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GENERAL NOTE 

This  i s  an excerpt from the Agency for International Develop- 

ment's Program Presentation to the Congress outl ining the President's 

foreign a id  request for f iscal year (FY) 1971. 

The terms "foreign assistance" or "economic assistance," as 

used in th is volume, usually refer only to  economic aid programs 

conducted under the Foreign Assistance Act and exclude other foreign 

assistance such as the Food for Peace Program under Publ ic Law 

480, the Peace Corps and the Mil i tary Assistance Program, as wel l  

as other economic programs such as those carried out by the Export- 

Import Bank. 

Figures for f iscal years prior to 1970 are actual commitments. 

F Y  1970 figures are estimates made at the time this volume went 

to press i n  March 1970. FY 1971 figures are i l lustrative proposed 

programs based on the FY 1971 appropriation request and antici- 

pated receipts and recoveries. 

Countries i n  Lat in  America where AID proposes programs for 

FY 1971 are shaded on the cover map. 



U.S. FOREIGN AID AND THE ALLIANCE FOR PROGRESS 

I n  h ~ s  October 31, 1969 speech before  the  Inter-American Press 
Associat ion,  President Nixon rea f f i rmed  our  "special  r e l a t i o n s h i p "  
w i t h  L a t i n  America, and def ined the p r i n c i p l e s  o f  a new U.S. 
p o l i c y  o f  ac t i on  i n  t h e  Americas. These p r i n c i p l e s  are: 

--a f i r m  comnitment t o  the Inter-American system; 

- - the  growth o f  a mature par tnersh ip  based on mutual respect  
and r e s p o n s i b i l i t y  among t h e  community o f  independent 
American nat ions ; 

--a f i r m  commitment t o  cont inued U.S. assistance t o  hemi- 
sphere development; 

--a conv ic t i on  t h a t  assistance i s  most e f f e c t i v e l y  provided 
w i t h i n  a mu1 ti l a t e r a l  framework i n  support o f  L a t i n  
American i n i t i a t i v e s ;  

--a ded icat ion t o  improving the qua1 i t y  o f  1 i f e  o f  a1 1 
peoples i n  the Americas. 

The economic assistance program proposed f o r  FY 1971 i s  based on 
these p r i n c i p l e s .  It has drawn h e a v i l y  on the recomnendations 
o f  the Congress, made i n  such valuable s tud ies  as t h a t  prepared 
by the Subcomnittee on Inter-American A f f a i r s  o f  t he  House 
Foreign A f f a i r s  Comnittee, and conforms t o  the  l e v e l  author ized 
by the Congress. I t has been developed on t h e  bas is  o f  i n tens ive  
consul t a t i o n s  w i t h  the  L a t i n  Americans and embodies s i g n i f i c a n t  
departures both  i n  f i e l d s  o f  emphasis and i n  the manner o r  
" s t y l e "  i n  which we make assistance ava i l ab le .  

The program r e a f f i r m s  a U.S. comni tment t o  hemisphere developmentt 
Development i s  the c e n t r a l  concern o f  L a t i n  America. For t h i s  
reason, development assistance must cont inue t o  be a pr imary 
focus of U.S. p o l i c y  i n  t h i s  hemisphere. Present cond i t i ons  c l e a r l y  
i n d i c a t e  the need f o r  f u r t h e r  comprehensive development e f f o r t .  
There are now more than 250 m i l l i o n  L a t i n  Americans. Average 
annual per c a p i t a  income i n  t h e  hemisphere i s  $440. Over 50% o f  
the  popula t ion i s  under 20 years o f  age. Less than 60% o f  the  
pr imary school age popula t ion i s  i n  school and o n l y  about 15% o f  
the persons of secondary school o r  u n i v e r s i t y  age are  en ro l l ed .  
Over 25% o f  the 1 abor fo rce  i s  unemployed o r  underemployed. 

The massive m ig ra t i on  o f  r u r a l  people t o  t h e  c i t i e s  threatens t o  
double t h e  popula t ion of a1 ready crowded c i t i e s  i n  l e s s  than a 
generation. Housing i s  g l a r i n g l y  inadequate f o r  the  l a r g e  
numbers o f  u n s k i l l e d  r u r a l  people m ig ra t i ng  t o  t h e  c i t i e s .  Food 
product ion increased du r ing  recent years b u t  on ly  a t  a r a t e  



matched by the population growth. Even i f  a drastic decline in 
birth rates were possible, an estimated 30 million jobs, an in- 
crease of almost one-half from the present level, would be needed 
by 1980 to employ the available labor force. 

These and countless other symptoms of underdevelopment are becom- 
ing increasingly intolerable to Latin Americans who are becoming 
more and more insistent about jobs, expanded food supplies a t  
reasonable costs, and improved schools, housing, and' health 
facil i t i e s .  These require higher growth rates. With development 
as the central concern of the governments in the hemisphere, i t  
would be unwise for the United States to weaken i t s  resolve to 
ass is t ,  or to decrease our efforts.  Indeed, as experience over 
the past decade has indicated, the abil i ty and wi 11 ingness of the 
United States to be helpful and to search continuously for more 
effective ways of assisting Latin America to help i t se l f  will have 
a marked influence on the future of the whole hemisphere. 

While the people and governments of Latin America are impatient 
with the slow rate of development, they have come increasingly to 
recognize that primary responsibility for accelerating and guid- 
ing change must be theirs. They are becoming aware that develop- 
m e n t  cannot be realized without major, and dif f icul t ,  Latin 
American reforms. These must include reforms in archaic educa- 
tion systems which, despite considerable improvement, ace s t i l l  
largely unsuited to the needs of modern societies; reforms in the 
rural areas to permit broader sharing in productive opportunities 
by the small farmer, while dramatically increasing productivity 
for domestic and foreign markets; a broad variety of reforms to 
enable private enterprise to develop internal markets and to in- 
crease exports to earn badly needed foreign exchange. 

Appraisals of devel opment efforts in the hemi sphere i'ndicate that 
Latin American governments are continuing to accept thei r devel op- 
m e n t  responsibilities. In 1968, domestic savings of Latin America 
covered 90% of total new investment. 

The recurrent financial cri ses whi ch were previously so prevalent 
are now often averted by sounder government policies. Thus, 
despite rising pressures for increased pub1 i c expenditure, govern- 
ments are increasingly turning to disciplined and non-inflation- 
ary budgetary solutions. Exchange rates are being adjusted more 
real i st ical  ly. There i s  considerable and qrowinq evidence that  
Latin ruler1 ca i s  demonstrating the institutional and pol icy compe- 
tence requi red for signi f i cant devel opment act1 vi ty wi t h  i ncreasi ng 
confidence and effectiveness. 

Energetic stabilization measures, for instance, are having con- 
siderable impact in Brazil and Colombia, where inflation rates 
have declined from 89% and 17% respectively, a few years ago to 
24% and 9% in 1969. In Central America, the Common Market has 
continued to operate successful ly despite the recent El Salvador/' 
Honduras conflict. The economies are recovering from the result- 



i n g  d i s l o c a t i o n  and the  governments a re  now even more committed 
t o  t he  n e c e s s i t y  o f  i n t e g r a t i o n .  Most L a t i n  American c o u n t r i e s  
a re  p lann ing  and pu rsu ing  programs t o  modernize t he  r u r a l  sec to r ,  
which comprises ove r  one -ha l f  o f  t he  t o t a l  popu la t i on  o f  t h e  area. 
P r i c e  c o n t r o l s  on a g r i c u l t u r a l  produce, i n s t i t u t e d  t o  b e n e f i t  t he  
urban consumer, a re  be ing  rep1 aced by r e a l  i s t i  c  p r i  c i  ng po l  i c i  es 
which w i l l  a i d  t he  r u r a l  producer and s t i m u l a t e  a g r i c u l t u r a l  
expbr ts .  Indus tri a1 i n f r a s t r u c t u r e  has expanded a t  a  r a p i d  r a t e  
i n  recen t  years ,  w i t h  power, t r a n s p o r t a t i o n ,  and c r e d i t  f a c i l i -  
t i e s  be ing  opened i n  many new areas o f  L a t i n  America. 

I n  summary, L a t i n  American a t t e n t i o n  t o  development has been 
i n t e n s i f i e d ,  and L a t i n  p o l i c i e s  and programs are  now much more 
e f f e c t i v e  i n  ach iev ing  c r i t i c a l  reforms.  The Un i t ed  Sta tes  can 
take  cons iderab le  p r i d e  i n  i t s  c o n t r i b u t i o n  t o  these very  im- 
p o r t a n t  changes i n  t he  Hemi sphere. 

Whi le L a t i n  American c o u n t r i e s  r e t a i n  p r imary  r e s p o n s i b i l i t y ,  
f o re ign  ass is tance i s  t he  c r i t i c a l  margin necessary t o  enable 
L a t i n  e f f o r t s  t o  be f u l l y  p roduc t i ve .  For example, t he  compre- 
hensive programs of educat iona l  r e fo rm  i n  Ch i l e  and Colombia, 
d i r e c t e d  a t  p r o v i d i n g  f r ee  e lementary and secondary educat ion  f o r  
those t o  whom educat iona l  o p p o r t u n i t y  has never be fore  been 
a v a i l a b l e ,  has been g r e a t l y  a s s i s t e d  by U.S. loans and t e c h n i c a l  
assistance.  The Un i ted  S ta tes  has p a r t i c i p a t e d  w i t h  bo th  
c o u n t r i e s  i n  t h e i r  comprehensive programs o f  school c o n s t r u c t i o n  
and fac i  1  i t i e s  maintenance, teacher  t r a i n i n g ,  budget p lann ing ,  
c u r r i c u l a  desiqn, and tex tbook  r e v i s i o n  and d i s t r i b u t i o n .  

As governments g i v e  more sys temat ic  a t t e n t i o n  t o  t he  modern iza t ion  
o f  a g r i c u l  t u r e ,  inc reased U. S. ass is tance becomes more e s s e n t i  a1 . 
Wi th  increased L a t i n  American i n s t i t u t i o n a l  and po l  i c y  management 
p r o f i c i e n c y ,  U  .S. techno1 ogy, marke t ing  and process ing  techniques,  
and t r a i n i n g  and o r g a n i z i n g  methods w i l l  serve as t h e  c r i t i c a l  
c a t a l y s t .  Cutbacks i n  U.S. ass is tance would s e r i o u s l y  r e t a r d  
t h i s  progress.  

The program represents  t he  express ion  o f  a  new pa r tne rsh ip .  
P res iden t  Nixon s t a t e d  i n  h i s  October 31 speech: 

"What I hope we can achieve, t he re fo re ,  i s  a  more mature 
p a r t n e r s h i p  i n  which a l l  vo ices  a re  heard and none i s  
predominant--a p a r t n e r s h i p  guided by a  hea l t hy  awareness 
t h a t  g ive-and-take i s  b e t t e r  than t a k e - i  t - o r - l e a v e - i  t." 

The Un i t ed  S ta tes  has engaged i n  an i n c r e a s i n g l y  a c t i v e  d ia logue 
w i t h  L a t i n  America and has learned a  g r e a t  dea l .  Fo l l ow ing  
Governor R o c k e f e l l e r ' s  d iscuss ions  w i t h  L a t i n  American leaders ,  
severa l  p o l i c i e s  were adopted t o  remove some o f  t he  abras ive  
elements o f  o u r  ass is tance programs and t r ade  r e l a t i o n s h i p s .  For 
example, t he  requirement known as " a d d i t i o n a l  i ty , "  under which 
U.S. goods f inanced by A. I .D. had t o  be " a d d i t i o n a l "  t o  a  g iven 
l e v e l  o f  count ry  commercial impor ts  f rom the  Un i t ed  Sta tes ,  was 



dropped. We agreed t o  press v i g o r o u s l y  f o r  a  system o f  t r a d e  pre-  
ferences f rom a1 1  t he  developed coun t r i es  f o r  a1 1  t h e  underdeve- 
loped n a t i o n s .  Also, we have s t r o n g l y  encouraged the  L a t i n  Ameri- 
cans t o  exp lo re  c a r e f u l l y  w i t h  i n t e r n a t i o n a l  i n s t i t u t i o n s  t he  im- 
p l i c a t i o n s  o f  t h e i r  p resent  and f u t u r e  e x t e r n a l  debt  burdens, w i t h  
a  view t o  avo id ing  f u t u r e  s i t u a t i o n s  i n  which e x t e r n a l  indebted-  
ness i m p e r i l s  t h e i r  development. 

I n  t he  In te r -Amer ican Economic and Soc ia l  Counci l  Meetings i n  
~!ovember 1969, and aga in  i n  January 1970, t he  imp1 i c a t i o n s  of a  
more mature p a r t n e r s h i p  were d iscussed w i t h  t he  o t h e r  hemisphere 
n a t i o n s .  We agreed t o  e l i m i n a t e  another  p r i n c i p a l  obs tac le  i n  
o u r  economic ass is tance r e l a t i o n s h i p  -- the  requirement t h a t  a l l  
goods and se rv i ces  f i nanced  under U.S. ass is tance programs be pur -  
chased i n  t h e  b n i t e d  Sta tes .  Recogniz ing t h a t  t h i s  o f t e n  f o r ced  
L a t i n  American governments t o  spend t h e i r  scarce resources i n  un- 
economical ways, we agreed t h a t  A. I. D. - f inanced goods and s e r v i  ces 
cou ld  be procured f rom o t h e r  L a t i n  American c o u n t r i e s  (except  
Cuba), as we1 1  as t h e  Un i t ed  States,  thus  a l s o  g i v i n g  a  needed 
boost  t o  t he  expansion o f  L a t i n  American markets. 

A t  Vina de l  Mar, hemisphere l eade rs  agreed on c e r t a i n  j o i n t  
measures r e q u i r e d  t o  a c c e l e r a t e  L a t i n  American development. 
Some o f  these measures a r e  d i f f i c u l t  f o r  bo th  L a t i n  na t i ons  
and t h e  Un i t ed  Sta tes .  Bu t  many a r e  r e a l i s t i c ,  and p r o v i d e  
sound bases f o r  f u t u r e  coopera t ion .  

The program i n c r e a s i n g l y  suppor ts  m u l t i l a t e r a l  i n s t i t u t i o n s  w i t h i n  
t he  In te r -Amer ican system. Since development w i t h i n  t he  hemi sphere 
i s  p r i m a r i l y  t he  r e s p o n s i b i l  i t y  o f  L a t i n  Americans themselves, w i t h  
c r i t i c a l  o u t s i d e  ass is tance,  p r i o r i t i e s  and programs shou ld  be 
planned and implemented i n  a  m u l t i l a t e r a l  framework w i t h i n  t he  
I n  ter-Amer i  can sys tem. 

D iscuss ions  are now be ing  h e l d  between the  L a t i n  Americans, t he  
Un i t ed  Sta tes  and va r i ous  mu1 t i l a t e r a l  donors -- the  World Bank, 
t he  In te r -Amer ican Development Bank, t he  I n t e r n a t i o n a l  Monetary 
Fund, t he  Un i t ed  Nat ions  Development Program -- t o  determine how 
the  va r i ous  programs can bes t  complement one another.  For example, 
t h e  World Bank and In te r -Amer i  can Development Bank p r e s e n t l y  p ro-  
v i d e  l a r g e - s c a l e  ass is tance i n  i n f r a s t r u c t u r e  development, w h i l e  
t h e  U. S. b i l a t e r a l  program concent ra tes  more h e a v i l y  on t he  
problems o f  a g r i c u l  t u r e  and educat ion ,  and growth p o l i c i e s  through 
f i n a n c i a l  and monetary s t a b i l i z a t i o n .  Whi le cons iderab le  consu l -  
t a t i o n  and c o o r d i n a t i o n  regu l  a r l y  occurs among the  lenders ,  we 
and our  L a t i n  American pa r tne rs  are e x p l o r i n g  a  v a r i e t y  o f  mecha- 
nisms f o r  s t reng then ing  t h i s  process, p a r t i c u l a r l y  through 
assu r i ng  an en la rged CIAP ( In te r -Amer i  can Committee en t h e  
A1 1  i ance  f o r  Progress)  i n f l u e n c e  and r o l e .  

Both t h e  Un i t ed  Sta tes  and L a t i n  America recogn ize  t h e  necess i t v  
f o r  r i g o r o u s  s e l f - h e l p  measures i f  investments a r e  t o  be 
e f f e c t i v e .  To s t rengthen t h e  s t a f f  o f  CIAP f o r  a  more a c t i v e  r o l e  



i n  p l ann ing  and e v a l u a t i n g  s e l f - h e l p  measures, P res iden t  Nixon 
pledged $3 m i l l i o n  i n  U.S. suppor t  a t  t h e  IA-ECOSOC meeting. 
A. I. D. expects t o  p rov ide  $1 mi 11 i o n  f o r  t h i s  purpose i n  FY 1970, 
w i t h  t h e  remainder t o  be r e q u i r e d  i n  FY 1972. 

I n  a d d i t i o n ,  t o  s t rengthen t h e  m u l t i l a t e r a l  ass i s tance  mechanism 
and t o  respond t o  j o i n t  p r i o r i t i e s ,  P res iden t  Nixon o f f e r e d  up t o  
$5 m i l l i o n  t o  CIAP t o  conduct  coun t r y  and r e g i o n a l  s tud ies  o f  
p o l i c y  and i n s t i t u t i o n a l  re fo rms requ i red  t o  s t rengthen L a t i n  
American c a p i t a l  markets. $2.0 m i l  1 i o n  i s  expected t o  be o b l i g a t e d  
i n  FY 1970 and t h e  remainder i n  e a r l y  FY 1972. 

I n  o r d e r  t o  f u r t h e r  s t rengthen t h e  m u l t i l a t e r a l  framework f o r  
ass is tance,  P res iden t  Nixon a1 so i n s t r u c t e d  t he  U.S. De legat ion  t o  
announce a U.S. o f f e r  o f  $15 m i l  1 i o n  t o  t h e  CIAP and the  IDB f o r  
f i n a n c i n g  t h e  p repa ra t i on  of 1 oan p r o j e c t  proposals t o  e x t e r n a l  
lenders .  Th i s  fund, which w i l l  be admin is te red  by  t h e  IDB i n  
accordance w i t h  CIAP p r i o r i t i e s ,  should be s i g n i f i c a n t  i n  assu r i ng  
a f u t u r e  f l o w  o f  h i g h  p r i o r i t y  p r o j e c t  proposals f rom L a t i n  America 
t o  i n t e r n a t i o n a l ,  governmental and p r i v a t e  l e n d i n g  i n s t i t u t i o n s .  
$5 m i l l i o n  of t h i s  amount i s  expected t o  be o b l i g a t e d  i n  FY 1970. 
Depending upon t h e  requirements o f  t h i s  Fund, up t o  $10 m i l l i o n  i s  
proposed i n  FY 1971 f o r  t r a n s f e r  f rom A l l i a n c e  Loan funds. 

Since t h e  format ion i n  1961 o f  t h e  Cent ra l  .American Common Market  
and t h e  L a t i n  American Free Trade Assoc ia t i on  (LAFTA), t h e  L a t i n  
Ameri cans have recogn ized t h e  necessi  t y  f o r  economic i n t e g r a t i o n .  
I n  h i s  October 31 speech, P res iden t  Nixon r e a f f i r m e d  U.S. suppor t  
f o r  such i n t e g r a t i o n ,  and t h e  FY 1971 program r e f l e c t s  t h a t  concern. 
A l oan  o f  $6 mi 11 i o n  i s  expected t o  be made i n  FY 1970 t o  t h e  new- 
l y  formed Caribbean Development Bank. I n  FY 1971 we propose a 
s i m i l a r  l o a n  t o  t h e  Andean Development Bank, an i n s t i t u t i o n  of t h e  
Andean sub-group o f  LAFTA ( ~ o l  i v i a ,  Ch i le ,  Colombia, Ecuador, and 
Peru). 
Desp i te  t h e  temporary d i s l o c a t i o n s  caused by  t h e  E l  Salvador/  
Honduras c o n f l i c t ,  t h e  Cent ra l  American Common Market  i s  con t i nu -  
i n g  e f f o r t s  t o  s e t  up a reg iona l  fund t o  s t a b i l i z e  t h e  cu r renc ies  
o f  t h e  member coun t r i es .  A. I. D. proposes t o  make ava i  1 ab le  $1 0 
m i l l i o n  t o  t h a t  f und  i n  FY 1971. A.I.D. w i l l  a l s o  con t i nue  t o  
p rov ide  t e c h n i c a l  ass is tance t o  Cent ra l  American r e g i o n a l  i n s t i  t u -  
t i o n s .  

I n  a d d i t i o n ,  A. I.D. proposes t o  cont inue t o  suppor t  t h e  m u l t i l a t -  
e r a l  l y  f i nanced  development programs o f  t h e  OAS. I nc luded  i n  t h e  
FY 1971 program i s  $4:5 m i l j i o n  f o r  t h e  Spec ia l  Development A s s i s t -  
ance Fund o f  t h e  OAS, up t o  $1 m i l  1 i o n  f o r  t h e  In te r -Amer ican Ex- 
p o r t  Promot ion Center i n  Bogota, and $7.5 mi 11 i o n  f o r  t h e  OAS 
Specia l  Mu1 ti 1 a t e r a l  Fund f o r  educat ion,  sc ience and technology.  

The program r e f l e c t s  inc reased a t t e n t i o n  i n  areas o f  s p e c i a l  p r i o r -  
i t y  f o r  L a t i n  America. The FY 1971 request  p rov ides  $337.5 m i l l i o n  
i n  new o b l i q a t i o n a l  a u t h o r i t y  f o r  A l l i a n c e  loans  and $90.75 m i l l i o n  
f o r  ~ l l  iance  Technical  ~ s s i s t a n c e .  When added t o  a n t i c i p a t e d  r e -  



payments and deobl igat ions,  t h i s  w i l l  f inance a loan pro  ram o f  
$449.1 m i l l i o n  ( i n c l u d i n g  $12.9 m i l l i o n  f o r  populat ion,  $9.5 m i l l t o n  
f o r  the  A. I. D. i n t e r r e q i o n a l  programs and $8.5 m i  11 i o n  u n d i s t r i b u t e d  
f o r  popula t ion programs). Th is  l oan  l e v e l  excludes a t r a n s f e r  o f  
$9 m i  11 i o n  t o  the  Inter-Ameri  can Soc ia l  Development Ins  t i  t u t e  
es tab l ished by amendment t o  the  Foreign Assistance Act o f  1969. 
The techn ica l  ass is tance program t o t a l s  $96.1, ( i n c l u d i n g  
t r a n s f e r s  t o  the i n t e r r e g i o n a l  program o f  $1 5.2 mi 11 ion ) .  Added 
t o  t h i s  i s  a request f o r  $1.78 m i l l i o n  i n  Support ing Assistance 
t o  cont inue a modest program i n  H a i t i .  

"The p r i n c i p a l  f u tu re  p a t t e r n  o f  t h i s  assistance," the  Pres ident  de- 
c l a r e d  i n  October, "must be U.S. support  f o r  L a t i n  American i n -  
i t i a t i v e s .  . . ." Those i n i t i a t i v e s  have been ' for thcoming -- i v  the 
Consensus of Vina de l  Mar, i n  t h e  IA-ECOSOC meetings o f  .November 
and January, and i n  b i l a t e r a l  d iscussions a t  every l eve l ,  L a t i n  
Ameri can 1 eaders have repeatedly rea f f i rmed  the p r i o r i t y  o f  deve- 
l o p i n g  a g r i c u l t u r e  and the  r u r a l  areas o f  t h e i r  count r ies ,  as w e l l  
as o f  expanding and modernizing the  educat ional  system. Thus, the  
FY 1971 program cont inues t o  be concentrated i n  those areas. 

Of t he  t o t a l  proposed loan  program o f  $427.2 m i l  1 i o n  (exc lud ing 
$39.9 m i l  1 i o n  f o r  popu la t i on  a c t i v i t i e s  and t r a n s f e r s  t o  t h e  i n t e r -  
reg iona l  program and the  Inter-American Soc ia l  Development 
I n s t i t u t e ) ,  $127 m i l l  i o n  i s  f o r  a g r i c u l t u r a l  loans i n  11 count r ies ,  
and $64 m i l l i o n  i s  f o r  loans f o r  educat ional  modernizat ion i n  
8 count r ies .  

I n  add i t i on ,  we wi 11 cont inue program lend ing  t o  Braz i  1 and Colom- 
b i a  t o  support  t h e i r  development and s t a b i l i z a t i o n  programs. The 
development momentum which has been b u i l t  up i n  these two count r ies  
i n  the l a s t  several  years, supported by subs tan t ia l  U.S. a s s i s t -  
ance, represents a s t r i k i n g  success. The evidence from recent  
growth experience ind ica tes  t h a t  they have embarked upon increas-  
i n g l y  secure long term growth t rends. With the improved c o n t r o l  
o f  i n f l a t i o n a r y  pressures, coupled w i t h  advancing i n s t i t u t i o n a l  re- 
forms, especi a l  l y  i n  a g r i c u l t u r e  and education, the re  i s  promi se 
t h a t  these count r ies  are en te r ing  a more advanced and acce lera t -  
i n g  ~ h s e  o f  t h e i r  development. $75 m i l  l i o n  --$50 m i l l i o n  f o r  
Braz i  1 and $25 mi 11 i o n  f o r  Colombia -- i s  proposed i n  FY 1971 t o  
cont inue program assistance, bu t  w i t h  a s t ronger  emphasis than i n  
the  past  on s t i m u l a t i n g  the  expansion and d i v e r s i f i c a t i o n  o f  expot ts .  

While subs tan t ia l  reforms have been achieved i n  a g r i c u l t u r e ,  edu- 
c a t i o n  and general economic s t a b i l i z a t i o n  and growth programs, 
there i s  a growing r e a l i z a t i o n  t h a t  unchecked popula t ion growth 
threatens t o  e l i m i n a t e  gains as r a p i d l y  as they are made. This 
problem i s  an extremely s e n s i t i v e  r e l i g l o u s  and na t iona l  issue i n  
L a t i n  America. The e f f e c t s  o f  h igh popula t ion growth ra tes  are  
o f t e n  n o t  v i s i b l y  apparent s ince many areas o f  the con t inen t -a re  
underpopulated. However, as L a t i n  Americans have attempted t o  
f inance employment, schools, housing and heal t h  f a c i l  i t i e s  
which are  requ i red  f o r  meaningful change, they are now f u l l y  app- 
r e c i a t i n g  the sober imp1 i c a t i o n s  o f  popula t ion growth which i s  
outpacing t h e  growth of c a p i t a l  resources. 



The U. S. provides assistance, where requested, in supporting vol- 
untary family planning programs, consistent with a fu l l  respect 
f o r  the values and independence of the Latin American nations. 
An expanded program of $12.9 mi 11 ion for  population/fami ly pl anniqg 
programs i s  proposed for  FY 1971 , and A. I .  D. i s  working with in- 
terested Latin American agencies to  develop additional programs td  
be implemented in the future. 

The FY 1971 program also reflects  other s ignif icant  new departures 
developed in extensive discussions with the Latin American nations. 
A1 though these program emphases were devised recently, progress i s  
a1 ready being made in reorienting individual country programs and 
in developing new act iv i t ies .  

Export Promotion 

The requirement i s  clear:  to meet development needs, higher rates 
of growth are essential .  To achieve these higher rates of growth, 
higher levels of imports will be necessary; the i r  financing over 
the long run requires greatly expanded exports. 

Thus, Latin American leaders have emphasized export expansion as 
an area of foremost concern, and the United States has indicated 
in various inter-American forums that  we would pursue with each 
country, proposals for  expanded or new technical assistance to  
the i r  export promotion programs. We have also indicated a strong 
wil lingness to join with other Latin American countries in an eval- 
uation of mu1 t i 1  ateral export promotion ac t iv i t i e s  and to  expand 
U.S. support to  the Inter-American Export Promotion Center, i f  the 
evaluation indicates th is  to be appropriate. A1 so, President Nixon 
has asked that  the Export-Import Bank make technical advisory ser-  
vices available to  Latin American export financing agencies, 
where requested, and that  A. I .D .  give part icular  emphasis to  loans 
to  support trade expansion. Approximately $15 mil 1 ion of the FY 
1971 program i s  proposed f a r  th is  purpose. 

Our program and agriculture loans are also being reviewed to maxi- 
mize the export potential of the programs being financed. Ongoing 
ac t iv i t ies  already developed and presented as part of the FY 1971 
program, as well as new lending ac t iv i t i e s  now being evaluated for  
possible financing in FY 1971, are l i s t ed  below. A.I.D. also pro- 
poses to finance a number of new technical assistance export pro- 
motion projects in FY 1971, pending careful evaluation of proposals 
which Latin American countries have indicated they wi 11 submit in 
response to President Nixon's invitat ion.  



A c t i v i t i e s  A1 ready I nc luded  W i t h i n  t h e  Request ($Mi 11 i o n s )  

Honduras - Expor t  Promotion (Pulp and Paper) 
Loan 

Ecuador - A g r i c u l t u r a l  Expor ts /D i  v e r s i  f i c a t i o n  
Loan 

Uruguay - Expo r t  Promotion through P r i v a t e  
Deve 1  opmen t Bank Loan 

Domini can Republ ic  - A g r i c u l t u r a l  Expor ts  Loan 
Loan t o  t he  Andean Development Co rpo ra t i on  
Cof fee Di v e r s i  f i c a t i o n  Fund Loan 
B r a z i l  - Technical  Assistance i n  Expor t  

Promoti on 
Ecuador - Technical  Ass is tance i n  A g r i c u l t u r a l  

D i v e r s i f i c a t i o n  

A d d i t i o n a l  A c t i v i t i e s  under Study 

Panama - Expor t  Expansion Loan 1.5 
Peru - Andean Group F e a s i b i l i t y  S tud ies  Loan 1  .O 
Guatemala - Techn ica l  Assistance i n  Expor t  

Promot i on .4  
ROCAP - Techn ica l  Ass is tance f o r  Promotion 

o f  Cent ra l  American Expor ts  .6 
C h i l e  - Technical  Ass is tance i n  Expor t  

Promotion .1 
Technical  Ass i s  tance t o  Andean Group .5 
Mu1 t i  l a t e r a l  Techn ica l  Ass is tance 1  .O 

Capi t a l  Markets 

Many coun t r i es  have i n d i c a t e d  t h a t  they  g i v e  very  h i g h  p r i o r i t y  
t o  s t reng then ing  t h e i  r cap i  t a l  markets. More e f f i c i e n t  and 
e f f e c t i v e  mobi 1  i z a t i o n  o f  p r i v a t e  savings i s  e s s e n t i a l  t o  t h e i r  
acce le ra ted  growth. Thus, i n  a d d i t i o n  t o  up t o  $5 mi 11 i o n  t o  be 
made a v a i l a b l e  t o  CIAP t o  f i nance  count ry  and r e g i o n a l  c a p i t a l  
market  s tud ies ,  P res iden t  Nixon announced i n  h i s  message t o  t he  
January IA-ECOSOC meet in  t h a t  t h e  Un i t ed  S ta tes  would make 
ava i  l a b l e  approx imate ly  i 3 0  mi 11 i o n  i n  FY 1971 which i s  designed 
t o  s t reng then  s e c u r i t i e s  exchanges and s i m i l a r  c a p i t a l  market  
i n s t i t u t i o n s .  I n  a d d i t i o n ,  he i n d i c a t e d  t h a t  t he  Un i t ed  
Sta tes  i s  w i  11 i n g  t o  expand i t s  t e c h n i c a l  ass is tance and t r a i n i n g  
a c t i v i t i e s  t o  L a t i n  America. A. I .D. i s  c u r r e n t l y  e v a l u a t i n g  a  
number o f  p r o j e c t  proposal  s  r e c e n t l y  r e c e i  ved f o r  cap i  t a l  market  
development i n  : 

Loans : ($Mi 11 i o n s )  

B raz i  1  - C a p i t a l  Market Development 7.5 
ROCAP - P r i v a t e  Finance (5  c o u n t r i e s )  10.0 
C h i l e  - Cap i t a l  Markets Loan 5.0 
Ecuador - Cap i t a l  Markets Loan 5.0 
Panama - C r e d i t  Unions Loan 1  .O 
Guatemala - Cap i t a l  Markets Development .5 



Techn ica l  Assistance : ($Mi 1  1  i ons  ) 

C h i l e  - Stock Market  Development .05 
B raz i  1  - Capi t a l  Market  Devel opment .1 
Panama - Investment  Clubs .05 
Guatemala - Cap i t a l  Market  Development .02 
Ecuador - Cap i t a l  Mobi 1  i z a t i o n  . 3  

Tour ism Promot ion 

C lose l y  .re1 a ted  t o  t he  expansion o f  expo r t s ,  t h e  development o f  
t ou r i sm  i s  be ing  promoted as an impo r tan t  p o t e n t i a l  source o f  
f o r e i g n  exchange. I n  h i s  message t o  t h e  IA-ECOSOC Conference, 
t h e  P res iden t  announced t h a t  approx imate ly  $20 mi 11 i o n  would be 
made a v a i l a b l e  f rom t h e  FY 1971 program f o r  t h i s  purpose. Some 
$16 m i l l i o n  i n  loans f o r  t h i s  purpose i s  l i k e l y  t o  be made i n  FY 
1970. 

The f o l l o w i n g  a c t i v i t i e s  a re  a l r eady  i nc l uded  i n  t h e  FY 1971 
budget o r  p r e s e n t l y  under d i scuss ion  w i t h  t h e  L a t i n  Americans. 

($Mi 11 i o n s )  

ROCAP - Cent ra l  American Tourism Promot ion 10.0 
Dominican Republ i c -Tou r i sm  I n f r a s t r u c t u r e  5.0 

The f o l l o w i n g  a d d i t i o n a l  a c t i v i t i e s  a re  now under cons ide ra t i on :  

Guatemala - Na t i ona l  Parks Development - Loan 2.0 
Colombia - Tourism I n f r a s t r u c t u r e  - Loan '4 .0  
Ecuador - Tourism Feas ib i  1  i t y  S tud ies  - Loan 1.5 
Brazil - Airport Improvement - Loan 50.0 
Honduras - Shor t - te rm Adv isory  Serv ices  - Grant  .03 
Guatemala - T r a i n i n g  i n  T o u r i s t  Serv ices  - Grant  .4  
ROCAP - Pan American Highway Improvement .03 

Surveys - Grant  

S c i e n t i f i c  and Techno1 o g i  c a l  Exchange 

P res iden t  Nixon has a l s o  d i r e c t e d  A.I.D. t o  broaden i t s  a c t i v i -  
t i e s  i n  sc ience and technology i n  response t o  L a t i n  American 
p r i o r i t i e s  i n  t h i s  area. Th is  i nc l udes  b a s i c  s c i e n t i f i c  
research,  a g r i c u l t u r a l  sc iences ,  n a t u r a l  resources i n v e n t o r i e s ,  
educa t i ona l  technology.  A. I. D. has been a c t i v e  i n  most o f  these 
f i e l d s  f o r  some t ime,  and i s  a l r eady  implement ing s m a l l e r  programs 
t o t a l l i n g  $40 m i l l i o n  i n  B r a z i l .  

Cons is ten t  w i t h  t h e  P r e s i d e n t ' s  announcement t o  t h e  IA-ECOSOC 
Meeting, A. I .D. proposes t o  expand i t s  t e c h n i c a l  ass is tance  f o r  
s c i e n t i f i c  and t e c h n o l o g i c a l  t r a n s f e r  i n  FY 1971, t o  t h e  e x t e n t  
t h a t  i n n o v a t i v e  and s i g n i f i c a n t  p r o j e c t  and program proposal  s  
a re  rece i ved .  



