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SuMMARY OF THE TOTALS OF THE BILL
The Committee recommends a net total of $14,341,818,181 in new

budget authority.

Highlights of the bill include the following:
Multilateral economic assistance $1,878,376,937
Bilateral economic assistance 6,319,710,000
Military assistance 5,608,726,194
Export-Import assistance 645,000,000

CoMMITTEE RECOMMENDATIONS

The Committee again has faced a tight budgetary circumstance
in reaching its recommendations for fiscal year 1990. The President
requested %14.657 billion for fiscal year 1990. The request included
no funding for the direct credit program of the Export-Import
Bank, which received $695 million last year. The Administration
has since indicated its support for $500 million for the Ex-Im direct
credit program, including a $100 million “War Chest".

In reaching agreement during the Budget Summit, the Adminis-
tration agreed to a $369 million cut in budget authority and a $357
million cut in budget outlays in the Foreign Affairs function of the
budget. These cuts, which are embodied in the Budget Resolution,
are significantly more severe in budget outlays. The Committee has
estimated that the outlay level corresponding to a cut of $369 mil-
lion in budget authority is $205 million. However, the Budget Reso-
lution outlay cut was approximately $150 million deeper. As a
result an outlay shortage for the function was created.

The Appropriations Committee allocated $13.55 billion in discre-
tionary budget authority and $11.550 billion in discretionary
budget outlays to the Foreign Operations Subcommittee. Available
mandatory and discretionary funds for the Subcommittee totalled
$14.341 billion in bud%et authority and $12.354 billion in outlays,
which is in full compliance with the Budget Summit Agreement
and the Budget Resolution.

The Committee decided to use the fiscal year 1990 budget request
as the basis for its decision-making this year rather than using the
fiscal year 1989 enacted amounts as a starting point. This decision
reflected an effort to recognize new Administration initiatives. Re-
quests for these initiatives totalled $465 million. The Committee
was able to provide $398 million of that amount. This was done de-
spite the fact that available budget authority for fiscal year 1990
increased only $64 million over that in the fiscal year 1989 Act.

The result of funding the President’s initiatives and meeting the
budget authority and outlay squeeze created by the Budget Summit
Agreement has been that many programs have been cut. The Com-
mittee however decided that a number of programs should be pro-
vided at the request level. These programs include: Peace Corps,
International Peacekeeping, International Narcotics, Anti-terror-
ism Assistance, Disaster Assistance, Migration and Refugee Assist-
ance, American Schools and Hospitals Abroad, Sub-Saharan Africa
Development Assistance, the Southern Africa Development Coordi-
nation Conference, the Inter-American and African Development
Foundations, the African Development Fund, and the Inter-Ameri-
can Development Bank Fund for Special Operations.
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The Committee adjusted other requests to reflect several policy
decisions. The Committee provided no new funding for the General
Capital Increase of the World Bank or for paid-in capital for the
Inter-American Development Bank. The Committee is unwilling to
consider providing further funds for these accounts until commer-
cial bankers, in accord with the Brady Plan, have demonstrated
their willingness to ad.nit that they have substantial levels of un-
collectable bad loans in many Latin American and other debtor
countries, and accordingly have substantially lowered contractual
obligations for repayment of these loans. The Committee is unwill-
ing to allow further blatant rerouting of taxpayer dollars through
these institutions to commercial bankers who are refusing to pick
up their fair share of the costs of the debt crisis.

The Committee provided $595 million for the direct credit pro-
gram of the Export-Import Bank including a $110 million war
chest, and $20 million to initiate a leveraged interest subsidy pro-
gram. The Committee also added $5 million to the Trade and De-
velopment Program to assist American exporters by funding
project feasibility studies. The Committee believes that the Migra-
tion and Refugee Account was requested at far too low a level to
meet even already known needs, so an extra $40 million was pro-
vided in the Emergency Fund for that purpose. The Committee also
again substantially increased the very low request for the United
Nations Children’s Fund. Forty million dollars also was added for
the International Fund for Agricultural Development. Finally, be-
cause of the global warming problem, the Committee added funds
for the United Nations Environment Program.

These decisions still allowed the Committee to provide $4.75 bil-
lion for military procurement programe, a cut of $37 million or
somewhat less than 1 percent from fiscal year 1989 levels. Funds
provided for the Economic Support Fund (ESF) in fiscal year 1989
totalled $3.258 billion. Equivalent amounts this year total $3.262
billion, including $2.145 for the new Economic Support Assistance
(ESA), $160 million for the Multilateral Assistance Initiative for
the Philippines, $20 million for the Anglo-Irish Accord, and $18
million for deobligation/reobligation authority.

ComMPARED WITH PRESIDENT'S REQUEST

The Committee recommendations when compared with the Fiscal
Year 1990 request provides for a reduction of $316,113,094 in total.
The Committee recommendations for Titles I, II and III of the bill
are $836,113,094 below the Admininstration request. For develop-
ment essistance accounts, the Committce recommendations provide
for an increase of $923,122,000. The Committee recommendation for
Economic Support Assistance provides for a reduction of
$1,206,100,000. Because of a restructuring of the 1990/1991 authori-
zation. bill $920,000,000 in Economic Sunport Assistance has been
moved to the Developme:it fund.

The Committee recommendation for all the military assistance
programs provides for a reduction of $371,127,806. The Committee
has provided for the International Financial Institutions at a level
of $1,608,261,937, which is $184,122,288 below the requested
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amount. Funding for Export Assistance is $48,218,869 above-the
amount requested by the Administration.

CoMPARED WriTH FY 1989 LEVEL

The Committee recommendation when compared with the fiscal
year 1989 enacted level is a decrease of $48,218,869 in mandatory
and discretionary accounts. The Committee recommendation is an
increase of $140,699,131 in discretionary budget authority above
fiscal year 1989 totals. S

CoMPARED WitH: FY 1981 LevELs

The Committee recommendation, when compared with fiscal
year 1981 enacted level is reduction of $1.193 billion, or 8 percent,
when the Export-Import Bank is included in tl.e numbers. Exclud-
ing the Bank, the Committee recommendation is an increase of
$4.806 billion or 54 percent above fiscal year 1981 levels.

CoNFORMANCE WiTH BUDGET SUMMIT

The “Budget Summit” negotiated in April 1989 between the Con-
gress and the Administration in part contained an agreement on
the level of funding for Function 150, International Affairs, of the
federal budget for fiscal year 1990. The Committee’s recommenda-
tion is in conformance with the funding level recommended in the
‘“Budget Summit”.

ITEMS OF SPECIAL INTEREST

HuMAN RIGHTS

The Committee held extensive hearings this year to look into the

human rights situation in a number of countries that are receiving
U.S. foreign assistance. These hearings elicited information and
views of respected groups in the field of human rights as they
relate to Asia, Africa, Latin America and the Middle East. We also
heard regional representatives of the Department of State who re-
sponded to both outside witnesses and to questions by the Commit-
tee.
These hearings heightened the concern for the need to pay close
attention to how countries that receive U.S. foreign assistance
treat their own citizens. Although human rights cannot always be
the only issues to be taken into consideration in providing U.S. for-
eign assistance, they certainly should not be relegated to a second-
ary consideration.

For better or for worse the U.S. often has more ability to influ-
ence countries receiving foreign assistance than non-aid recipients
who may have equal or worse human rights problems. It is there-
fore a responsibility of the Congress to try to affect the human
rights policies of aid recipients in a positive way. The Committee
hearings and the specific cases cited during those hearings were a
graphic example of the need to maintain and in fact increase pres-
sure for human rights improvements around the world.
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A number of concerns relating to human rights situations in spe-
cific countries are detailed under the “Country Issues” section later
in this report.

THirD WorLD DEBT CRISIS

The Committee has recommended that no new funding be made
available for the “hard loan windows” of the World Bank and the
Inter-American Development Bank for fiscal year 1990. The Com-
mittee also has provided full funding for the new Enhanced Struc-
tural Adjustment Facility of the International Monetary Fund and
the “soft-loan windows” of the World Bank and the Inter-American
Development Bank. Both actions are consistent with the approach
of the Committee encouraging solutions to the third world debt
tc)i'isi:s which limit taxpayer liability to the maximum extent possi-

e.

Debt Crisis Liability

The shift in liability for the debt crisis from the commercial
banks to public taxpayers through international institutions and
bilateral governmental lenders is of foremost concern to the Com-
mittee. Under the Baker Plan and during the adjustment period
that preceded it, public funds were consistently being utilized to
repay private commercial banks. This bailout of the banks and
shifting of liability to taxpayers is best illustrated by Figure 1.



rigure 1

Baber Plan Countries
Estimated Total External Debt

1982

Official Bilatera! 15%
$59.7 bitlion

MDBs 6%
$23.2 billion

Other Private 10%
$388 bilhon

IMF 18
$5.7 billion

Commaercial Banks 67%
$262.3 billion

$389.7 biltion

Official Bilatera 21%
$104.8 billion

MDBs 1266
$59.8 billion

) Other Private 79
$358 billion

IMF 4%

Commercial Banks 56% $18.9 biltion

$280.1 biltion

$499.8 billion
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The data show that from 1982 to 1988 public taxpayer debt expo-
sure in the Baker 17 countries increased from $88.6 billion to
$183.5 billion or 107 perceni. During the same period, commercial
bank and other private debt exposure increased from $301.1 billion
to $815.9 billion, or only 4.9 percent. Commercial banks during this
8ix year geriod only lent an additional $17.9 billion, about one fifth
of the $95 billion that was lent by melic sources. The private lend-
ers decreased their share of total debt exposure from 77 percent to
63 percent while public taxpayer financed exposure increased from
22 percent to 37 percent.

The Committee believes that this blatant rerouting of taxpayer
dollars through the international financial institutions to third
world debtor countries and back again as loan repayments to com-
mercial bankers, who clearly lent far beyond the abilities of third
world countries to repay, should be stoplped. The Committee is un-
willing to provide further funds until commercial bankers, in
accord with the Brady Plan, have demonstrated their willingness
to admit that they have substantial levels of uncollectable bad
loans in many Latin American and other debtor countries, and ac-
cordingly have agreed to substantially lower the contractual obliga-
tions for repayment of their loans.

Speed Essential in Addressing Continuing Human Pulitical Crisis

The Committee believes that time is of the essence in easing the
debt crisis. Developing countries should be consumers of capital
from industrialized countries. Yet, since 1984, public and private
long-term debt and financial flows as reported by the World Bank,
have been reversed. World Bank figures, adjusted in 1989 and
listed in Table 1, show an outflow of these resources totaling $38.1
billion in 1987 and estimated at $43 billion for 1988.

TABLE 1.—PUBLIC AND PRIVATE LONG-TERM DEBT AND FINANCIAL FLOWS IN DEVELOPING
COUNTRIES, 1982-1988

[in billions of U.S. doilars)
Long-Term Deit and Financis! Flows 1982 1983 1984 1985 1986 1987 1988
Debt Dishursed and Outstanding 562.5 6449 6867 7937 8939 996.3 1,0200
Disbursements 1169 972 916 893 877 867 830
(From Private Creditors) 846 650 589 578 508 485 500
Debt Service. 987 926 100.8 1122 1165 1249 1310
Principal Repayments 497 454 486 564 615 709 720
Interest 489 4713 532 558 549 540 590
Net Flows 672 518 430 329 262 158 160
et Transfers 182 46 -102 —-229 —287 -381 -430

These financial outflows to industrialized countries and the eco-
nomic policy reforms urged bﬁ' the IMF and the World Bank have
placed the social fabric of the debtor countries under enormous
stress.

There has been a decade of human despair in debtor countries.
UNICEF reports that “it is the children who are bearing the heavi-
est burden of debt and recession in the 1980’s.” It says that “in
many nations, development is being thrown into reverse, and that
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for almost 900 million yeople, a%proximately one-sixth of mankind,
the march of human piogress has become a retreat. Throughout
mos*, of Africa and much of Latin America, average incomes have
falien by 10 to 25 percent in thc 1980’s. The average woight-for-age
of young children, a vital indicator of normal growth, is falling in
many of the countries for which figures are available. In the 87
poorest nations of the world, spending per head on health has been
reduced by 50 percent, not 5 percent, 50 percent; and, on education
by 25 percent over the last few years. And in almost half of the 108
developing countries from which information is available, the pro-
pertion of 6 to 11-year olds enrolled in primary school is now fall-
mg.))

The gaker Plan Helped the Bankers but Not the Debtors’ Ability To

ay

This social stress also is seen in the political world, particularly
as Latin American leadership in country after country is weak-
ened. Economic reforms have caused severe adjustment Pains but
have not provided sufficient economic growth. While the “Program
for Sustained Growth” that Secretargv Baker announced on October
8, 1985 aimed at growing out of the debt crisis, we find instead that
external debt grew from $1,051 billion in 1985 to $1,300 billion in
1989. The ability of debtor countries to service their growing debt
loads did not improve. The World Bank in its annual report stated
“in the five years since 1982, no country involved in rescheduling
its debt has significantly reduced its debt ratios. The trend is in the
opposite direction.”

The Baker Plan was a welcome change from the ideological rigid-
ity of the prior Administration policy of Secretary Regan. However,
the Baker Plan did not improve the prospects for debt repayment
and it had significant negative social and political effects in devel-
oping countries. Nevertheless, the Committee recognizes that it did
buy time, which the nine major American banks used to reduce
their exposure in debtor countries from crisis proportions (287.7
percent of capital in 1982) to manageable proportions (108 percent
of capital in 1988). As shown in Table 2, in Latin America alone
the nine major American banks reduced exposure from 176.5 per-
cent of capital to 83.6 percent.

TABLE 2.—EXPOSURE OF U.S. BANKS IN THE DEBTOR COUNTRIES

End 1982  End 1586  End 1988

NINE MAJOR U.S. B.INKS
Percentage of bank capital in:
Developing countries © 817 1539 1080
Latin America : . 1765 1102 836
ALL OTHER U.S. BANKS ‘ '
Percentage of bank capital in: T ) :
Developing countries ; ~ 1160 550 - 322
Latin Amesica 786 - 397 218
Total bank capital (in billions of dollars): :
Nine major banks $29.0 $6.7 $55.8
Al other U.S. banks 416 694 798

]sss;uu: Federal Fianclal institvtions Examination Councl, “Country Exposwre Lending Survey,” April 25, 1983, April 24, 1987, and April 12,
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These bank actions led William Seidman, chairman of the Feder-
al Deposit Insurance Corporation in January, 1989 to state before
the Hg?:;e Banking, Finance and Urban Affairs Committee that:

“Even in what surely could be considered a worse case
scenario, each of the nine money center banks could write
off 100 percent of their outstanding loans to these six (larg-
est debtor) countries and, on an after tax basis, each of
these banks would remain solvent.”

Under the Baker Plan, the Committee witnessed growing loan
reserves at money center banks and growing profit levels. But, it
saw no new bank lending of consequence, and it saw no reduction
of debt principal or interest for borrowers. The commercial banks
have escaped largely unscathed during this phase of the debt crisis.
Yet, U.S. manufacturers and farm exporters have carried the twin
debt crisis burdens of less Third World export consumption and in-
creased export competition.

Committee Supports Strengthened Brady Debt Reduction Apﬁrgach‘
but Believes Enforcement Mechanisms Are Necessary To Protect
the Taxpayer

‘The Committee believes that the debt policy focus should now
emphasize American foreign policy interests and American eco-
nomic interests in recreating third world export markets for Amer-
ican farmers and manufacturers and in encouraging political sta-
bility in developing debtor countries. For that to happen two things
must occur: (1) Latin American governments must do more to
reform their economies, and (2) commercial bankers must quit
stalling private debt reduction efforts in the false expectation that
industrial country taxpayers will pick up the tab for the bankers
own financial miscalculations. Latin American political leaders
who support economic reforms must in turn be supported through
debt reduction and relief actions or inevitably they will fall to
more populist economic leaders less supportive of necessary adjust-
ment programs,

The Committee believes that the Brady Plan is a significant step
forward in addressing the debt crisis. It has changed the interna-
tional discussion from solely a growth through increased debt em-
phasis, which was nol working, to the current debt reduction em-
phasis, which has a far better chance of success. The plan, howev-
er, needs strengthening in order to adjust incentives so that banks
which participate in internationally negotiated debt reduction
schemes are rewarded and nonparticipants are not.

The Committee strongly believes that no debt reduction plan and
no debt reduction bargaining structure should operate in such a
way that commercial bankers who refuse to participate in debt re-
duction aciions potentially benefit financially through the in-
creased value of their country debt portfolios when that increased

rtfolio value occurs largely at the expense of other commercial

ankers who have cooperated in resolution of the debt crisis and
have accepted financial losses by participation in the debt reduc-
tion actions which in turn have improved the ability of debt ridden
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countries to service their reduced debt. The Committee believes
that concerted debt reduction is the only way of ensuring that all
commercial bankers holding bad debts share proportionately in the
pain of debt reduction, and in the benefits of the improved value of
the remaining loan stocks. Clearly, such an approach is in the col-
lective interest of all the banks and of the American taxpayers.

Consequently, the Committee believes that all banks which hold
Third World debt to countries which are undertaking significant
economic policy reform actions coordinated by the international fi-
nancial institutions should share in the cost of debt reduction. The
Committee does not believe that banks should be credited for pro-
viding new loans or recapitalizing interest on old loans as their
contribution to or participation in a negotiated debt relief pack-
age—inasmuch as these actions simply continue to increase coun-
try debt burdens and do not truly contribute to solutions.

The Committee is determined that strong actions be taken to
ensure the success of the Brady Plan. The Committee supports the
Administration’s new focus on debt reduction, but continues to be
deeply concerned by the lack of any significant regulatory actions
or actions by the World Bank or International Monetary Fund
aimed directly at inducing comrercial banks, which are unwilling
to take part in debt reduction activities, to participate.

The Committee belicves that there is a direct trade off between
the need for taxpaycr funds for Third World debtors and the
amount of debt reduction agreed to by commercial banks. The
more commercial bankers face up to their responsibility to recog-
nize the reduced value of their third world loan portfolios the
smaller the need is for substantially increased taxpayer resources
to service that debt through international financial institutions.
Further, to the extent that commercial debt reduction occurs, the
ability of third world countries to service their public official debt
is also improved.

Precisely because of the direct trade off between commercial
bank debt reduction and the need for more public funding, and the
potential improvement in public loan portfolios, the Committee be-
lieves that inducements for comprehensive bank participation in
debt reduction are crucial. The use of public funds to partially
guarantee some servicing of reduced debt loads is appropriate.

The Committee has a strong interest in the idea that the World
Bank and International Monetary Fund would provide contingent
guarantees for reduced interest payments to banks that participate
in negotiated debt reduction packages, and that the Bank and the
Fund would tolerate debtors’ arrearages to the few recalcitrant
banks which refuse to join the negotiated debt reduction packages.
This policy would threaten non-participating banks with the dis-
tinct possibility of not getting paid by debtor countries, because the
international financial institutions would no longer act as bill col-
lectors for them.

The Committee also is sympathetic with the position of Congress-
man Jim Leach. He strongly pointed out the failure of the Federal
Reserve Board to implement existing regulatory law in his com-
ments to the Bretton Woods Conference on March 10, 1989.
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I would like to express no sympathy for commercial
bank quid pro quos of a regulatory forbearance nature.
This is precisely what got the American thrift industry
into trouble and it should not be tolerated for commercial
banking. . . . The great scandal of the Federal Reserve
Board in the last two decades has little to do with money
supply decisions and a great deal to do with imprudent
regulation which had the effect of precipitating imprudent
lending decisions abroad.

The discretion of regulators is constrained by legal pa-
rameters. Here, the law is clear. Sections 905 and 908 of
the International Lending and Supervision Act of 1983,
which I authored, requires regulators to establish adequate
levels of reserves against impaired foreign debt and stipu-
lates that such reserves “shall not be considered as part of
capital and surplus or allowances for possible loan losses
for regulatory, supervisory, or disclosure purposes.” The
Fed has the legal obligation, whether it likes it or not, to
go along with Treasury. Treasury, for its part, which
through the OCC has dual responaibility for regulating na-
tional banks, lacks the option of giving in to the Fed.

The Committee also notes that the Chairman of the Internation-
al Development, Finance, Trade and Monetary Policy Subcommit-
tee has recently introduced a bill, H.R. 2757, “To amend the Inter-
national Lending Supervision Act of 1983 and the Internal Reve-
nue Code of 1986 to encourage commercial banks to participate in
reducing the debt of highly indebted countries.” A second bili, H.R.
2747, with a similar purpose also has been introduced.

The Committee is confident that creative international actions
and domestic regulation can induce commercial bankers to volun-
tarily choose debt reduction alternatives to the direct benefit of
American taxpayers. The Committee is reluctant to provide an
new funding for the international financial institutions whic
might again be “roundtripped” into commercial bank coffers until
such policies have been adopted.

Committee Concerned That Mexico Negotiations May Result in Too
Little Debt Service Reduction at Too Great a Cost

The Committee has been closely following reports about the cur-
rent negotiations on a debt relief package for Mexico. The Commit-
tee is concerned that in their enthusiasm to complete the first debt
relief package implementing the Brady Plan concepts shortly after
President Bush’s first Economic Summit, the Administration, the
IMF, and the World Bank will agree to a debt package with too
small a reduction in debt service for Mexico at too high a cost in
public taxpayer contributions. Any agreement on a Mexican pack-
age which failed to provide substantial enough long term debt serv-
ice reductions, either through reduced interest bonds or deep dis-
counted bonds, while committing too substantial a level of interna-
tional financial institution resources, would have the very predict-
able political consequence of making future IMF funding increases
iégpossible rather than only difficult to pass in the United States

ngress.
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The Administration is correct to push Mexico for major economic
reform, but it also needs to redouble its efforts to push commercial
bankers into admitting that they have large bad loan portfolios and
into reducing the contractual obligations to repay substantial
amounts of those bad debts. The levels of debt reduction which are
necessary to recognize the reduced value of these loans is substan-
tially higher than levels being discussed by the bankers in the
Mexican debt negotiations at the time this report is being written.

The Committee further believes that the Mexican agreement
should not aliow individual banks to avoid their fair share of debt
reduction costs by contributing significant amounts of new lending
or recapitalization of interest. New lending and recapitalization of
interest do not contribute to reducing debt servicing burdens. All
banks should share equitably in debt reduction costs.

Not only does the Committee fear that the Mexican debt agree-
ment may provide too rich a mix of public funding, and too small
and short-term a debt service reduction for Mexico, the Committee
also believes that a debt reduction package which even further in-
sulates public taxpayers, through the inclusion of an insurance

l, from the risk of absorbing the liability of more commercial
mk bad debt is advisable. :

The Committee believes that it is prudent for the IMF and World
Bank to create an insurance pool to cover potential interest rate
guaranty losses if Mexico becomes unable to meet even its reduced
debt service commitments to the banks after a debt relief agree-
ment is reached. This insurance pool could be initially funded with
monies contributed by the private commercial banks themselves.
This device would thereby ensure that the private commercial
lenders would first agree to substantial debt reduction, and then
would contribute to an insurance pool guaranteeing payment of the
reduced debt principal or interest. Should the insurance pool be
drawn upon, the first funds would represent the private bank’s con-
tributions. Only, when those private contributions were exhausted
would funds from the World Bank or IMF be drawn.

If the taxpayers, who did not participate in the creation of the
debt crisis, are unable to escape the liabilities of it, the Committee
does not believe that they should tolerate any ageement which
allows individual banks, which bear partial responsibility for the
crisis, to escape the financial consequences of debt reduction. In-
dustrial countries through the IMF and the World Bank should not
run the risk of being stuck in mid-stream, having assumed new fi-
nancial liabilities that have not substantially or permanently
enough improved the prospects for a debtor country and that allow
some banks to escape losses.

Committee Recommendation

The Committee strongly supports Administration efforts to
reform third world economic policies. The Committee also supports
substantial debt reduction by commercial bankers reflecting the
widely acknowledged reduced value of their bad loan assets.

The Committee commends Secretary Brady and Under Secretary
Mulford for recognizing the need to move the debt strategy forward
by proposing debt reduction in addition to economic reforms as the
necessary policy focus. The Committee believes the debt strategy in
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the “Brady Plan” needs to be further developed by achieving great-
er coordination with and cooperation from the Federal Reserve
Board and other financial regulators, and by gaining full coopera-
tion on debt reduction from the commercial bankers.

The Committee believes that failure to gain substantial enough
debt reduction levels from commercial bankers risks (1) the loss of
democracy in a number of debt crisis countries, (2) the loss of
export markets for American products, and (3) the loss of any possi-
bility of reducing illicit international drug production and traffick-
ing due to increasing levels of poverty in Latin American countries
brought on by economic crisis.

Until it becomes clear that substantial commercial bank debt re-
duction is occurring, in concert with economic reforms in third.
world countries, and in a manner which recognizes the tremendous
human and political crisis in debtor countries and the need to pro-
tect taxpayer liability to the greatest extent possible, the Commit-
tee believes that it should not be throwing additional public funds
into the hard loan windows of the World Bank or the Inter-Ameri-
can Development Bank. Consequently, the Committee has recom-
mended no new funding for these accounts.

The Committee believes that this action should surprise no one
inasmuch as last year the Conference Report on the fiscal year
1989 Foreign Assistance Appropriations Act stated:

The conferees are deeply concerned that (1) debt service
requirements of lending institutions do not threaten the
social gains and political stability of fragile democratic
governments in a number of debtor nations; (2) developing
countries’ capital flows to industrial countries totalling $30
billion annually are not decreasing; (3) current third world
debt policies over the last five years, under relatively fa-
vorable world ecoromic conditions, have been unable to
result in progress toward improving the abilities of third
world debtors to service their debt.

The conferees believe that a resolution of the debt crisis
is crucial to the future development prospects of many
third world countries. The conferees further believe that
the Bank should provide stronger and more creative lead-
ership in addressing this problem. Actions and proposals
reaching far beyond current ineffective policies based pri-
marily on growth and increased debt loads are clearly re-
quired. The conferees in considering future year contribu-
tions to the Bank will be reluctant to provide additional
resources without greater efforts and progress in address-
ing and resolving the debt crisis.

House Banking, Finance and Urban Affairs Members Support No
Funding for the General Capital Increase of the World Bank

The Committee further notes that the House Banking, Finance
and Urban Affairs Committee report of June 27, 1989 to the Appro-
Priations Committee also endorses providing no funding for the
‘hard loan window” of the World Bank.
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The Enhanced Structural Adjustment Facility and the Soft Loan
Windons gf the World Bank and the Inter-American Develop-
ment Ban

The Committee has received debt burden data from the Depart-
ment of Treasury showing that countries eligible for funding
through the International Development Association, the poorest
countries in the world, have debt which is held on aversge 80 per-
cent by official public creditors and 20 percent by private creditors.
Other data from the Department of Treasury show that ‘ountries
which are eligible under the debt forgiveness authority given the
President under section 572 of the fiscal year 1989 Appropriations
Act have debt which is held on average 75 percent by official public
creditors and 25 percent by private creditors.

The Committee believes that the contribution to the Interest
Subsidy Account of the Enhanced Structural Adjustment Facility
(ESAF) is an appropriate way of continuing to provide the poorest
countries of the world, those primarily in Sub-Saharan Africa, low
cost economic adjustment and development funds that are directly
tied to economic reform measures. Consequently, recognizing that
private lending and debt plays relatively little role in these econo-
mies, the Committee has provided full funding for the Administra-
tion’s request for the ESAF. Similarly, the Committee has provided
full funding for the International Development Association and for
the Fléndkfor Special Operations of the Inter-American Dzvelop-
ment Bank.

ENVIRONMENTAL PRIORITIES
ENVIRONMENTAL CONCERNS

The Committee finds, based in part on its February 1989 over-
sight hearings, that global warming due to the accumulation of
greenhouse gases in the atmosphere is a serious and growing
threat to the security and welfare of the United States and the
world, and that climate change could be the greatest environmen-
tal challenge humanity has ever faced, leading to the loss of impor-
tant coastal areas, wetlands, croplands and forests.

The Committee is especially concerned that while industrialized
countries, primarily the United States, the Soviet Union, Canada
and countries of Europe and Japan are responsible for most of the
humanly induced greenhouse gases that reach the atmosphere, de-
veloping nations account for over 30% of the current COz emis-
sions through the burning of fossil fuels and the widespread de-
struction of tropical forests. The Committee also notes that the
third world’s share of CO2 emissions is expected to rise to over 50%
by the middle of the next century. U.S. economic assistance must
focus on energy and forestry activities which promote economic de-
velopment while reducing greenhouse gas emissions.

Scientific testimony indicates that climate change can be held to
tolerable levels only though rapid, worldwide actions to reduce
emissions of greenhouse gases, particularly carbon dioxide, and in-
creasingly methane gases. Understandably, these actions will only
occur if the United States provides strong and credible leadership,
as the President has alluded to. Accordingly, the Committee ex-
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pects the President and Secretary of State to make this issue a pri-
crity of U.S. foreign policy, by supporting rapid negotiation, under
the auspices of the Intergovernmental Panel on Climate Change
(IPCC) or United Nations Environment Program (UNEP), of an
international convention on climate change, including development
of a protocol or protocols to contiol emissions of carbon dioxide.
The Committee also expecis the Secretary of State to raise the
issue of global warming in bilateral discussions and in negotiations
with foreign governments, and to press for rapid strengthening of
the Montreal Protocol on substances that deplete the ozone layer,
lv;vitilgg}ge goal of ending production of CFC’s and related compounds
y .

The Committee expects that future funding of the activities in
this bill will be subject to compliance with the Environmental Con-
cerns incorporated in Sec. 535 of the Fiscal Year 1989 Foreign </p-
erations, Export Financing and Related Programs Appropriations
bAlcl:lt, PL 100-461 as well as the provisions of Sec. 533 in this year's

AID ENVIRONMENTAL ACTIVITIES

The Committee notes that AID is well situated to help develop-
ing nations manage their forests sustainably and to assist develop-
ing countries in meeting their energy needs in ways that minimize
CO:2 emissions. The Committee expects that AID will undertake a
“global warming initiative” to encourage developing countries to
reduce emissions of greenhouse gases, particularly COz, through
strategies consistent with their continued economic development.
Accordingly, the Committee has included bill language directing
AID to initiate such a program.

Expansion of AID relctionship to “key” countries

The Committee understands that through the Multi-Agency
Working Group on Power Sector Innovation, AID has an opportuni-
ty to advise the MDBs in working with Energy Sectors in “key”
countries which do not currently have AID missions, but which
have the potential to significantly contribute to greenhouse emis-
sions. Accordingly, the Committee urges AID to identify potential
contributions of developing countries to future global emissions of
greenhouse gases with estimates of the relative emissions by those
countries, and to identify specific “key” countries which stand to
contribute significantly to the global greenhouse gas emissions and
in which AID-supported actions to promote energy efficiency, in-
cluding end-use energy efficiency and renewable energy resources,
as well as conservation of forest resources could significantly
reduce emissions of these gases.

The Committee also expects the Multi-Agency Working Group on
Power Sector Innovation to accelerate its level of effort and per-
form case studies on at least ten countries in fiscal year 1990, some
of which should be “key” countries.

The Committee further recognizes that AID currently does not
provide assistance to many of these “key” countries which stand to
contribute significant amounts of greenhouse gases, and therefore,
urges that as part of its global warming initiative, AID will enter
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into cooperative relationships with these “key” countries and in-
clude them whenever possible in relevant programs of assistance.

The Committee is concerned that during the 1980’s insufficient
attention has been paid by U.S. foreign assistance to the regions
which are suffering serious deterioration of the environment, and
in_particular to the loss of tropical forests essential to the well-
being of the people through the protection of water supplies, regu-
lation of the climate, prevention of soil erosion and water pollution.
Accordingly, the Committee expects that environmental restoration
and protection will be a high priority in the regions of Central and"
Latin America and Africa.

Also, the Committee has heard testimony about extensive de-
struction of Philippine forests, excessive soil erosion, serious pollu-
tion of rivers and damage to fisheries and coral reefs. The Commit-
tee believes that any plan to assist the Philippines must include as
a prerequisite the restoration of the forests and the watersheds and
fisheries upon which the Philippine population must depend for its
long-term prosperity.

The Committee has included bill language which directs AID to
commit at least $20 million in fiscal year 1990 to its Office of
Energy. The Committee further expects that appropriations above
the fiscal year 1989 levels will fund expansion of existing projects
within the Office which provide assistance and training for the pro-
motion of energy efficiency and renewable energy. The Committee
expects that the Conventional Energy Technical Assistance project
will not be expanded.

The Committee finds that AID’s energy efforts need expansion
and should clearly focus on energy efficiency, conservation and re-
newable energy resources, particularly where “key” countries are
identified and in countries, which receive large amounts of econom-
ic support assistance where the Committee understands AID is still
helping to develop fossil fuel energy systems which could exacer-
bate the global warming problem.

AID-Office of Energy

AID’s Office of Energy, in cooperation with country missions,
should assist countries in developing and implementing energy
plans that employ end-use analysis to identify cost effective actions
to minimize reliance on fossil fuels. These plans should include an
analysis of the effects of alternative energy systems and end use
energy efficiency on levels of greenhouse gas emissions. Wherever
possible, nongovernmental organizations and academic institutions
should be involved in the preparation of these plans,

AID-Staffing and training

The Committee has heard testimony which suggests that AID
should increase considerably the numger of permanent-hire staff
with energy expertise at all levels of the Agency, including staff
with expertise in renewable energy and end-use energy efficiency.
The Committee believes that AID should also organize a cadre of
U.S. experts from industry, academia, nonprofit institutions and
other government agencies capable of providing technical assist-
ance to developing countries concerning ener policy and plan-
ning, end use efficiency and renewable energy. chcordingly author-
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ity to reimburse experts and technicans with program funds has
been included in the bill.

The Committee is also aware that the bulk of development fund-
ing is under the control of the in-country Mission Directors, many
of whom have little knowledge and negative impressions of renew-
able energy and end-use efficiency. US industry, with the coopera-
tion of USDOE, has conducted a good number of seminars for pro-
curement officials, international emergency preparedness person-
nel and overseas bankers. The Committee urges AID to step up ef-
forts to carry out training to the Mission Directors and their tech-
nical advisors.

The Committee notes with approval AID’s Energy Training
Project and recommends that it be expanded. This project should
include participation of officials from U.S. utilities who are leaders
in promoting end-use efficiency and other U.S. experts in energy
efficient and renewable energy technologies. Training in the appli-
cation of end-use analysis and “least cost” planning techniques
should be a central component of this project.

In country training centers should use existing expertise and as-
sistance from national laboratories, U.S. renewable energy industry
associations and non-profit technical assistance organizations and
should provide training for in-country technical assistance organi-
zations in biomass utilization, solar and wind water pumping and
purification, solar desalinization and refrigeration.

Finally, the Committee is aware that a prototype of a low-orbit
satellite has been developed, which could be used to exchange tech-
nical information from world technical centers to in-country
projects. This prototype is in orbit and it is expected that the
PACSAT satellite will be deployed in September. The Committee
recommends that AID consider allocating resources to allow satel-
lite linkages with existing AID-funded technical assistance centers
and organizations to participate in the PACSAT network in order
to provide maintenance and trouble-shooting of renewable energy
applications in the field.

AID—Biomass activities

The Committee recommends that AID devote resources to provid-
ing feasibility studies and demonstrations of innovative techncl-
ogies, including two especially promising biomass energy systems—
ethanol produced from sugarcane and corn as a substitute for pe-
troleum, and electricity generated by efficient aircraft derived tur-
bines using biomass derived fuels. ESA funds could provide neces-
sary support for these demonstrations in ESA countries such as
Costa Rica and the Philippines where these technologies have high
commercial potential, and where AID’s Office of Energy is already
active. In preparing feasibility studies which promote conservation
and renewable energy programs, AID should encourage joint ven-
tures with industries, paying special attention to biomass utiliza-
tion, village electrification, solar and wind water pumping and pu-
rification, and water desalinization. The Committee believes that
feasibility study monies should be reimbursed by industry if
projects are consummated.
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AID biodiversity and parks in peril

The Committee is aware that over 90% of the Earth’s biological
diversity is found beyond our national borders and that this diver-
sity holds promise for discovery of tropical species which are essen-
tial for the manufacture of life saving medicines and to hybridize
new disease resistent crops. The Committee notes that tropical
habitats are vital winter refuges for migrating birds, many of
which perform critical pest control functions in our own nation.
The Committee further recognizes that healthy tropical ecosystems
provide the underlying basis for environmental health and sus-
tained economic growth in developing countries as well as provid-
ing significant benefits to the developed world through climate reg-
ulation, genetic pools and pharmaceutical discoveries.

Accordingly, the Committee has included bill language directing
the Agency for International Development to commit a minimum
of $10 million toward biological diversity in fiscal year 1990. Of the
additional funds AID commits in new monies above and beyond
fiscal year 1989 levels, the Committee has provided $2,000,000 to
implement an immediate park protection plan designed to provide
critical management for areas of significant biological diversity in
Latin America and the Caribbean in fiscal year 1990.

The Committee is aware that nongovernmental conservation cr-
ganizations in Latin America and the Caribbean have been work-
ing closely with U.S. nongovernmental conservation organizations
to identify areas of global biological significance, specific threats to
these areas and ways to establish adequate on-site management
and protection of these legally decreed, but unprotected “paper
parks”. This project, called “Parks in Peril” is the culmination of
an effort to develop emergency protection actions for threatened
parks and has been developed in close consultation with Latin
American and Caribbean NGO’s in coordination with their govern-
ment resource agencies. The Committee further understands that
U.S. NGO’s and in-country NGO partners are committed to match-
ing every 4 dollars of federal funds with 1 dollar of private dona-
tions to protect critically threatened tropical ecosystems in the
Western Hemisphere.

The Committee expects AID to work more closely with U.S. and
in-country NGO’s and involve them in the local planning for its
projects. In light of the significant NGO success in assessing protec-
tion needs for La‘in America and the Caribbean, the Committee di-
rects AID to fully utilize this expertise and information.

All protection work should be carried out exclusively by the
Latin American or Caribbean countries themselves. While the
Committee notes that it may be necessary to strengthen adminis-
trative capacity of local implementing organizations, administra-
tive costs should be minimized.

The Committee understands that $2,000,000 of federal funds,
when coupled with $500,000 in private matching contributions, will
provide adequate resources to protect 5 million acres of threatened
tropical ecosystems. The Committee expects AID to include an as-
sessment of the success in achieving this goal in its annual biologi-
cal diversity report to Congress.
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Similarly, the Committee is aware that the United Nations De-
velopment Program can assist in the “Parks in Peril” project and
the Committee urges UNDP to allocate not less than $8,000,000 in
each fiscal year, beginning in fiscal year 1990 for purposes of devel-
oping and implementing critically needed protection and manage-
ment actions to ensure the protection of existing national parks
and reserves of global biological significance.

The Committee further urges UNDP to consider providing this
support through grants to international and in-country nongovern-
mental organizations when such organizations provide contribu-
tions from private sources for the same purpose.

AID'S tropical forestry activities

The Committee is aware that 99% of the Agency for Internation-
al Development’s forestry activities are focused on agroforestry, re-
forestation and forest management for extractive use. According to
testimony presented by the Administration to the Committee, only
one percent of AID'’s forestry funding has been allocated to pre-
serve natural forests.

Meanwhile, developing countries are experiencing extreme diffi-
culties protecting even the areas that have been officially designat-
ed for protection. Again, the Committee notes that many of the
tropical forests are set aside as parks and other preserves, but are
termed “paper parks” because deforestation and habitat loss con-
tinues.

Accordingly, the Committee has included bill language directing
AID to increase the level of effort devoted to preservation of natu-
ral forests in tropical areas and urges AID to report to the Commit-
tee on the accomplishments and expenditures resulting from imple-
mi?_ntation of the activities to preserve these areas of biological sig-
nificance.

Program of Scientific and Technological Cooperation (PSTC)

The Committee is aware that the Program of Scientific and Tech-
nological Cooperation (PSTC) has demonstrated the capacity to
fund innovative research in developing countries. Specifically, it
has demonstrated the ability to find outstanding developing coun-
try scientists who are contributing to the understanding of global
climate change. The Committee is concerned with expanding the
capacity in poor countries to contribute to the understanding of
these global changes and believes that more support for such re-
search is needed. It is the Committees feeling that all countries
would benefit from a truly global network of scientists better able
to describe and understand these global events.

The Committee therefore urges AID to expand PSTC in fiscal
year 1990 above and beyond the level of support the program re-
ceived in fiscal year 1989. Specifically, the Committee recommends
that the PSTC subprogram on Earth, Atmospheric and Marine Sci-
ences be expanded, focusing that effort on global climate change,
and emphasizing such studies as climate change, deforestation, de-
sertification and the loss of biological diversity.
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Integrated pest management

The Committee is aware of the high level of human health and
environmental problems associated with the misuse and overuse of
chemical pesticides and herbicides in developing countries. The
Committee is also aware of AID’s policy to promote integrated pest
management (IPM)—including physical, biological, genetic and
other means of pest control. However, the Committee continues to
believe that AID must give greater attention to non-chemical, sci-
entifically based pest control technologies.

The Committee directs AID to submit a report by April 1, 1990
outlining an overall plan to carry out its IPM policy. In this regard
the Committee is also aware that the World Bank is making an
egprt to issue pest management guidelines to its agricultural loan
officers,

Finally, the Committee is mindful that at the United Nations
Environment Program’s 15th Governing Council meeting, a resolu-
tion was adopted calling on UNEP and the Food and Agricultural
Organization (FAQ) jointly to host a Global Sustainable Agricultur-
al Conference prior to the proposed 1992 Glubal Environmental
Conference. The Committee strongly urges AID, in coordination
with its representatives to UNEP and FAO, to play a contributing
role in planning and participating in the United Nations’ Sustain.
able Agricultural Conference. :

Multilateral development banks—energy conservation and efficiency
program

The Committee is aware that the multilateral development
banks have a significant influence on the energy sector investment
decisions of developing countries. The World Bank alone extends
approximately $3 billion in loans each year to finance projects in
the energy sector, making it the largest single source of foreign ex-
change for the developing countries’ energy investments. This in-
fluence is magnified by co-financing arrangements and extensive
technical assistance in formulating energy sector plans and strate-
gies. The Committee expects that the United States will use its in-
fluence within the MDBs to ensure that end-use efficiency and re-
newable energy resources are given top priority in the banks lend-
ing and technical assistance activities.

