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DATE: 12/20/8 3 ACTION/CONCURRENCE/COMMENT DUE BY: December 23 - 3:00 p.m 

SUBJECT: DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 
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Please provide any comments on the attached memorandum by 3:00 p.m. 
It will be s ~ eview with the President after the first of the 
year. Thank you. 

RESPONSE: _ ~~ ;tJ d_ ~ ~ I#\, - -!J./~r,~~u-; AK ---/~A .~ ~ ~~ti 
~ eJ!ui o/ ~ J- /-6-D- ~ . s.£. 
LI /A JJ.,. .,__;__ ~ 1,v-/ /£ £S vi-~ -4' Richard G. Darman 
~ tf"v vV k'V~ {J _ Assistant to the President 
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Date: 

THE WHITE HOUSE 
WASHINGTON 

CABINET AFFAIRS STAFFING MEMORANDUM 

December 19, 198f11u•mber: 175146CA DueBy: 3 pm, Friday 
December 23 

Subject: ........:D:..:E=.C.::._I _;_S_;_I_;_O.:..N_M_E_M:..:O...::_...:I;.:.n:..;t:..;e:.:r:..:;n;;.;a;;..t;;.;1;;...· o;;.;n_a_l_F_u_n_d_f_o_r_A_.q._r_i_c_u_l_t"-u"'"'r_a_l_D_e"'--v __ e ........ l __ o __ p __ m~e-n ___ t __ 

Action FYI Action FYI 
ALL CABINET MEMBERS □ □ CEA ~ □ 

~ □ 
CEQ □ □ Vice President OSTP D □ State □ I 

□ □ Treasury ~ □ □ □ Defense □ Q/' 
□ □ Attorney General □ GY' 

Interior □ (iy" .. ... ... ........ ................. ,, ... .. ..... . .. .... .......... ....... ........ .... .... ..... 

Agriculture 9"' □ Baker D D Commerce ~ D Deaver D D Labor □ ~ arman ''('Jl'H Staff3g) ~ D HHS □ Gr' Jenkins i,G,~J!lL D □ HUD □ Gr" Mcfarlane (9""' □ Transportation □ [3"' Svahn D □ Energy_ □ ~ □ □ Education □ □ □ Counsellor ~ □ □ □ 0MB 19"' □ .. 
□ □ CIA ~ □ □ □ UN □ · · · ···· ·· · · ····· · ·· . ............ .... . .. ... .. ... ... .. ... .... . . .......... . ......... .. . .. . . . 

USTR l&J' □ CCCT/Gunn □ . ............ . ···•·· ·· ··· ········ ·· ····· ·· ·· ·····•· ·····• ····· ······ ····· · ··· ····· ···· ···· CC EA/Porter □ GSA □ □ CCFA/ □ EPA □ □ CCHR/Simmons □ OPM □ □ CCLP/Uhlmann D VA □ □ CCMA/Bledsoe □ SBA □ □ CCNRE/ □ 
REMARKS: 

Please provide any comments you may have on the attached 
recommendation by 5 pm, Friday, December 23. It will be 
scheduled for review with the President after the lst"of 
the year. . . 

RETURN TO: ~ Craig L. Fuller O Katherine Anderson O Don Clarey 

□ 
□ 
□ 
□ 
□ 
□ 
□ 

Assistant to the President 
for Cabinet Affairs 
456-2823 

□Tom Gibson □ Larry Herbolsheimer 
Associate Director 
Office of Cabinet Affairs 
456-2800 



.., , ,. • ' - ., .c:: s -- ...... . .. ' ~ 

I: 3 CE 14 P~ 4: 37 

MEMORANDUM FOR 

FROM: 

SUBJECT: 

Issues 

'THE WHITE HOUSE 

WASHINGTON 

December 14, 1983 

THE PRESIDENT G.. ~_n/J 
JOHN R. BLOCK, C~I~~:;ORE, 
THE CABINET COUNCIL ON FOOD AND AGRICULTURE 

International Fund for Agricultural Development 

This memorandum requests your decision on two issues relating to 
the International Fund for Agricultural Development (IFAD) which 
the Cabinet Council on Food and Agriculture has recently 
discussed. The two issues are: 

o What is the appropriate level of the U.S. FY 1985 
contribution to IFAD? 

o Should the U.S. participate in the negotiation of a 
second replenishment of IFAD? 

The first issue needs to be resolved for your FY 1985 budget. 
The last issue needs to be resolved before February when 
negotiation of a second replenishment of IFAD is scheduled to 
resume. 

Background 

The International Fund for Agricultural Development (IFAD) is an 
outgrowth of the 1974 World Food Conference. It was established 
in December 1977 to mobilize additional resources to be made 
available on concessional terms for agricultural development. 
Under the agreement establishing IFAD, industrialized countries 
(Category I) and petroleum-exporting countries (Cateogry II) 
contribute resources for projects in developing countries 
(Category III) that address the needs of small farmers and the 
rural poor. 

IFAD's initial funding for 1978-1980 amounted to $1 billion, $200 
million of which was contributed by the U.S. IFAD has a staff of 
approximately 165, half professional and half support. Most of 
IFAD's projects are cofinanced by existing multilateral 
institutions, such as the World Bank and the regional development 
banks. However, IFAD also cooperates with national 
organizations, including development-oriented agencies like the 
U.S. Agency for International Development (AID). 
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Issue 1: Level of U.S. FY 1985 Contribution to IFAD 

The Cabinet Council agreed to recommend that the Administration 
fulfill its commitment to complete the first replenishment by 
contributing the remaining $90 million owed to IFAD. The Council 
disagreed on how rapidly the U.S. should complete this contri­
bution. Some felt there was no reason to accelerate our current 
payment schedule of $50 million in FY 1985 and $40 million in FY 
1986 . Others felt this schedule could precipitate other nations 
slowing down their contributions with the U.S. bearing the burden 
of criticism that we were undermining the Fund. 

