Abt Associates inc.
55 Wheeler Street, Cambridge, Massachusetts 02138-1168
Telephone » 617-492-7100
TWX: 7103201382

Food Ajd and Policy
Reform in Guinea

By:

Charles E. Yanrahan
Steven Block

Prepared for:

AID Affairs Office
Conakry, Republic of Guinea

An Equal Ozportunity Empioyer

/158



EXECUTIVE SUMMARY

TABLE OF CONTENTS

R R T BT B B B S N A R NI S

1.0 Purpose of this Reporfecscisvecsss

2.0 Current Rice Situation in Cuilnea..

-

e s cevees et

s s s e ersec e B

3.0 USAID's Food Aid Programs l[a Culnea.....
124

4.0 Overview of the Macro Policy Conlext:

* e a0 an

Recent

5.0 Palicy Constraints on Rice Production.........
5.1 Econemic Policy ConstralnisS.eeeieeseosesssanans

5.1,
5.1.
5.1

¢ a

d Do —

Duervaluation of che Guinea
Licensing of Rice TraderS-eeereieeeonass
Subsidized Sales of Imported dice......

franGiee-..

Reforms

s e s s e e

eer s

5.2 Disincentive Effects of Rice Imports and Food Aid...

5.3 Rice Import

Policy Options......-.

.

LECEE R

6.0 Marketing Constraints ¢o Rice Production......

6.1 Using Local

6.1.1
6.1.2 Price
6.1.3 Agricvlrural Census.eeeeivvenn.

Currencies to Overcome Production and
Marketing Constraints and to suppert Policy Reform..

Monitoring...... e

Improved Road SysSCemMecvieeeraroscenroas

@38 e e s e e

6.2 Other Potential Local Currency Investments....

6.3 Section 108

R I I N I A S B R SR |

260 w0

s e m e

¢ o 84 00

6.4 Us .ng Local Currencies ro Support Civil Service Reform.....

7.0 Related TOpiCS.esesvsaroneoneesnaoa

7.1 Commodity MiXeseeoeooorioanoonnaan

7.2  Timing of food Aid Shipnents......

7.3 Supply and Market Management......

7.4 Administrative Considerarcions...

8.0, Sugporting Studies to be Financed by AEPRP Technical

Assistance

Appendix
Appendix
Appendix

s N5 e

s e s s e a0

‘e e 0 s

e s e 0

4 9 5 ¢ e 0 s e s P AU ST EB 0B L P60 A LSNP B E IO EIOIATTIESTTTES

Page

[JS S

~ -~ (=)} wv & (9% )

~

10
11
12
12
12
13
14
14
14
15
15

16



EXECUTIVE SUMMARY

Guinea is in the midst of fundamental transition in its economic and
agricultural policies. Since December 1985, the Government of Guinea (GOG)
has undertaken a major program of economic reform and structural adjustment.
[ts achievements under this program have been impressive and include macroeco-
nomic policy reform and povernmental reorganization. USAID and other donors

have activetrv supported this transformation.

The primary resources that USAIC brings to bear in Guinea are food aid
(rice imports under PL-480 Title I and Fooud for Progress) and cash support
under the Afvican Economic Policy Refurm Program. This assistance brings
USAID into a dialegue with the GOC on issues surreounding policy reform, and
also generates a pool of local currency resources that USAID and the GOG can
invest in development projects. Much of the dialogue between USAID and the
GOG pertains ro apricultural development, rice In particular. This report

contributes to that dialogue.

The objectives of this report are to assess Guinea's agricultural pol-
icy envirurment as it pertains to rice, to suggest policy reforms and invest-
ment opporrunities to improve the situation of Guinean rice producers, and to
examine potential applications of U.5. food aid to support reform and inv-~
estment. Two brnad issues underly our asseszment: 1) the competitiveness of
domestic vice with imported rice. and 2) the potential disincentive effects of

food aid on domestic rice praoduction.

Competition Eetween Imported and Domestic Rice

Two basic factors condition the competitiveness of dumestic rice pro-
duction vis—a-vis imported rice: the retail price of imported rice, and the
markering margins that contribute to the relatively high cost of domestic rice
in urban markets. These two factors are subjecr to a variety of influences

ranging from the condition of roads in the interior to the price of foreign

exchange.

The discussion of thesz issues can be divided along lines that fit well
with the types of resources that USAID has at its disposal for influencing the
agricultural situation in Guinea. The factors governing the competitiveness

of domestic pvoducers can be categorized as either economic policy constraints



or constraints on production and marketing. The relevant USAID programs --
PL-480 Title I, Food for Progress, and AEPRP -- provide USAID with both policy
leverage and influence over the programming of local currency proceeds result-
ing from the sale of donated commodities. A combination of policy reform and
well-placed local currency investments will improve the competitiveness of

domestlic rice producers with imports in urban markets.

Economic Policy Constraints

1) Overvaluation of the Cuinean franc -- Overvaluation of the Guinean

franc is the single most important economic poiicy constraint on domestic rice
production. In September 1986, the franc was 15 to 25 percent overvalued
{e.g., the black market rate was 425-450 versus 370 on the official mavrket).
The most itmportant implication of an overvalued exchange rate vis-a-vis domes—
tic agriculture 1s that 1t fundamentally distorts the prices of traded goods,
shifting relative prices in tavor of imported goods and against domestic pro-
ducts. Thus, consumers choosing between impo-ted and domestic rice face arti-
ficially depressed import prices. An overvalued exchange rate lowers the
apparent price of the imported rice agalnst which domestic producers must com-
pete.  Similarly, an overvalued exchange rate makes Guinean exports artifi-
cially expensive, reducing the competitiveness of Gulnean exports on world
markers. A further implication of this distortion of relative prices is that
farmers may underinvest in production, since the value of such investment 1is
artificially depressed. Thus, whatever are its intentions and direct policies
towards agriculture, the GOG will undermine them by maintaining an overvalued

exchange rate.

Disincentive Effects of Rice Imports and Food Aid

A major question for USAID is whether or not bringing rice into Guinea
under PL-480 and Food for Progress imposes a disincentive on domestic rice
production. It is more appropriate to ask whether imported rice in general
(commercial imports plus food aid) imposes a disincentive, and, if so, what is

the net addition of food aid to that effect.

The distinction between these questions hinges on the issue of whether
(or to what extent) food aid displaces commercial imports. The availability

of imported rice in the interior art significant price advantages over local
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rice tends to support the notion that imported rice in general acts to dampen
price incentives for local production. Yet, the proper respcnse to that situ-
ation rests in part on the question of whether food aid is additional to or

displaces commercial imports.

If one local rice importer was correct in asserting that there is a
one-to-one displacement of commercial imports by food aid (in which case the
total quantity of rice imported would be roughly the same regardless of the
quantity of food aid) then the disincentive effect of rice imports would be
insensitive to food aid leveis. In that case, the GOC would save foreign
exchange equivalent to the net value at world prices of the food aid ship-
ments, and there would be a transfer from private rice importers to the GOG.
Conversely, to tae extent that food aid does not displace commercial imports
(and is thus a net addition to quantities imported) aid would contribute

directly to a disincentive effect,

[f food aid does not displace commercial imports, then disincentive
effects could be mitigated by reducing the quantity of food aid. If, un the
other hand, food aid does dicplace commercial imports, then changing the level
of food aid will have ao etfect on incentives, and the proper policy response
Lies in the broader realm of general impor: policy. This is the concext in
which the GOG might consider a variable import levy to limit the quantity of
rice lmports,

Policies such as a variable import levy to make domestic rice more com-
pet.tive with imported rice are likely to result in higher prices for con-
sumers. This is a fundamental concern, the consequences of which must be
assessed prior o any significant increase in rice prices. There is little
data on consumption and nutrition levels in Guinea; yet, a 1983 Worid Bank
study observed evidence of widespread hunger. In addition to possible nutri-
tional constraints on rice price increases, there should be an examination of
the welfare consequences of increasing the price of a commodity on which the
typical household spends a substantial portion of its income. This, in turn,
raises serious questions regarding ~he political implications of raising rice

prices.

Indeed, there is a clear reed for imported rice in Guinea, and that
need is likely to persist for some time. Guinea currently imports roughly

one-third of its rice needs, and food aid will account for over one-third of
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total rice imports in 1986. This could represent a substantial foreign
exchange savings for the country. Also, the presence of significant quanti-
ties of food aid may be particularly appropriate as a satety net for the
transitional pains and discrganization likely to accompany an economic reori-

entation as far-reaching as that currently underway in Guinea.

RECOMMENDATIONS

The report's recommendations for the application of USAID's food and
cash aid to Guinea fall among three categories: policy reform, local currency
lnvestments, and further studies. Food for Progress can be used to elicit
further macroeconomic and agricultvral policy reforms; local currencies gener-
ated through Title I sales can be applied to overccme domestic marketing con-

straints; and, AEPRP can support the necessary technical assistance.

Food Aid for Policy Retorm ==

o Eliminate the overvaluation of the Guinean Franc;
o Eliminate the licensing of domestic rice traders;
o Ensure that the sale of imported rice is not subsidized;

o Consider a variable import levy to foster incentives for domeatic rice
productian;

o Consider a price stabilization scheme under which the GOG would defend
price floors and ceilings by injecting rice onto the market when
prices rise above a fixed ceiling and by buying rice at a pre-deter-
mined floor price.

Local Currency Investments --

0 Investment in the improvement of roads in the interior, to be chan-
neled through the World Bank rural roads project;

o Finance the local costs of a system for monitoring and reporting
market price information for rice and other agricultural commodities
throughout CGuinea;

0 Pay the local costs associated with conducting a national agricultural
census; (The above three investments should receive priority over the
following potential investments.)

o Use local currencies to support civil service reform;
0 Support for agricultural research;
o Funding for extension services;

o Capitalization of a small farmer credit program (pending study of its
viability).
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Supporting Studies to Be Financed by AEPRP Technical Assistauce ==

o Cost of production and producer prices;

o Urban food consumption;

o Marketing of domestically produced agricultural products;
o Marketing and demand for agrienltural inputs;

0 Production and marketing of export crops;

o Small ftarmer credit;

o The viability of a Sectlion 108/106 program in Guinea;

o Using local currencies to support civil service reforms.



1.0 PURPOSE OF THIS REPORT

The overall purpose of this report is to suggest ways in which U.S.
food aid in Guinea (PL-480 Title I and Food for Progress) can best be applied
to: 1) support economic and agricultural policy reforms; 2) overcome con-
straints to producing and marketing domestically produced rice; and, 3)
strengthen private marketing of apricultural products and inputs. The nrimary

focus will be on rice, which dominates Guinea's agricultural economy.

The report includes recommendations with respect to policy reform AID
may wish to negotiate with the GOG in connection with the Food for Progress
program and also options for the use of local currencies to overcome con-
straints to increased domestic production and marketing of rice. The report
also recommends a number of studies that would be performed under the AEPRP
technical assistance project that would complement AID's food assistance

strategy.

A gulding principle of this analysis 1s that food aid programs should
be designed with the explicit objective of promoting long-term economic devel-
opment. This requires that food aid be concelved of as more than a supplement
to consumption. Rather, the program design should use food aid as both an
incentive for policy reform and as an infusion of the economic resources
necessary to implement those reforms. The need for food aid is partially a

functior of Gulnea's current rice situation.

2.0 CURRENT RICE SITUATION IN CUINEA

Quantitative information about Guinea's rice situation is virtually
non—exlistent. Available data i: outdated and of highly questionable accu-
racy. Moreover, the current transitionary period in Guilnean agriculture
further obscures the rcurrent situation. The 1986 fall harvest will be the
first peaceful harvest in the post—~Sékou Touré era. Bluntly stated, nobody
knows what to expect, thougsh weather conditions have been favorable to agri-
culture this year. This section of the report presents a broad statistical
overview of the current “ood situation, using a compilation of available
data. The figures are intended to provide only rough orders of magnitude for

the subjects described. Appendix | presents a detailed compilation of exist-

1ng data.



2.1 Supply

Estimates of total cereal production in 1985 range from 1,193,000 MT to
1,375,000 MT. Of this total, rice (milled) is estimated tn comprise from
248,000 MT to 330,000 MT. Thus, ric- accounts for 20 to 25 percent of total
cereal production. Guinea also imports significant quantities of the rice it
consumes., In 1985, rice imports were roughly 90,000 MT, of which 21,400 MT
were from PL-48C. Foc 1980, rice imports are predicted to reach 200,000 MT,

of which 30,000 MT are PL-430 and ancther 30,000 MT are Food for Progress.

These filgures supgest that rice imports supplied one-quartar to one-
third of total vice consumed in 1985, and over one-third in 1986. Of total

rice imports, one-quarter to one-third are frem U.S. food aid.

