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This PAAD authorizes $1.357 million in Grant funds, subject to availability in
 
accordance with Lhe AID OYB/allotment process, to finance the foreign exchanye and
 
local costs of importing commodities for public sector agencies responsible for:
 
data processing for public policy and economic planning; urban water supply services;
 
rura' health and hospital services; and weather surveillance services, including early

hurricane warning services. This dccument describes the proposed one-year program
 
designed to increase the productivity of public sector agencies and provide balance
 
of payment support. Fiji's export earnin, are heavily concentrated in sugar, the
 
demand and pri-.m for which have been weak sir.e the late 1970s. At the same time,
 
wage and salary increases in the public and private sectors in the 1980s have generate
 
increased demand for imported goods. Togethk, these factors have resulted in a
 
significant deteri -tion in Fiji's balance of payments and its foreign debt and
 
related servicing requirements. Under its izcently released Ninth Development Plan
 
(1985-1990), the 630F has outlined policy changes to diversify and increase exports
 
and curtail imports of non-essential commodities.
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I. SUMMARY AND RFOMMENDATIONS
 

A. Title: Fiji FY 1986 Commodity Import Program
 

B. A.mount: US$1,357,000 (One Million Three Hundred and
 
Fifty Seven Thousand U.S. Dollars)
 

C. Type of Funding: Economic Support Fund Giant and
 
Health D.A.
 

D. Term of the Program: Eighteen Months
 

E. Executing Agency: GOF Ministry of Finance
 

F. "rogrm Justification:
 

I The justification for the Fiji Commodity Tmport r-ogr-m is

based on several factors. First, the CIP addresses one of Fiji's

most urgent macro-economic problems, the lack of foreign exchange

due to the persistent deficits in the balance of payments current
account. 
 Second, the CIP will directly contribute to enhancing

the public sector's capacity to plan and implement economic
 
development programs led by the private sector, particularly in

the agriculture, tourism and health sectors. 
 Third, it wili

assist Fij-, a moderate and pro-U.S. force in the Scuti, Pacific,
 
to maintain an influential role in the region.
 

G. Program Description:
 

The CI? will provide balance of payment support to the GOF

by supplying foreign exchange to finance imports of capital

uquipment and materials as well as 
related services for the public
sector from the United States. This will permit the GOF to

increase the efficiency and effectiveness of its development

support efforts in key sectors of the Fijian economy. Persistent
 
budget deficits and foreign exchange shortages have re-ulted in
 
significant reductions in public 
sector investment in capital

equipment and materials essential to 
the maintenance and
 
iiprovement of public infrastucture and services. 
 Investment
 
r.-'luctions have occurred in the transport, planning, agriculture,

Kincludir. fisheries), 
health, and tourism sectors, thus
 
jeopardizing Fiji's long 
term economic development.
 

H. Program Implementation:
 

1) Institutions. The institutional relationships for
 
the FY 1986 CIP P-e:
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(a) The Minister of Finance will ign the grant on behalf
 
of the GOF and have primary responsibility for program

monitoring and reporting requirements, as well as be
 
responsible for programming any counterpart funds in
 
coordination with ot-er GOF ministries and the USAID;
 

(b) The UPNID/SPP7- will have primary responsibility for
 
AID's implementation responsibilities under the CIP. -he
 
Mission backstop officer is Jame Schill, PDO, who wi.ll be
 
assist-I by tne Regional Commodi.. Management Officer,

Bangkok and the Legal Advisor, Indonesia, as required. It
 
is anticipated that as an incidental service, the -e-vicc
of a procurement services agent will be financed u:der the
 
CIP, particularly for the items in support of the Health
 
Sector.
 

2) Waivers. No waivers are requi- d at t,.is time.
 

3) Initial,Environmental Examination. An IEE has not
 
been prepared because a commodity import program is -ategorically
 
excluded per Section 216.2(c)(2)(ix) of AID Regulation 16.
 

4) Statutory Checklist. A Statutory Checklis.- h--,bhen

prepared and is included as Annex B.
 

I. Recommendation:
 

AA/ANE has delegated to the Regional Dirctor, USAID/SPRDO

authority to authorize this PAAD. Accordingly, it is recommended
 
that the US$1.357 million grant to the Government of Fiji Lje

executed for the purposes of financing a Commodity Import Program
 
to purchase commodities from the United States.
 

role as a moderate and influential pro-U.S. force in the South
 

II. RATIONALE FOR CONTINUED U.S. ASSISTANCE 

A. U.S. Interests and Objectives: 

Our primary foreign policy objective is to maintain Fiji's 

Pacific. This objective is derived from a number of core U.S.
 
interests: (1) preventing the Soviet Union fiom gaining a
 
permanent foothold in the South Pacific; (2) maintaining access to
 
tie region's ports for U.o. warships and aircraft; (3) preserving
 
access to the region's fisheries resources; and (4) ensuring

continued support for U.S. positions in regional and international
 
fora.
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Fiji consistently has been the strongest and most influential
 
island state advocate of U.S. interests in the region and
 
globally On issues ranging from the KAL tragedy to the 
rescue
 
operation in Grenada, viji has spoken out publicly in support of
 
U.S. positions and urged its island neighbors to do likewise. The
 
government of Prime Minister Mara has opposed Soviet efforts to
 
penetrate the region and refused a financially attractive Soviet
 
fisheries agreenr..t offer. 
Fiji welcomes U.S. warships to its
 
ports and has questioned 'he wisdom of New Zealand's anti-nuclear
 
policies in regional fora. The Mara Government provides combat
 
battalions to UNIFIL (Lebanon) and the MFO 
(Sinai) in support of
 
U.S. Mid-East peace initiatives.
 

B. Macro-Economic Problems and Policy Issues:
 

1) Economic Setting
 

Fiji consists of a group of over 300 islands in the South
 
Pacific, with a population of 670,000. It gained independence

from Great Britain in 1970. Althoug,, Fiji's reported 1985 per

capita Gross National Product (in constant 1977 prices) of $1,033

is high, this figur is sl-ewed by the resence of a rather large,

weLl-paid, urban-b_...d, partly-expatriate population, and does not
 
accurately reflect actual rural population income status. ';hi!

continues to rely.heavily on agricultural production to promote

economic growth an,_ o provide a livelihood for significant
 
segments of its )pulation. Over 60 percent of the populatic,. is
 
rural, with abou+- 45% of the labor fo-.-e engaged in farming (much

of it is subsist-nce), fo 
 stry and fishing. Sugar continues to
 
account for half of Fiji - agricultural output, a third of 
industrial outpu., and two-thirds of m'-chandise ex-c ts. Thus,

Fiji relies heavily on sugar exports to hold down iLS trade
 
deficit ($200 million in 1985). But with declining .-irld sugar

prices over the past four years, foreign exchange -nd real incomes
 
earned from sugar in 1984 were half of their 1977 levels. In
 
1984, the United States reduced its sugar quota to Fi~i by almost
 
one-third. Tourism is also uln important source of foreign

exchange and income. IlowL.er more 
than -j% o' the tourism dollar
 
f-.nces imports.
 

The world wide economic decline that began in 1977 has
 
r :lted in significant deterioration in Fiji's balanre of
 
payments, with the average annual current accounts deficit
 
increasing from F$24.4 million during t' e 1971 
- 78 period to
 
nearly F$60 million during the 1979 - 85 period.
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2) Progress Since Independence.
 

Between 1970 and 1978, the Fiji economy perfurmed well, as
 
real GDP grew by some 4
4.6% per annum n spite of the first oil
 
pric- shock and the ensuing international economic recession.
 
This is mainly because pri7es for sunr were favorable during this
 
period. A public investment in sugar production and in basic
 
infrastructure and private investments in tourism and relaced
 
co;.3truction and distribution sectors supported the major impetus
 
for Fiji's economic growth.
 

In 1979, however, Fiji's economic situation began to deteriorate;
 
the erms of trade declined by about 24% compared to thzir level
 
in 1977 as a result of the second oil price shock and the
 
subsequent decline in non-oil commodity prices; a prolonged

drought in 1981-1983 had an adverse impact on the production of
 
sugar; tourist arrivals, which had been between 1974 a.d 1978,
 
stagnated between 1979 and 1983, mainly because of the world-wide
 
cconomic recession. Thus, real GDP stagnated during the 1979-1983
 
period, implying a 2% per annum dec!..e in real GDP per capita.
 
