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PROPOSED PROGRAM AND LEGISLATION 

I. THE LEGISLATION 

Last  year the Congress d i rec ted  the President  t o  undertake a re -  
appraisal  o f  a l  1 U.S. f o re ign  assistance programs, economic and 
m i l i t a r y ,  t o  make i n t e r i m  recommendations by June 30, 1969 and t o  
submit a f i n a l  r e p o r t  by March 31, 1970.* 

The i n t e r i m  recommendations are contained i n  the Pres 
Foreign A id  Message o f  May 1969; i n  the provis ions o f  
Assistance Act o f  1969; and i n  t h i s  Program Presentat 
Congress : 

The major concl usions and recommendations are these: 

i d e n t ' s  
t he  Foreign 

i o n  t o  the 

--Foreign assistance remains an essent ia l  func t ion  
o f  U.S. fore ign p o l i c y  arrd must be continued, a t  an 
adequate l e v e l  , f o r  reasons o f  na t iona l  s e l f - i n t e r e s t  
and c o l l e c t i v e  good conscience. 

- -Pr iva te  en terpr ise  and i n d i v i d u a l  i n i t i a t i v e  must p lay  
an even greater  r o l e  i n  development. 

--Technical assistance must be more imag inat ive ly  used, 
more e f f e c t i v e l y  managed and more generously funded. 

--Mu1 ti 1 a t e r a l  assistance should be increased t o  share 
the assistance e f f o r t  and b r i ng  the  experience o f  
many donors t o  bear on the problems o f  development. 

--Our h ighest  p r i o r i t i e s  must continue t o  be increas ing  
food product ion and reducing soar ing populat ion growth 
ra tes  . 

This yea r ' s  f o r e i g n  a i d  b i l l  replaces substant ia l  pa r t s  o f  the 
Foreign Assistance Act  o f  1961, which author izes the  A.I.D. pro- 
gram, t o  r e f l e c t  new p r i o r i t i e s  and new d i rec t i ons - -p r imar i l y  the 
increased use of p r i v a t e  en terpr ise  i n  development and the greater  
focus on techn ica l  assistance. 

--The b i l l  creates a new Overseas P r i v a t e  Investment 
Corporat ion t o  take over most o f  A. I .D. ' s  present U.S. 
investment i ncen t i ve  programs and c a r r y  out o ther  
a c t i v i t i e s  i n  cooperat ion w i t h  developing nat ions t o  
increase the  con t r i bu t i on  o f  U.S. investment t o  develop- 
ment. 

--The b i l l  l ays  new s t ress  on A.I.D. 's r o l e  as a s t imu lant  
t o  p r i v a t e  en te rp r i  se abroad. 

--The l e g i  s l a t i o n  emphasizes the  important  r o l e  of techn ica l  
assistance i n  the development process by grouping i n  one 
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'Sections 501 and 502 of  t h e  F o r e i g n  A s s i s t a n c e  Act  of  1968,  
sponsored by S e n a t o r  J a c o b  K.  J a v i t s ,  p r o v i d e :  

"LECWLRATION OF POLICY 

"Sec. 501. Thr C o m r r s s  d e c l a r e s  t h a t ,  i n  vlew of  changlng worrd  conditions and ihr c o n t i n u e d  
need t o  MLr Cnttr.3 s t a t e s  f a r e l g n  a s s i s t a n c e  p r c q r n a s  a n  c r l r c t l v t  i w l e m e n t  of C n i r e d  
S t a t e .  f o r * - i g n  p l i , . - f .  there should  b e  a coq.,reP:sr*lr% r . v ~ w  and r -orqanlza t lor ,  of a l l  
u n i t e d  S t a t r r ,  f a r v i ~ n  a s s i s t a n c e  p r w r m s ,  l ~ . c l u J l n q  r - o r o l l l c  d ~ v r l o p n t  and t n c h r l c a l  as- 
s i s t a n c e  program<,  m i l i t a r y  a s s i n r m c r  and s a l e s  programs,  and programs i n v o l u l n o  c o r t r i b u -  
t i o n s  a d  & q r . n t m  by tbs Cni ted  S t a t v .  t o  international l e n d i n g  institutions nqd o t t l e r  ~ n -  
t e r n a t l o n n l  u r q * n l z r t l c n .  co: cerned r l t b  t h e  d e v n l o p e n t  o f  f r l e n d l y  f o r e i g n  colntrles and 
areas. 

qnSec. 502. ( a )  I n  f u r t h e r a n c e  ~f  L h  ~ o l l c y  of  thls p a r t ,  the P r e s i d e n t  i s  r e q u e s t e d  t o  make 
a  thorough ark3 c~ny.rchcnriv* r e a ~ r a l c a l  of  Uni ted  S t a t e s  f o r e i g n  a s s i s t a n c e  programs,  a s  
deacr lb-4  l n  r-.rclon 551. nm t o  l i i t r r l r  t o  t h e  Canqrrmt, o n  o r  t-fore March 31, 1970, h i s  
r e ~ - r d a t l o n .  f o r  a c h l r v ~ ~ . g  such z ~ f o r m s  I n  ntd r r c r q m ~ z a r l o n  of future forwryn a s s i s t a n c e  
programs as h e  determines t o  be  :ircrnnary and rcyropr lnrm i n  t h e  nAcr0nt.l I n r r r c r t  I n  t h e  
l i q h t  of such reappra~sal. The President 1" r q w r t , . d  t o  .&l t  r o  thr. Cor.-jrr.rn. on o r  be- 
for"  J u l y  1 .  1 9 6 9 ,  nn ln' .arim r . . p r t  pr -mrnt ln?  .w.y y r r i  l r z n n r y  r n c c r z w c d r t ~ o r m  f a m a l a t e d  
by h m  j u r - u n n t  t o  rlila r .nc t lon .  

Ibl 1 t  11 t h e  s e n s e  of t h e  Cc.r,-qrr.%r t t  rT t 1 . r  r r .4Fpr l i*a l  yro*J idrd  f o r  i n  nubrrcticn ( a )  
s t r u l d  r n c l u d e ,  b u t  n o t  be limlt1.4 t o .  an d ? a l p l .  .r?.d r o ? n l J * r j t l o n  o f  yroy-mnlm c o n c e r n i n g  
tht. r * i t s h l > s h m e n t  of r ihvernmvnt o:rlurn'.lon ur a f r ~ J ~ ~ r o L l y  rhar t r red  y r l v s t n  c o r p o r a t i o n  
dnm:qwd to m o b l l l z e  and f a c i l i t a t e  t h e  use  of L l n l t c l  . ' t n i n v  [ r i v a t e  capit11 art!; r t ~ l l s  i n  
lmmn d r v r l o p e d  f r l e n d l y  c o u n t r i e s  and areas ,  I r .c ludmg whether  such s - o r p r a t l o n s  should  be  
nvchvr\rnl ta - -  

( 1 )  u t l l i z e  ' k r r r m n t  g u a r a n t e e s  and f v r d s  a s  w e l l  a s  p r l v a t e  funds;  
( 2 )  s e e k ,  d e r . r l w .  p r m o t c ,  and u7.d-rurltr n r r  I r t v r r r t r r n t  ~ r o l r r t . ~  
(3) a r s l s t  i n  t r a n s f e r r i n g  s k i l i .  I r 4  ?n-*n~lv;;- t n  1-3 .  d r v r 1 c ; r d  f r l e r - j l y  -c.vntrLes 

and a r e a s ;  and 
( 4 )  i n v e s t  I n  t h e  securities o f  davvlopment f i n a n c i n g  institutions and a s s i s t  i n  t h e  

f o r m a t i o n  and expansion o f  l o c a l  c n $ l c a l  markets." 
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FY 1970 REQUEST AND PROPOSED PROGRAMS UNDER THE FOREIGN ASSISTANCE ACT 
( I n  m i l l i o n s  o f  d o l l a r s ) - - -  

FY 1970 FY 1970 FY 1970 
A u t h o r i z a t i o n  App rop r i a t i on  Proposed 

Assis tance Category Request Request Program !I/ 

ECONOMIC ASSISTANCE 
Devel opment Loans 
A1 1 i ance f o r  Progress 

Development Loans 
Technical  Assistance 

Worl d-Wi de 
A1 1 i ance f o r  Progress 
Mu1 t i  1 a t e r a l  Organi 

Cont i  ngency Fund 
vtions Suppor t ing Assistance- 

Indus Basin development, g ran t s  
Indus Basin development, 1 oans 
American School s and Hosp i ta ls  

