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SJR 45 attempts to alleviate some of the problems which are being
experienced within the pink salmon industry due to a severe drop in
prices, at least partially caused by a surplus inventory of canned pink
salmon.

By this resolution, the Alaska Legislature is urging the Department of
Agriculture to place canned pink salmon on the 1992 "Food for Peace"
docket; this is essentially a list of the commodities which are available
to countries under our foreign food aid programs.

Public Law 480 governs the foreign food aid programs of the Agricultural
Trade Development Assistance Act of 1954. The programs are
administered jointly by the Agency for International Development (AID)
and the U. S. Department of Agriculture (USDA). This program provides
humanitarian assistance and market development activities for U.S.
agricultural products overseas.

The prices for each commodity are set through an open bid process.

Title | of PL 480 (Sales Prcgram)is a long-term concessional loan program
for countries where the annual per capita income is above $600. Loan
terms are for 20-30 years. Each country looks at the commodities that
are available and the prices which are being quoted and then decides if
they wish to purchase the commodity. The country purchases directly from
the seller.

Title I (Foreign Donations) provides for foreign donations through private,
nonprofit organizations. The organizations request an available



commodity and the Department of Agriculture purchases the commodity at
commercial prices.

Title 111 of PL 480 (Food for Developments a grant program for the
neediest countries who cannot afford any long-term loans. The
Department of Agriculture issues an invitation to bid on commodities
which have been approved and USDA then pays the supplier directly. Each
country decides which commodities they wish to purchase and how much
of their allocation they wish to utilize.

Now that the Department of Commerce has declared canned pink salmon a
surplus commodity, the next "step" is for the U.S. Department of
Agriculture to place the commodity on its docket so it is available for the
various programs under PL 480.
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JForeign Food Aid e

Backg[round Section 4160fthoAr%]rrcultura| Act of1949andPX 460, Pood for
Peace, an ha % l]errmar forel oog aid [a Both foreign fP aBd
gro grama conduct humanitarian assistance and mar et evelopment actwvitiee for U

rrculttnral product* overaaae PX. |et a farrg roTiding about 6 |I||onmetrrc
orm commoditiee onrwer eao year forlo 4(Stermc ncessron credlt: aalee

t] Pen forergn onatrone Title 107 Section. reamu(f %lna ler %giram
torzm% t(? Jonate CCC-owned commodrtres ee needed end oe av able
ahort term food e IC/t* In forer ncountrres In contrast to PX. 460, about 1t0 2

mrl lon metric tone 0 9(%“ commo ditiee are ihipped annually under Section 416.
(See CR3 Luma Brief for more detail on foreign food aid program*.)

Prior to tha l990ac(§ ?th USDA and tha A enrc[Y for Internatronal Development
SAIDP orntlx admrmstere al forerﬁnfood ald progra USDA wae the load a ency|n
Ister| Title | and Section 416 and' AID was tha lead agency in

gmmrsterrng 46(111118H

%othP 460 and Section 416wore amended by CPL%farm act PX. 480was
reauthorized through Dec. 31,1990. Congress inchidtd a number of amendments in
1985 to move more co mo ifies abroad: arernstrtutron of the sales [orloca currenc
Ero ram Gon term | el ans or currencres that are mconvertrbeto do lars), th
for Progress Program (multjyear food JJ %rammm% smg en
ectron 416 andm etization ( aJes of donated commoditie wrthm the country to
% fond drstrrbutron costsg are a few examples. Section 416was amended to Include
ahle c(age held surplus commodities, notjust wheat and dairy products, as was formerly

The Food Segurrtg Wheat Reserve gF8WR% a 4million_metric ton reeerve of
Government-owned wneat, was established by Congress In 1980at the time of the U.S,
grain embargo to the USSR. It was designed to remove the amount of wheat that
wruld have been purchased by the USSR, to offset any nergatrve Impact the surplus
wheat might have on the domestic market, and to be available when yrgent world food
needs cannot be met through production or normal P X460 oununodity programming.

Funding. Fundm)g authority for Title | is within the CCC b %et Annual
fonding authority for Trtle wasrncreasedfrom$1br||r0nto 12in the Food

Secnrr Act of a%prgerratrons act sets total P X 480 wrammmg
levels at more than 22b| ron 1991 appropriation*! law (P X "101-506) set
total J X 480 frinding at $1,576billion.