2.2 Needs

Data on food conszumption is equally as scarce and unreliable as that on
production. Rice consumption since 1980 has varied between 250,000 MT and
300,000 MT. Roughly 70,000 MT po to non-food uses each year, approximately
50,000 MT are wasted, and 3,000 MI are retained for seed. There 1s no relia-
ble estimate as to the percratage of domestically produced rice that 1s mar-
keted off the tarm (according to USDA Economic Research Service data). How-
ever, there 1s general consensus that the Guinea market for rice is clearly
divided betwoen Conakry and the rest of the country. The distinction is that
Conakry consumes essentially imported rice, while the rest of the country con-

*

sumes primarilv domestic rice. VYet, as will be discussed below with regard to
potential disincentive effects of imports, imported rice is widely available
in the interior, and domestic rice is avallable for a significant premium in

Conakry.

Alternative estimates of rice requirements can be generated by making
assumptions regarding population and per capita consumption. Appendix l con-
tains such approximations based on 1985 data. These estimates place rice
needs between 484,000 MT and 576,000 MT, with roughly one-third being consumed

in urban arezas.

These estimates of rice needs, coupled with alternative scenarios
regarding domestic rice production, yield estimates of a rice deficit ranging

from 154,000 MT to 328,000 MT. This is roughly one-third of total rice con-



gumption -- the same proportion that is imported, and the same proportion

assumed to be consumed in urban areas.

Appendix 1 presents more detailed esrtimates of production and consump-
tion of rice, and explains the assumptions underlying those figures. The fol-

lowing section describes the AID programs which contribute to those figures.

3.0 USAID'S FOOD AID PROGRAMS IN GUINEA

USAID/Guinea's tood aid consists primacily of two programs: PL-480
Title I and Food for Propress, both of which provide rice to the GOG. PL-480
Title I is essencially a loan with soft financing =- the COG receives rice
currently for which payment 1s deferreed twenty years. The sale of PL-480 rice
generates a1 pool of lucal currency resources, which can either be “programmed"
for specific uses apreed apon by USATD and the GOG, or it can become general
budget support for the GUG.  PL-480 Tivle | has been operating in Cuinea since
the early 1960s, during which Uime lmports have consisted almost entirely of
rice. The quantity of these l{aports during the seventies averaged o2,35u0
metric tons (MT), and since 1984 has been approximately 30,000 MT per year.

The market wvalue o current Title T assistance ranges from six to eight

million dollars per year.

Food for Progress, currently in its first year, 1s a pure grant of
agricultural commodities (rather than a concessional sale). The Food for Pro-
gress legisiation describes that such aid is granted "...in an effort to use
the food resources of the United States in support of countries that have made
commitments to introduce or expand free enterprise elements in their agricul-
tural econocimnies through changes in commodity pricing, marketing, input availa-

bility, distribution, and private sector involvement.'" (The complete text of
the Food for Peace Agreement between the U.S. and Culnea is presented in
Appendix 3.) In short, Food for Progress is granted in return for agricul-
tural policy reform. The GOG and USAID have agreed on a package of such

reforms, in return for which Guinea will receive 30,000 MT of rice in 1986,

40,000 MT in 1987, and 30,000 MT in 1988.

USAID has also introduced a4 non-food aid program with important impli-
cations for apriculrural policy: the African Economic Policy Reform Program
(AEPRP). AEPRP is a cash grant of ten million dollars to the GOG to encourage
continued policy reform. Roughly one-fifth of AEPRP resources will be devoted

to technical assistance to support and guide that policy reform.



Tegether, these programs provide USAID with two basic types of
resources with which to negotiate with the GOG: policy reform in return for
general budgetary support, and the programming of local currency proceeds from
the sale of physical commodities. AEPRP funds will be disbursed in tranches
contingent upon the fulfiliment of pre-negotiated policy reforms; PL-480 and
Food for Progress provide local currency which USAID and the GOGC can agree
either to proyram for investments in specific development projects or to leave

as general budypet supoort in return for policy reform. This report will sug-

gest that USAID strike a balance between these alternative uses in order to

provide the GOG sufficient incentive for policy reforms, as well as the fiscal

resources Lo implement those reforms.

4.0 OVERVIEW OF THE MACRO POLICY CONTEXT: RECENT REFORMS

Guinea 1s in the midst of prolound change in its economic and political
policies. Since December 1985, the GOC has undertaken a major program of eco-
nomic reform and structural adjustment. The achievements under this program
have been Lmpressive and include macroeconomic policy reform, sweeping struc-
tural adjustment, and a proyram of administrative reform and governmental

reorganization,

dacronconomic reforms have included a massive devaluarion of Guinea's

currency and the establishment of a currency exchange rate which movre nearly
reflects market demand. Exchange rates are determined in a weekly foreign
currency auction. In a velated meve, the GOG closed »ll governmencally owned
banks and allowed them to be replaced by a largely private banking system.

The GOG has also implemented an ambitious administrative and civil service
reform. These reforms have included reducing as expeditiously as possible the
number of civil servants from 90,000 to 60,000 and reorganizing government
ministries to make them more efficient. In addition, the guarantee of govern-
ment employment to graduates of hipher education institutions has been lifted

and new admissions to institutes of higher education have been limited.

Several particularly significant reforms have taken place in the agri=-
cultural sector. The COG has abolished more than 300 state farms and 34
regional state trading companies that were mandated to control trade in agri-

cultural products. Structural adjustments have included the abolition of the



public food distribution system as well as the elimination of state trading
companies which formerly he'd monopolies over food imports. In addition, the
forced delivery by peasant producers of food and livestock products has been
eliminated and .he roadblocks which free movement of goods and people through-
out the country nave been eliminated. Producer prices for coffee and palm
nuts were increased tentfold, and the GUG has eliminated the subsidy on rice
consumption. (The continued existence of parastatal companies for coffee and
palm products 1s a subjoct of current discussion between the GOC and the World
Bank, which 13 pressing tor their elimination).

The GOG appears co be committed to further policy reforms and struc-

tural adjustments which will include adjustment of commodity prices to reflect

lwport parities, privatization of vemaining public companies, decentralization
of government functions, marvet pricing of public utilities (electricity and
water) and transpoctition services; simplification of tariff and customs pro-
cedures, and promelyation of new mining, commercial, and investment codes.
Despire this progress, there remain several areas of economic policy that may

constrain rice production and marketing.

5.0 POLICY CONSTRAINTS ON RI1CE PRODUCTION

Two broad factors corndition tte competitiveness of domestic rice
production vis~ia-vis imported rice: the retail prices of imported rice, and
the margins associated with marketing domestic rice in Conakry and other urban
markets. These two factors are subject to a variety of influences ranging
from the condition of coads in the interior to the price of foreign exchange.
Shaping these influences to the benefit of domestic rice producers requires a
combination of policy reform and well-placed investments =-- the basic

resources availabla to USAID through PL-480, Food for Progress, and AEFRP.

Reshaping the economic envicronment to benefit domestic fond producers
is mot a costless cndvavor, either economically or politically. Policies and
programs that shift the urban-rural terms of trade in favor of producers imply
a substantial reallocation of domestic resources. Increased retail rice
prices are a likely result from this reorientation. Thus, the speed and the
degree of policy changes to make domestic producers more competitive with

imports require careful consideration.



5.1 Economic Policy Constraints

5.1.1 Overvaluation of the Guinean franc

Overvaluation of the Guinean franc is the single most important eco-
nomic policy constraint on domestic rice production. Assuming that the black
market price for dollars is a proxy for the shadow price of foreign exchange,
one can et a rouvgh sense of the dezree of overvaluation. In September 1986,
the black marker exchanpe rate of dollars for Guinean Franes ranged between

425-4

O vp vhe price ar which dollars were gsoid ot the weekly official cur-

(W3

rency auctions was roughly 370 FC. Thus, the degree of overvaluation of the
Guinean ¥ranc at that time was 15-22 pevcent. Although this is a relatively
minor overvaluation, the recent trend has been towards an increasing diver—

gence between the official and parallel market rates tor the dollar.
This trend is cause for serious concern regarding apricultural develop=-

ment. The most important implication ol an overvalued exchange rate vis-a-vis

domestic agriculture is rhat it distorts the prices of traded goods to the
detciment of domestic producers. Consumers choosing between tmpcrted and
domestic rice face artificially depressed import prices. While this could
result in a slight increase in the demand for domestic cice due to an income
effect, the overwhelmingly dominant effect is lik<ly to be the substitution of
imported tor domestic rice. In short, an overvalued exchange rate lowers the
apparent price of the impeorted rice apainst which domestic producers must com-
pete. Similarly, an overvalued exchange rate makes Cuinean exports artifi-
cially expausive, chus reducing the competitiveness of Guinean exports on

world markets. Whatever are 1ts lnteations and direct policies towards

agriculture, the COG will nndermine them by maintaining a significantly

overvalued exchange race.

An overvalued exchange rate has the broader economic effect of motivat-—
ing an inefficient use of domestic resources, since rhe true opportunity cost
of rescurces are not reflected in their relative prices. One implication of
this is thar farmers are likely to under-invest in production, since the value
of such ipvestment is artificially depressed. Similar distortions apply to
all traded yoods and services. Moreover, the artificially increased incentive
to import could resulr in increased net expenditures of scarce foreign
exchange -- just the opposite effect of that hoped for by increasing domestic

agricultural production. This icsue is closely bound to import policy.



5.1.2 Licensing of Rice Traders

Presenc GOC policy requires that traders obtain a license in order to
market rice. Such barriers to entry limit the number of traders and may thus
make rice trading non-competitive. If traders face little competition from
one another, there is little incentive to bid up farmgate prices to an
efficient level (since farmers would lack alternative means of disposing of
their craps). Thus, GOG efforts to protect rice producers by licensing
traders may have the opposite effect by creating local monopsonies in rice
trading. This would undermire the potential positive effects on farmers of
previous policy reforms, such as eliminating roadblocks and dismantling public

rice marketing boards.

5.1.3 Subsidized Sales of Imported Rice

Any subsidy on the sale c{ imported rice would exacerbate the shift in
relative prices in fuvor of imported rice. Thus it is important to ensure
that sales c¢f impocted rice are not subsidized. An agreement between the GNG
and the World Bank and cucreat low vorld rice prices serve this purpose. The
World Bank and the IMF have convinced the COG that the wholesale price of
imported rice should be set at the c.i.f. price plus a 20 FG wholesaling mar-
gin. Current world market circumstances put chis price at 100 FG per kilo in
Conakry, plus an additional margin for transportation in the interior. (In
facr, 60 to 70 percent of all imported rice is sold on the black market for
110 to 140 FG per kilo.) Thus, the subsidization of imported rice is not a

problem at present, though it remains something to be guarded against.

5.2 Disincentive Effects of Rice Imports and Food Aid

An important question for USAID is whether or not bringing rice into
Guinea under PL-480 and Food for Progress imposes a disincentive on domestic
rice production. It is more appropriate to ask whether imported rice in
general (commercial imports plus food aid) impose a disincentive, and, if so,

what 1s the marginal contribution of food aid to that effect.

The distinction between these questions hinges on the issue of whether
(or to what extent) food aid displaces commercial imports. Recent market
observations have noted the ample availability of Thai rice in retail markets

in Kankan, where local rice was selling for 240 FG per kilo. In Faranah, U.S.



rice was selling for 1l1€ FG per kilo and local rice for 188 FG per kilo. The
availability of imported rice in the interior at significant price advantages
ove% local rice tends to support the notion that imported rice in generdl acts
to dampen price incentives for local production. Yet, the proper response to
that situa.ion rests in part on the question of whether food ald is additional

to cr displaces commercial imports.

I one local rice lmporter was correct in asserting that there 1s a
cn2-to-one displacement of commercial imports by food aid (in which case the
total quantity of -ice imported would be roughly the same regardless of the

quantity of food aid) then the disincentive effect of rice imports would be

insensitive to food ald levels. In that case, the GOG would save foreign
exchange equivalent to the net valve at world prices of the food aid ship-
ments, and there would be a transfer from private rice lmporters to the COG.
Conversely, to the extent that foed aid does not dispiace commevcial imports

(and is thus a net addition to quantities imported) aid would contribute

directlv to a disincentive effect on domestic production.

[f food aid does not displace commercial imports, then disincentive
effects could be mitigated by reducing the quantity of food aid. If, on the
other hand, food aid does displace commeccial imports, then changing the level
of food atd will have no erfect on incentives, and the proper policy response
lies in the broader realm of general import policy (discussed below). This is
the context in which the GOG might consider a variable import levy to limit

the quantity of rice imports.

5.3 Rice Import Policy Options

The likelihood that rice imports create a disincentive to local ricr
production suggests that some intervention to limit rice imports may be appro-
priaie in the short run. The same transitionary confusion that surrounds
domestic rica markets affects import markets. Until recently, the GOG was the
sole legal importer of rice. Now, all commercial rice imports are through
private traders, though in theory the total quantity of imports is still
restricred by the quantity of import licenses issued by the GOG. (Trere is no
data concerning the quantity of rice that crosses in either direction over
Guinea's bocdars, though in the previous days of controlled domestic prices

the outflow was significant.)



