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COMPILATION OF INFORMATION

ON THE

OPERATION AND ADMINISTRATION

OF THE

AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT OF 1954
I

(COMMONLY KNOWN AS PUBLIC LAW 480)

. 1. The responsibilities and activities of each agency under
the act.

2. The plan of orgariizationused in performing functions under
the act and the delineation of responsibilities.

3. The procedures each agency has developed for use in·its ac-
tivit~es under the act. .

..
4. How the functions of each agency fit into the functions of

other agencies.

5. The nature and extent of interagency coordination ,of
policies, procedures, andday-to-day operations.

The agencies charged with basic responsibilities under the
act include the: .

Department of Agriculture
: Department of State
Department of the Treasury



Department of Defense
Department of Commerce
Bureau of the Budget
International Cooperation Administration
Export-Import Bank of Washington
United States Information Agency
Office of Civil and Defense Mobilization
General Services Administration

In addition,' other agencies have respon~ibilities for some of

the foreign currency uses authorized by the act.

SCOPE OF SURVEY

We reviewed background information available in the General

Accounting Office, interviewe~ key o~ficials of the organizational

components performing Public Law 480 functions in the departments

·and agencies listed above, and examined regulations and directives
. . .'

covering policies and procedures. We did not audit any fiscal

transactions to verif7 compliance with established policies and

procedures.

The fiscal and statistical data included in this compilation

were taken from the President's semiannual reports to the Congress_

on actfvities carried on under Public Law 480 or were supplied by

the agencies, without verification by us.
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PUBLIC LAW 480 IN BRIEF

This section of the compilation includes a brief outline of

the purposes of Public Law 480, the principal provisions of the

act, the delegation o~ the President's authority under the act,

the application of the appropriation process, the operational se

quence for Public Law 480 program~, and the volume of transactions.

The responsibilities, activities, policies, and procedures of the

principal Government agencies charged with responsibilities under

the act are described in greater detail in later sections.

PURPOSES OF THE ACT AND LEGISLATIVE GUIDELINES

Section.2 of the Agricultural Trade Development and Assistance

Act of 1954 declared it to be the policy of the Congress to:

1. Expand international trade among the United States and
friendly nations.

2. Facilitate the convertibility of currency.

3. Promote the economic stability of American agriculture and
the national welfare.

4. Make maximum efficient use of surplus agricultural commodi
ties in furtherance of the foreign policy of the Uni~ed

States •.

5•. Stimulate and facilitate the expansion of foreign trade in
agricultural commodities produced in the United States by
providing a means whereby surplus agriqultural commodities
in excess of the usual marketings of such commodities may
be sold through private trade channels, and foreign cur
renc-ies accepted in payment therefor.

6. Use foreign currencies which accrue to the United States
under this act:

a. To expand international trade.

b. To encourage economic development.

c. To purchase strategic materials.

d. To pay United States obligations abroad.

3



e. To promote collective strength.
f. To foster in othe~ ways the foreign policy of the United

States.

Public Law 480, as amended through September 21, 1959 (com
piled by the Department of Agriculture), is included in'appendix A,

'pages 439 to 451.

'Sales for foreign currencies

Title I of the act authorizes the President to negotiate and.'

carry out agreements with friendly nations or organizations of

friendly nations to provide for the sale of surplus agricultural
I

commodities for foreign currencies. It provides guidelines for

use -in the exercise of this authority. It also authorizes the

President to use, or enter into agreements with friendly nations

or organizations of nations to use, the foreign currenQies which

accrue under title I for one or more speoified purposes under

,guidelines set forth in the title.
f

Guidelines for negotiating sales agreements

Section 101 of the act (7 U.S.C. l701).provides that in nego

. tiating sales agreements the President shall:

1. Safeguard usual marketings of the United States and avoid
undue disruption of world prices of 'agricultural commodi-.
ties or normal patterns of commercial trade with friendly
countries. .

2~ Use private trade channels to the maximum extent practi
. c·able.

3. Use the 'authori~y and funds prbvidedbytne act to develop.
and expand contJ.nuous market demand abroad for agricultural
commodities, with emphasis on underdeveloped and new market'
are..as. . ' , ..

4.' Secure commitments to prev'ent resale or transshipment to
other countries or use for other than domestic purposes
without specific approval of the President. .

-5. Afford any friendly nation the maximum opportunity to pur-
chase such surplus coromodities. . , .



Determination of surplus commodities and
of nations with.whom agreements shall be negotiated

Section 106 of the act (7 u.s.c. 1706) prqvides:

"As used in this Act, 'surplus agricultural commod-·
ity' spall mean any agricultural commodity or product
thereof, class, kind, type, or other specification
thereof, produced in the United states, either privately
or pUblicly owned, which is or may be reasonably expected
to be in excess of domestic requirements, adequate carry
over, and anticipated exports for dollars, as determined.
by the Secretary of Agriculture. The Secretary of Agri- '
culture is also authorized to determine the nations with
whom agreements shall be negotiated, and to determine the
commodities and quantities thereof which may be 'included
in the negotiations with each country after advising with
other agencies of Government affected and within broad
policies laid down by the President for implementing this
Act." .

CCC required to. make stocks and funds available

Section 102 of the act requires the Commodity Credit Corpora

tion (CCC) to make available for sale to domestic exporters sur

plus agricultural commodities acquired by the Corporation in the

administration of its price-support operations .and to make funds

available to finance the sale and exportation of 'surplUS agri

cultural commodities, whether from private stocks or from stocks

of CCC. To facilitate ~nd maximize the use of private channels of

trade, the President is authorized to provide for the issuance Qf

letters of commitment against funds or guarantees of funds sup

plied by CCC, and for this purpose accounts may be established on

the books. of any department, agency, or establishment or, on terms

, and conditions approved by the Secretary' of the Tre'asury, in bank

ing institutions in the United States. Expenditures of funds made

available through accounts so established must be accounted for on

standard documentation reqUired for expenditures of Government

funds (7 U.S.C. 1702).
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Use of foreign currencies
which accrue under title I of the act

Section 104 of the act (7 U.S.C. 1704) authorizes the Presi-

dent tO,use, or enter into agreements with friendly nations or

organizations of nations to use, the foreign currencies which ac

crue under'title I for one or more of the following purposes:

a.• To help develop new markets for United States agriculturfll
commodities. ,. .

b. To purchase or contract to purchase strategic or other ma
terials for a supplemental stockpile.

I

c. To procure military equipment, materials, facilities, and
services for the common defense ~ , .

d. For financing the purchase of goods or services for other
friendly countries.

e. For promoting balanced economic development and trade
among nations. .

f. To pay' United States obligations abroad.

g~ For loans to, promote multilateral trade and economic de
velopment.

h.' For financing international educational exchange activi
ties.

i. For financing the translation, publication, and distribu
tion of books and periodicals, including Government publi
cations, abroad.

j~ For providing assistance to activities and projects au
thorized by section 203 of the United States Information
and Exchange Act of 1948. . .

k~ For collecting, collating, translating, abstracting, and
disseminating scientific and technological information;
conducting research and supporting scientific activities
overseas; and promoting and supporting programs of medical
and scientific research, cultural and educational develop
ment , health, nutrition, and sanitation.,

1. For acquiring sites and buildings and grounds abroad for
United 'States Government use. '

mi For financing trade fair and agricultural and horticul
tural fair participation and 'related activities.
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n. For the analysis, translation, and dissemination of for
eign technical and scientific pUblications.

o. For assistance in foreign countries of educational insti
tutions founded or sponsored by citizens ,of the United
States.

p. For 'supporting workshops in American studies or American
educational techniques and supporting chairs in American
stUdies. '

q. For assistance to meet emergency or extraordinary relief
requirements other than requirements for surplus food com
modities.
,

r. 'For financing the preparation, distribution, and exhibit
ing of aUdio-visual informational and educational mate~

rials, including Government materials, abroad.

The purposes for which foreign currencies which accrue under

title I may be used and the applicable restrictions are stated in

- greater detail in section 104 of the act. (See appendix A,

pages 441 to 4,45.

Famine relief and other ass:!,stance

Title II of Public Law 480 requires CCC to make available to,

the President surplus agricultural commodities out of its stocks

for transfer (1) to any na~ion friendly to the United States to

meet famine-or other urg~nt or extraordinary relief requirements

and (2) to friendlY,but needy populations without regard to the

friendliness of their governme~t (7 u.s.c. 1721).

The President may authorize the transfer of commodities on a

grant basis to assist programs undertaken with friendly, govern-

,ments or through voluntary relief agencies, but he 'is required to

take reasonable precaution that such transfers will not displace

or interfere with sales which might otherwise be made and to use

the facilities of voluntary relief agencies to the extent practi-

cable (7 U.S.C. 1722, 1723).
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Costs incidental to processing, packaging, and shipment from

storage points to United States ports may be financed under this

authorization. Also, upon determination by the President that it

is necessary to accomplish the purposes of title II, ocean freight

charges from United States ports to designated ports of entry

abroad may be. paid ,from funds available to carry out this title.

Donation, sale, and barter of commodities

Title III of Public Law 480 authorizes CCC to use any farm

commodity or product thereof owned or cpntrolled by CCC to relieve

distress in the United States in certain distress areas and major

disasters. It provides for the barter of eCC-owned agricultural
I ,

commodities and for the donation of food commodities for use in

nonprofit school-lunch programs and nonprofit summer camps for

children and for use in the assistance of needy persons at home

and abroad. These uses are provided for in sections 301, 302, 'and

303 and'in new sections 306, 307, ~nd 308.

Section 301--use of commodities to relieve distress

Section 301 of Publi¢ Law 480 amended section 407 of the Agri

cultural Act of ;1949 (7 U.S.C. 1427) to require CCCto make any

farm commodity or product thereof owned or controlled by CCC avail

able on" such terms and conditions as the Secretary of Agriculture

may deem to be in the 'public interest, for use in relieving dis-
..

tress (1) in any area in the United States declared by the Presi

dent to be an acute distress area because of unemployment or other

economic cause if the President finds that such use will not dis

place or interfere with normal marketing of agricultural commodi

ties and (2) in connection with any major disaster determined by
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the President to"warrant assistance by·the Federal Government un-

. der Public Law 875, Eighty-first Congress, as amended (42 U.S.C.

1855). Except on a reimbursable basis, CCC may not bear any costs

in connection with making,such commodity available beyond the cost

of the commodity to the Corporation in store and the handling and

transportation costs in making delivery of the commodity to desig-

nated agencies at one or more central locations in each State.'

Section 302--expansion of authority
to dispose of commodities to prevent waste

.\

Section 302 of Public Law 480 amended section 416 of the Agri-

cultural Act of 1949 (7 U.S.C. 1431), which authorizes various

methods of disposition by CCC of food commodities in surplus sup

ply in order to prevent" waste before they can be disposed of in .

normal domestic trade channels without impairment of the price-

support program or sold abroad at competitive world prices. Sec

tion 302 made section ~16 applicable to all commodities acquired

through price-support operations, eliminated the "necessity for>

a finding, that commodities are in danger of a loss through deteri

oration or spoilage, est~blished barter as a disposal method, and

expanded the list of eligible domestic recipients of foodcommodi

ties for use in the assistance of needy persons. It also author

izedCCC to pay reprocessing, packaging, handling, transportation

(within the United States), and other charges."~Section,212of the

. Agricultural Act of 1956 (70 Stat. 203) further amended section 416

to authorize payment of the cost of processing food commodities

into a form suitable for home or industrial use.

Public Law 86-108, approved July 2"4, 1959 (73 Stat. 246),

made section 416 of the Agricultural Act of 1949 applicable to com-

.moditiesin private stocks.· 9



Section 303--barter of eee commodities

Section 303 of Public Law 480 requires the Secretary of Agri

cUlture, whenever he determines that such action is in the best in~

terest of the United States, and to the maximum extent practicable,

to barter or exchange agricultural commodities owned by eee for

(a) such stra~egic or other materials of which the pnited States

does not domestically produce its requirements and which entail

less risk of loss through deterioration or sUbstantially less stor

age charges as the President may designate, or (b) materials,

goods, or equipment required in connection with foreign economic

and military aid and assistance programs, or (c) materials or

equipment required in substantial quantities for offshore construc

tion programs. Section 303 directs agencies of the United States

Government procuring such materials, goods, 'or equipment to cooper

ate with the Secretary in the disposal of surplus agricultural com

modities by means of barter or exc~ange.

In carrying out barters or exchanges authorized by sec .., '

tion 303" no restrictions may be placed on the countries of the

free world into which surplus agricultural commodities may be sold,
I
I ~

except to the extent that the Secretary of Agriculture shall find

, necessary in order to take reasonable precautions to safeguard

usual marketings of the United States and to assure that barters

or exchanges under Public Law, 480 will not unduly disrupt world '

prices of agricultural commodities or replace cash sales for dol

lars. The Secretary is required to endeavor to cooperate with

other exporting countries in preserving normal patterns of
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commercial trade with re$pect to commodities covered by formal

multilateral international marketing agreements to,which the

United States isa party.

Section 303 directs the Secretary to assist, through such

means as are available to him, farmers' cooperatives in effecting

exchange of agricultural commodities in their possession for stra

tegic materials.

Section 306--food stamp system of distribution

Section 306, added to title III by Public Law 86-341, ap

proved September 21, 1959 (73 Stat. 606), authorizes the Secretary

of Agriculture to establish a food stamp system for the distri

bution of surplus food commodities to needy persons in the United

States during the 2-year period beginning February 1, 1960. It

specifies that the cost of such program shall not exceed $250 mil

lion in either year and provides guidelines for administering the

program. Public Law 86-341 is included in appendix A, page 452.

Section 307--priority for domestic donations

Section 307, also added to title III by Public Law 86-341, re

quires the Secretary of Agriculture to make surplus food commodi

ties available in reasonable quantities for distribution to needy

families and persons in the United States, insofar as p~acticable,

before such commodities are made available for, sale for foreign

currencies under ' title I.

Section 308--donation of animal fats
and edible oils

Section 308, added to title III by Public Law 86-341, author

izes eee to donate its stocks of animal fats and edible oils or
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products thereof to nonprofit voluntary agencies or international

organi'zations, for use in the assistance of needy persons outside

the United States, 'and to pur~hasefor donation such fats and oils
.," .

and products thereof as the Secretary determines will tend 'to main-

tain the support level for cottonseed and soybeans without requir~

ing the' acquisition of such commodities under the price-support

program'.

Long-term supply contracts

Title IV, added to Public Law l.f.80 by Public Law 86-3l.f.l, au-'

thorizes long-term credit sales of surplus agricultural commodi

ties to', friendly nations. The agreements will provide for deliv~

eryannually of certain quantities of commodities for periods ndt
\

to exceed 10 years.·

PaYment for commodities must be made in dollars with interest

at suchlrate as the. Secretary of Agriculture may determine but not

m~re than the cost of the funds to the United States Treasury as

determined by the Secretary of the Treasury, taking into considera- .
'. . , .

tion 'the current average market yields on outstanding marketable.

obligations of the United States having maturity comparable to the

maturities or loans made by the President under this title. Pay

ment may be made in approximately equal annual amounts over peri

ods of not to exceed 2~ years from the date of the last delivery

of commodities in each calenda'r' year~

. ·12
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DELEGATION OF PRESIDENT'S AUTHORITY

By Executive Order 10560 of September 9, 1954, as amended,
, .

the President delegated to various officials and agencies the re-

sponsibility for the functions conferred upon the President by Pub

lic La~ 480, as follows:

1. Secretary of Agriculture--All functions under title I ex
cept as otherwise provided in the Executive order •

. 2. Director of the Foreign Operations Administration (now the
International Cooperation Administration)--The functions
under title II.

3. Secretary of State--The functions of negotiating and enter
ing into agreements with friendly nations or organizations
of friendly ,nations. All functions under the act are sub-
ject to the responsibillties of the Secretary of State and
the chiefs of United States diplomatic missions with re
spect to the foreign policy of the United States as such
policy relates to the said functions.

4. Director, Bureau of the Budget--The functions of fixing
from time to time the amounts of foreign currencies which
accrue under title I of the act to be used for each of the
purposes described in section 10~ of the act except para
graph (g) and that part of paragraph (e) which pertains to
loans by the Export-Import Bank. The Executive order pro
vides that the amounts of foreign currencies to be used
for loans under paragraphs (e) and (g) shall be the
amounts thereof specified, or'the amounts thereof corre
sponding to the dollar amounts specified, for such loans
in the sales agr~ements. The function conferred in sec
tion 10~ of the act of waiving the applicability of sec-
tion 1~15 of the Supplemental Appropriation Act, 1953 (31
u.s.c. 72~), was also delegated to the Director, Bureau of
the, BUdget.

5. Secretary of the· Treasury--Authority to prescribe regula
tions governing the purchase, custody, deposit, transfer,"
and sale" of foreign currencies received:under the act •.
This does not limit the authority (items 3,and 4 above)
delegated to the Secretary of State and the Director, Bu
reau of the BUdget. .

6. Various agencies--The responsibility for administering the
experiditure of. foreign currencies as follows:

13



. Acquisition, indexing, and
dissemination of foreign
pUblications

American educational
studies

Workshops and chairs in
American studies

Nonfood items for emergency
uses

Audio-visual materials

Authority

Sec. 104:
( a)

(b)

(c)

(d.)

(e)

( e)

(f)

(g)

(h)

(i)

(j)

(k)

(1)

(m)

(n)

. (0)

(p)

(q)

(r)

Currency use

Agricultural. market develop
ment

Supplemental stockpile

Common defense

Purchase of goods for other
countries

Grahts for economic devel
opment

Loans to private enterprise

Payment of United States
obligations

Loans to foreign govern
ments

International educational
exchange .

Translation of books and
periodicals'

American-sponsored schools
and centers

Scientific activities

Buildings for U.S. Govern
ment use

Trade, agricultural, and
horticultural fairs '

~esponsible

Department of AgricUlture
Office of Civil and De

fenseMobilization
Departments of Defense and

State

Department.of State

do.
Export-Import Bank of Wash

ington

Any Government agency
Department of State and De

velopment Loan Fund

Department of State

U.S. Information Ag~ncy
Department of State and

U.S. Information Agency
National Science Founda-

'tion and other agencies
designated by the Direc
tor, Bureau of the
BUdget

Department of State and
any agencies designated
by the Secretary of
State ,

U.S. Information Agency
and Department of Agri
culture

Librarian of Congress

Department of State

Not yet assigned

do.
do •.

Copies of the folloWing Executive orders are included in ap

pendix B (pages 459 to 464):
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Executive Order

ld560
10685
10708
1071+6
10827

In connection with Executive

Date
September 9, 1951+
October 27, 1956
May 6, 1957'
December 12, '1957
June 25, 1959

Order 10560 of' September 9, 1951+,
- .

the President approved and issued a policy statement concerning

foreign trade as related to agriculture and sent letters to the

principal officers of the Government charged with responsibilities

under Public Law ~80 in which he further defined the responsibili

ties of'the agencies designated in the Executive order. Copies of

the policy statement and the letters are included in appendix B,

pages 496 to 47?
The letters included-these instructions: .

1. That a committee under the chairmanship ofa representa
tive of the White House Office, to be known as "The Inter
agency Committee on AgricUltural Surplus Disposal," be es
tablished to assist the agencies in carrying,out their re-
sponsibilities. -

2. That the Secretary of Agriculture shall assure the effec
tive coordination of day-to-day ope~ations :through appro
priate interagency relationships.

3. That, in order to coordinate most effectively the various
agricultural surplus disposal programs abroad, the Secre
tary of Agriculture shall utilize to the maximum extent
practicable the facilities, services, and experience of
·the Foreign Operations Administration (now the Interna
tionalCooperation Administration).

4. That agencies directly concerned with the substance of De
partment of state negotiations with foreign governments un-

.der the act shall continue to carry substantial responsi
bility in the negotiations and that in their day-to-day
discussions with representatives of the foreign govern
ments in implementing basic agreements the discussions be
in conformance with the foreign policy responsibilities of

. the State Department and the chiefs of our diplomatic mis
sions.

5. That. the Secretary of Commerce provide ·thefocal point in
Government for assisting private enterprise with respect
to barter transactions.
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6. That the Office of Defense Mobilization (now Office of
Civil and Defense Mobilization) utilize the facilities and
services of the General Services Administration for the
purchasing and handling of materials under section 104(b)
of the act. .

Executive Order 10560 of September 9, 1954, as amended, re~

serves to the President the functions under section 108 of Public

Law 480 (wit~ respect to making reports to the Congress) and under

the last sentence of section 203 (with respect to designating the

Federal agency to which funds required for ocean freight costs may

be transferred by the Commodity Credit Corporation).
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INTERAGENCY COMMITTEES

Interagency committees established to assist agencies charged

with responsibilities under Public Law 480 are 'described below.

Interagency Committee on Agricultural Surplus Disposal

In a letter dated September 9, 1954 (see appendix B), the

President requested Mr. Clarence Francis, Special Consultant to

the President, to organize the Interagency Committee on Agricul

tural Surplus Disposal, ,to $erve as Chairman of the Committee, and

to advise the President concerning policy issues which arise.

The principal function of the Committee (usually referred to

as the Francis Committee) is to assist the agencies concerned in

bringing into harmonious a~tion, consistent with the over-all pol

icy objectives of the Government, the various agricultural surplus

disposal activities vested in them by, or assigned to them pur

suant to, Public Law 480. The Committee determines policies gov

erning the disposal of surplus agricultural commqdities, provides

guidance to an interagency staff committee in its operating proce

dures, and develops and considers proposed legislation on matters

affecting agricultural surplus disposal.

The following departments and agencies are represented on the

Committee: Department of Agriculture, Department of state, Depart-:

ment of the Treasury, Department of Commerce, Bureau of the Budget,
,

and International Cooperation Administration.

Interagency Staff Committee
on Agricultural Surplus Disposal

Pursuant to the Presidentrs request for interagency coordina

tion of the day-to-day operations under Public Law 480, the
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Secretary of Agriculture established the Interagency Staff Commit

tee on Agricultural Surplus Disposal (usually referred to as ISC)

under the chairmanship of the Department of Agriculture. The Com

mittee is composed of staff-level representatives of agencies rep

resented on the Francis Committee and representatives of other

ag€ncies charged with responsibilities under Public Law 480.

The primary responsibilities of ISC relate to title I sales

of commodities for foreign currencies. The Committee reviews, co

ordinates, and approves s~les agreements to be negotiated under

title I. It also obtains interagency advice on policy questions

relating to other commodtty disposal programs and operations of

the Department of Agriculture, including donations for distribu

tion abroad and barter activities.

The ISC is an advisory committee, but any member who is dis

satisfied with a proposed policy, agreement, or operation may re

quire the submission of the question to the Francis Committee for

resolution.

The ·responsibilities and procedures of the ISC are described

in greater detail on pages ,0 to 53.
Supplemental Stockpile Advisory Committee on Barter

Pursuant to a recommendation of the Chairman of the Supplemen

tal Stockpile Committee of the Council on Foreign Economic Policy,

the Department of Agriculture established an interdepartmental com

mittee on August 11, 1958, to advise with respect to the barter

acquisition of strategic and other materials for the supplemental

stockpile.
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The permanent membership of the Committee consists of an offi

cial of the Department of Agriculture, who is Chairman of the Com

mittee, and an authorized representative from each of the following

departments, and agencies: ,Departments of state, Commerce, the In

terior, Defense, and the Treasury; Office of Civil and Defense Mo

bilization; Bureau of the Budget; General Services Administration;

International Cooperation Administration; Atomic Energy Commission;

and the Council on Foreign Economic Policy.

It is the duty of the Chairman, after receiving the advice of

the Committee, to recommend to the Secretary the strategic and,

other materials (including types, kinds, qualities, and limita

tions) which are eligible and which he feels should be accepted by

the Secretary in exchange 'for surplus agricultural commodities.

The duties and procedures are described in greater detail on pages

153 to 155.
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APPLICATION OF APPROPRIATION PROCESS

Reimbursement to eec
Any department or agency of the Government which uses foreign

currencies received under title I for a purpose for which funds'

have been appropriated is required by section 105 of the act to

pay to eee the dollar value of the currencies used. To the extent

that ecc is not reimbursed under this provision for commodities

disposed of and costs incurred under titles I and II, appropria

tions are authorized by section 103 of the act in amounts equal to

(1) eee's investment in commodities 'made available for export un

der titles I and II, inc+uding processing, packaging, transporta

'tion, and handling costs, (2) eosts incurred by eee in making

funds available to finance exportations under title I, and (3) eee
funds expended for ocean freight costs under title II for purposes

of section 416 of the Agricultural Act of 1949 (7 U.S.C. 1431).

Under title I as originally enacted, transactions could not

be carried out which would call for appropriations to reimburse

ecc, pursuant tq section 103, in amounts in excess of $700 million

and no transactions could be undertaken under title I afterJurie 30,

1957, except as required pursuant to agreements'theretofore entered

into pursuant to this title. The maximum, amount has been in

creased annually, by legislation, and is now $9-1/4 billion. The

termination date has been extended to December 31, 1961.

Through June 30, 1959, the Treasury Department had been au

thorized to sell the eqUivalent of $417.6 million in Public Law

480 foreign currencies to agencies ,and reimbursements to eee were

$228.5 million. Appropriations of $4,877.8 million have been made
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to reimburse CCC for title I program costs as follows: fiscal

year 1955, $67.5 million; fiscal year 1956, $637 million; fiscal

year 1957, $1,290.8 million; fiscal year 1958; $1,033.5 million;

fiscal year 1959, $968 million; and fiscal year 1960,$881 million.

Under title II of Public Law 480, as amended through Septem

ber 6, 1958, not more than $800 million, including CCC's invest

ment in the commodities, could be expended for all transfers and

for freight and other costs authorized by title II. Public Law

86-341, approved September 21, 1959 (73 Stat. 606), eliminated the

$800 million limitation effective January 1, 1960, and inserted

new language that limits the amount that may be expended in each

of the calendar years 1960 and 1961 to $300 million plus any addi

tional amount that could have been but was not expended during the

preceding year. In effect, Public Law 86-341 increased to $1.4bil

lion the cumulative amount that may be expended prior to January 1,

1962.

Title III programs of domestic and foreign donations and the

barter program are not limited in amounts by legislation.

Appropriation of foreign currencies

Section 1415 of the Supplemental Appropriations Act, 1953 (31

U.S.C. 724), requires that foreign currencies owned by the United

States be used, with certain exceptions, only as authorized through

the appropriation process.

Section 104 of Public Law 480 provides that notwithstanding

section 1415 of the Supplemental Appropriation Act, 1953, or any

other provision of law, the President may use, or enter into agree

ments with friendly nations or organizations of nations to use,
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the foreign currencies which accrue under title I for one or more

of the purposes set forth in subsections (a) to '(r). Some of the

subsections, however, place limitations on the avai~ability of for

eign currencies for the authorized uses. For example, under sub

sections (b), (k), (1), (m), and (0) foreign currencies are avail

able, for th~ purposes specified therein, in' such ~mounts as may

be specified from time to time in appropriation acts. Other sub

sections limit the amounts that may be used for certain purposes.

Subsection (a), as amended on September 21, 1959, provides that

after June 30, 1960, no ,funds may be allocated under the subsec

tion except as specified} from time to time, in appropriation acts.

A provision near the end of section 104 makes section 1415 of

the Supplemental Appropriation Act, 1953, applicable to foreign

currencies used under section 101~ of Public Law 480 for grants un

der subsections (d) and (e) and for paYment of United States obli

gations involving grants under subsection (f) and to not less than

10 percent of the foreign currencies which accrue under title I.

The President is authorized to waive such applicability of sec

tion 1415 in any case where he determines that it would be inap

propriate or inconsistent with the purposes of title I of Public

Law 480.

A provision at the end of section 104, added by Public Law

86-341, approved September 21, 1959 (73 Stat. 606), states:

"*** That no foreign currencies shall be available for
the purpose of subsection (p), except in such amounts as
may be specified from time to time in appropriation Acts,
arid no foreign currencies shall be allocated under any
provision' of this Act after June 30, 1960, for the pur
poses' specified in subsection (k), (p), and (r), except
in such amounts as may be specified from time to time in
appropriation Acts." '
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Steps taken by the ?resident to expand the application of the

appropriation process to foreign currencies availaple for United

States agency operations are indicated in the following extract

from the P~esident's 1961 budget message:

"As a result of a detailed study, this bUdget in
cludes provisions to bring under budget and appropria
tion controls all foreign currencies available for U.S.
agency operations which are received from the sale of
surplus agricultural commodities. This change will not
alter total appropriations or expenditures, but will in
crease those of the agencies using the currencies and de
crease those of the Commodity Credit Corporation. Ac
cordingly, I intend that no more allocations be made for
uncontrolled use after the current fiscal year except for
country grants and loans committed in international
agreements, and I recommend that at an appropriate time
the Congress remove from the laws the provisions which
permit uncontrolled use for other purposes. I am also'
instructing that in future negotiations of international
agreements we endeavor to avoid restrictions which would
limit our ability to apply normal bUdget and appropria
tion controls to the use of those currencies which are
earmarked for U.S. agency operations."
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OPERATIONAL SEQUENCE OF PROGRAMS

The operational sequence outlined below is a generalized

statement o~ steps in the development and execution o~ Public Law

480 programs. The principal steps are described in detail in

later sections o~ this compilation.

Origin o~ title I sales programs

A proposal ~or a title I sales program may originate with a
!

~oreign government, a United States ~ield mission, or some other

United States agency. Such programs are considered in the ~ield

mission by a country team which usually includes representatives

o~ the Department o~ Stat~, the Department o~ Agriculture, and the

International Cooperation Administration. The country team assem

bles in~ormation on the needs o~ the country, the trade and devel

opment o~ the country, the usual marketings, the uses that· can be

~ade o~ the local currency, 'other United States programs in the

country, United States ~oreign policy, and any other matter that

seems to a~~ect substantially the value o~ the proposed title I

sales pr~gram.

The' recommendations o~ the country team, together with sup

porting in~ormation, are distributed by the Department o~ State to
,

the interested areas in the Department, including the Interna-

tional Cooperation Administration (ICA), and to the Department o~

Agriculture, the Bureau o~ the Budget, and other interested agen

cies.

Determination o~ commodities available ~or programs

The Secretary o~ Agriculture determines the agricultural com

modities and the quantities thereo~ that are available ~or Public



Law 480 programs. After. conferring with Government agencies af

fected, and within broad policies laid down by the· President for

implementing Public Law 480, the Secretary also determines the na-
,

tions with whom agreements shall be negotiated and the commodities

and quantities which may be included in the negotiations with each

country.

A planning group which includes representatives of the For

eign Agricultural Service (FAS), the Commodity Stabilization Serv

ice (CSS), and the Agricultural Marketing Service (AMS) makes esti

mates of the types and quantities of commodities eligible for pro

graming. The recommendations of this group are submitted to the

Working Committee, establi~hedby the Secretary of Agriculture,

for consideration. The Committee is composed of the Administra

tors of FAS, CSS, and AMS.

The Working Committee makes recommendations as to the nations

with whom agreements should be negotiated and the commodities and

maximum quantities eligible for financing under title I, as well

as recommendations on broad program aspects. A resolut1on by the
,

Board of Directors of CCC, approved by the Secretary of Agricul-

ture, constitutes the determination of the commodities, maximum

quantities of commodities, and the countries eligible for program

ing under title I sales agreement, except that t.he programing of

non-price-support commodities must be submitted to .the Secretary

of ~griculture on a case-by-case basis.

Preparation, review, and negotiation
of sales and currency use agreements

The Department of Agriculture has the responsibility for pre

paring and coordinating title I sales agreements and negotiating
n~
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instructions. The Secretary o~ Agriculture delegated to the Ad

ministrator, Foreign Agricultural Service, the primary responsibil

ity ~or carrying out the ~unctions o~ the Department under title I

but required him to make the ~ullest possible use o~ existing serv

ices and ~acilities or the Department and to rely upon the advice

o~ the Workin~ Committee.

The development o~ a sales program is o~~icially started by

the Foreign Agricultural Service when it receives, through chan

nels, the request o~ the importing country. Various phases o~ the

program are developed simultaneously. In the preparation o~ the

sales agreement and the n~gotiating instructions, program coordi

nators consult in~ormally with their counterparts i~ other organi

zational components charged with responsibilities lmder Public

Law 480.

The sales agreements generally follow a standard ~ormat and

include:

1. The kind and value o~ commodities to be ~inanced and the
period during which the commodities will be taken.

2. Provisions to protect against resale or transshipment o~

commodities to other countries without speci~ic approval.

3. Provisions to safeguard the usual marketings of the United
States and to assure that world prices of agricultural com
modities will not be unduly disrupted and that trade rela
tions among the countries of the free world will not be ma
terially impaired.

4. Provisions on the deposit o~ ~oreign currency and rate o~
exchange.

5. The uses to be made o~ the~oreign currency which accrue
under the agreement.

Sales agreements provide that, subject to the issuance by the

United States and the acceptance by the importing country o~
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purchase authorizations, the United states, will finance the sale,

.to purchasers authorized by the importing country,. of surplus agri

cultural commodities specified in the sales agreement.

The market values shown in the agreement are based on the es-

timated United states export prices and represent the total dollar

amounts for which purchase authorizations will be issued. The ac

tual prices of the commodities are fixed in the agreements between

,private United States commercial firms and the purchasers in the

importing country.

The rate of exchange to be applied in depositing foreign cur

rency to the account of the United States in paYment for the com

modities is provided for in the sales agreement. Usually, the

rate agreed upon is the rate of exchange for United States dollars

generally applicable to import transactions (excluding imports

granted a preferential rate) in effect on the date of dollar dis

bursements by or on behalf of the United States, as provided for·

in the purchase authorizations.

,The drafts of a sales agreement and the negotiating instruc

tions are reviewed and coordinated by the Interagency Staff Commit

tee on Agricultural Surplus Disposal, under the chairmanship of

the Department of Agriculture, which was established by the Secre

tary of Agriculture to assist in the day-to-dayoperations under

Public Law 480. 'The Committee ascertains whether a program (1)

would displace the usual marketings of the United States to the

country with which an agreement would be made (2) is consistent

with United States foreign policy, and (3) is ,coordinated with the

Mutual Securltyand other United States programs. Among other
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important matters, it considers the uses to be made or roreign cur

rency that would accrue f'rom the sale of' surplus'agricultural com-

modi ties.

Government agencies represented on ISC advise on matters

within their respective spheres of' responsibility or as to which

they have special knowledge; such as the relationship of' the pro-
~. " ". ~

posed program to commercial trade, United States f'ore~gn policy,

monetary policy, the Mutual Security Program,· the common def'ense,

f'oreign currency needs of' the United States, and possible uses of'

f'oreign currency proceeds of' sales. Policy questions and problems

which cannot be resolved ?y ISC are ref'erred to the Francis Commit

tee.

Af'ter the negotiating instructions and the draf't·of' the sales

agreement are approved by ISC " they are sent in a Department of'

$tate instruction to the chief' of' the diplomatic mission, as a

joint State-Agriculture-ICA message, except f'or a f'ew agreements

which are negotiated in Washington. In most instances the chief'

of' the diplomatic mission relies on a country team to carry out

the negotiations. This team consists of' of'f'icers f'rom agencies

with specif'ic implementation responsibilities f'or the agreement un

der consideration, usually Department of' Agriculture r~presenta

tives f'or the commodity aspects of' the negotiations, ICA represent

atives with regard to the uses of' f'oreign currency proceeds and

the relationship between Public Law 480 and Mutual Security Act

programing, and United States diplomatic mission representatives

f'or advice on United States f'oreign policy. Usually, any depar

ture f'rom the negoti~ting instructions is considered by the agency
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in whose area the problem ralls and is approved by the Department

or state, the Department or Agriculture, and the International Co

operation Administration.

Agreements ror local currency uses are' usually negotiated .

arter the sales agreements are signed, but some or them, such as

loans ror economic development under section 104(g), are developed

and negotiated to the extent practicable while the sales agreement

is being negotiated. The development or the local currency use

agreements and their negotiation and administration, including au

dit, are carried on by the agencies responsible ror the particular

uses. Negotiation or agreements is under the general direction or

the chier or the diplomatic mission.

Procuring, shipping, and rinancing
, under title I programs

Arter the sales agreement is signed, the importing country ap

plies ror an authorization to purchase individual commodities. The

Department or Agriculture issues a purchase authorization ir it

rinds that approval or the application is consistent with the pro

visions or Public Law 480 and the policies or the United States

Government .'

The purchase authorization speciries the quantity to be pur

chased, the maximum dollar amount, the method or rinancing, the

CSS orrice which will administer the rinance operation on behalr

'or CCC, the periods during which deliveries may be made, provi

'sions governing the deposit or roreign currency to cover the pur-

chase price, documentation required, ocean transportation require

ments, and any other provisions deemed necessary by the Department

or Agriculture.
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When a purchase authorization is signed, a public announce

ment is issued as a press release and mailed to interested persons

and rirms to enable suppliers to initiate negotiations ror sales

under the program.