The Committee is well aware that technical, institutional and po-
litical constraints in developing countries often discourage invest-
ments in end-use efficiency and renewable energy. The Committee
finds, however, that the MDBs can and should play a vital role,
through technical assistance and policy negotiation, in helping bor-
rowing countries to overcome these constraints.

The Committee continues to be concerned about the level of ex-
gertise within the MDBs to carry out the objectives as set forth in

ec. 535 of the fiscal year 1989 Foreign Operations Appropriations
bill as well as new directives in fiscal year 1990, and expects that
the MDBs will work to increase the number of professional staff
trained in end-use efficiency, conservation and alternative genera-
tion technologies. The Committee also understands that the MDBs
have not yet developed a methodology for “least-cost” energy plan-
ning that allows concrete investments in end-use efficiency and re-
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newable energy to be considered as alternatives to conventional
energy supply. The Committee has included bill language which re-
quires this and expects to be informed by April 1990 about the
progress each bank is making in this regard. The committee notes
that least-cost energy resource planning is defined in the Pacific
Northwest Electric Power Planning and Conservation Act (16 USC
839 et. seo) and that work on this planning method is being carried
out pursuant to the Act, through the Department of Energy, the
Lawrence Berkeley National Laboratory, the Northwest Power
Planning Council, and the Bonneville Power Administration.

The Committee has heard testimony which suggests that the
MDB’s should consider more innovative financing by “bundling”
smaller renewable energy, conservation and efficiency projects into
larger, thus more easily financeable projects. The Committee
agrees with this proposal and feels that the Department of Treas-
ury, in working with the US representatives to each MDB, should
strongly encourage this. The Committee expects that input to this
initiative must be received by US industry associations and devel-
opment organizations, as well as the interested public. The Com-
mittee has included bill language which addresses all of these con-
cerns.

REGIONAL DEVELOPMENT BANKS

The Committee is further concerned by the seeming lack of
progress of the three regional development banks in increasing
their environmental staff to a level necessary to ensure systematic
environmental review. The Committee estimates that for the Inter-
American and Asian Development Banks, such a minimum staffing
level would be in the same proportion that currently exists at the
World Bank, which would translate into a staffing level of at least
20 environmental professionals in each institution. The Committee
expects the Department of Treasury to raise the need for addition-
al environmental staffing with the regional MDBs and to vigorous-
ly press them to make increased staffing of their environment
units a priority.

WORLD BANK ENVIRONMENT DEPARTMENT

The Committee is concerned by reports that the World Bank’s
Environment Department is of limited effectiveness in influencing
the operations and lending priorities of the Bank and in assisting
the regional environmental divisions. The Committee requests that
the Department of Treasury raise these issues with the manage-
ment of the World Bank and ascertain and promote changes in the
Environmental Department that will enable it to influence more
substantially, Bank lending operations, and priorities, as well as to

rovide more direct assistance to the four regional environmental
ivisions.
ASBESTOS IN WORLD BANK PROJECTS

The Committee is disturbed by the slow pace of progress of the
World Bank’s Environment Department in establishing a scientific
Toxics Advisory Panel to review use of Asbestos and other toxic
substances in Bank financed projects. Although the Bank has com-
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mitted itself to changes which, if implemented, would deserve
praise, its lack of action in actually implementing substantive
measures of critical importance to public health in the developing
world, is not satisfactory to the Committee. The Committee strong-
ly urges the Department of Treasury to raise this issue directly
before the management and Board of Directors of the World Bank
and to convey its strong concern that a Toxics Advisory Panel and
sub-panels dealing with the use of asbestos and other toxic sub-
stances rapidly be established to review all pending Bank projects
concerning the use of these substances and to develop general
guidelines for future projects.

MDBS AND FORESTRY

The Committee is aware that the impacts of the World Bank and
other MDBs on tropical forests are much greater than those of
even the largest bilateral assistance program. To its credit, the
World Bank, which controls an annual lending portfolio in excess
of $17 billion, has announced an increase of up to threefold in its
lending in the forestry sector. However, the Committee remains
concerned that, while the right words are being said, it appears
that little investment in sustainable tropical forestry management
is actually taking place on the ground.

Defects in the banks’ project planning continue to prevent sup-
port for environmentally sound and beneficial projects. The MDBs
insist on strict secrecy in negotiations with borrowing country gov-
ernments, which means that the local people—the intended benefi-
ciaries of bank lending—often are unaware of anticipated projects
which will seriously affect their livelihood and well-being. Particu-
larly in the forest sector, lack of public participation in project
design and execution can result in disastrous failures.

The Committee believes that the United States must strongly
emphasize that it is not enough for MDB loans to avoid harming
tropical forests. U.S. representatives to the MDBs should press
these institutions to become leaders in efforts to conserve existing
forests and to create new forested areas. These efforts should be
coupled with procedural reforms to ensure that MDB lending is re-
sponsive to the needs of the local people. Only in this way will we
achieve the sustainable forest management that is essential to min-
imize climate change.

The Committee expects that the Department of Treasury will
direct the Executive Director of each MDB to prepare within one
year, for each MDB, an analysis of the impact its current forestry
sector loans will have on borrowing country emissions of COz, and
proposals for specific forestry activities to reduce COz emissions
below projected levels. The Committee expects that this analysis
will be provided as part of the Department of Treasury’s annual
report on the progress of MDBs in implementing environmental
provisiuns.

INVOLVEMENT OF NON-GOVERNMENTAL AND COMMUNITY
ORGANIZATIONS IN DEVELOPING COUNTRIES

The Committee is disturbed by continuing evidence of major
operational problems in MDB projects directly attributable to lack
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of consultation and involvement with groups and organizations in
developing countries representing the interests of populations di-
rectly affected by the MDB financed projects. Little effective effort
has geen made to provide information to, and systematically in-
volve local organizations that have the most information regarding
social and envirunmental aspects of MDB projects. The Committee
urges the Department of Treasury to vigorously promote systemat-
ic consultation with, and involvement of non-governmental and
community organizations in developing countries as an integral
and mandatory part of the project cycle of each MDB at the earli-
est stages of a project cycle.

IMF

The Committee is aware that the International Monetary Fund
(IMF) plays a central role in shaping the global environment. Its
macroeconomic policy prescriptions and conditions can have a
ma&'or influence on the management and use of natural resources,
and can adversely affect public health priorities such as nutrition
and infant mortality. The IMF’s policies and programs of economic-
stabilization and adjustment can aggravate the extent of poverty
among vulnerable groups, increasing pressure on these groups to
imsdu:tainably exploit natural resources such as forests and fragile
ands.

The IMF'’s policies and programs can push governments to unsus-
tainably exploit both renewable and nonrenewable resources to
meet short term balance of payments equilibrium goals and can
have the effect of exerting pressures on countries to forgo needed
long term environmental, social and public health investments to
meet short term adjustment criteria. Currently, there is no system-
atic review that projects environmental, public health or social im-
pacts of its policy prescriptions and conditions.

Accordingly, the Committee strongly urges the Secretary of the
Treasury to report on ways to systematically review in advance,
and take into account in policy formulation, projected environmen-
tal, public health and social impacts of the IMF’s lending agree-
ments. Included in this report should be prescriptions to establish
in the IMF long-term sustainable management of natural resources
as an integral part of the IMF’s stabilization and adjustment poli-
cies and programs, as well as consideration of concessional lending
to promote sustainable management of natural resources.

DEBT FOR NATURE SWAPS

The Committee continues to support debt-for-nature swaps as a
small but creative and promising contribution to the overall debt
problem in the developing world. The Committee is pleased that
the Secretary of State, in a recent letter to the Secretary of the
Treasury, stated support for a pivotal role for the World Bank and
the regional developm.cnt banks in encouraging and lending for
debt-for-nature swaps. The Committee is also encouraged by specif-
ic debt for environment strategies originating in developing coun-
tries, such as a proposal by the government of Costa Rica, suggest-
ing debt relief for energy efficiency and conservation in that coun-

try.
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The Committee is convinced that environmental and natural re-
source issues must be integral to all programs of the World Bank
and the regional development banks to assist borrowing countries
in managing their foreign indebtedness. However, the multilateral
development banks have 8o far made little progress in encouraging
sound environmental policies and ir. guaranteeing environmental
safeguards in their non-project lending. '

As such, the Committee urges the Secretary of the Treasury to
obtain assurances that the MDBs, both in their overall debt relief
programs and in each debt restructuring negotiation in which they
participate, systematically analyze the potential for debt-for-envi-
ronment initiatives and include them whenever feasible in the
final arrangement for restructuring debt. In particular, the Com-
mittee believes that each MDB should designate staff with overall
responsibility for this issue, and should ensure that MDB delega-
tions participating in country-specific negotiations contain staff
with expertise in this issue.

ILuicrr Druc CONTROL

The Committee continues to be concerned about illicit drug culti-
vation and production overseas. The Congress, in order to address
this problem, has provided for the past several years assistance
through the International Narcotics Control program at or signifi-
cantly above the level requested by the Administration.

More than $270,000,000 in funds provided in this bill are avail-
able for programs or initiatives related to the control of illicit
drugs. In order to accelerate efforts of International Narcotics Con-
trol the Committee has made the following recommendations:

—$115,000,000 for Internstional Narcotics Control (§14 million
above last year’s level)

—3$69,000,000 in Economic Support Assistance may be made
available for Bolivia, Ecuador, Jamaica and Peru if they are
making progress on illicit drug control

—$35,000,000 in military assistance related to drug control may
be made available to Bolivia, Ecuador, Jamaica and Colombia
if they are making progress in illicit drug control

——$10,000,000 for Development Assistance programs related to
narcotics education and awareness

—$40,000,000 for Development Assistance programs related to
economic assistance activities

~—$500,000 within International Narcotics Control Assistance is
to be for the testing and use of safe and effective herbicides

—$1,000,000 in Foreign Military Financing for defensive arming
of aircraft used in narcotic control and interdiction

—$2,000,000 within International Military Education and Train-
ing funds is designated for narcotics control training and ex-
penses

—3$3,500,000 in Foreign. Military Financing is designated for mili-
tary assistance for antinarcotics efforts

—Certification is required from the President that countries are
making progress on illicit drug control prior to providing U.S.
Foreign Assistance to those countries
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—Reprogramming authority is included to move funds from
countries not complying with illicit drug control standards to
countries that are complying with illicit drug control efforts

Development and economic support assistance

The Committee has recommended the President’s fiscal year
1990 request of $69,000,000 in Economic Support Assistance as a
target to be used in providing U.S. funding for Bolivia, Peru, Ecua-
dor and Jamaica. This funding should be used as an incentive for
those countries to.strengthen illicit drug control efforts. The Ad-
ministration has made the case that if economic and military as-
sistance is not continued to these governments then they would not
be able to continue narcotics control efforts and the possibility
would increase that individuals or parties not interested in drug
control could gain power.

Meeting the certification requirements concerning illicit drugs
and meeting targets for drug control should be a major factor in
the provision of Economic Support Assistance for these countries.

The Committee recommends that AID continue its efforts in
drug control awareness and education and that at least $43,500,000
be programmed for that purpose. Also AID should continue its eco-
nomic support programs related to drug control at a level of at
least $40,000,000.

Military assistance

The Committee has recommended that the Administration’s re-
quest of $35,000,000 be meade available for Bolivia, Ecuador, Jamai-
ca and Colombia to be used for defensive programs directly related
to drug control activities. Only countries meeting certification re-
quirements are to receive this funding.

The Committee has earmarked $3,500,000 in funds in the Foreign
Military Financing program to acquire defensive equipment for use
in both the eradication and interdiction efforts involved in dealing
with drug traffickers. Also, $1,000,000 has been provided for the de-
fensive arming of aircraft.

Testing for effective and safe herbicide

- The Committee has included $500,000 under the International

Narcotics account for continuing research for an effective and safe
herbicide to destroy coca plants. The Committee fully understands
the need to accelerate efforts to find a method to effectively destroy
coca plants. However, it is equally as important to find a herbicide
or alternatives to herbicides that are not harmful to people and
that do not destroy the environment.

United Nations fund for drug abuse zontrol

The Committee continues to feel that the Department of State
should provide additional funding to the United Nations Fund for
Drug Abuse Control. The multilateral approach to illicit drug prob-
lems offers many opportunities for encouraging other nations to
become involved in this international problem.
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LEVERAGING AND DIVERSION OF ASSISTANCE

Between 1985 and 1987 in testimony before this Committee, the
Administration provided assurances that at no time was aid to for-
eign countries used as leverage to obtain support for the Nicara-
guan contras.

On April 28, 1987, Assistant Secretary Elliot Abrams was asked
the following:

For the record, given the responsibilities of this commit-
tee, I simply need to ask this question. Did you or anybody
else in the Administraiion, use the threat of potential
delay of or reduction in aid to Costa Rica in order to lever-
age Costa Rica into either not holding that press confer-
ence or into at least tactically supporting the opening of
the southern front?

M'f'."'Abrams ‘answered:
The United States, as far as I am aware, has never
threatened or in anyway linked support to the N icaraguan

resistance forces to our foreign aid levels, with respect to
Costa Rica or any other country.

The documents released as a part of the trial of Oliver North
reveal {hat the following occurred:

1. According to the February 12, 1985 memo from Robert McFar-
lane to George Shultz, Caspar Weinberger, William Casey and Gen-
eral John Vessey, an interagency group known as the Crisis Pre-
planning Group, which had representatives from the Department
of Defense, the Department of State, the Central Intelligence
Agency, the Joint Chiefs of Staff and the National Security Coun-
cil, devised a plan in February of 1985 to provide Honduras with
expedited release of economic support funds, expedited delivery of
security assistance items and enhanced CIA support as a direct in-
centive for them to persist in aiding the Nicaraguan resistance.

The occurrence of this meeting, those who participated, and the
decisions resulting from it are documented in numerous memoran-
da between Nicholas Platt, Robert McFarlane, Oliver North, Ray
Burghardt, George Shultz, Caspar Weinberger, William Casey, and
John Vessey dated from February 8, 1985 and February 15, 1985.

2. A February 19, 1985 memo from Robert McFarlane to Presi-
dent Reagan described that plan. It is initialed “RR”. Those initials
appear on the memo in the space designated for Presidential au-
thorization to proceed with this plan.

3. Vice President Bush was designated to receive a copy of this
memorandum. This is indicated by the cover sheet to this I?"ebruary
19, 1985 memorandum.

4. A special discreet emissary was sent to Honduras prior to the
visit of then Vice President Bush on March 1, 1985 to communicate
to the Honduran Government that these enticements were related
directly to their continued support for the Contras.

This is indicated by a February 22, 1985 memorandum to Robert
McFarlane from Raymond Burghardt asking concurrence to ¢
a Presidential letter to Honduras, and a February 25, 1985 memo-
randum from Oliver North to Robert McFarlane indicating that
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the signed letter from President Reagan to President Suazo would
be delivered by Ray Burghardt.

5. Consistent with that scheme Honduras received expedited dis-
bursement of $80 million in economic support funds, expedited de-
livery of approximately $23.5 million in security assistance items,
and $4.5 million in enhanced CIA support in March of 1985.

This is indicated primarily by a February 27, 1985 memo to
George Shultz, Caspar Weinberger, William Casey and John
Vessey from Robert McFarlane directing implementation of this
plan. These allegations are also supported by a Ma:ch 8, 1985
memo to Robert McFarlane from Caspar Weinberger, indicating
that expedited procurement and delivery of security assistance
iterms had commenced; a May 1, 1985 memo to President Reagan
from Robert McFarlane initialed “RR”, indicating approval of in-
creased CIA funding; and Agency for International Development
documents on the release of economic support funds.

6. The White House directed Secretary of State George Shultz,
Secretary of Defense Caspar Weinberger, CIA Director William
Casey and JCS Chairman Vessey to provide expedited release of
economic support funds, expedited delivery of military assistance
items and an enhanced CIA program to Honduras.

This is indicated by the same February 27, 1985 memo from
Robert McFarlane to these individuals mentioned above.

7. The Administration imposed a trade embuargo against Nicara-
gua in May of 1985 as a method of reassuring the Hondurans that
the U.S. was committed to supporting the Nicaraguan resistance,
and in order to forestall the Honduran military from taking action
against the resistance.

This is indicated in the document dated April 25, 1985 prepared
by Robert McFarlane for President Reagan’s telephone call to
President Suazo of Honduras.

8. The plan to provide expedited aid to Honduras in 1985 was
carried out despite the Administration’s awareness that their ac-
tions were contrary to Congressional intent, which was to deny any
direct or indirect support for military/paramilitary operations in
Nicaragua durin;; 1985.

This is indicated by a February 20, 1985 memo from Oliver
North and Ray Burghardt to Robert McFarlane in which it is ac-
knowledged that carrying out of this plan was contrary to Congres-
sional intent, and would eliminate the ability of Executive branch
officials to deny that foreign governments had been approached to
help the Contras.

9. Despite assurances to the Committee that U.S. military per-
gonnel in El Salvador, funded under accounts in the foreign oper-
ations appropriations were not involved in the contra resupply op-
eration, testimony at the North trial indicates that U.S. Military
personnel in El Salvador were intimately involved in facilitating’
the use of Ilopango Air Base as a transshipment point for supply-
ing arms to the Contras during the time when such involvement
was prohibited by law.

In addition the General Accounting Office has concluded that
over 65,000 gallons of MAP funded fuel was sold by the El Salva-
doran Air Force to the Nicaraguan resistance, the “Enterprise”
and the U.S. government between 1985 and 1987 in violation of
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FMS sales agreements. The report also concludes that U.S. Mil-
oup officials knew the supply operation existed, and that the El
glt;lvadoran Air Force received over $800,000 for this fuel.

10. According to the stipulation in the North trial in early 1985
Guatemala provided aircraft and agreed to facilitate shipments of
munitions and other material for the Contras provided that they
receive a quid pro quo from the U.S. in the form of foreign assist-
ance funds or credits, diplomatic support or other forms of assist-
ance. The documents assert that in addition, Guatemala provided
end-user certificates for the purchase of nearly $8 million of muni-
tions to be delivered to the Resistance. The stipulation further indi-
cates that Guatrmala would receive additional military assistance
and be made t» understand that the additional assistance was
made as a result of Guatemala’s assistance to the Resistance.

On April 25, 1989 it was stated in testimony before this Commit-
tee that the plan described in the February 19, 1985 memo from
Robert McFarlane to President Reagan to provide Honduras with
expedited and enhanced foreign aid funds in 1985 in order to lever-
age Honduran support for aiding the Nicaraguan resistance was
not carried out. A letter was subsequently sent to the Committee
on June 1, 1989 withdrawing the assertion that the plan did not go
forward. It is clear from relevant documents and events that the
plen did in fact go forward with respect to Honduras,

The letter also objected to the implication in the trial related
documents that Vice President Bush might have been the special
emissary to establish a “quid-pro-quo” arrangement with Hondu-
ras. The Committee accepts that demurral, but would simply point
out that the use of the Vice President as a direct emissary was not
ntgfcessary since the arrangement with Honduras was already in
effect.

Based on the GAO report and relevant North trial documents
and testimony it is also clear that diversion of foreign aid funds did
occur with respect to El Salvador. The Committee has also been in-
formed that Guatemala did provide end-user certificates for the
purchase of nearly $8,000,000 in munitions to be delivered to the
Nicaraguan resistance. It is not clear whether Guatemala in fact
received additional foreign assistance as an exclusively specific
result of this action, although aid levels to Guatemala have in-
creased substantially since 1984.

MippLE EAsT PeACE PROCESS

The Committee notes that 1989 marks the tenth anniversary of
the Israeli-Egyptian peace treaty. That event represented tremen-
dous progress towards peace in a region which has experienced so
much violence and war. The Committee is pleased that the treaty
has endured despite a number of prcblems in recent years. The
Committee strongly supports the treaty and the development of a
close relationship between two friends of the United States, Israel
and Egypt, :

Despite this anniversary, the Committee remains deeply con-
cerned about the ongoing violence, violation of due process, and
killing in the West Bank and Gaza, terrorist attacks in Israel, and
continued conflict, death and destruction in Lebanon.
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The Arab-Israeli conflict continues to be a matter of special con-
cern to the Committee. The Committee urges the Administration to
make a maximum commitment to use all the influence and wisdom
it can muster to move Israel and its Arab neighbors to meaningful
and well-thought-out negotiations about both short-term and long-
term changes that will assure Israel’s security and bring a just and
humane approach to resolving the plight of the Palestinian people.

The Committee has been in strong support of the plan put for-
ward by the Israeli government that calls for elections in the West
Bank and Gaza of Palestinian representatives, to be followed b
direct negotiations between those representatives and the Israeli
government on both an interim arrangement and final agreement.

We call on all parties—Israeli, Arab, and Palestinian—to support
and define that plan as the best practical opportunity to bring
progress to the region. The Committee is concerned that the initia-
tive not be crippled by preconditions imposed by Arab, Palestinian,
or Israeli parties which would make it impossible to produce viable
elections that would have the support of all relevant parties. The
imposition of such preconditions by any party would seriously di-
minish the prospect for successful elections and inevitably increase
pressure for an international conference as an alternative.

CENTRAL AMERICA PoLicy

Central America remains a region of major foreign policy con-
cern. The Committee is encouraged by the Administration’s appar-
ent willingness to consider a more flexible approach, including
greater reliance on diplomatic methods, in the region. However,
the primary problems which have afflicted Central America and
retarded progress in addressing national interests of the United
States for the past decade remain unsolved. Regional conflicts have
not been ended, although the insurgency in Nicaragua has abated
with the signing of the Sapoa and Tesoro Beach agreements and
the cut-off of military funding to the Nicaraguan resistance. Clear-
ly illicit drug production and transhipment from this region has
continued to increase dramatically, and the Noriega regime in
Panama remains out of control.

The region’s economic problems and its grossly inequitable distri-
bution of resources and opportunity remain at the root of its insta-
bility. Steep economic declines in the region have been reversed,
but none of the area’s economies have rebounded strongly. For sev-
eral countries, especially Costa Rica, the debt burden is a tremen-
dous depressant on economic revitalization. In other countries the
problem of grossly unfair distribution of income has not been ade-
quately addressed, in the face of strong resistance by wealthy
elites. Official corruption and inefficiency persist throughout the
region. Human rights abuses continue, and may even be on the rise
in several countries. Insurgent destruction and terrorism remain at
high levels in El Salvador and, to a lesser extent, in Guatemala.

Among the serious issues in the region are the conflicts in El Sal-
vador and Nicaragua. The guerrilla war in El Salvador is now nine
years old and seemingly no closer to resolution than when it start-
ed. A military victory by either side seems highly unlikely, but the
insurgent guerrillas appear to have the capacity to continue a war
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of attrition and sabotage indefinitely. As long as the Salvadoran
conflict continues, there is little chance that regional economic and
political integration, essential for the revitalization of the region,
can take place. There is also a significant danger that growing po-
larization in El Salvador, which the FMLN guerrillas appear to be
promoting, may lead to political violence and repression by the new
ARENA government.

The Committee is concerned that U.S. efforts over the past eight
years have been too narrowly focused. Pumping large amounts of
assistance into the region for essentially political purposes, without
demanding that official corruption be ended, economic reforms un-
dertaken, and root causes of rebellions addressed, has done little
more than maintain an unstable status quo in the region while
promoting increasing economic dependency on high levels of U.S.
asgistance.

The Committee recognizes that these governments are under
pressure from dedicated and ruthless guerrilla movements, which
appear intent on gaining political power through violent means.
However, the United States must use the leverage of our aid to
assure that our allies adhere to the rule of law, democratic values
and respect for universally recognized human rights even in the
face of their enemies’ behavior.

'The Committee continues to support the efforts of the Central
American presidents as the most promising framework for the
achievement of a lasting regional peace. Congress and the Adminis-
tration should provide the greatest possible support for compliance
by the individual signatory nations with the accords. Political and
economic support for good faith efforts at national reconciliation
through constitutional, democratic processes, free and fair elec-
tions, and dialogue in those countries where civil conflicts persist
should be emphasized.

Base RiGHTS COUNTRIES

The Administration is asking Congress to appropriate $1.5 billion
in economic and military support for assistance for four countries
where the United States has base rights agreements: Turkey,
Greece, Portugal, and the Philippines.

This request is 15% above the amount provided in fiscal year
1989 and an 88% increase above the levels appropriated in 1981
when the Reagan-Bush Administration took office. These increases
represent one of the fastest growing areas in the bill and are no
longer sustainable at these high levels. The Committee wants to re-
iterate its strong opposition to the idea of paying “rent” for the
purpose of maintaining military bases that protect the host country
as much as they protect the U.S. and other allies.

The Committee points out that the U.S. already spends a dispro-
portionate amount of money for defense compared to other NATO
countries as a whole. It should be noted that, along with the specif-
ic direct payments, the U.S. presence provides thousands of jobs in
the host countries and millions of dollars in revenue generated b
contracts and spending by American personnel stationed in eacg
country. In addition, the U.S. provides assistance to Turkey and
the Philippines through multilateral financial institutions and to

19-540 0 - 89 - 2
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Greece, Turkey and Portugal through mechanisms such as the
transfer of surplus military equipment.

In short, the United States does more than its share to protect
its allies in Europe and the Pacific region. These bases serve the
intercsts of the host countries at least as much as they serve our
own. If any base rights countries do not share that view, they must
be made to understand that the U.S. can and will move these bases
to other countries that do.

The Committee continues to believe that in light of U.S. budget
deficits and domestic budget cuts, large amounts of money for base
rights countries will not be available as they have been in the past.

The Committee expects the Administration to negotiate future
base agreements with these budget constraints in mind. The ad-
ministration should let base rights countries know that Congress
will not continue to provide large amounts of assistance to coun-
tries for the privilege of allowing U.S. bases on their soil to protect
their security. It is also essential that the Administration not make
commitments for the sale of specific weapons to base rights coun-
tries that commit the U.S. in any way to high levels of foreign mili-
tary financing beyond the period of current base agreements. The
Committee does not consider itself bound by such commitments.

The Committee also directs the Administration to make every
effort to have other NATO allies increase their assistance to south-
ern European countries where U.S. bases are located.

The Committee has noted the increasing political debate in for-
eign countries about the presence of U.S. bases on their soil. This
deba'e is ocurring in Europe and the Pacific nations in particular.

The Committee requests a report from the Department of State
about this trend, in classified and unclassified forms, showing
which countries have begun restricting, or the Department of State
believes may be considering restricting, the presence of U.S. troops,
enlargement of facilities, and port calls by U.S. ships.

SuB-SAHARAN ArricA LoONG-TERM DEVELOPMENT

The Committee supports a process of long-term development in
sub-Saharan Africa that is equitable, participatory, environmental-
ly sustainable, and sslf-reliant. The Committee has recommended
two areas for long-term development in Africa. A total of
$515,000,000 has been provided through the Fund for Africa and an
additional $50,000,000 has been provided under the development as-
sistance account for the member nations of the Southern Africa
Development Coordination Conference. In addition, approximately
half of the resources recommended in the bill for the International
Development Association will be used for programs, projects and
activities to assist Africa.

U.S. contributions to the African Development Bank and the Af-
rican Development Fund represent a joint effort by Africans and
Americans to address the region’s problems. In addition, funding
for the African Development Foundation will finance self-help ef-
forts at the local level. '
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DispLACED CHILDREN

The Committee for the past two years has been actively involved
in pursuing programs that will help children who have been dis-
placed by natural or man made disasters or have become street
children because of economic or other problems. The problem of
helping children who are orphans or displaced has been hard for
the Executive branch to adjust to because it falls between many of
the defined areas of U.S. foreign assistance. For instance children
may be cared for during a disaster, but once the worst of the emer-
gency is over U.S. funding for private and voluntary orgenizations
in the area is usually discontinued and children are at the mercy
of a country usually unable to set a high priority for the needs of
children. '

Some of the programs that have been undertaken by the Agency
for International Development for displaced children are beginning
to have very positive results. Programs to reunify orphans with
family members in Ethiopia have proved to be very successful.
Children have been returned to their family members and out of
government institutionalized centers. In Mozambique programs
carried out by Save the Children and funded by the United States
have been initiated to help children who have been devastated by
the war in that country. Programs for displaced children in Guate-
mala and other countries are showing an immediate impact on
children whose lives seemed hopeless.

There are no complete figures of children in the third world that
are either wards of the state or homeless. However, the Childhope
organization estimates that there are as many as 100 million home-
less children whom they classify as street children.

Overall, more than thirteen million people in sub-Saharan Africa
are at serious risk, and more than half of these people are children.
Estimates of children who have been displaced by famine, disaster
and war in Africa exceeds 500,000, and the numbers do not appear
to be diminishing.

The Committee has again recommended funding in this bill to
help address the problems of displaced children. The Committee
has provided $3,000,000 in development assistance and $500,000 in
disaster assistance funding for displaced children. UNICEF is en-
couraged to step up its program to help displaced children and pri-
vate and voluntary organizations should accelerate their planning
in this area.

The Committee renews its request for the Agency for Interna-
tional Development to prepare an action plan to address the prob-
lems of displaced children.

HoSTAGES IN THE MIDDLE EAST

The Committee once again notes with dismay that nine Ameri-
cans who were taken hostage in Lebanon remain in captivity.

Terry Anderson, the longest held hostage, has spent more than
four years in captivity. Lt. Col. William Higgins, the most recent
captive, has been held longer than the Americans who were held in
Teheran, Iran, from 1979 to early 1981.

The Committee shares the anger and frustration of the American
people that this situation still exists. The Committee continues to



36 .

urge the Administration to explore all reasonable options to locate
and release the remaining U.S. hostages held in Lebanon. ,

The Committee notes that the other Americans still missing are:
Thomas P. Sutherland, Frank Herbert Reed, Joseph James Cicip-
pio, Edward Austin Tracy, Alann Bradford Steen, Jesse Jonathan
Turner, and Robert Bruce Polhill,

NucLEAR NON-PROLIFERATION

The Committee recognizes that the prevention of the spread of
nuclear weapons technology has been a key element of U.S, foreign
policy since the development of nuclear weapons more than 40
years ago.

This effort has enjoyed a number of modest successes, including
the creation of the International Atomic Energy Agency (IAEA)
and the ratification by many nations of two important treaties, the
Treaty on the Non-Proliferation of Nuclear Weapons (NPT) and the
Treaty for the Prohibition of Nuclear Weapons in Latin America
(Treaty of Tlateloclo).

However, during this period, the number of nations exploding
nuclear devices has increased fivefold. Further, the existence of un-
safeguarded facilities in a number of countries is a significant
cause for concern.

The Committee has long been concerned about the potential
spread of nuclear weapons. This concern is magnified by instances
where foreign nationals have illegally sought to export U.S. equip-
ment of potential application to nuclear explosives.

The Committee strongly urges the Administration to pursue the
technology transfer Memoranda of Understanding, or other such
agreements, with other countries as appropriate.

UNICEF

The Committee is providing $65.4 million for the United Nations
Children’s Fund. This is an increase of $5 million above the fiscal
year 1989 level and $31.5 million above the Administration’s fiscal
year 1990 request.

The Committee is providing these funds because UNICEF re-
mains one of the most popular, well respected, and effective hu-
manitarian and development assistance programs supported by the
United States. UNICEF'’s effort on behalf of children in the third
world has saved millions of lives since the organization began its
work in 1946.

UNICEF'’s on%oing programs and new challenges justify this in-
crease in the U.S. contribution for fiscal year 1990.

Since 1982, UNICEF has led a global campaign, termed the child
survival and development revolution, to cut in half by the year
2000 the number of children who die each year—almost 14 mil-
lion—from causes which are largely preventable. In its 1989 report
on The State of the World’s Children, UNICEF points out that over
500,000 young lives were lost in the last year alone due to the
impact of the developing world’s debt burden on the most vulnera-
ble people, the poor and young children, and urges governments to
protect the most vulnerable groups, especially in Africa and South .
America, in the course of economic restructuring.
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UNICEF continues to work towards the goal of Universal Child
Immunization by the year 1990, a goal which this Commi‘tee
strongly supports. These efforts have resulted in immunization
rqt(;les which have gone from under 10% in 1980 to over 60% world-
wide.

UNICEF also operates under very difficult conditions in areas
such as southern Africa, the Sudan and Lebanon, which are rav-
aged by civil war. In these regions, children are the most helpless
victims. Despite serious disruptions, UNICEF carries out programs
to bring food and water, essential medicines, and other child sur-
vival components to the suffering populations.

In light of this admirable record, the Committee is once again
outraged by the fact that the Administration has proposed cutting
UNICEF 44% below fiscal year 1989 levels. This cut is included in
an Administration foreign assistance budget that calls for a 7% in-
crease in all military assistance programs and a 15% increase in
the grant military training program.

The Committee believes that the Administration’s request is irre-
sponsible and sends the wrong signal about what the United States
stands for. The Committee expects that the Administration’s
budget request for fiscal year 1991 should be at responsible levels.
Next year’s request should demonstrate that the U.S. Government,
both the Executive and the Legislative branches, are united in
caring about the plight of the world’s children and in support of
the international organization which is taking the lead in alleviat-
ing their suffering, UNICEF.

The Committee has included in the bill language which contin-
ues to require the delivery of the U.S. contribution to UNICEF
within 30 days of the passage of the foreign assistance appropria-
tions bill or the beginning of the fiscal year, whichever comes first.
However, following assurances from the State Department that de-
livery of UNICEF'’s funds will be timely and in accordance with the
}aw, the Committee has removed the penalty provision it included
ast year,

CreprT BunGer CONTROLS

The Committee believes that attempts to control credit levels
through the current “credit budget” limiting the availability of
both direct loan obligations and primary guarantee commitments
in the Budget Resolution results inevitably in behavior that is both
financially absurd and detrimental to American taxpayers. These
credit controls add a little understcod third layer of bu getary con-
trol to the 3udget Resolutions. They have been added in recent
yealrs to the controls that already existed on budget authority and
outlays.

The control on direct loan obligations counts the total amount of
loan principal regardless of the terms of the loans. Primary guar-
antees suffer the same problem—the control is on loan principal
“any portion of which is to be guaranteed,” rather than on the new
contingent liability to the federal government.

One result of this situation is that one dollar of direct loans costs
the Committee a dollar in budget authority, while any amount of
guarantee loan is free of budget authority costs. - S
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If credit authority is arbitrarily cut, as it was in the Budget Res-
olution, the Committee is faced with a difficult choice. The Com-
mittee cannot substitute less expensive loan guarantees for direct
loans because guarantees are also limited. But, the Committee can
meet its credit targets by converting direct loans either for the
Export-Import Bank or for the Foreign Military Financing Pro-
gram into grants. The taxpayer clearly loses in this circumstance
because future revenues from the repayment of the loans are lost
but government expenditures remain unchanged. Yet, the finan-
cially irrational action of switching loans to grants complies with
and indeed is forced by the credit ceiling imposed by the Budget
Resolution.

A second problem with current credit budget practice is that it
gives incomplete and inaccurate information for spending deci-
sions. There is no aspect of current budgetary practice that is more
faulty than the treatment of credit programs. Experts on the feder-
al budget have been saying tor years that direct loans are over
priced and guaranteed loans ar« under priced relative to other non-
credit programs. A dollar in direct loans counts the same as a
dollar in grants in the budget year, notwithstanding the fact that
the direct loan will be repaid with interest. Guaranteed loans
appear free until there is a default. Then claim payments from
“guarantee reserve” funds crowd out new discretionary spending—
long after the guarantee commitment was made.

The sharp focus on the federal deficit has created a tendency to
favor guarantee loans over direct loans. Yet, if OMB subsidy esti-
mates are to be believed, Ex-Im Bank direct loans in 1989 cost 8.3
cents to the dollar, while a long-term Ex-Im Bank guarantee loan
cost 5.3 cents. The guarantees have long-term costs similar to the
direct loans they are replacing, but for budgetary purposes the
direct loans are largely overpriced and the guarantee loans are un-
derpriced.

The Committee believes that the Budget Resolution should not
address credit until such time as reforms have been adopted that
encourage informed rational financial decision making.

REPROGRAMMINGS AND NOTIFICATIONS

The Committee has worked to simplify and improve the repro-
gramming and notification process for several years. The Commit-
tee has recommended additional changes to section 528 of the Gen-
eral Provisions to improve this process. The Committee proposes
that notifications be required only for a project, program, or activi-
ty (1) not justified in the current congressional presentation docu-
ments, (2) the purpose for which is significantly different from the
purpose previously justified, or (3) for a country level which ex-
ceeds the level report required by section 653(a) of the Foreign As-
sistance Act. The notification required by the Committee is, in
effect, an update of the section 653(a) report for that country.

The Committee also has changed the term “major defense equip-
ment” to read “major defense items” in order to clarify that the
Committee wishes to be notified on major defense items not solely
limited to the official list of “major defense equipment.” The Com-
mittee wishes to be notified on politically sensitive proposed pur-
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chases, on executive aircraft purchases and on other items of conse-
quence that reasonably might be questioned.

COUNTRY ISSUES

AFGHANISTAN

The Committee is aware that following the Soviet withdrawal
from Afghanistan much work needs to be done to rebuild the coun-
try. Afghanistan has suffered incredible damage and destruction as
a result of Soviet occupation. Countless thousands have been killed
and approximately five million people have fled the country into
both Iran and Pakistan. Also several million people have been dis-
placed within the country itself. The outflow of refugees has contin-
ued despite the Soviet withdrawal as the war drags on.

Afghanistan has also suffered extensive damage to all sectors of
its economy. Entire villages have been destroyed, mines are present
throughout the countryside, and many vital irrigation systems
have been destroyed.

The Committee has called for the provision of $70,000,000 for
fiscal year 1990 in relief programs for Afghanistan. Of this amount
$13,500,000 will be for the U.S. contribution to the UN Afghanistan
Emergency Trust Fund. The purpose of this fund, established by
the Secretary General, is to coordinate the relief and reconstruc-
tion effort of the specialized agencies of the UN such as UNHCR,
UNDP, JNICEF, and WFP. The Committee expects that the coor-
dinator will ensure cost effective and non-duplicate UN actions. It
is also the Committee’s expectation that the U.S. contribution,
which will be mostly in the form of cash, will trigger significant
contributions from other donors.

The Committee remains firmly committed to the Afghan people
in their struggle for freedom and democracy and the rebuilding of
their country. For this reason the Committee has recommended
that the bilateral Cross Border program continue at a significant
level of funding. Undoubtedly there will continue to be a strong bi-
lateral program with Afghanistan in the future. However, provid-
ing the funds for the UN Trust Fund and emphasizing its impor-
tance to other donors is the most effective method of maintaining a
significant level of influence and of demonstrating our continued
commitment. The U.S. cannot afford to rebuild Afghanistan on its
own, ‘

Although the initial start-up of the Trust Fund activities in Af-
ghanistan was somewhat slow and uncoordinated, it remains as the
most viable multilateral mechanism to funnel international sup-
port into Afghanistan. In short the U.S. should take the lead in
promoting the use of this Fund, thereby demonstrating to Islamic
countries and the rest of the world the depth of our commitment to
the Afghan people as they rebuild their country.

Now that the Soviets have left Afghanistan, the Committee be-
lieves that the continuation of hostilities between Afghan factions
will increase the devastation and human suffering in that unfortu-
nzite country. The Committee urges all parties to seek a political
solution.
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CAMBODIA

The Committee is concerned about leaked discussions or public
assertions regarding the pros and cons of possible covert provision
of lethal assistance to the non-communist resistance forces in Cam-
bodia. The Committee strongly believes that covert funding chan-
nels should not be used to initiate questionable policies that would
be unlikely to enjoy significant bipartisan support if they were re-
qu.red to be funded through normal overt budgetary processes.

The Committee believes that highly controversial policies should
in normal circumstances be debated openly in Congress and shouvld
be funded through normal budgetary channels. Such debate ea-
hances the possibility of developing the solid, stable bipartisan sup-
port necessary in order to achieve consistent and lasting U.S. for-
eign policy. The Committee believes that lesson should be obvious
given the problem in recent years of developing sustainable foreign
policy relating to Nicaragua. American interests are not served b
foreign policies which are not sustainable and which are not broatii
ly supported in both political parties.

In this regard, the controversial issue of supplying lethal assist-
ance for the Cambodian non-communsit resistance fighters has not
been considered by the Committee. The Administration has made
no request for such assistance. Budget documents explicitly state
that the provision of lethal assistance has not been included in the
fiscal year 1990 foreign aid budget request for Cambodia. Conse-
quently, provision of such overt assistance is clearly subject to the
?otiﬁcation process of the Committee should it be requested in the
uture.

Clearly, the September 30, 1989, announced deadline for the
withdrawal of Vietnamese troops from Cambodia is cause for deep
concern about the possibility of civil war between the Soviet and
Vietnamese backed government of Hun Sen, the Chinese backed
Khmer Rouge ferces, and the non-communist resistance forces of
Son Sann and Prince Sihanouk.

The Committee believes that U.S. policy toward Cambodia should
be aimed above all else at rapid achievement of a negotiated politi-
cal solution. All Americans share the goal of excluding the Khmer
Rouge leadership from any role in a future Cambodian govern-
ment. While this goal of a political solution rather than a military
solution is widely shared, the most effective approach to its
achievement is a matter of great contention.

The Committee is concerned that the provision of lethal milita~y
assistance to the non-communist resistance could lead to an ex-
panded flow of weapons from China to the Khmer Rouge and from
the Soviet Union and Vietnam to the Hun Sen government, when
the desirable objective is a cessation of all arms deliveries. A new
program of lethal U.S, assistance could increase the likelihood of
greater civil strife, and decrease the chances for a timely negotiat-
ed solution that excludes the Khmer Rouge. The Committee is also
concerned about initiating a program of lethal aid when it is un-
clear what the eventual scope of that program could be. The Cim-
mittee believes that every program should be carefully considered
so that it doesn’t risk causing consequences which the United
States might regret. Thus, any Administration request for the use
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of funds to provide arms to the non-communist resistance will be
carefully considered and debated by the Committee. '

The Committee remains fully committed to support for the non-
communist resistance, and has provided for an increase in grant
aid to those forces of up to $2 million.

