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CLASSIFICATION OF VOLUME 

This year A.I.D. i s  presenting i t s  funding proposals i n  .one volume. The c las s i f i ed ,  loose-leaf volume e n t i t l e d  "Proposed 

Mutual Defense and Development Programs - FY 1965" provides t h e  Congress the  long-term a i d  objectives of A.I.D. and t h e  FY 1965 

economic ass i s t ance  programs proposed fo r  various countries,  including frank evaluations of the  p o l i t i c a l ,  economic and s o c i a l  s i t u -  

a t ions  exis t ing i n  these  countries.  Such candid judgments by t h e  U.S. Government of foreign governments cannot be published on an 

unclass i f ied  bas is .  It i s  e s sen t i a l ,  however, t h a t  spec i f i c  country a i d  proposals and re la ted evaluations be made ava i l ab le  t o  t h e  

Congress i n  order t o  inform them of t h e  foreign policy i n t e r e s t  underlying t h i s  a i d  request ,  a s  wel l  a s  spec i f i c  information f o r  t h e  

various country a i d  proposals themselves. Security c l a s s i f i ed  portions of the  narra t ive  and amounts a r e  shaded. A l l  o ther  mater ia l  

i s  unclass i f ied .  

For general  information, a completely unclass i f ied  book e n t i t l e d  "Proposed m t u a l  Defense and Development Programs - FY 1965" 

has a l s o  been prepared fo r  the  convenience of a l l  members of Congress. This book, of course, excludes country a i d  proposals, s t a t i s t i -  

c a l  data  and other  c l a s s i f i e d  material .  
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MUTUAL DEFEmSE AND DEVELOPMENT PRCGFLAMf3 

Since World War 11, the United States has conducted program of 
economic and military assistance t o  other countries i n  recognition 
of the fac t  that  our own seeurity depends, i n  large degree, on the 
strength of other free nations, and i n  affirmation of our moral 
conviction that  the r ich should help the poor. 

In those nations where other people are willing t o  defend the i r  
independence against Comnmist agression or subversion, where the 
governments and t he i r  c i t izens are trying t o  eradicate poverty, 
misery and disease, it i s  plainly i n  our interest t o  help. A 
world of independent nations able t o  secure a decent measure of 
economic and social  progress fo r  t he i r  people is the  kind of world 
i n  which our own freedom and our own hopes are safest .  

Progress Since World War I1 

We seek t o  create tha t  kind of world through our foreign assistance 
programs. We are f a r  from achieving it yet, but we have come a 
distance i n  company with other nations since World W a r  11, through 
times t ha t  seemed more dangerous and uncertain than those we face 
today . 
In  1948 when the Marshall Plan began, Greece was wracked by c i v i l  
war, Western Europe was near economic collapse and Cormrmnist con- 
t r o l ,  Japan was s t i l l  i n  ruins, and Turkey, nearly bankrupt, faced 
Soviet Russian demands for  surrender of two prwinces. 

rings village hamlets, and radio phones made i n  the United States 
summon help when the Viet Cong attack a t  night. Young A.I .D.  
technicians who know f i r s t  aid, how t o  grow more cabbages and 
ra i se  be t te r  pigs, help give the vi l lagers  a be t te r  l i f e  t o  fight 
for,  a stake i n  the future of t he i r  own country. 

In Thailand, facing a serious threat  of Cmmunist i n f i l t r a t i on  i n  
border provinces whose people have known the national government 
only as a tax collector,  A.I.D. helps build connecting roads, and 
t ra ins  Thai Government of f ic ia l s  who w i l l  build schools and hos- 
p i t a l s  and c a r y  out community development programs. 

Time presses i n  Africa, too, where new governments struggle fo r  
s t ab i l i t y  with c r i t i c a l  shortages of trained manpower and prob- 
lems that  range from t r i b a l  divisions t o  trouble makers from Red 
Chiqa. In Nigeria, Africa's most populous country, our assistance 
backs a serious, well-planned development effort  and provides, 
among other things, teams from four American universities t o  help 
expand and reshape the en t i re  educational system. In Kenya, facing 
the urgent need for  more African of f ic ia l s  t o  replace British c i v i l  
servants going home, A.I.D. helps s t a f f  public administration t ra in-  
ing courses t o  f i l l  the gap. 

The Latin American Challenge 

In  Latin America, the shadow of Communist Cuba hangs as  a threat  
over countries riven by the h is tor ic  gulf between the very r ich 
and the very poor, and trying, a t  "one minute t o  midnight" t o  
bridge that  gulf with reforms, se l f  -help and development within 
the Alliance for  Progress. A.I.D. loans for  programs such as 
housing, power, water supply and road construction, and A.I.D. 
technical assistance i n  education, the development of cooperatives 
and agricultural eAension and other ac t iv i t ies  back the e f for t s  

A decade or more ago, when we shifted our economic aid t o  the 
developing nations of Asia, Africa and Latin America, the Republic 
of China on Taiwan was not a success story but a question mark, the 
Communist-led Huks controlled much of the Philippines, and the faint-  of our Latin American neighbors t o  help themselves. 
hearted predicted tha t  development of free India would f a i l  and a l l  
Asia wcnild bow t o  the triumph of forced growth i n  Conmnrnist China-- We have no lack of challenges--in the Middle East, i n  Korea, a t  
a triumph tha t  never happened. our own backdoor i n  the Caribbean. We also have no reason, 

given the resu l t s  of patient and intel l igent  e f for t  t o  date, t o  
New Uncertainties shrink from those challenges. 

Today we face new uncertainties i n  a world s t i l l  turbulent and 
dangerous. In Southeast Asia the b i t t e r  fight against the Viet 
Cong continues with i t s  outcome s t i l l  unknown. We do what we can-- 
backing the  military assistance effort ,  A.1.D.-tiupplied barbed wire 
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Millions Changes i n  t h e  Foreign Assistance Program 
of Dollars 

As our challenges have changed, so has our assistance program. 

TREND OF 
1,250 - 

ECONOMIC I 
ASSISTANCE ,,mo I\ ---- 

AID and -- 

Predecessor Agencies 
500 7501\ 

-Latin America-. - t k F a r  East 
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(Proposedl 

Fiscal Years 

-- Fifteen years ago, 86% of our assistance went t o  Western 
Europe and Japan. Today, those countries are thr iving on 
t h e i r  own and receive none of our economic a id  (and l i t t l e  
of our mil i tary a id) .  Instead, U.S. economic a id  today 
i s  directed t o  the  underdeveloped countries of Latin 
America, Asia and Africa. Military a id  goes primarily t o  
those countries on the  rim of the  Sino-Soviet bloc. 

-- Ten years ago, most of our aid was mil i tary assistance. 
I n  1954, 60% of the  a id  program went f o r  mil i tary equip- 
ment and t ra ining.  Today, with the  f ree  world's mil i tary 
strength b u i l t  up, the  great bulk of our a id  i s  economic-- 
nearly 70% of the t o t a l  request f o r  FY 1965. 

-- Five years ago, we provided most of our economic a id  on a 
grant bas i s  (two-thirds of the  t o t a l  i n  1959). Today, 
t h a t  i s  reversed and two-thirds of A.I.D. assistance t o  
countries i s  financed by loans, repayable i n  dol lars .  

USE0 FOR US. GOODS 
,.'/ ~.~................. ..'.'. . .:,,::, .... ,:.:.:. .... OBLIGATIONS BASIS I:::.: I ............................. I I . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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-- Five years ago, economic a id  do l l a r s  were spent t o  buy 
services ,  equipment or goods wherever in t h e  world pr ices  
were lowest. Less than half  of a id  dol lars  were spent i n  
t h e  United Sta tes .  Today, i n  response t o  t h e  U.S. balance- 
of-payments problem, most a id  do l l a r s  can be spent only 
f o r  U.S. goods and services,  even though i n  some cases the  
p r ices  are  higher. More than 80% of the funds appropriated 
f o r  A.I.D.'s work i n  FY 1964 i s  being committed fo r  the  
purchase of U.S. goods and services.  The percentage w i l l  
be even higher i n  FY 1965. 

Changes i n  Fiscal  Year 1965 

More changes are  proposed i n  the program presented here fo r  FY 
1965. These changes r e f l e c t  decisions by the  President, based 
on comments by the  Congress and a reappraisal  of the  programby 
an interdepartmental committee. 

The FY 1965 program w i l l :  

-- provide more economic a id  fo r  long-term development and 
l e s s  f o r  current budget support; 

-- emphasize the  t r ans i t ion  of developing countries t o  s e l f -  
support wherever possible; 

-- increase reliance on pr ivate  enterprise f o r  development, 
and extend the use of pr ivate  resources i n  the  A.I.D. pro- 
gram; and 

-- t igh ten  the  management of foreign assistance.  

The FY 1965 Mutual Defense and Development Program t o t a l s  about 
3.5% of t h e  currently proposed Federal Budget, and l e s s  than s ix-  
t en ths  of 1% of the  estimated Gross National Product (GNP) f o r  
1964. I n  comparison, the foreign ass is tance program f o r  1949 
to ta led  about 2% of the  U.S. GNP a t  the  time. 

FOREIGN ASSISTANCE ACT EXPENDITURES AS A PERCENT 

% 
OF U S .  GROSS NATIONAL PRODUCT 

2 0 - - - 

0 
1949 '50 '51 '52 '53 54 55 56'57 '58 '59 '60 '61 '62 '63641 

Fiscal Years Est 

More Eknph&sis on Long-Range Development 

A.I.D. does i t s  work with three  basic  tools :  ( a )  Development 
Loans; (b)  Technical Cooperation and Development Grants; and 
( c )  Supporting Assistance funds. 

These funds are  appropriated separately by the  Congress and each 
is  used by A.I.D. f o r  a d i f fe ren t  purpose. 

A.I.D. uses Development Loans t o  provide goods and services needed 
by the  less-developed countries t o  bu i ld  the  cap i t a l  base f o r  
economic progress. Development Loans a re  used t o  finance, for  
example, roadbuilding equipment, replacement pa r t s  f o r  f ac to r ies ,  
generators f o r  power plants ,  construction equipment and pumps fo r  
i r r i g a t i o n  projects;  the  services of U.S. engineering and con- 
s t ruc t ion  firms t o  design and bui ld  needed roads, dams, or  fac- 
to r i es ;  and c a p i t a l  for  i n d u s t r i a l  development banks or  f o r  agr i -  
cu l tu ra l  c red i t  programs through which farmers c$n &ante bet& 
seed, f e r t i l i z e r ,  and equipment. 
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A.I.D. uses Technical Cooperation and Development Grant funds 
pr incipal ly  t o  h i r e  experts and technicians t o  help other countries 
t r a i n  teachers,  heal th  workers, agr icul tural  extension agents, and 
other sk i l l ed  persons needed t o  achieve economic progress. Experts 
and technicians are  hired d i rec t ly  by A.I.D. or obtained by con- 
t r a c t  with American Universit ies,  businesses, cooperatives, and 
other organizations t h a t  have the  needed know-how. These funds 
are  a l so  used i n  part  t o  pay f o r  goods and equipment needed i n  
technical assistance--textbooks f o r  a demonstration school f o r  
example, o r  DDT f o r  a malaria control program. 

Supporting Assistance funds, on the  other hand, a re  not directed 
primarily toward development but toward survival. These funds are 
used t o  keep a country a f loa t  i n  an emergency, generally by paying' 
f o r  necessary imports. 

Most Supporting Assistance funds are  used i n  coordination with 
mil i tary ass is tance t o  strengthen the  military-economic position 
of countries on the  f r inge of t h e  Communist bloc. Vietnam, s t i l l  
f ight ing f o r  i ts  l i f e ,  i s  the  l a rges t  recipient,  and i l l u s t r a t e s  
the  use of Supporting Assistance funds i n  the  common defense e f fo r t .  

The Shif t  t o  Development 

F'Y 1965 w i l l  be a bench mark i n  the  his tory of U.S. foreign a s s i s t -  
ance. 

For the  f i r s t  time since we shif ted our e f fo r t s  from European 
recovery t o  t h e  developing countries of Asia, Africa, and Latin 
America, t h e  United States  w i l l  devote more t o  development a s s i s t -  
ance than t o  mi l i t a ry  and supporting assistance combined. 

-- In 1961, Development Loans and Technical ~oo~era t ion /Deve l -  
opment Grants accounted f o r  l e s s  than one-fourth of our 
foreign a id  program, including mil i tary assistance. I n  FY 
1965, funds f o r  development assistance w i l l  exceed funds 
programmed f o r  mil i tary and supporting assistance by about 
$100 million. 

Less Supporting Assistance 

The reduction i n  Supporting Assistance has been rapid and dramatic. 
Total requirements have been cut from more than $1 b i l l i o n  i n  1960, 
t o  the  $349 million program proposed f o r  F'Y 1965. 

-- In FY 1960, $420 million i n  supporting grants (then cal led 
Defense Support and Special Assistance) went t o  1 4  coun- 
tries--Afghanistan, Greece, Iran, Israel ,  Pakistan, Turkey, 
Guatemala, the  Republic of China, Philippines, Libya, 
Tunisia, Iceland, Spain and Yugoslavia-for which no Sup- 
porting Assistance i s  proposed i n  FY 1965. - 4 
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MUTUAL DEFENSE AND DJiVlLOPMENT PROGRAMS -L 
Concentrating Our Assistance Self-help means carrying out po l i c ies  needed t o  mobilize and use 

the  country's own resources better--improved administration, sound 
The proposed 1965 program w i l l  continue and intensi fy  the  concen- f i s c a l  po l i c ies ,  b e t t e r  revenue col lect ions ,  f a i r e r  t a x  laws, pro- 
t r a t i o n  of ass is tance i n  a l imi ted number of countries.  Nearly grams t o  increase agr icu l tu ra l  productivity--whatever measures a re  
9076 of A.I.D.'s d i rec t  ass is tance w i l l  go t o  25 countries.  within the  capabi l i ty  of the  recipient  country t o  take t h a t  w i l l  

I n  FY 1965 about 60% of A.I.D. development ass is tance,  and 
two-thirds of all planned Development Loans (including 
Alliance f o r  Progress loans) w i l l  go t o  seven countries 
with sound development plans and a record of performance 
on sel f -help  and reform--Chile, Colombia, Nigeria, Tunisia, 
Turkey, Pakistan and India.  

I n  FY 1965 about 80% of planned Supporting Assistance w i l l  
go t o  four countries--Korea, Vietnam, Laos and Jordan. 

More Ehphasis on Self-Help and Reform 

The 1965 program continues emphasis on self-help by recipient  coun- 
t r i e s .  The United Sta tes  cannot afford t o  provide a id  t o  spare 
others from taking the  d i f f i c u l t  measures needed t o  assure growth. 
We condition our assistance on performance by a i d  recipients .  

Our he lp  i s  not "free" i n  providing equipment, imported materials,  
or  experts; we expect the  recipient  country t o  share the  costs  of 
development projects  i n  which we a s s i s t .  

These a r e  examples of how costs  a re  shared in t h e  A.I.D. program: 

-- To the  Philippines malaria control  program, which has cut 
annual incidence from 2,000,000 t o  31,000 cases,  and deaths 
from 12,000 t o  none, A.I.D. contributed $5.5 mil l ion f o r  
Dm, spray equipment, technicians and t r a in ing ,  and the  
Government of the  Philippines contributed $13.8 mil l ion f o r  
s t a f f ,  administration and s a l a r i e s  for the  spray teams and 
Philippine technicians. 

-- Taiwan's Shihmen dam project ,  which now provides clean 
water f o r  100,000 persons, flood control and i r r i g a t i o n  
fo r  140,000 acres of r i c e  land, and an e l e c t r i c  generating 
capacity of 90,000 kilowatts,  was financed by $37 mil l ion 
from A.I.D. fo r  U.S. equipment, engineering and construction 
services,  and $35 mil l ion from t h e  Republic of China f o r  
labor,  materials and other l o c a l  costs. 

-- In Latin America's "self-help" housing projects ,  A.I.D. 
ca r r i e s  30% of the  cost  (concrete mixers, wheelbarrows, 
other t o o l s  and technical  assistance),  t h e  l o c a l  government 
c a r r i e s  30% (land, s i t e  development, u t i l i t i e s ,  building 
materials,  administration) and t h e  eventual owners carry  
40% of the  cost  by providing the  labor themselves. 

speed the  process of development. 

Increasingly, A.I.D.'s programs of ass is tance t o  countries a re  
re la ted t o  what the  countries a re  doing f o r  themselves under t h e i r  
own development programs, and U.S. a id  i s  made avai lable  side-by- 
side with the  successful achievement of a country's own develop- 
ment objectives.  These a re  outstanding examples of self-help 
measures : 

-- I n  11 Latin American countries,  programs a re  under way t o  
increase t a x  col lect ions  under ex i s t ing  t a x  laws i n  several  
cases with t r a in ing  and advisory help from A.1.D.-financed 
U.S. In te rna l  Revenue Service experts. 

-- In India,  Pakistan, Chile and several  other aided coun- 
t r i e s ,  t a x  laws were enacted during the  past  year increas- 
ing taxes substant ia l ly  and, with t h i s ,  increasing the  
contribution by the  people of these  countries t o  t h e i r  
own economic development. 

-- In  Korea, Laos and t h e  Congo, major f i s c a l ,  budgetary and 
administrative reforms were carr ied out i n  1963 t o  con- 
serve scarce foreign exchange and insure t h a t  it was spent 
only f o r  e s s e n t i a l  imports. 

Climate fo r  Investment 

Self-help a l so  means doing what can p rac t i ca l ly  be done t o  encour- 
age pr ivate  investment from abroad. In  the  Foreign Assistance Act 
of 1963, the  Congress emphasized the  importance of Investment 
Guaranty agreements i n  developing countries a s  an indication of 
se l f -help  e f fo r t .  

-- In  55 countries where A.I.D. currently conducts ass is tance 
programs, investment guaranty t r e a t i e s  with the  United 
Sta tes  a re  i n  e f fec t .  Eight new agreements were signed 
i n  1963, and 12 countries broadened t h e i r  o r ig ina l  guar- 
anty agreements. We a re  continuing t o  seek addi t ional  
agreements. 

Continued Rnphasis on Latin America 

The FY 1965 program continues t h e  emphasis on Lat in  America i n i t i -  
ated under t h e  Alliance fo r  Progress. 

-- k i n g  the  12 years from 1948 t o  1960, U.S. a i d  ( l a rae lv  
technical ass is tance)  t o   ati in America 
2% of t h e  t o a l  economic ass is tance pro s 
than 676 of our economic a i d  e f f o r t  was 
America. 
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-- In the proposed FY 1965 program, more than 23$ of A.I.D. 
economic ass is tance funds w i l l  go t o  Latin America fo r  
development under the  Alliance f o r  Progress. 

The s t r e s s  on Latin America under the  Alliance is  shown i n  sharpest 
r e l i e f  by comparisons i n  per capi ta  terms. In terms of a i d  per 
capi ta ,  t h e  increase i n  Latin America has been from 53 cents i n  FY 
1960 t o  $2.59 i n  FY 1965. This i s  by f a r  t h e  highest per cap i ta  
concentration of any region. 

Aid from Other Donors 

ELeven other f ree  world countries ( t en  of whom once received U.S. 
economic a id )  now conduct a id  programs of their  am. Together, 
these other a id  donors committed about $2-1/2 b i l l i o n  i n  economic 
a i d  t o  developing countries i n  1962. On an expenditure basis ,  the  
a i d  programs of other donor nations have doubled since 1956. 

Like the  United States ,  the  other donors provide much of t h e i r  
a i d  on a loan basis .  In general, t h e i r  terms are  harder than 
ours--higher i n t e r e s t  r a tes ,  and shorter  maturit ies.  The growing 
debt service burdens of the  less-developed countries - -a few spend 
a s  much as  35% of t h e i r  export earnings t o  pay off  foreign debts-- 
make it imperative t h a t  a id  donors s e t  the  terms of t h e i r  loans 
with due regard t o  the  repayment capacity of the recipient  
countries. 

The Development Assistance Committee of t h e  OECD, t o  which the  
United States  and other major donors belong, agreed on t h i s  i n  
1963 and some progress has been made, pa r t i cu la r ly  by t h e  United 
Kingdom, Canada, and Germany. 

-- Bri ta in  has announced a new policy permitting loans up t c  
30 years maturity with an i n t e r e s t  waiver provision which 
effect ively lowers the  6% i n t e r e s t  r a t e  on a long-term loan 
t o  about 3$. 

-- Canada, i n  addition t o  continuing a substant ia l  grant pro- 
gram, i s  es tabl ishing a s o f t  loan program with terms com- 
parable t o  those of the  Internat ional  Development Associ- 
ation--50 years maturity, 3/4$ i n t e r e s t  and 10 years grace. 

-- In  1963, Germany made i ts  f i r s t  loans f o r  25 and 30 years.  

1962 BY DONOR COUNTRY 

Franc. 
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The Transition t o  Self-flysport 

Since the  beginning of t h e  Marshall Plan i n  1948, 17 countries have 

TOTAL - $1.961 M ~ I V D ~  
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Normy and P m l g  

moved f romthe  need f o r  economic a id  under the  Foreign Pssistance 
Act o r  predecessor l eg i s la t ion  t o  self-support--14 Western European 
nations, Japan, Yugoslavia and Lebanon. In each case, a id  programs 
could be concluded because they were successful i n  laying the foun- 
dations f o r  economic progress and self-support. But i n  no case was 
t h e  t rans i t ion  t o  s e l f  -support an abrupt, mechanical. event. 

I n  Europe, fo r  example, Marshall Plan a id  t o  most countries, in- 
cluding France, West Germany, I t a l y  and the U.K., was ended by 
1955. A s  these countries regained t h e i r  economic health,  s o f t  
loans and grants were no longer necessary. But t h i s  did  not 
diminish U.S. i n t e r e s t  i n  these countries,  our desire  t o  see them 
make progress or our wish t o  maintain strong t i e s  with them. 

U.S. mil i tary assistance t o  bui ld  up the  defensive shield  of the  
North Atlantic Treaty Organization continued. Other U.S. Govern- 
ment programs such as  long-term loans from t h e  Export-Import (EX-%) 
Bank and sa les  of U.S. surplus food under t h e  Agricultural Trade 
and Expansion Act remained available.  

-.- r r e  
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Now t h a t  the  Western European nations are  able t o  finance t h e i r  
own defense needs, our mi l i t a ry  ass is tance programs the re  are  
ending. But we r e t a i n  close t i e s  with our a l l i e s  i n  Western 
Europe and continue many other programs of mutual cooperation i n  
t r ade  and investment, c u l t u r a l  and technical  interchange, and 
scholarship exchanges such a s  those under the  Fulbright-Hays Act. 

The t r a n s i t i o n  t o  self-support  has not marked the  end, but the  
continuation of a deep mutual concern and interchange. 

Beginninas of Development Aid 

Most of t h e  t r a n s i t i o n s  t o  date have involved indust ra l ized nations 
t h a t  needed help  t o  rebui ld  a f t e r  World War 11. In  Asia, Africa 
and La t in  America, where the  problem i s  not recovery but develop- 
ment, t h e  l a s t  decade has seen the  beginning of economic a id  pro- 
grsms ra the r  than the  ending of a id .  The rapid emergence of new 
nations has s t ead i ly  increased the  number of countries t o  which 
we considered it important t o  provide assistance.  

For the  f i r s t  time, the  t r a n s i t i o n  t o  self-support i s  now under 
way i n  a number of countries where development has been t h e  
challenge, ra ther  than recovery. In  some, it has already been 
re f l ec ted  within t h e  A.I.D. program, by diminishing l e v e l s  of 
ass is tance,  t h e  completion of technical  assistance programs, and 
the  hardening of A.I.D. loan terms. Technical ass is tance t o  
Greece and t o  I s rae l ,  f o r  example, was concluded i n  1962. In 
both these  countries and other nations where economic progress 
has been subs tan t i a l ,  A.I.D. loan i n t e r e s t  ra tes  

Moving From Development Aid 

The tra,nsit ion from A.I.D. economic help  t o  more 
resources of finance such as  Ex-Im Bank lending, 
lending and p r iva te  investment, i s  now under way 
countr ies  where A.I.D. conducts programs. 

Most of t h e  countries now i n  t r a n s i t i o n  a r e  f a s t  

have been r i s ing .  

conventional 
World Bank 
i n  a t  l e a s t  1 4  

approaching the  
point where they can r e l y  e n t i r e l y  on conventional sources of 
t echn ica l  and c a p i t a l  a id ,  including pr ivate  investment from 
abroad. As they reach t h a t  point ,  some w i l l  s t i l l  remain e l i g i b l e  
f o r  o the r  U.S. program such a s  surplus ag r i cu l tu ra l  commodity 
c red i t  s a l e s  and m i l i t a r y  ass is tance.  

In a few cases, t h e  t r a n s i t i o n  is  now i n  order because other  coun- 
t r i e s  have assumed t h e  major a i d  burden, o r  because rec ip ien t s  
have found new resources t o  finance development. 

Self-Supporting Growth 

In general ,  however, t h e  t r a n s i t i o n  has been made possible because 
economic a i d  has helped accomplish what it s e t  out  t o  do. In some 
countries with l a r g e  and d i f f i c u l t  problems, t h e  t r a n s i t i o n  t o  
o ther  sources of he lp  and t o  self-support  w i l l  t ake  a decade o r  
more. But t h e  process has begun f o r  t h e  developing countries,  a s  
it did i n  Europe some time ago, and i n  the  following years it w i l l  
be repeated i n  country a f t e r  country. 

Similarly,  mi l i t a ry  a i d  i s  brought t o  an end a s  countries a r e  ab le  
t o  finance t h e i r  own defense needs. 

-- New funds f o r  m i l i t a r y  equipment grants  a r e  being requested 
f o r  seven fewer countries f o r  FY 1965 than f o r  the  present 
year.  

PRIVmE RESOURCE FOR INTERNATIOW DETELOPMENT 

During FY 1965 A.I.D. w i l l  continue t o  encourage more p r iva te  
investment i n  the  developing countries and make g rea te r  use of 
p r iva te  resources i n  carrying out  t h e  A.I.D. program. 

Pr ivate  Investment 

To encourage more p r iva te  investment i n  t h e  developing countries,  
A.I.D.: 

-- i ssues  Investment Guaranties; 

-- lends U.S.-owned l o c a l  currencies f o r  ventures by U.S. 
businesses o r  t h e i r  a f f i l i a t e s  overseas; 

-- underwrites ha l f  the  cost  of investment surveys by U.S. 
f irms t o  determine the  f e a s i b i l i t y  of new ventures i n  
developing countries.  

Investment Guaranties a r e  now avai lable  i n  55 underdeveloped coun- 
t r i e s ,  and the  value of guaranties i n  fo rce  has jmped from $393 
mil l ion i n  1960 t o  $1,143 mi l l ion  a s  of December 31, 1963. These 
a r e  examples of the  ways i n  which these  programs contribute t o  t h e  
developing countries:  

-- The f i r s t  of 400 houses b u i l t  by a jo int  U.S.-Peruvian 
corporation under a housing investment guaranty were opened 
i n  January 1964 i n  Lima, Peru. The projeet  represents% 
t o t a l  p r iva te  investment of $1,800,000. 
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In Turkey, U.S. firms and t h e i r  a f f i l i a t e s  have borrowed 
more than $20 mil l ion i n  U.S.-owned Turkish l i r a  through 
A.I.D. t o  open sewing machine, automobile, rubber t i r e  and 
tube, soap, corn products and pharmaceutical fac to r ies  . 
A.I .D.  recently approved Investment Surveys t o  explore the  
poss ib i l i ty  of cement production i n  Pakistan, book d i s t r i -  
bution i n  Nigeria, frozen food processing i n  Brazi l  and 
pest ic ide manufacture i n  India. 

Three important new measures a r e  expected t o  encourage growing 
contributions by pr iva te  investors and executives i n  the  l ess -  
developed countries--the investment t ax  credi t ,  the  Executive 
Service Corps and a new advisory committee. 

Investment Tdx Credit. An Investment Tax Credit f o r  investment i n  
the  underdeveloped countries has been proposed by t h e  President. 

-- The proposal w i l l  grant a t ax  c red i t  against the  t o t a l  t a x  
l i a b i l i t y  of an investor equal t o  30% of his  new invest- 
ment i n  underdeveloped countries. 

This t a x  c red i t  i s  expected t o  provide a powerful inducement t o  
investors t o  r i s k  the  uncer ta int ies  of investment i n  underdeveloped 
countries and encourage a greater  flow of U.S. pr ivate  c a p i t a l  
in to  the  developing world. 

Executive Service Corps. A major l imit ing factor  i n  the  growth 
of pr ivate  enterpr ise  i n  the  less-developed countries now i s  a 
shortage of managerial and technical manpower. 

A.I.D. strongly supports the  establishment under private auspices 
of an Executive Service Corps t o  make it possible f o r  Americans 
with high s k i l l  and long experience i n  business and industry t o  
put t h e i r  know-how d i r e c t l y  t o  work, helping strengthen pr ivate  
enterpr ise  i n  the  developing countries.  Preliminary indications 
are  t h a t  t h i s  program w i l l  be welcomed i n  the  developing countries 
and enthusias t ical ly  supported by American business and industry. 

A.I.D. consulted with a number of individuals and business organ- 
izat ions  on proposals f o r  the  operation of the  Executive Service 
Corps. An organizing committee composed of s i x  business leaders 
i s  now working out plans t o  es tabl ish the  Corps as  a non-govern- 
mental i n s t i t u t i o n  with which A.I.D. would work i n  close coopera- 
t ion .  

Advisory Committee. An Advisory Carmnittee on Private Enterprise 
i s  being appointed pursuant t o  the  1963 Foreign Assistance Act. 

This C o d t t e e  i s  t o  make studies and recommendations on ways t o  
achieve "the most e f fec t ive  u t i l i z a t i o n  of the  pr ivate  enterprise 
provisions of t h i s  Act." It i s  t o  report  by the end of 1964 and 
i s  expected t o  make a major contribution t o  the  improvement of 
A.I.D.'s programs t o  encourage greater pr ivate  par t ic ipat ion i n  
a l l  aspects of development. 

Increased Use of Private Resources 

The s k i l l s  reauired t o  execute the  A.I.D. tromam range from .. - - - 
t ra ining teachers and agr icu l tu ra l  extension workers t o  exploring 
the feas ib i l i ty  of i r r i g a t i o n  projects,  introducing new foundry 
techniques and organizing savings and loan associations. 

In  the  past, A.I.D. has re l i ed  most heavily on direct-hire  per- 
sonnel t o  carry out i t s  changing mission. In  recent years, how- 
ever, increasing use has been made of ex$erts from other Federal 
agencies, and from American colleges and univers i t ies ,  businesses, 
industries,  and service organizations with whom the  Agency con- 
t r a c t s  for technical  assistance. 

Partners i n  the  A.I.D. Program 

Today, about a t h i r d  of the  people working on A.I.D. programs are  
employees of non-governmental ins t i tu t ions  with whom the Agency 
contracts, or employees on loan from other Federal agencies. 

-- Three experts from the National Ins t i tu tes  of Health car- 
ried out an A.1.D.-financed measles eradication program 
in Upper Volta, vaccinating 730,000 children and saving 
an estimated 150,000 from death i n  a recent epidemic. 

-- Ateam from Indiana University, on contract with A.I.D., 
has helped build up a complete graduate I n s t i t u t e  of 
Public Administration i n  Bangkok, Thailand, t o  provide 
training f o r  Thai Government o f f i c i a l s .  They a r e  com- 
pleting t h e i r  work t h i s  year. 

-- The American ORT Inc., a leader i n  the  f i e l d  of vocational 
training and rehabi l i ta t ion,  organized and operates tech- 
nical  t ra ining schools i n  Mali and Guinea, on contract 
with A.I.D., t o  remedy a severe shortage of sk i l l ed  c ra f t s -  
men i n  both countries.  

-- In Laos, A. 1 .D . contracts with International Voluntary 
Services, Inc., a U.S. non-prof it organization, t o  provide 
50 volunteers t o  carry out r u r a l  develo 
ing f i r s t  aid, i n  vi l lage areas remote 
help. 

8 
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- -  A.I.D. has entered i n t o  a p i l o t  arratgement with the S t a t e  These estimates a r e  based.on conservative probabili ty,  and the  
of California,  under which the  S ta te  would take on broad President has indicated i n  h i s  Budget Message t h a t  he i s  prepared 
responsibi l i ty  fo r  support of the  technical ass is tance t o  request addi t ional  funds i n  a supplemental appropriation i f  
program i n  Chile. needed t o  achieve important U.S. objectives.  

Established American cooperatives and t h r i f t  associations, on 
contract with A.I.D., now carry  the  major role i n  A. I .D . ' s  pro- 
gram t o  develop more cooperatives and savings and loan i n s t i t u -  
t ions  i n  Lat in  America and world-wide. 

In  the  year ahead, A.I.D. intends t o  increase i t s  re l iance on the  
great wealth of resources i n  other Federal agencies and outside 
government, and t o  avoid bui lding up direct-hire s t a f f  t o  perform 
any A.I.D. function when the re  i s  already i n  existence a pr ivate  
or  public organization able t o  perform it well and do it a t  
reasonable cost .  

TIGHTENING THE MANAGEMENT OF AID 

Economy and t i g h t e r  management a re  key objectives i n  the  Mutual 
Defense and Development Program f o r  FY 1965. 

Improvements include t i g h t e r  estimates of a id  requirements, a 
smaller, b e t t e r  A.I.D. s t a f f ;  and streamlining administration 
overseas. 

Ti&ter  Program Estimates 

To carry  out the  Mutual Defense and Development Program, we a re  
requesting $3.39 b i l l i o n  i n  new f inds  f o r  FY 1965, compared with 
a revised request of $4.53 b i l l i o n  fo r  FY 1964. The actual  pro- 
gram, of course, includes not only new appropriations but estima- 
t e d  recoveries and reappropriations a s  well .  

-- I n  program terms, we a re  requesting a $3.64 b i l l i o n  eco- 
nomic and mi l i t a ry  a i d  program i n  FY 1965, i n  comparison 
with the  $4.86 b i l l i o n  program proposed f o r  FY 1964. 

Reducing the  A.I.D. S taff  

A.I.D. employment is declining despi te  increased program a c t i v i t y  
and a l a rge r  workload during the  past  year. We now plan t b  reduce 
t o t a l  A.I.D. employment by about 1,200 by the end of FY 1965, a s  
follows : 

-- A.I .D. ' s  s t a f f  w i l l  be cut by almost 300 during the  cur- 
rent  year--from 16,782 a s  of June 30, 1963, t o  16,500 by 
the  end of FY 1964. 

-- By the  end of FY 1965, t o t a l  s t rength w i l l  be cut by 
another 900, t o  15,600. 

This reduction w i l l  be accomplished by b e t t e r  manpower management 
within the Agency, by eliminating projects  and a c t i v i t i e s  which 
a r e  not of the highest p r i o r i t y  i n  terms of  U.S. objectives,  and 
through greater  use of other  government agencies and contractors-- 
univers i t ies ,  businesses, p r iva te  organizations--in place of 
di rect -hi re  technicians. 

Upgrading Staff  Qual i ty  

To carry out a s t a f f  reduction and, a t  the  same time, increase 
A.I.D.'s effectiveness,  it i s  imperative t h a t  the  personnel A.I.D. 
r e t a ins  be of the  highest possible qua l i ty  and have the  qual i f ica-  
t ions  t o  carry out  the  A.I.D. program a s  it is now planned. 

-- To permit A.I.D. t o  regear i t s  s t a f f  with due speed and 
a t t en t ion  t o  qual i ty ,  we a r e  requesting author i ty  t o  adopt 
a "selection-out" procedure fo r  Agency employees s ' i m i -  
l a r  t o  t h a t  already i n  e f fec t  f o r  our Foreign Service 
Reserve personnel, together with a two-year spec ia l  author- 
i t y  t o  remove up t o  100 senior personnel i n  a year. 

Cutting Administrative Overhead 

This is a reduction of 25%. ~t re f lec t s ,  primarily a more censer- do a b e t t e r  job with fewer employees, A.I.D. must t r i m  down i t s  

vat ive  estimate of what we w i l l  need, given the speed with which and cut overhead t o  a m i n b m -  To t h i s  end, t h e  Agency 

the developing countries are likely to mow on the  self-help and 
Plans t o  consolidate f u n h e r  i t s  Missions with U.S. Embassies i n  

reform measures needed t o  use a id  effect ively .  
assistance.  countries now receiving l imited amounts of technical  o r  c a p i t a l  

A.I.D.'s experience i n  requiring b e t t e r  performance on self-help The changes proposed i n  t h i s  program f o r  FY 1965, should help make 
and reform, since the  Agency's organization two and oneha l f  Years t h e  Mutual Defense and Development Program the t i g h t e s t  and the  
ago, provides the  bas i s  fo r  t h i s  year ' s  more r e a l i s t i c  estimate of most effect ive  t o  date. 
FY 1965 program needs. 



PREVIOUS PAGE BLANK 

THE PROGRAM FOR 
FY 1965 



THE PROGRAM FOR FY 1965 

Shadad amaa a n  SECURITY CUSSIFIED and 
rn-8 not hm dirulnd to unautkorld IndC 
rlduah. All o h r  n~akrh l  b mclml(lad. 

INTRODUCTION 

The Congress has been asked t o  enact $917 million i n  new authoriza- 
t ions  fo r  FY 1965, exclusively f o r  economic assistance.  It has 
a l s o  been asked t o  approve a continuing authorization fo r  mil i tary  
ass  i s  tance. 

Against these  authorizations,  a s  well a s  those already enacted for  
Development Loans and t h e  Alliance f o r  Progress, appropriations of 
$3,392 mil l ion have been requested f o r  FY 1965. This appropriation 
plus other  ava i l ab le  funds would permit t o t a l  new obligations of  
$3,635 mill ion, a s  follows : 

($ i n  mil l ions)  

New author izat ion and appropriation 
f o r  economic ass is tance 

New appropriation of previously authorized 
economic ass is tance 

New appropriation of mil i tary  ass is tance 

Total  appropriation requested 

Estimated loan repayments, recoveries, etc. 

Total  proposed programs 

The t o t a l  program proposed f o r  1965 is 10% below obligations f o r  
1963, mainly because of reductions i n  mil i tary  and supporting 
assistance.  This decline i s  p a r t l y  o f f se t  by a planned increase 
i n  development ass is tance,  mainly f o r  the  Alliance f o r  Progress. 
The 1965 proposals a re  summarized by funding category i n  Table 1 
and compared the re  with the  actual  1963 and estimated 1964 
programs. 

Table 1 

Mutual Defense and Development Programs 

(1n mill ions of d o l l a r s )  
1964 1965 

1963 Available Proposed 
Commitments Funds Programs 

Development Assistance 1,636 1,606 1,765 
Develoment b a n s  945 821 960 
Alliance f o r  Progress b a n s  342 472 482 
Development Grants 230 225 23 5 
Alliance f o r  Progress Grants 119 88 88 

Military and Supporting 
Assistance 

Militarv Assistance 
Supporting Assistance 
Contingency Fund 

Investment Surveys )C 1 2 
American Schools and Hospitals 9 19  18 
Contributions t o  I n t  '1. Orgns . 113 116 
Administrative Expenses 

134 
57 55 56 

* k s s  than $1 million. 
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W s t  of the development ass is tance programs i n  1965 a r e  planned 
fo r  countries i n  the  Latin America and Near East-South Asia 
regions. Mili tary and supporting ass is tance a r e  heavily concen- 
t r a ted  i n  t h e  Far East. 

Table 2 

Regional Dis t r ibut ion of Proposed Programs f o r  1965 

(1n mill ions of d o l l a r s )  
Development Mili tary and Sup- 
~ s s i s t a n c e  por t ing Assistance Total  

Per- Per- Per- 
Amount cent Amount cent Amount cent 

Latin America 570 33 84 7 654 22 
Near East and 

South Asia 834 49 3 54 28 1,188 41 
Far East 117 7 716 57 833 28 
Africa 188 11 49 4 237 8 
%rope - - 49" 4 49 1 

* Military ass is tance only. 

This chapter summarizes t h e  programs proposed fo r  FY 1965 by type 
of program, geographic region and funding account. Subsequent 
chapters give greater  d e t a i l  on the  individual country and regional 
economic programs. Separate volumes provide t h e  basic  f a c t s  on t h e  
mi l i t a ry  programs. 

TYPES OF ECONOMIC ASSISTANCE PROGRAhS 

Economic ass is tance programs a r e  formulated on a country-by- 
country basis.  The pr inciples  which guide t h e  a l loca t ion  of U.S. 
ass is tance t o  individual countries are:  

--The importance t o  the  United Sta tes  of strengthening the  
country's economy, p o l i t i c a l  s t ructure ,  s o c i a l  ins t i tu t ions  
o r  secur i ty  conditions. 

- - - 
--The effectiveness with which the  country i s  using i t s  

own resources. 

--The country's need fo r  ass is tance and the  a v a i l a b i l i t y  t o  
it of a ss i s t ance  from other sources. 

The application of these pr inciples  resu l t s  i n  a se lec t ive  ap- 
proach, and i n  the  concentration of funds on those countries 
where t h e  pr inciples  a r e  best  s a t i s f i e d .  This i s  evident from 
Table 3 and t h e  Chart where recipient  countries a r e  c l a s s i f i e d  
in to  groups according t o  pbnned program leve l s  i n  FY 1965, 
d i rec t ion  of country programs (i.e., whether programs a r e  l i k e l y  
t o  continue o r  a r e  i n  t r a n s i t i o n  toward a phase-out), program 
objectives, a d  ass is tance pol ic ies .  

--2$ of a l l  economic ass is tance funds i s  planned fo r  coun- 
t r i e s  i n  t r ans i t ion  toward self-support. A t  l e a s t  four- 
teen a r e  now i n  t h i s  s t a tus .  It should be possible fo r  
a l l  of these  countries t o  complete t h e  t r ans i t ion  over the  
next several  years. 

--8816 of t h e  program would go t o  25 countries* where major 
programs a re  planned. 

--The remaining 10% of economic program funds would be com- 
mitted t o  37 countries f o r  more l imited programs. 

The 25 major programs involve countries: 

--which a r e  of major importance t o  U.S. foreign policy 
in te res t s ;  

--facing d i f f e r e n t  p o l i t i c a l  and economic problems; and 

--having a varying capacity t o  cope with such problems. 

* These programs a r e  discussed i n  d e t a i l  i n  the  appropriate 
country narrative.  
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Table 3 Table 3 - Cor 

Types of Country Ass i s  tance Proarams Types of Country Assistance Programs 

$ of Pro- '$ of Pro- 
posed FY posed FY 

Program 1965 A.I.D. Program 1965 A.I.D. 
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Development Loans 

For FY 1965, t h e  proposed A.I.D. program includes $960 million 
f o r  development loans i n  Asia and Africa. This would be financed 
by $922 mil l ion of requested new appropriations plus repayments 
and recoveries. The following tab le  shows t h e  proposed FY 1965 
program f o r  each region as  compared with past years. The regional 
and c o d t r y  chapters which follow define these programs i n  greater  
d e t a i l .  

Regional Lending Programs 

(1n millions of dol lars  ) 
FY FY 

FY FY 1964 1965 
1362 1963  st.) (proposed) 

Near East and 
south Asia 759 780 710 785 

Far = s t  62 67 3 5 70 
Africa 86 98 76 105 

Subtotal  -- Develop- 
Development Loans 90'7 945 821 960 

I a t i n  America ( ~ l l i a n c e  
f o r  Progress ) 1% 343 472 482 % 

TOTAL 1,097 1,288 1,293 - 1,443 

The l e v e l  of loan ass is tance A.I.D. proposes f o r  a pa r t i cu la r  
country i s  based on judments of the  country's over-al l  'balance 
of payments and investment needs, t h e  extent t o  which these needs 
can be met from other  sources, and t h e  e f fec t  t h a t  giving -- o r  
withholding -- loans is l i k e l y  t o  have on sound pol ic ies  and s e l f -  
help measures, a s  wel l  a s  on t h e  more spec i f i c  a b i l i t y  of the  
country t o  prepare sound projects  f o r  loan financing. The pattern 
of lending follows t h e  broad country groupings described i n  the  
introduction. 

In  the  14 t rans i t iona l  countries, l i t t l e  i s  planned. Only 2% 
of proposed development loans f o r  1965 i s  earmarked f o r  t h e  group. 

Loan funds a r e  heavily concentrated on those 7 key countries whose 
importance and. in te rna l  development e f fo r t s  merit strong support. 

For the  11 countries with good long-run growth prospects but 
e r r a t i c  s e l f -  help e f fo r t s ,  a conservative program has been pro- 
posed, re f lec t ing  our expectation t h a t  some self-help measures -- 
upon which la rger  a id  amounts a r e  contingent -- w i l l  not be taken. 
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Among the  7 countries where security and s t a b i l i t y  remain the  
prime concern, several a r e  beginning t o  s h i f t  t h e i r  a t t en t ion  in- 
creasingly t o  development. This i s  why sizeable loans a r e  planned 
f o r  ICorea and Bolivia i n  1965. 

Among the  37 countries where A.I.D. conducts more l imited programs, 
spec i f i c  p ro jec t  loans a r e  proposed f o r  18 i n  FY 1965, but t h e  
funds required would come t o  only 6$ of a l l  loans. 

F i t t i n g  t h e  lending process in to  a sound over-all  development 
policy i s  essen t ia l  i f  -development loans a r e  t o  make t h e i r  maximum 
contribution t o  growth. But the  projects which make up most 
country loan programs must a l so  meet more specif ic  technical and 
economic standards. A.I.D. therefore operates both a s  a deve lop  
ment i n s t i t u t i o n  and a s  a bank, s imilar  i n  most ways t o  the  Export- 
Import Bank and t h e  World Bank. 

Each project  application i s  studied f o r  i t s  technical soundness. 
Engineering and cost data must be adequate and accurate. The 
cap i ta l  s t ruc tu re  of commercial-type enterprises must be sound 
and cash flow analysis must show tkt the  debt can be serviced. 
Management must be competent, and careful  consideration must be 
given t o  the  f a c t  t h a t  management t a len t  and s k i l l s  a r e  among 
t h e  most serious deficiencies i n  many of the  less-developed 
countries. Finally, an informed technical judgment must be reached 
on the  over-al l  economic and technical soundness of the project.  

I n  addi t ion t o  financing cap i ta l  projects -- roads, factor ies ,  
dams -- A.I.D. provides loans on a "program basis" t o  selected 
countries. Program loans a r e  used t o  finance imported machinery 
and equipment, spare par t s  raw materials and other commodities. 
They a r e  generally used where the  United States has confidence i n  
t h e  country's pol ic ies  and procedures f o r  using i t s  foreign ex- 
change and investment m d s  effectively.  Such loans a r e  of ten 
used t o  finance expansion of o r  modernizing existing f a c i l i t i e s  o r  
f o r  other  small but productive investments which would be ine f f i -  
c ien t  t o  finance as  separate projects.  Program loans a l so  finance 
imports o f  indus t r i a l  raw materials and equipment so tha t  industry 
can operate a t  f u l l  capacity. I n  t h i s  way, program lending i s  a 
major support t o  pr ivate  enterpr ise  i n  several countries, s ince it 
eases the  import res t r i c t ions  imposed t o  conserve scarce foreign 
exchange, which almost always f a l l  disproportionately on the  pr i -  
vate  sector.  Most of A.I.D1s program lending goes t o  the seven 
countries where we condeuct general development support programs. 

During FY 1964, t h e  procedures fo r  considering loan applications 
were streamlined and revised t o  r e f l e c t  pol ic ies  developed i n  
A.I.D.'s f i r s t  two years. Unnecessary steps i n  the  processing of 
loan applications have been eliminated, and responsibi l i ty  for  loan 
review and implementation has been select ively decentralized. 

Once a loan i s  approved, it takes time t o  carry through. Rowever, 
the  r a t e  of loan expenditures has increased sharply i n  recent years. 
Development loan expenditures rose from $268 million i n  FY 1961 t o  
$827 million i n  1963, and a r e  expected t o  reach $940 million i n  
1964. 

Technical Cooperation and Development Grants 

For FY 1965, the  proposed A.I.D. program includes $235 million f o r  
technical cooperation and development grants f o r  Asia and Mr ica .  
Of th i s ,  $225 million would be financed by new obl igat ional  au- 
t h o r i t y  and the  balance from recoveries. 

I n  addition, $88 million i s  requested f o r  technical  cooperation 
under the  Alliance f o r  Progress, of which $85 million i s  new 
obl igat ional  authority.  

The world-wide technical cooperation program f o r  FY 1965 therefore  
t o t a l s  $323 million, compared t o  $314 million during the current 
year. While the  program levels  a r e  about the  same f o r  t h e  two 
years, it was possible i n  FY 1964 t o  re ly  on substant ia l  carry- 
overs and recoveries from cancelled projects.  This w i l l  not be 
possible t o  nearly the  same extent i n  FY 1965. Consequently, 
higher appropriations a r e  essen t ia l  f o r  FY 1965 i f  the  technical 
cooperation program i s  not t o  drop sharply. 

NOA and Program 

(1n millions of do l la r s )  
Fiscal  Carryover and 
Year NOA Recoveries Program 

_1964 
Technical Cooperation 155 70 225 
Alliance f o r  Progress 

Technical Cooperation 80 8 88 

1965 
Technical Cooperation 225 10 23 5 
Alliance f o r  Progress 

Technical Cooperation 85 3 '88 
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Only a few years ago, a l a rge  proportion of these  funds financed 
c a p i t a l  projects  on a grant basis.  Today, v i r t u a l l y  a l l  new 
c a p i t a l  projects  a r e  financed with development loan funds. The 
use of the  Technical Cooperation and Developnent Grant account 
f o r  c a p i t a l  expenditures not t i e d  in to  a technical  ass is tance 
project  has declined s tead i ly  and sharply. 

Technical cooperation and development grants make up almost 40% 
of  A.I.D. ass is tance i n  Africa re f l ec t ing  most of t h e  continent 's  
urgent need f o r  s k i l l s  and i n s t i t u t i o n a l  development p r i o r  t o  
major c a p i t a l  investment. It i s  a much smaller share of our pro- 
grams elsewhere. 

The divis ion of the  technical  cooperation program among regions 
has s h i f t e d  i n  the  past  few years. I n  the  Near East, South Asia 
and t h e  Far East, the  trend i s  downward, i n  p a r t  due t o  increased 
a i d  from other  b i l a t e r a l  donors and from internat ional  organi- 
zations. I n  l a t i n  America, the  United Sta tes  has long conducted 
technical  cooperation programs, but s ince A.I.D. was established 
the re  has been some increase and considerable change i n  content 
and approach. Beginning i n  1962, a subs tan t i a l  f r ac t ion  of our 
technical  cooperation e f f o r t  has been directed t o  Africa. 

Regional Technical Cooperation & Development Grant Programs 

(1n mill ions of do l l a r s )  
FY FY 

FY FY 1964 1965 
1962 1963  st. ) (Proposed) 

I a t i n  America 96 119 88 88 
Near East and South Asia 70 57 5 1 49 
Far East 75 57 51 48 
Africa 111 84 78 83 
Europe 1 0.1 - - 
Non- regional 28 32 45 55 

TOTAL 381 349 3 l i  3 23 

Technical a ss i s t ance  is  needed a t  a l l  stages of development from 
the e a r l i e s t  t r a in ing  and ins t i tu t ion-bui lding e f f o r t s  t o  and even 
beyond t h e  point of self-sustaining growth. Technical cooperation 
serves i n i t i a l l y  t o  c rea te  t h e  s k i l l s  and i n s t i t u t i o n s  needed t o  
plan, carry through, and use c a p i t a l  investment financed from 
savings and from foreign a id .  l a t e r  it helps t o  multiply and 
specia l ize  the  s k i l l s  and ins t i tu t ions  t o  support a more complex 
economic s t ructure .  Even a f t e r  a country no longer needs ass is tance 

on s o f t  terms, it may s t i l l  need help i n  solving spec i r i c  tech- 
n i c a l  o r  managerial problems. Therefore, where A. I.D. is  now 
reducing i t s  f inanc ia l  program, we a r e  considering es tabl ishing a 
technical  reference service  which w i l l  help the  country f ind and 
h i r e  a t  i t s  own expense s p e c i a l i s t s  needed t o  solve pa r t i cu la r  
development problems. 

During 1965, A.I.D. plans t o  move toward consiaerably f u l l e r  and 
more f lexible  use of t h e  contract technique t o  t a p  t h e  s k i l l s ,  
knowledge, organizational arrangements and professional contacts 
of pr ivate  industry, o ther  Federal agencies, univers i t ies ,  labor 
unions, cooperatives, research i n s t i t u t e s  and s t a t e  and loca l  
government agencies. Greater re l iance on other  p r iva te  and 
governmental organizations r e f l e c t s  not only changes i n  the  devel- 
oping countries themselves but a l so  growing evidence that one of 
the  main jobs of A.I.D.'s career s t a f f  i s  t o  t a p  the other gwern- 
ment agencies and p r iva te  organizations which can provide the  
range of t a l en t s  and knowledge required i n  both more and less-  
advanced developing countries. A.I.D. r ea l i zes  t h a t  it must 
induce a broader range of individuals and organizations t o  tackle  
the  problems of development abroad, i f  the  United Sta tes  is  t o  
help meet the varied and changing requirements with prompt, 
appropriate, and high qua l i ty  assistance.  

While A.I.D. w i l l  r e l y  more heavily on other  heavily on other  
agencies and organizations t o  provide the  experience and back- 
stopping t o  carry out technical cooperation programs, it w i l l  of 
course re ta in  responsibi l i ty  f o r  se lect ing programs, in tegrat ing 
them i n t o  our broader development ass is tance e f f o r t  and evaluating 
t h e i r  effectiveness. 

The Alliance f o r  Progress 

For FY 1965, t h e  proposed Alliance f o r  Progress program t o t a l s  
$570 million. Of th i s ,  $482 mill ion is  p r o g r m e d  f o r  lending, 
and $88 million w i l l  finance technical  cooperation. Since $20 
mil l ion of recoveries and loan receipts  a r e  anticipated, $550 
of new obligational author i ty  i s  proposed. 

Alliance f o r  Progress Programs 

(1n mill ions of do l l a r s )  
FY FY FY 1964 FY 1965 

1962 1963  st.) (Proposed) 

h a n s  290 343 420-472 482-622 
Technical @operation and 
Development Grants 96 119 88 88 . 

TOTAL 3% 462 508-560 570-710 
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i s  carr ied out by other government and pr ivate  organizations, A.I.D. Missions i n  Latin America an t ic ipa te  $622 mil l ion i n  loan 
applications i n  FY 1965. The program f igure  of $482 million i s  
based on conservative estimates of both the  over-all performance of 
pa r t i cu la r  countries and t h e  probable supply of sound projects.  
Although loans a r e  planned i n  17 countries, more than a t h i r d  of 
Alliance-funded lending would be concentrated in Colombia and Chile, 
where present programs merit so l id  U. S. support. 

Much of t h e  FY 1965 loan program i s  designed to stimulate the  pr i -  
va te  sector  through indus t r i a l  banks, agr icul tural  c red i t  i n s t i -  
tu t ions ,  and other means. Substantial  loan support i s  planned 
f o r  the  Central American Economic Community, which i s  taking long 
s teps  toward encouraging an economic divis ion of labor and lowering 
bar r ie r s  t o  trade, reducing duplication of f a c i l i t i e s  through 
educational exchanges and promoting other forms of cooperation i n  
tha t  region. 

The proposed Alliance technical cooperation program i s  a t  the  same 
leve l  a s  the  current year. A growing part of technical ass is tance 

ra ther  than d i rec t ly  by A.I.D. k c h  of- t h e  technical ass is tance 
i n  Latin America i s  directed t o  reform measures. E b l i t i c a l  de- 
terninat ion i s  not enough t o  carry through a t ax  or land reform, 
t o  revise  administrative procedures o r  res t ructure  governmental 
organization; experience and specialized knowledge a r e  a l so  
essential .  The Latin American countries must provide the  determi- 
nation, but the  United States  can help supply t h e  techniques 
through tax col lect ion advisers, educational planning experts and 
technicians sk i l l ed  i n  farming, c red i t  and cooperative ins t i tu t ions .  

The Latin American countries themselves a r e  now assuming more 
responsibi l i ty  under the  Alliance. Through the Inter-American 
Committee f o r  the  Alliance fo r  Progress ( C U P ) ,  established a t  the  
1963 Sao Paulo meeting, the  nations of the  region w i l l  appraise 
each other 's  performance. CIAP w i l l  a l s o  provide a focus f o r  
improved coordination amng the  World Bank family, the  Inter-  
American Development Bank, the  UN technical agencies, t h e  O.A.S., 
and U.S. ass is tance programs. 
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Mili tary ass is tance,  supporting assistance,  and, i n  most cases, 
contingency funds, a r e  provided t o  f r iendly free world nations t o  
strengthen t h e i r  defense against  external a t tack and in te rna l  
insecur i ty ,  maintain economic s t a b i l i t y  i n  emergency s i tuat ions ,  
and thereby help es tab l i sh  a bas i s  fo r  economic and soc ia l  progress. 

--Mili tary ass is tance provides mil i tary  equipment, t r a in ing  
and re la ted  services t o  help nations protect themselves 
aga ins t  external a t t a c k  o r  in te rna l  subversion. 

--Supporting ass is tance i s  regularly programmed grant o r  loan 
a i d  t o  countries with heavy defense burdens or  other pres- 
sures t h a t  generate economic and p o l i t i c a l  i n s t a b i l i t y .  

--Contingency funds, which a r e  used generally fo r  the  same 
purposes a s  supporting assistance,  a r e  f o r  those emergency 
s i tua t ions  which cannot be ant ic ipated and programmed i n  
advance. 

Funds fo r  mi l i t a ry  and supporting ass is tance have been diminishing 
i n  absolute amount and a s  a r e l a t i v e  share of t o t a l  U.S. ass is tance 
for  severa l  years. The FY 1965 request continues t h i s  trend. 

Mili tary and Supporting Assistance 
and Contingency Fund 

(1n mill ions of dol lars  ) 
Military and 
Sup. Assist .  

a s  $ of t o t a l  
M i l .  Sup. Contingency Econ. & M i l .  

Assist .  Assist .  Fund Total  Assistance 

1961 1,929 779 272 2,980 7 5 
1962 1,832 499 3 03 2,634 60 
1963 1,549 466 149 2,164 54 
1964  st. 1,200 361 13 0 1,690 48 
1965 
Proposed 1,160 349 

The Military Assistance Program 

The de ta i l ed  descr ipt ion and jus t i f i ca t ion  of t h i s  program i s  pro- 
vided i n  a separate presentation of the  Defense Department. We 
a r e  here concerned with the  program's over-a l l  aspects and with 
t h e  in terre la t ionship between economic and mi l i t a ry  programs. 

Mil i tary  ass is tance i s  based on the  recognition that the  secur i ty  
of t h e  United States i s  interdependent with the  secur i ty  and well- 
being of t h e  r e s t  of the  world. It r e f l e c t s  a substant ia l  U.S. 
commitment t o  col lect ive  defense. 

Mili tary ass is tance and supporting ass is tance a r e  heavily concen- 
forward defense" countries which border the  Sine- 
' These countries -- Greece, Turkey, Iran, Pakistan, 

India, Thailand, Philippines, Laos, Vietnam, Taiwan and Korea -- 
C. ' ~ - w i Y . - r ~ - ~ ~ i v e ~ + e ~  of t o t a l  mil i tary  ass is tance i n  FY 1965. 

The same countries account f o r  over half  of t o t a l  mil i tary  and 
economic ass is tance for  FY 1965. 
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DEFEBE EXPENDnURES OF E U R O P E ~ " # ~ ~ O  COU~TRIES" 
AND U. S. MILITARY ASSISTANCE 

Billions of Dollars 

[ NATO DEFENSE EXPENDITURES 

U.S. MILITARY ASSISTANCE 

Calend 
Includes Greece and Turkey 

The s t r eng th  of t h e  North At lan t i c  Treaty Organization (NATO), 
and continuing independence of t h e  many less-developed nations we 
have a s s i s t e d  t o  withstand t h r e a t s  of Communist encroachment, 
a t t e s t  t o t h e  success of t h e  program s ince  i t s  adoption i n  1947. 
The NATO nations of Western Europe, pas t  recipients of subs tan t i a l  
U.S. m i l i t a r y  a id ,  now supply almost a l l  of the f inanc ia l  support 
required f o r  t h e i r  mi l i t a ry  forces,  and several a r e  contributing 
both m i l i t a r y  and economic ass i s t ance  t o  less-developed nations.  
Current U.S. mi l i t a ry  as s i s t ance  t o  t h e  Western European countries 
i s  l imi ted t o  f 'ulfillment of p r i o r  commitments (with the  exception 
of spa in )  and a small  amount of t ra in ing.  

With t h e  decl ine  i n  mi l i t a ry  ass is tance t o  Western Europe, the  
focus of t h e  program has s h i f t e d  t o  the  less-developed nations.  
I n  these  areas  t h e  programs w i l l  provide equipment, services,  and 
t r a i n i n g  t o  both a l l i e d  and f r iendly  nations fo r  t h e  purpose of 
strengthening t h e i r  capacity t o  meet both external  and i n t e r n a l  
t h r e a t s  t o  t h e i r  independence. The t r a in ing  programs br ing t o  t h e  
United S ta tes  many present and future  mi l i t a ry  leaders  who receive 
technical  ins t ruc t ion  and observe a t  f i r s t  hand t h e  r o l e  of a 
responsible mi l i t a ry  establishment i n  democratic society.  

The mi l i t a ry  ass is tance program a l so  enables arrangements t o  be 
made f o r  v i t a l  U.S. bases overseas, which allow optimum deployment, 
f l e x i b i l i t y  and des i rab le  communications and warning f a c i l i t i e s  fo r  
our own and a l l i e d  mi l i t a ry  forces. I n  addit ion,  it provides funds 
f o r  contributions t o  b i l a t e r a l  and mul t i l a t e ra l ly  financed f a c i l i -  
t i e s  and services r e l a t ed  t o  co l l ec t ive  secur i ty  organizations and 
a c t i v i t i e s  (e.g., NATO, CENT0 and SEATO). 

Increasing emphasis i s  being placed on Civic Action programs which 
improve re la t ions  between c i v i l i a n  populations and t h e i r  mi l i t a ry  
forces,  and contribute s ign i f i can t ly  t o  economic and s o c i a l  
development. Investment projects  carr ied  out with t r a ined  mil i tary  
manpower and armed forces construction equipment can be  of g rea t  
value i n  the  less-developed nations.  

The amount programed f o r  the  mi l i t a ry  ass is tance program i n  FY 
1965 i s  $1.1 b i l l i o n  including $1 b i l l i o n  i n  new appropriations,  
about t h e  same a s  current year ava i l ab i l i ty .  This i s  some $400 
mil l ion l e s s  than t h e  annual average f o r  t h e  previous few years,  
and subs tan t i a l ly  l e s s  than t h e  appropriations peak ($5.7 b i l l i o n )  
a t  the  time of the  Korean war and NATO build-up. 

I n  I a t i n  America and Africa U.S. mi l i t a ry  ass is tance programs a r e  
more l imi ted and a r e  d i rected primarily t o  i n t e r n a l  secur i ty  and 
c i v i c  ac t ion  a c t i v i t i e s .  

Mil i tary  ass is tance programs (MAP) a r e  administered by the  Depart- 
ment of Defense. The Secretary of S t a t e  is  responsible f o r  
continuous supervision and general  d i rec t ion  of a s s i s t ance  pro- 
irams, including MAP, t o  assure  t h e i r  e f fec t ive  in teg ra t ion  and 
u t i l i z a t i o n  i n  fur ther ing the  foreign policy of t h e  United Sta tes .  
This function has been delegated by t h e  Secretary t o  t h e  Adminis- 
t r a t o r  of A.I.D., who exercises it i n  consultation with other  
senior  S ta te  Department o f f i c i a l s .  Coordination between mil i tary  
and economic ass is tance i s  of pa r t i cu la r  importance i n  those 
countries where l a rge  defense burdens c rea te  d i f f i c u l t  problems i n  
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t he  al locat ion of scarce resources. Adjustments i n  the  balance 
between the  military and economic programs can of'ten have a sub- 
s t a n t i a l  influence on the assis ted nation's progress and self-help 
performance. 

Supporting Assistance 

Supporting assistance i s  economic a id  used t o  advance U.S. national 
security and foreign policy objectives i n  situations where basic 
economic conditions make the s t r i c t  c r i t e r i a  of development 
assis tance inapplicable. 

Most supporting assistance goes t o  countries where a id  i s  needed 
t o  help establ ish the external and internal  security which must 
precede meaningful economic and social  development. The general 
objective i s  t o  move from th is  kind of program as  rapidly as 
conditions permit t o  a program which promotes so l id  and permanent 
economic and social  progress. The continued reduction i n  sup- 
porting assistance demonstrates the  substantial progress which has 
been made i n  the l a s t  few years toward achieving t h i s  goal. 

Supporting Assistance Programs 

Number of Millions of 
Countries Dollars 

1963 Actual 21 466 
1964 Estimated 19 361 
1965 Proposed 13 349 

I n  FY 1965, 80% of the funds a re  programmed for four countries -- 
Vietnam, Korea, Iaos and Jordan. 

The supporting assistance program proposed for FY 1965 i s  $348.6 
million, $12 million less  than i s  available for the current year 
and $117 million less  than was obligated fo r  FY 1963. The Punds 
w i l l  be used for  four major purposes i n  support of U.S. policy i n  
t he  less-developed nations: ( a )  t o  enable maintenance of larger  
armed forces for  the common defense; (b)  t o  presel-ve reasonable 
economic s t ab i l i t y  i n  c r i t i c a l  situations; ( c )  t o  encourage in- 
dependence from bloc dmninance i n  sensi t ive areas; and (d) t o  
assure access t o  s t rategic  U.S. mil i tary bases. 

To Support the Comn  Defense 

The major use of supporting assistance Punds i n  FY 1965 w i l l  be t o  
reinforce the military-economic position of Vietnam and Korea. 

I n  Vietnam, supporting assistance provides f i r s t  fo r  a reasonable 
degree of financial and economic s t ab i l i t y  by supplying imported 
goods essent ial  t o  meeting the needs of the country. Second, 
through specif ic  projects it provides d i rec t  help t o  counter- 
insurgency action designed t o  evoke support of the  rura l  population 
i n  the campaign against the  Viet Cong. 

In Korea, the focus of U.S. a id  i s  being s teadi ly shif ted from 
support of consumption levels t o  economic development. Supporting 
assistance, used t o  finance raw material and capi tal  imports which 
maintain current production, has declined from $320 million i n  
1956 t o  $90 million i n  1963. Further reductions a r e  planned. 

Maintenance of Economic S tab i l i ty  

The second major use f o r  supporting assistance i s  t o  maintain 
economic s t ab i l i t y  i n  countries where the  absence or  d ras t ic  re- 
duction of such support would involve serious economic and po l i t i -  
c a l  disintegration. 

I n  Iaos, the United States i s  collaborating with Great Britain, 
Australia, France and West Germany to  meet the  essent ial  import 
~equirements of the country. Without U.S. supporting assistance 
the  existing government would collapse. 

I n  Jordan, supporting assistance provides the major contribution 
to, financing essent ial  government operations, including defense, 
and i s  d i rec t ly  related t o  the country's economic and po l i t i c a l  
s tab i l i ty .  

The Congo economy i s  going through a t rans i t iona l  reconstruction 
period. Commodity imports a r e  required for  s tab i l iza t ion  during 
t h i s  period. This i s  par t  of the t o t a l  external assistance for  
the  Congo coordinated by the United Nations. 

Bolivia needs continued assistance t o  help the  government i n  i t s  
long adjustment t o  the economic upheaval resulting from the 1952 
revolution. The country's resource base remains insuff icient  t o  
meet demands on it, and without supporting assistance the con- 
tinuing Communist attempts t o  capture the  social  revolution might 
well succeed. 
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Supporting assistance i s  planned i n  two countries t o  maintain 
access t o  U.S. bases and t o  a s s i s t  the governments i n  dealing with 
economic and o ther  problems ar is ing out of the existence of the 
bases. Small amounts of supporting assistance a re  also provided 
t o  two countries where Sino-Soviet bloc aid threatens national 
independence or  otherwise conflicts with v i t a l  U.S. interests.  

The Trend i n  Supporting Assistance 

Over the  past decade, there have been three phases through which 
a number of countries have moved i n  recovering from pol i t ica l  o r  
mil i tary upheavals with external help. In  the f i r s t  phase, ex- 
te rna l  security and a minimum of in te rna l  l a w  and order are  
established. In the second, po l i t i c a l  and economic inst i tut ions 
a re  strengthened and the econolqy i s  stabilized. In the third, 
economic growth i s  resumed and dependence on extraordinary grant 
assistance i s  steadily reduced and then eliminated. 

Some countries, such as Greece and Taiwan, have moved t o  the l a s t  
of these phases i n  a period of 8 1 0  years. Others seem l ikely to  
complete the cycle i n  even less  time. U.S. aid strategy, i n  a l l  
these countries, i s  t o  help them t o  mobilize the i r  domestic 
resources and t o  steadily reduce the i r  reliance upon a l l  forms of 
external support. 

Contingency Fund 

The Contingency Fund i s  used t o  meet urgent and unforeseen ass i s t -  
ance needs o r  needs that  could not be defined with reasonable 
accuracy a t  the time of th i s  presentation. The requested appro- 
pr iat ion for  FY 1965 of $150 million i s  substantially less  than 
the  amounts requested i n  recent years. 

On the basis of past experience and the current tensio-n and un- 
certainty i n  many areas of the world, $150 million i s  essent ial  i f  
the President i s  t o  have f lexible  power i n  foreign a f f a i r s  com- 
parable t o  h i s  responsibilit ies.  Over the past f ive years, actual 
uses of Contingency Fund appropriations have varied from $123.8 
million t o  $292.0 million. I n  FY 1963, for  the f i r s t  time, 

obligations were substantially less  than available funds. This re- 
f l ec t s  both reduced incidence of cr ises  and application of much 
m r e  severe c r i t e r i a  for  the use of Contingency Funds. Through the 
f i r s t  two quarters of FY 1964, $7.9 million has been firmly pro- 
grammed against a t o t a l  of $179.5 million available ($50 million 
newly appropriated plus the $127.1 million carry-over from l a s t  year 
and estimated reimbursements of $2.4 million). I f  funds available 
t h i s  year are not needed i n  f u l l  and are  continued available for  
FY 1965, the appropriation of new money should be reduced 
correspondingly. 

Allocations from the Contingency Fund are  essent ial  i n  s w e r a l  
types of situations. F i r s t  a re  cases where there i s  a?,.urgent 
need t o  expand assistance t o  a country whose security i s  threatened 
by new o r  intensified Communist attack, threat,  o r  subversion. 
Past examples of t h i s  type of use occurred i n  Laos and Thailand. 
The present s i tua t ion  in Vietnam best demonstrates the essent ial i ty  
of continued Contingency Fund avai labi l i ty  t o  respond t o  the 
challenges of t h i s  nature. 

The most fiequent Contingency Fund use (but not largest  i n  amount) 
i s  r e l i e f  of earthquake, flood o r  other disaster.  While emergency 
food requirements a re  met t o  the greatest extent possible from 
P.L. 480, usually there i s  also urgent human need for  other s u p  
pl ies ,  often provided from nearby U.S. military depots with sub- 
sequent reimbursement by A.I.D. Disasters of the recent past 
where the  bntingency Fund helped preserve the l ives  of countless 
people were i n  Yugoslavia and Trinidad-Tobago i n  the aftermath of 
the Skopje earthquake and Hul'ricane Flora. 

A third type of s i tuat ion fin which Contingency Fund avai labi l i ty  
serves the national interest  i s  i n  responding t o  unexpected 
economic or po l i t i c a l  crises, where prompt economic aid, even 
though it my not meet the  c r i t e r i a  of development assistance, 
can be essential to  the protection of both short and long-run 
U.S. interests i n  the country aided. 

The common element i n  each of these situations i s  the desirabi l i ty  
of  a prompt and f lexible  U.S. response i n  meeting a legitimate 
assistance need. The Contingency Fund i s  an indispensable means 
of assuring tha t  response. 
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SlMMARY (IF PROPEED FY 1965 CONTRIBUTIONS 

(1n thousands of d o l l a r s )  

1. UN Expanded Program of Technical 
Assistance and Specia l  Fund $60,000 

2. UN Technical and Operational 
Assistance t o  the  Congo 5,oOc' 

3. UN Bnergency Force  ear Fas t )  850 
4. UN Relief  and Works Agency f o r  

Pa les t ine  Ref ?gees 16,000 
5. UN Children's Fund 1 2 ~ ~  
6. UN Food and Agricul tura l  Organization 

World Food Program 2,300 
7. In te rna t iona l  Atomic Energy Agency 

Operational Program 1,100 
8. Indus Basin Development Fund 
9. In te rna t iona l  Peace Corps Sec re ta r i a t  

Total 

4 Tentative.  

The U.S. annual voluntary contr ibut ion t o  t h e  programs of United 
Nations agencies i s  a recognit ion of our deep commitment t o  t h e  
bui ld ing of mature in t e rna t iona l  organizations equipped t o  a c t  i n  
t h e  i n t e r e s t  of secur i ty  and development. 

The programs of t h e  UN family of organizations complement t h e  
b i l a t e r a l  a s s i s t ance  a c t i v i t i e s  of t h e  United S t a t e s  i n  fur ther ing 
t h e  development of many countries around t h e  world and i n  keeping 
t h e  peace. Mul t i l a t e ra l  channels a r e  proving especia l ly  use fu l  
a s  a means of sharing t h e  f inanc ia l  burdens of a s s i s t ance  wi th  
o ther  nations, p a r t i c u l a r l y  i n  s i t u a t i o n s  where t h e  United S ta t e s  
would otherwise have t o  meet a much l a r g e r  proportion of t h e  
cos ts .  I n  addi t ion ,  t h e  UN organizations permit t h e  exerc ise  Of 

i n i t i a t i v e s  i n  c e r t a i n  highly-charged p o l i t i c a l  s i t u a t i o n s  i n  
which d i r e c t  U.S. in tervent ion could br ing about explosive confron- 
t a t i o n s  harmful t o  our bas i c  in t e res t s .  

Financing a l s o  i s  proposed f o r  FY 1965 under t h i s  chapter f o r  t h e  
U.S. voluntary contr ibut ion t o  t h e  In te rna t iona l  Peace Corps 
Sec re ta r i a t .  

For FY 1965, $134,400,000 i s  requested f o r  voluntary contributions 
t o  in t e rna t iona l  programs. 
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1. UNITED NATIONS EXPANDED TECHNICAL ASSISTPLNCE PROGRAM 
AND SPECIAL FUND 

FY 1963 Contributions $50,000,ooO 
FY 1964 Estimate $51,416,000 
FY 1965 Request $ 6 0 , 0 0 0 , ~  

The United Nations Expanded Technical Assistance Program (UNTA) was 
established by the UN General Assembly i n  1950 t o  provide technical  
ass is tance i n  st imulating the  economic and s o c i a l  progress of t h e  
developing countries. The UN Special  Fund, established on U.S. 
i n i t i a t i v e ,  began operation i n  January 1959. Acting both d i r e c t l y  
and through other  UN specia l ized agencies, t h e  Special  Fund ca r r i es  
out pre-investment a c t i v i t i e s  -- surveys and f e a s i b i l i t y  studies,  
applied research, manpower t r a in ing  and technical  education -- t o  
increase national production and productivity.  To date, some 375 
projects  have been approved a t  a cost  t o  t h e  fund of $336,400,000 
with an addi t ional  $472,500,000 being provided by the  recipient  
countries i n  l o c a l  support costs .  

Several years ago, the  United S ta tes  supported a t a rge t  of $150 
mil l ion a s  t h e  annual program l e v e l  fo r  the  pre-investment s tudies  
and development projects  of the  Special  Fund and t h e  ins t i tu t ion-  
building a c t i v i t i e s  of t h e  Expanded Technical Assistance Program. 
To stimulate contributions from other  governments t o  t h i s  goal, the  
United S ta tes  announced i t s  in ten t ion  t o  match 40% of t o t a l  govern- 
ment contributions t o  the  $150 mil l ion t a rge t ,  wi th  the  U.S. contri-  
bution not t o  exceed $60 mil l ion i n  any case. 

Contributions have r i s e n  from $20 mil l ion i n  1951 t o  about $130 
mil l ion i n  1963. It i s  ant ic ipated that the  $150 mil l ion t a rge t  
may be surpassed i n  1965. The U.S. contribution i s  proposed a t  a 
$60 mil l ion level ,  o r  40$, f o r  1965. 

I n  our judgement, 40% is  an appropriate l e v e l  of contribution by 
the  United Sta tes  t o  help meet t h e  cash requirements of the  major 
technical  ass is tance program of the  UN. It i s  a f a i r  proportion 
of the  t o t a l  i n  r e l a t i o n  t o  our nat ional  production. By placing 
our ac tua l  contribution on a matching basis ,  our pledge exerts 
pressure on others who a r e  ab le  t o  contribute.  It i s  an appropri- 
a t e  act ion fo r  us t o  take, a s  leader of the  development e f f o r t s  
of the  Free World and a sponsor of the  UN Decade of Development. 

2. UNITED NATIONS TECHNICAL ASSISTANCE AND OPERATIONAL 
PROGRAMS I N  THE CONGO 

FY 1963 Contributions $4,400,000* 
FY 1964 Estimate $5,000,000 
FY 1965 Request $5,000,000 

$5,000,000 i s  being requested fo r  1965 a s  a voluntary U.S. contri-  
bution t o  the United Nations Technical Assistance and Operational 
program i n  the  Congo. The U.S. objective i n  the  Congo is t h e  
establishment of a moderate cen t ra l  Government, capable of r e s i s t i n g  
Cbmmunist influence and of maintaining p o l i t i c a l  s t a b i l i t y ,  in te rna l  
secur i ty  and a reasonable r a t e  of economic and soc ia l  development. 
The problems that have threatened the  soc ia l  and economic s t ruc tu re  
of the  Congo have been kept within manageable proportions through 
t h e  technical ass is tance and internat ional ly  recrui ted experts 
provided through the  UN system. 

The needs of the  Congo extend over every aspect of the  economic, 
s o c i a l  and administrative l i f e  of the  country. The United S ta tes  
presently finances, through the  UN, 223 experts and technicians i n  
designated a c t i v i t i e s  i n  such c r i t i c a l  sectors of the econoqy a s  
public finance, economic analysis and coordination, c i v i l  aviation, 
meteorolo@y, telecomunications,  mining and natural  resources, 
public works and pol ice  training. This contribution helps the  UN 
defray the  cost  of a 400-man contingent of Nigerian pol ice  pro- 
viding operational support while pol ice  t r a in ing  of the  Congolese 
i s  i n  progress. I n  addition, the  United Sta tes  and other  contribu- 
t o r s ,  including the  Cbngo i t s e l f ,  now finance through the  UN Fund 
f o r  t h e  Congo, 178 doctors, 800 secondary teachers and 52 magis- 
t r a t e s .  In 1965, t h e  Government of the  Cbngo plans t o  assume 
major f inancia l  responsibi l i ty  fo r  t h i s  l a s t  group of personnel. 

$5,000,000 i s  requested f o r  the  U.S. contribution f o r  1965 t o  
assure  t h e  continued provision by the  UN of technical  and opera- 
t i o n a l  support i n  designated areas of the  econoqy. 

* In addition, $35,000,000 of economic ass is tance was provided i n  
FY 1963 under the  Foreign Assistance Act through the  UN fo r  com- 
modity imports. 
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3. UNITED WTIONS EMERGENCY FORQ 

FY 1963 Contributions $1,322,000 
FY 1964 E s t i m t e  $1,247, ooO 
FY 1965 Request $ 850,000 

The United Nations Emergency Force (UNEF) was established d'uring the 
Suez c r i s i s  i n  1956. It presently has a troop strength of 5,100 
men drawn from t e n  countries other than the  "great powers", and i t s  
mission is  t o  see t h a t  t h e  armistice between the United Arab 
Republic and I s r a e l  i s  kept along 140 miles of Egyptian-Israeli 
border and the  k z a  Str ip .  

The UNEF is  credited with the  absence of any incidents of a serious 
nature i n  the  area i n  recent years, and with insuring freedom of 
shipping i n  the  area  off the  mouth of the  Gulf of Aqaba. The feel-  
ing of secur i ty  the  Force has provided f o r  t h e  loca l  population i s  
r e f l ec ted  i n  an increase o f  agr icu l tu ra l  development and commercial 
a c t i v i t y .  

The Force was not established a s  a permanent ins t i tu t ion ,  but it 
has been s o  e f fec t ive  i n  preserving the  armistice t h a t  it has be- 
come v i r t u a l l y  indispensable, u n t i l  it can be demonstrated that 
a t t i t u d e s  and re la t ions  between the  people on both s ides  of the  
l i n e  have improved t o  the  degree t h a t  a buffer  is no longer needed 
t o  prevent armed conf l ic t .  

From July 1962 through June 1963, the  UNEF peacekeeping operation 
was financed from proceeds of the  UN Bond Issue, with no assessments 
levied against ,  o r  voluntary contributions m d e  by Member States.  

I n  December 1963, the  UN General Assembly approved the  continuation 
of the  UNEF f o r  1964 authorizing t o t a l  expenditures of $17,750,000. 
This Resolution provided f o r  a three-step financing approach under 
which: ( a )  the  f i r s t  $2 mil l ion i s  assessed against  a l l  UN Member 
Sta tes  a t  t h e i r  regular percentage scale ;  ( b )  the  remainder i s  
assessed against  t h e  developed countries a t  10046 and the  "economi- 
ca l ly  less-developed countries " a t  42.546 of t h e i r  regular percentage 
sca le  ra tes ;  and ( c )  a resul t ing s h o r t f a l l  of $1,656,356 i s  
being met by voluntary contributions from 18 developed countries, 
including the  United States.  The U.S. voluntary contribution 
toward t h i s  shor t fa l l ,  fo r  the  period January through December 1964 
amounts t o  $872,000. A s imilar  voluntary contribution of $371,545 
was made from FY 1964 funds t o  cover the  period July  through 
December 1963. The t o t a l  U.S. contribution -- assessed and volun- 
t a r y  -- represents 36.846 of t o t a l  contributions. 

A recently completed UN study of UNEF has recommended an over- 
a l l  troop s t rength reduction from the  present s t rength of 5,100 
a s  of December 1963 t o  4,600 by April  o r  May of 1964. 

I n  the  f a l l  of 1964 the  UN General Assembly w i l l  consider continu- 
a t i o n  of the  Force beyond December 31, 1964. The estimate of 
$850,000 a s  the  U.S. voluntary contribution f o r  the  calendar year 
1965 i s  predicated on continuation of the  current financing formula 
and a s l i g h t l y  lower annual cost of t h e  Force, r e f l ec t ing  the  
reduced force level.  



VOLUNTAXY CONTRIBUl'IONS TO INTER- 
NATIONAL ORGANIZATIONS AND PR0GPJ.E 

4. UNITED NATIONS REUEF AND WORKS 
AGENCY FOR PALESTINE REFUGEES 

Shadad anas are SECURITY CLASSIFIED and I must not ba diwlmed to unauthorird indi  I 

FY 1963 Contributions $17,200,000 
FY 1964 Estimate $17,200,000 
FY 1965 Request $16, 000, 000 

viduals. All othar ntakrial k unclassIRad. 

5. UNITED NATIONS CHILDRFN'S FUND 

Sixteen mil l ion do l la r s  i s  proposed a s  the  cash component of our 
FY 1965 contribution t o  the  United Nations Relief and Works Agency 
(UNRWA) whose basic  mission i s  t o  meet the  minimum food, shelter,  
medical, and educational needs of more than one million Palestine 
refugees. 

This request represents a reduction of $1.2 million from the  l eve l  
of our cash contribution over the  past severa l  years, and i s  
intended t o  a s s i s t  the Agency i n  speeding t h e  elimination of in- 
e l ig ib le  and fraudulent names from t h e  ra t ion  r o l l s  while con- 
t inuing t o  provide f o r  bona f i d e  needy refugees. In  addition t o  
$16,000,000 i n  cash, t h e  United States  plans t o  continue i t s  con- 
t r ibu t ion  of P.L. 480 surplus agr icu l tu ra l  c o m d i t i e s ,  which over 
the  past  several years have been valued a t  $1,500,000 annually. 
Recent r i s e s  i n  the  world market p r ice  of wheat f lour  m y  necessi- 
t a t e  an increase i n  the  value of our P.L. 480 contribution t o  as  
much a s  $8,700,000, but under no circumstances would our t o t a l  
planned contribution i n  cash and kind exceed $24,700,000, the  
l eve l  provided over the  past several  years on a 70% matching basis. 

UNRWA was not established a s  a permanent ins t i tu t ion .  The U.S. 
contribution represents support f o r  a p o l i t i c a l l y  acceptable means 
of preventing the highly-charged refugee problem from disrupting 
the p o l i t i c a l  s t a b i l i t y  i n  the  region, and f o r  t h e  immediate 
humanitarian objective of helping refugees f ind shel ter ,  food, 
education, and medical care. However, t h e  United States  continues 
t o  explore a l l  possible means1 of meeting the Palestine Refugees' 
basic  needs along l i n e s  which w i l l  lead t o  a solut ion of the basic  
problem. 

FY 1963 Contributions $12,000,000 
FY 1964 Estimate $12,000,000 
FY 1965 Request $l2,000,000 

The UN Children's Fund (UNICEF') was established by the UN General 
Assembly i n  1946 t o  provide emergency r e l i e f  fo r  children i n  
Europe a f t e r  World War 11. Since 1950 i t s  pr incipal  purpose has 
been t o  help governments i n  underdeveloped areas of the world 
es tab l i sh  and carry out long-range health, nutr i t ion,  and welfare 
programs which w i l l  bring l a s t i n g  benef i ts  t o  children. 

Total UNICEF' a l locat ions  a r e  estimated a t  $28 million fo r  1963, 
$40 million fo r  1964 and $45 million fo r  1965. The United States  
supports th i s  expansion i n  program, but believes it can be financed 
through increased contributions from other governments and pr ivate  
sources. It i s  proposed tha t  the  U.S. contribution, reduced from 
more than 70% i n  1950 t o  40% i n  1964, remain a t  the  $12 million 
l eve l  where it has been since 1960, and tha t  it be subject t o  a 
natching requirement l imiting the  U.S. contribution t o  no more 
;hat 40% of the t o t a l .  



VOLUBTARY CONTRIBUTIONS TO INTER- 
NATIONAL ORGANIZATIONS AND PROGW 
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6. UN FOOD & AGRICULTURAL ORGANIZATION 
WORLD FOOD PROGRAM 

FY 1963 Contributions $ 500,000* 
FY 1964 Estimate $ 2 ~ 0 0 0 , ~  
FY 1965 Request $2,300,000 

The World Food Program of t h e  UN i s  an experimental program which 
seeks, over a three-year period, t o  determine how and t o  what ex- 
t e n t  surplus food can be  used on a mul t i l a t e ra l  bas i s  t o  s t imulate  
economic and soc ia l  development. 

The p r inc ipa l  developmental projects  undertaken o r  current ly  under 
consideration under the  World Food Program include the  following: 
use of food as  a labor  incentive; land settlement; cornunity 
development; i r r i g a t i o n ;  l ives tock and poultry development; con- 
s t r u c t i o n  of storage f a c i l i t i e s ;  urban development; refores ta t ion;  
post-earthquake reconstruction; and watershed management. 

Toward the  World Food Program's three-year goal of $100,000,000 t h e  
United S ta tes  i n  September 1962 pledged 408 of t o t a l  cash contri-  
butions up t o  a m a x i m  of $6,000,000 f o r  the costs  of administra- 
t ion ,  services  and non-surplus commodities, $40,000,000 i n  P. L. 
480 surplus commodities, and $4,000,000 from t h e  same appropri- 
a t i o n  f o r  shipping services over t h e  three-year period. 

For 1965, $2,400,000 i s  requested t o  permit the United Sta tes  t o  
f u l f i l l  the  cash component of our pledge f o r  the  t h i r d  year of t h e  
program. 

7. INTERNATIONAL ATOMIC ENhBGY AGENCY 

FY 1963 Contributions $1,223,000 
FY 1964 Estimate $1,000,000 
FY 1965 Request $1,100,000 

The operational program of t h e  Internat ional  Atomic Energy Agency, 
s t rongly  encouraged by the  United S ta tes ,  promotes the  peaceful 
appl ica t ion of atomic energy i n  t h e  Agency's member s t a t e s .  The 
Agency assigns t echn ica l  experts i n  t h e  f i e l d  of atomic energy t o  
various countries i n  t h e  world and finances fellowships t o  t r a i n  
s c i e n t i s t s  from emerging countries i n  nuclear science i n  t h e  
schools and laborator ies  of t h e  more advanced countries.  As the  
peaceful uses of atomic energy expand, t h e  Agency i s  expected t o  
have an increasingly important ro le  i n  e s t ab l i sh i rg  in te rna t iona l  
ru les  and regulations i n  such f i e l d s  a s  heal th  and safety,  t h i r d  
pa r ty  l i a b i l i t y ,  and waste disposal.  

The United S ta tes  has contributed i n  cash and i n  services  t o  t h i s  
program s ince  i t s  inception i n  1958. A t o t a l  of $1,100,000 i s  
requested f o r  the  1965 program t o  permit a cash contribution t o  
t h e  General Fund and a contribution i n  kind of t h e  services of 
American experts and equipment, and of opportunit ies f o r  study 
i n  t h e  United Sta tes .  

"In addi t ion,  $1,138,000 funded from t h e  Contingency Fund was used 
i n  FY 1963 t o  f u l f i l l  t he  U.S. pledge f o r  t h i s  program. 
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The Indus Waters Fund, administered by the  World Bank, i s  financing A U.S. voluntary contribution i s  proposed t o  the Internat ional  
a ten year project  t o  d i v e r t  t o  India waters now used i n  Pakistan, Peace Corps Secretar ia t  f o r  FY 1965. Other nations w i l l  a l so  

and provide fo r  replacement of the  diverted waters by a system of contribute substant ia l ly  t o  the operations of the  Secretar ia t .  

dams, reservoirs and l i n k  canals i n  Pakistan. Completion of the  
project  w i l l  help t o  resolve one of the  major causes of f r i c t i o n  The Internat ional  Peace Corps Secretar ia t  was created by unanimous 
between India and Pakistan. resolution of 43 nations t o  provide fo r  the in ternat ional  exchange 

of emerience on the  increased use of volunteers i n  the  work of 

VOLuI'mmy CONTRIBL?rIOm TO INTER- 

Revised estimates now place t h e  t o t a l  cost  a t  $2 b i l l i o n ,  instead 
of t h e  $1 b i l l i o n  o r ig ina l ly  estimated. However, the Government 
of Pakistan has agreed t o  finance about two-thirds of t h e  added 
cost with t h e  o r ig ina l  contributors -- t h e  United Sta tes ,  the  World 
Bank, the  U.K., Germany, Canada, Australia,  and New Zealand -- 
providing an addi t ional  $315 million. 

must not be divulged to unaulhori=ad indi- 
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To finance continued construction of the Indus works, the World 
Bank has indicated a planned call-up of $37 mill ion from the United 
Sta tes  during FY 1965, and t h e  request f o r  a $37 mil l ion contribu- 
t i o n  i s  made in  an t i c ipa t ion  of t h i s  call-up. Progress on construc- 
t i o n  of the works i s  proceeding on schedule. Since more than 75$ of 
Indus project  contracts have been awarded t o  U.S. firms implemen- 
t a t i o n  of the  project  appears t o  have a net favorable e f f e c t  on the  
U.S. balance of payments. 

WTIONAL ORGANIZATIONS AND PROGRAMS 

8. INDUS = I N  DEVELOPMENT FUND 9- 

FY 1963 Contributions $24,599,000 FY 1963 Contributions - 
FY 1964 Estimate $23,500,000 FY 1964 Estimate - 
FY 1965 Request $37,000,000 FY 1965 Request $150,000 

economic development. The s t a f f  of the  Secre ta r i a t  i s  provided 
by interes ted governments. The major function of the  Secre ta r i a t  
i s  t o  a s s i s t  i n  t h e  exchange and creation of volunteer ass is tance 
t o  less-developed countries.  In  many countries, experience has 
demonstrated t h a t  such volunteers make an important contribution 
t o  the process of soc ia l  and economic development. The Secre- 
t a r i a t  seeks t o  increase the  effectiveness and volume of such 
volunteer assistance.  During t h e  i n i t i a l  year of the  Secre ta r i a t ' s  
work, more than 14 nations have established Peace Corps type 
programs. I n  addition, may less-developed countries a re  planning 
domestic volunteer groups t o  mobilize t h e i r  youth i n  the  work of 
t h e i r  own development. 

Twenty-eight nations have voted f o r  continuation of the  Inter-  
national Secre ta r i a t  f o r  a fu r the r  three  years. The establishment 
of the  Secre ta r i a t  on a more formal basis,  as  wel l  as  i t s  program 
of work and i t s  budget fo r  t h e  coming year, were considered a t  a 
conference a t  t h e  Hague i n  February and w i l l  be fu r the r  discussed 
a t  a meeting i n  April  o r  May. The t en ta t ive  estimate of $150,000 
a s  the U.S. contribution i s  subject t o  revision depending upon the  
outcome of these  negotiations. The U.S. contribution w i l l  not ex- 
ceed 40$ of t o t a l  contributions. 
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The Agency requests a t o t a l  of $52.5 million in administrative 
funds t o  put in to  e f fec t  the  t igh te r ,  more closely supervised pro- 
gram planned f o r  FY 1965. This i s  equivalent t o  29 of t h e  amount 
requested f o r  economic assistance. 

Administrative funds a r e  used fo r  the  over-all d i rect ion and super- 
vis ion o f  t h e  A.I.D. program i n  Washington and overseas. This 
includes establishing program pol ic ies  and standards, planning, 
supervising and reviewing the actual  implementation of these  poli-  
cies,  evaluating programs and projects,  md providing such c r i t i c a l  
management services as accounting, inspection, auditing and re- 
porting. In  short, administrative funds pay the cost of assuring 
t h a t  t h e  foreign ass is tance program i s  effectively administered. 

The FY 1965 request f o r  $52.5 million i s  almost $5 million l e s s  
than l a s t  year ' s  proposed leve l  of administrative funds. The 
emphasis on t i g h t e r  control i n  the  FY 1965 program, t h e  orderly 
phas e-out of several country programs and the  reorganization and 
consolidation of more than ten  others w i l l  place heavy demands on 
t h e  Agency's administrative s t a f f .  Thus t h e  proposed funds f o r  
FY 1965 a r e  a bare minimum necessary f o r  effective administration 
of the  program. 

This request f o r  Administrative Expenses contemplates a modest re- 
duction i n  administrative s ta f f ing  levels  by the end of FY 1965. 
The proposed leve l  of $52.5 million represents a net increase of 
$528,800 over the  $51,971,200 i n  administrative funds avai lable  i n  
FY 1964. The increase i s  chiefly a ref lect ion of higher costs 
resu l t ing  from the federal  pay r a i s e  of 1964, a r i s e  i n  overseas 
wage and pr ice  levels and added contractual auditing charges. It 
a l so  allows fo r  the  inauguration of an advanced t ra ining program 
for  Agency s t a f f  i n  the  professional developmental f i e ld .  

The spec i f i c  changes i n  the  FY 1965 budget which have produced t h i s  
net increase a r e  outlined below. 

Increases 

$500,000 f o r  training. A.I.D. has conducted only very l imited 
t ra in ing  f o r  the past few years. The inadequacy of these t ra ining 
a c t i v i t i e s  has been the  subject of Congressional a s  well a s  
Executive Branch crit icism. An increase of $500,000 i s  proposed 
f o r  advanced t ra ining i n  the  professional developmental f i e l d ,  
or iented par t icular ly  t o  foreign economic problems. 

$210,000 f o r  contractual auditing. In  most instances, the  com- 
mercial-type contracts of t h i s  Agency a r e  of the  cost-plus-fixed- 
f e e  type. These contracts require annual audi ts  t o  es tab l i sh  the  
correctness of d i r e c t  costs charged, t o  ascer ta in  the  propriety 
of overhead ra tes  used and, generally to protect  the  in te res t s  of 
t h e  Government. Over the  past several years the  Agency has in- 
creased i t s  contract aud i t  coverage by augmenting i t s  own l imited 
audi t  s t a f f  with aud i t  ass is tance from other  Federal agencies and 
public accountants. The increase requested i s  t o  obtain addi t ional  
auditing services from other U.S. agencies and commercial audi t  
firms t o  handle a growing number of contracts becoming due for 
audit .  

$385,000 for  overseas wage a d  p r ice  adjustments. Overseas l o c a l  
wage scales,  a s  well  a s  costs of items and services procured 
local ly ,  have continued t o  r i s e  as  a r e s u l t  of in f la t ion  a s  well 
a s  increases i n  r e a l  wages f o r  comparable services. Salar ies  paid 
t o  foreign nationals a r e  based on s tudies  directed by the  Depart- 
ment of State .  The objective of such s tudies  i s  t o  es tabl ish 
salary ra tes  comparable with those paid f o r  equivalent services 
by l o c a l  pr ivate  and public e n t i t i e s .  Based on current trends 
i n  l o c a l  wages and pr ices  overseas, a cost  increase of $385,000 
i s  projected f o r  FY 1965. 

$522,000 f o r  increased Federal pay costs.  The Postal  Service 
and Federal Ehployees Salary Act of 1962 authorized a two-phase 
increase in  sa la r ies ,  the  second of which became effect ive i n  
January 1964. An addi t ional  $663,000 w i l l  be required i n  FY 1965 
t o  place t h i s  increase, applicable t o  current employment, on a 
fliLl year basis. This i s  o f f s e t  in par t  by a reduction of 
$141,000 i n  pay costs a s  a resu l t  of one l e s s  compensable day i n  
FY 1965. 

Decreases 

$668,200 i n  other Government h e n c u  costs.  In carrying out i t s  de- 
velopment ass is tance programs, A.I.D. u t i l i z e s ,  t o  the  maximum ex- 
t e n t  possible,  the  technical competence of other government agencies. 
I n  the  past,  A.I.D. has reimbursed agencies f o r  these services 
from both administrative and program funds, despi te  t h e  f a c t  t h a t  
a l l  services performed by other U.S. government agencies d i rec t ly  
implement spec i f i c  development programs and projects. About 109 
of these reimbursements have been charged t o  administrative funds. 
i n  the  past. Separating t h e  costs a t t r ibu tab le  t o  each function 



ADMINISTRATIVE EWENSES, A. I.D. 
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i n t o  "administrative" and "program" categories i s  complicated, fur ther  personnel cuts can be made over a period of time without 
time-consuming and costly i n  manpower. To simplify accounting f o r  detriment t o  foreign ass is tance objectives.  In-order  t o  allow 
both A.I.D. and other Government Agencies, therefore, it i s  planned f o r  an orderly reduction of the  administrative s t a f f ,  an average 
t o  finance a l l  of these other government agency costs from program of nine months of t h e  normal costs f o r  these personnel has been 
funds i n  FY 1965. budgeted. The estimate of savings, therefore, represents one- 

/' fouxth of the  current administrative funds budgeted f o r  these 

8420,000 a t t r i b u t a b l e  t o  administrative personnel reductions positions. Savings i n  general management services a r e  a l so  ex- 
pected t o  be realized through t h e  recently ins t i tu ted  Management overseas and other management economies. A c r i t i c a l  review of 
Improvement Program. A.I.D. administrative s ta f f ing  overseas has revealed areas where 



ADMINISTRATrVE AND OTHER EXPENSES, 
DEPARTMENT OF STATE 

Two spec i f i c  a c t i v i t i e s  involving U.S. foreign ass is tance a r e  t h e  
responsibi l i ty  of the  Department of State. These are: ( a )  the  
support of t h e  U.S. Mission t o  the  North Atlantic Treaty Organi- 
zation (NATO) and European regional operations; and (b)  adminis- 
t r a t i o n  of t h e  Mutual Defense Control Act (Battle ~ c t ) .  

An appropriation of $2.9 million i s  requested i n  FY 1965 t o  cover 
costs of these  functions. This compares t o  $2.7 million appropri- 
ated f o r  FYts 1963 and 1964. 

Tne increase of $200,000 over 1964 includes amounts f o r  pay a c t  
increases, overseas wage and pr ice  increases, increases i n  com- 
munication and other  s u p p r t  costs and increased costs f o r  
financing U.S. par t ic ipat ion i n  internat ional  conferences under 
NATO. 

Representatives of the  Departments of State,  Treasury and Defense, 
A.I.D. and t h e  U.S. Information Agency comprise t h e  U.S. Mission 
to NATO and European regional organizations, which include t h e  
Organization f o r  Economic Cooperation and Development (OECD), 
Development Assistance bmmittee, and t h e  Consultative Group-- 
coordinating committee f o r  s t r a t e g i c  t rade  control. 

Of the  $2.9 million requested f o r  f i s c a l  year 1965 $1,935,000 
would cover t h e  expenses f o r  t h e  S ta te  Department element of t h e  
mission, including t h e  Office of t h e  Mission Chief, Office of 
P o l i t i c a l  Affairs and t h e  administrative s t a f f  and Secretar ia t  f o r  
t h e  e n t i r e  organization. 

The basic objectives of t h e  Ba t t l e  Act a re  t o  safeguard t h e  
strength of t h e  United S ta tes  and i t s  a l l i e s ,  and t o  impede t h e  
w a r n a k i n g  po ten t ia l  of t h e  Sino-Soviet bloc, by a system of se- 
c u r i t y  t rade  controls designed t o  prohibi t  o r  l i m i t  exports of 
f r e e  world s t ra teg ic  mater ia ls  t o  t h e  bloc. 

The United S ta tes  has cooperated e f fec t ive ly  with t h e  major indus- 
t r i a l i z e d  nations of t h e  Free World in t h e  operation of an agreed 
system of controls  over s t ra teg ic  t rade  with t h e  SinoSoviet  bloc. 

The Department of S ta te  conducts b i l a t e r a l  and mul t i l a te ra l  nego- 
t i a t i o n s  regarding securi ty  t rade  controls  and t h e  s h i p e n t  o r  
transshipment of controlled items, and attempts, with t h e  cooper- 
ation of other  countries,  t o  prevent unauthorized diversion of 
s t ra teg ic  commodities. The requirement f o r  t h i s  operation i n  
FY 1965 i s  $865,000. 



SUPPORT FOR AMERICAN-SPONSOKED SCHOOLS 
AND HOSPITAIS ABROAD 
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For FY 1965 A . I . D .  is  requesting $16.9 million, plus $1.1 million 
in l o c a l  currency f o r  ass is tance t o  11 American schools and hos- 
p i t a l s  abroad. The la rges t  share ($10.5 mil l ion)  would go t o  the  
Medical Center of t h e  American University of Beirut (AUB) t o  pro- 
vide a modern pat ient  c a r e  f a c i l i t y .  When combined with the  clin- 
i c a l  teaching, research and out-patient f a c i l i t i e s  previously 
financed by a $5 million grant from A . I . D . ,  t h i s  w i l l  create  the  
most modern medical center in the  Middle East. 

The request a l so  includes an estimated $1.1 million t o  purchase 
l o c a l  currency f o r  use by the  American University in Cairo, and 
$1.5 million in assistance f o r  Project Hope. The remaining $4.9 
mil l ion would be a l located among Robert College, t h e  American Farm 
School, Athens College, Pierce College, Anatolia College, t h e  
Escuela Agricola Panamericana, Admiral Br i s to l  Hospital and the  
AUB. 

In FY 1963, grants t o t a l i n g  $4,971,951 were made t o  t h e  following 
colleges and un ivers i t i e s :  AUB, $1,950,000; American University 
in Cairo, $495,451; Robert College in Istanbul,  $850,000; Athens 
College, $265,500; Pierce College, Athens, $600,000; American Farm 
School, Salonika, $284,000; Anatolia College, Salonika, $227,000 
and Escuela Agricola Panamericana, Tegucigalpa, Honduras, $300,000. 

The American schools being ass i s ted  were created by t h e  determined 
e f f o r t s  of dedicated Americans who believed t h a t  American educa- 
t ion ,  with i t s  emphasis on equal i ty  of opportunity, f r e e  inquiry 
and freedom from ideological d o e ,  had something special  t o  con- 
t r i b u t e  t o  t h e  developing countries. 

The graduates of these  American-sponsored schools become teachers, 
government administrators,  agr icu l tu ra l i s t s ,  businessmen, doctors, 
nurses and other  spec ia l i s t s  essen t ia l  t o  t h e  modernization ef- 
f o r t s  of t h e i r  countries. The schools themselves serve as  l iv ing  
models of t h e  American approach. An impressive number of persons 
educated in t h e  American schools in Greece, Lebanon, Turkey and 
Egypt now play key ro les  in the  p o l i t i c a l ,  s c i e n t i f i c  and cu l tu ra l  
l i f e  of t h e i r  countries. 

Each of the schools is  accepted by the host government as  an hon- 
orable contributor t o  t h e  immense educational challenge each coun- 
t r y  faces. The schools themselves require a t  l e a s t  l imited U.S. 
Government support i f  they a re  t o  provide an acceptable l e v e l  of 
teaching. Some of them face c r i t i c a l  f inanc ia l  problems and, 
without emergency assistance from t h e  U.S. Government, might have 
t o  close. 

It is  i n  t h e  U.S. nat ional  i n t e r e s t  t o  help these  schools survive 
and function effect ively,  but not in t h e  i n t e r e s t  of the  Govern- 
ment o r  the schools themselves t o  continue underwriting operating 
budget de f ic i t s .  For t h i s  reason A . I . D .  continues t o  work with 
each school t o  determine t h e  kind and amount of assistance most 
l i k e l y  t o  strengthen i ts  f inanc ia l  base, b e t t e r  equip it f o r  i t s  
ro le  and move it as rapidly as possible toward self-support. 

INVESTMENT SURVEYS 

A.1.D i s  requesting $2.1 million i n  FY 1965 t o  continue t h e  
rapidly expanding investment survey program. This imaginative new 
pr ivate  enterprise a c t i v i t y  has grown rapidly since i t s  i n s t i t u t i o n  
i n  1962. Five investment surveys were authorized i n  1962 and 60 
were authorized i n  1963. The trend of business in te res t  and appli-  
cation continues t o  rapidly increase so t h a t  t h e  o r ig ina l  $1.5 
million appropriated f o r  t h i s  program needs t o  be replenished. 

Under the  investment survey program, A.I.D. can agree t o  pay up t o  
one-half t h e  cost of investment surveys undertaken by prospective 
investors. I f  t h e  survey resu l t s  i n  an investment, the  prospective 
investor pays the  f u l l  cost of the  survey. I f ,  a f t e r  a reasonable 
period of time, the  prospective investor decides not t o  invest, 
A.I.D. pays t h e  agreed portion of t h e  cost of t h e  survey. 

