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*~. ~AGREMENT,
 
'-y ~ ~BETWEEN
 

Tlfl COVR1INENT1OF THE PEOPLE'S RFPUILIC OF EANGLA~DES11A 

- THE G~OVERNMENT OF' THE' UNITED STATES OF~AMERICA ,. 

r 7 ~jz ~ ' FORi- a A.-

SALES OF' AGRICULTUJRAL COI'M DITIES' 

JTbe Government of the United States of, Americal and cL
 
,ovetnmenr-o.1 the Reople's RepuIbl c of Banoladelsh,
 

Recogising th~e desirabilitv, o,;- di -\ inrd 

agriLculrtiral ht--t~ TUr
,tw.'en%;the :te(r1, !7tates of AAmor ica 
(hereinaf ter rf (,rr- d ro0 the0. r-,ort1161. co~untty) adfL tho 

People's~ Rep)Ulic 0: Ban( ljadcrh (hcieinatce-r rfcrr.d to as the 
importing counr7) .and with other fri,'ndly countries in a 
manner that wJ.Il. not displace, ustial mnrketings of, tbo exporting 
conr hs 'f~oii(so undulyy-disrupt: world prices of 

.agricultural' commoditi-es or normal pattorns 'of comrneiia . rade1 
with fr iendly. councries; 

Taking into account the. importance to develop~rig countries. 
of their cf f orc to' help themselves toward a greatet -degroe of 
self 7relian-L , including efforts. to mecc their problems of food 
production and population' growtha 

Recognizing the policy of the exporting country to use its 
-agricuitura±1 productiv4 'ty Lc comb~tt h'unger and malnutricion in 
the dov0'oping Icountries, to Pncouiraqe these countries to 
improve cheir~ own agriculwural production-, and to assist them 

it, K in their:,economic development, 

Recognizing the detiv.rmination'of thG- importing co~untry to
 
improve its own production, storage, and distribution-of 
agricultural food producbts, including the reduction. of 'waste in 
all Stages of food handling,. 

Desiring to set forth the underscandinas that will .gov'ern 
the salos of' agricultural commodlities to'?th'e impbtn Counrtry'
pursuanit to Title I of the AgricUltural Traft DGvel-opment and 
Assistance ACE cf,1954, as amcnded (hereiniafter reforrced to as
~' the Act) , and thc meaosures( hr the t-1 Govcrnii'ncs wiL ra, 

2- ~.,individually and coli cive1l' ill furthering. rh~kabove-mutitionc-d 
policies'. 

-

-Have agreed as follows:.. - . 



V.? rT 	 T., "TNErbh\L TrOVITnNS 

,R7TCLE T 

A., Aorcgir-,n [o 'irau<c Cs', d:y Sales 

The Oovcrnmenc cf thc cxrc rtIng courcr", t-n 

fiiiance the s:alc of aqriculrura.. comrodj,'rjt to purchasers 
authorI zc ,y rhe Cov.r.nmrc of cht importing c,),,ncry :.r 
accordanct, with erms .-C:.: r.nCJncicic'ns sec fc':ch in this 
Agr (cuncn t 

B1 	 Purchase_Auchcrj.zat,ccls 

The financln g of -h-. agricul Luzal cojrnocti, s listc.. 
Part II of r.hir AgrL('cancri .l bc. subj:ect to, 

1, 	 the issuance che GovErnin(.nt of i:. ,xporciing 
country of purchase authori~ariors and thoijr 
acceptance by the Gov..rnmenr of uhc Importing 
country; and 

2. 	 the availab.] icy of the !:pucifiedCcommodities at the 
time of exportation. 

C. 	 Application foL Purchase Authorizatio'is 

Application f.rr purchase auchoridoCicns will. b,: miadc 
wichin cffccive 
with 

90 da
rCspectr 

ys 
to any 

aftcf the 
adicional 

date of 
zcnmodicic,. 

this 
or 

Agree
amouns 

mcnt, 
of 

and, 

commodict.es prcj.r(c for in an'i supplcmentary Aqr:ement. within 
50 days after th,. cffect:ive de,.. of such suppleocnrary 
Agreement, Purch*asf- authorizatieons s:hall. in.ucludc provisions
rclating to tho sai. and J3divery ot. such commodities, and 
other relevant matters. 

D. 	 Del iv..ry i'oriods 

Except as may bc auchoriz-a6 by t:h- GovetnmEnt of the 
exporting country, a.11 dclivwri.s of commodities sold urnder 
this 	Agre,.ment shall. be wad-e wizij n . su ,[.iy ncrioe:s 
specificd in the cominodity rah]: in Parr_ TI, 

rai:um ExpertP. 	 m Values 

The valu': .f zhd total qar,. of .ach comv:.t coered 
by th- purchas, auth-c, izations slal not &xcccd rhic maxirum 
export markct valui: spccifid f;r uhar commodicy in Part I!. 
The Governr.,, c of ch,., ui rn ourtury iay limir tr1, 'noal 
value of each commcr'icy cc be eo;.red by purchasc
authoriZdLionz dci. ocher 
r :quirc, so rhEL th, qu.r.. ties cP sich comnodic so.! wil.] not 
sui.stanr.i211y exceed tic opplicablic. approximate. maximum 
quantirtY specificd in Part Iia 

as p]- CKrines or marl.tcinq factors may 

i 

http:GovErnin(.nt


i - 3 

F. Ocean Freighc 

The Coverr.irienc of the exporcing country shal. bea the 
ocea;, freight cOifferenr.iol for commodicies the Government of 
the exporcinq country requires to x, cricnsporreC in ".ni ced' 
States flag vessels flepp.ro.vivac, ly 00 co 75 percent by w.icjh.
of the corIro]i.icies Lo',6 uner chc At-reemrr' )'l)e ocean fz5ighcdifcrential I d e n e o hae mj, CctLe nede o3s rhc
 
Government Of cite eporcing councrvy, by :hich 
 th cost of oceai 
cransporcatio; (cthen iulc' c.is higher . oche.,,ise he . (,,se) by 
reason of the rcqui.renenc chic che conrnoi.iies he tre-rporceo2 
in Uited states vesseJ.:,. The (:overnrmenc cC chr irporrng
country shall have t o obl gacio! co reim!.burse the Goverimenc of 

-the exporting cou:,cry or dcposic ]cc: . currercy or the 
imporcinc country for the ocean rreight CiffeLencial borne by 
the Governmnent cf r!:e expcorc'-rir couhicy. 

G Transportacion Letters of CrecliC
 

Promprly efter cccracr.inc' for U,:ice6 'caces flzo shipping 
space to be used fct comnmoditces requircd'to be transported in 
United States flag vessels, and in )ny event not lacer cthpn
presentation of vessels for loodinr, the Government of the 
importing country or che purchasers authorizc( by ic shall open 
a letter of credic, in United ,rcaces do.13ars, for the estimated 
coc of ocean transportation for such cornocicies. 

I-. ChFnge. Cftcu;:srCanceb 

The financing, sale, and: &elivery of coru'odicies under 
this Agreement may be ccrmpinate C by either Coverimenc if that 
Government determines that because of changeC condicions the 
continuation of such financing, sale, or (lelivery i!
unnecessary or un-Sesirable. 

ARTICLE II
 

A. Initial Payment
 

TLhe Government of the importing country shall py, or 
cause to be paid, such initial payment as may bE specified itn 
Pprt II of this Agreevenc, The amount of cHi., pa.yment ,.hail. be 
that portion of the purchase price (e;clt'i.Fin1g an, ocean 
rrarusporcacion coscs chat r,ay bc incluckd there.;,) cu.ui-l co the 
percentage specified for inicial payment in Part II, ane: 
payment shall be made in United States dollcrs in accordance 
with the applicable purchase authorLzacion. 

B. Currency Use Payment 

The C;over ,.enc of the Jmportin(, country shall pay, or 
cause to be paidC upon "C--ane by the Covernmenz of thf' 
exporting country in amounts as it may 6etermint-, buir in any 
event no later than one year after che final dis'uv"semenc by 



kvN~~3I 

... 

33 ~ 

* 

~~J ~ 'i -3~ 3 

'3~3 3 3. 3'k' ' ~3 ' 3- -- 3 3 ~3T 
Comnf o ity Crcdir Co po ato 33 (-, 333 33eme t 3r 333333thlS .33 .3 

nd of 33.343 supl perod' 3333er whchve suc pi3' as 3 

FcOL'e Coftdie arount firnoaceony-:unl exoringAgcoumntr oir thel 

endaofent supply1e ma~d, 

for beosspecificr in Is fetisn 104r(a) , (b (ue)nd (ho
 
IT.' iacovrdac lwis araerapp Hu'anrnO
 
ma rr 

occforho1Act,. asfset forch i ear. :11 of reer-Areoto ac shL
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opfhed int ar c I, orktesr :I il b(,emntSdchb
 
for prpos-s i Sbseetnoff(e, (a)and(h 

forthi~r a.ciL 
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ro~heac yar
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C.u Type comFnaning~~ycn~o r~tia1ad2trs 

Sac l*teqmoiisspecifiod in fr -art ade bynoshec II, amncwl-

financed in accordance ,with the type of f'inancing inCdicateod 
theroin0 Special provisions relac'ing to rzhr sle aieaso
 
forth in Parr ii. ~
 

.DI Credit Provisions Applicable- to sales to be Financed on
 
Credit Terms When Sutch Finanicing Terms are Specif ied in
 

S Part :11
 

l11 With respect to comroditi.; -delivcred in each 
calendar year under 'thiS Agreement, cI~m~principal. of rhe, credit
 
(hcreinafter referred to as piincipai) will- consist.oF'che
 
'dollar amount di~sbursed by the Gove~rnment of the oxpot-n 
country for commodities (not 'including any oce-an) transportation, 
costs).
 

The principal shall be paid in accoidaoc with th-li pamnt 
s'chedule in Parr -Ii of this Agrceeent,- The first insallment 
payment shall--be duc -3nd payable ontrhe date spcci-fie.& in Parr 
IT of tY,'is Agrcemcnrt Subscque-nr inscallmnent payrnen'ts shall be 
due and payable at- intervals of one yoaLr thoreaftc-r. Any 
payment of principal may be made prior to its, due date.

2. Iterest on rho unpaid hF-,ance: of the Principal due 
the Government of the exporting recuncry fcr t-he coimr-odities 
dclivered in each calend ar year shall be paid' as follows. 

a, -In. the casc...'of DO.-LFr 6ciinteresc hl
be 4 n to accrue on the date of lasc: dolivery of chcst 

in each calendar year.' Interest shili he paid- notrcomm6dicies 
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later than the cue dace of each installment payment of 
pr incaP& excepc ct';,c if Ahc dace of r" i cr.cili'Sc?1lnve;c is 
more than a year after such Cate of ]Lst ,oiverv. the first 
payment of inceo:esc shh,. be riaC'e ,o lc,:r ch,-ii c;. )r~nivcYsFr
dace 	 of such c6ate of ta -c ,c.]iv7.-'. - ..rc cherc:,f cc r p , ,c of 
interest shn 1 be reIc£ zrr.u3 1 - ,, IroC 3 C(UL CL.IA the' :UC' C.aCe 
of ccL i r.to] Jr'esc p,>lvmrnc of ptincipa1. 

Ir.chc care of Conv.L ci %]e Loct.! Cnrrepc 
Credict I ncre-.ic. ]I ~ ii t ccUorOP (,Tce Of ("Oil I 
(isurse.1cnr. .' the CoXec iU C cf[ ie e'.poi- L Cl co)'n.r*.., Such 
.ce resc shal i ?e paid a-u-c,. '/ ecinvi.a. on e yeai: after, cliC 
dace 	of 1E.SC deliverV of ciz:noc. i".ceach, cYJendai ycar. 
except ch .c if the i no. t ,, p.'i on c.. ;o[ c -.es. c:onrcdicies 
are ooc cue oi the . ar.iversar' of toh ( c, of J t 
cdlivery, any such interest accrue 0 on che due rXcf, cf thE 

tirst iislcaIlmen_ !_ayrent shall 1-. cue on the sArltz ,'ace as Ote 
first insccel).menr r c hereafcer such ircervsc shadl he paic or 
the daces of the subsequent iracallrerit paymecs. 

3. For the perioC of cinr from tie r]ace cho jiceresc

becins co the due 6ace for the first installment pnymerc, the
 
inceresc shall be compute% ac the 5in.tial intercst rat:.
 
specified in Part II of this Acireemetic, Thereafter, the
 
interest shall be compuce(O at the continuing interest race
 
specifiec. in Part II of this Aoreemn.c
 

12. 	 Payment Provisions Ap:licai]le co Sales co be Financed on
 
CreGic Terims When Such Financinc Terms are Specified in
 
Part II
 

A21 payments shall be made in United States .*2ol Jars or, if
 
the Covornmenc of the epcr (ng ccuncry so e]eccs.
 

1o 	 the payments shall be made in re-,acily convertible 
currencies of chirr1 councties ac a mucually aqreec rr.ce of 
exchange anc shall be used by che Govrnmenc of the exporcing 
country for paymenc of its obligations or in the case of 
currency use paymencs, useu for the purposes sEc forth in Part 
II of c,,i Agreement. or 

2, the paywencs shail. be maOe in local curre'cy ac che 
applicable exchange race sprcifiet( in Parti, A;-:c.c.e: III, G of 
this Agreement in effect cn che dEare of pae nc, she,] at 
the option of the Gevernmect of the exporcing councry7, be 
converce6 co United States Collats at the some rac. OL used by 
the Cvernmenc of the exporting councry for payment of its 
obligations or, in the case of currency uz;e paymercs, used for 
the purposes sec forch in Farcc .-f of this 7,gceemeit in the 
imporcing country. 

http:ncre-.ic


F, Pa toyrnt rovisions t~pl icabl cosal-'r',t b-i'nariceC- on'>Local ,Cutcy '€rccnT-::rms1.when S uch Financinq er..s a. 
7 ;~ 

f J iLa r 

' W 1poThnGovcrnmegof i counrpryys or 
oaLIS6C e paito r n rn c t

7-7-d rtTbf-1o66-ca urroncy equi a~ltrto 7the -doll6r.amoun~t7 
- '1bursod by 'th, ,Gov~arnmenc of the, exporting For t-he 

: commoditics , to be' fiance on roecjuucurency torms tDeincludinq any ocan transportation costrs) any'porcion of 
the n.ri..paymnt payable in dolarsnot lar-or thar, 120 daysi$after the date of clisbursenent by thc, C-ov'ornin t of the
exporting country. Tn calcUationof this ca. currcncy

! equivalen. shall, I at tcho. applicele rate of..... x.harjacspt~cifwid imn-pa rtr I . Prr--do III c of this Aqre(ment, using the1r
rr''ij'ffect on the datc: of paymotnt hy thce Gcoernmu'3 of the 

importing country. 

o2.,The Government of tho exporting. country hall 
'<V detemine whch of is funds sha.l) b'3 used to repay. toth 

Government of the importing, country any local currency du? thoGovernitint' of, the importing country'as a rcsult, of refunds
recoilled by the Govornment of'thQ exporting country of dollar 
amounts financed hereundcr. 

.less 

.. 

A 

."'' 

':B 

G. Deposit of Payments' 

detemin which of Dho 

The Government of the exporcing country shall make Or 
cause to/be made, payments to the' Government of the exporting
country in the currencies,~ amounts., and at the exchange rates 
provided~for in this Agreemebn'tas follows: 

', 

o~ 

>l~DOlle'~payments shall be' roniifted 'to the Trcisurer,
Commiodity Credit Corporation, Uniced Stats Dpartentof-.
Agriculture, washington, D.C. 20250, unless another metF06of 
payment is agreed upon by chu two Governments, 

L a/c:.Lo 

2. Paymncns in the local'currency of the importing
country '(hereinafter referred'to 'as local. currency),, shall' be 
deposited to 'the account-of the Government- of the united States
Of Arn~ri' in interest' be-aring accounts in bnselcAby
the Government of the Unite.d Srcitcs of Amcirica in the importingcp"untry. ' '' ' ''' 

H. Usesof Local Currency 

. -'exporting 

l The local currency accruing to thc-iGovernment of the
'country from sales of comnloc--tri(es,inarced on. local 

currency terms shi~.b ma- availabi& fcir u~c by'c
Governmeint of the exporrinTg country int'suh Imanner and order of
priority as the Covernm(-nt of th /orn onr hl
determine, for thepurposes and in the propo'rtcions indicarod in.. 

V).*. .: 

Part n1 of Lhf ligrerentq 
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nPac a Any perccn tago of such local currency, Indicated.,inPat 1, for- loans tCo intermediary financial institurions 
Swill- be available tar loans by the Govcrnment of the ocporting 

country ro financial, insti u t ions located or operatr-ing: n,the
impor ring onr fo te purposec o reendinq to individua~ls,. 
cooperatvs corporations,..or other entiri z' wihite 
importing country, A.n order to finance,

IJ produ ivc, .privato enterprise~ infvestDcrwtn 

the imp6r-ing country including :such investment in projects

carried ou'r b~y cooperatives and.non-profit voluntary

organizations; 

.
 ~ 

()private untorprise facilities fcr a idIn g the. 
utilization and distribution, and increasing r-t1,e consumconoand markets for, United States 'aqriculzural commociries and theproducts' theroof, or' 

(3 prvt enterpriso supporcrjf sl-LIpmaue
and projects outlined in Parr ii beiow, 

kep b. the Government of the coxpor tinq country will 

kepthe Govcrnmont of the impo):ting counr~ry informed, ina 

,
 

*timely manner, as to rhE7 inrcrmodiary financial inst-J~ctions

selected as recipients of loans, the amount of such loans, and 
repayment terms, The. rcpaymonr- terms will1 bc. consisrtent with
the currency conversion obligatins of the Government. of the
importing coutcry under§ this AgrC-,Tenr. .. 

inartc. Any percentage of such loca.l curtoncy Indicate-dartII 

available by the Government of the t*xporcing country. for
 
accivities.co support and sector 


in oragricultural: technical assistance' shall be made
 

expand private enterprise in 
the importing country, and activiti.5 to develop: and ecxpan

ma,'u fo Untd-ats agricultural commoditic-s and, products
thereof.
 

2 Local Currency paid -co th o CovornmcnL oL- tho
 
exporting country by 'the ,ncermediary financial institutions
(under the terms, of their loan Agrecmnts)ma~es~b ht
 
Government:.
 

Sa, 
 to finance additional pr~dulCtiVO, pr-iare
 

nepri invvstment u;.dcr are'tswit-h incermediaryfinancial insticuiorsns; 

b, to ,develop new. markets for United States . 

C. toL pay,,Unit, d Sta cos obli1gations ill the
 
importing country; or................
 

31. to be converted to United StareS DollaJrs. 

http:accivities.co
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I Currency Conversion rPctquirements 

l Tho amount o- loca& cuirevc~l vhich oras eccriiee. to the 
Coveraw~enc of- the expor cing country from rho scile of 
COi',"1VCk!a'C0 foi: FnC(C On J'OC,'l cut re;cv cerri- under this 
Agrcencric, zn1.r.: 'liiich has r epziic, cc chet ; overnrent Q 
inc'~rmecAiF.ry fi n;1r-cin1 ~ ci-JILCOE . ?cucirmres iouric", the;reof. if 

U. 'E:C to pay~ uniceci c. c'' blioa cic'., c). for c!>'-
6cv(eopine;1c of ne-u rn rkccs for Fcce r iCt. cure]
z--qc 

c:omilfo (1,it ier. i ) ch( Ano r ci r c- ciu;-crv. 01?1al be convcr cibl to
 
Unicec' Scc cet coilvr ln ;tcccr rrce ;,icl- che convErinr.
 
scb-edule syeci ffi(O io F-z:cc IT. 'The c'Ll;cinof the IJnicec
 
States ldoilr ec.nivzt2erc shall be o-- the pi cKvtOof
 
e/ciarecc spcif c iin TEcr I. ?. CiCiC T.. 7 ('L cis A.r eemonc
 
on; the Oate oF ccnversion.
 

2,. Loc: I CcWl-recy reecoiyr'C Jby che C-ov..!rnrnenrc of thle exporcina 
councr:' urce(-r the ccrins of a Joan kaeimonc ii cli f.n 
incermcClibry A2inancial inscicuci.-i.s in e;,cesr of t,',c Pmount 
specified in paractre:pl 1 .Tcemp.1 1e Convci Cccl co Inirc 
States dollarrs as mu cual 1.1 acoceec 

J., Sale-- Proceed~s 

The tcoral amiount of- the proc(Ecch 3ccruinnco tbh' impoLtifg 
cour-cry from. the srales of commodities fiinao~c( o cre-&i.c tprms 
ufloecz this Agreerrent, . o bo appliec' to tlji, econoilic oevelopmnirc 
purpowezs set forth Jr Part II of chis Acjrecmet'c. shall be not 
less than the !L:,ci.1 curi-c-ncy ec-ui vajenc of che cdollar 
6 sb..ur ,cinern L%, the Cover nf:irc 0, the e,,por clog countiry iii 
conreccici- 'ith the f*ineic ncj (,L- the corwomociis onk cre'i c 
teriMs (ocher: than thL ocean) frcight C'iftcrecin]~ ) ~ov iftec 
hcv~ovpr thatc ,e e nroceer's cc be so ;pl c hall he 
re-.:'tce&;i by ut e Ilse paymen, if rnau C' lY the 
Govc'rtinenc of the iv.pci-I ,, country0 Tht e.1chziii:, race to be 
Use,-, ir. 'cL ir chis~ local currency ecji.iv,--lent shrill becthe 
rac T~!IiCh the centr:.L. aL;tJiO:iC Clt irpor cinqnoilecar' IvOf 
countrY, or icz autbori,t-C &eit, solls fci:eicm!- c->chanc'o for 
local currency ir, connection. virli the comme'rcia-1 imporr. Of tle 
sam;,e comno1j ties. liny .,uec.h accrueO procee :P, chat zire loaniec- by 
the Go'vorrneit of the impor cing councy -nrivcte or 
flof-Covernminc organictir-ns ! hFTI be bae tc $ of 
incerest rpproxina tel y ectjtfvza..-r. cn chosLe c!bcrnc- f- rr 
comparoble loans ii^ Clth'' )"rc'0 ciniC CouL. tr*yI 11nc Coverr.moncf of. 
che importinrq country sh.ili fuirnish ;?, Zccolr(a.)C': 'uith, its 
fiscaJ. year 1budicec roporcig pi oceCure, Z't Such times as may be 
requesteC Iby the Covernnienit of cthe ;, orin ecGUn"Ci' Iut 10not 
less often thanl a!)!Lue]-, y,a report of the reccipt aric 
e!xpendicur* of the proceedfs.. c(rcifiec. -I Olhe ~cri:c i. 
authority of the Covernnieiic of the inmporcirq cerrv in 
case of expenditues the burkjet rcccor in) tithl- 0;-y ierc- useC. 

http:inc'~rmecAiF.ry
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K. Computations
 

The computation of the ini.tial payment, currrncy usc 
paymcnt an . ell. oaymiencs of plircipal and incerest under this 
Agroewcnt. shall be made ix, Uinit.c, StaL(us :ollars. 

