d

DEVELOPMENT -ASSISTANCE COMMITTER

Annual Aid Review 1971

(Statistical Tables-will be circulated Later)

MEMORANDUM OF THE UNITED STATES

Office of International Assistance Coordination
Bureaun for Program and Policy Coordination
Agency Tor International Development

April 30, 1971



jharold
Rectangle


-

U. 8. ANNUAL ATp REVIEW - 1971

Table of Contents

Part One - Narrative

Introduction

I, Development Assistance Pollicy .

A Wew U, S. Assistance Policy for the 1970's

A Wew U, 8. Structure for Bilateral Assistance

International Development Corporation
International Development Institute
Overseas Private Investment Corporation
Inter-American Soclal Development Institute
Humanitarian Assistance

Food Aid

Coordination

of Aid

By Category

Source of Funds

" Change in Pipeline

Estimates for 1971 '

A.
B.

1.

2.

3.

L,

5.

6.

7.

II. Volume
A,
B.
cC.
D.
E.

Medium-Term Prospects

Page

AVo R & o B L U @)

12
1h
15
15
16
16
19
19
26
31
31
32



b ]

ITI.

Iv.

VI.

VIT.

- ii -

3
N
JTerms:and 'Conditions

4

A,

B.

C.

D,

Official 1970 ODA
Untying of Assistance
Trends for 1O71

"t

Export Credits

Geographic and Sectoral Distribution

A,

B,

C.

1970 Actuals and Estimate for 1971
Distribution By Purpose and Sector

Trends in Criteria for Aid Allocation

Assistance Administration in Transition

A.

B.

Cl

D.

Administrative Organizations
Measures to Strengthen Administration
International Coordination of Aid Programs

Coordination with Other Donocrs

Technical Assistance

A,

B,

C.

D.

Expert Qualifications and Recruitment .
New Measures to Meet Needs of Recipients
Assigtance in Research

E&aluation

Private Sector

A,

B.

Flow of Priﬁate Capital

Private Won-Profit Flows

Annex A - Summary Functions of A,I,D,

Page
3l
3k
35
36
37
38
38
39
40
43
43
45
46

50
50
52
5k
56
63
63
68

73



(]

Introduction

There were several encouraging developments in U. S. foreign assistance
programs during the past year. Specificelly the U. 8. has:

- reversed the downward trend in appropriations for development
assistance

- Halted the decline in official disbursements

-~ rapidly increased investments, thus raising the total flow
of resources to the developing countries

- made all developing countries eligible sources for
procurement under U. §. development loan finencing

~ agreed to a substantially increased IDA

agreed to inereases in the IDB regular capital and the FSO.

Also, during the year work was completed on aid reorganization and
proposels were submitted to the Congress.

Trends In Resource Flows

In September 1970 President Nixon sent a messege to the Congress on "Foreign
Assistance for the Seventies". In it he reaffirmed the strong support

of the United -States for the internationsl development process and
reiterated. our commitment to reverse the downward tremd in the volume of
aid. There was considerable progress toward this objective during 1970.
Total flows increased by $655 million; A.I.D. appropriations for Fiscal

Year 1971 were up by $309 million, including a 14.5 percent increase in
"Development Assistance." Total resource flows to developing ecountries in
1970 were 0.56 percent of GNP compared to 0.51 percent in 1969.

Net Disbursements
($ millions)

1969 1970 Chenge

Official Development Assistance 3,163 3,119 -Ll
Other Official 165 168 + 3

Total Official 3,328 3,287 =47
Private Flows a/ 1,459 2,155 +696

Total Flows 4,787 5,442 +655
ﬁ of GNP

Total Flows .51 .56

ODA .3k .32

a/ Including reinvested earnings of $507 million in 1969
and an estimate of $550 million in 1970.
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Gross ODA disbursements were almost unchangéd in 1970. Gains in disburse-
ments to multilatersl agencies almost offset declines in Peace Corps

and Social Progress Trust Fund expenditures. A:I.D. disbursements increased
slightly, while Food for Peace shipments were almost unchanged from

the 1969 level. An increase in amortization receipts accounted for the

drop of about 1 percent ($4l million). Appropriations for A.I.D. increased
in both FY 1970 and 1971 and disbursements will reflect this in 1971 and
ig72.

A,I.D. Appropriations (in mil;ions of dollars)

FY Development Supporting Total Economic
Agsigtance Assistance Agsigtance

1969 1,015.6 365 1,380.6

1970 . 1,029.9 395 1,424.9

1971 1,164.3 569.6 1,733.9

In the "Qther Official” category, Export-Import Bank loans increased
substentially in 1970 (11 percemt) and CCC commercial ssles programs doubled
in volume. However, amortization payment also rose sharply in these
programs holding the increase in net disbursements to only $3 million.

Private flows inecreased sharply in 1970 by almost $700 million. While full

details are not yet available, a -substantial part of the increase was in
private purchases of World Bank and othar international agency bonds.
There also was a marked increase in privete export credits.

Factors Affecting Aid

Competing national priorities, domestic economic problems, substantial
Free World defense obligations, and the Vietnam war pose major constraints
upon the volume of U. 5. foreign aid.

While the rate of domestic inflation moderated somewhat in the second
half of 1970, it remained a prime economic problem. Efforts to curb
inflation required continued limitations on public expenditures, including
those for aid in 1970.

In addition, the United States balance of payments deficit continued to

be a serious problem., One Important element is the level of defense
expenditures abroad, but the problem is much broader. The competitive
position of U. 8. buginess in domestic and foreipgn markets bhas weakened and
the differences in interest rates provide incentives for the outflow of
capital. The balance on current account plus capital flows is inadeguate
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to offset the large expenditure arising from our military commitments
abroad, and from govermment grants and net capital outflows. Measures to
improve the balance of payments will remain of high priority. These may
include Bseekiinguimprovements in milifary burden sharing arrangements and
more equitable treatment of U. 5. products in international markets.

The issue of national priorities has seized public attention in the

U. 3. and There has been increasing popular and Congressional scrutiny
of all budgetary requests including foreign aid. What the results of
this debate will be is as yet uncertain but there is recognition that the
U. 8. continues to have a major stake in the internstional development
efforts. The proposed separation of development and security assistance
will help to coalesce this constituency.

Congressional reaction to the President's FY 1971 annual budget request
for economic assistance was more muted than in previcus years. In large
part, this was a result of the two-year authorization which Congress had
granted in 1970. Since Congressional debate was limited to the
appropriations request, there was less discussion of the overall program
than in prior years.

Assistance Strategy for the 1970's

The Presidential message on "Foreign Assistance for the Seventies,”
(circulated to DAC members as an Amnex to the 1970 Memorandum) proposes
a major transformation in U. §. foreign assistance programs. The
President’®s proposals were bhased on the March 1970 Report of the Task
Force on International Development which was chaired by Rudolph Peterson
of the Bank of America. The President summarized the Feforms as follows:

"~ Distinguish clearly between our security, development and
humanitarian assistance programs and create separate
organizational structures. for each...

". Combine our various security assistance efforts...into one

echerent program, under the policy direction of the Department

of State...

"~ (Qreate a U. 8. International Development Corporation and a

U. 5. International Development Institute to replace the Agency
Tor International Development...

". Provide adequate funding for these new programs to support
essential U. §. foreign policy objectives in the years ahead.”
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The reform of the bilateral assistance program must be seen in the
context of total U. S. assistance policy. While creating a strong
bilateral assistance organization, the U. 8. will channel an increasing
share of its development assistance through multilateral institutions
as rapidly as practicable. We would also rely increasingly on the
internaticnal organizations to monitor performance, assess requirements
and negotiate necessary policy changes.

The U. 5. bilateral development assistance agencies will operate
inereasingly within a policy framework established by the multilateral
institutions, rely more heavily on the initiabtives of the lower income
countries, be concentrated in countries of special interest to the U. S.
and in areas of special U. S. competence, and be implemented where
feasible through the private sector with concommitant reduction in the
number of U. 8. Government employees overseas.

New Policies and Developments

United States support for multilateral development institutions is

indicated in the increases proposed for by the Presidents contributions

to the international development banks. Legislation has been submitted
authorizing $960 million, over a three-year period, for the U. S. share

cf the replenishment of the Intermational Development Association.

Separate legislative proposals provide for a $1 billion 3-year replenish-
ment of the Inter-American Development Bank's Fund for Special Operations
plus ordinary capital contributions to IDB of $824 million for three years, of
which $150 million would be paid in and the rest callable. An authorization
of $100 million is being sought for the Special Fund of the Asian
Developuent Bank.

In line with the President's proposals for a new aid strategy, a number
of actions were taken during 1970 to implement changes in the U. S. aid
philosophy, designed to increase the effectiveness of this aid. One of
the most important was the President's decision to extend procurement
under A,I.D. loans from Latin America to other IDC's. This move was a
further demonstration of our intention to seek reciprocal untying of all
donor assistance programs. In addition, the U. S. action was designed
not only to improve the quality of our assistance but to encourage trade
among developing countries. Other developments in 1970 included an
undertaking by the U. S. of debt rescheduling negotiations with four
countries {India, Indonesia, Ghana and the UAR). The agreement with
India rescheduled $8.6 million in 1970 and the agreement reached with
Indonesia in 1971 rescheduled $215.6 million.

In addition to the above, A.I.D. took several measures during the year
to improve the quality of its assistance and to ease the transition from
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from presgent administrative structures to the reform proposals recommended
by the President. During 1970 A.I.D.:

-~ Tmproved its capacity for undertaking assistance activities in
the field of export development. A new office was established
in AID/W to assist field missions in drawing up, togethexr with
their local country counterparts, comprehensive integrated programs
in this area. A major emphasis was placed on cooperation with
multilateral aid orgenizations (such as UNIDO, FAO, UNCTAD-GATT,
International Trade Center, CIPE, ECAFE, ete.). Extensive
discussions were held with these organizations and with UNDP
on development of a coordinating mechanism.

- Drew up plans to Increasingly centrallze development loan
functions in Washington and overseas regional loan- offices.

- Installed in all missions an improved system for planning and
evalvating technical assistance projects, emphasgizing the
creation of a process useful to decision-makers and suborxdinating
the reporting function. (Work haes also begun.on the possibility
of devising an evaluating system for Capital Assistance.)

- Finally during 1970 the Administrator of A.I.D. conducted two
special "Spring Reviews" on population and on land reform. The
population review was abtended by 225 participants-including
representatives of 28 A,I.D. field missions, 17 other U. S.
Government agencies, 16 universities and private institutions
and representatives from several Congressional offices and
interngtional agencies. The land reform review drew 300
perticipants. Tand reform experience of 30 countries was
examined.
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Development Assistance Policy

A, A Wew U. 3. Assistance Policy for the 1970's

In the two decades since the U, 8. first undertook foreign assistance
under the Marshall Plan, the emphasis of the U, 5. assistance programs
has moved from reconstruction of Europe to development in Asisa,
Africa and Iatin America. The objectives of U. 8. programs during
this period evolved as economic and social development become inter-
twined with security objectives. Through the 1960's U. S. forelgn
assistance appropriations declined réfE&ttingoin sthe main,:, » .7,
an obscuring of foreign aid purposes brought on by rapidly changing
world conditions.

In recognition of the nced %o reagppraise the purposes of foreign
assistance President Nixon in late 1969 appointed a task force

under the chairmanship of Mr. Rudolph Peterson, to make comprehensive
and detailed recommendations ontU. S. foreign assistance. On the
basis of the recommendation of the Peterson task force and subsequent
analysis by the National Securlty Council, the President in a message
to Congress on September 15, 1970 propcosed far-reaching changes in

U. 5. Foreign Assistance Policy. The President's message emphasized
the conditions affecting the development process had changed greatly
over the past two decades:

-~ The less-developed countries have mz=de impréssive Progress
and can now stand at the center of the internad onal development
process.

-- The internavional development institutions and an increasing
number of bilateral donors are expanding their aid programs.

-- An internstional donor community 1s emerging which
increasingly is more effective in coordinating donor response
to the initiatives of the IDC's.

The President also noted the need to clearly identify the separate
purposes of U. 5. assistance and to establish separate organizational
entities for security assistance and development assistance,
Following extensive deliberations within.the Executiverbranch.of
government, consultation with the U. S. Congress, and with! wlwiil oo,
various. sectors’ of the Ameérican paxbdic, the President on April 21,
1971 submitted to the Congress proposed new legislation which would
translate the last year's studies and deliberations into a new

U, 5. foreign assistance program.

The proposed legislation contains a statement of new U. 5. development
policy for the 1970's which reflects the U. 8, interest in international
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coopergtion for development. The statement notes that a basic goal
of the U. 5. is to improve economic and social conditions in all ;
developing countries of the world, primarily through the efforts of
the developing nations themselwves assisted by the technology and
resources of the more developed nations., Six basic principles

on which U. 5. development assistance is to be provided are set
forth.

1. The developing countries themselves should stand at the
center of the international development effort, establish-
ing their priorities and receiving assistance in relation
to the efforts they are making in their own behalf.
Assistance from the United States shall be used in
support of yself~help’ efforts.’

_3"({ LA,

2. TUnited States direct assistance should concentrate on
problems the solution of which will meke developing
countries more productive and self-reliant and ensble
theixr peopl&;to share more fully in the benefits of
technological and economic advance.

3« The United States should help to meke development a truly
international effort, by supporting multilateral institu-
tions and by coordinating United States direct assistance,
wherever feasible, with that of other countries and with
assistance provided through multilateral institutions.

4. United States assistance shall be responsive to and
facilitate regional cooperation by developing countries
in the solution of common problems,

5. United States international development poliecies should
seek to widen the use of private initiative, promote skills
and private resources in developing countries.

6. United States assistance must proceed from the recognition
that development is more than economic growth and includes
the building of such social, labor and civic institutions
as may be needed to assure wide participation in the
development process and dispersion of the benefits of
economic advance,

The development assistance policies set forth in the new legislation
reflect the general U. 3. endorsement of the objectives of the
International Development Strategy for the Second United Nations
Development Decade. In his message to Congresg of April 21, 1971
Pregident Nixon noted that the international development institutions
have continued their progress toward leadership in the international
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development process and called on the Congress to support his request
for additional funds for the Inter+American Development Bank and

the Asian Development Bank. He also noted that he would submit
legislation to authorize the U. 8. to double its coniribution to

the International Development Association and to authorize U. S.
prarticipation in the system of generalized tariff preferences for
the developing countries to improve the market for thé%r exports.

B. A New U. 8. Structure for Bilateral Assisbance

In his message to the Congress on the "Reorganization of U. S.

Foreign Assistance Programs”, the President proposed two new pieces
of legislation to clearly define distinet U. 8. aid objectivesg--an
International Security Assistance Act and an International Development
and Humanitarian Assistance Act.

The International Security Assistance Act.is designed to cover grant
military assistance, foreign military credits, public safety asglst-
ance, and economic supporting assistance. As has been the case in
the past, the function of economic supporting assistance will be to
assigt friendly govermments to maintain economic and political
stability. The President's request for funds uvnder the new Security
Assistance Act includes $7¢8 million for Economic Supporting
Assistance and  $100 million for a contingency fund which will be
available not only for "security assistance"” but for disaster relief
and other programs under the Imbernational Development and Huwan-
itarian Assistance Act.

The International Development and Humanitarian Assistance Act would
provide a comprehensive program of development assistance through
technical cooperation, development lending, housing guaranties,
voluntary contributions to international organizmations and programs,
and a coordinated program of bumanitarian assistance. The bill

would give the President authority to establish seperate new organiza-
tions to replace the Agency for Internation Development.*

The two organizations the President proposes to create would be:
-- An Internationsl Development Corporstion (IDC) to provide

loans to finance development projects and programs in the
lower income countries.

# The Congress had indicated that it will need time to consider the
President's proposals. Consequently, it may extend the Foreign Assistance
Act for another year.
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-- An International Development Institute (IDI) to seek research
breakthroughs on key problems of dewvelopment and to administer
our technical asslistance programs.

These would join two created by the last Congress:

~-- The Overseas Private Investment Corporation (OPIC) to promote
the role of private investment in The development process.

-~ The Inter-American Social Development Institute (ISDI) to
provide special attention to the social development needs of
Iatin America.

l. The U, 8, International Development Corporation

The new IDC would administer the U, S. bilateral lending program.
The awthorities sought for IDC and the operating style contem-
plated would make a major change the:ll; 6, &pproach to vo
development dending.... .. )

The U, S. Govermment believes the growing capacity of the
developing countries and the expanded network of intermational
development ingtitutions make it desirable that the United
States draw more fully on these expanded capacities to assume
an increasing leadership role in an international system for
development. This implies that U. 5. bilateral development
lending should be provided to,.the maximum extent possible
within a framework set by the international financial institubions.
This will require that the international financial institutions
accept greater responsibility for assessing requirements,-for
monitoring a borrowing country's performance and for defin--
ing-country.policy disstuesd.and .suggesting :change. S )

N

- s
T

a. Operative Procedures and Techniques

In its lending activities, the IDC will stress those areas
and countries in which the United States has a long-term
interest. It will give priority to programs and projects
endorsed by international aid coordinating groups of which
the United States is a meuber.