CARIBBEAN DEBT

The Committee notes with concern the severe debt problems
faced by countries in the English-speaking Caribbean. The Commit-
tee further notes that many of these countries debt burden is over-
whelmingly official debt, as is true in much of Sub-Saharan Africa.
For example, although Jamaica is identified as one of the Brady
Plan countries because of its commercial debt burden, its commer-
cial debt makes up only approximately 9 percent of its total debt.
The remaining 91 percent of Jamaica’s debt is held by multilateral
institutions or by bilateral sources. Clearly any plan to relieve debt
burdens in the English-speaking Caribbean must address official
publically held debt.

The Committee directs the Departments of Treasury and State to
report to the Committee concerning the current debt status of each
of the islands in the English-speaking Caribbean. The report should
clearly show all debt held by the United States government, the
program it relates to, and its terms and conditions. The report
ghould describe annual U.S. revenues received in payment on these
debts over the last five years and should further describe any debt
rescheduling or debi relief actions which have already occurred.
The report should also address how the United States is working
within international financial institutions to address the debt prob-
lem in the English-speaking Caribbean and what actions the
United States plans to address these problems as they concern offi-
cial United States government programs.

CHINA

The Committee shares the outrage of the American people at the
brutal actions taken by the Chinese government against the prode-
mocracy demonstrators at Tiananmen Square and elsewhere in
early June, and at the subsequent repression that the Chinese gov-
ernment has undertaken throughout the country since thes.

The President has condemned the actions of the Government of
the People’s Republic of China for its outrageous behavior and the
Administration has taken a number of important steps to demon-
strate in a concrete manner U.S. opposition to the repression in
China. These steps include:

—Suspending all exports of items on the United States M-ini-
tions List, including arms and defense related equipment, to
the People’s Republic of China.

—Suspending high level government-to-government contact be-
tween the United States and the People’s Republic of China.

—Ezxtending the visas of nationals of the People’s Republic of
China currently in the United States.

—Offering humanitarian and medical assistance to the injured
through the Red Cross.
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—Instructing United States representatives to international fi-
nancial institutions to seek delay in the consideration of loan
requests that are made to those financial institutions that
would benefit the People’s Republic of China.

—Suspending action on applications for the issuance by the
Overseas Private Investment Corporation of new insurance
and financing of investments in the PRC by U.S. investors.

—Opposing the further liberalization of the guidelines of the
group known as the Coordinating Committee regarding trade
with the People’s Republic of Chiya.

—Taking no further action to implenent the agreement for coop-
eration between the U.S. and the P'RC relating to the uses of
nuclear energy, thereby foreclosing the issuance of new li-
censes; and

—Suspending the license for the export of any U.S. manufac-
tured satellites for launch on launch vehicles owned by the
People’s Republic of China, including the two Aussat satellites
and the Asiasat satellite.

On June 29th, the House of Representatives voted unanimously,
418 to 0, for an en bloc amendment to the International Coopera-
tion Act of 1989, which expresses outrage over the killings and re-
pression carried out by the Gevernment of the People’s Republic of
Ch;‘na, and commending the President for the actions he has taken
8o far.

The Committee supports the amendment. The amendment em-
phasizes the need for the U.S. to speak in a bipartisan and unified
voice in response to recent events in China, and the need for the
President to have flexibility to respond to rapidly changing situa-
tions so that the long term interests of the United States are not
damaged.

The amendment calls on the United Nations to condemn the re-
pression and to call on the Chinese Government to enter into nego-
tiations with representatives of the prodemocracy movement.

The House amendment expresses concern for human rights in
Tibet and concern about the prospects for direct elections and
human rights in Hong Kong under the agreement on reversion
scheduled to take place in 1997.

The amendment also commends the President for providing
refuge to Fang Lizhi and Li Shuxian at the United States Embassy
in Beijing.

The legislation calls for the further suspension of activities of the
Overseas Private Investment Corporation and the U.S. Trade and
Development Program in the People’s Republic of China, and the
suspension of issuing licenses for the export of any defense article
on the United States Munitions List, the export of any crime con-
trol or detection instruments or equipment, the export of a satellite
of United States origin that is intended for launch from a launch
vehicle owned by the People’s Republic of China and licenses deal-
ing with nuclear cooperation with the People’s Republic of China.
The President is also directed to negotiate within the Coordinating
Committee a suspension of any liberalization of export controls.

The termination of these suspensions would depend upon the
President making a report that the Government of the People’s Re-
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public of China has made progress on a program of political reform
throughout the country, including Tibet, which includes—

~—Lifting martial law; 4

—Halting of executions and other reprisals against individuals
for the nonviolent expression of their political beliefs; '

—Release of political prisoners;

—Increased respect for internationally recognized human rights,
including freedom of expression, the press, assembly, and asso-
ciation, and; ‘

—Permitting a freer flow of information, including an end to the
jamming of Voice of America and greater access for foreign
Journalists; or,

—That it is in the national security interests of the United
States to terminate the suspensions.

The Committee strongly supports the provisions of the House
passed en bloc amendment on China. It expects that the Adminis-
tration and Congress will work together to carry out the terms and
the spirit of the amendment so that it is very clear to the Govern-
ment of the People’s Republic of China where the American people
stand on this issue.

CyPRUS

The Committee believes that the fifteen year division of the Re-
public of Cyprus has had a negative effect on U.S. relations with
Turkey and Greece and on relations between those two NATO
allies. The Committee feels strongly about the division of Cyprus
and believes that a lasting solution cannot be reached unless and
until foreign military forces are first removed from Cyprus.

The Committee encourages Turkey, Greece, the Turkish-Cypriot
community and the government of Cyprus to work sincerely to
take advantage of the current negotiations. In addition to the other
criteria which the Committee takes into consideration in determin-
ing aid levels, it will weigh heavily respective efforts to end the di-
vision of Cyprus in the near future.

Eaypr

The Committee is deeply concerned about the serious economic
problems that Egypt continues to face. The severity of Egypt's eco-
nomic situation was recently outlined in an AID report earlier this
year which said:

Over the past decade, the Egyptian economy has under-
gone a gradual but steady deierioration, due largely to in-
efficient use of its considerable economic resources. Rigidi-
ties in the prices of energy, utilities, food and other com-
modities and extensive government controls over produc-
tion activities have caused major imbalances in the struc-
ture of the economy as investors and decision makers re-
acted to improper signals. Until the mid-1980’s, the delete-
rious effects of these policies were largely masked by
strong increases in the inflows of external resources.
During the last four years, however, stagnant or declining
levels of external inflows, coupled with rising debt service
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obligations, are placing substantial pressure on Egypt's
f}‘Judget, balance of payments, and economic growth per-
ormance.

The Committee has earmarked a total of $815,000,000 in econom-
ic support and development assistance for Egypt. Of this amount
$115,000,000 may be provided as a cash transfer with the under-
standing that Egypt will undertake significant economic reforms
which are in addition to those undertaken in previous fiscal years.

The Committee is providing this assistance because Egypt is a
close friend of the United States in an important region of the
world and because of Egypt’s positive role in the search for peace,
especially through its participation in the Israeli-Egyptian treaty.

The Committee reiterates its concern that Egypt make additional
changes in its economic policy and carry out additional economic
reforms to improve this very serious situation.

That is why the Committee is providing $115 million in cash
transfer for fiscal year 1990 only if Egypt undertakes significant
economic reforms which are in addition to those undertaken in pre-
vious fiscal years.

The Committee believes that cash transfers remain useful tools
to cushion the implementation of economic reforms the Egyptian
government may carry out. However, providing cash transfers
without additional economic reforms would only perpetuate bad
economic policies and result in the waste of taxpayers’ money.

The Committee has been made aware of Administration discus-
sions about the use of special Presidential authorities to waive the
“Brooke Amendment” which requires that recipients of foreign as-
sistance repay their prior American foreign assistance loans. The
Committee believes that such a use of these special authorities
would quickly result in their legislative curtailment. The Egyptian
economic crisis is not a short term problem and its solution will
not be speeded by higher and higher levels of foreign assistance or
debt relief. Significant economic policy changes, though politically
difficult, hold the only realistic possibility of stable, consistent im-
provements in Egyptian living standards.

EL SAaLvaDoRr

With the recent election of a new President in El Salvador, U.S.
policy toward that beleaiured country faces a crossroads. Over the
past five years, though there have been many misgivings about as-
pects of the policy, there has been a general, bipartisan consensus
to support former President Duarte and his Christian Democratic
government. President Duarte served his country with courage and
personal integrity. His democratic principals and dedication to the
advancement of political and human rights were well known. It
was understood that Duarte’s ability to achieve national reconcilia-
tion was severely limited by the intransigence of extremists on
both the left and the right in El Salvador. Nevertheless, the Com-
mittee applauds El Salvador's political progress under President
Duarte: the establishment of a free and fair electoral system; some
imgrovement in respect for human rights, freedom of speech, press,
and assembly; efforts to resolve the civil conflict through dialogue
and negotiation, including participsi.on in the Esquipulas IT agree-
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ment; and the opening of the political process to participation by
the nonviolent left.

Newly elected President Cristiani is faced with the enormous
challenge of overcoming the ARENA garty’s reputation for advoca-
cy of violence, political extremism and antipathy toward the legiti-
mate aspirations of El Salvador’s working class. Elements of that
party have even on several occasions threatened U.S. diplomats. To
the extent that Mr. Cristiani is willing and able to lead his party
and the government on a path which builds upon President
Duarte’s accomplishments in human rights, democratic institution-
building, improving the distribution of income, and opening the po-
litical system to all nonvi.lent elements, this Committee believes
that U.S. support for the Salvadoran government can continue.
That support should be conditioned, however, on continued
progress in making the armed forces, and others who have engaged
with impunity in political violence, including the *MLN, accounta-
ble for criminal acts; consolidation of democratic institutions, and
willingness to achieve national reconciliation through the mecha-
nism of the Esquipulas II peace accords.

In accordance with the House passed authorization the Commit-
tee has included language in the bill liiniting military assistance to
El Salvador to $85,000,000. The Committee notes that the authori-
zation contains additional requirements to the effect that these
funds will be tranched so that up to 609% can be made available
after October 1, 1989 subject to Presidential determination. This de-
termination will require the President to certify that the govern-
ment and Armed Forces of El Salvador (1) were actively seeking an
equitable political settlement to the conflict (2) made demonstrated
progress in protecting internationally recognized human rights and
(3) made demonstrated progress in respect for and protection of the
rights of freedom of press, speech, assembly and association, inter-
nationally recognized worker rights and other attributes of political
pluralism and democracy.

In addition the authorization requires that after April 1, 1989 the
remaining 40% may be released subject to the same certification
requirement. Military assistance may not be obligated during the
30-day period after the President submits his certification on both
occasions. Expenditures after those 80 day pericds shall be subject
to any joint resolutions of disapproval enacted by Congress. The
Committee has also withheld $5,000,000 in Economic Support As-
sistance pending significant progress in several murder cases in-
cluding the January 1981 killing of Michael Harrmer, Mark Pearl-
man, and Jose Rodolfo Viera, and the September 1988 massacre of
ten peasants near the town of San Francisco, El Salvador.

Regarding human rights, the Committee notes that there has
been some progress in the investigation of the murder of ten peas-
ants near the town of San Francisco in September 1988, and that
two military officers and several enlisted men have been arrested.
The Committee expects to see further demonstrable progress in
that case prior to agreeing to release of the $5,000,000 withheld.
Unfortunately, progress in several other cases of importance to the
establishment of the rule of law has not been encouraging.

The Committee is especially distressed over the incomplete inves-
tigation and the failure to prosecute those responsible for the
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March 24, 1980 murder of Monsignor Oscar Arnulfo Romero, Arch-
bishop of San Salvador. Next year will mark the tenth anniversary
of his assassination, yet the case remains unresolved. Because of
his prominence in the Catholic Church and his reputation for pro-
moting respect for human rights, the successful prosecution of his
murderers would be viewed as a step toward the establishment of
Jjustice in El Salvador. The Committee was encouraged by the
amount of attention this issue has received in El Salvador, which
we hope reflects the political will of the Salvadoran government to
resolve the case. However, the Committee is extremely disturbed
by the December, 1988 decision of the Salvadoran Supreme Court
to dismiss the extradition proceeding against Rafael Alvaro Sara-
via, a suspect in the case, and by its ruling that the testimony of
Antonio Amado Garay, a key witness in the case, was too old and
contradicted that of other witnesses. The Committee also is aware
of the fact that bsth Dr. Ricardo A. Zamora of San Salvador’s
Fourth Penal Court and Attorney General Dr. Roberto Garcia Al-
varado, in January, 1989, stated that the case of the assassination
of Monsignor Romero is still open. Developments in the case will
be followed carefully by the Committze. It is the expectation of the
Committee that the Salvadoran justice system will prosecute this
case in an expeditious manner. In the 1981 “Sheraton” case involv-
ing the murders of Michael Hammer, Mark Pearlman, and Jose
Rodolfo Viera, the Committee urges the incoming government of
President-elect Cristiani to explore all possible means of reopening
the case against the intellectual authors of the crime.

The Committee notes with satisfaction the 1988 decision by the
government of El Salvador that the case of the June 19, 1985 mur-
ders of four U.S. Marines assigned to our Embassy in El Salvador
is not subject to that country’s amnesty law. The basis for the gov-
ernment’s ruling, as the Committee understands it, was a finding
that the Marines were internationally protected persons under
international law and thus were protected by the Vienna Conven-
tion on Diplomatic and Consular Relations and by the 1973 New
York Convention on Terrorism against [nternationally Protected
Persons. El Salvador’s constitution provides that the government’s
international treaty obligations supercede local statutes, thereby
making the domestic amnesty law inapplicable in this case. The
Committee urges the newly elected government of El Salvador to
stand by the former government’s decision to deny amnesty in this
case, and is pleased to note that the case remains under investiga-
tion, with two additional suspects now in custody. The Administra-
tion is expected to closely monitor legal developments in the case
as it progresses through the Salvadoran legal system and to keep
the Committee informed of the case’s status.

Since 1982 the human rights situation in El Salvador had been
“improving” in the sense that the large numbers of civilians being
killed for political reasons had been declining. In the past year,
however, this trend has been reversed. Violent abuses by the
Army, the FMLN, and death squads have intensified dramatically.
The record of the Salvadoran government on prosecution and
criminal punishment of officers from the Salvadoran Armed Forces
remains dismal. The government seems to continue to be unable to
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firmly establish the rule of law for dealing with perpetrators of
human rights violations. ,

- The Committee notes and condemns recent actions of the guerril-
la forces apparently designed to polarize the political situation and
increase violence. These incidents include the issuance of death
threats to 214 of El Salvador’s 262 elected mayors and the murders
of 10 of those officials; the bombing of the home of the mother of
the Minister of Defense; the assassination of Miguel Castellanos,
guerrilla defector and prominent political editorialist; the bombing
of the home of the Vice President-elect, in which one of his chil-
dren was injured; the assassination of Attorney-General Garcia and
other incidents of terrorism. The insurgents’ policy of political
murder, which appears designed in part to silence the voices of
those whose political opinions the insurgents find disagreeable,
calls into question their willingness to participate in a free and
open democratic system.

In regard to actions attributed to government forces, or private
elements operating with official sanction, the Committee expresses
its deep concern over a number of incidents inappropriate to any
free and open democracy: threats, both physical and verbal, against
churches and church-affiliated groups working with the poor and
the dispiaced, such as the bombing of the offices of the Lutheran
Church of El Salvador and anonymous death threats against Lu-
theran Bishop Medardo Gomez. Also cause for grave concern are
reports of public allegations by the Salvadoran Armed Forces
Public Relations Office claiming that the Catholic Archbishopric’s
Legal Aid Office is a front for the insurgents, and distribution of
political propaganda regarding the nonviolent left. In the Commit-
tee’s view, it is unacceptable for a military organization, in a civil-
ian democracy, to issue such allegations against private groups.

The Committee is also concerned about reliable reports that mili-
tary personnel are arbitrarily preventing neutral medical person-
nel from traveling in areas of conflict, and have delayed the deliv-
ery of food shipments to noncombatants in those areas. The Com-
mittee expects the government of El Salvador to adhere fully to Ar-
ticle 23 of the Fourth Geneva Convention of 1949 regarding the
passage of medical and hospital stores, religious objects, and food-
stuffs destined for certain classes of noncombatants. Failure to
comply with these provisions will compel the Committee to consid-
er dconditions on the provision of U.S. economic assistance to El Sal-
vador,

The Committee has heard from some of the agencies that admin-
ister or support humanitarian assistance programs to civilians in
rural El Salvador that aid providers are finding it increasingly dif-
ficult to carry out their programs. Agency staff often are not al-
lowed to travel to rural communities in conflict zones. In many
cases, access is denied by local military commanders despite the
fact that personnel carry safe conduct passes issued by the military
high command. Shipments of food, medicine, and construction ma-
terials frequently are denied access to their intended beneficiaries.
As a result, the already marginal existence of many rural Salva-
dorans is becoming even more desperate.

The Committee urges the Adminieiration to use its influence
with the government and armed forces of El Salvador to help re-



48

solve this problem. Recognition of and respect for the impartialit,
of established humanitarian organizations must be encouraged.
The Salvadoran government and armed forces must be called upon
to reaffirm, in deed and practice, the right of civilians to receive
tl;zdsessential supplies and services needed to meet basic human
needs.

The Committee is also concerned about the recently proposed
Code of Penal Reform pending before the Salvadoran legislature.
This proposal if enacted would severely restrict the freedom of as-
sembly and the press. The Committee notes that enactment of re-
strictive laws which remove freedom of individuals in a democrac-
tic country usually have the opposite effect of what is intended.

EtHioPIA

The Committee continues to call on the Government of Ethiopia
to undertake policies that will assure that civilian workers, inciud-
ing international private voluntary organizations, are able to deliv-
er food and assistance to people in need in Ethiopia. War and natu-
ral disasters have created a continuing emergency food and health
situation in Ethiopia and actions taken by that government to pre-
vent the delivery of humanitarian assistance is inexcusable.

The Committee continues to be concerned that forced resettle-
ment and villagization may again be initiated in Ethiopia. The
Committee has kept a provision in the bill that requires that no
funds in the bill be available for forced resettlement or villagiza-
tion in Ethiopia.

The Committee is also concerned that the Government of Ethio-
pia is not permitting Jewish Ethiopians to immigrate out of the
country. There are currently up to 20,000 Jews remaining in Ethio-
pia, most of who are women, children, the elderly and the infirm.
’_I‘hfS grefit majority wish to join their parents, children and siblings
in Israel.

Consistent with the United States Government’s concern for
human rights, particularly, family reunification, the Committee
urges the Government of Ethiopia to permit Ethiopian Jews to ex-
erﬁise their right to reunite with their families in Israel and else-
where.

GHANA

In its annual submission to Congress earlier this year, AID noted
that Ghana is “in the forefront of African countries striving to re-
structure and revitalize their economies through the developmental
dynamics of a free market economy.” Yet, in spite of its strong
commitment to economic policy reform, Ghana has received dispro-
portionately low levels of assistance from the United States. In the
three years before the Development Fund for Africa (DFA) was
adopted (fiscal years 1985 through 1987), Ghana received only
about §7 million in economic aid from the United States.

The Committee is troubled by this failure to assist a country that
has done virtually everything that has been asked of it by the
international community. While the Committee notes that AI% has
been slowly increasing assistance, the l-vels for Ghana are still
paltry. For example, AID expects to provide about $29 million in
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economic aid to Ghana during the first three years of the DFA
(fiscal years 1988 through 1990). At that level, Ghana, one of the
best economic performers in sub-Saharan Africa, won't even rank
among the top 15 recipients of U.S. economic assistance to sub-Sa-
haran Africa. The $15 million Ghana may receive in 1990 will only
put it on the same level as Liberia, which has clearly been one of
the worst performers in Africa.

AID has stated that it expects to allocate funds within the DFA
on the basis of good economic performance, but that is clearly not
reflected in the proposed allocations for Ghana. Consequently, the
Committee strongly recommends that AID substantially increase
funding provided to Ghana under the Development Fund for
Africa, both in fiscal year 1990 and fiscal year 1991. The Commit-
teefaf_does not believe that the fiscal year 1990 request for Ghana is
sufficient. '

GREECE AND TURKEY

The Committee continues to be encouraged over the dialogue
that has developed between Greece and Turkey during the past
{}aar. The Committee believes that it is a major interest of the

nited States for Greece and Turkey to resolve their differences,
which have existed for so long, through this process.

While the Committee understands that this is a beginning and
much work has to be done, it also hopes that future discussions will
lead to progress in reducing regional tensions, strengthening the
southern flank of NATO, bringing about a solution to the bilateral
dispute over the Aegean, and achieving substantial progress toward
a just and lasting settlement of the Cyprus dispute.

GUATEMALA

The Committee continues to strongly support efforts to consoli-
date democratic civilian government in Guatemala, but is con-
cerned about persistent reports indicating that high levels of
human rights violations continue in Guatemala. Some human
rights monitoring organizations report that Guatemala may have
one of the hemisphere’s worst human rights record. The Committee
is concerned that the elected government, which receives consider-
able assistance from the United States, has made little progress in
fulfilling pledges to expand labor rights, end human rights viola-
tions by government forces, negotiate a political solution to Guate-
mala’s insurgency, and redress the economic and social grievances
of Guatemala’s desperately poor.

The Committee acknowledges the improvements in human and
political rights since President Cerezo’s inauguration, including the
establishment of a democratic political process after 30 years of
military rule. The Committee is concerned that the progress in
these areas may have been reversed. It will be very difficult to sup-
port continued high levels of Economic Support Assistance, and
any military assistance, if human rights abuses are not reversed.

The Committee is especially concerned about instances of harass-
ment and violence against members of Guatemalan human rights
organizations and citizens who oppose forced participation in civil
defense patrols by members of the Guatemalan armed forces and
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security forces. Alleged abuses include extrajudicial killings, disap-
pearances, death threats, arbitrary arrests, illegal detentions, beat-
ings and other forms of mistreatment. ' ,

The Committee is disturbed by reports that since the Council of
Indigenous Communities (CERJ) was formed in July 1988, at least
six of its members have disappeared or been killed. The Committee
urges the Government of Guatemala to determine the whereabouts
of the four members of CERJ who were kidnapped in early April
1989 and who remain missing: Luis Ruiz Luis, Macario Pu Chava-
lan, Agapito Perez Lopez, and Nicolas Mateo.

The Committee is deeply troubled by persistent reports that gov-
ernment forces in many cases do not abide by Article 34 of the
Guatemalan constitution which specifically states that no one may
be forced to serve in self-defense associations (also known as Civil
Defense Patrols). Indian men in particular have been subjected to
death threats and other types of harassment, and some have alleg-
edly been killed, for expressing opposition to Civil Defense Patrols.
The Committee believes that it is essential for the Government of
Guatemala to ensure that participation in Civil Defense Patrols is
voluntary in practice as well as in law.

The Committee is pleased with the government’s good faith ef-
forts to adopt structural economic reforms and revitalize Guatema-
la’s economy. Guatemala’s economic progress can serve as an ex-
ample to other nations in the region which have resisted reform.

However, overall economic improvements in Guatemala have yet
to benefit that nation’s rural poor. Despite its relatively robust
economy, Guatemala retains one of the worst distributions of
wealth in the hemisphere. Large percentages of the urban and
rural population are below the absolute poverty level and the tax
system remains archaic. Only sixteen percent of Guatemala’s chil-
dren have been immunized. Its mortality rate for children under
five is higher than those of El Salvador and Nicaragua, and for
rural Indian children, the infant mortality rate is one of the high-
est in the world. The Committee believes that Guatemala needs to
take steps to address social as well as economic issues in their
country. ‘

Harm

The Committee recognizes that the Avril Government has taken
some positive steps toward meeting the conditions set by Congress
for a resumption of aid to Haiti, and to restore order and place the
country back on the path toward democracy. In March, President
Avril restored the bulk of the 1987 Constitution. An electoral com-
mission has been created to oversee a timetable for free elections.
Steps have been taken to purge military officers suspected of drug
trafficking. Hence, the Committee believes U.S. assistance should
be provided incrementally, to respond to specific actions by the
Government of Haiti which foster the return to a democratic socie-
ty in that country.

Specific actions to be taken by the Government of Haiti should
include steps to implement a transition to democracy; disarm and
restrain the remnants of Duvalier’s Tonton Macoutes; reform the
armed forces and especially as regards the rural section chief-
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system; and reform the Haitian bureaucracy to reduce corruption.
Once these and other steps outlined by the Committee have been
completed and the 1987 Constitution is in force, it is the expressed
hope of the Committee that further progress necessary for regular-
ized assistance to Haiti will be achieved.

The human rights situation in Haiti reinains complicated. There
are continued abuses in Port-Au-Prince and the provinces. Al-
though the Government has dismissed hundreds of military and
government personnel as a result of human rights abuses and cor-
ruption, more effort is needed to ensure respect for the human
rights of the Haitian people. Moreover, specific steps are necessary
in Haiti to improve the observance of internationally recognized
human rights and to provide an effective judicial process which
will enforce prosecution of human rights violators.

In light of these conditions, it is premature to say that democra-
¢y is at hand in Haiti. However, the Avril Government has held its
pledge to date both to serve as a transition government and to pave
the way for a freely-elected civilian democracy.

To assist the government of Haiti in moving toward these objec-
tives, the Committee again recommends conditions on the assist-
ance for fiscal year 1990. Prior to obligation of the economic sup-
port, development and military assistance funds, the Committee re-
quires that the President certify that the conditions in Section 559
of the bill have been met. In addition an exception for a Presiden-
tial waiver of these prohibitions has been inserted to allow some
flexibility to respond to changing circumstances.

The Committee notes that the U.S. has provided assistance to
eradicate swine flu in Haiti. It also understands that there is cur-
rently a need for APHIS-USDA to send in a veterinarian to assist
with the diagnostic laboratory at the Haiti station. The Committee
has included bill language which would allow assistance for the
control of swine flu in Haiti and urges that these steps be taken to
help achieve that goal.

Honcg Kong

Given our extensive trade with Hon. Kong, the growing refugee
problem in Hong Kong and China’s dismal human rights record,
the Committee urges the Secretary of State to ensure that our
China policy includes a strong concern for fostering democracy and
?umgg'zrights in Hong Kong before the Chinese takeover scheduled
or 1997,

Pursuant to the 1984 Sino-British declaration, Chinese sovereign-
ty will cover Hong Kong in 1997. The declaration guarantees that
Hong Kong’s capitalist system will be protected for 50 years after
1997 and that the territory will be governed as an autonomous
region. The Committee notes with concern, however, the decision
by the British government to postpone partial direct legislative
eﬁactions in Hong Kong until 1991, and China’s draft post—1997
constitution that will prevent any full direct elections in Hong
Kong until at least 2012. The Committee is also aware that pessi-
mism over 1997 has led to an increasing flow of persons from the
colony—in 1990, as many as 60,000 citizens may leave the territory.
In light of the recent violence in Beijing, these numbers can only
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be expected to rise. The Committee believes that the United States’
overall interests will be strengthened by diplomatic and political
support for democracy in Hong Kong.

The Committee has included a general provision in the bill ex-
pressing the sense of Congress that the President and Secretary of
State should convey to the People’s Republic of China and the
United Kingdom strong concerns over the absence of full direct
elections in the colony and lack of independent human rights guar-
antees in the draft Basic Law, pending the colony’s scheduled re-
version to China in 1997.

LEBANON

The Committee notes with alarm the deteriorating situation in
Lebanon. Since the resumption of fighting in mid-March, more
than 400 people have been killed, and more than 1,700 wounded.

Casualties of the recent escalation in violence have included not
only large numbers of civilians but also much of the basic infra-
structure of Beirut. At least seven hospitals in various sections of
the city have been damaged by rockets, including the American
University Hospital and the American University of Beirut.

The Committee is deeply concerned about the health and safety
of noncombatants in Lebanon, and about the increase in violence
and attacks by both sides. These attacks have resulted in physical
harm to individuals from non-government organizations (NGO’s)
trying to operate in a neutral fashion. The Committee strongly con-
demns interference by any side in the operations by NGO'’s, who
seek only to provide essential humanitarian relief to the innocent
people of Lebanon.

The Committee encourages the Administration to continue the
provision of humanitarian assistance as the situation warrants,
particularly with regard to the needs of children and has included
an earmark of $7,500,000 in development and economic support as-
sistance. Should the situation in Lebanon improve, the Committee
will consider Administration requests for additional relief assist-
ance.

LiBERIA

The Committee expresses concern over the persistent lack of
progress in human rights and in economic adjustment in Liberia.

Last year, two Americans were among the victims of human
rights abuse in Liberia: James Bush and Curtis Williams. Despite
President Doe’s announcement of their participation in an alleged
“invasion”, only pressure from the U.S. Congress and the Depart-
ment of State won their release. Hence, the Committee strongly
recommends careful monitoring of human rights patterns in Libe-
ria and the imposition of human rights conditionality before the re-
lease of economic and military aid to that country.

Moreover, the Committee hopes to see significant progress by the
Doe Government in permitting political party preparation for the
upcoming 1991 legislative and presidential elections. U.S. condition-
ality on assistance should also outline steps for a freely-elected ci-
vilian democracy in that country.
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According to AID analysis, Liberia lacks a necessary economic
policy framework for structural adjustment. Uncontrolled extra-
budgetary expenditures and endemic corruption remain unchecked
in Liberia. As a result, most bilateral and multilateral aid have
been suspended by the United States. Likewise, the Committee rec-
ommends that economic and military aid be linked to structural
reform performance.

The Committee has included a provision in the bill that requires
Congressional notification for U.S. funded assistance in Liberia
during fiscal year 1990.

Marawn

The Committee is concerned that the Government of Malawi is
not taking adequate steps to address the issues of health and edu-
cational development and to address concerns related to personal
freedom in the country. Although the government has taken sever-
al positive steps toward economic reform, Malawi has one of the
worst standards of health and education on the continent of Africa.
More than seventy-five percent of the population is illiterate, and
the number of women in this category exceeds 80 percent. Malawi
also has one of the highest rates of infant mortality in the world.

The Committee believes that the Agency for International Devel-
opment should accelerate programs that will help improve the lives
of poor people in Malawi. If U.S. assistance is going to be used to
push the country toward economic reform, it should also be used to
move the country toward reforms in health and education.

The Committee is also concerned over reports of human rights
ab:lses,' including the closing or censuring of newspapers in

awi,

These issues also need to be reviewed in developing the level of
U.S. assistance that is to be provided to Malawi.

MEexico

The Committee urges the Mexican government to participate
with the United States in the construction of a joint international
treatment facility to alleviate the problem of renegade flows of raw
sewage from Tijuana, Mexico into San Diego, California.

Morocco

The Committee wishes to express its support for the efforts un-
derway to resolve the conflict in the western Sahara, and encour-
ages King Hassan II to continue to take the steps necessary to pro-
mote a solution to this conflict and bring peace to his people.

The Committee also commends Morocco for fostering a culture in
which Moslems, Jews, Berbers, and Christians can live together
harmoniously, and for safeguarding freedom of worship and full
economic and political participation as guaranteed by the Constitu-
tion. The Committee notes with great satisfaction the January 1989
meeting at Marrakesh between King Hassan and representatives of
the Polisario Front, and strongly encourages further discussions.

The Committee appreciates the efforts of the U.N. Secretary-Gen-
eral to work toward a lasting peace in the Western Sahara and
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supports the holding of an internationally-supervised referendum.
The Committee urges the Administration to make every effort to
enlcourage all parties to the conflict to pursue a negotiated political
solution.

In recognition of Morocce’s long history of friendship and coop-
eration with the United States, the Committee fully supports a
stable Morocco and recommends full funding of Morocco’s economic
and military assistance for fiscal year 1990.

MozAMBIQUE

The Committee is concerned over the continuing conflict in Mo-
zambique and the human rights abuses being inflicted by the insur-
gent group RENAMO. Mozambique has been at war since its gov-
ernment came to power in 1975. Recent reports of possible talks be-
tween the government and RENAMO are encouraging; however,
the Committee is concerned over the misery that continues to
exists while that conflict in Mozambique is unresolved.

Human rights abuses have been reported for both the govern-
ment military and RENAMO. However, there is overwhelming evi-
dence of vast and continuing abuses by RENAMO. Witnesses ap-
pearing before the Committee, both outside and from the Adminis-
tration, pointed out the atrocities being committed by RENAMO.
The U.S. Committee on Refugees testified before the Committee
that, “The magnitude of RENAMO’s record of gratuitous violence
and disregard for human life—of murder and mutilation, rape and
pillage—makes them stand in a-class of their own, or one inhabited
by a few other monsters like Pol Pot, Idi Amin, and Adolf Hitler”.

The Department of State in its annual Human Rights Report in-
dicated:

RENAMO has tortured, maimed, and mistreated both military prisoners and civil-
ians. Numerous eyewitnesses have confirmed that RENAMO mutilates civilians be-
lieved to sympathize with the Government by cutting off noses, ears, breasts, and
lips. Thousands of Mozambicans, including children, are reported to have undergone
such disfigurement. In some instances, villagers have been compelled to watch as

civilians who had attempted to escape or refused to obey RENAMO orders were
slowly hacked to death with machetes or burned alive in their home.

The level of human rights abuses has been documented in a
report prepared for the Department of State entitled ‘“Report On
Mozambican Refugees”. This report indicates that 100,000 is a con-
servative estimate of the number of civilians that have been mur-
dered by RENAMO. In addition to murder, the report indicates
cases by RENAMO of systematic forced portering, beatings, rape,
looting, burning of villages, abductions and mutilations.

The Committee condemns the abuses by RENAMO and feels that
international attention should be paid both to this situation and to
the need to bring the conflict in Mozambique to an end. The Ad-
minfjlstration is encouraged to continue efforts to resolve this tragic
conflict.

NICARAGUAN RESISTANCE

The Committee is concerned by reports from U.S. physicians and
church workers active in Nicaragua, as well as human rights orga-
nizations, about instances of kidnappings and forced recruitment
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by members of the Nicaraguan Resistance. Victims allegedly in-
Cfl'lde women, minors, health workers, farmers, and others.

The Committee has urged the State Department to investigate
this matter immediately and thoroughly. The Committee believes
that all Nicaraguan Resistance camps in Honduras should be open
to international humanitarian organizations, and that all people in
those camps should have free access to representatives of those or-
ganizations so that they may express freely their desire to remain
with the Resistance, be repatriated to Nicaragua, or obtain the
status of refugee.

PakisTan

The Committee is encouraged by events in Pakistan relative to
principles of democracy and the maintenance of political stability.
All sectors of Pakistani society joined together to ensure that the
elections in November of 1988 were carried out in a peaceful and
responsible manner. The transition from the caretaker government
to the newly elected government went smoothly and was in accord-
ance with the Pakistani constitution. The Committee is extremely
pleased with the emergence of a democratically elected government
in Pakistan. The Committee also notes that respect for human
rights in Pakistan has improved in recent months and the meeting
of the Prime Ministers of India and Pakistan in December of 1988
has improved the prospects for improved relations between those
two countries. In recognition of the need to maintain close and last-
ing ties with the United States, the Committee has earmarked Eco-
nomic Support and Development assistance and Foreign Military
Financing assistance at not less than the levels provided in fiscal
year 1989,

The Committee is also encouraged by the renewed commitment
of the new government to control the growth and flow of narcotics
from this region. Pakistan, for the first time this year, agreed to
the extradition of an individual who will stand trial in the U.S. for
?rug smuggling. More cooperation on this front is expected in the
uture.

In the area of production, the anticipated yields from this year’s
crop are expected to be lower than in the past two years. Produc-
tion has been high at approximately 205 metric tons in each of
those years. The Committee expects this downward trend in pro-
duction to continue. The Committee expects that more progress
will occur in the areas of destruction of drug processing laborato-
ries and the enactment of tougher laws to punish those who trade
in illegal drugs.

The Committee continues to be concerned about Pakistan and
nuclear weapons. Current law, Sec. 620E(d) of the Foreign Assist-
ance Act of 1961, allows the President to waive the requirements of
Sec. 669 of the Foreign Assistance Act until April 1, 1990 for Paki-
stan. The President has also been required to submit reports on the
levels of uranium enrichment which Pakistan has reached. The re-
cently passed authorization bill (Sec. 924, H.R. 2655) requires the
President to certify that Pakistan does not possess a nuclear explo-
sive device and that the proposed United States assistance program
will reduce significantly the risk that Pakistan will possess a nucle-
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ar explosive device, prior to the furnishing of any assistance to
Pakistan after April 1, 1990.
PANAMA

The Committee remains greatly concerned about the situation in
Panama, particularly in light of the Noriega regime’s blatant elec-
toral fraud in the May 1989 elections, and the subsequent violent
abuses of human and political rights by the Panama Defense
Forces and their paramilitary offshoot, the so-called “Dignity Bat-
talions,” under General Manuel Antonio Noriega’s orders. The
Noriega regime's actions during and after the elections make it
perfectly clear that democratic institutions will continue to be sti-
fled in Panama as long as he remains in power.

The Committee supports the Administration’s policy to strongl
encourage a regional solution to the Panamanian situation throug
support for initiatives by the Organization of American States and
regional political leaders to achieve national reconciliation. Pend-
ing success through these efforts, the Committee has continued the
prohibition of most forms of assistance to the Noriega regime. The
Committee directs the Administration to provide notification before
any assistance is provided to Panama in fiscal year 1990.

PHILIPPINES

The Committee is strongly supportive of democracy in the Philip-
pines. In 1986, following Mrs. Aquino’s speech to Congress, the
Committee proposed a %200 million supplemental appropriation.
The Committee has provided $240 million in additional appropria-
tions above Presidential requests during the last three years. From
1985 to 1989, the Committee provided $1.76 hillion, almost twice
the $900 million contained in the “best efforts pledge” in the base
agreement. Since 1986, the Aquino government has received an av-
erage of $373 million annually, 106 percent higher than the Marcos
government received from 1981 to 1985.

Since 1986, American generosity, Japanese generosity, funds
from the World Bank and the Asian Development Bank, and from
other countries, combined with a tightening of financial controls in
the Philippines and enormous adjustments in the Philippine bu-
reaucracy and political leadership have created a $4.1 billion dollar
foreign assistance pipeline. Since 1986, that pipeline has grown 37
percent. Project disbursements from the pipeline during the same
period have decreased from $321 million in 1986 to $305 million in
1987 to $250 million in 1988. The project pipeline now has a 6.8
percent disbursement rate (over 13 years) rather than an optimal
rate of 20-35 percent (4-5 years).

Incrersing amounts of fast disbursing foreign aid have been
spent to encourage economic policy changes. However, the Philip-
pine people are receiving fewer direct benefits and little improve-
ment 1n their rural living standards. This management crisis in the
existing program must be radically imﬁroved if the Philippine gov-
ernment is going to successfully fight the rural poverty which feeds
the communist insurgency.

Problems also exist in some economic reform areas. For example,
the privatization program is proceeding slowly despite its double
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benefit of removing financial drains from the budget and earning
revenues from asset sales. Only 82 of 890 acquired businesses have
been fully disposed of; 48 more have been partially privatized. The
record on parastatals is worse; 118 approved for sale, but only 9
fully sold and only 5 partially sold.

Now, the Committee is asked to consider an increase in funding
from $311 million in fiscal year 1989 to $481 million in fiscal year
1990, a 54 percent increase related to a new two year amendment
to the bases agreement. Further, the Committee is asked to fund a
new multilateral assistance initiative (MAI) for $200 million for
each of the next five years. Full funding of the 1990 requests for
the Philippines would result in an assistance increase exceeding
100 percent despite the deep management crisis in the existing pro-
grams,

The Committee recognizes the unique American history and rela-
tionship with the Philippine people and has attempted to find suffi-
cient funding for the request for the Philippine programs despite
severe budgetary constraints.

Despite this large increase, the Committee believes that the reso-
lution of many important Phillipines problems are tied much more
closely to internal Phillipines actions than to increased aid levels.

Human rights violations in the Philippines are constantly being
reported to Congress. While some reforms have been undertaken,
the record of aggressive criminal investigation and prosecution is
poor. Unless citizens can be sure of fair and timely legal redress,
particularly against security personnel, increased support for the
insurgency will result.

The population growth rate is over 2.9 percent, doubling the pop-
ulation in under 30 years, and pouring 10 million more workers
into the labor force by the year 2000 despite already high unem-
ployment. Yet, there is little senior Philippine leadership on this
issue, despite the fact that failing to successfully address this prob-
lem enormously increases all the social and political problems in
the country. Broad based development progress cannot be achieved
without a lower population growth rate.

The Committee is deeply concerned about the management crisis
in the Philippine foreign assistance program, and is further con-
cerned that the large increases in the fiscal year 1990 program will
exacerbate rather than alleviate the existing problems. The Com-
mittee believes that it is important to act quickly in decentralizing
decision-making and responsibilities. Programs that reach out to
local and provincial governments and which involve those officials
in delivering benefits to the rural areas should be developed. Pro-
grams utilizing both the American and the indigenous private vol-
untary communities can deliver benefits far more rapidly than cur-
rent programs. Programs spending large amounts on centralized
bureaucracies and programs with poor records should be mercifully
ended in order to improve the utilization of existing funds.

The Committee has included language in the bill requiring that
75 percent of the MAI be project funding. The Committee strongly
believes that the foreign assistance program should benefit the
Philippine people as directly as possible rather than giving checks
to the Philippine Treasury and Finance Departments.
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The Committee his included language in the bill which sets a
target of 25 percent for the Philippine assistance program to deliv-
er programs through private voluntary groups. -

The Committee believes that assistance increases of the magni-
tude occurring in the Philippines shouid be adequately and fully
staffed, particularly in light of the level of project aid increases.
The Committee directs that the Agency for International Develop-
ment develop a management and staffing plan which recognizes
the magnitude of the existing management crisis in the Philippine
assistance program, the increased level of assistance from all
denors and the need to decentralize much of the program. This
plan with an implementation schedule shall be provided to the ap-
propriate Committees of Congress no later than November 15, 1989.

The Committee warns that unless substantial improvements
occur in the Philippine assistance program and unless project dis-
bursements begin to significantly increase, the Committee will be
reluctant to consider maintaining the program at the high fiscal
year 1990 levels.

The Committee further directs that the Agency for International
Development report to Congress quarterly on the program and
project pipelines for the full Philippine assistance program.

PHILIPPINES-—HUMAN RIGHTS

The Committee has in the past raised serious concerns about
human rights violations in the Philippines, and was, therefore, dis-
tressed by the State Department’s assessment, as well as that of
many private human rights monitoring organizations, that the sit-
uation deteriorated in 1988,

The Committee is encouraged by the steps the Aquino govern-
ment has taken in recent months to enable it to better protect the
human rights of its citizens. The Committee offers its strong sup-
port for these measures, and will be watching to see how well they
are implemented and what effect they will have.

