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FAM Advanced Title II Monetization Workshop Report

The FAM Advanced Title II Monetization Workshop took place in the second week of December in the International Conference Center (ICC) in Durban, South Africa.  Thirty participants represented seven FAM member organizations (please see Appendix 

 HYPERLINK  \l "AppendixA" 
A for a list of participants), FAM itself, and USAID.  The workshop was jointly sponsored by FAM, ACDI-VOCA, ADRA, Africare, and CRS.  Africare South Africa was the local host in Durban.

The workshop began with a welcome by Mara Russell, FAM Coordinator, who stressed that the workshop was aimed at staff with experience in monetization. The idea behind the workshop was to enable experienced monetizers to discuss contracts, financial instruments, and other critical issues related to their programs.  The final agenda for the workshop may be found in Appendix B.

Familiarity with Institutional Support Assistance (ISA) Grants

Lee Thompson, Director of Food for Development at Africare and co-chair of the FAM Monetization Working Group, began a discussion on organizational monetization philosophies by asking a series of questions of participants about the purpose of the Institutional Support Assistance (ISA) Grant and its impact on their organizations.  Those familiar with the programs and headquarters-based staff were asked to refrain from answering, in order to check field staff response.

	Questions
	Answers

	1. What is the ISA?
	Approximately 10% of responding participants could correctly define the purpose of the ISA grant.

	2. What did your organization use it for?
	· Training

· Capacity building 

· Developing guidelines and framework for managing Title II programs, and 

· Standardization of procedures and systems

	3. Have you heard of the Monetization Working Group?
	· Approximately 15% of responding participants had heard of the working group.

	4. What were the key collaborative activities that the working group agreed to accomplish?
	· Improve & increase understanding of USAID/Title II monetizations, in order to improve implementations in the field.

· Facilitate communication between government (US) and grantees.

	5. Were you aware of:

· The Title II Cooperating Sponsor Monetization Manual?

· FAM Monetization Workshops?

· The Food Security Resource Center (FSRC) at FAM?

· The FAM Website (www.foodaidmanagement.org)?
	· Approximately 60% of participants were aware of the manual.

· 50 % of participants had heard of FAM monetization workshops.

· 6% of the participants had heard of the FSRC.

· Approximately 30% of participants had heard of the FAM website.

	6. How have you used these resources?  (Please give specific examples.)

· Have you used any of these resources for training within your organization?


	Monetization Manual:  Respondents commonly refer to the FAM manual in trainings; use it as a reference internally in headquarters and field offices; found definitions in the manual especially helpful; and used it as a part of training.

Other FAM Resources (FAM Trainings):  3 of the participants were also in 1998-99 African monetization trainings sponsored by FAM.

FAM website: participants use the training calendar, and the story on Guinea taxation to inform their own situation, one organization is using the website to build indicators for their new DAP, and to better understand the monetization process.

	7. Has use of these resources improved the design, management, and implementation of your monetization programs?
	It seemed clear that use of resources had improved design, management, and implementation of monetization programs according to previous responses.  As a result,  this question was not addressed in detail.


Anecdotally, participants answered the question: Has monetization positively impacted your Title II country program?

· In Uganda, selling oil in small lots is being used to develop sunflower oil sector (which can compete with local oil sales, but it also stabilizes the market)

· In Benin, small-lot sales of rice encourage greater participation and address financial constraints of small-scale entrepreneurs.

· In Malawi, CRS will implement a small lot tender system (using rice), which helps to support smaller entrepreneurs who otherwise could not afford high inland transport costs.

· Monetization in Cape Verde reduces the food deficit in country.

· In Ethiopia, a separate monetization unit is run like a business, and competes like any other business, and currently has approximately 10% market share.  Sales save foreign exchange resources.

· In Mauritania, wheat sales finance micro-finance and water programs. Water systems are thus provided to outlying areas, who are able to conveniently access clean water for the first time (with impacts on thousands of people).

· Generally, monetization proceeds build feeder roads to enable farmers to access markets, reducing losses (and also assist with food for work projects).

· In Madagascar, monetization provides resources for an integrated project which includes  agriculture, health, environmental awareness, and infrastructure improvements.  Skilled trainers to improve local capacity through improved seeds, agricultural training and resources to raise food crops.  In the future, challenges may arise because of the requirement for food distribution (in this case, via FFW), when people really need technical training.

· In Guinea, child malnutrition dropped by nearly 30% (down to 17% total for the project area) in the absence of any food distribution. Training financed by the monetization included education of both parents on causes of child malnutrition.

· Also in Guinea, monetization is providing adult literacy programming, making a great difference, especially for women. One beneficiary stated that the value of literacy was so impressed upon her through the program that she would ensure her children are educated.  The monetization program benefits not only the clients but also improves the relationship between the PVO, its partners, and the government of Guinea.  Oil containers (20 liter pails) are being converted into products such as bathtubs and watering cans, producing a secondary affect. 

· In Mozambique, there has been a significant decrease in hungry times, and increases in household income, dietary diversity, and market accessibility through tertiary roads.

· Also in Mozambique, the monetization process has improved the capacity of the Mozambican government to apply for Title I through the awareness raised by monetization via Title II. (Note that the presence of Title I programs can cause problems for Title II due to untimely arrival of commodities.  This problem can be alleviated by better inter-agency communication.)

· In Ghana, training provided by the program has enabled democratic processes to develop (election of locally selected representatives).  Working with underserved populations has enabled greater income to families (fruit trees, cashews) and greater household livelihood security.

· The Chad program goal is an increase in months of household food security. During the final year evaluation, a near-drought occurred, and villages which had received training for several years in coping mechanisms, post-harvest loss reduction, and health/nutrition were able to maintain their food security status without having to sell critical assets (villages that were new to the project, and who had not received much training were much less able to cope, and did sell assets).

· In South Africa, a Food for Progress monetization program supports black farmers with farming procedures, soil preparation, and organic production; the project has built commercial infrastructure (produce storage, dam rebuilding/renovation, irrigation canal renovation) to enable farmers to sell produce.  The impacts will be quantified in the coming year with produce storage and exports.  With program training, a group of twelve women has started peanut butter production using their own peanuts (which they grow), and produce under their own label.  Training is now being provided in financial record-keeping (in Zulu), and there is still a water quality issue which is also being addressed by the project.

Organizational Philosophy of Monetization
Participants were then asked to define some of the basics of Title II programming, as a prelude to discussing the need for organizations to define how they approach monetization.

	Questions
	Answers

	What are the primary purposes of Title II programs (according to USAID)?  
	Emergency programs and non-emergency programs

Health and agriculture (improvements in household nutrition, increases in agricultural productivity – allowance for safety nets)

	Where does Title II food come from?
	USDA (US Dept. of Agriculture)

Grown on US farms (US products)

	How is Title II food purchased?
	Bought competitively in the market via public tenders (not surplus)

There is no strategic reserve in the US (unlike other countries)

The only surplus currently is Non-Fat Dried Milk (NFDM), which can only be used if it will not discourage breast-feeding. (Guidelines for the use of NFDM are on the USAID Website (www.usaid.gov). Agencies using NFDM can also request fortification with Vitamins A & D.)