Thus with a po ten t ia l  l i a b i l i t y  of very l imited cost, A.I.D. can 
generate l a rge  pr ivate  investment. The investment survey program 
can contribute f a r  more i n  productive pr ivate  investment than the 
$2.1 million requested by A.I.D. i n  FY 1965 t o  continue the  
program. 

This program, along with A.I.D.'s many otheq pr ivate  enterpr ise  
ac t iv i t i e s ,  i s  discussed more f u l l y  i n  t h e  section on Private 
Enterprise and Resources of t h i s  Volume. 
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I f  A . I . D .  i s  t o  improve i ts  effectiveness in shaping programs tha t  
yield expected resul ts  in a timely fashion and a t  predictable 
costs,  solutions must be found for  a large array of extraordinarily 
complex problems. A reasonable prospect f o r  finding solutions t o  
even a few of the  key problems requires a much more vigorous re- 
search e f for t  than has been possible heretofore with the funding 
levels  authorized in f i s c a l  years 1963 and 1964. 

The request f o r  FY 1965 i s  $15 million. Although t h i s  i s  a sub- 
s t a n t i a l  increase over the  amount made available in FY 1964, it 
represents only 6/10 of I$ of the  over-all economic aid request. 
Thus, it i s  s t i l l  a very modest amount when weighed against the  
over-all s ize  of the A . I . D .  budget, the  number of problems which 
require solution, and the  opportunities t o  support promising, high: 
p r io r i t y  research. 

To be effect ive in t h i s  context, A. I . D .  1s program of sc ien t i f ic  
research and analysis must: (a)  add systematically t o  our a l l -  
too-sparse knowledge of the  processes of development; (b) develop 
improved techniques, equipment and procedures f o r  use by A . I . D .  in 
projects and programs fo r  promoting economic and social  develop- 
ment; and (c) evolve and adapt methods fo r  objectively assessing 
the  resu l t s  of A . I . D .  projects and programs in progress o r  under 
consideration. 

The proposed s ize  of the  program i s  based primarily on a judgment 
of the  amount tha t  can be soundly obligated in FY 1965, in view of 
t he  processing time required and t he  manpower available f o r  project 
review, contract negotiation, and the  interpretation of resu l t s  f o r  
potent ial  users. Of the t o t a l ,  $5 million will  be required t o  fund 
continuing projects in i t i a ted  i n  pr ior  years, $4 million t o  fund 
proposals which w i l l  have been reviewed prior t o  the  end of FY 1964 
but which could not be i n i t i a t ed  f o r  lack of funds, and $6 million 
t o  s t a r t  important new projects. 

A l l  research and analysis proposals are  examined carefully from 
the  standpoint of t he i r  relevance and importance t o  A . I . D .  needs, 
t o  assure t h e i r  sc ien t i f ic  soundness, and t o  be'certain tha t  they 
avoid inadvertent duplication of e f for t .  Extensive use i s  made 
fo r  t h i s  purpose of expert consultants in other government agen- 
cies  and in the  external research c o d t y .  The f i n a l  s tep i s  a 
careful  review by the A . I . D .  Research Advisory Conunittee, a com- 
mittee of U+ eminent sc ien t i s t s  serving a t  the request of t he  
A .  I. D . Administrator. Contract negotiations are i n i t i a t ed  only 
a f t e r  t h i s  extensive review has been completed sa t i s fac tor i ly .  
Contract negotiation procedures a re  designed t o  assure reasonable- 
ness of cost and consistency with sound business practices. 

Apart from the  volume of e f for t  required t o  s t a r t  systematic in- 
vestigations on important problems t o  help A. I .D .  operations, 
there a re  a t  l eas t  four supporting considerations: 

1. With a leve l  much below $15 million, the  program w i l l  not de- 
velop the  momentum required t o  a t t r ac t  top-drawer sc ien t i f ic  
t a len t  f o r  work on the  problems of A .I .D. 

2. A dynamic program of A.1.D.-financed research should stimulate 
the  research e f for t s  of t he  host country through providing 
association with experts, exposing interest ing research oppor- 
tun i t ies ,  and demonstrating the  value t o  the  host governments 
of investments in research. 

3. A s  on-going programs begin t o  reveal challenging fur ther  re- 
search opportunities, many f i r s t - ra te  sc ien t i s t s  w i l l  be moti- 
vated t o  seek support a lso from other sources-- e.g., private 
foundations--for work on these problems--reinforcing the im- 
pact of the  work d i rec t ly  supported by A . I . D .  

4. A s  a resul t  of the experience and insights derived from in- 
vestigations conducted under A . I . D . I s  research program, an 
increasing number of individuals, trained in matters of devel- 
opment, w i l l  become available t o  A . I . D .  

All of these effects--primary and secondary--are contingent upon 
the  attainment of a significant research program. An annual l eve l  
of a t  l eas t  $15 million i s  estimated t o  be the  minimum needed t o  
reach these ends. 

The program i s  organized around seven areas of concentration, as  
follows : 

1. Agriculture. In most less-developed countries, raising agri- 
cul tural  production i s  a pr ior i ty  development goal. The vast 
fund of pertinent knowledge which has made possible the  spec- 
tacular  r i s e  in agricul tural  productivity in the United States  
and other economically advanced countries i s  not d i rec t ly  rel-  
evant t o  the  climates, so i l s ,  and requirements of most less- 
developed countries. The sc ien t i f ic  methods developed by our 
agricul tural  sc ien t i s t s  can rapidly build the knowledge needed 
i n  the  less-developed countries. In the  process, many l oca l  
sc ien t i s t s  can be trained t o  apply these research methods. 
Research i s  under way on t rop ica l  s o i l s  in I a t i n  America and 
Africa, on improving cereal crops in Africa and grain legumes 
in Asia, on t s e t s e  f l y  control and on economic factors  asso- 
ciated with differences in agricul tural  production in 25 t o  
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2. Public Health. A . I . D .  support of research in t h i s  f i e l d  has 
been highly se lec t ive  in order t o  avoid duplication. The most 
subs tan t i a l  investment thus far--about $1 mil l ion f o r  the  pe- 
r iod  1962-64--has been t o  improve malaria eradication methods, 
equipment and materials.  It supports t h e  large A . I . D .  contri-  
bution t o  the  world-wide malaria eradicat ion program and has 
resul ted in subs tan t i a l  savings. The other  areas of pr incipal  
i n t e r e s t  include s tudies  on t h e  most e f fec t ive  methods t o  or- 
ganize and t r a i n  appropriate personnel f o r  t h e  delivery of 
heal th  services  i n  low-income countries,  t h e  e f f e c t s  of spe- 
c i f i c  heal th  measures on economic growth and v ice  versa,  and 
n u t r i t i o n a l  s tudies .  I n  FY 1965, $1.5 mil l ion has been pro- 
grammed f o r  s tudies  in t h i s  area. 

THE A.1.D. RESEARCH AND ANALYSIS PROGRAM 

3. Human Resources. The sca rc i ty  of s k i l l e d  and educated people 
in less-developed countries is  a major obstacle t o  development. 
Research i s  required t o  l ea rn  more about design and performance 
of educational systems, t o  improve cur r i cu la  and teaching 
methods, and t o  devise techniques f o r  distinguishing and u t i -  
l i z i n g  individual d i f ferences  in apt i tudes  and a t t i tudes .  
Studies under way include development of an educational re- 
search i n s t i t u t e  t o  help upgrade secondary and higher educa- 
t i o n  in Central  America; t h e  development and t e s t i n g  of mathe- 
matics curr icula  in Africa and new techniques f o r  teaching 
English a s  a second language. I n  FY 1965, $2.5 mil l ion i s  
programmed f o r  t h i s  area  of concentration. 
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4. Material  Resources. Successful introduction of i n d u s t r i a l  
technology in developing countries requires much deeper under- 
standing than current ly  avai lable  of a v a r i e t y  of complex eco- 
nomic, environmental and technological f ac to r s .  Transfer of a 
technology developed in an advanced country t o  a less-developed 
country may be inappropriate without extensive adaptive re- 
search. Choice of technology, sequence of introduction, plant 
locat ion,  the  in te rac t ions  of investments in transport ,  elec- 
t r i c  power and connnunications on economic growth are  areas  
requir ing major research programs. In FY 1965, $2 mil l ion has 
been programmed f o r  t h i s  area,  a subs tan t i a l  f r ac t ion  of which 
w i l l  continue a program of s tud ies  dealing with economic im- 
pact of t ranspor t  systems. 

30 countries in a l l  four regions. I n  FY 1965, $2.5 mil l ion i s  5. Socia l  Systems. The dynamics of soc ia l ,  
urogrammed f o r  agr icu l tu ra l  research. t u r a l  change a re  the  ul t imate  t a rge t  in t h i s  area  of research 

concentration. Increasing agr icu l tu ra l  production invar iably  
requires s o c i a l  changes in r u r a l  communities--in land tenure 
patterns,  in important a t t i tudes ,  in i n s t i t u t i o n s ,  in l o c a l  
leadership patterns.  Effect ive  introduction of new techniques 
therefore depends on deep understanding of t h e  values, a t t i -  
tudes and i n s t i t u t i o n s  of the  l o c a l  population and of the  most 
effect ive  ways of c o m i c a t i n g  new ideas  so  as  t o  st imulate 
t h e  desired changes i n  behavior. Similarly, rapid urbaniza- 
t i o n  in many less-developed countries poses c r i t i c a l  problems, 
t h e  solutions t o  which w i l l  be found only a f t e r  extensive re- 
search has been conducted. In FY 1965, $1.5 mil l ion is  pro- 
grammed f o r  t h i s  area  of concentration. 

6. Systems Analysis. The effectiveness of development ass is tance 
w i l l  depend heavily on t h e  complex in te rac t ions  of one sec to r  
with another a s  socia l ,  economic, and p o l i t i c a l  changes occur. 
Andlytic t o o l s  need t o  be developed which permit an objective 
appraisal  of these  changes and t h e i r  dependence on a l terna-  
t i v e  courses of action. These a re  techniques patterned a f t e r  
t h e  methods now in general use t o  guide executive decisions 
in mil i tary  and commercial operations. The problems of pro- 
jecting in te rna t iona l  t r ade  pat terns ,  of comparing the  con- 
t r ibut ions  of d i f fe ren t  sectors  t o  nat ional  development, and 
of determining the  e f f e c t s  of external  ass is tance on develop- 
ment are being analyzed by these  techniques with a view t o  
reducing t h e  uncer ta int ies  of program decisions.  Methods w i l l  
be devised t o  appraise more accurately the  impact of d i f fer-  
ent aid po l i c ies  and the  effectiveness of a l t e rna t ive  a id  
programs. In FY 1965, $3.5 mil l ion is  programmed f o r  systems 
analysis s tudies .  

7. Operations A n a l p i s .  Modern ana ly t i ca l  techniques w i l l  be put 
t o  work d i r e c t l y  on problems current ly  faced by operating and 
administrative u n i t s  of A . I . D .  These s tud ies  draw on past  ex- 
perience of the  foreign a i d  program and on comparable experi- 
ence of other  donor countries and t h e  UN agencies. Studies un- 
derway include an evaluation of the  par t ic ipant  t r a in ing  pro- 
gram and an  analysis  of t echn ica l  ass is tance administration. 
I n  addition t o  guiding h e d i a t e  decisions and indicat ing the  
cos t s  of departing from t h e  most advantageous solutions,  oper- 
a t ions  analysis  i s  being used t o  improve A . I . D . l s  methods of 
evaluating project r e s u l t s .  I n  FY 1965, $1.5 mill ion has 
been programmed f o r  such s tudies .  
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As i n  the case of Research, no separate fund request i s  being made 
f o r  the  non-regional programs b r i e f l y  outlined here. The money 
amounts noted a r e  t o  be earmarked from other funding requests f o r  
t he  operation of each par t icular  a c t i v i t y  during t h e  f i s c a l  year. 

OCEAN FREIGRT - VOLWARY AGENCIES 

A.I.D. supports the  people-to-people r e l i e f  and rehabi l i ta t ion 
programs of registered American Voluntary Agencies by paying the 
ocean f re igh t  costs of supplies donated t o  these agencies. Cur- 
rently,  2 8  e l i g ib l e  Agencies and the  American Red Cross a r e  making 
use of t he  overseas f re ight  payment program. To continue t h i s  pro- 
gram in  FY 1965, A.I.D. w i l l  require $5.5 million. 

INSPECTOR GE-, FOREIGN ASSISTANCE 

The Inspector General, Foreign Assistance, i s  given broad s ta tu-  
tory responsibi l i ty  to  inspect, fo r  effectiveness, program under 
the  Foreign Assistance Act, Peace Corps and P.L. 480. The of f ice  
personnel make frequent inspection t r i p s  t o  a l l  pa r t s  of the world. 
TO help maintain the ac t i v i t i e s  of t h i s  office during FY 1965, a 
t o t a l  of $625,000 i s  requested, of which $125,000 w i l l  be from 
Technical Cooperation funds. 

INTEEREGIONAI, EXPENSES - PROGRAM SUMMARY 

(1n thousands of do l la r s )  
FY 1963 1964 FY 1965 
Actual Estimated Proposed 

A.I.D. Washington Program Staff 12,667 15,220 16,000 
Program Support - Dept. of S ta te  7,319 8,500 8,700 
Participant Services : 7,659 8,001 8,700 

Other Agency (4,086) (4,465) (5,300) 
A.I.D. (3,573) (3,536) (3,400) 

Training i n  Cooperatives 394 450 3 00 
Central Book Fund 520 550 700 
Excess Property Offices 116 330 400 
International Aid Coordination 253 3 50 3 50 
Comunications Resources 670 700 700 
General Technical Services: 2,357 3,712 5,300 

General Services (1,580) (2,312) (2,300) 
Other Agency Consultants 
and Support (817) (1,400) (3,000) 

Building Fac i l i t i e s  1,766 2,850 1, 825 
~ e ~ e n d e n t  Education 1; 492 1; 500 1; 500 

Total, Interregional Expenses 35,253 42,163 44,475 

Funded from: 
Technical Cooperation 25,538 32,052 34,500 
Alliance f o r  Progress 9,243 9,975 9,975 
Supporting Assistance 472 136 - 

INTERREGIONAL PROGRAM 

Interregional Program Categories 

Interregional  programs a re  a c t i v i t i e s  conducted mainly i n  the  
United States  i n  d i rec t  support of the A.I.D. f i e l d  program. The 
costs of these ac t i v i t i e s  a r e  charged on a world-wide basis  because 
it would be impractical t o  r e l a t e  than precisely t o  individual 
country or  regional programs. These costs are re la ted  d i rec t ly  t o  
the implementation of country o r  regional programs rather  than t o  
any of the general administrative functions of over-al l  A.I.D. 
d i rect ion and supervision. The expenses of A.I.D.'s interregional 
programs a r e  summarized i n  t he  following table: 

A.I.D. Washimon Program Staff.  A.I.D. maintains from Wash- 
ington headquarters a program s ta f f  which d i rec t ly  supports 
f i e l d  operations. This s t a f f  includes a var ie ty  of profes- 
sionals concerned with program implementation--contract off i -  
cers, taining off icers ,  technicians, research and evaluation 
personnel--who can handle a larger  workload, more effectively, 
out of Washington headquarters than i f  assigned t o  permanent 
f i e l d  locations. 

The 16.0 million required t o  maintain t h i s  s t a f f  i n  FY 1965 
i s  larger  than the previous year because of the  federal  em- 
ployees' pay ra i se  and because of the d m n d s  of a stronger 
s t a f f  t ra ining program. 
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Program Support by t h e  Department of Sta te .  The Department of 7. 
S t a t e  performs f o r  A.I.D. and other  agencies ce r ta in  common 
services i n  Washington and overseas, such a s  communications, 
health,  f i s c a l ,  t ranspor ta t ion and custodial  services,  f o r  
which it charges on a pro-rata basis.  Of t h e  A.I.D. share i n  
such costs f o r  FY 1965, $8.7 mil l ion w i l l  be applicable t o  
program personnel and charged t o  the  in terregional  program. 

Par t ic ipant  Services. E x h  year about 6,000 foreign nationals 
from aided countries a r e  sent  t o  t h e  United S ta tes  f o r  advanced 
t ra in ing  in a wide var ie ty  of technical and professional f i e lds .  8. 
The tramin@; of these  nationals i s  part of t h e  A. I .D.  f i e l d  
e f f o r t  and is  d i r e c t l y  re la ted  t o  the  manpower needs of spe- 
c i f i c  development programs. During FY 1965 $8.7 mil l ion w i l l  
be required f o r  services i n  orienting, placing, guiding and 
counselling pa r t i c ipan t s  i n  the  United Sta tes .  

Training i n  Cooperatives. In  spurring the  development of co- 
o ~ e r a t i v e  i n s t i t u t i o n s  overseas, A.I.D. contracts with a num- 
ber of nongovernmental ins t i tu t ions  f o r  technical  ass is tance 
and, a s  i n  the  case of other f i e l d  a c t i v i t i e s ,  conducts some 
d i r e c t  support a c t i v i t i e s  ( t r a in ing  i n  pa r t i cu la r )  from t h e  
United Sta tes ,  ra ther  than t i e  t h e i r  costs  d i r e c t l y  t o  indi- 
vidual country programs. During FY 1965, $300,000 w i l l  be 
required f o r  such world-wide support a c t i v i t i e s .  

Central Book Fund. A.I.D.'s Central Book Fund was established 
i n  response t o  f i e l d  concern over the  lack of reading matter 
f o r  newly-li terate people and the  growing flow of low-cost 
Sino-Soviet publications t o  the  developing countries.  This 
project  supports experimental undertakings t o  increase the  
a v a i l a b i l i t y  of t e x t ,  s c i e n t i f i c  and other books a t  reasonable 
pr ices  i n  t h e  developing countries. It w i l l  require  $700,000 
i n  FY 1965. 

Excess Property Offices. A.I.D. w i l l  need $400,000 t o  maintain 
the  o f f i ces  handling i t s  program of using excess property where- 
ever possible i n  place of c o s t l i e r  new equipment i n  carrying 
out development projects.  Section 608 of t h e  Foreign Assistance 
Act authorized A.I.D., i n  ant ic ipat ion of overseas needs, t o  
acquire and process equipment declared excess f o r  Government 
requirements and provide t h i s  t o  A.I.D. missions a t  pr ices  f a r  
below those of new property. By using U.S. Government-owned 
excess property wherever possible i n  FY 1963, A.I.D. saved more 
than $43 mil l ion i n  i t s  overseas ass is tance projects .  

In ternat ional  Aid Coordination. The Internat ional  Aid Coordi- 
nation s t a f f  i n  Par is  supports the  U.S. Representative t o  the  
OECD's Development Assistance Committee, a 12-nation group 
formed a t  U.S. i n i t i a t i v e  which includes a l l  major f r e e  world 
a id  donors and has been a major force  i n  improving the terms 
and increasing the  volume of a id  from other  f r e e  countries. 
The $350,000 budget f o r  t h i s  s t a f f  f o r  FY 1965 a l s o  includes 
the  s a h r y  and expenses of t h e  Chairman of t h e  Development 
Assistance Committee, an  American c i t izen.  

Communications Resources. A Washington Comunications Re- 
sources s t a f f  provides d i r e c t  support, on a world-wide basis ,  
t o  A.I.D. Missions i n  disseminating technical  l i t e r a t u r e ,  
books and t ra in ing  information, design and development of com- 
munications media techniques, maintaining a f i lm loan l ibrary,  
exhibit services,  answering technical  inquir ies  and preparing 
special-purpose technical  publications. I t s  budget f o r  FT 
1965 remains a t  $700,000. 

General Technical Services. Certain specialized a c t i v i t i e s  i n  
support of country programs a r e  concentrated i n  A.I.D. s t a f f  
off ices  concerned with technical  assistance,  engineering and 
pr ivate  enterprise.  I n  the  f i e l d s  of agr icul ture ,  health, 
education and industry, these  services make possible a cen- 
t r a l i zed  approach t o  problems several  A.I.D. missions m y  have 
i n  common by providing such things a s  n u t r i t i o n a l  studies,  
preparation of a bibliography of investment opportunities,  
unified sample seed purchasing and t h e  furnishing of manage- 
ment and medical education consultants. The budget f o r  t h i s  
ac t iv i ty  i n  FY 1965 is  $5.3 million. 

Building Fac i l i t i e s .  Under Section 6 3 6 ( ~ )  of t h e  Foreign 
Assistance Act of 1961, not i n  excess of $3 million of t h e  
funds a v a i h b l e  i n  any f i s c a l  year (excluding Development b a n s  ) 
may be used t o  construct or  acquire outside the  United Sta tes ,  
l iv ing  quar ters ,  off i c e  space, schools, hosp i t a l s  and other 
supporting f a c i l i t i e s  f o r  the  use of personnel carrying out 
a c t i v i t i e s  authorized by the  Act, U.S. Government personnel and 
t h e i r  dependents. A t o t a l  of $1.8 mil l ion i n  such f'unds w i l l  
be used i n  FY 1965. 

Dependent Education. Under Section 636(d) of t h e  Foreign 
Assistance Act of 1961, not i n  excess of $1.5 mil l ion of foreign 
assistance funds (excluding Development b a n s )  may be used to. 
assist schools already established ( o r  t o  be established) over- 
seas whenever t h i s  i s  considered most economical o r  whenever 
t h i s  w i l l  bes t  serve U.S. i n t e r e s t s  i n  providing fo r  the edu- 
cation of dependents of foreign ass is tance personnel, o r  o ther  . 
Government personnel posted overseas. For FY 1965, $1.5 m i l -  
l i o n  w i l l  be required. 



SUMMARY TABLES 



MUTUAL DEFENSE AND DEVELOPMENT PROGRAMS 
(Millions of Dollars) 

NEW APPROPRIATIONS TOTAL AVAILABLE FUNDS" 
(Includes New Appropriations, Carryover, Transfers, and Recoveries.) 

Request Appropriation F Y  1965  Original Current F Y  1965 
V Request Proposal E s t ~ m a t e  Proposed 

FY 1964 V 
F Y  1964 

 or FY 1964 excludes Sociol Prcgress Trust Fund. (Request $200 m~llion. Appropriation $135 million.) * Excludes Social Rogresr Trust Fund. 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
AND ALLIANCE FOR PROGRESS 

FY 1964 APPROPRIATION FY 1965 APPROPRIATION REQUEST 

Other b' 

~ $ 7 6  

Loons 

($375) 

Tech 

Technicol coopirotion ond \contingency 
Development Gronts 

Total--$1,865 million* 

Loans 

($465 

Techn 

Technical Cooperation and 
Development Grants 

"~ont ingenc~ 
Fund 

Total--02,392 million 

v l n c l u d e s  Americon Schools and Hospitals Abroad ($14.3 m ~ l l ~ o n  in dollars and $4.7 million for spec101 foreign 
currency program) ; $50.0 million odministrotive expenses (A ID.) and $2.7 million admmistrative eapenses (STATE) 

4 Includes Americon Schools and Hospitals Abrood $18.0 million In dollorr; A.1 D. Administrative Eapenses $52.5 
million; Stote Administrotive Expenses $2.9 million; and $2.1 m ~ l l ~ o n  for Investment Surveys. 

*Excludes oppropriotion of $135 million for the Social Progress Trust Fund. 
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SUMMRKY OF =TIMATED FUND AVAIIABILTFIES FOR MUTUAL D-E AND DEVELOPMENT PROQRAMS - FY 1964 and FY 1965 

(I. thousands of dollars) 
FT 1964 

Carryover Transfers 
from Prior Between Reimburse- Estimted Total Avail, 

Appropri- Year Appro- Appro- ments and Recov- able for  
ations priations priations Receipts er ies  Pi-ogrming 

Military assistance 
Grant Aid Prop,ram 

Credit Sales ~ c c o u n t d  

TOTAL MIUTAIIY ASSISTANCE PROGRAM 

Economic Assistance 
Technical Oooperation and Development Orants 

American Schools and Rospitals Abroad 

American Schools and Hospitals Abroad 
(Special Foreign Currency Program) 

Internat l om1 Ormnlzstlons and Programs 

Supporting Assistance 

mntlngenw Fund 

Alliance for Progress: 
Development bans  
Technical Cooperation 
Inter-American Social and Economic Program 

Developent Iaans 

Surveys of Investment Opportunities 

Administrative Fxpenses - A.I.D. 
Administrative and Other Fxpenses - State  

TOTAL ECONCMIC ASSISTANCE 

TOTAL MVPWL DEFENSE AND DEVELOFWXP 
PR- 

Appropri- Estimted Reimburse- Estimated Total Avail- 
a t ion  Carry- ments and Recw- able for 
Reauest over Receiuts eries Proaranrmi~ 

a Excludes collections from military credi t  sales for  comparability with FY 1965 Military Assistance Program presentation. 
The military assistance pmgram assumes that  up to $50 million may be transferred fm the  contingency fund. 
These amunts are  e s t lmted  dollar receipts i n  FY 1964 but pursuant t o  the FY 1$4 Appropriation Act m y  not be used except "vhere so specified i n  appropriation acts." 
Therefore, the  above amunts a r e  not included i n  the FY 1964 ava i l ab i l i t i e s  for  p r o g m i n g .  
Excludes Social Progress Trust Fund - $l35,000 thausad. 
Excludes Investment (hutranty Program and blFlances In the  special revolving fund fo r  acquisit ion of excess property. Also excludes balances i n  unused borrowing authorities 
and net  receipts i n  the  Development Ioan Liquidation account a s  of 6/30/63 which have been reserved fo r  return to Treasury. 
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Areaa and Programs 

S W R Y  . ALL PROORAMS.. . 
LATIN mRICA ............ 
NEAR EAST AND 

SOUTH ASIA ............. 
FAR EAST.. ............... 
AFRICA.. ................. 

-NATIONAL OROANI- 
UXONS ................ 

AMWJcnn scrnxns am, 
HCGPITAIS ABROAD....... 

m m  NmREDIOWRL 
ACTIVITIES.. ........... 

'Y 1963 
Actual I FY 1964 Estimated ( FY 19!% Proposed 

(I" thousands of do1 

"Y 1%3 
Actual FY 1% Estimated M 1965 Proposed 

,287.970 1,240,988-1,327,38kL2,500-1,643,00~ 

342,835 L23,018-L72.018 482.300-622.300 

I 
4 Total available for EY 1964 is $2,288,656 thousen8 4 mount available Par lending i s  $1,252,968 thousand. Excluded i s  $1 
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Technical Cooperation and 
m i l l n e e  Tor Rogrees X 

p'f 19631 F f  1964 1 ;W< 
Actual Estimated r a s . ,  

nillbon for Social Pmgres 

Supporting Pasistame 

rmst  h a .  



llrsa and Country 

Central American 
EEOnmie Ccmmunity: 

Central America Regional ..... Organization (ROCAP) 
Coda Rica ................ ............... E l  Salvador 
Guatemala ................. 
Hmduram .................. 
Nicmagua ................. 

....................... CNls 
Colombia .................... 
Dominican ReDubliC .......... 
Ecuador ..................... 
Haiti ....................... 
I i e d ~ 0  ...................... 
Pansna ...................... 

TOTAL ECONWIC aSST3M.m 

(In th 

U i a n c e  for m e s s  TMns Supporting Assistsnee Contingency F\llld 



,xund. or dollars) 

Technical Owperation 

n VT IVJ FY 1965 
I-1-1 F.12Iuud L I Proposed 

NEAR EAST AND 

Iran. .................. ? 1 . P  11,250 
Q.3 

12,906 
Iraq. ................. 
I s r a e l . .  ............... L' .Kd Y3,hY 0-10,OOE 
Jordan.. L0.500 
Lebanon ................ 1 U  

Nepal. ................. 3 . a  L , X 3  3,600 ............... Pakistmn I t h . l n l  198.a .................. 2 3 3 , f i O  
Syria ............... Turkey.. 1)3,?!'1 110.170 lLa,ZCQ . United Arab Republic.. 14.--1 1 , 7 M 2 l , 7 W  17,100-27,100 

FAR EAST - TOTAL ~ . W L  319,'+5iiF455 
Bum.. ................. lr.110 .............. Cambodia.. i3.013 
China (Taiwan). ........ 11.~2.. 2,300 

'70,705 ;'?9,;0d :/?,?m 

1 i . w  . 18,300 
l ! .  :.:.30 - 

L 

n/ bpindlng  on the ava i lab i l i ty  of funds, additional loans m y  be made i n  Pakistan, Turkey and India. 
B/ El ig ib le  for lendlng. 
r/ 62,500 thousand p m p a m d  for Arms and Ammunitfon ha8 been auspnded. 

BEST AVAILABLE 

JMenustik
SBA



TREND OF APPROPRIATIONS~ 
(ADJUSTED FOR TRANSFERS AND OTHER RECEIPTS) 

(EXCLUDE3 REAPPROPRIATIONS) 
($Bil l ions) 

Economic Assistance 

Al l iance  for Progress 

-1 

1949 '50 '51 '52 '53 '54 '55 '56 '57 '58 '59 '60 '61 '62 '63 '64 '65 
Fisca l  Years  

(Request) 
Y~xc ludes  Social Progress Trust Fund. 

h~xc~udes  rereipls from Military Credits Sales. previous page ~ i ~ ~ i ~ ~ ~  

JMenustik
PPM



TREND OF EXPENDITURES~ 
A P P R O P R I A T I O N S  BASIS 

$ B i l l i o n s  

Economic Assistance 

1 Military A 

Alliance for 

Economic 

1949 '50 '51 '52 '53 '54 '55 '56 '57 '58 '59 '60 '61 '62 '63 '64 '65 
F i s c a l  Y e a r s  

(Est.) (€st.) 

9~/Excludes Sociol Progress Trust Fund 
48 



ECOKOUIC ASSmm 

Estimated Gmss Ekpenditures and Uncxpended Balaoces, By Appmpriation 

Budaeted Propram 

Develownt laam 

Technical Cooperation and Developtent 
Grants 

American Schwls and Hospitals Ahmad 

American Schools and Hospitals Abroad 
(Special Foreign Currency Fmwea) 

Swveys of Investlnent Opportunities 

Alliance f o r  m e s s :  

LDans 

Technical Cooperation (Inclules m p  
Eh Chilean ~ e c o n s t m t i o n )  

International Organizations and h g r -  

Supporting Aasistance 

Contingency Fund 

Administrative m e n s e s ,  A.I.D. 

Administrative Expenses, S ta t e  

Subtotnl, Budgeted Fmgrsms 

Suecia1 Rewlvine mds 

Advance Acquisition of Property 

Investment G-ty Rogm 

Total &o&c Aasistance 

Social Pmaress l b m t  Fund 

For Fiscal Years 1964 and 1965 

New Applicable Receipts, m ~ ~ e A ~ ~ -  Fatimated EBtimated 
hmds ReLmburaements, less Ekpenditwes Un&xpGEed 
FY 1965 Returns to Treasury rr 1965 FY 1965 6/10/65 

4 %is prcgrm financed i n  pr ior  years fmm other appmpriations, chiefly Develomnt Grants. 
&/ &dudes balances of $545 thousand in  mused bormrlng authorities a d  net receipts of $23,957 thowand i n  the Developtent Iaan Liquidation Account through June 30, 1963 *icb have 

been reserved for  return t o  Trcasluy. 
d Reflects possible t ransfer  of $50 e i o n  to Military Assistance offset by reimbursements of $2,400 thousand. 



PREVIOUS PAGE BLANK 

ALLIANCE 
FOR PROGRESS 



LATIN AMERICA 

JAMAICA 

FY 1965 PROGRAM 



V 

AILIANCE FOR PRCGWSS FEGIONAL STA'IIEMENT 

Shaded areas a n  SECURITY CLASSIFIED and 
inust not be divulged to unauthoriud indi. 

viduals. All other n~aterial is unclusiflmd. 

P o l i t i c a l  problems o f ten  in te r rup t  o r  l i m i t  zrowth. Thev re- PROGRAM SUMMARY 
( In  mill ions of do l l a r s )  

FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 3k1.6 420.0-472.0 482.3-622.3 
Technical Cooperation 119.3 88.0 88.0 
Supporting Assistance 22.7 17.4 
Contingency Fund 81.7 3.2- 

Total  A.I.D. Assistance 

a/ Programmed through 12/31/63. - 

Hew Foundations f o r  Rea l i s t i c  Cooperation 

The Alliance fo r  Progress w i l l  move i n t o  FY 1965 with new organi- 
za t iona l  strength,  concentration of ass is tance ac t iv i ty ,  a new and 
stronger coordinating mechanism, sharper demands fo r  self-help and 
soc ia l  progress, and a c l e a r  appreciation of the  profound t h r e a t s  
t o  cooperative and peaceful development in t h e  Hemisphere. 

The cooperation i n i t i a t e d  under the  Alliance can be in tens i f i ed  a s  
Alliance par tners  f u l f i l l  t h e i r  pledges. To diminish t h e  U.S. in- 
i t i a t i v e ,  or  withdraw a t  t h i s  t h e ,  would r i s k  the  ending of t h e  
new e r a  of cooperation i n i t i a t e d  by President Eisenhower a t  t h e  
time of the  Bogota Conference, carr ied forward by President Kennedy 
i n  t h e  Alliance f o r  Progress, and rededicated forceful ly  by Presi- 
dent Johnson during h i s  f i r s t  week i n  o f f i c e ,  

Alliance experience since August 1961 has l e d  t o  re-emphasis on 
ce r ta in  basic  pr inciples  of Hemispheric cooperation. Now st ress-  
ing t r ade  a s  wel l  a s  a i d  a s  e s s e n t i a l  t o  development, t h e  Latin 
Americans a r e  beginning t o  r e a l i z e  t h a t  they must r ev i se  t h e i r  own 
domestic po l i c ies  t o  increase exports. Further, the re  i s  greater  
understanding in Latin America t h a t  i n t e r n a l  markets must be b u i l t .  
A l l  c i t i zens ,  even in t h e  most remote rural areas,  must be brought 
i n t o  t h e  nat ional  economy. National economies must cooperate, 
through such instruments a s  an outward looking Latin American Free 
Trade Association (LAFTA) and t h e  Central  American Comnon Market. 
Responsible pr ivate  enterpr ise ,  both domestic and foreign, must be 
promoted. Specific actions a re  required t o  encourage p r iva te  in i -  
t i a t i v e  . 
The aggregate growth r a t e  i n  t h e  Hemisphere has been slow, f a l l i n g  
behind t h e  Alliance t a rge t  of 2.5% per cap i t a  each year. Growth 
r a t e s  must be increased t o  keep up with a rap id ly  expanding popu- 
l a t i o n  and r a i s e  l iv ing  standards above mere subsistence. 

emphasize the  f a c t  t h a t  the  ~ l l i k e  i s  a long-range endeavor and 
t h a t  t h e  Alliance i s  all t h e  more necessary a s  a t o o l  f o r  peace- 
ful socia l  change. There i s  abundant evidence t h a t  t h e  t h r e a t  of 
v iolent  revolution, based on the  Cuban model, i s  s t i l l  act ive .  
This th rea t  w i l l  remain fo r  some time t o  come. 

The Charter of Punta del  Este  in mid-1961 accepted President 
Kennedy's c a l l  fo r  an Alliance f o r  Progress and f o r m l a t e d  a ten- 
year program f o r  economic and soc ia l  development. This s p i r i t  
was born in 1960 when t h e  American Republics signed t h e  Act of 
Bogota, which began an a t tack on the  s o c i a l  problems of the  Hem- 
isphere--i l l i teracy, poor housing and health,  and outdated t a x  
and land tenure systems. The Alliance Charter emphasized t h a t  
responsibi l i ty  fo r  basic i n t e r n a l  reforms and 80% of t h e  required 
investment funds l i e s  with the  Lat in  American countries them- 
selves. U.S. sources--both public and private--would provide the  
major part  of t h e  c r i t i c a l  20% margin of external c a p i t a l  and 
technical  assistance.  

I n  1962 a t  Mexico City,  frank mutual evaluation of progress under 
the  Alliance by t h e  Latin Americans themselves showed t h a t  t h e  
momentum for progress was growing. 

The 1963 Sao Paulo meeting found t h e  Latin American nations eager 
t o  accept g rea te r  r espons ib i l i ty  f o r  co l l ec t ive ly  doing t h e i r  
pa r t  f o r  development under the  Alliance. From this g rea te r  s p i r i t  
of cooperation, the  Inter-American Coxrunittee f o r  t h e  Alliarxe f o r  
Progress (cal led CIAP - t h e  i n i t i a l s  of its name i n  s ~ a n i s h ) ,  
which i s  expected t o  be a strong coordinating mechanism f o r  the  
development of Latin America, was born. 

Latin America's s a l e s  of basic commodities during t h e  high pr ice  
periods, World W a r  I1 and t h e  Korean W a r ,  permitted these  nations 
t o  respond t o  development needs while building up exchange re- 
serves. This s i tua t ion  permitted Latin America t o  postpone meet- 
ing the  key problem of d ive rs i f i ed  developnent. During t h e  
f i f t i e s ,  lower p r ices  f o r  such comodi t i e s  as  coffee, t i n  and 
sugar, plus higher pr ices  f o r  t h e  i n d u s t r i a l  imports they needed, 
caused depletion of reserves and a l a rge  increase in foreign debt. 

Thus, t h e  Latin American countries f ind  themselves in a d i f f i c u l t  
period of t r a n s i t i o n  with a sharply l imited capacity t o  service  
additional external  debt on conventional terms. Their external  
debt doubled between 1955 and 1961. They can no longer postpone 
meeting the challenge of development. The challenge t o  grow 
more rapidly c a l l s  f o r  a higher investment l e v e l  which i s  ac- 
companied by a higher l e v e l  of import requirements. External 
a id  i s  essen t i a l  during t h i s  t r a n s i t i o n  period. .. * 
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Although both t o t a l  Gross National Product (GNP) and per cap i t a  people. Twelve mil l ion children a re  now being 
GNP have grown s ince 1958, external  f ac to r s  such a s  declining terms Food-for-Peace programs. 
of t r a d e  and i n t e r n a l  ~roblems such a s  price and wage i n s t a b i l i t y  
have hanmered attemqts t o  increase the  r a t e  of growth and maintain C r l t e r i a  f o r  Aid 
monetary and external  payments balance. 

The FT 1963 and FT 1964 record shows t h a t  U.S. ass is tance and 
Country Progress and U.S. Policy Directions Latin American performance have been c losely  re la ted  by insist- 

ence on mutual ful f i l lment  of Alliance pledges. I n  order t o  ac- 
A new sense of appreciation f o r  self-help and reform is  developing. complish t h i s ,  A . I . D .  has had t o  adapt its programs t o  t h e  
Each year  t h i s  trend i s  evidenced in more countries and in a spec i f i c  problems, t o  the  stage of development, t o  the  capabili-  
g rea te r  number and var ie ty  of policy decisions than before. A s  t h e  t i e s ,  and t o  the  performance of Alliance partners.  There is  no 
Latin Americans themselves agreed a t  the  Sao Paulo meeting, how- one pattern,  but a number of categories can be discerned fox &he 
ever,  only a cautious optimism i s  i n  order. I n s t i t u t i o n a l  change future .  
is Droceeding slowly. Too of ten laws a re  oassed but not imple- 
mented; plans a re  developed but not followed. Chile and Colombia have made c lea r  responses under Alliance c r i -  

t e r i a .  They have undertaken reforms and formulated development 
Continued U.S. support of the  r i s i n g  movement f o r  reform--which the  plans. This organized approach t o  development has a t t r a c t e d  
United S ta tes  has st imulated and helped t o  develop through the  broad in te rna t iona l  par t ic ipat ion.  Both countries face  a d i f f i -  
Alliance--is c ruc ia l  t o  American in te res t s .  c u l t  year i n  FT 1965. Chile has a nat ional  e lect ion t h i s  year. 

A left-wing coal i t ion,  with Connnunist support, cons t i tu tes  a r e a l  
There is progress on reforms. Eleven countries have i n s t i t u t e d  th rea t .  Colombials development program has had t o  cope with the  
major t a x  reform programs o r  comprehensive administrative improve- serious problems of r u r a l  violence and unset t led business confi- 
ments. Im~rovements of a less-comprehensive character have been dence. While the  program i s  a t t r a c t i n g  foreign investment, s t e r n  
undertaken i n  a l l  of the  remaining countries, and i n  some of them measures must be taken by the  government t o  stem i n f l a t i o n  and 
broad l e g i s l a t i o n  on administrative reforms is planned f o r  the  im- deter iorat ion of i t s  foreign exchange posit ion. 
mediate future .  Much more remains t o  be done i n  t h i s  area.  

Other promising areas include Central America, Peru, and Ecuador. 
Land reform e f f o r t s  have begun i n  Venezuela, Colombia, Chile, Peru pa r t i cu la r ly  has been successful i n  a t t r a c t i n g  f r e e  world 
Central America, Panama, Uruguay, and several  s t a t e s  i n  Brazi l .  cap i t a l .  The Central  American Common Market is moving ahead and 
The focus of land reform in Mexico and Bolivia is s h i f t i n g  from becoming a model of economic integrat ion,  not only f o r  Latin 
land d i s t r ibu t ion  t o  farm ~ r o d u c t i v i t y .  Peru and Ecuador w i l l  America but f o r  other developing areas a s  well. I n  these  areas, 
soon be making far-reaching changes i n  t h e i r  depressed r u r a l  areas.  reforms a re  being supported primarily by A . I . D .  project  loans and 

technical  cooperation. 
National development plans have been submitted by e ight  countries 
t o  the  OAS Panel of lhper t s  and an equal number a r e  exuected t o  I n  Braz i l  and Argentina, while the  development base is  strong and 
submit t h e i r  plans by the  end of 1964. The Panel 's  review has been reforms have been undertaken, basic problems of p o l i t i c a l  and 
useful  i n  st imulating new development planning decisions i n  sev- economic s t a b i l i t y  have yet t o  be solved. In te rna t iona l  lending 
e r a 1  of the  e ight  countries.  agencies and pr ivate  investors  a r e  taking a wait-and-see a t t i t u d e  

toward both countries.  3% Argtattina, exagg&%tt;& ElaEimm d 
Large-scale self-help housing programs have been inaugurated i n  Wlat%onary financjslg s&oudQf C h w t e n  the rsoun%rytrs 9QCW@?, 
15 countries.  Savings and loan systems have been adooted i n  nine BP&z%~'$ presi&nt, 2nfl'uentced bg Zeflist athrlsom, etaelm po%%- 
countries.  i c d  a&arrta$~ from the djscontfmt retsulting fmm maway h&b- 

t ion, balance-of -pagzn@~t b crisis, and nationali&ic sen-%, 
Self-helo efforts--supported by external  assistance,  or imari ly  
from t h e  United States--also mean ~ h y s i c a l  progress i n  v i t a l  so- 
c i a l  areas.  Alliance programs already ap~roved w i l l  r e s u l t  in 
over 200,000 new homes f o r  a mil l ion and a half people. They 
w i l l  provide potable water and sewerage systems f o r  1 8  mil l ion 

I;' 
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A W C E  FOR PROGElESS ElEGIONfi S E U ' W  

Trade I n  Bolivia, t h e  United S ta tes  i s  attempting t o  help t h e  Bolivian 
Government t o  consolidate the  s o c i a l  gains of i t s  nat ional  revolu- 
t i o n  and t o  bui ld  the  i n s t i t u t i o n a l  and physical bases f o r  growth. 

Pr ivate  Fhterprise 

More and more the  key t o  self-sustaining growth i s  perceived in 
t h e  in te rac t ion  of Latin American, U.S., and other f ree  world 
pr ivate  cap i t a l .  U.S. programs s t r e s s  both the  promotion of U.S. 
investment in Latin America and t h e  encouragement of Latin American 
entrepreneurs. 

The Investment Guaranty Program has expanded i t s  Latin American 
a c t i v i t y  by 60% i n  the  past  six months. There is  now $400 mil l ion 
in guaranties outstanding f o r  U.S. investment in Latin America. 
The spec ia l  housing guaranty program is a l s o  picking up momentum 
in Latin America. 

To spur l o c a l  investment, A . I . D .  has invested over $280 mil l ion in 
development banks in Latin America providing c a p i t a l  f o r  farm 
c red i t ,  f o r  development of small business and industr ies ,  and f o r  
home building. 

Investment surveys a re  under way which, with m i n i m a l  A . I . D .  sup- 
port ,  may resu l t  in some $80 mil l ion worth of new pr ivate  invest-  
ment in Latin America. There a re  59 ac t ive  Cooley loans support- 
ing U.S. pr ivate  investment i n  Central  America. 

The l o c a l  currency proceeds of program loans in Colombia a re  being 
used f o r  a pr ivate  investment fund which has had a strong multi- 
p l i e r  e f fec t  on pr ivate  investment in Colombia. 

La& American leaders  increasingly understand t h a t  i f  they a re  t o  
improve t h e i r  investment climate, reduce c a p i t a l  f l i g h t ,  and in- 
duce external  investment, they must take a number of forward s teps  
in the  f i e l d  of monetary and f i s c a l  s t a b i l i t y  and incentives f o r  
investment. Here, the  s t rong i n t e r n a l  pressures f o r  reform and 
development--which i n  some instances discourage foreign invest-  
ment--are in other cases providing governments with the  s t rength 
t o  make the  monetary and f i s c a l  reforms requ i s i t e  f o r  growth. 
They a re  being ass i s t ed  in these  d i f f i c u l t  pol ic ies  by new in- 
t e r e s t  from pr ivate  sources, pa r t i cu la r ly  in the  manufacturing 
sec to r  in the  United S ta tes  by t h e  At lant ic  C o m i t y  Development 
Group f o r  Latin America (ADELA), and an increased t rading a c t i v i t y  
with Japan and Western European nations.  

Latin America's attempts t o  reduce dependence on primary products 
and t o  widen i t s  markets have had l i t t l e  p rac t i ca l  success s o  f a r ,  
although the signs a r e  encouraging. The 1963 Coffee Agreement, 
designed t o  s t a b i l i z e  production and pr ices  of t h i s  most basic  of 
a l l  Latin American comodi t ies ,  i s  a hopeful development. A l -  
though price increases t h i s  year a re  not the  resu l t  of t h e  Agree- 
ment, earnings from coffee a re  expected t o  be higher than in the  
past several  years. Such earnings should have a favorable impact 
on development e f f o r t s  within coffee exporting countries--ending 
the  pattern of "boom and bust". Intra-regional t rade,  stimulated 
by LAFTA and the  Central  American Comon Market has already pro- 
gressed through lowering t a r i f f s  and widening markets. Latin 
America as a whole i s  t rading more with Europe. Greater European 
involvement in Latin American a f f a i r s  should be forthcoming. This 
year, France extended a $150 mil l ion c red i t  t o  Medco, and G e m a w  
loaned $50 mil l ion t o  Brazi l .  

U.S. Role in Alliance--FY 1965 

The request f o r  new Alliance funds for  FY 1965 i s  $550 mill ion. 

Once again t h e  emphasis i s  on development loans--84% of t h e  t o t a l  
--with a l e s se r  amount f o r  technical  cooperation grants.  A . I . D .  
w i l l  continue i t s  r o l e  a s  a development banker, lending a t  conces- 
s iona l  terms. Its lending w i l l  serve a s  a persuasive t o o l  t o  
achieve the goals of t h e  Alliance. While the  effectiveness of 
t h e  $482 mill ion program f o r  loans has d e f i n i t e  limits, given t h e  
inunense needs f o r  improvements i n  Latin America, these  loans of ten 
provide a s t r a t e g i c  margin f o r  fur ther ing joint  objectives.  

Capi ta l  loans w i l l  bui ld  i n s t i t u t i o n s  a s  well  as  in f ras t ruc tu re  
and public f a c i l i t i e s .  They help a small pr ivate  entrepreneur a s  
wel l  a s  the chi ld  seeking a secondary education. 

The technical cooperation program i s  designed t o  develop t h e  
essen t i a l  know-how, the  t ra ined manpower, and the  i n s t i t u t i o n s  
lacking in the  southern half  of the  Hemisphere. The proposed 
program for  FY 1965 i s  $88 mill ion, down $31 mill ion from t h e  
$ l l9  million used in FY 1963. Grants f o r  c a p i t a l  items have been 
eliminated. The t rend has been t o  reduce the  reliance on direct -  
h i r e  A . I . D .  employees and d i rec t  provision of commodities and 
services.  

This policy i s  increasingly involving t h e  u t i l i z a t i o n  by A . I . D .  
of the  great fund of t a l e n t  avai lable  in the  United S ta tes  t o  
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accomplish specific developmental tasks in specific time periods. 
Leading universities,  s t a t e  land grant colleges, the State of 
California i t s e l f ,  the  National Farmerst Union, the American In- 
s t i t u t e  fo r  Free Labor Development, the Cooperative League of 
America--all these and many other private American institutions-- 
are  be- u t i l i zed  effect ively in the Alliance technical coopera- 
t ion  program. 

In addition, federal agencies other than A.I.D. are  providing 
valuable services. These include the Internal Revenue Service, 
f o r  t a x  administration reform, and the Department of Agriculture, 
f o r  agricul tural  advisory services. 

Supporting Assistance i s  requested fo r  three specif ic  problem 
areas, in which U.S. in te res t s  are  involved but for  which develop- 
ment finance would be inappropriate . 
Other Aid Sources and Coordination 

Alliance countries a re  looking forward t o  the establishment of t he  
CIAP. As a significant coordinating mechanism encouraging whole- 
hearted participation by Latin America i n  Alliance self-help and 
reform efforts ,  CIAP's e f for t s  should help qualify more Latin 
American countries fo r  international financial assistance. CIAP 
provides a focus f o r  fur ther  coordinated effor ts  with the multi- 
l a t e r a l  agencies. Recommendations of the  OAS Panel of Nine, who 
are charged with evaluating the  development plans of Alliance 
nations, w i l l  take on even more significance. Efforts of the  
World Bank family, the  Inter-American Development Bank (IDB), the  
UN technical  agencies, and Organization of American States  (OAS) 
w i l l  be be t te r  linked and should contribute more t o  development 
than ever before. The international agencies invested nearly 
$400 million in Latin America in 1963. Perhaps more importantly, 
CUP w i l l  t e s t  performance, t o  determine how much each country 
can use effectively in support of i ts  own development e f for t s .  

The U.S. contribution i s  now coordinated a t  one point, with the  
U .  S. Coordinator of the  Alliance fo r  Progress being both Assist- 
ant Secretary of State  and a Special Assistant t o  the  President. 

- 
The U. S. contribution involves not only A. I. D. , but also the re- 
sources of Food-f or-Peace, the  Export-Import (EX- Im)  Bank, the  
Peace Corps, and the Social Progress Trust Fund of the  IDB. The 
new organizational simplification should make fo r  quicker response 
t o  fast-moving s i tuat ions in Latin America. It has already made 
clear  t ha t  there i s  one voice in Alliance matters in the  United 
States. In  addition, the  continuing e f for t s  t o  improve the ef- 
ficiency of A.I .D.  machinery, both f o r  program f o m l a t i o n  and 
hplementation, are moving the program forward. 

Outlook fo r  the  Future 

The r e a l  problems in Latin America--poverty, hunger, and disease, 
illiteracy, the  degradation of slum life--will  not be solved sim- 
ply by condemning Castro C o m i s t s  o r  nat ional is t  extremists. 
They must be met with an active program of help and self-help. 

The Alliance road t o  development i s  a long one. There have been 
many setbacks. More are t o  come. There are  many who, fearing 
the  h e n s i t y  of the  obstacles, the  evidence of resistance t o  
progress, and the  pace of achievement, despair of the  Alliance. 
The note of despair has often been sounded in the  Cold War period, 
f romthe Marshall Plan through the  race t o  the moon. Once again, 
the antidote t o  despair is  action. The United States cannot pu l l  
out; it must move ahead. The Soviet Union i s  increasing i t s  con- 
t r ibut ion t o  Cuba, which already receives nearly as much assis t -  
ance as A.I .D.  provides f o r  the r e s t  of Latin America combined. 
Our chances of ultimate success are  much greater.  And the  hi- 
t i a t i v e  i s  ours. 

Democratic leaders in Latin America took seriously President 
Kennedy's wholehearted commitment t o  t h i s  program, h i s  constant 
in te res t  in it, h i s  impatience with them. The United States  be- 
came a friend, partner in a great Alliance against poverty. The 
benefits t o  the  United States  were great in the f i r s t  two years 
of the  Alliance for  Progress. As President Johnson said, it i s  
up t o  all ci t izens of the  Hemisphere t o  convert the  Alliance fo r  
Progress into a l iving memorial t o  President Kennedy--and t o  make 
it work. 
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BASIC DATA 
Population (millions - mid-1 963) ....... 21.0 

....... Annual Growth Rate (percent). 1.7 

............ Area (1000 square miles) 1,054 
... Population Density per square mile. 19 

. . . .  Agicultural Land as % of Total Area 52 
... Percent of Population in Agriculture 25 

Life Expectanq (years) ............ 5 9  
People per tloctor. . . . . . . . . . . . . . . . .  780 

Literacy Rate (percent) ............. 86 
Pupils a s  Percent of Population. ....... 18 
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Index per Capita ........................ ...................... Wheat (1,000 M!C) 
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Meat ................................... 
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......................... TradeBalanm 
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....................... Total Expenditures 
(Delense Expenditures). ................... 
(Capital O r t h y s ) .  ....................... 

Total Domestic Revenues .................... 
As percent of GNP ....................... 

Deficit (-1 or Surplus (+) ..................... 
* Converted at 120 pesos per U.S.$. 
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t a x  co l l ec t ion  system through the  use of da ta  
ment . PROGRAM SUMMARY 

y 
FY 1963 FY 1964 FY 1965 
Actual Estimated P r o ~ o s e d  

Development Loans 76.4 
Technical Cooperation 3.3 
Contingency %nd 20.0 XXX XXX 

Total  A . 1  .D.  Assistance 99.7 11.5 U . w  

Proeress .  Self-Helu. Aid from Others 

Ea r ly  i n  1963 the  provis ional  government of Argentina received 
emergency a s s i s t ance  from the In t e rna t iona l  Monetary Fund ( IMF) ,  
U.S. and European f i n a n c i a l  i n s t i t u t i o n s  t o  s t a b i l i z e  and help  pre- 
vent  a f u r t h e r  economic decline p r i o r  t o  the e l e c t i o n s  i n  Ju ly .  
The a s s i s t ance  "package" cont r ibuted  s ign i f i can t ly  t o  the c rea t ion  
of an environment i n  which f r e e  e l ec t ions  were he ld  and a demo- 
c r a t i c a l l y  e l ec t ed  government was i n s t a l l e d  i n  o f f i c e .  

It was hoped that the  new gotoajrrmpent would fallow sound eoonWe 
policies--within its fmayork  of democratic procebures-ta Mnig 
Argentina ou t  of i t s  long period of  relative s ~ t i o n  trnd to 
realize to a Larger degree its great economic paten.tial. A t  tihe 
moment, It seem doubtful t h a t  the govenunent w i 1 1  follow such a 
course, a t  least i n  the near future.  Exaggerated natiorialimii aad 
.inf,lationary f inancing se r ious ly  threa ten  achievement of the sco- 
nomic p o t e n t i a l  o f  the  counCry. 

The Government has taken some s ign i f i can t  self-help measures. I t  
has proposed far-reaching p o l i c i e s  f o r  the improvement of agr icul -  
t u r a l  production and land tenure,  including tax  incen t ives  and 
measures which penalize non-productive land use. The government 
should a l s o  begin t o  remove long standing b a r r i e r s  t o  investment, 
mechanization and modernization of the ag r i cu l tu ra l  s ec to r .  

Development planning has been given increased emphasis through 
s t rengthening the  National Development Council and government con- 
t r a c t s  with Harvard Universi ty and Stanford Research I n s t i t u t e .  
A na t iona l  development plan should be completed by the  end of t h i s  
year .  

The I n t e r n a l  Revenue Service was reorganized and has made s i g n i f i -  
cant  progress i n  reducing t a x  evasion. Numerous new emergency 
l e v i e s  and increased t a x  r a t e s  were imposed i n  l a t e  1962 and e a r l y  
1963, and the  Government i s  undertaking t h e  modernization o f  t h e  

The admin i s t r a t ion ' s  program of t a x  enforcement, however, has n o t  
y e t  been complemented by a companion program t o  reduce expendi- 
t u r e s  and subs id ies  t o  government e n t e r p r i s e s  which a r e  causing 
mounting budget d e f i c i t s .  The budget d e f i c i t  f o r  FY 1963 was a 
record $661 mi l l ion .  I t  r e s u l t e d  p r inc ipa l ly  from payments by 
the  adminis t ra t ion  of a p a r t  of t he  accumulated backlog of ,over-  
due s a l a r i e s  and pensions, subs t an t i a l  increases  i n  public debt 
serv ice ,  l a r g e r  opera t ing  d e f i c i t s  of t he  s t a t e  r a i l r o a d s  and 
higher s a l a ry  r a t e s  f o r  government employees. 

The s ing le  most press ing  i tem i n  the  budget d e f i c i t  i s  the  annual 
subsidy t o  the  S t a t e  Railways amounting to  nea r ly  $250 mi l l ion .  
Lasting budgetary improvement w i l l  r equi re  a so lu t ion  t o  t h i s  
s e r ious  problem. 

I n  1963 Argentina enjoyed a favorable t rade  balance of over $300 
mi l l ion ,  due t o  b e t t e r  than average export  crops and considerably 
reduced imports. Exceptionally good 1964 prospects  f o r  exports  
i nd ica t e  t h a t  even with increased imports t he re  should be a f u r -  
t h e r  favorable t rade  balance. However, the  r e s u l t i n g  improvement 
i n  the  Central  Bank foreign exchange pos i t i on  w i l l  s t i l l  not  re-  
l i e v e  the Government of the problem of meeting i ts  huge fore ign  
debt serv ice .  

Argentina 's  $400 mi l l i on  debt serv ice  i n  1964 i s  the  h ighes t  of 
any country i n  Lat in  America and i s  est imated t o  be 33% of ex- 
por ts .  Subs tan t i a l  refinancing,  refunding and consolidation of 
ex te rna l  debt  from 1960 through 1963 has only  postponed the  
problem and by 1965 projec ted  repayments w i l l  be near ly  40% of 
expected export  earnings.  I n  addi t ion  t o  publ ic  debt, repayqents 
on p r iva t e  debt not  covered by a governmental guarantee w i l l  add 
$5&$70 mil l ion  t o  t h e  t o t a l  fore ign  exchange requirements i n  
1965. The G o w h n t  w f l l  probably h a w  k, deek Wor refinwm- 
i n g  f r o m  both Europe and the United S t a t e s  i n  1964. 

The Government has increas ingly  r e so r t ed  t o  Centra l  Bank financ- 
i ng  and Treasury bond i s sues ,  and the i n f l a t i o n a r y  e f f e c t  on the  
cost-of-l iving index was about 30% i n  1963. The Congress has now 
revised  the  Centra l  Bank Charter  t o  permit f u r t h e r  monetary ex- 
pansion and Treasury borrowing. Unless the Government takes  
prompt ac t ion  t o  r e s t r a i n  expenditures.  an increased r a t e  of in-  
f l a t i o n  could r e s u l t .  

The tendencies 'of sanrt %&foes of #e narr -$ ha&&>= 
aggerated n a t i o n d i m  ham r e s u l t e d  i n  postponement o f  plang fir 
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fore ign  development a s s i s t ance  and p r i v a t e  i n v e s b e n t .  The annul- 
ment of con t r ac t s  with p r iva t e  o i l  companies, nine of which a r e  
U.S. f i rms,  has been the  most notable ac t ion  of t h i s  type. How- 
ever.  the  p r iva t e  companies have continued production a t  the  
~ove rnmen t i s  reques t  bn the  previous cont rac tual  bas i s ,  and the  . 
I l l i a  adminis t ra t ion  appears to be seeking a  so lu t ion  which w i l l  
assure  continued s e r v i c e s  by the  p r i v a t e  companies, while s a t i s f y -  
i n g  the  Governnrentls domestic p o l i t i c a l  pramiws.  3 .  

Argentina continues t o  have grea t  a t t r a c t i o n  t o  fore ign  p r iva t e  in-  
vestment and, with proper governmental encouragement, -co-uld expect 
an inflow of $200-$300 mi l l i on  per year.  However, there  is some 
doubt t h a t  the Government w i l l  be able  t o  r e o r i e n t  i ts  f i s c a l  and 
economic p o l i c i e s  r ap id ly  enough t o  promote the  infus ion  of massive 
p r iva t e  investment. 

Tf belance-of-payments needs a r e  to be met, netces8ary external m- 
'sources f o r  F+Y 1965 would Include a renewal or enlargemsnt o f  the 
XPZF $I00 mil l ion  s t a b i l i z a t i o n  agreement, Export-Import (̂ Ex-lm) 
Bank c r e d i t s ,  development loans  from In te rna t iona l  Bank f o r  Re- 
cons t ruc t ion  and Development, (IBRD), Inter-Amtrloan Dwelopnr+at 
Wnk, (XDB), A.I.D., snd European nations as w e l l  a s  a reschadt* 
uling o f  a t  least $200 mil l ion  Of external public debt, Since 
1960 Argentina has received ex te rna l  a s s i s t ance  from a l l  sources 
of $700 t o  $800 m i l l i o n  a  year ,  about one t h i r d  i n  p r i v a t e  in-. 
vestment. Aqy 6erioUB retktr~h% Ort such an i!qm&ant dapital 
rZnf3.w could have a aigaiii~ant ;tmps& m the fragile dltlsocss$io I 
eitrudwe and pos%pipone self-erurltairtW gmwW, far itany y w r .  

U.S. 0b.jectives and Pol icy  

The primary U.S. ob jec t ive  i n  Argentina i s  t o  encourage sound de- 
mocracy i n  an independent Argentina and the  adoption by the  
Argentines of p o l i c i e s  and measures t o  promote a  ae l f -sus ta in ing 
process of rapid  economic development of b e n e f i t  t o  a l l  s ec to r s  of 
the  population.  

The United S t a t e s  w i l l  continue t o  attempt t o  persuade the  Govern- 
ment t o  adopt p o l i c i e s  which w i l l  promote economic growth and 
w i l l  encourage the  Government: ( a )  t o  make major improvements i n  
public administrat ion and the  t a x  system, reduce waste and in- 
e f f ic iency i n  the  S ta t e  rai lways,  YPF and o the r  s t a t e  en te rp r i se s ;  
( b )  t o  fu r the r  improve public p o l i c i e s  i n  the  a g r i c u l t u r a l  sec tor  
t o  reduce the  fundamental handicaps t o  a g r i c u l t u r a l  development; 
( c )  t o  e s t ab l i sh  a  budgetary program t o  achieve f i s c a l  s e l f -  
d i sc ip l ine ,  and ( d )  t o  acce le ra t e  t h e i r  na t iona l  planning e f f o r t s  
and b e t t e r  resource a l loca t ion .  

c i a l  develo~ment e f f o r t s .  ~ r i v a t e  e n t e r ~ r i s e  and the  develoument 
of human resources.  I n  gldkrtion t o  the t ' c r i t e r i a  as t o  the fields 
for  rssiatahce, A .I. D. w i l l  emphasf ae loans  for a c t i v i t i e s  having 
a hlgh fore ign  exchange campanent and avoid f lnancfng projects 
which would have t h e  e f f e c t  of providing support  f o r  t he  Centra l  
Government. 

I f  Argentina c a r r i e s  ouk sound economic and f i s c a l  p a l i c f ~ ~ s ,  the 
Unitwd S t a t e s  would consider p ro jec t  and program aaeia tance  to the 
Centra l  Government, poss ib ly  i n  conso r t i a  wi th  i n t e r n a t i o n a l  f i -  
nancing agencies,  a s  t h e  most e f f e c t i v e  means o f  assu r ing  . ' 
A r p n t i n a f s  se l f -sus ta in ing growth and the  e a r l y  end of t he  need 
f o r  external ass is tance .  This  p o s s i b i l i t y  has n o t  been consid- 
ered  l i k e l y  enough in the  per iod  under cons idera t ion  to ha-ve been 
included i n  t h e  &&&0 m i l l i o n  Dasebpukent loan range p r W d  
f o r  FY 1965. 

of a g r i c u l t u r a l  exports  w i l l  be served by providing loans  f o r  t he  
Northern Regional Provinces f o r  a g r i c u l t u r a l  c r e d i t  i n s t i t u t i o n s ,  
f o r  processing and marketing f a c i l i t i e s  and f o r  an in t eg ra t ed  
t ranspor ta t ion  program t o  open the  a r e a ' s  productive po ten t i a l  t o  
market centers .  

A . I . D .  plans t o  a s s i s t  the  expansion of p r iva t e  en te rp r i se  i n  the  
a g r i c u l t u r a l  s e c t o r  by loans  t o  improve the da i ry  and f i s h i n g  
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i n d u s t r i e s  and f o r  r u r a l  e l e c t r i f i c a t i o n ,  while t e c h n i c a l  a s s i s t -  f o r  c o n s t r u c t i o n  of  s e l f - h e l p  housing.  
ance w i l l  be con t inued  i n  r e s e a r c h  and ex tens ion .  w i l l  be provided l a b o r  and educa t ion  w i t h  p a r t i c u l a r  emphasis on 

o r i e n t a t i o n  of key l a b o r  l e a d e r s  and t h e  o r g a n i z a t i o n  of  an 
P r i v a t e l y  f inanced  low c o s t  housing w i l l  be s t imula ted  through Argent ine l a b o r  union t r a i n i n g  c e n t e r .  
housing g u a r a n t i e s  and a s s i s t a n c e  t o  l a b o r  unions and c o o p e r a t i v e s  
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Argentina 
( U . S .  F t s c a l  Y e a r s  - M t l l t o n s  o f  D o l l a r s )  

OVERSEAS LOANS AND GRANTS - N E T  OBLIGATIONS AND L (  AUTHOR1 ZAT lONS 

FOREIGN ASSISTANCE 
ACT PERIOO 

IEPAYMENT 
AND 

l NTEREST 
1 9 4 6 -  
1 9 6 3  

5.0 
5.0 - 
u 

- - 
(-) 
(-) 

- - 
- - - - 

- - - 
178.8 

- 

TOTAL 
LESS 

EPAYMENTS 
AND 

l NTEREST 

lh9.5 

1h2 .o 
7.5 

35.0 

(30.5) 
(12.2) 

18.3 - 
- 
- - 

18.3 

- - - 
- 

256.1 

0.1 

8%- 
7.6 

u. 
MARSHALL 

PLAN 
PERIOO 

9 4 9 -  1 9 5 2  

- - 
- - 
- 
- - 

(-1 
(-) 

- - 
- - - - 
- - - - 

101.5 

!4 

101.5 m 
u 

R E L I E F  MUTUAL SECURITY ACT PERIOO TOTAL 
1 9 4 6 -  
1 9 6 3  

PROGRAM 

1 9 4 6 - 1 9 4 8  

\. I .D .  A I D  PREDECESSOR AGENCIES - TOTAL.. - .... - 
L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

i O C l A L  PROGRESS TRUST FUND ................... I - 
:OOD FOR PEACE - TOTAL ....................... 

. . . . . .  . T t  t l e  I ( T o t a l  S o l e s  A g r e e m e n t s ) .  (-) 
. . . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  (-) 

T I T L E  I  - PLANNED FOR LOANS AND GRANTS ..... I -= 
1 0 4 c  . G r a n t s  f o r  Connon 2 e f e n s e . .  . . . . . . .  - 
1 0 4 e  . G r a n t s  f o r  E c o n .  n e u e l o p m e n t . .  . . . .  - 

. . . . . . .  1 0 4 e  - L o o n s  t o  P r r v a t e  I n d u s t r y . .  - 
1 0 4 g  . L o a n s  t o  Governments . . . . . . . . . . . . . .  - 

T I T L E  I - ASS'T FRCM OTHER CCUNTRf SALES A G M I S  . - 
T I T L E  I  I - EMERGENCY REL I  EF b ECON. DFV. . . . . .  - 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . . . . . .  - 
T I T L E  I V - D O L L A R  CREDIT  SALFS. . . . . . . . . . . . . .  - 

......... iXPORT-IMPORT BANK LONG-TERM LOANS.. 1 O e 2  
ITHER U.S. ECONOMIC PROGRAMS.. ............... 

TOTAL ECONOMIC ......................... 
G r a n t s . . .  
L o a n s  

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

4 l L l T A R Y  ASSISTANCE PROGRAM - (Chg.  t o  App .  ) .  . 
( A d d i t i o n a l  G r a n t s  f r o m  E r c e s r  S t o c k s ) .  . (-) I - 

ITHER M I L I T A R Y  ASSISTANCE.. . .  ............. . .  
TOTAL M I L I T A R Y  ......................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o o n s . .  
G r a n t s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L E C O N O M I C A N D M I L I T A R Y  . . . . . . .  . . . . . . I  0.2 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.2 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

* Less than $50,000. a/ Excludes refinancings of $72.0 million. 
- 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - - ..... IBRD - World Bank 95.0 a 3 . 5  
UN Tech. Ass't .  (CY) . . 0.5 0:s 3.h ....... UN Special  Fund 0.8 1.8 6.8 
Int l l .Finance Corp. ... 3.0 8.2 ... Inter-Am. Dev. Bank 3h.h 38r3 72.8 

S I  NO-SOVI ET BLOC ASS1 STANCE 

1 9 6 2  [ C a l e n d a r  Y e a r l . .  . .................... - 
1 9 6 3  ( C a l e n d a r  Y e a r )  ....................... - 

....................... C u m u l a t i v e  t h r u  1 9 6 3  10h.0 



Bolivia '7 

1, 

Populc 
BASIC DATA 

[tion (millions - mid-1963) ....... 4.1 ....... Annual Growth Rate (percent). 2.3 

Area (1000 square miles) ............ 424 
Population Density per square mile. ... 10 

.... Agricultuml Land as % of Total Area U 
... Percent of Population in Agriculture 70 

............ ~ i f e  ~xpec tancy  ( y e a s )  50 ................ People per Doctor. 4,000 

Literacy Rate (percent) ............. 31 
Pupils a s  Percent of Population. ....... 5 

(Primary G Secondav) 

Bo l i v i  a - GENERAL ECONOMIC DATA 

t u~lhons BOLIVIA - GROWTH TRENDS 
1962 PflCLS 

GROWTH RATE I 
I I GNP 36%" / 

iROWTH INDICATORS 
Total GNP (in 1962 prices; S millions)* -......... 

.................. Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . - . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance as % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Agricultural Prod. Index (1 952-54= 100) 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  
Corn (1,000 MT) ....................... 

......... Petroleum Product ion (1,000 MT) 

NTERNATIONAL TRADE (S millions) ...................... Total Exports (1.0.6.). ........................... Tin (c.f.f.) 
Total Imports ( c .  i. f.) ....................... 

......................... Tmde Balance 

;OLD & FOREIGN EXCHANGE (~~d,9{$~$) .  ..... 
. . . . . . . . . . .  >OST O F  LIVING INDEX (1958= 100). 

:ENTRAL GOVERNMENT FINANCES * 
(FP ending December 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  (Defense Expenditures). 

....................... (Capital Outlays). 

Total Domestic Revenues .................... 
As percent of GNP ....................... 

..................... Deficit (-) or Surplus (+) 

* Converted a t  12,000 bol iv ianos  per U.S.8. 

Calendar Years 
1961 - - 1962 

- Million Dollar Equivalents - 

1963 Est. 

505 
124 

17 
29 
12 

156 
124 
290 

450 

62 
(56) 
109 
-47 

~~(Nov.) 

151 



muat not bo divulged to unauth0rii.d hdi- 

PROGM SUMMARY 
(1n mill ions of do l l a r s )  

FY 1963 FT 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 18.3 25.0-35.0 25.0-50.0 
Technical Cooperation 7.4 5.5 5.0 
Supporting Assistance 9.9 17.0 . , u.0 

Total A.I.D. Assistance 35.6 43,5-53.5 M: ~ $ 6  .,a 

Progress, Self-Help, Aid from Others 

Bolivia has recent ly  shown a readiness t o  orient i t s  po l i c ies  more 
t o  development needs anfl to E&e s o w  of %be & i f f i c u f t  pKL%t%& 
&ecisions requZred ifor that  prinnitive ecoMlny ta  move f~x~&t?&; 
!Ibis r e l a t i v e  progress must be viewed against the  decline i n  
Bol iv ia ' s  economic output a f t e r  the  Revolution of 1952 and the  ac- 
com~anvine need f o r  emergency ass is tance required t o  prevent mas- -- ,, - 
s ive  unrest  and a ~ o r n m u t k  take-over, wbfch have been c O n t f m U L n g  
dangers. 

The 1952 Revolution d ras t i ca l ly  changed t h e  Bolivian socie ty  and 
economy. The l a rge  es ta tes  were broken down i n t o  small, frequently 
unproductive l o t s .  The reform which gave land t o  the  peasants in- 
creased r u r a l  food consumption but a l so  increased Bol ivia ' s  depend- 
ence on food imports t o  compensate f o r  lower agr icu l tu ra l  e f f i -  
ciency. With the  f l i g h t  of the  l a rge  e s t a t e  owners and many of the  
middle c lass ,  Bol ivia ' s  competent managerial manpower was l a rge ly  
depleted. The major t i n  mines were nationalized. Production of 
t in--Bol ivia ' s  pr incipal  export--seriously declined, t o  about 50% 
of pre-Revolution l eve l s ,  because of ineff ic ient  management and 
poor l abor  disc ipl ine .  

To meet t h i s  unstable s i tua t ion  an& f o r e s t a l l  a seizwe of p m  
by t h e  Communist-oriented &merit within the NationaL RemLutionarg 
Party, t h e  United Sta tes  began i n  1954 t o  supplement a modest tech- 
n i c a l  ass is tance e f f o r t  with a l a rge  food and commodity import pro- 
gram and budgetary support. Although not fully eff eiz%iYk 2?r* m , 
economic point of eew,  t h a t  ass is tance prevented t o t a l  f inanc ia l  
col lapse ,  and provided t h e  resources t o  support Bolivian p o l i t i c a l  
and f inanc ia l  s t a b i l i t y ,  which have slowly improved since 1958. 
If the  June pres ident&l  e lect ions  result i n  t h e  continuation i n  
power of the  present government o r  a s i m i L a r  group with which t h e  
United S ta tes  can work effect ively ,  it should be possible to -in- 
t a i n  present gains and accelera te  the.low rate  of developent .  

The increasing a b i l i t y  of the  Government t o  quel l  forces of an- 
archism i n  Bolivia, t o  f o s t e r  economic s t a b i l i t y ,  and t o  marshal 
resources f o r  development has been demonstrated by s ignif icant  
advances i n  recent years. I n  1961, f o r  example, the  p r ice  of 
gasoline was increased 50% i n  order t o  cover production costs .  
Protes t  r i o t s  and k i l l i n g s  ensued a s  predicted but the  Government 
stood firm. More recently,  the  Government has taken firm stands 
against  i l l e g a l  s t r i k e s  i n  the mines, ra i l roads ,  schools and fac- 
t o r i e s .  Other notable actions by the  Government include curbing 
in f l a t ion ,  improving t a x  and customs col lect ions ,  accelera t ing 
the  issuance of land t i t l e s ,  increasing duties on luxury imports, 
and e f f o r t s  t o  control  contraband. Central government revenues 
increased 19% i n  1962 and 12% i n  1963. 

Bolivia a lso  has moved gradually t o  reorganize i t s  run-down and 
deficit-producing nationalized industr ies .  The l a rge  nationalized 
companies--mining, pe t ro lem,  a i r  t ranspor ta t ion and ra i l road--  
account f o r  65% of Bol ivia ' s  budget d e f i c i t .  Both the  U.K. and 
the  United S ta tes  have provided ass is tance over the  past  two years 
t o  assure  operation of the  ra i l road  l i n e  which ca r r i e s  Bolivian 
t i n  t o  Pacif ic  por ts .  The a i r l i n e  i s  being reorganized with the  
a i d  of a pr ivate  U.S. firm, which reports t h a t  the  a i r l i n e  should 
be operating a t  a p r o f i t  i n  1965. 

The Government t i n  mining company--COMIBOL-- i s  the  most important 
r ehab i l i t a t ion  project .  The confrontation t h i s  past  summer be- 
tween the  Government and rebell ious miners has brought c lear ly  t o  
public a t t en t ion  the  importance and d i f f i c u l t y  of t h i s  e f f o r t  i n  
t h e  S t a t e  mines. It now appears t h a t  the  mine management has 
gained a dominant posi t ion i n  the s t ruggle  with Communist elements 
i n  the  mine unions and t h a t  more e f f i c i e n t  management pract ices  
can be carr ied out. 

Despite the  d i f f i c u l t i e s ,  the  Bolivian Gross National Product 
(GW) has increased substant ia l ly  i n  recent years, as  shown i n  
the  accompanying growth chart .  The annual increase i n  per  capita 
GNP s ince 1957 has averaged 1.3%. The 1962-63 increase may even 
have been i n  the  order of 4%. Bolivia, however, i s  s t i l l  among 
the  poorest countries of I a t i n  America. 

Aid from internat ional  lending i n s t i t u t i o n s  and foreign Govern- 
ments has notably increased during the  past  two years. The Inter-  
American Development Bank (DB) has provided $34 mil l ion and tech- 
n ica l  assistance.  A t  present, IBD i s  considering th ree  addi t ional  
loans. West Germany, under the  nat ional  mining rehab i l i t a t ion  
program, has provided $6.6 mill ion and about $1 million i n  tech- 
n i c a l  assistance.  The U.K. i s  currently financing 15 technicians. 
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t o  a s s i s t  Bolivia i n  i t s  t rop ica l  agr icu l tu ra l  program. The UN i s  
presently providing 29 technicians i n  t h e  f i e l d s  of government 
management, agr icul ture ,  health,  and mining. The International 
Monetary Fund (IMF) has provided an annual $10 million standby 
program and has a representative s ta t ioned permanently i n  Bolivia. 
The World Bank i s  currently considering ass i s t ing  Bolivia with i t s  
e l e c t r i c a l  energy and ra i l road rehab i l i t a t ion  programs. The 
Japanese have recently provided funds f o r  developing one of 
Bol ivia 's  l a rges t  zinc mines. 

U.S. Objectives and Policy 

The major U+S+ short-mm object ive i n  Bolivia i s  to encourage the 
efeebfop, in  June af a Werate, deve1o;gment-orfen%& government, 
which w i l l  continue t o  coaperate xith the United States. The long- 
run policy i n  Bolivia i s  t o  take advantage of the  existing devel- 
opment potent ia l ,  so t h a t  such a government can continue t o  f igh t  
off th rea t s  t o  i t s  existence and press i t s  development program. 
The Uaited States w i l l  prees t h e  Goverqent t o  make t h e  difficu2t 
decisions in f i sca l ,  monetary, invesbuent, 8nd private  savings 
policy t o  f o s t e r  progress an& decreme8 dependence on U.B. buaget 
support. 

The application of t h i s  policy c a l l s  f o r  continued but decreas- 
ing  budget support. This w i l l  permit t h e  Government t o  reduce 
public payrolls gradually without disas t rous  p o l i t i c a l  repercus- 
sions. The accounts of t h e  semi-autonomous agencies and s t a t e  
enterpr ises  a r e  t o  be consolidated in to  the  public sector  budget 
and t h e i r  operations brought under greater  f inanc ia l  discipl ine.  
The resul t ing coordinated review of public sector  f inancial  needs 
should force an increasingly intensive application of economic 
development p r i o r i t i e s  and lead t o  fewer marginal operations. 

Recoe;nizing the polltic& problems of mass release of workers fmm 
over-staffed N l i c  agencies and enterprises, the policy also 
aim6 a t  creating sources of productive emp2oyesneut to absorb sur- 
plus rmngower. The economies real ized by reductions of the  budget 
d e f i c i t  would be directed t o  public development and construction 
projects ,  with special  emphasis on creating within the Bolivian 
Government a capacity t o  design and carry out such a program. 

New f r o n t i e r s  w i l l  be opened i n  the  potent ia l ly  r i ch  lowland areas 
t o  absorb t h e  Indian population s t i l l  pressing on the  meager 
resources of the  barren highland plains .  

To reinvigorate the atrophied pr ivate  sector  of the  Bolivian 
economy and t o  promote the  a t t rac t ion  of foreign investment, there  

i s  a need t o  l i m i t  nationalized industr ies  t o  those now exis t ing 
and t o  l ibe ra l i ze  the  res t r i c t ions  on pr ivate  investment. Special 
encouragement w i l l  be given t o  development of pr ivate  sector  or- 
ganizations, l i k e  the  Mining Bank. 

The proposed FY 1965 A.I.D. program i s  designed t o  encourage and 
a s s i s t  the new Bolivian Government t h a t  w i l l  take o f f i c e  i n  August 
1964 t o  continue and expand t h e  current  Government's a t tack on 
major impediments t o  s t a b i l i t y ,  self-sufficiency and development. 

A major portion of the  FY 1965 funds w i l l  be devoted t o  a road 
program designed b e t t e r  t o  integrate  the  country, economically and 
social ly ,  and open up new areas f o r  colonization and agriculture.  
A comprehensive program of technical ass is tance and loans i s  being 
developedto s e t t l e  t h e  Indians from the unproductive high plains  
in to  t h e  f e r t i l e  lowlands, provide them with agr icu l tu ra l  exten- 
sion and limited soc ia l  services,  and f o s t e r  d ivers i f i ca t ion  of 
Bolivian agriculture.  

Tbe rehabi l i ta t ion program financed by A.I .D. ,  t he  West German 
Government and t h e  IDB should put COMIBOL on a break-even basis i n  
l a t e  1964 o r  1965 provided t h e  pr ice  of minerals remains f a i r l y  
high and stable,  moderate calm prevails i n  the  mines, and COMIBOL 
f u l f i l l s  i t s  commitments on management reforms. The three financ- 
ing partners w i l l  provide COMIBOL with technical ass is tance i n  the  
f i s c a l  and management areas.  

The World Bank, IDB and A.I .D.  a r e  expected t o  a s s i s t  Bolivia i n  
increasing i t s  e l e c t r i c  energy output. Studies have been com- 
pleted on t h e  Corani hydroelectric project i n  Central  Bolivia and 
construction i s  scheduled t o  s t a r t  soon. Small loans w i l l  con- 
t inue t o  small and medium industr ies  under an A.I .D.  loan made i n  
1963. 

The leve l  of supporting assistance projected f o r  1965 r e f l e c t s  a 
reduction of d i rec t  budget assistance t o  the  Central  Government 
and the  autonomous agencies. A pa r t  of t h i s  ass is tance i s  planned 
t o  i n i t i a t e  public development projects f01laP3.?2g the JW 
aLect;tout$ t o  absorb surplus labor from public agencies and t o  im- 
prove Bolivia 's  capab i l i t i e s  i n  c a p i t a l  project development and 
execution. 

Technical ass is tance w i l l  be continued t o  the  ins t i tu t ions  respon- 
s i b l e  for  program planning, developing human resources and 
at t ract ing domestic and foreign pr ivate  investment. 



Bolivia 
( U  S F a s c a l  Y e a r s  - M ~ l l ~ o n s  o f  D o l l a r s )  

. . - - - - - 

PROGRAM R E L I E F  

I AUTHORl  Z A T l  ONS 

FORE1 GN A S S I S T A N C E  
ACT P E R I O D  TOTAL  

1 9 4 6 -  
1 9 6 3  

a 
37.2 
187.3 

10.5 

52.6 - 
(24.6) 
(4.0) 

20.5 

3.1 
17.4 

18.0 
11.1 
3- 0 

26.4 

12.2 

5% 
228.6 

U.  

MARSHALL  
P L A N  

P E R I O D  

9 4 9 -  1 9 5 2  

1.5 

1.5 

X - 
(-1 
( -1  

- 

X 

16.3 

1.4 

OVERSEAS LOANS AND GRANTS - N E T  O B L I G A T I O N S  AND L O  

MUTUAL  S E C U R I T Y  ACT P E R I O D  

. l .O. AND PREDECESSOR .AGENCIES - TOTAL.  ---I - 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C l A L  PROGRESS TRUST FUND ................... I - 
OOD FOR PEACE - TOTAL . . . .  ................... I - 

.... . .  T a t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . . . . . .  

.... T I T L E  I  - PLANNED FOR LOANS AND GRANTS. I - 
. . . . . . . . .  . 1 0 4 c  G r a n t s  f o r  Common D e f e n s e  - 

. . . .  1 0 4 e  - G r a n t s  f o r  E c o n .  D r v e l o p m e n t . .  - 
. . .  1 0 4 e  - L o a n s  t o  P r a v a t e  I n d u s t r  Y . . . . .  

. . . . . . . . . . . .  1 0 4 g  - L o o n s  t o  G o v e r n m e n t s . .  

T I  T L E  I - ASSIT FRCM OTHER COUNTRY SALES AGWIS. 
T I T L E  I  I  - EMERGENCY RCL  I  EF  & ECON. DFV. .  .... 
T I T L E  I l l  - V O L U N T A R Y  R E L i E F  AGENCIES . . . .... 
T I T L E  I V  - 0 O L L 9 R  C R E D I T  S A L F S . .  . . . . . . . . . . . .  

XPORT- IMPORT BANK LONG-TERM LOANS ........... 1 3.0 

................ THER U.S. ECONOMIC PROGRAMS. 1 1.2 

I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  A p p .  ). n 

( A d d a t a o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  . 

20.3 13.8 'ji 
................. THER M I L I T A R Y  A S S I S T A N C E . . .  

T O T A L  M I L I T A R Y  ......................... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

............. T O T A L  ECONOMIC AND M I L I T A R Y . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  

1 3.0 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.2 

*' Less than $50,000. 
I 

ASS l  STANCE FROM l NTERNAT l O N A L  AGENC l ES  

FY 1 9 6 2  FY 1 9 6 3  FY 1 9 4 6 - 6 3  - - -  
S I N O - S O V I E T  BLOC A S S I S T A N C E  

..................... 1 9 6 2  [ C a l e n d a r  Y e a r ] . .  - 
UN ~ech. ~ss't. (CY) 0.7 0.7 5.3 
UN Special Fund ..... 1.5 3.0 
Inter-Am. Dev. Bank . 4.5 7.5 22.0 

....................... 1 9 6 3  [ C a l e n d a r  Y e a r 1  - 
C u m u l a t i v e  t h r u  1 9 6 3  ....................... - 



Brazil \.. 

Bra z i 1 - GENERAL ECONOMIC DATA 

BASIC DATA ....... Population (millions - mid-1963) 77.3 
Annual Growth Rate (percent). ....... 3.1 

Area (1000 s- m i h s )  ............ 3,280 
Population k n s i t y  per square mile. ... 24 

.... Agricultural Land as % of Total Area 15 
Percent of Popllatirm in Agriculture ... 

Life Expeamq (yeem) ............ 53 
People p a  Doctor. ................ 2,100 

Literacy Rate (percent) ............. 50 
Pupils us Percent of Population. ....... 11 

(Prinmry 6 Secondary) 

$ Billions 
1962 P r ~ m  

BRAZIL - GROWTH TRENDS 

'"i"' 

'Sum o l  Net Fuwpn Bplona B Sarmqs 

B I I 1 I I I I 
1957 1958 1959 1960 1961 1962 1963 

iROWTH INDICATORS 
Total GNP (in 1962 prices; S millions)*. .......... .................. Per Capita GNP. fdo l lasJ  

Investment as percent of GNP. ................. 
Domestic Swings as % of Investment. ............ 
Net FmeIgn Balance as 96 of GNP. .............. 

........... Aqricultuml Prod. Index (1 952-51;. 100) 
Index per Capita ........................ 
Rice, rough (1,000 MT) ................ 

Industrial Prod. Index (19.58- 100) .............. 

NTEUNATIONAL TRADE (S millions) ...................... Total Exparts (1.0. b . ) .  
Coffee ................................ 

....................... Total Imports (c. i.f. ) 
......................... TmdeBalmce 

..... 3OLD & FOREIGN EXCHANGE (~:!{cz). 
........... XST OF LIVING INDEX (19.58- 100). 

:ENTRAL GOVERNMENT FINANCES * 
(FY ending December 31) 

....................... Total Expenditures 
(Delense Expenditures). ................... 

....................... (Capital O ~ t l a y s ) .  

Total Danestic Revenu .................... 
1 s  percent of G N P g r  .................... 

..................... Deficit (-) or Sluplus (+) 

* - Converted a t  390 cruzieros per U. S. $. 

Calendar Years 
1960 - 1961 1962 1963 Esf .  

12,543 13,529 14,042 14,000 
178 186 187 181 

- Million Dollar Equiwlents - 
1%1 1962 1 9 6 ~  (% 1 

E - Estimate. 

a/ General Budget plus some extr  lbudgetary accounts; omits other extrabudgetary accounts and - 
semiautonomous agencies and foreign aid  which goes d i rec t ly  t o  these agencies. b/ I n  
addition t o  the  Central Government, the  State  Governments have substantial  revenue of 
t h e i r  own, not included here. 
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PROGRAM SUMMARY 

( In  mill ions of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated P r o ~ o s e d  

Development Loans 
Technical Cooperation 
Contingency Fund 25.5 XXX 

Total  A . 1  . D. Assistance 86.5 96.C-u6.0 JZ6.0 - 1.&i& 

Promess .  Self-Help. Aid from Others 

Braz i l ,  t h e  l a r g e s t  Lat in  American country, i s  a key country i n  the  
Alliance f o r  Progress. There i s ,  i n  f a c t ,  within Brazi l  a la rge  
and t r a d i t i o n a l  r e se rvo i r  of f r iendship  f o r  the  United S ta t e s .  

A ser ious  p o l i t i c a l  and economic c r i s i s  s i tua t ion  e x i s t s  i n  Braz i l  
today. B r a z i l ' s  economic growth, which regis tered  impressive ad- 
vances averaging 6% annually i n  r e a l  terms during the  decade of the  
f i f t i e s ,  has  now come t o  a h a l t .  Income on a per cap i t a  bas i s  i s  
a c t u a l l y  decl in ing and the r a t e  of new investment has f a l l e n  t o  
very lo; l eve l s .  -iln lsrept Pmefdernt, etaaily influemced by etrem 

ftist advisors and cronfes, is oppor2;unistically seeking to ob- k i n  p o l i t i c a l  advantage from the  ecoacmlc and soc ia l  diacontetnt 
sulting from a stagnant econoniy, charactierized b9. runaway i n f l a -  

ion,  a balmce-of-payments c r i s i s ,  and an ex i s t ing  undercurrent of R 
h a t i o n a l i s t  sentiment. The f a i l u r e  of the federal  government to  
Adopt na t iona l  Alliance f o r  Progress self-help measures, pa r t i c -  
u l a r l y  i n  t h e  area  of f i n a n c i a l  s t a b i l i z a t i o n ,  has a l so  been 
recognized by the in t e rna t iona l  f inanc ia l  agencies, p a r t i c u l a r l y  
the  World Bank and the  In te rna t iona l  Monetary Fund (IMF) which a r e  
withholding new lending t o  Brazi l .  

However, as Chief of S ta t e ,  President Goulart i s  faced with the  
necess i ty  o f  responding to other  more demcra t i ca l ly+r i en ted  
forces, inc luding s t a t e  governors, the  Church, business and farm 
leaders ,  and c e r t a i n  elements of  t h e  mi l i t a ry ,  who together  hold 
fite preponderant voice in the  national  e lec t ions .  These l a t t e r  
f o r c e s  capable of r e s t r a i n i n g  President Goularthave dearonatrated 
an interest i n  reforms and sev -he lp  genera l ly  consistent  with U.S. 
pbject ives .  The results, considered i n  the context of a powerTul 
c e n t r a l  govenuaent, h o s t i l e  to the Alliance for Progress, are im- 
pressive. 

1. Tax Reforms. Five s t a t e s  have launched programs of s t r i c t  
and e f f i c i e n t  t a x  co l l ec t ion  which have achieved some notable 
r e s u l t s .  The S t a t e  of Bahia, i n  t h e  Northeast, during 1963 
was a b l e  t o  reduce t h e  d e f i c i t  of t h e  s t a t e  budget by 60% . 

2. Iand Reform. Individual  s t a t e  programs have r eg i s t e red  many 
important successes, wi th  thousands of land t i t l e s  having been 
issued t o  landless  farmers i n  s t a t e s  i n  t h e  South and North- 
eas t  of Braz i l  s ince  1961. To insure  t h e  success of these  
measures, enlightened programs of a g r i c u l t u r a l  c red i t ,  devel- 
opment of cooperatives and a g r i c u l t u r a l  extension have been 
organized i n  s i x  key s t a t e s .  

3. Economic P l a n n i n e  S t a t e  development agencies, planning 
boards, o r  p r i v a t e  development committees have been organized 
i n  ma& s t a t e s .  These agencies a r e  formulating s t a t e  devel- 
opment programs centered on increasing e l e c t r i c  power produc- 
t i o n  and highway construction,  and encouraging p r i v a t e  
investment. In accord with t h e  p r iva te  en te rp r i se  object ives  
of t h e  Alliance,  a committee of businessmen has been formed 
i n  t h e  Northeast t o  f inance i n d u s t r i a l  surveys i n  order t o  
encourage p r iva te  investment. 

Other forms o f  ex te rna l  a s s i s t ance  a r e  l a rge ly  marginal. Cur- 
r en t ly  ne i the r  t h e  Export-Import (=-Im) Bank, t h e  World Bank, 
nor the  IMF a r e  extending new ass i s t ance  t o  Brazil .  A t  t h e  same 
time, &-Im Bank repayments a r e  q u i t e  subs tan t i a l .  The United 
S t a t e s  w i l l  encourage t h e  Inter-American Development Bank ( IDB) 
t o  f inance Brazi l ian  s o c i a l  development p ro jec t s ,  c ~ n ~ i t 3 k e n C  W i t %  

the poLio3, C M O H B ~  tjer;tQki* 

The West German Government i s  reported t o  have completed arrange- 
ments f o r  a c r e d i t  of DM 200 mil l ion  ($50 mil l ion) .  &gland, 
I s r a e l ,  Japan, and France have had modest programs of t echn ica l  
ass is tance .  The UN agencies a r e  sponsoring a d i v e r s i f i e d  program 
of t echn ica l  ass is tance .  Pr ivate  U.S. foundations a r e  a l s o  con- 
ducting t echn ica l  a s s i s t ance  programs. 

U.S. Objectives and Policy 

The recent  Brazi l ian  c r i s i s  s i t u a t i o n  has brought about an  A.I.D. 
s t r a t egy  d i f f e r e n t  from that s e t  f o r t h  previously. I n  l a s t  year 's  
submission it was proposed t o  use i n  FY 1964 loan funds of  from 
$170 60 $ 2 ~  rnimoa and grant funds of $20 mi l l ion  t o  s t imula te  
t h e  des i red  r a t e  of development and t o  a s su re  both t h e  i n i t i a t i o n  
and continuation of reforms by t h e  Government of Brazil .  An 
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exchange of l e t t e r s  i n  k r c h  1963 contemplated $100 mi l l i on  o f  
program loans, p lus  $100 mi l l i on  i n  p r o j e c t  loans,  supplemented 
by s i g n i f i c a n t  f i n a n c i a l  a s s i s t a n c e  from o t h e r  na t ions  and in t e r -  
na t iona l  agencies.  A l a r g e  p a r t  of  t h e  funds has not been pro- 
vided because of zhe subsequent unsa t i s f ac to ry  performance of t h e  
Braz i l i an  government. l'he fJnited S t a t e s  htas adjusted its pol icy  
,to avoid  reysrdiqg incompetence, and t o  maintain pressures  for 
ecmmic Sanity; t o  r e e t m i n  t h e  excesses of t h a t  Govexcment and 
t o  s t r eng then  and encourage democratic forces i n  Brazil; to main- 
ta in  a n  e f f e c t i v e  presence of t h e  Al l i ance  fo r  Progress by pushing 
famarit i n  l i m i t e d  and r ecep t ive  areas, t o  t h e  ex ten t  possible,  
~ L t h  economic aevelopment programs. 

f 
U.S. polley e x p l i c i t l y  r e j e c t s  i'urther program-type'assistance f o r  
balance of  payments, economic s t a b i l i z a t i o n ,  o r  budget support-- 
un le s s  and u n t i l  s e r ious  e f f o r t s  by t he  Q~ular t  adminis t ra t ion  in 
reducing i n f l a t i o n  and i n  p a r t i c i p a t i n g  more Arlly in t h e  Alliance 
are evident. In this event, t h e  United S t a t e s  would b e  prepared 
t o  render such a s s i s t a n c e  i n  concer t  w i th  o t h e r  i n t e r n a t i o n a l  
agencies, p a r t i c u l a r l y  t h e  XWand t h e  World BeJlk. 

B r a z i l  has heavy ex te rna l  debt  payments f a l l i n g  due i n  t h e  next 
few years,  which have provoked some ext remis ts  i n  t h a t  country t o  
advocate a u n i l a t e r a l  moratorium. Pres ident  Johnson, i n  a recent  
l e t t e r  t o  President  Goulart, mentioned t h e  readiness of t h e  United 
S t a t e s  t o  p a r t i c i p a t e  i n  any genera l  negot ia t ions  f o r  debt  re-  
scheduling which Braz i l  might i n i t i a t e .  These w i l l  be mult i-  
l a t e r a l  negot ia t ions  involving a l l  fore ign  credi tors .  Both t h e  
U.S. Treasury and t h e  Ex-Im Bank have postponed u n t i l  1964 c e r t a i n  
payments f a l l i n g  due i n  t h e  l a t t e r  p a r t  o f  1963. 

can e f f e c t i v e l y  funct ion  t o  promote economic and s o c i a l  develop- 
ment. Self-help,  reform, and adequate cont r ibut ions  on t h e  p a r t  
of t h e  ind iv idua l  e n t i t i e s  receiving a s s i s t ance ,  w i l l  be impor- 
t a n t  c r i t e r i a  i n  t h e  se l ec t ion  of p ro jec t s .  

Thus, A . I . D .  a s s i s t a m e  w i l l  be used t o  promote and s t rengthen : 
democratically o r i en ted  fo rces  which w i l l  a l s o  i n  some measure 
r e s t r a i n  excesses by Pres ident  GouLart o r  h i s  extreme l e f t i s t  o r  
u l t r a n a t i o n a l i s t  supporters.  It w i l l  maintain an Al l iance  f o r  
Progress presence whose e f f ec t iveness  can be measured i n  some 
degree by the s t r idency of the  a t t a c k s  it has evoked by c e r t a i n  
l e f t i s t  eka@nte .  At t h e  s m e  t h e ,  it w i l l  B&p lay the g a d -  
work f o r  rapid nationwide economic growth whenever a more res-  
ponsible federa l  administrat ior .  takes the  requimd ac t ion  on 
s o c i a l  and economic reforms. 

To c a r r y  out  the revised  policy,  t h e  amounts o r fg ina l fy  pru- 
posed for loans  i n  FY 1964 were reduced t o  a new l e v e l  a f  from 
$230 mill ion t o  $100 mil l ion ,  and a r e  projec ted  a t  f r o m  $100 mil- 
l i o n  t o  $150 million f o r  FY 1965. The nqw polSq contemplat@s 
l o m s  only f o r  sound projects whose value w i l l  not be undermined 
by the  f inanc ia l  excesses oharacLeriaing present  eoonodc p o l i c i e s  
of  the  c e n t r a l  government. 

A major share of the  loan program w i l l  be used t o  he lp  f inance 
the development of e l e c t r i c  generating and transmission f a c i l i -  
t i e s ,  and thereby meet c r i t i c a l  power shortages se r ious ly  im-  
peding economic growth. A l s q  included a re  loans  f o r  develop- 
ment banks a s  well  a s  f 7 r  d i r e c t  f inancing of such i n d u s t r i e s  
a s  pulp and papsr,  lumber, cement, and f e r t i l i z e r .  I n  addi t ion ,  
loans  have been programmed f o r  s t a t e s  i n  the Northeast f o r  high- 
way construction.  No loans  w i l l  be made f o r  balance of payments 
o r  budget support purposes . 
Technical cooperation i s  programmed a t  $16 mi l l ion ,  and i s  aimed 
a t  a s s i s t i n g  the Brazi l ians  i n  developing i n s t i t u t i o n s  capable 
of spearheading t h e i r  country ' s  s o c i a l  and economic development. 
Pr inc ipal  emphasis has been placed on developing the human re-  
sources base, with extensive programs i n  se l ec t ed  l e v e l s  of 
education. Other major t echn ica l  cooperation a c t i v i t i e s  r e l a t e  
t o  ass is tance  provided t o  Braz i l i an  agencies i n  improving l i ve -  
stock and o the r  a g r i c u l t u r a l  production, i n  developing and main- 
t a i n i n g  adequate water and sewerage f a c i l i t i e s ,  and i n  improving 
economic development planning. 
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:lude ref  

1 .  1 .0.  AN0 PREDECESSOR AGENCIES - TOTAL ...... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 1 2.6 

i O C l A L  PROGRESS TRUST FUND.. ................. 1 - 1 -  
: 0 0 0  FOR PEACE - TOTAL ....................... 1 - 1 1  

. . . . . . .  T i t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  
. . . . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

.. T I T L E  I - PLANNED FOR LOANS AND GRANTS... 

1 0 4 c  - G r a n t s  . for  Common D e f e n s e . .  . . . . . . .  - - 
1 0 4 e  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  . . . .  - - 
1 0 4 e  - L o a n s  t o  P r i u a t e  I n d u s t r y  . . . . . . . . .  - - 
1 0 4 g  - L o a n s  t o  G o v e r n m e n t s  . . . . . . . . . . . . . .  - - 

T I T L E I - A S S I T F R C M O M E R C W N T R T S A L E S A G M ~ S .  
T I T L E  I  I  - EMERGENCY R E L I E F  br ECON. DEV.. .... 
T I  T L E  I  I I - VOLUNTARY R E L I E F  AGENC I  €5. ...... 
T I T L E  I V  -DOLLAR CREDIT  SALFS..  . ........... 

:XPORT-IMPORT BANK LONG-TERM LOANS.. ........ 
1TtI.R u.s. E c o N o M l c  p n 0 o R A M s . d . .  ........... 

TOTAL ECONOMIC.. .................... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

ITHER M I L I T A R Y  ASSISTANCE .................... 
TOTAL M I L I T A R Y  ......................... - 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

............... TOTAL ECOMOMIC AND M I L I T A R Y  1 73.9 - 
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  

I I I 1 
4 k l u d e a  $22.5 mil l ion Surplus h o p a r t y  Credlts and $16.3 million 
r Less than  $50,000. 

I 
ASS1 STANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - -  
IBRD . Wmld b n k  . . .  - 267.1 
IRI k h .  bsslt. (a). . 0,s 0.7 7.2 . . . .  W Speck lPund  1.3 2.6 6.2 
Intar-Am. Dm. Bank . . 28.8 18.6 62.9 
I n t l l .  Firvnce Corp.. . -  - 10.1 

S I N O - S O V I E T  BLOC ASSISTANCE 

1 9 6 2  [ C a l e n d a r  Y e a r l  ....................... 70.0 

...................... 1 9 6 3  ( C a l e n d a r  Y e a r ) .  , 

C u m u l a t i v e  t h r u  1963 .  ...................... 183.0 
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Economic Community -- Basic Data  

Costa Rica 
3ASIC DATA ........ Population (mil l ions;  1963) 1.3 

knnual Growth  ate- (percent) ..... 3.9 ................. Area (1000 sq.mi.) 19.7 
Agri. Land ($ of t o t a l  area)  ..... 20 ............ Life Expectancy (years)  60 ............ Literacy Rate (percent) 88 .................. People per  Doctor 2,830 

INTERNATIONAL TRIUlE ($ mill ions)  
r nLrr 

~ x p o r t s  ............................ 85 
k ipor ts  ............................ 114 

Def i c i t  .......................... -29 ~~ ~ 

~ x p o r t s  ............................ 87 
w o r t s  ............................ 130 .......................... Defic i t  -h3 

Major Export ....................... Coffee ............... $ of 1960-62 Exports 53 

30LD & FOREIGN EXCHANGE ($ millions) .................. September, 1962... 24.9 .................... September, 1963 18.7 

E l  Salvador 

2.6 
2.8 
8.2 

62 
51 
43 

6,150 

U 6  
125 
+11 

147 
149 
- 2 

Coffee 
57 

32.1 
45.0 

Guatemala Hondurae 

Coffee Bananas 
62 4 5 

Nicaragua 

1.6 
3.L 

57.0 
12  
50 
40 

2,820 

82 
98 

-16 

94 
110 
-16 

Cotton 
33 

23.6 
32.1 

TRENDS FOR THE ECONOMIC COMMUNITY 1959 - 1960 1961 - T962 1 9 6 3 ( ~ s t . )  - - 
.............. Population (mi l l ions) .  10.4 10.7 11.0 11.4 l l . 7  

Gross Natl.Prod. ($ m i ~ ; 1 9 6 2  pr ices)  2,229 2,302 2,385 2,533 2,660 ............ Per Capita GNP (do l l a r s )  215 215 216 223 227 
Production: ... Agricultural  1ndex(1952-54'100) 123 132 151 165 175 ...... Indus t r i a l  1ndex(1958=100)*. 103 105 110 114 119 

Trade: ($ mill ions)  
Exports .......................... 432 439 L.5'0 L96 550 .......................... Imports 475 5'14 h95 5.54 61 6 

Def i c i t  ........................ -43 -75 -45 -58 -66 

* Based on na t ional  indexes f o r  E l  Salvador, Guatemala and Nicaragua. 
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Orinins of Economic Unification 

For almost 300 years p r io r  t o  independence (1527-1821), the  area ,  
v&ich now comprises t h e  Republics of Guatemala, E l  Salvador, 
Honduras, Nicaragua, and Costa Rica, was federated under the  
Captaincy General of Guatemala. Divided by the  dissensions t h a t  
accompanied independence, these  countries remained disunited,  
although i n  t h e  l a s t  century and a quar ter  there  were 25 d i f fe ren t  
attempts a t  p o l i t i c a l  unity.  

While p o l i t i c a l  uni ty  i s  not now act ively  under discussion, the  
f i v e  countries,  recognizing the  inherent wealmess of t h e i r  indi-  
vidual economies, have begun a s ign i f i can t  program of in tegrat ion 
and un i f i ca t ion  of t h e i r  economies. I n  1958, Guatemala, E l  
Salvador, Honduras, and Nicaragua r a t i f i e d  a t r e a t y  ca l l ing  f o r  
the  gradual establishment of a Common Market over a ten-year 
period. This process was dramatically accelerated i n  1960 by a 
second t r e a t y  based on a unique premise--the inmediate elimination 
of in t ra reg iona l  t a r i f f  b a r r i e r s  affecting 95% of the  a r e a ' s  agri-  
c u l t u r a l  and i n d u s t r i a l  production (over 1,200 items),  and a 
gradual reduction of t a r i f f s  on the  remaining commodities (57 
items) t o  be completed by 1966. I n  September 1963, Costa Rica 
adhered t o  both t r e a t i e s ,  

To implement economic integrat ion,  the  Central Americans es- 
tabl ished a number of regional  insti tutions--the most important 
a re  t h e  Permanent Secretar ia t  f o r  Economic Integration (sIECA) , 
located in Guatemala City, and t h e  Central  American Bank fo r  
Economic Integration (CABEI) , in Tegucigalpa. I n  July  1962, A . 1  .D. 
es tabl ished a Regional Office (Mission) f o r  Central America and 
Panama (ROCAP). There are also b i l a t e r a l  missions in each of the  
f i v e  countries.  