Abroad 
Adm in i s t r a t i ve  Expenses, A. I .D. 
Adm in i s t r a t i ve  and Other 

Expenses, S ta te  

TOTAL A.I.D. ASSISTANCE 2,205.4 2,210.0 2,443.2 

OVERSEAS PRIVATE INVESTMENT 
CORPORATI ON 

GRANT MILITARY ASSISTANCE 375.0 375.0 434.0 

TOTAL 

a/ The FY 1970 proposed program i s  t he  t o t a l  amount o f  funds t h a t  would be a v a i l a b l e  t o  c a r r y  o u t  programs under t h e  Fore ign Ass is tance - 
Act.  The proposed program cons i s t s  o f  t he  new appropr ia t ions  requested and a d d i t i o n a l  funds a v a i l a b l e  f o r  use i n  FY 1970, such as re -  
payments on p r i o r  1 oans, reimbursements, and uncomni t t e d  o r  deobl i g a t e d  funds f rom p r i o r  years.  

b/ Inc ludes  c o n t r i b u t i o n s  t o  c e r t a i n  Mu1 ti 1 a te ra l  Organizat ions and Programs. 
E/ No new a u t h o r i z a t i o n  i s  needed s i nce  t he  Foreign Ass is tance Ac t  o f  1967 au thor ized  t he  app rop r i a t i on  o f  $51.22 m i l l i o n  f o r  Indus Basin 

Loans. The amount shown i s  t he  app rop r i a t i on  request.  
g/ The Fore ign Ass is tance A c t  conta ins permanent au tho r i za t i on  f o r  app rop r i a t i on  o f  "such amounts as may be necessary". The amount shown 

i s  t h e  a p p r o p r i a t i o n  request .  
e/  The 'proposed a u t h o r i z a t i o n  ac t  prov ides f o r  t he  a p p r o p r i a t i o n  o f  "such amounts as may be necessary". The amount shown i s  t he  appro- 
C 

p r i a t i o n  request .  
f/ The a p p r o p r i a t i o n  reques t  i s  t o  p rov ide  reserves t o  back c e r t a i n  investment quaranty  programs o f  t he  Corporat ion No o b l i g a t i o n s  o r  
* 

expendi t u r e s  a re  expected. 



PROPOSED PROGRAM AND LEGISLATION 

place the  prov is ions  r e l a t i n g  t o  b i l a t e r a l  and mu1 ti- 
l a t e r a l  technical  assistance and provid ing a two-year 
funding author iza t ion .  

I I. ORGANIZATION CHANGES 

Changes i n  l e g i s l a t i o n  are accompanied by changes i n  the organiza- 
t i o n  o f  A.I.D. 

--A new Technical Assistance Bureau, headed by an Ass is tan t  
Admin is t ra tor  , i s  being created t o  consol i d a  t e  and 
strengthen the  cen t ra l  techn ica l  assistance s t a f f  t o  
enable i t  t o  p lay  a st ronger r o l e  i n  developing and im- 
plementing technical  assistance a c t i v i t i e s .  

--An Audi tor-General , repo r t i ng  d i r e c t l y  t o  t h e  A. I .D. 
Administ rator ,  w i  11 be appointed w i t h  supervision over 
e x i s t i n g  a u d i t  and inspect ion  elements o f  t h e  Agency. 
He w i  11 be charged w i t h  making sure t h a t  management 
systems are operat ing t o  p r o t e c t  aga ins t  abuses i n  the  
uses o f  A.I.D. funds. 

--With t h e  c rea t i on  o f  the  Overseas Pr iva te  Investment 
Corporation, A.1 .D. ' s  Ass is tan t  Administ rator  f o r  P r i v a t e  
Resources and h i s  s t a f f  w i l l  t u r n  from d i r e c t  management 
o f  A.I.D. ' s  investment i ncen t i ve  programs t o  a r o l e  o f  
d i r e c t i n g  A.I.D. ' s  regu la r  program toward s t imu la t i on  o f  
p r i v a t e  en terpr ise  i n  t he  less  developed count r ies  i n  a 
manner t h a t  complements the  work o f  the  Corporation. 

111. LONGER-TERM STUDY 

These proposed l e g i s l a t i v e  and organizat ional  changes, a f f e c t i n g  
almost exc lus i ve l y  the A.1 .D. program, are j u s t  the f i r s t  steps-- 
b u t  important  s teps-- in r e d i r e c t i n g  our fo re ign  a i d  programs and 
'making them more e f f e c t i v e .  

The Executive Branch, under the  Pres ident 's  d i  rection,wi 11 continue 
an i n tens i ve  rev iew of a l l  U.S. fore ign a i d  a c t i v i t i e s  w i t h  a view 
t o  making comprehensive proposal s next  year. 

To he lp  fashion these proposals, the President w i l l  appoint  a 
Task Force on Foreign Economic and M i l i t a r y  Assistance. This group 
w i l l  inc lude representat ives o f  business, banking, t he  academic 
community , church and soc ia l  groups, industry,  1 abor , a g r i c u l t u r e  
and others.  

INTERNATIONAL 

FY 1970 TOTAL . . . . ! 
(Economic Programs.. . . $ 4  

,reign Military Soles. 



'55 '56 '57 '58 '59 '60 '61 '62 '63 '64 '65 '66 '67 '68 '69 '70 
Fiscal Years (program 1 



PROPOSED PROGRAM AND LEGISLATION 

I V .  THE PROPOSED PROGRAM 

What i s  Fore ign  Aid? The economic ass is tance  program c a r r i e d  o u t  
by t h e  Agency f o r  I n t e r n a t i o n a l  Development i s  about h a l f  o f  t h e  
t o t a l  U .S. f o r e i g n  ass is tance  program. 

Other  p a r t s  of fo re ign  a i d  are thee Food f o r  Peace .(P.L. 480) 
program, t h e  Peace Corps, s u b s c r i p t i o n s  and c o n t r i b u t i o n s  t o  mu1 t i  - 
l a t e r a l  l e n d i n g  agencies, and m i  1 i t a r y  ass is tance.  

Other  overseas programs, such as Expor t - Impor t  Bank loans and 
gua ran t i es  and t h e  Fore ign M i l i t a r y  Sales program, a re  n o t  f o r e i g n  
ass i s t ance  i n  t h e  sense o f  concess ional  a i d  a t  a  c o s t  t o  t h e  
Treasury.  Bu t  these programs do pe rm i t  o t h e r  coun t r i es  t o  buy 
American goods on c r e d i t  n o t  a v a i l a b l e  commercial ly.  They a re ,  
t h e r e f o r e ,  p a r t  o f  t h e  t o t a l  package o f  f i n a n c i a l  t o o l s  se r v i ng  
var ious  U.S. domest ic and f o r e i q n  po l  i c y  i n t e r e s t s .  

How much f o r e i g n  a i d  do we p rov ide?  The t o t a l  U.S. a i d  
program proposed f o r  F i s ca l  Year 1970 amounts t o  about  $4 112 
b i l l i o n - - 2 . 3 %  o f  t h e  Federal Budget, and l e s s  than 112% o t  o u r  
Gross Na t i ona l  Product .  O f  t h i s  t o t a l ,  about h a l f  i s  i n  t h e  A.I.D. 
program, o n e - f o u r t h  i n  P .L. 480 a g r i c u l t u r a l  product g ran t s  and 
c r e d i t s ,  one- ten th  i n  m i l i t a r y  a i d ,  and t h e  balance i n  o t h e r  p ro -  
grams. I n  1949, d u r i n g  t he  Marshal l  Plan, economic a i d  was c l o s e  
t o  3% o f  o u r  GNP. Dur ing t h e  Mutual S e c u r i t y  Act p e r i o d  o f  1953- 
1961 , i t  averaged we1 1 over  1/2%, whi l e  d u r i n g  e a r l y  years  o f  t h e  
Fore ign  Ass is tance  Ac t  o f  1961, i t  was c l o s e r  t o  314% o f  GNP. 

The Un i t ed  S ta tes  now prov ides  about  h a l f  o f  f r e e  wo r l d  development 
ass i s t ance  i n  abso lu te  terms--but  t h e  share o f  o ther  f r e e  wo r l d  
c o u n t r i e s  i s  growing. I n  f a c t ,  many o t h e r  coun t r i es  devote a 
l a r g e r  share o f  t h e i r  GNP t o  a i d  than t h e  Un i ted  S ta tes ,  and many 
p rov i de  ass i s t ance  on e a s i e r  terms than  we do. 