The previous zection described the effect of overvalued exchange rates
in distorting relative prices in favor of imports and against exports. Thus,
the first policy move to increase the competitiveness of domestic rice produc-
ers should be to eliminate the penalty imposed upon them by an overvalued
Guinean Franc. Also as noted above, the other penalty on domestic rice pro-

ducvion to be avoided is a suhsidy oa imported rice sales.

Clearly, a significant quantity of rice imports is vital to the Guinean
food system and economy generally. Yet, if current low world rice prices are
a temporary phenomenon, there would be a danger in allowing those conditions
to define the level of Investment in domestic rice production capacity. The
possibility of variable levy on rice imports should be studied under the
ausplces of AEPRP., “uch a levy would vary with world rice prices and serve to
maintain retail prices of imported rice at a certain level. Determination of
that level will have profound economic and political consequences, and will

require carelul consideration.

Bafore protectionist measures to increase the price of imported rice
ace imposed, there also needs to be some scudy of the consequences of rice
price increases on consumers. Current data on Guinean food consumption and
nutrition levels are incomplete. Yet, a lUE3 World Bank study on Guinea's
food Imports concluded that the observed increase in consumption of all types
of food 2s incomes rise 1s evidence of widespread hunger. In addition to
nutritional constraints, there should also be an examination of the welfare
implicaciuns of food price increases. 4 1984 survey of household expenditures
in Conakry found that the average household devotes nearly 70 percent of its
income to food purchases. Thus, even a small percentage increase in food
prices has serious implications for consumers' real income. Inflation this

year is expecced to reach 100 percent, and it is unlikely that wages will rise

at the same pace.

6.0 HARKETING CONSTRAINTS TO RTUCE PRODUCTION

The counterpart funds generated by the inflow of Title I food aid
shnuld be used to finance a number of investments to enable Guinea to overcome
constraints to increased production and marketing of local rice. Guinea is
programmed for $6.0 million of P.L. 480 Title I rice in 1986. Comparable

levels could be expected in 1987 and 1988. The nominal local currency equi-

0



valent at current auction rates of exchange is approximately 2.25 billion
Guinean francs. In 1985, USAID signed the first agreement for the use and
management of local currencies in the 25 year history of the Title I program

1n Guinea.

Marketing Constraints

The present condition of private marketing channels is unclear. Yet,
there is widespread consensus that the costs of basic marketing functions
(scorage, transformation, and transportation) could be reduced by public
investments in the physical and comnunications infras-ructure. Local currency
proceeds iuvested in specific aspects of agriculturai production and marketing
could both lower unit costs of production and reduce marketing costs. Such

investments would thus contribute to making domestic rice more competitive

with imported rice in urban markets.

lt 1s widely held that marketing margins for domestically produced rice
are quite high because of inefficient transporration, inadequate storage, and
naticnally high milling casts. There is very little information about storage
or local milling of rice in Guinea. It is presumed that storage losses are
substantial, in the neighborhood of 15 percent or more, and thus add to the
cost of marketing rice. Most local rice is processed by hand and par-
boiled. There is an =vident preference for this kind of lightly milled rice,
as it commands a substantial premium over imported rice. The condition of the
road system throughout Guinea 1s poor and rural feeder roads are nonexistant
in many par ¢ of the intericr. Poor roads together with inadequate trucking
capacity, and high fuel costs add substantially to rice marketing margins.
Transportation costs appear to be the major obstacle to marketing domestically

produced rice in Conakry and in other major urban centers.

6.1 Using Local Currancies to Uvercome Production and Marketing Constraints
and to Support Policy Reform
For 1586-88, pricrity in the use of local currencies should be given to
investments to cvercome cunstraints to increased marketing of domestically
produced rice as these can be more easily dealt with in the near term. Pro-

duction constraints require investments in agricultural research and institu-
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tional capacity with longer term payoffs. .This argues for investments that
would reduce marketing margins as opposed to those that would result in

increased production.

6.1.1 Improved Road System

A priority candidate for Title I local currencies is to use them to
improve road systems in the interior of the country. The vehicle for applying
Title [-gencrated currencies would be the World Bank's project for the con-
struction of rural roads. Local currencies could provide a substantial por-
tion of the GOG's contribution to the project. In addition to helping elimi-
nate a major constraint to increased marketing of domestically produced rice,
this proposed use of local curcancies would impose a limited management burden
on USAID/Guinea. Oversight of such a use of local currencies would rest with
che AAO, bLut actual manapement of the road-bullding project would rest with
the Bank-funded project. aAn additional advantage of using P.L. 480 counter-
part to pay the local costs of building roads is that the funds are spent in
rural areas rather than in Conakry. This can reduce the inflationary impact
of the increase in liquidity by spreading it around the country and perhaps

slow the transtormation of increased liquidity into imports of consumer goods.

6.1.2 Price Monlitoring

A second priority use cof local currencies would be to finance the local
costs of a system for monitoring and reporting market price information for
rice and other agricultural commodities throughout Guinea. Such a system or
network would be able to provide Guinean policy makers with the information
necessary to manage better Guinean food supplies, especially the component of

supplies represented by imported rice.

Initially such a price monitoring system should limit its activity to
rice, both domestic and imported, and to other major food crops--corn, fonio,
manioc, millet and sorghum, and peanuts. Ultimately, other food crops could
be added. Prices would be monitored in the major urban markets of Guinea--
Conakry, #oké, Gaoual, Guéckédou, Kissidougou, Faranah, Kankan, Kindia,
Kouroussa, Labé, Mamou, N'Zérékové, and Siquiri. Conakry is already covered
with a survey carried out since May 1985 by the General Office of Statistics

of the Ministry of Plan. In addition the Direr.ion des Prix et de la Conjunc-
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ture of the Secretariat d'Etat au Commerce conducts a daily survey of prices
of various products in six principal markets in Conakry. The Ministry of
Rural Development has expressed interest in using its marketing/processing
service (conditionnement) to carry out a price monitoring and reporting

system.,

[t appears likely that the Caise Centrale de Cooperation Economique
(CCCE) will finance the technical assistance for such a system. PL-480
counterpart funds could be used to defray the local costs of surveyors, etc.

as the system is extended to the interior of the country.

6.1.3 Agricultural Census

A third priority use for Title I counterpart is to use them to pay the
local costs associated with conducting a national agricultural census.
Evidently, such a census was originally planned for 1987, hut the planned
scope may be reduced. FAO may be involved in a more limited set of surveys

which would require financing of local costs,

6.2 Other Potential Local Currency Investments

The above proposed local currency uses should be given priority con-
sideration because they help to relieve severe constraints to increased
marketing of domestically produced rice in Guinea or provide information that
is needed as a basis for improved economic and agricultural policy. However,
there are a number of other candidates for local currency financing that could
also be considered. These include support for agricultural research, support
for extension services, and support for a small-farme:s credit program.

Funding for these activities should be postponed until further progress is
made in reorganizing the Ministry of Rural Development and its various
research and extension services. Also, 1t may be possible to use soma of the
local currency equivalent of the AEPRP to finance a small farmer credit
program. In any event, farmers needs for credit would be better known after
the studies (recommended below) on costs of production, housechold consumption,

and product and input marketing are completed,



6.3 Section 108

Section 1111 of the Food Security Act of 1985 authorizes the sale of
PL-480 Title I commodities for local currencies and requires that such
currencies be used for private enterprise lending in developing countries.
Section 108 provides that host country owned local currencies generated in
Title [ sales on dollar credit terms be jointly programmed for the same
purpose, i.e., private enterprise lending. Loans of local currencies would be
made to intermediace financial institutions who then re-lend them to privately
owned enterprise or private individuals for private enterprise projects or

activities.

While the concept of such a program for Guinea is attractive in view of
the rapid liberalization and privatization of the economy, it would be prudent
to postpone consideration of this program with the GOG until after agreements
are reached on the policy reforms to be carried out under the Food for Pro-
gress program and the programming of local currencies under Title I are
mutually ayrecd.  The information and analysis to be gathered in proposed
studies of Guinea's agricultural product and input markets may also provide a
rational» for priviate sector lending. The existence of "intermediate finan-
cial institution:" is problematic in Guinea, although the situation is chang-

ing rapidly. A section 108 in 1988 or later would be a prudent USAID/Guinea

objective.

6.4 Using Local Currencies to Support Civil Service Refarm

A major reform of the civil service is underway in Cuinea. Under the
old regime the number of civil servants had grown to number more than 9G,000,
the result of a policy of hiring all gracuates of institutions of higher edu-
cation. According to the World Bank, about 7,000 civil servants have been
"eliminated" largely from public banking and parastatals organizations, 3,000
have or will retire, and 1,000 have left voluntarily. Local currencies could
be used to finance schemes to c¢ncourage resignation or early retirement of
civil servants. Special facilities could be set up to provide start-up cash
payments with minimal access or technical help might induce movement from
unproductive employment. Similarly graduates of secondary and technical
schools and universities are an economic resource that is likely to be lost to

Guirea unless they find productive private sector work. Start up help for new



graduates (from agricultural schools for example), settlement on adandoned
state farms (FAPAS perhaps), or creation of tractor hire or other input supply
firms are all possibilities to realize the potential of these young people.
Such approaches to administrative and educational system reform are at least

worthy of study.

7.0 RELATED TOPICS

7.1 Commodity Mix

Part of the challenge for USAID/Conakry is to maintain the fiscal value
of its aid package while avoiding potential disincentive effects. A partial
solution to this challenge might lie in exoloring alternatives to rice in the
PL=480 package. Unfortunately, the constraints of the PL-480 progeam leave
litcle flexibilivy for shiftiag the commodity mix. This flexibilivy 1is
further constrained by the already onerous administracive demands of the local
ALD staff, which ac present does not have the capacity to manage a three-com-
modity food aid program. The possibility of substituting cotton for rice

seems to be the most promising of the possible options.

There has also been some discussion ot introducing wheat flour into PL-
480 shipmencs. This, however, would likely lead to conflict with the EEC,
which is presentiy the marn supplier of wheat flour to Guinea. Also, it may
not be advisable to enccuraye a dependency on the consumption of a commodity
which cannot be grown locally. (This topic and the potential for a Section

108 program are covered 1n Appendix 2.)

7.2 Timing of Food Aid Shipments

Market prices for food crops undergo natural seasonal fluctuations,
with prices tending to be at their lowest just after harvest time and to reach
their peak just before the harvest. Thus, the extent to which food aid
imposes a disincentive effect on production is somewhat sensitive to the point
in the growinyg season which it arrives. I[f food aid shipments could be timed
to arrive during soudure {(the "hungry season' just prior to harvest), the dis-
incentive effect could be minimized, and the benefits to consumers of lower
recail prices would come when such help is most needed. Conversely, if food

aid shipments are deliverad during or Just after the harvest, the disincentive
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effects will be maximized by flooding rice on to the market when prices are
already at their seasonal low. Careful timing of food aid shipments could

thus be an important factor in mitigating potential disincentive effeccs.

7.3 Supply and Market Management

One potential use for both local currencies and PL-480 rice itself is
in defending floor and ceiling prices on domestic rice markets. Widely
fluctuating rice prices nresent risks to both producers and consumers.

Farmers' price expectations are a key factor in thelr planting decisions. If
the GOG were to announce 2 floor price at planting time -- a price at which
the GOG would purchase rice from farmers, should market prices tall
sutficiencly low -- the risk to farmers would be reduced. This could motivate
increased production.  Local currencies can be reserved ro ersure the GOG's

ability to defend a tloor price.

Similariy, high retail prices (particularly during the pre-harvest
"hungry season') ace a wignificant threat to poor consumers. By timing the
release of PL-¢30 (and domestically purchased) rice onto the market to
coincide with upward price fluctuations above a pre-determined ceiling, the

GOC could dampen revail orice shocks.

This tvpe of market operation would probably require several years to
become operarional in Guinea. Implementation would require adequate storage
facilities, as well as the institutional capacity tc manage the stocks and the
macketing (both purchases and sales). Such an operation would also require
substantial technical assistance, for projects such as determining appropriate
floor ceiling prices. Proprams of this nature operate successtully in
Bangladesh and several other countries. A study of the feasibility of this

type of market operation in Guinea could be funded under the AEPRP.

7.4 Administrative Couaiderations

The U.S8, food ald program imposes a substantial management burden on
the small statf of USAID/Conakry. The logistical problems of managing food
aid deliveries are compounded by analvtical requicements, policy dialogue with

rhe GOG, and the oversight of local currency spending. Whenever possible,
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this report has sought to cast 1ts recommendatiosn in such a way as to
minimize additional administrative requirements. Nonetheless, the food
assessment team endorses the view that USAID/Conakry requires additional staff

to assist in the management of food aid and related policy studies.

8.0 SUPPORTING STUDLES TO BE FINANCED BY AEPRP TECHNICAL ASSISTANCE

USAID/Guinea envisages a substantial amount of technical assistance in
macroeconomics, agricultural economics, rural finance, and agricultural
statistlcs to support the AEPRP program in Guinea. Jiu the view of the foog
assessment team (and USAID/Guinea), studies financeds by the AEPRP rechnicel
assistance project should lend 5upport to policy reform, help identify

constraints to increased production and marketing of domestic crops,

especially rice, and thereby reinforce the mission's food assistance strategy.