A1'I CLE III 

A. World 2redo 

The; two Ccv(.rnIncnc. shall takc ma'ximum prca.i'ns to 
assure cha.c salcu cf aqriou] uu. commodities pur.tnC to this 
Agreement will displacc v. tecirgs o4 tIh..-not u-rD t. .porcing 
country in c IU j.sor ci:e' ofthcse eormocir',_s UIa, ' isL- pr 

agricujrcural commdict,.s or ic.,f-' porr s or comnmcrci1 tcradc 
with count-jries thc Governmcnt o" uh< 'porc.:ng c:urry 

consid(.rs to b( fri*.(_ndly r.o it (r,,Ftrr-d to .n this Acrec,rt 
as friend.I. countri(.s)o I, i wple.ic, r.rg thit provision thc. 

Government of che importing country shal)' 

. insur, that totZ'.! imports from the E3:Xtportng eount:ry 

ard othcr friendfly :ountri es iro thc importing c,-untry pai. 
for with th;. rescurc-s of thc. imporcing cc.nCry .i'., cqua.l. at 
l-.ast the quantities of aqricuJ.tural comiodicii-s as iray hr 

sp-cifj(: in te usu-l marketing t set i; F-art IIs-b:e f.,rth 
durfirt each imporr -Ericd s]c jfi d in the tab] c anmi during 
each st:(sequenr comparabkc" period in which- commoditiCs Cinallccd 
under this :g.r.cem nc Fr. being delivere,. Th;1 imports of 
comr.,odiJtes to sc_sfy chese usual wcr'kcting requircm.nts for 
each import pc-riod -ha.ll. be in add] tion to purchas.'s financcr 

under this Agrt-ment. 

2,. cakeu scps tr, ivsui-(. i:!!a tclic. :porting country 
obtains a fair sharc of any Jn commrcial purchasesinrea:: of 

agricultural commolditics by the imporcirin ccuncry 

3. take Ctl possible mcasurcs to prevent th:: resale, 
diversion in transir, or trnsshipmenc to ocher councri.s or 

the use for och .c chan dor'scic purpose, of thc agricultural 
commodities r.,urchasecd pursuant ro this Agrccment (eXcepc wh.r

such resale , diversion in tran-ic,, rt-ans:hipmenc or use is 
specificali.y approved by the Government of ,c' UniCnc2 tocr..s of 
America): and
 

4. take all possi!, , measures to prCv-.nt rthk e pet.r of 
any commodciy of eithcr domestic or foreign oriin0 ,,hch is 
defined in Part II of this Agreement, during rthe evpor t 
limitation period specific-d in che .vporr limication Cable in 
Part II (except. as may bc spcctficd in 3-vc IT oC T,h,.CL such 
export is otherwist- spocifical :y apprcvod 1y the. gov,:-.r.. .o.cof 
the Urcud Suarces of Ame ica).. 

http:prCv-.nt
http:consid(.rs
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B. Private Trade
 

out provisions thu 

Governments shb!l see. to assure condi.ions of commercn
 
permirtinq private tLcadcrs to func'r:on iffOctiv,ly.
 

In carrying the of this r-rh.CmCn,tv'u 

C0 ° c1 t-Hc2 p 

Part II describes the program thc Covcrnm.rtc of chr. 
importing country is underve.kinq cc improve its productionu 
storage; and discribulici 3 of agriculcural ccrmoei,'cs The 
Government of r.Ac importing cour-cry shall furnish ifl SlthL1 form 
and at such Eime as may b- requc.ste]d by Go.'&rn;.qr, c'A the 
exporting country, a saer .. of the pteqrcss th: (YvcI nmrnt 
of the importing country ;::.ma:!t[ in (. I C,oc. SflCh 
self-help reasur;t 

D, R-pporcin, 

In addition to any other rt-po1ts alle ''., ur1o) by the two
 
Governments.. the Covc:rnr~-c.r o th. . impor ring countr'y shall
 
furnish, in such foum and at such rime as nay be re1uLsteal by
 
che covernment of the ,-xporcing ccunccy:
 

1. a report ol. the arr ival of each shipmcnr of 
cni;,odi r.ies purchas ,.f'unrer rhc Ag3r.cm,:,nr hich hai] i.ncIu :
 
the ianmc frf , chi- ves;..e. cl,: 'c,.modiry aflr quantity rcceived:
 
the di sc,&Frck P c:r; chc. ,-r. * scarcge was cc(!; rhe
- col] 

condi .ion of rho cormodicy corarrjval, any significant Loss or
 
damage in transit: and aWvio: of any claims for, or recovery
 
of, ot reducicn of freight ch-rl. du,. to loss or -:amayc in
 
transic on US. flag shi
 

2,. a rLe-porr. c.ov,.rinj rfc. supply [:,..rio,] spccif-1E(, in Part 
II, Item I of rhc- Ac~remcnr and conr-aininq. sr'cistical dara on 
imports by country of origin ro mee('t usual markeing 
rt-quiremcncs spcifc:cd in Pare TI, Irem Il of the Ao',emrn-n'; 0 

sratcmenr of the measures .a ter to implcnwrcnt chit piovis:i:.ns of 
Section .. Items 3 and 4 of this Artie. statistica2 ,aca on, 

exports by country of .-scination of comeaondi ies the samc as or 
like those imported under tch Agr c:mfr_. as Tp"cfi' in Par-
II, Item IV of tcl Agr..::ren- az:&ta,, t of ur i iz,,crice of 
commoditics iinporrud unckr ci-. A,, cent, ,c. . sractcn:nr of 
measures taker zo implmLntChe ptbi ici.r crcis e , o. C..ccio:; 
I of this Arcicle. 

E. Procc.dur,:s for Recenciliation a.d Adjusrnitnr of AcCurits 

The two Governments sha.l I .ach, :scablisl, oppropi irc( 
proccdui cs to f. c'2 tatc h, r :o .' i;-i.or: c;; th,If Kespeccive
records on the amouncs finar-ccti v.i .>p rr cc, t,. comodii :.s 

deli-icrod during each cal.,ndar year 'h comnodi t Cr.. it 
Corporacicn of cht cxporrini ceu.:.ry aod chc Cov:i, r,.c of the 
imperc..ng country SaI;; a.4jt!Cments .hcbcnay suCe, i.n accounts 
as th,.y mutually cecide a-e api.rop ,-tc 

http:ceu.:.ry
http:piovis:i:.ns
http:Go.'&rn;.qr
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!o Furh proes of 
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this Ag nt; 
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a y i*ofe h': .....n o t , a rid 

~1. utilizationsha be domn d 
commodityr~ccrletascustosbcad enofrrhe 

o havi:occurccas~hC. 

rie sr. rio 4 

ifhanels of chi himporting counryinldig, )dfi 

slgne-o th r pi ne sti?:at-- -,o b i S f. ogr e cc ;; ':r ie;r,, :::: ':: 
2". im ot sa l.b o m d to'av ocr ro w.,P- r., rho 

commdit has,:.... rc ch0 coutrypad- andi pasdtrugutm 

-rr-nsporred to mills, k. eri2s, refincrius an0 othar f c 
fo apfrthbier roessing,ll ran rch: >rlocal rgional r 
o nm s P .......distriioas or thranportc-C 

2. ,mpor shi'dJ ho' ~diicd tohav ocurre wh ch '' 

4.:7+;i!!3i0} utilin a i shai( b'end ohv occur d c :i::...:. 
-# - '-..'L, '-.. , 

F or thc purposes of this Agreemcritc,,, t h c appli cabli " 

cxchange rate for dc'ccrmininqthe amount 6j: any local -currcency 
to be paid tu, thci tCovernrent of tile cxporting coun,cy.y shall be

rate2 in effkcc on the dace of pa imenu.by4 'che imorig 
country which is not less Eavor of the 
exporting country than the highest exchange rare JlegallY
obtainable<I crhe imporcin~g country anzl which is nor- less, 
rh opoting country than the 

highest ex~change rato obtainable by anyiother natiort, with 
respect to local. curroncy.. -,-

. 

, 

+ ii'r 

:atlolz Y Po,:ti:ig 

1 -. A or g' as, a unitary exc'hange rate Esystril is ~ 
niaincainedby the"Govcrnmcnc of the importing. country, rhoe' 
applicable' exchange- rate, will> be. chc rate*.legally obcainbhlc in
rhe inmporcing country and which"'is nor l.esfavra~ble to the 
Government of the "'r" country than'che e chang. 
rar, at*which che. cenrralonut'ry;authority of tile iiporting
Country, or its authorized agent, sella foreign cxchan~co for 
local currency.'".i 

~~if a unicary"-rato Ey sf ms i not maintaincd," tho~. 
applicable._ te wiill bC ~hc rate (as murually cigrlee,-d by: the two' 
Govei: 3 ments) that fuflsthe requirement11'S of fir. 

sentence of' tnhis Soction G. 

7>--~ 

,.

H~Consultction f~ii h'is 

~ 4~4'"'~ 

Thetwo Governments shall, upon rcquosc of o Ir r of them,
'consult rcqgarding any~ Tlatter 'arising uinder tIs Agreemr r_...

Sincluding the operation of arrargcmencs carir','our- pursuan' r~0C 
'this Agrement'4 C> ~-1 .4 ~ - .- '> 
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PART Il. PARTICULAR PPOVISIONS
 

Item T.. Commoe;iry Table. 

Approximare Maximum Fxporc
Commodity Surply Perio3 C uati ry Market Value 

(UniteC States P'!tcal Year) (riecric Torts) (millions of Dollars) 

Whea c 1937 2,/5 ,80 27 .0 

Vegetable Oil 
 ]?87 ?1,000 10.0
 

rice 
 1'87 30000 5.0 

(F,1es)
 
Cotton 
 1e7 32 ,GC0 ]0o0 

Item II PaLenc Terms? Co;.v rciL'e LocC.l Currency Crerlit (CLCC) -


Forty (40) Years,
 

1. Initial Pavmept - !ore, 

2. Currency Use Paymcoc - I.loric. 

3, Currency Use Offset - Up. to one hundred[ (.00)
 
.percenc of the value of fi'aoncipc proviCOcd ui&'er this Agreement

plus l.terest to support the Foc(d fou Develrpment program

identified in Anex P,, 

4. v.umber of Ir scall!ent Payments - Thirty--one (31)0 

5. Amount of Each InsuF.li.enc P&yment - Approximately
 
equal annual amtounts.
 

G. Due Dice ot the First In-tallmerit Payment - Ten (3.0)

y-ars after cace of lest e]jvEry of commocities iin etch
 
calerdar year,
 

7, Initial interest Face - TAo (2) percent. 

8. Continuing Interest ,,te - Three (3) percent. 

Item III. Usual Marketing Table. 

Usual ilarketiring
Commodity Impcrt Per iod Requirement 

(Unitee Ftctes Fiscal Year) 

Wheet l07 100,000 letric Tons 

Vegetable Oil 
 i.1'7 100,000 iietric Tons 

rice 1937 4i2 ,60 Hetr ic Tonls 

Cotton 
 1-87 300;.000 Bales
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Item IV. Export Limitatiors.
 

A. rxport LiJmitation Periodi
 

The exporc liracation peric. shall be United States 
Fiscal Year 1587, or any subsequent United Stares Fiscal year
during which commoicies financed unoer this Agreement are 
being imported or cilized. 

L. CoomoCicies to which FzTporr Limiration Aip.lp' 

For the purposes of Part I, Artice III (':) (,) ot 
this Aqreepenr, tor commor :'c.ts ")ich r.y rot be E:[cre:& ate: 

10 for ,heact - wheac, wheat flour, Lolle,7; whezt,
 
senolina, farina, aic. bulgar (or in the same prot'ucr uner a
 
different name); 

2. for vcgect.ie cI s --. Ei.. ci;*0. v y- oils 
including peanut oil,, cortonsee' oil, soybean cl, sunfloijer
oil, rapeseed oil, i-rC e.ny other edible oil or oil bearing
seeds from thich these oils are rorCduced or any maiiufaccure 
product which is primarily maCe frow these oils or oil-L%aring 
seeds; 

3. rice - rice in the fo*rm of paddy, brow;n, or 
mil1lee-. anc6 

4,. cotcon - upland ccrrton, except Comilla variety, 
and cotton textiles (including yarn an' waste) except finished, 
articles (includino ua!;sre and remnants) mokc.. entirely from 
fabric or yarn imported under bonc.' solely for re-export. 

Item V. Self-Help j'iecsures. 

A. The Government of Bnglacesb aqrees to un'ertaeke 
self-help measures to improve the production, storage, and 
distribution of agricul.tural cor:'modijties. The following 
self-help measures shall. be implemented to con.ribute directly 
to developmenc progress in poor rural areas an enable the poor 
to participate actively in ircreasinq agriculcu.al pro'duction 
through sinall farm acriculturee.
 

B. The GovernmonL of Bangladesh agrees to undertake the
 
following activities and in doing so to provide adequece
 
financial, technical, ane managerial resources for their
 
implementation:
 

1. Continue to rec:uce costs of the Public Fooe
 
Distribution System (PFDS) and to improve its effectiveness in 
increasing the food consumption of chose needy in uanglaesh 
who otherwise would nor be able to oLcain necessary nourishment 
for themselves and che:r families.
 

http:agriculcu.al
http:vcgect.ie
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a) As the Governmeinr hasc , , ccne ini the case of
 
thc Large Employers en: Flour !fills ofrf'ake channels of PFDS.

it w.:ill phase out the practice cf suLsic.iz.inc foo.-;rain ';,ies 

through all chose ocher PDPS cbNrvreis fsuch es S-ocucorv 
Rationing and Ocher Priorities) that cacer to Governv. enc 
ci,p]oyees and oLher relatively privileged groups. The specific 
goal of this Agrecmert is chet, by the end of the Agrcerenc 
perio6 (presently Septei::.er 30, l.85, Stacutory Raciooii~g anc 
Other Priorities wil) no lonqer ie a source for chase grcups to 
purchase food-grains Ft subsic'ized prices.
 

b) To complete the redirecrio' of the PFOS; che 
Government t;il further increase chE flo: of fcd (1cing through 
channeis that ,E: explicitly Fit' effective] v ce or the 
needy an6 dcsticure. Suc!) channels 'o, i.nccuc'.- VuJ.xC.L',ile 
Group Feeilhg VCP), Foc,7 For lorh (FFI 7 ) lestc :Celi an" 
Grratuitous Relief, plus cerctiF ,!$Ccsof orher ch.annels (such 
as those for oirnhPnroes an"' ochcr public ,!elfare onsci cutes), 
The Government '.il]. scriv, to (7.veiop irnov,cive, eff -ctual 
ways (including a refor.meu Iiodif ec Eainy.irq prcqr&Tm) to 
respond to the foo( reecds of poor it, Eangl i'reche ;esh ;,h 
curreI.,l e' c.lucec Vro!, the PPDS or hrave oi;l . limi ted access. 
Cnly PFDS food cruly ,:e'geted for the neecy %oilbe subsidized° 

2o Further bhoacden U1e rCIo' of the PF.r fro. that of 
hzand n food stocks to one o. rianagin g d-cmescic producer ane: 
consuMver food-pr ice fluctu jtions for selected commoc'itieso 

a) Trhe cioal of this functicn for che, Governmcnt is to 
stabilize foo(.-crain prices uithir. a:n acceptable bano that 
allot-is sufficient fluctuations for the morker ro act as the 
allocacive force cl,rough the private sector but that does not 
penalize ce producer, cradJer., ,r consumer because of temporary 
shortages or gluts in either temporal or ceographic mr:ecs 
'ichin Fanyladesho 

:) To build on js recent successful efforts to 
Pccomplish chis goal in as cost-effective a manner as possible, 
the Government vill take 1.3 other actions (in afddiion to 
those noted in Item V,BJ. above) necessary to reduce phyi''cal
 
losses in the PFDS.
 

c) The Coverment iA..[ e:par, the capacity of luC 
Miniscry of FooC to eltumnIrate- a.rtlyze, in aand 

recommend tions for ways in 'ihich the PFDS can awuO shoul. 
intervene in the food-crair, mefa-ets of Pargla('esh to accomplish 
Te goal identified in) Item V.E,2,. .bove, At one of the 
first tasks, the Food 'iioiscr% i.:fl revit'. the T.cn ifkec 

Sales (OMS) prociam and .nyy c-; rqc:" . CC. .)rove 
OHS performance, 

d) Insofar as it is oeressary c. iinport food-Srains to 
support the PFDS;, The c:ovefrnnent t.ill Co so in as efficient, and 
cost-effective a mann~er as possible, r_,he Governmen 1.1i11 review 

http:Septei::.er
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its external procurement practices, with a view to moerniing
and simplifying as necessary the teniering. contracting and 
shipping documents and setc.lement procedures. 

e) To supporz privete flour milling anc'biscuit
 
manufacturing and to libera.ize fooC-grtir. crade, the 
Covernment will move to promote private iripoLts of any class or 
grade of wheat required f'-r use by these industries. 

f) The Government Will strcnqrhen its pi'ouram of 
supporting producer prices of ccrtair commodic;.s by the timely 
announcemen t eo. procuFeLc n upr ct.. e' 7 love ! tha: is i. ine 
'iTh international oricts ar:, pievcc.r zn accepce.ie race of
 

return to the pro('ucer who uses the rc'cm;, ncec ,ac,%ages of HYV 
inputs for each crop. ;he procuremrenc price w, 3. be ,nnounccC 
early an(! effectively enriugh for cho. proCucer ro use chat price
for production decisions, she Government wil.l support the
 
announcecl price by concinuii-. ro pay chat rare cc procure a.l
 
PcceptabJ.e *-iuality grai' offereJ in any .ccal-i.y throughout the 
season. Ti Covernmen, o;ill keep up its efforts to naage 
procurement in &E cost-effective a manner as rossitble. 

3. U1elp insure, by encoutaqiring increased (omestic

producti.on, that food aid does not becc=5-,;.: sincencive to
 
i3angledesh farmers by artificially i::cpzessin, focd:-grain prices 
to either producers o consumers° 

a) The Gcvernmenc wil3 reviev an(. revise, where
 
necessary, administrative ar financial arranccmens for the
 
commoe.lity purchasing and selling activities of the PFDS. Such
 
modifications will include rho 
use of caka funds gen.rted from 
the sale of Pi,-480 Title I/III commodities to establish a
 
grain-price stabilization fund in support of the PFD.
 
procurement and marh ezing activities. 

b) The Government will suscain its suprporc co the
 
national agricultural system by usinc! caka proceeds realizee
 
from the sale of PL-480 Titlc I/Il commodities for financing
 
the operational cosrs of identified agricultural rr'search
 
stations.
 

4. Imnrove the rural crnsro.:tacicn infrastructure, as
 
established under the U.s,. Goverrerc-supported Food For 17ork
 
road conscruction effort, by programming take proceeds from the
 
sale of PL-480 Ti.le I/iI! commodities to support the costs of 
constructiro necessary briuges and culverts on these rCZa.So 

5. Improve diets n),d incomes i rur.:, Bencla.eh by

using taka Eun's gcnerace6. frl chv
t,:hJ e of PL--.4fO Tirck I/IIl

commoCitien to scudY an.: encotirage thE 
tiversi fic.ior of 
agricultural produccion, Such cUiersificncion wil] include 
food-grains covere&: I'l CIL1'YT's ;'esearch preqrarn: chat are not 
ciirrently part of the major foo(-o.cair, commodir'es pro:uced in 
Bangladesh.
 

http:Bencla.eh
http:producti.on
http:accepce.ie
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6. Program caka proceeCs generc-tei fromi the sale of 
PL-480 TitlE III cotimot ics oirntly 11itb USAID cc support 
pro~uccion-orienteO projects of othPer Cevelopment organiziations. 

i L-,1aw, erv:poymnc opporculicies for eli. Pn., 'jadesh is 
by suyc;ailc, as Oppropt ;.Pece, .-rplenienting pi loc-sckl!c 
prcorams coy-wh~co of eypatwniiori arC' irnplericntacicn by Corors anc' 
the Covcrnmre~nc of C,,nrqlacesh. Tl,'ese proqIramsr will expan(7 
errplo'Avenc chr vqh ecoriomicr ].1y via-1c aea' in the Jornq run, 
uIIsuhsioJ.zec. &ctiviries v~hi oh il 11 t(mn raise che effectixfe' 
e, orc~iuc Ccvaik' for -ov~rscical ly pro6vicee. aoricultural 
commroiC.IC S, T,71 proceeds rea1--z:c(- from1 the sa)le c.*-23 
Ticke T/TIT. CO~riooi ties ccer be uscc, lycr rchese scudcr.;~-s 
appr opriic te 

Itcemr VI0 Loonomic Dc:ve.jop. -c- Purposcs for uhich Procer.-'s
 
Accruing to in;;orcinc CounLt7V ?,,re to Ix3 Else.
 

A. The procee~h ancru'oc, to the CoveLiarenc of 
Eangli.,%esh from the-. !s7J3 o;7 comn-c~i tier Zi).tncc.2I nficfr this 
Agreement will. be for hf. Sc *I1. earsures setu- Ec; cl~ncn 
forth in the Agteetenc., and for ek'Veloprt- ii, chQ agricul tural 
sector, in a mannr- .esign6& to incrcase the accu-sf of the poor 
in the country to an orderqu~e, nucti iious, an(' sot.'3e foodi 
sLIpplY. 

D~ In the use ofL proccees Lor cihese puipo,es, emphasis 
uill L-~ep.,iaice(-- on i.ireccly irmprovinq tle Jives of tho*,poiwest 
of F.,aigl,7:esh's. people r.cl their capc.cicty to patrticip.ce in the 
6evclopmenc of th.r, couIrry, 

Itemt VII. 	 r-ooC For Dovelopmvrtc rrogra., to, ihich Currency Use
 
Oftiset Appi-e5.
 

Annexes A arlC E, atiach&c( icreto and unif,-r an integral 
part of thic, Agreemnc, set forth the un(.:ersta.,n~ingS of the 
parries ccncorni.n,,c the Poo6 for Doeeoprient program. to be 
unifertaken L-y the £-ang adcsh1 rovetrment vith the proceeds from 
the sale of jaricuiltural cemnocities finance--C bv th is 
Agreeme Ync. In cite ev'enc of aD,% inconsiscencies betw.een the 

provisions~of P;rsI I ~ Agreement arw, AnreyesTo his 
A ane D. such Annexecs shol] 1 co.3Jic-. 

Anrex A Js rtc(n(1. to, .er -ticable cc ciio Uroo, for 
Development. progrrr- for rancl!rze~, !%rriey P c(cscri!h,:. the 
Opecific Food for r'evelopnenL program of the Pig".,Corh 
Governmont, 

http:patrticip.ce
http:Zi).tncc.2I
http:commroiC.IC
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PART III o ID1AL PROVISIONS°
 

A This Agreement may be erminate' by either Government by
 
notice of termination for any reason, anC by the Governnen of the 
exporting country if it should determine that the self-help program 
described in the Agreement is net being adequately developed. Such 
termiri.tion wil?. not reduce any fi:rincial obligations the CovernmrTent 
of the importing country has incurred as of the date of termination. 