The first replenishment of IFAD was negotiated to provide funds 
for three calendar years, 1981-1983. The pledged U.S. share was 
$180 million (17 percent of the total pledges). By December 31, 
1983, the end of the period covered by the first replenishment, 
the U.S. will have contributed $90 million. The current plan for 
fulfilling the outstanding U.S. IFAD obligation calls for a $50 
million budget request in FY 1985 and a $40 million budget 
request in FY 1986. 

Except for Iran and Libya, other donors already have contributed 
roughly two-thirds of their pledges and are prepared to complete 
their contributions in late 1983 or early 1984. 

As a matter of policy, the Administration has attempted to meet 
its obligations to all multilateral development banks (MDBs). 
The IFAD pledge is an obligation incurred by this Administration. 
You have indicated in writing that the U.S. plans to provide the 
balance of the U.S. contribution to IFAD before the end of 1983 
(see attached letter to President Zia). 

Four major Category I donors (United Kingdom, West Germany, 
France, Canada and Japan) recently informed the U.S. that they 
would draw out their first replenishment contributions, if the 
U.S. refused to accelerate payment of its pledge. 

Options 

The Council considered four options. 

Option 1: Maximum Acceleration of Payment Schedule. 

Request $40 million in FY 1984 Supplemental and $50 
million in FY 1985 budget. 

Advantages: 

o Comes as close as presently possible to complying with 
this Administration's financial commitment to IFAD. 

o Would not interfere with the pending State-AID budget 
request for FY 1985. 
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o Would have an advantageous effect on the economic­
military assistance ratio in the FY 1984 Supplemental. 

o Would avoid demise of IFAD that could result from a slow­
down of major donors' first replenishment contributions. 

Disadvantages: 

o Could prematurely signal U.S. support for a second 
replenishment of IFAD (unless accompanied by appropriate 
caveats). 

o Could necessitate reductions for other higher priority 
multilateral and bilateral foreign assistance programs. 

o Could set a precedent for accelerating payment of U.S. 
pledges to other multilateral development institutions. 

Option 2: Accelerate Payment Schedule to Complete Commitment in 
FY 1985. 

Request $90 million in FY 1985 budget. 

Advantages: 

o Next best option for complying with the Administration's 
financial commitment to IFAD. 

o Would avoid demise of IFAD that could result from a 
slowdown of major donors' contributions. 

Disadvantages: 

o Same disadvantages of Option 1 plus has negative budget 
impact in that it requires an increase over the FY 1984 
budget and the pending State-AID FY 1985 budget request 
for IFAD. 

Option 3: Accelerate Somewhat the FY 1985 Payment Schedule. 

Request $70 million in FY 1985 budget and $20 million 
in FY 1986 budget. 

Advantages: 

o Might be enough to demonstrate U.S. good faith efforts to 
meet its commitments. 

o OECD nations probably would not withhold funding with 
this increased show of U.S. support. 
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Disadvantages: 

o Combines most of the disadvantages of Options 1, 2 and 4. 

Option 4: Maintain Current Payment Schedule. 

Request $50 million in FY 1985 budget and $40 million 
in FY 1986 budget. 

Advantages: 

o No budget increase over FY 1984. 

o Requires no increase over pending State-AID FY 1985 
budget request for IFAD. 

o Avoids U.S. action that is inconsistent with its behavior 
towards other multilateral and bilateral international 
assistance programs. 

Disadvantages: 

o Constitutes a signal that the U.S. has a low regard for 
IFAD and is not prepared to honor its commitment. 

o Could prematurely signal U.S. opposition to a second 
replenishment of IFAD (unless accompanied by appropriate 
caveats ) . 

o Would seriously damage IFAD if OECD nations withhold 
final contribution. 

o Leaves U.S. paired with Iran and Libya. 

Issue 2: U.S. Participation in Negotiation of a Second 
Replenishment of IFAD 

The Cabinet Council agreed to recommend that the U.S. indicate a 
willingness to discuss a second replenishment of IFAD with the 
following two stipulations: 

o The OPEC countries maintain their current 43 percent 
share of IFAD contributions. 

o The U.S. share not increase above the current 17 percent 
level. 

This approach would shift the focus of attention in the IFAD 
discussions from how rapidly the U.S. will fulfill its 
outstanding contributions, and whether we will agree to a second 
replenishment, to the OPEC desire to reduce their share of IFAD 
contributions. Should the second replenishment discussions prove 
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inconclusive, the U.S. would not be seen as responsible for a 
failure to reach an agreement under this strategy. 

Arguments For Participation in Second Replenishment 

1. IFAD places emphasis on small farmer and rural poor. IFAD is 
the only multilateral institution which is focused entirely on 
small farmers and landless poor. Successful projects can make a 
major impact in raising nations to agricultural self-reliance. 
As a specialized agency, IFAD can develop the depth of experience 
needed to design effective targeted projects and innovations. 
U.S. support of IFAD is a clear international illustration of our 
support for the agricultural sector. 