Some of the new proposals now under discussion and study, t o  meet 
the President 's  pledge of $20 million are l i s t e d  below: 

El Salvador - Agricultural Sciences 
Peru - Higher Education and Agricultural Sciences 
Brazi 1 - Postgraduate Science Education 
Chi 1 e - Laboratory Equi pment 
Colombia - Education and Agricultural Technol ogy 
Guatemal a - Agricultural Technol ogy 
Costa Ri ca - Agricultural Technol ogy 
0;A.S. Education and Science Program 
Brazi 1 - Technical Assistance t o  Permambuco 

State  Technical I n s t i t u t e  
Brazi 1 - Technical Assistance in Agricultural 

Research 
Nicaragua - Technical Assistance i n  Agricultural 

Research 
Colombia - Technical Assistance in Agricultural 

Research 
Guatemala - Technical Assistance in Agricultural 

Research 
Colombia - Urban Development Research 
Chile - Establishment of National Science 

Commission and Technical Assistance 
in Envi ronmental Science 

Nicaragua - Technical Assistance in Agricultural 
Research 

Mu1 t inat ional  - Marine Research 

CONTRIBUTIONS TO INTER-AMERICAN ORGANIZATIONS 

Presiaent Nixon has given increased emphasis t o  "an e f fec t ive  mu1 - 
t i  l a t e r a l  framework for  b i la te ra l  assistance' ,  "and proposed in- 
Zreases in support of mult i la teral  a c t i v i t i e s '  in  FY 1970 and 1971. 
Thus, $10 million,requested in FY 1971,is proposed f o r  support of 
new mult i la teral  i n i t i a t i v e s  announced by the President during the 
recent Eighth Speci a1 Meeting of the I nter-American Economic and 
Social Council a t  Caracas. The United S ta tes  will  a l so  continue 
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suppo r t i ng  e x i s t i n g  m u l t i l a t e r a l  programs a t  r ough l y  t h e  same l e v -  
e l s  as i n  pas t  years.  These i n c l u d e  g ran ts  o f  $4.5 m i l l i o n  f o r  
t h e  Specia l  Development Ass is tance Fund, $7.5 m i l l  i o n  f o r  t h e  
Spec ia l  Mu1 t i l a t e r a l  Fund and up t o  $1.0 m i l  1 i o n  f o r  t h e  I n t e r -  
American Expor t  Promotion Center. 

Proposed U.S. suppor t  i n  FY 1971 t o  c o n t i n u i n g  In te r -Amer ican Pro-  
grams i s  as f o l l ows :  

The Spec ia l  Mu1 t i  l a t e r a l  Fund (SMF) - Regional Educat ional  , 
S c i e n t i f i c  and Techno log ica l  Programs. A t  a Summit meet ing i n  
1967, t h e  Pres idents  o f  t h e  Americas agreed t o  develop mu1 t i  l a t e r a l  
programs t o  modernize and s t rengthen   at in American educat iona l  , 
s c i e n t i f i c  and techno log i ca l  capabi 1 i t i e s .  The In te r -Amer ican 
C u l t u r a l  Counci l ,  meet ing a t  Maracay, Venezuela i n  February 1968, 
adopted a p l a n  o f  a c t i o n  t o  g i v e  e f f e c t  t o  t h e  programs. 

These programs r e f 1  e c t  t h e  reasonable L a t i n  American c o n v i c t i o n  
t h a t  t h e  l o n g  te rm growth and development o f  t h e  r e g i o n  r e q u i r e  
coopera t ion  emphasizing s c i e n t i f i c  and techno log i ca l  in terehhnge;  
and t h e  upgrading o f  1 oca l  t r a i  nirtg- and research  i n s t i  t u t i  ons. 
T h i s  program aims t o  enhance t h e  i n s t i t u t i o n a l  base f o r  economic 
development, by  work ing  th rough s e l e c t e d  L a t i n  American " cen te rs  of 
exce l  1 ence" . 
There are i 7 p r o j e c t s ,  p r i m a r i l y  focused upon advanced u n i v e r s i t y  
t r a i q i n g  i n  research  techniques and a p p l i e d  technology across a 
broad spectrum o f  t h e  na tu ra l / phys i ca l  sc iences i n c l u d i n g  engineer-  
ing ,  chemis t ry ,  phys ics  and me ta l l u rgy .  Centers o f  exce l l ence  
have been des ignated i n  Mexico, Colombia, Venezuela, B r a z i l  , 
Argent ina  and C h i l e  w i t h  a wide range o f  t r a i n i n g  courses and 
research a c t i v i t i e s  c u r r e n t l y  underway. 

The Educat ion  Program i n c l  udes 14 p r o j e c t s ,  concen t ra t i ng  on voc- 
a t i o n a l  and techn i ca l  t r a i n i n g ,  and on modern iza t ion  o f  educat iona l  
systems th rough research and i nnova t i on .  

I n  a d d i t i o n  t o  $3.7 m i l l i o n  made a v a i l a b l e  i n  l a t e  FY 1969, t h e  
U.S. w i l l  make some $4.8 m i l l i o n  a v a i l a b l e  t o  these m u l t i l a t e r a l  
programs i n  FY 1870. A.I.D. proposes $7.5 m i l l  i o n  i n  FY 1971 faads 
on c o n t i n u i n g  U.S. suppor t  t o  these e f f o r t s .  

The Spec ia l  Development Ass is tance Fund (SDAF) . Th i s  Fund suppor ts  
t e c h n i c a l  ass i s tance  and t r a i n i n g  p r o j e c t s  o f  t h e  In te r -Amer ican 
Economic and Soc ia l  Counci l  (IA-ECOSOC). I t  a1 so f inances  t h e  
o p e r a t i n g  cos t s  o f  t h e  In te r -Amer ican Committee on t h e  A l l i a n c e  
f o r  Progress (CIAP) which c a r r i e s  o u t  annual rev iews of  t h e  develqp- 
ment performance o f  a l l  member s t a t e s .  

The SDAF Program i s  b e i n g  i n c r e a s i n g l y  concent ra ted  upon a smal l  
number o f  h i g h  p r i o r i t y  a c t i v i t i e s .  I n  FY 1971, s t r e s s  w i l l  be 
p l a c e d  on: ( 1  ) i n t e g r a t e d  phys i ca l  resource devel opment p r o j e c t s ,  , 
w i t h  emphasis on mu1 t i - c o u n t r y  aspects -- as f o r  example t h e  R i ve r  



P l a t e  Basin P r o j e c t ;  ( 2 )  t a x  pol i c y  and reform; (3) s o c i a l  develdp- 
rnent, with t h e  focus  on improvement o f  urban cond i t i ons  and t h e  
problems o f  employment and income d i s t r i b u t i o n ;  (4 )  cont inued sup- 
p o r t  t o  e i g h t  Inter-American Centers which c a r r y  o u t  a broad rangq 
o f  t r a i n i n g  a c t i v i t i e s .  

The S e c r e t a r i a t  has proposed a FY 1971 budget o f  $7.2 mil 1 ion whidh 
w i l l  n o t  be reviewed o r  approved by t h e  member governments u n t i l  
May o r  June  1970. As i n  t h e  p a s t  t h e  IA-ECOSOC i s  expected t o  
approve a budget o f  between $6-7 m i l l i o n .  

The proposed U.S. vo lun ta ry  c o n t r i b u t i o n  o f  $4.5 m i l l i o n  w i l l  maih- 
t a i n  t h e  p re sen t  U.S. pledge l eve l  wi th  ou r  c o n t r i b u t i o n s  matched 
by t h e  o t h e r  members a t  a 66:34 r a t i o .  

The Inter-Ameri can Export Promotion Center .  The Center  completed 
i t s  f i r s t  f u l l  y e a r  o f  ope ra t ion  i n  1969. ~t provides spec i a l  i z ed  

-serv ices  needed t o  i d e n t i f y  and promote new e x p o r t s ,  f a c i l i t a t e s  
t h e  p l ac ing  of  Lat i  n h e r i  can products  i n  i n t e r n a t i  onal markets ,  
and provides  t echn ica l  suppor t  t o  na t iona l  and sub-regi  onal expor t  
~ r o m o t i  on agenci e s  . 
The conbr ibu t ion  proposed f o r  FY 1971 -- o f  up t o  $1 mi l l  ion  -- 
r e f l e c t s  U.S. pol i cy ,  a s  annunciated by t h e  P r e s i d e n t ,  t o  i n t e n s i f y  
U.S. suppor t  f o r  t r a d e  promotion t o  t h e  e x t e n t  t h a t  reasonable  
p r o j e c t  o r  program proposa ls  a r e  put  forward by ou r  La t in  American 
p a r t n e r s .  A t  t h e  Eighth Specia l  Meeting o f  t h e  IA-ECOSOC, t h e  
U.S. agreed t o  p a r t i c i p a t e  i n  a j o i n t  U.S.-Latin American assessment 
o f  t h e  Inter-American Exper t  Promotion Center .  

New Pro rams As an i n t e g r a l  p a r t  o f  t h e  Admin i s t r a t i on ' s  e f f o r t  
ld5i t o  o s t e r  t e m u l t i l a t e r a l  framework f o r  U.S. a s s i s t a n c e ,  t h e  
Uni t e d  S t a t e s  announced a t  t h e  February Speci  a1 Committee meeting 
of  t h e  IA-ECOSOC i n  Caracas,  Venezuela, an o f f e r  o f  $23 mil 1 ion i q  
suppor t  o f  inter-American i n s t i t u t i o n s  . This  o f f e r  inc luded t h e  
fo l lowing elements:  

-- $3 mi l l  ion t o  s t r eng then  CIAP's t echn ica l  s t a f f ,  s o  a s  t o  
a s s u r e  t h a t  CIAP develops t h e  t echn ica l  and s t a f f  c a p a b i l -  
i t y  t o  manage t h e  many new and expanded func t ions  which 
enlarged  mu1 t i  l a t e r a l  r e s p o n s i b i l  i t i e s  imply. In  o r d e r  t c  
implement t h i s  pledge immediately, and pursuant  t o  approp- 
r i a t e  c o n s u l t a t i o n s  wi th  Congress, A.I.D. p lans  t o  provide  
$1 m i l l i o n  in  FY 1970. 

$15 mi l l i on  t o  IDB and CIAP t o  e s t a b l i s h  a s p e c i a l  fund 
f o r  i d e n t i f y i n g  and prepar ing  sound development p r o j e c t  
proposa ls  f o r  i n t e r n a t i o n a l  f i nanc ing .  In  o r d e r  t o  i n i -  
t i a t e  t h i s  impor tant  a c t i v i t y  a s  quickly  a s  p o s s i b l e  and 
t o  demonstrate t h e  importance which t h e  United S t a t e s  
a t t a c h e s  t o  t h e  purposes o f  t h e  s p e c i a l  fund,  A.I.D. w i l l  
make a v a i l a b l e  $5 mi 11 ion  from FY 1970 funds ,  immediately 
f o l  lowing a p p r o p r i a t e  Congressional consul t a t i o n .  We pro- 
pose t o  provide  up t o  $10 m i l l i o n  from loan  funds  i n  FY 1971. 



-- Up t o  $5 mil 1 ion t o  CIAP t o  f inance  regional and country 
s t u d i e s  o r  pol i cy  and i n s t i t u t i o n a l  changes required  f o r  
s t rengthening c a p i t a l  markets. In f u l f i l l m e n t  o f  t h i s  
o f f e r ,  A.I.D. proposes t o  make $2 mi l l ion  a v a i l a b l e  i n  
FY 1970, following appropr i a t e  consu l t a t ions  with t h e  Congress. 

I t  appears unl i kely t h a t  add i t iona l  funding f o r  e i t h e r  s t rengthen-  
ing the CIAP s t a f f  o r  conducting c a ~ i t a l  market s t u d i e s  w i l l  be 
required i n  FY 1971 . Thus, unless  unforeseeable program requi re- 
ments c a l l  f o r  ~ayment s  in  FY 1971, f u t u r e  con t r ibu t ions  a g a i n s t  
t h e s e  United Skates o f f e r s  w i l l  be de fe r red  un t i l  FY 1972. 

REGIONAL PROGRAMS 

U.S. AID OBJECTIVES 

PROGRAM SUMMARY 
( I n  mil l ions of dollars) 

The primary ob jec t ive  of t h e  Latin American Regional Program i s  t o  
f u r t h e r  Hemispheric goals  by carrying out  programs and p r o j e c t s  of 
th ree  kinds:  

Development Loans.  . . . . 
Technical Assistance . . . 

Tota l  A. I .D.  Assistance 

--  those which can be managed more e f f e c t i v e l y  on a regional 
b a s i s ,  such as t h e  Regional Technical Aids Center (RTAC) . 

--  those  which f o r  spec ia l  reasons cannot be implemented 
through the  A. I .  D.  bi 1 a t e r a l  s t r u c t u r e ,  such as popul a t i  on 
programs. 

*Includes g ran t s  of $2,044,000 i n  1968; $7,070,000 in  1969; 
$6,701,000 i n  FY 1970, and $7,672,000 i n  FY 1971 , f o r  population 
programs under T i t l e  X of the  Foreign Assistance Act. Excludes 
t r a n s f e r s  of $1,000,000 in FY 1970 and $9,000,000 in FY 1971 t o  
the  Inter-American Social Development I n s t i t u t e .  

FY 1968 
Actual  

2.4* 
, 9 . 8  

12.2 

- -  those  of an experimental o r  innovat ive  na tu re ,  such as 
soci  a1 and c i v i c  devel opment p ro jec t s  . 

An addi t ional  ob jec t ive  in the  f u t u r e  wi l l  be t o  respond on a 
regional bas i s  t o  the  P res iden t i a l  i n i t i a t i v e s  expressed a t  the  
recent  meeting in Caracas of the  Inter-American Economic and 
Soci a1 Counci 1 . 

FY 1969 
Actual  , 

7.1* 
9 .3  

16.4 

FY 1970 
Estimated 

11.7* 
10.6 

22.3 

FY 1971 
Proposed 

22.7* 
10.7 

33.3 



PROBLEMS AND PROGRESS 

Regional projects were carr ied out in the following four major 
areas in 1970: 

Social and Civic Development. New i n i t i a t i v e s  were developed i n  
FY 1970 t o  respond t o  continuing impediments to  social and pol i t i -  
cal development in Latin America. Studies under way are  exploring 
such possible a c t i v i t i e s  as the t ra in ing  of community development 
personnel with I .  D .  E . A .  S. , Inc. ; systems analyses to improve 
education sec tor  pl anni ng; establ i  shment of a regional t r a i  ni ng 
service fo r  municipal organizations with the Brazi 1 ian I n s t i t u t e  
of Business Administration; and achievement-motivation t ra in ing  
for  entrepreneurs,  with the Behavioral Sciences Center. 

An Inter-Ameri can Soci a1 Development I n s t i t u t e  was establ i  shed by 
amendment t o  t h e  F o r e i g n  A s s i s t a n c e  A c t  o f  1969. The purpose  o f  
the Inst i  t v t e  would be to increase sharing of individual Latin 
Americans in development benefi ts  and decisions, and t o  strengthen 
democratic i n s t i t u t i ons .  I t s  d i s t i nc t i ve  features  would include 
an emphasis on innovation and research, and a major re l iance on the 
technique of working t t~rougl~  pri vate organizations. A Board of 
Directors,  to  be appointed by the President ,  will develop pol ic ies  
on objecti  ves , programs, and operati  ons . A .  I .  D. has earmarked 
$1 million in FY 1970 loan funds as a t rans fe r  t o  the In s t i t u t e  to 
enable i t  to  begin operations. 

Popul ation Program. Speedy implementation of comprehensive 
family planning programs continues t o  be a major problem. Until 
t r ad i t iona l  a t t i t udes  change, A. I .  D .  wi 11 coqti nue to depend pri - 
mari ly  upon internat ional  organizations as funding channels. With 
thei r  he1 p , Lati n Ameri can governments are  s l  owly and steadi ly  
coming t o  rea l ize  tha t  unchecked population growth can be a for-  
mi dab1 e barri  e r  t o  economi c development. I ncreasi ngly , fami l y  
planning e f fo r t s  are being expanded to  rural areas where progress 
has been slow because of the scarc i ty  of conventional heal t h  
f a c i l i t i e s .  

Education and Training. I n  many Latin American countries the 
univers i ty  population has t r i p l ed  in the l a s t  decade without a 
corresponding increase in teaching s t a f f .  A graduate par t ic ipant  
t r a i  ni ng program, Latin Ameri can Scholarship Program of American 
Universities (LASPAU) , seeks t o  meet the demand fo r  university 
teachers by providing graduate t ra ining in  the United States  to  
grantees selected from among prospective facul ty  of more than 100 
cooperating Latin American i n s t i t u t i ons  in 17 countries.  Books, 
indispensable tools in the t rans fe r  of technology, are  a lso in 
c r i t i c a l l y  shor t  supply. Pub1 icat ions of a1 1 categories are lack- 
ing due to  the underdeveloped s t a t e  of the technical publ ishing and 
audio-visual aids industr ies .  The Regional Technical Aids Center 
(RTAC) attempts t o  deal with t h i s  deficiency. The Center has t ran-  
s la ted  2,800 technical books and pamphlets, and over 8 mil l ion 
publ ished copies have been provided to  l i b r a r i e s  and educational 
i n s t i t u t i ons .  I t  makes 7,000 loans of f i lm s t r i p s  each year .  To 



da te  150 un ive r s i ty  textbook t i t l e s  i n  the  natura l  sc iences  and 
engineering have been publ ished commercial l y  and a r e  being made 
avai 1 ab le  a t  reduced r a t e s  t o  s tuden t s  through 60 cooperative 
bookstores s e t  up under t h e  p r o j e c t  on Latin American Universi ty 
campuses. RTAC's e f f o r t s  open new markets f o r  Latin American 
textbook publ i  she r s  and he1 p modernize c u r r i c u l a  by s u b s t i t u t i n g  
the  adopted t e x t  f o r  ant iquated  l e c t u r e  notes .  

A .  I.D. i s  a l s o  a s s i s t i n g  the  Overseas Education Fund of t h e  League 
of Women Voters t o  conduct t r a i n i n g  seminars which emphasize the  
important volunteer  r o l e  t h a t  women can play i n  c i v i c  development. 
~ o y o l  a Universi ty c a r r i e s  on a t r a i n i n g  Frogram f o r  young l eade r s  
t o  increase  t h e i r  e f f ec t iveness  as  agents *of change in t h e i r  com- 
muni t i e s .  The program was expanded i n t o  Brazil  during FY 1970, 
bringing the  t o t a l  t r a ined  i n  Latin America t o  over 1,000. Re- 
turning Loyola p a r t i  ci  pants have e s t ab l  ished in-country cen te r s  
in  Guatemala and Costa Rica, which a re  i n  tu rn  t r a i n i n g  local  
1 eaders . 

Pri va te  Ins t i  t u t i  ons . A .  I .  D.  funds a re  he1 pi ng t h e  Ameri can In- 
s t i  t u t e  of Free Labor Develo ment (AIFLD) t o  t r a i n  ru ra l  and urban 
1 abor 1 eadershi  p through+ 1 ~ n - c o u n t r y  education courses f o r  
t r ade  unioni s t s  who can f i l l  middle-management posi t i o n s  i n  the  
l abor  movement; ( 2 )  soc ia l  p ro jec t s  t o  demonstrate t o  workers how 
the  l abor  movement can help with t h e i r  problems; ( 3 )  specia l  ized 
courses in  l abor  leadership  a t  t h e  Front Royal I n s t i t u t e  i n  
Virginia ,  f o r  approximately 150 p a r t i c i p a n t s ,  and in l abor  eco- 
nomics a t  Georgetown Universi ty f o r  about 20 p a r t i c i p a n t s .  

The growth of c r e d i t  unions and o t h e r  cooperatives i n  Latin 
America has r e su l t ed  in  increased a v a i l a b i l i t y  of c r e d i t  f o r  low 
income rura l  and urban groups. During FY 1970, A .  I . D .  continued 
t o  support  e f f o r t s  of Credi t  Union National Association(CUNA) , the  
Cooperative League of t h e  U.S.A. (CLUSA), and the  Organization of 
Cooperati ves of h e r i  ca (Om t o  s t rengthen the  cooperati  ve and 
c r e d i t  union movements. In the  f i r s t  nine months of 1969, 114 new 
c r e d i t  unions were e s t ab l i shed  and 24,000 new members added t o  
c r e d i t  union r o l l s ,  f o r  a new regional t o t a l  of 2,729 c r e d i t  
unions and 763,810 members. As of September 30, 1969, c r e d i t  
union savings had increased t o  over  $60 mil 1 ion ,  and cumulative 
loans advanced exceeded $222 mi l l ion .  A t  yea r  end 1969 i t  was 
es t imated t h a t  the  number of coopera t ives  of a l l  kinds in Latin 
America had increased t o  36,342, with 12.1 mil l i o n  members. 

The Inter-American Confederation of the  Par tners  of the  Al l iance  
1 inks p r iva te  communities of both North America and Latin America 
i n  pa r tne r sh ip  arrangements between 40 U S .  s t a t e s  and 18 Latin 
American Countries.  The pa r tne r sh ip  mechanism channels U.S. 
p r iva te  s e c t o r  con t r ibu t ions  t o  Latin America i n  the  form of tech-  
ni cal  a s s i s t ance  and commodities. whose value wi 11 t o t a l  over 
$15 mi 11 ion a t  the  end of FY 1970., 



FY 1971 PROGRAM 

A t o t a l  of $33.4 mil l ion i s  proposed for  the  regional program, in- 
cl uding $1 5 mi 11 ion for  two project  loans, $7.7 mi 11 ion for  
population programs, and $10.7 mi 1 1  ion fo r  technical ass is tance 
programs. Composition of planned technical ass is tance i s  as 
fo l l  ows : social and c iv ic  development and other new i n i t i a t i v e s -  
$1.5 mil l ion;  education - $4.4 mil l ion;  and pr ivate  i n s t i t u t i ons -  
$4.1 million. Other regional projects  of $700,000 proposed in 
FY 1971 are  in the f i e l d s  of agr icu l tu re ,  natural resources,  tax 
reform and, publ i  c  administration. These incl ude projects con- 
ducted by U. S. federal agencies under agreements wi t h  A .  I .  D .  , 
such as Natural Resources Development uni t  of the  Inter-American 
Geodetic Survey and a  tax administration t ra ining program by the 
Internal Revenue Service. Loans total  i  ng $1 5 mi 1 1  ion are  proposed 
fo r  two newly establ i  shed mu1 t i  1 a te ra l  organizations : $5 mi 1 1 ion 
fo r  the Coffee Diversification Fund to  a s s i s t  national crop diver- 
s i f i c a t i o n  e f f o r t s ,  and $10 mi 1  l i o n  f o r  t h e  Andean Development 
Corporation to  encourage economic integrat ion within the Andean 
coy n t r i  es (Venezuel a ,  Col ombi a ,  Peru, Bol i  via and Chi 1 e )  . A .  I .  D .  
also proposes t o  t rans fe r  $9 mil 1 ion in  loan funds t o  the Inter-  
American Social Development Ins t i  t u t e .  

Population Programs. Grants of $7.7 mil l ion from loan funds under 
T i t l e  X are  proposed fo r  FY 1971 t o  support a  variet-y of innovative 
organizational batterns ut i  1 iz ing publ i c  and p r i  vat& international 
organizations such as the Pan Ameri can Heal t h  Organization, West- 
ern Hemisphere Region, Inc. , of the International Planned Parent- 
hood Federation, the Popul a t ion Counci 1 and the  Pathfi nder Fund. 
The FY 1971 program includes expansion of cl i  nical programs with- 
in the exis t ing health s t r uc tu r e ,  especial ly  in  "slum" and rural 
areas ; emphasis on education programs, i  ncl udi ng devel opment of 
publ i c  information on the use and avai labi 1 i  ty of contraceptives; 
incorporation of evaluation units in to  population programs t o  de- 
termi ne t he i r  e f f ec t  on growth r a t e s ;  and advisory services t o  
family planning. or  anizations to  improve . t he i r  management 
techniques and ena%le them t o  respond t o  growing demands f o r  
ass is tance.  

Social and Civic De~2lopment and Other New In i t i a t i ve s .  $1.5 
mill ion i s  proposed for  new i n i t i a t i v e s  in the f i e l d  of social and 
civi c  development in  response t o  recommendations in the  Rockefel 1  e r  
Reports, as well as t o  the recommendations f o r  ass is tance i n  
science and technology made a t  the 1970 Inter-American Economic 
and Soci a1 Counci 1 meeting in Caracas, Venezuela. Planned ac t i  vi - 
t i e s  include a  thorough study of the Lest means f o r  e f fec t ing  
the t rans fe r  of s c i e n t i f i c  and technical know1 edge, and programs 
fo r  school dropouts and others not reached by the conventional 
educational system. A. I .  D. a1 so proposes t o  t rans fe r  $9 mi 1 1  ion 
in loan funds to  the new Inter-American Social Development 
I n s t i t u t e  t o  a s s i s t  i t  in developing and implementing i t s  
programs. 



Educa t ion .  A  t o t a l  o f  $4 .4  mi 11 i o n  i s  proposed f o r  r e g i o n a l  edu- 
c a t i o n  programs i n  FY 1971. Two m a j o r  p r o j e c t s  a r e :  ( 1  ) $2 m i l  1  i o n  
f o r  a  c o n t i n u i n g  s c h o l a r s h i p  program a d m i n i s t e r e d  by t h e  L.A. 
S c h o l a r s h i p  Program o f  American U n i v e r s i t i e s  (LASPAU) f i n a n c e d  i n 
c o o p e r a t i o n  w i t h  U.S. u n i v e r s i t i e s  wh ich  p r o v i d e  t u i t i o n  g r a n t s .  
T h i s  proqram w i l l  e n r o l l  an a d d i t i o n a l  210 s t u d e n t s  i n  t h e  f a l l  o f  
1970. ' (2) $1 . 7  mi 11 i o n  f o r  t h e  Regional  Techn ica l  A i d s  Cen te r  
(RTAC), which w i l l  c o n t i n u e  i t s  e f f o r t s  t o  s t r e n a t h e n  L.A. t e c h -  
n i c a l p u b l i s h i n g  c a p a b i l i t y .  I n  a d d i t i o n  $250,060 i s  proposed t o  
enab le  t h e  Overseas E d u c a t i o n  Fund o f  t h e  League o f  Women Vo te rs  
t o  execu te  a  four-month l e a d e r s h i p  t r a i n i n g  program as w e l l  as i n -  
c o u n t r y  semi n a r s  . 

P r i v a t e  I n s t i t u t i o n s .  A.I .D. proposed $2.5 m i l l i o n  i n  FY 1971 f o r  
headquar te rs  c o s t  o f  t h e  L a t i n  American I n s t i t u t e  o f  F ree  Labor  
Development (AIFLD), a n d l a b o r e d u c a t i o n  courses a t  Georgetown 
U n i v e r s i t y  and t h e  F r o n t  Royal I n s t i t u t e .  Funds w i l l  a l s o  be 
p r o v i d e d  f o r  a  u n i o n - t o - u n i o n  program under  t h e  I n t e r n a t i o n a l  
Trade S e c r e t a r i  a t .  

The r e a i  ona l  proqram wi  11 a1 so p r o v i  de $9 00,000 f o r  assf s t a n c e  
t o   ati in ~ m e r i  can c o o p e r a t i  ves and c r e d i  t un ions  . These o r g a n i  za- 
t i o n s  w i l l  r e c e i v e  a d v i c e  on t h e  e s t a b l i s h m e n t  o f  new and s p e c i a l -  
i z e d  programs such as a g r i c u l  t u r a l  p r o d u c t i o n  c r e d i t ,  c o o p e r a t i v e  
marke t ing ,  and c e n t r a l i z a t i o n  o f  funds  and a c c o u n t i n g .  Through 
a s s i s t a n c e  f r o m  t h e  C r e d i t  Union N a t i o n a l  A s s o c i a t i o n  (CUNA) , i t  
i s  expec ted  t h a t  s t r o n g  n a t i o n a l  f e d e r a t i o n s  o f  c r e d i t  u n i o n s  
w i l l  grow i n  number and t h a t  r u r a l  c r e d i t  u n i o n s  w i l l  be s t r e n g t h -  
ened and i n c r e a s e d  t o  make a v a i l a b l e  g r e a t e r  amounts o f  l o w  c o s t  
a g r i c u l t u r a l  c r e d i t .  The O r g a n i z a t i o n  of Coopera t i ves  o f  America 
(OCA) w i  11 work t o  e s t a b l  i s h  s e l f - s u p p o r t i n g  f e d e r a t i o n s  and.  
c o n f e d e r a t i o n s  o f  c o o p e r a t i v e s  funded f r o m  membership dues and 
f e e - p r o d u c i n g  bus iness  a c t i v i t i e s .  

$500,000 i s proposed t o  permi  t t h e  r e o r g a n i  zed I nter -Amer i  can 
Confedera t i  on o f  t h e  P a r t n e r s  t o  consol  i d a t e  i t s  on-go i  ng programs 
i n  18  L a t i n  American c o u n t r i e s  and seek p r i v a t e  f i n a n c i n g  f o r  an 
en1 arged program. 

ProjecJ Loans. A  $10 m i l l i o n  l o a n  f o r  a  new s u b r e g i o n a l  deve lop-  -- - 
ment bank, t h e  Andean Development C o r p o r a t i o n ,  i s  reques ted .  A1 - 
though t h e  agreement e s t a b l i s h i n g  t h e  C o r p o r a t i o n  was s i g n e d  i n  
February  1968, i t  was n o t  u n t i l  l a t e  1969 t h a t  t h e  r e q u i r e d  number 
o f  t h r e e  r a t i f i c a t i o n s  was o b t a i n e d  t o  enab le  i t  t o  come i n t o  e x i s -  
tence .  D u r i n g  t h e  f i r s t  ha1 f o f  1970, t h e  Bank i s  expec ted  t o  be 
f o r m a l l y  e s t a b l i s h e d ,  a f t e r  wh ich  n e g o t i a t i o n s  f o r  t h e  proposed 
l o a n  w i l l  b e g i n .  The purpose o f  t h e  C o r p o r a t i o n  i s  t o  i d e n t i f y  
and u n d e r w r i  t e  i n d u s t r i  a1 and commerci a1 v e n t u r e s  i n v o l  v i  ng two 
o r  more member c o u n t r i e s  t o  deve lop  t h e  i n d u s t r i a l  base o f  t h e  
Andean a rea .  



Also  proposed i s  a $5 m i l l i o n  loan f o r  t h e  Cof fee D i v e r s i f i c a t i o n  
Fund. The Fund w i l l  suppor t  e f f o r t s  o f  c o f f e e  producers t o  d i v e r -  
s i f y  o u t  o f  co f f ee  i n t o  more p r o f i t a b l e  and h i g h e r  p r i o r i t y  c rops .  
The Fund w i  11 complement n a t i o n a l  d i v e r s i f i c a t i o n  programs aimed 
a t  e l i m i n a t i n g  su rp lus  c o f f e e  p roduc t i on  by 1972-73. 

BRAZ I L 

U.S. AID OBJECTIVES 

7 

. 

The U.S. a i d  program i n  B r a z i l  seeks t o  he1 p B raz i  1 ach ieve:  

--A h i g h  r a t e  o f  growth through increased a g r i  c u l  t u r a l  
p r o d u c t i v i  t y  , i n d u s t r i a l  modern iza t ion ,  and e x p o r t  expan- 

PROGRAM SUMMARY 
(In millions of dollors) 

s ion ,  and abso rp t i on  o f  new e n t r a n t s  i n t o  t he  1 abor market .  

--Reform and ex tens ion  o f  t h e  e d ~ c a t i o n a l  system t o  t r a i n  
personnel r e q u i r e d  f o r  development and t o  promote s o c i a l  
m o b i l i t y .  

F Y  1971 
Proposed 

155.0 
12.7 _ 

167.7 

- - Increased c i  v i  c  development th rough improved 1 oca l  govern- 
mental e f f i  c i ency  . 

F Y  1970 
Estimated 

1 50.0 
12.8 

162.8 

- -Acont inued spec i  a1 focus on soc i  a1 and economi c devel  op- 
ment i n  t h e  Northeas t. 

F Y  1969 
Actual 

- 
12.4 

12.4 

Development Loans. . . . . 
Technical Assistance . . . 

Total A.I.D. Assistance 
. . 

PROBLEMS AND PROGRESS 

F Y  1968 
Actual 

180.9 
13.0 

193.9 

B r a z i l  en te rs  t h e  1970's i n  many respects  b e t t e r  prepared t o  
meet t h e  n a t i o n a l  goa ls  o f  modern iza t ion  and s e l f - s u s t a i n i n g  
growth than a t  any prev ious  t i m e  i n  r e c e n t  yea rs .  Programs o f  
t h e  pas t  s i x  yea rs  aimed a t  d i m i n i s h i n g  t h e  i n f l a t i o n  have suc- 
ceeded i n  b r i n g i n g  down t h e  annual r a t e  f r om 89% pe r  y e a r  i n  
1964 t o  24% f o r  1969. Good economic management has complemented 
a sound s t a b i l i z a t i o n  p o l i c y  t o  c r e a t e  h i g h  r a t e s  o f  g rowth  and 
p r o v i d e  a b a s i s  f o r  s i g n i f i c a n t  a d d i t i o n a l  development. Neverthe- 
l e s s ,  t h e  s i z e  and v a r i e t y  o f  t h e  development tasks  remain f o r -  
mi dab1 e. 

B r a z i  1 ' s performance i n meet ing i t s  development t a r g e t s  f o r  1969 
was h i g h l y  s a t i s f a c t o r y .  The p r e l  i m i  nary es t ima te  o f  growth f o r  
1969 i s  9% compared w i t h  8.3% f o r  1968. A drought  r a i s e d  f ood  
p r i c e s  s h a r p l y  and accounts f o r  a 24% r a t e  o f  i n f l a t i o n ,  r a t h e r  
than t h e  a n t i c i p a t e d  20% r i s e .  The Medici A d m i n i s t r a t i o n ' s  1970 
goa ls  a r e  another  8% r a t e  o f  growth and an i n f l a t i o n  r a t e  h e l d  
below 20%. The prognos is  f o r  achievement o f  these goa ls  i s  good. 



The government's successful s tabil izat ion program of recent years 
must be continued, and new investments must be made to  increase 
agricul tural productivity, especial ly among small and medium pro- 
ducers. Brazi 1 i an agri cul tural pricing and credit  pol ic ies  of 
recent years have provided a s t a r t  i n  t h i s  direction. Agriculture 
credit  programs have increased four-fold in number and three times 
in value since 1962, with a million and a half farmers receiving 
credits total  1 i ng jus t  over one b i l l  ion do1 1 ars worth of Brazi 1 Tan 
currency. Price support programs for  basic food crops were ex- 
panded; price ceilings and controls were removed from many major 
c o m d i t i e s  and regulations for  expansion of export marketing were 
simplified. 

The traditional educational system needs to  be overhaul ed, with 
reforms i ns t i  tuted a t  every 1 eve1 . A rapid expansion of the ed- 
ucation system i s  needed to provide the economy w i t h  a broader 
base of trained manpower. Especially crucial i s  the secondary 
level ,  where an ef for t  i s  being launched to provide a l l  junior 
high school students with a vocational as well as an academic 
option. 

While Brazil Is balance of payments1 si tuat ion,  foreign debt struc- 
ture ,  and level of international reserves are stronger than in 
recent years, the expected high growth ra te  will result  i n  increa4 
ed demand for imports that cannot be met from domestic production. 
The government will attempt to of fse t  the adverse effects  on re- 
serves resulting from increased imports through added incentives 
to push export growth to  s t i l l  higher levels. 

Si nce August, 1968, the flexi bl e exchange rate pol i cy adopted by 
the government has greatly reduced currency speculation, as well 
as pol i t i  cal resistance to  deval uation. The exchange rate pol icy 
a l s o  c o n t r i b u t e d  t o  a 14% expansion o f  expo r t s  i n  1968 and a  f u r -  
ther  increase in 1969. 

Success i n economi c development has begun to  i denti fy residual pro- 
blems more clearly for  the Brazi 1 ian government. The plight of 
the undereducated rural poor, especially in the Northeast, i s  in- 
creasingly drawing the attention and concern of the government. 
As a consequence, the Medici Government plans to increase invest- 
ment in education, agriculture and public health as i t  continues 
previously effective stab11 i zation and export promotion ac t iv i t i e s .  

International Lendi ng to Brazi 1 

Due i n part to pol i t ica l  transi t i  on in Brazi 1 , lending from the 
major international ins t i tu t ions  in 1969 was less than anticipated. 

The World Bank (IBRD) expected to lend a t  $200 mi 11 ion b u t  com- 
mi tted loans total 1 ing only $25 mi 11 ion. The International Devel- 
opment Bank (IDB) proposed program was $150 mi 11 ion, while actual 
commi tments total 1 ed only $80 mi 1 1 ion. Export- Import Bank 1 end- 
ing total led $55 million. 



Pol i t i c a l  Events. The year 1969 was marked by several disrupt ive 
pol i t i  cal events.  Cl osi ng of the Brazi 1 i an Congress in mi d-December 
1968, loss of po l i t i c a l  r igh ts  by about 200 persons in ea r ly  1969, 
press censorship, and closing of several s t a t e  l eg i s la tu res  ea r ly  
in the year a1 1 const i tuted shocks within the po l i t i c a l  1 i f e  of 
the nation. 

In August, former President Costa e Silva suffered a s t roke.  The 
Ministers of Army, Air and Navy assumed power temporarily, govern- 
ing fo r  s l i gh t l y  more than one month. When i t  became evident t ha t  
Costa e Si lva would not be able t o  resume his  du t ies ,  B raz i l ' s  
mi 1 i t a ry  1 eaders nominated General Emi 1 i o Garras tazu Medi ci  as 
successor.  (Costa e Silva died in December 1969). 