In 1984, economic activity revived with real GDP growth estimat.ed
 
at 5.1%, as sugar production and tourist arrivals recovereu '-om
 
the slump in the previous years.
 

The Fijian economy went into a .wnturn in 1985, largely due to
 
the depressed world market price for sugar and two severe
 
hurricanes. The production of sugar, which contributes 25A of GDP,
 
was cut by 29%, drasticall- reducing the country's foreign

exc' nge earnings and raising unemployment. Real GDP declined by

2.9% and --r capita GDP by 4.7%.
 

The rountry's current account deficit improved significantly over
 
1984, but the overall balance of payments and terms of trade
 
deteriorated. The debt service ratio increased to 11.8% of goods

and services, a relatively high servicing ratio for the country.
 

The domestic saving.. rate in 1985 was 18.4% of GDP. On the
 
investment side, public investment reached only J.7% of GDP and
 
the nrivate sector contributed 9%, up sliThtly from 1984. The
 
government's budgetary deficit has Lbn increasing to meet the
 
increased cost of the civil service, subsidized parastatal
 
agencies, raising domestic debt and increasing foreign debt and
 
servi-ing requirements. In June 1986, a 5% devaluation in Fijian
 
currency was imposed, a move that wa- taken by the GOF to boost
 
export earnings, encourage tourism and attract foreign investment.
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The GOF and Embassy reporting forecasts a slight upturn in the
 
economy (lring 1986 
as exports expand through new liberalized
 
provisions under U.S. Generalized System of Preferences for Third
 
World Countries (GSP), E.E.C. 
- Lome III (LDC Sugar Convention

with E.E.C.), 
and regional Pacific trading agreements which are
 
due to take effect later in the year. Clearly, an expansion in
 
exports is considered the key to new grc..th.
 

3) Balance of Payments
 

The reduction in the current account deficit from a high of
 
13.6% of GDP in 19!" to 
less than 3% in 1984 reflected
 
fluctuations in the te.ins 
of trade anu foreign demand an4 the
 
impact of climatic conditions -n exports. However, caution must
 
be used in interpreting the data for several 
reasons. First, the
 
average level (6.5% 
of GDP) of the currpnt account deficit for the

period 1979 
to 1934 is high by historic sLandar..J. Second, the
 
adjust;tent to adve.e external demand and dcmestic supply

conc"tions was achieved by Ar&..tically reducing public investment
 
act_..ity, reducing associated capital g.:ds import and commercialy

financin-
 capital inflows, rather than generating increased
 
dompstic savings and/or increasing exports. Third, the impact of
 
the .djustments was cushioned by (1) Fiji's higher (than woriu
 
market) price for sugar which benefited from onaoing long 
t-rm
 
contracts and large sugar stocks, and 
(2) lower import prices that
 
were made possible by the world-wide recession and associated low
 
inflation.
 

On the other hand, the adjustment process was complicated by other
 
Lactors, including the rapid increase in wages and salaries and

the rapid credit expansion. 
These ch'n.s in turn stimulated a
 
surge in consumer goods imports.
 

Although the adjustment was successful in reducing the 
current
 
account deficit, it avoided important structural problems in the

Fiji economy, namely the need to: 
(a) limit public sector wage and
 
sa.-y escalation, (b) to develop greater long term balance of
 
payments stability through diversification of the excport sector,

and (c) channel scarce concessional capital inflows into growth

and employment generating investment projects.
 

4) Public Finance.
 

With total domestic revenues averaging about 23% of GDP in 
the 1979 - 1985., the GOF's performance in this area has been
ccmmendable. 
 However, due to relatively sluggish economic growth
ard the more rapid growth of expenditures during the period, which 

I/ to reduce pressure on reserves, Fiji borrowed about F$20
 
million on the comnuercial market
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averaged about 2.8% of GDP, the overall budget deficit rose to an
 
average level of 6% of GDP in the 1979 
- 1985 period. This is
ajout double the average for the 1970's. This increase is
 
accounted for largely by the increase in public sector wages and

salaries, increasing claims on budgetary -esources by public

enterprises and mounting debt servicing pajmnents. 
 The budgetary

deficits would have been much higher had the GOF not drastically

reduced public development xpenditures during the entire period

but particularly, beginning in 1982. 
 By 1985, the tradi: Lnal
 
recurrent surpluses that partially financed development

expenditures were wiped out. 
 It is important to note that the

worsening budgetary deficit occurred inspite of the 
severe cut in
 
development expenditures. Furthermore, the content of public

expenditure shifted to items that are more difficult to cut such
 
as w ges and salaries, interest on pubiic d!t, subsidies and
 
c,. :rent transfers. In effect, reductions in development

e::penditures have thus financed the bulk of wage and salary

increase in the public sector, iror 
illy at the expense of

Ci7[plu ment growth, which virtually stagnated when a hirin.z freeze
 
w.Is imposed in the publi sector beginning in 1982.
 

5) Prospects and Policies.
 

Based on 
World Bank commodity price projections fc-- sucar
 
and other primary products grown in Fiji, as well as expected

growth in tourism, a moderate growth outlook is projected for the
 
next five years. 
 According to somewhat conservative Cank
 
projections, economic growth could average 
- per annum between


' 1.
1986 to 10
 The recently released Fiji Ninth Development Plan

1986 to 1990 (DP9) projects a significantl .ore optimistic growth

pattern averaging 5% per annum over the 
same period.
 

Both the DP9 and Bank growth scenarios emphasize the need for a
 
cauti'us approach toward th management of balance of payments and

external indebtedness. Both also recogni7C that Fiji's 
-.ng term
 
growth prospects are directly linked to 
rhe GOF's ,uccess in

strength,-"ing its financial position whilt 
 :ndLaking an
 
inv-stmenL pro-ram geared to position the economy on a more
 
t-'ersified and flexible growth path i.e. 
one that is designed to

better insulate the economy from wide fluctuations in the terms of

trade and foreign demand. Balancing these sometimes conflicting

cbjectives represents a formidable challenge to the GOF.
 

(a) Managing the Current Account Deficit:
 

Both the World Rank and DP9 growth projections assume
 
significantly iicreased public and private sector investment

levels. For exn.mple, DP9 project- total public and private

investment (gross capital formation) of F$1.68 billion 
during the plan period. This represents an average annual
 
increase of 6.8t.
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At the same time both the IBRD report and DP9 underline the
 
need to minimize foreign borrowing to finance the investment
 
exrinsion to avoid fu-ther deterioration in the balance of
 
payments. In particular, there is consirable pressure to
 
avoid increasing the foreign debt and the related debt
 
servicing levels. In response to this pressure the GOF will
 
pursue a two pronged strategy. First as discussed in the
 
following section on the budget, it plans to finance most of
 
the investment program (about 86% or F$1.446 billion) worth
 
domestic savings. Second, the GOF will take steps to
 
increase net foreign exchanges earnings to finance -he
 
import requirements of the program.
 

To increase net foreign exchange earnings, the GOF will
 
adjust existing policies and promulgate new policies aimed at
 
increasing the attractiveness of Fiji's exports, encouraging
 
foreign private investment, and reducing imports of non
 
ssential goods and services.
 

Efforts to increase the attractiveness of Fijian exports

will focus on improving the price, quality and timely
 
availability of Fijiah goods and services. 
 These eff rt-s
 
will emphasize: (1) increasing producuion efficiency,
 
especially of state enterprises, through improved data
 
collection, analysis and monitoring, establishing
 
sector-specific standards and measures, training and
 
consciousness raisi-g for managers and labor, and improved

infrastructure development and support services; 
(2)

estal..ishing and adopting internationally accepted quality

and safety standards and measures and expanding their
 
application through legislative and institutional mechanisms
 
and training manager and technicians in quality control
 
systems and techniques; and (3) maintaining price

competitiveness through periodic exchance rate adjustments.

In addition, preferential treatment available to Fijian

exports under the SPARTECA, EEC and Lome III agreements will
 
be fully exploited.
 