Domestic ~xporters enter into sales contracts with importers

to whom subauthorizations have been issued by the ~mporting coun

try. The sales price or the method ror determining the price is

established between the importer and his supplier. The supplier's

price must not exceed the prevailing range or export market prices

or such other maximum price level as may be speciried in the pur

chase authorization as applied to the terms or the sale at the

time or the sale.

eee.reviews prices charged by exporters ror the purpose or
limiting Government rinancing to prices which are within the pre

vailing range or export market prices or such othe~ maximum level

as may be specified in the purchase authorization. One or the pur

p,oses or the limitation on exporters' sales prices is to prevent

exporters rrom using Government rinancing programs as a device ror

converting roreign currencies into United States dollars.

eee rinances the sale and exportation or commodities speci

ried in the purchase authorizations issued by the Foreign Agricul

tural Service. Although some rinancing is errected by direct reim

bursementto the importing countries or their assignees, the ri

nancing is usually accomplished through banking channels, upon let

ters or commitment issued by eee to American banks.

The exporters are reimbursed, in dollars made available by

eee, ror the sales price or commodities exported, and the importers
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pay ror the commodities by depositing roreign currencies to the ac

count of the United states Government. The exporters may obtain

the agricultural commodities rrom eee stock or rrom privately

owned stoc~, and they make the necessary shipping arrangements.

The cost or ocean transportation may be included in the com

modity unit cost or rinanced separately. Purchase authorizations

require that at least 50 percent or the commodities be shipped on

UnitedStates-rlag commercial vessels, the rreight dirrerential to

be paid by eee. The dirrerential is the amount by_which the ship

ping cost exceeds the cost that would be incurred in shipping on a

similar type or roreign rlag vessel.

The Foreign Agricultural Service maintains liaison with the

importing country, generally through the agricultural attache, and

interprets conditions or the purchase authorizations with respect

to speciric situations, records perrormance under purchase authori

zations, checks imports to determine the roreigncountry1s compli

ance with llusual marketing" purchase,s ror dollars, and checks de

posits or roreign currency with United States agents. The agricul

tural attache makes reports to the Foreign Agricultural Service

as rollows:

1. Quarterly reports showing the ship arrivals and unloading
and containing statements on the compliance with Public
Law 480 requirements on resale and usua~ marketings •

. 2. Voluntary or occasional reports showing any unsatisractory
condition or the commodity upon arrival, noncompliance
with requirements on resale or usual marketings, improper
utilization? and increased availability to unrriendly coun
tries and s~ating the action taken or recommended.

The Treasury Department prescribes regulations covering the

purchase, custody, deposit, transrer, and sale or roreign
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currencies received under Public Law 480. It is responsible ~~r

the custody o~ and accounting ~or ~oreign currencies received un

der the act, including the examination o~ basic documents covering

the operations o~ the United states disbursing o~~icers handling

the ~oreign currency transactions.

The Bure~~ o~ the Budget ~ixes--within the terms o~ the act,

the sales agreements, and relevant appropriations-~the amounts o~

~oreign currencies which accrue under title I, Public Law 480, to

be used ~or the purposes described in section 104, except amounts

to be used ~or loans under section 104(g) and loans by the Export

Import Bank under section 104(e). To the extent necessary, the

Bureau allocates amounts so ~ixed to the Government agencies con

cerned. It apportions all Public Law 480 ~oreign currencies and, .

through the apportionment process, controls the priorities in the

use o~ the currencies.

Title II relie~ programs

The International Cooperation Administration develops and ad

ministers title II, Public Law 480, programs under which surplus

agricultural commodities ~rom CCC stocks are rurnished to ~riendly

~oreign people to meet ~amine or other urgent or extraordinary re~

lie~ requirements. Oce~ ~reight costs and other costs incidental

to processing, packaging, and shipping ~rom storage points to

United States ports may be ~inanced ~rom ~unds made available by

CCC to carry ~ut title II.

ICA may receive in~ormation about a disaster rrom an ICA oper

ations mission 'or ~rom the Department of 'State, the Department of

De~ense, the American Red Cross, or ~ voluntary relie~ agency.
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Programs under title II ~re coordinated with the disaster relie~

programs o~ other agencies through the Department o~ state and an

interagency working group which was established by the Operations

Coordinating Board. The Director o~ ICA or the Deputy Director

~or Operations decides whether to undertake a title II program.

In some instances, however, the President and the Secretary o~

state direct ICA to prepare and proceed with such programs.

When ICA and the recipient country reach an in~ormal agree

ment on a program, the Director o~ ICA issues a trans~er authoriza

tion to CCC which speci~ies the commodities, the quantities, and

the delivery period and contains the other terms and conditions o~

the trans~er.

The Secretary o~ State may authorize a ~ormal exchange o~

notes with the government or the recipient country, but this is
,

not the usual practice. Regardless o~ whether such notes are ex-

changed, a title II agreement is consummated through the comple

tion o~ the ICA trans~er authorization and the signature thereon

o~ a quali~ied o~~icial o~·the recipient country.

The ICA operations mission in the recipient country approves

or disapproves projects and details o~ operations and administers

the programs.

Title III programs

The Secretary o~ Agriculture administers programs under title

III, Public Law 480, through the regular organizationo~ the De

partment o~ Agriculture (USDA), the Working Committee within the

Department, the USDA disaster committees, and the Interagency

Sta~~ Committee on Agricultural Surplus Disposal. Supplemental
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units established ~or special fUnctions under title III include

the Supplemental stockpile Advisory Committee' on' Barter and the

Committee to Appraise Barter O~~ers (known ~s the Additionality

Committee). The Barter and Stockpiling Division, CSS, and the Bar

ter Unit o~ th~ Fiscal Division, CSS--both established in the reg

ular organiza~ion o~ the Department subsequent to tpe enactment o~

Public Law 480~~per~orm the principal operations of the barter pro-

gram.

The Board o~ Directors, CCC, established policies, programs,

and procedures under title III and delineates the responsibilities

o~ its o~~icers. Actions by the Board are subject to the approval

o~ the Secretary o~ Agriculture. In addition, the Secretary pre

scribes general regulations and policies.

The Administrator o~ CSS has general supervision o~ programs

~ssigned to CSS which include all title III programs except ~ood

donations under section 302 o~ Public Law 480. The Administrator,

AM~, directs and coordinates title III programs ~or the distribu

tion o~ ~ood commodities and products thereo~ in the United States '.

and abroad.

The Department o~ Agriculture utilizes the ~acilities, serv

ices, and experience o~the International Cooperation Administra

tion in the development, review, approv~l, and audit o~ programs

~or donations o~ ~ood commodities to nonpro~it voluntary agencies

and ,intergovernmental organizations~oruse in the assistance o~

needy persons outside the United States. The General Services Ad

ministration ~urnishes technical advice and stores materials ac-

quired by CCC through barter.
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Major disasters

Under delegation o~ authority ~rom the Federal Civil De~ense

Administrator (now Director o~ the O~~ice o~ Civil and De~ense Mo

bilization), the Secr.etary o~ Agriculture processes requests ~rom

the Governors o~ States ~or Federal assistance and the declaration

o~ major disasters under Public Law 875, Eighty-~irst Congress

(42 U.S.C. 1855), when the requests are con~ined solely to 're

quests ~or agricultural assistance. The Secretary submits the re

quests, together with his recommendations, to the Director, O~~ice

o~ Civil and De~ense Mobilization, ~or transmittal to the Presi

dent.
\

When a major disaster area is declared by the President, the

Secretary o~ Agriculture designates the speci~ic counties or parts

thereo~ within the State in which assistance may be made available.

Pursuant to section 301, Public Law 480, three emergency live

stock ~eed programs have been authorized by the Board o~ Directors,

CCC, under terms and conditions approved by the Secretary o~'Agri

culture, ~or relieving distress in major disasters determined by

the President, pursuant to Public Law 875, to warrant assistance

by the Federal Government. These programs are (1) the Emergency

Feed Program, (2) the Disaster Relie~ Feed Grain Program, and (3)

the Disaster Relie~ Feed Grain Program ~or Indian Tribes. The pro

grams provide aid to livestock producers by making available cer

tain designated CCC-owned ~eed grains and mixed ~eedgrains. De

pending on the terms and conditions o~the program, the ~eed

grains are donated or are made available to eligible recipients at

reduced prices.
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The programs are administered through components of the reg

ular organization of the Department t principally the Office of the

Director, Agricultural Credit Services; the Commodity Stabiliza

tion Service; and the USDA disaster committees.

Domestic donations

AMS administers programs under which cce donates surplus food

commodities to distributing agencies for the use of recipients who

are eligible under section 302 of Public Law 480 and regulations

pres~ribed by the Secretary of Agriculture.

State and Federal agencies designated by the Governors of

States, State legislatures, or proper Federal authority, and ap

proved by the Secretary of Agriculture, are eligible to become dis

tributing agencies. Recipient agencies are schools, summer camps

for children, institutions, welfare agencies, and disaster organi

zations receiving commodities for their own use or for distribu

tion to needy Indians, other needy persons, and disaster victims.

Prior to the inauguration of a program, an eligible distribut

ing agency enters into an agreement with the Department of Agricul

ture through the Food Distribution Division area office. The

agreement incorporates the terms and conditions approved by the

Secretary of Agriculture for such donation programs. Distributing

. agencies are required to determine that the recipient agencies or

recipients to whom they distribute commodities are eligible for

such assistance and must impose upon welfare agencies the responsi

bility for determining that recipients to whom they distribute com

modities are eligible.
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Prior to making distribution of commodities to welfare agen

cies or needy persons, a distributing agency must submit for re

view and approval a plan of operation, including, among other

things, an estimate of the number of needy persons to whom distri

bution will be made and the procedures and methods to be used in

certifying individuals as needy persons and in making distribution

of commodities. Distributing agencies are responsible for requir

ing that recipient welfare agencies follow all provisions of the

approved plan of operation.

Foreign donations

M{S supervises Department of Agriculture particip~tion in the

program under which CCC donates surplus food commodities for use

in the assistance of needy persons outside the United states.

The Secretary of Agriculture prescribed the policies under

which food commodities will be donated to participating agencies,

and the Francis Committee has issued a statement of policies for

foreign donation programs which also enumerates the general crite

ria to be applied in considering program requests.

AMS, in cooperation with rCA, makes the commodities available

to United States nonprofit voluntary agencies and intergovernmen

tal organizations, such as those sponsored and supported by the

United Nations or by two or more nations one of which is the

United States.

Representatives of eligible agencies develop, and may negoti

ate, donation programs in the foreign countries concerned for sub

mission to their own headquarters offices in the United States.
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Each participating agency submits its annua~ projection and pro

gram plans ~or eacp country to the appropriate ICA operations mis

sion ~or the purposes of planning, review, evaluation, and recom

mendations.

A program which is acceptable to the operations mission and

the field representative of the vol~tary agency is submitted by

the latter to the agencyts headquarters in the United states, and

the mission advises the Washington office of ICA of its concurrence

with the program. The agency's headquarters office then develops

a country plan of operation and submits it to ICA, with a copy to

USDA, for approval.

ICA arranges for a meeting of the ISC subcommittee on foreign

donations, o~ which both ICA and the Department of Agriculture are

members. The subcommittee reviews the program and approves, modi

fies, or disapproves it. The chairman of the subcommittee then

presents the program to the full membership of the ISC with expla

nation of the subcommittee' action. Approval by the full Committee
\

~s usually based on the recommendations of the subcommittee.

The Francis Committee statement of policies for foreign do

nation programs provides that:

uln the consideration of each continuing or new pro
gram, attention shall be directed to the achievement of
satisfactory coordination with other objectives and pro
grams; namely,promotion of-commercial markets, credit
sales, Public Law 480 Title I sales for foreign curren
cies, Title II grants and Title III barter and dona';".'
tions."

The Department of Agriculture annoUncement of commodities and

quantities available for foreign donations' ~ets",forth the terms

and conditions under which the food commodities will be furnished
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by CCC through AMS and CSS. The announcement is distributed to

all agencies eligible to participate in the program, and the agen

cies request thecommod1ties on a quarterly basis.

Barter

The Secretary of Agriculture conducts the barter program

through components of the regular organization of the Department,

principally CCC and CSS. The Working Committee and the Inter

agency Starf Committee on Agricultural Surplus Disposal also par

ticipate in the p:r:ogram.

The Supplemental Stockpile Advisory Committee on Barter, de-·

scribed on page l5'J, recommends to the Secretary the strategic and

other materials which should be accepted in exchange :Cor, surplus

agricultural commodities. The Secretary makes his recommendations

to the President who makes the :Cinal determination.

The Committee to Appraise Barter O:C:Cers, established by the

Administrator o:C CSS, evaluates barter o:C:Cers :Cor their potential

contribution to the increasing o:C exports o:C CCC-owned agricul

tural commodities and develops criteria:Cor the approval o:C the

Administrator, CSS, to guide would-be barter contractors ,in devel

oping their o:C:Cers with respect to the export o:C agricultural com

modities. Findings and recommendations o:C the Committee are sub

mitted to the Administrator, CSS, through the O:C:Cice o:C the',Deputy

Administrator :Cor Price Support, except that, when a precedent :Cor

the proposed transaction has been established by the Administrator,

CSS, they are :Curnished to the Barter and Stockpiling Division :Cor

appropriate action.
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The Barter and stockpiling Division of CSS, under the Deputy

Administrator for Price Support, plans, develops, and administers I

the barter program. It coordinates its program operations with

other agencies, principally General Servi'ces Administration, ICA,

Department of State, dss commodity offices, and the Fiscal Divi

sion of CSS. It negotiates and administers contracts with American

importers under which CCC-owned surplus agricultural commodities

are bartered for the strategic and other materialS, goods,·and

equipment provided for in section 303 of Public Law 480.

The Barter Unit of the Fiscal Division, CSS, is concerned

with the fiScal and financing operational aspects of programs un

der the Strategic and critical Materials Stock Piling Act, barter

authorizations in title III of Public Law 480, ,and exchange author

izations in theCCC Charter Act. The Unit is responsible for the

fiscal sufficiency of proposed barter contracts which are submit

ted by the Barter and Stockpiling Division for fiscal clearance.

It is responsible also for the provision, maintenance, and control

of finanCial coverage of ecc with respect to transactions under

the many types of barter contracts.
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VOLUME OF TRANSACTIONS UNDER PUBLIC LAW 480

From JUly 10, 1954, the date of approval of Public Law 480,

through December' 31, 1959, 172 agreements and supplemental agree

ments were made under 'title I with 38 countries for the sale of

surplus agricultural commodities for foreign currencies. The cost
\

to CCC of commodities covered by these agreements is estimated at

$5,787.5 million.. This amount includes the export value of ship

ments from commercial stocks; the CCC acquisition cost of CCC

owned commodities at domestic support prices; and storage, proc

essing, and inland and ocean transportation costs.

The commodity composition, export value, ocean transportation,

and estimated CCC cost under these sales agreements are shown in

the table below.

Commodity

Wheat and flour equivalent
Feed grains
Rice
Cotton
Cotton linters
Meat products
Tobacco
Dairy products
Fats and oils
Poultry
Dry edible beans
Fruits and vegetables
Seeds

Total

Ocean transportation

Total, including ocean
transportation

Export
Approximate market Estimated

Unit quantity value CCC cost

(000,000 omitted)

bu. 1,043,718,000 $1,736.0 $2,804.4
" 225,661,000 265.4 404.6

cwt. 38,633,000 240.2 387.3
bale 4,156,900 635.4 873.2
" 7,000 .3 .3

lb. 120,872,000 ' 39.2 39.2
" 259,258,000 187.0 187.0
" 256,762,000 45.8 77.7
" 3,785,910,000 543.6 550.8
" 17,661,000 5.4 5.4

cwt. 591,000 4.4 4.4
lb. 177,955,000 16.0 16.0
cwt. 10,000 .4 .4

.],719.1 5,350.7

436.8 436.8

$4,155.9 $5,787.5
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Tables containing similar information with respect to the

agreements with eadh of the 38 countries are included in appen

dix D, pages 495 to 498.

The estimated export market value of commodities shipped un

der title I sales agreements during the period from July 10, 1954,

to December 31, 1959, is $3,147,925,·QOO. A table showing, by fis

cal years, the quantities and the estimated export market values

of commodities shipped is included in appendix D, pages 499 to 500.

Sales agreements entered into from the inception of Public

Law 480 through December 31,·1959, provide for the use of approxi

mately 15.7 percent of the sales proceeds for the payment of

United States obligations and 14.7 percent for other United States

uses. The remainder of the sales proceeds was earmarked as· fol

lows: 7.6 percent for common defense, 8.2 percent for grants for

economic development, 6.8 percent for loans to private enterprise,

and 47 percent for loans to foreign governments. A table showing

these planned uses, by countries, is included in appendix D,

page 501.

Allocations of sales proceeds by the Bureau of the BUdget

through September 30, 1959, amounted to a $3,305.5 million equiva

lent, collections were a $3,146.1 million equivalent, and disburse

ments were a $1,212.1 million equivalent. Allocations, collec

tions, and disbursements are shown, by countries, in appendix D,

page 502.

Transfers of commodities under title II of Public Law 480

valued at about $476.4 million were authorized 'during the 5-1/2

year period ended December 31, 1959, to help friendly foreign
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people meet famine or other urgent or extraordinary relief require

ments. In addition, a total of $44.8 million was paid for ocean

freight charges 'on,' these commodities. During fiscal years 1955

and 1956, ocean freight charges totaling $22 million were financed

under the Mutual Security Act, and, in subsequent fiscal years,

charges amounting to $22.8 million were paid from title II, Public

Law 480, funds. A table showing, by areas and countries, the com

modities and dollar value is included in appendix D, page 50~.

Donations under title III of Public Law 480 during the 5-1/2

year period ended December 31, 1959, totaled $475.8 million for

domestic relief and $1,321 million for foreign relief. In addi

tion, $85.6 million was paid from title II funds for ocean freight

on foreign donations. The commodities donated,as well as the quan

tities and cost, are shown in the table below.

Commodity

Domestic donations
Quantity
in pounds Cost

Foreign donations
Quantity
in pounds' Cost

Total
Quantity
in pounds Cost

2,821,200 ~75,800 $1,796,655

Beans, dried
Butter
Butter oil
Cheese
Corn meal

. Corn, whole
Cottonseed oil
Flour
Milk, nonfat

dry
Shortening,
Rice
Wheat, whole

Total,

74,100
257,400

250,200
475,500

6,900

1,095,500

298,100

341,300
22,200

$ 6,200
165,000

104,400
26,700

200
-

74,200

55,100

43,000
1,000

(000 omitted)

116,989 $ 10,707
176,971 121,533
122,843 107,436
577,035 251,174
993,141 68,823

.228,094 10,390
38,488 9,107

2,736,878 211,276

2,392,301 447,889
34,768 8,464

419,232 52,988
387,136 21,068

8,223,876 $1,320,855

191,089 $
434,371
122,843
827,235

1,468,641
234,994
38,488

3,832,378

2,690,401
34,768

760,532
409,336

11,045,076

16,907
286,533
107,436
355,574
95,523
10,590 .
9,107

285,476

502,989
8,464

95,988
22,068

Foreign donation programs have been conducted in more than

100 countries. A table showing, by country, the number of pounds

and the dollar cost of foreign donations authorized in fiscal

years 1955-59 is included in appendix D, page 506.
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AgricUltural commodities valued at $1,056.6 million were ex

ported under barter contracts during fiscal years 1955-59.

In the table below, exports of United states farm products
•

under Public Law 480 during fiscal years 1955-59 are compared, by

fiscal years, with other exports of United s'tates farm products.

ill2 12..2§. 12.22 1.2..2§. 12.22. 'Total

(000,000 omitted)

$ 73 $ 439 $ 909 $ 660 $ 730 $ 2,811
83 91 88 92 56 410

125 298 401 100 132 1,056
135 184 165 173 132 789

416 1,012 1,563 1,025 1,050' 5,066

2,728 2,484 3,165 2',211 2,669 14,023

$3,144 $3,496 $4,728 $4,002 $3,719 $19,089

Total

Other exports

Total ex
ports

Public Law 480 ex-
ports:

Title I
Title II
Title III:

Barter
Donations

Percent of Public
Law 480 exports
to total exports 13% 29% 33% 26% 28% 27%

In fiscal year 1959, Public Law 480 exports amounted to 64

percent of the total exports of wheat and wheat equivalent of

flour, 23 percent of corn and corn equivalent of corn meal, 49 per

cent of rice, 33 percent of cotton, and 73 percent of cottonseed

and soybean oil.

FOOD-FOR-PEACE PROGRAM

The White House announced on April 13, 1960, that Don

Paarlberg, Special Assistant to the President in the general eco

nomics area, had been appointed to the new pos t, of, Food-For-Peace

Coordinator.



The primary' objective of the Food-For-Peace program is the

use of farm products in meeting the needs of our friends abroad,

and the chief instrument of the program is Public Law 480.

The press release, appendix E, page ,09,said that the Depart

ment of Agriculture, working in close cooperation with the Depart

ment of State, had major operating responsibility for the program;

that various other Departments were involved; and that present

operating responsibilities would continue in the executive depart

ments. It said also that Mr. Paarlberg would expedite interdepart

mental decision making and undertake achievement of a better under

standing of the program at home and abroad.
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DEPARTMENT OF AGRICULTURE

RESPONSIBILITIES OF THE DEPARTMENT

The Secretary of Agriculture is responsible for activities un

der the Agricultural ~rade Development and Assistance Act of 1954

as follows:

1. Determining what commodities are "surplus agricultural com
modities" under the act.

2. Determining the nations with whom agreements shall be nego
tiated and determining the commodities and quantities

. thereof which may be included in the negotiations with
each country after advising with other agencies of the Gov
ernment affected and within broad policies laid down by
the President for implementing the act.

3. Coordinating the day-to-day operations under the act
through appropriate interagency relationship.

4. Preparing and coordinating draft country-to-country sales
agreements and negotiating instructions.

5. Arranging for the procurement and shipment of commodities
and the deposit of local currency generated under sales
agreements.

6. Using, pursuant to section I04(a) of the act, foreign cur
rency acquired under title I in developing markets abroad
for United States agricultural commodities. .

7. Using, pursuant to section 104(k) of the act, foreign cur
rency acquired under title I for agricultural research pro
grams abroad.

8. Using, pursuant to section 104(m) of the act, foreign cur
rency acquired under title I for agricultural and horticul
tural fair participation and related activities abroad.

9. Performing all other functions conferred upon the Presi
dent by title I which are not delegated elsewhere or re
served to the President.

10. The general supervision and direction of Commodity Credit
Corporation (CCC) activities in making CCC stocks of sur
plus agricultural commodities available under title II to
meet famine or other urgent or extraordinary relief re
quirements of friendly nations and friendly peoples.
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11. Administering title III of the act, including general su
pervision and direction of related activities of CCC.

12. Determining, pursuant to section 301 of the act, the terms
and conditions under which CCC shall make farm commodities
or products thereof owned or controlled by CCC available
for relieving distress (a) in any area of the United States
declared by the P~esident to be an acute distress area be
cause of unemployment or other economic cause if the Presi
dent finds that such use will not displace or interfere
with normal marketing of ag~icultural commodities and (b)
in connection with any major disaster determined by the
President to warrant assistance by the Federal Government
under Public Law 875, Eighty-first Congress (42 U.S.C.
1855).' '

13. Determining the terms and conditions under which commodi
ties acquired by CCC through price-support operations
shall be made available for the purposes authorized by and
within the limitations of section 302 of the act, includ
ing domestic and foreign donations.

14. Bartering and exchanging agricultural commodities owned by
CCC for materials, goods, and equipment pursuant to sec
tion 303 of the act.

DELEGATION OF AUTHORITY BY THE SECRETARY OF AGRICULTURE

On August 2, 1954, the Secretary of Agriculture established a

committee within the Department, known as the Working Committee,

for the purpose of carrying out the responsibil~ties of the Depart

ment under Public Law 480. On October 6, 1954, he established the

Interagency Staff Committee on Agricultural Surplus Disposal and

delegated to'the Administrator, Foreign Agricultural Service (FAS)\,

primary responsibility for carrying out the functions of the De

partmentof Agriculture under title I of the act. The delegation'

, required the Administrator to make the fullest possible use of ex

isting services and facilities of the Department and to rely upon

the advice of the Working Committee.

The Secretary of Agriculture and the Commodity Credit Corpora

tion have delegated to the Administrator of the Commodity
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Stabilization Service (CSS), who is the Executive Vice President

of CCC, the authority and responsibility for the general direction

and supervision of all title III programs assigned to CSS/CCC.

They have made a similar delegation to the Administrator .of Agri

cultural Marketing Service (AMS) for title III programs assigned

to AMS.

Organizational charts of the Department of Agriculture and of

the Foreign Agricultural Service, the Commodity Stabilization Serv

ice, the Agricultural Marketing Service, and the Agricultural Re

search Service are included in appendix C, pages 473 to 481.

THE WORKING COMMITTEE

The Working Committee established by the Secretary of Agricul

ture on August 2, 1954, consists of the Administrator, Foreign Ag

ricultural Service, as Chairman; the Administrator, Commodity Sta

bilization Service; the Administrator, Agricultural Marketing Serv

ice; and the Executive Assistant to the Secretary of Agriculture.

The Committee reports to the SecretarY of Agriculture through the

Assis·tatit Secretary for Marketing and Fdfeign Agriculture who is a

member of the Committee, ex officio. Each Committee member may

designate an alternate to serve in his place. Representatives of

organizational units of FAS, CSS, and AMS attend the meetings when

required.

The Committee is responsible for recommending the commodities

and maximum quantities of commodities which should be eligible for

programing and financing under the various disposal programs, in

cluding title I sales agreements and disposals under title III, to

gether with the names of the countries eligible for programing.

~9

John M
Rectangle



The Committee also m~kes recommendations on broad program aspects

and day-to-day program requirements.

THE INTERAGENCY.STAFF COMMITTEE
ON AGRICULTURAL SURPLUS DISPOSAL

Pursuant to the President's request for interagency coordina

tion of day-to-day operations tinder the act, the Secretary of Agri

cUlture, on October 6, 1954, established the Interagency Staff Com'"

mittee on Agricultural 'Surplus Disposal (referred to as' ISC) under

, the chairmanship of the Administrator, Foreign Agricultural Serv

ice, Department of 'Agriculture, the membership of which ihcluded

staff-level representatives of agencies on the Interagency Commit-
I

with responsibilities under the act.
\ .

tee ,on Agricultural Surplus Disposal (the Committee under the

chairmanship of a representative of the White House and known as

the Francis Committee) and representatives of other agencies vested

(See memorandum No. 1361,
\ '

supp. 1, dated October 6,1954, app. F, p."ll'.) Later'the Secre-'

tary designated the Assistant Administrator for Market Development

and Programs, Foreign Agricultural Service, as Chairman of the In

teragency Staff Committee. (See memorandum No. 1361, supp. 1,

rev. 1, dated April 18, 1956, app'. G, p.5l3.),

The Departments, of Agriculture, State, Treasury, Commerce,

and Defense, the International Cooperation Admin~stration, the Of-,
..

fice of Civil and Defense Mobili~ation, the Export-Import Bank,

the Bureau of th~ Budget,and the United States Information Agency

are represented' on ISC. Additional representatives ma.y be added'

by the Chairman if he considers it desirable. Representatives of·

the Operations Coordinating Board and the Natiqna1 Science Founda

tion attend some of the meetings as observers.
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Responsibilities of ISC

The responsibilities of ISC are as follows:

1. The development and review of programs and operations un
der title I.

2. The review of basic agreements to be negotiated under ti
tle I.

3. The review of programs for use of foreign currencies for
expansion of markets for agricultural commodities and
other purposes.

4. The review of proposed agricultural export sales, disposi
tion, and related programs undertaken under other authori
ties, including programs under title II of the act; the
sales of surplus agricultural commodities under section
402 of the Mutual Security Act; and other pertinent pro
grams and operations.

5. Obtaining interagency advice on policy questions relating
to other .commodity disposal programs and operations of the
Department of Agriculture, including donations for distri
bution abroad and barter activities.

The primary responsibilities of ISC relate to title I sales

of commodities for foreign currencies. Principal duties under ti

tle III include review of programs involving food donations for

foreign distribution and potential barter transactions. The ISC

reviews such programs primarily to determine whether they are in

conflict with existing or proposed title I programs for the sale

of commodities abroad for foreign currencies. The policy state

ment governing ISC review states, in part, that:

"The Department (USDA) is not seeking approval of the
programs either in principle or in fact. It is simply
affording the Committee an opportunity to become ac
quainted with title III programs affecting these partic
ular commodities and to exercise a veto if any title III
program is in conflict with over-all objectives of Pub-

·lic Law 480 as it relates to sales or development of
world markets on the part of American industry."

The ISC is advisory in nature, but any member who is dissatis

fied with a proposed policy, agreement, or operation may require
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its submission to the Chairman of the Interagency Committee on Ag~

. ricultural Surplus Disposal (the Francis Committee) for resolution

of the question.

ISC procedures

The ISC ,usually sends the agenda for the weekly meetings to

representatives of the member agencies 2 or 3 days prior to the

meeting date. This allows time for the Bgencies concerned to de

termine their position on the matters on the agenda.

utilizing the service and experience of other agencies repre

sented on ISC, the Department of Agriculture takes the lead in the

development and review,of proposed programs. The Foreign Agricul

tural Service prepares the proposed program for each country, the

negotiating instructions, and a draft sales agreement and submits

them to ISC for review and approval. If all members agree on the

proposed program and the drafts of the negotiation instructions and

the sales agreement, the program is approved for negotiating. If

the Committee is in agreement on the program but not on the cur

rency uses, the program may be approved subject to the currency

uses being worked out and approved at a later date. If the Commit

tee cannot agree on the program or currency uses, the matter is re

ferred to a subcommittee or to a member agency for study and recom

mendation at a later meeting. If the question is resolved satis

factorily, the Committee approves the program.

The minutes of the ISC meetings are distributed to allmem

bers of ISC, to other agencies who may be interested in certain
I .

phases of programs, and to all United States Embassies ,as guiding

principles to be followed and as reflecting the position of the

United States Government.
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The ISC must analyze each country program proposal to see that

the program does not displace the usual marketings of the United

states, that it is "consistent with United States foreign policy,

and that it is coordinated with Mutual Security and other United

States programs. It determines the broad categories of uses of the

foreign currencies and applies any other title I criteria wh~ch

must be considered because of other programs.

After ISC approves a proposed agreement, the Department of

State transmits final negotiating instructions to the United States

Embassy and formal negotiations are started with the foreign gov

ernment. Any proposed modification of an approved sales agreement, .

must be submitted to ISC for approval before the sales agreement

may be modified. After the government-to-government agreement has

been signed, further operations relating to the program are per

formed by the operating divisions of FAS and CSS.
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FOREIGN AGRICULTURAL SERVICE

Responsibilities under title I

The Foreign Agricultural Service represents the Department of

Agriculture in foreign matters. It has primary responsibility for

developing foreign markets for United States farm products. It ap~

praises foreign agricultural marketing opportunities, as well as

competition with and barriers to such marketing, and aids in the de

velopment of markets for agricultural products through improvement

of international trade conditions and by administering foreign

trade programs, including those under title I of Public Law 480.

FAS activities -under title I consist of:

1. Recommending-the countries with which sales agreements
should be made and sUbmitting to the Working Committee the
recommendations developed jointly by specialists of FAS,
CSS, and AMS as to the types and quantities of agricul
tural commodities for export financing by the United
States Government.

2. Developing and coordinating country programs and preparing
agreements and negotiating instructions.

3. Preparing, issuing, and distributing purchase authoriza
tions requested by importing countries pursuant to sales
agreements.

4. Reviewing the commitments in sales agreements to safeguard
the usual marketings of the United States and to prevent
resale or transshipment to other countries or use for
other than domestic purposes without specific approval of
the President and reviewing, jointly with the Fiscal Divi
sion of CSS, the performance of foreign governments for
compliance with the provisions of the agreements with re
spect to the deposit of foreign currencies.

5. Developing, coordinating, approving, supervising, and au
diting programs and projects which use foreign currencies
for the expansion of foreign markets for United States
Agricultural commodities.

6. Developing fiscal procedures, maintaining accounts and rec
ords, and issuing fiscal reports to reflect status of for
eign currency projects.
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7. Furnishing information on operations under title I to Con
gress, other Government agencies, importing countries, ex
porters, commodity organizations, and trade groups.

8. Serving as 'department liaison with foreign embassies and
legations.

Organization

The organization of ' the Foreign Agricultural Service consists

of the Office of the Administrator; the Office of the Deputy Admin

istrator; the Offices of the Assistant Administrator for Market De

velopment and Programs, Agricultural Attaches, ,Agricultural Trade

Policy and Analysis, and Management; and the Office of Internal Au

dit.

The Office of the Assistant Administrator for Market Develop

ment and Programs, consisting of the Program Development Division,

Programs Operations Division, Foreign Trade Promotion Division,

and seven commodity divisions (Cotton,' Dairy and Poultry, Fats and

Oil, Fruit and Vegetable, Grain and Feed, Livestock and Meat Prod

ucts, and Tobacco), performs the major functions of the Fore~gn

Agricultural Service under title I.

The Office of the Assistant Administrator for Agricultural At

taches consists of ~ area offices and about 5~ attache posts. The

agricultural attaches represent the United States abroad on agri

cultural matters, including those relating to title I.

The Office of the Assistant Administrator for Agricultural

Trade Policy and Analysis performs foreign agricultural research

work, including the development of research projects, such as long

range country studies of market potential under section lO~(a), ti

tle I, and acts generally in an advisory capacity on title I sales

programs and market development projects.
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The Office of the Assistant Administrator for Management fur-

nishes administrative services, including the maintenance of ac

counts and records and the issuance of fiscal reports on the sta

tus of foreign currency programs. under section l04(a).

The Office of Internal Audit, established in January 1957, is

an independent staff unit which reports to the Administrator, FAS.

It is responsible for ascertaining the adequacy of,. and adherence

to, FAS policies, procedures, and controls and for ascertaining

the accuracy and reliability of financial records and reports.

Policies and procedures

The policies and procedures used by the Foreign Agricultural

Service in carrying out its functions under title I are described

below.

Determination. of commodities, quantities,
and countries for programing

An initial planning group under the sponsorship of FAS, which

includes representatives of FAS, CSS, and AMS, makes estimates of

the types and quantities of commodities ,eligible for programing un

der title I. FAS submits the recommendations of this group, with

the names of the countries for programing, to the Working Committee

for consideration.

The Working Committee makes recommendations as to the nations

with whom agreements should be negotiated and the commodities and

maximum quantities eligible for financing under title I. The rec

ommendations on commodities are submitted quarterly and on a fis

cal year basis by the Administrator ,FAS, ,'to, the Board of Direc

tors, CCC, for approval or modification. The resolution by the
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Board of Directors, approved by the Secretary of Agriculture, con-

. stitutes the determination of the commodities, maximum quantities

of cqmmodities, ·and the countries eligible for programing under ti

tle I sales agreements, except that the programing of non-price

support commodities must be submitted to the Secretary of Agricul

ture for specific approval on a case-by..;,ca,se basis.

FAS is required to submit monthly reports to the Board of Di

rectors, CCC, which show the status of programing, including the

agreements signed, under negotiation, and being developed, by coun- .

try and commodity, and a summary table which shows the total quan

tity for each commodity programed compared with the maximum quanti

ties approved by the Board. In addition, FAS is required to keep

the members of the Board of Directors currently informed on the

general plan for programing the availableauthorization, the pro

posed programs with importing countries to be submitted to ISC, and

the commodity composition of final agreements with importing coun~

tries ready to be signed.

The policies providing for approval of commodities and quanti

ties by the Board of Directors are outlined in CCC Docket CZ-206,

revision 1, amendment '3.

In considering the eligibility of individual commodities not

under announced price-support programs, the Committee applies the
\

following criteria:

1. Section 106 of Public Law !t80 which provides that:

."As used in this Act, ' surplus agricultural commodity'
shall mean any agricultural commodity or product therof,
class, kind" type, or other specification thereof, pro
duced in the United States, either privately or publicly
owned, which is or may be reasonably expected to be in
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excess of domestic requirements, adequate carryover, and
anticipated exports for dollars, as determined by the
Secretary of Agriculture."

2. Prices to producers in relation to their parity levels.
As a general rule commodities should not be eligible for
programing if the estimated season average price to produc
ers during the program period exceeds 90 percent of parity.

3. The need for offsetting temporary losses of export markets
or using opportunities for development of new markets.

4. The ability and willingness of producers tO,keep supply in
line with demand.

The current eligibility of individual surplus agricultural

commodities under title I is considered at the weekly meetings of

the Working Committee. The Committee reviews background state

ments eGlIimin:i:ngreeommendations -of t,the (~CMlW!:odii~y:J:livisions ,:qf tCSS f

AMS, and FAS.

Preparation of country' programs, sales agreements,
and negotiating instructions

A proposal for a title I program for the sale of United

approval by the Interagency Staff Committee, The program submit

ted includes the basic documents setting forth the negotiating in~

structions and sales agreement.

In many instances the coordinators and commodity divisions,

through their continuing liaison work, receive informa~ion regard

ing particUlar country programs and make preliminary studies be

fore the requests are received from the foreign countries, .
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Development of the program is officially started by the pro

gram coordinator upon receipt of an official request from the im

porting country.' This request is submitted through the United

states Embassy or directly to the Department of state or the De

partment of Agriculture by official representatives of the foreign

government concerned. The commodity divisions affected and other

FAS groups receive copies of the official request, and various fac

ets of the program are developed simultaneously within FAS and by
)
I

its representatives in the foreign country concerned.