	Where does the money to purchase TII food come from?


	“The Farm Bill” (amended 2002, previous bill in 1996): US agricultural legislation (food aid represents less than 1% of the bill)

Results of bid invitations can be viewed in the KCCO (Kansas City Commodity Office) website. 


In the current FAM ISA grant, 3 areas were identified to build PVO capacity: 1) local capacity building; 2) monitoring and evaluation; and 3) monetization.  PVOs provided feedback on their needs for monetization programs to FAM.  Priorities which could be collaboratively accomplished were identified as:

· Development of a common monetization manual (“how-to”), to compliment the Food for Peace Monetization Field Manual

· Value in exchange of best practices and case studies: Themes identified were: best practices, lessons learned; tools for sales;

· Bellmon Analysis preparation; draft of joint monetization agreements;

· Conducting market and end-use surveys; when to monetize and when not to

· Procedures for 3rd country monetization; monetization for endowments (not encouraged by FFP) 

· Ongoing collaborative mechanisms (chat room?): this has not occurred as planned due to the possibility of legal liability if poor advice was given.  (The FAM website has become a proxy for this goal.)

Concerns & Comments from Participants

· How many people are really touched by these (FAM) programs? There is a challenge in getting national staff involved in FAM collaborative activities.

· There is controversy over whether or not monetization displaces local industry in-country.  (Ethiopia)  Good market analyses, transparent programs, contact with industry & government in country can help to alleviate concerns. (Risk management could include a consultative committee of local stakeholders which does not have authority over the program.)

· PVOs need to follow up on impacts of programs with beneficiaries, and encourage buy-in from government ministries.  However, turn-over of government ministers (and USAID mission staff) is a problem which impacts relationships. (Example of positive impact of these relationships: ADRA health program manuals were adopted by host country government after a constructive relationship was built.)
USAID Priorities for Monetization:

1. Impact on the Market

2. Programmatic Use of Sales Proceeds (improvements in household nutrition and increases in agricultural productivity)

3. Micro-credit, education (lowest priority)

The Global Food for Education Initiative (GFFEI) is viewed as an alternative source of funding for education programs.  Micro-credit may be viewed as less sustainable if funded by monetization.

	Why is there an advantage/disadvantage in monetization (over direct cash resources)?

	Advantage
	Disadvantage
	Neutral

	There is the possibility of getting more than budgeted via monetization
	Humanitarian crises affect the ability to monetize.
	It depends on the situation in-country.

	Michigan State University (MSU) study noted that first best option in a food deficit country is monetization (although the study noted that generally, the first best option is cash), due to the multiplier affect of bringing a needed commodity (food) into the country.
	
	

	Monetization builds character (in PVO staff) – this is the only type of work which crosses over to the private sector (and builds job skills in local staff).
	People occasionally are not dedicated to the cause, however, this is the exception to the rule
	

	Builds appreciation/ knowledge for challenges faced in generating resources; challenges the entitlement mentality often present in development programming.

(Example: The Guinea arbitration (Africare, as a result of an injunction by a powerful trader, in order to not pay the last two payments of the bank guarantee) set a precedent for the entire country.  A Committee of Arbitration was formed, building the legal system.  The result was in favor of the PVO, and the trader has paid in full.)
	
	


Thoughts on the Philosophy of Monetization

An organizational monetization philosophy is important because it demonstrates and sets forth the expected programmatic impact of monetization (not just resource generation) for staff and donors.  Procedures are not philosophy.  Monetized food aid is unique because: (1) It is a valuable asset paid for by US taxpayers, obligating us to treat it differently than “free food”; (2) We assume we are receiving a desired, quality product (though ensuring that it is a quality product requires assistance from US suppliers); and (3) We are professionals and we must know our business environment, and be enabled not to make a bad sale.

FFP is also in a difficult position because food is being redirected from development programs for emergencies, however, they are mandated by law to dedicate 75% to non-emergency programming.  It will be easier for FFP to justify approval of monetization programs which can demonstrate programmatic impact through the process of monetizing.

Philosophy of Monetization Group Exercise

Grouped by agency, participants were asked to answer the following three questions:

1. What is your agency philosophy of monetization?

2. If you do not have a philosophy, what are the reasons you should have one?

3. Think outside of “resource generation” as the reason for a monetization program.  How can movement of food through infrastructure be used to encourage a development impact?  List your recommendations for a philosophy.
In reporting their answers, all participants stressed that they were not speaking for their organizations, but giving their responses as individuals.

	Agency
	Thoughts on Philosophy

	Catholic Relief Services (CRS)
	In the past, CRS philosophy has been reactive (rather than proactive) focusing on “doing no harm”.  In the future, a proactive approach is anticipated (eg, looking at market impacts of sales, crop diversification).  CRS principles (social justice philosophy) have not addressed positive food security impacts of monetization, only negative market impacts.

	World Vision
	The transparency and professionalism of the process is critical in the goal of bringing hope to communities.  Programs should not be undertaken if these principles can not be met.

	Adventist Development and Relief Agency (ADRA)
	The philosophy is a sub-set of ADRA resource management philosophy.  Food aid is a valuable resource which must be prudently managed in order to augment its original value. The effects of the process must be seen as beneficial both by the donor and the affected community.  In food aid management, transparency, honesty, capacity building of the local community and others involved (agency staff), are critical.

	ACDI-VOCA
	Monetization is a development activity, and high quality commodities and services must be offered to buyers.  For the agency, proceeds and market development must be maximized. Training sessions to increase participation and encourage small traders are used to achieve these goals.  Imports for multiple buyers have increased milling capacity.  Commodity outcry auctions are used to increase transparency and trust, developing a market-driven sales process.

	CARE
	Monetization is managed by an independent unit. Poverty alleviation is key – programmatic impact is maximized through resource generation. 

	TechnoServe
	Generation of proceeds with the aim of poverty alleviation and increase of beneficiary incomes.

	Africare
	We see monetization as a development tool, primarily.  We recognize the value of the goods being monetized, and understand that professionalism is required in the process.  We seek to build markets, local staff capacity, community and business capacity.  Items which could be incorporated into an Africare monetization philosophy:

· A core group of people must be built who understand and are committed to the process, in order to change people’s paradigms.

· Infrastructure development (ie, port services) - the market is also built through increased safety and capacity at the port, which makes the port desirable for external traders.


Participant Question: What is the relationship between the development impact of monetization and the commodities available for monetization under Title II?

The director of Food for Peace (FFP) can remove commodities which are in short supply, or include commodities which are not for human consumption.  There is no permanent list of Title II commodities.  FFP must study the cost and benefit to programs of a specific commodity.  Congressional mandates state that 75% of Title II commodities must be value added (bagged, processed, or fortified), which leads to FFP preference for these commodities over bulk commodities.

Principles of Contracts

Thomas Gibb of ACDI-VOCA Cape Verde presented the next section on principles of contracts.  Slides used for this presentation can be found in a separate annex.  He stressed the need to double-check the correctness and validity of simple contract information such as names and addresses, which can be used by buyers as technicalities to get out of a purchase contract.  Also, PVOs must ensure that the buyer is actually authorized to sign for the purchase of the commodity.

