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GENERAL NOTE 

Th is  i s  an excerpt from the Agency for International Develop- 

ment's Program Presentation to  the Congress out1 i n  ing the President 's 

foreign a id  request for f i sca l  year (FY) 1970. 

Unless otherwise stated, the terms "foreign assistance" or 

I d  economic assistance," as used i n  t h i s  volume, refer only to  

economic a id  programs conducted under the Foreign Assistance 

Ac t  and exclude other foreign assistance such as the Food for 

Peace Program under Pub l ic  L a w  480, the Peace Corps and the 

Mi l  i tary Ass i  stance Program, as  we1 l as other economic programs 

such as those carried out by the Export-Import Bank. 

Figures for f i sca l  years prior to 1969 are actual commitments. 

F Y  1969 figures are estimates made a t  the t ime th i s  volume went 

to press i n  May 1969. F Y  1970 figures are i l lus t ra t i ve  proposed 

ic i -  

for 

programs based on the F Y  1970 appropriation request and ant 

pated carryovers, receipts and recoveries. 

Countries in L a t i n  America where A ID  proposes programs 

F Y  1970 are shaded on the cover map. 
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I U.S. FOREIGN AID AND THE ALLIANCE FOR PROGRESS 

U.S. hemispheric policy i s  t o  collaborate as a r e l i a b l e  partner  
w i t h  Latin America in f inding solu t ions  t o  i t s  profound economic 
and social  problems. While many development gains have been regis-  1 tered by Latin America i n  the past  decade and we have a s s i s t ed  
s ign i f i can t ly  in those gains,  candor and real  ism compel recognition 
of the grea t  d i f f i c u l t i e s  of the challenge ahead. Despite sub- 
s t a n t i a l  progress, few countries in the hemisphere have y e t  achieved 
se l f -sus ta in ing  development within a democratic framework. While 
the progress to  date amply demonstrates the val i d i  t y  and f eas i  b i  1 - 
i t y  of the goals of the Alliance f o r  Progress, experience a l so  
c l ea r ly  indica tes  t h a t  the or ig ina l  t a rge t  of ten years t o  achieve 
these objec t ives ,  s e t  in 1961, was unrea l i s t i c .  Vast and complex 
social  and economic problems created over decades and centuries 
r e s i s t  rapid so lu t ions .  

U.S. policy toward Latin America i s  a t  a crossroads. This country 
has committed i t s e l f  t o  subs tant ia l  support of Latin American s e l f -  
he1 p development e f f o r t s .  However, we have not a1 ways assessed 
accurately the time required t o  resolve the d i f f i c u l t i e s  and f rus -  
t r a t i o n s  impl ic i t  in  t h i s  task .  As t h i s  dimension comes more 
c l ea r ly  i n t o  focus,  the United S ta t e s  must s t ead fas t ly  reaff irm i t s  
determination to  continue t o  cooperate with Latin America--both i n  
our own i n t e r e s t  and i n  the i n t e r e s t  of the  hemisphere. The pro- 
gram f o r  which Congressional approval i s  sought t h i s  year  r e f l e c t s  
the conclusion t h a t  i t  i s  important t o  our national i n t e r e s t ,  and 
our national sense of what i s  r i g h t ,  t o  continue a subs tant ia l  
b i l a t e ra l  ass is tance  program in the  hemisphere. 

U.S. policy of the pas t  decade grew out of aconsensus i n  the l a t e  
1950's among the  leaders of the hemisphere t h a t  a dramatic and 
concerted economi c and soci a1 development e f f o r t  was needed. The 
Charter of Punta del Este ca l led  f o r  sweeping social  and economic 
change. I t  ca l led  f o r  regional economic in tegra t ion ,  t ax ,  agrarian 
and education reform, more adequate health and sani ta t ion  f ac i  1 i - 
t i e s ,  and a high sustained level of economic growth. External 
ass is tance  was t o  be conditioned upon adequate country sel  f-he1 p 
performance. Collaboration was t o  be within a mu1 t i  l a t e r a l  frame- 
work. Except f o r  a f a i l u r e  t o  address the problem of Latin 
America's burgeoning population growth--the confrontation of which 
may be the key t o  modernization and social  reform--the basic con- 
cepts  of the Alliance ref lec ted  an accurate diagnosis of the basic 
problems beset t ing the hemi sphere. 

The assumption tha t  such sweeping change could be car r ied  through 
in  one shor t  decade, however, was unsound. Latin America was and 
i s  a region dominated by archaic economic and social  s t ruc tu res  



and a n t i q u a t e d  business, educa t iona l  , i n d u s t r i a l  and a g r i c u l  t u r a l  
p r a c t i c e s .  The problems o f  400 years  have n o t  g i v e n  way v e r y  
q u i c k l y  b e f o r e  t h e  c h a l l e n g e  o f  modern iza t ion .  

Our e v a l u a t i o n  o f  exper ience ove r  t h e  p a s t  e i g h t  yea rs  demonstrates 
t h a t  massive i n s t i t u t i o n a l  , a d m i n i s t r a t i v e  and t e c h n o l o g i c a l  back- 
wardness, t h e  f r a g i l i t y  o f  p o l i t i c a l  s t r u c t u r e s ,  t h e  t h i n  veneer 
o f  democrat ic  forms, and t h e  sheer c o s t  and c o m p l e x i t y  o f  b r i n g i n g  
g r e a t e r  e q u i t y  and p r o d u c t i v e  e f f i c i e n c y  t o  t r a d i t i o n a l  a g r i c u l -  
t u r a l  sec to rs ,  o r  i n c o r p o r a t i n g  an e s s e n t i a l  l y  un tu to red ,  v e r y  
poor,  r a p i d l y  growing urban p o p u l a t i o n  i n t o  t h e  mainstream o f  p ro -  
d u c t i v e  c i t i z e n s h i p ,  a r e  n o t  t h e  problems o f  a  mere decade. Rather ,  
t hey  w i l l  be t h e  cha l l enge  f o r  many decades t o  come. However, t h e  
p a s t  e i g h t  y e a r s '  exper ience has a l s o  demonstrated t h a t  genuine 
and t a n g i b l e  progress i s  indeed a t t a i n a b l e ,  and t h a t  i n t e n s i v e  
s e l f - h e l p  on t h e  L a t i n  American s i d e ,  t o g e t h e r  w i t h  needed e x t e r n a l  
ass i s tance ,  can make t h e  d i f f e r e n c e  between progress and s t a g n a t i o n .  

Acceptab le  progress i n  many c o u n t r i e s  w i l l  r e q u i r e  s u s t a i n e d  and 
v igo rous  U.S. f i n a n c i a l  and t e c h n i c a l  a s s i s t a n c e  i n  a d d i t i o n  t o  
t h e  s u b s t a n t i a l  s e l  f -he1 p  measures which these c o u n t r i e s  themselves 
under take.  A t  i ssue ,  q u i t e  s imp ly ,  i s  whether we a r e  prepared, as 
a  r e l i a b l e  p a r t n e r :  

- - t o  suppor t  L a t i n  ~ m e r i c a ' s  own e f f o r t s  and t h e  impress ive  
development momentum a l r e a d y  i n  mot ion,  

- - t o  c o n t i n u e  t o  honor o u r  p r i o r  commitments t o  t h e  hemis- 
phere, and, 

- - t o  con t inue  o u r  search f o r  i n c r e a s i n g l y  e f f e c t i v e  ways 
i n  which we can p l a y  a  more c o n s t r u c t i v e  r o l e  i n  t h e  
hemisphere's d i f f i c u l t  ad jus tments  t o  i t s  development 
needs. 

As P r e s i d e n t  N ixon r e c e n t l y  s a i d :  

" . . . i f  t h e  p r e s e n t  r a t e s  o f  growth t h a t  we have i n  
t h e  U n i t e d  S ta tes  and i n  t h e  ba lance o f  t h e  hemisphere 
a r e  n o t  changed, a t  t h e  end o f  t h i s  c e n t u r y  t h e  p e r  
c a p i t a  income i n  t h e  U n i t e d  S t a t e s  o f  America w i l l  be 
15 t imes as h i g h  as t h a t  o f  t h e  p e r  c a p i t a  income o f  
ou r  f r i e n d s ,  ou r  ne ighbors ,  t h e  members o f  o u r  f a m i l y ,  
i n  t h e  ba lance o f  t h e  hemisphere." 

It i s  e s s e n t i a l  t o  b o t h  o u r  i n t e r e s t s  and those o f  L a t i n  America 
t h a t  t h e  estrangement i n h e r e n t  i n  t h i s  w iden ing gap n o t  occu r .  

RATIONALE FOR ASSISTANCE TO LATIN AMERICA 

A  comprehensive assessment of U.S. p o l i c i e s  and r e l a t i o n s h i p s  i n  
L a t i n  America i s  under way. The r e p o r t  and recommendations o f  t h e  



special mission headed by Governor Nelson Rockefeller will be 
central to this  effort .  The results of these reviews obviously 
cannot be fully reflected yet in U.S. policies and programs. 

In the interim, and  in l ight of the reviews already under way, i t  
i s  clear that the thrust and momentum of our assistance programs 
in Latin America must be maintained. This i s  particularly true 
of programs and projects designed to reach and ass i s t - the  lowest 
income groups in both the rural and urban areas to which special 
emphasis i s  being given in FY 1970. 

In snaping the assistance program presented to the Congress for 
FY 1970 the fol lowing considerations have emerged: 

( 1 )  There has been considerable development in the hemisphere 
in the past decade. Yet progress has been inadequate and, unless 
accelersted, threatens to be overwhelmed by rapid population 
i  ncrease. 

( 2 )  U.S. assistance, both bilateral and mu1 t i l a t e r a l ,  has played 
a catalytic role in the progress already made and i s  essential to 
progress in the future. I t  i s  in our own national interest to 
sustain U.S. assistance. To dd less would be shortsighted. The 
financial and technical resources we make available are essential , 
b u t  they are small compared to the efforts ,  ini t ia t ives and purposes 
which Latin America i t se l f  must marshal i f  acceptable hemispheric 
advancement i s  to occur. 

( 3 )  Belief in the willingness of the United States to p3rticipate 
as a reliable partner with the Latin Americans has been eroded by 
diminishing appropriations and by frustrations in some U.S. quarters 
over the priority and efficacy of Latin American development 
efforts .  This atti tude i s  the product, in large part,  of exagger- 
ated in i t ia l  expectations of the development pace. Our expectations 
must be more sober in the future and our credibili ty as a steadfast 
partner must be strengthened if  the relationship of the United 
States to the hemisphere i s  to remain constructive in the years 
ahead. 

( 4 )  The vigor, pace and priori t ies  with which any country address- 
es i t s  development problems touch upon the most sensitive and vital 
processes of i t s  national l i f e  and purpose. Even though the world 
i s  shrinking and international interdependence i s  great, how and 
when a country addresses these great issues of national l i f e  are 
for  i t  alone to decide. Because of our great economic power and 
our commercial, cul t u r d  and technological activism, we must con- 
stantly avoid assuming full responsibility for matters which are 
properly for determination by our hemisphere partners. Where we 
find there i s  agreement and mutual interest,  we must be ready to 
support our partners and to ass i s t ,  where reasonably called upon. 



Our rev iews suggest t h a t  t h e  f u t u r e  o f  t h e  hemisphere w i l l  be a  
t r o u b l e d  one. Sweeping change i s  c l e a r l y  o c c u r r i n g  i n  L a t i n  
America. The hemisphere i s  u r b a n i z i n g  r a p i d l y ,  p o p u l a t i o n  i s  grow- 
i n g  a t  an a l a r m i n g  r a t e ,  t r a d i t i o n a l  s o c i a l  s t r u c t u r e s  a r e  i n  
t r a n s i t i o n  w i t h  demands f o r  new o p p o r t u n i t i e s  and a  b e t t e r  l i f e .  
Whether o r  n o t  t h e  U n i t e d  S t a t e s  o r  any o t h e r  c o u n t r y  w i l l s  i t ,  
even g r e a t e r  p ressure  f o r  changes w i l l  occu r  i n  t h e  decade ahead. 
These c u r r e n t s  o f  change can be d e s t r u c t i v e  and dangerous, o r  t h e y  
can be c o n s t r u c t i v e l y  d i r e c t e d  t o  change t h e  f a c e  o f  t h e  c o n t i n e n t  
th rough  a c c e l e r a t e d  development. 

The q u e s t i o n  f o r  t h e  U n i t e d  S t a t e s  i s  whether we s h a l l  c o n t i n u e  t o  
suppor t  t h e  f o r c e s  f o r  c o n s t r u c t i v e  change, o r  whether we s h a l l  
l eave  t h e  hemisphere i n c r e a s i n g l y  on i t s  own t o  s o l v e  i t s  ove r -  
developed problems w i t h  i t s  underdeveloped resources .  

The q u e s t i o n  f o r  L a t i n  America i s  whether i t  w i l l  c o n t i n u e  t o  meet 
t h e  cha l l enge  o f  t h c  complex and immense t a s k s  o f  development. A  
s u s t a i n e d  and e n e r g e t i c  commitment on t h e  L a t i n  American s i d e  o f  
t h e  p a r t n e r s h i p  shou ld  m e r i t  a  cor responding and r e l i a b l e  commit- 
ment on t h e  p a r t  o f  t h e  U n i t e d  S t a t e s .  

( 5 )  The r a t i o  o f  b i l a t e r a l  t o  mu1 t i l a t e r a l  a s s i s t a n c e  i s  one which 
r e q u i r e s  c o n s t a n t  assessment. S l i g h t l y  more than  h a l f  o f  t h e  e x t e r -  
n a l  pub1 i c  a s s i s t a n c e  t o  L a t i n  America i n  1968 was on a  mu1 t i l a t e r a l  
bas is .  

We have concluded a t  t h i s  s tage i n  t h e  c o n t i n u i n g  process o f  eva lua-  
t i o n  t h a t  t h e  a l r e a d y  s u b s t a n t i a l  m u l t i l a t e r a l  e f f o r t  and t h e  im- 
p o r t a n t  mu1 t i  1  a t e r a l  mechanisms f o r  coopera t ion  which a r e  a1 ready 
i n  p l a c e  must be main ta ined.  Indeed, o u r  rev iews  suggest  t h a t  
t h e i r  we igh t  m i g h t  u s e f u l l y  be inc reased  o v e r  t i m e  f rom p r e s e n t  
l e v e l s .  Moreover, we have concluded t h a t  t h i s  m u l t i l a t e r a l  e f f o r t  
must con t inue  t o  be accompanied by a  s u b s t a n t i a l  and v i g o r o u s  b i l a t -  
e r a l  program. 

U.S. p o l i c i e s  o f  t h e  f u t u r e ,  whether based o n . b i l a t e r a 1  o r  m u l t i -  
l a t e r a l  approaches, must be adapted t o  changing c i rcumstances as 
L a t i n  American c o u n t r i e s  t a k e  g r e a t e r  i n i t i a t i v e s  i n  address ing  
t h e i r  development problems. The a s s i s t a n c e  program proposed f o r  
FY 1970 comprises a c t i v i t i e s  and programs which, under p r e s e n t  
c i rcumstances,  r e q u i r e  b i l a t e r a l  suppor t  f rom t h e  U n i t e d  S t a t e s .  
Should such suppor t  n o t  m a t e r i a l i z e ,  most i f  n o t  a l l  o f  these 
programs would be s u b s t a n t i a l l y  de layed o r  abandoned. 

(6) The p r i o r i t i e s  which shape o u r  b i l a t e r a l  e f f o r t s  a r e  impor- 
t a n t .  The needs o f  t h e  hemisphere a r e  immense and d i f f u s e ;  t h e y  
cannot  a l l  be addressed a t  once. Exper ience shows t h a t  U.S. e f f o r t s  
can be most u s e f u l  i n  a g r i c u l t u r e  and i n  educat ion.  We can a l s o  
p l a y  a  v i t a l  r o l e  i n  meet ing t h e  g r e a t  t e c h n o l o g i c a l  and c a p i t a l  
investment  needs o f  t h e  hemisphere th rough  promot ing inc reased  
p r i v a t e  investment .  For  t h i s  purpose t h e  f o r e i g n  a s s i s t a n c e  l e g i s -  



lat ion submitted t h i s  year to  the Congress includes provision fo r  
the creation of a new pub1 i c  corporation. 

Underlying these p r io r i t i e s  i s  the fundamental concept tha t  the 
goal of development must be seen as encompassing f a r  more than mere 
economic growth. As accompaniments to economic growth, there must 
be increasing jus t ice  and social equity for  the Latin American 
c i t izen through widened access to opportunity fo r  rewarding and 
productive ac t iv i ty .  The c i t izen must be able to  participate more 
fu l l y  in the c ivic  and social ins t i tu t ions  through which decisions 
are made. In addition to our concentration in agriculture,  educa- 
t ion,  and private sector expansion, the proposed assistance program 
will experiment in attempting t o  find ways in which our national 
experience with dynamic c ivic  and social part icipation may be 
adapted to the Latin American se t t ing ,  in those cases where new and 
innovative e f fo r t s  in these f i e l d s  are sought and supported by the 
Latin Americans themselves. A. I .  D. experience t o  date in support- 
ing cooperative movements, c red i t  unions, and improved municipal 
government organizations, suggest strongly tha t  the United States ' 
experience may be useful. 

THE ACHIEVEMENT 

Achievements to  date show the efficacy of the hemispheric e f fo r t  
and that  an impressive development thrust  has been s e t  in motion. 
In many respects, the advances registered in the past few years 
surpass the cumulative progress of centuries: 

--Half the countries have increased central government 
revenues by more than 60%. 

--Five countries have more than doubled gross investment, 
and four others have had increases of more than half ;  
eight central governments increased the i r  capital out1 ays 
by more than 60% and in f i ve  of these capital outlays were 
more than doubl ed . 

--Central government expenditure on education increased 
by more than 60% in 1 1  countries (since 1961 ) ,  help- 
ing to  support a vast increase in school enrollment 
in Latin America. Enrollment in primary schools has 
increased by about 55% since 1960, and the percentage 
of primary school age children enrolled in school has 
grown from 46.7 in 1960 to 57.5 in 1968. Until 1968, 
despite increases in the percent of children of school 
age enrolled in school, the number not in school actually 
increased to  levels above tha t  of 1960 as a consequence 
of the rapid growth of the primary school age population. 
By 1968, however, the number not in school had fa l l en  
back to  about what i t  had been in 1960. Continued expan- 
sion of primary education from now on should increasingly 
diminish the number not enrolled. A t  the secondary and 



h i g h e r  1  eve1 s, e n r o l  lmen t  has more than doubled s i n c e  
1960. 

- - Increases i n  c e n t r a l  government expend i tu res  on a g r i c u l -  
t u r e  have a l s o  been n o t a b l e  i n  many c o u n t r i e s .  E i g h t  
c o u n t r i e s  more than  doubled t h e i r  o u t l a y s  i n  t h i s  s e c t o r ;  
o f  t hese  s i x  more than  t r i p l e d .  Food p r o d u c t i o n  inc reased  
35%, a1 though d rough t  l o s s e s  and p o p u l a t i o n  g rowth  have 
s t i l l  k e p t  pe r  c a p i t a  g a i n s  a t  7%-10% over  t h e  p e r i o d .  

Wi th  a  p o p u l a t i o n  i n c r e a s e  o f  about  22% s i n c e  1961, L a t i n  America 
has been ha rd  pressed t o  make s u b s t a n t i a l  p e r  c a p i t a  GNP ga ins .  
Even so, f i v e  c o u n t r i e s  managed t o  ach ieve a  p e r  c a p i t a  GNP 
inc rease  o f  19% o r  more f o r  t h e  p e r i o d ,  which corresponds w i t h  t h e  
Alliance goal of 2.5% annually. Finally, it should be noted that 
t h e  most r e c e n t  da ta  show t h a t  L a t i n  America as a  whole met t h e  
Char te r  goal  o f  2.5% i n c r e a s e  i n  p e r  c a p i t a  GNP i n  1968. 

Even i n  t h e  c o u n t r i e s  where newly awakened development energ ies  
a r e  n o t  y e t  r e f l e c t e d  i n  t h e  s t a t i s t i c a l  i n d i c a t o r s  o f  change, 
t h e r e  i s  c l e a r  ev idence o f  t h e  new commi tment o f  t h e  L a t i n  Americans 
t o  programs o f  modern iza t ion  and development. Yet  eve ry  advance 
o n l y  demonstrates anew how much more needs t o  be done. The s t o r y  
i s  t h e  same i n  most s e c t o r s .  Wh i le  t h e r e  a r e  ma jo r  improvements, 
r e f l e c t e d  n o t  o n l y  i n  t h e  s t a t i s t i c a l  i n d i c e s ,  b u t  more i m p o r t a n t l y  
i n  t h e  i n s t i t u t i o n a l  and p o l  i t i c a l  a b i l  i t y  and d e t e r m i n a t i o n  t o  
come t o  g r i p s  w i t h  b a s i c  problems, f a r  more remains t o  be done than 
t h e  resources,  s k i l l s ,  i n s t i t u t i o n s ,  and f r a g i l e  p o l i t i c a l  s t r u c -  
t u r e s  o f  t h e  hemisphere can y e t  manage. What i n  essence has been 
accompl ished i s  t h a t  a n c i e n t  i n e r t i a  i s  g i v i n g  way and t h e  momentum 
o f  c o n s t r u c t i v e  change i s  a c c e l e r a t i n g  i n  numerous p laces .  

I n i t i a l l y ,  U.S. ass i s tance  s t ressed  p r i o r i t y  p r o j e c t s  t h a t  showed 
promise o f  b e i n g  w i t h i n  t h e  s h o r t - t e r m  f i n a n c i a l ,  t e c h n i c a l  and 
a d m i n i s t r a t i v e  c a p a c i t y  o f  t h e  bo r row ing  c o u n t r y  (e.g. ,  power and 
road  p r o j e c t s ) .  Apar t  f rom t h e i r  obv ious h i g h  p r i o r i t y ,  mount ing 
these " b r i c k  and mor ta r "  i n f r a s t r u c t u r e  p r o j e c t s  a t  t h e  i n c e p t i o n  
o f  t h e  A l l i a n c e  was more c l e a r l y  w i t h i n  t h e  p l a n n i n g  and implemen- 
t a t i o n  competence o f  t h e  L a t i n  American c o u n t r i e s  and A.I.D. than  
were more d i f f i c u l t  and s o p h i s t i c a t e d  e f f o r t s  i n t e n d e d  t o  a c c e l e r a t e  
i n s t i t u t i o n a l  and p o l  i c y  changes i n  such f i e l d s  as e d u c a t i o n a l  
reform. A t  t h e  same t ime,  s t renuous e f f o r t s  were made, p a r t i c u l a r -  
l y  th rough  t e c h n i c a l  a s s i s t a n c e  programs, t o  a s s i s t  t h e  L a t i n  
c o u n t r i e s  i n  s t r e n g t h e n i n g  t h e i r  c a p a c i t y  t o  manage t h e i r  economies, 
t o  combine e f f e c t i v e l y  needed e x t e r n a l  i nves tmen t  w i t h  d o m e s t i c a l l y  
marshal  1  ed resources,  and t o  d e v i s e  and imp1 ement S e t t e r  p lanned 
development programs and p o l i c i e s .  When B r a z i l ,  C h i l e ,  and Colombia 
demonstrated such c a p a c i t y ,  A. I .D. drew h e a v i l y  upon Marsha l l  P lan  
techn iques and u t i l i z e d  program loans .  By supplement ing t h e  borrow- 
e r  c o u n t r y ' s  f o r e i g n  exchange a v a i l a b i l  i t i e s  f o r  e s s e n t i a l  impor ts ,  
these loans  suppor ted p r i v a t e  and p u b l i c  i nves tmen t  l e v e l s  which 



otherwise would have been lower because of the inab i l i ty  of the pri- 
vate sector to obtain do l la r  exchange to  purchase the goods and 
equipment from the United States f o r  c r i t i c a l l y  needed economic 
ac t iv i ty .  Equal ly essen t ia l ,  these loans supported sound economic 
policy changes by the borrower countries enabling them to  come to  
grips with inflat ionary pressures. In each of the program loan 
countries,  inf la t ion not only threatened sensible development pro- 
grams and policies b u t  also served as an inequitable burden on 
lower and middle income groups. Typically, these groups are  f a r  
less able to  protect themselves from in f la t ion ' s  income-destroying 
impact than the i r  wealthier fellow countrymen. The program loan has 
been a successful instrument fo r  promoting those conditions of 
economic s t a b i l i t y  which are  indispensible t o  growth and job crea- 
t ion,  more equitable income dis t r ibut ion,  and the rational a1 loca- 
tion of pub1 i c  and private resources for  development. Re1 iance 
upon the program loan technique will diminish as the country s tabi-  
1 ization programs which these loans support become more firmly 
implanted, and country p r io r i t i e s  and energies s h i f t  towards more 
effect ively  addressing the questions of agricultural  and educational 
modernization. 

As t h i s  s h i f t  occurs, A.I.D. lending will increasingly focus upon 
sectoral lending, a recent innovation, reflecting increased A.I.D. 
and recipient country sophistication in collaborative e f f o r t s .  
These loans provide a mechanism for  attacking comprehensively the 
in terre la ted policy, financial and physical constraints on change 
in a given sector such as education or  agriculture.  For example, 
two education sector loans in Chile, to ta l l ing  $26.3 mill ion,  are 
providing U.S.  dol lars  fo r  school equipment not available i n  Chile, 
as well as supporting comprehensive and  integrated Chilean e f fo r t s  
to address simultaneously the need fo r  curriculum reforms, bet ter  
teacher t ra ining,  increased textbook dis t r ibut ion and physical 
plant construction, and improved education sector planning , budget- 
ing, and management. While d i f f i c u l t  to plan and execute, such 
i ntegrated and comprehensive sectoral programs promise to yield 
f a r  more s ignif icant  resul ts  than e f fo r t s  aimed a t  only segments 
of the education system. 

Governments and private sector groups vary widely from country to  
country, and over time, in the i r  willingness and technical ,  finan- 
c i a l ,  and administrative a b i l i t y  to work meaningfully towards 
addressing the i r  countries ' numerous pr ior i ty  needs. As less  
developed countries,  with long legacies of neglect of the i r  accumu- 
lated and profound problems, the Latin American countries were, 
for  the most par t ,  ill-equipped a decade ago to take on adequately 
the many sel f-he1 p development undertakings specified a t  Punta 
del Este. The most s t r ik ing achievement of the past decade may 
well be t h a t ,  whereas few governments or organized private sector 
groups were actively concerned with the key issues of development 
and modernization prior to tha t  time, development and progress are 
today the essential  bywords of national pol i  t i ca l  1 i f e  throughout 



the hemisphere. Hard work, coupled with a  growing sense of commit- 
ment to  development, has resul ted  in the crea t ion  in many countries 
of a  vas t ly  strengthened and rapidly improving, administrat ive,  
technica l ,  and policy competence to  resolve the d i f f i c u l t  questions 
of p r i o r i t i e s  and the complex tasks of ra is ing  productivi ty,  im- 
proving and expanding education and health f a c i l i t i e s ,  and el iminat-  
ing the inequi t ies  of maldistr ibution of land and income. 

FY 1970 PROGRAM 

The proposed FY 1970 program has been careful ly  t a i lo red  to  meet 
important development needs of the hemisphere, and fu r the r .  t o  
meet the following basic t e s t s :  

--Are the a c t i v i t i e s  proposed responsive to  sel  f-he1 p 
i n i t i a t i v e s  established by the Lath American countries 
themselves? 

--Does the proposed program o r  project  support improvements 
o r  changes in i n s t i t u t i o n s  o r  pol ic ies  in a  way t h a t  will 
have a  l a s t ing  and widespread e f f e c t ?  

Consistent with these c r i t e r i a ,  A.I.D. i s  requesting in FY 1970, 
$553.5 mill ion in new obl igat ional  author i ty  f o r  A1 l iance  Develop- 
ment Loans, and A1 1 iance Technical Assistance, and $1.8 mil 1 ion 
f o r  Supporting Assistance. Together with ant ic ipa ted  repayments 
and deobl igat ions th i  s  appropriation would finance a  to t a l  program 
of $605.5 mil 1 ion. (The $1 21 mil 1 ion Technical Assistance portion 
of the request i s  composed of $100.9 mil 1 ion earmarked f o r  support 
of the Alliance f o r  Progress; and $20.1 mil l ion f o r  inter-regional  
programs, such as  the War on Hunger and research) .  $281 mill ion 
or 58% of the to t a l  loan program i s  f o r  program loans and f o r  
sec tor  loans in agr icul ture  and education. A1 so local currency 
of approximately $83 mil 1 ion will be generated by P . L .  480 T i t l e  I  
s a l e s .  These currencies ,  owned by the borrower countr ies ,  wil l  be 
earmarked to  the agrarian sec tor  programs, and coordinated with 
A.I.D. do l l a r  inputs .  



The proposed FY 1970 l e n d i n g  program w i l l  be d i s t r i b u t e d  as 
f o l  1 ows : 

( D o l l a r s  i n  m i l l  i o n s )  

A g r i c u l t u r e  Sector  Lending 
A g r i c u l t u r e  P r o j e c t  Lending 

Educat ion Sec to r  Lending 
Educat ion P r o j e c t  Lending 

Program and Produc t ion  Loans $ 173.0 

S o c i a l  and C i v i c  Development $ 4'8.5 

Others $ 39.2 

The proposed FY 1970 Technica l  Ass is tance  Program w i l l  be d i s t r i -  
buted as f o l l o w s :  

Amount 
Sec to r  ($000) % 

A g r i  c u l  t u r e  15,234 15.1 
Educat ion 23,358 23.1 
P o p u l a t i o n  9,670 9.6 
S o c i a l  & C i v i c  Development 24,729 24.5 
P u b l i c  Finance & A d m i n i s t r a t i o n  11,162 11 .I 
Other  16,747 16.6 

Program 

Country Programs 
Regional  Programs 
Support  f o r  

Mu1 t i  1 a t e r a l  Programs 



INTER-AMERICAN AND REGIONAL PROGRAMS 

CONTRIBUTIONS TO INTER-AMERICAN ORGANIZATIONS 

P R O G R A M  SUMMARY 
( In mi l l ions of dollars) 

Multilateral cooperation for  development has expanded markedly 
since the American presidents, a t  Punta del Este in 1967, inaugu- 
r a t e d  t h e  O r g a n i z a t i o n  o f  American S t a t e s  (OAS) Regional  Educa- 
tional , Scien t i f i c ,  and Technological programs. Conceived t o  
encourage regional solutions to Latin American educational and 
sc ien t i f i c  problems, the new programs will require increased con- 
tr ibutions by a l l  OAS members. In FY 1970, the United States plans 
to contribute $9.6 million for  these programs compared to  $3.7 
million in FY 1969, and $3.2 million in FY 1968, the f i r s t  year 
they were funded. This increase, together with increased Latin 
American contributions wi 11 permit authorization of additional 
science and education projects and will complete funding of the 
i n i t i a l  $25 mil 1 ion programs. Other grants to Inter-American organ- 
izations planned for  FY 1970 are:  $4.5 million for  the Special 
Development Assistance Fund ;  $0.5 mi 11 ion for  the Inter-American 
Export Promotion Center; and $0.5 mil 1 ion for  the Pan American 
Health Organization Special Malaria F u n d .  

Proposed U.S. support in FY 1970 to  the Inter-American programs 
i s  as follows: 

1 

The Regional Educational , Scient i f ic  and Technological Programs. 
The Inter-American Cul tural Counci 1 , meeting a t  Maracay , Venezuel a 

Technical Assistance . . . 

in February 1968, aqreed on a plan of action to qive e f fec t  to 
the programs establ ished by the American presidents a t  the i r  Sum- 
mi t Meeting. In November 1968 the Cultural Counci 1 ' s  Executive 
Committee, elected by OAS member s t a t e s ,  approved a $7.6 mi 11 ion 
budget to  begin operations and finance the program through June 
30, 1969. Vocational and technical training, appl ication of new 
educational techniques, experimentation and research are being 
carried out through fourteen education projects. Highlights of 
the seventeen science projects are programs providing advanced 
training to sc ien t i s t s ,  and applying research techniques and new 
technologies to  such f ie lds  as nuclear energy, soil  research, met- 
a l l  urgy, pulp and paper and engineering. 

F Y  1968 
Actual 

9.3 

F Y  1967 
Actual 

5.8 

The Cultural Council w 
gress t o  date and make 
The bal ance of the U.S 
FY lWO--wi 11 compl e t e  

i l l  meet again in June 1969 to review pro- 
decisions on the FY 1970 program budget. 
. contribution--$9.6 million requested in 
the 66% U.S. share ($16.5 million) of fund- 

F Y  1969 
Estimated 

9.0 

F Y  1970 
Proposed 

15.1 



i n g  f o r  t h e  $25 m i l l  i o n  program. T h i s  i s  based on a n t i c i p a t e d  L a t -  
i n  American payments t o t a l i n g  $8.5 m i l l  i o n  (34%) by June 30, 1970. 

The Spec ia l  Development Ass is tance  Fund. E s t a b l i s h e d  when t h e  I n -  
ter -Amer ican Committee on t h e  A l l i a n c e  f o r  Progress (CIAP) was 
c r e a t e d  i n  ,1963, t h e  Fund suppor ts  a  broad range o f  t e c h n i c a l  as- 
s i s t a n c e  and t r a i n i n g  a c t i v i t i e s .  I t  a l s o  f i nances  s t a f f  suppor t  
f o r  t h e  annual CIAP rev iews o f  c o u n t r y  economic and s o c i a l  p e r f o r -  
mance. I n  FY 1970 t h e  Fund w i l l  c o n t i n u e  suppor t  o f  t r a i n i n g  cen- 
t e r s  such as t h e  In te r -Amer i can  Center o f  I n t e g r a l  Development o f  
Land and Water Resources, pub1 i c  a d m i n i s t r a t i o n  and t a x  p o l  i c y  as- 
s i  s tance t o  t h e  governments, n a t u r a l  resource  surveys, and s t u d i e s  
o f  marke t ing  techn iques.  A  proposed U.S. v o l  u n t a r y  c o n t r i b u t i o n  
o f  $4.5 m i l l  i o n  i n  FY 1970 would match, a t  t h e  66/34% r a t i o ,  L a t -  
i n  American pledges which a r e  expected t o  i n c r e a s e  t o  $2.3 m i l l  i o n .  
These pledges w i l l  be made a t  t h e  June meet ing o f  t h e  I n t e r - A m e r i -  
can Economic and Soc ia l  Counci 1. (IA-ECOSOC) . 

The In te r -Amer i can  Expor t  Promot ion Center.  As p a r t  o f  a  d r i v e  t o  
expand and d i v e r s i f y  L a t i n  American expor t s ,  t h e  Center  began op- 
e r a t i o n s  i n  FY 1969. I t  p r o v i d e s  s p e c i a l i z e d  s e r v i c e s  and i n f o r -  
ma t ion  needed t o  i d e n t i f y  and promote new expor ts ,  f a c i l i t a t e s  t h e  
p l a c i n g  o f  L a t i n  American p roduc ts  i n  i n t e r n a t i o n a l  markets,  and 
p rov ides  t e c h n i c a l  suppor t  t o  n a t i o n a l  and subreg iona l  e x p o r t  p ro -  
mo t ion  agencies.  The goal  i s  t o  expand and d i v e r s i f y  n o n - t r a d i -  
ti onal  expor t s ,  t he reby  he1 p i n g  t o  a c c e l e r a t e  t h e  economic i n t e -  
g r a t i o n  and growth o f  L a t i n  America. The Execu t i ve  D i r e c t o r  w i l l  
p r e s e n t  t h e  second program budget a t  t h e  June meet ing o f  the  I n t e r -  
American Economic and S o c i a l  Counci 1  . The proposed U. S. c o n t r i  - 
b u t i o n  a t  t h e  66/34% r a t i o  i s  $500,000 f o r  t h e  second y e a r  o f  op- 
e r a t i o n s .  