2. IFAD provides for a partnership between OECD and OPEC 
countries. The governance of IFAD emphasizes partnership between 
OECD and OPEC. This serves an important diplomatic purpose by 
creating a forum for cooperation among the Arab and industrial­
ized states. 

3. IFAD leverages U.S. dollars. The U.S. contribution share to 
MDBs is generally 25 percent. In IFAD, the current U.S. share is 
17 percent. As a result, the U.S. contribution gets more project 
dollars into the field than any other use. IFAD mobilizes more 
petrodollars for development per U.S. dollar invested than any 
other development institution. It is unlikely that OPEC states 
would divert t heir IFAD contributions to other international 
assistance programs, should IFAD's funding be reduced or 
elimi n ated. 

4. IF AD is a n efficient, low-overhead operation. IFAD operates 
with a lim ited num ber of staff. By design, it is a "fund", not a 
"bank", a nd is struct urally prohibited from being involved in 
project i mplementation. Thus, administration of projects are 
undertaken by other institutions whic h cofinance IFAD projects. 
A recent study by Elmer Staats, former Comptroller General of the 
U.S., concluded that IFAD's staff was actually too small. 

5. There are signs of growing support for IFAD in Congress. 
Senator Hatfield recently pledged his cooperation in securing 
appropriations necessary to keep IFAD a viable institution. 

Arguments Against Participation in Second Replenishment 

1. IFAD duplicates the programs of AID and MDBs. Bilateral and 
multilateral foreign assistance programs are already heavily 
oriented toward agriculture. Approximately half of U.S. 
development assistance goes into the agricultural sector. Most of 
these funds are spent on research and large infrastructure 
projects, rather than on projects with direct application to the 
rural poor. The results of these research and large scale 
projects may be more beneficial in the long run than small scale 
rural development projects. 



6 

2. !FAD has accomplished its mission. To the extent that !FAD 
was formed because of a lack of donor attention to the problems 
of the rural poor, it has accomplished its mission. Various 
industrialized countries and multilateral institutions are now 
placing increased emphasis on assisting the rural poor. 

3. The U.S. lacks control over !FAD. !FAD loans are being made 
to countries such as Cuba, Nicaragua and Guyana. The U.S. does 
not have a blocking vote over country loans nor has it been 
successful in influencing IFAD's lending policy. 

4. !FAD is one more drain on the Treasury. The U.S. could save 
a significant amount of money by dropping out of !FAD. 
Alternatively, the U.S. could supplement its bilateral assistance 
programs with funds that heretofore have gone to !FAD. 

5. Long-standing congressional concerns about !FAD will be 
revived. Congress has been critical of IFAD in the past and has 
delayed funding due to concerns related to: the perception of a 
rapidly expanding IFAD staff; IFAD's loans to countries that are 
objectionable to the U.S.; and the lack of equity between OECD 
and OPEC donors in their contributions to IFAD. 

Options 

The Council considered two options. 

Option 1: Participate in the negotiation of a second 
rep l e ni shment of !FAD with an understanding that t h e 
U.S. contribution to the second replenishment will be 
subject to strict predetermined conditions. 

Option 2: Ref u se to participate in the negotiation of a second 
replenishment of IFAD. 

Decision 

Issue 1: What is the appropriate level of the U.S. FY 1985 
contribution to IFAD? 

Option 1 

Option 2 

Maximum Acceleration of Payment 
Schedule. 

Request $40 million in FY 1984 
Supplemental and $50 million in FY 1985 
budget. 

Accelerate Payment Schedule to Complete 
Commitment in FY 1985. 

Request $90 million in FY 1985 budget. 
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Option 3 Accelerate Somewhat FY 1985 Payment 
Schedule. 

Request $70 million in FY 1985 budget 
and $20 million in FY 1986 budget. 

Supported by: Agriculture. 

Option 4 Maintain Current Payment Schedule. 

Request $50 million in FY 1985 budget 
and $40 million in FY 1986 budget. 

Note: 

Supported by: State, Treasury and 0MB. 

AID would like to do something to indicate U.S. 
interest in IFAD but has not recommended a 
specific proposal. 

Should the U.S. participate in the negotiation of a 
second replenishment of IFAD? 

Option 

Option 2 

Participate in the negotiation of a second 
replenishment of IFAD with an understanding 
that the U.S. contribution to the second 
replenishment would be subject to strict 
predetermined conditions. 

Refuse to participate in the negotiation of 
a second replenishment of IFAD. 

Recommendation: The Cabinet Council on Food and 
Agriculture unanimously recommends Option 1, specifying 
that U.S. participation in a second replenishment of 
IFAD be subject to the following conditions: 

o The OPEC countries maintain their current 43 
percent share of IFAD contributions. 

o The U.S. share not increase above the current 17 
percent level. 

Approve Disapprove 

If you approve this general approach, the Council will 
refine the other elements of the U.S. negotiating 
position on a second replenishment for your 
consideration. 
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Document No. l 75146CS ---------

WHITE HOUSE- STAFFING MEMORANDUM 

DATE: 12/20/83 ACTION/CONCURRENCE/COMMENT DUE BY: December 23 - 3:00 p.m 

SUBJECT: DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ JENKINS □ □ 
MEESE □ ✓ McFARLANE V □ 
BAKER □ ✓ McMANUS □ □ 
DEAVER □ ✓ MURPHY □ 
STOCKMAN □ □ OGLESBY V □ 
DARMAN OP ~ ROGERS □ □ 
FELDSTEIN □ □ SPEAKES ~ □ 
FIELDING ~□ SVAHN V □ 
FULLER □ □ VERSTANDIG V □ 
GERGEN ::,> ✓ □ WHITTLESEY ~ □ 
HERRINGTON ✓ o ~ □ 
HICKEY □ □ ~MMI □ 

REMARKS: 

Please provide any comments on the attached memorandum by 3:00 p.m. 
It will be scheduled for review with the President after the first of 
year. Thank you. 