Total annual lending to any particular country will be the
result of

-~ -the quality of loan proposals presented by the country

-~ the availability of assistance from other sources
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~- the need for external =assistance and

~- the performance of the country, based on the assessment
of the international. finmancial institutions wherever
available.,

Unlike the present program, the IDC will not seek to determine
aggregate country lending levels in adwvance,

The IDC will employ a range of lending techniques--including
project loans, sector loans, loans to intermedisries and

_program loans. It will select whatever technique is most

appropriate to the finanecing proposal under consideration.

As a general rule, IDC program lending will be to those
countries where the international financial institutions

have negotiated the policy framework and have recommended
such lending, Over time it is also to be expected that the
proportion of program lending In IDC will decline both
because of an increasein such lending by the international
financial institutions and because IDC, as a matter of
policy, will not be a.residual lender. 1In addition, IDC will
seek to increase its lending to development hanks and other
financial intermedisxies in order to strengthen local private
enterprise; would undertake, wherever feasible, joint
financing with the international financial institutions;

and will have authority to lend to private entities; normelly
with a Government guaranty, but without one when conditions
make a public guaranty either unnecegsary or undesirable.

As a lending institution the IDC will be prepared to make
loans for technical services, particularly in the more ad-
vanced developing countries, provided such services are
relevant to the decision-making process for development
investments. In addition, serwvices closely related to its
lending operation; including services to assist in project
identification, project preparation, project implementation
and sector studies. IDC will rely toc the maximum extent
possible on contractors and other intermediaries rather than
develop its own technical services staff.

b. Management and Organization

The IDC will have a Board chaired by the Coordinator of

Development .Assistance and including two - private members,

the Secretaries of State and Treasury, and the Presidents of the IDC
ahd-the IDI. The Board will serve to gapprove loan proposals and
provide direction on all aspects of policy to the Management.

The internal organization of the IDC will reflect the
centralization of loan operations in Washington and will

be designed to assure
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~- objective and consistent judgements of country
creditworthiness;

-- uniform application of lcan criteria; and

-~ gloge coordination with international fimancial institu-
tions.

These objectives will be assured by funneling all loan
proposals through a single, high-level loan committee,
centralizing consideration of country creditworthiness,
and organizationally separating the consideration of
creditworthiness from the decisions on the merits of
the projects. :

In the field IDC staff will serve under the guidance of the
Ambassador. However, IDC :field representatlon will be kept

to a minimum. Whenever practicable, IDC will use visiting
teams to obtain necessary project informetion and supplement
general analytical data. Where regional organizations exist,
or where there are a large nuimber of small borrowers, regional
offices wmay be appropriate.

c. PFunding Authorities and Loan Terms

The IDC will be financed from three sources: appropriated
funds, authority to borrow on the capital market or from the
Treasury, and interest and emortization payments due on
outstanding loans. To insure continuity and stability of
operations, a three-year authorization is requested. For the
three-year period, an avthorization of $1.5 billion in appro-
priated funds and $1 billion in borrowing authority will be
sought. The illustrative annual operating level of the
Corporation would be a billion dollars, which would slightly
imply a loan level azbove the present AID loan availability
($850 million). This $1 billion fund would also finance
administrative costs and & small amount of grant technical
assistance.

The Board would have anthority to decide on loah terms appro-
priate for specific cases. There would be two basic categories
of loan terms: (1) for the more advanced developing countries,
loan terms with a ceiling about two percentage poinbts less
than the cost of the Corporation’s cost of borrowing, i.e.,

4-5 percent and (2) for other developing countries, the
interest rates would vary from 1 to 3 percent. The grace
period also could vary up to a maximum of 10 years, as could
the maturity period up to a meximum of k40 years. The

decision on loen terms appropriate to a specific country
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should take account of that country's per capita income,
its long-term foreign exchange earning prospects, and
its medium to long~term debt service burden. Lending
terms should be set on country prospects, not on project
circumstances.

The receipts of interests on past loans would be used in
part to cover any difference between the cost of borrowing
to the IDC and the lending at below market rate. Borrowed
funds would be used only to finance the higher-interest
loans.

2. The U, S. International Development Institute

The new IDI would administer a reorganizé& bilateral technical
assistance program which would focus U. 5. scientific, technological
and managerisl know-how on the problems of development.

The Institute would engage in four major types of activities:

=~ Tt would apply U. S. research competence in the physical and
social sciences to the critical problems of development, and
help raise the research competence of the lower income counfries
themselves.,

-- It would help build institublons in the lower income countries
to improve their own research capabilities and to carry out a
full range of developmental functions on a self-sustaining basis,
with particular emphasis on strengthening agricultural and
educational institutions.

-~ It would help %train manpower in the lower income countries to
enable them to carry out new activities On thelr own.

-~ It would help lower income couwntries, particularly the least-
developed among them, to finance advisers on development problems.

a. Operational Procedures and Technigues

The Institute would fimnance projects in response to proposals
made by the lower income countries., Like the Corporation

it would not budget funds in advance by country, since it
could not know in advance how many acceptable projects would
be proposed by each. It would lock to these countries to
select candidates to be trained under its program. Its
regsegreh activities would be loeated in the lower income
countries, rather than in the United States, to the greatest
extent feasible, With 1ts stress on institution building,
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it would seek to ensure that each program could be carried
on after U. S. assistance is ended.

Most importantly, the Institute would seek to assure that
all projects which it helps finance are considered essential
by the lower income country itself. To do so, the Institute
would require that the recipient country make a significant
contribution to each as evidence that it attaches high
priority to the project and is prepared to support it
financially after U.S. assistance ends. The U. S. would
finance a project for only a definite and limited period

of time, and would want assurance that the host country
would then carry 1t on.

b. Relation to Internsiional Organizations

Since the inftermational organizations are less advanced

in research and technical assistance than in development
lending, the Institute would be wnable to function as
fully within an imternational framework at this time as
would the Corporation. However, it would work to help
improve the capabilities of these organizations, especially
the United Nations Development Program, and would seek

to cooperate with them whenever possible. In fact, one

of its objectives would be to help create an internetional
framework for technicsal asgistance compareble to the
framework which has developed over the past decade for
development lending.

¢. Areag of Concentration

The Tnstitute would concentrate more effort on the appli-
cation of research and technology to the problems of
development--a key feature of our new bilateral program
which would distinguish it markedly from the present
approach. In its advisory, ingtitution building, and
training programs, the Institute would also concentrate
on the most critical problem areas of development in which
the U. 5. has a capacity to respond éffestively’to™ LIIC
requests. Such concentration is necessary if it is to
achieve the "critical mass" necessary to make real break-
throughs where they are wost needed, and to attract the
top cadre of experts and managers who can achieve such
breakthroughs.

The areas of concentration would evolve in response to the
requests of the lower income countries and would undoubtedly
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shift over time. Experience suggests that limiting
population growth, increasing agricultural production

and training manpower would be smong the concentration
areas at first. Unemploymert and urbanization problems
could he early additions to the list. The TDI would also
be conscious of the specieal problems of the least-developed
countries--most of which are in Africa--which will continue
to need the more traditional operational types of technicel
assistance.

d. Financisl Terms and Mansgement

While the Institute would provide grant fimencing, it would
vary the effective terms of its assistance by varying the

shares of the total cost of particular projects that the
recipient must finance ifgeif--ranging from a small percentage
'in the least advanced countries to most of the cost in the

most advanced. 1In additlon, the Institube should have authority
to provide advisers on a complebely reimbursable basis o
countries which no longer need concessional aid at all.

The Institute would carry oub its projects lsrgely through
the private sector. The Presldent hasg proposed that the
Institute be governed by a Board of Trustees including
outstanding citizens from the private sector; the Secretlary
of State and the Presidents of IDI aqd IDC. It would stress
evalustion of past projects to determine their payoff and
to help guide future project development.

To achieve thege goals, the IDI should have finencial
coatinuity. The Administration has thersfore proposed that
the Congress aushorize an appropriaticn of $1,275 million
. for a three-year veriod.

3. Overseas Private Investment Corporation

The new International Development Corporation and International
Developuent Ingstitute would join two development assigtance
institutions already created by the Congress: the Overseas Private
Tnvestment Corporation and the Inter-American Social Development
Ingtitute.

OPIC is already at work promoting the role of privete investment
in the international development process. The record of economic
development shows that successful growth is usually assoclated
with a dynemic private sector, and wetherefore look to private
investment~-primarily domestic but foreign as well--to play an
increaging role in the development process. OPIC contributes o
this process by providing irsurance and gusrantees for U.S.
investment in those lower income countries which encourage such
investment. In this way, OPIC serves effectively the interests
of both the U.S. investor and the host counbiies. Its early
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activities suggest that an independent corporation, directed
by a joint public-private Board of Directors, can effectively
manage a development assistance program.

h. Inter-American Social Development Institute

The Inter-American Social Development Institute has also begun
to develop its programs, which seek to promote the social
development of the Latin American and Caribbean people. Working
mainly through private organizations and international institu-
tions, it represents a new channel in seeking to promote
solutions to basic economic and social problems in these areas.
The President has proposed that this organization be renamed the
Inter-American Foundation, to characterize more accurately its
Proposed style of operation.

5. Humanitarian Assistance

U, S. humanitarian assistance programs cover a wide spectrum
of human needs: disaster relief and rehgbilitation; famine;
refugee and migration relief and assistance. They aim to
help people in a variety of emergency situstions. In the
past year alone, such help has bheen extended to refugees from
civil war in Nigeria and Jordan, earthquake victims in Peru,
Tlood victims in Romania and Tunisia, and cyclone victims in
Pakistan. —_— - -

These activities rely héavily for program implementation on
private voluntary agencies. In the past year alone, U. S.
voluntary agencies registered with the Advisory Committee on
Voluntary Foreign Aid contributed $370 million of their own
resources in over 100 countries.

At present, humanitarian assistance programs are carried out
through several offices in the U. 8. (Govermment. TUnder the

new arrangement responsibility for coordinating all humanitarian
assistance programs might be centralirzed under a new Assistant
Secretary of State. This new approach would alsc improve our
capability to respond guickly and effectively through better
conbingency plamning, additional stockpiling and training, and
the maintenance of closer and better coordinated relationships
with the United Nations, other donor countries, and the private
voluntary agencies.

The principal components of the new program will be:

a. Digaster relief. U. 8. disaster relief assistance in
FY 1970 totalled about $60 million. The principal componemts
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are PL 480 food aid grants $30 million; AID resources
about $18 million (mostly contingency funds and supporting
assistance), and private voluntary agencies $12 million.
In 1970 assistance was given to victims of 51 disasters

in 36 countries.

b. Refugee and Migration Assigtance. The Migration and
Refugee Assistance Act of 1962 (PL 87-510) authorizes
United States action on an indefinite and flexible basis
in the provision of assistance to refugees. The Act
additionally authorizes the President to utilize up to

$10 million in any fiscal year of contingency funds.
Although this program will be a magor couponent of the
unified humenitarian assistance program, no new authorities
regarding refugees are requested in the Development and
Humanitarian Assistance Act of 19T7L.

c. ILiaison with Private Voluntary Agencies. The
administration of humanitarian assistance will continue
+t0 rely heavily for program implementation on private
voluntary agencies. Eighty-two private agencies are
presently registered with the Advisory Committee on
Voluntary Foreign Aid, making them eligible to apply for
ocean freight payments for supplies donated by them. The
Advisory Committee, and the funding of ocean freight--
which totalled over $5 million last year--will become part

Of the new humenitarian assistance program.

6. Food Aid. The PL 480 program presents special problems for
the overall reorganization of our foreign assistance programs

since there are four separate objectives which often become
interrelated: export market promotion, economic development,
security assistance and humanitarian concerns. Certain parts

of the PL 480 program, such as disaster, famine, and refugee

food grants, are clearly humenitarian in character; other parts--
food grants for maternal and child feeding, for example--also

have an important humanitarian motivation, although at the same
time they are related to development programs. The new humanitarian
assistance progrem will be closely coordinated with all grant food
aid programs (Title II) and PL 480 sales (Title I) will continue to
be related to the other development programs.

7. Internal Coordination. The new development legislation also
proposes that program and operational coordination of the various
elements of development assistance will be accomplished through

a Coordinator of Development Assistance who would be appointed by
the President and confirmed by the Senate.
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The Coordingtor of Development Agsistance will have two major
functions:

--He will be responsible to the President for assuring program
and operational coordination of U. S. development assistance
programs.

-- He will be the chief Executive Branch spokesman, short of the
President, for those programs and, as the President's principal

delegate for development assistance, will serve as a focal point
for accountability to the Congress for the plans and performance
of the overall U. S. development sssistance effort.

His coordination function will be based on his delegation of
authority and responsibility from the Fresident and on his
position as:

~- Chalrman of the Boards of the U, S, International Development
Corporation (IDC), the U. S. Internationsl Development Institute
(IDI), and the Overseas Private Investment Corporation (OPIC);
and

-~ Member of the Board of the Inter-American Social Development
Institute (ISDI), proposed to be renamed the Inter-American
Foundation.* ’

He will also chair an executive committee whose membership will
consist of the chief executive officers of the IDC, IDI, OPIC

and ISDI. This committee will function ‘to help assure operational
coordination.

The Coordinator will carry out his functions within the general
foreign policy guidance of the Secretary of State. In this
connection, the State Department will have representation on
the hoards of the four agencies.

Coordination with foreign economic policy will be achieved through
the Council on International Economic Policy (CIEP); the
Coordinator will speak for U. S. bilateral development assistance
activities on the Council when development assistance policy is
digcussed.

Coordination with national security policy will be through the
National Security Council (WSC).

To support him in the conduct of his functions, the Coordinator
will have a Depuby and will have staff for assistance in:

* The responsibility for the operations of each entity will, of course, reside
with the respective Boards of Directors.
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a. Poliey development, program and operational coordination,
and budget review: DParticipation in the development of
policies respecting development assistance; liaison with
the State Department, the Treasury Department, the CIEP,
and the NSC; assurance of effective coordination among the
development agencies in the analysis and execution of
assistance proposals and programs; liaison with the Depart-
ments of State and Agriculture on PL 480 food programs;
review of budget and program plans of the development
assistance agencies; participation in the preparation of

U. 5. positions on development matters before internationzl
and regional assistance organizations and in multilateral
country assistance consortia,.

b. Administrative coordination: Review of administrative
and personnel practices of the IDC and IDI and development
of common policles as appropriate; and the provisiom of
internal audit of the IDC and IDT,

¢c. Congressional presentation: Preparation of testimony and
other materials for the Congress. Development of guidance

to the development assistance agencies with respect to their
congressional materials and coordination of agency testimony
on development assistance. Collection and dissemination of
information on U, S. development assistance programs.
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Volume of Aid

1. By Category -~ Text Table 1

Disbursements

Total Official -Disbursements--Gross official disbursements
amounted to $4,235 in 1970 an increase of $110 million over
1969. All of the increase occurred in the "other" official
programs. ODA gross expenditures were almost unchanged.
However, & sharp rise in amortization recelpts brought about
a small drop in net official disbursements.

-~ Officigl Development Assistance net disbursements at

$3,119 million, as may be seen in text table 1, were

virtually unchanged in 1970, down some 1 percent from the

1969 level, The swall drop was centered in the Social Progress
Trust Fund (reflecting the depleted pipeline)} and Peace Corp
programs., A,L.,D., and TFood for Peace program dishbursements
were virtually unchanged, while disbursements to international
organizations increaszed moderately.

~-- Other Official Flows - Gross disbursements of programs in
this category increased by 20 percent in 1970, from $609 million
to $732 million. This was due to a substantizl increase in
Export-Tmport Bank loan disbursements, and to a doubling of
shipments under the CCC short term credit sales program.
Amortization received is large and increasing in these

programs, however, and net disbursements amounted to only

$168 million, a gain of only $3 million over 1969,

Commi tments

-~ Total Official Commitments increased in 1970 by more than
$225 million from the artificially depressed level of $3,962
willion in 1969, but were still much lower than the level in
the last three preceding years. Most of the gain in total
official commitments occurred in Export-Import Bank loans
authorized, which increased to $651 million in 1970 from $526
million in 1969, plus gains in CCC commercial sales programs
mentioned eaxlier.

