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Overview

These notes summarize the main topics presented and discussed at the ISA monetization workshop, held in Lima, Peru from January 29-February 2, 2001.  The notes are written to remind participants of the general topics that were covered, to share information with other interested parties, and to summarize the general findings.  The notes are based upon the presentation materials and discussions, and are intended to complement the more extensive written materials and notebooks distributed at the workshop.

Approximately sixty-five participants attended the ISA monetization workshop, with representatives from CRS, WVI, Save the Children, Prisma, CARE, Counterpart International, Technoserve, ACDI/VOCA, USAID/Peru, USDA, the ASA, Potato Growers’ Association, US Wheat Associates, FAM and Food Aid Coalition.  Primary organizers and facilitators of the workshop included Jenny Aker (CRS/West Africa), Sean Gallagher (CRS/Africa), Lisa Kuennen-Asfaw (CRS/HQ), Juli Majernik (CRS/HQ), and Jessica Silverthorne (CRS/HQ).    

The monetization workshop was designed with the overall objective of improving PVOs’ capacity to manage monetizations in the region.  

Session One: Introduction, Housekeeping

Stanley Stalla from USAID/Peru, Bill Farrand from CRS/Peru, and Lisa Kuennen-Asfaw from CRS/HQ/PQSD welcomed the participants to the workshop.  Juli Majernik from CRS/HQ/PQSD discussed logistics for the workshop and introduced the CRS/Peru administrators for the workshop.  

The participants introduced themselves to the group.

· Expectations

Jenny Aker and Lisa Kuennen-Asfaw solicited expectations from participants.  Each participant stated, in brief, how he/she wanted to benefit from attending the monetization training.  The level of experience among the participants varied greatly from those with more than ten years’ monetization experience to those recently hired with virtually no experience. 

In general, participants’ expectations focused on learning more about monetization; learning about best practices and lessons learned of other monetization programs; obtaining more information on monetization processes, such as sales methods, payment mechanisms and contracts; and obtaining information on monetization opportunities and constraints, particularly in terms of new commodities or new markets.  

· Overview of Workshop: Incorporation of Needs Assessment Results into Agenda

Juli Majernik reviewed how the participants’ needs assessments resulted in the development of the agenda.  The LACRO ISA workshop agenda differed from the other ISA workshop agendas because each workshop has been tailored to the regional needs.  This workshop added an emphasis on political environment/linkages, program development, food security, finance and documents.  In addition, Sean Gallagher developed a sales presentation module that incorporated several of the FAM Monetization Manual training slides Africare first tested in Uganda.  The slides are in development.

Session Two: Context & USG Regulations

· Definition and Context: History of Monetization, Food Aid, Title II, USDA 416 B, Trends, Congressional Mandates, Regulations, etc.

Ellen Levinson discussed the Coalition for Food Aid’s work to date and the involvement of CRS in organizing fellow Coalition members to draft positions for the new Farm Bill.  In particular, Ms. Levinson explained the different levels of US rules and regulations, distinguishing the law (Farm Bill) from the regulations (Regulation 11) from guidelines and policies.  There was considerable discussion surrounding the recent “ad hoc” policies implemented by FFP/W, which do not appear in any of the official laws or regulations, and which could be problematic for PVOs.  Specific examples included the use of monetization proceeds for education programs, lack of clarity in obtaining freight rates and the calculation of monetization budgets using the “commodity value” rather than the sales price.  

Ms. Levinson and Ms. Kuennen-Asfaw discussed the policy and politics surrounding monetization and food aid as well as the many examples of changes affecting the field.  Other examples of ad hoc policy discussed were the requirement for monetization commodities to be solely for human consumption, forcing some countries to discontinue sales of products used for the feed industry and the apparent new policy, according to some Missions, of requiring programs to reach 50% distribution by the end of the DAP period.  Participants concluded that collective action among Cooperating Sponsors, both in the field and in Washington, would be more effective in seeking clarification on new “policies” and in countering the imposition of policies detrimental to implementation of sound food security programs using Title II resources.

Session Three:  USAID & USDA Proposals

· Proposal Elements:  USAID & USDA

In addition to providing important web site information, Jessica Silverthorne highlighted the similarities and differences of the various components of USAID and USDA proposals.  Participants were able to begin to put into context how policy and politics link to the proposal submission and approval process.  Ms. Silverthorne emphasized the importance of ensuring proper involvement of monetization staff in the proposal development process, to ensure that the market can support the level of resources being requested, and to incorporate the appropriate information on monetization plans, risks, assumptions, etc. into the document.

Session Four: Monetization and Food Security

· Links between Monetization and Food Security

Because this ISA monetization workshop coincided with the period of development of several DAPs for LACRO, the agenda included this session to underscore the links between monetization and food security.  Jenny Aker presented some of the current “schools of thought” regarding food aid and food security.  These included two groups:  1) the “food as food” group, or those who believe that food aid should be used only as food for distribution; and 2) the “food as a resource” group, or those who believe that food aid is a means to generate resources to implement food security programs.  Ms Aker noted that these “schools of thought” are often perceived as two extremes, and emphasized that food aid could be used to achieve food security objectives through various mechanisms.  She emphasized that food aid could be monetized.  Monetization could be used to meet local food security needs or micronutrient deficits by selecting commodities that were in deficit in the local economy.  The monetization process itself could be used to achieve food security goals by encouraging the development of a more competitive marketing system.  Ms. Aker used background information from USAID’s 1995 Food Security Policy Paper and Policy Determination #19 (defining food security) and other sources in her discussion.

· Case Study:  CARE/Peru

· Case Study and Q&A:  CARE/Peru (Links between Mtz. & Food Security for CARE/Peru Programming:  History, Lessons Learned, Strategies, etc.