However, the Committee remains seriously concerned about re-
ports of killings and ‘‘disappearances” of civilians by members of
the Armed Forces of the Philippines and government-backed para-
military units. The Committee recognizes that these killings take
place in the context of intense warfare between Government troops
and armed insurgent forces, particularly the New People’s Army,
which is responsible for many killings of innocent non-combatants.
Nevertheless, the Committee wishes to emphasize that the provi-
sion of United States security assistance in no way condones acts of
illegal violence by members of the Philippines military or paramili-
tary forces.

Of particular concern is the violence against and intimidation of
indigenous human rights advocates, such as the Free Legal Assist-
ance Group (FLAG) and church leaders. Sit prominent human
rights lawyers were killed between October 1987 and March 1989.
Several reputable organizations, including Amnesty International,
the Lawyers Committee for Human Rights, and Asia Watch, have
reported that there are strong indications of involvement by mem-
bers of the Philippines military in these deaths. The Committee.
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strongly urges the Government of the Philippines to offer its sup-
port and protection for indigenous human rights monitors.

The Committee is also disturbed by the failure of the Philippine
government to prosecute members of the Armed Forces for human
rights abuses. The Committee believes that the strength of the ci-
vilian government is underrnined when the military is not held ac-
countable for its human rights transgressions. The Committee
urges the Government of the Philippines to redouble its efforts to
undertake timely, impartial, and thorough investigations into al-
leged killings by government forces, and to vigorously prosecute
the perpetrators.

The Committee has previously expressed it deep concern over
killings committed by so-called vigilante groups, and thus wel-
comed President Aquino’s order to disband such groups. However,
reports indicate that many vigilante groups remain active, some
with the support of the Armed Forces of the Philippines. In addi-
tion, the newly-formed Citizens Armed Force Geographical Units
(CAFGUs) have reportedly been involved in extrajudicial killings of
citizens. The Committee strongly encourages the Government of
the Philippines to ensure that vigilante groups are disbanded expe-
ditiously, and to take extensive precaution against incorporation of
the negative elements of the vigilante groups into the CAFGUs.

Finally, the Committee regrets that repeated military operations
in the rural Philippines have affected civilian population centers,
including aerial bombing and the burning of houses. Reports indi-
cate that in 1988, approximately 200,000 civilians were driven from
their homes due to combat operations. Many people were forced to
take refuge in make-shift evacuation centers where hundreds of
children suffered and died due to unsanitary conditions and insuffi-
cent food. The Committee urges the Government of the Philippines
to make every effort to minimize the violent impact of its counter-
insurgency campaign on the civilian population, and to provide the
maximum assistance possible to thosz innocent victims of war.

Poranp

The Committee is pleased that recent events in Poland have
given hope that the people of Poland may have an opportunity to
experience the benefits of political ang' economic reform. The
roundtable agreement of April and the elections which took place
in June provide reasons to believe that real progress can take place
and can be sustained over a period of time.

Although many obstacles remain, the Committee congratulates
the people of Poland for the progress that has been made so far.
The Com:nittee believes that the United States should do all that it
can to help democratic and economic reforms succeed. In this
regard, the Committee notes that the Administration has presented
a package of incentives that the U.S. will make available to help
the process taking place in Poland. The Committee has included an
earmark of $15,000,000 for Poland and Hungary to begin this pro-
gram.

The Administration has indicated that it will support World
Bank and IMF loans to Poland and assistance from the Overseas
Private Investment Corporation for private investment under cer-
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tain conditions. In addition, the Administration has indicated it
will urge the Paris Club to ease the terms for payments on Po-
land’s debt, now estimated at $39 billion. The Committee also un-
derstands that the International Finance Corporation, funded in
this bill, also has potential projects under consideration for Poland
which could be supported on a case by case basis.

The Committee strongly supports the Administration in these
initiatives and urges U.S. officials dealing with these institutiors to
make every effort to see that Poland is given full consideration for
additional assistance. The Committee also believes that private
non-profit groups should be encouraged to help with Poland’s seri-
ous environmental problems, through such vehicles as ‘“debt for
nature swaps.”

The Committee is providing up to $10 million for agricultural
projects in Poland from AID through the Catholic Church in
Poland. The Committee also earmarks $3 million in Economic Sup-
port Funds to Poland. This includes $2 million earmarked for medi-
cal care assistance. The Committee expects that this will be divided
between Solidarity’s Social Trust Fund and other organizations,
such as Project Hope and the Polish American Congress. The re-
maining $1 million will go to support Solidarity through the AFL~
CIO’s Free Trade Union Institute to promote democratic activities
in Poland.

The Committee encourages the Private Enterprise Bureau of the
Agency for International Development to become involved in
Polish agricultural development through the Polish private sector.
In this regard, the Committee recommends that AID help establish
a capital and credit revolving fund for Polish private sector farm-
ing and food related activities through mechanisms such as the Ag-
ricultural Investment Finance Corporation proposed by the Foun-
dation for the Development of Polish Agriculture (FDPA).

The Committee directs the U.S. Trade and Development Program
to give scrious consideration to working in Poland with U.S. busi-
nesses interested in carrying out projects there.

The Committee believes that the Peace Corps may also have a
role to play in Poland in areas such as health care, which is a seri-
Oli)sﬂproblem, and urges the Peace Corps to look closely at that pos-
sibility.

The Committee recommends that the Administration provide ad-
ditional direct economic assistance to encourage the development
of the private sector in Poland, provided that this assistance takes
into account the serious budget situation the U.S. faces, and that
political liberalization and serious economic reforms and restruc-
turing in Poland continue. It also urges the Administration to work
with our Western allies and Japan to provide additional resources
on a multilateral basis, based on the continuation of democratic
and economic reforms.

SIERRA LEONE

The U.S. Public Health System attracts citizens from other na-
tions seeking expensive medical treatment for chronic illness that:
may be unavailable in their own countries.
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The status of these foreign nationals who seek long term tzeat-
ments like kidney dialysis in local public hospitals and who fail to
reimburse these publicly supported institutions is uncertain.

It is the committee’s view that the health care of foreign nation-
als who have not established an official intention to remain perma-
nently in the United States is the ultimate responsibility of that
individual’s government.

The Committee, therefore, urges the government of Sierra Leone
to arrange for the payment of past and future costs associated with
long term treatment of kidney disease afflicting its citizens obtain-

tlglgs medical care in Prince George's County, Maryland public hospi-

SomaLia

The Committee has been concerned with events in Somalia
during the past year. Starting in the Spring of 1988, a major cam-
paign was waged by the government of Somalia against rebels in
the north. This campaign had a devastating effect on the civilian
population, particularly in the cities of Hargesa and Burrao. Ac-
cording to some estimates, a total of 450,000 to 500,000 Somali refu-
gees, primarily from these two cities, now have relocated to Ethio-
pia. Many thousands of people and many civilians were killed
during the conflict. The Committee has had reports of a systematic
campaign against civilians and opposition movements. There have
also been documented accounts of bombing and strafing of Somali
women and children with government planes.

The Committee heard testimony this year that the government
of Somalia has a record of long-term human rights abuses, includ-
ing the incarceration of numerous political prisoners with a com-
plete lack of access and communication. There have also been alle-
gations of torture and lack of proper medical treatment. There ap-
pears to continue to be a significant number of arrests merely for
political purposes.

Despite these alarming events, the Administration continues to
request high levels of aid for Somalia. In fiscal year 1990 a total of
$40 million has been requested.

The Prime Minister of Somalia recently visited the United States
and committed both publicly and privately to the release of all po-
litical prisoners, including those intern during the last year in
connection with the events in northern Somalia. He made addition-
al commitments to investigate human rights abuses of the past and
to extend amnesty to Somali citizens living abroad.

Since that time a number of political prisoners have been re-
leased, but many remain in prison. The Committee welcomes the
initial steps of the Somali government to respond to the political
prisoner situation, but more progress still needs to be made,

The Committee has placed a provision in the bill requiring that
all economic and military programs for Somalia be notified to the
Committee. The Committee will review proposed spending for fiscal
year 1990 in light of the extent to which positive steps are being
taken by the Somali government in the area of human rights. The
Committee will also review the extent to which the government of
Somalia adheres to agreements reached with the International
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Monetary Fund, the World Bank and the Agency for International
Development. The Committee will also carefully monitor the extent
to which international relief organizations, such as the Internation-
al Committee of the Red Cross, are permitted access to prisoners
and to assist victims of conflict.

Finally, the Committee is concerned that the Government of So-
malia has denied access to the country by human rights organiza-
tions. Access to review the situation in gomalia by human rights
groups is an important step that must be taken in order to show a
commitment to improving human rights in Somalia.

Supan

The Committee is deeply concerned about on-going human suffer-
ing in the Sudan. Last year it is estimated that between 100,000
and 250,000 people died from starvation or disease in that nation.
E?nll)e observers believe that the death toll may have been even

igher.

A recent military coup in Sudan has added additional confusion
to a country that is in the midst of human tragedy created by war
and starvation.

Although this is a human tragedy of almost incomprehensible
proportions, thousands more could die this year. The situation is
especially tragic because sufficient food is available to prevent a re-
occurrence. Unfortunately, both the government of Sudan and the
Sudanese People’s Liberation Army (SPLA) have chosen to use the
distribution of food as a weapon in the past and belated efforts to
cooperate with international relief agencies may have come too
late to prevent a repetition this year.

Sudan is Islamic, Christian, African and Arab. It is the largest
country in Africa and is endowed with an abundant resource base.
Many observers have noted that it has the potential to be the
breadbasket of the continent. Unfortunately, the Sudan has never
come close to achieving its economic potential. Since independence
from Great Britain in 1956, it has been troubled by sporadic con-
flict between the Islamic north and the Christian south.

In 1972 limited autonomy was granted to the south, largely
ending a civil war in which hundreds of thousands of lives were
lost. But this decision was reversed in 1983 and the Sudanese gov-
ernment sought to impose Islamic law throughout the nation. The
resulting conflict has been especially savage.

On March 28, 1987, more than 1,000 Dinka men, women, and
children were killed by Arabs at the train station in Ad-Daien in
Dafur province. More than two hundred were burned alive in
locked railroad cars. On April 7, 1988, the General Secretariat of
the Catholic Bishop’s Conference released a report describing the
looting and burning of Catholic churches, and the torture and kill-
ing of catechists (by crucifixion among other methods). Abuses by
the SPLA have also been reported. In August 1986, for example,
the SPLA shot down a civilian plane carrying sixty passengers.

No one nas benefited from this conflict. There are hundreds of
thousands of Sudanese refugees in neighboring countries and mil-
lions of people are internally displaced. While the resulting starva-
tion in southern Sudan is thus not surprising, the degree of suffer-
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ing is not well understood. Here is what one observer reported
after visiting southern Sudan last year: “In some areas, virtually -
all children under 3 are dead. Young girls are rare: In a society
beset by war, with an economy based on cattle herding, girls are
allo,wed to starve so that resources can be devoted to their broth-
ers.”

The evidence suggest that the last administration may have
failed to act aggressively enough last year in the face of consider-
able evidence of widespread starvation. That appears to have
changed during the early months of the new administration. Al-
though it appears that there is now improved cooperation between
the Government and the SPLA, there is growing concern that in-
sufficient food will reach the south before the rains make it impos-
sible to deliver additional help.

In the past, Sudan has been one of the largest recipients of U.S,
assistance in sub-Saharan Africa. Between 1985 and 19817, for ex-
ample, no sub-Saharan African country received more development
or ESA assistance from the United States. The Agency for Interna-
tional Development (AID) reports that its strategy for Sudan since
1981 “has focused on promotion of economic reform through exten-
sive policy dialogue and balance-of-payments assistance. However,
meaningful reform has not been forthcoming.” In short U.S. assist.
ance has not been used wisely by the government and Sudan is
now struggling under the burden of a crippled economy,

In these circumstances, the Committee does not believe that
long-term development assistance can be put to good use in Sudan.
In order to review the assistance proposals for the Sudan, the Com-
mittee has included a general provision requiring prior notification
of assistance funded in this bill to be provided to Sudan. The Com-
mittee wishes to advise the Administration that it will be our in-
tention to question any request for assistance not directly related
t;i)1 rgli(:if activities absent a significant change in circumstances in
the Sudan.

Tunisia

The Committee continues to be encouraged by the Government
of Tunisia’s constructive efforts toward democratization and a lib-
eralization of the economy of that small but important friend of
the United States. Accordingly, the Committee supports the eco-
nomic and military assistance levels proposed by the President for
fiscal year 1990,

While some problems remain to be resolved, the Tunisian Gov-
ernment has announced a general amnesty and has, in fact, re-
leased with full rights the approximately 9,000 to 10,000 political
prisoners previously held. Most opposition parties have been legal-
ized, and restrictions on the press have been eased. As noted in a
recent newspaper headline, “Tunisia is pulling a democratic rabbit
out of a dictator’s hat.”

At the same time, Tunisia has reached agreements with the IMF
and the World Bank calling for economic reform and increased em-
phasis on private enterprise. While there are lingering effects of a
severe drought, the Tunisian economy grew by 1.5 percent in 1988,
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and there is a reasonable chance thet growth will increase to the
5-6 percent range in 1989.

In spite of these advances Tunisia faces serious problems, espe-
cially with Libya. Qadhafi is purchasing long-range Soviet SK-24
aircraft and helicopters which are capable of reaching all parts of
Tunisia. The Committee urges the Department of Defense and ap-
propriate Congressional committees to consider Tunisia’s request
for adequate defense equipment to meet this additional threat.

ZAIRE

The Committee recognizes the strategic importance of Zaire and
appreciates its support for U.S. foreign policy objectives in the
region and elsewhere. The Committee also acknowledges the role
President Mobutu has played in negotiations on a peaceful settle-
ment of the conflict in Angola. In addition, the Committee wishes
to encourage a continuation of efforts aimed at economic reform.

The Committee notes the Government of Zaire's publicly stated
commitment to improvement in the human rights area and sup-
ports Government efforts on the formation of the Department of
Citizens' Rights and Liberties. The Committee is aware that the
Department has resolved a number of cases of a civil nature, and
urges that the Department to continue and expand upon involve-
ment in human rights cases.

The Committee remains concerned about reports of widespread
human rights abuses and systemic governmental corruption in
Zaire. The Committee is especially concerned about reports of tor-
ture and extrajudicial killings by members of Zaire’s security
forces, and the general failure to investigate, bring to trial, or
punish those responsible for such abuses.

The State Department’s annual Human Rights Report on Zaire
noted that police and military personnel frequently abused their
authority “through arbitrary arrests and harassment, extortion,
physical mistreatment, and detention of ordinary citizens as well
as political opponents.” The report further noted that “lack of con-
cern among senior officials, incompetence, [and] corruption” helped
perpetuate these problems.

The Committee does not believe that our strategic interests in
Zaire should override our concerns with respect to corruption and
human rights abuses. The Committee seriously questions the Ad-
ministration’s insistence on providing U.S. taxpayer dollars to a
government whose Head of State has reportedly amassed a person-
al fortune of several billion dollars. Zaire remains one of the
world’'s poorest countries, where per capita income is only $180 per
year. According to testimony by the Administration, approximately
$400 million in foreign exchange receipts remain unaccounted for
despite efforts by the World Bank to trace their use.

In light of these concerns, the Committee has made assistance to
Zaire subject to reprogramming notification procedures. The Com-
mittee has also inserted provisions consistent with the Authoriza-
tion bill that, to the maximum extent practicable, development as-
sistance be provided through private voluntary organizations, that
gg O(E):(?I(}O(;)e provided and that military assistance be limited to

) » .
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TITLE I—-MULTILATERAL ECONOMIC ASSISTANCE
INTERNATIONAL FINANCIAL INSTITUTIONS SUMMARY

Fiscal year 1989 level $3,742,665,216
Fiscal year 1990 request 4,164,057,424
Committee recommendation 1,788,071,550

The Committee recommends a total level of funding as shown
above for the eight international financial institutions involved in
this bill (International Bank for Reconstruction and Development,
the International Development Association, the International Fi-
nance Corporation, the Inter-American Development Bank, the
Asian Development Fund, the African Development Fund, the Afri-
can Development Bank and the Enhanced Structural Adjustment
Facility of the International Monetary Fund).

The following represents the proposed and actual distribution of
International Financial Institution funding:

New budget authority Commitiee
Fiscal 1989 level estimate fiscal
rx To T recommendation

Budget authority $1,314,629,730 $1,787,384,225 $1,603,261,937
Caftable capital (2.428,035,486)  (2,376,673,199) (134,809,613)
Total 3,42,665,216 4,164,057 424 1,738,071,550

U.8, INTEREST IN THE MULTILATERAL DEVELOPMENT BANKS

The multilateral development banks are among the most cost ef-
fective but least understood instruments through which the United
States attempts to pursue its foreign policy objectives abroad. The
United States contributes to the multilateral development banks in
order to promote economic development in the third world. These
contributions are motivated strongly by our own self-interest and
by our humanitarian interests. Our contributions to these banks
are based primarily on our belief that continued economic growth,
especially market oriented growth, leads to increased political sta-
bility, and on our belief that increased economic and political sta-
bility strengthens world economic relations which in turn results
in better and larger markets for American goods. Often criticized,
these institutions remain one of the most important foreign polic
tools which can be used to serve important U.S. economic, political,
security and humanitarian objectives throughout the world.

The United States is a member of four multilateral development
banks: the World Bank and the regional development banks for
Africa, Asia and Latin America. Each of these institutions has a
“hard” and “soft” loan window. 1 e “hard” loan windows typically
lend at commercial rates to middle-income developing countries
and to poorer countries with good credit ratings. The “soft” loan
windows lend at concessional rates to the very poorest countries. In
addition, a number of specialized agencies of the banks promote in-
vestment in developing nations. Collectively, these institutions seek
to build and maintain an international economic framework that is
open, predictable, growth-oriented and equitable.

19-540 0 - 89 - 3
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U.S. humanitarian and economic interests are served by develop-
ment bank lending for activities designed to alleviate poverty, pro-
mote basic human needs, and foster equitable economic growth in
the poorest nations of the world. '

The United States also has important political and security inter-
ests in many of the developing nations. The banks play a critical
role in promoting these interests. For example, of total World Bank
lending in fiscal year 1988, 86 percent was provided to countries
that received some form of bilateral U.S. security assistance in that
year. Most of the balance went to countries with which the United
States has good relations. The United States has an interest in en-
couraging more western-oriented economies in these countries, and
in fostering less dependence upon the Soviet Union.

As the chart below suggests, the banks collectively provide for
more economic assistance to important U.S. friends and allies than
does the United States bilaterally. For every $1 in economic aid
that the United States provided to base rights countries with which
we have defense cooperative agreements between 1986 and 1988,
for example, the development banks provided more than $5. The
banks provided almost $6 in economic aid to front-line states be-
tween 1986 and 1988 for every $1 the United States provided on a
bilateral basis. While the banks provided less assistance to Central
America than the United States during the same three years, the
U.S. provided no economic assistance to Argentina, Brazil, and
Mexico. By contrast, the development banks provided more than
$13.3 billion between 1986 and 1988.



67

Economic Assistance Provided To Selected Countries
Fiscal Years 1986 Thru 1988

© Base Rights and Access Countries
F-l $1,449,320,000

Y

O Froat-Line States

$1,083,458,000

/) //% s [T =

o Central = United States

7 $2,036,803,000 - Develdgméqt Banks
a $1,124,300,000

O Previous Three Categories
$4,569,581,000

A i

© Previous Categories plus Argentina, Brazil & Mexico
$4,569,581,000

Vi e

ights and Access Countries: Greece, Philippines, Portugal, Spain,
Turkey, gya, Morocco, Oman and Somalia.
Front Line States: Chad, Korea, Pakistan, Thailand, and Tunisia.
Central America: Costa Rica, El Salvador, Guatemala, and Honduras,
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Taking all of these countries together, the development banks
provided more than $6.20 in economic aid for every $1 the United
States provided bilaterally between 1986 and 1988. The point is not
to suggest that the United States is not doing enough. It is only to
note that the cost of duplicating bilaterally what the development
banks provide multilaterally would be excessive.

In short, at a time when budget constraints do not permit in-
creases in our bilateral assistance program, the role of the develop-
ment banks takes on added importance precisely because other na-
tions do share the financial burden and because the banks are able
to leverage resources provided directly by donor nations to raise
additional resources in private money markets. Between 1982 and
1988, every $1 the United States directly appropriated in paid-in
capital to the World Bank generated roughly $4 in paid-in curren-
cies from other donor countries. Additionally, the banks were able
to further leverage callable capital which each donor country
pledged in order to sell bonds and raise private resources for devel-
opment from the international financial markets. Consequently, for
every $1 directly appropriated by the United States for the Bank
during this period, approximately $125 in bank lending resulted.

In addition to lending funds, moreover, the development banks
provide policy guidance and technical services to developing na-
tions. They also serve as focal points for donor coordination and for
research on development issues.

American firms benefit directly from U.S. participation in the
multilateral development banks. In fiscal year 1988, for example,
the Treasury Department reports that American firms received
$1.4 billion in disbursements for foreign procurement from the
World Bank alone.

Admittedly, the development banks are imperfect instruments
for advancing U.S. interests. Like other large organizations, they
have many flaws. Because the United States is only one of many
governing members, they sometimes lend to countries with which
either conservatives or liberals would take issue. At other times,
they approve loans for projects and activities with which many dis-
agree. However, the United States retains enormous influence in
these institutions, influence it is in our interest to preserve.

This Committee has played a vigorous role in pressing for needed
reforms in the development banks in the past. It will continue to
do so in the future. On blance, however, the Committee is con-
vinced that these institutions play a critical role in advancing
American interests abroad.

ENVIRONMENTAL CONCERNS

The Commiittee continues to be concerned regarding environmen-
tal issues pertaining to the international financial institutions. The
Committee supports institutional reforms at the banks which focus
on sustainable natural resource use and the rights and welfare of
indigenous people in the borrowing nations. This subject is ad-
illll'essed further in the front of the report under “Items of Special

terest”.
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AGRICULTURAL AND MINERAL COMPETITION

The Committee continues to be concerned about the use of funds
provided to the international financial institutions for the produc-
tion or extraction of agricultural or mineral export commodities
which are in surplus in world markets or which compete with U.S.
producers of the same commodity. The Committee has included a
General Provision in the bill directing the Secretary of Treasury to
instruct the U.S. Executive Directors of these institutions to use
the voice and vote of the United States to oppose these types of as-
sistance.

DEVELOPMENT OF ENVIRONMENTAL, SOCIAL IMPACT, AND HUMAN
RIGHTS STANDARDS FOR DEVELOPMENT BANK LENDING

In testimony before the Committee, Secretary Brady noted that
the Treasury Department has been working with a number of envi-
ronmental organizations to develop standards for U.S. evaluation of
development bank projects affecting tropical moist forests, wet-
lands, savannas, coral reefs, seagrasses, and other environmental
issues. The Committee commends the Department for its initiative
in collaborating with environmental organizations in developing
such standards.

The Committee encourages the Department to work with nongov-
ernmental organizations in the religious and development commu-
nities to develop similar standards for U.S. evaluation of the social
impact of proposed lending by the development banks.

The Committee also believes that the Secretary of the Treasury,
through the U.S. Executive Directors, should strongy encourage
these institutions to include respect for human rights in their
policy dialogues and in their decisions relating to allocation of
bank resources.

PARIS CLUB DEBT

The Committee currently receives notification of planned Paris
Club rescheduling meetings; however the Committee notes that
many of these notifications are being sent at the time of or after
the meetings have occurred. The Committee reminds the Depart-
ment of Treasury of its obligation to notify in advance of Paris
Club meetings.

The Committee also receives estimates of the budgetary iiapact
of individual Paris Club reschedulings. The Committee directs that
the Departments of State and Treasury annually report the total
budgetary effects of Paris Club reschedulings by fiscal year no later
than March 15th of each following year. The first such report, due
March 15, 1990, shall include reschedulings completed from fiscal
year 1986 through fiscal year 1989.

The Committee is aware that private commercial reschedulings
which occur following the Paris Club reschedulings of public debt
may result in different terms and agreements. Some countries have
alleged that Paris Club reschedulings have been significantly more
generous than later private reschedulings to the same countries. If
these allegations are accurate, then Paris Club reschedulings are
resulting in transfers of debt crisis liabilities from private creditors
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to public creditors. The Committee directs that the Departmcut of
Treasury study whether private creditors have been getting more
generous treatment in debt rescheduling than public creditors and
report to the appropriate Committees of Congress by June 1, 1990.

The Committee notes that the State Department informally has
calculated that from January, 1980 to April 1, 1989 the Paris Club
has rescheduled 117 agreements covering 45 different countries.
Amounts rescheduled are estimated at a total of $84.86 billion. The
United States share of these reschedulings covering 60 agreements
and 35 countries are estimated to total $9.564 billion. Since April,
1989, the United States has been involved in two further large re-
schedulings: (1) Philippines: total rescheduled $1.85 billion of which
$415 million was U.S,, (2) Mexico: total rescheduled, $2.4 billion of
which $470 million was U.S. Small reschedulings for Guyana, Cam-
eroon and Costa Rica have also occurred.

Clearly, these reschedulings, in that they delay timely repay-
ment of debt, financially benefit debtor countries and are a signifi-
cant financial aspect of American foreign assistance that as yet has
not been directly controlled in the Congressional appropriations
process.

CONTRIBUTIONS FOR ARREARAGES TO THE INTERNATIONAL FINANCIAL
INSTITUTIONS

The Committee recommends a total of $336,591,732 for arrear-
ages to international financial institutions. This funding is the
Committee’s recommended contribution in fiscal year 1990 toward
meeting past due commitments totaling $418,835,252,

The Committee believes that old bills should be paid before new
commitments are undertaken. Consequently, the Committee is
deeply concerned that the Administration decided not to request
funding to cover all arrearages for fiscal year 1990 while at the
same time it requested an increase in fiscal year 1990 funding for
these institutions of approximately $159 million that is unrelated
to the arrearage problem. The Committee has provided funding for
the existing arrearages as follows:

ARREARAGES SUMMARY

Institution Request Recommendation

International Bank for Reconstruction Development $20,125,537 0
Intemational Development Association $6,666,667 $6,666,667
International Financiat Corporation $19,904 472 79,904,472
Inter-American Development Bank $31,617,983 0
Fund for Special Operations 63,729,629 63,724,629
Inter-American Investment Corporation $25,500,000 0
Asian Development Fund 84,641,964 84,641,964
{to be requested in FY 1991) (100,000,000) 100,000,000
African Development Bank $1,654,000 $1,654,000

Total $313,835,252 336,591,732
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FAILURE TO MEET BEST EFFORTS PLEDGE

The Committee notes that the last Administration often com-
plained that the Congress had been unable to provide funding for
the “best efforts pledges” of that Administration in the area of
base rights and base access agreements.

The Committee notes the discrepancy between the last Adminis-
tration’s efforts to fund their “best efforts pledges” which related
to base rights and base access agreements and those related to
agreements to fund the international financial institutions. Inter-
estingly, the bank agreements must be authorized by the Congress
before appropriation. However, no Congressional authorization
process directly approves the military agreements.

On several occasions insufficient funds were requested by Presi-
dent Reagan to meet his “best efforts pledges” to the international
banks. Now, the Committee notes that this pattern is being contin-
ued by President Bush. The Administration in the 1990 budget has
failed to request $100 million in past due arrearages for the Asian
Development Fund. Given that fact the Committee finds it difficult
to take seriously Administration rhetoric about the necessity to
goeet “best efforts pledges”, particularly those not authorizeg by

ngress.

CONTRIBUTION TO THE INTERNATIONAL BANK FOR RECONSTRUCTION
AND DEVELOPMENT (WORLD BANK)

Fiscal year 1989 level $2,342,978,885
Fiscal year 1990 request 2,332,115,456
Committee recommendation 0

The following represents the proposed and actual distribution of

the International Bank for onstruction and Development
(IBRD) funding:
New budget .
Fisal yer 1988 ,m ?%5. ot
Paid-n capital $50,000795  $90,251,869 0

Callable capitai (2.292,972,540) (2,241,863,586) 0
Total 2342913335 2,332,115,455 0

The Committee has recommended no funding for the Internation-
al Bunk for Reconstruction and Development for fiscal year 1990,
This recommendation is explained in detail in the “Items of Special
Interest” portion of this report under the “Third World Debt” sec-
tion.

HISTORY

The International Bank for Reconstruction and Development
(IBRD), known as the World Bank, was established largely under
U.S. leadership in 1945 through the Bretton Woods Agreement to
make or guarantee loans for productive reconstruction and devel-
opment projects. This has been accomplished both through its own
capital, tprovided by member governments, and through the mobili-
zation of private capital in international financial markets.
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The Bank makes loans at near market terms from its capital re-
sources which consist of (1) paid-in capital subscriptions of mem-
bers, and (2) member’s callable capital subscriptions which are used
to support borrowings in capital markets. The Bank’s principal role
today is making long term credit available for productive projects,
at near market interest rates, which will lead to economic growth
and social development in its less developed member countries. As
of April 30, 1989 the World Bank had 151 member countries, and
had made cumulative loans of $164.5 billion, of which $110.7 billion
had been disbursed.

U.S. membership in the IBRD and an original capital subscrip-
tion of $3.175 billion (34 percent of the total) were authorized in
1945 (Public Law 79-171). U.S. subscriptions now total $17.403 bil-
lion or 19.90 percent of the total $87.483 billion subscribed capital.

The interest rate on IBRD loans as of January 1, 1989 is 7.65 per-
cen5t. Repayment terms are 15 to 20 years, after a grace period of 8
to 5 years.

CONTRIBUTION TO THE INTERNATIONAL DEVELOPMENT ASSOCIATION

Tiscal year 1989 level $995,000,000
Fiscal year 1990 request 965,000,000
Committee recommendation 965,000,000

The Committee has provided a total of $965,000,000 for the Inter-
national Development Association, of which $6,666,667 is for ar-
rearages and $958,333,333 is for new contributions. _

The Committee recommendation would complete the U.S. pledge
to the current replenishment. In recommending these funds, the
Committee emphasizes the importance it attaches to efforts that di-
rectly benefit the poor.

The Committee has included bill language which withholds from
obligation $115,000,000 of funds appropriated for IDA until Janu-
ary 1, 199C. These funds may be obligated after that date if the
President certifies: (1) that IDA has not provided any new loans to
China since June 27, 1989, or (2) that, if such loans have been pro-
vided, the U.S. Government believes that such loans will support
the process of increasing individual freedoms and improving
human rights in China.

Last year the Committee expressed its strong support for the pro-
portion of resources being committed to sub-Saharan Africa under
the IDA VIII replenishment. The initial IDA subscription (1961-
1964) provided about 6.3 percent of its resources to that region. By
contrast, under IDA VIII approximately 50 percent of IDA re-
sources are targeted for sub-Saharan Africa.

Currently, negotiations for a new IDA replenishment are under
way. In allocating any new funds, four major criteria will be used:
population, per capita income, performance, and creditworthiness.
Based upon the currently available evidence, a strong case can be
made that more concessional resources could be ugr? ~&~~4i-en1-- 2=
sub-Saharan Africa:

—to sustain progress in those countries that are

ing

—to support African countries that are likely

justment programs in the future.
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—to accommodate the needs of new recipients such as Nigeria,

and

—to address the problems of the heavily indebted African na-

tions.

The Committee is troubled by speculation that sub-Saharan Afri-
ca’s share of the next replenishment will be reduced. It has been
publicly reported that a number of countries, led by Japan, are
seeking to cut Africa’s share of the next replenishment, with corre-
sponding increases in the share of IDA resources allocated to Ir.dia
and China. In light of recent events in China, the Committee be-
lieves that pressures to increase assistance to China should have di-
minished.

The Committee believes inat any reduction in sub-Saharan Afri-
ca’s share of IDA resources should be approached with caution by
the Administration. The case for continued emphasis on sub-Saha-
ran Africa is a strong one.

There are a number of other points the Committee would make
with regard to the next replenishment. First, within the perform-
ance criteria for allocating funds, greater weight has been placed
on macroeconomic performance than on a commitment to alleviate
poverty during the last decade. While there may have been good
reasons for that, the Committee believes that the poverty allevi-
ation efforts of IDA recipients should be reemphasized as a key
subject for policy dialogue in the future, especially for those coun-
tries that have been good macroeconomic performers.

It is clear that policy reform alone is not sufficient to insure
progress in the continuing effort to alleviaie poverty. Thus, the
Committee is concerned that governments demonstrate that the re-
forms they have adopted will promote the aspiration of their
people for economic justice. Equity needs to be explicitly recognized
and addressed during the current negotiations.

HISTORY

The International Development Association (IDA) is the conces-
sional lending affiliate of the World Bank Group. It was established
largely at the initiative of the United States in 1960 to finance
high priority economic development projects in the less developed
IBRD member countries since the normal IBRD lending terms, at
near market interest rates, make borrowing more difficult for
those countries. It does this by providing long term credits at a
nominal service cnarge. As of April 30, 1989, IDA has 137 member
countries and had made cumulative credit commitments of $52.2
billion of which $36.4 billion had been disbursed.

Beginning with this, the eighth replenishment of IDA resources,
IDA credits are for 40 years for the least developed countries and
35 years for other recipients. Credits continue to bear no interest,
and grace periods will be maintained at 10 years for all countries.
After the grace period, 1 percent of the credit is repaid annually
for a prriod of 10 years. In the remaining years, 3 percent is repaid
annuully. There is an annual service charge of 0.75 percent on the
disbursed portion and 0.5 percent on the undisbursed portion of
each credit in order to cover administrative costs.



74

These funds would be the third appropriation for the eighth re-
plenishment of IDA. The total U.S. share of the eighth replenish-
ment amounts to $2.875 billion,

CONTRIBUTION TO THE INTERNATIONAL FINANCE CORPORATION

Fiscal year 1989 level $4,891,528
Fiscal year 1990 request . 114,986,472
Committee recommendation 88,000,000

The Committee has provided a total of $88,000,000 for the Inter-
national Finance Corporation, of which $79,904,472 is for arrear-
ages. This amount is an increase of $83,108,472 above the amount
provided in fiscal year 1989. The Committee has also included a
provision limiting the U.S. purchase of IFC stock in fiscal year 1990
to not more than $30,800,000,

HISTORY

The International Finance Corporation (IFC), a member of the
World Bank Group, was established in 1956 to further economic de-
velopment by encouraging the growth of private enterprise in de-
veloping countries. IFC provides and mobilizes loans and equity in-
vestments for promising ventures, and provides technical assist-
unce. During fiscal year 1988 the Corporation approved 95 projects
in 40 countries totaling $1.36 billion. An increase of $650 million in
the IFC’s capital was agreed to in 1984 with payments on the cap-
ital increase expected over the 1985-89 period.

CONTRIBUTION TO THE INTER-AMERICAN DEVELOPMENT BANK
FUND FOR SPECIAL OPERATIONS
Fiscal year 1989 level

Fiscal year 1990 request 63,724,629
Committee recommendation 63,724,

INTER-REGIONAL PAIC-IN CAPITAL

Fiscal year 1989 level -$0
Fiscal year 1990 request 31,617,983
Committee recommendation 0

THE INTER-AMERICAN INVESTMENT CORPORATION (IIC)

Fiscal year 1989 level $0
Fiscal year 1990 request . 25,600,000
Committee recommendation 0
The Committee has provided $63,724,629 in arrearages for the
Fund for Special Operations of the Inter-American Development
Bank. Arrearage payments of $31,617,983 for the Inter-regional
paid-in capital and $25,500,000 for the Inter-American Investment
Corporation requested by the Administration were not funded.

FUNDING OF ARREARAGES

The Committee has provided full funding for arrearages request-
ed for the Fund for Special Operations. The Committee believes
that it is important for concessional lending to continue to the
poorest and smallest countries in Latin America. The Committee
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further believes that the Bank needs to focus on improving its loan
programs for these countries inasmuch as they are the least able to
negotiate with private international commercial lenders.

The Committee however, as discussed in “Items of Special Inter-
est”—“Third World Debt Crisis”, believes that, until private bank-
ers have shown their willingness to admit that they have substan-
tial levels of uncollectable bad loans in major Latin American
countries, and to substantially lower contractual obligations for re-
payment of their loans, it would be a major error to commit addi-
tional public funds to the “hard-loan” window of the Bank. The
Committee believes that these funds would simply provide greater
liquidity to the major Latin economies allowing them to round cir-
lc)uitksU.S. taxpayer dollars to repay debts to large international

anks.

The Committee believes that the use of public dollars to repay
private commercial debt would result in little benefit to the Latin
poor and would continue to allow the avoidance of a responsible
resolution of the debt crisis. Consequently, the Committee has rec-
ommended no funding for arrearages for paid-in capital.

FUNDING FOR THE IIC

The Committee provided $10 million for the IIC in the 1985 bill.
An additional $3 million was provided in the 1985 supplemental
bill. In 1986, after Gramm-Rudman sequestration, $11.197 million
was provided. In 1988, a further $1.303 million was provided for a
total of $25.5 million.

Now, five years after the initial request, the Committee has been
asked to consider a further request of $25.5 million. Yet, the Com-
mittee remains unaware of any significant accomplishments from
this institution. Consequently, the Committee has provided no addi-
tional funding.

REPLENISHMENT AGREEMENT

The Committee is encouraged to see that a new replenishment
finally has been worked out with an acceptable compromise among
the member countries. The Committee continues to believe that
settlement of differences could have occurred much earlier.

The Committee is also pleased to note new leadership at the
Bank, and that the need for renewed management has been recog-
nized. In light of the size of the new replenishment, the Committee
is concerned about the ability of the staff to move the volume of
new lending anticipated.

The Committee is also concerned that the Bank develop the ca-
pacity to be a unique additional actor in solutions to debt problems
in Latin America. It may be that focusing on the smaller countries
would be most appropriate. Inclusion of strong conditionality in
loan packages is imperative.

HISTORY

The Inter-American Development Bank is an intergovernmental
orgainization, corporate in form, whose capital stock is owned by
its member {governments. It was established in 1959 to promote eco-
nomic development in the developing countries in the Western
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Hemisphere. It does this by extending loans for specific develop-
ment projects. It makes loans at near market terms from its ordi-
nary capital resources which consist of (1) paid-in capital subscrip-
tions of members, and (2) members callable capital subscriptions
which are used to support borrowings in capial markets. As of the
end of December 31, 1988, the IDB had 27 Western Hemisphere
member countries including the United States and Canada but ex-
cluding Cuba. In addition, seventeen nonregional countries (fifteen
European countries plus Japan and Israel) have formally joined the
Bank. Cumulative ordinary/inter-regional capital loan commit-
ments were $28.5 billion on December 31, 1988.

In addition to its ordinary capital lending operations, the IDB ex-
tends loans from the resources of the Fund for Special Operations
(FSO) in circumstances where financing at near market rates of in-
terest is not appropriate. FSO loans are made on concessional
terms and are extended entirely from paid-in contributions provid-
ed by the United States and other members of the Bank. The FSO
was established in 1959 as an integral element in the Bank’s lend-
ing operations. As of December 31, 1988 cumulative loan commit-
ments for the FSO totaled $9.7 billion.

In 1986 the Inter-American Investment Corporation (IIC) was for-
mally established as an affiliate of the IDB. The IIC is & multilater-
al organization designed to support private sector activities in
Latin America and the Caribbean through equity and loan invest-
ments that focus primarily on small-and medium-scale enterprises.
The initial capitalization of the IIC totals $200 million divided as
follows: Latin America and the Caribbean, 55 percent; non-regional
countries, 19.5 percent; and the United States, 25.5 percent or $51
million. The IIC is in the process of being organized and is expected
to make its first operation in 1989.

The ordinary capital resources of the Bank are used to provide
“hard” loans to countries in Latin America. The interest rates on
loan disbursements in 1989 are 8.1 percent. The terms are usually
15 to 25 years with grace periods equal to the time necessary for
project completion plus 6 months.

The Fund for Special Operations is used to provide concessional
loans to Latin American nations., The interest rates on these loans
run from 2 to 4 percent and the terms are usvally 25 to 40 years
with grace period from 5 to 10 years.

CONTRIBUTION TO THE ASIAN DEVELOPMENT FuND

Fiscal year 1989 level $1562,392,086
Fiscal year 1990 request 230,711,964
Committee recommendation 221,896,000

The Committee has provided $221,896,000 for the Asian Develop-
ment Fund for fiscal year 1990, of which $184,641,964 is provided in
order to meet arrearages and $37,254,036 is provided toward cur-
rent payments.

HISTORY

The Asian Development Bank is an inter-governmental organiza-
tion, corporate in form, whose capital stock is owned by its member
governments. It was established 1n 1966 and began ordinary capital
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lending operations in 1968. The ADB assists in the financing of eco-

nomic development projects and programs in the developing
member countries of Asia and the Pacific region. The Bank makes
loans at near market interest rates from its ordinary capital re-
sources which consist of (1) paid-in capital subscriptions of mem-
bers, and (2) proceeds of borrowings in private capital markets
which are based on members’ callable capital subscriptions. As of
December 31, 1988, the ADB had 47 member countries—31 regional
countries, three of which are classified as developed (Japan, Aus-
tralia and New Zealand) and 14 developed non-regional countries
including the United States, Canada, and 13 European countries.
As of December 31, 1988 cumulative ordinary capital loan commit-
ments were $16.8 billion.

In addition to its ordinary capital lending operations, the ADB
extends loans at concessional rates from funds provided by various
ADB member governments. These special funds are used to finance
high priority economic development projects in the poorest ADB
member countries. As of December 31, 1988 cumulative loan com-
ipitments from the Asian Development Fund (ADF) totaled $8.2 bil-

ion.

The ordinary capital resources of the Bank are used to provide
“hard” loans to countries in Asia. The U.S. contribution to the
most recent replenishment represents 16.3 percent of the total pro-
posed contributions. The interest rate on these loans was 6.42 per-
cent on January 1, 1988. The loan repayment terms usually run 10
to 30 years, after a grace period of from 2 to 7 years.

The Fund is used to provide concessional loans. The loans are
provided to the countries at no interest. A service charge of 1 per-
cent is levied, with 35-40 years repayment schedule, after a 10 year
grace period.