Participant Question: In small lot auctions, how can a PVO avoid buyers leaving the commodities in the warehouse?

In the contract, specify a time by which the cargo must be collected, or else the sale is void and the commodity can be resold.  Another option is to add a penalty clause for delay in collecting the commodity and charge warehouse fees for every day after the collection date that the commodity remains in the warehouse (this can backfire, however, if you don’t have enough warehouse space).  Prior to signing the contract, buyers should also be notified that they must pick up their commodities by the specified date with no exceptions.  This is critical buyer training, especially in small-lot auctions.  It is in everyone’s interest that the buyer is successful.

Participant Question: Can USAID logos be used in promotion (or are there copyright protections)?

Regulation 11 states that USAID logos must be used in certain cases, to give credit to the donor (eg, USAID logo in conjunction with PVO’s logo) on t-shirts or sale advertisements.

By taking possession of the commodity, the buyer accepts the commodity “as is”.  However, difficult issues can arise when there is proof that the buyer is not at fault for commodity deterioration, or the wrong commodity was shipped to the PVO.  These circumstances can be mitigated by a contract provision for buyer discount or renegotiation in the event of defective commodities (since in some cases, defects can not be verified until after the buyer takes possession).

Participant Question: What are the implications if commodities are diverted for an emergency?  Might this become more prevalent in the present climate?

It could possibly happen.  The PVO could be sued by the buyer in the event that commodities are not delivered due to diversion, however, there are ways to alleviate this problem contractually.  ACDI-VOCA uses a clause in contracts stating that the buyer will not hold ACDI-VOCA accountable for non-delivery.

Witnesses are also critical to ensuring that contracts are transparent and fully understood by both parties.  Care should be taken to verify that the buyer or their witness is literate (so that the buyer is not able to claim that he or she did not understand the contract terms on account of being illiterate).  In all cases, many complex contract issues are subject to local law.

Contract Review Group Exercise

Participants contributed contracts to be reviewed in this group exercise, led by Thomas Gibb.  Due to the enthusiasm for the exercise expressed in the number of contributions, it was decided that small groups should take one contract and review it, then report back to the larger group as a whole.  The groups were reminded that country-specific considerations can affect what can and can not be put into a contract.

Group 1 reviewed the contract from Rwanda, noting that:

· The signature line should include place & date of execution, and note which country’s laws are applicable to the contract.  (Both the PVO’s US and Rwanda logo appear on the contract – whose laws are applicable?)

· More room could be made for buyer information (address, etc.).

· Exact delivery terms could be better specified (eg, at the moment of title or liability transfer, if an accident occurs, specify at which moment the seller is responsible and at which moment the buyer is responsible).  The group noted that this is an important element of all contracts.

· No payment mechanism is specified, and no payment timing is included.

· In the Laws & Disputes section, a single arbitrator is specified, but who the arbitrator is, and where the arbitration would occur is not specified.

Group 2 reviewed the contract from Uganda, noting that:

· The PVO’s US address is used, rather than the local address, however, the grant from USAID is given to the PVO as an organization (based in the US).  The PVO should choose whether the local or administrative address will be used. (“…PVO in the US as represented by PVO Uganda…”).

· In some countries, a local address is required to make the contract a binding, legal document.

· A PO Box is not a sufficient address in most cases (not in Ugandan law, where a PO Box is sufficient).  Some small buyers do not have a physical address.

· No duty or tax information is specified.  In a warehouse sale, tax is passed on to the buyer and this information should be clear to the buyer in the contract.  (This could also help PVOs show that taxes are paid on sales, thus not disrupting the market.)

· Over-specification of the commodity properties can be dangerous to the seller if the commodity is not exactly as specified.

· No exchange rate is specified. (The sales price should be specified in dollar terms, as recommended in the FFP Monetization Field Manual.) The dollar recovery rate could be helpful in reporting.

· There is no force majeure and no provision for amendments to the contract.

· No witnesses or names of the PVO representative and trading company representative are included.

· Legally, the contract should be on a “neutral” piece of paper (ie, not PVO letterhead).

· “Transferability” of commodity title from buyer to another buyer could be specified (for example, use waybill numbers as a transferable document).

Group 3 reviewed the contract from Mauritania, noting that:

· There is no specification as to how quickly the commodity can be moved.

· A positive aspect of the contract was that the exchange rate was verifiable (and place to verify was specified) for both buyer and seller.  (www.oanda.com) 

· According to the contract, the buyer is allowed to make the payment in installments, secured by bank guarantees.  (This could be a disadvantage where currency fluctuates a great deal.)

· The adjustment of payment (if the amount of commodity is different) can be made 60 days after purchase.

· USAID requires a surveyor to be present.  In the contract, the seller confirms a surveyor is present, and the buyer confirms to the seller that a surveyor is present. This is meant to be an acknowledgement by the buyer that a surveyor is present.  (In any case, the seller should have a representative present.  The buyer’s and seller’s surveyors should be different people, in order to protect their own interests.)

For inland transportation, claims collected on losses are kept by the PVO.  Ocean claims go back to the USG.  (According to General Counsel.)

· This contract specifies that US laws will apply, and states clearly what US arbitrators will be used and in which US state arbitration will take place, in contrast to yesterday’s Guinea example where pursuing the claim in Guinea lead to a precedent and development of Guinean legal system.

· The group also noted that a contract # on top of the Niger contract was a good idea.

Group 4 reviewed the contract from Mozambique, noting that:

· There was no information in this contract about what type of financial instrument was backing up the sale.  There is language about a down payment via performance bond, however, the performance bond is only 5% of total.  How is the other 95% guaranteed?  The PVO is exposed to a great deal of risk in this case.

A history of payment has built trust between specific buyers and the PVO.  Some clients are unable to afford a Bank Guarantee, and in the sales climate of Mozambique it is difficult to find a buyer without incentive (no Bank Guarantee is an incentive).  The price could incorporate cost of an LOC or other method, however, so that the seller is covered.

· The buyer’s ability to make claims is not specific enough to include what happens after the initial 72 hour period.  The paragraph should include that the buyer waives ability to make claims after the 72 hour period.

In commercial wheat sales, a discount is given based on dockage.  This is done at the discretion of the program in Title II.

Group 5 reviewed the contract from Mauritania, noting that:

· Information on the type of vessel and its selection is given, but it is unclear why it is there.  This information is not determined by either buyer or seller, but by the USG (as stated in the contract).

Agreement with buyer stated that the buyer would be advised about the type of vessel coming (since in the past US vessels had not been appropriate for the port).  The type of vessel is specified in the Call Forward. 

· There is no witness information in the contract.

Group 5 also reviewed the contract from Niger, noting that:

· Specification of “American Rice” should be germane with the FFP commodity list.

· Specify that the bank certifies the deposit has cleared from buyer’s account to seller’s (rather than relying on the buyer’s word).

· Include a clause to cover both overage and underage.