In developing a country program, FAS assembles pertinent data,

including:

1. Background data on production, imports, exports, stocks,
and consumption of the commodities concerned.

2. The usual commercial imports and the quantities of differ
ent commodities 'that may be provided under title I, deter
mined from the data summarized in 1 above.

3. The balance of payments situation of the country concerned.

~. The rate of exchange of the local currency concerned ,as
compared with the dollar.

An important requirement of title I is that reasopable precau

tions be taken to safeguard the usual marketings of the United

states and of friendly exporting countries. In preparing a coun

try sales ,program, FAS ascertains the country's usual marketings

by considering its commodity requirements, its production of the

commodity, the average import of the commodity over a 3- to 5-year

period, its balance of payments situation, and the United States

dollar sales of the commodity and Public Law ~80 program in the

country.
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The commodity divisions compile the foreign market require

ments from information furnished by United states field missions,

including the agricultural attaches, commodity groups and associa

tions, and other sources. Although this information is used in de

veloping Public Law 480 programs, most of it is compiled to pro

vide farm and trade groups with infprmation on foreign market re

quirements for use in promoting foreign markets for United states

agricultural commodities. The data and the recommendations of the

commodity divisions are submitted to the program coordinators for

use in preparing country programs.

rn coordinating the Department's position on a country sales

program and the uses of the foreign currency proceeds, the program

coordinator contacts other groups in the Department of Agriculture

(USDA) which have responsibilities under section 104 offublic Law

480. The purpose of this coordination is to reach full agreement,

if possible, prior to final review of the program by USDA. After

this coordination and approval within FAS and USDA, the proposed

country program is prepared for submission to the rse.

The proposed country program showing the commodity composi

tion, usual 'marketing conditions, proposed foreign currency uses,

and exchange rate provisions, including a draft of the sales agree

~,ment and the negotiating instructions, is submitted to rse for re

view and approval.

The sales agreements generally follow a standard format and .

include:

1. The kind and value of 'commodities to be financed and the
period during which the commodities will be taken.
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2. Provisions to protect against resale or transshipment of
commodities to other countries without specific approval.

3. Provisions to safeguard the usual marketings of the United
states and to assure that world prices of agriculture com~

modities will not be unduly disrupted and that trade rela
tions among the countries of the free world will not be
materially impaired).

~. Provisions on the deposit of foreign currency and rate of
exchange.

5. The uses of the foreign currency which accrue under the
agreement.

ISC reviews programs. sales agreements,
and negotiating instructions

The Interagency Staff Committee reviews proposed country pro

grams, including drafts of negotiating instructions and sales

agreements. It ascertains whether a program (1) would displace the

usual marketings of the United states to the country with which an

agreement would be made, (2) is consistent with United States for

eign policy, and (3) is coordinated with the Mutual Security' and

other United States programs. Among other important matters, it

considers the uses to be made of foreign currency that would'ac

crue from the sale of surplus agricultural commodities.

Review and coordination of proposed uses of foreign curren

cies require a substantial portion of the Committee's time. One

of the reasons for this is that many agencies are responsible for

the use of foreign currencies generated under Public Law ~80. The

aggregate amount of requests for the many permissible uses often

exceeds the amount which would accrue from the sale.

The program coordinator who prepared the program, the employ

ees of the commodity division or divisions involved~ and other
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representatives of FAS attend the ISC meetings to answer questions

pertaining to the various phases of the program and to supply

backup information.

If all ISC members agree on a proposed program it is approved

for negotiation by the Department of state, but if the Committee

cannot agree on a phase of the program the matter may· be referred
. ':)<

by the Chairman to a subcommittee or to a member agency for study

and recommendation or to the Department of State for dispatch to

the field, subject to the right of any member of the Committee to

have the matter referred to the Francis Committee for resolution.

When ISC app~oves a program, the proposed sales agreement and

th~ negotiat~ng ~nstructio~s are sent to the Department of State

and are transmitted as Department of State instructions to the
(

field mission for formal negotiation. The Department of State has

the over-all responsibility for negotiations, but the agricultural
\

attache and representatives of the ICA mission participate in the

negotiations. In some instances negotiations are conducted in

Washington by the Department of State with local representatives

of the foreign government concerned. Problems arising either be

fore or during the negotiation are usually referred to FAS for so

lution or for submission to ISC.

Importing country applies
for a purchase authorization

After the government-to-government sales agreement is signed,

the importing country applies to FAS for issuance of a purchase au

thorization. The application, on FAS form· 480-1, shows the commod

ity, quantity, cost, ocean freight cost, and total amount of
,

\
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dollar financing requested. It contains a certification as to the

purposes for which the commodity purchased will be used, such as

increasing domestic' consumption, increasing stocks, and maintain

ing domestic consumption because of reduced domestic production.

The applicant agrees ,that the commodity procured will not cause

. displacement or sUbstitution of usual marketings of the United

'States or unduly disrupt world market prices and that the commod-

itywill not be resold or transshipped to other countries without

specific prior approval byFAS. In many instances the applications

are prepared in FAS at the request of representatives of the im

porting countries.

Issuance and administration
of purchase authorization

FAS reviews the application to ascertain whether its approval

would be in accordance with the provisions of the act and the poli

cies of the United States Government. If the application is ap

proved, the Programs Operations DiVision, Market Development,and

Programs, FAS, prepares a proposed purchase authorization (FAS

form 480-A and special provisions) which specifies the quantity to

be purchased, the maximum dollar amount, the method of financing,.

the ess office which will administer the finance operation on be

half of eee, the periods during which contracts between importers
I

and suppliers may be entered into and during which deliveries may

be made, provisions governing the deposit of foreign currency pur

chas~ price, documentation required, ocean transportation require

ments, and any other provisions deemed necessary by FAS.

63



The proposed purchase authorization is submitted to ess for

review and clearance. The nature and extent of this review are

. set forth on pages 89 to 91. After clearance by ess, the purchase

authorization is signed for the Administrator, FAS, by the Direc

tor, Programs Operations Division, Market Development and Programs,

and is issued to the importing country. A separate purchase au

thorization is issued for each commodity in the sales agreement

and for ocean transportation when authorized separately from the

commodity cost. The original authorization is sent to the import

ing countr~and copies are sent to eee.

When a purchase authorization is signed, public announcements

are issued as press releases and are mailed to interested persons

and firms to enable suppliers to initiate negotiations for sales

under the program.

The policies and procedures relating to the issuance of a pur-;

chase authorization are covered in the regulations' governing the

financing of commercial sales of surplus agriculture commodities

for foreign currency (7 eFR, 1957 supp., 11). The financing proce

dures are reported under the eee secti.on of this report (pp. 92 to

102) •

FAS furnishes the agricultural attache with copies of the pur

chase authorization issued to the government of the country in '

which he is stationed and with copies 01 each' ocean bill of lading

received from the exporter.

FAS maintains liaison with the importing country, generally

through the agricultural attache, and int~rprets condit~ons of the·

purchase: authorizations with respect to sp~c'ific situations ,rec

ords performance under purchase authorizations, checks imports t,o.
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determine the foreign country's compliance with "usual marketing"

purchases for dollars, and checks deposits of foreign currency

with United states ,agents.

The attache is re'quired to submit reports on the operation of

the program to FAS for review and action. These reports are as

follows:

1. Quarterly reports ,showing the ship arrivals and unloading
and statements on the compliance with Public Law 480 re
quirements on resale and usual marketings.

2. Voluntary or occasional reports showing any unsatisfactory
condition of the commodity upon arrival, noncompliance .
with requirements on resale or usual marketings, improper
utilization, and increased availability to unfriendly coun
tries and stating the action taken or recommended.

Instructions on the operation~l reporting by the agricultural

attache are covered in FAS Field Instruction No.5, dated August 2,

1955.

Foreign market development by FAS
under section 104(a) of Public Law 480

A market development project may be initiated by a trad~

group, a private research organization, an institution such as a

land~grant college, an international organization; or the Depart

ment of Agriculture. FAS develops, implements, approves, and ap

praises market development projects financed with foreign curren

cies received under title I. It makes agreements with domestic

and foreign trade groups and with institutions and similar organi

zations for the operation of market development projects. FAS may

undertake to operate a project directly if it is considered to be

desirable and if it is impracticable to operate it through a pri

vate trade group or institution.
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Market development projects may be recommended by the agricul

tural attacl1es, the commodity divisions, the Foreign Trade 'Promo

tion Division, or the Foreign Agricultural Analysis Division of

FAS upon their ovm initiative or upon suggestions of individuals

or groups within or outside the Department. The office which pro

poses a project must prepare a project statement showing the objec

tive, justification, and estimated cost of the project, method of

operation, measures of performance and evaluation, and reporting

requirements. The project proposal is given an administrative and

budgetary review before approval by the Assistant Administrator,

Market Development and Programs, FAS, and is cleared with the ap

propriate attache who ascertains from Embassy officials whether

there is any objection to the project from the standpoint of the.

foreign policy of the United states.

In a recent change in FAS procedure (title 11, Foreign Agri

cultural Service Regulations, dated August 11, 1959) a project pro

posal for a cooperative project, whether originating in Washington

or in the field, must be submitted by memorandum showing (1) the

project objective, (2) the justification for the project, (3) the·

method of operation, (4) the financing requirements, and (5) a sum

mary of discussions and understanding with the cooperator and agri-

cultural attache or, if an attache proposal, with FAS/Washington.

If the memorandum proposes an amendment or extension of a project,

it must show, in addition to (4) and (5) above, a brief evaluation

of work already done under the project, the reasons for proposing

the amendment, extension, or renewal, and the ,duration of any ex-

. tension. This memorandum is signed by the division director or
I



the agricuitural attache and is submitted through the Foreign

Trade Promotion Division to the Deputy Assistant Administrator for
'-"

Market Developme'nt; for . approval in principle.

A project statement may be used in lieu of this approval-in-

. principle memorandum if the project is to be operated by FAS di

rectly instead of through a cooperator and the use of a project

statement is more convenient and is agreed to by the Deputy Assist

ant Administrator for Market Development.

Factors considered in evaluating a proposed market-development

project include possibilities of the project's success in terms of

its contribution to increased United States exports, its long

range effect on total United States agricultural exports, the ex

tent to which the United States trade group represents the commod

ity interest concerned, the extent to which the project is in har

mony with United States foreign trade policy and international ob

ligations, the -importance of the commodity or commodities to

United States agriculture, and the proposed financing of,the'proj

ect. Cooperating trade and agricultural groups are required to

make financial contributions to projects.

Market development agreements--The two types of market devel

opment agreements--the over-all program agreement and the project

agreement--are described below.

The program agreement is a written statement of the general

understanding reached between the contractor, referred to as the

cooperator, and the United States Government regarding the. commod

ity, the fields of activity, the area of operations, and other con

ditions under which specific projects may be undertaken through
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supplemental project agreements. A program agreement is prepared

by the appropriate division of FAS and is cleared with the Office

of the General Counsel of the Department, the Assistant Administra

tor for Market Development and Programs, and the Assistant Adminis

trator for Management, prior to its submission to the cooperator

and the Administrator, FAS, for approval and signature.

The project agreement is a written statement of the under-,

standing reached between a cooperator and the ,Government with re

spect to the nature and content of a specific project and the obli

gations, responsibilities, and financial contributions of the par

ties to the agreement. Project agreements may be entered into

without an over-all program agreement in exceptional cases, such

as a short, one-time project to be carried out by an organization

with which no further cooperative projects are contemplated.

The project agreements are prepared and cleared by the appro

priate divisions of FAS, cleared with the Office of'the General

Counsel of the Department, and the agricultural attaches concerned,

and sent to the cooperator and the Assistant Administrator for Mar

ket Development and Programs for signature. Copies of the signed

project agreement are distributed to appropriate divisions and of

fices within FAS, and a formal notice to proceed with the project

is sent to the cooperator.

Cooperators are responsible for carrying out or, directing and

supervising market development projects in foreign countries and

seeing that funds made available by the U~itedStates are spent ju

diciously and for the purpose of carrying out the terms of the pro

gram and project agreements.
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If FAS undertakes the operation of a foreign market develop

ment project, it may contract for part or all of the work. The op

eration of such projects is supervised by the agricultural attaches

or other designated FKS personnel. The contract is a statement of

understanding between an individual, a concern, or an association

and the 'United states Government specifying the facilities, materi

als, and services to be provided by the contractor and the amount

to be paid by the United states Government. Contracts may be en

tered into on behalf of the Department of Agriculture by officers

in United states Embassies to whom authority has been delegated or

by the Assistant Administrator, Management, FAS.

Scope of market development activities--The various types of

activities that may be carried out under approved projects include

market surveys and analyses, promotion of better nutrition prac

tices, advertising and other consumer promotion activities, visits

of foreign trade groups and specialists in the United States and

visits of United states trade groups and specialists in foreign

countries, participation in international trade fairs, agricul

tural utilization research in foreign scientific institutions, and

other appropriate types of activities that meet the needs of par

ticular areas or situations.

Policies and procedures--Policies and procedures for the ini

tiation, development, implementation, and appraisal of foreign cur

rency market development projects were set forth in FAS Operations

Memorandum No.7, and, as revised August 11, 1959, are now found

~in title '11 of the Foreign Agricultural Service Regulations. In-

structions clarifying certain policies, procedures, and
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responsibilities of the agricultural attaches, Embassy administra

tive and certifying officers, and the cooperators in the market de

velopment programs, originally contained in FAS Operations Memoran

dum No.7, supplement No.1, dated February~, 1957, are super~,

seded by title 11•..

Financing and accounting of market development projects--For

eign currencies generated by the sales under title I and deposited

with United states agents are, upon request by the Department of

Agriculture, allocated and apportioned by the Bureau of the BUdget

to the Department for financing market development projects. The

BUdget and Finance Division, Management, FAS, makes allotments to

the agricultural attaches and other FAS officials for these proj

ects.

The fiscal year requests for allocation of foreign currency

for market development projects are prepar~d by the BUdget and Fi~

nance Division, Management, FAS, from informati~n on the estimated

cost of the project, the commodity, and the justification for the

project as furnished by the commodity divisions through the For

eign Trade Promotion Division. The formal request for allocation

is made by letter from the Assistant Secretary of Agriculture to

the Bureau of the Budget. Allocations are available to the agency

until used unless a specific expiration date is established in the

allocation letter. Allocations may be made in adv~nce of and sub

ject to collection of the currencies, but apportionments are not

generally made until the currencies have been deposited. Begin

ning with fiscal year 1961, foreign currency budgets under section

lO~(a) of the act will be subject to the ~ppropriation process.
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such party actively participates in project activities. Recent

changes in FAS procedures require that the total of cooperator and

third-party contributions at least equal 50 percent of the FAScon

tribution unless special circumstances are involved which justify

a smaller percentage and that, beginning July 1, 1961, promotional

projects which have ~een in effect for 2 years or more be extended

only on the condition that the combined cooperator and third-party

contribution shall be at least equal to the FAS contribution. In

project agreements involving cotton, the contributions by the

United States and foreign trade organizations must be equivalent

to the FAS foreign currency contribution.

The BUdget and Finance Division, Management, FAS, maintains

accounts and records and issues fiscal reports showing the,status

of the foreign currency market development funds and programs.

The policies and procedures for financing and reporting mar

ket development programs previously covered by FAS Operations Memo

randum No.7, revised June 25, 1957, and supplement No.1, ,dated

February 4, 1957, as well as the policies and procedures governing

reimbursement in foreign currency for foreign travel of United

States cooperators' representatives previously prescribed in FAS

Operations Memorandum No. 17, revised February 14, 1958, are now

included in title 11 of the Foreign Agricultural Service Regula-

tions.

A ricultural and horticultural fair
under section 10 m of Public Law.

ation

Agricultural and horticultural fair participation abroad un

der section 104(m) (B) of Public Law 480 is the responsibility of
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the Department of Agriculture. The use of foreign currency under

this section is limited by the .act to the amounts specified from

time to time in appropriation acts. Foreign currency in the equiv

alent of $1,275,000 was appropriated in the Second Supplemental Ap

propriation Act, 1959 (73 Stat. 33), for financing United states

participation under section 104(m) in agricultural fairs in New
.

Delhi, India, and Rotterdam, Netherlands.

The agricultural and horticultural exhibit services at the

World Agricultural Fair, New Delhi, India, are handled by the De

partment of Commerce for the Department of Agriculture, under a

memorandum of agreement dated July 6, 1959, between the Office of

International Trade Fairs, Department of Commerce, and the Foreign

Agricultural Service, Department of Agriculture. Foreign currency

(Indian rupees) equivalent to $1,125,000 was transferred, pursuant

to section 601 of the Economy Act of June 30, 1932 (31 U.S.C. 686),

by the Department of Agriculture to· the Department of Commerce for

payment of the cost of agricultural and horticultural exhibits at

this fair under section 104(m). The Department of Agriculture

also transferred foreign currency in the equivalent of about

$100,000 to the Department of Commerce for a market development

project exhibit at this fair under section 104(a) of Public Law

480.

The Department of Agriculture participation in the Rotterdam

fair is to be handled through a contract with a United States co

operator. An official of FAS stated that the general procedures

for clearing and approving this project within FAS·will be the

same as those used for market development projects under section

104(a). 73



Nature and extent of internal audit by FAS

The Office of Internal Audit of FAS, an independent staff

unit which reports to the Administrator, was established by the Ad

ministrator of FAS by Operations Memorandum No. 9, amendment No. ~,

dated January 17, 1957. The memorandum defined the authority and

responsibility of the Office of Int~rnal Audit and the scope of

its work. The staff of the office, as of September 29, 1959, con-

sisted of two auditors and one secretary.

The objectives of the internal audit program are to ascertain

the adequacy of, and adherence to, FAS policies, procedures, and

controls and the accuracy and reliability of financial records and

reports on the administration of the programs and activities of

FAS. The FAS internal audit programs are designed to meet inter

nal audit requirements and objectives prescribed by the Budget and

Accounting Procedures Act of 1950 and the Department's policy

statement on internal audit issued by the Administrative Assistant

Secretary on April 26, 195~.

Staff auditors are authorized to examine all records and docu-
( .

ments of FAS and all aspects of program and service operations and

to audit the financial transactions, records, and program perform

ance of cooperating governmental and nongovernmental agencies.

This includes audits of United States trade associations and their

foreign counterparts and other governmental and nongovernmental

agencies to the extent of their participation in cooperative under

takings, for the purpose of ascertaining the degree of compliance

with terms of the contract or cooperative agreement. The Office

of Internal Audit serves in an advisory capacitY1 and the auditors



have no authority to make or order changes in procedures of opera

tions.

An audit program was established on October 31, 1958, showing

the objectives, the authority of the aUditors, the planned activi

ties, the scope of the internal and external audits, and other ac

tivities. The internal audits are audits of the activities of the

BUdget and Finance Division and other divisions of FAS in Washing

ton and the attache offices in foreign posts. The external audits

are audits of market development projects carried out under sec

tion l04(a) of Public Law 480. Special investigations are made as

requested by the Administrator or as deemed necessary.

Upon completion of an aUdit, the auditor discusses his find-

ings, observations, and ~ecommendations with appropriaterepresent~

atives of the divisions concerned. A formal report is submitted

to the Administrator, FAS, with copies to the Office of Budget and

Finance of the Department, appropriate assistant administrators of

FAS, and the division or office concerned. A copy is also sent to

the General Accounting Office. The division or office concerned

is required to advise the Administrator of the action it plans to

take on the matters reported.

The Office of Internal Audit, as of September 30, 1959, has

made six field audit reports, three interim audit reports, three

internal audit reports, and one investigative report. Most of

these reports were on Public Law 480 activities. The examinations

covered by the field audit reports were limited generally to ap

praising the adequacy of internal controls and determining the pro

priety of expenditures. Two of the interim audit reports covered
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reviews of market development expenditure vouchers in Washington,

and one of the internal audit rep9rts covered review of the rec

ords, and operations of the Budget and Finance Division. One inter

nal audit report covered review of travel vouchers of FAS employ-
I

ees, on a selective basis, to determine the adequacy 'of internal

controls. The investigation was made to determine the composition
J

of a trade association which had entered into a contract with FAs
and whether the person who signed the contract was the duly elected

president of the association.
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AGRICULTURAL RESEARCH SERVICE

activities
of Public Law 480

Foreign currencies accrued from title I sales of surplus agri~

cultural commodities are used for utilization and marketing re~

search programs in aid of market development in fOfsign countries

under section 104(a) of Public Law 480~ The Department of Agricul

ture obtains these currencies through allocation and apportionment

by the Bureau of the BUdget. /

Section 104(k), which was added by Public Law 85-477, approved

June 30, 1958 (72 Stat. 261), provided that no foreign currencies

shall be used for the purposes of 104(k) unless specific appropria

tions are made therefor. In the Supplemental Appropriation Act,

1959, $5.1 million was appropriated to the President to purchase

foreign currencies for use pursuant to section 104(k) •. Of this

amount, $3.9 million was allocated to the Department of Agriculture

for the purchase of foreign currencies for farm, forestry, and mar

keting research abroad.

Public Law 86-108, approved July 24, 1959 (73 Stat. 246),

amended section 104(k)of Public -Law 480 to provide that foreign

currencies shall be available for the purposes of that section (in

addition to funds otherwise made available for such purposes) only

in such amounts as may be specified from time to time in appropria

tion acts.

By Executive Order 10827 of June 25, 1959, the President dele

gated the responsibility for the use of foreign currencies under

section 104(k) to the National Science Foundation or such agency
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or agencies as the Director of the Bureau of the Budget, after ap

propriate consultation, may designate. ..

The Administrator of the Agricultural Research Service is re-. ,

sponsible for the use of foreign currencies made available to the

Department of Agriculture under section 104(a) for utilization and

marketing research in aid ,of market development in foreign coun- .

tries and under section 104(k) for the administration of farm, for~

estry, marketing, home economics, and utilization research on new

crops to replace acreage in surplus crops.

The foreign agricultural research program of the Department

of Agriculture under these sections cuts across the , functions of

the Forest Service, the Agricultural Marketing Service, and the Ag

ricultural Research Service. The research divisions of the Agri~

cultural Researbh Service, the Forest Service, and the Agricul

tural Marketing qervice provide technical review and analysis' of

research proposals and reports. The Foreign Research and Techni

cal Programs Division, Agricultural Research Service, coordinates

the research activities of the Department under Public Law 480.

A Policy and Program Development Board develops policy and re-
i

views and appraises the over-all program of foreign agricultural

research. The membership of the Board consists of the Director,

Foreign Research and Technical Programs Division, the Deputy Admin-.

istrator of Farm Research, the Deputy Administrator of Utilization

Research and Development, and the Deputy Executive-Assistant Admin-
,

istrator, AgricUltural Research Service; the ,Deputy Administrator,
'.'

Marketing Research, Agricultural Marketing Service; the Assistant
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Chief for Research, Forest Service; and the Deputy Administrator,

Foreign Agricultural Service.

~he Agricultur.al Research Service (ARS) develops and executes

grants and contracts in the research program, reviews andadminis

tratively approves paYments under grants. and contracts, and submits

the vouchers to United States Embassy fiscal officers for audit

and paYment.

Twenty-eight foreign utilization research agreements (grants)

amounting to $2.8 million had been executed, as of November 20,

195'9, under section 10lt(a). Seven foreign agricultural research

grants have been negotiated under section 10lt(k), but as of Novem

ber 20, 1959, only two of these·grants amounting to $56,000 had

been executed by the Agricultural Research Service~

In the foreign agricultural research program, the Foreign Ag

ricultural Service is responsible for matters pertaining to rela

tionships with foreign areas and for coordinating the relationship

in the field of the primary responsibilities of the Foreign Agri

cultural Service between the Department of Agriculture, the Depart

ment of State, other Government departments and agencies, and the

Food and Agriculture Organization of the United Nations.

Development of foreign agricultural research program

As a preliminary step in the development of research programs,

a team of one or more USDA scientists visits each country in which

some activity is contemplated. This team surveys the agricultural

research potential of the country, with particular reference to (1)

the availability of scientific manpower and facilities that could

be devoted to agricultural research, without disrupting internal
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research ·programs, and to (2) the interest of scientific institu

tions in participating in the United states program. It invites"

at this time, the submission of research proposals by these insti

tutions and also seeks to interest the institutions in proposals

emanating from the Department of Agriculture. Country programs

a~e cleared by the policy and Program Development Board and are

discussed with and approved by the United States Ambassador or the

Chief of Mission in the country involved.

Processing and review of research project proposal

Ideas for research may be suggested by research institutions

in foreign countries or may originate in research divisions of the

Department. If an institution suggests a research idea, it is re

quested to prepare a p;r,oject proposal for consideration by the De

partment. A research division of the Department which originates

a research idea must prepare a statement clearly defining the idea.

The statement may be sent to qualified institutions abroad for con

sideration and the submission of proposals if the research id~a is

acceptable to the institutions.

A proposal bya research institution for ·ar,esearrcn pr.o~<ect

is submitted to the F:o;r.eign Research and Technical Program Divi

sion, Agricultural Research Service, through the agri.c1Jl.ltural atta

che in the country i~VQlved and the Foreign Agricultural Service.

The· proposal is forwarded py this division to the research service

which has primary responsibility for th~ subject matter.

Proposals for farm research are sent .to the Deputy Administra

tor for Farm Research, ARS; proposals for utilization research, to

the Deputy Administrator for Utilization Research and Development,
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ARS; proposals for marketing research, to the Deputy Administrator,

Marketing Research, AMS; proposals for forestry research, to the

Assistant Chief for Research, Forest Service; and proposals for

home economics, to the Director, Institute of Home Economics,'ARS.

The research divisions of the Agricultural Research Service, .

the Agricultural Marketing Service, and the Forest Service provide

technical review and analysis of research proposals within the

areas for which they are responsible. Each service establishes

its own procedure for use in evaluating proposals,but the project

must (1) be of definite value to United States agriculture, (2) be

primarily of a basic and fundamental character, and (3) supplement

and/or complement activities being carried out in the Department

laboratories and involve projects that in general can be prose

cuted more effectively abroad than in the United States. Comments

and suggestions for modification or revision of a proposal are

transmitted, through channels, to the originator of the proposal

for his consideration. A modified proposal may'be submitted by

the institution, through the same channels, for further or final

consideration. When a proposal meets the research criteria, the

responsible research division prepares a line project and clears

it with other research agencies in the Department, through the Cen

tral Project Office which is responsible for coordinating research

work and preventing duplication of research undertaken by the De

partment in the United States.

The line project, in addition to stating the title of the re-

search, the name of the project leader and his institution, and

the objectives and plan of work, must 'also include a concise
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justification statement to indicate how the research is of inter

est to the agriculture of the ,United States. If the project is ap

proved, the service involved advises the Director, Foreign Re

search and Technical Programs Division, that negotiations for a

grant to cover the cost of the project may be undertaken.

The Director, Foreign Research and Technical Programs Divi

sion, arranges with the grantee to negotiate the final terms of

the grant. 'The negotiations involve (1) any changes in the plan

of work as recommended by the appropriate research division, (2)

length of the grant, (3) total costs of the grant, (4) how costs

will be distributed, and (5) methods of payment of grant ,funds.

Generally these negotiations are handled bya ;negatiating team of

representatives of the appropriate research services of the Depart

ment. The team leader is usually a representative of the Foreign

Research and Technical Programs Division.

If the negotiations are successful, the appropriate research

service requests the Foreign Research and Technical Programs Divi

sion to prepare a grant or contract document. The Director of

this Division submits the draft agreement to the Director, Adminis

trative Services Division, ARS, for approval. The Administrative

Services Division notifies the foreign institution of the awarding

of the grant and transmits the general provisions applicable to

foreign agricultural research grants with a letter requesting that

the grantee indicate its acceptance by signing in the space pro

vided therefor.

Oneration of grant

The Director of the regional foreign office of the Foreign Re

search and Technical Programs Division, ARS, maintains 'contact
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with a grantee to assure that the work is progressing in accord-"

ance with the, terms of an approved grant. The appropriate re

search divisions are responsible for the technical progress of a

grant and for supplying technical advice and assistance. Grantees

are required to make triannual progress reports, including finan

cial reports, a complete annual progress report of significant

findings, and the grantee's evaluation of the progress being made.

These reports are transmitted through channels to the appropriate

division for approval and/or comments.

Financing research activities

Foreign currency obligations under sections l04(a) and (k)

cover the cost of the contracts or grants made with the foreign re-
"

search institutions and a small amount for travel and expenses of

Department of Agriculture technical and supervisory personnel, sal

aries of foreign personnel in foreign regional offices, foreign al

lowances of United states personnel stationed abroad, and other ex

penses of foreign offices.

The salaries and expenses of the program director and his

staff located in Washington, D.C., the salaries of United states

personnel stationed abroad, and the salaries of·United states per

sonnel engaged in surveys, etc., in foreign countries are paid

from the regular appropriations of the Department of Agriculture

agencies concerned with the research.
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COMMODITY CREDIT CORPORATION AND
COMMODITY STABILIZATION SERVICE

Responsibilities under title I

The Commodity Credit Corporation is required to make its sur

plus price-supported agricultural commodities available for sale

to domestic exporters and to make funds available to finance the

sale and exportation of such commodities, whether from private

stocks or from its own stocks, under title I agreements. Its re-

sponsibilities under title I include the following:

1. Determining with respect to ecc inventory stocks of com
modities eligible for sale under title I, Public Law 480,
the types, kinds, and quantities of such stocks which may
be made avail~ble under title I.

2. Determining the types, kinds, and quantities of commodi
ties to be made available from CCC stocks for other pro
grams under Public Law 480.

3. Reviewing and clearing the terms and provisions of pro
posed purchase and transportation authorizations, prior to
issuance by FAS.

4. Formulating, directing, and coordinating sales policies
and procedures for sale of CCC commodities to exporters.

5. Developing policies and procedures governing the financing
of sales of surplus agricultural commodities for foreign
currencies. .

6. Maintaining accounting records and issuing reports to show
the status of title I programs financed by CCC.

7. Determining that the requirements of the Cargo Preference
Act (46 U.S~C. l24l(b)) are met, by parties and liner book-
ings covering shipments under title I programs. . .

8. Formulating and administering a comprehensive audit pro
gram covering all phases of CCC and CSS title I operations.

Organization

The management of CCC is vested in aBoard of Directors, sub

ject to the general supervision and direction of the Secretary of



Agriculture who is Chairman of the Board. Under CCC By-Laws, the

Under Secretary of Agriculture is president of the Corporation.

The activities of CCC under Public Law 480, except as otherwise

authorized by the Secretary of Agriculture or the Board of Direc

tors, are carried out through the facilities and personnel of CSS

in accordance with any assignment of functions and responsibili

ties made by the Secretary of Agriculture, the Administrator of

CSS, the President of CCC, the Executive Vice President of CCC, or

the Board of Directors. CSS uses the channels, facilities, and

arrangements of private trade and commerce.

Officials of CSS who are officers of CCC are as follows:

Position in CSS

Administrator
Associate Administrator
General Sales Manager
Deputy Administrator for

Production Adjustment
Deputy Administrator for

Operations
Deputy Administrator for

Price Support
Executive Assistant to the

Administrator
Director, Fiscal Division
Deputy Director (in charge of

finance), Fiscal Division
Deputy Director (in charge 'of

accounting), Fiscal Division

Officers of·CCC

Executive Vice President
Vice President
Vice President

Vice President

Vice President

Vice President

Secretary
Controller

Treasurer

Chief AccouNtant

The major organizational units of 'CSS used in carryin~ out

the functions and responsibilities of CCClinder title I are the

offices of the Administrator, the General Sales Manager, the Dep

uty Administrator for Price Support, and the Deputy Administrator

for Operations and the Internal Audit Division.
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The General Sales Manager represents the Administrator in de

veloping and determining policies to expand sales opportunities

for and sales of agricultural commodities owned by CCC. He is

primarily responsible for (1) directing and coordinating sales

policies and programs and (2) consulting and advising with, and re

porting to, the Board of Directors"CCC, through the Administrator

on policies, programs, and problems arising out of the expanded ef

fort directed toward the increased sales of surplus agricultural

commodities owned by CCC through domestic and foreign outlets.

The Deputy Administrator for Price Support has primary re

sponsibility for planning, developing, and administering the price

support, foreign supply, commodity disposal (except cee sales),

and such other programs as may be assigned. He supervises and di

rects the six commodity divis'ions (Cotton, Grain, Livestock and

Dairy, Oils and Peanut, Sugar, and Tobacco) and represents the Ad

ministrator, CSS, on the Secretary's Working Committee. He recom

mends the types, kinds, and quantities of price-supported commodi

ties which CSS believes should be eligible and available for Pub

lic Law ~80 programs.

The Deputy Administrator for Operations has primary responsi

bility for the supervision and direction of the seven commodity of~

fices and the service and management divisions (Administrative

Services, Personnel Management,Budget, Information, Fiscal, and

Transportation and Storage Services) of CSS.

The Director, Fiscal Division, is responsible for financial

activities relating to title I and the maintenance of necessary ac

counting records.
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The Director, Transportation and Storage Services Division,

approves ocea~ vessels (United States-flag vessels and foreign

flag vessels) for shipment of title I commodities, and it is his

duty to see that such shipments do not violate the Cargo Prefer

enceAct (~6U.S.C. 12~1(b)).

The Internal Audit Division formulates and administers a com

. prehensive audit program covering all operations of CCC and CSS,

including ti~le I activities. The Divisionis an independent

staff unit which reports to the Administrator, CSS.

Field activities of CCC under title I are performed through

the CSS commodity offices located in Evanston, Cincinnati, Dallas,

Kansas City, Minneapolis, New Orleans, and Portland.

Policies and procedures

Policies and procedures governing the financing of commercial

sales of surplus agricultural commodities for foreign currencies

are set forth in (1) regulations prescribed by the Secretary of

Agriculture (7 CFR, 1957 supp., 11.1-11.16), (2) cce Docket eZ-206,

approved November 16, 195~, as amended, and (3) ess Instruction

No. 733-2 of February 17, 1955, as amended.

The Commodity Stabilization Service, on behalf of ece, de

velops, coordinates, and administers programs for disposing of sur

plUS agricultural commodities for foreign currencies and for fi

nancing the exportation of such commodities under title I. The

policies and procedures used by ess are as follows:
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Deputy Administrator for Price Support
recommends commodities for programing

CSS commodity divisions prepare for the Deputy Administrator

for Price Support each year a listing of surplus agricultural com

modities available for programing under title I. The listing

covers CCCcommodities available for title I program use and free

market stocks of commodities and products that are surplus. The

listing indicates the availability by varieties, grade, or class

and any quantitative limitations that may apply. The Deputy Ad

ministrator for Price Support reviews the listing and supporting

data and confers with various CSS officials, including the General

Sales Manager, to arriv~ at CSS's position on the commodities and

quantities to be recommended. The sale of commodities for dollars

has top priority among the various commodity disposal programs,

and the General Sales Manager will not recommend any sales or dis

posal policy or program which, in his opinion, will adversely af

fect dollar sales expansion.

As the representative of the Administrator on the Working Com

mittee, the Deputy Administrator for price support recommends the

types, kinds, and quantities of price-support commodities eligible

and available for Public Law 480 programs. Recommendations are

made to the Working Committee on an informal basis. Data on each

commodity are distributed to the members. Actions taken by the

Committee are recorded in the minutes of the meeting.

The status of commodities eligible for programing under

title I is reviewed quarterly by CSS commodity divisions, and any

suggested changes are recommended to the Deputy Administrator for



Price Support. In addition, the status of individual commodities

is reviewed as the need arises. This requires the commodity divi

sions to be fully informed regarding the relationship of available

commodity supplies to'known or anticipated domestic and export de

mands and their effects upon price-support levels and programs.

The Deputy Administrator for Price Support or his assistant

attends all meetings,' of the Working Committee. He is accompanied

by CSS commodity division directors when the agenda of the meeting

indicates that it is advisable for them to be present. The Gen

eral Sales Manager or his deputy also attends the meetings to rep

resent CSS on free dollar and credit sales. As dollar market

sales develop, the office of the General Sales Manager initiates

recommendations through the Deputy Administrator for Price Support

to remove commodities from the title I eligible list.

CSS reviews purchase authorizations prior to issuance

After the government-to-government sales agreement has been

signed, the importing country applies to FAS for authorizations to

purchase the commodity and to procure ocean transportation. If

the cost of ocean transportation is included in the commodity unit

co~t, FAS issues one authorization; if ocean transportation is not

included, FAS issues one authorization for the purchase of the com

modity and one for the ocean transportation. Preparation, issu

ance, and distribution of authorizations to purchase are the

primary responsibility of FAS, but drafts of the authorizations

are submitted to CSS for review and clearance prior to issuance to

the importing country. Each proposed authorization is reviewed in

CSS by the Commodity, Fiscal, and Transportation and Storage
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Services Divisions and by the offices of the General Sales Manager

and the Deputy Administrator for Price Support.