ASIAN DEVELOPMENT BANK LOANS TO PRC

The Committee is deeply concerned by the recent events in the
People’s Republic of China. The Committee is aware that US com.
mitments to the Asian Development Bank have totaled $8.098 bil-
lion from fiscal year 1983 to fiscal year 1987, $132.7 million of
which has been in direct paid-in capital.

The Committee supports the decision of the Bank to postpone
consideration of $337.8 million in loans originally scheduled for
consideration during June and July of this year.

The US has met its obligation to the Bank for the current gener-
al capital increase and therefore the Committee is not recommend-
ing funding for the Bank in fiscal year 1990. However, in light of
the events in China, the Committee urges the Bank to review its
lending practices to that country. Before making additional loans
in the upcoming year, the Committee urges the Bank to take into
consideration the Government of China’s disregard for the basic
human rights of its citizens.

This Committee will review the upcoming year’s loan practices
by the Bank before considering future U.S. contributions.

CONTRIBUTION TO THE AFRICAN DEVELOPMENT FUND
Fiscal year 1989 level - $105,000,000




8
Fiscal year 1990 request ‘ 105,000,000
Committee recommendation ; . 105,000,000
The Committee has recommended $105,000,000 for the African
Development Fund.

The Committee believes that these funds are badly needed for de-
velopment and poverty alleviation in Africa.

HISTORY

The African Development Fund (AFDF), a special fund associated
with the African Development Bank (AFDB), was established in
1973. The purpose of the AFDF is to complement the operations of
the AFDB by providing acutely nieeded concessional financing for
high priority development projects in the poorest African countries.
The Fund consists of 25 non-regional donor countries, plus the
AFDB representing all of its members.

The African Development Fund is a separate entity from the
AFDB, with its own independent decision-making process and fi-
nancial autonomy. The Fund’s Board of Directors is composed of
twelve directors, six elected from the donor countries and six from
the Board of Directors of the Bank. The directors designated by the
donor countries have 50 percent of the voting power and the direc-
tors designated by the Bank have the other 50 percent. A 75-per-
cent weighted vote is required for all operational decisions.

Although all members of the Bank are eligible to borrow, the
Fund has restricted its lending to the poorest members. The Fund
has concentrated its resources on agricultural and transportation
projects.

These loans are provided at no interest. A service charge of 0.75
percent is assessed annually. There is a 50 year repayment sched-
ule after a 10 year grace period. As of December, 1988, the Fund’s
cumulative lending amounted to $5.0 billion.

CONTRIBUTION TO THE AFRICAN DEVELOPMENT BANK

Fiscal year 1989 level $142,408,317
Fiscal year 1990 request 146,450,921
Committee recommendation . 144,450,921

The following represents the proposed and actual distribution of
the African Development Bank funding:

o par 1909 o Ly ot

fiscal year 1990
Paid-in capital $1345311  $10,641,308 $9,641,308
Callable capial (135,062,946)  (134,809,613)  (134,809,613)

Total M2408317 145450921 144,450,921

The Committee has provided $1 million less for the African De-
velopment Bank than requested. This cut does not reflect any Com-
mittee displeasure with the Bank. Rather, the Committee is faced
with a particularly difficult budget outlay squeeze and made the
cut accordingly.
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HISTORY

The African Development Bank was established in 1964 to make
loans at near market terms for the economic and social develop-
ment of its fifty African members individually and through region-
al cooperation. In December 1982, the Bank’s membership was
opened to non-African countries. The United States joined the
Bank on February 8, 1983. As of December 31, 1988, 25 non-African
ﬁguntries have become bank members, joining the 50 African mem-

Is.

To meet the challenge of Africa’s poverty, loans are provided pri-
marily to strengthen agriculture and to finance critically needed
infrastructure projects. As of December 31, 1988, cumulative Bank
lending amounted to more than $7.6 billion. Lending rate was 7.4
percent as of January 1989, while repayment periods were 12 to 20
years. The grace period on repayment of principal is equal to the
time required for project construction.

ENHANCED STRUCTURAL ADJUSTMENT FACILITY
INTERNATIONAL MONETARY FUND

1989 level
Fiscal year 1990 request $150,000,000
Committee recommendation 150,000,000

The Committee recommends $150,000,000 as requested by the Ad-
ministration in fiscal year 1990 for the Enhanced Structural Ad-
justment Facility (ESAF) of the International Monetary Fund. Lan-
%uags has been included in the bill requiring authorization of these

unds.

The Committee notes that the Administration is interested in
having a “seat at the table” when economic reforms and debt poli-
cies are discussed by the international group contributing to the
ESAF. The Committee further notes that the Administration has
requested only a small amount for this purpose considering the size
of the proposed $11 billion IMF/ESAF loan program. The Commit-
tee heard testimony from the Administration that if the United
States had agreed to participate in the ESAF in the same propor-
tion that it participates in the IMF, the required contribution
would have been approximately $1.6 billion.

These recommended funds will be contributed to the ESAF subsi-
dy account in order to provide reduced interest rates on IMF loans
to the poorest debt ridden countries of Sub-Saharan Africa. The
Committee believes that public action on African debt relief and re-
duction should be undertaken in part as an example to private
commercial banks to take similar actions, not just in Africa, but
more particularly in Latin America where they hold the vast ma-
Jority of the delt. The Committee supports continuing efforts to en-
courage African economic reforms and believes that the IMF and
the IMF/ESAF program should be used to encourage holders of
commercial debt in Africa to also contribute to an African econom-
ic recovery through debt reduction. Public funds should not be used
in a way that allows those funds to be rerouted to commercial
banks for debt repayment.
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DEPARTMENT OF STATE
INTERNATIONAL ORGANIZATIONS AND PROGRAMS
Fiscal year 1989 level $226,115,000
Fiscal year 1990 request 209,000,000
Committee recommendation 270,115,000

The Committee recommends a total of $270,115,000 for this ac-
count. The following table shows the Committee’s recornmenda-
tions by program:

[tn thousands)

Organization Fiscal year 1989 Fiscal year 1990 Recommendation
UN Development Program (UNDP) $111,000 $107,830 $108,990
UN Children's Fund (UNICEF) 60,400 900 65,400
Int. Alomic Energy Agency (IAEA) 22,000 25,200 23,000
UN Afghanistan Emergency Trust Fund 16,000 0
0AS Dev. Assistance Programs 10,000 10,000 10,000
UN Environment Program (UNEP) 9,500 8,000 12,000
Int. Convention & Scientific Org. Contributions (ICS0C) wvvmumeeeeosmmsressessemson 2,000 2,000 2,000
World Meteorological Org. (WMD) 1,960 2,000 2,000
UN Capital Development Fund (UNCDF) 1,500 1,500 1,500
UN Educational & Training Program for Southem Africa (UNETPSA) ... 800 800 800
UNIDO Investment Promotion Service 250 500 500
UN Trust Fund for So. Africa (UNTFSA) 500
UN Voluntary Fund for Women (UNIFEM) 800
Convention on [nternational Trade in Endangered Species {CITES)...oovmersorrevcrens 150
UN Fellowship Program 45
World Heritage Fund (WHF) 220
UN Voluntary Fund for Victims of Torture (UNVEVT)......coocceceoesnmmsecssrssssmnes 100
Int. Panet on Climate Change (IPCC) 100
Int. Fund for Agricultural Development (IFAD) 40,000
World Food Program (WFP) 500

UK Int. Reseaich & Training Institute for the Advancement of Women
(INSTRAW) 200
UN Institute for Namibia (UNIN) 110
UK Center on Human Settlements {Habitat) 400
Total 226,115 209,000 210,115

The Committee has earmarked in the bill the following accounts
in the following amounts: UN Children’s Fund (UNICEF)
$65,400,000, UN Development Program (UNDP) $108,990,000, UN
Environment Program (UNEP) $12,000,000, Convention on Interna-
tional Trade in Endangered Species (CITIES) $750,000, and the
International Fund for Agricultural Development (IFAD),
$40,000,000. Payments to the U.N. Afghanistan Emergency Trust
Fund are addressed in Sec. 535 of the bill and are to be derived
from Economic Support Assistance.

The Committee has refrained from earmarking the remaining or-
ganizations in the bill in the interest of granting the Administra-
tion some additional flexibility. However, the Committee strongly
endorses the funding levels shown in the table for unearmarked ac-
counts and intends to closely monitor the allocation process. Flexi-
bility on earmarks in the future will depend heavily on the Admin-
istration’s responsiveness to the recommended funding levels
ghown in the table. The “Sec. 653(a)” allocation report sent to the
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Congress should contain the allocations by organization for this ac-
count.

THE UNITED NATIONS CHILDREN'S FUND

The United Nations Children’s Fund (UNICEF) continues to be
one of the Committees highest priorities. Few other programs have
such widespread and bipartisan support both in Congress and with
the American people. Given this support it is extremely difficult to
comprehend the continuing trend in the Administration to reduce
the amounts requested for UNICEF.

The Committee has also again included a provision requiring
that transfer of the entire amount provided occur within 30 days of
the passage of this Act. Last year under a potential cutoff of the
ability to expend any funds provided in thig bill, the Administra-
tion did comply with this requirement. The Coramittee has re-
tained the 30 day transfer requirement, but has not included the
limitation on expenditures. This action has been taken with the
ful: expectation that the 30 day transfer requirement to UNICEF
will be met.

A further discussion on UNICEF can be found earlier in the
report under “Items of Special Interest.”

INTERNATIONAL ATOMIC ENERGY AGENCY

The Committee has included bill language which stipulates that
funds may be made available to the International Atomic Energy
Agency only if the Secretary of State determines and reports to
Congress that Israel is not being denied its right to participate in
the organization’s activities.

CONVENTION ON INTERNATIONAL TRADE IN ENDANGERED SPECIES
(CITES)

The Committee has recommended a funding level of $750,000 for
CITES in fiscal year 1990, In fiscal year 1989 the Congress provided
$650,000 for this organization, an increase of $450,000 over the Ad-
ministration’s request. The increased funding levels in both fiscal
year 1989 and 1990 will enable the U.S. to remain in the vanguard
of international conservation and preservation of endangered
plants and animals.

As a specific result of Congress providing funds last year, CITES
was able to overcome shortfalls and deficits resulting from ex-
change rate fluctuation, issue full year contracts for its employees,
and initiate several projects of special interest. Funding CITES at
the Administration’s request level of $200,000 would cause the or-
ganization to cease functioning as an effective body. The UN Secre-
tariat has clearly indicated that it will no longer advance the nec-
essary funding to CITES to make up for temporary shortfalls. Fur-
thermore a reduction in the U.S. contribution will undoubtedly
result in decreased levels of contributions from other donors. Key
projects would be halted, including the ability to grant contracts
for the analysis of certain trade data. Farming and ranching of
some endangered species has resulted in successful breeding of cer-
tain animals, such as the American alligator. Actions such as these
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which substantially benefit U.S. producers and traders would have
to be curtailed.

The level of $750,000 recommended by the Committee will enable
CITES to (1) retire its debt to UNEP (2) continue to support the
work of the Ivory Control Unit (3) continue studies to evaluate
trade of the South American caiman and some species of cacti
which may warrant trade protection (4) enhance the analysis of the
World Conservation Monitoring Center (5) initiate work with the
IUCN Environmental Law Center to catalog and list species cov-
ered by national legislation (6) provide support staff and operation-
al funding to the secundments of investigations/enforcement offi-
cer from the U.S., and a Plants officer and (7) complete studies of
signficant trade in key species of animals and begin similar studies
of trade in certain plants.

INTERNATIGNAL SATELLITE MONITORING COMMISSION

The Committee endorses the concept of an international Satellite
Monitoring Commission. Such an organization will be essential in
view of the proliferation of remote sensing satellites. With strong
leadership the U.S. can coordinate this development, thereby guar-
anteeing technological leadership and non-discriminatory access to
information gathered by civilian satellites.

Information gathered by these satellites will play a vital role in
helping us to understand and manage the global environment, to
develop policies which enhance sustainable economic development,
to monitor crops and other natural resources, and to improve inter-
national stability.

Legislation has been introduced in Congress which would form a
national commission to develop a plan and a series of recommenda-
tions with respect to coordinating national and international civil-
ian satellite monitoring capabilities. This legislation is intended to
complement and expand on the President’s “Open Skies” proposal.

HABITAT

The Committee strongly endorses the activities of HABITAT and
has recommended a funding level of $400,000 in fiscal year 1990.

These funds are devoted directly to projects which demonstrate
the efficacy and appropriateness of housing policy approaches
based largely on private action and a sensible public/private part-
nership. The U.S. contribution has stimulated a number of other
couxf{tries to provide voluntary contributions in support of their
work.

The United Nations General Assembly has recently approved an
important new policy document prepared by UNCHS entitled “A
Global Shelter Strategy”. The Global Shelter Strategy provides the
essential framework for a concentrated assault on the menace of
homelessness and sub-standard shelter conditions. Not only does it
furnish substantive and procedural guidelines for achieving its ob-
jectives, but by promoting a partnership between government and
people, and between the public and private sectors, it offers realis-
tic prospects for overcoming major obstacles such as insufficiency
of resources and under-utilization of the potential for self-help.
Other notable features of the Strategy include its operational focus
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on action at the national and community levels, and its emphasis
on promoting self sufficiency through maximum utilization of in-
digenous human and material resources, including innovative ap-
proaches to resource mobilization. This is an excellent policy
framework and one which is much influenced by U.S. views.

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

The Committee has provided a level of $40,000,000 for the Inter-
national Fund for Agricultural Development, subject to agreement
on a third replenishment. It is the Committee’s understanding that
the outlines of a third replenishment agreement were tentatively
agreed to by participant countries at their recent meeting, Final
agreement on contribution levels are expected in late September of
1989, Funding in this bill has been recommended despite the ab-
sence of a request from the Administration because of the antici-
pated agreement, and because of the essential role IFAD plays in
bringing about a sustainable end to world hunger. This can only be
accomplished by helping poor fariners in the “eveloping world in-
crease their ability to feed themselves and their neighbors. Without
inclusion of funding in the fiscal year 1990 bill, no additional U.S.
funding could reach IFAD until Ocober of 1990. This would have a
serious negative impact on IFAD'’s ability to implement programs
under the third replenishment, as the U.S. is the largest contribu-
tor.

UNITED NATIONS ENVIRONMENT PROGRAM

The Committee has recommended $12,000,000 for the United Na-
tions Environment Program. Despite the Administration’s claims
of concern regarding the state of the world’s environment, the
funding request for UNEP was reduced from a level of $9,500,000
in fiscal year 1989 to the requested level of $8,000,000. UNEP has
played a key role in the negotiation of the Montreal Protocol and
has been a key factor in coordinating a worldwide assault on global
warming. The Committee has recommended additional funds in
order to allow UNEP to accelerate its priority programs in climate
change, ozone depletion, reforestation, biological diversity, chemical
and hazardous waste management and coastal management.

UNEP’s principal goals are to monitor and assess major global
and regional environmental trends, and to coordinate international
action to improve environmental and natural resource manage-
ment. As such it plays a unique role in the international arena on
environmental issues. It is one of the only international multilater-
al organizations that has shown some effectiveness in bridging the
gap between the needs of industrialized and developing countries.
It has a global mandate and can therefore address the wide range
of problems including acid rain, marine pollution, desertification,
carbon dioxide build-up and ozone depletion. It has played a valua-
ble coordinating role on international action to improve environ-
mental and natural resource management. In light of its vast and
increasing workload and the growing consensus in Congress to ad-
dress global environmental problems, it makes absolutely no sense
to decrease the U.S. contribution to UNEP’s budget. It sends the
wrong signal to the world and calls into question the depth of the
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Administration’s commitment to address global environmental
issues.

The Committee has increased the amount provided to
$12,000,000, which will enable the organization to address several
critical staff and program shortages. The increased funds will
enable additional staff to be hired to work in its Environmental
Law Unit and regional offices. With increased international con-
cern and public awareness, UNEP is being overwhelmed with re-
quests for assistance in devising programs and approaches to pro-
tect biological diversity, watersheds, soils, tropical forests, coastal
areas and to manage chemicals, hazardous waste and energy devel-
opment. The additional resources will also be used to operate the
GRIDS and GEMS monitoring systems. An increasing number of
governments are requesting UNEP to prepare environmental maps
of their nation in order to assist in development, planning and deci-
sionmaking.

Additional resources are also necessary for the Industry and En-
vironmental Office, the Oceans and Coastal Programme and the
African Environmental Ministers Conference. The Committee
strongly recommends that future budget requests for UNEP reflect
the growing role and the growing needs of this organization.

A recent GAO study on UNEP confirmed the effectiveness of the
organization in addressing global environmental concerns. It also
concluded that UNEP has adequate controls over its budget execu-
tion, financial and fund program reserves and trust funds. Howev-
er, it also concluded that their financial reserves are set too high,
their support cost budget has exceeded established guidelines, and
it may be administering too many marginal, small scale projects.
The Committee urges UNEP to address these concerns, and directs
the Department of State to report on what steps UNEP has taken
to implement them by April of 1990.

ORGANIZATION OF AMERICAN STATES

The Committee has recommended that the Organization of
American States receive $10,000,000 in fiscal year 1990. The Com-
mittee urges the OAS to allocate its technical assistance funds for
environmentally sound development. The work of the QAS is close-
}iy linked to the success of other efforts by the United States in the

evelopment of Central America, the Caribbean and Latin Amer-
ica. A significant portion of OAS technical cooperation supports
sustained development and environmentally sound investment
projects.

In recent years the OAS has undertaken studies with co-financ-
ing from the Inter-American Development Bank. This arrangement
has been helpful to the IDB in increasing its technical awareness of
environmentally sound development. Through the Amazon Treaty,
the OAS provides technical assistance to joint efforts in environ-
mental planning of areas in Brazil, Peru, Colombia, and Ecuador.
Planning of this kind can only be provided by a multilateral orga-
nization such as the OAS, and it has a significant multiplier effect
in terms of encouraging other donors to participate. At the level of
$10,000,000 the current level of technical assistance for enviromen-
tally sound development should be maintained.
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UN DEVELOPMENT FUND FOR WOMEN (UNIFEM) AND INTERNATIONAL
RESEARCH AND TRAINING INSTITUTE FOR THE ADVANCEMENT OF
WOMEN (INSTRAW)

The Committee recommends that two UN programs which specif-
ically address women’s development roles and needs, the UN Vol-
untary Fund for Women (UNIFEM) and the International Re-
search and Training Institute for the Advancerment of Women (IN-
STRAW), be funded at last year's level of $800,000 for UNIFEM
and $200,000 for INSTRAW.

UNIFEM has developed innovative credit, training, and technolo-
gy programs for women and has worked effectively to incorporate
women into mainstream development activities of the larger UN
agencies. INSTRAW has provided training for women in develop-
ment within the UN system and to government policymakers, and
has also assisted governments in establishing and improving sex-
disaggregated statistical data. Both of these small UN agencies pro-
mote development efforts by fostering greater international sup-
port for women’s vital roles in the economies of their respective
countries.

UNITED NATIONS UNIVERSITY

The Committee supports the objectives of the United Nations
University (UNU) as it attempts to explore solutions to problems
that beset the global community as a whole. Of particular interest
to the committee, however, is INRA—the Africa specific component
of UNU, and the committee recommends that AID give every con-
?ide(;'sation to supporting INRA in the allocation of fiscal year 1990

unds.

TITLE II—BILATERAL ECONOMIC ASSISTANCE
AGENCY FOR INTERNATIONAL DPEVELOPMENT

DEVELOPMENT ASSISTANCE
Fiacal year 1989 level $1,184,026,270
Fiscal year 1990 request 1,195,000,000
Committee recommendation 1,888,400,000

The Committee has provided, with one exception for Population
development assistance, funding for bilateral development assist-
ance under one central account. In prior years funding for develop-
ment assistance has been provided under specific functional ac-
counts. The new accoun* includes the total amount provided for de-
velopment assistance less amounts provided in a separate account
for Population activities plus amounts transferred from Economic
Support Assistance. The Committee’s recommendation for fiscal
year 1990 is consistent with action taken bv the House in authoriz-
ing fiscal year 1990 foreign assistance.

The new account structure will give the Agency for International
Development the additional flexibility requested by the Adminis-
tration to administer the development assistance program. The
Committee expects to see improved planning and implementation
of the development program as a result of these changes. If this
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does not occur, the Committee will consider returning to the more
restrictive process.

In accordance with the House passed authorization bill, H.R.
2655, the Committee has adjusted the development accounts and
included an additional $920,000,000 originally requested in the Eco-
nomic Support Fund account. This adjustment has been made pur-
suant to the authorization bill (H.R. 2655) which moved
$1,000,000,000 from Economic Support Assistance to Development
Assistance. The Committee has reduced this amount to
$920,000,000 to reflect a proportionate share of the Committee’s re-
duction to the total amount originally requested for the Economic
Support Fund in fiscal year 1990. Also, in accordance with the au-
thorization, the Committee has earmarked $500,000,000 for Egypt
in the Development Assistance account. The Committee has also
earmarked $17,000,000 for Jordan, and not less than $215,000,000
for Pakistan in this account.

AGRICULTURE, RURAI DEVELOPMENT, AND NUTRITION

The Committee recommends $461,930,000 for agriculturé, rural
development and nutrition activities.

SURPLUS DAIRY PRODUCTS

The Committee encourages AID to continue dairy development
efforts and has recommended up to $5 million in development as-
sistance for new projects of private entities and cooperatives using
surplus dairy products when available. The goal is E)i AID to sup-
port projects to help build markets for U.S. dairy products and
technologies, strengthen agricultural development efforts and boost
milk and dairy product consumption.

Reduced production of dairy products by the U.S. and European
Economic Community has resulted in a sharp decline in world sup-
plies and a three-fold increase in world market prices. Countries
which relied on surplus dairy donation are giving priority to devel-
oping their own domestic dairy industries to provide much needed
nutrition for their vulnerable populations, especially children.

The dairy development program has supported assistance to pri-
vate sector partners in over 15 developing countries. The strength-
ening of privaie sector dairy production, processing and market-
ing—usually undertaken by many small impoverished farmers—
has increased consumer access to quality dairy products, contribut-
ed to improved nutrition and opened new opportunities for the
transfer and sale of U.S. dairy technologies and products.

VITAMIN A DEFICIENCY

The Committee has earmarked $8 million of the funds under de-
velopment assistance for the AID Vitamin A deficiency program.

AGRICULTURE ACTIVi'l‘IES IN POLAND

The Committee has provided up to an additional $17,000,000 in
assistance to support agriculture activities in Poland. These funds
are to be managed by the Polish Catholic Church or .:l.er nongov-
ernmental organizations. Funding has been provided for the past
three years for the same purpose, and it appears that the Govern-
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ment of Poland continues to allow this funding to be used for its
intended purpnses. : ' v
The Committee believes that the United States should continue
to pursue agriculture (gx;lograms in Polend, and therefore has again
placed language providing funding in the bill. N

INDIA FEEDING PROGRAM

The Committee agrees with the fiscal year 1990 feeding program
planned by AID for India.

The Committee continues to believe in the legitimate and impor-
tant role of the India feeding program. It urges AID to continue to
consider the solicitation of additional feeding proposals.

v also directs AID to ensure that this program is carried out in
the most efficient and effective manner possible and that any prob-
lems associated with the program are dealt with expeditiously.

RESEARCH BY ICIPE

The Committee is aware of the important biological pest control
accomplishment of the International Centre of Physiology and
Ecology (ICIPE). The Committee notes with satisfaction that the
Agency for International Development has collaborated successful-
ly with ICIPE on several occasions, most recently in the area of
livestock tick vaccines and ecology population modeling, as well as
integrated pest management programs in the Oyugis area of
Kenya. The Committee encourages AID to continue this mutually
beneficial process.

AQUACULTURE

The Committee received testimony regarding a systematic ap-
proach of improving protein production and consumption through
new technologies r.mdp expert systems in the field of aquaculture.
The Committee encourages sucK innovative approaches as that ad-
vanced by the partnership of Puerto Rico, Massachusetts, and
Hawaii in which Third World aquaculture development would en-
hance not only available supplies of protein but also contribute to
local economic development initiatives through private capital in-
vestment and job creation. This proposed project incorporates the
principles for activities such as training, research, technical assist-
ance and institution building. As such, the Committee expects AID
to allocate funds for this project to the organizations participating
in this partnership, as outlined in the testimony presented ‘l;efore
the Committee.

COLLABORATIVF. RESEARCH SUPPORT PROGRAMS

The Committee is aware that, working independently, ecologists,
production agriculturalists, and social scientists will fail to produce
the management systems and technology necessary to meet the
challenge of feeding the world’s malnourishea populations and that
the iand available to grow food is diminishing rapidly because of
?xgl&ting cultivation, leaving only marginal land on which to grow
ood.

The Committee is hopeful that through interdisciplinary collabo-
ration between U.S. and counterpart scientists from the developing
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countries, working closely with the local farmers, food production
and natural resource sustainability can be compatible and meet
this challenge of feeding the hungry.

Accordingly, the Committee directs the Agency for International
Development to consider providing additionally, no less than $10
million over the next three years to establish a new Collaborative
Research Support Program which will focus on sustainable agricul-
ture and natural resource management, and which will work close-
ly with the Board for Food and Agricultural Development and Eco-
nomic Cooperation (BIFAD/EC).

In addition, the Committee believes that the on-going agricultur-
al research programs, if adequately funded, could offer effective sci-
entific networks to further address these sustainable agriculture
issues, including the need to add environmental components like
integrated pest management and soil conservation practices to the
existing research programs. Therefore, the Committee recommends
AID provide an additional $5 million in fiscal year 1990 to support
the current research programs which are conducted by the Office
of Agriculture in the Bureau of Science and Technology, including
the on-going Collaborative Research Support Programs.

CHILD SURVIVAL ACTIVITIES AND HEALTH

The Committee has followed the developinent account format in-
cluded in the fiscal year 1990-1991 authorization bill for child sur-
vival activities and health. However, the Committee continues to
strongly support programs designed to improve health conditions
and activities utilizing simple, available technologies which can
reduce childhood illness and death.

The Committee has earmarked at least $245,000,000 from devel-
opment assistance for child survival activities and health plus at
least 10 percent of the assistance included in the fund for Sub-Sa-
haran Africa for improving health conditions, with special empha-
sis on meeting the health needs of mothers and children.

CHILD SURVIVAL

AID is not currently funding child survival activities at adequate
levels. Although the Conference Report on last year’s bill recom-
mended funding at least $185,000,000 from development and ESF
on child survival activities, it appears that AID will only spend
$170,000,000. The Comnmittee expects AID to fund child survival ac-
tivities from all sources in the bill at not less than $200,000,000 in
fiscal year 1990.

RIVER BLINDNESS

The Committee believes that AID should allocate at least
$5,000,000 for the World Health Organization’s program to elimi-
nate onchocerciasis (river blindness). The Committee continues its
support of activities of the World Health Organization to eliminate
river blindness as a severe public health problem and impediment
to development in much of West Africa.

At the direction of Congress last year AID increased its volun-
tary contribution to the World Health Organization’s Onchocercia-
sis Control Progran: from $2,500,000 to $5,000,000. The increased
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U.S. contribution leveraged an additional $5,600,000 from other
donces. It is the Committee’s expectation that bg' providing at least
$5,000,000 in fiscal year 1990 more funds should be leveraged from
other donors. With the necessary tools, including adequate funding,
this disease will be reduced by 1997 to a level where it will never
return as a threat to public health.

PUBLIC HEALTH SERVICE REIMBURSEMENTS

The Committee has retained and revised last year's General Pro-
vision that provides for reimbursement to the United States Public
Health Service or the Centers for Disease Control for the full cost
of Public Health Service employees carrying out child survival and
AIDS-related activities.

As a result of the continuing spread of AIDS in many developing
countries, there will be a growing need for A.LD. to utilize techni-
cal advisers for the implementation of AIDS prevention and control
programs in developing countries. In fiscal year 1989, A.LD. ex-
pects to increase the number of countries with major AIDS preven-
tion subprojects from about 25 to approximately 40. At present,
A.LD. has been able to place AIDS technical advisers in only five
countries. The additional in-country personnel will be most impor-
tant in Africa where the AIDS pandemic is greatest and the health
infrustructure most weak.

In recognition of the growing ..eeds for technical advisers in the
area of AIDS prevention and control, the Committee j recommend-
ing that A.LD. be allowed to utilize AIDS Preventica and Control
funds, as well as other development funds, to reimburse those insti-
tutions that have detailed personnel to A.ID. to work in the AIDS
prevention and child survival programs.

PROJECT HOPE AND PEDJECT PIONEER

The Committee urges AID to review the project HOPE program
called Project Pioneer. Project Pioneer hopes to utilize satellite TV
in an educational project for Northern Thailand to facilitate the
suppression and eventual elimination of dependence on drug pro-
duci:ixg ((:igops by Thai villages, in addition to improving their living
standards.

AID AND VACCINES

The Committee notes that success of child survival activities has
made it possible to deliver childhood vaccines in the Expanded Pro-
gram on Imiaunization (EPI) throughout the developing world.
Vaccines and immunization can be one of the most effective ways
to prevent diseases in developing countries. The Committee also
notes that it is believed that EPI is capable of delivering more vac-
cines to prevent additional diseases. However, few effective and
safe vaccines suitable for delivery in developing countries exist, al-
though we possess the scientific knowledge to preduce them.

The Task Force for Child Survival, located in the United States,
coordinates the child survival activities of the United Nations
agencies responsible for the EPI. The Committee strongly recom-
mends that AID provide adequate funding for the Task F“'orce for
Child Survival to accelerate the development and application >f
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new and improved vaccines most suitable for use by the EPI in de-
veloping countries.

INTERNATIONAL AIDS PREVENTION AND CONTROL

The Committee recommends an earmark of not less than
$42,000,000 in Development Assistance for the International AIDS

revention and control program. The Committee has earmarked
¥25,000,000 of the funds earmarked for AIDS prevention and con-
trol for the World Health Organization in order to assure continu-
ance of the work being done by that organization. While the Com-
mittee has provided 525 million to support WHO’s Global Pro-
gramme on AIDS. The Committee will look at future allocations
that reflect more of a balance between AID and WHO funding.

The Committee believes that both WHO and AID should acceler-
ate their local level programs of prevention and education and con-
centrate on service delivery during fiscal year 1990.

The Committee also believes that if the Palestine Liberation Or-
ganization is admitted to WHO then no funds should be trans-
ferred to WHO for any health program.

The committee wishes to emphasize the importance it attaches to
the role of private voluntary organizations and non-governmental
organizations in the fight against AIDS. Private voluntary organi-
zations have worked over the years with local communities in de-
veloping countries in many ways, including the provision of medi-
cal and health education, often in areas where governmental
health services are limited. U.S. non-governmental organizations
have had valuable expertise in training, evaluation, and in develo
ing materials for health education efforts. Thus both are ideally
suited to articipate in World Health Organization and AID efforts
to increase public awareness and knowledge concerning the preven-
tion of AIDS: AID and WHO should take steps to promote and sup-
port the participation of these organizations in the campaign to
prevent AIDS.

EpucaTioN AND HUMAN RESOURCES

The Committee recommends that AID allocate at least
$134,390,000 for education and human resources activities in fiscal
year 1990. The Committee believes that AID should follow the rec-
ommendations provided in last year’s Statement of Managers on
the fiscal year 1989 bill. This stutement indicated that $64,770,500
had been earmarked for secondary and primary education to illus-
trate Congressional concern toward addressing the educational pri-
ority that needs to be given to U.S. bilateral assistance. The lan-
guage also indicated that in fiscal year 1990 and 1991 AID should
initiate three new bilateral projects in basic and primary education
and two of these projects per year should be in Sub-Saharan Africa.

MEXICAN PEACE SCHOLARSHIPS

The Committee continues to support the Central America Peace
Scholarship (CAPS) and Andean Peace Scholarship (APSP) pro-
grams, two components of the proposed Caribbean and Latin Amer-
ican Scholarship Program (CLASP II). A.LD., with Congressional
approval, has expanded upon the CAPS program as originally con-
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figured under the National Bipartisan Commission on Central
America—and understanding that continued friendship with the
government and people of Mexico is a paramount foreign policy
concern of the United States—the Committee recommends A.LD.
develop a Mexican Peace Scholarship initiative as a fifth compo-
nent of the CLASP II program. The Committee further recom-
mends that the agency confer with the Congress in preparing pro-
gram guidelines for this initiative and subsequently, to seek fund-
ing for the program in the fiscal year 1991 Congressional Presenta-
tion.

COLOMBO PLAN STAFF COLLEGE

The Committee notes the significant improvement in the admin-
istration of the Colombo Plan Staff College since 1986. A staff col-
lege, as an institution concerned with the retraining of senior per-
sonnel in short intensive courses, is particularly relevant in the
region with its tiers of Newly Industrialized Countries (NICs) and
emerging NICs. It is the belief of the Committee that renewed par-
ticipation in the Colombo Plan Staff College would provide the U.S,
with an opportunity, not only to put the College back on secure fi-
nancial footing, but to promote American ideas and technology in
the rapidly industrializing nations of South Asia and the Pacific.

The Committee recommends that at least $60,000 in development
funds should be allocated to a renewed U.S, contribution to the Co-
lombo Plan Staff College.

CARIBBEAN LAW INSTITUTE

The Committee has retained last year's provision providing
$1,500,000 for the Caribbean Law Institute. The Caribbean Law In.
stitute is a program to promote the reform and codification of laws
in the Caribbean, particularly laws relating to trade and com-
merce. CLI is patterned after the American Law Institute and the
Uniform Commissioners of State Laws, organizations through
which model codes are developed in the United States. Current ac-
tivities include harmonization efforts in maritime law and compa-
ny law, a survey of commercial law, an arbitration project and a
treaties project.

INTERNATIONAL STUDENT EXCHANGE PROGRAM

The Committee recognizes and supports efforts to provide oppor-
tunities for disadvantaged foreign students to study at United
States institutions of higher education as an essential effort to in-
crease the exposure of a broad cross-section of the populations of
developing nations to U.S. society and culture. In this regard, the
Committee applauds the work of the International Student Ex-
change Program and expects the Administration to maintain fund-
ing for the program at the previous year’s level. The Committee be-
lieves the program’s utilization of U.S, community colleges under
the Central American Scholarship Program is especially worthy of
praise and encourages the Administration to make greater use of
coiumunity colleges in other foreign scholarship prograr::.
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PRIVATE SECTOR, ENVIRONMENT AND ENERGY

The Committee feels that AID should allocate $124,710,000 for
programs dealing with the private sector, environment and energy.

UNITED STATES, ISRAEL AND DEVELOPING COUNTRY COOPERATIVE
PROJECTS

The Committee has earmarked not less than $7,500,000 in devel-
opment funds to be used for cooperative projects among the United
States, Israel and developing countries, particularly Africa. This
program is designed to tap Israel’s extensive experience and exper-
tise in such areas as arid and semiarid agricultural production.

Within the $7,500,000, the Committee has earmarked $5,000,000
to be used under the Cooperative Development Program and
$2,500,000 to finance cooperative development research projects.

RURAL ELECTRIFICATION

The Committee strongly supports maintaining bilateral and mul-
tilateral programs for rural electrification. Rural electric needs are
related to the international debt crisis because the suppl{v of elec-
tricity and what it costs have a direct impact on a nation’s produc-
tivity, especially for developing countries dependent on agricultural
exports for foreign earnings.

The developing countries’ per capita electricity consumption is
less than 10 percent of industrial countries. Their future demand
growth rate is three to four times that of the United States. Elec-
tricity production in developing countries quadrupled between 1970
and 1980 and can be expected to increase by over 1000 percent 1:>-
tween 1970 and 1995,

Two critical issues are financing these skyrocketing energy
needs, including distribution to rural areas, and the development of
power supplies which do not overburden the global environment.
The rural electrification experience in the United States can pro-
vide some of the answers. It is a model of government and private
partnership for meeting rural energy requi~~ments which has been
successfully adopted by countries as diverse as the Philippines,
Bangladesh and Costa Rica. The Committee urges the World Bank,
regional multilateral banks and AID to strengthen their support of
these types of proven energy programs. In particular, AID’s Office
of Energy can play an important leadership role.

The Committee further believes that there is an urgent need to
limit energy losses in inefficient systems now in operation and to
expand distributions systems critical to agricultural productivity
from exising power plants. Programs are needed to build the insti-
tutional capacity of central power authorities, in particular for
more efficient distribution which puts the responsibilty into the
hands of rural people through cooperatives or similar community
based orgu.izations.

New and less polluting technologies, such as improved hydropow-
er and biomass generating, also should be actively pursued to
lessen the environmental impact of the inevitable growth in both
the urban and rural power sectors. New financing systems, includ-
ing debt for development approaches, should be explored to reduce
the foreign exchange burden of oil imports and to fund new and
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improved technological power supply options based on nonpolluting
resources available in developing countries.

CENTRAL AMERICAN RURAL ELECTRIFICATION

The Committee has earmarked $5,000,000 for the Central Ameri-
can Rural Electrification Support Project. This multi-year initiative
is addressing constraints to rural electrification through improve-
ments in engineering, organization, management, power supply
and end use programs for five Central American countries, Using
REA standards, the project is assisting national utilities in reduc-
ing the initial capital costs, operation and maintenance of rural
electric lines by 30 percent or more. The project is training public
utility executives in more business like management practices such
as strengthening end use applications to increase loads, and provid-
ing rural residents with credit and more reliable service. The
project is advancing more private sector solutions to electric distri-
bution including cooperatives, and lower cost generation through
small hydropower. Finally, the project is exploring new financing
mechanisms to make rural electrification “bankable” and ensure
that lenders and donors maximize their investment in generation
facilities through distribution systems which do not require heavy
government subsidies.

In fiscal year 1990, the Committee recommends that AID provide
$5,000,000 in funding through ROCAP for Central American Rural
Electrification Support projects, primarily for pursuing creative fi-
nancing mechanisms, including debt for development, to support
privately-oriented rural power supply and electric distribution ini-
tiatives in Honduras, Costa Rica, and elsewhere in the region.

SMALL SYSTEM RURAL WATER DEVELOPMENT

The Committee recognizes the effectiveness of tha National
Rural Water Association in supporting the development and main-
tenance of rural water systems in the United States. The Commit-
tee, therefore, encourages the Agency for International Develop-
ment, the International Bank for Reconstruction and Development,
and the World Health Organization to work with the National
Rural Water Association to develop a pilot program to provide
technical assistance for rural water programs in lesser developed
and developing countries. The Committee understands that this
program could be initiated with funding of $150,000.

OFFICE OF ENERGY—BIODIVERSITY ACTIVITIES

The Committee has earmarked $20,000,000 in the bill for the
Office of Energy and $10,000,000 for Biodiversity activities. This
action is discussed earlier in the report under the Environmental
Priorities section.

ELEPHANT CONSERVATION ACTIVITIES

The Committee feels that AID should allocate approximately
$2,000,000 in fiscal year 1990 development funds for elephant con-
servation activities in Africa.

African elephants now number fewer than 700,000—a decline of
50 percent from a decade ago. Experts have testified that the ille-
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gal ivory trade is the major cause of the recent decline in African
elephant populations. Furthermore, they agree that we are losing
the war against poachers and that without a substantial increase
in financial support for elephant conservation measures, there is
little hope that the African elephant will survive.

As a result of this crisis and in recognition that the United
States is one of the major n.arkets for worked ivory, Congress
passed the African Elephant Conservation Act at the end of the
last session. The Act contains meucures to end the flow of illegal
ivory and authorizes $5 million to provide financial assistance for
elephant conservation projects in Africa. As of yet, AID has not al-
located funds specifically for this project.

There is a growing international effort to save the African ele-
phant. That effort is based primarily on an elephant conservation
action plan recently developed by an international cnalition of ele-
phant experts and endorsed by the African Elephant Working
Groups of the Convention on International Trade in Endangered
Species of Wild Fauna and Flora (CITIES). This plan outlines the
various actions needed to save the African elephant—such as in-
creased anti-poaching efforts and the protection of key populations.
The European Economic Community has already pledged an
annual contribution for African elephant conservation initiatives
this year. As international momentum continues to grow, it is cru-
cial to the African elephant’s survival that the U.S. contribute to
this international effort and maintain its leadership role.

The Committee commends the Africa Bureau of the Agency for
International Development for beginning to work with African gov-
ernments and non-governmental organizations on projects to pro-
tect African elephants.

The Committee is deeply disturbed by evidence that the increas-
ingly lucrative and uncontrolled trade in illegal elephant ivory has
precipitated a devastating decline in the number of African ele-
phants surviving in the wild. The Committee is also extremely con-
cerned that loss of the elephant, which experts warn may occur in
as few as 15 years without immediate and substantial help from
the international community, would harm the tourism: industry, an
important source of revenue in a growing number of African coun-
tries.

Until June when the authority under the African Elephant Con-
servation Act of 1988 was used to suspend all imports of ivory into
the United States, the United States was a major importer of ele-
phant ivory; therefore, we have a responsibility to assist efforts to
save this unique species from extinction. The committee strongly
urges A.LLD. to broaden the U.S. role in the protection of African
elephants, and to increase its level of financial and technical assist-
ance to the African countries and conservation organizations work-
ing to ensure the future survival of this magnificent animal.

ScIENCE AND TECHNOLOGY

The committee recommends that ATD allocate $8,370,000 for the
Science and Technology program for fiscal year 1990.
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OFFICE OF RURAL AND INSTITUTIONAL DEVELOPMENT

In recent years, the Committee has looked with special favor on
the work funded by AID’s Office of Rural and Institutional Devel-
opment (S&T/RD). In our reports for fiscal year 1988 and 1989, for
example, the Committee directed AID to provide minimum levels
of funding for this Office. We continue to believe that research
funded through the Office is important.

Just as the Committee wishes AID to understand the importance
that we attach to the Office, we encourage the Office to understand
the importance that we attach to the work of small, non-profit, or-
ganizations. For example, the Committee is aware of the excellent
work done by the Institute for Development Anthropology under
its cooperative agreement with AID, “Human Settlements and Re-
source Systems Analysis” (Project 931-1135). A follow-on agree-
ment, “Systems Aproach to Regional Income and Sustainable Re-
source Assistance’ (Project 936-5452), is now being finalized ard
the Committee expects to follow project approval and implementa-
tion closely.