Current Sta tus  

The FY 1965 program in Central  America provides t h e  United S t a t e s  
with an opportunity t o  provide greater  impetus t o  t h e  accelerating 
r a t e  of economic unif icat ion now taking place. The regional organ- 
i za t ions  a re  gaining in strength.  More decisions a r e  being taken 
by the  f i v e  countries on a regional instead of a nat ional  basis .  
The common objective i s  t o  insure  t h a t  t h e  goal of  t h e  Central  
American Economic Community which t h e  f i v e  Central American 
Pres idents  pledged in t h e i r  meeting with President Kemedy in 
March 1963 becomes a r e a l i t y .  

Major in tegra t ion  s teps  a re  being taken. Provision has been made 
f o r  t h e  establishment of a regional system for t h e  supervision of 
home mortgage financing, a regional transportation system and a 

regional telecommunications network. A regional  univers i ty  system 
i s  already functioning. The first s teps  toward substant ia l  in- 
creases in land t a x  revenues have been taken with regional sup- 
port .  Plans a re  a lso  being made f o r  t h e  establishment of uniform 
agr icu l tu ra l  po l i c ies  t o  f a c i l i t a t e  agr icu l tu ra l  t r ade  within t h e  
region. A consolidated Centra l  American a i r l i n e  f o r  in te rna t iona l  
t r a f f i c  i s  under discussion. The r a t e  a t  which the  Central  Ameri- 
can Economic Community i s  ac tua l ly  being achieved has surpassed 
previous expectations. 

The i n i t i a t i v e  which the  f i v e  countries have taken in creating a 
Common Market and i n  moving t o  es tab l i sh  a Central  American Eco- 
nomic Community i s  a unique example of self-help. One r e s u l t  of 
the  e f f o r t  has been a s ign i f i can t  increase in t rade  among the  
f i v e  Central  American countries r esu l t ing  from the  lowering of 
the  t rade b a r r i e r s  under the  Common Market. Such t rade  grew from 
$33 mill ion in 1960 t o  $50 mil l ion in 1962, an increase of over 
50%. The existence of regional i n s t i t u t i o n s  a lso  f a c i l i t a t e s  
contributions by other external  sources of assistance.  An example 
i s  a loan f o r  $2.9 mill ion which t h e  Inter-American Development 
Bank (IDB) extended t o  the  Central  American un ivers i t i e s  through 
the  Central  American Council of University Rectors. Another i s  a 
$6 mill ion loan made by IDB t o  the  Central  American Bank f o r  loans 
t o  indus t r i e s  having regional  significance. 

The United S ta tes  intends t o  give  every possible encouragement t o  
t h i s  movement and t o  accelera te  it wherever possible.  It provides 
a framework within which t h e  f i v e  Central  American countries can 
grow and develop. 

Development Problems 

The existence of t h i s  in tegra t ion  framework does not insure  t h a t  
development will take place. The f i v e  countries individually 
s t i l l  face substant ia l  economic and soc ia l  problems a s  subse- 
quently outlined which must be concurrently resolved. 

These problems a re  aggravated by the  f a c t  t h a t  the  Central  
American area  i s  faced with an exploding population (more than 
3% per m u m )  and a per c a p i t a  Gross National Product (GNF) t h a t  
has been bare ly  keeping pace with population in recent years. 
Inadequate government revenue, serious shortage of sk i l l ed  person- 
n e l  in both the  public and p r iva te  sector,  and lack of cont inui ty  
in planning and execution of government programs are  major prob- 
lems throughout t h e  region. 

Moreover, the re  a re  subs tan t i a l  investment cos t s  involved in the  
process of regional in tegrat ion toward which t h e  member countr ies  



I Shadod anaa a n  SECURITY CLASSIFIED and I 

CENTRAL AMERICAN ECONOMIC C W I T Y  

must make increasing contributions. 
d h i n i s h  t h e i r  a b i l i t y  t o  do so and 
speed, nat ional  socia l  and econoric 

muat no1 bo divvlvod l o  vnmulhorixad IndC 
viduala. All othor nulorial is uncloaaillod. 
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c a l  s t r e s s  and s t r a i n s  which would a lso  hind&-the achievement of 
the  goal. 

For several  years, therefore,  it w i l l  be necessary t o  support 
programs a t  both the  regional and the  nat ional  l e v e l  u n t i l  the  
degree of econoric unif icat ion achieved permits t h e  Central  Ameri- 
can countr ies  t o  ac t  a s  a u n i t  in the  achievement of self-sustain- 
ing growth. 

CENTRAL AMERICAN REGIONAI. ORGANIZATIONS (ROC AP) 

PROGRAM SUMMARY 

(In mill ions of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total  A . I . D .  Assistance 8.2 26.3 %.O-29.0 

It i s  expected t h a t  in FY 1964 $22 d!.lion in development loans  
w i l l  be made f o r  regional projects.  This includes a centra l ized 
home mortgage bank, f o r  which a loan agreement has already been 
signed, two sect ions  of the  regional road network and fu r the r  
support t o  CAEiEI f o r  loans t o  regionally s ignif icant  industr ies .  
I n  FY 1965 regional programs w i l l  require  greater development loan 
support. Loans of $20.0-25.0'3pJuu.t~n, are  planned f o r  a continua- 
t i o n  of t h e  regional road program, a regional system of grain 
storage f a c i l i t i e s  t o  f a c i l i t a t e  comerc ia l  movement of grain,  
improvement of a i r  navigation and communication, fu r the r  encourage- 
ment of industry  through the  establishment of  indus t r i a l  parks in 
key areas,  and t o  a regional scholarship i n s t i t u t i o n  t o  make loans 
on easy terms t o  enable young Central  Americans t o  complete t h e i r  
t r a in ing  a t  U.S. o r  Central  American educational i n s t i t u t i o n s .  

A technical  cooperation program of $4 mill ion projected f o r  FY 1965 
i s  programmed f o r  t r a in ing  and technical  assistance t o  regional 
i n s t i t u t i o n s .  These include ass is tance in developing a common 
agr icu l tu ra l  policy, in conducting a regional census of manu- 
facturing and securing data required f o r  regional development 

planning, and preparation of t a x  maps t o  provide a bas i s  f o r  in- 
creased revenues from property taxation. A major a c t i v i t y  i s  
ass is tance in completing t h e  development of a regional integrated 
un ivers i ty  system t o  t r a i n  the personnel required fo r  development 
of t h e  Central  American Community. With t h e  ass is tance of t h e  
Harvard School of Business, t ra ining i s  a lso  provided in business 
management and marketing a s  par t  of a program t o  spur t h e  growth 
of investment and t rade on a regional basis .  

COSTA RICA 

PROGRAM SUMMARY 

(1n mill ions of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total  A . I . D .  Assistance 13 .O 9.8-21.8 6.5 

Costa Rica continues t o  maintain a high degree of soc ia l  and po- 
l i t i c a l  s t a b i l i t y .  It has a lso  taken a number of measures t o  
st imulate economic growth. A nat ional  planning o f f i ce  has been 
established. Dis t r ibut ion of small farms t o  the  landless  i s  being 
accelerated. An i n d u s t r i a l  encouragement law has been adopted. 

Nevertheless, the  fundamental economic problems, aggravated by t h e  
highest r a t e  of population growth i n  t h e  world, a re  f a r  from re- 
solved. Costa Rica has been unable t o  maintain a sa t i s fac to ry  
r a t e  of growth since the  1958 decline in coffee pr ices .  Exports 
have not been divers i f ied.  A high l e v e l  of government expendi- 
t u r e s  has continued in t h e  face of declining revenues. Govern- 
ment investment has emphasized soc ia l  welfare and tended t o  
neglect i n d u s t r i a l  and pr ivate  sector  development. A substant ia l  
government budget d e f i c i t  has occurred annually since 1958, caus- 
ing losses  i n  foreign exchange and concern f o r  monetary s t a b i l i t y .  
Further t a x  reforms and planning measures a re  urgently needed. 

Compounding these  economic fac to r s  i s  t h e  damage which has already 
been done t o  coffee crops and pasture lands  by continuing volcanic 
eruption in the  very center of the  most productive area of Costa 
Rica. T h i s  has necess i ta ted emergency measures by the  United 
S ta tes  t o  provide feed f o r  c a t t l e  under T i t l e  I1 of P.L. 480. 
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Emergency heal th  and sani ta t ion equipment also has been provided. 
I f  eruptions continue, the  smothering f a l l  of ash may cause such 
damage t o  next yea r ' s  coffee crop as  t o  consti tute a major dis-  
a s t e r .  The extent of emergency assistance which may be required 
f o r  Costa Rica t o  meet t h i s  po ten t i a l  dislocation cannot now be 
projected. 

Because of i t s  t r a d i t i o n a l  economic and socia l  s t a b i l i t y ,  resolu- 
t i o n  of Costa Ricals  economic problems would have a s ign i f i can t  
influence on neighboring Central American countries. The economic 
ass i s t ance  program f o r  F'Y 1965 contemplates development loans t o  
continue d ive rs i f i ca t ion  of agr icul ture  and for  f e a s i b i l i t y  s tudies  
t o  help p r iva te  sec to r  i n d u s t r i a l  development. Technical cooper- 
a t i o n  programs a re  planned t o  a s s i s t  government planning, adminis- 
t r a t i o n  and continued t a x  reforms, and r u r a l  development. 

The in te rna t iona l  lending agencies have made substant ia l  loans t o  
Costa ~ica--$16 mil l ion by IDB, $41.3 mil l ion by the  Internat ional  
Bank f o r  Reconstruction and Development (IBRD) , and Export-Import 
(Ex-Im) Bank $22 mill ion. 

EL SALVADOR 

PROGM SUMMARY 

( In  mill ions of do l l a r s )  
FY 1963 FY 1964 Fi 1965 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total  A .I .D. Assistance 19.5 L O  7.1 .. 

housing, labor l eg i s la t ion ,  i n d u s t r i a l  development, health and 
education. 

A new income t a x  law and excise t a x  l eg i s la t ion  were passed i n  
1963. A broad program of agr icu l tu ra l  development has been i n s t i -  
tu ted including supervised agr icu l tu ra l  c red i t ,  crop and l ives tock 
improvement, and colonization and resettlement E l  Salvador has 
a lso  inaugurated a subs tan t i a l  school construction program t o  
bui ld  1,600 classrooms within the  next two years. 

E l  Salvador has taken a leading r o l e  in the  Central  American Com- 
mon Market. There i s  a good climate f o r  foreign investment and an  
investment promotion o f f i ce  has been established i n  New York. 

There are,  however, serious p o l i t i c a l  and soc ia l  problems t o  over- 
come. E l  Salvador su f fe r s  from extreme population pressure, con- 
centra t ion of land ownership and unequal income d i s t r ibu t ion .  
Continued indus t r i a l i za t ion  i s  of highest importance since the re  
a re  severe l imi ta t ions  on the  p o s s i b i l i t y  of creat ing addi t ional  
employment i n  agr icul ture .  To minimize the  inevi table  p o l i t i c a l  
and s o c i a l  s t r a i n s ,  g rea te r  public investment made possible by 
newtax  measures i s  urgent, pending the  creation of addi t ional  
i n d u s t r i a l  and urban employment. Continued progress along these  
l i n e s  i s  e s s e n t i a l  t o  developing a sound bas i s  f o r  p o l i t i c a l  
s t a b i l i t y .  

A . I . D .  program and po l i c ies  involve a strong commitment t o  Salva- 
doran development. Technical cooperation programs w i l l  emphasize 
improved governmental po l i c ies  and i n s t i t u t i o n s  f o r  taxation; 
planning and administrative reforms; r u r a l  development a c t i v i t i e s  
i n  agr icul ture ,  mobile heal th  and education; and technical  advice 
t o  i n d u s t r i a l  and housing f inanc ia l  ins t i tu t ions .  Loans a re  pro- 
posed f o r  agr icu l tu ra l  resett lement,  r u r a l  e l e c t r i f i c a t i o n ,  r u r a l  
roads, a pr ivate  i n d u s t r i a l  development corporation, a savings and 
loan i n s t i t u t i o n ,  and a loan t o  improve the  University of E l  
Salvador. 

E l  Salvador, i n d u s t r i a l l y  t h e  most advanced country in Central  
America, has been pushing s o c i a l  reform and economic development on 
a broad f r o n t ,  and is one of the  br ightes t  spcts in the  Alliance 
f o r  Progress. Major s t eps  have been taken in nat ional  planning, 
t a x  administration, monetary policy, agr icul tural  development, 

The IBRD/IDA (Internat ional  Development ~ s s o c i a t i o n ) ,  the  Ex-Im 
,Bank and CABEI, i n  the  past ,  have provided loans t o  develop E l  
Salvadorls in f ras t ruc tu re  and f o r  agr icu l tu ra l  and i n d u s t r i a l  de- 
velopment. The United Sta tes  w i l l  encourage these  agencies t o  
continue t h i s  policy and, i n  the  case of the  IDB, t o  make fu r the r  
loans f o r  housing and health.  
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GUATEMALA 

PROGRAM SUMMARY 

renovation of primary, secondary and university educational f ac i l -  
i t i e s .  Technical cooperation programs a re  planned i n  support of 
these a c t i v i t i e s ,  pa r t i cu la r ly  in strengthening and improvement of 
ins t i tu t ions  and f o r  economic and educational planning. 

(1n mill ions of do l l a r s )  Non-U.S. external technical  ass is tance commitments average about 
- FY 1963 FY 1964 FY 1965 $2 t o  $3 mill ion each f o r  1963 and 1964, while loan commitments 

Actual E st h a t e d  Proposed t o  the  public and pr ivate  sectors from these sources amounted t o  
$2.1 million i n  FY 1963 and $3.4 mill ion i n  1964. 

Development Loans 0.7 30.0 15 '0 
Technical Cooperation 2.6 3.2 3.3 

Total  A . I . D .  Assistance 3.3 13.2 18.3 
HONDURAS 

The major objective f o r  U.S. ass is tance i s  t o  enable t h e  Govern- 
ment of Guatemala t o  susta in  projected programs and i n s t i t u t e  
self-help measures conducive t o  the  maintenance of a p o l i t i c a l  
atmosphere leading t o  an order ly  re turn t o  const i tu t ional i ty .  

During recent months Guatemala has taken posi t ive  action toward 
the  removal of major impediments t o  soc ia l  and economic progress. 
Its program of "operation honesty" has made a good start toward 
t h e  elimination of endemic corruption. Delinquent debts a re  being 
paid and government payrol ls  a re  met on schedule. The f i r s t  in- 
come t a x  law in Guatemala's h i s to ry  went i n t o  e f fec t  in July  1963, 
and combined with other  new and revised t a x  measures, annual rev- 
enues a re  expected t o  increase by $8 t o  $10 mill ion. Foreign 
exchange reserves stood a t  $33.1 mil l ion i n  October 1963 a s  
compared with an a l l - t ime low of $18.5 mill ion f o r  t h e  same 
period i n  1962. 

Guatemala has a r i c h  agr icu l tu ra l  po ten t i a l  and a good basic in- 
f ras t ruc tu re  of highways and e l e c t r i c  Dower. There is ,  however, 
a high r a t e  of i l l i t e r a c y  (70%); a low r a n 0  of investment t o  GNP; 
a low l e v e l  of administrative capacity, pa r t i cu la r ly  in the  gov- 
ernment bureaucracy; and continuing problems of i n t e r n a l  secur i ty  
adversely affecting economic development. Gua teh la  has recog- 
nized t h a t  one of the  g rea tes t  needs in the  resolut ion of i t s  
economic development problems i s  an improvement i n  capacity of 
t h e  Governmental administrative mechanism. 

U.S. loan ass is tance i s  programmed t o  a s s i s t  Guatemala in imple- 
menting a cadast ra l  survey fo r  up-dating r e a l  property t a x  assess- 
ments. A loan i s  planned f o r  the  improvement of customs services 
and f a c i l i t i e s .  Highway construction loans w i l l  provide access 
roads i n t o  new areas fo r  i n d u s t r i a l  development and agr icu l tu ra l  
exploitation. Loans a re  t o  be considered f o r  construction and 

PROGRAM SUMMARY 

( In  mill ions of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical Coo~erat ion 
Supporting Assistance 0.4 - - 
Contingency Fund 2.0 XMC XXX 

Total  A . I . D .  Assistance 7.3 L o  6.7 

Honduras i s  one of the  poorest countries in Latin America. Law- 
lessness  and a lack of roads and communications slow economic prog- 
ress .  Approximately 80% of t h e  population derives i t s  support 
from agriculture,  40% being subsistence farmers. The average per 
capi ta  income i s  about $200 annually. 

Pr ior  t o  the coup on October 3, 1963, Honduras had made s ignif icant  
progress in self-help under t h e  Alliance f o r  Progress. Following 
four years of stagnation t h e  GNP increased f a s t e r  than the  popu- 
l a t i o n  in 1962 and 1963 (approximately 2% in 1962). A new income 
t a x  law was passed by the  Congress; the  controvers ia l  Agarian 
Reform Law was amended, paving t h e  way f o r  a resumption of new 
pr ivate  investment; t h e  Forest Resources Law was amended t o  en- 
courage private investment in the  pulp, paper and plywood 

industries;  and an e f f o r t  was made t o  improve t h e  government's 
tax administration. 

To further increase  revenues, the  new mi l i t a ry  government on 
December 20, 1963 decreed a 3% sa les  tax,  a new inheritance tax,  
upward revision of the  income tax, and a new 5% export t a x  on 
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s i l v e r .  The decree a lso  s t a ted  t h a t  t h e  national t a x  s t ructure  
must be reformed. A new C i v i l  Service law has been drafted by 
t h e  National Economic Council and was presented t o  t h e  Chief of 
Government on December 30. Honduras continues t o  support f u l l y  
regional economic integrat ion programs. 

The major U.S. objectives at this time are t o  i n m e  an o r d m l y  ' 

and non-violent t rms i t  ion to  rspreaentat ive  civilian go-t 
and, through continued ~nphaais on private inveatmdPlt, to oont5rme 
the recently acquired mamenturn i n  econamic growth. 

To achieve these  objectives t h e  FY 1965 program i s  expected t o  
carry  forward many of t h e  a c t i v i t i e s  which were in terrupted a t  
t h e  time of t h e  coup in October 1963. Emphasis will be placed 
on ass is tance and t ra in ing  in agr icul ture ,  industry, education, 
and public administration. It i s  expected that  some infras t ruc-  
t u r e  p ro jec t s  may be funded by t h e  in ternat ional  loan agencies. 

NICARAGUA 

PROGRAM SUMMARY 

(1n mil l ions  of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total  A . 1  .D. Assistance 3.5 8.2 6.9 

Since t h e  advent of t h e  Schick Administration in Nicaragua in 
1962, t h e  government has been taKing t e n t a t i v e  s teps  to  a id  in 
t h e  country's  development on a f a i r l y  extensive f ront .  There i s  
recognition of t h e  need f o r  t a x  and administrative reforms a t  
both t h e  nat ional  and municipal level .  Income t a x  col lect ions  
have r isen.  An agrarian reform i n s t i t u t e  has been created t o  
ca r ry  out a program of colonization and land settlement. The 
government i n d u s t r i a l  develoment o f f i ce  has pressed forward with 
i t s  work of lending and technical  guidance and established an in- 
vestment promotion o f f i ce  i n  New York. Aided i n  pa r t  by favorable 
weather f o r  agr icul ture ,  GNP increased more than 11% i n  1962, o r  a 
per cap i t a  income of approximately 7%. 

Much more needs t o  be done. There a r e  wide extremes of poverty 
and wealth, and an .inheritanca o f  one-family domination whbh W 
take t a e  ta o m - ,  Governmental i n i t i a t i v e  and reform must be 
c a r e m l y  nurtured in a country heading toward more representat ive  
government. 

Expanded U .  5. economic assistance helps dentonstrate U.S. bacldng 
for President Schick and encourages t o  dwdop  ~ - d 9 p - ~ d ~ t  
l i n e s  of action. Accelerating economic dewdopent efforts 68- . 
pecially in the mal areas also broaden the base of President 
Schick's popular support in Nicaragua. 

U.S. ass is tance will emphasize: ( a )  t echn ica l  cooperation t o  key 
government i n s t i t u t i o n s  f o r  planning, administrative reform, and 
r u r a l  development; (b) se lec t ive  loans di rected toward expanding 
i n d u s t r i a l  and agr icu l tu ra l  production; and (c) providing urgent ly  
needed infras t ructure .  Assistance from other in te rna t ioha l  agen- 
c i e s  such a s  IBRD, IDB and C A E E I  i s  complementing U.S. ass is tance 
with loans f o r  hydroelectric projects ,  housing, water systems and 
e lec t r i f i ca t ion .  
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Manufacturing cod. Index (1958=100) . . . .  

NTERNATIONAL TRADE (I millions) ....................... Total Exports (1.0.6. J 
Copper bars, ores. concentrates ....... 

TotalImportstc.i./.). ...................... 
Trade Balance ......................... 

...... 30LD & FOREIGN EXCEANGE 

............ ZOST OF LMNG INDEX (19.58- 100) 

ZENTRAL GOVERNMENT FINANCES 
(FP ending December 31) 

Total Expenditures ....................... 
.................... (Delense Expenditures) 

(Capital Outlays) ........................ 
Total Domestic Revenues .................... 

AsprnentofGNP ....................... 
Deficit (-) or Surplus (+) ..................... 
* . Converted at 1.8 escudos per U.S. $ . 

Calendar Years 
1961 . 1962 

. Million Dollar Equiwlents . 
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PROGRAM SUMMARY 

( I n  mill ions of do l l a r s )  
FY 1963 FY 1964 fl 1965 
Actual Estimated Proposed 

Development Loans 35.0 60.0 70.0 
Technical Cooperation 6.3 3.2 3.9 

Tota l  A . I . D .  Assistance W.3 63.2 73 +9 

Progress, Self-Help. Aid from Others 

The reforms i n  economic policy adopted i n  January 1963 by t h e  ad- 
minis t ra t ion of President Alessandri o f fe r  hope of reversing t h e  
long t r end  of r e l a t i v e  economic stagnation in Chile. Last year  
Chile f u l f i l l e d  her commitments t o  the  Internat ional  Monetary Fund 
(IMF) and t h e  United Sta tes  t o  increase public revenues fo r  in- 
vestment and implemented the  fundamental exchange reform begun i n  
October 1962 t o  re turn  the  currency t o  a r e a l i s t i c  value and h a l t  
t h e  f l i g h t  of cap i t a l .  

Yet, despi te  the  e f f o r t s  of t h e  administration t o  impose a t i g h t  
money policy,  Chile i s  s t i l l  suffer ing from a high r a t e  of in f l a -  
t i o n .  A s  Chile moves i n t o  a c r u c i a l  e lec t ion year,  t h e  t en ta t ive  
gains made in economic policy in t h e  face of a splhtered parW- 
h t ' m u s t  be preserved and high l eve l s  of economic 
ta ined t h i s  year  t o  fos te r  imdmmt po;t;ttical s t a b i  
p r e v m t  an expected democratic government elected 
3.nheriting @evere e c o n d c  and p o l i t i c a l  problem a t  

During t h e  pas t  year,  the  administration has managed t o  get  a num- 
be r  of s i g n i f i c a n t  reforms through the  parliament and has l a i d  t h e  
base f o r  achievement of Alliance f o r  Progress objectives.  

The agrar ian reform law of 1962 was made operational by passage in 
September 1963 of a cons t i tu t iona l  amendment permitting deferred 
payment f o r  expropriated agr i cu l tu ra l  land. It i s  planned t h a t  
5,000 t o  6,000 farmers w i l l  receive land under t h e  program i n  1964 
and approximately 7,000 in 1965. 

The t a x  measures adopted include a f u l l  administrative reform of 
t h e  i n t e r n a l  revenue service t o  t igh ten  t a x  col lec t ion procedures. 
A complete reassessment of a l l  r e a l  e s t a t e ,  r u r a l  and urban, i s  in 
process, based on a law passed i n  November 1962. An Administra- 
t i o n  sponsored b i l l  which w i l l  increase income and inheritance 
taxes received f i n a l  Congressional approval in l a t e  January 1964. 
Ear l i e r  Congress had attempted t o  weaken t h e  measure but yielded 

t o  t h e  Pres ident ' s  ins is tence on s ign i f i can t  t ax  reforms. A law 
t o  simplify the  stamp tax,  by reducing t h e  number of separate  r a t e s  
from 300 t o  l e s s  than 60, was passed i n  September 1963. Together, 
t h e  complex of t a x  measures i s  expected t o  increase t a x  revenues by 
about $50 mil l ion (roughly 5 4  of t o t a l  revenue) i n  1964 and a 
l a rge r  amount i n  1965. 

While these and re la t ed  measures mark an important beginning in 
governmental e f f o r t s  t o  u t i l i z e  i n t e r n a l  resources more r a t i o n a l l y  
f o r  economic development, over-all  Chilean progress on refom has 
been slaw. Signif icant  e f f o r t s  w i l l  be required i n  t h e  future ,  
especia l ly  t ightening monetary policy,  st imulating p r iva te  invest-  
ment a c t i v i t y  and removing impediments t o  improved performance i n  
t h e  ag r i cu l tu ra l  sector .  

I n  addit ion t o  the  A.I.D. contribution,  in te rna t iona l  ins t i tu t ions ,  
foreign governments, and p r iva te  banks hsve par t ic ipated ac t ive ly  
i n  the  financing of Chile 's  Ten-Year Development Plan. Tne IMF, 
t h e  World Bank, and the  OAS Wise Men have reviewed t h e  Chilean 
Development Plan and the  policy framework f o r  i t s  execution and 
have a s s i s t e d  the  Chilean Government i n  t h e  design of the  bas ic  
economic measures t o  achieve the  Plan's  goals. 

Recently, t h e  In te rna t iona l  Bank f o r  Reconstruction and Develop- 
ment (IBRLI) committed $24 mil l ion f o r  a g r i c u l t u r a l  and l ives tock 
development i n  Chile, while t h e  U.K.  made a loan of $4.2 mill ion.  
The German government i s  expected t o  loan Chile $17.5 mill ion in 
t h e  near fu tu re .  I n  addit ion,  European governments agreed t o  re- 
scheduling of debts t o  a l l e v i a t e  pressure on t h e  Chilean balance 
of payments during t h e  d i f f i c u l t  t r a n s i t i o n  period immediately 
following t h e  devaluation of October 1962. 

Chile has received important t echn ica l  ass is tance support from 
in te rna t iona l  agencies, including t h e  UN and UN Educational, 
Sc ien t i f i c  and Cul tura l  Organization (UNESCO), p r iva te  organiza- 
t ions  such a s  t h e  Ford and Rockefeller Foundations, and foreign 
governments. Tota l  annual expenditures f o r  non-U.S. technical  
ass is tance from these  sources a re  estimated a t  about $8 mill ion 
per year. 

U.S. 0b.jectives and Policy 

Recogniz;tng t h a t  Cfiilels long-term po32ticaZ out;Ioofc wilf. nat ba 
c l e a r  u n t i l  a f t e r  t h e  Presidenkial  elections in September 236964, 
and also t h a t  U.S. ass is tance p o l i c i e s  have an -act on the out- 
come of these  e l ec t ions ,  t h e  short-run ass is tance pol icy  Xs CU' 
enable t h e  present Chilean adplinistration t o :  (a) sus ta in  t h e  
recent hprovements in policy; (b) avoid f i n a n c i a l  de twtora t ion ;  



FY 1965 Promam 

Based on the assumptions and pol icy  out l ined above, t h e  A . I . D .  
ass is tance  program f o r  FY 1965 contmlates  t o t a l  assistance of  
$73-9 nLLlAon Sn new ommltmen2;s t o  bo%h the publ5.c and private 
sec$_f?rs. This amamk i s  considered the ' ' n e z m r y  t o  
pem~Lt maintenance af current eeonon6.e is& €lie f i s I  ' 
par% af F"Y L965 and t o  aUow some economic expansion in *he finaS, 
half of the f i s c a l  ykw, prwided a dmcrsftir: government mrges 
from the September 196k etlections. SpecULcally, the assistmce 
Xevel is calculated t o  enhance t h e  chances o f :  

1. Maintaining and, i f  possible,  increas ing t h e  growth r a t e  in 

2. Encouragina t h e  ~overnment t o  adopt monetary po l i c i e s  which 
Aid l e v e l s  w i l l  be reviewed pe r iod ica l ly  and r e l a t e d  t o  t h e  govern- w i l l  reduce t h e  i e v e l  of p r i ce  i n f l a t i o n  f r b m t h e  CY 1963 r a t e  
mentls a b i l i t y  t o  use ass is tance  e f fec t ive ly ,  a s  evidenced by: of 45% t o  a r a t e  under 10% per year within t h r e e  years; 

1. Maintenance of e f f ec t ive  monetary and f i s c a l  po l i c i e s ,  wi th  
p a r t i c u l a r  emphasis on reducing t h e  r a t e  of p r i c e  i n f l a t i o n .  3 dhg inducements f o r  a 

This w i l l  require,  i n  add i t ion  t o  a t i g h t e r  monetary policy,  
e powers which are 

h s t  i t u t e  s ign i f  io 
subs tan t i a l  increases i n  operating surpluses from t h e  cen t ra l  
government and i t s  decentra l ized agencies through: ( a )  m i n -  

d 
- - - . . 

tenance of e f f e c t i v e  control  over current budgetary expendi- 
tu res ,  l imi t ing  t h e i r  expansion i n  r e a l  terms t o  the  r a t e  of 
projected Gross National Product (GNP) growth; and ( b )  s igni f -  
i can t  increases i n  t a x  revenues through implementation of in- 
come and inher i tance  t a x  reforms, increase of r e a l  e s t a t e  t a x  
r a t e s  and improvement i n  adminis t ra t ive  and co l l ec t ion  pro- 

Providing an investment cl imate which w i l l  v i t a l i z e  t h e  p r i -  
va te  sec tor  and induce increased projec t  planning and devel- 
opment t o  t h e  point  where t h e  IBRD w i l l  be able  t o  form a 
consultat ive group t o  organize large-scale fore ign financing 
of t h e  Chilean investment program. 

cedures; Technical cooperation w i l l  enable Chile t o  develop i t s  i n s t i t u t i o n a l  
2. Effo r t s  t o  increase  p r iva te  sec to r  a c t i v i t y ,  including: ( a )  and human resources, with p a r t i c u l a r  regard t o  f i n a n c i a l  management 

l e g i s l a t i v e  and adminis t ra t ive  ac t ion  t o  v i t a l i z e  lagging and development planning and execution. Important in t h i s  connec- 
t i o n  i s  A . I . D . ' s  contract  with t h e  S t a t e  of Cal i fornia ,  which wi l l  
provide high-level advisors in these  f i e l d s  and in other  important 
sec to r s  such a s  ag r i cu l tu re ,  education, highway t ranspor ta t ion  and 
water resources development. 

3. Improved enforcement of e x i s t i n g  anti-monopoly laws and adop- 
t i o n  of s t r i c t e r  l e g i s l a t i o n  in t h i s  f i e l d  t o  remove l imi ta-  
t i o n s  on growth of p r iva te  domestic investment; and 

4. Strenathened planning and coordination of t h e  Ten-Year Plan. 
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PROGRAM 

-- 
POST-WAR 

R E L I E F  
P E - U I D C  

1 9 4 6 - 1 9 4 8  

1 AUTHOR1 Z A T l  ONS 

FORE1  GN A S S I S T A N C E  
A C T  P E R I O D  

REPAYMENT 

1 9 4 6 -  1 9 4 6 -  

T O T A L  
L E S S  

EPAYMENT! 
AND 

1  N T E R E S T  

OVERSEAS L O A N S  AND GRANTS - N E T  O B L I G A T I O N S  AND L (  

M U T U A L  S E C U R I T Y  A C T  P E R I O D  

. . . .  iI.I .D. AND PREDECESSOR A G E N C I E S  - T O T A L . .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 

i O C l A L  PROGRESS TRUST  FUND . . . ................ I - 
' 0 0 0  FOR PEACE - T O T A L . .  . . . . . . . . . . . . . . . . . . . . .  -- 

. . . . . .  T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  (-) 

. . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) . .  (-1 

. . .  T l  T L E  .- I  -- . P L A N N F D  i O R  L O A N 5  AND G R A N T L . .  , 
. . . . . . .  1 0 4 c  . G r a n t s  f o r  Common 9 e f e n s e . .  - 
. . . . . .  1 0 6 e  . G r o n t s  f o r  B c o n .  D e v e l o p m e n t  - 

1 0 4 e  . L o a n s  t o  P r i v a t e  T n d u s t r y . .  . . . . . . .  - 
. . . . . . . .  . 1 O L e  L o a n s  t o  ~ n u r r n m e n t s . .  I - 

T I T L E  I  - ASS'T FWNI UTHUI  L W N T R I  SALES A l R d T I S .  - 
T I T L E  I I  - FMLPIJENrJY fPFL I E F  4 FCON. D F V . .  . . . .  - 
T I T L E  I I  I - VCILIINTARY PFL.1 E r  4GFNC I is.. . . . . .  - 
7 I T L E  1 V - DOLLhF1 C H F r I l  5 4 L F S . .  . . . . . . . . . . . .  - 

.......... I X P O R T - I M P O R T  BANK LONG-TERM LOANS.  I h6.9 

I T H E R  U.  S .  ECONOMIC PROGRAMS..  . . . . . . . . . . . . . . .  h.0 

...................... T O T A L  E C O N O M I C . . .  50.9 
~ o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  h6.9 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  h.0  

~- ~-~ - -- - - --- I - 
f -- 

l l L l T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  ' A P P .  ). . - 
( A d d ~ t t o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  . (-) 

I T H E R  M I L I T A R Y  A S S I S T A N C E .  . .................. - 
. . . .  

T O T A L  M I L I T A R Y .  - ........................ - 
L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  - 
~ . . . . . . .  - .- - 

. . . . . . . . . . . . .  ~ O ~ . . _ ~ O ~ _ O M I C  AID M I L I T A R Y . .  50.9 -- 

a/ Includes $100.0 mi: - Lon loan for Reconstruction and Rehabilitation. 

ASS1  S T A N C E  FROM l  N T E R N A T I O N A L  A G E N C l  E S  -- 
F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - -  

IBRD . World Bank . . . .  - 112.2 
ON %ch. ~ s s ' t .  (cY). . 1.2 1 .2  6 .7  
ON Spscial h d  . . . .  1 .9  1 .7  8.7 
Int ' l .  Dsv. Association 
Inter-An. Dev. Bank . . 16,? 2315 
Int ' l .  Finance Corp.. . -  3.0 

S I  N O - 5 0 V I  E T  BLOC ASS1  S T A N C E  

. . . . . . . . . . . . . . . . . . . . .  1 9 6 2  l C a l e n d a r  Y e a r l . .  - 

I C u m u l a t i v e  t h r u  1 9 6 3  . . . . . . . . . . . . . . . . . . . . . .  - 



Calendar Years 

BASIC DATA 
Population (millions - mid-1963) ....... ....... Annual Growth Rate (percent). 

Area (1000 square miles) ............ 
Population Density per square mile. ... 

Agricultural Land as '16 of Total Area .... 
Percent of Population in Agriculture ... 

Life Expectancy (years) ............ 
People per Doctor. ................ 
Literacy Rate (percent) ............. 
Pupils as Percent of Population. ....... 

(Primary 6 Secondary) 

PREVIOUS PAGE BLANK 

*Sum of NOI h n l g n  Boloncn 8 Sormps 

E 9  
iROWTH INDICATORS * ........... Total GNP (in 1962 prices; S millions) 3,755 

.................. Per Capita GNP (dollars) 2 61 

**19s7-5.9 A" d19B1.63rlv 

................. Investment a s  percent of GNP. 19 
Domestic Savings as  % of Investment. . . . . . . . . . . . .  109 
Net Fcreign Balance as % of GNP. .............. -2 

2400 I I I I I 1 I 
1957 1958 1959 1960 1961 1962 1963 

Agricultural Prod. Index (1952-54= 100) ........... 116 
Index per Capita ........................ 101 
Rice, rough (1,000 M.T.) .............. 422 

............ Petroleum Prod. (1,000 M.T.) 7,410 

NTERNATIONAL TRADE (5 millions) ...................... Total Exports (1.o.b.). 474 
Coffee ................................ (363) ....................... Total Imports fc.i.  f.) 416 

......................... Trade Balance +58 

;OLD (L FOREIGN EXCHANGE (3dz{k8$). ..... 228 

ZOST OF LIVING INDEX fI958= 100). ........... 107 

2ENTRAL GOVERNMENT FINANCES* - Million Dollar Equivalents - 
(FY ending December 31) 1960 1961 1962 

Total Expenditures ....................... 284 386 405 
................... (Delense Expenditures). ( 50) (56) (62) 

....................... (Capital Outlays). (111) (178) (143) 

Total Domestic Revenues .................... 293 301 290 
AS percent 01 GNP ....................... 8% 8% e 

..................... Deficit (-) or Surplus (+) +9 -85 -115 

Converted a t  7.3 pesos per U.S. $. 
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Country: COLOMBIA viduala. All ohar  malarial ia  unclassitlad. 

Performance i n  s o c i a l  development has been notable.  The Housing PROGRAM SUMMARY 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Prowosed 

Development Loans 87.2 
Technical Cooperation 6 .1  
Supporting Assistance 0.2 - - 

Tota l  A .I .D.  Assistance 93.5 - . XU 

Promess .  Se l f -He l~ .  Aid from Others 

Colombia i s  one of the  major hopes f o r  r ap id  development i n  the 
All iance.  It has a democratic two-party system and progressive 
p o l i t i c a l  leadership.  T rad i t iona l ly  or iented  toward sound finan- 
c i a l  p o l i c i e s  and t o  f r e e  en te rp r i se ,  Colombia has developed a 
s t rong  and forward-looking pr iva te  sec to r .  It  has the  advantage 
of r i c h  and varied na tu ra l  resources and of a market p o t e n t i a l  suf- 
f i c i e n t  f o r  advanced i n d u s t r i a l i z a t i o n .  I t s  record thus  f a r  has 
been encouraging, with an average annual r e a l  r a t e  of increase i n  
Gross National Product (GNP) of above 5$ over t h e  pas t  17 years .  
Gross investment l e v e l s  have been high i n  comparison t o  GNP. 

Colombia does, however, have ser ious  current  problems. I t s  exports  
have suffered  i n  r ecen t  years  from the  la rge  decline i n  coffee 
p r i ces ,  and t h e  c o a l i t i o n  government, although working well ,  i s  not 
a permaaent solution to the p o l i t l e a l  problem, 

Under a Specia l  Powers B i l l  passed i n  August 1963, Colombia has 
i n i t i a t e d  a 2& surcharge on income taxes ,  which should r a i s e  $60 
mi l l ion  dhring 1963-64, and a 30% surcharge on g i f t  and i n h e r i t -  
ance taxes .  I n  addi t ion ,  property valuations were increased by 
lo$, the  planning board was reorganized and a monetary commission 
es tabl i shed.  S ign i f i can t  e a r l i e r  se l f -he lp  accomplishments in-  
clude adminis t ra t ive  reform, c i v i l  serv ice ,  Public Administration 
I n s t i t u t e  and na t iona l  planning organization (1958-59) : passage of 
a comprehensive agrar ian  reform law and the establishment of the  
Agrarian Reform I n s t i t u t e  (1961). I n  1962 Colombia c a r r i e d  out  a 
p o l i t i c a l l y  d i f f i c u l t  exchange reform and devaluation t o  ad jus t  the  
exchange r a t e  t o  more r e a l i s t i c  l eve l s .  Although the  reform was 
no t  wholly successful ,  i t  did  generate approximately $45 mi l l i on  i n  
new revenues through what was e s s e n t i a l l y  taxat ion  of coffee 
expor ts .  

- 
I n s t i t u t e ,  with A. I .D. and inter-American Development Bank (IDB) 
a s s i s t ance ,  constructed 31,000 low c o s t  u n i t s  i n  1963, compared 
t o  19,000 i n  1961. The Agrarian Reform I n s t i t u t e  has completed 
p lans  t o  s e t t l e  t h e  f i r s t  15,000 f ami l i e s  under t h e  Land Reform 
Law. An apprenticeship t r a i n i n g  program supported by a 2$ pay- 
r o l l  t a x  has t r a i n e d  17,300 workers s ince  1961. 

Rural violence, which has re tarded r u r a l  development and accen- 
tua t ed  urban migration,  i s  being reduced through an  aggressive 
an t i -band i t  campaign. 

An example of t h e  Al l iance  i n  opera t ion  i s  t h e  b a r r i o  " ~ a  Forta-  
l e z a "  which was b u i l t  i n  l e s s  than  two years  on land acquired from 
a l a r g e  e s t a t e .  Roughly 1,000 low-income fami l i e s  own t h e i r  own 
homes t h e r e  through loans from Al l iance  funds. Thanks t o  commu- 
n i t y  se l f -he lp  e f f o r t s  and t h e  a s s i s t ance  of p r i v a t e  f irms,  cha r i -  
t i e s ,  and t h e  l o c a l  m i l i t a r y  commander and h i s  t roops ,  t h e  comu- 
n i t y  now has a small  hea l th  c l i n i c ,  workshops and a school and 
playground f o r  500 chi ldren .  

Notwithstanding progress t o  da te ,  Colombia i s  s t i l l  an underdevel- 
oped country, with t h e  problems normally a t tendant  on i t s  s tage  of 
growth. The middle c l a s s  i s  growing f a s t  but i s  s t i l l  r e l a t i v e l y  
small. To permit economic growth without l a r g e  and continuing 
balance-of-payments d e f i c i t s ,  Colombia must s t imula te  export d i -  
v e r s i f i c a t i o n  and break i t s  over-dependence on coffee .  Despite 
t h e  impressive revenue measures of l a s t  year,  a  d i f f i c u l t  f i s c a l  
problem remains, requi r ing  f u r t h e r  se l f -he lp  e f f o r t s .  Agr icul tura l  
production l ags  behind population growth. Input of resources i n t o  
education and t r a i n i n g  f o r  development has lagged behind o ther  
s e l f -he lp  measures. 

Colombia's p o t e n t i a l  has been recognized by o ther  a s s i s t ance  donors 
who have joined together  t o  provide development f inancing on s u i t -  
a b l e  terms. A Consultat ive Group has been organized under In t e r -  
na t iona l  Bank f o r  Reconstruction and Development (IBRD) auspices 
which includes the  IDB, A.I.D., Export-Import (Ex-Im) Bank and t h e  
Development Assistance Committee (DAC) countr ies .  A t  t h e  end of 
i t s  f i r s t  year of operation,  Group members have made loans  t o t a l i n g  
$180 mi l l i on  and a r e  a c t i v e l y  considering a s u b s t a n t i a l  number of 
add i t iona l  p ro jec t s .  U.S. development f inancing has cons t i t u t ed  
about  45% of t h e  ex te rna l  a s s i s t ance  made ava i l ab le  t o  Colombia, 
with the  IBRD providing an  equal percentage, and t h e  remainder de- 
r iv ing  from the  IDB and from o the r  developed coun t r i e s .  In  addi-  
t i o n ,  t h e  UN and t h e  Organization of American S t a t e s  (OAS) provide 
t echn ica l  ass is tance ,  and p r i v a t e  U.S. foundations a r e  p a r t i c u l a r l y  
a c t i v e  i n  Colombia, e spec ia l ly  i n  t h e  f i e l d s  of ag r i cu l tu re ,  medi- 
cine,  and higher education. 
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Colombia should be able  t o  obtain f i s c a l  balance in the  next two o r  
three  years through such sel f -help  measures a s :  

Country: COLOMBIA 

1. Improved t a x  administration. This e f f o r t  has begun with t h e  
ass is tance of an A.1.D.-financed IRS team, and a major land 
t a x  project  is contemplated; 

must not ba divulgad to unauthorimd in& 

viduals. All 0th.. nmtarial i* unclassiflad. 

2. Additional t a x  policy s t eps  based on an OAS-IDB-ECLP, (Economic 
Conmission f o r  Latin America) sponsored t a x  study completed in 
l a t e  1963; and 

U.S. Objectives and Policy expected to  be supplied from non-A.I.D. sources 
formance w i l l  be continuously re-evaluated during the  next three  

The major U.S. ass is tance object ive  i s  t h e  achievement of a high years t o  insure t h a t  A. I .D .  ass is tance l eve l s  a re  re la ted  t o  
r a t e  of economic and s o c i a l  progress within t h e  framework of a Colombia's a b i l i t y  t o  use the  resources f o r  development. 
constantly strengthened democratic, pr ivate  enterpr ise  system. 

The U.S. assistance e f f o r t  w i l l  continue t o  be carr ied out in con- 
U.S. ass is tance i s  designed t o  induce b e t t e r  Colombian performance junction with t h e  Consultative Group l ed  by t h e  IBRD. Colombian 
on t h e  key pol ic ies  and act ions  needed t o  achieve self-sustaining performance w i l l  be discussed with t h e  IBRD and other ass is tance 
growth. A p r i o r i t y  aim w i l l  be t o  convince t h e  government of t h e  lenders t o  assure t h a t  external  a id  goes t o  p r i o r i t y  development 
need t o  improve i ts  monetary and pr ice  control  po l i c ies  and modify needs. An increased e f f o r t  w i l l  be made t o  determine where other 
other  r e s t r i c t i o n s  &ich r e s u l t  in inadequate resource mobilization. donors can assume an addi t ional  share of ass is tance t o  Colombia. 

3. Improved budgetary accounting t o  provide accurate cash flow 
information on a more current basis .  A Harvard University 
Advisory Group and t h e  A . I . D .  Mission a r e  rendering a s s i s t -  
ance here. 

To obtain balance-of-payments equilibrium may well  require upwards 
of a decade and w i l l  c a l l  f o r  a g rea te r  Colombian e f f o r t  t o  stimu- 
l a t e  and d ive rs i fy  export indus t r i e s  than has yet  been mounted. 
The primary self-help requirements are :  

1. Establishment of export promotion a s  a p r i o r i t y  goal and adop- 
t i o n  of t h e  needed export promotion pol ic ies  and practices;  

A . I . D .  e f fo r t s  w i l l  continue t o  place major emphasis upon devel- 
opment lending within t h e  Consultative Group framework. A.1  *D. 
loans of $100 million are needed t o  asswle'ththe level of cspital' 
and intermediate goads imports t o  support specific invetstanent 
opportunities 'sad growth Caxgets , 

The major share of A . I . D .  loans w i l l  provide goods f o r  t h e  vig- 
orous private sector  through the  program loan technique &ich sup- 
p l i e s  essen t i a l  imports f o r  t h e  economy as a whole. A t  t h e  same 
time, a large part  of t h e  pesos generated by these  loans w i l l  be 
used t o  finance a Pr ivate  Investment Fund. This Fund, s e t  up i n  
1963, concentrates its relending on small and medium-sized indus- 
t r i e s ,  e spec ia l ly those  producing goods f o r  export o r  f o r  import 
substi tution. During t h e  f i r s t  eight months of operation t h e  
fund received applications t o t a l i n g  $35.8 mill ion and approved 
$16.7 million i n  loans.  

Additional project  loans and technical  cooperation w i l l  provide 
the  means of overcoming specif ic  administrative and technical  
development bottlenecks, especia l ly  i n  the  tax,  ag r icu l tu re  and 
education f i e l d s .  

2. The development and continuing refinement of a r a t i o n a l  import To encourage Colombiats t a x  programs, A . I . D .  w i l l  supply techni- 
budget during t h e  period &en d i r e c t  import controls  must be c a l  assistance in t a x  administration and col lect ion,  and in im- 
continued; and lproving and updating t h e  land appraisal  system. 

3. The pursuit  of appropriate monetary, exchange r a t e ,  p r i ce  and A more divers i f ied and productive agr icu l tu ra l  sector  must lead 
wage pol ic ies .  t h e  way in t h e  export dr ive  and a c t  a s  a stimulus t o  t h e  economy 

a s  a whole. Accordingly, A . I . D .  w i l l  a s s i s t  in improving the  
Assuming optinnun Colombian self-help, a somewhat higher l e v e l  of planning capacity of t h e  Agriculture Mhistry, completing a basic  
t o t a l  foreign ass is tance w i l l  be needed in t h e  next three  years resources survey, ident i fying spec i f i c  opportunities f o r  d ivers i -  
than was provided in t h e  f i r s t  two of t h e  Colombian Development f i ca t ion  and stimulating r u r a l  par t ic ipat ion in t h e  nat ional  
Plan i f  growth t a rge t s  a r e  t o  be met. . Colombian prospects a r e  econoqy . 
such t h a t  increasing proportions of external  ass is tance can be 
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To meet t r a ined  manpower requirements and broaden the  democratic Additional U.S. a c t i v i t y  includes the  Food f o r  Peace program, h i c h  
framework, a more effect ive ,  e f f i c ien t  and open educational system w i l l  reach 1,200,000 children during FY 1965, and t ra in ing  of labor 
i s  essen t i a l .  A jo int  A.I.D./IBRD/UNESCO team w i l l  be working i n  leaders  t o  bring labor more e f fec t ive ly  i n t o  nat ional  development. 
Colombia f o r  the  next 1 8  months strengthening the planning o f f i c e  Police ass is tance i n  the  improvement of r u r a l  and urban public 
i n  t h e  Ministry of Education and ass i s t ing  i n  developing an edu- order, c iv ic  action projects h i c h  use Colombian mi l i t a ry  person- 
cat ion plan. An A.I.D. survey of higher education i s  a lso  under n e l  on c o m i t y  improvement a c t i v i t i e s ,  and assistance in housing 
way. round out A . I . D . ' s  soc ia l  impact projects.  



Colombia 
( U . S .  F i s c a l  Y e a r s  - M i l l i o n s  o f  D o l l a r s )  

EPAYMENT 
AND 

I NTERESl  
1 9 4 6 -  
1 9 6 3  

TOTAL 
LESS 

!PAYMENT$ 
AND 

l  NTEREST 

PROGRAM R E L I E F  

OVERSEAS LOANS AND GRANTS - NET OBL l  GATIONS AND LOAN AUTHORI ZATIONS 
I 

MUTUAL SECURITY ACT PERIOD 
FORE1 GN ASSISTANCE 

ACT PERIOD 
PERIOD I PERIOD 

1 9 4 6 - 1 9 4 8  1 9 4 9 - 1 9 5 2  
1 I 

. I .D. AND PREDECESSOR AGENCIES - TOTAL..  .... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C l A L  PROGRESS TRUST FUND...... ............. 1 - 1 -  
0 0 D  FOR PEACE - TOTAL ....................... 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . . . . .  (-1 
L e s s :  ( P l a n n e d  f o r  U S  U s e s ) .  . .  I ( (-1 

T I T L E  I  - PLANNED FOR LOANS AND G R A N T ? .  .I 
L 

1 0 4 c  - G r a n t s  f o r  Common : k f e n s e . .  - - . . . . . . .  
1 0 4 e  - G r a n t s  f o r  E c o n .  O e v e l o p m e n t . .  . . . .  - - 
1 0 4 e  - L o o n s  t o  P r i v a t e  I n d u s t r y  . . . . . . . . .  - - 
1 0 4 g  - L o a n s  t o  h u e r n a e n i s . .  . . . . . . . . . . . .  - - 

T I T L E I - A S S ' T F R C M O T H E R C C V N T R Y S A L f S A G M l S .  - - 
T I T L E  I I  -EMERGENCY R E L I E F  dr ECON. DFV..  .... - - 
T I T L E  l  I l  -VOLUNTARY R E L I E F  AGENCIFS. .  . . . . .  - - 
T I T L E  I V - D O L L 4 R  CREDIT  SALFS . . . . . . . . . . . . .  - - 

XPORT-IMPORT BANK LONG-TERM LOANS.. ......... I 13.0 1 10.5 

THER U.S. ECONOMIC PROGRAMS.. I 1.8 1 0.8 ............... 
TOTAL ECONOMIC ......................... 111.8 12.0 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.5 

~ - 

I I L L T A R Y  ASSISTANCE PROGRAM - (Chg.  t o  App. ). . - it 
( A d d i t z o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  . (-) (-1 

ITHER M I L I T A R Y  ASSLSTANCE.... . ............... 
TOTAL M I L I T A R Y  ......................... - 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- -- - - - -  

TOTAL ECONOMIC AND M I L I T A R Y . .  . . ........ . . I  
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13.8 10.5 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.0 1.5 

+ Lass than $50,000. 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - -  
S I N O - S O V I  ET BLOC ASS1 STANCE 

....................... 1 9 6 2  l c a i e n d a r  Y e a r l  - 
IBRD - World Bank . . .  69.5 68.8 338.9 
UNT~C~.ASS~~.(CI).. 0.6 0.7 L.8 
DN Special Fnnd . . . .  1.8 1.5 7.2 
Int'l. Dev. Association 19.5 
Inter-dm. Dev. Bank . . 2.6 16:h 

&'l,FIMnce Gorp.. . h.0 1. 

. . . . . . . . . . . . . . . . . . . . . . .  1 9 6 3  ( C a l e n d a r  Y e a r ) .  

C u m u l a t i v e  t h r u  1 9 6 3  . . . . . . . . . . . . . . . . . . . . . . . .  
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BASIC DATA ....... . Population (millions mid.1963) 4.7 ........ Annual Growth Rate (percent) 3.0 

Area (1 000 squme mi les )  ............ 112 
Population Density per square mile .... 42 

Agricultural Land a s  % of Total Area .... 12.2 
Percent of Population in Agriculture ... 55 

............ Life Expectancy (years) 52 ................. People per Doctor 2. 900 

............. Literacy Rate (percent) 60-70 
Pupils a s  Percent of Population ........ 15 

(Primary 6 Secondary) 

$ utlltons ECUADOR . GROWTH TRENDS 

ROWTH INDICATORS ............................................ 
....................................... 

Investment a s  percent of GNP . . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment . . . . . . . . . . . . .  
Net Fae ign  Balance a s  % of GNP . . . . . . . . . . . . . . .  
Agricultuml Prod . Index (1 952-54 = 100) . . . . . . . . . . .  

Index per Capita ........................ 
Rice. rough (1. 000 M.T.) .............. 

...... Petroleum Prod., crude (1. 000 M.T.) 

VTERNATIONAL TRADE (S millions) ...................... Total Exports (1.0. b.). 
Bananas ............................... 

Total Imports (c.i. 1.) ....................... 
......................... Tmde Balance 

OLD & FOREIGN EXCHANGE (3ds{l,"z ). . . m e .  

............ :OST OF LIVING INDEX (1958= 100) 

:ENTRAL GOVERNMENT FINANCES* 
(FY ending December 31) 

. . . . . . . . . . . . . . . . . . . . . . .  Total Expenditures 
(Defense Expenditures) . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays) 

Total Domestic Revenues . . . . . . . . . . . . . . . . . . . .  
As percent of GNP . . . . . . . . . . . . . . . . . . . . . . .  

Deficit (-1 or Surplus (+) ..................... 
Converted a t  18 sucres psr U.S.$. 

Calendar Years 
1961 . 

. Million Dollar Equivalents . 
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PROGRAM SUMMARY 

(In millions of dol lars)  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 6.3 
Technical Cooperation 4.9 
Supporting Assistance 7.0 - - 

Total A . I . D .  Assistance 18.2 26,1 

Progress, Self-Help, Aid from Others 

The Mil i tary Junta which assumed control in July 1963, has recog- 
nized t h a t  fragmented public administration, poor government organ- 
i za t iona l  s t ructure  and procedures, and untrained leadership are 
primary obstacles t o  Ecuador's developnent. As f i r s t  s teps  toward 
overcoming these problems, the  Junta : (a)  persuaded qual i f ied 
c iv i l i ans  t o  accept appointment t o  several cabinet l e v e l  positions; 
(b) c l a r i f i e d  the  respons ib i l i t i e s  of the  key ministries;  and (c) 
with the  help of a $1.6 million loan from the  United States ,  i n i t i -  
ated a program t o  improve administration of the c e n t r a l  government 
and the  two pr incipal  cities--Quito and Guayaquil. 

Municipal and provincial  governments and power companies and other 
autonomous government agencies, of which there  a re  more than 700, 
ult imately receive almost two-thirds of the  t o t a l  revenues. The 
cen t ra l  government receives only 35%. As a resul t ,  the  cen t ra l  
government cannot effect ively d i rec t  the  execution of a develop- 
ment program, nor can it finance the  loca l  costs of such a program. 
Studies a r e  now being made as  t o  how these operations can be made 
more e f fec t ive  and t h e  causes of recurring budget d e f i c i t s  elimi- 
nated. Several major agencies a re  already being brought under 
government budgetary control.  

Other useful  self-help actions have been taken. These include 
improvements i n  the  customs administration and contraband control  
programs, reorganization of three  univers i t ies ,  and adoption of 
improved administrative laws. For the  pr ivate  sector ,  t h e  indus- 
trial development law has been amended t o  give incentives f o r  
foreign and domestic investment i n  the  form of t a x  and customs 
exemptions and depreciation allowances. A t  the l o c a l  l eve l ,  a 
number of communities have met t h e i r  pledge t o  provide 40% of t h e  
costs  of a p i l o t  school construction program. Ecuadorean munici- 
p a l i t i e s  have adopted the  pr inciple  of self-financing t h e i r  water 
systems. 

Recent economic growth of Ecuador has been about equal t o  the  
average f o r  Latin America. Gross National Product (GNP) growth 
has exceeded l$ annually, but population increases have limited 
t h e  r i s e  in per capi ta  nat ional  product t o  l i t t l e  more than 1% 
per year. However, gross new investment has reached a l e v e l  
(about 17% of GNP i n  1962 and 1963) which holds promise f o r  a 
more rapid future  growth. 

Ecuador i s  receiving other U.S. assistance through the  Export- 
Import (Ex-1m) Bank, the  Food f o r  Peace program, and the Social 
Progress Trust Fund in t h e  amount of $30.3 million in FY 1964. 
Assistance in loans and grants  by other f r e e  world agencies, 
chief ly  the  Internat ional  Bank f o r  Reconstruction and Development 
(IBRD) and Internat ional  Development Association (IDA), will 
appro&ate $25 million. 

U.S. Oblectives and p o w  

U.S. assistance objectives in Ecuador are  t o  f a c i l i t a t e  the  de- 
velopment of modern i n s t i t u t i o n s  and effect ive government ad- 
ministration. The Mil i tary Junta which succeeded an inept and 
direct ionless  c i v i l i a n  r e g h e  has thus f a r  manifested i t s  desi re  
t o  carry out a program of development and reform. In  t h i s  period 
of t r ans i t ion  p r io r  t o  an orderly re turn t o  const i tut ional  govern- 
ment, t h e  United States  is  supporting e f f o r t s  t o  reach economic 
and soc ia l  develoment ~ o a l s  within Ecuador's administrative and 
f i s c a l  capacity. -The uni ted States  is alee using its hf iu f i~X~  
on the Junta t o  speed its adoption and bplennentation of ~ari01.1~ 
Alliance f o r  Progress reform measures. I f  the Junta does not 
arrange fo r  a return t o  const i tut ional  government within a reason- 
able time and i f  it does not respond with a broader program of . 
development and reform, the  U.S. program be reassessed. , 

U.S. assistance pol ic ies  a re  designed to:  

Promote t h e  s t ruc tura l  changes and reforms in the  pr incipal  
cen t ra l  government and autonomous agencies which w i l l  bring 
about a surplus in the cen t ra l  operating budget and encourage 
a greater  and wiser a l locat ion of investment resources. 

Influence the  investment decisions of the  government so as  t o  
accelerate implementation of projects  fo r  which external 
financing i s  already available. 

Encourage pr ivate  savings and investment so a s  t o  provide 
h e d i a t e l y  productive revenue-producing projects  and promote 
exports--thus permitting Ecuador t o  take on a greater  debt 
burden f o r  financing needed infras t ructure  investments. 
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4. Improve c r e d i t  f a c i l i t i e s  through technical  cooperation and 
seed-capital loans so t h a t  they w i l l  support expansion of 
indus t r i a l  and agr icu l tu ra l  enterpr ises ,  including cooper- 
a t ives ,  c red i t  unions and loan associations.  

U.S. support f o r  pa r t i cu la r  projects  w i l l  be geared t o  spec i f i c  
measures on the  pa r t  of Ecuador. For example: 

1. The IBW-formulated National Highway Program, in which t h e  
United S ta tes  w i l l  pa r t i c ipa te ,  i s  being conditioned upon 
adequate provisions f o r  fu tu re  maintenance, r e s t r i c t i o n  of 
fu tu re  governmental t ranspor ta t ion investment t o  agreed-on 
p r i o r i t y  sectors ,  and increasing gasoline t a x  revenues. 

2. A school construction loan will encourage t h e  a l locat ion of a 
g rea te r  percentage of l o c a l  revenues t o  improve educational 
f a c i l i t i e s  and w i l l  support government e f f o r t s  t o  reorganize 
i t s  educational program, improve teacher t r a in ing ,  and produce 
the  teaching mater ia ls  required. 

FY 1965 Program 

Heavy emphasis w i l l  be placed on pursuing t h e  opportunity presented 
by the  Jun ta ' s  announced desi re  t o  adopt administrative and f i s c a l  
reform measures. A 1963 development loan providing technical  
ass is tance and re la ted  f a c i l i t i e s  fo r  these  purposes should enable 
Ecuador t o  s t ep  up i t s  col lect ions  of customs dut ies ,  income taxes,  
and a s s i s t  in channeling public revenue i n t o  higher p r i o r i t y  de- 
velopment uses. To ta l  t a x  rece ip t s  should increase by the  end of 
1965 by about 30% over 1963 l e v e l s  a s  a r e s u l t  of these  reforms and 
re la ted  t r a in ing  programs t o  improve adrdnistration. 

To a t t r a c t  new and expanded i n d u s t r i a l  p lant  a c t i v i t y  and t o  en- 
hance Ecuadorean po ten t i a l  a s  an exporter of agr icu l tu ra l  com- 
modities, Ecuador's e l e c t r i c  power capacity must be increased and 
i t s  highway system improved. Loans f o r  these  purposes in FY 1965 
w i l l  permit t h e  i n s t a l l a t i o n  of f i v e  power p lan t s  in coas ta l  
c i t i e s .  A l a rge  consortium loan in which t h e  United S ta tes  w i l l  
pa r t i c ipa te  in FY 1964 w i l l  provide f o r  t h e  construction and 

improv?ment of 1,186 kilometers of highways, and t h e  maintenance 
of 4,263 kilometers of highways and roads servicing an estimated 
700,000 hectares of agr icu l tu ra l  lands. ExLsting Alliance loans 
w i l l  be used t o  encourage a l imi ted agrarian reform program empha- 
s i z ing  colonization projects  and a system f o r  adjudicating land 
t i t l e s .  Loans t o  improve agr icu l tu ra l  c red i t  f a c i l i t i e s  and t o  ex- 
pand the  development of cooperatives would be conditioned on the  
ac t ive  implementation of t h i s  program. 

Substantial  technical  cooperation funding w i l l  be continued f o r  
projects  t o  improve the  bas i s  f o r  manpower development through 
changes in and expansion of t h e  educational system. These in- 
clude: (a) university-to-university contracts  which permit t h e  
University of Pit tsburgh, St.  Louis University and the  University 
of Houston t o  a s s i s t  th ree  Ecuadorean un ivers i t i e s ;  (b) t r a in ing  
fo r  members of f r e e  t r ade  unions; ( c )  technical  ass is tance in up- 
grading ins t ruct ion in f i v e  vocational schools; and (d) provision 
of ski l led,  high-level advisors who w i l l  help the  Junta implement 
reforms in t h e  public sector and a s s i s t  in t h e  promotion of in- 
d u s t r i a l  growth. A loan f o r  construction of 3,000 primary school 
classrooms over a three-year period a lso  w i l l  be made i f  the re  
are  sa t i s fac to ry  arrangements f o r  tsxtbook production, teacher 
t ra ining,  and continued maintenance. 

To promote awareness of U.S. ass is tance and t h e  Alliance f o r  
Progress and generate i n i t i a t i v e  a t  the  community l eve l ,  s m a l l  
cost-sharing p ro jec t s  w i l l  be undertaken i n  se lected communities. 
Successful e f f o r t s  under t h i s  "Town Planu program a r e  now going 
forward in Guaranda, Esmeraldas and Riobamba. Modest ass is tance 
w i l l  be given t o  r e v i t a l i z e  t h e  panama hat industry  in the  Cuenca 
area. This ass is tance w i l l  complement the  self-help projects  
sponsored by a regional development center in Cuenca, which a re  
improving economic conditions in t h i s  depressed area. 

To reduce and con t ro l  disruptive tensions  wfChin t h e  society, th; 
count er-insurgency capab i l i ty  of t h e  National Pol ice  and Armed 
Fomee wfll be etrengthened further through public safety and 
civic action programs. 
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PROGRAM 

A U T H O R I Z A T I O N S  

FOREIGN ASS ISTAMCE 
ACT PERIOD 

EPAYMENT' 
AND 

l NTEREST 

1 9 4 6 -  
1 9 6 3  

2 

1.9 - 
- 

0.7 

(-1 
(-1 

0.7 
- - 

0 . 1  
0.6 

- - - - 
25.0 

0.5 

TOTAL 
L E S S  

EPAYMENTS 
AND 

l  NTEREST 

75.1 
h5.5 
29.6 

23.5 

19.1 - 
(11.6) 

(3 .1)  

7.8 
- - 

1.1 
6.7 

- 
0.3 
7.2 
3.8 

-1 Jl 

5.6 

U.  

MARSHALL 
PLAN 

PERIOD 

9 4 9 -  1 9 5 2  

1.11 
- 

1.h 

- 
- - 

(-) 
(-) 

- - 
- - - - 
- - - - 

8 .h 

1 .8  

11.6 
8.L 
3.2  

0 . 1  
(-1 
- 

0 . 1  - - 
0.1 

11.7 - 
8.L 
3 .3  

OVERSEAS LOANS AND GRANTS - NET O B L I G A T I O N S  AND L l  

MUTUAL SECURITY ACT PERIOD TOTAL 
1 9 4 6 -  
1 9 6 3  

77.0 

h7 .h 
29.6 

23.5 

19.8 - 
(11.6) 

(3 .1)  

e.5 
- 
- 

1 .2  
7.3 

- 
0.3 
7 .2  
3 .8  

23.6 

6 .1  

. l . D .  A I D  PREDECESSOR AGENCIES - TOTAL. 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C I A L  PROGRESS TRUST F U I D  .............. 
0 0 0  FOR PEACE - TOTAL . . . ................... 

. . . . . .  T i t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  
. . . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

T I T L E  I - PLANNED FOR LOANS AND GRANTS. 

. . . . . . . .  1 0 4 c  - G r a n t s  f o r  Common D e f e n s e  
. . .  1 0 4 e  - G r a n t s  f o r  E c o n .  D e u e l o p m e n t . .  

1 0 4 e  - L o a n s  t o  P r ~ v o t e  I n d u s t r y . .  . . . . . .  
. . . . . . . . . . . . .  1 0 4 g  - L o a n s  t o  C o v e r n n e n t s  

T I T L E  I - ASSIT F a  OTHER COUNTRY SALES A G M l S  

T I T L E  I  I - CIUERGENCY REL  l  E F  & ECON. DEV.. . .  
. . . . .  T I T L E  I l l  -VOLUNT4RY X E L I E F  AGENCIES 

T I T L E  I  V - DOLL4R C R E D I T  SALCS. .  . . . . . . . . . .  

. . .  XPORT- IMPORT BANK L O I G - T E R M  LOANS..  

THER U.S. ECOIOMIC PROGRAMS.... ............ 
TOTAL E C O I O M I C  ........................ 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ! 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  A p p .  ) .  
( A d d z  t r o n a l  G r o n t s  f r o m  E z c e s s  S t o c k s ) .  

.............. THER M I L I T A R Y  ASSISTANCE 

T O T A L  M I L I T A R Y  ........................ 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r o n t s  

TOTAL ECONOMIC AND M I L I T A R Y . .  . . . ......... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S I N O - S O V I E T  BLOC A S S I S T A N C E  

....................... 1 9 6 2  [ C a l e n d a r  Y e a r i  - 

....................... 1 9 6 3  [ C a l e n d a r  Y e a r l  - 
C u m u l a t i v e  t h r u  1 9 6 3  ....................... - 

A S S I S T A N C E  FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - -  
. . . .  . lBRD World Bank - L5.0 

UN Tech. Ass't. (CY). . 0.5 0.7 5 .6  . . .  UN Special M. 1.7 0 .8  5 .O 
Inter-Am. Dev. Benk . . h.7 6 .1  10.8 
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Peru tt 

Peru . GENERAL ECONOMIC DATA 

BASIC DATA 
. .. . . . .  Population (millions mid.1963) 

........ Annual Growth Rate (percent) 

............ Area (1000 square miles) 
Population Density per square mile . . . .  

Agricultural Land as % of Total Area .... 
Percent of Population in Agriculture ... 

Life Expectancy (years) ............ 
People per Doctor ................. 
Literacy Rate (percent) ............. 
Pupils as Percent of Population ........ 

(Primary 6 Secondary) 

$ Y~ll~ms 
1962 Pnrn  

PERU . GROWTH TRENDS 
( R o t * ~  rcol . l 
3P00 .- 

~ u l o t o n  2.3% 

iROWTH INDICATORS 
TO... GNP (in 1962 prices: S millions)* ........... 

PerCapitaGNP (dollars) .................. 
Investment as percent of GNP .................. 
Domestic Swings as % of Investment ............. 
Net Fareign Balance as % of GNP . . . . . . . . . . . . . . .  

........... . Agricultural Prod Index (1952-54= 100) 
........................ Index per Capita ................ Rice. rough (1. 000 MT) 

......... Petroleum Production (1. 000 MT) 

NTERNATIONAL TRADE (I millions) 
Total Expo~ts (/ . o . b . ) .  . . . . . . . . . . . . . . . . . . . . . .  
Copper ................................. 

Total Imports ( c  . i . f . )  ....................... 
......................... Trade Balance 

iOLD & FOREIGN EXCHANGE (3d&i2) ...... 
... . . . . . . . . .  :OST OF LIVING INDEX (1958= 100) 

>ENTRAL GOVERNMENT FINANCES* 
(FY ending December 31) 

Total Expenditures ....................... 
(De/ense Expenditures) .................... 
(Capital Outlays) ........................ 

.................... Total Domestic Revenues 
As percent o/ GNP ....................... 

Deficit (-) or Surplus (+) ..................... 

Calendar Years 
1961 1962 

* Converted a t  27 soles per U.S.$. 

. Million Dollar Equivalents . 
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PROGRAM SUMMARY 

(1n mi l l ions  of d o l l a r s )  
F'Y 1963 Fi 1964 F'Y 1965 
Actual Estimated Proposed 

Development b a n s  - 40.0.0-50.0 .50.0-60,0 
Technical  Cooperation 2.9 4.0 k .  7 

To ta l  A . 1  .D. Assistance 2.9 Wc.0-5ls.O 51.7-6L.7 

Propress ,  Self-Help, Aid from Others 

With a new reform-minded, c o n s t i t u t i o n a l  government pub l i c ly  com- 
mi t ted  t o  t h e  All iance f o r  Progress, t h e r e  i s  opportunity f o r  
s i g n i f i c a n t  progress and development in Peru. 

The primary challenge fac ing t h e  Belaunde Government i s  t o  move 
r a p i d l y  enough in r a i s i n g  l i v i n g  s tandards  in t h e  highlands and 
urban slums t o  break a r i s i n g  wave of s o c i a l  unrest  which has  
a l ready erupted  in numerous l and  invasions.  Although over-a l l  
growth r a t e s  have been very s a t i s f a c t o r y  in the l a s t  fou r  years ,  
t h e  expanding c o a s t a l  econonly con t r a s t s  sharply wi th  t h e  stagnant 
highlands where ha l f  t h e  population l i v e s .  Per c a p i t a  income i s  
l e s s  than  one-fourth t h a t  on t h e  coas t ,  producing ever increas ing  
downward migration.  

The main p o l i t i c a l  obs t ac l e s  t o  t h e  execution o f  reform and de- 
vefopment programs are :  ( a )  t h e  r e s i s t a n c e  t o  ehange by t h e  
t r a d i t i o n a l  ruling group; and (b) t h e  c o n t r o l  of  Congress by 
opposi t ion  p a r t i e s .  Although t h e  s t ronges t  opposit ion party (hFRA) 
suppor ts  reform, it has  delayed o r  modified many Administration 
proposals  both f o r  subs tant ive  reasons and i n  order  t o  gain p o l i t i -  
c a l  advantage, I f  t h e  new Administration continues t o  acoept 
compromise so lu t ions  o r  reaches a c l o s e r  working arrangement 
wi th  APRA, it s tands  a good chance o f  achieving its more important  
reform goa3.e. 

Important s t e p s  have a l ready been taken toward t h e  achievement of 
All iance f o r  Progress reforms and self-help measures. 

1. Land r e d i s t r i b u t i o n  has already begun on a l i m i t e d  sca l e  in 
t h e  highlands. The agrar ian  reform agency has been expanded 
and given g r e a t e r  author i ty .  Congress recent ly  approved a 
c o n s t i t u t i o n a l  amendment allowing payment f o r  expropriated 
l and  in bonds; r a t i f i c a t i o n  by t h e  next  ordinary sess ion  w i l l  
make t h e  amendment e f f ec t ive .  A t  t h e  Administrat ion's  urgent 

reques t ,  Congressional conunittees have approved a comprehen- 
s i v e  agrar ian  reform b i l i ,  l ~ h i c h  has  a l ready passed t h e  House. 
Senate approval i s  expected in t h i s  session.  

The Administration has  d ra f t ed  an extens ive  program of agr i -  
c u l t u r a l  c r e d i t ,  cornunity development, rese t t lement  and 
colonization.  To f inance  t h i s  program t h e  Administration 
has doubled i t s  a g r i c u l t u r a l  budget reques t ,  which, however, 
i s  s t i l l  a r e l a t i v e l y  small  proport ion of t h e  t o t a l  budget. 

To support t h e s e  programs, t h e  armed fo rces  a re  being used 
increas ingly  in c i v i c  ac t ion  programs t o  cons t ruc t  penet ra t ion  
roads, coloniza t ion  p ro jec t s ,  schools,  medical pos ts ,  and 
water and sewage systems. 

2. The 1964 investment budget has increased nea r ly  two and one- 
ha l f  t imes over 1961 l e v e l s ,  wi th  f u r t h e r  increases  projec ted  
f o r  1965. A s e r i e s  of new stamp and customs taxes  have 
r e c e n t l y  been enacted. To ta l  revenues were nea r ly  16% of t h e  
Gross National Product (GNP) in 1963, we l l  above t h e  l e v e l  f o r  
most underdeveloped countr ies .  Recornendations of an A.1.D.-  
f inanced t a x  enforcement team have been adopted, including 
replacement of a c o s t l y  p r iva t e  t a x  c o l l e c t i o n  agency by 
d i r e c t  government co l l ec t ion .  However, moderate budget 
d e f i c i t s  occurred in 1963 and f u r t h e r  d e f i c i t s  a r e  l i k e l y  
i n  1964. 

3.  The t r a d i t i o n a l l y  s t rong p r i v a t e  s e c t o r  has  grown rap id ly  
s ince  1959. P r iva t e  investment i s  about 20% of t h e  GNP. Ex- 
p o r t s  have r i s e n  dramat ica l ly  i n  recent  years,  due l a r g e l y  t o  
p r i v a t e  investment in copper, f i s h  meal and i ron  ore. The 
currency i s  sound but excessive d e f i c i t  f inancing could under- 
mine f u t u r e  business confidence. I f  t h e  se r ious  problem 
caused by t h e  Administrat ion's  proposed changes i n  t h e  s t a t u s  
of t h e  U.S.-owned I n t e r n a t i o n a l  Petroleum Company i s  resolved 
s a t i s f a c t o r i l y ,  p r i v a t e  investment should continue t o  increase  
rapid ly .  

4. A s t rong,  new na t iona l  planning i n s t i t u t e  expects t o  complete 
a short-range investment program i n  mid-1964 and a long-range 
development p lan  in 1965. 

The Export-Import Bank, Inter-American Development Bank, In terna-  
t i o n a l  Bank f o r  Reconstruction and Development, and I n t e r n a t i o n a l  
Finance Corporation have all been a c t i v e  i n  Peru, making loans  
t o t a l i n g  more than $110 mi l l i on  s ince  1960. French, English,  
Swiss, German, Italian and Japanese loans  f o r  public p r o j e c t s  
(hydroelec t r ic ,  f e r t i l i z e r ,  po r t s ,  rai lways,  i r r i g a t i o n ,  a s t e e l  
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m i l l )  a re  estimated t o  have exceeded $260 mil l ion s ince 1960 but 
many a re  short-term supplier c r e d i t s  a t  high i n t e r e s t  r a tes .  A s  a r e su l t  of widespread violence and unrest  i n  the  highlands, 

the  Administration is  urgently requesting l e g a l  author i ty  t o  
U.S. 0b:iectives and Policy s e t t l e  small farmers on selected highland haciendas and i s  

proceeding rapidly  with plans t o  them with agr icu l tu ra l  
 he major U.S. ass is tance objective i s  t o  support the  new Adminis- extension services, supervised c red i t ,  equipment pools and Social  t r a t i o n  in i t s  e f f o r t s  t o  increase the  very low l iv ing  standard of services, To reduce population pressure, it is also moving ahead 
the  f i v e  mi l l ion  people l iv ing  in t h e  Andean highlands and recent with colonization e f f o r t s  in the  under-populated eastern sector.  
migrants. 

These people a re  increasingly i n s i s t e n t  upon b e t t e r  economic oppor- 
t u n i t i e s .  Extremist ag i t a to r s ,  capi ta l iz ing upon discontent,  have 
fomented repeated land invasions and created other  c i v i l  disorders.  
The Administration has embarked upon a th ree  pronged development 
e f f o r t ,  which U.S. ass is tance programs a re  prepared t o  support: 
(a)  in tensive  agr icu l tu ra l  and human resource development of t h e  
over-populated Andean region; (b) opening new lands in t h e  high 
rain-forest  areas  of eastern Peru; and (c) increased industr ia l iza-  
t i o n  outs ide  Lima t o  provide more job opportunities.  

The success of t h i s  development e f f o r t  depends upon rapid  imple- 
mentation of many soc ia l  and s t r u c t u r a l  changes. External re- 
sources a re  required i n  any event f o r  achievement of U.S. objec- 
t i v e s .  The Peruvian Government can accelera te  t h e  r a t e  of progress 
by increasing i t s  own investment and providing b e t t e r  opportunities 
f o r  p r iva te  investors.  

U.S. ass is tance will move hand i n  hand with sa t i s fac to rv  Dronress " .  - 
the  more important reforms and domestic improvements, including: 

Selective red i s t r ibu t ion  of l a r g e  land holdings t o  small 
farmers and indigenous communities, where population pressure 
requires ,  accompanied by expanded extension and c red i t  programs 
f o r  mall farmers. 

M d u m ,  rapid  increases in l o c a l  funds avai lable  f o r  sound 
public sec to r  investment, supported by new taxes ,  b e t t e r  t a x  
administration, and increased in te rna l  borrowing. 

Improvement of t h e  investment climate t o  encourage more foreigr  
and domestic p r iva te  investment through t ax ,  c r e d i t ,  other 
incentives,  and f a i r  treatment of all investors.  

Rapid completion of an investment program and long-range de- 
velopment plan, accompanied by much improved administration of 
development projects.  

U.S. technical cooperation w i l l  be provided, and loans w i l l  be 
considered i n  the  f i e l d s  of a p i c u l t u r a l  c red i t ,  i r r iga t ion ,  colo- 
nization and c o m i t y  development. 

Closely t i ed  t o  the  needs of the  r u r a l  areas is  the  development 
of an adequate t ranspor ta t ion system. A very l a rge  proportion of 
t h e  population i s  located i n  d i f f i c u l t  mountainous t e r r a i n  vhich 
i s o l a t e s  the people and t h e i r  produce fromurban markets. Techni- 
c a l  cooperation from the  U.S. Bureau of Public Roads and Federal 
Aviation Agency w i l l  be continued, along with development loans 
f o r  road construction, improvement and colonization. (Feas ib i l i ty  
s tudies  for  many of these  roads a re  already under way.) Lmprove- 
ment of s m a l l  a i r p o r t s  i n  remote areas  may also  be supported along 
with necessary improvements t o  por t  f a c i l i t i e s  fo r  Peru1 s interna- 
t i o n a l  trade. 

While growing rapidly,  Peru 's  indus t r i e s  have been unable t o  ab- 
sorb the  l a rge  volume of migrants t o  urban slums. There i s  a 
need f o r  20,000 new jobs each year i f  Peru i s  t o  absorb these  
migrants and keep abreast  of i i s  growing population. The creation 
of new industry outs ide  Lima and small industry handicraft  opera- 
t i o n s  i n  the  highlands i s  an important f ace t  of A . I . D . ' s  program. 
This w i l l  be accomplished by se t t ing  up cooperatives, providing 
management assistance,  identifying good opportunities f o r  pr ivate  
investment, and loans t o  intermediate c red i t  ins t i tu t ions .  

Education i s  basic t o  development. A . I . D .  w i l l  ccntinue t o  pro- 
vide advisors t o  the  Ministry of Education WG m y  consfder lo~ tns i  
r E ~ r  educational f a c i l i t i e s .  Special emphasis w i l l  be given t o  
b e t t e r  educational opportunities i n  the  highlands. 

Advisory services will be continued fo r  such governmental functions 
a s  economic planning and means of increasing public sector reve- 
nues, such a s  b e t t e r  t a x  and customs col lect ion.  Loans may be 
considered f o r  f e a s i b i l i t y  s tudies  and na tu ra l  resource surveys. 

&. -- 
/hb-Uc safeti w i i i  con&& t o  receive special attention, partiou- 

larly in the sensitive highlande. Both advisors and pol ice  equip- 
m e a t  will be flunished under the program. 
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2EPAYMENTI 
AND 

I N T E R E S T  

1 9 4 6 -  
1 9 6 3  

T O T A L  
L E S S  

EPAYMENTS 
AND 

I N T E R E S T  

OVERSEAS L O A N S  AND GRANTS - N E T  O B L I G A T I O N S  AND L (  i AUTHOR1 Z A T l  ONS 

F O R E I G N  A S S I S T A N C E  
ACT P E R I O D  

U. -- 
MARSHALL  

PLAN 
P E R I O D  

9 4 9 -  1 9 5 :  -- 

1.8 - 
- 
1.8 

- 
+ - 

(-1 
(-1 
- 

T O T A L  
1 9 4 6 -  
1 9 6 3  

POST-WAR 
R E L I E F  
P E R I O D  -- 

1 9 4 6 - 1 9 4 8  

- - 
- - 
- 
- - 

(-1 
( - )  

- 

MUTUAL  S E C U R I T Y  ACT P E R I O D  PROGRAM 

L .  I .D .  AN0  PREDECESSOR A G E N C I E S  -. TOTAL .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

i O C I A L  PROGRESS T R U S T  FUND. . . . . . . . . . . . . . . . . .  
:OOD F O R  P E A C E  - T O T A L .  . . . .................. 

. . . . .  T ~ t l e  I - ( T o t a l  S o l e s  A g r e e m e n t s ) .  

. . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  

T I T L E  I - P L A N N E D  FOR LOANS A N 0  GRANTS.  

. . . .  . 1 0 4 c  G r a n t s  f o r  Common 2 e f e n s e . .  
. . 1 0 4 e  G r a n t s  f o r  E c o n .  n e v c l o p m e n t . .  

. . .  1 0 6 e  . Loons t o  P r ~ v a t e  I n d u s t r y . .  
. . . . . . . .  . 1 0 6 g  L o a n s  t o  f b v e r n m e n t s . .  

T  l T L E  I  - ASSIT  FRCM OTHER COUNTRY SALES A G M ' S  
. . .  T I T L E  I  I  F ' I E R L E N C Y  P E L I L F  b FCON. P E V . .  

. . . .  T  l  T L E  I I  I - V O L l l N T A P Y  P E L  l  LF 4 G t N L  I ii.. 
. . . . . . . . . . . . .  T I T L E  I V  - D O L L A R  C l E C I T  S A L F S  

: X P O R T - I M P O R T  B A N K  L O N G - T E R M  L O A N S  .......... 
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( A d d ,  t ~ o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  

................... ITHER M I L I T A R Y  A S S I S T A N C E  

. . . . . . . . . . . . . . . . . . .  T O T A L  M I L I T A R Y . . . . .  
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+ Less than $50,000. 

ASS I STANCE FROM i NTERNAT l  O N A L  AGENC l  ES  

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  

105.2 
UN Tach. Asstt. (CY) 
UN Special Fund . . . .  
Intor-Am. Dsv. Bank . . 
Int'l. F h n c e  Corp.. . 2.6 7 .3  
-- 
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Although a major portion of U.S. ass is tance i s  being concentrated 
i n  the  countries discussed above, Alliance f o r  Progress and U.S. 
object ives  a lso  are being pursued with U.S. aid in other countries 
of t h e  Hemisphere. U.S. support va r ies  according t o  each country's  
pa r t i cu la r  problems and i t s  own e f f o r t s  t o  respond t o  self-help 
requirements. 

Both Mexico and Venezuela, with high ra tes  of economic growth and 
ambitious development programs, have mobilized t h e i r  own resources 
well, and can now a t t r a c t  a substant ia l  portion of t h e i r  external  
resources requirements from sources other than A.I.D. 

Mexico, a leader in many reform measures, continues t o  pursue cer- 
t a i n  basic  improvements in i t s  s o c i a l  structure.  It i s  undertaking 
a number of these addi t ional  reform measures in connection with 
A . I . D .  financing. A . I . D . ' s  objective i s  t o  encourage an expanding 
ro le  f o r  Medco within the  Alliance with increasing emphasis on 
Mexico's growing a b i l i t y  t o  provide t r a in ing  and re la ted  assistance 
t o  other  countries in Latin America. A.I.D. is consedering d&e- . 
gating t o  the EItnbassy the  remainiry: activities of its lEasS,an in ~ 

Xe.xic0. 

I n  Venezuela, the  Government i s  making s ignif icant  s t r i d e s  in mo- 
b i l i z i n g  forces  f o r  development. The U.S. objective i s  t o  assure 
the  country 's  self-sustained economic growth and continued soc ia l  
progress s o  t h a t  s t ab le  soc ia l  and government ins t i tu t ions  w i l l  
endure. 

Uruguay, with considerable potent ia l  f o r  development, has yet t o  
undertake a number of basic s t r u c t u r a l  and long-range reforms es- 
s e n t i a l  t o  economic development. Ac t iv i t i e s  involving the  coop- 

A l l  t he  Caribbean nations are ,  by t h e i r  very location, of s t r a t e g i c  
importance t o  the  United States.  

Newly independent Jamaica--technically not a member of the  Alliance 
f o r  Progress family of nations--is proceeding under i t s  development 
plan t o  c rea te  opportunity fo r  pr ivate  enterprise and f o r  general 
economic growth. However, the  is land nat ion suffers  from severe 
unemployment and l imited resources, being hampered by heavy popu- 
l a t i o n  pressures.  A . I . D .  a s s i s t s  Jamaica by a modest technical  
cooperation program, and i s  wil l ing t o  consider soundly based loan 

applications i f  funds from other sources are  not available.  Other 
ass is tance programs a re  being carr ied out by the  UN, Canada, and 
the  U . K .  

A . I . D .  involvement in Trinidad-Tobago stems from the  agreement be- 
tween the  United Sta tes  and the  is land government regarding base 
r igh t s .  Funds c o d t t e d  in the  agreement concerning these  r igh t s  
a re  being used f o r  economic and s o c i a l  development purposes. 

The s t ra ined working re la t ionship between the  Haitian Government 
and the  United Sta tes ,  and the  exis t ing climate within Br i t i sh  
Guiana prevent the  undertaking of s ign i f i can t  cooperative programs 
with A . I . D .  funding a t  t h i s  time. It nevertheless remains in the  
U.S. i n t e r e s t ,  f o r  humanitarian reasons, t o  support l imi ted ac- 
t i v i t i e s  in these  two nations.  

Pr ior  t o  the  September 1963 coup i n  the  Dominican Republic, sub- 
s t a n t i a l  U.S. ass is tance was being provided. This ass is tance was 
aimed f i r s t  a t  a s s i s t ing  in s t a b i l i z i n g  the  p o l i t i c a l  and economic 
s i tua t ion  as  the  country moved toward f r e e  e lect ions  and then a t  
a s s i s t ing  in the  t r a n s i t i o n  t o  a functioning democracy. After a 
break of four months in U.S.-Dominican re la t ions ,  a id  programs a re  
now being resumed. 

Paraguay, although a poor country t r a d i t i o n a l l y  under author i tar ian 
government, has made progress toward Alliance reforms, W i f i  pmB- 
ding by the United States. An opposition par ty  now i s  seated in 
the  Congress, the  press has g rea te r  freedom, an economic planning 
organization has been formed, ce r t a in  import dut ies  A i c h  were 
deterrents  t o  increased agr icu l tu ra l  production have been abolished, 
and basic  education and r u r a l  health programs a re  being pushed. 
The Paraguayan Government has been staunchly pro-United Sta tes  in 
in te rna t iona l  forums and anti-Communist in i t s  p o l i t i c a l  orienta- 
t ion .  A . I . D .  ls l imited assistance t o  t h i s  country i s  aimed a t  
promoting greater  economic and s o c i a l  progress through programs 
A i c h  d i r e c t l y  benef i t  the  Paraguayan people, pa r t i cu la r ly  in the  
r u r a l  areas.  

In  Panama, the  p o l i t i c a l  c r i s i s  has helped d i rec t  a t t en t ion  t o  
underlying s o c i a l  and economic tensions A i c h  in par t  r e s u l t  from 
a low l e v e l  of development and wide d i spar i ty  in income dis t r ibu-  
t i o n .  
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To assure  accomplishment of U.S. objec t ives  i n  Venezuela, it i s  
considered e s s e n t i a l  t o  provide a modest t echn ica l  cooperation 

MEXICO program t o  guide key development and i n k e r n d  s e c u r i t y  undertak- 
i ngs .  The t h r u s t  of U.S. a c t i v i t y  i n  FY 1965 w i l l  focus on 
monitoring e L s t i n g  loans ,  a s  we l l  as :  ( a )  development of human 

PROGRAM SUMMARY resources,  including t r a i n i n g  i n  government management and public 
s a fe ty ;  (b) t echn ica l  cooperation i n  r u r a l  development programs 

(In mil l ions  of d o l l a r s )  with emphasis on ag ra r i an  reform and supervised a g r i c u l t u r a l  
FY 1963 FY 1964 fl 1965 c r e d i t ;  and ( c )  t echn ica l  cooperation i n  housing and urban re- 
Actual Estimated Proposed newal, s t r e s s ing  t h e  development of l o c a l  i n s t i t u t i o n s  and t h e  

mobil izat ion of l o c a l  c a p i t a l  f o r  housing construction.  
Development Loans 
Technical  Cooperation 

URUGUAY 
Tota l  A . I . D .  Assistance 

To a s s i s t  MeLco i n  expanding i t s  r o l e  i n  t h e  Al l iance ,  A . I . D .  w i l l  
have f inanced t h r e e  important Al l iance  loans  by t h e  s t a r t  of FY 
1965--for supervised a g r i c u l t u r a l  c r e d i t  f o r  small  farmers, low- 
cos t  housing, and a g r i c u l t u r a l  education. These loans  w i l l  enable 
Mexico t o  a t t a c k  important underlying s t r u c t u r a l  problems, and w i l l  
h e l p  provide minimum l i v i n g  standards f o r  t h a t  ha l f  of t h e  popula- 
t i o n  l i v i n g  a t  o r  below subs is tence  l e v e l s .  These loans  have in-  
duced Mexico's p r i v a t e  banks t o  provide c r e d i t  t o  smal l  farmers 
and low-income urban fami l ies .  They a r e  serving t o  reverse  t h e  
t r a d i t i o n a l  l o c a l  lending p rac t i ces  which have l imi t ed  t h e  devel- 
opment of mass markets and inh ib i t ed  needed increases  i n  agr icul -  
t u r a l  and i n d u s t r i a l  a c t i v i t y .  During FY 1965, t h e  a g r i c u l t u r a l  
program w i l l  be supplemented by community development programs i n  
f i v e  r u r a l  problem areas  under t h e  Food-for-Work orovisions of 
P.L. 480. There may be a need to fep1enLsh the  cultural csedlk 
pmgram. The housing program w i l l  be complemented by a v a r i e t y  of 
housing guaranty p ro jec t s .  

VENEZUELP, 

PROGRAM SUMMARY 

(In mil l ions  of d o l l a r s )  
FY 1963 fl 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 30.0 
Technical  Cooperation 3 .o 1 . 6  1 .4  
Contingency Fund 0 . 1  XXX XXX 

PROGRAM SUMMARY 

(In mi l l i ons  of d o l l a r s )  
fl 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical  Cooperation 

To ta l  A . I . D .  Assistance 

U.S. objec t ives  i n  Uruguay a r e  t o  provide a s s i s t ance  i n  na t iona l  
development planning and t o  encourage p r iva t e  investment, increas-  
i ng  i n d u s t r i a l  and a g r i c u l t u r a l  product iv i ty ,  and reforms i n  t h e  
f i e l d s  of t a x  pol icy ,  bank c r e d i t ,  and publ ic  administrat ion.  

To ta l  A . I . D .  Assistance 
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F i s c a l  Year 1965 A . I . D .  a c t i v i t i e s  w i l l  promote these  objec t ives  
by: ( a )  f inancing s e c t o r  and f e a s i b i l i t y  s tud ie s ,  a resources 
survey, and t r a i n i n g  f o r  t h e  na t iona l  planning organiza t ion  s t a f f ;  
(b) a s s i s t i n g  i n  t h e  improvement of a g r i c u l t u r a l  education, agr i -  
c u l t u r a l  research, and t h e  f u r t h e r  development of r u r a l  i n s t i t u -  
t i ons ;  ( c )  a s s i s t i n g  i n d u s t r i a l  vocat ional  schools, t h e  School of 
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PROGRAM SUMMARY 

(In mill ipns of do l l a r s )  
fl 1963 FY 1964 FY 1965 

-- Actual Estimated Proposed 

Development Loans - 
Technical Cooperation 3.0 2.5 2.4 

Total  A . I . D .  Assistance 3.0 4.7 4.4 

The U.S. assistance program i n  FY 1965 w i l l  continue through se- 
l ec ted  a c t i v i t i e s  t o  support : ( a )  the  development and improvement 
of basic  economic, planning, and f i s c a l  ins t i tu t ions ;  (b) the  
growth of the economy, pa r t i cu la r ly  the  agr icu l tu ra l  sector;  and 
( c )  t h e  maxi.mm development of human resources. 

JAMAICA 

PROGRAM SUMMARY 

(In mill ions of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total  A . I . D .  Assistance 5.9 3.3 0.6-10.6 

The proposed A . I . D .  program f o r  Jamaica continues t o  provide f o r  a 
modest technical  cooperation program, with U.S. technicians and 
consultant services,  and the  t r a in ing  of Jamaicans in the  United 
Sta tes .  Much of the  U.S. technical  cooperation e f f o r t  supports 
previously made A . I . D .  loans in the housing and water supply f i e l d s .  
A s  t h e  lender of l a s t  r e sor t ,  A . I . D .  a lso  will consider soundly 
based loan applications which would par t icular ly  f a c i l i t a t e  in- 
creased i n d u s t r i a l  growth, o r  eliminate key agr icul tural  bo t t l e -  
necks. 

DOMINICAN RFPUBUC 

PROGRAM SUMMARY 

( In  mill ions of do l l a r s )  
fl 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Development Loans 2 .1  
Technical Cooperation 3.6 1 . 5  2.0 
Contingency Fund 23.9 XXX XXX 

Total A . I . D .  Assistance 29.6 1 . 5  12.0 

To meet the  continuing economic development problems in the  
Dominican Republic, A . I . D .  i s  r e i n s t i t u t i n g  i t s  ass is tance pro- 
gram. FY 1965 proposed funds a re  t o  be used t o  support a c t i v i t i e s  
i n  regional development, agr icul ture ,  public administration, and 
education. Such aid w i l l  depend upon t h e  current regime's under- 
taking.those self-help and re la ted  measures required f o r  the  ef- 
f ec t ive  u t i l i z a t i o n  of new assistance.  

TRINIDAD-TOBAGO 

PROGRAM SUMMARY 

(In mill ions of do l l a r s )  
fl 1963 FY 1964 FY 1965 

Technical Cooperation 
Supporting Assistance 
Contingency Fund 

Total  A . I . D .  Assistance 10.9 5.5 5.0 

d With the  Regional SA t o t a l s  unelassifled, these  must 
s i r i e d  t o  avoid revealing the  Bolivian figure.  

An agreement was reached i n  November 1962 granting $30 mil l ion 
over a five-year period t o  the  Government of Trinidad-Tobago in 
exchange f o r  the  r igh t  t o  maintain U.S. mi l i t a ry  bases there.  
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Future payments in FY's 1966 and 1967 w i l l  complete the  comitment. addit ion,  25 Guayanese w i l l  be brought t o  t h e  United S ta tes  f o r  
'These funds a re  t o  be used f o r  mutually acceptable a c t i v i t i e s  re- t r a in ing  in agr icu l tu re ,  health,  labor  and public administration. 
l a t e d  t o  Trinidad-Tobago's development e f f o r t s .  

PANAMA 
HAITI 

PROGRAM SUMMARY 
(1n mil l ions  of do l l a r s )  

(1n millions of d o l l a r s )  FY 1963 FY 1964 FY 1965 
FY 1963 FY 1964 FY 1965 Actual Estimated Proposed 
Actual Estimated Proposed 

Development Loans 6.0 1 
Supporting Assistance 4.9 1.5d 1 .  Technical Cooperation 2.3 1 .9  1 .8  

d With t he  Regional SA totals unclassified, these must be c3as- 
s i f i e d  t o  avoid revealing the  BoUvian f igure .  

A . I . D .  suspended i t s  program--with t h e  exception of t h e  malaria 
eradicat ion program--early in FY 1963. FY 1965 funds w i l l  finance 
the  l a s t  year of t h e  "attack phase1' of t h e  malaria eradication 
program. Three years--the l tconsolidation phase1!--remain f o r  t h e  
program, which involves t h e  Pan American Health Organization, UN 
Chi ldren 's  Fund, t h e  Haitian Government, and A . I . D .  In addit ion 
t o  t h e  humanitarian reasons f o r  A . I . D . ! s  remaining in t h e  program, 
it should be noted t h a t  U.S. withdrawal from the program would 
negate t h e  e f fec t  of t h e  substant ia l  funds invested thus  f a r ,  a s  
we l l  a s  possibly r e s u l t  in t h e  exposure of t h e  Dominican Republic 
t o  re infect ion.  

BRITISH GUIANA 

PROGRAM SUMMY 

( I n  mil l ions  of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperat ion 1 . 4  0.5 0 .1  

Supporting Assistance 0.5 - - 
Contingency Fund - 3.14 X X X  

Total  A . I . D .  Assistance 

=/ Progrmed though 12/31/63. 

The current c r i t i c a l  period in U.S.-Panamanian r e l a t i o n s  has 
served t o  underscore t h e  extreme importance f o r  Panama t o  develop 
a more broadly-based, balanced and s t a b l e  economy, l e s s  dependent 
upon t h e  canal and external  resources, and more adequately respon- 
s ive  t o  the growing demands f o r  a decent l ivel ihood by t h e  under- 
fed .  ill-housed portion of i t s  population. hprovement i n  Pana- 
ma's economic and s o c i a l  conditions alone cannot be expected t o  
erase  en t i r e ly  Panamanian pressures f o r  g rea te r  concessions with 
regard t o  the  Canal Zone. The present g rea t  d i s p a r i t y  in l iv ing  
conditions between the  small wealthy group and t h e  mass of t h e  
Panamanian people--combined with t h e  great  preoccupation with t h e  
Zone simply because so many people depend on it d i r e c t l y  o r  in- 
d i r e c t l y  for t h e i r  livelihood--produces, however, a highly vola- 
t i l e  atmosphere where any r e a l  o r  fancied grievance can eas i ly  be 
exploited by both l o c a l  and foreign elements h o s t i l e  t o  t h e  United 
Sta tes .  While t h e  g rea te r  d ive r s i f i ca t ion  of the  economy and a 
more equitable d i s t r ibu t ion  of income may not e n t i r e l y  resolve 
U.S. problems in the  Zone, they would undoubtedly remove some of 
t h e  underlying discontent and unrest  which now provide f e r t i l e  
ground for  creat ing an explosive s i tua t ion .  

P r i o r  t o  the recent  disorders,  and following up a roughly similar 
The funds requested fo r  FY 1965 w i l l  be used t o  continue s m a l l -  program for FY 1964, A .  I .D. ' s  proposed program fo r  FY 1965 sug- 
sca le  advisory a c t i v i t i e s  in heal th  and t ranspor ta t ion,  In  gested technical  cooperation and f inanc ia l  ass is tance f o r  
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developing Panama's r u r a l  econorq, improving i t s  f i s c a l  system and 
governmental machinery i n  general ,  promoting p r iva te  investment 
and p r i v a t e  enterpr ise ,  and ensuring t h e  manpower resources f o r  
backstopping t h i s  needed development. Obviously, t h i s  program was 
based upon information avai lable  p r io r  t o  t h e  current c r i s i s ,  and 
i s  subject  t o  reconsideration a s  circumstances require.  

mGIONAL PROGRAM 

PROGRAM SUMMARY 

(1n mil l ions  of do l l a r s )  
FI 1963 FI 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperation 17 .1  13.9 14.2 

The Purpose and Goals of t h e  Program 

Lat in  America a s  a whole i s  challenged by problems which transcend 
na t iona l  boundaries. The Latin America Regional Program provides 
an e f f e c t i v e  mechanism f o r  approaching t h e  solution of these  prob- 
lems on a multi-country bas i s .  A primary aid o f  the  Regional Pro- 
gram i s  t o  bu i ld  regional i n s t i t u t i o n s  which, when self-sustaining, 
w i l l  accommodate both individual  country and region-wide develop- 
ment needs. 

The A . 1  .D. goals and po l i c i e s  f o r  t h e  Regional Program are :  (a)  t o  
strengthen inter-American and regional organizations t o  t h e  point  
where important continuing t echn ica l  cooperation a c t i v i t i e s  can 
be accomplished through them, supported by a l l  of t h e  member coun- 
t r i e s ;  (b) working through non-government channels, t o  influence 
important sectors  of Latin American socie ty  (such a s  p r iva te  en- 
t e r p r i s e ,  agr icul ture ,  and l abor ) ,  and through these  groups t o  
strengthen essen t i a l  leadership  and c rea te  the environment needed 
f o r  development under t h e  Alliance; and (c )  t o  e f fec t  econorq and 
e f f i c i ency  in A . I . D .  mission a c t i v i t i e s  by providing guidance on 
problems common t o  more than one country and mobilizing resources 
on a multi-country bas i s  t o  support par t icular  mission needs. 

The goals  of t h e  Regional Program give substance t o  t h e  concept of 
t h e  Alliance a s  a m u l t i l a t e r a l  venture, and t o  t h e  need f o r  pro- 
gress ively  g rea te r  Latin American responsibi l i ty  f o r  achieving t h e  
Al l iance 's  goals.  The importance of t h i s  approach i s  evidenced i n  
t h e  formation of t h e  Inter-American C o d t t e e  f o r  t h e  Alliance f o r  

Progress (CIAP). The need f o r  involving t h e  p r iva te  a s  wel l  a s  
t h e  public sector  i n  these  development e f f o r t s  i s  emphasized. and 
p r iva te  groups a re  being r e l i e d  upon t o  implement a l a rge  portion 
of t h e  Program. 

The Regional Program has become an instrument: (a)  f o r  developing 
a c t i v i t i e s  which might be f rus t ra t ed  i f  i n i t i a t e d  a t  t h e  country 
l e v e l  and f o r  st imulating new i n s t i t u t i o n a l  approaches t o  break 
down t r a d i t i o n a l  Latin American i n s t i t u t i o n a l  impediments t o  
progress; and (b) f o r  harnessing previously untapped o r  ineffec-  
t i v e l y  used resources--public and private--and accelerating t h e i r  
use throughout t h e  Hemisphere. 

FY 1965 Program 

Mul t i l a t e ra l  I n s t i t u t i o n s  

Funds proposed f o r  t h i s  program in FY 1965 will provide f i n a n c i a l  
and technical  support f o r  se lected high p r i o r i t y  a c t i v i t i e s  t o  be 
undertaken by m u l t i l a t e r a l  i n s t i t u t i o n s ,  including t h e  Pan Ameri- 
can Union (PAU), t h e  Pan American Health Organization (PAHO) , t h e  
Inter-American I n s t i t u t e  of Agricultural  Science (IIcA), and t h e  
Center f o r  Economic and Monetary Studies of Latin America ( c ~ A ) .  

Since 1961 t h e  United S ta tes  has es tabl ished two new working re- 
l a t ionsh ips  with the  PAU--in addit ion t o  t h e  a c t i v i t i e s  ca r r i ed  
on under t h e  regular PAU budget. The United S ta tes  has used t h e  
PAU a s  a contractor t o  ca r ry  on ce r t a in  a c t i v i t i e s  which it was 
pa r t i cu la r ly  qua l i f i ed  t o  handle, and it has made two spec ia l  
g ran t s  under the  Inter-American Program f o r  Socia l  Progress in 
support of Alliance goals.  These grant funds have been used p r i -  
marily f o r :  ( a )  providing technical  ass is tance planning missions 
t o  work with governments in developing na t iona l  plans; (b) support 
of t h e  a c t i v i t i e s  of t h e  Panel of Nine in evaluation of develop- 
ment plans submitted by t h e  countries;  (c)  technical  ass is tance 
and research in spec ia l  f i e l d s  such a s  taxat ion,  public adminis- 
t r a t i o n ,  agrarian reform, na tu ra l  resources, and planning educa- 
t i o n a l  needs, and ( d )  support of spec ia l  information a c t i v i t i e s  
in support of t h e  Alliance, such a s  National Alliance Ci t i zens1  
C o d t t e e s  in each country. 

These initial U .S. g ran t s  were intended t o  reor ient  t h e  a c t i v i t i e s  
of t h e  PAU in t h e  d i rec t ion  of Alliance goals and t o  l a y  t h e  
groundwork f o r  eventual m u l t i l a t e r a l  support of t h e  programs. 
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The Mul t i l a t e ra l  "Development Assistance Fund1' 
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I n  FY 1965, t h e  Inter-American Police Academy w i l l  move i ts  opera- 

In recognition of the  effect iveness  of the  a c t i v i t i e s  carr ied out 
under the  U.S. specia l  grants t h e  Inter-American Economic and 
Social  Council, meeting i n  Sao Paulo i n  November 1963, adopted a 
resolution creating in 1965 a specia l  mul t i l a t e ra l  'Qevelopment 
Assistance Fund1!--to be supported on a voluntary bas i s  by the  
member countries. 