Jose Aquino of CARE/Peru, the head of the PVO monetization consortium, presented a brief history of monetization in Peru.  He spoke of the advantages and disadvantages as well as the opportunities and strengths of the program set up/design.  Mr. Aquino also invited the main buyer to present the buyer’s perspective.  This combined presentation actively engaged the participants in the discussion especially given the large quantity of food aid involved, and the close coordination with the Mission.  

During the discussion, participants were asked to describe how CARE/Peru’s monetization program was linked to food security.  Participants pointed out that CARE/Peru’s monetization program was achieving food security goals by providing commodities that were in deficit in the country, and also being used to implement food security programs.  

Session Five:  Bellmon Analysis

· Bellmon Amendment, Disincentive Analysis, Determination

The binder contains complete documentation explaining the reasons for the Bellmon Amendment, the components of the PVO-lead/guided/directed disincentive analysis, and the Mission responsibility for the Bellmon Determination.  In addition, Jenny Aker fielded questions about the detailed process for developing a disincentive analysis.

· Bellmon Continues: Local Market Conditions and Usual Marketing Requirements (UMR)

The discussion continued with an analytical approach to examining local market conditions, and highlighted the coordination among CSs, Mission and USDA in order to arrive at the best UMR for the market.  The importance of active PVO involvement in both the Bellmon Analysis and the UMR determination was emphasized.

· Bellmon Exercise

In order to move from theory to practice, participants completed a brief exercise on the Bellmon Analysis.  The exercise involved information on a fictitious country and an analysis as to whether or not the importation and sale of food aid would meet the Bellmon Amendment requirements.  

Session Six:  Annual Estimate of Requirements (AER) & Monetization Plan

Sean Gallagher reviewed both the Monetization Plan and the AER process.  The material presented on the Monetization Plan was derived from FY99 guidance, as this provides the most comprehensive information with regards to how to prepare a monetization plan.  This justified monetization in terms of supply, market, end-use and food security.  The materials presented also reflected the requirements in the FY2002 guidance.

Session Seven:  Cost Recovery

· Cost Recovery

Juli Majernik discussed cost recovery for USAID programs and fair market price for USDA programs.  At the end of her presentation, she led a discussion about how both USAID and USDA programming opportunities require coordination so as not to cause harm to on-going development strategies and to reinforce the importance of cost recovery.

· Cost Recovery Exercise

Jenny Aker and Sean Gallagher worked with the participants to review the cost recovery concepts and calculations.  The purpose of the exercise was to think about how different sales methods, e.g., tender or negotiation, required different items to be included in the cost recovery analysis.  

· Case Study:  CRS/Guatemala

· Case Study & and Q&A:  CRS/GT—History, Market Study, Commodity Switch, Mission Involvement, Lessons Learned, Strategies, etc.)

Emilse Sagastume of CRS/Guatemala, the head of the PVO monetization consortium, presented a case study on the monetization history in Guatemala.  She discussed the historical commodities, i.e. bulk soybean meal and yellow corn for the animal feed production industry, the directive from USAID to phase out food aid products not for direct human consumption and the ramifications to programming efforts.  Ms. Sagastume underscored that the Bellmon Analysis results, from a recent study commissioned by the Mission, showed that the switch to a commodity basket of commodities for human consumption would result in less tonnage, increased management burden, and, ultimately, less proceeds, i.e. reduced programming levels for all PVOs.   

How the PVOs were informed of the directive to switch, the policy behind the switch and the coordination among the PVO Monetization Consortium members were discussed in detail.  The participants showed great concern that the program’s sustainability was in jeopardy due to political interests and policy shifts despite the conclusive results.  The participants requested that CRS, as lead, coordinate a headquarters review of the switch directive upon return from the field.   Suggestions were made for more frequent and consistent communication among CSs in the field and at the HQ level on these and related issues.

As of February 22, 2001, CRS/PQSD/PRCU members have updated CRS/LACRO/HQ staff and outlined a systematic approach to support the retention of bulk soybean meal and yellow corn as the monetization commodities in Guatemala.

Session Eight:  FAM

· Food Aid Management:  Role, Resources, Other Workshops’ Outcomes

Mara Russell, Director of Food Aid Management, presented information about the role of FAM, its resources and its accomplishments through other workshops as well as through the four working groups.  Ms. Russell underscored the achievements of the monetization working group in particular, highlighted the information resources available in FAM’s Food Security Resource Center, and announced the brand new search engine feature for FAM’s website.  Ms. Russell discussed the current FAM listservs.  

Ms. Russell noted that FAM hopes that as a result of the worldwide workshops, responsibility for continuing training can be devolved to regions and field programs.  The training and presentation materials will be available for use.

The recommendations from the Asia workshop were reviewed and discussed.

Ms. Russell handed out materials including:

-  Brochure on FAM,

-  List of Asia Workshop Recommendations, 

-  Sign-up sheet for FAM monetization manual,

-  Sign-up sheet for receiving Food Forum, electronically or in hard copy, and 

-  Request from Trish Schmirler at FAM on information needs – survey.

Questions from the session included the following:

Q: What has happened with the Asia monetization workshop issues since October?

A: Nothing yet.  In April 2001, FAM will have a working group meeting to see how best to address those recommendations as well as any that come out of this meeting.

Session 9:  PVO Strategies

· Explanation of Session Nine, Group Assignments, PVO-Specific Discussions on Regional Strategic Planning for Program Development Using Monetization

Groups assignments were as follows:

1. ADRA and ACDI/VOCA

2. CARE, World Vision, Feed the Children, and Counterpart International

3. Technoserve, SCF and PCI

4. CRS, Caritas, Prisma

Groups discussed the following questions:

A. What have been the most positive and the most negative monetization experiences your PVO has had in this region and why?