B. This Agreement shall etter into force upon signature. 
IN UITNESS WHEREOF, the respcctive representative, duly authorized for 
the purpose, htas signed the present Agr.e-ement, 

DONE AT DIIAKA, EAUCLADESH1 

THIS 17TH DAY OF APRIL, l. 87. 

FOR THE GOVERHH1ENT OF THE FOp ?HE GOVERiUIEIT OF THE 
Ur1ITED STATEC OF Ai;EICA PEOPLE'S PEPUELIC OF fAIGLADESH 

1ii "'rr.E ".. K.' AnO .r,'Schaffer 

Ambassador Secretary /
 
Extcrnl! iesources Division 
1inistry cf Finarce
 



A 

PrJ, 'r0 1' 2r rI.Ii' PROVIDIr1C
 
FOP, A Y'ITLE III FOOD FCP PEVELCFiEIT,' PROCPPl!
 

The Coverrimpnc of the Unicad States of America (U,.C 
Governirerc), herer,afccr rcferred. -.o ac. chc e'porcing councry. 
arie, chn Governmenc of chp People's Republ ic of 1i:-.C;larsh 
'anqladesh Govc-rrmenc). :)reinafcor rcferrec' co ar tht 
impocCcr1iC CounrtL-y 

Recogrniz.nq Che policy oF the U.S, Gcvernrentc Co use ics 
agdjcultural prooLccjvitv i.,, , iare: ',. cl wil.l :-.tb1.ich a 
scron r(c]aciooJHip ec-jLee,- .co,; sscaitco ; ,XU ef oi Cs 1,y che 
Bariglatesi Covtrnwmei'c co increase CIE covoi2z0.,i1.iy o- footr ror 
the poor toc, improv, in ocher iya.y,1 ch.e qualicy of their 
lives.: Z, 10 

Hiaving agteed upopn - proy:,s"-] corChp iprcye-e ,Lt' of 
COmm1lodities or fui,-'s g "oerate6 t 'orn C2 sol1e of such 
commodicies co increae the i.cess of the roor in ,a-Lesh co 
a gro; irg n improving ieo supply chroucj' accivities (esigneO 
co irnprove the proruccion;. rrocccior, ao7 ut. izartion of foo6,f 
ar6 

Desirinc co sec fc..ch tbe urcerscarding chat ill1. goveri, the 
sale of acricultura] conmcdities in Po galedesh in order co 
carry outC che abcve mencioneC proposal pursuanc co the 
auchoricy of che Agricultural 'rac'c Pevelopment and Assistance 
Act of 154 of the U°S. coverrmerc, as arnendeC (hereinafcer 
referrec to as the Act). and the measures che cto Goverfnments 
will unrer.ake co furchEL the zbove-menciond policies.. 

Agree &s follota 

Item I. Responsiblicies of the U.S. Governnenc, 

Ao Sub-jecC co che aveilabilicy of fun(Cs and 
commodities, the U.S. Governnent arees to furnish credit under 
authoriCy of 'r7itcl. I of the ,cc co che D ,1gCL9deshGovernmenc 
for thse of agricu-'curi.2 corno6icies -Dn' co carry out 
the provision.s of cI . ;?oof for u,: ,-,'J.opre poro'rc v ., 317, .ssec 
forth is r, p cPf rhitL ACt: E c ,, 

B. C,, receipt of sati:;1%ctory evicence of use of the 
commoli cy or (cisburseierLcL fre te Special Account for 
eligible uses fy cle 1I,nqlaCe:h Governmenc descri.be; 1elow for 
the -ccivi . , an./or ; rogram. CescrieC ir' Anlrey t7 U.S. 
Gover.nmer.tc.:i! app1l,, such O[j.bu : ,l'ets eCainsc che- Ticl I 
payment obLJgtiosi rcurrcd under chir! A.reeme;c, as sec forth 
in Icems TI ' UI belc 

http:descri.be
http:covoi2z0.,i1.iy
http:Recogrniz.nq
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""'Icn a Pesphonsib:J liie of the, Bangladesh Government . 

p A.-Therang adesh eGovernmentagrees .to .carrya out the 

programs. : cled', in Anfl B. jn carryinq out such 
ograms andpolicies,.heBanglades covernmrencagrees chat 

..... Foo.fr< thc Benrp proa ceec'/:~fi: . i 

I. tse the c0 -odiiesprovided and/or the proceeds. 
ge e f - sl ,;sp. oof,agriculturalo conmoicies financed. 

under this Agreenlen. coiimhplementand f ance the developmont 
activities specif iecl'in Annex lB. '*"' 

'Vduring 

2 sbmic on' or ,before2 Uov'enhe 1"fechy 
che perioC of-chis 'Acjreemienc;, o.cmreos report ~co 

the Uesh.Government on the activities ,'anonprogre achieve
under~the Food for Development pro'grami detailed in Annex ,r': for 
c1he United Staes fiscal year endirg September 30, including, 
but not limi!ed co, a comparison f results11 ichiprogrrcni2 

carec,,a specific accounci ng.for cmoite r6fns 
generated, 'their uses, rche oucstanding balance at the erii1.ofa 
th1u most recent fiscal year, endc aiiy recon endchs of tChe ~ 
Bangladesh Government for modification and imnprovement of the a. 

Food for Development program, including the use of funs 

. 

' 

~generated and deposicC in the Special Accolnft 

a a 

a~3 a hee~aincain adequate records for not less than a 

creyears after completion of the program to permit revieWi 
~and aueit byNthe u~.s. covernmenc of measures taken to Implerienc 
rhe Food, for Development program. a 

a.TeBagae Xabl an 

aa'a X 

a 

a 

k~~ a",a<maintain 

B.Th Banladeh aaovernmeflt agreesato estabih n 
a Special Account inawhich it will deposit proceeds in"a 

accordance uith Part I, Arie 11 (F), of the Agreement except 
chat:"a' ' : .a 

i.K~ 

.aaaaa 

ViTe. local urnyeuvln of each, dollar 

*Of 

disbursement by the Commodity Credic Corporation (CCC) will be: 
deposiced not iatd" than one a(I) calendar year af ter the datCC 

CC ibreet us±ing the~ exhag ra~te spcfc in'arc . 

~ 

' 

V ' 

~ 

a 

~ 

I,Article III (G), of the Agreement as of theadate of 
disbursemont by Cm.l Ifathe sales proceedsadepositel areaJess 
than tho' equivalent of the CCdisbursernenc, at the option of 
che'Government of Iche eciporcinn country,, chc REngladesh 
Government shallmake up the difference,' Local currencies 

rejired to ma~ke' up, the 0ifference shelntrsli 
reduc"tion or diAsplacement: of any dlevelopmnt funds, either in 

theBangiesh Government's own 'development budget or undera 
~prograins of'bilatcral or fliulci.laceral aid,.~ if chc proceedsaof' 
sale ate grea er than the eqjuiVEenc of che aCCc di sbursement. 
che greacer atmount will he IdepoEcrte. Any difference remaining 

betwen he dollar eqluivalent of the local rurec~ eposicoed 
a ar- he Epccial Account an'd t'he CCC disbursement coqt remains a 

(IoA Iar obligation of, the Biangladesh Governnieent, to 'he' repaio' 

a 

a 

tunC'-j chpzlQ teLJ'l of Part IIofc F-CAgreementa. 
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2, The local currency ,cipnsi.ce, 1iJl be c isbnrsed 

for the prograr. set forth ir AnlneX 1, of chis Agreement

item III. Credit for Title I Toail l(ebtcenCfess. 

The U.S. Government an, the 9angladeEh Covernment agree chat. 

e isbursee forA. The ,.-oliar equivalent of local currency 

eligible uses i.eencified in Annck E shall be c-lculaced at the 

exchange rare specifi~c in Part I, Article III C of the 

on the Cace of (isbursenent from cbeAgreement, applicable 
Special Account.
 

The Oollai. salePs value cf commnoLfiches 7:urniShO t C thjS 

Agreement, which ;ire in conformance -.ich Section 305(a) and 

Act 1.C accorcing cc the specific provisicns305(b) of the r Se 
appLied aai*sc repo.jymentoutlined in Annex P, 	sh1 i-.e 

obligations incurrer unrcr thiJ Agreement ,nc the value of the 

. ct b(c ui. m'o:'rsrcirtcnc t thecommodities so usec ,.il1,, r-71'c h 


cine of such ,ise, pursuait to Sectior; 395(c) of the Acc.
 

Specizi Account or comoc"ti.es chacDisbuLr.nents from the 

are deeme co he c;i sbursrmencs for purpcses sp:cifiec in Annex 

o' this Agreeent; inB and in accor..nc;.icb the prvisious 
Col lar value of the crecitan amount equivalent cc c.!e 

furnishce by che Govcrnmcfc-. o' the e,,poicirg country undor this 

be deemed to be cho p.,menc of allAgreement, shall 
installmerics of principal ar'2 inc(rest payable thereon for che 

this AgecmenlL, except ascommorlities finenced 	 under 
uich respecL co cbe eleccion l' thehereinafter proviice(7 

excessGovernmer.t of the imporcing country to apply 

disbursements to repay enc 	of obi.gacions under othec PL-"00
 

financing Agreemenlts. The Collar uivalent value of local
 
of che annual
 currency rtisbursemencs in excess of the amount 

repayme.c obligations of the Gcvernment of the importing 

country in any fisc,.it yf..ar nay, at the election of such 

as paymenc of its annual. repayment forcountryP he crediced 
chat fiscal year unCer ocher PL-480 financing Agreement.s ac r.he 

rate of exchange applicable on Oate of disbursement. The 

cbe country agrees co -,.ocif:v cheGovernment of imporcing 

Government of the exporting country of its eleccion to credic
 

excess disbursement :)oAnsc c esiinac(. obliec;tiois under ocher 

PL-480 financing Agreements not less chan thirty (30) dTays
 

prior to the 6ue date(s) of the payment(s) aeainst 1.hich the
 

the excess disbursement is to be
etw-ivalenc 6o.lar value of: 

applied. For purposes of the aforei,,iencir0C i.epaynenc
 

provisions the "fiscal year" s.hall begin on October 1 and end
 

on September 30 for the crm of ch.s Acreemerict
 

S. For the period during id-ich cisLlirseLenrP are made in 

accordance cith parac.raph A above, the BarqIacesh Gov.rnment 

will 	furnish the 1.C. C*overmioeric a guarterly report of the
 

made, cectf-ieo by the appropriate
dep:sits end Cisbursemcnts 
audit authority of the Eangla.esh Governmen:c and a description 

http:fisc,.it
http:accor..nc
http:comoc"ti.es
http:cipnsi.ce
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of the activities for '3bich the disbursemencs were made. This 
report shall include eocumencacion that (1) funics have been 
deposiced in the Special Account ancd (2) Special Account funds 
have been used to offset expenditures (for example, vouchers 
paid) against ac!ree6 0evelopmenc projeccs, 

C. Hot Less than sixcy (40) days before the first Title 
I loan instal.l'erc becomes due under the terrs of Part II, Item 
II of this Argeemenc. the Government cf the exporting councry 
will furnish clic B3Zngladesh Government w:ih a repaymert 
schedule as 'e! . as a schedule shoiin) ipplicaciovs to Title I 
payment obligations. Rlevise(c currency use offset schedules 
showing acdicio-nal (h I:,s1lCit a applications i llIte 

furrished co chc a..ad.s, as apps.opri ate. 

D. The Goveri!ienc o(t the e;.porting country reserves the 
right to- (1) review in consultatciorn ii, the Goverrienc of the 
importing country uc e cf cOisbursemencs anC/or use of 
commodicies,! ane (2) decermire eligibijity for applicacion 
against Title I paymenc obligacicis under this Agrecrie,-ko If 

the Government of the eupoiciny country rfecermines chat a 

disbursencnc or ccmmod cy use w'as mace for an ineligible use, 
notice of such inelic,ibil icy shall be given by the Government 
of the exporting country to the Covernn'ey~c of tbe importing 
country, and the c%), Governments shat-:-, upon request ofi either, 
consult regarding such ineligibi]Acy If the notice of 
ineligibilitY is not rescinded by the Govcrnment of the 
exporting country :ichin ninety (M,) days of receipt of such
 
notice by the Coverrime ,c of the inporcing country, 
disbursements or comod..cies used for ineligible uses shall not 
be eligible for application to any inclt-bte'esso At the option 

of the Government of the eyporcing country, an amount 
equivalent co the ineligible disburcr,;enc shall be restored to 
the Special AccoUrc. -o the extent chec any disbursements for 

ineligible uses or commoCities used for ineligible uses have 

been appliec against che Title I payment obligations such 
applications vill 6e cancelled. 

Eo The Government of the exporting country shall have
 

the right, at reasonable times, co inspect projects and inspect
 

and audit records, procedures an6 methods pertaining to the
 

disbursements made from the Special Accounc, or pertaining to
 
the use of the commodities.
 

F. If currencies remain in the Special Account three
 
calendar years after the last locai currency is generated under
 

the prc am sec forth in Annex E, the Covernmeric of the 

importi,,g country shall use the remaining currericies for the 
self-help measures specifi.t un Ice7 V of FP.rc Io" of di 

Agreement and for such economic cevelopmenc purposes sec forth 

in Item VI of Part II of the Acrerienc a&. the c'.Jc Governments 
may agree. Such use of cucrencies shall not be ccnsidered
 

eligible to meet Title I repayTnent ollligacions of the importing
 
country.
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Item IV. Implementation of the Food; for Drve'Opmer't Program, 

A. The Fooe' for Development pregram, which is further
 
described in Annex L, corsisct, cf a sec of policies an 
activities chac are Oesigned to co! cribute to the acc.-A.inmc'nC of 
food-grain self-reliaice. This inclucles a .:,roperly ri.naged 
security/reserve s'scemr an. Open !arkiec Sales progr'm ci-..c acts. 
as a releace mechani.sm for the reserve prograrl, ensures that 
reasonab]y priced foeol-g-ains aze available chroughour 
Cangladesh, aud' helpc to mcclerace consumer price increases, 
establishment of incentive prices for oroducers and a 
procurement program to maintain chese prices; reduccion of 
quantities and" subsidies in the ration system and a shift in 
focus toward chocc qrn;ups ith thL Dceacesc ;eecds and 
encouragement of private seccor involvemeoc in food-cjrain 
markecing and processing, Other aspects of the program are 
concerr ed vich the development of private sector involvement in 
the vegetabir oil processing and marketing and cocon spinning 
industries. Finally, the sales proceeds/commodities will be 
used for the agreed development purposes, thus providing the 
Bangladesh Government niddicional resources needed in the effort 
to attain food-grain self-!.cipance. Failure to fuli. implement 
policies arid activities described in nnex P ould constitute 
cause for termination of this ?Lrcement. Ally future-year 
food-commodity funding would then continue under Title 1. 

.. From time to time, the parties may use jointly 
approved implementation letters to confirm and record their
 
mutual understanding of aspects of the implementation of this 

Agreement. Implementation letters will not be used to amend 
the text of this Agreement, but can be used to record 
provisions or exceptions vhicb are permitted by the Agreement. 

C. For the purpose of negotiating and executing
 
impleentation letters, the Government of the importing country 
,ill be represented by th? incliviuual holding or acting in the 
Office of the Secretary or Joint Secretary, External Resources 
Division, Ministry of Finance, and the exporting country will 
be represented by the individual holding or acting in the 
Office of the U.S. Abassador or UoS.AoI.Do Director, each of 

whom, by written notice, may designate aCditional 
representatives. Each party will provide the other party uith 
the names of its representatives and their specimen signacures, 
and may accept, as Culy aucorized, an iriplcrIencacion letter 
signed by any of such representatives of their authority. 

D. Annually at such times as the two Governments may 
agree, representatives of the parties shall meet to discuss and 
review the progress of the Food for rovelopmenc program, to 
consider moificatiois and improvements, arij to ('ecermine the 
amounts and kinds of commodCicies to be financed un3er this 
Agreement during the subsequent year of the Food for 
Deve]opmenc program. 

http:UoS.AoI.Do
http:mechani.sm
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Item V. Suspension of the Agreement.
 

The Government of the exporting country shall annually review 
the .oerformanceane implementation of this Agreement by the 
Government of the importing country. If the Govw-rnrmaic of the 
eyportinq country finCs that the provisions of this Agreement 
are not being substantially met, no further financing under 
this Agreement shall be extended until the end of the following 
United States fiscal wear or until the situation is remedied, 
whichever occurs first, unless the failure to meec the
 
provisions is due to unusual circumstances beyonrd the control
 
of the Government of the importing country.
 



ANNEX B 

PROGRT<AM DESCRIPTION 

ITEM I. PURPOSE
 

A. Overall DeVeiopment Efforr to be Addressed 

ThiL: pro.ram addresses sevural essential aspects of 

Bangladesh's dev. Iopmenrc ,7:reng-he, . Fcood-se.,urity frori the9 


nationv] co, especLali v, clc indiviCio2. level. expandci a 
off-farm employmer fecilia.ig private rceccor in vevc.]vent in 

the development and . cipacityprocess; imprL.vir.. ,:K.EK of 

Dangladesh Goverhmei, nscruri:.. cc per for,, rhor.nn.,

po].icy formulaion, a-' program ir,!plementat or, Functions 

tundamental to an equicy'-based growth srratuy., 

B.1 P:cpooed TiLe iIj Prog r;m 

The purpose' of tie three-year Food for Developr,'ent 
program established by .his Agreemenc is to assist the 

Bangladesh Government in: intogracing agricul tural development 
with planning and pro9. &,sming for imr'oved food corsumptiori and 
nutrition; accelcrarcinq -,.qi]clrural dc.velopmant. through 
impiementing an effecrve program for mainta;ning a floor on 

food-grain prices, promoting crop eiversificai.o,,. and 
bolstering agric-u.tural resFea:.c'h; generating productive 

employment, r.c increa. e effecrivc deman while stimulating 

growth; impro, ing management of food y:,tes,, including, the 

enhancen;en. c:f rrivatE seccor oerac3ofs,and utilizin, Title 

III sa-es proceed to fun a'reed agi".2..:ulcural and rural 
development ac,.ivti:es, including those Integrally linked with 
po.tcy improvemekct. 

ITEM II. BACKC-POUND ;,.'-D SETTING
 

The Food for Development program set forth in this 

Agreement is the fourth in a .oeriesof U.S. food assistance 

activities in Eangladesh (nor incliding 1.itrle II programs). 

The PL-400 TVrle I p c'Jr".. which lasted from EY 1973 to FY 
1980, were primarily famine relief and recovery pi:oqrams using 
wheat, The first Title III progra spanne": the FY l&7B r.o FY 

1981 period. Under char ,rC :im.. rue -.;hoLt-term rcl.ief aim 

shifted to lonqer-fe -m objecr.ires of esr. b shino a food 
security system and expanding fcod-grain production., Wheat was 

also the sole commodity of the program, except for -,he final 

year when a shipment of soybean o.;l was included, 

The second Title III progt.'rm 'egar'., ir FY 1982 and 
concluded in FY 1.586. This progra, contriaued th;- longer-term 

objectives of its predecessor, It also was cbaraccer. zed by 

greater commodity flexibil.ity, and wheat; ricee, cotton, and 
soybean oil weve provided. 

http:fecilia.ig


Thr ma ;or objecrI',!es of the second program were: 
maincelm.i:ce of incencive priCes c 2-riiei s,. and cher self-help 
measure to cce].ert agricil tural Ucvrlopmera,ipleracrction 
of. an OMS pi.cgram with paddy, -ice,..:. wheat to noderu re 
consumer rice ir..c,.ea . p,veme nr C.r overiral f ood securIt7 
by the hoiding and proper ranagement of adeqlai:e food-grain 
reserves; ph; se-out of major elewcns of. tbe ;.ibl c Food 
Discribution System by the ime fOed-grai self--sufficiency JIs 
achieved- the development cf a private spinning irdustry 
wiolesalingj and retai.]J)nq of scybeon/coctonseed oil chrouqh the 
private -ec,-cr; and t.he ucili:avion of !re III rroceed: for 
agreed doveionmeriL projcctZ 

Thc third 0oodfor Devpeloprenc progrnm incc'porate new 
provisiicn:c ., , ore fully incegtace agriculcur al prcduction and 
food seciur I' concerns: uci.iza Tit ' III caka sales proceeds 
(plus Jc.;:ar-granrt funds) to directly support ube other aspects 
of che program, especially p1oicy aralysis 7.nd implementarion; 
ensure that the Foo ni d ornv led beuou-vs ont ,, Oisi,.cencive 
but an incentive to domestic production; and redoubles the major 
efforts supported by the first two Aqreenients. The total 
export market value of the thtee-year program request is 182 

" million, w:th the FY 19F7 levcl set at $52 illion. This 
Agreement wil] continue to employ the concept of a flexible 
co.tmodiry mix which includes wheat, rice, cotton, vegetable oil 
and possibly corn.
 

ITEM III PROGRAM1 DESCRIPTION
 

The new PL--4AO Title iI Food for Development program includes
 
four componertis: enhanced food consumption an(d nutrition for 
all individuals of tue society, increased agricultural 
productivity, accelcrced employment generation; and improved 
food systems management: r.o increase rhe efficiency of 
food-grain discr-ibution and handling. 

A 	 Planning and Programming for Improved Food Consumption 
and aucr!c.ion 

c~e Titl.e !.I program will promcc progress ,:oward the 
goal. ef improved food s,.rl. th-:cugh 'o~icy changes ant 
support rig aiui,-i ie: direc~e& rev:' : irnlener-c,4 i a1) 
successfI1l. ytA r e co c.;-e" . e )C,- C-0l .LeJ. io, 
assistanc,:: ogt::s for ch-" n.o: d,/ i,, t'n conte :LC of. ensuing 
that. ax.cuat:e spties Of rroas.:n.4y priced foc.-Oroins for the 
population ns . ,holer are lalah. ea:o thie morket; (2 ) inding 
ad dee %,.Ionc .n ca.Ly podtcib.J. ap f. -ods that are capable 
of self-cargec'r on re port: :fr. (3) 'rnchenir: che 
Gover_,nmentr's cpabili ity to d a:ai ., e rgcnciesC, 

The aim of each of these chrce ,-os of inliatives is to 
remove immediate canstraints to improved food consumpt:.on and 
nutri-..on, The objective is to intce.race food and agricultural 
planning i. nch fashion rohat thesE po-cer.cy-alleviation 

http:consumpt:.on
http:rroas.:n.4y


v - 3 

efforts are as efficicnc anc' effr-ccive as possible, 0i.6ticu 
uflCE:rfll inq zgrr -ulctjrai Lc-vu:'op~rncnc. Iro .ucci 'u ervp~ cmc r 

e ~c)tOI )r - rthrg ooncer---r;rn cf ort t o r Cuc- co~ry. 