The A.I.D. App rop r i a t i on  Request 

The a p p r o p r i a t i o n  requested f o r  FY 1970 under the Fore ign A s s i s t -  
ance A c t  i s  i n  t h r e e  p a r t s :  

( $  M i l l i o n s )  

- -For  t h e  A.I.D. program 2,210 

- -For  Overseas P r i v a t e  Investment  
Co rpo ra t i on  (OPIC) Guaranty reserve  7 5 

- -For  g r a n t  M i l i t a r y  Ass is tance 375 

A.  I. D. APPROPRIATIONS 
(Including Supplementalsl 

LBillions 

APPROPRIATED 
BY CONGRESS 

1 I I I I I 1 1 I 0 
1961 '62 '63 '64 '65 '66 '67 '68 '69 '70 

FISCAL YEARS 

The t o t a l  o f  $2.66 b i l l  i o n  i s  t h e  lowes t  a p p r o p r i a t i o n  ever  reaues t -  
ed. Yet, t h e  $2.21 b i l l i o n  a p p r o p r i a t i o n  requested f o r  t h e  A.I.D. 
program f o r  FY 1970 i s  some $800 m i l l  i o n  above t h e  amount app rop r i -  
a t ed  f o r  FY 1969--when t h e  A. I .D. reques t  was c u t  a lmost  i n  h a l f .  
Bu t  i t  i s  $138 m i l l  i o n  l e s s  than requested by t h e  p rev ious  Adminis- 
t r a t i o n  and i s  t h e  lowes t  reques t  f o r  economic ass is tance  i n  t h e  
l a s t  10 years. Together w i t h  o t h e r  a v a i l a b l e  funds, such as repay- 
ments on p a s t  loans ,  t h e  reques t  w i l l  f i n a n c e  an A.I.D. program o f  
$2.4 b i l l i o n .  

The A.I.D. a p p r o p r i a t i o n  r eques t  f a l l s  i n t o  severa l  ca tegor ies .  
( $  m i l l i o n s )  

Technica l  Ass is tance 463 
Worldwide (225) 
A1 1 iance  f o r  Progress 
Mu1 t i l a t e r a l  

(116) 
(123) 

Development Loans 676 
A l l i a n c e  f o r  Progress Development 

Loans 438 
Suppor t ing Ass is tance 51 5 
A d m i n i s t r a t i o n  58 
Other 62 

To ta l  2,210 

5 



Alliance f 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
FY 1970 APPROPRIATION REQUEST 

or Progress 

World 

. . , . . . , . . . . . . , . \ 

/ 7 lndus Basin $8 ( ~ o a n  

-wide ($224) Multilateral ($123) 

TOTAL---$2,210 million * 

Fund $40 

$08; Grant $Z5) 

d Includes American Schools ond H a r p ~ t o l r  Abrood $12.9 million; A.1 D. Adminirtrot~ve *Doer not include oppropriotlon request of $75 million for Overreor Private Investment 

Expenses $54.3 million; ond Stote Admin~strotive Expenses $3.8 million. Corporation (OPIC)  Investment Guoronty Reserves. 



PROPOSED PROGRAM AND LEGISLATION 

Technical  Ass is tance.  Technical  Assistance app l ies  American tech- 
n i c a l  and p ro fess iona l  e x p e r t i s e  t o  the  problems o f  t he  developing 
c o u n t r i e s .  It i n c l  udes b r i n g i n g  promis ing i n d i v i d u a l  s  f rom devel-  
op ing coun t r i es  f o r  t r a i n i n g  i n  the Un i ted  States o r  t h i r d  
coun t r i es  and b u i l d i n g  1  a s t i n g  human i n s t i t u t i o n s  i n  t he  developing 
na t i ons  t o  c rea te  and acce le ra te  the  momentum o f  development. 

Begun under t he  P o i n t  I V  program i n  1950 Technical  Ass is tance 
cont inues today t o  be a  c r i t i c a l  requirement w i t hou t  which a  l e s s  
developed coun t r y  cannot make i t s  own phys ica l  resources p roduc t i ve  
o r  use resources prov ided f rom abroad e f f e c t i v e l y .  Modern tech-  
no logy and s c i e n t i f i c  knowledge a re  r equ i r ed  t o  so lve t he  many 
problems o f  development. Unless a  farmer i s  taught t he  ways of 
modern fa rming  o r  a  government o f f i c i a l  t he  p r i n c i p l e s  o f  a g r i c u l -  
t u r a l  po l  i c y  making, t he  new h i g h - y i e l d  seeds o r  f e r t i l i z e r  o r  
modern equipment w i l l  do 1  i t t l e  t o '  he l p  t o  feed  the people o f  h i s  
country .  Unless an ent repreneur  operates i n  an environment of 
e f f e c t i v e  f i n a n c i a l  and t r a i n i n g  i n s t i t u t i o n s ,  h i s  i n d u s t r i a l  
p l a n t  i s  n o t  1  i k e l y  t o  produce the  c a p i t a l  and consumer goods 
needed f o r  development. 

T r a i n i n g  and research  i n  a g r i c u l t u r e  and f a m i l y  p lanning a re  among 
t he  most impo r tan t  a c t i v i t i e s  f inanced by Technical Ass is tance.  
But  Technica l  Ass is tance must be prov ided t o  remedy o t h e r  problems 
t h a t  can s t i f l e  development--inadequate educat ional  o p p o r t u n i t i e s ,  
debi  1  i t a t i n g  diseases, poor adm in i s t r a t i on  o f  government m i n i s t r i e s  
and p r i v a t e  i n d u s t r i e s ,  and low l e v e l s  o f  popular p a r t i c i p a t i o n  i n  
devel opment. 

A.1 .D. draws h e a v i l y  on U.S. u n i v e r s i t i e s ,  p r i v a t e  o rgan i za t i ons  
and o t h e r  government agencies such as t he  Departments o f  I n t e r i o r ,  
A g r i c u l t u r e ,  Treasury, HEW, Commerce and Transpor ta t ion  t o  c a r r y  
o u t  t echn i ca l  ass is tance  a c t i v i t i e s  i n  t he  l e s s  developed coun t r i es  
and p rov i de  o t h e r  suppor t  i n  t he  Uni ted S ta tes .  I n  f a c t ,  l e s s  than 
h a l f  of t he  A. I .D.-financed adv isors  work inq abroad a re  d i r e c t  

Mu1 t i l a t e r a l  Technical  Ass is tance i s  c a r r i e d  o u t  by a  number o f  
programs admin is tered by the  Un i t ed  Nat ions and r e l a t e d  agencies. 
The b u l k  o f  t he  U.S. v o l u n t a r y  c o n t r i b u t i o n s  t o  these a c t i v i t i e s  
i s  f o r  t he  Un i t ed  Nat ions Development Program--$I00 m i l  l i o n  pro-  
posed f o r  FY 1970-+to which o the r  coun t r i es  c o n t r i b u t e  over  60% 
o f  t he  funds. 

Devel opment Loans and A1 1  i ance f o r  Progress Devel opment Loans. De- 
ve l  opment Loans p rov ide  1  ess devel oped coun t r i es  w i  t h  Capi t a l  r e -  
sourkes needed f o r  growth. They f inance  the  cornmodi t i e s '  and tech- 
n i  ca l  se rv ices  necessary f o r  c o n s t r u c t i  on o f  f a c t o r i e s  , dams and 
educat ion and hea l t h  f a c i l i t i e s  and t he  impor t  f rom the  Un i ted  
States o f  raw mater i  a1 s  and capi t a l  goods needed t o  f u e l  i ndus- 
t r i a l  and a g r i c u l t u r a l  development. I n  add i t i on ,  they  are the  
pr imary means t h a t  A. I .D. has a v a i l a b l e  t o  s t i m u l a t e  borrowing 
coun t r i es  t o  make the  s e l f - h e l p  reforms needed f o r  t h e i r  own de- 
ve l  opment . 
Development Loan funds must be used f o r  t he  ~ u r c h a s e  o f  qoods o r  

e 

serv ices  , i n  t he  Un i ted  States.  I n  a d d i t i o n  t o  b e n e f i t t i n g  U.S. 
producers, t y i n g  ass is tance insures  t h a t  Development Loan funds 
do n o t  have a  d i r e c t  adverse e f f e c t  on t he  U. S. balance o f  
payments. 

Devela ment Loans are o f  t h ree  t ypes - -p ro j ec t  loans,  p roduc t ion  
1  oans Pal so ca l  l e d  "program loans") and sec to r  loans. 