B. What are overall monetization trends for your PVO in this region?

C. How can USAID Mission and FFP Washington monetization support and information flow be improved? The USAID Mission representative asked groups to be honest and frank, expressing the negatives as well as the positives and trying to develop constructive suggestions.

D. What monetization issues does your PVO have in FY 2002 DAP development?  

Each group identified a facilitator and a reporter and made a short presentation of no more than ten minutes the following day.

Session 10: PVO Highlights

· PVO Highlights/Regional Issues, Presentations on 1/31/01’s Discussions, Progress and Action Plans

Each group reporter presented the results of yesterday’s discussions.  Afterwards, there was a large group discussion of the common themes and important points to retain, while a small group volunteered to continue finalizing a list of recommendations from the workshop as a whole, to be fed back to FAM’s monetization working group.  

Overall, the participants agreed that PVO collaboration in consortia is good; monetization is a good source of financing; and there is a positive impact on the market from the commodities as a result of a well-conducted Bellmon Analyses.

The following recommendations resulted from the plenary discussion:

1. USAID Mission should keep PVOs posted on progress of requests as they come in, for example, informing the PVOs about delays and the reason for them.

2. There should be a climate of trust to encourage the ability to give honest feedback.

3. USAID should improve the quality of its service to PVOs: support, timing of commodity arrival, packaging and labeling consistent with request, and clear commodity specifications.  AID terminology labels this “customer focus.”  USAID, then, should strive to improve customer focus, with PVOs as customer.  

4. PVO representatives should be rotated through USAID/Washington or USDA to work on some of these issues.  In order to clarify, understand, get information out and improve communication.  Also rotate a USAID (and/or USDA) person into a PVO.

5. Lengthen and strengthen the USAID Food Aid Managers’ Course for USAID and PVO staff.  Allow more PVO participants and improve communication about the availability of slots.  

6. For PVOs to develop programs and meet policies and political considerations, USAID and USDA need to be communicating and coordinating better so that PVOs can operate more efficiently and effectively.  The USG should consult with PVOs, and everyone should agree about what is to happen.  For example, introduce new program ideas at FACG, and explain/explore how the coordination of roles and responsibilities can take place.  

7. Continued research on liabilities of PVOs in shipping Title II commodities should continue, and identification of options to mitigate those liabilities should come forth.

8. Follow-up on the USDA workshop in Kansas City which asked PVOs to operate more like regular commercial people: How are FAS prices fixed and why are they higher than the regular market?  How do we get prices, freight rates, etc.?  PVOs require transparency in pricing to monetize effectively. 

9. USAID should honor the results of Bellmon analyses conducted to meet their own requirements. 

10. Examine the balance between the interests of US producers and processors, and the needs of the host country (e.g., the resistance to monetization of processed commodities where processing industries exist).

11. Develop and maintain systematic information channels to facilitate communication between FFP and PVOs.

12. There is a need for more written communication between PVOs and USAID on conclusions of meetings, decisions made, etc.  There needs to be better documentation of agreements from conversations and email.  

13. Reduce contradictory information coming from within USAID itself.

14. Cooperating Sponsors need to evaluate where monetization is going, in view of USG policies, and how that will affect our programming for future.

15. CSs improve collaboration in Washington - work more effectively on where monetization is going and what we will collectively accept.

16. Explore possibility of receipt of US dollars because of trends in Latin American economies for making the dollar legal tender.

Session Eleven: Selling the Commodities

· Sales Methodologies (Tender, Negotiated Sale, Auction)

Sean Gallagher emphasized that the sales method should be chosen during the market analysis.  When he asked why, it was explained that this is the time that we figure out how the market works.  

When discussing the criteria of the sales method, Mr. Gallagher emphasized that the “objective of the monetization sale” is probably the most important.  If the objective is to develop the market, then the tender will be important.  If it is to generate proceeds, then the CS has greater flexibility in its sales methodology.

Mr. Gallagher discussed the ways in which a seller could prevent a buyer from reneging on its payment, such as L/Cs, bank guarantees, down payments, cash, and contracts.

In discussing the criteria for buyer qualification, Mr. Gallagher explained in greater detail what was meant by “avoid requirements for permits” and “avoid lists furnished by the host government.”  He explained that these buyers should not necessarily be avoided, but that the CS should not be used as the only criteria for selecting buyers.

Mr. Gallagher asked what factors were involved in price determination.  The participants mentioned issues such as the number of sellers, the number of buyers, quality, fixed costs, cash needs, payment guarantees and extra services negotiated into the sale.  

Mr. Gallagher emphasized that transparency is important to assure buyers and the government that the PVO is not involved in anything illegal.  

The problem of the late arrival of commodities was mentioned, and how this impacts the negotiation process.  A participant mentioned that one way that they addressed it by inserting a penalty/discount into the contract for late arrival, with each late day of arrival.  

· Tender and Negotiated Sales Exercise
The activity took place in plenary.

There was found to be a deficit between the anticipated level of monetization proceeds and the actual.  The following list answers the question:  What would you do to make up the difference in Activity 1?

1. Recheck freight costs.

2. Request additional tonnage, but this is usually not possible.

3. Not put the total tonnage for sale at once: divide tonnage for more than one sale.

4. Hold on to the commodity for now to sell it later when market might be more favorable--if you can cover the storage cost and do not have deterioration problems.

5. Request a waiver from FFP (again, not likely to result in success).

6. Negotiate.

7. Check and recheck all factors: exchange rates, bank fees, etc.

8. Explore other markets - other buyers, other countries (again, not likely, but not impossible).

9. Negotiate with buyer on terms of sale to get higher price for better payment terms in his favor, or some other terms that will make the deal more interesting at the needed price.