The commodity division having jurisdiction over the commodity

reviews each authorization for adequacy of the provisions with

respect to:

1. Quantity and class, grade, and/or quality of the commodity.

2. Shipping terms and delivery period.

3. Export sales price and quality 'of the commodity exported.

4. Purchase of the commodity or its equivalent from CCC
stocks.

5. The sale of consignment stocks.

6. Additional or substitute documentation required for reim
bursement. (Special certificates relating to the com
modityare required to assure that suppliers have complied
with program requirements.)

Questions with respect to provisions in the authorization that

cannot be resolved by the commodity divisions are referred to the

Deputy Administrator for Price Support for appropriate action.

The Fiscal Division reviews each authorization for adequacy

of the provisions with respect to:

1. Method of financing.

2. Deposit of foreign currency by the importing country and
adjustment refunds or credits to the importer.

3. Notification to CCC of proceeds of insurance payable to
the importer in dollars where such insurance will be fi-
nanced by CCC. .

4. Additional or substitute documentation required for reim
bursement.

5. CSS division or commodity office that will administer the
financial operations on behalf ofCCC.

The Transportation and Storage Services Division reviews each

authorization to see that the language is adequate. with respect to:
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1. The quantity of commodity required to be shipped on pri
vately owned United States-flag commercial vessels.

. I

2. The extent 'to which ocean transportation is to be financed
by CCC e'1ther as a part of the commodity unit prices or

,separately.

3. The terms of sale; i.e., c.and f., c.i.f., f.o.b., or
f~a.s.

4. The shipping period, to determine whether movement can be
accomplished during ·the allotted time. ,

The General Sales Manager's office reviews each authorization

to see that the terms and conditions regarding the commodity are

proper and that the terminology is clear and would be understood

by people in the trade.

After the authorization is reviewed by the appropriate di

visions in CSS, it is submitted to the Deputy Administrator for

Price Support for his review and clearance. His review is to de

termine that the quantity is not out of line with what was ap

proved,by the Working Committee and that it generally conforms to

the policy ofCSS regarding the particular commodity. FAS is

notified when CSS has completed its review of the authorization.

Approval is indicated by each activity signing the original clear-

ance sheet.

CCC is required to finance the sale of those commodities

named in authorizations issued by the Administrator, FAS, and

cleared with the Vice President, CCC, who is the Deputy Administra

tor for Price Support, CSS.

The review and clearance of authorizations and the prepara

tion and issuance of sales announcements are covered in CSS In-

struction No. 733-2,. dated February 13, 1955, and CCC policy

Docket CZ-206, revision 1.
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Price review

Effective July 6, 1959, the office of the General Sales Man

ager was assigned responsibility for developing policies appli

cable to price review under title I. The commodity divisions in

Washington, working with the office of the General Sales Manager,

are responsible for developing procedures and instructions within

the established price review policy.

The ess commodity office in the field, which handles a sale,

reviews the supplier's sales price to determine that it does not

exceed the pr~vailing range of export market prices. The com

modity office also determines that the quality of the commodity

exported conforms to that specified in the purchase authorization

and that the agent named in the documents is a bona fide estab

lished commercial or selling agent employed by the supplier.
\,

Basic instructions to be followed by ess commodity offices in

establishing sales prices for eee-owned commodities are contained

in eee eommodity Pricing Handbook 51-Fl.

Methods of financing sales under title I

The method of financing to be used is designated by the im

porting country and is specified in the purchase authorization.

The methods of financing are (1) letter of commitment to banking

ins~itutions and (2) reimbursement to importing countries.
, .

Under

the first method eee deals with a designated United States banking

institution and under the second method, with the importing

country or its assignee. eee reimburses the·banking institutions

or the importing countries upon receipt ofdocuinents specified in

the regulations and purchase authorizations. Most title I sales
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are financed by the letter of commitment method; only a few
(

countries have used the reimbursement. method.

The methods' of financing title I sales are provided for in

the regulations (7 CFR; 1957 supp., 11.7) issued by the Secretary

of Agriculture.

The Fiscal Division, CSS, is responsible for carrying out CCC

financing operations .under policies. (Docket CZ-206) approved by

the Board of Directors, CCC, and regulations (7CFR, 1957 supp., 11)

issued by the Secretary of Agriculture.

The two methods of financing are outlined in greater detail

below.

CCC issues letters of commitment
to United States banks

If the importing country selects the letter of commitment

method of financing, it submits an application (CCC form 327) to

the Controller, CCC, for issuance of a letter of commitment to a

designated bank. The banks in the United States and the imp~rting

country that wiil participate in the transactions are designated

in the application. A separate application is submitted for each

United States banking institution that is designated to issue or

confirm letters of credit on behalf of a designated bank in the im

porting country or to issue advices of letters of credit estab

lished by the importer in favor of the supplier. Any banking in

stitution organized under the laws of the United States, any State,

or the District of Columbia may be designated by the importing

country to receive letters of commitment, subject to acceptance by

CCC.
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Letters of commitment are issued to the United states banking

institution designated in the application, by the Fiscal Division,

CSS, over the signature of the Controller, CCC, or his designee.

The original and a copy of the letter of commitment are sent to

the United States banking institution and, if acceptable, the copy

is signed by the bank and returned to cec. After acceptance by

the bank, CCC forwards a copy of the letter of commitment to the

Embassy of the importing country in Washington. The letter of com-
.

mitment names the foreign bank, the United States banking institu-

tion, the Federal Reserve bank to which drafts are to be presented

by the banking institution to obtain reimbursement of amounts paid

under letters of credit, and the CSS office that will administer

the financing operation on behalf of CCC •. It obligates CCC to re

imburse the United States banking institution for payments made

under letters of credit for the account of the foreign bank in

connection with export sales under the purchase authorization.

One or more letters of commitment may be issued under an authoriza

tion.

The Fiscal Division, CSS, maintains control of the letters of

~ommitment for the purpose of determining that the aggregate

amount does not, exceed" the amount shown on the purchase authoriza

tion. It prepares a semiannual report of letters of commitment

issued by ecc which shows each bank,am6unt, andc6untryinvolved~

Copies of the report are sent for informational purposes to\,the
J

banks listed in the report.

Procedures applicable to the issuance ,of letters of commitment

to banking institutions are covered in 7 CFR, 1957 supp.; 11.8.



Reimbursement under letters of commitment

The impo~ting country subauthorizes an importer to make

arrangements with a'United States exporter for purchase and de

livery of the agricultural commodities involved. The importer con

tracts with the exporter and applies 'to the foreign bank for let

ters of credit in favor of the exporter. These letters of credit

are on either a sight-draft basis or a time-draft basis and are

paid through the United States banking institution which holds the
i

eee letter of commitment.

The exporter obtains the agricultural commodities from eee

stock, generally through the paYment-in-kind programs, or pri

vately owned stock and makes the necessary shipping arrangements.

After the commodities have been shipped, the exporter presents

drafts, together with documents required by the importer and eee,

to the United States banking institution named in the letters of

credit. If the documents are in order, the bank honors the drafts

by paying the exporter.

The United States banking institution forwards its drafts on

eee, together with supporting documents, to the Federal Reserve

bank and obtains reimbursement for the amount paid to the exporter.

The Federal Reserve bank forwards these documents to the ess of

fice named in the letter of commitment. The importer's documents

are sent directly to the foreign bank, referred to in the Regula

tions as the Approved Applicant. The Approved Applicant is re

quired under the Regulations to deposit foreign currencies equiva

lent to the dollar amount of transactions financed by eee, but not
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including any ocean freight differential. Deposits are made to

the account of the United states disbursing officer located in the

foreign country.

The cost of·ocean transportation may be included as part of

the commodity unit cost or' financed separately. If it is financed

separately, payments for the shippi~g cost are not made under the

letter of commitment. In such case, documents evidencing shipment

are submitted by the importing country or by the bank holding an

assignment, depending upon the arrangements, directly to the Fis

cal Division, ess, in Washington for reimbursement. Procedures on

ocean transportation financed separately are discussed on pages 100

to 102.

Procedures covering payments to banking institutions by eee,

and documents required to be SUbIIli tted\, are found in 7 eFR, 1957

supp., 11.8 and 11.9, and part 4 of ess Fiscal Handbooks 8 and 32.

The procedures for examination of documents under title I, Public·

Law 480, are covered in ess Fiscal Handbook 38.
,

Reimbursement to importing countries
i

If transactions are financed under the reimbursement method,

the importing country submits the documents to the es~ commodity

office named in the purchase authorization. The importing coun

try's request for reimbursement must be submitted to eee not later

than 210 days after expiration of the delivery period specified in

the applicable authorization.

The documents are examined by the commodity office and, if

found to be in order, payment is made to the importing country

with a request that the equivalent in foreign currency be de

posited to the account of the United States disbursing officer.

96



The importing country may assign the right to receive reimburse

ments to any bank, trust company, or other financing institution

in the United states.

Procedures covering reimbursement to importing countries by

CCC and examination of documents are 'set forth in 7 CFR, 1957

supp., 11.7(b) and 11.9, and CSS Fiscal Handbook 38.

Control of foreign currency deposits

Upon receipt (from the United states banking institution) of

the documents required under importer's letter of credit, the

foreign bank deposits the required amount of foreign currency to

the account of the United States Government. The deposit is taken

up by the local United States disbursing officer in his account

current. The Treasury Department forwards to the Fiscal Division,

CSS, a copy of the account current, together with supporting docu

ments or an adding machine tape which shows the purchase authoriza

tion number, amount of foreign currency, and the dollar equivalent

for each transaction.

CSS reviews and analyzes the deposits and compares them with

the amount disbursed by CCC for each authorization. If the com~

parison indicates a deficiency in deposits, CSS.takes into consid

eration the lag time for receipt of documents, the country in

volved,. and other known factors before deciding whether FAS should

be requested to bring the matter to the attention of the importing

country.

Conferences are held between CSS and FAS to .. consider deficien

cies in deposits and to keep FAS currently informed regarding the

status of foreign currency accounts. In these conferences

97



decision is made as to whether FAS will bring a deficiency to the

attention of the importing countr.y with a request that it be cor

rected.

ess prepares a monthly report which is sent to FAS showing,

in summary, the country, amount of foreign currency required to be

deposited (in dollar equivalent), and amount of foreign currency

deposited (in dollar equivalent). The report is cumulative from

the beginning of the title I program.

eee approves ocean transportation
and pays freight differential

Requests for vessel approvals for shipments of all commodi

ties except cotton are submitted to the Director, Transportation

,and Storage Services Division, esse Requests for vessel approvals

for shipments of cotton are submitted to the Director, ess Com

modity Office, New Orleans, Louisiana. More than one request for

vessel approval may be submitted under a single purchase authoriza

tion.The importing country or its authorized representative sub

mits the request for vessel approval on eee Form 105, "Ocean Ship

ment Data--Title I, Public Law 480." In many cases the pertinent

shipping information is furnished by telephone and tentative

vessel approval is obtained. This telephonic approval must be fol

lowed up by the submission of eee form 105.

Before final approval is given, determination is made that

(1) the shipment is in accordance with the terms and provisions of

the purchase authorization, (2) the vessel is the 'proper type to

transport the commodity b~ing shipped, (3)" the shipping rates are,.

reasonable, and (4) the shipment complies with the' requirements of
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the Cargo Pre~erence Act (46 U.S.C. 1241 (b)). I~ these require-

mentsare ~et, the'Division advises the exporter of the approval,

us ing CCC Form 106" "Advice of Vessel Approva'l."

Purchase authorizations require that at least 50 percent of

the commodity be shipped on United States-flag commercial vessels

i~ such vessels are available at ~air and reasonable rates. The

Transportation and Storage Services Division, CSS, determines the

amount of the ocean freight differential that CCC will pay. The

differential is the amount by which the cost of shipping the com-
\

modity on a United States-flag commercial vessel exceeds the cost

that would be incurred in shipping the commodity on a similar type

of foreign-flag vessel. Form 106, which is the exporters' au

thority to ship the commodity on the named vessel in accordance·

with the terms o~ the purchase authorization, shows the amount o~

freight differential that.CCC will pay. Under letter of commit

ment financing, the exporter submits approved form 106 and other

required documents to the bank holding the letter of commitment.

Under the reimbursement method of financing, the form 106 is sub

mitted to CCC by the importing country or the assignee bank.

Records are maintained, by purchase authorization, for use in

enforcing the Cargo Preference Act. They consist of lists showing

the name of each vessel approved, the ~lag of the vessel, the

freight rate and any differentiai, loading range, destination, lay

day, accumulative total of tonnage approved on the purchase author

ization, and tonnage approved for each vessel by category (tramp,

liner, tanker).
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A quarterly report which shows the participation of privately

owned and Government-owned United States-flag vessels and foreign

flag'vessels in cargo shipped under title I is sentb~'the Depart

I!l~nt of Ag~i_c':l~_~~:r~__ to the Unit~d State~_Maritime Administration.

The procedures governing the approval of vessels for shipment

of commodities under title·I are co\!'ered in the regulations issued

by the Secretary of Agriculture C7eFR, 1957 supp., 11.12).

Financing ocean transportation separately
from the commodity cost

If the ocean transportation is financed separately from the

commodity cost, FAS issues a separate authorization (FAS Form

~80A--Ocean Transportation) to the importing country, and eee does

not issue a letter of commitment. The importing country usually

assigns the authorization to the United states bank that is han

dling the financing of the commodities to be shipped.

The importing country or an authorized representative ar

ranges for the ocean transportation and pays the carrier through

the bank. eee reimburses the bank for the amount paid for ocean

transportation upon submission of documents specified in the regu

lation. The following documents are required:

1. Signed original of supplier's certificate, with invoice
and-contract abstract on the reverse side of eee form 329
executed by the carrier, covering the dollar cost of ocean
transportation.

2. One copy of carrier's detailed invoice marked "paid."

3. Signed original of eee Form 106, "Advice of Vessel Ap
proval."

4. One copy of the charter party or liner booking contract.

5. One nonnegotiable copy of on-board opean bill of lading.
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6. Such additional or substitute documentation, if any, as
may be ~equired by the purchase authorization.

The Fiscal Division, CSS, examines the documents for compli

ance with applicable regulations and purchase authorization and,

if found to be in order, prepares a voucher for paYment to the

bank. The voucher is approved by the certifying officer and a

check is drawn by the Fiscal Division, CSS, and signed by the As

sistant Treasurer, CCC, who is also Chief of the Financing Opera

tions Branch, Fiscal Division, CSS. A copy of the invoice is sent

with the check to the bank by covering letter signed by the Assist

ant Treasurer, CCC. The covering letter asks the bank to airmail

to its foreign bank information as to the dollar amount of local

currency to be deposited, the date of CCC's disbursement, and the

applicable purchase authorization number and to request that the

local currency eqUivalent be deposited immediately in accordance

with provisions of the authorization. CSS sends two copies of the

covering letter and invoice to the importing country's Embas~y or

Mission in WashingtDn.

After notification is received, the foreign bank deposits

with the United States disbursing officer the local currency equiv~

alent to the dollar amount, at the exchange rate specified in the

purchase authorization.

The Fiscal Division, CSS, prepares a monthly report of

title I transactions which contains the following information:

1. Country and commodity

2. Purchase authorization number

3. Invoices (foreign currency required)
a. Quantity
b. Value
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4. Ocean transportation (foreign currency required)

5. Freight differential (foreign currency not required)

The report is transmitted to the Office of Business Economics,

Department of Commerce, over the signature of the Chief Accountant,

CCC, who is Deputy Director, Fiscal Division, CSS.

The procedures to be followed and actions to be taken by the

Fiscal Division, CSS, in examining documents submitted in connec

tion with financing by CCC of ocean transportation pursuant to

regulations (7 CFR, 1957 supp., 11.9(b)) pUblished under title I,

Public Law 480, are prescribed in CSS Fiscal Handbook 38, part 7.

Reports

The General Sales Manager is required to report monthly, to

the Speaker of the House of Representatives and to the appropriate

committees of the House and Senate, the policies, activities, and

developments, including all sales and disposals, with r~gard to

each commodity which CCC owns or which it is directed to support.

The first report, sent to Congress in June 1958, covered activi-'

ties for April 1958. The report sets forth the four major pro

grams under·which CCC sells or disposes of. its commodities. One

of·these programs is the sale ·for foreign currencies under title I

of Public Law 480; Tables in the report show the disposition of

CCC commodities by type of program from July 1, 1957, through

March 31, 1958. The report lists the commodities eligible for fi

nancing under title I for April 1958 and the sales policy for each

CCC commodity.

The commodity offices in the field and the Washington com

modity divisions are apprised currently of export sales made by



· CSS. A teletype report on daily sales by commodities is sent to

all field offices and is distributed to various officials and di

"is ions in the Wash'ington office. The repor~ shows the exporter,

commodity,quantity, class and grade, price, delivery period, ship

ping cost, and destination. The report covers all export sales"

including title I sales.

Nature and extent of internal audit by CSS

The Internal Audit DiVision, CSS, operates under'" the Depart

ment of Agriculture's internal audit policy issued in April 1954.

The statement on internal audit accompanying the policy directive

defined, among other things, the objectives and scope of work as

signed to the internal audit staff.

The objectives of internal auditing are to assist management

in achieving an effective, efficient, and economical administration

of the agency's operations. The audit includes reviewing the

agency's financial affairs; testing the adequacy of management con

trols established to prevent the dissipation of the resources of

the agency; appraising existing agency contr~ls, procedures, and

instructions; ascertaining whether each organizational unit is ,

ca;r:-rying out the plans, policies, and procedures for which' it is

responsible; and making recommendations to strengthen effective

ness and to increase efficiency of operations.

The work assigned to the CSS ip.ternal audit staff includes:

1. Reviewing and appraising the policies, plans, procedures,
and record~ of CSS and CCQ.

2. Ascertaining the extent of compliance with l~ws, regula
tions, policies, plans, and procedures.
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3. Ascertaining whether assets are properly accounted for and
safeguarded from loss.

4-. Ascertaining the d'egree of reliability of accolinting and
supporting statisti~al data developed within CSS.

5. Observing inefficiency and waste.

The Internal Audit Division, CSS, has audited title I activi

ties from inception of the program. An audit program is prepared

prior to the initiation of each audit based upon coverage of the

la~t audit and any changes in policies, procedures, and regula

tions since the date of last audit. The audit includes a review

and an appraisal of the act, policies, procedures, regulations,

and ,operations to 'determine whether they are being carried out in

an efficient and economical manner.

Audits of title I activities are conducted on a continuous

basis in the Washington office, and reports are prepared at peri

odic intervals. At the commodity office level, the audit program

is not limited to operations under title I but covers all opera

tions of the commodity office.

Copies of audit reports are sUbmitted, for information and

action, to the CSS commodity office concerned and to the inter

ested divisions and offices in Washington. Copies are also sent

to the General Accounting Office. Reports covering the Washington

office are not sent to the commodity offices. A follow-up is made "

to determine that action is taken on recommendations in the report.

Copies of audit reports are not sent to the CSS Administrator.

Instead, the Director of the Internal Audit Division furnishes him

a monthly report covering significant audit findings. In addition,

the Director meets with the CSS Administrator each month to

104



discuss various phases of the auditing activities. The Director

also meets;with the eee Board of Directors annually to discuss

various phases of the auditing activities.

The internal audit policy, procedures, and clearance of audit

·reports are covered in ess Audit Handbook 1.
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TITLE III

Title III of Public Law 480 covers barter activities and au

thorizes the use of any farm commodity owned or controlled by CCC

to relieve distress in the United States in certain distress

areas and major disasters. It also covers donations of CCC-owned

food commodities for use in nonprofit school-lunch programs and

in the assistance of needy persons in the United States and for

distribution to needy persons outside the United States by non

profit voluntary agencies and intergovernmental organizations.

ORGANIZATION USED IN ADMINISTERING TITLE III

The Secretary of Agriculture administers title III through

the regular organization of the Department of Agriculture, the

Working Committee within the Department, the USDA Disaster Commit

tees, and the Interagency Staff Committee on Agricultura~ Surplus

Disposal (ISe). Supplemental units established for special func

tions under title III include the Supplemental Stockpile Advisory

Committee on Barter and the Additionality Committee. The Barter

and Stockpiling Division, CSS, and the Barter Unit of the Fiscal

Division, CSS, both established in the regular organization of

the Department subsequent to the enactment of Public Law 480, per

form the principal operations of the barter program.

The Secretary utilizes the facilities, services, and experi

E3nce of the International Cooperation Administration in the devel

opment, review, and approval of programs for donations of CCC

owned ·food commodities to nonprofit voluntary agencies and inter

governmental organizations for use in the assistance of needy
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persons outside the United states. The General Services Adminis

tration furnishes technical advice and stores materials acquired

by eee through barter.

Staff assistants review policies, programs, and other mat

ters related to title III operations Which require approval by

the Secretary. The Office of General Counsel reviews and advises

as to the form and legal SUfficiency of proposed policies,. pro

grams, procedures, and contracts. The Office of Budgetand.Fi-

. nance is responsible for staff office guidance in the budgetary

field. It also provides staff guidance in the development and re

vie~ of internal audit ,activities, including the development of

internal audit policies, standards, and procedures.

Commodity Credit Corporation

The Board of Directors, CCC, establishes policies, programs,

and procedures under title III and delineates the responsibili

ties of its officers. Actions by the Board are subject to the ap

proval of the Secretary of Agriculture. The principal officers

of CCC are key officials of CSS which conduct the activities of

the corporation (See p. 8,.)

Commodity Stabilization Service

The Administrator of CSS has general supervision of programs

assigned, to CSS which include all title III programs except food

donations under section 302 of Public Law 480. As Executive Vice

President of eec, he is responsible for. corporate contract matters

and fo~ recommending policies and procedures to the Board of Di-
'.

rectors. As Administrator, CSS, he is respo~sible for carrying
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outdi-sposal programs in conformity with policies and" procedures

prescribed by the Board of Directors.

Agricultural Marketing Service

The Administrator, AMS, directs and coordinates title III

~rograms for the distribution of food commodities and products

thereof in the United States and abroad.
i

Advisory committees and new organizational units

The composition, responsibilities, and procedures of the

Working Committee and ISC are set forth on pages 49 to 53, and the

Disaster Committees are described on pages 117 to 119. The other
. ~

supplemental units are concerned primarily with barter and are

"therefore discussed in the section of the compilation which re

lates to barter and exchange under section 303. (See pp. 151 to

155. )

POLICIES AND PROCEDURES

CCC, through its officers acting in their corporate capacity

pr as officials of the CSS, has formulated" policies and procedure?

for making its owned or controlled agricultural commodities and

products thereof available for the several uses provided under "til':'

tle III. The Board of Directors has acted upon recommendations

of its officers by passing dockets, resolutions, instructions,

and procedures. The approved dockets, resolutions, instructions,

and procedures delineate the responsibilities of the officers of

ecc and of the operating officials of CSS for formulating and ca~-

"Tying out various disposal programs by the agencies of CSS in col

laboration with other agencies of the USDA, other F.ederal and
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state agencies, and representatives of foreign governments and

United states private industry.

Among the basic polici statement~ initiated by CCC Board ac

tion governing disposal programs under title III are (a) Docket

CZ-200 and its several amendments and revisions outlining the pol~

icy for disposal of commodities under CCCprograms and the prices

to be charged on sales by CCC, (b) Docket CZ-2l" extendin~ au

thority to exchange commodities acquired under CCC price~support

programs for materials required by the Atomic Energy Commission

and the Department of Defense, (c) Docket XCM-19,b, and its amend

ments authorizing the donation of designated feed grains to Indian

tribes designated by the Bureau of Indian Affairs under section

302, (d) Resolution WCM-19,b, and its amendments, authorizing the

donation of designated feed grains to State agencies under sec

tion 301, (e) Docket ZCM-19,a, and its amendments, for assistance,

under section 301 in major disaster areas, (f) Emergency Feed Pro~

gram Regulations issued July 23, 19,8, :pursuant to Docket ZCM

19,a by Acting Executive' Vice President, CCC, (g) regulations is

~ued by the Acting Executive Vice President, CCC, with concur

rence of the Secretary of Agriculture, under date of December 16,

19", pursuant to Docket WCM-19,b, (h) Docket CZ-16la, and its re~

visions, stating policies for handling certain claims by or

. against CCC, and (i) Docket CZ-224, approved November 14, 19,8,

stating the CCC barte~policy.

The Secretary or the Acting Secretary of Agriculture ap

proved each. of the ,dockets and resolutions .pa'ssedby, the Board eff.'
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Directors, CCC. In addition, the Acting Secretary issued on Sep

tember 22, 1954, a. statement of policy regarding disposal of com

modities under section 416 of the Agricultural Act of 1949, as

amended. (See 6 CFR 501.) On October 13, 1958, the Acting Secre

tary prescribed general regulations and policies, effective Janu

ary 1, 1959, governing domestic donations under various provi

sions of law, including section 416 of the Agricultural Act of

1949, as amended.
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SECTION 301 OF "PUBLIC LAW 480

Section 301 of Public Law 480 amended section 407 of the

Agricultural Act of 1949 (7 u.s.c. 1427) to make any farm commod

ity or product thereof owned or controlled by CCC available on

such terms and c·ondltions as the Secretary of Agriculture may

deem in the public interest, for use in relieving distress (1) in

any· area in the United States declared by the President tq be an .

.acute distress area because of unemployment or other economic

cause if the President finds that such use will not displace or

interfere with normal marketing of agricultural commodities and

(2) in connection with any major disaster determined by the Pres-,

ident to warrant assistance by the Federal Government under Pub

lic Law 875, Eighty-first Congress, as amended (42 U.S.C. 1855).

Except on a reimbursable basis, the Corporation may not bear any

costs in connection with making such commodity available beyond :

the cost of the commodity to the Corporation in store an~ the ha:q

dling and transportation costs in making delivery of the commod

ity to designated agencies at one or more central locations· in

each State •.
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and oats under the program established pursuant to this declara

tion.

The procedure and conditions for providing feed to be made

available by CCC under section 301 of Public Law 480 for Indian-

owned subsistence livestock in acute distress areas were agreed

upon by the Acting Secretary of Agriculture and the Secretary of

the Interior in a memorandum of understanding dated December 24,

1958.

Major disasters

The President delegated to the Federal Civil Defense Adminis

trator (now the Director of the Office of Civil and Defense Mobi

lization) authority to coordinate plans and preparations of Fed

eral agencies in anticipation of providing assistance under Pub

lic Law 875 in the event of a major disaster, to receive and con

sider requests for such assistance together with reports and rec

ommendations for the area affected, and to make recommendations

as to action by the President. (See Executive Order 10427 of Jan

uary 16, 1953, and Executive Order 10737 of October 29, 1957.)

Secretary 6fAgriculture processes requests
of Governors for Federal assistance

The Federal Civil Defense Administrator delegated to the Sec

retary of Agriculture, effective February 13, 1958, the authority

to process requests from Governors for Federal assistance and the

declaration of a "major disaster" under Public Law 875 which are

confined solely to. requests for agricultural assistance. (See 23

F.R. 953.) The delegation requires the Secretary to submit the
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request of a Governor and the Secretary's recommendation to the

Federal Civil Defense Administrator, for transmittal to the Presi

dent. It authorizes the Secretary to prescribe geographic bound

aries in areas declared to be major disaster areas by thePresi

dent for the purpose of performing functions which relate solely

to agricultural disaster assistance.

A reqriest for declaration by the President of a disaster

area or areas must originate with the Governor of the State con-

cerned and must be directed to the President. Such requests are
. "

referred by the White House through t~~ Director, Office of Civil

and Defense Mobilization (OCDM), to the Secretary of Agriculture

for consideration and recommendation. The Secretary refers the re

quests to the USDA Disaster Committee for its recommendation, in

cluding a recommendation of the program under which assistance ,

will be furnished by CCC. The Disaster Livestock Feed Staff, CSS,

assembles for the ,Committee the information ,and recommendations

submitted by the USDA Disaster Committee for the State concerned,

gets reports from its own field representatives, and obtains in

formation from the CSS commodity division concerned as to the

availability and location of approved commodities. The Secretary

forwards his recommendation to the Director, OCDM, for transmit

tal to the President.

When a major disaster area is declared by the President, the

Secretary of Agriculture is authorized to designate the specific

counties or parts thereof within the State in which assistance

may be made available. In designating the coUnties, the
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Secretary takes into consideration the information and recommen-

dation submitted by the State USDA Disaster Committee, based on

information supplied by county disaster committees. The USDA Dis-

aster Committee's recommendation to the Secretary specifies the

counties or portions thereof considered to be eligibl~ for assist-
'-

ance under the program, the period during which assistance will

be available, and the final date for filing applications.

Three disaster relief programs
established by CCC

Three emergency livestock feed programs have been authorized

by the Board of Directors, CCC, under terms and conditions ap

proved by the Secretary of Agriculture, for relieving distress in

major disasters determined by the President, pursuant to Public

Law 875, to warrant assistance by the Federal Government. These

programs are (1) the Emergency Feed Program,. (2) the Disaster Re

lief Feed Grain Program, and (3) the Disaster Relief Feed Grain

Program for Indian Tribes. ,The programs provide aid to livestock

producers by making available certain designated CCC-owned feed

grains and mixed feed grains. Depending on the terms and condi

tions of the program, the feed grains are donated or made avail~

ab1e to eligible recipients at reduced prices .

. Delineation of responsibilities under
emergency livestock feed programs

The Secretary of Agriculture issued a memorandum on March 29,

1957, to the Administrators of the Farmers Home Administration

and the Commodity Stabilization Service in which he delineated
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the responsibilities of officials in connection with the emer

gency livestock feed programs as follows:

"The administrative regulations of the Department have
been modified to transfer from "the Farmers Home Adminis
tration to the Commodity Stabilization Service those
functions in connection with the Emergency Livestock
Feed Programs heretofore assigned to the Farmers Home Ad
ministration.

"There is still reserved"to the Secretary the approval
of:

1. The terms of emergency programs.

2. Recommendations to thePresidentl regarding the
designation of States under Public Law 875, 8lst
Congress.

/

3. The designation of areas within designated
States.

4. The execution of cooperative agreements with the
Governors with respect to such programs.

"Subject to the foregoing, the Director of Agricultural
Credit Services will be responsible:

1. For policy administration of all phases of emer
gency feed programs.

2. For final formulation and submission of recommen
dations to the Secretary.

3. For communications with the Administrator of the
Federal Civil Defense Administration and the
White House on matters pertaining to agricul
tural disasters and assistance programs relating
to Public Law 875.

"He will serve as Chairman of the U.S.D.A. Disaster Com-"
mittee.

"In accordance with the amended administrative regula
tions and the above provisions, i~ will be the respon
sibility of the Commodity Stabilization Service:

1. To formulate and recommend emergency livestock
feed programs for the relief of agriculture from
the effects of any major disaster.
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2. Is'sue appropriate rules, regulations, and prooe
.dures to be followed in the assembling of data,
and the formulation and administration of emer
gency livestock·feed programs.

3. To be responsible for the operation of approved
emergency feed programs and for the administra
tion on behalf of the Department of Agriculture
of those phases of related cooperative agree
ments assumed by this Department.

4. To establish and maintain adequate working ar
rangements with the state and County USDA Disas
ter Committees for the assembling of pertinent
data on disaster conditions thought to be of suf
ficient severity to justify the Governor's re
quest to the President for a major disaster des
ignation •.

5. To conduct such additional investigations of
emergency conditions and effects on agriculture
that may be necessary or appropriate to support
the Secretary's recommendations on area designa
tions, and submit assembled data to the Direc
tor; Agricultural Credit Services.

6. To reappraise at appropriate times the severit~
of disaster conditions in designated areas and
to submit data in support of recommendations' f9r
termination or extension of these assistance pro-

.grams in specific areas.' .

7. To maintain all contacts with and give direction
to the actions of State and County USDA Disaster
Committees and any other committees having re
sponsibilities pertaining to these emergency
feed programs.

8. To conduct investigations of violation of laws
and regulations governing these assistance pro
grams."

USDA Disaster Committee

The USDA Disaster Committee, originally called the USDA

brought Committee, was established by the Secretary of Agricul

ture by memorandum dated July 9, 1953. The function of the Com-,

mittee is to guide the activities of the Department of
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Agriculture in drought emergencies and other disaster situations.

The Committee considers and makes recommendations to the Secre

tary on requests for drought and other disaster relief under Pub

lic Law 875, Eighty-first Congress, as amended (42 U.S.C. 1855).

It considers all requests for USDA aid for disaster areas de

clared by the President to warrant assistance by the Federal Gov-
. I

ernment.

The Committee consists of the Director of Agricultural

Credit Services as chairman and of representatives from Farmers

Home' Administration, Soil Conservation Service, Farm Credit Ad

ministration, Agricultural Conservation Program Service, Federal

Crop Insurance Corporation, Agricultural Marketing Service, Fed

eral Extension Service, Office of the Secretary, and Office of

the General Counsel. Representatives of the Office of BUdget and

Finance and other departmental agencies sit with the Committee as

observers and counselors when necessary.

State USDA Disaster Committee

There is a State USDA Disaster Committee for each State.

The State Directors of Farmers Home Administration, Agricultural

Extension Service, and Civil Defense are permanent members of

this Committee. If a State suffers an agricultural disaster,

two non-Government persons may be appointed as temporary members.

The Chairman of the Agricultural Stabilization and Conservation

(ASC) State Committee is ex officio Chairman of the State USDA

Disaster Committee.
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The State USDA Disaster Committee meets as needed to make

recommendations· for the establishment, extension, or elimination

of the Emergencr Feed Program within the state and to provide the

Administrator of CSS with information regarding the nature, sever

ity, and magnitude of the disaster.

County USDA Disaster Committee

There are also county USDA Disaster Committees which meet as

needed to furnish information and to make recommendations to

State USDA Disaster Committees regarding disaster programs within

their respective counties. A county Disaster Committee consists

of the chairman of the ASC county committee, the county supervi

sor of the Farmers Home Administration, and the county Extension

Agent. If the county suffers an agricultural disaster, two non

Government persons, at least one of whom is a farmer or rancher,

may be selected by the permanent members, sUbject to the approval

of the Chairman of the State USDA Disaster Committee, to serve as

temporary members.

Emergency Feed Program

The basic objective of the Emergency Feed Program is to as

sist eligible farmers, ranchers, and stockmen to acquire the feed

required to maintain their foundation herds of livestock during

periods of drought, famine, or other emergency in major disaster

areas. The program is operated in areas determined by the Presi~

dent to be areas of major disaster and designated by the Secre

tary of Agriculture as areas eligible to receive assistance of

the nature provided in this program.
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Prior to 1958 the program was ann01mced on an annual basis,

but the Emergency Feed Program Regulations published in the Fed

eral Register of July 26, 1958 (23 F.R. 5647), put the program on

a continuing basis.

eee bears a specified portion of the cost of designated feed

grains or 'approved mixed feed grains which are made~,available for

;purchase by eligible farmers, ranchers, and stockmen from,ap

proved feed grain dealers. The transactions are authorized by

purchase orders issued by the ASe county committ€es to eligible

participants. A purchase order may be used by the farmer, or

'Iother eligible participant, as part payment of the purchase price

'and for no other purpose. The participant may sign or transfer

a,purchase order to a dealer after the actual sale and physical

delivery of the grain have been made. The dealer receives a

dealer's certificate which for a perio~ of 120 days may be used
"-

by the dealer or a holder in due course for the purchase of eee-

owned designated feed grains at the prevailing market value of

the grain.·

An eligible dealer is a person or firm engaged in the han

dling of feed grains or approved mixed feed who has entered into

a feed dealer's agreement with eee and posted a performance bond.

Emergency Feed Programs are administered by the Disaster

Livestock Feed Staff in ess through the ASe State and county of- '

fices, in collaboration with ess commodity offices in the field.

Direct supervision of the program in the field ,is under the ASe

State and county committees.
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Duties of ASe State committees--The ASe State committees are

responsible for (1) supervising ASe county committees in the ad

ministration of the Emergency Feed Program, (2) maintaining rec

ords of program operations, including a current register of feed

dealers in the State who have been approved as eligible to sell

feed grains and mixed feed and to enter into feed dealers' agree

ments with ASe county committees, (3) suspending eligibility of

a feed dealer to participate when the State committee has reason

to believe that he is not com~lying with his agreement, (4) mak

ing weekly reports of program activities and such other reports

as required, and (5) making determinations of claims liability,

depositing collections made in connection with program operation~,

to the credit of eee in the Federal Reserve bank, and reporting

claims actions to the ess commodity offices concerned.

Duties of ASe county committees--The ASe county committees

are responsible for receiving applications for assistance from

farmers, ranchers, and stockmen, determining eligibility of ap

plicants, and approving applications when appropriate; issuing

purchase orders to eligible recipients for specific amounts of

designated surplus feed grain as shown on the approved applica

tion; receiving from feed dealers properly executed purchase or

ders; issuing dealers' certificates in exchange for properly ex

ecuted purchase orders; and maintaining inventory records of

dealers' certificates received, issued, lost, stolen, destroyed,

voided, and on hand, together with a record of office actions.

ASe county. offices ..must.submit such repor.ts as .are required by
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the state offices. The ASC county committees' duties include the

determination of a dealer's eligibility in accordance with pro

gram requirements, entering into agreements with eligible dealer~,

and obtaining performance bonds as required by CCC regulations.