In Francophone countries, the English version of the contract is binding, however, this is not sensible in countries where the majority of people are French-speaking.  Must sales agreements to be in English? This could also be an agency requirement, rather than a USAID requirement.  The legally binding contract version may also be affected by local law.

Reasonable Market Price

Lee Thompson of Africare led Tuesday’s final session on Reasonable Market Price.  The following text from the FY2004 FFP Policy Letter was displayed for participants:

	“Following are further clarifications regarding the use of monetization in the Title II non-emergency portfolio for FY 2004 activities:

FFP believes the benchmark of 80% C&F (commodities and freight) or 100% FAS (free alongside ship) whichever is greater is now inconsistent with the statutory language noted above.  Consequently, the Program Operations Division of FFP (FFP/POD) is revising the Monetization Field Manual language on cost recovery.  New language requires that the CS attempt to set a sales price which 

1) Represents the fair market value of the commodity in the country in which it is being sold; 

2) Does not depress the price of locally produced commodities in accordance with the 1977 Bellmon Amendment; and 

3) Does not undercut normal commercial practices.  It should be noted that report language was also included with the 2002 Farm Bill legislation, which stated that the new provision is intended to be consistent with the goal of maximizing proceeds from commodity sales.  The report also listed several factors, such as USG acquisition costs, transportation costs, localized factors that may impact market prices, and U.S. and world market prices of the commodities, that should be taken into consideration when deciding whether to approve a proposed sale of commodities at the local market price.

Thus for an initial DAP submission, the CS should provide information which: 

1) Discusses the anticipated sales proceeds for the first fiscal year of the program; 

2) Describes the methodology used to determine the reasonable market price in the economy where the commodity is sold; 

3) Includes a survey of market prices for comparable commodities in the local markets; and 

4) Provides an analysis of cost recovery in terms of cost to the USG for commodities and freight.  The Missions will then review and certify the validity of the information provided.  

USAID will then review and approve those monetization proposals which demonstrate the ability to generate sufficient resources to justify the use of monetization proceeds to fund the program.  Once a monetization plan is approved, if market fluctuations cause commodity prices to drop below the anticipated sales price provided in the monetization plan, FFP will not approve additional commodities to make up the shortfall.  The CS must either fund the shortfall from other sources or reduce the program to reflect the reduction in anticipated monetization proceeds.  Conversely, if market fluctuations cause commodity prices to increase above the anticipated sales price, pipelines would be adjusted accordingly in the out-years of the activity.”


Participants contributed examples of their organizations’ current market price survey practices:

· We check our price against other local brands.  One project collects data on 14 up-country markets (for cooking oil, wheat flour, and rice), which is provided weekly.  

· We check import prices landed at port (from an inside government source) for wheat, rice, and oil. 

· Local authorities monitor regional prices, and included vegetable oil prices for outlying areas at our request.  Staff monitor Conakry vegetable oil prices twice weekly.

· PVO office staff monitor weekly market price (3 markets in Niamey);our partner PVO monitors  inland markets.  Prices are compared with government office information for entire country.

· Millers tend to inflate prices of imported commodities (in Ghana) so they are not a reliable source of information.

· In Ethiopia, we take 6 samples in every region, work with local bank and customs, and local producers to determine how much oil is in country, to enable them to determine how much to bring in.

· We use data from government ministries and market retail price information (but Customs would not release commodity values to us).  The broad varieties of rice available make it difficult to find a market average price.  (We could use a “proxy rice” that does not have the same specifications but has usually sold for a similar price, as a price indicator. It would not compete with the Title II commodity.)

· In Madagascar we conduct a market price survey.  Whenever imports come from another African country, they deflate local market price because duties are not applicable.  Wheat flour tax is particularly high (56%).

Participant Question: How do you factor in the impact of distributed oil?

· In Rwanda, during distributions people go to the refugee camps to get oil which they can sell in local markets (which can also happen in Food for Work distributions).  This impacts local prices (near to the camps), because the distributed oil is sold at a lower price.  However, there is no significant impact where monetization sales occur because there is no distribution in those areas.  (However, distribution causes up-country buyers to remain in their areas rather than coming to Kigali to purchase the monetized commodity.)

· Should we get rid of “Not to be sold or exchanged”? We should add a sentence into the inspection contract to ensure that markings are correct. Is the “white band” adding value, or hurting monetization? Does this hurt branding?

· Inconvenient commodity arrival (eg, right after a distribution) can also affect ability to sell.

Lee then noted that in the short term, FFP is still using benchmark to determine cost recovery.  However, in the near future, PVOs will need to show twelve months of price information with methodology for data collection.  This data will determine reasonable market price.  However, note if the importation occurred in a high-price period.  Include qualifiers relevant to the local situation (such as a concurrent WFP distribution, the rainy season, etc.).

South African Grain Information Service (SAGIS) is a good source of external price information. (http://www.sagis.org.za)

There are major differences between a commercial importer and a PVO (for example, commercial importers do not need to use US flag vessels for 75% of their shipments).  When commercial programs are compared to PVO programs, they are apples and oranges!

Participant Question: Is there a reason to accept more than the average price? 

Money in the bank is protection against US government changes over the program lifetime.

Participants discussed their answers to this question: Given the uncertainty of arrival times and price fluctuations, would you pick a median or an average price?

· If a PVO uses the high point of commodity prices from its data, what will happen if the price goes down?

· Time series data (over multiple years) will enable a more accurate estimation of reasonable price.  The futures market could also provide information for projection.

· Note value of US$ to local currency over time, since programs report in US$.  Production & consumption levels of the same or similar products could also be informative.

· Using suppliers’ prices (FOB) will mean you must include costs from the supplier to the U.S. port.

· Reasonable market prices will help to ensure that you can continue your program if prices go down.

Participant Question: Where do FFP commodity prices come from??

We are not sure, however, they often do not match with producer groups’ prices. Some producer groups are currently protesting.  Through the FACG (Food Aid Consultative Group) and FAM Monetization Working Groups, feedback was given collectively for the policy letter by PVOs.

Participant Question: Will each agency (even those in consortia) need to provide this information?

Possibly.  It may be that the lead agency will be responsible for it, however, all partners may assist in data gathering. Tracking price information over time will also enable PVOs to avoid or mitigate attempts to tax (by host country government) based on allegations of “disturbing the market”.

Caution: PVOs do not have the ability to sell for whatever price they can. If cost to the US taxpayer is not sufficiently recovered, FFP is less likely to approve a program in the future.

The goal is to sufficiently resource programs and simultaneously provide good impact on markets in countries where we work.

The FAM Monetization Manual does not have a philosophy of monetization, but this would be useful to develop.  When developing a monetization philosophy was mentioned during planning of the manual, FAM members were concerned that the wide range of sale types would mean one method was favored over the other, and so a philosophy section was not added.
Joint Monetization in Ghana

Mr. E.Y.G. Kumozdie, Commodities Manager for CRS Ghana, presented highlights of the Ghana consortium’s joint monetization program, where CRS is the lead agent.  A copy of the presentation used is available in a separate annex.  A discussion of various aspects of the consortium in Ghana, versus other consortia in Africa, followed the presentation.