Tourism will also receive greater emphasis. In particular,

actions will be directed at ensuring early implementation of
 
some major new hotel construction projects now in the
 
pipeline. In addition, efforts to strengthen tourisms
 
foreign exchange impact will aim at increasing local
 
value-added components.
 

Credit policy will focus on reducing imports of
 
non-essential goods and increasing imports of
 
development-related goods. Import substitution will be
 
encouraged in p rt "rough a combination of production, and
 
consumption, incentives and disincentives aimed at
 
increasing the attractiveness to Fijians of locally.-produced
 
goods.
 

Notwithstanding these policy changes under DP9, 
the curr-nt
 
accounts deficit is expected to improve only marginally

during the plan period.
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(b) Reducing.the Budget Deficit:
 

If the relatively high levels of investment envisaged during

the plan period are to be achieved without further
 
determination in the budgetary situation and by extension
 
the balance of payments situation, private and public

consumption must be he~d in check - particularly in the
 
short term. With this objective in mind, DP9 calls for
 
domestic financing of 86% of piv ied investments. Toward
 
this end, the GOF will implement policy changes aimed at
 
increasing the savings rate from 16.6% of GDP in i 353 
to
 
19.2% in 1990. Clearly, geneia'"-g an increase in saving of
 
this magnitude will require the introduction of measures to
 
restrict consumption by both the public nd private
 
sectors. Given the significant salary and wage incr-ies
 

t
that have been gained by public and private sector wor!-rs
 
over the past few years, this will be a difficult task and
 
indeed represents a major thrust of DP9. Under the Ean,
 
Governmment operating costs aie targete& to grow at only

3.2'% per annun in real terms. This will likel zequire a
 
concinuation of the freeze on public wages, salaries and
 
employment. In addition, ex !-nditureson social ser 
 3
 
will be reduced.
 

The Pl- also calls for selective increases in indirect
 
taxes 
(targeting in particular non-esse.. 1 imports).

Improvements in tax administra... n shoulW esult in 
increased revenue and dampen consumption. At the same time, 
selective tax concessions and other fiscal incentives will 
be used to stimulate and channel private nvestment in the
 
priority sectors of the economy.
 

In addition, the Plan calls for a review of subsi .es to
 
local industries to make them more performance-related and
 
to ensure real, price competitiveness of local products with
 
foreign products and to ensure that the level of protection

does not escalate over time. Further, the oper~tion of
 
public enterprises will be monitored to reduce reliance on
 
government subsidies, particularly for operations. Fees for
 
services of government and public enterpr-' e bodies will
 
also be reviewed and revised upward to at least cover coics.
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Clearly, achieving expenditure reductions outlined in the
 
plan will prove very difficult, particularly given the

sensitive nature of the cuts envisaged. In recognition of
 
this fact, the Plan calls for a modest reduction of the

budget deficit from 5.5% of GDP in 1985 to 
3.4% in 1990.
 
Thus, even if the GOF is successful in meeting its target,

the budget will likely continue to place pressure on tne
 
balance of payments. 

C. AID Economic Assistance prpgram
 

In February 1984, AID established a task force to recommend
 
a revised developme~nt assistance strategy in the South Pacific.
 
The task force sent a -tudy team to the area in October 1984 to
 
assess development needs arl alterative assistance options. 
 In
 
its report, the team sugge-ted inter alia, a str ng poli' cal
 
rationale ari. a developmental rationale for a bilateral assistance
 
program for Fiji.
 

Based in part on the recommendations of the task force,

negotiation on a bilateral assistance agreement is being

formulated with the GOF. Tt is anticipated that the agreement

will. be executed in 1987. In the interim, the SPRDO is
 
negotiating the terms and conditions for the commodity assistance
 
program described herein. In addition, Fiji has and will likely

continue to benefit from the USAID South Pacific regional
 
assistance program.
 

That program'" strategy is centered on agriculture (including

fisheries), 
health and development administration sectors.
 
Training anu private enterprise development are primary themes in

all project ssistance. Alternative and renewable energy sources
 
are a secondary program interest.
 

The proposed FY 1986 CIP will provide the Fiji public sector
 
agencies with improved tools, equipment and supplies which will
 
enable them to increase the efficiency and effectiven(,s of the
 
development services they provide in sectors identified above as
 
well as others.
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III. 	 PROGRAM DESCRIPTION
 

A. 	 Proposed Assistance:
 

This Program Assistance Authorization Document (PAAD)
 
proposes to provide a US$1.357 million grant from FY 1986 ESF and
 
Health funds for the purpose of financing a Commodity Import
 
Program for the Government of Fiji.
 

The purpose for the FY 1986 CIP Program is to provide balance of
 
payments support to the GOF by supplying foreign exchange to
 
finance imports of capital equipment, intermediate goods, and raw
 
materials. This program will stimulate increased effic e:.cy and
 
effectiveness of public sector investments and service dell dry,
 
which in turn should stimulate increased investment, output and
 
employment by the economy as a whole.
 

The decision to provide assistance through the structure of a CIP
 
is based upon a clear case for balance of pa'-ents support and the
 
ability of the GOF to plan and implement its own development
 
programs.
 

B. 	 Cor ...ditv ProcurE 2nt: 

The proposed Commodity Import Program will respond principally to
 
the foreign exchange requirements of Fiji's public sector. As
 
discussed in the preceeding sections, foreign exchange shortages
 
continue to restrict domestic investment production and employment
 
levels. Although a wide range of commodities are eligible under
 
the proposed CIP,(see Section IV B.), thEc four general categories
 
listed below provide an indicative list of the commodities which
 
are expected to be financed. This list includes the views of the
 
Mlinistries of Home Affairs, Health, Information and Finance. 

TABLE I 

Illustrative
 
Categories nf tIP Financed Commodities
 

1. 	 Services: Medical education, rural health and
 
(Currently undeL hospital suppli., equipment and
 
consideration by spare parts. Data Processing
 
GOF) 	 Equipment and Spares. Weather
 

surveillance equipment and spares.
 
cnerators and spare parts.
 

2. 	 Agriculture and Tractors, harvesters, food processing
 
Fisheries 	 equipment, capstan,, vessels, engines,
 

fishing gear and equipment, cold
 
storage equipment, and spare parts for
 
each category.
 

3. 	 Manufacturing and Industrial machines, tools and
 
Industry industrial raw materials.
 

4. 	 HeaVy Cor-nruction Earthmoving equipment, roadbuilding
 
equipmeint, forklist trucks, cranes, and
 
spare parts.
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The allocation of funds and selection of conodities under the
 

proposed CIP will utilize the existing Fiji mechanism.
 

C. 	 Import-Market Analysis:
 

1) Coposition of.Imports
 

The final composition of commodities t: 
be imported under
the FY 1986 CIP will be decided on the basis of the GOF allocation
system. Nevertheless, based on the anticipated requirements of
the public sector end-users, a general picture of the cormposition
of imports can be drawn. 
 The public sector, including health,

p_lic works, finance and home affairs ministries will be the
 
principal end-users of the propos.1 CIP.
 

2) Fiji's Trade with the United States
 

The statistics covering trade between Fiji and the U. S.
prior to 1980 are sketchy and inconsistent. Based on World Bank
statistics presented in the 1985 Country Economic Report, during
the 1980 
- 1983 period, Fiji had a favorable balance of tr .1e " ththe U. S. three of the four years. However, over the entiruperiod, Fiji's trade with the U 
S. was approximately in balanc
at about 426.4 million.
 

There 	was a steady and significant decl - in US/F4L'an
 ..
ade during the period with exDorts to the U. S. declining from
"'0.9 milY-'n to $20.7 million and imports from $29.9 million to
919.1.
 

Emba-qy statistics indicate that the decline in Fiji 
- US
trade 	continued in the 1984 
- 85 period with imports falling to

$11.3 million and exports to $18.3 million.
 

3) 	 Absorb ive.Caoacity
 

The ongoing shortage of foreign exchange in Fiji is
well-documented and the focus of considerable attention both in
 
and outside of Fiji.
 

IV. PROGRAM IMPLEMENTATION 

A. Implementation Responsibilities: 

1) Povernment of Fiji 

The Grant Agreewent will be signed with the Ministry of
Financ 
which will alao have primary responsibility for program
monitoring and reporting requirements. Allocation of funds under
tlhe program will be coordinated by the Ministry of Finance.
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Disbursement of funds will be carried out under a Letter of
 
Commitment issued to a U.S. bank.
 