RESPONSE: 

Richard G. Darman 
Assistant to the President 

Ext. 2702 

r 

the 
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L33 o:c 2 PM 12= 22 THE WHITE HOUSE 

WASHINGTON 

December 23, 1983 

MEMORANDUM FOR RICHARD G. DARMAN 
ASSISTANT TO THE PRESIDENT 
AND DEPUTY TO THE CHIEF OF STAFF 

FROM: FRED F. FIELDIN~, 
COUNSEL TO THE ~SIDENT 

I' 3 DEC 28 P:1 I= 58 

SUBJECT: Draft Decision Memorandum re: International Fund 
for Agricultural Development 

Counsel's Office has reviewed the above-referenced draft decision 
memorandum and, from a legal perspective, has no objection to any 
of the recommendations presented being exercised by the Presi­
dent. The question of how rapidly the U.S. completes its commit­
ment to provide funding to the International Fund for Agricul­
tural Development (IFAD) under the "first replenishment," the 
first issue presented in the decision memorandum, is a policy 
one. The only legal issues that may perhaps be involved are ones 
of international law that do not restrict the President's author­
ity to act on any of the options presented to him. 

Whether the U.S. should participate in the negotiation of a 
"second replenishment" of IFAD's capital, the second issue 
presented, is also only a policy question. By the terms of the 
IFAD Agreement, "Members" (including the U.S.) may be "invited" 
to make additional contributions; they cannot be required to do 
so. Agreement Establishing the International Fund for Agricul­
tural Development, June 13, 1976, Art. 4, sec. 3, 28 u.s.T. 8435, 
8442, T.I.A.S. 8765 at 7. Participating in the negoitations will 
not, absent further agreement , obligate the U.S. to make future 
contributions to IFAD. 
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~cc.:s\ ' ' ~(.J 5 Document No. l 75146CS 

\' 83 OEC 2 \ PM ., :_ 4 9 

WHITE HOUSE STAFFING MEMORANDUM 

DA TE: __ 1_2.:...../_2 0_,/_8_3 __ ACTION/CONCURRENCE/COMMENT DUE BY: December 23 - 3:00 p.m 

SUBJECT: 
DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ JENKINS □ □ 
MEESE □ ✓ McFARLANE ~ □ 
BAKER □ ✓ McMANUS □ □ 
DEAVER □ ✓ MURPHY □ 
STOCKMAN □ □ OGLESBY ~ □ 
DARMAN OP r/s ROGERS □ □ 
FELDSTEIN □ □ SPEAKES IV □ 
FIELDING ✓ o SVAHN V □ 

VERSTANDIG - ~v FULLER □ □ □ 
GERGEN ✓ o WHITTLESEY ~ □ 
HERRINGTON ✓ o rAi~ □ 
HICKEY □ □ SMMI □ 

REMARKS: 

Please provide any comments on the attached memorandum by 3:00 p.m. 
It will be scheduled for review with the President after the first of 
year. 

RESPONSE: 

Thank you. 

Richard G. Darman 
Assistant to the President 

Ext. 2702 

the 
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WHITE HOUSE- STAFFING MEMORANDUM 

DATE: __ 1_2...;../_2_0...;../_8_3 __ ACTION/CONCURRENCE/COMMENT DUE BY : December 23 - 3:00 p.m 

SUBJECT: DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ JENKINS □ □ 
MEESE □ ✓ McFARLANE V □ 
BAKER □ ✓ McMANUS □ □ 

DEAVER □ ✓ MURPHY □ 
STOCKMAN □ □ OGLESBY □ 
DARMAN OP ~ ROGERS □ □ 

FELDSTEIN □ □ SPEAKES [ij/ □ 
FIELDING ✓ □ SVAHN V □ 
FULLER □ □ VERSTANDIG ~ □ 
GERGEN ✓ o WHITTLESEY ~ □ 
HERRINGTON ✓ o ~~ □ 
HICKEY □ □ ~MMI □ 

REMARKS: 

Please prov ide any comments on the attached memorandum by 3:00 p.m. 
It will be scheduled for review with the President after the first of 
year. Thank you. 

RESPONSE : Issue One: Option 4 more consistent with our need fo r 
budg etary con straint. Our 1984 Supplementals are already getting 
out o f hand. 

Issue Two: Concur on 

Richard G. Darman 
Assistant to the President 

Ext. 2702 

r 

the 
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1983 D£C 2 I AM 9= 48 Document No. _1_7_5_1_4_6c_s ____ _ 

WHITE HOUSE- STAFFING MEMORANDUM 

DATE: 12/20/83 ACTION/CONCURRENCE/COMMENT DUE BY: December 23 - 3:00 p.m 

SUBJECT: DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ JENKINS □ □ 
MEESE □ ✓ McFARLANE l¥ □ 
BAKER □ ✓ McMANUS □ □ 

DEAVER □ ✓ MURPHY □ 
STOCKMAN □ □ OGLESBY l\Y' □ 
DARMAN OP ~ ROGERS □ □ 
FELDSTEIN □ □ SPEAKES lV □ 
FIELDING ✓ o SVAHN ~ □ 
FULLER □ □ VERSTANDIG V □ 

GERGEN ✓ o WHITTLESEY = :::, ~ □ 
✓ o ~mrf~ HERRINGTON □ 

HICKEY □ □ SI\Vc-\1 □ 

REMARKS: 

Please provide any comments on the attached memorandum by 3:00 p.m. 
It will be scheduled for review with the President after the first of 
year. Thank you. 

