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PROPOSED PROGRAM AND LEGISLATION
I. THE LEGISLATION

Last year the Congress directed the President to undertake a re-
appraisal of all U.S. foreign assistance programs, economic and
military, to make interim recommendations by June 30, 1969 and to
submit a final report by March 31, 1970.*

The interim recommendations are contained in the President's
Foreign Aid Message of May 1969; in the provisions of the Foreign
Assistance Act of 1969; and in this Program Presentation to the
Congress:

The major conclusions and recommendations are these:

--Foreign assistance remains an essential function
of U.S. foreign policy and must be continued, at an
adequate level, for reasons of national self-interest
and collective good conscience.

--Private enterprise and individual initiative must play
an even greater role in development.

--Technical assistance must be more imaginatively used,
more effectively managed and more generously funded.

--Multilateral assistance should be increased to share
the assistance effort and bring the experience of
many donors to bear on the problems of development.

--Our highest priorities must continue to be increasing
food production and reducing soaring population growth
rates.

This year's foreign aid bill replaces substantial parts of the
Foreign Assistance Act of 1961, which authorizes the A.I.D. pro-
gram, to reflect new priorities and new directions--primarily the

increased use of private enterprise in development and the greater

focus on technical assistance.

--The bill creates a new Overseas Private Investment
Corporation to take over most of A.I.D.'s present U.S.
investment incentive programs and carry out other
activities in cooperation with developing nations to
increase the contribution of U.S. investment to develop-
ment.

--The bi1l lays new stress on A.I.D.'s role as a stimulant
to private enterprise abroad.

--The legislation emphasizes the important role of technical
assistance in the development process by grouping in one
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*Sections 501 and 502 of the Foreign Assistance Act of 1968,
sponsored by Senator Jacob K. Javits, provide:

“DECLARATION OF POLICY

501.

vSec. The Congress declares that, in view of changing worid conditions and the continued
need to make United States foreign assistance programs an effective implement of United
States foreign palicy, there should be a comprehensive review and reorganization of all
United States foreign assistance programs, including economic development and technical as-
sistance program$, military assistance and sales programs, and programs involving contribu-
tions and payments by the United States to international lending institutions and other in-
ternational organizations concerned with the development of friendly foreign countries and
areas.

“REAPPRAISAL BY THE PRESIDENT

»Sec. 502. (a) In furtherance of the policy of this part, the President is requested to make

a thorough and comprehensive reappraisal of United States foreign assistance programs, as
described in section 501, and to submit to the Congress, on or before March 31, 1970, his
recommendations for achieving such reforms in and reorganization of future foreign assistance
programs as he determines to be necessary and appropriate in the national interest in the
light of such reappraisal. The President is requested to submit to the Congress, on or be-
fore July 1, 1969, an interim report presenting any preliminary recommendations formulated
by him pursuant to this section.

(b) It is the sense of the Congress that the reappraisal provided for in subsection (a)
should include, but not be limited to, an analysis and consideration of proposals concerning
the establishment of a Government corporation or a federally chartered private corporation
designed to mobilize and facilitate the use of United States private capital and skills in
less developed friendly countries and areas, including whether such corporations should be
authorized to--

(1) utilize Government guarantees and funds as well as private funds;

(2) seek, develop, promote, and underwrite new investment projects;

(3) assist in transferring skills and technology to less developed friendly countries
and areas; and

(4) invest in the securities of development financing institutions and assist in the
formation and expansion of local capital markets.”
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FY 1970 REQUEST AND PROPOSED PROGRAMS UNDER THE FOREIGN ASSISTANCE ACT
(In millions of dollars)

FY 1970 FY 1970 FY 1970
Authorization Appropriation Proposed
Assistance Category Request Request Program a/
ECONOMIC ASSISTANCE
Development Loans 675.5 675.5 763.5
Alliance for Progress
Development Loans 437.5 437.5 482.7
Technical Assistance 463.1 463.1 485.5
World-Wide (224.5; (224.5) (241.9)
Alliance for Progress (116.0 (116.0) (121.0)
Multilateral 0rgan1€7tions (122.6) (122.6) (122.6)
Supporting Assistance 514.6 514.6 577.5
Contingency Fund 40.0 40.0 50.0
Indus Basin development, grants 7.5 7.5 7.5
Indus Basin development, loans (0.8)¢/ 0.8 2.5
American Schools and Hospitals
Abroad 12.9 12.9 12.9
Administrative Expenses, A.I.D. 54.3 54.3 57.3
Administrative and Other
Expenses, State (3.8)4/ 3.8 3.8
TOTAL A.I.D. ASSISTANCE 2,205.4 2,210.0 2,443.2
OVERSEAS PRIVATE INVESTMENT
CORPORATION (75.0)&/ 75.0 £/
GRANT MILITARY ASSISTANCE 375.0 375.0 434.0
TOTAL 2,580.4 2,660.0 2,877.2

a/ The FY 1970 proposed program is the total amount of funds that would be available to carry out programs under the Foreign Assistance
Act. The proposed program consists of the new appropriations requested and additional funds available for use in FY 1970, such as re-
payments on prior loans, reimbursements, and uncommitted or deobligated funds from prior years.

b/ Includes contributions to certain Multilateral Organizations and Programs.

£/ No new authorization is needed since the Foreign Assistance Act of 1967 authorized the appropriation of $51.22 million for Indus Basin

Loans. The amount shown is the appropriation request.

g/ The Foreign Assistance Act contains permanent authorization for appropriation of "such amounts as may be necessary". The amount shown

is the appropriation request.

e/ The 'proposed authorization act provides for the appropriation of "such amounts as may be necessary". The amount shown is the appro-

priation request.

f/ The appropriation request is to provide reserves to back certain investment quaranty programs of the Corporation No obligations or

expenditures are expected.

A-2
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PROPOSEL ~ROGRAM AND LEGISLATION

place the provisions relating to bilateral and multi-
lateral technical assistance and providing a two-year

funding authorization. ‘ u Mlcand MIUTARY
e PROGRA

II. ORGANIZATION CHANGES ~ PROPOSED PROGRAM

Changes in legislation are accompanied by changes in the organiza-
tion of A.I.D.

--A new Technical Assistance Bureau, headed by an Assistant
Administrator, is being created to consolidate and
strengthen the central technical assistance staff to
enable it to play a stronger role in developing and im-
plementing technical assistance activities.

GRANT MILITARY ASSISTANCE &/ -

--An Auditor-General, reporting directly to the A.I.D.
Administrator, will be appointed with supervision over

existing audit and inspection elements of the Agency. INTERNATIONAL DEVELOP. &——o ——
He will be charged with making sure that management ASS'N. — '
systems are operating to protect against abuses in the ~
uses of A.I.D. funds. INTER-AMERICAN DEVELOP.
BANK =
--With the creation of the Overseas Private Investment
Corporation, A.I.D.'s Assistant Administrator for Private AgANDE;Efp'BANK'
Resources and his staff will turn from direct management ‘ ‘// '
of A.I.D.'s investment incentive programs to a role of i PEACE CORPS
directing A.I.D.'s regular program toward stimulation of ‘ $100

private enterprise in the less developed countries in a
manner that complements the work of the Corporation.

ITI. LONGER-TERM STUDY

FY 1970 TOTAL . ... $4,582 million
These proposed legislative and organizational changes, affecting _ .
almost exclusively the A.I.D. program, are just the first steps-- ; (Economic Programs.... § 4,148 million)
but important steps--in redirecting our foreign aid programs and
'making them more effective.

The Executive Branch, under the President's direction,will continue oy ) —

. . R N . . e g . . Does not include Foreign Military Sales.
an intensive review of all U.S. foreign aid activities with a view
to making comprehensive proposals next year.

