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must not be divulged to unauthorized indi- 
viduals. All other nuaterial i s  unclassiled. 

CIASSIFICATION OF VOLUMES 

This year A . I . D .  has endeavored t o  present the maximum possible  amount of information on an unclass i f ied basis ,  and t o  reduce 

the  c lass i f i ca t ion  of other materials t o  the  lowest possible l e v e l  consistent with secur i ty  considerations. The book t i t l e d  "Proposed 

Mutual Defense and Assistance Programs - FY 1964" i n  both the  loose l ea f  and bound formats has been prepared as  a completely unclass i f ied 

document and i s  avai lable  fo r  unlimited use by the  members of the  Congress. The FY 1964 A . I . D .  proposals by country, a s  wel l  a s  other 

s t a t i s t i c a l  da ta  which must remain c lass i f i ed ,  have been incorporated i n  the c lass i f i ed  regional books (volumes I and 11). 

These c lass i f i ed  Volumes I and I1 not only provide the  Congress with A . I . D .  I s  long-term a i d  objectives and the  FY 1964 economic 

ass is tance programs country-by-country, but a l s o  provide a frank evaluation of the p o l i t i c a l ,  economic and s o c i a l  s i tua t ions  exis t ing i n  

the  countries f o r  which ass is tance i s  proposed. Clearly, candid judgments by the U.S. Government with respect t o  the  effectiveness of 

foreign governments i n  responding t o  demands f o r  reform and development, f o r  example, cannot be published on an unclass i f ied bas i s .  And 

y e t  j u s t  t h i s  kind of judgment and evaluation i s  e ssen t i a l  f o r  the  comprehension by t h e  Congress of the  foreign policy i n t e r e s t s  under- 

ly ing t h i s  a i d  request,  a s  well  a s  an understanding of the  spec i f i c  country a id  proposals themselves. Those portions of the  narra t ives  

and amounts which a r e  secur i ty  c l a s s i f i e d  have been shaded. A l l  o ther  material  i s  unclass i f ied.  
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
F Y  1963 APPROPRIATION F Y  1964 APPROPRIATION REQUEST 

Loons 
($425) 

Total $2,604 mil lion 

g/ Includes $2.8 million for special foreign currency program for American 
Hospitals Abroad, $49.5 million administrative expenses (A.I.D.) 
and $2.7 million administrative expenses (STATE). 

& $10 million transfer from Alliance for Progress grants to Supporting 
Assistance is planned. 

C/ lncludes American Schools and Hospitals Abroad $20.0 million in 
dollars; American Hospitals Abroad $2.0 million in local currency; 
A.I.D. Administrative Expenses $57.3 million; and State Administrative 
Expenses $3.0 million. 

d/ Loans administered by the Inter-American Development Bank 

Total $3,120 mill ion 

FY 1964- ECONOMIC PROGRAM 
.................... Strategic Assistance.. .24% 

Supporting Assistance and 
Contingency Fund 

Loans  fo r  Development . . . . . . . . . . . . . . . . .  58% 
Development Loans, Alliance for 
.Progress Loans 6 Social Progress 
Trust Fund lIDB/ 

. . . . . . . . . . . . . . . .  Grants for Development. I 1 %  
Alliance for Progress Grants 
and Development Grants 

International Organizat ions.  . . . . . . . . . . . . .  . 4% 
Administrative Expenses . . . . . . . . . . . . . . . .  . 2 %  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  O t h e r . .  1 %  



(In thousands of d o l l a r s )  ... . . .  
Fisca l  Year l r . . .  F i s c a l  Year 1%4 ... 

krrvover Net Re* Tmnsfere Esti- Com~anrtive Tom1 Esti-  k r n o ~ e r  
of P r l o r  b u r e e  Betvecn mated 

Apprc- Year Apprc- ments and Apprc- Recov- 
p r ia t ions  p r ia t ions  Receipts p r i a t i o n s  e r ies  

Development l o a m  ............................. 
Development g ran t s :  

....................... General au thor iza t ion  

Spec ia l  fo re ign  currency program ........... 
American schools and hosp i ta l s  abroad ....... 

........... S w e y e  of investment o p p r t u n i t i e s  

Alliance f o r  R o g r e s s :  

Loans ....................................... 
Grants ...................................... 

.................. Socia l  progress t r u s t  fund 

I o t e ~ i i m e r I ~ m  Soc ia l  and EcoMmic Program .. 
...... I n t e r n a t i o ~ l  arganizations and programs 

.......... Suppol t i q  assistance.  t o t a l  pmgram 

Regular appropriation ....................... 
Cant iqency  hrnd used for  S.A. purpoeee ..... 

Contingency Fund. ne t  pmgram ................. 
Totnl rppropr ia t ion  ......................... 
Pmgr-ed for S.A. purposes ................ 

Administrative expenses (A.I.D. ) .............. 
Administrative and o ther  expenses (S ta te )  ..... 

Subtotal .  Economic Aesietance ............... 
Foreign Investment Ouaranty Pmgram ........... 

Tota l  appropriated .......................... 