Mr. Kumodzie noted that due to government support of domestic production, there is now an expectation that Ghana will soon be flooded with rice. Grade 5 is not considered commercial grade by USA Rice. FFP has allowed procurement of better-quality rice as a result (Grade 2). (For more information, contact Gail Carlson: gcarlson@usarice.org; or Peggy Sheehan pegshe@aol.com.)

Participant Question: Will the new Farm Bill make it easier to do Third Country Monetization? 

Not necessarily.  In Ghana, the question was how will the revenue be transferred to the commodity owner (from USAID Mission).  US$ are not necessarily needed to transfer ( in order to avoid conversion costs).

Participant Question: How do you change from one lead agent to another in the consortium?  (When CSs are monetizing different commodities or capacities change in consortium members.)  

This is set forth in the MOU. For example, rice sold belonged to OICI, which had not done its wheat call forward (commodity was converted from wheat to rice).

In Madagascar, the MOU allows CSs to change lead agencies every few years (or as needed).  ADRA volunteered initially, then the lead changed to another CS after two years.  As this is a newer program, this choice was made by the PVOs, not by the USAID Mission.

Participant Question: Can CSs just vote to change lead agent if the current lead is not performing? For example, in the Niger consortium, could the monetization office not be moved from Africare (current lead agent) to another easily?  

Since these staff and the equipment are under Africare’s budget, it may not be so easy to move them. If a lead agent is not performing, documentation of problems could make it easier to enact change.  (However, if the lead agent has been installed by USAID, this can make it difficult to change leads due to Mission objections.) If non-leads do not have a host country FFP agreement, changing leads is more complicated because of the paperwork involved.  (However, the General Counsel is pushing for each PVO to have its own host-country agreement.)  In working together in a consortium, all members communicate because all have the same goal – to monetize in a timely manner and provide revenue for programs. PVOs do not operate in a vacuum within consortia.  (Recommending a change in lead agent is not as easy as it sounds! It can be difficult to say this to colleagues.) Also, if a lead agent receives additional funds for its position, this is an incentive not to give up the lead.

There is a greater recognition now (than in the past) that monetization is extremely difficult, and being a lead agent in a consortium is problematic.  However, what are the criteria by which we judge our peers? These criteria do not formally exist.  However, each monetization instance is unique.  How can a standard set of criteria fit all these situations? (Yet, there are cross-cutting issues in all programs – could these issues not inform criteria?)

The Mozambique consortium developed a set of criteria for lead agent performance (vetted by the USAID mission)which involved timely reporting, communication about sales, etc.  These criteria were not country-specific.

Participant Question: Do consortia require that other non-lead members have experience in monetization (ie, in the event that additional staff are needed)?  Is this a requirement? 
No, it is not required but it is a very good idea.  It is a reinforcement of the lead agent, and as these are consortia, it is logical that all members understand the process. Liability also falls on each PVO in the consortium, not only the lead agent.  Therefore, it is in each PVO’s best interest to have people who are knowledgeable on staff – these staff could be regionally located (as it would be difficult for each PVO to have an expert in every country where they work).  There should also be an understanding among consortium members that each is a stakeholder in the process, and it can be difficult for some agencies to have regional presence. (In many current consortia, all decisions are voted on by members, and minutes of each meeting are kept for transparency.)

ACDI-VOCA Rwanda’s P.L. 480 Title II Development Program: Small-Lot Auctions

Rulisa Kimenyi and Barry Elkin from ACDI-VOCA Rwanda presented ACDI’s strategy for small-lot auctions.  A copy may be found in a separate Annex.  The small lot auctions aim to engage smaller buyers in the bidding process, and promote greater competition.  These mobile auctions move around the country in an effort to stimulate participation, as well as enhance availability of the commodity (vegetable oil) in remote areas. As a part of the auction process, training in the bidding process is provided to smaller buyers who have not had the opportunity to participate before, adding value and increasing the positive impact of the monetizations.

ACDI-VOCA Rwanda has been formally monitoring some of the impacts of its monetizations through three indicators in its DAP: (1) MT monetized by commodity; (2) Average number of bidders per sale; and (3) cumulative number of traders trained by the program.  There has also been a marked increase in women traders’ participation since the small-lot auctions began, in addition to increased commodity in rural areas, and increased income for small traders (leading to greater food security).

One of the questions that ACDI-VOCA Rwanda is now asking itself is, “How can we develop an exit strategy, so a commercial auction system continues after ACDI-VOCA leaves (without the need for another development program)?  Should this be built into the DAP or not?”

Participant Comment: Could other local producers use the tender system developed in Benin by CRS to sell their own products? Would this system be attractive to them (as a part of the development of the business environment)?  The first client, however, was UNHCR, who requested that CRS do their procurement.

The development objective is that people who previously did not have access to goods now have access to them and can spread them into out-lying areas (a food security affect in addition to a market impact).  The point is skill-development; the system does not necessarily have to continue exactly as set up by the PVO.

Participant Question: How do you stop collusion among the buyers?

Buyers are not organized to this point yet.  In the future this could become a problem as their skills and experience grow.

Participant Question: Would it be a good idea to examine the positive impacts of monetization in DAPs (ie, via indicator and formal, externally reported monitoring), in order to strengthen support for monetization programs?

The “monetization of choice” is that which has market impact.  We need to talk about it and demonstrate it to others.

Visit to the Port of Durban

Following the ACDI-VOCA Rwanda presentation, participants toured the port of Durban.  This tour was organized by Janine Scott of Africare with Captain Steve O’Mahoney of Control Union, Inc.  Participants witnessed U.S. wheat bound for Lesotho being off-loaded from a World Vision ship (a non-Title II program), toured a local grain storage and bagging facility at the port, and visited a Pannamax vessel off-loading commercial wheat.

(Insert Picture here: Participants at port in front of World Vision ship)

Financial Instruments: Bank Guarantees, Letters of Credit, etc.

Thursday morning, Allan Bernhardt, Trade Sales Manager for Standard Chartered Bank’s representative office in Johannesburg, South Africa, made a presentation on financial instruments.  He briefly covered the history of Standard Chartered Bank before moving on to discuss sales contract terms, letters of credit (LCs), and bank guarantees.  A copy of his presentation may be found in a separate annex.

Allan noted that an LC should not say “clerical errors acceptable” because the bank can not say what is a clerical error and what is not. Banks look only at documents, and will look only at documents called for in the LC.  Such a clause could be in the sales contract, however.  Participants had many questions about financial instruments in Africa, which are shown in the table below along with Allan’s answers.

	Participant Questions
	Answers

	If Standard Chartered in Tanzania is a branch of the London office, what is the increased risk for the bank in Tanzania?
	There is no bank risk – the bank is solvent.  There is country risk, however, as the availability of foreign exchange could affect your ability to receive payment.  This is why the confirmation comes from London.  If there is a currency devaluation, the Tanzanian bank might not be able to pay, however, confirmation from London means that your funds are allocated and available. 

	Does SC issue LCs in local currency?
	That depends on who requests it (and the marketability of the currency) – acceptance of local currency LCs is more likely to be regional.