Al. 	 picom( sup!:.crenc:,cic- Frocraiiis Su ppcIrticg FoOc, 
Coils Lrr~pt1 cn 

Unoc.r chis roodJ for nfveiopuince J.4oqram thc a:aes 
Governiyrent Fqrl-Es tcr epv&.Cop a ccsr.-r4ff:.ctive iilix cf prorams 
that c'pcni ze Jlvoome, ccir-iuripcior, i cJ nutrirnicr. ;:-enief cs unecr 
a cqivnr of & ii c ye, .'3Crfl n:ear ~O e corxc.02csot miscr, 

Ala, 'IPr!-ec--Usi nq ?rooril.s, Arrwt cr. ts the 
fla~glclshCove ruientc o cFrk irtc, e, sr, iE sfcrc?)r- -somc 

irmcrliF-e ard othors or cuu) - Ceu.( a2~~.Cfi ruly cost-etfecive 
program for fl-arkc)..-c, re(.ucrci-pric(o !c'u'-orairis ar-onq che 
rural poor, S a ITCanf, Of iTsprov inrc cbei. floC consurtption, an0 
nutri tioi- chr ough ni-' inc oor t-;arsf'"r. 

rfhe firsti -tep is 'fo,,r thc £ -ici.:K Goverrmrt to 
recireuc :7a!(cs of 400,000 iretric ton., cf y~toi. (the ETT-rr--vimacP 
average amount of i;, ofrtccke r ur inc- t&E '.ast fi y ye s) tcth 
rural poor - in a iianncr CEFsicnnec cr. ensure rh r P. su!:-tartial 
income SUPpIeJmcnt rea'hec the i ncenK hrcf tir e 

The mcchrisms for jirperre.0rrq this charoe, ':hi ch I;i1j 
begin tco o into effect. imrnee]. ,e1y ,frer Eicirnno of this 
Agreeoent, oi.i iricllutlf thecsin octions hy rhe IEanglales~h 
Cover nr~r t: 

-or&cr wn jirnmeciate upecae an, ver ifIcat ion rol thie
 
Distributior. ?riority Lists &inC R, card issuarices
 

- set a C-'Ef in C(, !,Jan ficantc quot. per ,-. cpr :'ho2:ci7 and 
increase tf- frequency of ITl Cistribucion to elt least 

- at lean on a pi hot Las is , (--i.tc ibIJtE, 117 wheat ratcions in1 
thr for.- of atta c!,roucih th~e chaM'ies an(, (istribute PMR 
rice througlah rural .-Iez .trs crne-cci nc pct.-r:aient ootlets;

proviu'ec, th-at the foregoinq three r' ,asuros Ihave been 
taken, allot a sizezble amount of foocd-qrairn (ltimately 
at lecs '*00,000 motric tons per year) on a onothly bars 
for icecitilar distr~ilution ac appropriate sa~r-es prices 
chrougo i~, atilf 

the process of cvrr.Iijy ,nerucinjzirnq othler 
procedures under na; andl ra!inq improvements, SUChI FS 
prioritcizad cr' of allocatiris ,.nC clistributions according 
to geograp-hical etLiter iF. of. neCires&. thatc vil2 
strengthen th~e r;,odi.fie&I r~o3tioniflq Eystem. 

-start 




Such an organizeO, controlled process of experimentation 
for re:Miiirig ris markec-usiri incoc-e supplenencracic., ef.orc 
will conscicuce the second step ty the Fangqlacesh CovELnr.enc 
cowver6 cevelc.pi, g cof-c-effeccive p:og:a1so 

DVLirq chC fi.csc yea. of chis Aqrec-%ent: perio'e, cdhe
 
rangl.acesh Ccvernnf'nc .;iIi co.ducc a series of crials co
 
develop improver.encs in this incervenciono
 

As ore part of this applied reor.,rch effort,, i'uzing the 
first N;ear the Pcnela(esh Goverryment ,]i" inscicuce r,process 
of monitoring che effeccivenesn of thc nrociam auin.che&t at the 
beginning of the AiecerTrc per icc, TIe fiiiincis \i1l ",eus 
co miodify the progran a.. rutuC lv agre-: L ch, USAi."' -t:iE ion 
anC. th( Government of ranal aresl, '-n ;,'icjon, the Oovcromnerc 
of F,nng)adesh will cesc several wcL*ifi.ctions to che program on 
a carefully monitored crial basis, ,uc'h moCrio'Mcr.ic;s might 
incluice a foo(c-scamps exporiiwenc, a v:ric cy of alccrncive 
price levels, or ?ifferenc commodity M.YPs, During the seconC 
year, these mod ifications (co II, ceveloper- in c:- iricial year) 
will31,e incrocduce into the ]piogran o, a lzrc'er scale and, 
assum-ing they prove successful, chey "i11 be include- as 
pcrmar.enc rl: featurcs of che proqrnm' fucom the chird year of 

the Agreemerc perioC. 

Alb. Ion-horiecize' Programs. 170. on non-monetized programs 
for using food as the means of crarsferrhn income co the 
nee6y. such as Vulnerable Group Fec-cina !VCF) nn( Food for work 
(FF .), vi.il also invoivc: experimcntation .) pilot cescing. 
Eoch programs are tdesgiqne(' co direct free food co especially 
feserving sections of the populacci, an boch have the 
reputation of provir'inn s~cnificanc be1c-fics to the incended 
recipients wich a modesc aMouIc of ;'loakaqe" co unintended 
beneficiaries. A problem common co boch prog'rants is chac cheir 
administrative costs are high. -hc new Agreement iill support 
analysis on increasino the cosc-efFecciveness of hehse programs. 

The USAID-supporcer'. FFTI program in PaAgladesh is managed 
by CARE. The Title III-assisced research and Oevelopry nc 
efforts on screngcheninq the nationF1 FFU program t ili drav, 

heavily on CARE's expertise (and chat of ITFP), as a means of 
both avoiding duplication of effort &rd prorocing improveo foot'
 
assistance proqratnming, 

The main problem vich the VGF program in cnis regard is 
its relatively snall coverage. Ac present, the progiam, even 
theoretically, covers only about 450,.000 mothers arc their 
children, fallinq ioefuli.y short of the neec-. The quescion to 
be a6dressed by the Title III-supporce( ex.erirentation is 
whether an affortdable progrrm capable of meeting a significant 
portion of the reec can I-he dEvjsec". 

Ocher delivery systems for qeccing free foot to the 
destitute v.ill hc devised, tesceO, antI - if cost-effective 

implemented during che Agreement period. 
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In the first year', the Bancladesh Government will devise 
the modifiec.. and new p'rorams and begin cestiia them on an
 
experi.mentai b.sis-- . pilot test., will srart durin, the
 
second vear, with 2u].2 zale implementation commencirkg in tbe 
third year for those protot.ypes showing the most promise
 

A2. Self-Targeting Foods
 

The effot to introduce into Bangladeshi cropping 
patterns and diets a feed rhat is a cheaper calorie source than 
the main staple (rice) ior th. poor is rot a new phenomenon, 
The importation of he r. in -.he o-.onrg47CS wir - i1 pCoduction 
and marketing campaign, i4ao. an example of s:ich an etfort.
 
Wheat has lost many of its se f-cargering propercies in the 
Bangladesh conteXt. Although 1:ctle celiable data 
are
 
available, it appears chat people from all income classes
 
consume wheat regularly.
 

As a part of the food- -orsunpt4.on planninq cor:pojent of 
this Title III program, a cap.paign uzill bie mourted to introduce 
a new self-targeting grain, maize, into the food system. The 
campaign will be d1irected by the Foo. Planninq and Monitoring
 
Unit (Fr-MU, as an activity uncur she new food policy planning
 
and experimiental activ rties project. c.o be .,;onsor*,d by this 
Title III p-ograin. (That project is '5esciibud in Section D of
 
tnis Annex).
 

One purpose of applied research into the use of maize as
 
a food is uo develop and test .ow--cost nurriieus,.
 
consumer-acceptable, and self-targeting products, such 
as maize
 
flour and mixed maize-wheat flour, which might be used in free
 
distributior or fair-nr.ice sa-;es pr~qrams for the nee('/. A
 
second purnose is to cevelop and test maize produc-s for the 
commercial retail market,
 

For implemencatior, The first step is to develop a plan
 
of action with the assistance of an expert in the field funded
 
by dollar grant resources, An illustrative sequence of actions
 
includes developmernu of maize food #.educts in the laboratory,
 
taste tests, trials in institutions -uch dn hospitals and 
orphanages, and criaj distri.icion t)hrough selec.d PFDS 
channels,. The se3.1-targeting cluiss of pro':acts c)LiC3 be 
distributed through zhe relief channeis for the ctuly veedl,. 
the hi gher-cosr products through tht OMS channel. Some of the 
trials of products for the needy might involve distribution to 
a sample of the Biw.sri. refEugee population, the oly large 
Bangladeshi grouLp -or which ma! ze al. : zady represents a regular 
part of the diet,
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'l-Ije cirocabje is to ccrplece r~esicn ane, research i:ork in 
the first year; in che secoric yerr teqin prototype deve].opmenc 
and cescin j, ar' large-scale imrp].erlencation irltie chirr. vear. 

The PPlui will explore the possibilities for locia proccssin 
and markc-cioi of naize-.aveCl feed an6 ocher i.rCuscri;.l 
products. ThN FPr'U may contract ,ith !oc,] research 
insticutions to do soioc cf thi work but wil., also percicipace 
directly in mucti of ic. 

A3. Food Emer-orncy Preparedncss
 

The effort co iifprove chc Eaocj]adesh "owrnncnc s abilicy 

to de,..2 , ich fco,' crisc-,, " , o p-v C ,- , 

prepareCness, is also co be a p,,rc of no. fc, r!olicc.e c, 
planning an; experinentzl 'ctivicles projec co c ;V.onscrr- by 
the Title III prograw anr. narage,: Ly thle gor&'is cryls Food 
Planning ano Ponicori Urito The prir-cip.J &.ccivicy ,i.lbe 
the development onr.( implemetation; by th- en. of fiscal yeau 
1988, of a system for rsur' ccii.o the 4cc., cor :Uwp-ic, tn 8 ; 
nutrition situation rcgional.Ly as iel! as nacior, l'. Ti.rt 
Vill complement. an cnqoing '.fforc cc Cevelop an early warning 
mechanism for assessirg crop prospctCs. 

The effort uil. also i.rcluee a revi1; of the experience 
with managing the 1934 fJoo;-inuced fco,-" crisis. The review 
will be designe, to proruce recommenJ cticnc aouc free 
distribution pronrams, such as Vulnerab.e Group Feeding, 
Gratuitous Relief Terc art,, neansanrd Relief, other of 
preventing fdnine The reviec,., vill cake pl3ce ir,the first 
half of iie Agreement period, 

F. Agricultural. Developmenc
 

The Title III program 4c'a] of accelerate6 agriculcural
 

production ,ill. he pursued through policy chanqes and
 
supporcing activities aimed Pc; (I) imp.1.ecnting an effective 
program for stabilizing output prices of food-grains. reducing 

price risk- i, farming, an2 thus insuring greater use of 

produccive inputs: (2) greatly eypandino efforts in crop 
diversification, anc (3) increasiiig support for acriculcura] 
research. 

B1. Scabilization of Producer Prices for Food-Grasns
 

The raciona1r for this prociramis: farrers' vil.lingness
 

and ability co use yiel'-enhnncing rurchasec iniputs are 
strongly influenced by (a) expe-cacio's about the price they 
wi~l receive for their crop &t hervesc c.i' - an6 (h) the price 

ccthey actually receive. This Title III program \,i1 seek 
S.nscitucionalize a systeri it) he tiiiscry of Food chat t.wi0l 
permit achie.'emenc of resonable farm prices ac Pn acceptable 
cost. The price scabi.li.zacion prograw established will include 
rice and wheac. 
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Up co A20 million per year in caka procecrs from eligible 

sales of Title III conmoeicies could be usec! Co capitalize I 

separare fcod-grain procuremer.t accourc ari,3 wou.lc be eligible 

for currercy use offset c tht e'c' of cach 	 year of succer,sful 

operation. 

It years of short loca] supp-lies, min cenance of floor 

prices would depen. rc so much upon ce volume to.fprocuremenc 

as on timely procureaenc in selecced cif criccs. Oijce the 

food-grain stabi lizatico furd has berr escabljrhed, the nee(: 
in conrcancfor achitionl financirg should be F,-irly small 

value terms. 

The nangladesh GoVerrimerc aqrci*P to the iJ.)ov.-r, actions 

for carrying ct the stabilization of prccducer" prices. 

(a) 	 Oevelop annual pl&ns for price anrNoLncemecs ano 

rice anO ,iheat price-mAincerance ccJvicjcs. 

(b) 	 indicate levels of financinq fo: procutem£encr. 

(c) 	ptovide regular reports on the results from 
fy a, rr wheatactivities in terms of volumcs of pac 

procurc: by *,iscrict: 

(d.) 	 apply the results in terms of inrcenz,rice of price 
levels 11y .itscricc (ehe results from naintairing a 

floor price are relevant prinarily for the sorplus 

producing Ciscricts and cbe resulctz can only be 

evaluacec, after the fi rSc vepr of expanded 

operacions. orgarnizing and carrying cut 

subscarcial2y grea ter or.eracicns in yoor one may be 

the relevant performance indicacoto In subsequent
 

years, naincenance of thE floor price 1:ouIrl become 

a more critical indicacor..): 

(e) 	 to make che procurement price of rice actractive to 

the sellers, the Government of Eangladesh %.,!] 
jmire¢iacely raise the per-unit rice procurement 
price 	to a level chec covers ce procuremenc price
 

of one and a half unics of VO x' plus i ts handling, 
transporcacion anrX.IliiJ costs- anrl 

(f) 	 anocher change in the procurement activity (as 
presently praccic-ed) !,ouid be to closely monitor 
and analyze price movements resulcing, from the 

activity to better escaLlish procurement proce,5ures 
an(- i ertify bach major carqeceO distr 'cs a-0 

those r.-isCtaccs char may neee less acct-roiori (This 
type of analytical. accivjcy ar.i a sec of pilcc 
interventions in the food syscem, i,' atvdicion co 
the floor price activity, arc described further 
under che 'Fooe Systems I;anaoerienct section of chis 
Annex. ). 



4 

V( A 	 AA,.A 

n~~o~Gv~~en r carryT~~~~ 	 mh .oes not out the. 
-usestablizaionprogram-as agreed, any currency offset ha
 

has )en gr anced ,Pi bo resc inded a'ncl the amountc in Cl-be

ii scabilizarcior fund iouil1 be depos~.red in the Speclial. Accournt.
 

I;,AQ. co co 'esrabi ishA the stabi lizationadlici oi helping 

--- ---- CUCpr e,_f.. odgans,_T cl4 -,III 0,-Qpr~cs__
will1'!)e used to suprorLchre Hiniscry of Fooe'S FP15U co carry 

o~r thrquiedplaningr and analiysis co ensure rhac, the 
operations of the open Varkec Sales (01lS): program are- closely 
coordinated w~ith ihose of the floor price maintenance program., 
Further infornicion on chi.S BCtiV.Cy 8prears ill the r*Food, 
Systems ulantagernent' scicrion of thi~s AimeX 

D2. Agricultrural Diversificac i oil 

This Title III~,prograzn Will support an effort by the
 
Bangladesh G-overnment to diversify national cropping~pacter1s,
 
intensify agricultural land use, aDnd expand production of
 
secondary crops livestock and poultry. 11hile food-grains must 
ccntinue to receive the bulk of the invescment and
 
institutional support, there is good potential for increasing
 

the contributions of secondary crops to growth in agricu] rural 
production, employment, and income, as i;ell as foreign exchange 
savings and earnings, agro-industrial development, and human 
and animal'nucrition. 

The Title III program will provide, local currency genera

cionDb to support a rnmber* of discrete activities relateed co 
(but not necessarily ]inmitedclo) crop diversification. These 
include deveolopment of a CIIYT-supporuLLd resLeac station at 
Ishurcli (a new activity)-, the on-going, AID-aSSisced 
Agricultural 'Research Phase II and Bridge and Culverts. 

~'1/ 	 Construction projects, and various Other Third Five Year Plan 
projects Prilmarily in iriton,drainage andi flcod control, 
ferti'lizer distrribution, ane rural infrastructure. 

B3. iiricultutraJ Research 

This. Title III program 0.13J support, the mission's 
on-going efforts tc increase the effecciveness of the national
 
agricultural research system. The efforts are. currently being
 
directed primarily' through the 'gricul'cural Research Phase Il
 

project, 'which focuses on (a)building capabilities to move
 
agricultural research activicie s into farmers', fields, where 
production problems can be identifieed and solutions rested, and 
,(b) builcling strong, responsive, core-6iscipline' rosearch 
programs to develop the ,new technologies that car. address these 
problems. To' support cff-stacion activities rho project is 
providing equipment necessary co facilitate movement of, 

~agrcu~cra1scientists to farmers' fields and monitor field 
crials, as wiell as supporting training of scientists in A 

practical field research methods. To'improve core research
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programs at the stations, the project is providing t_<ujpment, 
staff training, an program Oevelop.mcnr suppcrr., The aceaF of 

subject matter concentcr-non are (1) cron vari:ries ard 
cultivation pracrices; (2) soil, w rer. an livcstoc:k 
management practice ,; and (3) r:nsr control praccices. 

Taka proceeds from sales of com.,odiuies under this Title 

III progra:m will provide substantial resources needed to expand 

the conduct of agricultLral research.. Take procceds vi]l be
 

used to cover operational costs of the Elangldcsh Agricultural. 

Research Council, aqric'u.ltut-,i r,:search insr.irt's,, arid 

research stations aric substetions ThcsE cost.., may inciude 

such items as fertilizer anc! other inputs fo rese.3rch trials, 

fuel and oil, seasonal llbor, traveA allowance foi scientists 

working in the field, workshops; s,: minars, meetings and 

farmers' field days; developmcnrt o£ e:perimenra.. plots; and 

purchase of books, journals, and ocher scientific literature. 

Agreements between the U.S, Government and the p.noiladesh 

Government concerning use of the proceeds (setting up of 

accounts, disbursements; monitoring, accounting, fund 

utilization, etc,) will be set forth in Project Implementation
 

Letters,
 

C° Employmenc Expansion for Creation of Effective Demand
 

One of the major elements of the lBanqladesh Government's
 

development strategy is to expand employment opportunities, 

which will allow greacer numbers of people to purchase their 

own foo6. This will free up income for whomever was paying the 

food bill The employinLnr gereration in the short run will 

mainly stem from grcater labor use in agricultural and related 

acrivities, but new initiatives will begin in building and 

maintaining rural infrascructurc, in generating rural services 

employment, and in labor-intensive, small-.scale enterprises. 

Increasing individual demEnd for agricultural products through 

the income eftect of providing aaditional employment 

opportunities is one of the four principal components of the 

third Ti.tlc III program. 

The Ministry of Food wi.t] expan6 cLe scnpe of its 

concerns to include broad, issues rEiateC t.o food and 

agriculture. One such issue is the importance er increasing 

employment to exparld individual effc civc demand, L3:caufe data 

on the current employment situ-tion and selected issues are 

inadequate, and methods and means for fosr.(..ing private 

investment in productive.: non-aqrici'31tural ,nrcrri remain to 

be identified., iri.ti..l :"r'orrs :i1 c:ncrcrc on T,euunuinq 
studies and other research, 01: particular i_.terest and 
possibilities for invesrm.nts is Dgri--busiress, comr;iccial and 
industrial enterpris.s to suppl,, inpurs to f,_-mcrs and to 
process and markec farm ptoducts, Ti!.le III enerations will 
be used to support the ecApansion of thi range of 
respons, .l .cties and the analytic c-pahini c!y of: che FooU 
Planning ,ozl Monitoring Unit to under'take such studies. 

A1 
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The plan is to provide the Unit with olitside assistance from a 
repucable internitionril organizarion to increase its competence 
in dealing with thcse broader issUes. 

This research and irctirucion-,uidinq raoy raise policy 
iEsues for the Title III implementation trocess. If so, the 
UoS, and Banglaecesh Governments wil collbarate on the 
formulation and edoprion of invescmerc and c T:her policies that 
will assist individuals or groups who can c;.vc adequate 
management attention and maXimiZe Utilj.zation O, 6carce capital 
to invest in enterprises providing services :nd rituc. to 
agriculture.
 

Specificaily, the .aiqgladtsh Governwet .;ilI provic'. the 
following support for emplcymcnt-expansion activities: 

assist with employment-oricnted pcl.icy fGrmulacion
 
efforts;
 

as necessary, heip fund surveys and other studies on
 
employment problems; and
 

provide funds and other nccessary resources for testing 
or replicating promising off-farm employent-creation
 
enterprises
 

D. Food Systems Management 

The bulk of food is managed by the private sector but 
both the private and public sectors can benefit from 

cooperation in: (a) revising rules and regulations governing 
the trade; (b) stock management: (c; sharing of import 
business; and (d) carrying out E>Yperiments ii grain drying, 
storage, and processing. To carry out this initiative and the 
other three described above, the Food Ministry's Food Planning 
and Monitoring Unit will be strenqrhtor:ed. As part of this Food 

for Development program, the Bangladesh Government will take a 

series of concrete steps to improve management of food systems. 

To complete the ieform of Statutory Rationing and Other
 
Priorities (Government Employces .RationinC)j, ch'- cangladish 
Government will
 

by Septembur 30, 1987 (the en- of the first year of the 
Agreement period), reduce tbe subsidies (definc'3, for 
purposes of this Agreement as he .. iffceroflcE bectveen the 
initial OMS price nd r.he cori-,rspondi r-q ration price) by 
rough2- two pcrcertatc point.." i-N rhe case o . icc and 
rreo percentage points .n ch.- casc of vb*.an,, rhrougn 
raising prices by necessary amounts (rak: 5 per maund for 
rice and raka 6 per maund for wheat, for exampie, given 
the current set of PFDZ prices),
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by September 30, 1988, reduce the SR and OP (GER)
 
subsidies by co co four percentage points, through price
 
increases in appropriate amouncs: and
 

by the eni' of Agreement period (presently Sepcember 30, 
]P09) make ihatever acdcitional price increases are 
necessary co eliminace cb' SP ane' OP (CFJ) subsidies 
completely, so chac the SR ration prices will be equal co 
the initial 01S prices in SF. areas, anC the OP (CER) 
prices wi].] be equal co the initial Ois prices in no,-SR 
areas; and 

any changes in this plan (necessicaced, for exampie, by a
 
food crisis of emergency proportions) would have to be
 
agreed to by both Governments.
 

The Government will also:
 

abolish the Free sales anO Marketing Operations channels, 
and
 

institute o food-grain consumpcion monitoting system.
 

The BanglaCesh Government iwill also cake specific
 
measures co strcngchen the OIlS system. Those measures ere:
 

review the OM.S price-setting (an6 marketing) formula,
 
revising it as appropriate (The existing price setcing
 
ard adjustment mechanism as outlined at Annex B, Item III
 
P of the Parch 1982 Ticle III Agreement, as amended,
 
will, however, remain effective until a revised price
 
setcing mechanism is developed.);
 

simplify procedures to make the system operate as much
 
like a private sector enterprise as possible; anO
 

strengthen monitoring and analysis of disaggregtced
 
consumer price Oa.a for food-grains.
 