Duties of CSS commodity offices--The duties of the CSS com

modity offices include redeeming valid dealers' certificates

when presented for carload lots, or more, of available desig~

nated CCC-owned surplus feed grains; issuing balance certifi

cates for overpayment in connection with redemptions; accounting

for the certificates issued, redeemed, and outstanding; maintain

ing a record of the. kinds and quantities of the designated CCC

owned surplus feed grains delivered in redemption of dealers'

certificates; accounting for claims reported by the ASC State of

fices as well as for claims or potential claims which arise in

connection with the loss, theft, destruction, or nonreceipt of

dealers' certificates issued by the CSS commodity office in ac

cordance with regulations and procedures approved by the Fiscal

Division, CSS; and reporting by wire to the Deputy Administrator

for Operations, CSS, on a cumulative basis as of the close of

business Friday of each week the total deliveries under the cur

rent Emergency Feed Program and deliveries from storage sites un

der the current Emergency Feed Program.

ASC county committee determines eligibility of applicant

for assistance--The ASC county committee'reviews each applica

tion for a purchase order and, except for applic~tions submitted

by State and county committeemen arid those involving 1,000 or
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more animal units, determines whether the applicant is eligible

for assistance and the amount of assistance which may be pro

vided.

The application must be filed at the office of the county

committee which keeps the farm program records of the farm or

ranch for which assistance is desired unless the foundation herd

has been removed permanently from that county. In such case, ap

plication must be filed with the committee of the county in which

the principal part of the herd is located, provided that county

is in a designated disaster area.

To be eligible for assistance, the applicant's principal oc

cupation must be farming or ranching and his financial condition

must be such that he requires assistance under this program in or

der to maintain his foundation herd of livestock and continue his

livestock operations.

In calculating the amount of assistance to be furnished, the

ABC county committee ascertains and considers primarily the feed

the applicant has on hand, the feed he is likely to acquire dur

ing the period of eligibility by his own production 'or from fu

ture deliveries to which he is entitled under previous emergency

feed programs, and the feed otherwise to be acquired without as

sistance under the Emergency Feed Program.

The committee1s decisions as to eligibility and the amount

of assistance to be provided are based primarily on the informa

tion supplied by the applicant, but consideration must be given

to any other information available to the committee on the
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applicant's need for assistance. Each application must be con-

sidered by at least two members of the committee. The action

taken is noted on the original application which is retained in

the county office and on the copy which is returned to the appli-

cant. Special procedures are prescribed for the processing by

the ASC State committee of applications filed by State and county

committeemen and those involving 1,000 or more animal units.

ASC State committee may review ASC county committee ac

tions--The ASC State committee either on its oml motion or on ap-

peal by the applicant is authorized to review actions taken by

county committees with respect to eligibility of applicants and

the amounts of assistance approved. The State committee must

make its determinations on the basis of the same standards and

subject to the same limitations as are applicable to the county

committees. No appeal may be had from the determinations of the

State committee.

Issuance and use of purchase orders--The ASC county commit-

tee issues a purchase order, or orders, to the farmer named in

the application which shows the number of hundredweight of feed

grains as approved in the application. The farmer may use a pur

chase order only as part payment on the purchase price of feed

grains or approved mixed feed purchased during the prescribed pe

riod from an eligible dealer or his authorized representative or

from another farmer whose supply of feed'received under the pro-

gram is in excess of his needs.



The farmer and the dealer must certify on the order that the

feed was actually sold and physically delivered by the dealer to

the farmer, and the dealer must support the transaction by copies

of sales slips, sales tickets, invoices, scale tickets, and other

appropriate documents.

The approved recipient farmer is required, under the terms

of a purchase order, to actually purchase and accept physical de

livery of feed and to execute transfer of the purchase order to

the dealer within the period specified therein. The dealer is

required to present the executed purchase order and its support

ingdocumentation to the appropriate county committee within 30

calendar days after the timely transfer of the purchase order to.
him from the farmer. However, if the farmer made actual use of

the purchase order within the specified period but did not exe

cute the purchase order timely, or the dealer did not present the

purchase order to the county committee within the 30-day period,

the farmer or the dealer, as the case may be, may make written

requests to the county committee for an extension of time, giving

the facts and circumstances. Such request may be granted if the

~ounty committee determines that such action will not adversely'

affect the program.

The county committees issue dealers' certificates to eli

gible dealers upon the presentation of executed purchase orders

and supporting documentation.

Use of dealers' certificates--A dealer's certificate issued

to an eligible dealer may be transferred by endorsement from the
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dealer to any supplier, broker, agent, or other person and may

sUbsequently be transferred from person to person. A dealer or

other holder in due course can purchase commodities shown on the

certificate from eee or use the certificate in his normal busi-

ness transactions. The face value of a dealer's certificate is

an amount equal to the total value of the purchase order or or

ders submitted in exchange for the certificate as determined in

accordance with regulations.

Dealers' certificates, if presented to eee within 120 calen~

dar days after the date of issue, will be accepted at face value

for the purchase of designated feed grains which eee makes avail

able for sale to holders of S11Ch certificates. A dealer or trans-

feree who holds an expired certificate may apply to the county

office which issued the certificate, or to the ess commodity of

fice which serves the State in which the certificate was issued,

for an extension of time in which to present the certificate.

The county office or commodity office approves or disapproves ap

plications relating to certificates totaling $1,000 or less and

transmits those relating to certificates in excess of $1,000 to

the Administrator of ess for final action. Extensions are

granted if they will not adversely affect the program.

Disaster Relief Feed Grain Program

The Disaster Relief Feed Grain Program provides for dona

tions by eee of designated feed grains for the use of destitute

farmers, ranchers, and stockmen in major disaster areas deter

mined by the President under Public Law 875 to warrant Federal
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assistance. \ The designated feed grains are barley, corn, grain

sorghums, and oats.. The recipients under this program must be

established farmers, .ranchers, and stockmen who are without cash

or credit to purchase sufficient feed for their livesto~k, in

cluding hogs, poultry, and workstock.

The President and the Executive Vice President of eee are

authorized to make the feed grains available to state agencies

designated by the Governor or other appropriate authority for dis

tribution on terms and conditions contained in public announce-

ments pUblished in the Federal Register and approved by the Secre

tary of Agriculture. The terms and conditions include provisions

designed to assure that the.feed grains will be used solely for

feed for the preservation of livestock, hogs, poultry, and work

stock and that such livestock, hogs, and poultry or the products

thereof will be used solely for food by the families receiving

the feed grain. They provide also that State agencies which ac-

cept such terms and conditions shall be responsible for determin-

ing the eligibility of applicants and for the distribution of the

grain and the cost connected therewith. eee does not bear any·

cost beyond the cost of the commodities to the corporation in

store and the handling and transportation cost in making delivery

to designated agencies at one or more central locations in each

State.

Requests by appropriate State officials for approval of the

State agency to participate in this program should be made in

writing to the Administrator, esse Each request must contain:

"1 ?7-
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(l}i the name and address of the State agency, (2) a certifica,tion

stating the State agency's understanding of the program,- and ~3.)

a copy of the uniform standards that will be used by the State

agency in determining the eligibility of recipients. Prior to

receiving designated feed grains under this program, State agen

cies enter into agreements with the Secretary of Agriculture

which set forth terms and conditions under which the feed g~ains

are to be distributed. The designated feed grains are furnished

to the State agency upon its order submitted to the ess commodity

office serving the State. The donated feed grains must be dis

tributed by the State agency free of cost to the needy recipient.

Program regulations provide for actions against a partici

pating State agency for misuse of designated feed grains or for

failure to complete distribution of any designated feed grain in

its possession in compliance with eee notice, instruction, or an

nouncement terminating this program in its entirety or with re

spect to a specific designated disaster area.

Disaster Relief Feed Grain Program
for Indian Tribes

Under the Disaster Relief Feed Grain Program for Indian

Tribes, eee makes designated feed grains. (barley, corn, grain

sorghums, and oats) available to certain Indian tribes in desig

nated disaster areas either without cost or at reduced prices,

pursuant to a memorandum of understanding dated March 20, 1957,

between the Actin"g Secretary of Agriculture ,and the Acting Secre

tary of the Interior. The memorandum indicates the procedure
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and conditions for providing feed for Indian-owned subsistence

livestock and livestock owned by certain other eligible Indians

in drought-stricken disaster areas designated pursuant to law.

The program is administered on behalf of eee by ess under the gen

eral direction and supervision of the 'Executive Vice President,

ece.
Donations of feed grain--eee agreed to make the designated

grains available without charge to the Bureau of Indian Affairs

(BIA) at central locations in the state for delivery to Indian

tribes under regulations or agreements which require them to dis

tribute the grains to members of the tribes who own not more than

20 animal units of livestock, all of which are used primarily for

subsistence. Recipients must be without means, cash or credit,

to feed their subsistence livestock and must agree to certain con

ditions on the use of the grains.

The Office of the General Sales Manager, eee, advised us

that donations during the period from December 1, 1956, to Sep

tember 30, 1959, aggregated about 1.4 million hundredweight of

corn and oats.

Sale of emergency feed grains--eee also agreed to sell the

designated grains to BIA at $1.50 per hundredweight less than the

statutory minimum sales price (105 percent of the current support

price, plus reasonable carrying charges) for use as.emergency

feeaby members of such Indian tribes as are approved by the Sec

r'Ettary of Agriculture. BIA must sell the gralns00r distribution

to Indians whose eligibility has been estab::Lished'by BIA pursuant
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to regulations or contracts with Indian tribes. Officials of CSS
I

have advised that no sales have been made under this pr6gra~ put

that this is a continuing program and will be operative if orders

are received from BrA.
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SECTION 302 OF PUBLIC LAW 480

Section·302 of Public Law 480 amended section 416 of the Agri

cultural Act of 1949 (7 U.S.C. 1431) which authorizes various meth-
. .

ods of disposition by the Secretary of Agriculture and CCC of food

commodities· in surplus supply to prevent waste before they can be

disposed of in normal domestic trade channels without impairment

of the price-support program or sold abroad at competitive ~orld

prices. Section 302 made section 416 applicable. to all commodi

ties acquired through price-support operations, eliminated the ne- .

cessity for a finding that commodities are in danger of' a loss

through deterioration or spoilage, established barter as a dis

posal method, and expanded the list of eligible domestic recipi

ents of food commodities for use in the assistance of needy per

sons. It also authorized eee to pay reprocessing, packaging,

transporting (within the United States), handling, and other

charges. Section 212 of the Agricultural Act of 1956 (70 st~t.

203) further amended section 416 to authorize payment of the cost

of processing food commodities into a form suitable for home or in

dustrial use.

Public Law 86-108, approved July 24, 1959 (73 Stat. 246),

made section 416 of the Agricultural Act of 1949 applicable to com

modities in private stocks.

Section 416, as amended, authorizes cee, on such terms and un

der such regulations as the Secretary of Agriculture may deem in

the public interest:

1. To make such commodities available to any Federal agency
.for use in making payment for commodities not produced in
the United States.
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2. To barter or exchange such cornmodities for strategic or
other materials as authorized by law.

3. To donate food commodities to the Bureau of Indian Affairs
and to such state, Federal, or private agency or agencies
as may be designated by the proper state or Federal au
thority and approved by the Secretary, for use in the
United States in nonprofit school-lunch programs, in the
assistance of needy persons, and in charitable institu
tions, including hospitals, to the extent that needy per
sons are served.

4. To donate any such cfood commodities in excess of antici
pated disposition under 1, 2, and 3 above to nonprof~t

voluntary agencies registered with the Committee on Volun
tary Foreign Aid of the International Cooperation Adminis
tration (ICA) or other appropriate department or agency
of the Federal Government and intergovernmental organiza
tions for use in the assistance of needy persons outside
the United States.

For further information on the provisions of section 302 of

the act, as amended, see appendix A, page 447.

The Commodity Stabilization Service is responsible for dis

positions of commodities under 1 and 2 of section 416, and the

Agricultural Marketing Service is responsible for dispositions of

food commodities under 3 and 4 of section 416.

Dispositions under 1 and 2 have priority over donations under

3 and 4, and donations for distribution abroad are made only after

provision has been made for domestic needs.

Making commodities available
to other Federal agencies

An official \of the Office of the General Sales Manager, CSS,

informed us on November 9, 1959, that CSS records did not show

that any transfers of commodities under section 302 had been made

to other Federal agencies for use in making .payment for commodi

ties not produced in the United States. Information furnished by
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the Office of the Deputy Administrator for Price Support, ess,
and by the Office of the General Sales Manager (OGSM) is to the

effect that if such a. request were received it would be referred

to the Barter and Stockpiling Division (BSD) and would be proc

essed substantially as follows:

After determination of availability of commodities by BSD
and the appropriate commodity divisions, the request would
normally be submitted to OGSM which would consider any de
viation from approved prices or any special concessions de
sired by the agency, meeting if necessary with representa
tives of the agency and otherCSS activities to discuss the
matter. If possible, OGSM would work out a deal with the
agency.

OGSM responsibility and action would be confined to the
pricing aspects of the request, and normally the project as
finally set up would be submitted by the Deputy Administra
tor for Price Support to the Board of Directors, eee, for
approval or other action deemed necessary.

An official of OGSM said that the Department apparently has

never received and acted on such a request, that the above out

line 01 procedure is based on the procedures for handling ex

changes or barter and sales, and that the circumstances in each

case would have to be considered.

Barter or exchange of commodities
for strategic or other materials

Section 302 of Public Law 480 is recognized by the Depart-

ment as one of several statutory authorizations to barter or ex

change commodities for strategic or other materials. We were ad

vised, however, that practically all barter and exchanges are

made under section 303 of Public Law 480.

Donations of commodities

The eee donates surplus food commodities to e~igible domes-

tic distributing agencies for use of schools, nonprofit summer
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camps for children, institutions, and welfare agencies author

ized to receive such commodities. AMS under delegated authority·

administers the program in the United States (6 CFR 503.2) •. Do

mestic distributing agencies supervise the program at the State

and local levels.

AMS, in cooperation with ICA, makes surplus commodities,
. ,

available to United States nonprofit voluntary agencies and in-

tergovernmental organizations for use of needy persons outside

th~ United States (6 CFR 501.102-(d)). The voluntary agencies

have over-all supervision of the program in foreign countries.

Domestic donations
,

Food commodities are donated·to approved domestic distribut-

ing agencies for the use of eligible recipients.

The terms "State" and "United States" as used in section

302 of the act, as amended, and in regulations issued by the S~c

retary of Agriculture include the District of Columbia, Puerto

Rico, Guam, the Virgin Islands, other possessions of the United

States, the Trust Territory of the Pacific Islands, and those

areas under the jurisdiction or administration of the United

States (23 F.~. 7982).

In AMS, the Food Distribution Division (FDD) provides gen

eral administration of distribution programs.

Distributing and recipient agencies--State and Federal agen- .
.

cies designated by the Governors of States, by State~Legisla-

tures, or by proper Federal authority, and approved by the Sec

retary of Agriculture, are eligible to become distributing
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agencies. A distributing agency may also be a recipient agency.

Recipient agen~ies are schools, summer camps for children, in

stitutions, welfare ~gencies, and disaster organizations receiv

ing commodities for their own use or for distribution to needy·

Indians, other needy persons, and disaster victims.

Recipient institutions include (1) nonpenal, noneducational,

public (Federal, State, or local) institutions, (2) nonprofit tax-

exempt, private hospitals, and (3) other nonprofit noneducational,

tax-exempt private institutions organized for charitable or pub

lie welfare purposes, including but not limited to homes for the

aged, orphanages, refugee camps, and child-care centers.

Agreements with distributing agencies--Prior to the inaugura

tion of a program, 'an eligible distributing agency must enter

into an agreement with the Department through the FDD area of

fice. The agreement incorporates, by reference or otherwise,

the terms and conditions approved by the Secretary of Agricul

ture under which food commodities will be donated.

Distributing agencies are required to determine that the re

cipient agencies or recipients to whom they distribute commodi~

. ties are eligible for such assistance and must· impose upon wel

fare agencies the responsibility for determining that recipients

to whom they distribute commodities are eligible.

Dis~ributing agencies are required to enter into agreements

wit4 subdistributing agencies, recipient agencies, warehousemen,

carriers, or other persons to whom commodities are delivered un-.

der a distribution program. Such agreements shall contain terms
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and conditions necessary to insure that the distribution and use

of donated commodities are in accordance with regulations'ap-
I

proved by the Secretary of Agriculture and that those agencies or

persons to whom commodities are del~vered are responsible to the
,

distributing qgency for any improper distribution or use of com~

modities, as well as any loss or damage thereto caused by their

fault or negligence. A distributing agency's responsibilities

for the over-all management and control of the distribution pro

gram may not be delegated.

FDD reviews plan of operation and estimates of commodities

needed--Prior to making distribution of commodities to welfare

agencies or needy persons, a distributing agency must submit for

review and approval of appropriate FDD area offices a plan of op

eration, including, among other things; an estimate of the number

of needy persons to whom distribution will be made and the proce

dures·and methods to be used in certifying individuals as needy

persons and in making distribution of commodities. Distributing

agencies are responsible for requiring that recipient welfare,

,agencies follow all provisions of the approved plan of operation.

Quarterly estimates are submitted by distributing agencies

in advance of the period in which distribution of the commodities

is planned. These estimates are submitted to the appropriate

FDD area offices for review and forwarding to the FDD Washington

Office for approval.

FDD issues notice of availability of coIIimodities--From time

to time the appropriate CSS commodity division informs the FDD of
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the availability of certain food commodities for donation. The

FDD, through':its area offices, notifies approved distributing

agencies regarding t1}e commodities, the class or classes of re

cipient agencies or recipients eligible to receive them, and any

special terms and conditions of donation and distribution which

attach to a particular commodity. By ordering and accepting such

commodities, a distributing agency agrees to abide by the special

terms and conditions in the notice of availability as well as the

general terms and conditions in the agreement previously entered

into by the agency with the Department.

Approval of agency requests and delivery of commodities--

'Agency requests for donation of available commodities (form FD

54), together with proposed shipping instructions, are reviewed

and approved by the FDD area office that has jurisdiction of the

State in which the commodities are to be distributed. An agency

may request shipment by rail or truck at Government expense,or

may arrange transportat.ion at its own expense. The FDD area of

fice notes on agency requests the shipments that may be routed

by rail or truck at Government expense and the shipments that

must move by rail. The FDD area office forwards the original and

two copies of approved agency requests and shipping instructions

to the ess commodity office having control of shipment of the

commodities. The commodity office directs shipments from eee

sto~es of commodities available in forms suitable for agency re

quirements. When processing, reprocessing, packaging, or re

p.ackaging of available commodities is required to meet agency
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requirement~;the·commodity office arranges for the necessary

'service under a commercial contract approved by the CSS commodity

division concerned and directs shipment, usually from the contrac

'tor's. plant.

All shipments via common carrier are made on commercial

bills of lading. Upon receipt of copies of bills of lading, the

commodity office inserts the shipping information on the agency

request for donation. Consignees are required to execute and re

turn to the FDD area office concerned consignee's receipt cover

ing each delivery of commodities. The commodity office requires

consignee receipts only for commodities delivered by agency

pickup facilities or by' truck owned or controlled by the shipper.

Costs borne by the Department--The Department pays process

ing, reprocessing, transporting, handling, and other charges

which accrue up to the time of transfer of title to the distribut

ing agencies if deemed in the interest of the Department. Title

passes to the distributing agency upon acceptance by the agency

at the time and place of delivery. Notice of acceptance is given

in writing by the distributing agency to the FDD area office con

cerned.

Labeling of commodities--Processed commodities placed in con

tainers or repackaged must be plainly labeled as "Donated by the

United States Department of Agriculture. Not To be Sold or Ex

changed. 1I

Records and reports--Distributing agencies. are required to

maintain accurate records pertaining to all transactions
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\
relating to the receipt, disposal, and inventory of commodities

and to submit to the FDD area offices monthly reports covering

the rec.eipt and distr:ibution of commodities, an annual inventory

report, and such other reports covering distribution operations

as may be required from time to time by the Department. The rec

ords must be retained by the agencies for a period of 3 years

from the close of the fiscal year to which they pertain.

The FDD Washington Office prepares periodic and annual re

ports which show the quantities of commodities donated and dis

tributed for domestic use. From time to time, it assembles in

formation relating to program operations for the Office of the

Secretary and for public distribution by the Department.

Foreign donations

Foreign donations are made through the facilities of United

States nonprofit voluntary agencies and intergovernmental organi

zations, such as those sponsored and supported by the United Na

tions organization or by two or more nations, one of which is

the United States.

Each participating agency must submit its program, its plan

of operations, and an annual estimate of commodities desired for

each country. The development of foreign donation programs, re

view by rCA and rsc, and approval by rCA are discussed on pages

228 to 234.

Policies governing foreign donation programs--The Secretary

of Agriculture has prescribed the policies under which food com-.

modities will be donated to participating agencies., (See
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6 C.F .R. 501,.) The Food Distribution Division, AMS, which makes

the donations, acts as general supervisor of USDA's participation

in the programs and provides over-all policy, technical, and ad

ministrative direction incident to donating food for the programs.

On August 26, 1959, the Interagency Committee on Agricul

tural Surplus Disposal (the Franci~ Co~ittee) issued a statement

(see appendix H, .p. 515) of policies for the title III foreign

donation programs. It provides that, within the policies set

forth in the statement, and pursuant to regulations, the follow

ing criteria will be applied in considering title III program re

que'sts:

1. The voluntary agency is registered with the Advisory Com
mittee on Voluntary Foreign Aid and thus is eligible to
receive donations as provided by law.

2. The proposed recipients qualify as economically needy.

3. The recipients' needs are not being met by other avail
able and competent sources.

4.:The proposed program is not in conflict with, or prejudi
cial to, other United states programs in the area.

5. The proposed distribution does not duplicate those of
other eligible voluntary agencies in the area.

6. Where separate agreements are entered into between the
voluntary agency and the host Government, prior consulta
tion between the voluntary agency concerned and the com
petent United states authorities has occurred. Such
agreements shall contain adequate safeguards to avoid·
giving the impression that these constitute· in any way a
commitment on the part of the United states Government.

7. Host Government cooperation has been obtained to an ex
tent which in fact permits the voluntary agency to carry
out the responsibilities assumed by it under United
states laws and regulations.

1 t·D..I.... .... ..



8. Field performance and supervision are consistent with the
country Plan of Operation filed by the voluntary agency
with 'Government.

FDD reviews programs and annual estimates of requirements-

FDD receives from rCA copies of the voluntary agency's plan of

program operation and annual estimate of requirements of commodi

ties. FDD reviews the plan of operation and the estimate to as

certain (1) whether the donation of the type or types of commodi-
\

,ties in the amounts desired by the. agency would interfere with

any approved or contemplated Public Law 480 program, '(2) how· the

need for'the donation was determined, (3) whether there is any

overlapping of the relief programs in the host country, a,nd (4)

what processing, reprocessing, and packaging of the commodities

are required, and Why. FDD submits its findings to an rsc sub

committee Which, under the chairmanship of, an rCA representative,
,

reviews the progra~ and makes its recommendation to the rsc. Un-

der instructions for fiscal year 1961, after the quantity o~ com

modities for the country program has been approved by rsc, an of

ficial of rCA approves the annual estimate of requirements and

notifies the voluntary agency. rn prior years the Director of .

FDD and a representative of rCA approved the annual estimate ahd

the Director notified the agency of the program approval and any

limitations or conditions imposed by the ISC affecting commodity

availability.

From time to time, FDD and rCA revise the instructions to

participating agencies, particularly with respect to the annual
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program-·plarrand-Bstimate·"of-requi-rements-. Attached -as "appen

dix I, page 525, are copies of instructions relating to fiscal

years 1958~61.

FDD announces commodities and quantities available--eSS com~

modity divisions inform the Direct Distribution Branch, FDD, of

food· commodities available. The Director, FDD, issues an arr- I

nouncement (F-12~ and amendments) which describes the commodities

available for 'foreign donations and the types of processing and

,packaging. The announcement sets forth :the terms and conditions

under which the food commodities will be furnished ;by eee through

the agencies of AMS and esse Copies of each announcement are dis

tribtited to all agencies eligible to participate in foreign dona

tion programs.

Terms and conditions of the announcement--The announcement

states that agencies requesting commodities available for program

purposes will be considered by eee. as making at the same time an

offer to receive and distribute the commodities in accordance

with the. terms and conditions set forth in the announcement and

that such requests as approved and returned to the agencies shall

constitute contracts. The announcement provides, among other

things, that a participating agency shall not diminish its nor

mal expenditure for food by r~ason of the donation and shall dis

tribute the donated commodities in such manner as to assure that
I

the recipients thereof will not diminish their normal expendi

tures for such food by reason of such donations.; that bulk con

tainers, individual packages, and shipping containers shall be
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plainly labeled by, and at the expense of, CCC to include the fol

lowing: "DONATED BY THE PEOPLE OF THE UNITED STATES OF AMERICA.

NOT TO BE SOLD OR EXC~ANGED"; that commodities will be donated in

quantities of not less than ,a minimum carload, or mUltiplesthereo~

of a single-type commodity and single-type pack at port or ports

of export, in-store at warehouse or processing plant, or at an

inland point of the United States-;l that CCC shall pay reprocess

ing, packaging, transportation, handling, and other charges ac-

cruing up to the time of delivery to the agency; and that agen

cies which cannot utilize a minimum carload of such commodities

may unite in groups of not more than five agencies and submit a

joint request.

FDD acts as contracting authority for CCC and is authorized

to make final determinations and take final actions relating to

the receipt, export, and foreign distribution of the donated food

commodities under the terms and conditions of the agreement~. No

; performance bond or other financial assurance is required of par

ticipating agencies.

Agencies request commodities on a quarterly basis--Requests

(form FD-58) for commodities are submitted by the participating

agencies to FDD on a quarterly basis and at least 15 days before

the period in which delivery is desired •. Individual requests

must be submitted for each commodity and type of pack desired and

lICA may pay ocean freight costs from funds made available under
title II. (See pp. 220 and 234-235.) .
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must. include the following information: (1) name of commodity as

identified in the announcement of availability and designation of

the type of pack desired; (2) quantity desired in terms of pounds,

(3) point(s) of delivery and the period in which delivery is re

quested, and (4) name and address of the party to whom the notice

of availability and the forwarding notice and, consignee's receipt

are to be sent. ,If simultaneous: deliveries under more than one.

request are desired at the same delivery point, appropriate cross

reference must be shown on each request.

Approval of agency request and delivery of commodities--An

agency request for commodities (form FD-58) is reviewed and ap

proved by FDD and the ess commodity diivj;sion cO~,cer,n,ed;. FDD re

views a request for general conformity with FDD announcements of

availability of commodities under section 302 of Public Law ~80.

It checks quantities requested against the current balance of

quantities approved by the ISe for the country program and the

quantities shown in the agency's current quarterly shipping sched

ule or, in the absence of such schedule, against installment limi

tations established by FDD for'the agency. After approval by a

eee contracting officer in FDD, a copy of the agency request is

forwarded to the appropriate ess commodity division.

The ess commodity division formally notifies the agency,

through FDD, of the quantities of commodities that can be fur

nished, the date of availability, and the-name of the port of ex

port selected by ess. ,When processing, reprc;cessi,ng, packaging,

or repackaging of commodities is required, the formal notice to
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the agency is withheld until the commodity division has con

tracted with a commercial firm for the necessary service. The ap

propriate commodity Qffice administers the contract.

A voluntary agency is required to make shipping arrangements,

subject to approval by the commodity division which issued the no

tice of commodity availability. After approval of agency ship

ping arrangements, the commodity division telegraphs shipping au-

thorization to the commodity office that will originate shipment

of the commodities, and the commodity office issues shipping or

delivery instructions and transmits to the donee agency, or its

agent, copies of the notice to deliver, the loading order~ or

other document directing shipment or delivery of commodities. De

livery is made free alongside ship port of export, and the donee

agency or its agent is required to forward a consignee receipt to

the commodity office. We were advised by ess commodity division

officials that no commodities have been delivered in-store at

warehouse.

Related duties of the commodity offices include (1) collect

ing for any loss or damage to commodities up to the time of load

ing on board vessel at designated ports, (2) initiating action to

cancel contracts with processing firms upon their failure to fur

nish performance bond or other financial assurance required by

eee, (3) taking action as directed by commodity divisions con

cerned when commodities are not loaded aboard the designated ves

sel at port of export as agreed between the agency and commodity

division, or when shipment fails to clear customs on overland
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movement, (~) maintain~ng inventory and cost records, together

with controls to assure that costs borne by eee do not exceed

those authorized by law, ·(5) collecting damages from processing

contractors for late deliveries or defective performance, (6) in

itiating action to cancel an agency agreement when the agency or

its shipping agent fails to return executed notice of shipment

and consignee reoeipt, and (7) reporting to the Fiscal Division

on claims activities and to the commodity division on commodity

movements.



SECTION 303 OF PUBLIC LAW 480

Section 303 of Public Law 480 directed the Secretary of Agri

culture to use eve~y practicable means, in cooperation with other

Government agencies, to arrange and to make, through private trade

channels, barters or exchanges of agricultural commodities owned

by CCC for (a) strategic materials entailing less risk of loss

through deterioration or substantially less storage charges, or

(b) materials, goods, or equipment required in connection with for

eign economic or military aid and assistance programs, or (c) ma

terials or equipment required in substantial quantities for off

shore construction programs, whenever the Secretary has reason to

believe there may be opportunity to protect the funds and "assets

of CCC by such barter or exchange.

Section 303 directed agencies of the United States Government

procuring such materials, goods, or equipment to cooperate with

the Secretary in the disposal of surplus agricultural commodities

by means of barter or exchange and provided that, in purchasing

strategic materials, they should purchase such materials from CCC

inventories to the extent available.

Public Law 85-931, approved September 6, 1958 (72 Stat. 1791),

amended section 303 of Public Law 480 to require the Secretary to

make these barters or exchanges whenever he determines that· such

action is in the best interest of the United States. It broadened

the provision requiring barter for strategic materials entailing

less risk of loss through deterioration or substantially less stor

age charges to include such strategic or other materials of which

the United States does not domestically produce its 'requirements

1~7



as the President may designate. It also amended section 206(a) of

the Agricultural Act of.1956 (7 U.S.C. 1856) to provide that no

strategic or critical mater"ial shall be acquired by the Commodity

Credit Corporation as a result of such barter or exchange, e·xcept

for such national stockpile, for. such supplemental stockpile, for
I

foreign economic or military aid or assistance programs, or for

offshore construction programs. l

Changes in'section 303 made by Public Law 85-931 areshowp in

the paragraph below. Deleted material is enclosed in brackets and

new material is underscored.

[Whenever the Secretary has reason to believe that, in addi

tion to other authorized methods and means of disposing of agri

cultural commodities owned by the Commodity Credit Corporation,

there may be opportunity to protect the funds and assets of the

Gcmm~dity Credit Corporation by barter ~r exchange of such agri

.cultural commodities.] The Secretary shall, whenever he deter

mines that such action is in the best interest of the United

States, and to the maximum extent practicable, barter or exchange

agricultural commodities owned by the Commodity Credit Corporation

for '(a) such strategic or other materials of which the United

States does not domestically produce its requirements arid which

entail [entailing] less risk of loss through deterioration or
1

substantially less storage charges as the President may designate

or (b) materials, goods or equipment required in connection with

lpublic Law 86-341, approved September 21, 1959 (73 Stat. 606),
further amended this section by inserting after the word "pro
grams" a comma and the folloWing: "or to meet requirements of
Government agencies."
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foreign economic and military aid and assistance programs, or (c)

materials or equipment required in substantial quantities for off

shore construction.programs[, heJ~ He is hereby directed to use
,

every practicable means, in cooperation with other Government agen-

cies, to arrange and make, through private trade channels, such

barters or exchanges or to utilize the authority conferred on him

by section4(h) of the Commodity Credit Corporation Charter Act,

as amended, to make such barters or exchanges. In carrying out

barters or exchanges authorized by this section. no restrictions

shall be placed on the countries of the free world into which sur

plus agricultural commodities may be sold. except to the extent

that the Secretary shall find necessary in order to tak~ reasonable

precautions to safeguard usual marketings of the United States and

to assure that barters or exchanges under this Act will not unduly

disrupt world prices of agricultural commodities or replace cash

sales for dollars. The Secretary may permit the domestic process

ing of raw materials of foreign origin. The Secretary shall'en

deavor to cooperate with other exporting countries in preserving

normal patterns of commercial trade with respect to commodities

covered by formal multilateral international marketing agreements

to which the United States is a party. Agencfes of the United

States Government procuring such materials, goods, or equipment

are hereby directed to cooperate with the Secretary in the dis-

posal of surplus agricultural commodities by means of barter or

exchange. [Strategic materials so acquired by the Commodity

Credit Corporation shall be considered as assets of the Corpora-·

tion and other agencies of the Government, in purchasing strategic

1~9



materials, shall purchase such materials from Commodity Credit

Corporation inventories to the extent available in fulfillment of

their requirements,.] The Secretary is also directed to assist,

through such means as are available to him, farmers 1 cooperatives

in effecting exchange of agricultural commodities in their pos

session for strategic materials.

Officials of the Barter and Stockpiling Division of CSS ad

vised us that, although authority to barter is contained in the

CCC Charter Act, the Agricultural Acts of 1949, 1954, and 1956,

and section 302 of Public Law 480, practically all parters and ex

changes are made under section 303 of Public Law 480 which, the De

partment believes, contains all the necessary authority to operate

the barter program.

This section of our report deals principally with the program,

policies, and procedures qeveloped by the Department prior to the

enactment of Public Law 85-931 in September 1958. Changes made by

the Board of Directors, CCC, and approved by the Secretary of Agri

culture in November 1958 are discussed on pages 171 to 177.

Organization used in conducting the barter program

The Secretary of Agriculture conducts the barter program

through organizational units of the Department of Agriculture,

principally the Commodity Credit Corporation and the Commodity Sta

bilization Service. He also uses the Working Committee and the

Interagency Staff Committee on Agricultural Surplus Disposal, which

are discussed on pages 49 to 53, and supplemental units estab

lished for special functions under the barter program. The sup

plemental units are described below.
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Barter and Stockpiling Division, CSS

The Barter and Stockpiling Division of CSS plans, develops,

and administers the. barter program. In carrying on these func

tions, it develops for· distribution to the public and to American

exporters and importers information relating to the operation of

the barter program and to materials which will be accepted in ex

change for agricultural commodities; meets and deals with repre

sentatives of Federal agencies, foreign governments, and domestic

and foreign industry who are interested in barter; negotiates with

American importers who desire to enter into barter contracts with

the CCC; administers barter contracts; and, in connection with

program operations, works with other agencies, principally- General

Services Administration (GSA), ICA, the Department of State, the

CSS commodity offices, and the Fiscal Division of CSS.

The work of BSD is performed by a director, a deputy director,

a group of negotiators and barter specialists, and the contract ad

ministration and program analysis branches. BSD is responsible to

the Deputy Administrator for Price Support, CSS, for the general

supervision and coordination of BSD activities, but the Director,

BSD, deals directly with the Administrator, CSS, who is Executive

Vice President of CCC, on some matters, such as' program recommen

dations and the execution of barter contracts.

The Contract Administration Branch of BSD controls each bar-

ter transaction to assure that it is handled according to the con

tract with the importer and maintains continuous working relations

with GSA, CSS commodity offices, the Fiscal Division of CSS, and

contractors and their agents.
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The Program Analysis Branch of BSD makes continuous review

and analysis "of program activities and participates in the formula

·tion of policies, procedures, and legislative recommendations re

lating to the barter program. It represents the Division on the

Additionality Committee and in meetings of the ISC.

Barter Unit of the Fiscal Division, CSS

The Barter Unit of the Fiscal Division, CSS, was established

in May 1956 in th~ Financial Arrangements Section of the Financing

Operations Branch, Fiscal Division. Prior to that time some of

its duties were performed by personnel of the Corporate Control

Branch.

The Barter Unit is concerned with the fiscal and financing

operational aspects of programs under the Strategic and Critical

Materials Stock Piling Act, barter authorizations in title III of

Public Law 480, and exchange authorizations in the CCC Charter Act.

The unit is responsible for the fiscal sufficiency of proposed bar

ter contracts which are submitted by the Barter and Stockpiling

Division for fiscal clearance. It is also responsible for the pro

vision, maintenance, and control of financial coverage of CCC with

respect to transactions involving materials to be delivered under

the many types of barter contracts.

Additionality Committee .

The Committee to Appraise .Barter Offers (known as the Addi

tionality Committee) was established by the Administrator, CSS, on

July 5, 1957. It consists of one person from the Office of the

Deputy Administrator for Price Support, CSS, as Chairman, one from

the Barter and Stockpiling Division, and one from the Office of the
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General Sales Manager. A representative of the Foreign Agricul

tural Service sits with the Committee in an advisory capacity.

The principal.functions of the Committee are to evaluate bar

ter offers for'their potential contribution to increasing exports

of CCC-owned agricultural commodities and to develop criteria for

the approval of the Administrator, CSS, to guide would-be barter

contractors in developing their offers with respect to the export

of agricultural commodities. Findings and recommendations of the

Committee are submitted to the Administrator of CSS through the

Office of the Deputy Administrator for Price Support, except that

they are furnished to the Barter and Stockpiling Division for ap

propriate action on a proposed barter proposal when there 1s a

precedent for the proposed transaction which had the approval of

the Administrator, CSS.