In August, former President Costa e Silva suffered a s t roke.  The 
Ministers of Army, Air and Navy assumed power temporarily, govern- 
i n g  f o r  s l i g h t l y  more than  one month. When i t  became e v i d e n t  t h a t  
Costa e Silva would not be able  t o  resume his  du t ies ,  B raz i l ' s  
mi l i t a ry  leaders nominated General Emilio Garrastazu Medici as 
successor. (Costa e Silva died in December 1969). In October 
the Brazil ian Congress formally elected Medici as President f o r  
a four and a half year term. 

FY 1971 PROGRAM 

The proposed FY 1971 A .  I .  D .  program f o r  Brazi 1 t o t a l s  $167.7 
million -- $155 million fo r  Development Loans and $12.7 million 
in Technical Assistance. The program concentrates on two major 
object ives:  expanded and improved educational opportunities and 
increased growth through modernization of the agr icu l tu re  and 
industr ia l  sec tors .  In addi t ion,  loans and complementary Tech- 
nical Assistance wi 11 support municipal development, health im- 
provement, and economic development planning. A.I.D. intends t o  
continue the trend toward sec tor  lending; however, i t  plans t o  
re ta in  program lending par t i cu la r ly  in  support of Government 
act ions t o  s t imulate  pr ivate  en te rpr i se  growth. 

A P . L .  480-Title I sa les  agreement of about $25 million and de- 
1 iver ies  of P . L .  480 T i t l e  I1 commodity donations of some $11.7 
million are  a lso planned. Most of the l a t t e r  will  be administered 
by U.  S. vol untary agencies. 

Aari cul tu re  and Aarari an Reform 

Agri cul tu re  remains the domi nant economic a c t i v i t y  in a1 1 regions 
of the country. I t  employs an estimated 50% of the population 
a1 though i t  accounts f o r  only 28% of GNP. In support of continu- 
ing Brazilian act ions t o  strengthen t h i s  sec tor ,  A .  I .  D .  will  con- 
cen t ra te  i t s  e f fo r t s  on the development and adoption of improved 
techno1 ogy t ha t  wi 11 contr ibute  increased agri cul tu ra l  productivity 
rii thout jeopardi zi ng i ncreased empl oyment opportu'ni t i e s .  Thi s 
will  be accomplished by the application of such labor intensive 
inputs as f e r t i l i z e r s ,  improved seed, pest control and small sca le  



i r r i ga t i on ,  supported by research in new crop va r i e t i e s  and farm- 
ing pract ices .  Present primitive marketing systems are  wasteful 
and incapable of meeting the needs of rapidly growing urban centers  
without exerting increasingly intolerable  pressures on costs  and 
pr ices .  A .  I  . D .  proposes t o  give pr io r i ty  a t t en t ion  to  moderniza- 
t ion of the marketing system with emphasis on the development of 
rural roads and supply/marketi ng centers ,  par t i  cul a r ly  in the 
Northeast . 

Progress i n  Agrarian Reform has been slow and there  i s  1 i  t t l e  1 i  ke- 
Iihood of a ma,ior breakthrough in the immediate future .  Never- 
theless  ,a number of s teps  re1 ated to  t h i s  most di fficu1.t and sen- 
s i  t ive  area have been taken a t  the national 1 eve1 , which provide 
the broad legal base f o r  reforms ant ic ipated by GERAN ( t he  
Agrarian Reform Agency in the Northeast Sugar Zone). 

Fbll owing protracted organizational di f f i  cul t i e s  GERAN was re- 
organized. I t  i s  expected t ha t  the Federal Budget f o r  the period 
CY 1970 - 1974 f o r  GERAN will be s e t  a t  $2.'5 million equivalent 
in 1970 with annual increases thereaf te r .  Also members of GERAN's 
Del iverat ive Counci 1 , SUDENE, ( the Northeast Development Agency), 
Banco do Brazi l ,  IBRA, ( the  Agrarian Reform I n s t i t u t e ) ,  and INDA 
( the  National Agency fo r  Agrarian Reform) --  have agreed to  con- 
t r i bu t e  to  GERAN $1,500,000 equivalent per year .  

GERAN has requested A.I.D. ass is tance to  help meet i t s  resource 
needs by providi ng technical advisors , t r a i  ni ng programs and addi - 
t ional capi ta l  resources. 

A.I.D. proposes a $45 million Agriculture Sector loan primarily 
t o  fund the development of rural roads and sup.ply/marketing cen- 
t e r s .  Technical Assistance a c t i v i t i e s  in agricul tural education, 
production and agrarian reform, marketing and crop d ivers i f i  ca- 
t ion t o t a l l i ng  $3.3 in FY 1971 will continue. 

Educat i  on 

The Government has drawn up guide1 ines f o r  university reform and 
1 aunched a program to  insure educational opportunity , by the end 
of 1970, f o r  a1 1 children of primary school age in  the twenty-two 
capi ta l  c i t i e s .  In addition i t  has embarked upon a program for  
secondary education reform in four s t a t e s ,  with the assis tance of 
a $32 million A.I.D. sector  loan signed in November 1969. 

Reformi ng and expandi ng f i  r s  t-cycl e secondary education, approx- 
imately equivalent t o  grades 5-8, continues t o  be the area of 
highest immediate p r i o r i t y .  A t  the primary level , the r e s t r i c t ed  
student flow, par t i cu la r ly  through the f i r s t  and second grades, i s  
the principal problem. The basic issues , however, are  rooted more 
i  n general economic condi t ions , t radi  t i  onal a t t i  tudes , and out- 
moded i n s t i t u t i ons  than i  n shortages of physical pl an t .  Conse- 
quently, A .  I . D .  i s  sh i f t ing  i t s  approach from separately conceived 
loan programs f o r  primary and secondary leve l s  t o  an integrated 
education sec tor  loan attacking c r i t i c a l  areas of need in  each 



s t a t e .  This integrated appl i  cation of primary and secondary educa- 
t ion resources i s  being para1 le led by a consol idat ion of primary 
and secondary education planning e f fo r t s  a t  the S ta te  and Federal 
1 evels .  A $15 mil 1 ion loan i s  proposed in FY 1971 fo r  strengthen- 
i  ng primary and secondary education. 

Tire A .  I .  D .  s ec tor  1 oan, combined with Brazi 1 i  an federal education 
resources wi 11 be administered through a new National Education 
Fund which will disburse funds against  known c r i t e r i a  and per- 
formance standards. A.I.D. support through such sec tor  loans will 
i  ncorporate extensive research i  n the appl i  ca t i  on of new education- 
al techno1 ogy and seek t o  increase e f f i  ciency and producti vi ty  of 
the primary/secondary systems. A to ta l  of $65 mi 11 ion ($50 mi 1 1  ion 
in FY 1970 and $15 million in FY '1971) i s  planned fo r  t h i s  a c t i v i t y  

Establ ishment of qua1 i  ty centers of post-graduate teaching, and 
research in f i e l d s  crucial t o  development i s  the Governments next 
p r i o r i t y  in the education sec tor .  A.I.D. has provided grant Tech- 
nical Assistance advisors and par t i c ipan t  t ra in ing  in such f i e l d s  
as business administration, economics, engi necring and agr icu l tu re .  
This approach wi 11 be extended t o  i  ncl ude additional devel opment 
f i e l d s  and, where appropriate,  capi ta l  as we1 1 as technical inputs 
will be provided. The object ive i s  t o  es tab l i sh  "Centers of 
Excel 1 ence" which wi 11  provide graduate 1 eve1 education and re- 
search,  and t o  exer t  a strengthening influence upon other  Brazil-  
ian i n s t i t u t i ons  through in-country scholarships,  professor ex- 
changes and provision of 1 aboratory and s c i e n t i f i c  equipment . 
A .  I . D .  plans a $10 mi 11  ion loan t o  support t h i s  program during 
FY 1971 as par t  of the to ta l  A.1 .D. education sec tor  loan. 

Technical Assistance t o t a l l i ng  $3.2 million in  FY 1971 will  be 
concentrated on university administrative improvement and reform, 
development of professional educational personnel and elementary 
and secondary education planning. 

Health 

Maternal and Chi 1 d Heal t h  (M&CH) and nu t r i t ion  are  neglected areas 
of Brazilian public heal th .  Of 4,000 municipal i t ies ,  only 2,500 
have health centers and of these only about 1,200 a s s i s t  in mater- 
nal and chi ld  care .  In t he  Northeast, where the need i s  g rea tes t ,  
the proportion of l o c a l i t i e s  served i s  lower. Programs t o  a id  
nu t r i t ion  are  a lso non-existent o r  u t t e r l y  inadequate. A proposed 
$5 mi 11 ion loan wi 11 support expansion of maternal and chi ld  
heal t h  faci  1 i  t i e s  and nu t r i t ion  and re1 ated family health educa- 
t ional services  in the Northeast. The lack of sa fe  water and 
san i ta ry  sewerage systems creates  a serious health problem which 
i s  continually aggravated by the high r a t e  (3%) of population 
increase and the unabated and accelerated movement of people t o  
urban centers .  

Brazil has placed p r i o r i t y  on extending sa fe  water f a c i l  i  t i e s  t o  
50% of the  rural popul ation and 70% of the urban .popul a t i  on. I t  
a l so  aims to  provide sani tary sewerage systems t o  a t  l e a s t  50% of 



t h e  urban popu la t i on .  I t  i s  now hoped t h a t  these goals can be 
met by 1977. The expansion o f  sa fe  water  f a c i l i t i e s  i s  w e l l  under 
way due i n  p a r t  t o  pas t  A.I.D. loans  f o r  c o n s t r u c t i o n  o f  sewerage 
f a c i l i t i e s  i n  c a p i t a l  c i t i e s  o f  t he  Nor theas t  s t a t e s .  

Besides t h e  a t ta inment  o f  h e a l t h  goals,  A. I .D. 1  oans f o r  t h i s  pu r -  
pose aim a t  (1 ) t onso l  i d a t i  ng a  permanent, se l f - suppo r t i ng  water  
and sewerage f i n a n c i n g  system which w i  11 he1 p  meet B raz i  1  ' s  need 
f o r  f u t u r e  expansion; ( 2 )  i nduc ing  t h e  c i t i e s  t o  p l a n  f o r  t h e i r  
needs and make e f f e c t i v e  use o f  t r a i n i n g  and techn i ca l  ass is tance;  
and ( 3 )  o b t a i n i n g  a  commitment f rom B r a z i l  f o r  a  l e v e l  o f  suppor t  
t h a t  will meet t h e  popu la t i on  goals s t a t e d  above. A $15 m i l l i o n  
l o a n  i s  proposed t o  cont inue t h i s  program. 

P r i  va te  E n t e r p r i s e  

A. I .D. i s  c o n t i n u i n g  t o  e x a m e  p r o j e c t s  designed t o  s t reng then  
t h e  r o l e  o f  p r i v a t e  e n t e r p r i s e .  To date, t h e  most success fu l  ve- 
h i c l e  f o r  such ass is tance has been program lend ing .  Wi th  these 
l o a n s  impo r t  s t i m u l a t i o n  and i n d u s t r i a l  i n te rmed ia te  c r e d i t  funds 
have p l  ayed a  p a r t i  c u l  a r l y  s i g n i f i c a n t  r o l e .  

A  program 1  oan o f  $50 mi 11 i o n  i s  proposed f o r  FY 1971 . It i s  
planned t h a t  $30 mi 11 i o n  o f  t h e  coun te rpa r t  generated w i l l  be 
used f o r  p r i  va te  e n t e r p r i s e  devel opment i n  t h e  f o rm  o f  i n d u s t r i  a7 
i ntermedi a t e  c r e d i t  and c a p i t a l  market  devel opment. 

Other 

A major  problem Braz i  1  cont inues t o  f ace  i s  p o p u l a t i o n  m i g r a t i o n  
f rom r u r a l  areas t o  major  urban centers .  I n  an e f f o r t  t o  reduce 
t h i s  m ig ra t i on ,  t h e  Cent ra l  Government i n tends  t o  suppor t  e f f o r t s  
o f  smal l  m u n i c i p a l i t i e s  i n  t h e  r u r a l  i n t e r i o r  t o  modernize t h e i r  
a d m i n i s t r a t i v e  systems i n  o rde r  t o  respond more q u i c k l y  t o  com- 
muni ty needs and p r o v i  de addi t i onal  f a c i  1  i t i e s  f o r  1  ocal  populous. 
A  proposed $10 m i l  1  i o n  l o a n  i s  designed t o  s t reng then  l o c a l  
governments i n  i n t e r i o r  and midd le  s i z e d  comrnuni t i e s ,  and t o  he1 p  
r e s t r a i n  m i g r a t i o n  and r a p i d  expansion o f  t h e  a1 ready overburdened 
l a r g e r  urban centers .  T h i s  l o a n  w i l l  h e l p  modernize t h e  a d h i n i s -  
t r a t i v e  s t r u c t u r e s  o f  t h e  sma l l e r  towns and make them more e f f i  - 
c i  e n t  and responsive t o  comrnuni t y  needs. A  $5 mi 11 i o n  p r o j e c t  
1  oan i s  proposed i n suppor t  o f  economi c / i  n d u s t r i  a1 devel opmen t 
p l  anni ng . 
Technical  Ass is tance t o t a l i n g  $4.2 m i l  1  i o n  i n  FY 1971 w i l l  con- 
t i n u e  i n  P u b l i c  Admin i s t ra t i on ,  p r i n c i p a l l y  i n  t h e  areas o f  
t a x a t i o n ,  and f inance,  s t a t i s t i c a l  development; 1  abor, t r a i n i n g  
f o r  r eg iona l  development and a u d i t  o f  t h e  Food f o r  Peace program. 



COLOMBIA 

Total A.I.D. h s i s t a ~ e  1 77.5 1 100.7 1 85.3 1 78.0 1 

PROCRAM SUMMARY 
(In millions of dollars) 

*Includes grants of $116,000 i n  FY 1968, $70,000 i n  FY 1969, 
$242,000 i n  FY 1970, and $200,000 i n  FY 1971 f o r  populat ion 
programs under T i t l e  X o f  the Foreign Assistance Act. 

U.S. AID OBJECTIVES 

F Y  1971 
Propored 

7s.p 
2.8 

Development Loans. . . . . 
Technical Assistance . . . 

A. I .D, assistance t o  Colombia i s  designed-.to suppwt the govern- 
ment's e f f ec t i ve  development po l i c i es .  Under PreslVerit Carlas L leras 
Restrepo's dynamic leadership since August 1966, these p o l i c i e s  
bave concentrated on the f o l  1 owi ng ob j ec t i  ves : (a)  fundamental 
reforms i n  agr i cu l tu re .  education and publ i c  admini s t r a t i on ;  (b) 
accelerat ing econorni.o~~lrowth, d i s t r i b u t i n g  i t s  bene f i t s  more 
equi tab ly ,  and increas ing employment i n  r u r a l  and urban areas; 
(c )  expanding and d i v e r s i f y i n g  exports; (d) increasing publ i c  
revenues and investment i n  needed human and physical  i n f r a c  
s t ructure;  and i e )  s t ab f t  i z$ing pr ices. 

With President L le ras '  four-year term expi r i n g  on August 7, 1970, 
the United States hopes t o  achieve a s i m i l a r l y  cons t ruc t i ve  workirlg 
par tnersh ip  w i t h  the successor government. The FY 1971 program 
res ts  upon t b b  arsumption t h a t  the United States w i l l  cont inue t o  
support sound economic and soc ia l  development i n i t i a t i v e s  and b u i l d  
on Colombian gains thus f a r  made. 

FY 1968 
Actual 

73.1" 
, 4.4 

PROBLEMS AND PROGRESS 

The L le ras  program has enabled Colombia t o  progress s t ead i l y  from 
a per iod o f  emergency s t a b i l i z a t i o n  measures, prompted by a f inan-  
c i a l  c r i s i s  i n  l a t e  1966, t o  long-term comprehensive e f f o r t s  toward 
s t r uc tu ra l  and i n s t i t u t i o n a l  reforms. A. I. D. program and sector 
loans have re in fo rced  Colombia's se l f -he lp  e f f o r t s  i n  making t h i s  
t r a n s i t i o n .  A1 so important was the e l  i m i  na t ion  o f  v io lence . 
through the v i r t u a l  e l  im ina t ion  o f  bandi t / gue r r i  1 l a  a c t i v i t i e s  and 
a major calming o f  p o l i t i c a l  tens ion which had, f o r  some years, 
badly d iv ided  the country. President Lleras, f o r  example, i n  mid- 
December 1968 ended the "State o f  Siege" which had been i n  e f f e c t  
dur ing most o f  the past  two decades because o f  bandi t / g u e r r i l  l a  
a c t i v i t i e s  and recur r ing  economic and po l  i t i c a l  c r i ses .  

FY 1969 
Actual 

97.2* 
3.5 

A1 so t n  December 1968, the Col ombi an Congress approved economic 
and soc ia l  reforms of major importance t o  the development program. 
E a r l i e r  "temporary decrees" reforming tax laws, promulgating a 
substant ive 1 abor code, and prov id ing f o r  governmental f inanc i  a1 

FY 1970 
E l t  lmated 

7?,8* 
3.4 



support of education and welfare programs became law. Of partic- 
nPaa in teres t  was the enactment of "responsible parenthood" legis- 
lat ion.  While aimed primarily a t  improving child welfare, enforce- 
ment of the law i s  expected to  diminish the country's population 
growth rate, which exceeds 3%. 

Using special powers granted by Congress to streamline and modern- 
ize government administrative machinery, President Lleras under- 
took an extensive reorganization of major ministries and independent 
agencies, including reorganization of the key agriculture sector 
ministries and agencies. Far-reaching restructuring of governmental 
machinery in th i s  sector now permits the formulation and implementa- 
tion of national ly coordinated agricultural pol ic ies  and programs. 
Formerly wide fragmentation and duplication of responsibil i t ies  
had prevented effect ive agricultural policies. 

In education, Mi ni s t ry  reorganization has resul ted in upgrading 
pol icy and manpower pl anni ng functions, and .provided for  more 
effective coordination with local education authori t ies.  Since the 
reorganization in 1968, the Ministry has appointed 5,000 primary 
teachers, bui 1 t 5,000 primary classrooms, and ~ompl~eted hundreds 
of schools whose construction was begun in previous years. 

The problems of rapid urbanization are receiving increased 
Government at tention.  Urban 1 egi s l  a t i  on now before the Congress 
provides for  the decentral i zation of planning and the channel ing 
of resources to selected small e r  population centers (30,000 to 
100,000 people) in order to encourage more balanced growth. The 
legislation a1 so includes provisions to faci l  i t a t e  land acquisi- 
tion for  urban development purposes. 

Economic gains during 1969 ref1 ected the conti nuation of sound 
fiscal  and monetary polic,ies and increased export development. 
Gains in 1969 over I968 include in real terms: minor exports 
(those other than coffee and petroleum) up 33%, tax revenues up 
13%, GNP up  an estimated 6.6%, or over 3.0% per capita (contrasted 
with the average 1.3% rate of annual per capita growth during 
1961 -1 967), total  investment up  9.0%. While these achievements 
are impressive, Colombia must sustain them a t  leas t  a t  the same 
levels i f  i t  i s  to meet i t s  pressing need for increasing public 
investment in agriculture, education, and urban development, and 
provide expanded employment opportunities. A reduction in these 
trends, or in proposed A .  I . D .  inputs, would require a dangerous 
scaling down of these godls and reduce the momentum achieved in 
recent years. 

Agri cul ture 

Agriculture accounts for  75% of foreign exchange earnings, 30% of 
gross national product, and 50% of total employment. Half of the 
Colombian people l ive  in rural areas, and half of these, in extreme 
poverty. For these people housing, education and health f a c i l i t i e s  
are a t  best rudimentary and, for  many, nonexistent. Their food 
supply i s  inadequate and malnutrition common. 



Colombia and internat ional  donors give high p r i o r i t y  t o  improving 
opportunity and 1 iving conditions f o r  the rural poor and increasing 
agricul tural  production f o r  export and domestic consumption. 

Agriculture investment in  1969 was up 7% in real terms over 1968. 
The 1970 agr icu l tu re  investment budget i s  expected t o  increase 
15% over 1969. Land d i s t r i bu t i on  has been accelerated,  access t o  
supervised c r ed i t  has broadened, and l ivestock bank lending has 
expanded to  increase herds and meat exports.  These a c t i v i t i e s  
have received A.I.D. loans to ta l ing  $40.6 million s ince 1962, as 
well as  l a rge  counterpart  a l loca t ions  and technical ass is tance.  

Since i t s  inception in 1961, INCORA, the Colombian agrarian reform 
agency, has granted approximately 100,000 t i  61 e s  t o  campesi nos. 
In 1969, 20,500 t i t l e s  were granted, and 36,000 additional campes~ 
ino famil ies  were determined t o  be qual i f i e d  f o r  t i t l e s .  Many of 
the l a t t e r  wil l  receive t i t l e  in 1970. 

Non-coffee agr icu l tu ra l  exports more than doubled between 1961 and 
1968. Coffee accounted f o r  about 90% of agr icu l tu ra l  exports in  
the ear ly  par t  of the period and now accounts f o r  about 80%. Pre- 
liminary estimates f o r  1969 indicate  t h a t  non-coffee agr icu l tu ra l  
exports will  reach approximately $1 15.0 mil 1 ion, t o  continue the 
recent upward t rend.  

Reorganization of agr icu l tu re  pub1 i c  sec tor  agencies, begun 1 a t e  
in 1968, was la rge ly  implemented in 1969, and i s  expected t o  be 
completed and functioning well by mid-1970. S ta f f ing  requirements 
have been met. 

Education 

Colombia's 5-year national education plan, formulated on the basis  
of AID/IBRD/UNESCO-sponsored s tud ies ,  provides the  basis  f o r  the 
overall  reform and expansion of the country 's  educational system. 

Major cons t ra in t s  on reform a r e  l imited f inancial  resources and 
the shortage of qual i f  ied personnel f o r  teaching , admi ni s t r a t i on  
and planning. Dropout r a t e s  a r e  high--75% through the f i f t h  grade 
and 85% through the  eleventh ( l a s t )  grade. More than one-fourth 
of the population 10 years of age o r  older  was l i s t e d  as  i l l i t e r a t e  
in the 1964 census. As a r e s u l t  of recent s tud ies  of primary and 
secondary education, the  Government pl ans t o  increase f i nanci a1 
support and improve administration of primary and secondary educa- 
t ion a t  , the  local government level . 
A decree issued in December 1969 es tab l i sh ing  the legal basis  f o r  
a sweeping reform of secondary education was an outgrowth of A.1.D.- 
ass i s ted  s tud ies .  

Comprehensive high school s with modern curr icula  a r e  now being 
b u i l t  throughout the country. The f i r s t  ten a re  t o  open between 
April and September 1970. These will  provide classrooms f o r  80,000 



students.  An IBRD construction loan of $7.6 million i n  July 1968 
i s  helping finance the f i r s t  of 10 of 19 schools planned, and a 
second IBRD loan of $6.5 million i s  under discussion. A.I.D., 
UNESCO and the Peace Corps have provided technical ass is tance t o  
support the program since 1967. A.I.D. 's current  technical a s s i s t -  
ance emphasizes curricul um reform, secondary teacher- t ra i  ning , and 
school administration. In these e f f o r t s ,  three U.S. university 
contract  groups are  working with the Ministry of Education, the 
I n s t i t u t e  of Higher Education, and the Colleges of Education of 
the Universities of Antioquia and Valle. A.I.D. has a l so  financed 
t ra in ing  f o r  secondary school administrators a t  the Universities 
of New Mexico and Fl o r i  da . 
The Government has created Regional Education Funds t o  decentral i ze 
the control of education, eliminate duplication in building con- 
s t r uc t i on ,  and improve administration and financing of departmental 
and municipal education. The Colombian Pedagogical I n s t i t u t e  
(INCOLPE) was created t o  carry out basic research in primary 
education and t o  supervise the wri t ing,  pub1 ica t ion ,  d i s t r ibu t ion  
and evaluation of primary textbooks and other  instruct ional  materi- 
a l s .  The Colombian I n s t i t u t e  f o r  Higher Education (ICFES) was 
establ ished t o  coordinate longe-range national policy f o r  the 
development of higher education. A .  I .  D .  bas ass i s ted  the Education 
Ministry Planning Office through short-term special i s t s  in  such 
areas a s  planning, curriculum, textbooks, teacher t ra in ing  and 
s t a t i s t i c s .  A.1 . D .  technical ass is tance also supports Colombia's 
e f f o r t s  t o  build l a rger  urban and rural consolidated primary 
schools, with improved curriculum and teaching methods, by long- 
term academic t r a i  n i  ng fo r  key Colombian off  i ci  a1 s ,  wi t h  programs 
f o r  the adoption of modern educational techno1 ogy t o  Colombian 
needs, and with assis tance in f inancial  planning t o  meet educational 
object ives .  

Urban Devel opment 

Colombia i s  faced with a growing urban sec tor  population, with 19 
c i t i e s  already having populations of 100,000 peop.le o r  more. By 
1969 the country was more than 50% urban. 

Rapid c i t y  growth has caused d i s to r t ions  in the economy. As poor 
rural inhabitants move to  the c i t y ,  income d is t r ibu t ion  becomes 
more uneven and wage r a t e s  are  depressed while added consumer 
demand pushes general pri  ce 1 evel s upward. Unemployment 1 evel s 
are  as  high as  20-25% in some major urban areas and will threaten 
socio-economic progress and po l i t i c a l  s t a b i l i t y  unless s teps  are  
taken t o  in tegra te  new urban migrants more e f fec t ive ly .  

Social problems a re  equally g rea t .  Housing i s  grossly inadequate. 
The National Housing I n s t i t u t e  estimates t ha t  a 300% annual 
increase in housing funds i s  needed to  match population growth 
a1 one. More school s , heal t h  and municipal services  , soci a1 we1 f a r e  
programs, and job t ra in ing  centers a re  needed t o  meet increased 
demand. 



While providing increased resources f o r  urban needs, a1 1 leve l s  of 
government a re  1 imited by lack of su f f i c i en t  funds, poor coordina- 
t ion  among responsible governmental agencies,  and def ic iencies  in 
urban planning and c i t y  government administration. 

Economic S tab i l i za t ion  

Assistance Needs and Goals - Colombia must mobilize g rea te r  public 
and pr ivate  resources t o  expand investment and production and to  
provide employment and education opportunities.  While gains from 
a r i s e  in coffee pr ices  may temporarily re l i eve  any balance of 
payments r e s t r a i n t  on economic growth, the 1 ong-term solution t o  
Colombia's foreign exchange needs l i e s  in continued steady in- 
creases in minor exports t o  provide needed foreign exchange. 
Insuf f ic ien t  savings and investment r a t e s  a l so  i nh ib i t  sustained 
high level growth. A.I.D. lending will help support Colombia's 
e f f o r t  t o  overcome these r e s t r a i n t s ,  whi l e  maintaining price 
s t a b i  1 i t y .  

Performance and Self-Help - Colombia has kept i n f l a t i on  down with 
sound f i s ca l  and m0netar.y po l ic ies .  In 1968 and 1969 cos t  of l ivinq 
increases were held t o  61 5% and 8.5%, respect ively,  compared t o  an " 

average year ly  increase of 16.5% between 1962-66. 

Minor exports rose 31% in I968 and 33% in 1969. Government 
incentives t o  exporters include a tax c r e d i t ,  customs duty rebates ,  
a f l e x i b l e  exchange r a t e  policy and an Export Development Fund t o  
provide c r e d i t  and marketing ass i s tance .  

The Col ombi an Government increased import 1 i censes from $521 m i  1 1 ion 
in  1968 t o  $638 mil 1 ion in 1969. Steady increases in essen t ia l  
imports a re  necessary t o  continued economic growth. A .  I . D .  lending, 
together with Colombia's impressive performance on minor exports ,  
has contributed to  these higher import l eve l s .  

Total investment rose by 22% i n  1968 and 9.0% in 1969. As a 
percentage of GNP, t o t a l  investment rose from 18.7% of GNP in 
1967 t o  22.1% in 1969. 

FY 1971 PROGRAM 

An A.1 . D .  program of $78.0 million i s  planned t o  support Colombian 
e f f o r t s . i n  agr icu l tu re ,  education, urban development, and economic 
s t ab i l i z a t i on .  The loan program consis ts  of a $15 million agr i -  
cu l tu re  sec tor  loan, a $15.0 million education sec tor  loan, a 
$10.0 mil 1 ion urban sec tor  loan, and a $35 mil 1 ion program loan. 
Also planned a re  a Technical Assistance program of $2.8 mill ion, 
and $200,000 i n  grants  from loan funds f o r  population programs 
under T i t l e  X. 

A.I.D. will  continue t o  coordinate U.S. ass i s tance  with the World 
Bank-led Consu! t a t i v e  Group which mobi 1 ized development loans 
to ta l ing  $220.1 million during FY 1969, in addition t o  A.I.D. loan 
ass i s tance .  



Agricul tura l  s e c t o r  loans of $15 mil 1 ion in  FY 1970 and $15 mil 1 ion 
i n  FY 1971 a r e  pl anned, w i  t h  up t o  $1.4 mi 11 ion of each 1 oan ear-  
marked each year  t o  fund technical  a s s i s t ance .  These loans wi l l  
encourage f u r t h e r  improvement in  agr icul  t u r a l  pl anning and pol i cy  
formulation by the  Agricul ture  Minis t ry ,  continued production 
c r e d i t  f o r  small farmers,  more land reform, and expanded agr icu l -  
tu ra l  expor ts  o t h e r  than coffee .  A two-year $16.4 mil 1 ion P.L. 480, 
T i t l e  I s a l e s  agreement f o r  wheat and tobacco i s  t o  be signed in  
FY 1970. 

Technical Assistance g ran t s  t o t a l  ing $590,000 wi l l  fund USDA 
advi so r s  f o r  the  Agri cul t u r a l  Mini s t r y  Planning Off ice  and con t rac t  
advisors  t o  he1 P develop a c e n t e r  f o r  t r a i n i n g  agrar ian reform 
agencies' personnel i n  management of i r r i g a t i o n  d i s t r i c t s .  

COLOMBIA 

Caunterpart  generations from the  FY 1969 education s e c t o r  loan of 
$10.0 mi l l ion  and the  an t i c ipa ted  FY 1970 and 1971 loans of $15.0 
mil l ion and $15.0 mil l ion respec t ive ly  each a r e  t o  be used t o  
strengthen Colombian capabi 1 i t i e s  f o r  education policymaking and 
management, a s  well as  t o  provide f inanc ia l  resources f o r  inves t -  
ment. In FY 1971, the  s e c t o r  loan and technical  a s s i s t ance  wi l l  
support  pol i c i  es  leading toward eventual universal  primary 
education; expansion of the  cu r ren t  secondary reform program t o  
a1 1 pub1 i c schools ,  r a t i o n a l i z a t i o n  of higher education planning, 
f inance,  and textbook systems, and improved adu l t  education.  

In FY 1971 A.I.D. plans an urban s e c t o r  loan of $10.0 mi l l ion  t o  
a s s i s t  government e f f o r t s  t o  adopt and implement e f f e c t i v e  urban 
p o l i c i e s  and programs, t o  provide fore ign exchange c o s t s  of 
e s s e n t i a l  imports t o  a t t c a c t  indust ry  t o  p r i o r i t y  urban a r e a s ,  and 
t o  provide addi t ional  local  currency f o r  f inancing urban develop- 
ment p ro jec t s  and programs i n  these  key a reas .  Technical Ass i s t -  
ance funds t o t a l i n g  $290,000 wi l l  support  continued advice and 
t r a i n i n g  r e l a t e d  t o  housing and slum improvement, and t o  e s t a b l i s h -  
ment of a regional and urban cen te r  in  a se lec ted  c i t y  capable of 
planning development p r i o r i t i e s  and programs. The housing invest -  
ment guarantee program wil l  continue t o  encourage p r i v a t e  housing 
const ruct ion beyond t h e  cu r ren t  level  of $33 mil l i o n .  

A.I.D. i s  providing a $40.0 mi l l ion  program loan i n  1970 and 
proposes a $35.0, m i  11 ion program loan i n  1971 . Counterpart 
generated from comodi t y  sa l  e s  under program 1 oans wi 11 f i nance 
high p r i o r i t y  p ro jec t s  and programs i n  t h e  publ ic  s e c t o r  invest -  
ment budget while t h a t  generated by do1 l a r  s a l e s  under the  th ree  
s e c t o r  loans i s  t o  be a l loca ted  t o  j o i n t l y  agreed sec to ra l  
p ro jec t s  and programs. Technical Assistance t o t a l i n g  $100,000 
t o  support  t ax  adminis t ra t ion a c t i v i t i e s  wi l l  continue through 
FY 1971. 



OTHER SECTORS 

A1 though a g r i c u l  t u r e ,  educat ion  ,urban development and economic 
s t a b i l i z a t i o n  a r e  t h e  t o p  p r i o r i t i e s  f o r  FY 1971 and w i l l  
r e c e i v e  t h e  m a j o r i t y  o f  AID ass is tance,  o t h e r  areas a r e  impo r tan t  
and w i l l  r e c e i v e  cons ide rab le  a t t e n t i o n .  

Techn ica l  Ass is tance p r o j e c t s  f o r  FY 1971 i n c l u d e  1  abor develop- 
ment ($200,000), pub1 i c  s a f e t y  ($240,000), l e g a l  r e fo rm  ($9O,OOO), 
demographic resea rch  ($200,000) and a  Spec ia l  Development Ac t1  - 
v i t i e s  Fund ($50,000) f o r  l o c a l  s e l f - h e l p  a c t i v i t i e s .  

CENTRAL AMERICAN ECONOMIC COMMUNITY 
U.S. AID OBJECTIVES 

The Un i t ed  Sta tes  supports e f f o r t s  of t h e  f i v e  Cent ra l  American 
c o u n t r i e s  t o  p e r f e c t  t h e i r  Common Market  and e s t a b l i s h  a  Cent ra l  
American Eeonomi c  Communi t y  as t h e  mos t e f f e c t i v e  means o f  assur -  
i n g  t h e i r  cont inued growth.  A. I. D. programs i n  each of t h e  f i v e  
c o u n t r i e s  f u r t h e r  t h i s  r e g i o n a l  o b j e c t i v e  on a  n a t i o n a l  bas i s ;  and 
a Regional O f f i c e  o f  Cent ra l  America and Panama (ROCAP) complements 
these b i  1  a t e r a l  a c t i  v i  t i e s  by work i  ng wi t h  Cent ra l  Ameri can i nte -  
g r a t i o n  i n s t i t u t i o n s .  

U.S. r eg iona l  and coun t r y  o b j e c t i v e s  i n  Cen t ra l  America a re  mutu- 
a l l y  r e i n f o r c i n g .  For  example, A. I. D. programs a t  t h e  n a t i o n a l  
1  eve l  t o  encourage a g r i  c u l  t u r a l  d i v e r s i f i c a t i o n  and r u r a l  devel  op- 
ment a r e  coo rd ina ted  w i t h  A.I.D. e f f o r t s  a t  t h e  r e g i o n a l  l e v e l  t o  
suppor t  t h e  f r am i  ng o f  common po l  i c i  es govern ing  p r i  c i  ng , storage 
and d i s t r i b u t i o n .  Regional educat ion  a c t i v i t i e s  d i r e c t l y  suppor t  
b i l a t e r a l  educat ion  p r o j e c t s  - a t  t h e  e lementary l e v e l  th rough 
e f f i e i e n t  p roduc t i on  o f  a  common s e t  of tex tbooks ;  and a t  t he  
u n i v e r s i t y  1  eve l  th rough ass is tance i n es tab l  i s h i  ng a  r e g i o n a l  l y  
coo rd ina ted  u n i v e r s i t y  system. 

PROBLEMS AND PROGRESS 

It i s  now almost  10 years  s i n c e  t h e  c o u n t r i e s  o f  Cent ra l  America 
i n  1960 made t h e i r  b a s i c  commi tment t o  r e g i o n a l  i n t e  r a t i o n .  The 
es tab l i shmen t  o f  t h e  Cent ra l  American Common Market  YCACM) and i t s  
development ove r  t h e  course o f  t h e  p a s t  decade i s  a  remarkable 
accomplishment. Growth of i n t e r n a l  t r a d e  w i t h i n  t h e  CACM, f rom 
$31 m i l l i o n  i n  1960 t o  $263 m i l l i o n  (es t imated)  i n  1969, i s  an 
i m p o r t a n t  measure o f  t h i s  success. The i nc rease  i n  i n t r a - r e g i o n a l  
t r a d e  o f  more than 700 pe rcen t  i n d i c a t e s  t h e  e x t e n t  t o  which t h e  
f o r ces  o f  t h e  reg iona l  market  have begun t o  govern economic develop- 
ment i n  each o f  t he  Cent ra l  American c o u n t r i e s .  The s i g n i f i c a n t  
i nc rease  i n  t r a d e  a1 so r e f 1  e c t s  t h e  subs tan t i  a1 p r i v a t e  s e c t o r  
i n t e r e s t  developed i n  suppo r t  o f  an expanding CACM. 