Little 15 known about Cuinean agriculture at the present time. Both
basic supply and urilizarion data for agricultural products and analytical
informatioa such as demand and supply elasticities are largely nonexistant.
The most comprehiensive studv ot Guinean agriculcture is rhe "Etude des Prix et
[ncitations aux Producteurs Ruraux" prepared by AIRD (Dyck Stryker et al)
published in March 1982. The field work on which that definitive study 1s
hased was conductad over a twenty month period 1n 1980 and 1981. In view of
the extraordinary changes in Guinean agriculture in the last two years, much
ot the analvrical work of the ALRD study needs to be redone. Some additional
studies that are more directly associated with the food assistance strategy of

USAID/Guinea aeced to be undoectaken as well.

The studies in priority order are listed and described briefly below:

l. Costs of Production and Producer Prices: This stud would estimate costg
: ] y

of production and producer prices for the principal cropping systems in
Guinea, i.e., the various systems of rice production, other cereal crops,
and axport crops. This study would provide valuable data concerning the
profitability of ditferent agricultural enterprises as well as information
concerning the comparitive advantage of various preduction systems,

espectally rice. Information valuable ro policy makers particularly on

the 2tfecis of rice price policy cnanges and devaiuation on the

competitive pesition of domestic versus imported rice would be provided.
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Urban Food Consumption: The main purpose of this study would be to

determine the effect of rice price increases on urban consumption. In
view of the need to further devalue the Guinean franc and to ad just (by
means cf such policy instruments as a tax on imports, variable levy, price
stabilization scheme or supply management program) the relationship
between the prices of imported and domestically produced rice, information
on the elascicicy of demand for ‘mported rice is critically needed. Sam-
ple surveys would be conducted ja Conakry and in a number of other ma jot

citios in Guinea, foc example, Kankan, Labé, Guéckédou, etc.

Markering of Domescically Produced Agricultural Products: The marketing

system in Guinea has undergoae profound change. For all practical pur-
poses the state-run public svstem of marketing and distributing agricul-
tural preducts has been eliminated. in addition, the elimination of road-
blocks has opened un aew possibilitics for interregional trade. Informa-
tion is necdea about the cole of the private sector and how it is respond-
ing to new marketing opportunities. A major objective of this study would
Be to determine how marketing margins {costs of transport, processing, and
storage) could be reduced and how local currencies could be invested to

improved the marketing system.

Marketiny and Demand for Agricultural Inputs: Little is known about the

extent to which Culnean smallholders use fertilizer and other modern farm
inpurs 1n their production systems. Under the old regime, state run
import monopolies provided fertilizers and other inputs to state farms and
other collective enternrises, but traditional farmers were largely over-
looked. This study would determine the potential demand for inputs as

well as the potential for private enterprise to supply inputs.

Production and Marketing of Export Crops: At the time of independence

agricultural exports accounted for most of Guinca's export earnings., Now
only about 3 percent of CGuinea's export earnings come from agriculture.
Guinea ostensibly has a comparative advantage in roffee production
(although new DRC analyses taking into account the economic changes of the
last two years need to be done to verify this) and an unfilled quota of

15,000 tons under the International Coffee Agreement. Guinea also has the
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potential to export bananas, citrus, pineapple, groﬁndnuts, and several
other products. Both costs oi production and potential market outlets
need to be researched. Profitable export crop marketing could become the
basis for local currency lending in support of nrivate enterprise develop-

ment 1n Guilnea.

Small Farmer Credit: The present supply and demand for credit to Guinean

smallholdecs 1s largely unknown. Information is needed about traditional
sources of credit as well as porential i1nstitutional lenders. Conven-
tional approaches to providing apricultural credit are under examination
everywhere. Rather than provide loans to farmers for specific agricul-
turai purposes (which are accompanied by high transactions costs), credit
specialists argue for programs that mobilize rural savings as opposed to
targeted creddsi. This probably pas more to do with the spread of the
commercial bankrny svsiem and making, avallable interest bearing accounts
than 1t does with specitic agricultural lending. In any event, in view of
the strony interest in agricultural creait in Guinea, a study of options

for financing smallholder apricultural production 1s clearly desirable.

The Viability of a Section l08 Prosgram in Guinea: The potential for

shifting from regular programming of Title I local currenclies to a section
108 program of iLeading via lntermediate financial intermediaries (IFIs) to
private entarprises deserves careful study., The existence and capacity of
IFIs in Guinea, the exlstence and viability of private firms or individ-
uals, the role of PY0s and Coops, ALD marnapement considerations, technical
assistance requirements, etc. all need to be explored carefully before
undertaking a section 108, an otherwise attractive approach to using food

aid resources.

Using Local Currencies to Support Civil Saervice Reform: The benefits and

costs of various options to speed the reduction of the number of civil
servants needs to be explored. Combinations of special credit facilities,
technical assistance, lump sum payments, etc. could induce substantial
movement out of the bureaucracy. Similarly options for using local cur-
rencies to productively employ eraduares of secondary, technical, and

higher 1nstitutes <f education should be explored.
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APPENDIX 1



I. Production and Trade

Notes on Producticn and Trade

Tables 1 and 2 present alternative indicators of the impact of food aid
on domestic cereals and rice markets depending on high/low estimates of
domestic rice outpurt.

- Observations:
® Ou:put estimates vary widely. For example, the range of high/low
estimates is indicated below

197¢ 1579 1985
High/low 2.087 1.820 1.331

(at least trend is in right direction - hopefully)

Domestic nroduction has been stagnant at best, high estimates show
a continual decline {n rice output. Rice to total cereals trends
are unclear, '

° Even under lew output ecstimates, PL 480 to-date has had an
insignificant impact on totsl availabilities, accounting for less
than 2% of total cereals and 10% of rice availabilicies. PL 4€0's
share of total rice imports has fallen.

Table 3 presencs the only available time series data found.

Observations:

Until 1979, consumption appears to be a residual function of supply.
After 1979, the data base diverges.

Acknowledging all of the weaknesses of the date base, if one applies
some simple trend analvsis (average rates of growth since 1978),
projected 1986 and 1987 levels would be:

Year Domestic Prod. Imports
1986 259.5 131
1967 271.5 190

These imply:

- that if production response is constant in the short run,
ilmport levels would have tv rise to a factor of 1.754 a year
(not about 1.5) to keep up with population at 2.8 - simply
put, we can look forward to rapidly rising imports;

if imports do not rtise and consumption equals availability,



—ly

the average per capita rice consumption will fall to about
67.3 kg. 1o 1986. This is consistant with World Bank
analyses [10, table 3].

Table &4 shows hnw sensitive estimates of total rice deficits are to
alternative estimates of ocutput and per capita urban-rural consumption,

The results can be summarized as follows:

Rice Deficit

(00Cmt.)
Assumptions
OutEut
High Low
High 246 328
Consumption
Low 154 236%*

Trend analysis from Table 3 tend tc support the low output column.
Indeed, slightly less than 3/4's of rural demand would be met by domestic

production, leaving iaports te cover total urban demand and 257 of rural
needs.

The following scction reports findings concerning the determinants of
rice consumpcion,

*An alternacive scenario of settirg urban consumption at 1G5 lkg/pc (see
table 6) and rural at 70 left a rice gap of 216 thousand metric tons.
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Table 1

Indicators of PL 480 in Domestic Cereals Market

Guinea
High Rice Output Estimates

Qutput/Imports YE A
(00Cmt.) 1975 197
Tetal cereals production 1303.° 1085. -
Total rice prod. 421.6 347.6
Rice imporcs 42.7 61.9
PL 480 rice 15.0 est. 17.5

Indicaters (%)

Rice/total cercals 32.3 3
Pice imports/cereals 3.3
Rice imports/rice 10.1 1
PL 480/cereals 1.2
PL 480/rice 3.6
PL 480/rice imports 35.1 2

[+ IV, I RENN Y, I X
. . .

Sources:

WO oo NO

1973/1979: Guinea mission by the World Bank — Market Analysis Report,

2/83, Table 4 [10]

1985 SCETAGRI/Agroprogress, "Etude de Restructuration de

Developpement Rural,” 4/86. p45 [8]

Notes:

1] Includes rice, fonio, corn, wheat flour, manioc, yams, sweet potatoes,

millet/sorghum

2] Data unavailable, actual 1977 PL 4E0 was 14.4mt

3] SCETALGRI estimate for 1995 is 31.2% with total cereals and rice
requirements estimated at 1825 and 570mt. respectively.




Table 2

Alternative Indicators
of PL 420 in Domestic Cereals Market
Guinea
(Import Levels Equal to Table 1)
Low Rice Output Estimates

Qutput/Imports YEAR

(000mt.) 1975 1979 1985

Total cereals production 1084, ~ 928.- 1193, ~
Total rice production 207. - 191.~- 248, -
Rice 1mports 42,7 61.9 90.-
PL 480 rice 15.0 17.5 21.4
Indicators (7)

Rice/total cereals 18.5 20.6 20.1
Rice imports/cereals 3.9 6.7 7.5
Rice imports/rice 21.1 32.4 36.3
PL 4E0/cercals 1.4 1.9 1.8
PL 480/rice 7.4 9.2 8.6
PL 480/rice imports 35.1 28.3 23.4
Sources:

1975 - 1979:  Hirsch [2]
1985: Ministry of Agriculture [6. p35)

Total cereals production figures were adjusted to lower rice estimates.

Note: For 1984 Ministry of Planning [7] estimates 1123.6 tons of total
cereals with rice output of 502.8 tons.



-7-=

Table 3

Time Series Data on
Rice Availability and Consumption

(000mt . )
Domestic Total Total
Year Producticn Imports Food Aid Available Consumption
1970 220.- 35.-~ n/a 255.- 237.5
1971 206.3 35.- n/a 241.3 271.8
1672 206.3 45.- n/a 251.3 266.7
1673 199, - 40, - n/a 239.~- 253.2
1974 215.-- 35. -~ n/a 250, - 232.4
1975 202, - 42,7 n/a 2647 241, 4
1976 237.6 34.7 n/a 272.3 245.2
1977 227.7 51.1 14.4 278.8 265.1
1978 230.- 46,3 34.3 274.3 271.5
1879 191.- 62.5 9.5 2C00.5 310.5
1980 154.6 61.9 17.5 216.5 249.8
1981 266.8 72 4 12.6 339.4 227.2
1982 270- 82.3 20.8 352.8 346.9
1983 217.8 84,1 16.6 301.9 n/a
1684 221.7 90.4 17.5 312.1 n/a
1985 248.1 90.0 21.4 338.1 4L84-576
(table 4)
Scurces:

Domestlc Production 1970 - 1982: Hirsch [2]
1983 - 1985: HMinistry of Agriculture [6]
Total import and food aid 1970-1982 : Jacquot, Segay [5, Table 6)
1983-1985 : Hirsch [Z, Annex 6)
1983-1985 : Food Ald = PL 480 per USAID/Conakry
Total available: calculated
Consumption: 1970-1982 : Hirsch [2]

Note: See Tables 1l and 2 for alternative production estimates in selected
vears.
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Table 4

— e,

Crude Sensitivity Analysis of

Low Output/
High Consumption

Urban
Rural
Low Output/
Low Consumption
Urban
Rural
High Outpuc/
High Consumption
Urban
Rural
High Output/
Low Consumption
Urban
Rural

Rice Deficits

Total

Total:

Total:

Total:

See attached fo: assumptious

1985

Demand

Lo o
RS O

wn
~
o

140
344
484

232
344
576

140
344
484

===z

56
192
248

75
255
330

75
255
330

===

Difference

176
152
328

157
89
246

65
_89
154
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Assumptions for Table 4

Population: of 5.85 million, 4.30 rural and 1.55 urban
Source: average of estimates by SCETAGRI and World Bank [14]
for total, urban estimated at 1.55 in Southﬂ‘

Output Trade: High/low rice estimates from Table 1 and 2 r

Trade:

Consumption/Demand

High:

Low:

trade to flow to urban

espectively,

used 45% commercialized and allowed 1/2 of commercial

Kg/per capita/year

Urban 150
Rural 80
Urban 90
Rural 80

Notes on Preduction and Trade

Unknowns

Post harvest losses:

Ministiy of Agriculture [6) repocts a global figure of 15%
SCET.GRI [8] p.36 calculates losses (plus seeds) of 18%

Rice Transformation

Host sources use .55 as conversion of paddy to rice; however,
calculations indicate a rate of .65 - still low for

SCETARGI's
world, incl

Internal Trade and

uding LDC, standards.

Storage/Stocks:

YEAR

(000mt ,)
1977
Carry over stocks 55.6
Internal trade 20.1
Comm. imports 36.7
Food aid 14.4

(10, Table €]
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Thus, stocks and trade fell 74.2 nc. while aid and trade rose
34.9. This information is for the urban sector.