1990Changes. The 1990Act extends the P X 460 rogram FoodForPro ress

and the authorrtf)[/]to reﬁ de nish the Food Security Wheat Reserve hro%g FY19
aiso directs new fhnds and commodities to* emergngdemocracres such thecountrres

ofEastern Europe.

The new law makessnumberofsrgmfrcantchangesm the P X 480pro ram with
the intention of streamlining it and incréasingts sfieotivinees in delrverrn 00d grants
and developing fixture markets. One fundamental change in P X 480 under tha'Act Is
that It assrglrns USDA primary responsibility for the long-term concessional sales
program in Title 1, while assigning the Agenty for International Development (AID)
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grimary res”ponsibilit%/ for food grant af]tivities unde,Y,Titges | ?nd IK. Prior,éo this act,
- ninteragency commfttee maintained the responsibility for all foreign food aid actMtiaa
L'JM  under PX. 480, no single agency had final authority.

Under the, 1990 Act, Title | contimfes to provide for sale ﬁf U.S. algricultural
commod|t|<?s usmq onP—term c_onces%mna crei?lt. Tho_ 1990 act allows, for repayment
to be in dollars orocal currencies.. Tho Title also specifies various eligible uses for the

acquired local currencies under this Title.

Title Q_continues os tho gnmar fore|%n food donation component of P X. 480. As
before, this Title distinguishes between em r%erl%%nd nonemergency assistance, with
minimum nng,al ton gef S[P?leled throuq , The act Rron es authority for
maximum flooding ot 8L0illion tor Title |1 activities. However, the President can waive

this limit if urgent, hum ']'tﬁ”(?“ need%,re ul[e rea,tﬁr Ainding. A Food Aid
Consy tane Group Is estaplished under this Title; It will meet reﬁularlx and is to
terminal Dec. 31,1995, The Group will include representatives from AID, USDA,

ervate voluntarP/ orgamzaﬂons CPVOs), and African, Asian, and Latin American
ongovernmentar organizations.

A new provisionin Title |l requires that between $10million and $135million be
made avallable to assist PVOs and cooperatives In administering the program and
distributing the food.

Title m, Food for Development, is a Olgovernrn,ent—to— overnment bilateral grant
program. Donated food to least developedcountries may be used for direct fe dm%
programs, for developing emerqenq{ food reserves, or may be sold in the recipien
country for local currency. The'local currency tgen s tobe useg for specific economic
development activities asagreed to by tha AID"Administrator and ths recipient country

government.

Title IV contains administrative and technical requirements, including definitions
and consultation requirements. It dtes Ineligible commodities ~ tobacco and alcoholic
beveragg,s gestnctm? tobaccg_only under Title ID - and provides for multi-year
commodity agreements under PX. 480

Ptle V, the Far er—to—Farmeégrogram, rowdesamAmm m qf 02% oftotal PX.
480 flinds annually from FY1991-96 to-assist fanners and agribusiness operations in
developing countries by transf,errm? knowledge of forming technologies and methods
from Ui3. formers, agriculturalists, fand grantuniversities, privets agriusinesses and
nonﬁroﬂt font organizations to form ‘and agribusiness operations in developin
cquntries, middle income countries, and emerging democracies. gA minjmum of 0.1%
of PX. 480 (bads is to be used fbr farmer-to-Garmer activities in developing countries.)

i S S s e i i
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It Provupes_yautﬁont tf]or the President tq use an addﬂmr?af%lOm |HPon ofC,gC
commodities or flinds to enhanos development ofprivate sector agriculture In countries

participating in the Food for Progress program.

Tha act also.amends cargo greference law with resfoect to PX. 480 C(flrgo
preference, a law requiring a percéntage of groee tonnage of government subsidizéd
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ex ert* be shi GD ed onU|s flag veeeels, has been apglredto PX. 480ex ortssrnce 1964

Syrnt e Great Lakes areghave argue th £ th1S requirement has hvor (?Guf
Coastal ports over Great Lakes 1e orts, am Act attempts to a dresst
mriticIs ga\thorrzrn that for n fa vessescan be desr nate |fcerta|n crrterra
are met) es American reat Lak Vess Is and can carr rtarn D eference cargoes
wrthouthavrn%%owartthe requisite 9 ears The actuguar nteesGreat Lakes operators
access to 60% 0t P X. 480 cargoes on a lowest [anded cost basis.