Pan American H e a l t h  O r g a n i z a t i o n  (PAHO) Spec ia l  M a l a r i a  Fund. PAHO 
prov ides  t e c h n i c a l  suppor t  i n  t h e  h e a l t h  f i e l d s  w i t h i n  t h e  I n t e r -  
American system.  he ~ n i  t e d  S ta tes  has been c o n t r i b u t i n g  t o  t h e  
Spec ia l  M a l a r i a  Fund, e s t a b l i s h e d  i n  1957 on t h e  i n i t i a t i v e  o f  t h e  
U n i t e d  S ta tes ,  because of i n s u f f i c i e n t  PAHO and World H e a l t h  Orga- 
n i z a t i o n  resources.  A f t e r  FY 1970, requ i rements  w i l l  be met f rom 
an inc rease  i n  t h e  PAHO r e g u l a r  budget f o r  m a l a r i a .  The U.S. con- 
tri b u t i o n  t o  t h i s  Fund p rov ides  a d v i s o r y  s e r v i c e s ,  t r a i n i n g ,  r e -  
search, mass d rug  a d m i n i s t r a t i o n  and ass is tance  i n  deve lop ing  and 
eva l  u a t i  ng programs f o r  maintenance o f  ma1 a r i  a  e r a d i  c a t i o n .  The 
phase-out p l a n  c a l l s  f o r  a  f i n a l  U.S. c o n t r i b u t i o n  o f  $500,000 i n  
FY 1970. 



REGIONAL PROGRAMS 
PROGRAM SUMMARY 

( In  millions of dollars) 

U.S. AID OBJECTIVES 

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

Total  A.1 .D. Assistance 

The L a t i n  American Regional  Program implements A l l i a n c e  goa ls  by 
means o f  p r o j e c t s  and programs which r e q u i r e  r e g i o n a l  admin is-  
t r a t i o n .  

The c r i t e r i a  used t o  determine when a  p r o j e c t  shou ld  be admin- 

?/ Inc ludes  g r a n t s  of  $2,044,000 i n  FY 1968 and $6,808,000 i n  FY 
1969 f o r  p o p u l a t i o n  programs under T i t l e  X o f  t h e  Fore ign 
Ass is tance Ac t .  

F Y  1967 
Actual 

- 
9.2 

9.2 

i s t e r e d  r e g i o n a l l y  a r e  ( 1 )  whether i t  can be managed on a  r e g i o n a l  
b a s i s  more e f f e c t i v e l y  and e f f i c i e n t l y  than  through two o r  more 
A. I .D. f i e l d  miss ions,  e.g., t h e  Regional  Techn ica l  A ids  Center 
which handles t h e  p u b l i c a t i o n  and f i l m  needs o f  many c o u n t r i e s ,  
( 2 )  whether i t  i n v o l v e s  i n n o v a t i v e  approaches which a r e  b e i n g  
t e s t e d  f o r  f u t u r e  adop t ion  by A.I.D. f i e l d  miss ions,  e.g. 
p r o j e c t s  now be ing  fo rmu la ted  f o r  s o c i a l  and c i v i c  development 
and ( 3 )  whether i t  concerns research which promises t o  y i e l d  bene- 
f i t s  t o  more than  one count ry ,  e.g., t h e  S t a t i s t i c a l  Development 
Group o f  t h e  Bureau o f  Census. 

PROBLEMS AND PROGRESS 

F Y  1968 
Actual 

2.4 a/ 
9.8 - 

12.1 

Regional  a c t i v i t i e s  were c a r r i e d  o u t  i n  f o u r  major  areas i n  
FY 1969. 

( 1 )  Family P lann ing.  As a  f i r s t  s tep,  i m p o r t a n t  s t r i d e s  have 
been made i n  e n l i s t i n g  the  suppor t  o f  p r i v a t e  o r g a n i z a t i o n s  i n  
L a t i n  America t o  i nc rease  awareness o f  the  adverse e f f e c t s  of  
unchecked popul a t i o n  growth on a  c o u n t r y ' s  resources and, conse- 
quen t l y ,  on i t s  over-a1 1  development. Nonetheless,  s o c i o l o g i c a l ,  
re1  i g i o u s ,  and p o l i t i c a l  f a c t o r s  c o n t i n u e  t o  hamper progress i n  
t h i s  area. A.I.D. funds t o t a l i n g  $6.8 m i l l i o n  i n  FY 1969 a r e  

F Y  1969 
Estimated 

11.8 a/ 
8 .4  - 

20.3 

b e i n g  used f o r  such a c t i v i t i e s  as de r~~opraph ic  research,  in forma-  
t i o n  programs, and medica l  and n u r s i n g  educa t ion .  I n  v iew o f  t h e  
sens i  t i v e  n a t u r e  o f  fami l y  p l a n n i n g  a c t i v i t i e s  i n  L a t i n  America, 

F Y  1970 
Proposed 

25.0 
24.6 

49.6 

o u r  ass i s tance  must be channe l led  t o  t h e  g r e a t e s t  e x t e n t  p o s s i b l e  
through mu1 t i  1  a t e r a l  o r g a n i z a t i o n s  such as t h e  Pan American Heal t h  
O r g a n i z a t i o n  (PAHO) . 



( 2 )  Educat ion.  Inadequate u t i  1 i z a t i o n  o f  human resources c o n t i n -  
ues t o  be a p r i n c i p a l  d e t e r r e n t  t o  development. The L a t i n  
American Scho la rsh ip  Program o f  American U n i v e r s i t i e s  (LASPAU) 
he1 ps s t reng then  u n i v e r s i t i e s  and o t h e r  h i g h e r  educa t iona l  i n s t i -  
t u t i o n s  i n  L a t i n  America by making p o s s i b l e  undergraduate and 
graduate educa t ion  f o r  needy b u t  capable young L a t i n  Americans. 
Upon comp le t ion  o f  t r a i n i n g  i n  t h e  U n i t e d  S ta tes ,  these s tuden ts  
a r e  guaranteed f u l l  - t ime  f a c u l t y  pos ts  i n  t h e i r  sponsor ing i n s t i  - 
t u t i o n s .  LASPAU i s  a n o n - p r o f i t  o r g a n i z a t i o n  w i t h  a membership 
o f  181 U.S. and 101 L a t i n  American u n i v e r s i t i e s .  To date ,  533 
L a t i n  Americans have s t u d i e d  i n  t h e  U n i t e d  S t a t e s  under t h i s  
p r o j e c t .  Costs of t h e  program a re  d i v i d e d  as f o l l o w s :  p a r t i c i -  
p a t i n g  s tuden ts  9%, U.S. u n i v e r s i t i e s  26% and A.I.D. 65%. 

A program conducted by  t h e  Overseas Educat ion Fund o f  t h e  League 
o f  Women Voters  i s  aimed a t  reduc ing  t h e  shor tage o f  1 eaders i n  
such areas as h e a l t h ,  1 i t e r a c y  , communi t y  development, and n u t r i  - 
ti on, and t h e  Regi ona l  Technica l  Aids c e n t e r  ( R T A ~ )  i s  -address ing  
i t s e l f  t o  educa t iona l  p u b l i c a t i o n  and f i l m  needs. Dur ing  t h e  p a s t  
two years ,  t h i s  Center  t r a n s 1  a t e d  and pub1 i s h e d  more than  1.5 mi 1 - 
1 i o n  books and pamphlets ( v a l u e d  a t  $1.7 m i l l  i o n )  and added 1,760 
new f i l m  t i t l e s  t o  t h e  o n l y  c i r c u l a t i n g  f i l m  l i b r a r y  i n  L a t i n  
America. 

( 3 )  Rural  Development. A. I. D. i s  sponsor ing i n t e g r a t e d  s t u d i e s  o f  
t h e  L a t i n  American a g r i c u l t u r a l  market  t o  p o i n t  t h e  way t o  s o l v i n g  
t r a d i t i o n a l  problems, such as low farm income and h i g h  consumer 
p r i c e s .  It i s  expected t h a t  t h e  s t u d i e s  w i l l  a s s i s t  l o c a l  develop- 
ment p lann ing .  To date,  s t u d i e s  have beemunder taken i n  Puer to  
Rico, B o l i v i a ,  Panama, Colombia, and t h e  Dominican Republ i c .  For  
t h e  market s tudy  i n  Colombia, t h e  h o s t  government i s  p r o v i d i n g  
$300,000 o f  i t s  own fuhds and f i v e  f u l l - t i m e  p r o f e s s i o n a l  coun te r -  
p a r t s .  

( 4 )  P r i v a t e  I n s t i t u t i o n s .  I n  t h e  area o f  l a b o r ,  t h e  American 
I n s t i  t u t e  f o r  Free Labor Development (AIFLD) conducts programs 
designed t o  a s s i s t  t h e  L a t i n  American 1 abor movement i n  develop- 
i n g  en1 ightened,  e f f e c t i v e ,  and r e s p o n s i b l e  l e a d e r s h i p  and i n  
mob i l  i r i n g  i t s  f o r c e s  t o  enable  i t  t o  improve t h e  s o c i a l ,  p o l i t i c a l  
and economic s tand ing  o f  L a t i n  American workers .  A.I.D. w i l l  p ro -  
v i d e  an es t ima ted  $2 m i l l i o n  f o r  AIFLD a c t i v i t i e s  i n  FY 1969. 

The Regional  Program p rov ides  funds f o r  AIFLD headquar ters  i n  
Washington. The Washington o f f i c e  a s s i s t s  AIFLD programs i n  coun- 
t r i e s  th roughou t  L a t i n  America. It a l s o  funds a t r a d e  u n i o n  t r a i n -  
i n g  program a t  F r o n t  Royal, V i r g i n i a ,  and l a b o r  economics programs 
a t  Loyo l  a and Georgetown U n i v e r s i t i e s  . 
Cooperat ives and c r e d i t  un ions grew d u r i n g  t h e  year .  T h e i r  a c t i v i -  
t i e s  remained c l o s e l y  r e l a t e d  t o  A .1 .D .k  o b j e c t i v e  o f  i n c r e a s i n g  
popul a r  invo lvement  i n  development, e s p e c i a l l y  through p a r t i c i p a -  



t i o n  i n  democ ra t i c  p r i v a t e  and pub1 i c  i n s t i t u t i o n s .  Throuqh t h e  
e f f o r t s  of  C r e d i t  Un ion  I n t e r n a t i o n a l  and t h e  C o o p e r a t i v e  League 
of  t h e  U.S.A.,both A. I .D .  c o n t r a c t o r s ,  600 new c r e d i t  u n i o n s  and 
60 new c o o p e r a t i v e s  were e s t a b l i s h e d  d u r i n g  t h e  y e a r  e n d i n g  
September 1968. Over t h e  same p e r i o d ,  s a v i n g s  o f  c r e d i t  u n i o n s  
i n c r e a s e d  by  n e a r l y  $9 m i l l i o n .  

The P a r t n e r s  o f  t h e  A1 1  i a n c e  p r o j e c t  wh i ch  a l s o  promotes p o p u l a r  
p a r t i c i p a t i o n  i n  development has now e n r o l l e d  37 U.S. s t a t e  P a r t -  
n e r s  Commi t t e e s  v;i t n  a  s i m i  1  a r  nu r ' be r  o f  c o u n t e r p a r t  c o m i  t t e e s  i n  
16 L a t i n  Amer ican c o u n t r i e s .  

FY 1970 PROGRAM 

A t o t a l  o f  $49.6 m i l  1  i o n  i s  p roposed f o r  t h e  Reg iona l  Program, o f  
wh i ch  $24.6 m i l l i o n  wou ld  be  f o r  t e c h n i c a l  a s s i s t a n c e  p r o j e c t s .  
A  $20 m i l l i o n  l o a n  i s  p roposed t o  a s s i s t  i n  t h e  f o r m a t i o n  o f  a  
r e g i o n a l  Andean Development C o r p o r a t i o n  t o  s p u r  t h e  economic i n t e -  
g r a t i o n  o f  t h e  Andean c o u n t r i e s .  Ano the r  r e g i o n a l  l o a n  o f  $5 m i l -  
l i o n  i s  proposed f o r  t h e  C o f f e e  D i v e r s i f i c a t i o n  f u n d  t o  he1 p  
f i n a n c e  d i v e r s i f i c a t i o n  e f f o r t s  i n  t h e  c o f f e e  p r o d u c i n g  c o u n t r i e s .  

The proposed FY 1970 r e g i o n a l  T e c h n i c a l  A s s i s t a n c e  program i s  
$16.2 m i l l i o n  l a r g e r  t n a n  t h e  FY 1969 program. $5 .8  m i l l i o n  o f  
t h e  i n c r e a s e  r e s u l t s  f r o m  a  s h i f t  i n  t h e  f u n d i n g  o f  f a m i l y  p l a n -  
n i n g  a c t i v i t i e s  f r o m  A l l  i a n c e  l o a n s  t o  T e c h n i c a l  A s s i s t a n c e .  
Because o f  reduced a p p r o p r i a t i o n s  f o r  T e c h n i c a l  Ass i  s t a n c e  i n  
FY 1969, A l l  i a n c e  l o a n s  were used t o  f u n d  p o p u l a t i o n  programs 
unde r  t h e  a u t h o r i t y  o f  T i t l e  X o f  t h e  F o r e i g n  A s s i s t a n c e  A c t .  
$7.2 m i l l i o n  o f  t h e  i n c r e a s e  i s  a t t r i b u t a b l e  t o  a  new and concen- 
t r a t e d  empahsis on s o c i a l  and c i v i c  deve lopment .  On l y  t h e  remain-  
i n g  $3.2 m i l  1  i o n  i s  f o r  i n c r e a s e s  i n  on -go ing  programs. 

The ~ ~ O D O S C ~  FY 1970 program w i l l  f u r t h e r  A l l  i a n c e  o b j e c t i v e s  as 
f o l  1  ows : 

( 1 )  F a m i l y  P l a n n i n g .  Due t o  t h e  s e n s i t i v e  n a t u r e  o f  t h i s  program, 
A. I .D.  a s s i s t a n c e  w i l l  c o n t i n u e  t o  be  c h a n n e l l e d  t h r o u g h  i n t e r n a -  
t i o n a l  agenc ies .  The r e q u e s t  o f  $5 .8  m i l l  i o n  i n  T e c h n i c a l  
A s s i s t a n c e  w i l l  fund expanded a c t i v i t i e s  o f  t h e  I n t e r n a t i o n a l  
P lanned Parenthood Founda t i on  t o  a s s i s t  l o c a l  f a m i l y  p l  ann ing  
o r g a n i z a t i o n s ,  t h e  L a t i n  Amer ican Cen te r  f o r  t h e  S tudy  o f  Popul a- 
t i o n  and F a m i l y  f o r  r e s e a r c h  i n t a  t h e  v a r i o u s  f a c t o r s  i n f l u e n c i n g  
f a m i l y  s i z e  and p o p u l a t i o n  g row th  i n  L a t i n  Amer ica,  t h e  C e n t e r  
f o r  L a t i n  Amer ican Demographic S t u d i e s  f o r  t r a i n i n g  and r e s e a r c h  
j n e m o q r a p h y  and t h e  Pan American H e a l t h  O r g a n i z a t i o n s  f o r  augment- 
i n g  t h e  s t a f f  o f  t h e  O f f i c e  o f  H e a l t h  and P o p u l a t i o n  t o  p e r m i t  
g r e a t e r  a s s i s t a n c e  t o  new and e x i s t i n g  f am i  l y  p l a n n i n g  programs. 

( 2 )  Educa t i on .  A  t o t a l  o f  $4.6 m i l l  i o n  i n  development g r a n t s  i s  
r eques ted .  O f  t h i s ,  $3.1 m i l l i o n  w i l l  be f o r  LASPAU and $1.5 



m i l l i o n  f o r  RTAC. Under t h e  LASPAU program, 210 s tuden ts  w i l l  
beg in  t h e i r  s t u d i e s  i n  t h e  U n i t e d  S ta tes  i n  FY 1970. The program 
w i l l  be expanded t o  i n c l u d e  B r a z i l i a n  s tuden ts  f o r  t h e  f i r s t  t ime.  
RTAC w i l l  c o n t i n u e  i t s  program of  t r a n s l a t i n g ,  p u b l i s h i n g ,  and 
d i s t r i b u t i n g  s c i e n t i f i c ,  t e c h n i c a l ,  and p ro fess iona l  tex tbooks .  
I n  FY 1970 a  s tudy  w i l l  a l s o  be conducted o f  t h e  p u b l i s h i n g  d i s -  
t r i b u t i o n  network i n  L a t i n  America t o  determine measures f o r  
improv ing  t h e  d i s s e m i n a t i o n  o f  RTAC pub1 i c a t i o n s  and reduc ing  U  .S. 
s u b s i d i e s .  

( 3 )  Rural  Levelopment. A  l o a n  o f  $5 m i l  1  i o n  i s  proposed f o r  t h e  
Cof fee D i v e r s i f i c a t i o n  Fund t o  a1 l e v i a t e  t h e  deep-rooted problem 
o f  s u r p l u s  c o f f e e  p r o d u c t i o n  i n  L a t i n  America.  he Fund was 
e s t a b l i s h e d  by an a r t i c l e  i n  t h e  1968 I n t e r n a t i o n a l  Cof fee Agree- 
ment ( ICA) ,  and t h e  U n i t e d  S ta tes  has pledged $15 m i l l i o n  i n  l o a n  
funds and has o f f e r e d  an a d d i t i o n a l  $15 m i l l i o n  t o  match a s s i s -  
tance p r o v i d e d  by o t h e r  ICA-member c o u n t r i e s .  Both  Denmark and 
I s r a e l  have i n d i c a t e d  t h e y  w i l l  c o n t r i b u t e  t o  t h e  Fund. The FY 
1970 l o a n  would r e p r e s e n t  t h e  second t ranche  o f  t h e  t o t a l  sum 
pledged by t h e  U n i t e d  S ta tes .  Cof fee produc ing c o u n t r i e s  w i l l  
c o n t r i b u t e  t o  t h e  Fund a  minimum o f  6 0 t  p e r  bag o f  c o f f e e  exported. 
T h i s  w i l l  y i e l d  about $150 m i l  1  i o n  f o r  a g r i c u l t u r a l  d i v e r s i f i -  
c a t i o n  p r o j e c t s  d u r i n g  t h e  f i v e  y e a r  l i f e  o f  t h e  Agreeme~t .  The 
World Bank w i l l  be i n v o l v e d  i n  o p e r a t i o n  and a d m i n i s t r a t i o n  o f  
t h e  Fund. 

A  t o t a l  o f  $500,000 i s  proposed t o  c o n t i n u e  work on a g r i c u l t u r a l  
marke t ing  s t u d i e s  i n  FY 1970. These funds w i l l  f i n a n c e  t h e  comple- 
t i o n  o f  t h e  s tudy  o f  t h e  market process  i n  Cali  , Colombia and 
t r a i n i n g  programs which w i l l  g i v e  c o u n t e r p a r t  o r g a n i z a t i o n s  t h e  
capab i l  i t y  o f  eventua l  l y  under tak ing  a g r i c u l t u r a l  marke t ing  s t u d i e s  
on t h e i r  own. 

( 4 )  P r i v a t e  I n s t i t u t i o n s .  The C r e d i t  Union I n t e r n a t i o n a l  w i l l  
r e c e i v e  $425,000 t o  p r o v i d e  a d v i s o r y  s e r v i c e s  i n  12 c o u n t r i e s ,  
f o c u s i n g  on a g r i c u l t u r a l  p r o d u c t i o n  c r e d i t  and means t o  i nc rease  
c r e d i t  un ion  l e n d i n g  a c t i v i t i e s .  

A  l o a n  o f  $20 mi 11 i o n  i s  proposed t o  t h e  Andean Development 
Corporation t o  encourage economic i n t e g r a t i o n  o f  Venezuel a, 
Colombia, Ecuador, Peru, Chi 1  e, and Bol  i v i  a. The C o r p o r a t i  on 
wi  11 i d e n t i f y  and u n d e r w r i t e  i n d u s t r i  a1 and commerci a1 ventures 
i n v o l v i n g  two o r  more o f  these c o u n t r i e s  t o  develop t h e  sub- 
r e g i o n a l  i n d u s t r i a l  base. 

A  Par tne rs  o f  t h e  A l l  i ance  program o f  $500,000 i s  planned f o r  
FY 1970. T h i s  w i l l  p e r m i t  t h e  f o r m a t i o n  o f  e i g h t  new p a r t n e r s h i p s  
between U.S. and L a t i n  American committees and i n t e n s i f i c a t i o n  o f  
educa t iona l  and a g r i  c u l  t u r a l  programs. 



Assistance t o  the Latin American labor movement wil l  be continued 
through the programs of AIFLD. Technical Assistance of $2.5 mil- 
l ion  wil l  be used to fund AIFLD a c t i v i t i e s  in FY 1970, which will 
include f ive  10-week courses a t  AIFLD's Front Royal I n s t i t u t e  fo r  
150 par t ic ipants  and one 9-month labor economics program a t  
Georgetown Uni versi ty f o r  20 students . 

Regional programs during FY 1970 wil l  a lso  place new emphasis on 
identifying solutions t o  the hard-core problems of poverty and 
inadequate pol i  t i c a l  and educational systems. A commitment of 
$7.2 million i s  planned fo r  social  and c iv ic  development s tudies  
and projec ts ,  many of which wil l  be experimental in nature. The 
resul t ing  analyses wil l  indica te  ways t o  make major exis t ing  
grant and loan programs more e f fec t ive .  

BRAZIL 
PROGRAM SUMMARY 

( In  millions of dollars) 

U.S. AID OBJECTIVES 

Brazil i s  half of the South American continent. I t s  s i z e ,  popu- 
l a t i o n ,  natural resources and large i;:dustrial base make i t  
crucial  t o  the orderly development of the hemisphere and t o  the 
success of our overall assistance e f f o r t s  in  Latin America. U.S. 
assistance programs in Brazi 1 have three  overriding objectives:  

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

Total  A.I.D. Assistance 

--Soci a1 development and reform: par t icular ly  in the c r i t i c a l  
sec tors  of agr icul ture  and education, to  insure more 
widespread part i  ci  pati on in the process of devel opment and 

F Y  1969 
E s t  imated 

30.0 
12.4 

42.4 

in the benefi ts  derived from economic growth; 

F Y  1967 
Actua l  

199.0 
, 15.9 

214.9 

FY 1970 
Proposed 

174.0 
13.0 

187.0 

--Stabi 1 iza t ion:  bringing in f l a t ion  under contro l ,  wh  
essent ia l  t o  the rapid growth and sound development 
Brazi 1 ' s economy; 

F Y  1968 
Actua l  

180.9 
13.0 

193.9 

ich i s  
of - 

--Increased economic growth: a s ine  qua non  f o r  social  
ju s t i ce  and more equitable income di s t f i u t i o n .  

PROBLEMS AND PROGRESS 

Braz i l ' s  sheer s i ze  and potential  are matched by the scope of i t s  
problems--widespread poverty and i  11 i  te racy,  rapid population 



growth and urban mi g r a t i o n ,  inadequate educat ion,  major  r e g i o n a l  
d i  s p a r i  t i e s ,  a  1  ong-neglected a g r i c u l t u r a l  s e c t o r  and severe 
i n f l a t i o n .  I m p o r t a n t  s teps  have been taken i n  t h e  p a s t  f i v e  years  
i n  b r i n g i n g  t h e  runaway i n f l a t i o n  o f  t h e  e a r l y  1960 's  under c o n t r o l  
and i n  r e f o r m i n g  a g r i c u l t u r e ,  h e a l t h  and, more r e c e n t l . ~ ,  educa t ion  
Bu t  a d d i t i o n a l  measures--and a  con t inued  f l o w  o f  e x t e r n a l  r e -  
source+- i s  needed f o r  Er .az i l  t o  ach ieve i t s  p o t e n t i a l .  

Economic s t a b i l  i z a t i o n .  B r a z i l  ' s  most p e r n i c i o u s  economic problem 
s i n c e  t h e  e a r l y  1950 's  has been i n f l a t i o n ,  and t h e  d i s t o r t i o n s  i n  
income, investment  and economic s t r u c t u r e  which accompany a  pro-  
longed s p i r a l  o f  rampant p r i c e  increase.  

The r e v o l u t i o n a r y  government o f  1964 made s t a b i l i z a t i o n  t o  stem 
t h e  p r i  ce i nc rease  i t s  p r imary  economi c  goa l .  Simul t a n e ~ u s l y  , t h a t  
Government under took a  s e r i e s  o f  r e f o r m s - - i n  banking, t a x a t i o n ,  
f o r e i g n  exchange and i m p o r t  p o l  i c i e s  , hous ing and a g r i c u l t u r e - -  t o  
c o r r e c t  B r a z i  1  ' s  ma jo r  economic d i s  t o r t i  ons. 

These programs have been 1 a r g e l y  success fu l  . I n f l a t i o n  was 
s t e a d i l y  reduced f rom t h e  80-90% l e v e l  o f  1963-64 t o  45% i n  1965, 
and 41% i n  1966. The government o f  Costa e  S i l v a ,  e l e c t e d  i n  
March 1967, con t inued  these programs, and i n f l a t i o n  was f u r t h e r  
reduced t o  25% i n  1967 and 24% i n  1968. A c e n t r a l  bank was c r e a t e d  
and g r e a t e r  c o n t r o l  e x e r t e d  o v e r  monetary expansion. The huge 
budget d e f i c i t s  o f  t h e  Federal  Government were c u t  back. B r a z i l  ' s  
p r e c a r i o u s  f o r e i g n  exchange p o s i t i o n  was improved, and i t s  
i n t e r n a t i o n a l  deb t  rescheduled.  The growth o f  p r i v a t e  f o r e i g n  
investment  i n  B r a z i  1  s i n c e  1964 a t t e s t s  t o  t h e  renewed conf idence 
o f  the i n t e r n a t i o n a l  business community i n  t he  success o f  these 
programs. 

Other  re forms i n c l u d e d  t h e  es tab l i shment  o f  a  hous ing  bank t o  
f a c i l  i t a t e  1  ow and m idd le  income housing, an unemployment 
compensation fund  p r o t e c t e d  a g a i n s t  i n f l a t i o n  (which t h e  employee 
may borrow a g a i n s t  f o r  educa t iona l  expenses, hous ing o r  i n  t h e  
event  o f  i l l n e s s )  , an i n c r e a s i n g l y  e f f e c t i v e  minimum farm p r i c e  
suppor t  program, and a  program t o  encourage d i  v e r s i  f i  c a t i o n  away 
f rom c o f f e e  p roduc t ion .  

The s t a b i  1  i z a t i o n  program ach ieved s i g n i f i c a n t  r e s u l t s  i n  1968: 

--The Government i n t r o d u c e d  a  new f o r e i g n  exchange p o l  i cy , 
i n v o l v i n g  f r e q u e n t  smal l  r a t e  ad jus tments  i n  p l a c e  o f  t h e  
p r a c t i c e  o f  deva lu ing  about once a  year .  T h i s  shou ld  
encourage expor t s  and improve balance o f  payments prospects ,  
d iscourage specu la t i on ,  c a p i t a l  out f lows,  and t h e  wi  1  d  
f 1 u c t u a t i  ons i n  exchange ava i  1  a b i  1  i ti es under t h e  p r e v i  ous 
sys tem, and s i  gn i  f i  c a n t l y  improve t h e  domes ti c c r e d i t  
p i c t u r e .  



--The f e d e r a l  budget  d e f i c i t  was h e l d  t o  t h e  $444.4 m i l l i o n  
t a r g e t - - 1  .l% o f  t h e  es t ima ted  GNP. 

--A1 though c r e d i t  expanded more r a p i d l y  than  a n t i c i p a t e d ,  t h e  
expansion was o f f s e t  somewhat by p r o d u c t i o n  increases.  
Moreover, much o f  t h e  inc rease  i n  c r e d i t  was used by t h e  
a g r i c u l t u r a l  s e c t o r ,  thus f u l f i  1 l i n g  a v i t a l  need. 

- - W i t h i n  t h e  c o n t e x t  o f  good 1968 p r i c e  performance, t h e  
s t a b i  1 i z a t i o n  burden was eased f o r  wage ea rne rs ,  h a r d  h i t  by 
e a r l i e r  wage p o l i c y  dec is ions ,  ev idence p o i n t s  t o  a r e a l  
i n c r e a s e  i n  wages d u r i n g  1968. 

Economic Growth. I n  1963, when s p i r a l i n g  i n f l a t i o n  began t o  s e r i -  
o u s l y  d i s r u p t  economic a c t i v i t y  i n  B r a z i l ,  GNP growth dropped 
s h a r p l y  f rom the  6% r a t e  o f  t he  l a t e  1950 's  t o  2% ( a  pe r  c a p i t a  
decrease) .  The r e s u l t i n g  economic d i  s locat ions- -combined w i t h  t h e  
s t r a i n s  o f  the  s t a b i l i z a t i o n  and r e f o r m  program o f  t h e  new govern- 
ment - -cont inued t o  dampen growth i n  1964 and 1965. As t h e  new 
economic program began t o  take  h o l d ,  B r a z i  1 ' s  growth performance 
s t e a d i l y  improved-- f rom 3% i n  1964-65 t o  4.5% i n  1966, 5.5% i n  1967 
and 6% i n  1968 (3% p e r  c a p i t a ) .  To promote e f f i c i e n c y ,  t h e  'Costa e 
S i  l v a  Government has a t tempted t o  s h i f t  resources i n c r e a s i n g l y  i n t o  
p r i v a t e  hands. 

A. I .D. Role i n  Meet ing S t a b i l i z a t i o n  anci Growth O b j e c t i v e s .  U . S .  
a s s ~ s t a n c e  proqrams, including P. L. 48U, have channeled resources 
va lued a t  o v e r k $ l  . 4  b i l l i o n  i n t o  B r a z i l  i n  t h e  p a s t  f i v e  years .  
A l though t h i s  i s  a sma l l  percentage o f  B r a z i l i a n  domest ic i n v e s t -  
ments d u r i n g  t h i s  pe r iod ,  i t  has been an i m p o r t a n t  c o n t r i b u t i o n  
t o  growth.  U.S. investments  have been made i n  key areas--  
i n i t i a l  l y  economic i n f r a s t r u c t u r e ,  such as dams and highways, and 
more r e c e n t l y .  i n  s o c i a l  i n f r a s t r u c t u r e ,  such as educa t ion  and 
hea l  th--where domes ti c and o t h e r  a v a i l  a b l e  f o r e i g n  resources were 
s imp ly  inadequate.  The programs generated by t h i s  ass i s tance  have 
he lped focus a t t e n t i o n  on, and draw o t h e r  resources t o ,  these 
c r u c i  a1 areas. For  example, A. I. D. highway c o n s t r u c t i o n  and 
maintenance programs have he lped open new areas t o  the  market  
economy--enabling farmers  t o  s h i p  food  t o  urban areas more 
economica l l y  and e n l a r g i n g  the  market f o r  i n d u s t r i a l  p roduc ts  i n  
r u r a l  areas. More i m p o r t a n t l y ,  U. S .  ass i s tance  has p e r m i t t e d  
B r a z i  1 t o  g a i n  b a d l y  needed c a p i t a l  equipment and t e c h n i c a l  s k i  11 s , 
which i t s  ba lance o f  payments p o s i t i o n  would n o t  o the rw ise  p e r m i t .  

I n t e r n a t i o n a l  Lending t o  B r a z i  1. Ma jo r  i n t e r n a t i o n a l  l e n d i n g  
i n s t i t u t i o n s - - I 3 R D ,  In te r -Amer i can  Development Bank ( IDB)  and 
I n t e r n a t i o n a l  Monetary Fund (1MF)--are deeply i n v o l v e d  i n  B r a z i l  . 
The World Bank has announced a w i l l i n g n e s s  t o  commit as much as 
$1 b i l l i o n  t o  new p r o j e c t s  i n  B r a z i l  w i t h i n  t h e  n e x t  f i v e  years  
i f  a program can be agreed upon. The IDB i s  expected t o  r a i s e  
i t s  l e n d i n g  a c t i v i t y  i n  B r a z i l  t o  $1 50 mi 11 i o n  p e r  annum over  t h e  
1969-70 p e r i o d .  



A d d i t i o n a l l y ,  B r a z i l ' s  p o s i t i o n  w i t h  t h e  IMF i s  such as t o  r e a d i l y  
p e r m i t  new standby bor rowing shou ld  f u r t h e r  s h o r t - t e r m  f i n a n c i n g  
be r e q u i r e d .  The U.S. Ex-Im Bank l e n d i n g  shou ld  con t inue  a t  about 
$70 m i l l i o n  i n  1969 and 1970, w h i l e  B r a z i l i a n  repayments o f  
a m o r t i z a t i o n  and i n t e r e s t  t o  t h e  Ex-Im Bank a r e  es t ima ted  a t  around 
$100 m i l l i o n  f o r  each o f  these two years .  Lending by o t h e r  
countr ies--Germany , France, Canada and others--may inc rease  f rom 
t h e  $39 t o  $50 mi 1  1  i o n  1  eve1 o f  r e c e n t  yea rs .  

Close c o o r d i n a t i o n  among lend inc j  i n s t i t u t i o n s  takes p lace  i n  bo th  
Washington and R i  o. The In te r -Amer i  can Committee o f  t h e  A1 1  i ance 
f o r  Progress (CIAP) , prov ides  an i m p o r t a n t  forum f o r  annual rev iews 
by these agencies and t h e  A1 l i a n c e  c o u n t r i e s  o f  B r a z i  1  ' s  s t a b i l  i za- 
t i on and development program. A. I. D. program l e n d i n g  e f f o r t s ,  
macro-economic a n a l y s i s  and p o l i c y  recommendations a re  c l o s e l y  
coo rd ina ted  w i t h  CIAP, t h e  IBRD and IMF. A.I.D. ' s  c o n s u l t a t i o n  
w i t h  t h e  IBRD and IDB assures t h a t  p r o j e c t  l oans  o f  a l l  agencies 
a r e  complementary. Thus A. I. L. h i  ghway maintenance loans  i n  
c e r t a i n  s t a t e s  a r e  c l o s e l y  r e l a t e d  t o  IGB and IBRD highway 
c o n s t r u c t i o n  loans.  P r o j e c t s  i n  pet ro-chemica ls  and m ine ra l s  have 
i n v o l v e d  j o i n t  p a r t i c i p a t i o n  by such agencies,  t o g e t h e r  w i t h  
p r i v a t e  U. S.  and B r a z i l  i a n  i n v e s t o r s .  