P r o j e c t  loans f inance  a  s p e c i f i c  under tak ing  such as a  f e r t i l i z e r  
p l a n t ,  a  power dam o r  a  road. They he lp  t o  b u i l d  t he  c a p i t a l  
base needed f o r  a  v i t a l  economy. 

Product ion loans f inance  t he  impo r t  o f  U.S. f e r t i l  i z e r ,  c a p i t a l  
goods, raw ma te r i a l s  and spare p a r t s  needed f o r  i n d u s t r i a l  and 
a g r i  cu l  t u r a l  development. They are made i n  connect ion w i  t h  
s e l f - h e l p  cond i t i ons  t h a t  a f f e c t  t he  o v e r a l l  economy, such as 
f i s c a l  , monetary and impor t  reforms. 

employees o f  A.I .D. Thus, i t  i s  poss ib l e  for A.I.D. t o  t ap  t he  Sector  loans are a  new t ype  o f  Development Loan ass is tance  bes t  American t a l e n t  a v a i l a b l e  f o r  the  p e r i o d  needed f o r  a  p a r t i -  designed t o  spur t he  development o f  a  p a r t i c u l a r  s e c t o r  i n  a  
c u l a r  p r o j e c t  w i t h o u t  a  l a r g e  establ ishment .  country ,  such as a g r i c u l t u r e  o r  educat ion.  L i ke  p roduc t ion  

loans, these loans f inance  a  l i s t  o f  e s s e n t i a l  impor ts .  They Plans t o  s t r eng then  Technical  Ass is tance a c t i v i t i e s  a re  now being d i f f e r  i n  t h a t  they are t i e d  t o  s e l f - h e l p  ac t ions  by the  r e c i p i e n t  formulated. A  Technica l  Ass is tance Bureau i s  being s e t  up i n  coun t ry  i n  t he  p a r t i  cu l  a r  sec to r .  A. I .D. t o  expand and improve Technical  Assistance a c t i v i t i e s .  
A  two-year a u t h o r i z a t i o n  f o r  Technical  Assi  stance--$463 mi 11 i o n  A1 1  t h ree  types o f  loans are u s u a l l y  coupled w i t h  Technical  f o r  FY 1970 and $530 m i l  1  i o n  f o r  FY 1971 - - i s  being requested t o  Assistance i n  t h e  A.1 .D .  program. 
enable A. I .D. t o  c a r r y  o u t  these p lans e f f e c t i v e l y .  
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Development Loan p r i n c i p a l  and i n t e r e s t  a r e  repayab le  w i t h  i n t e r -  
e s t  i n  U.S. d o l l a r s .  The minimum i n t e r e s t  r a t e s  charged t o  t h e  
bo r row ing  c o u n t r y  on Development Loans a r e  l o w e r  t h a n  commercial 
i n t e r e s t - r a t e s .  I f  t h e y  were n o t ,  t h e  loans  would n o t  be a i d  a t  
a l l .  Former ly  3/4% f o r  t h e  l i f e  o f  t h e  l o a n ,  i n t e r e s t  i s  now 2% 
d u r i n g  t h e  grace p e r i o d  and 3% t h e r e a f t e r .  I f  t h e  bo r row ing  
c o u n t r y  r e l e n d s  t o  l o c a l  en t rep reneurs ,  however, i t  i s  u s u a l l y  a t  
commerci a1 r a t e s .  

The burden of  d e b t  o f  t h e  l e s s  developed c o u n t r i e s ,  caused i n  
p a r t  by p a s t  l oans  w i t h  r e l a t i v e l y  h i g h  i n t e r e s t  r a t e s  and s h o r t  
m a t u r i t i e s ,  has grown r a p i d l y  o v e r  t h e  p a s t  severa l  yea rs .  Debt 
s e r v i c e ,  i n c l  u d i  ng s e r v i c e  on e x p o r t  c r e d i  t s  , amounted t o  $4.1 
b i l l  i o n  i n  1967, n e a r l y  h a l f  o f  t h e  t o t a l  new a i d  t h e y  r e c e i v e d  
t h a t  y e a r  f r o m  a1 1  donors.  

The FY 1970 a p p r o p r i a t i o n  r e q u e s t  i n c l u d e s  $676 m i l  1  i o n  f o r  
wor ldw ide  Development Loans and $438 m i l l  i o n  f o r  A1 1  i ance  f o r  
Progress Development Loans. 

Indus Bas in  Development Fund. The Indus  Bas in  Development Fund 
a d m i n i s t e r e d  by  t h e  World Bank f i n a n c e s  t h e  c o n s t r u c t i o n  o f  two 
dams, cana ls  and bar rages t o  p r o v i d e  an e q u i t a b l e  d i v i s i o n  o f  t h e  
waters  o f  t h e  r i v e r s  o f  t h e  Indus Bas in  between I n d i a  and Pak is tan .  
The p r o j e c t  has he lped  t o  remove a  s e r i o u s  source o f  f r i c t i o n  
between t h e  two c o u n t r i e s  and i s  p r o v i d i n g  wa te r  f o r  i r r i g a t i o n  
t o  o v e r  50 m i l  1  i o n  people  i n  t h e  a rea .  

The Indus Bas in  S e t t l e m e n t  Agreements of  1960 and 1964 e s t a b l i s h e d  
t h e  Indus B a s i n  Development Fund t o  which t h e  U n i t e d  S ta tes  and 
e i g h t  o t h e r  donors ( A u s t r a l  i a ,  Canada, Germany, I n d i a ,  New Zealand, 
U n i t e d  Kingdom, P a k i s t a n  and t h e  World Bank) c o n t r i b u t e .  The 
t o t a l  commitment t o  t h e  Fund amounts t o  $1.5 b i l l i o n  o f  wh ich t h e  
U.S. share i s  44%. 

On t h e  b a s i s  o f  World Bank es t ima tes ,  t h e  U n i t e d  S t a t e s  p l a n s  t o  
c o n t r i b u t e  f o r  FY 1970 $7.5 m i l l i o n  i n  g r a n t s  and $2.5 m i l l  i o n  i n  
l oans  ($1.7 m i l l i o n  t o  be c a r r i e d  o v e r  f r o m  FY 1969 and $0.8 
mi 11 i o n  reques ted  i n  FY 1970 a p p r o p r a t i o n s  ) . 
Suppor t i ng  Ass is tance .  The b u l k  o f  t h e  A.1.D program--Technical  
Ass is tance ,  t h e  two c a t e g o r i e s  o f  Development Loans, and Indus 
Bas in  l oans  and g r a n t s - &  development ass i s tance .  

B u t  A. I .D. a l s o  p r o v i d e s  a s s i s t a n c e  t o  he1 p  a  few c o u n t r i e s  
m a i n t a i n  economic o r  p o l i t i c a l  s t a b i l i t y .  As r e c e n t l y  as FY 1962 
Suppor t i ng  Ass is tance  was f u r n i s h e d  t o  41 c o u n t r i e s ,  i n  many 
cases t o  he1 p  them s u s t a i n  e x t r a o r d i n a r y  s e c u r i t y  burdens. Most 

o f  these c o u n t r i e s  a r e  now economica l l y  and p o l i t i c a l l y  a b l e  t o  
make good use o f  development ass i s tance ,  and some a r e  no l o n g e r  
i n  need o f  any k i n d  o f  a i d .  

Fo r  FY 1970, t h e r e f o r e ,  we propose t o  f u r n i s h  S u p p o r t i n g  
Ass is tance  t o  o n l y  seven c o u n t r i e s - - a l m o s t  a l l  o f  i t  f o r  
Vietnam, Laos and Tha i land .  The ba lance i s  r e q u i r e d  f o r  Korea 
and N i g e r i a ,  and sma l l  amounts f o r  t h e  Dominican Republ i c y  
t h e  m a l a r i a  e r a d i c a t i o n  program i n  H a i t i ,  and r e g i o n a l  a c t i v i t i e s  
i n  A f r i c a  and Eas t  As ia .  I n  a d d i t i o n ,  $19.6 m i l l i o n  w i l l  s u p p o r t  
UN peacekeeping and re fugee  programs i n  Cyprus and t h e  M idd le  
East.  

S ince FY 1961 S u p p o r t i n g  Ass is tance  t o  c o u n t r i e s  o t h e r  than 
Vietnam f e l l  f r o m  $653 m i l l i o n  t o  t h e  $118 m i l l i o n  proposed 
f o r  FY 1970. 