-~ ODA Commitments were almost unchanged from the level of last
year, as decreases in Food for Peace and multi-lateral agency
commitments Jjust about offset the sharp rise in A.I.D. commitments.

2. Volume by Agency - Text Table 2

A,I.D. Programs - Gross expenditures by A.I.D. for bilateral
programs stabilized in 1970 at $1,761 million only $2 million
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below the 1969 level. This small decline in A.I.D. expenditures
was concentrated in Vietnam (down $36 million) with Pakistan
also showing considerably smaller disbursements., Iatin America
recorded a modest increase in expenditures in 1970, as did
India, Indonesia and non-regional programs.



OFFICTAL COMMITMENTS AND DISBURSEMENTS

TEXT TABIE I

(millions of dollars)

Dighurgements Commitments
1966 1967 1968 1969 1970 1966 _ 1967 1968 1969 1970
Official Development Assistance
Bilateral ~ Total 3)715 3; 6""3 3;332 3)185 3).110 )'L,OOL!- 3)913 3; 5)'!'0 2: 762 2)903
Grants 1,hk52 1,480 1,313 1,360 1,393 1,713 1,656 1,457 1,522 1,499
Grant-like 977 843 633 Iho 320 827 Thi 218 2ho 192
Ioans 1,286 1,319 1,386 1,383 1,397 1,6k 1,513 1,862 1,000 1,213
(of which debt relief) - - - (18) (18 - - - (10) (18)
Multilateral Total -2h 310 252 330 393 k95 69k huh 608  s07
Total Official Development Assistance:@ross 3,691 3,953 3,584 3,515 3,503 4,499 4,607 3,984 3,370 3,410 N
Amortization Received 61 81 66 96 121 - - - - - '
Orant and CGrant-like Recoveries 171 304 215 256 263 - - - - -
Total Official Development Assistance:Net 3,k59 3,563 3,303 3,163 3,119 - - - - -
Other Official Flows: Gross 406 487 TOL 609 732 Log 93 8ok 592 779
Bilateral Ioans Lo6 h87 TOL1 609 732 hoo 9k3 8ok 592 779
(of which debt relief) (65) (1) (3 (7)) (39) (48) (29) (18) (e3) (57)
Amortization Received 341 332 397 44k a/56h - - - - -
Total Other Official Flows: Uet 65 155 304 165 . 168 - - - - -
Total Official Assistance: Gross 4,097 L,h40 4,285 hk 12k 4,235 ko991 5,550 4,788 3,962 4,189
Amortization Received 402 413 463 540 685 - - T - - -
Recoveries 171 304 215 256- 263 - - = - -
Total Officlal Assistance: Net 3,524 3,723 3,607 3,328 3,287 - - - - -

Source: U.S. Department of Commerce, Office of Business Economics - May 1k, 19T1.
a/ ZIncludes $31 million of outstanding indebtedness to Germany.
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A,T.D, bilateral commitments, as opposed to the trend in
expenditures, rose sharply in CY 1970. In part, this reflected
the abnormally low level recorded for CY 1969, due to bunching
of loans for India, Pakistan and Turkey in 1968 mentioned in
last year'!'s memorandum. However, it also reflected two other
Tactors: +the substantially higher level of funds avalilable in
FY 1970, and the fact that most of the available funds were
obligated. At the end of FY 1970, AID carried forward only

$28 million of unobligated funds, considerably less than the two
previous fiscal years.

The increase in commitments, was, of course, most pronounced for
India, Pakistan and Turkey. The following table shows the
distortion in A.I.D. commitments for these three when computed
on & calendar year as opposed to fiscal year basis.

A.I.D. Commitments
($ millions).

Calendar Year Fiscal Year

1969 1970 1969 1970
Tndia $53 $197 $203 $ook
Pakistan 33 a2k 104 12k
Turkey 2 _69 ik ik

Total 88 390 351 392



TEXT TABLE II

U. S. COMMITMENTS AND DISBURSEMENTS BY AGENCY OR PROGRAMS

(millions of dollars)

Digsbursements . Commitments
Program 1966 1967 1968 1960 1970 1066 1967 1968 1960 1970
Official Development Assistance: Total 3,691 3,953 3,584 3,515 3,503 L,h99 4,607 3,984 3,370 3,410
Bilateral - Total (gross) 3,715 3,643 3,332 3,185 3,110 4,004 3,913 3,580 2,762 2,903
Soeial Progress Trust Fund- Th 3 3 86 26 h I n n b
Other Foreign Assistance Act 2,116 2,113 1,834 1,763 1,761 2,330 2,255 2,320 1,299 1,787
PL 480: 1,383 1,308 1,228 1,162 1,163 1,509 1,498 1,038 1,292 o6
Sales for Foreign Currencies 845 Th6 558 346 303 827 ™5 218 240 192
Iong~term Credit Sales ol 199 361 k9o 500 293 301 L6T 580 384
Donations 29l 363 309 317 360 389 Lsp 353 b2 370
, Peace Corps 109 108 110 105 88 120 10k 110 100 90
Other 33 51 L& 69 71 41 52 68 68 7
Multilateral - Total -2l 310 252 330 . 393 495 69k Lk 608 507
Foreign Assistance Act 60 103 112 121 138 107 111 110 105 128
Capital Subseription Payments - Total ~100 104 127 194 233 374 570 320 L8o 355
IDA - 119 53 58 58 10kh - - 160 160
IDB -110 65 6h 126 165 250 550 300 300 150
ADB 10 10 10 10 10 20 20 20 20 20
IBRD - - - ~ - - - - - 25
PL k80 11 10 10 10 18 9 9 10 19 20
Other 5 3 3 5 b 5 L L L L
Other Official Assistance ~ Total tog th g01 609 232 t92 9&3 8ok 592 279

=1 %t Bank 0 0 2

R BT e Brogran W XT ot g B 2 M TR % o

Total Officigl - Gross

4,097 4,440 4,285 Mk a2k 4,235 k4,991

5,550 k4,788 3,960 4,189

Source: U. 8. Department of Commerce, Office of Business Economics - May 1%, 197L.

-Ea_
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Apart from these three countries, commitments increassed in 1970
in every A.I.D. region, with a particularly pronounced gain in
Iatin America, where commitments in CY 1970 were $401 million,
as against $288 million in 1969,

Food for Pegece Programs

Shipments under PL 480 Foocd for Peace programs were unchanged. from
the 1969 level. Increased donation programs offset the diminishing
Title I sales for local currency program. Shipments under Title T
dollar sales programs were almost identical with the level of a
year ago. )

PL 480 shipments were prevented from showing an increase by a
drop in wheat shipments to India. Total PL 480 shipments to
India fell by almost 30 percent in 1970--from $311 million to
$225 million. This decline more than offset increases recorded
for Pakistan, Vietnam, Indonesis and other countries.

Commi tments under the wvarious PL 480 programs also declined, and
much more sharply than expenditures. Sales for dollars dropped
by almost $200 million in 1970 from 1969, and smaller commitments
were also recorded for donations and, of course, for sales for
local currencies. However, a good part of the decreagse in
commitments is attributed to the fact that a $150 million sales
agreement with Tndia was not signed until April 1971, rather than
in the last quarter of the calendar year, as has been the case

in the past. This resulted in India recording no Title I PL 180
commi tments in calendar 1970, an obvious distortion of actual
trends. Apart from the Indian situation, large declines in

nevw dollar sales agreements were also recorded in Indonesia,
Korea, Bolivia, Chile, Tunisia-and Ceylon. Countries recording
substantial increases in dollar sales agreements included Pakistan,
Israel, and Colombia,

Shipments under the donation programs were moderately above

last year, but commitments déclined from the unusually large
1969 total of $472 million. The decline occurred both in
Voluntary Relief Agency programs (down 14 percent) and in A.I.D.
Title II programs (down 29 percent). While the decline in
voluntary relief agencies was falrly evenly distributed by region
and country, there were fairly substantial shifts in the Title II
program administered by A.I.D. Substantial drops were recorded
in Far Eastern countries, notably Vietnawm, Indonesia and Korea,
and Brazil dropped from the very high figure of $42 miliion in
1969 to only $3 million in 1970. The decrease in Brazil really
reflects multi-year funding in 1969. These declines were partly
offset by a gain of more than $50 million in Title II programs

in India and Pakistan.
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Peace Corps

Both commitments and expenditures continued their slow decline
of recent years, reflecting the lower number of volunteers
overseas. Increased emphasis continues to be placed on the use
of skilled Americans, such as farmers, mid-career professionals
and skilled craftsmen.,

Social Progress Trust Fund

bilateral
A congiderable part of the deecline of the ODA/éxpenditures in 1970
was accounted for by the Soecial Progress Trust Fund., Expenditures
dropped from the level of $86 million in 1969 to $26 million.
This is due to the practical exhaustion of the pipeline in this
progranm.

3. Contributions to Multilateral Agenciles

Capital contributions to international lending agencies recorded
a decrease of $125 million in 1970, While at first glance this
seems contrary to the Administration's intention of increasing
the volume of aid through international agencies, the drop merely
reflects the fact that the first year of a three year commitment
to the Inter-American Development Bank (IDB) was set at only
$150 million, with the two subsequent years expected to be at
the level of $500 million each year., This contrasts with the
previous level of $300 million annually for 3 years. A pledge
of an additional $25 million for paid-in capital to the IBRD

was also made in 1970,. the first increase since 1946 in
contributions to the paid in capital of that institution.

Multilateral expenditures increased moderately in 19T70~--from
$330 million to $393 million. Such expenditures are expected
to gain increasing momentum in the future.

i, Other Official Flows

Export-Import Bank loans authorized amounted to $651 million in
1970, up $125 million from the 1969 level. A large part of the
increase was concentrated in Brazil, where loans amounted to
$111 million in 1970, as against only $22 million in 1969. The
largest Brazilian loan was for $31.5 million to expand in ore
mining facilities, with $26 million for jet aireraft purchases,
and another $26 million for lending by Brazilian intermediate
credit institutions. Other countries with substantial increases
in Export-Import Bank loans were Ivory Coast, Iran, Fakistan,
Spain and the Philippines,
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Export-TImport Bank disbursements increased by some $60 million
to a total of $60k million, the second highest level in the last
slx years.

CCC commercial short-term credit sale more than doubled in 1970.
Much of the increase was accounted for by sales of wheat to the
Philippines and Morocco,

B, Source of Funds, Appropriation Categories, etec.

Appropriations for official Development Assistance* are expected to
increase approximately $700 million between FY 1970 and FY 1971 --

from $3.5 billion to $4.2 billion. Of this total, approximately

$300 miliion represents increases in A.I.D. appropriations. Assuming
passage of Supplemental Appropriation requests for International
Financial Tnstitutions, that category is expected to rise by about

$300 million as well, The remainder is largely due to a slight increase
in the Food for Peace program,

TEXT TABIE ITT

Profile of Official Development Assistance
($ millions)

FY 1970 FY 1971
Agency Ffor International Development 1,ke5 1,734

International Financisl Institutions . 686 973,
Peace Corps . 98 90

Food for Peace 1,2500/ 1,338%/
Migration and Refugee Assistance 11 T
Inter-American Highway - 5
Ryukyu Islands 21 6
Total 3,493 k,153

g/ Includes proposed Supplemental Appropriations.
P/ .Represents shipments. .Appropriations are not indicative of program level.

A.I,D. appropriations after significant declines in the late 1960s
bottomed out in FY 1969, From an FY 1969 low of $1.381 billion, A.I.D,

"% Not all "official development assistance" is appropriated, as in the case
of food aid, )
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appropriations have risen to $1.425 billion in FY 1970 and $1.73%4
billion in FY 1971. In 1970 carryover funds, deobligations and
other receipts added $452 million for a total program level of
$1.877 billion. In FY 1971 appropriations were higher but carry-
over funds were lower so that only $203 million were added@ to
appropriations. As a result the FY 1971 program level was $1.937--
only $60 million higher than the previous year.

For FY 1972, the President is proposing appropriations totaling
$2.098 billion for programs presently administered by A.I.D. When
combined with loan receipts, decobligations of prior-year funds,

and similar funds availabe, this will support & total program level
of $2.446 billion.

The following table shows actual and estimated appropriations and
total program levels for A,I.D. for the periocd FY 1969 - FY 1972.

For comparability, the appropriation categories for FY 1969 - FY 1971
have been modified to conform as closely as possible to the changes
in appropriation structure the President has proposed for ¥Y 1972.

e vy



TEXT TABLE IV

A,I,D, Appropriations and Total Program
($ millions)

FY 1969 Actual FY 1970 Actual FY 1971 Estimate FY 1972 Proposed
Total Total Total Total
Approp. Program Approp. Program Approp. Add-On Program  Approp. Add-on Program

Development Loans 555.0 722.2 555.0 863.6 .707.5 1b9.8 857.3 655,0 280.5 935.5

Technical Coop. 263.1 286.,0 27h,2 292.7 262.5 20.4 283.0 392.6 19.1 k11,7
Contributions to
International
Organizations 138.0 138.2 113.5 113.5 116.7 7.1 123,8 168.0 .1 168.1
Supporting ‘ ;
Assistance 365.0 L470.1 395.0 522.8 %69.6 7.2 576.8 778.0 47.0 825.0 I
=]

Contingency Fund 5.0 13.9 12.5 21,0 22.5 4.8  27.3 100.0 1.3 101.3 ?°
Administrative
Expenses:

A.L.D. 5..0 55.6 5L.0 58.9  51.0 13.5 64.5 %/ a/  af

State 3.5 3.6 3.7 4.0 4.1 .3 L.y e - 4, L

b

Other - .2 20.Cr/ .2 - - - - - -

Total 1,380.6 1,689.8 1,k2h.9 18®.7 1733.9 203.11037.1  2,098.0 348.0 2ihk6.0

E/ Included in Development Loan, Technical Cooperation, and Supporting Assistance accounts above.

E/ $20 million appropriated for Israel Prototype Desalting Plant now expected to be programmed
through FY 1972,
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In using the gbove table it should be kept in mind that A.I.D.
population programs over the period FY 1969 - FY 1971 were funded
from accounts other than Techniecal Coopersgtion, whereas in FY 1972
population programs appear largely in the Technical Cooperation
account. Adjustments therefore need to be made in order to meke
individual account totals comparable. Population program funding
over the period FY 1969 - FY 1972 is as Follows:

Population Programs: FY 1969 - FY 1972
($ miliions)

Technical Development Supporting Contrib. to

Total Cooperation loans Assistance Int, Orghs.
FY 1969 actual 5.0 - 13.3 31.1. -
FY 1970 actual " Th.6 - 56.4 18.2 -
FY 1971 estimate  100.0 - 96.3 2 3.5
FY 1972 proposed 100.0 90.0 - 2.5 T.5

Taking into account the above adjustments for population programs,
and with smaller adjustments in administrative expenses and other
items, the President's FY 1972 budget request for programs presently
administered by A.I.D. provides for the following in relation ‘o

FY 1971:

-- An increase of about $150 million for Development Loans to
support increased efforts by the proposed International Development
Corporation.

-~ Approximately the same level of Technical Cooperation funds %o
continue programs at a steady state pending a reshaping of activities
by the International Development Institute,

-~ An increase of about $25 million in contributions to international
organizations, primarily to provide modest increases for the United
MNations Development Program and the Indus Basin Development Fund.

-- An increase of about $250 million in Supporting Assistance, primarily
to meet increased requirements in Southeast Asia.

-- An inerease of about $75 million in Contingency Funds.

New trends are hopefully occurring in Congressional attitudes toward
A.I.D, appropriation request. From a low in FY 1969, the Congress
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hes in FY 1970 and FY 1971 appropriated larger amounts for A.I.D.
programs. ’

TEXT TABLE V

Trends in-A.I.D. Appropriation Requests and Congressional Actions
($ millions)

Fiscal Appropriation Amount Appropriated Percent
Year Request by Congress Cut
1966 2,704.5 2,463.0 9
1967 2,469.0 2,143.5 13
1968 2,630.h 1,895.6 , 28
1969 2,h08.5 1,380.6 L5
1970 2,210,0 1,42k 0 36
1971 2,008.0 1,733.9 14
1972 2,098.0

In part this Congressional action may result from the more modest
appropriation requests made by the President in recent years. Re-
guests made to the Congress trended downward over the period

FY 1968 - FY 1971, roughly the same period during which the Congress
was granting some increases. The President's request for FY 1972
reverses the downward trend of requests over the past few years. We
are hopeful, that the upward trend in appropriations will be sustained
in FY 1972,

In addition to the annual appropriation requests, certain other
funds ("add-ons'') are available for A.,I.D. programs. The major elements
are: . - )

—-— Interest and amortization payments on loans made by A.I.D. and
predecessor agencies from 1954 onward. These payments are estimated
at $171 million in FY 1971.