P o l i t i c a l  Events. On Gecember 13, 1968 P r e s i d e n t  Costa e  S i l v a  
s igned  " I n s t i t u t i o n a l  Ac t  No. 5," which gave the  government broad 
powers t o  govern by decree and suspended c e r t a i n  c o n s t i t u t i o n a l  
guarantees. The government subsequent ly  recessed t h e  Congress 
and seven o f  B r a z i l ' s  s t a t e  l e g i s l a t u r e s  f o r  an i n d e f i n i t e  p e r i o d ,  
imposed r e s t r i c t i o n s  on t h e  press,  a r r e s t e d  a  number o f  o p p o s i t i o n  
p o l i t i c a l  l eaders ,  and cancel  l e d  t h e  p o l  i t i c a l  r i g h t s  and/or  t h e  
e l e c t i v e  mandates o f  a lmost  300 B r a z i l i a n s .  

I t  i s  d i f f i c u l t  t o  p r e d i c t  now when t h e  coun t ry  w i l l  be r e t u r n e d  
t o  a  more normal p o l i t i c a l  c o n d i t i o n .  However, i t  i s  hoped t h a t  
s u f f i c i e n t  progress w i l l  be made t o  enable a  s i g n i f i c a n t  development 
a s s i s t a n c e  program t o  go fo rward  i n  FY 1970. 

FY 1970 PROGRAM 

The proposed FY 1970 A. I .D. program f o r  B r a z i  1  t o t a l s  $187 m i l  1  i o n - -  
$174 m i l l i o n  f o r  development l oans  and $13 m i l l i o n  i n  t e c h n i c a l  
a s s i s t a n c e  compared t o  an es t ima ted  $42.4 m i l l  i o n  f o r  FY 1969. 
Sec to r  l e n d i n g  w i l l  r e p l a c e  program l e n d i n g  as t h e  ma jo r  a s s i s t a n c e  
i n s t r u m e n t  i n  B r a z i l .  The l o a n  program c o n s i s t s  o f  s i x  s e c t o r  
loans- -educat ion,  a g r i c u l t u r e ,  l o c a l  government and urban develop- 
ment, c a p i t a l  markets ,  e x p o r t  promot ion and materna l  and c h i l d  
h e a l t h .  P.L. 480 T i t l e  I s a l e s  agreement va lued a t  about  
$33 m i l l i o n  and P.L. 480 T i t l e  I 1  f o o d s t u f f  dona t ion  d e l i v e r i e s ,  
va lued a t  $34.4 m i l l i o n  a g a i n s t  a  m u l t i - y e a r  agreement a r e  a l s o  
planned. 



In FY 1970 A.I.D. p l ans  t o  a c c e l e r a t e  t h e  s h i f t  o f  a s s i s t a n c e  which 
s t a r t e d  i n  FY 1968 from economic t o  s o c i a l  and c i v i c  devel o p m e ~ t  
f i e l d s .  Programs tli r e c t l y  b e n e f i t i n g  t h e  people  gene ra ted  by t h e  
s e c t o r  loans  i n  educa t ion  and h e a l t h  w i l l  be i n t e n s i f i e d  and ex- 
panded t o  i n c l u d e  o t h e r  a r e a s .  The s e c t o r  loan  t echn ique  w i l l  a l -  
s o  be used i n  developing a g r i c u l t u r a l  l oans  aimed a t  t h e  impor tan t  
a r e a  o f  a g r a r i a n  reform.  A major program--bui l t  on p rev ious  a c t i v -  
i  t i e s - - w i l l  be under taken t o  a c c e l e r a t e  t h e  development o f  l o c a l  
government and popul a r  p a r t i c i p a t i o n .  

The fo l lowing  t a b l e  i l l u s t r a t e s  t h e  s h i f t  i n  emphasis from econo- 
mic t o  s o c i a l  development a s s i s t a n c e  i n  Braz i l  : 

DEVELOPMENT LOANS - PROGRAM EMPHASIS 
( I n  m i l l i o n s  of  d o l l a r s )  

Program FY 1965 FY 1966 FY 1967 FY 1968 FY 1969 FY 1970 

S t a b i l  i z a t i o n  150 .0  150.0  100.0  75 .0  - - 

Power 51 .4  22 .2  44.1 28.9  - - 

T r a n s p o r t a t i o n  15 .9  20 .4  31.7  - - - 

Agricul t u r e  - 20.0  1 4 . 8  13 .4  1 5 . 0  50.0  

Educat ion - - - 32 .0  - 45 .0  

Heal t h  - 5.1 - 25.7 - 5 . 0  

I n d u s t r y  and 
Commerce 2 .7  - - - 15.0  45 .0  

Local G o v ' t ,  
Urban Dev' 1  . , 
& Pub. Admin. - - - 5 . 8  - 29.0  

Natura l  
Resources 

S e c t o r  Loans and Technical  A s s i s t a n c e  

The s h i f t  i n  emphasis from i n d u s t r y  and b a s i c  economic i n f r a s t r u c -  
t u r e - - r o a d s ,  power, and dams--to soc ia l / economic  i n f r a s t r u c t u r e - -  
e d u c a t i o n ,  a g r i c u l t u r e ,  h e a l t h  and c i v i c  development- - is  both an 
i n d i c a t i o n  o f  Brazi 1  ' s  v a s t l y  improved phys ica l  i n f r a s t r u c t u r e  
network and gr?wing i n d u s t r i a l  bases  and o u r  i n c r e a s i n g  a t t e n t i o n  
t o  t h e  s o c i a l  and c i v i c  a s p e c t s  o f  t h e  development p r o c e s s .  



Th is  s h i f t  a l s o  has l e d  t o  t h e  use o f  s e c t o r a l  l end ing - -a  techn ique  
t o  ach ieve po l  i c y  re forms i n  s e l e c t e d  areas--and t h e  e l  i m i  n a t i o n  
o f  p r o j e c t  l oans  which were used t o  b u i l d  p h y s i c a l  i n f r a s t r u c t u r e  
and program loans which were so e s s e n t i a l  t o  t h e  s t a b i l i z a t i o n  
e f f o r t s .  The progress be ing  made i n  s t a b i l i z a t i o n  and economic 
growth has p e r m i t t e d  a t t e n t i o n  t o  be g i v e n  t o  o t h e r  development 
areas. 

Educat ion 

B r a z i l ' s  educa t iona l  system i s  w h o l l y  inadequate f o r  t h e  needs o f  
a  modern s o c i e t y .  I t s  f a i l u r e  t o  p r o v i d e  t h e  manpower requ i rements  
f o r  development o r  a  wide c i r c l e  o f  educated c i t i z e n r y  i s  one o f  
t h e  c r i t i c a l  b o t t l e n e c k s  t o  r a p i d  economic and s o c i a l  progress i n  
B r a z i l .  

Near l y  4G% o f  t h e  p o p u l a t i o n  ove r  t e n  years  o f  age i s  ill i t e r a t e .  
A t  t h e  e lementary  l e v e l ,  t h e  g r e a t e s t  problem i s  grade r e p e t i t i o n  
and drop-outs .  Over 80% o f  those e n t e r i n g  t h e  f i r s t  grade f a i l  
t o  complete t h e  f o u r t h .  Textbooks and teach ing  s u p p l i e s  a re  i n  
s h o r t  supp ly  and a lmost  40% o f  t h e  teachers  a r e  n o t  f u l l y  q u a l i -  
f i e d  t o  teach.  

A t  t h e  secondary l e v e l  , l e s s  than  20% o f  t h e  e l i g i b l e  age group i s  
e n r o l l e d .  A l though most a re  engaged i n  academic courses, l e s s  t h a n  
o n e - f o u r t h  w i l l  eve r  a t t e n d  a  u n i v e r s i t y .  Textbooks, m a t e r i a l s  and 
equipment a r e  o b s o l e t e  and no more than  one-quar ter  o f  t h e  teachers  
a r e  adequate ly  prepared. 

The s i t u a t i o n  a t  t h e  u n i v e r s i t y  l e v e l  i s  e q u a l l y  s e r i o u s .  Only 
258,000 s t u d e n t s ,  a b o u t  2% o f  t h e  e l i g i b l e  a g e  g r o u p ,  a r e  e n r o l  l e d .  
Admission requ i rements  a r e  un rea l  i s t i c a l  l y  d i f f i c u l t .  S tudents  and 
f a c u l t y  opera te  p a r t - t i m e .  C u r r i c u l  um i s  r i g i d ,  o f t e n  outmoded and 
a lmost  t o t a l l y  u n r e l a t e d  t o  B r a z i l ' s  manpower needs. Admin is t ra -  
t i o n  i s  weak. 

Fort,,unately, t h e  government i s  now w e l l  aware o f  t h e  magnitude o f  
B raz i  1  ' s  educa t ion  problems and has r e c e n t l y  announced p lans  f o r  
a  s e r i e s  o f  i n s t i t u t i o n a l  re forms designed t o  modernize t h e  educa- 
t i o n a l  system. L e g i s l a t i o n  has been passed t o  e n r o l l  a l l  c h i l d r e n  
ages 7-14 i n  e lementary  schools  by 1976. A t  t h e  secondary l e v e l ,  
a  p i l o t  program f o r  modern iz ing c u r r i c u l u m  i s  under way; a  scho l -  
a r s h i p  program f o r  workers ' c h i l d r e n  p r o v i d e d  ove r  80,000 scho l -  
a r s h i p s  i n  1968. Several  b i l l s  t o  modernize h i g h e r  educa t ion  have 
been sen t  t o  t h e  B r a z i  1  i a n  Congress. ~ h e s e  i n c l u d e  t h e  o rgan iza -  
t i o n  o f  an academic department and c r e d i t  hour system, h i g h e r  pay 
and b e t t e r  qua1 i f i c a t i o n s  f o r  p ro fesso rs ,  and an i n c e n t i v e  system 
f o r  r e l a t i n g  course o f f e r i n g s  t o  B r a z i l ' s  manpower needs. 

The government i s  a l s o  channel ing g r e a t e r  resources i n t o  educat ion.  
Educat ion has been s p e c i f i c a l l y  exempted f rom t h e  s u b s t a n t i a l  1969 
f e d e r a l  budget c u t s  and t h i s  s e c t o r ' s  share o f  t h e  1969 budget 



shoul d i  ncrease l5-20% i n  real  terms. The government's short- term 
goal i s  t o  increase  educa t i on ' s  share  of GNP from 3.2% in 1968 t o  
4.5% in  1970. 

A.I.D. w i l l  place heavy emphasis on educat ion i n  FY 1970. $45 mil- 
l i o n ,  about a q u a r t e r  of t he  loan program, w i l l  be used f o r  educa- 
t i o n .  

A loan of $18 mi l l ion  w i l l  extend a program t o  r e - o r i e n t  t h e  sec-  
ondary educat ion system begun with a $32 mil 1 ion s e c t o r  loan i n  
FY 1968. The FY 1968 loan ,  t o  be matched by t he  Braz i l i an  govern- 
ment, w i l l  e s t a b l i s h  300 comprehensive high schools  and improve 
c u r r i c u l a  and teacher  t r a i n i n g  i n  f ou r  of Brazi 1 ' s  twenty-two 
s t a t e s .  The FY 1970 loan wi l l  cover two addi t iona l  s t a t e s  and i n  
add i t i on ,  provide funds f o r  textbooks.  

Another proposed educat ion loan of $17 mil 1 ion--which i s  t o  be 
matched by t he  Braz i l i an  Government--will a s s i s t  two s t a t e s  i n  
reso lv ing  one of t h e  most s e r i ous  problems a t  t he  elementary lev-  
e l - -grade r e p e t i t i o n  and dropouts .  P i l o t  p r o j e c t s  s t r e s s i n g  cur -  
r i cu l  um r e v i s i o n ,  improved grouping and s t uden t  promotion p r a t i c e s  
could lead  t o  r ev i s i on  of nat ional  p r a c t i c e s .  An accompanying 
federa l  program wi l l  support  t he  expansion and improvement of re -  
gional research and t r a i n i n g  cen t e r s .  A.I.D. funds f o r  cons t ruc-  
t i o n  would be 1 imited t o  normal schools ,  superv isory  c e n t e r s ,  r e -  
gional t r a i n i n g  f a c i l  i t i e s  and expansion of t he  f ede r a l  research  
cen t e r  network. Textbooks would a l s o  be included i n  t h i s  program 
t o  support  c u r r i  cul um changes. 

A $10 mi l l ion  loan i s  contemplated f o r  higher  educat ion t o  help 
e s t a b l i s h  regional  c en t e r s  of exce l lance  f o r  graduate  s tudy and 
research .  The loan wi 11 a1 so provide a s cho l a r sh ip  program f o r  
graduate  s tudy and help promote t he  exchange of  ideas  between 
u n i v e r s i t i e s .  Funds f o r  1 abora tory ,  1 i b r a ry  and o t h e r  equipment 
wi l l  a1 s o  be provided. 

Twenty-f i  ve percent  of t he  technica l  a s s i s t a n c e  program wi 11 a1 s o  
go t o  educat ion.  In elementary educa t ion ,  emphasis wi l l  be placed 
on t e ache r  t r a i n i n g  and curr iculum development i n  t h e  Northeast .  

Special a t t e n t i o n  wi 11 go t o  educat ional  planning a s s i s t a n c e  a t  
t he  secondary level  i n  conjunct ion with t h e  s e c t o r  loan i n  t h i s  
a r ea .  Technical a s s i s t a n c e  t o  higher  educat ion w i l l  s t r e s s  ad- 
m i n i s t r a t i v e  reform and gradua te  educa t ion .  

Aari cul t u r e  

B r a z i l ' s  v a s t  a g r i c u l t u r a l  po t en t i a l  has y e t  t o  be f u l l y  tapped. 
Less than 4% of t he  land i s  cropped and only 15% i s  i n  pas ture .  
Furthermore, t he  agr i  cul t u r a l  economy i s cha r ac t e r i  zed by very 
low y i e l d s  i n  terms of both land and l abo r .  Employing 50% of t he  



popul a t i o n ,  a g r i c u l t u r e  accounts f o r  only about 28% of t he  gross  
domesti c  product .  

Agr icu l tu ra l  investment t r a d i t i o n a l  l y  has been impeded by i n f l  a- 
t i o n ,  high cos t s  o f  i npu t s ,  and p r i c e  and expor t  con t ro l s  intended 
t o  assure  cheap food f o r  t h e  urban population and cheap i n d u s t r i a l  
raw mater ia l  s .  Increases  i n  a g r i c u l t u r a l  ou tpu t  have come t r a d i  - 
t iona l  l y  from bringing new areas  of low f e r t i l i t y  i n t o  c u l t i v a t i o n  
( t h i s  accounts f o r  84% of  the  1948-1962 increase  i n  ou tpu t )  r a t h e r  
than increas ing  t he  use of f e r t i l i z e r s ,  a t  p resen t  among t h e  low- 
e s t  i n  t h e  world. For t he  20 years  p r i o r  t o  1964, a g r i c u l t u r a l  
production rose  bare ly  more than t h e  r a t e  of population growth. 
This p i c t u r e  has changed dramat ica l ly  t he  pa s t  f i v e  y e a r s .  To 
c o r r e c t  t he  imbal ance between indus t ry  and a g r i c u l t u r e ,  t he  govern 
ment i n s t i t u t e d  var ious measures t o  s t imu la t e  a g r i c u l t u r a l  pro- 
duc t ion :  

- -Pr ice  and expor t  control  s  on a g r i c u l t u r a l  products were 
l a rge ly  e l imina ted ,  providing incen t ive  f o r  farmers t o  
p l an t  ba s i c  food crops which had been previously uneconomic. 

--The minimum support  p r i c e  system was s t rengthened and ex- 
tended t o  most ba s i c  crops and a reas  of the  country, pro- 
viding farmers with some assurance of adequate re tu rn  f o r  
t h e i r  1  abor.  

- - A  massive rura l  c r e d i t  program was mounted--using pub1 i c  
and p r i v a t e  i n s t i  tut ions--and aimed a t  medium and small 
farmers.  The number of a g r i c u l t u r a l  loans almost t r i p 1  ed 
between 1966 and 1968, increas ing  in value from $433 mi l l ion  
t o  $1.1 b i l l i o n .  

--The use of f e r t i l  i z e r  and o t h e r  c ap i t a l  inputs  has increased 
markedly. As a  resul  t , a g r i c u l t u r a l  production (excl udi ng 
cof fee- - the  government has attempted t o  d i v e r s i f y  away from 
cof fee  and i n t o  a l t e r n a t i v e  c rops)  has increased  substan- 
t i a l l y  and t he  increase  i n  r e t a i l  food p r i c e s  has been l e s s  
than the  increase  i n  the general p r i c e  index and general 
wage r a t e s .  Agr icu l tu ra l  exports  have increased sharp ly  
and t h i s  s e c t o r  of the  economy has provided a  s i g n i f i c a n t l y  
expanded market f o r  Brazi 1  ian indus t ry  and commerce. 

Re la t ive ly  l i t t l e  progress  has been made so f a r  in  t he  a rea  of 
land r e d i s t r i b u t i o n .  Laws have been enacted but  imp1 ementation 
i s  hampered by t he  i n e r t i a  of a  bureaucracy bese t  by t h e  enormity 
of t h i s  t a s k ,  by vested i n t e r e s t s ,  and by i n s u f f i c i e n t  popular 
pol i  t i c a l  support  f o r  an e f f e c t i v e  program. Nevertheless ,  t he  
reorganiza t ion  of t he  Agrarian Reform I n s t i t u t e  po in t s  t o  increased 
a t t e n t i o n  t o  t h i s  a r e a .  



A . I . D .  has vigorously supported the Government's program of 
agr icul tura l  modernization. Loans f o r  f e r t i  1 i z e r  imports, local 
f e r t i l  i z e r  production, and f o r  the construction and maintenance 
of farm-to-market roads. Technical ass is tance  i s  being provided 
in agr icul tura l  planning, extension, research, marketing and 
education. A $13.4 million agr icul ture  research loan i s  now being 
negotiated. In addi t ion ,  $129 mi 11 ion in local currencies 
generated by P . L .  480 and program loans has a lso  been used f o r  
agri  cul ture .  

$35 million f o r  agr icul tura l  sec tor  loans i s  proposed f o r  FY 1970. 
The f i r s t  p r io r i ty  i s  an agrarian reform loan to  'continue work to  
make the production of sugar in the Northeast more e f f i c i e n t .  
Loan funds will be provided t o  a s s i s t  in farm sett lement,  provid- 
ing rural c r e d i t ,  vocational and agr icul tura l  t ra in ing and the 
construction of necessary rural in f ras t ruc tu re .  A second loan 
wil l  be used to expand f e r t i l i z e r  use, pa r t i cu la r ly  in the North- 
e a s t .  Loan funds finance imports of f e r t i l i z e r  and related items 
such as pest icides and farm machinery. The counterpart would be 
a1 located to  intermediate c r e d i t  i n s t i tu t ions  to  st imulate f e r t i -  
1 i z e r  u t i l i z a t i o n .  The Brazi 1 ian government would be required t o  
es tabl ish  a multi-year plan t o  projec t  f e r t i l i z e r  needs and pro- 
vide incentives such as price subsidies and f i s c a l  pol ic ies  t o  
encourage the use of so i l  nut r ients .  

Grant funded technical ass is tance  wi 11 be continued in agricul tur- 
a1 planning and research,  in agr icul tura l  education through 
universi ty t o  universi ty associa t ions ,  and in marketing. 

Local Government And Urban Devel o~men t 

A proposed $29 mill ion loan wil l  seek to  (1 ) st imulate grea ter  
popular par t ic ipat ion  in local government processes and ( 2 )  con- 
f ron t  the serious problems of crowding, unemployment, unsani ta ry  
conditions, and the host of social  dislocations created by an 
urban growth ra t e  double t h a t  of Braz i l ' s  t o t a l  population. 

The migration from rural areas cannot be stemmed, b u t  the 
improvement of "middle sized" towns might well be the answer t o  
both the rural and urban d i f f i c u l t i e s .  As a f i r s t  s tep  in t h i s  
,process the administrat ive s t ructures  of smaller ci t i .es  need t o  be 
modernized and made more e f f i  ci ent  and responsive to community 
needs. The proposed loan i s  designed t o  do t h i s .  Municipal 
au thor i t i e s  wi l l  be trained in modern management concepts and the 
techniques of par t ic ipatory  democracy introduced. Rehabi 1 i  ta t ion  
of some major slum areas together with resettlement of families in 
other locales would be included within the program. 



Other  

Three a d d i t i o n a l  s e c t o r  l oans  would be i n c l u d e d  w i t h i n  t h e  
FY 1970 program. A  $30 mi 1  l i o n  l o a n  f o r  c a p i t a l  market  develop- 
ment and i n d u s t r i a l  development w i  11 develop p r i v a t e  c a p i t a l  
markets.  The l o a n  w i l l  p r o v i d e  funds t o  t h e  c e n t r a l  bank t o  pe r -  
m i t  i t s  p a r t i c i p a t i o n  w i t h  u n d e r w r i t e r s  i n  f i n a n c i n g  new i ssues  
and thereby,  p r o v i d i n g  encouragement t o  e n t r a n t s  i n  t h i s  new 
u n t r i e d  f i e l d .  Another $30 m i l l i o n  l o a n  would aim a t  i n c r e a s i n g  
e x p o r t  i n c e n t i v e s  through such t h i n g s  as t a x a t i o n  p o l  i c i e s  and 
c r e d i t  a v a i l a b i l  i t i e s .  A  $5 m i l l i o n  l o a n  i s  .proposed t o  
s t reng then  materna l  and c h i l d  h e a l t h  f a c i  1  i t i e s  through t r a i n i n g  
o f  para-medical  personnel  and t h e  p r o v i s i o n  o f  needed equipment. 

i t i e s  a r e  t h  Emphasis w i l l  be p laced  on t h e  Nor theas t  where f a c i l  
p o o r e s t  and h e a l t h  problems most s e r i o u s .  

Technica l  Ass is tance w i l l  be con t inued  i n  FY 1970, a  
a t  a  reduced l e v e l ,  i n  such f i e l d s  as p u b l i c  s a f e t y ,  
development, and pub1 i c  a d m i n i s t r a t i o n .  

CHILE 

1 though 
1  abor  

PROGRAM SUMMARY 
(In millions of dollars) 

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

* 1hcludes g r a n t s  o f  $968,000 i n  FY 1968 and $355,000 i n  FY 1969 
f o r  p o p u l a t i o n  programs under T i t l e  X o f  t h e  F s r e i a n  Ass is tance  * c t .  

Total  A.I.D. Assistance 

U.S. AID OBJECTIVES 

F Y  1967 
Actual 

12.5 
, 3.0 

The U n i t e d  S t a t e s  con t inues  t o  suppor t  t h e  broad program o f  eco- 
nomic development and s o c i a l  r e f o r m  under taken by t h e  Adminis-  
t r a t i o n  o f  P r e s i d e n t  F r e i .  As i n  t h e  p a s t  f o u r  yea rs ,  t h e  A.I.D. 
program focuses on: ( 1  ) c o n t r o l  1  i n g  i n f l a t i o n  w h i l e  i n c r e a s i n g  
t h e  r a t e  o f  economic growth; ( 2 )  encouraging h i g h e r  l e v e l s  o f  
domest ic sav ings ; ( 3 )  promot ing a g r a r i a n  r e f o r m  and more r a p i d  
a g r i c u l  t u r a l  development; ( 4 )  expanding and d i v e r s i f y i n g  Chi 1  ean 
expor t s ;  ( 5 )  comp le t ing  t h e  h i g h l y  success fu l  f i v e - y e a r  educa t ion  
program; and ( 6 )  encouraging r e d i s t r i b u t i o n  o f  income. 

15.5 1 57.9 1 68.3 

PROBLEMS AND PROGRESS 

F Y  1968 
Actual 

55.3* 
2.6 

77.6 

The n e x t  Ch i lean  P r e s i d e n t i a l  e l e c t i o n s  w i l l  be h e l d  i n  
September 1970. P r e s i d e n t  F r e i  cannot  succeed h i m s e l f .  The 
Congressional  e l e c t i o n s  h e l d  i n  March 1969, i n d i c a t e d  t h a t  t h e  

F Y  1969 
E stimated 

65.9* 
2.5 

F Y  1970 
Proposed 

75.0 
2.6 -, 



party he heads, the moderate Christ ian Democratic Party,  will 
encounter grea t  d i f f i c u l t y  in  i t s  bid f o r  another s i x  years in 
o f f i ce .  Despite the uncertain po l i t i ca l  outlook, the Frei Admin- 
i s t r a t i o n  continues t o  implement the pol ic ies  of economic and 
social  reform developed over the past  four and a half years.  

Drought. For the pas t  two yea r s ,  Chile has experienced a searing 
drought, the most serious in i t s  h is tory .  Chilean industry and 
agr icul ture  a re  j u s t  beginning to f ee l  the consequences of the 
drought. In the indust r ia l  a rea ,  the principal impact has been on 
Chi l e ' s  hydroelectr ic  power generating system. I t  has been neces- 
sary t o  establ  ish emergency thermal power f a c i l  i  t i e s ,  ra t ion  power 
consumption in homes, and to  some extent  in industry,  and increase 
coal imports t o  permit expanded operation of exis t ing  thermal 
capaci t y .  

In agr icul ture  the f u l l  impact i s  not y e t  c l e a r .  The decline in 
production of some crops has been d r a s t i c ;  1969 corn production, 
fo r  example, i s  estimated to  be 40% t o  60% below that .  of 1968. 

The e f f e c t  on l ivestock has been pa r t i cu la r ly  severe. Heavy forced 
slaughterings wil l  have a serious impact on food supply in fu ture  
years .  Because of increased requirements f o r  P .  L .  480 foodstuffs ,  
s a l e s  agreements of $32.3 mil 1 ion were negotiated in FY 1969. 

Economic Growth Rate. The Chilean economy grew a t  an average r a t e  
in excess of 5% from 1961 t o  1966, considerably exceeding the 
average r a t e  of 3.7% of the preceding 10 years .  In 1967 the r a t e  
f e l l  sharply t o  l e s s  than 2% and in 1968 i t  i s  estimated t o  have 
reached 3.2%. The outlook f o r  1969 and 1970 wil l  depend great ly  
upon the duration of the drought. With normal r a i n s ,  the r a t e  of 
growth should increase to  5% o r  6% by 1970. 

S tab i l i za t ion .  A cornerstone of the Frei Administration's economic 
pol icy has been the s t ruggle  against  Chi le ' s  .chronic i n f l a t i o n ,  and 
s t a b i l i z a t i o n  has been a prime objective of A.I.D. program lending. 
The Government was successful in progressively reducing the r a t e  of 
increase in the cos t  of l iv ing from 39% in 1964 t o  26% in 1965 t o  
17% in 1966. However, in 1967 and 1968 prices again increased, 
with the cos t  of l iv ing increase reaching 27.9% in 1968. The pros- 
pects f o r  1969 and 1970 a r e  f o r  holding the r a t e  of increase t o  
about the 1968 l eve l .  A basic d i f f i c u l t y  in  containing in f l a t ion  
has been extremely strong pol i  t i c a l  pressure f o r  wage increases 
which the  Government has been unable t o  turn as ide .  

Redistr ibution of Income. Half of the Chilean population received 
only 14% of the income in 1965. This d i spa r i ty  led the Frei 
Government t o  make income redis t r ibut ion  an important policy goal. 
From 1965 t h r o u g h  1968 the portion of the Chilean national income 
going t o  wages and s a l a r i e s  increased by 40% in real terms. This 
brought subs tant ia l  improvement in the l o t  of the lower income 



groups. Tax reform, improved tax administration (a s s i s t ed  by A.  I .  D. 
financed tax experts)  and price and wage policy measures were respon- 
s i b l e  f o r  the change. In addit ion,  Chile enacted l eg i s l a t ion  per- 
mit t ing farm workers unions to  organize f o r  the f i r s t  time, and 
establishing a minimum wage f o r  agr icul tura l  workers (with s i g n i f i -  
cant benefi ts  a s  a consequence fo r  low income rural  workers). 

Copper. Chile i s  the world's th i rd  l a rges t  producer and the 
l a rges t  exporter of copper. Copper provides two-thirds t o  three- 
fourths of Chi le ' s  foreign exchange earnings and about 15% of 
the Government's budget revenues. The dominant ro le  of copper 
in the economy can be regarded as a th rea t ,  s ince dependence on 
t h i s  one commodity puts Chilean finances a t  the mercy of world 
price swings. B u t  i t  i s  a l so  an opportunity, f o r  Chi le ' s  vast  
copper ore reserves can produce substantial  foreign earnings. 

Control of t h i s  major national a s se t  by foreign companies was and 
i s  a ra l ly ing point f o r  na t iona l i s t i c  po l i t i ca l  elements. As an 
a l t e rna t ive  to  demands f o r  f u l l  na t ional iza t ion ,  the Frei Govern- 
ment and the copper companies reached agreement which redefined 
the s t ructure  of copper taxes,  provided f o r  Chilean Government 
par t ic ipat ion  with the companies in the ownership of the mines and 
processing f a c i l i t i e s ,  and ca l led  f o r  a massive investment program 
t o  double the  output of Chilean copper by about 1970 or  1971. 

The United Sta tes  helped finance t h i s  "Chileanization" program 
with about $225 mill ion in Export-Import Bank loans and about $440 
mill ion in A.I.D. guaranties f o r  private investment. This invest-  
ment program i s  on schedule, and the f i r s t  subs tant ia l  r e s u l t s  in 
terms of increased output should be discernable in 1970. 

FY 1970 PROGRAM 

For FY 1970, A.I.D. proposes a $77.6 million ass is tance  package-- 
$40 mil 1 ion f o r  program loans, $15 mil 1 ion f o r  an agr icul tura l  
sec tor  loan, $20 million f o r  an education sec tor  loan, and $2.6 
million f o r  Technical Assistance. P . L .  480 T i t l e  I s a l e s  a r e  
estimated a t  $30 mill ion.  

The Export-Import Bank, IBRD, and the Inter-American Development 
Bank (IDB) authorized new loans of $69 mill ion in CY 1968. Loans 
from these agencies in CY 1969 a re  expected t o  to t a l  $125-$150 
mi l l ion .  In addi t ion ,  Chile has negotiated an International  Mone- 
t a ry  Fund (IMF) standby c r e d i t  of $40 mill ion f o r  CY 1969. Chile 
a l so  receives a substantial  volume of c r e d i t s  from European and 
Japanese sources. 

S tab i l i za t ion  

A proposed program loan of $40 mil 1 ion will continue support of 
the s t ab i l i za t ion  e f f o r t s  of the Chilean Government. As in 1969, 



A.I.D. resources wil l  be made avai lable  in the context of a  stand- 
by agreement with the IMF, and major policy commitments made by 
the Chilean Government-- including a l imi ta t ion  on the growth of 
government expenditures to the approximate increase in the GFIP, an 
agreement not t o  r e so r t  t o  Central Bank borrowing to  finance the 
government budget, continuation of the f l e x i b l e  exchange r a t e  
pol icy , and fu r the r  1 i  beral i  zation of imports. The counterpart 
funds generated under t h i s  program loan wil l  be used t o  finance 
increased public sec tor  investment in key areas of the economy, 
especial ly  in agr icul ture  and education. 

Given the importance of copper revenues in Chi le ' s  balance of pay- 
ments and budget f inancing,  the speci f ic  amount and exact timing 
of FY 1970 program ass is tance  w i l l ,  as  in past years ,  depend t o  a 
considerable extent  on world copper pr ices .  During 1967 and 1968, 
copper pr ices  were extremely high, reducing the requirement f o r  
program loan resources. Since these high prices a re  not expected 
to  continue, the requirement f o r  program loans in FY 1970 i s  
expected (a s  in FY 1969) t o  be larger  than in FY 1367 or  FY 1968. 

Aqri cul tu re  

Before World War 11, Ch i l e ' s  f e r t i l e  lands produced substantial  
exportable surpluses of agr icul tura l  products. Since then, s tag-  
nation of agr icul tura l  output ,  combined with a rapidly increasing 
demand, has turned Chile in to  a food-importing nation.  Concentra- 
t ion of land ownership in a few hands, lack of adequate pr ice  
incentives f o r  producers, inadequate agr icul tura l  c r e d i t ,  and an 
inequitable agrarian labor system have been the principal causes 
of t h i s  s tagnation.  Agrarian reform and land redis t r ibut ion  have 
been key tenets  of the Frei Administration. During 1965 and 1966, 
the Government i n i t i a t e d  s teps  culminating in mid-1967 in the 
passage of a new Agrarian Reform Act. These measures provided 
broad new powers and author i ty  f o r  the Agrarian Reform Corporation 
in i t s  e f f o r t s  t o  r ed i s t r ibu te  the land and r e s e t t l e  working farm 
famil ies .  A t  the end of 1968, the Agrarian Reform Corporation had 
4 mil l ion acres of agr icul tura l  land under i t s  program. Between 
1964 and the end of 1968, 9,000 farm famil i e s  began the r e s e t t l e -  
ment process; an estimated 10C,0@0 families wil l  be r e se t t l ed  by 
1973. 

More a t t r a c t i v e  price incentives and widened c r e d i t  a v a i l a b i l i t y  
a re  a1 so needed f o r  increasing agr icul tura l  productivity. and 
promoting social equity.  In 1967, A.I.C. provided an agr icul tura l  
sec tor  loan of 923 mill ion t o  Chile. This loan,  which financed 
the purchase of large quant i t ies  of f e r t i l i z e r ,  machinery, seeds, 
pes t ic ides ,  and c a t t l e  breeding stock,  supported a broad Chilean 
program of agr icul tura l  development. In conjunction with the loan, 
the Chilean Government undertook a se r i e s  of policy reforms, 
including im .ovement in prices farmers receive f o r  t h e i r  products, 
and a decrease in the prices they pay f o r  farm inputs.  (For 



example, phosphate f e r t i l  i ze r  prices were reduced by 20%. ) Sub- 
s t a n t i a l  amounts of imported agr icul tura l  supplies were earmarked 
f o r  the agrarian reform program. 

The proposed agr icul ture  sec tor  loan of $15 mill ion wil l  fo1 low 
s imi lar  loans of $23 mil l ion in FY 1968 and $10 mil l ion in FY 1969. 
The FY 1968 loan condit ions emphasized ra is ing  agr icul tura l  output 
prices 
f e r t i  1 
of agr 
of Chi 

I n  FY 
prices 
t i  onal 

and reducing prices of agr icul tura l  inputs ,  especial ly  
zer  and farm machinery. Improvement in the organization 
cul tura l  - in s t i t u t ions ,  and maintenance of a  specif ied 1 eve1 
ean Government investment in agr icul ture  were a1 so required. 

969 the loan will continue the emphasis on agr icul tura l  
and wi 1 1  finance increased agri cul tura l  c r e d i t  and addi - 

f e r t i l i z e r  imports. The proposed conditions f o r  the loan 
will maintain the emphasis on producer incentives through improved 
price re la t ionships .  As with past  loans, much of the imported 
supplies will be used in the agrarian reform program. The I B R D  
and the I D B  a re  a lso  planning major lending to  support agrarian 
reform programs and to  construct  i r r i g a t i o n  projec ts .  

Education. While Chile has t r ad i t iona l ly  had a r e l a t ive ly  good 
school system by Latin American standards,  i t  furnished primarily 
c lass ica l  education to  higher income and e l i t e  groups. A 5-year 
modernization program was s e t  in motion in 1965 to  make the educa- 
t ional  system be t t e r  sui ted to  rapid economic and social moderni- 
zat ion.  Under t h i s  program students  a re  given vocational t ra in ing  
beginning with the s ix th  grade, and a re  encouraged to  continue on 
to  high school, e i t h e r  academic o r  vocational. Other changes 
included modernization of the primary and secondary curricul  um;  
re t ra in ing  and expansion of the teaching s t a f f ;  subs tant ia l  con- 
s t ruc t ion  of primary and- secondary school s  in rural  a reas ;  and 
increasing a v a i l a b i l i t y  of textbooks, teaching a ides ,  and labora- 
tory equipment. 