Ministry of Agriculcture [6] estimates that 40-50% of rice output
is commercialized but does not state how much flows to urban
areas. The above implies very little.

II. Determinancs of Consumption
Population (Table 5)

With a population growing vetween 2.4 and 2.8 per cent per year and
urbanization (habitations over 10,000) at 5.5%, agriculture will face
increasing demands to supply food, especially to Conakry which 1is
estimated to be crowing at over 9% per year. Migration of an expanding
voung population will probably fuel demand and erode the agricultural
laber supplv.

Using World Bank sopulacion estimates, the 1985 rice imporcs (Table 1) of
27.3% rtoral rice availability macched a 27% urban population.

Only SCETAGRI [&] presents projections of both population and demand for

rice and other cereals. Their stimates indicate that, between 1985 and

1295, total rice demand/consumption will grow 30%Z greater than population
growth and 10% greater than demand for other cearals, assuming no change

in the structure of agricultural produccion.

Tastes and Preferenccs

Rice is already the established ma jor staple food and local rice commands
a significant prewium in urban markets. (S. Block to supply price data).

Health/Nutrition

Although hard dara are extremely scanty, it appears [l4] that Guinea hus
the world's highest rate of irfant mortality (186/1000) and a high rate
of maternal mortality, Malnutrition, though not high relative to some
neighbouring countries, 1s still widespread especi~lly for females in the
North. Siace these mortality variables are susceptible to ameliuration
In the short run (CCCD), one would expect an expanded demand for food
supplies as mortality decreases.

(’ v



Year
1672
1977
1983
1985
1985 B
15965

Sources:

1972~1985:

1965 B~1985: Scetagric [8, p6] - Estimates Conakry ,opulation
at .7 and 1.2 respectively for 1985 and 1995,
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Table 5

Populétion Estimates
Guinea
(Millions)

Total
5.143
5.227
5.781
6.100
5.5
7.25

World Bank [14]

Urban

1.647
2.250
3.850

Rural

4,453
3.250
3.400
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Income /Substitution Effect

Household survey data is almost non-existant. Surveys by Stryker [9) and
Charlot [1], a more punctual attempt, were the only two reports found.
Both report high levels of household expenditures on food, largely rice,
averaging 60~70%. Errimareec nf par canitra annual consumption by income
2lass are repovted {o Table h. These data are consistant with more
casual obcervatrions and guesstimates. It 1ig interesting to note,
however, that the two data sets are very close at the middle income and
gverage total but diverpe at the lower and higher income groups. Stryker
estimates that rice consuuption rises across income groups 1n both
sectors while Charlot's data indicate that consumption levels are much
less variant and fall slichtly as fncome rises.

CGnly the Strvker survey pives informacion about income elasticities ard
marginil properties to consume (Table J-11). As noted by the World Bank,
thece dava fmply that "..the majority of the population of Conikry... 1is
still flrerally hunery in the sense that as their income begins to rise
they buv mer- ot all basic foodstuffs, so that their consumption of both
calories ane proteins increases.  “[11, pl5]. Thus, at least in the
short run, !¢ incomes rise, rice consumption will likely rise across all
Luzome wroaps ard there will be only a low substltvution effect away from
rice.
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Table 6

Estimates of Per Capita

Annual Rice Consumption (Kg.) by Incowe Class and Sector

Sector

Income Groug

Public - low
medium
high
average

Private -low
medium
high
average

Unemployead

Total Average

- Conakry -

SOURCE
Stryker [9)

1980

78

99.6
120-

94.8

81.6
108
123.6
102~

n/a

98.4

SCETAGRI (8] reports a Conakry estimate of 107 for 1985.

Charlot [1)

1984

108~
98.4
n/a
n/a

104.4
103.2
99.6

n/a
87.7

102~

Note: Charlot's six categories have been reclassified into the two ma jor

sectors.
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Draft Cable Concerning the Use
of P.L. 480 Sec. 1067108 Programs



A 9

1. DUPPlRRY, rEF, FRESEWNTS AN FORTUNITY FOR EMEBASS5Y AND
Do IDAZOMNAERY TO EXFLORE BIGHIFICANT LOMG=TERM DEVELOFMENT
SRS s~ U LLH D LE IR GED . WL HeddE P [Ras o On
EMBEASSY (1D AFFROACHES TO DEVELDFNENT, ALLOCATION OF
MANAGEMENT FESOURCES, AMNO BI-LATERAL RELST LGNSHIES.
pesitIle e LElATLED GUILANCE FRGUIDED IM REFTELSD,
Mleshdbly WLHIH REDSOWCA GUTDANCE, HA5 SERIQUS RESERVAT IONS
COMCZEN I IMFZEMEZNT P LON OF SEC. 1046/ 108 HEFORE
LHTRODUC MG THE LuaklCERT 1O GUG, BEFQRE TRCLIID LG [ CDSS,
AND BEFORE @DVENCING FY 87 TITLE I NEGOTIATIONS. MISSION
IFMERFEETS GUIDEL INMES, REF. A, A5 ALLOWING GUINES THE
kC:F'F'DE\'H.Ir-H'I"K TCO OFT FOR A5 MUCYH SEC. 108 A5 FOSSIELE. 75-100
FLIZUCEMY . THE RERLLITIES OF FOLITICS &ML FINANCE MAaY SREQUIRE
= TOEEND BOMTION TO STaY IM CLCC, HOST COURTEY CWMED
CHRRENCIES., IF THE MIGS1I0ON'S CONMCERNS AN BE RESOLVED,
THERE 195 REALOMAELE CERTAINMTY THAT THE LOAN MECHAMISMS

Pl DE wVARTLAELE, REF. A, IMAaY., WITH FRUDENT aMD SFECIFIC
GUIDANCE, FINMD A RECEFTIVE CLIMATE IN LIQUIDITY-STARVED
GUINER FUOR TTHE HNEXT S YEA/RS. BEFORE MISSION CAN FRESUME
[0 BELOME THE FINANC AL MeNAGER OF 4 SMALL FART OF

U THRER'S THYESTHENT FOR'FOL LD, MUORE GULDAMCE IMUST RE

R THCOM IS, IF THE FOLLOWING CUNCERMS BARE S&TI3FIED,

PRV =3 bl Py DS TOE R SREID LTS =S = MOHE O TXFL widaz] 1,

UTTE MO wTTEM-T 10 ESTARLISH « TIME~-LIMIT, £BUT HOFING FOR

=y =CLER TRANMCE.



R THE EROAD ~UTHORITY TO ACT WHICH FREF. A BIVES TO THE
FIELD, RECGUIRES CLARIFICATION. THE MISSION'S COMCERN 1S
THR T EMERESSY  ALD MERMSSERET | REGULURNCES GRE DER=BURDENED
ALREADY . AND CAMNCT MEET THE AOD DT IOMNAL FROGRAMMING
FEQUIREMENTS MADE EXFLICIT TN REFL Y. THE MISSION LACKS
FHE FL 390 YTIILE 1 EXFERTLISE T AFFROACH THE COG WITH 4
CLEAR EXFLAMNATION OF REF. &, WHICH MUST RE A FREREQUISITE
T0 OFEMING MEGDTIA! IONS, IF THIS FIRST GBATE 15 FrSSED,
=D PHE FRINCIFLES OF SEC Tog /108 FARTICHL_ARLY SEC. 108,
ARE ACCEFTED kY GOG. IMELEMEMNTATION MAY BEGIN, HOWEVER,
THE [FG-GUIN_A, YET TO KE MHOMIMNA TED. WOULD HE HGRD FRESSED
10 ADLREDS THE MINIMUM REQUIREMENTS, REF. A. IF FURTHER
BUITDAMLE 13 INRDECGUIATE s NGT RECEIVED FRIOR TO  MID-0OCT.
MISSLOM CRMNUT TTEMET 10 TMFLEMEMT SEC 1L/ 1089 FOR FY @7,
Seon, LTy Cl QUOTE. FFRUGFAMS SHOULD EE DESIGNED IN A
FIGNMER WHICH S UURES CONSIS TEMOY WITH, OR DOES NOT
UHDERCUT ., EFFURES OF THE U. 5, GOVERNNHENT UR IFIS TO
FROMOTE FINGNCIAL SECTOR FOLICY FEFORMS.  END GHUOTE.  WHO
VESTOLNS FROGRAMS &MD WHAT 13 1 HE LESTIGN/AFFROVAL FROCESS?T
THE MIZESION SIMFLY CANNOT AFFORD THE MANA SEMENT RESO0URCES
PL = lE&RE N Al ADD LT LUNAL FFOGHAM OF THE SCOFE IM-LICIT
IN IEF L A, CAM WAL TF TED TECHNICZAL ASSISTANCE &E ASSIGNED
RN A S S R IRV D N NG VA
H., <. I, l_I LUMFET LT EON WITH U.S. AGRICJULTURAL

COMMODITLIES 1IN WURLD MaREETS. THE TIMMELIATE THRGETS IN

-

-

Y


http:OULRE'.AS

GUITER HEXT § YEARRS) FOR SEC. 1046/108 AFFLICATIONS SEEM
10 BE IM THE REHREILITSTION OF FRIVATE &GRO-IMDUSTRIAL
IMFRFRSTRUC TURES. [F SUCCESEFUL, THE LOCAL FRODUCTION
MECESSARY TO MEET . IORY DEMANDS, WOULD, IN THE SHAORT
RUM, DEMY U.5. MARFET EXFENSION, ESPECLALLY RICE. FERHAFS
LONG TERM THADE EALAMCES WOULD BREMEFIT. HOWEVER, [T I3
DIFFICULT TO RATICMALIZE ENCUURAGEMENT OF RICE, COTTON, OR
’.'kib‘U[LK FROLESSING FrUli.ITIES THAT ENCOURSGE LOCAL

FROUDUCT IUN W TH THE COMESTITION CLAUSE. DOES DLCC FUOOD wID
SUB-CUMMITTEE HAVE A LOMG-TERM RATIONALE FOR THIS DILEMMAT
C. 2 IV, AL GQUOTE. FRIOKR TO COMMENCEMENT QOF TITLE T
MEGOTIATIONS, THE [FG,/WASHINGTON SHALL EXERCISE CENTRAL
BUDGET CONTROL #MD ALLOCATE FUNRING LEVELS REQUESTED FOR
SEC. 1057108 USES, INCLUDING AMAUMTS TO EE ALLOCATED ON A
GRAMNT BRELS. EMD OULOTE. IT WOULD AFFEAR TO EE TACTICALLY
WISE TO AFEROACH SEC. 102 A5 A COMFLETELY NEW EALL GAME
FOF GUINEA. ILE.: ALL TITLE I AMORTIZATION SCHEDULES FOR
FL 480 aGREEMENTS, CLCC TERMS, 19462 THROUGH 1986, WOULD
CONTIMNUE AS IS. THIS IMFLIES ACCEPTANCE‘DF WHATEVER
ROUTIME REFORYTS ARE REQUIRED, INCLUDING A FINAL,
LINE-DRAWING RNNUAL SELF-HELF COMFLIANCE REFORT, FY B86.
Lo Fe 87 WITH A MAXIMUM COMMITMENT TO LCC TERMS, AND
PE-WRITE SELF-HELF MEASURES [N TERMS UF U.S. &S5UMING
MANAGGEMENT bF GOG'S INVESTMENT FROTFOLIO FOR AFFROX DOLS @

MIL. AMMUGLLY. THIS ALSO RAISES THE QUESTION OF CURRENT



SMOF T ZATION SCHEDULES UNDER CLCC TERMS. WOULD IT BE
FOSSIBLE TO CONVERT AMY OF THE UNFAID IMTEREST /FRINCIFAL
VS T RALLMEHT S (0 LE REFRYMENT TERMS 10 MaEE U.5. OWNED L.C
AVAILAELE NOW?  COULD L/C FROCEEDS FROM FFFR BE REMITTED
GY GOG TO FINSNCE THESE FavMENTS, OR FAYMENT FOF FY 97
SEC. 108 LOMMUDLITIES™

O, 2, ¥Il., A, GUODTE. FOR SEC. 108 LENDING FURFOSES, IT IS
EXECUTIVE BRaMCH FOLLICY THAT ONLY FRIVATELY OWNED IFIS,
WITH MU FUBLIC SECTUR OWNERSHIF, SHALL BE ELIGILLE TO
RECEIVE LOANS. END GUOTE. GUINEA HAS GIVEN AMFLE
EUIDENCE THAT [T IS SINCERE IN [TS FOLICY TO

DE-50C 1AL LZE ‘DE-CENTRAL [Z7E /DIVEST GOVERNMENT OWNERSHIF IN
SUATE TRAO LG, BaME NG, AMD IMDUSTRIAL FRCILITIES. SUCH
LE -COMVELL Lalllo] HeFFEN OUVER-MIGHT.  THaT THE DIVESTITURE
HAas FROGEESSED 10 THE DEGREE THAT IT HAS SINCE DEC. 1985,
Malh S THE FURCE OF THE GUG COMMITMENT. 1T IS MOT
SURFRLSIMG THAD LM THE TRGNSLTION TO FRIVATIZATION, GOG
EIMDS 11 FOLITICALLY FRAGMATIC O RETAIN A DEGREE OF
UWMERSHLF 1M FEvY FIMANCIAL ~ND INDUSTRIAL COMFLEXES. THE
‘nuwmsﬁlom OF GUOTE SOCIETE MIXTE, END QUOTE, WILL EEG
SFECIEICITY FOR & LOMG [IME.  THIG 15 0 SAY THAT WITHOUT
SOME MUDIFICATIGH OF CONMULTIONALITY TO THE TERMS GUOTED
AE L HEGUT LA LS SioF HERE . ITHE SSRIE SRFEAL FOR
RbLH;AliUN’UF LMCUNDLITLONAL TEFMS AFFLIES TO Z. VII, A,

v, SO E. IHE SinIUIeE I



CLEAR IN ITS [NTENTION THAT THE SUE~_04NS EE MaveE TO WHOLY
FRIVATE FIRMS AND IMDIVIDIUGLS, MOT SUERJECT TO GOVERNMENT
COMTRGL . chib g TE. LE THIS STRATUATORY REGUIFEMENT IS
ENFDORCED. IT WCULD AFFEALR THAT SEC. 106/108 LEGISLATION IS
NOT INTEMDED FOR wNY OF THE\EX—CbLDNIAL AFRICAN NATIONS IN
PRSI T TUN.