-~ Recoveries of obligations made in prior years ("deobligations").
These occur in several accounts and are estimated at $125 million
in FY 1971.

-— Caryovers of funds -unobligated at the end of -the previous fiscal
vear, The Congress mades such funds available in the case of loans by
appropriating the funds on a no year basis and in the case of
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grants by resppropriating unobligated balances., The amount of
unobligated carryover varies considerably from one fiscal year to
the next., The FY 1971 estimate is $28 million.

C. Change in Pipeline

The pipelines of the various aid programs. continued to decrease,
with? the notable exception of multi-lateral agencies. While

grogss A,XI.D, commitments in CY 1970 exceed expenditures by a slight
margin, deobligations of prior year commitments had the effect of
reducing the A,I.D. pipeline by more than $100 million.

Food for Peace shipments substantially exceeded the level of new
commitments, with pipelines in these programs neo® abvrelabd¥aly ui -
low levels.

The pipeline of undisbursed commitments to International agencies,
however, is still quite large, particularly for IDB. This presages
a considerable incregse in future expenditures, as loans by those
institutions reach the implementation stage.

D. Egtimates for 1971

Official Development Assistance

Gross disbursements for ODA programs are expected to increase
moderately. Most of the increase will be concentrated in the multi-
lateral agency programs,

A.T.D. expenditures may show a modest gain, but it will not be large
in view of depleted pipelines.

Amortization receipts and recoveries under PL 480 are expected to
continue to increase, so that the lncrease in net disbursements
will be smaller then in gross.

Commitment levels are also expected to increase in 1971, particularly
in contributions to international organigations, and possibly also
in.Foed for Peace progranms.

Other O0fficial Assistance

It Is difficult to forecast Export-Import Bank activities to the LDC's
but in view of the Bank's expanding operations, it is reasonable to
assume that commitments and disbursements will both increase somewhat
in 1971 from the fairly high 1970 level. CCC commercial sales credit
may continue at the high levels set in 1970.
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E. Medium-term Prospects: Probable trends in Volume

In line with the President's proposal that the downward trend in
U.8. contributions to the development process be reversed, and in
light of his proposals for reshaping development assistance programs
to meet the needs of the seventies, we expect that U.85. development
assistance will rise over the next several years. The downward
trend in A.I.D. appropriations during the late 1960s bottomed out

in FY 1969, and the Congress has provided increased sums in FY 1970
and FY 1971, the expenditure effects of vhich are not yet apparent.
Over the next few years, we would expect

—— multilateral development assistance to rise.
— bilateral development assistance to rise modestly.
—— bilateral Food for Peace assistance %o remain near or at about

the level of the past two years of around $1 billion or slightly
higher. - :
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The following table shows the authorization requests of the Executive
Branch under the proposed@ new International Development Assistance

Act of 19T71:

Technical Cooperation and Assistance
Authorization Request for July 1, 1971
through June 30, l97h

American Schoolg and Hospitals Abroad
Authorization Regquest for July 1, 1971
through June 30, 197k

-‘Development ILending
Authorization Request for July 1, 1971
through June 30, 19Th
Borrowing Authority Authorization
: Reguest for July 1, 1971 through June 30, 197k

ﬁbuSing Guaranties
Guaranty Authority Increase Request for
Fisecal Year 1972

International Organizetions and Programs
Authorization Request for Fiscal Year 1972

Indus Basin Development Ioans
Authorization Request for Use beginning
in Fiscal Year 1972

Indus Basin Development Grants
Authorization Request for Use beginning
in Fiscal Year 1972

Humanitarian Assistance
" Authorization Request

$1,275,000,000
35,000,000

1, 500,000,000
1, 000,000,000
100,000,000

141,000,000
33,000,000

72,000,000

Funds as necessary
to carry out such
programs
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IITI. Terms and Conditions.

A, Financial Terms of Official Agsistance in- 1970,

1. Steps taken to meet DAC terms dﬁjectives:

In 1970 the United States continmued to meet the DAC terms objective in

" all respects except grant test, falling below the level of 70 percent set
as a norm in the 1969 DAC TPerms Recommendatlon In 1970 grants and grant-
like assisbance formed 65 percent of ODA commitments, c¢ompared with 53 per-
cent in 1968 and 70 percent in 1969.% Based on preliminary data, average
terns of new ODA loan commitments in 1970 were fractionally softer than for
1969, but still harder than 1968 when loans represented a larger share of
ODA than either year since.

Text Table VI
Terms of U.5, Official Programs

Graﬁtsa Loans and Grants as Percent of Total .Commitments

($ millions)

Total  Grant as %
Commitments. Grant of Commit. Loans
Total DA | ODA Total ODA. Total ODA

1969 3,962 3,370 2,370 60 70 1,592 1,000
1970 b,126 3,386 2,191 53 65 1,935 1,195

Text Table VIL

' Average Loan Terms by Agéncy

Maturity .  Interest Grace Period

1969 - 1970 1969 1970 .1969 1970
ODA. -

ATD 38.9 2.6 9.9
PL 480 31.5 2.7 7.8

ODA Total 35.0 36.0 2.7 2.7 8.7 8.9
Ex-Im Bank 12.6 6.0 4.3
CCC Credits 2.5 6.3 1.0
Total Official 26.0 3.9 6.9

* The 7O percent figure reached in 1969 was the result of an atypical situ-
ation in which several large loans were grouped at the end of 1968, thus
lowering the 1969 loan component , and correspondlngly raising the grant

test percentage for 1969.
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With a somewhat lower proportion of grants in 1970, grant element for
total ODA commitments was slightly lower than the 89 percent in 1969, but
grant element for ODA loans was the same as in 1969.

Preliminary data on terms of Other Official Flows for 1970 indicates
that aggregative terms are very close to those recorded in 1969. Average
Export-Tmport loan terms remained steady at 6 percent and 12 years matu-
rity, but the overall rates available to users of export credits. improved
significantly during the last half of 1970 owing to an easing of the
tight money situation prevailing in the U.S. market in 1969 and early 1970.

Wo new steps to improve terms can be repdrted for 1970, but greater
Tlexibility is proposed under the new aid legislation now pending before
Congress (see Section III C below on future trends).

2. ©Steps taken to harmonize terms In connection with consortia
and consultative groups:

The U.8. supports the principle of harmeonization of ferms as a high
priority objective for consortia and consultative groups. Since U.S.
terms to countries assisted by consortia and consultative groups are
already among the more favorable offered by donors, the U.3. has not
taken special steps to improve them further. However, the debt servicing
capacity of recipient countries is continuously under review, and terms
of lending are reconsidered ag conditions dictate. The U.S. participates
in two consultative groups, Ceylon @nd Guinea, where there is no A.I.D.
bilateral U.3. assistance program. In these instances official U.3. flows
are limited to food aid under PL 480 and Export-Import Bank credits, which
may, especially in the case of the Bank, be on somewhat harder terms.

E. Untying of Assistance.

1. Changes in U.5. Policies:

During the CECD Ministerial Meeting last May, Deputy Undersecretary of
State for Economic Affairs, Wathaniel Samuels, announced that the United
States was prepared to join in a common effort with DAC members to reach an
agreement on the multilateral untying of bilateral assistance. Discussions
of an agreement to untie on a reciprocal basis bilateral development loans
and to establish policy regarding contributions to multilateral institutions
are now in process in DAC. The importance this government attributes to the
successful conclusion of a truly reciprocal agreement was underscored by the
President in his message to Congress Forelgn Aid Policies for the Seventies
of September 15, 1970, and his Second Annual Review of U.S, Foreign Policy
of February 25, 1971

The President announced on September 15, 1970, that we would henceforth
permit procurement in the lowexr income countries under the U.S. bilateral
lending program -- an expansion of the initial step taken for Latin America
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a year earlier. The U.S. believes that in addition to improving the
quality of assistance, untying could also have the effect of expanding
trade among the developing countries.

2. Changes in Procurement Regulations Following Untying of A.I.D.
Loans for LDCs:

Componentry. Previously no more than 10 percent of the cost of an
A.T.D.-financed commodity could consist of components originating outside
the U.8. or eligible developing couniries. This has been increased to
50 percent.

Shipping on carriers of eligible source countries will be eligible for
A.T.D. financing. However, the requirement that 50 percent by volume of
A.T.D.-financed cargoes must be in U,S, carriers' continues in force.

Costs of marine insurance obtained on a competitive basis from insurance
firms in any eligible source country will -be financed under A,I.D. loans
provided that claims under such insurance are payable in fully convertible
currencies and provided the cooperating country does not discriminate
against U,S. marine insurers.

Sales Agents' Commissions., A,I.D. will finance in dollars eligible
commissions of sales and service agents including local and third-country
agents. !

——— PO N

3. Proportion of A,I.D. Programs which are Untied:

Development loans, which account for about 50 percent of A,I.D.
bilateral aid programs in fiscal year 1971, are untied for procurement in
less developed countries. Of these development loans, perhaps as much as
15 percent may be used for purchase of lccal currencies to finance program
activities within the recipient countyries; there are no restrictions on the
subsequent use of these dollars.

A.I,D, Technical Assistance and Supporting Assistance funds may be
spent only for purchase of U.S., goods and services, except in special
circumstances. U.S. contributions to the Fund for Special Operations of
the Inter-American Development Bank may be spent in any independent Latin
American country (except Cuba). Recent U.S. contributions to the IBRD and
IDA are untied.

~ A.I.D. has not as yet had sufficient experience with bilateral loans
untied for procurement in developing countries to guage the volume of such
procurement which is likely to result.

C. Trend of Terms in 1971,

There are no significant differences in térms in 1971 from those of
the preceeding year. 1In 1972, however, if the President's proposed aid
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reform is accepted by the Congress, the impact of the reorganization should
begin to be reflected in new lending commitments under the International
Development Corporation. These loans will be financed not only by newly
appropriated funds, but also by funds raised from the U.S. capital market
with interest receipts on past loans used to make up the difference between
the cost of borrowing and lending. A key element of the new system will be
greater flexibility in tailoring loan programs ‘to the capabilities of
individual recipients, so that the burden of any hardening of terms would
be borne by the more advanced LDCs, which will pay an interest rate of

L5 percent. For other developing countries, interest rates will vary
from 1 to 3 percent, with maturity up to L0 years and grace periods up to
10 years, This will mean softer terms for the least developed than the
U.5. currently offers.

D. Export Credits.

New measures introduced by the Export-TImport Bank in 1969 began to
have an impact on export credit terms in 1970. The most significant
measure, described in last year's aid memorandum, concerned "participation
financing", an arrangement whereby the Export-Import Bank extends a direct
credit in conjunction with credits by private lenders (both U.S, and
foreign) for the same project on a 50-50 basis. In mny cases the Ex-Im
Bank also guarantees the loan from the private lender. This scheme gave
rise to a large volume of export transaction, many of them providing
resources to the developing countries, which would not be possible without
the participat1on of the Export-Import-Bank. The effective interest rate
paid by the borrower is a composite of the Ex~Im Bank's rate of about
6 percent and the rate of the private lender.

-

>
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IV. Geographic and Sectoral Distribution of Aid

A, 1. Geographicgl Distribution - 1970
A.I.D.

As measured by disbursements, there was relatively 1little
change in A.I.D. geographical dilstributlon of ald in 1970.
Expenditures declined modestly in most regions, and particularly
in Vietnam, but disbursememts to Iatin American countries and to
Fast Asian countries other than Vietnam actually increased slightly
in 1970,

The geographical distribution of A.I.D., commitments in 1970
is distorted by the bunching of loans for India, Pakistan and
Turkey in 1969 mentioned earlier, Apart from this situation,
however, commitments increased in every region, with a particularly
large gain recorded for Iatin America. Within Iatin America,
Costa Rica, Guatemala, Brazll, Colombias and ROCAP (Regional Office
of Central Americs and Panams) all recorded much higher commitments
in 1970 than in 1969.

Fuod for Peace

With the exception of a sharp drop in shipments to India, there
was relatively little change in the gecographic distribution of
PL 480 shipments in 1970. A substantial decrease was recorded by
Korea, but larger shipments were shown for Pakistan, Indonesia,
Israel and Vietnam.

Other Official Flows

The only substantial change by region in Export-Import Bank
disbursements and CCC commercial sales shipments was shown in the
Near EFast and South Asia countries, where Iran, Isrmel, India and
Pakistan all showed substantially larger disbursements in 1970
than in 1969. Argentina, Brazil, Morocco and the Fhilippines
also showed good increases in 1970, while Chile, Taiwan and Malaysia
recorded considerably lower disbursements.

2. Geographic Distribution - Estimstes 1971

Although -the general trend in geographic distribution of A.I.D.
programs remained the same in FY 1970 and FY 1971, certain changes
are expected to occur. The present estimate of geographic distribution
is as follows:
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A.TI.D. Program by Region
($ millions)

FY 1970 FY 1971

Actual Estimate

Latin America . L 7 343.4
Near Fast/South Asia Lok, 8 363.6
Africs 155.2 164, 4
EBast Asia 191.5 283.7
Vietnam 354.L 386.0
Non-regional 349.1 396.0
Total 1,876.7 1,937.1

The significant elements of the FY 1971 program as compared to
FY 1970 are as follows:

-- Latin America is down about $80 million, primarily as
a result of lower requirements for development lending
throughout the region.

~- Near East/South Asia programs are down approXimately
$40 million, reflecting somewhat lower lending levels

in India and Pakistan offset-in part by increased lending
to Turkey.

-- Bast Asia programs are up about $90 million, reflecting
primarily the initiation of an economic assistance program

_in Cambodia. BSome increase occured in lending programs
for Korea and Indonesia.

-- Vietnam is up about $30 million reflecting increased
requirements for general imports,

~- Non-regional activities are up about $45 million. The

ma jor elements are increases in non-regional population
programs (about $15 million), increases for the Indus Basin
Development Fund (about $5 million) and the inclusion of
population funds as yet not programmed against specific
activities (about $25 million). A portion of the unprogrammed
population funds may eventually be used for the geographic
regions, Except for the inclusion of Cambodia, mentioned above,
the countries receiving A.I.D. assistance in FY 1971 are about
the same as in FY 1970.

B. 1. Distribution of Aid by Purpose and Séctor

1970 Trends

ODA -~ The distribution of Official Development Assistance Commitments
by type in 1970 was remarkably similar to that of 1969, despite
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rather wide shifts by agency. Capital projects continued to
account for only a small part of total ODA commitments, about

10 percent, as against 8 percent last year. The great bulk of
ald was in the form of non-project commodities, which accounted
for about 66 percent of total ODA commitments in 1970 as against
65 percent last year. Only Technical Assistance projects showed
a decline, holding to 21 percent of total commitments as against
2l percent last year. The decline in TA projects primsrily
reflects a curtailment of projects in Vietnam, as well as a
contimiing decline in Peace Corps activities,

Other Official - Export-Import Bank Capital projects continued

to account for the bulk (84 percent of Other Official commitments,
but CCC non-project commercial sales increased from 1l percent

of OOF commitments in 1969 to 16 percent in 1970. There were
quite substantial shifts in the composition of Export~Import Bank
loans in 1970. Power and energy proJjects which accounted for
almost half of all capital projects in 1969, fell to 17 percent
of the total in 1970, with particularly large offsetting gains
recorded for mining and industrial development banks, as well as
in transportation projects.

2. BSectoral and Purpose Distribution - 1971 Wstimates

The A.I.D. program by sector of activity did not change significantly
between FY 1970 and FY 1971.

Text Table VIII

A.TX.D. Programs by 3ector
($ millions)

Y 1970 FY 1971
Actual Estimate
Agriculture and rural development 368 Loo
Population and health 178 175
Education and manpower training 208 205
Industrial and urban development T00 650
Other (Program support, unallocated
grants, etc.) ko3 507

Total 1,877 . 1,937
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A small increase occurred in agriculture and rural development,
reflecting the continued high priority of this sector in
development. Population and health prograwms remained about

the same and education and manpower training programs declined
slightly. Some decrease also occurred in the industrial and
urban development sector. The increase of approximately

$100 million in the "other" category reflects primarily certain
contributions to international organizations and similar program
grants that by their nature cannot be broken by sector.

C. Trends in Criteria for Aid Allocation

The allocation of A.I.D, resources during 1970 continued to be
governed by the programatic and managerial techniques and development
policies which have evolved over the past two decades and which have
heen described in previous U, 5. Memoranda to the DAC, Allocation
reflects a particular continuation of economic, humanitarian and
political considerations with emphasis on development objectives.

As was noted last year these criteria have been under vigorous

serutiny and have led to the six basic principles incorporated in

the President's proposed reform of the U, 5, foreign assistance program
(see section I). These principles are:

Development priorities to be set by the developing nations.
Assistance to be concentrated .on critical problems areas.
Programs to be coordinated with and complementary to
activities of multilateral institutions.