For a-' local currency counterpart use, MOF will assign funds to
 
acti',-ies mutually agreed upon between the GOF and AID in
 
coordination with the participating action ministries.
 

Notwithstanding Section 201.65 of Regulation One and in accordance
 
with the CN for this activity, grant funds may be utilized to
 
finance Procurement Service Agent (PSA) agreements to assist the
 
GOF in implemeting the grant under Regulati-n One procedures. It
 
i:; anticipated that one PSA with experience in Regulatior One
 
p-ocurements will be selected.
 

2) A.I.D.
 

The Project Development Officer, USAID/SPRDO, will have
 
primary responsibility for the administration of the CIP with
 
support from the Regional Commodity Management Officer, Bangkok.
 
Special assistance will be provided by the Legal Advisor, Jakarta,
 
as necessary.
 

B. Ap.plicable AIP Regqulations and Procedures: 

1) AID ReQgation .
 

AID's standard financing procedures, applying AID Regulation
 
1 in its entirety, will be applicable to all foreign exchange
 
transactions under the program. After having reviewed the GOF's
 
foreic, exchange allocation and import licensing procedures, it is
 
not expected that these '-D procedures will place an undue burden
 
on the system.
 

2) Eligibe Commodities
 

All items listed as eligible in -he AID Commodity.
 
Eligibility Listing.- 1986 Edition will be eligible for financing
 
under the program. Foreign exchange costs for transportation,
 
marine insurance and banking charges on letters of credit will
 
also be eligible for financing.
 

Authorized Sources of Procureme,,t
 

In accordance with the policy set forth in the AID Handbook
 
1, Supnlement B, for Economic Support Fund and Development r'ipport
 
Fund Grants to CIP's, the authorized source of p-ocurement for
 
commodities and services will be the AID Geographic Code 0UU (U.S.
 
only).
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4) Method .of.Eiancing
 

The Letter of Credit/bank letter of commitment method of

financing will be used for public and possibly, some private
sector imports. All commercial and merchant banks operating in
Fiji will be designated approved applicants by the GOF.
 

5) Disbursement Period
 

The GOF should be given eighteen (18) months from the date
of signing the agreement to complete disbursement of the Crant.
Additionally, the GOF should be allowed up to 12 months after

signing the agreement to request disbursing authorizations.
 

C. Imolempntation Schedule:
 

Dat~e 	 Actjyity
 

1. 07/30/86 PAIP Reviewed in AID/W.
 

2. 
 8/15/86 	 AID/W Approval sent to Miss4-n to prepare/
 
sign PAAD and negotiate and sign nL-
project grant agreement.
 

3. 
 09/15/86 	 Non-project grant agreement negotiated
 
and signed.
 

4. 
 09/30/86 	 Implementatijn Letter giving eligible

commodities Ent to Ministry of Finance.
5. 	 10/15/86 Procurement agent offers are evaluated
 
and PSA is selected
 

6. 
 11/30/86 	 Conditions Precedent for Grant Agreement
 
satisfied.
 

7. 10/30/86 	 Contract for procurement agent signed.
 

8. 11/15/86 
 Bangkok RCMO reviews and appl-ved contract
 
and list of commodities and specifications
 
sent to procurement agent.
 

9. 12/15/86 
 Procur :nents 	are advertised.
 

10. 01/31/86 
 Bid awards are approved 	by GOF.
 

11. 02/15/87 
 Purchase of Commodities 	started.
 

12. 03/30/87 	 First commodities arrive in Fiji.
 

13. 
 05/30/87 Last commodities arrive in Fiji.
 

14. 	 C6/30/87 AID/SPRDO conducts end use and
 
accountability check
 

11. 09/30/87 	 Procurement agent contract ends.
 

16. 09/31/87 	 End of procurement activity.
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D. Program Monitoring:
 

AID will moniuor the progress of a6cawdowns on the CIP
 
through financial reports containing the following information, as
 
will '-,- more specifically described in an Implementation Letter.
 

1) Commodity Import Program
 

(i) Monthly report on allocations made and letters of
 
credit opened;
 

(ii) Monthly report on disbursements;
 

2) Local Currency Generations (if any)
 

(i) Quarterly and cumulative disbursements by the 
Treasur, - :m the Special Account; 

(ii) For each program or activity funded from the
 
Special Account, the amount budgeted for the activity,

disbursements made during the quarter 
 id curn,11,1-;ve
 
disbursements; and
 

(iii) A general description of activities, goods,

ser-'ices, structures and/or facilities, etc., financed under
 
the quarter.
 

AID will, of course, retain the right to audit and inspect
 

activities financed under the CIP.
 

E. program Evaluation:
 

The FY 1986 CIP will be evaluated in calender year 1987 in
 
accordance with the legislative requirements of Congress.
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V. OTHER CONSIDERATIONS
 

A. Impact pn U.S. Balance of, payments:
 

We anticipate that the net impact of this program will be
 
favorable. Over the short 
term, the outflow of U.S. resources
 
will be matched by the procurement of commodities under the CIP,

all of which will have their source and origin in the U.S. Over
 
the longer term, however, the favorable impact on the U.S. Balance
 
of Payment is not likely to be significa._-. Repeat orders and
 
procurement of spare parts will stimulate additional trade with
 
Lhe U.S. In addition, the availability of U.S. goods under this
 
program will strengthen the market position of distributozs and
 
ruppliers of U.S. goods vis. a vis dealers handling commolil:ies
 
Irom other traditional sources of imports, i.e., Australia, New
 
2ealand and more recently, Japan.
 

B3. Use of U.S. Government Excess Property:
 

Gi-'n the nature of the items Fiji is interested in
 
purchasing, it is unlikely that U.S. government excess property

would be appropriate for financing under this program. However,

AID will revimw the possibilities for financing such items where
 
appropriate.
 

C. Environmental Statement:
 

The assistance herein provided is 
in the form of a Commodity

Import Program grant under which AID will not 
have prior knowledge

of the specifi. commodities to be financed. Additionally, the
 
ohjective in furnis....ng this CIP ass sta--e requires neither AID's
 
knowledge a- the .ime of the authorization, nor its control during

imnplementati.on, of the commodities or 
their use in the host
 
country. P -ordingly, the Mission Director and design team have 
determined that this project is categorically excluded from the 
requir-ment for an .,itial Environmental Examination, EA or EIS,
in accordance with section 216.2(c)(2)(ix) of AID Regulation 16. 
This decision has been cleared by the Bureau Environmental O..Zicer. 

VI. NEGOm T ATING STATUS
 

The Mission has had discussions with the Government of Fiji

officials, concerning the design and implementation of the FY 1986
 
CIP. There is a clrar consensus among all concerned that the
 
proposed CIP is adequately designed and sufficiently clear to
 
permit its immediate implementation. No problems nre anticipated

in negotiating the final agreement with the GOr.
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The Conditions Precedent to disbursement will include: (1) a legal
 

opinion that the agreement has been duly authorized and/or
 

ratified by the Grantee and that it constitutes a valid and
 

legally jin.ing obligation of the Grantee; and (2) a statement
 

that the named persons, including specimen signatures, have the
 

authority to act as the representative of the Grantee in
 

implementing the agreement.
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ANNEX "A"
 

I. Eligible Items by.Schedule.B Numbers* and. Related Services
 

A. Funded from ESF ($957,000 maximum)
 
1. Equipment:
 
a) Weather Surveillance Radar Sch. B. Nos. 682.0520

688.4060.710.1010-724.5000
 
b) Computer Hardware Sch. B. Nos. 676.0520-676,.55V5
 
c) Emergency Generators (and other equipment) Sc.
 

B. Nos. 660.542-661.3050
 
d) 	 Windfinding Radar Sch. B. Nos. 682.0520-688.4060,
 

710.1010-724.5000
 

2. 	 Procuremtait Agent Fee:
 

B. Funded from DA Hea.th Account ($400,000 maximum)
 

Various medical and laboratory supplies and
 
equipment: Sch. B. Nos 545.2910-548.0700,
 
661.3510-661.3588, 662.3410-662.6055,
 
70.0110-724.5000.
 