E. e N CUOTE. 0 THE EXTENT FR&CTICAELE THESE
ANMURL ESTIMSTES WILL INCLUDE AMUOUNTS [NTENDED 10 EE
ALLOCARTED 10 FYD'S &HD CO-0FS ON & GRAMT BASLS FOR
STRRT-UF CUSTS. END QUOTE. THE GRANT TERMS, WHICH &FFLY
TJ) LUTH SEC 105/108, AGREEMENTS ARE UNCLEAR. WHAT IS THE
S0URCE OF THE GRANT FUNDST  TO WHAT EXTENT MUST AID GRANT
ALCUUNTING FRUCEDURES BE AFFLIEDT  WHD DRAWS UF THE GRANT
AEFEEMEMT . i WHO ARE THE SIGMATORIES™ WHAT ARE THE
FRRAMEFERS FOR DEFINING, QUOTE. START-UF EXFENSES., END
QUATE™  ARE MODEL AGREEMENTS, CLEAKED BY GENERAL COUNCIL,
AVATLABLE

F. AN IMMEDIATE QFERATIONAL CONCERN THAT IS NOT ADDRESSED
IN REF. A IS THE COMMODITY MIX, AND EXFORT MAREET VALUE OF
SEC. 1067103 AGREEMENTS. THERE ARE ALREADY SUFFICIENT
INOUIRIES IN GUINEA TO FOSTULATE THE COMCEFT THAT SMaLL
INCREMEMTS, [N TUMNGGE AND MaLUE, OF SEVERAL COMMODITIES
Py BT TMUL-TE FRIVATE SECTOR REHARILITATLON. FRESENT L
<430 ADNIM[éIRATIVE FEQUIREMEMIS, EBOTH IN L.S.. AMD aT

MIZSSION LEVEL, ARE NOT GEAFED TO SMALL SLALE LOGISTICS AND



SDMINISTRATION, £.5.: SUIHES 15 TARGETED FOR EsRLY

SIGNING Fy 87 TITLE I AGREEMENT. THE ASSUMFTION IS THAT

[T WD BE MUTUALLY BENEFICLIAL 10 WraF UFE anN AERZEMENT

0

FOR DOLS &-8 MILLION IN RICE BY T0 DEC. 3. MISSION IS
AWARE OF w0 ITHIGUIRY ON THE FarRT OF A GOVERNMENT DOWNED
IEXTILE MLILL, SUHEOULED 70 wE TR&ANSITIOMSLLY FRIVATIIED RY
I MarkUtH 87, A TRANSITION FERIOD OF MIXED OQWMNERSHIF OF
UMEUUIN DURATION 15 ATl C1MGED. THERE IS AN [MMEUIATE
REQUIITREMENT Fol dda MT O 1.5 B&LED el COTTON. THE
DILEMMA THLIS FRESEMTS TO THE MISSION 1S: THE
FRIVATTIZATION ASFECT FI1S FERFECTLY 106,108 GUIDELINES
LECAUSE At EXFANSLON LUSN THROUGH AN IFLD IS INCLUDED.
IMFLEMERTATTON OF A SEC. 103 AGREEMENT FOR 800 MT AS FART
UF i By 20 ALREEMENT Ml ES RENSE IN TERMS QF A 5SEC. 108
SR ERMENT . Y AN MISSION AFFORD THE TIME AND MANFOWER

RESOURCES 10U GO &FIER &M ABREEMENT FOR LESS THAN DOLS 1.0

-~
/
ML BRVYENM LF LT v FakED OF ke TUTAL FY l})‘{ AOREZEMENT? X
UMFORTUNATELY,, THE “NSWER SEEMS TO ZE NO, &5 LONG &S
MLISSTUM ~ADHERES TO FRESENT &ID MANAGEMENT FRINCIFLES AND
FREIORITIES. SIMILal SEC 1oe/108 FRIVATIZATION
OFFORIIITIES HAVE FOTERT ITAL USES WITH SMNALL SCALE PL 480
'-|QV\5 ‘(M& L\Q-}-Q)Jﬂ-f{)

COMNMUD T LIES WHICH CulllD BE LISEDL ll'-IAHGF.'U-INDUSTE’lAL

e w HF-\-\L(& Qr | T
ki b Ll bR STHEME R i e e ‘CUTI!JI"J,Ii UMRKREF [NED VEGOIL, Wwnie
FAlLUtr, EVEDN el TORGSLLD. (HE AESUMETION IS THAT THE
CUMMODL Ty MLR 1S BQUALLY THFOETASNT &S THE CRASH

,,(l

-



LIQUIDITY THRT IT REFRESENTS. THE DILEMMA IS5 COMFOUMDED 7
EY mAUDMITTING THAT S5, 000 MT RICE. CUMEINED FL 430 TITLE I

D FFRR, 1788, COMTRIBUTES 100 TOTAL FROJECTED RICE

[MEORTS OF FROESELY 120, 000 MT. FY 2&_,UREB&N RICE

FREQUIREMENTS FOR ONE vEAR FUOR GUIMEA ARE ESTIMATED aT

ﬂ
0

Lad oo MT. S LOMIG w5 UG (b FROYIDE HDEUUSTE RICE
LTS URESM COMNDIMERS, WHERE 12 THE MAREET FOR LOCALLY
FRODUCED RICE, [NCERT[VES MOTUWLTHS TAMD NG EVEN

af lacally Pvedewd ¢uie
CRUSS-LURCER TF.’;;lﬁ)[rxlu/\I'I»’ﬂ‘“{ LODE 115 ADVANTALGES. ~Lo 480
FOTLE [ RICE IMIO SIERKA LEUOMNE EQUALS THE GUIMEA TITLE I
LEVEL., Z0 GEMERGAL 8Tl alILITY OF RICE IN SIERRA LEONE
SHOULD REDUCE CRUSS-GURDER 7 FrDE., THE NI%_SION WANTS TO

G0 1o

SUSTHIN THE Fro 837 TINM.E | LEVEL AT D('JLS.AB.U MIL., RY
SURSTT U LRSI HER L 4230 CUMMODITIES FOR RICE., BUT THE
UFTIONS (VEGUIL. WHEAST FILOQUR, R&W COTTUN, TALLOW) ARE
EXTREMELY LIMITED, =MD SMALL SCALE.
L. Z. II. GLOTE. THE CONFEREES STATE THAT THEY INTEND
TO JUDGE THE FERFORMANCE OF THE ADMINISTRATION OF THE
AUTHORITIES ON THE CUALITY OF [NVESTMENTS MADE UNDER THE
FEOGRAM, &HND NOT UFON THE YOLUME OF THE FUMDS DIRECTED TO
THE IF149. ERL MIOTE., THE 130U, = F, ABOVE, IS &
SUMECQHENT UF THE FOLLUWING COMCERN. I'HE LO#N FROCESS SND

RO TN GUITHEA REMGINS. B4 &NHD LakRGE. STILL UNEQWR,



MUTH FURTHER TRAIMNING AMD RESEARCH 1S MEEDED REFQRE THE

MISSION CAN FULLY COFE willl &SLL 0OF THE REQUIREMENTS, REF

e TETOTHE MEED FOR SUCH LIOIDITy DECOMES MORE WFFPARENT
EVERY DAvY. WITH AFFROFRIATE GUIDANCE THE LOAMING
INSTITUTIONGS wND SUEB-EOFEOWERS MAY START DREAW-DOWNMNS OF
LoSe OUWNMED L/C FASTER THAM AMTICIFA D, THE MISSI0N SEES
THE THFLEMENTAT IUN SCEMARIQ A5 GETTING THE SEC (0g 1J4.S.
CWHED CURFEMNCY IN FLALE LN AMY GIVEN FY (37.88,.0R 8% By
CUPRERT IHG WHOLE Ok FaRD GGREEMENTS 160 LUC REFAYMEMNT TERM3
WITH GUG'S FULL UNDERSTANDING 4ND COMNUURRENCE. AETER
ELTABLTIGHING THE SeC Ju8 L/C «CCOUNT, DRAW DOMhS MAY
COmmiEnCeE DURING THE MEXT YERR OF W0, &S IFIS, BORROWERS.
FOJECTED <RE ROVITEWED AHD <FFROVED. IMITIAL DISEURSEMENTS
Fevy bl SLOW Sl BPh%LiA. LDErr THE RECUIRED FROMISE OF
ECERTURL COMVERT TRILLIY OF L/C DEFOSITS 70 DOLLAKRS
FRUOMVIDES &DEGAITE 13 FROTECTION IF THE VOLUME OF LOANS
In LESS THRI wNTLHEIERTED. MIGSION 1S5 ASSUMING THAT FIRST
FRIOFITY 1S 10 ESTABLISH FROCEDURES THAT WILL OFEN UF LCC
REFAVHMENT TEFMS, wMD U.5. UWNED L/C ACCOUNTS. FUND ING
TH1S, SUR-LURROWERS “ND FROJECTS FOLLOWS AFGCE, WITH, FOR
SanlTFLE, OFLIC =S558 -nlE.

~. Ll i ys o FRUOLENT AFFLICATION OF ALL ASSISTANCE

SUELIEL S S Lk E T IHE FLELD DEMANDS THaT THE



INITIARTIVE OFFERED, FEF A, LE FEVIEWED FOR ARFLICAERILITY
Tl DEVELUFMENT TN GUINES, THIS ANALYSIS TWELES
EERATIOGMNAL ARD IMFEIEMENT ST IOM 195UES THAT: (L) aRE OF
IMMEDIATE CONCERN TO CD35 CONSIDERATIONS AND BILATERAL
HEGOTIATIONS: () ANTICIFATE ADDITIOHNAL REQUIREMINTZS FOR
E-Fiml TECHRTUAL wLSISTANLE ;s T RELGJIRE FURTHER
CLmBIFTCATION BEFOFE GFFRFOACHING GDG: (4 FUT LOANS TO
1S5, BEF Ao TR COMNTEYT OF FRESEMIT SASSISTANCE FURTFOLIO
LHULUDITHG ON=-GOIMG DR FROJECTS, =EFRS, FRESENMT TITLE 1
CLCC LORNS AND SELF-HELF MEASURES, AL FEFRR: (5) TEST THE
FRAOITCALITY UF SEC 1og/ 1oy LESIEILATION, “T THIS FOINT,
ALSRIOr 1S EVIREMELY WHLOMFORTARCE WITH THE REF &'S

bl LT AIPFL 2 T MATasEMENT . SDMINHISTRATIVE KREQUIREMENTS
eSS ALRERDY CER-COMMIITED CEGLLIRCES. MISSTON
FRHEFERS T RFFFUALH SEC 1us . 1wl VERY ChUTIQUSLY. MISSTON
AT LOCIFSTES MNEED FOR FURITHER TECHNICAL ASSISTANCE IN FL-
4 SDMIMISTEAT LN, CwFITAL LUAN SANALYSITS, FROJECT DESIGNM
EEFORE THE FROFOSKAL. REF. . CAN BE REVIEWED Wlith G5OG.
[FIS., AND FRIVATE SLCCTOR. THE MISSION WILL CONSIDER
EMFLEMENTATION CF SEC 108 IM FY 87 ONLY IF THE ARDVE
CHNCERTS Sl BE ADDRESSED By MID-0CT. 1934, THE
DELIBERATIONS, REF, @&, COINCIDE WITH THE ON-GOIMG FOOD

ot REEENT o THE RECASTING GOF THE CLDST. 4l SLiaNING UF Fy

\49



7 VITLE I, EBILATERAL FOLICY DIALOGUES COVERIMNG
FRIVATIZATION, ~MD AEFRF FROCRAM DESITGM. NI%SION WILL
MOT, CApl NOT, CGFEN DIZCUZSIOMNS WITH G006, [F1S, OF FRIQHTE
SGECTOR IN GUINHEA UNTIL aAROVE 15SUES ARE RESQLVED TO

FITESION'S SaTISFACT LON.