Facilitate regional cooperation among developing countries,
Widen the use of private initiative, private skills and
private resources.

» .Assure wide popular participation in the development process.

L]

L N R A\

During 1970 continuing efforts were made to conform existing practices
to these principles. In fact, the President's message of September 15,
1970, "Foreign Assistance for the Seventies" inecluded a directive to the
A,TI,D. Administrator to take steps to conform to existing development
programs as much as possible to the new concepts and approaches out-
lined for the eventual reform of the foreign assistance program. In
accordance with this directive the Administrator tock steps tobegin to
centralize A.I.D. loan operations in the Regional Bureaus in Washington,
and to review all existing techmnical assistance activity. The
centralization of the loan activity was designed to meet the objective
of reducing the number of Americans stationed abroad and afford an
opportunity for better utilization of scarce resources.

The review of all Technical Assistance programs by field missions
and by the A.I,D. Deputy Admiristrator was designed to conform TA
activities to the proposed structure of the
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International Development Institute, Missions were instructed to
apply higher standards in judging the quality of projects, the
assistance provided, status of host country participation and the
degree of management effort needed, The objective was to identify
weak projects for quick termination as well as those that were
suitable for continustion by intermnational organizations, private
groups, or continued U. 5. funding through private contracts and
Participating Agency Agreements (PASA's). As a means of putting
the IDC's at the center of the development process, Missions

were instructed, as feasible, to modify the aid relationship by
moving in the direction of acting primarily as a financer of
technical assistance rather than a participant.

In identifying quality projects for continued support, Missions
were asked to measure projects against the following criteria:

-- Does the project address a high priority development
need for which the U. S. is capable of offering superier
assistance.

-~ Are the objectives and means of assessing the success
of the project clearly defined.

~- Are objectives reachable at a cost and within a time
schedule appropriate to the significance of the objectives.

-- Has the host country recognized the need for the project
and requested it on its own volition.

-- Has the host country shown a willingness to support
the project within its capabilities.

Meanwhile, A.I.D,'s traditional focus on country programming continued,
but for the FY 1973 program cycle no comprehensive country field
gsubmission was requested. While this in some measure reflected
the uncertainties of the transition period, it also reflected U.S.
desire to encourage greater dependence on international agency analysis
to identify assistance needs and to create the analytical base for
allocating assgistance.

The Washington review process continued to be an important programming
element with the regional bureaus themselves conducting most of the
country reviews. Adwinistrator reviews were limited to selected
countries, regional programs, and issues cutting across country and
regional lines. A unique feature of the Administrator®s review in
1970 was a "Review of Development Performance" of major A.I.D.
recipients with a view to relating development performasnce trends,
including inter-country differences, to differences and changes in
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certain host country policies, Other features of the review process
have remained unchanged--A.I1.D. programs coantinue to be submitted

to the President via the Office of Management and Budget (formerly
the Bureau of the Budget), and to the Congress via the annual
Congressional Presentation.
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V. Agsistance Administration in Transition

A, Administrative Organizations

Structure and resources of the agencies respensible for the
planning and implementation of assistance programs.

1. A.I.D,

Current. The structure and functional relationships of the
Agency, as shown in the organization chart and summary narrative statement
(Annex B}, are substantially as set forth in the 1970 U.S. Annual Aid
Review. Exceptions are the addition of an Office of Housing and an Office
of Private Overseas Programs and the deletion of the Office of Private
Resources, as described in (2) below. ’

The financial resources of the Agency are outlined in Section IT
of this Review, FY 1971 personnel yesources, in terms of full-time permanent
employees, Qirectly hired by the Agency include approximately 6,600 U.S.
nationals (Washington and overseas) and T,200 foreign nationals” overseas.
A.I.D. contracts for technical services with the U.8. public and private
sectors covered an additional 2,400 people in FY 1971.

The Overseas Private Investment Corpcoration and the Inter-
American Social Development Institute, as described in the 1970 Review,
are now in operation.

Proposed, As noted in Section I of this report, legislation
was submitted to Congress in April 1971 which would authorize the
President to establish a new institutional framework for U.S. foreign
assistance. The major institufions proposed for development assistance are:

—— A U.S5. International Development Corporation to administer
bilateral lending cperations.

-= A U.,5. Inbternational Development Institute to bring advances
in U.B. science and technology to bear on the problems of development.

The President has emphasized the importance of international
organizations in development assistance and anticipates that the United
States will channel an increasing share of its efforts through multilateral
institutions and that bilateral assistance will be coordinated wherever
feasible with bilateral assistance of other donor countries through
consortia and consultative groups under the leadership of international
institutions.
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2, Peace CorEs.

New Directions for the Peace Corps of the TO0's were
initiated in CY 1969. A reorganization of the Washington staff, designed
to faecilitate response to overseas needs, was accomplished. The
bi-national~characteristic of Peace Corps programming received increased
emphasis. The need for more voluniteers with specialized skills was
recognized and programs to reeruit, train and place such volunteers were
begun. Preparations were made for the beginning of a pilot program’
utilizing specially skilled married persons with families as volunteers.
Prospects for greater Peace Corps participation in multi-naticnal or
milti-leteral development programs are explored. The trend toward more
tralning of volunteers in thelir countries of service was continued and
increaged., During CY 1971, -T0 percent of new volunteers entering the
Peace Corps will possess a professionsal or technical skill.

3. Administration of Food Aid,

No structural changes took place in 1970 in the administration
of PL 480. Food for Peace commodities provided under PL 480, which has
now been extended to December 31, 1973, are financed by the Commodity
Credit Corporation of the Department of Agriculture out of its appropriation
and borrowing authority and within annual outlay ceilings established in
the President's budget.

Most of the authorities under PL 480 are given to the President,
who has delegated functions to several U.S5. agencies. All functions are
subject to the responsibilities of the Department of State with respect
to foreign policy. The Department of Agriculture has the leadership role,
in consultation with other agencies, for carrying ocut Title I sales
programs., A.TI.D, is responsible for administering Title IT donation
programs, For both Titles I and II, the Department of Agriculture-
determines the kinds and amounts of commodities available for PL 480
programming.

An Inter-Agency Staff Committee, under the chairmanship of
the Department of Agriculture and including representatives of State/A.I.D.,
Treasury, Office of Management and Budget and other agencies, coordinates
the review and approval of proposed Title I and II commodity programs.

Congressional approval of the legislation which the President
has submitted authorizing him to establish a new instituticnal framework
for U.S5. foreign assistance would necessitate some rearrangement among new
aid agencies of responsibilities for PL 480.

4, Export-Import Bank.

The Export-Import Bank of the United States underwent a
reorganization in July 1970 in order to permit it to assume an expanded
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role in assisting in the financing of exports. The new organizational
arrangements are now on a functional rather than geographic basis, and
with a modest expansion in staff, have increased the case handling capacity
of the Bank. The system of issuing preliminary commitments initiated in
1969 to facilitate exporters in negotiating for export sales sabroad has
resulted in a sharp increase of such commitments.

Commitments issued in the first half of 1970 totalled $1.6
billion as compared with commitments issued in the second helf of 1970
totalling $3.1 billion.

In addition, & cooperative financing arrangement was introduced
in 1970, whereby the Export-Import Bank shares with private institutioms
abroad, the finameing of U.S5, exports.

B. Measures Adopted or Anticipated to Strengthen the Effectiveness
of Aid Administration:

w= A,I.,D. has established an Office of Housing to administer the
greatly expanded, world-wide housing guaranty program authorized by the
Foreign Assistance Act of 1969. The centralization of program direction
will render it more efficient and less costly than would have been the
case if split among the Regional Bureaus.

—- A,T.D. has estsblished an Office of Private Cverseas Programs
which handles functions of the former QOffice of Private Resources remaining
after transfer of insurance and guaranty programs to the Overseas Private
Investment Corporation. These include providing leadership and & central
point of contact with A.I.D. for the U.S. private non-profit community
{except universities and labor organizations) to promote maximum U.S.
private participation in overseas development, especially in technical
assistance programs.

—— A.I.D. ig beginning to centralize development loan functlons from field
missions either into Washington or in overseas regional loan offices
serving blocks of countries.

- A.I.D. continues to progress in the more effective use of its
computer facilities. A number of new automated reporting and information systems
are in operation or being developed, some of which are cited below:

— A major portion of all persounel documentation has been
automated, effective in October 1970, strengthening central
personnel operations and administration through simplified
forms and procedures and reduced response time op transactions.

—- An automated inventory of all auwdit findings, including

those of external organ1zat10nshﬂv1ng “to do with the Agency,

is now being developed. This invéntory will be used to

track actions taken on outstanding sudit recommendations and-

will reduce slippage on compliance with findings end recommendations.
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—— A loan accounting information system is being developed
which will provide -periadic reports on the current status of
all A.I,D. funded loan activities.

Trends in Administrative Expenditures:

Funds from the administrative appropriation in the Foreign
Assistance Act are for the direction and supervision of the A.I.D. program as
described in the 1970 review., The amount of the FY 1971 A.I.D. Admin-
istration Appropriation is $51 million, the same as in FY1970. (This
excludes reimbursements, carryover, and funds for services performed by
U.S. erbassies for the Agency).

C. Coordination of Aid Programs:

Foreign policy of the United States is coordinated through
the National Security Council system. Chaired by the President and
comprising top officials of the Executive Branch, the Nationdl Security
Counteil provides a focus at the highest level of the U.S. Government for
discussion and development of policy on national security issues.

The Under Secretaries Committee, chaired by the Under Secretary of
State, links the process of policy formulation to the operations of the
Government. Through interagency review and coordination, it helps to
insure that decisions are carried out consistently with poliey and
uniformly through the foreign affairs community.

. In January 1971, the President created a Council on International
Economic Policy te provide a clear, top level focus on international
economic issues and to achieve consigtency between international and
domestic economic policy. The Council is chaired by the President and
comprises top officials of the Executive Branch. An operations Group,
chaired by the State Department, has also been established to follow
up on decisions reached by the Council, coordinste U.S. Govermment
actions where necessary, and review operating problems arising out of
actions of other governments, or outstanding international economic
developments., ' - "

Development assistance matters are considered by the above groups,
with A,TI.D, participation as appropriate, In addition the following
interagency groups are responsible for coordinating various aspects of
the U.S. foreign aid program, with participation by A.I.D. and other
appropriate U.S. Government agencies:

—- The National Advisory Council on International Monetary
and Financial Policies coordinated inter-agency consultation on Eximbenk
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loans, Food for Peace credits, and A.I.D. policies. It alscor coordinates
inter-agency positions on U.S. voting in international financial
institutions.

-~ The Development Loan Committee coordinates inter-agency
approval of A.I.D. dollar loans, and housing guarsntees, end
establishes standards end criteria for A.T.D. lending.

~- The Inter-Agency Staff Commitiee coordinates food sales and
grants of food for emergency use and specific projects under the Food
for Peace Program.

-~- The Symington Inter-Agency Committee reviews defense:
expenditures in countries receiving economic and military assistance
and Food for Peace sales to determine actions to take in those cases
vhere defense expenditures appear to be high or rising.

Role of Advisory Bodies:

—- High Protein Food Studies Committee - Reviews and makes
recommendations on proposals from private food companies for the
development of high protein foods.

-~ Advisory Committee on Voluntary Foreign Aid - Coordinates
governmental and private programs in the field of foreign relief,

" accredits American voluntary groups with overseas programs in foreign

assistance and approves their programs, and offers guidance in fthe

appropriate uge of voluntary contributions for foreign aid.

~— Advisory Committee on A.T.D. University Relations - Provides
a forum to the academic community in which mutual interests and goals
can be explored, grievances aired and reforms proposed. The commitiee
is primerily concerned with A.I.D. programs and methods of implementing
projects in the fields of technical assistance, training and research.

— A.I.D, Advisory Committee on Research -~ Advises on research
development and the mobilization and direction of research groups toward
.Agency needs, Reviews and recommends A.I.D. approval of specific
research projects,

— Advisory Committee on International Health - Advises on A.I.D.
policies and programs related to health manpower, and on programs
for improving health conditions as & part of economic and social
development.

—- Ldbor Advisory Committee on Foreign Assistance - Advises on
labor programs and policy and recommends courses of action in problem
areas.
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—— The Advisory Committee for the Export-Import Bank represents
the private sector and provides policy and operational advice on request
to the President of the Bank.

Representation in the Recipient Countries:

The Agency for International Development operates overseas
through a variety of organizational modes. It has separate bilateral
missions or offices in 40 countries, as well as a number of regional
offices——three in Africa serving 24 countries, one in Latin America
serving seven countries, and several smaller such offices. Twenty-five
of the countries served by these regional offices are in addition to
the 40 countries with regular bilateral representation. In addition, in several
countries, where A,Y,D, programs are small, residual or terminating,
responsibilities are carried oubt by embassies under delegation of A.I.D.
authorities to the Ambassador.

D. Coordination with Other Donors:

The President's Message last Septeamber proposed as the foundation
for our development assistance "a new partnership among nations in pursuit
of & truly international development effort." The President said
"Cooperation among the industrialized nations is essential to successful
support for the aspirations of the low income countries." An increasing
proportion of our assistance is to go through multilaterel institutions
and the remaining bilateral assistance is +0 be coordinated "wherever
feasible with the bilateral assistance of other donor countries, through
consortia and consultative groups under the leadership of the international
institutions..." This policy reinforces our long-time interest in
coordination at all levels—-multilaterally in the DAC, in coordinating
groups, through the UN Development System and in the field with bilateral
and multilateral donors, and bilaterally with DAC members.

As far as DAC is concerned, we favor intensification of efforts to
coordinate and to standardize aid policies and procedures with less
emphasis on matters not concerned with program coordination, perhaps
through®  a new working party. We are also willing to pursue such
objectives bilaterally with interested domors.

Bilaterally in 1970 and early 1971, we met with Germany on
Africa and Latin America, and with France, Japan and Canada on Africa,
in addition to numerous ad hoc meetings on a variety of subjects. We
hope in the next year to broaden the camupication at the bilateral
level with general talks in order to assure priority problems are
examined and an appropriate division of labor considered. We are in
the process of organizing our informstion on other donors in order to
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meke it more accessible to our Tield, regional and technicel officials
planning programs in-LDC's, and would-welcome the cooperation of members |
in exchange of data, not provided through DAC, between Washington and
other donor capitals.

We support rationalization of country level coordination as between
consultative groups and field mechanisms, and hope a successful division
of responsibilities can be quickly reached. We believe the primary, focus
of any field mechanism is to stimulate recipient countries to plan
and coordinate their owm development programs, and to maintain centralized
records.

The U.S. is also paying increased attention to the UN Development
System. During the past year we have widened our areas of cooperation in the
UN in the fields of Population (UNFPA), industrial development (UNIDO) and
education and agriculture. Following the recommendations of the Jackson
Capacity Study the U.S. is encouraging the UNDP to underteke substantial
reform in its operation. The U.S. expects that as the capacity of the
UNDP grows, it will want to channel additional technical assistance funds
into the UN development system. We have instructed our field missions to
coopergte fully with UNDP programs in the field and to enhance cooperative
efforts with the UNDP, the host countries, and other donors.
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VI,. Techpical Assigtance.

Introduction - The Techniecal Asgistance Bureau mentioned in last year's
report is continuing its special emphasis on problem identification and
solutlon seeking in established program areas such as agriculture, education,
development administration, health and nutrition. The key problem areas
techniques is a useful means of concentrating technical assistance and
avoilding scatteration of effort. Other parts of the A T.D, are using another
means of concentratbing effort and reducing management problems., In several
of the regional bureaus, assistance to particular countries is limited %o
one or a very few sectors, such as agriculture or educatlion, rather than
providing small amounts of assistance in many sectors.

A(1) TPrend in Qualification of Experts and Steps to Recruit Experts.

The number of U.S. experts directly on the rolls of A.I,D. (direct-
hire personnel)} is declining steadily and is expected to decline even
further. There is increasing use of experts under contract from universities,
foundations and pxivate firms and experts provided by other U.8. Gdvernment
agencies. The role of A.I.D. direct-hire personnel will be limited to
planning and monitoring projects run by recipient country and contract
or grantee personnel. The quality of project planning and msngement will
be sustained by use of A,I.D. staff time virtuelly exclusively for these
purposes rather than in part in advisory roles,

£.I.D. has already begun to rely more heavily on private firms and
non-profit institubions to supply highly skilled manpower. Greater use of
both contractors and grantees is building up a corps of non-government
experts in technical assistance. ' The U.S. feels that this technigue of
obtaining stafr and carrying out projects has significant advantages. It
simplifies recruitment, provides for greater unity of background of team
members and makes it possible to recruit highly specialized talent for
2 to b~ year periods while protecting their career rights in a university
or Tirm as well as permitting them to retain their professionzl status.