To help fashion these proposals, the President will appoint a
Task Force on Foreign Economic and Military Assistance. This group
will include representatives of business, banking, the academic

community, church and social groups, industry, labor, agriculture
and others.
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PROPOSED . ..0GRAM AND LEGISLATION
IV. THE PROPOSED PROGRAM

What is Foreign Aid? The economic assistance program carried out
by the Agency for International Development is about half of the
total U.S. foreign assistance program.

Other parts of foreian aid are the Food for Peace (P.L. 480) )
program, the Peace Corps, subscriptions and contributions to multi-

lateral lending agencies, and military assistance.

Other overseas programs, such as Export-Import Bank loans and
guaranties and the Foreign Military Sales program, are not foreign
assistance in the sense of concessional aid at a cost to the
Treasury. But these programs do permit other countries to buy
American goods on credit not available commercially. They are,
therefore, part of the total package of financial tools serving
various U.S. domestic and foreian policy interests.

How much foreign aid do we provide? The total U.S. aid

program proposed for Fiscal Year 1970 amounts to about $4 1/2
billion--2.3% of the Federal Budget, and less than 1/2% ot our
Gross National Product. Of this total, about half is in the A.I.D.
program, one-fourth in P.L. 480 agricultural product grants and
credits, one-tenth in military aid, and the balance in other pro-
grams. In 1949, during the Marshall Plan, economic aid was close
to 3% of our GNP. During the Mutual Security Act period of 1953-
1961, it averaged well over 1/2%, while during early years of the
Foreign Assistance Act of 1961, it was closer to 3/4% of GNP.

The United States now provides about half of free world development
assistance in absolute terms--but the share of other free world
countries is growing. In fact, many other countries devote a
larger share of their GNP to aid than the United States, and many
provide assistance on easier terms than we do.

The A.I.D. Appropriation Request

The appropriation requested for FY 1970 under the Foreign Assist-
ance Act is in three parts:
($ Millions)

--For the A.I.D. program 2,210
--For Overseas Private Investment

Corporation (OPIC) Guaranty reserve 75
--For grant Military Assistance 375

A.1.D. APPROPRIATIONS

(Including Supplementals)

$Billions
ORIGINAL | -
APPROPRIATION
REQUEST ! 3
-------------- % . W@
AMOUNT ¢ B $2.2
APPROPRIATED
BY CONGRESS ~ ~
— *2
B < N
|
| ! ] | | | | | | 0
1961 '62 '63 64 '65 '66 '67 '68 '69 '70
FISCAL YEARS
The total of $2.66 billion is the lowest appropriation ever reguest-

ed. Yet, the $2.21 billion appropriation requested for the A.I.D.
program for FY 1970 is some $800 milljonabove the amount appropri-
ated for FY 1969--when the A.I.D. request was cut almost in half.
But it is $138 million less than requested by the previous Adminis-
tration and is the lowest request for economic assistance in the
last 10 years. Together with other available funds, such as repay-
ments on past loans, the request will finance an A.I.D. program of
$2.4 billion.

The A.1.D. appropriation request falls into several categories.
($ millions)

Technical Assistance 463
Worldwide (225)
Alliance for Progress (116)
Multilateral (123)

Development Loans 676

Alliance for Progress Development
Loans 438

Supporting Assistance 515

Administration 58

Other 62
Total _2,210

R 2



AGENCY FOR INTERNATIONAL DEVELOPMENT
FY 1970 APPROPRIATION REQUEST

. Iopmen'r L
£ $676 \\
P;‘()Léx%gE LF(?ARNS : \\\\ Suppor'rlng Assus'rance
= B 438 [ M\ $515
N hnical Assistance )
Alliance for Progress ($116) = $46: N
~ $ ~==Contingency Fund $40
- X NOther $71¥

—~—

Indus Basin $8 (Loan $08; Grant $7.5)

World-wide ($ 224)/ Muitilateral ($123)

TOTAL---$2,210 million ™

% Includes American Schools and Hospitals Abroad $12.9 million; A.1.D. Administrotive *Does not include appropriation request o f $75 million for Overseas Private [nvestment
Expenses $54.3 million; ond State Administrotive Expenses $3.8 million. Corporation (OPIC) Investment Guaronty Reserves.



PROPOSED ~ROGRAM AND LEGISLATION

Technical Assistance. Technical Assistance applies American tech-
nical and professional expertise to the problems of the developing
countries. It includes bringing promising individuals from devel-
oping countries for training in the United States or third
countries and building lasting human institutions in the developing
nations to create and accelerate the momentum of development.

Begun under the Point IV program in 1950 Technical Assistance
continues today to be a critical requirement without which a less
developed country cannot make its own physical resources productive
or use resources provided from abroad effectively. Modern tech-
nology and scientific knowledge are required to solve the many
problems of development. Unless a farmer is taught the ways of
modern farming or a government official the principles of agricul-
tural policy making, the new high-yield seeds or fertilizer or
modern equipment will do little to help to feed the people of his
country. Unless an entrepreneur operates in an environment of
effective financial and training institutions, his industrial
plant is not likely to produce the capital and consumer goods
needed for development.

Training and research in agriculture and family planning are among

the most important activities financed by Technical Assistance.

But Technical Assistance must be provided to remedy other problems

that can stifle development--inadequate educational opportunities,

debilitating diseases, poor administration of government ministries
and private industries, and low levels of popular participation in

development.

A.I.D. draws heavily on U.S. universities, private organizations
and other government agencies such as the Departments of Interior,
Agriculture, Treasury, HEW, Commerce and Transportation to carry
out technical assistance activities in the less developed countries
and provide other support in the United States. In fact, less than
half of the A.I.D.-financed advisors working abroad are direct
employees of A.I.D. Thus, it is possible for A.I.D. to tap the
best American talent available for the period needed for a parti-
cular project without a large establishment.

Plans to strengthen Technical Assistance activities are now being
formulated. A Technical Assistance Bureau is being set up in
A.1.D. to expand and improve Technical Assistance activities.

A two-year authorization for Technical Assistance--$463 million
for FY 1970 and $530 million for FY 1971--is being requested to
enable A.I.D. to carry out these plans effectively.

A-7

Multilateral Technical Assistance is carried out by a number of
programs administered by the United Nations and related agencies.
The bulk of the U.S. voluntary contributions to these activities
is for the United Nations Development Program--$100 million pro-
posed for FY 1970-:to which other countries contribute over 60%
of the funds.

Development Loans and Alliance for Progress Development Loans. De-

velopment Loans provide less developed countries with Capital re-
sources needed for growth. They finance the commodities and tech-
nical services necessary for construction of factories, dams and
education and health facilities and the import from the United
States of raw materials and capital goods needed to fuel indus-
trial and agricultural development. In addition, they are the
primary means that A.I.D. has available to stimulate borrowing
countries to make the self-help reforms needed for their own de-
velopment.

Development Loan funds must be used for the purchase of goods or
services in the United States. In addition to benefitting U.S.
producers, tying assistance insures that Development Loan funds
do not have a direct adverse effect on the U.S. balance of
payments.

Develapment Loans are of three types--project loans, production
loans (also called "program loans") and sector loans.

Project loans finance a s
plant, a power dam or a r
base needed for a vital e

pecific undertaking such as a fertilizer
oad. They help to build the capital

conomy.

Production loans finance the import of U.S. fertilizer, capital
goods, raw materials and spare parts needed for industrial and
agricultural development. They are made in connection with
self-help conditions that affect the overall economy, such as
fiscal, monetary and import reforms.

Sector loans are a new type of Development Loan assistance
designed to spur the development of a particular sector in a
country, such as agriculture or education. Like production

loans, these loans finance a Tist of essential imports. They
differ in that they are tied to self-help actions by the recipient
country in the particular sector.

A11 three types of loans are usually coupled with Technical
Assistance in the A.I.D. program.