Small institutions are in special need of core funding if their crit-
ical work is to be sustained. As with other institutions, they should
be treated equitably and in a professional manner. At the same
time, because they are financially vulnerable, special recognition
should be paid to the unique problems small institutions face.

ASSISTANCE FOR DISPLACED CHILDREN

The Committee has included a provision that earmarks not less
than $3,000,000 from development assistance funds for children
who have become orphans or displaced as a result of natural and
man-made disasters. This funding continues the program initiated
by the Committee two years ago.

The Committee is concerned that it has yet to receive a plan
from AID for a program for displaced children that was requested
in last year’s report. The request for a plan is renewed by the Com-
xlxégz(t)ee and AID should submit this plan no later than Februa:y 1,

A further discussion on the program for displaced children can
be found earlier in the report under Items of Special Interest.

PRIVATE AND VOLUNTARY ORGANIZATIONS

The Committee continues its support for funding the Office of
Private and Voluntary Cooperation and recommends that
$60,000,000 be allocated in fiscal year 1990 for that purpose. The
Committee also recommends that AID allocate $10 million for the
PVO enhancement program and $6 million for development pro-
grams by U.S. cocperatives. Although the fiscal year 1990 House
report and the Conference report both called for AID to provide
$60 million for the PVO program and $10 million for the enhance-
ment program, AID did not follow this directive. The Committee
has received assurances from AID that the fiscal year 1990 pro-
gram will be carried out.

For many years, the Committee has expressed its support for
PVOs and cooperatives and the importance of AID’s central office
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which allows for more independent funding of worldwide programs.
The 245 registered PVOs have an expanding revenue base from pri-
vate sources of upwards to $2.2 billion per year. They manage an
additional §1 billion in U.S. Government resources, including Food
for Peace commodities.

With a shrinking United States develdpment assistance budget,
the Committee believes that strengthening people to people chan-
nels of assistance through the Office of Private and Voluntary Co-
operation must be a priority for AID. Grants from this office build
the institutional capacity of PVOs and their local partners. These
grants assist PVOs in launching and expanding their grass roots
development programs.

The United States is unmatched in its degree of voluntarism.
The Committee views PVOs and cooperatives as one of the compar-
ative advantages the American people bring to development. PVOs
and cooperatives are also a means to educate the public about the
importance of economic development, not only to those in need
overseas, but in our own economic interest.

MICROENTERPRISE

Of the funds appropriated by this act to carry out part I and
chapter 4 of part II of the Foreign Assistance Act of 1961, the Com-
mittee recommends that $75,000,000 be made available for pro-
grams of credit and other assistance for micro-enterprises in devel-
oping countries. Local currencies may be used for assistance for
micro-enterprises and may assist in making up the $75,000,000
level for the micro-enterprise program.

The Administrator of the Agency for International Development
is urged to target this program to individuals in the poorest 50 per-
cent of the population in AID assisted developing countries, with
clear priority given to the poorest 20 percent of the population, and
at least 50 percent of all resources supporting productive activities
managed by women. Credit and other forms of assistance should be
channelled primarily through private community based organiza-
tions. The loans in this program should be less than $300 per bor-
rower.

The Agency has clearly accomplished much in the area of provid-
ing credit ud other resources to small and micro-business in devel-
oping courncries. The recommended level is designed to target re-
sources to the most marginalized people in AID assisted countries,
and to strengthen the community based institutions which serve
this population.

The Committee expects the Administrator to report to the Com-
mittees on Appropriations on the Agency’s plans for implementing
this micro-enterprise program in accordance with the agove guide-
lines no later than April 1, 1990.

WOMEN IN DEVELOPMENT

The Committee has included a provision that earmarks not less
than $5,000,000 in development funds to be used to encourage and
promote the participation and integration of women in the develop-
ment process in developing countries. The Committee also specifies
that of this amount, not less than $3,000,000 is to be used as match-



97

ing funds to support the activities of the Agency for International
Development’s field missions to integrate women into their pro-
grams.

The Committee acknowledges the efforts of the Agency for Inter-
national Development in carrying out the mandate of Section 113
of the Foreign Assistance Act to encourage and promote the par-
ticipation and integration of women as equal partners in the devel-
opment process in developing countries. The importance of actively
integrating women into development, for reasons of both equit
and economics, has become widely understood and accepted at
and in the larger development community. Therefore, the Commit-
tee chose to strengthen the original mandate in last year’s bill. The
Xlorﬁxmittee expects a continuation of that strengthening effort by

In requiring AID to seek to ensure that country strategies and,
where appropriate, projects and programs, are designed so that the
percentage of women who receive assistance is at least in approxi-
mate proportion to their traditional participation in the targeted
activities, and will increase wherever possible, the Committee con-
tinues to look to AID to adopt specific approaches likely to contrib-
ute to the achievement of those goals.

The Committee expects that agency staff and contractors will in-
clude sex-disaggregated data, where appropriate, in all country,
profect and program documents. This information should also be
included in all relevaut research projects, and project and program
evaluations should include assessments, where appropriate, of the
program’s or project’s impact on women and success in helping to
integrate women into the development process. Where the goals for
WID cannot reasonably be incorporated into t.ie design of particu-
lar programs or projects, the Committee requests that program or
prgjiect documents identify the obstacles to incorporating those
goals,

In designing projects and programs to carry out this provision,
the Committee urges AID and agency contractors to identify and
take advantage of opportunities to assist women in activities that
are of critical significance to their self-reliance and development.
This should include appropriate extension and related services to
women engaged in subsistence or cash crop production and train-
ing, technical assistance, credit and other services to strengthen
the managerial skills and capabilities of women, with special atten-
tion to women’s institutions and women entrepreneurs.

Of particular concern to the Committee is the level of women'’s
involvement in AID’s participant educaticn and training programs.
AID is directed to seek to increase training opportunities for
women from all regions, and to make necessary provisions in its
training programs for addressing the specific needs of women.

The Committee compliments AID on its efforts to date and en-
courages the agency to continue to provide training for all appro-
priate Washington, DC and mission-based professional staff, AID is
also to provide guidance on strategies for achieving the goal of in-
corporating women in the planning, design, implementation, man-
agement, and evaluation of the agency’s development activities.
AID should also strongly encourage universities participating in
programs under title XII of chapter 2 of part I of the Foreign As-

19-540 0 - 89 - 4
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sistance Act of 1961, other agencies of the U.S. Government, and
contractors involved in carrying out programs administered by the
agency to develop and implement WID training programs for their
professional staffs,

The Administrator of AID is directed to take steps to ensure that
senior-level staff from each of the regional and technical bureaus
who are in decisionmaking positions with respect to the integration
of women in the operations of their bureaus are actively involved
in, and committed to: (1) overseeing the implementation of this pro-
vision; (2) assisting agency missions in the development process; (3)
designing means for ensuring that staff at all levels of the agency
are similarly involved in, and committed to, achieving the goals of
incorporating women into the development process; and (4) estab-
lishing specific criteria for measuring and evaluating the agency’s
performance in incorporating women in development activities,
and developing ways to institutionalize learning within the agency
on WID activities.

PrivaTE SECTOR REVOLVING FUND

(BY TRANSFER)
Fiscal year 1989 level ($9,000,000)
Fiscal year 1990 request 6,000,000
Committee recommendation | (4.611.502)
(LIMITATION ON DIRECT LOANS)
Fiscal year 1989 level ($12,000,000)
Fiscal year 1990 request 3,600,000
Committee recommendation (8,228,061)
(LIMITATION ON GUARANTEED LOANS)
Fiscal year 1989 level ($50,000,000)
Fiscal year 1990 requast 60,000,000)
Committee recommendation (46,115,020)

It is the Committee’s intention that reflows and other income ac-
cruing to the Private Sector Revolving Fund in any fiscal year be
obligated within the ceilings imposed in Appropriations Acts. The
Committee has provided $25,000,000 as a limitation on contingent
liability for loan principal.

PoPULATION, DEVELOPMENT ASSISTANCE

Fiscal year 1989 level ($197,940,000)
Fiscal year 1990 request (201,600,000)
Committee recommendation 201,600,000

The Committee has included prior year language in the bill that
requires that none of the Population, Development Assistance
funds for this year or any unobligated balances be made available
to any organization or program which, as determined by the Presi-
dent, supports and participates in the management of a program of
coercive abortion or involuntary sterilization. The bill language
also states that funds for Population, Deveiopment Assistance
cannot be used to pay for the performance of abortions as a method
of family planning or to motivate or coerce any person to practice
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abortions. Further, the language indicates that in order to reduce
reliance on abortions in developing countries population funds
shall be available only to voluntary family planning projects which
offer, either directly or through referral to, or information about
access to a broad range of family planning methods and services.
An additional provision in the bill requires in awarding grants for
natural family planning under Section 104 of the Foreign Assist-
ance Act, no applicant shall be discriminated against because of
such applicant’s religious or conscientious commitment to offer
only natural family planning; however, all such applicants shall
lc)(i)lexply with the requirements of informed consent included in the

Finally, the Committee has included language from last year’s
bill that states that nothing in the population section of the bill is
to alter any existing statutory prohibitions against abortion which
are included under section 104 of the Foreign Assistance Act.

SuB-SAHARAN AFRICA, DEVELOPMENT ASSISTANCE
(FUND FOR AFRICA)

Fiscal year 1989 level $6500,000,000
Fiscal year 1990 request 515,000,000
Committee recommendation 516,000,000

The Committee recommends $515,000,000 for development assist-
ance activities in sub-Saharan Africa, the amount proposed by the
Administration.

USE OF FUNDS

Funding provided for fiscal year 1990 is to be used to implement
the third full year of what has come to be known as the Devzlop-
ment Fund for Africa (DFA). The DFA was established originally to
provide an assured and stable source of funding for sub-Saharan
Africa. Recognizing that African nations face unique development
challenges, the DFA was also designed to allow AID to use develop-
ment assistance funds in a more flexible fashion.

As in the two previous years, the Committee expects these funds
to be administered in accordance with the Statement of Managers
accompanying Public Law 100-202. Consultations and reports re-
quired in the Statement of Managers should continue to be ad-
hered to by AID in fiscal year 1990,

The Committee has refrained once again from earmarking any of
the funds for Africa for functional purposes. As in the past, how-
ever, the Committee continues to expect that AID will allocate at
least the equivalent of 10 percent of the funds for each of the fol-
lowing activities: (1) maintenance of the natural resource base, in-
cluding agricultural activities that directly support this purpose, (2)
improvements in health conditions, with special emphasis on the
needs and education of mothers and children, and (3) voluntary
family planning. AID may use funds available from this fund as
well as its centrally funded programs to achieve these targets.

The Committee encourages AID to expand bilateral family plan-
ning programs in sub-Saharan Africa. It also believes that AID
needs to be doing more to improve health conditions in that region
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of the world. Currently, AID’s health program in Africa is heavily
focused on child survival activities. While the Committee com-
mends AID for its work in this field, it believes that insufficient
attention is being paid to other health problems in the region.

The Committee has included language in the bill which indicates
that African Fund provisions will follow language in a fiscal year
1990/1991 authorities act. If authorizing language is not in place,
then provisions in last year’s Foreign Operations Appropriations
Act will prevail.

EXPERIENCE TO DATE

Although experience to date with the new DFA is still early, the
Committee has been encouraged by a number of developments. In
particular, performance seems to be playing a more significant role
in the allocation of funds to specific cou::tries than was the case
prior to the DFA. Nonetheless, the Committee would note two
broad concerns in this connection.

First, the Committee is concerned that the limited resources
available to AID are being spread over too many countries and pro-
grams in sub-Saharan Africa. In fiscal year 1990, for example, AID
indicates that some thirty-nine countries will receive assistance
from the Development Fund for Africa.

The level of U.S. commitment in most countries is very small. Of
the thirty-nine countries scheduled to receive assistance, only one
wi.l receive in excess of $30 million. Six countries will receive be-
tween $20 million and $30 million, and another nine will receive
between $10 million and $20 million. The remaining twenty-three
countries will receive less than $10 million each.

At these levels of assistance, the Committee questions whether
U.S. development aid can be relevant to the serious economic prob-
lems sub-Saharan African countries face. Our purpose in establish-
ing the DFA was not to demonstrate a U.S. presence throughout
Africa but rather to help those African nations that are making a
serious effort to address their economic problems. If substantial ad-
ditional resources were available, the Committee might have an-
other view. Absent sufficient resources, the Committee believes
that AIL should make a serious effort to limit the number of coun-
tries receiving assistance from the DFA.

Second, while AID argues that DFA funds should be allocated on
the basis of economic performance, it seems prepared to make some
notablz exceptions to its own standard. For example, Ghana contin-
ues to receive little assistance in spite of the fact that it is one of
the best economic performers on the continent. Other good per-
formers such as Madagascar and Uganda also receive little assist-
ance.

By contrast, some countries such as Liberia, Somalia and the
Sudan continue to receive assistance in spite of their unwillingness
to address their economic problems. In the case of Sudan, it is diffi-
cult to justify providing any long-term development assistance
given the failure of the Sudanese government to cooperate ade-
quately with efforts to alleviate suffering in the southern part of
that nation,
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In any event, this Committee takes a different view of perform-
ance than AID. The Committee recognizes that sound economic
policies are necessary to promote long-term development. At the
same time, we continue to believe that need and the commitment
of African governments to alleviating poverty and promoting basic
human needs should be the primary criteria used for allocating
scarce DFA resources.

LIMITATION ON ESA ASSISTANCE FOR SUB-SAHARAN AFRICA

In an effort to respond to the concerns of the Administration re-
garding excessive earmarking of the ESA account, the Committee
has refrained from earmarking economic support funds for sub-Sa-
haran Africa in fiscal year 1990. Having made a good faith effort to

rovide the Administration with greater flexibility in allocating
ESA, the Committee will be watching closely to determine whether
Administration decisions merit flexibility.

In particular, the Committee is concerned that some officials
within the Administration may be tempted to stretch limited ESA
funds further by substituting DFA funds in their place. In provid-
ing the Administration with greater flexibility in the ESA account,
it is not the intention of the Committee to have the allocation of
DFA funds politicized. Countries that are not making any serious
effort to address their economic problems, like Somalia, Sudan, and
Liberia, should not be allocated more DFA as a way of compensat-
ing for reduced ESA funds.

In short, the Administration should not plan on allocating more
DFA assistance than was originally requested under this heading
to any African country for which ESF/ESA was also requested in
fiscal year 1990. The Committee will vigorously resist efforts to po-
liticize the allocation of DFA funds, and the Administration will be
making a serious mistake if it attempts to stretch limited ESA
funds further by so doing.

SCHOLARSHIPS FOR DISADVANTAGED SOUTH AFRICANS

The Committee has again under the General Provisions Title
earmarked $10 million for internal and external scholarship pro-
grams for disadvantaged South Africans. The Committee also di-
rects AID to provide an additional $10 million in DFA resources for
this purpose. The Administration recommended only $11 million
for scholarships in fiscal year 1990, but the Committee believes
that amount is totally inadequate.

In providing these additional funds, the Committee directs that
there should be no decline in funding from current fiscal year 1989
levels (as shown in AID’s Congressional Presentation Document)
for other programs that assist disadvantaged South Africans.

DEBT PROGRAM

The fiscal year 1989 Foreign Operations Appropriations Act in-
cluded a provision, section 572, providing flexibility to AID in ad-
dressing the debt problems of those sub-Saharan African countries
that are making a serious effort to address their economic prob-
lems. The Committee has been advised that this provision does not
need to be carried forward in the current bill and therefore the
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provision has not been included. The Committee, however, encour-

.ages the Administration to move forward expeditiously in imple-

angnting section 572 and to consult closely with the Committee in
oing so.

NON-COUNTRY SPECIFIC AND CENTRAL FUNDING

The Committee encourages AID to continue to make every effort
to better identify and explain non-country specific funding. Last

ear the Committee directed AID to provide at least $110 million
in centrally-funded programs in the nations of sub-Saharan Africa.
The Committee expects this figure to be adhered to in fiscal year
1990 as well and directs the Africa Bureau to report on compliance
with this directive.

DISASTER ASSISTANCE

The Committee continues to be concerned that funds appropri-
ated for long-term development assistance in sub-Saharan Africa
are being diverted instead for disaster relief activities under the
authority of section 492(b) of the Foreign Assistance Act of 1961.
Last year the Committee indicated that its patience was running
thin with regard to this issue. We noted that Congress had consist-
ently supported disaster assistance budget requests, and would
have supported higher levels if requested.

It is obvious that AID continues to underestimaie disaster needs,
and that this has resulted in funds being diverted from the very
accounts that are designed to prevent future disasters. Elsewhere
in this report, the Committee has thus directed AID to submit a
budget for disaster assistance in fiscal year 1991 on the assumption
that section 492(b) borrowing authority will no longer be available.

PRIVATE AND VOLUNTARY ORGANIZATIONS

The Committee expects AID to consult with African and Ameri-
can private and voluntary organizations that have demonstrated
their effectiveness in helping to address the development problems
that Africa faces in order to insure that these funds will result in a
process of long-term development that is equitable, participatory
and environmentally sustainable. The Committee directs the Africa
Bureaus to report on the nature and extent of its consultations
with PVOs.

EVALUATION OF PROGRAM

By the end of fiscal year 1990 AID will have had three full years
experience with the Fund. The Committee wishes to advise AID
taat an evaluation of the program to date by either GAO or other
organizations needs to be conducted at that time.

SOUTHERN AFRICA, DEVELOPMENT ASSISTANCE

Fiscal year 1989 level $50,000,000
Fiscal year 1990 request 50,000,000
Committes recommen..ation 50,000,000

The Committee has earmarked $50,000,000 for deVelopment as-
sistance funds to be used for assistance to the front line states bor-
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dering South Africa. The amount provided is in addition to other
funding in the bill for Africa, and is consistent with the $50,000,000
provided last year to assist member states of the Southern Africa
Development Coordination Conference (SADCC) in carrying out the
most urgent sector projects supported by SADCC. The funding
under this provision is provided in support of the intentions of the
Anti-Apartheid Act of 1986.

Funding under this section is prohibited to Angola and Mozam-
bique unless, in the case of Mozambique, the President certifies
that providing assistance is in the national interest.

The bill language for this provision stipulates that the funding is
only to assist sector projects supported by the Southern Africa De-
velopment Coordination Conference to enhance the economic devel-
opment of the nine member states forming SADCC. Funding is to
be made available for one or more of the following sectors: trans-
portation; manpower development; agriculture and natural re-
sources, energy and industrial development and trade.

The Committee supports efforts to use SADCC funding for con-
gervation efforts in the region. The Committee notes that funding
for conservation efforts in Botswana and Zimbabwe could result in
both aniraal conservation and economic development through in-
creased tourism. AID is encouraged to provide increased SADCC
funding in the area of conservation.

The Committee is aware of ongoing discussions concerning the
replacement or modernization of rail engines for Mozambique. AID
is encouraged to examine this issue carefully and to take into ac-
count the long term benefit of purchasing new rail engines. The
Committee understands that the renovation process for rail engines
in the past has been slow and produced engines with bad mainte-
nance records.

AMERICAN ScHoOLS AND HOSPITALS ABROAD

Fiscal year 1989 level $35,000,000
Fiscal year 1990 request 30,000,000
Committee recommendation 380,000,000

AMERICAN UNIVERSITY OF BEIRUT

The American University of Beirut (AUB) has long held a special
place in fostering American principles of tolerance and independ-
ent thought in the Middle East, and its hospital has demonstrated
the American people’s humanitarian concerns by treating more
than 80,000 casualties of war. The university’s continued cperation
under extraordinarily difficult conditions is a testament to both the
dedication of its personnel and its importance to the people it
serves.

[n order to meet financial obligations arising from deterioration
of the Lebanese economy and damage to its facilities caused by in-
tensive artillery fire in Beirut in recent weeks, AUB will require
approximately $9.5 million. The Committee expects that in fiscal
year 1990 AUB will receive support from the ASHA account at
least equal to the assistance it has received in recent years. The
Committee feels that AID should make additional funds available
to AUB from other sources in order that it may meet its deficit.
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Thr; Committee anticipates that AUB will require financial support
beyond what will be provided from the ASHA account in future
years as well, and it requests that AID report to the Congress by
December 15, 1989 on how it will fund such assistance. The Com-
mittee is concerned that a significant portion of scarce resources
are being used to fund questionable institutions.

In this regard, the Committee is, at this time, avoiding bill lan-
guage earmarking this level of funding for AUB. However, the
Committee is concerned about the treatment accorded this institu-
tion in fiscal 1989.

Both House and Senate reports on the fiscal 1989 appropriations
bill included identical language that funds were being made avail-
able, through the ASHA account and elsewhere in the bill, “to
enable AID to provide $11,000,000 in assistance to the university”.
In spite of this clear directive total AID resources proposed to be
made avaialble to date for AUB is $6 million. While an additional
$2 million was raised by the university from Persian Gulif states,
this still leaves a shortfall of $3 million from the amount specified
in the House and Senate reports.

If AID wishes to retain the flexibility inherent in report lan-
guage and not in bill language in this regard, the Committee rec-
ommends that action be taken to respond positively to the intent of
the Committee on AUB funding as expressed in both the fiscal
1989 and 1990 Committee reports.

ADDITIONAL PROGRAMS

Other examples of laudable programs are Project ORBIS, Feine-
berg Graduate School, and Hadassah Medical Relief Agency.

The Committee strongly urges the Agency for International De-
velopment to fully fund the requests for assistance for Project
ORBIS. The Committee believes that Project ORBIS has been re-
markably successful in fighting blindness worldwide, through
transferring their skilis to ophthalmologists in developing countries
and through providing modern, on-site medical and surgical oph-
thalmic services. In addition, Project ORBIS has helped create an
awareness of the problems of blindness on the part of heads of
state, local medical communities, and other political and social
leaders throughout the world.

For more than two decades, the Feinberg Graduate School of the
Weizmann Institute of Science has been an outstanding model of
American scientific education for post-graduate students and schol-
ars from around the world, including developing nations in Latin
America, Africa and the Middle East. Since its inception, the Fein-
berg School has been a major and exemplary recipient of ASHA
funds. In light of the school’s substantial and continuing contribu-
tions to U.S. foreign policy goals, the Committee strongly recom-
mends that AID give favorable consideration to the schools fiscal
year 1990 grant request.

The Committee is concerned that outside pressure cn the Agency
for International Development (AID) has resulted in a number of
American Schools and Hospitals Abroad (ASHA) grants being
awarded to hospitals and schools overseas which do not meet Con-
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gressional intent for the program. This is in direct contradiction of
Congress’ intent to fund exemplary institutions overseas.

One of the exemplary grantees that the Committee believes
meets the standards and intent of Congress is the Hadassah Medi-
cal Relief Agency in Israel. AID should maximize their grants to
institutions that provide essential services in a manner consistent
with the highest American standards.

The Hadassah Medical Relief Agency in Israel continues to be
one of the outstanding grant recipients under the ASHA program.
Since 1913, Hadassah has provided health care of the very highest
quality to all who come in need—Jews, Christians, Muslims,
Druse—regardless of their ethnic origin, religious and political be-
liefs or ability to pay.

With the recent problems that Israel has faced on the West Bank
and Gaza Strip, the demand for Hadassah Medical Relief Agency
services has significantly escalated. In the face of an increased
drain on Hadassah's resources, the Medical Organization has main-
tained its open door policy.

This Committee strongly recommends the ASHA program care-
fully review the Hadassah Medical Relief Agency’s needs and con-
sider supporting Hadassah to the maximum extent possible.

INTERNATIONAL DISASTER ASSISTANCE

Fiscal year 1989 level $25,000,000
Fiscal year 1990 request 26,000,000
Committee recommendation 26,000,000

The Committee cannot direct the Administration to submit a
particular budget request level for disaster assistance activities.
However, the Committee does note that budget submissions for the
last several years have consistently understated the amounts actu-
ally expended for disaster relief. That is because section 492(b) of
the Foreign Assistance Act of 1961 allows the Administration to
borrow up to $50 million annually from other accounts to meet dis-
aster needs.

Although it is clear that the intent of the Foreign Assistance Act
was that this authority should only be used for true emergencies,
AID has routinely used this authority in practice to provide far
more than the $25 million appropriated for disaster assistance. It
was also the intent of the Foreign Assistance Act that the accounts
from which funds were borrowed should be subsequently reim-
bursed. However, AID has consistently failed to make reimburse-
ments.

The Committee direct the Office of Foreign Disaster Assistance,
in preparing its fiscal year 1991 budget submission, to indicate
what level of funding it would seek for disaster assistance activities
in the event section 492(b) borrowing authority is not available
during that fiscal year.

DISPLACED CHILDREN

The Committee has continued to provide $500,000 in disaster as-
sistance to allow for efforts to fprovide assistance to children who
have been displaced because of natural and man-made disasters.
The Committee intends that these funds will be used primarily in
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Africa. A further discussion of issues relating to displaced children
can be found earlier in the report. :

PAYMENT T0O THE FOREIGN SERVICE RETIREMENT AND DISABILITY

Funp
Fiscal year 1989 level ~ $40,532,000
Fiscal 1990 request 40,147,000
Committee recommendation 40,147,000

The Committee has recommended funding at the fiscal year 1990
request level for the mandatory payment to the Foreign Service
Retirement and Disability Fund.

OPERATING EXPENSES OF THE AGENCY FOR INTERNATIONAL

DEVELOPMENT
Fiscal year 1989 level $414,000,000
Fiscal year 1990 request 447,684,000
Committee recommendation 437,000,000

DISADVANTAGED BUSINESS PARTICIPATION

The Committee has been advised that the minority set aside pro-
gram at the Agency for International Development has achieved
considerable overall success. However, as in the past, participation
continues to be restricted to a relatively limited number of minori-
ty businesses nationwide and has not met designated goals at all
Agency Missions worldwide.

To address these concerns, the bill includes language directing
AID to: (1) use appropriated funds to implement a program that
will increase subcontracting opportunities for minority businesses,
historically black colleges and universities and minority-controlled
private voluntary organizations; (2) require that contracts be re-
viewed for potential set aside opportunities prior to their advertise-
ment in the Commerce Business Daily; (8) evaluate the perform-
ance of all AID Mission Directors and Deputy Assistant Adminis-
trators with respect to the minority set aside program; (4) imple-
ment a program, in addition to negotiated procurement under the
authority of the Small Business Administration’s 8(a) program, to
award contracts through comnpetitions limited to socially and eco-
nomically disadvantaged small businesses, historically black col-
leges and universities and minority-controlled private voluntary or-
ganizations, without the requirements of determinations and find-
ings as provided in the Competition in Contracting Act of 1984. In
implementing the latter provision AID should take as a model the
Small Disadvantaged Business Set Aside Program established at
the Department of Defense under the authority of section 1207 of
Public Law 99-661.

The Committee has directed AID to report annually to Congress
on the implementation of the minority set aside program.

The annual report required by this provision is to use data avail-
able both in AID/Washington and country and regional missions to
provide the following information:

(1) The number and dollar value of contracts awarded to
business concerns owned and controlled by socially and eco-
nomically disadvantaged Black Americans, Hispanic Ameri-
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cans, Asian Americans, Native Americans and other minori-
ties, respectively, under the authority of section 8(a) of the
Small Business Act;

(2) The number and dollar value of prime contracts and sub-
contracts awarded to small business concerns owned and con-
trolled by the minority groups listed above under authorities
other than section 8(a) of the Small Business Act;

(8) The number and dollar value of prime contracts and sub-
contracts awarded to other business concerns under authorities
other than section 8(a) of the Small Business Act;

(4) The number and dollar value of prime contracts and sub-
contracts awarded under authorities of section 8(a) of the
Small Business Act to small business concerns owned and con-
trolled by women;

(5) The number and dollar value of prime contracts and sub-
contracts awarded under authorities other than section 8(a) of
the Small Business Act to business concerns owned and con-
trolled by women;

(6) The number and amounts of grants, cooperative agree-
ments and contracts with historically black colleges and uni-
versities as compared to the number and amounts of grants,
cooperative agreements and contracts to all colleges and uni-
versities under this Act;

(7) The number and amount of grants, cooperative agree-
ments, and contracts with PVOs described in subsection (a) as
compared to the number and amounts of grants, cooperative
agreements, and contracts to all PVOs under this Act;

(8) An analysis of trends evident in reported data and of the
strengths and weaknesses of the implementation of this sec-
tion.

Data should be analyzed to highlight implementation strengths
and weaknesses. In the annual report to Congress on this section,
the Agency should also include data on the number of contractors
who, in the given fiscal year, learned about the Agency’s minority
set aside program through the Outreach Conferences developed to
implement this section. The term “small business” as used in this
section is defined by section 3(aX1) of the Small Business Act (15
U.S.C. 632).

The Committee also urges AID, to the extent practicable, to
insure the participation of minority-owned businesses in the trans-
portation of commodities under the authority of the Agricultural
Trade Development and Assistance Act of 1954 as amended by the
ngogl;g)r Peace Act of 1966 and section 416 of the Agricultural Act
of 1949.

AID PERSONNEL PRACTICES

The Committee has repeatedly expressed its support for AID
overseas missions as a way of ensuring the most effective use of
foreign assistance resources. The Committee believes that the phys-
ical presence of a cadre of development professionals has had a sig-
nificant and positive impact on the foreign aid program. To be
most effective in this regard, however, the number of AID person-
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nel and their particular skills must complement the size and
nature of the AID program in particuler countries.

The Committee is concerned over instances where this comple-
mentarity is not found in the overseas staffing of AID missions.
Just to cite one example, although India and Uganda have roughly
the same Development Assistance program levels, India has ap-
proximately three times the direct hire AID staff. Although India
is a larger country both in terms of its population and land mass,
most development professionals recognize that development work is
more difficult in countries such as Uganda, which have lesser tech-
nical capacity to implement development programs, than a nation
like India. Consequently, the Committee does not understand why
there is such a disparity in staffing levels.

The Committee is aware that it is difficult and costly to adjust
overseas staffing levels to meet the shifting program requirements
of aid recipient countries. Nonetheless, with both program and op-
erating resources limited by overall budget constraints, the Com-
mittee would like to examine the effectiveness of the management
of our aid programs from the perspective of the efficient utilization
of AID personnel. Therefore, the Committee requests that AID pro-
vide the Committee a report, to be submitted by February 1, 1990,
which addresses the following areas of concern:

What mechanism does AID have in place to ensure that pro-
gram, operating expense and personnel levels are integrated
with one another;

What is the process by which AID adjusts personnel and op-
erating expense levels among its bureaus, and how effective is
that process given the decentralized nature of AID manage-
ment;

Does the process discriminate against certain regions and
countries which are considered less desirable duty posts by
AID personnel; if so, what can be done to eliminate such dis-
crimination;

Should the above operating and personnel level issues be
centralized in an office at a sufficiently high level, perhaps
within the Administrator’s office, to make these kinds of
budget and personnel decisions;

Does the Agency have a system of long-term personnel plan-
ning, and if so, how effective is the system in matching person-
nel requirements with program needs; what could be done to
improve on the current system.

HISTORICALLY BLACK COLLEGES AND UNIVERSITIES IN DEVELOPMENT

The Committee is aware that considerable benefits can be gained
in analyzing and shaping responses to development problems in
Africa and the Caribbean by pooling the resources of Historically
Black Colleges and Universities (HBCUs). AID has informed the
Committee that the Agency not only supports, but actively encour-
ages these kinds of efforts.

More specifically, AID in the past has provided a planning grant
to develop a proposal for a consortium of HBCUs that would,
among other things, analyze and respond to specific developing
country problems. AID gave its favorable review to the concept de-
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veloped thrcugh this planning grant: The Cooperative Institute for
International Policies Research and R©ducation (CIIPRE). To contin-
ue progress in this area, the Committee recommends that AID sup-
port the convening of a conference between CIIPRE and companion
institutions in Africa and the Caribbean, in the education commu-
nity and in the public and private sectors, to identify development
problems and policy issues to which HBCUs, in a consortium, may
have a special abilit;" to respond.

INTERNATIONAL EXECUTIVE SERVICE CORPS

The International Executive Service Corps helps small private
enterprises in poor countries overseas by providing thousands of
Americans with outstanding executive and technical expertise.
Since the American business experts serve as volunteers, the only
expense to the U.S. Government lies in administrative and support
costs, and even some of this is borne by private sources. Over the
past 25 years IESC has completed 12,000 projects. Over the past 5
years its cost per project has declined 25 percent. This has translat-
ed into increasingly cost-effective results in enhancing private
sector activity in developing countries and in the markets for U.S.
products overseas. The Committee supports the IESC program and
feels that funding should be provided above last year's level.

The Committee has been impressed by the work of the Interna-
tional Executive Service Corps with economically disadvantaged
blacks in South Africa. IESC provides job training, business plan-
ning and entrepreneurial spirit to small disadvantaged black busi-
nessmen and women that affords real hope in a worsening situa-
tion. The Committee urges AID to continue its support for IESC
work with disadvantaged blacks in South Africa.

AID PERSONNEL CONVICTED OF FEDERAL CRIME

The Committee is concerned over reports that AID has continued
to pay employees that have been convicted of federal crimes. Spe-
cifically it is the Committee’s understanding that AID has contin-
ued to pay the salary of an employee convicted of misusing a diplo-
matic passport to illegally import commeodities into a foreign coun-
t

Unlike civil service employees, who receive hearings after termi-
nation for cause, members of the Foreign Service are entitled to
pretermination hearings before the Foreign Service Grievance
Board, unless the employee expressly waives the right to such a
hearing. This has resulted in ¢mployees, who have been convicted
of job related crimes, continuing to receive public salaries pending
the statutory separation hearing.

In at least one instance this has meant that the AID employee,
convicted of a felony, has been kept on at full pay by AID pending
the conclusion of Grievance Board procedures.

The bill would amend current law to repeal the Grievance
Board’s authority to stop administrative actions to suspend an indi-
vidual without pay where there is a reasonable basis to believe the
employee has committed a job-related crime for which a sentence
of imprisonment may be imposed.
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This would bring the Foreign Service gystem into line with the
Civil Service system. If the individual is later found innocent,
salary and position would be restored. In the civil service area (5
USC 75618(bX1)), such suspensions have been upheld by the courts
in order to protect public property and the integrity of public pro-
grams.

AID VISITS TO PROJECT SITES

The Committee has seen over the past several years a number of
examples of AID in-country personnel directing projects from their
offices in the capital of a country and seldom venturing out into
the field. AID is in no position to justify additional funding unless
AID personnel get out of capital cities on a regular basis to moni-
tor projects in the field. On a number of recent visits by Committee
members and staff, it has been evident that AID representatives
had never seen the projects being shown, did not know where they
were and, in some instances, were unaware that projects were not
working and had not been working for many months.

FOREIGN AFFAIRS ADMINISTRATIVE SUPPORT

The Committee has included language in the bill limiting the
amount spent for Foreign Affairs Administrative Support to
$21,000,000. The Committee feels that this is an adequate amount
for this purpose.

PERSONNEL BUDGET

The Committee urges that no reductions be made in the intended
increases in the personnel budget. The Committee directs that the
funds designated to expand training in priority technical subject
matter be designated for natural resources management environ-
mental impact assessment and renewable energy programs. This
issue is addressed further in the Environment Concerns section of
this report.

SEPARATE ACCOUNTS

The Committee has again included language requiring separate
dollar and local currency accounts for ESF cash transfers in order
to ensure financial accountability. The Committee last year includ-
ed language in its report stating:

The Committee is aware that cash transfer-like assist-
ance is being provided under other AID programs. The
Committee has expressed its intentions to have AID pro-
grams fully auditable with no commingling of funds. The
Committee is fully ready if necessary to legislate separate
accounts for other programs if Executive actions are not in
compliance with its intentions.

The Committee has been amazed at the inability of AID manage-
ment over the course of one year to clearly decide that all AID
sector assistance programs, whether they receive funding through
development accounts, the ESF account, or the Sub-Saharan Afri-
can development or SADCC accounts, should be required to be
managed through separate dollar and local currency accounts. The
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Committee is aware of the heated discussions of AID personnel at-
tempting to make distinctions between sector assistance and cash
transfer assistance. The Committee remains unconvinced by these
arguments and believes that for accountability and financial man-
agement purposes these theoretical distinctions are meaningless.
Consequently, the Committee has included new language requiring
separate accounting for all sector assistance programs adminis-
tered by AID.

STANDARDIZATION OF INTERNATIONAL FINANCIAL REPORTING

The Committee has become aware that international financial
statistics being reported by the Organization for Economic Coopera-
tion and Development and those being reported in publications of
the World Bank, particularly as they relate to financial flow:s be-
tween countries, differ in significant ways. In order to encourage
the standardization of international financial reporting, the Com-
mittee requests that the Agency for International Development
work with representatives of the OECD, the IBRD, the IMF, and
appropriate United Nations organirations in order to standardize
data and clarify differences between collected statistics.

OPERATING EXPENSI:S OF THE AGENCY FOR INTERNATIONAL

DEVELOPMENT
OFFICE OF THE INSPECTOR GENERAL
Fiscal year 1989 level $28,500,000
Fiscal year 1990 request 31,194,000
Committee recommendation 30,000,000

The Committee recommends a level of $30,000,000 for the Office
of the Inspector General for AID. The recommendation is an in-
crease of $1,500,000 above the fiscal year 1989 funding level. The
Committee has included prior language on fund transfers, office re-
locations, and personnel levels.

HousING AND OTHER CREDIT GUARANTY PROGRAMS
(LIMITATION ON GUARANTEED LOANS)

Fiscal year 1989 level ($125,000,000)

Fiscal year 1990 request . (100,000,000)

Committee recommendation (125,000,000)
GUARANTEE RESERVE

Fiscal year 1989 level $22,000,000

Fiscal year 1990 request 45,000,000

Committee recommendation 45,000,000

The Committee commends the Administration for requesting
guaranteed loan authority for the Housing Investment Guaranty
Program. The program stimulates greater savings through in-
creased homeownership in developing countries and expands access
to formal credit systems, particularly to lower income households.
The program is considerably less costly to the United States than
other forms of develupment assistance loans and grants, and it sup-
ports efforts to strengthen private sector programs.
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The Committee has again included bill language to insure the
full use of Guaranty Authority. The Committee has added language
to require that guarantees issued under this program be 100 per-
cent of principal and interest and prohibiting Federal Financing
Bank ownership of loans or guarantees.

EcoNoMIC SUPPORT ASSISTANCE

Fiscal year 1989 level $3,258,600,000
Fiscal year 1990 request 3,331,100,000
Committee recommendation 2,145,000,000

The Committee has recommended a total of $2,145,000,000 for
Economic Support Assistance. In accordance with the House passed
authorization (H.R. 2655), the Committee has adjusted this account
to reflect a shift of $920,000,000 into the Development Assistance
account.

ISRAEL

The Committee has earmarked $1,200,000,000 in Economic Sup-
port Assistance for Israel; which is at the fiscal year 1989 level and
the amount requested by the Administration. The Committee also
requires that these funds be provided to Israel as a cash grant
within thirty days of the signing of the bill or by October 31, 1989,
whichever is later.

EGYPT

The Committee has earmarked not less than $315,000,000 in Eco-
nomic Support Assistance. Of this amount $115,000,000 may be pro-
vided as a cash transfer with the understanding that Egypt will un-
dertake significant economic reforms which are additional to those
which were undertaken in previous fiscal years. The Committee
has also earmarked not less than $200,000,000 for Commodity
Import Program assistance. The Committee’s concerns regarding
economic reform in Egypt are addressed earlier in the report.

The Committee supports the Administration’s efforts to help
Egypt meet its expanding energy needs. Given the urgency of those
needs, the Committee believes that energy should continue to be a
priority for AID in Egypt and that AID should continue to provide
funds that maximize U.S. equipment content in order to provide
Egypt with the greatest benefit in the shortest reasonable amount
of time,

The Conumittee is aware of the need for measures to curb emis-
sions from coal burning power plants responsible in part for the
“greenhouse effect”’, which threaten serious climate changes in the
next century. Therefore, the Committee urges AID to minimize the
negative environmental impact caused by ash-bearing fossil fuels
and consider relying primarily on high efficiency power plant de-
signs that utilize clean fuels.

NON-MILITARY EXPORTS

The Committee has included the provision from last year’s bill
requiring that the President determine, in providing cash transfer
assistance to Egypt and Israel, that the level of such assistance
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does not cause an adverse impact on the total level of non-militarv
exports from the United States to each such country.

CAMP DAVID ACCORDS

The Committee has included bill language that indicates that it
is the sense of Congress that recommended levels of assistance for
Israel and Egypt are based in great measure upon their continued
participation in the Camp David accords and upon the Egyptian Is-
raeli peace process.

JORDAN

The Committees has earmarked not less than $18,000,000 for
Jordan in Economic Support Assistance. The Committee’s views on
Jordan are expressed earlier in the report.

WEST BANK AND GAZA

The Committee is providing $12,000,000 in fiscal year 1990 for as-
sistance to the West Bank and Gaza through private and voluntary
organizations (PVOs). Started in 1975, this ai:rog‘ram has focused on
health, education, the construction of rur: roads, and institution
building. The projects funded include land reclamation, agricultur-
al production, potable water, and credit for farmers.

The Committee commends AID and the PVOs involved for the
quality and scope of the program. It recommends that the prograrn
retain its focus on the area of economic growth, improvement of
the policy environment, the strengthening of local institutions, and
the improvement of health, education, and other essential services.

The Committee understands that, despite the uprising in the
West Bank and in Gaza, the PVOs have been able to maintain and
even increase the programs they carry out. The PVOs have been
able to sustain positive relations with the Palestinians in the West
Bank and Gaza and the Israeli authorities as well.

The Committee believes that this assistance expresses the con-
cern of the United States for the Palestinian people. The Commit-
tee also believes that, while these programs can contribute to the
well being of the Palestinian people, they cannot be a substitute for
progress in the peace process that is crucial for all the people of
the region.

ADMINISTRATION OF JUSTICE

The Committee wishes to reiterate its strong support for the Ad-
ministration of Justice Program, pursuant to section 534 of the
Foreign Assistance Act of 1961, as a vital component of U.S. sup-
port for democratic initiatives in developing nations. It is expected
that the program will continue to be funded at the levels appropri-
ated in fiscal year 1989. This Committee has included a provision
in the bill extending the Administration of Justice Program to Sep-
tember 30, 1990.