O the r  Funding Ca tegor ies  

The ba lance o f  t h e  A. I .D. a p p r o p r i a t i o n  r e q u e s t  i s  f o r  t h e  
Cont ingency Fund, American Schools and H o s p i t a l s  Abroad, and 
A d m i n i s t r a t i v e  Expenses. 

The Cont ingency Fund, f o r  which $40 m i l l i o n  i s  requested,  i s  
used f o r  a s s i s t a n c e  needs which a re  unforeseen o r  cannot  be 
a c c u r a t e l y  d e f i n e d  a t  t h e  t i m e  t h e  proposed program i s  p repared  
and s u b m i t t e d  t o  t h e  Congress. 

I t  i s  o f t e n  used f o r  u r g e n t  r e l i e f  f rom d i s a s t e r s ,  such as 
earthquakes and f l oods ,  as w e l l  as f o r  s i t u a t i o n s  o f  m a j o r  
s e c u r i t y  i n t e r e s t  t o  t h e  U n i t e d  S t a t e s .  

The program f o r  American Schools and H o s p i t a l s  Abroad he lps  
f i n a n c e  c o n s t r u c t i o n  and o p e r a t i n g  c o s t s  f o r  a  sma l l  number 
schools  and h o s p i t a l s  abroad which were founded o r  sponsored 
by Americans. Among these a r e  t h e  American U n i v e r s i t y  o f  
B e i r u t ,  Robert  C o l l e g e  i n  Turkey, and P r o j e c t  HOPE. $13 m i l l i o n  
i s  reques ted  f o r  FY 1970. 

The $54 mi 1  l i o n  reques ted  f o r  A d m i n i s t r a t i v e  Expenses i s  r e q u i r e d  
f o r  t h e  s a l a r i e s  and r e l a t e d  expenses of  r u n n i n g  t h e  A. I. D. 
program. An a d d i t i o n a l  $3.8 mi 11 i o n  w i l l  be used f o r  expenses 
o f  t h e  S t a t e  Department i n  c a r r y i n g  o u t  c e r t a i n  a c t i v i t i e s  
re1  a t e d  t o  f o r e i g n  ass is tance .  
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I FY 1970 A.I.D. PROGRAM BY REGION 
( Millions of Dollars) I 

3 SUPPORTING ASSISTANCE 

I 
LATIN AMERICA 

VIETNAM @ Technical Assistance 

Program by Region 

Most o f  A. I. D. ' s  funds are used d i r e c t l y  f o r  the f i v e  regions i n  
which A. I. D. has programs. 

L a t i n  America. The FY 1970 program proposed f o r  L a t i n  America 
amounts t o  $605 mi 11 ion--8483 mi 1 l i o n  i n  A1 1 iance f o r  Progress 
Development Loans, $1 21 mi 11 i on  i n  A l l i a n c e  Technical Assistance 
and $1 - 8  m i l l i o n  i n  Support ing Assistance. 

$494 mi 1 1 i o n  o f  the funds, o r  81.5%, are proposed f o r  Brazi  1 , 
Chile, Colombia, Centra l  America and inter-American and regional  
a c t i v i t i e s .  

Near East and South Asia. The proposed FY 1970 program f o r  tne  
Near East and South Asia i s  $625 m i l l i o n .  This inc ludes $581 
m i l l i o n  i n  Development Loans and $44 m i l l i o n  i n  Technical 
Assistance. 

Three major countr ies-- India,  Pakistan and Turkey--wi 11 receive 
97% o f  these funds. 

Afr ica.  The proposed program f o r  A f r ica  f o r  FY 1970 i s  $186 
miltion, cons i s t i ng  o f  $92 m i l  1 i o n  i n  Development Loans, $74 
m i l l i o n  i n  Technical Assistance and $21 m i l l i o n  i n  Supporting 
Assistance. 

Regular b i  l a t e r a l  a c t i v i t i e s  are proposed f o r  FY 1970 f o r  con- 
t i n u i n g  programs i n  on ly  ten A f r i can  count r ies  and f o r  planned 
phase-out a c t i v i t i e s  i n  an add i t i ona l  two countr ies.  Twenty- 
th ree others w i l l  be e l i g i b l e  on ly  f o r  regional  and m u l t i -  
donor a i d  ( f o r  which $70 m i l l  i o n  o r  38% o f  the program i s  pro- 
posed) and f o r  se l f -he lp  funds, ranging normal ly  from $50,000 
t o  $100,000 a piece, f o r  small one-time con t r i bu t i ons  t o  l o c a l  
pro jects.  

East Asia. $234 m i l l i o n  i s  proposed f o r  East Asia f o r  FY 1970-- 
$ 9 0 0 n  i n  Development Loans, $55 m i l l i o n  i n  Technical 
Assistance and $89 m i l l i o n  i n  Support ing Assistance. 

The Development Loans are f o r  Indonesia and Korea. The b u l k  o f  
the Supporting Assistance i s  f o r  Laos and Thailand, w i t h  the 
balance needed f o r  grants f o r  the  Southeast Asia regional  
program and the  f i n a l  year  o f  the planned phase-out o f  Support ing 
Assistance f o r  Korea. 

Vietnam. The $440 m i l l i o n  proposed f o r  Vietnam f o r  FY 1970 comes 
e n t i r e l y  from Support ing Assistance. I t  i s  used f o r  program 
needs and a small amount, as i n  past  years, t o  cover admin i s t ra t i ve  
expenses o f  the  expanded Vietnam program. 

I n  addi t ion,  some A. I .D. funds are used f o r  a c t i v i t i e s  n o t  d i r e c t l y  
connected w i t h  a p a r t i c u l a r  country o r  region. These inc lude 
cont r ibu t ions  t o  worldwide mu1 t i l a t e r a l  organizat ions,  administra- 
t i v e  expenses and program a c t i v i t i e s  such as research and support 
f o r  p r i v a t e  U.S. organizat ions invo lved i n  overseas development 
o r  re1 i e f  work. 

V. THE A. I. D. PROGRAM AND THE U.S. ECONOMY 

Today's A.I.D. program does n o t  send money abroad-- i t  sends 
U.S. goods and services. The r e s u l t  o f  t h i s  t i e d  procurement 
p o l i c y  i s  t h a t  almost a l l  A.I.D.'s d o l l a r s  remain i n  t h i s  
country t o  purchase American goods o r  t o  pay U.S. companies, 
u n i v e r s i t i e s  and o ther  p r i v a t e  groups f o r  American techn ica l  
and professional  serv ices t o  ca r r y  o u t  p ro jec t s  overseas. 

BEST AVAILABLE 

JMenustik
SBA
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A.I.D. - FINANCED COMMODIlY EXPENDITURES 
MAJOR COMMODITIES PURCHASED IN U.S. 

FY 1968 vr FY 1960 - Mllliona 01 Dollars 
I 

Fertilizer 

Industrial 
Machinery 

Chemicals 

Motor Vehicles 

Iron 8 Steel 

Electrical 
Apparatus 

Construction 
Equipment 

Pulp 8 Paper 

Agr. Equipment 
8 Troctors 

Misc. Industrial 
Commodities 

Nonferrous 
Metals 

Petroleum 8 
Products 

Railroad 
Equipment 

Rubber 8 
Products 

Textiles 

TOTAL COMMODITIES 
PURCHASED 

--Commodity procurement. In FY 1960 A. I .  D. predecessor 
agencles (1CA and U L ~ )  bought $423 million worth of U.S. 
goods--only 41% of thei r to ta l  financing of comodi t i e s .  
In FY 1968 A.I.D. funds bought $1,141 million worth from 
a l l  50 s t a t e s ,  o r  over 98% of A. I .  D.-financed commodity 
p rocu remen t . 

--Technical services contracts. As of December 31 , 1968, 
A. I .  D. had 1,059 act i  ve technical servi ce contracts wi t h  
private insti tutions , companies and individuals valued a t  
$629 million t o  carry out projects i n  66 countries. 

- - h i  versi t . ~  con t rac t s .  Of these, 114 American col leges and 
univers i t ies  held 293 contracts worth $211 million fo r  
projects in 40 countries. 