PROPOSED PROGRAM AND LEGISLATION

Development Loan principal and interest are repayable with inter-
est in U.S. dollars. The minimum interest rates charged to the
borrowing country on Development Loans are lower than commercial
interest rates. If they were not, the loans would not be aid at
all. Formerly 3/4% for the life of the loan, interest is now 2%
during the grace period and 3% thereafter. If the borrowing
country relends to local entrepreneurs, however, it is usually at
commercial rates.

The burden of debt of the less developed countries, caused in
part by past loans with relatively high interest rates and short
maturities, has grown rapidly over the past several years. Debt
service, including service on export credits, amounted to $4.1
billion in 1967, nearly half of the total new aid they received
that year from all donors.

The FY 1970 appropriation request includes $676 million for
worldwide Development Loans and $438 million for Alliance for
Progress Development -Loans.

Indus Basin Development Fund. The Indus Basin Development Fund
administered by the World Bank finances the construction of two
dams, canals and barrages to provide an equitable division of the
waters of the rivers of the Indus Basin between India and Pakistan.
The project has helped to remove a serious source of friction
between the two countries and is providing water for irrigation

to over 50 million people in the area.

The Indus Basin Settlement Agreements of 1960 and 1964 established
the Indus Basin Development Fund to which the United States and
eight other donors (Australia, Canada, Germany, India, New Zealand,
United Kingdom, Pakistan and the World Bank) contribute. The

total commitment to the Fund amounts to $1.5 billion of which the
U.S. share is 44%.

On the basis of World Bank estimates, the United States plans to
contribute for FY 1970 $7.5 million in grants and $2.5 million in
Toans ($1.7 million to be carried over from FY 1969 and $0.8
million requested in FY 1970 approprations).

Supporting Assistance. The bulk of the A.I.D program--Technical
Assistance, the two categories of Development Loans, and Indus
Basin loans and grants--is development assistance.

But A.I.D. also provides assistance to help a few countries
maintain economic or political stability. As recently as FY 1962
Supporting Assistance was furnished to 41 countries, in many

cases to help them sustain extraordinary security burdens. Most

-8

of these countries are now economically and politically able to
make good use of development assistance, and some are no longer
in need of any kind of aid.

For FY 1970, therefore, we propose to furnish Supporting
Assistance to only seven countries--almost all of it for

Vietnam, Laos and Thailand. The balance is required for Korea
and Nigeria, and small amounts for the Dominican Republic,

the malaria eradication program in Haiti, and regional activities
in Africa and East Asia. In addition, $19.6 million will support
UN peacekeeping and refugee programs in Cyprus and the Middle
East.

Since FY 1961 Supporting Assistance to countries other than

Vietnam fell from $653 million to the $118 million proposed
for FY 1970.

Other Funding Categories

The balance of the A.I.D. appropriation request is for the
Contingency Fund, American Schools and Hospitals Abroad, and
Administrative Expenses.

The Contingency Fund, for which $40 million is requested, is
used for assistance needs which are unforeseen or cannot be
accurately defined at the time the proposed program is prepared
and submitted to the Congress.

It is often used for urgent relief from disasters, such as
earthquakes and floods, as well as for situations of major
security interest to the United States.

The program for American Schools and Hospitals Abroad helps
finance construction and operating costs for a small number of
schools and hospitals abroad which were founded or sponsored

by Americans. Among these are the American University of
Beirut, Robert College in Turkey, and Project HOPE. $13 million
is requested for FY 1970.

The $54 million requested for Administrative Expenses is required
for the salaries and related €xpenses of running the A.I.D.
program. An additional $3.8 million will be used for expenses

of the State Department in carrying out certain activities
related to foreign assistance.

R 2



PROPOSL . ROGRAM AND LEGISLATION
Three major countries--India, Pakistan and Turkey--will receive
97% of these funds.

FY 1970 A.l.D. PROGRAM BY REGION

{ Millions of Doliars) Africa. The proposed program for Africa for FY 1970 is $186
million, consisting of $92 million in Development Loans, $74
SUPPORTING ASSISTANCE o - million in Technical Assistance and $21 million in Supporting
Assistance.

I
HATIN pMERICA Regular bilateral activities are proposed for FY 1970 for con-

52 ﬁﬁfﬁ $604 tinuing programs in only ten African countries and for planned
2222 phase-out activities in an additional two countries. Twenty-
three others will be eligible only for regional and multi-
NEAR EAST and SOUTH ASIA donor aid (for which $70 million or 38% of the program is pro-
posed) and for self-help funds, ranging normally from $50,000
0 625 to $100,000 a piece, for small one-time contributions to local
44 projects.
AFRICA E . cqqs . .
ast Asia. $234 million is proposed for East Asia for FY 1970--
2l 7; 166 $90 miTTion in Development Loans, $55 million in Technical
. Assistance and $89 million in Supporting Assistance.
EAST ASIA The Development Loans are for Indonesia and Korea. The bulk of
the Supporting Assistance is for Laos and Thailand, with the
89| - 145 balance needed for grants for the Southeast Asia regional
N 55 program and the final year of the planned phase-out of Supporting
VIETNAM Y72 Technical Assistance Assistance for Korea.

440 0 L. eseapmant Loans Vietnam. The $440 million proposed for Vietnam for FY 1970 comes
entirely from Supporting Assistance. It is used for program
needs and a small amount, as in past years, to cover administrative

—_— expenses of the expanded Vietnam program.

Program by Region In addition, some A.I.D. funds are used for activities not directly

. . . . . connected with a particular country or region. These include
Most of A.1.D.'s funds are used directly for the five regions in contributions to worldwide multilateral organizations, administra-
which A.I.D. has programs. tive expenses and program activities such as research and support

. . . . for private U.S. organizations involved in overseas development

Latin America. The FY 1970 program proposed for Latin America or relief work.
amounts to $605 million--$483 million in Alliance for Progress
Development Loans, $121 million in Alliance Technical Assistance
and $1.8 million in Supporting Assistance. V. THE A.I.D. PROGRAM AND THE U.S. ECONOMY
$494 million of the fundS, or 8].5%,- are pY‘Oposed for Brazil N Today's A.I.D. program does not send money abroad--it sends
Chile, Colombia, Central America and inter-American and regional U.S. goods and services. The result of this tied procurement
activities. policy is that almost all A.I.D.'s dollars remain in this
Near East and South Asia. The proposed FY 1970 program for the country to purchase American goods or to pay U.S. companies,
Near East and South Asia is $625 million. This includes $581 universities and other private groups for American technical
million in Development Loans and $44 million in Technical and professional services to carry out projects overseas.
Assistance. R 2
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--Commodity procurement. In FY 1960 A.I.D. predecessor
agencies (ICA and DLF) bought $423 million worth of U.S.
goods--only 41% of their total financing of commodities.
In FY 1968 A.I.D. funds bought $1,141 million worth from
all 50 states, or over 98% of A.I.D.-financed commodity
procurement.

--Technical services contracts. As of December 31, 1968,
A.1.D. had 1,059 active technical service contracts with
private institutions, companies and individuals valyed at
$629 million to carry out projects in 66 countries.

--University contracts. Of these, 114 American colleges and
universities held 293 contracts worth $211 million for
projects in 40 countries.

As important as the benefits provided directly to U.S. firms by
A.1.D.-financed activities is the fact that the A.I.D. program
now has a positive direct 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 that the program will
result in a net inflow of $197 million. The amount of this
net inflow will continue to rise, principally because of growing
receipts of interest and principal repayments on past loans.
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VI. PROGRAM CONCENTRATION IN A LIMITED NUMBER OF COUNTRIES

The A.1.D. program is highly concentrated in a small number of
key countries.

In FY 1970 90% of country programs* is proposed for only 15
countries. Eight of these countries--Brazil, Chile, Colombia,
India, Indonesia, Korea, Pakistan and Turkey--are scheduled to get
86% of Development Loan funds in FY 1970. Supporting Assistance
is even more concentrated, with 93% of country aid to go to three
countries--Vietnam, Laos and Thailand. Some of these major
countries, such as Turkey and Korea, will reach self-sustaining
growth in the next few years.