2. The role of Volunteers is covered in V A 2.

3. Criteria for Selection of A.I.D. Participants.

A.I.D. stresses the cooperative aspect of selection between the
USAID Mission and the host government. In a number of instances, joint
comnitteed perform the selections with due representation from the host
government and the technical and training sections of the USAID Mission.

Candidates -for participant training are nominated by the government
of host country of which the nominee ig a citizen. The nomination is
reviewed by the USAID Mission technical advisor, by the Training Officer,
and other appropriate Mission officials to assure compliance with A.T,D.
personal and technical selection criteria. Personsl qualifications stress
maturity, leadership, and career potential., Techniecal criteria include a
good understanding of the country's problems in the propsed area of train-
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ing and a sufficient background of training and experience to benefit
adequately from the training program indicated. The candidate should

also be specifically involved in a particular country development project
or an important development activitiy field. In addition, he or she nust
fulfill any language proficiency requirement for which training is required
and be physically fit. )

Candidates proposed for a second training experience under A.T.D,
auspices are,accepted only after a two year on-the-job interval and even
then under carefully prescribed criteria; the training must be of an
advanced nature in the participant's field or in a different field to
-which he is being transferred.

4. Third Country Training.

~ President Nixon in his Report to Congress on U,S. Foreign Policy
for the 1970's placed heavy emphasis on the developing nations themselves
playing a larger part in their own development. Third Country Training
uses the developing countries themselves on a regional self-help basis’
and therefore is in harmony with basic aid operating principles.

It is ‘in fact AID policy to give preference to third country training
in the Tollowing situations:

-- When a particular kind of training cannot be given as effectively,
or is not available in the United States because of dissimilarity of
climate, problems, techniques, language or customs.

-- Where adeguate institutions and facilities of the required types
are available, particularly those that have been developed with AID
assistance.

-~.For participants at a middle-level of scientific and professional
skills and accomplishments or who meet minimum academic regquirements for
specialized or advanced training in a given trade or profession. Refresher
courses, special workshops, observation tours, academic training, special
subject area conferences, and similar in-service training techniques are
uged to increase the competence and attaimments of persons in these
categories.

-- Where the Host Training Country has adequate facilities for certain
training and can provide this training at a lower cost than the cost of
gimilar training in the United States.

== Where local currencies are available that may be used to finance
training within the country.

In order to support and encourage more third country training, during
Y 70, AID prepared and published two catalogues of regional resouwrces:
one for the Near Bast South Asia Region and the other for the East Asgia
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Region. It is hoped that information concerning the many resources within
these regions will help to offset the downward trend in the numbers currently
being trained in third countries: 2,633 in FY 70 in conbtrast to 2,771 in

FY 1969 and 3,365 in FY 1968. The current trend is due to a number of
factors: declining numbers of AID overseas technical staff to plan the
sending of participants t6 other countries, the preference of the foreign
participants themselves to be trained outside their own Region, and the work
entailed both for AID and Host Country staffs in administering the training
program in the couvntry where training takes place.

In accorvdance with the recommendations of the Pearson Commission Report,
ATD would be willing to work with other DAC member countries presently
gponsoring third country training, or those considering doing so, in the
interest of encouraging greater use of regional resources.

B{(1) New Measures adopted to ensure a more effective alignment of
technical aid with the requirements of reecipient countries.

The measures described below to ensure a more effective alignment of
technical ald with the requirements of recipient countries are not new
but represent an intensification of previous efforts.

(a) Concentration of resources on key areas such as
uncontrolled population growth and the inadequacy, qualitatively as well as
guantitatively of the food supply in developing countries;

(b) Greater use of contractors and grantees for project
execution;

(¢) Increasing reliance on the less developed countries to
define their priorities and identify their needs.

(@) Puller exploitation of opportunities for adapting modern
science and technology to the problems of developing countriess

(e) Improved coordination with other donors;

(f) Greater emphasis on research; incorporating new ideas and
skills in sound host country institutions (institution buildingi; the
training of operational and training personnel in the assisted countries;
provision of operational and advisory personnel selected and partly
Tinanced by the developing country.

2. Relation between Technical and Capital Assistance.

The integration of technical assistance with capital is essential
to insure financial and physical success, .Technical assistance may be a
component of project, sector or program loans. In addition to standard
financial analysis, A.I.D. requires that technical and institutional
obstacles to the success of the project be analyzed. If warranted, funds
may be included in the loan for technical or other assistance to overcome
these obstacles.
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A,T.D, sector leans usually involve a package of technical and
financial assistance which may be part of a coordinated effort to overcome
complex development problems that would require consideration of required
sectoral financial resources and procedural and/or institutional changes.
The field staffs are reguired %o identify clearly the sectoral linkages
between technical and financial assistance and how they are related to
total available rescurces and programs.

Closely related to this is the program loan which provides external
resources that would help provide the tobal level of development resources.
However, technical assistance under this type of loan might be limited to
consulting serwvices to improve say, supply management associated with
commodities to be financed under the loaun.

The provisions for technical assisgtance within the three types of
loans are flexible and depend to a large extent on the specific needs and
conditions of the borrowing country.

3. Pre-Investment Studies.

A,T.D, finances pre-investment studies with both technical assistance
and loan funds. These studies are uUsed to justify capital assistance
projects financed by.A.I.D, and others, as indicated below:

There were 34 AID/financed project loans authorized in FY 1970 and
FY 1971 induced by such studies, of which 32 were financed by AID and 2
by another source: )

Number of Resultant ATD Loan Projects
Funding Zource for Study FY 1970 FY 1971
(Est. thru 6/30)

Technical Assistance 12 15
Development Loans 1 b
Non-ATD Funds 2 -
Totals —

15 19

In addition there were 7 Non-AID project loans authorized in TY 1970
and FY 1971, which were induced by AID/financed pre-investment studies:

. Number of Resultant non-AID Loan Projects
Funding Source for Study FY 1970 FY 1971

(Est. thru 6/30)
Technical Assistance - 2
Development Loans 3 2
Totals
-5 e
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Six pre-investment studies financed by ATD during FY 1970 did not or are
unlikely to result in project loans, whether financed by AID or another
funding source. One study ‘falls into that category in FY 1971,

C. ‘Technical Assistance in Research.

1. General:

A.I.D.'s support of research activities has increasingly been geared
to applying U.S. skills in.séience and technology to critical development
problems. During FY 1970 about $21 million was funded specifically for
research activities--$8.3 million for research in developing cowmtries
under Section 241(a) of the Foreign Assistance Act, over $7 million for
population research under Title X, and $5.4 mllllon under Section 211{d)
which authorizes research grants‘to U.S. institutions. The actual amounts
spent on research, however, may be higher, since as noted in last year's
memorandum, not all funds spent on "research" are clearly identifiable since
many such research components of institution building activity tradlt-
ally financed by A.I,D., are not always reflected in statistical tabulations.

2. Aid to LDC‘Iﬁstitutidns:

There has been increasing collaboration of A.I.D. research contractors
with research institubtions of .the: less developed countries, and with the
many sciertists of those countries educated in the United States, many
under A,I.D. sponsorship. A.I.D. -has encouraged the creation of internai:
ional research networks, involving one or more research entities from
both the United States and the less developed countries. Such networks
have taken different forms depending on the subject matter. In Colombia,
for example, the national agricultural- research entity has added staff and
budget to work in collaboration with A.TI.D. research contractors in weed
control, in vertebrate pest control, and in irrigation. In another
emerging network, A,L.D. is contracting with the University of Makerere in
Uganda to do research in prostaglandins, a field in which it has research
collaboration with several U,3. entities. TUnder another A.I.D., contract
to improve the protein guality of wheat, researchers have established an
international network including 26 countries and the International
Center for Wheat and Corn Improvement in Mexico to test the entire world
stock of winfter wheat genetic materials.

The research program has had its heaviest concentration in agriculture
both because of the importance of agriculture in economic development and
because of the'extensive experience the U.S. agricultural scientific com-
munity has had in problems of development. Some of the fields of research
in agriculture have included (1) plant breeding with emphasis on increasing
protein content; (2) pest control with emphasis in weed, vertebrate pest,
and tsetse fly research; (3) water and soil resources, especially tropical
solls manageément; (4) livestock production with attention to special prob-
lems of cattle nptrition and disease in the tropics, and (5) economic
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problems of agriculture ineluding income distribution and employment
effects of increased grain production. One notable result of this research
in agriculture was the development in Brazil of a fertilizer system that
has increased grain production, four~fold in an area of Rio Grande do Sul
that had previously been a declining agricultural area.

Areas of activity other than agriculture in which A.I.D. supports
research include health, nutrition,, population and demography, and
education and manpower development.

Notable activities have been as follows:

In health - A.I.D. funded research has placed heavy emphasis on
supporting the worldwide malaria eradication program by seeking alternatives
to DDT control, developing a vacecine against malaria, and studying the
ecology of mosguitoes and the role of migration in the spread of malaria.

In nutrition - A.I.D. supported research has concentrated heavily on
the protein fortification of basic cereals such as corn, wheat, and rice.
Formulas have been developed for greatly enriched native foods, such as
breads and cakes, which can be accomplished without important changes in
taste and appearance. The corn-soy milks, which have been marketed in
several countries as high-protein alternatives to conventional soft drinks
have also resulted from A.I.D. sponsored research.

In Population and Demography - A.IL.D. research is attempting to
improve fertility control methods, through a variety of techniques
ineluding foams and medications which also have disease control capabil-
ities. As outlined in detail last year A.T.D. is giving strong support
to demography and population dynamic activities of the less developed
countries. Also in collaboration with WHO A.I.D. is supporting operation
research techniques to determine present practices of limiting population
growth, attitudes toward family planning measures, and the organization
and administration of national family planning programs.

Tn Education and Manpower Development - A.T.D, is encouraging more
sophistication in this area, moving from relatively limited areas such
as teacher training methods, and-curricular reform, to studies emphasizing
communications technology in education, and the best utilization of LDC
resources for ofganizing educational systems.

3. Grants to U.,3. Institutions:

As noted previously, Section 211(d) of the Foreign Assistance Act
authorizes the Agency to make grants to U.8. universities to strengthen
their capacity to participate in the planning and execution of economic
development programs. It is a companion piece to the A.I.D. research
program. The latter mobilizes for the Agency the existing talents of
the universities in accomplishing research tasks aimed at producing infor-
mation needed for a specific end. The grants program on the other hand,
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enables the Agency‘to stimulate the development of new talent and new
institutional resources for long-term collaboration in the development
process.

Grants are made- to universities which have demonstrated a commitment
to achieve a capability in a particular area. Usually this capability is
heavily oriented to domestic problems. Examples are Auburn University in
fish production and the University of Wisconsin in land tenure. The
grant enables the university to add an international economic development
dimension to its outstanding domestic capability. Because of this univer-
sity commitment and the convergence of interest between the un1vers1ty and
the agency, grants are made for a period of five years.

As with aid to IDC institutions, agriculture is the largest area of
concentration of the grants program accounting for about 70 percent of
all obligations. Other areas include health, population, nutrition and
education. -

Some examples of new activities ave:

-- Grants for work on livestock problems in the tropics, with an eye
not only to animal probleims but also to the economic and social framework
within which livestock is produced and marketed;

-- Grants to help a U.S, university to develop a leadership capacity
in the field of educational technology and new educational systems for
the less developed countries.

This type of activity indicates a new direction for A.I.D.-univer-
sity collaboration which enlists the universities as partners, fully
committed to participate in the task of development, rather than merely
as contractors for specific tasks. The A.I.D. research program reflects
A.I.D. interest in developing a more meaningful collaboration with over-
seas institutions, with the aim of helping make the universities and
research institutions of less developed countries fully committed
collaborators with their governments in economiec developument.

D. Evaluation.

1. TImprovements in Evaluation Systems:

The system for evaluation of non-capital projects deseribed in
previous reports to DAC .included a Project Appraisal Report (PAR) which
was a detailed checklist intended to facilitate thorough self-evaluation
by project personnel in field Missions. Although the PAR was the out-
growth of extensive consultabion within and outside the Agency, its
design and use were necessarily experimental. Accordingly, an outside
consultant group was engaged to evaluate the effectiveness of the PAR
document and of Mission project evaluation practices and to propose
improvements.

REARTI v T TR B R, PP
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During 1970, the consultant group visited 16 Missions in four geo-
graphic regions where they interviewed many A.I.D. and host country
staff officers and studied a sample of 63 projects. They also partic-
ipated in five AID regional program evaluation conferences and
analyzed data from 321 PARs, using computer techniques. The recom-
mendations of the consultant's group were modified by AID, field tested,
and further refined. They have been adopted by the Agency.

Installation of the modified approach started with a seriles of
regional conferences atbended by senior Mission representatives in
the autumn of 1970. At these conferences, the system's concepts were
introduced by lecture and demenstrated in workshops. Then visits to
every Mission by joint teams of an AID officer and a consultant were
undertaken to assist in actual evaluation of selected Mission projects,
As of the end of 1970, 6 country Missions had received installation
training. The remaining Mission installation visits should be complebed
by June 1971. .

The new system emphasizes the creation of a Mission-useful process
and subordinates the reporting of evaluation findings to AID/W. The
key elements of the Mission process are:

a. A logical framework in which the field Mission (i) clarifies
the project design by defining inputs, outputs, project purpose and
sector or program goal, {ii) establishes indicators for measurement
or cbjective verification of progress toward the defined outputs, pur-
poses and goals. Evaluation then consists of determining whether or
not the project outputs were produced, whether such production in
fact achieved the project purpose, and finally whether this achievement
made a significant contribution to the higher sector or program goal.
By focusing on the causative linkages heftween steps in the framework,
evaluation avoids extranecus guestions and loocks for possible improve-
ments, =

The logical framework permits a clear separation between manageable
interésts and those factors which appear to be beyond managerial control.
The manageable interests, which are the joint responsibility of the
Mission and of the host government, consist of combining inputs to pro-
duce outputs. Beyond that stage, we become social scientists who test
the hypothesis that producing those outputs will achieve the project
purpose and will contribute to a sector or program goal.

b. A group review - An interactive process among interested
people is essential for reaching the best evaluation conclusions and
deciding about future actions. Therefore, formal reviews are being
scheduled., The desired approach is a collaborative effort rather
than & judicial inquiry. The attendance at these reviews varies with
the projeet and the Mission, but includes such people as the Mission
Director, contract party chief, Program O0fficer and project manager.
Prequently, the reviews also include representatives from the host
country, other donors, or from Washington.
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¢. A process mansger - Each Mission has designated someone
to serve as Bvaluation Officer (usually part-time) whose responsibility
is to help project personnel analyze their projects in accordance with
the logical framework and to organize and preside over the group reviews.
To help him, guidelines and worksheets have been provided.

d. A simplified Project Appraisal Report - This is conceived
as a low-cost byproduct of the evaluation process which will show head-
quarters that rigorous evaluation has occurred.

2. Administrator's Spring Reviews - The Administrator of the
Agency for Internation Development held a Spring Review on Population
April 11-13, 1970, which was attended by 225 people, including representa-
tives from 28 field Missions, 17 other U.S. Government agencies, 16
universities and private institutions, and several Congressional offices
and international agencies, At the sessions, attendees exchanged infor-
mation about populstion programs based on their experience and on some
16 country papers and four analytical papers.

'The mdgnitude of the preblem was dramatized at the outset by
Administrator Hannah with projections showing that if a net reproduction
rate of one were achieved by the year 2000, the age structure of today's
population is such that world population would not shtabilize until the
year 2070 when population would be mere than double today's total. The
Review concluded that population programs have had s phenomenal growth °
but that a broader rasnge of -sccilco-ecencmic forces must be brought o
bear since evidence 1s not convinecing that improved delivery service for
contraceptive devices can selve the population problem alone. For
wider delivery services, use of non-medical personnel should be locked
upon as a goal, not an expedient.

A Reviéw on Tand Reform was held June 2-4. It was attended by more
than 300 people from the same types of agencies as attended the Population
Review. Papers had been prepared on experience in 30 countries, with
analytical papers then dealing with 12 issues. The most important single
finding was that the social and polltlcal goals of wider distributicn
of opportunity, power and employment ameng farm people need not be in
conflict with, but can be consistent with, incressed agricultursl pro-
duction and effieciency., In ether words, equity and productivity tend
to be mutually supporting objectives of land reform. Urbanization or
settlement of new lands are not adequate slternatives to land reform.

When a dominant indigenous political will for land reform exists, external
assigtance may be constructively applied on meny aspechs of the reform.