Supplemental Stockpile Advisory Committee
on Barter

The Secretary of Agriculture advised certain Government depart

ments and agencies on July 8, 1958, that, pursuant to the recommen

dation of the Chairman of the Supplemental Stockpile Committee of

the Council on Foreign Economic Policy, he wished to obtain their

advice with respect to the barter acquisition of strategic and

other materials for the supplemental stockpile. He requested each

of them to designate a representative to serve on an interdepart

mental committee, under the chairmanship of the Associate Adminis

trator of the Commodity Stabilization Service, to be known as the

Supplemental Stockpile Advisory Committee on Barter. By memorandum

dated August 11, 1958, establishing the Committee, ~he Chairman

outlined the policy of CCC and the organization and purpose of the

Committee as follows: 153



"Current Barter Program.

ftThe primary purpose of the barter program is to find ex
port markets for stocks of surplus agricultural commodities
which cannot be exported on a usual cash or a credit basis for
dollars. In carrying out this purpose, it is the current pol
icy of the Commodity Credit Corporation to:

A. Obtain the fair export market value of the agricul
tural commodities delivered under barter transac
tions.

B. Accept strategic and other materials for the supple
mental stockpile at prices which reflect fair market
value.

C. Select strategic and other materials which are less
expensive to store or lare substantially less subject
to deterioration than the agricultural commodities
for which they are exchanged under barter contracts.

D. Require barter contractors to satisfy CCC that the·
agricultural commodities whicn they receive and ex
port will not displace normal U. S. cash or credit
dollar sales which would otherwise be made.

E. Require that strategic and other materials delivered
under barter contracts not be produced or processed
in the United States.

F. Require that barter contractors pay interest to CCC
on the value of agricultural commodities received in
advance of the delivery of materials.

"Organization and Purpose of Committee.

A. Chairman

The Chairman of the Committee shall be an official
of the Department of Agriculture. It shall be the
duty of the Chairman to preside at meetings of the
Committee. Also, it shall be the duty of the Chair
man, after receiving the advice of the Committee, to
recommend to the Secretary the strategic and other
materials (including types, kinds, qualities, and
limitations) which are eligible and which he feels
should be accepted by the Secretary in exchange for
surplus agricultural commodities.

B. Membership of the Committee.

The permanent membership of the Committee shall in
clude an authorized representative from each of the
following departments and agencies: Agriculture,
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State, Commerce, Interior, Defense, Treasury, Office
of Defense and Civilian Mobilization, Bureau of the
Budget, General Services Administration, International
Cooperation Administration, Atomic Energy Commission,
and the Council on Foreign Economic Policy. When the
Chairman determines that it is necessary or desirable
to do so, he may invite representatives from other
Government departments or agencies to attend meetings
of the Committee. Each permanent member of the Com
mittee (and alternate, if any) shall be cleared for
security through SECRET. .

C. Duties of the Committee.

It shall be the duty of the Committee to suggest and
advise which strategic and other materials (as to
types, kinds, qualities, and limitations) the Secre
tary should accept and transfer to the supplemental
stockpile in exchange for surplus agricultural com
modities. Before suggesting the barter of agricul
tural commodities for materials, the Committee shall
find that such procurement meets one or more of the
criteria:

(1) Furthering U. S. foreign policy objectives

(2) Avoiding injury to, and wherever possible as
sisting, segments of the domestic economy af
fected by the acquisition of the material

(3) Acquiring materials of which the U. S. is a net
importer

(4) Meeting civil defense requirements (including
survival items)

D. Secretariat.

A secretariat shall be furnished by the Department
of Agriculture. The secretariat shall perform such
functions as are assigned to it by the Chairman.

"Review of Recommendations.

Prior to submitting his recommendations to the Secretary, the
Chair~an shall make known his proposed recommendations to the
members ,of the Committee. Any dissenting agency, after its au
thorized representative has advised the Chairman in writing of
his intent to do so, may request the Secretary of Agriculture
to place the issue before the Council on Foreign Economic Pol
icy. II
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eee outlines barter program and
fixes respon~ibilities of officers

The Board of Directors, eee, outlined the barter program on

November 9, 1954-, in Docket eZ-200, revision 1, which revised the

general policy covering the disposition and sales prices or ex

change value of commodities acquired by eee in order to make the

policy conform with the authority and provisions of new legisla

tion, particularly Public Law 480. This docket was approved on

November 12, 1954-, by the Acting Secretary of Agriculture. Del

egations of authority in the docket included authority for the

President, the Executive Vice President, and the Vice President

who is Deputy Administrator, Price Support, ess:
1. To exchange agricultural commodities acquired under the

price-support program for equipment, materials, or other
goods for which an immediate outlet exists for use abroad
and which will return to eee reimbursement at not less
than the exchange value thereof.

2. To negotiate for the exchange of quantities of such agri
cultural commodities for equipment, materials, or other
goods which can be utilized in the United States without
serious interference with the domestic economy or the
normal channels of private trade and commerce, and for.
which either an immediate outlet or a firm future outlet
exists. Any such exchange required approval by the Board
of Directors •.

. 3. To exchange agricultural commodities .. (including products
thereof, foods, feeds, and fibers) for strategic and crit
ical materials (a) approved by the Office of Derense Mo
bilization (ODM) for acquisition by eee for ·immediate .
transfer to the national stockpile against reimbursement
to eee or. (b) authorized by ODM for barter procurement ...
within limits of national stockpile objectives but for
which funds for reimbursement cannot be assured.·

4-. To negotiate for the exchange of strategic materials be
yond the limits of national stockpile objectives, any
such exchanges to be approved by the Board of Directors.

To facilitate the procurement of strategic materials sug

gested by ODM for.a supplemental stockpile, the Board· of Directors
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amended Docket CZ-200 on February 8, 1955, to authorize the Presi-

dent and Executive Vice President, CCC, to approve exchanges of
" "

wheat, corn, and-dairy products for such materials without refer-

ring each case to the Board. This amendment was approved by the

Acting Secretary of Agricul~ure on February 10, 1955.

The Board further amended Docket CZ-200 on April 28, 1955, to

make more flexible the program of exchanging surplus CCC-owned

agricultural commodities for strategic or crit~cal materials for

CCC's own account and to use as a guide those materials that'ODM

suggests as desirable for the supplemental stockpile authorized by

section 104(b) of Public Law 480. The amendment authorized the

President, the Executive Vice President, or the Vice President who

is Deputy Administrator for Price Support, CSS, to exchange agri

cultural commodities (not limited to corn, wheat, and dairy prod

ucts) if it is determined that such exchanges would be in the best

interests of CCC. A prior amendment provided that wheat and corn

exported under the program must go to friendly countries which do

not normally import these commodities in quantity from the'United

States. This amendment provided that agricultural commodities may

be exported to any friendly country.

The Acting General Counsel, Department of Agriculture,

pointed out that .strategic and critical materials acquired by CCC

pursuant to the authorization in the amendment of April 28, 1955,

would hot be eligible for transfer to the supplemental stockpile

because such stockpile was limited to strategic and critical ma

terials purchased by the United States with foreign currency ac- ,

quired through sales of agricultural.commodities. However,
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section 206(a) of the Agricultural Act of 1956 (7 U.S.C. 1856) pro

vided that strategic and other materials acquired by CCC as a re

sult of barter or exchange of agricultural commodities or products,

unless acquired for the national stockpile established pursuant to

the Strategic and Critical Materials Stock Piling Act (50 U.S.C.

98-98h), or for other purposes shall be transferred to the supple

mental stockpile established by section 104(b) of Public Law 480.

In November 1956 the Board of Directors, in Docket CZ-2l5,

authorized the exchange of commodities for materials required by

the Atomic Energy Commission and the Department of Defense. The

docket provided that such strategic and other materials may be ac

quired and held in CCC inventory to meet anticipated future re

quirements of the Atomic Energy Commission and the Department of

Defense for which funds for reimbursement cannot be assured but

for which commitments are made by these agencies to fill their re

spective needs for·such materials from CCC inventories to the ex

tent of availability. The docket was approved by the Acting Secre

tary of Agriculture on November 16, 1956.

Docket CZ-200, revision 1, authorized, the Administrator, CSS,

to approve terms and conditions under which exchanges of agricul

tural commodities are made for strategic and critical materials

authorized under section 4(h) of the CCC Charter Act and section

303 of Pu~lic Law 480. Coincident with policy actions and dele

gations by the Board of Directors, the Department issued press re

leases, with the concurrence of the Secret~ry, which included the

terms and conditions under which exchanges of agriqultural com

modities would be made for strategic and other materials, together
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with information relating to the operation of the program and the

commodities available.

Prior to May 1957, barters were made through formal contracts

between eee and private United States business concerns providing

for the delivery of specified materials of foreign origin with pay

ment to be received by contractors in eee-owned agricultural com

modities which. the contractors were required to export. Originof

the materials and destination of the agricultural commodities were

limited to friendly.countries, but the countries·of origin and des

tination were not required to be identical. Under certain condi

tions nonstrategic materials, goods, and equipment for offshore

construction could originate in the United States. Prieefor ma-
,

terials to be furnished was cleared by GSA at the time the contract

was made, and price of the commodities was the export market price

at the time the contractor ordered the commodities from eee. A

contractor could usually obtain any agricultural commodity which

eee was offering for sale during the period in which the contractor

could deliver material to eee under its contract, and eee encour

aged contractors to take agricultural commodities in advance of

delivery of materials in order to save storage charges.· When this

was done, the value of the excess in agricultural commodity exports

over materials delivered to eee was covered by cash depositor ir

revocable letter of credit in favor' of eeG, but the contractor was

not charged interest on such advance deliveries. If ocean trans

po:f..tation of the materiai~ wad involved, at least 50 percent of

the gfo~s tonnage was required to be transported on privately

owned United States-flag commercial vessels to the extent that
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such vessels were available under the terms and conditions set

forth in ~6 U.S.C. 12~1(b), but this requirement did not apply to

·the export of agricultural commodities.

Within limitations fixed by the .Department, materials deliv

ered could be processed in the United States. Prior to issuance

of Press Release USDA 1686~57 of May 28, 1957, which made domesti

cally'processed materials ineligible for delivery under barter con

tracts, it was the general policy of Commodity Credit Corporation
, .

to limit the domestic processing component of the value of strate

gic materials accepted under barter contracts to about 50 percent

of the total-value of such materials. This was an unwritten gen

eral' policy, on which oral instructions were given to the Barter

and Stockpiling Division by the Deputy Administrator, Price Sup

port, Commodity Stabilization Service. Occasional exceptions to

this rule were authorized; and some barter contracts were signed

for materials involving domestic processing costs in excess of 50

percent of the total value of the material.

Barter program revised
to safeguard cash sales

The barter program was suspended at the end of April 1957,

when the Department announced in effect that barter transactions

were displacing cash sales and that it was making a detailed re

view of barter operations. The announcement said that the barter

program would be reactivated upon completion and announcement of

the revisions.

The revision of the program, announced on May 28, 1957, was

substantially as follows:
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1. The barter contractor must satisfy eee that a proposed bar
ter transaction would mean a net increase in the exports
of the agricultural commodity involved. The announcement
said that, if this is done, eee would enter into a barter
contract'for the delivery of any eee-owned agricultural
commodity (or tobacco held as collateral for eee loans)
for export to any friendly country.

2. The announcement listed countries to which specified com
modities could not be exported under barter contracts with
out a special showing that the proposed transaction would
result in a net increase in United States exports of the
commodity. The lists contained the names of 32 countries
for cotton, 57 countries for wheat, and ~5 countries for
feed grains. The country lists were made subject to re
vision quarterly, the revised lists to be applicable to
barter contract commitments made after the date of each
revision.

3. Exports of cotton, wheat, and feed grains to countries not
named in these lists were presumed to be in addition to
normal exports and did not require a special showing that
the barter transaction would result in a net increase in
total United States exports.

~. Each barter contract had to contain a specific designation
of the agricultural commodity involved. (Prior to this re
vision of the program, barter contractors could export vir
tually any eee-owned commodity.)

5. Barter contractors could obtain delivery of agricultural
commodities in advance of delivery of material to eee, but
interest at the rate which would be applicable to credit
sales by eee would be charged, under the revised program,
until the contractor delivered the material or otherwise
paid for the commodities. Interest payments were delayed
until final settlement under the contract but were to be
paid in cash. Contractors were required to post irrevo
cable dollar letters of credit acceptable to eee for the
value of the agricultural commodities delivered by eee in
advance of delivery of materials to eee plus the estimated
amount of interest. (Prior to this revision of the pro
gram, interest was not charged for the first 2 years.)

6. Barter contractors were required to provide assurances
satisfactory to eee that agricultural products exported
under the barter contracts would not be transshipped from
the approved countries of destination. (Prior to this
revision of the program, only assurances against trans
shipment to unfriendly countries were required.)

7. Materials delivered to eee under barter contracts could
not be produced or processed in the United S'tates. (Prior
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to the revlslon, foreign-produced materials could be, proc
essed in the United States.)

8. A new requirement of the program was that each barter con
tract for strategic and other materials must designate the
country of origin of the materials to be delivered.

9. The announcement of the revised program listed the strate
gic and other materials then acceptable to CCC under the
barter program but stated that CCC's ability to conclude
barter proposals for materials depends at anyone time
upon_such factors as requirement, existing commitments,
and market conditions.

Additional changes in barter procedures

After the barter program was r~sumed, the Administrator, CSS,

established the Committee to Appraise Barter Offers (generally

known as the Additionality Committee) on July 5, 1957. (See

p. l52.) This advisory committee develops criteria to guide would

be barter contractors and evaluates barter offers to determine

whether proposed transactions would result in a net increase in ex

ports of agricultural commodities.

The procedures for contractors to follow to assure CCC that

agricultural commodities exported under the programs are in addi

tion to marketings which would otherwise take place were announced

by the Department on December 24, 1957. The announcement referred

to a list of countries to which wheat, feed grains, cotton, and

tobacco could not be exported under barter contracts without spe

cial showing that such exports would result in a net increase in

United states exports of the commodity or commodities. The an

nouncement indicates that this list is substantially the same as

the list announced on May 28, 1957; that the countries on the list

are included in a new group called Group II; that, .toclarify mat

ters for potential barter-contractors, the countries not on the
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Group II list were being placed on another list, called Group I,

consisting of countries whose import history indicates that any

United States 'shipments of wheat, feed grains, cotton, and tobacco

under the barter program can be assumed to represent additional

marketings; that butter, cheddar cheese, and nonfat dry milk could

be shipped to all countries, with-the exception of nonfat dry milk

to Mexico, without any showing by barter contractors that the ship

ments represent additional business; that Group I and Group II

listings are revised quarterly; and that consideration would-be

given to the barter of other agricultural commodities as they be

come available in eee inventory.

The requirement that each barter contract contain a s-pecific

designation of the agricultural commodity involved in the transac

tion was replaced by a requirement that this information be fur

nished before shipment. The contractor must accept commodities

that are available for barter and must export them to approved des

tinations. Approved destinations are those countries on the ·Group

I country listing current at the time of shipment and Group II

countries which, upon request of the contractor, have been approved

in writing by eee as export destinations for specific shipments.

Such approvals will be given only in advance of shipments and

after the contractor has furnished eee with the documentation re

quired to assure that the exports will result in a net addition to

United States exports that would otherwise be made.

In order to guarantee that barter commodities move only to ap

proved destinations, barter contractors were required under the
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new procedures to post irrevocable dollar letters of credit for

the acquisition value of commodities delivered under the contracts.

Certificate of Additionality

In addition to the above requirements and the other basic re

quirements of the barter program as announced May 28, 1957, the

procedures announced December 24, 1957, provide that a barter con

tractor who desires to export wheat, feed grains, cotton, or to

bacco to Group II countries should submit a written statement by a

responsible official of the importing country that the commodities

to be imported will be a net addition to United states exports.

CCC reserves the right to review and determine the SUfficiency of

such certificates. The Barter and Stockpiling Division, CSS, and

the Additionality Committee review the certificates. Some of the

things taken into consideration are past, present, and anticipated

United States marketings of agricultural commodities for dollars.

The required statement by a responsible official of a Group

II country which is importing barter commodities must be counter

signed by an official of the Washington Embassy of the country.

Determination of commodities and Quantities
available for barter

The commodity divisions of CSS recommend to the Deputy Admin

istrator for Price Support the commodities and quantities inCCC

inventories that can be bartered for materials. The Deputy Admin

istrator for Price Support, in consultation with the General Sales

Manager, reviews these recommendations to ascertain whether the

barter of any of the commodities would interfere with cash sales

and whether any of the commodities are needed by AMS for domestic

donation programs or for a specific ICA relief program determined



165

by him to be of higher priority than barter. The Deputy Adminis

trator approves .all commodities determined by his review to be

eligible for barter· and notifies the Office of the General Sales

Manager and the BSD of' such action. Commodities eligible for bar

ter are included in the monthly sales list issued by CCC for the

information of the United States export trade.

Listing of materials ·to be acquired through barter

The listing of materials wh~ch may be accepted in barter

transactions is governed by directives of GSA and other Government

agencies concerned and by the lists of materials for the supple

mental stockpile which formerly were approved by the Secretary of

Agriculture but are now submitted by the Secretary to the Presi

dent for approval.

These lists are prepared by BSD and are reviewed by the Sup

plemental Stockpile Advisory Committee on Barter. The Associate

Administrator, CSS, reviews them and sends them to the Secretary

of Agriculture for concurrence and transmittal to the President

for approval.

Public announcement of intention to barter

Upon receipt of a procurement directive from the Office of

Civil and Defense Mobilization or another Government agency or

when advised by the Deputy Administrator for Price Support that

agricultural commodities are available for barter for materials,

BSD drafts an announcement of the agricultural commodities avail

able and the strategic or other materials desired. The announce

ment invites offers from United States export-import firms to fur

nish the desired materials and to accept agricultural commodities

as payment under a contract to be entered into with CCC.



This announcement is ,approved by the Director, BSD, and is

sent through 'channels for concurrence and issuance. After ap

proval by the Secretary's office, the announcement is released to

the press and is made available to interested persons or firms.

Review and development of an offer to barter

An offer to barter is reviewed and developed in BSD by a nego

tiator or barter specialist who is familiar with the procurement

objective for which acquisition of the material is being consid

ered by eee.

An offer must be in writing and must state unconditionally

that the offeror desires to furnish foreign-produced materials, or

unde'r certain conditions materials produced in the United States,

required by eee and to accept in payment for the materials their

equivalent value in eee-owned agricultural commodities. The offer

must be accompanied by detailed information on the origin of the

material, including the name of the supplier and the supplier's

production and prior industrial performance under Government or

other contracts, together with specifications, available quantity,

exchange value (price), and delivery schedules for the material

offered.

Offers by importers who are determined by BSD to be respon

sible and capable of making delivery of the req~ired quantity and

quality of material desired are submitted by BSD to GSA or other

agency concerned for a technical review under the specifications

and other agency criteria applicable to the proposed transaction

and for price for the material if it is acceptable., Results of

the review are reported in writing to BSD which informs the
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offeror. Further negotiations with the offeror are subject to his

acceptance of the exchange value fixed by the agency or proposing

an exchange value acceptable to BSD and the agency concerned. The

offeror must meet any objections concerning the material which

arise in the technical review by the agency or BSD.

When the BSD staff assistant and the offeror are in agreement

on the terms and conditions of the offer and the provisions to be

included in a formal contract, the staff assistant prepares an ac

ceptance telegram and in some instances submits a summary of the

agreement for review by the Director, BSD, and for final action by

the ,Executive Vice President of CCC, whose acceptance of the offer

is conditional upon the execution of a formal contract between CCC

and the offeror embodying general terms and conditions applicable

to all barter transactions and special provisions applicable to

the particular offer. The notice of acceptance is telegraphed to

the offeror who must confirm the acceptance within a specified

time.

Preparation and review of barter contracts

Following an offeror's confirmation of conditional acceptance

of the offer, a staff assistant in BSD prepares a draft of con

tract which the Director reviews and sends to the Fiscal Division

and the Office of the General Counsel for further review and con

currence. The staff assistant works with the Fiscal Division and

the Office of the General Counsel in the review and makes any re

quired revisions in the contract before the Director, BSD, sends

it to the offeror for signature. If the contract is signed and

returned by the offeror, the Director submits it to 'the Executive
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Vice President, CCC, for signature. BSD retains one of the three

signed copies' of the contract for its Contract Administration

'Branch, returns one to the contractor, and sends the til:aird·· to the

Fiscal Division. Unsigned copies are furnished to GSA, CSS com

modity offices, and other agencies concerned.

Contract administration

BSD, in collaboration with the Fiscal Division, the CSS com

modity divisions and offices, and other Government agencies co~

cerned, supervises the administration of barter contracts. Inter

agency procedures provide for close day-to-day working relation-
, I.

ships in the exchange of information and the maintenance of

cont'rols to assure that thel provisions of the contract are complied

with.

BSD records and assigns a number to each offer to barter upon

its conditional acceptance and, when the offeror is authorized to

acquire commodities prior to the execution of the formal contract,

BSD notifies the commodity offices. The commodity offices: do not

normally deliver commodities until the offeror has furnished ac-

ceptable financial assurances. When commodities ar~ withdrawn un-

der a proposed contract but no formal contract is signed, BSD no

tifies the appropriate commodity office and the Fiscal Division.

If th3 commodity office determines that commodities delivered were

not exported to approved destinations, the Fiscal Division takes

appropriate action in Washington or through the commodity office

to liquidate the amount due CCC as damages under the terms and con~

ditions of the applicable announcement.
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BSD may approve any firm designated by a contractor to act as

his agent in handling commodities in compliance with the barter

contract. Notice of any such approval must be given to commodity

offices and the FiscaT Division.

Contractors are required to put up cash or financial assur

ances acceptable to CCC to cover the value of materials to be de

livered under barter contracts and the liquidation of damages.

This coverage is reduced as materials are delivered and accepted.

The Fiscal Division approves, controls, and releases all financing

arrangements relating to barter transactions. BSD advises the

Fiscal Division of any noncompliance of barter contractors which

give rise to monetary claims.

The commodity offices make deliveries of eligible commodities

for application to barter contracts and advise BSD and the appro

priate commodity divisions. BSD approves the application of a

delivery of commodities to a barter contract and notifies the ap

propriate commodity office which, in turn, confirms the sale 'to

the contractor.

BSD furnishes commodity offices with current information con

cerning approved export destinations, including case-by-case ap

provals by CCC, in advance of export, and general authorizations

by which CCC has given prior approval for export of a particular

commodity to any of the designated countries for that commodity.

Commodity offices must determine whether commodities sold and de

livered for application to barter contracts are exported to ac

ceptable destinations for the particular commodity and must report

such compliance or noncompliance to BSD. Failures to export
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commodities as prescribed in the contracts are reported by BSD to

the Fiscal Division for appropriate action to collect amounts due

CCC as liquidated damages. BSD determines whether contractors ac

quire sufficient commodities by dates fixed in their contracts and

export the commodities to approved destinations. When a contractor

has met its contract obligation, BSD notifies the Fiscal Division

that no further deliveries of commodities are necessary. If, how

ever, a balance of commodities is deliverable, BSD advises the, con

tractor where it may acquire the commodities and informs the Fiscal

Division and the appropriate commodity office of the action taken.

Failure of a contractor to obtain such balance is reported by the

commodity office to the Fiscal Division which takes appropriate

action against the contractor's letter of credit or other finan

cial assurance.

BSD is kept currently advised of the quantity and value of ac

ceptable materials delivered under each barter contract and is fur

nished'documentation evidencing that shipments were made in compli

ance with the Cargo Preference Act (46 U.S.C. 1241(b)), together

with information relating to any claims for carrier or contractor

liability incident to such deliveries. BSD also receives contrac

tors' invoices covering materials delivered under barter contracts,

together with related ocean bills of lading and other required

documentation. BSD analyzes reports and invoices, checks them

against BSD records, and transmits them to the Fiscal Division

where they are used as the basis for determining credits to be es

tablished in favor of the contractors. The Fiscal ,Division estab

lishes and controls all credits for the exchange value of
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acceptable materials delivered by contractors and notifies the

contractors and the banks which issued letters of credit.

BSD determines' when a barter contract is complete and no

tifies the Fiscal Division which then prepares a summary statement

of financial transactions under the contract and makes final set-

tlement with the contractor.

Disposition of materials acquired through barter

Periodically BSD prepares a letter for the signature of the

Executive Vice President, CCC, to the Administrator, GSA, in which

CCC expresses its intention to transfer to the national stockpile

the strategic materials which have been acqUired for this purpose.
f

The written confirmation by the Administrator, GSA, is referred to

the Fiscal Division which prepares an invoice for the material and

sends it to GSA for reimbursement to ece of the value of the mate-

rial transferred.

BSD prepares quarterly a letter for the signature of the Exec

utive Vice President, CCC, informing the Administrator, GSA, 'of

the transfer of specified materials to the supplemental stockpile ..

Materials, goods, or equipment acquired for other agencies

are either delivered to the agency at the port of entry or taken

up in CCC account and held.until disposition can be made on a reim

bursable basis.

Changes in the barter program
effective November l~, 1958

The Department of Agriculture made changes in the barter pro-

gram on November l~, 1958, to implement Public Law 85-931, ap

proved September 6, 1958 (72 Stat. 1791). The anno~ncement said
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that the changes were effective immediately with respect to new

barter offers and that ,provisions of previous programs would con

tinue to apply to existing barter commitments.

CCC Docket CZ-22lf, which established the new CCC barter pol

icy, together with related memorandums, is included in appendix J, '

page 535.

Under the modified program, barter contractors were no longe~

required to obtain Jlcertificates of additionalitY"--that is, writ

ten statements by responsible officials of importing countries

. that the commodities to be imported will be a net addition to

United States exports to the recipient countries. The modified

,barter program, however, included other measures to assure'protec-,

tion of the national interest of the United States, to safeguard

United States usual marketings, and to prevent undue disruption of

wor~d prices. or replacement of cash sales for dollars.

To expedite barter transactions, three classifications of ac

ceptable barter Qutletsfor agricultural commodities were set up.

These classifications, based on an analysis of the then current '

economic and financial conditions and historical dollar marketings

of United States agricultural commodities abroad, were designated,.'

"A," "B," and "C." Each designation involves a combination of a.ri.
importing country and,a specific agricultural commodity or group

of commodities. An "A" designation indicates a higher potential

as a dollar market thana JIB" designation, and a "B" higher'than,

a 'IC. 'I

A country could be designated nAif for one commodity andJ'B"

or "C" for another. For example, wheat'" cotton, and tobacco;

172.



transactions involving Portugal were in the "A" category, whereas

rice and feedgrain barter arrangements were in the "B" classifica

tion. Any country not specifically listed was classified as "(}U

for all commodities except. rice.

A complete list of the commodity-country designations, which

were' to be revised from time to time as necessary, could be ob

tained from the Barter and Stockpiling Division, Commodity Stabili

zation Service, Room 3725, South Building, United States Depart

ment of Agriculture, Washington 25, D.C.

Barter contracts involving either an "A" or a .liB" commodity

country designation could be either "bilateral" or "multilateral"

but not "open end." A .IIbilateral" contract is one under which the
..

agricultural commodity moves to the same country from which the ma-

terial comes. Under a "multilateraI11 contract the material may

come from a country other than the one to which the agricultural

commodity moves, but the importation of the material must be tied. ,

directly to the agricultural export through auxiliary transactions

involving named third countries. The contractor was required to

specify in advance all countries which would be involved and the

commodities which would move to or from each country.

Also, for any Jlmultilateral" or "bilateral1' contract involv

ing an "A" designation, the Department would reasonably satisfy it

self, on the basis of data presented by the contractor or developed

by the Department,that usual United States marketings would' be

safeguarded and that undue disruption of world market prices and

replacement of cash sales for dollars would be prevented. In a

Ubilateral" or "multilateral" contract involving a "B"
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commodity-country designation, no data in addition to specifying

the countries and commoditie~ involved in the transaction were·

required.

Barter contracts involving only"C" commodity-country designa-

·tions may be "open end"--that is, the commodity to be exported and.

the country of destination need not be named in advanc~, and the

material to be imported may be from any source country in the free

world.

The fallowing agricultural commodities were listed by the De-
I

partment as eligible for barter:·cbtton, tobacco, rice (limited

quantities), wheat,corn, oats, barley, sorghum grain, butter, and·

nonfat dry milk.

time.

This list was subject to change from time to
-,...~--......

\

The President designates the materials acceptable under bar~

ter contracts in a letter to the Secretary of AgricUlture. Reason

able limitations may be placed on the acquisition of any of these

materials. Additions and changes are made in this·list from time

to time.

CCC's ability to conclude barter arrangements depends at any

one time upon such factors as United·States national interest, ex

isting commitments, requirements, and market conditions. There

fore, the fact ~hat a material can- be c.onsidered by: CCC does not

necessarily·mean that it .willbe accepted. Likewise, "bilateral"

and "multilateral" barter transactions, as outlined above, will be

preferred to "open end" transactions.

Under the rev.ised program, foreign-produced mate~ials ac

quired under barter may~e processed in the United states under

"bilateral" or "multilateral" type of barter transactions when
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(1) in the case of a "bilateral" transaction, an exchange value of

the agricultural commodity approximately equal to the exchange

value of the proces'sed materials being acquired will be exported

to the source country of the raw material involved or (2) in the

case of a "multilateral" transaction, an exchange value of the ag-

ricultural commodity approximately equal to the exchange value of

the processed materials being -acquired will be exported to an eli

gible country or countries specifically participating in the "mul

tilateral" transaction. The same requirements apply to processing

in foreign countries, under "bilateral" or J'multilateraP' type of

barter transactions, if the processing country is not an approved

recipient of the agricultural commodities designated in the pro

posed parter arrangement.

Other general barter requirements are applicable to the modi

fied barter program. These include, among others, customary bar

ter contract provisions prohibiting the transshipment of the.agri

cultural commodities from the approved import destinations, the

posting of letters of credit for commodities received in advance

of materials deliveries, paYment of interest on the value of such

commodities, and shipment of at least 50 percent of the materials

involved on privately owned United States-flag vessels.

Text of the communication from President Eisenhower/to Secre

tary Benson follows:
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THE WHITE HOUSE

Washington, November 11, 1958

Dear Mr. Secretaryz

Your letter of September sixteenth points out that Section 303 of
the Agricultural Trade Development and Assistance Act-of 1954, as
amended by the last Congress, provides for the designation by the
President of the materials that may be acquired through barter
transactions. . .

Attached to ,this letter is a list of materials which, on the rec
ommendation of your Department, I hereby designate as eligible
for acquisition through transactions authorized by'Section 303 of
the Agricultural Trade Development and Assistance Act of 1954, as
amended •. In addition, I hereby designate· as eligible for acqui
sition such materials as maybe procured .from abroad from time
to time for the strategic and critical materials stockpile byor
der of the Director of the Office of Civilian and Defense Mobili-
zation. ..

Since you retain responsibility for actual barter transactions, I
request that you continue to take the lead in recommending materi
als to be designated and that you continue to consult· the appro
priate agencies in order to assure a broad and flexible considera-
tion of the problems inherent 'in this program. .

Unless there is a net gain to the United States from the exchange
of surplus domestic agricultural commodities for these foreign
materials, the national. interest does not lie in the accumulation
of additional amounts of commercially available materials on the
attached list for which there is no current or prospective govern
mental need. Therefore ,the practice of approving only those baIl-··
ter transactions that will expand total exports of surplus agri
cultural commodities without disrupting world markets.should be
continued.

Sincerely,

(signed)

DWIGHT D. EISENHOWER

The Honorable Ezra Taft Benson
The Secretary of Agriculture
Washington 25, D.C.
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MATERIALS WHICH MAY BE ACQUIRED FOR THE SUPPLEMENTAL
-STOCKPtLEf THROUGH BARTER OR EXCHANGE TRANSACTIONS

APPROVED- BY THE SECRETARY OF AGRICULTURE AS AUTHORIZED
BY SECTION 303 OF THE-AGRICULTURAL TRADE DEVELOPMENT

AND ASSISTAN~E ACT OF 1951+, AS AMENDED.

Abrasives, Crude
Aluminum Oxide _

Antimony

Asbestos:
Amosite
Crocidolite

Bauxite
Surinam
Jamaican
Refractory

Beryl-
- (hand-cobbed only) .

Bismuth

Cadmium

Chromite
Metallurgical
Refractory
Chemical

Columbite

Cryolite

Diamonds & Bort

Ferrochrome

Fluorspar
Acid
Metallurgical

Lead

Manganese
Battery Grade

(Commercial)
Battery Grade

- (Natural Grade A)
Chemical Grade

Type A
Chemical Grade

Type B

Mercury

Mica:
Muscovite Block
Muscovite Film
Muscovite Splittings

Nickel

Palladium

Quartz Crystals

Ruthenium

Selenium

Silicon Carbide

Tantalite

Tin

Zinc
J
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.Internal audits· under title III

The Internal Audit Division of CSS audits operations gf co~~ .

modlty offices, ASC county offices, the Barter and Stockpiling

Division, the Fiscal Division, and related CSS divisions.

Prior to January 1957 the ASC State offices were. responsible

for the audit of all ASC county offices and the coverage by the

Internal Audit Division was limited to approximately 10 percent

of the county offices. The Administrator, CSS, delegated author~

ity to the Internal Audit Division on January 16, 1957, for the

complete audit of ASC county offices. The Director, Internal Au

dit Division, has advised us that ASC county,of~ices have .been

taken over for complete audit and that audits are being made in

accordance with prescribed CSS audit procedures.
I,

Commodity offices are audited on an account segment basis or

an operational basis rather than on a program basis. For in

stance, all accounts receivable, sales, and claims are audited

without regard to the program that may be involved.

The CSS audit program, approved December 14, 1956, requires

that an audit of the barter and exchange program be made at least

once a year, including review of applicable legislation, policies,

procedures, instructions, and other pertinent material.

Representative reports by the Internal Audit Division indi

cate that the audit of the'Barter and Stockpiling Division in

cluded an evaluation of the methods and functioning of the diyi

sion covering (l)"a survey of barter transactions and test of
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selected contracts, (2) a determination of the basis of offer and

acceptance and verification of the offer price for materials,

(3) the ascertainment of ~hether there were time lags in prepara

tion of contracts, (4) a verification of accuracy of exchange

prices and confirmation that the Government's interests are pro

tected, (5) an analysis, a study, and determinations relating to

inventory management of materials received by barter ,and ex

change, (6) an examination of contractual relat~ons between eee
and GSA in the handling and management of strategic and nonstra

tegic material inventories, (7) an analysis of factors of dete

rioration of stockpile items, and (8) the ascertainment of how

customs clearance duties are arranged for imported materials.

Reports of audits of the Fiscal Division covered review of

accounts, records, and instructions including (1) analysis of

program balances in Account 1803 (Accounts Receivable--Othe~s)
, '

and balances shown in exchange contract working papers, (2) ex

amination of closed contracts and reimbursements to cce from

other Government agencies, (3) determination of whether storage

charges are paid by contractors who exceed free storage period

for agricultural commodities exchanged under contract, and (4)

examination and verification of the accuracy of barter transac

tion computations, (5) analysis of inventories shown in the ccc
"Statements of Financial Condition and Operations" by item and

account, (6) stUdy of inventory increases and decreases, (7) de

termination of the adequacy of procedures, (8) comparison of

data reported for journal vouchers (form 3 raport) and the
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ledger accounts., (9) examination of the recording of inventories

in Control Account 2209, Inventory--OtherCommodities and in

their separate subsidiary accounts, and (10) verification of the

allocation and the accuracy of proration of costs for each inven-

tory.

The Internal Audit Division of AMS audits domestic fOod do

nation activities of the Area Offices of the Food Distribution

Division under section 302, title III, of Public Law 480. It

does not audit food donations 'for foreign distribution. The au

dit by rCA of foreign donation activities' is discussed on pages-,'

237 to 238.
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INTERNATIONAL COOPERATION ADMINISTRATION

RESPONSIBILITIES OF THE
INTERNATIONAL COOPERATION ADMINISTRATION
UNDER PUBLIC LAW 480

The International Cooperation Administration (ICA) is respon

sible for activities under the Agricultural Trade Development and

Assistance Act of 1951t (7 U.S.C. 1691) as .follows:

1. Assisting in the development and administration of Public
Law 1t80 programs in coordination with the Mutual Secu~ity
Program and United States foreign policy.

2. Using foreign currencies to carry out responsibility dele
gated to the Department of State under section 101t(c) of
the act, for the procurement of military equipment, mate
rials, facilities, and services for the common defense.

3. Using foreign currencies, pursuant to section'lOIt(d) of
the act, for financing the purchase of goods and services
for other friendly nations~

It. Sharing with the Export-Import Bank of Washington the re
sponsibility for the use of foreign currencies, pursuant
to section 101t(e) of the act, for promoting balanced eco
nomic development and trade among nations.

5. Using foreign currencies, pursuant to section 101t(f) -of
the act, for United States obligations abroad which ICA is
authorized to pay.

6. Using foreign currencies, pursuant to section 101t(g) of
the act, for loans to promote multilateral trade and eco
nomic development.

7. Performing the functions conferred. upon the President by
title II of the act which authorizes the use of commodi
ties held in stock by CCC to help friendly foreign people
to meet ·famine or other urgent or extraordinary relief re
q~ir·ements. .'