Other countries such as Israel, Taiwan, Iran and Mexico, no
Tonger require A.I.D. assistance.

* Country programs exclude regional activities as well as
inter-regional activities such as contributions to multilateral
programs, administrative expenses, program support costs and
the central research program.

CONCENTRATION OF COUNTRY PROGRAMS
Major Countries
Brazil Kor
TOTAL Chile  Laos. ,
Colombia  Nigeria of FY 70
PROGRAMS Dom. Rep. Pakistan ¥ Country
Ghana Thailand Programs
Guatemala Turkey
India Vietnam
Indonesia
DEVELOPMENT Countries % of FY'70
Brazil  Indonesi Countr,
LOANS  cme Ko Frograns
Colombia Pakistan
India Turkey
SUPPORTING  countries o £ 70
i » Lountry
ASSISTANCE ngm Programs
Thailand

The total number of countries receiving some form of assistance
from A.I.D., no matter how limited, will drop from 76 in FY 1967

to 68 in FY 1970. But 23 of the 68 remaining countries--about
one-third of the total--will not have regular A.I.D. programs in

FY 1970. They are all African countries which,apart from regional
programs,will be eligible only for self-help funds ranging normally
from $50,000 to $100,000 apiece.

As a result of this phase-out of regular programs in the smaller
African countries, the number of countries in which A.I.D. has
regular bilateral programs will drop from 74 in FY 1967 to 45
proposed for FY 1970.

Regular Technical Assistance programs will have dropped durin
the same period from 65 to 42 (45 to 23 outside Latin America?.

R2
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Development Loan programs will have gone from 38 in FY 1967 to 31
in FY 1970 (23 to 16 outside Latin America).

--first, by concentrating development aid in countries
which have shown by past actions that they are mak-
ing the sacrifices necessary for development to suc-

. . . d and are making good use of aid from others as
Over the same period Supporting Assistance programs will have e i :
dropped from 16 to 7. 9 well as their own resources;

NUMBER OF COUNTRY PROGRAMS* --second, by making aid conditional on specific steps

a country must take, from contributing to the pro-
ect being financed to allocating its total resources

TECHNICAL ASSISTANCE SUPPORTING ASSISTANCE TOTAL PROGRAMS more efficiently.
16

Development Loans, primarily non-project loans, are the
main instruments A.I.D. has to encourage self-help poli-
cies and activities. The furnishing of these loans--both
production loans (also called "program loans") and sec-
tor loans--is conditioned on self-help measures which
may profoundly affect the whole economy or a signifi-
cant sector of it.

12
9
7

AFRICA

AFRICA

DEVELOPMENT LOANS
38
% NEAR EAST}

8 3
27 31 A
o |SouTHAsi| 1L

For example, in order to receive our aid, countries have
been required to liberalize import restrictions, in-
crease tax collections, allocate more of their budget to
agriculture or education, take specified steps to reduce
inflation, or undertake other actions designed to help
them make faster development progress.

VIII. FOOD AND POPULATION

NEAR EAST/
SOUTH ASIA

and
FAST ASIA .

25
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e The development of high-yield seeds and other advances
A o MR R LAH@;%@ZQQQ% it ‘ in agricg]tura] technology as well as th$ 1mprovemeﬂtd
'67 's8 '69 '7 ey op lng ! re lag log | and the increased acceptance of family planning methods

FISCAL YEARS 0 67F53L£357° 67;23L32m70 make the solution of the world food problem within
At of A.LD. R reach--if vigorous and sustained efforts are made to
ance per cour . - overcome it.

Funds in

o ear Somme There is recent evidence that the problem of basic food
i o  runds as e avove (5 countrie stion 617 of the shortages can be solved within the next two decades if
Supporting Assistance and Alliance for Progress Deve Loans used in FY as Technical Assit - there .is broad]y based grOWth in the economies Of the
lation programs under Title X of the Foreign Assista are counted as Te e. : ) - deve] Oping nations . Agri Cu] tura] pY‘OdUCt'iOH in the
VII. SELF-HELP developing countries has increased substantially in recent years.

-l L v In 1961, with a population of 1.4 billion, the developing nations
of the free world produced 268 million tons of grain. In 1968,
with a population more than 20% larger (1.7 billion), the same
countries harvested over 24% more grain--335 million tons. Of
the 45 countries scheduled to receive regular bilateral A.I.D.
assistance in FY 1970, 22 have started official national family
planning programs.

A country's own determination to make progress is the most
important single element in its development. Without it,
aid from others is wasted. With it, outside aid can provide
the critical extra margin of resources needed to accelerate
growth:
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PROPOSED . .OGRAM AND LEGISLATION

Of the proposed FY 1970 A.1.D. program, about 26% is to be spent
for agricultural and food production programs. $280 million--

the largest single amount--will finance exports of U.S. fertilizer.

Funds used for population activities have grown from about $5
million in FY 1966 and FY 1967 to $35 million in FY 1968 and
about $50 million for FY 1969. For FY 1970, A.I.D. will seek.
opportunities to continue expanding this assistance and increase
the use of U.S.-owned local currencies in population and related
health programs.

IX. PRIVATE ENTERPRISE AND DEVELOPMENT

Private resources and individual energies must be applied to the
task of development. Progress has been greatest in countries
which have allowed private enterprise to flourish and have
enabled the individual to participate actively in the development
process.

The proposals submitted to the Congress this year reflect this
basic fact in two major ways--(1) by pointing the A.I.D. program
more directly toward stimulation of private initiative in the less
developed countries and (2) by creating a new Overseas Private
Investment Corporation to increase the amount of U.S. private
investment available for development.

(1)

initiative in a number of ways.

The A.I.D. program can help strengthen local private
For example--

--Development Loans are used to encourage sound
government policies which 1iberalize import and
other restrictions hampering private economic
growth and create a favorable climate for private
investment.

--Development Loans also finance the importation of
U.S. goods needed by private businessmen and farmers;
help build the power plants, roads, dams and other
basic facilities required to support expanding private
activity; and provide resources for intermediate
credit institutions which are an important source
of capital to businessmen, farmers and homeowners
in recipient countries.

--Teqhnica] Assistance helps strengthen individual
skills and knowledge and equips the individual to

participate more effectively in the development process;

X.

it also helps private enterprise more directly

through projects in, for example, management training,
small industries development, tourism and development
of local credit institutions.

--In addition Technical Assistance supports private
U.S. groups such as the International Executive
Service Corps (IESC) and a number of U.S. cooperatives
and other associations which provide technical,
advisory and other services to private businesses
and organizations in developing countries.

(2) The objective of the Overseas Private Investment
Corporation will be to encourage direct investment of private
American capital and technical know-how in the less developed
countries.

The Corporation will be a separate federal agency set up to
manage a number of investment incentive programs now
administered by A.I.D. and carry out other special activities
designed to help U.S. investment contribute to development.

The Corporation will have four main programs:
--Pre-investment assistance and promotion, which will

provide information on possible investments and underwrite
part of the cost of investigating potential projects.

--Investment insurance, which will cover U.S. investors
against Toss from the specific political risks of
inconvertibility; expropriation; and war, revolution
and insurrection.

--Investment financing, which will include (a) guarantying
loans and other investment against such losses as the
Board may determine, (b) making dollar Toans for high
priority projects, and (c) making local currency
"Cooley" loans.

--Special activities such as financial support for privately
managed technical assistance activities, on behalf of
A.1.D., other U.S. Government agencies, or international
development institutions.

MULTILATERAL ASSISTANCE

A substantial portion of U.S. economic assistance is furnished

A-13

in a multilateral framework.
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The United States participates in a variety of multilateral
coordinating and consultative groups and also contributes
directly to multilateral banks and international organizations
such as the UN Development Program (UNDP).