Two general f a c t o r s  govern ing  t h e  course of f u t u r e  Cent ra l  American 
development w i l l  be t h e  region!$ a b i l i t y  t o  meet: 

- - t he  compel 1  i n g  need t o  acce le ra te  i n  a l l  f i v e  c o u n t r i e s  
t h e  r u r a l  s e c t o r  devel opment c r u c i  a1 t o  s u b s t a n t i  a1 1  ong- 
t e rm  economic growth; and 

- - t he  now we1 1  - recogn i  zed need t o  d i  vers i f y  p r o d u c t i  on i n  
o r d e r  t o  expand non - t rad i  t i o n a l  expor ts .  

Many o f  Cent ra l  Amer ica 's 15 m i l l i o n  people, p a r t i c u l a r l y  t h e  60 
pe rcen t  l i v i n g  i n  r u r a l  areas, do n o t  a c t i v e l y  p a r t i c i p a t e  i n  t h e  
commerical l i f e  o f  t h e  area.  Expansion o f  t h e  CACM, t he re fo re ,  i s  
d i r e c t l y  dependent on i n c o r p o r a t i n g  an i n c r e a s i n g  p r o p o r t i o n  o f  
these people i n t o  the  modern economy. Na t i ona l  r u r a l  development 
programs a re  necessary t o  accompl i sh t h i s  ; they  p rov ide  c r e d i t  t o  
smal l  farmers who do n o t  have access t o  commercial c r e d i t  sources, 
f u r n i s h  modern t echn i ca l  i n f o r m a t i o n  and improve market  o u t l e t s .  
A. I . D .  * r e c e n t l y  au tho r i zed  a  $23 m i l  1  i o n  l o a n  t o  suppor t  such a  
program i n Guatemal a. Comprehensive a g r i  c u l  t u r a l  s e c t o r  1  oans 
are  under s tudy  f o r  Costa R ica  and E l  Salvador. General c rop  
and 1  i v e s t o c k  loans have been i n  ope ra t i on  i n  Honduras and Nica-  
ragua. 

The need f o r  expo r t  d i v e r s i f i c a t i o n  has increased i n  recen t  years :  
Dur ing  t h e  p e r i  od 1960-66 Cent ra l  Ameri ca enjoyed an unusual l y  
f a v o r a b l e  market  f o r  i t s  t r a d i t i o n a l  expor ts  -- co f f ee ,  c o t t o n  and 
bananas. The s t imu lus  o f  r a p i d l y  expandin expo r t s  l e d  t o  a  h i g h  
r a t e  o f  economic growth w i t h i n  t h e  r e g i o n  76% annua l l y  d u r i n g  t h e  
p e r i o d  1961 -66). Bu't s i nce  1966 expor ts  have ceased t o  expand a t  
t h e  prev ious  r a p i d  pace. Cof fee expo r t s  a re  now sub jec t  t o  quotas 
under t h e  I n t e r n a t i o n a l  Cof fee Agreement. Cot ton expor ts  nave 
ceased t o  grow as a  r e s u l t  o f  a  weaker i n t e r n a t i o n a l  c o t t o n  market  
and o f  i n t e r n a l  p roduc t i on  problems. 

A  t h i r d  f a c t o r  a f f e c t i n g  Cent ra l  American development i s  t h e  need 
f o r  s t r u c t u r a l  improvements i n  t h e  CACM. 

By 1969 the re  was general  agreement t h a t  t h e  ve ry  success o f  t h e  
CACM had g i ven  r i s e  t o  a  new "second genera t ion"  s e r i e s  o f  p ro-  
b l  ems. These p rob l  ems i n c l  uded : 

--Uneven devel opment o f  i ndus t r y  among the  c o u n t r i e s  . 
Predomi nant  l y  a g r i  c u l  t u r a l  Honduras and N i  caragua were con- 
cerned because they  had been i m p o r t i n g  i ncreas i  ng q u a n t i t i e s  
o f  manufactured goods f rom t h e i r  neighbors,  b u t  had expor ted  
re1  a t i  v e l y  1  i ttl e. Moreover, d isplacement o f  du ty -pay i  ng 
impo r t s  f rom o u t s i d e  t h e  CACM by t h e  t a r i f f - f r e e  impor ts  o f  
i n t r a - r e g i o n a l  t r a d e  had l e d  t o  se r i ous  l o s s  o f  f i s c a l  revenue, 
p a r t i c u l a r l y  i n  t he  case o f  Nicaragua. 



--Competing o b j e c t i v e s  i n  i n d u s t r i a l  p o l  i c y :  

I n  p romot ing  new i n d u s t r y  t h e  i n c e n t i v e s  g ran ted  o f t en  i n -  
c l  uded t a r i f f - f r e e  t rea tment  of impor ted  raw m a t e r i a l  s, f o s -  
t e r i n g  assembly-type i n d u s t r y  i n  which t he  Cent ra l  American 
c o n t r i b u t i o n ,  i n  terms o f  "value-added", was o f  l i t t l e  s i g -  
n i f i c a n c e .  The f i v e  c o u n t r i e s  i n  e a r l y  1969 r a t i f i e d  a  
common f i s c a l  i n c e n t i v e s  t r e a t y  as a  f i r s t  s tep  toward r e -  
v i s i n g  i n d u s t r i a l  p o l i c y .  S t i l l  needed i s  r e v i s i o n  o f  i n -  
d u s t r i a l  i n c e n t i v e s  t o  g i v e  adequate i n c e n t i v e  t o  p roduc t i on  
f o r  expo r t .  

Cent ra l  American i n d u s t r i a l  p o l i c y  has been o r i e n t e d  towards 
p roduc t i on  o f  impo r t  s u b s t i t u t e s  , and many e x i s t i  ng producers 
w i l l  have d i f f i c u l t y  p roduc ing  f o r  e x p o r t  o u t s i d e  t he  reg ion .  

--Differing pri ce supports for food crops : 

Bas ic  g r a i n s  (corn,  beans, r i c e  and g r a i n  sorghums) were 
g i ven  r e g i o n a l  f ree  t r a d e  s t a t u s  by  t h e  CACM t r e a t i e s ,  b u t  
d i f f e r e n c e s  i n  t h e  l e v e l  o f  p r i c e  suppor t  p rov ided  these 
commodities have hampered achievement o f  an e f f e c t i v e  reg-  
i o n a l  a g r i c u l t u r a l  market .  The ne?d f o r  c l o s e r  i n t e g r a t i o n  
o f  f i v e  separa te  a g r i  cu l  t u r a l  economies i s  a1 so recogn i  zed. 

A t  a  meet ing i n  Tegucigalpa on March 20, 1969 r e p r e s e n t a t i v e s  
o f  t h e  f i v e  c o u n t r i e s  agreed t o  seek s o l u t i o n s  t o  t h e  pro-  
b l  ems out1 i ned above. They agreed i n  . p r i n c i p l e  on estaS1 i sh- 
ment o f  a  1  i m i  t e d  customs union,  on r e f o r m  o f  f i s c a l  i ncen- 
t i v e s  and on an e f f e c t i v e  reg iona l  market  f o r  t h e  bas i c  
g ra ins .  A1 though t h e  E l  Sal vador-Honduras conf  1  i c t  i n t e r -  
r u p t e d  d iscuss ions ,  as w e l l  as i n t r a - r e g i o n a l  t r ade ,  by 
October 1969 a  s low recovery  i n  t r a d e  was no t i ceab le ;  i n  
December 1969 an Ad Hoc Adv isory  Commission was es tab l  i s h e d  
t o  s tudy  s t r u c t u r a l  problems t o  t h e  CACM. 

An impo r tan t  f o rwa rd  s t e p  i n  t h e  i n t e g r a t i o n  movement occur-  
r e d  on October 1, 1969 when t h e  c e n t r a l  bank p res iden ts  o f  
t h e  f i v e  Cent ra l  American c o u n t r i e s  s igned an agreement t o  
c r e a t e  a  monetary s t a b l i z a t i o n  fund.  The fund  w i l l  be used 
t o  promote exchancle s t a b i  1  i t y  and coo rd ina te  m0netar.y po l  i C.Y. 
A. I. D. has under s tudy  a  request  f o r  l o a n  ass i s tance  t o  t h e  
Stab1 i z a t i o n  Fund. 

FY 1971 PROGRAM 

The proposed FY 1971 program f o r  t h e  Cent ra l  American Economic 
Comnuni t y  compri ses $85.4 mi 11 i o n  i n  Devel opment Loans i n c l  u d i  ng 
$2 m i l l i o n  i n  g r a n t  f und ing  f o r  popu la t i on  and f .ami ly  p l ann ing  
a c t i v i t i e s  and $16.6 m i l l i o n  i n  Technical  Assistance.  The s p e c i f i c  
p r o j e c t s  a r e  descr ibed i n  t h e  ROCAP and coun t r y  sec t i ons  which 
f o l l o w .  These t o t a l  s  i nc lude ,  a t  t h e  r e g i o n a l  l e v e l ,  a  l o a n  o f  
$30 mi 11 i o n  t o  suppor t  t he  development o f  non - t rad i  t i o n a l  expor ts ,  
a  $10 m i l  1  i o n  1  oan t o  suppor t  t h e  monetary s t a b i l i z a t i o n  fund,  and 



a t e c h n i c a l  ass is tance program of $3.4 m i l l  i o n  t o  be admin is te red  
by ROCAP. The balance - $45.4 mi 11 i o n  i n  development loans and 
$13.2 m i l l  i o n  i n  t echn i ca l  ass is tance - i s  f o r  b i l a t e r a l  p ro -  
grams i n  t h e  f i v e  c o u n t r i e s .  The proposed l o a n  program emphasizes 
r u r a l  devel opment, especi  a1 l y  f o s t e r i  ng more a c t i v e  r u r a l  p a r t i  c i  - 
p a t i o n  i n  commercial 1  i f e ,  and improved pr imary  educat ion .  

I n  c a r r y i n g  o u t  i t s  programs, A.1 .D. cooperates c l o s e l y  w i t h  t he  
o t h e r  ex te rna l  ass is tance agencies ( p r i n c i p a l  l y  IBRD and IDB) 
work ing i n  Cent ra l  America, through p a r t i c i p a t i o n  i n  CIAP reviews 
o f  each coun t r y  program, and i nformal  i nter-agency contac ts .  For 
example, i n  March, 1970, A.I.D. and the  o t h e r  e x t e r n a l  ass is tance 
agencies j o i n e d  w i t h  the  Government o f  Honduras i n  a  sys temat ic  
rev iew o f  Honduran devel opment p r i  o r i  t i e s .  

REGIONAL OFFICE OF CENTRAL AMERICA AND PANAMA (ROCAP) 

U.S. AID OBJECTIVES 

PROGRAM SUMMARY 
(In millions of dollars) 

A.I.D. seeks t o  a s s i s t  t he  Cent ra l  A m e r i c a ~  ! ,at ions i n  t h e i r  e f f o r t s  
t o  advance t h e  i n t e g r a t i o n  o f  t h e i r  economies through p rog ress i ve  
development of t h e  Centra l  American Common Market (CACM). A  reg-  
i o n a l  A. I. D. M i  s s i on  (ROCAP) , es tab l  i shed  i n  Cent ra l  Ameri c a y  pro-  
v ides  t echn i ca l  ass is tance t o  t h e  p r i n c i p a l  CACM i n s t i t u t i o n s  - 
p r i m a r i l y ,  t h e  Common Market S e c r e t a r i a t  (SIECA) and t h e  Cent ra l  
American Bank f o r  Economic I n t e g r a t i o n  (CABEI) - which c a r r y  o u t  
research and s t a f f  a n a l y s i s  on t h e  major  po l  i c y  and ope ra t i ona l  
problems o f  economic i n t e g r a t i o n .  A. I. D. thereby  seeks t o  acce l -  
e r a t e  progress towards such goa ls  as achievement o f  a  customs union, 
a t ta inment  o f  an e f f e c t i v e  Cent ra l  American market  f o r  a g r i c u l t u r a l  
p roduc ts ,  r e fo rm  o f  i n d u s t r i  a1 po l  i c i e s  and g r e a t e r  i nte r - coun t r y  
coopera t ion  on monetary and exchange p o l i c i e s .  

PROBLEMS AND, PROSPECTS 

F Y  1971 
Proposed 

40.3" 
3.4 

43.7  , 

The Cent ra l  American Common Market was c rea ted  i n  1961 by  com- 
p l e t e l y  removi ng t r a d e  r e s t r i c t i o n s  on approx imate ly  95% o f  t h e  
reg ion  ' s  t o m r c e ,  Since t h a t  ti me t r a d e  wi t h i n  t h e  CACM increased 
over  800% f rom $31 mi 11 i o n  i n  1960 t o  an es t ima ted  $263 mi 11 i o n  i n  
1969. A1 so d u r i n g  t h i s  p e r i o d  severa l  r eg iona l  i n s t i t u t i o n s ,  
through which reg iona l  po l  i c i e s  a re  fo rmula ted  and imp1 emented, 
have grown and matured. 

* Inc ludes  g ran ts  o f  $424,000 i n  FY 1968, $186,000 i n  FY 1969, 
$250,000 i n  FY 1970, and $265,000 i n  FY 1971 f o r  p o p u l a t i o n  pro-  
grams under T i t l e  X o f  t h e  Fore ign  Assistance Act .  

FY 1970 
Eat  imated 

0.3" 
3.3 

3.5 

F Y  1969 
Actual  

3 0 . 2 ~  
3.8 

34.0 

Development Loans. . . . . 
Technical Assistance . . . 

Total A.I.D. Assistance 

FY  1968 
Actual 

0.4" - 3.4 

3.8 



The Comnon Market S e c r e t a r i a t  (SIECA), t h e  reg iona l  u n i t  d i r e c t l y  
concerned w i t h  the admin is t ra t i on  o f  t h e  CACM, provides t h e  s t a f f  
work t o  develop reg iona l  po l  i c i e s  on such matters as t a r i f f s  and 
trade, i n d u s t r i  a1 incen t i ves  , uni  form a g r i  cu l  t u r a l  prdces , and 
harmonization o f  country f i s c a l  pol  i c i e s .  

The reg iona l  development bank (CABEI), created i n  1961 through 
j o i n t  subsc r ip t i on  of c a p i t a l  by the Central  American Governments, 
has become the major source o f  long-term f i nanc ing  f o r  both  the  
pub1 i c  and p r i v a t e  sector  i n  Central America. With subs tan t ia l  
A. I. D. assistance CABEI has f inanced reg iona l  highways, t e l  ecom- 
munications and o t h e r  i n f r a s t r u c t u r e  t h a t  p h y s i c a l l y  t i e  the 
reg ion  together.  The Organizat ion o f  Central  American States 
(ODECA) provides adv isory  techn ica l  assistance t o  the f i v e  Central  
American Governments i n  devel oping reg iona l  po l  i c i  es i n  such areas 
as education, hea l th ,  1  abor and soc ia l  s e c u r i t y .  The Central 
American Monetary Counci 1, which works t o  coord inate  country ex- 
change and monetary po l  i c ies  , and the Central  Ameri can I n s t i  t u t e  
of Research and I n d u s t r i  a1 Technology ( ICAITI  ) , a reg iona l  tech- 
no1 og ica l  research bureau, are  o ther  examples o f  the  more than 
two dozen reg iona l  agencies t h a t  have been created as a  r e s u l t  o f  
country cooperat ion r e l a t e d  t o  t h e  Central American Common Market. 

The Common Market now faces a  ser ious chal lenqe s ince several  
c r i t i c a l  aspects o f  economic i n t e g r a t i o n  have y e t  t o  be accom- 
p l ished.  It has become necessary t o  devise workable so lu t i ons  t o  
problems which are n o t  on ly  techn ica l  l y  complex, b u t  which a l so  
i nvol ve t h e  na t iona l  pol  i ti ca l  i n t e r e s t s  and s e n s i t i v i t i e s  o f  f i v e  
d i f f e r e n t  count r ies .  There has been agreement i n  p r i n c i p l e  on 
format ion of a  l i m i t e d  customs union, establ ishment o f  an e f f e c t i v e  
reg iona l  market f o r  a g r i c u l t u r a l  products, and r e v i s i o n  o f  the t a x  
i n c e n t i v e  programs granted t o  encourage new indus t ry ;  b u t  agree- 
ment on a  t ime tab le  f o r  achieving these impor tant  goals, and t h e  
implementation o f  steps t o  assure t h e i r  accomplishment, are  t h e  
c r i  t i c a l  tasks of the f u t u r e .  

Moreover, t he re  are  two major development problems whi ch con f ron t  
the reg ion:  A subs tan t ia l  p a r t  o f  t he  t o t a l  popula t ion,  p a r t i c u -  
l a r l y  i n  r u r a l  areas, does n o t  a c t i v e l y  p a r t i c i p a t e  i n  the economic 
l i f e  o f  t h e  region; and t h e  expor t  s t r u c t u r e  depends upon f o u r  
t r a d i t i o n a l  products-bananas, cof fee,  sugar and c o t t o n - f o r  most o f  
i t s  f o r e i g n  exchange earnings. 

The Central American Common Market has achieved a  l e v e l  o f  member 
i n t e r e s t  and comni tment t h a t  has pe rm i t ted  i t  t o  su rv i ve  the cha l -  
1  enge o f  h o s t i  1  i t i e s  between two o f  i t s  members. The reg iona l  
organ izat ions have demonstrated t h e i r  v i a b i l  i t y  under the  h i g h l y  
adverse circumstances due t o  t h e  recent  armed c o n f l i c t  between 
El  Sal vador and Honduras. It i s  noteworthy t h a t  CABEI has. been 
ab le  t o  cont inue the  implementation o f  i t s  p r o j e c t s  desp i te  t h i s  
warfare between two member count r ies ;  and the  Central Bankers 
Mere ab le  t o  conclude an agreement t n  e s t a b l i s h  a  Monetary Sta- 
b i l i z a t i o n  Fund i n  October 1969, on ly  three months a f t e r  t h e  
armed con f l  i c t  . 



THE FY 1971 PROGRAM 

A. I .D. proposes a  FY 1971 program c o n s i s t i n g  of a  $30 m i l  1  i o n  
expo r t  development loan,  a  $10 mi 11 i o n  l o a n  t o  suppor t  monetary 
s t a b i l  i z a t i o n ,  a  $3.4 m i l l i o n  t e c h n i c a l  ass i s tance  program, p l u s  
$265,000 f rom l o a n  funds f o r  popu la t i on  programs. 

Expor t  and Tourism Development. A. I. D. proposes a  1  oan o f  $30 
mi 11 i o n  t o  CABEI f o r  devel  o ~ m e n t  o f  non - t rad i  t i o n a l  e x ~ o r t s  . 
Pr imar i  l y  f o r  a g r o - i n d u s t r i  a1 p r o j e c t s  i n  t h e  p r i v a t e  i e c t o r ,  t h f s  
l o a n  would a l s o  f i nance  investments i n  c o n s t r u c t i o n  which are  es- 
s e n t i a l  t o  t h e  development o f  tour ism.  Th i s  l o a n  w i l l  h e l p  f i n -  
ance t h e  f i r s t  ma jor  program t o  d i v e r s i f y  and expand t h e  f o r e i g n  
exchange e a r i  ngs o f  t h e  Cent ra l  American coun t r i es .  Techn ica l  
ass i s tance  i s  a l s o  o f f e r e d  t o  a s s i s t  t h e  r e g i o n a l  i n s t i t u t i o n s  
and p r i  va te  s e c t o r  groups t o  i d e n t i  f y  e x p o r t  market  oppo r tun i  t i e s ,  
and t o  f i nance  the  o r g a n i z a t i o n a l  arrangement and p o l i c i e s  needed 
t o  t ake  advantage o f  these o p p o r t u n i t i e s .  

Monetary S t a b i l i z a t i o n  Fund. I n  l a t e  1969 t h e  f i v e  Cent ra l  Banks 
o f  t he  r e g i o n  agreed t o  e s t a b l i s h  a  Cent ra l  American S t a b i l i z a t i o n  
Fund and t o  c a p i t a l i z e  t h a t  f und  w i t h  an i n i t i a l  c o n t r i b u t i o n  o f  
$5 m i l l  i o n  i n c l u d i n g  $1 m i l l  i o n  pe r  count ry .  Th i s  fund w i l l  p ro-  
v i d e  an impo r tan t  mechani sm f o r  coo rd i  n a t i  ng and harmoni z i n g  t h e  
n a t i o n a l  economic and f i s c a l  p o l i c i e s  o f  i t s  members, and i t  wi 11 
make p o s s i b l e  a  system o f  loans  t o  p rov ide  needed f i n a n c i a l  a s s i s -  
tance t o  those member c o u n t r i e s  expe r i  enc i  ng temporary ba l  ance o f  
payments d i  ff i c u l  ti es and 1  osses i n  reserves .  The o r g a n i z a t i o n  
o f  t h i s  fund w i l l  c o n s t i t u t e  an impo r tan t  f ounda t i on  t o  f u l l  mon- 
e t a r y  un ion .  

To suppor t  t h i s  i n i t i a t i v e ,  A. I. D. has i n d i c a t e d  w i  11 ingness t o  
cons ider  a $10 m i l l i o n  l o a n  proposal  i n  suppor t  o f  t h e  fund. Such 
l o a n  ass i s tance  i s  c o n d i t i o n a l  on t h e  assurance t h a t  t h e  Cent ra l  
Banks w i  11 p r o g r e s s i v e l y  i nc rease  t h e i  r own c o n t r i b u t i o n s  and take  
p o s i t i v e  s teps  t o  e s t a b l i s h  t h e  Fund as an independent l e g a l  en- 
ti t y  wi t h  c l  e a r l y  de f i ned  1  endi  ng powers. 

Regional I n f r a s t r u c t u r e .  A. I. D. has loaned $85 mi 11 i o n  t o  CABEI 
s i n c e  1965 f o r  r e g i o n a l  i n f r a s t r u c t u r e  inves tment .  Cent ra l  
American c o n t r i b u t i o n s  b r i n g  t he  t o t a l  ava i  1  ab le  f o r  t h i s  purpose 
t o  $104.5 m i l l i o n .  Most o f  t h e  funds have been committed f o r  
r e g i o n a l  highways. Cons t ruc t i on  i s  now under way on 890 m i l e s  o f  
road network, and no a d d i t i o n a l  A. I. D. c a p i t a l  ass i s tance  w i  11 be 
needed f o r  t h i s  program d u r i n g  FY 1971 . 
Educat ion.  ODECA, CSUCA ( r e g i o n a l  f e d e r a t i  on o f  Cent ra l  American 
pub1 i c u n i v e r s i t i e s ) ,  and FUPAC ( r e g i o n a l  f e d e r a t i o n  o f  p r i v a t e  
u n i v e r s i t i e s )  w i  11 cont inue t o  a s s i s t  i n  t h e  modern iza t ion  and 
c o o r d i n a t i o n  o f  t h e  f i v e  coun t r y  u n i v e r s i t y  educat iona l  systems. 
I n  FY 1971, A.I.D. w i l l  a s s i s t  t he  reg iona l  f e d e r a t i o n  o f  Cent ra l  
American u n i v e r s i t i e s  by p r o v i d i n g  expe r t s  t o  he1 p  formul  a t e  
improved c u r r i c u l a  i n  t h e  r e q i o n a l  schools o f  s a n i t a r y  enq ineer ing ,  
v e t e r i  nary  medi c i  ne and a g r i  c u l  t u r a l  s c i  ence. ROCAP wi  11 con t i nue  



i t s  assistance t o  the Central American Graduate School o f  Business 
(INCAE) t h a t  has been estab l ished and i s  operat ing under t h e  tech- 
n i c a l  guidance o f  Harvard Business School. Previous assistance 
has he1 ped f inance a  Regional Textbook Center which has produced 
22 e lemen~ary  textbook manuscripts which have been used t o  produce 
and d i s t r i b u t e  11 m i l l i o n  textbooks throughout the schools o f  
Central  America. The ODECA reg iona l  o f f i c e  f o r  educat ion p lann ing 
i s  engaged i n  educat ion eva lua t ion  and p lann ing i n  a l l  coun t r i es  
i n  t h e  region. 

Heal th  and Demographic Studies.  I n  FY 1971, A.I.D. proposes t o  
cont inue assistance f o r  a  reg iona l  t r a i n i n g  course i n  popula t ion 
and demographic a f f a i r s ,  as we l l  as a s s i s t  ODECA i n  the  coordina- 
t i o n  o f  Central American pub1 i c  hea l th  programs i n  such common 
hea l th  problems as malar ia  e rad ica t ion .  A. I .D. a l so  cen t ra l  i zes  
in the ROCAP Mission a1 1 technical  advisory as s i s tance  f o r  country 
programs o f  ma1 a r i  a  erad i  ca t ion .  

Labor. A con t rac t  w i t h  the  American I n s t i t u t e  o f  Free Labor 
b x o p m e n t  (AIFLD) f inances a  program o f  reg iona l  seminars and 
conferences f o r  l a b o r  leadersh ip  t r a i n i n g .  AIFLD i s  a l s o  support- 
i n g  the  Central  American Labor Federat ion t o  enable i t  t o  become 
an e f f e c t i v e  veh ic le  f o r  organized l a b o r  t o  p a r t i c i p a t e  i n  the 
i n t e g r a t i o n  movement. 

Other Technical Assistance A c t i v i t i e s .  A modest program o f  ass i s -  
tance t o  B r i t i s h  Honduras i s  a l so  administered by ROCAP. This 
program cons is ts  o f  p a r t i c i p a n t  t r a i n i n g  grants f o r  c i v i  1  servants 
and techn ica l  assistance i n  education, vocat iona l  t r a i n i n g  and 
investment development. 

COSTA RICA 

1- PROGRAM SUMMARY 1 

Total A.I.D. Ass'Is)QM* 5.1 1 13.9 1 3.1 1 13.0 1 

I 

* Includes $320,000 i n  FY 1968, $308,000 i n  FY 1969, $393,000 i n  
FY 1970 and $243,000 i n  FY 1971 for  ~ o ~ u l a t i o n / f a m i  l y  p lann ing 
program. 

U.S. AID OBJECTIVES 

A.I.D. seeks t o  he lp  Costa Rica broaden and acce lera te  the  growth 
o f  i t s  a g r i  cu l  t u r a l  sector ,  enhance popular p a r t i c i p a t i o n  i n 

, 
, 

(In millions of dollars) 

1 - 6  

FY 1970 
Estimated 

1.4* 

FY 1969 
Actual 

12.5* 
Technical Assistance . . . , 1 . 3  
Developmmt Loans. . . . . 

FY 1971 
Proposed 

11.4* 

FY 1968 
Actual 

3.8" 
1.4 1 . 7  



development , and broaden i t s  i ndus t r i  a1 base, parti cul arly wi t h -  
in the Central American Common Market framework. 

~NOBLEMS AND PROGRESS 

As a result  of i t s  long democratic t radi t ion ,  an ample endowment 
of natural resources, a high l i teracy r a t e ,  and the stimulation 
of the Central American Common Market (CACM) , the Costa Rican 
economy has grown by more than 7% annually over the past f ive  
years. Per capita GNP approximates $450, by f a r  the highest in 
Central America. Costa Rica has good prospects for  sustained 
high levels of investment, particularly in banana production, 
which has more than doubled in the past f ive years and in 1 i ght 
manufacturi ng .  

In the short r u n ,  the principal obstacle to sustained growth i s  
a budgetary de f i c i t  which, while less troublesome than in recent 
years, has threatened economic stabil  i t y  and coul d do so again. 
Balance of payments performance has shown great improvement and 
reserves are a t  all-time high. 

In the longer run, special e f fo r t  i s  needed to overcome the ten- 
dency toward uneven economic growth. The Costa Rican economy i s  
characterized by the existence of a highly-developed and ef f ic ient  
agricul tural export sector ,  concentrated in coffee and bananas, 
side-by-side with ineff icient  agricultural production fo r  local 
consumption and a fledgl ing, and inef f ic ient ,  industrial sector. 
Both the budgetary problem and the uneven growth pattern have con- 
t r i  buted to ,  and ref1 ec t ,  the tendency for  growth benefits to  be 
shared unequal ly with the weal thy improvina the i r  position more 
rapidly than the middle and lower classes. 

FY 1971 PROGRAM 

The proposed FY 1971 A.I.D. program includes $11.2 million in 
development 1 oans and $1.6 mi 11 ion i n  technical assistance. A .  I .D. 
wi 11 support the government's e f for t  to  solve the problem of un-  
bal anced growth with a $10 mil 1 ion agricul tural sector loan, 
desi gned to he1 p moderni ze the agri cul tural economy, principal 1 y 
small farmer operations. Coupled with Costa Rican reform and re- 
sources, t h i s  A.I.D. support to credit  programs, improved market- 
ing, expansion of cooperatives, strengthening of ti t l  i n g  systems, 
and other re1 ated inputs, should lead to  measurable improvements 
in overall production and in earnings for  the campesino. Since 
80% of Costa Rica's farms are smaller than 100 acres, s ignif icant  
improvements in small farmer productivity can have major consequen- 
ces for  overall agri cul tural production. 

A second FY 1971 1 oan of $1 .2  mi 11 ion i s  under study for  the pur -  
pose of moderni zing Costa Ri ca ' s  port administration. Past in- 
eff iciencies cost the country several mil 1 ion do1 1 ars each year 
in increased freight  rates 



Technical  ass i s tance  p r o j e c t s  t o t a l  1  i n g  $21 5,000 i n  t h e  areas o f  
community devel  opment, coopera t ives  , 1  abor unions , and improve- 
ments i n  t h e  l e g a l  system a r e  proposed f o r  t h e  FY 1971. These 
a c t i v i t i e s  a r e  aimed a t  i n c r e a s i n g  o p p o r t u n i t y  f o r  low income 
i n d i v i d u a l s .  The popul a t i o n  i s  growing a t  3.4% p e r  yea r ,  and 
A. I .D. w i l l  p rov ide  $243,000 t o  con t i nue  ass i s tance  t o  t he  
n a t i o n a l  f a m i l y  p l ann ing  program, one of t h e  most p rom is ing  
i n  L a t i n  America. 

Techn ica l  ass i s tance  i n  t a x  and customs work c o s t i n g  $146,000 
w i l l  c o n t r i b u t e  toward s o l u t i o n  o f  t h e  f i s c a l  problem and more 
equ i  tab1 e  d i s t r i b u t i o n  o f  t h e  t a x  burden through improved admi n- 
i s t r a t i  on. A  pub1 i c s a f e t y  program c o s t i  ng $200,000 w i  11 con t i nue  
suppor t  t o  improve t h e  p r o f e s s i o n a l i s m  and e f f i c i e n c y  o f  Costa 
R i  ca ' s  po l  i ce fo r ces .  

EL SALVADOR 

PROGRAM SUMMARY 
( In millions of dollors) 

FY 1970; and $324,000 i n  FY 1971 f o r  popu la t i on  programs under 
T i t l e  X o f  t h e  Fore ign  Assistance Ac t .  

Development Loans. . . . . 
Technical Assistance . . . 

U.S. A I D  OBJECTIVES 

J o i n t  Sal vadoran-U.S. e f f o r t s  i nc lude  ( 1  ) d i v e r s i f i c a t i o n  dnd 
improvement o f  a g r i  c u l  t u r a l  p r o d u c t i  on wi t h  t he  u l  t i m a t e  o b j e c t i  ve 
o f  g r e a t l y  i n c r e a s i n g  t h e  p a r t i c i p a t i o n  o f  i s01  a ted  r u r a l  elements 
i n  modern economic l i f e ;  ( 2 )  improvement and r e f o r m  o f  t h e  educa- 
t i o n a l  system, i n c l u d i n g  i n t r o d u c t i o n  o f  an i n s t r u c t i o n a l  t e l e -  
v i s i o n  system; and ( 3 )  ex tens ion  o f  f a m i l y  p l ann ing  se rv i ces .  

FY 1968 
Actual 

6.3* 
, 2 .O 

PROBLEMS AND PROSPECTS 

There has been an a la rm ing l y  r a p i d  r a t e  o f  popu la t i on  growth i n  
E l  Salvador,  p a r t i c u l a r l y  i n  l i q h t  o f  t he  c o u n t r y ' s  ve rv  l i m i t e d  
1  and resources.  A1 so t h e r e  a re  c o n t r a s t i  ng standards o f  1  i v i  ng , , 
w i t h  cons iderab le  concen t ra t i on  o f  wea l th  i n  t h e  hands o f  a  r e l a -  
t i v e  few. The economy i s  b a s i c a l l y  a g r i c u l t u r a l  and s t i l l  h e a v i l y  
dependent on t r a d i t i o n a l  crops - co f f ee ,  c o t t o n  and sugar. But  a  
v igorous  and growing p r i v a t e  i n d u s t r i a l  s e c t o r  has been spur red  by 
t he  Cent ra l  American Common Market. The recen t  i nc rease  i n  t h e  
p r i c e  o f  c o f f e e  has buoyed t h e  economy d u r i n g  a  p e r i o d  o f  a d j u s t -  
ment f o l l  owing t h e  c o n f l i c t  w i t h  Honduras. 

F Y  1969 
Actual 

8.6* 
2 .O 

F Y  1970 
Estimated 

5.3* 
2.0 

F Y  1971 
Proposed 

7.8* 
2.2 



In addi t ion  t o  i t s  t r a d i t i o n a l  dependence on a  few major crops ,  
t h e  a g r i c u l t u r a l  s e c t o r  i s  l imi t ed  in  i t s  growth prospects by 
re1 a t i v e l y  weak i n s t i t u t i o n a l  mechani sms , such a s  research and 
extens ion.  Progress in  education i s  made more d i f f i c u l t  by the  
coun t ry ' s  rapid  population growth r a t e .  A more e f f i c i e n t  system 
i s  required  t o  improve t h e  q u a l i t y  of education while at tempting 
t o  provide f o r  the  burgeoning school -age popul a t i o n .  

FY 1971 PROGRAM 

In FY 1971, A.I.D. plans t o  provide El Salvador with $7.5 mi l l ion  
in  Development Loans, $2.2 mi l l ion  in  Technical Ass is tance ,  and 
$324,000 f o r  population g ran t s  under T i t l e  X. 

Agricul ture .  The Government has r ecen t ly  completed a  comprehensive 
s e c t o r  plan f o r  development of Sal vadoran ag r i  cul t u r e  wi th in  a  
Central American regional framework. An A. I .  D .  ag r i  cul t u r e  s e c t o r  
loan of  $7.5 mi l l ion  i s  proposed t o  suppor t  t h i s  plan through 
.f inancing,  reorganizat ion and augmentation of a g r i c u l t u r a l  r e sea rch ,  
education and extens ion programs, and t h e  broadening of a  program 
of supervised a g r i c u l t u r a l  c r e d i t .  A major purpose of the  loan i s  
t o  stimul a t e  ag r i  c u l t u r a l  di  ve r s i  f i  ca t ion .  As now planned, t h e  
loan wi l l  suppor t  e f f o r t s  t o  fu rn i sh  a g r i c u l t u r e  c r e d i t  t o  some 
12,000 small and medium s c a l e  farm opera to r s ,  and t o  s t rengthen 
ru ra l  a g r i c u l t u r a l  coopera t ives  which promote local  i n i t i a t i v e  and 
mobilize local  resources f o r  se l f -he lp  improvement'. 

Education. In order  t o  make schooling a v a i l a b l e  t o  as many chi ldren 
a s  poss ib le ,  t h e  Government and ,A. I  . D .  began an educational  t e l e -  
v is ion p ro jec t  i n  1968. In 1970 t h i s  program wi l l  provide t e l e v i s e d  
i n s t r u c t i o n  t o  near ly  a l l  seventh-grade c l a s ses  and t o  p i l o t  e igh th -  
grade c l a s s e s .  A .  I .  D.  g rants  and 1  oans made i n  FY 1968 and 1969 a r e  
a s s i s t i n g  the  Government i n  const ruct ion of over 2,300 addi t ional  
primary classrooms f o r  90,000 s tudents  and a  normal school , and 
improving organizat ion opera t ions  of the  Ministry of Education. 
Complementing these  e f f o r t s ,  two mil 1  ion ODECA ( R O C A P  textbooks and 
teachers  ' gui des)  pub1 i  c a t i  ons have been pr i  n ted  and di  s t r i  buted i  n 
El Salvador.  By FY 1971 these  ma te r i a l s  wi l l  be a v a i l a b l e  f o r  
every sub jec t  in  the primary grades curriculum. 