8. Assisting the Department of Agriculture in the development
and administration of programs under title III for the do

. nation of surplus foods to assist needy persons outside
the United States.

In addition to the delegations of authority in Executive Or

der 10560 of.September 9, 1951t, as amended, the 'President directed
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the Secretary ofAgricultur~ to utilize to the maximum extent prac

ticable the facilities, services, and experience of the Foreign Op

erations Administration (now rCA) in order to coordinate most ef

fectively the various agricultural surplus disposal programs

. abroad.

ORGANIZATIONAL COMPONENTS
PERFORMING PUBLIC LAW 480 FUNCTIONS

The International Cooperation Administration, 'a semiautonomous

unit of the Department of State, was established by.the Secretary

of State under authority of the Mutual Security Act of 1954- and

Executive Order 10610 of May 9, 1955•. It succeeded the Foreign Op

erations Administration which had'been established in August '1953,

to absorb into a. single entity 'th~,a.ctivities previously acimirtis-
. . . '. : .. ' . , ~ ,

tered by the Director of Mutual Security,. the Mutual Security

Agency, the Technical Cooperation Administration, ..andthe Insti-
.' .

tute of Inter-American Affairs. .,

The rCA headquarters office·in Washington, D.C. (ICA!W),·in-.

eludes offices of the Director (D/rCA), the Deputy Director
. '.

(DD/lCA), the General Counsel (GC), and the Deputy Directors for

Program and Planning (DD/P) ,Operations, (DD/O), Management (DD/M),

Congressional Relations (DD/C), and Pr!:vateEnterprise (DD/PE).

The Assistant DeputyDirector~-Controlier(M/CQNT), the As

sistant'Deputy Director--Administration (M/A),andthe Assistant

Deputy Director--Personnel (M/PERS) are subordinate to the Deputy

Director for Management •

. Under the Deputy Director for Operations there are 2 Assist

ant Deputy Directors, 10 technical services offi~es, 4 regional
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registration and facilitates t~eJorganization of voluntary assist

ance resources and their administration abroad.

The Voluntary Foreign Aid, star'r' (O/VFA) ,under the Deputy Di-
"rector for Operations, provides staff services fqr the Advisory

Committee .on Voluntary Foreign'Aid, and the director of the staff

serves as Executive Director 'ex' officio ,of the Committee. AlSO,
.'

the staff has primaryresponsibility for the Mutual S,ecurity and

Public Law 480 ocean freight programs, applicable to voluntary

agency overseas shipments.

An organizational chart of :tCA i.~ :i,ncluded in appendix C, page 489.

Most of the organiz'ational units of ICA' participate in the de-
,.\. '.' : - '.

velopment or' op~ration of pr<:>gbams under Public L~w 1.i-.80~ For ex-

ample, the regional offices: and country missions 'have important re-
, ,

sponsibilities in' the initiation; development, and execution of

programs in cooperation with the, participating countries.

The Deputy Director forOperati.ons is the rCA representative

on the Interagency Committee on Agricultural Surplus Disposal

(known as the Ft~cis C~mmittee),and the Director of the Office

of Food and Agriculture,is'his alternate.' The Francis Committee

determines policies governing the disposal of United States sur

plus agricultural commodities abroad, provides guidance to the In

teragency Staff Committee on Agricultural Surplus Disposal (ISC)

in its operating procedures, and develops and considers proposed

legislation on matters affecting agricultural surplus. disposal.

In addition to its work on the Francis Committee, the Office

of Food and Agriculture has primary responsibility (1) for analyz

ing and coordinating the ICA position on policies and programs to
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be considered by the Francis Committee and the ISC, (2) for repre

senting ICA at meetings of the ISC, (3) for preparing material on

Public Law 480 programs administered by ICA, for inclusion in the

President's reports to the" Congress and for presentation to con

gressional committees considering Public Law 480 legislation, and

(4) for developing and administering programs under title II and

foreign donations under title~III.

ACTIVITIES AND PROCEDURES OF ICA UNDER TITLE I.

The activities and procedures of ICA in title I, Public Law

480, programs are discussed below.

Initiation and development of ICA programs

ICA prepares, about a year in advance of appropriation author

ization, what it believes to be a desirable world-wide ICA program.

The program contains Public Law 480 program components which are

examined in relation to the Mutual Security Program. ICA initi

ates, develops, and conducts its Public Law 480 programs in coor

dination with the over-all ICA program. The ICA program cycle

starts in the period from June to August, when ICA/W requests the

USOM's to submit programs for the budget year.

Policy guidance and procedural instructions
for development of ICA programs

The Director of ICA furnishes policy guidance and procedural

instructions to the directors of all USOM's for the development of

ICA programs. The guidance and instructions are contained in:

;1-. An ICA Manual Order entitled uICA Programming Process."
This document, with revisions from time to time, is a man
ual for use by field personnel in preparing the annual pro
gram submissions and by Washington Office personnel in re
viewing the programs.
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2. A document issued by the Coordinator of the Mutual Secu
rity Program, Department of State, which sets forth gen
eral assumptions and policy guides for the development of
programs and bUdget estimates.

3. A memorandum from the Director of rCA to the directors of
all USOM's which transmits items 1 and 2 and includes ad
ditional guidelines and instructions of the Director.

Preparation'and maintenance
. of country program book

rCA instructions for the program process require each USOM,

or other field office or representative of rCA, where t~ere is no

USOM, to prepare and maintain a country program book. The country

,program book is the USOM's central planning vehicle and, as such,

represents a continuous record of the evolution of a country's pro

gram. rt contains the USOM's proposals to rCA/W with respect to

programs for the budget year and estimated projections of future

program levels. The book is required to be updated to the extent

nec~ssary for submission to rCA/W.

The country program book serves these maj or purposes:, (1)

program planning, (2) Washington review of the program, and (3)

congressional presentation of the program and budget estimates.

Also, it is reviewed in conjunction with rCA/W approval and amend
\.

mentof programs and with USOM implementation and' control of pro-

grams.

How budget year programs are
analyzed. reviewed. and coordinated

From about August to October as the USOM program submissions-

i.e., the country program books--arrive. from the field, the Dep

uty Director for Program and Planning (DD/P) has them reproduced

and distributed to all rCA subdivisions, to the Departments of
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state and Agriculture, and to other Government agencies which have

an interest in the programs. Action copies of the submissions go
.

to the Office of Deputy Director for Operations (DD/O) where they

are analyzed and reviewed by the regional offices, in appropriate

consultation with other Government agencies and organizational

units of rCA!W.

For a program in which defense support or special ass.istance

financing is proposed, the country program book is prepared and

submitted to lCA!W in two stages. The first submission includes.

sections of the country program book which are essential to the re

view of the country aid level proposed. The second submission con

tains the detailed program composition and supporting material" A

Washington decision is made on the world-wide aid total for techni-

cal cooperation programs.

The aid level review is concentrated on major policy issues,

proposed country levels of aid, and the specific.factors entering

into the determination of aid levels. The Deputy Director for Pro

gram and Planning, rCA, holds interagency hearings on the basis of

which he submits recommendations on policies and aid levels to the_

Director of lCA for his decision and subsequent submission to the

Coordinator of Mutual Security in the State Department for review •.

When appr~ved by the Coordinator, the proposed levels of aid are

submitted, along with the other portions of the.Mutual Security

Program, to the Bureau of the BUdget as the lCA-administered eco

nomic assistance requirements under the Mutual Security Program in

the bUdget year.
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The Bureau of the Budget reviews the request for funds and ap

proves levels for the major components of the Mutual Security Pro

gram. The final set of Mutual Security Program component figures,

i.e., military assistance, defense support, and Development Loan

Fund,is usually. a compromise decided by the President himself.

The aid levels approved by the Coordinator are communicated

to the USOM's which complete the remaining sections of the country

program books and submit them to ICA/W for review for program con- ..

tent. Country program submissions which consist solely of techni

cal cooperation are reviewed in their entirety in the second stage •

. When the ICA!W review has been completed and any necessary

decisions have geen made by the Director of rCA and the Coordina

tor, the USOM's are advised of approval of the composition of the

budget year program and are requested to submit such supplementary

or r.evised data as may be needed in the annual presentation to Con- .

gress.

rCA prepares the economic portions of the Mutual Security Pro~

gram for submission to the Congress and testifies before four con

gressional committees. rn presenting the over-all program, rCA 'ad

vises the committees how it will use Public Law 480 to help in

achieving the foreign policy objectives of the United States.

After Congress enacts legislation authorizing the Mutual Security

Program and makes an appropriation, the Bureau of the Budget appor

tions the funds" and rCA then begins to implement the .. Mutual Secu

rityProgram and to participate with other agencies in the develop

ment and administration of Public Law 480 programs. The Bureau of

188



the BUdget apportions Public Law 480 currencies to rCA after they

have been deposited and requested by rCA.

At any given time, ICA is working on different phases of 2 or

3 program cycles. For example, in June 1959, obligation of the

program for the fiscal year 1959 was being completed, the fiscal

year 1960 program was being explained to the Congress, and the fis

cal year 1961 program was in the planning stage. Several years

may'elapse from the time the call is made for the submission of a

. program until the administrative audit of fiscal transactions un

der the program is completed and the final voucher i,s. paid.

Review of Public Law 480 components--The rCA commodity ex

perts consult with the Department of Agriculture in regard to the

United States supply situation and other matters which affect the

value of a proposed Public Law 480 program.

The Chief, Public Law 480 Liaison Branch, Agricultural Spe

cialists Division, a/Food, who is the ICA representative on the In

teragency Staff Committee on Agricultural Surplus Disposal, re

views and coordinates with the Department of Agriculture, the De

partment of State, and the Bureau of the BUdget,.as appropriate,

the commodity estimates prepared by the commodity experts of

a/Food. To the extent possible, he also reconciles the estimates

with the regional offices. Differences of opinion within DD/a are

resolved by the Deputy Director for Operations.

The analysis of Public Law 480 programs is integrated with

the Mutual Securitylprogram review process, and Public Law 480 pro

gram decisions are related to Mutual Security Program decisions.

Important que'stions considered are (1) whether a Public Law 480
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program will make the Mutual Security Program more effective and

(2) whether, and "to what extent, a Public Law 480 commodity pro

gram can be substituted for parts of the Mutual Security Program.

When this process has been completed, DD/O advises the USOMls

of the title I,Public Law 480, estimates for the operational and

bUdget years. The USOMls are cautioned, however, that, although

the estimates have been discussed with other interested United

States agencies, the ISC must approve actual programs for negoti

ation. The Public Law 480 estimates may be used for planning pur

poses, but the USOM' s are not authorized to discuss them with the

host countries or to begin Public Law 480 program negotiations.
!

Mutual Security operational
program approval request

For guidance in preparing its request for program approval

for the operational year, each USOM receives copies of the final

congressional presentatiort document as approved by the Coordinator,

Mutual Security Program, and transmitted to the Congress~

Prior to enactment of legislation appropriating funds, ICA/W

instructs all USOMls to transmit formal requests for specific op

erational year program approval. This call for operational pro

gram approval requests is usually made at the beginning of the fis

cal year and now precedes the call. for the bUdget year program.

USOMls are required to submit, in a concise and primarily tabular

statement, a summary recapitulation of the program to be imple

mented during the operational year.
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Review and revision of
operational year programs

The country program book and supporting material used in pre

paring, reviewing, and coordinating the program for the budget

year are also used in reviewing, revising, and approving the pro

gram for the operational year. Although the programs for the

2 years are usually prepared ~y the USOM's before legislative ac

tion on the program for the operational year has been completed,

there is considerable time overlap of the reviews and revisions by'

lCA/W of the programs for the 2 years.

Messages are sent by the Dir~ctor to the USOM's' instructing

them to proceed with the approved programs. The messages contain

a paragraph relating to the Public Law 480 programs. They are pre-'

pared by the country desk officers, approved by the regional'direc

tor concerned, and presented in turn to DD/P, DD/O, D/lCA, and the

Coordinator for the Mutual Security Program.

rCA Manual Order 1021 provides guidance with respect to the

Washington review and approval process, including interagency hear

ings conducted by rCA in conjunction with the office of the Coordi

nator of the Mutual Security Program.

While the lCAprograms for the operational year are being re

view~d and r~vised, the Department of Agriculture, lCA, and other

members of- the lSC are developing proposed sales agreements; and

at the time rCA/W is sending instructions to the USOM's for the op

eratipnal year, the Department of State may be sending instructions

to American Embassies to proceed with the negotiation of sales

agreements. ,The USOM's and the agricultural attaches participate

in the negotiati~ns.
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Liaison between rCA/Wand the USOM's

Liaison between rCA/Wand the USOM's is maintained by these

methods:

1. Extensive use of cables and letters to explain parts of
the programs, make adjustments in the .programs, and clar
ify problem areas. These communications are prepared in,
or flow through, the offices of the regional directors.

2. Annual meetings of the directors of USOM's~ . The Director
and Associate Director of O/Food and the regional direc- .
tors attend these meetings, and the rCA Dir'ector generally
presides. Public Law 480 is discussed, and interpreted,
congressional intent is explained, and special problems
are reviewed.

3. Annual conference of rCA agricultural officers. At these
conferences Public Law 480 is discussed and interpreted,
technical aspects of particular programs are examined, and
possible adverse effect of Public Law 480 programs on

I country production is studied. These conferences are' con
ducted by the Director and Associate Director of O/Food.

4. Visits in rCA/W by the directors of USOM's. The directors
visit the ,Washington Office· once or twice a year to dis
cuss particular programs.

5. Field trips by rCA/W officials. Field trips by regional
directors and other officials permit on-the-spotexchange
of views, a close view of some of the problems, and dis
cussion of current and anticipated programs with officials
of countries involved.

Origin of title r sales programs
and their review by rCA

A proposal for a title r sales program may originate with a

foreign government, a United States field mission, or some· other

United States agency. Such programs are always reviewed by a

country team or council which usually consists of the USOM program

officer or USOM director, the agricultural attache,~d a repre

sentative of the American Embassy. The team studies a possible

program in relatioh to the needs of the country, the trade and de

velopment of the country, the United States foreign policy in the
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country, the uses that can be made of the local currency, the

other United states programs in the country, and any other matter

that seems substantially to affect the value of the program.

The agricliltural attache provides information and advice on

the commodities available, the quantities and qualities of the com

modities, the needs and tastes of the consumers, and domestic and

foreign agricultural problems. The USOM program officer or the

USOM director evaluates the economic and development needs of the

country and the merits of the proposed program as a component of

the total rCA program for the country. The Embassy representative

advises on the relationship of the program with United States for

eign policy.

How a proposal for a sales agreement
is submitted by the field mission

A program for a sales agreement is proposed in a joint mes

sage from the USOMand the American Embassy or a message from ei

ther the USOM or the Embassy. The Department of State distributes

copies of the message to organizational units in the Department

and to rCA and the Department of Agriculture. The message, or a

letter supplementing the message, furnishes the particulars on the

commodities to be programed, the justification for the program,

some of the proposed uses to be made of the foreign currency gen-

erated by the sales, the timing of the program needed from the

standpoint of United States foreign policy and other programs, and

other background information which may facilitate the determina

tion of the value of the proposed program.
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How ICA!W coordinates
a proposed sales agreement

All information received by rCA and the Departments of State

and Agriculture concerning Public Law 480 programs is coordinated

by exchange of copies of cables and other documents and by visits,

telephone conversations, conferences, and rsc meetings.

The preparation and coordination of sales agreements and ne-

gotiating instructions by the Department of Agricul'ture have been

discussed in the section of this report dealing with the activi

ties of that Department. Within rCA, the action copy of a communi

cation proposing a sale goes to the Public Law 480 liaison branch

of a/Food. The proposed program for the sales agreement is then

sent to all rCA 'subdivisions which have an interest in the program.

The commodity experts in a/Food analyze the program, taking into

consideration the importing country's consumer habits, its needs,

its exports and imports, the effect the proposed sale would have

on its markets and on the markets of other friendly countries, and

many other things which might affect the value of the program.

The area desk officer analyzes the program from the point of view

of its relationship and consistency with other United States pro

grams in the country, the division of local currency sales pro

ceeds among the various uses, and other considerations.

Representatives of a/Food meet with their counterparts in the

Department of Agriculture to exchange views on the program before

the Department submits the proposed sales agreement to rsc. The

meetings are usually attended by the chiefs of the commodity divi

sions of both agencies, the chairman of an rsc subcommittee, the

194



195

Associate Director of O/Food or his representative, and represent

atives of the Department of State and the Bureau of the Budget.

The Chief of Public Law 480 Liaison Branch, O/Food, repre

sents ICA at meetings of the Interagency Staff Committee on Agri

culture Surplus Disposal. Through consultations with appropriate

ICA organizational components prior to such meetings, the Liaison

Branch determines the ICA posftion on sales proposals and ascer

tains the latitude within the ICA position so that, to the extent

possible, differences of opinion between Government agencies may

be adjusted without further consultation. Any unresolved question

of unusual importance may be considered by the Director of O/Food,

the Deputy Director for Operations, and the ICA Director. Each of

these officers is authorized to make the determination unless he

believes that the matter should be submitted to a higher level of

~uthority.

When the Department of Agriculture drafts of a sales agree

ment and negotiating instructions have been approved by the ISC,

the Department of State initiates negotiations with the foreign.

government concerned. Usually, the Ambassador negotiates the

sales agreement, acting with the advice and participation of repre

sentatives of other agencies concerned, inclUding the USOM Direc

tor and an agricultural attache. If the sales agreement provides

for a loan under section 104(g), the USOM Director takes the lead,

under the Ambassador, in conducting negotiations simultaneously

with reference to the loan agreement in order to assure that the

terms and conditions of the loan, as well as ICA procedures for ad

ministering the use of the loan funds, are understood and agreed

to by the borrowing government.



Within ICA, the Departmen~ of State instructions to negotiate

a sales agreement have 'the prior approval of the liaison 'officer,

the Controller, and the area desk officer. If unusual elements

are involved, the Deputy Director for Operations may review and ap

prove the instructions. A similar procedure is followed in rep1y-'

ing to cables reporting on the progress of negotiations with the

foreign government.

In some instances, sales and loan agreements are negotiated

in Washington, D.C., by the Department of State. The ICA liaison'

officer, the area desk officer, and the Controller participate as

members of the negotiating teams.

·USOM responsibilities in the administration
of sales programs

The responsibilities of a USOM ih connection with advance

planning, review of actual program proposals, and negotiation of

sales and loan agreements have been discussed above. The responsi-

bi1ities of a USOM in the administration of the sales program are

chiefly concerned with the use of the foreign currency sales pro

ceeds planned for use by ICA, including sectiqns 10l.t(c), (d), (e),

and (g). The USOM is responsible for obtaining specific proposals

from the host government for the use of foreign currencies avail

able for grants and loans to that government and for the evalua

tion of these proposals (1) from the standpoint of their contribu

tion to the economic development of the country, including priori

ties in areas and fields of development progress, (2) from the

standpoiJ;lt of their relationship to, and '·consistency with, economic

dev.e1opment activities financed under regular ICA programs or from
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other United States or international sources, such as bank loans,

(3) from the standpoint of fiscal and operational feasibility and

prudence, and (4) wi thin general policies laid down by rCA/W., On

the basis of this review, the' USOM may approve such programs.

After the projects have been approved and funds have been al

lotted, the USOM is responsible for supervision, control, audit,

and reporting of local currency expenditure according to proce

dures based upon those applicable to the expenditure of Mutual Se

curity funds.

Uses of foreign currencies

Foreign currencies administered by rCA are programed for use

under procedures and controls which are basically similar to those

applicable to the Mutual Security Program. Although the Dep~rt

ments of Agriculture and the Treasury (Department of State employ

~es acting for Treasury) are responsible for the deposit of for

eign currency sales proceeds, USOM directors are required to ad

vise rCA/W of actual deposits for which rCA is accountable.

Allocation. apportionment. and
allotment of foreign currencies

The Bureau of the Budget allocates and apportions foreign cur

rencies under sections l04(c), (d), and (e) of the act. Foreign

currencies are available for loans under section l04(g) without

allocation-by the Bureau of the Budget, but they are subject to ap

portionment by the ,Bureau. These allocations and apportionments

are d~scussed on pages·333 to 339.

The rCA controller arranges for the allocations and apportion

ments to rCA .and allots the currencies to organizational units of

rCA.
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Foreign currency proceeds to be used for the purposes of sec

tion 104(c) and (g) and for the purposes of (d) and '(e) on other

than a grant basis are made available to ICA without regard to the

provisions of section 1415 of the Supplemental Appropriation Act

of 1953- In other words, they do not have to be purchased from

the Treasury Department. On the other hand, local currency pro

ceeds to be used on a grant basis for purposes of se~tion l04(d)

and (e) must be purchased from the Treasury.with Mutual Security

appropriated dollars unless a waiver is obtained from the Bureau

of the Budget. If such a waiver is not obtained, ICA does not be

come involved in Public Law 480 local currency allotments and ac-'

counting because the financial transactions are handled within dol

lar appropriation accounts. If local currencies are to be used

for purposes of section 104(d) and (e) on a loan basis, section

l4l~ does not apply and purchase from the Treasury with dollar

funds is not required.

The use of United States-owned foreign currency is subject to

the prior specific 'approval by the Director, ICA, of a program for

such use, except in cases ,Where authority to approve such programs

is delegated. Allotments of currencies are made by the Budget Di

vision, M/CONT, after program approval or delegation of authority
I

by the Director.

·Use of United states-owned foreign currency for the benefit

of the, c.ountry whose currency is to be used is classified by ICA

as project-type ~ssistance or budget. support. ,Allotments for non

project-type assistance including budget support are made to the

appropriate regional directors in terms of the currencies
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requested, in some cases the currency of a third country because

the currency will be used to finance triangular transactions.,

ICA Manual Order No. 741.6 provides a uniform Mission account

ing procedure for allotments of title, I foreign currencies which

have been allocated by the Bureau of the Budget to ICA without re

quiring dollar reimbursement to the Treasury for value of curren

cies received. The instructibns supplement joint Treasury-St~te

instructions which are issued or amended on an individual country

basis as Public Law ~80 agreements are entered into with the coun

try.

Information on the procedures ICA has developed for the use

of foreign currencies under section 104(c), (d), (e), and (g) of

the act is shown below. The procedures will be modified und~r the

policies announced and/or recommended in the President's 1961

bUdget message, extract from which is included as appendix Q, page

611.

Section 104(c)--procurement
for the common defense

Section 104(c) of the act provides for the use of foreign cur

rencies for the procurement of military equipment, materials, fa

cilities, and services for the common defense.

Executive Order 10560, as amended, provides that the purposes

of ,section 104(c) shall be carried out by the Department of De-

fense or the Department of State, as those agencies shall agree or,

in th~ absence of agreement, as the Director of the Bureau of the

Budget shall determine.
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Under Department of state Delegation of Authority No. 85-2 of'

September 4, 1957, the Director of rCA, under the direction and

control of the Secretary of State, was responsible for carrying

out the functions of the Department of State under section 104(c)

of Public Law 480. Delegation of Authority No. 85-3 of December 5,

1957, made the Deputy Under Secretary of State for Economic Af

fairs r~sponsible for coordinating the functions of rCA with the

other affairs of the Department of State. Delegation of Authority

No. 85-5 of February 3, 1959, placed rCA under the direction and

control of the Under Secretary of State for Economic Affairs and

delegated to him the responsibility for carrying out the functions

of the Department of State under section 104(c) of Public Law 480, .

and Delegation of Authority No. 85-6 of JUly 15, 1959, transferred

this authority and responsibility to the Under Secretary of State.

The -Under Secretary of State has directed that rCA continue to ex

ercise the authority, including carrying out the purposes of sec

tion 104(c), previously delegated to it pending formal delegation

of authority-.

The following table,extracted from the tenth semiannual re

port of the President to the Congress, shows the uses being made

of foreign currencies pursuant to section 104(c) of the act:
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Country

Amount.
planned
through
June 30,
lli2.

Amount al
located by
Bureau of

the BUdget
March 31,

1222 Purposes

(Thousand dollar
egu1valent)

Brazil

Chile

China (Taiwan)

Colombia

Iran

Japan

Korea

Pakistan

Peru

Philippines

Spain

Turkey
United Kingdom,

Vietnam

Total

$ 2,000

100

10,900

100

5,900

(a)

106,800

79,400

100

3,100

9,500

58,260
(a) .

3,000

$279,160

$ 1,701

87

10,800

59

5,861

(a)

106,130

57,452

100

50,694
(a)

$244,480

Approximately $3001°00 will
be required for the Inter
American Geodetic Survey
mapping projects in Bra
zil; remainder not yet
programed.

For Inter-American Geodetic
Survey mapping projects.

Projects for Chinese mili
tary forces.

For Inter-American Geodetic
Survey mapping projects.

Support of the military
bUdget of the Iranian
Government to purchase
specified items and
services, including food,
tires, batteries, and
other military equipment.

United States military fam
ily housing. (See 104(f)
currency uses.)

Support of Korean military
budget.

About 50 percent ,of these
funds have been programed
for procurement related
to base construction; 30
percent for support of
Pakistan defense bUdget;
remainder not yet appor
tioned.

For Inter-American Geodetic'
Survey mapping projects.

$2,100,000 for miscellane
ous procurement related
to base construction for
the Philippine Govern
ment.

For specific projects un
dertaken by Spanish Mili
tary Services in accord
ance with U.S. Department
of Defense authorizations.

For general defense support.
United States military

housing.
For support of Vietnam de

fense budget.

aCurrencies fpl',military family housing, originally reserved under 104(c),
are now accounted for under 104(f) together with other housing funds since
these are reimbursable uses.
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Programs, such as the Inter-American Geodetic Survey mapping

projects in Brazil, Chile, Colombia, and Peru, were developed un

der authority of the Secretary of Defense. Mutual Security Pro

gram support of the military budgets of friendly countries, such

as Korea and China (Taiwan), was provided by ICA.

All ICA programs under 104(c) have been grants, usually for

snpport of military budgets. Military budget support may also con

sist of grants of section 402 Mutual Security funds and releases

of country-owned counterpart funds. Ideas for currency uses may'

originate with military personnel, but the request for a grant is

made by the government of the country concerned.

The relationship between the agencies concerned with proposed

military budget support programs vari~s. In China (Taiwan), the

Military Assistance Advisory Group (MAAG) works with the represent...;

atives of China and a United States field mission, headed by the

Ambassador, which is known as the Mutual Security Mission to

Taiwan. MAAG screens the projects recommended 'by the Ministry of

National Defense. ICA is represented in Korea by an ICA Economic

Coordinator who until recently was responsible to the American Com

mander of the United Nations forces instead of the American Ambas

sador. The Economic Coordinator is responsible for matters .of an

economic nature for country and defense support. He is a member

of the Combined Economic Board which consists of a representative

of the. United States and a representat~ve of the Korean Government.

The. Combined Economic Board has subcommittees for over-all require

ments, financial aspects, engineering studies, commercial develop

ment and self-help, and relief and aid goods. Effective
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July 1, 1959, the Economic Coordinator was made responsible to the

American Ambassador instead of the Commander of United Nations
.

forces; other relationships between the agencies remain abou~ the

same. The rCA organizational unit in Korea is now classified as

a USOM.

Section i04(c) programs are usually submitted to rCA/Was com

ponents of the over-all rCA budget and operational year programs

for the countries involved. Advice of approval of a 104.(c) Ilro

gram is included in the message from the Director of rCA to the

field mission approving the rCA program for the country. The Com~

bined Economic Board advises the Korean Government of the approval

of 104(c) grants. rn other countries, the American Ambassadors ad

vise the cooperating country governments.

The programing and monitoring of local currencies applied to

military purposes are described on pages ~19 to 424.

Sectionl04(d)--purchase of goods
for other friendly countries

Section 104(d) of the act provides for the use of foreign cur-

rency for financing the purchase of goods or services for other

friendly countries. By Executive Order No. 10560 of September 9,

1954, the President delegated the responsibility under this sec

tion to the Foreign Operations Administration (now rCA), and by

Executive Order No. 10827 of June 25, 1959, he delegated this re

sponsibility to the Department of State.

The functions under 104(d) were delegated, effective June 25,

1959 (Department of State Delegation of Authority No. 85-8, dated

October 12, .1959), to the Under Secretary of State, who has
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directed that, pending formal delegation of authority, ICA con

tinue to perform these functions.

Some of the sales agreements provide that a designated amount

or percentage of the foreign currency generated by the sales may

be used for section 104(d) purposes. If the agreement provides

for such use of currency but does not specify an amount, ICA may

ask the Bureau of the Budget' to allocate currency which .is not ear

marked. As of June 30, 1959, $44.2 million equivalent of Publtc

Law 480 foreign currencies (at deposit rates) has been either spe

cifically earmarked or allocated under section 104(d) and authori

zations have been issued obligating about $30.8 million (at cur

rent exchange rates for exports) as shown in the table below.

Sales proceeds
Amount

(million
dollar

equivalent) .
Country (note a)

Purchases programed
Amount

(million
dollar

equivalent)
Country (note a)

Austria
Finland
Frahce
India
Italy
Japan

Total

$ 2.8
3.6

10.9
6.0

10.0
10.9

Burma
China (Taiwan).
India
Indonesia
Israel
Korea
Philippines
Ryukyu Islands
San Marino
Spain
Turkey
Vietnam

Total

Adjustment difference
in exchange rates

Total

$ 5.0
1.2
4.0
2.1
5.0
2.4
.5

3.3
.9

2.8
1.8
1.8

30.8

aThe dollar equivalent value assigned to sales proceeds, earmarked or
allocated, reflects deposit rates agreed upon atrthe!time the sales
agreements were negotiated. The dollar equivalent value assigned to
currencies programed for purchases reflects current exchange rates
for exports.
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It is the policy of the United States not to make advance com-

mitments either to use these foreign currencies for the purchase

of specific commodities. or to buy goods for a specific count~y.

Standards for the use of these funds, conforming as closely as pos

sible with commercial practices, are applied to avoid undue disrup

tion of normal trade patterns and to assure that purchases are

made at competitive prices.

Four ways to use foreign currencies--Foreign currencies may

be used under section l04(d) in four ways as follows:

1. By grant of foreign currency purchased by rCA from the
Treasury Department with appropriated dollars~

,

2. By grant of foreign currency allocated to ICA under author
ity of the President, delegated to the Bureau of the
BUdget, to waive the application of'section 1415 of the
Supplemental Appropriation Act, 1953, which requires, that
foreign currencies owned by the United States be used only
as authorized through the appropriation process.

3. By loan of United States-owned currency of one country to
another friendly country to finance the purchase of goods
or services in the country which issued the currency.

4. By sale, through arrangement with the Treasury bepartment,
of United States-owned l04(d) foreign currency for other .
foreign currency which is not less likely to be needed by
the United States within a few years. In this way the
United States may assist a third friendly country in ac~ .
quiring lo4(d) currency with which it can purchase needed
goods or services/ in the country which deposited the
l04(d) currency under the Public Law 480 program.

Office of Industrial Resources develops and coordinates cur-

rency uses~-The Office of Industrial Resources (O/IND), under the

ICA Deputy Director for Operations, has primary responsibility for

the use of foreign currencies under section l04(d). It is re

quired to develop ways and means of using the currencies to the

best advantage. When ICA is considering a proposed sales
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agreement, O/IND may initiate recommendations for currency uses or

its advice may be requested by the title I program, officer in

O/Food.
.

O/IND coordinates uses of foreign currencies acquired by

sales under section 402 of the Mutual Security Act (22 U.S.C. 1922)

through a committee chaired by the industrial commodity trade'

staff chief of O/IND. The committee includes four representatives

of the program offices, two representatives of the Controller's

office, and one representative each from O/Food, the Office of Gen

eral Counsel, and the Department of State. This committee also

considers the utilization of foreign currencies under section

104(d) of Public Law 480.

The ICA desk officers for the countries involved decide

whether to loan or grant foreign currencies which are available

for ,use under section 104(d). Their decisions are reviewed by

higher authorities in ICA and are subject to coordination by the

Department of State, which approves the aid levels for the coun

tries. On loans under section 104(d), O/IND is the principal coor

dinator with the other organizational units of ICA, the Bureau of

the BUd~et, and the Department of State. The final decision

within ICA is usually made by DD/O or D/ICA.

Procurement authorization application--A procurement author-

ization application by a country, with the data and justification

which are indicated on the application form prescribed by ICA, is

forwarded by the USOM to ICA/W. The ac~ion copy goes to the

country desk officer who sends it to O/IND. The ICA/W distribu-
.'

tionsection sends copies to other interested organizational units

of ICA.
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When the application comes to ICA it is in general terms. It

lists the code number for the group of items within which the re

quested item falls and shows the estimated cost of the item, ,the

intended use, and the justification. The item may be desired for

use in a specific project or for nonproject assistance which will

strengthen the general economy of the cooperating (purchasing)

country.

a/IND consults with other organizational elements such as the

country desk officers and a/Food. Views are exchanged with the
. .

USaM which furnishes any additional information needed. Clearances

are noted on the application by the USaM and the appropriate units

in ICA/W.

Foreign currency authorization-2Upon approval of a proc~re

ment authorization application, a/IND prepares a foreign currency

authorization on form ICA 11-39 and sends it to the ICA Controller

who issues it. The authorization is issued to the cooperating

country for procurement of goods or services in a specific source

.country unless the source country agrees that its currency may be

used to finance purchases in other countries. It describes the

goods or services and sets forth the general and special provi

sions applicable to the transaction. The goods or- services spec

ified in the authorization are determined on the basis of the

needs of the applicant. The cooperating '(purchasing) country is-

sues subauthorizations to its importers who 'conclude agreements

with exporters in the source countries.

The supplier of the goods or services is required to submit

a certificate on form ICA 11-38 which contains representations
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regarding the supplier's activities and his agreement to certain

conditions applicable to the transaction.

Payment is guaranteed in the currency of the source country

from United states-owned foreign currencies available .in lCA ac

counts. Upon request of the approved applicant, acting on behalf

of the purchasing count~y, lCA/W issues a foreign currency commit

ment to a United states bank which in turn issues letters of

credit through a correspondent bank in the source country in favor

of the supplier in that country. The bank is responsible for lCA

for. the expenditures made to the extent provided in the letter of

commitment and authorization. The supplier presents the required

documentation, specified in the authorization, to the foreign cor

respondent of the United states bank in the country in which the

procurement is made. One set of the documents is airmailed to the

Unit.ed States bank by the correspondent bank. Upon examination

and approval of these documents, the United States bank cables its

correspondent to make payment to the supplier. The correspondent

bank pays the supplier and presents one set of the documents spec~

ified in the authorization and letter of commitment to the Con-

troller of the USOM in the source country for reimbursement.

Section 104(e)--g~ants for
economic development and trade

Responsibility for the use of foreign currencies pursuant to

section 104(e) of the act, except to the extent that the section

pertains to loans by the Export-lmport'Bank of Washington, was del

egated to the Foreign Operations Administration (now lCA) by Execu

tive Order 10560 of September 9, 1954, as amended December 12, 1957,
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and to the Department of State by Executive Order 10827 of June 25,

1959. The Department of State functions under this section were

delegated to the Under Secretary of State (Delegation of Autl;Lority

No. 85-8), "who has directed that rCA continue to perform these

functions pending formal delegation of authority.

As of June 30, 1959, a total of $233.7 milli'on equivalent has

been set aside under section 104(e) for grants to promote balanced

economic development and international trade.

Policy governing use of funds--With respect to grants under

section 104(e) for economic development, the Presid~nt's ninth

semiannual report to the Congress on Public Law 480 activities in

cluded the following:'

"*** These grants will make it possible to support.
projects which are not suitable for loan financing, but
are nevertheless essential to sound economic growth.
Emphasis will be placed upon the use of these funds for
non-self-liquidating projects to develop human resources
and skills,. inclUding improvement and expansion of
h~alth and education programs. Countries will be en
couraged to use these grant funds to finance projects
which might not otherwise be undertaken. t1

The President's eleventh semiannual report to the Congress on

February 11,1960, pointed out that, because of provisions in

cluded in Public Law 86-341, approved September 21, 1959 (73 stat.

606), grant funds under section 104(e) ,or loan funds under section'

104(g) may not be allocated after June 30, 1960, for health and

education programs or to finance the preparation and distribution

of audio-visual materials unless provision is made in appropria

tion acts for these purposes.

209



Section 104(g)--loans of currencies
to foreign governments

Section 104(g) of the act authorizes the use of foreign cur

rencies generated under the act for loans to promote mUltil~teral

trade and economic development. Executive Order 10560 of Septem

ber 9, 1954, made the Foreign Operations Administration (now rCA)

responsible for administering this provision of the act. The

function, conferred upon the President, of determining the manner

in which the loans will be made was delegated to the Director of

the Foreign Operations Administration.

Executive Order 10827 of June 25, 1959, provides that the

purposes of section 104(g) shall be carried out by the Department"

of State and the Development Loan Fund as they shall agree. The

function of determining.them~er in Which the loans shall be .

made was delegated to the Secretary of State with respect to loans

made by the Department of State and to the Development Loan Fund

with respect to loans made by the Development Loan Fund.
I

The functions of the Department of State and the Secretary of

State under section 104(g) were delegated, effective June 25, 1959

(Department of State Delegation of Authority No. 85":'"8), to the Un

der Secretary of State, who has directed that, pending formal del

egation of authority, rCA continue; to perform the functions for

which'it was responsible prior to the issuance of Executive Order

10827.