As important as the benefits  provided d i rec t ly  t o  U.S. firms by 
A.1.D.-financed ac t i v i t i e s  i s  the f a c t  tha t  the A.I.D. program 
now has a posit ive d i r ec t  impact on the U.S. balance of payments. 
In FY 1961 the program was responsible for  a net  outflow of 
$851 million. In FY 1970 we estimate tha t  the program wil l  
r esu l t  i n .  a n e t  inflow of $197 million. The amount of th i s  
net  inflow will continue t o  r i s e ,  principally because of growing 
receipts Qf i n t e r e s t  and ~ r i n c i p a l  repayments on past loans. 
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' A.I.D. EXPENDITURES ClUSlWB DIRECT MILL 
Pmm 

- - - 

$1838 U W a n  
I92 7x1 

SpaM 

$ 145 M ~ l l ~ o n  

V I .  PROGRAM CONCENTRATION IN  A LIMITED NUMBER OF COUNTRIES 

The A. I. D. program i s  h i g h l y  concentrated i n  a small number o f  
key countr ies.  

I n  FY 1970 90% o f  country programs* i s  proposed f o r  on ly  15 
countr ies.  E igh t  o f  these count r ies- -Braz i l  , Chile, Colombia, 
Ind ia .  Indonesia. Korea. Pakistan and Turkev--are scheduled t o  oe t  
86% o f  ~ e v e l o ~ m e h t  ~oan- funds  i n  FY 1970. h p p o r t i n g  ~ s s i  stance 
i s  even more concentrated, w i t h  93% o f  country a id  t o  go t o  th ree 
countries--Vietnam, Laos and Thai land. Some o f  these major 
countr ies,  such as Turkey and Korea, w i  11 reach se l f - sus ta in ing  
growth i n  the  nex t  few years. 

Other count r ies  such as I s r a e l  , Taiwan, I r a n  and Mexico, no 
longer  requ i re  A.I.D. assistance. 

* Country programs exclude regional  a c t i v i t i e s  as w e l l  as 
i n te r - reg iona l  a c t i v i t i e s  such as con t r i bu t i ons  t o  mu1 ti l a t e r a l  
programs, admin i s t ra t i ve  expenses, program support costs and 
the cen t ra l  research program. 

CONCENTRATION OF COUNTRY PROGRAMS 

TOTAL 
PROGRAMS 

DEVELOPMENT 
LOANS 

SUPPORTING 
ASSISTANCE 

/5 
Mojor Countries 

Brazil Korea 
Chile Laos 
Calambia Nigeria of  ~ ~ ' 7 0  
Dom. Rep. Pakistan 90% C0~nfiy 
Ghana Thailand pf 0gf 0mS 
Guatemala Turkey 
India Vietnorn 
Indonesia 

Countries o f f Y ' 7 0  
Brazil Indonesia 86% Country 
Chile Korea P ~ O ~ ~ O ~ S  
Colombia Pakistan 
India Turkey 

3 
Countries o f  ~ ~ ' 7 0  
Vietnam 93% C0~nfry 
LOOS Programs 
Thailand 

The t o t a l  number o f  count r ies  rece iv ing  some form o f  assistance 
from A.I.D., no mat te r  how l i m i t e d ,  w i l l  drop from 76 i n  FY 1967 
t o  68 i n  FY 1970. But 23 o f  t he  68 remaining countr ies--about 
one- th i rd  of the  t o t a l - - w i l l  no t  have regu la r  A.1 .D. programs i n  
FY 1970. They are a l l  A f r i can  count r ies  which ,apart from regional  
programs,wi 11 be e l i g i b l e  on ly  f o r  se l f -he lp  funds ranging normal ly  
from $50,000 t o  $100,000 apiece. 

As a r e s u l t  o f  t h i s  phase-out o f  regu lar  programs i n  the  sma1,ler 
A f r ican countr ies, the number o f  countr ies i n  which A. I. D. has 
regu la r  b i l a t e r a l  programs w i l l  drop from 74 i n  FY 1967 t o  45 
proposed f o r  FY 1970. 

Regular Technical Assistance programs w i  11 have dropped dur ing  
the  same per iod  from 65 t o  42 (45 t o  23 ou ts ide  L a t i n  America). 
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Development Loan programs w i  11 have gone from 38 i n  FY 1967 t o  31 
i n  FY 1970 (23 t o  16 outs ide L a t i n  America). 

Over the  same per iod  Supporting Assistance programs w i l l  have 
dropped from 16 t o  7. 

NUMBER OF COUNTRY PROGRAMS* 

TECHNICAL ASSISTANCE 

I '67 '68 '69 '70 
F I S C A L  Y E A R S  

SUPPORTING ASSISTANCE I I TOTAL PROGRAMS 1 16 

DEVELOPMENT LOANS' 

'67 '68 '69 '70 
F I S C A L Y E A R S  F I S C A L  Y E A R S  L 

V I I .  SELF-HELP 

A count ry 's  own determination t o  make progress i s  the most 
important  s i n g l e  element i n  i t s  development. Without it, 
a i d  from others i s  wasted. With it, outs ide aid can provide 
the c r i t i c a l  ex t ra  margin o f  resources needed to accelerate 
growth : 

- - f i r s t ,  by concentrat ing development a i d  i n  countr ies 
which have shown by past  act ions t h a t  they are mak- 
i n g  the s a c r i f i c e s  necessary f o r  development t o  suc- 
ceed and are, making good use o f  a i d  from others as 
we l l  as t h e i r  own resources; 

--second, by making a i d  cond i t iona l  on s p e c i f i c  steps 
a country must take, from con t r i bu t i ng  t o  the  pro- 
e c t  being f inanced t o  a l l o c a t i n g  i t s  t o t a l  resources 
more e f f i c i e n t l y .  

Development Loans, pr imar i  l y  non-project loans, are the 
main instruments A.1 .D. has t o  encourage se l f -he lp  pol i - 
c i e s  and a c t i v i t i e s .  The fu rn i sh ing  o f  these loans--both 
production loans (a1 so ca l  l e d  "program loans")  and sec- 
t o r  loans-- is  condi t ioned on sel f-he1 p measures which 
may profoundly a f f e c t  the  whole economy o r  a s i g n i f i -  
cant  sector  o f  i t. 

For example, i n  order  t o  receive our aid, count r ies  have 
been required t o  1 i beral  i z e  import  r e s t r i c t i o n s ,  i n -  
crease tax  co l l ec t i ons ,  a l l o c a t e  more o f  t h e i r  budget t o  
a g r i c u l t u r e  o r  education, take spec i f i ed  steps t o  reduce 
i n f l a t i o n ,  o r  undertake o ther  act ions designed t o  help 
them make f a s t e r  development progress. 

V I  I I . FOOD AND POPULATION . 

The development o f  h igh -y ie ld  seeds and o ther  advances 
i n  a g r i c u l t u r a l  technology as we l l  as the improvement 
and the increased acceptance o f  f am i l y  planning methods 
make the so lu t i on  o f  the world food problem w i t h i n  
reach-- i  f v i  gorous and sustained e f f o r t s  are made t o  
overcome it. 

There i s  recent  evidence t h a t  the  problem o f  basic food 
shortaaes can be solved w i t h i n  the  next  two decades i f  
there i s  broadly based growth i n  the economies o f  the 
developing nat ions.  Ag r i cu l tu ra l  product ion i n  the  

developing count r ies  has increased subs tan t i a l l y  i n  recent  years. 
I n  1961, w i t h  a populat ion o f  1.4 b i l l  ion, the developing nat ions 
o f  the f r e e  wor ld produced 268 m i  11 i on  tons o f  grain.  I n  1968, 
w i t h  a populat ion more than 20% l a r g e r  (1.7 b i l l  ion) ,  the same 
countr ies harvested over 24% more grain--335 m i l l i o n  tons. O f  
the  45 countr ies scheduled t o  receive regu la r  b i l a t e r a l  A. I .D. 
assistance i n  FY 1970, 22 have s t a r t e d  o f f i c i a l  na t iona l  f a m i l y  
planning programs. 

BEST AVAILABLE 

JMenustik
SBA
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O f  t he  proposed FY 1970 A.I.D. program, about 26% i s  t o  be spent 
f o r  a g r i c u l t u r a l  and food  p roduc t ion  programs. $280 mi 11 ion - -  
t h e  l a r g e s t  s i n g l e  amount--wi 11 f i n a n c e  expor t s  o f  U. S. f e r t i l  i z e r .  

Funds used f o r  p o p u l a t i o n  a c t i v i t i e s  have grown from about $5 
m i l l i o n  i n  FY 1966 and FY 1967 t o  $35 m i l l i o n  i n  FY 1968 and 
about $50 m i l l i o n  f o r  FY 1969. For FY 1970, A. I .  D. w i l l  seek 
o p p o r t u n i t i e s  t o  con t inue  expending t h i s  ass is tance and inc rease  
the use of U.S.-owned l o c a l  cu r renc ies  i n  popu la t i on  and r e l a t e d  
h e a l t h  programs. 