	In our situation, the buyer and seller are in same country.
	In that case, this should not be a problem and LCs should be issued in local currency.

	What is put in place to determine the delivery date?
	The beneficiary needs a minimum of a month’s notice to examine the LC.  A bill of lading has a 21-day availability, but can be shortened.  The LC typically expires 21 days after the shipment date.  After an LC is issued, it should be sent to the beneficiary as soon as possible in order for him or her to determine whether or not the shipment period is adequate.

	What’s the best way to ensure the description of goods on the LC matches the bill of lading?
	A copy of the LC should be given to your freight forwarder, and the description can be copied exactly to each critical document.

	The documents are often in order, however, what happens when the commodities which arrive are not those which were specified on the LC?
	This is one of the pitfalls with LCs, when the documents are in order “on their face”. There can be a payment prior to receipt of goods (whatever percent), and a payment afterward upon signing of a letter that the customer is happy with the goods.

	Could a clause be inserted that if the specs are the same at the US port and at the port of delivery, that is the condition for payment?
	Yes.  You can put whatever you want in the LC, provided buyer and seller agree to it.

	Are there variations (within Africa) based on local custom for what documents are acceptable as a method of payment?
	Most of the time, banking practices are the same as long as the advising bank has confirmed that the documents are in order.  However, local laws can affect what documents may be used.  The applicant can also instruct the bank to thoroughly review the documents (in order to find discrepancies), however, this matter is then between the applicant’s bank and the beneficiary’s bank.

	Which person is charged for a bank guarantee?
	The applicant pays.  There may be a small advising fee, which would be paid in any case (whether using an LC or a bank guarantee).

	If a discrepancy is not material, will the bank ultimately have to pay (eg, a name is misspelled)?
	If the LC is confirmed, the beneficiary is paid. If non-material discrepancies are discovered afterward, the matter would be between banks and it is unlikely to affect the beneficiary.  The applicant could also claim faulty goods, which would prolong the matter.  Typically, the issuing bank is trying to find discrepancies when the applicant is unable to meet the payment.  SC is unlikely to work with a bank which they feel is not trustworthy.  With an unconfirmed LC, the bank will check the documents and ensure they are in order, but will not pay the beneficiary unless the money is transferred from the applicant’s bank.

	How do you determine whether or not a bank is trustworthy?
	SC has a unit which examines other banks before establishing a relationship, in the same way that they would examine a business customer.  There is an account manager for each bank.

	What are the requirements for bank guarantees? In some situations, a bank says that the central bank controls how much guarantee they can give at any one time.
	The bank guarantee has the same solvency requirements as an overdraft or loan. In country-specific situations, bank guarantees are often related to the availability of foreign exchange.  In some cases, structured or off-shore finance could be used.  The local bank should be able to assist.

	What is the return of bank guarantee in your bank.
	(For South Africa only): 1.2 per annum.  It varies from place to place.

	Is it possible that a confirmed letter of credit is not advised?
	This should not occur (although it occasionally does).  Most banks will not issue LCs that can not be confirmed.  

	Is there a reason you don’t have a presence in Mozambique?
	When Standard Chartered sold Standard Bank and left SA, part of the agreement was also that they would leave Mozambique.  SC used to own Standard Totta in Mozambique.

	Does SC publish country risk pricing and is it open to negotiation?
	SC has an economist who does publish an African economic report.  It is difficult to update country risk data because of the number of factors which contribute.  There is room for negotiation, however, it may not be as much as desired due to local conditions.

	Are there problems if the payment process goes through one bank (both for buyer and seller)? In many countries where we work there are few banking options.
	This could be done, however, there could be problems in the bank favoring one customer over the other, depending on which is more invested (or provides greater return to the bank).

	If there’s no bank risk, and the LC is issued, is there a need to confirm it?
	There’s still risk depending on the country location of the bank.  This also depends on your perception of the risk of non-payment.  It should be cheaper to confirm an LC within one country, rather than between two countries.  You do not need a confirmed LC, but confirmation is useful to ensure payment.  With an unconfirmed LC, there is always risk of non-payment to the beneficiary.  


West African Payment Instruments

Sandrine Chetail, Regional Monetization Advisor for CRS in West Africa, presented her study on payment mechanisms in West Africa.  A copy of her presentation, hand-out, and case study are given in a separate annex.

Sandrine’s study focused on the availability, use, and acceptability of various types of payment mechanisms in West Africa.  She concluded that Bank Guarantees, Letters of Credit, cash in advance, or a traite avalisée were the most secure and best accepted in West Africa.  In general, however, there is no one payment mechanism which suits both buyers and banks equally well – payment mechanisms which are the most secure for banks are often the least-accepted by buyers in West African markets due to traditions and experience or requirements which buyers often can not meet.

Sandrine followed here presentation by presenting a case study to illustrate some of her points.  The case study incorporated a fictitious CRS office which called forward commodities with a signed contract which stated that the buyer would provide a letter of credit within 30 days of the signing.  However, after the call-forward, the buyer’s bank refused to provide the letter of credit, citing the country’s political instability.  In the case study, the CRS office has no storage units available to accept the commodity.  Sandrine then asked participants to react and comment to three different questions – one which required participants to define the issues faced by the fictitious office in this scenario. The other questions for participants posed two different solutions which required either potential changes to the contract, which participants were asked to define, or a stand-by letter of credit, which participants were asked to evaluate as a solution.

Taxation and Import Duties

Lee Thompson of Africare led the late afternoon discussion of taxation and import duties, an issue becoming more and more important to monetization programs in Africa as various African country governments change.  Lee began by defining what is and is not taxable according to US regulations, and then asking participants to respond to questions (shown in the table below) from within their own country context.

Country-Specific Issues & Types of Taxes

1. USAID regulations say taxing monetized proceeds is allowed.

2. Taxes on distributed commodities are not allowed.

3. According to regulations, PVOs must have a host-country FFP agreement, which would typically include a section on treatment of taxes and duties.

In some countries, however, PVOs have been told not to seek a host-country agreement!

4. How many represented here have a country accord (not a host country FFP agreement)? (see table below)
Great variations exist in the types of agreements PVOs have with host countries.  When the government changes, the agreement is not always durable.

5. How many have Host-Country FFP Agreements? (which outline types of activities, treatment of commodity importation, whether or not duties must be paid, and establish that you are free to operate in the private sector and feed proceeds back into your programs – the ministry with which you have this agreement may depend on the type of activity) (see table below)
6. For those with Host Country FFP Agreements – how many are exempt from taxes on import & sale of commodities (monetization)? (see table below)
7. Technically speaking, taxes should be paid by buyers, however, this does not always happen!  In your country, do buyers really pay tax in full or at all? (see table below)
	
	4. PVO has Country Accord
	5. PVO Host Country FFP Agreement
	6. PVO Pays Tax on monetization
	7. Taxes are actually collected

	Benin
	Yes
	Yes
	No
	Buyer is supposed to pay VAT – not sure if it is really being collected.