RESPONSE: / ~/:J.u /&- J 

15S1t-e I Of /lON '-I 
<D/ ;,;,.; I 

:J'°'/J-C,,k L, {jwz:fe,-,/Jv~ 
t)pl-

Richard G. Darman 
Assistant to the President 

Ext.2702 

the 
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MEMORANDUM 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

December 23, 1983 

fOR RICHARD G. DARMAN 
ASSISTANT TO THE PRESIDENT 
AND DEPUTY TO THE CHIEF OF STAFF 

FRED F. FIELDING Orig. signed by FFF 
COUNSEL TO THE PRESIDENT 

Draft Decision Memorandum re: International Fund 
for Agricultural Development 

Counsel's Office has reviewed the above-referenced draft decision 
memorandum and, from a legal perspective, has no objection to any 
of the recommendations presented being exercised by the Presi­
dent. The question of how rapidly the U.S. completes its commit­
ment to provide funding to the International Fund for Agricul­
tural Development (IFAD) under the "first replenishment," the 
first issue presented in the ·decision memorandum, is a policy 
one. The only legal issues that may perhaps be involved are ones 
of international law that do not restrict the President's author­
ity to act on any of the options presented to him. 

Whether the U.S. should participate in the negotiation of a 
"second replenishment" of IFAD's capital, the second issue 
presented, is also only a policy question. By the terms of the 
IFAD Agreement, "Members" (including the U.S.) may be "invited" 
to make additional contributions; they cannot be required to do 
so. Agreement Establishing the International Fund for Agricul­
tural Development, June 13, 1976, Art. 4, sec. 3, 28 U.S.T. 8435, 
8442, T.I.A.S. 8765 at 7. Participating in the negoitations will 
not, absent further agreement,. obligate the U.S. to make future 
contributions to IFAD. 

ffF :DEW: j lkT 
FFFielding V 
DEWilson ,.· 
·subj eat 
Chron / 



THE WHITE HOUSE 

WASHINGTON 

December 23 , 1983 

MEMORANDUM FOR FRED F. FIELDING 

FROM: 

SUBJECT: 

D. EDWARD WILSON, JR ~ ,£. K//2- · 
Draft Decision Memorandum re: International Fund 
for Agricultural Development 

This memorandum from John R. Block, Chairman pro tempore, Cabinet 
Council on Food and Agriculture , requests the President's deci­
sion on two issues relating to the International Fund for Agri­
cultural Development (IFAD): (1) the appropriate level of the 
U.S . FY 1985 contribution to IFAD; and (2) whether the U.S. 
should participate in the negotiation of a second replenishment 
for IFAD. The first issue must be resolved for the President's 
FY 1985 budget; the second before February when negotiation of a 
second replenishment for IFAD is scheduled to resume. 

IFAD is a multilateral organization created in 1977 to mobilize 
financial resources, on concessional terms, for agricultural 
development. United States sponsorship of IFAD was based on 
three premises: (1) that the industrialized countries ("Category 
I " ) and petroleum exporting countries ("Category II") contribute 
equally for projects in developing countries ("Category III") 
that address the needs of small farmers and the rural poor; (2) 
that IFAD maintain a small staff; (3) that it not participate in 
the implementation of projects, simply fund them. These final 
two conditions were to limit IFAD to a funding role and to 
prevent the creation of "yet another international bureaucracy." 
See IFAD Agreement, infra, Art. 2 (Objectives and Functions), 28 
U. S . T. 8435 , 8439, T.I.A.S . 8765 at 4 . Disagreement over whether 
these "conditions" to U.S . participation are being met and 
funding of projects in Communist countries, while unstated, 
underlies the options presented in the decision memorandum. 

The original U.S . contribution to IFAD of $200 million was met in 
1980 . A "first replenishment" was negotiated immediately there­
after, with the U.S . committing, subject to Congressional appro­
priation, to contribute $180 million (17% of the total pledges). 
This contribution was to have been made by the end of 1983, but 
$90 million is still outstanding . 

The f i rst issue concerns the speed with which the U. S. pays this 
remaining $90 million obligation; the Cabinet Council does not 
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recommend that the commitment not be met. The second is whether 
the U.S. should participate in the negotiation of a "second 
replenishment" now that the first, running through 1983, has 
technically ended. 

Review of the IFAD Agreement, Agreement Establishing the Interna­
tional Fund for Agricultural Development, June 13, 1976, 28 
U.S.T. 8435, T.I.A.S. 8765, and other materials,~, GAO, 
Status Report on U.S. Participation in the International Fund for 
Agricultural Development, (March 27, 1981); several House and 
Senate Reports (in particular H. Rep. No. 98-192, 98th Cong., 2d 
Sess. (1983); Nawz, Legal Aspects of Co-Financing: the Experience 
of the International Fund for Agricultural Development, 32 Am. 
U.L. Rev. 121 (1982), leads to the conclusion that the I FAD 
Agreement is not "the law of the land" (as a treaty would be) 
such that the President's authority to decide when the U.S. will 
meet its remaining "first replenishment" commitment of $90 
million is restricted. 