For 1971, the Adminisbrator has decided to limit the scope, content
and staff resources devoted to each evaluative study but to undertake
more studies. Seven topics have been selecied:
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a. Participant Training ~ Criteria and practices in pro-
gramming training in the United States or third countries for people
from developing countries. This is a different approach than previous
evaluations about experience of individual trainees.

b. IDC Universities - The contribution of selected uni-’
versities in developing countries to national development.

c. Program Intermediaries - Experience with various types
of developling country organizations as means for transmitting technical
assistance and mobilizing local action.

d. Agricultural Research - Case studies of the development
of‘effective agricultural research institutions in developing countries.

e. Technical Assistance Research - An evaluation of the
extent to which results of A.I.D.'s past research program have been
used and consideration of the most effective ways for disseminating
research findings.

f. Loan vs. Grant-Funded Technical Assistance - Effect of
type of funding on decision making, efficiency in usge of resources, and
achievement of results.

g. Capital Projects - Case studies to discover ways for
better planning and execution.

3._ Special Field Evaluations :

Some thirty AID Missions engaged in -approximatley 100 in-depth
evaluations during the fiscal year 1971 (data not available on a
calendar year basis) of major projects, .sectors, or problem areas.

The three sectors most actively evaluated were public administration,
including popular participation aspects, agriculture and education. The
evaluations were carried out- with combinations of Mission personnel, )
private consultants, staff from AID/W and other U.B. -agencies and from
host govermments. - . -

4. Evalvation of Population Programs:

As part of its technical assistance activities in the field of
population, the Agency for Inteinational Developménﬁ is providing
training and advice to officers from less developed countries about
techniques they can use for evaluation of family planning programs.
Fellowships are awarded for study at one of several universities in the
United States which offer special courses in population evaluation. In
addition, A.I.D. has several contracts to help develop practical
evaluation methodology. Each contracter also makes short-term con-
sultants available to ceuntries requesting them Scme of these contracts
are briefly described below:
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. a, DBvaluation Methodology - At Columbia University a
reexamination is being made of the entire spectrum of family planning
program operation, from inputs to ultimate effects, in order to identify
points where management would be served by qualitative or quantitative
analysis of an activity and its results. Methods are then devised to
perform the evaluative analyses indicated. Columbia University will also
prepare an annotated bibliography of evaluation. The University of
Chicago will review current evaluation activities in LDC programs in
order-to borrow from the best experience available now. The Battelle
Memorial Institute is producing a generalized computer program

generator of sufficient flexibility and simplicity to make its use
possible for central processing of routine service statistics in any
DC.

b. Short-term Training - The Census Bureau is preparing
manuals which will <teach the technical use of the computer program
generator referred to above, but more importantly, manuals to show
when, where, and how the system can serve program management. Thegse
manuals will provide the textbooks of training workshops to be held
overseas and in Washington.

c. Creating Bvaluation Units in LDCs - The Columbia
University group has worked with family planning programs in several
Central American countries to help organize Evaluation Units. This
not only serves the individual countries, but also permits practical
testing of new or modified methodologies. It is expected that
assistance of this sort can be provided to additiomsl countries.,

5. Other Headquarters Evaluation Studies:

a. Participant Training - Exit interviews were held with
about 60 percent of the -trainees departing from -the -U.S. An annual
report, "Participant Assessment of AID Training Programs', was issued
in July 1970 which contained information about ways the quality of
training might be improved. A computer data bank was esbablished to
permit retrieval of the information obtained from the exit interviews.
By December 31, 1970, information was available for over 7,000
trainees. With computerization, special reports can be made guickly
concerning such topics as experience with trainees from certain
countries, with specific training facilities and with participants
studying cert%in disciplines.

Special evaluative studies have also been made. of the effectiveness
of several training institutions which complement the regular ‘training
pPrograms, - ’

b. Agricultural Extension - A member of the Evaluation
staff analyzed the' Agency's efforts-fto help build agricultural extension
institutions in Central and South America. The study covers the period
1040-1970, and examines both the effectiveness (were viable institubtions
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bullt?) and the significance (have the 1nst1tut10nskmﬂped improve
farm produetivity?) of the U,S.. assistance projects. ~Research on the
study starbed in 1967; publication is expected in early 1971.

e. Educational Television - El Salvador is one of the few
countries in the world attempting to build an educational system with
general reliance on use of television, rather than.as a supplement %o
traditional methods. Because of the general interest in this national
experiment, A.T.D. has arranged for scientific evaluation through an -,
A,I.D, contract with the Academy for Educational Development, utilizing
experts from Stenford, Harvard anq'Drexel Universities, and from the
. Educational Testing Service. This effort represents one 0f the most
thorough evaluations ever conducted of an educational innovation. It
includes the following aspects:

(1) testing of educational results in terms of student
learning in mathematics, science, and social studies, and changes in the
behavior of teachers and students--particularly whether work changes
from rote repetition to active individual student participation are
occurring.

(if) assessing the changlng atbitudes and aspirations
of students, teachers, and parents.

(iii) recording a history of the administrative growth
of the project and its .attendant problems.

(iv) ahalyzing comparative costs, both capital and
operatiqg. ’

Together these analyses will provide a cost-effectiveness comparison
of the new and old systems, together with some indication of any
special contribution of television per se. Further, these analyses are
already providing a better understanding of the factors critical to the -
success and limitations of projects -which use -educational- technology as
a catalyst for educational reform.

6. Supporting Activities for Evaluation Work:

a., Information Bystems -~ The A.I.D. Reference Center
("Memory Bank") has increased-its collection of evaluative documents,
has up=dated its cataloguing, issued several bibliegraphies, and has
removed marginal materials. It is now reaching the point that it can
do quite well at providing answers to questions. TLast year it recelved
about” 2400 visitors, answered 3000 teléphone querles ‘and circulated’
12,000 documents. The Wational Archives and Records Service surveyed
A.I.D.'s records system and recommended that it be a more .centralized
system, with.closer linkages with systems of other national angd
""multilateral agencies.
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" b. Progress ITpndicators - A listing of indicators of
progress in the education sector, which was compiled from a search of
literaturag and an analysis of Agency documentation, contained illus-
trative project and sectoral level indicators and program goal state-
ments for use of Missions. )

c. Evaluation Contract Services - The Latin America
Regional Bureau contracited with several consultant firms on a stand-by
bagis for the evaluation of subsectoral and sectoral activities. The
firms are able to respond promptly to task orders originating in the
Latin America Missions and to provide professional services tailored
to the specifications submitted for each study.

d, AID Evaluation Handbook - An Evaluation Handbook was
published by AID during 1970. A first printing of 1600 copies was
guickly exhausted and a second printing of 1500 copies was ordered.

The Handbook discusses the concepts and operation of program evaluation
in AID, provides guidance on the design and conduct of evaluation

studies and gives examples of baseline techniques, output and

performance indicators, performance standards, etc. Recommended readings
and an annobtated biblicography are included,
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VIIi. Private Sector

A. Tlow of Private Capital

General: Total privete flows to LDC's in 1970 are estimated at about
$2.2 billion, almost $T700 million higher than in 1969, with increases
in all components. ' .

Direct Investment increased by $3lO million in calendar 1970 over

1969. Most of the increases were in investment in IDC's in the Western
Hemisphere. Approximately $310 million of this increase occurred in
the Caribbean area. Other significant increeses in direct investment
are attributable -to spending by petroleum affiliates in Venezuels and
manufacturing affiliates in Argentina and Mexico. Direct investment
increasged by $100 million in Spain. These increases were partially -
offeset by negotizted liquidations in Chile. Invesbment in Asia and
Africa remained at about the same level as in 1969.

Private capital flows in the form of bilateral portfolios decreased
by about $50 million, mainly in LDC's in the Western Hemisphere.
Multilateral portfolio investment increased by $22h4 million. This
included new issues of $241 million for the IBRD and $95 wmillion for
the IDB. These amounts are offset by redemptions and trading.

Reinvested earnings - Complete data are not yet available but this
category is estimated at roughly $550 million compared to about $500
million in 1969.

1. Restrictions on Private Capital Outflows - The Foreign Direct
Investuwent Program, established in Janvary 1968 to assist the U. 8.
balance of payments by imposing certain restraints on direct invest-
ment abroad, continves. in effect. Direct Investors may elect one
of several alternative methods of calculating their annval
"allowables" or quota ceilings. The "historic allowable"” is a
percentage of the base period (1965-1966) average investment. For
developing {Schedule A) countries, the amount is 110 percent.

The 'Barnings allowable” is a percentage of the previous year's
earnings. In 1970 the amount was 30 percent and in 1971 will be
4O percent for all three schedules, including Schedule A. Direct.
investors, however, may elect a worldwide minimum allowable of

$2 million ($1 million in 1970), or one of $6 million providing
that at least $4 million is invested in developing countries.
Additional investment in excess of allowables may be made in
Schedule A by "downstreaming” all or part of the allowables in
the other two schedules, or by utilizing offshore financing, i.e.,
the Eurobond or Eurcdollar markets.
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TEXT TABLE IX,

U. 8. PRIVATE CAPITAL FLOWS T0 LDC'S
(Millions U. S. dollars: inflows (~))

Preliminary
Total IDC's

1966 1967 1968 1969 1970

Direct Investment 656 790 1,248 750 1,060
Other Long~texm Capital 235 867 595 202 545
Total excl. reinvested earnings 891 1,657 1,8k3 952 1,605
Reinvested earnings 1/ 160 270 h99 507 550
Total Including Reinvested Earnings 1,350 1,827 2,342 1,49 2,155

Latin America

Direct Investment 308 296 677 3kh - 555
Other Long~term Capital 98 222 -45 L5 152
Total excl. reinvested earnings Loé 518 632 389 707

‘ Other IDC's
Direct Investment 3h2 4ol 571 Lo6 505
Other Long-term Capital 136 389 375 118 130
Total excl. reinvested earnings 78 883 ST 52} 635

International Agencies

Direct Investment - - _
Other Long-term Capital 1 256 265 39 253

Total excl. reinvested earnings 1 256 265 39 253

1/ Data on Reinvested Earnings which are included in the "F" tables of the
Statistical Ammex are not available by region for 1970.

Source: Department of Commerce, Office of Business Economics.
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TEXT TABLE X,

DIRECT INVESTMENT FLOWSL/

d {Millions U.S. Dollars)
" Total Direct Investment Flows going Percent of
Year to all Countries _ to LDC's Flows to LDC's
1965 3,468 872 25.1
1966 ) ’ 3,661 656 17.8
1967 3,137 ' T90- 25.2
1968 3,209 5 3,208 38.9
1969 3,070 750 2L L
1970 | 3,967 1,060 . 26.7

1/ Data on Reinvested Earnings which are included in the "F" tables of the
Statistical Annex are not included in the text tables in that comparable data
for 1970 are not available. For earlier years Reinvested Earnings amounted
to: 1965, $399 million; 1966 $LE0 million; 1967, $270 million; 1968, $499
million and 1969, $50T million,

Source: Department of Commerce, Office of Business Economies
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The guidelines issued by the Board of Governors of the Federal Reserve
System to restrain foreign credits by financial institutions have been
described in previous U.S. memoranda. Banks and other financial
institutions are again asked to glve priority to export financing and
to developing countries for loans and investments.

New Measures to Encourage Flow of Private Capital to IDCs - The Foreign
Assistance Act of 1969 created the Overseas Private Investment Corporation
(OPIC) to "....mobilize and facilitate the participation of the United
States private capital and skills in the economic and social progress

of less developed friendly countries and areas, thereby complementing

the development assistance objectives of the United States.”

The Corporation was formally established by Presidential Executive

Order on Januvary 19, 1971, following the appointment and confirmation

of 1ts President, Executive Vice President, and Board of Directors.

With a joint private-public Board of Directors, OPIC will reorganize
and operate selectively, on a business basis, U,S5. Government incentives
to the investment of American private capital and know-how in projects
which contribute to development. A detailed introduction to the
Corporation, outlining its objectives, authorities, policies and
organization, was submitted last year.

~— Investment Insurance - As of December 1970, outstanding amounts
under the three coverages offered were: Inconvertibility, $3.65
billion; Expropriation, $3.85 Dbillion; War, Revolution and Insurrection,
$3.2 billion. These figures represent an increase of 60%, 82% and
162%, respectively, in the past three years. In Calendar 1970 the
politiecal risk insurance was instrumental in assisting U.S.
private investment of $740 million in developing countries. Histor-
ically, since the beginning of the program in 1948, $4.3 billion of
U.S. private investment has been so encouraged.

OPIC is now, in light of the new statutory requirements, closely
examining and evaluating its (1) own principles of risk management,
(2) exposure in large and sensitive projects including natural
resources projects, and (3) criteria for determining the effect

of private investment in LDC development. These agsessments may
lead 4o changes in program administration which will, of course, be
reported to the Secretariat in future memoranda.

The major change to date is the increase in fees charged for
insurance protection. As of March 10, 1971, the fee for convertibil-
ity insurance is 3/10%; for expropriation, war, revolution and
insurrection 6/10%. Fees for standby coverage are 1/4% in each

case.
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Pre-Investment Assistance - OPIC will normally share up to 50%

of the cost of making pre-investment surveys if the company decides
not to make an investment. Formerly known as the Survey of Investment
Opportunities program, it has been described in earlier memoranda. To
date 52 surveys have resulted in decisions to invest approximately
$104 million. Activity in this program for 1970 was much lower than
in prior years, and only six Survey Agreements were signed, having

a possible total investment of $2.2 million.

OPIC authority now permits sharing in a higher percentage of total
survey costs for projects which the Corporation especially wishes to
promote, OPIC will: finance project surveys in stages, allowing for
periodic review and requiring positive decisions before proceeding to
the next phase; tailor OPIC's financisl exposure to the various phases
of the survey: select companies with operating experience in the project
to be surveyed, and with financial resources sufficient to make an
appropriate investment if the proposal looks commercially attractive;
require repayment, with interest, of OPIC's portion of the financing
in the event a project results; and favor that kind of survey which
would lead to a project for which OPIC would be willing to provide
investment guaranties or investment insurance.

Earlier memoranda described the A.I.D. (now OPIC) agreement with

the Agribusiness Council {A.B.C.) to participate financially with

U.S. companies in surveys of food processing, distribution and marketing.
As of February 1971, A.B.C. had signed 16 Phase I (preliminary
reconnaissance survey) agreements and 5 Phase II (detailed feasibility
study) agreements with American firms. One reconnaissance and one
feagibility survey have resulted directly in determination to invest;

two reconnaissance surveys have resulted in negative decisions, and

the outlook for investment appears favorable in six others.

New Double Taxation Agreements - There 1s no new activity to report.

Joint Public-Private Projects - OPIC continues to welcome joint publie-
private participation in development projects. Iocal participation in
equity ownership may be desirable and, under certain circumstances,

host country govermment participation in project ownership is acceptable,
provided that operating control remains in private hands. WNo public-
private projects were assisted during the past year.

Trend of Activities of Development Corporations - The OFPIC Board of
Directors meets monthly, and has so far held three regular meetings.
Among actions taken by the Board to date, are:

-- Bstablishment of review procedures for all political risk
insurance projects of $25 million or more and all investment
guaranties and Direct Investment Fund loans.



- 68 -

—— Adoption of guidelines placing particular emphasis on not
only the finamcial and commercial soundness of each project
to be assisted, but also its social and economic developmental
impact ineluding, for example, its effects on host country
revenues, foreign exchange, employment and ecology.

-~ Following the statutory mandate to manage the insurance
program with due regard to the prineciples of risk management,
slightly higher fees are being charged on all investment
insurance contracts issued after March 10, 1971. This increase
merely reinstates the fee level back to that charged from 1948
to 1966, The effect of this small increase over a period of time
mey, in part, reduce any possible requests for additional appropri-
ated reserves to pay c¢laims, while maintaining the incentive
nature of the program. (See Investment Insurance, paragraph (2).)

The Tiscal Year 1970 Annual Report detailing activities carried
out under each of OPIC's authorities (as then administercd by

A.T.D.) may be obtained ‘from the'U.S. delegabion.