Population.  Beginning in  1968, the  Government of El Salvador 
joined with A. I .  D. and a  p r i v a t e  demographic a s soc ia t ion  in  a  
r ap id ly  growing family planning program which w i l l ,  by 1971, hav 
200 c l i n i c s  o f fe r ing  s e r v i c e s  t o  a l l  who request  them. A.I.D. 
w i l l  provide $324,000 f o r  family planning a c t i v i t i e s  in  FY 1971. 



GUATEMALA 

PROGRAM SUMMARY 
(In millions of dollars ) 1 I FY 1969 FY 1970 FY 1971 1 

Actual I Estimated I Prowsod 

Total  A.I.D. Assistance I 11.2 1 6.1 1 28.4 1 10.2 
' ~ n c l u d e s  grants  o f  $396,000 i n  FY 1968, $512,000 i n  FY 1969, 

1 
$356,000 i n  FY 1970 and $349,000 i n  FY 1971 f o r  p o p u l a t i o n  
programs under T i t l e  X o f  t he  Fore ign  Assistance Act. 

Development Loans.  . . . . 
Technical Assistance . . . 
Supporting Ass is tance . .  . 

U.S. A I D  O B J E C T I V E S  

A. I. D. i s  a s s i s t i n g  t h e  Government o f  Guatemala t o  expand govern- 
ment programs i n  a g r i c u l t u r e  and educat ion ,  p a r t i c u l a r l y  i n  t h e  
r u r a l  areas, and t o  s t reng then  the  government's ab i  1 i t y  t o  con- 
t a i n  t h e  s e c u r i t y  t h r e a t  posed by a se r i ous  communist insurgency 
movement. 

9.0* 
2.3 

, 
- 

PROGRAM PROBLEMS AND PROGRESS 

Guatemala i s  a p redominant ly  a g r i c u l t u r a l  coun t r y  whose n a t i o n a l  
p roduc t  i s  unevenly d i s t r i b u t e d  among a r a p i d l y  growing p o p u l a t i o n  
o f  more t han  f i v e  m i l l i o n .  Almost h a l f  o f  these are I n d i a n  sub- 
s i s tence  farmers,  1 i v i n g  l a r g e l y  o u t s i d e  t h e  money economy and 
t h e  H ispan ic  c u l t u r e .  Most o f  t he  I nd ians  speak t h e i r  own l an -  
guages i n  p re ference t o  Spanish, which compl i c a t e s  i n s t r u c t i o n  
and c o n t r i b u t e s  t o  an i 11 i t e r a c y  r a t e  o f  more than 70 percent ,  
one o f  t he  h i g h e s t  i n  t h i s  hemisphere. 

3.1* 
2.6 . 

Popu la t ion ,  expanding a t  3.1 pe rcen t  annua l l y  combined w i t h  s t a t i c  
p roduc t ion ,  has f o r ced  smal l  farmers o f f  t he  l a n d  and i n t o  t h e  
towns, c r e a t i n g  a p o t e n t i a l l y  e x p l o s i v e  u n s e t t l e d  element o f  land- 
l e s s  workers. 

The f l u c t u a t i o n s  i n  Guatemala's annual growth r a t e  r e f l e c t  t he  
economy's heavy dependence upon expo r t s  o f  c o f f e e  and co t t on .  
Thus, pe r  c a p i t a  income grew moderate ly f rom 1961 th rough 1965, 
dropped d r a s t i c a l  l y  when i n t e r n a t i o n a l  p r i c e s  o f  these comnodi t i e s  
f e l l  i n  1967, then rose  aga in  when c o f f e e  p r i c e s  improved i n  
1968169. Las t  year ,  GNP rose by 5.7% and p e r  c a p i t a  income 
i nc reased  by about  2.7%. 

25.5* 
2.5 

The p resen t  government i s  seek ing  t o  i n t e g r a t e  t he  smal l  fa rmer  i n  
i n t o  t h e  n a t i o n a l  economy through a f i v e - y e a r  Rural  Development 
P l a n  (1970-74), c o s t i n g  $143 m i l  l i o n ,  and designed t o  achieve a 
s i x  pe rcen t  annual growth r a t e .  I n  suppor t  o f  t h i s  p lan ,  A.I.D. 
has made a v a i l a b l e  a $23 mi 11 i o n  r u r a l  development l oan  t o  he lp  

6.5* 
3.7 - 



f i nance  f o u r  p r o j e c t s :  modern iza t ion  o f  t he  p roduc t i on  and market- 
i n g  o f  bas i c  g ra ins ;  d i v e r s i f i c a t i o n  o f  crops i n t o  f r u i t ,  vegetables 
and f l owers  ; t e c h n i c a l  t r a i n i n g  f o r  farmers and a g r i  c u l  t u r a l  
o f f i c i a l s ;  and ass is tance t o  t h e  h a n d i c r a f t  i n d u s t r y .  

The communist insurgency movement has plagued Guatemala f o r  years  
w i t h  t e r r o r i s t  a t t acks ,  o f  which t he  machine-gunning o f  two 
American mi 1  i t a r y  adv i so rs  and the  subsequent s l a y i n g  o f  Ambassador 
k i n  i n  1968 were o n l y  t he  most spec tacu lar .  Dr iven f rom t h e  
coun t r ys ide  by t he  secu r i  t y  f o r ces  ' coynter - insurgency  campai gn o f  
1966-67, t h e  insurgents  have s ince  concent ra ted  i n  t he  c a p i t a l .  
They may have g r e a t l y  compl ica ted  t he  t ask  o f  t h e  p o l i c e  i n  main- 
t a i n i n g  law and o rde r .  I n  t h e i r  e f f o r t s  t o  d i s r u p t  t h e  1970 
e l e c t i o n  campaign they  have k i l l e d  p o l i c e  o f f i c e r s  and p o l i t i c a l  
1  eaders . 
Since i t  i s  upon t h e  p o l i c e ,  r a t h e r  than the  army, t h a t  t h e  main 
burden o f  suppressing t h e  insurgency now f a l l s ,  A. I .D. has stepped 
up i t s  a1 ready subs tan t i  a1 pub1 i c  s a f e t y  a c t i v i t i e s  i n  Guatemala 
by i n c r e a s i n g  adv isors ,  a c c e l e r a t i n g  p o l i c e  t r a i n i n g  and by au th-  
o r i z i n g  t h e  f i n a n c i n g  o f  a  p o l i c e  t r a i n i n g  and equipment main- 
tenance f a c i l i t y  i n  FY 1970. 

Dur ing t h e  p a s t  year ,  i n  a d d i t i o n  t o  i s s u i n g  t h e  f i v e - y e a r  A g r i -  
c u l t u r a l  Development Plan, t he  Government has c rea ted  a  new t a x  
c o u r t  and a  Tax Reform Commission w i t h  c e n t r a l i z e d  power over  t a x  
admini s t r a t i  on. A  P r e s i d e n t i  a1 Task Force t o  recommend improve- 
ments i n  t h e  qua1 i t y  o f  p r imary  educat ion  was a1 so c rea ted .  Over 
t h e  p a s t  f o u r  years  t h e  Government has b u i l t  2,383 new classrooms, 
e s t a b l i s h e d  schools f o r  t he  f i r s t  t ime i n  633 r u r a l  communities, 
and t r a i n e d  2,015 pr imary  teachers,  400 secondary teachers and 100 
b i l i n g u a l  teachers f o r  t h e  I n d i a n  schools.  

Family  p lann ing  s e r v i c e s  were expanded t o  a  t o t a l  o f  48 h e a l t h  
centers ,  h o s p i t a l s  and c l  i n i c s ,  p l u s  mobi le u n i t s .  The c u r r e n t  
r a t e  o f  over  1,500 ac'ceptors pe r  month i s  double t h a t  of a  y e a r  
ago. 

FY 1971 PROGRAM 

The FY 1971 program wi 11 complement t h e  Guatemalan Government's 
f i ve -yea r  A g r i c u l t u r a l  Development Plan. Th i s  p l an  i s  designed t o  
a t t a c k  r u r a l  backwardness and pove r t y  on severa l  f r o n t s  by 
i n c r e a s i n g  and d i v e r s i f y i n g  a g r i c u l t u r a l  p roduc t ion .  Emphasis i s  
on ass is tance t o  t he  smal l  farmer;  t he  progFam a l s o  i nc ludes  pro-  
v i s i o n s  f o r  roads, i r r i g a t i o n  and s to rage f a c i l i t i e s  and improv ing  
heal  t h  and educat ion  se rv i ces  i n  the  r u r a l  areas. 

The FY 1971 program inc ludes  $6.5 m i l  l i o n  i n  loans  and $3.7 m i l l  i o n  
i n  t e c h n i c a l  ass is tance.  A. I. D. proposes t o  i n i t i a t e  f o u r  tech-  
n i c a l  ass is tance  p r o j e c t s  i n  sup o r t  o f  t h e  $23 m i l l i o n  Rural 
Development Loan. These a re :  ( 1  an A g r i c u l t u r a l  Development 
p r o j e c t  t o  p rov ide  adv i so rs  on a g r i c u l t u r a l  bank ing  and c r e d i t ,  



on production, s torage and marketing of grains ,  f r u i t s  and 
vegetables on the t ra in ing  of agri cul tural  extension workers, and 
on the reorganization of the Ministry of Agriculture; ( 2 )  a 
cooperati ve-~evelopment project  which wi 11 -provide experts  on 
agr icu l tu ra l  and c r e d i t  cooperatives t o  a s s i s t  government e f f o r t s  
l o  develop a s e l f - su f f i c i en t  cooperative movement, integrated 
nat ional ly  through federat ions in the agr icu l tu re  and savings 
and c r ed i t  sec tors ;  (3 )  an Export Development project  t o  a s s i s t  
the government in ident i fying possible export products, and in 
devel opinq the ski 11 s and orqanizati  on necessary t o  market them 
abroad; and (4)  a Tax ~ d m i n i i t r a t i o n  project  to- provide advisory 
services  t o  the newly establ ished Tax Administration Reform 
Commission in the f i e l d  of tax co l lec t ion ,  data processing and 
operations and management techniques. 

In support of our FY 1968 A.I.D. Primary Education Loan, A.I.D. 
will  continue t o  provide grant technical ass is tance t o  help design 
and t e s t  cur r icu la  and teaching methods t o  meet the needs of the 
popul a t i  on in  the rural  areas ,  par t i cu la r ly  the cul tu ra l  l y  sepa- 
r a t e  Indian community. 

FY 1971 Technical Assistance funds wil l  continue support f o r  the 
highly successful rural 1 eadership t ra in ing  of approximately 
3500 rural  c i t i z ens  t o  assume act ive roles  in social  and economic 
development. Advisory services  t o  the National Pl anninq Counci 1 
wil l  a1 so be continued. The continuing insurgency t h r ea t  requires 
t h a t  A. I . D .  maintain i t s  Public Safety program by helping w i t h  the  
t ra in ing  of pol ice  forces a t  the A.I.D. - financed Police Academy 
t o  be constructed during the year ,  by helping the expansion of 
urban patrol operations, the operation of the Guatemalan crime 
lab ,  and with the servicing of vehicle ,  weapons and communications 
equipment. 

Municipal governments in rural  communities will  a l so  be helped t o  
expand t h e i r  r o l e  in  local development. Small grants under the 
Special Development Act ivi ty  wi 11 s t imulate  community organization 
and sel  f-help a c t i v i t i e s  s u c : ~  as school and road construct ion,  
building of bridges an'd water systems, e t c .  

In FY 1971, A.I.D. wil l  consider loans of $1.2 million f o r  malaria 
control , and $2 mi 11 ion fo r  two t ra in ing  cenlers  f o r  rural  health 
workers. Each of these 1 oans provides important col 1 a t e r a l  support 
to the Rural Development Program. A loan of $600,000 i s  projected 
for  an a i r  cargo terminal t ha t  wil l  serve as a central  f a c i l i t y  
f o r  the export of perishable agr icu l tu ra l  commodities. Final ly ,  
t o  meet current  s k i l l  de f ic ienc ies ,  a loan of $2.4 million i s  
proposed fo r  a vocational t ra in ing  center  capable of t ra in ing  
1,000 workers annual ly .  

External loan assis tance from IDB and IBRC f o r  FY 1971 i s  
expected t o  be a t  a r e l a t i ve ly  low level .  In 1969 IDB financed 
a Guatemala City Water Supply System ($15.5 mil 1 i on ) ,  Agricultural 
Credit  of $4.5 mill ion; and a University Education loan f o r  $9.5 
mil l ion.  Currently under consideration i s  a loan f o r  w a i n  



storage o f  $4.4 m i l l i o n .  IBRD's l a s t  loans t o  Guatemala were 
m i l l i o n  f o r  Secondary Educat ion and $7 m i l l i o n  f o r  E l e c t r i c a l  
Power. Loans f o r  highway cons t ruc t i on ,  c a t t l e  r a i s i n g  and 
telecommunications are under rev iew a t  t h i s  t ime by t he  World 
Bank . 

HONDURAS -- 

1 PROGRAM SUMMARY 1 
fln millions of dollars) 

Total A.I.D. Assistance 1 13.1 I 2.7 1 2.4 1 13.1 
* Inc ludes  g ran ts  o f  $100,000 i n  FY 1968; .$169,000 i n  FY 1969; 

Development Loans. . . . . 
Technical Assistance . . . 

$150,000 i n  FY 1970, and $523,000 i n  FY 1971 f o r  p o p u l a t i o n  
programs under T i t l e  X o f  t h e  Fore ign  Ass is tance Ac t .  

U.S. AID OBJECTIVES 

F Y  1968 
Actual 

11 .1* 
2.0 

Ob jec t i ves  o f  j o i n t  Honduras-U.S. e f f o r t s  con t i nue  t o  be t he  
improvement o f  t he  educa t i  on sys tem , upgradi  ng o f  manageri a1 and 
p r o f e s s i o n a l  s k i l l s ,  d i v e r s i f i c a t i o n  o f  a g r i c u l t u r e ,  development 
o f  f o r e s t r y ,  and s t i m u l a t i o n  o f  popu la r  p a r t i c i p a t i o n  i n  develop- 
inen t . 
PROBLEMS AND PROSPECTS 

F Y  1969 
Actual 

0.7* 
2.0 

Honduras i s  t he  l e a s t  developed Cent ra l  American coun t r y .  I t s  
t e r r a i n  i s  rugged and mountainous. The coun t r ys ide  i s  spa rse l y  
populated,  and the  economy i s  o v e r l y  dependent on t h e  e x p o r t  o f  
t r o p i c a l  a g r i  c u l  t u r a l  products,  c h i e f l y  bananas. These f a c t o r s  
i n h i b i t  communications and i n t e r n a l  market  development, and 
impai r Honduran ab i  1  i t y  t o  benef  i t from Cen t ra l  Ameri can economic 
i n t e g r a t i o n .  Honduras a l s o  s u f f e r s  from ve ry  weak p u b l i c  
i n s  ti t u  t i ons . The shor tage o f  t r a i  ned manpower, p a r t i  c u l  a r l y  i n 
government a d m i n i s t r a t i o n ,  impedes e f f e c t i v e  program and p r o j e c t  
f o r m u l a t i o n  and de l  ays implementat ion.  Th i s  s e r i o u s  b a r r i e r  t o  
development has 1  i m i  t e d  t h e  c o u n t r y ' s  c a p a c i t y  t o  absorb e x t e r n a l  
ass is tance.  Whi le some progress has been made toward m i t i g a t i n g  
these un favorab le  f a c t o r s ,  two se r i ous  developments i n  t h e  p a s t  
y e a r  have dampened near - te rm prospects .  These i n c l u d e  c o n f l i c t  
w i t h  E l  Salvador,  which d i sp laced  over  100,000 peop le  i n c l u d i n g  
many s k i l l e d  workers; and hu r r i cane  and f l o o d  d e s t r u c t i o n  o f  
about  $30 m i l l  i o n  t o  banana, co rn  and cane crops.  

FY 1971 PROGRAM 

F Y  1970 
Est ha ted  

0.2* 
2.2 

A .  I .  D. ' s  proposed FY 1971 ass is tance program t o  Honduras i nc ludes  
$9 m i l l i o n  i n  loans  t o  s t i m u l a t e  t h e  e x p o r t  o f  f o r e s t  p roduc ts .  
The proposed $3.6 mi 11 i o n  i n  t e c h n i c a l  ass is tance,  an i nc rease  
over  t he  FY 1970 l e v e l  , i s  in tended t o  i n t e n s i f y  A. I .D. e f f o r t s  

F Y  1971 
Proposed 

9.5* 
3.6 



to  ibprove professronal , manageri a1 and vocational s k i l l s ,  through 
partrci'pant tratning and advisory services t o  such ins t i tu t ions  as 
a new agrrculture and forestry college, and a secondary school of 
agri cul ture . Grant assistance wi 11 be increased i n  general second- 
ary education to  complement prior year loan assistance primari ly 
for  the training of faculty and Ministry of Education s t a f f .  An 
additional $523,000 representing an increase from $1 50,000 in 
FY 1970, i s  proposed for assistance in family planning. These 
funds will augment expanded government ef for ts  towards establishing 
an integrated national maternal child health system of 46 fixed 
and mobile c l in ics .  

Lack of an adequate fores t  management organization and s t a f f  has 
seriously slowed progress toward a national fores t  industry 
development program. Because Honduran forestry,  potenti a1 ly the 
major forest  industry within the Central American Comnon Market, 
holds so much promise both for  export diversif icat ion and indus- 
t r i a l  development, A .  I . D .  proposes a loan of $9 mi 11 ion for  
infrastructure (roads) and for  technical services,  principally to 
complement a large,  proposed U.S. private sector pulp and paper 
investment. A.I.D. will also provide increased technical ass is t -  
ance fo r  academic training of foresters  and development of 
managerial ski1 1s of personnel in the Ministry of Natural Resources. 

A .  I . D .  e f for ts  a t  expansion of popular participation in Honduras 
have been focused principally on agricultural and credit  union 
cooperatives f o r  which national federations have been formed. An 
A .  I . D .  - supported adult 1 i teracy program has succeeded in teach- 
i ng 40,000 rural ci t i  zens to  read and write. Rural cooperatives 
will receive technical assistance in FY 1971 to f a c i l i t a t e  the 
use of credits  made avai 1 able through an A .  I . D .  1 oan and to expand 
membershi ps . 
Through technical assistance in Pub1 i c Administration, A .  I . D .  i s  
supporting Government ef for ts  to improve i t s  performance in 
such areas as tax administration, organization and methods, f iscal  
management and pol ice administration. Increased grant funding fo r  
pub1 i c administration wi 11 1 argely support increased participant 
training . 
Assistance for  basic infrastructure ,development, principal ly roads 
and power, has thus f a r  been provided mainly by the fnternational 
devel opment banks and the Central American regional program 
admi ni stered by ROCAP . 



Total  A.I.D. Assistance 1 25.5 I 1.9 1 2.0 1 12.0 1 

N I CARAGUA , 
PROGRAM SUMMARY 
(In millions of dollars) 

* Inc ludes  grants  of $175,000 i n  FY 1968, $230,000 i n  FY 1969, 
$370,000 i n  FY 1970 and $330,000 i n  FY 1971 f o r  popu la t i on  pro-  
grams under T i t l e  X o f  t h e  Fore ign  Assistance Act .  

U.S. AID OBJECTIVES 

FY 1971 
Proposed 

9.8* 
2.2 

Development Loans.  . . . . 
Technical Assistance . . . 

A. I .D. 's  o b j e c t i v e s  i n  Nicaragua are  t o  a s s i s t  t h e  count ry  i n  two 
major  areas: ( 1  ) t o  d i v e r s i f y  t he  p roduc t i ve  c a p a c i t y  o f  t he  econo- 
my, s  t r eng fhen i  ng i t s  p o s i t i o n  w i  t h i n  t h e  Cent ra l  American 
Common Market  and improv ing  t h e  p o t e n t i a l  f o r  expanded expo r t  earn-  
ings ;  and ( 2 )  To i nc rease  t h e  access o f  1  ower income groups t o  
economic resources and oppor tun i  t i e s .  

PROBLEMS AND PROGRESS 

Due t o  poor weather, adverse ly  a f f e c t i n g  a g r i c u l t u r a l  p roduc t ion ,  
and t h e  d e c l i n e  i n  wo r l d  c o t t o n  p r i c e s ,  N icaragua 's  growth r a t e  
has s lackened i n  r e c e n t  years;  i t s  i n t e r n a t i o n a l  reserves  and t r ade  
s i t u a t i o n  have d e t e r i o r a t e d ;  and i t s  f i s c a l  p o s i t i o n  has weakened 
cons iderab ly .  Moreover, Nicaragua has exper ienced a  c o n t i n u a l l y  
i n c r e a s i n g  nega t i ve  balance i n  t r ade  w i t h  h e r  CACM pa r tne rs .  

- - 
FY 1970 

Estimated 

0.4* 
1.6 

FY 1968 
Actual 

23.8* 
, 1.6 

The annual growth r a t e  d e c l i n e d  from an a v e r a g e  o f  8% i n  t h e  e a r l y  
1960 's  t o  o n l y  2.9% i n  1966, 5.1% i n  1967 and 5.4% i n  1968. I t  i s  
es t imated t h a t  GNP growth d i d  n o t  exceed 3% i n  1969. Gross i n t e r -  
n a t i o n a l  reserves  f e l  1  f r om $65 mi 11 i o n  a t  t h e  end o f  1966 t o  '$54 
m i l l i o n  a t  y e a r  end 1968. 

FY 1969 
Actual 

0.2" 
1.6 

With a  p e r  c a p i t a  GNP o f  o n l y  $387, Nicaragua i s  cha rac te r i zed  by 
s t r o n g  dependence on two t r a d i t i o n a l  expor ts ,  c o t t o n  and co f f ee ,  
and a  socio-economic s t r u c t u r e  w i t h i n  which a  s u b s t a n t i a l  number 
o f  t h e  1.9 mi 11 i o n  i nhabi t a n t s  , p a r t i c u l a r l y  those 1  i v i  ng i n  r u r a l  
areas, p l a y 4  i t t l e  p a r t  i n  t he  c o r m r c i a l  1  i f e  o f  t h e  area. Expor t  
d i v e r s i  f i  c a t i o n  and r u r a l  s e c t o r  development a re  major  devel opmental 
needs. 

The Government o f  Nicaragua implemented t h e  San Jose Pro toco l  i n  
mid-1968 i n  an a t tempt  t o  improve i t s  f i s c a l  p o s i t i o n .  Under t h i s  
agreement consumer and exc i se  taxes have been a p p l i e d  t o  a  wide 
range o f  imported, as we1 1 as domestic commodit ies. Revenues 
f rom these taxes,  as we1 1  as o the rs  added i n  1969, w i l l  compen- 
sa te  i n  p a r t  f o r  s u b s t a n t i a l  revenue losses  assoc ia ted  w i t h  
t a r i f f  r educ t i ons  on r e g i o n a l  i npu ts .  The Government i s  now i n  
t he  process o f  r a t i o n a l i z i n g  and improv ing  these taxes, and i n  



t h i s  process i s  drawing on A.1.D.-financed t e c h n i c a l  adv i so rs .  
A.I.D. i s  a l s o  p r o v i d i n g  adv i so rs  and t r a i n i n g  t o  a s s i s t  Nicaragua 
t o  improve a d m i n i s t r a t i o n  o f  he r  income, p r o p e r t y  and i n d i r e c t  
taxes, and t o  s t rengthen h e r  budgetary management and devel  optnent 
p l ann ing  capab i l  i t i e s .  

I n  FY 1968, A. I. D. approved 1  oans t o t a l  1  i ng $23 mi 11 i o n .  No new 
loans  were made i n  FY 1969 o r  i n  FY 1970, i n  o r d e r  t o  a1 1  ow t ime  
f o r  Nicaragua t o  absorb these and o t h e r  i n t e r n a t i o n a l  loans .  A  
$1 0.2 mi 11 i o n  A. I. D. 1  oan p rov ided  resources f o r  t h e  es tab l  ishrneny 
o f  t h r e e  r u r a l  e l e c t r i c  coopera t ives  reach ing  38,000 r u r a l  fami 1  i e s .  
Another l o a n  o f  $9.4 m i l l i o n  i s  used f o r  i m p o r t i n g  f e r t i l i z e r s  and 
p e s t i c i d e s ,  and f o r  superv ised c r e d i t  t o  small  farmers t o  d i v e r s i f y  
food and feed crops.  Other loans  were used f o r  b u i l d i n g  h e a l t h  
cen te rs  (2.2 mi 11 i o n )  and ma1 a r i  a  e rad i  c a t i o n .  

FY 1971 PROGRAM 

The proposed FY 1971 program c o n s i s t s  o f  $9.8 m i l  1  i o n  i n  loans  and 
$2.2 mi 11 i o n  i n  t echn i ca l  ass is tance.  

The proposed FY 1971 program a l s o  i nc ludes  a  $5.0 m i l  l i o n  educa- 
t i o n  s e c t o r  l o a n  which w i l l  be c a r r i e d  o u t  i n  c l ose  coope ra t i on  
w i t h  t h e  World Bank and IDB, t o  i n s u r e  a  coord ina ted  and compre- 
hensi  ve approach t o  Nicaragua ' s  educat iona l  r equ i  rements . 
A. I. D. w i  11 con t i nue  Techn ica l  Ass is tance t o  suppor t  e f f o r t s  o f  
t h e  Government o f  Nicaragua t o  expand and d i v e r s i f y  expo r t s .  Rural  
development w i l l  be supported th rough Techn ica l  Ass is tance w i t h  
emphasis on a g r i c u l t u r a l  d i v e r s i f i c a t i o n  and a  proposed $4.5 
m i l l  i o n  l o a n  f o r  farm-to-market  roads) which w i l l  be used t o  up- 
grade 3,000 m i l e s  o f  roads now passable o n l y  i n  t he  d r y  season. 
Th i s  l o a n  w i l l  make i t  p o s s i b l e  t o  i n t e g r a t e  i n t o  t h e  n a t i o n a l  
economy a  s i g n i f i c a n t  number o f  r u r a l  f a m i l  i e s  t h a t  a r e  now semi- 
i s o l a t e d .  ~ e c h n i c a l  Assistance i n  a g r i c u l t u r e  w i  11 focus on i n  
c reas ing  a g r i c u l  t u r a l  p roduc t i on  th rough ex tens ion ,  f e r t i  1  i z e r  
u t i l i z a t i o n ,  i r r i g a t i o n ,  and research  on major  food c rops  and 
l i v e s t o c k .  A  new Techn ica l  Ass is tance and t r a i n i n g  a c t i v i t y  w i  
s t rengthen r u r a l  e l e c t r i c  coopera t ives .  

T r a i n i n g  and adv ice  i n  pub1 i c admini s t r a t i o n  w i  11 s t r e s s  reforms 
a iming a t  a  more e q u i t a b l e  sha r i ng  o f  t h e  t a x  burden. Ass is tance 
t o  1  abor unions,  c r e d i t  unions and coope ra t i  ves w i l l  s t r eng then  
popu la r  p a r t i c i p a t i o n  i n  c i v i c  a f f a i r s .  A. I .D. w i l l  a l s o  h e l p  t o  
expand 136 cen te rs  f o r  heal  t h  and f a m i l y  p lann ing .  



OTHER LATIN AMERICA PROGRAMS 

PROGRAM SUMMARY 
(In millions of dollars) 

I Total A.I.D. Assistance I 2.8 I 1.9 - 1 -  0.7 -- 1 0.4 

I n  t h e  e a r l y  19601s,  A rgen t i na ' s  economy was cha rac te r i zed  by i n -  
f 1  a t i on ,  low a g r i c u l t u r a l  p r o d u c t i v i t y ,  unrea l  i s t i c  exchange r a t e  
p o l  i c i  es and admi n i  s t r a t i  ve and management shortcomings . 

Development Loans. . . . . 
Technical Assistance . . . 

The Argent ine  economic s t a b i  1  i z a t i o n  program, i n s t i t u t e d  i n  March 
1967, has brought  s i  gn i  f i  cant  economic devel  opment and monetary 
s t a b i l i t y  over  t h e  p a s t  t h r e e  years.  I n f l a t i o n  has been d r a s t i -  
c a l l y  curbed from 30% i n  1966 t o  8% i n  1969. Fore ign  exchange 
reserves  c l imbed f rom some $200 m i l l  i o n  a t  t h e  end o f  1966 t o  $850 
m i l l i o n  i n  e a r l y  1969. I n  s p i t e  o f  a  drop i n  t h e  l a t t e r  months o f  
1969, reserves  remained a t  a  s a t i s f a c t o r y  l e v e l  a t  t h e  c l o s e  o f  t h e  
year .  GNP rose by  a lmost  7% i n  1969, c o n t i n u i n g  t h e  improvement 
shown ove r  t h e  p a s t  t h r e e  years .  A1 though some c a u t i o n  i s  nec- 
essary,  i t  appears t h a t  economic recovery  i s  c l  oser  t o  a t t a i nmen t  
t han  a t  any t ime i n  recen t  years .  

FY 1968 
Actual 

1 .O 
, 1.8 

Growing conf idence i n t h e  Government ' s  s  t a b i  1  i z a t i o n  program r e -  
s u l  t e d  i n  inc reased p r i v a t e  investment,  bo th  f o r e i g n  and domestic; 
s i z e a b l e  borrowings i n  bo th  1968 and 1969 f rom p r i v a t e  money 
markets i n  Europe and t h e  US; l a r g e  s u p p l i e r s  c r e d i t  advances t o  
t h e  t reasury ;  and s u b s t a n t i a l  new p r o j e c t  l oan  p o r t f o l i o s  from the  
E X I M  Bank, IBRD and IDB. These f i n a n c i a l  arrangements have he lped 
t o  p revent  t h e  economic s tagna t i on  which m igh t  have r e s u l t e d  f rom 
s t r i n g e n t  s t a b i l i z a t i o n  measures. 

The A. I .D. program f o r  severa l  years  has been 1  i m i t e d  p r i m a r i l y  t o  
Technical  Assistance P r o j e c t s  t o  h e l p  t h e  Government meet i t s  goals 
under t h e  s  t a b i  1  i z a t i  on program and t o  compl e t e  1  onger-range a c t i  v- 
i t i e s  i n  a g r i c u l t u r e .  P r o j e c t s  i n  t a x  and customs a d m i n i s t r a t i o n  
have he lped s i g n i f i c a n t l y  i n  e s t a b l i s h i n g  new systems and pro-  
cedures t o  improve government ope ra t i ons .  P r o j e c t s  i n  a g r i c u l t u r a l  
educat ion  and economics, th rough c o n t r a c t s  w i t h  U.S. u n i v e r s i t i e s ,  
have helped c rea te  a  corps o f  t r a i n e d  p ro fess iona l s .  P r i o r  y e a r  
loans  f o r  t h e  c o n s t r u c t i o n  o f  roads, animal d isease and meat tech-  
nology l a b o r a t o r i e s ,  g r a i n  s to rage f a c i  1  i t i e s  , and feas i  b i  1  i t y  

F Y  1969 
Actual 

- 
1.9 

s t u d i e s  a r e  i n  va r i ous  stages o f  disbursement. 

E s s e n t i a l l y  due t o  A rgen t i na ' s  c o n t i n u i n g  f a v o r a b l e  growth r a t e  
and progress i n  economic development, t h e  b i l a t e r a l  concessional  
A. I.D. ass i s tance  program i n  Argent ina  w i l l  be t e rm ina ted  i n  an 
o r d e r l y  f ash ion  d u r i n g  FY 1971. The Un i t ed  S ta tes  expects t o  
develop a  new coopera t ive  re1  a t i o n s h i p  w i t h  Argent ina  i n  which 

FY 1970 
Ertlmated 

- 
0.7 

8 

f Y  1971 
Propored 

- 
0.4 



Arqent ine i n s t i t u t i o n a l  capabi 1  i t i e s  f o r  reg iona l  research and 
t r a i n i n g  p ro jec ts  w i l l  be used t o  a s s i s t  neighbor ing L a t i n  
American count r ies .  A. I. D. housing and investment guarantee 
programs w i l l  continue. Th is  new re1 a t i onsh ip  w i l l  n o t  a f f e c t ,  
o f  course, Argent ine access t o  loans and techn ica l  assistance 
from the  EXIM Bank, IDB, the UNDP, the  IBRD, the  IFC and o t h e r  
assistance agencies . 

BOLIVIA 

U.S. AID OBJECTIVES 

I n  B o l i v i a  A. I.D. seeks t o  a s s i s t  t he  Government i n  the  f o l l o w i n g  
ob jec t ives:  

PROGRAM SUMMARY 
(In millions of dollars) 

t o  i ncrease a g r i  cu l  t u r a l  product ion and devel op r u r a  I 
a reas. 

t o  devel op an e f f e c t i  ve t r a n s p o r t a t i o n  and communi ca- 
t i o n s  network. 

FY 1971 
F r o p o d  

.3* 
3.4 - 

3.7 

t o  promote i n t e r n a l  f i n a n c i a l  s t a b i  1  i t y  and improve 
government admin is t ra t ion.  

* Includes grants o f  $194,000 i n  FY 1968, $131,000 i n  FY 1969, 
$251,000 i n  FY 1970 and $255,000 i n  FY 1971 f o r  popula t ion pro- 
grams under T i t l e  X o f  t he  Foreign Assistance Act. 

FY 1970 
Estimated 

.3* 
2.9 
- 

3.7 

Development Loans. . . . . 
Technical Assistance . . . 
Supporting Assistance . . . 

Total A.I.D. Assistance 

t o  improve educat ion and manpower s k i  11s. 

t o  promote i n t e g r a t i o n  of Bol i v i  a  i n t o  the  Andean Regi 0na7 
Group. 

FY 1968 
' ~ c t u a l  

O.2* 
3.5 

, 5.0 

8.7 - 

t o  encourage the  growth o f  product ive  Bol i v i  an p r i v a t e  
e n t e r p r i  se. 

FY 1969 
Actual 

7.2* 
3.4 - 

10.6 

PROBLEMS AND PROGRESS 

B o l i v i a ' s  GNP per cap i ta ,  which was $182 i n  1969, i s  the  second 
lowest i n  t h e  hemisphere. The country remains phys ica l  l y  i so la ted ,  
w i thou t  easy access t o  i n t e r n a t i o n a l  t rade.  The t i n  min ing 
i ndus t r y ,  t he  na t ion  ' s  1  arges t i ncome producer and f o r e i  gn ex- 
c  hange earner, faces ore  deplet ion,  whi l e  new mineral  resources 
remain undeveloped. COMIBOL, t h e  1  arge s tate-owned e n t e r p r i s e  



w h i  ch domi nates t h e  mi n i  ng i n d u s t r y ,  faces c r i  ti c a l  problems o f  
management, 1  abor and f inances  . Domes t i c  a g r i c u l t u r e  prov ides  a  
meager subs is tence f o r  two - th i r ds  o f  t h e  p o p u l a t i o n  who are  
l a r g e l y  I n d i a n  and i s o l a t e d  f rom t h e  c o u n t r y ' s  money economy and 
p u b l i c  se rv i ces .  B o l i v i a  a l s o  s u f f e r s  f r om a  l o n g  h i s t o r y  o f  
p o l i t i c a l  i n s t a b i l i t y  and dependence upon f o r e i g n  sources f o r  
investment c a p i t a l  . 
The death o f  P res iden t  Ba r r i en tos  i n  A p r i l  1969 c u t  s h o r t  a  f o u r -  
yea r  p e r i o d  o f  r a p i d  progress w i t h  emphasis on p r i v a t e  e n t e r p r i s e .  
The c o n s t i t u t i o n a l  successor government was overthrown i n  September, 
by t he  c u r r e n t  Pres ident ,  General Ovando, who n a t i o n a l i z e d  t he  Gulf 
O i l  Co., t he  l a r g e s t  f o r e i s n  i n v e s t o r  i n  B o l i v i a .  Th is  a c t i o n  shut  
down 70% of B o l i v i a n  o i l  p roduc t i on  and ha1 t e d  c o n s t r u c t i o n  o f  t he  
C O U ~ ~ Q ~  s mo-st impo r tan t  new investment p r o j e c t ,  a  n a t u r a l  gas 
p i p e l i n e  t o  Argent ina .  Fore ign  Investment conf idence was shaken, 
new investment came t o  a  s t a n d s t i l  T; and f i n a n c i a l  s t a b i l i t y  was 
p r e c a r i o u s l y  and t e m p o r a r i l y  ma in ta ined o n l y  through a  s t r i c t  gov- 
ernment a u s t e r i t y  program. By e a r l y  1970, i n fo rma l  d iscuss ions  
rega rd ing  a l t e r n a t i v e  methods f o r  compensating G u l f  and ach iev ing  
maximum o i l  and gas p roduc t i on  had begun. The A. I .D. program p ro -  
posed f o r  FY 1971 assumes t h a t  a  s u i t a b l e  s o l u t i o n  t o  t h i s  problem 
w i l l  enable A. I.D. t o  cont inue i t s  programs i n  B o l i v i a .  