The Fund would be an expansion of t h e  present OAS Technical Cooper- 
a t ion  program. From i ts  inception in 1964, t h i s  program has been 
l imited t o  the  support of a number of inter-American graduate 
t r a in ing  centers,  in such specialized f i e l d s  a s  agr icu l tu ra l  
c r e d i t ,  s t a t i s t i c s ,  business administration, housing and urban 
planning, and organization of cooperatives. New a c t i v i t i e s  would 
include those previously funded by the  U.S. grant--planning mis- 
sions,  review of country plans,  support of the  CIAP, specialized 
technical  cooperation, and spec ia l  information a c t i v i t i e s  i n  SUD- 
por t  of the  Alliance, such a s  the  National Alliance Citizens ' 
Cornittees . 
To cover these  expanded a c t i v i t i e s ,  countries would be asked t o  
increase t h e i r  contributions t o  reach an annual l e v e l  of approxi- 
mately $7 million. Country pledges a re  expeded a t  the  next meet- 
ing of the  Inter-American Economic and Social  Council i n  the f a l l  
of 1964. The United Sta tes  intends t o  pledge $4.6 mill ion and 
maintain i t s  Organization of American S ta tes  (OAS) contribution 
r a t e  of two-thirds of the  t o t a l  based on contributions of other 
countries,  To es tab l i sh  the  Fund without any break i n  continuity 
of technical  services,  it may be necessary t o  f ind ce r ta in  ac t iv i -  
t i e s  f o r  an additional shor t  interim Deriod u n t i l  the  Fund can be 
established formally. &y contribution so made would be credited 
toward the  U.S. voluntary contribution and not be i n  excess of 
two-thirds percentage. 

Other Organizations 

A . I . D .  provides ass is tance t o  P m  t o  inc rease  i ts  capabi l i ty  in 
malaria eradication and community water supply. The focus i s  on 
t r a in ing  and expert advisory services.  

I I C A ,  under a contract with A . I . D . ,  w i l l  provide major technical  - 
services  in such f i e l d s  a s  agr icu l tu ra l  extension education, and 
t ra in ing  and research i n  communications methods t o  accelera te  
land reform and r u r a l  development programs. 

A . I . D .  i s  a lso  ass i s t ing  CEMLA, i n  providing specia l  courses f o r  
economists and others involved i n  development planning i n  the  
Latin American countries. 

t i o n s  from t h e  Canal Zone t o  the  former ~ a r l h e n  A i r  Force ~ a s e  
i n  Texas. The Academy w i l l  continue i t s  regular  police operations 
courses and double i ts  enrollment i n  senior supervisory courses. 
I n  i t s  two years of operations,  t h e  Acadmy has h e a d y  t ra ined 
500 police o f f i c e r s  from 1 8  Latin American countries. 

Pr ivate  Groups 

Continued support w i l l  be given t o  t h e  successful programs estab- 
l i sh ing  credit  unions and cooperatives, carr ied out through con- 
t r a c t s  with t h e  Credit  Union National Association (CUNA), t h e  
Fund f o r  Internat ional  Cooperative Development, and the  National 
Rural E lec t r i c  Cooperative Association (NRECA). Almost 250 c red i t  
unions have been organized under this program, with about 42,000 
members. Eighteen programs have been i n i t i a t e d  i n  t en  countries 
which w i l l  l ead  t o  r u r a l  e l e c t r i c  cooperatives patterned on t h e  
NRECA. 

To strengthen non-government groups f o r  responsible democratic 
action, Al l imce Technical Cooperation funds w i l l  continue t o  
support the e f fec t ive  t r a in ing  and advisory work being carr ied 
out with t h e i r  Latin American counterparts by the  National Farm- 
e r s  Union, t h e  American I n s t i t u t e  fo r  Free Labor Development, t h e  
Overseas Education program of the  League of Women Voters, and by 
Cornell University working with t h e  Andean Indian groups. 

Meet* Mission Needs 

Other Regional projects  a re  directed toward b e t t e r  analysis  of 
multi-country problems i n  land reform, manpower, urban develop- 
ment, and other similar areas,  and toward providing t ra ining and 
advisory services i n  economic and soc ia l  f i e l d s  which a re  needed 
in common by several  U.S. Missions t o  advance t h e i r  country pro- 
grams. To these  ends, Regional funds support: (a)  Service Agree- 
ments with U.S. agencies such a s  the  Departments of Agriculture, 
In te r io r ,  Labor, and t h e  Corps of Engineers; (b) contracts  with 
t h e  Foundation fo r  Cooperative Housing, and a number of universi-  
t i e s ;  and (c) the  t r a in ing  and advisory programs in which t h e  
cooperation of the  Government and many organizations and i n s t i -  
tu t ions  of t h e  Commonwealth of Puerto Rico has been enl is ted.  
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NON-REGIONAL P R W W  FUNDED FROM 

A W C E  FOR PROGRESS APPROPRIATIONS 

PROGRAM SUMMARY 

(1n millions of d o l l a r s )  
FY 1953 FY 1%4 FY 1965 
Actual Estimated Proposed 

Development Loans 0.1 - - 
Technical Cooperation 10.5 10.0 10.0 

Total A. I.D. Assistance 

In addi t ion t o  funding the  individual country and regional pro- 
grams, t h e  Alliance f o r  Progress a lso contributes t o  t h e  so- 
cal led "non-regional" programs. These a r e  programs not d i rec t ly  
a t t r i b u t a b l e  t o  one region, and funded by a l l  regions. Although 
a por t ion of these funds a r e  provided from t h e  Alliance fo r  
Progress appropriation, the  program i s  expkined and funds ac- 
zounted f o r  i n  the  section en t i t l ed  "Other Requests" i n  t h i s  
volume. 
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. . . . . . . .  . 104g Loans t o  G o v e r n n r n t s . .  

. T l T L E  I -ASS IT  F a  OTHER COJNTRT AGFMT'S.. 
T I T L E  I I  -EMERGENCY R E L I E F  & ECON. DEV.. 

. T l T L E  I - ASSIT F a  OTHER CClWFCf K+4T1S.. 
T I T L E  I I  - E14ERGENCY R E L I E F  & ECON. DEV.. 
T I T L E  I  I I -VOLUNTARY R E L l  EF  AGENCIES.. . 

........ T l T L E  I V  -DOLLAR CREDIT  SALES.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES. .. 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

iXPORT- IMPORT BANK LONG-TERM LOANS.. ..... IPORT-IMPORT BANK LOIG-TERM LOANS. ...... 
ITUER U.S. ECOIOMIC PROGRAMS ............. TNER U.S. ECDIOMIC PROGRAMS............. 

TOTAL ECOIOMIC ..................... 
Loans..  .......................... 
G r a t a  ........................... 

TOTAL ECOIOM IC. .  ................... 
L o a n s . .  .......................... 
G r a n t s  ........................... 

I I L I T A R Y  ASSIST. PROGRAM - (Chg .  t o  App.) .  
( A d d i t i o n a l  G r a n t s  f rom Ezcesa  S t o c k s ) .  

I I L I T A R Y  ASSIST.  r a o e a r w  - ( c h g .  t o  ~ p p .  ). 
( A d d i t i o n a l  G r a n t s  from Ezcess  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A I C E  ............... OTHER MIL ITARY A S S I S T A I C E  ............... 
TDTAL M I L I T A R Y  ..................... 

L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

TOTAL U.S. ECOHOMIC AND MIL ITARY. . . . .  
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TOTAL U.S. ECONOMIC AH0 M IL ITARY. . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

OTHER ASSISTANCE OTHER A S S I S T A N C E  

I I O - S O V I E T  BLOC A S S I S T A I C E  ( C Y l .  ........ 
, S S I S T A I C E  FROM I I T E R I A T I O N A L  AOEIC IES  ...................... IBRD - W o r l d  Bank 

W T e c h .  Aes't. ( C Y )  ................... 
I n t t l . D e v .  A s a o c i a t i o n  ................. .................. I n t e r - A m .  D e v .  Bank.. ..................... Int'L F i n a n c e  C o  rp 
UN S p e c i a l  Fund........................ 

S S I S T A I C E  FROM INTERNATIONAL AOENCIES 

IBRD - W o r l d  Bank .................... ................... UN T e c h .  A s s ' t .  (a) 
UN S p e c i a l  Fund ....................... 
In t ' l .  D e v .  A a a o c i a t i o n  ............... ................... I n t e r - A m .  Dev. E!ank 
I n t ' L F i n a n c e  C o r p .  ................... 

C L e s s  than $50,000. 
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*Less than $50,000. 
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7.2 

OVERSEAS LOANS AND 
NET OBL IGATIONS AN1 

1 AUTHORIZATIONS 
TOTAL 

1 9 6 9  1 !;I$- 

- 

- 

- 

TOTAL 
LESS 

EPAYMENl 
AND 

INTERES l  - 
a 
12.4 
12.6 

7.9 

2.2 - 
(-) 
(-) 

- 

2.2 

5 .9  

24.9 - 
$25 
19;2, 

5 . 2  
(0.4) 

5 2  

5.2 - 
71.1 
25.2 
44.9 

OVERSEAS LOANS AND 
;ATIONS AND 
KATIONS - 

TDTAL 
1 9 4 6 -  
1 9 6 3  

EPAYMENT 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 3  

0.l 

0.1 

- 

tl 
- 

0.1 - 
0.1 - 

(-) 

- 

- 
0.1 - 
0.1 

TOTAL 
LESS 

[PAYMENT! 
AND 

INTEREST 

q . 0  
3 0 . 6  

6 .5  

( - )  
( - )  

- 

3.1 
7.1 
5 .0  

8.0 

2 . 1  - 
rn 
46.5 
42.9 - 
u . 4  
(2.5) 

- 
G.4 - 

100.8 - 
46.5 
54.3 - - 

1 PROGRAM 

,RANTS - 
LOA - 

1 9 6 2  

PROGRAM 

1.1.0.  A I D  PREDECESSOR ABEIC IES  - TOTAL.. 

- - - 

i. l . 0 .  AN0 PREDECESSOR A B E I C I E S  - TOTAL.. 

........................... L o o n s .  

........................... G r a n t s  

IOCIAL P R O B R E S S  TRUST ~UID ............... 
:00D FOR PEACE - TOTAL.. ..,.............. 

T i t l e  I - ( T o t a l  S a l e .  A g r r e m e n t r )  .... 
L e s r :  ( P l a n n e d  f o r  U .S .  U s e s ) .  ... 

T I T L E  I - PLANNED FOR LOANS 6 GRANTS... 

104C - G r a n t s  f o r  Common n e f e n s e . .  . . .  
1 0 4 e  - G r a n t s  f o r  E c o n .  f l r v e l o p m c r t t , .  
1 0 4 e  - L o a n s  t o  P r i v a t e  I n d u s t r  y . . . . .  

. . . . . . . . . .  . 1 0 4 g  Loans  t o  G o v e r n ~ e n t s  

. T I T L E  I - S S ' T  F a  OTHW C- KFMrlS. .  
T I T L E  I I - EVERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

i lPORT-IMPORT BANK LOIB-TERM LOAIS.. ..... 
I T M F R  U.S. ECOIOMIC PROBRIMS ............. 

TOTAL E C O I O ~ ~ C  ..................... 
Lomns. .  .......................... 
G r u t s .  .......................... 

I IL ITARY r s s l s r .  P R O B R A M  - ( t h o .  t o  ADD. 1. 
( A d d i t i o n s 1  G r a n t s  f r o m  E x c a r s  S t o c k , ) .  

OTHER M I L I T A R Y  ASSISTANCE ............... 
TOTAL M I L I T A R Y . .  ................... 

L o a n s . .  .......................... 
G r a n t s . .  .......................... 

............................ 
C r a n t r . .  ......................... 

1 SOCIAL PROB11SS TRUST FUND... ............ 
I FOOD FOR PEACE - TOTAL.... ............... 

.... . ... T t t l e  I ( T o t a l  S a l e r  A g r e e m e n t r )  
L e r r :  ( P l a n n e d  f o r  U . S .  U a e a ) .  

T I T L E  I - PLANNED FOR LOANS b GRANTS ... 
1 0 4 c  - C r a n t r  for Connon n e f e n r r . .  . . .  
104e - G r a n t s  f o r  Econ .  n e v e l o p m e n t . .  
104e  - Loans t o  P r i v a t e  I n d u s t r y  . . . . .  
1048 - Loans t o  ~ o v e r n n e n t * .  . . . . . . . . .  

. T I T L E  I - &S'T F a  OTHER COJNTFW W ' S . .  
T I T L E  I I -EMERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I I I -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V -DOLLAR CREDIT  SALES.. ........ 

..... FIPORT-IMPORT BANK LOIB-TERM LOANS.. 

.......... O T I F R  U.S. ECONOMIC PROGRAMS... 

................... TOTAL ECOIOM IC.. 
L o m r .  ........................... 

........................... C r a t ,  

M I L I T A R Y  ASSIST. ?ROBRAM - (Cbo.  t o  Avv.  ). 
( A d d t t r o n o l  G r a n t s  f r o m  E x c e r r  S t o c k r ) .  

OTHER MILITARY A S S I S T A N C E  .a+............ 
TOTAL MIL ITARY ..................... 

Loans . .  .......................... 
G r e n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL I . ¶ .  ECOIOMlC A I D  MILITARY.. . . .  I TOTAL U.S. ECONOMIC A I D  MILITARY.. . . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE I OTHER ASS1 STANCE 

........ , l l O - S O V I E 1  BLOC ASSISTANCE ICY) .  I 
( S I S T A I C E  FROM I I T E R I A T I O I A L  AGEIC IES  

..................... IBRD - World Bank .................. UN Tech. Ass 't. (CY) 
UN Special Flmd ....................... 
Int'l. Dev. Association ................ 
Inter-Am. Dev. Bank ................... 

ASS ISTA ICE FROM I I T E R I A T I O I A L  ABEIC IES  

.................. UN Tech. Ass't. (CY) 

L 
*Less than $50,000. 

I 
*Less than $50,000.  



H A I T I  
U . S .  F i s c a l  Y e a r s  - M z l l t o n *  of D o l l a r s  

MEX l CO 

U . S .  Faac.1 Y e a r s  - Ytllrons o f  D o l l a r e  

PROGRAM 

U.S. OVERSEAS LOANS AN0 EPAIMENT: 
AND 

INTEREST 
1 9 4 6 -  
1 8 6 3  

TOTAL 
LESS 

EPAYMENT 
AND 

INTEREST 

U.S. ( 

RANTS - 
LOAF - 

1962 

kNS AN0 
r~ ONS AND 
'IONS 

TOTAL 
1 9 4 6 -  
$ 9 6 3  

m 
2 0 . 0  

8.7 

18.6 

46.1 

( 25 .2 )  
(7.5)  

UL! 

7.1 
10.6 

1.4 
rl.1 

615.1 

99.6 

808.1 - 
671.7 
1 3 6 . 4  

6.2 
(0.1) 

6.2 - 
5.4 
0 . 8  - 

814.9 

677.1 
137.2 - - 

EPAYMENT 
CND 

INTEREST 
1 9 4 6 -  
1 9 6 3  

- 

6a 

629 

6 . 0  
0.9 

382 .7  

0.4 

390.0 
3 9 0 . 0  - 

4.3 
(-) - 
LG 
4.3 - 

3!!G 

394.3 

TOTAL 
LESS 

[PAYMENT 
AND 

INTEREST 

m 
2 0 . 0  
8.7 

18.6 

3 . w  

( 2 5 . 2 )  
(7.5) 

10.8 - 

1.1 
9.7 

1.4 
q.1 

2 3 2 . 4  

992 
418.1 - 
2 8 1 . 7  

ZIuL 
1 . 9  

( 0 . 1 )  - 
L a  
1.1 
0.8 - 

420.0 
2 8 2 . 8  

137.2 - - 

RSEAS I 
T O B L l '  
UTHORI; - 

1 8 6 3  

'T  OBLIGATIONS AND 
,UTHORI ZATIONS PROGRAM 

1.1.0.  A I D  PREDECESSOR AGENCIES - TOTAL.. A. I .0 .  A I D  PREDECESSOR ABEIC IES  - TOTAL.. 

Loons ............................ 
G r a n t r  ........................... 

L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t , .  . . . . . . . . . . . . . . . . . . . . . . . . . .  

I O C I A L  PROBRESS TRUST FUN0 ............... SOCIAL PROBRESS TRUST FUIO ............... 
FOOD FOR PEACE - TOTAL ................... FOOD FOR PEACE - TOTAL ................... 

T t t l e  I - ( T o t a l  S a l e *  A g r a e m m t r ) .  ... 
L e s s :  (P lanned f o r  U . S .  U r e r ) .  . . .  

T c t l c  I - ( T o t a l  S a l e ,  Agreements )  . . . .  
L e s s :  (P lanned f o r  U . S .  U s e , ) .  ... 

T I T L E  I - PLANNED FOR LOANS & GRANTS... 

104c  - G r a n t s  f o r  Common Defense . . . . .  
104 .  - G r a n t s  f o r  Econ. n e ~ s l o p m e n t .  
104e  - Loans t o  P r t v o t e  I n d u r t r  ,..... 

. . . . . . . .  104g - Loans t o  b v e r n m e n t r . .  

104c  - G r a n t s  f o r  Coaaon Defense . . . . .  
104e  - G r a n t s  f o r  Econ,  n r v e l o p * r n t . .  
104e  - Loans t o  P r i v a t e  I n d u r t r  y . . . . .  
1046  - Loans t o  C o v e r n m e n t ~ .  . . . . . . . . .  

T l T L E  I - & s l T F ~ O T H E R C ( U I ~  A W ' S . . .  
T l T L E  I I - EIAERGENCY R E L I E F  LECON. DEV.. 
T I T L E  I 1  I -VOLUNTARY R E L I E F  AGENCIES . . .  

......... T I T L E  I V - D O L L A R  CREDIT SALES. 

. . TITLE I ASSIT F K M O M E R  C m  A W t S . .  
T I T L E  I I -EMERGENCY REL l  EF & ECON. DEV.. 
T I T L E  I I 1  -VOLUNTARY R E L I E F  AGENCIES ... 
T I T L E  I V - C O L L A R  CREDIT SALES .......... 

EXPORT-IMPORT BANK LORG-TERM LOANS.. ..... EXPORT-IMPORT BAN1 LOME-TERM LOAIS....... 

) T I E R  U.S. ECONOMIC PROSRAMS ............. OTHER U.S. ECOIOMIC PROGRAMS ............. 
TOTAL ECOIOMIC ..................... 

Loanr  ............................ 
G r a n t .  ........................... 

TOTAL ECONOMIC ..................... 
L0.n. ............................ 
G r a n t s . . . .  ....................... 

M I L I T A R Y  r w l s r .  P K ~ G K A M -  ( c h g .  t o  APP. 1. 
( A d d i t i o n a l  G r a n t s  f r o .  E z c r s r  S t o c k s ) .  

4 l L l T A R Y  ASSIST.  PROBRAM - (Chg. t o  APP. ). 
( A d d i t i o n a l  G r n n t r  f rom Bzcrrr  S t o c k s ) .  

OTHER M I L I T A R Y  ASSISTARCE ............... 
TOTAL M I L I T A R Y  ..................... 

Loans ............................ 
G r s n t r  ........................... 

OTHER M I L I T A R Y  ASSISTARCE ............... 
..................... TOTAL M I L I T A R Y  

............................ Loanr 
G r a n t *  ........................... 

TOTAL U.S. ECOIOMIC A I D  MILITARY.. . . .  TOTAL U.S. ECONOMIC A I D  MILITARY.. . . .  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loan* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTAICE OTHER ASSISTAICE 

......... I I IO -SOY l E T  BLOC L.lSISTAICE I C Y )  

i $ S l S T A I C E  FROM I I T E R I A T I O I A L  AGEIC lES  

..................... IBRD - W o r l d  Bank 
UN T e c h .  A s s  't. (CY) .................. ....................... UN S p e c i a l  Fund 
In t ' l .  Dev .  A s s o c i a t i o n  ............... 
I n t e r - A m .  Dev.  Bank ................... 

A($ I$TA ICE FROM I I T E R I A T I O I A L  ABEIC IES  
..................... EED - W o r l d  Bank 

UN Tech .  A s 6  't. (CY) .................. 
....................... UN S p e c i a l  Fund 

I n t e r - A m .  Dev .  W ................... 
In t ' l .  F i n a n c e  C o r p .  .................. 

I I 
* L e s s  than $50,000. * L e s s  than $50,000. 



PANAMA 

U . S .  F i s c a l  Years  - M i l l i o n s  of  D o l l a r s  

PARAGUAY 
U . S .  F x s c a l  r e a r s  - M t l l ~ o n s  of D o l l a r s  - 

TOTAL 
LESS 

EPAYMENT! 
*HD 

l NTEREST - 
w 
1 4 . 1  
2 0 . 8  

2 . 9  

(13.1) 
(2.6)  

3.5 
1.1 
5.9 

4 . 6  

6.1 

2.9 - 
L 9  
3 0 . 1  
31.8 - 

2.2 
( 0 . 4 )  

- 
2.2 
0.3  

1.9 
64.1 - 
30.4 
33.7 

U.S. OVERSEAS LOANS AND 
GRANTS - NET OBLIGATIONS AND 

- 
TOTAL 
LESS 

EPAYMENl 
AN0 

I NTERESl - 
48.5 - 
2 0 . 1  
28.4 

1 0 . 3  

ALL? 

( -1  
( - )  

- 

6.8 

12.4 

2 3 . 4  - 
% 

58.6 - 
(tj3 

- 
1.3 - 
1.3 - 

102.7 
4 2 . 8  

5 9 . 9  - - 

-- 

PROGRAM 

U.S .  OVERSEAS LOANS AND 
RANTS - N E T  OBLIGATIONS AND 

PROGRAM 

:PAYMENT$ 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 3  

0.l 

0 . 7  

0.1 

- 
(-)  
( - )  

- 

6.6 

l ON5 
TOTAL 
1 9 4 6 -  
1 9 6 3  

36.0 
15.2 
20.8 

2 . 9  

(13.1) 
(2 .6 )  

10.5 

3.5 
1.1 
5.9 

4.6 

10.4 

2 . 9  

67.d 
3 5 . 5  
31.8 - 

2 . 2  
( 0 . 4 )  

2.2 - 
0 . 3  
1.9 

ewi 
35.8 
33 .7  - - 

LOAF - 
1 9 6 2  - 
1.1 - 

-0.7 
1.8 

CQ 

(6.9) 
(1.0) 

u 

2.8 
0 . 3  
2.8 

1.0 

- 
8.0 - 
2 . 4  
5 .6  - 
0 . 2  

(") 

- 
0.2 - 
0 . 2  - 
8.2 - 
2.4 
5.8 - -. 

l ONS 
TOTAL 
1 9 4 6 -  1 8 6 3  

49.2 - 
2 0 . 8  
2 8 . 4  

10.4 

6.8 - 
( - )  
( - )  

- 

6.8 

1 9 . 0  

2 3 . 4  

108.8 - 
5 0 . 2  
58.6 - 

1.3 
(*) 

1.3 
1 . 3  - 

110.1 - 
5 0 . 2  
5 9 . 9  - - 

1. 1.0. AN0 PREOLCESSOR AQENClES - TOTAL.. L .  1.0. A10  PREOECESSOR AGENCIES - TOTAL.. 

Loons.  ........................... 
G r a n t s  ........................... 

............... SOCIAL PROQRESS TRY31 F U I D  

................... FOOD FOR PEACE - TOTAL 

.... . T i t l e  I ( T o t a l  S a l s a  Agreements )  
.. L e r a :  ( P l a n n e d  f o r  U . S .  U s e r ) . .  

T I T L E  I - PLANNED FOR LOANS b GRANTS... 

. . . . .  . 1 0 4 c  C r o n t s  f o r  C o m ~ o n  Defense 
104e  - G r a n t s  f o r  Econ .  D e v r l o p ~ r n t . .  
l O 4 e  - Loons t o  P r i v a t e  I n d u s t r y . .  . . .  
1 0 4 8  - Loans  t o  Governments . .  . . . . . . . .  

. T I T L E  I - ASSIT FRXl  OTHER CCUNTRI AGWr'S.. 
T l T L E  I I - EVERGENCY R E L I E F  bECON. OEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES ... 
T I T L E  I V -  DOLLAR CREDIT  SALES.. ........ 

EXPORT-IMPORT SA IK  LOME-TERM LOAM$....... 

............. DTnEu U.S. ECOIOYIC PROQRAMS 

TOTAL ECONOMIC ....................a 
Lomns..  .......................... 
G r m t s .  .......................... 

Loans. ........................... 
G r a n t s . . .  ........................ 

$OCIAL PROOESS TRUST FUN0 ............... 
FOOD FOR PEACE - TOTAL ................... 

.. . l i t l r  I ( T o t a l  S o l e s  A g r e e m e n t r ) . .  ... Les,:  ( P l a n n e d  f o r  U . S .  U s e r ) .  

. T I T L E  I PLANNED FOR LOANS b GRANTS... 

104s  - G r u n t r  f o r  Common nefenae  . . . . .  
104s  - C r a n t r  f o r  Econ. D e v e l o p a e n t . .  
l O 4 r  - Loans t o  P r i v a t e  I n d u s t r y  . . . . .  
1048  . Loans to  G o v s m a e n t r . .  . . . . . . . .  

. T l T L E  I -ASSIT FRXl OTHER CalNTRl  bGWVS..  
T I T L E  I I -EMERGENCY R E L I E F  kECON. DEV.. 
T I T L E  I l l - V O L U N T A R Y  R E L I E F  AGENCIES. .. 
T I T L E  IV -DOLLAR CREDIT SALES .......... 

.................. TOTAL ESONOYIC... 
Loans ............................ ........................... C r u l t s  

M l L l r r a v  r q n l a r .  r a o e a r w  - ( c h g .  t o  AVD. 1. 
( A d d i t i o n a l  G r a n t s  f r o a  E z c r s s  S t o c k s ) .  

OTHER MIL ITARY A8S ISTAICE ............... 
TOTAL MILITARY..................... 

v ............................ Loans 
Grants ........................... 

U l L l T A R Y  ASSIST.  PROQRAM - (Chp. t o  APP. ). 
( A d d i t i o n a l  G r a n t s  from e x c r r r  S t o c k s ) .  

OTHER M I L I T A R Y  ASSISTANCE ............... 
..................... TOTAL M I L I T A R Y  

Loan. . .  .......................... 
G r o n t r  ........................... 

- - - - - - - 

l O T A L  U.S. ECOIOMlC A I D  MILITARY.. . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Grants  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loons 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

OTHER ASSISTANCE OTHER ASS1 STANCE 

S I I O - S O V I E T  BLOC ASSISTAICE (CY1 . . . a s . . . .  

A$$ I $ l A I C €  FROM IRTERNATIONAL ABEIC IES  
JBRD - W o r l d  Eank ..................... 
UN T e c h .  A86 't. (CY) .................. 
UN S p e c i a l  h a  ....................... 
In t ' l .  Dev .  A s s o c i a t i o n  ............... 
I n t e r - A m .  Dev.  Bank ................... 

LSSISTAIICE FROM IIITERIATIOIAL u E n c l r S  
I B R D  - W o r l d  Bank ...................... 
UN T e c h .  A 6 8 ' t .  (CY) ................... 
UN s p e c i a l  ~ u n d  ........................ .................... I n t e r - A m .  Dev. Bank 

t L e s s  than $50,000.  " L e s s  than $50,000. 



URUGUAY 
U . S .  F i r c a l  Year .  - Y t l l r o n a  of D o l l w s  

VENEZUELA 

U . S .  F i r c a l  Y e a r s  - Aft1 l i o n .  o f  D o l l a r r  

PROGRAM 

I. 1 . 0 .  A n 0  PUEOECC8SOR A 6 C U C l l S  - TOTAL.. 

L o a n s . . .  ......................... 
........................... C r a n t r  

I O C I A L  PUOOUEI8 TRUST FUUO ............... 
1 0 0 0  FOU PEACE - TOTAL.. ................. 

.... T i t l e  I . ( T o t a l  S a l e r  A 8 r r e m e n t r )  
... L a s a :  ( P l a n n e d  f o r  U . S .  U # a r ) .  

T I T L E  I - PLANNED FOR LOANS L GRANTS... 

1 0 4 c  - G r a n t s  f o r  Cowton D c f r n r c  . . . . .  
104. - C r a n t r  f o r  Econ. f leua lopment . .  
1 0 4 1  - Loons t o  Private I n d u r t r y . .  ... 
1 0 4 1  - Loanr  t o  C o v s r n m e n t r . .  . . . . . . . .  

T l T L E  I - A S I T  F R M O M E R  CCZHm LGCHTIS.,. 
T I T L E  I I - EMERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES... ........ T I T L E  I V -DOLLAR CREDIT SALES.. 

EXPORT-IMPOUT #AUK LOUO-TERM LOAU8....... 

TOTAL Y I L I T A U Y . ~ . . . , . . . . . . . . ~ . ~ . ~ ~ .  
Loen, .  ........................... 
C r s n t r . .  ......................... 

U T A L  U. I .  ECOUOYIC AM0 MILITAIY. . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Laon,  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n f r  

OVERSEAS LOANS AND 
NET OBLIGATIONS AND 
1 AUTHOR1 ZATIONS 

TOTAL 
1 9 6 3  1946-  1963 

- 
- 

- - 

.- 

- - 
jTHER A88 1 STANCE 

IPAYMENT! 
W D  

INTEREST 
1 9 4 6 -  
I 9 6 3  

a4 
0.4 

1.6 - 

(-) 
( 7 )  

1.6 - 

1.0 
0.6 

2 . 8  

1.8 

25 - 
(1) 
- 
- - 
6.6 - 
6.6 - - 

L # 8 l l T A U C E  PROM IUTERUA1IOUAL A8ENCIE8 
IBRD - W o r l d  Bank ..................... 
UN w c h .  ~ s s ' t .  (CY) .................. 
UN Special Fund ....................... 
Inter-Am. Dev. Bank ................... 

TOTAL 
LESS 

€PAYMENT1 
AND 

INTEREST - 
m 
14.4 
4.0 

lo .  5 

16.2 

!$::{ 
= 
11.1 
2 3 . 7  

* 
1.4 

6.9 

2 . 0  - 
74.1 - 
67.0 
7.0 

30.0 
(6.4) - 
30.0 

7 0 . 0  

leu 

67.0 
37.0 

U.S.  
GRANTS. 

PROGRW LO A 

1 9 6 2  

L.I.D. AUO PUEDECESIOR ABEUCIES - TOTAL.. 11.1 

Loan,  ............................. 10.0 
C r a n t r .  .......................... 1.1 

............... BOCIAL r lOBUESS TRUST FUUD 42.0 

FOOD FOR PEACE - TOTAL.. ................. 14.4 - 
.... T i t l e  I - ( T o t a l  S o l e a  A ,yr rcmentr )  (-) . . .  L c r a :  ( P l a n n e d  f o r  U . S .  Use . ) .  (-1 

T I T L E  I - PLANNED FOR LOANS L GRANTS... A 

l O 4 c  - G r a n t s  f o r  Common f lcfensc . . . . .  - 
1 0 4 s  - Crmnts f o r  Econ. D c u r l o p m e n t . .  - 
1 0 4 e  - Loans t o  P r i v a t e  I n d u r t r  j . . . . .  - 

. . . . . . . . . .  . 1 0 4 8  Loans l o  C o v c r n r c n t ,  - 

. T I T L E I  - / \ 5 s 1 T m O M E R C a J H n n f f i M ' S . . .  
T I T L E  I I -EMERGENCY R E L I E F  LECON. DEV.. - 
T I T L E  I I I -VOLUNTARY R E L I E F  AGENCIES.. . 0 . 5  
T I T L E  I V - W L L A R  CREDIT SALES .......... 1 3 . 9  

E IPDIT - IMPORT BANK LOU#-TERM LOAUS....... - 

............. D l l E l  U.S. ECOlOMlC PROQUAMI 0.6 

................... T O T A L  E C O ~ O M I C . .  68.1 - 
L o s n r . .  .......................... 65.9 
C r m f . . . .  ........................ 2.2 

- 
0 . 2  
0.9 

11.0 

- - - 

YILITAUV A s a I s T .  P R O ~ R A M  - ( c h g .  t o  APP. 1. 
(Addr t ton .1  C r a n t r  f rom E z c e r a  S t o c k r ) .  

OTUEU MIL ITARY A S S I S T I I C E  ............... 
TOTAL M I L I T A R Y  ..................... L0.4 

oana ............................ 
.......................... 

TOTAL U.S. ECOUOMIC A I D  Y I L I T A R Y . . ~ -  - 78.5 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 0 . 0  
G r a n t *  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE 

18.5 
0.3 
1.1 
4.1 

8 IUO-SOVIET  BLOC ASSISTAUCE (CYI. . . .  ..... 

$.5 
1.9 
2 . 0  

1 5 . 1  

A 8 S I 8 T A I C E  FROM IUTERUATIOUAL A B E I C I E S  
IBRD - World Brrnk ..................... 
UN Tech. Ass ' t .  (cY) .................. 
UN Special Fund ....................... ................... Inter-Am. Dev. Bmk 
ht'l. Finance Corp. .................. 

RSEAS I 
T O B L l  
UTHORI; - 

1 9 6 3  

TOTAL 
LESS 

EPAYMENTI 
AND 

l NTEREST - 
60.4 - 
54.9 
5.5 

52.5 

LL6 

t 1 
- 

1.7 
13 .9  

m . 3  

2 . 9  - 
242.7 
2 3 2 . 6  
10.1 - 
36.9 
(0.3)  

5.7 - 
42.6 - 
34.7 
7.9 - 

2 6 7 . 3  
18 .0  - - 

I I I  
Less than $50,000. 



B R I T I S H  GUIANA 
U . S .  F t s c o l  Yeorr - M i l l t o n s  o f  D o l l a r s  

JAMAICA 
U . S .  F t r c o l  Ycorr - M i l l t o n s  o f  D o l l a r s  

PROGRAM 

EPAYMENT 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 3  

- .  - 

- 
( - )  
( - 1  

- 

TOTAL 
LESS  

EPAYMEN' 
AND 

INTERES'  - 
4 . 0  - 

4.0 

0.7 - 
(-)  
( - )  

- 

0.7 

U.S.  OVERSEAS LOANS AN0 
;RANTS - NET OBL IGAT IONS AND 

EPAYMENTS TOTAL 

l NTEREST REPAYMENT: 
1 9 4 6 -  
1:; 

- 

\NS AND 
r l O N S  AN0 
r l ONS 

TOTAL 
1 9 4 6 -  
1 9 6 3  

4 . 0  - 

4.0 

0 . 7  - 
(-1  
( - )  

- 

' 0.7 

4.7 - 
4.7 - 

(-1 

IRANTS - N E T  O B L l  
LOAN AUTHORI ' IONS 

TOT4 L 
1 9 4 6 -  
1 9 6 3  

LQ 
5.0 
3.9 

7.A 

(-) 
( - )  

- 

7.5 

5 . 0  

0.4 

21.8 m 
11.8 - 
0.5 

(- )  

u 
0.5 - 

10.0 
12.3 - - 

PROGRAM LOAN A U T M R l  i Ejz- A. 1.0.  A10  PREDECESSOR AQENClES - TOTAL. .  

L o o n s  ............................ 
G r a n t s .  ......................... 

SOCIAL  PROBRESS TRUST FUND ............... 
FOOD FOR PEACE - TOTAL ................... 

T i t l e  I - ( T o t a l  S a l e s  A g r c s m m t r ) .  . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  . . .  

- - 

1.1.0.  A10  PREDECESSOR AOEUCIES - TOTAL.. 

Loans .  ........................... 
G r a n t s  ........................... 

I O C I A L  PROBRESS TRUST FUND ............... 
1 0 0 0  FOR PEACE - TOTAL ................... 

T i t l e  I - ( T o t a l  S o l e s  A g r e e m e n t s )  .... 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  ... 

T I T L E  I - PLANNED FOR LOANS b GRANTS ... 
1 0 4 c  - G r a n t s  f o r  Cannon D c f c n r c  . . . . .  
1 0 4 c  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  
1 0 4 e  - Loans t o  P r i v a t e  I n d u s t r y . .  . . .  
1 0 4 0  - Loons t o  G o v e r n m e n t s . .  . . . . . . . .  

TITLE I -KS 'T  F ~ O T H W  CCUNTR~ MIS ... 
T I T L E  I I - E'JERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES ... 
T I T L E  I V - DOLLAR CREDIT  SALES.. ........ 

..... EXPORT-IMPORT BANK LOIQ-TERM LOAIS.. 

............. O T I E R  U.S. ECONOMIC PROQRAMS 

TOTAL ECOIOMIC.. ................... 
L o o n s . . .  ......................... 
G r a n t s  ........................... 

. T I T L E  I - PLANNED FOR LOANS b GRANTS.. 

. . . . .  1 0 4 c  . G r a n t s  f o r  Connon D e f e n s e  
1 0 4 e  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  

. . .  1 0 4 e  - L o o n s  t o  P r i v a t e  I n d u s t r y . .  
1 0 4 g  - L o a n s  t o  G o v e r n m e n t r . .  . . . . . . . .  

T I T L E  I - &SIT ~ r n  omm COJNTR~ f f imws . .  
T I T L E  I I - EUERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . .  
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

EXPORT-IMPORT B A I X  LO I9 -TERM LOAIS. .  ..... 
............. DTIER U.S. ECOIOMIC PROQRAMS 

TOTAL E C O I O M I C . .  .................. 
Loons  ............................ 
G r a n t s  ........................... 

r l L l r r R v  A S S I S T .  P R O Q R A M  - ( c h g .  t o  ADD.  ). 
( A d d i t i o n a l  G r a n t s  f r o m  Ezecrs S t o c k s ) .  

- -- 

M l L l r r n v  ASSIST. PROBRIM - ( ~ L O .  t o  ADD. 1. 
( A d d i t i o n a l  G r a n t s  f r o m  E z c r s a  S t o c k s ) .  

OTHER M I L I T A R Y  ASS ISTA ICE  ............... OTHER M I L I T A R Y  ASSISTAHCE ............... 
TOTAL M I L I T A R Y  ..................... 

L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL U.S. ECOIOMIC A I D  M IL ITARY. . . . .  

..................... TOTAL M I L I T A R Y  
Loont  ............................ 
G r a n t s  ........................... 

- -- 

TOTAL U.S. ECOIOMIC A I D  M IL ITARY. .  ... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASS I STANCE OTHER ASS I STANCE 

......... I I I O - S O V I E T  BLOC ASS ISTA ICE  I C Y 1  8 I IO -SOY I E T  BLOC ASSISTANCE (CYI . .  ....... I -  I -  I - 
LSSISTA ICE  FROM I I T E R I A T I O I A L  AOEIC IES  
IBRD - World Bank ...................... 
UN Tech. Aas't. (CY) ................... ........................ UN Special  Fund 

A I I I S T A I C E  FROM I I T E R I A T I O I A L  AQENClES 

UN Tech. Ass't. (CY) .................. 
Int'l. Finance Corp. ................. 

'Less than $50,000. 



S U R I N A M  

U . S .  f i r c o l  Year,  - M i l l t o n s  of D o l l o r ,  

T R I N I D A D  AND TOBAGO 

U . S .  f i r c o l  Yeor, - Y ~ l l t o n a  of D o l l ~ r ~  

U.S. OVERSEAS LOANS AND 
GRANTS - NET OBLIGATIONS AN1 

- 
E P A W E N T  

AND 
INTEREST 
I 9 4 6 -  
1 9 6 3  

- 
EPAWENT! 

AND 
INTEREST 

1 9 4 6 -  
1 9 6 3  

- 

- 
t ;  
- 

- 
TOTAL 
LESS 

EPAYMENl 
AND 

I NTERES1 - 
s 

3 .1  

0.6 - 

t ; 

0.6 

-- - 

U.5 .  OVERSEAS LOANS AND 
IRANTS - NET OBLI GAT I ON5 ANC 

TOTAL 
LESS 

!EPAYMENT 
AND 

INTEREST 

l ONS 
TOTAL 
1946- 
1963 

LL 

3 .1  

0.6 - 
(-) 
(-1 

- 

0.6 

PROGRAM 

A. l .0.  A ID  PREDECESSOR ABEUCIES - TOTAL.. 

PROGRAM LOAI - 
1962 

- 
0.4 

0.4 

0.1 - 

tl 
- 

0.1 

- 
2 2  
0.5 - 
(11 
- 

- 
0.5 - 
0.5 - -- 

LOAN AUTHORIZATIONS 

) A .  1.0. A IO  PREDECESSOR AaEIC lES - TOTAL.. 

1 9 6 2  

2.6 

Loons ............................ 
& a n t s . .  . . . . . . . . . . . .  . . . . . . . . . . I  6 1 10.8 I 2i.b 

........................... I Loan.. 
G r a n t r  

I 9 6 3  

1- 

SOCIAL PROBRESS TRUSl FUID  ............... I -  I -  I - 

TOTAL 
1946-  
1 9 6 3  

21.4 

I SOCIAL CROBRESS TUUSl FUUD ............... 
F 0 0 0  FOR PEACE - TOTAL.. ................. * 0 . 5  I-14- I FOOD FOR PEACE - TOTAL.. ................. I T i t l r  1 - ( T o t a l  S e I e s  A . r e e m e n t s ) . ,  . . 

L e n s :  ( P l a n n e d  f o r  U . S .  U s e s )  .... 
. . . .  . T i t l e  I ( T o t a l  S a l r r  A g r e r m c n t r )  ( - )  ( - )  (-1 

L e s s ;  ( P l a u d  f o r  U . S .  Yaen) .  ... 1 - I ( -1  I ( - 1  
T I T L E  I - PLANNED FOR LOANS h GRANTS ... I T I T L E  I - PL1NNED FOR LOANS h GRANTS.. . 

lOLc - C r a n t r  for Comnon Dcfrnnc  . . . . .  
iObe - G r a n t s  for Econ.  Development.. 
104r Loans t o  P r l v a t c  I n d u s t r  y . . . . .  
1041 - Loans t o  C o v e r n m c n t s  . . . . . . . . . .  

. 

. . .  fOBc - G r a n t *  for Common D e f r n s c . .  
1061 - C r a n t e  for E c o n .  n c v e l a p c n t . .  
1Olr - Loans t o  P r i v a t e  I n d u s t r y  . . . . .  

. . . . . . . . . .  104g - Loans  t o  Governments 

. .  . T I T L E  I ASS'T FRCM OMER C W i l R f  W ' S . .  
T I T L E  I I - EUERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V - DOLLAR CREDIT SALES.. ........ 

. T I T L E  I - ASSIT FFfN OMER WNTRT AGFMT'S.. I T I T L E  I I - EMERGENCY REL l  EF b ECON. DEV.. 

I ... T I T L E  I I I -$OLUNTARY R E L I E F  AGENCIES 

....... T I T L E  I V  - DOLLAR CREDIT SALES... 

EXPORT-IMPORT BAIE  LOUP-TERM LOANS....... 1 9 .0  1 - 1 9.0 I EXPORT-IYPORT BAIK  LOUB-TERM LOAIS.  .....a 

OTHEU U.S. ECOUOMIC PROPRAYS ............. 
TOTAL ECOUOMIC.., .................. lm 

Loen' ............................ 
G r u t , .  .......................... 2 . 7  1 0 . 8  22 .0  

M I L l r r a r  ASSIST.  PIOQRAM - (chp .  t o  ~ p p .  ). 
( A d d i t i o n a l  C r o n t r  from Ezccsr  S t o c k , ) .  ( - )  ( - )  (-1 

1 OTHER U.S. ECOIOMIC PIOPIAMS.. ........... 
TOTAL ECOUOMIC ..................... 

Loans...  ......................... 

w l L l r r a r  ASSIST.  r a o e u r w  - (chg .  t o  APP.). 
(Addr  t i o n o l  C r o n t s  from Ezcerr  S t o c k s ) .  

OTHER MIL ITARY ASSISTANCE ............... 
I 

I OTlER M I L I T A R Y  ASSISTANCE ............... 
..................... I ............................ 

TOTAL MIL ITARY 
Loans 
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I TOTAL V.S. ECOMOYIC A I D  M I L I T I I Y . . . . .  

TOTAL MIL ITARY ..................... 
Loon, ............................ 
C r o n t ,  ........................... 

TOTAL U.1. ECOXOMIC A I D  M I L I T A R Y - . a .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - - 
11.7 

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I OTHER K3SISTAWCE 

ABSISTAICE FROM I I T E I U A T I O U A L  ABEUCIES .................... UN Tech. Aas't. (CX) ......................... GT S p e c i a l  Fund 
EEC Dev. Fund ........................... 

10.8 

OTHER ASSISTAMCE 

SIIO-SOVIET BLOC ASSIITAUCE fCY1. ........ I -  I -  I -  

9.0 
2 .  

31.0 

1 I I 
L e s s  than $50,000. 

- 
10.8 

ISSISTAMCE FROM I I T E R I A T I O I A L  APEIC lES 
IBRD - World Bank ..................... 
UN Tech. Aas't. (CY) .................. ...................... UN s p e c i r i l  m a  

4 I I I 
*Less than $50,000. 

9 .0  
2 2 . 0  

23 .5  
0 . 1  
- 

- 
0 . 1  

23 .5  
0 . 8  

0 . 9  
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NEAR EAST and SOUTH ASIA 
FY 1965 PROGRAM 

Type of Assistance 
(Thousands of Dollars) 

Country 
Total 

tronts 

Supporting 
Assistance 

37,800 

- 
- 
- 
- 

- 
- 

33.000 

- 
- 
- 

- 

4.400 

400 

- 

REP. 

TOTAL 
-- 
Afghanistan 

Cyprus 

Greece 

India 

Iran 

Israel 

Jordan 

Nepal 

Pakistan I 

' SUDAN 
I 
\, 

\ ,. 

Turkey 

U. A.R. (Egypt) 

Yemen 

Regional Prog. 

Eligible for lending. . 
Central Treaty Organization. 



Shrdad rrars rra SECURITY CLASSIFIED and 
must not ba divulgad to unruthoriud indi- 
viduals. All other nrahrid b unclruiflad. 

NEAR EAST AND SOUTH ASIA REGIONAL STATEMENT 

The primary U.S. foreign policy objective i n  the  Near East and 
South Asia i s  security and orderly po l i t i c a l  evolution. 

Qr 
Great stretches of the region l i e  along the  borders of the Soviet 
bloc and Communist China. Camunist pressure on countries s i tuated 
on these borders, as  well  as  on most other countries i n  the region, 
represents a constant danger. In  addition t o  these external pres- 
sures, many countries of the  region are  subject t o  in te rna l  soc ia l  
and po l i t i c a l  unrest. Changes i n  t h i s  region are  both desirable 
and inevitable,  but it i s  i n  the U.S. in te res t  tha t  they occur i n  
an orderly fashion. This requires maintenance of effect ive defenses 
against Communist agression and subversion, social  and economic 
changes i n  the  individual countries, and resolution of po l i t i c a l  
tensions within the area. 

The countries of the region recognize tha t  development and reform 
are  essent ia l  t o  t h e i r  strength, security,  and independence. Most 
of them have ins t i tu ted  reforms and have been committed fo r  a number 
of years t o  a serious development e f for t .  The U.S. economic aid 
program therefore has a base upon which t o  build economic strength. 
Furthermore, Greece, Turkey, Iran, Pakistan, and India, which re- 
ceive substant ia l  mounts of mil i tary aid, are  determined t o  main- 

Greece and Turkey, with t he i r  strong security and h i s t o r i c a l  
relationships with the United States,  are  now confronted with the 
highly complex Cyprus issue. The issue, i f  not resolved, could 
disrupt existing arrangements fo r  defending the eastern flank of 
North Atlantic Treaty Organization (NATO). 

In the Near East, the  Arab-Israel dispute re ta ins  i t s  emotional 
force and other divis ive issues a l so  contribute t o  the  area 's  
instabi l i ty .  The United States  has declared i t s  in te res t  i n  the 
security and independence of all of the s ta tes  i n  the area. The 
in tegr i ty  of I s rae l  and Jordan are  par t icular ly  important t o  the 
maintenance of peace i n  the Near East. The United Arab Republic 
(uAR) i s  the largest  and most populous of the Arab countries. 
U.S. policy seeks t o  help the UAR t o  channel i t s  energies in to  
internal  development t o  make the country a force for  s t a b i l i t y  in  
the  Near East and t o  strengthen the area's capacity t o  r e s i s t  
Cammunist penetration. 

PROGRAM SUMMARY 

t a i n  adequate defense forces. These countries now finance a large ( I n  millions of dol lars)  
par t  of the costs of t h e i r  forces. As t h e i r  economies grow stronger, Fy 1963 Fy 1964 Fy 1965 
eventually they w i l l  be able t o  carry a greater share of the cost Actual Estimated Proposed 
of t h e i r  forces. 

Development Loans 779.5 709.8-729.8 785.0-815. o 
The South Asian subcontinent, by vir tue of i t s  location, i t s  600 Technical Cooperation 56.8 51.3 49.3 
million people, i t s  economic potent ial, and the  mil i tary t rad i t ions  Supporting Assistance 98.8 64.9 37.8 
of India and Pakistan, could become a powerful deterrent t o  the  ~ o n t  ingency Fund 12.0 XXX XXX 
spread of camrunism from China and the USSR. Continued security 
and s t a b i l i t y  f o r  Greece, Turkey, Iran, and the  Near East are  a l so  Total A.I.D. Assistance 947.1 826.0-846.0 872.1-902.1 
essen t ia l  t o  f ree  world mil i tary security and economic and po l i t i c a l  
strength. 

&&: The t o t a l s  i n  t h i s  t ab le  do not include funding fo r  UNRWA, 
There are, however, issues which divide the countries of the  area. UNEF, and the INDUS project, a l l  of which a r e  included i n  the  
Internal  po l i t i c a l  tensions threaten the  s t a b i l i t y  of each major request fo r  Contributions t o  International Organizations. 
area of the region. Resolution of these issues without undermining 
area s t ab i l i t y  i s  a continuing challenge t o  f ree  world diplomacy About 90s of t he  economic assistance funds requested for  the region 
and t o  the responsible pursuit  of t he i r  r e a l  national in te res t s  by a r e  for  development loans. Assistance w i l l  be extended on a highly 
the  leaders of the countries concerned. In the past Year, progress select ive basis. Three countries -- India, Pakistan, and W k e y  -- 
was made i n  resolving the  Afghanistan-Pakistan border dispute--the a r e  expected t o  receive 88s of a l l  funds programmed f o r  the  region. 
border has been reopened and diplomatic re la t ions resumed. On the  
other hand, the immediate prosp& of s e t t l i ng  the Kashmir dispute, Completion of A.I.D. Economic Rogr- 
which aggravates re la t ions between India and Pakistan, i s  not good. 



NEAR FAST AND SOUTH ASIA REGIONAL STATEMEW 
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t h e i r  development needs from t h e  International Bank f o r  Reconstruc- 
t i o n  and Development (IBRD), Export-Import Bank and conventional 
sources of financing. P.L. 480 would continue t o  be avai lable  t o  
these  countries and mil i tary ass is tance programs would continue 
where appropriate when the t rans i t ion  i s  completed. 

Greece and Israel ,  strongly supported by economic ass is tance i n  t h e  
past,  have been t h e  most successful i n  achieving development ob- 
jectives.  Grant ass is tance has been terminated and loans a r e  now 
extended on increasingly harder terms. Iran's revenue from o i l ,  
which has increased more rapidly than expected, improves i t s  
capabi l i ty  of financing more of i t s  development and far-reaching 
reform program from i t s  own resources, and hastens the  time when 

of individual borrowing countries. Loans t o  I r a n  and Cyprus, f o r  
example, w i l l  carry a t  l e a s t  3-112% in te res t  f o r  a term of about 
20 years. I f  loans a r e  made t o  Greece and I s rae l ,  they too  w i l l  
bear a t  l e a s t  t h i s  r a t e  of in te res t .  On the  other hand, loans t o  
countries such a s  India, Pakistan and Turkey w i l l  be made a t  lower 
ra tes .  

The f a c t  t h a t  the  NESA program has such a high development loan 
content means t h a t  most of t h i s  region's a i d  funds -- about 95% -- 
w i l l  be spent i n  the  United States.  It i s  estimated t h a t  no more 
than $40 million of t h e  $872 million economic ass is tance requested 
w i l l  be spent abroad. The impact on the  U.S. balance of payments 
i s  therefore  re la t ive ly  small. 

I r a n  can reply on conventional sources of financing f o r  addi t ional  
c a ~ i t a l  needs. The ultimate U.S. ob3ective i n  countries such a s  Technical Cooperation and Development Grants 

~ u r k e ~ ,  Pakistan and India i s  t h e  s&e -- t o  help them reach t h e  The $49.3 million request i s  s l igh t ly  below the FY 1964 estimated 
point  where special  arrangements f o r  economic ass is tance a r e  no leve l  of $51.3 million. Three years ago grant programs were being 
longer necessary f o r  continued growth and development. carr ied out i n  15 countries, plus Central Treaty Organization 

( c ~ o )  and regional programs. Greece, I s rae l ,  and Lebanon no 
Development Loans longer require t h i s  type of assistance; the  program i n  Ceylon was 

suspended i n  February 1963. Accordingly, the  number of Near East 
Most Near East and South Asia countries have been in ten t  on carry- and south Asia countries par t ic ipat ing i n  technical cooperation 
ing out development Programs- India, Pakistan, Turkey, Iran, the  programs dropped from 15 t o  11. I n  Fi 1965, 75% of t h e  t o t a l  
UAR, and other countries i n  the  region a r e  devoting subs tan t ia l  funds requested w i l l  finance programs i n  f i v e  countries -- India, 
energy and resources t o  t h e i r  own development. The qual i ty  of Pakistan, Turkey, Jordan, and Afghanistan. 
performance varies. Some countries have greater capacity and know- 
how than others;  some have a more favorable p o l i t i c a l  c l i m t e  t o  The program w i l l  continue, through contracts with American univer- 
work in. But the  region i s  characterized by a fundamental dr ive s i t i e s ,  t o  help a number of l a rge  agr icu l tu ra l  univers i t ies  i n  
f o r  development. A number of these  count;ries have made determined India, Pakistan and Turkey. The curricula of these  un ivers i t i e s  
e f fo r t s  t o  mobilize in te rna l  resources through pr ivate  savings, w i l l  emphasize research and extension. Teaching methods a r e  
and increased taxes, t o  undertake land and other i n s t i t u t i o n a l  re- patterned on those practiced i n  Western Nations. Assistance t o  
forms, and have formulated development plans which have been I n s t i t u t e s  of Education w i l l  be  continued i n  India, Pakistan, and 
accepted by donor countries as bases f o r  extending assistance. Turkey t o  improve teaching methods, research, and curriculum 
Because of t h e i r  r e la t ive ly  high capacity t o  use resources effec- planning. The United States  i s  Joining with t h e  Indian Ministry 
t ively ,  the  major emphasis i n  the  programs for NESA countries i s  of Education i n  a major e f fo r t  t o  introduce more mathematics and 
on development loans. science teaching i n  t h e  secondary schools. Contract teams from 

t h e  h i v e r s i t i e s  of Wisconsin and I l l i n o i s ,  Ohio and Michigan 
I n  FY 1963 and FY 1964 development loans accounted fo r  82% and 88% Sta te  Universities, Houston University, and Teachers College of 
respectively,  of economic ass is tance obligations i n  the  region. Columbia University a r e  carrying out t h i s  program. Elements of 
b a n s  make up 90% of t h e  funds requested fo r  FY 1965. t h e  land reform ef for t s  of the> Government of I ran  a r e  being 

supported. The teaching of vocational subjects i s  being empha- 
India, Pakistan and Turkey a r e  scheduled t o  receive $750 million o r  sized i n  Iran, Turkey, Nepal and Afghanistan. The p m g m  brings 
about 95% of t h e  region's development loan funds, leaving $35 t o  the  United States annually over 1,000 government o f f i c i a l s  and 
mil l ion o r  about 5% f o r  loans t o  some s i x  o r  seven other countries. young professionals from Near Fast and South Asian countries t o  

study i n  U.S. univers i t ies ,  work with U.S. government o f f i c i a l s ,  
The loans w i l l  a l l  be repayable i n  dol lars  and w i n  be f o r  procure- spend time a t  U.S. experimental s ta t ions ,  and study U-So t rade  
ment of goods and services i n  t h e  United States. Their terms w i l l  unions. In  these ways the  U.S. experience, techniques and ways of 
vary, depending upon t h e  strength of t h e  foreign exchange posi t ion thinking, working and organizing a r e  made avai lable  t o  developing 

countries. 
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The number of U.S. direct-hire employees now working on NESA proj- 
ects overseas i s  expected t o  be reduced by the end of FY 1965. 
A.I.D. i s  reducing or  eliminating some ac t iv i t ies  and placing in- 
creasing emphasis on carrying out technical cooperation ac t iv i t ies  
through outside contractors o r  other federal and s t a t e  agencies. 

Supvortiw Assistance 

The reduction i n  the amount of Supporting Assistance requested for  
FY 1965 is a continuation of the policy of eliminating that  type of 
a id  wherever and whenever feasible. Afghanistan, Greece, Iran and 
Pakistan have received no grant Supporting Assistance since FY 1962. 
However, a Supporting Assistance loan to  Iran under the CENTO Rail- 
way Project was approved i n  FY 1964. Turkey w i l l  receive no 
Supporting Assistance a f t e r  FY 1964. 

The $37.8 million of Supporting Assistance requested for  FY 1965 i s  
the minimum necessary t o  meet essential  requirements in  Jordan, 
Yemen and for  CENT0 programs -- $33 million of th is  amount i s  for  
Jordan, the one country in  t h i s  region where budget support i s  
s t i l l  required. Jordan's independence i s  essential t o  the stabil- 
i t y  of the Near East. I t s  very existence depends upon the external 
cash subsidies received f r m  the United States and the U.K. 

Jordan's resources are as  yet  insufficient t o  finance ordinary 
government services, l e t  alone t o  carry on a development program 
which can reduce -- and eventually eliminate -- i t s  dependence on 
outside assistance. The Jordanian econoqy i s  growing stronger, 
however, and the amount of U.S. budgetary support is being gradu- 
a l l y  reduced -- from $40 million i n  FY 1961 t o  a proposed $33 
million i n  FY 1965. 

The remaining $4.8 million of the  Supporting Assistence request i s  
needed t o  continue CENT0 and Yemen capital  projects -- $0.4 million 
for  the former and $4.4 for  the  l a t t e r .  

Military Assistance 

The reduction of Supporting Assistance does not Imply a lessening 
of U.S. interest  i n  the maintenance of adequate security forces. 

U.S. military assistance programs i n  a number of countries of the 
area are  required in  pursuit of mutual security objectives. Sub- 
s t an t i a l  programs are  carried out in  f ive  major countries on the 
Communist periphery -- Greece, Turkey, Iran, Pakistan, and India. 
Greece and Turkey are attempting t o  maintain forces consistent 
with the i r  NATO membership and obligations. Pakistan and Iran, 
both CENT0 members, a re  modernizing the i r  forces in keeping with 
mutually agreed plans. India has responded t o  the Chinese threat 

by building up i ts  forces. In each of these cases there i s  a 
need t o  acquire from abroad military equipment and supplies t o  
help meet defense objectives. The t o t a l  program for  military 
assistance proposed for FY 1965 i s  $ 3 ~ . 8  million. 

Economic development has permitted elimination of Supporting 
Assistance grants previously needed t o  support military forces i n  
most of these countries, and eventually it should eliminate also 
the need for military assistance. 

P.L. 480 

A.I.D. economic assistance programs i n  the NESA region are  sup- 
plemented by sales and grants of surplus agricultural commodities 
under the several Tit les  of P.L. 480 ( ~ o o d  for  Peace). 

Ti t le  I sales, t o  nine NESA countries, a r e  expected t o  t o t a l  about 
$712 million during FY 1964 and $702 million during FY 1965. The 
largest programs are  i n  India, Fakistan, the UAR and Turkey. 
These sales, for  local  currency, save foreign exchange for  other 
imports needed t o  support development programs, and a t  the same 
time provide the food, feed, and f iber  -- such a s  vegetable oi ls ,  
wheat, corn, r i ce  and cotton -- needed t o  support increasing 
populations while domestic agricultural production i s  s t i l l  in- 
sufficient. 

T i t le  IIIprograms a re  conducted by Voluntary Agencies in  15 
NESA countries, the  largest programs being i n  India, the UAR, 
Pakistan, Greece, Iran and Turkey. Much of the assistance under 
t h i s  t i t l e  i s  for  school milk and school lunch programs. For 
example, under the CARE program alone, over 6 million Indian chil- 
dren benefit from milk served a t  school. I n  Turkey more than a 
million school children receive lunches under CARE and Catholic 
Relief Senrices programs. 

Ti t le  IV sales for  U.S. dollars have been mde t o  Syria and Iraq. 
Further sales a re  expected t o  be made t o  these couitries i n  FY 1965. 

Assistance t o  Private h t e r p r i s e  

Private investment, domestic and foreign, is  expected t o  play a 
large role i n  the economic development of the countries of the 
N B A  region. Since Nwember 1961, A.I.D. has authorized eight 
loans totaling $72 million direct ly t o  private firms t o  establish 
new plants, and expand existing fac i l i t ies .  From 1958 through 
FY 1963, 18 loans were signed with Development Banks t o  help 
expand their lending f ac i l i t i e s  to the private sector. Moreover, 
the largest part  of the machinery, components, spare parts, and . 
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raw materials financed by development program loans, which ac- 
count fo r  about half the loan programs t o  India, Pakistan and 
Turkey, goes t o  private industry fo r  the continued expansion of 
t h i s  sector. 

The investment guarantee program continues t o  stimulate U.S. 
investment i n  NESA countries. A.I.D. has Investment Guarantee 
Agreements covering convertibility and expropriation with 11 of 
the 18 NE3A countries, including a l l  major a id  recipients. Two 
of these agreements were signed during 1963. Eighteen guarantees 
to ta l ing  nearly $20 million were issued under these agreements 
during the  f i r s t  s i x  months of FY 1964, bringing the  region's 
t o t a l  number of active guarantees t o  143, with outstanding balances 
total ing over $312 million. 

Also benefiting the private sector a re  "Cooley" loca l  currency 
loans, 64 of which were approved for  a t o t a l  of nearly $97 million, 
between January 1962, when A.I.D. assumed administration of t h i s  
program, and January 31, 1964. Fourteen loans approved during 
FY 1# w i l l  help increase the production of t i res  and other rubber 
goods i n  Iran and India, s t ee l  tubes and other s t e e l  products i n  
Turkey and India, f e r t i l i z e r s  and other chemicals i n  Israel ,  Turkey 
and India, and sulphur i n  India. They w i l l  ass is t  a lso construc- 
t ion of a hotel i n  Pakistan and i n  foreign banking services i n  
Turkey. 

Nine investment surveys were approved during the f i r s t  seven months 
of FY 1$4, fo r  a t o t a l  of over $157,000. These surveys w i l l  in- 
vestigate such investment feas ib i l i t i es  as  propane gas distribution 
i n  Pakistan, paper manufacturing i n  Turkey, and i ron  castings i n  
India. 

India, Pakistan and Turkey 

The two largest  economic a id  recipients i n  the region a r e  India 
and Pakistan. Their continued independence and s t ab i l i t y  is 
essent ial  t o  the security and defense of the Asian subcontinent. 
They a r e  both c m i t t e d  t o  economic development. India is  well 
into i ts  Third Five-Year Plan, and Wkistan w i l l  soon begin the 
Last year of its Second Five-Year Plan. 

Resources for  carrying out these development plans come sub- 
s t a n t i a l l y  from within the countries -themselves. India i s  f inanc- 
ing some 75% of its- bird Plan, while Pakistan is  financing ap- 
proximately 54% of its Second Plan. Domestic savings a r e  increas- 
ing, as a r e  tax collections and investment. 

a t l i n e s  for  India's Fourth Plan and Pakistan's Third Plan c a l l  
f o r  an even larger  share of the Plan t o  be financed from the i r  
own resources. Despite these achievements they s t i l l  lack the 
foreign exchange and internal  savings necessary t o  carry out 
development programs; it i s  fo r  t h i s  reason that  they seek ex- 
te rna l  assistance. 

U.S. a id  t o  India fo r  the past several years has been pledged 
through a Consortium organized by the  IBRD. IBRD/IDA and other 
industr ial ly advanced countries pledged $635 million fo r  India i n  
1963 and $617 million for  FY 1964. The A.I.D. loan contribution 
t o  financing the past two years of the Indian Plan was $385 million 
f o r  each year. A comparable lending leve l  fo r  FY 1965 i s  deemed 
necessary t o  cover A.I.D.'s share of the U.S. pledge t o  be made 
i n  Spring 1964 for  the fourth year of the Plan (which ends on 
&rch 31, 1965) plus a sum which w i l l  enable the United States 
t o  make development loans t o  India for  the f i r s t  quarter of the 
f i f t h  year of the Plan -- that  i s ,  from April 1, 1965 t o  
June 30, 1965. The forthcoming Consortium review of Indian 
requirements for  additional assistance w i l l  provide the basis  for  
a U.S. decision on the f i na l  amount t o  be pledged th i s  spring. 

The IBRD i s  a lso the leader of an international Consortium for  
Pakistan. A meeting w i l l  be held i n  Spring 1964 t o  consider 
Pakistan's foreign exchange needs fo r  the l a s t  year of i t s  Second 
Five-Year Plan. A.I.D. loaned Pakistan $176 million in  FY 1963 
and i s  expected t o  make $190 million of additional loans i n  
FY 1964 depending on the feas ib i l i ty  of the  projects submitted t o  
A.I.D. The IBRD and other Consortium members pledged $212.5 
million for  FY 1964. The FY 1965 requirement w i l l  be about the 
same order of magnitude a s  FY 1964 but, a s  with India, the f i na l  
amount pledged t h i s  spring depends on the  Consortim review. 
Progress is being made i n  Pakistan, particularly i n  the establish- 
ment of basic infrastructure. Vanufacturing output, pr ivate  sector 
act ivi ty,  savings and investment rates  and tax  collections a l l  
show marked improvement. 

The th i rd  largest  a id  recipient i n  the region is  Turkey. The 
United States  has a strong national security in te res t  in - the  
po l i t i c a l  s t ab i l i t y  and the economic improvement of t h i s  important 
NATO ally. A Five-Year Development plan was approved by the 
Turkish Parliament i n  November 1962, and a number of measures have 
been undertaken i n  order t o  imprwe performance -- tax reform, 
incentives for  exports, budgetary improvements, increased savings 
and investment. The Turks expect t o  finance 75s of the  Plan's 
requirements from the i r  own resources. However, a c r i t i c a l  short- 
age of foreign exchange makes outside assistance essent ial  i f  
Turkey is  t o  carry out an effective development program. 



I n  July 1962 an Organization for  Economic Cooperation and Develop- 
ment (OECD) Consortium of a id  donor countries was formed t o  examine 
!Amkey's development plan and help meet t he  country's plan goals 
through the  provision of foreign assistance. The Consortium met 
i n  January 1964 t o  consider Turkey's requirements for  calendar 
year 1964. The United States pledged $70 million f o r  development 
program lending. I n  addition, A.I.D. i s  prepared t o  consider 
making additional loans fo r  projects i n  FY 1964, which t o t a l  
another &0-$50 million. 

The t o t a l  estimate of A.I.D. development lending t o  Turkey in  
FY 1965 is somewhat higher than the FY 1964 amount. A higher 
leve l  of lending i s  expected t o  be just i f ied a s  Turkey completes 
more f ea s ib i l i t y  surveys for  a number of imwrtant projects. The 
f i n a l  amount t o  be pledged t o  Turkey i n  FY 1965 w i l l  depend on the 
progress Turkey makes i n  carrying out i t s  plan and w i l l  take into 
account the contributions t o  be made by the  European countries 
under the Consortium. 

Two kinds of loans w i l l  be made t o  a l l  three countries -- India, 
Pakistan, and Turkey. Some loans w i l l  finance specific projects 
i n  power, transport, water development and industry. Others w i l l  
finance imports of equipment, spare parts,  components and c r i t a l l y  
needed raw materials required for  the support of t he i r  development 
programs. Most of these commodity imports go t o  the private sector. 
As the economies of the countries grow, as  they produce a larger  
amount of machinery and equipment for  t h e i r  own development, 
commodity imports become as important as  imports of power genera- 
to rs  or  railway locomotives for  part icular  projects. For example, 
i n  the past ten years India has imported thousands of railway 
wagons and locomotives as  project items. India now has reached 
the point where it can meet almost 
items from domestic production but 
the raw materials and components. 

a l l  i t s  requirements for  these 
s t i l l  needs t o  import some of 
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..... COST OF UVING INDM (1958-59=100) 

* - Years beginning March 22 of year stated. 
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People per Doctor ............ 34,500 
Literacy Rate (percent) ...... 5-10 
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PROGRAM SUMMARY 

(1n mill ions of d o l l a r s )  
l7-Y 1963 FY 1964 l7-Y 1965 
Actual Estimated Proposed 

Development Loans 2.6 
Technical Cooperation 14.8 

To ta l  A.I.D. Assistance 17.4 2245 80&, 

U.S. Ob,jectives and Policy 

The primary U.S. objective i s  an independent and non-aligned Af- 
ghanistan f r iendly  t o  the  broad object ives  of the Free World. The 
United S ta tes  seeks t o  help Afghanistan improve i t s  r e l a t ions  with 
i t s  f r e e  world neighbors, and t o  a s s i s t  t h a t  country improve i ts  
economy. With Western a i d  Afghanistan has become l e s s  dependent 
on t h e  USSR f o r  economic development, The government i s  now a t -  
tempting t o  undertake i n t e r n a l  p o l i t i c a l  reform. 

A.I.D. pol icy  i n  Afghanistan is t o  provide limited support t o  t h e  
country's development, on a se lec t ive  basis.  A.I.D. objectives i n  
t h e  p r inc ipa l  areas  i n  which we w i l l  cooperate are :  ( a )  develop- 
ing a Western-oriented education system; ( b )  improving t h e  
Afghanistan government's capacity t o  administer and carry  out a 
development program; ( c )  achieving f u l l e r  use of t h e  resources of 
t h e  Helmand Valley; (d )  completing t h e  road network which w i l l  
l i n k  Afghanistan t o  t h e  Free World3 and ( e )  fostering a pr ivate ly  
owned productive capacity. A.I.D.'s Immediate policy i s  t o  concen- 
t r a t e  on t h e  successful  completion of t h e  projects i n  which we a r e  
now engaged, The extent of U.S. support of any new a c t i v i t i e s  w i l l  
depend on t h e  capacity of t h e  Afghan government i n  defining, f i -  
nancing, and carrying out development projects.  Financing of new 
c a p i t a l  p ro jec t s  w i l l  be l imi ted t o  development loans. 

Progress, Self-Help, Aid from Others 

A new government l e d  by t h e  f i r s t  non-royal Prime Minister came 
i n t o  power i n  March 1963. This change consti tuted a sharp break 
wi th  t h e  past .  A new consti tution,  t o  broaden t h e  base of t h e  
government and increase public pa r t i c ipa t ion  in p o l i t i c a l  Ins t i tu -  
t ions ,  i s  i n  preparation.  

Among the  f i r s t  s t eps  t h e  new government took was the  negotiation 
t o  open the  border with Pakistan and t o  renew t rade  and diploma- 
t i c  re la t ions .  The two countries had broken off  r e l a t ions  and 
closed t h e i r  border i n  September 1961 a f t e r  t h e  long-standing 
Pushtunistan i s sue  erupted. The immediate e f fec t  had been t o  
increase Afghanistan's dependence on Russian t rade and communica- 
t i o n  routes. 

I n  keeping with t h e  s t a b i l i z a t i o n  agreement concluded by the  pre- 
vious government with t h e  Internat ional  Monetary Fund (IMF), the  
new government is  conducting Afghanistan's f i r s t  thorough review 
of the budget. As a r e su l t ,  t h e  budget d e f i c i t  should be reduced 
and over-a l l  ef f ic iency of the  government improved. Smuggling 
has been reduced because of the  border opening, and t h e  govern- 
ment has been ab le  t o  increase customs and export t ax  collections.  
Over the  long run, the  new, more favorable exchange r a t e s  given 
t o  t h e  exporters of carpet wool, karakul skins and cot ton should 
r e s u l t  i n  a subs tan t i a l  increase i n  production of a l l  three,  
thereby improving both government t a x  rece ip t s  and fore ign cur- 
rency earnings. In f ras t ruc tu re  investment, financed p r inc ipa l ly  
by the  United S ta tes  and t h e  USSR, continues t o  be  l a rge  but the  
current policy i s  t o  place more emphasis on p r iva te  investment. 

The Afghan economy is  s t i l l  bas ica l ly  a g r i c u l t u r a l  and on a sub- 
s i s t ence  basis.  Indust r ia l iza t ion,  which i s  s t i l l  meager, s t a r t e d  
much l a t e r  than i n  Pakistan o r  India. Investment i n  the  ear ly  
postwar period was concentrated i n  t h e  Helmand Valley. The F i r s t  
Five-Year Plan (1956-1961) recognized t h e  need t o  plan investment 
according t o  the  needs of t h e  econow, but amounted t o  l i t t l e  more 
than a l i s t  of i l l -def ined projects.  The Second Five-Year Plan 
(1962-1967) r e f l e c t s  improved project  def in i t ion,  but  it s t i l l  
f a i l s  t o  recognize the  need f o r  a l a rge r  Afghan contribution t o  
t h e  l o c a l  cost  a f  c a p i t a l  improvement and t o  estimate r e a l i s t i c a l l y  
t h e  continuing cost  of operating and maintaining new f a c i l i t i e s .  
During t h e  pas t  year, however, t h e  government has t r i e d  t o  r e l a t e  
t h e  projects  t o  each other and t o  nat ional  p r i o r i t i e s .  It has 
s t a r t e d  work on a modified plan f o r  the  four th  and f i f t h  years of 
t h e  Second Five-Year Plan. 

?here have been v i s i b l e  improvements i n  t h e  economy s ince  t h e  
F i r s t  Plan began. Hundreds of schools have been constructed. 
I r r i g a t i o n  f a c i l i t i e s  were b u i l t  and improved with U.S. ass is tance 
i n  the  Helmand Valley. A thousand miles of main highways, plus 
many more of 
were opened, 
capacity has 
achievements 

feeder roads have been provided; s i x  new a i r p o r t s  
of which four were U.S. financed, and e l e c t r i c  power 
been mul t ip l ied  several  times. Taken together,  these  
lay  a foundation f o r  economic growth. 
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Other f r e e  world countries a r e  conducting ass is tance programs i n  
Afghanistan. Western Germany has a small technical  ass is tance 
program under which it supports a t r ade  school and provides techni- 
c a l  advisory services,  e . ~ . ,  a geological survey team, and recently,  
a l a r g e  f o r e s t r y  team, and facu l ty  f o r  Kabul University. Germany 
a l s o  made a $50 mil l ion loan commitment t o  the  Second Five-Year 
Plan f o r  a ss i s t ing  the  country's l a rges t  t e x t i l e  m i l l ,  building a 
power dam on the  Kabul River, constructing petroleum and grain 
storage f a c i l i t i e s ,  and modernizing and expanding the  Kabul t e l e -  
phone system. Japan i s  providing ass is tance t o  three  small indus- 
t r ies--bicycle  assembly, p l a s t i c s ,  and b o t t l e  manufacturing. 
France and Yugoslavia a lso  have small programs. UN organizations 
a r e  providing approximately $1.0 mil l ion a year i n  the  f i e l d s  of 
education, community development and heal th .  
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the  University t o  improve curriculum and t e a c h i ~  
American contract team w i l l  a r r i v e  during FY 1965 a s  par t  of the  
f i n a l  push t o  consolidate the  long-standing program t o  modernize 
Afghanistan's technical  secondary school--the Afghan I n s t i t u t e  of 
Technology. Equipment w i l l  be purchased f o r  the  I n s t i t u t e ' s  new 
building, which i s  expected t o  be financed i n  FY 1964. 

For the  second year, 35 t o  40 Afghan government o f f i c i a l s  w i l l  
v i s i t  t h e  United Sta tes  a s  par t ic ipants  i n  a program t o  improve 
Afghanistan's government management. The Cadastral Survey t o  
es tab l i sh  the basis f o r  an increase i n  land revenues w i l l  have 
progressedto t h e  t h i r d  year of i t s  five-year schedule. The U.S. 
advisory team on planning w i l l  help Afghanistan prepare a r e a l i s t i c  
program for  t h e  fourth and f i f t h  years of the Second Five-Year 
Plan. 

In  comparison with the  $235 mil l ion of economic ass is tance from 
the  United S ta tes  between 1950 and 1963, Soviet bloc a i d  has 
t o t a l e d  over $500 mill ion over the  l a s t  ten  years; $250-300 
mil l ion has been committed toward the  Second Five-Year Plan. 
These f igures  exclude mi l i t a ry  ass is tance,  where the  USSR con- 
t r i b u t i o n  i s  substant ia l .  Russian economic projects  include a 
700-mile road, development of na tu ra l  gas resources, a f e r t i l i z e r  
p lant ,  a large multipurpose dam and a 10,000-hectare i r r i g a t i o n  
canal system on the  Kabul River, the  Salang Pass tunnel, and 
others .  Czechoslovakia a l so  i s  providing technical  assistance.  

The $10 mil l ion programmed f o r  Technical Cooperation and De- 
velopment Grants i n  FY 1965 i s  consistent with the  objective of 
operating only i n  selected sectors  of thesecond Five-Year Plan 
and concentrating on completing ex i s t ing  projects .  No new 
technical  cooperation projects  a r e  proposed. 

Rnphasis on t h e  program continues t o  be qua l i t a t ive  improvement of 
the  Western-oriented education system. O u r  e f f o r t s  t o  improve the  
teaching of science and mathematics i n  secondary.schools w i l l  be 
accentuated i n  FY 1965, so t h a t  graduates w i l l  be b e t t e r  pre- 
pared f o r  study a t  Kabul University. We w i l l  continue work with 

h j o r  grant funding f o r  commodities i n  the  15-year o ld  Helmand 
Valley Development project  w i l l  end i n  FY 1965. Ehphasis i n  
FY 1965 w i l l  be on improving the  capacity of the  Helmand Valley 
Authority to  take f u l l  advantage of the  l a rge  investments i n  the  
Helmand Valley through a four-year program i n  planning and 
management of i r r i g a t i o n  and agr icu l tu ra l  techniques. 

Grant funding of the  construction of roads and a i rpor t s ,  which in 
e a r l i e r  years was the  p r inc ipa l  focus of the program, has ended. 
FY 1965 financing w i l l  be confined t o  the Corps of Engineers' 
supervision of the  completion of t h e  Kabul-Kandahar road and f o r  
Federal Aviation Agency supervision of the  i n s t a l l a t i o n  of elec- 
t ron ic  aviation a ids  and a i rpor t  control  systems. 

Loan applications a re  expected t o  t o t a l  about $10 milliga fo r :  
( a )  e lec t r i ca l  power development i n  the  Helmand Valley; (b) several  
small manufacturing and food processing plants  i n  the  pr ivate  
sector;  and (c )  a r a i l  spur across the  Afghanistan/~akistan 
border near Peshawar t o  be financed joint ly  by Afghanistan and 
Pakistan.  Favorable loan act ion would depend on the  r e s u l t s  of 
f e a s i b i l i t y  s tudies  now being ca r r i ed  out by U.S. contractors 
and the  a b i l i t y  of the Afghan government t o  r a i s e  i t s  share of 
t h e  necessary financing. 
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India \b 

lndia . GENERAL ECONOMIC DATA 

Calendar Years 

BASIC DATA 
Population  millions -- mid-1 963) ....... 463 . . . . . . . .  Annual Growth Rate (percent) 2.4 

Area (1 000 square miles) . . . . . . . . . . . .  1. 260 
Population Density per square mile .... 367 

. . . .  Agricultural Land as % of Total Area 53 
. . .  Percent of Population in Agriculture 70 

Life Expectancy f y  ears) ............ 47 
People per ~ o c t o r  . . . . . . . . . . . . . . . . .  5. CQO 

Literacy Rate (percent) . . . . . . . . . . . . .  24 
Pupils as Percent of Population . . . . . . . .  10 

(Primary G Secondary) 

t Bdlions INDIA . GROWTH TRENDS 
. 1962 Pmrs ......... - . i.l ...... 

w . 1960 m . 1962 1963 Est . 
GROWTH INDICATORS 

Total GNP fin 1962 prices; J millions)* d ........ 32, 370 34. 872 35. 940 36. 880 38. 500 
. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 76 80 8 1  8 1  83 

Investment a s  percent of GNP . . . . . . . . . . . . . . . . . .  15  1 7  16 17  19 
Domestic Swings a s  % of Investment . . . . . . . . . . . . .  89 83 87 86 81  
Net Faeign Balance as % of GNP . . . . . . . . . . . . . . .  2 3 2 2 3 

. . . . . . . . . . . .  I Agricultural Prod Index (1952-54= 100) 119 126 130 128 130 
. . . . . . . . . . . . . . . . . . . . . . . .  Index per Capita 105 110 110 106 106 ................ Food Grains  ill. MT) 80 84 85 83 84 

. . . . . . . . . . . . . . .  I Industrial Prod Index (1958= 100) 108 120 129 138 U8 

INTERNATIONAL TRADE ( 1  millions) h/ 
. . . . . . . . . . . . . . . . . . . . . .  Total Exports ( f .0 .6 . ) .  ..................... Tea (customs ba s i s )  

. . . . . . . . . . . . . . . . . . . . . . . .  Total Imports (c  i.1.) 
. . . . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

. . . . . . . . . . . .  I COST OF LIVING INDEX (1958= 100) 

I CENTRAL GOVERNMENT FINANCES* 
(FY ending March 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . .  (Deleme Expenditures) 

. . . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays) 

. Million Dollar Equivalents . 

1962 1963(k.., 1964(Budget) 

Total Domestic Revenues d . . . . . . . . . . . . . . . . . .  3. 322 3. 855 4. 834 
As percent o/ GNP ....................... 9% 11% 12% 

. . . . . . . . . . . . . . . . . . . . .  Deficit (-) OI Surplus (+) .1. 359 .2. 050 .2. 378 

Converted a t  4.762 rupees per  U.S.). 
IT beginning Apr i l  1 . 

IJ/ Payments ba s i s ;  FY beginning Apr i l  1 of year  s t a t e d  . 
E/ The s t a t e  governments levy s u b s t a n t i a l  revenues o f  t h e i r  own. not  included here  . 

For FY 1962/63. t h i s  amounted t o  about $1. 700 mi l l i on  equivalent  . 

PREVIOUS PAGE BLANK 
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PROGRAM SUMMAF(Y 

-.. (1n mil l ions  of dol lars)  
FY 1963 FY 1964 FY 1965 

- - - Actual Estimated Proposed 

Development Loans 396.1 369.0 385.0 
Technical Cooperation 6 . 1  6.8 6 .8  

Total  A.I .D.  Assistance 402.2 375.8 391.8 

U.S. Objectives and Policy 

U.S. object ives  a r e  t o  help India remain f ree  and independent; 
promote c lose  and f r i end ly  re l a t ions  between India and other f r e e  
world countries;  and improve India ' s  capabil i ty of r e s i s t i n g  en- 
croachments from Communist China. 

Achievement of these  objectives requires economic expansion suf- 
f i c i e n t  t o  finance r i s i n g  defense needs and maintain the  confi-  
dence of the  Indian people i n  the  a b i l i t y  of t h e i r  democratic 
system t o  improve t h e i r  standard of l i v i n g .  A reduction of Indo- 
Pakistan tensions would encourage greater  concentration on eco- 
nomic problems and would permit b e t t e r  regional planning f o r  the  
defense and development of the  e n t i r e  sub-continent. Solution of 
a wide range of f inanc ia l ,  economic, technical  and i n s t i t u t i o n a l  
problems i s  required i f  the  development and defense e f f o r t s  a r e  t o  
neet  t h e i r  t a rge t s .  

The U.S. has joined with other f r e e  world members i n  an Interna- 
t i o n a l  Bank f o r  Reconstruction and Development (IBRD)-organized 
Consortium i n  support of I n d i a ' s  development program. In Spring 
1964 t h e  Consortium w i l l  meet t o  consider India 's  plans f o r  the  
f i n a l  two years ( ~ p r i l  1964-March 1966) of the Third Five-Year 
Plan and t o  assess Ind ia ' s  requirements f o r  external  ass is tance.  
The Consortium w i l l  s c ru t in ize  careful ly  Indian po l i c i e s  and plans 
While consideration of policy issues w i l l  be i n  t h e  context of 
longer-range Indian plans,  f inanc ia l  commitments a r e  contemplated 
f o r  one year only. The IBRD can be expected t o  continue i ts  major 
r o l e  i n  providing expert advice t o  t h e  Government of India i n  i t s  
ana lys i s  of Ind ia ' s  economic problems. Within t h e  framework of 
t h e  Consortium, t h e  United Sta tes  w i l l  a l s o  press f o r  increased 
contributions by other  f r e e  world countries. 

For the t h i r d  year of t h e  Third Plan (1963-64) Consortium members 
pledged $1,052 mil l ion,  of which t h e  United Sta tes  contributed 
$435 mil l ion (exclusive of Food f o r  peace). Requirements i n  the  

same order of magnitude a r e  ant ic ipated f o r  the  fourth Plan year .  
However, t h e  s i z e  of t h e  f i n a l  pledges w i l l  be decided i n  l a t e  
Spring. 

In  order t o  r e l i e v e  pressure on I n d i a ' s  balance of payments and t o  
insure  t h a t  t h e  economic development program i s  not unduly a f fec t -  
ed by Ind ia ' s  need t o  provide increased resources f o r  defense, t h e  
United S ta tes  and t h e  U.K. a r e  a l so  providing mi l i t a ry  a s s i s t -  
ance. 

Progress, Self-Help, Aid from Others 

In  1951 India embarked on a auarter-century of planned develop- 
ment with the  aim of eliminating i t s  re l iance  on external  a s s i s t -  
ance for  fu ture  growth and of creat ing an i n s t i t u t i o n a l  framework 
consis tent  with and contributing t o  the  formation of a democratic 
socie ty .  

India has completed two Five-Year Plans and i s  now s t a r t i n g  the  
four th  year of i t s  Third Plan. The Plan c a l l s  f o r  development 
outlays of $25 b i l l i o n ,  about t h e  same a s  the  t o t a l  invested dur- 
ing the  f i r s t  two Plans. Two-thirds of the  program i s  t o  be i n  
t h e  pGblic sector ,  one t h i r d  i n  t h e  p r iva te  sec to r .  Tnis compares 
t o  a f i f t y - f i f t y  investment r a t i o  during the  f i r s t  two Plans. 
Thus f a r ,  pr ivate  sec to r  performance has considerably exceeded 
Plan t a rge t s .  The goal of the  Third Plan, which began i n  April  
1961, was t o  acce le ra te  the  development process subs tan t i a l ly .  It 
postulated an increase i n  ag r i cu l tu ra l  production of 30$, i n  in -  
d u s t r i a l  production of 70% and i n  natjonal income of 30%. Actual 
increases during t h e  f i r s t  two Plans were over 40$, 90$, and 40$, 
respectively.  

Since 1 9 5 1 t h e  groundwork f o r  fu tu re  growth has been l a i d  through 
t h e  expansion of basic f a c i l i t i e s  such as  i r r i g a t i o n ,  power and 
t ranspor ta t ion;  the  development of bas ic  industry including s t e e l ,  
chemicals, and i n d u s t r i a l  machinery; and t h e  expansion of educa- 
t i o n a l  f a c i l i t i e s  t o  provide s k i l l e d  manpower. During the  pas t  
t e n  years, investment has r i s e n  from 10% t o  19% of Gross National 
product (GNP), with about 80% of the  investment being financed 
by India through domestic savings. In  recent years foreign a i d  
and p r iva te  foreign investment have been about 20% of investment 
expenditures, somewhat below the  Plan estimate of 25%. 

U.S. ass is tance has been concentrated p r inc ipa l ly  i n  t h e  f i e l d s  of 
power, t ranspor ta t ion,  ag r i cu l tu re  and education, a l l  of which a r e  
major bottlenecks t o  Indian economic development. Twenty-one 
development loans t o t a l i n g  about $430 mil l ion have been made f o r  
power projects  alone. When plants  under construction a r e  completed, 
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t o t a l  i n s t a l l e d  capacity w i l l  increase by 3,600 M W .  Five equipment 
loans t o t a l i n g  $175 mi l l ion  have been extended t o  t h e  Indian r a i l -  
ways, including about 300 d i e s e l  locomotives. The Indian Railways 
now have expanded t h e i r  f a c i l i t i e s  i n  production of locomotives and 
wagons t o  the  point t h a t  volume imports w i l l  no longer be required.  
Substant ia l  a i d  a l s o  has been given t o  development banks and other  
p r iva te  sector  a c t i v i t i e s .  

viduals. All other' nustarid Is unc1essitl.d. 

During the f i r s t  th ree  years of t h e  Third Plan - 
of India ' s  fore ign exchange requirements has been provided by t h e  
IBRD Consortium members, a s  follows : 

India Consortium Pledges f o r  F i r s t  Three Years of Plan 

(1n mil l ions  of do l l a r s )  

Despite the  considerable progress made s ince  India became indepen- 
dent, t h e  Third Five-Year Plan has thus f a r  f a l l e n  shor t  of i t s  
goals,  with nat ional  income increasing only a l i t t l e  f a s t e r  than 
population. Agriculture f a i l e d  t o  expand beyond t h e  high l e v e l s  
achieved toward t h e  end of t h e  Second Plan period, l a rge ly  because 
of adverse weather conditions,  but a l s o  because of lack of f e r t i l -  
i z e r  and other inadequacies i n  r u r a l  development programs. A 
number of f ac to r s  have contributed t o  some underut i l iza t ion of 
exis t ing i n d u s t r i a l  capacity, t h e  extent of which remains t o  be 
f u l l y  assessed. An added burden i s  t h e  defense expenditures, which 
have more than doubled i n  t h e  pas t  two years and now account f o r  
one-fourth of c e n t r a l  government expenditures. 

Ind ia ' s  se l f -help  record i s  excel lent ,  but fu r the r  measures a r e  now 
v i t a l .  Par t icular  emphasis needs t o  be given t o  t h e  r o l e  of t h e  
p r i ce  system i n  t h e  a l loca t ion  of scarce resources, t h e  promotion 
o f  exports, t h e  reduction of t h e  i n e f f i c i e n t  controls,  t h e  improve- 
ment of t h e  investment climate f o r  domestic and foreign p r iva te  
enterpr ise ,  and t h e  expansion of ag r i cu l tu ra l  production. 

The Mid-Term Appraisal of t h e  Third Plan recent ly  issued by t h e  
Indian Government o f f i c i a l l y  recognizes some of t h e  shortcomings of 
t h e  development program and makes s ign i f i can t  recommendations t o  
improve performance of t h e  economy. India has taken many s t eps  dur- 
ing t h e  pas t  two years t o  overcome obstacles  t o  more rapid economic 
growth. Special  committees have been established t o  study t h e  
p r inc ipa l  problems. h e  s ign i f i can t  r e s u l t  of t hese  s tudies  was 
t h e  recent l i f t i n g  of p r i c e  controls on 16 commodities, possibly 
foreshadowing a general  movement toward a l e s s  regulated econorqy. 
The government, with a s s i s t ance  from pr iva te  business, he6 mounted 
a program aimed a t  s t imulat ing exports. There has been a notice- 
ab le  improvement i n  t h e  climate f o r  p r iva te  fore ign investment. 
Rural development o f f i c i a l s  now a r e  concentrating on improving 
a g r i c u l t u r a l  output. More investment than had o r ig ina l ly  been 
planned i s  being made i n  sectors  which have been bott lenecks.  In  
general, t he re  appears t o  be an increasing awareness of t h e  need t o  
improve performance and undertake a number of major policy changes 
t o  prevent a slowdown i n  t h e  development program. 

1961-63 1963164 3 Y r .  .Total 

IBRD & IDA 
U.S.A.* 

(Ex-Im m) 
W. Germany 
U.K. 
Japan 
Six  Others** 

~ o t d  2-365.0 1,052.0 3,417.0 

*Does not include P.L. 480. 
**Austria, Belgium, Canada, France, I t a l y  and Netherlands. 

In  addition, the  Soviet  bloc i s  expected t o  provide about $700 
mil l ion i n  a i d  during t h e  five-year period. 

FY 1965 Program 

A.I.D. assistance t o  India w i l l  be extended p r inc ipa l ly  on a loan 
bas is ,  within the  framework of t h e  exis t ing IBRD Consortium. 
A. I .D. ' s  share of t h e  U.S. pledge has been $385 mi l l ion  f o r  t h e  
pas t  two years of I n d i a ' s  Third Five-Year Plan. A comparable 
lending l eve l  f o r  FY 1965 i s  deemed necessary t o  cover A.I.D.'s 
sha re  of the  U.S. pledge t o  be made i n  the Spring of 1964 f o r  the  
four th  year of the  Plan plus a sum f o r  t h e  f i r s t  quar ter  of t h e  
f i f t h  year of the  Plan. The Export-Import ( E x - b )  Bank's por t ion 
of the  t o t a l  pledge has been $50 mi l l ion  a year. 

As a r e su l t  of e a r l i e r  ass is tance and i t s  own e f f o r t s ,  India now 
produces much of i t s  machinery and other  c a p i t a l  equipment r e -  
quirements. Thus one-half o r  more of A.I .D.  loans w i l l  f inance 
c r i t i c a l l y  needed components, spares,  f e r t i l i z e r s ,  and indus t r i a l  
raw materials.  This type of program ass is tance,  which goes 
largely  t o  t h e  p r iva te  sector ,  makes poss ible  a f u l l e r  use of ex- 
i s t i n g  productive capacity and i s  a s  e s sen t i a l  t o  t h e  success of 
the  development program as  i s  f inancing of projects .  Other loans 
w i l l  finance high p r i o r i t y  projects ,  p r inc ipa l ly  power, f e r t i l i z e r  
production, and p r iva te  investment i n  manufacturing. 
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m e  Technical Cooperation program concentrates on agr icu l tu ra l  and the  university l eve l .  About 20% of the  funds w i l l  finance t r a i n -  
i n d u s t r i a l  productivity problems, shortages of specialized s k i l l s  ing, both i n  India and i n  t h e  United States ,  of s c i e n t i s t s ,  tech- 
i n  heal th  and education, and managerial problems i n  other f i e l d s .  nicians,  and managers needed t o  improve and expand Indian agr i -  
Projects a r e  designed t o  improve efficiency and increase the  quan- c u l t u r a l  extension services and agr icu l tu ra l  research. 
t i t y  of s k i l l e d  personnel needed t o  support and supplement the  
heavy c a p i t a l  investments India i s  making. About two-thirds of In  addition, the  United States  expects t o  provide over $300 m i l -  
t he  requested funds w i l l  be devoted t o  improving t h e  qual i ty  of l i o n  of food and f ibe rs  under P.L. 480, t o  supplement Ind ia ' s  
Indian education, par t icular ly  i n  engineering and agr icul ture  a t  domestic production of these commodities. 
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G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I L I T A R Y  ASSISTANCE PROGRAM - (Chg.  t o  h i p . ) . .  
( A d d ~ t r o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  . ( -1 I - 

THER M I L I T A R Y  ASSISTANCE . . .................. I - 
TOTAL M I L I T A R Y  ......................... 

L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

TOTAL ECONOMIC AND M I L I T A R Y . . . . .  .......... 248.7 
190.2 

58.5 
. by Asia 

667.8 

454.3 
213.5 

u t i l i z a t  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s  
G r a n t s  

1 39.9 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  : I 2;:: 

hnd .  b/ Includes t Dconomic !9.2 million of lenl  

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  FY 1 9 4 6 - 6 3  - -  .... IBRD . World Bank 145.5 29.9 847.4 
UN Tech. Ass ' t .  (CY) . 3.7 3.8 26.9 ...... UN Special f ind  2.7 3.5 19.9 
1n t ' l .Dev .Assoc ia t ion  62.0 178.0 300. 0 
I n t ' l .  Finance Corp... 0.9 2.5 

S I N O - S O V I E T  BLOC ASSISTANCE 

1 9 6 2  ( C a l e n d a r  Y e a r )  ....................... 32.5 

....................... 1 9 6 3  I C a l e n d a r  Y e a r )  

C u m u l a t i v e  t h r u  1963 . .  ..................... 982.0 



Calendar Years 

BASIC DATA 
Population (millions -- mid-1963) ....... 1.7 

Annual Growth Rate (percent) ........ 2.7 

Arm (1000 square mi les )  ............ 37 
Population Density per square mile .... 47 

.... Agricultural Land as % of Total Area 11 
... Percent of Population in Agriculture 7 5  

Life Expectancy (years) ............ n.a. 
People per Doctor ................. 5. 900 

Literacy Rate (percent) ............. 30-35 
Pupils a s  Percent of Population ........ 17 

(Primary 6 Secondary) 

. . - 

I ~tt~oons JORDAN . GROWTH TRENDS 

500 
GROWTH RATE .. 

GNP 1.0%' 
Populotlon 27% 
'1954 . 1985 

-- -1~Conrurnptlon - 

1959 
iROWTH INDICATORS 

240 ............................................ 
Per Capita GNP (dollars) .................. 1 5 1  

Investment as percent of GNP . . . . . . . . . . . . . . . . . .  12 
Domestic Savings as % of Investment . . . . . . . . . . . . .  -243 
Net Faeign Balance as % of GNP . . . . . . . . . . . . . . .  4 0  

. ........... Agricultural Prod Index (1 952-54= 100) n 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  61 
Wheat (1.000M.T.) .................... 1 0 3  

NTERNATIONAL TRADE (S millions) ...................... Total Exports (1.0.6.). 10 
V e g e t a b l e s  and F r u i t s  ................. (4 )  

Total Imports (c.i.1.) ....................... 113 - 
Trade Balance ......................... -103 

;OLD 6 FOREIGN EXCHANGE (zd,"i{$~:) ...... 8 5  

.......... WHOLESBLE PRICE INDEX ( 1 9 5 e 1 0 0 )  1 0 2  

ZENTRAL GOVERNMENT FINANCES * . Million Dollar Equivalents . 
(FP ending March 31) 1962 1963(% ) 1964(Budget) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  100.1 111.6 125.5 
. . . . . . . . . . . . . . . . . . . .  (Defense Expenditures) (52.4) (54.2) (59.0) 

(Capital Outlays) . . . . . . . . . . . . . . . . . . . . . . . .  (21.1) (23.0) (30.1) 

Total Domestic Revenues .................... 41.1 54.7id 50.1 
AS percent of GNP ....................... 12% 16Sd  14% 

Deficit (-) or Surplus (+) ..................... +1.7 .2.1 .U.8 

*Conver t ed  a t  $2.80 per pound . 
g/ I n c l u d e s  $10 m i l l i o n  e x t r a o r d i n a r y  r e c e i p t s  f rom accumulated T a p l i n e  fees . 
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PROGRAM SUMMARY 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 , - 
Actual Estimated P r o ~ o s e d  

Development Loans - - - d 
Technical Cooperation 7.0 6.0 7.5 
Supporting Assistance 36.0 3L. 0 33.0 

Tota l  A . I . D .  Assistance L3.0 L0.0 LO. 5 

E l ig ib l e  fo r  lending.  

U.S. 0b.iectives and Pol icy  

The primary U.S. objec t ive  remains the  preservation of an inde- 
pendent and s t ab le  Jordan. I t s  collapse could d i s r u p t  t he  p o l i t -  
i c a l  balance i n  the area  and perhaps lead  t o  a renewal of Arab- 
I s r a e l  h o s t i l i t i e s .  

U.S.  a i d  pol icy  i s  designed t o  help t h e  Government of Jordan 
broaden the  base of i t s  support  and strengthen i t s  capab i l i t y  t o  
assume g rea t e r  r e s p o n s i b i l i t y  f o r  meeting i t s  c~urrent  and c a p i t a l  
development cos ts .  The economic and technica l  a s s i s t ance  pro- 
vided i n  the  pas t  c rea ted  a base fo r  continued growth. These 
favorable  growth prospects now make it possible t o  plan on a 
steady,  though gradual ,  reduction i n  U.S. budget support. This 
w i l l  r e q u i r e  the  gov3rnment t o  increase i t s  domestic revenues, 
improve management of i t s  f inancia l  and i n s t i t u t i o n a l  resources ,  
and engage i n  soKd p ro jec t  planning which concentrates on in- 
come and revenue-producing a c t i v i t i e s .  Carrying out  these  measures 
should reduce budget and balance-of-payments d e f i c i t s .  

The A. I .D .  t o o l s  t o  be used include: ( a )  s t ead i ly  reduced cash 
g ran t s  of Supporting Assistance fo r  the  Jordanian budget; ( b )  care- 
f u l l y  se l ec t ed  technica l  cooperation projec ts  concentrated on in-  
come and revenue-producing a c t i v i t i e s ,  coupled with improving 
government management of f i n a n c i a l  and i n s t i t u t i o n a l  r e s su rces ;  
and ( c )  Development Loans f o r  p ro jec t s  which d i r e c t l y  produce 
income. P.L. 480 w i l l  be used t o  provide food and the  proceeds 
used t o  subs t i t u t e  fo r  d o l l a r  expenditures made under the  A . I . D .  
program. 

Promoss.  Se l f -He l~ .  Aid from Others 

Jordan has always been heavi ly  dependent on external  fore ign  a i d ,  
formerly provided by budget subsidy from the  U.K. In 1957, Jordan 

terminated the  U.K.-Jordanian Treaty of All iance and, i n  view of 
t he  r ap id ly  de t e r io ra t ing  s i t u a t i o n  and the  danger t h a t  dismem- 
berment of Jordan could produce violence i n  the  a rea ,  the United 
S t a t e s  assumed the  burden and has since provided the  major con- 
t r i b u t i o n  t o  f inancing Jordan 's  e s s e n t i a l  government opera t ions ,  
including defense. 

The l a r g e  amount of U.S. economic and t echn ica l  a s s i s t ance  pro- 
vided t o  Jordan over t he  l a s t  t en  yea r s  has helped produce a 
l eve l  of development and economic a c t i v i t y  and c rea t e  i n s t i t u t i o n s  
and i n f r a s t r u c t u r e  upon which eventual  v i a b i l i t y  may be more 
securely rooted.  Gross National Product (GNP) i s  increas ing  by 
about 7% a year ,  and per cap i t a  income i s  now about $200, com- 
pared with $150 i n  1959. Gross investment, r e ly ing  heavily on 
foreign resources,  has been increas ing  s t e a d i l y  s ince  1959. A 
highway system now connects a l l  t he  major s ec t ions  and c i t i e s  of 
t he  country. Despite s eve ra l  years  of drought which a f f ec t ed  the  
wheat crop, other a g r i c u l t u r a l  production has improved, l a rge ly  
a s  a consequence of r ap id  increase  i n  canal and well  i r r i g a t i o n  
f a c i l i t i e s  along with imp~,oved extension se rv ices ,  and ag r i cu l -  
t u r a l  c r e d i t  -- a l l  of which have been subs t an t i a l ly  a s s i s t e d  by 
the  United S ta t e s .  Earning from tourism a r e  increasing sharply-- 
from $8 mi l l ion  i n  1959 t o  over $14 mi l l ion  i n  1962, and an e s t i -  
mated $17 mi l l ion  i n  1963. 

A progressive government i n s t a l l e d  ea r ly  i n  1962 undertook a num- 
ber of s i g n i f i c a n t  s t eps  which strengthened the  government's 
capab i l i t y  t o  cope with i t s  own problems. New e lec t ions  and a 
s h i f t  i n  cabinets  occurred in  1963. The current  government ap- 
pears w i l l i ng  t o  car ry  forward most of the  progressive measures 
i n i t i a t e d  by i t s  predecessor. The following apply p a r t i c u l a r l y  
t o  f u t u r e  growth. Legis la t ion  governing the  East Ghor I r r i g a -  
t i o n  p ro jec t  includes provision fo r  the  f i r s t  time f o r  charges 
f o r  water provided from i r r i g a t i o n  f a c i l i t i e s .  Customs d u t i e s  
have been revised  upward. Revision of the  income t a x  law t o  
provide f o r  broader and more equi table  assessment and fo r  more 
e f f e c t i v e  co l l ec t ion  has been approved by the  Cabinet and r e -  
f e r r ed  t o  Parliament f o r  consideration.  A Budget Department has 
been es tabl i shed and a new budget law enacted. A Central  Bank 
was formal13 es tabl i shed i n  December 1963 and i s  expected t o  
begin operations i n  1964. A new Companies Law was passed el imi-  
na t ing  the  confusion r e s u l t i n g  from a m u l t i p l i c i t y  of laws and 
r egu la t ions  formerly in e f f e c t .  A comprehensive labor law and 
s t rong government support of cooperatives increases  the  number 
of l o c a l  self-governing i n s t i t u t i o n s  on which a broader repre-  
sen t a t i v e  

A revised  
be issued 

government s t r u c t u r e  may eventually be based. 

Seven-Year Development Plan (1963-19701, expected t o  
e a r l y  in  1964, is the  product of two years  of c r i t i c a l  
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Jordanian re-examination of a f i r s t  at tempt t o  formulate develop- 
ment goals  and r e f l e c t s  a more r e a l i s t i c  resource  a l loca t ion .  
Although the  t a r g e t  da te  s e t  by Jordan -- 1970 -- for  e l iminat ing  
both t r a d e  and budget d e f i c i t s  i s  probably over-optimist ic,  the  
a r e a s  which have been se l ec t ed  for  concentrat ion of investment -- 
a g r i c u l t u r a l  production ( inc luding water r e sources ) ,  tourism, i m -  
po r t  s u b s t i t u t i o n  i n d u s t r i e s  and mining -- a r e  agreed t o  be the  
most c r i t i c a l  a r eas  i n  which domestic and fore ign  investment must 
be concentrated. 

The In ternat ional  Development Associat ion ( I D A )  has provided loans  
i n  FY 1964 t o t a l i n g  $6.5 mi l l ion  f o r  a g r i c u l t u r a l  c r e d i t  and muni- 
c i p a l  water suppl ies .  

In addit ion,  United Nations Relief  and Works Agency (UNRK4) a s -  
s i s t ance  t o  Pa le s t ine  refugees  in Jordan t o t a l s  $15 mi l l ion  
annually. 

This favorable assessment, which r e f l e c t s  r ecen t  economic devel- 
opments and the apparent  determination of the  new government t o  
improve resource use, does not  imply t h a t  Jordan w i l l  be ab le  t o  
support i t s  current  budget expenditures from i ts  own resources  
i n  the  near fu ture .  Defense expenditures,  including publ ic  secur- 
i t y ,  now t o t a l  near ly  $60 mi l l i on  and account fo r  about ha l f  of 
t o t a l  government expenditures.  To e f f e c t  a  reduction i n  the  bud- 
g e t  d e f i c i t ,  Jordan must l i m i t  increases  i n  ordinary expenditures,  
and take  fu r the r  decis ive  ac t ions  t o  capture t a x  proceeds obtained 
from increased production. For some time t o  come, Jordan w i l l  
face d i f f i c u l t  problems f o r  which it w i l l  r equ i r e  s u b s t a n t i a l  con- 
t i nu ing  budget support .  The present  balance-of-payments d e f i c i t  
presents  an equally d i f f i c u l t  problem, even though the re  a r e  good 
prospects fo r  some improvement, pr imar i ly  from tourism and an 
increase  i n  a g r i c u l t u r a l  production t o  s u b s t i t u t e  fo r  current  
a g r i c u l t u r a l  imports, which now t o t a l  over one-fourth of t h e  t o t a l  
import b i l l .  