	Burkina Faso
	Yes
	Yes
	No
	

	Cape Verde
	No
	Yes
	No
	Not yet (VAT)

	Chad
	Yes
	Being renewed
	No
	

	Ethiopia
	Yes: Agreement negotiated for each commodity (lacks flexibility)
	Yes (provincial agreements)
	
	

	Ghana
	Yes: Programs approved on a case-by-case basis since agreement expired in 1994 (new gov’t will not renew)
	Negotiating with new government
	No
	Yes (VAT) – collected by PVO

	Guinea
	Yes
	Not sure
	Yes, tax paid but refunded to program through counterpart fund mechanism.
	

	Kenya
	Yes: Programs approved on case-by-case basis
	Yes
	No; buyer pays tax
	Yes (VAT)

	Madagascar
	Yes
	Some PVOs have one and some do not
	Some PVOs are exempt and some are not; all goods are taxed except where PVO has negotiated an exception
	Yes (VAT)

	Mauritania
	Yes: PVO is exempt from tax but pays 5% “Administrative Fee”
	Last agreement expired 1995; PVO has agreement with government food security ministry
	
	

	Mozambique
	Yes – with different agencies depending on the program
	Some PVOs have an agreement and some do not
	No
	

	Rwanda
	No
	Yes
	No (Possibly in the future; PVOs would be reimbursed.)
	

	Uganda
	
	
	PVO is supposed to be reimbursed, but this takes months.
	Yes (VAT)


Lee noted that host government contributions are not recognized by USAID unless deposited into a formal counterpart fund.  Otherwise, exoneration of taxes is not recognized as a host government contribution to the program.

Participant Question: Can the obligation of tax payment be passed on to the buyer?

What happens when they don’t pay? Very few African countries have a well-developed commercial sector, where people have more than PO boxes.  It is easiest to go after the PVOs because they have solid addresses. People without addresses are difficult to tax! Even where they do have addresses, the government’s own collection mechanisms are not enough to ensure tax is properly collected.

Participant Comment: We should ask ourselves whether or not we are doing a better job than the government could do with this money before going after the IMF. Maybe we should be paying taxes?

Perhaps, but not punitive taxes; tax rates high enough to negatively affect our programs are unfair.

Participant Comment: In Europe, VAT is not levied on food, children’s clothing, heating oil, and other basic goods.  It seems that it is being differently interpreted in many African countries.

Participant Comment: In Madagascar, the USAID mission has been very active in attempting to resolve the VAT issue, however, over four years it has not produced results.  A French NGO decided to just pay the VAT, which left the other agencies in a difficult position.  The change of government in Madagascar also affected this process – the agreement reached with the previous regime was not honored by the new regime.

	Tax & Import Duty Recommendations

· The local USAID Mission should assist PVOs in resolving the collection of taxes and duties by the host country.

· Where there are difficulties in developing a Host-Country FFP Agreement, the Mission should actively assist the evolution of the agreement. (Ghana, for example).

· The USG should speak with IMF/World Bank (who are requesting an increase in tax revenues from developing countries) about the effects of these recommendations as punitive taxes on PVOs. The point should be made that the vulnerable and poor are receiving fewer services as a result.

· PVOs should be more transparent in identifying how returned taxes are used to host-country governments (ie, # wells constructed).  This will enable the government to tangibly see how their monies are benefiting their people.

· PVOs present at USAID Country Directors annual meeting, to raise awareness on taxation issues. (Reinforcement from FFP would assist in persuading reluctant country directors to assist PVOs.)

· PVOs could suggest counterpart funds, which would enable host governments to satisfy IMF/WB requirements for tax collection.

· It is important for PVOs to educate host governments (and the US Government), as well as the commercial sector (US Agribusiness, et al) about the basics of monetization and its beneficial effects, so that they do not impede programs.

Tax & Import Duty Good Practice

In country, meet with purchasers and others in the local business community to explain how monetization proceeds are used, to encourage buy-in by these important stakeholders.

Cultivate a relationship with the US Agricultural Attaché, who can be a very helpful partner in educating the host government and US producer groups.

Regional meetings of partner PVOs to ground truth UMR #s – in W. Africa this has resulted in streamlining program reviews.  It has also resulted in a Bellmon Analysis website (which releases basic data from previous fiscal years).


Impacts of the 2002 Farm Bill

Lee Thompson also led the workshop’s final session on the potential and current impacts of the 2002 Farm Bill on PVO monetization programs.  She noted that the new allowance for sales in hard currency could provide a disincentive to purchase, however, in some countries traders are already buying in hard currency.  There is not an evident advantage to PVOs to sell in $US. In Latin America, for example, many importers are accustomed to buying in $US.  There can be great difficulties monetizing in local currency when it is unstable. 

Participant Comment: The addition of flexibility to the program is helpful – PVOs can conform to local custom, or can follow the fluctuations in currencies to their advantage.

The 416(b) program, while not encouraged, is technically still approved.  The funding for 202(e) changed according to the following:

Approved 202 (e) funding:
$28 million

 - Allotment for WFP:

$10 million

____________________________________

Remainder to cover $900

Million in PVO programs:
$18 million

 - Subtraction for ISA:

$5 million

____________________________________

Actual 202 (e) remainder:
$13 million

Title II increased to $1.2 billion in 2003 (this is the approved amount, but the budget has not yet been finalized or fully funded).  In addition, emergency programming is expected to increase and the funds & commodity will be taken from title II development programs.  It is estimated that an additional $600-800 million will be needed to fund emergencies in 2003 (on top of the 2002 1.2 billion allotment).  One proposed strategy for reducing monetization was an increase in 202(e) and a reimbursement for ITSH.

Participant Question: What do you anticipate about reductions in monetization?

Last year, monetization represented 67% of the total Title II budget. Note this also included supplemental approvals for the next year.

· 66% of monetization is being used to support distribution programs

Participant Comment: PVOs are not commercial entities, and monetize to support programs (primarily).  If additional funds were available, this would be a welcome change.

The reduction in Development Assistance (DA) funds has lead to increases in monetization.

Given the increased capacity of the PVOs to conduct monetization, if monetization were reduced, PVOs would likely lose advantageous skills and contacts in local markets over time. When the prevailing view of monetization changes again (to favor monetization), it would then need rebuilding.

A blanket reduction in monetization would not be good.  Where we have built capacity and monetization is working well, it would be a loss for development program impacts.  There are conflicting messages around the current Farm Bill – there are fewer constraints on monetization, but we are expected to monetize less.

There was a sense among commercial exporters that PVO monetizations were blocking US commercial exports, however, they do not trade in many of the countries where we work. In addition, when monetization is constrained, the logical effect is a reduction in commodity orders (which does not please the producers)!

While the Administration has indicated that monetization will be reduced from the current levels, they have not made additional funding available to make up for the loss of monetization funding.  This will, in fact, create a reduction in distribution levels (and complimentary programming) because we will not be able to pay for distribution without monetization. Ultimately, this will reduce food security (and food security programming) in the countries where we work.

Participant Comment: Forcing distribution programs in a development situation is the fastest way to disrupt markets.  While monetization is not always the ideal way to increase food security impact, it can be far more efficient than distribution.
Question: The statement has been made that “Monetization is inefficient.”  How do we respond?