Loan targets are fixed in sales agreements--Theloan targets

are determined by. the rsc but are negotiated with the foreign gov- '

,ernments which usually want large amounts set aside for this

210



purpose. Under Executive Order 10560, as amended, the amounts of

foreign currencies available for loans under section 104(g) are

the amounts thereof specified, or the amounts thereof correspond

ing to the dollar amounts specified, in the sales. agreements for

such loans. Although a few of the loan agreements have been nego

tiated in Washington, D.C., with representatives of borrowing

countries, most of them have been negotiated in the countries in

volved, under instructions issued by lCA/W.

Under sales agreements signed through June 30, 1959, about

$1.8 billion equivalent of foreign currency proceed~ may be used

for loans under section 104(g) to 30 countries. As of June 30,

1959, loan agreements have been made with 28 countries providing

for establishment of lines of credit in foreign currencies up to

about $1.65 billion equivalent as shown in the table below.
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Country

Argentina
Austria
Brazil
Burma
Ceylon
Chile
Colombia
Ecuador
Finland
Greece
Iceland
India
Indonesia
Iran
Israel
Italy
Japan
Mexico
Pakistan
Paraguay
Peru .
Philippines
Portugal
Spain
Thailand
United Arab Republic.
Uruguay
Yugoslavia

Total

January-June
1959

(million
dollar

equivalent)
(note a)

$

2.2

3.1

5.0b

1.8
114.6
7l.2c

(c)

49.lc

25.3
6.3

69.2

$382.5

, Total
(million
dollar

equivalent)
(note a).

$ 20.0
26.3

149.2
.17.3

2.2
31.7
25.3
7.2

19.0
37.4
5.7

383.8
73.2
2.5

93.8
81.2

108.9
13.6

·89.1
2.2

16.1
5.2
3.4

198.4
1.0

25.3
6.3

204.5'

$1,649.8

aUnless otherwise noted, the dollar equivalent value assigned to
foreign currencies covered by agreements reflects deposit rates
agreed upon at the time the sales agreements were negotiated.

bDoes not take into account an exchange loss of about $5.1 million
equivalent resulting from the devaluation of the finnmark.

cIncludes agreements signed pursuant to section 104(d) transac
tions .•

How loan agreements are made--The Deputy Director for Opera

tions (DD/O) has the primary responsibility fo~ negotiating loan
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agreements under 'section lO~(g). The Loan Administration Staff

drafts the loan agreements and negotiating instructions and coor

dinates them with the country desk officer in the regional o~fice

concerned and with the General Counsel and the Controller, to se

cure agreement on the adjustment of the legal, economic, and polit

ical circumstances in the particular country before instructions

are sent to the USOM by the Director of ICA.

The terms of the loan agreements vary in detail from country

to country. 'The principal terms, however, are usually covered by

standard provisions which have been developed over a period of sev

eral years, variations in which are made only in consultation with

and by advice of the National Advisory Council on International

. Monetary and Financial Problems (NAC).

When special problems or differences arise in negotiations

with representatives of a borrowing country, the USOM advises

ICA/W by cable and requests further instructions., After consult

ing with the NAC, DD/O accepts or rejects proposals of a borrowing

country for changes in the draft of loan agreement. All proposals

for substantial changes in the standard loan agreement are cleared 

with the NAC,. and all loan agreements are cleared with the appro-

.priate country desk officer, the General Counsel, the Controller,

and the Department of State.

When negotiation of the proposed changes has been completed

by the USOM or ICA/W, the Loan Administration Staff, DD/O, pre

pares the final draft of the loan agreement and a letter from the

Director of ICA to the Export-Import Bank of Washington (Eximbank).

In the letter' the Director (1) states that after consultation with
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the NAC a determination has been made to extend the line of credit

described in the loan agreement, (2) allocates a specified amount

of foreign currency, and (3) requests Eximbank to establish the
.

line of credit to implement the rCA determination. He also re-

quests Eximbank to arrange for the execution of the loan agreement.

The final draft of the agreement is cleared within JCA through the

country desk officer, the General Counsel, the Controller, and the

Deputy Director for Operations.

Until recently, the Director of rCA has advised the Ambassa

dor of the borrowing country, by letter, of the rCA authorization

to Eximbank to enter into the loan agreement and of the administra

tive arrangements with respect to disbursements and repaYments un

der the agreement, particularly with respect to exchange rates. .

With the omission of the maintenan?e-of-value provisions from new

loan agreements, the need for the letter is of less importance,

and it is not being used.

rCA releases the currency through a disbursing officer in the

borrowing. country, and Eximbank records the disbursements in the

·Bank's books of account and notifies the obligor, with instruc

tions to aclmowledge the receipt .of the currency. Although Exim

bank is responsible for collections, the United States disbursing

officer in the foreign country usually receives the payments.

The assistance rendered by Eximbank in connection with loans

under section l04(g) is discussed on pages 378 to 383.

rCA approval of projects reguired--The conclusion of a loan

agreement and the development and approval of a project are the

major steps which must be completed by the United States Government
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and the borrowing country before disbursement of loan funds may be

authorized. Usually, the loan agreement does not actually make a

loan of the currency. It establishes a line of credit in favor of

the government of the borrowing country not exceeding theequiva

lent in local'currency of a specified number of dollars to assist

in financing projects or other economic development to be agreed

upon form time to time.

The USOM cooperates with the borrowing country in planning

for the use of .the currency. It reviews the plans and justifica

tions submitted by the borrower, and until recent months it for

warded them with the USOM recommendations to ICA/W where they were

reviewed and cleared by the organizational units which considered

the loan agreement. In many cases, final agreement on development

projects can now be reached by USOM's without referring project

proposals to ICA/W for final approval. Each foreign currency proj

ect is written separately.

The plans for currency uses are developed after the loan

agreements are made. In some instances, however, virtual agree

ment on fund utilization is reached at the time the loan agree

ments are negotiated. As of March 31, 1959, cumulative allotments

of funds for approved projects total $983.2 million equivalent,

and $556.9 million equivalent has been disbursed.

Relending to private borrowers--Foreign governments are en

couraged to reloan. some of the funds made available to them under

sectibn l04(g) to private borrowers through established banking

facilities in the borrowing countries. Express agreements to set

aside a certain portion of these funds for this purpose, however,
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are no longer being sought in sales negotiation in view of the

amendment to section 104(e) which specifically provides for loans

by Eximbank to private enterprise. As a result of negotiations re

lating to earlier agreements, about $275 million equivalent has

been reserved for this purpose and foreign gov'ernments have agreed'

that funds will be made available to private borrowers.on a nondis

criminatory basis as to interest rates, and other loan terms and

conditions as between its citizens, United States nationals, and

nationals of other friendly countries. Projects for loans to pri

vate enterprises are subject to review and approval by the United

States.

Some'of the approved projects, particularly in Brazil, India,

Italy, Israel,'and Japan, include relending to private enterprise.

Approved projects, for example, in some Latin American countries,

Iceland, and Japan, will provide financing for a portion of the

local costs of projects whose foreign-exchange costs are being fi

nanced by the International Bank for Reconstruction and Develop

ment, the Export-Import Bank of Washington, or the International

Cooperation Administration. Some loan funds are being used to sup

plement pUblic expenditures for roads, port and storage facilities,

and other improvements.

Delays in use of foreign currencies--Extensive' delays in the

use of foreign currencies have resulted from (1) time consumed in

negotiating the loan agreement after signing the sales agreement

and. (2) time elapsing before specific projects or development pur

poses are agreed lipon.' BegiIlhing in fiscal year 1958, this time

lag was reduced by negotiating the loan agreement and the sales
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agreement simultaneously to the extent practicable, and in all ex

cept a few cases agreement was reached on the terms of the loans.

Effort is made to include in the sales agreement a provision,mak

ing the currency available for other uses if it is not used for

the agreed purposes within a specified period, usually from 3 to

5 years. It is generally necessary, however, for the two govern

ments to agree upon the alternative uses, and this may cause ad

ditional delay.

Funds do not usually become available for loan disbursement

until the full amount of the sales proceeds earmark~d for all

other purposes has been deposited to the United States account.

Under the terms of the sales agreement, the United States has the

right to determine the order and priority of expenditures of,for

eign currencies among the various purposes specified in the agree

ment. Recent sales agreements provide that shortfalls in the ex

pected accrual of foreign currencies which may result from the

failure to purchase the full amount of commodities included in the

agreement, or for other reasons, are deductible from the amounts

set aside for loans under section 104(g).

A statement, furnished by ICA, explaining the delay in the,

use of foreign currencies is included as appendix K, page' 585.

Terms and conditions of repayment--Loan agreements contain

terms and conditions which have been developed in cooperation with

the NAC. Most of the loans are long term, with semiannual paYment

of principal and interest within periods of about 40 years.

The agreements have been denominated in dollars to maintain

the dollar value of loaned foreign currencies in the event of
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exchange-rate fluctuations. The agreements usually permit the bor

rowing country to pay in dollars or in foreign currency at rates

of exchange provided for in the agreements. Effective with loan

agreements signed after April 14, 1959, pursuant to 'sales agree

ments made after June 30, 1958, the maintenance-of-value clause

was eliminated. Under the new programs, the United States will re

ceive p~Yments equal to the amount of foreign currencies lent re

gardless of any changes in the exchange value of the currencies.

Several changes have been made in interest rates provided for

in loan agreements. Under agreements made pursuant to sales agree

ments entered into between September 1957 and June 30, 1958, in

'terest accrues at the rate of 4 percent if repaid in dollars and

5 percent if repaid in foreign currency. Prior to that time, in

terest rates were 1 percent lower.

, The terms and conditions of repaYment were changed with re-

o spect to loans provided for in sales agreements entered into after

JUly 1, 1958. Under the new policy the interest rate is intended

to cover the cost of money to the United States Treasury and is ap

plicableto repaYments in dollars or foreign currency. We were ad

vised that the new rate, which was 3-1/2 percent in January 1959,

is sUbject to review from time to time with changes in the cost of

money to the Treasury and that loan agreements will provide for re

payments in dollars, foreign currency, or a combination of the two.

If foreign currency paYments are provided for, the borrowing gov

ernments may also repay in dollars; but if the loan agreement pro

vides for dollar repayment, ih whole or in part, there will be no

provision for repaYment in foreign currency in lieu of dollars.
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Under loan agreements signed after April 14, 1959, the inter

est rate is 4 percent and, if foreign governments relend to pri

vate enterprises or pUblicly owned enterprises of a profit-e~rning

type, the interest rates charged by the borrowing government will

be approximately the same as those for comparable loans in that

country. If the United States makes loans directly to development

banks, the rates of interest charged will be such as to permit the

banks to relend at about the same interest rates whi'ch they charge

on comparable loans. AlSO, if loans are made directly to foreign

private investors or for publicly owned profit-earning types of

projects, the interest rates charged will be approximately equiva

lent to those for comparable loans prevailing in the country whose

currency is loaned.
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ACTIVITIES AND PROCEDURES OF ICA UNDER TITLE II

Title II of Public Law 480, as amended through September 6,

1958, authorized the President to transfer prior to December 31,

1959, on a grant basis, up to $800 million worth of surplus agri

cultural commodities from cce stocks (a) to nations friendly to

the United States to meet famine or other urgent o~ extraordinary

relief requirements and (b) to friendly but needy populations with

out regard to the friendliness of their government (7 U.S.C. 1721).

Ocean freight costs for these commodities and other costsinci

dental to processing, packaging, and shipment from storage point

to United States port may be financed from this authorization.

During the 5-1/2 year period ended December 31, 1959, about

$584.8 million was obligated, including about $108.4 million of

ocean freight costs. Ocean freight costs as authorized for both

title II transfers and title III voluntary agency shipments are

paid from title II funds. Of the $108.4 million used for ocean

freight, $22.8 million was used for title II and $85.6 million was

used for .title III. A table showing the countries, commodities,

and dollar value involved is included in appendix D, page 504.

Public. Law 86-341, approved September 21, 1959 (73 Stat. 606),

amended section 203 of Public Law 480, effective January 1,.l960,

by striking out the sentence which contains the $800 million limi

tation on the aggregate amount that can be expended under title II

and inserting new language which will limit the amount that may be

expended during each of the calendar years 1960 and 1961. The new

limitation is $300 million a year plus any additional amount that,
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under the $800 million limitation, could have been but was not ex

pended during the preceding year.

The· President may authorize the transfer of commodities on a

grant basis to assist programs undertaken with friendly govern

ments or through voluntary relief agencies but is required to take

reasonable ·precaution that such transfers will not displace or in

terfere with sales which might otherwise be made and to use the

facilities of voluntary relief agencies to the extent practicable

(7-U.S.C. 1722, 1723).

1. The need for relief must have resulted from famine or other
urgent or. extraordinary condition.
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2. The conditions and circumstances must normally be of a tem~

porary nature as distinguished from a situation which is
of a continuing nature. All title rr programs are for:
specified periods of time which, except for child feeding
programs, normally run for periods of 1 year or less. Ex
ceptions to this rule are made if the needs are extremely
urgent. Phaseouts of United States aid and increases in
recipient government participation are arranged in advance
for child feeding programs which may run for several years.

3. The program must not interfere with commercial trade or
with production in the recipient country. rCA·usua11y d~

pends upon the advice of the USOM and/or the'United States
'diplomatic mission in the recipient country but may uti
lize information provided by the Departments of Agricul-
ture, Commerce, and State,when appropriate. '

4. The commodities must be entered free of duty by the recip
ient country.

5. The recipient country or agency must payor be responsible
for payment of charges incident to the distribution of the
commodities, including demurrage, port, unloading, and in- '
land storage and transportation charges.

The Department of State decides whether to waive specific require

ments for foreign policy reasons.

rCA coordinating committee develops
, rCA position on proposed programs

By Manual Order No. 243.1, effective July 7, 1955 (appen

dix L), rCA ~stab1ished a disaster relief coordinating committee

within rCA/W to ensure expeditious rCA action in its overseasre

lief activities in full coordination with the Departments of De

fense, ~tate, and Agriculture and with the American Red Cross.

The committee is comprised of representatives designated by the

rCA offices principally concerned, including O/Food, Public Health

Division (PHD), DD/O (country desks involved i;n each instance),

M!qONT, ,GC, and O!VFA.

Some disasters involve several United States Government agen

cies, the American Red Cross,and!or other intergovernmental
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organizations or foreign welfare organizations. The activities of

the ICA coordinating committee mayor may not involve title II,

Public Law '480, program determinations.

Upon the receipt of information about a disaster from a USOM,

the Department of state, the Department of Defense, or the American

Red Cross (through O/VFA) , or at the request of a senior ICA of

ficial, DD/O requests the ICA"'offices listed above to designate

representatives to attend a coordinating committee meeting. As

chairman, the nD/O representative is responsible for seeing that

action assignments are determined and subsequently c,arried out by

the appropriate offices. O!VFA maintains continuing liaison with

the American Red Cross and the volUntary agencies and provides the

coordinating committee with information regarding relief plans and

contributions by these agencies to disaster relief.

Programs under title II of Public Law 480 are coordinated

with the disaster relief programs of other agencies through the De

partment of State and an interagency working group which was es-

tablished by the Operations Coordinating Board. The activities of

the ICA coordinating committee are, therefore, limited to develop

ment' of .the ICA position on proposed programs.

ICA Director' authorizes programs

The Office of Food and Agriculture (O/Food) prepares negotiat

ing instructions and provides technical assistance in the initia

tion'and operation of ti:tle II programs, but the Director of ICA

or the Deputy Director for Operations decides whether to undertake

a program and whether to approve and issue the proposed instruc-

tions. In some instances, however, the President and the Secretary
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of State direct ICA to prepare and proceed with programs. Nego

tiating instructions are reviewed and approved by the Department

of State an~ by the appropriate ICA desk officer.
.

After initial negotiation, the Director or the Deputy Direc-

tor for Operations approves a program approval request through the·
I

medium of a Program Determination which is prepared by. the covntry

desk officer and is reviewed by a/Food and the Office of the Gen

eral Counsel. The Program Determination outlines broad objectives

and requirements of the program. The more detailed program provi

sions are included in the transfer authorization which is prepared

by a/Food and is reviewed by the country desk officer and the Of-

·fice of General Counsel.

Terms and conditions of program agreements

When representatives of ICA and the recipient country reach

an informal agreement on the program, the Director ofICA signs a

transfer authorization ad4ressed to the Executive Vice President

of the Commodity Credit Corporation authorizing the transfer and

delivery of specified commodities. The authorization specifies the

quantities of the commodities and the delivery period. It con

tains specifications for the commodities, shipping instructions,

and other terms and conditions applicable to the transfer. The

transfer authorization is discussed with representatives of the·

recipient country and, when accepted by countersignature of a duly

authorized representative of that country, it becomes the program

agreement.

The terms and conditions' of program agreements vary from coun

try to country and from disaster to disaster. Usually, foreign
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governments must agree to distribute the commodities to needy peo

ple. There may be unusual situations in which recipient countries

are permitted to use some of the commodities as paYment for work

relief or for sale to consumers. Such work relief projects are

subject to approval by the USOM(s. If sale of commodities is per-
. .

mitted, the foreign government must ,deposit, the proceeds in a spe-

cial account and must agree t~use the funds in accordance with

the transfer authorization provisions. Usually these funds are

used for "direct, relief grants to needy disaster victims or for pay

ment of wages to needy disaster victims employed on projects asso

ciated with rehabilitation of damage due to the disaster or de

signed to prevent or offset hardship should a similar disaster oc

cur in the future.

To the extent practicable, packages or containers of food are

labeled to indicate that they are gifts from the people of the

United States to\the people of the recipient country. The foreign

government is usually required to publicize the gift of packaged'

commodities, as well as commodities furnished in bulk.

The USOM administers the program

The USOM approves or disapproves projects. and details of op

erations and administers the program. The USOM program ~fficer

provides the USOM' director with information on the relationship be

tween the programs proposed under title II and other aid programs

underUSOM supervision. Agricultural specialists advise him as to

the sUitability of the proposed transfer of commodities from the

viewpoint of their' acceptability, the effect upon production, and

any interference with normal trade patterns. If specialists in
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fields such as transportation, nutrition, and welfare are avail

able, the USOM director consults with them when he needs their

advice.

The USOM controller, under the direction of the USOM dIrector,

checks on end uses and program financing. He must satisfy himself

that the commodities arrive within the country, that the recipient

country distributes the commodities as prescribed by the agree

ments, that consumption of~he products is properly accounted for,

and that the proceeds from any sales of commodities are used for

approved relief projects and programs. In countries in which·

there are no USOM's, the programs/are negotiated and administered

by the United states d~plomatic missions. Under these circum

stances the staffs of the diplomatic missions. are usually augmented

by ICA technicians who assist in the administration of title II

programs.

ACTIVITIES AND PROCEDURES OF ICA UNDER TITLE III

The Commodity Credit Corporation (CCC) is authorized under

section 302, title III, Public Law 480 (7 U.S.C. 1431), to donate

CCC-owned food commoditiesl to United States nonprofit, voluntary

agencies registered with the Advisory Committee on Voluntary For

eign Aid of the Foreign Operations Administration or other appro-

priate department or agency of the-Federal Government and to inter

governmental organizations such as the United Nations International

Children's Emergency Fund (UNICEF) for use in the assistance of

needy persons outside the United States. CCC also has authority

lpublic Law 86-108, approved July 24, 1959(73 Stat. 246), made
this authorization applicable to commodities in private stocks.
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to purchase products of oilseeds and edible oils and fats and prod

ucts thereof for donation abroad and to purchase flour or meal

for domestic or foreign donations or for transfer under title II

in lieu of processing wheat or corn ,which is available in inven

tory for use under these programs.

Processing, packaging, handling, inland transportation, and

other related costs may be paid by CCC. Ocean freight costs may

be paid from title II funds or by the Government of the recipient

country or the distributing agencies. Foreign countries accord

duty-free entry to these shipments. The American voluntary agen

cies or the intergovernmental organizations receiving surplus

foods are responsible for program costs within a foreign country.

However, ship discharge, transportation, warehousing, and distri

bution costs within foreign countries usually are paid by the gov

ernments of such countries or by private agencies. Donated com

modities must be clearly identified as of United States origin and

gifts from the people of the United States.

Relief agencies which meet the requirements of, and are regis

tered with, the Advisory Committee on Voluntary Foreign Aid are el~,

igible to develop individual country programs and subsequently to

make application to the Department of Agriculture and IC~ for sur-.

plus commodities for distribution to needy persons in foreign coun

tries. The terms of registration for nongovernmental, nonprofit,

voluntary agencies engaged in foreign aid are prescribed by part

203, chapter II, title 22, of the Code of Federal Regulations.

Foreign donation programs have been conducted in more than

100 countries. A table showing, by country, the number of pounds
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and dollar cost of foreign donations authorized in fiscal years

1955-59 is included in.appendix D, page 506.

The activities, policies, and procedures of the Department of

Agriculture which relate to the foreign donation programs ahd the

statement of policies, appendix H, issued by the Francis Committee

on August 26, 1959, are discussed on pages 139 to 146. The ac

tivities and procedures of ICA are described below.

Foreign donation programs originate in the field

Representatives of eligible, voluntary relief agencies and in~

tergovernmental organizations usually prepare, and may negotiate,

the title III donation programs in the foreign countries concerned

for submipsion to their own headquarters offices in the United

States.

Each participating agency must submit its annual projection

and program plans for each country to the appropriate USOM or dip

lomatic mission for the purposes of planning, review, evaluation,

and recommendations before title III programs are considered by

ICA/W and the Department of Agriculture (USDA).

USDA and ICA instructions to relief agencies

The USDA and ICA issue, and from time to time revise, instruc

tions to participating agencies, particularly' with respect to the

annual program plan and estimate of requirements. Copies of in

structions for fiscal years 1958 and 1959 are attached as appen

dix I, pages 525 to 533.

Voluntary' agencies are required to provide for notification

of the arrival of shipments in countries of destination to the

responsible USOM, Embassy, or consulate. The on-board bill of
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lading must be notated in such a manner that the delivering steam

ship' carrier will have the responsibility of notifying, in addition

. to the norma~ notify party, the appropriate field post in the coun

try of destination "attention P.L. 480 Title III officer."

The notices of arrival of shipments provide information of in

terest to the USOM controllers in connection with audit and end-
/

use activities and the Food and Agriculture officers and program

officers who are responsible for program planning, coordination,

review, and evaluation in the USOM's. ICATO Circulars A-240 of

May 22, 1957, and A-337 of May 17, 1958, are included as appen

dix M, pages 589 to 595.

USOM's review and evaluate programs

USOM's review and evaluate donation programs to assure that

the relief agencies have provided (1) adequate staffs for the re

ceipt and distribution of surplus foods, together with effective

controls to provide inventory and distribution records, (2) proper

warehousing to adequately protect foods to be distributed, (3)

safeguards to prevent sale or exchange of donated foods, and (4)

adequate supervision to determine that donated foods reach persons

for whom intended; i.e., economically needy persons. TheUSOM's

have been instructed to determine the (1) areas of distribution to

avoid overlapping of agencies' programs, (2) accuracy of estimated

number of persons who qualify for economic need of food assistance

in relation to the general economic level of the country concerned,
r

(3) suitability of foods available for do~ation in relation to

dietary habits of persons to be benefited, (4) adequacy of pro

posed rate of distribution, (5) effect, if any, on other
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United States surplus disposal programs, (6) effect on local econ

omy, (7) effect on total imports and exports, (8) value in tel;'ms

of United States interest if the program is properly proven as

people-to-people effo~t, and (9) ability of the voluntary agency

to provide proper management and supervision to undertake the pro

gram proposed.

The Director, ICA, sent the following message to diplomatic
I '

posts and USOM's on January 23, 1958:

"Attached is a new instruction that has been cir
culated to the U.S. Headquarters of all Voluntary and
Intergovernmental organizations engaged in surplus food
distribution programs abroad.

IIWhen these FY 1959 estimates are submitted for re
view', evaluation and recommendation, they should be scru
tinized very carefully pay'ing particular attention to
categories of proposed recipients, rates' of distribution,
and number of eligibles declared to be needy because of
their personal economic status. The Voluntary Agencies'
program plans should also be checked carefully concern
ing any low income type category of recipients, and ques
tionable categories should be verified as being in need
of supplemental food assistance. Adequate assurance must
be obtained that the distribution programs will, in fact,
be under the control and supervision of the U.S. citizen
representing the voluntary agency and not simply turned
over and entrusted to a counterpart agency, or to a de
partment of the host government. A measure of what is
meant by supervision is whether or not a representative
of the voluntary agency or person in their direct employ
has knOWledge of the arrival of food at port and where
necessary, can arrange for its unloading, its clearance
through customs, its proper storage, and have access to
records or controls used in distribution to insure that
accountability is maintained and that the donated foods
are distributed to eligible needy persons. Of partic
ular importance, the agencies must carry out the func
tions of determining which persons are needy or exer
cise a close control of the selection of needy persons
by a non-governmental relief agency. Supervision also
entails the prompt reporting of loss or damage to or
diversion of donated foods with an explanation as to
hOW, where, When and why such loss or damage occurred.
Loss or damage may occur in transit to a foreign country
or in distribution after arrival in the foreign country.
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JII:f institutions are included :for proposed distri
bution, the agencies should be questioned in detail re
garding their :financial structure which must be non
pro:fit in concept, their purpose which must be chari
table in nature, and whether or not the institutions
are in need o:f supplemental :food assistance. The agen
cies should have a statement in their :files :from each
institution or o:f:fice supervising several institutions

. in which it is agreed that the institution(s) will not
decrease its normal expenditures :for :food because o:f the
receipt o:f donated surplus commodities.

"Annual program plans :for FY 1959 will not be nec
essary :for programs approved :for FY 1958 in accordance
with ICATO A-265 unless changes in programming are con
templated, and these changes may be submitted in the
form o:f an amendment to the program material on :file.
The Diplomatic Posts or USOM's are expected to compare
prior agency operations with the proposed plans and
estimates :for FY 1959 and a:fter such review request
agencies :for additional in:formation, i:f needed.

"The Diplomatic Posts and USOMs are also requested
to review eXisting or proposed agreements between volun
tary agencies and host governments relating to Title III
:food donations. This review is to determine that such'
agreements comply with USDA and ICA regulations appli
cable to Title III,. P.L. 480 and the provisions o:f the
USDA distribution agreement :form FD-12, as amended.
These voluntary agencies-host government agreements must
provide :for duty :free entry of Title III :foods and i:f
the U.S. Government pays all or portion o:f ocean rreight
costs, the agreement must also provide that the recip
ient country de:fray the inland transportation costs o:f
the commodities. The agreements must also grant the vol
untary agencies such :freedom o:f action as may be appro
priate to permit the agencies to carry' out their super
visory responsibilities. Where :feasible, these agree
ments should also include provisions: that the :foods
will not be used except :for distribution without dis
crimination to needy persons; that the host government
will con:fiscate donated :foods appearing :for sale in
black markets or commercial markets, returning such
:foods to the voluntary agency or its counterpart :for re
issuance; and that the operational costs o:f the Title
III program will not be assessed against the ultimate
recipients, either through direct charge, or indirectly
by requiring the recipient to engage in work projects.
FYI Formal agreements between voluntary agencies and
host governments are not a requirement but voluntary
agencies lacking such agreements are required to submit
satis:factory evidence that the recipient country in :fact
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accords duty free entry and defrays the cost of inland
transportation. end FYI.

"Agencies should be encouraged to submit their FY
1959 estimates as early as possible in order to allow
the necessary time for complete review. Estimates
should be processed and in the hands of ICA/W-USDA by
March 1, 1958." .

In essence, the provisions included in the preceding circular

airgram remain in force, but they have been supplemented by addi-

tional instructions issued in connection with the submission of

fiscal year 1960 and fiscal year 1961 estimates. The preceding

airgram is an example of basic program procedure, which may be mod

ified from time to time as refinements are made in operations.

Donation programs in countries in which ICA does not maintain

operating missions are reviewed by ICA representatives or by Em

bassies and Consular Offices.

Although intergovernmental organizations, such as UNICEF, do

not come under the leg~slation relating to registration andap

proval of the American voluntary agencies and their foreign pro

grams by ICA,. arrangements have been made with UNICEF for USOM's

to review such programs to the extent that United States donated

surplus foods are used and to either concur with the programs as

proposed or advise ICA/W and USDA of the ~easons for nonconcur-

renee.

ICA/W reviews and approves programs.

A program which is acceptable to the USOM and the field rep

resentative of the voluntary agency is submitted by the latter to

. the agency's headquarters in the United States, and the USOM ad

vises ICA!W of its concurrence with the program. The agency's
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headquarters office then develops a country plan of operation and

submits it to ICA!W, with a copy to USDA, for approval.

The USDA review of the program is described on page 141.

ICA!W reviews it (1) to determine whether the agency and the pro

gram qualify under the law and USDA regulations and (2) for com

pliance with United States Government policy and ICA program re

qUirements and regulations.

The review of these programs by organizational units of ICA!W,

such as the regional offices, is similar to the review of title I

programs. O/Food has primary responsibility for review and coordi

nation.

ICA!W arranges for a meeting of the ISC subcommittee on for

eign donations, of which both ICA and the Department of Agricul

ture are members. The subcommittee reviews the program and ap

proves, modifies, or disapproves it. The chairman of the subcom

mittee then presents the program to the full membership of the ISC

with explanation of the subcommittee action. Approval 'by the full

committee is usually based on the recommendations of the subcom

mittee.

The ISC review is primarily to determine whether the program

is in conflict with prescribed policies or with existing or pro

posed title I or title II programs. ISC is given the opportunity

to become acquainted with title III programs affecting the partic

ular commodities and to exercise a veto 'if any title III program

is in conflict with over-all objectives of Public Law 480 as it

relates to sales or development of world markets on the part of

American industry.
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Instructions for completing the annual estimate of requirements

for a country program under title III provide for the signatu~es 

and titles of the United States citizen representative of the re-,

lief agency submitting the estimate, theUSOM or Embassy official~

reviewing and approving the estimate, the person approving the es

timate for the parent relief agency, and the ICA and U~DA officials

approving the estimate. Under instructions for fiscal year 1961,

after the quantities of commodities for the country program have

been approved by ISC, an official of ICA approves the annual esti

mate of requirements and notifies the voluntary agency. In prior

years, officials of USDA and ICA approved the estimate and USDA

notified the voluntary agency of the program approval and of any

limitations or conditions affecting commodity-availability. The

terms and conditions applicable to the requests of relief agencies

are ~escribed on page 142.

Financing ocean freight costs

Under section 203 of Public Law 480, paYment of ocean freight

charges on s~ipments of food donated under title III, from United

States ports to ports of entry abroad, may be made from title II:

funds upon determination by the President that such paYments are

necessary to accomplish the purposes of the legislation. Author

ity to make these determinations has been delegated to the Direc

tor of ICA, and funds for the paYment of the ocean freight charges

are transferred from time to time from CCC to ICA.

The Voluntary Foreign Aid Staff of ICA administers the ocean

freight subsidy program up to and including the allocation of
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funds. Letters of commitment are issued and payment vouchers are

processed by the Office of the Controller of ICA.

Shipments eligible for payment
of ocean freight charges

Under ICA Regulation 2, ocean freight charges are paid on

shipments to nations and areas designated from time to time by the

Director of ICA. Recommendations for such designations are pre

pared by O/VFA and signed by the Deputy Director for Operations

(DD/O).

The list of countries and areas in the ocean freight subsidy

program, as of January 1960, includes 25 countries and areas where

formal United States-Host Country agreements are in effect and 47

countries and areas which have been designated by the Director of

rCA. The subsidy on shipments to two of the countries applies to

the normal supplies of the relief agencies but not to food donated

under title III. The subsidy on shipments of food to four of the

countries is limited to 50 percent of the ocean freight charges.

Ocean freight charges are paid on foods donated to United

States nonprofit, voluntary agencies registered with the Advisory

Committee on Voluntary Foreign Aid, but they are not paid on"foods

donated to organizations such as UNICEF, United Nations Relief and·

Works Agency, and the American Red Cross.

Director, ICA, approves subsidy
program and transfer of funds

A subsidy program approval request for a fiscal year is pre

pared by O/VFA and signed by DD/O. By signing the ICA Program Ap-

proval, the Director of ICA makes a determination of the necessity
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for the payment of ocean freight charges up to .the stated amount

from funds available under title II of the act for dcean shipment

of commodities donated to relief agencies under title III. The

ICA Program Approval also approves the transfer of a specified

amount of the title II funds from CCC to ICA to be used as re-

quired for payment of such ocean freight charges.

Subsidy program approval requests and ICA Program Approvals

are cleared within ICA by O/VFA, GC, O/Food, M/CONT, and DD/O.

They are also cleared by the Commodities Division, Bureau of ECQ

nomic Affairs, Department of State.

Payment or reimbursement
of ocean freight charges

Any eligible relief agency may make application for payment

or reimbursement of ocean freight charges on shipments of supplies

donated to it for distribution within foreign nations and areas,

designated by the Director of ICA provided:

1. An agreement for duty-free entry and defrayment of inland
transportation costs of supplies within the scope of the
regulations has been concluded between the United States
and the recipient country or the agency concerned has
submitted evidence satisfactory to the Advisory Committee
on Voluntary Foreign Aid that the recipient country in
fact accords duty-free entry and that the. inland trans
portation costs of the supplies are defrayed by the re
cipient country or other non-United States. Government
source acceptable to the Committee.

2. The general program and prOjects, by countries of opera
tion of the agency, and the supplies in support thereof
have been approved by the Committee and by the recipient
country.

The application, together with invoice and ocean· bill of lad

ing; must be submitted to the Office of the Controller, ICA!W,

within 45 days of the date of shipment.
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Audit and end-use. activities of USOM controller

ICATO Circular A-240 of May 22, 1957 (appendix M, page 589)

stated that, in title III foreign donation programs, the USOM con

troller would be concerned. primarily with audit and end-use check

ing but that his responsibilities are not necessarily restricted

to these review areas.

The USOM controller was instructed to proceed on th~ basis

that the main burden of distribution, control, accountability, re~

view, and reporting rests with the American citizen representative

of the voluntary agency or agencies.

The USOM controller is required by ICA instructions to sat

isfy himself ill advance of actual transactions, from interviews

and such inspections as he deems necessary, that voluntary agen

cies functioning under the American citizen representative are

equipped with a staff and have available the necessary storage and

distribution facilities; that the agencies have adequate record

keeping systems for maintaining data on arrivals, port 'clearance .

. inventories, and distribu~ion of types and quantities of commod

ities to the intended recipients; and that the agencies submit nec

essary reports to the Mission or otherwise as required.

He is also reql1ired to make such selective tests in the field

as he deems necessary to assure that commodities are being properly

stored, that they· are efficiently distributed, and that they reach

the recipients for whom they are intended, according to regulations

and programing objectives. The intensity and number of such

checks are to be determined in large part by the effectiveness dis

played by the agencies in carrying out their duties.
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In a letter, dated August 11, 1958,the Director of ICA ad

vised the Secretary of Agriculture that he was concerned with the

increasing workload of the USOM's.for audits and end-use checks as
,

a result of the rapidly expanding magnitude of the title III pro~

gram. He proposed that the Department of Agriculture assume full

responsibility for the entire title III program, in Washington and

in the field, effective October 1, 1958. The Director's letter

and the reply are included in appendix N, page 597." We were ad

vised that, because of the workload resulting from the Mutual Secu

rity Program, the USOM's have not devoted as much time to audits

and end-use checks as is desirable and thatICA is unwilling to

. continue with the responsibility for title III programs unless fi:~

nancial arrangements are made which will enable ICA to provide the

staff needed to accomplish satisfactory results. ICA/W has advised

several USOM's that the Department of Agriculture has primary re

sponsibility for the audit of title III foreign donation programs

and that the USOM's may audit the programs only as staffing and

time permit •.

On February 2, 1960, the Director of ICA signed a memorandum

of agreement between the USDA and ICA defining the auditing and

end-use check responsibilities of ICA under title III foreign dona

tion programs for the remainder of" fiscal year 1960. A copy of

the agreement is attached.as appendix 0, page 601. The agreement

provides that, in addition to its responsibilities directly re

lated to the audit program, ICA will be responsible for the tech

nical review and evaluation of existing programs and for the ap

proval of proposed programs.
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ICA AUDIT OF PUBLIC LAW ~80 PROGRAMS

ICA internal audits are of two major types. The Washington

Office is audited on a functional basis rather than on an organ

izational basis, and USOM's are audited on a comprehensive basis.

ICA/W internal audit assignments are generally based on the

evaluation of significant functions of ICA/W and involve the exam

ination of performance with respect to processes, systems, proce

dures, and regulations. The major objective is to evaluate the

effectiveness of the system rather than the particular organiza

tional element's responsibility for various functions.

Assignments for audits of USOM's are based on the evaluation

of all USOM responsibilities. USOM activities relating to the use

of foreign currencies under. section IO~(d), (e), and (g) of Public

~aw ~80 are, therefore, examined on substantially the same basis

as those activities relating to the use of other ICA-owned foreign

currencies and appropriated dollar funds.
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