EL SBALVADOR—INVESTIGATIONS

The Committee notes the 1988 decision by the government of El
Salvador that the June 19, 1985 murders of four U.S. Marines as-
signed to our Embassy in El Salvador is not subject to that coun-
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try’s amnesty law. The basis for the government's ruling, as the
Committee understands it, was a finding that the Marines were
internationally protected persons under international law and thus
were protected by the Vienna Convention. on Diplomatic and Con-
sular Relations and by the 1973 New York Convention on Terror-
ism against Internationally Protected Persons. El Salvador’s consti-
tution provides that the government’s international treaty obliga-
tions supersede local statutes, thereby making the domestic amnes-
ty law inapplicable in this case. The Committee urges the newly
elected government of El Salvador to stand by the former govern-
ment’s decision to deny amnesty in this case, and is pleased to note
that the case remains under investigation, with two additional sus-
pects now in custody. The Administration is expected to closely
monitor legal developments in the case as it progresses through the
Salvadoran legal system and to keep the Committee informed of
the case’s status.

The Committee has earmarked $1,500,000 for the Special Investi-
gations Unit. The provision of these funds is no longer specifically
tied to the investigation of the murders of U.S. citizens, as most of
pending cases have gone beyond the investigatory phase and into
the judicial process. The Committee expects, however, that the
recent attack on the nun, Sister Mary Mackey, who is a U.S. citi-
zen, will be thoroughly investigated. In addition the Committee ex-
pects that the Special Investigative Unit be incorporated into the
structure of the El Salvadoran police within one year.

The Committee is very disturbed that the Special Investigative
Unit was not brought into the case of the San Sebastian massacre
until well after the incident occurred. The formation and funding
of this unit was based on the expectation that it would be used in
sensitive and controversial crses of this type. Funding for it has
been continued this year with the strong expectation that this unit
will be used in the future for its intended purpose.

EL SALVADOR—SAN SALVADOR ELECTRIC LIGHT COMPANY

The Committee continues to urge the Salvadoran Government to
end its inaction with respect to the expropriation without compen-
sation of the U.S.-owned San Salvador Power and Light Company
(CAESS). Despite Committee report language and numerous letters
from the respective House and Senate Committees to the Secretary
of State, the Salvadoran Government has yet to comply with the
dictates of its own Supreme Court and corae to fair and equitable
terms with CAESS.

Since the Salvadoran Government has made no progress toward
resolving this longstanding judgment of its highest court, this bill
provides that among other factors taken into consideration by the
Administration when disbursing economic support funds to E] Sal-
vador, the issue of whether demonstrable progress has been made
to settle valid expropriation claims of American citizens as deter-
mined by the Supreme Court of El Salvador shall be included. Spe-
cifically, the Committee would expect that the Salvadoran Govern-
ment appoint a negotiator, commence discussions, and present
offers for negotiation.
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In light of the Salvadoran Supreme Court rulings and previous
congressional efforts urging an equitable settlement, the Commit-
tee believes the time has come for the Salvadoran Government to
act. Therefore, the Committee has placed a provision in the bill re-
quiring a report from the President on the extent to which the
Government of El Salvador has made demonstrable progress in set-
tling outstanding expropriation claims on this matter prior to the
obligation of fiscal year 1990 ESA funds.

TIED AID CREDITS

The Committee has included language identical to last year’s bill
which limits financing of tied aid credits at $5,000,000 unless the
Committee is notified through the regular notification process. In
addition language has been included to the effect that none of the
funds from the Economic Support Assistance account may be used
for tied aid credits without the prior approval of the Administrator
of the Agency for international Development.

SEPARATE ACCOUNTS AND SECTOR ASSISTANCE

The Committee has again included language requiring separate
dollar and local currency accounts for ESA cash transfers. The
Committee continues to believe that it is the responsibility of the
United States Government to be able to ensure that tax dollars
spent on foreign assistance can be clearly and easily accounted for.
This need for accountability requires careful financial and program
controls and the clear separate identification of U.S, funds from
transfer to final end use. The Committee feels this strict account-
ability is necessary in order to ensure that the U.S. government is
certain that its foreign assistance funds are being used for their in-
tended purposes.

In addition the Committee has included a new requircment that
sector assistance also be held in separate accounts. This additional
step has been taken to expand accountability for economic support
assistance and to achieve a situation where programs in this ac-
count are fully auditable with no commingling of years. The Com-
mittee continues to believe that this requirement can be used b
AID to encourage foreign governments to improve their central fi-
nancial management practices for economic decision-making pur-
poses and avoidance of corruption.

CENTRAL AMERICA

The Committee has included a provision which ensures that any
changes in the allocations of fiscal year 1990 economic support as-
sistance and development assistance to the levels of economic sup-
port funds received in fiscal year 1989 by Central American coun-
tries will be made in equal proportions. In other words no country
will receive a reduction from their fiscal year 1989 level that is
greater in percentage terms than any other country.

CYPRUS

The Committee has earmarked $15,000,000 in ESA for Cyprus, Of
the funds earmarked for Cyprus, $5,000,000 should be used to sup-
port bicommunal, interactive projects including, if possible, a feasi-
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bility study for the establishment of a Greek and Turkish Cypriot
University.

POLAND

The Committee has included two earmarks for Poland in the bill.
A total of $10,000,000 in ESA and development assistance has been
made available for private sector and other economic development

purposes.

The Committee has also earmarked a total of $3,000,000 in ESA
for Poland of which $2,000,000 is for medical care to be divided be-
tween Solidarity ($1 million) and other organizations ($1 million).
$1,000,000 is for Solidarity through the AFL-CIO’s Free Trade In-
stitute. Funding for Poland is discussed earlier under country
issues. :

HUNGARY

The Committee has included an earmark of $5,000,000 for private
sector and other economic development purposes in Hungary.

AVAILABILITY OF FUNDS

The Committee included language that funds in this -account
with some exceptions are to remain available for two years.

ANGLO-IRISH ACCORD

Fiscal year 1989 level , $(10,000,000)
Fiscal year 1990 request 0
Committee recommendation 20,000,000

The Committee recommends $20,000,000 for the Anglo-Irish
Accord. The Committee has included a provision making the funds
available as they are needed for funding activities and programs
initiated under the accord.

In November 1985, Britsin and Ireland signed the Anglo-Irish
Agreement as a step toward improving the political, economic, and
social conditions existing in Northern Ireland. The agreement,
aimed at promoting peace and stability in Northern Ireland and
improving cooperation in combating terrorism, received interna-
tional support as a major step toward reconciliation.

Article 10 of the agreement authorized the creation of an inter-
national fund to improve economic and social conditions. The Inter-
national Fund for Ireland stems from the following provision in the
agreement.

The two Governments shall cooperate to promote the
economic and social development of those areas of both
parts of Ireland which had suffered most severely from the
consequences of the instability of recent years, and shall
consider the possibility of securing international support
for this work.

The International Fund was officially established in December
1986 to promote, in Northern Ireland and the southern bordering
counties of Ireland, economic and social development and reconcili-
ation by stimulating private investment and enterprise, supple-
menting public programs, and encouraging voluntary efforts.
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The Committee wishes to commend the International Fund for
its work to promote economic growth and social reconciliation
throughout Ireland. The Anglo-Irish Agreement requires that all
disbursements from the Fund be distributed in accordance with the
principle of equality of opportunity and non-discrimination in em-
ployment, and without regard to religious affiliation. All grantees
are required to sign a pledge, using the exact words employed by
Congress, that any money be used in a nondiscriminatory manner.
The letter of offer for every project makes it clear that any viola-
tion of this agreement will require the immediate repayment of
Fund resources.

The Committee is impressed with the commitment the Fund has
shown to eliminating discrimination in Northern Ireland. Accord-
ing to the last Presidential certification, for example, “the project
approval and management procedures which the gecretariat have
established and which the Board of Directors have endorsed, clear-
ly demonstrate their strict adherence to equality of opportunity
and nondiscrimination.” The certification also notes that “the geo-
graphical distribution of approved projects confirms the Fund’s ef-
fectiveness in meeting the needs of both communities, and accom-
plishments have been made in the areas of Jjob creation, leveraging
of private investment, and reconciliation.” By itself, of course, the
Fund cannot eliminate all vestiges of anti-Catholic discrimination
in Northern Ireland. But it can and is helping, and deserves con-
tinuing U.S. encouragement and support.

The Committee notes that the Anglo-Irish Agreement Support
Act of 1986 set forth various criteria according to which United
States contributions to the Fund should be spent. Last year the
conference report on P.L. 100-461 reflected the view of this Com-
mittee that job-creation in areas that have suffered most severely
from the consequences of instability in recent years should receive
major emphasis. Consequently, the report encouraged the Fund to
focus its assistance primarily on those areas of greatest need, de-
fined as areas with the highest unemployment. The Fund has been
quite responsive to this recommendation. As of March 31, 1989, 67
percent of resources allocated by the Fund within Northern Ireland
had gone to disadvantaged areas where the population is predomi-
nantly Catholic.

The Committee has included a provision in the bill indicating
that funds for this account are available until expended.

MULTILATERAL ASSISTANCE INITIATIVE (PHILIPPINES)

Fiscal year 1989 level 0
Fiscal year 1990 request $200,000,000
Committee recommendation 160,000,000

The Committee has recommended $160,000,000 for the Multilat-
eral Assistance Initiative for the Philippines. The Committee has
included language requiring that 75 percent of these funds go for
project activities. The Committee has included language setting a
26 percent funding target for Private Voluntary Organization ac-
tivities in the full Philippine program. The Committee has also in-
cluded language requiring that all funds for the Multilateral As-
sistance Initiative for the Philippines be available only through the
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notification process, as required by the authorization bill. The Com-
mittee also strongly recommends that at least 10 percent of the
funds provided for the Multilateral Assistance Initiative be pro-
gramed for small and microenterprise activities. Funds under this
account have been made available until September 30, 1991,

The Philippine assistance program is covered in “Items of Spe-
fiiilail Interest-Philippines” in the front of this report in greater

etail.

AFRICAN DEVELOPMENT FOUNDATION

Fiscal year 1989 level $8,000,000
Fiscal year 1990 request 9,000,000
Committee recommendation 9,000,000

The Committee continues its support for the high ﬁruilority Afri-
can Development Foundation. The ADF provides the kind of grass
roots support that helps the poorest of the poor to find ways to im-
prove their lives, and the Committee has recommended an increase
in funding over the amount provided in fiscal year 1989.

EXTENSION OF AFRICAN DEVELOPMENT FOUNDATION PROGRAM

The Committee has included language from the fiscal year 1990/
1991 authorizing bill, extending the ADF program beyond Septem-
ber 20, 1990. The legislation establishing ADF includes an expira-
tion provision. Currently, the Foundation is scheduled to expire on
September 30, 1990. The intent of the original legislation to provide
for a period of experimentation to see whether the organization
could succeed has been accomplished. Therefore the Committee has
placed a provision in the bill eliminating the expiration provision.
This will allow ADF to concentrate its funding efforts on projects
which will have a long-term impact and that will be sustainable
over many years. The Committee has also included bill language
requiring that the board of the Foundation be bipartisan.

COMPOSITION OF BOARD

. The Committee has included language in the bill that requires
that the Board for the African Development Foundation be biparti-
san. The provision indicates that members of the Board shall be ap-
pointed so that no more than 4 members of the Board are members
of any one political party. The language does not affect an appoint-
ment made to the Board before the date of enactment of the bill.

INTER-AMERICAN FOUNDATION

Fiscal year 1989 level $16,600,000
Fiscal year 1990 request 16,932,000
Committee recommendation 16,932,000

The Committee has provided the full request of $16,932,000 for
this account. The Committee continues to support the use of 100
percent of the remaining Social Progress Trust repayments for IAF
activities.

The Committee is aware of the significant contributions made by
the Inter-American Foundation (IAF) to grass-roots development in
central and South America.
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In the interest of encouraging a greater IAF presence and impact
within the English-speaking nations of the Caribbean, the Commit-
tee directs the Inter-American Foundation to report to the Com-
mittee concerning its current programs in the English—speakmg
Caribbean. This report should also include a detailed plan for (i)
increasing awareness of the Foundation’s mandate throughout the
region, and (ii) expanding the Foundation’s support for grass roots
development throughout this English-speaking region.

OVERSEAS PRIVATE INVESTMENT CORPORATION
(LIMITATION ON DIRECT LOANS)

Fiscal year 1989 level . (§28,000,000)
Fiscal year 1990 request (17,000,000
Comm{ttee recommendation . (28,000,000
(LIMITATION ON GUARANTEED LOANS)
Fiscal year 1989 level ($175,000,000)
Fiscal Year 1990 request (175,000,000)
Committee recommendation (189,000,000)
(LIMITATION)
Fiscal year 1989 level ($0)
Fiscal Yyear 1990 request (8,000,000)
Committee recommendation 0

The Committee recommends a limitation of $23,000,000 in direct
loans and $189,000,000 in guarantee loans for OPIC.

The Committee was unable to fund the new equity program due
to severe outlay limitations.

PrAce Cores
Fiscal year 1989 level $163,600,000
Fiscal year 1990 request 163,614,000
Committee recommendation 163,614,000

The Committee strongly supports the work of the Peace Corps
and believes the Administration should assure that future funding
requests are adequate to meet Peace Corps needs. The Committee
has provided the requzsted level to assist in meeting these needs.

DIPARTMENT OF STATE
INTERNATIONAL NARCOTICS CONTROL
Fiscal year 1989 level $101,000,000
Fiscal year 1990 request 115,000,000
Committee recommendation 115,000,000

The Committee has again recommended the full amount request-
ed by the Administration for International Narcotics Control. The
Committee has also included a provision in the bill stating that in-
creased emphasis should be placed on: (1) further intensifying
United States efforts in the eradication and interdiction of illicit
narcotics and (2) seeking international cooperation on narcotics en-
forcement matters in such areas as extradition treaties, mutual
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al assistance to combat money laundering, sharing of evidence,
gnd other initiatives for cooperative narcotics enforcement efforts.
A further discussion of the program for International Narcotics
Control may be found earlier in the report under Items of Special
Interest.

MIGRATION AND REFUGEE ASSISTANCE

Fiscal year 1989 level 1 $461,950,000
Fiscal year 1990 request 370,000,000
Committee recommendation 870,000,000

1 Includes $100,000,000 from fiscal year 1989 supplemental.

The Committee has provided the Administration’s request of
$370,000,000 under the migration and refugee account and has pro-
vided $50,000,000, instead of the $10,000,000 requested under the
Emergency Refugee and Migration account. The combination of
these two accounts will provide the minimum funding needed for
fiscal year 1990 refugee assistance.

The Administration’s request for fiscal year 1990 represents a de-
crease from fiscal year 1989 in the amount of assistance for refu-
gees. This decrease in funding has been requested even though ref-
ugee needs are growing as a result of refugee exits from the Soviet
Union, and increased refugees in both Africa and Asia.

The Committee feels the Administration has grossly underesti-
mated refugee needs for fiscal year 1990, ard directs that the Ad-
ministration take the necessary steps to prepare a realistic esti-
mate of refugee needs for fiscal year 1991.

The Committee has included prior year bill language concerning
equitable treatment of refugees and security clearances.

SOVIET REFUGEES

The Committee has recommended and Congress has passed two
Supplemental bills during the past year to address the need for ad-
ditional assistance for refugees being permitted to leave the Soviet
Union. These supplementals permitted the United States to assist
refugees leaving the Soviet Union and prevented Soviets with exit
permits from being stranded in Moscow or other locations due to a
lack of funding. Many of these refugees had been waiting more
than 20 years to obtain permission by the Soviet Government to
leave the Soviet Union.

Unfortunately, the Administration has not adjusted either its
fiscal year 1990 refugee estimates or funding amounts to realisti-
cally address the needs for refugees leaving the Soviet Union. The
Administration’s fiscal year 1990 request for refugees is based on a
projection that 22,500 refugees from the Soviet Union and East
Bloc countries would require U.S. assistance. However, in fiscal
year 1988, 28,239 refugees left the Soviet Union and came to the
United States, and that number is estimated to be as high as 43,500
in fiscal year 1989. If current trends continue more than 43,500 ref-
ugees may be given exit permits from the Soviet Union and East
Bloc countries in fiscal year 1990. Although the Administration has
been aware of the new trend for more than a year no attempt was
made to adjust the fiscal year 1990 request. ‘
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The Committee feels the United States should meet its long held
commitment to assisting Soviet refugees. The Committee has pro-
vided a total amount for refugee assistance above the Administra-
tion’s request in order to address Soviet and other refagee needs
that may develop during fiscal year 1990, but that have not been
provided for in the Administration’s request. It is hoped that this
funding will provide enough assistance to meet continued refugee
exits from the Soviet Jnion.

The Administration needs to take two approaches to alleviate the
potential problems associated with increased refugee admissions
from the Soviet Union. First, as noted above, realistic estimates for
the program have to be made and funds requested that will address
the refugee needs. Second, methods of reducing program costs need
to be undertaken. In this area the use of more INS officers in
Moscow would greatiy reduce the cost of the program. If Soviet offi-
cials allow for increased refugee exits directly from Moscow to the
United States the cost for assisting refugees in Rome and in
Vienna would be eliminated and assistance would be available to
support a large number of people exiting the Soviet Usion. In
taking this approach the Committee urges that the backlog in
Rome be first eliminated and that the system not result in refugees
being delayed in Moscow.

The Committee continues to be concerned with the Administra-
tion’s approach of providing “paroles” to Soviet refugees as an
answer to refugee admission standards. This category prevents
future progression to American citizenship and does not have a
positive connotation.

DENIAL OF REFUGEE STATUS

The Committee continues to be concerned that a number of
Jewish refugees leaving the Soviet Union are being denied refugee
status by the United States. The Committee questions the abrupt
and arbitrary decision of the Administration to change the admis-
sions program and to deny some applications, even though there
has been a long history of persecution of Jews and other minorities
in the Soviet Union. The Committee believes that the criteria that
has been used for a number of years concerning refugees status for
Soviet and Eastern European refugees should not be altered at this
time simply because a larger number of people have recently been
allowed to leave the Soviet Union.

REFUGEE ENTRANT ASSISTANCE

The Committee has earmarked $21,900,000 under the Migration
and Refugee Account for refugee entrant assistance, These funds
are necessary to provide entrant assistance for refugees funded for
entrance under the fiscal year 1989 Supplemental. Although the
Administration requested $100 million in funding for the Migration
and Refugee Assistance program, they failed to request any Supple-
mental (supplemental) or fiscal year 1990 funds for costs associated
with resettlement in the United States.

The Administration’s approach to budgeting for refugees coming
to the United States is both misleading and inconsistent. In order
to provide a workable refugee program the Administration needs to
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pet its act together and provide entrant assistance that corresponds
t» funding provided for refugee resettlement providing through the
Foreign Operations bill.

ETHIOPIAN JEWISH REFUGEES

There are currently up to 20,000 Jewish Ethiopians remaining in
Ethiopia, most of whom are women, children, the elderly and the
infirm. The great majority wish to join their parents, children and
siblings in Israel.

Consistent with the United States concern for human rights, par-
ticularly family reunification, and with the Ethiopian Govern-
ment’s commitment to the Universal Declaration of Human Rights,
of which it is a signatory, the Committee urges the Government of
Ethiopia to permit Ethiopian Jews to exercise their right to reunite
with their families in Israel and elsewhere.

AMERASIANS IN VIETNAM

The Committee has included bill langauage which extends the
“Amerasian Horaecoming Act” (P.L. 100-202, Sec. 584) through the
end of fiscal year 1990. :

The substantial increase in funding for all accounts relating to
Migration and Refugee Assistance provided by the Committee is in-
tended, in part to permit all Amerasians and family members who
desire to leave Vietnam to depart by the end of fiscal year 1990.

The Committee feels that approximately $40,000,000 will be re-
quired in fiscal year 1990 for the Amerasian program.

Although the Committee has strongly urged the Administration
to meet the objective set forth in the Amerasian Homecoming Act
of having all Amerasians and family members wishing to leave
Vietnam out of that country by March 21, 1990, tlie Committee rec-
ognizes that the unexpectedly large number of Amerasians and rel-
atives—some 10,000 more than originally estimated—necessitates
an extension.

The Committee commends the State Department and INS for the
success of this program thus far and expresses its appreciation for
the high level of cooperation provided by the Vietnamese govern-
ment on this important humanitarian matter.

in extending the legislation, the Committee expects that the Ad-
ministration will continue to give this matter a high priority, and
that the goal of 30,000 departures by the end of March 1990 will
still be met.

The Committee is very concerned that the Administration is not
budgeting adequate funds for the Department of Health and
Human Services Office of Refugee Resettlement to handle the in-
creased number of Amerasian admissions. If the situation is not
corrected, the Committee will feel obligated to provide funds to
make up the shortfall.

DISPLACEL PERSONS CAMPS IN THAILAND

The Committee is seriously concerned about the situation in dis-
placed persons camps along the Thai-Cambodian border, and par-
ticularly those camps controlled by the Khmer Rouge.
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Reports indicate that there are some 100,000 Cambodians in
Khmer Rouge-controlled camps in Thailand, about half of whom
are in camps competely closed off to international relief agencies.
It appears that severe human rights abuses are occurring in those
camps, including summary executions, forced relocation to combat
areas, and widespread torture. Many thousands appear to be held
against their will.

The Committee is very appreciative of the efforts of the Govern-
ment of Thailand to improve access to and to provide protection in
some of the Khmer Rouge camps. The Committee encourages the
Government of Thailand to continue and to expand those efforts.

The Committee strongly believes that there should be immediate
and unhindered access by international agencies to all Khmer
Rouge camps on Thai soil, and that the displaced persons in those
camps should have the freedom of choosing to transfer to other
camps or to return to their homeland.

The Committee urges the Government of Thailand to work
toward those objectives and requests the State Department to put a
high priority on this matter.

ARMENIAN REFUGEES

In view of the August 1988 Administration finding that the vast
majority of Soviet Armenians have not claimed to be refugees and
do not qualify as refugees under U.S, law, the Committee strongly
urges that for fiscal year 1990, the refugee processing and admis-
sions programs for Armenians focus upon those from the Near
East/South Asia region—mainly of Iranian, Iraqi, and Turkish na-
tionality—who have been persecuted as an ethnic and religious mi-
nority. The Committee is concerned that current U.S. refugee proc-
essing in that region is inadequate, as evidenced by the large back-
Isog of approved Armenians awaiting admission to the United

tates.

The Committee requests that the Secretary of State shall, as part
of the monthly Bureau for Refugee Programs statistical reports,
provide information on which Iranian, Iraqi and other refugee ad-
missions from the Near East/South Asia region are of the ethnic
Armenian minority, as is done for the Soviet Union and other re-
gions of the world.

RESETTLEMENT OF SOVIET, EASTERN EUROPEAN AND OTHER REFUG
IN ISRAEL :

The Committee has earmarked $25,000,000 for the resettlement
of Soviet, Eastern European and other refugees in Israel. This
funding will address the needs of new refugees resettling in Israel
and support ongoing refugee programs.

In response to the increased number of refugee arrivals in Israel,
$28,000,000 was provided for the resettlement of Soviet, Eastern
European, and other refugees in fiscal year J89. Despite present
trends indicating that Israel will absorb at least 6,000 refugees
from the Soviet Union during 1989, a three-fold increase over 1988,
plus another 4,000 arrivals from other countries, the Committee
has provided $25,000,000 for fiscal year 1990. The Committee recog-
nizes the burden this $3,000,000 reduction places on Israel. There-
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fore, should the number of Soviet Jews arriving in Israel continue
to increase, the Committee will consider restoring the current level -
or higher if the needs warrant it.

FORCED REPATRIATION OF HMONG IN THAILAND

The Committee continues to be concerned about reports of in-
stances of forced repatriation of Hmong refugees in Thailand to
Laos. The Committee urges the Government of Thailand to admit
the Hmong to the refugee screening process and to allow the
United Nations High Commissioner for Refugees to have #-cess to
the Hmong and provide appropriate services to them.

UNITED NATIONS RELIEF AND WORKS AGENCY FOR PALESTINE
REFUGEES (UNRWA)

The Committee notes that the United Nations Relief and Works
Agency for Palestine Refugees has increased its relief and health
care activity since the Palestinian uprising began in December 1987.
As a result of clashes between Palestinians and Israelis, health
clinics must remain open for extended period of time, requiring
additional medical personnel and supplies. Consequently, UNRWA'’s
operating costs are projected to increase next year by more than 6
percent. The Committee feels that the level of funding for UNRWA
igé{lgggloggar 1990 should return to at least the fiscal year level of

KURDISH REFUGEES

The Committee recognizes the need for assistance to Iraqi Kurd-
ish refugees in Turkey. More than 50,000 Kurds have fled into
Turkey in the past year in response to chemical weapon and other
attacks on communities in northern Iraq. Many now reside in tem-
porary refugee camps provided by Turkey, but lack many necessi-
ties for survival. Given the critical needs of these refugees, the
committee recommends that all efforts should be made to provide
assistance to the Kurdish refugees.

UNITED STATES EMERGENCY REFUGEE AND MIGRATION ASSISTANCE
. Funp

Fiscal year 1989 level $60,000,000
Fiscal year 1990 request 10,000,000
Committee recommendation 60,000,000

The Committee has recommended $50,000,000 for emergency ref-
ugee assistance. The recommended amount is $40,000,000 above the
$10,000,000 requested by the Administration. The Committee has
provided additional assistance up to the authorized amount in
order to assure that adequate funding is available to meet unantici-
pated refugee needs that may arise during fiscal year 1990.

ANTI'-TERRORISM ASSISTANCE

Fiscal year 1989 leve! $9,840,000
Fiscal year 1990 request 10,017,000
Committee recommendation 10,017,000
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The Committee again has provided the full request in the anti-
terrorism account due to the urgent need to address the continuing
problem of international terrorism. The Committee believes that
increased emphasis needs to be placed on airport security, the de-
tection of plastic explosives and plastic weapons, and on the capac-
ity to fully examine passenger baggage.

TITLE HI—MILITARY ASSISTANCE
FUNDS APPROPRIATED TO THE PRESIDENT

ForEIGN MILITARY FINANCING PROGRAM
GRAN1TS AND CONCESSIONAL LOANS

Fiscal year 1989 level $4,272,750,000
Fiscal year 1990 request 5,027,000,000
Committee recommendation 4,664,404,194

The Committee has recommended $4,664,404,194 for the Foreign
Military Financing Program and $39,000,000 for Military Assist-
ance operating funds. The total funding for these accounts is
$4,703,404,194. The recommended amount is $36,345,806 below the
$4,739,750,000 provided in fiscal year 1989,

ISRAEL

The Committee has earmarked a total Foreign Military Financ-
ing Program of $1,800,000,000 in grants for Israel. The Committee
has also recommended $1,200,000,000 in Economic Support funds,
for a total security assistance program for Israel of $3,000,000,000.

The Committee has included bill language that allows, to the
extent requested by the Government of Israel, funds to be used for
advanced fighter aircraft programs or for other advanced weapon
systems. Up to $150,000,000 in the funds provided to Israel are
available for research and development in the United States and
not less than $400,000,000 shall be available for procurement in
Israel of defense articles and defense services, including research
and development.

EGYPT

The Committee has earmarked a total Foreign Military Financ-
ing Program for Egypt of $1,300,000,000 in grants. Also funds total-
ling $315,000,000 in Economic Support Assistance and $500,000,000
in Development Assistance has been earmarked for Egypt. The
total earmarked program for Egypt is $2,115,000,000.

PAKISTAN

The Committee has earmarked not less than $230,000,000 in For-
eign Military Financing grants for Pakistan.

JORDAN

The Committee has earmarked $48,000,000 in Foreign Military
Financing grants for Jordan.



126

GOVERNMENT TO GOVERNMENT PROCUREMENT

The Committee has included a provision in the bill setting gov-
ernment to government procurement of goods and services that are
not sold by the U.S. Government at not more than $687,404,194, ex-
cluding funds for Israel and Egypt.

FMS EXPENDITURE RATE

The Committee has included bill language approved in last
year’s continuing resolution that requires that Foreign Military Fi-
nancing funds be expended at the minimum rate necessary to
make timely payments for defense articles and services.

CONCESSIONAL LOANS

The Committee has recommended a provision allowing for a
concessional rate of interest on foreign military financing loans at
not less than 5 percent per year. The Committee also has included
a provision in the bill setting the amount of direct Foreign Military
Financing loans at not less than $450,000,000.

AUDITS

The Committee is aware that the Department of Justice and the
Defense Security Assistance Agency are in the process of promul-
gating specific changes in the existing Foreign Military Financing
regulations in order to strengthen the ability of the United States
Government to investigate and prosecute military related corrup-
tion cases. The Committee strongly supports strengthening these
regulations. The Committee has recommended a provision in the
bill that requires the Department of Defense to conduct audits of
private firms and subcontractors whose contracts are made directly
with foreign governments and are financed with funds made avail-
able under this bill.

GREECE AND TURKEY

The Committee has included a provision in the bill that specifies
that the total amount of military assistance to Greece and Turkey
is to be provided according to a seven to ten ratio.

GUATEMALA

The Committee has included language in the bill that limits aid
to Guatemala to no more than $9,000,000 in non-lethal assistance.

EL SALVADOR

The Committee has included language in the bill that limits aid
téoalnodmore than $85,000,000 in Foreign Military Financing for El
vador. ‘

PHILIPPINES

The Committee has included a provision in the bill that requires
that all funds, including previously appropriated funds, for the
Philippines are to be provided only through the Government to
Government funding program.
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HAITI

The Committee has included language that only non-lethal mili-
~ tary assistance may be provided to Haiti, and that all military as-
sistance is to be proposed through the Committee'’s notification
process.

FOREIGN MILITARY SALES DEBT REFORM

The Committee continues to believe that the approach to mili-
tary debt reform which provides the greatest benefits to the widest
range of military debtors at the least cost to United States taxpay-
ers is the “buying down” of interest rates directly. In fiscal year
1989 Congress provided an advance appropriation of $270,000,000
for that purpose subject to a Presidential budget request. Unfortu-
nately, the Administration has not requested the funding for either
fiscal years 1989 or 1990. The Committee has provided the same ad-
vance appropriation for fiscal year 1991. The Administration is
strongly urged to follow this approach to maintaining the financial
integrity of the Federal Financing Bank.

STINGERS IN THE PERSIAN GULF REGION

The Commit‘ee in the past has prohibited the sale of Stingers to
Persian Gulf countries, with the exception of Bahrain with condi-
tions.

The Committee notes that the House authorization legislation,
H.R. 2655, includes a provision prohibiting the sale or availabilit
of Stingers to any country bordering the Persian Gulf, and provi-
sions dealing with the sale of Stingers in Bahrain and Oman with
conditions.

The Committee supports the provisions included in H.R. 2655,
which passed the House on June 29, 1989, regarding the sale of
Stingers to Persian Gulf countries.

ForelGN MiLrtary FINANCING PROGRAM—OPERATING EXPENSES

Fiscal year 1989 level $467,000,000
Fiscal year 1990 request 40,432,000
Committee recommendation 89,000,000

The Committee has recommended funding for Foreign Military
Financing Operating Expenses at a level of $39,000,000.

REPORTING ON ADMINISTRATIVE PERSONNEL

The Committee directs that the Defense Security Assistance
Agency and the Office of Management and Budget provide the
Committee with a full annual reporting of military sales revenues
and administrative personnel and costs for both {Ke Foreign Mili-
tary Financing Program and for cash sales. This report is to be
submitted by February 1, 1990 and is to provide full projection of
revenues and associated program administration costs in the fiscal
year 1991 Congressional Presentation Documents,

INTERNATIONAL MiILITARY EDUCATION AND TRAINING

Fiscal year 1989 level . $47,400,000
Fiscal year 1990 request 54,600,000
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Committee recommendation 47,400,000

The Committee recommends $47,400,000 for fiscal year 1990
funding for the International Military Education and Training ac-
count. The Committee was unable to provide more funds for the
IMET program because of the budgetary outlay squeeze. The Com-
mittee has included a burdensharing provision, enacted in fiscal
year 1989, requiring that countries with gross national products ex-
ceeding $2,349 pay for transportation and living costs for tueir
trainees. :

GUARANTY RESERVE FUND ,
Fiscal year 1989 level $939,600,000

Fiscal year 1990 request g 719,545,000
Committee recommendation 719,545,000

The Committee is recommending full funding for the Guaranty
Reserve Fund, a mandatory account. Executive and Legislative es-
timatiagggonceming this account are in full agreement for fiscal
year .

SpEecIAL DEFENSE AcQUISITION FUND
(LIMITATION OF OBLIGATIONS)

Fiscal year 1989 level $(236,865,000)
Fiscal year 1990 request (825,000,000)
Committee recommendation (280,000,000)

The Committee has recommended a limitation of $280,000,000 for
fiscal year 1990 for the Special Defense Acquisition Fund. The
Committee has included prior year language in the bill that makes
these funds available for three years.

PEACEREEPING OPERATIONS

Fiscal year 1989 level $31,689,000
Fiscal year 1990 request 33,377,000
Committee recommendation 33,377,000

The Committee has recommended the amount requested by the
Administration for voluntary contributions for International Peace-
keeping Operations.

The Committee expresses its continued concern that the Cyprus
Peacekeeping Force program is operating at a financial deficit. The
Committee feels that the United States has been carrying a dispro-
portionate share of this deficit. The Committee directs the Admin-
istration to expedite efforts to correct the Cyprus Peacekeeping
Force deficit.

TITLE IV—EXPORT ASSISTANCE
ExporT-IMPORT BANK OF THE UNITED STATES
LiMITATION OF PROGRAM ACTIVITY
(LIMITATION ON DIRECT LOANS)

Fiscal year 1989 level . * $695,000,000
Fiscal year 1990 request - ' B |
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Committee recommendation ; Caronses 595,000,000
(LIMITATION ON GUARANTEED LOANS) v

Fiscal year 1989 level $10,200,000,000

Fiscal year 1990 request ; 10,384,000,000

Committee recommendation ' 10,384,000,000

(LIMITATION ON ADMINISTRATIVE EXPENSES)

Fiscal year 1989 level ’ $20,390,000
Fiscal year 1990 request 22,782,000
Committee recommendation ) 22,000,000

APPROPRIATION FOR TIED AID

Fiscal year 1989 level $110,000,000

Fiscal year 1990 request 110,000,000

Committee recommendation 100,000,000
APPROPRIATION FOR INTEREST SUBSIDIES |

Fiscal year 1988 level 0

Fiscal year 1989 request 0

Committee recommendation $20,000,000

The Committee is a strong supporter of the Export-Import Bank.
However, due to the credit ceiling insisted upon by the House
Budget Committee in the Conference Agreement on the fiscal year
1990 Budget Resolution, the Committee was unable to provide for
more than $595,000,000 for the direct credit program. This inability
to more fully fund the direct credit program is particularly unfor-
tunate because the commercial demand for these credits has ex-
ceeded the supply in the past two fiscal years. The country is suf-
fering under a large trade deficit. The perverse impact of the con-
trolled allocation of credit authority by the Budget Committees in
addition to their control of both budget authority and outlays is ad-
dressed in the “Items of Special Interest—Credit Budget Controls”
section of this report. The Committee has attempted to mitigate
the $100,000,000 cut in the direct credit program by providing
$20,000,000 for the initiation of an interest subsidy program. An in-
terest subsidy program properly developed should be able to lever-
age exports totalling in excess of ten times the subsidy amount pro-
vided. The Committee has also provided $110,000,000 for a tied-aid
grant program all of which is subject to the direct credit loan limi-
tation. The Committee has included language requiring authoriza-
tion of the tied-aid grant program and the proposed interest subsi-
dy program. Funds for the tied aid program, the interest subsidy
gzoggr(z)mllbg{\d the direct credit program are available until Septem-

r 30, .

FINANCIAL ACCOUNTING AND REPORTING

The Committee continues to believe that the Bank's accounting
and reporting practices inaccurately reflect the Bank’s financial
condition as reported repeatedly by the General Accounting Office.
The Committee believes that these practices are at best misleading
and that they significantly overstate the Bank’s financial condi.
tion,

19-540 0 - 89 - 5
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The Bank holds a very significant level of non-performing loans;
yet, it has repeatedly refused to create a loan loss reserve. The
Committee finds this refusal inexcusable and financially irresponsi-
ble. The Committee notes that at the same time that the Export-
Import Bank is refusing to take this action, a large number of pri-
vate commercial banks in the United States have been making ad-
ditional large contributions to their loan loss reserves in order to
cover poorly performing or non-performing Third World loans. The
Committee hopes that the new leadership at the Bank will recon-
sider its position prior to requesting any funds from Congress for
its recapitalization.

The Committee further notes that the Overseas Private Invest-
ment Corporation (OPIC), which runs similar types of programs,
has acted in a more responsible financial manner and has substan-
tial reserves for bad loans. QPIC also reported to the Committee
that it annually budgets for potential loan losses.

TRADE AND DEVELOPMENT PROGRAM

Fiscal year 1989 level $25,000,000
Fiscal year 1990 request ,000,
Committee recommendation 30,000,000

The Committee has placed special emphasis on the Trade and
Development Program in recommending funding of $30,000,000,
which is $5,000,000 above the amount requested by the Administra-
tion. The Committee continues its strong support for the Trade and
Development Program and believes that this program is particular-
. ly valuable in assisting American companies in their efforts to
f:{om;l)ete for major export opportunities in the international mar-

etplace.

TrADE CrREDIT INSURANCE PROGRAM

Fiscal year 1989 level ($200,000,000)
Fiscal year 1990 request (200,000,000)
Committee recommendation (200,000,000

The Committee recommends $200,000,000, the same level as the
budget request. The Committee notes that the Trade Credit Insur-
ance Program is a secondary guarantee and as such has no effect
on budget authority, direct loan, or primary guarantee levels allo-
cated in the 302(b) process.

TITLE V—GENERAL PROVISIONS

The Committee recommends that the following new and revised
general provisions be included in the bill:

SECTION 503—REPRESENTATIONAL ALLOWANCES

The Committee has revised Section 509 relating to Representa-
tional Allowances to change the name Foreign Military Sales to
Foreign Military Financing Program, and the name Military As-
sistance to Foreign Military Financing Program—Operating Ex-
penses.
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SECTION 515—DEOBLIGATION/REOBLIGATION AUTHORITY

The Committee has revised Section 515, Deobligation/Reobliga-
tion Authority, to delete prior fiscal year language relating to Ja-
maica and Bangladesh and to delete the prohibition on the use of
deobligation/reobligation authority for the Economic Support
Fund. The revised provision also updates the date of availability of
the authority to September 30, 1990.

SECTION 517—AVAILABILITY OF FUNDS

The Committee has revised Section 517 relating to the availabil-
ity of funds to allow funds for balance of payments or sectoral as-
sistance objectives to remain available until expended. The provi-
sion also allows funds allocated or earmarked for balance o pay-
ments or sectoral assistance to be reprogrammed, deobligated and
geobligated in accordance with the Committee’s notification proce-

ures.

- SECTION 523—NOTIFICATION REQUIREMENTS

The Committee has revised Section 523, Notification Reltlluire-
ments, to provide additional clarification on economic and mi itary
notifications. These changes are discussed in detail under the sec-
tion on “Reprogramming” earlier in the report.

BECTION 526—LIMITATION ON AVAILABILITY OF FUNDS FOR
INTERNATIONAL ORGANIZATIONS AND PROGRAMS

The Committee has revised Section 526, relating to the limitation
on the availability of funds for International Organizations and
Programs, to allow funds withheld in accordance with this provi-
sion to be reprogrammed to other International Organizations and
Programs Accounts through the Committee’s notification process,

SECTION 527—U.N. VOTING RECORDS

The Committee has revised the General Provisions relating to
UN voting records to reflect House action included in the fiscal
year 1990 State Department Authorization bill.

SECTION 533—ENVIRONMENTAL CONCERNS

The Committee has revised Section 533 relating to environmen-
tal concerns. The new section is discussed earlier in the report
under Items of Special Interest. )

SECTION 535—AFGHANISTAN—HUMANITARIAN ASSISTANCE

The Committee has revised Section 535, Afghanistan—Humani-
tarian Assistance, to indicate that the President may provide
$70,000,000 in economic and development assistance to the Afghan
peoi.;le and that $13,500,000 is to be provided to the United Nations
Afghanistan Emergency Trust Fund.

S8ECTION 537—EL SALVADOR—INVESTIGATION OF MURDERS

The Committee has revised Section 537 relating to the Investiga-
tion of Murders in El Salvador in order to add additional cases to
the provision.
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S8ECTION 539—IMMUNIZATION FOR CHILDREN

The Committee has updated Section 539, relating to Immuniza-
tion for Children. The revised language indicates the need to com-
plete immunization programs by 1990.

S8ECTION 541—COUNTRY NOTIFICATION REQUIREMENTS

The Committee has revised Section 541, Country Notification Re-
quirements. The fiscal year 1990 provision requires the notification
of economic and military programs for Sudan, Liberia, Somalia,
Zaire and Lebanon. This section requires prior notification prior to
the obligation of any funds for the named countries regardless of
whether the proposed obligation is contained in the congressional
presentation.

SECTION 543—CHILD SURVIVAL AND AIDS ACTIVITIES

The Committee has allowed AID to reimburse other agencies and
institutions for AIDS personnel costs.

SECTION 548—ASSISTANCE FOR LIBERIA

The Committee has revised Section 548 relating to Assistance for
Liberia in order to conform the language to language in the 1990-
1991 Authorization Bill. A further discussion conceming Liberia
may be found earlier in the report under “Country Issues”.

S8ECTION 549—RECIPROCAL LEASING

The Committee has revised Section 549, Reciprocal Leasing, to
change the effective date from 1989 to 1990.

S8ECTION 552—AUTHORIZATION REQUIREMENT

The Committee has revised Section 552, Authorization Require-
ment, to require that all funds appropriated in the bill be subj
to authorization. '

SECTION 553—NOTIFICATION CONCERNING EL SALVADOR

The Committee has revised Section 553 relating to notification
concerning El Salvador by changing the dates on reporting require-
ments, The Committee notes that the report required on April 1,
1989 has not been submitted as yet.

S8ECTION 5556—MIDDLE EAST REGIONAL COOPERATION AND ISRAELI ARAB
SCHOLARSHIPS

The Committee has revised Section 5565, Middle East Regional
Cooperation, to increase the funding from $5,000,000 to $7,000,000
and to include, in addition, a separate program of $5,000,000 for
Israel-Arab Scholarships.