How the U.S. chooses to meet its obligation to IFAD (or even 
whether the U.S. chooses to do so) is a political question which, 
to the best I am able to determine, is not subject to judicial 
review. E.g., Taylor v. Morton, 23 Fed. Cas. 784 (No. 13,799) 
(C.C.D. Mass. 1855); Foster v. Neilson, 2 Pet. (27 U.S.) 253,309 
(1829). Even if a violation of domestic law were alleged that 
might impact the President's decision making authority, such an 
allegation is obviated by the fact that the U.S. commitment is 
conditioned on Congress appropriating the necessary funds. This 
Congress has not done (although in 1983 the House Committee on 
Foreign Affairs attempted, without success, to force the Presi­
dent's hand by authorizing that all funds subsequently appropri­
ated for international projects in "agricultural, rural 
development and nutrition" would be available to meet the U.S. 
obligation under the first replenishment). H. Rep. No. 98-192, 
supra, at 52-53. 

Similar reasoning applies to the second issue, whether the U.S. 
will participate in negotiation of a "second replenishment" of 
IFAD's capital. In addition, the IFAD Agreement, Art. 4, sec. 3, 
provides that the Governing Council may "invite" members to make 
additional contributions; it cannot require them to do so. 28 
U.S.T. at 8442, T.I.A.S. 8765 at 7. Participating in the 
negotiations, therefore, will not obligate the U.S. to make 
additional contributions. 

Howard "Tim" Fry, GC, AID, and Bob Lester of his staff (632-8405) 
confirmed my understanding of the law in this area and raised an 
ancillary issue based on P.L. 97-113, Section 301(c) (adding an 
authorization for IFAD appropriations to Section 103, "Interna­
tional Organizations and Programs," of the Foreign Assistance Act 
of 1961), and section 154 of P.L. 97-337 which provides that no 
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funds provided for International Organizations and Programs 
"shall be available for the United States' proportionate share 
for any programs for the Palestine Liberation Organization, the 
Southwest Africa Peoples Organization or Cuba.". 

As this issue bears on the manner in which U.S. contributions are 
spent by IFAD, not on whether or how the U.S. contributes (the 
subject of the decision memorandum), I raise it simply for your 
information. US AID, which oversees U.S. participation in I FAD, 
monitors IFAD's projects closely and routinely reminds the I FAD 
Governing Council and President that U.S. monies cannot be spent 
for any programs for any of the three organizations listed i n 
Section 154, notwithstanding the provision of the IFAD Agreement 
stating that contributions "shall be made without restrictions as 
to use." IFAD Agreement, supra, Art. 4, sec. 5(a), 28 U.S.T. at 
8442, T.I.A.S. 8765 at 7. 

Based upon my review, it appears that we have no legal objection 
to the decision memorandum. Attached with the incoming is a 
memorandum for your review and comment or signature to Richard G. 
Darman expressing this opinion. 

This item is due by 3:00 pm Friday, December 23, 1983. 



Document No. l 75146CS ---------

WHITE HOUSE- STAFFING MEMORANDUM 

DATE: 12/20/83 ACTION/CONCURRENCE/COMMENT DUE BY: December 23 - 3:00 p.m 

SUBJECT: DRAFT DECISION MEMORANDUM RE INTERNATIONAL FUND FOR AGRICULTURAL 

DEVELOPMENT 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ □ JENKINS □ □ 
MEESE □ ✓ McFARLANE V □ 
BAKER □ ✓ McMANUS □ □ 
DEAVER □ ✓ MURPHY □ 

STOCKMAN □ □ OGLESBY V □ 
DARMAN OP r¢( ROGERS □ □ 
FELDSTEIN □ □ SPEAKES ~ □ 
FIELDING ;::,, ✓ o SVAHN V □ 
FULLER □ □ VERSTANDIG ~ □ 
GERGEN ✓ o WHITTLESEY ~ □ 
HERRINGTON ✓ o ~ -

&\ □ 

HICKEY □ □ ~MMI □ 

REMARKS: 

Please provide any comments on the attached memorandum by 3:00 p.m. 
It will be scheduled for review with the President after the first of 
year. Thank you. 

RESPONSE : 

1983 DEC 20 AM IQ: 40 Richard G. Oarman 
Assistant to the President 

Ext. 2702 

r 

the 



MEMORANDUM FOR 

FROM: 

SUBJECT: 

Issues 

THE WHITE HOUSE 

WASHINGTON 

December 14, 1983 

THE PRESIDENT Q ~A2/J 
JOHN R. BLOCK, c~r£~:;ORE, 
THE CABINET COUNCIL ON FOOD AND AGRICULTURE 

International Fund for Agricultural Development 

This memorandum requests your decision on two issues relating to 
the International Fund for Agricultural Development (!FAD) which 
the Cabinet Council on Food and Agriculture has recently 
discussed. The two issues are: 

o What is the appropriate level of the U.S. FY 1985 
contribution to !FAD? 

o Should the U.S. participate in the negotiation of a 
second replenishment of !FAD? 

The first issue needs to be resolved for your FY 1985 budget. 
The last issue needs to be resolved before February when 
negotiation of a second replenishment of !FAD is scheduled to 
resume. 

Background 

The International Fund for Agricultural Development (!FAD) is an 
outgrowth of the 1974 World Food Conference. It was established 
in December 1977 to mobilize additional resources to be made 
available on concessional terms for agricultural development. 
Under the agreement establishing !FAD, industrialized countries 
(Category I) and petroleum-exporting countries (Cateogry II) 
contribute resources for projects in developing countries 
(Category III) that address the needs of small farmers and the 
rural poor. 