CurrentIsFues In the firsthalf of 1991 PX. 480, Title H, has been strained b
the aggroxrmatey million people starving In Sudan, the widespread starvation tha
|sar ult of civil'unrest in Lrberra and the plight of Kurdish refugees (approximately
2mill |on afterthe Persran Gulf War Administration offrfrals believed the fUndlng 0
H)e over 48? GgEmwou F a quat |f%|venb nket authority to tran er
nds rom Trtl IE Into TrteI nor ert meet t enumerous emergencies
aroun the wor This autharity Is provided onl 1991 1n the E mergency
&] mental PerskanGu(JfEeftrge As Istance Act 0 1991$]PX ? ti
ntBus authorized the use ofup to 900000metric tohs ofwheat from t eFood
fbec#rrrt heat Reserve. C(\FSWK) So far, an estimated 60000 tons have been tapped
r food needs in Ethiopi

With respect to the Middle East refugee emergency, the Administration states that
at otal ofSIEZQnrllronworth 0fPX 1gte co?n oydrtres have been provided to the

World . Food. Program FP) for |tr| tron nthe re lon. In addition, the
c?mrnrstratron |sgc0nsq]d€er§r ta)p pingw eat romt e FSWR. J
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Honorable Ted Stevens
United States Senate
Washington, D.C. 20510-6025

Dear Ted,

Thank you for your latter regarding the inclusion of
canned pink salmon aa an eligible commodity in the Public
Lav 480 (P.L. 480) Food For Peace Program.

We have concluded that a surplus of U.S. harvested and
processed canned pink salmon exists. The necessary
information is being sent to Secretary Madigan at the U.S.
Department of Agriculture with our recommendation that canned
pink salmon be placed on the P.L. 480 docket for FY 1992.
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December 12, 1991

The Honorable Edward R. Madigan

The Secretary of Agriculture

14th Street and Independence Avenue, S.W.
W ashington, D.C. 20250

Dear Ed:

Secretary Mosbacher recently informed me that the Department
of Commerce has determined canned pink salmon to be a surplus
commodity and has recommended to the Department of Agriculture
that it be olaced on the Public Law 480. Food for Peace, docket
for 1992.

The salmon industry in Alaska is currently facing a great
hardship. A worldwide glut of pink salmon has depressed prices
being paid to Alaska fishermen to a ten-year low of twelve cents
a pound. Last year's pink salmon run increased stocks by 27% and
a run of this magnitude or greater is expected next year.

In an effort to help alleviate the economic distress that
this has brought to many of Alaska's fishing communities, | urge
you to implement Secretary Mosbacher's recommendation as soon as
possible and place canned pink salt.on on the P.L. 480 docket for
199 2.

Thanks for your help.
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INTRODUCTION

The Food Security Act of 1985 (P.L. 99-198) and other legislation in
the 99th and 100th Congresses significantly changed the foreign food
aid programs of the Agricultural Trade Development Assistance Act
of 1954 (P.L. 83-480), often referred to as P.L. 480. These changes
provided for monetization (sale or barter) of donated commodities,
for local currency sales, and for a new commodity donation program,
Food for Progress, to promote agricultural policy reform and private
sector development in receiving countries. More recently, Congress
has authorized an expansion of monetization of donated food aid.

U.S. food aid programs serve multiple objectives: U.S. market
development, recipient country economic development, humanitarian
relief, and support of foreign policy goals. The programs are ad-
ministered jointly by the Agency for International Development
(AID) and the U.S. Department of Agriculture (USDA). The Office
of Management and Budget, the U.S. Department of the Treasury,
and the U.S. Department of State participate in the decision-making
process for food aid.

In addition to reporting the status of the P.L 480 program in fiscal
1988, this report highlights achievements in the Food for Progress Pro-
gram and in the Local Currency Loan Initiative legislated by the Food
Security Act of 1985 and amended by the Omnibus Trade and Com-
petitiveness Act of 1988.

Under the Food for Progress Program, commodities financed under
section 416(b) or from P.L 480 title | resources can be programmed
on a multiyear basis to countries that agree to promote free enterprise
in their agricultural sector. A maximum of 500,000 tons of com-
modities were to be made available for each of the fiscal years 1986
through 1990.