II. Petaileu Discussion on Commoditic, Proposed
 

S,.Commodities and Services Funded from ESF ($957,000
 
maximum)
 

Priority No. l:U. S. Procurement Service Agent.
 

The Mission and the GOF have held discussions on contracting
 
with a U. S. Procurement Service Agent to finalize the procurement

list, advertise for quotations, purchase the eligible commodities
 
and arrange or transport the commodities to a Fijian port of entry.
 

Estimate,- U. S. Cost:
 

Procurement Agent Contract 	 $80,000
 

Other than those ineligible by law or regulation
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Priority No. 2: Weather Surveillance Radar (estimated cost
 
$472,500) (Consignee: Fiji Meteorological Services)
 

The surveillance radar locates cyclones, storms and areas of
 
very heavy rainf'.ll. Its main purpose is for use in monitoring and 
forecasting such severe weather events. The existing radar
 
(installed in.1967).serves as both a windfindirng and weather
 
surveillance radar. Replacement of the present equipment is a
 
priority item with the GOF.
 

Radar equipment designed today no longer combines windfinding
and weather sur%.illance. Combined-use equipment is no loerng.3" 
practical. Given a choice, the Fiji Meteorological Services -Iives 
priority to replacing the weather surveillance capacity over the 
windfinding hardware. The existing radar, essential to thre ro,tine 
operation of Fiji weather forecasting services, is very old and is 
becoming increasingly difficult to maintain. Its cumplete fal lure
is a definite possibility at any time. The naintenance of tA:Ir 
equipment is carried out by the maintenance anid ropaiir persrnneI of 
the Fiji Civil Aviation Authority. This arran;ement .ill the 
th;eather Metorological Office prevents duplicating serv_- s. 

Many of the developed countries (e.g. U.S., UK, NZ) are 
installing or planning networks of powerful remote-sited radlars 
¢ith equally powerful computer processing of the data for wreat-her 
a d flood dorecasting purposes. The proposei, surveillance r0dar 
brid]jes the gap between the existing ailing radar and the I 
perhaps in fifteen years, when Fiji might be able to afford a 
sophisticated centrally sited remote surveillance system.
16-1lacement of both the surveillance radar and the windfi nd]in(,
ralar was the rc.ommendation of a feasibility stt.ily ,onet1 for the 
i'iji Meteorological service in 1982. Since tlhen roplac-Imnent: has 
been an item in the budget, but due to j'suffjcient funds the
 

-equipment ha not been purchased. 

Siting: Ideally, the surveillance radar 5,hould be located to 
cover all of Fiji, i.e,, should be moved to a site on an elevated 
centrally-le,-ited hill. Remote siting with micro-wave links, which 
would greatly improve the coverage of the radar field of view, 
would cost an additional F$220,000, and a ve-ry (1Isirable ad]vanced 
data processing system, similar to th]_ used with the satellite 
data receiver, wcld cost an additional F$300,1 0. The proposed, 
surveillance radar calls fjr a Nadi Airport site, justified on tle 
grounds of the cost and the lack of fundingi for the proposal over 
the 1 ,t three years. In order to make the equipIment operational 
a new tower (included in the cost estimate) wu)iLave to h,, 
installed. The GOF would provide the foundations for such a tower 
provided the supplier designed the tower anl foundation:3 to 
withstand cyclone force winds. The Mission will request the G;O to 
supply the soil and wind conditions necessary frr tower desivn. 
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* 	 e~ Fiji Groii 'f. Is landjs clntLnijouslty are' devas c(1 1)yLrop]'~i 

-YI ycones ,and hurric~nes, t te ig c-'clreab u>LI-r ',r- c t e'f F',1 


inorm- tion, f or; prepating of fECg1-. ca. s a jn~d'u n 



Costs are a major constraint Lboth in sputtin j uj n,:,w ,,, -t i,,tf 
to improve network and in servici.ng exist-ir r,.irlr.d .tat: ions. 
Staffing the many remot, sites with suitably qo'4fled staff is 
also a problem. 

Automatic weather stations offer a pati. ial o>olut: i n. 'i,, 
technologies are well established and se.vernl :,.im,,ervia1 and 
technical options are available. Four stations costing a toLa cf 
arnroximately .00,000 are propsed.
 

The trend world-wide is towards use or a,"Pcl ic w,.nthr.r 
stations, mostly on the grouindt or costs v' nes."-, rft' a tWoi1s,, 
. educe the burden of r.mol e local i",in and r'_,, ,-, !-ciok ;,W ir
on :aff and to get moue frequent- IaLa. 

Several different models of .ut umatic wc..Llier sl. Li ,; ate 
mlanu factured in the U.S. (e.g., ")utron Coliiiviny), nj Il,-;., !y.ii,y 
Llie t' ional Weath"er Service. 

Cct Estinmate: 

U.S. Grant: 

Four automatic weatlher stations - $74,0U0 

FiJ.ji (]overnim iLlt: 

Installation Costs - V0.15,000 

B. Cominod . it es a il c o he frli, 1.11'! DASo.rvi(,.! E1u1(101o1 
Account ($400,000 nlaxi ulif) 

Se-'ral discussions have b"een lie], will lir? Nt.iiif tty ()C 

1la.alth on supplies and eqjuipmien t for both tlie Fiji Schiool of 
.!!,.',]1cne and the training and pati nLut core uni f i of tl .olui>!] 
";a1 [1euorial (CIM) hospital, Suva 'S maljotr '''l'i t.i fci ]i t . 

Mission personnel are very aware of t le ls".erate nr.,s ,roi 
supplies and equipment for both of tlir- .... ' 1.1 i ie. A pro I i ,n I-ary 
prrocurement list has been (raftfed hut MOiMlail'd lnai'y PIA1,9l WK1'i 
would be cheaper to purclase in Stiva. Thie Ill iF ''vlsiiig i i,, 1ii 
') include urgently needed items from the V;S:' which wau] 1In' 

coliipetitive or unavailable in Ft ji.. le aus' tIl i Iist: wi I II. 
Lime *.o finalize, the costs shuwn iin this d ... tiinenl: are .i', n!)u;' 
!,r, ,osed for the grant funds. ."o Procu w'l. P''rvinco Aenlt 
piro",-sed under the ESF funds WONi].V ox:PLr., ! pr nilybe oe(re-
c,''iodities fun,'',d fron the hA account. Any',' ri:i liiing fuds in t., 
r' account would be made ava.ilable F-r Purc'!,-s for thI 2 ,:C Oo ,:r 
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Estimated1 U.S. 	 C,:U: ' t~1item 

1. Supplies & EquipmtrLt 
.. 13 (,fi* 

- Fi ji Sciiool or Mecdic n,. 

- TrainliAg. & Patieit Care, C"i IkINpi I a I : 30, rio'
 

2. 	 Electrical Switchqear, CW-I Hospitni $j 1(, ;0') 

Total ', 00') 



FIJI FY86 CIP: Statutory Thecklist
 

- COUNTRY CHECKLIST
5C(l) 


Listed below are statutory 
criteria
 

applicable generally 
to FAA funds, and
 

criteria applicable to individual fu.,
criurces: Development Assist e and
 

:lonotfic Support Fund.
 

GENERAL CRITERIA FOR 
COUtJ Y 

A. 
ELLGIBILITY 

FY 	 1980 .	 FAA Sec. 41(h)(I 

Continiuifncesolution Sec. 

Ils it been determined
527. 

or certified to the 

Congress
 

by the president that 
the
 

government of the recipient
 

country has failed 
to ta',e
 

s-2p s to
 
adecate measures or 


prevent narcotic and
 other

psychotropic drugs or 


controlled substances 
(as
 

listed in the schedules 
in
 

section 202 of the
 

Comprehensive Drug Abuse 
and
 

Prevention Control Act 
of
 

cuL :vated,

1971) which are 


processed
produced or 
 in
 
illicitly, in whole or 


in 	 such country or 
P--t, 

t..nsporteo through suc..
 
country, from being .ld
 

thewithinilleq=lly 
such country
jurisdiction of 


t- United States Government 
- ... ntstheir 0 
personnel or 

or fLum .tering the united 

States unlawfully? 


Has the
(h)(4).
FAA Sec. 4B 

the2. 