Two A.I.G. sec tor  loans, one of $10 million in FY 1967 and one of 
$16.3 million in FY 1968, togeth2r with the continueC high level 
of Chi lean budget resources ( i n  1968 21.3% of the pub1 i c  sec tor  
budget) al located to  education, have provided the Ministry of 
Education with the f inancial  resources to  move forward rapidly on 
th i  s  program. 

In 1968, 2.1 mil l ion children of school age were attending school 
compared with 1.7 mil l ion in 1964. I t  i s  estimated tha t  every 
working day since 1967, one new school has been completed in 
Chile, u t i l i z i n g  not only sec tor  loan resources but a lso  resources 
made avai lable  to  the Government investment budget under the pro- 
gram loans. For 1968-1971, 300 schools per year a re  scheduled f o r  
construct ion.  

In FY 1970 a $20 mill ion education sec to r  loan i s  proposed t o  
continue assistance t o  Chi le ' s  5-year education plan. I t  wil l  



provide additional resources to  the Ministry of Education t o  
continue i t s  accelerated program of s t ructura l  reform, teacher 
t r a in ing ,  curriculum development, school construction, ana 
improvement of books and teaching materials .  

Techni cal kssis  tance 

Technical Assistance grants projects  wi 11  continue in labor,  small 
industry development, heal th ,  population, public safe ty  and water 
resources pl annin2. 

COLOMBIA 

PROGRAM SUMMARY 
( In mi l l i ons  of dol lars)  

F Y  1967 FY 1968 
Actua l  Actua l  

Development  L o a n s .  . . . . 100.0 73. ld  --?fF T e c h n i c a l  A s s i s t a n c e  . . . 

Tota l  A. I .D.  Assistance 1 104.7 1 77.5 
!3 Includes w a n t s  of $116,000 I n  t-Y. 1968 a1 

fo r  population programs-under T i t l e  X of 
Act. 

U. S. A1 D OBJECT1 VES, 

FY 1969 
Estimated 

99. oC/ 
3.5 

102.5 

A. I.D. assistance t o  Colombia i s  geared t o  support the e f fec t ive  
devel opment pol i  ci es being undertaken by the Government. These 
policies focus on ( a )  bringing about fundamental reforms in 
agr icul ture ,  education and pub1 i c  administrat ion;  (b )  accelera t ing  
econol~i c  growth and d i s t r ibu t ing  i t s  benefi ts  more equitably;  
( c )  expanding and diversifying exports in order t o  lessen the 
economy's vulnerabi 1 i  t y  to  f luc tuat ions  in 'world coffee prices ; 
( d )  increasing public revenues and investment in needed human 
and ~ h y s i c a l  inf ras t rycture ;  and ( e )  s t ab i l i z ing  prices.  

fz i ! ~ 7 9  
Proposed 

91.0 
3.7 

94.7 

PROBLEMS A N D  PROGRESS 

d $50,000 I n  FY 1969 
A 

the Foreign Assistance 

The administration of President Carlos Lleras Restrepo took o f f i ce  
in 1966 and wil l  end i t s  term in August 1970. president Lleras ' s  
program during the past two and one-half years has provided fo r  
t r ans i t ion  from an era  of emergency s t ab i l  iza t ion  measures t o  one 
of 1 ong- term comprehensive e f f o r t s  directed toward s t ruc tu ra l  and 
ins t i tu t iona l  reforms. A.  I .  D.  program and sec tor  loans have rein-  
forced Colombia's se l f -help  e f f o r t s  in making t h i s  t r ans i t ion .  A 
contributing fac tor  to  the success of Lleras'  e f f o r t s  was the  
reduction of the level of bandi t lgue r r i l  l a  a c t i v i t i e s  by the pre- 
ceding Valencia administration and improvement in the po l i t i ca l  
cl imate. In mid-December 1968, President Lleras ended the "State 



of Siege" in e f f e c t  during most of the past  two decades because 
of secur i ty  threa ts  and recurring economic emergencies. 

A1 so in Cecember 1968, the Col ombi an Congress approved economic 
and social  reforms of major importance t o  the  development program. 
Ear l ier  temporary decrees on taxation,  a substantive labor code, 
and governmental f inancial  support of education and welfare pro- 
grams became laws. New consti tut ional  reforms provide for  in- 
creased presidential  authori ty on economic policy matters and an 
increased local government ro le  in the promotion of economic and 
soci a1 development. Of par t icular  in t e res t  was a 1 aw concerning 
"responsible parenthood," directed towards curbing the country's 
high population growth r a t e  of 3.2% a year.. 

Using special powers granted by Congress t o  streamline and 
modernize government administrative machinery, President Lleras 
undertook an extensi ve reorganization of major minis t r ies  and 
dependent agencies. A key reform was the reorganization of the 
Ministry of Agriculture. The reorganization greatly fac i  1 i t a t e s  
the formulation and imp1 ementation of nationally coordinated 
agricul tura l  pol i c i e s  and programs. The former fragmentation of 
responsi bi 1 i ty had hindered an ef fec t ive  agri cultural  program. 
For the f i r s t  time, the government wil l  be able t o  coordinate 
carefully programs such as the Land Reform I n s t i t u t e  and extension 
servi ces f o r  the small farmer. Agricultural and investment pl an- 
ners,  ass is ted  by A .  I.D. advisors, are now assured of e f fec t ive  
coordination of the many special ized agencies act ive in the  
agrarian sec tor .  

The Education Minis t r y  reorganization upgraded pol icy and manpower 
planning functions and provided f o r  more e f f ec t ive  coordination 
with 1 ocal education au thor i t i e s .  

Economic gains during 1968 ref lec ted  the continuation of sound 
f i sca l  and monetary pol i  cy and increased export development. 
Gains in 1968 over 1967 include in real terms: minor exports 
(those other than coffee and petroleum) up  31%, tax revenues up 
lo%,  GNP u p  an estimated 6% or about 2.8% per capita (contrasted 
with the average 1% ra te  of annual per capita growth during 
1961-1967), pub1 i c  investment u p  19%. Whi l e  these achievements 
are impressive, Colombia must sustain them a t  a t  l e a s t  the same 
levels  i f  i t  i s  t o  meet i t s  pressing need fo r  increasing public 
investment in education and agr icul ture  and provide expanded 
employment opportunit ies.  A reduction in these trends, or  in 
proposed A. I .  D. inputs,  would require a dangerous scaling down 
of these goals. 

FY 1970 PROGRAM 

An A .  I .  D. program of $94.7 million i s  needed t o  support Colombian 
e f f o r t s  in agr icul ture ,  education, and s t ab i l i za t ion .  The pro- 
gram consists  of a $55.0 million program loan, a $15 million 



agricultural  sector  loan, a $10 mi 11 ion educational sector  loan, 
$11 nlillion in project loans and a Technical Assistance Program 
of $3.7 mil 1 ion. A P .  L .  480 c red i t  sa les  program for  wheat and 
tobacco fo r  FY 1970 i s  also under consideration and would 
be cl osely t ied  to agri cul ture sector sel f-he1 p measures. 

A.I.D. will continue t o  coordinate U.S. assistance with the Con- 
su l t a t ive  Group fo r  Colonibia (headed by the IBRD) which mobil- 
ized development loans to ta l ing $274.4 million during 1968, in 
addition t o  A. I.D. loans of $73 million. The Group met in l a t e  
January 1969 to hear Colombia's presentation of project proposals 
fo r  CY 1969 to ta l ing $329.1 million and $706.2 million fo r  1970- 
1973. 

Agriculture 
Agriculture, the l i f e l i n e  of the Colombian economy, continues to  
lag behind other sectors .  Agriculture accounts fo r  75% of foreign 
exchange earnings and 30% of gross domestic product. Half of the 
Colombian people l ive  in rural areas,  and half of these in extreme 
poverty. For these people, education and health f a c i l i t i e s  are  a t  
best rudimentary, and for many, non-exi s t en t .  

Colombia and international donors give high p r io r i ty  t o  improving 
opportunity and 1 iving conditions fo r  the rural poor and increas- 
ing agricul tural  production f o r  export and domestic consumption. 

Agriculture investment in 1968 was u p  19% in real terms over 1967. 
Land dis t r ibut ion has been accelerated; access to supervised 
agricultural  c red i t  broadened; and livestock bank lending to  
increase herds and meat exports expanded. These a c t i v i t i e s  have 
received A .  I.D. loans to ta l ing $38.5 million since 1962 as well as 
continuing 1 arge counterpart a1 1 ocations and technical assistance.  
During 1968 and 1969, the Agrarian Reform Ins t i tu te  (INCORA) wi 1 1  
issue 60,000 land t i t l e s  to tenants and sharecroppers, doubling 
the number issued since INCORA was organized in 1961. Further 
progress i s  expected to  resu l t  from a study of agricultural  sector 
development requirements which wi 11 provide the base for  an over- 
a1 1 agri cu1 tural sector  plan. 

The FY 1969 and FY 1970 programs cal l  fo r  sector loans of $15 
mil 1 ion each year ,  wi t h  $1.1 mi 11  ion in each case reserved t o  
fund technical assistance.  k $4 million project  loan fo r  
slaughterhouse construction i s  a lso  planned fo r  FY 1969. 

The loans will seek to encourge fur ther  improvement in agricultural  
pl anning and pol i cy-formul a t i  on by the Agricul ture Ministry, to  
assure continued increases in productivi ty-inducing investments 
and to expand agricultural  exports other than coffee. Technical 
Assistance grants will fund USDA advisors fo r  the Agricul tural  
Minis try Planning Office, scholarships for  agri cu1 tural  education 
and contract advisors to help es tabl ish  two centers for  training 
INCORA personnel in land and rural community development. 



Educat ion 

Colombia's n a t i o n a l  educa t ion  p lan,  suppor ted by A.1.D.-IBRD- 
UNESCO-financed s t u d i e s ,  p rov ides  t h e  b a s i s  f o r  r e f o r m  and 
expansion o f  t h e  c o u n t r y ' s  educa t iona l  system. 

Major  c o n s t r a i n t s  on r e f o r m  a re  1  i m i  t e d  f i n a n c i a l  resources and 
t h e  shor tage o f  qual  i f i  ed personnel  f o r  teach ing,  a d m i n i s t r a t i o n  
and p lann ing .  Dropout r a t e s  a r e  h igh- -75% through t h e  f i f t h  
grade and 85% through t h e  e l e v e n t h  ( l a s t )  grade) .  More than  one 
q u a r t e r  o f  t he ,popu la t i on  10 y e a r s  o f  age o r  o l d e r  was 1  i s t e d  as 
i l l i t e r a t e  i n  t h e  1964 census. As a  r e s u l t  o f  r e c e n t  s t u d i e s  o f  
t h e  p r imary  and secondary educa t ion  l e v e l s ,  t h e  government p lans  
t o  i nc rease  f i n a n c i a l  suppor t  and improve a d m i n i s t r a t i o n  o f  p r i -  
mary and secondary educa t ion  a t  t h e  l o c a l  government l e v e l .  

Comprehensive h i g h  schools  wi  11 a l s o  be s t a r t e d  th roughou t  t h e  
coun t ry .  An IBRD c o n s t r u c t i o n  l o a n  o f  $7.6 m i l l i o n  i n  J u l y  1968 
w i l l  f i n a n c e  t h e  f i r s t  t e n  o f  n i n e t e e n  schools  planned. A.I .b. ,  
UNESCO, and t h e  Peace Corps have p rov ided  t e c h n i c a l  ass i s tance  t o  
suppor t  t h e  program s i n c e  1967. A. I .D. has f i nanced  t r a i n i n g  f o r  
secondary school  admi ni-s t r a t o r s  a t  t h e  Uni v e r s i  t y  o f  New Mexico. 
It has a l s o  a s s i s t e d  t h e  Educat ion M i n i s t r y  P lann ing  O f f i c e ,  which 
w i l l  l a t e r  r e c e i v e  s h o r t - t e r m  s p e c i a l i s t s  i n  such areas as p lann ing ,  
c u r r i  c u l  um,textbooks, teacher  t r a i n i n g  and s t a t i s t i c s .  

The FY 1969 and FY 1970 programs c a l l  f o r  s e c t o r  loans o f  $10 
mi 11 i o n  each y e a r .  Up t o  $1.2 mi 11 i o n  may be used f o r  spec i  a1 
educa t ion  commodit ies and t e c h n i c a l  ass i s tance .  The loans  w i l l  
seek t o  s t reng then  Colombian c a p a b i l i t i e s  f o r  po l  icy-making, p lan -  
n i n g ,  and management, as w e l l  as p r o v i d e  f i n a n c i a l  resources f o r  
inv.estment. I n  a d d i t i o n ,  A. I. D. ass is tance  encourages a  broad 
range o f  qual  i t a t i v e  improvements i n  e d u c a t i o n a l  programs. Tech- 
n i  c a l  ass i s tance  i n  FY 1969 emphasizes p r e - s e r v i  ce and i n - s e r v i c e  
teacher  t r a i n i n g  programs a t  f i v e  s e l e c t e d  f a c u l t i e s  o f  educa t ion  
and adv ice  t o  bepartmental. S e c r e t a r i e s  o f  Educat ion.  I n  FY 1970, 
emphasis wi  11 be s h i f t e d  t o  a d m i n i s t r a t i  on o f  t h e  comprehensive 
h i g h  schools .  

Economic S tab i  1  i z a t i  on 

Ass is tance  Needs and Goals. Colombia must m o b i l i z e  g r e a t e r  pub1 i c  
and p r i  v a t e  resources t o  expand p r o d u c t i  on and p r o v i d e  empl oyment 
and educa t ion  o p p o r t u n i t i e s .  Col ombi a ' s  ba lance o f  payments gap 
i s  a  c r i t i c a l  1  i m i t a t i o n  -on s u s t a i n e d  growth and development. 

The c o u n t r y  must i n c r e a s e  e x p o r t s ,  s i n c e  1  i m i  t e d  f o r e i g n  exchange 
earn ings have been a  ma jo r  c o n s t r a i n t  on growth.  A. I.D. program 
l e n d i n g  w i l l  h e l p  meet t h i s  need and suppor t  Colombia's e f f o r t s  
t o  m a i n t a i n  p r i c e  s t a b i  1  i t y .  



Performance and Sel f-Help.. Colombia restrained in f l a t ion  with 
sound f i s c a l  and monetary pol ic ies .  In 1967 and 1968 the cos t  of 
l iv ing was held t o  7% and 6.7% increases,  respectively,  in con- 
t r a s t  t o  almost double tha t  two years e a r l i e r .  

Minor exports rose 20% in 1967 and 31% in 1968. Government in- 
centi ves t o  exporters i  ncl ude a tax credi t ,  cus toms duty rebates ,  
a  f l ex ib le  exchange ra t e  policy (since March 1967) and an Export 
Development Fund t o  a s s i s t  exporters. To encourage foreign in-  
vestment, the Government raised the standard p ro f i t s  remittance 
r a t e  from 10% t o  14% and will consider requests f o r  higher r a t e s .  

In 1968 the Government of Colombia funded a tax reform commission, 
headed by Professor Richard Musgrave of Harvard, t o  formulate 
recommendations f o r  a major reform of t h e  tax system. The 
Government plans t o  present tax reform proposals t o  Congress in 
1969 based on the Commission's s tudies .  

Similar  t o  a FY 1969 program loan of $60 mi 1 l ion ,  a  program loan 
of $55.0 million i s  proposed in FY 1970. (Imports are l imited 
to U.S. products appearing on agreed l i s t s  of general and capital  
imports. ) 

The FY 1970 program loan i s  part  of a  package including an 
agr icul tura l  sec to r  loan of $15 mil 1 ion and an educational sec to r  
loan of $10 mi 1 l ion .  The counterpart pesos generated by the l a s t  
two loans wil l  be a1 located exclusively t o  those sec tors  t o  sup- 
port  programs in agri cul tural  credi t and school construction. 

Counterpart funds generated from s a l e  of comnodi t i  es financed by 
the program loan wil l  be a1 located so as t o  reinforce sound 
development policies and programs. In 1967-1968, 72% of to t a l  
counterpart was invested in agr icul ture ,  education, and health. 
These funds will a lso  reinforce A.I.D. assistance to  urban devel 
opment, which has sh i f t ed  emphasis from housing construction t o  
improvement of services in s l  u m  areas.  Private Construction 
e f f o r t s  supported by the housing guaranty program, which now 
t o t a l s  $33 mill ion,  wil l  continue. 

CENTRAL AMERICAN ECONOMIC COMMUNITY 

U.S. AID OBJECTIVES 

The United Sta tes  supports e f f o r t s  of the f ive  Central American 
countries to  perfect  t h e i r  Common Market and es tabl ish  a Central 
American Economic Community as the most e f fec t ive  means of assur- 
ing t h e i r  continued growth. A.1 . D .  programs in each of the  f i v e  
countries fu r the r  t h i s  regional objective on a national basis;  
and a Regional Office of Central America and Panama ( R O C A P )  com- 
plements t h e i r  a c t i v i t i e s  by working with various regional 
economic integrat ion i n s t i t u t i o n s .  



U.S. regional and individual country objectives in Central America 
are mutually reinforcing. For example, through U . S .  support to 
the Central American B a n k  for Ecmmic Integration, highways 
and improved communications are being developed to link the five 
countries. This major regional activity in turn i s  complemented 
by programs in individual countries to build farm-to-market roads, 
provide agricultural credit a n d  boost agricul tural production to 
take advantage of the wider market opportunities inherent in a 
Common Market. A . I . D .  programs a t  the national level to encourage 
agricul tural diversification are coordinated wi tn a regional sys- 
tem of pricing; storage, and distribution. Regional education 
act ivi t ies  directly support bilateral educational projects--at 
the elementary level through efficient production of a common 
set of textbooks; and a t  the university level through assistance 
in establishing a regionally coordinated university system. 

PROBLEMS AND PROGRESS 

Commitments by the five Central American countries to create the 
Central American Common Market ( C A C M )  and establish a number of 
regional institutions are major measures of sel f-he1 p .  

Creation of the CACM was accomplished by completely removing trade 
restrictions on approximately 95% of the region's internal commerce. 
Most,manufacturing and  processing plants located in any of the 
Central American countries can sell  freely in the other four. 
Measured by growth of trade within the CACM, progress has been 
rapid. Such trade increased more t h a n  six times (from $31 million 
to $206 million) over the period 1960-67. Over this  period inter- 
country trade within the region increased 7% to 24% of the total 
e x p o r t s  o f  t hese  c o u n t r i e s .  

Development in Centr'al America is  taking place against a back- 
grwnd of traditional agriculture t h a t  has been oriented largely 
toward the production of a few export crops. In each country agri- 
culture i s  s t i l l  the major source of export earnings. The major 
change t h a t  has occurred with the development of the CACM has 
been the rapid growth of manufacturing and  related ~ndustries.  The 
nature of this growth has created a series of problems: 

--The uneven development of industry among the countries has 
raised diff icul t  problems of inter-country trade. The pre- 
dominantly agricultural countries, Honduras and  Nicaragua, 
are concerned t h a t  their purchases of industrial goods 
from their neiqhbors qreatly exceed their sales. 

--In promoting new industry the Central American governments 
have made extensive and  competitive use of t a x  incentives. 
These have stimulated a substantial growth of heavily 
protected and  inefficient industries and have also serious- 
ly reduced governmental t a x  revenue. Tile five countries 



agree t h a t  a  r e v i s e d  i n d u s t r i a l  p o l i c y  i s  necessary,  and 
have taken a  f i r s t  s t e p  by r a t i f y i n g  a  common f i s c a l  i n -  
c e n t i v e s  t r e a t y .  

- -Cen t ra l  P . ~ e r i c a n  i n d u s t r i a l  po l  i c y  up t o  now has emphasized 
p r o d u c t i o n  o f  goods t o  r e p l a c e  i m p o r t s .  Many e x i s t i n g  
p l a n t s  would have d i f f i c u l  t y  p roduc ing  f o r  e x p o r t  o u t s i d e  
t h e  r e g i o n  o r  s u r v i v i n g  i n  a  f u t u r e  L a t i n  American f r e e  
t r a d e  a s s o c i a t i o n .  R e v i s i o n  o f  i n d u s t r i a l  i n c e n t i v e s  t o  
g i v e  adequate emphasis t o  p r o d u c t i o n  f o r  e x p o r t  i s  u r g e n t l y  
needed. 

Over t h e  p e r i o d  1960-66, Cen t ra l  America en joyed an u n u s u a l l y  
f a v o r a b l e  market f o r  i t s  t r a d i  t i onal  e x p o r t s - - c o f f e e ,  c o t t o n  and 
bananas. The s t i m u l u s  o f  r a p i d l y  expanding e x p o r t s  l e d  t o  a  
h i g h  r a t e  o f  economic growth w i t h i n  t h e  r e g i o n ,  which averaged 
6% d u r i n g  the  p e r i o d  1961-66. 

Uut  s i n c e  1966 w o r l d  market c o n d i t i o n s  f o r  Cent-ral American e x p o r t s  
have d e t e r i o r a t e d .  To s u s t a i n  a  r a t e  o f  economic growth t h a t  does 
more than keep pace w i t h  the  average 3.4% p o p u l a t i o n  expansion, 
each o f  t h e  Cen t ra l  American c o u n t r i e s  must i nc rease  t o t a l  i n v e s t -  
ment s u b s t a n t i a l  l y .  Because inc reased  revenues are  needed i f  
p u b l i c  investment  f o r  development i s  t o  be expanded s i g n i f i c a n t l y ,  
a1 1  f i v e  c o u n t r i e s  s igned  a  p r o t o c o l  p r o v i d i n g  f o r  es tab l i shment  
o f  a  r e g i o n a l  s u r t a x  on June 1, 1968. I n  each c o u n t r y  t h e  s u r t a x  
w i l l  se rve  as a  ma jo r  revenue measure as w e l l  as a  p r o t e c t i v e  meas- 
u r e  i n  t h e  face  o f  a  d i f f i c u l t  balance-of-payments s i t u a t i o n .  

FY 1970 PROGRAM 

The proposed FY 1970 program f o r  t h e  Cen t ra l  American Economic 
Community c o n s i s t s  o f  $48.5 m i l l i o n  i n  Development Loans and 
$14.9 m i l  l i o n  i n  Technica l  Ass is tance.  The s p e c i f i c  p r o j e c t s  a r e  
desc r ibed  i n  t h e  ROCAP and c o u n t r y  s e c t i o n s  which f o l l o w .  These 
t o t a l s  i n c l u d e ,  a t  t h e  r e g i o n a l  l e v e l ,  a l o a n  ($10 m i l l  i o n )  t o  
s u p p o r t  es tab l i shment  o f  a  Regional  S t a b i l i z a t i o n  Fund and a  Tech- 
n i c a l  Ass is tance  program o f  $3.7 m i l  1  i o n  t o  be a d m i n i s t e r e d  b y  
ROCAP. The balance--$38.5 m i l  1  i o n  i n  Development Loans and $1 1.2 
m i l l i o n  i n  Techn ica l  Ass is tance- - i s  f o r  b i l a t e r a l  programs i n  t h e  
f i v e  c o u n t r i e s .  The proposed l o a n  program i s  d i r e c t e d  p r i n c i p a l l y  
t o  r u r a l  development, w i t h  emphasis on a g r i c u l t u r a l  d i v e r s i f i c a t i o n ,  

nd improved p r i m a r y  educa t ion .  I n  c a r r y i n g  o u t  i t s  p r e s e n t  and 
lanned programs, A.I.D. i s  c o o p e r a t i n g  d i r e c t l y  w i t h  t h e  o t h e r  
x t e r n a l  a s s i s t a n c e  agencies work ing  i n  C e n t r a l  America. The IBRD 
nd t h e  In te r -Amer i can  Development Bank ( IDB) a r e  o f  p r i m a r y  
mportance. 



[ Total  A.I.D. Assistance I 24.2 1 3.8 1 34.1 1 13.7 ll 
a/ Includes grants of 8424,009 in FY 1968 and $429,000 in FY 1969 
for  population programs under T i t l e  X of the Foreign Assistance 
Act. 

PROGRAM SUMMARY 
(In millions of dollars) 

U.S. AID OBJECTIVES 

ROCAP seeks to  help the regional organlzatlons s e t  up  by the Cen- 
tral  American nations become more effect ive  i nstrume~ts f o r  fur-  
thering the economic integration of Central America. 

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

The program of development assistance administered by ROCAP i s  
directed to  ass is t ing economic integration with a view to  accel- 
e ra t i  ng progress toward fu l l  customs union, monetary union and 
f ree  mobility of capital  and labor throughout the region. In sup- 
lport of these general objectives, ROCAP i s  endeavoring t o  strength- 
en the principal integration ins t i  tutions--particularly,  the Com- 
p n  Market Secretar ia t  (S'IECA), the Organization of Central Ameri- 
can States (ODECA) and the Central American Bank for  Economic In- 
kegration (CABE1)--and provides financi a1 and' technical assistance 
fo r  t h i s  purpose. 

F Y  1968 
Actual 

.4 a/ 
3.4 

F Y  1967 
Actual 

20.0 
, 4 .2  

PROBLEMS AND PROGRESS 

Creation of the Central America Common Market (CACM) was accom- 
pl i shed by completely removing trade res t r ic t ions  on approximately 
95% of the region's internal commerce. Thus, most manufacturing 
and processing plants located in any of the Central American coun- 
t r i e s  can se l l  f reely  in the other four. Trade within the CACM 

increased more than s i x  times (from $31 mill ion to  $206 million) 
over the period 1960-67 or  from 7% t o  24% of the total  exports of 
these countries. 

F Y  1969 
€st imated 

30.4&/ 
3.7 

The Central American Governments have established a number of 
reqional ins t i tu t ions  argund which the structure of a Central 

~merican Economic Community i s  emerging. The CABEI was created 
in 1961 with capital subscribed by the f ive  Central American 
Governments. CABEI has received financi a1 resources from A. I .  D .  
($84.4 mi 11 ion) ,  the Inter-Ameri can Development Bank ($42.2 mi 1 - 
1 ion) ,  from several European Governments and Mexico ($54.8 mil 1 ion) 

F Y  1970 
Proposed 

10.0 
3.7 - 



and has equity capital of $60 mi 11 ion of which $30 mil 1 ion has 
been call  ed. 

The Central American Governments have ut i l ized CABEI as a means of 
financing regional highways, telecomunications and other infra- 
structure that  t i e  the region together. Through the "Fund for  
Economic Integration ," created in 1965 to  finance regional pro- 
j ec t s ,  external lender credi ts  and matching country contributions 
tha t  CAE1 receives are allocated on the basis of regional 
p r io r i t i e s .  

Other regional ins t i tu t ions  which play a major role in the central 
American Economic Community are the SIECA located in Guatemala 
City, and the sec re ta r ia t  of the ODECA in San Salvador. SIECA i s  
the s ta f f  advisory and planning unit  fo r  the f ive  Central Americad 
Ministers of Economy who, in periodic meetings, reach inter-govertb- 
mental agreement se t t ing the policy fo r  the operation of the CACM; 
ODECA simi 1 a r ly  serves as the advisory and administrative unit  for  
regional a c t i v i t i e s  and programs in the f i e lds  of education, 
health, labor and social security.  

The Common Market has achieved a large measure of trade freedom, 
b u t  lacks adequate development policies.  ROCAP i s  working with 
SIECA to reform highly protective industrial  policies.  This 
should resu l t  in reductions in the generous f i sca l  incentives 
granted new industries tha t  have led t o  the establ ishment of in- 
e f f i c ien t  assembly-type operations. 

ROCAP i s  also working with SIECA to create a regional market fo r  
agricultural  commodities. As of March 1 ,  1968, a l l  the Central 
American countries had ra t i f i ed  the Protocol of Limon that  provides 
fo r  the removal of trade barriers fo r  basic food grains (corn, 
beans and r i c e ) .  The countries must now work to coordinate 
pricing policies to  establish an effect ive  regional market for  
agricultural products. In th is  regard, ROCAP i s  ass is t ing SIECA 
by providing technical assistance on the coordination of country 
pricing policies,  and on price reporting and grain storage. 

FY 1970 PROGRAM 

Export Devel opment . 
which has been given, 
program of export dev 
was rapid during the 

A major ROCAP ac t iv i ty  i s  the assistance 
since July 1968, in support of a region wide 

elcpment. Economic growth within the CACM 
f i r s t  six vears of i t s  existence (1961-66) 

based in considerable part on the continued expansion of t radi t ion-  
al exports (coffee,  cotton and bananas). Deterioration in export 
prospects fo r  these commodities since 1966 has made i t  necessary 
to seek alternatives to  tradit ional exports. For th i s  purpose 
ROCAP i s  working with. a SIECAICABEI export committee to coordinate 
the export development a c t i v i t i e s  of the f ive  Central American 



countries and t o  ident i fy  and a s s i s t  the development of products 
t h a t  can be sold competitively in the world market. In FY 1970, 
$60,000 i s  proposed fo r  t h i s  a c t i v i t y .  

Exchange Stabi l iza t ion  Fund. A1 though f u l l  monetary union will 
not be at tained f o r  many years ,  the Central American countries 
have already taken steps in t h i s  d i rec t ion .  Recent pressures on 
balance of payments have demonstrated the value of monetary coop- 
erat ion and led t o  serious i n t e r e s t  in creation of an exchange 
s t ab i l  iza t ion  fund. ROCAP i s  working with the Central American 
Monetary Council t o  coordinate the foreign exchange pol ic ies  of 
the member countries and will encourage establishment of the 
s'tabil i  zation fund. 

A.I.D. will consider a $10 million loan in FY 1970 in response t o  
a Central American i n i t i a t i v e  t o  es tabl ish  such a fund. The loan 
would supplement contributions by the f ive  Central Banks of a t  
l e a s t  10% of t h e i r  gross foreign exchange reserves t o  a jo in t  fund 
against  which drawings could be made t o  meet balance of payments 
d i f f i c u l t i e s .  Proposed in FY 1969, the loan was deferred pending 
agreement on the s t ruc tu re  and operation of the fund by the Central 
American Governments. 

Regional Inf ras t ructure .  The e f fec t ive  development of the f r e e  
t rade  area established by formation of the CACM required a sub- 
s t an t i a l  investment in regional inf ras t ructure  (highways, por ts ,  
a i r p o r t s ,  telecommunications, e t c . ) .  In FY 1969 A .  I  . D .  authorized 
loan assistance ($30 mill ion) to  CABEI f o r  relending to  the 
national governments for- regional  projec ts .  A.I.D. ass is tance  fo r  
t h i s  purpose since 1965 has totaled $85 mill ion.  As a r e s u l t  of 
t h i s  and other external ass is tance ,  financing has been arranged 
f o r  1300 miles of regional roads tha t  connect the  productive 
regions of the f ive  countries,  and f o r  a regional t e l  ecommunica- 
t ions system l inking the Central American cap i t a l s .  In FY 1970 
ROCAP will continue to  a s s i s t  SIECA in economic s tudies  to  define 
p r i o r i t i e s  among major inf ras t ructure  projects  needed in the 
region. 

Education Programs. The ODECA and, a t  the universi ty l eve l ,  the - 
Shperior Counci 1 of Central American Universi t ies (CSUCA) have 
taken important s teps t o  coordinate and strengthen education 
programs throughout the region. The Regional Textbook I n s t i t u t e ,  
under ODECA sponsorship arld with ROCAP f inancial  ass is tance ,  has 
completed manuscripts f o r  a uniform se r i e s  of textbooks f o r  
elementary school children.  Ten million textbooks have been pro- 
duced under t h i s  program f o r  which ROCAP assistance ($402,000 in 
FY 1970) will terminate in  FY 1970. 

Through CSUCA, technica: ass is tance  has been given to  regional 
programs f o r  strengthening special ized universi ty level schools 
and facul t i e s .  These include the regional school s of veterinary 



medicine (us ing  consu l t an t s  from Oklahoma S t a t e  Univers i ty )  and 
s a n i t a r y  engineer ing (Univers i ty  of North Carol i n a )  . With tech-  
n ica l  guidance from Harvard Business School,  ROCAP has a l s o  
a s s i s t e d  i n  o s t ab l i sh ing  t he  Central American School of Business 
Adminis t ra t ion.  These regional  schools  a r e  now operat ional  with 
a  s tudent  body from a l l  Central American coun t r i e s .  

In FY 1970, $308,000 i s  proposed i n  support  of un ive r s i t y  l eve l  
educat ion and $248,000 f o r  t he  Central American School of Business 
Adminis t ra t ion.  

Labor Programs. A1 though t h e r e  a r e  s t i l l  major impediments t o  
f r e e  l abor  mobi l i ty ,  l im i t ed  progress  i s  occur r ing .  ODECA has 
succeeded i n  e s t a b l i s h i n g  a  regional  system of soc i a l  s e c u r i t y  
bene f i t s  so t h a t  workers who move from one country t o  another  
r e t a i n  t h e i r  b e n e f i t s .  ROCAP i s  a s s i s t i n g  ODECA in  harmonizing 
labor  l e g i s l a t i o n  and manpower s e rv i ce s  among the  coun t r i e s .  
Through a  c o n t r a c t  with t he  American I n s t i t u t e  of Free Labor 
Development (AIFLD), an e f f o r t  i s  now under way t o  o r i e n t  t he  
organized labor  movement toward more a c t i v e  p a r t i c i p a t i o n  i n  
Centraq American i n t e a r a t i o n .  In FY 1970 $100,000 i s  proposed 
f o r  t h i s  a c t i v i t y .  

Other Technical Assis tance a c t i v i t i e s  include coordinat ion of the  
Central American malar ia  e r ad i ca t i on  programs, support  of SIECA's 
s t a t i s t i c s  and surveys a c t i v i t i e s ,  a s s i s t a n c e  t o  t he  regional  
c i v i  1 av i a t i on  organ iza t ion ,  and provis ion o f  i n d u s t r i a l  adv isors  
t o  .the Central American I n s t i t u t e  of Science and Technology. 

ROCAP a l s o  a s s i s t s  B r i t i s h  Honduras by makjng a v a i l a b l e  p a r t i c i -  
pant t r a i n i n g  gran ts  f o r  c i v i l  s e rv i ce  employees in such f i e l d s  
as  pub1 i c  admin is t ra t ion ,  educat ion and vocational t r a i n i n g  a s  
well a s  a s s i s t a n c e  t o  t he  government i n  investment promotion. 

COSTA RICA 

I -, ~ o t a l  A.1 .D. Assistance I 6.9 5.1 1 10.5 5.0 

PROGRAM SUMMARY 
( In  mill ions of dollars) 

9 Includes gran ts  of $320,000 i n  FY 1968 and $303,000 i n  FY 1969 
f o r  population programs under T i t l e  X of t he  Foreign Assis tance 
Act. 

F Y  1969 
Estimated 

9 . 3 g  
1.2 

F Y  1968 
Actua l  

3 . P  
1 .3  

Development L o a n s .  . . . . 
Technical  Assistance . . . 