The objective of the Local Currency Loan Initiative is to promote the
development of private enterprise by authorizing U.S. Government
sales of agricultural commodities for local currencies rather than for
long-term dollars. Local currency obtained from the sale of title |
commodities is loaned by the U.S. Government to private inter-
mediate financial institutions in the recipient country. These institu-
tions then lend to the private sector within the recipient P.L 480



country. Under this program, the President is directed to enter into
section 108 sales at a level of not less than 10 percent of the aggregate
value of all title I agreements unless the total level of agricultural ex-
ports would be adversely affected. To the maximum extent prac-
ticable, the President is to use at least 5 percent of the local currencies
to provide agricultural technical assistance, including the funding of
market development activities.



Title I and
Title 111

Title 11

PROGRAM SUMMARY

U.S. agricultural exports amounted to 148.4 million tons valued at
$35.3 billion in fiscal 1988. The P.L 480 program accounted for ap-
proximately $1.2 billion of this, or about 3 percent. Commodities
under the program were shipped to 74 countries. The largest
recipients of food under title I/111 were Egypt and Bangladesh. They
accounted for 37 percent of the total title I/l exports. Under title II,
the Asia/Near East region was the largest recipient, with India the
largest single recipient, ~is region accounted for 46 percent of the

total title Il exports.

The fiscal 1988 aggregate program value of title I/l agreements
signed was $728.6 million. Title | agreements and amendments were
signed with 26 countries. The objectives of the title 11l Food for
Development Program were met through the signing of two agree-
ments with Bolivia and Bangladesh, totaling $80 million.

Commodities were shipped under the title Il program to approximate-
ly 59 million needy people in 72 countries in fiscal 1988. TTie Com-
modity Credit Corporation (CCC) valued these commodities at S458.3
million. Major commodities donated under title 1l were wheat and
wheat products, including flour, blended foods, nonfat dry milk, and

vegetable oil.



Summary

Allocation
Requirements

Credit Terms

TITLE -SALES PROGRAM

During fiscal 1988,46 title | sales agreements and amendments were
signed with an export market value of $728.6 million. The agreement
actions were concluded with 26 countries considered to be friendly
with the United States, in accordance with section 103(d) of P.L. 480.

In fiscal 1988, convertible local currency sales agreements (including
title 111) comprised 95 percent of the total value of agreements signed.
The remainding 5 percent of the agreements signed were on section
108 local currency terms.

The five countries with the largest amounts programmed were:
Egypt—S180 million; Pakistan--S80 million; Bangladesh--$60 million;
El Salvador~$41.5 million; and the Sudan~$40 million.

Commodities programmed included wheat, wheat flour, corn,
sorghum, rice, vegetable oil, tallow, and cotton. Wheat and wheat
flour (3.2 million tons) were the major commodities. Other quantities
were 381,000 tons of vegetable oil, 286,000 tons of feed grains (corn
and sorghum), 208,000 tons of rice, 40,000 tons of tallow and 40,000

bales of cotton.

Title | programming during fiscal 1988 met the requirement that at
least 75 percent of food allocations go to countries with per capita in-
comes of less than $835. This 75:25 ratio is set forth in section 111 of
the Agricultural Trade Development and Assistance Act of 1954, as
amended. Tables 8 and 9 provide the initial and final country and
commodity allocations for fiscal 1988.

Title 1 of P.L 480 provides for the concessional sale of agricultural
commodities to friendly countries. Agreements under title I may be
signed either for dollar credit with up to a 20-year repayment period
or for convertible local currency credit with up to a 40-year repayment
period. The grace period for dollar credit agreements may go up to 2
years, and for convertible local currency agreements it may be as long
as 10 years.



Section 401

Role of the
CCC

Accountingfor
Title I Costs

Initial payments that are not part of long-term credit may be required
under both types of agreements. Minimum interest rates under both
types of financing are set by law at not less than 2 percent during the
grace period and 3 percent thereafter. Terms for agreements are
determined on a case-by-case basis.

Section 401 of the Act requires that the Secretary of Agriculture deter-
mine the availability of commodities for inclusion in concessional

sales agreements and donation programs. In determining this
availability, the Secretary must consider U.S. productive capacity,
domestic requirements, farm and consumer price levels, adequacy of
carryover stocks, and anticipated exports for dollars.