President determined that 

recipient cou-try has 
not
 

taken adequate steps 
to
 

prevent (a) the processing, 
in
 

n part, in such
whole or 

country c' narcotic and
 

-r o'-.
psychotropic drugs the
 
controlled substances, 

(b) 


transporL ,tion through 
such
 

anc.
narcotic
country of 


psychotropic drugs or -her
 
and (c)
,;tances,
control lecd 

as 	a
 

the use of such country 

No.
 

(a) io
 

(U) H.
 

for illegalrefu'le s?trafLicker 


2-9
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3. FAA Sec. 620 c). If 
assistance is to a government, 
is the government liable as 
debtor or unconditional 
guarantor on any debt to a 
U.S. citizen for goods cc 
services furnished or ordered 
where (a) such citizen has 
exhausted available legal 
remedies and (b) the debt is 
not denied or contested b 
-ach government? . 

4. FAA Sec. 620( 2)(1>. .f 
assistance is to a gover'-rent, 

3; it (including government 
agencies or subdivisions) 
taken any action which has the 
effect of nationalizing, 
expropriatit., or otherwise 
seizing ownerrhip or control 
of property of U.S. citizens 
or entities beneficially owned 
by them without taking steps 
to discharge its obligations 
toward such citizens or 110. 
entities? 

5. FAA Sec. 620(a) , 620(f), 620D; 
FT-7 - Continuini I ;oluticn 
Sec. 512. is recp-hnt 
count'.j a Communist country? 
If so, has the President 

Uo. 

determined that assistance to 
the country is important to 
the national interests of the 
Uni.-d States? Will 
assistance be provided to 
Angola, Cambodia, Cuba, Iraq, 
Syria, Vietnam, Libya, or 
South Yemen? Will ass! -ance No. 
be provided to Afghanistan 
.,ithout a certification? No. 

6. FAA So'. 620(j). Has 1" 

coun try 7Trmitted, or failed 
to take 
prevent, 

adequate measures 
the damage or 

to 

destruction by mob action of 
U.S. property? 11o. 

-3n
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7. 	FAA Sec. 620(l). Has the
 
country failed to enter into 

an agreement with OPTC? 


8. 	FAA Sec. 620(o); Fishermen's 
Protrective Act . f 1967, as 
ajenuJed, Sec. 5. (a) Has the 
country seized, or imposed any 
penalty or sanction against, 
any U.S. fishing activities in 
international waters? 

(b) I[ so, has any deduction
 
required by the Fishermen's
 
Protective Act been mac ? 


9. 	FAA Sec. 620(q); FY 196
 
Continuing Resolution S-7.
513. (a) Has t - gov. .,.'Ent 

c- the recipient country been 
in default for more than six
 
months on interest or
 
pri-cipal of any AID loan to
 
the 	country? (b) 1'1s the 
country 1.2n in defult fnr
 
more than one year on 
or principal on any U.S. loan
 
under a program for which th_ 
appropriation bill (or
 
continuina resol.ution)
 
appropriates funds?
 

10. 	FAA SEC. 620(s). If
 
contemplated assistance is
 
development loan or from
 
Economic Support Fund, has the
 
Administrator taken into
 
account the anvount of foreign 
exchange or other resources
 
which the country has spent oii 
military equipment? -p. 

(Reference may be made to the
 
annual 'Taking Into
 
Consideraticn" memo: *Yr', 
taken into account by t' 
Administrator at tirne ol 
approv ' of Auency nYB." This 
approval by the Aclrministrator
 
of the Operational Year Budcet 
can 	 b- the basis for an 
af[irmative answer durinri th~e 
fiscal year unless sinnrificant 
changes in circumstances
 
occur.
 

-31-


Yes. 	But this was taken into

consideration by A/A[D in setting
 
Fae6 OYB levels.
 

No.
 

(a)Nlo.
 

See FY86 T TC (ei,,.
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11. 	FAA Sec. 620(t). Has the
 
country severed diplormtic
 
relations with the United
 
States' If so, have they been 

resumed and have new bilateral
 
assistance agreements b.on
 
negot'Paed and entered into
 
since such resumption?
 

12. 	FAA --:. 620(u). What i the 
paymenc status of the 
country's 74.N. obligations? 
If the rountry is in arrears 
were such arrearages taken 
into account by the AID 
Administrator in determining 
tLle irrent AID "rerational 
Year Budget? (R-2Ference may 
be made to the T -king into 
Consideration memo.) 

13. 	FAA Sec. 620A. Has the 
government of the recipient 
country aided or abetted, by 
grantii , sanctuary from 
prosecution to, any individunl 
or groLu which has committed 
an act of international 
terrorism? 

14. 	 ISDC" C 1985 Sec. 552(b). 
is the Secretary ofStLate 
det-"ni.,ed that the counrLy i 
a high terrorist threat 
country after the Secretary of 
Tra'.sportation h- determinc., 
pursuant to section 1115(e)( 2 ) 
of the Federal A.-ition Act of 
1958, that an airport in t' 
country does -nt maintain arl 
admini.t'er efiectiv- secuL.Ly 
measur -7 

NO. 

No couintry , iving AID FY86 0'13 
is in violation of FAA 620(.1): S 

A/AID FY86 TIC Memo. 

No.
 

http:secuL.Ly


-5

15. 	FAA Sec. 666. Does the
 
country object, on the basis
 
of 	race, religion, national No.
 

sex, _j the presence
origin or 

of any officer or employee of
 

the 	U.S. who is present in
 

such country to carry out
 
economic development programs
 
under the 	FAA?
 

16. 	FAA Snc. 669, 670. Has the
 

country, ".ter August 3, 1977,
 

delivered or received nuclear
 

enrichment or reprocessing
 
equipment, materials, or
 

'4technology, without specified
 
arrangements or safeguards?
 
Has it transferred a nuclear
 
explosive dev ce to a
 

or
non-nuclear weapon state, 

if such a state, either
 
received or detonated a
 
nuclear explosive device?
 
(FAA Sec. 620E permits a
 
special waiver of Sec. 669 for
 
:Pakistan.)
 

If the country
17. 	FAA Sec. 670. 

is a non-nuclear weapon state,
 

has it, on or after August 8, NO.
 
1985, exported illegally (or
 

attempted to export illegally)
 
from the United States any
 
material, equipment, or
 
technology which would
 
contribute significantly to
 
the ability of such country
 
to manufacture a nuclear
 
explosive 	device.
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18. ISDCA of 1981 Sec. 720. Was 
the country represented at 
the Meeting of Ministers of 
Foreign Affairs and Headz of 
Delegations of the 
Non-Aligned _guntries to the 
3Fth General Assembly of the 

riji was present, did not 
so disassociate, but this was 
taken into co'nsideration by 
A/AID is establishing F86 

U.c4. of Sept.'25 and 28, OYB levels. 
1981, and failed to 
disassociate itself from the 
communique issued? If so, 
has the President taken it 
i:..o account? (Reference 
may be made to the Taking 
-into Consideration memo.) 

19. FY 1986 Continuinhc 
Resolution Sec. p41. 

Are any of the fi'-ds to be 
used for th- performance of 
aL,_tions as a method of 
family planning or to 
motivate or coerce any No. 
-person to practice abortions? 

Are any of the funds to be 
used to pay for the 
performance o involuntar" 
sterilization as a method of 
family planning or to coerce 
or provide any financial 
incentive to any person to 
undergo sterilizations? 

Are any of the funds to be 
used to pay for any 
biomedical research which 
relates, in whole or in 
part, to methods of, or the 
performance of, abortions or 
involuntary sterilization as tio. 
a means of family planning? 

-34
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20. 	 FY l:db Continuing
 
Resolution. is the
 
assistance being mace
 
availaule to any
 
organization or program 
which has been determined as 
supporting or participating 
in the management oh. a 
program of coercive abortion 
on involuntary sterilization? 

If assistance is from the
 
population functional
 
account, are any of the
 
funds to 'L.made available
 
to family planning projects
 
which do not offer, either
 
directly or through referral
 
to or inf-rmation aoout
 
access to, a broad range of
 
family planning me*'ods and 

services?
 

21. 	 FY 1986 Continuing
 
Resolution-7ec.:;29. Has
 
tne reci- " country been
 
det-:mined by the President
 
to have engaged ii .,
 
con.' -Lent pat,.ern of
 
opposition to the foreign
 
policy 	of the United States? 