F ' I  c , , l l  

P roposed  

3.5 
1 .5  I 

F Y  1967 
Actua l  

5.0 
1.9 



U.S. AID OBJECTIVES 

A.1 .D. seeks t o  h e l p  Costa R i ca  d i v e r s i f y  i t s  a g r i c u l t u r a l  s e c t o r ,  
erihance p o p u l a r  p a r t i c i p a t i o n  i n  deve lopment ,  and broaden i t s  
i n d u s t r i a l  base. 

PROBLEMS AND PROGRESS 

As a  r e s u l t  o f  i t s  d e e p l y - r o o t e d  democ ra t i c  t r a d i t i o n ,  an ample 
endowment o f  n a t u r a l  and human resou rces  (84% l i t e r a c y ) ,  and t h e  
s t i m u l a t i o n  o f  t h e  C e n t r a l  Ameri can Common Marke t  (CACM) , t h e  
Costa  R i can  economy has been g row ing  v i g o r o u s l y :  6.9% i n  1966, 
5.7% i n  1967, and 7.3% i n  1968. P e r  c a p i t a  GNP approx imates  
$436, by  f a r  t h e  h i g h e s t  i n  C e n t r a l  Amer ica.  Costa R i c a  has good 
p r o s p e c t s  f o r  s u s t a i n e d  h i g h  l e v e l s  o f  i n v e s t m e n t ,  p a r t i c u l a r l y  
i n  banana p r o d u c t i o n  ( e x p o r t s  i n c r e a s e d  40% i n  1968)  and l i g h t  
manu fac tu r i ng .  

I n  t h e  s h o r t  r un ,  t h e  p r i n c i p a l  o b s t a c l e  t o  s u s t a i n e d  g row th  i s  a  
b u d g e t a r y  d e f i c i t  w h i c h  has t h r e a t e n e d  economic s t a b i l i t y  i n  t he  
p a s t  and c o u l d  do so a g a i n  i n  t h e  absence o f  e f f e c t i v e  government 
measures. The o p p o s i t i o n - c o n t r o l  l e d  l e g i s l a t u r e  has y e t  t o  r a t i f y  
t h e  30% i m p o r t  su rcha rge ,  t h e  Common Marke t  measure w h i c h  wou ld  
gene ra te  s u b s t a n t i a l  t a x  revenue and dampen i m p o r t  demand, t h e r e -  
by  i m p r o v i n g  t h e  ba lance  o f  payments. 

I n  t h e  l o n g e r  r u n ,  s p e c i a l  e f f o r t  i s  needed t o  overcome t h e  t en -  
dency t oward  unba lanced economic g row th .  The Costa Ri  can economy 
i s  c h a r a c t e r i z e d  by  t h e  e x i s t e n c e  o f  a  h i g h l y - d e v e l o p e d  and e f f i -  
c i e n t  a g r i c u l  t u r a l  e x p o r t  s e c t o r  ( e .  g. , c o f f e e  and bananas) s i d e -  
b y - s i d e  w i t h  t r a d i t i o n a l l y  i n e f f i c i e n t  a g r i c u l t u r a l  p r o d u c t i o n  f o r  
l o c a l  consumpt ion,  on t h e  one hand, and a  f l e d g l i n g - - a n d  i n e f f i -  
c i e n t - - i n d u s t r i  a1 se 'c to r  on t h e  o t h e r .  Bo th  t h e  b u d g e t a r y  p rob lem 
and t h e  unba lanced growth  have c o n t r i b u t e d  t o  and r e f l e c t  a n o t h e r  
h i g h l y  i m p o r t a n t  l o n g e r  r u n  p rob lem- - the  tendency  f o r  t h e  f r u i t s  
o f  g row th  t o  be sha red  u n e q u a l l y ,  w i t h  t h e  r i c h  i m p r o v i n g  t h e i r  
p o s i t i o n  more r a p i d l y  t h a n  t h e  m i d d l e  and l o w e r  c l a s s e s .  

FY 1970 PROGRAM 

The proposed FY 1970 Is. I .D.  program c o n s i s t s  o f  $3.5 m i l l  i o n  i n  
Development Loans and $1.5 mi 11 i o n  i n  t e c h n i c a l  a s s i s t a n c e .  
A. I .D.  w i l l  a t t a c k  t h e  p rob lem o f  l o p s i d e d  g row th  w i t h  a  $3 m i l l -  
i o n  a g r i c u l t u r a l  s e c t o r  l o a n  i n  FY 1970. The l o a n  w i  11 be de- 
s i g n e d  t o  modern ize  t h e  "backward" a g r i c u l t u r a l  economy, i .e.  , 
t h a t  s u b s e c t o r  n o t  i n v o l v e d  i n  t r a d i t i o n a l  e x p o r t s .  Through c r e -  
d i  t, s t a b i  1  i z a t i o n  programs, improved m a r k e t i n g ,  c o o p e r a t i v e s ,  
a g r a r i a n  r e f o r m ,  and t e c h n i c a l  a s s i s t a n c e ,  t h e  s e c t o r  l o a n  w i l l  
p r o v i d e  t h e  resou rces  wh ich ,  when coup led  w i t h  Costa R i can  re fo rms  
i n  such areas  as c r e d i t ,  t a x  and budge t  p o l i c y ,  s h o u l d  p e r m i t  
measurab le  improvements i n  o v e r a l l  p r o d u c t i o n  and i n  e a r n i n g s  f o r  
t h e  campesino. T h i s  p rogram w i l l  b u i l d  on p a s t  e f f o r t s  suppo r ted  



by A.1 .D. ass i s tance  t o  d i v e r s i f y  a g r i c u l t u r e ,  and e s p e c i a l l y  t o  
c o n f r o n t  t h e  prob lem o f  c o f f e e  o v e r - p r o d u c t i  on. 

The FY 1969 l o a n  t o  COFISA, a  p r i v a t e  development bank, a l o n g  w i t h  
t e c h n i c a l  ass i s tance  t o  t h e  Costa Rican Expor t  i n d  Investment  
Promot ion Center,  a r e  h e l p i n g  t o  broaden t h e  p romis ing  i n d u s t r i a l -  
i z a t i o n  which has s t a r t e d  t o  emerge i n  t h e  wake o f  t h e  new oppor-  
t u n i t i e s  a f f o r d e d  by t h e  CACM. 

A  s e r i e s  o f  t e c h n i c a l  a s s i s t a n c e  programs designed t o  improve t h e  
p rospec ts  o f  t h e  1  i t t l e  man, i n c l u d i n g  communi t y  development, co- 
o p e r a t i v e s ,  ass i s tance  t o  l a b o r  un ions,  and improvements t o  t h e  
l e g a l  system, w i l l  be con t inued  and s t rengthened.  The p o p u l a t i o n  
i s  growing a t  3.5% p e r  yea r ;  and A.I .D. w i l l  c o n t i n u e  t o  a s s i s t  
t h e  n a t i o n a l  f a m i l y  p l a n n i n g  program, one o f  t h e  most p romis ing  o f  
i t s  t y p e  i n  L a t i n  America. 

A . I .D .  proposes t o  con t inue  i t s  t a x  and customs t e c h n i c a l  a s s i s t -  
ance programs as a  p r a c t i c a l  and demonstrably u s e f u l  means o f  
c o n t r i b u t i n g  t o  t h e  s o l u t i o n  o f  the  f i s c a l  problem. A  P u b l i c  
S a f e t y  Program aimed a t  improv ing  t h e  p r o f e s s i o n a l i s m  and e f f i -  
c iency  o f  Costa R i c a ' s  p o l  i c e  f o r c e s  - t h e r e  a re  no m i l  i t a r y  - 
w i l l  a l s o  be cont inued.  A  $500,000 m a l a r i a  e r a d i c a t i o n  loan  i s  
a l s o  proposed. 

P R O G R A M  SUMMARY 
( In mill ions of  dollars) 

I T o t a l  A. I .D.  Assistance I 2.2 I 8.3 I 11.0 1 10.5 

a/ I nc ludes  $325,000 i n  i~ 1968 and $363,000 i n  FY 1969 i n  
r a n t s  f o r  p o p u l a t i o n  programs under T i t l e  X o f  t h e  Fore ign  

j s s i s t a n c e  Act.  

F Y  1967 
Actual 

Development Loons .  . . . . 
Technical  Assistance . . . 

J o i n t  Salvadoran-U.S. e f f o r t s  i n c l u d e  ( 1  ) d i v e r s i f i c a t i o n  o f  t h e  
a g r i c u l t u r a l  s e c t o r  t o  reduce dependence on c o f f e e ;  (2 )  improve- 
ment and r e f o r m  o f  t h e  educa t i  ona1 system, i n c l  ud ing  i n t r o d u c t i o n  
o f  a  p i l o t  i n s t r u c t i o n a l  t e l e v i s i o n  system ( ITV) ;  and ( 3 )  p ro -  
v i s i o n  o f  fami l y  p l a n n i n g  s e r v i  ces. 

F Y  1969 
Estimated 

F Y  1968 
Actual 

E l  Sa lvador  i s  c h a r a c t e r i z e d  by an a l a r m i n g l y  r a p i d  r a t e  o f  popu- 
l a t i o n  growth,  has ve ry  l i m i t e d  l a n d  resources and a  h i  h  popu- 
l a t i o n  d e n s i t y .  The economy i s  b a s i c a l  l y  a g r i c u l t u r a l  ?dominated 
by c o f f e e ,  c o t t o n  and sugar)  b u t  has a  v igo rous  and growing p r i -  
v a t e  i n d u s t r i a l  s e c t o r  s p u r r e d  by t h e  Cen t ra l  American Common 
Market .  

F Y  1970 
Proposed 

0.4 
, 1 - 8  

6.33' 
7-r)  

9. I-/ a  
1 - 9  

8.0 
L-5- 



FY 1970 PROGRAM 

In FY 1970, A.I.D. plans t o  provide El Salvador with $8 mi l l ion  i n  
Development Loans and $2.5 mi 11 ion i n  Technical Assis tance.  

Agr icu l tu re .  A proposed rura l  s e c t o r  loan of $4 mi 11 ion w i l l  pro- 
mote agr i  cul t u r a l  di vers i  f i  c a t i  on and wi 1 1 a t tempt  t o  reduce 
~ a l  vador' s dependence on ou ts ide  markets f o r  i t s .  food supply by 
promoting growing of ba s i c  food crops.  This loan w i l l  r e i n fo r ce  
cu r r en t  e f f o r t s  t o  provide a g r i c u l t u r a l  c r e d i t  t o  some 12,000 
small and medium s c a l e  farmers and t o  form and a s s i s t  r u r a l  a g r i -  
c u l t u r a l  cooperat ives  which promote loca l  i n i t i a t i v e  and mobilize 
l oca l  resources  f o r  s e l f -he lp  improvement. Orginal l y  proposed for  
FY 1969, t h i s  loan w i l l  now b e n e f i t  from an overa l l  a g r i c u l t u r a l  
s e c t o r  plan which i s  c u r r e n t l y  being developed. 

Education. In FY 1968, i n  an e f f o r t  t o  make school ing a v a i l a b l e  
t o  as  many ch i l d r en  as  poss ib le  and t o  provide educat ion r e l evan t  
t o  Sal vadoran needs, the  Government and A. I .  D. began an educat ion-  
a l  t e l e v i s i o n  p r o j e c t  which w i l l  i n i t i a l l y  provide t e l ev i s ed  in-  
s t r u c t i o n  t o  t h e  j un io r  high school l e v e l .  This a c t i v i t y  i s  p a r t  
of a 1 a rge r  educat ional  reform involving reorganiza t ion  o f  t he  
Minis t ry  of Education, c u r r i  cul urn reform and devel opment , and 
improved teacher  t r a i  ning. The regional  primary school textbook 
program i s  a l s o  rece iv ing  government and A. I  . D .  suppor t .  

In FY 1970, A. I .  D. plans .a  $4 mil 1 ion loan f o r  primary school 
expansion, which wi 11 help t o  make school ing t o  the  s i x t h  grade 
ava i l ab l e  t o  600,000 ch i l d r en  o r  75% of  the  e l i g i b l e  age group. 
This loan i s  timed t o  t ake  advantage of t he  Salvadoran dec i s ion  
t o  accord p r i o r i t y  t o  educat ional  reform and i n s t r u c t i o n a l  t e l e -  
v i s i on  programs. 

Beginning i n  1968, the  government joined with A.I.D. and a p r i -  
va te  demographic a s soc i a t i on  i n  a rap id ly  growing family p lanning  
program which w i l l ,  by 1972 have 169 c l i n i c s  o f f e r i ng  s e r v i c e s  
t o  a1 1 . A. I .  D. w i l l  provide $374,000 f o r  family planning 
a c t i v i t i e s  i n  FY 1970. 



GUATEMALA 

PROGRAM SUMMARY 
(In millions of dollars) 

f o r  population programs under T i t l e  X of  t he  Foreign Ass i s tance  
Act. 

Development Loans.  . . . . 
Technical Assistance . . . 
Supporting Assistance . . . 
Contingency Fund. . . . . . 

Total  A.I.D. Assistance 

U.S. AID OBJECTIVES 

A .  I . D .  i s  a s s i s t i n g  t he  Government of Guatemala ( a )  t o  expand 
government programs i n  educat ion and a g r i c u l t u r e  i n  t he  ru r a l  
a reas  t o  improve the  l o t  of t he  impoverished rura l  people,  and 
( b )  t o  s t reng then  t he  Government of Guatemala's abi 1 i t y  t o  con- 
tai'n t he  s e c u r i t y  t h r e a t  posed by insurgency. 

a /  Includes g r an t s  of $396,000 i n  FY 1968 and $400,000 i n  FY 1969 - 

F Y  1967 
Actual 

8.0 
2.4 
- 

1.1 

11.5 

PROBLEMS AND PROGRESS 

Guatemala i s  a predominantly a g r i c u l t u r a l  country,  heavi ly  depend- 
e n t  upon t he  expor t  o f  a few commercial crops,  notably cof fee  and 
co t ton .  The coun t ry ' s  wealth i s  very unevenly d i s t r i b u t e d  among 
a population of f i v e  mi l l i on ,  almost ha l f  o f  whom a r e  Indian 
subs i s tence  farmers l i v i n g  l a rge ly  ou t s i de  the  money econony. Per  
c a p i t a  G N P  has grown moderately during t he  19601s ,  and kept 
s l i g h t l y  ahead of t he  high population growth r a t e  of 3.2%. 

F Y  1968 
Actual 

9.0 a,' 
2.3 - 
- 

11.2 

The presen t  moderate government o f  Pres iden t  Mendez Montenegro 
has been compelled t o  devote much of i t s  a t t e n t i o n  and l im i t ed  
resources  t o  maintaining s e c u r i t y .  Castroi  t e  i n su rgen t s ,  a1 though 
dr iven from the  countryside in  the  campaign of 1966-67, a r e  s t i l l  
a b l e  t o  c a r r y  ou t  dar ing a c t s  of t e r ro r i sm ,  t h e  most s p e c t u l a r  
of which was t he  a s sa s s ina t i on  of t he  American Ambassador, 
John Gordon Mein, i n  August 1968. 

A.I.D. suppor t s  t h e  government view t h a t  fo rcefu l  measures aga in s t  
the  insurgents  must be accompanied by programs of economic and 
soc i a l  devel opment. Toward t h i s  end t he  Guatemala17 Gmernment 
has begun programs t o  expand educat ion,  s t imu la t e  a g r i c u l t u r a l  
production and i nc r ea se  government s e r v i c e s .  To f inance  these  
programs taxes  have been increased by an est imated $13 mill  ion.  

F Y  1969 
Ertimatmd 

1 .0 a,! 
2.5 - 
0.3 - 

3.8 

Guatemala's l i t e r a c y  r a t e  i s  among 
Primary school a t tendance i s  only 

t he  lowest in  Lat in  America. 
17% i n  t h e  ru r a l  a r ea s  and 45% 

F Y  1970 
Propormd 

15.0 
3.1 - 
- 

18.1 ,: 



i n  urban communit ies. Few s tuden ts  complete t h e  f i r s t  s i x  years .  
The Govarnment has a c c o r d i n g l y  under taken a  program t o  expand 
educa t ion  a t  t h e  p r imary ,  secondary and u n i v e r s i t y  l e v e l s ,  w i t h  
suppor t  f rom A.I.D., World Bank, and In te r -Amer i can  Development 
eank ( IDB) l oans .  

The mass o f  r u r a l  people  suppor t  themselves by p r i m i t i v e ,  sma l l -  
s c a l e  and subs is tence  farming. Expanding p o p u l a t i o n  and s t a t i c  
p r o d u c t i o n  have forced farmers  o f f  t h e  l a n d  and i n t o  t h e  towns, 
c r e a t i n g  grave problems o f  s o c i a l  ad jus tment .  W i th  a s s i s t a n c e  
f rom A.I .D. and i n t e r n a t i o n a l  agencies t h e  Guatemalan Government 
has under taken a g r i c u l t u r a l  educat ion,  marke t ing  ex tens ion ,  c r e d i t  
and r e s e t t l e m e n t  a c t i v i t i e s ,  l a y i n g  t h e  f o u n d a t i o n  f o r  an expanded 
and i n t e g r a t e d  r u r a l  program. 

FY 1970 PROGRAM 

The A.I.D. program i n  Guatemala f o r  FY 1970 i n c l u d e s  a  $15 m i l l i o n  
a g r i c u l t u r a l  s e c t o r  l o a n  and $3.1 mi 11 i o n  i n  Techn ica l  Ass is tance.  

~ g r i c d  t u r e  . The $15 m i l l  i o n  s e c t o r  l o a n  w i l l  f inance t h e  impor- 
t a t i o n  o f  f e r t i l i z e r s ,  p e s t i c i d e s  and a g r i c u l t u r a l  machinery f o r  
i nc reased  p r o d u c t i o n  o f  corn,  beans, r i c e ,  f r u i t s ,  vegetab les  and 
l i v e s t o c k .  The l o a n  w i l l  a l s o  h e l p  f inance s i x  r e g i o n a l  v o c a t i o n a l  
a g r i c u l t u r a l  schools,  r e s e t t l e  2,000 more fami l  i e s  and c a r r y  
o u t  s t u d i e s  on a g r i c u l t u r a l  market ing,  t a r i f f ,  p r i c e  and c r e d i t  
p o l i c i e s .  Loan funds w i l l  a l s o  be used t o  s t reng then  t h e  Guatemal- 
an l a n d  r e f o r m  e f f o r t .  $450,000 i n  A. I.D. g r a n t s  f o r  Techn ica l  
Ass is tance w i l l  be used f o r  a d v i c e  and t r a i n i n g  i n  marke t ing  and 
food p rocess ing  a c t i v i t i e s  r e l a t e d  t o  t h e  s e c t o r  loan,  and i n  
s t r e n g t h e n i n g  a g r i c u l  t u r a l  educa t ion  i n s t i t u t i o n s .  

Educat ion.  An A. I .o. p r i m a r . ~  educa t ion  loan  f o r  $8.6 m i l  1  i o n ,  
s igned i n  1968, w i l l  h e l p  f i nance  c o n s t r u c t i o n  o f  an a d d i t i o n a l  
7,100 r u r a l  and 650 urban classrooms t o  p r o v i d e  f o r  120,000 add i -  
t i o n a l  s tuden ts .  The l o a n  w i l l  add 4 th ,  5 t h  and 6 t h  grade f a c i l i -  
t i e s  i n  many schools  where these p r e s e n t l y  do n o t  e x i s t .  T h i s  
l o a n  and t h e  Guatemalan Governf ient 's own i n c r e a s i n g  c o n t r i b u t i o n s  
t o  educa t ion  w i l l  enable 33% o f  Guatemalan c h i l d r e n  t o  a t t e n d  
p r imary  school  by  1972. A d d i t i o n a l  l y  a l l  p r imary  scho'ol c h i l d r e n  
w i l l  r e c e i v e  tex tbooks  whose p r i n t i n g  G t s  a r e  covered by t h e  loan .  
I n  FY 1970, $350,000 i n  Technica l  Ass is tance  funds w i l l  f i n a n c e '  
adv ice  and t r a i n i n g  t o  t h e  M i n i s t r y  o f  Educat ion i n  connec t ion  w i t h  
implementat ion o f  t h e  loan .  

P u b l i c  Sa fe ty .  I n  FY 1970, A.I.D. w i l l  c o n t i n u e  t o  p r o v i d e  Tech- 
n i c a l  Ass is tance  t o  suppor t  Guatemala's Pub1 i c  S a f e t y  program, 
p a r t i c u l a r l y  i n  r u r a l  communit ies ($289,000). A  s t a f f  o f  s i x  
adv iso rs  w i l l  h e l p  improve t h e  a d m i n i s t r a t i o n  of  t h e  p o l i c e  f o r c e s  
through b e t t e r  t r a i n i n g  i n  p a t r o l i n g ,  i n v e s t i g a t i o n ,  and equipment 
use and maintenance. 



H e a l t h  and Popu la t ion .  A.I.D. w i l l  c o n t i n u e  t o  suppor t  t h e  
Guatemalan Fami ly  Wel fare A s s o c i a t i o n  i n  FY 1970, and h e l p  expand 
t n e  number o f  h e a l t h  c l i n i c s  p r o v i d i n g  f a m i l y  p l a n n i n g  in fo rma-  
t i o n  and s e r v i c e s  throughout  t h e  coun t ry  from 38 t o  67 ($600,000). 

I 
O ther  A c t i v i t i e s .  
i n c l u d e  p u b l i c  admi 

Othe 
n i s t  

r c o n t i n u i n g  t e c h n i c a l  ass is tance  a c t i v i t i e s  
. r a t i o n  and mun ic ipa l  qovernment, develop- 

ment pl arming, r u r a l  community 1  eadersh ib  and l a b o r  leadersh ip :  

HONDURAS 

r PROGRAM SUMMARY 
(In millions of dollars) I 

DevelopmentLoans . . . . .  
Technical Assistance . . . 

Ass is tance Act .  

Tota l  A.I.D. Assistance 1 9 -  

O b j e c t i v e s  o f  j o i n t  Honduras-U.S. e f f o r t s  i n c l u d e  t h e  upgrad ing 
o f  t h e  c o u n t r y ' s  educa t ion  system, t h e  improvement o f  i t s  publ  i c  
a d m i n i s t r a t i o n ,  t h e  d i v e r s i f i c a t i o n  o f  t h e  a g r i c u l t u r a l  s e c t o r ,  
and development o f  p u b l i c  and p r i v a t e  i n s t i t u t i o n s  a t  the  "grass 
r o o t s "  1  eve1 . 

F Y  1967 
Actual 

7.0 
2.1 

Honduras i s  t h e  l e a s t  advanced o f  t h e  Cen t ra l  American c o u n t r i e s ,  
w i t h  few, s h o r t - t e r m  prospects  f o r  r a p i d l y  b r i n g i n g  s i g n i f i c a n t  
development advantages t o  s u b s t a n t i a l  segments o f  h e r  p o p u l a t i o n .  
E s s e n t i a l  l y  a  r u r a l  coun t ry ,  c r i s s - c r o s s e d  by mountain ranges 
which make communi c a t i o n  and i n t e r n a l  market  and economic i ntegra -  
t i o n  d i f f i c u l t ,  t h e  c o u n t r y  s u f f e r s  f rom e x t r a o r d i n a r i l y  weak 
p u b l i c  i n s t i t u t i o n s .  S c a r c i t y  o f  t r a i n e d  p r o f e s s i o n a l  and 
t e c h n i c a l  t a l e n t ,  and poor publ  i c  a d m i n i s t r a t i o n  norma l l y  impede 
e f f e c t i v e  program and p r o j e c t  f o r m u l a t i o n  and d e l a y  implementat ion,  
Th is  s e r i o u s  b a r r i e r  t o  development has l i m i t e d  t h e  c o u n t r y ' s  
c a p a c i t y  t o  absorb e x t e r n a l  ass is tance .  The government 's p resen t  
p u b l i c  investment  program, a  g e n e r a l l y  w e l l  conceived s e l e c t i o n  o f  
p r i o r i t y  i n f r a s t r u c t u r e  a c t i v i t i e s ,  i s  we1 1  behind schedule.  Wi th  
t h e  i n c r e a s i n g  p r o f e s s i o n a l i z a t i o n  o f  key government agencies, 
however, t h e  prospects  f o r  t h e  f u t u r e  seem b e t t e r  than t h e  
performance o f  t h e  p a s t .  

a/ Inc ludes  g ran ts  o f  $100 - n FY 1968 and $169,000 i n  F-Y 1969 
f o r  p o p u l a t i o n  programs unde,r T i t l e  X o f  t h e  Fore ign  

13.1 

FY 1970 PROGRAM 

F Y  1968 
Actual 

11 . l a /  
2.0- 

The proposed FY 1970 program o f  Honduras c o n s i s t s  o f  $7 mi 11 i o n  i n  
Development Loans and $2.45 m i l l  i o n  i n  Technica l  Ass is tance.  I n  

2.7 

F Y  1969 
Estimated 

0.6a/ 
2.0- 

9.45 

F Y  1970 
Proposed 

7.0 
2.45 



FY 1970, A . I . D . ' s  program w i l l  con t inue  t o  p r o v i d e  t e c h n i c a l  
ass i s tance  t o  he1 p  upgrade c r i t i c a l  areas o f  pub1 i c  a d m i n i s t r a t i o n ,  
i n c l u d i n g  ass is tance  i n  t h e  imp lementa t ion  o f  a  new C i v i l  S e r v i c e  
Law, and i n  f i s c a l  management, o r g a n i z a t i o n  and methods ,' t a x  
a d m i n i s t r a t i o n ,  and p o l  i c e  a d m i n i s t r a t i o n .  

Bu i  1  d i n g  upon t h e  d i s c e r n i b l e  i nc rease  i n  p o l  i ti c a l  consciousness 
o f  groups which t r a d i t i o n a l l y  have been p o l i t i c a l  l y  d i s e n f r a n c h i s e d  
because o f  t h e i r  low income o r  low s o c i a l  s t a t u s  l e v e l s ,  A. I. D. 
w i  11 con t inue  t o  g i v e  s p e c i a l  emphasis t o  encourag ing g r e a t e r  
c i v i c  p a r t i c i p a t i o n .  T r a i n i n g  and adv ice  w i l l  p r o v i d e d  t o  l a b o r  
un ions and a g r i c u l t u r a l  , hous ing and savings coopera t i ves  , and 
suppor t  con t inued  f o r  an expanding system o f  r a d i o  schools  f o r  
a d u l t  educa t ion  operated by t h e  Government and t h e  p r i v a t e  groups 
i n  r u r a l  areas. A. I .  D. a l s o  f i nances  t h e  t r a i n i n g  o f  community 
l eaders  a t  Loyo l  a  Uni v e r s i  t y .  

The r a t i o n a l  development of Honduras' e x t e n s i v e  f o r e s t  resources 
remains a key t a r g e t  o f  n a t i o n a l  a g r i c u l t u r a l  p lann ing .  I n  
FY 1970 a  l o a n  o f  $7 m i l l i o n  i s  proposed f o r  c o n s t r u c t i o n  o f  
i n f r a s t r u c t u r e  r e l a t e d  t o  ma jo r  p r i v a t e  i nves tmen t  i n  p u l p  and 
paper. Th is  p r o j e c t ,  when f u l l y  o p e r a t i o n a l ,  w i l l  add an 
e s t i m a t e d  $35 mi 11 i o n  p e r  y e a r  t o  Honduras' e x p o r t  earn ings.  
Proposed f o r  FY 1969, t h i s  l o a n  was d e f e r r e d  pending m a t u r a t i o n  
o f  n e g o t i a t i o n s  between t h e  p r i v a t e  i n v e s t o r s  and t h e  
Government of Honduras. 

[VI CARAGUA 

PROGRAM SUMMARY 
( In mi l l ions of dollars) 

U.S. AID OBJECTIVES 

FY 1967 

T o t a l  A.1 .D. Assistance 

A.I .D. 's o b j e c t i v e s  i n  Nicaragua a re  t o  a s s i s t  t h e  c o u n t r y  t o  ( a )  
d i  v e r s i  f y  and inc rease  a g r i c u l  t u r a l  p r o d u c t i o n  and e x p o r t s ,  ( b )  
ach ieve more equ i  t a b l e  income d i s t r i b u t i o n ,  and ( c )  encourage 
l o c a l  p o p u l a r  p a r t i c i p a t i o n  by a s s i s t i n g  coopera t i ves ,  l a b o r  
unions and c r e d i t  unions. 

FY 1968 

1 
a/ Inc ludes  g ran ts  o f  $175,000 i n  FY 1968 and $1 12,000 i n  FY 1969 - 

f o r  p o p u l a t i o n  programs under T i t l e  X o f  t h e  Fore ign Ass is tance  
Act. 

11.4 

1 
FY 1969 

25.5 

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

F Y  1970 
Actua l  

23.8a/ 
1.6- 

Actua l  

9.2 
, 2.2 

1.6 

I 

6.7 

1 

Estimated Proposed 

5.0 



PROGLEMS A N D  PROGRESS 

Nicaragua 's  growth r a t e  has slackened in  recen t  y e a r s ,  and i t s  
balance of payments problems have become acu t e ,  p r imar i ly  because 
poor weather has reduced production of the coun t ry ' s  major expor t  
- -co t ton .  The annual growth r a t e  dropped from an average of 8% 
during the  e a r l y  1960's  t o  only 4.2% in 1967 and i s  es t imated a t  
5.6% f o r  1968. Gross i n t e rna t i ona l  reserves  dropped from $65 
mi l l ion  in December 1966 t o  $45 mi l l ion  i n  November 1968. Despite 
these  d i f f i c u l t i e s ,  Nicaragua i s  committed t o  an ambi t i o u s  devel- 
opment e f f o r t  and cont inues t o  progress .  She was the  f i r s t  member 
of the Central American Economic Community t o  approve the San Jose 
Protocal which provides f o r  a 30% increase  in  t axes  on imports 
from non-member count r ies .  The government has undertaken a major 
a g r i c u l t u r a l  development program w i t h  A .  I .  D. , Inter-American 
Gevelopment Bank (IDB) and IBRD a s s i s t a n c e .  In 1968, a 30% 
reduct ion in government general adminis t r a t i  ve expendi tures  was 
achieved,  and improved t ax  admin i s t r a t i on ,  a t t r i b u t a b l e  in  p a r t  t o  
A.I.L. a s s i s t a n c e ,  bore f r u i t  in a t ax  c o l l e c t i o n  increase  of 17%. 

In FY 1968 A. I .  D.  approved loans f o r  Nicaragua t o t a l l i n g  $23 
mi l l i on .  One f o r  $10.2 mi l l ion  i s  e s t a b l i s h i n g  t h r ee  cooperat ives  
t o  br ing e l e c t r i c  power t o  an addi t iona l  38,000 ru r a l  f ami l i e s .  
Another f o r  $9.4 mi l l ion  i s  being used t o  import f e r t i l i z e r s  and 
p e s t i c i d e s ,  and t o  expand and d i v e r s i f y  food and feed crops.  
Other loans were used f o r  hea l th  cen te rs  ( $ 2 . 2  m i l l i o n )  and malar ia  
e r ad i ca t i on  ($1.9 mi 11 i o n ) .  To a1 low time f o r  Nicaragua t o  absorb 
these  l oans ,  A .  I .  D .  made no new ones i n  FY 1969. 

FY 1970 PROGRAM 

The FY 1970 program cons i s t s  of $5 mi 1 l i on  in  Cevelopment Loans 
and $1.7 mi 1 1  ion i n  Technical Assis tance.  

For FY 1970, A .  I.D. w i l l  cont inue i t s  emphasis on t he  rura l  s e c t o r  
with a proposed $5 mill  ion loan f o r  ba s i c  crop production t h a t  
inc ludes  supervised a g r i c u l t u r a l  c r e d i t  f o r  small farmers.  
Technical Assis tance f o r  a g r i c u l t u r e  wi 1 1  focus on increas ing  
a g r i c u l t u r a l  product ion,  and the  appl i c a t i on  of agr icu l  t u r a l  tech-  
nology through ex tens ion ,  f e r t i  1 i z e r  u t i l  i z a t i o n ,  i r r i g a t i o n ,  and 
research on major food crops and 1 ivestock.  

Technical a s s i s t ance  in  education planning w i l l  emphasize t he  
widening of vocational oppo r tun i t i e s .  Training and advice in 
pub1 i c  admin is t ra t ion  w i l l  s t r e s s  reforms aiming f o r  a more equi- 
t a b l e  shar ing  of t he  t ax  burden. Assis tance t o  l abor  unions, 
credi  t uni ons and cooperat ives  wi 1 1 s t reng then  grass  roo ts  p a r t i  c- 
i p a t i on  i n  c i v i c  a f f a i r s .  A.I.D. w i l l  a l s o  help t o  expand f a c i l i -  
t i e s  f o r  hea l th  and family planning a c t i v i t i e s .  



OTHER LATIN AMERICA PROGRANS 

ARGENTINA 

f l a t  
10% 
$200 
1969 
t ime 

Grow 

4 

PROGRAM SUMMARY 
(In millions of dollars) 

The Argen t ine  s  t a b i  1  i z a t i o n  and development program, i n s t i t u t e d  
i n  March 1967, has b rough t  s i g n i f i c a n t  monetary s t a b i l i t y .  I n -  

i o n  has been drast ica1 l .y  curbed f rom 30% i n  1966 t o  about 
i n 1968. Fore ign exchange reserves have c l imbed f rom some 
m i l l i o n  a t  t h e  end o f  1966 t o  n e a r l y  $800 m i l l i o n  i n  January 

Economic recovery  i s  now a  more r e a l  prospect  than a t  any 
i n  t h e  1  a s t  seven years .  

ng conf idence i n  t h e  Government's program has r e s u l t e d  i n  

F Y  1969 
Estimated 

- 
1.5 

1.5 

F Y  1968 
Actual 

1.0 
1.8 

2.8 

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

Total A.I.D. Assistance 

increased p r i v a t e  investment,  bo th  f o r e i g n - a n d  domest ic.  Such 
investment,  a long  w i t h  t h e  loans p rov ided  by t h e  In ter -Amer ican 
Development Bank (IDB) and t h e  IBRD f o r  p u b l i c  works p r o j e c t s  
(e. g. $82 m i l  1  i o n  f rom IBRD f o r  t h e  E l  Chocon h y d r o e l e c t r i c  p r o j e c t  
and $426 m i l  1  i o n  f rom IDB over  the  two y e a r  pe r iod ,  1967-1968) have 
he lped t o  ward o f f  t h e  economic s t a g n a t i o n  which s t r i n g e n t  s t a b i l i -  
z a t i o n  measures c o u l d  have caused. 

F Y  1970 
Proposed 

- 1 
0.4 

0.4 

F Y  1967 
Actual 

- 
. 1.6 

1.6 

The A. I. D. program d u r i n g  the  pas t  few years  has been l i m i t e d  
t o  Technica l  Ass is tance p r o j e c t s  t o  h e l p  t h e  Government meet i t s  
goa ls  under t h e  s t a b i l i z a t i o n  program, and t o  complete l o n g e r  
range a c t i v i t i e s  i n  a g r i c u l t u r e .  P r o j e c t s  i n  t a x  and customs 
a d m i n i s t r a t i o n  have been p a r t i c u l a r l y  u s e f u l  i n  t h i s  respect .  
P r o j e c t s  i n  h i g h e r  educat ion,  a g r i c u l t u r e  and a g r i c u l t u r a l  econo- 
mics through c o n t r a c t s  w i t h  U.S. u n i v e r s i t i e s  are phasing o u t  i n  
FY 1970, l e a v i n g  a  corps o f  b e t t e r  t r a i n e d  p r o f e s s i o n a l s  i n  t h e  
count ry .  