10. Look for another product.

11. Ask for advance from your headquarters.

12. Sell to WFP (not sure if this is possible).

13. Reduce some aspects of program to cut costs.

Session Twelve:  Monetization Documents

· Monetization Documents:  The Boilerplate Project

Juli Majernik described the concept of The Boilerplate Project, a project involving the development and distribution of standardized monetization document templates to jumpstart a PVO’s efforts in undertaking a monetization.  Documents for consortia (MOU), negotiated sales (sales contract), and tenders (ads, questionnaires, contracts, information sheets, etc.) along with commodity specification guidance have been included in the project.  

Session Thirteen:  Commodities

· Commodity Group Presentations: US Wheat - Getting the Wheat You Want

Pablo Maluenda, senior marketing specialist for US Wheat, based in Santiago, Chile, explained that the US Wheat Associates represents American farmers and its objective is to increase markets and consumption of American wheat. Major markets for US wheat in South America are Brazil, Peru, Ecuador, Chile, and Bolivia.   Sales are made by traders or trading companies.  US Wheat promotes the use and consumption of wheat, technical support and information, training for millers, wheat buyers and bakers.

Mr. Maluenda provided materials in English and Spanish, which outlined the characteristics of different classes and subclasses of wheat, along with ordering specifications and tools for understanding the product in comparison to wheat from other countries. 

An important consideration for PVOs was that wheat flour imports into South American wheat markets are cutting into typically American markets.  Ultimately this undermines the milling industry, exacerbated by favorable tariffs for flour versus those of wheat.  Wheat flour imports also undercut the local production of wheat.

Dockage is removable non-wheat product.  Foreign material is non-wheat material less readily removable in flour milling.   

Refer to US wheat quality report, grain trade representatives and US Wheat Associates staff for help with contracting for specifications.  

· Commodity Group Presentation:  American Soybean Association (ASA)—Soy Product Information and Programming Opportunities

Jim Hershey, Executive Director for the World Initiative for Soy in Human Health Program (WISHH), began with a brief history of ASA.  ASA has been in market development for 40 years.  Its international program was created to increase exports of US soy around the world.  The goal was to help others better understand how to feed high-protein diets to animals.  The WISHH’s objective is to increase the consumption of soy protein by humans in developing countries around the world.  They would like to see an increase of US soybeans, but they, in general, would like to increase soy consumption.

One of the most immediate opportunities for new outlets for soy products has been through food aid programs.  ASA sees an opportunity to satisfy several needs and several markets through food aid.  

ASA has targeted three beneficiary groups: the poorest of the poor (direct distribution); those who pay for their food, but who live in markets that do not function as effectively; and the higher income/middle class, who have discretionary income to buy soy.  They are not targeting the developed world or markets where soy consumption is traditional. 

ASA wants to work with PVOs in several areas: market study support (they can make money available to include soy in programs); technical information (they want to be available to answer technical questions, and they can forward questions to the national soy research lab); proposal support; project implementation assistance (they can provide technical assistance to PVOs to work with millers and plants for soybeans and soybean meal); and project funding (brand new initiative, and it is not certain how this will proceed, but they will put up some money to get a project underway and get a soy program going).

There are five main activities that they have identified: soy food aid (humanitarian efforts); PVO planning; WFP assistance; GFFEI; and HIV/AIDS initiative.

Mr. Hershey explained that the concept of monetization, when explained to farmers, has very strong support.  ASA firmly supports monetization, but recognizes that there are industry groups that are firmly opposed to monetization because they feel that it disrupts markets.  

ASA has new products that it would like to promote under food aid.  Mr. Hershey provided handouts on new products.

NOPA (National Oil Processors Association) has issued a draft letter stating that soybean oil stored under normal conditions maintains its top-quality for 18 months.  This should assist USAID with the “best used by” date issue.

· Commodity Group Presentations:  Soy Products and Nutrition: Enhancing Human Well-Being through Soy

Carla Stark, a consultant to ASA, described the unique characteristics of soy.  Soy is a high quality and complete protein that does not lack in any of the essential amino or fatty acids.  For example, a corn-based diet is deficient in several amino acids, and soy could be used to meet these deficiencies.  All of the nutrients in soy are acceptable and easily processed by humans, even for HIV/AIDS patients.  The new products are processed and value-added and can be used to add value to other products.

With HIV/AIDS projects, ASA is trying to work with USAID and USDA on “output” costs, in other words, measuring the impact of the soy products upon the nutritional status (i.e., linear, cognitive skill and motor skill growth).  They would like to work with PVOs, right away if possible, to work with target populations (victims and families).  USDA has $25 million set aside that is HIV/AIDS focused (victims, communities and regions with a high prevalence rate).  ASA wants to explore overall malnutrition needs as well as palliative needs or quality of life projects.  

HIV/AIDS causes malnutrition because of hyper-metabolism of proteins/carbohydrates, so soybeans can be used to combat malnutrition and its effects.  ASA is interested in doing trials/evaluations in four main areas: prevention (malnutrition and HIV/AIDS); reversal (malnutrition); therapeutic (malnutrition and HIV/AIDS); and palliative (improving life functions).  

ASA wants to collaborate with PVOs on soy product applications, markets, HIV/AIDS, GFFEI programs and monetization opportunities

· Commodity Group Presentations:  National Potato Promotion Board 

The NPPB is an association of 7,000 potato growers from different states.  Unlike soy and wheat, however, potatoes are not a program crop, so there is no price support from the USG.  Potato producers are at a disadvantage for USDA programs, as potatoes are not a part of the surplus crop list for USDA programs.  