The Development Assistance Committee (DAC), of which the

United States is an active member, is the main mechanism for
general coordination of all free world aid. Consortia, consulta-
tive groups and other aid groups led by the World Bank or

other multilateral agencies are the coordinating mechanisms for
external aid to most major development aid recipient countries.

The United States contributes directly,under separate legislation,
to multilateral banks such as International Development Associa-
tion, Inter-American Development Bank and Asian Development Bank.
These banks provide capital assistance to developing countries.

In FY 1970, $152 million of the A.I.D. funds requested are for
voluntary contributions to UN and other multilateral programs.
The bulk of this amount is for technical assistance activities
of the UNDP and other UN agencies.

XI. THE A.1.D. PIPELINE

A.I.D., like other government agencies and private businesses,
has a pipeline of funds set aside for a specific purpose, but
not yet spent. A.I.D.'s pipeline at the end of FY 1969 will

total an estimated $3.6 billion.

The length of time money remains in a pipeline depends on the type
of project and the length of time it takes to complete the activity

A
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that the earmarked funds are to finance. A Development Loan proj-
ect such as a fertilizer plant takes several years. A university
contract team working on a Technical Assistance project is fund-
ed for at Teast twelve months at a time, with payments made when
bills are submitted by the university.

Prudent use of funds is assured by continuing review of unused
balances for projects in the pipeline. All slow-moving projects
are examined to see whether original project objectives can still

bg met. When they are not, funds are deobligated after discussion
with the recipient government.

When any project is finished and all bills are paid, any small
remaining balance is made available for use for similar purposes.
Except for these small balances, funds cannot be taken from
wnfulfilled commitments and used for other purposes without breaking
legal obligations to American contractors and industries and ‘
disrupting the process of economic development. Equally important,
if funds are prematurely withdrawn, projects remain unfinished,
wasting the initial investment.

Each year about four-fifths of A.I.D.'s expenditures are from
prior-year commitments, that is from the pipeline.

The proposed A.I.D. program for FY 1970 is $2.4 billion. A.I.D.
expenditures are estimated at about $1.9 billion during that
fiscal year. $1.5 billion of those expenditures will result from
prior-year commitments; only $400 million of the FY 1970 program
is expected to be expended during that fiscal year. The balance
of the FY 1970 funds will be expended in the following fiscal
years--as the goods and services needed to undertake projects
started during FY 1970 are paid for.

R 2
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FOOL PRODUCTION AND POPULATION GROWTH

There is historic good news from the less developed world: gains
in grain production in the developing nations are outrunning the

rate of population growth. Furthermore, in an increasing number

of developing nations, the threat of runaway population growth--

only recently the subject of whispered confidences--is generating
official family planning and other population action programs.

In the face of these twin developments, the recent predictions of
widespread famine by 1980 are giving way to cautious optimism.

In South and East Asia and parts of the Near East, yields of new
varieties of wheat, rice and other grains are doubling and trip-
ling traditional output. In India and Pakistan between 1961 and
1968, the combined population grew by 18.7%--while the two coun-
tries' production of wheat and rice rose by 21.3%. In 1961, with
a population of 1.4 billion, all the developing nations of the
free world together produced 268 million tons of grain. In 1968,
with a population more than 20% larger (1.7 billion), the same
countries harvested over 24% more grain--335 million tons.

FOOD PRODUCTION AND U.S. ASSISTANCE

Today, accelerated progress is possible on the farm lands of the
developing world. But whether the poor countries make this pro-
gress will depend upon a number of factors--a prime one being the
continued availability of adequate levels of U.S. aid, particular-
1y Development Loans. Good weather helped--but by no means ex-
plained--the gains in food production of the Tast few years. A
case in point is India which expects this year's food grain har-
vest to be close to last year's record, even though this year their
weather has not nearly matched last year's outstanding monsoon.

The larger harvests in the poor countries are the fruit of inno-
vations in economic policies, as well as in science and technology.
The United States has played a major role in introducing and en-
couraging both types of innovation--by furnishing critical extra
resources and skills, and by playing a leading role in influencing
development policies.

New Policies And Qutside Aid. The influence of outside aid in
modifying the economic policies of some of the hardest-pressed of
the developing countries is at the same time one of the least
understood and most important features of the foreign assistance
program. The big policy switch in the developing world has been
to agriculture. Governments have applied massive doses of their
nations' resources, along with administrative energy, political
credit and outside aid, to the expansion and modernization of food
production. Only a few years ago, agriculture was the political
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stepchild in most of the poor countries' policy councils. Today,
agriculture has top priority in many of the developing countries
--among them, India, Pakistan, Turkey, parts of North Africa,
Korea and the Philippines.

A.1.D. Development Loans have been particularly influential in
bringing about this switch. Not only have Development Loan
negotiations helped persuade the poor countries to emphasize and
expand their agriculture programs; Development Loans have made it
possible for poor nations to give the necessary priority to food
production by underwriting the cost of the ingredients required
for agricultural modernization.

Typically, Development Loans finance imports of American commod-
ities--
--furnishing goods needed specifically for agriculture
(e.g., fertilizer) or for general economic modernization
(e.g., spare parts);



FOOD PRODUCTION AND POPULATION GROWTH
--supplementing the developing country's meager foreign exchange
reserves, thus permitting it to relax import controls and
price ceilings and other constraints on economic expansion;
--facilitating greater general reliance on the initiatives of
the market to supply agriculture and industry, and on price
incentives to stimulate farm production.

Increasingly, policy modifications with these and other benefits
have become an accepted part of the negotiation of A.1.D. Develop-
ment Loans as well as P.L. 480 agreements.

--In Chile the Government will increase public investment in
agriculture, lower the distribution costs of fertilizer and
expand the official farm credit system.

--The Indian Government has been carrying through a program to
purchase all foodgrains at no less than a previously announced
procurement price, even if the production targets of the pro-
curement plan are exceeded.

--Korea is developing both medium and long-term farm credit,
improving the marketing of food, and devising new policies
for land and water use.

Modernizing Agriculture. More than anything, the much publicized
"miracle seeds," as they are known, opened the way to the new,
more abundant agriculture. These are the new varieties of food
grains, particularly wheat and rice, which, with higher yields,
shorter growing seasons and multiple cropping, are able to out-
produce traditional strains of seeds by two and three times. But
the term "miracle seed" is a misnomer. The new varieties do not
spring miraculously from an inhospitable earth. They are the
sensitive demanding products of a new agricultural technology.

They require higher investments of water, chemicals, fertilizer,
soil management, and skill than their less productive predecessors.

Underpinning the new agriculture are new relationships and insti-
tutions, many strengthened or fashioned with American help. In
countries 1ike India, Pakistan, Turkey, Korea and the Philippines,
where demand for chemical fertilizer is escalating, new industries
to produce and distribute it have come into being. The costly
ingredients on which the high yields of the new seeds depend are
increasing the demand for farm credit in the developing nations;
lending institutions are needed to meet this demand. Cultivation
of the new varieties is relatively sophisticated work--farmers
need to train up for it; extension workers trained at new insti-
tutes help to meet the need. Ministries of agriculture charged
with coordinating and speeding up the growth of the new agricul-
ture are being streamlined. The needs and impact of the new
agriculture are complex and must be dealt with.
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The Foreign Assistance Program

Qutside aid strengthens and supports all these changes. More than
one-quarter of the proposed A.I.D. program for FY 1970 will go
directly for agriculture and food production programs. Shipments
of American fertilizer will once again account for more A.I.D.
financing than any other single commodity. A.I.D. Technical
Assistance focuses on the farm and on the institutions that make
it productive. The A.I.D. program also benefits agriculture
indirectly. Food output cannot expand in an otherwise stagnant
economy; more agricultural production requires economic growth
across the board--to provide services to farmers and markets for
larger harvests. This is why American aid goes into capital and
technical programs which promote the growth of the general
economy as well as the agricultural sector.