The Bangladesh Government will support the improvement of 
the Iinistry of Food's capacity and authority to provide 
information for formulation of food-security policy and co lead 
the development of pilot programs and ocher inicpacives for 
carrying out the policies. The support vill cake the form of 
the following actions: 

cortracc wich an internationally renoned institute 
having experience in research, policy formulation, and 
proqram development for a rice-based economy co obtain 
technical assiscance, craining, and commodity support 
requiree co broaden the Foor" Plannirg and lionicoring 
Uic's (FPIU) mandace, responsibi.lities, authority, and 
capabilicies,
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through the upgrading of FPMU, expand the Food Ministry's
 
role from that of strenguheninq national-level food
 
security (in r,-rms of overall per capita food-grain
 
availabilities, aggregate aveuFge prices, and Governmept
 
stocks) to one of increasing individual-level food
 
security (that is, effective access by ch . population to
 
nuzritionally adequate, affordab>. diets). and
 

charge the upgraded FPf.IU with tkirng the lead in seeing
 
that thk activities stipuar.ed in this Title III program
 
Agreement are imp.einenteki.
 

To further strengthcn management of food systems, the
 
Bangladesh Government will:
 

- adopt internationally accepted tendering, contracting, 
shipping, and settlement procedures for food-grain 
imports; 

- facilitate private imports of wheat for flour milling and 
biscuit manufacturing; 

- review food-grain storage and preservation and make 
indicated improvements; 

- implement appropriate recommendations of the Food 
Ministry Reorganization Project5 and 

- develop appropriate means for disposing of deteriorating 
food-grain stocks in PrDS. 

The allowable ur.es of Title 11 wheat and rice include
 
the maintenance of food-grair, reserves,. Iligibility for offset
 
credit for Title III grain used for food-grain reserves is
 
based on the maintenance of adequate total food-grain teserves
 
and or conduct of O1S as required in this section. Eligibility 
will be determined on individual shipments and will be based on 
benchmark total food-grain stock levels during the year 
following shipment., The berchmark stock levels for all
 
food-grains are 1.1 million tons on July 1 and 0, million tons 
on November 1. One year after the arrival of each year is 
shipments in Bangladesh, t;e B.ladcsjh Gov' nmenr. May seek 
commodity use offset, ir,the equivalent dollar value of the 
financing of the Title fTI commodities held in rese, ye for the 
required one year period, provided that rhe total food-grain 
levels were meinuained. The locaJ, currency proceeds from any
sales of Title III commodities sol,' frorr food-.,.-:i , reserves 
through the OMS or Ii system shall be (depositc'. into the 
Special Account :ind Cisbursed for the FFD purposes in Item III 
S. The dollar equivalent vai.e of such Gi,:Lursements shall. be 
applied as of the :ate of disburscyrw:mti to pay obligations of 
th Bargladesh Government under this Agreement unless the 
Bangladesh Government elects to apply the excess disbursements 
against other Title I debt as provided for in Annex A, Item III 
A.
 

http:stipuar.ed
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In its request for commodity use offset related to the
 
use of Title III shipments in fcd-grain reserves, the
 
Bangladesh Goverihmen will report tbe atrival date of each 
shipment, the stock l'.vels on the following July 1 and November 
1, and rhe use of OMS during the one year period foliowing the 
arrival of the reported shipmerts. Upon rec.eipt of the above 
report and confirmation by thz United Scates Government, the 
Bangladesh Government's dollar repayment obligation under the 
Title III Agreement will be reducee by the dollar sales value 
of that shipment, Commodities (celivered that have received 
commodity use offset for being hel.0. in food-.grain reserves for 
the agreed time may be used for any relief program,
 

E. The Use of Cotton and the Development of a Private Cotton 
Spinning and Weaving industry 

Cotton has been included in the commodity mix because of 
its potential impact on rural development. While the cotton
 
spinning industry is urban based (and one purpose of this
 
Agreement is to strengthen its efficiency), rhe real impact of
 
supplying cotton will be in the rural areas, This is because
 
the cotton will be spun into yarn which is distributed to
 
handloom owners. The handloom sector is privately owned, small
 
scale, rural based and labor intensive. It provides full and
 
part-time employment to approximately one million persons, most
 
of whom are women. This employment is of people in are-as where
 
few if aily alternatives exist and, therefore, is of critical
 
importance. The handloom sector suffers from a chronic
 
shortage of yarn that limits jobs and availability of cloth.
 
Thus, there is a direct rural development impact from providing
 
cotton under the Title III program,.
 

The sales proceeds generated by the cotton to be provided
 
under this Agreement will oe deposited in the Special Account.
 
The Bangladesh Government will also continue to stimulate the
 
development of a self-sustaining private cotton spinning
 
industry,
 

F. The Use of Soybean Oil for Privatne Marketing
 

Soybean oil must be wholesaled and retailed througl; the 
private sector and not the ration sysce;n, nor will. offtakes of 
vegetable oil in the ration system be otherwise inceeapeC 
during the course of the Agreema-cnt. Local proceeds generated 
by the sale of soybean oil will be deposited in the special 
Account and disbursed for mutually agreed developmenr 
activities. 

The angladesh covernment, with support Crcm the United 
States Government if :equested: w: !). conducc -.n in-depth review 
and analysis of its import ]uc-' excise tax, and related 
policies to determie their impact on vegetable oiI imports, 
local refining, etc,, and make rrecommeidations on how they 
should be adjusted to encourage local i:,-uscry. 
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G. Use of Title III sales Proceeds
 

The proceeds,from the sale of Title III commodi .i'swill 
be segregated from general revenue receipcs by the Bar:gladesh 

Governmont and deposited in the Special Account. Title III 
commodities for this purpose will include ]oca] procee6s from 
the soybean cil, cotton, maize, rice, and wheat shipped under 

Title III. In addition, ohe Bangladesh Government will deposit 
local currency in an amount equivalenr to any difference 
between local proceeds realized from sales of all commodities 
and the CCC value of the commodities provided under this 

Agreement in accorddnce with Annex A, Item III, 

The Bangladesh Covernment will disburse the local
 
currency deposited in the Special Account only for those
 
projects identified below or for development projects mutually
 
agreed to by means of an exchange of implementation letters.
 



Fhe list of development programs or projects includes:
 

Indicative List of Annual Project-by-Project Disbursemonts
 

Annual Allocations
 
(Millions of Dollars)*
 

No. 	 Projects Ongoing in FY87 FY87 FY38 FY89 FY90
 

1. 	 Bhola Irrigation 11129 1.129 1,129 1.129
 
2. 	 Gumti Phase I 1.290 1.290 1,290 1.290
 
3. 	 Naogaon Polder I .806 .806 .806 .806
 
4. 	 Madhumari Nabaganga Project .806 .806 .806 .806
 
5. 	 North Rupganj Water Conservancy
 

Project 2.258 2.258 2.258 2.258
 
6. 	 Southwest Rural Development
 

Project (BADC Compenenc) .806 .806 .806 .806
 
7. 	 Barind Integrated Area Develop

ment Project 2.581 2.581 2.581 2.581
 
8. 	 Agricultural Research Programs
 

under BARI 2.258 2.258 2.258 2.258
 
9. 	 Rice Research and Training 1.748 1.748 1.743 1.748
 
10. 	 Jute Seed Projects 1.613 1,613 1.613 1.613
 
11. 	 Pabna Irrigation and Rural
 

Development 4.516 4.516 4.516 4.516
 
12. 	 Teesta Barrage 16.516 16.5.6 16.516 16.516
 
13. 	 EIP-Type Small Projects (IDA) 1.290 1.290 1.290 3.290
 
14. 	 EIP-Type Small Prcjects (ADD) 1,290 1.290 1.29C 1.290
 
15. 	 EIP-Type Small Projects (IFAD) .645 .645 .645 .645
 
16. 	 LLP Phase II 3.548 3.548 3.548 3.548
 
17. 	 DTW Phase [II 4.248 4.248 4.248 4.248 
18. 	 STW Phase III .968 .968 .968 .968
 
19, 	 Construction of Fertilizer
 

Godowns under USAID .322 .322 .322 .322
 
20. 	 IDA Deep Tubewell 4.839 4839 4.839 4.839
 
21. 	 IAPP in NW Bangladesh 3.064 3.064 3.064 ?.064
 
22. 	 FFW Structure Construction 9.677 9.677 9.677 9.677
 
23. 	 Agricultural Research II 4,129 9.677 9.677 9.677
 

FY88 Project Starts
 

24. 	 Procurement Fund -- 20.645 20.645 20.645
 
25. 	 Crop Diversification .016 .016 .016
 
26. 	 FPMS Upgrading .032 .032 .032
 
27. 	 Extension of Minor Irrigation
 

Schemes 7.325 7,129 7.129
 
28. 	 Irrigation. N. Mmenshingh, N.
 

Rajshahi, Paral, & Doulatplr-
Damurhuda 1.581 1,581 1,581 

29. 	 Fisheries Developmenc 4.419 4419 4.419
 
30. 	 Infrastructure Dcvelopment in
 

Ten Districts 7.129 7.129 7.129
 
Production 	& Employment Rural
 

Development Program -- 5.322 5.322 5.322
 
32. 	 Feeder Road Improvement -- 1.513 1.613 1,613
 

TOTAL- 70,352 123.787 123.787 123.787
 
*-------------------------------------------------------------------
*The exchange rate is cu4rrently 33 taka to one U.S. dollar.
 

31 
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H. Implementation, Monitoring, and Annual Evaluation Plan 

HI. Introduction 

The External Resources Division (ERD), Ministry of 
Finance, is responsible for implementation of the Food for
 
Development (FFD) Agreement 
 on behalf of the Gcvernment of 
Bdngladesh. Representatives from the 1,inisr.ry of Food,

Bangladesh Sugar and Food Industries Corporation (BSFIC), and
 
Bangladesh Textile mills Corporation (ET!IC) are responsible for
 
importation and sale of wheat, rico, and maizo, soy oil, 
and
 
cotton respectively. FRD will :cr & the principal cocntcrparc 
in the overall management of the Title III program. The 
Americas Desk at iLRD will maintain necessary concacr.s with the 
implemen.-ing agencies. To ensure timely and appropriate
 
actions coward meeting thc provisions of the Agreement ERD
 
will form a Co-ordination Committee with 
representatives from 
-
beside ERD - Finance Div:.ion, Mini stry of Finance, Mirnisrry of 
Food, BSFIC, 9TMC, USAID/Dha!a (ex-officio), and one
 
representative each from che 
agencies involved with the 
implementation of development projects or programs funded from 
Title III sales proceeds, The representative from ERD with the 
rank of Joint Secretary will be the Chairman of the Committee. 
The Desk Officer, Americas Desk, will ac. 
as the ex-officio
 
member--secretaiy of the Co-ordination Committee. 
 The Americas
 
Desk in ERD will be strengtheried by employing additional
 
manpower ,Yi-h professional skiils in program monitoring.
 

The duties and responsibiliLies to be carried out by the

Committee for overall management of different aspects of the
 
PL-480 Title III FFD program are:
 

H2. Commodity Tmporcation and Sales
 

H2a. Operational considerations on imports: The Title
 
III Co-ordination Commicee's first cask 
 will be to insure that
 
USAID/Bangladesh is provided with the information necessary for
 
the operational reporring cable just after signing c'i 
 the
 
Agreement. The Commizcee will also insure hac the information 
requited for p.teparing the Bellmon D:ctermination cable is 
provided to the Mission in rii-,e cc iracilitc,:. imely shipment
of the Title III cc;rninoC.uik's lhr, samc functions 
are required

to be carried out each time a new itle IIT a-,m.ertc6cn is signed 
prc,iding funds fo importation of selected agricultural
 
c or,,: :0o i i es . 

.H2b. Sales generation a, ,' dep,,si of local proceeds:
The Mi.niscry of Food will.] b, responsible tc ,.dminiscer sa.les of 
wheat nd rice (and miize, if any) in a manner conforming with 
the provisions qJvcn in ch.;.s At.re.-m(en t. The local proceeds 
generated will eir~icr be deposiced directly inro the Special 
Account at the time of che sale or be transferred to the 
Special Account from thc genetal 
food accoun, of the Government 
where they were initially deposited along with sales proceeds
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of commodities receiv-d from othersources. The transfer will
 
be made within one month folJowing rhe end ot ealch quarter. 
The sequence of quancers will follow the Government of 
Bangladesh fiscal year. The Pagrsgadesh Covernent wil)
deposit, witlin one year of CCc disbursement, inco the Special 
Account the proceeds generaued from saies of commodities
 
through channels authorized for currency use offset. In. the
 
event chat the total dollar value of t'Oe local currencies
 
generatcd and deposited fall short of the value of the Title
 
III commodities shipped, the U.Z. Government; after
 
consideration of the results of 
a joint review of the
 
circumstances, may declare that the shortfall is 
no longer
 
eligible for currency use offset,
 

The BSFIC and the BTMCQ two government-managed corporate

bodies with autonomous status, will be responsible for sales of
 
soy oil and cotcon. BSFIC has one refining unit under its
 
management with an existing capacity of refining 30,000 metric
 
tons (MT) of crude degummed soybean oil (CDSO). This unic will
 
be provided with the CDSO imported under 
the FFD program for
 
refining as well as 
marketing of the final products. The local
 
proceeds realized in 
the process by the refining mill will be
 
deposited into the Special Account directly by the BSFIC, with
 
copies of the documents to be sent to ERD and the Finance
 
Division. The same procedure will be followed by the BTMC in
 
the generation and deposit of 
funds into the Special Account
 
for sale of cotton. In the 
case of RTMcQ the cotton spinning
 
mills under it will be utilizing the cotton for making yarn.
 
The mills will then market the yarn mostly to the handlooms
 
located in the rural areas. F5]MC will realize the value of its
 
raw cotton from the respective mills as sales proceeds are
 
generated by them and will deposit the proceeds into the
 
Special Account.
 

The Co-ordination Committee chaired by ERD will 
meet at
 
least once every quarter - preferably at the end of each
 
quarter 
- to oversee the progress of sales, generation of sales
 
proceeds, and deposits into the Special Account by th: agencies

concerned. An important initial task of the Committee will be
 
to form a sub-committee for verifying whether the Special
 
Account established for deposit of local proceeds is truly an
 
account separate from other similar Government accounts,
 
whether the records 
on dcposit of funds are b-ing adequately 
maintained, and whether the naturc of the account conforms with 
the requirement of the FFD program, The sub-committee will 
submit its report within a month folLowing its formation, The 
report will contain facts about the account as 
well as
 
recommendations for improved operarion of the inaccount 
conformity with the provisions of the FFD program. 
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U3. 	 Selection of Projects/Accivicies anC Disbursement 
of Funds 

A sec of 	 criceria chat incorportte legislative
provisions as well as priority Oevelopmenc neecs of the country 
have been developee: for seleccing eligible development projects 
for funding from the sales proceeds under chis mu'lti-year FFD 
program. The criteria ate to ensure selection of projects 
aimed at 	alleviating rural poverty (1) by shifcing the focus of
 
development activities from urban co ruraj areas, (2) by
 
concentrating on development of rural infrastructure, (3) by 
increasing agricultural productivity, (4) by expandirg farm and 
non-farm employment opportunities for the rural poor, (5) by 
effectively cargecing fair-price food-grains co the rural poor
 
lacking purchasing power, or (6) by uncercaking any other 
activity 	directed covard improving the lot of the rura) poor.
 
This third multi-year FFD program 1jill continue co empr.ha.ize 
funding of irrigation, flooed control, and drainage projects
 
chat are 	bein, funde6' by responsible aW responsive 
inter-national or bilaceta] donors or similar projects being
 
implemented by reputed Eangladesh Government agencies. In 
addition, Tile III local proceecds Jdll be used for activities 
chac will complement the policy thrusts of the Agreement. The 
activities are (i) the domestic food-grain procurement program, 
(ii) introduction of maize in the Public Food Distribution 
System, (iii) crop diversification programs, (iv) employment

generating activities, (v) agricultural research activities,
 
(vi) bric:ge and culvert construcciov on rural roads, (vii)
 
improved management of the PFDS and (viii) expansion of the
 
capability of the FooO Planning an' tic-ticoring Unit to carry 
ouc research and other activities in food, agriculture, and 
ocher fields of interest. This is being done for beccer 
integration of Title III local proceeds with the policy thrusts 
and strategy objectives of the Agreement. Funds for these 
activities/projects will be set aside for undertaking certain 
experimental projects in some of the fields before large-scale 
replication of successful projects is carried out from the 
remainder of the funds available. 

The Finance Division, viniscry of Finance, will be
 
responsible for disbursement/adjustment on a qcuarcerly basis of
 
sales proceeds maintained in the Special Account, for
 
implementing the agreed development prcjeccs as vell 
as for
 
carrying out ocher approves activities. The Finance Division
 
w;ill prepare an estimate of sales proceeds expected co Ibe
 
generated during a particular fiscal year, in consultation with
 
the agencies concerned ,ich the sales of T-icle III commodities,
 
co 
be reflected in the country's annual development budge't. 
The funds are co be allocated for individual projects based.on 
their requirements, availability of funds, priority of the 
projects, and specific provisions in the Agreemenc on the use 
of funds. In the case of projects taken from the Annual 
Development Plan (ADP), existing proce0ures of fund 
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disbursement will be followed. Projects or activities outside
 
the purview of the ADP will follow specific disbursement and
 
accounting procedures to be prescribed either in the Agreement
 
or in the Project Implementation Letters for each
 
project/activi y.
 

H4. Monitoring Plan
 

The PL-480 Title III Coordination Committee will be
 
responsible for monitoring implementation of the various
 
provisions of the Agreement as well as; progress of
 
projects/activities being fundea from Title III sales
 
proceeds, They will meet with USAID representatives to develop
 
a comprehensive written monitoring plan. They will then meet
 
at least once every quarter to review progress of the
 
activities and to discuss future courses 
of action for improved
 
management of the FFD program. 
They will also be responsible
 
to ensure that adequate records of all receipts and
 
expenditures of Title III local proceeds are maintained. 
 They

will prepare a summary quarterly report describing physical and
 
financial progress attained by the project during the quarter,

to be forwarded to USAID with the disbursement reports for
 
facilitating certification of the disbursements for loan
 
forgiveness. 
Adequate records of receipts and disbursements
 
are to be maintained for at east three years following
 
completion of the Title III 
funded projects so as to facilitate
 
U.S. Government audits, If necessary, the capabilities of
 
relevant offices to remain responsible for monitoring

activities will be enhanced to meet the demand of monitoring
 
requirements.
 

H5. Reporting Requirements
 

ERD will be responsible for collecting and forwarding the
 
necessary reports to USAID. In addition to any other reports
 
agreed on by the two governments, the Bangladesh Government
 
will furnish the following reports.
 

H5a. Shipment and Arrival Reaport: To be submitted
 
within 30 days following the completion of each shipment.
 
There may be more than one report annually, depending on the
 
number of shipments in a year. The U.S. Department of
 
Agriculture (USDA) will send the reporting form for each
 
shipment to ERD after inserting identifying
 
information and shipment data following completion of vessel
 
loadings.
 

H5b, Report on Usual Marketing, Export Limitations,
 
Utilization and Publicity: 
 An annual report to be submitted
 
within 60 days after the expiration of the Agreement supply
 
period (by December 1 for U.S. fiscal year Agreements), except
 
that whenever early programming is expected to. the subsequent
 
U.S. fiscal year, a preliminary report must be furnished before
 
negotiations on a new Agreement can begin. 
 USDA will forward
 



the reporting form to ERD after inserting identifying
 
information on ic about 30-GO rays prior co the Cue dace for
 
the report.
 

H5c, .Report on Commodities Received, Sales Proceeds 
Generated, Deposits into the Special Acco~rit and Subsequent 
Disbursement cc Agreee Development Projects: The report is co 
be submitted within 30 days fol]owing che end of each quarter 
of the year. The sequence of quarters fol]ots the BanglaOesh 
Covernment fiscal iear: the first quarter is July I to 
September 30. The report on eeposic a;id disbursement is to be 
certified by ERD as ic has done with the first tw~o Agreements. 
Necessary documents in support of 6eposits tnO disbursemencs 
are to be accache wich the report. Projects r hac receive(C 
Title Ill locol proceeds for cheir implementacion will have co 
provide a report on physical and financial progress each such 
project has made during the pericd, USAID will provide a 
format for submission of this report. 

In addition, the Langladesh Government will provice
 
necessary information on ocher donor shipments, domestic
 
procurement, and foc6-grain, soy oil and cocon production and
 
prices as is required from time co time.
 

The PL-480 Title III Coortination Committee will meet one
 
month before the due date of the quarterly report on a regular
 
basis to ensure submission of the reports co USAID on cime. 

116. Annual Evaluation
 

The Government of Blangladesh and the United States will 
jointly evaluate the program annually in accordance vicb Annex 
A of the Agreement. The comprehensive report which is due on 
October 1 of each year iiill provide a ,urictenanalysis of 
progress toward the achievement of program goals and will be a 
reference point for annual evaluations. The evaluation will 

cover all aspects of the Food for Development program. 
Performance will be measured in each of the Title Ill program 
areas. The review may also cover any ocher factors related co 
or having a bearing on the Food for Development program. The 
evaluation will be forwarded co Washington no later than 
november 1. 

The Food Planning and Monitoring Unit should Legin co
 
develop baseline data on cost of inputs, prices, profit
 
margins, etc., co facilitate development of each annual
 
evaluation.
 