.
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AGREEMENT BETWEEN

THE GOVERNMENT OF THE UNITED STATES OF AMERICA

AND

THE GOVERNMENT OF THE REPUBLIC OF GUINEA

FOR AGRICULTURAL COMMODITIES

UNDER

FOOD FOR PROGRESS

FY 1986

\\/ ~



PREAMBLE

The Government of the United States of America (hereinafter -
referred to as the Government of the Exporting Country) and the
Government of Guinea (hereinafter referred to as the Government of the
Importing Country);

In an effort to use the food resources of the United States in
support of countries that have made comnittments to introduce or expand
free entreprise elements in their agricultural economies through changes
In commodity rricing, marketing, input availability, distribution, and
private sector involvement;

Recognizing the extent to which the Government of the Importing
Country is committed to or is carrying out policies that promote economic
freedom, privare, domestic production of food commodities for domestic
consumption, and the creavion and expansion of cfficient domestic markets
for the purchase and sale of such cormodities;

Desiring to set forth the understandings that will govern the
supply of agricultural commodities to the importing country pursuant to
the Food For Progress Act of 1985 (hereinafter referred to as the Act),
and the measures that the two Governments will take in furthering the
above policies;

Have agreed as follows:

PART 1 GENERAL PROVISIONS

ARTICLE I

AL The Covernment of the Importing Country is carrying out and agrees
to conrinue to carry out policy reforms as provided in Attachment A,
which is attached hereto, and made part of this Agreement.

B. The Government of the Exporting Country agr:es to provide, 1in
support of the Importing Country's policies specified in Attachment A,
the agricultural commodities and quantities thereof specified in the
Commodity Table in Part IT1 of this Agreement, and, if specifically
included in Parc IT, ocean transportation costs for the commodities
provided.

C. Except as may be authorized by the Governmen:t of the Exporting
Country, all Jdeliveries of commodities provided under this Agreement will
be made within the supply period specified in the commodity table in Part
II.



ARTICLE 11

4. WORLD TRADE
The Government of the Importing Country:

1. Will take all possible measures to insure that total commercial
imports will equal at least the quantities of agricultural commodities
specified in the Usual Marketing Table set forth in Part II, Item IIX
during each subsequent comparable period in which commodities provided
under this Agreement are being delivered;

2. Will not sell or transship to other countries the commodities
supplied pursuant to this Agreement; and

3. Will cake mawimum precautions to prevent the export of any commodity,
as defined in Parc II, ltem IV, of either domestic or foreign origin
during the export limitacion period there defined, except as may be
specified in Part Il ov specifically approved by the Government of the

Exporting Countryv.

B. TERMS AND CONDITIONS

Other terms and conditions for implementing this Agreement, including
commodity purchases and shipment of commodities, claims procedures and
reports, are set forth in Attachment C which is attached hereto and made
a part of this Agreement. In the event of any inconsistancy between
Parts T, II, IIl and Attachement C, the provisions of Parts I, II, and
ITT will apply.

C. COMPLTANCE AND REPORTING

In addition to any other reports agreed upon by the two Governments, the
Government of the Importing Country ahall furnish, in such form and at
such time as may be requested by the Government of the Exporting Country,
a report covering the supply period specified in Part II, Item I of the
Agreement and containing: statistical data on imports by country of
origirn to meet usual marketing requirements specified in Part II, Item
II1 of the Agreement; a statement of the measures taken to implement cthe
provisions of Section A of this Article; and statistical data on exports
by country of destination of commodities the same as or like those
imported under the Agreement, as specified in Part II, Item IV of the
Agrecment. .

On or before September 30 of each year of the Food for Progres: Program,
the Government of the Importing Country will prepare and transmit to
USAID: (1) A report on the policies and reforms measures to be
implemented during this Agreement as contained in Attachment A and (2) a
report on tonnage received and distributed under this Agreement.

o~
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PART II PARTICULAR PROVISTIONS

ITEM T - Commodity Table

Agricultural commodities to be made available in United States Fiscal
Year 1986 to the Government of the Importing Country are as follows:

Commodity Supply Period Total Quanticty Approximate World
(U.S. Fiscal (metric tons) Market Value
Year) (U.S. dollars)
RICE 1986/1987 30,000 5.4 million
Ocean Transportation 4 65 million
TOTAL 10.05 million

Ao Subject to avatlability of commodities and of funds, and to the
continued carrying sut by the Government of the Importing Country of the
policies identified in Attachment A, 1t is thz intention of the
Goverament of the Exporting Country to agrze with the Government of the
Imporcing Countrv fo furnish an additional 40,000 metric tons of rice in
United Staces Fiscal Year 1987 and an additional 30,000 metric tons of
rice in United Stares Fiscal Year 1988, The furnishing of additional
commodities wav be eicher on 4 donation, or on a credit sale basis as the
two Governments may agree.

B. The specifications of the rice to be provided by the Government of
the Exporting Country and the packaging deccriptions will be in
accordance with the specifications in Attachment B, attached hereto and
made a part of this Agrcement.

ITEM II - Pavment of Costs

Reprocessing, packaging, transporting, handling and other charges
incurred in furnishing the commodities will be apportioned as follows:
A.  The Government of the Exporting Country will donate the rice without
charge and will pay the following costs: processing, handling,
packaging, transport costs to U.S. port{s) of allocation, ocean
transportation from U.S. ports to port of entry, and survey fees.

B. The Government of the Importing Country agrees to arrange freight
forwarding and booking and pay the following costs: 1inland
transportation, distribution and handling within Guinea.



ITEM III - Usual Marketing Table

Commodity Import Period

Usual Marketing

(U.S.Fiscal Year)

Usual Marketing
Requirements
(metric tons)

RICE 1986
RICE 1987
ITEM IV Export Limi:atjggg

A. Export LimiEition Period:

62,800

62,800

The Export Limitation Period shall be United States Fiscal Year 1986, or
any subsequent United States Fiseal Year during which commodities
financed under this Agreement are being imported.

B. Commodities to which exporc limitations apply:

For the purposes of Part I, article Il.a,
commodity which may not be exported is

or milled.

ITEM ¥ - Suspension of the Agreement

. of this Agreement, the

ice in the form of paddy, brownm

The Government of the Exporting Country will review, at least annually,
the performance and implementation of this Agreement by the Government of
the Importing Country. 1If the Government of the Exporting Country finds

that the provisions of this Agreement,

policies {dentified in Actachmeat A,

including implementations of the
are not being substantially met, no

further agricultural commodities will be made available under this

Agreement,

PART II1 FINAL PROVISIONS

A. This Agreement may be terminated b

y either Government for any reason

by notice of termination te the other Government.

B. This Agreement shall enter into force upon signature.

C. This Agreement shall be executed in both the English and French
languages. In the event of any conflict between the two versiouns, the

English language text will control.



IN WITNESS WHEREOF, the respective representatives, duly authorized for

the purpose, have signed the present Agreement.

Done in Conakry

Nineteen Hundred and Eighty Six.

FOR THE GOVERNMENT OF
THE UNITED STATES OF
AMERICA

L, (2 pusta
William Mithoefer
Charge d'Affaires of

the Ambassy of the
United States of America

on the 135 th of September

FOR THE GOVERNMENT OF
THE REPUBLIC OF

GUINEA
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Attachment A

GUINEA FOOD FOR PROGRESS - FY 1986

PROGRAM DESCRIPTION

Item I. POLICY REFORMS

The Government of Guinea (hereinafter GOG) has undertaken a series of
major policy reforms which entail a firm shift away from a centralized
System to a system based more securely on free enterprise and private
initiative, with particular attention to agriculture. The new government
has made significant political and economic changes. Key economic
reforms include major changes in policies affecting the agricultural
sector, the currency and banking svstem, and state involvement in the
economy. Xey political reforms include the abolition of the country's
single political party; ard the replacement of its local party celles
with freely elected district councils has begun. Specific measures
undertaken include:

A. Agricultural Sector

- Abolition of over 300 state farms and 34 regional state trading
companies which had a mandate to control trade in agricultural
products;

- Elimination of practices, such as taxation in kind and roadblocks,
which prevented free trade and commerce within the country;

- Abolition of the heavily subsidized food rationing system;

- Elimination of state trading companies which had a monopoly over food
imports;

-~ Significant reduction of subsidies on rice and fuel;
- Significant increase in the prices of major agricultural exports

(coffee and palm nut).

B. Currencv and Banking

- Major devaluation, supported by a weekly auction system to establish
an exchange rate which reflects market conditions;

- Introduction ~f a new currency, the Cuinean Franc;

- Closing of all government-owned banks, and their replacement with a
private banking syszem.
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C. State Role in the Economy

- Beginning the liquidation or privatization of parastatal corporations;
- Beginning the reduction of excess government employment, including

practices to test employees' competence, and restructuring government
services to increase efficiency.

During the remainder of 1986, the Government is committed to a series of
additional reforms, including:

- Further adjustment of major commodity prices to reflect import costs;
- Privatization of remaining viable parastatals;

- Major reduction in civil servants (from approximately 90,000 to
60,000);

- Increase decentralization of government functions;

- Establishment of market prices for public utility and transportation
services;

- Introduction of a simplified tariff structure and ctustoms procedures;

- Promulgation of new mining, commercial, petrcleum and investment codes.

Item II. FOOD FOR PROGRESS - SUPPORT FOR POLICY REFORM

In the context of these sweeping policy changes, Food for Progress
resources will be used both to ensure the maintenance of reforms already
undertaken, and to facilitate the on-going reform process. The reforms
in rice marketing are particularly important, since a lack of adequate
rice at reasonable prices could undermine support for a wide range of
other economic reforms:

1) During the first year of rice marketing reform (1986), Food for
Progress rice will be used primarily to assure adequate levels of
properly timed rice imports. Such imports are necessacy both to meet
market demand, and to help ease the tensions caused by recent rice
shortages and price increases. Rice would be released on a timely
schedule to private retailers by the joint venture company Soci_t_
G_n _rale de Commerce and/or selected private guinean trading companies
deemed capable of handling efficiently its recept and storage.

2) In the second and third years, Food for Progress rice would concinue
to help guarantee adequate supplies, as local producers and private
importers respond to the new incentives created by the policy reforms.
Whether this objective would be achieved by developing a formal
stabilizacion stock (releasing food into the market only when price
levels exceed an established threshold price) or by assuring a well-timed
source of imports to be marketed directly, will depend heavily on how
rapidly local producers can increase production.



The Government of the United States of America (USG) and GOG will jointly
study and determine the desired import levels and distribution mecanism.

Item III. POLICY REFORM PERFORMANCE EVALUATION FACTORS

The rice marketing reform is integral to the sucess of the broad econcaic
reform program undertaken by the GOG. Food for Progress evaluation
factors during the initial vear of the Agreement (1986) will be focused
on the performance of the GOG in effectively :mplementing private sector
rice pricing and marketing policy reforms which stimulate increased
domestic agricultural production. Performance on the six factors below
will be evaluated before approving commodities for the second year under
this Agreement. Additional performance evaluation factors may be
negotiated Ior future vears.

1) The policy of permitting private imports of rice should continue,
without the imposition of restrictions which would provide an unfair
advantage to government entities. Ove. the course of the Agreement, the
percentage of rice imported privately should increase, with increasing
competition being reflected by an increase in the number of private
importers (i.e. other than Soci_t G _n rale de Commerce).

2) Food raticns should not be reintroduced,
3) Food subsidies to consumers should not be reintroduced.

4) The GOG should progressively remove officially escablished prices for
privately imported rice. The USG and GOG will develop a mutually
agreeable schedule for doing so during the first year of the Food for
Progress Program.

5) The GOG shall move toward market pricing of agricultural inputs, ard
support free, competitive markets in the import and sale of agricultural
inputs. The USG and GOG will develop a mutually agreeable schedule for
doing so during the first year of the Food for Progress Program.

6) The GOG should undertake measures to improve security in the Port of
Conakry.

Item IV. IMPLEMENTATION PROCEDURES

It is agreed that representatives of the two Governments will consult
with respect to the implemencation of this Agreement.



Item VI. PROPOSED DELIVERY SCHEDULE

Delivery: 10,000 Metric Tons September 1986
10,000 " " October 1986
10,000 " " " November 1986

Note: Should the above schedule change, the Government of the Importing
Country will promptly inform the Chief, Export Operations Branch, KCCO,
P.O. Box 205, Kansas City, Missourf (4141, Telephone (816) 926-6707.
Generally, at least 60 days notice is required in order to assure
delivery of commodities at U.S. ports by the desired date.