IFAD's initial funding for 1978-1980 amounted to $1 billion, $200 
million of which was contributed by the U.S. !FAD has a staff of 
approximately 165, half professional and half support. Most of 
IFAD's projects are cofinanced by existing multilateral 
institutions, such as the World Bank and the regional development 
banks. However, !FAD also cooperates with national 
organizations, including development-oriented agencies like the 
U.S. Agency for International Development (AID). 
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Issue 1: Level of U.S. FY 1985 Contribution to IFAD 

The Cabinet Council agreed to recommend that the Administration 
fulfill its commitment ~o complete the fi~st replenishment by 
contributing the remaining $90 million owed to IFAD. The Council 
disagreed on how rapidly the U.S. should complete this contri­
bution. Some felt there was no reason to accelerate our current 
payment schedule of $50 million in FY 1985 and $40 million in FY 
1986. Others felt this schedule could precipitate other nations 
slowing down their contributions with the U.S. bearing the burden 
of criticism that we were undermining the Fund. 

The first replenishment of IFAD was negotiated to provide funds 
for three calendar years, 1981-1983. The pledged U.S. share was 
$180 million (17 percent of the total pledges). By December 31, 
1983, the end of the period covered by the first replenishment, 
the U.S. will have contributed $90 million. The current plan for 
fulfilling the outstanding U.S. IFAD obligation calls for a $50 
million budget request in FY 1985 and a $40 million budget 
request in FY 1986. 

Except for Iran and Libya, other donors already have contributed 
roughly two-thirds of their pledges and are prepared to complete 
their contributions in late 1983 or early 1984. 

As a matter of policy, the Administration has attempted to meet 
its obligations to all multilateral development banks (MDBs). 
The IFAD pledge is an obligation incurred by this Administration. 
You have indicated in writing that the U.S. plans to provide the 
balance of the U.S. contribution to IFAD before the end of 1983 
(see attached letter to President Zia). 

Four major Category I donors (United Kingdom, West Germany, 
France, Canada and Japan) recently informed the U.S. that they 
would draw out their first replenishment contributions, if the 
U.S. refused to accelerate payment of its pledge. 

Options 

The Council considered four options. 

Option 1: Maximum Acceleration of Payment Schedule. 

Request $40 million in FY 1984 Supplemental and $50 
million in FY 1985 budget. 

Advantages: 

o Comes as close as presently possible to complying with 
this Administration's financial commitment to IFAD. 

o Would not interfere with the pending State-AID budget 
request for FY 1985. 



3 

o Would have an advantageous effect on the economic­
military assistance ratio in the FY 1984 Supplemental. 

o Would avoid demise of IFAD that could result from a slow­
down of major donors' first replenishment contributions. 

Disadvantages: 

o Could prematurely signal U.S. support for a second 
replenishment of IFAD (unless accompanied by appropriate 
caveats). 

o Could necessitate reductions for other higher priority 
multilateral and bilateral foreign assistance programs. 

o Could set a precedent for accelerating payment of U.S. 
pledges to other multilateral development institutions. 

Option 2: Accelerate Payment Schedule to Complete Commitment in 
FY 1985. 

Request $90 million in FY 1985 budget. 

Advantages: 

o Next best option for complying with the Administration's 
financial commitment to IFAD. 

o Would avoid demise of IFAD that could result from a 
slowdown of major donors' contributions. 

Disadvantages: 

o Same disadvantages of Option 1 plus has negative budget 
impact in that it requires an increase over the FY 1984 
budget and the pending State-AID FY 1985 budget request 
for IFAD. 

Option 3: Accelerate Somewhat the FY 1985 Payment Schedule. 

Request $70 million in FY 1985 budget and $20 million 
in FY 1986 budget. 

Advantages: 

o Might be enough to demonstrate U.S. good faith efforts to 
meet its commitments. 

o OECD nations probably would not withhold funding with 
this increased show of U.S. support. 
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Disadvantages: 

o Combines most of the disadvantages of Options 1, 2 and 4. 

Option 4: Maintain Current Payment Schedule. 

Request $50 million in FY 1985 budget and $40 million 
in FY 1986 budget. 

Advantages: 

o No budget increase over FY 1984. 

o Requires no increase over pending State-AID FY 1985 
budget request for IFAD. 

o Avoids U.S. action that is inconsistent with its behavior 
towards other multilateral and bilateral international 
assistance programs. 

Disadvantages: 

o Constitutes a signal that the U.S. has a low regard for 
IFAD and is not prepared to honor its commitment. 

o Could prematurely signal U.S. opposition to a second 
replenishment of IFAD (unless accompanied by appropriate 
caveats). 

o Would seriously damage IFAD if OECD nations withhold 
final contribution. 

o Leaves U.S. paired with Iran and Libya. 

Issue 2: U.S. Participation in Negotiation of a Second 
Replenishment of IFAD 

The Cabinet Council agreed to recommend that the U.S. indicate a 
willingness to discuss a second replenishment of IFAD with the 
following two stipulations: 

o The OPEC countries maintain their current 43 percent 
share of IFAD contributions. 

o The U.S. share not increase above the current 17 percent 
level. 

This approach would shift the focus of attention in the IFAD 
discussions from how rapidly the U.S. will fulfill its 
outstanding contributions, and whether we will agree to a second 
replenishment, to the OPEC desire to reduce their share of IFAD 
contributions. Should the second replenishment discussions prove 
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inconclusive, the U.S. would not be seen as responsible for a 
failure to reach an agreement under this strategy. 