The ingredients A.I.D. uses to extend direct support for the
modernization of agriculture include:

"Miracle seeds." A.I.D. financing has supported introduction of
the new varieties throughout the developing world. The "Mexican"
wheat varieties are now in use in India, Pakistan, Turkey, Tunisia,
Morocco, Jordan, Afghanistan, Nepal, Brazil and Argentina. IR-8
and other even more advanced varieties of rice are being grown in
Vietnam, Laos, Thailand, India, Pakistan, Indonesia, Korea,
Malaysia and Ceylon.

The new varieties require continuing adaptation as, for example,
seeds become vulnerable to pests and pests grow immune to chemicals.
A.I.D. supports the work of adaptation through agreements with

the International Rice Research Institute and the International
Corn and Wheat Improvement Center. Similar arrangements are now
being made with other international research institutions.

Fertilizer. A dollar's worth of fertilizer will grow more than

$4 worth of food--and make the difference between starvation

and a barely adequate diet for one person for one year. The U.S.
fertilizer being exported to India through A.I.D. Development
Loans this year is capable of producing enough food to improve

the diet of 100 million people. World-wide, A.I.D.'s annual
procurement of fertilizer (including barter and special letter

of credit arrangements) has risen from $75 million in FY 1965

to $197 million in FY 1968. FY 1969 Development Loans emphasizing
fertilizer are scheduled for Indonesia, India and Pakistan.
Vietnam will get fertilizer funded by Supporting Assistance grants.

A recently completed A.I.D. study indicates that fertilizer con-
sumption in the developing nations must increase at an average
annual rate of 16% if their domestic food requirements are to be
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even approximated. Thus, financing of U.S. fertilizer exports is
expected to continue at a high Tevel, even though some of the
developing countries are expanding their capacity to manufacture
chemical fertilizer themselves.

Credit. Adequate credit for individual farmers is one of the most
important requirements for the modernization of agriculture. Over
the years, U.S.-owned local currency valued at approximately $250
million has gone into expansion of agricultural credit facilities
in developing countries. The bulk of the capital funds have been
made available in Latin America. However, most of the food deficit
nations have received technical assistance in credit management.

In Uganda, technical assistance has helped expand local lending
from $325,000 in 1963 to $850,000 in 1968. In Brazil last year,
over a billion dollars equivalent in Tocal agricultural Toans were
made. Local currencies generated by selling surplus U.S. agri-
cultural commodities augment the supply of agricultural credit. In
the Philippines, $1.25 million was used to set up a guaranty
system to enable rural banks throughout the country to make un-
secured production loans to farmers. In Pakistan, the eguivalent
of $14.7 million in Tocal currency will support a fertilizer and
low-1ift pump credit program. In India, a proposed grant of $140
million in P.L. 480 excess local currencies will help to establish
a rural electric corporation; the corporation will lend money to
rural electric cooperatives and state electric boards for the
electrification of irrigation pumps and other rural projects.

Pesticides. A.I.D. expenditures from loans for pesticides and
other farm chemicals have nearly tripled in three years--from $4
million in FY 1965 to $11 million in FY 1968. Following the
recommendations of a U.S. study team, Pakistan transferred pest

control services from the Government to private enterprise, which
is expected to improve the dependability of the supply.

Irrigation. Small irrigation works of immediate benefit to the
individual farmer are now being emphasized. In Tunisia, a U.S.-
financed well driiling project was so successful that the govern-
ment switched its priority from dam building to the development of
additional groundwater. In Korea, irrigation systems are being
expanded; the workers are being paid in part with Title II commod-
ities under P.L. 480. In Morocco's Moulouya Valley, some 60,000
acres are being intensively irrigated with U.S. help. In West
Pakistan, with A.I.D.'s help, over 3,700 government-owned tubewells
are being installed to improve the irrigation of nearly 2,700,000
cultivable acres.

B-3

Marketing and storage. Processing, storage and transportation
facilities must be adequate to get food from the farmers to
consumers. In the Philippines, A.1.D. has financed surveys which
are helping to correct deficiencies in grain storage, handling and
marketing. In Brazil, which has a new market news service, mar-
keting and other cooperatives are being established at the rate of
100 per year. In Guyana, a $12.9 million loan will help construct
facilities to receive, dry store and process the rice crop.

Education. U.S. economic assistance to less developed countries
has stressed technical agricultural education from the first.
Since 1954, almost 16,000 technicians from less developed
countries have been trained in the United States. Equally
significant is the effort to build up agricultural education
overseas. In addition to training faculties, U.S. universities
help with research required to adapt high-yielding seeds to local
conditions.

Indonesia's two foremost agricultural education institutes--
assisted by a group of American midwestern universities--are
working to upgrade the teaching of agriculture at provincial
institutions throughout the country. In Colombia, the University
of Nebraska and the International Development Foundation,
together with the Colombian Agricultural Institute and the
Natiomal University Schools of Agriculture, are developing a
nationwide system of agricultural education, research and
extension. In Tunisia, the A.I1.D.-assisted Chott Maria voca-
tional agricultural school is one of the most modern in the
country.

Agriculture And U.S. Private Enterprise

A.1.D.'s effort to promote the modernization of agriculture relies
heavily on American commercial firms and cooperatives. A.I.D.
grants, investment surveys and guaranty programs are all designed
to encourage the agri-business and food industries to participate
in development. One recent extended risk guaranty {providing
insurance against business loss) covers part of a $70 million joint
venture in which U.S. Steel and a group of Indian firms will build
a fertilizer plant with a larger nitrogen capacity than any exist-
ing Indian plant.

Some of the best-known names in U.S. agri-business are participa-

ting in the development effort. King Ranch is investing in cattle
production in Morocco; W.R. Grace & Company in a mixed fertilizer

plant in Togo; Cargill, Inc. in seed production in Brazil; Cutler

Hammer International in tool-making in Venezuela.
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American cooperatives working with A.I.D. funds provide technical
assistance in such areas as farm credit and rural electrification.
The Cooperative League of the U.S.A. and the International Cooper-
ative Development Association, together with a group of American
banks and insurance companies, are helping Indian cooperatives

build and operate a major fertilizer plant in the State of Gujarat.

FY 1970 Program

Of the total proposed FY 1970 A.I.D. pogram, 26% is for agri-
culture and food production. Approximately $500 million will
go to capital and commodity assistance, of which $280 million--

the Targest single amount--will finance exports of U.S. fertilizer.

In Latin America, a total of $15.2 million in Technical Assistance
and $127.7 miTTion in Development Loan funds are planned for
agriculture. Approximately $80 million in local currency--
generated by P.L. 480 sales--is also expected to be available for
agricultural development. Agricultural sector loans are planned
for Brazil, Chile, Colombia, Costa Rica, E1 Salvador, Guatemala,
Bolivia and the Dominican Republic.

In East Asia, a total of $86 million is planned for agriculture--
$51 million of it in Development Loans for Indonesia and Korea.

The agricultural program for Vietnam is estimated at $75 million,
including a major component for import of fertilizer.

In the Near East and South Asia, agriculture will require about
$246 million in Development Loan funds and $9.7 million in
Technical Assistance. The total required in Africa is $44
million--almost $28 million in Development Loans.

In India--where the 1967/1968 food grain crop of nearly 100
million tons topped the previous record by 11 million tons and
where the national goal of food-grain self sufficiency is likely
to be achieved in a few years--A.I1.D. plans to make about $200
million available for agricultural commodities and supplies.
Fertilizer will account for the bulk of this amount.
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Technical Assistance to India totalling $2.1 million in FY 1970
will enable advisory teams from six U.S. Tand grant colleges to
continue to improve the management, curriculum and teaching
personnel of eight selected Indian agricultural universities.
A.1.D. will also furnish India close to $2.5 million in Technical
Assistance to find which combinations of seed-types, chemicals and
irrigation work best under Indian conditions; to test and adapt
domestic and imported strains of rice and other crops; and to
develop pest and disease protection for the new strains.