P r i o r - y e a r  loans f o r  t h e  c o n s t r u c t i o n  o f  roads, animal disease 
and meat techno1 ogy 1  a b o r a t o r i e s  and r e g i o n a l  g r a i n  s to rage  f a c i  1  - 
i t i e s  are i n  va r ious  stages o f  disbursement. No new loans are 
planned i n  FY 1970, 



BOLIVIA 
r 

PROGRAM SUMMARY 
( In millions of dollars 

U.S. AID OBJECTIVES 

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

Total  A. I .D.  Assistance 

A.  I  . D .  object ives in Bolivia f a l l  in to  four main categories:  

--Achieve internal  f inancial  s t ab i l  i t y  and improvement 
in Government administrat ion.  

*Includes $194,000 and $225,000 in FY 1968 and FY 1969 respective- 
l y ,  in grants f o r  population programs under T i t l e  X of the Foreign 
Assistance Act. 

F Y  1967 
Actual 

11 .O 
4.1 

, 0.4 

14 .3  

--Develop an e f fec t ive  transportat ion and communications 
network. 

--Improve agr icul tura l  producti on and develop rural areas.  

FY 1968 
Actual 

O.2* 
3.5 
5.0 

8.6 

--Improve education and human resources. 

PROBLEMS AND PROGRESS 

FY 1969 
E stirnoted 

7.3* 
3.3 - 

10.6 

Bolivia has large undeveloped mineral resources, y e t  i t s  per 
capita GNP, (approximately $171) remains the second lowest in the 
hemisphere. The country 's  development has been r e s t r i c t e d  by i t s  
isolated position without easy access t o  international  t rade and 
by rugged t e r ra in  whi ch has impeded internal  economic in tegra t ion ,  
Tin mining, the l a rges t  indust r ia l  employer, income producer, and 
foreign exchange earner,  i s  plagued by ine f f i c i en t  techniques, 
inf la ted  payrolls  and unstable world prices.  Agriculture, upon 
which nearly 70% of the population subs i s t s ,  has only gradually 
returned t o  the pre-1952 levels  of production, overcoming the 
market dislocations resul t ing  from the sweeping social  revolution 
of t h a t  year. Only an estimated 32% of the population i s  l i t e r -  
a t e ,  and most of t h i s  group i s  in the urban areas;  much of the 
rural population speaks only Aymara and Quechua d i a l e c t s ,  fu r the r  
compl ica t ing  the Government's e f f o r t s  t o  increase 1  i  teracy.  

FY 1970 
Proposed 

11.4 
3.9 - 

15.3 . 

Government attempts to overcome Bol i v i a ' s  di f f i  cul t development 
problems have been limited by meagre resources. Heavy U.S. budget 
support,  begun in the period a f t e r  the 1952 revolution,  has 
gradual ly been supplanted by development lending, mostly f o r  in f ra -  
s t ruc tu re ,  as the Government's abi l i  ty t o  mobi 1 ize  and u t i l i z e  



internal  resources has improved. Foreign resources, incl uding 
those from A.I.D., now go mostly in to  investment. 

The principal exception has been a $4.5 million U.S. Supporting 
Assistance loan resul t ing  from the 1967-68 budget c r i s i s  brought 
on par t ly  by declining t i n  pr ices ,  and par t ly  by the  extraordinary 
expenditures needed t o  defeat  Che Guevara's guerri l  1 a  rebel 1 ion. 
The loan was conditional on a program of f inancial  measures design- 
ed t o  fu r the r  increase revenues and control expenditures, and was 
coordinated closely with the standby agreement in e f f e c t  between 
The International  Monetary Fund (IMF) and the Bolivian Government. 
The maintenance of f inancial  s t a b i l i t y  will continue t o  be d i f f -  
i c u l t  in Bolivia as development programs generate demands f o r  
in ternal  financing t h a t  p u t  pressure on the limited capacity of 
the Government and the private sec tor  t o  mobil ize domestic savings. 
I t  i s  therefore basic t o  fu r the r  development e f f o r t s  t h a t  the 
principal development agencies work together in he1 ping Bolivia 
t o  maintain a sound f i sca l  and monetary program t h a t  wil l  continue 
t o  aver t  the th rea t  of in f l a t ion .  

Lespi t e  these problems, Bol i  vi a  has made some encouragi ng progress. 
The economy has continued t o  grow a t  an average 5% per annum-- 
be t t e r  than the Latin American average. Per capita income growth 
has surpassed the Alliance f o r  Progress goal of 2.5%. Inf la-  
t ion has been controlled since 1958, and a fixed exchange r a t e  
and a 1 iberal ized trading system have been maintained. Rehabi l -  
i t a t i o n  of the nationalized t i n  mines, which account fo r  about 
52% of Bol iv ia ' s  foreign exchange earnings, has progressed through 
a jo in t  A.  I .  D.-IDB-German program, resul t ing  in important reduc- 
t ions  in mining cos ts .  In an important new development, contracts  
were s i g n e d  f o r  c o n s t r u c t i o n  o f  a $50 m i l l i o n  gas  p i p e l i n e  from 
Bol iv ia ' s  rich new natural gas f i e l d s  t o  Argentina. This projec t  
could produce major foreign exchange earnings f o r  Bol i  vi a ,  s t a r t i n g  
in 1970. 

FY 1970 PROGRAM 

The FY 1970 program will continue t o  emphasize the f i sca l  s t a b i l i -  
zation program, b u t  wil l  provide modest inputs of new funds includ- 
ing Development Loans of $1 1 .4  mil l i on ,  and Technical Assistance 
of $3.9 mil l ion.  In addit ion,  i t  i s  expected t h a t  the Bolivians 
wil l  request a  P . L .  480 do l l a r  repayable program of about 
$10 mill ion.  

Financial S tabi l iza t ion  and Pub1 i c  Administration Im~rovement 

During the coming year the t o p  p r io r i ty  will be t o  a s s i s t  the 
Government of Bolivia t o  maintain internal  f inancial  s t a b i l i t y ,  
through new tax measures and improved administration and contro l l -  
ed u t i l i z a t i o n  of P .  L .  480 T i t l e  I  proceeds. As in 1968 and 1969, 
A.1 . D .  wil l  seek t o  develop a program of f inancial  measures in 
conjunction with those included in the IFF standby agreement. Two 



Development Loan projects are also planned in support of t h i s  
objective:  ( 1 )  a $500,000 loan to  provide technical services and 
accounting equipment to  improve the Government of Bol i v i a ' s  
f inancial  administration, and ( 2 )  a $900,000 loan to  a s s i s t  the 
Government in establishing a census and s t a t i s t i c a l  capabil i  ty 
badly needed to  provide re1 iable basic economic data. Technical 
assistance will be furnished by the Internal Revenue Service team 
in the area of tax administration and by the U.S. Bureau of the 
Census in improving agri cul tura l  , population, and other s t a t i s t i c s .  
Advisors will also be provided in public administration, customs, 
and economic pl anning. 

Transportation 

The rugged and inhospitable nature of Bol iv ia ' s  t e r ra in  and the 
1 ack of transportat ion and communications have posed formidable 
problems in national development. Under the A1 1 iance f o r  Progress 
$75 mil 1 ion have been loaned fo r  roads and a i r  t ransport  develop- 
ment. In FY 1970 technical assistance a c t i v i t i e s  will emphasize 
the completion and effect ive  implementation of projects  a1 ready 
in progress, the t ra in ing of local counterparts and maintenance 
of completed f a c i l i t i e s .  

Aqri cul ture 

Agriculture i s  the sector  of greates t  d i rec t  importance to  the 
Bolivian population as a whole, since i t  employs nearly 70% of 
the work force. B u t  agricultural  production i s  lagging. A 
study of the to ta l  agricultural  sec tor  i s  being s t a r t ed  by the 
International Development Service, under A .  I .  D. f inancing; the 
conclusions will lay the foundation f o r  a $5 mil l ion Agri- 
cultural  Sector Loan in FY 1970. 

The Bol i vian Government's 1 and reform program, meanwhi 1 e ,  made 
good progress. More than 7,700 properties comprising 19 mi 1 1  ion 
acres have been dis t r ibuted among 192,000 families,  and more than 
300,000 land t i t l e s  have been issued. In 1970 approximately 
100,000 new t i t l e s  will be processed and issued through the U.S.- 
developed mobile agrarian reform teams. 

The Utah State University program has achieved some success in 
introducing new var i t i e s  of seed which should make possible sharp 
increases in the production of wheat. Improved methods f o r  market- 
ing sheep's  wool and meat were introduced in to  many rural areas. 
As a r esu l t  of t h i s  ac t iv i ty  numbers of peasants are being integra- 
ted in to  the economic l i f e  of the country f o r  the f i r s t  time. 

Education 

During FY 1968-69, Bol i vi a began t o  consol idate  the separate ad- 
minis t r a t i v e  s t ructures  of the urban and rural educational sys tems, 
thereby e l  iminating costly dupl ication.  An overall study of 



B o l i v i a ' s  educat ional  needs by Ohio S ta te  Un i ve rs i t y  w i l l  p rov ide 
the bas is  f o r  a  na t i ona l  educat ional  development program. The 
Uni ted States w i  11 prov ide a $5 m i l  1  i o n  Education Sector loan, 
d i r e c t e d  p r i n c i p a l l y  a t  the  pr imary l e v e l ,  w i t h  emphasis on teacher 
t r a i n i n g .  The IDB and the  IBRD are p lanning complementary programs 
t o t a l  1  i n g  $13 mi 11 i o n  i n  vocat ional  and secondary educat ion. 

Other Proarams 

Small techn ica l  assistance programs w i l l  cont inue i n  Labor 
T ra in ing ,  Pub1 i c  Safety,  and I n d u s t r i a l  Devel opment.. 

NOTE: Pres ident  Rene Bar ientos was k i l l e d  i n  a h e l i c o p t e r  crash 
on A p r i l  27, 1969. The Presidency has passed t o  Vice 
Pres ident  S i l es ,  h i s  c o n s t i t u t i o n a l  successor. S i l e s  w i l l  
head the  government u n t i  1  the r e g u l a r l y  scheduled 
P res iden t i a l  e l e c t i o n  o f  1970. The 1 im i  t e d  po l  i t i c a l  
d i s r u p t i o n  f o l l o w i n g  the  death o f  the  Pres ident  has n o t  
a f f e c t e d  Bol i v ian  development programs t o  date. 

I (In millions of d o ~ ~ a r s )  1 

U.S. AID OBJECTIVES 

1 

The goals of t he  A.I.D. program i n  t he  Dominican Republ ic a re  
(1  ) t o  improve t he  government's capabi 1  i t y  t o  formul a te  and c a r r y  
ou t  e f f e c t i v e  development programs, p a r t i c u l a r l y  i n  a g r i c u l t u r e ,  
( 2 )  t o  he lp  the  country  a t t a i n  a per  c a p i t a  growth r a t e  o f  a t  
1  east  2 .5%--pr imar i ly  by inc reas ing  a g r i c u l t u r a l  p r o d u c t i v i t y - -  
and f o s t e r  wider  shar ing  o f  t he  b e n e f i t s  o f  growth and (3 )  t o  
a l l e v i a t e  t he  chronic  balance of payments problem by inc reas ing  
and d i v e r s i f y i n g  expor ts  and developing impor t -subs t i  t u t i  on 
products. Progress toward these goals w i l l  demonstrate t he  
government's responsiveness t o  t he  asp i r a t i ons  of t he  popul a t i o n  
and w i l l  enhance t he  prospects f o r  c o n s t i t u t i o n a l  s t a b i l  i t y  i n  
the  Dominican Republ i c. 

a/ Includes $ 5 7 0 , - i n ~ m ~ a n d  $210,000 i n  FY 1969 i n  grants  - 
f o r  popu la t ion  programs under T i t l e  X o f  the  Foreign Assistance 
Act. 

Development Loans,  . , . . 
Technical Assistance . . . 
Supporting Assistance . . . . 
Contingency Fund. . . . . . 

Total A.I.D. Assistance 

FY 1968 
Actual 

22.3 a/ 
4.7 

16.4  - - 

43.5 

FY 1967 
Actual 

17.1 
4.4 

25.0  
7.2 

53.7 

FY 1969 
E rtlmated 

5.2 3' 
4.4 
0 . 4  - - 

10.0 

FY 1970 
Prepened 

16.0 
5.0 
0 . 3  -- 

21.3 



PROBLEMS AND PROGRESS 

A g r i c u l t u r e  i s  t h e  mainstay o f  t h e  economy o f  t h e  Dominican 
Republ ic .  A g r i c u l t u r e  employs ove r  60% o f  t h e  l a b o r  f o r c e  and 
a g r i c u l t u r a l  p roduc ts  c o n s t i t u t e  about  90% o f  t h e  va lue  o f  
Domi n i  can expor t s .  

I n  t h e  pas t ,  heavy emphasis was p laced  on t h e  p r o d u c t i o n  o f  t r a d i -  
t i o n a l  e x p o r t  crops, p a r t i  c u l  a r l y  sugar  which rep resen ts  55% o f  
t o t a l  e x p o r t  ea rn ings .  Food p r o d u c t i o n  has n o t  k e p t  pace w i t h  
demand, even though t h e r e  i s  s u f f i c i e n t  a r a b l e  l a n d  t o  produce 
most o f  t h e  food  needs o f  t h e  coun t ry .  Most o f  t h e  t i l l a b l e  l a n d  
had been i n e f f i c i e n t l y  used due t o  t h e  t e c h n i c a l  l i m i t a t i o n s  of  
farmers, s c a r c i t y  o f  c r e d i t  and t h e  l a c k  o f  assured markets.  
T r u j i l l o ' s  n e g l e c t  o f  educa t ion  c o n t r i b u t e d  t o  a  low r a t e  o f  
l i t e r a c y - - e s t i m a t e d  a t  64% i n  1961--and d e p r i v e d  t h e  c o u n t r y  o f  
an adequate number o f  t h e  agronomists,  eng ineers ,  economists and 
o t h e r  t e c h n i c i a n s  needed f o r  economic development. An i n d i c a t i o n  
of t h e  inadequacy o f  t h e  e d u c a t i o n a l  system i s  t h e  f a c t  t h a t ,  o f  
t h e  600,000 c h i  l d r e n  e n r o l  l e d  i n  t h e  p r i ~ a r y  schools ,  o n l y  GO ,000 
w i l l  reach t h e  s i x t h  grade and l e s s  than 3,000 w i l l  q raduate  f rom 
h i  ah school  . 
The e l e c t e d  government of  P r e s i d e n t  Ba laguer  has now been i n  
o f f i c e  f o r  more than  two and a  ha1 f years- -an e x t r a o r d i n a r y  
achievement i n  view o f  t h e  c o u n t r y ' s  t u r b u l e n t  p o l i t i c a l  h i s t o r y .  
Desp i te  t h e  c h a o t i c  s i t u a t i o n  which he i n h e r i t e d  f o l l o w i n g  t h e  
b loody  rev01 u t i o n  o f  A p r i  1  1965, P r e s i d e n t  Bal  aguer has p r o v i d e d  
h i s  c o u n t r y  w i t h  a  g r e a t e r  measure of  s t a b i l i t y  than  any o f  h i s  
p o s t - T r u j i  1  l o  predecessors.  However, c o n s t i t u t i o n a l  government 
i n  t h e  Dominican Republ ic  w i l l  remain a  f r a g i l e  i n s t i t u t i o n  d u r i n g  
t h e  n e x t  few years .  

As a  r e s u l t  of. t h e  economic d i s l o c a t i o n s  f o l l o w i n g  t h e  f a l l  o f  
t h e  T r u j i  11 o  regime i n  1961, t h e  c o u n t r y  has been plagued by  a  
budgetary  d e f i c i t ,  a  h i g h  l e v e l  o f  unemploymeht and a  c h r o n i c  b a l -  
ance o f  payments d e f i c i t  f o r  a  number o f  y e a r s .  P r e s i d e n t  
Balaguer,  th rough a  program o f  economic a u s t e r i t y ,  has sought t o  
c o r r e c t  these problems. Ma jo r  t o o l  s  have i n c l u d e d  i m p o r t  c o n t r o l s ,  
a  t i g h t  monetary p o l i c y ,  and a  r e d u c t i o n  i n  government wages and 
o p e r a t i n g  expendi t u r e s  . 

Desp i te  measures taken t o  reduce f o r e i g n  exchange o u t f l o w s ,  t h e  
ba lance o f  payments s i t u a t i o n  has n o t  improved d u r i n g  t h e  p a s t  
y e a r .  One of  t h e  ma jo r  problems was t h e  need f o r  u n u s u a l l y  h i g h  
food i m p o r t s  because o f  t h e  d rough t  i n  1967 and 1968. However, 
a  d raw ing  from t h e  I n t e r n a t i o n a l  Monetary Fund (IMF) and P.L. 480 
T i t l e  I a s s i s t a n c e  f rom t h e  U n i t e d  S t a t e s  may p reven t  f u r t h e r  
d e t e r i o r a t i o n  i n  t h e  c o u n t r y ' s  ba lance o f  payments. 

The Dominican Government has made c o n s i d e r a b l e  progress i n  improv- 
i n g  t h e  c o u n t r y ' s  f i s c a l  p o s i t i o n .  Revenues rose  i n  1968. 3y 
November they  were approx ima te l y  $15 m i l l i o n  h i g h e r  than  i n  1967. 



Dur ing  t h e  f i r s t  h a l f  o f  1968, ove r  16% o f  revenues were used f o r  
investment  purposes compared w i t h  9% i n  t h e  same p e r i o d  i n  1967. 

L a r g e l y  because o f  t h e  drought ,  b u t  a l s o  p a r t l y  due t o  t h e  a u s t e r i t y  
program, GNP grew o n l y  about 4% i n  1968 ove r  1967. Economic pros-  
pec ts  depend m a i n l y  on success i n  d i v e r s i f y i n g  and i n c r e a s i n g  
p r o d u c t i o n  b o t h  f o r  e x p o r t  and domest ic markets,  and i n  a t t r a c t i n g  
s u b s t a n t i a l  c a p i t a l  i n f l o w s .  The po l  i t i c a l  s t a b i l i t y  o f  t h e  
Balaguer Government, t h e  P r e s i d e n t ' s  o f ten-expressed f a v o r a b l e  
a t t i t u d e  toward p r i v a t e  investment  and A . I .D . ' s  t e c h n i c a l  a s s i s -  
tance i n  i nves tmen t  promot ion have a l l  c o n t r i b u t e d  t o  p r i v a t e  
c a p i t a l  i n f l o w s .  A  number o f  major  f o r e i g n  companies a l r e a d y  have 
i n v e s t e d  i n  t h e  c o u n t r y  o r  i n t e n d  t o .  P r i n c i p a l  among them i s  
Fa1 conbr idge Dominicana which p lans  t o  i n v e s t  about  $1 60 m i  11 i o n  
i n  a  f e r r o n i  cke l  mine and p rocess ing  p l a n t  o v e r  t h e  n e x t  t h r e e  
years .  

FY 1970 PROGRAM 

The proposed FY 1970 program i n c l  udes $1 6  mi 11 i o n  i n  Devel opment 
Loans and $5 m i l  1  i o n  f o r  Techn ica l  Ass is tance.  I n  a d d i t i o n ,  a  
P.L. 480 T i t l e  I sa les  program o f  approx ima te l y  $15 m i l l  i o n  i s  con- 
templated. I t  i s  hoped t h a t  P.L. 480 T i t l e  I ass is tance  t o g e t h e r  
w i t h  IMF drawings w i l l  be s u f f i c i e n t  t o  e l i m i n a t e  t h e  need f o r  
A.I.D. ba lance o f  payments Suppor t i ng  Ass is tance  loans  i n  FY 1969 
and FY 1970. However, t h e r e  c o u l d  be a  requ i rement  f o r  such 
ass is tance  i f  an economic-pol i t i c a l  c r i s i s  shou ld  occur .  Dur ing  
FY 1969 A. I .D. a u t h o r i z e d  a  Suppor t i ng  Ass is tance g r a n t  o f  
$355,000 f o r  commodity ass i s tance  t o  t h e  N a t i o n a l  P o l i c e  f o r c e s .  
A  s i m i l a r  g r a n t  i s  p lanned f o r  FY 1970. 

Ass is tance From Other  Donors 

I n  A p r i l  1968 t h e  In te r -Amer i can  Development Bank ( IDB) a u t h o r i z e d  
a  $22.9 m i l l i o n  l o a n  t o  h e l p  f i n a n c e  t h e  f i r s t  s tage ~f a  long-  
range program t o  devel  op t h e  hydroe l  e c t r i  c  and a g r i  c u l  t u r a l  poten- 
t i a l  o f  t h e  Yaque d e l  N o r t e  r i v e r  v a l l e y .  A. I .D. i s  s u p p o r t i n g  
t h i s  l o a n  w i t h  $7 m i l l i o n  e q u i v a l e n t  generated under an FY 1968 
Suppor t i ng  Ass is tance  loan.  The World Bank i s  c o n s i d e r i n g  f i n a n -  
c i a l  ass i s tance  f o r  an i r r i g a t i o n  p r o j e c t  i n  t h e  area. S ince 1962 
t h e  Ex-Im Bank has a u t h o r i z e d  c r e d i t s  t o t a l i n g  $34.1 m i l l i o n  t o  
f i n a n c e  power, t r a n s p o r t a t i o n  and communications f a c i l  i t i e s .  

A g r i c u l t u r a l  Development 

Acce le ra ted  a g r i c u l t u r a l  p r o d u c t i o n  i s  t h e  key t o  moving t h e  
Dominican economy toward s e l f - s u s t a i n i n g  growth.  A  dynamic 
a g r i c u l  t u r a l  s e c t o r  w i  11 f u r n i s h  employment, and supp ly  1  oca l  f ood  
needs, and improve t h e  ba lance o f  payments s i t u a t i o n  by reduc ing  
i m p o r t s  and i n c r e a s i n g  e x p o r t  ea rn ings .  Accord ing ly ,  t h e  Domini can 
Government and A. I .D. have g i v e n  t h e  h i g h e s t  p r i o r i t y  t o  a g r i c u l -  
t u r e .  The b u l k  o f  t h e  FY 1970 program i s  devoted t o  i t .  



To a c h i e v e  an o v e r a l l  annual  g row th  r a t e  o f  2-1/2% p e r  c a p i t a ,  
a g r i c u l t u r a l  p r o d u c t i o n  s h o u l d  reach  an annual  g row th  of  
5-7%. W i t h  t h i s  t a r g e t  i n  m ind  A. I .D.-Dominican a g r i c u l t u r a l  
e f f o r t s  a r e  b e i n g  f ocused  on  i n c r e a s i n g  t h e  p r o d u c t i o n  o f  ( 1 )  t r a -  
d i t i o n a l  s t a p l e  c rops  such as r i c e ,  beans, co rn ,  and o i l  c rops ;  
( 2 )  h i g h  p r o t e i n  f oods ,  i n c l u d i n g  b e e f ,  p o r k ,  p o u l t r y  and mi 1  k, 
t o  improve t h e  n u t r i t i o n a l  qua l  i t y  o f  t h e  Domin ican d i e t ;  and 
( 3 )  h i p h - v a l u e  e x p o r t  c rops  such as w i n t e r  f r u i t s  and vege tab les .  
These p r o d u c t i o n  e f f o r t s  were s e t  back l a s t  y e a r  by  d r o u g h t  wh i ch  
caused a  6% d r o p  i n  p r o d u c t i o n .  However, t h e  e f f e c t s  o f  t h e  
d r o u g h t  were  m i t i g a t e d  by  f a r m e r  acceptance and a p p l i c a t i o n  of  
improved p r o d u c t i o n  p r a c t i c e s  i n t r o d u c e d  by  A. I. D: and Domi n i c a n  
t e c h n i c i a n s .  D i v e r s i f i c a t i o n ,  a i d e d  b y  c a r e f u l  s e l e c t i o n  o f  
p r o d u c t i o n  p r i o r i t i e s ,  i s  p r o g r e s s i n g .  The i n c r e a s e d  o u t p u t  o f  
g a r l i c ,  on ions ,  p o t a t o e s ,  and tomatoes i s  p a r t i c u l a r l y  n o t e w o r t h y .  

Suppo r ted  by  f i n a n c i a l  and t e c h n i c a l  he1 p  s m a l l  f a r m e r s  have 
fo rmed c o o p e r a t i v e s ;  membership has doub led  i n  t h e  1  a s t  two y e a r s .  
A  $2.65 m i l l i o n  A. I .D.  l o a n  was r e c e n t l y  s i g n e d  w h i c h  w i l l  p r o v i d e  
a d d i t i o n a l  f i n a n c i a l  r e s o u r c e s  f o r  a g r i c u l  t u r a l  c o o p e r a t i v e  e f f o r t s .  
Smal l  f a r m e r s  a r e  a l s o  b e i n g  a s s i s t e d  t h r o u g h  a  m a j o r  new super -  
v i s e d  c r e d i t  program. 

There has been c o n s i d e r a b l e  success i n  u n i f y i n g  t h e  p l a n n i n g ,  
c o o r d i n a t i o n  and i m p l e m e n t a t i o n  o f  a  n a t i o n a l  a g r i c u l  t u r a l  program. 
However, a  number o f  s t r u c t u r a l  and p o l  i c y  b o t t l e n e c k s  remain .  
A. I .D.  i s  encou rag ing  t h e  f o l l o w i n g  a c t i o n s  and measures w h i c h  
wou ld  c o n t r i b u t e  t o  t h e  e l i m i n a t i o n  o f  t h e s e  b a r r i e r s :  

- - p r o v i s i o n  o f  adequate  o p e r a t i n g  budge t  s u p p o r t  f o r  
Domini can a g r i c u l t u r a l  agenc ies ;  

- - e s t a b l i s h m e n t  o f  o f f i c e s  i n  t h e  S e c r e t a r i a t  o f  A g r i -  
c u l t u r e ,  i n c l u d i n g  an a g r i c u l t u r a l  e x p o r t  p r o m o t i o n  
o f f i c e ,  t o  p r o v i d e  p r o d u c t i o n  and m a r k e t i n g  i n f o r m a t i o n  
r e 1  a t e d  t o  n o n - t r a d i  t i o n a l  e x p o r t  c rops ,  and t o  d e v e l o p  
systems o f  g rades ,  s tanda rds  and qua l  i t y  f o r  raw and 
processed a g r i c u l  t u r a l  p r o d u c t s  ; 

- - e s t a b l  i shmen t  o f  a  n a t i o n a l  p r i c e  s t a b i  1  i z a t i o n  program 
t o  m a i n t a i n  a p p r o p r i a t e  f l o o r  p r i c e s  f o r  d e s i g n a t e d  
commodi t ies ;  

- - i m p l e m e n t a t i o n  o f  a  c o l  l e c t i o n  sys tem f o r  wa te r -use  f e e s  i n  
o r d e r  t o  p r o v i d e  adequate  funds f o r  t h e  o p e r a t i o n  and 
main tenance o f  i r r i g a t i o n  c a n a l s .  

T e c h n i c a l  A s s i s t a n c e  and t h e  per fo rmance c r  
S u p p o r t i n g  A s s i s t a n c e ,  P.L. 480 T i t l e  I and 
been used t o  b r i n g  abou t  t hese  r e f o r m s .  Fo 

i t e r i a  e s t a b l  i s h e d  f o r  
Development Loans have 

11 owing a t ho rough  



eval  u a t i o n  of  p rogress  i n  t h e s e  and o t h e r  a s p e c t s  of  a g r i c u l t u r a l  
development,  and an a n a l y s i s  o f  t h e  r equ i remen t s  f o r  f u r t h e r  t e c h -  
n i c a l  and f i n a n c i a l  a s s i s t a n c e ,  a  $10 mil 1  ion  a g r i c u l t u r a l  s e c t o r  
loan i s  planned i n  FY 1970. 

Another a s p e c t  of  r u r a l  devel opment--the communi t y  development 
procjra!n--has r e c e i v e d  s i g n i f i c a n t  s u p p o r t  from A .  I . D .  i n c l u d i n g  
an $8 .7  m i l l < o n  development loan i n  FY 1967. S i n c e  J u l y  1964 t h e  
r e s i d e n t s  of over  775 r u r a l  communi t i e s  have p a r t i  c . i i . - ~ t e d  i n  t h e  
implementation o f  1 ,975  p r o j e c t s  b e n e f i t i n g  one and a  ha1 f  mil 1  ion  
people .  A $3 m i l l i o n  development loan i s  proposed f o r  FY 1970 t o  
a s s i s t  t h e  Dominicans i n  t h e  c o n t i n u a t i o n  and expansion o f  t h i s  
h igh ly  s u c c e s s f u l  g r a s s  r o o t s  development e f f o r t .  

Education 

Technical  a s s i s t a n c e  f o r  t e a c h e r  t r a i n i n g ,  t h e  development o f  
comprehensive secondary  school s  and modernizat ion o f  u n i v e r s i t y  
e d u c a t i o n  w i l l  be l a r g e l y  r e l a t e d  t o  t h e  implementa t ion of t h e  
$12 m i l l i o n  educa t ion  s e c t o r  loan a u t h o r i z e d  i n  FY 1968. The 
major focus  w i l l  be t o  equ ip  secondary  s c h o o l s  t o  t r a i n  middle- 
l e v e l  manpower t o  meet t h e  immediate demand f o r  t r a i n e d  personnel 
i n  a  v a r i e t y  o f  f i e l d s  i n c l u d i n g  fa rming ,  a g r o - b u s i n e s s ,  i n d u s t r i a l  
s k i l l s ,  p r a c t i c a l  n u r s i n g ,  l a b o r a t o r y  t e c h n j c i a n s  and primary 
school t e a c h e r s .  Another loan o f  $3.0 m i l l i o n  i s  proposed i n  
FY 1970 t o  expand t h e  s c h o l a r s h i p  c r e d i t  program o f  t h e  Founda- 
t i o n  f o r  Educat ional  C r e d i t  e s t a b l i s h e d  i n  1968 wi th  A.I.D. loan  
a s s i s t a n c e .  The Foundation p rov ides  loans  t o  u n i v e r s i t y  s t u d e n t s  
f o r  s t u d i e s  i n  a r e a s  r e l a t e d  t o  development. 

I n d u s t r i  a1 Development 

The major emphasis of  A.I.D. Technical  A s s i s t a n c e  i n  t h e  indus-  
t r i a l  s e c t o r  w i l l  con t inue  t o  be t h e  encouragement of  p o l i c i e s  
des igned t o  improve t h e  inves tment  c l  ima te ,  develop e f f e c t i v e  
i n d u s t r i a l  and tou r i sm promotion o r g a n i z a t i o n s ,  and e s t a b l i s h  
complementary i n d u s t r i a l  p l a n t s  i n  Puer to  Rico and t h e  Dominican 
Republ i  c .  

Heal th  

Technical  a d v i s o r y  s e r v i c e s  w i l l  be provided t o  t h e  S e c r e t a r i a t  
o f  Heal th  i n  connec t ion  wi th  t h e  implementa t ion o f  a  $7.1 m i l l i o n  
development loan a u t h o r i z e d  i n  FY 1968 t o  a s s i s t  i n  t h e  f i n a n c i n g  
o f  a  nat ionwide maternal  and i n f a n t  c a r e  program. T h i s  program 
i n c l u d e s  t h e  c o n s t r u c t i o n  and remodel ing  o f  h e a l t h  f a c i l  t i e s ,  
procurement o f  equipment f o r  c l i n i c s  and t r a i n i n g  of  h e a l t h  
pe r sonne l .  

Other  

Technical  a s s i s t a n c e  wi 11 a l s o  be provided i n  c a r r y i n g  o u t  a  
country-wide  popu la t ion  and housing census  i n  1970. P u b l i c  S a f e t y  



adv iso rs  w i l l  con t inue  t o  a s s i s t  t h e  N a t i o n a l  P o l i c e  i n  improv ing  
t h e i r  a b i l  i t y  t o  c o n t r o l  c i v i l  d i s tu rbances .  I n  t h e  f i e l d  o f  
pub1 i c  a d m i n i s t r a t i o n ,  t e c h n i c a l  ass is tance  wi  11 be con t inued  i n  
t a x  and budget r e f o r m  and i n  s t reng then ing  l o c a l  government ad- 
m i n i s t r a t i o n .  

ECUADOR 

i 

PROGRAM SUMMARY 
( I n  mi l l ions of dollars) 

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

- 
f o r  p o p u l a t i o n  programs-under T i t l e  X o f  t h e  Fore ign  Ass is tance 
Act .  

Total  A.I.D. Assistance 

U.S. AID OBJECTIVES 

F Y  1970 
Proposed 

- 
. 3.9 

3.9 1 3.6 1 6.1 1 8.3 

' In  Ecuador A.I.D. p lans  t o  suppor t  such re forms as a r e  undertaken 
b y  t h e  government o f  P r e s i d e n t  Velasco I b a r r a .  The o b j e c t i v e s  o f  
t h e  program a r e  t o  ( 1  ) i nc rease  p a r t i c i p a t i o n  o f  l ower  income roups 
i n  t h e  p o l i t i c a l ,  economic, and s o c i a l  l i f e  o f  t h e  coun t ry ,  (23 
promote more e q u i t a b l e  and p r o d u c t i v e  systems o f  l a n d  use and 
extend l a n d  ownership through development o f  s e l e c t e d  crops and 
expansion o f  a g r i c u l t u r a l  coopera t i ves  and c r e d i t  un ions and ( 3 )  
encourage Ecuador 's  p a r t i c i p a t i o n  i n  r e g i o n a l  economic groups, 
such as t h e  L a t i n  American Free Trade A s s o c i a t i o n  and t h e  Andean 
Sub-regional  group. 

F Y  1969 
Estimated 

F Y  1967 
Actual 

a/ Inc ludes  q r a n t s  o f  $597,000 i n  FY 1968 and $509,000 i n  FY 1969 

PROBLEMS AND PROGRESS 

F Y  1968 
Actual  

0.6 aJ 
3.0 

D u r i  ng t h e  1  a s t  f i v e  years  Ecuador has exper ienced p o l  i t i c a l  
u n c e r t a i n t y  and has had f o u r  d i f f e r e n t  governments. The key event  
i n  1968 was t h e  r e t u r n  t o  p o p u l a r l y  e l e c t e d  government on 
August 31 . The new government has p ledged i t s e l f  t o  t h e  develop- 
ment of  Ecuador 's resources and t h e  s o l u t i o n  o f  i t s  grave s o c i a l  
and economic problems. Improvements i n  a d m i n i s t r a t i v e  s k i  11 s  and 
increases i n  f i s c a l  resources a r e  necessary f o r  s i g n i f i c a n t  ac- 
compl ishments.  

Ecuador 's  n e t  i n t e r n a t i o n a l  reserves s tood a t  $24.2 m i l l  i o n  i n  mid- 
March 1969, a  60% drop f rom t h e  December 1967 1  eve1 o f  $53.9 
m i l l i o n .  Expor ts  i n  1968 were h i g h e r  i n  va lue  than  i n  1967 b u t  
d e c l i n e d  toward t h e  end o f  1968. Meanwhile, impor ts  con t inued  a t  
a  h i g h  l e v e l .  Given t h i s  s i t u a t i o n ,  t h e  need f o r  f i s c a l  r e s t r a i n t  
i s  u rgen t .  On A p r i l  4, 1969, t h e  I n t e r n a t i o n a l  Monetary Fund 
approved an $18 mi 11 i o n  stand-by agreement f o r  Ecuador i n  suppor t  
o f  a r e c e n t l y  adopted s t a b i  1  i z a t i o n  program. 