Although the CCC finances the sale and export of commodities under
title 1, actual sales are made by private U.S. suppliers to foreign im-
porters or government agencies. The CCC finances sales by paying
suppliers directly through the U.S. banking system for their sale
except for any portion not covered by a required initial payment. The
CCC then collects the an.junt provided in the agreement with the
importing country. These funds are used to support current title 1
programs.

The gross cost to the CCC of financing long-term credit sales for U.S.
agricultural commodities from July 1,1961, through September 30,
1988, totaled $34,777 million-$31,856 million of commodity and
other costs, $2,669 million of ocean transportation costs (including
$1,982 million for ocean freight differential), and $251 million of
interest costs.

Through September 30,1988, the CCC had been reimbursed for all
costs by dollar payments under government-to-govemment and
private trade entity agreements in the amount of $4,945 million, by
$4,650 million in foreign currency funds used to finance long-term
credit sales, and by appropriations of $24,934 million.



Self-Help AJL P.L 480 title | sales agreements since 1967 have contained self-

Provisions help measures to which recipient countries have committed
themselves. Examples of self-help provisions contained in agreements
include the following:

» Devoting land resources to production o fneededfood;

» Developing agricultural, chemical, farm machinery and equip-
ment, transportation, and other necessary industries;

» Trainingfarmers in agricultural techniques, and reducing il-
literacy among the rural poor;

» Constructing adequate storagefacilities;
» Improving marketing and distribution systems;

» Creating afavorable environmentfor private enterprise and in-
vestments;

» Adoptinggovernmentalpolicies that ensure adequate incentives
forproducers;

» Expanding institutionsfor adaptive agricultural research;

» Allocating sufficient nationalfunds andforeign exchange
resourcesfor self-help provisions;

* Implementing health programsfor the ruralpoor; and

9 Carrying out voluntary programs to controlpopulation growth.



Summary

Operations

TITLE [I-FOREIGN DONATIONS

The title Il food aid program is the U.S. Government’s most direct ef-
fort to combat hunger and meet food shortages abroad. Food aid is
best known historically for meeting emergency and short-term needs
of the hungry. However, a considerable portion of title Il food com-
modities are also used to promote long-term development to address
the underlying issues that prevent developing countries from meeting
their own food needs.

During fiscal 1988, about 2.3 million tons grain equivalent of title 1I
commodities were shipped to approximately 58.6 million needy
people in 72 countries. The CCC valued these commodities at S458.3
million.

W heat and wheat products, including flour, comprised over half the
commodities donated through title 11 in fiscal 1988. Feed grains and
their products, rice, vegetable oil, and nonfat dry milk were also
donated.

In both value and volume, the Asia/Near East region was the largest
recipient of title Il food aid. Approximately 41 percent of the total
title 11 tonnage was distributed to Asia, with another 5 percent to the
Near East Distributions in Africa increased from 30 percent in fiscal
1987 to 42 percent in fiscal 1988, with Ethiopia, Mozambique and the
Sudan receiving the largest amounts for famine relief.

One of the main objectives of the P.L 480 title Il food donation pro-
gram is to alleviate hunger and malnutrition of people in the poorest
countries of the world. The target recipients included 15.4 million
women, infants, preschool children in maternal child and day-care
centers; 93 million older children in school feeding programs; and
12.1 million adults and dependents through food-for-work projects.
In addition, another estimated 16.2 million people, including

7.8 million refugees, were fed through emergency, general relief, and
other self-help programs.

Administered jointly by the USDA and AID, title Il activities are car-
ried out by the following groups:

14



Private voluntary organizations

Adventist Development and ReliefFAgency (ADRA)

American Jewish Joint Distrilutaon Committee (AJJDO)

Arerican ORT Federation (ORT)

Cattolic RelliefServices (CRS)

Church World Service (C\VS)

Cooperative TarArerican ReliefFEverywhere (CARE)

Doullos Community

Ethigpian Orthodox Church (EOC)

Food farthe Hungry (D

Jamai ca Agriaiitural Development Foundaition (JADP)

Joint RliefFProgram (=P)

League of Red Cross and Red Crescent Societdies (UCROSS)

LutheranWor Id Relief (LWVR)

Netiaal Cogperative Business Association (NCBA)

Oxford Famine Relief (OFR)