The Israeli Arab Scholarship provision follows the recommenda-
tion in the 1990-1991 Authorization Bill. This program was started
two years ago. The Committee notes that Israeli Arabs frequently
have accepted offers to study in East bloc countries. The intent of
this program is to fund educational training in the United States
and prepare Israeli Arabs for careers in Israel.
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The Committee recommends a one time appropriation of $5 mil-
lion for this purpose with three conditions: (1) that the $5 million is
matched by $5 million from the private sector; (2) that the United
States Government can set up an endowment for the public and
private funds and work out procedures for implementing a scholar-
ship program from the income of the endowment; (8) that this pro- .
gram has the support of the Israeli government.

S8ECTION 559—HAITI

The Committee has revised Section 559 relating to Haiti. The
new provision is discussed earlier in the report under the “Country
Issues” section. ‘

SECTION 560-—ASSISTANCE FOR PANAMA

The Committee has revised Section 560, Assistance for Panama,
to include an exception for a small number of students currently
enrolled in a scholarship program.

SECTION 561-—ELIMINATION OF THE SUGAR QUOTA AIJDCATIdN OF.
PANAMA

The Committee has revised Section 561, Elimination of the Sugar
Quota Allocation of Panama, to indicate that sugar quotas trans-
ferred from Panama are to be used primarily for the English-
speaking countries of the Caribbean and nations in Latin Americs.
that recently have had free and fair elections. Also no country is to
receive any more than 20% of the reallocated amount,

SECTION 563—PROHIBITION ON BILATERAL ASSISTANCE TO TERRORIST
COUNTRIES

The Committee has revised Section 563 concerning the prohibi-
tion of bilateral assistance to terrorist countries. Revisions in the
section make the provision consistent with the 1990-1991 House
passed Authorization Bill.

8ECTION 566—HONDURAS—RAMIREZ CASE

The Committee has for many years been involved in a case be-
tween an American citizen and the Government of Honduras con-
cerning compensation for property in Honduras. During the past
year a fact-finding investigation has been completed and the Gov-
ernment of Honduras has made an offer to the American citizen,
based on the fact-finding case. Although a final settlement of the
issue has not been made, the Committee has released $5,000,000 of
the $15,000,000 that is currently being withheld from Honduras in
order to show that some progress has been made in moving toward
a settlement.

8ECTION 568—NARCOTICS CONTROL PROGRAM

The Committee has revised Section 568, Narcotics Control Pro-
am. The revised provision permits the President: (1) to provide
%9,000,000 in Economic Support Assistance for Bolivia, Ecuador,
Jamaica, and Peru; and (2) to provide $85,000,000 in military assist-
ance to Bolivia, Ecuador, Jamaica, and Colombia. The provision
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also provides $500,000 in narcotics control assistance for the testing
and use of safe and effective herbicides; $1,000,000 for defensive
arming of aircraft used in anti-narcotics control efforts; $2,000,000
in International Military Education and Training for narcotics con-
trol training and expenses; and $3,500,000 in Foreign Military Fi-
nancing for military assistance for illicit drug control efforts.

The section also provides prior year certification requirements
and reprogramming authority. A further discussion of these provi-
sions can be found under the Narcotics Control section earlier in
the r zport. :

SECTION 571—CAMBODIAN NON-COMMUNIST RESISTANCE FORCES

The Committee has included prior year language allowing funds
made available under the headings “Foreign Military Financing
Program” and ‘“Economic Support Assistance” to be available for
the Cambodian Non-Communist Resistance Forces. The Committee
has limited the available funds for this purpose to $7,000,000, the
amount requested by the Administration.

The Committee has included a new provision directing, to the
maximum extent possible, that the United States government ad-
minister these funds. The Committee is deeply concerned about re-
g(e)erts of corrupt activities concerning this program, which have

n addressed by the AID Inspector General's Office.

SECTION 573—PAY RAISES

The Committee has revised Section 573 concerning the absorp-
tion of pay raises to make the provision apply to fiscal year 1990.

SECTION 576—DISADVANTAGED ENTERPRISES

The Committee has included a new provision on minority set
asides which revises AID procurement policies as included in the
1990-1991 authorization bill. o

S8ECTION 577—PROHIBITION ON LEVERAGING AND DIVERSION OF UNITED
STATES ASSISTANCE

The Committee has included a new provision prohibiting the ob-
ligation or expenditure of any funds in the bill for the purpose of
furthering any military, foreign policy or intelligence activity
which is contrary by United States law.

SBECTION 578—APPROPRIATIONS OF EXCESS CURRENCIES

The Committee has included a new provision restricting the use
of excess currencies.

SECTION 579-—INTEREST ON LOCAL CURRENCIES

The Committee has included a new provision allowing the use of
interest from local currencies in aid programs.

SECTION 580—LEBANON

The Committee has included a new provision in the bill provid-
}ng I?ZBBOO,OOO in Development and Economic Support Assistance
or Lebanon. ‘
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SECTION 581—JOB-RELATED CRIMES

The Committee has included a new provision in the bill that re-
stricts the authority of the Foreign Service Grievance Board to
block the suspension of a foreign service officer who has committed
a job-related crime for which a sentence of imprisonment may be
imposed.

The Committee has taken this action because of reports this year
that AID has continued to pay employees who have been tried and
convicted of crimes relating to their work but continued to receive
a U.S. salary.

SECTION 582—LOCATION OF STOCKPILES

The Committee has recommended a new general provision which
includes Korea, Thailand, member countries of the North Atlantic
Treaty Organization, or countries which are major non-NATO
allies (Australia, Japan, Korea, Israel and Egypt), as countries
where military stockpiles may be located.

BECTION 583—HONG KCONG

The Committee has included a new provision expressing the
sense of the Congress concerning the absence of human rights
guarantees in the draft Basic Law, pending the colony’s scheduled
reversion to China in 1997.

SBECTION 584—RESCISSION

The Committee has added Section 584 to the bill which rescinds
$59,000,000 in fiscal year 1989 Economic Support Funds. This re-
scission is to be taken unearmarked funds or from unobligated Eco-
nomic Support Funds for Liberia, Sudan and Somalia. Because of a
number of extenuating circumstances, the Committee feels that
Economic Support Funds for these countries will not be required
for fiscal year 1989. The rescission brings the outlays in the bill in
conformance with the committee’s 302(b) allocations under the
budget process.

INFLATIONARY IMPACT STATEMENT

Clause 2(1X4) of Rule XI of the House of Representatives requires
that each committee report on a bill or resolution shall contain a
statement as to whether enactment of the hill or resolution would
have an inflationary impact on prices and costs in the operations of
the national economy.

Practically any spending by the U.S. Government can be infla-
tionary when Government financial policy does not provide for ade-
quate income to cover that total spending effort such as is the case
now with the budget of the United States, which is not projected to
be in balance this year.

The total amount of new budget authority recommended in the
accompanying bill for fiscal year 1990 will have little inflationary
impact.
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CoMPARISON WiTH BUDGET RESOLUTION

Section 308(aX1XA) of the Congressional Budget and Impound-
ment Control Act of 1974 (Public Law 93-344), as amended, re-
quires that the report accompanying a bill providing new budget
authority contain a statement detailing how the authority com-
pares with the reports submitted under section 302 of the Act for
the most recently agreed to concurrent resolution on the budget for
the fiscal year. This information follows:

302(b) " This biE
Discretionary Mandatory Discretionary Mandatory
Budget authority 13,550 805 13,550 805
11,550 805 11,550 805
Direct loans. 117 ) A - K17 ) R
Primary guarantees 2103 L OO 6414 e -

The bill provides no new spending authority as described in sec-
tion 401(cX2) of the Congressional Budget and Impoundment Con-
trol Act of 1974 (Public Law 93-344), as amended.

F1ve-YEAR ProJECTION OF QUTLAYS

In accordance with section 308(aX1XC) of the Congressional
Budget and Impoundment Control Act of 1974 (Public Law 93-344)
as amended, the following table contains five-year projections of
the outlays associated with the budget authority provided in the ac-
companying bill:

Budget authority $14,341,813,181
Outlays:
1989 5,764,767
1990 2.516,222
1991 8,120,086
1992 727,667
1998 and future years . 498,778

ASSISTANCE TO STATE AND LOCAL GOVERNMENTS

Section 308(aX1XD) of the Congressional Budget Act of 1974 re-
quires that the report accompanying any bill or resolution provid-
ing new budget authority (order than continuing appropriations)
shall contain a statement of the new budget authority and budget
outlays provided by that bill or resolution for financial assistance
to State and local governments.

The amounts recommended in the accompanying bill contain no
budget authority or budget outlays for the State or local govern-
ments,

TRANSFER OF FUNDS

1. Private Sector Revolving Fund.—The bill allows for $4,611,502
in necessary expenses to carry out functions of the Private Sector
Revolving Fund to be derived by transfer from AID development
assistance accounts included in Title II of the bill.
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REescissioNn

Pursuant to clause 1(b), rule X of the House of Representatives,
the following table is submitted describing the rescissions recom-
mended in the accompanying bill. '

RESCISSIONS RECOMMENDED IN THE BILL
Funds appropriated to the President: -
Economic Support Fund $59,000,000
The Committee has recommended a rescission in order to offset .
outlay increases created by the fiscal year 1989 Supplemental for
refugees.

CHANGES IN THE APPLICATION OF EXISTING LAW

Pursuant to Clause 3, Rule XXI of the House of Representatives,
the following statements are submitted describing the effects of
provisions in the accompanying bill which directly or indirectly
change the application of existing law. Most of the language has
been provideé) in previous appropriation measures including sup-
plements for the departments and agencies carried in the accompa-
nying bill.

1. The bill contains appropriations for a number of items for
which authorizations for fiscal year 1990 have not yet been en-
acted. The Committee is disturbed by the lack of authorization for
programs in the bill. We strongly believe that authorization acts
should be in place prior to the passage of appropriations bills. The
bill requires that none of the funds appropriated in the bill may be
obligated until authorizations have been enacted into law.

2. The bill provides that a few of the appropriations shall remain
available for obligation beyond the current fiscal year. In all cases
it is deemed desirable to carry such language in order to provide
for orderly administration of such programs and effective use of
funds. Also, the bill does not allow some of the funds to remain
available until expended as provided for in the authorizing legisla-
tion.

3. The bill contains a number of general provisions and other
language which have been carried in the bill in past years.

4. In many cases, the Committee has recommended reduction in
the amounts proposed to be authorized for the various foreign aid
programs in the current version of the House passed authorization.

5. On page 3, under “Contribution to the International Finance
Corporation”, the Committee has provided that not more than
$30,800,000 may be expended for the purchase of such stock in
fiscal year 1990.

6. On page 8, under “Contribution to the Enhanced Structural
Adjustment Facility of the International Monetary Fund”, the
Committee has provided $150,000,000 to remain available until ex-
pended, subject to authorization. ‘

. On page 8, under “International Organizations and Pro-
grams”, the Committee has earmarked specific levels of funding for
four programs. The Committee has also earmarked funds for the
International Fund for Agricultural Development available onl
when agreement has been reached on a third replenishment. In ad-
dition, the bill requires that all funds earmarked for UNICEF be
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obligated within 80 days of enactment and requires that funds for
IAEA may be provided only if Israel is not being denied its right to
participate in activities of that agency.

8. On pages 9, 10 and 11 under “General Development Assist-
ance”, the Committee has included prior year references to or ear-
marks for surplus dairy products, the Vitamin A Deficiency Pro-
gram, and agricultural activities in Poland. The Committee has
earmarked funds for the AIDS program, WHO, health and child
survival activities, the Caribbean Law Institute, cooperative U.S,,
Israel, and developing country projects, Central American Rural
Electrification, activities of the Office of Energy, AID, and biologi-
cal diversity activities including Parks in Peril.

9. On page 12, under “Egypt, Jordan, Pakistan, Development As-
sistance’’, the Committee has earmarked funds for these countries.

10. On page 12, under “Poland and Hungary” the Committee ear-
marks funds for Poland and Hungary.

11. On pages 12 and 13, under Sub-Sahara Africa, Development
Assistance: the Committee provided that authorities of the fiscal
year 1989 Appropriations Act apply until superceded by enactment
of new authorization legislation for fiscal year 1990.

12. On page 14, under “Zaire” the Committee has encouraged
funding through private voluntary organizations.

13. On page 14, under “Assistance for Displaced Children”, the
Committee has earmarked $3,000,000 for children who have become
orphaned as a result of drought, civil strife and other natural and
man-made disasters.

14. On page 14, under “Women in Development”, the Committee
has earmarked $5,000,000 to promote the involvement of women in
development, of which $3,000,000 is matching funds for AID field
missions.

15. On page 15, under “Separate Accounts”, the Committee has
provided that non-project sector development assistance shall be
subject also to prior year separate accounts provisions related to
ESF cash transfer assistance.

16. On page 18, under “Operating Expenses of the Agency for
International Development”, the Committee has limited funds for
Foreign Affairs Administrative Support.

17. On page 19, under “Housing and Other Credit Guaranty Pro-
grams”, the Committee requires 100 percent guarantee of loan
principal and interest, and prohibits the Federal Financing Bank
from issuing any HIG loans.

18. On pages 19, 20, 21, 22, and 23, under the heading, “Economic
Support Assistance”, the Committee has earmarked funds for
Israel, Egypt, West Bank and Gaza, Jordan, Cyprus, Hungary, and
Poland. The Committee has referenced the El Salvadoran Special
Investigative Unit. The Committee has required that funds to Cen-
tral American countries be provided proportionately to fiscal year
1989 levels. The Committee has limited funds for Zaire. The Com-
mittee has required separate accounts for cash transfer and non-
project sector assistance. The Committee has limited funds for tied-
aid credits. The Committee updated section 534(e) of the Foreign
Assistance Act of 1961.



139

19. On pages 23 and 24, under “International Fund for Ireland”,
the Committee has provided $20 million, to be expended at a mini-
mum rate, available until expended.

20. On pages 24 and 25, under the heading “Multilateral Assist-
ance Initiative for the Philippines”, the Committee provided 75
percent for project assistance, a target of 25 percent for private vol-
untary activities, and all funds available until September 30, 1991
through the notification process.

21. On page 25, under “African Development Foundation”, the
Committee amends the authorizing act to require a bipartisan
board and to extend the operating dates for the Foundation.

22. On pages 27, 28 and 29, under the heading “Migration and
Refugee Assistance”, the Committee has earmarked funds for Refu-
gee Entrant Assistance. The Committee has amended the fiscal
year 1988 and 1989 appropriations acts to extend the immigration
entrance period for Amerasians.

23. On page 30, under the heading, “Foreign Military Financing
Program Operating Expenses”, the Committee has provided
$39,000,000 for this new account.

24. On pages 30, 31, 32 and 33, under the heading, “Foreign Mili-
tary Financing Program”, the Committee has earmarked funds for
Israel, Egypt, Pakistan and Jordan. The Committee has provided
Greece and Turkey in a 7 to 10 ratio. The Committee has provided
all uncommitted Philippine funds only to finance Arms Export
Control Act sales. The Committee has provided a minimum of
funds subject to financing under the Arms Export Control Act. The
Committee changes all references to Foreign Military Credit Sales
in Title V. The Committee places funds for Haiti subject to notifi-
cation and only for nonlethal purposes. The Committee limits
funds to Zaire and Guatemala and El Salvador.

26. On page 35, under the heading, “Foreign Military Sales Debt
Reform”, the Committee has extended the prior provision for an-
other year,

26. On pages 38 and 39, under the heading, “Limitation on Pro-
gram Activity”, the Committee provided for tied aid credits and in-
terest subsidy funding for the Export-Import Bank subject to au-
thorization, available for two years.

27. On pages 40 and 41, under the heading “Trade and Develop-
ment program”, the Committee has provided deobligation and recs-
ligation authority.

28. On pages 41 through 100:

Section 509 has been revised to reflect changes in titles of
programs.

Section 515 has been revised to provide deobligation/reobli-
gation authority for Economic Support Assistance and to delete
language on Jamaica and Bangladesh.

Section 517 has been revised to reflect new terms of avail-
ability of funds and to require new reporting provisions.

Section 523 has been revised to define a new notification
process for both the Agency for International Development and
the Defense Security Assistance Agency.

Section 526 has been revised to include new authorization
bill language on the PLO and to allow withheld funds to be
available until September 30, 1991.
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" Section 527 has been revised to conform to authorization legisla-
ion,

Section 533 is a complete revision of Section 535 in last
year’s bill on Environmental Concerns and is described earlier
In this report.

Section 585 is a revision of Section 537 in last year’s bill. It
Ezovides $70,000,000 for Afghanistan of which $13,500,000 shall

rovided to the United Nations Program for Afghanistan.
ection 537 is a revision of Seciion 539 in last year’s bill
gdding reference to the San Francisco murder case in El Salva-
or.

Section 539 is a revision of Section 541 in last year's bill di-
recting enhanced support for global effor: to reach universal
access to childhood immunization by 1990.

Section 541 is a revision of Section 544 in last year’s bill. No-
tification requirements for Jamaica, Burundi, and Uganda are
deleted; requirements are added for Zaire and Lebanon.

Section 543 is a revision of Section 545 in last year's bill,
adding reference to AIDS to the provision.

Section 548 revises Section 551 on Assistance to Liberia in
last year’s bill in comformance with the Authorization bill.

Slg%téon 549 revises Section 552 of last year’s bill by updating
to .

Section 552 revises Section 555 of last year’s bill requiring
g}illzhorization prior to obligation of funds appropriated by this

ill.

Section 553 updates Section 556 of last year’s bill by revising
the dates.

Section 565 revises Section 558 of last year’s bill to provide
$7,000,000 for Middle East Regional Cooperation and Israeli
Scholarships.

Section 559 revises Section 563 on assistance to Haiti in last
year’s bill by tracking the new authorization language, and by
providing a Presidential determination allowing expenditures
in the national interest.

Section 560 revises Section 564 on assistance to Panama in
last year’s bill to exclude selected scholarship students.

Section 561 revises Section 565 in last year's billrll)jy provid-
ing a reallocation of Panama’s sugar quota primarily to the
English-speaking Caribbean and to Latin American countries
who have recently held democratic elections.

Section 563 revises Section 568 of last year’s bill prohibiting
assistance to terrorist countries by tracking the authorization
language.

Section 566 revises Section 574 of last year’s bill releasing an
additional $5,000,000 for Honduras.

Section 568 completely revises Section 578 of last year’s bill
providing funds for a narcotics control program. This new sec-
tion earmarks specific funds for various purposes.

Section 571 revises Section 581 of last year’s bill, providing
not to exceed $7,000,000 for non-Communist resistance forces
in Cambodia.

Section 578 revises Section 585 of last year’s bill by changing
the dates.
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Section 576 is a new provision creating a set aside program
for disadvantaged enterprises as in the authorization bill.
Section 577 is a new provision prohibiting leveraging or di-
version of United States assistance for purposes illegal under
United States law.
Section 578 is a new provision preventing the waiver of pro-
vigions requiring appropriation of excess currencies.
Section 579 is a new provision allowing interest on local cur-
rency accounts to be used for program purposes.
Section 580 is a new provision providing $7,500,000 in Devel-
opment and Economic Support Assistance for Lebanon.
Section 581 is a new provision allowing the Secretary of
State to cut off pay of Foreign Service employees in certain cir-
cumstances.
Section 582 provides a waiver for stockpiling military equipment
in Korea, Thailand, NATO countries and major non-NATO allies.
Section 583 provides a sense of Congress concerning Hong Kong.
Section 584 provides a rescission of $59,000,000 in prior year Eco-
nomic Support Funds.

COMPLIANCE WITH RULE XIII—-CLAUSE 8 .

In compliance with clause 8 of Rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

AFRICAN DEVELOPMENT FOUNDATION

The accompanying bill would repeal section 511 of the African
Development Foundation Act, as follows:

EXPIRATION OF AUTHORITIES

[Skc. 511. The authority of the Foundation to make grants,
loans, and loan guarantees and otherwise to carry out the pur-
poses of this title shall expire on September 30, 1990, except
that this section shall not preclude the Foundation from ac-
quiring obligations prior to that date which mature subsequent
to that date or from assuming liability prior to that date as a
guarantor of obligations which mature subsequent to that date
or from continuing as a body corporate and exercising any of
its powers subsequent to that date for purposes of the orderly
liquidation of its activities.]

The accompanying bill would also amend Sec. 507 of the African
Development Foundation Act as follows:

MANAGEMENT

Sec. 507. (aX1) The management of the Foundation shall be
vested in a board of directors (hereafter in this title referred to as
the “Board”) composed of seven members appointed by the Presi-
dent, by and which the advice and consent of the genate. The
President shall designate one member of the Board to serve as
Chairperson of the Board and one member to serve as Vice Chair-
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igl%rson of the Board. Five members of the Board shall be appointed
m private life. Two members of the board shall be appointed
from among officers and employees of agencies of the United States
concerned with African affairs. All members of the Board shall be
appointed on the basis of their understanding of and sensitivity to
community level development processes. Members of the Board
shall be appointed so that no more than four members of the Board
are members of any one political party.

ADMINISTRATION OF JUSTICE

The accompanying bill would amend section 534(e) of the Foreign
Asgistance Act of 1961, as follows:

Sec. 534. ADMINISTRATION OF JUsTICE.—(a) The President may
furnish assistance under this chapter to countries and organiza-
tions, including national and regional institutions, in order to
strengthen the administration of justice in countries in Latin
America and the Caribbean.

L L * L L J L J L J

(e) Personnel of the Department of Defense and members of the
United States Armed Forces may not participate in the provision of
training under this section. Of the funds made available to carry
out this section, not more than $7,000,000 may be made available
in Yeach of fiscal years 1988 and 19897 fiscal year 1990 to carry
out the provisions of subsection (bX3) of this section. The authorit
?g ;10115 section shall expire on [September 30, 19891 September 30,

MIGRATION AND REFUGEE ASSISTANCE

The accompanying bill would amend section 584(aX1XB) of the
Foreign Operations Export Financing and Related Programs Ap-
gropnations Act, 1988 (as contained in section 101(e) of Public Law

00-202, as follows:

AMERASIAN IMMIGRATION

~ SEc. 584. (aX1) Notwithstanding any numerical limitations speci-
fied in the Immigration and Nationality Act, the Attorney General
may admit aliens described in subsection (b) to the United States
as immigrants if—
(A) they are admissible (except as otherwise provided in
paragraph (2)) as immigrants, and
(B) they are issued an immigrant visa and depart from Viet-
nam [during the 2-year period beginning 90 days after the
date of the enactment of this Act.] during the period begin-
ning on March 22, 1988 and ending on September 30, 1990.

ReciprocaL LEasING

The accompanying bill would amend section 61(a) of the Arms
Export Control Act or extend the leasing authority of that section
through FY 1990, as followe:

-"8Ec. 61. LEasiNG AuTHoRiTY.—(a) The President may lease de-
fense articles in the stocks of the Department of Defense to an eli-
~ gible foreign country or international orga..zation if—
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(1) he determines that there are compelling foreign policy
and national security reasons for providing such articles on a
lease basis rather than on a sales basis under this Act;

(2) he determines that the articles are not for the time
needed for public use; and

3 the countgy or international organization has agreed to

ay in United States dollars all costs incurred by the United
gtates Government in leasing such articles, including reim-
bursement for depreciation of such articles while leased, the
costs of restoration or replacement if the articles are damaged
while leased, and the replacer 2nt cost (less an depreciation
in the value) if the articles are lost or destroyed while leased.

The requirement of paragraph (3) shall not apply to leases
entered into for purposes of cooperative research or develop-
ment, military exercises, or communications or electronics
interface projects, or to any defense article which has passed
three-quarters of its normal service life.

The President may waive the requirement of paragraph (3)
with respect to a lease which is made in exchange with the
lessee for a lease on substantially reciprocal terms of defense
articles for the Department of Defense, except that this waiver
authority—

(A) may be exercised only if the President submits to the
Committee on Foreign Affairs and the Committee on Ap-
propriations of the House of Representatives and the Com-
mittee on Foreign Relations and the Committee on Appro-
priations of the Senate, in accordance with the regular no-
tification procedures of those Committees, a detailed notifi-
cation for each lease with respect to which the authority is
exercised; and

(B) may be exercised only during the fiscal year 19893
1990 and only with respect to one country, unless the Con-
gress hereafter provides otherwise.

JOB RELATED CRIMES

The accompanying bill would amend section 1106(8) of the For-
eign Service Act of 1980, as follows:

Sec. 1106. BoArRp PROCEDURES.—The Board masy adopt regula-
tions concerning its organization and procedures. Such regulations
shall iriclude provision for the following:

L] ] L » ] » ]

(8) If the Board determines that the Department is con-
sidering the involuntary separation of the grievant, disci-
plinary action against the grievant, or recovery from the
grievant of alleged overpayment of salary, expenses, or al-
lowances, which is related to a grievance pending before
the Board and that such action should be suspended, the
Department shall suspend such action until the Board has
ruled upon the grievance. Notwithstanding such suspen-
sion of action, the head of the agency concerned or a chief
of mission or principal officer may exclude the grievant
from official premises or from the performance of specified
functions when such exclusion is determined in writing to
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.be essential to the functioning of the post or office to
which the grievant is assigned. Notwithstanding the first
gentence of this paragraph, the Board's authority to sus-
pend such action shall not extend to instances where the
Secretary, or his designee, has reasonable cause to believe
that a grievant has committed a job-related crime for
which a sentence of imprisonment may be imposed and has
taken action to suspend the grievant without pay pending a
final resolution of the underlying matter.



AMOUNTS RECOMMENDED IN THE BILL FOR 1990

: COMPARATIVE SI‘ATEMENT OF NEW BUDGET (OBLIGATIONAL) AUTHORITY FOR 1989 AND BUDGET ESTIMATES AND

jjuslg eBng snojaeid

) K New budget (obliga- Bud.etmolnc' . New budget (obliga- Bill with new | Bill compared with bud-
) qundhn pr;‘:tnad.l?;l appro- (ohhpmn;% tional) af i recom- i 190 ¢ emmaa.o(ne'
() (€3] 3) “) ) (O]
TITLE I - MULTILATERAL ECONOMIC
' ASSISTANCE
FUNDS APPROPRIATED TOTHE -
PRESIDENT
" International Financial Institutions
World Bank Group
Contribution to the International Bank for
Reconstruction and Development: . e .
Paid-in capital 50,000,795 90,251,869 remieressseemsosiiomsmasssssss -50,000,795 90,251,869
Limitation on callable capital SubSCriptions ... (2292,972,540) (2241,863,586) | cvverriicsmmermmsssressassessese (-2,292,972, 540) (-2241,8@,586)
Total, contribution to the International Bank ,
for Reconstruction and Development (2,342,973,335) (2332,115,455) (-2342,973,335) (-2,332,115,455)
Budget authority 50,000,795 90,251,869 -50,000,795 90,251,869
Limitation on callable capital......reeereeovesesssens (2292,972,540) arsostosasesstssmmssamessnsorsonen (-2292,972,540) (-2.241,863,586)

(2241,863,586)

R4%


http:Z241,863.86
http:Z241,863,.86

Contribution to the International Development
Association

Contribution to the International Finance
Corporation

Total, contributions World Bank GIOUD wevrrsssersensenmmnnses
Budget authority
Limitation on callable 2121 O

Contribution to the Inter-American Development Bank:
Fund for special operations

995,000,000

Inter-regional paid-in capital

Inter-American Investment Corporation

Total, contribution to the Inter-American
Dewlopment Bank

965,000,000 965,000,000 30,000,000 | oo,
4591528 114936472 83,000,000 +83,108472 26936472
(3,342,864,863) (3,412,051,927) (1,053,000,000) (-2,289,864,863) (-2,359,051,927)
1,049,892,323 1,170,188,341 1,053,000,000 +3,107677 117,188,341
(2292,972,540) (2241,863,586) (-2,292,972,540) (-2,241,863,585)
63,724,629 63,724,629 +63,724,629
31,617,983 . 31617983
25,500,000 -25,500,000
: 120,842,612 e | remase S7,117,983

Wt



CQMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL)

AUTHORITY FOR 1989 AND BUDGET ESTIMATES AND

AMOUNTS RECOMMENDED IN THE BILL FOR 1990--Continued
New budget (obliga- Budget estimates of new _ New budget (obliga- Bill compared with new | Bill compared with bud-
AEnyandltem 'b""m':x;éu eniiea | (CHoganborsy, | tona) subonty recom- s W -m.“""-’.
(U] (2) Q) 4) 9 )
Contribution to the Asian Development Bank:
Development fund 152,392,036 230,711,964 221,896,000 +69,503,964 -8,815,964
Contribution to the African Development Fund................ 105,000,000 105,000,000 105,000,000
Contribution to the African Development Bank:
Paid-in capital 73453711 10,641,308 9,641,308 +2,295937 -1,000,000
Limiation on callable capital. (135,062,946) (134,809,613) (134,809,613) (-253,333)
Total, contributions to the African Development
Bank (142,408,317) (145,450,921) (144,450,921) (+2,042,604) (-1,000,000)
Budget authority 734537 10,641,308 9,641,308 +2,295,937 -1,000.000
Callable capital (135062,946) (134,809,613) (134,809,613) (-253,333)
IMF - Enhanced structural adjustment facility. 150,000,000 150,000,000 +150,000,000
Total, contribution to International Fmancul :
. Institutions ' (3,742,665,216) (4,164,057,424) (1,738,071,550) (-2,004,593,666) (-2,425,985,874)
" Budget authority ' . 1,314,629,730 1,787,384,225 1,603,261,937 +288,632,207 -184,122.288 -
Limitation on callable capital...ooo....... (2,428,035,486) (2376,673,199) (134,809,613) (-2,293,225,873) (-2,241,863,

14



Department of State

International organizations and PIORIAMS ooeereresssesncsssiveses

226,115,000 209,000,000

International Fund for Agricultural Development.....

Total, title I, contribution for Multilateral
Economic Assistance. (3,968,780,216) (4,373,057,44)
Budget authority 1,540,744,730 1,996,384,225
Limitation on callable capital (2428035,486) (2376,673,199)
TITLE II - BILATERAL ECONOMIC
ASSISTANCE
FUNDS APPROPRIATED TO THE
PRESIDENT
Agency for International Development
Agriculture, rural development, and nutrition,

Development Assistance 493,715,000 477,760,000
Population, Development Assistance 197,940,000 201,600,000
Health, Development Assistance 122,459,000 125,994,000
International AIDS prevention and control progran......... 40,000,000 42,000,000
Child Survival Fund 71,000,000 71,000,000
Education and human resources development, )

Development Assistance 129,541,000 139,000,000

. 201,500,000

230,115,000
40,000,000

(2,008,186,550)
1,873,316,937
(134,809,613)

+4,000,000
+40,000,000

(-1,960,593,666)
+332,632,207
(-2293,225,873)

493,715,000
+3,660,000
122,459,000
_=40,000,000
71,000,000

+40,000,000

~123,007,288
{-2241,863,586)

477,760,000

125,994,000
. ~42,000,000
~71,000,000

-129,541,000

'm:m:m

+21,115,000

(2364870574)

1148



COMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL) AUTHORITY FOR 1989 AND BUDGET ESTIMATES AND
AMOUNTS RECOMMENDED IN THE BILL FOR 1990--Continued

o Newbudget (obligs- | Budget estimatesofnew |  Newbudget (obligs- | Bl d with new | Bill compared with bud-
Ageacy and item mﬂz sppro- (obhpmuﬂlw)oauhxuy, tional) mnguyh wx_wu:m- budget idahpnml' Atios ) & mlm of new )
(J
) )] (3) Q] ) )
Private sector, environmental, and energy, o
Development Assistance . 120,709,000 128,984,000 -120,709,000 -128,984,000
Science and technology, Developmént AsSistance co.ee.. 8,662,270 8,662,000 | ........ -8,662,270 -8,662,000
Private sector revolving fund:
(By ransfer) (9,000,000) (5,000,000) (4,611,502) (-4388498) (-388498)
(Limitation on direct loans) (12,000,000) (3,500,000) (3,228,051) (-8771,949) (-271,949)
(Limitation on guaranteed loans). (50,000,000) (50,000,000) (46,115,020) (-3,884,980) (-3,884,980)
Development Assistance 968,400,000 +968,400,000 +968,400,000
Development assistance transfer from ESF. 920,000,000 +920,000,000 +920,000,000
Subtotal, development assistance 1,184,026 270 1,195,000,000 2,090,000,000 +905,973,730 +895,000,000 '
Reappropriation (deobligation/reobligation) authority.... 12,500,000 39,000,000 39,000,000 +26,500,000
Sub-Saharan Africa, Development AsSSiStance..escsscess 500,000,000 565,000,000 515,000,000 +15,000,000 -50,000,000
Southern Africa Development Assistance 50,000,000 50,000,000 +50,000,000
Total, development assistance 1,746,526,270 1,799,000,000 2,694,000,000 +947,473,730 +895,000,000
American schools and hospitals abroad crssesnsosssse 35,000,000 30,000,000 30,0w,OOO -5,000,060
International disaster assistance 25,000,000 25,000,000 25,000,000 .
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Payment to the Foreign Sexvice Retirement and
Disability Fund

40,532,000 40,147,000 40,147,000 -385,000
Opcrating expenscs of the Agency for International e '
Development 414,000,000 447,624,000 437,000,000 +23,000,000 -10,684,000
Opcrating expenses of the Agency for Intemational ' _ ‘ ‘
Development Office of the Inspector Generl................. 28,500,000 31,194,000 30,000,000 +1,500,000 31,194,(!!)
Housing and other credit guaranty programs: - o
(Limization on guaranteed loans) (125,000,000) (100,000,000) (125,000,000) _ ( +25,000,000)
Guarantee reserve, indefinite borrowing authority........ 22,000,000 45,000,000 45,000,000 +23,000,000
Subtotal, Agency for International Development ........ 2,311,558,270 2,418,025,000 3,301,147,000 +989,588,m +883,122,000
Economic support fund 3,258,500,000 3,331,100,000 2,145,000,000 -1,113,500,000 -1,186,100,000°
Reappropriation (deobligation/recbligation) authority .... 18,000,000 18,000,000 +18,000,000 —
Rescission ' -59,000,000 59,000,000 59,000,000
Subtotal, Economic support fund 3,258,500,000 3,349,100,000 2,104,000,000 -1,154,500,000 -1,245,100,000°
Anglo-Irish Accord 20,000,000 +20,000,000 +20,000,000
Moultilateral Assistance Initiative 200,000,000 160,000,000 +160,000,000 <40,000,000
Total, ESF/MAI/AIA... 3,258,500,000 3,549,100,000 2,284,000,000 974,500,000 -1,265,_1(_!),@
Total, Agency for International Developmcnt.............._ 5,570,058,270 5,967,125,000 5,585,147,000 +15,088,730 -381.978.000 ‘
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COMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL) AUTHORITY FOR 1989 AND BUDGET ESTIMATES AND
: -~ AMOUNTS RECOMMENDED IN THE BILL FOR 1990—Continued

I

'!

New budget (obliga- Budget cstimates obliga- Bilt with sew | Bill compared with bud-
Agracy and item mn{?& appro- (d:hmnml)lmbmy mﬁbﬂl bw.iip wlgpﬂ) ( ﬂm:”?olnt'.
0% (2 o) (0] (0] ©
Independent Agencics
African Development Foundation
Appropriations 8,000,000 9,000,000 9,000,000 +1,000,000 | oo
Inter-American Foundation ‘
Appropriations.... 16,600,000 16,932,000 16932,000 +322000 | o
Overseas Private Investment Corponbon

(Limitation on direct loans) (23,000,000) (17,000,000) (23,000,000) (+6000,000)
(Limitation on guaranteed loans) (175,000,000) (175,000,000) (129,000,000) (+14,000,000) (+14,000,000)
(Limitation)  (3,000,000) : (-3,000,000)

Total, Funds Appropriated to the President —..... 5,594,658,270 5,993,057,000 5,611,079,000 +16,420,730 -381,978,000

Peace Corps

“Appropriations 153,500,000 163,614,000 163,614,000 +10,114,000 | oo

261



Department of State

International narcotics control

Migration and refugee assistance.
United States Emergency Refugee and Migration
Assistance Fund

Anti-terrorism assistance

Total, Department of State

Total, title IT, Economic assistance - bilateral:
New budget (obligational) authority
(Limitation on direct loans)

(Limitation on guaranteed loans)
TITLE Il - MILITARY ASSISTANCE

FUNDS APPROPRIATED TO THE
PRESIDENT

Foreign Military Financing Program:

Grants and concessional joans
Military Assistance
Intemational Military Education and TTAINING werereesocosssomes

Subtotal, Military Assistance Programs........ce......

101,000,000

115,000,000 115,000,000 +14,000,000

461,950,000 370,000,000 370,000,000 91,950,000
50,000,000 10,000,000 50,000,000 ' +40,000,000

9,840,000 10,017,000 10,017,000 +177,000
622,790,000 505,017,000 545,017,000 TI773,000 +40,000,000
6370948270 6,661,688,000 6,319,710,000 51238270 341,978,000
(35,000,000) (20,500,000) (26 228,051) (-8771,549) (+5728051)
(350,000,000) (325,000,000) (360,115,020) (+10,115,020) (+35115,020)
4272,750,000 5,027,000,000 4,664,404,194 +391,654,194 362,595,806
467,000,000 40,432,000 39,000,000 -428,000,000 -1,432,000
47,400,000 54,500,000 . 47400000 7,100,000
477150000 | 5121932000 | 4750804154 36,345,806 31,127,806
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:COMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL) AUTHORITY FOR 1989 ANE BUDGET ESTIMATES AND
‘ AMOUNTS RECOMMENDEE: IN THE BILL FOR 1990-Continued

 Newbudget (cbligs- | Budpet estimatesof pew | Newbudget (obligs- | B - with new | Bill compared with bud-
Amndin '.'?Q'L';'Q.m sppro- (obhpuo%auhmq, mml)auhm;ybﬁmn- bud.p:l id:hﬂggm) ( t esumales of new g
to date ? ) ¥ 1%’0 "
(1) (2) (3) ) (5) (6) o
Guarantee Rerserve Fund 939,500,000 719,545,000 719,545,000 -219,955,000
Special Defense Acquisition Fund (limitation
on obligations) (236,865,000) (325,000,000) . (280,000,000) (+43,135,000) (-45,000,000)
Peacekeeping operations 31,689,000 33,377,000 33,377,000 +1,688,000
Total, title II, Military Assistance Programs:
New budget (obligational) authority — 5,758,339,000 5,874,854,000 5,503,726,194 -254,612 806 -371,127,806
(Limitation on obligations) (236,865,000) (325,000,000) (280,000,000) (+43,135,000) (-45,000,000)
TITLE IV - EXPORT ASSISTANCE
EXPORT-IMPORT BANK OF
THE UNITED STATES
Limitation of Program Activity: o
New budget (obligational) authority. 695,000,000 100,000,000 615,000,000 -80,000,000 | +515,000,000.
(War Chest) (110,000,000) (100,000,000) (110,000,000) v (+10,000,000) -
(I Match) (20000000) | (+20000,000) (+20,000,000)
(Limitation on direct loans)  (695,000,000) | covssresseesrssesssmsesssssressen (595,000,000) (-100,000,000) (+595,000,000)
(Limitation on guaranteed loans) (16,200,000,000) (10,384,000,000) (10,384,000,000) (+184,000,000)
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http:59.00.00

(Limitation on administrative expenses).......

Total, Export-Import Bank of the United States:
New budget (obligationat) authority
(Limitation on use of corporate funds)

FUNDS APPROPRIATED TO THE
PRESIDENT

Trade and Development Program

Trade and development

(20,390,000)

(22,782,000)

(22000,000)

Agency for International Dcvcldpment

Trade credit insurance program (limitation on program
vity)

Total, title IV, export assistance:
New budget (obligational) authori
(Limitation on direct loans)
(Limitation on guaranteed loans)
(Limitation on administrative CXDENSES) corereererrvrersnes
(Limitation on program activitv)

(+1,610,000) (-782,000)
695,000,000 100,000,000 615,000,000 -so;qqo,ooo +515,000,000
(11,025,390,000) (10,506,782,000) (11,111,000,000) ( +&5¢i_4000) . (+604218000)
25000000 | 25000000 30,000,000 +5,000,000 +5,000,000
(200,000,000) (200,000,000) (200,000,000)
720,000,000 125,000,000 645,000,000 -75,000,000 A+szo,ooo,000‘
(695,000,000) | ...... ose (595,000,000) (-100,000,000) (+595,000,000)
(10,310,000,000) (10,484,000,000) (10,494,000,000) (+184,000,000) (+10,000,000)
(20,390,000) (22,782,000) (22,000,000) (+1,610,000) (-782,000)
(200,000,000) (200,000,000) (200,000,000)
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COMPARATIVE STATEMENT OF NEW BUDGET (OBLIGATIONAL)

AUTHORITY FOR 1989 AND BUDGET ESTIMATES AND'

AMOUNTS RECOMMENDED IN THE BILL FOR 1990--Continued
. New budget (obliga- Budget estimates of new . New budget (obliga- Bill d with new Bill compared with bud-
Agreacy and item ",?&"Za'.‘l?; enlz:p: (obhpm-i\;l&nuxhonry. mun)nmhopxybrﬂ-iwm- tm:p:t W (ﬁuml::otuv .
1) ) 3) ) ) ()]
Grand total, all titles:
New budget (obligational) authority - 14,390,032,000 14,657,926,225 14,341,813,131 48,218 869 -316,113,094 *
(Limitation on obligarions) (236,865,000) (325,000,000) (230,000,000) (+43,135,000) (-45,000,000)
(Limitation on guaranteed loans).................... (10660000000) |  (10809,000,000) |  (10,854,115020) (+194,115,020) (+45,115,020)
(Limiation on direct loans) (730,000,000) (20,500,000) (621,228051) (-108,771,949) (+600,728,051)
- (Limitation on callable capital).........ooooo....._ (2.428,035,486) (2376,673,199) (134,809,613) (-2,293,225,873) (-2,241,863,586)
(Limitation on adminiswrative expenses)..................... (20,390,000) (22,782,000) (22,000,000) (+1,610,000) (-752,000)
(Limitation on program activity)..mweemmwse (200,000,000) (200,000,000) (200,000,000)

* Amount’ of reduction is $716,113,094, when Administration undffitia’]kreq;iest‘,fdr Ex-Tm

-Bank.is considered.