3.5 a/ 
2.6 - 

5.2 
3.1 



The a b i l i t y  of t he  Velasco Government t o  i n t e n s i f y  economic and 
soc i a l  development programs w i l l  depend i n  l a r g e  p a r t  upon i t s  
success  i n  increas ing  budgetary revenues. For t h e  f i r s t  t ime a 
spec ia l  t ax  has been lev ied  on t h e  l a r g e  sugar  expo r t e r s .  This 
t a x  could y i e l d  up t o  $1.8 mi l l i on .  A commission has been 
appointed t o  s tudy addi t iona l  f i s c a l  i n i t i a t i v e s .  The government 
has a l s o  expressed i n t e r e s t  i n  ob ta in ing  U.S. adv i s e r s  i n  t ax  
admi17is t ra t ion.  

Agr icu l tu re  accounts f o r  about 35% of t he  coun t ry ' s  g ross  domestic 
product (GDP). In t h e  19501s ,  when t he  market outlook was good 
f o r  Ecuador's t h r e e  main a g r i c u l t u r a l  expor t  products--bananas, 
cacao, and coffee--A.I.D. supported increased production of t he se  
crops.  A .  I . D .  a s s i s t a n c e  he1 ped br ing under control  Si katoka 
d i s ea se ,  which th rea tened  t he  banana crop.  A .  I . D .  a l s o  helped 
develop new v a r i e t i e s  of higher  y i e l d  cacao p l an t s .  However, 
t h e r e  i s  now an uncer ta in  market outlook f o r  Ecuador's main crop,  
bananas, although t he  outlook f o r  cacao and co f f ee  remains good. 
By 1972 Ecuador hopes t o  become a petroleum expo r t e r ,  but  i n  t he  
in te r im the  balance of payments i s  l i k e l y  t o  r e s t r a i n  economic 
growth. 

Through both Technical Assis tance and Development Loans, A.I.D. 
has made a major con t r i bu t i on  t o  t he  i n d u s t r i a l  s e c t o r ,  and t he  
country now possesses promising publ ic  and p r i v a t e  i n d u s t r i a l  
f inance  i n s t i t u t i o n s .  The A.1.D.-supported Indus t r i a l  Development 
Center has promoted $125 mi l l i on  i n  new p r i v a t e  i n d u s t r i a l  i nves t -  
ment s i nce  1962. The na t iona l  hand i c r a f t s  marketing agency 
e s t ab l i shed  with A.I.D. a s s i s t a n c e  i s  now se l f - suppo r t i ng .  

The United S t a t e s  encourages Ecuadorean p a r t i c i p a t i o n  i n  Lat in  
American economic i n t eg ra t i on  movements, espec ia l  l y  t he  proposed 
Andean Common Market. 

THE FY 1970 PROGRAM 

Development Loans of $5.2 mi l l i on  and Technical Assis tance of $3.1 
mi l l i on  a r e  planned f o r  FY 1970. The Development Loan program 
c o n s i s t s  of a loan f o r  land drainage i n  t he  ex tens ive  Guayaquil 
slum area  and one t o  guarantee s a l e s  of a g r i c u l t u r a l  land t o  poor 
farmers .  The Inter-American Development Bank and t he  World Bank 
a r e  consider ing increased lending t o  Ecuador i n  power, a g r i c u l t u r e  
m d  development f i nance ,  i n  e f f e c t  complementing t he  A.I.D. emphasis 
on g r a s s  r oo t s  development. A P . L .  480 T i t l e  I s a l e s  agreement f o r  
approximately $4 mi l l i on  i s  a l s o  proposed a s  well a s  con t inua t ion  
of t he  P . L .  480 T i t l e  I1  program of approximately $2.2 mi l l i on .  

Grass Roots A c t i v i t i e s .  The d i s t i n c t i v e  c h a r a c t e r i s t i c  o f  t he  
A.I.D. program i n  tcuador  i s  t he  e f f o r t  t o  achieve g r e a t e r  p a r t i -  
c i pa t i on  by t he  people i n  t he  development process .  Much of t he  
FY 1970 program wi l l  be used f o r  t h i s  purpose. 



A $2..2 mi l l i on  loan w i l l  be used t o  promote wider land ownership. 
The loan w i l l  guarantee payments t o  land owners who s e l l  t h e i r  
land t o  low-income farmers .  

In a d d i t i o n ,  numerous technica l  a s s i s t a n c e  p r o j e c t s  t o  achieve 
g r e a t e r  p a r t i c i p a t i o n  i n  development w i l l  cont inue i n  FY 1970: 

--A.1 . D .  funds t o t a l 1  ing $356,000 w i l l  be used t o  a c c e l e r a t e  
the  development of r u r a l  c r e d i t  unions and production and 
marketing coopera t ives ,  w i t h  emphasis on small and medium- 
s i z e  farmers .  Eight  r i c e  coopera t ives  w i t h  over  300 members, 
44 cof fee  marketing coopera t ives  with over  300 members and 
237 c r e d i t  unions with 36,500 members have a l r eady  been 
formed. 

- -Assis tance of  $237,000 w i l l  help ru r a l  comnuni t y  groups 
t o  i d e n t i f y  development requi rements. Over 200- campesi nos 
were t r a i ned  under t h i s  p r o j e c t  i n  FY 1968. 

--A p ro j ec t  t o  involve youth i n  t h e  development process  
w i l l  rece ive  A.I.D. a s s i s t a n c e  of $100,000. Three p i l o t  
community ac t i on  p ro j ec t s  were completed i n  t h e  summer 
of 1968. 

--A.I.D. w i l l  cont inue t o  support  a nationwide family 
planning program being undertaken by p r i v a t e  groups, 
u n i v e r s i t y  medical schools ,  and t h e  Minis t ry  of Health.  
Assis tance of  $528,000 w i l l  be provided f o r  t h i s  purpose. 

--Technical Ass i s tance  of $225,000 w i  11 support  t h e  
American i n s t i t u t e  of  Free Labor Development's organi-  
z a t i ona l  work and t r a i n i n g  among f r e e  t r a d e  unions. To 
da t e  226 unions have become a f f i l i a t e d  with t h e  Ecua- 
dorean Confederation of  Free Trade Unions. 

--A.I.D. w i l l  provide $196,000 t o  cont inue primary 
educat ion c u r r i c u l a  and textbook development and 
school cons t ruc t i on  a c t i v i t i e s .  

Other A c t i v i t i e s .  Additional A.1 . D .  a c t i v i t i e s  w i l l  (1 ) provide 
continued technica l  a s s i s t a n c e  and communications and t r an spo r t a -  
t i o n  equipment t o  t he  Ecuadorean National Pol i c e ,  ( 2 )  cont inue 
support  t o  t he  Indus t r i a l  Center t o  improve i t s  e x p e r t i s e  i n  
p roduc t i v i t y ,  marketing and investment promotion, and ( 3 )  seek 
g r e a t e r  involvement i n  a c t i v i t i e s  d i r e c t e d  toward Ecuador's 
p a r t i c i p a t i o n  in  regional  economic and t r ade  pa r t ne r sh ip s .  



GUYANA 
-- - 

PROGRAM SUMMARY 
( In millions of dollars 

U.S. AID OBJECTIVES 

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

Total  A.I.D. Assistance 

A.I.D. i s  attempting'  t o  a s s i s t  t he  Government of Guyana i'n i t s  
e f f o r t s  t o  promote t h e  soc i a l  and economic i n t eg ra t i on  of i t s  
major r a c i a l  groups and t o  l ay  t he  base of s e l f - su s t a in ing  
economic growth. 

To accomplish t h i s ,  A.I.D. i s  working t o ;  

FY 1967 
Actual 

8.1 
1 . 3  

, - 
9.4 

--  modernize t h e  r i c e  i ndus t ry ,  t o  expand r i c e  expor t  
earnings 4% annual ly  and increase  a g r i c u l t u r a l  incomes; 
and 

-- reduce t h e  high r a t e  of unemployment, through expanded 
vocational t r a i n i n g ,  t he  promotion of new and expanded 
labor  i n t ens ive  e n t e r p r i s e s  and general economic growth. 

F Y  1968 
Actual 

4.7 
1.1 
2.5 
8 .3  

PROBLEMS AND PROGRESS 

Guyana has shown promising economic growth s i nce  t h e  government 
of Prime Minis te r  Burnham took ,o f f i c e  i n  December 1'964. GNP has 
increased a t  an annual r a t e  of about 8% a t  cu r r en t  p r i c e s  s i nce  

F Y  1969 
Estimated 

14.1 
1 . O  

- 

15.1 

1965. The r e tu rn  of business confidence and governinent incen t ives  
( inc lud ing  du ty- f ree  imports ,  t ax  hol idays ,  t a r i f f  concessions 
and subsidized land s i t e s )  have s t imula ted  both fo r e ign  and 
domestic p r i v a t e  investment.  A major expansion i n  t h e  American 
and Canadian owned bauxi te  indus t ry  was t h e  pr inc ipa l  new inves t -  
ment. The completion of t h i s  expansion i n  1968 led  t o  a l a r g e  
s t a t i s t i c a l  drop in  p r i va t e  investment f o r  t h a t  yea r ,  b u t  local  
p r i v a t e  investment has continued t o  r i s e .  P r i va t e  investment 
increased from 14% of G G P  i n  1966 t o  17% in  P E 7 ,  b u t  dropped 
somewhat i n  1968. 

F Y  1970 
Proposed 

6.4 
1 .3  - 
7.7 

The problem of unemployment (15-20%) has been a t tacked  i n  several  
ways with A.1 . D .  a s s i s t ance  b u t  s t i l l  remains a s e r i ous  problem. 
A technical  t r a i n i n g  school b u i l t  with A . I . D .  funds opened in  
August 19F8, and over 100 s t uden t s  a r e  a t t end ing  six-month and 
one-year courses  in  a v a r i e t y  of technical  s k i l l s  i n  demand. P 
P . L .  480 s a l e s  agreement signed in  FY 1969 wi l l  generate  local  
currency t o  cont inue labor  i n t ens ive  a g r i c u l t u r a l  works p r o j e c t s .  



The proposed FY 1970 program i n c l  udes $6.4 mi 11 i o n  f o r  Devel opment 
Loans and $1.3 m i l l i o n  f o r  Technica l  Ass is tance.  A  $500,000 

lew P.L. 480 c r e d i t  sa les  agreement may be cons idered i n  t h e  
second h a l f  o f  FY 1970. 

P.L. 480 g r a n t  w i l l  be con t inued  t o  a s s i s t  community development, 
school  l u n c h  programs and mate rna l  and c h i l d  h e a l t h  c e n t e r s .  A  
I 

h y a n a  r e c e i v e s  s u b s t a n t i a l  a s s i  s tance f rom t h e  U n i t e d  Kingdom, 
Sanada and t h e  IBRC. The U n i t e d  S t a t e s  has p r o v i d e d  an average 
2 f  o v e r  $1 0  m i  11 i o n  a  y e a r  s ince  1965 compared t o  annual averages 
3 f  $7 m i l l i o n  f rom t h e  U n i t e d  Kingdom, $3.3 m i l l i o n   fro^ Canada 
( increased t o  54 m i l  1  i o n  i n  1968).  I n  a d d i t i o n ,  t h e  IBRD p r o v i d e d  
3 total of $10.8 nil lion in FY 1968 and FY 1969 for educa t ion  and 
the p r o t e c t i o n  o f  c o a s t a l  l ands  f rom e r o s i o n  by t h e  sea. 

4 g r i  c u l  t u r e .  

I n  t h e  n e x t  few years ,  t h e  A.I.D. program \ t r i l l  concen t ra te  on 
nodern iz ing  Guyana's r i c e  i n d u s t r y ,  wh ich accounts  f o r  14% o f  
2xpor t  ea rn inas  and p r o v i d e s  a  l i v e l i h o o d  f o r  about  a  f o u r t h  o f  
the p o p u l a t i o n .  I n  FY 19E9, A.I .D. a u t h o r i z e d  a  $12.9 m i l l i o n  
levelopment Loan f o r  c o n s t r u c t i o n  o f  a r i c e  research  s t a t i o n  and 
s i x  r i c e  p rocess in?  p l a n t s .  Guyana's c o n t r i b u t i o n  towards t h e  
r i c e  modern iza t ion  p r o j e c t  w i l l  i n c l u d e  $4.5 m i l l i o n  t o  cover  
l o c a l  cos ts ,  t h e  r e h a b i l i t a t i o n  of two government-owned r i c e  m i l l s  
2 superv ised a g r i c u l t u r a l  c r e d i t  program f o r  smal l  fa rmers  t o  h e l p  
them c o n v e r t  t o  improved v a r i e t i e s ,  and r e o r g a n i z a t i o n  o f  t h e  R ice  
Cevelopment Corpora t ion .  

Technical  Ass is tance  i n  a g r i c u l t u r e ,  amounting t o  $300,000 i n  
FY 1970, w i  11 promote d i v e r s i f i c a t i o n ,  i nc reased  y i e l d s ,  and 
~ t i l i z a t i o n  o f  new lands  i n  t h e  i n t e r i o r  o f  t h e  c o u n t r y .  

l t h e r  L s s i  s tance.  

4.1.3. i s  p l a n n i n g  a  $4 m i l l i c n  Development Loan i n  FY 1970 t o  
z o n s t r u c t  t h e  Georgetown-by-pass road, a  key 1  i n k  f o r  t h e  e x i s t i n g  
road system. A  $1 m i l l  i o n  l o a n  i s  proposed t o  r e p l e n i s h  t h e  
' r i v a t e  Investment  Fund (P IF )  which a s s i s t s  i n  f i n a n c i n g  t h e  c o s t  
~f U.S. equipment needed by Guayanese p r i v a t e  e n t e r p r i s e .  
i160,@00 i n  Technica l  P s i s t a n c e  w i l l  pay f o r  a d v i s o r s  t o  a s s i s t  
t h e  Guyana Development Corpora t ion  i n  i n d u s t r i a l  p romot ion.  The 
rema in ing  Development Loan o f  $1.4 m i l  1 i o n  w i l l  be used f o r  tech -  
n i c a l  a d v i s o r s  t o  t h e  government on t a x a t i o n  and o t h e r  r e l a t e d  
programs. Other  Technica l  Ass is tance  p r o j e c t s  i n c l u d e  AIFLD 
i n d u s t r i a l  t r a i n i n g  and un ion  1  eadersh ip  a c t i v i t i e s  ($200,000), 
p r o f e s s i o n a l  t r a i n i n g  ($90,000) and pub1 i c  s a f e t y  ($208,000). 



HAITI 

PROGRAM SUMMARY 
( In mill ions of dollars) 

* Not new ass is tance.  Represents on l y  c a p i t a l  i z a t i o n  of i n t e r e s t  
on p r i o r  year  loan.  

Development L o a n s .  . . . . 
Supporting Assistance . . . 
Contingency Fund.  . . . . . 

I Tota l  A . I .D .  Assistance / 2.0 1 2.1 1 1.85 

A. I .D. ass is tance t o  H a i t i  i s  1  i m i  t e d  because a d m i n i s t r a t i v e  and 
i n s t i t u t i o n a l  weaknesses hamper H a i t i  ' s  a b i l i t y  t o  use ass is tance 
e f f e c t i v e l y .  The A.I.D. M iss ion  withdrew i n  1963 because o f  i n -  
adequate H a i t i  an coopera t i  on. 

1.5 

A.I.D. has cont inued, however, t o  c o n t r i b u t e  funds t o  a  ma la r i a  
e r a d i c a t i o n  p r o j e c t  which has been proceeding s a t i s f a c t o r i l y  unde) 
t h e  auspices o f  t he  H a i t i a n  Government and t h e  Pan American Hea l t  
Organ iza t ion  (PAHO) , w i t h  p a r t i c i p a t i o n  by UNICEF. I t  i s  be1 ieve 
t h a t  t h e  ma la r i a  t ransmiss ion  c y c l e  can be broken by FY 1970 and 
t h a t  the  program which was begun i n  1960, can be phased ou t  by 
FY 1972. 

F Y  1967 
Actua l  

0.2* 
1.4 
0.4 

FY 1970 PROGRAM 

A. I .D. Proposes t o  p rov ide  $1.3 f o r  ma la r i a  e r a d i c a t i o n  i n  FY 1970; 
PAHO, UNICEF, and the  H a i t i a n  Government a re  expected t o  c o n t r i -  
bu te  about $400,000. The ma la r i a  e r a d i c a t i o n  network m igh t  be used 
t o  p rov ide  f a m i l y  p lann ing  serv ices  i n  t h e  f u t u r e .  

FY 1968 
Actua I 

0.1 * 
2.0 

- 

I n  FY 1968 a Specia l  Development A c t i v i t i e s  Fund o f  $25,000 was 
es tab l  i shed t o  encourage smal l  , 1 ocal  se l  f -he1 p p r o j e c t s  through- 
o u t  t he  country .  Specia l  Fund a c t i v i t i e s  a re  con t i nu i ng  i n  FY 
1969 and planned f o r  FY 1970 a t  the  l e v e l  o f  $40,000 each year .  

S ince 1966, CARE Incorpora ted  has admin is tered a smal l  community 
development and f a m i l y  p lann ing  program i n H a i t i  ' s  r u r a l  nor thwest .  
The CARE program has been supported by g ran t s  f rom A.I.D. An ad- 
d i t i o n a l  g r a n t  o f  $137 thousand i s  proposed i n  FY 1970. 

F Y  1969 
Estimated 

0.05* 
1 .8 

- 

Other i n t e r n a t i o n a l  agency and t h i r d  coun t ry  e f f o r t s  i n  H a i t i  i n -  
c lude:  (1 ) UN p r o j e c t s  i n  a g r i c u l t u r e ,  ( 2 )  In ter -Amer ican Commi t t e e  
on t h e  A1 1 iance f o r  Progress (OAS/CIAP) t echn i ca l  ass is tance  i n  
educat ion, na tu ra l  resources, c i v i l  adm in i s t r a t i on ,  t ou r i sm  and 
f i s c a l  reform, and (3)  a g r i c u l t u r e - r e l a t e d  p r o j e c t s  sponsored by 
N a t i o n a l i s t  China, t he  German Federal Republ ic  and I s r a e l .  A.1 .D. 

FY 1970 
Proposed 

- 
1.5 

- 



c o n t r i b u t e d  t o  t h e  OAS/CIAP t e c h n i c a l  a s s i s t a n c e  m i s s i o n  i n  FY 1968 
pnd may p r o v i d e  a d d i t i o n a l  suppor t  t o  OAS e f f o r t s .  

JAMAICA 

PROGRAM SUMMARY 
(In millions of dollars) 

F Y  1967 
Actual 

( Total A.I.D. Assistance 1 0.7 1 1.0 I 1 - 1  1 k 5  1 

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

E Represents $275,000 i n  FY 1968 and $315,000 i n  FY 1969 i n  
r a n t s  f o r  p o p u l a t i o n  programs under  T i t l e  X o f  t h e  Fore ign  
s s i s t a n c e  Act .  

F Y  1968 
Actual 

The A.I.D. program i s  des igned t o  a s s i s t  Jamaica t o  reduce t h e  
opu l  a t i o n  growth,  p rese rve  l a w  and o rde r ,  and improve development 
01 i c i e s  and i n s t i t u t i o n s .  A1 though smal l ,  t h e  program i s  s i g n i f &  
a n t  when coupled w i t h  l o c a l  e f f o r t s  and o t h e r  a s s i s t a n c e  f r o m  

abroad. 

F Y  1969 
Estimated 

- 
, 0.7 

Economic growth,  spu r red  i n  p a r t  by  s i z e a b l e  U.S. i nves tmen t  has 
been impress ive  a t  o v e r  5% a  y e a r  (1962-67). Never the less,  unem- 
ployment, r a p i d  p o p u l a t i o n  growth and unequal d i s t r i b u t i o n  o f  
income have tended t o  impede progress and c o n t r i b u t e  t o  s o c i a l  
u n r e s t .  

FY 1970 PROGRAM 

0 . 3  
0.7 

For FY 1970, A.I.D. proposes $535,000 i n  Technica l  Ass is tance.  I n  
cases where o t h e r  sources o f  l o a n  f i n a n c i n g  a r e  n o t  a v a i l a b l e ,  
A.I.D. would be prepared t o  c o n s i d e r  l oans  which would have a  s i g -  
n i f i c a n t  i n f l u e n c e  upon Jamaican develapment p o l  i c i e s  and t h e  r a t e  
o f  Jamaican development. 

A.I.D. hous ing g u a r a n t i e s  s u p p o r t a  $15 m i l l i o n  hous ing c o n s t r u c t i o r  
program. Jamaica w i l l  a l s o  r e c e i v e  $3 m i l l i o n  i n  P.L. 480 T i t l e  I 1  
food  dona t ions  f o r  m a t e r n a l / c h i l  d  w e l f a r e  and school  l u n c h  feed ing .  

0 . 3  
0.8 

Ass is tance f rom t h e  U n i t e d  Kingdom, Canada, t h e  U n i t e d  Na t ions ,  
t h e  IBRD and p r i v a t e  founda t ions  t o g e t h e r  w i t h  Expor t - Impor t  Bank 
Loans may exceed $30 mi 11 i o n  i n  1970. 

- 
0.5 

Fami ly  P lann ing .  A. I .D. w i l l  p r o v i d e  $290,000 i n  Techn ica l  
Ass is tance  i n  FY 1970 f o r  a d v i s o r y  se rv i ces ,  t r a i n i n g  and 
c l i n i c a l  equipment f o r  f a m i l y  p l a n n i n g  t o  h e l p  Jamaica reach i t s  
goa l  o f  r e d u c i n g  t h e  b i r t h r a t e  f r o m  39 t o  25 p e r  thousand by 



1976. Lhe nwnher of fami 1 Y planning c l  i n i c s  has increased from 
50 i n  April 1968 t o  120 i n  March 1969. There i s  some evidence 
t h a t  t he  b i r t h r a t e  has  s t a r t e d  t o  dec l i ne  i n  1968. 

Agr icu l tu re .  A .  I . D .  expects  t o  provide $40,000 i n  Technical 
Assis tance i n  FY 1970 f o r  consu l t ing  s e rv i ce s  t o  i d e n t i f y  and 
analyze development p o l i c i e s  and problems t h a t  a r e  hampering 
production and c r ea t i ng  an overdependence on food imports.  

Pol i c e  Assis tance.  $50,000 i n  Technical Assis tance i s  planned 
f o r  FY 1970 t o  cont inue t o  a s s i s t  t h e  Constabulary Force t o  
enable  i t  t o  cope more . e f f e c t i v e l y  with t he  t h r e a t  of growing 
violence and crime. The A.I.D. program has been designed t o  
a s s i s t  t he  Jamaican Government i n  ca r ry ing  ou t  a major reorgani-  
za t ion  of t h e  po l ice  fo rce .  Funds budgeted by t h e  Jamaican 
Government f o r  t h e  fo r ce  increased from $7.5 mi l l i on  in  1965 t o  
over  $9 mi l l i on  i n  1969. 

PANAMA 

PROGRAM SUMMARY 
(In millions of dollars) 

I Total A.I .D. Assistance 1 35.2 1 19.6 ( 9.1 1 16.6 
a/  Includes g r an t s  ~f $471,000 i n  FY 1968 and $400,000 i n  FY 1969 - 

f o r  population programs under T i t l e  X of  t h e  Foreign 
Assis tance Act. 

Development Loans. . . . . 
Technical Assistance . . . 
Supporting Assistance . . . 
Contingency Fund. . . . . . 

U.S. AID OBJECTIVES 

In Panama, A.I.D. i s  a t tempting t o  a s s i s t  t h e  count ry ' s  e f f o r t s  
t o  cope more succe s s fu l l y  with i t s  deep-rooted problems of rap- 
i d l y  increas ing  urban iza t ion ,  inadequate school systems and low 
a g r i c u l t u r a l  p roduc t iv i ty .  A. I . D .  i s  a l s o  helping t o  improve 
publ ic  admin is t ra t ion ,  s o  t h a t  t he  government of Panama can 
e f f e c t i v e l y  manage a development program. 

I 

F Y  1967 
Actual 

22.9 
2.1 - 

10.7 

PROBLEMS AND PROGRESS 

Despite the e l e c t o r a l  campaign d i so rde r s  of April and the October 
coup d ' e t a t  which replaced Pres iden t  Arias with a m i l i t a r y  j un t a ,  
t h e  economy proved r e s i  1 i e n t  i n  1968. A1 though pol i t i  cal  i ns ta -  
b i l i  t y  probably reduced t he  r a t e  o f  growth somewhat, key i nd i ca to r s  
never the less  show t h e  s t r eng th  of  t h e  economy: GNP growth of  

F Y  1968' 
Actual 

16.3 a/  - 
3.0 
0.2 
- 

F Y  1969 
Estimated 

6 .3  a /  
2 .8  - 
- 
- 

F Y  1970 
Proposed 

13 .O 
3.6 - 
- 



5.4% i n  1968--down o n l y  s l i g h t l y  from 1967; gross inves tmen t  22% 
o f  Gross Domestic P roduc t  (GDP), same as i n  1967. The ba lance 
on goods and s e r v i c e s  improved somewhat o v e r  1966, f rom a  d e f i c i t  
o f  $39 m i l l i o n  i n  1966 t o  $31 m i l l i o n  i n  1967. 

The Government was a b l e  t o  secure l o a n s  i n  1968 and e a r l y  
1969 t o  coun te r  t h e  adverse economic and f i n a n c i a l  e f f e c t s  o f  
t h e  p o l i t i c a l  t u rbu lence .  To t h i s  end, t h e  Government n e g o t i a t e d  
two standby agreements w i t h  t h e  IMF f o r  $3 mi 11 i o n  each, and 
o b t a i n e d  $9.5 m i l l i o n  i n  s h o r t  and medium-term c r e d i t s  f rom 
p r i v a t e  banks ( m o s t l y  U.S. ) .  Desp i te  cut -backs i n  spending, 
t h e  Government had a  d e f i c i t  o f  $8 m i l  l i o n  i n  i t s  1968 o r d i n a r y  
budget  o f  $1 29 mi 11 i o n .  

Wh i le  t h e  s tandard  of  1  i v i n g  i n  Panama has improved somewhat i n  
r e c e n t  years ,  t h e  c o u n t r y ' s  progress con t inues  t o  be impeded by 
some p r e s s i n g  problems: p o p u l a t i o n  growth r a t e  i s  a  h i g h  3.3%; 
d i s t r i b u t i o n  o f  income i s  i n e q u i t a b l e ;  p r o d u c t i v i t y  i s  low; 
unemployment and under-empl oyment i n b o t h  urban and r u r a l  areas 
a r e  widespread. More than  h a l f  t h e  p o p u l a t i o n  o f  Panama City 
1  i v e s  i n  sub-standard hous ing.  Some 40,000 people  i n h a b i t  h e a v i l y  
congested s q u a t t e r  areas t h a t  s t a r k l y  c o n t r a s t  w i t h  t h e  nearby 
Canal Zone. 

FY 1970 PROGRAM 

The proposed FY 1970 A. I .D. program i s  $16.6 m i l  1  i o n ,  composed o f  
$13 m i l  1  i o n  i n  Development Loans and $3.6 m i l  1  i o n  i n  Technica l  
Ass is tance.  The World Bank i s  c o n s i d e r i n g  a  $30 m i l l i o n  l o a n  
f o r  a  150 megawatt hydropower f a c i l i t y  on t h e  Bayano R i v e r  t o  
se rve  t h e  growing needs o f  Panama City and t h e  Canal Zone. The 
In te r -Amer i can  Development Bank ( IDB) may p r o v i d e  $5.5 m i l l i o n  
i n  l oans  f o r  a g r i c u l t u r a l  c r e d i t  and v o c a t i o n a l  educat ion.  

A g r i  c u l  t u r a l  Devel opment 

A g r i c u l t u r e  remains Panama's most neg lec ted  s e c t o r .  P r o d u c t i v i t y  
and income a r e  low. A1 though a g r i c u l t u r e  employs n e a r l y  50% o f  
t h e  l a b o r  force,  i t  accounts  f o r  o n l y  22% o f  GDP. Poor a g r i c u l -  
t u r a l  incomes and 1  i v i n g  c o n d i t i o n s  a r e  f o r c i n g  a  growing number 
o f  people  i n t o  t h e  c i t i e s .  S ince  t h e  r u r a l  poor  a r e  o f t e n  unab le  
t o  f i n d  employment and adequate hous ing i n  t h e  c i t i e s ,  t h e i r  
presence adds 1  i t t l e  t o  t h e  urban economy, rep resen ts  a  d r a i n  on 
a1 ready s t r a i n e d  urban f a c i  1  i t i e s  and resources and adds t o  urban 
s o c i a l  t ens ion .  

A  r e c e n t l y  completed Rura l  Cadast ra l  and N a t u r a l  Resources Survey 
suppor ted b y  an A.I.D. l o a n  o f  $2.7 m i l l i o n  ($2.4 m i l l i o n  i n  
FY 1965 and $0.3 m i l  l i o n  i n  FY l 9 6 8 ) ,  i s  p r o v i d i n g  t h e  da ta  
necessary t o  a c c e l e r a t e  a g r a r i a n  re form and improve t a x  c o l  l e c -  
t i o n s  f rom r u r a l  p r o p e r t i e s .  



As p a r t  o f  a  na t ion -w ide  program f o r  m o b i l i z i n g  t h e  resources o f  
l o c a l  communities and b r i n g i n g  t h e  r u r a l  dwel l e r  more e f f e c t i v e l y  
i n t o  t h e  economy, A. I .D. expects t o  extend a  $1.5 m i l  1  i o n  l o a n  
f o r  Community Development i n  FY 1970. The r u r a l  segment o f  t h i s  
l oan  w i l l  a s s i s t  i n  t h e  development o f  r u r a l  coopera t i ves  and . 

l o c a l  l y  chosen communi t y  i n s t i t u t i o n s  o r  a c t i v i t i e s .  Grant- funded 
t e c h n i c a l  ass is tance  w i l l  f i n a n c e  adv iso ry  se rv i ces  i n  market ing,  
agro-business, and c rop  d i v e r s i f i c a t i o n .  

Jrban Rehab.i 1  i t a t i o n  and Devel opment 

.Since FY 1967, t h e  Government and A.I.D. have made major  e f f o r t s  
t o  improve c o n d i t i o n s  and inc rease  community p a r t i c i p a t i o n  i n  
t h e  urban areas. A. I. D. loans and g ran ts  o f  $25 mi 11 i o n  have 
suppor ted p u b l i c  works, manpower t r a i n i n g ,  community development, 
and slum r e h a b i l i t a t i o n  programs, p r i n c i p a l l y  i n  Panama City. I n  
FY 1969, A. I .D. ' s  urban a c t i v i t i e s  con t inue  w i t h  a  second urban 
development l oan  ($4.6 m i l  1  i o n ) .  

I n  FY 1970, A.I.D. p lans  t o  a s s i s t  i n  ex tend ing  urban improve- 
ment programs i n v o l  v i n g  s l  um clearance, rehabi  1  i t a t i o n  and r e -  
se t t l ement  t o  the  c o u n t r y ' s  second c i t y ,  Colon ($2 m i l l i o n  loan) .  
Through t h i s  program and an i n t e n s i f i e d  community development 
e f f o r t  i n  low income urDan and r u r a l  areas. A. I. D. hopes t o  
encourage g r e a t e r  community p a r t i c i p a t i o n  and make improvements 
i n  t h e  l o t  o f  Panama's poor.  Grant funds w i l l  p rov ide  t e c h n i c a l  
ass is tance  t o  bo th  pub1 i c and p r i v a t e  Panamanian i n s  ti t u t i o n s  
i n v o l y e d  i n  community development, coopera t i ve  and s e l f - h e l p  
housing, and urban p lann ing .  

Human Resources Deve 1  opmen t 

Although l i t e r a c y  i n  Panama i s  r e l a t i v e l y  h i g h  (78%), t h e  
c o u n t r y ' s  development has been hampered by p o o r l y  t r a i n e d  man- 
agers and l a b o r e r s  as w e l l  as by poor  p lann ing  and i n s t i t u t i o n a l  
d e f i c i e n c i e s .  A  new Nat iona l  Educat iona l  Plan, fo rmu la ted  w i t h  
A.I.D. ass is tance,  w i l l  be implemented by t h e  Government a t  a  
c o s t  o f  $28 m i l l i o n  over  11 years ,  and i s  t o  be f i nanced  i n  p a r t  
by an i n t e r n a t i o n a l  consor t ium composed o f  A.I.D., IDB and IBRD. 
The Plan p rov ides  f o r  balanced and o r d e r l y  development o f  new 
school f a c i l i t i e s  a t  a1 1  l e v e l s ,  a d m i n i s t r a t i v e  re form,  and 
b e t t e r  p lann ing  and use o f  educa t iona l  resources, p r i n c i p a l l y  
by improv ing c u r r i c u l a ,  teacher  t r a i n i n g ,  t e s t i n g  and mate r i  a1 s .  
A. I. D. expects t o  suppor t  t h i s  program i n  FY 1970 w i t h  a  s e c t o r  
l o a n  o f  $4 m i l l i o n .  I n  FY 1969 a  $1.3 m i l l i o n  l o a n  i s  expected 
t o  h e l p  t h e  Santa Mar ia  U n i v e r s i t y  w i t h  t e c h n i c a l  ass is tance  
and c o n s t r u c t i o n  o f  l a b o r a t o r i e s  and o t h e r  f a c i l i t i e s .  

Vocat iona l  manpower t r a i n i n g  and a  N a t i o n a l  Employment Serv ice,  
1  i n k i n g  t r a i n i n g  t o  employment o p p o r t u n i t i e s ,  were i n i t i a t e d  i n  
FY 1968 w i t h  A. I .D. ass is tance.  Some 800 unemployed heads o f  



f a m i l i e s  have a l ready  been t r a i n e d  du r i ng  the  experimental  
phase of the p r o j e c t .  An A.I.D. loan  o f  $2 m i l l i o n  t o  t he  I n s t i -  
t u t e  f o r  Development o f  Human Resources w i l l  p rov ide  p a r t  o f  the  
cos t  o f  expanding t h i s  program i n  FY 1970. 

Adm in i s t r a t i ve  Reform 

The Government's capac i ty  t o  mob i l i ze  the n a t i o n ' s  resources f o r  
development and manage i t s  own machinery e f f i c i e n t l y  are impai red 
by de f i c i enc ies  i n  pub1 i c  adm in i s t r a t i on .  The present  Junta 
Government professes a  s t rong  des i r e  f o r  sweeping adm in i s t r a t i ve  
improvements, p a r t i c u l a r l y  i n  the  areas o f  tax,  c i . v i l  serv ice,  
and procurement. Accord ing ly  a  loan  f o r  Pub1 i c  Admin is t ra t ion  
Reform ($3.5 m i l l i o n )  i s  be ing considered f o r  FY 1970. Grant- 
funded techni  ca l  ass is tance w i  11 increase somewhat i n  o rder  t o  
cont inue successful  e a r l  i e r  p ro j ec t s  (e.g., t a x  admi n i s t r a t i o n  
assistance, which has been i n  p a r t  respons ib le  f o r  increases i n  
revenue c o l l e c t i o n s  o f  about 15% annua l l y  s ince  1965). 