The U.K.  i s  providing grant  budget support which amounted t o  $4.2 
mi l l ion  a year for  FY 1963 and FY 1964, and non-interest  bearing 
development loan a s s i s t ance  f o r  t r anspor t a t ion  and water resources  
development of $2.1 mi l l ion  a year i n  FY 1963 and FY 1964. Ger- 
many give  technica l  a s s i s t ance  i n  geologica l  surveys and voca- 
t i o n a l  t r a i n i n g  amounting t o  $600,000 i n  FY 1962 and FY 1963, and 
a loan of $3.8 mi l l ion  f o r  expansion of Aqaba Port  f a c i l i t i e s .  A 
$21 mi l l ion  loan from Kuwait approved i n  Apr i l  1962 i s  earmarked 
fo r  development p ro jec t s ,  inc luding phosphate production and a 
s torage  dam on the Yarmouk River. The UN and other i n t e rna t iona l  
agencies a l s o  provide t echn ica l  and loan a s s i s t ance  t o  Jordan. 

The United S t a t e s  has s t e a d i l y  reduced i t s  Supporting Assistance 
grants  -- from $40 mil l ion  i n  FY 1961 t o  $34 mi l l i on  i n  FY 1964, 
and t o  a proposed $33 mi l l i on  i n  FY 1965. The United S t a t e s  w i l l  
review the forthcoming Seven-Year Plan ca re fu l ly  f o r  new develop- 
ment a c t i v i t i e s  which would b e  e l i g i b l e  f o r  development grant  and 
loan financing. 

Technical Cooperation and Development Grant a s s i s t ance  t o t a l i n g  
$7.5 mill ion i s  proposed f o r  FY 1965. Approximately ha l f  i s  con- 
cent ra ted  i n  th ree  p r i o r i t y  a reas  which serve t o  save fore ign  
exchange and t o  increase  na t iona l  income and government revcnue-- 
the  East  Ghor I r r i g a t i o n  p ro jec t ,  developmcnt of ground water 
resources by the  Central  Water Authori ty,  and tourism. Agricul- 
t u r a l  incomes of t he  f ami l i e s  served by the  Ghor p ro jec t  should 
be doubled when the  p ro jec t  i s  completed i n  1966. These p ro jec t s  
a r e  a l s o  supported by Jordan A r m y  personnel and equipment under 
the  Civic Action program. Tax and budget advisors  a r e  provided 
t o  he lp  Jordan increase  i t s  revenue and improve government man- 
agement. Addit ional  a s s i s t a n c e  w i l l  he lp  improve the govern- 
ment's technica l  and adminis t ra t ive  c a p a b i l i t i e s  i n  other 
departments. 

Proceeds generated under P.L. 480 programs t o  meet emergency 
food d e f i c i t s  a r e  being used t o  s u b s t i t u t e  f o r  d o l l a r s  i n  Tech- 
n i c a l  Cooperation and Development Grant programs wherever 
possible.  The f i r s t  T i t l e  I program agreement was signed i n  
FY 1964 and a requirement fo r  fu r the r  T i t l e  I i s  expected i n  
fu tu re  years.  T i t l e  I s a l e s  w i l l  r e s u l t  i n  balance-of-payments 
savings to  the  A . I . D .  program and t o  the  United S ta t e s .  
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Pakistan 

BASIC DATA ....... Population (millions - mid-1963) 99.5 ....... Annual Growth Rate (percent). 2 - 6  

............ Area (1000 spare miles) 365 
Population Density per square mile. ... 2 73 

Agricultuml Land as % of Total Area .... 31 
... Percent of Population in Agriculture 75 

............ Life Expedancy 35-40 
................ People per -or. 8,700 

............. Literacy Rate (percent) 20 
....... Pupils as Percent of Population. 7 

(Prinmry t Secondary) 

...... . -. .. .............................................. 

$ 81llions 
1962 P r l a l  

PAKISTAN - GROWTH TRENDS 

'"" T" 

Gmrs Natlmal 

8 

Net brcqn Balance 

7 

.- 

1- 
ROWTH INDICATORS Jk . . . . . . . . . . .  Total GNP (in 1962 prices; S millions) 6,695 

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 74 

. . . . . . . . . . . . . . . . .  Investment a s  percent of GNP. 9 
Domestic Savings as % of Investment. . . . . . . . . . . . .  82 
Net Faeign Balance a s  % of GNP. . . . . . . . . . . . . . .  2 

. . . . . . . . . . .  Awicultural Prod. Index (1 952-5& 100) 114 
. . . . . . . . . . . . . . . . . . . . . . . .  Index per Capita 101 

Rice (1,000 MT) ........................ 14,410 

.............. Industrial Prod. Index (1 958= 100) 112 

NTERNATIONAL TRADE fS millions) 
Total Expcits (/.o.b.).  ...................... 321 ............................. Jute, Raw.. (143) 

....................... Total Imports (c .  i.1.) 353 
......................... Tmde Balance -32 

;OLD & FOREIGN EXCHANGE ...... 311 

........... :OST OF LIVING INDEX (1 958= 100). 97 

Calendar Years 
1960 - 1961 1962 1963 E s t .  

:ENTRAL GOVERNMENT FINANCES * 
(FY ending June 30) 

- Milliar Dollar Equivalents - 
1962 1963 ( 8%) 196b(~udget) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  802 1,102 1,427 . . . . . . . . . . . . . . . . . . .  (Delense Expenditures). (228) (236) (255) 
(Capital Outlays). . . . . . . . . . . . . . . . . . . . . . . .  (327) (517) (756) 

. . . . . . . . . . . . . . . . . .  Total Domestic ~ e v e n u e s b /  5% 617 718 
As percent 01 G N P ~ / .  ... 8% 8% n.a. . . . . . . . . . . . . . .  . .  

..................... Deficit (-1 a Surplus (+) -248 -1-185 - 709 
I 

Converted a t  4.762 rupees per U.S.$. 
a/ Higher l eve l  due t o  increased foreign credi ts .  - 
b/ I n  addition t o  the Central Government, the Provincial Governments levy substantial  - 

revenues of t h e i r  om, not included here. 

PREVIOUS PAGE BLANK 



Shadod anas aro SECURITY CLASSIFIED and 
must not bm divulgmd to unauthorimd indi- 

vidual*. All othw nmtwial I* unclassilimd. 

I' i?O GMM SUMMARY 
( I n  m i l l i o n s  of  d o l l a r s )  

FY 1963 FY 1964 F'Y 1965 
Actual  Estimated P r o ~ o s e d  

Ueve lopme~t  Loans 176.8 
Technical  Cooperation 9 . 0  
Contingency Fund 0.3 XXX XXX 

T o t a l  A . I . D .  Ass i s tance  186 .1  198.2 

U.S. Objec t ives  and Pol icy  

U.S. o b j e c t i v e s  a r e  t o  h e l p  P a k i s t a n  maintain i t s  independence and 
deve lop  i t s  n a t i o n a l  u n i t y :  r e t a i n  i t s  Western al ignment:  and con- 
t i n u e  t o  roopera te  i n  main ta in ing  t h e  s t a b i l i t y  and defense of  
South Asia. These o b j e c t i v e s  a r e  se rved  by P a k i s t a n '  s a l l i a n c e  
r e l a t i o n s h i p  with t h e  Tlnited S t a t s s  and i t s  membership i n  C e n t r a l  
T r e s t y  Craoniza t ion  ((;ENTO) and Southeas t  Asia  rea at^-Organization 
(SZATO) . 
The sqhievement o f  t h e s e  a b j e c t i v e s  w i l l  depend t o  a  cons iderab le  
e x t e n t  on U.S. w i l l i n g n e s s  t o  con t inue  t o  help P a k i s t a n  w i t h  i t s  
b a s i c  s e c u r i t y  and ec?nomic needs and on P a k i s t a n ' s  i n c r e a s i n g  
a b i l i t y  t o  use growing amounts of domest ic  resources ,  and f o r e i g n  
a s s i s t a n c e  from a l l  sources ,  f o r  t h e  o r d e r l y  development o f  i t s  
i n s t i t u t i o n s  and economy. Such development must aim both  a t  a 
s u s t a i n e d  i n c r e a s e  i n  p e r  c a p i t a  income and a t  a  r e d u c t i o n  of  
P a k i s t a n  dependencp on e x t e r n a l  a s s i s t a n c e .  

On t h e  p o l i t i c a l  s i d e ,  t h e r e  h a s  been i n c r e a s i n g  d i s s a t i s f a c t i o n  
w i t h i n  P a k i s t a n  concerning i t s  r e l a t i o n s  with t h e  United S t a t e s .  
T h i s  view i s  based on t h e  impasse over  Kashmir and t h e  e x t e n s i o n  
o f  P . S .  m i l i t a r y  a s s i s t a n c e  t o  I n d i a ,  which Pakis tan  s t a t e s  i s  
p o s i n g  a  t h r e a t  t o  i t s  s e c u r i t y  i n t e r e s t s .  Continuat ion of  t h e s e  
r -ondi t ions  can be expected t o  prolong the  d i f f i c u l t i e s  i n  U.S.- 
P a k i s t a n  r e l a t i o n s .  Because i t s  f o r e i m  uol icy  i s  concerned 

i n  suppor t  of  P a k i s t a n ' s  g e n e r a l  economic development. The 
Consortium reviewed P a k i s t a n ' s  S e w n d  Five-Year P lan  (1960-1965) 
and found it a n  adequate framework f o r  aevelopment. Foreign as-  
s i s t a n c e  r e q u i r e d  t o  suppor t  t h e  P l a n  was e s t i m a t e d  a t  $1,972 
m i l l i o n ,  w i t h  t o t a l  investment  e x p e n d i t u r e s  e s t i m a t e d  a t  $4,509 
m i l l i o n .  

The United S t a t e s  suppor t s  t h e  P l a n  g e n e r a l l y ,  b u t  h a s  s e l e c t e d  
f o r  s p e c i a l  a t t e n t i o n  s e v e r a l  major a r e a s  which a r e  e s s e n t i a l  t o  
t h e  success  of  t h e  development e f f o r t .  A g r i c u l t u r a l  development 
must be a c c e l e r a t e d  s h a r p l y  t o  i n c r e a s e  t h e  food supply and i m -  
prove l i v i n g  s tandards .  P r i v a t e  e n t e r p r i s e  must be  given t h e  
necessary  i n c e n t i v e s ,  s e r v i c e s ,  and m a t e r i a l s  f o r  i n c r e a s e d  i n -  
d u s t r i a l  expansion.  The upgrading o f  t h e  educa t ion ,  s k i l l s  and 
h s a l t h  o f  t h e  popula t ion  i s  b a s i c  t o  t h e  long-run success  of  t h e  
development e f f o r t .  Adminis t ra t ive  c o n t r o l s ,  p a r t i c u l a r l y  over  
impor t s ,  must be reduced, thereby  p e r m i t t i n g  a  b e t t e r  a l l o c a t i o n  
and f r e e r  f low of  resources  t o  developing i n d u s t r i e s .  To f inance  
an e n l a r g e d  development e f f o r t ,  e x p o r t s  must be i n c r e a s e d ,  sav ings  
and t a x e s  r a i s e d ,  and r e s o u r c e s  used  more e f f e c t i v e l y .  Adminis- 
t r a t i v e  e f f i c i e n c y  of p u b l i c  agenc ies  concerned wi th  p lanning  and 
implementat ion must be improved. P a k i s t a n  h a s  p l a ~ e d  a  seven- 
f o l d  i n c r e a s e  i n  funds f o r  Family P lanning  i n  i t s  Third P lan  
(1965-1970), a  program e s s e n t i a l  t o  more r a p i d  i n c r e a s e s  i n  p e r  
c a p i t a  income. 

P r o e r e s s .  Self-Helw. Aid from Others  

Although P a k i s t a n  has  made impor tan t  economic p r o g r e s s  s i n c e  i t s  
c r e a t i o n  i n  1947, growth i n  terms of  p e r  c a p i t a  income h a s  been 
slow. A 21% i n c r e a s e  i n  Gross Nat iona l  Product  (GNP) s i n c e  1957 
was l a r g e l y  o f f s e t  by a  15% i n c r e a s e  i n  popula t ion .  A discourag-  
i n g  performance i n  a g r i c u l t u r e  slowed t h e  r a t e  o f  i n c r e a s e  i n  
GNP. Development, however, a l s o  i s  l i m i t e d  by t h e  s c a r c i t y  of 
e x p l o i t a b l e  r e s o u r c e s .  Poor use i s  made of  water  i n  t h e  West and 
P a k i s t a n  has  i n s u f f i c i e n t  l a n d  i n  t h e  E a s t .  Managerial ,  adminis- 
t r a t i v e  and t e c h n i c a l  t a l e n t  i s  s c a r c e  and t h e  e d u c a t i o n a l  system 
does no t  y e t  f u l l y  meet t h e  demands of  a  developing s o c i e t y .  

c h i e f l y  with I n d i a ,  Pak is tan  h a s  sought  t b  complement i t s  p o l i c y  
o f  a l ignment  with the  West by improving r e l a t i o n s  wi th  Communist During t h e  p a s t  decade P a k i s t a n  h a s  been making s t r e n u o u s  e f f o r t s  

and neutralist nations, psrticularly communist china. ~h~  uni ted t o  mobil ize i t s  own r e s o u r c e s  b e t t e r ,  t o  l a y  t h e  b a s i s  f o r  r a p i d  

S t a t e s  repea ted ly  has expressed concern a t  t h i s  latter trend,  bu t  growth in the future, and to achieve some immediate increases in 

P a k i s t a n ' s  cont inued a l l i a n c e  r e l a t i o n s h i p  with t h e  Free World t h e  growth r a t e .  Gross domestic sav ings  r o s e  from 4% of GNP i n  

s t i l l  makes t h e  achievement of  U.S. o b j e c t i v e s  f e a s i b l e  and t h e  1957 t o  8% i n  1963, while  t h e  investment  r a t e  doubled t o  13% of 

p o s s i b i l i t y  f o r  e f f e c t i v e  U.S. programs remains. GNP . 

U.S. a s s i s t a n c e  p o l i c y  i s  to work w i t h i n  the Consortium orean ized  During t h e  F i r s t  Five-Year P lan  (1955-1960) l a r g e - s c a l e  indus-  
by t h e  I n t e r n a t i o n a l  Rank f o r  Recqns t ruc t ion  and Development (IBRD) trial inf ras t ruc ture  was expanded with U.S- and 
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other  fore ign  a s s i s t ance .  The p r iva t e  sec to r  almost doubled i t s  
output  with support from U.S. loans  t o  the  Pakistan I n d u s t r i a l  
Credi t  and Investment Corporation ( P I C I C ) ,  which reloaned these  
funds t o  p r iva t e  i n d u s t r i a l i s t s .  The Second Plan ca l l ed  f o r  a 70% 
increase  i n  development expenditures,  y i e ld ing  a growth of 24% i n  
na t iona l  income. Increased domestic savings,  a  g rea t e r  s e l f -  
su f f i c i ency  i n  food suppl ies ,  and increased exports  were ca l l ed  
f o r .  With three  f u l l  years  of the  Second Plan completed, it i s  ex- 
pected t h a t  na t iona l  income w i l l  have grown 22% by the  end of the  
Plan. Manufacturing output a l ready i s  up 20710, p r iva t e  sec tor  in-  
vestment i s  exceeding t a r g e t s ,  t r anspor t a t ion  and e l e c t r i c  power 
f a c i l i t i e s  have been expanded grea t ly- -a l l  with a s s i s t ance  from 
U.S. loans .  Exports have r i s e n .  The Government has pushed through 
a major t a x  program and t a x  revenues have r i s e n  from 6.5% t o  8.3% 
of GNP between FY 1960 and FY 1964. By the  end of the Second Plan, 
Pakis tan  w i l l  have completed a prepara tory  phase a s  the b a s i s  f o r  
an accelera ted  development program. Nevertheless, major problems 
remain i n  a g r i c u l t u r a l  product iv i ty ,  development adminis t ra t ion ,  
promotion of expor ts  and mobil izat ion of resources.  

Shadmd armar arm SECURITY CLASSIFIED and 
must not bm divulgmd to unauthorizmd indC 

vidualr. All othmr n~atmrial is unclarsiflmd. 

(1n mi l l i ons  of d o l l a r s )  
For 1962 and 1963 For 196L Tota l  

U.S.?' 
Export-Import Bank 
A . 1  . D .  

I BR D/I DA 
Ge many 
U .K.  
Canada 
France 
Japan 
Belgium 
Netherlands 
I t a l y  

Tota l  

I n  the Third Plan (1965-1970), development expenditures w i l l  be 
more than doubled while the fore ign  a s s i s t ance  financed por t ion  
w i l l  dec l ine  from 44% t o  35%. Agr icul ture ,  inc luding a U.S.- 
supported Public Works program, w i l l  rece ive  increased a t t en t ion .  
I f  the  Plan i s  successful ,  per c a p i t a  income w i l l  be r a i sed  by 16% 
over the  f ive-year period.  

I n  1961 the  I B R D  e s t ab l i shed  an i n t e r n a t i o n a l  Consortium f o r  f ree-  
world a s s i s t ance  t o  Pakistan.  The Consortium pledged $945 mi l l i on  
f o r  t he  second and t h i r d  years  of t he  Plan (FY 1962 and FY 1963),  
and $427 mi l l ion  f o r  the  fou r th  year of the  Plan (FY 1964) a s  
follows : 

?$ exclusive of P .L .480 
"* joined the  Consortium i n  FY 1964 

Although the re  a r e  now more donors and somewhat s o f t e r  terms, the  
United S ta t e s  continues t o  urge Consortium members t o  increase  
t h e i r  cont r ibut ions  and improve t h e i r  terms. 

The Indus Basin p ro jec t ,  which i s  an i n t e g r a l  p a r t  of West 
Pak i s t an ' s  water resources development program, i s  described i n  
the section on Contribution t o  In t e rna t iona l  Organizations.  

FY 1965 Program 

Within the Consortium framework U.S. loans w i l l  aga in  be made t o  
help finance the raw ma te r i a l s ,  equipment and spare p a r t s  which 
a r e  an i n t e g r a l  p a r t  of Plan requirements and a re  e s s e n t i a l  t o  
i t s  successful  implementation. Moreover, the bulk of U.S. non- 
p r o j e c t  imports goes t o  the p r iva t e  sec to r  and i s  an important 
element i n  maintaining the pace of p r iva t e  investment a c t i v i t y .  
With an acce le ra t ion  of the development program and completion 
of f e a s i b i l i t y  s tud ie s  f o r  roads, power and water resources,  an 
increas ing  number of p ro jec t  loan reques ts  a re  expected f o r  FY 
1965. Additional f inancing may a l sq  be made ava i l ab le  th rmgh  
e x i s t i n g  p r iva t e  f i n a n c i a l  i n s t i t u t i o n s  f o r  the  r ap id ly  expand- 
ing  pr iva te  sec to r .  The a c t u a l  U .  S. pledge a t  the Spring 1964 
meeting of the Pakistan Consortium w i l l  depend on Pak i s t an ' s  
requirements and performance, and on the cont r ibut ion  of o the r  
Consortium members. 

Pakistan probably w i l l  purchase $155 mi l l i on  of commodities under 
the  four-year Food f o r  Peace, T i t l e  I agreement signed i n  1960. 
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Th3 t echn ica l  cooperation program w i l l  emphasize a g r i c u l t u r a l  i m -  
provement. An in tegra ted  a g r i c u l t u r a l  product iv i ty  program i n  West 
Pakistan i s  focused on revers ing  the encroachment of waterlogging 
and s a l i n i t y  on arable  land.  A p i l o t  scheme i s  demonstrating the  
value of the techniques appl ied .  Loans a l so  w i l l  be made i n  sup- 
po r t  of t h i s  program. I n  East  Pakistan,  where r i c e  i s  the main 
d i e t  i tem, the goal i s  t o  double r i c e  production by 1985 by us ing  
small  pumps, improving extension services ,  and through a  large- 
s ca l e  publ ic  works program supported by P.L. 480-generated local 
currency funds. Work with a g r i c u l t u r a l  un ive r s i t i e s  i n  both 
Provinces supports  these programs. 

To promote and encourage p r iva t e  en te rp r i se  the  United S t a t e s  i s  
helping e s t a b l i s h  a  graduate business administrat ion program a t  
the Universi ty of Karachi. Also i n  t h s  p r iva t e  sec to r ,  advisory 
services  w i l l  be provided t o  increase  product iv i ty  and improve 
production through a  na t iona l  product iv i ty  cen te r ,  and t o  i d e n t i f y  
and develop new investment oppor tuni t ies  through the  newly- 
e s t ab l i shed  Investment Advisory Center. Assistance w i l l  be given 
t o  improve administrat ion i n  public i n s t i t u t i o n s  concerned d i -  
r e c t l y  with development a c t i v i t i e s .  A development grant  program 
i n  public s a fe ty  w i l l  improve the capab i l i t y  of the Pakistan 
pol ice  service  t o  maintain public order.  



Pakistan 
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PROGRAM 

OVERSEAS LOANS AND GRANTS - NET O B L I G A T I O N S  AND LC I AUTHOR l ZAT l ONS 

FOREIGN ASSISTANCE 
ACT PERIOO 

U .  

MARSHALL 
PLAN 

PERIOD 

9 4 9 -  1 9 5 2  

10.6 
- 

10.6 

- 
0.1 - 
(-1 
(-1 
- - 
- - - - 
- - 

0 . 1  - 

0.h 

11.1 - 
11.1 

(1) 
- 
- - - - 

MUTUAL SECURITY ACT PERIOO 

. l . D .  AND PREDECESSOR AGENCIES - T O T A L . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C l A L  PROGRESS TRUST FUND . ................. 
OOD FOR PEACE - TOTAL . . .................... 

T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  . . . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . . . . .  

T I T L E  I - PLANNED FOR LOANS AND GRANTS . . . .  

. . . . . . .  1 0 4 c  - G r a n t s  f o r  Common n e f e n s e  
. . . .  1 0 4 e  - G r a n t s  f o r  E c o n ,  n e u e l o p m e n t  

. . . . . . .  . 1 0 4 e  L o a n s  t o  P r i v a t e  I n d u s t r y  
. . . . . . . . . . . .  . 1 0 4 g  L o a n s  t o  C o u e r n m e n t s  

T I T L E  I  - ASSIT FRCM OTHER COUNTRY SALES A G M I S  
T I T L E  I  I  -EMERGENCY R E L I E F  h ECON. DEV..  . .  
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . . . .  

. . . . . . . . . . . .  T I T L E  I V - D O L L 4 R  CREDIT  SALFS 

XPORT-IMPORT BANK LONG-TERM LO= .......... 
TNER U.S. ECONOMIC PROGRAMS . . .............. 

TOTAL ECONOMIC . ....................... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I L I T A R Y  ASSISTANCE PROGRAM - ( C h g .  t o  App .  ) .  
( A d d ~ t ~ o n a l  G r a n t s  f r o m  E r c e s s  S t o c k s ) .  

THER M I L I T A R Y  ASSISTANCE.. . . . .  . ............ 
........................ TOTAL M I L I T A R Y  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

TOTAL ECONOMIC AND M I L I T A R Y  .............. 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

EL. 77 n e a t  to Pakistan. 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

FY 1 9 6 2  F Y  1 9 6 3  FY 1 9 4 6 - 6 3  - - - . . .  IBRD World Bank h2.9 299.2 
UN IWL ch.slt. (m). . 1:5 1.6 . . .  U.7 
DNSpecialFund.  3.0 - 11.3 
I n t ' l .  Dev. Association 21.0 11.5 32.5 . .  Int'l. Finance Corp. 4 . 0  0 .4  5.8 

S I N O - S O V I E T  BLOC ASSISTANCE 

1 9 6 2  ( C a l e n d a r  Y e a r l . .  ..................... - 
1 9 6 3  ( C a l e n d a r  Y e a r 1  ....................... - 
C u m u l a t i v e  t h r u  1 9 6 3  . ...................... 33.0 



BASIC DATA 
. ... . . . .  Population (millions mid-1963) 

Annual Growth Rate (percent) ........ 
Area (1000 square mi les)  ............ 

Population Density per square mile . . . .  
Agricultural Land a s  % of Total Area . . . .  

. . .  Percent of Population in Agriculture 

Life Expectancy (years)  ............ 
People per Doctor . . . . . . . . . . . . . . . . .  

............. Literacy Rate (percent) 
........ Pupils a s  Percent of Population 

(Primary G Secondary) 

Tu r key  . GENERAL ECONOMIC DATA 

t vdllons TURKEY . GROWTH TRENDS 

1959 
;ROWTH INDICATORS 

Total GNP (in 1962 prices; S m i l l i o m P  ........... 5, 654 
. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 211 

. . . . . . . . . . . . . . . . . .  Investment a s  percent of GNP 1L 
Domestic Savings a s  76 of Investment . . . . . . . . . . . . .  85 
Net Fcreign Balance a s  % of GNP . . . . . . . . . . . . . . .  2 

Agricultural Prod . Index ( 1  952-54= 100) ........... 120 
. . . . . . . . . . . . . . . . . . . . . . . .  Index per Capita 102 

Wheat (1. 000 m) ....................... 5. 850 
Cement Product ion ( 1. 000 MT) ............. 1. 728 

NTERNATIONAL TRADE (S millions) 
Total Exports (1 . o . b. )  ....................... 35h 
Tobacco ............................... 

Total Imports ( c  . i.{. ) . . . . . . . . . . . . . . . . . . . . . . .  (92) 
470 . . . . . . . . . . . . . . . . . . . . . . . . .  Tmde Balance -116 

;OLD 8 FOREIGN EXCHANGE (F!;{B~;) ...... 2 65 

. . . . . . . . . . . .  :OST OF LIVING INDEX (1958= ZOO) 12 7 

:ENTRAL GOVERNMENT FINANCES * 
(FY ending February 28) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . .  ( D e l e m e  Expenditures) 

. . . . . . . . . . . . . . . . . . . . . . . .  (Capitol Outlays) 

Total Domestic Revenues .................... 
A s  percent o{ GNP ....................... 

Deficit (-) or Surplus (+) ..................... 

* Converted a t  9 l i r a  per 1 U.S.8. 

Calendar Years 
1962 

. Million Dollar Equivalents . 

1963 Est  . 

6. 500 
217 

17 
74 
5 

135 
102 

7. 950 

2 7 700 

380 
(85) 
67U - 
-290 

229 

152 
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payments on pas t  debts. A de t a i l ed  review of Turkey's Five-Year 

( I n  mi l l ions  of d o l l a r s )  
FY 1963 FY 19f% FY i965 
Actual Estimated P ro~osed  

Development Loans 
Technical Coo~era t ion  . . 
Supporting Assistance 55.0 6.0 - 

Total  A.I.D. Assistance 130.8 f 10.2 1- 

U.S. Cbjectives and Policy 

The maintenance of Turkey's t e r r i t o r i a l  i n t e g r i t y  and independence 
continues t o  be an i n t e g r a l  element of the  defense of t h e  At l an t i c  
Community. Turkey i s  a valuable member of North At l an t i c  Treaty 
Organization (NATO) and Centra l  Treaty Organization (CENTO). 01r 
primary i n t e r e s t s  a r e  t o  continue Turkey's strong commitment t o  
the  West and i t s  c lose  p o l i t i c a l  and mi l i t a ry  cooperation with the  
United S ta t e s .  

Advancement of these  i n t e r e s t s  depends i n  the long run on the 
fu r the r  emergence of s t a b l e  p o l i t i c a l  i n s t i t u t i o n s  and an accel -  
e r a t ed  r a t e  of economic and soc ia l  development. The United S t a t e s  
supports  Turkey's e f f o r t s  t o  achieve rapid  economic development 
and independence of fore ign  a s s i s t ance .  Turkey's continued prog- 
r e s s  i n  obta in ing increased support fo r  these e f f o r t s  from t h e  
European community i s  i n  the U.S. i n t e r e s t .  Through b i l a t e r a l  
e f f o r t s  and in t e rna t iona l  organizations,  we seek t o  consolidate 
European mi l i t a ry ,  economic and p o l i t i c a l  r e l a t ionsh ips  with 
Turkey, both t o  spur Turkey's development, and t o  involve the  
Europe&ns i n  g rea t e r  r e spons ib i l i t y  f o r  providing adequate and 
s u i t a b l e  ass is tance .  

In 1963, European members of the Organization fo r  Economic 
Cooperation and Development (OECD)  Consortium f o r  Turkey were not  
f u l l y  responsive t o  fore ign  exchange needs of the  Turkish Devel- 
opment Plan. Turkey made in ter im arrangements t o  meet i t s  payment 
requirements by add i t iona l  short-term l i a b i l i t i e s  securedby pledg- 
ing i t s  gold reserve .  Thus,although i ts  gross fore ign  exchange 
holdings had r i s e n  s l i g h t l y  by the  end of t he  yea r ,  i t s  ne t  f o r -  
eign exchange pos i t i on  worsened. In addit ion t o  a higher volume 
of a i d ,  Turkey must have a s s i s t ance  on be t t e r  terms than so f a r  
have been provided by most European nat ions .  Turkey's present  
foreign debt export r a t i o  i s  one of the  worst i n  the  world-+bout 
35% of export  earnings a r e  devoted t o  pr inc ipal  and i n t e r e s t  

Development Plan by Consortium exper ts  shows t h a t  terms offered 
must be improved i f  Turkey i s  t o  meet i t s  Plan t a r g e t  of e l imi-  
na t ing  fore ign  a i d  by 1973. 

Turkey has s u b s t a n t i a l  na t iona l  resources and capacity f o r  more 
rapid economic development. The United S t a t e s  i s  in t e re s t ed  i n  
Turkey's maintaining t h e  momentum of economic a c t i v i t y  and ad- 
vancing t h e  development program a t  a sus ta ined r a t e  through 
b e t t e r  l e g i s l a t i o n  and adminis t ra t ion ,  e spec ia l ly  i n  taxat ion ,  
export promotion and resource management. 

A . I . D .  support  and Turkey's development now has been placed on a 
loan b a s i s ,  except f o r  t echn ica l  cooperation. Supporting a s s i s t -  
ance i s  not  being programmed a f t e r  FY 1964. 

Progress. Se l f  - H e l ~ .  Aid from Other2 

Turkey r ep resen t s  one of t he  main U.S. a s s i s t ance  e f f o r t s  t o  
strengthen the  defense of a s t r a t e g i c  country, while a t  the same 
time t ry ing  t o  make it economically self-supporting.  Turkey has 
achieved a high degree of success i n  meeting i t s  s e c u r i t y  objec- 
t i v e s  and i s  an e f f e c t i v e  a l l y .  Progress has a l s o  been made i n  
economic development. 

Since 1950 the re  has been a s u b s t a n t i a l  increase  i n  the  r a t e  of 
investment (from 11% t o  15% of Gross National Product ( G N P ) ) ,  
most of which was financed by an increase  in  government revenues 
and p r iva t e  savings.  During the  e a r l y  1950's  the  economy grew 
a t  5% per year but l a t e r  i n  the  decade i t s  growth was hampered 
by misuse of resources  and increas ingly  ser ious  fore ign  exchange 
d i f f i c u l t i e s .  Nevertheless, s i g n i f i c a n t  changes i n  the  s t ruc tu re  
of t h e  government, and i n  the  s i z e  and q u a l i t y  of t h e  work fo rc s  
were taking place.  For example, with U.S. he lp ,  Turkey expanded 
i t s  t r a ined  water resources development s t a f f  from 240 t o  12,000 
i n  the  ten-year period from 1953 t o  1963. This s t a f f  now c a r r i e s  
out a comprehensive program t o  supply water t o  250,000 add i t iona l  
acres  of i r r i g a b l e  land each year.  These e f f o r t s  have been sup- 
plemented by development loans fo r  f e a s i b i l i t y  s tud ie s  fo r  fu r the r  
i r r i g a t i o n  and power i n s t a l l a t i o n s  and by t echn ica l  a s s i s t ance  i n  
s o i l  conservation,  farm c r e d i t ,  and fo re s t ry .  P.L. 480 s a l e s  
proceeds a r e  used f o r  ag r i cu l tu re  and f o r e s t r y  work camps which 
provide t r a i n i n g  i n  conservation and farm p rac t i ces  fo r  v i l l a g e  
farmers . 
Over-all performance has improved s ince  the inauguration of t he  
Five-Year Development Plan i n  1963 which aims a t  increas ing  GNP 
by about 40%. Tota l  investment proposed i s  86.6 b i l l i o n  with 
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ex te rna l  a i d  requirements a t  $1.8 b i l l i o n .  The Plan g ives  p r i o r i t y  
t o  agr iculbure ,  indus t ry ,  low cos t  housing, education and heal th .  

During the  f i r s t  year of t h e  Plan period,  important l eg i s l a t io r :  was 
passed Lo obtain more t a x  revenues through increased r a t e s  and from 
formerly exempt ca t egor i e s ,  t o  provide incent ives  f o r  increased 
expor ts ,  t o  i n s t i t u t e  a  population cont ro l  program, t o  encourage 
co l l ec t ive  bargaining and t o  increase  education and hea l th  services .  
Budgetary procedures have been improved. Government revenues rose  
by 20%, and out lays  f o r  current  op2rations were c u r t a i l e d  so  t h a t  
t o t a l  expenditures were financed from non-inflat ionary sources. 
Economic growth i n  1963 i s  est imated a t  over 6%--industrial  pro- 
duction increased lo%,  and a g r i c u l t u r a l  oul.put was except ional ly  
good. 

There a r e ,  however, s e r ious  problems impeding Turkey's e f f o r t s  t o  
be more s e l f - s u f f i c i e n t ,  including an urgent  need fo r  t he  govern- 
ment t o  strengthen t h e  instruments of investment and t o  improve 
Plan implementation i n  both the  publ ic  and p r iva t e  sec to r s .  

In indus t ry  and mining, Turkey i s  responding t o  t h e  U.S. program 
emphasis on s t rengthening the  p r iva t e  sec to r .  The l a r g e s t  s iqg le  
U.S. p ro j ec t ,  the  Ereg l i  S t e e l  M i l l ,  w i l l  begin production i n  l a t e  
1965. Cooley loans  t o  pharmaceutical and t i r e  manufacturers have 
helped increase  production and save fore ign  exchange. The Indus- 
t r i a l  Development and Credi t  Bank has been es tabl i shed t o  meeL the  
need fo r  long-term i n d u s t r i a l  c r e d i t .  

E f f i c i e n t  government management, p a r t i c u l a r l y  i n  s t a t e  economic 
en te rp r i se s ,  is  recognized by Turkey a s  necessary t o  e f f e c t i v e  use 
of i t s  s u b s t a n t i a l  n a t u r a l  and human resources .  A reorganiza t ion  
of the  machine and chemical indus t ry ,  one of t h e  l a r g e s t  s t a t e  
en te rp r i se s ,  has been adopted and i s  being implemented. Operations 
of the  major po r t s  have been improved through s tandardiza t ion  of 
procedures. Separate agencies i n  power and water resource  develop- 
ment have been combined f o r  b e t t e r  coordination i n t o  a  new ministry.  

External  c a p i t a l  a s s i s t ance  from non-U.S. sources i n  1963 was pro- 
vided through t h e  OECD Consortium. Major pledges were: 

( I n  mi l l ions  of d o l l a r s )  

Germany 
U . K .  
I t h l y  
France 
Other European 
Canada ( p r o j e c t )  

Tota l  

Debt ro l lover  was a  l a rge  elemen'; of the European pledges. In 
addi t ion ,  over $65 mi l l ion  of fore ign  exchange needs was covert:d 
by ro l lover  of short-term European Mow Lary Agreament (EMA) c r e d i t s  
and an In ternat ional  Monetary Fund ( I M F )  standby c red i t .  The 1963 
flow from In te rna t iona l  Development Association ( I D A )  c r e d i t s  was 
about $9 mill ion aga ins t  t o t a l  p ro j ec t s  of $26.7 mi l l ion .  Turkey 
has improved i t s  presenta t ion  f o r  the  1964 Consortium sess ions  i n  
an e f f o r t  t o  a t t r a c i ,  more and b e t t e r  f inancing.  

U.S. ass is tance  t o  Turkey w i l l  coctinue t o  be provided l a rge ly  
through the OECD Consortium formed t o  he lp  Turkey finance i t s  
Five-Year D~velopment Plan. Turkey has moved ahead with f eas i -  
b i l i t y  s tudies ,  p a r t i c u l a r l y  i n  water resource development, indus- 
t r y  and tourism and has accelera ted  p ro jec t  preparation i n  theso 
and other f i e l d s .  It i s  l i k e l y  t h a t  A . I . D .  p ro j ec t  loans w i l l  be 
made in  FY 1965 fo r  power i n s t a l l a t i o n s ,  mineral processing and 
manufactlring indus t r i e s .  Program loans w i l l  f inance imports of 
raw maherials  and semi-rinished commodities t o  he lp  maintain pro- 
duction and t h e  pace of investment. 

Ahout $55 mi l l ion  i n  s u r p l ~ l s  commodities w i l l  be needed i n  FY 1965 
t o  cover the food d e f i c i t .  They wi l l  be supplied under a  three-  
year P.L. 480 T i t l e  I program of $161 mi l l ion  signed i n  1963. 

The proposed t echn ica l  cooperation program has seve ra l  aims. The 
pi-ogram in  a g r i c u l t u r e  w i l l  s t r e s s  increased production or1 irri- 
gated land by b e t t e r  water use ,  provision of ag r i cu l tu ra l  c r e d i t ,  
and improved cu l t i va t ion  methods. Assistance i n  such f i e l d s  a s  
planning organization and management and s t a t i s t i c s  w i l l  s t rengthen 
government i n s t i t u t i o n s .  The Turkish p r iva t e  sec tor  w i l l  be helped 
by projec ts  encouraging small indus t ry ,  improving Chambers of Com- 
merce, and promoting mineral exploration.  The program w i l l  con- 
t i nue  t o  emphasize vocational  and t e c h n i r a l  t r a i n i n g  t o  increase  
the  number of s k i l l e d  workers. CI z 
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POST-WAR 
R E L I E F  

OVERSEAS LOANS AND GRANTS - N E T  O B L I G A T I O N S  AND LC AUTHORIZATIONS 

FOREIGN ASSISTANCE 
ACT PERIOD TOTAL 

1 9 4 6 -  
1 9 6 3  

1 ,332 .3  

406.9 
9 2 5 . 4  

..m 
( 4 3 0 . 3 )  
( 1 3 5 . 5 )  

2 9 4 . 8  

94.1 
2 . 3  

5 1 . 8  
146.6 

1.8 
2 5 . 0  
1 2 . 3  

75.4 

1 3 . 0  

1 . 7 5 4 . 6  

692.9 
1,06l.7 

2,211.6 

( 9 5 . 5 )  

1 9 3 . 0  

2,404.6 

2,404.6 

4,159.2 

6 9 2 . 9  
3,466.3 

u. 
MARSHALL 

PLAN 
PERIOD 

9 4 9 - 1  9 5 2  

2 2 5 . 1  - 
8 5 . 0  

140.1 

* - 
(-1 
( - )  

- 

* 

MUTUAL SECURITY ACT PERIOD PROGRAM 

L 

I 

- 

- 

- 

- 
1 

1 

6 m i l l i o n .  

. 1.0.  A I D  PREDECESSOR AGENCIES - TOTAL ...... 
L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 

O C l A L  PROBRESS TRUST FUND ................... I - ....................... 0 0 0  FOR PEACE - TOTAL I - 
T i t l e  I - ( T o t a l  S o l e s  Agreemen i s ) .  . . . . . .  

L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . . . . . .  

T I T L E  I - PLANNED FOR LOANS AND GRANTS. -1 A 

. . . . . . .  1 0 4 c  - G r a n t s  f o r  Common ! ) e f e n s e . .  
. . . .  1 0 4 e  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  

. . . . . . .  1 0 4 e  - L o a n s  t o  P r r v o t e  I n d u s t r y . .  
. . . . . . . . . . . .  1 0 4 g  - L o o n s  t o  G o v e r n m e n t s . .  

T  l T L E  I - ASS'T F K N  OTHER CWJNTEY SALES A G M I S  . 
T I T L E  I  I  - EIVIERGENCY REL l  EF  b ECON. DEV. ..... 
T I T L E  I  I I - VOLUNTARY R E L I E F  AGENCIES..  ..... 
T I T L E  I V  - DOLLAR C R E D I T  SALES. .  . . . . . . . . . . . .  

XPORT-IMPORT BANK LONG-TERM L O A N S  .:. ...... 1 3 2 . 3  

T I E R  U.S. ECONOMIC PROGRAMS.. .............. .( 1 2 . 2  

TOTAL ECONOMIC.. ....................... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I L I T A R Y  A S S l S T A l C E  PROGRAM - (Chg .  t o  APD. ) .  . 
( A d d i t i o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s  J .  1 (1) 

THER M I L I T A R Y  A S S l S T 4 N C E . d . .  .............. .I 68.8 

TOTAL M I L I T A R Y . . . . .  .................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  68.8 

............. TOTAL ECONOMIC AND M I L I T A R Y . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

ASS1 STANCE FROM l NTERNATIONAL AGENC l ES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - - . . . . . .  I B R D  - W o r l d  Bank 60.7 ... UN Tech A s s ' t .  (cY) 0.6 1.1 6.8 
UN Special Fund ....... 0.6 1.9 4.5 
Int ' l .  Dev. A s s o c i a t i o n  - 26.7 2 6 . 7  

S I N O - S O V I E T  BLOC ASSISTANCE 

...................... 1 9 6 2  [ C a l e n d a r  Y e a r ) .  - 

. . . . . . . . . . . . . . . . . . . . . . .  1 1 9 6 3  ( C a l e n d a r  y e a r ) .  

I C u m u l a t i v e  t h r u  1963 . .  ..................... 1 7 . 0  
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CYPRUS 

PROGRAM SUMMARY 

( I n  mi l l ions  of d o l l a r s )  
FY 1963 1964 FY 1965 
Actual Estimated P r o ~ o s e d  

Development. Loans 2.3 2.8 d 
Technical Cooperation 0.7 0.8 0.7 

Total  A.I.D. Assistance 3.0 3.6 0.7 

id E l i g i b l e  f o r  lending. 

must not b. divulgad to unauthoriud indi  
viduals. All 0th.. n~atarial is unrlassillad. 

above t h a t  f i gu re  a s  major spec ia l  fimds proje  
implementation. 

GREECE 

PROGRAM SUMMARY 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated P r o ~ o s e d  

Development Loans 

U.S. a i d  serves t o  achieve t h e  U S .  ob jec t ive  of continued access 
t o  valuable communication f a c i l i t i e s  which were erec ted  before 
Cyprus gained i t s  ir~dependence. S q p o r t  o f  t h e  Cypriot develop- 
xent  e f f o r t  addresses a s  secondary objec t ives  improved Cgpriot 
communal r e l a t ionsh ips  and 'clocking the  growth of Comunist  
s t rength .  

The l e v e l  and content of U.S. a i d  t o  Cyprus during FY 1965 w i l l  
depend on the  Greek and Turkish Cyriots '  f inding a mutually agree- 
able  se t t lement  of t h e i r  d i f ferences .  I f  the p o l i t i c a l  s i t u a t i o n  
o f f e r s  t h e  p o s s i b i l i t y  of e f f ec t ive  ass is tance ,  we would f inance 
$700,000 worth of technical  a s s i s t ance  devoted pr imar i ly  t o  i n s t i -  
t u t i o n  bui ld ing  arid t r a i n i n g  key personnel i n  a r e a s  important t o  
economic development--agricultural and water resources development, 
development planning, and management assista'nce t o  the  new Develop- 
ment Bank. 

A small amount of development lending may be authorized i f  s u i t a b l e  
p ro jec t  app l i ca t ions  a r e  received. Because Cyprus i s  able  t o  
se rv i ce  debt  a t  harder i n t e r e s t  r a t e s ,  such loans would bear a t  
l e a s t  a 3-1/2% i n t e r e s t  r a t e .  

Cyprus has been able  t o  obtain f inancing from non-U.S. sources f o r  
i ts  major development needs. Cypriot foreign exchange earnings 
from the  B r i t i s h  bsses alone average '$45 mill ion a year. The U.K.  
gave $4.9 mi l l ion  of budget support i n  1963; l e s s e r  amounts w i l l  
be made a v a i l a b l e  f o r  196.4 and 1965. The In ternat ional  Bank f o r  
Reconstruction and Development ( I B R D )  made a $21 mi l l ion  loan t o  
increase  power output and d i s t r ibu t ion .  West Germany has loaned 
'$4 mi l l i on  fo r  water development p ro jec t s ,  and i s  expected t o  loan 
'$1 mi l l i on  t o  the  Cyprus Development Bank. The UN has a t echn ica l  
s s s i s t a n c e  program of '$200,000 a year ;  t o t a l  UN out lays  w i l l  r i s e  

Greece has progressed t o  t h e  point  where economic assistance--  
g ran t s  and loans on concessional terms--may soon no longer be  needed. 
Supporting Assistance and Development Grants were stopped i n  
FY 1962. A.I.D. loans i n  FY 1963 were made a t  2$ and 3-1/2$ 
i n t e r e s t  and those  proposed f o r  FY 1964 w i l l  be  a t  3-1/2$ 
i n t e r e s t .  Such loans a s  mav be made i n  FY 1965 would bear  at 
l e a s t  3-112% i n t e r e s t .  

Greece i s  e l i g i b l e  a l s o  f o r  Export-Import (&-?in) Bank loans and 
surplus  a g r i c u l t u r a l  commodities under P.L. 480. Mi l i t a ry  Ass is t -  
ance (w) w i l l  continue. Increased financing of Greek develop- 
ment by European countr ies  and i n t e r n a t i o n a l  agencies, such a s  
IBRD, i s  expected. Foreign p r iva t e  investment--including American-- 
i n  Greece i s  on the  increase  a l s o  a s  t h e  country becomes a more 
a t t r a c t i v e  place f o r  such investment. 
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A. I. D. plans t o  make ava i l ab l e  i n  FY 1965 up t o  

PROGRAM S W R Y  

(1n mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated f i o ~ o s e d  

Development Loans 
Technical Cooperation 
Supporting ~ s s i s t a n c e  0.5 - - 
Contingency Fund 1.7 X X X  XXX 

Tota l  A . I . D .  Assistance 23.L 13.3 12.9 

The bas i c  ob jec t ive  of U.S. a i d  pol icy  toward I r a n  i s  t o  a s s i s t  
i t s  economic and i n s t i t u t i o n a l  development a s  a means of s t rength-  
ening t h e  count ry ' s  determination and a b i l i t y  t o  safeguard i t s  
independence. 

I r a n  has undertaken t o  improve i t s  economy through comprehensive, 
long-term development plans.  The Second Plan, succes s fu l ly  con- 
cluded i n  September 1962, increased t h e  Gross National  Product 
( G N P )  by an average of about 5% per year.  Achievements under t h e  
Plan included cons t ruc t ion  of multipurpose dams, t h e  beginning of 
a  na t iona l  highway system, a i r p o r t  cons t ruc t ion ,  and r a i l r o a d  ex- 
tens ion  and modernization. I n  September 1962, t h e  government 
began i t s  Third Plan, which w i l l  end i n  March 1968. The primary 
objec t ive  of t h e  Third Plan i s  expressed i n  terms of a  t a r g e t  
growth r a t e  of 6% per annum i n  GNP. Other goals  inc lude  a widen- 
ing of t h e  productive base of t h e  econony through ilicreased indus- 
t r i a l i a a t i o n ,  increased employment oppor tun i t i e s  t o  keep pace with 
t h e  number of new e n t r a n t s  i n t o  t h e  labor  fo rce  and a more equi- 
t a b l e  d i s t r i b u t i o n  of income. A key element i n  I r a n ' s  moderniza- 
t i o n  d r ive  i s  t h e  Land Reform Program, which i s  breaking down t h e  
t r a d i t i o n a l  feudal  s o c i a l  s t r u c t u r e  of I r an .  A modern c i v i l  
s e r v i c e  law prepared with t h e  a s s i s t ance  of U.S. advisors  and a 
v i l l a g e  autonomy law have been submitted t o  t h e  Parliament. The 
Government has embarked on a crash l i t e r a c y  program using t h e  
s e rv i ces  of army conscr ip ts .  

O i l  revenues a r e  t he  p r i n c i p a l  source of f inancing  I r a n ' s  develop- 
ment plan. They have been r i s i n g  much more r a p i d l y  than  o r i g i n a l l y  
es t imated  i n  t he  Plan. Therefore,  I r an  should be ab l e  t o  f inance 
a l a r g e  proport ion of i t s  development from i t s  own resources  and 
t o  t ake  loans  on harder terms. 

~ e v e l o k e n t  Loans t o  h e l ~  f inance Third plan p ro i ec t s .  Loans w i l l  
A " 

bear a medium term i n t e r e s t  r a t e  of a i  l e a s t  3-1/2%. If t h e  
present rate of progress continues,  Iran should be able .to relg on 
khe Ex-In Bank, the IBRD, and commercial sources of financing by 
FY 1966. I r a n  a l ready has arranged for  some European commercial 
c r e d i t s  t o  f inance  development p ro j ec t s .  The IBKD i s  considering 
making loans,  and t h e  Ex-Im Bank has o f f e r ed  $5.7 mi l l ion  i n  loans  
i n  FY 1964. 

I ran  continues t o  need t echn ica l  a s s i s t ance .  I t s  government ma-  
chinery and development i n s t i t l l t i o n s  a r e  no t  y e t  capable of car-  
ry ing  out t h e i r  funct ions  i n  an e f f i c i e n t  and s k i l l e d  manner. 
Consequently reform programs and Third Plan p ro j ec t  formulat ion 
and implementation a r e  delayed or  i n e f f i c i e n t l y  executed. During 
t h e  pas t  decade American advisors  have helped I ran  e s t a b l i s h  new, 
a s  wel l  a s  upgrade and expand o ld ,  i n s t i t u t i o n s  f o r  t r a i n i n g  i t s  
own people i n  modern s k i l l s  and knowledge. They a l s o  have helped 
t h e  Government of I r an  wi th  t h e  d i f f i c u l t  t a s k  of s e t t i n g  up new 
governmental machinery f o r  channeling publ ic  s e rv i c s s  t o  i t s  
c i t i zens ,  even i n  remote v i l l ages .  As a r e s u l t  of t h e  progress 
achieved and because the  UN is  now prepared t o  enlarge  i t s  tech- 
n i c a l  a s s i s t ance  program, t h e  United S t a t e s  is  now i n  a pos i t ior .  
t o  red-ure t h e  s ca l e  of i t s  t e chn ica l  cooperat ion a c t i v i t i e s  and 
concentrate i n  a reas  which r e q u i r e  spec i a l  a t t e n t i o n .  Since t h e  
success of t h e  land reform program r e s t s  on t h e  a b i l i t y  of t he  
I ranian  Government t o  provide extens ive  r u r a l  advisory and c r e d i t  
serv ices  fo r  t he  new peasant  landowners, t h e  a g r i c u l t u r a l  element 
of t h e  Technical Cooperation program w i l l  be emphasized. We w i l l  
continue a l s o  programs i n  t h e  f i e l d s  of vocat ional  education and 
government adminis t ra t ion .  

PROGRAM SUMMARY 

( 1n m i l l i  011s of d o l l a r s  ) 
1963 1964 FY 1965 

Actual Estimated P r o ~ o s e d  

Development Loans 45.0 20.0 

The United S t a t e s  has provided over $950 mi l l i on  i n  a s s i s t a n c e  t o  
I s r a e l  s ince  i t s  c r ea t ion  i n  1948. This a i d ,  together  with o the r  
ex t e rna l  a s s i s t a n c e  t o  I s r a e l ,  combined wi th  t h e  energy and 
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fo re s igh t  of the new nat ion ,  has r e s u l t e d  i n  one of t he  h ighes t  
economic growth r a t e s  i n  the  world. In recognit ion of t h i s  eco- 
nomic progress,  Supporting Assistance was terminated in  FY 1961, 
and Development Grants ended t h e  following year. Losn terms have 
been progress ive ly  hardened from 3/4% i n t e r e s t  i n  FY 1962, t o  2% 
i n  FY 1963, and 3-1/2% i n  FY 1964. I f  loans  are  made t o  I s r a e l  i n  
FY 1965, t h e  i n t e r e s t  r a t e  w i l l  be a t  l e a s t  3-1/2$. I s r a e l  w i l l  
continue t o  be e l i g i b l e  for loans  from the  Ex-Im Bank and surplus  
a g r i c u l t u r a l  commodities under P.L. 480. 

P.L. 480 s a l e s  a r e  expected t o  amount t o  approximately $27 mil l ion  
i n  FY 1965. During FY 1964 and 1965 I s r a e l  is expected t o  ask  f o r  
Ex-Im Bank loans  t o t a l i n g  about $12 mi l l ion  in each year.  

NEPAL - 

PROGRAM SUMMARY 

( I n  mi l l ions  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Prouosed 

Development Loans - 1 .0  d 
Technical Cooperation 3.9 3.7 3.6 

Tota l  A . I . D .  Assistance 3.9 ~ . 7  3.6 

id E l i g i b l e  fo r  lending. 

U.S. a s s i s t ance  t o  se lec ted  aspects  of Nepal's development program 
serves  t o  strengthen Nepal and helps t o  maintain t h e  independence 
of t he  country,  which l i e s  between China and India .  U.S. a s s i s t -  
ance pol icy  concentrates on helping t o  l a y  the b a s i s  fo r  economic 
and s o c i a l  gro-dth. Through our a id ,  t h e  United S t a t e s  encourages 
the  Government of Nepal t o  introdllce needed reforms and t o  f inance 
a l a r g e r  share of i t s  o m  development. 

Nepal's development program, financed mainly from foreign a i d ,  has 
produced s ign i f i can t  economic and s o c i a l  changes, but much remains 
t o  be done. Primary school enrollment has r i s e n  from 20,000 t o  
210,000 in  the  pas t  e igh t  years ;  t h i s  i s  s t i l l  only 19% of t h e  
chi ldren  of primary school age. 

With U.S. a s s i s t ance  an I n d u s t r i a l  Development Corporation (IDC ) 
was e s t ab l i shed .  The Government has begun t o  overhaul i t s  

a d m i n i ~ t r a t ~ i v e  system, and t o  improve the  land tenure system. 
Tenants' r ight ,s  a r e  now guaranteed, t he  l and lo rd ' s  share of farm 
production has been reduced by law, and taxes  which previously 
went t o  t h e  landlord now go t o  the  s t a t e .  Tax r a t e s  on land were 
increased 60% during the  l a s t  two years ;  and t h e  increased t a x  
r e tu rn  w i l l  he lp  f inance the  dcvelopaer~t program. 

The proposed $3.6 mi l l ion  Technical Cooperation and Development 
Grant program w i l l  continue t o  fund p r o j e c t s  i n  primary and second- 
a r y  teacher  t ra in ing,  a g r i c u l t u r a l  extension and community develop- 
ment, Sorest  resources exp lo i t a t ion ,  government management, and 
strengthen the  operations of t h e  IDC.  Nepal 's  f o r e s t  resources 
represent  a major aspect  of t h e  econorny which has not y e t  been 
f u l l y  exploi ted;  they could provide the  b a s i s  f o r  much higher gov- 
ernment revenues and fore ign  exchange earnings.  A development 
loan a l s o  may be considered t o  provide add i t iona l  c a p i t a l  t o  
Nepal's I D C ,  which alrexdy has made loans t o  a match fac tory ,  a 
ho te l ,  a  br ick  and t i l e  f ac to ry ,  and t o  ju t e  and sugar mi l l s - -a l l  
p r iva t e  en te rp r i se  projec ts .  

I n  add i t ion ,  $9.0 mi l l ion  i n  U.S.-owned Indian rupees i s  expr-cted 
t o  be made ava i l ab le  t o  Nepal i n  FY 1965--87.5 millior. equivalent  
i n  grants  and $1.5 mi l l i on  equivalent  oc a loan bas is .  These 
rupees f inance both the  l o c a l  currency cos ts  of development proj -  
e c t s  and Indian goods and se rv ices  used i n  the  development program. 
With these  rupees and the  d o l l a r  a s s i s t ance  i n  combination, t he  
United S t a t e s  i s  making a major cont r ibut ion  t o  Nepal's develop- 
ment e f f o r t .  

Thus f a r ,  t he  United S t a t e s  has provided over ha l f  of Nepal's ex- 
t e r n a l  economic a s s i s t ance ,  India has provided approximately one- 
t h i r d ,  t h e  UN and other f r e e  world sources 7%, and the  Sino-Soviet 
bloc 7%. 

UNITED ARAB REFUBLIC 

PROGRAM SUMMARY 

( I n  mi l l ions  of d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Prouosed 

D~velopment Loans 36.3 0-20.0 15.0-24.0 
Technical Cooperation 2 .3  1.7 2.1 
Contingency Fund 10.0 XXX XXX 

Tota l  A . I . D .  Assistance L8.6 1.7-21.7 
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The United Arab Republic (UAR) i s  t h e  l a r g e s t ,  most populous, and 
i n  many ways t h e  most i n f l u e n t i a l  of t h e  Arab count r ies .  U.S. 
po l i cy  seeks  t o  h e l p  t h e  UAR channel i t s  ene rg i e s  i n t o  i n t e r n a l  de- 
velopment, +,o make t h e  country a f o r c e  f o r  s t a b i l i z a t i o n  i n  t h e  
Near Eas t  and t o  s t r sng then  t h e  a r e a ' s  c apac i t y  t o  r e s i s t  Cou~rllunist 
pene t ra t io r , .  

m i l l i on ,  Japan $26.1 m i l l i o n ,  w i t h  sma l l e r  amounts from Nethen  
lands,  Sweden and Switzerland 

I n  addi t ion ,  t h e  Communist b loc  ha; provided a t o t a l  of about  $740 
mi l l i on  in  l o a n s  s i n c e  1955. 

In  mid-1960 t h e  UAR s t a r t e d  i t s  f i rs t  economic development plan.  
The o b j e c t i v e  of t h i s  ten-year program is  t o  double n a t i o n a l  in -  
come. However, t h e  exper ience  of  t h e  p a s t  t h r e e  and a h a l f  yea r s  
i n d i c a t e s  t h a t  investment  goa l s  have gene ra l l y  been t o o  h igh  and a 
number o f  observers  be l i eve  t h a t  UAR p r i c i n g  and s o c i a l  wel fa re  
p o l i c i e s  have i n h i b i t e d  economic growth. On t h e  o the r  hand, t h e  
government's l and ,  t a x ,  and educa t ion  reforms a r e  s i g n i f i c a n t  s t e p s  
i n  i t s  program t o  r e d i s t r i b u t e  wealth and r a i s e  t h e  s t a t u s  of t h e  
peasantry.  Annul1 per  c a p i t a  income i n  t h e  UAR i s  only about  $125. 

To a l l e v i a t e  a balance-of-payments c r i s i s  i n  1961/1962 t h e  I n t e r -  
na t ion31  Monetary Fund (IMF) developed a $112 m i l l i o n  s t a b i l i z a t i o n  
program i n  which t h e  United S t a t e s  and European c o u n t r i e s  p a r t i c i -  
pated.  The U.S. con t r i bu t i on  was a $30 m i l l i o n  loan .  The s t a b i -  
l i z a t i o n  program r e v i s e d  t h e  exchange r a t e  and placed c e r t a i n  
checks on imports .  The balance-of-payments d e f i c i t  was no t  reduced 
i n  1963, d e s p i t e  reasonably  c l o s e  a p p l i c a t i o n  of  t h e  measures. 
Consequently, t h e  UAR expressed i n t e r e s t  i n  a second standby a r -  
rangement, on tsrms t o  be agreed w i th  t h e  IMF. They a l s o  have r e -  
quested a d d i t i o n a l  f inanc ing  from t h e  United S t a t e s  i n  1964 t o  
suppor t  a r e v i s e d  s t a b i l i z a t i o n  e f f o r t .  The U.S. response  t o  t h i s  
r eques t  w i l l  be based l a r g e l y  on evidence concerning t h e  s t e p s  t h a t  
t h e  UAR i s  t a k i n g  t o  e l im ina t e  t h e  p r i n c i p a l  causes of t h e  fo r e ign  
exchange imbalance. 

The major form of U.S. a s s i s t a n c e  t o  t h e  UAR i n  FY 1965 w i l l  con- 
t i n u e  t o  be s a l e s  o f  a g r i c u l t u r a l  commoilities under T i t l e  I of  P.L. 
480. The amended multi-year agreement c a l l s  f o r  s a l e s  valued a t  
$U9 m i l l i o n  dur ing  FY 1965. 

A.I.D. p lanning  l e v e l s  f o r  1965 i nc lude  $2.1 m i l l i o n  f o r  t e c h n i c a l  
coopera t ion  p r o j e c t s  and $15 h $25 mll;t.f,on o f  loans .  Technica l  
coopera t ion  funds w i l l  be  used t o  cont inue  engineer ing  educa t ion  
a s s i s t a n c e  t o  Ass iou t  Un ive r s i t y  t o  he lp  meet t h e  i nc r ea sed  need 
f o r p r o f e s s i o n a l  s k i l l s  i n  upper Egypt. These funds-also w i l l  f i-  
uance m r t h e r  work by  RCA i n  e s t a b l i s h i n g  a communications t r a i n i n g  
cen t e r ,  and cont inue  groundwater r e s ea r ch  and development i n  t h e  
Western Desert .  

Other f r e e  world a i d  sources  from which t h e  UAR drew loans  and sup- 
p l i e r  c r e d i t s  from 1959 through June 30, 1963, a r e  IHRD $54.0 m i l -  
l i o n ,  U.K.  $47.8 m i l l i o n .  West Germany $59.5 m i l l i o n ,  I t a l y  $98.4 

PROGRAM SUMMARY 

( I n  m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual  Est imated P r o ~ o s e d  

Support ing Ass is tance  5.6 5.2 4.4 

The p r i nc ipa l  U.S. o b j e c t i v e  i s  t o  deny t h e  u se  of Yemen a s  a base  
t o  f o r c e s  h o s t i l e  t o  v i t a l  Western i n t e r e s t s  i n  t h e  Arabian Pen- 
i n su l a .  This  o b j e c t i v e  is  endangered by t h e  l a c k  of  a s t a b l e  or 
e f f e c t i v e  government, an impressive Sov i e t  a i d  program, and t h e  
. unce r t a in t i e s  engendered by  t h e  September 1962 r evo lu t i on  and 
ensuing c i v i l  s t r i f e .  Yemen has t r i e d  t o  move from a f euda l  mon- 
archy t o  a modern r epub l i c .  The coup l e d  t o  cont inu ing  s t r i f e  
w i t h i n  Yemen, w i th  t h e  UAR suppor t ing  t h e  new government whi le  
Saudi Arabia supporte-l e l enen t s  of t h e  o ld  regime. A p o l i t i c a l  
se t t l ement  acceptab le  t o  t h e  warring Yemeni p a r t i e s  has not  y e t  
been achieved. 

In  t h e s e  circumstances, t h e  United S t a t e s  has concentrated i t s  a i d  
e f f o r t s  on completing t h e  p r o j e c t s  undertaken i n  FY 1960 and 1961. 
The cost, of t h i s  program i n  FY 1965 i s  $4.4 mi l l i on  of Support ing 
Ass is tance .  The major p r o j e c t ,  t h e  road from Mocha t o  Sana'a v i a  
Ta iz ,  w i l l  be completed by t h e  end of FY 1965. Construct ion of a 
34-mile spur r o s d  from Taiz  t o  t h e  Aden border i s  contemplated, t o  
provide an improved l i n k  w i th  t h a t  Western-control led a r e a .  This  
s ec t i on  a l s o  would be completed i n  FY 1965. The Taiz  water  supply 
p r o j e c t  should be completed dur ing  t h e  f i s c a l  year .  Tra in ing  as-  
s i s t a n c e  i n  t h e  maintenance of municipal  water systems, and i n  de- 
veloping r u r a l  water  s u p p l i e s  through w e l l - d r i l l i n g  w i l l  continue.  
We w i l l  a l s o  cont inue  t h e  s cho l a r sh ip  program under which Yemeni 
s t uden t s  a t t e n d  h igh  s choo l  i n  Be i ru t  s o  t h a t  they  can q u a l i f y  f o r  
t h e  American Un ive r s i t y  o f  Be i ru t  (AUB) and u l t i m a t e l y  provide  
Yemen w i th  badly  needed admin i s t r a t o r s  and technic ians .  
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Other countries a l so  have ass i s ted  Yemen. The Chinese Communists 
b u i l t  a $17 million road from Hodeida t o  Sana'a. The Russians 
have constructed an a i r f i e l d  a t  Sana'a and have improved the por t  
of Hodeida. West Germany  has been conducting a program of tech- 
n ica l  ass is tance i n  agr icul ture  and has established a c red i t  f o r  
other projects.  Kuwait has provided limited budget support. 

CENTRAL TREATY ORGAMZATION (cENTo~ 

PROGRAM SUMMARY 

(1n millions of dol lars  ) 
FY 1963 E-Y 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperation 0.5 0.5 0 -5  
Supporting Assistance 1.7 19-7 0.4 

Total A. I.D. Assistance 2.2 20.2 0.9 

The U.S. objective i n  supporting t h e  CENTO program i s  t o  promote a 
community of in te res t  among CENT0 countries, and increase t h e i r  
appreciation of the  advantages of regional collaboration. A l l  
CENTO project  proposals a r e  reviewed by CENTO working groups and 
approved by the  CEN'O Economic Committee. 

Assistance t o  CENT0 cap i ta l  projects  has been concentrated on com- 
munications projects;  roads, railroads,  telecommunications and a i r  
;systems. In  FY 1964 long-term loans tota l ing $18.5 million from 
'Supporting Assistance were authorized t o  be made t o  Turkey and 
Iran t o  finance the foreign exchange costs of completing t h e  CENTO 
Railway Project. These funds w i l l  help complete t h e  f i n a l  181- 
mile sect ion of the  railway between Van, Turkey and Shahpur, Iran, 
l inking the Turkish and Iranian railways. 

I n  addi t ion t o  the  FY 1964 funding shown above, up t o  $1 million 
may be required f o r  one-year maintenance and operations contract 
costs f o r  the CENTO Telecommunications Pro ject. This w i l l  provide 
a t ra in ing  and breaking-in period which was not provided fo r  i n  the  
construction contract and which was recornended by the  construction 
contractor and confirmed i n  February 1964 by the  U.S. A n q  Signal 
Corps a s  expert advisors t o  A.I.D. 

I n  FY 1965, $400,000 of Supporting Assistance funds a r e  required t o  
finance continued Federal Aviation Agency technician costs t o  in- 
sure proper ins ta l l a t ion  of equipment under the  A i r  Navigational 
Aids Projects.  A technical Cooperation program of $450,000 w i l l  

finance a number o r  regional conferences on technical problems, 
provide American experts i n  specif ic  regional programs, and cover 
foreign exchange costs of t r a in ing  programs carr ied out under t h e  
CENT0 k l t i l a t e r a l  Technical Cooperation Fund. 

REGIONAL PROGRAMS 

PROGRAM S m  

(1n millions of do l la r s )  
fl 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperation 2.8 2.2 2.4 

The major regional project  i s  par t ic ipant  t r a in ing  a t  the  AUB. 
About 630 contract par t ic ipants  w i l l  be t ra ined i n  FY 1964; a 
similar number w i l l  be programmed f o r  FY 1965. About 480 p a r t i c i -  
pants come from over half of the  countries within the NESA Region; 
about 150 from a number of countries i n  Africa. Participants from 
Africa w i l l  be funded by the  A.I.D. Africa Bureau i n  FY 1964 and 
i n  subsequent years. 

AUB f a c i l i t i e s  have been used f o r  the  t ra ining of par t ic ipants  
since 1951. Through 1962, 1,843 par t ic ipants  completed t ra in ing  
i n  f i e l d s  such as  public health (708), agr icu l tu re  (398), educa- 
t i o n  (328), and engineering (174). Of these  308 come from 
Pakistan, 248 from Iran, 232 from Jordan. 

During the  1963-64 academic year 117 par t ic ipants  from the IWSA 
Region were registered i n  t h e  f i e l d  of agriculture,  106 i n  educa- 
t ion, 94 i n  engineering, 54 i n  public administration, and 34 i n  
business administration. Of these, 274 were regis tered a s  under- 
graduate degree candidates, 94 were doing graduate work, and 37 
were regis tered fo r  special  one-year courses. Eighty par t ic ipants  
from the  NESA Region were a l so  regis tered i n  various f i e l d s  of 
health. 

Training a t  t h i s  American-supported i n s t i t u t i o n  has provided a 
c o m n  bond among the  leaders and future  leaders of countries ex- 
tending from t h e  Atlant ic  Ocean t o  the  Bay of Bengal. 

Other projects  regionally funded include seminars and regional 
conferences, and technical advisors working on regional matters, 
f o r  example, i n  par t ic ipant  training, malaria eradication and 
water resources. 
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U S .  f r r c a l  Years - Mtl [tons of D o l l a r s  
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U . S  F ~ a e a l  Years - Mzl l r a n r  o f  D o l l a r *  
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EPAYMENTI 
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U . S .  OVERSEAS LOANS AND REPAYMENT! 
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LOAl - 

1 9 6 2  
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6.8 
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PROGRAM 

.1 .0 .  A 1 0  PREDECESSOR AGENCIES - TOTAL. .  h .  l .O. AN0 PREDECESSOR AGENCIES - TOTAL.. 30.3 
Laanr  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10.0 
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . .  20.3 

............... LOCIAL PROGRESS TRUST FUN0 - 

: 0 0 0  FOR PEACE - TOTAL.. ................. 1 5 . 5  - 
T ~ t l r  I . ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . .  (10.2) 

L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  ... (3.6) 

... T l T L E  I  - PLANNED FOR LOANS b GRANTS 

1 0 4 c  - G r a n t s  f o r  Common n e f e n r e . .  . . .  - 
104e  - C r a n t s  f o r  E c o n .  l 7 e u e l o p n e n t . .  - 
1 0 4 e  . L o a n s  t o  l v r i v a t c  I n d u s t r y . .  . . .  1.5 
1 0 4 g  . Loans t o  c o u e r n m e n t r . .  . . . . . . . .  5.1 

T I T L E  I - f f iS 'TFF(MOTHERCWNTR(f f iFd*(T 'S. . .  - 
T I T L E  I  I  - E'4ERGENCY R E L I E F  & ECON. DEV.. - 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . .  8.9 
T I T L E  I V  -DOLLAR CREDIT  SALES. . . ....... - 

..... iKPORT-IMPORT BANK LONQ-TERM LOANS.. 2.1 

........... ITHER U.S. ECONOMIC PROGRAMS.. - 

..................... TOTAL ECONOMIC 47.9 
Loon, . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18.7 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 9 . 2  

l l l l ~ r ~ r  A S S I S T .  P R O G R A N  - ( C h g .  t o  ~ p p .  1 .  34.9 
( A d d r t i o n o l  C r m t s  from Ezcers S t o c k s ) .  (19.7) 

............... OTHER MIL ITARY ASSISTANCE - 

..................... TOTAL M I L I T A R Y  
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
C l a n  1 s . .  . . . . . . . . . . . . . . . . . . . . . . . . .  3 4 . 9  

TOTAL U.S. ECONOMIC AN0 M I L I T A R Y . . .  . 82.8 - 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18.7 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  64.1 

OTHER ASSISTANCE 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C I A L  PROGRESS TRUST FUN0 ............... 
0 0 0  FOR PEACE - TOTAL. .................. 

. . .  . Tt  t l e  I ( T o t a l  S a l e s  A g r e e m e n t s ) .  
. . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

T l T L E  I  - PLANNED FOR LOANS b GRANTS... 

. . .  . 1 0 4 c  G r a n t s  f o r  Common n c f r n r r . .  
104e  - S r o n t s  for  E c o n .  D e u c l o p n e n t . .  
i 0 4 e  . L o o n s  t o  f r r v o t e  I n d u r t r  y . . . . .  

. . . . . . . . . .  . 1048  Loons  t o  Governments 

. T I  T L E  I - ASSIT F R U  OTHER COUNTW AGWT'S.. 
T l T L E  1 I  -E'IERGENCY R E L I E F  & ECON. DEv.. 
T I T L E  I l l  -VOLUNTAPY R E L I E F  AGENCIES ... 
T I T L E  I V - D O L L A R  CREDIT  SALES... . . . . . . .  

:XPORT- IMPORT BANK LONQ-TERM LOANS.. ..... 
ITHER U.S. ECONOMIC PROGRAMS ............. 

TOTAL ECOIOMIC ..................... 
Loanr . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I l L l r r a r  A S S I S T .  p n o o a r w  - ( c h g .  t o  APP.  ). 
( A d d ~ t z o n . 1  C r o n t r  f rom Ercerr S t o c k s ) .  

OTHER M I L I T A R Y  ASS ISTANCE. .  ............. 
TOTAL M I L I T A R Y . . . .  ................. 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

TOTAL U.S. ECONOMIC AND MILITARY.. . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loanr 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

OTHER ASS I STANCE 

I I N O - S O V I E T  BLOC ASSISTANCE ICY). . . . . . .  .. 
LSSISTANCE FROM INTERNATIONAL AGENCIES 

IBRD - World Bank... ................... 
CrN Tech. Ass't. (CY) ................... 
UN Spec ia l  f i n d  ........................ 

INO-SOVIET  BLOC ASSISTAMCE ICY) . . . .  . . . . . .  
SSISTANCE FROM INTERNATIONAL AGENCIES 

* Less t h a n  $50 ,000 .  

UN Tech. Ass'L. (a) .................... 
UN Spec ia l  Fund......................... 
I n t  '1. Finance Corp.. .................... 

0.3  

0.4 
0.6 

0.4 

0.9 

2.5 
2 . 1  

0.6 
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I N T E R E S T  
1 9 4 6 -  
1 9 6 3  

T O T A L  
L E S S  

EPAYMENT! 
A N D  

I N T E R E S T  

NS A N D  
I O N S  AN? 
I O N S  

T O T A L  
1 9 4 6 -  
1 9 6 3  

g3.J 

18.7 

a 
(- 1 
( - )  

- 

2.5 

0.9 

2 E  
0.9 

21.2 

46.2 
(3.3) 

EPAYMENT 
A N D  

I N T E R E S T  
1 9 4 6 -  
1 9 6 3  

T O T A L  
LESS 

P A Y M E N T I  
A N D  

I N T E R E S T  

U . S .  OVERSEAS I 
1 O B L l 8  
UTHOR I ; - 

1 9 6 3  

,RANTS . 
LOAI  - 

1 9 6 2  

RANTS - 
LOAP 

1 9 6 2  

PROGRAM PROGRAM 

l . 1 . D .  AMD PREDECESSOR A G E M C I E S  - T O T A L . .  . I . O .  AMD PREDECESSOR A O E M C I E S  - T O T A L . .  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROPRESS TRUST FUMD ............... O C l A L  PROQRESS TRUST FUND ............... 
.................. 0 0 0  FOR P E A C E  - TOTAL.  ................. FOOD FOR P E A C E  - T O T A L . .  

. . .  T i t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . .  

. . . .  . T r r l e  I (Tota l  S a l e s  A g r e e a r n t s )  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  . . . .  

. T I T L E  I  - P L A N N E D  FOR L O A N S  6 GRANTS. .  

. . .  104c . G r a n t s  f o r  Connon  n r f e n r e .  
iO4e - G r a n t s  for E c o n .  D ~ v e t o ~ n ~ n t . .  

. . . . .  10$e . Loans  to ? r i v a t e  I n d u s t r y  
104g . L o a n s  t o  d o v e r n m e n t s  . . . . . . . . . .  

T I T L E  I  - P L A N N E D  FOR LOANS 6 GRANTS. . .  

104c - C r m l r  for Common 1)e fenre  . . . . .  
104e - S r o n t r  for E c o n .  D e v r l o p n r n t . .  
104e - L o a n s  t o  ~ " r i v a t s  I n d u s t r y  . . . . .  
1048 - Loans to C o v r r n n r n t r . .  . . . . . . . .  

T I T L E  I - ASSST F l X M  OTHER CWNTRf AGih(T*S . 
T I T L E  I I - E IERGENCY R E L I E F  &'ECON. DEV.. 
T I T L E  I I I - V O L U N T A R Y  R E L l t F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S . . . . . .  . . .. 

T I T L E  I  - ASS5'T F a  OTHER C W N T W  AGWT'S. .  
T I T L E  1 I  - &'.IEH;ENCY R E L I E F  & ECON. L E V . .  
T I T L E  I  I  I  - V O L U N T A R Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  .......... 

E X P O R T - I M P O R T  BAMK LOMQ-TERM LOAM$.. ..... 
OTHER U.S.  ECOMOMIC PROQUAUS ............. 

X P O R T - I M P O R T  BARK L O I Q - T E R M  LOAMS.. ..... 
T l E R  U.S. ECOMOMIC PROGRAYS ............. 

T O T A L  ECOMOMIC ..................... 
L o o n r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

..................... T O T A L  ECOMOMIC 
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Grants . . . . . . . . . . . . . . . . . . . . . . . . . . .  

-- - -- -- - 

MILITARY A S S I S T .  PROQUAY - ( C h p .  l a  A Q Q . ) .  
( A d d ,  t ton .1  G r a n t s  f r o m  Excerr S t o c k s )  

I L l T A R Y  ? S S l S T .  PROQRAM - ( C h g .  t o  AQD.  ). 
( A d d i t i o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  

OTHER U l L l T A R Y  A S S I S T A M C E . . .  ............ OTHER M I L I T A R Y  A S S I S T A M C E  ............... 
T O T A L  M I L I T A R Y . . .  .................. 

Loan* . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  

..................... T O T A L  M I L I T A R Y  
Loans . . . . .  ! . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. l C O M O M l C  AMD M I L I T A R Y . .  ... T O T A L  U.S. E C D I O M I C  AMD M I L I T A R Y . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r n n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASS1 STANCE OTHER ASSISTANCE 

S I M O - S O V I E T  BLOC A S S I S T I I C E  I C Y )  ......... I M O - S O V I E T  BLOC A S S I S T A M C E  ( C Y I  ......... 1 1.4 1 - [ 218.0 

S S I S T A M C E  FRDY I M T E R M A T I O M A L  A G E M C I E S  1 A S S I S T A M C E  FROM I M T E R M A T I O M A L  AGEMCIES 
IBRD - World Eank ..................... 
UN Tech. Ass 't. (CY) .................. 

....................... Sli Special Fund .................. Int'l. Finv lce  Corp. 

I I 
Less than $50,000. 

I 

IBRD - World Bank... ................... ................... UN Tech. k e ' t .  ( a )  ........................ UNSpecialFund 

- 
0.6 
1.7 



l  SRAEL 
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NEPAL 
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- 
EPAYMENl  

AN 0  
I N T E R E S l  

1 9 4 6 -  
1 9 6 3  

TOTAL 
L E S S  

IEPAYMENT! 
AND 

l  N T E R E S T  

U . S .  OVERSEAS LOANS AN0 
;RANTS - N E T  O B L l  GAT1 ON5 ANC 

:PAYMENT 
AN 0  

N T E R E S T  
1 9 4 6 -  
1 9 6 3  

U . 5 .  OVERSEAS L O A N S  AN0 TOTAL 
L E S S  

!PAYMENT 
A N 0  

I N T E R E S l  

3 0 . 9  

;RANTS - N E T  O B L l  

I PROGRAM 
l O N 5  

T O T A L  
1 9 4 6  - 
1 9 6 3  

L O A I  - 
1 9 6 2  

PROGRAM L O A I  - 
1 9 6 2  

L .  1 . 0 .  AND PREDECESSOR A G E N C I E S  - TOTAL. .  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROGRESS TRUST FUND ............... 
i O O 0  FOR PEACE - T O T A L  ................... 

T t t l e  I . ( T o t a l  S o l e s  A g r e e m e n t s )  . . . .  
. . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  

T I T L E  I  - PLANNED FOR LOANS & GRANTS. . .  

0  . G r a n t s  f o r  Common D e f e n s e . .  . .  
i04e - C r a n t s  f o r  E e o n .  D e u e l o p n r n t . .  

101!e - L o o n s  t o  ? r r v a t e  I n d u r t r ~ .  . . . .  
. . . . . . . .  i O b g  - L o a n s  t o  C o v e r n s c n t s  

T I T L E  I  - A S l T  FR(M OTHER COUNTRY AGWT'S.. 
T I T L E  I I  - E'IERGENCY 7 E L I E F  & ECON. D E V . .  
T I T L E  I l l -  VOLUIUTAPY R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E C I T  S A L E S  . . . . . . . . . .  

iXPORT- IMPORT BANK LONG-TERM LOANS.. ..... 
............ I T H E R  U.S. ECONOMIC PROGRAMS. 

..................... TOTAL ECONOMIC 
Loanr . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

I L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 

( S O C I A L  PROGRESS TRUST FUND ............... I 
I FOOO FOR PEACE - TOTAL ................... I I ~ t t l e  I - ( ~ o t . 1  S ~ I ~ I  ~ g r e e m e n t s )  . . . .  

L e r r :  ( P l a n n e d  f o r  U . S .  U s e r ) .  . . .  I 
I T I T L E  I  - PLANNED FOR LOANS 6 GRANTS.. . I 

1Obc - G r a n r r  f o r  Common D e f e n s e  . . . . .  
1 0 4 e  - G r a n t s  f o r  E c o n .  D e u e l o p m e n t . .  
1Ohe - L o a n s  t o  P r i v a t e  I n d u s t r  J . . . , .  

. . . . . . . . . .  1 0 4 g  - L o o n s  t o  C o v e r n n e n t r  

T I T L E  I  - ASSIT FR(M OTHER COLlNTRl & M I S  . 
T I T L E  I  I  - E ' I E R G E N I Y  R E L I E F  6 ECON. DEV.. 
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . . . . . . . . . .  

I EXPORT- IMPORT BANK LONG-TERM LOANS.. ..... I 
OTHER U.S. ECONOMIC PROGRAMS ............. 

TOTAL ECONOMIC ..................... 
Loanr  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  t 

M l L l r r a r  A S S I S T .  P a o a a r w  - ( c h g .  t o  A P P .  ). ~ ( A d d i t i o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  

! 
OTHER M I L I T A R Y  A S S I S T A N C E  ............... 

.................... 
- 

T O T A L  M I L I T A R Y .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  Loanr  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n t r  

T O T A L  U . 8 .  ECONOMIC AND M I L I T A R Y . . . .  . 
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t *  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

4 l L l T A R Y  A S S I S T .  PROGRAM - ( C h p .  t o  A p p .  ) .  
( A d d ~ t t o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E . . .  ............ 
.................... T O T A L  M I L I T A R Y .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

TOTAL U.S. ECONOMIC A I D  M I L I T A R Y . . . . .  

Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

OTHER ASSISTANCE OTHER ASSISTANCE 

S I N O - S O V I E T  BLOC A S S I S T A N C E  I C Y 1  ......... I - 
I I N O - S O V I E T  BLOC A S S I S T A N C E  I C Y ) . .  ....... I n . a .  I - 

A S S I S T A N C E  FROM I N T E R I A T I O N A L  A G E N C I E S  
IBRD - World Bank...................... 
UN Tech. Ass ' t .  (CY) ................... 
UN Spec ia l  Fund........................ 

I I 
Less than $ 5 0 , 0 0 0 .  

4 Rupees from F'Y 1957 Ind ia  s a l e s  agreement. 

25.0 
0.4 
0.5 

S S I S T A N C E  FROM I N T E R N A T I O N A L  AGENCIES 

................. UN Tech. Ass't. (cY). .  
................... IJN Special  Fund.....  

0 . 5  - 0 . 6  



S Y R I A  

1l.S F t r c o l  Ysarr - M ~ l l l o n s  of Dollars 

U A R  ( E G Y P T )  

U S. F ~ r r o l  Yrorr - M l l l z o n s  o f  D o l l a r s  
- - - - . 

(1 S  OVERSEAS L O A N S  AND 
R A N T S  - M E T  OGL I G A T I O N S  AN@ 

- - ~ - .  

-PAYMFfIT 
AND 

I N T E R E S T  

1 9 4 6 -  
1 9 6 3  . ~ .  

2-. 0 

2. i l  

5 2 

( - 1  
( - )  

3s 

0 . 3  
p C 

17.7 

12.7 

L1.S. OVERSEAS LOANS AND 
R A N T S  - N E T  O B L I G A T I O N S  AN? 

A L I T W R I Z A T I O N S  

E P A Y M E N T  
AND 

I N T E R E S T  
1 9 4 6 -  
1 9 6 3  

TOTAL 
L E S S  

:PAYMENT 
AND 

I N T E R E S T  

I O N 5  
T O T A L  
1 9 4 6 -  
1 9 6 3  .-. 

._6 

106.7 
6b.9 

(524.3 
(99.9 

4e4.4 

25.7 
611.7 
??S.O 

24.3 
123.2 

47.8 

11.1 

PROGRAM 
L O A t  

1 9 6 2  

PROGRAM L O A t  ........ 

1 9 6 2  

" ---- 
,I-.Ol AND PREOECESSOR A G E N C I E S  - TOTAL. .  A . I . D .  C I O  PREDECESSOR A G E N C I E S  - T O T A L . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

LO.", . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

i O C I A L  PROGRESS TRUST FUND ............... - -. - ............... S O C I A L  PROGRESS TRUST FUND 

................... FOOO FOR PEACE - TOTAL :DO0 FOR P E A C E  - T O T A L . .  ................. -- 
T l t l c  I - ( T o t a l  S a l e s  4 g r r c m e n t s ) . .  . .  

L c s r :  ( P l o n n r d  f o r  U . S .  U s e r ) .  . . .  
. . . .  . T t t l e  1 ( T o t a l  Sales A g r e e m e n t s )  
.... L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

. ~ I T L E  I - FIANIA FOR LOANS b GRANT'S.. 

104c - G r a n t s  f o r  Common Drfenrr  . . . . .  
I O l e  - C r a n t s  f o r  E c o n .  P e v r l o p n r n t .  
lO4e - L o a n s  !o P r t u a t e  I n d u s t r y  . . . . .  
f04g  - l o a n s  t o  C a v e r n n c n t r  . . . . . . . .  

... T I T L E  I  - P L A N N E D  FOR LOANS b GRANTS 

104c  - G r a n t s  f o r  Common D e f e n s e  . . . . .  
l 0 4 c  - C r a n t r  f o r  E c o n .  D r v e l o p n c n t . .  

. .  104. - Loans  t o  P r i v a t e  I n d u s t r y . .  
. . . . . . . .  . 1048 L o o n s  t o  C o v c r n n c n t r  

. T I T L E  I  - ASSIT F R M  OTHER COUNTRY AGFWTIS.. 

T I T L E  I  I  - E'4ERGENCY R E L I E F  b ECON. DEV. .  
T I T L E  I  I  I  - V O L U N T A R Y  R E L I E F  A G E N C I E S . .  . 
T I T L E  I V  - D O L L A R  C ? E C I T  S A L E S  . . . . . . . . . .  

T I  T L F  I - ASS?? W W  OTHER CiUNTRf A G M I S . .  
T I T L E  I  1 -- C ' l t r 1 6 T N C Y  P E L  I  E F  d ECON. D E V . .  

. T I T L E  I  I I - VOLC'ITARY QEL I E F  A G E N C I E S . .  
. ....... T I T L F  I  V - P I L L A ?  C P E C I T  S 4 L E S . .  

L X P O R T - I M P O R T  BANK LONG-TERM L O A N S . .  ..... . - -. -. -- 
............. I T H E R  U.S. ECONOMIC PROGRAMS 

T O T A L  ECONOMIC ..................... 
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t ,  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I I L I T A R Y  A S S I S T .  PROGRAM - ( C h O  l o  A v v . ) .  
( A d d r  t t o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s  j .  

E X P O R T - I M P O R T  1111 LONO-TERM LOANS. .  ..... 
............. OTHER U . S .  E C O U O Y l C  PROORAMS 

..................... TOTAL ECONOMIC 
L o a n s .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Crontn ........................... 

M I L I T A R Y  A S S I S T .  PROQRAM - ( C h o .  l o  A v v .  1. 
( A d d t t l o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  

OTUER M I L I T A R Y  A S S I S T A N C E  ............... 
..................... T O T A L  M I L I T A R Y  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTUER M I L I T A R Y  A S S I S T A M C E  ............... 
..................... T O T A L  M I L I T A R Y  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S.  ECONOMIC A N 0  M I L I T A R Y . . . . .  

- - -- 

T O T A L  U.S.  ECONOMIC A I D  M I L I T A R Y . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  Losnm 
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  ~. 

OTHER ASSISTANCE OTHER ASSISTANCE 

S I U O - S O V I E T  BLOC A S S I S T A N C E  I C Y ) . .  1 15.0 ....... S I I O - S O V I E T  BLOC A S S I S T A N C E  I C Y \  ......... 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

..................... IBRD - World Bank 
UN Tech. A s s ' t .  (CY) ................... ....................... UN Spec ia l  Fund 

I S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E R C I E S  
U N T e c h . A s s ' t .  (CY) ................... 0.5 
UN ?pec ia l  Fund ........................ 2.6 



YEMEN 
U . S .  F t o c ~ l  Y e o r s  - M t l  ltonr o f  D o l l a r s  

U . S .  OVERSEAS LOANS AND 
- 
EPAYMENT 

AND 
I N T E R E S T  

1 9 4 6 -  
1 9 6 3  

TOTAL 
L E S S  

EPAYMENT: 
AND 

I N T E R E S T  

PROGRAM 

R A N T S  - 
LOAI - 

1 9 6 2  

T OBL I  
UTHOR l - 

1 9 6 3  

. I . O .  A I D  PREDECESSOR AGENCIES - TOTAL.  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n l r  . . . . . . . . . . . . . . . . . . . . . . . . . .  

i O C l A L  PROGRESS TRUST F U I O  .............. 
: 0 0 D  FOR PEACE - TOTAL.. ................ 

T t t l e  I - ( T o t a l  S o l e s  A g r e e m e n t s ) .  . .  
L e s s :  ( P l a n n e d  f o r  U . S .  Ores) . . .  

T I T L E  I  - PLANNED FOR LOANS 6 GRANTS.. 

1 0 4 c  - C r o n t r  f o r  Common n e f e n r e . .  . .  
lO4e  - G r a n t s  f o r  E c o n .  n e u e l o p n ~ n t ,  
1 0 4 e  - Loons  t o  P r i v a t e  I n d u r t r  p... 
lOOg - L o a n s  t o  % v r r n m r n t r . .  . . . . . .  

T I T L E  I - 6 S ' T  F a  OTHER C W N T R l  AGW'S.. 
T I T L E  I  I  - E'KRGENCY R E L l  E F  6 ECON. DEV. 
T I T L E  I I I  -VOLUNTARY R E L I E F  AGENCIES. .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . . . . . . . . .  

' I P O R T - I M P O R T  BANK LONG-TERM LOANS.. .... 
ITHER U.S. E C O l O M l C  PROGRAMS ............ 

.................... TOTAL E C O I O M I C  
Loono . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a t r  . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - -- - -- 

I l L l T A R Y  A S S I S T .  PRODRAY - ( C h p .  t o  ADD. ) 
( A d d t t t o n o l  G r a n t s  f r o m  E x c e s s  S t o c k o )  

OTHER M I L I T A R Y  A S S I S T A N C E  .............. 
TOTAL M I L I T A R Y  .................... 

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - 

TOTAL U.S. ECONOMIC A I D  M I L I T A R Y  .... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loons 

C r a n l r  . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE 

S S I S T A I C E  FROM I I T E R I A T I O I A L  A G E l C l E S  

UNTech.  Ass''. ( C Y )  ................... 0 . 2  
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FY 1965 PROGRAM 

Country 

TOTAL 

3urma 

:hina (Taiwan] 

ndonesia 

(orea 

,aos 

Total 

Type of Assistance 1 
(Thousands of Dollars) I 

Loons ~evelo~ment Assistance 
Grants 

- 15,000 

is, 000 



U.S. economic assistance i s  a prime weapon i n  the struggle fo r  
freedom and the deense  of U.S. security in the Far East. A . I . D .  
programs i n  t h i s  area of persis tent  Communist threat  and attack 
a re  essent ial  elements of U.S. national security pol icies  designed 
t o  contain communism and promote the growth of healthy societ ies .  

FAR EAST REGIONAL STATEMENT 

Shadad an.# arm SECURITY CLASSIFIED and 
IIIUS~ not b. divulgmd lo unwthoriad hab 
viduds. All othmr nmtarial is uncl.ssifl.d. 

Aid t o  the Republic of Korea has prevented i t s  f a l l  t o  communism 
and helped l a y  a basis for  economic growth. Thailand has been 
helped i n  strengthening i t s  internal  security and assuring steadS; 
economic gains t o  its people. The more subtle forms of C o m i s t  
po l i t i ca l  penetration, too, have fa i led  t o  capture control of any 
Far Eastern government receiving U.S. aid. Lndonesia, s t i r r ed  by 

The unique character of each of the  Far Eastern countries has re- 
quired considerably different  foreign assistance programs in each 
case. Despite great d i f f i cu l t i e s ,  including recent unfavorable 
developments i n  Cambodia and Indonesia, these programs i n  large 
measure have succeeded. The l i ne  has been held, from Korea around 
the arc  through Taiwan t o  Southeast Asia. Moreover, economic 
growth has taken place, par t icular ly in Japan, the  Republic of 
China, Thailand, the  Philippines and British-assisted Malaysia, 
a l l  countries where t he  security threat  has been contained and 
responsible governments have promoted economic and social  progress 
and made the best use of foreign assistance. Today only three Far 
Eastern countries remain heavily dependent on U.S. economic as- 
sistance--Vietnam, Laos, and Korea--all three standing a t  c r i t i c a l  
f ron t ie rs  of the  free world's confrontation with c o d s m .  

The Cormrmnist Challenge 

South Vietnam's independence i s  threatened. A long and d i f f i cu l t  
struggle l i e s  ahead. Though it is too soon t o  t e l l ,  the govern- 
ment appears l i ke ly  t o  prosecute the war e f for t  vigorously. With 
our help the Communists' major bid f o r  conquest can be defeated. 
Despite a deterioration over the l a s t  few months i n  the  Delta 
region, progress has been made in the central  and northern areas 
of the country, par t icular ly in the coastal provinces. Throughout 
the  northern two-thirds of the country the s t rategic  hamlet pro- 
gram in which A . I . D .  assistance plays a major role  has developed 
well and there has been a growth of freedom of movement i n  the  
ru r a l  areas. 

In  Laos during the past decade, the Pathet Lao has conducted an 
unrelenting campaign t o  subvert the Royal Lao Government and gain 
control of the countryside. Today despite the Geneva Accords, the 
Viet-Mbh-supported Pathet Lao continues i ts  piecemeal mil i tary 
aggression and poses a direct  and inmediate challenge t o  the 
Government of National Union under Prince Souvanna Phouma. This 
Government, which i s  now effect ively a union of conservatives and 
neutral is ts ,  must have U.S. economic, po l i t i c a l  and mil i tary sup- 
port i f  it i s  t o  continue t o  r e s i s t  the Pathet Lao. 

I n  both countries U.S. assistance i s  making it possible fo r  inde- 
pendent nations t o  defend themselves against the nibbling process 
t he  C o m i s t s  c a l l  ltwars of l iberation." 

internal  conflicts between the largest  C d s t  party outside of 
the bloc and the  largest  army i n  Southeast Asia, and a recipient 
of massive assistance from C o d s t  countries, remains neutral  
and open to persuasion by the  United States and other f ree  world 
nations. The situation, while not encouraging, is  f a r  be t te r  than 
i f  Indonesia were a C m u n i s t  s ta te .  American influence, &- 
fied and targeted by tr-g and advls0l.g prajects has been a 
key factor in t h i s  continuing struggle. 

It i s  true t h a t  b i l l ions  of dol lars  have been spent on aid with- 
out causing t he  C o d s t  challenge t o  vanish. It is  equally 
t rue  tha t  hundreds of b i l l ions  of dol lars  have been spent on U.S. 
national defense, and the C o m i s t  challenge remains. Certainly 
no American would argue tha t  for  t h i s  reason our national defense 
expenditures were wasted. Similarly, there is  no basis  for  argu- 
ing that  our foreign aid was fo r  naught. Prevention of Communist 
takeover in a country as a just i f icat ion of a id  seems t r i t e  only 
because it has been repeated fo r  so many years. It i s ,  nonethe- 
less ,  s t i l l  valid. The e f for t  would have been worthwhile i f  de- 
fense against c o m i s m  had been i ts  only accomplishment, but in 
fact ,  it also contributed t o  the economic strength of n o n - C o d s t  
Asia. 

Development Progress 

Behind the securi ty  shield tha t  our aid has helped support, re- 
sources and ta len ts  a re  being applied t o  the slow and d i f f i cu l t  
tasks of economic and social  development. On Taiwan, the Republic 
of China has not only maintained i ts  independence but has suc- 
ceeded beyond the hopes of i t s  friends a decade ago in sustaining 
a broadly shared economic growth. Indefinite dependence on U.S. 
economic aid t o  offset  Taiwan's huge defense burden seemed cer- 
t a i n  in the ear ly  1950's. The accomplishments of the Free 
Chinese ref lect  great credi t  upon t he i r  industry, ingenuity and 
effective use of U. S. aid. The United States can also be proud 
of its role in t h i s  development. The Chinese have nearly reached 
the point where A . I . D .  assistance w i l l  no longer be needed. 
China has even begun t o  give technical assistance t o  other de- 
veloping countries i n  Asia and Africa. A . I . D . . I s  present inten- 
t ion i s  that,  barrinp an unexpected deterioration in Taiwan's 

I economy, the modest program fo r  FP 1965 nill be the Last A.I.D. 
q e s t  for China. 
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Another br ight  spot i s  t h e  t rans fe r  of power in other Far Eastern 
countries i n  recent years t o  governments comit ted t o  accelerated 
economic growth. The Philippines o f fe r s  an example in Asia of de- 
velopment carr ied out within t h e  framework of a f r e e  society. Its 
dynamic, f ree  enterprise economy helps t o  make it an example f o r  
Asia of what the  United S ta tes  intends in promoting freedom and 
soc ia l  progress i n  the  less-developed countries. With t h e  a s s i s t -  
ance of t h e  Export-Import (EX-1m) Bank, the  International Bank f o r  
Reconstruction and Development (IBRD) and other f r e e  world sources, 
t h e  Philippines has achieved a 5% economic growth ra te .  This i s  
of f se t ,  however, by one of t h e  highest population growth ra tes  in 
t h e  Far East,  about 3.2%, and the  Philippines must therefore do 
even more t o  speed up the growth in i t s  econonly. A . I .D .  i s  doing 
i ts  par t  in t h i s  e f fo r t  by helping the  Philippines t o  push agri-  
c u l t u r a l  development, improve governmental procedures and give 
fu r ther  stimulus t o  t h e  pr ivate  indus t r i a l  sector.  I n  view of t h e  
special  re la t ionship between the  United States and i ts  former 
t e r r i t o r y ,  A.I.D. wi l l  a l so  make loans t o  the  Philippines f o r  
worthy development projects  f o r  which appropriate a i d  from other 
f r e e  world sources is  not forthcoming. 

, *  . * . .  p - -, - -----  - . _  
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obligations f o r  the  Mil i tary Assistance 
(see below) have declined from a FY 1962 peak of about $850 mil- 
l i o n  t o  an estimated $525 mil4ion i n  FY 1961, and a proposed $495 
miU;t~n i n  FY 1965. 

The Far East estimate of $379.7 million f o r  economic assistance 
compares with actual  a i d  obligations of $443.1 million in FY 1963 
and $319.5 million now estimated i n  FY 1964. The FY 1964 f igure  
marks a sharp dip  in t h e  downward curve because it r e f l e c t s  si- 
multaneous declines in t h e  Republic of China's need f o r  cap i ta l ,  
termination of t h e  Cambodia program and delays i n  f e a s i b i l i t y  and 
other s tudies  preliminary t o  committing funds t o  c a p i t a l  projects  
i n  several  countries, which it i s  now proposed t o  undertake in 
t h e  coming year. 

Thailand, although threatened by t h e  danger of insurgency spread- 
ing across the  Mekong from Laos, has achieved and maintained a 
r a t e  of economic growth of about 5-1/2%, which of fe r s  t h e  promise 
of subs tan t ia l  nat ional  development i n  the  innnediate future.  
A . I . D .  c a p i t a l  assistance has been reduced in recent years, a s  
other  f r e e  world nations and i n s t i t u t i o n s  have met more of 
Thailand's foreign investment requirements. 

Even Korea, although s t i l l  heavily dependent on t h e  United States  
is undertaking a steadily-expanding development program. It i s  
s t i l l  i n  United States '  a s  wel l  a s  South Korean i n t e r e s t s  t h a t  the  
t h r e a t  f romthe  north be met by a l a rge  continuing defense e f fo r t .  

A s  Korean production and exports have grown, however, A.I.D. has 
been ab le  t o  reduce t h e  t o t a l  of Supporting Assistance t o  Korea 
from about $200 million a few years ago t o  a proposed @5 m i l k i a n y  
f o r  FY 1965 while increasing both loans f o r  economic developent  
and P.L. 480 sales.  

U.S. economic assistance programs i n  t h e  Far East under the  Mutual 
Security appropriations, which to ta led  about $700 million i n  1958 
and 1959, a re  now about half  t h a t  despite the heavy demands of 
Vietnam. Whereas in t h a t  period t h e  Far East took about half  of 
t h e  world-wide t o t a l  of funds obligated by the foreign a id  agency, 
today t h i s  region requires about 15%. A t  the same time, 

FAR EAST: REDUCTIONS IN SUPPORTING ASSISTANCE 
FY 1955-63 Average vs. FY 1964 Program 

(Millions of Dollars) 

Korea Viet Nam Chino Laos Thailand Philippines 

Supporting Assistance 

Supporting Assistance grants  t o  Far Eastern countries during the 
period 1955-1963 averaged $565 million annually and $262 mil l ion 
is  proposed f o r  FY 1965. The Republic of China and t h e  Philip- 
pines no longer receive Supporting Assistance, and none is plan- 
ned f o r  Indonesia in 1965. This kind of a i d  f o r  Thailand is  
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confined t o  in te rna l  security projects. Korea's grant support has 
been greatly reduced. Only i n  Laos has A.I.D. been forced t o  s e t  
aside plans for  a substantial reduction in grant f inancial  support, 
because the unavoidable postponement of mil i tary demobilization has 
necessitated greater rather than less  U.S. and other Western as- 
sistance. As noted, the war i n  Vietnam also continues t o  require 
a substantial American outlay'. 

Supporting Assistance funds finance essent ial  commercial c o m d i t y  
import programs in Vietnam, Korea and Laos. They also buy counter- 
insurgency supplies and services for  Vietnam, Laos and Thailand. 
Supporting Assistance must be used t o  f u l f i l l  a grant commitment 
made t o  Burma i n  1959 of $18.1 million for  the second segment of 
t he  Burma highway project, which wi l l  be deferred from FY 1964. 

development lending i n  the Far East corresponds t o  project allo- 
cations but is  not a measurement of capi ta l  requirements. In  
several countries insecurity and the costs of counterinsurgency 
present serious obstacles t o  investment in longer-term development. 
In other countries, there i s  a lack of technical sophistication in 
the  identification and preparation of sound development projects. 
Consequently good project proposals presented t o  foreign lending 
agencies f a l l  short of the  actual  requirement f o r  capi tal  and op- 
portunities f o r  productive investment. A.I.D. technical coopera- 
t ion  fo r  feas ib i l i ty  studies, economic planning and project prep- 
aration should gradually lead t o  a greater demand for  external 
capi tal  t o  be supplied by private investors, international agen- 
cies,  the United States  and other national lending agencies. 
A . I . D . ,  as a supplementary lender, w i l l  not bear the major burden. 

Technical Cooperation and Development Grants 
- - -- 

The Far East estimate fo r  FY 1965 is $47.5 million, s l igh t ly  be- 
low FY 1964 expected obligations of $51 million. This sum w i l l  
permit operations in most countries on approxjmately the same 
scale a s  i n  1963 and 1964. These funds support rura l  development 
programs in Thailand, Laos and Vietnam. They ass i s t  land reform 
efforts  in the Philippines. They spur industr ial  development and 
the  growth of the private sector in Korea, Taiwan, the Philippines 
and Thailand. They bring American public health advice and 
medicines t o  the people of the Philippines, Indonesia, Vietnam, 
Laos and Thailand. u.S. technical cooperation helps develop road 
building and maintenance capability i n  Burma, Thailand, Laos, 
Vietnam and Korea. Improvements in education are undertaken i n  
Thailand, Laos, Vietnam, Indonesia, t he  Philippines and Korea. 
These programs improve the effectiveness of police forces and 
encourage the police t o  respect human r ights .  They reach the  
vi l lagers  of Southeast Asia and the key men who are today's and 
tomorrow's leaders in Far Eastern capitals.  They bring more than 
1,600 technicians, government of f ic ia l s  and young professionals 
from Far Eastern countries t o  the United States  annually fo r  study, 
provide U.S. university contract teams and other advisory groups, 
put American agricultural and indus t r ia l  experience and techniques 
t o  work in developing nations, and serve ~ G r i c a ' s  f ines t  t radi-  
t ions  i n  marqv other ways. 

Development Lending 

Loans of $70 million f o r  economic development are proposed for  
FY 1965, with Korea again the principal claimant, The leve l  of 

Military Assistance Program 

The objectives of the Military Assistance Program (MAP), adminis- 
tered by the Department of Defense, are closely related t o  A.I.D.'s 
objectives i n  the Far East. Both are part of the effort  t o  off- 
s e t  the constant threat  t o  the free nations of the region from 
C o m i s t  China and i t s  a l l i e s .  HAP program exist in all of th6 
countfles here there are A.I.D. programs, a8 well as in Japan. 
The largest MAP program continue t o  be in Vietnam, Korea, the  
Republic of China, and Thailand. 

P.L. 480 

Concessional sales  and grants of surplus U.S. farm products under 
P.L. 480 are also a major element of U.S. assistance t o  several 
Far Eastern countries. For example, dis tr ibut ion of surplus feed 
grains and vegetable o i l s  t o  Vietnamese vi l lagers  is a successfil 
feature of the s trategic hamlet program. The freedom and economic 
s t ab i l i t y  of Vietnam, Korea and the Republic of China res t  par- 
t i a l l y  on t h e i r  access t o  P.L. 480 cotton, wheat, r i c e  and other 
products of America's farms. Approximately $200 million i n  Ti t le  
I sales  were made t o  Far Eastern countries in 1963 and about the  
same level is expected in 1964. 