22. 	 FY 1Q86 r itinuing
 
Te-jsu.,7io3n Sec. 513. Has
 

the iiily elected F.-ad of 
Government of the country 
been deposed by mi.itary 
coup c-.decree? 

MJNDING SOURCE CRITERIA FOR
 
OUNT2Y ELIGIBILITY 

1. 	 Development Assistance
 
7w ntry criteria 

7',A Sec. 116. Has the
 
-par;.menC of State
 
determined that this
 
go-...nment has engaged
 
in a consistent pst-tern
 
of gross violations of
 
internationally recognized
 
human rights? If so, can it 


be demonstrated that
 
contemplated assistance N'.1
 
directly benefit the needy?
 

No.
 

No.
 

o. 

No.
 

No.
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2. 	 Economic Support Fund
 
Country Criteria
 

FAA Sec. 502B. Has it been
 
determined that the country 
has engaged in a consistent 
pa'.3rn of gross violations 
of internationally 
re'ogni ed human rights? No. 
.If -, has the country
 
made such significant
 
improvements in its human
 
righits record that
 
furnishing such assistance
 
is in the national interest?
 

-36



3(A)2 NONPROJECT ASSISTANCE CHECKLIST
 

The criteria listed in Part A are
 
applicable ge:.:rally to FAA funds, and
 
..Aiould be used irrespective of t>-2
 
program's fundino source. In Part B a

distinction is mue between the
 
criteria applicable to Economic
 
Support Fund assistance and the
 
cri'eria applicable to Development

A--sistance. Selection of the criteria
 
will depend on the funding source for
 
the program.
 

CROSS i-,'ERENCES: IS COUNTRY
 
CHECKLIST UP TO
 
DATE? IDENTIFY. Yes.
 
HAS STANDARD ITEM
 
CHECKLIST BP"N
 
REVIEWED? 
 Yes.
 

A. 
GENERAL CRITERIA FOR NONPROJECT
 
AS SI STANCE
 

1. 	 FY 1986 Continuing Resolution
 
Sec. 524; FAA Sec. 634A.
 

- scribe how authorizing an] 
..)propriations committees of 
 A CN 	 was submitted. The waitingSenate and House have t' en or period has expired without-will be notified concerning Congressional objection.

the proj--t.
 

2. 	FAA Sec. -11(a)(2). It
 
furth r iegislative action is
 
.equired within recipi..t
 
count.y, what is basis for
 
reasonable expectation that
 
such act&.,n will be completed No. further legislative action

in time to permit orderly is reqUird.

accompli&"ment of purpose of
 
the assistance?
 

3. 	FAA Sec. 209 Is assistance
 
more PfEiciently and
 
effectively given through

regit-11 or multilateral
 
orgai-ations?37

-37



so, 	 why is assistance not so 
given? Information and
 
conclusion whether assistance
 
will encourage regional
 
development programs.
 

4. 	 FAA Sec. 601(a) Information 
and 	conclusions whether

assistance will encourage 
effort3 of the country to: 
(a) 	 increase the flow of
international trade: (b) 
foster fostr pivaeintiaiveandshouldprivate initciative and 
competition; (c) encourage
development and ure of 
cooperatives, credit unions, 
and savings and loan 
associations; (H) discour .e 
moncpolistic practices; (e) 
improve technical efficiency 
of industry, agriculture, and
 
commerce; and (f) strengthen
 
-free labor unions.
 

5. 	FAA Sec. 601(b) information 
and conclusions on how 
assistance will en,.urage U.S. 
private trade and investment 
abroad and encourage private
U.S. participation in foreign 
assistance programs (including 
use of private trade channelsand 	 the services of U.S.private enterrise) . 

6. 	FAA Sec. 612(b), 636(h); FY 
1986 Continuing Resolution 
Sec. b57. Descrioe steps 
taken to assure that, _j the 
maximum extent pos.,le, the 
country is contributing local 
currencies to meet the co-t of 
contrae'1--l and other 
services, and foreign
 
currencies owned by the U.
 
are ut.'7 .zed in lieu of
 
dollars.
 

-38-


Grant of fo e .gn exechange will 
will finance key public sector 
development i,,uts, which in t ,
develo 	 hent inputs wh flow
 

help 1nc-~ase the flow
of internati...i trade, foster 
private initiative., arid i: prove
technical efficiency all 
assisted areas.
 

The Grant CIP nil i dholster the 
economy in general and permit 
the import of U.S. goods and 
some related services, improvingthe climate for future U.S.business iniatives in Fiji. 

N/A. 
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7. 	 FAA Sec. 612(d). Does the 
..S. own excess foreign
 
currency of the country and, 
 No. 
if so, what arr-ngements have
 
been made for . - release? 

8. 	FAA Sec. 601(e). Will the
 
assistance utilize competitiv Yes. 
selection procedures for the 
awarding of contracts, except
wher applicable procur.:ment
rules allow otherwise? 

9. 	 FAA 121(d). If assistance is 
being furnished under the N/A.
Sahel Development Program, ha
 
a deter... -tion been made tha 
the 	host government has an
 
dequate sy-tem for accountin
 

for and controlling receipt
 
,,ad 	expenditure of A.I.D. 
funds?
 

10. 	FY 1986 Continuing Resolution
 
Sec. 533. Is disbursement of
 
the assistance conditioned No.
 
solely on the basis of the 
. Licies of any multilateral 
institution?
 

B. 	FUNDING CRITERIA FOR NONPROJECT 
ASSISTANCE 

1. 	Nonproject Criteria for
 
Economic Support Fund
 

a. FAA Sec. 531(a). Will
 
this assistance promote
 
economic and political
 
stability? To the maximum 
 Yes.
 
extent feasible, is this
 
assistance consistent with th
 
policy directions, purposes,

and 	programs of part I of the Yes. 
FAA?
 

b. 	FAA Sec. 531(c). Will
 
assistance under this chapter 
be used for military, or No. 
parAmilitary activities? 

-39
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c. FAA Sec. 531(d). Will ESF
 
funds made available for
 
commodity import programs or
 
other program assistance be
 
used to generate local 
currencies? If so, will such 
local currencies be available 
to support activities 
consi-t-ent with the objectives 
of FAA sections 103 through

106? 

d. ISDCA of 198r lec. 205.
 
Will -F funds i.ade available
 
for commodity import programs
 
be used for the purchase of
 
agricultural commodities of
 
United States-origin? If so,

what percentage of the funds 
will be so used? 

e. I,DCA of 1985 Sec. 801.
 
If ESF funds will be used to 
finance imports by an A .ican
 
country (under a commodity
 
import program or sector 
program), will the ac-eeme-t
 
require t._. ",ose imports be 
u- 2d to meet long-ter... 
develop....nt needs in I,-se 
countries iL accoruance with
 
the followin, criteria?
 

(i) spare parts and other 
imports shall be allocated
 
on the basis of
 
evaluations, by A.I.D., of
 
the ability of likely 
recipients to use such 
spare parts and imports in
 
a maximally productive,
 
employment generat-ng, and
 
cost effective way;
 

(ii) imports shall be 

coordinated with
 
investments in accordance
 
with the recipient
 
country's plans for
 
promoting economic
 
development. A.I.D. shall
 

-40-


Only public sector imports which 
do not generate local currency 
are contemplated at this time. 

Not for this CIP. Section 205 
of ISDCA of 1985 has been 

satisfied on 3 world-wide basis 
for FY86. 

N/A. Not an African CIP. 

N/A.
 

N/A.
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assess such plans to
 
determine whether they will
 
effectively promote
 
economic development;
 

(iii) emphazsis shall be
 
placed on imports for 

ag-'-ultural activities
 
which w*Il expand
 
agricultural production,
 
particularly activities
 
which expand production for
 
export or production to
 
reduce reliance on imported
 
agricultural products;
 

(iv) emphasis shall also
 
be placed on a distribution 

of imputs having a broad
 
deve ,pment impact in terms
 
of economic sectors Q.d
 
ge- '.ic regions;
 

(v) in order to maximize
 
the likelihood that the 

imports financed by the
 
United States under the ESF
 
chapter are in addition to
 
imports which would
 
otherwise occur,
 
consideration shall be
 
given to historical
 
patterns of foreign
 
exchange uses;
 

(vi)(A) seventy-five
 
percent of the foreign 

currencies generated by the
 
si , of such imports by the
 
g, rnment of the country
 
shall be deposited in a
 
specie_ account established
 
by that government and,
 
except as provided in
 
subparagraph (B), shall be
 
available only for use in
 
ac..rdance with the
 
agreement for economic
 
development activities
 

N/A.
 