Annual evaluations will take place uncil such time as all 
the commodities provided have been urilized and all local 
proceeds generated throu.h the sale of Title III commodities
 
fully disbursed. The last evaluation after program completion
 
will be a more detailed final evaluation which will review, the 
overall success of the program and also the Title III program
 
mechanism as o means of achieving the stated program goals.
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The following tentative benchmark areas will be included
 
as part of the annual and final evaluations to determine
 
progress made in impleme.-nting the provisiohs cf the Agreement.
 

a. There will be a statistical review of program
 
performance. This report will show shipments by U.S. fiscal
 
year in metric tons and dollars. This section of the
 
evaluation report will include data on the dollar-equivalent
 
taka generations, by category of recipient, in OMS and other
 
PFDS channels by category. The status of the Special Account
 
will show annual deposits, disbursements, and the currcnt
 
balance.
 

b. The evaluation will assess Bangladesh Government
 
progress in the implementation of the projects and address how
 
the Title III program complements and provides additional
 
resources for the projects,
 

c. There will be an evaluation of soybean oil sale
through the private sector, to include the timing and amount of
 
shipments, time required for refining and/or distribution, and
 
amounts and timing of sales, Market prices before and after
 
sales will be reviewed to determine the impact of these sales
 
on the vegetable oil market, The totaA local proceeds realized
 
from the sales will be compaLed with the CCC value of the
 
commodity. The amount of vegetable oil used in the ration
 
system will also be rcviewed. Steps taken to encourage the
 
local vegetabl.e oil refining industry also will be reviewed.
 

d. The implementation of the OMS program will be
 
reviewed to sec if it functioned well in moderating price

increases. Was OMS undertaken when circumstances required it
 
in accordance with the provisions of this Agreement? Were OMS
 
prices set and maintained through periodic adjustments at an
 
appropriate level? Were sufficient commodities provided to all
 
areas where prices were such as to warrant OMS? What
 
proportion of the total area did not receive OMS commodities
 
and why?
 

e. The program to assure incentive prices to farmers
 
through dcmestic procurement will be reviewed, Did the
 
Bangladesh Government announce procurement prices for each
 
major food-grain crop before the planting season? was the
 
procurement price set at a level. that covered all input costs
 
plus a margin of profit sufficicnt to encourage investment in
 
high yield variety technology? Did the Bangladesh Government
 
continue procurement operarions Ycnevcr farmgat: prices were
 
below the procurement prices? Was rit.hre full and adequate use
 
of private intermediaries? in short, was the food-grain
 
procurement program effectively administered in order to
 
maintain incentive prices? For each of the above questions,
 
economic, institutional and external factors supporting a
 
negative or positive response are to be described. Where
 
prices are evaluated, real and nominal price data by locotion
 
arc to be supplied. Also why rertain areas did not maintain
 
procurement prices is to be explained,
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f. The activities and performance of the Food Planning
 
and Monitoring Unit in developing and implementing food
 
security policy will be evaluated. The evaluation will cover:
 
size of staff, qualifications, status, part/full-time, extent
 
of turnover, major products to date; and planned activities,
 
related to Title III objectives and policy actions.
 

g. Use of the proceeds generated from the sale of
 
Title iII commodities will be reviewed. Total proceeds
 
generated will be compared to the amounts disbursed for
 
approved development projects. Any constraints in the
 
disbursement and certification process will be described. The
 
extent to which Title III project disbursement may have
 
contributed to the achievement of the program's goals will be
 
reviewed. Perfcrmance of the individual development projects
 
funded by this Agreement will be evaluated.
 

h. The development of the private cotton spinning
 
industry will be reviewed. Did the Bangladesh Government
 
implement policies to foster private sector investment in this
 
industry? The review will describe new or modified policies
 
impacting on the cotton spinning industry and dates when new
 
policy initiatives were implemented.
 

i. What progress has been made in targeting fair-price
 
sales of food-grains to the rural poor? What actions have been
 
taken to develop alternative means of marketing food-grains at
 
a discount to supplement the income, consumption, and nutrition
 

of the poor?
 

j. What steps have been taken to introduce maize in the
 
Public Food Distribution System? How far have the measures
 
been successful in promoting maize as a major staple among the
 
poor population?
 

k. Have any improvements been made in the Bangladesh
 
Government's capability to monitor the consumption and
 
nutrition aspects of food security as well as its production
 
and procurement elements?
 

1. Implementation of all other provisions in the area of
 
food consumption planning, agricultural development, employment
 
creation and food systems management will be reviewed and
 
evaluated to see whether substantial progress has been made
 
toward the objectives of the Agreement. Specific benchmarks
 
for evaluation of performance with respect to these provisions
 
will be worked out yearly at the time of signing of the annual
 
amendments to this Agreement.
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To assist in management and evaluation of the program,
 
the Bangladesh Government agrees to make available to the U.S.
 
Government: (1) daily coarse rice, .heat and paddy prices; (2)
 
timely forecasts and estimates of domestic food-grain
 
production for all major food-grain crops; (3) support and
 
utilization estimates on its food-grain stock position (e.g.,
 
opening stocks, arrivals, offtakes, procurement and closing
 
stocks); (4) forecasts of future food-grain stock positions
 
under various agricultural conditions; and (5) any other
 
relevant information that m-, be required.
 



AGREED MIT'ES OF TIT iEGOTIATIONS 

THE GOVERjIElr J' OF TKE U!ITrED S1'ATES OF AI1 ERICA (Usc) 
AND 

THE COVER~'IT CF 7F., PEOPLE'S PTPPULIC OF PANGLADESIT (VDG)FOP. THE PUrLIC LA '80, FOO rOr, DEVFLOPrF.PT PROCPA~i (TITLF III) 
ACPEEiM'.C OP APPIL 17, ]'.',87 

1, Commodity Compcsiti
on-


AD important. aspecr of this Aorecr,,,t .i: the cortinuac:icin
of commodity flexibility ce.J¢cct, 
 Th i, :ibjEct tc, UF,availabil.ity, the UrG will proviic those cor'wc.t,ti.-s no,5r
needed by EPangl-csh,, 
For FY )2.7,. Itcz- prcpo.;eo cclr)c.dity
composition, as shciln in, Part 
I1, iter. I provievrs ,. tcrr,'l of
 
*52.0 million tirh a breakCowr of 
 27.0 million for the
purchase of wheat, 
 10.0 mil.ior for vegetabe oil, *5.0

million for rice anC 
 10.0 million for co'tton,. This W,,ill
enable the BDG to purchrse approxim c1ly 245,000 
 rtf u'hear,
2C,000 MT of vegeuehle oil, 30,000 PT of rice ard 32,000 bales
of cocton. however, 
 the OL.2L" VE;.Iue of the Agrcemcnr is
identified e.s the meximrum expcrr value nc7 i]] control the
size of actual purchase.s° The EDC representatives 
,e-c
informed that, in case unit prices become higl-er than those

projecceC in che Agreement, purchases vill bo limited 
to thedollar value specified in the Agreement, uoi:ever, 
shoul6
 
,ctual p.ices be ioer at the time of purchasc, PDC may

purclasc upro the maximum: export 
 market value. 

2. Commodity DeliveriFs:
 

Supply perio6s under thi.s Agreement are 1-,asel oon . .fiscal years. For the FY ].S87 trancle the supply period isU.S. FY ]987. All commodity reliveries inco vessels at U.S.
ports musc be complete6 b, SE'ptembFr 30. I2987. 
 In oreer to

expeeite implemen arion after signature, BDG shou]C( male earJy
request, through its EmLassy in Washington, for purchae

authorizations (PA's).
n DG representtivcs were also rerir.eC. 
of the need to open Letters of Credit promptly fo7 beth

commodities rind freight after PA's are 
issued, ccmmrroi-ies are
 
purchase, and vissels hookeO.
 

http:rerir.eC
http:DEVFLOPrF.PT
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3. Payment Terms:
 

Convertible local currency credit terms 
- prcposed.

payment terms are the same as those used in Banaqld esh's FY
 
1982-190V Title III Agreemor't. 
 They provide for convertible
 
local currency credit (CLCC) tervrs of forty (10) years

incluceing a ten 
(10) yecr grace period, no initial ppynent
(IP), no currency use p&aym-e.O (CUP), a tw:o (2) percert irtiairl 
interest rate; and a thiee (3) percent continuing interest rate.
 

4. Usual Plarketring Pequiremenrs. 

The details of Usual Hlarketing requirements (UHR) are setforth in Item III of Part II. 
 In this connection, the USC
 
representatives polnteC 
out zo their rDG counterparts that UHR
 
levels of 40,000 11T for rice , 1.00,000 rr or vegetatlle oil
 
have been set for U.C. fiscal year 1P87, in aoeiticn to
 
previous U1FRs of 100,000 I1T for ihec:t and 1.00,000 L'ales for 
cotton. In response to queries on adding URs for rice and 
vegetable oil the USC represerntatives stated that, the levels
 
were set basee on an analysis, of the country's cverrJ]

requiremcnt of tliese commodJities arC the averege level of
 
commercial imports of these procucts over 
the past five-year

period. The EDC representativer insiste . ti;at UHRs for rice
 
and vegetable oil, .?hich iere never 
imposed before, should be
 
deleted in appreciation (f the PDC's unfavorable balance of 
payment situation and the fluctueting inport nee of the
 
commoeities from year 
to year. The USG reprcsentatives in
 
response agreed to takc 
up the issue with Viashington for
 
reconsideration of the Unn requirements for rice 
ane vegatable

oil in the light of the request made in this respecr by the
 
BDG. They also reminded their rangladeshi counterparts that
 
the Fection 104 para 
(0) of P.L. 480 requires an assurance from
 
the EDG that the U.S. obtains a fair share of any increase in
 
commercial purchases of 6uricultural coaimoCities by the
 
purchasing country. Tihe FDC represertatives noted the point,
 
with the assurance that the U.S. suppliers i,,ill 
dc finitely

receive fair treatment 
in commercial purchases of agricultural
 
commodi ties.
 

5. Export Limit&tions:
 

The export limitatio s uncer Part II, Iteir IV jr,clude
those of past Agreements. In this corcext the USC 
representatives sought clarification from tno.Jr RnnclaI:eshJ 
counterparts on whether ic wil! still h' p-ossible for them to 
provide a certificate that the export Jiwitati' leLue orn
 
corto; h:as been, cowpl.i(,( t,ith, T+-!y repoi.e, Ui.rh the 
assurance that it.will not be difficult for then te provide
%ith thle cerrif.,czrion in this tegarC until the qu,-lity cf 
Fangladeshi cotton textiles are lift( to Jnrtrnational 
standar.'so 



6. Sectcon 105' - SelfA-h 'I1'leasuzes: 

The UFO .- 'presencacjvcs noted, che fo]o ,Jinr .legislacivc.
 
requ iz e,-en'rs,
 

(A) (ecci(; 0c'. (A) of PL-,(0) rer;::es chm,,, 6Cefore enteriig

into agreeme-cs for che sa]p oF cocnoCAcie,, cor.:si.cracion be
 
given cc clie e:,'cenc to c'ho. ceclpicy is
the country 
undercr.i:ig self-help rrc to incrorlsoe per czpici: 
proCucrior amC irrpi:ovo, ic meo:, r ford ;coraqe .iseLUrtja 
of agricu [ur. colpio ic,'e, in tder . jt i.e rcuircC thac 
percicusr account.bi c-.- o Jer.ri, the cvcenc.tc ichci-

the measurcs Lrc y c rr 4c., out i 1 1.: .ScCiC e&(, o 
contribute ,irfctly ooe ir.c pccit i io'r c..ieas 
anc to cnal;le ChoC pocr ropar ccr" .]e] v ", -,ili: zr 
aqricuaurlr cul r. 
seccica JJ clu !1calcrh procyrarnsC rhr, rural'A litc-racy CA.n& 

poor as r...r ible sLuc-ts for r:.'f-h]1 neiture ..
 

(r) The self-help mncsures i,,:ich the rrc:irer~c councry agrees
 
co undertr.[.e shall be c(..-;cribec! (a) to tlic m xi un cyce1.t
 
feasible, in specific Tr-,esuralC LUrr.Ns, a, 1< (!.. in a manner
 
which ensures chat. the neonfy ppo.le in the u-ci.pienc couucty

vdill be the major beneficiarics of che sel'-.l.lp neasures
 
pursuant co each agreemcri, '1.o the eceir-feasible,
o mayimum 

!j f-help measures agic.-' co zre to 1e rC*LiriI( FI tc che
 
measures che . the recr.iejc courcw.y ocer.,'Jse W1ou] I'ave
 
urdercaeeri irrespective of this AgrrEamer c. All appropriace
 
steps are co be cake;. co deceriiine "hete chc solf--he]p
 

provisions of nich aprecmeric arJ amrenCmenc .ricere.C& into are
 
being carriec outc, lrtlor current ircerprecacion, ic ruct be
 
possible, after a given perioC., such as a ycrr. co Cecermir'e
 
the extent to Which the Sel.f--hIc1p measures havc or have not
 
been carric, cut,
 

(C) In negociacion wlit the recipient governnitnt on 
self-help measures for Cte Aoreement,. the iissicn must seek 
specific comicents or cariecs as a we.,r~s to measure the 
excenc co ',hich econoic eve3opmenc r , self-help measuies 
have been cr-:ied out. Specific -ued measurale carc;ot.; by
whicb cO PIEZsure progress can i nclut-!c physica]. progress, 
financial rieasures, policy canges,, ,:rice or-ourcemencs, or 
Oe.-E1lines for complecin .cesear c uitudios, funj.tn or 
complecing prcjeccs,. "i.orI fly ccr C , oZ in 1.i.t 'q policy 
measures isJll -e sec c that achieving tem noc ;e 
aucomacic, but %':t.. cequi.re spcci6l effort. 

(P) Concerning Seccion i0.L (C) (l) MrO of' tL--dhe rissionh, 
should indice.ce now nee,."y p;ple be,i]liojcr bc-neiiciaries of 
the se]f-help measurc-., This -S ;-)a! r'cul L<,mcct> for 
self-help measures rroc:rls v:her- che cor-rcc.ion ,:eLcc'oen 

measures co be taken ant"' benefits co thec ee;' me' r, oc he 
immediateiy apparent, 

http:indice.ce
http:cequi.re
http:sel'-.l.lp
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(E) Concern-ng aCcltiore. ity this provision .isintcerprc.ce 
to require chac, co the maxiimuim fcasijhf exre-ec. sclf..hc.]t 
measures iCenir!fie d in the Agreem crc represer., t n ex .r,ce,' 
effort unoJrcarf. b:/ the: purcllisinc ccncry cba- ,,oulci noc. ;,Cbest m.', q dece 'r re '. havc oern imp]er-,en,- in the abseoce of 
the A9 .Per.c o1 iArenerranc Intention is ch-1c self-help 
measures Ere not onez cc vou1( hav.'.- cjk,.v place regaie:]ess of 

Luc they includePL-'00 AID. ,,*a', meastirs previously coevsidered 
a.)(3 fivore .,*1recipiec ;coverpnenc hut \]ich require che 
impetus of a PL-IR0 Aqre.mcnt co I.,cimplemence6, 

(F) necrminacicfr as co uhethe,: ccoo ic (;evo]opraer;cs an' 
self-help ixeasures are bCeng fully carried1 out -s to be mrde 
throug~h che escabli ~.*jed yearly reporring process for self-heir 
measur'E; and0 through Oiscus,-ion or cortsu.cacions on p,-oress 
which cake place during rhe year bec.rern recipient Government 
and mission personinel i;issio: should mainca.n) roucine 
consultacions t.ich recipient Governmenc regar'i:. cheir 
progress and escabi'.- a c:-mefreae for such consulcacions in 
che Femor-rduni of UnCerscan in cr self--help ..e -- rues (or ijn
the mirtuces of negociar-ions if cheto is no liemoranMuri of 
Unerscar' iing). Such consu]CacionS. ';)ould be arange: t 
enable [jisEion co cable ,Tshingcofn by Augusc 31 of each year a 
summary of self-help progress to Oaceo Tl;e two Governmencs' 
represencacives agreed chac the Food for DdvelopMenc program 
Set forcl in Ar'nex L., uhich is the nean'; for carrying out the 
self-help measure.. clearly conforms fully to the scipu].ations 
contaiftee in che prececdi.ng pi.rarapl:s '(A) through' (P;. 

7. Section 10C - Use of Sales ProccC0>: 

The USO reprosercacives advisccl coc. Section 10C (D) of 
PL-480 prov.ides chac,. in negociaciig Acjreemenrs, emphasi.s s1'al2 
be placeror the use of such proce(6s for purposes which 
directly improve the lives of the poorest of the purchasing 
cocntricrs' people ac their capacJcy co parcicipac in the 
development of chiifr country, Creacesc emphasis is rcquired co 
Le placed on the u:,e of such proceuk!s co carry out proclras of 
agriculcura) -'evelopmecnt, rultal cvelopmnenc, nutrition, ar 
population platining in ;accor(d,ce k,icl Eeccion 109 of PL-480, 

which cikelyand programs are to 'chieve ce policy ohjectives 
of Sections 103 1v'ci 10t, of cl; .. :eigi; As,,.scance Act. of 11], 
as amendcd. Tlhe Ltpic rcrcacJvar of Cie two Covernmencs agreed 
thac the tises of che -Js procceCs, ptoposed int the Food for 
Development program in Anne;t P, met these rerjiiemencs 
comple tel yo 

http:prececdi.ng
http:sclf..hc
http:intcerprc.ce
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Asj O'E' ii::poircin ., couitcr,7~ak eisburscmenics frnr, the
 
Special Accourt or cor-inlitic- a-e us( that :)re c6ecrr. to !:e
 
disbursemnrts in, pairaqr;:ph G
as cz :r: %Oc of the ACj IC C C
 
ilintutes aio incn~Arlic us-, ,:.J.1) Fppuly the fo2lar
 
equivalc-rt of such-iSKueet to rhc eerliest paymencEs of
 
interest anc,, then of rr rcJiF..d) --1 . crest priya'le ur t his 
Agreemeint.. To thec eyftent chat .-Isb~rscr~encs, exc(-c- o"'rliest
 
inst]!Illent2, intccrczt iill be cr.'-!. teO -ccc Cc.verert(,- of
 
the imporcing count ',y ac rhc .mrtce (is chtcharce, in t1c.
 
Agreement. lov)eVer chC1Co. :!.cc ' lo1poiC.'n. country
 
may elect tco ppi'/, cicCC*!2 of cliO.. C''-!ASC~'i;tS
'-i\lcl-;t 

in anyv fisct] i i, :cc ss r.< che Ectu21rcl ~ . oi ia cion
 
for that,-! fi.,.cal yei:ccU. och.cr F1*'C nctde3;pyh~ in
 
the szame r:L-zci.l %ec.
 

P.esporsi -i] c~r of the ?pmciqCrntry, 

A. The olO1 al,*-,in c"-, rt. coc-fe o,, cos t to rin~f 
diisbursemcncls from c;,! ; CCOU11t ;r6 t;'E ne*'( tO 
wninin fice C 'rr, A- i.>tcordsf: of CU11Leme~~t 
prowi'r.r,aucli t ri~.-1 oeie fuch.trpar c o the PIDC 
rc-presciicotivr, * Itc r:czocr 6ciac A requirez that 
Lecor-'s he maintaiicc or oc. less thai 3 years afte~c
 
coripietion of c ful? prcovc-' ctijcL ine&( 1- Annex B, CtCWas
 
calso notcC-7 tiat i. r-;--,--7t (tu(-.' u' s have' been ra red hy tile
.c 

Office 0' (-he Inspc-tcr CCtnet:fI 01 USIrk concerningclite 
operatciont of the Sc.:3Pc-ou.,t zinC the adeqjuac, c< thn aueit 
trail. It Ila"; o::rIs Zc hnt thoso records be kept up tc date 
arid av0iabl 1.00cev-o by L:e Oon request,. 

B. The conprcherile i(.-pc,-crt iquire&in iteri IA in IAnnex 
A iuas hi chJ! cjicec1 to ct-e P'Ec represerncativcs. 'hE- report 
Ciscr i?.W 1-.411 sub--st. tute- fci:. thbc annual sci f-lielp reporL which 
woulc2' ochciLoise bo requires by Arcticie TIIC, Part I. of this 
Ac.reemert. Sbouid6 pa rt or 31 of the Yocal currency rroceeez; 
be useO for Che s~fhIp ai.eSI then the r.r'c: woold be 
required3 c~o provide a seif-l.1pi teport undler this Agreement as 
part of the cormprehejnsivc repol:t. 

10.* Credit for IIr ?va. 

A. Tbe crer'iJc li T secure6 throughfor io ljecd~e. s 
specified uses Or the cOoO.,c,' fe;r eevelontei-it, purposes an 
throiigE operation of th~e Speci~ir2. Accrcunt, '~he cOoilar value of 
cowmmodicies ,h111cl have 1-een U.Socs ID01-FILuc ui d Sectior J3h (C) 
of PL-180 enq) i i--. :Caoc 'ic crlrCNJ ions Of Aex0 P Will 

6 to10 aL%7! tO ob'taZ~inbe UC. CCe diS!' *m 'r.-M-s c )e ulSed credit 
for Title I cchs. 
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E. Deposits to the Special Account shall be the local 
currency equivalent to the do] larr 6isbursed by CCC/USDA under 
the Agreement (other than ocean freiqht deifferenthi]), 
However. since this Agreement proviues for creCit offset for 
wheat held in the reserve for orn. year, total deposits to the 
Special Account will be reduce4 by the value of any uheat so 
hele. That leat may then bc use2 fcr any relief, or free
 
distribution program. If it is used otheruise or sold its
 
value must be deposited in)the Special Account. However, it
 
will not earn currency use offset. If the deposits of local
 
currency to the Special Account Fte less than reguircr2, the USC 
and the BDG will jointly review the ceasons for the £hortfal. 
and the USG may allow,th- FrC to Ceposit sufficient .3ocal
 
currencies to make up the ;horciall. Any difference bet%.een 
the equivalent dollar value of the local cur -rnciesdf.posited
 
and the CCC/USDA disburserlent value remains a do]lar obligation
 
under terms specifieo in Pert Ii of te Agreement. The 5DG 
must agree to give the USC written assurainces (which will be 
attached to the Jocumel't.&Cr..o., forwarded to Usshington for 
publication) that funds deposited to the Special Account do not 
come from its development budcet or from other funds provided 
by the U.S.,. third countries or international organizations.
 
The BDG gave advance assurance in this regard, which is hereby
 
recorded in the Agrees Mirutes of Negotiation. 

C. -he BD0 representatives were advised that, as
 
disbursements are made from the Special Account or commodities
 
used that are deened to be disbursementE, detailed recorels of
 
amounts and purposes of those disbursements must be maintained 
(see Item IIA 2 of Annex A). The impoctinq country is required 
to submit quarterly reports to the American Embassy on its
 
disbursements. The Eirbssy, in turn,, will report these 
disbursements to CSC/USDA, Uasginqto,;, together ith a 
certification by the Ambassador or hid/hcr designee that the 
disbursements reporteed ivwre made for agreed development uses. 

D. It was pointed, out to the BG representatives that 
under the terms of Annex A, not less than 60 days before the 
first Title I installment would otherwise fall due under this 
Agreement, CCC will furnish the HDC a repayment schedule as 
well as a schedule showing application of any disbursements to 
amounts due under the Title I indebte6~ess,
 

E. With regark-d to disbursements fron, the Special Account, 
USG representatives emphasizeO to the PDG representatives that 
Title I indebtedness will be offset as disbursemeots are made 
to specific projects, in accorCaice with an approved project
application to be agreed upon beteen the PrG and the u. S 
Embassy or in accordance with the provisions of Item IIIH of
 
Annex B. Such procedure should call for perio6ic reporting
 
(for example, monthly or quarterly) on releases from the
 
Special Account to the project baseo on expenditures for agreed 
purposes during the reporting period. It vi] be the Embassy's 



re-cpor, hiiry to verify that disbursements were in fact made
for eligible Cevelopment uses, and to so certify to CCC/USDA.