.The f i r s t  T i t l e  IV program in the Far East, on a dollar-repayable 
loan basis, was signed in FY 1963 with China f o r  over $8 million. 
In future years it is expected tha t  there w i l l  be an increase i n  
Ti t le  I V  agreements with China and a decline in Ti t le  I. 

In  J?Y 1963, Ti t le  I1 programs for  emergency re l ie f  and Food-for- 
Work in the Far East amounted t o  $40 million, of which almost 
$35 million went t o  Vietnam. Tit le  111 programs, administered , 

through American voluntary agencies in eight Far.Eastern coun- - 
t r i e s ,  amounted in FY 1963 t o  $38 million. 
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In  l i ne  with A.I.D. policy t o  reduce direct-hire personnel, the 
Agency expects t o  trim the program-funded staff of six of the eight 
Far East f i e l d  missions between December 1963 and June 30, 1964 by 
17%--from 420 t o  350. In the same period, however, it has proven 
necessary t o  make nearly offset t ing increases in A.I.D. s t a f f s  in 
Vietnam and Laos, in order t o  carry out urgentU.S. responsibili- 
t i e s  in intensive, country-wide rura l  operations d i rec t ly  related 
t o  the suppression of Cormmtnist insurgency. A separate action was 
the closing a t  the beginning of t h i s  year of the 109-man Cambodia 
mission. A further United States s ta f f  reduction i s  planned for  
FY 1965. 

A.I.D. i s  also moving toward making greater use of private insti- 
tutions and other U.S. Government agencies t o  carry out i ts  pro- 
grams. Agencies such as the Navy Bureau of Yards and Docks a re  
supervising A.I.D. surveys and construction projects in the  Far 
East. The Custom Bureau provides special is ts  in Laos. Some 26 
contracts with American universities from Kentucky and Michigan 
t o  Hawaii are providing technical assistance to schools of medi- 
cine, business administration, engineering, and agriculture, 
technological ins t i tu tes  and economic planning bureaus throughout 
the region. Private engineering companies have undertaken the de- 
sign and supervision of construction projects involving water dis- 
t r ibut ion,  sanitation, e lec t r ic  power and roads. Management con- 
sul tant  firms and private research organizations provide spe- 
cial ized advice t o  private industry and government al ike i n  
problems of industr ial  growth and management, financial policy, 
t ax  reform and c i v i l  service organization. 

Other Donor P a r t i c i ~ a t i o n  

Although the United States i s  not yet  sat isf ied t ha t  the m u l t i -  
l a t e r a l  agencies and other prosperous nations are carrying a f a i r  
share of the  responsibilit ies for  economic s tab i l i ty  and develop- 
ment in the  Far East, substantial progress has been made. I n  FY 
1963 the World Bank (IBRD) and i ts  soft-loan subsidiary Interna- 
t i ona l  Development Association made loans i n  the Far East, exclud- 
ing Japan, total ing $57.8 million, as  compared with A. I . D .  1s loans 
of $67.1 million. Japan, the Western European countries, 
Australia, and New Zealand expended over $150 million i n  a l l  forms 
of b i l a t e r a l  economic assistance, including reparations, t o  the 
Far Eastern countries i n  1962, primarily in Vietnam, Indonesia, 
Burma and Malaya. This is  somewhat l e s s  than one-fourth of the 
amount of aid in tha t  year from the United States (including P.L. 
480 and Ex-h Bank) .  

The Development Assistance Committee of the'Organization for  
Economic Cooperation and Development has a coordinating group in 
Thailand which studies and responds t o  Thailand's needs for  
technical assistance, resource surveys, feas ib i l i ty  surveys, pri- 
vate foreign investment and ultimate capi tal  requirements. The 
U.K., France, West Germany, I ta ly ,  Japan, several other Western 
European countries and IBRD participate together with the United 
States. Representatives of a id  donor countries also meet 
periodically in Vietnamto coordinate t he i r  assistance. The U.K., 
France and Australia a re  sharing with the  United States in the 
costs of the economic s tabi l izat ion program in Laos. 

The long-delayed Korean-Japan settlement, whose conclusion appears 
irmninent, provides fo r  Japanese f inancial  grants of $300 million 
and l i be ra l  loans of $200 million over the next ten  years. Sig- 
nificant Japanese private investment i s  also l i ke ly  t o  flow t o  
Korea. 

A t  best, however, major requirements w i l l  remain fo r  U.S. grant 
snvport of the economies of three defense-burdened countries 
standing on the  front iers  of the Free World--Korea, Vietnam and 
Laos--whose economies cannot service heavy debt. The United 
States has assumed the  pr- role  i n  maintaining the security 
of the Far East, and is  the  only nation capable of f u l l y  dis- 
charging tha t  responsibility. A. I .D . ' s  assistance programs i n  
these threatened countries are  direct  extensions of U.S. national 
security policy. In certain other countries, whether or not the 
major assistance burden is borne by other donors, U.S. in te res t s  
require U.S.-controlled programs of internal  security assistance, 
leadership training and advisory services, coordinated with 
American pol i t ica l  efforts .  

Private Enterprise 

Notwithstanding the  fac t  that  much development borrowing in the 
Far East is  by governments fo r  physical infrastructure, trans- 
portation, communications and power, there have been marked in- 
creases in the role  of the private sector in several countries 
of the region. With encouragement and assistance from A.I.D., 
private industry i n  Taiwan today has become responsible fo r  60% 
of industr ial  output, whereas i n  1952 it accounted for  only 40%. 
&en i n  the absence of projects qualifying for  foreign invest- 
ment in Philippines infrastructure, the growth of tha t  nation's 
private sector has been a major factor  i n  the achievement of a 
national economic growth rate  of about 5% per year. The Govern- 
ment of Thailand i s  considering relinquishing control of enter- 
prises t o  private hands, and governmental incentives t o  promote 
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private investment have been a major factor  i n  Thailand's growth 
rate  of about 5-1/2$. I n  Korea, businessmen have been reassured 
by the  newly elected government t ha t  private enterprise w i l l  be 
allowed the  major role  in the  econow. 

A.I .D.  has made an important contribution t o  the  growth of the 
private sector.  The bulk of U.S. financing of imports, which 
accounts f o r  nearly three-fourths of t he  Supporting Assistance 
program in . the  Far East ( for  Vietnam, Korea, and Laos), is  
channelled through loca l  private businessmen. The raw materials, 
machinery and spare parts  imported through these programs in 
Vietnam and Korea keep private industries a l ive  and growing. 
A.I .D.  favors development lending t o  productive private enterprise 
projects o r  t o  u t i l i t i e s  and transportation essent ial  t o  the sup- 
port of private industr ial  and agricul tural  production. Assist- 
ance is given t o  l oca l  development banks and other intermediate 
credi t  inst i tut ions fo r  relending t o  small and medium private 
industry and farmers. Vo01ey~~ loans of l oca l  currency are made 
t o  private U.S. and local  companies in China, the Philippines and 
Korea. Investment guarantee insurance and f inancial  assistance t o  
investment surveys encourage American private investments in 
Thailand, t he  Philippines, and other countries i n  the Far East. 
Through the financing of f ea s ib i l i t y  surveys, A . I . D .  a t t r ac t s  
loca l  and foreign private investment in Thailand, the Philippines, 
China and elsewhere in the region. Advisory services we-here 
in the  region help improve private management of industry and 
agriculture and improve the public climate f o r  t h e i r  success. 

Support fo r  Regional Development 

I n  the colonial era, peoples of the Far East were i n  more direct  
contact with the colonial powers than they were with t h e i r  
neighbors. With independence, ancient r iva l r ies ,  which had been 

cooperation in ~"conomic Commission f o r  Asia and the F ~ F  East 
(ECAFE) and Colombo Plan meetings, ident if ied the common prob- 
lems they faced but did l i t t l e  t o  solve the  problems jointly. 
The picture is  changing. ECAFE has achieved limited regional 
cooperation i n  the project for  developing the Lower Mekong River 
basin, a work of many decades comparable t o  the management of t he  
Mississippi. The Southeast Asia Treaty Organization (SEATO), 
h i l e  primarily a mil i tary alliance, represents a po l i t ica l  link 
among three Asian countries--the Philippines, Thailand and Pakis- 
tan-and between them and the Western powers. 

U.S. foreign policy supports these regional efforts ,  which by 
promoting pol i t ica l  and military, a s  well as economic and social,  
l inks among the f ree  world countries of the  Far East, serve as  
further  blocks t o  Cormmist expansion in the  area. A.I.D. serves 
U.S. interests  by support t o  certain enterprises undertaken by 
these and other regional organizations. The United States is a 
significant but minority contributor t o  the  Mekong River project, 
along with the four r iparian countries, Vietnam, Cambodia, Lzos 
and Thailand, and other Western nations and the  UN. A.I.D. as- 
sists several projects sponsored by SEAT0 in the t raining of 
engineers, cholera research and telecommunications. A.I.D. helped 
t o  create the Asian Productivity Organization which now comprises 
nine governments. A minority f inancial  contribution i n  the early 
years of th i s  organization has stimulated the member govements  
toward taking over f u l l  financing by themselves. 

In FY 1965, A . I . D .  proposes t o  continue t o  support the inter-  
related US. objectives of securi ty and development i n  the Far 
East. The U.S. investment required is  relat ively small in com- 
parison with our connnitments and our responsibility. 
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K o re a . GENERAL ECONOMIC DATA 

BASIC DATA 
Population (millions -- mid-19631 ....... 27 

. . . . . . . .  Annual Growth Rate (percent) 2.9 

Area (1000 square miles) ............ 38 
Population Density per square mile .... 710 

Aqricultutal Land a s  % of Total Area .... 21 
... Percent of Population in Aqriculture 60-70 

Life Expectancy (years) ............ L7 
. . . . . . . . . . . . . . . . .  People ~ e r  Doctor 3.  000 

Literacy Rate (percent) ............. 85 
Pupils a s  Percent of Population . . . . . . . .  18 

(Primary t Secondary) 

$ Udl~ons 
I%? Prlwr 

KOREA . GROWTH TRENDS 
(Rotma scgle 1 

I 
I =GROWTH RATE I 1 

4 I %** -- . _ .. __ 
Populotmn 2 9 %  

4vudabk Resources 

\- Product I 

iROWTH INDICATORS * 
Total GNP (in 1962 prices; I millions) ........... 

.................. Per Capita GNP (dollars) 

Investment a s  percent of GNP . . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment ............. 
Net Fae ign  Balance a s  % of GNP ............... 
Agricultural Prod . Index (1 952-54 = 100) ........... 

........................ Index per Capita 
Rice, rough (1. 000 MT) ................ 

Industrial Prod . Index (1 958= 100) .............. 

;NTERNATIONAL TRADE ( I  millions) . . . . . . . . . . . . . . . . . . . . . . . . .  Total Exports (/ o b.) 
Fish ................................... 

. . . . . . . . . . . . . . . . . . . . . . .  Total Imports (c.i.1.) 
. . . . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

;OLD & FOREIGN EXCHANGE (sd,9:{k,"g) . . . . . .  
COST O F  LIVING INDEX (1 958= 100) ............ 

( ~ e o u l )  
CENTRAL GOVERNMENT FINANCES* 

(FY ending December 31) 

Total Expenditures ....................... 
(Delense Expenditures) .................... 

. . . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays) 

Total Domestic Revenues .................... 
As percent o/ GNP . . . . . . . . . . . . . . . . . . . . . . .  

Deficit (-) or Surplus (+) ..................... 
Converted a t  130 won per U.S.$. 

Calendar Years 
1 B  1963 Est . 

2. 330 
87  

18 . 
18 

132 
103 

3. 760 

174 

86 
(10) 
550 

ZZ 
U1 

158 

. Million Dollar Equivalents . 
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PROGRAM SUMMARY 
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(1n mill ions of do l l a r s )  
FY 1963 FY 1964 FY 1965 

- Actual Estimated Pro~osed  

Development Loans 
Technical Cooperation 
Supporting Assistance 

Total  A . I . D .  Assistance 

Progress,  Self-Help , Aid from Others 

The new, popularly elected government under President Park took 
o f f i c e  i n  December 1963, ending two and a half years of mi l i t a ry  
ru le .  The Park Government i s  showing strong i n t e r e s t  i n  economic 
development, including long-range planning and expansion of ex- 
por ts .  Monetary and f i s c a l  s t a b i l i z a t i o n  policies a re  being 
adopted, and an ea r ly  settlement with Japan of issues  a r i s ing  out 
of past  Japanese control  of Korea i s  looked upon a s  a matter of 
prime importance. 

The Republic of Korea's recent economic history has been a con- 
t inu ing  struggle against  such fundamental handicaps a s  the  a r t i f i -  
c i a l  d iv i s ion  of the  country, r e l a t i v e  scarci ty  of na tu ra l  re- 
sources,  high population density,  reconstruction problems, shortages 
of managerial t a l e n t  and technological s k i l l s ,  and lack of insti- 
t u t i o n s  required f o r  economic development (par t icular ly  i n  the  
f i e l d  of finance).  To preserve i t s  independence, the  nation has 
a l s o  had t o  shoulder the  burden of a l a rge  mil i tary  establishment. 

Since 1960, increased foreign resources and s h i f t s  in the  use of 
these  resources have l e d  t o  r i s ing  investment l eve l s ,  although 
current consumption continues t o  make extraordinarily heavy demands 
on the  country's Gross National Product (W). There has been 
s u b s t a n t i a l  growth i n  essen t i a l  i n d u s t r i a l  infras t ructure  (power, 
t ranspor ta t ion,  and connnunication), and indus t r i a l  production has 
grown s tead i ly ,  increasing nearly one-third in t h e  l a s t  two years. 
The year  1963 brought the  f i r s t  s ign i f i can t  r i s e  i n  per capi ta  GNF 
i n  r e a l  terms since 1959. Levels of U.S. assistance have been 
declining, and the  focus of U.S. economic aid has sh i f t ed  increas- 
ing ly  toward economic development and away from the  support of 
consumption levels .  

A notable recent achievement, made possible by expanding produc- 
t i o n ,  has been the  increase of Korea's v i s ib le  exports from an 
annual average of $20 mil l ion f o r  t h e  period 1955-1959 t o  $86 
mil l ion i n  1963, an  increase of over 300%. The government has s e t  
a t a rge t  of $105 mil l ion f o r  1964. Major export markets a r e  Japan 
and the  United S ta tes ,  with Hong Kong and Vietnam a l so  s ignif icant .  

In f l a t ion ,  rapid depletion of foreign exchange reserves,  and ex- 
cessive re l iance on foreign supplier c red i t s  were serious problems 
in 1962 and the  f i r s t  half  of 1963. The United Staces M o m d  
t h e  K o r e a  Government that serious self-help acbion ho coriw~t 
these  d i f f i c u l t b s  would be necessary before ttc&a.l c d t m e n %  o f  
t h e  f u l l  funds planned f o r  Korea. After exkendid, deEmt% nsgo- 
t iat ions with A.T.D. in May 1963, Korea adopted a s t a b i l i z a t i o n  
program of c red i t  and f i s c a l  r e s t r a i n t  and t ightened controls over 
use of foreign exchange and supplier credi ts .  This program 
brought an  end t o  rapid reserve depletion and slowed the  pace of 
in f l a t ion .  

For 1964 the  government has announced fu r the r  measures of f i s c a l  
and monetary r e s t r a i n t  as  a base f o r  encouraging sound long-term 
investment and export promotion. Stringent l imi ta t ions  a r e  t o  be 
imposed on the  budget d e f i c i t ,  supply of money and c r e d i t ,  and 
non-capital goods imports. The program i s  a s ign i f i can t  self-help 
e f f o r t .  

Korea's economic fu tu re  depends heavily on the  expansion of manu- 
factur ing f o r  both domestic and foreign markets. Considering i t s  
i n t e l l i g e n t ,  energetic,  and l i t e r a t e  population, t h i s  goal should 
be a t t a inab le  so long as  sound po l ic ies  continue t o  be followed. 
Investment projects  now under way w i l l  give Korea a modern r a i l -  
way system, l a rge ly  meet i t s  immediate e l e c t r i c  power needs, and 
expand and improve i t s  conununication network. These projects w i l l  
give major stimulus t o  fu r the r  growth in the pr ivate  sector.  
While fu r the r  expansion of in f ras t ruc tu re  w i l l  be needed i n  some 
public sec to r  areas ,  A . I . D .  intends t o  concentrate on pr ivate  
sector  projects  t o  the  extent possible in making fu tu re  develop- 
ment loans. 

A political-economic settlement with Japan, which may be completed 
soon, should provide a subs tan t i a l  c a p i t a l  inflow t o  assist contin- 
ued indus t r i a l  expansion. It should a l so  bring subs tan t i a l  increase 



i n  Korean exports t o  Japan, pa r t i cu la r ly  of products of labor- 
in tensive  industr ies  in h i c h  Korea w i l l  have a competitive advan- 
t age. 

The German Federal Republic agreed in December 1961 t o  lend Korea 
$18.75 mil l ion on reasonably favorable terms. One project ($8.75 
mil l ion f o r  telecommunications) i s  being implemented; a second ($5 
mi l l ion  f o r  coal  production) i s  awaiting A . I . D .  review of the  bor- 
rower's capacity t o  service  the  new debt a t  the  same time a s  i t s  
outstanding A . I . D .  loan. Germany has a l s o  provided economic ad- 
v i s o r s  t o  the  Korean Government. 

Country: KOREA 
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t h a t  up t o  $40 mil l ion of items now Funded under MAP will be 
turned over t o  Korean financing over athe next several years. U,S, 
military assistance helps maintain and improve %he Republic o f  
Korea w e d  forces which nwnbar 600,000 men, Tltese forces  %mlu&s 
28 combat-rea* ac t ive  army divisions,  a two f i g h t e r  WLng 1511. 
Force and smsll but e f f i c i e n t  Marine and Navy units. 

Other ass is tance includes: ( a )  a $I./+ mil l ion loan i n  August 1962 
from t h e  Internat ional  Development Association f o r  r a i l road  cars  
(b)  $4,863,000 a l located since 1961 by t h e  UN Special  Fund f o r  six 
pro jec t s  executed by UN specialized agencies; ( c )  $951,000 of re- 
s i d u a l  United Nations Korean Reconstruction Agency funds f o r  cur- 
r en t  technical  assistance; (d) various UN t echn ica l  experts and 
t r a i n i n g  fellowship in 1963-64; ( e )  gra in  from t h e  World Food Pro- 
gram f o r  four proposed self-help work projects ;  and ( f )  United 
Nations Children 's Fund al locat ion s ince 1962 of $468,000 f o r  th ree  
hea l th  projects ,  and t h e  proposed addi t ion of $252,000 f o r  1964-65. 

Korea recent ly  contracted with Gulf O i l  f o r  the  l a t t e r ' s  substan- 
t i a l  c a p i t a l  par t ic ipat ion in t h e  Ulsan ref inery.  Supplie t s  
from Western Europe and Japan have a l s o  been accepted. 
Insi&ettoe of A.T.D., the  Korean Government i s  now rev i  
screening supplier c red i t s  with g rea te r  care because of the  debt 
servic ing burden they impose. 

U.S. 0b.jectives and Policy 

The basic  U.S. objective i s  the  maintenance of an independent Re- 
public of Korea, r e s i s t an t  t o  subversion and capable of deterr ing 
o r  repel l ing renewed Conununist aggression. Related objectives a re  
t h e  development of a s t ab le ,  democratically-oriented, and economi- 
c a l l y  self-supporting nation. U.S. support i s  e s s e n t i a l  i f  these 
object ives  a re  t o  be achieved. It enables the  Republic of Korea 
t o  maintain a major mi l i t a ry  force  serving Korean and U .S. secur i ty  
i n t e r e s t s  i n  Northeast Asia, and a t  t h e  same time, t o  devote sub- 
s t a n t i a l  resources t o  economic development. Without it there  would 
be no hope t h a t  the  economic growth of a t  l e a s t  5% annually, be- 
l i eved  e s s e n t i a l  t o  strengthening South Korea against  North Korean 
economic competition and subversion, could be a t ta ined.  

Economic and Mil i tary  Assistance Programs (MAP) a r e  coordinated t o  
promote increased production in Korea of some of t h e  military 

,maintenance requirements now provided by MAP. It i s  ant ic ipated 

A . I . D .  economic ass is tance programs support U.S. objectives by: 

1. Encouraging Korea's continued adherence t o  s t r ingent  s t a b i l i -  
zation programs and other measures t o  strengthen the  economy 
through a higher investment r a t e ,  improved investment pat terns  
and resource a l locat ion,  expanded exports and increased s e l f -  
financing of investment. 

2. Stimulating the  expansion of pr ivate  business, pa r t i cu la r ly  i n  
labor-intensive industr ies .  

3. Increasing agr icu l tu ra l  productivity through programs and 
policies t h a t  w i l l  create  adequate means and incentives t o  
adopt improved techniques and rural land use patterns.  

To fu r the r  these  purposes A . I . D .  i s  s t ead i ly  reducing supporting 
ass is tance and expanding development lending. It i s  a l so  taking 
advantage of opportunities t o  encourage other countries and in te r -  
na t iona l  agencies t o  provide c a p i t a l  t o  Korea on concessional 
terms f o r  sound investment projects.  

FY 1965 Program 

The emphasis of the  program w i l l  s h i f t  t o  t h e  f u l l e s t  extent pos- 
s i b l e  d i rec t ly  t o  development of the  pr ivate  sector ,  although some 
development loans w i l l  continue t o  be made t o  finance improvement 
of basic  f a c i l i t i e s  such a s  power and water. 

Possible borrowers include Korean or  Korean-American companies in 
industr ies  such a s  f e r t i l i z e r s  and basic  metals. L0ar.s have a l -  
ready been made t o  pr ivate  cement and nylon filament plants.  It 
i s  expected t h a t  FY 1965 funds w i l l  be used t o  support develop- 
ment of small and medium-sized pr ivate  enterpr ises  through addi- 
t i o n a l  loans and technical  ass is tance t o  the  Korea Reconstruction 
Bank, a development bank l a rge ly  financed with A . I . D .  d o l l a r  and 
counterpart loans. 

The technical cooperation program i s  designed t o  improve and 
strengthen management in such e s s e n t i a l  areas a s  c red i t ,  power 
production and d i s t r ibu t ion ,  promotion of exports and planned use 
of available resources. I n  addition, the  program provides technical  
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cooperation to wiculture and fisheries, vocational education, The Supporting Assistance level of $75 m i U o n  proposed for FY 1965 
public administration, and minerals and coal exploration. There is determined by an assessment of Korea's w e t  and essential im- 
are also limited programs in police administration, public health port requirements, taking into account an factors affecting 
and comications. Korea's foreign exchange position. As in the recent past, these 

funds will continue to be released in increments subject to sound 
Supporting Assistance (wbich has been drastically reduced from Korean Government performance in carrying out agreed stabilization 
$181 million in FY 1961 in accord with Congressional instructions and other self-help programs. 
in the Mansfield Amendment) finances general comodity imports es- 
sential to support of the economy. The amounts are carefully de- 
signed both to reduce the U.S. burden in Korea and to foster in- 
creased Korean self-reliance. 



Korea 
( U . S .  F i s c a l  Y e a r s  - M i l l i o n s  o f  D o l l a r s )  

R E L I E F  

OVERSEAS LOANS AND GRANTS - NET O B L I G A T I O N S  AND L( i AUTHOR1 Z A T l  ONS 

FOREIGN ASSISTANCE 
ACT PERIOD 

REPAYMENT 

1 9 4 6 -  1 9 4 6 -  

TOTAL 
LESS 

EPAYMENTS 
AND 

l NTEREST 

U.  

IARSI IALL  
PLAN 

PERIOD 

9 4 9 - 1 9 5 2  

10.0 

- 
10.0 

- 
0.3 - 
(-1 
(-1 
- - 
- - - - 
- - 

0.3 - 
- 

h75.3 

- 
h85.6 

MUTUAL SECURITY ACT PERIOD PROGRAM 

. I .D. AND PREDECESSOR AGENCIES - TOTAL..  .... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 

O C l A L  PROGRESS TRUST FUND. .................. I - 
OOD FOR PEACE - TOTAL ....................... 

. . . . . .  T t i l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  
. . . . . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  

T I T L E  I - PLANNED FOR LOANS AN0 GRANTS.. - . . . I  - 
. . . . . . .  . 1 0 4 c  G r a n t s  f o r  Common 1 l e f e n s e . .  - 

. . . .  . 1 0 4 e  G r a n t s  f o r  l c o n .  D e v e l o p m e n t . .  - 
. . . . . . . . .  . 1 0 4 e  L o a n s  t o  P r i v a t e  I n d u s t r y  - 

. . . . . . . . . . . .  1 0 4 g  . L o o n s  t o  G o v e r n m e n t s . .  - 
T I T L E I - A S S * T F F h M O T H E R C O U N T W S A L E S M ' S .  - 
T I T L E  I  I - EMERGENCY R E L I E F  L ECON. DEV.. .... - 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES ....... - 

............ T I T L E  I V  - DOLL4R C R E D I T  SALFS. .  - 
:XPORT-IMPORT BANK LONG-TERM LOANS.. . . . . ..... I - 

a/ 
T I I E R  U.S. ECONOMIC PROGRAMS.7. 1 1 8 . 2  .............. 

....................... T O T A L  E C O N O M I C . .  181.2 
~ o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 3  
G r a n t s . .  . . . . . . . . . . . . . . . .  .. .. . . . . . . . .  156.3 

I l L l T A R Y  ASSISTANCE PROGRAM - ( C h p .  t o  A p p . . ) . .  

( A d d ~ t r o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  . (-1 I - 
ITHER M I L I T A R Y  ASSISTANCE .................... 

......................... TOTAL M I L I T A R Y  
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

TOTAL ECONOMIC AND M I L I T A R Y  ............... 181.2 - 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ul.9 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  156.3 

UN Tech. bs't.  (R). . 0 .2  0.h 1 .6  
. . . .  UN Spacial Fund 2.1  1 .6  h.8 

I n t ' l .  Dw. Association - lh .0  lh -0 

Include8 (in mil l ions) ,  QLM, $lr20.2; CivilIan Supplies, $292.1; K m a n  Aid Program, $121.6; Surplus Property h.edlts, $&.9; and UHRRIL, $0.6. 

....................... 1 9 6 3  ( C a l e n d a r  Y e a r )  , 

C u m u l a t i v e  t h r u  1963 .  ...................... - 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - - 
SINO-SOVI  E T  BLOC ASSISTANCE 

....................... 1 9 6 2  ( C a l e n d a r  Y e a r l  , 



Laos 

Laos - GENERAL ECONOMIC DATA 

BASIC DATA 

population (millions - mid-1963) ..... 
Annual Growth Rate (percent) ....... 

Area (1000 square miles) ............. 
Agricultural Land as $ of Area ..... 

GNP Per Capita (dol lars)  - 1961 ...... 

PRODUCTION TRENDS 

Agricultural Production ............. Rice, rough (1,000 IQ.) 

- ... Tin Output ( ~ n  content 1,000 MT) .... Electr ic  Power Output (Mill. KNH) 

INTERNATIONAL TRADE ($ millions) 

Total Exports (f  .o.b. ) ............... 
Tin ore ............................ 

Total Imports ( c . i . f . )  ............... 
Trade Balance ...................... 

... GOLD & FORETGN EXCHANGE ($ millions) 
( ~ n d  of year) 

E - Estimate. 

..... Life Expectancy (years).  n. a .  
People per Doctor ........... 55,000 

..... Literacy Rate (percent) 15 ... Pupils as $ of Population 5 
(primary & secondary) 
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PROGRAM SUMMARY 

( I n  mill ions of do l l a r s )  
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperation - 8.4 8.6 
Supporting Assistance 33.2 28.4 34.9 
Contingency Fund 4.9 &.8d XXX 

Total  A . I . D .  Assistance 38.1  41.6 h3.5 

d Programmed th ru  1/31/64. 

A pe r s i s t en t  campaign of p o l i t i c a l  pressure and l imited mi l i t a ry  
a t t ack  by the  Viet Minh-supported Pathet Lao has drawn n e u t r a l i s t  
and conservative elements of Laos together in common defense of the  
country 's  independence. Prime Minister Souvanna Phouma has refused 
t o  bow t o  C o d s t  pressure and i s  attempting t o  keep a l i v e  the  
Geneva plan f o r  a neutra l  and unified buffer  s t a t e  between the  
power blocs .  

U.S. pol icy i n  Laos i s  t o  support e f f o r t s  o f t h e  Government of Na- 
t i o n a l  Union headed b s  Prince Souvanna. both t o  r e s i s t  Pathet Lao 
subversion and t o  ma&tain control  ow; the Nekong River Valley anB 
c e r t a i n  t r iba l .  areas  where res is tance t o  t h e  Pathet Lao is st-. 
To achieve these objectives,  the  United States i s  supporting the  
Geneva Accords, and rendering ass is tance.  

The A.I.D. proTam i n  Laos is concentrated on measures a h e d  a t :  
( a >  increasing domestic a p i c u l t u r a l  production and improvin~, 
rural. standards of l iv ing;  ( b )  supporting economic s t a b i l i z a t i o n  
i n  government controlled areas; and ( c )  providing r e l i e f  f o r  
re-ees and other victims of insecurity.  The R L D +  Mission b 
Law also pbms or&??s for, and m~an=;es delivery W Lsos of, 1 
rn i l i taq-  rlaterialle for tke  eo.wervat;.ive and n@utr&i$% foroes. ! 

Rural Development 

The A . I . D .  a s s i s t ed  r u r a l  development program i s  designed t o  in- 
crease t h e  allegiance of t h e  r u r a l  population t o  the  government. 
The program has been expanded t o  reach non-Pathet Lao areas which 
have not been receiving adequate government a t tent ion.  It is  con- 
centra ted in selected areas  i n  which a c t i v i t i e s  i n  health,  educa- 
t i o n ,  ag r icu l tu re  and t ranspor ta t ion a re  combined t o  improve the  
v i l l a g e r s 1  productivity and standard of l iving. U.S. technicians 

work d i r e c t l y  with t h e  v i l l agers .  A special pilat f s  
being carr ied out i n  seven clutltsn, of ~~ b 
improve phyrsical secur i ty  are closely  coordinated .with rural de- 
velopnent a c t i v i t i e s .  

The U.S. technicians involved a re  of two types : (a )  A . I .  D. tech- 
n i c a l  experts who provide exper t ise  in such f i e l d s  a s  public 
heal th ,  agronomy and animal husbandry; and (b) Internat ional  Vol- 
untary Services ( m ~ )  volunteers, under contract with A . 1  .D;  ms 
i s  a U.S. non-profit organization which predates the  Peace Corps 
and operates in a very s imilar  manner. IPS volunteers, of whom 
there  a re  now about 50 in Laos, l ea rn  t h e  loca l  language and re- 
s ide  in the  v i l l ages .  They have been extremely e f fec t ive  in 
winning the  confidence of the  m a 1  population. 

Medical care i s  one of t h e  most e f fec t ive  means of reaching the  
v i l l agers .  A . I . D .  i s  supplying technical  assistance,  t ra ining,  
medical supplies and construction materials f o r  es tabl ishing v i l -  
l age  dispensaries.  Most of the  non-Lao technical  personnel under 
t h i s  program a re  furnished under contract between A.I.D. and Opera- 
t i o n  Brotherhood, a Philippine organization formed f o r  the  purpose 
of medical. and development mr!: i n  underdeveloped areas. Over 120 
Philippine doctors, nurses and technicians are r~orlring i n  Laos 
under t h i s  contract. 

The A . I . D .  supported education project involves both c o m i t y  and 
cen t ra l  government a c t i v i t i e s .  The National Education Center 
t r a i n s  teachers f o r  the  v i l l age  schools with emphasis on agricul-  
t u r e  and cornunity development techniques. The students grow a 
l a rge  portion of t h e i r  own food a s  of t h i s  t ra ining.  U.S. 
ass is tance in FY 1965 w i l l  consist  primarily of teacher t r a in ing  
and provision of educational materials.  

Improvements in t h e  standard of l iv ing  of v i l l agers  who a re  in a 
mixed cash and bar te r  economy a re  d i f f i c u l t  t o  measure, but the  
following a re  i l l u s t r a t i v e ,  s ign i f i can t  accomplishments. A na- 
t i o n a l  and three  provincial  teacher t r a in ing  i n s t i t u t i o n s ,  with a 
current enrollment of over 1,200 students,  have been established. 
Some 2,700 v i l l age  l e v e l  sub-projects have been completed, includ- 
ing schools, i r r i g a t i o n  f a c i l i t i e s ,  dispensaries,  markets and 
feeder roads. A l l  of these  sub-projects involved a 50% o r  l a rge r  
self-help contribution by t h e  v i l l agers .  Numerous connecting 
roads have been constructed. A major segment of t h e  road linking 
Vientiane with t h e  southern provinces i s  currently being b u i l t .  
The contagious skin  disease,  yaws, has been e f fec t ive ly  controlled. 
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Non-Project Assistance insurance. The balance of such expenses w i l l  be met out of Laost 
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The economy of Laos i s  one of the  world's most underdeveloped. The posed for FX X965, br5n@ng the tots amouat o f  V.3. nm-pmjecl , 

bulk of the  population i s  engaged i n  subsistence agriculture.  I t s  as898%ance pmpuserdt for Ghat par to $19 million, 
output has been kept down i n  recent years by Pathet Lao insurgency. 
Lao industry  i s  l imited t o  small processing plants such as r i c e  and By the  end of 1963 Laost f r e e  foreign exchange reserves were v i r -  
sawmi l l s  and one t i n  mine. Laos must import v i r t u a l l y  a l l  of i t s  t u a l l y  exhausted. The value of t h e  k i p  on the open market f e l l  
manufactured and semi-manufactured requirements and fuels  i n  addi- t o  more than 500 per dol lar ,  a s  compared with the  o f f i c i a l  r a t e  
t i o n  t o  a l a rge  amount of r i ce .  Current foreign exchange earnings of 80 per dol lar .  This led t o  serious economic dis tor t ion,  
a r e  l i m i t e d ' t o  around $2.5 million annually. pr ices  r i ses  in e s s e n t i a l  comodit ies ,  and a consequent th rea t  t o  

t h e  economic foundation of U.S. policy i n  Laos. 
The separate armed forces of t h e  conservatives and neu t ra l i s t s  
(now cooperating closely) and the Pathet Lao have not been demo- Economic s tab i l i za t ion  measures, including some new means of meet- 
b i l i z e d  a s  was contemplated fo l l a r ing  t h e  Geneva Accords. Instead ing residual foreign exchange demand, were badly needed. In 
Laos has continued t o  be a b a t t l e f i e l d  in t h e  s t ruggle  between t h e  December 1963 the  Lao Government agreed t o  devalue t h e  k ip  from 
Free World and C o ~ s m .  Government expenditures f o r  mil i tary 80 t o  240 per do l la r ,  t o  enforce a ce i l ing  on the  budget d e f i c i t ,  
forces must be continued a t  a l e v e l  f a r  in excess of what the  Lao increase tax col lect ions ,  and r e s t r i c t  c red i t .  The United States,  
economy can support. The government budget d e f i c i t  before a i d  in United Kingdom, France and Australia in tu rn  agreed t o  an Inter-  
FY 1965 i s  expected t o  be approximately $24 million (as  against nat ional  Monetary Fund plan t o  es tabl ish a Foreign Exchange Opera- 
t o t a l  expenditures of about $30 mil l ion) .  To prevent the  run-away t ions  Fund f o r  open market trading in foreign exchange t o  hold 
i n f l a t i o n  which would otherwise be inevi table ,  t h e  United States  down t h e  spread between the  o f f i c i a l  and open market ra tes  of t h e  
and other  nations interes ted in Lao independence a r e  financing im- kip. The United States  contributed $4 million (from FY 1964 funds), 
por ts  i n t o  Laos great ly  in excess of what Laos can afford from i t s  t h e  other three  par t ic ipants  $3.8 million. Sales from the  fund 
own foreign exchange earnings. a r e  made at  t h e  open market ra te ,  current ly  about twice the  o f f i -  

c i a l  r a t e  ( i .  e. ,  480 k ip  t o  the  do l la r ) .  This has the  e f fec t  of 
Unt i l  January 1962 A.  I .D. provided import financing i n  the  form of holding the open market r a t e  down t o  a l e v e l  which avoids the  dis- 
cash grants  roughly equivalent in value t o  the  Lao budget d e f i c i t .  to r t ions  previously caused by the  wide d i spar i ty  between the  two 
But t h i s  gave the United States  no control  over use of t h e  do l la r  ra tes ,  while s t i l l  discriminating against non-essential foreign 
funds, and was therefore replaced by t h e  United S ta tes  Import Pro- exchange transactions.  
gram, a system i n i t i a t e d  i n  March 1963 f o r  t h e  d i rec t  financing of 
non-luxury imports. In  addition t o  giving the  United S ta tes  more Concurrently with t h e  provision of commodity and s tab i l i za t ion  
control  over use of i ts  assistance, t h i s  system has materially re- support, e f fo r t s  a r e  being made t o  lessen Laosf dependence on 
duced t h e  drain  of the  Laos program on the U.S. balance of pay- foreign assistance through increasing domestic output in ways 
ments. Approximately half  of the  comodit ies  imported under the  which do not require long-term or  subs tan t ia l  c a p i t a l  investments. 
new system a r e  procured in the United States ,  with a l l  but E$ of For example, t h e  A . I . D .  Mission i n  Laos has devoted considerable 
t h e  balance procured i n  Thailand and Taiwan. e f f o r t  t o  encouraging expanded production of vegetables t o  replace 

those previously imported from Thailand. Within the  l a s t  nine 
The U . K .  and Australia have joined the  United S ta tes  in financing months, dependence on vegetable imports i n  Vientiane has been 
e s s e n t i a l  Lao imports and a re  now providing s l i g h t l y  over $3.1 reduced from 90$ t o  b$. It is  ant ic ipated t h a t  the  Vientiane 
mil l ion annually. Ih FX J.9965 A,L*D. p~opases t o  o&]UL4a%s s85 area w i l l  be completely sel f -suff ic ient  i n  vegetables within the  
Lion. FY 1964 A . I . D .  obligations f o r  comodity ass is tance a re  ex- next few months- 
pected t o  be $11 million. An addi t ional  $7 million was obligated 
a f t e r  the i n i t i a t i o n  of the  import program l a t e  in FY 1963 f o r  FY Relief 
1964 delivery. 

Comodity costs and costs of transporting r e l i e f  supplies, mainly 
During FY 1964 t h e  United States  w i l l  a l so  contribute up t o  $4 by a i r ,  t o  some 150,000 refugees and a n t i - C o m i s t  groups 
mil l ion toward the  d i rec t  financing of e s s e n t i a l  non-comodity throughout Laos account f o r  a subs tan t ia l  par t  of the  proposed FY 
items such as  the  cost of in ternat ional  t ransporta t ion and 1965 program. These people a re  prevented from sustaining themselves 
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Since the Geneva Accords prohibit the stationing of U.S. mi l i t a ry  
personnel in Laos, the A .I.D. Mission i s  charged with t h e  placing 
of orders for,  and arranging delivery t o  Laos of, mil i tary assist- 
arice of over $15 million annually (funded under MAP) and a.rra@ng 
for  limited traiTting outside of LBos for  the Conservative and PJeu- 
t r a l i s t  forces. A t o t a l  of $500,000 wLU be required in FY 1965 .. - 
fo r  ci.8ilia.n personnel t o  carry out t h i s  activity. In addition t o  
m i U t g ~ y  supplies, A .I .D. i s  f\unisking approximately $2.5 millton 
worth of r ice  and other food t o  the Conservative and Neutralist 

Country: LAOS 

Nost of the rel ief  supplies and som. supplies for  the  militarg 
must be transporfxd within LBOS by air. The t o t a l  cost o f  air 
support in FY 1965, the largest portion of which i s  fo r  the re- 
l i e f  and mal developmsnt programs, i s  expected t o  be about $9 
million. 

Total  supporting assistance proposed for  Iaos in FY 1965 is  $3,3k39 
miUia. It includes $19 million of non-project assistance, $2.2 
miZPi0n f o r  rura l  development, and a t o t a l  of $13.7 milfion f o r  
r e l i e f ,  a i r  transport and military support. 

mull no* ba divulmad lo unauthorized indC 
viduall. All o l b r  materiel k unrlardliad. 

by insecure conditions. As long as fighting continues those ac- forces in the current f i s c a l  year.- The retquSrement for  FY 1965 is  
t i v i t i e s  w i l l  remain a necessary adjunct t o  U.S. efforts t o  pre- , e s th t , ed  t o  be approximately the same. 
vent a C o m i s t  take-over in Laos. 
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' AUTHOR1 Z A T l  ONS 

FORE1 GN ASSISTANCE 
ACT PERIOD 

EPAYMENT: 
AND 

l NTEREST 
1 9 4 6 -  
1 9 6 3  

TOTAL 
LESS 

EPAYMENTS 
AND 

l NTEREST 

326.7 

326.7 

1.7 

( - )  
( - )  

- 

0 . 8  

0 . 9  

U. 

POST-WAR MARSHALL 
PROGRAM R E L I E F  PLAN 

PERIOO PERIOD 

1 9 4 6 - 1 9 4 8  1 9 4 9 - 1 9 5 2  

OVERSEAS LOANS AND GRANTS - N E T  O B L I G A T I O N S  AND LO 

MUTUAL SECURITY ACT PERIOD TOTAL 
1 9 4 6 -  
1 9 6 3  

A . I .O .  AND PREDECESSOR AGENCIES - TOTAL.. . . . .  I I 
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I I 

S O C I A L  PROGRESS TRUST FUN0 ................... I I 
FOOD FOR PEACE - TOTAL ....................... I I 

T z t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  . . . . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

I . . . . . . . .  
No P rog rams  

. . . . . . .  104c  - G r a n t s  f o r  Common : l e f e n s e . .  

1 0 4 e  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  . . . .  
. . . . . . . . .  . 104e  Loan3 t o  P r i v a t e  I n d u s t r y  

. . . . . . . . . . . . . .  1 0 4 g  - Loans  t o  Gove rnmen ts  

T I T L E  I - ASSIT FRCM OTHER CCUNTW SALES A G M I S  . 
T I T L E  I I - EMERGENCY R E L I E F  5 ECON. DFV..  .... 
T I T L E  I I I -VOLUNTARY R E L I E F  AGENC I  ES. .  ..... 
T I T L E  I V  - DOLL4R C R E D I T  SALES..  . . . ......... 

EXPORT- IMPORT BANK LONG-TERM LOANS. .......... 
OTHER U.S. ECONOMIC PROGRAMS . ............... 

TOTAL ECONOMIC$!. ...................... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s . .  
- - 

M I L I T A R Y  ASSISTANCE PROGRAM - ( C h g .  t o  App .  ). . 
( A d d t t ~ o n a l  C r a n  t s  f r o m  E x c e s s  S t o c k s ) .  . 

OTHER M I L I T A R Y  ASSISTANCE .................... 
TOTAL M I L I T A R Y . . . .  ..................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s . . .  
G r a n t s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - 

TOTAL ECONOMIC AND M I L I T A R Y . .  . ............ 1 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loons 

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

a /  Excludes a i d  to Indochina p r i o r  t o  p a r t i t i o n .  

....................... I UN Tech. Ass ' t .  (CY) .. 0.5 0.5 2.5 1 1 1 9 6 3  ( C a l e n d a r  Y e a r 1  n.a. I 
. . . . . . . .  ....................... I UN S p e c i a l  Fund I I C u m u l a t l v e  t h r u  1 9 6 3  1 2 . 0  I 

S I N O - S O V I E T  BLOC ASSISTANCE 

..................... 1 9 6 2  ( C a l e n d a r  Y e a r ] . .  n.8. 

- 
+ Less than $ 5 0 , 0 0 0 .  

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - -  
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- - 
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GROWTH RATE Auo~lobla Remurcsr 
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*Sum o i  Net Forew Bolono 8 Sorka I 

1959 
iROWTH IM)ICATORS 

Total GNP (in 1962 prices; 1 millions)*. . . . . . . . . . .  2,290 
Per Capita GNP (dollars) .................. 87 

Investment a s  percent of GNP. ................. 16 
Domestic Savings a s  % of Investment. ............ 81 
Net Fue ign  Balance as % of GNP. . . . . . . . . . . . . . .  3 

Agricultural Prod. Index ( 1  952-54= 100) . . . . . . . . . . .  115 
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NTERNATIONAL TRADE ( 1  millions) 
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Calendar Years 
1961 - 1962 1963 Est. 

2,980 
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85 
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8,240 

I,-16 

460 
(161) 
570 m 
610 

105 

- Million Dollar Equivalents - 
1961d  1962 1963 (% j 

Total Expenditures ....................... 485 449 554 
................... (De/ense Expenditures). 

(Capital Outlays). 
(76) ( 74) (78) ....................... (155) (140) (189) 

Total Domestic Revenues .................... 351 380 3 97 
AS percent o/ GNP ....................... 13% 13% 13% 

..................... Deficit (-1 or Surplus (+) -uL -69 -157 

Converted a t  2 1  baht &r U.S.$. 
a/ Transitional f i s c a l  year of nine months inf la ted t o  a 12-month basis. - 
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PROGRAM SUMMllRY ethnic a f f i n i t y  of the  people of t h i s  region with the  Lao, have 
exploited these  problems. I n  the  North, a number of ethnic minor- 

(In mill ions of do l l a r s )  i t y  groups l i v e  i so la ted  from cen t ra l  Thai influence and a re  sub- 
FY 1963 FY 1964 FY 1965 ject  t o  i n f i l t r a t i o n  and subversion by Chinese-trained Communist 
Actual Estimated Proposed agents . 

Development Loans - 8.0 15.0 
Technical Cooperation 7.3 8.0 8.8 
Supporting Assistance - 4.0 
Contingency Fund 10.1 X X X  

Total A . I . D .  Assistance 17.4 22.4 27.8 

Programmed through 12/31/63. 

U.S. 0b.jectives and Policy 

Thailand i s  t h e  only nation on the  Southeast Asia mainland both 
s t ab le  and a l l i e d  with the  United Sta tes .  U.S. ass is tance is  a 
key element i n  carrying out the  U.S. commitment t o  the  secur i ty  
and development of Southeast Asia. 

U.S. economic ass is tance is  planned t o  help  Thailand meet i t s  in- 
t e r n a l  secur i ty  th rea t  while maintaining a sa t i s fac to ry  r a t e  of 
economic growth. A basic objective is  accelerated economic and 
s o c i a l  progress i n  the  more backward r u r a l  areas, pa r t i cu la r ly  
those bordering Laos, t o  combat po ten t i a l  insurgency. 

U.S. a ss i s t ance  policy i n  FY 1965 w i l l  be t o  use U.S. a i d  and 
influence t o  draw increased Thai resources into areas i n  which 
Thai and Southeast Asian secur i ty  i s  threatened by Communist sub- 
version and aggression. In addition t o  t h e  security-oriented pro- 
grams, t h e  United S ta tes  w i l l  provide se lect ive  technical  coopera- 
t i o n  in education, government management, pre-investment surveys 
and i n d u s t r i a l  development t o  help Thailand susta in  economic ex- 
pansion and d ive rs i f i ca t ion ,  and t o  a t t r a c t  c a p i t a l  from non-U.S. 
sources. 

Progress, Self-Help, Aid from Others 

The de te r io ra t ing  s i tua t ion  i n  Laos i n  1962 gave r i s e  t o  a ser ious  
secur i ty  t h r e a t  t o  Thailand, pa r t i cu la r ly  in t h e  Northeast. In 
t h i s  area ,  which has one-third of t h e  country's population, ad- 
verse s o i l  and water conditions, poor communications and neglect by 
the  c e n t r a l  government have combined t o  provide f e r t i l e  grounds f o r  
C o d s t  ag i t a t ion .  Connnunist agents, taking advantage of t h e  

During recent years,  U.S. economic and mi l i t a ry  ass is tance has 
helped Thailand t o  improve i t s  mi l i t a ry  and para-military capabil- 
i t y ,  make important investments in t ransporta t ion and i r r iga t ion ,  
modernize i t s  education f a c i l i t i e s ,  and t r a i n  o f f i c i a l s  f o r  key 
ro les  in government management and administration. Economic indi- 
cators  show t h a t  a combination of foreign assistance and Thai 
self-help measures have produced important economic gains. For 
example, s ince 1956, the  Gross National Product (GNF) has in- 
creased a t  an average annual r a t e  of 5.5% while per capi ta  GNF has 
r i sen  2.5% per year. Aggregate investment a s  a percent of GNF has 
averaged about 16% f o r  the  years 1959 t o  1963. The combination of 
investment and improved techniques promoted through technical  as- 
s is tance have produced a per capita increase i n  agr icul ture  pro- 
duction of 20% over the  l a s t  ten  years.  Government revenues a re  
increasing by 9% annually. 

Financing from the  United Sta tes ,  the  World Bank, and other f r e e  
world sources, both government and pr ivate ,  has supported a nun- 
ber of major investment projects in t ransporta t ion,  power and 
water resources. The Development Assistance C o d t t e e  in 1962 
formed a continuing group t o  consider Thailand's technical  and 
other a i d  needs. In 1963 the  World Bank made two loans t o  Thai- 
land t o t a l i n g  $41.6 mill ion; the  w o r t - I m p o r t  Bank made a loan 
of $19 mill ion. Germany in the  l a s t  two years has provided loan 
ass is tance to ta l ing  approximately $22 mill ion, and Japan has ap- 
proved supplier c red i t s  of $7 mil l ion a s  wel l  as  grant ass is tance 
of approximately $0.5 mill ion. 

Thailand's over-all  economic prospects, however, a re  not f r e e  from 
danger. The economy i s  especia l ly  vulnerable t o  sharp world mar- 
ket pr ice  changes in r i c e ,  rubber and tin. The recent increases 
in foreign exchange holdings and the  high growth r a t e  owe a great 
dea l  t o  a for tui tous  combination of good crop years and high ex- 
'port pr ices .  Moreover, the  Thai Government's conservative f i s c a l  
and monetary pol ic ies ,  while contributing t o  economic s t a b i l i t y ,  
have resul ted in underuse of avai lable  Thai resources f o r  devel- 
opment and secur i ty  purposes. 

Economic expansion has been uneven. Incomes in the Northeast a re  
estimated a t  only two-thirds of t h e  nat ional  average, and l e s s  
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areas ,  the United S ta tes  w i l l  continue t o  a i d  Northeast agricul-  than ha l f  t h e  average i n  Bangkok. Thus, the  general economic im-  
provement is  not affect ing the  re la t ive ly  backward areas of the  
country s u f f i c i e n t l y  t o  ward off the  t h r e a t s  of subversion and 
insurgency. 

With U.S. encouragement, the  Government of Thailand now more 
c l e a r l y  recognizes the  problem of po ten t i a l  insurgency and has be- 
gun t o  organize and deploy resources and manpower t o  cope with it. 
The p r inc ipa l  t a sk  is  t o  increase t h e  effectiveness of the  cen t ra l  
Government i n  t h e  remote areas.  Bet ter  l o c a l  government, expanded 
agr icu l tu ra l ,  educational and medical services,  improved t ransport  
throughout these  depressed areas  and greater  pol ice ,  para-military 
and in te l l igence  capab i l i t i e s  a re  a l l  necessary t o  combat the  Com- 
munist t h r e a t .  A major e f f o r t  w i l l  be required by the  Government 
of Thailand t o  modify t r a d i t i o n a l  centra l izat ion of author i ty  and 
concentration of resources i n  t h e  Bangkok and c e n t r a l  p la ins  area. 
Negatiations pre now under way ~ 5 t h  t h e  Government o f  Thailand t o  
enable t h e  U ,S, program t o  work more o1oseJ.y with provincia l  
auiihor2ties to vhich t h e  Thai  Government mst delegate greater 
authority, budget resources and staff .  

FY 1965 Program 

A major por t ion of the  U.S. ass is tahce requested f o r  FY 1965 i s  
spec i f i ca l ly  di rected toward the  in te rna l  secur i ty  threat .  'I'he 
United S ta tes  w i l l  encourage decentra l izat ion of administrative 
respons ib i l i ty  and k r o v e m e n t  i n  the  ~ r o v i n c i a l  governments' re- 
sponse t o  v i l l a g e  needs and, a s  progress i s  made i n  t h i s  d i rect ion,  
w i l l  s t a t i o n  more American technicians i n  the  outlying r u r a l  areas.  
A program f o r  accelera t ing r u r a l  development i n  the  Northeast 
w i l l  increase the  capacity and respons ib i l i ty  of provincial  
au thor i t i e s  t o  construct needed dams, canals,  roads and other  v i l -  
age projects .  The United S ta tes  w i l l  a l so  help t r a i n  Thai mechan- 
i c s  and equipment operators.  Under agreements negotiated by A.I.D.,  
U.S. Seabee Technical Assistance Training Teams, which performed 
successfully i n  FY 1963-64, w i l l  be used extensively on these  
projects  . 
Community Development and Village Health a c t i v i t i e s  w i l l  be con- 
centrated i n  t h e  Northeast. Thai competence i n  these  f i e l d s  is  
increasing, thus permitting a reduction i n  U.S. assistance.  To 
provide fo r  b e t t e r  crops and increased earnings i n  the  depressed 

tu ra l '  development through extension work, s o i l  and water conser- 
vation, agr icul ture  research and farm management planning. Re- 
cently expanded programs f o r  the t r a in ing  of loca l  o f f i c i a l s  w i l l  
reach over 1,000 persons i n  the  r u r a l  areas  i n  FY 1965. 

u 
Further improvement w i l l  b e  made during FY 1965 i n  t r a in ing  and 
equipping the  Border Pa t ro l  Police and the  Provincial  Police. 
Civic Action programs carr ied out by the  Border Patrol  Police 
among the h i l l  t r i b e s  of the  North provide one of the  few l inks  
between the cen t ra l  Government and these  people. 

I n  accordance with a recent assessment carr ied out by A.I.D. and 
World Health Organization, the  Malaria Eradication program w i l l  be 
stepped up i n  FY 1965 t o  ensure the  success of work carr ied out t o  
date. The United S ta tes  w i l l  continue t o  finance a contract with 
the University of I l l i n o i s  providing f o r  ass is tance t o  the  Chieng- 
mai Medical School, which i s  t ra ining badly needed doctors f o r  
Northern Thailand. The School w i l l  s t r e s s  services i n  these  r u r a l  
areas. 

Thailand's a b i l i t y  t o  plan both i t s  development and secur i ty  pro- 
grams adequately i s  e s sen t i a l  t o  meeting U.S. objectives.  Thail- 
land welcomes U.S. ass is tance i n  improving governmental operations. 
In  FY 1965 t h e  United Sta tes  w i l l  complete programs i n  public ad- 
ministration and s t a t i s t i c a l  services.  A.1.D. w i l l  continue t o  
a s s i s t  a study of Thailand's manpower requirements and help plan 
educational po l i c ies  t o  meet them. 

To promote i n d u s t r i a l  development, f e a s i b i l i t y  surveys w i l l  be 
undertaken t o  ident i fy  development projects  worthy of loans from 
other  f ree  world agencies. The United Sta tes  w i l l  a l so  continue 
t o  advise Thailand on means of strengthening the  pr ivate  indus- 
t r i a l  sector and reducing government ownership of indus t r i a l  en- 
terpr ises .  

A.I.D. loans t o  Thailand w i l l  be largely  l imited t o  projects  which 
would contribute both t o  economic development and t o  in te rna l  se- 
cur i ty ,  and f o r  which other f r e e  world ass is tance i s  not avai lable  
on reasonable terms. 
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T I T L E  I - ASSIT FRCMOTHER COUNTRY SALES A G M I S .  

T I T L E  I I - FMEIGENCY R E L I E F  k ECON. DEV.. .... 
T I T L E  I  I I  -VOLUNTARY REL l E F  4GENC I  ES. . . . ... 
T I T L E  I V  - DOLL4R CREDI T  SALES..  . . . . . . . . . . . .  

IOlHER u . s .  E c o M o u l c  pno.RAns ................. C 
I TOTAL ECONOMIC. ........................ 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I M I L I T A R Y  A S S I S T I I C E  PROGRAM - ( C h g ,  
(Add,  t r o n a l  G r m  t r  from E s r e s s  

.................... OTHER M I L I T A R Y  ASSISTARCE 

......................... TOTAL M I L I T A R Y  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

............. TOTAL ECONOMIC A I D  M I L 1  TARY.. 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

a/ Dws not include $7.0 d l l l o n  loan i n  FY 1958 financed by Asian EconoRic D - ~t Funds. Lass than $50,000. 

ASS1 STANCE FROM 1 NTERNATI ONAL AGENCIES SINO-SOVI  ET BLOC ASSISTANCE 

....................... F Y  1962 F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  1 9 6 2  ( C a l e n d a r  Y e a r )  

fBRD - World Bank . . .  ....................... 1 9 6 3  ( C a l e n d a r  Y e a r )  

. . . .  UN Special Fund 0.9 1.7 6.6 
Int ' l .  FiMnce Corp.. . 0.3 C u m u l a t i v e  t h r u  1 9 6 3 . .  ..................... 
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.' - - -  Vietnam 

BASIC DATA 
Population (millions - mid-1963) ....... 15  ....... Annual Growth Rate (percent). 2.8 

............ Area (1000 square miles) 66 
... Population Density per square mile. 230 

Agricultural Land as % of Total Area . . . .  33 
Percent of Populution in Agriculture. . .  85 

............ Life Expectancy (years) 3 5 
People per Doctor. ................ 28,800 

Literacy Rate (percent) ............. 20-40 
Pupils as Percent of Population. . . . . . . .  12 

(Primary 6 Seconday) 

VIETNAM - GROWTH TRENDS 
s . -- 
I 

Fwulatlon 23% 

**1957-56 r(r to 1962 63 r(r 

Gross Nbt~onol - -  - 
Product 

PREVIOUS PAGE BLANK 

1- 
iROWTH INDICATORS 

Total GNP (in 1962 prices; I millionsP. . . . . . . . . . .  1,275 
.................. Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance as % of GNP. .............. 
Agricultu~l  Prod. Index (1 952-54 = 100) . . . . . . . . . . .  

Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  
Rice, rough (1,000 M.T. ) .............. 

Rubber Output ( 1,000 M.T. ). . . . . . . . . . . . . .  

NTERNATIONAL TRADE ( I  millions) 
. . . . . . . . . . . . . . . . . . . . . .  Total Exports (1.0.6.).  

Rubber ................................. ....................... Total Imports (c. i. f.) 
......................... Trade Balance 

3OLD & FOREIGN EXCHANGE (3d&dz). . . . .  
........... ZOST OF LIVING INDEX (1958= 100). 

:ENTRAL GOVERNMENT FINANCES * 
(FP ending December 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
(Defense ~ x p e n d i t u r e s d  .................. 
(Capital Outlays). ....................... 

Total Domestic Revenues . . . . . . . . . . . . . . . . . . . .  
As percent of GNP.  ...................... 

Deficit (-1 or Surplus (+) . . . . . . . . . . . . . . . . . . . . .  

Calendar Years 
1961 - 

- Million Dollar Equivalents - 

1963 Est. 

1,440 
94 

n.a. 
n.a. 

1 5  

212 
153 

5,100 

77 

75 
(35) 

280 
-20 5 

176(0ct.) 

116 

* Converted a t  60 p i a s t r e s  per  U.S.$. 
g/ Includes C i v i l  Guards and Self-Defense Corps. 

Devaluation i n  1962 involved new import t a x  arrangements and new counterpart  depos i t  
requirements r e su l t i ng  i n  a dec l ine  i n  reported domestic revenues. 
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PROGRAM SUMMARY A . I . D .  programs while responsive t o  the  overriding need t o  win the  
war, a r e  designed t o  bring f o r t h  the  g rea tes t  possible Vietnamese 

(1n mill ions of do l l a r s )  e f f o r t  and t o  contribute t o  long-yange soc ia l  and economic progress. 
FY 1963 FY 1964 FY 1965 
Actual Estimated Proposed 

Technical Cooperation 10.3 6.0 7.0 
Supporting Assistance 119.7 117. 0 &30.0 
Contingency Fund 13 -3  XXX XXX 

Total  A . I . D .  Assistance a 

U.S. Objectives and Policx 

The immediate and overriding U.S. objective in Vietnam i s  t o  a s s i s t  
t h e  Vietnamese Government and people t o  defeat the  C o m i s t  insur- 
gency. The Viet Cong has a strong g r i p  on large areas of South 
Vietnam, pa r t i cu la r ly  in t h e  Mekong Delta. To win, t h e  Government 
must make a sustained offensive on a l l  f ron t s  t o  gain t h e  a l l e -  
giance of  the  peasants now under f u l l  o r  p a r t i a l  Viet Cong 
domination. 

I n  order t o  assure the  peasants protection against Cormrmnist dep- 
redations,  there  must be a large mi l i t a ry  effor t  against  the  hard- 
core Viet Cong and t h e i r  l o c a l  i r r egu la r s .  In addition t o  a t tack 
un i t s ,  l o c a l  defense forces and fo r t i f i ca t ions  must be ins ta l l ed  
and maintained throughout the  country. To give the  peasant a 
s take in defending h i s  home and h i s  v i l l a g e  and in upholding l e g i t -  
imate government, the re  must be e f fec t ive  po l i t i ca l ,  s o c i a l  and 
economic programs t o  overcome the  popular grievances and f rus t ra ted  
asp i ra t ions  upon which t h e  Viet Cong have bu i l t  t h e i r  strength.  

A . I . D .  programs a re  therefore designed: 

1. To he lp  meet the  extraordinary costs  of mili tary and economic 
e f f o r t s  which the  s i tua t ion  requires of the Vietnamese Gov- 
ernment, whose mi l i t a ry  budget has doubled since 1960. 

2. To provide the  technical  s k i l l s ,  advice, t ra ining,  commodities 
and equipment a t  t h e  time and t h e  place needed t o  push t h e  
Vietnamese e f f o r t  decisively forward. 

3 .  To counsel and encourage the  Government to adopt and execute 
po l i c ies ,  pa r t i cu la r ly  affect ing the  ru ra l  majority, which can 
lead t o  victory.  

Progress, Self-Help, Aid from Others 

The government established a f t e r  Diem's overthrow on November 1, 
1963 underwent an i n t e r n a l  power change on January 30. General 
Nguyen Khanh engineered t h i s  change and i s  now in effective'con- 
t r o l  of the  governmentalmachinery. General Khanh has organized 
a l a rge ly  c i v i l i a n  government with himself as  Prime Minister. He 
intends t o  concentrate h i s  personal a t t en t ion  on the  mi l i t a ry  
aspects of the  struggle.  General Minh, previous leader  of the  
Mil i tary  Revolutionary Council, remains a s  a figurehead chief of 
s t a t e .  Khanh i s  capable, energetic,  and hard-driving; he shows 
promise of promoting eff ic iency in government operations. The 
new government seems wel l  aware of t h e  magnitude of the  problems 
it faces and of the  need f o r  imaginative action t o  gain r u r a l  
support. 

A major past deficiency has been t h e  f a i l u r e  in par ts  of t h e  Me- 
kong Delta and several  o ther  sectors  t o  assure l a s t ing  mi l i t a ry  
secur i ty  t o  peasants who had connnitted themselves t o  the  Govern- 
ment's s ide  by moving i n t o  t h e  s t r a t e g i c  hamlets. The s t r a t e g i c  
hamlets were extended too rapidly,  against  U.S. advice, i n t o  cer- 
t a i n  areas where e f fec t ive  mi l i t a ry  protection could not be given, 
and in such cases t h e  hamlets were ineffect ive ,  i f  not ac tua l ly  
counter-productive, in t h e i r  aim of seal ing off  the  population 
from Viet Cong influence and control. The program now i s  concen- 
t r a t i n g  on secure areas and the  consolidation of viable  e ~ s t i n g  
hamlets. The o r ig ina l  hamlets have succeeded in the great  major- 
i t y  of d i s t r i c t s ,  however, in bringing the  people and government 
together in constructive cooperation f o r  economic and s o c i a l  prog- 
ress  and security.  

I n  the  period since November 1963, mi l i t a ry  au thor i t i e s  have a lso  
recognized a need f o r  fundamental reforms t o  a t t r a c t  and hold t h e  
l o y a l t i e s  of t h e  peasant, including higher farm prices,  a revised 
land reform program, and honest, e f fec t ive  l o c a l  government. 
Action t o  meet these  needs w i l l  require  strong and imaginative 
leadership by the  new government. 

The Mil i tary  government has a l so  responded t o  U.S. insWkenoe o$ 
the  necess i ty  f o r  s t e rne r  measures t o  mobilize Vietnam's economic 
resources f o r  the  war e f f o r t .  Austerity taxes have been i n s t i -  
tu ted on a broad range of imported goods, and plans a re  being 
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formulated t o  increase t a x  revenues by broadening the  t a x  base and 
improving t a x  administration t o  secure b e t t e r  compliance with t a x  
laws. The government has a lso  indicated a will ingness t o  consider 
drawing down foreign exchange reserves,  i f  necessary, and t o  re- 
s t r i c t  fu r the r  the  already reduced and highly taxed luxury imports. 
In general, the  Government has been moving in the r igh t  direction, 
with the  proof of sustained e f fec t ive  act ion yet  t o  be seen. 

Since the  November coup, U.S. o f f i c i a l s  in Saigon have developed 
c loser  consultative re la t ionships  with counterparts i n  the  Viet- 
namese Government. A . I . D .  a lso  has close contact with Vietnamese 
o f f i c i a l s  d i r e c t l y  engaged in provincia l  administration. A . I . D .  
res ident  representat ives  a re  s ta t ioned in each of the  42 provin- 
c i a l  cap i t a l s ,  and more than 100 other members of the  Mission 
spend most of t h e i r  time in the  provinces. Together with the  U.S. 
mi l i t a ry  sec to r  advisors,  the  A . I . D .  representat ives  counsel prov- 
ince ch ie f s  on a l l  aspects of the  counterinsurgency program, and 
oversee t h e  use of A . I . D .  funds and commodities. 

The main burden of foreign support of the  South Vietnamese Govern- 
ment has been and w i l l  continue fo r  the  foreseeable fu tu re  t o  be 
borne by t h e  United S ta tes .  In FY 1964, t h e  t o t a l  of economic 
ass is tance financed by A.I .D.  i s  estimated a t  $123 mill ion, subject 
t o  contingencies t h a t  may require addi t ional  funds. Substantial  
funds have come from other sources, however, i n  t h e  form of loans 
and grants  and commercial c red i t s .  From 1960 through 1963 South 
Vietnam received an annual average of $23 mil l ion i n  a i d  committed 
by other  f r e e  world sources, and during calendar year 1963, com- 
mitments by France, Germany, Japan, the  U.K., Australia,  New 
Zealand, Canada and UN agencies amounted t o  $34 mil l ion.  

FY 1965 Program 

The proposed program f o r  FY 1965 supplements and i s  coordinated 
with subs tan t i a l  d i r e c t  mi l i t a ry  support through the  Mili tary As- 
s is tance Program. The A.I .D.  program has th ree  elements: 

1. Balance-of-payments support of $95 mi l l ion  i n  Supporting As- 
s i s t ance  funds w i l l  finance essen t i a l  imports. It w i l l  be 
supplemented by sa les  of surplus agr icu l tu ra l  commodities 
valued a t  approximately $32 mil l ion under P.L. 480 T i t l e  I. 

2. A counterinsurgency program w i l l  be financed by $35 miUion of 
Supporting Assistance and agr icu l tu ra l  surpluses valued a t  
approximately $30 mil l ion (commodity Credit  Corporation pr ices)  
under T i t l e  I1 of P.L. 480. 

3. Technical Cooperation and Development Grant a c t i v i t i e s ,  t o t a l -  
ing $7 mill ion, a l so  w i l l  play a r o l e  i n  supporting the  war 
e f fo r t  but aim la rge ly  a t  longer-term i n s t i t u t i o n a l  development 
i n  f i e lds  such a s  education, public heal th ,  public administra- 
t i o n  and i n d u s t r i a l  advice and t ra in ing .  

Commercial Imports. The amount proposed i s  based on an assessment 
of Vietnam's import-financing gap, given t h e  projected l e v e l  of 
Vietnam's production and export earnings and a i d  expected from 
other  sources. Commercial import ass is tance i s  designed t o  pro- 
vide t h e  necessary degree of f inanc ia l  and economic s t a b i l i t y  by 
supplying essen t i a l  commodities t h a t  could not otherwise be i m -  
ported in adequate amounts such a s  medicine, trucks,  f e r t i l i z e r ,  
machinery, cement and s t e e l .  Imports of A. I .D .  and P.L. 480 sa les  
commodities help prevent i n f l a t i o n  by absorbing much of the  in-  
creased money supply which has accompanied the  stepped-up war 
e f f o r t .  Counterpart p ias te r s  generated by t h i s  program cover 
most of the expanded mi l i t a ry  budget. 

Counterinsurgency. The C I  program provides immediate benef i ts  t o  
the  s t ra teg ic  hamlet dwellers and i n  a va r ie ty  of other  ways d i -  
r e c t l y  supports the  war e f f o r t  i n  t h e  r u r a l  areas .  A.I.D. C I  
supplies and technicians enable both refugees from the Viet Cong 
and s t ra teg ic  hamlet dwellers t o  re-es tabl ish  t h e i r  means of l i v e -  
lihood, construct modest schools, health s t a t ions ,  r u r a l  water 
supply f a c i l i t i e s  and hamlet defenses. The program provides f o r  
other  a c t i v i t i e s  with immediate r u r a l  impact such a s  d i s t r ibu t ion  
of improved seed, f e r t i l i z e r  and r a t  poison, help i n  es tabl ishing 
hog ra is ing and i n  growing b e t t e r  crops. Through t h i s  program 
A.I.D. i s  equipping 5,000 vi l lages  and hamlets with two-way alarm 
radios and providing 20,000 personal radio  receivers t o  key r e s i -  
dents. It a l s o  provides f o r  r epa i r  and maintenance of worn and 
war-torn t ranspor ta t ion f a c i l i t i e s .  Examples a re :  repair  of 
railway and road sabotage, dredging of Delta waterways, and con- 
s t ruct ion of new r u r a l  roads and a i r p o r t  control  f c a i l i t i e s .  
This d i rec t  counterinsurgency support responds t o  short-term eco- 
nomic and soc ia l  needs of the  harassed r u r a l  population, now 
demonstrating with tangible deeds the  benef i ts  of loya l ty  t o  the  
Vietnamese Government and nat ional  independence a s  contrasted t o  
l i f e  under t h e  Communist Viet Cong. 

Technical Cooperation. The war e f f o r t  continues t o  require  the  
a l locat ion of most avai lable  resources; a nmber of long-range 
a c t i v i t i e s  with l e s s  bearing on immediate problems have been 
cur ta i led.  In order t o  maintain t h e  impetus of the  short-term 
assistance,  however, some help i s  needed i n  the  building of basic 
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i n s t i t u t i o n s  required t o  meet the  continuing need f o r  e s s e n t i a l  of Vietnamese technicians fo r  t h i s  work; ( c )  maintenance and ex- 
s k i l l s  and services.  Major projects  are:  (a)  completion of a tension of a system of vocational,  engineering and agr icu l tu ra l  
medical education center,  technical  cooperation t o  improve medi- education capable of providing an increasing supply of s k i l l e d  
c a l  education and provide more doctors and nurses; (b) compre- technicians ; and (d) improvement of the  Vietnamese education 
hensive spraying of areas where malaria i s  endemic and t ra in ing  system, with pa r t i cu la r  emphasis on teacher education and hamlet- 

l e v e l  elementary education. 



Viet Nam 
( U . S .  F i s c a l  Y e a r s  - M ~ l l i o n s  o f  D o l l a r s )  

I 

1 AUTHOR l ZAT l ONS 

FORE1 GN ASS I S T A I C E  
ACT PERIOO TOTAL 

1 9 4 6 -  
1 9 6 3  

EPAYMENT! 
AND 

I N T E R E S T  
1 9 4 6 -  
1 9 6 3  

TOTAL 
L E S S  

EPAYMENTS 
AND 

l NTEREST 

U .  

POST-WAR MARSMALL 
PROGRAM R E L I E F  PLAN 

P E R l O D  PERIOD 

1 9 4 6 - 1 9 4 8  1 9 4 9 - 1 9 5 2  

OVERSEAS LOANS AND GRANTS - N E T  OBL l GAT l  ONS AND L (  

MUTUAL SECURITY ACT PERIOO 

-- 

-- 

-- 

-- 

- 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  AGENCIES S I N O - S O V I E T  BLOC A S S I S T A N C E  

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  1 9 6 2  [ C a l e n d a r  Y e a r ) . . .  .................... 
.................... 1 9 6 3  ( C a l e n d a r  Y e a r ) . . .  ...... UN Special Fund 

..................... Cumu l a t  i ve  t h r u  1963 . .  

A. 1.0.  AH0  PREDECESSOR AGENCIES - TOTAL ...... I I 
. . . . . . . . . .  . . . . . . . . . . . . . . .  ~ o a n s d .  .. 

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I I 
S O C I A L  PROGRESS TRUST FUN0 ................... I I 
FOOO FOR PEACE - TOTAL ....................... I I 

T i t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  I . . . . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  . . . . . . . .  NO P rog rams  

' r i o r  t o  FY 1 9 5 4 .  

T I T L E  I - PLANNED FOR LOANS AND GRANTS.. . . .  I I 
. . . . . . .  1 0 4 c  - G r a n t s  f o r  Common D e f e n s e . .  
. . . . . .  104e  - G r a n t s  f o r  Econ .  Deve lopmen t  

. . . . . . . . .  . 104e  Loans  t o  P r i v a t e  I n d u s t r y  
. . . . . . . . . . . .  . 104g  Loans  t o  G o v e r n m e n t s . .  

T I T L E  I - ASS'T FRM OTHER COUNTRY SALES AGFIMI'S. 
T I T L E  I I - EMERGENCY R E L I E F  & ECON. DEV. .  .... 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . . . . . .  

. . . . . . . . . . . . . .  T I T L E  I V - D O L L A R  C R E D I T  S A L F S  

EXPORT- IMPORT BANK LONG-TERM LOANS ........... I I 
OTMER U.S. ECONOMIC PROGRAMS ................. 

b/ 
TOTAL ECONOMICT ........................ 

Loand'., . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

M I L I T A R Y  ASSISTANCE PROGRAM - ( C h g .  t o  A p p . ) . .  
( A d d ~ t ~ o n a l  G r a n t s  f r o m  E z c e s s  S t o c k s ] .  . I I 

OTMER M I L I T A R Y  ASSISTANCE .................... 
......................... TOTAL M I L I T A R Y  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s . .  

TOTAL ECONOMIC AN0 M I L I T A R Y  . .............. 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  I 

L 

4 Does not include $3.3 mil l ion loan i n  FY 1958 financed by Asian Economic Development Funds. 4 
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Far East Programs . 

Other Far East -- Basic Data 

POPULATION 

Total  (1963) ......................... 
Annual Growth Rate ................... 

AREA - 
Total ................................ 
Agricultural  Land .................... 

GROSS NATIONAL PROWCT 

Per Capita  st.) .................... 

TRADE 

T o t d  Exports (1952) ................. 
Main Exports ......................... 

HEALTH & EDUCATION 

Life  Expectancy ...................... 
People per  Doctor .................... 
Literacy Rate ........................ 

a - Exchange record data. 

UNIT 

Millions 
Percent 

1,000 sq. mi. 
$ of Area 

do l la rs  

$ Millions 
Item 

Yeaxs 
Persons 
Percent 

262 
13 

5 9 

267 
Rice 

China 
( ~a iwan)  

12  
2.9 

14  
24 

154 

218 
Sugar 

Indonesia 

710a 
Rubber 
O i l  

Phil ippines 

556 
Sugar 

Coconut Prod. 
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outs tan din^ Commitments A.1.D a s s i s t ance  i s  proposed f o r  FY 1965 i n  four other countries 
of the  Far East: 

Burma, where the  program i s  essen t i a l ly  limited t o  completing pre- 
vious commitments. Unless t h e r e  i s  marked change in the polLtt2cal 
and e c o n e ~ c  outlook in Burma, A .f. D. does not expect to malce any 
substan%iaf new commitments in FY 1965. 

China, whose sustained economic progress has permitted progressive 
reduction in A . I . D .  assistance.  A.I.D. expects tn malca no hew 
program fund requests f o r  China after FY l?tjfi, Substant ia l  P .L. 
480 s a l e s  of U.S. agr icu l tu ra l  products and lnil i tary ass is tance 
continue t o  be required. 

Indonesia, where present circumstances warrant only a program of 
t echn ica l  cooperation primarily in education, leadership t r a in ing  
and malaria eradication. 

Philippines,  where a modest technical  cooperation program i s  fo- 
cused on enabling t h a t  country t o  develop i t s  resources more 
rapidly ,  and where l imited development lending i s  foreseen. 

The Far East program also includes Regional a c t i v i t i e s .  

BURMA 

Burmals continued independence, undligned with Cormmvlist Chba or  
the Soviet Union, i s  an important objective of U.S. policy in 
Southeast Asia. Notwithstanding periodic shifts in t h e  r e l a t i v e  
c o r d i a l i t y  of i t s  re la t ions  with the  United States and Communist 

ing  and advisory services  re la ted  t o  projects previously funded but 
not yet complete. 

There a re  two commitments f o r  economic ass is tance t o  Burma which 
a re  s t i l l  p a r t i a l l y  outstanding: 

1. A $30 Million Grant Connnitted in 1959. Under t h i s  commitment 
$2 mill ion (together with a $5.5 mil l ion P.L. 480 l o c a l  cur- 
rency grant) has been contributed t o  the  design and construc- 
t i o n  of a new campus f o r  t h e  Rangoon University Libsral  A r t s  
College, scheduled f o r  completion in 1966. The remaining $28 
mil l ion was committed t o  design and construction of par t  of 
the  Rangoon-Mandalay Highway. Of t h i s  amount $9.4 mill ion 
was obligated in FY 1963 ($4.0 mil l ion in P.L. 480 l o c a l  cur- 
rency grants  w i l l  be obligated i n  FY 1964) f o r  t h e  Rangoon- 
Pegu sector  which w i l l  be under construction by ea r ly  f a l l  of 
t h i s  year. 

Obligation of the  remaining commitment f o r  construction of the  
Pegu-Pyu sec to r  has been delayed u n t i l  an economic and engi- 
neering f e a s i b i l i t y  study, f o r  which $500 thousand is  sched- 
uled t o  be obligated in FY 1964, can be completed. No U.S. 
f inanc ia l  ass is tance i s  planned f o r  the  f i n a l  sector  of the  
highway, from Pyu t o  Mandalay. 

2. A $25 Million Line of Credit m e n d e d  in 195'2. Nine projects  
have been completed, and f i v e  on-going projects  w i l l  f u l f i l l  
t h i s  commitment by 1966. I f  f i n a l  agreement i s  reached with 
the  Burmese Government, A.  I. D. w i l l  obligate the  $3.4 mil l ion 
remaining balance of t h e  1957 l i n e  of c red i t  during FY 1964 
f o r  t h e  design and construction of a l a rge  teakwood sawmill in 
Rangoon. 

Other Assistance 

A s  a neu t ra l  nation, Burma accepts a id  from both f ree  world and 
non-free world sources. During FY 1964 f r e e  world a id  from 
sources other than the  United Sta tes  w i l l  t o t a l  about $35 mill ion. 
Some $21 mil l ion of t h i s  i s  reparations from Japan; t h e  balance 
includes a $5 mil l ion loan from Germany, and ass is tance t o t a l i n g  
$7.6 mil l ion from various UN agencies. Aid from C o m i s t  sources 
since 1955 i s  estimated a t  over $100 mill ion, the  great bulk of 
which is  from Communist China. 

Supporting ass is tance of $18.3 m i n i o n  
Q8.1 mill ion x i =  be f o r  the  Pew-Pyu 
blandalay Highrrw provided agreement i s  

i s  proposed f o r  FY 1965. 
sector  of the  Rangoon- 
reached r e t h  the  E m e s e  
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a f t e r  completion of t h e  f e a s i b i l i t y  study. (P.L. 480 generated 
l o c a l  currency IIBJ d s o  be required t o  meet l o c a l  construction 
costs.)  The $30 million grant commitment of 1959 w i l l  then have 
been f u l f i l l e d .  The balance of $0.2 mtll ion of t h e  proposed i?Y 
1965 supporting ass is tance f o r  D m  i s  t o  provide U.S. technicians 
and maintenance equipment t o  assure sa t i s fac to ry  u t i l i z a t i o n  of an 
$8.8 millfon Police EquLpment Loan made from pr io r  year funds. 

Technical Cooperation funds of $1.0 mill ion a re  requested f o r  use 
a s  follows: ( a )  $0.5 mill ion f o r  advisory ass is tance on mainte- 
nance and organization t o  the  Department of Highways; and (b) $0.5 
mill ion f o r  a continuing general par t ic ipant  t r a in ing  program and 
t echn ica l  ass is tance d i r e c t l y  re la ted t o  projects  previously f i -  
nanced but s t i l l  being completed. 

.Despite drought, typhoon, and flood problems, t h e  Republic of 
China's t o t a l  output rose about 6.5% during 1963. Pr ices  remained 
r e l a t i v e l y  s t ab le  f o r  t h e  t h i r d  successive year. Assisted by t h e  
windfal l  from exceptionally high sugar pr ices ,  export earnings rose 
by about 50% (and t h e  value of exports othei- than sugar about 30%), 
which reduced t h e  d e f i c i t  in t h e  balance on goods and services  from 
$115 mill ion in 1962 t o  about $20 mill ion in 1963. 

Since 1953 Gross National Product (GNP) has increased by an average 
of more than 6% per year, and per capi ta  GNP has increased about 3% 
per year t o  t h e  current l e v e l  of $154. Agricultural  production 
has averaged an increase of 4% annually and i n d u s t r i a l  production 
10-12%. Education and health standards are  r e l a t i v e l y  high f o r  
Asian countries.  A s  t h e  r e s u l t  of one of the  most e f fec t ive  land 
reforms in t h e  world, over 80% of t h e  farmers now own t h e i r  own 
land. A sound economic and s o c i a l  infras t ructure  has been estab- 
l i shed .  I n  1952 t h e  pr ivate  sector  provided 40% of t o t a l  indus- 
t r i a l  production; today, t h e  pr ivate  sector  i s  responsible f o r  over 
60% of t h e  t o t a l ,  i n  pa r t  r e f l ec t ing  A . I . D . ' s  support f o r  growLh of 
pr ivate  enterpr ise .  

Progress,  Self -Help, Aid from Others 

Taiwan's exceptional growLh i s  t h e  accomplishment of an industrious,  
capable, healthy people who have made good use of large-scale U.S. 
ass is tance.  Under the  influence of f i s c a l  and monetary pol ic ies  
which a r e  gradually beconing development-oriented, one-third of the  
r i s e  in GNP between 1958 and 1962 was channeled i n t o  increased sav- 
ings.  During these years consumption rose 25%, investment 60%, and 

savings 125%. The proportion of gross investment financed by do-- 
mestic savings rose from 50% t o  70%. I n  1963, p a r t l y  as  a r e s u l t  
of the  sugar windfall ,  domestic savings almost equalled domestic 
investment. 

Accompanying t h e  rapid expansion in investment and output has been 
an annual average increase of 3% in per capi ta  consumption l eve l s .  
These gains have been f a i r l y  wel l  d is t r ibuted.  A t  t h e  same time, 
t h e  Republic of China continues t o  carry one of t h e  heaviest  de- 
fense burdens of any f r e e  world nation, and plays an import& 
r o l e  in free  world defensive strength.  Much remains t o  be done, 
however. Unemployment and underemployment are continuing prob- 
lems. Social services  a r e  inadequate, and educational ins t i tu -  
t i o n s  need t o  be strengthened t o  meet t h e  requirements of a devel- 
oping econow. 

Taiwan's large balance-of-payments d e f i c i t s  of past  years have 
been supported primarily by U.S. economic ass is tance plus a steady 
inflow of overseas Chinese and other external  pr ivate  cap i t a l .  
I ts  economy has now reached t h e  s tage where future  c a p i t a l  needs 
can probably be met by conventional credi ts ,  loans and investments 
from private sources, in te rna t iona l  agencies, t h e  Export-Import 
(Ex-Im) Bank and s imilar  sources. The Internat ional  Development 
Association in 1961 extended $15 mill ion in c red i t s  f o r  small 
industry,  ag r icu l tu ra l ,  water supply and port  development projects.  
The World Bank recent ly  made i t s  f i r s t  loan t o  Taiwan ($7 mill ion 
f o r  f i she r ies )  a f t e r  making a de ta i l ed  analysis of t h e  economy 
t h a t  i s  expected t o  r e s u l t  i n  addi t ional lending.  American and 
Japanese companies have made subs tan t i a l  investments on the  is land,  
and West European investors,  pa r t i cu la r ly  German, a r e  displaying 
a growing i n t e r e s t  in Taiwan's potent ia l .  The Ex-Im Bank has 
guaranteed several  American export c red i t s  t o  Taiwan. 

FY 196.5 Program 

The continued secur i ty  and development of t h e  Republic of China 
w i l l  require subs tan t i a l  U.S. mi l i t a ry  assistance and sa les  of 
U . S . surplus agr icu l tu ra l  products a f t e r  the  completion of A .  I. D. 
programs in Taiwan. P.L. 480 sales ,  both T i t l e  I and IV, w i l l  be 
necessa ry to  meet agr icu l tu ra l  import requirements which otherwise 
would claim foreign exchange needed f o r  i n d u s t r i a l  and other de- 
velopment imports. A ~ Q &  #& j siiULoa bf PC& bW U t e  m:fagy; 
seen f o r  FY 1965, An increasing proportion of these  sa les  mfi 
be repayable in U.S. do l l a r s  or  i n  l o c a l  currency earmarked f o r  
required U.S. Government uses. This w i l l  benefit  the  U.S. balance 
of payments, as  does the  s t e a d i l y  r i s ing  t rend in China's non-aid 
financed imports from the  United States.  
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The continuation of these  a c t i d t i e s  in t h e  pre 
i s  intended: (a) t o  maintain an element cf U.S. influence in 
Indonesia; fbf t o  strengthen groups h o s t i l e  t o  the  spread.02 Corn- 
munist influence such as fr iendly o f f i c i a l s  within the  t r o t r e m t ,  
the  axmed forces  m d  police, and certain in te l l ec tua l s ;  and (0) t o  
support t rends within Indonesian soc ie ty  favorable t o  t h e  e~oLu- 
t l c n  of an Wones ian  Govemunsnt more compatible with t h e  ideoAo&p 
and securi ty  i n t e r e s t s  of the United States '  in Southeast Asia. 
Further objectives a re  t o  promote an improved long-term foundation 

Consideration w i l l  be given i n  FY 1965 t o  a loan t o  & n!iiz&~n 
f o r  Chinese pr ivate  enterpr ise  investment. A.I.D. Development 
Loan funds f o r  general balance-of-payments support have not been 
needed i n  FY 1964, nor a r e  they l i k e l y  t o  be necessary i n  the  
future.  

The major emphasis of technical  cooperation a c t i v i t i e s  in the past 
year has been t o  stimulate the  pr ivate  sector.  The A . I . D .  Mission 
has concentrated heavily on providing technical, managerial and ad- 
minis t ra t ive  guidance t o  individual pr ivate  industries,  particu- 
l a r l y  those with a potent ia l  f o r  expansion in exports o r  import 
subs t i tu t ion .  An additional $0.5 million f o r  technical  coopera- 
t i o n  t o  t h e  pr ivate  sector w i l l  be needed in FY 1965 t o  insure an 
order ly  t r a n s i t i o n  from U.S. assistance t o  reliance by t h e  Chinese 
on t h e i r  own resources and other sources of technical help. U.S. 
ass is tance w i l l  consist  of indus t r i a l  development advisory techni- 
cians and short-term consultants from U.S. industries,  and public 
administration and management improvement advisors. 

Tt is  current ly  plannea t h a t  FY 1965 tvi l l  be  t h e  f i n a l  p a r .  of  
A.I.D. funding in Taiwan. However, the  recent French recognition 
of Conamueist China has made 5% pol i t icaJ3y unwise t o  announcls t h i s  
plan at th3.s t h e ,  s5ace it might be misinterpreted as a basic 
s W &  in U-S. policy toward t h e  Republic o f  China. 

INDONESIA 

Continuation of technical  cooperation a c t i v i t i e s  l imited in scope 
and concentrated i n  a few areas i s  proposed for  FY 1965. The pro- 
gram i s  small, r e la t ive  not only t o  the population, area and s t ra -  
t eg ic  importance of the  country, but a l so  t o  i t s  development po- 
t e n t i a l .  So long as Indonesia pursues her  present economic sad 
foreign po l ic ies ,  new c a p i t a l  or general financial assistame mutd 
not be t h e  U.S. in te res t ,  After a b r i e f  period of apparent ef- 
f o r t  t o  reach a solut ion of its economic i n s t a b i l i t y  and stagnation 
l a s t  spring and swmner, t h e  Government of Indonesia has since 
adopted po l ic ies  vhich have increased p o l i t i c a l  tensions in t h e  
region and promise nei ther  economic s t a b i l i t y  nor e a r l .  deve1o~- 
meit of the- countryls vast  resources. C!har&s in' conditions &d 
Indonesian pol ic ies  m u l d  require a reassessment of U.S. assis tance 
plans. 

The A . I . D .  program i s  directed primarily toward long-term improve- 
ment of higher education and other essen t ia l  i n s t i t u t i o n s  through.  
advisory services and t ra in ing  in the  United States  of p o t e n t i a l  ': 
M o r t e d a n  feadars, It also supports mil i tary c iv ic  action, in- 
cluding t ra in ing  of a m  of f ice rs ,  and malaria eradication. 

f o r  econon& development i d  preserve a' favorable-image of the  
United States  among the  Indonesian people. 

Aid from Others 

Sino-Soviet bloc mi l i t a ry  and economic assistance t o  Indonesia 
from 1956 t o  date has amounted t o  near ly  $1.7 b i l l ion ,  of which 
approximately $1 b i l l i o n  was mi l i t a ry  a i d  and the balance was f o r  
l i n e s  of c red i t  and c a p i t a l  project loans. 

Economic assistance from f ree  world sources other than the  United 
States  has been limited primarily t o  short-term suppl ier  c red i t s ,  
although France, Japan and Germany have extended some longer-tern 
loans, and Japan has committed some $400 million in reparations 
grants,  most of which has been expended. Ekpansion of economic 
c r e d i t s  from t r a d i t i o n a l  f r e e  world sources i s  inhibi ted by 
Lndonesiafs uncertain internat ional  re la t ions ,  in te rna l  economic 
d i f f i c u l t i e s  and already heavy burden of external  debt. Aid from 
the  U.K. has been suspended due t o  the  Malaysian confrontation, 
but Indonesia con tbues  t o  receive s ignif icant  technical  assistance 
from Japan, Australia, France, Germany, the  UN specialized agencies 
and t h e  Ford Foundation. 

FY 1965 Program 

The A . I . D .  program f o r  FY 1965 proposes $9.8 million t o  continue 
technical  cooperation in these f i e l d s  of ac t iv i ty :  

1. Education and specialized t ra ining.  Appro&tely 5,000 In- 
donesians have been t ra ined by A . I . D .  in the United S ta tes  
and t h i r d  countries in such f i e l d s  as  education, governmental 
administration, police administration, agriculture and tech- 
nology. Many hold important positions in government minis t r ies  
and other ins t i tu t ions .  Some 650 more wi l l  receive such 
t ra in ing  under the  proposed program. A . I . D .  a l so  is financing 
a f f i l i a t i o n s  between U.S. and Indonesian univers i t ies  t o  im- 
prove f a c u l t i e s  and curr icula  in Indonesia. It i s  proposed t o  
expand t h i s  ass is tance t o  help in t h e  establishment of agri- 
c u l t u r a l  and engineering facu l t i es  a t  selected un ivers i t i e s  
outside Java. A . I . D .  a lso  w i l l  help in the production and 
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dis t r ibu t ion  of more textbooks and teaching materials which 
I- 

marked by increasing s o c i a l  jus t ice ,  can demonstrate t h e  advan- 
w i l l  reach a broad and important audience. tages  of close t i e s  with t h e  United Sta tes  and the  v i t a l i t y  of a 

f r e e ,  democratic socie ty  in Asia. Alliance with t h e  Philippines 
2. I n t e r n a l  secur i ty  ass is tance.  These p ro jec t s  a re  intended $0 is  fundamental t o  the  U.S. s t r a t e g i c  posit ion in Southeast Asia 

IWhtaS,  & W7-ihi U18. 3ZSLWZtttS ~&h ktyg WI~L$&CBZ WiU and the  Western Pacific.  Cooperation i n  support of Philippine 
pOkWr gtwupe3 & t o  increase acceptance of democratic concepts economic progress i s  a p i l l a r  of the  a l l iance.  
of t h e  r o l e  of the  police and armed forces  i n  a f r e e  society.  
A . I . D .  i s  providing technical  ass is tance and t r a i n i n g  in public Progress and Problems 
s a f e t y  administration which w i l l  improve police capabi l i ty  t o  
maintain i n t e r n a l  secur i ty .  htrra&$ancs IXw T~fodt@metd $ The present Philippine Government has demonstrated increased will-  
st- a3~$'4-C-O a&&en%a.tion @$ %he pa?rica, p%&icu;lar@ ingness t o  face  economic f a c t s  and t o  seek responsible solut ions .  
the & b l e  Brigade, AU Lop &asdfs~# ;Ijl %he pt>U,oet h ~ 8  b t s ~  The Macapagal administration has completed a program t o  remove 
Wa;isted &I the, Un%ed &ah@ wld %he fx>.U.oe haw conslsh&j;p import controls and f r e e  the  peso. I n  addition, it has carr ied 
mf~&& a O~$I~TS o f  b10c agfqie)tan~~. Supply of arms and out a reform of t h e  c i v i l  service  and customs and t a x  administra- 
amnunition t o  the  police has been ha l t ed  s ince the  confronta- t ion .  
t i o n  policy with Malaysia began in September 1963 and i s  not 
provided in t h e  FY 1965 program. A . I . D .  is  a l so  supporting These and other e f f o r t s  t o  speed development, however, have not 
the  Indonesian armed forces  c iv ic  act ion program by t ra in ing  succeeded a s  yet  in ra i s ing  the  average annual r a t e  of growth 
m i l i t a r y  o f f i ce r s  i n  t h e  United S ta tes  in management f i e l d s  beyond the  5% experienced i n  the  l a s t  few years. Exchange r a t e  
and by furnishing t echn ica l  ass is tance needed f o r  c i v i c  im- reform along with higher pr ices  f o r  sugar and copra has strength- 
provement projects ,  such as  road and bridge r e b u i l  ened t h e  Philippine balance-of-payments and foreign exchange 
gat ion and flood control,  and school construction, posi t ion.  This should improve Philippine c red i t  standing and 
h8&% the Amt$ g ~ ~ 5 9 ~  p a g d k  a~,ocepCanQe. make foreign c a p i t a l  more accessible.  But obstacles t o  rapid de- 

velopment remain. Foremost among them a re  the  uncertainty of 
3. Advisory Services. Projects  provide U.S. advisors and U.S. Philippine a t t i t u d e s  toward foreign investors,  governmental inef  - 

t r a i n i n g  t o  t h e  Indonesian Government min i s t r i e s  concerned f i c iency  and r e s t r i c t i v e  pol ic ies .  
with economic development planning, f i s c a l  management, c i v i l  
avia t ion and maritime t ra ining.  FY 1965 Program 

'r. Malaria Eradication, This decade-long program, in cooperation 
with the  World Health Organization, provides technical  ad- 
v i s e r s ,  t r a i n i n g  and supplies of drugs,  insec t i c ides  and other 
condnodities t o  a s s i s t  Indonesia complete i t s  program of malaria 
eradicat ion in the  Inner Islands (southern Sumatra, Java, 
Madura and Ba l i ) .  Malaria eradicat ion reaches 65 mil l ion 
people and i s  the  p r inc ipa l  evidence of d i r e c t  American a id  t o  
t h e  mass of the  Indonesian people. 

I n  addition t o  t h e  A . I . D .  a c t i v i t i e s  described above, P.L. 480 
s a l e s  of cotton, r i c e ,  tobacco and other U.S. farm surpluses a re  
being made under a three-year s a l e s  agreement extending through 
1964. 

The FY 1965 A . I . D .  program proposes $3 mil l ion i n  technical  coop- 
era t ion concentrated on three  specif ic  areas:  (a)  improved econom- 
i c  planning and implementation; (b) r u r a l  reform and development; 
and (c )  stimulation of pr ivate  sec to r  i n i t i a t i v e  and investments. 
It also provides f o r  the  completion of previous technical  a s s i s t -  
ance and development grant commitments in other  f i e l d s .  

Development lending t o t a l i n g  $15 n5XLiun i s  expected t o  resume 
a f t e r  a long period of review of developent  projects  by t h e  
Philippine Government. The Philippines a l s o  has access t o  funds 
f r o m t h e  World Bank, E x - h  Bank and other f r e e  world sources. 
A . I . D .  considers loans t o  t h e  Philippines only f o r  sound develop- 
ment projects f o r  which funds from other leaders a re  unavailable 
on reasonable terms. 

PHILIPPINES A . I . D . ,  the World Bank, Ford Foundation, UN specialized agencies 
and other  donors a r e  coordinating t h e i r  e f f o r t s  t o  a s s i s t  the  
Philippines in various aspects of economic planning and plan im- 

I n  view of t h e  long and spec ia l  associa t ion of the  United S ta tes  plementation. The World Bank provides a resident advisory mission 
with the  people of t h e  Philippines,  a dynamic Philippine economy, which a s s i s t s  t h e  Philippine Program Implementation Agency and the  
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National Economic Council t o  formulate national and regional pro- 
grams. The Ford Foundation makes t echn ica l  advice avai lable  t o  
government agency heads on planning and programing. A . I . D .  i s  
a s s i s t i n g  the  Philippines t o  improve budget planning and manage- 
ment, customs administration, t a x  col lect ions  and accounting pro- 
cedures. In addition, A . I . D . '  i s  completing fores t  and mineral in- 
ventor ies  and undertaking a water resources survey. 

The Philippine Congress and administration made an encouraging 
f r e s h  start l a s t  f a l l  toward improving the  lo t  of t h e  Fi l ip ino 
farmer. They enacted a new agrarian reform law designed t o  in- 
crease  productivity and re l ieve discontent by enabling tenant 
farmers t o  become owner-operators and by expanding agr icu l tu ra l  
c r e d i t  and intensi fying technical  services t o  farmers. A . I . D .  
a g r i c u l t u r a l  projects  are  being reoriented t o  serve the  goals of 
t h e  reform program more d i rec t ly .  

I n  an e f f o r t  t o  st imulate Philippine pr ivate  i n d u s t r i a l  develop- 
ment, A . I . D .  i s  ass i s t ing  in the  ident i f icat ion,  analysis and 
preparation of project proposals which meet investment o r  lending 
c r i t e r i a  of in ternat ional  agencies, banks and other  sources of 
c a p i t a l .  In addition, an American f i rm w i l l  provide a team of ex- 
p e r t s  i n  engineering, accounting and management t o  help meet the  
c r i t i c a l  need f o r  assistance of t h i s  type. Together with the  in- 
ventory of Philippine na tu ra l  resources, wZlich A . I . D .  i s  support- 
ing,  these  a c t i v i t i e s  should stimulate investment of both l o c a l  
and foreign c a p i t a l  in Philippine pr ivate  enterprise.  

REGIONAL PROGRAM 

The Regional Program in t h e  Far East,  f o r  which $3 million i s  pro- 
posed i n  M 1965, i s  aimed a t  building ins t i tu t ions  which w i l l  as- 
s i s t  t h e  countries of the  area t o :  ( a )  promote the  economic de- 
velopment of the  region as  a whole; and (b) make progress toward 
regional  economic and p o l i t i c a l  cooperation. Although the  benef i ts  
t o  be derived from regional economic cooperation among the nations 
of the  Far East are  great ,  progress t o  da te  has been slow and 
painful .  Great power r i v a l r i e s ,  Asian nationalism and h i s t o r i c  
conf l i c t s ,  have created obstacles t o  cooperation. Nevertheless, a 
beginning has been made through the  a c t i v i t i e s  of organizations 
such as  the  South East Asia Treaty Organization (SEATO), the  United 
Nations Economic Cormnission f o r  Asia and the  Far East (ECAFE), t h e  
Mekong Coordination Conunittee and the  Asian Productivity Organiza- 
t ion. 

SEAT0 is a mi l i t a ry  a l l iance f o r  t h e  common defense of the area .  
but i s  a l s o  a channel f o r  economic cooperation among i t s  members. 

A . I . D .  provides ass is tance t o  projects  within the  SEAT0 framework 
which have both mi l i t a ry  and economic significance. The SEAT0 
Graduate School of Ehgineering i n  Bangkok which t r a i n s  engineers 
from a l l  regional member countries w t l l  receive continued a s s i s t -  
ance from the  United S ta tes  in FY 1965 as  well  a s  considerable 
and increasing ass is tance from other  SEAT0 members. A SEATO- 
planned meterological and aeronautical  telecommunications network 
between Bangkok and Manila w i l l  be financed t o  completion i n  M 
1965. These and other SEAT0 projects  account f o r  about one-fourth 
of the  regional program cost.  

More than half  of the  regional assistance f o r  FY 1965 is  proposed 
f o r  invest igat ions  i n t o  possible methods of exploit ing the  Mekong 
River which flows through and along the  borders of four countries 
of the  region--Vietnam, Laos, Thailand and Cambodia. These in- 
vest igat ions  a re  being administered by the  ECAFE-sponsored Mekong 
Coordination Committee. They require,  and t o  date have received, 
the  close collaboration and joint  f inanc ia l  support of the  four  
h i s t o r i c a l l y  unfriendly r ipar ian countries.  The Mekongls great 
long-term po ten t i a l  f o r  i r r iga t ion ,  power, flood control  and nav- 
iga t ion  has a t t r ac ted  widespread in te rna t iona l  i n t e r e s t  and sup- 
port  .. Financial  contributions t o t a l  about $37 mil l ion t o  date,  
including some $12 mill ion from the  r ipa r ian  countries and $3 
mil l ion from the  United Sta tes .  I n  M 1965, the  U.S. contribution 
w i l l  continue support t o  two projects :  ( a )  a f e a s i b i l i t y  study 
f o r  a major dam s i t e  on the  Mekong a t  Pa Mong (between Thailand 
and ~ a o s ) ;  and (b) spare par ts  f o r  a hydrologic network. It also 
w i l l  complete the  funding of two others :  ( a )  the  mapping of six 
Mekong t r i b u t a r i e s ;  and (b) an economic and hydrologic analysis 
of t h e  Mekong system. 

A . I . D .  w i l l  a l so  seek t o  f o s t e r  economic cooperation through con- 
t inued support of the  Asian Productivity Organization which pro- 
vides f o r  the  regional exchange of technical  information f o r  
r a i s ing  i n d u s t r i a l  productivity.  About ha l f  of t h e  support f o r  
t h i s  organization now comes from countries of the  region. The 
regional countries a re  expected t o  assume the  full burden in t h e  
near future .  

A small portion of regional ass is tance proposed f o r  M 1965 w i l l  
finance other a c t i v i t i e s  t h a t  can be carr ied out more e f f i c i e n t l y  
and economically on a regional bas i s  than through b i l a t e r a l  pro- 
grams. Examples include the  t r a in ing  of democratic t r ade  unionis ts  
from a number of Far East countries a t  the  Asian Labor Education 
Center a t  Manila, and a number of small region-wide technical  as- 
s is tance a c t i v i t i e s .  
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. l . O .  A N 0  PREOECESSOR AGENCIES - TOTAL. .  . 1.0 .  A N 0  PREOECESSOR AGENCIES - TOTAL. .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

O C l A L  PROGRESS TRUST F U N O . .  ............ ............. O C I A L  PROGRESS TRUST FUND.. 

.................. 0 0 0  FOR PFLCE - TOTAL.  ................. 0 0 0  FOR PEACE - TOTAL.. 

. . .  T i t l e  I - ( T o t a l  S a l e s  A g r e s a s n t s ) .  

. . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  
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. . .  1 0 4 c  - C i o n t s  f o r  Common D e f e n s e  
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. . .  iO',e - Loons t o  P r i v a t e  I n d u s t r y . .  

. . . . . . . . . .  1 0 4 g  - L o o n s  t o  C o u e r n m e n t r  

. . .  . i O 4 c  G r a n t s  f a r  Connon  n e f s n s e . .  
1 0 4 r  - G r a n t s  f o r  E c o n .  D e v e l o p m e n t . .  
1 0 4 e  . L o a n s  t o  P r t v a t r  I n d u s t r  y . . . . .  

. . . . . . . . . .  . 1 0 4 g  L o a n s  t o  G o v r r n n e n t r  

T l T L E  I  - M ' T  FRail OTHER COUNTRY AGFhlT'S . 
T I T L E  I  I  - L'IERGENCY R E L l  <F b ECON. DEV. .  
T I T L E  I l l  V O L U N T A R Y  R E L I E F  AGENCIES.  .. 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S . . . .  ...... 

. T  l T L  E  I  - A5S'T F W  OTHER COUNTRY & M I S . .  

T I T L E  I  I - E'IIERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  AGENCIES ... 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  .......... 

....... I C O R T - I M P O R T  BANK LONG-TERM LOANS :XPORT-IMPORT BANK LONG-TERM LOANS.. ..... 
............. TYER U.S. ECONOMIC PROGRAMS 

T O T A L  E C O I O M I C  ..................... 
L o o n s .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r . n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  ECONOMIC ..................... 
Loan , .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I l L l T A R Y  ASSIST.  PROORAM - ( C h p .  t o  A P O . ) .  
( A d d r t a a n a l  C r o n t s  f r o m  E r c e s s  S t o r k s ) .  

- 
I~IILIY ASSIST. P n o e m n  - ( chp .  t o  APP.). 

( A d d ~ $ t o n . l  C r o n t n  f r o m  E r c e a ~  S t o c k n ) .  

3 T I L R  M I L I T A R Y  A S S I S T A N C E  +.............. OTHER M I L I T A R Y  A S S I S T A I C E  ............... 
..................... T O T A L  M I L I T A R Y  

L o a n s . . . .  ........................ 
C r g n t r  ........................... 
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Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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T O T A L  U.S. E C O I O M I C  AN0 M I L I T A R Y . . . .  . T O T L L  U.S. ECONOMIC A I D  N I L I T A U Y - . a * .  
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i S S l S T A N C E  FROM I N T E R N A T I O N A L  AGENCIES 
UN Tech. Ass't. (a) .  .................. 
UN Special  Fund........................ 
I n t  '1. Dev. Association.. .............. 

I I I 
? Includes $869.0 mill ion for  Mainland China i n  FY 1946-1950. Of th  

was mili tary grants;  and $127.6 mill ion economic assistance,  inclu 
i n  loans. 

8 8 I 8 T A N C E  FROM I N T E R N A T I O I A L  A G E N C I E S  

IBFD . World Park...................... 
UN Tech. A s s ' t .  (CY) ................... 
UN Special  M d . .  ...................... 