P/A.
 

N/A.
 

N/A.
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which are consistent with
 
the policy directions of
 
section 102 of the FAA and
 
which are the types of
 
activities for which
 
assistance may be provided
 
under sections 1q3 through
 
106 of the FAA;
 

(B) the agreement shall 

require that the government

.f the c-untry :Ike
 
available to the United
 
States Governmeht such
 
portion of the amount
 
deposited in'the special
 
account as may be
 

termined bi the President
 
t) be necessary fo:
 
requirements-of the United
 
States Government.
 

.f._ ISDCA of 1985 Sec. 207.
 
Will ESF funds be used to
 
finance the construction of_
 
or the operation or
 
maint-nance of, or the
 
supplying of fuel for, a
 
nuclear facility? If so,

has the President certi-ied
 
that such country is a
 
party to the Treaty on the
 
Non-7-oliferation of Nuclear
 
Weapons or the Treaty for the
 
.zohibition of ",.clear Weapons

in Latin American (thc 2reaty

-f Tlatelolco'), cooperates
 
rully with the IAEA, and
 
nursues nonproliferation
policies consistent with those
 
of the United States?
 

g. FAA Sec. 609. If
 
commodities are to be granted 

so that sale proceeds will 

accrue to the recipient 

country, have Special Account 

(counterpart) arrangements
 
been made?
 

-42-


N/A.
 

No.
 

The CIP Agr-ement so p". des,
 
but no sales proceeds ar
contemplated for planned public

sector imports.
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2. NonproJect Criteria for
 
Development Assistince
 

a. FMA Sec. 102(a); 11i; 113: 
281(a). Extent 
.j which
acEtiity will (a) effectively 
 Health DA money isplanned


7c~tvlt wilinvolve the poor(a ineffctielyto be useddevelopment, by extending eu healthvh
e d forfor ha
equipment impo. '.shaving 
access to economy at local 

no known benefits to (a),(b)o0 (c).

level; increasing

labor-intensive production and
 
the use of appropriate

technology, spreacling

in," tmert out from cities to
small towns and rural areas,
 
and insuring wide
 
participation of the poor in
 
the benefits of develment on
 
a sustained basis, using the
 
appropriate U.S. institutions;

(b) help develop cooperatives,

especially by technical
 
assistance, to assist rural
 
and vrban poor to help

themselves toward better life,

and otherwise encourage

demzocratic private and local
 
governmental institutions; (c)

support the self-help efforts
 
of developing countries; (d)

promote the participation of
 
women in L,,e national
 
economies of developing
 
countries and the improvement

of women's status; and (e)

utilize and encourage regional

cooperation by developing

countriese
 

b. FAA Sec. 103 
1 'A 104f
105, 06, 107. Is assistance 
 Health DA financed imports

be in - made ava ilable : we a t isff ully t s
 
'incl .-2 only applicable 
 will satisfy fully the
paragraph which corresponlq 
to requirements of FAA 104(c).-ource 
c: funds used. If more

than o... fLnd source s used
 
for assistance, include
 
relevant paragraph for each
 
fund so.-ce.)
 

-43



(1) (103] for agriculture. 
rural development or 
nutrition; if so (a) extent to 
which -ctivity is specifically fI/A. 
designed to increase 
productivity and income of 
rural poor; [103kj if for 
agricultu-al rt~.!arch, full 
account shall be t'ken of the 
needs of small farmers, and 
extensive use c' field testing 
to [apt basic res4arch to 
lck conditions shall be 
made; (b) extent tb which 
-ssistance is used in 
coordination with efforts 
carried out under Sec. 104 to 
help improve nutrition of the 
people of developing countries 
through encouragement of
 
increased production of crops
 
wi'h greater nutritional
 
value, improvement of
 
planning, research, and
 
education with respect to 
nutrition, particularly with
 
reference to improvement :nd
 
expanded use of indigenously
 
produced foodstuffs; and the
 
undertaking of pilot or
 
demonstration of poor and
 
vulnerable people; and (c)
 
extent to which activity
 
increases national food
 
security by improving food
 
policies and management and by
 
strengL...ning national food
 
reserves, with particular
 

- concern for--the--needs of the 
poor, through ,neasures 
encouraging dr %stic 
production, building national
 
food reserves, expanding
 
av ilable storage facilities,
 
reducing post harvest food
 
losses, and improving food
 
distribution.
 

-.

-44
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(2) (104] for population
 
planning under sec. L4(b) or
 
health under sec. 104(c); if 

so, extent to which activity

emphasizes low-cost,
 
integrated delivery systems

for health, nutrition and
 
family planning for the
 
poorest people, with
 
particular attention to the
 
needs of mothers and young

children, using paramedical
 
and auxiliary medical
 
personnel, clinici and h'ilth
 
posts, c-inmercial distribution
 
systems -nd other modes of
 
community research.
 

(3) (105] for education.
 
public administration, or 

human resources development;
 
if so, (a) extent to which
 
activity strengthens nonformal
 
education, makes formal
 
education more relevant,
 
especially for rural families
 
and urban poor, or strenchens
 
management capability ot
 
institutions enabling the poor
 
a.n rticipate in d- lopment;
 
and -))extent to which
 
a_,.ance provides advanced 
education .. d training of 
;.op l a in developing countries 
in - :h disciplines as are 
-iquirad for planning and
 
implementation of public and
 
private development activities.
 

(4) [1061 for technical
 
assistance, energy, research, 

reconstruction, and selected
 
development problems; if so,

extent activity is: (i)(a)

concerned with data
 

/
 

N/A.
 

N/A.
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collection and analysis, the
 
training of skilled personnel,
 
research on and development of 

suitable energy sources, and
 
pilot projects to test new
 
methods of energy production;

and (b) facilitative of
 
geological and geophysical
 
survey work to locate
 
potential oil, natural gas,
 
and coal reserves and to
 
encourage exploration for
 
potential oil, natural gas,
 
and coal reserves.
 

(ii) technical cooperation
 
and development activities, 

especially with U.S. private

and voluntary, or regional and
 
international development,
 
organizations;
 

(iii) research into, and
 
evaluation of, -,conomic 

developmen- processes and
 
techniques;
 

(iv) reconstruction after
 
natural or manmade disaster; 


(v) for special development
 
problems, and to enable proper
 
utilization of earlier U.S. 

infrastructure, etc.,
 
assistance

(vi) for special development,
 
especially small
 
l-or-intensive enterprises, 

marketing systems, 'nd
 
financial or other
 
institutions to help urban
 
poor participate in economic
 
and social development.
 

N/A.
 

N/A.
 

N/A.
 

/A.
 

N/A.
 

N/A.
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(5) [1071 is appropriate

effort placed on use of
 
appropriate technology? N/A.

(Relatively smalleL,
 
cost-saving, labor u:ing

technologies that are
 
generally most appropriate for
 
the small farms, small
 
,b-inesses,and small incomes
 

of the poor.)
 

c. TAA 118(c) and (d). Does
 
the assistance comply with the
 
environmental procedures set
 
forth in AID Regulation 16. Yes.
 
D -s the assistance take into
 
consideration the problem of
 
the destruction of tropical
 
forests?
 

d. FAA Sec. 281(b) Describe
 
extent to which the activity

recognizes the particular

needs, desires, and capacities

rf the people of the country;
 
utilizes the country's

intellectual resources to
 
encourage institutional Higher medical education willdevelopment; and supports be fostered by the importation
civic education and training key health education imputs.
in skills required for
 
effective participation in
 
governmental and political
 
processes essential to
 
self-government.
 

e. FAA Sec. 122(b) Does the
 
activity give reasonable
 
promise of contributing to the yes.

development of economic
 
resources, or to the .increase
 
of productive capacities and
 
self-sustaining economic
 
growth?
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