Pakistan as a whole expects to boost grain production from 21
million to 24 million tons by next year--and, for all practical
purposes, to achieve self-sufficiency in food grains. West
Pakistan, in 1968, increased its wheat production by 50% over the
previous year, and now meets its own food grain needs. A.I.D. is
planning to finance more than $35 million in U.S. fertilizer for
Pakistan in FY 1970,and $2 million will finance low-1ift pumps to
help increase the supply of irrigated land. Nearly $1 million in
Technical Assistance will provide U.S. advisory services for
Pakistan's agriculture, including research into the milling, pro-
cessing, storage and marketing of grains.

In Brazil, where corn production in 1968 reached an all-time high,
a $35 million FY 1970 agricultural sector loan is planned to
support a comprehensive land reform in three pilot areas in the
Northeast, East and South. The project includes title clearance,
land purchase, operating credit and a complete range of technital
assistance to the farmers involved. $3.8 million in Technical
Assistance is proposed to continue projects in Brazilian agricul-
tural planning and research and in agricultural education.

In Laos, A.I.D. will continue to assist the Government in develop-
ing more effective credit for small farmers and assuring them of
markets for their increased production. A total of $580,000 in
Supporting Assistance is earmarked for the purchase of fertilizers
and insecticides. Some $3.8 million in Technical Assistance will
go to improve production of rice, vegetables, fish and livestock,
and to cover the costs of feasibility surveys and construction of
irrigation systems.
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POPULATION

The pressure of mouths to feed in the less developed countries has
been mounting yearly, with more infants being born, more children
surviving to adulthood and more adults Tiving longer. As the
proportion of young people in the population rises, so does the
number of young couples founding families. When the excess of
live births over deaths reaches 2%, a country's population doubles
in 35 years, And in the less developed world, net population
increases of 2.5% are fairly common; even 3% is not uncommon.

High rates of population growth are closely associated with lagging
development. Typically, population pressures are greatest in

areas that can least afford them--in rural areas where farmers are
barely able to produce enough to feed themselves and their families,
and in the slums surrounding major cities. The flight from the
farm intensifies the problems created by excessive population
growth: urban school, health and social service budgets are all
overburdened, and illiteracy, unemployment and malnutrition

increase while productivity falls.

No single measure can lower the high brith rates of the developing
world. But a combination of developments can turn the tide.
General economic growth and social progress is one such develop-
ment. Rising per capita output, along with greater assurance for
parents that their children will survive and that they will be
Tess dependent upon their children in their old age, gives parents
the confidence they need in order to bear fewer children.
Development of the agricultural sector--where the majority of the
population in the developing world stil] lives--is particularly
important. Finally, rational and humane population policies can
promote voluntary steps to limit family size.

A.I.D. gives first priority to assistance to population and family
planning programs, along with aid to food production. Compulsion
has no place in A.I.D.'s approach to this problem. The United
planning and population assistance only on
and only to programs in which individual people are free
At the same time, the United States does
encourage the governments of all countries with population problems
to regard population growth as one of the most important factors

in their nations' development.

Obligations for population activities have grown from $35 million

in FY 1968 to about $50 million estimated for FY 1969. For FY
1970, A.I.D. will seek feasible opportunities to expand this
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1968
Less Developed 1,700
Developed

1985 [Increase
2,630 1930
780 135

645

100 million
~ ,,‘f,,‘,tf -——| more people
» in one year

more people
in one year

CURRENT GROWTH RATES

Less Developed........ 2.6%
Developed Countries....1.1%

assistance further and increase the use for
of foreign currencies owned or controlled by

population programs
the United States.

The severity and nature of the population problem--and the oppor-
tunities for Progress--vary drastically from country to country.
Some countries--Taiwan is an example--have already recorded
significant success with family planning. Others agree in
principle on the need to take action, but are baffled by the
practical difficulties of getting started. Still others tend to
neglect population problems because of religious scruples or out
of national pride.

A.I.D. assistance must be carefully designed to suit the problems
and attitudes in each country. Often the best way to start aid in
this area is to assist in assessing a country's population problem
with demographic surveys and statisticalanalyses of its population
growth. In other cases, modest programs supported by private
groups, and concentrating initially on maternal and child health
care, are all that is possible.
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Progress And Programs

In a number of Latin America nations, the governments recognize
the seriousness of their population problems, but find themselves
hamstrung by widely-held reservations about government action in
this field. Nevertheless, even in Latin America, the realization
is slowly gaining that high birth rates cannot indefinitely be
allowed, and some progress is being made.

In North Africa, both Morocco and Tunisia have grown deeply con-
cerned with their high population growth (3.2% and 2.6% respective-
ly), and they are now actively taking corrective steps. On the
sub-continent, India and Pakistan have mounted extensive programs
in the face of enormous practical problems. In East Asia, consi-
derable progress is being made. In most of sub-saharan Africa,
where population pressure is less acute, nations are only now
beginning to assess their population problems, although Kenya has
had an active program since 1967, and Ghana has just approved a
national population policy calling for a lower rate of population
growth.

Except in a few countries--Korea is one--progress in popu]atiqn
and family planning work has not yet reached the point where it
has positively affected overall national development.

In Korea concern over population growth started earlier and was
pressed more vigorously than elsewhere in the developing world.

A national family planning program began in 1962. The 10-year
goal--to reduce the rate of population growth from 2.9% to 1.9%--
will be reached, although not by the target date of 1971. Not
only has Korea's rate of population growth already droppedto 2.4%,
but an absolute reduction in births has reduced the proportion of
the population in the lowest age group (O to 4), so that this age
group is now substantially smaller than the next highest (the 5 to
9 group).

Currently, some late-starting countries are also making progress.
Of the 45 countries for which A.I.D. regular programs are
proposed in FY 1970, 13 have begun population surveys, pilot
demonstration clinics or similar experimental programs, and 22
have given some impetus to official national family planning
action programs. Even in countries where religious or national
objections inhibit government efforts, there are now fewer
obstacles to non-governmental family planning programs. Indeed,
official encouragement of private programs is not uncommon.

‘The goal of Pakistan is to reduce the birth rate by 20% by 1970
and to protect one-fourth of all 20 million couples of child-
bearing age with one or another type of family planning. As of

this year, 3million couples, or about 60% of the target
group, are estimated to be practicing family planning.

The United States has loaned Pakistan $500,000 for vehicles for
family planning; granted $3.5 million for technical services,
participant training and supplies; and made available $168,000
equivalent in Cooley Loan funds for the construction of a pharma-
ceutical plant to manufacture oral contraceptives. In addition,
the United States has contributed $14 million equivalent in rupees
for operating costs of the Government's program.

In India, the Government's budgetary allocations to family plan-
ning in the last 4 years have increased from $1.8 million in
rupees to the equivalent of $49 million in FY 1969. A further

15% increase is planned for next year. Some 50,000 health workers
have received training in family planning methods. Over 5 million
people have undergone voluntary sterilizations and there have been
2.6 million IUD insertions to date.

A.I.D. supports family planning training centers and demographic
training and research in India, and provides funds for the purchase
of contraceptives and the dissemination of information both to the
public and to professional groups. For FY 1970, a total of $4.2
million is required to support India's family planning program.

Of this amount, $1.1 million will assure a continuing supply of
contraceptives until India's own manufacturing plants can meet the
demand. $1.3 million will be used to strengthen family planning
activities in selected areas in the country, and for intensified
public information and education programs.