I 'X.  PRIVATE ENTERPRISE AND DEVELOPMENT 

P r i v a t e  resources and i n d i v i d u a l  energ ies  must be appl i e d  t o  the  
task o f  development. Progress has been g r e a t e s t  i n  c o u n t r i e s  
which have a l l owed  p r i v a t e  e n t e r p r i s e  t o  f l o u r i s h  and have 
enabled t h e  i n d i v i d u a l  t o  p a r t i c i p a t e  a c t i v e l y  i n  t h e  development 
process. 

The proposa ls  submi t ted  t o  the  Congress t h i s  y e a r  r e f l e c t  t h i s  
b a s i c  f a c t  i n  two major  ways - - ( l )  by p o i n t i n g  the  A. I. D. program 
more d i r e c t l y  toward s t i m u l a t i o n  o f  p r i v a t e  i n i t i a t i v e  i n  t h e  l e s s  
developed c o u n t r i e s  and ( 2 )  by c r e a t i n g  a  new Overseas P r i v a t e  
Investment  Corpora t ion  t o  i nc rease  t h e  amount o f  U.S. p r i v a t e  
investment  ava i  1  a b l e  f o r  development. 

( 1 )  The A. I.D. program can h e l p  s t reng then  l o c a l  p r i v a t e  
i n i t i a t i v e  i n  a  n u h e r  o f  ways. For example-- 

--Development Loans a re  used t o  encourage sound 
government p o l  i c i e s  which 1  i b e r a l  i ze impor t  and 
o t h e r  res  tri c t i  ons hampering p r i  va te  economi c  
growth and c r e a t e  a  f a v o r a b l e  c l i m a t e  f o r  p r i v a t e  
investment.  

--Development Loans a l s o  f i n a n c e  the  i m p o r t a t i o n  o f  
U.S. goods needed by p r i v a t e  businessmen and farmers; 
he1 p  b u i  l d  t h e  power p l a n t s ,  roads, dams and o t h e r  
b a s i c  f a c i l i t i e s  r e q u i r e d  t o  suppor t  expanding p r i v a t e  
a c t i  v i  t y  ; and p rov ide  resources f o r  i n te rmed ia te  
c r e d i t  i n s t i t u t i o n s  which a re  an impor tant  source 
o f  c a p i t a l  t o  businessmen, farmers and homeowners 
i n  r e c i p i e n t  coun t r i es .  

- -Technical  Assistance he1 ps s t reng then  i n d i - v i  dual  
s k i l l s  and knowledge and equ ips  t h e  i n d i v i d u a l  t o  

p a r t i  c i  pate  more 
i t  a l s o  he lps  p r  
through p r o j e c t s  
smal l  i n d u s t r i e s  
o f  l o c a l  c r e d i t  

e f f e c t i v e l y  i n  the  development process; 
i vate  e n t e r p r i s e  more d i  r e c t l y  

i n ,  f o r  example, management t r a i n i n g ,  
development, t ou r i sm and development 

i n s t i t u t i o n s .  

-- I n  addi  t i on Techni c a l  Ass is tance suppor ts  p r i  va te  
U.S. groups such as t h e  I n t e r n a t i o n a l  Execut ive  
Serv i ce  Corps (IESC) and a  number o f  U.S. cooperat ives 
and o t h e r  a s s o c i a t i o n s  whi ch p r o v i d e  techn i  c a l  , 
adv iso ry  and o t h e r  s e r v i c e s  t o  p r i v a t e  businesses 
and o r g a n i z a t i o n s  i n  deve lop ing coun t r i es .  

( 2 )  The o b j e c t i v e  o f  t h e  Overseas P r i v a t e  Investment 
Corporat ion w i l l  be t o  encourage d i r e c t  investment  o f  p r i v a t e  
American c a p i t a l  and t e c h n i c a l  know-how i n  the  l e s s  developed 
c o u n t r i e s  . 
The Corporat ion w i l l  be a  separate  f e d e r a l  agency s e t  up t o  
manage a  number o f  investment i n c e n t i v e  programs now 

admin is tered by A. I. D. and c a r r y  o u t  o t h e r  spec i  a1 a c t i  v i  t i e s  
designed t o  he1 p  U. S. investment  c o n t r i b u t e  t o  development. 

The Corporat ion w i l l  have f o u r  main programs: 

--Pre- investment ass i s tance  and promotion, which w i l l  
~ r o v i  de i n f o r m a t i  on on ~ o s s i  b l e  i nves tments and underwri  t e  
hart o f  the  c o s t  o f  i n v e s t i g a t i n g  p o t e n t i a l  p r o j e c t s .  

- - Investment  insurance,  which w i l l  cover U.S. i n v e s t o r s  
a g a i n s t  l o s s  f rom the s p e c i f i c  p o l i t i c a l  r i s k s  o f  
i n c o n v e r t i b i l i t y ;  e x p r o p r i a t i o n ;  and war, r e v o l u t i o n  
and i n s u r r e c t i o n .  

- - Investment f i n a n c i n g ,  which w i l l  i n c l u d e  ( a )  guaran ty ing  
loans and o t h e r  investment  a g a i n s t  such losses  as the  
Board may determine, ( b )  making d o l l a r  loans f o r  h i g h  
p r i o r i t y  p r o j e c t s ,  and ( c )  making l o c a l  cur rency 
"Cooley" loans. 

--Speci a1 a c t i v i t i e s  such as f i n a n c i a l  suppor t  f o r  p r i v a t e l y  
managed t e c h n i c a l  ass i s tance  a c t i v i t i e s ,  on b e h a l f  o f  
A. I. D. , o t h e r  U. S. Government agencies, o r  i n t e r n a t i o n a l  
development i n s t i  t u t i  ons. 



U.S. and Other Donors' Commitments of Financial 
Resources to Less Developed Countries and 

Multilateral Agencies 

$ BILLIONS 

Calendar 19 67 
Year 

1968 
ESTIMATED 

1969 
PROJECTED 

1970 
PROJECTED 

*U.S. commitments levels are based on the DAC definition of resource flows and include, 

therefore, a l l  U.S. economic assistance programs (A.I.D., P.L. 480, Peace Corps and 

contributions to multilateral banks) plus such other resource transfers as Export-Import 

Bank loans. 
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X. MULTILATERAL ASSISTANCE X I .  THE A.I.D. PIPELINE 

A subs tan t i a l  p o r t i o n  of U.S. economic assistance i s  fu rn ished  i n  
a mu1 ti 1 a te ra l  framework. 

The Uni ted States p a r t i c i p a t e s  i n  a v a r i e t y  o f  mu1 t i l a t e r a l  coor- 
d i n a t i n g  and consu l t a t i ve  groups and a lso  contr ibutes d i r e c t l y  t o  
mu1 t i l a t e r a l  banks and i n t e r n a t i o n a l  organizat ions such as the UN 
Development Program (UNDP) . 
I n  FY 1970, $152 m i l l i o n  o f  the A.I.D. funds requested are f o r  
vo lun ta ry  con t r i bu t i ons  t o  UN and o ther  mu1 ti 1 a te ra l  programs. The 
bu lk  o f  t h i s  amount i s  f o r  techn ica l  assistance a c t i v i t i e s  o f  t he  
UNDP and o ther  UN agencies. 

The Uni ted States con t r ibu tes  d i r e c t l y ,  under separate l e g i s l a t i o n ,  
t o  mu1 ti 1 a t e r a l  banks such as I n te rna t i ona l  Development Associ a- 
t i on ,  Inter-American Development Bank and Asian Development Bank. 
These banks p rov ide  c a p i t a l  assistance t o  developing countr ies.  

Consort ia,  consu l t a t i ve  groups and o ther  a i d  groups l e d  by t he  
World Bank o r  o the r  mu1 t i 1  a t e r a l  agencies are the  coord inat ing 
mechanisms f o r  ex te rna l  a i d  t o  most major development a i d  
r e c i p i e n t  coun t r ies .  