Projects InAgriaulture, Rural Il stry, Science and
Medicine, Incorporated (PRISV)

Save the Chilldren Federation (SCH)

Wor Id Vision Rellief Orgenization (WRO)

Intergovernmental organizations

Interratiacal Committee of the Red Cross (ICRO)
League of Intarmatdical Red Cross
and Red Crescent Sccieties (UCROSS)
Wor Id Food Program (WHP)
U-N. High Comissioner far Refugees (UNHCR)
U_N. Intermatdaal Children S Education Fund (UNICEF)

Recipient governments



Distribution

Famine
Prevention

Maximizing
Development
Potential

Private, voluntary agencies and international organizations distributed
52.7 percent of 2.0 million tons of commodities shipped (1.1 million
tons, valued at $243.1 million); the World Food Program including
the International Emergency Food Reserve, 24.3 percent (490,000
tons, valued at $108.3 million); and the bilateral govemment-to-
govemment programs, 23 percent (465,000 tons, valued at

$106.9 million). Of the total, nearly $201.2 million in commodities
were channeled to meet emergency programs around the world.

Ethiopia was an outstanding example in fiscal 1988 of title Il com-
modities being used to prevent a famine of major proportions. A
number of nongovernmental organizations distributed food to mil-
lions of Ethiopians suffering from the drought and civil war which
ravaged the country. In order to avoid a repetition of the 1984-85
starvation and massive shelter feeding programs, the U.S. Govern-
ment and other donors prepositioned food stocks and began early
distribution of food while the people were still strong enough to carry
rations and return to their farms. The United States and other donors
responded quickly and efficiently to meet the needs. By April 1988,
confirmed food pledges totaled 1.04 million tons, of which the United
States supplied 268,866 tons valued at $47.4 million. Port and
logistical capacities were greatly improved, airlift operations were
implemented where needed, and financial support for transport and
management was granted to the nongovernmental organizations to
avert massive starvation. The U.S. Government also supported an
agricultural recovery program of some $19 million in Ethiopia,
making the total value of the P.L 480 contributions approximately
$100 mJlion.

Ir, recent years, there has been a growing recognition that food aid
also can play a longer term development role in addressing problems
which prevent developing countries from meeting their own food
needs. Recurring drought in Africa highlights the need for develop-
mental efforts to overcome the underlying causes of famine. AID
continues to help develop mutually reinforcing approaches to
strengthen the effectiveness and development impact of food aid.

Through two title 1l full monetization programs in Indonesia, suffi-
cient initial capital and interest income are being provided for two
private voluntary organizations to implement targeted development
activities over the next 5 years. CARE's Community Self-Financing
and Water and Sanitation Facilities project will support technical
assistance for communities to develop and construct their own clean

16



World Food
Program

The Food Aid
Convention

water and sanitation systems, and to provide technical training while
developing community self-help capacity and skills for undertaking
loans and debt servicing.

Also in Indonesia, the National Cooperative Business Association is
establishing the Indonesian Enterprise and Trade and Development
Foundation. This foundation will provide both long-term lending and
equity capitalization to high-priority, labor-intensive business ventures
and promote viable Indonesian enterprises while developing and
testing flexible private sector investment strategies. The project is
intended to promote U.S. and Indonesian mutual trade interests.

The World Food Program (WFP), under the auspices of the United
Nations and the Food and Agriculture Organization, had a $1.4-billion
pledge target for the most recent biennial (calendar years 1987 and
1988). The United States, in turn, pledged $250 million for the same
biennial as its share. The pledge authorized $175 million through title
Il'and $75 million under section 416 for commodities and transporta-
tion, of which $2.9 million is for administrative support. Section
416(b) of the Agricultural Act of 1949 authorizes overseas donations
from CCC surplus stocks.

The WFP also administers the International Emergency Food
Reserve (IEFR), which has a 500,000-ton yearly target for emergency
contributions. During fiscal 1988, the United States contributed over
230,000 tons of food, valued at $36.7 million, through the IEFR.
Additional funds were provided by the U.S. Government to cover
transportation costs.

The objective of the Food Aid Convention (FAC) of 1986 was to
improve world food security by ensuring a minimum of 10 million tons
of cereal aid annually to developing countries, a target first estab-
lished by the World Food Conference of 1974. Signatories are
obligated to pledge minimum annual amounts of cereal aid ii.wheat
(or its equivalent) suitable for human consumption.