In Indonesia, the targets of the National Family Planning Insti-
tute, which call for reduction of the birth rate from 45 to 34

per thousand and the net annual population increase to 1.9%, have
been incorporated into the 1969-1973 five-year Development Plan.
Indonesia foresees the use of some form of family planning method
by 1.6 million women in this period. Targets for 1970 include the
extension of family planning services to 650 additional clinics
and in-service training for 2,500 medical and para-medical person-
nel. Private organizations are actively engaged in this effort.

To support the family planning goals of Indonesia's Development
Plan in FY 1970, A.I1.D. plans to finance the foreign exchange
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costs of contraceptives, medical equipment and supplies, partici-
pant training in the United States and third countries and advisory
services. $1.5 million is programmed for FY 1970.

The Government of Morocco has retained the Population Council

as an advisor to its program to reduce the birth-rate from 50 to
45 per thousand. Family planning is now an integral part of
Morocco's five year development plan. A.I.D. will contribute
full-time technical services to the Census Bureau and in the adult
education field as well as short-term consultation on medical and
organizational problems. In addition, A.I.D. will provide grants
for supplies, participant training, equipment and other expenses,
funded partly from P.L. 480-generated local currency.

the target is to reduce population growth from 2.6% to
2.3% by 1975. The family planning program is part of a broad-
gauged campaign to better the lot of women. In addition to abol-
ishing polygamy and raising the legal marriage age to 17 (20 for
men), the Tunisians propose free distribution of coatraceptives
and legalization of abortions for women with more than five living
children, as well as sterilization for those with more than four.
Tunisia is also using U.S. assistance to establish dispensaries
and health and maternal child welfare centers which provide family
planning services on request.

In Tunisia,

A.I.D.'s proposed assistance to Tunisia's family planning program
in FY 1970 is estimated at $300,000 (for contraceptives, transpor-
tation equipment and advisory services) and the equivalent of
$250,000 in local currency (for maternal and child health centers).

Private and International Organizations Support

The United States actively encourages the United Nations to exer-
cise leadership in the area of population and family planning. In
FY 1969, $2.5 million is being donated to strengthen the UN's
efforts.

The United States also contributes to established private American
and international organizations which operate and support non-
governmental family planning programs. In FY 1969 about 20% of
A.I.D.'s population and family planning funds went to expand the
programs of such organizations--the International Planned Parent-
hood Federation (IPPF), the Pathfinder Fund, and the Population
Council.
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IPPF is an international organization with headquarters in London
and affiliates in 53 countries. It sponsors both clinical pro-
grams and efforts to mobilize public and governmental opinion to
support the wider use of family planning services.
the government has unofficially favored family planning, but has
had to remain officially neutral; the local IPPF affiliate is
educating the public to prepare it for the program the government
hopes to undertake. In another country, the Tocal IPPF affiliate
works closely with the university medical school, runs clinic, and
pays the medical fees of those who seek family planning help.
A.1.D.'s obligations for IPPF programs in FY 1969 amounted to

$4 million.

The Pathfinder Fund, one of the oldest family planning organi-
zations in the world, maintains effective relations with large
numbers of individual physicians. It does much of its work in
countries which lack organized family planning programs. Path-
finder has #ielped local African clinics send practitioners to
out-of-the-way villages where they offer family planning services
as part of larger health packages. The Fund's prompt help to 220
Indian private hospitals, given through the Christian Medical
Association, brought a commendation from the Indian Ministry of
Health. Obligations in FY 1968 amounted to $1.3 million--
approximately half for contraceptives.

The Population Council takes a more comprehensive approach to
population and family problems than any other private organiza-
tion. It is active in social and medical research, trains
practitioners and demographers, runs educational programs and
sponsors a project which makes family planning advice available
in maternity hospitals. One hospital succeeded in enrolling
6,000 mothers in a year, another 21,000 in a somewhat longer
time.

A.I.D. helps to underwrite the cost of this postpartum project,
as it is known. In FY 1969 A.I.D. began contract grant support
of the Population Council's research on new and more effective
contraceptives. Obligations to the Council in FY 1968 were
$1.8 million. A significant increase, including additional
support for research, is planned.

FOGD AND POPULATION RESEARCH AND INSTITUTIONAL GRANTS

The ultimate goals of the modernization of agriculture go beyond
the relief of hunger. There are millions who, while they may not
know daily hunger, nevertheless suffer from malnutrition. The new

In one country,
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agriculture promises better diets. As more grain pecomes avail-
able, Tivestock and dairy industries can be established and the
manufacture of blended high-protein foods can be encouraged.

£.1.D. uses research and institutional grants to help develop the
scientific and technological personnel and facilities needed to
cope with the food and nutrition problems we expect to face three
to five years hence. Of 55 active research projects, 20 deal with
agriculture, seven with nutrition, and four with population and
family planning.

A.I.D.-financed research at the Universities of Nebraska, Purdue
and Kansas State represents the largest single body of work being
done to raise the protein content of such major grains as corn,
wheat and sorghum, and of pulses such as peas and beans. North
Carolina State University and the Tennessee Valley Authority are
working on the receptivity of tropical soils to fertilizer. A
group of six universities is focusing on the overall problems of

Indian agriculture. In Thailand, Harvard University is conduct-
ing experiments in the lysine fortification of staple foods.

A.I.D. also actively supports research in the population and family
planning field. The Pathfinder Fund, the Population Council and

the Worcester Foundation all are using A.I.D. funds in efforts to
develop a safe, acceptable, inexpensive and easily administered con-
traceptive. The Johns Hopkins University, the Pathfinder Fund,
Harvard University, Wake Forest University and the Rand Corpora-
tion are studying attitudes toward contraception as well as ferti-
lity patterns and the use of family planning services.

To improve the talent and facilities in this area, A.I.D. last
year made institutional grants to the University of North Carolina,
the Johns Hopkins University and Michigan State. These Institu-
tions will strengthen their capacities in research and training

and are expected to become major forces in population work. $10
million each is being requested respectively for Research and
Institutional Grants in FY 1970.
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TECHNICAL ASSISTANCE

In the classic image of technical assistance, a farm extension ad-
visor from the United States urges an Asian peasant to plant his
rice in rows; a public health worker teaches a grateful Indian
woman in a Latin American village how to keep her children clean
and free of disease. This picture--never entirely accurate--is
increasingly an oversimplification.

Technical assistance, as it is practiced now, includes the research
sponsored by private American foundations that prqduced thg new

and amazingly productive varieties of wheat and rice. It includes
help in designing comprehensive programs to spread the new tech-
niques rapidly to the small farmer as well as the large, and to
bring together the necessary fertilizer, seed, know-how aqd incen-
tive. Advice on agricultural marketing systems anq help in build-
ing colleges to train skilled agricultural technicians are badly
needed as the production of grains goes sharply up. Perhaps most
important of all, technical assistance must now develop in many
countries the ability to do research to keep ahead of plant disease
and other problems that might otherwise bring the green revolution
to a sudden halt. There must also be a continuing search for tech-
niques that will trigger new advances in food production in areas
where the new seeds will not work.

The program is broad and complex, and demands ever increasing skill
and sophistication, not only in technological content,but also in
personal and cultural relationships. The leaders of the develop-
ing countries are increasingly skilled and knowledgeable; many have
had advanced training under private or official aid programs and
now have professional qualifications rivaling those of their po-
tential advisors.

A revitalized A.I.D. emphasis on Technical Assistance, suited to
the decade of the 1970's, must stress innovation. The key must be
to find the points of potential change, raise the quality of the
technical services which we can offer, and use Technical Assistance
to magnify the effectiveness of both external capital assistance
and local development resources.

Moreover, new and imaginative ways must be found to address the
problems of the people of the developing countries, through their
governments, and through institutions and programs that touch them
directly. To be effective in this purpose, A.I.D. must make even
greater, more imaginative use of the varied American resources,
government and private, which can be made available for this
purpose.
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FY 1970 PRO