The Development Assistance Committee (DAC), of  which the Uni ted 
States i s  an a c t i v e  member, i s  the main mechanism f o r  general 
coord ina t ion  o f  a l l  f ree wor ld  a id .  Among DAC members the  Uni ted 
States ranked e i g h t h  i n  1968 i n  terms o f  o f f i c i a l  f i nanc ia l  
resource f lows t o  t he  less  developed coun t r ies  and mu1 t i 1  a t e r a l  
agencies measured e i t h e r  as a percent o f  GNP o r  as a percent  o f  
na t i ona l  income -- f a l l i n g  f o r  the  f i r s t  t ime below t he  DAC 
average. Also f o r  the f i r s t  t ime the United States t h i s  year  w i l l  
c on t r i bu te  l ess  than h a l f  o f  the  f i n a n c i a l  resources .going t o  l ess  
developed coun t r ies  and mu1 t i 1  a te ra l  agencies, w i t h  o ther  
coun t r ies '  con t r i bu t i ons  expected t o  cont inue r i s i n g  i n t o  1970. 

A. I .D. , l i k e  o ther  government agencies and p r i v a t e  businesses, has 
a p i p e l i n e  o f  funds s e t  as ide f o r  a  s p e c i f i c  purpose, b u t  n o t  y e t  
spent. A. I .D . ' s  p i p e l i n e  a t  the  end o f  FY 1969 w i l l  t o t a l  an 
est imated $3.6 b i l l i o n .  

The l eng th  of t ime money remains i n  a p i p e l i n e  depends on the type 
o f  p r o j e c t  and t he  l eng th  o f  t ime i t  takes t o  complete the a c t i v i t y  
t h a t  the  earmarked funds are t o  f inance. A Development Loan p r o j -  
e c t  such as a f e r t i l i z e r  p l a n t  takes severa l  years. A u n i v e r s i t y  
con t rac t  team working on a Technical Assistance p r o j e c t  i s  fund- 
ed f o r  a  l e a s t  twelve months a t  a  t ime, w i t h  payments made when 
b i l l s  are submitted by the  u n i v e r s i t y .  

Prudent use o f  funds i s  assured by con t inu ing  review o f  unused 
balances f o r  p ro j ec t s  i n  t he  pipe1 ine .  A1 1 slow-moving p ro j ec t s  
a re  examined t o  see whether o r i g i n a l  p r o j e c t  ob jec t i ves  can s t i l l  
be met. When they are no t ,  funds are deobl i ga ted  a f t e r  d iscuss ion 
w i t h  the r e c i p i e n t  government. 

When any p r o j e c t  i s  f i n i s h e d  and a l l  b i l l s  are paid, any small 
remaining balance i s  made ava i l ab l e  f o r  use f o r  s i m i l a r  purposes. 
Except f o r  these small balances, funds cannot be taken from 
u n f u l f i  1  l e d  commitments and used f o r  o the r  purposes w i t hou t  break- 
i n g  l e g a l  o b l i g a t i o n s  t o  American con t rac to rs  and i n d u s t r i e s  and 
d i s r u p t i n g  the  process of economic development. Equal ly  impor tant ,  
i f  funds are prematurely withdrawn, p r o j e c t s  remain unf in ished,  
wast ing the i n i t i a l  investment. 

Each year  about f o u r - f i f t h s  o f  A.1.D.k expenditures are f rom 
p r i o r - yea r  commitments , t h a t  i s from the p i  pe l  ine.  

The proposed A.I.D. program f o r  FY 1970 i s  $2.4 b i l l i o n .  A.I.D. 
expenditures are est imated a t  about $1.9 b i l l i o n  dur ing  t h a t  
f i s c a l  year.  $1.5 b i l l i o n  o f  those expenditures w i l l  r e s u l t  from 
p r i o r - yea r  commitments; on ly  $400 m i l l i o n  o f  the FY 1970 program 
i s  expected t o  be expended dur ing  t h a t  f i s c a l  year.  The balance 
o f  the  FY 1970 funds w i l l  be expended i n  t he  f o l l ow ing  f i s c a l  
years--as t he  goods and serv ices needed t o  undertake p ro j ec t s  
s t a r t e d  dur ing  FY 1970 a re  pa id  f o r .  



LATIN AMERICA - TOTAL 

Contributions to Inter- 
American Organizations 

Regional Programs 

Argentina 

Eblivia 

Central American Economic Community: 
Regional mf ice  of Central America 

and Panama ( R O W )  

Costa Rica 

Sl, Salvador 

Guatemala 

Honduras 

Nicaragua 

Chile 

Colombia 

Dominican Republic 

Ecuador 

Haiti  

Jamaica 

Paraguay 

Peru 

k w w  

Venezuela 

Bastern Carribbean Regional Program 

F'rugram Bupport, Inter-  
regional Activities,  

Research and Sec. 2IJ.(d) 

iFRlCA - TOTAL 

Regional/Multidonor Programs 
Africa Regional b l t i d o n o r  

Programs 
East Africa Regional 

Development Rn~hasis 
Countries 

. Egst Africa 
Egst Africa Regional 
K e w  
Tanzania 
Uganda 

Ghana 
Rurlsia 
Ethiopia 
Liberia 
Morocco 
Nigeria - Economlc Dwel- 

opment Programs 
Nigeria - International 

Relief Wfort 

Congo (Kinshasa) 

.Other E l l a t e r i a l  Aid 
Countries 
Senegal 
Sonrrli Republic 

Other African Countries: Ilj 
BOtswana 
Burundi 
Cameroon 
Central African Republic 
(had 

womey 

Equatorial Guinea 
kbon  
Gambia 
Guinea 
Ivory Coast 
Lesotho 

Malagasy Republic 
Malawi 
M a l i  
Mauritius 
Niger 
Rvanda 

Sierra  Leone 
Swaziland 
Togo 
Upper Volta 
Zambia 

Self-Help Rojects  bJ 1,750 

nds of dol lars)  

NEAR EAST AND 
SOUTH ASIA - TOTAL 624,745 

Afghanistan 7,800 

Ceylon 5, 000 

India 399,500 

Jordan 1,600 

Nepal 2,565 

Pakistan 148,700 

m k e y  54,235 

CEi'iTO 350 

Regional Programs 4,995 

€*ST ASIA - TOTAL 233,885 

Indonesia 66,500 

Korea 49,800 

b o a  48,169 

philippines 6,675 

Thailand 45,000 

Regional Programs 17,750 

WETNIM - TOTAL 440.000 

Country Programs 415,000 

Expanded Vietnam 
Program: 

Administrative 
Expenses 6,500 

Program Support 
apd Interregion- 
a l  Act ivi t ies  18,500 

UULTILATERAL ORGANIZATIONS 
m o m u s  - TOTAL 152,2301 OTHER PROGRAM 

International Atomic AMERIW SCHOOIS AM) 
h e r w  Agency II(IGPITAIS ABRPRD 

Operational Program 1,450 

International Secretar ia t  
f o r  Voluntary Services 70 ADMINISTRATIVE EXPEEBES, 

Special Contributions 
f o r  Vietnam 

UN Children's Fund 

UN Development Fund 

UN Food and Agriculture 
Organization World 
Food Programs 

UIi Force i n  Cyprus 

UN Ins t i tu t e  f o r  
Pa in ing  & Research 

UE Fmgnrms fo r  Southern 
Africans 

A.I.D. 

1,000 (Regular Expenses) 

(~eimbursable Costs) 
u,ml 

100,000 
AIY.lINSTRATIvE AND m 

ExPFmES, STATE 

UN Relief and Works Agency 13,300 

* I 
p- 

ECOWOIK ASSISTANCE - GRAND TOTAL FY 1970 . . . . . . . . . . . . a . . . . . .. . 2,443,215 

FUlUED FRW ALLIANCE FOR 
UN Technical and Operation- F'ROGRISS FOR PROCRAM 

a 1  Assistance to the  Congo 500 SUPPOKC, IPrPERRECIONAL 
AFPIVITIES, IG?sMCH 
AND SEC. 2 l l ( d )  

World Health Organizations 
M e d i d  Research 150 

World Metemlogical FUNDED FRaM V r n N A M  FOR 
Organization-Voluntary 
Assistance Program 

Indus Basin Development, 
Ioans 2.4801 

UNDISTRIBVELI CORPINGENCY 
Indus Basin Development, , FUND 

Grants 7,530 

a Special developnent authority up to $50,000 each for  b i l a t e r a l  country programs l i s t e d  above. 
Self-Aelp funds only, ranging from $ 5 ~ 1 0 0  thousand each, f o r  a l l  countries l i s t e d  under "Other African Countries". 



There is a moral quality in this nation that will 

not permit us to close our eyes to the want in 

this world, or to remain indifferent when the 

freedom and security of others are in danger. 

RICHARD M. NIXON 
Foreign Aid Message to the Congress 

1969 