Potatoes can be used as part of a meal or as an ingredient.  

Asia is the largest market for dehydrated potatoes, referred to as “dehy”, with Latin America as the second largest market.  Mexico is the largest market in the region (followed by Guatemala), mainly due to the snack industry.  Different types of dehy products (potato flakes, granules, flour/powder, etc) are used in snack products and as thickening agents, baking ingredients and binders.  

Dr. Schlossman noted that NPPB representatives are available to PVOs for assistance with technical issues, processing and market surveys.  They hope to have a couple of programs in the next few years, and have stated that state boards are interested in making donations to programs.  

Dr. Schlossman distributed Spanish and English specification materials and market information to the participants.

· Commodity Group Presentations:  Discussion
Ms. Majernik explained that while dockage may be deducted, foreign matter is never deducted from payment for a contract.  Buyers will often incorrectly try to tell the monetizing PVOs that foreign matter has to be subtracted the total weight, and so ultimately, subtracted from the amount they pay for the wheat.  This practice is completely unacceptable.

Ms. Majernik noted that the information on available specifications from the US Wheat Crop Report is essential to our negotiating position and understanding what specifications a buyer can reasonably request.  Anything not readily available costs more money.  The availability changes with the harvest each year, so the annual information is essential.

· Commodity Group Presentations:  Commodity Panel Discussions 

Q: Are the potato products fortified?

A: Yes, they can be fortified at any level required.  The nutritional composition table lists values for vitamin A and iron that are similar to those for CSB and WSB, but they can be fortified in other ways to meet levels that you need. 

Comment on the potatoes - interesting, especially reducing tonnage and storage, for monetization.  Could save money in transport and storage for Haiti.  

Q: For wheat, if one asks for shipment of grades 1 & 2, what do you pay for?  Do you only pay for 2, or for both?  

A: If you say you are asking for #2 or better, you pay for No. 2, even if they give you #1.  If you ask for #2 only, they can’t give you #1, even if they run out of #2 and want to give you #1.  Therefore, always ask for #2 or better.

Q: In Africa, sometimes we get #1 wheat, and the mills get used to that, and we don’t have control, so if it then slips to #2 wheat, the mills become annoyed.  We can’t ensure that they’ll get the high end, and so we set up expectations that we can’t meet.  

A: We want to be most competitive and have market share.  So it is best to go for #2 or better.  The bill of lading specifies what you are paying for, and they should be happy if they get better grade and higher protein content.  Also the availability and price information is available from the website: www.uswheat.org.  

Q: Policy on fumigation for wheat?

A: Normally, fumigation on loading.  Boilerplate project recommends fumigation of wheat.  

Q: Is there a full-time person on HIV/AIDS for soy products?  

A: Kate Fields-Gardner is on contract, but contact Carla Stark to set up contact with her.  She’s part-time.  Ms. Stark’s email address is carstark@aol.com.

Q: Is there only one type of soybean oil that is typically used for export, or one grade or standard applied?  Some countries take one type of crude soy oil, not necessarily the one of the US.  On refined oil, there used to be a problem of smell.  

A: Crude degummed soybean oil is processed, and the organization in the US which sets the standards is NOPA.  NOPA has a web site with the standards.  On the refined oil, the odor problem is a function of degradation or oxidation of the oil.  During refining, some components you do not want are taken out, but during aging and exposure to air, some components cause it to go rancid and develop a fishy smell.  If it has met specifications and has been stored under reasonable conditions, it should be fine.  NOPA has been working on expiry dates.  Bottled and sealed oil should maintain its quality for 18 months.

Q: Why is there such variation in packaging oil and can ASA help with that?  We know you are working on best used by dates, but there are also problems with labeling and packaging.  

A: Packaging and labeling should be a part of the tendering process.  If there have been mistakes, we need to know.  Please report specific instances so we can see if there is a pattern as well as address any structural problems.  There have been recent changes in acceptable packaging for finished oil; industry may be able to provide plastic jugs.  

Follow up:  Dean Jenkins at USDA is responsible for packaging.  The FAM Monetization working group has asked for packaging label plates and information on the plastic jug.  There was also a problem getting a flag on bags for Ghana even though there is a flag template for bags.  Commodity packaging requests are supposed to be submitted with the call forward.  Take down lot numbers, forward to USDA/Kansas city so they can track down the supplier of bad packaging.

Q: Please give an update on genetically modified crops and what is happening for your commodities?

A: 
Potatoes:  Less than 1 % of potatoes are genetically modified and this percentage is decreasing.  Wheat:  This is in the development stage, especially on spring wheat, but no GMO wheat in export channel or in the commercial channel in the US.  In future, maybe by 2003, it will be available.  FDA certifies that wheat is not GMO.  Soy: Biotech issue could take a whole day to discuss thoroughly.  US has produced one variety of biotech soy since 1996.  Adoption rate has exceeded 50% for 2 years; this is an indication of how good it is for meeting farmers’ needs.  However, there are acceptability issues, particularly in Europe.  First, there is one variety of soy, and it has been approved for import and processing in all major markets around the world including Europe.  This product is grown and consumed in the US - not grown for dumping in the developing world.  Technology has been tested extensively.  The GMO soybean is just like any other soybean except that it has one gene that prevents the plant from dying when you spray it with an herbicide.  To some degree the Europeans have “infected” the world with a food safety concern when the issue in the developing world is food security.  Requirements for segregation and documentation will drive up costs.  The European issue of food safety needs to be considered, but does not necessarily stand for a global standard to be adopted in the rest of the world.  

PVO participant comment::  Every country should be able to decide about that issue.  If a country feels the same as Europe, they should have that right.  On the other side, many developing countries have no choice.