If the Embassy finfds 
that any disbursements uere mac.dc for

ineligible ,-ses, jt shall. follo tho" notification anc
consultation proce,ure 
culire in Item IND of Annex A. If
after consultation, it is determinee" that disbursements wiere
made for ineligible purposes, the Embassy should consult

Washington as to whi'rher 
to exercise the option to require

restoration to the Sprci] Account of irount. disbursec'. The
BDC representatives were ahvised that American Embassy/USGpersonnel will regularly ins-ct the activities supported under
the FFD program (as describe(? in Annex B) ond 
recorcs, in

accordance with Item III D an(,' F of An;)E. A. 

F. During negotiations, 
it was mae:e clear 
to the L'DG that
the election to apply (1isbursements from the Speci&] Account,

or commodity use that is 
deemed to be i..sbursemerits, to Title I
debts from other Agreements coming due in the 
same fisc31 yearprevents the BDG from taking advantage of that provision of the
law which permits full forgiveness of the 'itle I/111 0debtunder an FFD program. In ocher -!crds, the e]icrion of the BDGto take advantage of the Tirle III 
forgiveness of other Title Idebt will make the full forgiveness provision of Section 305(A)
of PL-480 inapplicable. Therefere, if the BDG elects toutilize this provision, it :ill receive forgiveness of the

Title I debt in an amount equivalent to the dollar value, 
as of
the date of disbursement, of each indivwe-ual disbursement oflocal currency fror the Special Account or 
verified commodityuse deemed to be disburse.:, USG representatives explaine6 that
the FDC has until the crid of the U.S. fiscal year to make
 
sufficient disburseinei,ts to cover 
other Title I 6ebt that is
due 6uring chat fiscal year. Shoulc. those disbursements beinsufficient, those payments will npeo to be paid along vith any additional interest accrus from the date due. USG
 
representatives also explaineo to 
the 9DC that prior

notification of 30 days to the CCC/USDA is required for each
payment of other Title I debt due for which currency use offset
 
is to be applied.
 

11. Revised Cargo Preference:
 

The BDG reprcsentatives uere reminded that the FoodSecurity Act of l 85 charnoes c.rgo preference rerccitages, For
the 12-month period be inning April 1, !MS(, 
 the percentage was
increased from 50 
to GO percent. Effective April 1, 1 87, 
the
percentage will increase to 70 
percent, anC. on April 1, 1188,

it will increase to 75 percent.
 

12. Annual Evaluation anC Review:
 

The timing and content of the annual evaluation andreview reqiired under this Agreement iere discusse" and a clear
understar,-cing on evaluation was 
reached. Anex A Item IIA
requires a comprehensive report be furnisherd by the BDG to
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the USG by rovember 1. Annex A Item IIIG requires a meeting
 
betvieen the cto Covernments to revicr, progress under the FFD 
Program. Annex B Item IIIH6 requires a joint evaluation of the 
program. 

Under these requirenents the BDG Will prepare a
 
comprehensive report as Oescribed in Annex A Item II and Annex
 
B Ttem IIIHG and subr:it it to the Mission in, Dhaka by November 
1. This comprehensive report uill provide the reference point 
for the joint evaluation describeO in Annex B Item IIIH. When 
completed the comprehensive report arid evaluation wi'll be 
reviewed by the two Governments (Annex A Item IIIG) and 
forwardeC to ashington i.ith comitnents and recommenc ions no 
later than December 1. 

During discussions it was in6icated to the BDG
 
representatives that the UG is %,illing to provide assistance
 
in preparing the comprehensive report if require6. The
 
assistance will be requested ell in advance if needed.
 

13. Credit tov-ards previous Title I repayment obligations may
 
be earned through the reserve mechanism described in Annex B.
 
After commodity use offset is grantee, the commodity may be
 
disposed of through any relief program, ihich does not generate
 
any currencies. If the PDC, because of mprket con.itions, 
wishes to use the same wheat for OHlS or some other sales 
program instead of a relief program, ant' if the USC, grants 
approval, then the local proceeds must be deposited in the
 

Special Account and programmed. uc additional credit for
 
repayment obligations ill be awarded.
 

14. Recognizing that open market sales of rice and paddy can
 
have a greater impact on rising rice prices than can open
 
market sales of iheat, tbe BDG will include rice and paddy in
 
the Open Iarket Sales Program. In addition, for OMS rice and
 
paddy soles from BDG stocks, the BDG vill be allowed to
 
exchange wheat provided under the program for paddy and rice.
 
For pady OfIS sales, the BDG Will be allowied to use wheat
 
provided under this Agreement on a ton for ton basis, and for
 
rice OnS sales, every two tons of OS rice sold from PDG stocks
 
will allow the use of three tons of wheat. The P-DG ,,ill
 
deposit in the Special Account the full CCC value of any wheat
 
supplied under this Agreement that is exchanged for rice or
 
paddy and is used in ONS. This provision of substituting
 
additional rice sales for !heat sales will only be applicable
 
when OrIS sales exceeds the level of rice provided each year
 
under this Title III program.
 

15. Since it is impossible to determine the amount of local
 
currency that will be made available for disbursement, detailed? 
descriptions of projects/sectors to be supported with FFD
 
proceeds will not be included in this Aireement. Therefore,
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%,hen the EDG submits project/sfctor proL .u;,ls they should 
include the following: a brief description of the
 
project/sector, including purpose; 
location (e6s appropriate),
 
beneficiaries and expecteC output-
 financial plnr, inclucing
major cost components and schedule of disbursements; and other
 
appropriate benchmarks. 
 The proposals should also address the
 
additional development derived from the 
use of this Title III 
local currency. Sufficient detail should be made to allow for 
an evaluation of accomplishments. 
 Projects to be supported
 
from Title III sales proceeds will be agreed on by

implementation letters. 
 Copies of project summaries and

implementation letters are to be forwnrdeO to vpshingtoro
 

16. The USG representatives discussee with the DDG
 
representatives those factors beyond the spindle limitation
 
that serve to constrain private investment in the cotton
spinning sector and what actions will be taken to remove 
these
constraints. The FDG representatives provided assurances that
 
as private spinning mills become operational they will be

supplied raw cotton from imports under Government programs on a
proportional basis or be allocated foreign exchange with which
 
to make purchases.
 

17. USG representatives discussed with their BDG counterparts

the need for an in-depth study on 
the local vegetable oil
receiving, storage, processing and marketing situation. 
The

study will include effects of import duties, excise taxes and

related policies and will make recommendations on how the local
industry can be encouraged. The discussion led to agreement to

jointly prepare the terps of reference for the study, who will
 
do it, and when it will be done.
 

18. This Agreement calls for an evaluation during November

1987. Since this Agreement iill have been in effect for less

than a year, 
the USG tyill require only a preliminary evaluation
 
of acticns/progress under 
this Agreement. The USC

representatives discussed with the BDC representatives the

timing and terms of reference for a comprehensive and in-depth

evaluation of the second Title III FFD program that covered FY

1982-86. 
 It will review and evaluate all aspects of that
 
program from inception in FY 19C2 
to October 1, 18OG.
 

19. Operational Considerations:
 

A. Purchase Authorizations (PA's). 
As a general rule,
Purchase Authorizations will not be issued until USDA has

received an operational reporting cable. 
 Early submission of
 an operational reporting cable car) expedite PA issuance. 
 It is

essential that the information in the operational reporting
cable be developed in consultation with the DDG and prior tocompletion of negotiations, so that the cable nay be dispatched
not later than the signing of the Agreement. The operational

reporting cable will contain the following information: 
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(1) Type anc gradc of commc~ity( es) to be purchaseu

in accordance %.ith officiIl U s 
taiYres
 

(2) Propose) contractirng anC delivery .;chefdules ano
latest feasible termina. delivery date, (Note that: "delivery"
 
means delivery cf commodity to vessols at U.S. ports.)
 

(3) Embassy concurrence and comment on the propose('
delivery schedule and tho latest feasible terminal el ivory
date (regardless of proposed delivery schee-ule). Concurrence 
must be based on assessment of the importing couintry's
capability to receive, store an ,:'istribute the comnodty(ies)
and prevent spoilage or w'aste of commorlity(ies) Oelivered: 

(a) Within the proposed Oc&-iivery schedule aod 

(b) Ply the latest feasible terminal delivery date. 
Latest feasible terminal delijv:ry datc. is necessary r expedite
Purchase Authorizaticn amendments ir case 1t becomes impossible

to meet the desired rOelivery schedules due to vessel delays and
 
other unforeseen circumstances.
 

(4) i.cme and a6c'ress of the Bank in the importing

country ane the, U.S. commercial bank through vhich letters of
 
credit for commodity and ocean freight will be opened.
 

(5) Assurance that appropriate Bangladeshi

authorities are prepared to make prompt transfers of furds to
 
cover 
ocean freight costs on cormodities purchased un6er the
 
Agreement.
 

B. Bellmon Determination. Prior to financing

agricultural commodities, the Secretary of Agriculture must
 
determine chat (1) adequate storage facilities are available in
 
the recipient country at the time of exportation to prevent the
 
spoilage or 
waste of the commodity and (2) the distribution of
 
the commodity in the recipient country will not result in a
 
subscanr.al disincentive to or interference w;ith domestic
 
production or marketing in that country.
 

C. Instructionz. to the UDG Ewassy/!Jashp:,vton. During
negotiations FDC assur.-r'ce uis a] o obrained that errangemerts
have been made by appropriate iitr~hritis to rplay to the EDG 
Embassy/ Washington all instructions;, informnaicn, anC 
authority necessary to ensure Limely implenie tation of this 
Agreement, including. (1) information outlined in paragraphs A 
(M)r (2), (4), ailn(5) above, (2) complete instuct.ions 
regarding arrangements fcr purchasing commoc'icies anr 
contracting for freight (including appointrint of purchasing
and/or shipping agents if ap0licahle); and (3) instructions to 
contact Programs Operations Division, Export Credits, Foreign 
Agricultural Service, USDA, telephone (202) 477-5780, for
 
assistarce in implementing the Agreement, 

http:subscanr.al


D° regulacory/Legs]ative Pe, uireent. Duringnegotiations cde FDG representatives were reminded chat, undercurrent regulatory ar d loiecive r:cfuireencs:
 

(I)Purclse of foo,:' co-1mocjcios under cleAgree,,'ric mluvti "e InlC o,, th basis of £Invtaois For E.es 
(IFP's) Flhblicly ad.vertiseC in UitC UnJAec Staces on( on thebasis of bics (offerr) t.-ich sthall conform to che IFD. ..ids 
are to le receivecd and pui~icly opened cleinl UnitiX States. 
All a,'iards unc:cr IFPrEs must be conr',iscec with open,
compecitive,. i:nO respc:i;ve bi.ci proceurejo
 

(2) Term= o-< ,11. jIF!-i-, c r u -,L.f 0F~oe~ 
freighc), must be apprtveC by the CE.-IICCI Sakes L:anacier, FAS, 
USDA, prior t() isuaPCe, 

(3) If the EDC nomin tes a purc:asJnqcz sippingagent co procure commodities or arrange ocean craiJsportacion
under the Agreement, the EDG is requireA cc notify the Geneza]

Sales [janager, FAS, USDA, in wricInq, of such nomination and
attach a copy of the proposed agency agreement. All purchasing

and shipping agents must be approved by the ceneral Sales
 
mic nager, FAS, USDA in accordance Ocit regulatory scavdards
 
designed to elimirntce certain potential conflicts cf inceresto
 

E. Letters of Credit,
 

(1) During the ne:qociations the BDG representatives
provided assurances chat appropriate measures will be taken to ensure that operable an,': irrevocanle letters of credit for both
commodities aric freighc iill be issued Ps soon as pos i:.le
 
after commodities are purchased and ocean frelylrc booked.
 

(2) The UMG represcincatives explained3 to the SDG
representatives 6hat commodity ar(' 
 ocean freight suppliers may

refuse to loa vessels when acceptahle letters of credit for
 
commodictics or ocean 
freight are nct available ar time of
loading. This car 
result in costly clains by vessel our'nrs
 
(demurrage) and by commodity suppliers (ccrryin charges). 

(3) The PDC must open lecrers of credit for j00percent of ocean freight aoc than -.!", hours.aco: prior tn 
vessel presentz-tion for loa provi'ing for siIzc pay11ent in 
UoSo dollars in favor of the ocean cransporcatio supplier onnthe basis of tonnage an races specified in the app]iczbl.
charter party or booking note. 

(.1) The USG representatives reviewc6 ich the 17DGrepresentatives Section 17,', (1,) of the Title I financiog
regulations concerning payment of the firia.l. 10 percern. Of ocean
freight charges. it wan pointed outc that here the ocean
freight contract provides for d:emurrage/t'cspacrh; 90 percent of
the ocean freight must be peid provpcJy or arrival of cargo, 
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10peci,The i ll~~nn les~s despatch if any~, shouId be pvlclK,,promptly co the carrior upon cornpletio'i of 'thle laytimescatencnt. Claims~ againsc rho carrier' for, dmagqJ'e lost.cargo should be~ pursuled chroug;h normal channels aridnioc be 
deducted from the ocean freight, 

-F. Compliance an rzpric zqieet.compliance ____

7arfcY,--re6poing are an I s~r BDC;
representatives wiere remnrded of their Governmoncls H
responsibility for compliance wich provisioos of Artcle IND 
of Part i of the. Agreement. TChe r-,G tepreseotacive; 'have a 
clear unCAerscanding of C11C comp.,nce ;,nc'; reporting
requiremuents ,and. their 'importcance, tlSG rrz.re.sencatvez0 . 
,s'ress-d that.sumbmission of timely, coccurVate ,and substaitive 
reports~on compliance as well as shipping and arrva1information (ADP sheets) will prevent delays in USG processing
 

C of requests and' Purchase Authorizd cions.
 

0. Performance Bonds. The BDG representatives were 
advised during negotiation~s chat, if the commodity IFB? issued,.
 

43 by the BDG requires' a'performance bond, the requirement.must be
 
fair co both buyer and seller. USDA has developed performance

bond language whicha tatisfies these concerns and which may be
 
used' in commoity IFP's. USDA Waill be,availabile 'co coordinate 

2impementation of the performance bond language wich BDG
 
purchasing officials in the U.S.' 

H.'The USG representatives dIiscussed with PDG the
 
matter of improving the discharge, storage and handling of
 
commoclicies at their ports. B3angladesh has a rec'ord of
 
unsubstantiated losses and unsettled claims due to 
its
 
incbility to verify and document commodity loss or damage. The

USC representatives empahsize(2 the need co implement fully, the 
self-help measure addressing this problem.
 

20. The BDG:. representatives as!,ed ror clarification regarding
clauses in Part I Article IIH2 end'Article, 11101 and 2 having 

. ,. to, do with the exchange rate atwhich dollar obligations are 
converted to local currency amouncs. The USG' representatives
assured the BDG, represcncatives that the officialexchiange race 
w-ould apply in all cases, ratcier chan the ,higher rate 
perraining in the Wage arners' Scheme market,, 

'3 ~~21. The nBDCG repr~esentatives asked the USOepsetivso 
e3 'Grpeettvsc 

7 3 clarify the provision in Anne% D Item IIIF that offtakes of 
. vegetable oil, in the ration system will not be ocheririse 
3increased 
 during the course of the Agreement, it hzealways 

"3.'> . normial prciein the mnhof facic or duigother.
religious festivals to make increases in the ration E)liocation
of vegjetable cil'and sugar. rjlhe USG, represenitatives indicated 
that the provision ias not incended to, preclude' seasonal
 
fluctuations, arna continuation of normal praccices in this
 

3'regard wudacceptable..
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22. During discussions on refcrrinq the lodified Reationing
 
(.P,) channle2 tbe USC represe:c:.tvews ephasizer the irmr-e'iae
 
need of redirectina significanr ,moui.ts of reari.onably rpricec
 
food-raj.nr to tbe crmujne.'y, rv.."dy segmeots of the rut,.]
 
popul tion. rih;hy fur&i:er s.cateC" tlhib the present system of
discribunici. c, rouc.t rhis cdar.-oc] -: -: n P ffjr i. enorgh to
 
achieve the primary objectivt of ,dl-v.ating rural pv~oty. In 
or6Er to achieve a rasou.L]e awount of success in this 
direction, the DDG has agrecC to ccrml]ec the actions outline( 
at Annex L, Icer. III, Ali of rthc Aer Eir;Emrt as !-con ,s 
possible 'he US. representLtives rrc)ffirme(*; their commitment 
to Assist tile DC i.r 1rt] car r. n out the tasks 
required for Lrirginq about rthe desi'e(! reform. . in t(he PIR 
channel. Once the rcconmended refor's: arr impemertet the P[DG 
will be authorized to usc Tirt.9 III fooc:-qrii's for sale 
through the iR charnnel. The s,,es proceetfs %,il hdve to be 
deposited into the SpecJ .l Account ar the time th. C:calers pay 
for dri.,iing their allotEens from the illnistry C1 Foo$' 
warehouses. If the gencration of sale- proceeds falls sliort of 
the Commodity Credit Corporarion (CCC) disburse( cost of the
 
food-grains, the PDG '.ll have to meke up the shorcfall froc
 
otbr sources of revenue, The EDO representatives e:pressed
 
their full agreement ith tiis particular self-help prcvisioa 
but were uni',hlc to commit theirselvcs to a firm date for 
implementation of the agreed on teforms in the HR channel. It 
%jil.depend. on hot: soon the supporting activities are 
completed, %,hich the E.DG will make a. good-faith effort to 
accomplish as quickly as poTsible.
 

23. The representatives of the r!DC, in the course of our 
discussions or, expanding non-monetized programs such as VGF as 
a means of transferring income an;! improvinq nutritional status 
of the targeted groups, sought clarificE-.jon on whether the BDG 
will be authorizc6 to use Title III food-grains to meet the 
increased demand for foo-grains i such programs once the 
necessary measures are taken to irtiprove and expand then. In 
responst-, USG represenratives stated th , the issue of using 
Title III commodities, ane grncing commolity use offset on 
that basis could be corsiderO if the need aro:e bur that other 
donors were likely to be -:illing co provide .ny extra 
commoni ties needed, 

24. ith regard to the provision of sc1.f-r.Lrgeinig foods, 
such as maize, the USC reprcs.ntatives received as5,urances that 
the EDG v ould accept e reaociiable amounr of maize unrer the 
Title III program if the results of the stu"jes and experiments 
on the introuction of reaize as a staple cereal Eppear nositive 
and promising particuiar.1y from the perspecr:'Ive of its 
self-targetirg potential. The DDG representatives stressee, 
hoviever, the need for further k~eliberations on this aspect of 
the program for working our art appropriate !evel for the maize 
promotion campaign and it- implementation folloiwinq completion 
of some preparator? studies ano eyperiments.
 

http:particuiar.1y
http:food-raj.nr
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25., 17hi le 	 C.lbcussiflq chiocr- Emergency Peacns 

component. of the progrilM, the OSG; representatives stressed the 
nieed:for monitoring the ,VoC. situation closely through. 
implementation, of an early t rii scystem, orn which so.me 
progress has 'already 1)eeri fur plainning the overall 
operpcion of forc1-gr~lin prociucutenc and cdistribution thirough 
thec Public Food6 Discrtbion SytE(D)'Lck, of ForwJard . 

puchss roib'oat-<~cecced the real emergency need for 
food. .rain importcs. 'Thi~s may in'curn litve a dcprebi ing impact 
on market prices of Oomestically profticee food-grains as the 
emergency, situation is overcome' aric" chereby dliscoutage the 
local produce~rs.. To awob:.. a si uacioni liic ;rt-is, 010. .UtS 
representatives cor encdd the Pro, should, miaintain close 
coordincttion with the food donor community, in~ addicion to 

rinstalling an early warning crop tForecasting system Eos soon as 
possible,. The concern w;as shared equally blythelDD 
representatives, and they agreed to'6o everything necessEry for
detecting and meeting art approachiing emergency m-,eticulously to 

~avoid any potential, disincentive effect on domestic food-grain 
production. As one step towards establishing a food 
consumption and nutrition monitoring system, the two 
Governments agreed to allow the use of special Account funds to 

* help finance a periodic anthropornecric survey of infants Fnd 
pre-school 'children, to be conducted by the Bangladetsh Bureau 
of Statistics. 

26. while.'reviewing t)he BDGs domestic food-grain procurement 
program, the USG representatiaves, expressed their profound 
concern about the recent performance of the program, 
particularly in terms of setting prices ac.reasonable levels 
arid announcing theiwin a timely and appropriate Vay. They 
urged the BDG, rerosci~tives to ensure setting of prices at 
levels that will allow th(-farmners to earn a reasonable amount 
of' profit 'after covering -ch,:Jr-production costs. T1he prices 
shoulcl be set' in 'close coordinacion with the Hinistry of 
Agriculture, which' gathers allt necessary information on 
production costs of various food-grain crops from the field 
level.. The' c'iminq of the analysis necessary. for deterininng 
the proper-levels of procurement prices for various crops and 
of the approval. process must be such that the announcement of 
procurement prices can bePic (,oil or 1efcre Jul vI of each 
fiscal year. one annu~3aanouricemortc for: all fooc1-gra'in, crops 
will save the DDG from repeating the szn;me complex atnr 

- ~ 	 time-consuming process for cacti of the four ma~jor cereal
 
crops.~ The.2DG should,].hoerevw if necessary as
~andr 
'the procurement 'price for a parcicular crop if'the i~idicacors 
so-,demand. The USO represenctatives &ei-'Ph, E1'C their.ttntioll of 
Bangladeshi 	 counterparts to the nocessit', of giv'ing adequate 

..publicity to the procurement prices and other criteria (such as 
standards of moisture and foreign-matte? contents) amnong the 
" frer, community., In this,-regard they etphasized tho need f or 

~''<y''~ 	 maintai ninc' close coordirnation- with, ahe Wnicr O 
Agricul ture- iuhi ch hia. the widest range. of contacts uith the 
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farmers through the -Cock Supervisors. liedia incluOing radio, 
television and newzpape,-s shoule, LE extensively use(' ;n 
additicn to measurs ]ike onrouncefents through lou speakers on 
village market days to pub]-2cize the procurerment prices,. The
 
BDO rcpresenttives in response acknc.w.ilecid the Pect; for 
improvements in the operation of the procure-,ent program and,
 
assured that the PDC will take appropriate steps in thir. regarf. 

27. For attracting increases numiers of producers to t.6r 
procurement centers, the USG represe-ritaives -uggesteC. that the 
BDG try, on an experirient! bsiF:, rescrviric, ;t ]Josr orc. day 

.in a week (vhich shouic coincice k.'ji- viilage market Cay in the 
area) for procurement. priirari]y Crorl farmers/prccucc .s, The 
BDG representatives agree' that they ,ill experinent ivith these 
measures and ad-ed that the Er uill e:pand the proctce 
nationwide if it proves successfuL,
 

28. Discussing capitalization of Title III sales' proceees
 
equivalent to *20 million annua]ly of a separate food-grain
 
procurement account, the USC representatives pointed out that
 
the fund will have to be in addition to what the BDG norm.lly 
allocates for the procurement program and that it will only be 
used ,hen the fur:s received from the Government sources faij 
to meet the requirements of the procurement program. They also 
wanted the account to be acmi-Aistered 1.y the friiszry of Food 
outside the purview of the Controller GeneraJ of Accounts, 
Bangladesh, for its smooth anC timely operation. The EDG 
representatives in principle agrecrd \lith the proposal on
 
setting up the account but coul6 not commit ro anything about 
its administration and cperetion. They assured their USC 
counterparts, howevr, that theu wou? d look into the issue as 
soon as possible and cone up pith a esign oui &.ministratior 
and o;eration of the account after conrultations t.:ith various
 
concerrir agencies within the BDG.
 