Desp i te  these problems, economic growth was main ta ined a t  a  r a t e  
o f  2.5% pe r  c a p i t a  d u r i n g  t h e  1960 's .  I n f l a t i o n  was h e l d  t o  an 
acceptab le  6-7% pe r  year .  A  s t a b l e  exchange r a t e  has been main- 
t a i n e d  f o r  more than t e n  years,  and f o r e i g n  exchange reserves 
were b u i l t  up, due t o  h i g h  w o r l d  t i n  p r i ces .  Large o p e r a t i n g  
d e f i c i t s  w i t h i n  t h e  major  s t a t e  en te rp r i ses ,  e s p e c i a l l y  t i n ,  were 
g r e a t l y  reduced. Large sca le  commercial fa rming was begun i n  t h e  
t r o p i c a l  low1 ands, through new opera t ions  i n  c a t t l e ,  sugar  and 
zereals; and l a n d  re fo rm  proceeded s u c c e s s f u l l y  i n  t h e  h igh1 ands. 

FY 1971 PROGRAM 

Cont ingent  on a  s a t i s f a c t o r y  r e s o l u t i o n  o f  t h e  G u l f  n a t i o n a l  i- 
z a t i o n  issue,  A. I.D. proposes a  FY 1971 program i n  B o l i v i a  con- 
s i s t i n g  o f  $3.4 m i l l i o n  i n  Technical  Assistance,  $255,000 i n  

i r a n t s  f rom 1  oan funds f o r  popu la t i on  programs, and approx imate ly  
10 m i l l i o n  i n  P.L. 480 d o l l a r  repayable impor ts .  

Ag r i cu l  t u r e  and Rural  Development 

The t o p  p r i o r i t y  s e c t o r  i n  B o l i v i a  i s  a g r i c u l t u r e ,  which employs 
two - th i r ds  o f  t h e  n a t i o n a l  work f o r ce .  The A.I.D. a q r i c u l  t u r e  
ass is tance program, c a r r i e d  o u t  through Utah S t a t e  U n i v e r s i t y  
($340,000) and o t h e r  adv i so ry  serv ices ,  w i l l  focus on two areas 
through FY 1971 : 

dheat Development o f f e r s  t h e  promise o f  reduc ing  c u r r e n t  h i g h  
impo r t  1  eve1 s  o f  wheat f l o u r .  Demonstrat ion p r o j e c t s  a1 ready 
i n d i c a t e  t h e  p o t e n t i  a1 f o r  much h i  gher y i e l d s  . 



Wool i s  t h e  main cash c rop  f o r  l a r g e  numbers o f  fa rm f a m i l i e s  on 
K h i  gh p l  a i ns  . Improved p roduc t  i o n  and marke t i ng  methods are  
r a i s i n g  ou tpu t  i n  s e l e c t e d  areas. 

A b a s i c  c rop  p roduc t i on  l o a n  may a l s o  be cons idered t o  f i n a n c e  
seed, f e r t i l i z e r ,  s to rage  f a c i l i t i e s  and chemicals t o  expand 
these programs. 

One p rom is ing  approach toward r u r a l  s e c t o r  improvement i s  B o l i v i a ' s  
Community Development program, which s t resses  l o c a l  i n i t i a t i v e  
and o r g a n i z a t i o n  th rough t r a i n i n g  and s e l f - h e l p  p r o j e c t s .  These 
i n c l u d e  smal l  sub-pro jec ts  i n  r u r a l  e l e c t r i f i c a t i o n ,  which might  
i n  t h e  f u t u r e  i n c l u d e  smal l ,  1  oan-funded, gene ra t i ng  u n i t s  and 
d i s t r i b u t i o n  l i n e s .  

T r a n s p o r t a t i o n  

Recogniz ing t h e  se r i ous  impediments t o  development i n h e r e n t  i n  
Bol  i v i a ' s  n a t u r a l  obs tac les ,  A. I. D. ' s  p a s t  prograys bave 
Undertaken rehab i  1  i t a t i o n  o f  t h e  Na t i ona l  Road Serv ice ,  con- 
s t r u c t i o n  o r  r e c o n s t r u c t i o n  o f  more than 600 m i l e s  o f  road, 
expansion o f  t h e  f o u r  ma jor  a i r p o r t s ,  and es tab l i shment  o f  
e l e c t r i c  power gene ra t i ng  f a c i l i t i e s  and o t h e r  i n f r a s t r u c t u r e  
p r o j e c t s .  I n  1971 A. I.D. w i l l  con t i nue  t o  p rov ide  about $550,000 
i n  Techn ica l  Ass is tance t o  t h e  n a t i o n a l  r oad  s e r v i c e  and t h e  
n a t i o n a l  a i  r p o r t s  a u t h o r i t y  . Other  i n t e r n a t i o n a l  donors w i  11 a1 so 
be encouraged t o  p r o v i d e  ass i s tance  t o  t h i s  s e c t o r .  

Human Resources 

Bol  i v i  a  has faced major  problems i n  t h e  areas o f  1  i teracy ,  heal  t h  
and n u t r i t i o n  and i s  now g i v i n g  se r i ous  a t t e n t i o n  t o  them i n  
t h e i r  p l ann ing  e f f o r t s .  A. I. D. has concent ra ted  on t h e  1  i t e r a c y  
problem and w i l l  con t i nue  t o  work w i t h  o t h e r  donors i n  e f f o r t s  t o  
improve educa t i on  programs w i t h  i n i t i a l  emphasis on tex tbooks  and 
c u r r i  c u l  um, as we1 1  as p a r t i c i p a n t  t r a i n i n g  and o t h e r  t e c h n i c a l  
ass i s tance  suppo r t  (up t o  $890,000). Vol u n t a r y  p r i v a t e  agencies 
w i l l  con t i nue  s e r v i c e s  i n  maternal  and c h i l d  ca re  and n u t r i  t.- 
w i t h  U.S. ass i s tance  up t o  $1.9 m i l l i o n  f r om P.L. 480 T i t l e  I 1  

Economic S t a b i  1  i z a t i o n  and F i s c a l  R e f o m  

A. I.D. w i l l  con t inue,  i n  coopera t ion  w i t h  t h e  IMF, t o  a s s i s t  t h e  
government i n  i t s  f i s c a l  r e fo rm  and monetary s t a b i  1  i z a t i o n  pro-  
gram. Toward t h i s  goal some $690,000 i n  Techn ica l  Ass is tance w i l l  
con t i nue  i n  f i s c a l  reform, t a x  a d m i n i s t r a t i o n ,  customs adminis-  
t r a t i o n ,  s t a t i s t i c s ,  and i n  t h e  t r a i n i n g  a c t i v i t i e s  o f  t h e  
Supe r i o r  I n s t i t u t e  o f  Pub1 i c Admin i s t ra t i on .  A. I. D. may cons ide r  
a  f u t u r e  l o a n  proposal  t o  equ ip  a  da ta  process ing  c e n t e r  t o  im- 
p rove t a x  enforcement and p r o v i d e  f o r  t h e  general  s t a t i s t i c a l  
needs o f  t h e  government. 



Economic I n t e g r a t i o n  i n  Andean Regional Group 

With B o l i v i a ' s  l i m i t e d  domestic market, any new s u b s t a n t i a l  a g r i -  
c u l t u r a l  and i n d u s t r i a l  expansion w i  11 r e q u i r e  access t o  f o r e i g n  
markets. The Andean Group prov ides  s p e c i a l  t a r i f f  concessions t o  
B o l i v i a ,  and under i t s  e x i s t i n g  $1.5 m i l l i o n  f e a s i b i l i t i e s  loan,  
A.I.D. i s  f i n a n c i n g  s tud ies  o f  t h e  more promis ing  i n d u s t r i a l  
f i e 1  ds f o r  development w i t h i n  t h e  group. F u r t h e r  t e c h n i c a l  and 
c a p i t a l  ass i s tance  i n  t h i s  area w i l l  be cons idered as s p e c i f i c  
proposal  s  a r e  devel  oped. 

P r i v a t e  Sector  Development 

The development o f  a  v i a b l e  indigenous p r i v a t e  s e c t o r  has been a  
l o n g  te rm  B o l i v i a n  o b j e c t i v e  supported by A. I.D. The p r i v a t e  
i n d u s t r i a l  bank, suppor ted  by  p a s t  A. I.D. l oan  ass is tance,  i s  
o p e r a t i n g  s u c c e s s f u l l y .  A. I .D. w i  11 cont inue Techn ica l  Ass is tance 
g ran ts  i n  a i d  o f  $155,000 t o  c r e d i t  unions and savings and l o a n  
assoc ia t i ons .  A. I. D. t echn i c i ans  may a1 so exp lo re  means o f  
p r o v i d i n g  c r e d i t  f o r  new and expanded p r o j e c t s  i n  t h e  a g r i c u l t u r a l  
and i n d u s t r i a l  sec tors  i n c l u d i n g  f u t u r e  loans f o r  impor ts  o f  
zapi t a l  goods. 

CHILE 

PROGRAM SUMMARY 
(In millions of dollors) 

1 I 

Dwelopment Loans, . . . . 55.3* 32.9* 20.4* 20.7* 
Technical Astittance . , . , 2.6 2.5 2.4 2.2 

Total A.I.D. Amsl.tonce 1 57.9 1 35.4 1 22.8 I 22 .9  
' ~nc ludes  grants  o f  $968,000 i n  FY 1968, -8444,000 i n  FY 1969, 

$425,000 i n  FY 1970, and $690,000 i n  FY 1971 f o r  p o p u l a t i o n  
programs under T i  tl e X o f  t h e  Fore ign  Ass is tance Ac t .  

U.S. AID OBJECTIVES 

C h i l e  does n o t  now r e q u i r e  A.I.D. balance o f  payments support ,  
as i n  former years .  Thus, A.I.D. 's r o l e  has s h i f t e d  from 
such suppor t  t o  a s s i s t i n g  Chi l e  t o  modernize i t s  educat ion  sys tem, 
inc rease a g r i c u l t u r a l  p roduc t i on  and d i v e r s i f y  i n d u s t r y .  A. I. D. ' 

a l s o  proposes t o  con t i nue  ass i s tance  t o  p o p u l a t i o n  and pub1 i c 
s e c u r i t y  programs and t o  community s e l f - h e l p  o rgan i za t i ons .  

PROGRESS AND PROBLEMS 

S i  nce 1964 A. I. D. programs have concent ra ted  heavi  l y  on s u p p o r t i  ng 
economic s t a b i  1  i z a t i  on, i n c r e a s i n g  inves tment  , a c c e l e r a t i n g  
economic growth, r e d i s t r i b u t i n g  income, a g r a r i  an reform, a g r i  - 
c u l  t u r a l  development, reforms i n  educat ion  and o t h e r  s o c i a l  
sec tors ,  e x p o r t  expansion, and exchange r a t e  po l  i c y .  



Under ly ing C h i l e ' s  development programs has been the  moderniza- 
t i o n  and expansion o f  the  copper indust ry ,  which dominates the  
Chi lean economy. Under t h e  "Chi 1 ean izat ion"  program, the  i n d u s t r y  
i s  making over $500 mi 11 i o n  i n  new investments. By 1972 copper 
ou tpu t  i s  expected t o  reach 1,100,000 m e t r i c  tons annual ly,  which 
i s  almost double the  product ion o f  s l i g h t l y  under 600,000 met r i c  
tons pe r  year f rom 1961 t o  1965. This program a lso  invo lves  
s h i f t s  i n  ownership o f  t he  i n d u s t r y  f rom U.S. companies t o  the  
Chi lean Government, and a consequent sharp increase i n  C h i l e ' s  
share o f  copper earnings . This  increase i n  product i  on capac i t y  
has been accompanied by an unprecedented boom, beginning i n  1966, 
i n copper p r i ces .  As a r e s u l t ,  C h i l e ' s  f i n a n c i a l  s i t u a t i o n  has 
d r a s t i c a l l y  improved and the  count ry  moved from a chron ic  balance 
o f  payments d e f i c i t  p o s i t i o n  i n  e a r l i e r  years t o  a surp lus  i n  
1968 and 1969. Net f o r e i g n  exchange reserves increased by $1 27 
m i l l i o n  i n  1968 and $150-$200 m i l l i o n  i n  1969. The government 
budget a l s o  moved i n t o  surp lus  i n  1969 f o r  t h e  f i r s t  t ime  i n  
many years.  Bar r ing  a co l l apse  i n  t h e  wor ld  copper market, t h e  
ou t look  f o r  1970 and 1971 i s  f o r  cont inued favorab le  f i n a n c i a l  
cond i t i ons  . 
I n  s p i t e  o f  t h i s  improvement i n  C h i l e ' s  f i n a n c i a l  s i t u a t i o n ,  
progress towards fundamental goals has been mi xed. Despi te i n -  
tense e f f o r t s ,  t h e  chron ic  i n f l a t i o n  t h a t  has plagued C h i l e  f o r  
almost a century  cont inues. The 30% increase i n  p r i ces  i-n 1969 
was o n l y  s l i g h t l y  l ess  than i n  1964, when t h e  present government 
took o f f i c e ,  and improvement i s  u n l i k e l y  i n  t h e  p r e s i d e n t i a l  
e l e c t i o n  year  o f  1970. 

C h i l e ' s  16% i l l i t e r a c y  r a t e  i s  one o f  the  lowest i n  the  hemis- 
phere. The educat ion re form program o f  1965-71 has been very 
successful ,  and i s  perhaps the  most impor tant  achievement o f  t he  
present government. Subs tan t ia l  changes i n pr imary and secondary 
educat ion have been introduced. Goals o f  t he  program are t o  
p rov ide  e i g h t  years o f  pr imary educat ion t o  a l l  c h i l d r e n  by 1971 
and academic o r  vocat iona l  educat ion f o r  35% o f  secondary age 
c h i  1 dren. 

I n  1969, 2.3 m i l l i o n  school-age c h i l d r e n  were a t tend ing  school 
compared w i t h  1.7 m i l l i o n  i n  1964. New c u r r i c u l a  f o r  a l l  e i g h t  
years o f  bas ic  educat ion and t h e  f i r s t  two years of t he  secondary 
c y c l e  have been prepared. Over 50,000 teachers have at tended 
r e t r a i n i n g  courses. Over f i v e  m i  11 i o n  textbooks have been pur- 
chased f o r  pr imary schools. From 1967 t o  1969 an average o f  
about one new school has been completed pe r  working day. 

The Chi lean economy stagnated i n  1967-68, i n  p a r t  because o f  an 
unprecedented drought which a f f e c t e d  both  i ndus t ry  and 
a g r i c u l t u r e .  W i  t h  t h e  r e t u r n  t o  more normal r a i n f a l l  cond i t ions,  
o v e r a l l  growth i n  1969 reached a r a t e  o f  3.6% o r  1.7% per  cap i ta .  
With improved revenues from copper exports,  o v e r a l l  growth i n  
1970 may reach 5-6%. 



4s a  r e s u l t  o f  t he  F r e i  A d m i n i s t r a t i o n ' s  p o l i c y  o f  promot ing i n -  
come r e d i s t r i b u t i o n ,  workers have f u l l y  shared i n  t h e  growth o f  
t h e  economy. Wage and s a l a r y  increases exceeded t h e  r i s e  i n  
p r i c e s  by  over  30% f rom 1965 t o  1968. 

A g r a r i  an re fo rm  and 1  and r e d i  s  tri b u t  i o n  were g i  ven renewed 
emphasis i n  1967 w i t h  t h e  passage o f  a  new Ag ra r i an  Reform Act .  
Between 1964 and 1969, 15,800 farmers b e n e f i t t e d  f rom se t t l emen t  
under t h e  a g r a r i a n  r e f o r m  program, a  t r i p l i n g  o f  t h e  number o f  
fami 1  i e s  b e n e f i t t e d  f r om 1935-1964. A g r i  c u l  t u r a l  p roduc t ion ,  on 
t h e  o t h e r  hand, cont inues  t o  s u f f e r  f r om l a c k  of  i ncen t i ves ,  l a c k  
o f  investment,  d e t e r i o r a t i o n  i n  t h e  terms o f  t r a d e  f o r  fa rm 
products,  l a c k  o f  c r e d i t ,  and c rop  and animal diseases. 

C h i l e  i s  o v e r l y  dependent on copper, which now accounts f o r  about 
80% o f  t o t a l  e x p o r t  earn ings .  Much o f  Ch i lean i n d u s t r y  i s  smal l ,  
i n e f f i c i e n t ,  and h i g h l y  p ro tec ted .  The Chi 1  ean Government has 
r e c e n t l y  taken i t s  f i r s t  s i  gn i  f i c a n t  s teps  toward impo r t  
1  i b e r a l  i z a t i o n  by  reduc ing  some a d m i n i s t r a t i v e  b a r r i e r s  t o  t r ade .  
C h i l e  expects t o  inc rease s u b s t a n t i  a1 l y  i t s  t r a d e  w i t h  t h e  Andean 
Group c o u n t r i e s  and t h e  L a t i n  American Free Trade A s s o c i a t i  on. 
The exchange r a t e  i s  s t i l l  overva lued d e s p i t e  cons ide rab le  n e t  
deva lua t i on  d u r i n g  t he  l a s t  f i v e  years,  r e s u l t i n g  f rom Chi l e i s  
p o l i c y  of  moving t h e  exchange r a t e  each month t o  o f f s e t  i n t e r n a l  
i n f l a t i o n .  

Since 1964, t a x  revenues have increased by 94% i n  r e a l  terms 
due t o  g r e a t l y  improved a d m i n i s t r a t i o n  and new taxes .  I n  1964 
budgetary revenues accounted f o r  82% o f  t o t a l  expend i tu res .  I n  
'1 969, however, t hey  reached 94% o f  government expend i tu res  , thus 
reduc ing  t h e  n e t  i n f l a t i o n a r y  impact  o f  t h e  government's f i s c a l  
ope ra t i ons .  

C h i l e ' s  r a t e  o f  p o p u l a t i o n  growth d e c l i n e d  i n  t h e  l a s t  f i v e  
yea rs  f rom 2.2% t o  1.9%, one o f  t h e  1  owes t i n  t h e  hemi sphere. 
Nevertheless , t h e  government i s  p ress ing  f o rwa rd  w i t h  cont inued 
fami l y  p l  anni  ng programs. 

A.I.D. ass i s tance  i n  FY 1970 was adapted t o  t h e  changing Ch i lean 
s i t u a t i o n .  Program loans  were d i sp laced  by  s p e c i f i c  s e c t o r  and 
p r o j e c t  ass is tance.  To a s s i s t  new i n d u s t r y ,  A.I.D. au tho r i zed  a  
$15 m i l l i o n  l oan  i n  FY 1970 t o  t he  p l a s t i c s  i n d u s t r y  and a $ 5  
m i l  l i o n  l oan  t o  improve the  food d i s t r i b u t i o n  i n d u s t r y .  

I n  CY 1969 t h e  Expor t - Impor t  Bank and t h e  In te r -Amer ican 
Development Bank au tho r i zed  new 1  oans amounting t o  $68 mi 11 i on .  
The IBRD au tho r i zed  no new loans i n  1969. Dur ing  1970, loans 
from these agencies may amount t o  as much as $100 m i l l i o n .  C h i l e  
a l s o  rece ives  s u b s t a n t i a l  commerci a1 c r e d i t s  from European 
and Japanese sources whose volume i s  expected t o  d e c l i n e  i n  t h e  
f u t u r e .  



FY 1971 PROGRAM 

For FY 1971, A.I.D. proposes a $22.9 million assis tance package -- 
$10 mi 11 ion f o r  an education sec tor  loan, $10 mi 11 ion f o r  an 
agricul tural  s ec to r  1 oan, and $2.9 mi 11 ion fo r  technical 
ass is tance.  

Devel opment Loans 

Loans proposed f o r  FY 1971 a re  as follows: 

Education Sector Loan - $10 million. Planned or ig ina l ly  as a 
ten-year program, the  schedule f o r  Chi 1 e ' s  education reform pro- 
gram was reduced t o  s i x  years with the commitment of U.S. s ec to r  
loan assis tance.  

Two A. I.D. sec tor  loans, one of $10 million in  FY 1967 and one 
of $16.3 million i n  FY 1968, together with t he  continued high 
level of Chilean budget resources a1 located t o  education ( i n  1969, 
21.3% of f i s ca l  s ec to r  budget) have permitted the Minister of 
Education t o  make rapid progress i n  t h i s  program. 

U.S. support of t h i s  reform program will  continue i n  FY 1971 
with the proposed $10 million sec tor  loan. Financing wil l  be 
provided fo r  primary and secondary school construction, teacher 
t ra in ing  centers ,  new textbooks, and o ther  educational equipment. 

Agricultural Sector Loan - $10.0 mill ion. To a s s i s t  the  new 
Chilean administration t o  increase agricul tural  production and 
ag r i cu l t u r a l  exports,  a $10.0 million sec tor  loan i s  proposed t o  
finance agricul tural  c r ed i t  t o  small farmers and t ra in ing  of 
agr icul tural  technicians and extension workers. Emphasis wi 11 be 
p 1 aced on making 1 ong- term farm improvements t o  increase pro- 
duction, with the Government of Chi l e  providing matching funds 
f o r  annual c r ed i t  requi rements . 
Technical Assistance 

Technical ass is tance grant projects wi 11 continue in  1 abor, long- 
term par t ic ipan t  t ra in ing ,  pub1.i~ sa fe ty ,  public administration, 
special development a c t i v i t i e s  and popul ationlfami l y  planning. 
New projects  wil l  be i n i t i a t e d  in  food marketing and d i s t r i bu t i on ,  
export development, special s tud ies ,  and the  promotion of 
cooperatives and o ther  developmental i n s t i t u t i ons .  Under the 
popul a t i  on/fami l y  pl anni ng program, a new Latin American Ce-nter 
f o r  Fami ly  Pl anni ng has been constructed, a secondary-1 eve1 
curricul um on family planning i s  being developed, par t i a l  
financing f o r  a rural health c l i n i c  program, as well as an 
evaluation of the  program, has been provided, and s tud ies  have 
been ' compl eted on various aspects of popul a t  ion control . In 
addition, t h i s  program wi 11 provide gynecological equipment f o r  
use in t ra in ing  i n s t i t u t i ons  and c l i n i c s  and improve admini s t r a -  
t ion of the National Health Service maternal/ch.ild care  and 
family planning programs. 



DOMINICAN REPUBLIC 
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PROGRAM SUMMARY 
(In millions of dollars 

Total A.I.D. Assistance 43.5 17.3 I 17.A 1 20.0 1 

Development Loans. . . . . 
Technical Assistance . . . 

* Inc ludes  $570,000 i n  FY 1968, $209,000 i n  FY 1969, $30,000 i n  
FY 1970 and $91,000 i n  FY 1971 f o r  p o p u l a t i o n  programs under 
T i t l e  X o f  t h e  Fore ign  Assistance Act .  

U.S. A I D ,  QBJECTIVES 

FY 1968 
' ~ c t u a l  

22.3* 
4.7 

A.I. D. seeks t o  h e l p  t h e  Dominican Republ ic  i n  t h e  f o l l o w i n g  areas: 
( 1 )  t o  improve government c a p a b i l i t y  t o  f o rmu la te  and c a r r y  o u t  
e f f e c t i v e  development programs, p a r t i c u l a r l y  i n  a g r i c u l t u r e ;  
( 2 )  t o  a t t a i n  a  pe r  c a p i t a  income growth r a t e  o f  a t  l e a s t  2.5% -- 
p r i m a r i l y  by i nc reas ing  a g r i c u l t u r a l  p r o d u c t i v i t y ,  w h i l e  w iden ing  
sha r i ng  o f  t h e  b e n e f i t s  o f  growth; and (3 )  t o  a l l e v i a t e  h e r  
balance o f  payments problem by i nc reas ing  and d i v e r s i f y i n g  
exports.  Along w i t h  progress i n  ach iev ing  economic recovery  
f o l l o w i n g  t h e  1965 r e v o l u t i o n ,  t he  government has become b e t t e r  
ab le  t o  f i nance  publ i c  investment.  A t  t h e  same t ime,  A. I.D. 
e f f o r t s  have been i n c r e a s i n g l y  d i  r e c t e d  toward t h e  c o u n t r y ' s  
1  ong- te rm development problems. 

Supporting Assistance . . . 

PROBLEMS ARD PROGRESS 

FY 1969 
Actual 

8.2* 
4.1 

The e l e c t e d  government  o f  P r e s i d e n t  B a l a g u e r  h a s  now b e e n  i n  
o f f i c e  f o r  more than t h r e e  and a  h a l f  years  -- a  s u b s t a n t i a l  
achievement i n  view o f  t h e  c o u n t r y ' s  t u r b u l e n t  po l  i t i c a l  pas t .  
Desp i te  t h e  c h a o t i c  s i t u a t i o n  which f o l l o w e d  t h e  r e v o l u t i o n  o f  
A p r i l  1965, P res iden t  Balaguer has p rov ided  h i s  coun t r y  w i t h  a  
g r e a t e r  measure o f  s t a b i l i t y  than any o f  h i s  p o s t - T r u j i l l o  
predecessors. An e l e c t i o n  i s  scheduled f o r  May 1970, w i t h  t h e  
e l e c t e d  government scheduled t o  take  o f f i c e .  on August 16, 1970. 
C o n s t i t u t i o n a l  government wi 11 remain f r a g i l e  d u r i n g  t h i s  p e r i o d  
and over  t h e  n e x t  few years .  

- 

Fol l ow ing  t he  years  o f  t h e  T r u j i l  l o  reg ime 's  mismanagement o f  t h e  
economy, successor governments were unable t o  f i nance  adequate 
l e v e l s  o f  government se rv i ces  and publ  i c  investment.  The coun t r y  
s u f f e r e d  from deepening unemployment and ch ron i c  balance o f  pay- 
ments d e f i c i t s  d u r i n g  most o f  t h e  1960's. P r i v a t e  investment 
was de te r red  by po l  i t i c a l  u n c e r t a i n t i e s .  

- 

FY 1970 
Eatimatod 

14.7* 
3.1 

The Balaguer government has pursued an a u s t e r i t y  program s ince  
1966, a p p l y i n g  a  combinat ion o f  t i g h t  monetary and f i s c a l  con- 
t r o l s ,  wage r e s t r a i n t s  and o t h e r  measures designed t o  s t a b i  1  i z e  

FY 1971 
Propoaod 

17.1* 
2.9 



t he  economy. These measures, t oge the r  w i t h  prolonged drought, 
l i m i t e d  economic growth d u r i n g  1967 and 1968 t o  rough l y  t he  
l e v e l  o f  es t imated popu la t i on  increase (3.4% annual l y )  . The 
a u s t e r i t y  program was successful  i n  h o l  d i  ng down p r i  ce i ncreases 
and impor ts  and i n  1  i m i  t i n g  pub1 i c ope ra t i ng  expendi tures . 
I n  1969 the re  were favorable c l  i m a t i  c  and e x p o r t  condi t i o n s .  
GNP grew by 7.0% i n  1969 over 1968. Exports reached a  reco rd  
$184 m i l l i o n ,  some 12% over  1968 l e v e l s .  The Cent ra l  Bank 
es t imates  t h a t  p r i v a t e  f o re ign  investment rose by one- th i  r d  i n  
1969 t o  $24 m i l l i o n  e q u i v a l e n t .  P u b l i c  investment rose by 19%, 
t o  $69 m i l l i o n  equ i va len t .  A f t e r  severa l  d e f i c i t  years  t he  
balance o f  payments showed a  su rp lus  o f  $17 m i l  1  i o n  ( p r e l i m i n a r y  
Cent ra l  Bank f i g u r e s ) .  Const ruc t ion  began on the  $200 m i l l i o n  
Falconbr idge f e r r o n i  cke l  mine and processing p l a n t  which i s  
scheduled t o  s t a r t  p roduc t i on  i n  1971. A.I.D. made a  second 
loan of $8 million to the Private Investment Fund (FIDE) in 
November 1969. 

Government revenues grew by 14.4% from $189.2 m i l  1  i o n  e q u i v a l e n t  
i n  1968 t o  $216.4 m i l l i o n  e q u i v a l e n t  i n  1969. O f  t h e  increase 
$6.8 mi 11 i o n  e q u i v a l e n t  was f rom income tax ,  p a r t l y  due t o  
improvements i n  a d m i n i s t r a t i o n .  Dur ing  1969 an es t imated 35.6% 
o f  domestic revenues were used f o r  investment purposes compared 
w i t h  19.7% i n  1968, and o n l y  13.4% i n  1967. 

The Dominican economy must grow r a p i d l y  d u r i n g  t h e  e a r l y  1970's 
i n  o rde r  t o  redress t h e  p e r  c a p i t a  income d e c l i n e  and t h e  acute 
problems o f  unemployment, educat ion,  hea l t h ,  and pressure on t h e  
l a n d  o f  t h e  1960's.  Successful growth and development w i l l  r e -  
q u i r e  ve ry  adept government p o l i c i e s ;  po l  i t i c a l  s t a b i l  i ty; 
cont inued access, a t  p resent  l e v e l s  and p r i c e s  t o  t h e  p r e f e r e n t i a l  
U. S. sugar market; increased expor ts  o f  non - t rad i  t i o n a l  crops; 
and sus ta ined f o r e i g n  ass is tance.  

Aa r i  c u l  t u r a l  Devel o ~ m e n t  

A dynamic a g r i c u l t u r a l  s e c t o r  i s  t h e  key requirement f o r  more 
r a p i d  growth, increased employment and an improved balance o f  
payments. Accord ing ly ,  t h e  Dominican Government and A. I. D. have 
g iven t h e  h i g h e s t  p r i o r i t y  t o  a g r i c u l t u r e .  

To achieve an o v e r a l l  annual growth r a t e  o f  2-112% per .  cap i t a ,  
a g r i c u l t u r a l  p roduc t i on  should reach an annual growth o f  5-7%. 
With t h i s  as a  t a r g e t ,  A.I.D. 's a g r i c u l t u r a l  e f f o r t s  focus on 
i nc reas ing  the  p roduc t i on  o f  (1)  t r a d i t i o n a l  s t a  l e  crops such 
as p lan ta ins ,  r i c e ,  beans, and t r o p i c a l  r oo ts ;  ( 2 r  h i  h  p r o t e i n  
foods, p a r t i c u l a r l y  pork, and p o u l t r y  f o r  expo r t ;  and q3)  h igh-  
value w i n t e r  f r u i t s  and vegetables f o r  expor t .  I n  1969, 
a g r i c u l t u r a l  product ion,  rebounding sha rp l y  f rom a drought  i n  
1968, increased by almost  12%. A. I. D! s  t echn i ca l  ass is tance i n  
t h e  f i e l d s  o f  c r e d i t ,  s to rage,  research,  ex tens ion and market ing  
has c o n t r i b u t e d  t o  t h i s  increase.  



I n  1969, the Dominican Republic became s e l f - s u f f i c i e n t  i n  r i c e  
product ion,  which has r i s e n  by 65% from 118,000 m e t r i c  tons i n  
1963 t o  an est imated 195,000 met r i c  tons i n  1969. P lan ta in  
product ion a l so  increased sharply,  resu l  t i n g  i n  lower consumer 
p r i ces  f o r  t h i s  basic food crop. Grain sorghum was produced 
commercial ly f o r  the  f i r s t  t ime i n  1969, promising lower feed 
g r a i n  p r i ces  and h i g h e r  l e v e l  s o f  poul t r y  and swine product ion 
i n  f u t u r e  years. A Pr i ce  S t a b i l i z a t i o n  I n s t i t u t e  f o r  non- 
p e r i  s habl e crops became 1 aw. 

Agr i cu l tu re  employs over 60% o f  the  labor  force,  w i t h  a g r i c u l t u r a l  
products c o n s t i t u t i n g  about 90% o f  the value o f  Dominican exports.  
The balance o f  payments remains heav i l y  dependent upon sugar 
product ion which, together  w i t h  sugar de r i va t i ves ,  represents an 
almost 55% o f  t o t a l  exports,  and upon main ta in ing the l e v e l  o f  
sugar sales i n  the  U.S. market a t  about 700,000 shor t  tons. 

Rapid extension o f  non- t rad i t i ona l  exports such as beef, f r u i t ,  
and vegetables i s  hampered by lack  o f  technology and incen t i ves  
as we l l  as by t rade r e s t r i c t i o n s  o f  impor t ing count r ies .  
Agri cu l  t u r a l  product ion f o r  domestic consumption increased 
r a p i d l y  dur ing 1969, e l i m i n a t i n g  the need f o r  imports o f  r i c e ,  
reducing o the r  food impor t  requ i  rements and c o n t r i  b u t i n g  t o  a 
dec l i ne  i n  p r i ces  o f  several  bas ic  food crops. 

Comnuni t v  Devel o~ment  

The comnun i t y  devel opmen t program has rece i  ved s i gni f i cant 
support  from A. I. D. , i n c l u d i n g  an $8.7 mi 11 i o n  development loan 
i n  FY 1967. Through December 1969, the program f inanced under 
the loan has reached more than 1,050 r u r a l  communities and 
b e n e f i t t e d  approximately 940,000 people. 

Heal th 

A $7.1 m i l  l i o n  development loan (s igned i n  A p r i l  1969) provides 
f o r  techn ica l  advisory services t o  the  Sec re ta r ia t  o f  Heal th as 
w e l l  as cons t ruc t i on  and remodeling o f  hea l th  f a c i l i t i e s ,  pro- 
curement o f  equipment f o r  c l i n i c s  and t r a i n i n g  of hea l th  
personnel. The loan f inances f a m i l y  p lann ing serv ices w i t h i n  
the framework of a nat ionwide maternal and i n f a n t  care program. 

Assistance From Other Donors 

In A ~ r i l  1968, the  Inter-American DeveloD~€?nt Bank (IDB) auth- 
o r i z e d  a $22.9 m i l l i o n  loan. t o  h e l ~  f inance t h e  f i r s t  stage of a 
long-range program t o  develop the  hyd roe lec t r i c  and a g r i c u l t u r a l  
p o t e n t i a l  o f  t he  Yaque del  Norte r i v e r  va l l ey .  Construct ion 
s t a r t e d  i n  1969. The IDB a1 so signed a second loan o f  $7.0 
m i l l  i o n  t o  he lp  rep len ish  the  Pr i va te  Investment Fund i n  
October 1969. Since 1962 the Export- Import Bank has author ized 
c r e d i t s  t o t a l  i n g  $34.1 m i l  1 ion, t o  f inance power, t ranspor ta t i on  
and communications f a c i l i t i e s .  



FY 1971 PROGRAM 

A. I .D .  proposes FY 1971 assistance up t o  $20 m i l l  i o n  o f  which 
$2.9 m i l l i o n  i s  f o r  Techqical Assistance and $17.1 m i l l i o n  f o r  
development loans. F ina l  dec is ions on the  l e v e l  o r  composit ion 
o f  the  loan program w i l l  depend upon p o l i c i e s  and programs t o  
be fo l lowed by the new government. A P.L. 480 T i t l e  I Sales 
Agreement o f  approximately $9.0 m i l l i o n ,  and P.L. 480 T i t l e  I 1  
f o o d s t u f f  donat ion de l  i v e r i e s ,  valued a t  $6.6 m i l  1  ion,  are  a1 so 
p l  anned. 

A g r i c u l t u r e  

Dur ing FY 1971, A. I.D. w i l l  cont inue t o  he lp  strengthen a g r i -  
c u l t u r a l  i n f r a s t r u c t u r e .  A $13 m i l  1  i o n  a g r i c u l t u r a l  i npu ts  loan, 
scheduled f o r  au tho r i za t ion  i n  FY 1970, w i l l  be fo l lowed by a  
more comprehensive a g r i c u l t u r a l  sector  loan fo r  $12 m i l l i o n  i n  
FY 1971. These loans w i  11 f inance a g r i c u l t u r a l  machinery, 
f e r t i  1  i z e r  and insec t i c ide ,  increase c r e d i t  t o  farmers, lower 
the cos t  o f  a g r i c u l t u r a l  i npu ts ,  and in t roduce more advanced 
technology. Returning Domini can a g r i c u l t u r a l  techn ic ians , 
t r a i n e d  p r imar i  l y  a t  Texas A&M U n i v e r s i t y  under A. I. D. programs 
i n  previous years,  w i l l  s t a r t  t o  rep lace A. I .D. con t rac t  
techn i  c i  ans and improve t h e  techn ica l  capac i ty  o f  key Domini can 
a g r i c u l t u r a l  i n s t i t u t i o n s .  