Q: Where do you see food aid and monetization opportunities in the region?

A: For wheat, the main competition in South America is from Argentina.  Argentina does not subsidize exports like others, but they do have low production cost.  The donation program has been helpful to promote American wheat.  We would like to see the monetization program active in Bolivia, Peru, and Ecuador.  

Potatoes: Not entirely familiar with all commercial markets, but any snack, soup or baking industry might be able to look at appropriate formulations.  Consultant is willing to work with PVOs on particular industry specifications.  Market trends and stats: of top 15, Guatemala, El Salvador, the Dominican Republic, and Bolivia are on the list.  Major competitors for dehy potatoes: Belgium, Netherlands, and China, depending on which area of the world is purchasing the product.

Soy: We would like to work with people using our products already.  If you handle our products, we want to work with you to keep program going.  Also interested in expanding, developing new programs, especially pilots with HIV/AIDS and/or GFEI.  Prefer not to identify target countries, because we do not want to exclude anyone.

Session 14: Call Forward & Shipping  

At the beginning of the presentation, Ron Sullo, Supervisor of Gateway Services at DF Young, and Fred McCray, Jr., of CRS/Shipping provided handouts to the participants.  

Mr. Sullo’s presentation touched on a variety of topics in the shipping industry, food aid-specific management issues as well as DF Young’s seamless services and operations.  He discussed resources for the PVO community found on the DF Young (DFY) website (www.dfyoung.com), e.g., a list of vocabulary words associated with the industry.  

The call forward process was presented.  Mr. Gallagher handed out a model call forward designed to capture all the information needed by FFP and USDA to procure commodities for monetization.  Mr. Sullo continued the presentation by reviewing a series of handouts. It was noted that the call forward process is now fully electronic as designed by USDA/KC.  The effects of seasonality and the assignment of the flag of the vessel by the USG for the freight tender (as per the mandates) were described in relation to cycle time.

Within DFY, there exists a warehousing template/packing list developed to help with the tally reconciliation of product count at the port.  DFY has sped up the way a bill of lading is issued (issuance of documentation) in the private sector with carriers, which are capable, e.g., those that are reliable and competent ships.

Mr. Sullo addressed the PVO concern of the inordinate time it takes to procure commodities in light of shippers’ decision to take on USDA business with all their other business.  He underscored that the Bellmon is a good place to support the criteria needed to assist with the delivery of goods.  His recommended to make certain that port facilities are inspected and familiar and to discuss these conditions with your freight forwarder before finalizing your sales contract.  The better the details, the better the service could be.  

The PVOs require clarification on whether or not freight restrictions will indeed be considered in contracts.  In the past, when port and vessel restrictions were included in the contract, they were ignored.  It would be marvelous if we could begin again and start the process of selecting better vessels with appropriate equipment to off load the commodities in a timely manner.
If the documents appear to be inaccurate, DFY would like the inaccuracies reported to assist with the improvement of the process.  Mr. Sullo explained the standard way the FGIS and phytosanitary certificates are issued after the USG inspection process.  Actual fumigation is subcontracted through the USG.  Those who are charged with the freight are also responsible for the fumigation.  In theory, a PVO, as title holder, can go to the port and examine its commodity before it is shipped.

Session Fifteen: Financial Issues 

Steven Perry, Global Cash Manager for CRS/HQ, covered the basic principles and concepts of managing international trade business risks. His presentation was extensive and, unfortunately, cut short due to time constraints.  Below follows a series of discussion points and key concepts which complement the details in the presentation.

Payment:  Documentary collection is NOT a bank guarantee; it is just a method of collecting payment.  Also, if issuing bank fails, you get payment from confirming bank, if you have a confirmed letter of credit.  

Inspection certificate: Since the PVO has no control over the quality of commodities, it has to trust the USG FGIS certificate.  Will buyer accept that certificate as actual quality of the product?  Some buyers want their own inspection.  Unfortunately, within the constraints of monetization, we have to do our best to convince buyer to accept the system of FGIS inspection certificate as final.  

Bills of Lading:  There are normally three original bills of lading.  A letter of credit requires that two are sent to the bank and one is sent to freight forwarder in the event of loss.  

Letters of Credit:  L/C cost may actually be higher than 50 basis points (1/2 percentage point), depending on risk of country and of bank itself.  These costs should all be incorporated into negotiations with buyer as there is not anything unusual about these costs of doing business.  The strict compliance doctrine means that even a slight discrepancy in documents between buyer and seller will invalidate the documents; with a slight discrepancy, the documents will NOT hold up in a court of law.  

Costs of Payment Guarantees:  Costs vary because no bank has a standard process.  Expect variation from 0.5% to 6% of transaction, if you go to the extent of having the letter of credit confirmed.

Bank Guarantee:  A bank guarantee is the same in function as a letter of credit, but international trade law does not govern a bank guarantee.   

Session Sixteen: USG Panel 

The following persons participated on the USG Panel:  Lisa Kuennan-Asfaw, CRS/PQSD/Public Resource Coordination Unit; Ron Sullo, DFY; Ellen Levinson, Coalition for Food Aid; Larry Fuell, USDA/Regional Agricultural Attache for Bolivia, Peru and Ecuador; Michael Burkley, CRS/Peru’s Future FFP Officer; and Steven Perry, CRS/Finance. 

Mr. Fuell of USDA began the panel discussion and explained that he was the agricultural attaché at the American Embassy in Peru, responsible for signing off on the Bellmon Determination for USDA programs and for the UMR requirements.  Mr. Burkley explained that as of May 2001 he would be the FFP officer for USAID, Peru Mission, and that his job would be to facilitate the job of the PVOs.  He wants to have USAID in an advisory role, but also would like to facilitate the process.