$141.4 mill ion 
~g $128.7 mill ion 

- 
1.1 
3.6 

Less than $50,000. 
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AFRICA 

SlERR4 LEONE' 

LIBERI 

3 
lPLl  
'UBLIC 

REPUBLIC OF 

FY 1965 PROGRAM 

S ~ e r r a  L w n e  4,920 - 2,500 - 
6.920 4.s00 2,420 - 

Soma11 Republic 7,991 
13.107- 9,000 - 

15.107 11.000 4-107 

Tunlsia 13.648 - 31,500 - 
38,648 36,500 

U A M States 13,185 7,500 5,685 
Regional 10,85 1 10,851 

UNION AFRICAN 8 MALAGASY STATES 
Cameroon Dahomey Niger 
Central bf. Rep. Gabon Senegal 
Chad Ivory Coast Togo 
Congo(Brozmville) Malagasy Rep. Upper Volta 



I -t not be divulsmd to unmuthoriud imd; I 
AFRICA REGIONAL STATEMENT 

U.S. Objectives 

-. 
vidumb. All othw n a r n ~ l  is uncl.rsfi&. 

I n  t h e  f i e ld  of economic assistance, the  

Most African nations have been independent l e s s  than four years. 
Unt i l  recently,  the all-consuming drive f o r  independence l e f t  
l i t t l e  energy or  w i l l  f o r  other matters. Now, however, the  coun- 
t r i e s  of the  continent a r e  turning t h e i r  a t t en t ion  t o  the  long and 
grinding t a s k  of consolidating t h e i r  independence and providing 
grea te r  economic and s o c i a l  opportunities f o r  t h e i r  people. 

It is strongly i n  the  U.S. i n t e r e s t  t h a t  t h e i r  e f fo r t s  succeed. 
The character and outlook of t h e  African regimes a r e  l ike ly  t o  be 
shaped i n  t h e  ear ly  years of independence. Unless the Free World 
shows an i n t e r e s t  i n  African economic development and a willing- 
ness t o  help, these  nations under great  economic and soc ia l  pres- 
sures a r e  l ike ly  t o  tu rn  t o  extremist solutions,  with far-reaching 
and i r revers ib le  implications f o r  Africa and the world. While U.S. 
a i d  and t h a t  of other  f r e e  world donors cannot guarantee the  
emergence of s table ,  demoeratic and progressive nations, it can 
a s s i s t  i n  moderate solutions t o  Africa's problems. 

The primary goal of U.S. economic a i d  t o  Africa is  the support of 
African development effor ts ,  i n  a few cases through substant ia l  
support of wel l  conceived development programs; elsewhere through 
technical  ass is tance designed t o  strengthen ins t i tu t ions  and t r a i n  
needed manpower, and t h o u g h  financing selected cap i ta l  projects. 

I n  a few countries, U.S. a i d  serves other, more limited foreign 
policy objectives as  wel l  a s  promoting moderate solutions f o r  
progress. In bmeco, aid is wed in part to  nntintain sccBsB 7% - 

military or comunications f a c i l i t i e s .  In Guinea, kli, and 
Scrmalia our a i d  16 intend& t o  p r w i d e  an alternative to dependence 
on Co~mnzaest assistance. 

I n  a number of countries, l imited U.S. development ass is tance makes 
continued primary re l iance on t h e  former metropole p o l i t i c a l l y  
feasible .  The domestic opposition i n  these  countries and other 
more rad ica l  African countries of ten charge t h e i r  governments of 
these  countries with submitting t o  a form of neo-colonial de- 
pendence. Therefore, such governments may f ind it po l i t i ca l ly  
imperative t o  divers i fy  t h e i r  sources of external assistance. 

While U.S. in te res t  and objectives i n  Africa a r e  qui te  broad, t h e  
r o l e  of U.S. ass is tance is l imited i n  much of Africa and varies 
s ign i f i can t ly  from country t o  country, ref lect ing:  ( a )  the  impor- 
t a n c e . t o  the  United S ta tes  of accelerat ing development i n  the 
country; (b) t h e  a b i l i t y  of t h e  country t o  use a i d  effectively; 
( c )  t h e  a b i l i t y  of t h e  United S ta tes  t o  provide the  types of a i d  
required; and (d) t h e  a v a i l a b i l i t y  of other  f ree  world aid. The 

r t i c u l a r l y  s ign i f i can t  i n  Africa. 
r ;  -=n  

have continued t o  carry primary responsibi l i ty  i n  much of Africa. 
Although U.S. a i d  commitments have grown, our a i d  i s  l e ss  than a 
t h i r d  of t o t a l  f ree  world a i d  t o  the  continent. b r e  than a 
half-century of colonial experience has created a corps of ad- 
ministrators and technical spec ia l i s t s  i n  the  Western European 
nations who a r e  famil iar  with many aspects of African problems. 

The United S ta tes  does not wish t o  supplant t h e  e f fo r t s  of t h e  
Western European nations. Nor could we do so effect ively i n  many- 
instances. Language i s  one simple but important problem -- we 
have trouble finding French-speaking technical spec ia l i s t s  t o  S e n e  
i n  former French and Belgian t e r r i t o r i e s .  Ties of trade and mone- 
t a ry  arrangements a l so  of ten make ass is tance from the former co- 
l o n i a l  power easier  f o r  t h e  donor and f o r  the recipient  than a id  
from other sources. 

This does not mean t h a t  the  United States  cannot make a r e a l  con- 
t r ibu t ion  t o  African development. It does mean t h a t  i n  most 
African countries U.S. a i d  i s  not intended t o  provide broad support 
but rather t o  finance selected projects f o r  which other funds a r e  
not forthcoming, o r  t o  p r w i d e  technical ass is tance i n  f i e l d s  of 
special  U.S. competence o r  relevant experience. 

Moreover, although African needs f o r  cap i ta l  and technical a s s i s t -  
ance a r e  large, lack of experienced personnel t o  plan and imple- 
ment projects and programs l imi t s  t h e  a i d  t h a t  can be effect ively 
absorbed. The problem i s  not only one of select ing and building 
sound projects, but a l so  of u t i l i z i n g  them a f t e r  they a r e  b u i l t .  
Factories need sk i l l ed  labor t o  run eff ic ient ly;  roads must be  
maintained. Schools without teachers a r e  useless, and merely 
arouse hopes tha t  w i l l  be disappointed. The Peace Corps and other 
external sources of middle l eve l  manpower can l i f t  but not remove 
t h i s  ceil ing on the  r a t e  of progress. 

Therefore, economic ass is tance t o  Africa follows a highly indi-  
vidualized approach, depending i n  each country on the  r o l e  of 
other donors, t h e  country's capacity t o  use more a i d  well, and t h e  
effectiveness of U.S. a i d  i n  the  country's circumstances. 

Africa's Prospects 

The years ahead w i l l  t e s t  t h e  judgment, determination and patience 
of b t h  the African nations and t h e  f r e e  world countries a iding 
them. Frustrations w i l l  grow. The r e a l i t i e s  of independence have 
generally f a l l e n  short  of expectations. In some countries t h e  
dr ive for nationhood was 
pos t-independence wealth 

accompanied by exaggerated promises of 
and freedom from responsibi l i t ies .  
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Continued unrest i n  some African nations may be expected a s  old Tunisia, despite an exodus of French capi ta l  and French and I ta l ian  
ins t i tu t ions  and traditions disappear and new ones evolve, popular special is ts  a f t e r  Bizerte, increased her GNP 10$ from 1961 t o  1962, 
hopes for  a bet ter  way of l i f e  create growing pressures, and the  the  l a s t e s t  year fo r  which actual  dats a re  available. Gross in- 
new nations work out relationships with t he i r  neighbors and the vestment increased l7$. Similar gains a re  believed t o  have been 
broader international community. made i n  1963. While the country does not have abundant natural 

resources, Tunisia's economic prospects a r e  enhanced by its rela- 
Compounding problems of exaggerated expectations and the inevitable t ively large cadre of well-trained personnel who are effectively 
s t ra ins  of growth, many African nations a r e  badly s p l i t  internally. led and dedicated t o  development. 
Their borders were drawn with l i t t l e  regard for ethnic homogeneity 
o r  an adequate resource and population base for nationhood. Centu- Although a number of African countries a re  resource poor, others 
ries-old t r i b a l  and ethnic hos t i l i t i e s  s t r a inun i ty  i n  many s tates ,  a r e  r ichly endowed. Iron ore i n  Gabon and Liberia, copper i n  
and have f lared into violence i n  the Congo, Sudan, Zanzibar and Rhodesia and the Congo, o i l  i n  Libya and ALgeria and bauxite i n  
Rwanda. Ghana promise good exports and/or the  basis for  eventual industr ial  

development. Kenya, Ethiopia, and other s ta tes  embrace both temper- 
Country boundaries have also s p l i t  t r ibes  among two or  more s tates ,  a t e  highlands and subtropical and tropical  regions capable of grow- 
leading t o  border disputes and irredentis t  movements. Skirmishes ing a wide range of crops. Equatorial Africa's timber resources 
between Ethiopia and Somalia, and b i t t e r  fights between Rwanda and have barely begun t o  be tapped. 
tribesmen from Burundi a re  only the most recent instances. 

Africa's ab i l i t y  t o  moderate national differences and regulate 
The Communists have been quick t o  exploit these problems. The its own a f f a i r s  i s  growing. During 1963 the Organization fo r  
Soviet Union was standing by t o  f i l l  the gap when France withdrew African Unity (OAU) was created. The QPIU provides a forum in  
her aid, a f t e r  Guinea voted "no" i n  the referendum offering member- which the developing but qui te  r ea l  sense of African unity and 
ship i n  the  French Community. Nkrumah's actions and be l ie fs  met a responsibility may encourage African s ta tes  t o  solve the i r  differ- 
ready response i n  Soviet aid. The ef for t  t o  capture the turmoil i n  ences peacefully and without non-African intervention. The cease- 
the Congo for  the Communist cause was only narrowly averted. The f i r e  along the border of Algeria and lvbrocco i s  being moderated by 
drive f o r  independence and rac ia l  tensions i n  Zanzibar brewed an the OAU, and may provide the f i r s t  t e s t  of i t s  ab i l i t y  t o  resolve 
explosive mixture from which Chinese and possibly Cuban- trained African problems without outside intervention. 
agents have t r i ed  t o  benefit .  Somalia's quarrel with Ethiopia has 
led the former t o  accept Soviet military assistance and budgetary 0, the economic side, the Economic Commission for  Africa is en- 
support from the Comunist Chinese. Premier Chou En-Lai's recent couraging regional cooperation. More and more of the African 
tour of Africa i l l u s t r a t e s  these efforts  which a r e  bound to increase. nations are coming t o  the conclusion tha t  t he i r  national markets 
But the foregoing i s  orily one part of the picture. There a r e  also a r e  not large enough t o  support major industr ial  plants and tha t  
more hopefil  prospects. cooperative efforts  are  required. They a l so  a re  becoming increas- 

ingly aware t ha t  uneconomic duplication of projects wastes scarce 
Nigeria, with the largest  population of any country i n  Africa, has resources m d  t ha t  multi-national planning and cooperation a re  
established a federal framework within which t radi t ional ly r i va l  essent ial  t o  eff icient  growth. Agreement t o  establish an African 
regions and tr ibes can reach agreement on natianal policies.  Development Bank was reached i n  Khartoum i n  1963. Within the next 
Nigeria's six-year Development Plan has been described by the World year or so, a suff icient  number of nations are expected t o  ra t i fy  
Bank as  "a major achievement -- an excellent beginning." Nigeria's the agreement and contribute t o  i ts  capitalization so tha t  the 
Gross National Product (GNP) has r isen a t  an annual ra te  of 4% over Bank w i l l  be able t o  begin operation. This Bank could become a 
the pas t  f ive  years; savings a s  a proportion of GNP have also in- focal point of Inter-African regional projects. 
creased i n  recent years; and investment has averaged 15$ of GNP. 
A t  independence i n  1960, Nigeria had one graduate l i be ra l  a r t s  Total Free World Aid 
college; she now has four universities offering training i n  engi- 
neering, medicine, agriculture, public administration and other During the l a s t  f ive  years, annual obligations t o  Africa from free 
essent ia l  fields. Her private sector i s  forging ahead more rapidly world countries other than the United States increased from $906 
than t h e  Plan forecasts. million in  FY 1959 t o  $1.1 bi l l ion  in  1563. U.S. assistance, 
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including P.L. 480, in  that  year was less than a third of t o t a l  
free world aid. I n  FY 1963, 83$ of other f ree  world assistance wa,s 
provided on a b i l a t e r i a l  basis. France and the U.K. accounted for  
over $725 million o r  nearly two-thirds of the total .  The European 
Economic Comunity (EEC) has been providing over $100 million a 
year i n  grant aid. United Nations grants and loans from the World 
Bank family (~nterna t ional  Bank for  Reconstruction and Development, 
International Finance Corporation, and International Development 
~ s s o c i a t i o n )  provided $87 million, o r  nearly 7$. Current estimates 
indicate that  t o t a l  obligations from a l l  f ree  world sources in  
FY 1964 w i l l  be a t  about the same level  as  i n  1963. Approxi- 
mately 62$ of t o t a l  other free world obligations in  Africa i n  1963 
were on a grant basis. 

A.I.D. Assistance t o  Africa 

(1n millions of dollars) 
Technical 

Develop- Cooperation Development 
Fiscal ment & Development Assistance Supporting 
Year bans  Grants (D.L.~.c. ) Assistance Total 

1961 53 21 (74) 190 264 
1962 86 105 ( 191 124 3 15 
1963 98 84 ( 1 s )  79 261 
1964 76 78 (154) 48 202 
1965 105 83 (188) 31 219 
( Provos ed 1 . A 

Free World Economic Assistance t o  Africa by U.S. Fiscal Year 

(~n millions of dollars ) 
1963 

1959 1960 1961 1962 @st)  

Other Free World Aid go6 1,073 1,207 1,273 1,149 

Bi la te r ia l  Aid From 
Other Countries 809 837 1,031 1,055 

European Economic 
951 

Cornunity 18 39 111 126 111 
International Organi- 
zat ions 79 197 6 5 92 87 

Total U.S. Aid (including 
P.L. 480 and E x - h  h n k )  185 209 484 500 510 

Total Free World Aid 1,091 1,282 1,691 1,773 1,659 

U.S. Assistance to  Africa 

In FY 1965, A.I.D. proposes a t o t a l  program for  Africa of $219 
million, s l ight ly above estimated obligations for  1964. A.I.D. i s  
concentrating i ts  assistance t o  Africa i n  countries where U.S. 
interests  a re  important, where development prospects a re  best, and 
where external aid requirements a re  not being met from other sources. 
Over half of the proposed pmgram i s  condentrated i n  four countries 
-- Nigeria, Tunisia, Sudan and Liberia. The f i r s t  three have moder- 
a t e  and effective leadership and are  conducting well-conceived de- 
velopment programs. A l l  three receive more aid from other free 
world sources than from the United States, but need our additional 
assistance t o  meet Plan targets. Liberia's efforts  t o  mobilize 
her resources have l e f t  room for  considerable improvement, but i n  
the past year the  Government has established t ight  budgetary con- 
t ro l s  under International Wnetary Fund direction, and has taken 
other needed development measures. This fact,  coupled with the 
special his torical  t i e s  between the United States and Liberia Leads 
the United States t o  conduct a substantial pmgram i n  Uberia. 

In contrast with these few countries i n  Africa where U.S. a id  is 
concentrated, the  United States conducts limited programs i n  some 
15 former French and Belgian countries which are receiving very 

A.I.D. Programs. The significant increase i n  U.S. development substantial aid and trade benefits from the i r  former metropoles 
assistance Africa dates from %?Ore that year, much of our a& the EEC, hr assistance i n  these usually consists 
a id  went t o  those countries where the United States maintained stra-  of technical assistance for specific short-termprojects and oc- 
teg ic  fac i l i t ies .  In  1961, three-fourths of U.S. economic aid t o  casional loans for sound capital for which 
Africa was i n  the form of supporting type assistance. In  1962, other financing is  not available. In  several, the Peace Corps also 
&evelopent loans and technical cooperation and dwelopment grants conducts programs. $13 is proposed fo r  t h i s  grmp of together more than Assistance began to countries -- a twentieth of A.1.D. assistance to  Africa, and less  f a l l .  The steady reduction i n  non-development aid since then i s  than of A.I.D.ts total pmPoSed program. largely the resu l t  of reduced base payments requirements i n  North 
Africa and the cessation of hos t i l i t ies  i n  the Congo. 
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In several other Mrican countries, the level  and nature of U.S. 
a id  f a l l s  between the four substantial programs and the very 
limited programs i n  most of the former French and Belgian t e r r i -  
to r ies .  Our programs i n  the Congo, Morocco, Ethiopia, Guinea, and 
Bri t ish East Africa a re  i n  t h i s  middle group. 

I tlon and becawe the program is of m a r g i n a l  value to U.S. iatereeta 
lunder present circwr8tancee. 

No funds are programmed i n  1965 for  three other countries which 
have been receiving a id  -- b n b a ,  Burundi and 2rktwiZania. How- 
ever, i f  appropriate projects develop i n  these three, it may be 
considered advisable t o  finance them. 10b funds are nar planned for 

tuation there reqtlires considerable plsaning 

Development Loans. b a n s  of about $105 million a r e  proposed f o r  
FY 1965, of which more than 75% i s  earmarked fo r  Nigeria, Tunisia 
and Sudan. Development loans finance both major capi ta l  projects 
such as  the Niger Dam and less  ambitious but important projects 
such a s  farm-to-market roads. The Niger Dam loan w i l l  cover up t o  
$15 million of the t o t a l  costs of over $200 million. The Govern- 
ment of Nigeria i s  covering a l l  local  costs, the World Bank is the 
primary external lender, and the U.K., Netherlands and I ta ly  a r e  
a l so  supporting the project. A project of this scope is clearly a 
major contribution t o  Nigeria's development. 

Less drwmtic but equally basic t o  development is  the  expansion of 
a transportation network t o  permit the opening of i s o h t e a  areas of 
the continent. A.I.D. has assis ted i n  the construction of farm-to- 
market roads. not only for  the fundamental purpose of allowing wider 
domestic and export marketing of cash crops, but a l so  t o  stimulate 
national cohesion through increased social  and commercial t i es .  
I n  FY 1965, A.I.D. may extend a loan t o  Tanganyika fo r  a major road 
from the capi tal  t o  the southern part of the country opening up an 
area r ich i n  agricul tural  resources. Loan funds may also go t o  
Sierra  Leone fo r  a road; opening outlying regions for  marketing of 
r i ce  and other s taples  in  F'reetown, the capital, and i n  other urban 
centers. 

A $9.2 million loan fo r  extending the Trans-Cameroon railroad, 
complemented by assistance from the EX! ($17 million) and France 
($8.8 million), w i l l  open important bauxite deposits i n  Northern 
Cameroon and w i l l  make it possible t o  export Chadian livestock 
and meat, Central African Republic timber and Cameroonian cotton. 
A side-effect w i l l  be t o  encourage these Equatorial African neigh- 
bors t o  coordinate t he i r  development efforts i n  a variety of 
fields. Sanitary municipal water systems t o  reduce pollution and 
disease w i l l  be constructed f o r  the f i r s t  time i n  some areas, 
expanded i n  others, through U.S. loans i n  FY 1965 t o  Eberia ,  Kenya, 
and Nigeria. A.I.D. loans may a lso  bring teleconrmunications and 
e lec t r ic  power to  ru ra l  areas of Guinea. 

Technical Cooperation and Development Grants. About $83 million 
is proposed for  technical assistance t o  Africa i n  FY 1965, compared 
with estimated obligations of $78 million i n  FY 1964. 

The primary need i n  most African countries i s  development of 
ski l led manpower and basic inst i tut ions necessary t o  support f'urther 
growth. Although these are long-term tasks, our a id  has already 
enabled a number of African countries t o  expand the i r  educational 
inst i tut ions t o  t r a i n  personnel necessary t o  replace the expatriate 
of f ic ia l s  o r  t o  prepare teachers fo r  primary, secondary and higher 
educational institutions, I n  some countries, such as  Nigeria and 
Liberia, vocational education inst i tut ions have been established 
o r  expanded t o  be t t e r  equip these nations with the s k i l l s  basic 
t o  economic growth. 

Part of the  funds for  technical cooperation finance contracts with 
32 U.S. colleges and universities. For example, xine American 
universities are  assis t ing i n  various ac t iv i t i e s  i n  Nigeria, some 
t o  help establish o r  strengthen departments of Nigerian universi- 
t i e s  and specialized colleges. Michigan State  University has 
advised the University of Nigeria i n  the organization of i t s  
administrative apparatus, physical plant, curricula, and research 
and extens ion programs. 

Technical cooperation funds also finance a program through which 
A.I.D. and more than 200 American colleges and universities co- 
operate t o  bring young Africans t o  the United States for  under- 
graduate training. The universities provide scholarships; the 
studentst governments pay for  t rave l  costs; and A.I.D. provides 
a living allowance during the students1 s tay i n  the United States. 
Under t h i s  program, about 800 students have thus f a r  come fo r  
training. 
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The vast  majority of Africans depend p r i m r i l y  on agriculture.  
Therefore, much of A.1.D- assistance, both cap i ta l  and technical,  
has been directed t o  improving agr icu l tu ra l  techniques and pract ices  
and t o  reaching farmers through modern extension services. I n  
Sudan, %li, Nigeria and elsewhere, l ivestock and poultry pmduc- 
t i o n  has been increased primacily by t h e  provision of U.S. technical  
assistance. Training i n  land-use, s o i l  conservation, land recla- 
mation, and water resource u t i l i z a t i o n  w i l l  benef i t  Tunisia, f irocco, 
and Somalia among others,  i n  t h e i r  drives toward development. 

I n  a few cases, t r a in ing  projects  i n  public heal th  and san i ta t ion  
and endemic disease control  programs, financed i n  par t  with A.I.D. 
funds, have enabled countries t o  f igh t  the  crippling e f f e c t s  of 
i l lness .  Sometimes a very simple program can have a profound ef- 
fect.  I n  upper Volta, measles used t o  b e  among t h e  most serious 
causes of t r ag ica l ly  high infant  mortality. An A.I.D. financed 
measles control program has immunized over 730,000 adul ts  and chil-  
dren, almost one-fifth of t h e  e n t i r e  population. 

Technical cooperation may d i rec t ly  dovetai l  with development lending, 
as  i n  Congo ( ~ r a z z a v i l l e )  where we supply road maintenance advisors 
and a r e  financing road construction on a loan basis. Technical co- 
operation grants a l s o  bring some 500 Africans a year t o  t h e  United 
S ta tes  o r  t o  t h i r d  countries f o r  specialized training. 

While most of t h e  proposed ass is tance i s  on a b i l a t e r i a l  basis,  in- 
creasing emphasis i s  being given t o  providing technical ass is tance 
on a regional basis. This approach should encourage African nations 
t o  get  t h e  most from t h e i r  scarce resources through joint  o r  m u l t i -  
country approaches t o  common economic and soc ia l  problems. Existing 
African organizations and ins t i tu t ions  a r e  u t i l i z e d  where possible. 
For example, the  United S ta tes  plans to fund 650 scholarships i n  
African univers i t ies  f o r  students of other  African countries. The 
United States  is a l s o  supporting organizations such a s  t h e  U.S.'s 
Economic Commission f o r  Africa; t h e  Commission f o r  Technical Co- 
'operation i n  Africa (CCIIA) of which 26 African governments a r e  f u l l  
members; t h e  Organization f o r  Control of Endemic Diseases (OCCGE) 
with an African membership of seven nations; and the  East African 
Desert Locust Control Organization (WCIO) consisting of s i x  
African nations. 

Su o r t i n  Assistance. $31 million i n  Supporting Assistance i s  
p l i k e d  f t r  Africa Tor FY 1965, compared t o  $48 million i n  FY 1964 - - 
and $124 million i n  FY 1962. The &ngo remains t h e  l a r g e s t  
claimant. Supporting Assistance f o r  base r igh t s  has been sharply 
reduced In Morocco and none i s  programed in FY 1965 f o r  Libya. 

Management Improvement. The FY 1965 program r e f l e c t s  both new 
and continued management and administrative improvements. A.I.D. 
direct-hire s t a f f  i s  being reduced i n  many African countries dur- 
ing  FY 1964. Every e f fo r t  w i l l  be made i n  FY 1965 t o  eliminate 
t h e  need for  A.I.D. d i rect-hire  program and administrative person- 
ne l  i n  cer ta in  African countries and t o  service the  small programs 
i n  these countries by dispatching personnel from Washington o r  
neighboring missions. To an increasing extent, projects  w i l l  be 
implemented through contracts with other agencies and pr ivate  
ins t i tu t ions .  

There a r e  now 16 African posts where housekeeping and administra- 
t i v e  services f o r  a l l  U.S. agencies a r e  combined. This arrangement 
eliminates duplication and competition f o r  loca l  f a c i l i t i e s  and 
s k i l l s .  The consolidated u~IA/Sta te  ~e-partment/~. I.D. supply 
center i n  Nigeria, which services the  neighboring countries of 
West Africa, w i l l  a l so  achieve economies. ' 

As a resu l t  of these  measures, overseas direct-hire  administrative 
personnel i n  Africa decreased from 313 a t  t h e  end of August 1962 
t o  279 a t  the  end of FY 1963 and a r e  expected t o  decrease t o  
approximately 260 a t  t h e  close of FY 1965. 

Other U.S. Assistance. Concessional sa les  and grants of surplus 
U.S. farm products under P. L. 480 a r e  a major element of U. S. 
assistance t o  Morocco and Tunisia, and make up most of U.S. 
assistance t o  Algeria. In  a l l  three  countries, Food-for-Work 
Programs are providing jobs f o r  unemployed workers on s o i l  con- 
servation reforesta t ion and i r r i g a t i o n  projects,  and a r e  stimu- 
l a t i n g  construction of roads, schools, and medical f a c i l i t i e s .  
P. L. 480 programs f o r  Africa amounted t o  approximately $230 m i l -  
l i o n  i n  1963, of which $67 million was i n  T i t l e  I and I V  sa les  
and t h e  balance largely T i t l e  11. 

The Peace Corps conducts programs i n  17  African countries, pro- 
viding essent ia l  middle-level manpower a s  wel l  a s  encouraging 
understanding between Africans a d  Americans. 

The African program r e f l e c t s  t h e  application of A.I.D. pr inciples  
and policies t o  African conditions. Assistance, pa r t i cu la r ly  
lending, i s  concentrated i n  four important countries which show 
development promise. Smaller programs a r e  conducted i n  other 
countries t o  achieve spec i f i c  U.S. objectives. I n  some 15 coun- 
t r i e s ,  only t i g h t l y  l imited U.S. ass is tance i s  extended. U.S. 
a i d  i n  Africa i s  one-half t h a t  supplied by other  donors, and it 
i s  our policy t o  coordinate our a i d  with t h e i r s  i n  a l l  countries 
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and subordinate our r o l e  t o  t h e i r s  i n  mny. The administration of a long road t o  t rave l  before reaching self -susta ining growth. 
the  program i s  being tightened, and t h e  f u l l e s t  possible use made U.S. assistance, imaginatively used i n  combination with tha t  of 
of other U.S. agencies, public and pr ivate  organizations a s  wel l  o ther  donors, can help remove some of the  roadblocks and encourage 
a s  p r iva te  investment and enterprise.  Most African nations have t h e  responsible decisions and cooperation within and between 

African nations necessary t o  move down t h a t  road. 
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Congo ? 

Congo (Leopoldville) - GENERAL ECONOMIC DATA 

PREVIOUS PAGE BLANK 

BASIC DATA 

- ..... Population (millions mid-1563) ....... Annual Growth Rate (percent) 

............. Area (1000 square miles) 
Agricultural Land as $ of Area ..... 

............ GNP pkr capita (dollars)" 

PRODUCTION TRENDS 

Agricultural Prod. Index (1952-54=100) 
Index per Capita ................... .................. Cassava (1000 MT) 

...... Copper, smelter prod. (1000 MT) 

INTERNATONAL W E  (Q millions)-a/ 

Total Exports (f.0.b.) ............... 
Total Imports (f .  0.b. ) ............... ...................... Trade Balance 

... GOLD & FOREIGN EXCHANGE ($ millions) 
(End of year) 

....... COST OF LIVING INDM (1961=100) 
(~eopoldv i l l e )  

Life Expectancy (years) ...... 37 
People per Doctor ............ 63,400 

Literacy Rate (percent) ...... 50 
Pupils a s  '$I of Population .... 11 

(primary & secondary) 

* - For 1959; converted a t  50 Congo francs per U.S. dol lar .  
a/ Exchange receipts and expenditures ; 1959 data include former Ruanda-Urundi . - 
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Country: CONGO (LEOPOLDVILILLE) c vidumk. All othmr nlakriml k v n c l m s ~ ~ ~ d .  

The over-al1U.S. objective i n  t h e  Congo remai 
PROGRAM SUMMARY ment of a moderate cen t ra l  government of a unif ied and viable 

independent s t a t e ,  capable of r e s i s t i n g  Sino-Soviet influence and 
(1n mill ions of do l l a r s )  of maintaining p o l i t i c a l  s t a b i l i t y ,  i n t e r n a l  secur i ty  and a reason- 

Fy 1963 Fi 1964 FY 1965 able r a t e  of economic and s o c i a l  progress. 
Actual Estimated Proposed 

At t h i s  time, however, U.S. ass is tance i s  s t i l l  di rected bas ica l ly  
Technical Cooperation 3.0 2.4 2.5 a t  helping t o  assure the  more immediate a o l i t i c a l  and economic 
Supporting Assistance 35.0 4 20.0 15.0 s t a b i l i t y  required i n  t h e  Congo. For t h i s  purpose, a t  l e a s t  i n  
Internat iohal  Organizations & the near future ,  U.S. plans c a l l  f o r  a continued heavy tech- 

Programs v (4.4) (5.0) (5.0) n ica l  and f inanc ia l  commitment. The U.S. responsibi l i ty  must 
a l s o  take account of t h e  l imited duration of the  UN presence which 

Total  A.I.D. Assistance 38.0 22.4 1 7 ~ 5  i s  assured i n  c i v i l  a f f a i r s  u n t i l  December 1965. 

4 Commodity import programs funded from I0  funds and shown a s  SA U.S. ass is tance policy supports t h i s  objective by focusing act ion 
f o r  comparative purposes. i n  th ree  e s s e n t i a l  areas: economic s t ab i l i za t ion ,  in te rna l  

secur i ty ,  and administrative capabi l i ty .  The United S ta tes  i s  v UN Technical Assistance: Details i n  section on Contributions making an intensive e f f o r t  t o  assure pa r t i c ipa t ion  by other ilanors 
t o  Internat ional  Organizations. Shown here f o r  information and internat ional  agencies i n  the  provision of ass is tance t c l  the  
only. Congo and t o  strengthen coordination and sense of common purpose 

among several  ass is tance sources. 
U.S. Objectives and Policy 

I n  the  s t a b i l i z a t i o n  area,  the  IMF is  continuing an advisory r o l e  
Though ser ious  problems remain, some progress was made l a s t  year 
i n  moving the  Congo away from the chaos of i t s  immediate post-  
independence period. With the  re-integration of Katanga, the  
p r inc ipa l  th rea t  t o  nat ional  uni ty  has been overcome. Assurance 
of the  presence of UN mi l i t a ry  forces u n t i l  June 1964 has gained 
addi t ional  time f o r  t r a in ing  the  nat ional  army. The Adoula 
government i s  growing more experienced and has successfully 
weathered a l l  attempts t o  dislodge it. A beginning has been 
made toward upgrading secondary and post-secondary education 
snd improving t h e  l eve l  of public administration. 

For some time the  country has suffered from pers is tent  and heavy 
i n f l a t i o n  complicated by lack of physical security,  secess ionis t  
movements, the  departure of a l a rge  number of expatr ia te  techni- 
cians,  t h e  almost complete lack of t ra ined Congolese and the  
breakdown of the t ranspor ta t ion system. In l a t e  1963, a s t a r t  
was made on a program of economic s tabi l izat ion,  i n  cooperation 
with the  Internat ional  Monetary Fund (IMF), designed t o  br ing the 
i n f l a t i o n  under control  t h i s  year. The Con~olese franc was 

t o  the  Government of the  Congo i n  f i s c a l  and monetary matters,  
and i n  planning i n  cooperation with the  UN Civi l  Operations Pro- 
grams, t o  provide operational personnel t o  s t a f f  key f inanc ia l  
ins t i tu t ions .  Other donors a r e  providing grants or  loans f o r  bal- 
ance-of-payments purposes, - including t h e  U.K., Germany, and the  
European Economic Community (EEC). The Belgian Government i s  pres- 
ent ly  considering a c red i t  of $20 mil l ion t o  the  Congo. U.S. 
balance-of-payments ass is tance i s  intended, together with other  
external a id ,  t o  enable a l e v e l  of imports su f f i c ien t  t o  sus ta in  
economic recovery. U.S. ass is tance w i l l  be re la ted t o  estimates 
of need a s  defined above, and w i l l  be used t o  assmist  t h e  Government 
i n  carrying out i t s  p a r t  of t h e  s t a b i l i z a t i o n  e f fo r t .  Among the  
key areas  of policy and administration i n  which improvements a r e  
needed are:  reor-anization and l i b e r a l i z a t i o n  of an ine f fec t ive  
system of l icensing and quotas f o r  access t o  foreign exchange; im- 
proved planning fo r  u t i l i z a t i o n  of over-a l l  foreign exchange avail-  
a b i l i t i e s ;  control over bank c red i t ;  and reduction of t h e  govern- 
ment's budget d e f i c i t  through e f fec t ive  control of expenditures and 
t a x  measures . - 

devalued l a s t  November and a s e t  of general s t ab i l i za t ion  po l i c ies  
With respect to  internal security, the United States is partic- 

was agreed upon. These po l i c ies  c a l l  for  l imi ta t ions  on wage ipa t ing  with other nations i n  a coordinated program t o  improve 
increases,  s t r i c t  control  of Bank c red i t  and a gradual elimination the training and equipment of the Congolese police. we mure of the  budget d e f i c i t .  The devaluation was an important f i r s t  
s t ep  i n  a s t a b i l i z a t i o n  program. are ineffective, atld rewre substi&~tfitil %~ain3gg % tnbevelopm~~& 

"of leader* cadres and ixrtpravement of technical aemfces as A " " " ' (  

~ 1 1  mteri&l &id' in odimnunicat9"oFs -8 7tehidlF S4QT@X&&T" '- 
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These joint  e f f o r t s  with respect t o  the  police forces a re  r e l a t e d  
to ,  and coordinated with, m u l t i l a t e r a l  ass is tance being furnished 
t o  the  Congolese National Army. 

With respect t o  t h e  improvement of public administration capabi l i ty ,  
the  U.S. e f f o r t s  f a l l  i n t o  two categories.  In the  short  run, and 
recognizing the  lack of qual i f ied,  t r a ined  Congolese, the  United 
S ta tes  and other donors a re  making possible a major UN program f o r  
t h e  provision of operating personnel t o  the  Congo. I n  the  longer 
run, the  United S ta tes  i s  supporting selected t r a in ing  i n s t i t u -  
t ions  which w i l l  eventually produce Congolese t ra ined t o  take over 
responsibi l i ty  from expatr ia te  s t a f f .  The Belgian and other gwern- 
ments a r e  providing l a r g e  numbers of technicians t o  the Congo i n  
coordination with the  UN program. 

Progress, Self-Help, Aid from Others 

The Congolese Government has demonstrated good intent ions  i n  
carrying out self-help measures, but lack of in te rna l  d i sc ip l ine  
and administrative capacity a re  l imi t ing  factors .  In  the  s t ab i -  
l i z a t i o n  area, the  Congo took an important s t ep  i n  carrying through 
a major devaluation i n  November 1963. The next important s t ep  . 
contemplated i s  a s impl i f icat ion and l i b e r a l i z a t i o n  of adminis- 
t r a t i v e  arrangements f o r  access t o  foreign exchange which w i l l  
improve manaement of f i s c a l  a f f a i r s .  The U.S. a id  program w i l l  
help achieve t h e  addi t ional  f i s c a l  and monetary reforms appropriate 
t o  a s t a b i l i z a t i o n  program. 

The United Sta tes  assumed a leadership r o l e  i n  the  Congo during 
the  period of the  Katanga secession, and took a major share of the  
f inanc ia l  r e spons ib i l i ty  a s  well. In  the  past  year,  the  United 
S ta tes  has made a subs tan t i a l  e f f o r t  t o  broaden t h e  base of 
Western support f o r  the  Congo and has f a c i l i t a t e d  the  re-engage- 
ment oflBelgium without, however, sac r i f i c ing  the  c m o n  d i rec t ion  
and purpose of the  Western e f f o r t .  The United Sta tes  hopes t o  
obtain increased pa r t i c ipa t ion  of other donors and t o  play a l e s s e r  
r o l e  than heretofore. 

The Internat  i o n d  Bank f o r  Reconstruction and Development ( IBRD) 
i s  expected t o  provide some $10 mil l ionj  Germany w i l l  provide 
loans f o r  imports estimated a t  $5 million; the  U.K. w i l l  provide 
a grant f o r  imports i n  t h e  amount of $2 million; the  Common 
Market organization is  expected t o  provide some $5.5 mil l ion f o r  
l o c a l  costs  of road p ro jec t s  and possibly addi t ional  ass is tance 
f o r  development projects ,  and France i s  expected t o  provide 
approximately $1 mil l ion f o r  support of 100 technicians. 

Belgium w i l l  continue t o  provide large-scale technical  ass is tance 
(now approximately 2,000 people). 

FY 1965 Program 

I n  FY 1965 U.S. a i d  w i l l  be used t o  bo l s te r  the  s t a b i l i z a t i o n  
e f fo r t s  o f t h e  Congolese Government i n  two ways. The provision 
of imports through Supporting Assistance funds and P.L. 480 
agr icul tural  products, which w i l l  cons t i tu te  the  bulk of U.S. 
economic aid, w i l l  be needed t o  provide essen t i a l  commodities t o  
reduce shortages and a l s o  t o  ease pressure on the  country's 
balance of payments. 

The p o l i t i c a l  and economic s i tua t ion  of t h e  Congo i s  s t i l l  so 
unset t led that it is  d i f f i c u l t  t o  make accurate predictions a s  
t o  the  s i ze  of the  a i d  program t h a t  w i l l  be required. The b e s t  
estimate i s  approximately $15 milLion i n  Supporting Assistance 
funds plus a P.L. 480 program of $25-30 mil l ion a t  market value. 
Thus, the  U.S. program f o r  FY 1965 (excluding P.L. 480 and in- 
cluding $5.0 mil l ion funded from "Contributions t o  Internat ional  
Organizations") would t o t a l  $22.5 &JLlo&, a reduction of &* 
JSon, from the  FY 1964 t o t a l  of $27.4 mil l ion and of #@,0 ~ $ C R L  
from the FY 1963 t o t a l  of $42.4 mill ion. 

Pr ior  t o  1963 U.S. import ass is tance was of a generalized nature 
and mainly channeled through the UN. Because of U.S. concern 
about the  effectiveness of a i d  i n  t h e  circumstances prevai l ing 
i n  ear ly  1963, authorization of SA-funded imports was withheld i n  
the  l a s t  nine months of CY 1963. As a consequence of improvements 
s ince the  November devaluation, re lease  of funds was resumed i n  
January 1964. It is  hoped that by FY 1965 a t  l e a s t  a portion of 
the  imports provided through Supporting Assistance can be  i n  the  
form of loans. A small input of P. L. 480 basic  agr icu l tu ra l  
commodities is ant ic ipated i n  the  fu tu re  a s  a r e s u l t  of increases 
i n  Congolese food production. 

m e  remainder of the  A.I.D. program t o  be financed by technical  
cooperation funds, i s  di rected toward overcoming the  lack of 
i n t  ernal  secur i ty  and suf f i c ien t  high-level manpower which con- 
t inues t o  plague the  cen t ra l  Congolese government. American 
mi l i t a ry  a id  i n  l imited amounts w i l l  support t r a in ing  programs i n  
which Belgium, I t a ly ,  and I s r a e l  a r e  a l so  providing assistance.  
The United S ta tes  w i l l  a l s o  be providing equipment i n  support of 
a government po l i ce  t r a in ing  program being carr ied out i n  coopera- 
t i o n  with the UN, Nigeria, and Belgium. The U.S. contribution t o  
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t h e  UN helps t o  defray t h e  cost  of t h e  400-man contingent of 
Nigerian pol ice  which w i l l  continue t o  provide badly needed op- 
e r a t i o n a l  backup fo r  t h e  Congolese pol ice  during t h e  period of 
i t s  t r a in ing .  

A t  t h e  same time, t h e  United S ta tes  i s  continuing t o  press  f o r  
al l- important educational and t r a in ing  gains through moderate 
t echn ica l  ass is tance administered both b i l a t e r a l l y  and through 
t h e  UN. The l a t t e r  continues t o  provide experts and technicians 
i n  t h e  key areas  of economics and finance. The IMF, the  EEC and 
other  donors w i l l  be providing s imilar  technical  assistance. 

While dependence on expatr ia tes  w i l l  continue t o  be necessary t o  
maintain even a minimum of administrative effectiveness,  t h e  U.S. 
t echn ica l  cooperation program continues t o  furnish l imi ted support 

f o r  long-range t echn ica l  and administrative t r a in ing  ins t i tu t ions ,  
p r inc ipa l ly  t h e  National School of Law and Administration. A 
prime element i n  t r a i n i n g  Congolese administrators,  t h i s  i n s t i t u -  
t i o n  has made g rea t  progress s ince  i t s  i n i t i a t i o n  i n  1961, and i s  
jo in t ly  supported by Congolese Government, UN, and Ford Foundation. 
A contract  with t h e  Agricul tura l  and Technical Assistance Founda- 
t i o n  provides f o r  the  establishment and operation of four agr i -  
c u l t u r a l  schools i n  the  Congo. Three schools have been completed 
with t h e  present enrollment of 181 students. 

Further funds a r e  required t o  continue t h e  present contract  which 
has a t a r g e t  phase-out da te  of FY 1967.. I n  addit ion,  over 450 
Congolese have received o r  a r e  receiving U.S. t ra in ing,  and a 
Congo-American Language I n s t i t u t e  i s  preparing Congolese teachers 
and administrators.  A peak enrollment of about 1,000 students was 
reached last October. 



Congo (Leopoldville 1 
( U . S .  F i s c a l  Y e a r s  - M i l l i o n s  o f  D o l l a r s )  

I U.S.  OVERSEA5 LOANS AND GRANTS - NET OBLIGATIONS AND L I  

MARSHALL 1 
AUTHOR1 ZAT l ONS 

FORE1 GN ASSISTANCE 
ACT PERIOD TOTAL 

1 9 4 6 -  
1 9 6 3  

172.3 

- 
172.3 

- 
62.1 
(L2.8) 
(LA) 

38.h 
- 

38.h - - 
- 

18.0 
5.7 - 
- 
- 

TOTAL 
LESS 

EPAYMENTI 
AND 

l NTEREST 

172.3 
- 

172.3 

- 
62.1 
(L2.8) 
(11.11) 

98.h 
- 

38.h - - 
- 

18.0 
5.7 - 
- 
- 

_114,4 

2%:~ 

2.7 
(0.1)  

- 

POST-WAR 
R E L I E F  t-- PROGRAM PLAN I MUTUAL SECURITY ACT PERIOD 
P E R l O L  

1 9 4 6 -  1 9 4 8  

8.1.0. AND PREDECESSOR AGENCIES - TOTAL.. . . . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

i O C l A L  PROGRESS TRUST FUND..... . . ............ I 
OOD FOR PEACE - TOTAL ....................... I 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ...... I 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

P r i o r  1 
T I T L E  I  - PLANNED FOR LOANS AN0 GRANTS ..... 

. . . . . . .  1 0 4 c  - G r a n t s  f o r  Common I l e f e n s e . .  
. . . .  1 0 4 e  - G r a n t f  f o r  L c o n .  D e v e l o p m e n t . .  

. . . . . . .  1 0 4 e  - L o a n s  t o  P r i v a t e  I n d u s t r y . .  
1 0 4 g  - L o a n s  t o  G o v e r n m e n t s . .  . . . . . . . . . . .  

T I T L E  I - ASSIT FR(M OTHER COUNTRY SALES AOFmlS.  

.... T I T L E  I I  - EMERGENCY R E L I E F  k ECON. DFV. .  
. . . . . .. T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES 

. . . . . . . . . . . . . .  T I T L E  I V - O O L L 4 R  CREDIT  SALFS 

'XPORT-IMPORT BANK LONG-TERM LOANS...; . . ..... I 
T H E R  U.S. ECONOMIC PROGRAMS ................. 

TOTAL ECONOMIC ......................... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

( A d d i  t t o n a l  C r a n  t o  f r o m  E x c e s s  S t o c k s ) .  . 

ITHER M I L I T A R Y  ASSISTANCE .................... 
TOTAL M I L I T A R Y  ......................... 

L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL ECONOMIC AND M I L I T A R Y  ............... i 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

+ b a a  than $50,000. 

4 Includes $30.0 mllllon loaned to  Belgian government for Congo. 184 

- -- - - 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1 9 6 2  F Y  1 9 6 3  F Y  1 9 4 6 - 6 3  - - -  
IBRD . World Bank . . . .  - 150.0 ?I 
UN hch. Ass't. (a). . 0.1  0 .1  0.3 . . . . .  UN special ~urrd 1 .L 1 .h 
EEC Dev. mnd . . . . . .  9.7 11.9 

SINO-SOVI  ET BLOC ASS1 STANCE 

....................... 1 9 6 2  ( C a l e n d a r  Y e a r )  - 
...................... 1 9 6 3  [ C a l e n d a r  Y e a r ] .  - 

C u m u l a t i v e  t h r u  1963 . . .  .................... - 



Liberia 

Liberia - GENERAL ECONOMIC DATA 

BASIC DATA ....... Population (millions - mid-1963) 1.0 
Annual Grwnh Rate (percent). ....... 1.5 

Area (1000 s q w e  miles)  ............ 4 3 
Population Dehsity per square mile. ... 24 

Agricultural LKIIXI as % of Total Area .... 20 
Percent of Population in Agriculture ... 50 

Life Expectancy (ye-) ............ n. a. 
people per ~octor. ................ 12,600 
Literacy Rate f p m m t )  ............. 5-10 
Pupils as Percent of Population. ....... 7 

( P r i m r y  6 S e c d a r y )  

( Wlionr LIBERIA - GROWTH TRENDS 
1962 Prices .- 
I R m o  ~ o h  l 

Rm~loble Rnourcq 
GROWTH RATE 

Pmubllon 1.5% 

................ ...(I--..--- ........................ 
'Sum of Net Fonign &low 8 

iROWTH INDICATORS * 
Total GNP ( in  1962 prices; I millions) .... 

............ Per Capita GNP (dollars) 

Investment a s  percent of GNP. ................. 
............ Domestic Savings as % of Investment. 

Net Faeign Balance as % of GNP. .............. 
Agrimltural Prod. Index f 1912-54= 100) ........... 

........................ Index per Capita 
. . . . . . . . . . . . . . . .  Rice, Paddy (1000 MT) 

............... Rubber Exports (1000 MT) 

NTERNATIONAL TRADE (I millions) ...................... Total ExpoFts (1.0.6.). 
Iron Ore .............................. 

....................... Total Imports fc. i.1.) 
......................... Trade Balance 

3HORT-TERM DOLLARS 

...... [UBBER EXPORT PRICE INDEX (1958=100) 

CENTRAL QOVERNMENT FINANCES 
(FY ending December 31) 

Total ExpenditureSfil. ...................... 
................... (Delense Expenditu s ) .  

(Capital Outlays)%: ..................... 
Total Domestic Revenues .................... 

As percent 01 G N P .  ...................... 
Defidt (-1 or Surplus (+) ..................... 

Calendar Years 
1960 1961 - 1962 

17 22 13 

137 10 5 102 

- Million Dollar Equiwlents  - 

1963 Est.  

170 
164 

47 
12 
41 

110 
95 
135 

41 

90 
(60) 

- 35 
n. a. 

91 

- Liber ian  currency is U. S. dollar. 
Includes cap i t a l  outlay financed by contractors' credits.  
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PROGRAM SUMMARY 
t o :  ( a )  a s s i s t  Liberia i n  making the i n s t i t u t i o n a l  changes and 

( I n  mill ions of do l l a r s )  bas ic  reforms necessary f o r  progress toward broader based de- 
FY 1963 FY 1964 FY 1965 velopment; ( b )  provide a demonstration t h a t  an African country 
Actual EstFmated Proposed devoted t o  p r iva te  enterpr ise  can be responsive t o  the needs of 

i t s  people and can grow and develop economically and socia l ly ;  
Development Loans 31.3 0.3 and ( c )  t o  assure a s t a b l e  government which w i l l  play a con- 
Technical Cooperation 8.6 7.2 s t ruc t ive  ro le  i n  Africa. 

Total  A.I.D. Assistance 

U.S. Objectives and Policy 

The United Sta tes  has had a continuing interes t  i n  Liber ia  since 
i t s  settlement i n  1820 by former U.S. slaves supported by pr ivate  
philanthropy. American protect ive  diplomacy i n  t h e  nineteenth and 
ea r ly  twentieth centuries ass i s t ed  the  struggling nation t o  remain 
independent. President Tubman's 1944 pronouncement of an "open 
door" investment policy, the  World War I1 military r igh t s  accorded 
us a t  Robertsfield and the  Monrovia Port, and t h e  recent agreement 
f o r  a Voice of America re lay s t a t i o n  i l l u s t r a t e  the  unique t i e s  
between Liber ia  and the  United States.  

Despite rapid progress i n  recent years,  Liberia i s  l e s s  developed 
than many newly independent African countries i n  many important 
respects .  Liber ia ' s  Gross National Product (GNP) i s  estimated t o  
have increased about 150% during the  past  decade, one of the  high- 
e s t  r a t e s  i n  the  world. However, t h i s  increase has occurred as  a 
r e s u l t  of foreign investment i n  the  i ron ore sector ,  whereas 
growth i n  other areas of the  economy has been negligible.  Liber ia ' s  
long-range problem i s  t o  upgrade i t s  indigenous econong. without 
discouraging the  foreign pr ivate  investment needed i n  t h e  fore- 
seeable fu tu re  f o r  most of i t s  economic growth. 

Liber ia  i s  currently i n  a posi t ion of extreme budgetary stringency, 
and a sharp reduction i n  the  previously very high r a t e  of invest-  
ment has slowed the  economy down despi te  the  suBstantial  increase 
i n  GNP since 1962. The reduction i n  the  large inflow of foreign 
cap i t a l  which has supported a high r a t e  of economic development 
i n  recent years resulted from: (a )  the  completion of the i ron 
ore industry 's  "tooling up" process; and (b )  the  prohibit ion 
of fu r the r  contractor c red i t s  and a ce i l ing  on commercial bank 
borrowing, necessitated by L iber ia ' s  inabi l i ty  t o  service 
addi t ional  medium and short-term debt. 

The U.S. assistance program t o  Liberia i s  directed t o  influencing 
the  course of Liberian economic and soc ia l  development i n  order 

In the  course of seeking t o  influence Liberian development, the  
United Sta tes  i s  providing s ignif icant  technical  cooperation t o  
improve the  ins t i tu t ions  responsible f o r  planning and carrying 
out government reforms a s  well  as  more effect ive ,  comprehensive 
economic and soc ia l  programs. 

Other approaches t o  e f fec t ing  necessary changes have involved the  
application of stimulants t o  improved f inancia l  s t ab i l i za t ion ,  
greater  d isc ipl ine  i n  government spending, t a x  reform and more 
savings incentives. 

Progress, Self-Help, Aid from Others 

Liberia 's  most s t r i k i n g  economic feature ,  thanks t o  i t s  r i ch  
natural  resources, has been t h e  inf lux of foreign cap i t a l ,  tech- 
nicians and managers t o  develop those resources. The government's 
e f f o r t s  t o  encourage t h i s  foreign investment have been eminently 
helpfliL. Since World War 11, pr ivate  foreign d i rec t  investment 
i n  Liberia has to ta led  an estimated $450 mill ion, which has 
increased government domestic revenues from l e s s  than $1 mil l ion 
before World War 11 t o  approximately $37 mill ion i n  1963, and 
employed many Liberians i n  the  monetized sector.  

Although Liber ia ' s  physical resources appear adequate t o  support 
a healthy growth r a t e ,  i t s  soc ia l  and p o l i t i c a l  development i s  a t  
a low leve l .  Liber ia ' s  human resources a re  not adequate t o  meet 
the  demands of a growing country. I t s  i n s t i t u t i o n s  a re  so l imited 
a s  t o  create  a s ignif icant  deficiency i n  the  a b i l i t y  t o  absorb 
cap i t a l  and new techniques. The t r i b a l  groups comprising the  
bulk of the  population a re  not well  integrated in to  the  national 
l i f e  . 
There a re  some e f fec t ive  s teps  being taken, however. In an e f f o r t  
t o  obtain b e t t e r  f i s c a l  and debt management i n  the future,  the  
government l a s t  year signed a standby agreement with the  Inter-  
national Monetary Fund (IMF), committed i t s e l f  t o  l i m i t  1964 
budgetary expenditures f o r  current purposes other than debt 
servicing t o  $29.6 mil l ion ($33.4 mil l ion was or iginal ly  budgeted) 
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and t o  increase domestic revenues t o  $39 million, an increase of 
$2 mil l ion over 1963. More important, t h e  government agreed t o  
r e f r a i n  from fur ther  contractor c red i t  financing and t o  r e s t r i c t  
expenditures t o  development projects  of high pr io r i ty .  Loans of 
l e s s  than 1 5  years '  maturity a r e  prohibited. An IMF resident 
representative i n  Monrovia i s  advising t h e  government concerning 
f i s c a l  pract ices  and monitoring compliance, which has been good 
thus f a r .  

Another important act ion was the  recent creat ion of four new 
counties replacing the  th ree  provinces of the  in te r io r .  This w i l l  
give the  majority of the  population which resides i n  the  i n t e r i o r  
representation i n  t h e  Liberian Senate, a more effect ive voice i n  
national a f f a i r s ,  and increased l o c a l  government autonomy. 

In the  area of government reorganization, more than 18 a c t s  of 
l eg i s la t ion  have been passed t o  implement Liber ia ' s  " l i t t l e  Hoover 
Commission" (SCOGO) recommendations f o r  administrative i m -  
provements i n  departments and agencies. Studies and recommen- 
dations of a l l  major agencies have been completed by SCOGO with 
the  help of i t s  American contract s t a f f .  The government recently 
requested UN Special Fund ass is tance t o  finance the  services of 
four Harvard University economists t o  serve on the country's f i r s t  
National Planning Agency (NPA). It i s  believed tha t  the  NPA w i l l  
be instrumental i n  the  establishment of sounder development 
p r i o r i t i e s  and i n  helping t o  make wiser decisions than i n  the  past 
concerning public sector  resource a l locat ions .  

Liberia i s  receiving a i d  from other f r e e  world sources. Pr incipal  
ones include the  IMF which i n  1963-64 w i l l  provide drawing r igh t s  
of $5.7 million, the  Internat ional  Bank f o r  Reconstruction and 
Development (IBRD) which w i l l  make avai lable  $3.25 million f o r  
road construction, and t h e  West German Government which w i l l  
provide c red i t s  f o r  road construction and development bank capi- 
t a l i z a t i o n  to ta l ing  $12.5 million. Smaller amounts of ass is tance 
a r e  made avai lable  by Sweden, I s rae l ,  Switzerland and I t a l y .  

FY 1965 Program 

The proposed magnitude of t h e  t o t a l  A.I.D. assistance i n  FY 1965 
i s  $15 mflltaa, comprised of $8 mil l ion f o r  technical cooperation 
a c t i v i t y  and $7& ml,Z;1.ion of Development Loans, approximately a 
W$rd of the  $40 million provided i n  FY 1963. About $3.0 million 
of P.L. 480 commodities i s  a l so  proposed. The proposed program i s  
designed t o  continue A.I .D.  ' s  s t r e s s  on long-range economic de- 
velopment and i n s t i t u t i o n a l  changes. In carrying t h i s  out, it i s  
planned t o  r e t a i n  a l so  the  emphasis on: (a )  improved public 
sector  resource a l locat ions;  (b) inducement of fu r ther  "self-help" 

including a meaningful Liberian contribution t o  joint  projects  
and reform measures; and ( c )  b e t t e r  government operations and 
machinery, pa r t i cu la r ly  i n  t h e  country's i n t e r i o r  areas.  

The principal emphasis of t h e  FY 1965 technical cooperation pro- 
gram wil l  be i n  the  areas of public administration and public 
works development as  a necessary basis  f o r  accelerated soc ia l  
and economic growth. In t h e  attempt t o  improve government ad- 
ministration, A.I.D. w i l l  continue t o  finance the American con- 
t r a c t  s taff  of SCCGO, t o  help i n  i n s t a l l i n g  the approved 
recommendations f o r  administrative improvement i n  a l l  government 
agencies, pa r t i cu la r ly  those concerned with f i s c a l  management and 
sector  program planning. Last year, the  U.S. technicians es- 
tablished cen t ra l  budget and accounting systems and introduced 
b e t t e r  tax col lect ion procedures. Special is ts  w i l l  help with 
publication of the  country's f i r s t  national population census 
as  well a s  t o  follow up on t h e  economic and t ransporta t ion surveys 
which A.I.D. financed. Advisors w i l l  be provided t o  improve the  
effectiveness of t h e  Public Works Department, Labor Bureau, 
Department of Agriculture, Liberian Information Service, and 
National Police Force. Other technicians w i l l  be made avai lable  
t o  help develop viable l o c a l  governments i n  the  four new counties, 
where geographically concentrated road ass is tance i s  opening up 
areas formerly inaccessible t o  development and effect ive commu- 
nicat  ion. 

I n  view of the  need t o  increase the  ro le  of agr icu l tu ra l  pro- 
duction, greater  s t r e s s  i s  planned t o  extend farm-to-market roads 
t o  valuable fo res t  areas and t o  improve the  national c r e d i t  
organization and management of cooperatives. Past U.S. ass is tance 
i n  agriculture has been successful, f o r  example, i n  t ra in ing  an 
86-man extension f i e l d  s t a f f  now doing very credi table  work i n  
teaching farmers be t te r  farming techniques, and i n  stimulating a 
very healthy timber industry.  There w i l l  be an expansion of 
A.I.D. technical cooperation t o  the  Liberian Development Corpo- 
ra t ion  so a s  t o  encourage investment i n  a var ie ty  of agr icu l tu ra l  
processing industr ies .  

In t h e  f i e l d  of education, the  A.I.D. program w i l l  continue t o  
t r a i n  key s t a f f  f o r  two r u r a l  teacher t ra ining i n s t i t u t e s ,  
Liberian University, the  Monrovia consolidated school system, 
and the  only high school l e v e l  vocational school i n  Liberia, a s  
well a s  working with the  Department of Education t o  develop .a 
b e t t e r  national school system. American ass is tance t o  v i l l age  
self-help projects  i n  the  Gbarnga d i s t r i c t  has f a c i l i t a t e d  the  
expansion of the  elementary school system i n  tha t  area.  This 
kind of a i d  t o  Liberia has been pivotal  i n  the  increase of r u r a l  
schools, pa r t i cu la r ly  during the  past decade, from the  26 which 
existed when U.S. a i d  began t o  169 l a s t  year. 
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N i g eri a -- GENERAL ECONOMIC DATA 

BASIC DATA 
Population (millions - mid-1 963) ....... 41.8 

Annual Growth Rate (percent). ....... 2.0 

Area (1 000 square miles) ............ 357 
Poprlation Density per square mile. ... 117 

Agricultuml Land as % of Total Area .... 24 
. .. Percent of Population in Agriculture 75 

Life Expectancy (years) ............ n. a .  ................ People per ~ o c t o r .  35,600 

Literacy Rate (percent) ............. 20 
Pupils as Percent of Population. ....... 8 

( P r i m  y 6 Secondary) 

$ Ndllons NIGERIA - GROWTH TRENDS 
1x2 Prlcss -----._p--.- 

'"'O ii"' 

TMI 
T- 

Net Fore~qn Balonce A$obk R e s o m e  

;ROWTH INDICATORS .......... Total GNP (in 1962 prices; S milli-)*. 
.................. Per Capita GNP (dollars) 

Investment as percent of GNP. ................. 
Domestic Savings as % of Investment. ............ 
Net Fae iqn  Balance as % of GNP. .............. 
Agricultuml Prod. Index (1952-54- 100) ........... 

Index per Capita ........................ 
Sorghum & Mille t  (1000 M I )  ........... 

Petroleum. Exports (1000 MT) ........... 

NTERNATIONAL TRADE (S millions) ...................... Total ExpcPts (1.0.6.). 
Peanuts & Peanut O i l  .................. 

Total Imports (c.i./ .) ....................... 
Trade Balance ......................... 

;OLD & FOREIGN EXCEANGE (zb,",$k:z). ..... 
........... :OST OF LIVING INDEX (1958= 100). 

( ~agos )  
:ENTRAL GOVERNMENT FINANCES* 
(FY ending March 31) 

Total Expenditures ....................... ................... (Dejense Expenditures). ....................... (Capital Outlays). 

Total Domestic Revenues .................... 
AsperceutofGNP ....................... 

..................... Deficit (-) or Surplus (+) 

+ - Converted a t  $2.80 per Nigerian pound. 

Calendar Y e a s  
1961 - - 1962 

- MiNion Dollar Equiwlents - 
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PROGRAM SUMMARY U.S. ass is tance  p o l i c i e s  c a l l  f o r :  ( a )  l imi t ing  support t o  spe- 
c i f i c  p ro jec t s  i n  f i e l d s  given h ighes t  p r i o r i t y  i n  the  Develop- 

( I n  mi l l ions  of d o l l a r s )  ment Plan, (education and t r a i n i n g  f o r  middle and higher l e v e l  
1963 FY 1964 FY 1965 manpower, a g r i c u l t u r a l  and i n d u s t r i a l  production, and t r a i n i n g  of 

Actual Estimated PrODOsed government and business personnel)  ; (b) increas ing  t h e  p a r t i c i -  
pa t ion  of o ther  f r e e  world donors i n  support of t he  Plan;  and 

Development Loans 12.1 31.0-37.4 19-0-33-0 ( c )  r equ i r ing  sound se l f -he lp  performance by Nigeria and encour- 
Technical  Cooperation 15.0 16.6 17.6 aging improved development of p ro jec t  p r i o r i t i e s ,  b e t t e r  Plan 

implementation, avoidance of low-priori ty expenditures,  and more 
Tota l  A . 1  .D. Assistance 27.1 L7.6-5L.0 3-6.6-50.6 e f f i c i e n t  and equ i t ab le  t a x  administrat ion.  

U.S. Obiectives and Pol icv  

The bas i c  U.S. objec t ive  i s  t o  a s s i s t  Nigeria t o  develop a s  a 
s t rong,  uni ted ,  independent nation based on democratic p r inc ip l e s  
and providing moderate leadership ,  sense of d i r ec t ion ,  and a good 
example t o  o ther  African countries.  

Nigeria has the  l a r g e s t  population of any country i n  Afr ica .  I t  
has  a he r i t age  of B r i t i s h  p o l i t i c a l  and economic i n s t i t u t i o n s  and 
has  adopted a parl iamentary form of government. Although Nigeria 
espouses an "independent" policy,  i t s  h i s t o r i c  and contemporary 
connections a re  with the  West. During th ree  yea r s  of  independence, 
Nigeria has demonstrated a subs t an t i a l  po ten t i a l  f o r  leadership  i n  
African and U N  a f f a i r s .  

N ige r i a ' s  economy i s  r e l a t i v e l y  f r e e  of government con t ro l ,  and 
government pol icy  i s  d i r ec t ed  t o  the  encouragement of domestic and 
fore ign  pr iva te  en te rp r i se .  Divers i ty  i n  ag r i cu l tu re ,  increas ing  
petroleum expor ts ,  water power, and timber resources--combinedwith 
the  v i t a l i t y  of i t s  people--give Nigeria a good p o t e n t i a l  f o r  
growth., The l i n e s  of t h i s  growth have been ca re fu l ly  assessed and 
char ted  i n  a National Development Plan described by the  World Bank 
a s  "a major achievement--an exce l l en t  beginning." ThePlaninvolves  
a projec ted  investment of $3 b i l l i o n  i n  public and p r iva t e  domestic 
and fo re ign  funds. U.S. ass is tance  pol icy  i s  t o  support t he  Nige- 
r i a n  Development Plan,  which c a l l s  f o r  foreign public ass is tance  
of about $900 mi l l i on ,  and t o  play a leading r o l e  i n  obta in ing sup- 
p o r t  by o the r  f r e e  world countries.  The major element i n  t h i s  
pol icy  i s  the  commitment by the  United Sta tes  t o  provide an amount 

Promess .  Self-Helw. Aid from Others 

Niger ia ' s  growth continued i n  1963, although not a t  a  rapid  r a t e .  
I ts  Gross National Product (GNP)  rose by 4% while t he re  was a 2% 
population growth. Exports increased by 6% t o  about $500 mi l l ion ,  
but  fore ign  exchange reserves  dropped from $381 mi l l ion  a t  the end 
of 1962 t o  $292 mi l l i on  by October 1963, an amount adequate t o  
f inance roughly 6 months of imports. The 50% decl ine  i n  fore ign  
exchange reserves  s ince  1959 p a r t l y  r e f l e c t s  Niger ia ' s  determina- 
t i o n  t o  push ahead with development i n  accordance with the  Plan 
i n  s p i t e  of delays i n  obta in ing the  amount of fore ign  a s s i s t ance  
ant ic ipa ted .  While public sec tor  investment has been delayed be- 
cause of l ags  i n  p ro jec t  preparation,  p r iva t e  sec to r  investment 
has moved ahead of Plan fo recas t s .  

Niger ia ' s  development i s  s t i l l  a t  a  r e l a t i v e l y  low l e v e l .  About 
80% of the  povulation i s  i l l i t e r a t e  and Der c a ~ i t a  GNP i s  onlv 
about $85. Despite t hese  handicaps, Nigeria has achieved a r a t i o  
of domestic savings t o  GNP averaging over 10% i n  r e c e n t  years and 
domestic government revenues now amount t o  11% of GNP. I n  o the r  
important ways a l so ,  Niger ia ' s  s e l f -he lp  e f f o r t s  a r e  contribut-  
ing t o  meeting development goals. Besides introducing new and 
higher taxes ,  t he  government has r e s t r i c t e d  sa l a ry  increases ,  re -  
duced subsidy programs and maintained a close review over expen- 
d i t u r e s .  I t  has  launched a major d r ive  t o  mobilize small  savings 
by i s su ing  new low-cost s e c u r i t i e s  t o  help f inance development 
p ro jec t s .  The t a r i f f s  on luxur i e s  and the  Marketing Board pol icy  
of paying producers l e s s  than world market p r i c e s  a re  r e s t r a i n i n g  
consumer imports. I n  addi t ion ,  N ige r i a ' s  progress i n  developing 
i n s t i t u t i o n s  of and investment i n  education should f a c i l i t a t e  the 

of $225 mi l l ion  dur ing  the  Plan period (1962-68), sub jec t  t o  the  coun t ry ' s  fu tu re  growth. The Nigerian Government i s  cont r ibut ing  
development of p r o j e c t s  meeting A . 1  .D.  c r i t e r i a  and the  ava i l ab i l -  a t  l e a s t  20% of the  cos t  of a l l  A . 1 - D -  c a p i t a l  p r o j e c t s  and is  
i t y  of funds. I t  i s  
through A . I . D .  loans  
development c r e d i t s .  

proposed t o  meet t h i s  commitment p r i n c i p a l l y  f inancing a l l  r ecu r ren t  cos t s .  - - 
and grants  and Export-Import (EX-1m) Bank 

S ign i f i can t  l e v e l s  of a i d  from other  f r e e  world sources a r e  being 
pledged, notably i n  connection with t h e  $200 mi l l i on  Niger Dam 
pro jec t  which has been t h e  f o c a l  po in t  of a i d  coordination by t h e  
I n t e r n a t i o n a l  Bank f o r  Reconstruction and ~evelopment  ( lXUl) 's  
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consu l t a t ive  group. The IBRD has ind ica t ed  i t s  i n t en t ion  t o  pro- 
vide up t o  60% of t h e  fore ign  exchange c o s t s  of t h e  Niger Dam. It 
i s  a l s o  making loans  of over $46 m i l l i o n  f o r  power transmission,  
po r t  development and poss ib ly  r eg iona l  roads, and i t s  a f f i l i a t e ,  
t h e  In t e rna t iona l  Finance Corporation (IFC) , i s  a s s i s t i n g  t h e  
newly e s t ab l i shed  National  Development Bank. The U.K. con t r ibu t ion  
over t h e  Plan period i s  es t i&ated  a t  $110 mi l l i on  i n  such forms a s  
educat ional  grants ,  a  balance-of-payments loan, r a i l r o a d  equipment, 
and cont r ibut ions  t o  t h e  Niger Dam. West Germany i s  expected t o  
provide up t o  $30 m i l l i o n  over t h e  Plan per iod  f o r  equipment 
c r e d i t s .  Equipment c r e d i t s  t o t a l i n g  $32 mi l l i on  have a l s o  been 
pledged by the  Netherlands, Switzerland,  I s r a e l ,  and Canada. It 
i s  l i k e l y  t h a t  I t a l y  w i l l  provide about $25 mi l l i on  i n  c r e d i t s  
toward t h e  Niger Dam. Technical a s s i s t ance  from UN agencies and 
t h e  Ford Foundation i s  expected t o  exceed $22 mil l ion .  

FY 1965 Program 

The program plan f o r  FY 1965 inc ludes  $19-33 d91io9 i n  Development 
Loans and between $17 and $18 mi l l i on  t o  provide f o r  t he  continua- 
t i o n  of technica l  cooperation p r o j e c t s  a l ready under way. 

I n  over-a l l  support of t he  Development Plan, t h i s  a s s i s t ance  i s  
planned t o  concentrate on meeting Nige r i a ' s  massive needs f o r  
t r a ined  manpower and on more d i r e c t  measures f o r  i nc reas ing  ag r i -  
c u l t u r a l  and i n d u s t r i a l  production. Development loans w i l l  con- 
t i nue  t o  a s s i s t  i n  meeting the i n f r a s t r u c t u r e  needs (pr imar i ly  
power, communications, water supply) and goals  of t h e  Plan.  The 
t echn ica l  cooperation program emphasizes education and a g r i c u l t u r e .  

I n  education,  the Plan goal  i s  t o  t r a i n  85,000 p ro fes s iona l  and 
t echn ica l ly  s k i l l e d  men by 1972. A . 1  .D. development loans  f o r  con- 
s t r u c t i o n  of f a c i l i t i e s  a r e  now being considered f o r  Northern Re- 
gion teacher t r a i n i n g  schools and a Por t  Harcourt comprehensive 
secondary school. I n  FY 1965, there  may be loans  approved f o r  an 
a g r i c u l t u r a l  col lege  and schools i n  the  Eastern Region. The U.S. 
t echn ica l  cooperation e f f o r t  a l s o  emphasizes a i d  t o  teacher  t r a in -  
ing  and secondary schools with s u b s t a n t i a l  a s s i s t ance  a l s o  t o  
Nigeria ' s  u n i v e r s i t i e s .  A . 1  .D .  funds have provided the se rv ices  
of 100 s t a f f  members from nine major American u n i v e r s i t i e s .  They 
have, f o r  example, helped t o  e s t a b l i s h  the  Universi ty of Nigeria 
(along the  l i n e s  of an American land grant  c o l l e g e ) ,  now t r a i n i n g  
Nigerians f o r  the  p r a c t i c a l  t a sks  of t h e i r  country ' s  growth. Other 
educat ional  a s s i s t ance  i s  s i g n i f i c a n t l y  inf luencing Nige r i a ' s  sec- 
ondary schools and teacher  t r a i n i n g  col leges .  I n  one ins tance ,  150 
Nigerian teachers  t r a i n e d  by American educators a re  now i n s t r u c t i n g  
some 5,000 prospective teachers  i n  35 t r a i n i n g  i n s t i t u t i o n s .  Peace 
Corps volunteers a r e  a l s o  playing an e f f e c t i v e  p a r t  i n  t h i s  t o t a l  
D ~ O  cram. 

A second high p r i o r i t y  Nigerian goal  i s  t o  increase  production of 
ag r i cu l tu ra l  commodities by 45% over ten years  i n  order  t o  a t t a i n  
higher incomes and b e t t e r  d i e t s .  Road ass is tance  through develop- 
ment lending w i l l  he lp  open up p o t e n t i a l l y  r i c h  a reas  t o  g rea t e r  
ag r i cu l tu ra l  production, a s  i n  the case of the  Calabar-Ikom road 
loan approved t h i s  year.  The planned a s s i s t ance  f o r  a g r i c u l t u r a l  
education f a c i l i t i e s  mentioned above w i l l  a l so  be cons t ruc t ive  i n  
the long term. American t echn ica l  cooperation i n  support of t h i s  
goal emphasizes disseminating the  bes t  avai lable  knowledge of 
p r a c t i c a l  a g r i c u l t u r a l  methods t o  the farmer, a s  wel l  a s  t o  un- 
cover new production oppbr tuni t ies .  A.I.D.'s approach inc ludes  
the development and improvement of a g r i c u l t u r a l  education i n s t i -  
t u t i o n s ,  upgrading of extension services ,  research on food g ra ins  
and other crops,  improvement of l ives tock and range management 
techniques, water explora t ion  and development, s o i l  conservation,  
and d i s t r ibu t ion  and marketing. Results  t o  da te  on demonstration 
p ro jec t s  include increas ing  the  y i e l d  of edib le  gra in  and legumes 
by 140%. Eight  hundred a g r i c u l t u r a l  a s s i s t a n t s  and pou l t ry  farmers 
have been t r a i n e d  i n  the  Eastern Region where over 1,000 farmers 
have begun t o  follow the  improved drainage methods which A . I . D .  
technicians have demonstrated can double t h e i r  r i c e  y i e l d s .  U.S. 
technica l  advice has g r e a t l y  increased the  e f f i c i ency  of the cam- 
paign- t o  e rad ica t e  t s e t s e  f l i e s  i n  an area  which has a p o t e n t i a l  
500,000 acres f o r  development. Range management p r inc ip l e s  advo- 
cated i n  the U.S. t echn ica l  a s s i s t ance  program are  now being 
applied in  Northern Nigeria where ca lv ing has increased markedly 
and ca l f  death l o s s e s  c u t  i n  h a l f .  

I n  order t o  achieve Development Plan objec t ives ,  it i s  est imated 
t h a t  an addi t ional  $90 mi l l ion  of p r iva t e  fore ign  investment w i l l  
be required each year.  A.I.D.'s i n d u s t r i a l  growth program i s  
designed t o  help the Nigerians strengthen and expand e s t ab l i shed  
indus t r i e s  and t o  encourage the  growth of new indust ry .  I n  addi- 
t i o n  t o  a poss ib le  loan  f o r  the Niger Dam which w i l l  g r e a t l y  en- 
hence the p o s s i b i l i t i e s  f o r  i n d u s t r i a l  growth, the  United S t a t e s  
i s  helping the  Nigerians t o  determine the bes t  p o s s i b i l i t i e s  f o r  
p r iva t e  foreign investment. Under an A . 1  .D. con t r ac t ,  f e a s i b i l i t y  
s tud ie s  have been completed on production of n i t rogen f e r t i l i z e r  
from gas, j u t e  sacks production, f r u i t  canning, i n d u s t r i a l  f inance 
corporations,  power f o r  i n d u s t r i a l  development, and cassava s t a rch  
and sugar production. Brochures and r epor t s  have been prepared 
f o r  d i s t r ibu t ion  t o  p r iva t e  fo re ign  inves tors  on i n d u s t r i a l  labor ,  
t ranspor ta t ion  and 100 i n d u s t r i a l  p o s s i b i l i t i e s  i n  Nigeria.  In- 
vestment advisory a s s i s t ance  has been provided t o  approximately 
100 companies explor ing  investment oppor tuni t ies  i n  Nigeria, in-  
cluding such f i rms a s  the  Ford Motor Compan~ and General Foods 
Corporation. An American f i rm w i l l  begin t h i s  year t o  t r a i n  Nige- 
r i a n s  i n  the establishment and opera t ion  of s m a l l i n d ~ s t r i a l ~ l a n t s .  
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PROGRAM SUMMARY U.S. a s s i s t ance  under the  commitment emphasizes loans f o r  p ro jec t s  
meeting A . I . D .  c r i t e r i a  and having a high p r i o r i t y  i n  the  Devel- 

( In  mi l l i ons  of d o l l a r s )  opment Plan. It includes provision fo r  some general  commdity 
FY 1963 FY 1964 FY 1965 import loans ,  depending on the  balance-of-payments s i t u a t i o n  and 
Actual Estimated Prouosed the  country ' s  a b i l i t y  t o  absorb general  U.S. imports without 

causing se r ious  economic d i s loca t ions .  Extensive use of "Food 
Development Loans 23.3 fo r  Peace" commodities i s  a l s o  planned. 
Technical Cooperation 2.2 
Supporting Assistance 6.7 - A . I . D .  seeks t o  influence the  government t o  improve the  execution 
Contingency Fund 0.1 XXX ?XX of the  Plan, notably with r e spec t  t o  observing i t s  adminis t ra t ive  

c a p a b i l i t i e s ,  non-inflat ionary f inancing,  and p ro tec t ion  o f  mini- 
Tota l  A . I . D .  Assistance 32.3 23'8 3'3.6-9$,6 mum e s s e n t i a l  fore ign  exchange reserves .  Looking t o  the  fu tu re ,  

A . I . D .  i s  encouraging the  Tunisians t o  make g r e a t e r  use of the 
Development Assistance Committee (DAC) and IBRD mechanisms i n  

U.S. Objectives and Pol icx  order t o  obta in  more funds on b e t t e r  terms from other sources. 

The importance of Tunisia stems from i t s  cent ra l  l oca t ion  i n  North 
Afr ica ,  i t s  moderating influence on the Arab and African World, 
and i t s  p o t e n t i a l  a s  an example of the  benef i t s  t o  be derived from 
a s t a b l e ,  honest and e f f i c i e n t  government dedicated t o  s o c i a l  and 
economic development. While the  country does not  possess an abun- 
dance of na tu ra l  resources  or a c l ea r ly  outstanding growth poten- 
t i a l ,  Tunis ia ' s  economic prospects have been g r e a t l y  enhanced by 
i t s  r e l a t i v e l y  experienced and well- trained cadres and more ad- 

. vanced development p o l i c i e s  compared t o  most other African coun- 
t r i e s .  I t s  s t rong leadership ,  with broad popular support and a 
genera l ly  r e a l i s t i c  approach t o  the  so lu t ion  of i t s  problems, has 
produced a Ten-Year Development Plan considered by the  Interna- 
t i o n a l  Bank fo r  Reconstruction and Development (IBRD) and o the r  
exper ts  t o  be well  designed and r e a l i s t i c .  

For these  reasons ,  the  United S t a t e s  has provided s u b s t a n t i a l  a i d  
f o r  s eve ra l  years  based on thepo l i cy  of making Tunisia an a rea  of 
concent ra t ion  of development ass is tance .  The U.S. has a l s o  encour- 
aged f r u i t f u l  cooperation wi th  France and Western Europe and, t o  
t h e  extent  poss ib le ,  a  c lose r  r e l a t ionsh ip  between Tunisia and oth- 
e r  African s t a t e s ,  p a r t i c u l a r l y  those  of t h e  k g h r e b .  This pol icy  
took concrete form i n  an agreement i n  the  f a l l  of 1962 t o  support 
Tun i s i a ' s  Three-Year Development Plan with commitments of up t o  
$180 mi l l ion .  Tun i s i a ' s  Three-Year Plan c a l l s  f o r  t o t a l  inves t -  
ments of approximately $785 mi l l i on ,  a  60% increase from the  1960- 
62 amount. Of these  t o t a l s  over ha l f  i s  t o  be supplied by the  
country from i ts  own resources.  The l a rge  proportion of external  
a i d  requirements r e f l e c t s  t he  s t r u c t u r a l  changes r e s u l t i n g  from 
the  severance of t he  former French t i e s ,  involving the  s h i f t  of 
a g r i c u l t u r a l  production t o  Tunisian owners and expansion of in-  
digenous indus t ry  t o  replace  previous imports from France. The 
United S t a t e s  w i l l  supply s l i g h t l y  l e s s  than hal f  of t o t a l  ex te rna l  
help,  o r  one-fourth of the  cos ts  of the Development Plan. 

Progress, Self-Help, Aid from Others 

After  organizing f o r  the long development e f f o r t ,  and undertaking 
numerous economic and i n s t i t u t i o n a l  reforms, the  Tunisian Govern- 
ment began i n  1962 t o  r e a l i z e  some economic progress.  There were 
est imated increases  over 1961 of about 10% i n  Gross National Prod- 
uc t '  (GNP), 17% i n  gross  investment, over 20% i n  a g r i c u l t u r a l  
production (although s t i l l  below t h e  1959-60 average),  and smal ler  
galns In manufacturing, t r anspor t a t ion ,  and o ther  serv ices .  N O  

o f f i c i a l  app ra i sa l  has been made of progress s ince  1962, but it 
appears t h a t  t he  mommtum ca r r i ed  forward i n t o  1963 with s imi l a r  
increases.  The recent  apparent growth of pe r  cap i t a  GNP is  above 
average f o r  t h e  l e s s  developed countries.  Given s u f f i c i e n t  a t t en -  
t i o n  t o  exports  and a continuation of current  investment and sav- 
ings r a t e s ,  Tunisia has made a good s t a r t  toward e v e n t u a l s e l f -  
suc ta ined economic growth. 

This progress was made poss ib le  by a stepping-up of Tunisian 
se l f -he lp  e f f o r t s ,  p a r t i c u l a r l y  i n  the  important a rea  of economic 
p o l i c i e s  fo r  avoiding i n f l a t i o n  and increas ing  domestic savings. 
These p o l i c i e s  include:  ( a )  import cont ro ls  t o  discourage l u x -  
ury consumption; ( b )  p r i ce  con t ro l s ;  and ( c )  increases  i n  t ax  
r a t e s  on higher incomes and f i s c a l  reforms t o  increase  revenues 
and t o  replace  antiquated a g r i c u l t u r a l  taxes  by a 3% and 4% t a x  
on gross a g r i c u l t u r a l  income. More a t t r a c t i v e  Treasury b i l l s  
were issued t o  encourage g rea t e r  domestic savings--a device which 
is  believed t o  have subs t an t i a l ly  held down the  amount of c e n t r a l  
bank d e f i c i t  f inancing.  E f fo r t s  a r e  under way with both U.S. 
and IBRD advisors  t o  c rea t e  monetary and f i n a n c i a l  markets t o  
channel p r4va te  savings i n t o  productive p r iva t e  investment or 
make them a v a i l a b l e  f o r  Treasury f inancing.  
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Tunisian planning f o r  t h e  next  phase of t h e i r  Development Plan 
l a y s  r e l a t i v e l y  g rea t e r  emphasis on indus t ry ,  opening up more 
opportunity f o r  domestic and fore ign  p r i v a t e  investment. 

Education and t r a i n i n g ,  a s  keys t o  successfu l  development, a r e  
given a high p r i o r i t y  i n  Tunisian resource  use. Vocational edu- 
ca t ion  is  emphasized t o  meet t h e  manpower needs of an  expanding 
economy and t o  r ep l ace  departed European managers and s k i l l e d  
workers. I n  a g r i c u l t u r e ,  t h e  Tunisian Government has taken a 
unique approach t o  t h e  problem of land reform i n  i t s  goal  t o  com- 
bine increased production and s o c i a l  j u s t i c e .  Rather than d iv ide  
lands  formerly he ld  by fo re igne r s  among small  Tunisian farmers 
who l ack  t echn ica l  knowledge and c a p i t a l ,  t h e  government proposes 
t o  merge these  wi th  adjacent  small holdings t o  a v a i l  i t s e l f  of t he '  
management and mechanization advantages of l a r g e r  u n i t s .  Tunisian 
a s s i s t a n c e  t o  t h e  cooperat ives w i l l  be provided through programs 
of government loans ,  a g r i c u l t u r a l  extension and o ther  means de- 
signed t o  br ing  t h e  new farms t o  higher l e v e l s  of e f f i c i ency .  

Tunisia has made progress  i n  i t s  e f f o r t s  t o  a t t r a c t  ex t e rna l  a s -  
s i s t a n c e  from a wide v a r i e t y  of sources through the  IBRD Consul- 
t a t i v e  Group, t h e  UN and i ts  b i l a t e r a l  con t r ac t s .  I n  1963, France 
agreed t o  provide a s s i s t a n c e  of $38.4 mi l l ion  supp l i e r s '  c r e d i t s  
and d i r e c t  government loans .  Tota l  non-U.S. az s i s t ance  a v a i l a b l e  
f o r  pub l i c  investment is est imated t o  i nc rease  from about $23 m i l -  
l i o n  i n  1963 t o  $52 mi l l i on  i n  1964. Tunisia is  now exploring t h e  
p o s s i b i l i t y  of  obta in ing  a d d i t i o n a l  non-U.S. a s s i s t a n c e  through t h e  
DAC and m o p e a n  Economic Community (EEC) . 
Of perhaps g rea t e r  importance f o r  t he  long-term development of 
T u n i s i a ' s  t r a d e  and investment pa t t e rns ,  because of t h e  count ry ' s  
dependence on European markets, i s  i t s  cur rent  explora t ion  of 
a s soc i a t i on  with t h e  EEC. 

In  s p i t e  of t h e  progress  made i n  1962 and 1963, s i g n i f i c a n t  prob- 
lems remaining i n  1964 a r e  Tun i s i a ' s  a l r eady  precar ious  balance- 
of-payments s i t u a t i o n  and increased d e f i c i t  f inancing.  Thus, 
Tunisia faces  s e r ious  d i f f i c u l t i e s  i n  meeting Plan goals  unless  
it can br ing  about a  s teady flow of externs: a s s i s t a n c e ,  contin-  
uous adjustment of investment goals  t o  match a v a i l a b l e  f inancing ,  
t i g h t  opera t ing  budget c o ~ t r o l ,  and i n t e n s i f i e d  e f f o r t s  t o  increase  
domestic funds f o r  investment. 

FY 1965 Proeram 

F i s c a l  Year 1965 w i l l  be t h e  t h i r d  year of a s s i s t a n c e  to Tunisia 
under t h e  U.S. commitment t o  i t s  f i r s t  Plan. Although the  Plan 
covers t h e  Calendar Years 1962-64, it has been understood by 

Tunisia t h a t  t h e  investment w i l l  not  be achieved i n  l e s s  than 
four  f i s c a l  yea r s  i n  view of the  Plan8 s  slow s t a r t  and probable 
r a t e  of implementation. The schedule f o r  meeting t h e  commitment 
i s  t i e d  t o  T u n i s i a ' s  own progress under t h e  Plan and i t s  a b i l i t y  
t o  absorb t h e  U.S. a i d .  

The proposed FY 1965 program c a l l s  f o r  a  concentrated e f f o r t  t o  
he lp  t he  Tunisians meet t h e  high p r i o r i t y  goals  of t h e i r  Three- 
Year Plan -- development of water and manpower resources ;  in-  
creased a g r i c u l t u r a l  production;  and expanded t r anspor t a t i on ,  
communication, and i n d u s t r i a l  f a c i l i t i e s .  The United S t a t e s ,  i n  
conjunction wi th  t he  IBRDts Consult,ative Group, a l s o  is s t r e s s i n g  
the  importance of p o l i c i e s  t o  avoid i n f l a t i o n ,  improve t h e  bal- 
ance-of-payments pos i t i on ,  achieve an increased volume of publ ic  
and p r iva t e  savings,  improve budgeting and f i n a n c i a l  p r ac t i ce s ,  
and provide a g rea t e r  r o l e  f o r  t h e  p r i v a t e  s ec to r .  

As i n  t he  p a s t ,  development loans  w i l l  comprise t h e  major element 
of U.S. a s s i s t ance  and a r e  expected t o  t o t a l  fr0m,&3&,~$&m&fp-n. 
Depending on t h e  r e s u l t s  of t echn ica l  s t u d i e s  and a v a i l a b i l i t y  
of o ther  f inancing,  p o t e n t i a l  development loan  p r o j e c t s  include 
t h e  construct,ion of dams and d i s t r i b u t i o n  f a c i l i t i e s  f o r  t h e  ir- 
r i g a t i o ?  of about 50,000 a c r e s  of land ,  t h e  cons t ruc t ion  of a  
c2operative t r a i n i n g  cen te r ,  equipment f o r  a g r i c u l t u r a l  coop- 
e r a t i v e s ,  t h e  expansion and modernization of t he  phosphate mining 
indus t ry ,  and the  improvement of t he  Tunis In t e rna t iona l  Airpor t .  
I n  addi t ion ,  it i s  probable t h a t  a  loan  smaller  than i n  previous 
yea r s  w i l l  be requi red  t o  f inance  genera l  comnodity imports. The 
neces s i t y  f o r  t h i s  loan  r e l a t e s  t o  t h e  continuing balance-of- 
payments problems r e s u l t i n g  from t h e  increased investment and 
normal imports of an expanding economy. 

The Food f o r  Peace Program, t h e  second l a r g e s t  element i n  t h e  
program, is expected t o  t o t a l  $16.5 mi l l ion .  The program in-  
cludes T i t l e  I s a l e s  ($7.5 mi l l i on )  which, beginning t h i s  yea r ,  
a r e  t o  provide add i t i ona l  development resources  and which A . I . D .  
w i l l  seek t o  include i n  d ischarging  the  U.S. commitment. T i t l e  
I11 commodities w i l l  be used i n  a school lunch program($l.5 m i l -  
l i o n )  and t o  supplement wages which the  Tunisian Government pays 
over 200,000 otherwise unemployed workers engaged i n  labor-  
in tens ive ,  development-related p r o j e c t s  ($5.0 m i l l i o n ) .  The ad- 
d i t i o n a l  $2.5 mi l l i on  w i l l  be made ava i l ab l e  i n  T i t l e  I11 volun- 
t a r y  agency r e l i e f  programs. 

Technical cooperation a c t i v i t i e s  w i l l  continue i n  FY 1965 a s  t h e  
smal les t  element i n  t h e  U.S. a s s i s t ance  program, l a r g e l y  sup- 
plementing France ' s  $5-6 mi l l i on  a id .  A . I . D .  w i l l  provide advi -  
sory and t echn ica l  s e rv i ces ,  pr imar i ly  through con t r ac t s  
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w i t h  p r i v a t e  o r g a n i z a t i o n s  and o ther  F e d e r a l  agenc ies ,  and f o r  S o r v i c e ,  a c c e l e r a t i o n  of  occupa t iona l  t r a i n i n g  programs, and t h e  
p a r t i c i p a n t  t r a i n i n g .  A . I . D .  w i l l  suppor t  p r o j e c t s  f o r  t h e  deve l -  s t a f f j n g  of  t h e  School of Law and Business  Adminis t ra t ion  of t h e  
opment and o p e r a t i o n  of a g r i c u l t u r a l  coopera t ives ,  s o i l  conserva- U n i v e r s i t y  of Tunis .  I n  con junc t ion  wi th  development l o a n s  f o r  
t i o n ,  product  improvement, and a g r i c u l t u r a l  educat ion i n  a  new t h e  improvement of t h e  Tunis  I n t e r n a t i o n a l  A i ~ p o r t  ( E l  Aouina) a  
school  be ing  f inanced  under a  U.S. l o a n .  P r o j e c t s  designed t o  F e d e r a l  Avia t ion  Agency team i s  prov id ing  t r a i n i n g  and a d v i s o r y  
i n c r e a s e  T u n i s i a ' s  t r a i n e d  manpower i n  bus iness  and i n d u s t r y  s e r v i c e s  i n  t h e  o p e r a t i o n  of t h e  a i r p o r t  and t h e  i n s t a l l a t i o n  of 
i n c l u d e  expansion of t h e  Manpower Information and Employment equipment. 
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Algeria .............. 
Burundi .............. 
Cameroon ............. 
Central  African Rep. . 

Petroleum 
Coffee 
Cocoa, coffee  
Cotton, coffee  

Chad ................. 
Congo ( ~ r a z z a v ~ l l e )  . . 
Dahomey .............. 
Ethiopia ............. 

Cotton 
Wood, diamonds 
Palm prod. 
Coffee, hides 

Wood,petroleum 
Cocoa 
Alumina 
Coffee, cocoa 

Gabon ................ 
............... Ghana 
............... Guinea .......... Ivory Coast 

Kenya ................ 
Libya ................ 
Malagasy Republic .... 
mi ................. 
Mauritania .......... 
Morocco ............. 

............... Niger 
Northern Rhodesia . . 

Coffee, t e a  
Petroleum 
Coffee, van i l l a  
Livestock, 
Peanuts 

Livestock 
Phosphate rock 
Peanuts Copper 

........... Nyas aland 
Rwanda .............. 
Senegal ............. 
S i e r r a  Leone ........ 

Tea, tobacco 
Coffee,minrls. 
Peanuts 
Diamonds, i r o n  
o r e  

..... Somali Republic ... Southern Rhodesia 
Sudan ............... 

.......... Tanganyika 

Bananas, l ives t :  
Tobacco 
Cotton 
S i s a l ,  cot ton 

Togo ................ 
Uganda .............. ......... Upper Volta 
Zanzibar ............ 

Coffee, cot ton 
Coffee, cot ton 
Livestock 
Cloves 
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Aid p o l i c i e s  towards Alger ia ,  Morocco and Tunisia have a number of 
elements i n  common: ( a )  recogni t ion  of the  count ry ' s  s t rong eco- 
nomic t i e s  wi th  Western Europe and encouragement of continued c lose  
a s soc i a t i on  with Europe, e sped ia l ly  France; (b)  an e f f o r t  t o  put  
t h e  United S t a t e s  i n  t he  r o l e  of supplemental donor; ( c )  la rge-  
s ca l e  use  of Food f o r  Peace commodities f o r  "food-for-work" pro j -  
e c t s  d i r e c t e d  a t  a l l e v i a t i n g  unemployment; and ( d )  emphasis on 
a g r i c u l t u r a l  and r u r a l  development i n  t he  t r a d i t i o n a l  sec torswhich  
have not  rece ived  t h e  bene f i t  of in tens ive  development. There a r e  
nonethe less  a l s o  marked economic d i f ferences  among the  North Afr i -  
can coun t r i e s .  Tunis ia  has a r e a l i s t i c  Development Plan and r e l a -  
t i v e l y  h igh  adminis t ra t ive  competence. Algeria and Morocco have 
r i c h  and va r i ed  resources.  Libya stands apa r t  from i t s  North 
African neighbors i n  i t s  ample f i n a n c i a l  capaci ty  t o  meet i t s  de- 
velopment needs. There i s  a l s o  a continuing but reduced requi re-  
ment f o r  a s s i s t ance  i n  connection wi th  s t r a t e g i c  f a c i l i t i e s .  

ALGERIA 

Following the des t ruc t ive  yea r s  of i t s  war f o r  independence and the  
af te rmath  of t e r ro r i sm and chaos, Algeria i n  the immediate post-  
independence per iod  has emphasized e f f o r t s  t o  r e s t o r e  order  and 
economic v i a b i l i t y  and t o  reconci le  divergent  thought i n  t he  coun- 
t r y  -- a s i t u a t i o n  f u r t h e r  complicated by diverse cross-currents  
of Arab, Maghreb and African r e l a t i onsh ips  and by the  n a t i o n a l i s t  
d r ive  and s o c i a l i s t  tendencies of A lge r i a ' s  leaders .  

A l g e r i a ' s  l oca t ion ,  resources  and demonstrated weight i n  Arab and 
African a f f a i r s ,  provide the  b a s i s  f o r  t he  U.S. i n t e r e s t  i n  as- 
s i s t i n g  Alge r i a  t o  a t t a i n  s t a b i l i t y  and economic recovery. I n  
doing so, the  United S t a t e s  s t r i v e s  t o  promote Western i n t e r e s t s  
i n  harmony wi th  A lge r i a ' s  n e u t r a l i t y  policy,  while seeking t o  en- 
courage Algerian energies  i n  t he  d i r ec t ion  of recons t ruc t ion  and 
growth wi th in  t he  context  of a  supplementary donor r o l e .  A break- 
down of o rde r  i n  Alger ia  would pose a ser ious  t h r e a t  t o  Western 
i n t e r e s t s  i n  t h e  Mediterranean. 

U.S. a s s i s t ance  p lans  f o r  FY 1965 a r e  heavi ly  condit ioned by th ree  
f a c t o r s  : ( a )  A lge r i a ' s  n a t u r a l  t r ade  t i e s  and primary economic 
r e l a t i o n s h i p s  with France and the  r e s t  of Europe; ( b )  t he  contin-  
u ing  high l e v e l  of French a i d  (est imated a t  almost $200 mi l l i on  
f o r  CY 1964) under t he  Evian Accords, a s  well  a s  s u b s t a n t i a l  as- 
s i s t ance  from o the r  European and Arab nations,  i n t e r n a t i o n a l  

i n s t i t u t i o n s  and Communist count r ies ;  and ( c )  continued disorgani-  
za t i on  of  t h e  Algerian economy and inexperienced adminis t ra t ion  
which have prevented aqy s i g n i f i c a n t  s t a r t  on o rde r ly  development. 

The cu r r en t  U.S. a i d  program i n  Algeria i s  d i r ec t ed  almost wholly 
t o  the  immediate a l l e v i a t i o n  of unemployment and hunger. I t  con- 
s i s t s  o f :  ( a )  s u b s t a n t i a l  shipments (over 300,000 tons  annual ly)  
of  surp lus  a g r i c u l t u r a l  commodities f o r  feeding the  needy and par- 
t i a l  wage payments f o r  those employed on work p ro j ec t s ;  ( b )  tech- 
n i c a l  cooperat ion,  hand t o o l s  and equipment i n  support  of r u r a l  
r e h a b i l i t a t i o n  p ro j ec t s  i n  fou r  s e l ec t ed  a r e a s  us ing  P.L. 480 food 
a s  p a r t  wage payments f o r  t he  work force  of about 60,000; ( c )  U.S. 
t r a i n i n g  of some Algerian technic ians  i n  a g r i c u l t u r e  and r e l a t e d  
f i e l d s ;  and ( d )  emergency medical a id .  The r u r a l  r e h a b i l i t a t i o n  
p ro j ec t  t o  which A . I . D .  i s  con t r ibu t ing  i s  l i k e l y  t o  be t h e  most 
s i g n i f i c a n t  element of  t he  broad work r e l i e f  program the  Algerian 
Government has  j u s t  begun t o  organize.  There a r e  p lans  f o r  in-  
c r ea s ing  t h e  proport ion of food a i d  being used f o r  p a r t i a l  wages 
on work p r o j e c t s  r a t h e r  than f o r  d i r e c t  r e l i e f  feeding.  

FY 1965 a s s i s t ance  is  es t imated  a t  $2 mi l l i on  f o r  t echn ica l  coop- 
e r a t i o n ,  mostly f o r  an expanded r u r a l  r e h a b i l i t a t i o n  pro jec t ;  
210,000 tons  of P.L. 480 foods f o r  t h i s  and o the r  work p ro j ec t s ;  
and 125,000 tons  o f  P.L. 480 food ( ~ i t l e  111) f o r  the  r e l i e f  pro- 
gram administered by voluntary agencies equiva lent  t o  around $80 
mi l l i on  a t  Commodity Credi t  Corporation ( C C C )  p r i c e s .  A modest 
T i t l e  I s a l e  may be  considered.  The p o s s i b i l i t y  of fu tu re  c a p i t a l  
a i d  i s  not  excluded but  appropr ia te  condi t ions  do not  now e x i s t .  

MOROCCO 

The U.S. continuee t o  ham acceas t o  certain facilities iq Morocco. 
The longer-range objec t ive  continues t o  be  t o  s t rengthen  Morocco's 
t i e s  with t h e  West and i t s  r e s i s t a n c e  t o  a l l  forms of Communist 
inf luence .  

Assistance po l i cy  t o  obta in  t hese  objec t ives  i s  based on two a s -  
sumptions : ( a )  European count r ies ,  p a r t i c u l a r l y  France, bear  t h e  
major r e s p o n s i b i l i t y  f o r  ex t e rna l  a i d  t o  Morocco, and (b)  regard- 
l e s s  of t h e  ex t en t  t o  which France o r  o ther  f r e e  world donors 
f u l f i l l  t h e i r  r e s p o n s i b i l i t y  i n  t h i s  regard,  t h e  U.S. r o l e  i n  t h e  
long run  i s  neces sa r i l y  supplemental and intended t o  demonstrate 
p r imar i ly  an  i n t e r e s t  i n  Morocco's economic development, 
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The program element i n  the  immediate fu tu re  i s  a Supporting As- 
s i s t ance  loan of $xO &.Uon t i e d  t o  U.S. procurement. Local cur- 
rency proceeds from t h i s  loan w i l l  be appl ied  t o  the  Development 
Budget. Development loan  app l i ca t ions  of up t o  $10 d1Lian w i l l  
a l s o  be considered. Technical cooperation w i l l  be provided i n  a 
few s e l e c t  p ro j ec t s  t o  he lp  e s t a b l i s h  o r  improve bas ic  f a c i l i t i e s  
i n  ag r i cu l tu re  o r  pr iva te-enterpr ise  indus t ry  ( $1.2 mi l l i on )  and 
P.L. 480 programs of about $23.5 mi l l ion  (U.S. export  p r i c e s )  a r e  
planned. 

I n  the  eas t e rn  por t ion  of Africa,  U.S. pol icy  c a l l s  f o r  appropriate 
support i n  advancing p o l i t i c a l  and economic progress.  I n  the  Sudan, 
U.S. po l i cy  i s  t o  supplement a i d  from the  I n t e r n a t i o n a l  Bank f o r  
Reconstruction and Development ( IBRD)  and o the r  donors t o  the Su- 
danese development plan.  The U.S. ro l e  i n  the o the r  former B r i t i s h  
colonies  which depend pr imar i ly  on the  U.K. f o r  continuing help  i s  
t o  provide evidence of i n t e r e s t  i n  t h e i r  growth. An exception i s  
Southern Rhodesia where A . 1  .D.  proposes t o  discontinue i t s  a c t i v i -  
t i e s .  I n  addi t ion ,  t he  FY 1965 p lan  provides f o r  the  same a c t i v e  
i n t e r e s t  i n  the growth of Ethiopia  whfle prsuing a more ~&zzCi0tz6 
Une in the  Somali Republic. Sino-Soviet influence the re ,  t he  
v i s i t  of Chou En-lai, t he  changes i n  government and army r e v o l t s  
i n  former B r i t i s h  Eas t  Africa may s igna l  g rea t e r  p o l i t i c a l  i n s t a -  
b i l i t y  i n  t h i s  a r ea  with poss ib le  ramif ica t ions  f o r  U.K.  and U.S. 
i n t e r e s t s .  

ETHIOPIA 

The U.S. c o d c a t t o n s  facility at Asmara and the  leadership  of 
Hai le  Se la s s i e  i n  inter-African and i n t e r n a t i o n a l  a f f a i r s  make 
Ethiopia  p o l i t i c a l l y  important. The United S t a t e s  i s  a l so  i n t e r -  
e s t ed  i n  p o l i t i c a l  s t a b i l i t y  i n  the "Horn of Africa."  I n  FY 1965, 
A . I . D .  proposes t o  continue helping Ethiopia  i n  e f f o r t s  t o  e s t ab -  
l i s h  the  condit ions f o r  sus ta ined economic growth through t echn ica l  
cooperation e f f o r t s  (est imated a t  between $5 and $6 mi l l i on )  con- 
cent ra ted  i n  education,  public hea l th  and public s a fe ty ;  c a p i t a l  
a s s i s t ance  f o r  i n f r a s t r u c t u r e ;  and encouragement of p r iva t e  
indus t ry .  

Somalia's r e l a t i o n s  with Ethiopia and Kenya a re  s t r a ined  because 
of the problem of the  Somali e thn ic  minor i t ies  i n  the  l a t t e r  two 
countr ies ,  t he  i s sue  which l e d  t o  Somalia's breaking o f f  r e l a t i o n s  
with the  U.K.  i n  March 1963. Both the Soviet  Union and Communist 
China a r e  opera t ing  s u b s t a n t i a l  economic a i d  programs in  Somalia, 
which i n  November 1963 a l so  accepted a l a rge  m i l i t a r y  a i d  o f f e r  
from the  USSR. A . I . D .  proposes i n  FY 1965 a cont inuat ion  of cur- 
r en t  technica l  ass is tance  (about $4 mi l l i on )  a c t i v i t i e s  s t r e s s i n g  
ag r i cu l tu re ,  education,  po r t  improvement, and publ ic  safe ty .  I n  
consultat ion with o the r  Development Assistance Committee ( D A C )  
p a r t i e s ,  the United S t a t e s  w i l l  be watching f o r  oppor tuni t ies  t o  
reduce the  tens ions  between Somalia and i t s  neighbors. 

SUDAN 

The Sudan is  important because of i t s  loca t ion  across  a i r  routes  
i n t o  East  and Centra l  Africa and a s  a borderland between the  Arab 
and t rop ica l  African worlds. The country, l a r g e s t  i n  area  i n  
Africa,  has a good base f o r  economic development i n  i t s  resources,  
power po ten t i a l  and favorable government a t t i t u d e  toward p r iva t e  
industry.  The Sudan Government has developed a modest, almost 
conservative. Ten-Year Develo~ment Plan and has obtained IBRD 
leadership of a Consultat ive Croup f o r  encouragingandcoordinating 
external  ass is tance .  It is i n  t h e  U.S. i n t e r e s t  t o  p a r t i c i p a t e  
a c t i v e l y  i n  t h i s  program. 

I n  FT 1965, A.I.D. w i l l  continue t o  provide t echn ica l  cooperation 
primarily i n  a g r i c u l t u r e  and education (about $4 mil l ion )  and may 
lend cap i t a l  a s s i s t a n c e  i n  t r anspor t a t ion  and f o r  publ ic  u t i l i t i e s .  
Technical cooperation i s  a l s o  being provided t o  a n  I n d u s t r i a l  De- 
velopment Bank (IDB) i n  order  t o  s t imu la t e  growth i n  t h e  p r i v a t e  
sec tor .  

KENYA. UGANDA. TANGANYIKA 

Last  December, Kenya followed Uganda (1962) and Tanganyika (1961) 
in to  independence. These former B r i t i s h  t e r r i t o r i e s  have a corn-. 
bined population of near ly  26 mi l l ion  people represent ing  a vari-  
e t y  of t r i b a l  groups and genera l ly  impoverished people. 
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The exodus of expatr ia tes  i s  leaving the administrations of the  
three countries understaffed and undertrained i n  a s i tua t ion  where 
s t a b i l i t y  and economic growth demand effect ive  administration. 