Ten countries and the European Community (EC) are members of
the new FAC, with total pledges of 7.5 million tons. The United
States is the largest donor, with a pledge of 4.47 million tons. All of
the U.S. obligation is met by P.L 480 shipments, including title 1
concessional sales and section 416 donations. Efforts are made to
encourage the participation of other potential donors to reach the
10-million-ton target.



Operations

Goals

Special
Provisions

TITLE Il - FOOD FOR DEVELOPMENT

Title 111, known as Food for Development, was added to P.L 480 in
1977. A country must be eligible for a title 1 agreement before a title
HI1 program can be approved. This allows low-income countries to
purchase U.S. agricultural commodities on title | terms. It differs
from title Iin that as the proceeds from the sale of the commodities
are used for developmental purposes, an equivalent dollar value of the
title 1 loan is offset. When the offset occurs, the loan in effect becomes
agrant of commodities.

Before a title m agreement may be approved and negotiated, the
recipient country must submit a Food for Development Plan which
describes how the commodities are to be used. TTie plan must
describe the self-help projects to be financed by the sales proceeds.
Projects and programs financed must increase food production, im-
prove storage, transportation, and distribution of farm products, or
improve the quality of rural life through health and nutrition or family
planning programs. A joint evaluation of progress in the implementa-
tion of the Food for Development program is conducted each year.

The goals of title I1l are: 'To increase the access of the poor in the
recipient country to a growing and improving food supply through ac-
tivities designed to improve the production, protection, and utilization
of food, and to increase the well-being of the poor in the rural sector
of the recipient country.”

A special provision of the Agricultural Trade Development and
Assistance Act of 1954 provides for the negotiation of multiple- year
commitments of up to 5 years, provided suitable commodities are
available for programming through P.L 480. A plan to use the
commodities or the sales proceeds must be approved. Also, the
recipient country must show it is making satisfactory progress in
implementing the provisions of the agreement.

A second special provsion of the Agricultural Trade Development and
Assistance Act of 1954 allows relatively least developed countries to
apply the currency use offset to any P.L 480 principal or interest
payments falling due that fiscal year. This allows recipient countries
to more easily meet their obligations of remaining current in the
repayment of principal and interest from previously negotiated title 1
agreements using the food or sales proceeds in accordance with an
approved Food for Development plan. Countries not considered to
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Requirements

Bellmon
Amendment

Self-Help
Measures

Agreements

Bangladesh
($60 million,
Title HI)

be "relatively least developed"” may reduce or offset the loan under
which the commodities were purchased by an amount equivalent to
the dollar value of the proceeds applied.

The legislation established that, of the annual aggregate value of title 1
agreements, not less than 10 percent is to be under title 111 beginning
in fiscal 1986 and each fiscal year thereafter.

As is the case for title I, no commodity will be exported unless at the
time of exportation adequate storage facilities are available to prevent
spoilage and waste, and the shipped commodities will not create a sig-
nificant disincentive to domestic production in the recipient country.

Each agreement or amendment, regardless of terms, must contain self-
help measures which improve the production, storage, and distribu-
tion of agricultural commodities. They are to be implemented in such
a way as to enable the poor to participate actively in increasing food
production through small farm agriculture. In addition, the recipient
government agrees to provide adequate financial, technical, and
managerial resources for their implementation.

Self-help measures are to be additional to those which the recipient
country would otherwise be able to undertake in the absence of the
loan or grant and are to be described in specific and measurable
terms. Other provisions require that the sales proceeds be used for
financing the self-help measures set forth in the agreement.

During fiscal 1988, title 1/111 agreements valued at $728.6 million were
negotiated with 26 countries. Agreements with two of the countries-
Bangladesh and Bolivia totaling $80 million-contained currency use
offset provisions as authorized under title 111. This amounts to

10.9 percent of the aggregate total value of the program. Highlights
from these two programs follow.

Highlights: 1988 Title 1l Food for Development Program

In fiscal 1988, an amendment was negotiated to a title Ill agreement
signed initially in 1987. Bangladesh falls into the "relatively least
developed country” category. Self-help measures contained in the
agreement included commitments to: (1) continue to reduce the costs
of the Public Food Distribution System and to redirect all reduced
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