Discussion highlights follow.

USDA Commodity Purchase Deadline:  Under 416(b), the commodities have to be purchased and loaded in the US by the end of the calendar year.  The agreements have be signed and 

committed by the end of the fiscal year (September 30), but there is a full year to program it.

Commodity Quality Concerns:  Ms. Majernik, from the audience, discussed this point after a series of comments from participants.  She mentioned that when there is often a discrepancy between the quality of the commodity at the loading port and the quality of product upon arrival in the foreign port.  The PVO is supposed to address this by using the CCC number and providing this information to the freight forwarder and the KCCO.  She emphasized that the quality issues are not standard.  Reports on commodity quality/condition should always be done by tracking this number, and the appropriate USG government office (USDA and USAID) can help to support this.

The participants noted that the PVO needs to be informed and updated on all aspects of quality issues, in order to avoid problems with the buyers.  Mike Burkley stated that he was ready to respond to any questions and or concerns about this.  

Q: What is the process of documents for the L/C?

A: Mr. Sullo mentioned that the L/C has to be started FIRST, and the B/L is issued afterwards.  The B/L is not sent to START the L/C, but is used as the carriage of the goods.  Therefore, the L/C should be issued first (before the call forward), then the B/L is issued when this is shipped.  Afterwards, the B/L is provided to the issuing back in order to activate the L/C.

 Q: What types of USDA programs are in LACRO? 

A: Mr. Fuell covers Title I, 416(b) and Food For Progress.  In Peru, they had a Title I agreement worth $5 million and a 416(b) government-to-government agreement with the Ministry of Agriculture (40,000 MT of wheat).  In Ecuador, there have been two Food for Progress agreements.  Title I is long-term concessional credit involving 30 years’ credit at approximately 2 percent interest.  In other cases, they can use Food for Progress.  

Q: What is the relationship between USDA and USAID/FFP to minimize disruption and/or overlap between the programs?

A: The agricultural attaché’s office signs off on the Bellmon and UMR for USDA programs.  416(b) PVO allocations are decided in Washington, D.C.  DC sends the proposals out to the field, and they look for commodities, quantities and timing of delivery.  They are not looking at the use of the projects and programming uses.  Washington, D.C. mainly asks for their opinion regarding the commodities.

Q: How do PVOs go about confirming a L/C with a local bank?

A: For confirming, the PVO should contact a large US bank like Citibank (or the PVOs’ bank) and let them know what you would like to do.  The US bank should be able to assist you in confirming the L/Cs.  Mr. Perry mentioned it is easier to go through your bank to confirm the L/C.  

Q: How can PVOs best address the “ad hoc” policy issues with USAID/FFP, i.e., animal feed, education, using US flag freight rates for calculating the AER, etc.?  

A: Ms. Kuennen-Asfaw stated that when we raised these issues, FFP responded that they were sorry that PVOs were not consulted.  Some of these issues were raised at FACG meetings, but satisfactory answers were not received.  Congress and the Appropriations Committee called FFP/W and said that the CP numbers were meant to be a “snapshot,” but not the final numbers. 

Ms. Levinson mentioned that issues are sent to the Coalition after it reaches a “critical mass” and then it is dealt with through FACG, etc.  All of these issues keep on coming up, and it gets rather complicated.  

For USDA’s programs, they have a limited knowledge and background for programming, and they do not have adequate staff to deal with this.  

This is a systemic problem, and the PVOs have decided (those in the Food Aid Coalition) that these issues need to be reviewed en masse rather than one issue at a time.  The PVOs need to present a conceptual framework and package to deal with these issues in a rational way.    There needs to be additional expertise at USDA to manage all of these programs.  

Next week, the Executive Director of CRS (Ken Hackett) has called for the directors of several PVOs to develop a conceptual framework to go forward with policy for the Farm Bill and to approach the new administration.  This needs to be developed at the higher levels, rather than just those of the food aid staff to help standardize.

Ms. Kuennen-Asfaw stated that each PVO could address this by flagging any of these new “policy” issues to not just the country backstop people, but also to the “policy” people so that this can be addressed between the PVOs and be brought to the Coalitions’s attention earlier.  She mentioned that the situational details help a lot in communicating what the problems are through an anecdote.  This is why the case studies are so important, and timely, accurate information communicated from the field is useful.  

The panelists’ final thoughts are below:

Steve Perry: PVOs need to develop business and professional relationships with our buyers in order to make this work.

Mike Burkley: PVOs need to have our customers in mind—the beneficiaries.  He also stated that USAID/Peru is committed to providing better customer service to the PVOs, especially since we all have the same goal.  Mike acknowledged that people are doing a good job in very challenging conditions, and thanked us.  

Larry Fuell: It is important to remember that all food aid programs serve multiple objectives.  They are surplus disposal programs; they facilitate feeding overseas; they help with development; and they are seen as a way to provide economic stability (e.g., government to government programs).  From where he sits, surplus disposal is still the most important criteria in deciding from year to year how large the programs are and how they work.  The programs were initiated to help the PVOs do what they need to do, but that alone is not enough to assure that USDA will provide 416(b) funding for PVOs.  They are cyclical.

Ellen Levinson: Do not forget that you are not alone in this program.  There is a bigger picture out there, including the level of support for monetization.  Many levels of alliances and relationships are required to make these programs work.  

Ron Sullo: Collaborative efforts are made on PVOs’ behalf to provide service, especially in the shipping industry.

Lisa Kuennen-Asfaw: The more we know, the more prepared we are, and the better off we are.  