Tourism 

The Domini can Republ i c has 1  arge undeveloped Caribbean beaches 
whose t o u r i s t  p o t e n t i a l  i s  being examined by several  p o t e n t i a l  
investors .  A.I.D. i s  p lann ing a  $5 m i l l i o n  loan i n  FY 1971 f o r  
tour ism i n f r a s t r u c t u r e  t o  s t imu la te  t h i s  p o t e n t i a l l y  1 arge f o r e i g n  
exchange earn ing indus t ry .  The 1  oan w i  11 f inance access roads 
and u t i l i t y  serv ices t o  areas where p r i v a t e  i nves to rs  w i l l  be 
cons t ruc t i ng  r e s o r t  f a c i l i t i e s .  

Education 

Technical advisory serv ices i n  admin is t ra t i ve  and management 
p rac t i ces  w i l l  be provided t o  the Foundation f o r  Education C r e d i t  
under the  $1.4 m i l l i o n  loan signed i n  January 1968, and a  sub- 
sequent loan which w i l l  be author ized i n  l a t e  FY 1970 f o r  $1.7 
mi 11 ion.  The foundat ion has a l ready provided loans t o  over 
1,000 u n i v e r s i t y  students fo r  s tud ies  i n  the  Dominican Republ i c  
and Uni ted States i n  areas r e l a t e d  t o  development. 

Pub l i c  Admin is t ra t ion 

A.I.D. assistance i n  t a x  admin is t ra t i on  w i l l  cont inue t o  support  
Dominican e f fo r t s  t o  improve revenue c o l l e c t i o n s  which have 
increased 17.7% from CY 1968 t o  CY 1969. Support o f  worker 
educat ion and union leadersh ip  programs w i  11 a1 so cont inue. 



ECUADOR 
r - 

PROGRAM SUMMARY 
(In millions of dollars) 

f 

; 

$528,000 for FY 1970 and $654,000 for FY 19.71 under ~ i t l e - x  of 
the Forei gn Ass i stance Act. 

, 

U.S. AID OBJECTIVES 

Development Loans. . . . . 
Technical Assistance . . . 

In Ecuador the objectives of the A. I .D .  program are to (1  ) increase 
participation of 1 ow income groups in pol i t i ca l ,  economic and so- 
cial l i f e  of the country, and promote a more equitable distribu- 
tion of income; ( 2 )  expand the production of selected agricultural 
crops which will ease growing balance of payments problems; ( 3 )  in- 
crease the level of private investment through institutional im- 
provements and f i nanci a1 assistance; and (4) t o  support Ecuador's 
participation in regional economic groups, such as the Latin Ameri- 
can Free Trade Association and the Andean Sub-Regional Group. 

*Incl udes grants of $597,000 in FY 1968 for population programs, 
Total A.I.D. Assistance 

PROBLEMS, AND PROGRESS 

F Y  1968 
Actual 

0.6* 
, 3.0 

5.9 

Major hindrances to Ecuador's development incl ude pol i tical insta- 
b i l i ty ,  paucity of technical and administrative sk i l l s ,  an archaic 
federal -1 ocal fiscal structure, great weal t h  and cul tural cleav- 
ages in the popul ation, pol i tical and economic competitiveness 
between major geographic regions of the country, a high population 
growth rate, low levels of investment, over-dependence on mono- 
culture exports, and balance of payments difficult ies.  

I 13.9 1 10.0 - 

President Velasco Ibarra, who took office in September 1968, has 
had only limited success thus far  in carrying o u t  development pro- 
grams and reforms. He has, for example, been unable to secure sup- 
port for essential revenue measures. In addition, frequent changes 
of Ministers have lessened the effectiveness of his administration. 
One major problem i s  the large government def ic i t .  

F Y  1969 
Actual 

3.2 
2.7 

The Government resorted to substantial deficit  financing in 1969, 
by borrowing from the Central Bank, and the 1970 budget provides 
f o r  expenditures sharply in excess of anticipated revenues. How- 
ever, a new Minister of Finance has begun to introduce steps to 
reduce expenditures, limit credit and increase revenues. In Jan- 
uary 1970, import duty prepayments and interest rates were raised 
t o  dampen import demand. The government also hopes t o  reduce the 
anticipated deficit  t o  manageable proportions, and thereby t o  im- 
prove i t s  e l ig ibi l i ty  for an IMF standby in early 1970; as well as 
additional external assistance. Should needed corrective fiscal 

F Y  1970 
Est imatod 

11.2* 
2.7 

- - 

F Y  1971 
Proposmd 

7.2* 
7.8 



actions materialize, the international agencies, including A.I.D. 
may consider extending additional financial assistance. 

Ecuador's net international reserves stood a t  $51.3 mill ion a t  the 
end of 1969, compared with only $19.0 million six months ea r l i e r .  
Although helped by damaging storms in Central America and Taiwan, 
Ecuadorian banana exports in 1969 were larger than anticipated, 
b u t  9% lower than in 1968. Also, actions taken toward the end of 
the year to contain imports prevented any major drain on reserves, 
a1 though recent central government def ic i t  financing adversely af- 
fected reserves in early 1970. 

Much of the large rnman population, 40% of the t o t a l ,  i s  outside 
of the money economy. The wide dispari t ies in income and oppor- 
tunity affecting th is  group and much of the r e s t  of the popula- 
tion must be resolved before accelerated change in Ecuador i s  
possible. A. I .  D. -funded assistance f o r  democrati c 1 abo r  unions, 
cooperatives and 1 and reform, largely in the form of private 
1 and  sales fol lowed by assistance to  the new 1 andowners as 
well as technical and credit  assistance to  small businessmen, 
will encourage broader participation of these groups in the 
economic and pol i t ica l  development process. 

Some 250 credit  unions with nearly 50,000 members have been esta- 
bl ished; a federation of coffee cooperatives has been assisted 
through training seminars; 10 r ice cooperatives have been organized, 
and membership in the Ecuadorean confederation of free trade unions 
has reached 25,000. 

Agriculture accounts for  about 35% of the country's gross domestic 
product. Low yields are  a major problem for a l l  b u t  a few export 
crops, and are the result  of lack of use of improved seeds, f e r t i -  
l i ze r s ,  and other farm inputs, including credit .  Only limited bud- 
getary resources are available for  agriculture and government per- 
sonnel in research and extension. A.I.D.'s recent ef for ts  in ex- 
panding r ice  production have resulted in trip1 ing yields in t r i a l  
areas and efforts  will continue with th is  crop during 1970. Current 
A. I .  D. assisted ef for ts  have resulted in increased production of 
some selected crops and reduced food imports to a limi ted extent. 

Deve lopn t  investment remains a t  unsatisfactory levels, in large 
partt because the government's f iscal  s tructure inhibits  pub1 i c  savings. 

A. I . D .  loans have financed feasibil i ty studies of proposed projects 
for  which international financing i s  expected. Other A. I . ~ D .  loans 
have helped in the creation and strengthening of private sector in- 
vestment inst i tut ions needed to increase private sector savings and 
investments. These include two development banks, a system of 
savinqs and loan associations, and a cooperative bank. Past A.I.D. 
efforts  include assistance in the establ ~shment of an industrial 
development center and a national handicrafts marketing agency, 
both'of which are now self-sufficient .  



In October 1969, t h e  Ecuadorean congress r a t i f i e d  Ecuador's p a r t i -  
c i  pation in the  Andean Sub-Regional Group. A. I .  D. has encouraged 
Ecuador's f u l l  p a r t i c i p a t i o n  i n  t h e  Group, i n  o rde r  t o  s t rengthen 
in t e rna l  markets and increase  t r ade  with Group members. 

FY 1971 PROGRAM 

Devel opment 1 oans of $6.5 mi 11 ion and Technical Assi s t ance  g ran t s  
of $2.8 mil 1 ion a r e  included in  the  FY 1971 program. The proceeds 
of  a $4 mi l l ion  P.L. 480 T i t l e  I s a l e s  agreement wi l l  be used f o r  
development ob jec t ives ;  t h e  P . L .  480 T i t l e  I1  program wi l l  continue 
a t  about $2 mi l l ion .  

Much of t h e  Technical Ass is tance  prcgram i s  intended t o  f o s t e r  
g r e a t e r  p a r t i c i p a t i o n  of t h e  people a t  a l l  l e v e l s  of t h e  soc ie ty .  
$652,000 i s  planned f o r  t h e  continuing a s s i s t a n c e  in  formation of 
cooperati  vcs and 1 abor unions. P ro jec t s  supporting 1 eaders hi p 
t r a i n i n g  aimed a t  bringing about soc ia l  improvements w i  11 r equ i re  
$41 3,000. Support f o r  school cons t ruc t ion ,  t eache r  t r a i  ni ng, and 
textbook programs wi l l  cotitinue a t  t he  primary level  ; and A. I .  D.  
w i l l  use innovat ive  methods i n  helping t h e  Ecuadoreans confront  
some major problems including a high dropout r a t e  ( 306,000). 
A. I .  D. w i l l  cont inue  t o  support  ($654,000) a nationwide family 
planning program being undertaken by pr i  vate groups, uni vers i  t y  
medical schools ,  and t h e  Ministry of  Health. 

An A.1 .D. loan of $6.5 mi l l ion  f o r  advisory a s s i s t a n c e  and c r e d i t  
i s  proposed in FY 1971, supported by Technical Ass is tance  aimed a t  
i nc reas i  ng producti  vi t y  of se l  ec ted  crops ( $238,000). Techni cal  
.4ssistance wi l l  a l s o  help t o  increase  p r iva te  investment by 
expanding the  capabi 1 i t i e s  of the  i ndust r i  a1 development cen te r  
($183,000),  and i m ~ r o v e  the  c a ~ a b i l  i t v  of the  National Pol i c e  
($134,000). 



G U Y A N A  

PROGRAM SUMMARY 
( In  mill ions of dollars 

To ta l  A. I .D.  Assistance 1 8.3 - --- -- 16.7 ( 2.9 1 10.1 

Development Loans.  . . . . 
Technical Assistance . . . 
Supporting Assistance . . . 

U .S .  AID OBJECTIVES 

In FY 1971 A.I.D. ass is tance will  support the Government's 
p r i o r i t y  development ob j e c t i  ves: 

FY 1968 
' A c t ~ a l  

4.7 
1.1 

, 2.5 

-- t o  modernize the r i c e  industry and increase agri  cul tural  
incomes of farmers; 

-- t o  d ivers i fy  agr icul tural  crops f o r  small farmers, ha1 f 
of the  population, who have not heretofore been linked t o  
the growth process; 

FY 1969 
Actual 

15.4 
1.2 
0.1 

-- to  lay the base fo r  economic and po l i t i ca l  development of 
the +arsely populated i n t e r i o r ,  and, hence, re1 ieve 
congestion in the coastl  ands, and possibly reduce 
unempl oymen t ; 

FY 1970 
E #timated 

1.6 
1 . 3  - 

-- t o  make needed improvements in  the  administration of 
development programs, par t i  cul a r l y  in such areas as tax 
col lect ions.  

FY 1971 
Propormd 

8.5  
1.6 
- 

PROBLEMS A N D  PROGRESS 

Past A .  I .  D.  a s s i s tance  was designed t o  f o s t e r  government e f f o r t s  
f o r  soci a1 and economic integrat ion of i t s  major e thnic  groups. 
This p r i o r i t y  somewhat s lanted the focus of U.S. ass is tance pro- 
grams towards a c t i v i t i e s  with the most immediate pay-off in  terms 
of overall  economic growth and the number of people immediately 
and d i r ec t l y  affected.  General ly  these involved development of 
publ i c  sec tor  in f ras t ruc ture  in the popul ated coastl  ands. 
Para1 l e l  t o  e f fo r t s  in the publ i c  sec tor  was a major pr ivate  
sec tor  expansion in the U.S. and Canadian-owned bauxite industry.  

These e f f o r t s  were important adjuncts t o  domestic government 
po l ic ies .  Thus, gross domestic product increased between 7-8% 
annually s ince the present government assumed o f f i c e  in  1964; 
exports increased 11% over the period; domestic prices rose a t  a 
modest average of l ess  than 3%; and foreign exchange reserves 
were he1 d a t  an adequate 1 eve1 . Pub1 i  c sec tor  and pr ivate  
foreign investment accounted largely f o r  the s a t i s f ac to ry  economic 
progress regis tered i n  the past few years .  



It i s  u n l i k e l y  t h a t  t h e  pas t  growth r a t e s  w i l l  be sus ta ined  f o r  
long.  Planned i n f r a s t r u c t u r e  investments f o r  t h e  coas t land a r e  
n e a r l y  completed and t a r g e t s  have been met f o r  expansion o f  t h e  
b a u x i t e  i n d u s t r y ,  a l though a  poss ib le  investment by  L i t t o n  
I n d u s t r i e s  i n  f o r e s t r y  ope ra t i ons  may o f f s e t  t h e  r e d u c t i o n  i n  
b a u x i t e  investment somewhat. With a  d e c l i n e  i n  t h e  r a t e  o f  
o v e r a l l  economic growth, va r i ous  problems h e r e t o f o r e  somewhat 
overshadowed by  growth can be  expected t o  become more pronounced. 
Among these are  problems assoc ia ted  w i t h  popu la t i on  pressures i n  
t h e  coas ta l  areas (3% inc rease  pe r  annum) , i n c l  ud ing  pressures 
f o r  inc reased s o c i a l  overhead, r i s i n g  unemployment, and 1  abor 
t r oub les .  There are  a l s o  impo r tan t  unce r tan t i es  ahead w i t h  
respec t  t o  defense spending requirements assoc ia ted  w i t h  t h e  
bo rde r  d i s p u t e  w i t h  Venezuel a, and poss ib le  b a l  ance-of-payments 
d i f f i c u l t i e s .  I n  a d d i t i o n ,  t h e  m a j o r i t y  o f  t h e  smal l  ( p r i m a r i l y  
r i c e )  farmers, who comprise h a l f  o f  the .  popu la t i on ,  have n o t  
app rec iab l y  shared i n  pas t  economic growth because o f  outmoded 
p roduc t i on  techniques,  inadequate s to rage  and hand1 i n g  f a c i  1  i t i e s ,  
and l a c k  o f  s u f f i c i e n t  c r e d i t  a t  reasonable cos t s .  A. I.D. i s  
now s h i f t i n g  i t s  e f f o r t s  f rom i n d u s t r y  t o  a g r i c u l t u r e ,  f rom t h e  
coas t land t o  t h e  i n t e r i o r ,  and toward ass is tance i n  t a x  c o l l e c t i o n  
and general governmental admini s t r a t i o n .  

FY 1971 PROGRAM 

I n  a d d i t i o n  t o  A.I.D. g ran t  and l oan  ass is tance,  t h e  proposed 
FY 1971 program inc ludes  P.L. 480 c r e d i t  sa les  ($1 m i l l  i o n ) ,  and 
grants  ($1.5 mi 11 i o n ) .  These food programs w i  11 be focused upon 
a s s i s t i n g  community development, school lunch programs and 
maternal  and c h i l d  h e a l t h  centers ,  and food- fo r -work  f o r  i n t e r i o r  
development. I n  a d d i t i o n ,  Guyana rece i ves  s u b s t a n t i  a1 ass is tance 
f rom t h e  Un i t ed  Kingdom, Canada, and t h e  IBRD--with t h e  U.K. 
averaging about $7 m i l  l i o n  annua l l y  and Canada averag ing  $3.5 
m i l l i o n .  The IBRD prov ided $10.8 m i l l i o n  i n  FY 1968 and FY 1969 
f o r  educat ion  and sea defense. 

A g r i  cu l  t u r e  

A.I.D. au tho r i zed  a  $12.9 m i l l i o n  development l oan  i n  FY 1969 f o r  
c o n s t r u c t i o n  o f  a  r i c e  research s t a t i o n  and s i x  r i c e  process ing  
p l a n t s .  Guyana's c o n t r i b u t i o n  toward t h i s  p r o j e c t  i n c l  udes 
$4.5 mi 11 i o n  t o  cover l o c a l  costs,  t h e  r e h a b i l i t a t i o n  o f  two 
government-owned r i c e  m i l l s ,  and r e o r g a n i z a t i o n  o f  t h e  govern- 
ment 's  r i c e  a d m i n i s t r a t i o n .  

I n  FY 1971, A. I .D. proposes loans o f  $2 m i l l i o n  f o r  a g r i c u l t u r a l  
c r e d i t  and $2.5 m i l l  i o n  f o r  c rop  d i v e r s i f i c a t i o n  and l a n d  
improvement f o r  smal l  r i c e  farmers t o  supplement t h e  above 
mentioned e f f o r t s .  Techn ica l  ass is tance d i r e c t e d  toward a g r i -  
c u l t u r a l  development i s  $375,000 and $435,000 f o r  FY 1970 and 
FY 1971 , r e s p e c t i v e l y  . 



I n t e r i o r  Devel o p m n t  

A  $3 m i l  1  i o n  l o a n  i s  proposed i n  FY 1971 t o  f i nance  t h e  con- 
s t r u c t i o n  o f  a  segment o f  t h e  road t o  B r a z i l ,  f rom Mahdia t o  t h e  
border .  Th i s  road w i l l  be Guyana's i n i t i a l  a t tempt  t o  pene t ra te  
t h e  i n t e r i o r  and shou ld  h e l p  re1  i e v e  p o p u l a t i o n  pressure  on t h e  
coas t  by  opening new 1  ands f o r  a g r i c u l t u r a l  and minera l  
devel  opment . 
Pub1 i c  A d m i n i s t r a t i o n  

A  proposed FY 1971 $1 mi 11 i o n  l o a n  w i  11 f i nance  adv i so ry  se rv i ces  
and t r a i  n i  ng i n areas o f  government a d m i n i s t r a t i o n  where compe- 
tence i s  t h i n .  I n  a d d i t i o n ,  A. I.D. proposes t o  g ran t  fund t r a i n -  
i n g  o f  government personnel  i n  var ious  a d m i n i s t r a t i v e  and tech-  
n i c a l  f i e l d s  ($80,000), sho r t - t e rm  adv i so rs  i n  i n d u s t r i a l  p ro-  
mot ion  t o  a s s i s t  t h e  Guyana Development Co rpo ra t i on  ($60,000), 
I n t e r n a l  Revenue S e r v i  ce Tax Advisors ($80,000), and p ro fesso rs  
t o  teach a t  t h e  U n i v e r s i t y  o f  Guyana's School o f  P u b l i c  Adminis- 
t r a t i o n  ($1 70,000). 

Other  Ass is tance 

A. I .D. a l s o  p lans t o  p rov ide  techn 
devel opment ($1 4O,OOO), and pub1 i c  

HAITI  

i c a l  ass i s tance  f o r  l a b o r  un ion  
s a f e t y  ($230,000) . 

*Not new ass is tance -- c a p i t a l i z a t i o n  o f  i n t e r e s t  on p r i o r  y e a r  
1  oan . 

PROGRAM SUMMARY 
(In millions of dollars) 

H a i t i  i s  beset  by extreme pove r t y  (about  $65 p e r  c a p i t a  GNP), 
h i g h  i l l i t e r a c y  (go%),  h i g h  b i r t h  and m o r t a l i t y  r a t e s ,  widespread 
m a l n u t r i t i o n  and disease.  Both H a i t i a n  and e x t e r n a l  e f f o r t s  t o  
r e 1  i eve these condi ti ons are  seve re l y  hampered by a d m i n i s t r a t i v e  
and i n s t i t u t i o n a l  weaknesses. The A. I .D. Miss ion  was wi thdrawn 
i n  1963, and fund ing  l e v e l s  were g r e a t l y  reduced because o f  
inadequate H a i t i  an coopera t ion  i n  making e f f e c t i v e  use o f  
ass i s tance .  However, w i t h i n  these 1  i m i t a t i o n s ,  i t  has been 
p o s s i b l e  t o  c a r r y  fo rward  c e r t a i n  p r o j e c t s  o f  b e n e f i t  t o  t h e  
Hai ti an people, n o t a b l y  t he  ma1 a r i  a  e r a d i c a t i o n  program which , 
w i t h  c o n t i n u i n g  A. I. D. suppor t  s i nce  1961, has reduced t h e  
i nc idence  of t h a t  d isease t o  below 1%. A.I.D. has a l s o  p rov ided  
funds f o r  modest programs t o  f o s t e r  1  oca l  community devel  o p m n  t 

Development Loans. . . . . 
Supporting Assistance . . . 

Total A.I.D. Assistance 

FY 1968 
Actual  

O.I* 
. 2.0 

2.1 

FY 1969 
Actual  

0.05" 
1.9 

1.9 

FY 1970 
E stimatod 

.02* 
1.6 

1.6 

FY 1971 
Propond 

- 
1.8 

1.8 



admin is te red  by CARE and community s e l f - h e l p  e f f o r t s .  A.I.D. 
has p rov ided  f i n a n c i a l  suppor t  f o r  an OAS t e c h n i c a l  m iss ion  t o  
h e l p  H a i t i  overcome i t s  a d m i n i s t r a t i v e  and i n s t i t u t i o n a l  
problems. 

FY 1971 PROGRAM 

A. I.D. proposes t o  p rov ide  $1.1 m i l l i o n  i n  FY 1971 f o r  a  con- 
t i n u i n g  program i n  m a l a r i a  e r a d i c a t i o n ;  PAHO, UNICEF, and t h e  
Hai t i  an Government a re  expected t o  c o n t r i  bu te  about  $400,000. 
It i s  hoped t h a t  t h i s  program, which was begun i n  1960, can be 
phased o u t  by FY 1972. An i n t e n s i v e  program rev iew  t o  assess 
whether t h i s  t a r g e t  comple t ion  da te  remains r e a l  i s t i c  a t  g iven 
funding l e v e l s  w i l l  be conducted d u r i n g  t h e  l a s t  q u a r t e r  of 
FY 1970 i n  coopera t ion  w i t h  o rgan i za t i ons  p a r t i c i p a t i n g  i n  t h e  
p r o j e c t .  The ma1 a r i  a  e r a d i c a t i o n  agency, w i t h  a  na t ion-w ide  
a d m i n i s t r a t i v e  network,  migh t  a l s o  be used t o  p rov ide  f a m i l y  
p l ann ing  o r  o t h e r  h e a l t h  se rv i ces  i n  t h e  f u t u r e .  

A  g r a n t  o f  $320,000 i s  proposed t o  pe rm i t  CARE Inco rpo ra ted  t o  
cont inue and expand i t s  community development programs and f a m i l y  
p l ann ing  se rv i ces  t o  t h r e e  a d d i t i o n a l  areas i n  H a i t i  ' s  r u r a l  
nor thwest .  Three new f i e l d  teams and a  new mobi le  c o o r d i n a t i n g  
team w i  11 be es tab l  ished.  Desp i te  o r g a n i z a t i o n a l  and adminis-  
t r a t i  ve problems, t h e  program has he1 ped t o  e s t a b l  i s h  1  oca l  
c o m u n i  t y  counci ls ,  b u i l d  g r a i n  s to rage f a c i  1  i t i e s ,  schools,  
water  sys tems , and roads ; and p rov ide  c l  i n i  c a l  and fami l y  
p l ann ing  se rv i ces  f o r  an average 3,000 p a t i e n t s  per  month. 

A. I. D. proposes t o  p rov ide  $75,000 f o r  a  Spec ia l  Development 
A c t i v i t i e s  p r o j e c t  t o  f o s t e r  community coopera t ion  through such 
s e l f - h e l p  p r o j e c t s  as p r o v i d i n g  p ipe  f o r  water  supp ly  systems 
and a  b u i  l d i n g - b l o c k  machine, a s s i s t i n g  a g r i c u l t u r e  and f i s h e r y  
coopera t ives ,  sewing cen te rs  and a r t i s a n  t r a i n i n g  schools.  

F i n a l l y ,  A. I. D. proposes a  $280,000 g r a n t  t o  t h e  OAS Spec ia l  
Development Assistance'  Fund ( H a i t i  Account) t o  p e r m i t  t h e  
:on t inuat ion  o f  an OAS/CIAP techn i ca l  ass is tance miss ion .  Th is  
n i s s i o n  i s  composed o f  L a t i n  American adv i so rs  who h e l p  so l ve  
H a i t i a n  a d m i n i s t r a t i v e ,  p lann ing ,  and management problems, 
through such a c t i v i t i e s  as i n v e n t o r y i n g  n a t u r a l  resources and 
a d v i s i n g  on improved f i s c a l  p r a c t i  ces , educat ion,  and tour ism.  
A. I.D. made an o r i g i n a l  g r a n t  o f  $475,000 t o  t h i s  fund i n  
FY 1968. A1 though i n i t i a l  progress has been slow, because o f  
problems i n  r e c r u i  t i ng French-speaking L a t i n  Ameri can t echn i  - 
c ians ,  t h e  miss ion  i s  now s t a f f e d  and has completed a  number of 
s tud ies  and i s  seeking t o  implement changes based on these 
s tud ies .  



JAMAI CA 
r 

*Includes g ran t s  of $275,000 in  FY 1968, $314,000 in  FY 1969, 
$290,000 in FY 1970 and $300,000 in FY 1971 f o r  population 
programs under T i t l e  X of the  Foreign Assistance Act. 

PROGRAM SUMMARY 
(In millions of dollars) 

The modest A. I .  D. program i s  designed t o  a s s i s t  Jamaica in 
meeting some of the  se r ious  soc ia l  and economic problems r e s u l t -  
ing from a rapidly  growing population on a l imi ted  resource base. 
Although small ,  t he  program i s  of importance t o  the  country 
when coupled with loca l  e f f o r t s  and o t h e r  external  a s s i s t a n c e .  

Development Loans.  . . . . 
Technical Assistance . . . 

Total  A.I.D. Assistance 

Jamai ca continues t o  face  se r ious  problems of heavy population 
pressures ,  unemployment, uneven di  s t r i  bution of income, and the  
need f o r  increased a g r i c u l t u r a l  production. The Government must 
a l s o  deal with soc ia l  tens ions  which a r i s e  from t h i s  combination 
of problems. 

FY 1971 PROGRAM 

FY 1968 
Actual 

0.3  * 

1 .o 

For FY 1971 , A.  I .  D. proposes $730,000 in technical  a s s i s t a n c e .  
In cases where o the r  sources of loan f inancing a r e  not 
a v a i l a b l e ,  A. I.D. i s  prepared t o  consider  loans which would 
have a s i g n i f i c a n t  inf luence upon Jamaican development p o l i c i e s  
and the  r a t e  of Jamaican development. 

A. I .  D. Housing Guaranties programmed a t  $28 mi 11 ion support  a 
s i z e a b l e  local  housing const ruct ion program. Jamaica wi 11 a l s o  
receive  $2 mil l ion in P . L .  480 T i t l e  I1  food donations f o r  
maternal / ch i ld  welfare  and school l unch feeding. Substant ia l  
a s s i s t a n c e  i s  a n t i c i p a t e d  from o the r  a s s i s t a n c e  donors, notably 
IBRD, IDB, and U N ,  a s  well a s  p r iva te  foundations,  Ex-Im Bank, 
and b i l a t e r a l  programs of Canada and the  United Kingdom. 

F Y  1969 
Actual 

0.3* 

0.9 

Family Planning. A. I .  D. wi 11 provide $300,000 in technical  
a s s i s t ance  funds f o r  adv i so r s ,  p a r t i c i p a n t  t r a i n i n g ,  and 
commodities and equipment f o r  c l i n i c s  t o  help Jamaica reach i t s  
goal of reducing the  b i r t h  r a t e  from 3.9% in  1966 t o  2.5% by 
1977. An addi t ional  fo r ty - four  c l i n i c s  opened i n  1969 
increas ing t h e  t o t a l  t o  142 and the  b i r t h  r a t e  had f a l l e n  t o  
3.3% by 1969. 

Agricul ture .  Technical a s s i s t a n c e  ($30,000) wi l l support  t r a i n i n g  
in  extension and marketing programs and consul t ing se rv ices  on 

F Y  1970 
E st lmated 

0.3* 

0.6 

F Y  1971 
Proposed 

0.3* 

0.7 



a g r i c u l t u r a l  c r e d i t  re1 a t ed  t o  execution of a d a i r y  development 
1 oan . 
Pub1 i c  Admini s t r a t i o n .  $70,000 wi 11 provide consu l t an t s  and 
t r a i n i n g  g ran t s  t o  a s s i s t  a major reorganizat ion of income t a x  
admini s t r a t i  on. Small a1 loca t ions  a re  t e n t a t i v e l y  envisaged 
f o r  shor t - term consu l t an t s  t o  a s s i s t  t h e  Government in developing 
f a c i l i t i e s  f o r  improved processing of the  1970 census f i g u r e s .  

Pol i ce  Ass i s tance .  A .  I .  D .  wi 11 provi de $70,000 technical  
a s s i s t a n c e  t o  continue a s s i s t a n c e  t o  t h e  Conitabulary Force. 
Funds budgeted by t h e  Jamaican Government f o r  t h e  Force 
increased from $7.5 mi l l ion  in  1965 t o  over $9 mi l l ion  in  1969, 
and the  United Kingdom continues t o  provide s u b s t a n t i a l  
a s s i s t a n c e .  

The Speci a1 Development A c t i v i t i e s  Fund. $50,000 wi 11 be 
a v a i l a b l e  f o r  small g ran t s  t o  community devel opment organizat ions  
under Ti t l  e IX. 

PANAMA 
---. -- ----- 7 PROGRAM SUMMARY 

( In millions of dollars 

U.S. AID OBJECTIVES 

I 
I 

Development Loans.  . . . . 
Technical Assistance . . . 

( Supporting Assistance . . . 
, 
1 Total  A.I .D. Assistance I l g  

The A . I .D .  program in  Panama i s  concentrated on a c t i v i t i e s  de- 
signed t o  improve income d i s t r i b u t i o n ,  t o  provide f o r  more 
balanced economic growth, and t o  f o s t e r  broader popular p a r t i c i -  
pation in the  development process.  A.I.D. i s  a l s o  encouraging 
Panamanian e f f o r t s  t o  modernize government admini s t r a t i o n  and t o  
expand se rv ices .  

I 

PROBLEMS AND PROGRESS 

F Y  1968 
' ~ c t u o l  

16.3* 
3.0 
0.7 

.- 16.0 1 9 . 3  18.3 4 
*Includes g ran t s  of $471,000 in FY' 1968, $100,000 i n  FY 1969, 

$235,000 in  FY 1970, and $241,000 in FY 1971 f o r  population 
programs under T i t l e  X of the  Foreign Assistance Act. 

Af te r  a slowdown in the  growth r a t e  in  1968, a yea r  marked by 
pol i t i c a  1 d i s r u p t i o n s ,  most ind ica to r s  show c l e a r  improvement 
in l e v e l s  of economic a c t i v i t y  during 1969. The GNP increased 
an es t imated 7%, up from 6.2% in 1968. Construction in Panama 
City a t t a ined  record l e v e l s  with an increase  o f  some 13% over  
1968. Despite world money pressures ,  bank depos i t s  increased by 
over 20%. Substant ia l  i nc reases  in  expor t s ,  primari l y  bananas 
and petroleum, combined with a f a l l i n g - o f f  in  t h e  growth r a t e  of 

F Y  1971 
Proposed 

15.2* 
3.1 - - 

I 

F Y  1969 
Actual 

13.2* 
2.8 
- - 

F Y  1970 
Estimated 

6.2* 
3.1 
- - 



imports, i s  expected to  result  in a reduction in the de f i c i t  on 
goods and services account for  the year. Revenue collections of 
the Central Government were $3 mi 11 ion higher than the $130 
mil 1 ion budgeted. Tax measures aimed a t  generating $1 1 mil 1 ion 
additional yearly revenue became effect ive in February 1970. 

Rural Development. Agriculture employs approximately 40% of 
Panama's work force b u t  produces only about 21% of the Gross 
Domestic Product. Of Panama's 120,000 farmers, 95% have sales 
of less  than $1,000 annually, and 70% have sales of less  than 
$100 per year. By providing access to  credi t ,  promoting extension 
services, cooperatives, and improved marketing and productivity, 
A. I.D. seeks to redress the imbalance of income distr ibution 
within the sector and between agriculture and other sectors of the 
econow. The present imbalance i s  a major contributor to  the 
poor 1 iving conditions and limited opportunity in the rural 
areas and the constant out-migration to  c i t i e s  which lack 
adequate housing and employment opportunities for  rural migrants. 

Urban Rehabi 1 i tation and Devel opment. A. I .  D. has assisted the 
Panamanian Government since 1967 in major urban improvement 
programs. These have included infrastructure development (water, 
sewerage, and s t r e e t s ) ,  manpower training,  employment services, 
slum clearance and resettlement, and community development. 

Human Resource Development. In sp i te  of a l i te racy  rate of 80% 
and the f ac t  that  28% of the national budqet i s  dedicated to 
education, Panama's educational system hai suffered from a 
relat ively low quality of instruct ion,  planning, and administration. 
A new National Plan fo r  Education, completed in FY 1969 with 
A. I .  D.  assistance, ca l l s  for  a balanced program of admini s t ra t ive  
reform, school construction, be t te r  planning and use of educational 
resources, and improved teacher training and curricula. Im- 
plementation i s  scheduled to  begin in l a t e  FY 1970. 

Administrative Reform. The Government's abi 1 i ty to  ut i  1 ize fu l ly  
national resources for  development, and to  respond to  legitimate 
demands for  public services and investments i s  hampered by 
c r i t i ca l  deficiencies in public administration. Some improvements, 
part icularly in tax reform and collection, have been made. An 
A.I.D. loan of $3.7 million for  Public Administration Reform, 
authorized in June 1969, supports major reforms in the c iv i l  
service, in procurement procedures and administrative systems. 

FY 1971 PROGRAM 

The proposed FY 1971 program of $18.3 million comprises $15.0 
mil 1 ion in development loans, $241,000 in grants for  population 
programs, and $3.1 million in grant Technical Assistance. 

The IDB, which in February 1970 signed loan agreements fo r  
agricultural c redi t  and technical assistance to  medium sized 
farmers ($6.4 million) and for  vocational education ($3.4 million) , 



i s  considering a major road construction loan package of up  to 
$18 million. Also in FY 1970, the IBRD i s  expected to finance 
some $42.0 mill ion toward the construction costs of a major 
hydroelectric faci 1 i ty on the Bayano River approximately forty 
miles east of Panama City. In addition, both the IDB and IBRD 
have indicated interest in participating with A. I .  D. in financing 
part of the cost of implementing Panama's National Education Plan. 

A. I .D.  authorized a $3.5 mil 1 ion Small Farmer Improvement loan 
in FY 1969 for expanded agricultural extension and education, 
improved marketing policies and pricing mechanisms, and in- 
creased credit to  approximately 8,000 small farmers. The loan 
provides maximum farmer participation in making decisions which 
affect them as producers. The farmers who will be reached by 
this loan generally operate slightly above the subsistence level. 
In order to ass is t  them in securing farm supplies a t  reasonable 
prices and marketing their  production through efficient con: 
solidated fac i l i t i e s ,  A. I.D. i s  considering a further loan to the 
16,000 member Panamanian Federation of Agricultural Cooperatives. 
The 1 oan woul d provi de the cooperatives with technical assi stance, 
working capital for bulk purchase and distribution of farm supply 
inputs, and purchase and resale of member farm produce. The 
Federati on of Credit Unions may provide an additional or a1 ternate 
approach for attacking farmer credit problems. Financing required 
for these activit ies would total $1.5 million in FY 1971. 

A broader agricultural sectoral study i s  now underway in antici- 
pation of a proposed FY 1971 loan of approximately $10 million. 
The 1 oan' woul d emphasi ze support of crop di versification and 
improved marketing infrastructure, and would complement efforts 
to expand agro- i ndus t ry ,  increase adul t education, and improve 
rural heal t h .  

Grant-funded technical assistance wi 11 be used to prepare these 
loan projects and to coordinate and monitor the Small Farmer 
Improvement 1 oan project. 

A. I.D. ' s  rural development program also aims to improve living 
conditions in interior regions through a $2 million Regional 
Development Studies loan. Studies under this FY 1971 loan would 
aid local governments in broadening their  services and in under- 
taking self-f inancing comnuni ty enterprises, such as market places, 
industrial parks and bus terminals. This loan would also help 
finance studies of infrastructure requi rements, such as streets 
and power and water supplies. 

In order to meet the continuing acute needs in Panama's densely 
populated urban areas, A. I. D. may provide in FY 1971 a 1 oan for 
1 ow-income housing and slum rehabi 1 i tation in the Panama Ci ty-Colon 
area. A. I .  D. a1 so proposes to provide grant technical assistance 
total 1 ing about $670,000 to both pub1 i c  and private institutions 
engaged in community development, urban planning and self-help 
housing. 