T. Placement of IDC Bond Issues - LDCs, including public authorities
and private corporations, are eXempt from certain U.S. interest
equalization taxes on securities sold in the U.S. capital market.
However, all foreign as well as domestic firms must, of course, register
with the Securities and Exchange Commission. :

B, Private Non-Profit Flows

1. Trends - The 1970 overseas development programs of U.S. private, non-
profit orgenizations indicate a downward trend when compared to prior
years, For example, the dollar wvalue of the internstional programs
of U.5. foundations declined from $93 million in 1968 to $75 million
in 1969 and to $59 million in 1970. A.I.D.'s Advisory Committee on
Voluntary Foreign Aid reports that the total dollar income of 82
registered U.S. voluntary agencies active in international development
exceeded $557 million in 1970. This amount, while $166,000 more than
the total 1969 registered voluntary agency income reported (due to
an extraordinary income contribution of $192.7 million reported by the
United Jewish Appeal for Israel), was 17% less ?han the $672 million
U.S. voluntary agency income reported in 1968.-i

1/ Voluntary Foreign Aid Programs ~ Reports of American Voluntary Agencies
registered with the Advisory Committee on Voluntary Foreign Aid - 1970,
1969, 1968,
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The above figures for the Christian~Judaic -organizations include amounts
of direct support allocated to their religious functions and activities
traditionally defined as "technical assistance.” The construction,
staffing, operation, and direction of hospitals, schools, family planning
units, and other socio-economic commumnity-oreinted activities are
examples of the types overseas technical assistance sponscred by U.S.
religious organizations., The U.S. private profit corporations overseas
also pursue active programs to better their relationships within the

host country.

Voluntary Agency Program Trends - Partially offsetting what is expected
to be a short term reversal in the amounts allocated by the U.S.
non-profit sector to overseas development activity is the growing
awareness and willingness of the U.3. registered voluntary agencies to
give more attention and emphasis to developmental programs. In

addition to their traditional role-of giving succor and relief, American
voluntary agencies demonstrate an €xpanded interest in community )
development and people-to-people programs which focus on basic socio-
economic gaps in health, education, -and agriculture.

A Prospective New Program - AID's Office of Private Overseas Programs
is considering providing support to a consortium of 10-12 U.S. )
organizations engaged in overseas development programs. These organiza-
tions are presently endeavoring to form a consortium that would provide
for (1) increased professionalism in program plenning, management, and
evaluation, (2) a systematic interchange of information, and (3) an
improved fund-raising capability.

Cumulative A.I.D, Grants and Contracts — FY 1970 Agency for International
Development reports indicate $632 million as' compared with $602 million
in FY 1969 as the cumulative amount obligated (contracts and grants)

for technical services by the U.S. private sector. A.I.D. also reports
cumulative obligations of $213.6 million for grants and contracts with
nog-profit, non-governmental organizations amd $3.4t million with non-
profit government agencies through June 30, 1970.

Current Private Non-Profit Programs Funded by the Office For FPrivate
Overseas Programs

a, The Asia Foundation, a privately-managed, non-profit organization
whose goals emphasize social and institutional development which
works. with individuals, community and professional groups, private
and public agencies to foster development in: education, legal
studies and administration, book and library programs, sclence,
science teaching, rural development, and Asia regional collaboration.
The FY Tl grant of $3.75 million also assisted the Asia Foundation
technical assistance efforts in the problem areas of manpower and
wnemployment .,
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2.  Registered Voluntary Agencies - The U.3. registered voluntary agencies-
continued to receive substantiel U.S. Government support in 1970:

a. Private

Amount
(1) Donations received (commodities/equipment)....$ T1,117,680
(2) Dollar contributions (and other income)....... $ 292,640,739
b, U.S, Government

(1) Overseas P.L. 480 Freight..c..veviverenenennenn $ 145,402,673
(2) Contracts and grants.....ieeeeivesanscssaneeonsn $ 20,650,006
(3) EXCeSS Propertye.careresssressscssacsnrasensns $ 732,383
(4} P.L. 480 donated fOOA. . veeerirnenenrrarnennnnn $ 126,509,006

Total.veeisanserenennea $ 557,052,871

3, Total Flows - The U.S, -Department of Commerce officials estimate a
$656 million. (cash and kind) outflow of U.S. institutional remittances-
overseas for CY 1970. However, measurements of the total value of
overseas remittances and programs by -U.S. private, non-profit
organizations are, at best; rough estimates due to the innumerable
private organizations and individuwals engaged in activities characterized
by combinations of religious and technical assistance efforts, and the
inevitable gaps in reporting.

Given these statistical difficulties and reporting gaps an attempt to
arrive at a reasohable estimate of totdl U.S5. private support for 1670
results in the following source data:

Organization © - Amount (Millions)
Registered Voluntary Agenciesl/ $ 557
Foundation %’ 25¢ ¢
Protestag = 228
Catholic~ 50
Jewish?: "225%

$ 8ok

#(Non-Additive duwe to partial duplication of reporting)

[V =w[
e

Voluntary Foreign Aid Programs - Reports of American Voluntary registered with
the Advisory Committee on Voluntary Foreign Aid - 1970, 1969, 1968.

American Association of Fund Raising Council Representatives.

Horth American Protestant Ministries Overseas Directory, 1970.

No report available. ZEstimates by Catholic Religious Sources in Washington.
USDC Revised Report 1970 includes USDC estimates covering non-reporting

Jewish activities.
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b. The International Executive Service Corps (IESC) received
an FY 71 $3.2 million grant to assist in providing short
term guidance to a variety of business {(agro-business,
food processing, manufacturing marketing, transportation,
insurance and banking, hospital management, ete.)., A roster
of over 6,000 volunteer businessmen serviced over T50 requests
from 45 countries thereby assisting 525 organization§ in 1970.

¢. Volunteers for International Technical Assistance (VITA)
with a roster of over T,000 U.S. volunteer scientists, engineers
educators, and businessmen serviced over 2500 technical assistance.
inguiries received by mail from most of the LDC's worldwide.
Technical responses range from plans for a village bridge to
the complex design and on-site advice for a small respirstory
disease hospital. The U.S. government gave a grant in the amount
of $85,000 for 1970.

Additional examples of U.S. private; non-profit programs receiving

U.8. doller support are (1) the Council for International Progress in
Management whose activities help to establish and develop local private
institutions for training managers and support private business develop-
ment and (2) the U.S. cooperatives.

In the latter category, the Agricultural Cooperative Development
International (ACDI), with membership of 26 major U.S. Cooperatives,

has coop-type programs in Hondurus, Guatemala, Thailand, the Philippines,
Nepal, Uganda, and Vietnam; the Credit Union National Association (CUNA)
has fostered credit union programs which have resulted in 933,000
members in Latin America and an African reglonal program to develop and
service eredit unions in 19 African countries; the Cooperatbive League

of the U.S.A. (CLUSA) provides U.S. know-how through members in Chile,
Ecuador, Panama, Peru and India. Functional assistance is being given

in comnsumer cooperatives, agri-business, insurance, and management; the
National Rural Electric Cooperative Association (NRECA) taps the technical
capabilities of its 1,000 U.8. member organizations to develop xural
electric cooperatives in LDC's -- projects are presently underway in
Afghanistan, Bolivia, Nicaragua, India, and the Philippines.

Current Private Non-Priofit Programs, Funded by the Technlcal Assistance
Bureau, A.I.D. - The Technical Agsistance Bureau also funds the on-going
program of private non-profit organizations {exclusive of universities)

in a variety of fields: agriculture, education, health, nutrition,
science and technology, population and family planning. Examples would
include the:

- International Maize and Wheat Improvement Center (CIMMVT),

—— International Rice Research Institute (IRRI),
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—~ International Institute for Tropical Agriculture (IITA),

—— International Cember for Tropical Agriculture and Livestock (CIAT)
—— Agricultural Development Council.

-— League for Intermational Food Education,

—— Population Council.

-- International Planned Parenthood- Federation,

-« Pathfinder Fund,

-—- World Education, ete.

This partial 1list is reflective of present program dimensions not

only in the Technical Assistance Bureau but also in the geographic
regional bureaus of the agency. Such institutions have received inter-
mediary substantial A.I.D, project and institutional grants and
contracts over the years.

The result has been the evolution of a diverse range of relevant

and in some instances unique interné&tionzl development capabilities

in a number: of these institutions. They represent a constructive
resource for the developing world,
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. SUMIARY FUNG.IONS OF A.TI.D.

1. TiE OFFICE OF TIE ADMINTSTRATOR

The Mministrator plans, direcls and coordinates the operations
cf the Agency. He is responsible, subject to the approval of the
Secretary of State, for the Tormulation and execution of U.S.
foreign assistance policies and programs in accordance with the
Act for Internatienal Development. He supervises and directs the
activities of all persomnel of the Agency in the United States
and overseas. The Administrator®s office includes the Deputy
Administretor, an Executive Secretariat, and an Qffice of Egual
Employment Opportunity, and an Office of Program Evaluation which
maneges the Agency's program evaluation system. The following
organizations report to the Office of the Administrator.

IL. STAFF COFFICES

A. General Counsel - Provides legal advice aznd service to all ele
lents of the Agency; interprets the basie statutes under which the
fgency operates; and develops legal standards governing Lhe trans-~
ection of Agency business,

8. Auditor General - Plans and directs the execution of a compre-
hensive management audit, inspection and security program, cover-
ing all phases of Agency operations including A,I.D./W and all
overseas activities. The program includes: in-depth appraisals of
the Agency's operations methods; audits of program and administra-
tive activity; determination of suitability of persomnel for emploj-
nment and the jssuance of security clearances; maintenance of
hysical security of Agency facilities and records; and investige-
tions of allegations of fraud, criminality, malfeasance or non-
fcasance on the part of A.I,D, personnel, contractors and others
gngaged in A,I,D, -financed programs.

L. Office of Legislative and Publie Affairs - Plans and coor-
fiinetes activities which respond to Cengressional snd public in-
auiry eon Lhe nalure and conduet of A.I.D. programs. Under the
direclicn of an Assistant Administrator this program is conducted
by three stalfs:

1. Ceoncressional Lraiscn Staff - Maintains liaison between
lhe Agency and Congress; answers Congressional requests for
inforration on Agency operations; and provides information on
pending legislation to all elements in the Agency.

2. Inlorretion Staff - Develops public information policies,
and prejarss and disscminates information about the foreipgn
“/ 'ahqhnrcgrum to the U.S, puhlie,

=
X

Bl

-in pertinent technical areas.

3. Lepisintive Program Coordination Staff - Coordinates

the preparation and presentation of legislative proposals fof
forelgn aid authorization and appropriation bills, providing
staff support to Administration witnesses who testify on be-
half of these proposals.

IIL.

THE REGIONAL BUREAUS ' ,

There are five Regional Bureaus; Fast Asia, Viet-Nam, Near Fast
and South Asie, and Africa, each under an Assistant Administra-
tor and Latin America under the U.B. Coordinator Alliance for
Progress.

The Regional Bureaus are the principal line offices of the Agency
with responsibility for program planning and execution of U,S.
Economic Development programs within their respective reglons.
Regional programs are administered in accordance with policies
and standards established by the Administrator assisted by A.I.D. |
headquarters program and menegement offices and staffs.

IV. THE FROGRAM OFFICES

A. DBureau for Program and Policy Coordination - Under the direc-
tion of an Assistant Administrator, develops cepital, trade and
economic assistance program policies, coordinates Agency budget
requests, recommends allocation of rescurces, provides guidance
to Regional Bureaus in development planning and provides guildancd
on Title IX and IDC private enterprise development. Assures
coordination of U,5., aid programs with development assistance
activities of multilateral and interregional organizations and
other donor governments. Provides statigtical support services
to the Agency's Bureaus, Offices and Staffs.

B. Bureau for Technical Assistance - Under the direction of an
Assistant Administrator, identifies and seeks solutions to major
problems impeding the modernization process in LDCs in the areas
of agriculture and fisheries, development administration, educa-
tion and human resources, health, nutrition, population, sgience
and technology, and urban development. Formuwlates strategics an
methodologies for the application of technical assisfance to cul-
tural characteristics of LDCs. Acts as the Agency's focal point
for all dealings with universities and U.S, govermment agencies
Provides lecadership in improving
the quality of Agency professional services. Coordinates Lhe
Agency's research program and administers institulional grants
under Section 211{d), Administers intorregional technicel servide
projacts. '

-
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C. Offie. £ Ppivate Overseas Programs - Provides
leadership and a centrszl point of contact with the
Agency for the U.5. private non-profit community
{except universities and labor organizations) to
promote maximum U.3. private participation in over-
seas Jevelopment, especially in technical assistance
programs. Coordinates foreign disaster relief
activities. .

D. Offiee of Food for Peace - Provides leadership for the Agencl's
Food for Peace mctivalies including the use of focd resources tc
combat hunger end malnulrition and to supporl ecconomic develop-
ment, femily planning, nutrilion programs, private enterprisc,
agriculiural produclion and developmenl, and Tille IX aclivitie:s.
Acts as the Agency focal poini for ell dealings walh the Depart-
ment of Agricultural end other U.5. Government agencies concern-
ing the P:L. 480 program., Administers food grant assistance for
disaster relief,

E. Office of Fngrneering - Provides guidance on enginecring
policies, standards and praclices for capital projects and tech-
nical assistance progrems under loans, grants, or guaranices; as
Tequasted, reviews major praojects for engineering feasiblity;
and momitors engineering operations.

F. 0ffice of Public Safetv - Has priwary responsibility for
public safety progrems; develops policics, siandards and pro-
grems an public safety assistance; coordinates public safety
prograns and operalions with other appropriale agencies and A.I.D.
officies; adminisiers participant training 1n publlc safety;
evAluales public safety activitaes.

G. tv.ee of Loaber Affairs - Develops Agency-wide guidelines
end ;. " fcizs Lo overn Lhe Jaobor aspects of counlry pregrams and
pro,)eels and provides general Agency liaadison and coordanation
walh b U.5. tradge movement, the lmernational Labor Orpganiza-
tion oxd“the U8, Deporimend, of Labor.

8
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H. Office of Internalional Training -~ Provades gupworl and ser-
vice *o the Regional Bureaus and oversecds missicns by developang
par:  pont tralning policics ond standards and by arranging for
implementation of" apnroved participant ireininz projects.

V. THE ASSISTANT ADMINISTRALOR FOR ADMTILSTRATION

The Agsistant Administrator for Administration assists the
Administralor by plemning and directing the fiscal, personnel,
management, procurcment, excess property, end administrative
suppori operations of the Agency. His office also adnimasters
the Americen Schools and Hospitals Abroad program. The follow-
ing managementl offices report to the Assistant Administrator for
Administration:

A. Office of the Controller - Provides the financial managereant
tools for the execution of the Agency's mlssion by setting standg-
ards, egtablashing controls and conducting accounling and budget-
ing operaiions and providing finmancia) analysis services.

B. 0Office of Personnel and Manpover -~ Counsels and represents
management With reepect to personnel administration; develops

and administers policies and slanderds governing foreign service
personnel and applies government-wide standards to civil service
personnel; designs #nd instells personnel wanagement and man-~
Power planning systems, recruits, assesses, refers, and appoints
new employees; reassigns foreign servicé employees and rotates
them to the United States; trains and counsels employees and
maintains a progrem of career developmeni and nf employee-manages
ment relaticns; administers wage and salary, position classifi-
cation, employee evaluailion, promotion, and selection~out systems.

“gL -

C. Office of Management Planning - Provides management consult-
ing services to Agency officials in the areas of menagement poliay
and operational problems analysis; manages Agency s manpower and
organization planning and control systems; and through research
and training, premotes dmproved manegement practlcea in the Agendy.

D. Office of Procurement - Formulates policies, standords and
procedures governing procurement of commodilies and servaces
ineluding the, negotistion and execution of inler-regional contracis
financed from grent funds; provides technical knowledgze on in-
dustrial producls; negotiates ccean liner freight rales; approves
charters and monitors 50/50 shipping regulatlions; provides advicy
and agsistence to the Regiocnal Bureaus on all aspects of supply
management; and encourages the participation of U.S. small busi-
ness in exporl supply aclivities of the Agency.




E, Office of Data Systems - Administers paperwork management
control systems {directives, forms, reports, records); provades
sysiems development, and cowputer sysiems analysis for Agency
orfices; menages bhe Agenecy's data preocessing facility and pro-
vides support 1o Ageney offices in data auiomation.

F. DOffice of Admanistralive Services - Provides the Ageney with
general office services and provides guidance Lo the overseas
missions on administrative support logistics.

-
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G. Office of Government Property Resources - Develops policies,
procedures arnd programs directed tovard maximum effective utiliza
tion of U,S. government-owned domestic and foreign excess per-
sonal property résources in support of A.I.D. projects and pro~
grams; and develcps procedures and practices for the acceptance

and utilization by A.I.D, of property denated by U.S. commercial
firms. '

H. Office of Housing - Develops overall procedures
for the A.I.D., world-wide housing guaranty program.
Solicits, analyzes, and negotiates project proposalss
conducts feasibility studies; supervises the imple-
mentation of approved projects; supervises con-
tractors engaged by the Agency to assist in the
program; maintains a central point of contact for

. . . -3
sponsors and investors; and provides centralized o
direction.
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