Session Seventeen: Monetization Performance Criteria 

Before Session Seventeen began, Mara Russell handed out the Spanish and English drafts of the PVO recommendations.   

Sean Gallagher also reviewed the pre- and post-test results.  Participants received the corrected pre- and post-tests.  Results improved for every question from pre- to post-test.  Overall, scores improved about 50% from pre- to post-test.

Sean Gallagher began Session Seventeen by discussing monetization performance criteria.  He discussed some monetization models.  For example, World Vision heads a separate monetization unit in Mozambique.  In Ethiopia, cooperating sponsors are trying to set up a completely separate entity to manage monetizations.  

This presentation covered a proposal for improving the management of monetization in country by outlining components and responsibilities of a monetization unit.   

The country program’s monetization manager would act as process owner for the entire monetization process, coordinating activities with other members of the unit.  The monetization manager would oversee the process, but may not carry out each task. 

Several performance criteria were listed.  These are indicators for the monetization process CRS has proposed internally.

Q&A on the proposed criteria:

Q: Some of the indicators include issues over which CS may not have control.  For example, Buyer accepts commodity as is at unloading.  Should not the indicators focus on what is within the CS’ control?

A. The issue here is that we do everything in our control to make sure the commodity is acceptable at unloading.  There are problems beyond our control.   In a monitoring and evaluation plan, we would also include critical assumptions, in order to focus the indicators on what is in our control.

Q: Buyer accepts at unloading - that is ideal if you sell at port.  If you have a different type of monetization requiring you to work with multiple buyers and improve market system, you would need to have a different type of indicator.  Shouldn’t you separate the program from monetization mechanics indicators?  For example, if you have a monthly tender process, goals might be to increase number of bidders and number of buyers.  

A. The focus is on the process of monetizing, and does not include the performance criteria for the programmatic objectives of the monetization.  

Q. Are you judging the manager or the manager and the USG together?  

A. Most of these rely not only on a good manager having the CS process under control and accurate, but also on the USG and the shipper, etc.  We will cover those external factors with assumptions.

Q. What if USAID requires us to put all of the cost of this unit towards the cost recovery benchmark?  Do all PVOs contribute?

A. Either lead agency budgets for all of these costs in its budget, or each CS contributes to those costs.  There has been controversy around whether a flat fee or percentage can be charged, or whether the exact direct costs themselves are to be recovered from the group of CSs.  Also, please note that we waited to discuss management until the end.  Because of the complexity of monetization, management is one of the most important issues.

CRS, ADRA, CARE, Counterpart, PCI, and ACDI all have monetization technical staff at the field and/or in headquarters.  

Session Eighteen:  Expectations Revisited 

Jenny Aker reviewed the consolidated expectations listed on the first day to see how closely we came to meeting them.  The majority of the expectations had been met.

1. Share best practices and lessons learned.

· Expectation met.

2. Apply experience to discuss new techniques and forms of monetization.

· Expectation met.

3. Learn about new possibilities for monetization—new markets, new commodities, and new programming opportunities.  

· Expectation met.

4. Learn about the mechanics of monetization sales.

· Sean did an excellent presentation, but it was just too short.  Due to the wide range of experience among the participants, they would have been more interested in a longer time spent discussing the details of sales mechanics and practicing negotiations or tender steps.

5. Discuss the main difficulties to monetization.

· Expectation met.

6. Improve projects supported by monetization.

· The focus of the workshop was not programming, beyond the links between monetization and food security.  

7. Learn about the participants, not just about monetization.

· Expectation met.  Based on the dance floor Thursday night, we seem to have succeeded, despite the large number of participants.

8. 80% of benchmark in all sales.

· We did not meet this expectation, but we knew we could not within the confines of a workshop.  We did discuss cost recovery benchmark.  This cost recovery benchmark should not be our minimum limit because we want to sell at the local market price, no matter how much above the benchmark it is.  Participants have the tools to improve upon cost recovery.

9. Improve selection of commodities.

· Expectation met.  New information was provided and new contacts made to get more information.

10. Improve understanding of financial liabilities.

· Due to time constraints Steve Perry was not able to cover all of his material, however, he did cover the most important aspects of payment mechanisms.

11. Increase problem-solving keys to success and recommendations to USAID.

· Expectation met.

12. Develop management skills for monetization.

· Only the initial steps were taken.

13. Understand how to prepare a successful USDA proposal.

· The mechanics of the proposal process were reviewed.

14. Understand how FAM can better support PVOs’ monetization.

· Expectation met.

15. Discuss the new policies/issues and shifts from donor side, information on laws, regulations, guidance, and policies.

· Expectation met.

16. Receive information from FFP on current issues, including DAP, monetization policies, etc.

· Expectation met to some degree.  RSVPs for the workshop from FFP/field and Washington were limited and a few came in after the deadline.  Due to the late response dates, only FFP/Peru attended.  FFP/Guatemala had RSVP’d early on; however, they had to cancel at the last minute.  Other Missions could not attend due to the large number of participants. 

17. Understand better contracts, sales agreements, and sales methods

· Expectation met. Monetization boilerplate documents address many questions that might not have been answered in the workshop.  

18. Discuss market economics.

· Expectations met.

19. Understand field issues/difficulties and how to resolve in DC.

· Expectations met.

20. Share more information on how to generate proceeds for food security.

· Expectations met.

21. Examine the use monetization as a development tool.

· Expectations met.

22. Understand and learn how as a USAID officer I can reduce PVO burden.

· Expectations met.

Final reminders:  There is more material in the handouts and binders than we were able to cover in this week.  The information is a tool to help you continue to address monetization questions and issues.  You should feel free to share it with colleagues.  

After the participants completed the workshop evaluations and certificates were presented, the workshop was closed.
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