29. Ou financing of the bridges and eulverts construction 
project, the PDc agrees to allocate 300 million taka of Title 
III sales proceeds ¢.ach year outsid,e che purview of the Aunual 
Development Prograzm (PDP) ar' in -.deitiori tc the average 
allocation provided throucn the ADP for the next tfive year 
period. Ey th&t time, the 1t cjct 4 ,xpecue( to ;clieve its 
desired goal of connecting the rurr.l arez-s it~ih the major 
growth ccnters located in thc surrounding oreas. The project 
will be implemented in the same manner as is beirlo done 
presently. If need arises , however, moclifications i" the 
design of uhe project mn.y he iqEde through exchange of 
Implementation Lettez. implEme ,ttion Letrcri. ' ]I] also be 
used as an irstrument fo transferring funts from the Special 
Account to the Project Account before commencement of w;ork each 
year. The MDC agree, to Make rhe 300 million taka available 
each year w.-ithout any delay. 



30. 	 While iscussing the program component "Employment
 
ia'.sion frr Cketicr r f Effective LDeranc, the usc 
representatives assure6 L!eir BDG counterparts that in addition 
to proviCing funds to FPrIU f;oi th Tech.ical Jresourcks Crpt 
project for carrying out tie necessary studies and experiments 
in this context, the PDC will be also ailocec to use Title III 
sales 	proceeds for mjr-ting part of the local currency
 
requiremefits for the task.
 

31. 	 The USC representt-tives informed their Bangladeshi 
counterparts that the elimination of subsidies from the SR and
 
OP channels has been one of the primary objectives of the first
 
tWo Agreements, anC a corsi-'cr.--ble amount of ptogress has 
aire4 Cy been made in this directiono The most recent example 
was the removal of rice from Sr,, for .w)hich the USC. 
representatives commende, their BDC counterp.rts. However, the
 
ultimate objective, total elimir.ation of the subsidy from these
 
two channels, was not achieved during the lifetime of the
 
previous two Agreements. Por removing the remaining amount of
 
subsidy from these two channels, the FDG agrees to raise the
 
prices of food-grains sold through these channels in the
 
following manner:
 

a. 	 By September 30, .987, the no, will. raise the 
prices for rice and wheat sold in the OP offtake 
channel, from their present levels of approximately 
95 and 91 percent of initial O1S prices in non-SR
 
areas 	respectively, to roughly 97 and 96 percent of
 
the same reference prices. This will result from
 
an increase, in absolute terms, based on prevailing
 
initial OHS prices in non-SR areas, of taka 5.00
 
per mnaund of rice and taka 6.0G per mpund of
 
wheac. Any .increases ir initial OHS prices in the
 
meantime w:ill also have to be factcrep, into the 
ration price increases. Fy September 30, e88, the 
rice and wheat prices in OP will each be raise8 to 
about 	98.5 percent of the respective initial OHS
 
price. The residual amount of subsidy will be
 
removed by September 30, 198, the current terminal
 
year of this Agreement, iith the raising of both
 
rice and wheat prices for the OP channel to the 
levels of thc initial Ors pri.cs in non-sP arecas. 
In all case!., any tises in initial Ois price will 
also have to be facrorced into the rztricn price 
increases, in absolute terms. 

b. 	 By September 30, 19,7, prices of rice (if iany) and 
wheat solc? jo t-he sp charin&] iill also he raised 
from the presert ]vel of c-.l are 89 percent of 
initial OHS prices respectively n SR areas. The 
USG repi-csentLtives urged the Er:c to incre:ase SR 
pricer by taka 10 per maund of rice and taka 6.50
 
per maund of wheat sold througlh, thcse channels so 
that about one-third of the subsi.y in SP iill be 
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removed chis year. 11cever, the USG 
rreser jc.cJves LI]o 'e2 EDG C.iscean,, makethe to, 
chr SR ircr.-,ses thec some as chose iii or, in 
f.IValL'; Cte. r~is, .or L -ch FY .l arn?37 FY 1F.8p. Any
a(dicioa. ra.iser J, c. - inicia OTIS prices in the 
i-:antire .'ill aFo have. :,e f$cc.jre" inco chcse 
SR.r.crea :os t- p),:rcis geiec0 chac hy

ceptembor 30. : , 0 the cer i, i nal year of this 
Aorcomen, te cF, yrices for ho-th rict &,' woheac 
.ill be. raisE.: co the ],-,Vc] of inicial O13 prices

for thesE c,o cv e .c.' j,,! Sr -.reas, eliii.racing the 
subsiC'y (L-v tis ,efinicior) from this channe! 

Sor:ipI e : 

32. The USc: . , . c'ss ,igC,:O C'. re.esen,o ';ictle
III focd-grains scace r'" .b c.,- .D5 .i. be aur sorjzc.Li co sell 
Title II fooc"-grFii;S thLough ;.cch S!; an?. OP charrncis, ir,
aitidcon co aii.- ocher chanrwc.1 c ,oring i4 icip] OY. prices, 
provided chac the pricces for chEse channels are ra~sti in
 
phases in conformity ich che plan .cec-C ro 
 in t.pir;gqaph 31 of 
the Agreed Ilinuces of egociaciors bete;Coen rlb'i ,'c
Governments. The DO "'il., ho ever, have co depcsic local 
currency inco the Special Account ac the race of il)icidl OtiS 
prices Zr SR areas for sales through SR and ac the race of
 
irlicicl O!iS prices in nen-Sr%areas for sales chrough OP. 

33. Uich regarf co the ONS program, the USG represeutacives
insisted chat it should not be tied to the i[inistry of Food's
 
(IIOF) allocmenc process for any practical purpose ocher Chan
 
preparacion 
 of che foo6 budget, as long as che ,!OF-h.ele,
countr'wide fooO-grain stock level does not fall below 500,000

MT. They argued chat the OIS operation suffers heavily when

che initial allocments are e:hausced; because under 
 the presentsystem the respective fie3d officia7s are recuired to get an
 
addition.) Falocmenc 
 from the heac office i; Dh.-a before they
 
cen resume OflS 
 oper'aioi s, The USC represencttives also
 
emphasized the neeC foi che
icencifying tracdcional
 
food-def.cic an(': fnmine-.prone areas. ul ere prices tens 
 co be
 
relatively higher, parc:cul,7riy ,uring the lean seasons, anc

the necessicy co move 
 and score increased amourc of fooo-grains
in those e. cc chec% abrnrmal f.uccuacio'.; in market prices
of fooc;-grains by ircerveni nq in che foc-c-ain markfecs vich 
adequate supply of fCooc-gt.oins ch, 01erOi7 progrzim, The DDC 
represencacives fifcsp- sc j.'.cioUcd:, . c. pl;l.mz rJ.ey face in
transporting food-gr :kn,.., to ohi. remoce areiAs: of the covr'cry,,
Nionetheless. they avowec. C tChe JhD ",i.l Cc everythi),g
possible to improve ,-ffeccivern.s of thr O!is prograw. including
introduction of a fle4it-e allocrenr proceCore arc' al2ccation. 
of more food-grains for che nee are as 

34, LiberalizacJon oi pcivnce craii,,g in *uod-rrns also 
came lip for discussion bett'een the represencaciv.s cf- cr, USC
and the BDG= In this context the fornei stucssee ch. rteed co 
further relax che anct-hoerling laws for ensuring unhil red 

http:sorjzc.Li
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niovement o f oo0- a iri frcm (Iefcit co surplus areas an(. also 
to ensure adequ.-te £urply of ,-oo -rain. in the marcts. ,They 
dre., the attention of c-ieL r P.g ,-,i counceEparts to che 
risina fooC--iYi-oir pf.cc- :i cwtior in zcceric ronchs an' said 
that i:-ocicio of stricter re:t ictrons or privi.te cra('.inc in 
fooO-gr:u ns nnc. o., chc rovemeic o.f foorC-rains frort o;e ere,': Ce 
another EeewecO to have pj;1yec' a sinrifjicarc prct in agcravrcing 
the price situacion. Io rpsponse, thr PEIM represac;.Itcives 
assure, their USG cc.untezsarcs thac th. Y.,C.T co..r.i c(.d tois 
eXtenc'nq increased facilicies co tr e private secto, ir.every 
field of its operation chi-eugh policy refoms :n, ocher 
necessary measures ar,,..Ji. noc c&cvaEce iron che ,v.e - .olicy 
of encouraging ;riva:, in case .inthe seccor the ,Jr cr,(dino 

food-grains as well.
 

35. In the course of Ciscussiors on the "Implemc:.tation.
 
monitoring anr Evaluation Plan" of the Agreement, the USC
 
representatives underscored the need co form ziTiicle !II
 
Coordination Committee immediately in or,:"-er to esctaiish
 
improve) rapport among the various agencies concerned with the
 
implementation of various aspects of cn. program. Tile
 
Committer will be constituted with a member each fro:,-beside
 
ERD - Finance Divisions i!inistry of Finance, rinistry of Food,
 
ESFIC, ETIIC, USAID/Dhaka (ex-officio) and ono representacive 
each from the agenci,4s involved witc the implementation of the 
development projec's/programs fur.dc-d from Title III sales 
proceeds. Details of duties an6 responsilA lities of the 
Committee anO its working procedures have been providedl in Item 
IIII , Annex G of the A3reement. E,:,'ressinq their C.eep concern 
about non-.submissinn of the rcquirc6 reports, such as quarterly 
reports on deposit and dis-ursemencs, or compliance reports;
and delAys in clie selection of development projEcts/programs, 
tle Usc represencacives ar uc, , chat lack of ad-equace 
coordination and cooperation aF oijg various irvolverd agencies 
was the root cause behind these failures, They also urged
 
their Bangladeshi counterpErcts to strengthen the Americas Desk
 
at ERD for improving the over ,ll reporting situation. They

pointEc cut that the .icrk-loa-d co be borne by the Desk Officer 
(Americas Desk) .s overwhelming for one person. 1,t the end of 
discussions on this aspect of overall program maniagement, it 
was agreed that the Ticle III Coordination Committee will be 
constituted by June ?0, Pi. , at,' that efforts i;.i-1 be maoe to 
arrange an additional skilled staff for the Americas Desk as 
soon as possible, 

3. On strengthening and reorganizing of the Food Planning 
anC ilonicoring Unit (FPIU), the UsG representatives cotended 
that representatives from other acencies: such as ninistry of 
Agriculture, agricultural researct organizations. r!ES, and 
Department of Mleteorology, may have to be Oeputed to VPI'U for 
building in-house capability of carrying out research, studies
 
and experiments related to the area of food and agricultural
 
policy. In the course of discuss0n cn this point, they
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C2 r trciri. 
institute wich suf2*icic, c oxperience in carryirc' ourt uch 
,'ccivir.C . in cO .' .1.L o2 cl-,e , or {:for r. ovfi irg y,'ir.rnce a.I. 
vssiscance co ri.c- ij ni.s.E , (1. Fcood iz, chcj-:r r,, eri:urec,,evor 
ovC11lJ, foc(,- -ecoricy for h:- n cioyl : C ir,J ,' also 
They. 'oi-vec, iizjuca.Ln&( ch'-,c r.p.:s e rCAv.iV.s fromn both the 
USC an FDC' '!..il !.e cequi~ec' Lo mec't on inore chart one occasion 
CO V.'ori; OUt 0 dE'Ct1Ql.1:'c..iqr: a,;,' an ir:,plemc-nr.cicr pi : for 

ezocucjon of che "Screnc.1j onint? of FP1',S' project. E,0olir 
f.undinq for ch1s project 'il be provide(" froF, LhE Techuical 
Pesources Crenc project. an6 chf tecuircc' amer:nc of local 

.curren~cy for chi)s project t-111 Lvvili:,t ro.; ses r[roceeds 
O :of Title III COr~PC'.t '?Ie E '" T )re ::,.-'. ,' .' ;.s.onse 

agro'ec.: to th. c,,rvM ic.da o' if tUtLCIO-q such a project and 
asserted chzc chey are open for fur ,r Oisc.sions on the 
project as and .i.hen reLiree. for 'orkinr outr. etih ., plan of 
action, 

370 On 'Transporcacio, Lecceis ef CrLCJi _' coL.ra.t4 Cd in 
Arcicle Ix of Part I., the EDG representatives urger their USG 
counterparts to reconsider the present condition unc:er which 
the BDG is required co open lecceis of credit for ocean freight 
not later than presnotcaticn of vessels for loading. They 
stated chat a mcre reasor;,ble time.-frame for opening Letters of 
Credit will bE between the dace of signing the contract for 
shippinq space and the .lay the ship scarts its voyage from the 
port of loacing, The UG ropresentatives in response made it 
clear chat the specific \ordirg contained ac Arcicle IC, Part I 
of the Agreement in cIlis conce.c cain not be changed without 
ashingron's approval. They, however, assured cheir 

]angla'eshi councerprcs that their proposal in this regard
will be cal.en up vith the appropriate authority in vashington 
for considration. 

38. Nhil discussinq the -Uses of Local Cur]ency:' section of 
che Agreement (Article IIH Part I' che US. cepres,--ncatives 
clarified Chat the parc chat spells out details of use of sales 
proceeds for financing irtermediery financial inscirutions is a 

,scanrar( provisJon of che '2:iclp I Agreement ;in,- w.1 not be 
applicable for Dangladesh, as ic has : Title III Food- for 
Development pr cyram, 

39. During Jiscunsiors or "OeI-.c] r'easurcs ! ouclined at 
Itu.n V, Pert II of tilt Acf;:.,r!er . a,,e . . repr serct-tives 
emphasized chat the private setcc, shouJlc only 1e aucboried to 
import the c'heat spccificacionsquality of hat m(ucs 
prescribuc by the approt-riace DG aency cc. prevent imporcacion 
of infer ior quality wher_ nmsu iceube fcr huina.n consurptior. 
The USC representatives agrce,. wich the coptencior. of their BDG 

"
 counterparts ir"chi.i context. 
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40, Ir, c(,n fLUt. I. Ot discussions on "Sedf-He]p measurts" 
the BDG xepresentatives pointed out that the international 
market ri3.ces of the rajor foo--grain crops are much ,owet than 
chat of the ccmn:enu.urate quality of doestically prcat.ced 
food-gcains a.d, as such should not The crjr er ia, for 
decerminl~ilg pocurei:'-iv prices for the omt..sticall2y produced
food-grain procurement psoqram. In carificrtion of the pont;
 

the USG representative.: 3tated chat the international market
 
price factor hais onl', Leen inciudeC2 as a stadard clause to
 

ensure that the procurement prices are set ac a competitive 
level in countries where the prices usualy Lend co be lower 

than prevailing international market prices of ';ir" fr 

commodities.
 

41. On the redirecrif*,n of foL saiesof 400,000 !.!iT fod..-grain:s 

through the reformed trchannel (Anne- B, itec IlI Al), the BDG 
representatives mentiorieJ thzt the averaoe ... -fmount: 

food-grains sale through this ctannel has been around 300,000 
MT per annum over .-]a',c eigh. year.s,... -he gcazer managerial 
attention the program wil] demand at r"he." inirial stage of its 
operation, the DDG representatives conct-nded, 11il put a 
tremendous amount ci pressure on available BDG facilities to
 
operate the progranm at the prescribed .!evel of 40C;000 MT per 
annum. The US- tepresencativ.es in resuonse ma6e .t clear that 
the inte.tion of the staeme;.t %,ast.) g:raduail.y movc thc 
program level up to 400,000 VIT per ann, .-by .:he terminal year 
of the AgreeImert per iod an( that: a level c-f 300,000 MIT of sales 
to begin with sounds reasonab.. to thcm. 

42. On the settinc of the procurement price for rice (Annex 
B, Item iYI PI) tho EDG representatives stated that ratio of 
one and a hail. units of paddy to one of rice is too 
specific and is ntc. always co 'rect 'Phey Indicated rt..at the 
proportion of paddy requIre., .,realize one unit of rice is 
usually hiaher than one and a haJf units and should be factored 
into the cost of the rice. However, they fully agreed to set 
the rice procurement price at a level that covers the 
procurement cost of the appro:rate proportion of paddy and its 
handling, transportation anru .iAlling cost. 

43. With regard tc the activ4-y 'Employmenc npansion for 
Creation of Effective Demand- (Annex [.3Item [1I C), the .OG 
representcaives pointed o.c cj.a. the w:,:'vity is beyond the 
general purview o" the ?ir,_st.ry of F''rC and. as such, the BDG 
should have the liberty to etru,-:c ics reievent agencies co 
carry out the c-sk, The USC repres:entacives i.n response stared 
that the whole intentior of involvirc the Ministry of Food with 
the task was to ensur-e ovoriAl1 coordination arlong rhc various 
concerned agencies of Lh-e1.. The USG represnntaci'ves adided 
that, the objective beincj creaci,.s cf effective d mand for 
focd, nl-,ey thoughr tie 1-tnisrry of Food has a definite role in 
it. They: however ;.ere in egree:en with t:he BrG 
representarivcs,' proposal provided that the overall 
coordination is mairtai..ed by che Food Planninq and Monitoring 
Unit (PMI,, of the Mlinistry of Food. 

http:ir,_st.ry
http:tepresencativ.es


44,. On tho 'roo6 Sy'.r.eris ' *,)agcmencu component of the 
Agreement (AnIlex S, Item III C) tl.e iDG represencacive
informed cheir USC counterparts cbac the Free Sales channel of 
che Public FoeC Distribution Fyscer- (PFDS) hws alret-i, been 
abolis-eC. cche USC rcrr.esci, cacives commenkeC cheir Batlacieshi 
counterparcs for c:.e eccicn anc,. expresseC the hope elhckt Free 
Sales ,ii never Lo resumeC, 

4'. As discussioiis progresse6 on tie seme component of the 
Agreemenc, the Pr.C. r'..rese.,cacives scaceci chat the cvc--rall 
responsibility of seeing chic the activities scii:K...ace-' in this 
Title III program AgrfC:.i rr'c are implemented shou 1Cli.e "'1 ch the 
CoorDination ComM.cc.-: LO fcrrc. for cti pur7ose -
requirc( iruOer chi; c F;er7.rFPILU)lI J ,ovc %ier ovv , e i 
necess;y supporci' ser', ices, such as corcc :nq of research. 
scuc'.ies, expcrimenc:3 anw' all ocher -,llytica.I .ork \ich the 
vie,,s cc facdilcz-ce the Coorvinacion Coririccee in acconpJ ishing 
its assigried cask. 

46, During Oiscussioi.,. on the "Sales Cener cic rs an( Deposic 
of Local rroceels aspS-:C of cfh-i progriim, ci:'"rG 
represencacives sci.5 chic che conci cion unu,(.r wihich the F:DG 
\wi i have co cc.posic c!(. ull -ioLuc of ocal ryocp.eC S within 
one ycar of CCC (.'isburserwnc or the TDC; may 1 .. het>.5cvancace
of usin currency use of!fsec for the p, . c thIc i4J1 shore of 
the C:C disbursemenc ;ppeozi:s coo scringenc an- urcted their USG 
councerparcr co reco.nsier the parciculot: couicion, TIC USC
 
Kepresentacives, in response, infcrrnec: cheir ean*1laCeshi
 
coocerparcs cL, c noii Coac the DDG will be authorizee to use
 
Title III grains for S17, OP and i": cn'inelf:; provide. c ac
 
cerc ir agree('! upon chanies are mrde in choso channels, it ill 
not be t !ifficWor them co gene, ace sufficient amouncs of 
local procee&c: co cover the level of funds disbursed by CCC 
wichin a year following the disbursencrico In this rejard they

also highlighcrC, che.c the USG is gravely concerne6 -about the
 
shorcr;ll of epproximately 260 million in the deposit of local
 
proceeds for the 1 2 Title III proc;ram as of July 1, 1'86. In 
order to mke up this shorcfll, which has to bc Cone by 
September 30, lC, ..and olso co avoid similar problems in the 
fucur,?, they urged their EDG counterparts co effect the 
prescribej' raises in Sr. and oP channels from July 1, 1987. 
They emphasizec chat chis :ccion %;illcertainly prcvide some 
relief from orries about: cbr eneration gap ane. ics consequent 
impact on .icle III loan rcpaaiencs. 

47. The USC reprcsontacives elaborated on de.lAng wich a 
situation i hichh the prob).em of shorcfzalls in generations of 
sales procri-ek.s in the Special kccounc began co recur. The USG 
and the EDG .il] joiily review the sceri.s of loca. currency
generacions fror. tei sa.les of PL-'130 .Itle III conmodicies, .rnd 
of deposics into the .pccial Account at least annually in 
DhaI, a. The review wiil inclufe consiCeration of market 
conditions, stock levels, time an,(! CrC cost of Ticle III 
arrivals, doriescic proiuccion, oiIS prices relative co market 
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.P Jct-, ccntiiercia_. irmpc.rts. Cce-mestic procLqrementr, foo( aiC from
 
other donors F:yj( commodirv1, se o.:fser. ai]o'eC. (The results
 
of this ireviej ,ill be reporce6 to 11ashi.gqon.o) If the review
 
fixed thac the ge,,erations were loi. Cor v-, reasons, the 
 USG 
o.i2l consider generating commodity use offset for ,'irle III
 
comimocities keyrpt in the food security 
reserves, in accorcdance
 
,ith th1e provisions of Annex B, Item III D. The USG
 
representatives sad that commodity use offset coulc be 
 granted 
even if stocks were not up to the specifie1 benchmark levels,
 
so long as the BDG's management of the food-grain reserves was
 
in substantial compliance with this prov-i.sic :, Th1e USC
 
representatives saicd that it %,as not practical tG specify

food-grain reserve benchmrrks that were anything more than
 
ineicative levelsi the important thing was to hole oto
 
reserves when wer lo, not
prices (so as ro depress them
 
further) and sell publicly-held food-grains to arrest
 
undesirable upucnrd price movements.
 

48. The USG representatives in the 
course of their discussion
 
with the BDG counterparts stated that F-set of quantifiable

benchmarks will be requirecd to be Oeveloped by June 30, 1987,
 
to facilitate evaluation of various activities stipulated in
 
this Agrement. They ad'ed rhat these benchmarks will have to

bc ocu, 2nted either through a supplementary Agreed minutes of
 
11egoti/;xtions or in the form of an implementation letter once
 

ar'e developed, The BDC representatives, in response,

e;%pressed their 
concern about the short time available for
 
-ccomplishing the task. They, boever, assured of doing

evei-.thi rg possible to Cevelop the benchmarks by the stipulated
 
deadline,
 

DONE AT DHAKA, PAUGLADESH
 
THIS 17TH DAY OF APRIL, 1987
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