The U.K.  i s  providing the primary ass is tance in t h i s  area.  The 
United S ta tes  proposes t o  continue a supplementary role  i n  FY 1965 
through the provision of technical  cooperation concentrated on edu- 
cation, agr icul ture ,  community and cooperative development, and 
public administration, although recent potent ia l  events may require  
expanded a'id. Selected c a p i t a l  assistance i s  being planned i n e a c h  
of the th ree  countries on a loan basis ,  primarily f o r  water supply 
and educational f a c i l i t i e s .  

Recognizing the importance of keeping the means of regional coop- 
e ra t ion  viable,  A.1 .D. i s  providing additional assistance t o  the 
East African common services organization and univers i ty .  

RHODESIA AND NYASALAND 

I n  December 1963, the Federation of Rhodesia 
solved and the three t e r r i t o r i e s  now proceed 
ways t o  independence. 

and Nyasaland 
to seek t h e i r  

was dis-  
separate 

Nyasaland, economically the most underdeveloped, i s  scheduled f o r  
independence on July 6, 1964. The government i s  already faced with 
the exodus of expatr ia tes  and the need f o r  rapid Africanization. 
Supplementing assistance provided by the U .K . , A. I .D . proposes i n  
FY 1965 t o  continue technical cooperation i n  community development, 
edwat ion,  a g r i c d t ~ ~ r e ,  and public administration. Selected capi- 
t a l  ass is tance may be considered f o r  transportation or  education 
f a c i l i t i e s .  

Northern Rhodesia i s  also  expected t o  achieve independence i n  1964, 
and f a c e s  the need f o r  rapid Africanization. A .I .D. w i l l  provide 
about $1 million of technical  cooperation in  education, agricul-  
t u r a l  extension, community development and public administration. 
The small program previously conducted i n  Southern Rhodesia w i l l  
be terminated. 

GUINEA 

Guinea took several  addi t ional  s t r i d e s  l a s t  year along more l i b e r a l  
economic and p o l i t i c a l  l i n e s  and away from the USSR or ienta t ion 
which characterized her immediate post-independence posit ion. 

Gunia reopened t rade i n  the pr ivate  sector  and relaxed some pr ice  
controls.- The new environment was evident a l so  i n  the cooperation 
given Harvey Aluminum which signed an important contract f o r  baux- 
i t e  exploi ta t ion with t h i s  mineral-rich country l a s t  year. Ameri- 
can ass is tance t o  Guinea has been successful i n  providing an a l - '  
t a rna t ive  to complete dependence on the Sbo-Soviet oriented 
countries and i n  f a c i l i t a t i n g  the resmpt.ion of bench economic ' 
relations. Because domestic economic conditions remain unfavor- 
able ,  the United S ta tes  expects t o  continue the  balance-of-pay- 
ments r e l i e f  which has been afforded by U.S. financed commodities. 
A s  i n  FY 1964, t h i s  a i d  w i l l  be l a rge ly  through P.L. 480 T i t l e  I 
food sa les .  The continuing technical  cooperation program i s  
scheduled a t  over $3 mill ion, somewhat l e s s  than i n  previous years 
because of the reduction i n  the number and scope of A.I .D.  ac t iv i -  
t i e s .  I n  l i n e  with the  reported p r i o r i t i e s  of the country's  new, 
improved Development Plan, A . I . D .  i s  emphasizing greater  concen- 
t r a t i o n  on transportation. 

"UAM" STATES 

A . I . D .  has l imi ted assistance objectives i n  t h i s  group of s t a t e s ,  
15 i n  a l l ,  which includes 11 former French colonies--Mauritania, 
Senegal, Ivory Coast, Upper Volta, Niger, Dahomey, Chad, Central  
African Republic (CAR), Congo (Brazzaville ) , Gabon and the Mala- 
gasy Republic; two former French-British trusteeships--Togo and 
Cameroon; and Rwanda and Burundi, former Belgian t rus teeships .  
They cover an a rea  of about 2.7 mill ion square miles (23% of 
Africa) and have a population of some L+l million o r  about 15% of 
Africa. A l l  these  s t a t e s  receive substant ia l  f inanc ia l  and tech- 
n ica l  ass is tance from the former metropoles who a re  a l so  the 
pr incipal  sources of t h e i r  external  trade,  foreign pr ivate  in- 
vestment, and many government o f f i c i a l s .  

U .S. a id  t o  these s t a t e s ,  amounting t o  about 6% of a l l  funds re- 
quested f o r  Africa, cons i s t s  of technical  cooperation projects ,  
consideration of a few loans f o r  c a p i t a l  projects ,  encouragement 
o r  assistance f o r  U.S. pr ivate  investment and P.L. 480 programs. 

A .I .D. has i n i t i a t e d  i n  previous years and proposes t o  undertake 
i n  FY 1965 technical cooperation programs estimated a t  85-6 m i l -  
l i on ,  primarily i n  the f i e l d s  of agr icul ture ,  t ranspor ta t ion,  
education and public heal th .  The VAM" countries a re  among those 
"limited objective" countries i n  Africa i n  which A . 1  .D.  plans t o  
reduce progressively the number of i t s  direct-hire personnel t o  
a t t a i n  a more e f f i c i e n t  administration of A . I . D .  programs. I t  i s  
current ly  planned t o  withdraw a s  many a s  possible of A . I . D .  
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A . I . D .  plans t o  join with the U.K.  and the th re  di rect -hi re  personnel from Gabon, Central African Republic and 
Senegal. This process w i l l  be continued throughout the "UAM" 
S ta tes  with future  technical services  and advice to be provided 
through contracts  with un ivers i t i e s ,  o ther  non-profit i n s t i t u t i o n s ,  
and pr ivate  firms, o r  through other  government agencies. I n  
pa r t i cu la r ,  it i s  planned t o  make increased use of Peace Corps 
volunteers and the  Navy Seabees. 

Agricultural  projects  w i l l  be ca r r i ed  on i n  v i r t u a l l y  a l l  of these 
countries,  largely  to a s s i s t  i n  up-grading subsistence agr icul ture .  
Since t ranspor ta t ion needs a re  very pressing i n  these countries,  
o ther  plans a re  concentrated on improvement of maintenance and 
operation of road building equipment and increasing use of the U.S.- 
financed regional heavy equipment operators1 t r a in ing  center i n  
Togo. Loans of some $6-8 mill ion f o r  road construction o r  i m -  
provement and f o r  maintenance equipment i n  these countries w i l l  be 
considered. 

Training i n  the United Sta tes ,  both academic and technical,  i s  pro- 
posed f o r  FY 1965, an a c t i v i t y  which helps a l l e v i a t e  the  c r i t i c a l  
shortage of t ra ined manpower i n  most of these countries.  Public 
heal th  a c t i v i t i e s  w i l l  be ca r r i ed  on i n  Niger, Upper Volta, Gabon, 
h l a g a s y  Republic, CAR, Qlad and Cameroon. These consis t  mainly 
of provision of technical  assistance in hea l th  education, p lus  
Limited supplies f o r  control  of major endemic disease. 

Similarly,  modest objectives and pr incipal ly  technical cooperation 
programs a re  planned f o r  the  o the r  sub-Saharan African countries of 
Ghana, Mali, and S ie r ra  Leone i n  FY 1965. I n  Ghana, A.I.D. plans 
t o  continue the  l imited program of ass is tance i n  the f i e l d s  of 
agr icul ture  extension, s o i l  conservation, and r u r a l  public works, 
primarily through demonstration and advisory services.  The FY 
1965 pro,gram plan f o r  Mali i s  scheduled to emphasise vocational 
t r a in ing  and livestock improvement. The primary technical coopera- 
t i o n  p ro jec t s  i n  S ie r ra  Leone a r e  di rected t o  strengthening the 
r u r a l  i n s t i t u t i o n s  i n  agr icul ture  extension, teacher t ra ining,  and 
heal th  education. Limited technical  and possibly cap i t a l  a s s i s t -  
ance i n  t ranspor ta t ion is  planned. 

REGIONAL PROJECTS 

The Regional Projects  program w i l l  continue t o  encourage coopera- 
t i o n  and coordination among African s t a t e s  by supporting multi- 
country e f f o r t s  t o  overcome economic development problems. Par- 
t i c u l a r  emphasis i s  placed on helping t o  meet ~ f r i c a ' s  needs fo r  
t r a lned  manpower by promoting regional u t i l i z a t i o n  of African 
un ivers i t i e s  and scholarshiv oroarams. 

African countries i n  t h e i r  concerted e f f o r t  t o  l ink  ex i s t ing  in- 
dependent colleges i n  an integrated regional University of East 
Africa. U.S. assistance i s  primarily di rected t o  Makerere College 
and the Veterinary School. A regional education grants program 
provides scholarships available a t  selected African un ivers i t i e s  
t o  other than loca l  students,  thereby stimulating greater  regional 
use of these i n s t i t u t i o n s .  FY 1965 grants a re  planned f o r  the 
Universities of Cuttington (Liber ia) ,  Fourah Bay ( s i e r r a  Leone), 
Haile Selassie I (Ethiopia) ,  Ibadan ( ~ i ~ e r i a )  and others.  Another 
contribution t o  meeting Afr ica 's  needs f o r  t ra ined manpower w i l l  
be met through the highly successful African Scholarship Program 
of American Universit ies (ASPAU). I n i t i a l l y ,  there  were 200 
American univers i t ies  providing tuit ion-free scholarships f o r  239 
African students. I n  the coming year, the peak of t h i s  program 
may be reached when four  waves of such students, approximately 
1,000 i n  number, w i l l  be engaged i n  undergraduate s tudies  i n  215 
American univers i t ies .  The students1 government provides trans- 
portation cos t s  while A.I .D.  provides maintenance support. A 
modest graduate program modeled upon ASPAU w i l l  provide advanced 
higher education f o r  about 150 African students.  

I n  West Africa, the Regional Heavy Equipment Training Center 'in 
Togo w i l l  expand both i t s  enrollment and curriculum to  meet in- 
creasing demands f o r  t ra ined operators and mechanics. I t  i s  
planned t o  increase annual enrollment from 30 mechanics and 90 
operators to 60 mechanics and 180 operators. New shor t  courses 
a re  being developed t o  provide more specialized t ra ining. .  

I n  the f i e l d  of agr icul ture ,  A . I . D .  w i l l  continue t o  support the 
mul t i l a t e ra l  program coordinated by the Commission f o r  Technical 
Cooperation i n  Africa (CCTA) t o  eradicate rinderpest .  Four area 
campaigns are  designed t o  eliminate t h i s  disease from the conti- 
nent of Africa thereby permitt ing the development of an export 
market i n  l ivestock which i s  current ly  l imited because of thecon- 
tagious rinderpest .  The f i r s t  campaign, which began f i e l d  opera- 
t ions  i n  September 1962, focused on the Lake Chad area  i n  which 
rinderpest i s  prevalent. This area was a primary t a rge t ,  a s  it 
provides pasture f o r  8 mil l ion head of c a t t l e  and i s  crossed by 
important c a t t l e  t rade routes.  The second campaign, scheduled t o  
begin i n  l a t e  1964, w i l l  vaccinate c a t t l e  i n  an area  west of Lake 
Chad. Also i n  agr icul ture ,  A . I . D .  w i l l  continue t o  a s s i s t  CCTA i n  
the development of a vaccine t h a t  w i l l  provide immunity t o  the 
highly deb i l i t a t ing  incidence of bovine-pluro pneumonia. 

A measles control  program i n  the I1UAM" s t a t e s ,  t o  be carr ied out  i n  
cooperation with a regional heal th  organization, is  under consider- 
a t ion.  Under t h i s  program, A . 1  .D. would provide the vaccine 
required to  mount a program which individual countries would 
thereaf ter  continue. 
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. T I  T L E  I - ASSIT F R M  OTHER COUNTRI M I S . .  
T l T L E  I I  -ElMERGENCY R E L I E F  &ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V  -DOLLAR CREDIT  SALES.... ...... 

I EXPORT- IMPORT BANK LOMB-TERN, LOAM). ...... I iXPORT- IMPORT BANK LOMO-TERM LOAIS. .  ..... 
ITHER U.S. ECONOMIC PROBRIMS.. ........... I OTHER U. S. ECOM0M.l C PROBRAMS.. ........... C 

TOTAL ECOMOMIC...........~...~..~-a 
L o a n r . .  .......................... 
G r a n t s  ........................... 

7 

TOTAL E C O M O M I C . . . . . . . . . . . . . . . . . . . . .  
Loans .  ........................... 
G r a n t s . . . . .  . . . . . . . . . . . . . . . . . . . . . .  

- -- - 

I I L I T A R Y  ASSIST.  PROBRAM - (Chg.  t o  App. ). 
(Add1 t t o n a l  G r a n t s  f rom Excess  S t o c k s ) .  

M I L I T A R Y  ASS IST .  PROBRAM - (Chp.  t o  APP. ). I ( A d d i t i o n a l  G r a n t s  f r o .  Excess  S t o c k s ) .  I 
OTHER M I L I T A R Y  ASS ISTAMCE ............... 

TOTAL MILITARY..................... 
L o a n s .  ........................... 
G r a n t s  ........................... t OTHER MIL ITARY ASSISTANCE ............... 

TOTAL MILITARY..................... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL U.S. ECOMOMIC AND M I L I T A R Y . .  ... I TOTAL U.S. ECOMOMIC AM0 M IL ITARY. . . . .  I 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASS l STANCE , Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

-- 

OTHER ASSISTANCE 

I IMO-SOVIET  BLOC A S S I S I A N C E  I C Y \ .  . . . . . . . . .  I I -  I -  
,SSISTANCE FROM I ITERMATIOMAL  A B E I C I E S  
IBRD - World Bank... ................... 
UN Tech. A s s ' t .  (cY). .................. 
UN Special  Fund....... . . . . . . . . . . . . . . . . .  

ASSISTAMCE FROM IMTERMATIOMAL ABEMCIES 

U N T e c h . A s s ' t . ( ~ ~ )  ................... 
Int ' l .  Finance Corp. .................. 

- 
0.1 
1.2 

0 . 2  
- 0 . 3  . 

8.4 
0.7 
1.5 



Z A N Z I B A R  

U . S .  F t s c a l  Years  - M i l l a o n s  of D o l l o r s  - 
TOTAL 
LESS 

IPAYMENT! 
AND 

INTEREST 

EPAYMENTI 
AND 

INTEREST 
1946- 
( 9 6 3  

0.8 - 
0.8 

- 
(-1 
(-) 

- 

- .  

8.6 

TOTAL 
LESS 

EPAYMENT' 
AND 

INTEREST 

91.5 

32.7 
58.8 

m 
(C.9) 
(0.2) 

u 

0.2 
0.5 

9.7 
2.1 
1 .4  

3.9 

3.2 - 
112.5 

38.6 
73.9 - 
73.3 

(13.2) 

5.9 

m.2 

79.2 - 
38.6 

153.1 - - 

I GRANTS - NET OWL I I 

PROGRAM 1- PROGRAM 1- IONS 
TOTAL 
1946-  
1963  

92.9 

33.5 
59.8 

L3L? 

[::;I 

0.2 
0.5 

9.7 
2.1 
1.4 

12.5 

3.7 

122.4 
48.5 
73.9 - 
73.3 

(13.2) 

5.9 

7.92 

79.2 - 
201.6 
48.5 

153.1 - - 
114.0 

28.4 
5.8 
1 .4  

13.5 

i .1 .D.  ANDPREOECESSOR AOEIICIES - TOTAL.. I Q 

.l .D .  AN0 PREDECESSOR AGENCIES - TOTAL.. I 
Loons ............................ - 

........................... G r a n t s  0.1 I Loons ............................ 
Crmnts . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

............... O C l A L  PROBRESS TRUST FUND I SOCIAL PROORESS TRUST FUND... . . ..........- I - ................... OOD FOR PEACE TOTAL I FOOD FOR PEACE - TOTAL ................... I "  
.... . T r t l e  I ( T o t a l  S a l e s  Agreements )  ( - )  
.... L e s s :  (P lanned f o r  U . S .  U s e s )  

. . . .  . T r t l e  I ( T o t a l  S a l e s  Agreements )  .... L e s s :  (P lanned for U . S . . U s c s )  I 
T l T L E  1 - PLANNED FOR LOANS 6 GRANTS ... I = -  .. . T I T L E  I PLANNED FOR LOANS 6 GRANTS. I 

1 0 4 c  . G r o n t r  f o r  Common Defense  . . . . .  - 
l o h e  - G r a n t s  f o r  Econ.  
lOLe . Loans t o  P r i v a t e  l n d u s t r  l,.... 

.......... 1 0 4 g  . Loans t o  C o v e r n n e n t s  

iOLc - G r a n t s  f o r  Cannon Defense . . . . .  
1 0 4 e  - C r a n t s  f o r  Ecan.  Deve lopment . .  
1OBe - Loons t o  P r ~ v a t e  I n d u s t r  y . . . . .  
IOLg - Loans t o  Governments . . . . . . . . . .  

. .  T I T L E  I - ASSIT F m  OTHER C a N R f  AGWlS . .  
TITLE I I - EMERGENCV R E L I E F  6 ECON. OEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES. .. 
T I T L E  I V  -DOLLAR CREDIT SALES. ......... 

T I T L E  I - ASS'T F a  OTHER CWTW A G M ' S . .  

T l T L E  I I - E'IIERGENCY R E L I E F  6 ECON. DEV.. 
. T I T L E  I I I -VOLUNTARY R E L I E F  AGENCIES.. 

T I T L E  I V - D O L L A R  CREDIT  SALES .......... 
XPORT-IMPORT BANK LONO-TERM LOANS.. ..... I EXPORT-IMPORT BANK LONO-TERM LOANS.. . a * . .  I - ............. TWER U.S. ECONOMIC PROGRAMS L ............. OTHER U.S. ECONOMIC PR06RAMS 

..................... TOThL EcoNoMic 
L o a n s . .  .......................... ........................... G r a n t s  

M I L I T A R Y  ASSIST .  PROSRAM - (11. t o  APp.). 

TOTAL ECDNOMIC ..................... 
Loans.  ........................... 
G r a n t s  ........................... I 

- - - - 

I L I T A R Y  ASSIST.  PROBRAY - (Chp. t o  ALP.). 10.9 
(Addt tzomal  GFa, f rom Escess S t o c k s ) .  I (2.1) 

DTHER M I L I T A R Y  ASSISTARCE ..............a OTHER M I L I T A R Y  ASSISTANCE ..............a 

TOTAL M I L I T A R Y  ..................... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .  

....................... G r a n t s . . . .  

TOTAL U.S. ECOHOWIC AN0 M I L I T A R Y . . . - -  

..................... TOTAL M I L I T A R Y  
L o a n s . .  ........................ I I 
G r a n t s . . .  ........................ I :  

TOTAL U.S. ECONOMIC AND M I L I T A R Y . .  .. I 
.............................. Loana 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ r o n t s  2i.6 

OTHER ASSISTANCE 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0.1 

OTHER ASSISTANCE 

8110 -SOVIET  BLOC I S S l S T A l C E  ICY\......... I -  I -  INO-SOVIET BLOC ASSISTANCE I C Y ) .  ........ I -  I -  
AIS ISTLNCE FROM I I T E R I k T I O N A L  AGENCIES 

UNTrc*..Ass't.(CK) ................... 0 . 1  0 .1  

S S I S T A l C E  FROM INTERNATIONAL AOENCIES 
IBRD - World Bank ..................... 
UN Tech. Ass't. (CY) .................. ....................... UN Special Fund 
In t ' l .  Dev. Association ............... 

4.9 
0.7 
- 
- 

- 
0.9 

13.5 



GHANA 
U.S. F i s c a l  Years - Y a l l ~ o n s  of D o l l a r s  

I U.S. OVERSEAS LOANS AND 
. NET OBL l GAT1 ONS AN0 

GUINEA 

U.S. F i s c a l  Years - Y t l l z o n s  of D o l l a r s  

U.S. OVERSEAS LOANS AND REPAYMENT' 
GRANTS - NET OBLl GAT1 ONS AND AND 

I AUTHORIZATIONS ~ N T E R E S ~  
TOTAL 1946-  

1 9 6 3  1946-  
1963 1 9 6 3  

- 
EPAWENT 

AND 
l NTEREST 

1 946-  
1 9 6 3  

TDTAL 
LESS 

'EPAYMENT 
AND 

l NTEREST 

- 
TOTAL 
LESS 

EPAYMENT! 
AND 

INTEREST - 
2QJ 

3 . 1  
1 7 . 6  

L 6  

(10.4)  
( 2 . 5 )  

1LS 

0 . 9  
7 . 0  

1.7 

0 . 3  - 
30.6 
1 1 . 0  
19.6 - 
( - )  

- 
- 

30.6 - 
11.0 
19.6 

GRANTS . 
PROGRAM 

1.1.0. AM0 PREDECESSOR ABEICIES - TOTAL.. 

r l O N s  
TOTAL 
1946-  
1963  

m 
8 2 . 0  

7 . 5  

1LZ 

tl 
- 

0.6 
2.9 

6 5 . 0  

1 . 2  
-.- 

147.0 
1 2 . 2  - 
* 

(-1 

PROGRAM 

1.1.0. AN0 PREDECESSOR ABENCIES - TOTAL.. 

Loans ............................ 62.0 
.......................... Gran ts .  1 1.9 

Loonr . . . .  ........................ 
G r m t r .  .......................... 

............... IOCIAL PROBRESS TRUST FUIO I - IOClAL PROBREIS TRUST FUN0 ............... 
' 0 0 0  FOR PEACE - TOTAL........ ........... 

... T ~ t l e  I - ( T o t a l  So les  Agreements). . . .  L e r r :  (P lanned f o r  U.S.  Uses) .  
T i t l e  I - (Tat01 S01.r Agreements).. ,  . 

Leas: (P lanned f o r  U.S. U6e r ) .  ... 
T I T L E  I - PLANNED FOR LOANS b GRANTS... I - T I T L E  I - PLANNED FOR LOANS h GRANTS... 

104c - Gran ts  f o r  Connon Defense.. . . .  - 
104e - +ants  f a r  Econ. neuelopment..  - 
104e - Loans t o  P r i v a t e  I n d u s t r y  . . . . .  - 
1041 - Loons t o  C o u e r n n r n t t . .  . . . . . . . .  - 

104C - Grants  f o r  Comnon Defense.. ... 
104. - Cran t r  f o r  Econ. Development..  
104. . Loans t o  P r i v a t e  I n d a r t r y .  .... 
104g - Lorna t o  ~ o v r r n m e n t r  . . . . . . . . . .  

. T I T L E  I - ASS'T FROU OTHER CCUNTRl AGIMTlS.. - 
T I T L E  I I - E'IERGENCY RELIEF bECON. DEV.. - 
TITLE I I I  -VOLUNTARY RELIEF AGENCIES... 0.7 
T I T L E  I V  - DOLLAR CREDIT SALES.. ........ - 

. T I T L E  I -*5StT FRUOTHERCCUNTRl *Uk(T'S.. 
T I T L E  I I - EMERGENCY REL l  EF & ECON. DEV.. 
T I T L E  I I I -VOLUNTARY RELIEF AGENCIES.. . 
T I T L E  I V -  WLLAR CREDIT SALES. ......... 

XPORT-IMPORT BANK LOW@-TERM LOAIS.. ..... 1 65 .0  

............. THER U.S. ECOWOMIC PROBRIMS 

TOTAL ECOlOMIC ..................... 
Loan, ............................ .......................... Gran ts .  

I L ITARY ASSIST. PROBRAY - (Chg. t o  App.). 
(Addl t i o n a l  Grants  from E r c r s s  S t o c k s ) .  

NOMIC. . . . . . . . . . . . . . . . . . . . .  -. .................... 
C r u i r  ........................... 

I L I T A R Y  A I I I I T .  PROORAM - (Chg. t o  App.), 
( A d d i t i o n a l  C ron t r  f rom S r c e r r  S t o c k r ) .  

JTHER MILITARY ASSISTAWCE ..a*. . . . . . . . . . .  - 

..................... TOTAL MIL ITARY * - 
Loon r .  ........................... - 
Grants  ........................... x 

TOTAL U.S. ECONOMIC AND MILITARY..- . .  

Loans .............................. 127.0 
Grants  ............................. 3 . 1  

OTHER ASSISTANCE 

TOTAL MILITARY..................... 
Loenr ............................ 
C r o n t r . . . . . . .  .................... 

V l A L  U.8, ECOIOMIC AM0 MILITARY-. . .  . 
Loonr . .  ............................ 
Grant8 ............................. 

D H E R  ASS1 STANCE 

SSlSTA lCE FROM I ITERIATIOWAL ABEICIES 
IBRD - W o r l d  Bank ..................... 47.0 . 47.0 
mi W c h .  Ass 't. (cY) .................. 0 . 6  0 . 9  2.8 
UN S p e c i a l  Fund ....................... 0 . 8  2.6 4.3 

88 I ITANCE FROM I I T L R I A T I O N A L  A 8 L I C I E 8  
UIi Tech .  Ass't. (CY) ................... 
UN Special Fund..... ................... 



L I B Y A  MAL l  

U . S .  F t s c a l  Y e a r s  - M l l l ~ o n s  of D o l l a r a  U.S. F c a c a l  Y e a r s  - M ~ l l ~ o n s  o f  D o l l o r s  
- .... .... I U ~ S ~ ~ O V E R S E A S  LOANS AND REPAYMENTS TOTAL 

zATlONS I N T E R E S T  REPAYMENTS 
T O T A L  1 9 4 6 -  
1946- 1 9 6 3  I N T E R E S T  1 9 6 3  

TOTAL 
L E S S  

EPAYMENT 
AND 

l N T E R E S T  

a 0  

7.8 
124.2 

34.7 

(-) 
( - )  

- 

T . 5  
7.2 

31.4 

% 
190.3 - 

6.1 
(0.7) 

6.1 - 
6.1 - 

204.2 
7.8 

196.4 - - 

;RANTS - 
LOAN 

1 9 6 2  

T O B L l  
UTHOR I ;  - 

1 9 6 3  
PROGRAM 1- I N T E R E S T  

TOTAL , 9 4 6 -  

1 9 6 3  

PROGRAM 

I 

L .  1.0 .  A N 0  PREDECESSOR A G E N C I E S  - TOTAL.. 

-- .--- 
1.1.0. AND PREDECESSOR A G E N C I E S  - TOTAL.. 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  ........................... 

............... S O C I A L  PROGRESS TRUST FUND 

................... ' 0 0 0  FOR PEACE - T O T A L  

. . . .  . T z t l e  I ( T o t a l  S a l e s  A g r e e m e n t s )  .... Leas:  ( P l a n n e d  f o r  U . S .  U s e s )  

. T l T L E  I - PLANNED FOR LOANS 6 GRANTS. .  

iOLc - G r a n t s  for  Common n e f r n s c  . . . . .  
lode - G r a n t s  f o r  Eeon ,  ! k v e l o p m e n t . .  
iO4e - Loans t o  P r i v a t e  I n d u s t r y , .  ... 
104g - Loans to C o v c r n n c n t r . .  . . . . . . . .  

. . .  T I T L E  I - / i S S 8 T  FK)rOTHERCOUNTRI  A G M ' S  
T I T L E  I I - E " F K E ' . T r  Q E L I  E F  C ECON. OEV.. 
T I T L E  I I  I - ' . Q ~ U ' ~ T A P Y  R E L I E F  AGENCIES. .  . 
T I T L E  I V - D O L L A R  C R E D I T  SALES.  ......... 

...... EXPORT- IMPORT BANK LONG-TERM LOANS. 

............. DTWER U.S. ECONOMIC PROGRAMS 

TOTAL E c o r o n ~ c  ..................... 
Loons ............................ 
G r w x t s  ........................... 

M I L I T A R Y  A S S I S T .  PROGRAM - ( C h p .  t o  App. 1. 
( A d d i t i o n a l  C r o n t r  from E r c e s s  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... 
..................... T O T A L  M I L I T A R Y  

Loans ............................ 
G r a n t s . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. ECONOMIC A I D  M I L I T A R Y . . - . -  

Loans ............................. 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  .......................... ( 1 1 . 2  

S O C I A L  PROORESS TRUST FUND ............... - I 
FOOD FOR PEACE - TOTAL... ................ 1 

T x t l e  I - ( T o t o l  S a l e s  A g r e e a e n t s )  . . . .  
L e r s :  ( P l a n n e d  f o r  U . S .  U s e s )  .... (-) 

.. T I T L E  I  - PLANNED FOR LOANS 6 GRANTS. , I 
.. .  104c . C r o n t r  for Comnon D e f e n s e . .  - 

104e - G r a n t s  for Econ.  n e v e l o p m e n t . .  - 
. . .  104c - I.oona t o  P r i v a t e  I n d u s t r y , .  - 

. . . . . . . .  1 0 4 8  . Loans t o  C o v e r n n e n t s . .  - 
. .  . T l TLE I ASSIT FRCM OTHER CWNTRY A G M t S . .  

T I T L E  I I - E"FR5CNCY R E L I E F  & ECOM. DEV.. - 
. T I T L E  I I I - ~ J L u N T A P Y  RELIEF AGENCIES.. 0.7 

T I T L E  I  V - DOLLAR C R E D I T  SALES. .  ........ - 
EXPORT- IMPORT B A I K  LONO-TERM LOANS. ...... I - 

OTHER U.S. ECONOMIC PROORAMS. ............ 
..................... TOTAL ECONOMIC 

Loans  ............................ 
G r a n t s . .  ......................... 1 2 . 9  

M I L I T A R Y  A S S I S T .  PROGRAM - ( C h p .  t o  L o p . ) .  
(Addt taon .1  G r a n t s  from Excess  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... L ..................... T O T A L  M I L I T A R Y  
L o a n s . .  .......................... 
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G r a n t s  ............................. 14.2 

OTHER ASSISTANCE 

C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE 

S I N O - S O V I E T  BLOC A S S I S T A N C E  lCY)... . . . . . .  1 13.1 1 - I 9 . 0  I SINO-SOY I E T  BLOC A S S I S T A N C E  I C Y )  ......... 1 - 1 - 1 -  1 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

UN Tech. A s s  't. (CY) .................. 
UN Special  Fund ....................... 
EEC Dev. Fund ......................... 

A S S I S T A N C E  FROM I Y T E R N A T I O N A L  A G E N C I E S  .................. rn Tech. A s s ' t .  (cY) 
UN Special  3 a t 3  ....................... 

*Less than $XJ,KO. 

0.7 - 0.8 8.6 
1.6 



MOROCCO 
U . S .  F t s c a l  Yeor. - M ~ l l r o n s  o f  D o l l a r s  

RHODESIb, AND NYASACAMD 

U . S .  F i s c a l  Yeorr  - M t l l ~ a n s  of D o l l a r s  

U.S. OVERSEAS L O A N S  AND 
- 
.PAYMENT: 

AND 
I N T E R E S T  

1946- 
1963 

T O T A L  
L E S S  

:PAYMENTS 
AND 

N T E R E S T  

U . S .  OVERSEAS LOANS AND :PAYMEN' 
AND 

NTERES'  
I 946- 
1963 

T O T A L  
L E S S  

PAYMENTS 
AND 

N T E R E S T  

T O B L l  G A T I O N S  AND 
U T H O R I Z A T I O N S  

T O T A L  

1o.c 
1.7 5 . 4  

- 

- 

- 

- - 

I O N S  AND 
I O N S  

T O T A L  
1946- 
1 9 6 3  

2 4 2 . 9  
17.0 

150.4 

(21.9) 
( 5 . 5 )  

16.4 - 

2.1 
14.3 

96.6 
37.4 

0.8 

411.0 rn 
151.8 

19.5 
( 2 . 5 )  

- 
ad 
19.5 
rn 
259.3 
Ln.3 - 

RANTS - 
L O A N  - 

1962 

PROGRAM PROGRAM 

1 . 0 .  A I D  PREDECESSOR A O E I C I E S  - TOTAL.. . I . D .  AND PREDECESSOR A G E I C I E S  - TOTAL.. 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Gront r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
I O C I A L  PROGRESS TRUST FUND ............... I O C I A L  P R O I R E S S  TRUST FUND ............... 

................... ' 0 0 D  FOR PEACE - T O T A L  : 0 0 D  FOR PEACE - TOTAL.. ................. 
. . . .  . T r t l c  I ( T o t a l  S a l e s  A g r e c w e n t s )  
.... Lerr:  ( P l a n n e d  f o r  U . S .  U s e r )  

T t t l c  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  . . . .  

... T I T L E  I - PLANNED FOR LOANS L GRANTS T I T L E  I - PLANNED FOR LOANS b GRANTS... 

1 0 4 c  . Grants  f o r  ramnan n c f c n r c . .  . . .  
1 0 4 r  - C r a n t s  f o r  E c o n .  ! l e v e l o p n e n t . .  

. .  . 1 0 4 e  L o a n s  t o  P r i v a t e  I n d u s t r y . .  
1 0 4 8  . Loans t o  C o v c r n n e n t r  . . . . . . . . . .  

. . . . .  1 0 4 c  . G r a n t s  f o r  Common Defense  
1 0 4 e  - G r a n t s  f o r  Econ .  ! l e v e l a p n e n t . .  

. 104e  . Loans  t o  P r t v o t c  I n d u s t r y . .  
1 0 4 8  - Loans t o  6 v e r n a e n t s  . . . . . . . . .  

T I T L E  I - ASSIT FROrfOTHERCCUNTRf A G M ' S . .  
T l T L E  I I - WERGENCY R E L  E.F L ECON. OEV.. 
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  ... 

........ T l T L E  I V  - W L L A R  C R E D I T  SALES.. 

T I T L E  I - ASSIT F a  OT%R CWNTFY A G W ' S  . 
T l T L E  I I -E31F-;f'.'r , € L I E F  L E C O N .  DEV. 
T l T L E  I I I - V O L U N T A R Y  R E L I E F  AGENCIES. .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  ......... 

EXPORT- IMPORT BANK LONG-TERM LOAIS. . . . . .  EXPORT-IMPORT BANK L O I O - T E R M  L O A N S . .  .... 
............. )TWER U.S. ECOIOMIC PROGRAMS 

................... TOTAL ECONOMIC.. 
L o a n s . . . .  ........................ 
G r a n t s  ........................... 

r l L l r r R r  A S S I S T .  P R O P R A M  - ( C h g .  t o  ADD. ) .  
(Add i  t ~ o n o l  G r o n t s  f r o .  E x c e s s  S t o c k s ) .  

DTWER U.S. ECONOMIC PROORAMS ............ 
.................. T O T A L  E C O I O M I C . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . .  

M I L I T A R Y  A S S I S T .  PROGRAM - ( C h g  t o  ADD.) 
( A d d ,  t i o n o l  G r o n t r  f rom E x c e s s  S t o c k s )  

OTHER M I L I T A R Y  A S S I S T L I C E  . . . . . . . . . . . . . . a  OTHER M I L I T A R Y  A S S I S T A I C E  .............. 
..................... T O T A L  W I L I T A R Y  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  M I L I T A R Y  .................... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. ECONOMIC A I D  M I L I T A R Y . . . . .  T O T A L  U.S. ECONOMIC AND M I L I T A R Y . . . .  

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s . .  . . . . . . . . . .  ..I.. . . . . . . . . . . .  

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t o  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE OTHER ASS1 STANCE 

$ 1 1 0 - S O V I E T  BLOC I S S I S T A I C E  I C Y \  ......... I -  I - I  - 
S I I O - S O V I E T  BLOC A S S I S T A N C E  I C Y \  ......... 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E I C I E S  
IBRD - W o r l d  Bank ..................... 
UN T e c h .  Ass ' t .  ( C Y )  .................. 
UN S p e c i a l  Fund ....................... 
Int ' l .  F i n a n c e  Corp. .................. 

L S S I S T A I C E  FROM I I T E R I A T I O N A L  A G E I C I E S  

..................... IBRD - W o r l d  Bank 
UN T e c h .  As# It. ( C Y )  ................... 
UN S p e c i a l  Fund ....................... 

0 * L e s s  than $50,000.  



SIERRA LEONE 

U.S. F i s c o l  Years  - W t l l ~ o n s  of D o l l o r r  

SOMALI REPUBL l C  

U.S. F t r c a l  Years - U ~ l l i o n r  of D o l l s r s  

I U.S. OVERSEAS LOANS AND 
- 

GRANTS - NET OBL I  GAT1 ONS AND 

PROGRAM 

L. l .0 .  A I D  PREDECESSOR AOEIC IES  - TOTAL.. 

L o a n r .  ........................... - 
C r a n t r  ........................... 1.5 I 

I O C I A L  PROORESS TRUST FUIO  ............... I - 
FOOD FOR PEACE - TOTAL ................... 1 0.2 

.. . T i t l e  I ( T o t 0 1  S o l e s  I g r e e m c n t t ) . .  ( - )  

.. L e a s :  (P lonned f o r  U.S. Use.).. 1 ( - )  

T l T L E  I - PLANNEO FOR LOANS h GRANTS... I I 
lO4c - G r a n t s  for Common n e f e n r e  ..... 
104. - C r o n t a  f o r  Econ. l k v c l o p n e n t . .  - 

. . .  104e - Loons t o  P r i v a t e  I n d u s t r y . .  
1OLB - Loans t o  % v s r n n e n t r . .  . . . . . . . .  I 

. .  T I T L E  I FACM OTHER CWNTRY ffi lhlT'S.. 
T l T L E  I I - EMERGENCY R E L I E F  I ECON. DEV.. - 
T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES.. . 0.2 
T I T L E  I V - D O L L A R  CREDIT SALES...... . . . . .  

EXPORT- IMPORT 1111 LONO-TERM LOAIS.. ..... I - 

C r u l t r . . . . . . . . . . .  ................ 
4 I L I T A R Y  1 8 8 1 8 1 .  PROORAM- (Chg.  i 8  AD@.),  

( A d d i t i o n a l  G r a n t r  f rom E z c e s ~  S t o c k s ) .  

OTIER M I L I T A R Y  A S I I S T A I C E  ............... - 
TOTAL MILITARY..................... - 

Loonr  ............................ - ........................ G r a n t s .  *. - 
TOTAL U.8. ECOIOYIC A I D  YILITARY.. .m.  

Loans .............................. - 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 . 5  

JTHER ASSISTIICE 

I I I O - S O V I E T  BLOC A S S I S T I I C E  (CYI........ . I -  I -  I -  
r ( ( l 8 l A I C E  FROM I I T E R I A T I O I A L  AOEIC IES  ................... V N T e c b . A s s 1 t . ( C Y )  0.2 0 . 3  0.8 

- 
EPAYMENT! 

AND 
INTEREST 

1946- 
1963 

- 
TOT& 
LESS 

EPAYMENT 
AND 

l NTEREST - 
4.6 - 
4.6 

1.0 - 
( - 1  
( - )  

- 

1 . 0  

1.8 - 
7.4 - 
7.4 - 
(1) 

- 
- 

7 2  

7.4 

PROGRAM 

A.I.D. A I D  FREOECESSOR AOEIC IES  - TOTAL.. 

Loon. . . . . .  ....................... 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

......... SOCIAL PROBRESS TRUS l  FUND...... 

FOOD FOR PEACE - TOTAL ................... 
.. .  T i t l e  I - ( T o t o l  S a l e s  Agreements) .  
. . .  Leas:  (P lonned f o r  U.S. U s e r ) .  

T I T L E  I - PLANNED FOR LOANS & GRANTS ... 
..... . 1Obc G r a n t s  f o r  Common nefenae 

104e - C r o n t a  f o r  Econ. Deve lopment . .  
104. - Loans t o  P r i v o t e  I n d u s t r y  . . . . .  

.......... 1068 - Loanr t o  Covernmantr 

. T I T L E  I - ASSIT FRhl OTHER COUNTRY W I S . .  
T I T L E  I I - EUERGENCY R E L l  EF  6 ECON. DEV.. 
T I T L E  I I I -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

ENPORT-IMPORT BANI  LOIO-TERM LOAIS....... 

TOTAL ECOIOYIC..................... 
L o u l r  ............................ 
C r u l t r . . .  ........................ 

- --- - 

M I L I T A R Y  ASSIST.  PROORAM - (Chg. t o  Lop. ). 
( I d d i  t~on.1 C r a n t r  f rom Excess S t o c k r ) .  

OTYER M I L I T A I Y  ASSISTANCE m . . . . . . . . . . . . ~  

..................... TOTAL M I L I T A R Y  
Loanr . . .  ......................... 
G r o n t r .  .......................... 

TOTAL U.1. ECOIOYIC A I D  MIL ITARY. . - . .  

Loons ............................. 
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

U.S.  OVERSEAS LOANS AND 
;RANTS - NET OBLIGATIONS AN0 

LOAN AUTHORl i  

JTHER ASSISTANCE 

8 1 1 0 - I O V l E T  BLOC AS81STAICE (CY)......... 

L $ 8 I S T A I C E  FROM I I T E R I A T I O I A L  AOEIC IES  
Tech. A s s ' t .  (a) .  .................. 

UN Special Fund ........................ 
Em Bv. Fund ......................... 

Less than $50,000. 



SUDAN 
U.S. F i s c a l  Years - Y ~ l l i o n s  o f  D o l l a r s  

PROGRAM 

1.1.0.  A I D  PREDECESSOR A B E I C I E S  - TDTAL.. 

Loanr ........................... 
G r a n t s .  .......................... 

I O C I A L  PROBRESS TRUS l  FUND ............... 
:00D FOR PEACE - TOTAL ................... 

.... T i t l e  I . ( T o t a l  Soles Agreements) ... L e s s :  (P lanned f o r  U.S. Uses). 

T l T L E  I - PLANNED FOR LOANS b GRANTS... 

104c - G r a n t s  f o r  Common Defense . . . . .  
104e - G r a n t r  f o r  Eeon. n e v e l o p n c n t . .  
104. - Lounr t o  P r i v a t e  I n d u o t r y . .  . . .  
1048 - Loans t o  Couernnenta  . . . . . . . . . .  

. T I T L E  I - A S I T  F a  OTHER C W T m  -1s.. 

T I T L E  I I - E'XRGENCY R E L I E F  &ECOH. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

EXPORT-IMPORT B A N I  LOIB-TERM LOAIS.  ...... 
)TWER U.S. ECOIOMIC PROBRIMS.. ........... 

..................... TOTAL ECOIOYIC 
L o a n s . . . .  ........................ 
C r ~ t s  ........................... 

l l L l l l l l l  A I I I I T .  C I 6 6 R A Y  - fehl. t* A I D .  1. 
( A l d n # i e m * l  G r u t m  from Isr.m# S # s ~ k m ) .  

U.S.  OVERSEAS LOANS AND 
IANTS - NET  ORL I C 

LOAN AUTHOR12 
IONS AND 
l ONS 

TOTAL 
1 9 4 6  - 
1 9 6 3  

66.4 - 
15.8 
50.6 

8.1 - 
(10.6) 
(2.6) 

8.0 - 

2.7 
1.6 
3.7 

* 
0.1 

OTHER A S S I S T A N C E  

......... S I I O - S O V I E T  BLOC ASSISTAICE I C Y 1  I - I -  1 n . o  

L S I I S T A I C E  FROM I I T E R I A T I O I A L  ADEIC IES  
- World Bank ..................... 

VN Tech. A ~ s ' t .  (CY) .................. 
UN Special Fund ....................... 
In t ' l .  Dev. Association ............... 

I I I 
*Less than $50,000. 

v 

EPAYMENT 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 3  

- 

- 
(-) 
(-) 

- 

TOTAL 
LESS 

D A W E N T !  
AND 

l NTEREST 

66.4 - 
15.8 
50.6 

8.1 - 
(10.6) 
(2.6) 

8.0 - 

2.7 
1.6 
3.7 

* 
0.1 

- 
29 

53.4 
0.1 
(4 - 
s - 
D.1 
IL6 
21.1 
53.5 - - 



U.A.M. COUNlRlES I N  AFRICA 

Net Obligations and Loan Authorizations 

(1n millions of dollars) 

Cumulative lhru June 30, 1963 Fisca l  Year 1963 

U.S. Overseas Loans and &ante 

Total 
U.A.M. Countries Other Total Ec onomi 

A.I.D. Economic Economic Mili tary and 
Mil i ta r  

a/ Burund i  - * 1.5 1.5 - 1.5 
Cameroon 0.8 0.6 1.4 * 1.4 
Central African Republic 0.7 * 0.7 - 0.7 

Qud 1.0 0.1 1.1 1.1 
Congo (Brazzavil le ) 0.4 0.2 0.6 - 0.6 
Dahomey 0.7 0.3 1.0 * 1.0 

Gab on 
Ivory Coast 
Mnlagasy Republlc 

Xeurltania 
Niger 
Rwanda d 
Senegal 
'row 
Upper Volta 

U.S. Overseas Loans and Qrants 

Assietance Total 
from Other Total  Econanic 

International A.I.D. E c o n d c  E c o n d c  Mili tary and 
Agencies MllitPrg 

issistance 
from 

[nternational 
Agencies 

mr SinoSov ie t  a i d  to these countries was nil. In teres t  and repayments t o  the United S ta t e s  were a l so  nil, with the exception of l e s s  than $50,000 fran 
a loan I n  Hemltania.  

+ b s e  than $ j O , W .  
a/ T i t l e  I11 PI, 480 a i d  af $1.6 mill lon i n  F'Y 1962 f o r  Burundi and Rwanda i 8  included i n  the Burund i  f igures  a s  separate data were not available fo r  - 

t h a t  year. 
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The Agency f o r  International Development has become increasingly a 
ca ta lys t  t o  e n l i s t  the  resources, t h e  s k i l l s ,  the experience, and 
the  t a l e n t s  of American society i n  the  Foreign Assistance Program. 
No s ingle  government agency could possibly have the expertise,  the  
business acumen and technical knowledge t h a t  a r e  necessary t o  
create  t h e  c a p i t a l  plant,  organize the  human andmater ia l  re- 
sources, supply the  monetary investment and provide t h e  adminis- 
t r a t i v e  knowledge f o r  a modern economy i n  underdeveloped countries.  
Pr ivate  enterpr ise  and resources of t h e  American economy t h a t  e x i s t  
i n  our industr ies ,  farms, labor unions, kenking ins t i tu t ions ,  co- 
operatives,  business concerns, savings and loan associations, pro- 
fess iona l  groups, s t a t e  and l o c a l  governments are  being drawn upon 
t o  help o ther  countries achieve economic and social  development. 

It is a major responsibi l i ty  of A.I.D. t o  encourage and a s s i s t  
d i r e c t  p r iva te  a c t i v i t i e s  which w i l l  serve U.S. objectives i n  t h i s  
way a s  well  a s  t o  u t i l i z e  pr ivate  resources i n  carrying out A.I.D. 
programs. O u r  e f f o r t  t o  do so takes two main directions; 

1. Stimulation of pr ivate  investment and enterprise,-American and 
loca l - - in  the  less-developed countries; and 

2. Cooperation and encouragement f o r  the  assistance e f f o r t s  of 
p r iva te  American groups and ins t i tu t ions .  

STIMULATION OF PRIVATE IlWFSTMENT AND ENTERPRISE 

American pr ivate  investment i s  potent ia l ly  the  greatest  s ingle  
support t h i s  country can provide t o  t h e  economic progress of t h e  
less-developed countries of the  Free World. Investment by pr ivate  
campanies n i t  only supplies necessary c a p i t a l  but it brings-with 
it techn ica l  know-how, management competence, and marketing expe- 
rience and organization. In many developing countries these  a r e  
even more of a bottleneck than shortage of capital .  

The U.S. government, largely through A.I.D., now provides a com- 
prehensive s e r i e s  of incentives, services,  and protections t o  en- 
courage increased U.S. pr ivate  investment i n  less-developed coun- 
t r i e s .  A.I.D. can: 

-- provide t h e  prospective investor with information concerning 
s tudies  already made on a wide range of possible investment 
opportunities; 

-- help finance surveys of investment opportunities; 

-- lend do l la r s  o r  loca l  currencies t o  help finance new invest- 
ments i n  many countries; 

-- insure against a wide range of p o l i t i c a l  and economic r i sks  
through t h e  Investment Guaranty Program. 

In addition, the  proposed new tax  c red i t  would provide t h e  U.S. 
pr ivate  investor with important t ax  incentives, both a t  the  time 
of investment and when p r o f i t s  a r e  reinvested. 

A new Advisory Conunittee on Pr ivate  Enterprise i n  Foreign Aid is 
being appointed by the  Administrator. This Committee w i l l  
strengthen present programs and explore new ways t o  expand the  
r o l e  of Private Enterprise i n  t h e  development e f fo r t .  The Com- 
mit tee  w i l l  report  i t s  recommendations by the  end of 1964. 

Investment Tax Credit  

A new tax  c red i t  proposed by the  Ekecutive Branch is, designed t o  
encourage a greater  flow of U S .  p r iva te  cap i ta l  t o  developing 
countries. Separate proposed leg i s la t ion  provides f o r  a tax 
c r e d i t  against t h e  t o t a l  t a x  l i a b i l i t y  of a U.S. investor equal t o  
305 of h i s  investment i n  developing countries.  It a l so  authorizes 
a c red i t  on reinvested earnings i n  excess of 50$ i f  they remain a t  
work i n  the  developing country. This l eg i s la t ion  could t i p  t h e  
&lance i n  favor of a decision t o  invest i n  t h e  less-developed 
countries where the  combined r i s k  and r a t e  of return do not now 
a t t r a c t  suff ic ient  private cap i ta l  t o  meet the  needs of these 
nations. 

Two other t ax  measures a re  designed t o  encourage U.S. investment 
i n  less-developed areas: ( a )  t h e  1962 amendment t o  the  Internal  
Revenue Code excludes less-developed areas from t h e  requirement 
f o r  t h e  immediate repa t r i a t ion  of investment income from abroad; 
and (b) the  arrangements f o r  t h e  proposed in te res t  equalization 
t a x  exclude less-developed areas. 

Iden t i fy iw Investment Opportunities 

A.I.D. makes a major e f f o r t  t o  a l e r t  businessmen t o  t h e  opportun- 
i t i e s  t h a t  e x i s t  i n  t h e  developing countries and t o  encourage them 
t o  give consideration t o  such opportunities.  

A Businessmen's Information Center has been established within 
A.I.D. t o  help businessmen lea rn  where and how they can p a r t i c i -  
pate i n  A.I.D. pr ivate  enterpr ise  programs. This "one-stop" 
information center i s  compiling a directory, l i s t i n g  those func- 
t ions  of the  Agency which a f f e c t  pr ivate  business and whom t o  
contact. A.I.D. i s  a l so  compiling a bibliography and abstract  of 
investment opportunities which have been studied by numerous 
public and private organizations ( internat ional  banks, foreign 
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governments, U.S. and foreign corporations, univers i t ies ,  and 
foundations). This information w i l l  be made available t o  poten- 
t i a l  investors i n  key locations i n  the  United States ,  and a l s o  i n  
developing countries. 

Investment Survev Pronram 

A.I .D. 's  investment survey program expanded rapidly i n  t h e  past 
year. Under t h i s  program A.I.D. can agree t o  pay up t o  half of 
t h e  cost  of investment surveys undertaken by prospective investors.  
I f  t h e  survey r e s u l t s  i n  an ac tua l  investment, the  investor pays 
t h e  f u l l  cost  of t h e  survey. I f  not, A.I.D. takes t i t l e  t o  the  
survey and pays half  the  cost.  

The volume of applications has r i sen  so rapidly t h a t  A.I.D. i s  
requesting a $2.1 million appropriation f o r  th i s  program t o  cover 
ant ic ipated requests during Fi 1965. In 1963 A. I.D. par t ic ipated 
i n  t h e  financing of 60 surveys compared t o  5 in t h e  previous year. 
These included such diverse f i e l d s  as  food processing i n  Brazil ,  
p las t i cs  fabr icat ion i n  Turkey, machine t o o l  production i n  India, 
and housing construction i n  Ecuador. Two firms have def in i t e ly  
decided t o  proceed with t h e i r  investments--one t o  es tabl ish a book 
d i s t r ibu t ion  venture i n  Nigeria and one t o  build a p las t i c  coating 
factory i n  Mexico. A number of other firms have informally indi-  
cated t h a t  they probably w i l l  go ahead. Ten of t h e  65 surveys have 
resulted i n  decisions not t o  invest.  These 65 surveys represent 
a maximum A. I .D.  obligation of $723,000. As of February 1, 1964, 
there  were 20 more applications i n  process for  an additional A.I.D. 
obl igat ion of $174,000. 

The investment po ten t ia l  i s  many times t h e  contingent cost  t o  
A.I.D. For example, t h e  survey f o r  a wire and cable plant  now 
under w a y  i n  mai land,  with a possible cost to  A. I.D. of $16,000, 
could r e s u l t  i n  a $5 million investment. 

Investment Guaranty Programs 

To overcome extraordinary r i sks  which a c t  a s  a major bar r ie r  t o  
U.S. investment i n  developing areas, A.I.D.'s Investment Guaranty 
Programs a r e  being rapidly expanded. 

Specific-Risk Investment Guaranties. The oldest A.I.D. program t o  
a s s i s t  t h e  U.S. i n v e s t ~ r  i s  t h e  specif ic-r isk  Investment Guaranty 
Program, covering convert ibi l i ty ,  expropriation, o r  war r i sk .  O u t -  
standing guaranties have doubled over t h e  past two years and a r e  

expected t o  double again over t h e  next two years.  From the incep- 
t i o n  of t h e  program through December 1963, 778 guaranty contracts 
worth $1.4 b i l l i o n  had been wri t ten f o r  specif ic  p o l i t i c a l  r i sks ;  
of t h i s  amount $1.1 b i l l i o n  was s t i l l  outstanding. In 1963, t h e  
Congress increased guaranty issuing authori ty  by $1 b i l l i o n  t o  a 
t o t a l  of $2.5 b i l l ion ;  t h i s  authori ty  i s  s e f i c i e n t  t o  meet t h e  
needs f o r  the  coming f i s c a l  year. 

The pressure of unprecedented demand f o r  these  guaranties has 
cal led f o r  administrative improvements t o  handle t h e  backlog 
and t o  c lea r  t h e  ground f o r  even higher demands. New s ta f f  has 
already been added t o  t h e  Investment Guaranties Division, and 
fur ther  administrative improvements a r e  under way. 

INVESTMENT GUARANTIES 
TOTAL AMOUNT IN FORCE 

(M~llrons of Dollars) EXTENDED RIS :  
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The specif ic-r isk  program operates i n  countries whose governments 
agree t o  i n s t i t u t e  the  various programs. During 1963, eight new 
b i l a t e r a l  agreements were signed and 12 countries broadened t h e i r  
o r ig ina l  guaranty agreements. Altogether, agreeements a r e  now i n  
force  with 55 countries covering the  specif ic  r i sks  of converti- 
b i l i t y  and expropriation. Of these,  36 countries have signed 
agreements covering war r i sks  and 28 countries have, i n  addition, 
agreed t o  permit the  extended-risk guaranty program. 

NUMBER OF LESS DEVELOPED COUNTRIES PARTICIPATING 
I N  THE 1NVESTMENT GUARANTY PROG 

Extended-Risk Guaranties. The extended-risk Investment Guaranty 
Program is designed t o  give greater  protection than t h a t  afforded 
by specif ic-r isk  guaranties (against  conver t ib i l i ty ,  expropriation, 
and war r i s k ) .  The object  i s  t o  emphasize economic development 
projects  which fu r the r  s o c i a l  progress and the development of small 
independent business enterpr ises .  This portion of the  Act now 
authorizes up t o  $180 mil l ion fo r  assuring against loss  of any 
loan investment fo r  housing projects,  or  against l o s s  of not t o  
exceed 75% of any other investment. 

In 1963, t h e  f i r s t  contract granting such coverage was signed with 
a group of U.S. companies t o  cover an $8 million portion of a $70 
mil l ion investment i n  a petro-chemical complex i n  Argentina. 
A.I.D. i s  now processing addi t ional  applications. Rapid expansion 

of extended-risk guaranty coverage i s  ant ic ipated during t h i s  
f i s c a l  year and i n  FY 1965. To handle t h i s  expected expansion, 
t h e  Administration again i s  requesting an increase i n  the  author- 
ized guaranty issuing author i ty  of $120 mill ion, bringing the  
t o t a l  t o  $300 mill ion. 

Lat in  American Housing Guaranties. An addi t ional  specialized 
form of extended-risk guaranty f o r  U.S. investors (sect ion 224 
of the  Foreign Assistance ~ c t )  i s  moving forward very rapidly.  
To date  A.I.D. has approved 13 investment guaranties f o r  s e l f -  
l iquidat ing demonstration housing projects  i n  e ight  countries i n  
Lat in  America. These guaranties w i l l  r e s u l t  i n  construction of 
approximately 15,000 housing uni ts ,  representing a t o t a l  invest-  
ment guaranty commitment of about $70 mill ion. More than 5,500 
un i t s  a r e  already under construction, and the  f i r s t  100 houses t o  
be b u i l t  and financed under t h i s  program were formally dedicated 
and delivered i n  Lima, Peru on January 18, 1964. 

Legislation proposed fo r  FY 1965 would r a i s e  the  authorized 
guaranty issuing author i ty  by $100 mil l ion t o  a t o t a l  of $250 
mil l ion.  Guaranties f o r  almost a l l  of the  $250 mil l ion a re  
expected t o  be authorized by t h e  end of FY 1965. With the  addi- 
t i o n a l  $100 mil l ion of guaranty author i ty  proposed i n  the  pending 
l eg i s la t ion ,  t h e  p i l o t  program f o r  t h e  guaranty of housing con- 
s t ruc t ion  projects  i n  Latin America w i l l  come t o  an end. During 
t h e  next year, t h e  Administration w i l l  study the  r e s u l t s  of ex i s t -  
ing housing guaranty programs a s  well a s  t h e  character of remain- 
ing needs as  a basis  f o r  recornending any addi t ional  measures of 
help  f o r  the  housing needs of Latin America. 

Local Cwrency Invec+zent Loans 

Under the  Cooley lending program, A.I.D. lends, mainly t o  U.S. 
investors,  loca l  currencies generated from the  s a l e  of U.S. agr i -  
c u l t u r a l  surpluses. In te res t  r a t e s  a re  s imilar  t o  those charged 
f o r  comparable loans i n  foreign countries.  

I n  calendar year 1963, 49 loans were a ~ t h o r i z e d  to ta l ing  t h e  
equivalent of $56 million, compared t o  36 loans to ta l ing  $35 
mil l ion i n  1962, an increase of 60%. These loans were made t o  
U.S. companies and t h e i r  a f f i l i a t e s  f o r  such purposes a s  produc- 
t i o n  of foodstuffs i n  Colombia; soap manufacture i n  Taiwan; f i s h  
canning i n  the  Philippines; dai ry  manufacture i n  Vietnam; plas- 
t i c s ,  aluminum products, and t i r e s  i n  I s rae l ;  hote ls  and pharma- 
ceut icals  i n  Pakistan; and machinery, chemicals, paper, and t i r e s  
i n  India. Eight Cooley loans were made t o  non-U.S. a f f i l i a t e d  
companies which w i l l  expand markets f o r  U.S. agr icu l tu ra l  products 
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In 1963, the  l a rges t  "cooley loan" ever authorized by A.1.D.-- 
equivalent t o  $17.5 million--went t o  a joint venture of two U.S. 
fi&s and an Indian company t o  help finance the construction of a 
$68 million pr ivate  f e r t i l i z e r  plant i n  India. 

Nearly $100 million equivalent i n  various currencies was available 
i n  about 20 countries for  Cooley loans as  of December 31, 1963. 
Funds f o r  "Cooley loansff now a r e  becoming available i n  a number of 
new countries i n  Africa a s  a r e s u l t  of the  negotiation i n  1963 of 
new sa les  agreements under T i t l e  I of P.L. 480. 

Building Private Enterprise i n  Developiw Countries 

A.I.D. i s  working aggressively t o  bui ld  sound pr ivate  enterprise 
i n  t h e  developing countries. Plans t o  develop a healthy, vigorous 
pr ivate  sector  form an in tegra l  p a r t  of our over-all development 
program i n  each A.1.D.-recipient country. Each Mission i s  being 
asked t o  analyze the  obstacles t o  increased private sector develop- 
ment and t o  recommend methods by which the  countries themselves 
can deal with such obstacles. Ins t i tu t ions  which have been intro-  
duced successfully i n  several developing countries include develop- 
ment banks, indus t r i a l  development corporations, investment pro- 
motion centers, productivity centers, industr ia l  d i s t r i c t s ,  savings 
and loan ins t i tu t ions ,  cooperatives, c red i t  unions, and similar 
organizations. 

A.I.D. has continued during t h e  past year t o  provide both technical 
ass is tance and cap i ta l  i n  the  form of do l la r  and loca l  currency 
loans t o  intermediate c red i t  i n s t i t u t i o n s  f o r  relending t o  quali-  
f i ed  suVuoi-roiwrs in t h e  f i e i d s  of id-*try, housiag, and agr icul-  
t u r e .  A s  of December 31, 1963, A.I.D. had authorized do l la r  loans 

as  follows: ( a )  $196 mil l ion t o  32 indus t r i a l  development banks 
located i n  27 countries, which has resul ted i n  over 2,400 subloan. 
(well over half of them i n  1963); (b) $135 million t o  1 3  housing 
i n s t i t u t i o n s  i n  11 countries, which had made 20,000 subloans; and 
(c )  $85 million t o  nine agr icu l tu ra l  c red i t  banks i n  eight.coun- 
t r i e s ,  which had made a t o t a l  of 30,000 subloans. 

Dollar loans d i rec t ly  t o  pr ivate  enterprise,  both U.S. and foreign, 
continue t o  be avai lable  under Section 201 of t h e  Foreign Assist- 
ance Act. However, the  increasing a v a i l a b i l i t y  of funds from 
a l te rna te  f r e e  world souces means t h a t  qual i f ied projects  can now 
normally obtain financing from other sources, including A.1.D.- 
financed developed banks, the  Ek-Im Bank, o r  t h e  World Bank. 

Foreign Assistance and Pr ivate  m t e r p r i s e  i n  t h e  United S ta tes  - 

The Effect of Procurement. More than 80$ of a l l  economic a s s i s t -  
ance funds now i s  committed t o  be spent i n  t h e  United States.  
I n  FY 1963, economic ass is tance expenditures within t h e  United 
S ta tes  to ta led  $1.3 b i l l ion ,  nearly one-half b i l l i o n  dol lars  more 
than the  previous year.  This means t h a t  the re  a r e  a greater  num- 
ber of Americans involved i n  the  Foreign Assistance Program. 

An example of t h i s  e f fec t  i s  the  small town o,f Ubly, Michigan, 
(pop. 900) s i t e  of a milk processing plant whose e n t i r e  output 
was purchased i n  1963 under t h e  Foreign Aid Program. In  Ubly, 90 
plant workers and 650 farmers a r e  working t o  produce goods pm- 
chased f o r  one foreign country w i t h  A.I.D. financing. 
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Sharp Increases i n  Three Years. The increasing involvement of 
Americans i s  ref lected i n  the  higher amounts registered i n  1963 
f o r  procurement of commodities. For example, i ron  and s t e e l  
products entering foreign a id  channels i n  1960 to ta led  $129.6 
million. Of t h i s  amount, only 115, or  $13.9 million, was spent 
i n  t h e  United States .  In  1963, on the  other hand, the  t o t a l  
reached $182 million, of which 885, or  $160.9 million, was spent 
i n  t h e  United States--more than ten  times the  amount of three  
years ago. 

!&ere were other sharp increases i n  U.S. procurement, a l l  making 
an impact on jobs and communities. F e r t i l i z e r  purchases i n  the  
United S ta tes  quadrupled, from $9.4 million i n  1960 t o  $41.9 m i l -  
l i o n  i n  1963; chemical products more than doubled; and t e x t i l e s ,  
pulp and paper and miscellaneous machinery procurement i n  the  
United S ta tes  multiplied seven times. 

HOW PEOm TAKE PART I N  FOREIGN AID 

The United S ta tes '  r o l e  i n  helping underdeveloped countries 
involves much more than governmental decisions and dol lars .  It 
involves increasingly t h e  imagination, experience and energy of 
pr ivate  individuals and organizations t h a t  strengthen and enrich 
American l i f e  . 
Specifically,  t h i s  means t h e  par t ic ipat ion of business and finan- 
c i a l  firms, professional groups, univers i t ies ,  char i table  i n s t i -  
tu t ions ,  cooperatives and cred i t  unions. It summons in to  in te r -  
national service farm organizations and labor unions, s t a t e  and 
loca l  governuents , and voluntery agencies . 
The Ekecutive Service Corps 

It i s  essen t ia l  t o  mobilize t h e  management and technical s k i l l s  
t h a t  ex i s t  i n  pr ivate  enterpr ise  i n  addition t o  c a p i t a l  resources. 
A new proposal--the a e c u t i v e  Service Corps--has been developed t o  
meet t h i s  need. There a r e  many Americans with long experience i n  
business who would welcome t h e  challenge and opportunity to put 
t h e i r  know-how t o  work d i r e c t l y  t o  help the  growth of f r e e  enter- 
p r i s e  i n  developing countries. 

The Executive Service Corps w i l l  provide a cadre of experienced 
American business leaders who w i l l  o f f e r  specialized advice and 
help t o  businessmen of t h e  less-developed countries. As now 
visualized, t h e  Corps w i l l  be operated en t i re ly  by a pr ivate  
organization, working with similar loca l  groups i n  t h e  developing 
countries. It would be financed from four sources: 
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1. The business firm or  group overseas which obtained the ser- A number of American universities axe aiding i n  more than one 
vices of an American management or  technical man would pay h is  country. Columbia University Teachers' College i s  providing 
loca l  l iving expenses i n  the  form of a salary i n  local  currency. education advice and service i n  M i a ,  Afghanistan, Kenya and 

Peru. Michigan State  University is offering assistance i n  engi- 
2. The American businessman who undertook t o  provide the requested neering, agriculture, business administration and education t o  

service would, i n  effect,  contribute the  actual value of h i s  Nigeria, Free China, Brazil  and India. Indiana University i s  
time. In some cases, t h i s  might be contributed by h i s  current helping Nigeria, Sierra  Leone, Pakistan and Thailand i n  comuni- 
U.S . employer. cations, education, medicine and public administration. 

3. U.S. firms, business organizations, and foundations would sup- 
port t he  continuing costs of the  program. 

4. A.I.D. might provide supplemental funds t o  cover some of the  
i n i t i a l  costs of launching the  program and of helping support 
it during its early l i f e .  

The proposed new Corps w i l l  emphasize placing people direct ly i n  
productive enterprises and i n  actual operating jobs rather than 
purely advisory functions. mese men would f i l l  the great demand 
i n  the developing countries fo r  top and middle leve l  management 
sk i l l s .  

Technical Assistance Contractors 

A.I.D. i s  using, i n  increasing numbers, private inst i tut ions,  
firms, and individuals, as well as other Federal agencies, part ici-  
pating i n  providing technical assistance. A t  present about 25$ 
of a l l  U.S. technical assistance i s  now provided by such groups. 

A.I.D. is  increasing i t s  efforts  t o  tap these vast reservoirs of 
American ta len t  and know-how by contracting more technical assis t-  
ance ac t iv i t ies .  

universities.  A.I.D.'s t o t a l  number of contracts with universi- 
t i e s  and colleges a t  the end of calendar year 1963 reached 235. 
Of t h i s  number, 112 contracts held by 72 universities were for  
technical cooperation e f for t s  i n  some 4.0 countries. 

Of part icular  significance is the  work being done by American uni- 
vers i t ies  i n  establishing and developing land grant type ins t i tu -  
t ions.  I n  India, f i ve  universities are  engaged i n  an A.I.D. con- 
t r a c t  which is furnishing 31 technicians serving i n  seven Indian 
s tates .  The Universities a re  I l l ino is ,  Missouri, Ohio State, 
Tennessee and Kansas State. The project, begun i n  1954, has re- 
sulted i n  the establishment of seven universities. There a re  
expected t o  be 15 by the  end of 1970. 

Cooperatives and Savings-Credit Institutions. The number of 
A.I.D. contracts with cooperatives and savings-credit organiza- 
t ions more than t r ip led  during calendar year 1962--from 12 t o  40. 
Through these efforts ,  t he  number of cooperative assistance pro- 
grams rose from 25 t o  93 i n  1963. 

Savings and loan associations also a r e  spreading swiftly through- 
out Latin America. Those i n  Chile, Ecuador, the Dominican Repub- 
l i c  and Venezuela have 95,000 members who have saved $32 million. 
This number i s  increasing rapidly. 

Labor. The participation of labor i n  foreign assistance programs 
has been particularly effective i n  Latin America. Through con- 
t r ac t s  with the American Ins t i tu te  f o r  Free Labor Developnent 
(AIFLD), spearheaded by the AFL-CIO, A.I.D. has been able t o  fur- 
ther  the  principles of free labor under the Alliance f o r  Progress. 

The AIFLD has trained 206 labor leaders i n  the  United States and 
3,658 i n  Latin America. Free l a b r  ins t i tu tes  have been se t  up 
i n  Lima, Peru; San Pedro Sula, Honduras; Wntevideo, Uruguay; 
Sao Paulo, Brazil; La Paz, Bolivia; Bogota, Colombia; and Santo 
Domingo i n  the Dominican Republic. 

Voluntary Oraanizat ions 

In Iran, Israel,  Morocco and Tunisia, 30,000 underprivileged boys 
and g i r l s  are  learning t o  use tools  and instrumerrts donated by 
American Organization fo r  Rehabilitation !lbough Training (ORT). 
This $750,000 worth of equipment, i n  turn was acquired by ORT 
without charge from excess stocks administered by A.I.D. This 
unique agreement between ORT and A.I.D. i s  the f i r s t  i n  which a 
voluntary agency has included excess equipment i n  i t s  assistance 
program. It represents the type of cooperation tha t  ex is t s  be- 
tween A.I.D. and the  e l ig ib le  organizations that are  enabled t o  
carry on the i r  overseas efforts  through A.I.D.'s payment of ocean 
freight  costs. 

During FY 1964, A.I.D. expects t o  pay $4 million t o  ship $80 m i l -  
l ion  worth of goods--tools, medicines, clothing and food packages-- 
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donated or  purchased by the private voluntary groups. NO food 
under T i t l e  I11 of Public Law 480 i s  transported under t h i s  pro- 
gram. The voluntary agencies bear the costs of acquisition, proc- 
essing, storage and delivery t o  U.S. ports, as  well as  admini: 
s t ra t ive  and maintenance costs of the i r  overseas personnel. 

Recipient countries must allow duty-free entry. Costs of overseas 
inland transportation are paid by host governments o r  other non- 
U.S. Government sources. Tne U.S. origin of these supplies i s  
c learly indicated. 

Partners i n  Progress 

A.I.D. serves as  a catalyst i n  encouraging and implementing a new 
type of grass roots participation, based on the concept of commun- 
i t y  and loca l  partnership. lhis involves the establishment of a 
direct  relationship between a region or  a s tate  i n  the  United 
States  and an area of a developing country. A.I.D. expedites 
these people-to-people efforts ,  by encouraging such contacts and 
providing means by which these people can get together. A unique 
example of partnership i s  that  between the  State of California and 
Chile. Under formal agreements, California i s  furnishing techni- 
cians and other assistance t o  the Latin American nation i n  f ie lds  
common t o  both. 

More typical  of the people-to-people l ink being sought i s  the 
Oakland County, Michigan partnership with the Cauca Valley of 
Colombia. In t h i s  case, an Alliance fo r  Progress Committee has 
been formed i n  Oakland County. The Committee has sent a public 
administration expert t o  the Cauca Valley where he w i l l  work fo r  
two years with a counterpart i n  set t ing up governmental offices 
and modern procedures. In  exchange, a counterpart committee has 
been formed i n  Cauca Valley. This group w i l l  send an industr ial  
promotion representative t o  Oakland County fo r  a year. He w i l l  
maintain l ia i son  with the Oakland Committee, acquaint the  people 
of the  Michigan community with the problems and resources of the  
Cauca Valley and encourage financial and business inst i tut ions t o  
explore investment opportutxities i n  h i s  home area. 

!be relationship between Oakland County and Cauca Valley  reaches 
into education also. Oakland University has established t w o  f u l l  
scholarships which w i l l  be awarded t o  two Cauca Valley students 
selected by the  Cauca Committee. The Universidad del  Valle i n  
Colombia i s  creating two similar scholarships t o  be given t o  two 
students selected by the Oakland Committee. Financing of the pro- 
gram between the Michigan and Colombian communities i s  divided 
three ways; one-third by Cauca Valley; one-third by Oakland County, 
and one-third by the A.I.D. Mission i n  Colombia. 

Further plans c a l l  f o r  development of small impact projects 
involving barriada associations, schools, villages and similar 
groups. The projects, costing between $100 and $300, would be 
sponsored by Oakland County civic clubs, service organizations, 
and school clubs. 

The Oakland-Cauca concept has been taken up elsewhere i n  the  
United States. Utah has organized a Vtah-Bolivia Alliance Com- 
mittee and i s  sending a team of four t o  the Latin American nation 
t o  establish l ia ison with a counterpart group. Pensacola, Florida, 
has financed and bui l t  a medical post i n  Chirnbote, Peru, and a 
committee of mothers i s  equipping four playgrounds. 

An Idaho-Ecuador Alliance Conmiittee has been formed, and plans 
are under way for  a Texas-Peru partnership. Other plans are i n  
varying stages i n  Ohio, Kentucky, Indiana, Wisconsin, Massachu- 
se t t s ,  Alabama-Guatemala, New Mexico-Colombia, Oregon, I l l ino is ,  
Minnesota, Virginia, Nevada, Arizona, Oklahoma, Nebraska, Rhode 
Island and Connecticut. 

To further  these loca l  participation programs i n  Latin America, a 
special assis tant  t o  the U.S. Coordinator of the Alliance f o r  Prog- 
ress  was appointed during the  past year- 

The training of young men and women from the  developing countries 
i s  an ac t iv i ty  of A.I.D. t ha t  involves t he  participation of in- 
creasing numbers of Americans. In FY 1963, f o r  example, 6,188 
trainees came t o  the  United States. Of these, 3,231 attended 
educational inst i tut ions;  1,232 served with federal, s t a t e  o r  
municipal governmental agencies; 206 went t o  private industry; 
while the remainder received a varied type of training. 

The largest number of trainees, 1,405, was i n  the f i e l d  of edu- 
cation. Agriculture drew the second largest number, 1,018; public 
administration, 719; while 483 sought industr ial  knowledge. Other 
training areas included transportation, labor, health, public 
safety, community development, housing, atomic energy and comuni- 
cations media. 

Not only were foreign nationals i n  contact with American teachers, 
workers, o f f ic ia l s  and students i n  t he i r  training here, but almost 
30,000 volunteers welcomed them t o  the United States, arranged for  
t he i r  housing, reception, transportation, and served as guides and 
advisors. Such duties were performed by 59 loca l  and 19 national 
organizations belonging t o  the National Council for  Community 
Services t o  International Visitors t o  which A.I.D. contributes 
financially. 
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Improving The Management of A.I.D. 

The plan f o r  a more tightly-managed, more effective foreign a s s i s t -  
ance program involves every aspect of A.I.D.'s operations. Changes 
now under way or planned w i l l :  

-- Reduce the s i z e  of the  A.I.D. s t a f f  by 1200 people and improve 
i t s  quality;  

-- Streamline A. I .D. organization and cut administrative overhead; 

-- Simplify the  Agency's operations and make them more e f f i c ien t ;  

-- Tighten control  and evaluation of a l l  ac t iv i t i e s .  

Under A.I.D. 's  newly-reorganized Office of Personnel, a major 
overhaul of t h e  Agency's employee evaluation and performance 
ra t ing system i s  now under way. This w i l l  provide a f a i r e r ,  
more accurate basis  not only f o r  identifying marginal employees, 
but f o r  singling out those ready f o r  greater  responsibi l i ty  and 
promotion as  well. 

A . I . D .  has revised and strengthened i t s  or ientat ion program for  
new employees. The Congressional authority t o  assign Foreign 
Service Reserve appointees t o  Washington duty pr ior  t o  overseas 
service i n  order t o  prepare them be t te r  f o r  the  special  demands 
of work i n  t h e  f i e l d  has been an important too l .  The Agency i s  
asking t h a t  t h i s  authority be expanded t o  permit i t s  continued, 
effect ive use. 

To insure t h a t  t h e  major too l s  of economic assistance were used The FY 1965 request includes $1,000,000 i n  additional funds effect ively,  the  1961 Act fo r  I n t e r n a t i o n d  Development placed earmarked f o r  advanced professional t ra ining programs f o r  A . I . D .  
them under a sing1e roof, the Agency for International Develo~ent .  staff me&ers, wi th  emphasis on development assistance, manage- 
The A.I.D. management improvements outlined here bu i ld  d i rec t ly  on ment and foreign economic problems. To a t t r a c t  highly special-  
t h e  foundations of the  1961 Act, and re f lec t  the concern of the  ized and outstanding personnel t o  A . I . D .  f o r  l imited assignments, 
Congress and of the  Administration t h a t  the  foreign assistance 

the  Agency i s  asking Congressional authori ty  t o  r a i s e  i t s  maximum program be carr ied out a s  effect ively and e f f i c ien t ly  as  possible. 
per diem r a t e  f o r  consultants from $75 t o  $100, a l eve l  compara- 

A Smaller, Better A.I.D. Staff  ble  with the  pract ice  i n  other agencies. 

The growing expertise of non-governmental contractors i n  technical  Separation Authority 

ass is tance,  A.I .D. 's  increased emphasis on the use of other fed- 
Each of these  measures w i l l  continue t o  improve t h e  qual i ty  of e r a l  agencies, businesses, un ivers i t i e s  and service organizations the  A . I . D .  s t a f f .  But the  Agency's a b i l i t y  t o  carry out i t s  

i n  carrying out the  A.I.D. program, and t h e  elimination of proj- 
planned s t a f f  reduction without impairing efficiency depends ec t s  and a c t i v i t i e s  which a r e  not of t h e  highest p r i o r i t y  i n  
heavily on whether o r  not it i s  given t h e  power t o  terminate 

terms of U.S. in te res t ,  w i l l  permit the  Agencyto cut  back on i t s  employees on t h e  basis  of .Agency need and employee performance- use of di rect-hire  persgnnel for  many technical assistance jobs. 

The need f o r  these au thor i t i e s  stems from t h e  changing nature of 
Total  employment i s  already being reduced t h i s  f i s c a l  year. More the  foreign assistance program i t s e l f .  Assistance t o  developing 
subs tan t ia l  cuts  w i l l  be made i n  FY 1965. U.S. and foreign 
nat ional  s t a f f  w i l l  be decreased from 16,782 as of June 30, 1963 nations requires a dif ferent  col lect ion of s k i l l s  than did a i d  

t o  the  recovery of Western Europe o r  Japan. The changing nature 
t o  16,500 by June 30, 1964. Between June 30, 1964 and June 30, of t h e  A. I .D.  program now, i n  Asia, Africa and Latin America, and 1965, A.I.D. s t a f f  w i l l  be fur ther  reduced by an additional 900 t h e  increased use of pr ivate  resources requires s t i l l  a d i f fe ren t  
U.S. and foreign national employees, t o  15,600. mixture and supply of s k i l l s  and a b i l i t i e s  i n  the  A . I . D .  s t a f f .  

Improving Staff  Quality 

The organization of A.I.D. put an e n t i r e l y  new top executive s t a f f  
i n  charge of the  administration of the  foreign assistance program. 
A recruitment drive launched short ly  a f t e r  the  Agency's organiza- 
t i o n  brought additional new top management into the  Agency from 
the  f i e l d s  of pr ivate  business, labor,  colleges and un ivers i t i e s  
and t h e  professions. By the  end of 1963 more than ,half of the  
Agencyf s Mission Directors, i t s  top  f i e d  executives, were new men. 

I f  A .  I . D .  i s  t o  achieve i t s  goal of operating with minimum s t a f f ,  
it must have t h e  authority t o  terminate employees whose s k i l l s  
have become marginal o r  surplus t o  a program i n  continuing 
change. It has been t h e  experience of A . 1  D. and i t s  predecessors 
t h a t  t h e  Agency's exis t ing reduction i n  force au thor i t i e s  a re  no 
guarantee t h a t  t h e  l e a s t  competent employees w i l l  be released 
snd the most productive retained. 
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In view of t h i s  problem, the Agency i s  requesting new authori t ies  
of t he  Congress : 

1. Authority t o  terminate up t o  100 supervisory, policy-making 
and key operating personnel i n  each of two years notwithstanding 
the provisions of any other law, t o  enable the Agency t o  adjust 
the s ize  of i t s  s ta f f  t o  changing program requirements. 

2. Authority t o  extend the  current overseas "selection out" author- 
i t y  t o  Washington headquarters employees, t o  insure tha t  all 
employees retained a re  those who are  most competent and pro- 
duct ive . 

Both authori t ies  are  requested as  par t  of a careful and con- 
tinuing evaluation program. In response t o  related problems, 
abrupt mass separations were carr ied out i n  the foreign ass i s t -  
ance programs i n  1952, 1953 and 1961 under special and temporary 
legis lat ion.  This procedure did not permit orderly planning, 
it lowered morale and led t o  serious personnel recruitment prob- 
lems l a t e r .  

In contrast,  selection out authority of the kind A.I.D. i s  request- 
ing f o r  a l l  personnel has already been granted t he  Agency f o r  
Foreign Service personnel. Orderly procedures have been developed 
and a re  now being used. Ekperience t o  date suggests that  it w i l l  
be an effect ive and f a i r  procedure on an Agency-wide basis. 

Streamlining the  A.I .D.  Organization 

A.I.D. has undertaken several major steps t o  streamline i t s  
organization and cut administrative overhead. During 1963, major 
mission reorganizations were carr ied out i n  Vietnam, the  Republic 
of China, Jordan and Pakistan. The camposition of the China 
Missioh, f o r  example, was changed t o  r e f l ec t  the  s h i f t  from grant 
technical assistance t o  loan-financed ac t iv i t i es ;  i n  addition, the 
s i ze  of the Mission's direct-hire  American s ta f f  was reduced from 
82 t o  65. In Pakistan, the  A.1.D Mission was reorganized along 
regional l ines  t o  re f lec t  the semi-autonomy Pakistan has granted 
t o  development authori t ies  i n  i t s  east and west regions. 

A regional Controller s ta f f  was established i n  Greece t o  consoli- 
date f inancial  services previously performed i n  eight separate 
locations with an estimated saving of $300,000 a year. 

B e  newest development i n  the  Agency's drive f o r  administrative 
econoq wi l l  be t he  elimination of separate A. I .D .  Missions i n  
more countries where the United States  conducts limited programs 
of economic assistance. Technical assistance projects under way 

i n  these countries w i l l  be carried out by private firms o r  in-  
s t i tut ions on contract with A.I .D. ,  or  by experts from other 
Federal agencies. Planning and supervision w i l l  be carried out 
from Washington, o r  from A.I .D.  Missions nearby. Withdrawal of 
A.I.D. direct-hire s t a f f s  from these countries w i l l  pare admin- 
i s t r a t i ve  costs t o  the  minimum required f o r  program control, 
inspection and evaluation. 

Simpler, More Efficient Operations 

The merger tha t  produced the  Agency f o r  International Develop- 
ment combined predecessor organizations with different  rules,  
different  reporting and inspection procedures, different  account- 
ing systems, and different  methods of doing business. 

These differences created problems i n  control and management, 
and practical problems no% only f o r  Agency s ta f f ,  but f o r  con- 
t rac tors  working i n  the  A . I . D .  program and businessmen who wished 
t o  bid on A.1.D.-financed procurement orders o r  f o r  A.1.D.-fi- 
nanced engineering and construction service contracts. 

A.I.D. completed i n  1963 a major 'housekeeping" operation, t he  
Implementation Project, which completely overhauled and unified 
the  Agency's basic methods of doing business. Among the  resu l t s  
of t h i s  and related projects were: 

-- A new "rule book" i n  t he  form of some 200 new directives, 
replacing a much la rger  number of outdated (and sometimes 
conflicting) directives. One single directive, f o r  example, 
superseded 23 prior  directives. 

-- Elimination of 13 reports required quarterly from every 
A.I .D.  Mission, with an estimated saving of 500,000 pieces 
of paper annually, and many manhours i n  preparation, d i s t r i -  
bution, f i l i ng ,  and review. 

-- A much needed revision of 'Qegulation I", the  basic document 
covering A.1.D.-financed conrmodity procurement and the  
principal guide f o r  U.S. business and industry i n  f i l l i n g  
more than $850 million i n  A. I .D .  -financed export orders i n  
FY 1963. The revised version has been circulated t o  several 
hundred U.S. firms, Trade Associations and Banking Inst i tu-  
tions f o r  t h e i r  comments. The f inal  version w i l l  be a short, 
clear and pract ical  guide f o r  American business. 

Other improvements i n  operation have already produced clear  
savings i n  t he  foreign assistance dollar.  Centralized purchase 
of DDT f o r  the  Malaria f iadicat ion Program produced a saving of 
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more than $~OO,OOO i n  FY 1963 by consolidating buying during the 
manufacturer's period of slack production. Tighter t rave l  poli- 
c ies  and regulations imposed by A.I .D.  saved $1,200,000 during the 
f i r s t  s i x  months of 1963 alone. A. I .D .  saved $34,000,000 through 
use of U.S. Government-owned excess property i n  i t s  overseas 
projects during FY 1963. ~t ,a t o t a l  cost of $6 million (for  
repair,  handling and transportation) A.  I. D. acquired U. S . Govern- 
ment excess property orignially valued a t  $40 million and a 
current replacement value of over $50 million. 

Decentralized Authority 

A p i l o t  experiment i n  further decentralization to the f i e l d  i s  
being undertaken i n  the USAID t o  Ethiopia, giving increased author- 
i t y  t o  the Mission Director i n  certain areas, including 
personnel, commodity procurement and contracting. The purpose of 
t h i s  p i l o t  operation i s  t o  determine whether: (a)  quicker and 
more effect ive action can be obtained on project implementation; 
and (b) paperwork can be reduced i n  the f i ss ion  and Washington 
with savings i n  manpower and funds. 

A thorough revamping of Development Loan procedures has cut the 
time needed t o  process loan applications, while assuring a more 
comprehensive and thorough review of the applications. lrhese 
improvements provide greater authority t o  the Regional Bureaus, 
and new measures t o  assure closer follow-up of approved loans. 

Since no business can afford t o  study i ts  management practices 
only occasionally, emphasis wi l l  be placed i n  FY 1965 on a newly 
introduced Management Improvement Program. This program provides 
all leve ls  of the Agency, fo r  the f i r s t  time, with a means for  
systematically streamlining operations, increasing employee pro- 
ductivity and cutting the  costs of doing business. The program 
provides a framework within which pr ior i t ies  for improvement 
projects can be established and assures coordinated use of all 
available management tools and resources. 

Tighter Control and Evaluation 

Most of the  funds appropriated for  foreign assistance go t o  
finance specif ic  goods and services f o r  use i n  specific develop- 
ment projects and programs. Precisely what A.I.D. w i l l  provide, 
f o r  what purpose, and what t he  recipient country w i l l  furnish 
from i ts  own resources is  spelled out clearly in agreements be- 
tween the  United States and the  host government. The use of 
A.1.D.-financed goods and services i s  monitored or supervised. i n  
t h e  f i e l d  by A.I.D. s ta f f  and contract,technicians who are experts 
i n  t h e i r  areas. 

A.I.D. i s  making increased use of other federal  agencies t o  
handle specialized supervisory jobs i n  t he  f ie ld .  In Laos where 
a private U.S. contractor i s  building an A.1.D.-financed road, 
the U.S. Bureau of Public Roads i s  supervising the project f o r  
A.I .D.  In the  Philippines, the Bureau of Reclamation i s  super- 
vising A.I .D.  contractors mapping approximately 15 reservoir 
s i tes .  An A.1.D.-financed road project i n  Burma, carried out by 
private U.S. contractors, i s  supervised fo r  A.I.D. by the  U.S. 
Army Corps of m i n e e r s .  

Financial Control and Auditing 

The Agency i s  placing heavy emphasis on effective financial 
control and accountability of funds placed under i t s  jurisdiction. 
A.I.D. now has more than 1,600 full-time employees, including 
1,100 foreign nationals, engaged i n  controller-type ac t iv i t ies .  
Among these a re  approximately 150 American professional auditors, 
two-thirds of whom a re  stationed i n  s t ra teg ic  locations abroad 
conducting audits of overseas transactions w i t h  the help of 200 
foreign nationals sk i l led  i n  auditing and monitoring services. 

Ihe Agency's financial control ac t i v i t i e s  a r e  comparable t o  those 
existing i n  most commercial organizations. They include budget- 
ing, accounting, f inancial  reporting, f inancial  review and 
related ac t iv i t ies  designed t o  assure effective internal  control 
of funds. 

A . 1  D.'s auditing ac t iv i t i e s  are  carried on i n  accordance with 
generally accepted professional auditing techniques. These 
include s i t e  verifications t o  assure tha t  A.1.D.-financed goods 
and services are actually used effectively i n  A.1.D.-approved 
programs and projects, tha t  A.I.D. has not been overcharged, and 
tha t  provisions of law and regulations a re  complied with. 

Besides providing a normal psychological deterrent t o  importers, 
suppliers, cooperating countries and others handling A.I.D. trans- 
actions, the audit program does much t o  recover amounts from 
contractors and t o  uncover unauthorized commissions, rebates, 
,kickbacks, and other unethical practices. Audit disclosures which 
require further  investigation through interrogation and other 
methods not normally covered within the f i e l d  of professional 
auditing are referred t o  the Management Inspection Staff (see 
below). 

During FY 1963 more than 2,800 audit examinations were made a t  
various s i t e s  i n  the United States and i n  t he  foreign countries 
i n  which A. I . D .  operates. Coverage approximated $2 b i l l i on  of 
expenditures -- a one-third increase over FY 1962 audit coverage. 
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As a r e s u l t  of audit  examinations, recommendations t o  correct 
def ic iencies  a r e  made t o  senior agency o f f i c i a l s  and t o  cooperat- 
ing country governments. Frequently refund claims a re  ins t i tu ted  
against suppliers o r  benefit ing countries. The Aaencg's refund 
claims exceeded $23 million during FY 1 9 Q .  

These examples a r e  typ ica l  of recent actions resul t ing from audit  
a c t i v i t i e s  : 

1. A settlement i n  excess of $1.4 mil l ion from a foreign govern- 
ment f o r  viola t ion of the  Cargo Preference Act which requires 
t h a t  50% of A.1.D.-financed commodities be shipped i n  U.S. 
f l a g  vessels.  

2.  A request t h a t  t h e  Department of Jus t i ce  take l ega l  act ion t o  
recover $217,000 paid by an American exporter t o  a foreign 
importer f o r  "promotion ac t iv i t i e s ' '  which may not be financed 
with A. I .D .  funds. 

3. A $40,000 refund from a foreign importer whose U.S. supplier 
i n f l a t e d  invoice charges 10% and reta ined the  surplus f o r  t h e  
foreign firm i n  a U.S. account. 

4. A $400,000 refund from a foreign government f o r  f a i l u r e  t o  use 
A.1.D.-financed equipment f o r  t h e  purpose f o r  which it was 
supplied. 

5. Refunds to ta l ing  more than $1.5 million from another foreign 
government f o r  violations t h a t  included t h e  use of some A . I . D .  
c red i t s  t o  import non-essential goods. 

A . 1  D. i s  expanding i t s  auditing and monitoring a c t i v i t i e s  by 
improving the  ca l ibe r  of i t s  own auditors and by refining i t s  
i n t e r n a l  audi t  procedures. Greater use i s  a l so  being made of the  
audi t  f a c i l i t i e s  of other government agencies and of public 
accounting firms. A t  t h e  present time t h e  A i r  Force i s  providing 
subs tan t ia l  audit  ass is tance i n  the  audi t  of A. I .D .  contracts.  
The Army and Navy Audit Agencies have just  begun t o  provide com- 
parable service  i n  locations where they have audi t  personnel. 
Arrangements have a l so  been made with Cert i f ied Public Accounting 
firms t o  a s s i s t  i n  overcoming a backlog of contracts requiring 
audi t  t o  determine al lowabi l i ty  of cost reimbursements claimed by 
some 200 contractors who a r e  providing services under A.1.D.-fi- 
nanced programs. This new approach not only w i l l  expand audit  
coverage but provides the  agency specialized "on c a l l "  t a l e n t  
a s  needed. 

Inspection Act iv i t i e s  

The Agency's professional audi t  a c t i v i t i e s  a r e  reinforced by a 
small Management Inspection Staff ,  many of whom a r e  ex-FBI 
agents. They careful ly  invest igate  reports of misuse of funds, 
misconduct and improper procurement pract ices  i n  Washington and 
t h e  f i e l d .  They pursue audi t  findings which suggest the  need 
f o r  interrogation o r  other techniques t o  f e r r e t  out t h e  specif ics  
on questionable actions,  misconduct, conf l i c t  of i n t e r e s t ,  and 
t h e  l i k e .  Among t h e  r e s u l t s  of t h e i r  a c t i v i t i e s  during FY 1963 
were t e n  re fe r ra l s  t o  the  Department of Jus t i ce  f o r  c i v i l  and 
criminal action and 15 administrative actions including separat- 
ing four employees. 

Ekternal Examinations 

In  addition t o  the  comprehensive in te rna l  audi t  and inspection 
programs being conducted by A. I .D. ,  two "outside" organizations 
a r e  conducting independent auditing and monitoring a c t i v i t i e s  i n  
accordance with s ta tu to ry  requirements. The Inspector General, 
Foreign Assistance, an o f f ice  created by the  Congress and report-  
ing d i rec t ly  t o  the  Secretary of State ,  has personnel i n  almost 
continuous t r a v e l  overseas, checking on the  management of A.I .D.  
programs and t h e  conduct of A. I .D .  personnel. The General 
Accounting Office, an arm of t h e  Congress, conducts continuous 
over-al l  reviews of A . 1  D. a c t i v i t i e s .  It has approximately 30 
ful l - t ime personnel engaged i n  A.I.D. examinations. TheI.1.D. 
system of internal  control provides f o r  systematic monitoring 
and follow-up t o  assure t h a t  effect ive actions a re  taken on the  
recommendations of the  Inspector General and the Comptroller 
General. 

A Bi-Partisan General Advisory Committee 

To provide a continuing source of guidance and evaluation, a 
General Advisory Committee on t h e  Mutual Defense and Development 
Programs is being appointed. This bi-par t isan Committee w i l l  
meet a t  l eas t  four  times a year, w i l l  be composed of distinguished 
pr ivate  c i t izens  of d i f fe ren t  backgrounds, and w i l l  have the  
function of reviewing t h e  programs and advising the  President on 
how t o  improve t h e  effectiveness of U.S. economic and mi l i t a ry  
ass is tance programs. 

In  addition, t h e  Committee w i l l  undertake t o  examine the  a i d  
program i n  specif ic  countries, carrying out a suggestion made i n  
1963 by Senator John Sherman Cooper of Kentucky. These country 
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reviews -- four o r  f ive  w i l l  be undertaken i n  1964 -- w i l l  be made progress and the degree t o  which the benefits of the  country's 
by members of t he  Advisory Conrmittee augmented, as  necessary, by development program are  actually reaching t he  people. 
t he  appointment of additional persons. 

The Advisory Committee w i l l  help insure tha t  foreign assistance 
The country reviews would include study of t he  recipient country's a c t i v i t i e s  a r e  not only e f f ic ien t ly  conducted, but increasingly 
self-help e f for t s ,  the effectiveness of A . 1  D. program design i n  effect ive i n  helping the  United States  bui ld a world community of 
t he  country, program administration and the  relat ive importance of independent, freedom-oriented and self-supporting nations. 
current A. I .D .  programs and projects t o  the recipient country's 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
AND ALLIANCE FOR PROGRESS 

Summary of Total Direct Hire Personnel Strength 
End of FY 1963, FY 1964, and FY 1965 

Direct Hire U.S. Nationals 

Actual 
On- Board Employment 
As of June 30, 1963 

---- &in. Program Total 

Washington 1,840 881 2 ,  ( 1,851 1,010 2,861 / 1,851 1,010 2,861 

Overseas 

Sub- Total 

Estimated 
&-Board Employment 
As of June 30, 1964 

Admin. Program Total 

Estimated 
On-Board Bnployment 
As of June 30, 1965 

Admin. Program Total 

Foreign Nationals 

U.S. Appropriations 1,583 3,692 5,275 

Foreign Trust Funds - 4,689 4,689 

Total Direct Eire 4,410 =,372 16,782 

1,522 3,737 5,259 1,522 3,528 5,050 

- 4,456 4,456 

4,322 12,178 16,500 

- 4,070 4,070 

4,277 11,323 15,600 
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The United States  i s  not alone i n  ass i s t ing  t h e  developing coun- 
t r i e s .  Today, all the  other developed f r e e  nations provide cap- 
ital and technical  assistance. They provide it on a bigger scale  
than i s  generally known--about $2-112 b i l l i o n  in new b i l a t e r a l  
commitments i n  1962. 

Increasing assistance from other f ree  world sources i s  an Impor- 
t a n t  f a c t o r  i n  determining the  l eve l  and kind of a i d  the  United 
States  provides. In  a number of countries, par t icular ly  i n  
Africa, major responsibi l i ty  f o r  development assistance now r e s t s  
with other f ree  world donors, enabling the  United S ta tes  t o  l i m i t  
i t s  programs t o  a supplementary and re la t ive ly  minor role .  

The other f r e e  world assistance donors are  Belgium, Canada, Den- 
mark, France, Germmy, I t a l y ,  Japan, the  Netherlands, Norway, 
Portugal, and the  1J.K. A l l  of them, except f o r  Canada, were 
recipients  of U.S. economic a id  a decade ago. The "donor's club" 
continues t o  grow--Israel, t h e  Republic of China on Taiwan, and 
Mexico now provide technical assistance t o  other less-developed 
countries. 

Between 1960 and 1962, the  t o t a l  volume of f r e e  world a id  commit- 
ments rose from $6.5 b i l l i o n  t o  $8.4 b i l l i o n ,  an increase of about 
28%. As t h e  following t a b l e  indicates,  the  U.S. percentage share 
of t h i s  t o t a l  declined during the  period, while the  share of miL- 
t i l a t e r a l  agencies increased and t h a t  of other b i l a t e r a l  donors 
remained about the  same. The table  compares commitments from the  
United S ta tes  (including assistance under the  Foreign Assistance 
Act, t h e  Export-Import Bank and P.L. 480) from the mul t i l a te ra l  
agencies and from the  11 other major f ree  world donors who (with 
t h e  United s t a t e s )  a re  members of the  Development Assistance Com- 
mittee (DAC) of the  Organization f o r  Economic Cooperation and De- 
velopment (OECD) . 

Total Free World Aid Commitments 

(Commitments of grants and loans of over f i v e  year maturity) 

(1n b i l l i o n s  of do l la r s )  
1960 1961 1962 

Amount Percent Amount Percent Amount Percent 

U.S. B i l a t e r a l  3.9 60% 4.4 549 4.7 56% 
Other DM Bi la te ra l  1.8 28% 2.4 30$ 2.4 29% 
I n t t l .  Agencies 0.8 12% 1.3 16% 1.3 15% . 

Total 

In  1962, the  b i l a t e r a l  commitments of f ree  nations other than the 
United S ta tes  were 29% of t o t a l  f ree  world assistance, and t h e  
other donors contributed about equally with the  United States  t o  
t h e  growing assistance programs of internat ional  agencies. We 
believe the  other donors should continue t o  increase t h e i r  share 
of the  t o t a l  a id  e f f o r t  and improve t h e  terms of t h e i r  assistance. 

More Aid from Others 

Increasing the  volume and improving t h e  terms of a id  from other 
donors is, and f o r  more than two years has been, a major concern 
of the  U.S. Government. Largely on U.S. i n i t i a t i v e ,  the  DAC of 
the  OECD was formed i n  1961 t o  coordinate the  common a id  e f f o r t  
of the  Free World. The United States  pressed vigorously fo r  the  
creat ion of formal consortia o r  consultative groups t o  coordinate 
b i l a t e r a l  and internat ionsl  a id  fo r  t h e  development of key nations 
such a s  India, Pakistan, Turkey, Nigeria and Colombia. 

This e f f o r t  continues, and it i s  showing resul ts .  The b i l a t e r a l  
a i d  commitments of the  other f ree  world donor countries have 
shown a steady upward climb. Win@; the period 1960-62, the  other 
DAC countries increased t h e i r  annual b i l a t e r a l  commitments 34$, 
as  compared with 20% f o r  the  United States.  

Recently, several countries have recognized the need f o r  even 
greater e f fo r t s .  The Br i t i sh  Government issued a White Paper on 
a i d  i n  t h e  F a l l  of 1963, s t a t ing  i t s  in tent ion t o  increase i t s  
e f f o r t s .  The Canadian Government recently announced i n  Parliament 
i t s  plans f o r  a sharp increase i n  foreign aid,  and t h e  French 
Government made public the  report  of an o f f i c i a l  study which ad- 
vocated continued expansion of French economic assistance and i t s  
greater use i n  countries outside the  franc zone. The Japanese 
Prime Minister, i n  a nationwide t e lecas t  i n  1963, s ta ted h i s  in- 
t en t ion  t o  increase Japanese a id  s ignif icant ly .  

Terms of Aid 

While there  i s  s t i l l  room f o r  much improvement, terms of the other 
donors a r e  becaning more l i b e r a l .  In  1959, fo r  example, German 
loans a l l  carr ied f ive  years '  maturity or l e s s  and were a t  commer- 
c i a l  in te res t  rates.  By 1962 new commitments averaged 17 years a t  
4.2%. In 1963, Germany made i t s  f i r s t  loans fo r  maturit ies of 25 
years and 30 years. 

A s ignif icant  softening of Bri t ish  terms is l i k e l y  i n  1964. 
Br i t i sh  lending i n  1962 averaged about 26.3 years t  maturity, a t  
5.6% in te res t .  The recent Bri t ish  White Paper, however, announced 
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a new policy permitting a great ly  increased number of loans up t o  
30 years '  maturity, grace periods up t o  10 years and forgiveness 
of i n t e r e s t  pa~nnents i n  the  f i r s t  seven years. The i n t e r e s t  
waiver (several  have already been granted) lowers the  6% i n t e r e s t  
r a t e  on a long-term loan t o  about 3%. 

Canada, while re lying heavily on grants,  i s  a l s o  s e t t i n g  up a s o f t  
loan program with lending terms expected t o  be s imilar  t o  those of 
t h e  Internat ional  Development Association (IDA) ; t h a t  is, 50 years' 
maturity, 3/4$ i n t e r e s t  and 10 years' grace. 

The recent improvement of loan terms stems i n  great pa r t  from a 
policy agreement reached by the DAC members i n  1963, which recog- 
nized t h a t  terms of all donors should be more nearly comparable 
and should be consistent with the  debt-servicing capacity of the  
recipient  countries.  

Aid Consortia 

The OECD sponsors a id  consortia f o r  Greece and Turkey; the  World 
Bank has provided sponsorship f o r  consortia f o r  India and Pakistan. 
These consortia include as  many as  11 member countries. The World 
Bank and t h e  IDA contribute t o  t h e  India and Pakistan consortia, 
and the  IDAto the  Turkey consortium. Their sessions provide an 
opportunity t o  assess  the  needs of the  recipient  and determine the 
contributions of each of the  donors. The pledges provide the  re-  
c ip ien t  countries with an orderly bas i s  f o r  t h e i r  own developing 
planning. 

Total external  a id  provided through consortia has amounted t o  more 
than $5 b i l l i o n ,  of which t h e  United S ta tes  has contributed 44% or 
about $2.3 b i l l i o n .  The following t a b l e  shows t h e  amounts and 
average terms of ass is tance f r m  the United States ,  other b i l a t e r a l  
donors,\and internat ional  agencies i n  the  consortia f o r  India, 
Pakistan, Turkey and Greece ( fo r  the  Indian and Pakistani f i s c a l  
years, and calendar years f o r  Turkey and ~ r e e c e ) .  

( ~ n  millions of do l la r s )  
India Pakistan Turkey Greece 

I (IFY 1962-64) (PFY 1962-64) (CY 1963) (CY 1963) ~ o t a l  
Amounty 

Other Bi la te ra l  1,307.2 371.1 96.1 35.5 1,809-9 
IBRD/IDA -695.0 289.4 26.7 - 1,011.1 
U.S. 1,415.0 7 z . 5  120.0 10.0 2,257.2 

Total  

4 Includes grants  of $54 million f o r  India, $59.5 million fo r  
Pakistan, and $28 million f o r  Turkey. 226 

Mult i la teral  Capital Assistance 

Multilateral  c a p i t a l  ass is tance has increased more rapidly i n  
recent years than b i l a t e r a l  assistance. Mult i la teral  a id  i s  
financed by subscriptions from member countries and by borrowings 
i n  pr ivate  cap i ta l  markets. 

The principal in ternat ional  f inancial  i n s t i t u t i o n s  are  the  Inter-  
national Bank f o r  Reconstruction and Development (world Bank) and 
i t s  two a f f i l i t a t e s ,  the  IDA and the  P C ,  t he  Inter-Arnerican.De 
velopment Bank (IDB); and t h e  Eumpean Development Fund and t h e  
European Investment Bank of the European Economic Community (EEC). 

The aid  conunitments of these  f i v e  f inanc ia l  ins t i tu t ions  t o  d e -  
veloping countries have r i sen  from $665 million i n  1960, t o  $1.1 
b i l l i o n  i n  1962; net disbursements have r i sen  from $261 million 
t o  $581 million i n  t h e  same period, and a re  expected t o  continue 
a t  t h i s  or higher l eve l s  f o r  the  next several years. In addition, 
commitments of technical  assistance programs under the  UN and its 
specialized agencies have reached about $200 million a year. Thus, 
the  t o t a l  flow of commitments from internat ional  agencies amounted 
t o  $1.3 b i l l i o n  i n  1962. 

The United States  subscribes no funds f o r  the  assistance programs 
of the  EEC. Its subscriptions t o  other programs range from 30% 
of the  backing of World Bank c a p i t a l  t o  43% of the ordinary cap- 
ital of the  IDB. 

The Task Ahead 

The United States  can take pr ide i n  having launched a program of 
massive assistance t o  other countries i n  1947. It can take sa t -  
i s fac t ion  from the  f a c t  t h a t  many former recipients  of t h a t  a s s i s t -  
ance have joined the United States  i n  a continuing e f f o r t  t o  pro- 
vide a be t t e r  world f o r  all nations. But much has yet t o  be done. 
The United States  must continue t o  press other f ree  world donors: 
( a )  t o  increase the  t o t a l  of t h e i r  a i d  commensurate with t h e i r  
increased wealth; (b) t o  extend t h a t  assistance over longer per i -  
ods of time, and a t  lower ra tes  of in te res t ,  i n  recognition of the  
f a c t  t h a t  less-developed countries cannot service large,  short-  
term debts a t  high ra tes  of in te res t ;  ( c )  t o  broaden t h e i r  a s s i s t -  
ance t o  countries other than t h e i r  former colonies or protectorates;  
and (d) t o  make t h e i r  assistance more t r u l y  an instrument of de- 
velopment rather than a means of promoting trade. 