I n  FY 1971, a  $1.5 m i l l i o n  A.I.D. l o a n  w i l l  f i nance  ass is tance 
t o  t h e  I n s t i t u t e  f o r  t he  Development o f  Human Resources and t h e  
M i n i s t r y  o f  Labor. The l oan  w i l l  expand an e x i s t i n g  t r a i n i n g  
program f o r  unemployed r e s i d e n t s  o f  urban s l  urns, and s t rengthen 
t h e  Na t i ona l  Employment Serv ice .  

The M i n i s t r y  o f  Hea l t h  and Panama ' s  p r i v a t e  f am i l y ,  p l  anning 
a s s o c i a t i o n  (APLAFA) a re  deve lop ing  a  coo rd ina ted  program t o  
p rov ide  comprehensive f a m i l y  p l ann ing  se rv i ces .  A. I. D. w i  11 
con t i nue  t o  a s s i s t  i n  t h i s  e f f o r t .  

Grant t e c h n i c a l  ass is tance t o t a l  1  i n g  $225,000 w i l l  p r o v i d e  
m o n i t o r i n g  f o r  t h e  P u b l i c  A d m i n i s t r a t i o n  Reform l o a n  and 
adv i so ry  se rv i ces  f o r  long-range r e g i o n a l  development programs 
i n  t h e  i n t e r i o r  o f  Panama. 

PARAGUAY 

PROGRAM SUMMARY 
(In millions of dollars) 

I Total A.I.D. Assistance I 7 -  7 I 9.7 1 3.6  I 9.7 1 
* Inc ludes  $145,000 i n  FY 1969, $225,000 i n  FY 1970, and $355,000 
i n  FY 1971 f o r  p o p u l a t i o n  programs under T i t l e  X o f  t he  Fore ign  
Assistance Act. 

Development Loans. . . . . 
Technical Assistance . . . 

U.S. AID OBJECTIVES 

U.S. A.I.D. e f f o r t s  i n  Paraguay are  designed t o :  ( a )  a s s i s t  
Paraguay t o  c a r r y  o u t  a  comprehensive r u r a l  modern iza t ion  program, 
which emphasizes mechanizat ion and commerc ia l i za t i on  o f  p roduc t ion ,  
s t rengthened producer i n c e n t i v e s ,  development o f  marke t ing  
f a c i  1  i t i e s ,  i n t e n s i f i e d  e x p o r t  promot ion,  and improved r u r a l  
educat ion;  ( b )  a s s i s t  Paraquav t o  develop new educa t i ona l  p o l  i c i e s  , 
c u r r i c u l a  and t e a c h i n  methods; ( c )  suppor t  Governmental popu- 
l a t i o n  programs, and Qd) suppor t  mun ic ipa l  development. 

F Y  1968 
Actual 

1.0 
1 - 7  

A. I .  U. i s  s t r o n g l y  endors ing  e f f o r t s  o f  t h e  In te r -Amer i  can 
Comnittee o f  t h e  A l l i a n c e  f o r  Progress (CIAP) and o t h e r  i n t e r -  
n a t i o n a l  agencies towards encouraging t h e  government t o  adopt  t a x  
and budget measures f o r  marshal 1  i n g  and e f f i c i e n t l y  a1 1  o c a t i n g  
scarce  development resources.  

PROBLEMS AND PROGRESS 

F Y  1969 
Actual 

7.7* 
1.9 

The 'Paraguayan economy has grown i n  r e c e n t  years  o n l y  s l i g h t l y  
f a s t e r  than the  r a t e  o f  p o p u l a t i o n  increase.  The GNP growth 
r a t e  has averaged 4.5%, whi  1  e  p o p u l a t i o n  increase has averaged 

F Y  1970 
Est h a t e d  

0.6* 
3 .O 

F Y  1971 
Proposed 

7.4* 
7.3 



3.1%. The balance o f  payments p o s i t i o n  has s t e a d i l y  d e t e r i o r a t e d ,  
as expo r t s  f e l l  and impor ts  -rose and f o r e i g n  debt  burdens i n -  
creased. Cont inu ing  budget d e f i c i t s  have c o n t r i b u t e d  t o  i n -  
adequate a1 l o c a t i o n  o f  resources f o r  p r i o r i t y  development a c t i v i t i e s .  

c o n s i s t e n t  w i t h  t h e  u r g i n g  o f  CIAP, A. I.D. and o t h e r  i n t e r n a t i o n a l  
agencies, i n  1968 Paraguay began t o  adopt steps f o r  improv ing  
i t s  f i s c a l  s i t u a t i o n .  CIAP recommended n i n e  revenue measures, 
o f  which t h e  Government i n s t i t u t e d  e i g h t .  O f  these, t h e  most 
impo r tan t  were adopt ion  of a  n a t i o n a l  sa les  t a x  and upward r e -  
v a l u a t i o n  of r e a l  es ta te .  The n i n t h ,  a  r e v i s i o n  o f  t he  income t a x  
law, i s  now under a c t i v e  cons ide ra t i on  by t h e  Paraguayan l e g i s -  
l a t u r e .  The enactment o f  these measures c o n t r i b u t e d  i n  1969 t o  
a  13% increase i n  revenues. 

The Government i s  now e n t e r t a i n i n g  a  v a r i e t y  o f  measures f o r  
d e a l i n g  w i t h  i t s  adverse balance o f  payments s i t u a t i o n .  Among 
recen t  s teps  i t  has taken a r e  t h e  issuance by t he  Cent ra l  Bank 
o f  new r e g u l a t i o n s  c e r t a i l i n g  c r e d i t  f i n a n c i n g  f o r  non- 
e s s e n t i a l  impor ts ,  and t h e  es tab l i shment  o f  a  new e x p o r t  p ro-  
mot ion  center .  

Al though t h e  U.S. has sought t o  persuade t h e  Government o f  
Paraguay, th rough the  CIAP mechanism, t o  g i v e  h i g h e r  p r i o r i t y  
t o  t h e  soc i  a1 s e c t o r  th rough i t s  devel opmen t investment programs, 
t h e  Government r e c e n t l y  embarked on a  major  investment program 
emphasizing phys i ca l  i n f r a s t r u c t u r e .  Th i s  program,, expected t o  
absorb as much as 50% o f  t o t a l  p u b l i c  s e c t o r  inves tment  over  
t h e  n e x t  t h r e e  years,  i nc ludes  upgrading t h e  Trans-Chaco Road 
( t o  be a s s i s t e d  by  IDB l e n d i n g ) ,  c o n s t r u c t i o n  o f  a  b r i d g e  over  
t h e  Paraguay R i v e r  (which w i l l  l i n k  t h e  Trans-Chaco Road w i t h  
t he  c a p i t a l  ) , complet ion o f  a  h y d r o e l e c t r i c  complex, and the  
i n i t i a t i o n  o f  an ambi t ious  n a t i o n a l  te lecommunicat ions program. 

A. I. D. has p rov ided  t e c h n i c a l  ass is tance and loans  t o t a l  i n g  
$9 m i l l  i o n  t o  t h e  Na t i ona l  Development Bank f o r  t h e  a g r i c u l t u r a l  
s e c t o r .  These funds w i l l  p rov ide  c r e d i t  t o  commercial farmers 
f o r  t h e  i m p o r t a t i o n  o f  a g r i c u l  t u r a l  equipment, t r a c t o r s  and 
f e r t i l i z e r s  f o r  t h e  p roduc t i on  o f  wheat, and o t h e r  impo r t  
s u b s t i t u t i o n  o r  e x p o r t  crops.  Government-owned l o c a l  cur rency  
generated f r om sa les  o f  about $2.5 m i l  1  i o n  o f  P. L. 480 wheat 
has been r e - l e n t  as a  p a r t  o f  t h e  a g r i c u l t u r e  modern iza t ion  
program. Wheat p roduc t i on  i n  1969 increased.  t o  30,000 m e t r i c  
tons,  an increase o f  about  50% ove r  1968. Th i s  i s  25% o f  c u r r e n t  
wheat consumption, and represents  an impo r tan t  f o r e i g n  exchange 
saving.  

Popu la t i on  i n  Paraguay i s  i nc reas ing  a t  approx imate ly  3.1% 
a  year .  A. I .D. a s s i s t e d  t r a i n i n g  and research  a c t i v i t i e s  i n  
f a m i l y  p l ann ing  are  be ing  supported by t h e  Government. Also, 
p r i v a t e  f am i l y  p l ann ing  c l  i n i c s  have increased-  t h e i r  a c t i v i t i e s  
i n  response t o  a  growing demand by t he  p u b l i c  f o r  more informa- 
t i o n  and access t o  f am i l y  p l ann ing  devices.  



The proposed program for FY 1971 to ta ls  $9.7 mi 1 lion, including 
$2.3 mil 1 ion for  Technical Assistance, $7 million fo r  Development 
loans and $355,000 for population programs. 

Rural Development. Agricultural tecnnl cal assistance ac t iv i t ies  
are provided within a comprehensive framework in which production, 
processing and distribution bottlenecks are identified and 
addressed. Techn i ca'l assistance total  1 i ng $1 mi 1 1 ion i s proposed 
for  FY 1971 along with a $1.5 million loan fo r  import f e r t i l i ze r s .  

Part of A.I.D. assistance will be directed toward strengthing the 
Ministry of Agriculture, the National Development Bank and the 
National University to improve the i r  capacity for  data gathering 
of market and crop analysis. Assistance wi 11 also be provided t o  
design incentives for increased production of selected commodities 
with demonstrated marketing potential.  I t  i s  also planned to 
provide advice and training designed to strenthen inst i tut ional  
capacities through cooperatives , credit  unions and 1 i ves tock 
development programs with emphasis on improved nutrition and 
ranch management for  beef ca t t le .  

Private Enterprise. Technical Assistance w i  11 be provided t o  con- 
tinue assistance to the Development and Productivity Center, fo r  
identifying new investment opportmi t i e s .  Assistance w i  11 a1 sc! 
be provided to  the new txport Promotion Center. Other donors (IBRD 
and OAS) wi 11 provide assistance for  developing tourism. 

Municipal Development. A planned loan of $2 mil 1 ion will be used 
t o  a s s i s t  in creating a municipal bank, which will benefit 150 
small municipalities; by making financing available fo r  the con- 
struction of such faci l  i t i e s  as pub1 i c  markets, sanitary faci l  i t i e s ,  
and health centers. 

Education. Technical Assistance total  1 ing $470 thousand will con- 
tinue ac t iv i t ies  aimed a t  improving elementary and secondary educa- 
tion. Emphasis will be placed on regional education centers and 
improved teaching methods, and on uni versi t y  admini s t r a t i  on, 
teaching methods and curri cul a devel opment. 

A planned $3.5 mil 1 ion loan wi 11 provide technical assistance 
directed primarily a t  improving the quality of rural education 
and developing the s k i l l s  needed for an agriculture-based economy. 
Specif ical ly  , the 1 oan will provide funds for  educational t rain-  
ing, curricula development, and improved administration; fo r  
improvement of faci 1 i t i e s  of the existing four regional educational 
centers; and for the construction of two additional regional centers 
and two teacher training inst i tut ions.  



l a t i o n  and N u t r i t i o n .  Dur ing FY 1971 A. I . D .  w i l l  p rov ide 
,000 t o  support  government popula t ion programs, f o r  research 

and expansion o f  f a c i l i t i e s ,  l a r g e l y  i n  t h e  r u r a l  areas. As an 
i n t e g r a l  p a r t  o f  t h i s  e f f o r t ,  maternal and c h i l d  hea l th  care centers  
w i l l  be estab l ished which w i l l  a l s o  prov ide n u t r i t i o n  and feeding 
Programs, supported by P.L. 480, T i t l e  11 food commodities. 

Pub1 i c  Admini s t r a t i o n .  Technical Assistance o f  $280,000 w i l l  a s s i s t  
t he  M i n i s t r y  o f  Finance t o  improve i t s  t a x  admin is t ra t i on  f a c i l i t i e s  
and modernize i t s  systems o f  accounting, budgeting, and s t a t i s t i c s .  
The Nat ional  U n i v e r s i t y ' s  In-Service T ra in ing  Center wi 11 rece ive 
assistance t o  improve and expand i t s  t r a i n i n g  serv ices t o  the  p u b l i c  
and p r i v a t e  sectors.  

PERU 

I PROGRAM SUMMARY I 

Total A.I.D. Assistance 
- 

5.5 4.0 3.7 3.7 
kIncludes grants  o f  $595,000 i n  FY 1968, $50,000 i n  FY 1969, 
$270,0b0 i n  FY 1970, and $300,000 i n  FY 1971 f o r  popula t ion 

! ragrams under T i t l e  X o f  t he  Foreign Assistance Act. Balance of 
57,000 i n  FY 1968 i s  n o t  new assistance, b u t  represents 

c a p i t a l  i z a t i o n  o f  i n t e r e s t  on p r i o r  year  loan. 

(In millions of dollars) 

U.S. .- AID - OBJECTIVES: 

Since the  coup i n  October 1968, t h e  reduced scope o f  U.S. 
assistance has r e f l e c t e d  both  t h e  t roub led  economic s i t u a t i o n  
associated ' w i t h  measures taken by the mi 1  i t a r y  government, and 
s p e c i f i c  ac t ions which the government has taken con t ra ry  t o  U.S, 
i n t e r e s t s ,  most no tab ly  an uncompensated exp rop r ia t i on  of 
U. S. -owned property.  

Development Loans. . . . . 
Technical Assistance . . . 

The m i l i t a r y  regime i s  h i g h l y  n a t i o n a l i s t  and postu la tes  as i t s  
ob jec t i ve  the rev01 u t i ona ry  t ransformat ion o f  bas ic  s o c i a l  , 
economic, and p o l i t i c a l  r e l a t i o n s h i p s  f o r  t h e  b e n e f i t  o f  the 
masses o f  impoverished Peruvians, who have been dispossessed by 
vested i n t e r e s t s ,  both domestic and fo re ign .  I n  p u r s u i t  o f  t h i s  
goal the Government has announced reforms i n  the  f i e l d s  o f  
government organ izat ion and admin is t ra t ion,  u n i v e r s i t y  admini s- 
t r a t i o n ,  and land reform. It has a l so  promised reforms 
a f f e c t i n g  v i r t u a l l y  every o the r  sector :  banking, mining, 
assembly i ndus t r i es ,  housing, f i s h e r i e s ,  petroleum, and education. 
The prec ise i m p l i c a t i o n s  o f  the  announced reforms are uncer ta in .  
However, the expecta t ion o f  increased government c o n t r o l  and 
i n t e r v e n t i o n  i n  the p r i v a t e  sector  has se r ious ly  weakened 
i n v e s t o r  confidence. 

FY 1969 
Actuol 

.05 * 
4  .O 

FY 1968 
Actuol 

0.7" 
4.8 

FY 1970 
Estimated 

.3 * 
3.4 

FY 1971 
Proposed 

.3* 
3.4 



U. S. objectives include maintaining a mutual ly beneficial 
relationship with Peru, seeking resolution of bi lateral  issues, 
and supporting economic development and social reform effor ts .  
Within th is  context, A.I.D. i s  emphasizing two goals: 
( a )  exerting, where feasible,  a constructive influence on the 
content and implementation of the government's reform measures, 
principally in such key areas as agriculture, public adminis- 
t rat ion and education, where A. I .  D. has for  some years worked 
ex~ensively  and effect ively;  and ( b )  continuing support of 
programs which will benefit the long range social and economic 
development of the Peruvian people, through encouraging 
bro'ader popular participation in development, through such 
ac t iv i t i e s  as comnuni ty  and 1 ocal government devel~pment, 
cooperatives, housing, and fami ly  planning programs.. 

PROBLEMS AND PROGRESS 

The military government has adopted a conservative financial 
course for  confronting the serious f iscal  and balance of paymenas 
problems which had developed in 1967-68. By continuing the 
Belaunde Government's stabi 1 ization program of reduced 
expenditures, increased taxes and foreign debt rescheduling, and 
by following an austere monetary policy, the government was abld 
in 1969 to  achieve a balance of payments surplus and t o  reduce 
the central government's internal debt and inflationary pressures. 
Net foreign exchange reserves increased about $40 mil lion in 
1969 compared with $10 million in 1968, and consumer price 
increases averaged 6% during 1969 compared with 19% during 1968. 

These deflationary measures, coupled with a serious loss of 
investor confidence, led to decreased economic ac t i  vi-ty, a 
dras t ic  reduction of investment, r i  sing unemployment and reduced 
GNP growth rates,  estimated a t  less than 2.0% in 1968 and 1969. 
With population growing a t  over 3% annually, actual declines in 
per capi t a  income and consumpti on were registered. 

The government hopes to  restore a more sat isfactory growth rate 
in 1970 through relaxation of f iscal  and monetary policies. If  
the government can restore business confidence, as wel?, as 
acceptable investment and growth levels within a non-inflationary 
and favorable balance of payments framework, the improvement will 
strongly influence the pace of i t s  reform act iv i t ies .  

FY 1971 PROGRAM 

The FY 1971 A. I. D. program provides 1 imi ted assistance through 
which the United States can select ively a s s i s t  the government's 
development and reform.efforts in areas of long-range importance 
to Peru's modernization. In general, the government has con- 
tinued to  draw effectively upon U.S. technical expertise and 
has supported ongoing A.  I .  D. technical and 1 oan programs. This 
has permitted the United States to  continue meaningful inputs 
into Peru's economic and social devel opment. 



For FY 1971 , A. I .  D. proposes to continue a $3.7 mi 11 ion technical 
assistance program, including $300,000 from loan funds fo r  
family planning ac t iv i t ies .  This program i s  concentrated in two 
areas: ( a )  the agricultural sector, including assistance to  
the agrarian reform, through contracts with North Carol ina State 
and Iowa State Universities for  continued assistance t o  the 
Agrarian University , research, improved producti vi ty and 
marketing of key comnodi t i e s  and admini s trat ion of agricultural 
c redi t ;  and ( b )  publ i c  administration improvement, largely 
through advisory services to  the Ministry of Finance and other 
government en t i t i e s  by a contract with the Ins t i tu te  of Public 
Administration and a PASA with the Internal Revenue Service. 

Increased funding for  family planning programs in both the 
private and publ ic  sector will seek to  increase availabil i ty of 
family planning services. Support will be continued for  Ti t le  IX 
ac t iv i t i e s  in rural comnuni ty development, through provision of 
small loans to  communities for  self-help publ i c  works projects; 

techni'cal assistance for  establ i shmnt of rural cooperatives 
and training of cooperative leaders; and technical and financial 
assistance for  small self-help projects in the urban slum 
communities. A.I.D. will provide $7 million in P . L .  480 Ti t le  I1 
food grants for  child feeding, and other related humanitarian 
programs, and for  Food for  Work reforestation ac t iv i t ies .  On- 
going loans will continue to  be implemented. Subject to  
legislat ive requirements of the Foreign Assistance Act, progress 
in the U.S.-Peruvian bi lateral  relations and Peruvian reform 
e f fo r t s ,  A. I .  D. will consider new Development Loans in ac t iv i t i e s  
specifically related to  current areas of technical assistance 
concentration. 

URUGUAY 

I 1 

PROGRAM SUMMARY 
(In millions of dollars) 

U.S. AID OBJECTIVES 

Development Loans. . . . . 
Technical Assistance . . . 

Total A.I.D. Assistance 

A.1 . D .  seeks to  help Uruguay: ( 1 )  achieve substantial economic 
growth while maintaining an effect ive stabi 1 ization program; ( 2 )  
expand and di versify exports ; (3)  moderni ze agri cul ture and the 
agro-business sector; and (4)  improve the economic analysis and 
management capability of the Uruguayan public sector .  

FY 1968 
Actuol 

15.0 
. 1.3 

16.3 

FY 1969 
Actual 

- 
1.6 

1.6 

FY 1970 
Estirnatad 

15.0 
1.8 

16.8 

FY 1971 
Proposad 

5.8 
1.6 

7.4 



PROBLEMS AND PROGRESS 

Since t h e  m i d - 1 9 5 0 ' ~ ~  per  c a p i t a  GNP has decreased 14%. Con- 
tri buting t o  t h i s  economic d e t e r i o r a t i o n  were decl in ing  world 
market p r i c e s  f o r  l i ves tock  products a f t e r  t h e  Korean War, inde- 
c i s i v e  economic pol i c i e s  r e s u l t i n g  from weak and divided cen t ra l  
government a u t h o r i t y ,  i nc reases  i n  government soci  a1 programs and 
p r i v a t e  consumption, and neg lec t  of the  expor t  s e c t o r  i n  favor  of 
uneconomi c import s u b s t i t u t i o n .  During t h i s  period t h e  economy 
was cha rac te r i zed  by over-expanded publ ic  employment, budget 
d e f i c i t s ,  i n f l a t i o n ,  an over-valued exchange r a t e  with r e s u l t i n g  
dec l in ing  expor t s ,  a fa1 1 i n  r ea l  income, l abor  unres t ,  inadequate 
savings and investment,  and f i n a l  l y  , t he  emigration of many t a l -  
ented young Uruguayans faced w i t h  a lack of oppor tuni ty .  

T h i s  s i t u a t i o n  continued u n t i l  mid-1968 when under a new Consti-  
t u t i o n ,  a new government enacted a combination of t i g h t  monetary 
and f i s c a l  c o n t r o l s ,  and wage and p r i c e  r e s t r a i n t s .  These p o l i -  
c i  e s  reduced t h e  r a t e  of i ncrease i n  t h e  c o s t  of 1 i vi ng t o  1 .6% 
i n  t h e  second s i x  months of 1968, a d e c l i n e  from 64% r e g i s t e r e d  
i n  t h e  f i r s t  ha1 f of the  y e a r .  The cost-of-1 iv ing  inc rease  i n  
1969 -- 14.5% -- was well below t h e  t a rge ted  l eve l  of 20%. GNP 
grew about 5% i n  1969. 

These monetary and f i s c a l  pol i c i e s  have succeeded i n  mai n t a i  ni ng 
t h e  exchange r a t e  s e t  a f t e r  t h e  devaluat ion i n  Apri 1 1968. As a 
r e s u l t ,  i n  1969 meat expor t s  expanded, and t o t a l  expor ts  increased 
s l  i g h t l y ,  i n  s p i t e  of d isappoint ing s a l e s  of wool. 

Now t h a t  t h e  government has brought t h e  i n f l a t i o n a r y  s p i r a l  under 
c o n t r o l ,  i t  i s  focusing on t h e  more d i f f i c u l t  problem of achieving 
s u b s t a n t i  a1 economic growth while maintaining an e f f e c t i v e  s t a b i  1 l- 
za t ion  program. 

In suppor t  of t h e  government's s t a b i l i z a t i o n  e f f o r t s ,  A.I.D. ap- 
proved a $1 5 mi 11 ion a g r i c u l t u r a l  s e c t o r  loan i n  1968 f o r  pro- 
curement of a g r i c u l t u r a l  equipment and f e r t i  1 i ze r .  Local currency 
generated by t h e  s a l e s  of t h e s e  imports t o  t h e  p r i v a t e  s e c t o r  i s  
used t o  suppor t  s h o r t  and medium term a g r i c u l t u r a l  c r e d i t  and t h e  
government's ag r i  cul t u r a l  investment program. A $22 m i  1 1 ion PL 
480 T i t l e  I Sa le s  Agreement t o  purchase wheat and corn was a l s o  
negot ia ted  i n  FY 1968. A $15 mi l l ion  loan author ized i n  FY 1970 
w i l l  provide much needed medium-term c r e d i t  t o  t h e  p r i v a t e  indus- 
t r i a l  s e c t o r  f o r  c a p i t a l  goods imports,  thereby promoting increased 
producti  vi t y  and economic growth. 

FY 1971 PROGRAM 

Proposed A.I.D. a s s i s t a n c e  i n  FY 1971 i s  $7.4 m i l l i o n ,  inc luding 
$1.6 m i  11 ion f o r  technical  a s s i s t a n c e  and $5.8 m i  11 ion f o r  develop- 
ment loans .  A .  I . D .  p lans  a $5 m i  11 ion loan t o  s t i m u l a t e  t h e  



p r i v a t e  s e c t o r  through a  P r i v a t e  Development Corpora t ion ,  which 
would h e l p  m o b i l i z e  l o c a l  savings and promote f o r e i g n  inves tment  
i n  Uruguay's p r i v a t e  s e c t o r .  A. I . D. a1 so proposes t o  1  end up t o  
$800,000 t o  i nc rease  t h e  f i nanci  ng ava i  1  a b l e  under t h e  Carrasco 
A i r p o r t  Loan s igned i n  FY 1968. The new l oan  w i l l  p rov ide  funds 
t o  purchase and i n s t a l l  t r a f f i c  c o n t r o l  and o t h e r  s a f e t y  equipment 
necessary t o  cont inued use o f  t h e  a i r p o r t  by t he  major  i n t e r n a t i o n -  
a l  j e t  a i r  l i n e s ,  i n c l u d i n g  a  major  Un i t ed  S ta tes  f l a g  c a r r i e r .  

A g r i c u l t u r e .  I n  FY 1971 A.I.D. w i l l  a t tempt  t o  coo rd ina te  U.S. 
ass i s tance  more e f f e c t i v e l y  w i t h  t he  IBRD, IDB, and UN, p a r t i c u -  
1  a r l y  i n  t h e  A g r i  c u l  t u r e  Sector .  A. I. D. w i  11 p rov ide  t e c h n i c a l  
ass i s tance  o f  $61 5,000 t o  suppor t  M i n i s t r y  o f  A g r i  cu l  t u r e  and 
Bank o f  t h e  Repub l ic  i n i t i a t i v e s  i n  s e c t o r  p lann ing ,  improved 
market ing  p r a c t i c e s ,  superv ised c r e d i t  and agro-business expansion. 

Expor t  Development. The government i s  r eo rgan i z i ng  and c e n t r a l -  
i z i n g  i t s  f o r e i g n  commerce a c t i v i t i e s  w i t h i n  t he  government, and 
contemplates es tab l i shment  o f  a  separate, semi -pub l ic  e x p o r t  p ro-  
mot ion agency. $50,000 i s  proposed f o r  t e c h n i c a l  adv ice  and 
t r a i  n i  ng t o  be p r o v i  ded t o  these key organ i  z a t i  ons . 
Pub1 i c  Admin i s t ra t i on .  The p lann ing ,  economic a n a l y s i s  and 
management capabi 1  i t y  of pub1 i c  and semi -pub1 i c  agencies w i  11 be 
supported by t r a i n i n g  and c o n t r a c t  adv ice .  $1 10,000 i s  proposed 
f o r  a  two-man IRS t a x  team t o  con t i nue  t o  a s s i s t  t he  D i r e c t o r  
General o f  Taxes i n  improved a d m i n i s t r a t i o n ,  systems a n a l y s i s  and 
c o l  1  e c t i  on procedures. 

Labor. The Arneri can I n s  t i t u t e  f o r  Free Labor Development (A1 FLD) 
w i  11 p rov ide  c o n t r a c t  ass i s tance  and t r a i n i n g  ($250,000) t o  demo- 
c r a t i c  l a b o r  unions and coopera t ives .  

P u b l i c  Safe ty .  $200,000 i s  proposed f o r  A. I .D. adv isors ,  t r a i n -  
i n g  programs and l i m i t e d  communications equipment t o  adv ise  
~ r u g u a y a n  po l  i c e  forces i n  techniques o f  modern p d t r o l  i n v e s t i -  
ga t ions ,  r i o t  c o n t r o l  and communication. 

VENEZUELA 

PROGRAM SUMMARY 
( In millions of dollars) 

, Total  A.I.D. Assistance 1.5 0.9 0.8 0.6 
* Inc ludes  g ran ts  o f  $356,000 i n  FY 1968, $27,000 i n  FY 1969, 
$1 37,000 i n  FY 1970, and $129,000 i n  FY 1971 f o r  p o p u l a t i o n  pro-  
grams under T i t l e  X o f  t h e  Fore ign  Ass is tance Ac t .  

1 
I Development Loans.  . . . . 
I Technical Assistance . . . 

F Y  1968 
Actual 

0.4* 

F Y  1969 
Actual 

.027* 
0.9 

F Y  1970 
Estimated 

0.1* 
0.7 

F Y  1971 
Proposed 

0.1* 
0.5 



The small A. I  . D .  technical ass is tance program in Venezuela i s  
designed t o  provide U.S. technical know1 edge f o r  1 imi ted ac t i v i -  
t i e s  i n  areas of c r i t i c a l  need. The program concentrates on 
improving education and vocational t ra in ing ,  increasing the 
ava i l ab i l i t y  of family planning assis tance and low cost  housing, 
and strengthening Venezuelan internal secur i ty  forces.  Because 
of Venezuela's abil  i t y  t o  finance projects  from other  sources, no 
concessional A.I.D. loans have been made s ince FY 1963. 

PROBLEMS AND PROGRESS 

Economic growth and po l i t i ca l  s t a b i l i t y  in Venezuela depend over- 
whelmingly on income from petroleum. Oil revenues account f o r  
26% of the GNP, 67% of government revenues and 92% of foreign 
exchange earnings. While Per capi ta  GNP has been high by Latin 
American standards (near ly  $925), i t  i s  very unevenly d i s t r ibu ted .  
The annual GNP growth r a t e  o f  n e a r l y  5% i s  counterbalanced. by one 
of the  world's highest population growth rates--estimated a t  3.5%. 

The proposed FY 1971 program consis ts  of $521,000 in Technical 
Assistance, primarily fo r  pub1 i c  safety and education, and 
$129,000 from loan funds fo r  family planning projects .  

Pub1 i c  Safety. For more than e igh t  years  the "Armed Forces of 
National Liberation", t ra ined and financed mostly by Cuba, have 
engaged in gue r r i l l a  and t e r r o r i s t  a c t i v i t i e s  i n  Venezuela. To 
a s s i s t  Venezuela in improving capabi 1 i  t y  f o r  preserving internal  
securi  ty ,  A. I .  D .  pl ans t o  provide $220,000 in FY 1971 fo r  advisors 
and for  t ra in ing  of Venezuelan police o f f i c e r s  in the U.S. Since 
1962 the program has helped t o  es tab l i sh  a unified command center ,  
modernize national pol i ce  records, and t r a i n  16,000 Venezuelan 
pol ice  o f f i c i a l s .  

Education. A .  I .  D.  proposes $1 75,000 f o r  programs aimed a t  expand- 
ing educational and employment opportuni t ies .  Emphasis wil l  be 
on t ra in ing  of high level Venezuelan o f f i c i a l s  in the United 
S ta tes  in planning and research, and human resources development. 

Demography and Family Planning. A.I.D. will  a s s i s t  public and 
pr ivate  agencies involved in demographic s tud ies  and related 
a c t i v i t i e s .  For FY 1971 $129,000 i s  planned fo r  t h i s  project .  

EASTERN CARIBBEAN REGIONAL 

PROGRAM SUMMARY 
(In millions of dollars) 

Development Loans. . . . . 
Technical Assistance . . . 

Total A.I.D. Assistancm 

FY 1968 
Actual 

- 
. 0.05 

0.05 

FY 1969 
Actuol 

- 
0.1 
0.1 

FY 1970 
E st imoted 

6.0 
0.1 
6.1 

FY 1971 
Proposed 

- 
0.4 
0.4 

b 



The Eastern Caribbean encompasses Barbados and t h e  Engl ish  speaking 
Windward and Leeward Is lands.  A.I.D. does n o t  have, n o r  does i t  
foresee, any b i l a t e r a l  programs i n  t h i s  area. Our assistance i s  
small r e l a t i v e  t o  o t h e r  donors such as Canada and t h e  Uni ted 
Kingdom. However, the Uni ted Sta tes  s t rong ly  favors  and en- 
courages the  I s l a n d ' s  i n i t i a t i v e s  toward reg iona l  cooperat ion 
requ i red  f o r  .the economic v i a b i  1  i t y  o f  t h e  Eastern Caribbean. 

The Governments o f  t he  area estab l ished a  Regional Development 
Agency i n  1968 as a  f i r s t  s tep  i n  coo rd ina t ing  regional  develop- 
ment planning. They have adopted an A.1 .D. s tudy o f  t h e  f u t u r e  
of tour ism i n  t h e  Eastern Caribbean as a  bas is  f o r  tou r i sm develop- 
ment. PI. 1971 con t rac t  techn ica l  assistance w i l l  he lp  them im- 
plemen't the study recomnendations. Another con t rac t  study 
c u r r e n t l y  underway should prov ide tne  i s l a n d  Governments w i t h  a  
bltepvint f o r  reg iona l  economic planning, i n c l u d i n g  the  i d e n t i f i -  
c a t i o n  o f  p r i o r i t y  p r o j e c t s  f o r  .external f i nanc ing .  A. I. D. i s  
prepared t o  a s s i s t  i n  developing investment proposals w i t h i n  the  
reg iona l  p r i o r i t i e s .  Through an agreement w i t h  the U n i v e r s i t y  o f  
t h e  West Ind ies ,  A.1 .D. i s  a l so  he lp ing  t h e  Regional Development 
Agency t o  improve t h e  c o l l e c t i o n  o f  data on t rade  and tourism, t o  
conduct sample surveys, and t o  t r a i n  l o c a l  personnel i n  s t a t i s t i c s  
and survey techniques. I n  FY 1971 t h i s  assistance w i l l  be con- 
t i nued  and phased down as the data c o l l e c t i o n  program becomes 
f i r m l y  establ ished. 

With Uni ted Nat ions Development Program (UNDP) assistance, the  
Engl ish  speaking areas o f  t h e  Caribbean organized a  Caribbean 
Development Bank on January 31, 1970. The members o f  t h e  Bank 
are  t h e  e i g h t  i s lands  o f  t h e  Eastern Caribbean, T r i n i d a d  and 
Tobago, Guyana, Jamaica and the  Bahamas, p lus  Canada and t h e  
Uni ted Kingdom. The Bank has been c a p i t a l i z e d  a t  $50 m i l l i o n ,  
w i t h  t h e  coun t r i es  o f  t h e  area p rov id ing  60% o f  t h e  c a p i t a l  and 
the  Uni ted Kingdom and Canada together  p r o v i d i n g  40%. A.I.D. 
expects t o  complete nego t ia t i ons  i n  FY 1970 f o r  a  $6 m i l  1  i o n  loan 
t o  t h e  Bank. Th is  loan and subsequent loans w i l l  g i v e  t h e  Un i ted  
Sta tes  an oppor tun i t y  t o  c o n s t r u c t i v e l y  p a r t i c i p a t e  i n  t h i s  key 
f i n a n c i a l  i n s t i t u t i o n  f o r  t h e  area. Fur ther  1  ending i s  cont ingent,  
however, on whether experience ind ica tes  t h a t  cont inued U.S. 
support  i s  appropr iate.  

A.I.D. investment guaranty agreements a r e  i n  e f f e c t  w i t h  t h e  
count r ies  and Associated States o f  t h e  area. App l i ca t i ons  f o r  
guarant ies have been rece ived p r i m a r i l y  f o r  tour ism investments. 



PROPOSED FY 1971 PROGRAM 
(Thousands of Dollars) 

Coun t ry  

- LATIN A M E R I C A  

. . . . . .  TOTAL. 

. .  In te r -Amer i can  Orgs. 
. . .  Reg iona l  Programs. 

Argent  i na. . . . . . . .  
601 i v i a .  . . . . . . . .  
B r a z i  l . . . . . . . . .  
CENTRAL AMER l CAN 

ECONOMIC COMMUNITY: 
Reg iona l  O f f i c e  o f  

C e n t r a l  Amer ica and 
. . .  Panama (ROCAP). 

. . . . . .  Cos ta  R i c a  
. . . . .  El  Sa lvador .  

. . . . . .  Guat ema l a. 
Hondu r a s  . . . . . . .  

. . . . . .  Nicaragua.  

C h i l e .  . . . . . . . . .  
C o l o m b i a .  . . . . . . .  . . .  Domin ican R e p u b l i c  
Ecuador. . . . . . . . .  
Guyana . . . . . . . . .  
H a i t i .  . . . . . . . . .  
Jamaica. . . . . . . . .  
Panama . . . . . . . . .  
Fa raguay . . . . . . . ,  
Peru  . . . . . . . . . .  

. . . . . . . .  U ruguay. 
Venezuela.  . . . . . . .  
East  Car ibbean  Reg iona l  

. . . . . . .  P rog  rams. 
Program Suppor t ,  I n t e r -  

r e g i o n a l  A c t i v i t i e s  . . 
U n d i s t r i b u t e d  Pop. G r a n t s  

T o t a l  

Type o f  Assistance 

A l l  iance fo r  Progress 

Devel omen t 
Loans 

Teen i ca l 
Ass IS tance 

Supporting 
Assistance 

a /Exc ludes  t r a n s f e r  o f  $9 m i l l  i o n  t o  In te r -Amer i can  S o c i a l  
Development I n s t i t u t e .  

b l ~ r a n t s  f o r  p o p u l a t i o n  programs under  T i t l e  X o f  t h e  F o r e i g n  
Ass i s t a n c e  Act .  
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