PARAGUAY 

U.S. AID OBJECTIVES 

- - pp - -p - - - - - - - - - - - 

1 

PROGRAM SUMMARY 
(In millions of dollars) 

The two p r i n c i p a l  aevelopment ob jec t i ves  o f  U.S. c o l l a b o r a t i o n  
w i t h  Paraguay are: ( a )  t o  increase p roduc t ion  o f  a g r i c u l t u r a l ,  
1  i ves tock  and f o r e s t r y  products, and ( b )  t o  upgrade t he  q u a l i t y  
o f  secondary and u n i v e r s i t y  educat ion. Concurrent ly ,  A. I .D. i s  
work ing w i t h  the i n t e r n a t i o n a l  agencies--Inter-Ameri  can Develop- 
ment Bank (IDB), IBRD and I n t e r n a t i o n a l  Monetary Fund (1MF)-- 
through the  Inter-American Committee on the A1 1  iance f o r  Progress 
(CIAP) i n  encouraging and a s s i s t i n g  t he  Paraguayan Government t o  
r e v i s e  i t s  t ax  system and improve c o l l e c t i o n  methods. 

PROBLEMS AND PROGRESS 

F Y  1970 
Proposed 

4.0 
3 4  , 

6.4 

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

Total  A.I.D. Assistance 

The Paraguayan economy has advanced s l  owly i n  recent  years. Whi l e  
Paraguay has maintained s t a b i l i t y ,  i t s  f i s c a l  inadequacy i s  a  
major  roadblock t o  growth and development. Tax y i e l d s  are i n -  
adequate t o  meet development requirements, and budgetary d e f i c i t s  

a/ Inc ludes $145,000 i n  grants  f o r  popu la t ion  programs under - 
T i t l e  X of the  Fore ign Assistance Act.  

F Y  1967 
Actual 

1.9 
, 7-7 

4.1 

F Y  1968 
Actual 

1  .O 
1 - 7  

2.7 

F Y  1969 
Eat hated  

7.7aJ 
1.8 

9.5 



are i n c r e a s i n g .  A t  t h e  same t ime  f o r e i g n  debt  s e r v i c i n g  i s  pos ing  
an i n c r e a s i n g l y  d i f f i c u l t  p rob lem and t h e r e  a re  c o n t i n u i n g  ba lance 
o f  payments pressures.  

A  s e r i e s  o f  measures have been enacted o v e r  t h e  p a s t  two years  t o  
i nc rease  revenue and improve the  a1 l o c a t i o n  o f  government 
expend i tu res .  Never the less,  a  shor tage o f  pub1 i c  sav ings f o r  
development cont inues t o  be a  problem. The p r i n c i p a l  income- 
produc ing measures enacted have been a  s a l e s  t a x  and inc reased  
stamp taxes.  Measufes t o  be taken a re  a  r e v a l u a t i o n  o f  r e a l  
e s t a t e  f o r  t a x  purposes and t h e  i n t r o d u c t i o n  o f  a  personal  income 
t a x .  There i s  n o t  y e t  enough exper ience t o  e v a l u a t e  t h e  e f f e c t i v e -  
ness o f  these measures. 

Through t h e  e f f o r t s  o f  t h e  N a t i o n a l  Wheat Commission, p r o d u c t i o n  
has inc reased  f rom 5,000 m e t r i c  tons i n  1965 t o  20,000 i n  1968, t h e  
l a t t e r  b e i n g  20% o f  c u r r e n t  wheat consumption. A.  I. D.-sponsored 
research l e d  t o  t h e  development o f  a  seed v a r i e t y  adaptab le  t o  
Paraguayan c ~ n d i  t i o n s .  A. I .  D. has a l s o  p rov ided  t e c h n i c a l  a s s i s t -  
ance, and loans t o t a l i n g  $9 m i l l i o n  ( i n c l u d i n g  a  $5 m i l l i o n  l o a n  i n  
FY 1969) t o  t h e  N a t i o n a l  Development Bank f o r  c r e d  
farmers t o  i m p o r t  a g r i c u l t u r a l  equipment, t r a c t o r s  
Local  cur rency generated f rom sa les  o f  approximate 
o f  P. L. 480 wheat has a l s o  been r e - l e n t  i n  suppor t  
program. 

FY 1970 PROGRAM 

i t  t o  wheat 
and f e r t i  1  i z e r s .  

l y  $2.5 m i l l i o n  
o f  t h e  wheat 

The proposed program f o r  FY 1970 t o t a l s  $6.35 m i l l i o n ,  o f  wh ich 
$2.35 m i l l i o n  i s  f o r  Technica l  Ass is tance and $4 m i l l i o n  f o r  
Gevelopment Loans. A c t i v i t i e s  t o  be undertaken a re  as f o l l o w s :  

A g r i c u l t u r e .  A. I. D. a g r i c u l  t u r a l  ass i s tance  concent ra tes  on 1  ower- 
i n g  cos ts  o f  p roduc t ion ,  marke t ing  and t r a n s p o r t a t i o n  t o  make 
Paraguayan p roduc ts  more competi t i ve i n  w o r l d  markets.  Only i n  
t h i s  way w i l l  Paraguay earn t h e  f o r e i g n  exchange needed t o  f i n a n c e  
development. A. I .D.  w i l l  p r o v i d e  t e c h n i c a l  ass i s tance  ($720,000) 
i n  a g r i c u l t u r a l  p lann ing,  ex tens ion ,  market ing,  coopera t i ves  
development, educa t ion  and research.  A  road  program backed by 
P. L. 480 c o u n t e r p a r t  funds has opened up p r e v i o u s l y  i n a c c e s s i b l e  
a g r i c u l t u r a l  areas. A  road f i nanced  by A. I .D. loans i s  spanning 
t h e  coun t ry  from west t o  e a s t  and w i l l  lower  t h e  t r a n s p o r t a t i o n  
cos ts  o f  b o t h  t h e  i n p u t s  and p roduc ts  o f  a g r i c u l t u r e .  I n  FY 1970 
we p l a n  t o  f i n a n c e  commodity s t u d i e s  t o  promote a g r i c u l t u r a l  
p r o d u c t i o n  and t h e  development o f  a g r o - i n d u s t r i e s ,  p a r t i c u l a r l y  
n o n - t r a d i  t i o n a l  e x p o r t  p roduc ts  f o r  which i t  appears t h a t  
Paraguay may have a  comparat i  ve advantage. 

Educat ion.  Paraguay's educa t iona l  system i s  marked by inadequate 
f a c i l i t i e s ,  a  p a u c i t y  o f  t r a i n e d  personnel  and a  system o f  educat-  
i o n a l  p r i o r i t i e s  which p rov ides  too  1  i t t l e  emphasis on p r a c t i c a l  



s k i l l s  needed f o r  development. Over 75% o f  t h e  s tuden ts  e n t e r i n g  
t h e  f i r s t  grade never  g e t  p a s t  t h e  t h i r d  grade. 

A. I. D. t e c h n i c a l  a s s i s t a n c e  ($742,000) concen t ra tes  on improv ing  
secondary and v o c a t i o n a l  p l a n n i n g  and c u r r i  c u l  um through f o u r  
r e g i o n a l  educa t ion  cen te rs .  A. I .D. a l s o  a s s i s t s  u n i v e r s i t i e s  i n  
a d m i n i s t r a t i v e  and c u r r i c u l a r  r e f o r m  and p l a n t  improvement. A  
proposed $2.0 m i l  l i o n  l o a n  would improve t h e  f a c i l i t i e s  o f  t h e  
e x i s t i n g  r e g i o n a l  c e n t e r s ,  f i n a n c e  t h e  c o n s t r u c t i o n  o f  4  a d d i t i o n a l  
cen te rs ,  p r o v i d e  v o c a t i o n a l  a g r i c u l t u r a l  equipment and t r a i n  
v o c a t i o n a l  educa t ion  i n s t r u c t o r s .  These moves would c o n t r i b u t e  
t o  Paraguay's program t o  d e c e n t r a l i z e  i t s  educa t ion  system. 

Pub1 i c  A d m i n i s t r a t i o n .  A. I .D. w i l l  a s s i s t  Paraguay t o  modernize 
and coordinate i t s  system o f  b u d g e t i n g ,  a c c o u n t i n g ,  t a x a t i o n  a n d  
p l a n n i n g  ($1  36,000). The p r i n c i p a l  c o n t r i b u t i o n  w i l l  be  made 
by a  team f rom t h e  I n t e r n a l  Revenue S e r v i c e .  

P r i v a t e  E n t e r p r i s e .  To expand t h e  r o l e  o f  p r i v a t e  e n t e r p r i s e ,  
A.I.D. w i l l  c o n t i n u e  t o  a s s i s t  t h e  P r i v a t e  Development and 
P r o d u c t i v i t y  Center,  w i t h  emphasis p laced  on c o o p e r a t i v e  e f f o r t s  
of t h e  p r i v a t e  s e c t o r  and t h e  M i n i s t r y  o f  I n d u s t r y  and Commerce 
t o  f o s t e r  e x p o r t  promot ion ($21 1,000). 

A  l o a n  o f  $2 m i l l i o n  w i l l  f u r n i s h  seed-cap i ta l  f o r  a  sav ings and 
l o a n  system. 

Popu la t i on .  I n  suppor t  o f  Paraguayan e f f o r t s  i n  research  and 
a c t i o n  programs f o r  p o p u l a t i o n  p lann ing ,  A. I .D. w i l l  p r o v i d e  
t e c h n i c a l  a s s i s t a n c e  ($200,000) f o r  f a m i l y  p l a n n i n g  and demography. 

PERU 

PROGRAM SUMMARY 
( In  mill ions of dollars) 

a/ I n c l u d e s  g r a n t s  o f  $595,000 i n  FY 1968 and $250,000 i n  FY 1969 - 
f o r  p o p u l a t i o n  programs under T i t l e  X o f  t h e  Fore ign  Ass is tance  
Ac t .  Balance o f  $57,000 i n  FY 1968 i s  n o t  new ass is tance ,  b u t  
rep resen ts  c a p i t a l  i z a t i o n  o f  i n t e r e s t  on p r i o r  y e a r  l oan .  

U. 5 A1 D  OBJECT1 VES 

Development L o a n s .  . . . . 
Techn ica l  Ass is tance  . . . 

Tota l  A . I .D .  Assistance 22.7 1 5 .5  1 4 .7  

P r e s i d e n t  Be launde 's  e l e c t i o n  i n  1963 b rough t  i n t o  o f f i c e  a  dem- 
o c r a t i  c a l  l y  chosen government i n  Peru commi t t e d  t o  a c c e l e r a t e d  
economic and s o c i a l  progress and r a i s e d  g r e a t  hopes f o r  t h e  r o l e  

3.5 

F Y  1967 
Actua l  

17.5 
, 5 .3  

F Y  1968 
Actua l  

0.7-/ a  

4.8 

F Y  1969 
Estimated 

0 . 2 ~ ~  
4 - 4  

F Y  IY70  
Proposed  

- 
3-  5 



tha t  Peru might play in the Alliance fo r  Progress. Once in pow- 
e r ,  the Be1 aunde Government concentrated on 1 arge investments in 
roads, power projects and other infrastructure projects. These 
programs, plus an extremely generous teachers ' pay bi 11, result-  
ed in public expenditures mounting f a r  more rapidly than pub1 i c  
revenues, creating a major f iscal  problem. After several years 
of repeated f rus t ra t ion in trying to get the Peruvian Congress 
to  pass needed revenue measures, Belaunde in the spring of 1968 
recei ~ e d  from the .Congress special powers t o  adopt financial and 
economic measures by decree for  a sixty-day period. After he had 
enacted a major f i sca l  reform program and had arranged a s e t t l e -  
ment of the long-standing dispute with the U.S.-owned Inter- 
national Petroleum Company ( IPC),  he was overthrown by the mili- 
tary on October 3 ,  1968. The mili tary government in i t s  f i r s t  
action on October 4 nul l i f ied  the IPC settlement. On October 9 
i t  expropriated major assets of the company. 

The Peruvian Government has not ye t  discharged i t s  obligation 
under international law to  compensate IPC for  the loss of i t s  
property, a1 though the continuation of t a l  ks and an administra- 
t ive  process being used by I P C  t o  challenge the $690 million debt 
permi t ted  deferral of suspensory action under Section 620(e) of 
the Foreign Assistance Act of 1961 (the Hickenlooper Amendment) 
and Section 408(c) of the Sugar Act. I f  t h i s  problem i s  solved 
and the Peruvian Government can demonstrate i t s  el i gi bi 1 i ty on 
other grounds, new development lending may be recommended to  rein 
force the objectives of the other U.S. programs. 

PROBLEMS AND PROGRESS 

Peru's economic growth, averaging 6.5% a year in real terms during 
1960-66, compared very favorably with other Latin American coun- 
t r i e s .  The growth in per capita GNP was s ignif icant ly  l e ss ,  how- 
ever, because of a rapid population growth ra te  of 3.1% a year. 
Although data are not current or  comprehensive, they c lear ly  sup- 
port a badly skewed dis t r ibut ion of income. Economic growth from 
1960-66 was due primarily to  the outstanding performance of the 
private sector,  which expanded export value a t  an average annual 
r a te  of about 10%. This dynamic export growth slowed in 1967 and 
1968 because of adverse trends in the foreign markets fo r  Peru's 
~ r i n c i  pal agricultural  products. 

The mi 1 i tary government or iginal ly  indicated tha t  i t  woul d carry 
on the policies President Belaunde began in June 1968 t o  reduce 
the f i sca l  d e f i c i t ,  improve the balance of payments, refinance 
outstanding foreign debts, and sharply l imi t  new external bor- 
rowings to  only high pr ior i ty  investments on appropriate finan- 
c ia l  terms. I t  has now shifted to  an expansionary policy of 
extending domestic credi t  for  specif ic  purposes which may com- 
pl i cate i t s  economi c future.  



FY 1970 PROGRAM 

The FY 1969 A. I. D. program i n c l u d e s  a  Technica l  Ass is tance program, 
implementat ion o f  p r e v i o u s l y  approved loans ,  a  T i t l e  I 1  P.L. 480 
food dona t ion  program, and an on-go ing hous ing guaranty  program. 

S u b j e c t  t o  t h e  l e g i s l a t i v e  requ i rements  o f  t h e  Fore ign Ass is tance 
Act ,  i n  FY 1970 A.I.D. proposes a  $3.5 m i l l i o n  Technica l  A s s i s t -  
ance program c o n c e n t r a t i n g  on a g r i c u l t u r e  and r u r a l  o r  community 
development, w i t h  a  secondary e f f o r t  i n  housing. A. I . D .  a l s o  
w i l l  p r o v i d e  some f o o d s t u f f  g ran ts  t o  c o n t i n u e  on-going c h i l d  
feed ing,  r e f o r e s t a t i o n  and o t h e r  human i ta r ian  P. L. 480 programs. 
P e r u ' s  food  s i t u a t i o n  i s  c h a r a c t e r i z e d  by a  growth i n  demand 
exceeding p r o d u c t i o n  growth,  l e a d i n g  t o  r i s i n g  impor ts  es t ima ted  
by t h e  Government a t  $154 m i l l i o n  i n  1969. The j u n t a  has o u t -  
l i n e d  a  s e c t o r a l  program t o  i nc rease  food  c rop  p r o d u c t i o n  by 
p r o v i d i n g  l o w e r - c o s t  f e r t i l  i z e r s ,  guaranteed p r i c e  suppor ts  f o r  
b a s i c  f o o d s t u f f s ,  t i m e l y  c r e d i t ,  an improved marke t ing  system, and 
expanded s t o r a g e  and p rocess ing  f a c i l i t i e s .  A. I. D. has f i n a n c e d  
t h e  a c t i v i t i e s  o f  Nor th  C a r o l i n a  S t a t e  and Iowa S t a t e  U n i v e r s i t i e s  
i n  Peru and p r o v i d e d  r e l a t e d  l o a n  funds t o  suppor t  " commodi t y - i n -  . . 
depth"  programs f o r  key crops such as pota toes,  beans, r i c e  and 
l i v e s t o c k .  A.I.D. has suppor ted P e r u ' s  a t tempts  t o  i n t e g r a t e  t h e  
r u r a l  masses i n t s  t h e  p o l  i t i c a l  and economic dec is ion-making 
processes. 

U.S. AID OBJECTIVES 

URUGUAY 

PROGRAM SUMMARY 
(In millions of dollars 

A. I .D. o b j e c t i v e s  i n  Uruguay a r e  t o :  (1)  a s s i s t  Uruguay t o  imp le -  
ment an e f f e c t i v e  s t a b i l  i z a t i o n  program; (2)  h e l p  modernize a g r i -  
c u l t u r a l  p r o d u c t i o n  i n  o r d e r  t o  i n c r e a s e  expor t s ;  (3) promote 
development o f  n o n - t r a d i  t i o n a l  expor t s .  

PROBLEMS AND PROGRESS 

Development Loans.  . . . . 
Technical Assistance . . . 
Contingency Fund. . . . . . 

Total A.I.D. Assistance 

The economy o f  Uruguay s t e a d i l y  d e t e r i o r a t e d  d u r i n g  t h e  l a s t  t e n  
years .  Per c a p i t a  GNP decreased 14% s i n c e  t h e  mid-1950s. T h i s  
d e t e r i o r a t i o n  took  p l a c e  i n  l a r g e  measure because o f  t h e  d e c l i n e  

F Y  1968 
Actual 

15.0 
1.3 - 

16.3 

F Y  1967 
Actual 

0.8 
1.5 
(1.4 

2.7 

i n  w o r l d  market  p r i c e s  o f  1 i v e s t o c k  p roduc ts  a f t e r  t h e  Korean War, 

72 

F Y  1969 
Estimated 

- 
1  .7 - 
1.7 

F Y  1970 
Proposed 

7.0 
2.2 - 
9.2 



d i v i d e d  a u t h o r i t y  i n  t h e  Cen t ra l  -Government ,and inc reases  i n  s o c i a l  
programs which t h e  government c o u l d  n o t  a f f o r d .  

T h i s  s i t u a t i o n  con t inued  u n t i l  mid-1968 when a  new government, 
under a  new c o n s t i t u t i o n ,  l e g i s l a t e d  and a p p l i e d  a  combinat ion o f  
t i g h t  monetary and f i s c a l  c o n t r o l s  and wage and p r i c e  r e s t r a i n t s  
which reduced t h e  r a t e  o f  i nc rease  i n  t h e  c o s t  o f  l i v i n g  t o  1.6% 
i n  t h e  second h a l f  o f  1968, a  d e c l i n e  f rom 63.7% i n  t h e  f i r s t  h a l f ,  
and f rom 136%, a  r e c o r d  f o r  t h e  coun t ry ,  i n  1967. 

The exchange r a t e  was k e p t  a t  a  r e a l i s t i c  l e v e l  by  a  d e v a l u a t i o n  
t o  250 f rom 199 t o  t h e  do1 1  a r  i n  A p r i l  1968. That  l e v e l  has been 
main ta ined by i m p o s i t i o n  o f  a  c e i l i n g  on commercial bank l e n d i n g  
and a  f r e e z e  on wages. 

The government 's program was c a r r i e d  o u t  w i t h  t h e  suppor t  o f  a  
standby agreement w i t h  t h e  I n t e r n a t i o n a l  Monetary Fund ( IMF).  The 
agreement f o r  $25 m i l l i o n  s e t  t a r g e t s  on (a )  improvement i n  n e t  
f o r e i g n  rese rves ,  (b )  maximum a1 lowab le  c r e d i t  expansion, and 
( c )  maximum a1 lowab le  c r e d i t  t o  t h e  pub1 i c  s e c t o r .  Performance 
under t h e  standby was* g e n e r a l l y  accep tab le  and $20 m i l  1  i o n  o f  t h e  
$25 mi 11 i o n  was drawn. 

A l though t h e  Government o f  Uruguay has taken t h e  s t renuous and 
d i f f i c u l t  measures needed t o  break t h e  i n f l a t i o n a r y  s p i r a l  , i t  
s t i l l  faces t h e  problem o f  r e s t o r i n g  v igo rous  economic a c t i v i t y .  
A  danger o f  t h e  s t a b i l i z a t i o n  program i s  t h a t  expend i tu re  r e s t r i c -  
t i o n s  r e q u i r e d  t o  m a i n t a i n  s t a b i l i t y  w i l l  r e s t r i c t  economic growth.  
Budgetary imbalances p r e s e n t  a  s e r i o u s  o b s t a c l e  t o  s t a b i l i z a t i o n .  
Uruguay 's  d e f i c i t  reached 18% o f  expend i tu res  i n  1967; p r e l  i m i n a r y  
da ta  i n d i c a t e  o n l y  a  somewhat l ower  r a t i o  f o r  1968. 

I n  response t o  Uruguay's problems and e f f o r t s  t o  meet them, A. I .D. 
has a s s i s t e d  i n  severa l  s e c t o r s :  w i t h  a  l o a n  o f  $15 m i l l i o n  i n  
FY 1968 f o r  impor ts  of U.S. a g r i c u l t u r a l  equipment and f o r  suppor t  
of t h e  M i n i s t r y  o f  L i v e s t o c k  and A g r i c u l t u r e ' s  ex tens ion  s e r v i c e s ,  
farm c r e d i t  ope ra t ions  and research a c t i v i t i e s ;  w i t h  two P.L. 480 
T i t l e  I s a l  es agreements s igned  i n  FY 1968; . w i t h  t e c h n i c a l  
ass i s tance  and equipment i n  suppor t  o f  educa t iona l  t e l e v i s i o n ;  
and w i t h  a s s i s t a n c e  i n  t a x  a d m i n i s t r a t i o n .  

The IMF standby agreement which ended on February 28, 1969, 
p robab ly  wi  11 be fo l l owed  soon by another .  Never the less,  
Uruguay w i l l  r e q u i r e  a d d i t i o n a l  e x t e r n a l  resources f o r  e x p o r t  
promot ion, f o r  c r e d i t  a v a i l a b l e  t o  t h e  p r i v a t e  s e c t o r ,  and f o r  
o t h e r  development programs r e l a t e d  t o  a g r i c u l  t u r a l  modern iza t ion .  

FY 1970 PROGRAM 

The proposed A.I.D. program f o r  FY 1970 i s  $9.2 m i l l i o n ,  o f  wh ich 
$2.2 m i l l i o n  i s  f o r  Technica l  Ass is tance  and $7 m i l l i o n  f o r  
p r o j e c t  1  oans , m o s t l y  concen t ra ted  i n  a g r i  c u l  t u r e .  



Agr i cu l t u re .  The FY 1968 A g r i c u l t u r a l  Sector  Loan o f  $15.0 
mi 11 i o n  was condi t ioned,  i n  p a r t ,  on general macroeconomic and 
a g r i c u l t u r a l  sec to r  performance and s p e c i f i c a l l y  on e l i g i b i l i t y  t o  
draw under the IMF standby agreement. Performance under t h i s  
loan  was deemed acceptable and two tranches t o t a l i n g  $1 1  m i l  1  i o n  
have been released. 

I n  FY 1970, A. I. D. proposes t o  emphasi ze a g r i c u l  t u r a l  development 
and product ion w i t h  p a r t i c u l a r  a t t e n t i o n  t o  t he  expo r t i ng  o f  
a g r i c u l t u r a l  commodities such as f r u i t s  and vegetables, and f rozen  
processed and pre-packaged meat t o  ne ighbor ing coun t r ies .  Advice 
and t r a i n i n g  w i l l  be o f f e r e d  i n  research and p roduc t ion  techniques, 
i n  the  use o f  market ing and process ing f a c i l i t i e s ,  and i n  expo r t  
promotion methods. 

P r o j e c t  loans t o t a l i n g  $7 m i l l i o n  w i l l  promote growth, p a r t i c u l a r l y  
i n  non- t rad i  t i o n a l  exports.  A  $4 mi 11 i o n  loan  w i l l  suppor t  an Exd 
p o r t  Expansion Fund t o  be used by p r i v a t e  e n t e r p r i s e  f o r  the  impor t  
o f  equipment, m a t e r i a l  s  and t echn i ca l  e x p e r t i  se needed f o r  improve- 
bents  i n  products f o r  t he  expor t  markets. Another l oan  o f  $3 m i l -  
l i o n  woul d  p a r t i a l l y  f i nance  a  p r i v a t e  development corpora t ion ,  
k h i c h  would he lp  mob i l i ze  l o c a l  savings and promote f o r e i g n  i n -  
vestment i n  Uruguay's p r i v a t e  sec to r .  Emphasis o f  the  l a t t e r  l oan  
would be on agro- indus t ry .  

Labor. I n  o rder  t o  s t reng then  t he  c a p a b i l i t i e s  o f  t he  f r e e  l abo r  
movement, A.I.D. w i l l  cont inue t o  suppor t  t he  American I n s t i t u t e  
f o r  Free Labor Development i n  i t s  grassroots  e f f o r t s  i n  Uruguay 
t o  improve worker ' s  educat ion and union leadersh ip  methods. 

Pub1 i c  Admin is t ra t ion .  A. I .D. techn ic ians  wi 11 p rov ide  adv isory  
serv ices  t o :  (1)  t he  M i n i s t r y  o f  I n d u s t r i e s  and Commerce t o  
s t imu la te  investment i n  t he  p r i v a t e  sec to r ;  ( 2 )  t o  t he  M i n i s t r y  
o f  Finance t o  improve t a x  adm in i s t r a t i on ,  and (3 )  t o  t he  O f f i c e  
o f  Budget and Planning t o  develop t r a i n e d  economic development 
p lanners.  

Pub l i c  Safety .  A.I.D. adv isors  t o  p o l i c e  f o r ces  w i l l  con t inue  t o  
p rov ide  t echn i ca l  ass is tance i n  p o l i c e  p a t r o l  and i n v e s t i g a t i o n .  
se lec ted  po l  i c e  s ta f f  wi 11 rece i ve  t r a i n i n g  i n  the  Uni ted-s ta tes .  



VENEZUELA 

I PROCRAM SUMMARY I 
I (In millions of dollars) I 

.a/ - Represents grants f o r  population program under T i t l e  X of the 
Foreign Assistance Act. 

The smal 1 A. I .  D. technical assistance program in Venezuela i s  not 
designed t o  a s s i s t  in major economic change, b u t  rather t o  provide 
U.S. technical knowledge where the need i s  c r i t i c a l  and the mul- 
t i p l i e r  e f fec t  will be greatest .  The program concentrates on i m -  
proving education and vocational training,  increasing the availa- 
b i l i t y  of family planning assistance and low cost housing, and 
strengthening Venezuel an pol ice  capaci ty to  maintain order. Be- 
cause of Venezuela's abil i ty t o  finance projects from other 
sources, no concessional A. I . D .  loans have been made since FY 1963. 

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

Total A.I.D. Assistance 

Because of o i l ,  Venezuela i s  the wealthiest of the Latin American 
countries. Yet with a per capita personal income of only about 
$600, i t  might be termed the l eas t  poor. 

F Y  1969 
E st imatod 

0.1 d/ 
0.9 

1 .I 

The ra te  of both growth and investment depend heavily on petroleum 
production, which accounts fo r  one-fourth of the GNP, two-thirds 
of government revenues and 90% of foreign exchange earnings. This 
dependence on a single export makes the Venezuelan economy suscep- 
t i b l e  to fluctuations in the world petroleum market and has con- 
tr ibuted to  the uneven growth and distribution of income. 

F Y  1970 
Proposed 

- 
0.9 

0.9 

f Y 1967 
Actual 

- 
, 1.4  

1.4 

Another problem i s  the 3.5% rate  of population increase -- one of 
the highest in the world. As a resul t ,  per capita GNP increased 
an average of only 1 .7% a year in 1962-67 despite a 5.3% increase 
in GNP. 

F Y  1968 
Actual 

0.4 a/ 
1.1 

1.4 

FY 1970 PROGRAM 

The proposed FY 1970 program consists of $900,000 in Technical 
Assistance primarily for  publ i c  safety ,  housing, education, and 
family planning. 

Pub1 i c  Safetv 

For seven years,  the "Armed Forces of National Liberation", trained 
and financed by Cuba, have been engaging in t e r ro r i s t  a c t i v i t i e s  
in Venezuela. Since l962', an A. I .  D. publ i c  safety- program has 
helped establ ish a unified command among police agencies, s e t  up a 



modern nat ional  po l i c e  records system,.purchased modern equipment 
and t r a i n e d  some 14,000 Venezuelans i n  methods of maintaining c i v i l  
order. The improved capabi 1 i t i e s  of Venezuel an i n t e rna l  s e c u r i t y  
f o r ce s  have curbed but have not  e l imina ted  p e r s i s t e n t  t e r r o r i s t  
a c t i v i t i e s .  In FY 1970, A.  I . D .  plans t o  provide $281 ,000 f o r  ad- 
v i so r s  t o  law enforcement agencies  and f o r  t he  t r a i n i n g  of Vene- 
zuel an pol i c e  o f f i c e r s  i n  t he  United S t a t e s .  

Housing. 

The Venezuel an Government, he1 ped by A .  I .  D. 1 oans has cons t ruc ted  
83,600 low-cost dwell ing  u n i t s .  This  program i s  'supplemented by 
A.I.D. gua ran t i e s  which a r e  expected t o  cover U.S. housing i nves t -  
ments of $40 mi 11 ion by t h e  end of FY 1969 and by a savings and 
loan system, e s t ab l i shed  with an A.I.D. loan which i s  now used by 
66,000 depos i to rs  having $62 mil l  ion i n  savings.  In FY 1970, 
A.I.D. expects  t o  cont inue the guaranty program and provide 
$40,000 i n  Technical Assis tance t o  provide a U.S. adv isor  and 
t r a i n  Venezuel ans on problems re1 a ted  t o  the guaranty and savings 
and loan program. 

Education. 

In FY 1969, t he  Venezuel an Government i s  d i s t r i b u t i n g  over 
2,000,000 f r e e  elementary school textbooks,  th ree- four ths  of which 
were developed by A.I.D. consu l t an t s .  Other consu l t an t s  a r e  de- 
vel opi ng Venezuel a ' s  f i rst  col 1 ege-1 eve1 c u r r i  cul um designed t o  
t r a i n  secondary school t eachers  i n  i n d u s t r i a l ,  commsrcial and 
a g r i c u l t u r a l  s k i l l s  and home economics. A.I.D. plans t o  provide 
$300,000 i n  Technical Ass i s tance  i n  FY 1970, p r imar i ly  t o  con- 
t i n u e  s e rv i ce s  of t h e s e  consu l t an t s  i n  vocat ional  and secondary 
educat ion.  

Fami l y  Pl anni ng. 

In  FY 1970, A.I.D. plans t o  provide $137,000 t o  sponsor demographic 
s t u d i e s  and family planning '  programs i n  conjunct ion with 1 ocal 
groups. 

EASTERN CAR1 BBEAN REGIONAL 

PROGRAM SUMMARY 
(In millions of dollars) 

FY 1970 
Proposed 

6.0 
0.1 

6.1 

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

Total  A.I.D. Assistance 

FY 1968 
Actual  

- 
0.05 

0.05 

FY 1967 
Actual 

- 
. - 

- 

FY 1969 
Estimated 

- 
0.05 

0.05 



The Eastern Caribbean encompasses Barbados, which became independ- 
ent in 1966, and the Engl ish-speaking Windward and Leeward Islands. 
A. I . D .  does not have. nor does i t  foresee, any bilateral  programs 
in th i s  area. However, the United States strongly favors the re- 
gional cooperation required for the economic viabi l i ty  of the 
islands of the Eastern Caribbean. Our role i s  small re la t ive  t o  
other donors such as the United Kingdom, Canada and the United 
Nations, whom we encourage t o  increase the i r  assistance programs. 

Early in 1968, the Governments of the area established a Regional 
Development Agency and employed a Secretariat  as f i r s t  steps to- 
ward coordi nated regional development pl anni ng. Duri ng FY 1969, 
A.I.D., through a Census Bureau PASA, i s  helping the Regional 
Development Agency to improve the collection of data on tourism 
and external trade,  to i n i t i a t e  household sample surveys of 
population and manpower, and 'to t ra in  local personnel in s t a t i s t i c s  
and survey techniques. The f i r s t  phase of an A.  I .D.-financed tour- 
i sm pl anni ng study i s  nearing compl etion. Fol 1 ow-on technical 
assistance ac t iv i t i es  in FY 1970 will also be centered upon tourism, 
which i s  the principal expected source of economic growth in t h i s  
area. A.I.D. investment guaranties covering investments in tourism 
are in effect  and applications have been received. 

With United Nations Development Program ( U N D P )  assistance, the 
English-speaking areas of the Caribbean qre expected to organize a 
Caribbean Development Bank in 1969. The members of the Bank will 
be the eight islands of the Eastern Caribbean, Trinidad and Tobago, 
Guyana, and possibly Jamaica and the Bahamas, plus Canada and the 
United Kingdom. The Bank will be capitalized a t  about $50 million, 
with the countries of the area providing 60% of the capital and the 
U n i t e d  Kingdom and Canada t o g e t h e r  p r o v i d i n g  40%. 

In FY 1970, the Uni.ted States proposes to lend- the Bank approxi- 
mately $6 mil 1 ion to  provide additional funding. While the 
United States will not have an equity participation in the Bank 
th i s  loan will provide the United States with an opportunity to  
advise on policies and operations of the key financial ins t i tut ion 
in the area. Additional subsequent loans over several hears are 
expected, again paralleling U . K .  and Canadian ~ a r t i c i p a t i o n ,  fo r  a 
total U.S. assistance of about $15 million. 



PROPOSED FY 1970 PROGRAM 
(Thousands of  Do1 1 a r s )  

Country 

L A T I N  AMERICA 

TOTAL. . . . . . .  
Cont r i  b u t i o n s  t o  I n t e r -  

Amer ican  O r g a n i z a t i o n s .  

3 e g i o n a l  Programs.  . . .  
A r g e n t i n a .  . . . . . . .  
B o l i v i a .  . . . . . . . .  

. . . . . . . . .  B r a z i  l 

CENTRAL AMERICAN 
ECONOMIC COMMUNITY: 

R e g i o n a l  O f f i c e  o f  
C e n t r a l  A m e r i c a  and . . .  Panama (ROCAP) 

C o s t a R i c a .  . . . . .  
E l  S a l v a d o r .  . . . . .  

. . . . . .  Guat ema I a. 
Hondu r a s  . . . . . . .  
N i caragua .  . . . . . .  

. . . . . . . . .  C h i l e .  . . . . . . . .  C o l o m b i a  
D o m i n i c a n  R e p u b l i c  . . .  
Ecuador .  . . . . . . . .  
Guyana . . . . . . . . .  
Hai  t i .  . . . . . . . . .  
Jamaica.  . . . . . . . .  
Panama . . . . . . . . .  
Paraguay  . . . . . . . .  
P e r u  . . . . . . . . . .  
Uruguay.  . . . . . . . .  
Venezue l a. . . . . . . .  
E a s t  C a r i  bbean R e g i o n a l  

P  r o g  rams. . . . . . . .  
Program S u p p o r t ,  I n t e r -  

r e g i o n a l  A c t i v i t i e s ,  

Research  & Sec.21 l ( d )  . 

Tota l  

Type o f  Assistance 

A l l i a n c e  f o r  Progress 

Devel opmen t 
Loans 

Techn i cal 
Ass I stance 
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