Participant Comments:

We have evidence that direct distribution is more disruptive to the market than monetization.  Distributed commodities are not taxed, which reduces government revenue.  It is inevitable that some distributed commodities will be sold in local markets after distribution, because people also need cash, not just food.  

Distribution is further inefficient because the food must move two or three times more than a monetized commodity when it is sold (ie, rural distribution to urban market to rural market).

PL 480 was not intended to be efficient – the inefficiencies are built in.  Its goal is exporting US products (a political agenda) and providing humanitarian assistance.  Processors and packagers in the US also derive benefit.  Transport networks in the US who move the commodity to port derive benefit. Ports and the US Maritime industry (75% of PL 480 Title II must be shipped on a US bottom) derive benefit.

· Food aid represents 10% of US wheat exports.  Food aid is also a considerable share of dry pea & lentil exports.  Producer groups are aware of this.  For rice, 10-20% of total US exports are represented by food aid.

Participant Comment: At the WISSH Conference (Soybean Association), a comment was made that PVOs are only making $0.50-0.60 on the $ in monetization, however, we are not here to derive huge profits.  No one has ever studied the return on investment of distribution programs.

15% of US Title II vegetable oil comes from a particular company which employs the disabled (a policy “set aside”).  Due to smaller volume, the price is higher, making it more difficult to meet benchmark if it is set at the higher price paid to this company.  While employing the disabled is  a worthy cause, this is an example of the inefficiencies built into the program.

Participant Comment: Would it not be better to do a 3rd Country Monetization?

Yes, in theory, it’s good to sell where you can get a higher price.  However, while the guidance and regulations do not speak on this issue, the prevailing sentiment is that if the program is in a particular country, the food is meant for that country and should be sold in that country (and the proceeds used in that country).  Remember that Title II programs are meant for Low Income Food Deficit Countries (LIFDCs).  You can find the list of LIFDCs via the FAM website at http://www.foodaidmanagement.org/usaiddoc3.htm 
Participant Comment: Shouldn’t we be able to create the improvements in livelihood security without monetization, if we are the preferred vehicle for community outreach according to the USG?

The assumption by the USG is that cash transfers would be more efficient…however, there’s no cash! DA funding has not been increased. The Millennium Challenge Account ($10 billion) is not meant for most of the countries in which Title II programs are being implemented.  Of the three African countries selected for the MCA, only Ghana has a Title II program.

Participant Comments: 

In a recent FAM Workshop (Nutrition Works, Sept 5-7, 2001), a comparison of a Child Survival and Title II program in the same country was shown. (Child Survival is a cash resource, Title II a food resource).  Both programs had decreased malnutrition, however, the Title II program had a far greater coverage area because there were so many more resources (provided by monetization).  A requirement for food distribution would mean that fewer people receive assistance, and dependency on distributed food could be potentially (likely) created.  This could also lead to a reduction in capacity of the people to feed themselves (food security).

However, in some cases distributed food aid is an appropriate resource.  Once capacity is developed, and people are able to feed themselves, they no longer require the food aid.  Depending on the market, monetization may be benefiting the people who have always benefited from trade, with the spread-effects to smaller traders and the extremely poor.

It is worthwhile to consider commodity selection and how the types of commodities you use (eg, bulk versus packaged) can affect your local market.  (Example: in post-war Mozambique, sale of bulk wheat to local mills created jobs, increased food security and developed the industry. In this example, how would a change to packaged commodity make a difference in who buys and who is effected by the sale?)  There are complaints about the sale of bulk products from the commodity and packaging industry in the US, due to the requirement that 75% of Title II be “value-added” – packaged, fortified, etc.  However, in some cases such as Mozambique, it makes sense to sell bulk commodities.

Are any non-emergency programs here today planning distribution programs as a result of the recent policy environment changes?

· New DAP is oriented toward FFW and nutrition programming.  Both FFW and direct distribution will be used.

· New DAP includes LIFE Initiative (distribution of commodities for children & families affected by HIV/AIDS).

· Development of soy food industries as supplemental feeding for people affected by HIV/AIDS is one option being considered. (WISSH)

Participant Question: Where will ITSH for LIFE come from? 
You should be reimbursed for this because you are distributing food.

Future of the FAM Monetization Working Group

· In current ISA Round (1999-2003), the group consciously decided not to work on policy, rather on skills development.

· For the future, we may consider external entities providing case studies of monetization programs for the WG. (Example: MSU study found that the reach of Title II programming, especially in agriculture, would not have been possible without monetization – the resources would not have been available.)

An additional idea is to use the old FAM web address, www.foodaid.org (now a transfer page to the FAM website), as a resource for telling the success stories of Title II programs, and highlighting via case study or short articles how monetization and other Title II interventions are having a real development impact.  The current FAM website would remain a technical resource for program staff.

Following this discussion, Mara Russell of FAM and Lee Thompson of Africare thanked the participants for their presentations and enthusiastic participation, and the workshop ended.
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Appendix B: Final Workshop Agenda

Monday, December 9, 2002

	
	

	12:00
	Workshop Participants meet for Lunch

	
	

	13:00
	Welcome & Introduction

	
	

	13:15
	Philosophy of Monetization

	
	

	15:00
	15 minute break

	
	

	17:00
	Close of Day 1

	
	


Tuesday, December 10, 2002

	
	

	8:30
	Breakfast

	
	

	9:00
	Review of Day 1 & Overview of Day 2

	
	

	9:15
	Principles of Contracts

Group Exercise – Contract Review

	
	

	10:30
	15 minute break

	
	

	12:00
	Lunch

	
	

	13:00
	Continued contract review…

	
	

	15:00
	15 minute break

	
	

	15:15
	Reasonable Market Price

	
	

	17:00
	Close of Day 2

	
	


Wednesday, December 11, 2002

	
	

	8:30
	Breakfast

	
	

	9:00
	Review of Day 2 & Overview of Day 3

	
	

	9:15
	Ghana Programs: Challenges & Opportunities

	
	

	10:30
	15 minute break

	
	

	10:45
	ACDI-VOCA’s Rwanda Program

	
	

	12:00
	Lunch


Wednesday, December 11, 2002 continued…

	
	

	1:00
	Visit to the Port of Durban

	
	


Thursday, December 12, 2002

	
	

	8:30
	Breakfast

	
	

	9:00
	Review of Day 3 & Overview of Day 4

	
	

	9:15
	Financial Instruments: Bank Guarantees, Letters of Credit, etc.

	
	

	10:30
	15 minute break

	
	

	12:00
	Lunch

	
	

	13:00
	West Africa Payment Instruments

	
	

	15:00
	15 minute break

	
	

	15:15
	Taxation & Import Duties

	
	

	17:00
	Close of Day 4


Friday, December 13, 2002

	
	

	8:30
	Breakfast

	
	

	9:00
	Review of Day 4 & Overview of Day 5

	
	

	9:15
	Impacts of the 2002 Farm Bill

	
	

	10:30
	15 minute break

	
	

	10:45
	Future Recommendations

	
	

	12:00
	Lunch

	
	

	13:00
	Close of workshop
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