Arguments For Participation in Second Replenishment 

1. IFAD places emphasis on small farmer and rural poor. IFAD is 
the only multilateral institution which is focused entirely on 
small farmers and landless poor. Successful projects can make a 
major impact in raising nations to agricultural self-reliance. 
As a specialized agency, IFAD can develop the depth of experience 
needed to design effective targeted projects and innovations. 
U.S. support of IFAD is a clear international illustration of our 
support for the agricultural sector. 

·2. IFAD provides for a partnership between OECD and OPEC 
countries. The governance of IFAD emphasizes partnership between 
OECD and OPEC. This serves an important diplomatic purpose by 
creating a forum for cooperation among the Arab and industrial­
ized states. 

3. IFAD leverages U.S. dollars. The U.S. contribution share to 
MDBs is generally 25 percent. In IFAD, the current U.S. share is 
17 percent. As a result, the U.S. contribution gets more project 
dollars into the field than any other use. IFAD mobilizes more 
petrodollars for development per U.S. dollar invested than any 
other development institution. It is unlikely that OPEC states 
would divert their IFAD contributions to other international 
assistance programs, should IFAD's funding be reduceq or 
eliminated. 

4. IFAD is an efficient, low-overhead operation. IFAD operates 
with a limited number of staff. By design, it is a "fund", not a 
"bank", and is structurally prohibited from being involved in 
project implementation. Thus, administration of projects are 
undertaken by other institutions which cofinance IFAD projects. 
A recent study by Elmer Staats, former Comptroller General of the 
U.S., concluded that IFAD's staff was actually too small. 

5. There are signs of growing support for IFAD in Congress. 
Senator Hatfield recently pledged his cooperation in securing 
appropriations necessary to keep IFAD a viable institution. 

Arguments Against Participation in Second Replenishment 

1. IFAD duplicates the programs of AID and MDBs. Bilateral and 
multilateral foreign assistance programs are already heavily 
oriented toward agriculture. Approximately half of U.S. 
development assistance goes into the agricultural sector. Most of 
these funds are spent on research and large infrastructure 
projects, rather than on projects with direct application to the 
rural poor. The results of these research and large scale 
projects may be more beneficial in the long run than small scale 
rural development projects. 

r 
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2. IFAD has accomplished its mission. To the extent that IFAD 
was formed because of a lack of donor attention to the problems 
of the rural poor, it has accomplished its mission. Various 
industrialized countri~s and multilateral institutions are now 
placing increased emphasis on assisting the rural poor. 

3. The U.S. lacks control over IFAD. IFAD loans are being made 
to countries such as Cuba, Nicaragua and Guyana. The U.S. does 
not have a blocking vote over country loans nor has it been 
successful in influencing IFAD's lending policy. 

4. IFAD is one more drain on the Treasury. The U.S. could save 
a significant amount of money by dropping out of IFAD. 
Alternatively, the U.S. could supplement its bilateral assistance 
programs with funds that heretofore have gone to IFAD. 

5. Long-standing congressional concerns about IFAD will be 
revived. Congress has been critical of IFAD in the past and has 
delayed funding due to concerns related to: the perception of a 
rapidly expanding IFAD staff; IFAD's loans to countries that are 
objectionable to the U.S.; and the lack of equity between OECD 
and OPEC donors in their contributions to IFAD. 

Options 

The Council considered two options. 

Option 1: Participate in the negotiation of a second 
replenishment of IFAD with an understanding that the 
U.S. contribution to the second replenishment will be 
subject to strict predetermined conditions. 

Option 2: Refuse to participate in the negotiation of a second 
replenishment of IFAD. 

Decision 

Issue 1: What is the appropriate level of the U.S. FY 1985 
contribution to IFAD? 

Option 1 

Option 2 

Maximum Acceleration of Payment 
Schedule. 

Request $40 million in FY 1984 
Supplemental and $50 million in FY 1985 
budget. 

Accelerate Payment Schedule to Complete 
Commitment in FY 1985. 

Request $90 million in FY 1985 budget. 

r 
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Option 4 
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Accelerate Somewhat FY 1985 Payment 
Schedule. 

Request $70 million in FY 1985 budget 
and $20 million in FY 1986 budget. 

Supported by: Agriculture. 

Maintain Current Payment Schedule. 

Request $50 million in FY 1985 budget 
and $40 million in FY 1986 budget. 

Supported by: State, Treasury and 0MB. 

Note: AID would like to do something to indicate U.S. 
interest in !FAD but has not recommended a 
specific proposal. 

Issue 2: Should the U.S. participate in the negotiation of a 
second replenishment of !FAD? 

Option 1 

Option 2 

Participate in the negotiation of a second 
replenishment of !FAD with an understanding 
that the U.S. contribution to the second 
replenishment would be subject to strict 
predetermined conditions. 

Refuse to participate in the negotiation of 
a second replenishment of !FAD. 

Recommendation: The Cabinet Council on Food and 
Agriculture unanimously recommends Option 1, specifying 
that U.S. participation in a second replenishment of 
!FAD be subject to the following conditions: 

o The OPEC countries maintain their current 43 
percent share of !FAD contributions. 

o The U.S. share not increase above the current 17 
percent level. 

Approve Disapprove 

If you approve this general approach, the Council will 
refine the other elements of the U.S. negotiating 
position on a second replenishment for your 
consideration. 

r 
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