Attachment B

DONATION OF AGRICULTURAL COMMODITIES MADE AVAILABLE UNDER
SECTION 416 (B) OF THE AGRICULTURAL ACT OF 1949
IN ACCORDANCE WITH
FOOD FOR PROGRESS AGREFMENT

A. COMMODITY SPECIFICATION

Unless provided otherwise in the Food for Progress Agreement,
the quality of agricultural commodities and the packaging
description will be in accordance with the following
specifications.

Milled Rice: U.S. lUo. 5 or betrer containing not in excess of
20 percent bhroken. Short, medium or long grain at USG option.
Milled rice shall be either well milled or reasonably well
milled.

B. PACKAGING AND MARKINGS

Packaging: 110 pouads net (50 kgs net) in polypropylene bags.

Markings: Markings will be determined by CCC (Commodity Credit

Corporation).

C. TENTATIVE PORT OF DISCHARGE

For Rice: Conakry Port

D. CONSIGNEE

Ministry of Plan and Internacional Cooperation.



Attachment C

GENERAL TERMS AND CONDITIONS APPLICABLE TO THE DONATION OF
AGRICULTURAL COMMODITIES UNDER SECTION 416 (B) OF THE
AGRICULTURAL ACT OF 1949 IN ACCORDANCE WITH
FOOD FOR PROGRESS AGREEMENT

This Attachment contains the terms and conditions governing the donation
of agricultural commodities made available under the authority of Section
416 (B) of the Agricultural Act of 1949, as amended, for use in carrying
out the Food :for Progress Act of 1985.

ol Tr 3]
A.  DEFINTTIONS

L. "AID" means the Agency for Intermational Development or any successor
Agency, including, when applicable, each USAID. "USAID" means an office
of AID located in a foreign country or an AID Representative or AID
Affairs Officer. "AID/W" means the Office of AID located in Washington,
D.C.

I. "CCC" wmeans the Commodity Credit Corporation, a corporate agency and
instrumentality of the United States within the U.S. Department of
Agriculture (USDA).

3. "ASCS" means the Agricultural Stabilization and Conservation
Service, USDA.

4. "KCCO" means the Kansas City Commodity Office, ASCS.

B. COMMODITY ARRANGEMENTS

1. Unless the Food for Progress Agreement provides otherwise, title to
the agricultural commodities shall pass to the Government of the
Importing Country at the time and place of delivery F.A.S. vessel at the
U.S. ports,

2. CCC will pay reprocessing, packaging, transporting, handling, and
other charges incurred in making commodities available to the Government
of the Importing Country as agreed upon in this Food for Progress
Agreement.

3. All costs and expenses incurred subsequent to the transfer of title
to the Government cf the Importing Country shall be borne by that
government except that CCC may pay or make reimbursement for
transportation costs from U.S. ports to designated ports or points of
entry abroad when, and to the extent specifically provided in the Food
for Progress Agreement or upon the determination by CCC that it is in the
best interest of the program to do sc.

4., Shipment of commodities and the payment of ocean freight shall be
made in accordance with the following procedures:

(A) (1) Where the Government of the Importing Country agrees to pay’
ocean transportation costs and perform freight forwarding and booking
functions, KCCO will furnish the Government of the Importing Counctry with
a Notice of Commodity Availability (CCC-512) which will name the
receiving country, quantity, U.S. port and date of delivery at U.S. port.

[
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The Government of the Importing Country will arrange ocean transportation
and freight forwarding so as to comply with the requirements of the
Government of the Exporting Country regarding the quantities made
available under the Agreement that must be carried on U.S. flag vessels,
Non-vessel operating common carriers (NVOCC) may not be employed to carry
U.S.-flag shipments. Approval of ocean transportation arrangements must
be obtained from the Agricultural Stabilization and Conservation Service
ASCS/KCCO/USDa, P.O. BOX 205, Kansas City, Missouri 64141, Telephone:
(8l6) 926-6707.

(A) (2) The Government of the Importing Country will complete the
CCC-512 indicating name of steamship company, vessel name, vessel flag
and estimated time of arrival at U.S. port, sign and return the completed
form to KCCO/USDA, with a copy to Public Law 480 Operations Division,
Foreign Agricultural Service, USDA. KCCO/USDA will then issue
instructions to have the commodities shipped free alongside vessel to
U.S. purt for consignment to the Government of the Importing Cov try as
specitied in the CCC-512. U.S. ports will be selected on the basis of
the lowest cost to CCC unless provided for otherwise in of this Food for
Progress Agreement or unless mutually agreed to by both the Government of
the lmporting Country and KCCO/USDA.

(3) (1) When the Government of the Exporting Country agrees to pay ocean
transportaticn costs and the Government of the Importing Conntry agrees
to perform freight forwarding and booking functions, the KCCO/USDA will

furnish the Government of the Imporvting Country with a Notice of
Commodity Availabilicy (CCC-512) which will name the receiving country,
quantity and dace at U.5. port. The Government of the Importing Country

will arrange ocean trausportation and freight forwarding so as to comply
with the requirements of the Government of the Expurting Country
regarding the quanticties of commodities made available under this
agreement that must be carvied on U.S. flag vessels. Non-vessel
operating common carriers may not be employed to carry U.S.-flag
shipments. Approval of ocean transportation arrangements must be
obtained from ASCS/KCCO/USDA, P.0O. BOX 205, Kansas City, Missouri 64141,

Telephone: (8l6) 926-6707.

(B) (2) The Government of the Importing Country will complete the
CCC-512 indicating ocean freight rate as stated in the Federal Maritime
Commission (FMC) tariff (with tariff identification), name of steamship
company, name of vessel, flag of vessel, and estimated time of arrival at
U.5. port, sign, and return the completed form to KCCO/USDA, with a copy
to Public Law 480 Operations Division, TForeign Agricultural Service,
USDA. KCCO/USDA will then issue instructions to have the commodity
shipped free alongside vessel to U.S. port for consignment to the
Government of the Importing Country as specified in the CCC-512. U.S.
ports will be selected on the basis of lowest landed cost to CCC, unless
provide for otherwise in the Food for Progress Agreement or unless
mutually agreed to by both the Government of the Importing Country and
KCCO/UShA.

(B) {3) cCC will pay the Government of the Importing Country or the
ocean carrier, as may be agreed upon, for ocean transportation costs



within 30 days of receipt by Public Law 480 Operations Division, FAS,
USDA of the following documentatlion: (A) one copy of completed CCC-512
{as indicated above); (3) three copies of freighted "On Board" bill of
lading signed by originating carrier; (C) two copies of booking note
and/or contract covering ocean transportation of subject cargo;

(D) request for paywent, indicating amount due and certification that

payment has been made to ocean carrier or request for direct payment to
ocean carrier, )

C. OBLICATIONS OF THE GOVERNMENT OF THE TMPORTING COUNTRY.

1. The Government of the Importing Country will be liable to CCC for any
failure to cxport the agricultural commodities from the United States, or
for reencry of any of the agricultural commodities into the United

States. Yor anv such failure, the Government of the Importing Country
will reiwburse €CC for all costs paid by CCC in making the agricultural
comwoditics available to the Government of the Importing Country

including the acquisition cost to CCC at the time CCC acquired the
agricultural commodities under its price suppert program.

2. The Government of the Importing Country will not be liahle to CCC
with respect ro any agricultural commodities which, before or after
export trom the United States, are lost or damaged, destroyed or
deteriorated to the extent that they cannot pbe used for the purposes
described in the Food for Progress Agreement unless such loss or damage
was due to the fault or negligence of the Government of the Importing
Country.

3. In the case of landlocked countries, transportation in the
intermediate country to a designated inland point of entry in the
recipient country shall be arranged by the Government of the Importing
Country unless otherwise provided in this Food for Progress Agreement.

4. If the Government of the Importing Country books cargo for ocean
transportation and is unable to have a vessel at U.S. port of export for
loading in accordance with the agreed shipping schedule and CCC thereby
incurs additional expenses, the Government of the Importing Country will
reimburse CCC for such expenses if CCC determines that the expenses were
incurred as a result of the fault or negligence of the Government of the
Importing Country.

D. ARRANGEMENTS FOR ENTRY AND HANDLING IN FOREIGN COUNTRY

1. The agricultural commodities will be admittcd duty free and exempt
from all vaxes.

2. The Government cf the Importing Country will make all necessary
arrangements for receiving the agricultural commodities and will assume
full responsibility for storage and maintenance of the agricultural
comnodities from time of deliverv at port or point of encry abroad.
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J. If packages of agricultural commodities are damaged prior Lo or
during discharge, and therefere must be repackaged to ensure that the
products arrive at the distribution point in wholesome condition, CCC
will not reimburse the Importing Country for expenses incurred for
repackaging.

E. DISPOSITION OF COMMODITIES UNFIT FOR AUTHORIZED USE.

Damaged commodicies are to be disposed of in accordance with AID
Regulation 11, 211y (22 CFR Part 211). Such a disposition should be
reported to the Chief, Claims and Collections Division, KCMO, P.O. BOX
205, Xansas City, Missouri 64141,

F. LIABILIT
T

FOR LOSS AND DAMAGE OF IMPROPER DISTRIBUTION OF
COMMOD AND

v
Y - CLAIMS PROCEDURES.

1. Notwithstanding the transfer of title to the Government of the
[mporting Country, CCC will have rthe right cto file, pursue and retain the
proceeds ot collections from claims arising from ocean transportation
cargo loss and damage, including loss and damage occurring between the
time of trinster of title and loading aboard a vessel. CCC assumes
general average contributions in all valid general average incldents
which may avise from the movement of commodity to the destination port.
CCC will receive and vetain all allowances in general average. The
Government of the Importing Country will prouptly notify CCC of any
situacion involving the loss, damage, or deterioration of the
agricuttural commodities, and of any declaration of general average.
Instructions will be issued by and all loss documents should he forwarded
to: Chief, Claims and Collections Division, Kansas City Management
Office, P.0. Box 205, Kansas City, Missouri 64141,  These instructions
must be followed by the Government of the Imporcting Country. The
Government of the Importing Country will prompty furnish such office any
assignment of rights which may be requested. Where the Government of the
Importing Country pays the ocean freight or a portion thereof, it will be
enritled to pro rata reimbursement received for the portion of claims
related to ocean freight charged.

2. The Covernment of the Importing Country will prompty provide written
notice to AID or the diplomaltic post of the circumstances pertaining to
any loss, damage, or misuse of commodities occurring within the recipient
country or intermediate country. Proceeds from any resultant claims
actions will be forwarded to AID for the account of CCC.

3. CCC, Claims and Collections Division, KCMO, will arrange for the
services of an independent cargo surveyor to survey the discharge of
commoditics at the foreign discharge port.

4. The fovernment of the Importing Councry will send copies of all
reports and documents percaining to the discharge of commodities to
Chief, Claims and Collections Division, Kansas City Management Office,
P.0. BOX 207, ¥apsas Citv, Missouri 64141,



5. Claims arising prior to lovading of the agricultural commodities on
ocean vessels and claims against c-ean carriers will be handled according
to procedures established by CCC.

6. Claims arising from the circumstances described in Paragraph 2 will
be valued as £ollows: the value will be determined on the basis of the
market price at the time and place the misuse, loss or damage occurred
or, in cases where it s not feasible to obtain or determine such market
price, agriculrural commodities other than diary products will be valued
on the basis of the F.0.B. or F¥.A.S. commercial export price of the
commodicy at the time and place of export, and dairy products will be
valued on the basis of the General Agreement on Tariffs and Trade (GATT)
minimun prices for dairv products. Ocean freight charges and other costs
incurred by the Covernment of the Exporting Country in making delivery to
the Government of the Importing Country will also be included in the
commodicy value. When the value {s determined on a cost basis the
Government of the Importing Councry way add to the value any provable
costs thev have incurrved prior to the delivery by the ocean carrier. The
value of misused, lost or damaged commodities may be determined on some
other justifiable basis, at the request of the Government of the
Importing Country and/or upon the approval of the USAID Mission of the
diplomatic post and AID/Washington.

G. RECORDS AND REPORTING REQUIREMENTS

1. The Government of the Importing Country will waintain records and
documents for a period of three years from the date of export of the
agricultural commodities in 2 manner which will accurately reflect all
transactions pertaining to their receipt.

2. The Government of the Imporuing Country will furnish reports at such
time and in such manner a: the Government of the Exporting Country may
request pertaining the irplementation of the policies set-forth in
Attachment A of the Food for Progress Agreemenc.

H. ADDITIONAL RESPONSIBILITIES OF THE GOVERNMENT OF THE IMPORTING
COUNTRY

l. The Government of the Importing Country will, within thirty (30) days
after export, furnish evidence of export from the United States of the
agricultural commodities; two- copies of the ca-board carrier bill of
lading or consignee's receipt authenticated by a representative of the
U.S. Customa Service will be furnished. The evidence of export must show
the kind and quanticy of agriculctural commodities exported, the date of
export and the destination country.

2. The Government of the Importing Country will cooperate with and give
reasonable assistance to United State Government representatives to
enable them at any reasonable time to examine records and facilities
pertaining to receipt and storage of agricultural commodities under this
program.