Adlusted ~ r a r i f e r s  B e  Available Estimated 
Unobli- A&* tween ~ p p -  

q r i a t i o n s  primtiom .... gated 

71. 398 

1. 000 

45. m 

100. 000 

mated of R i o r  Eati- 
R ~ C O Y -  Year Apprc- mated 
e r i e s  p r ia t ions  

eJ Includes unobligated balance as of 6/30/62 of $10 9 8  thousand from l iqu ida t ion  rrcwunt . 
bJ I n  FY l%2 A.I.D. obligated $394 mi l l ion  f o r  use 6 I.D.B. Of t h i s  t o t a l .  I.D.B. progr-rd $224 mil l ion  i n  FY 1%2 a d  the r-ining $170 mi l l ion  i n  FY 1%3 . 

Represents $63.9 mil l ion  unprognrmed as of Februan  28. l%3. a d  unoblimted balance estlmnted a t  $100 mi l l ion  not t o  be reappropriated . 



AGENa FOR IEPPMNATIONAL DEVELOBUTI 

bLbWAKY OE PXOGRAW BY AREA, COWRY AND FUNCTION 

F l s c a l  Years 1952, 1963 and 1964 

- - - - - - ( I n  thssa$s _of d a l l n r s )  - 
Devtlopment b a n s  and 

-- - 
Dtvelopment Grants and 

TOTAL ECONOMIC ASSISTANCE All lance f o r  Proeress h n s  All lance f o r  Progress Grants Supporting Assis tance Other Programs 
Actual Es t lna te  Proposed Actual Es t~mate  Proposed Actual Estlmate Proposed Actual Estimate Proposed Actual Estimate Proposed 

-- - 
n 1$2 FY 196j -. FY 1964 FY 1962 FY 1963 F.f l%'L - FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1564 

S W Y  - ALL PROGRAEG 

IATIN AMMICA ....... 

FAR EAST ..,.,......, 

NFAR EAST AND 
s o m  ASIA .. . .. ... . 

m1 CA . . . . . . . . . . . . . . 
EUROPE . . . . . . . . . . . . . . 

NON-REG1 OWL 
ACTIVITIES . . . . . . . . . 

ADMINISTRATIVE 
EXPENSE . . . . . . . . . . . 

UNDISTRIBUTED 
PROGRAMS . . . . . . . . . . . 

. 

Ref lec t s  the  amount unprogrmed  a:. uf F',bruaq 2F, 1563. There i s  :.n . -dd i t i ana l  8100 r i l l i o n  unprogrammed vhich i.: ~Xperted t o  be unobligated a!: of 6.130.163 and f o r  v h i c h  r i appropr ia t ion  wil l  
not be r . egues td .  

3 

Revised Apr i l  25, 1963 



I GROUP 4 I 
AGENCY FOR 1NTIXNATIONP.L DEELOIIIIENT 

S W Y  OF P R a M  BY ARE4 . COUNTRY AND FUACTION 

Fiscal  Years 1962. 1963 and 1964 

Downgraded a t  three-year intervals 
Declassified tvelve years a f t e r  

date of origin 

(1n thousands of dollars)  
Development b a n s  and Development Grants and 

TOTAL EONOMIC ASSISTANCE Alliance for Pronreaa Loans Alliance for  Pronress Grants S u p ~ r t i w  Assistance Other Pro~rams 
Actual Estimate Proposed Actual Estimate Propoaed Actual Estimate Proposed Actual Fstimate Proposed Actual Estimate Proposed 

Area and Country FY 1962 FT 1963 FY 1964 n lg62 FY 1963 FY 1964 FY 1%2 FY 1963 W 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 w 1964 

Argentina ............... 21. 852 88. 800 72.-102. 000 19. 863 CXO.100.000 1. 959 3. 100 2. 000 
Bolivia ................. 31. 762 30. 607 42.500.521 51)0 7. 600 .00040. 000 5. 194 8. 107 5. 500 18. 968 10. 000 7. Om 
Brazil ................. 84. 535 137. 505 190.0M.PO. OM 74. 470 lll:800 170.000.200. 000 10. 065 25. 705 20. 000 
Chile ................... 142. 407 52. 914 &,m 140. 000 48. 000 . 60. 000 2. 407 4. 908 2. 500 6 

Colombia ................ 37. 897 90. 137 . 84. 000 100 000 7. 8gT 5. 962 5. 000 30. 000 175 
Costa Rica .............. 1. 873 13. UXl . 10. 600 9 1. 873 2. 400 2. 000 
Dominican Republic ...... 25. 966 28. 876 . . 2. 100 d 966 2. 851 2. 500 25. 000 23. 925 4. 000 
Ecuador ................. 19. 886 18. 147 14. 5. 000 6. 300 10.000.15. 000 6. 6% 4. 814 4. 800 8. 000 7. 033 

............. E l  Salvador 3. 147 15. 400 =&Om . U .  500 10. 000 3. 147 2. 900 2. 000 
Guatemala ............... 4. 224 6. 917 4. 500 . 4. 200 d 4. 229 2. 717 4. 500 -5 
hiti ................... 6. 812 5. 187 1. 700 -2 -258 . 7. 072 5. 18; 1. 6 
Honduras ................ 2. 936 4. 8M 2. 500 . 1. 600 d 2. 9U 3. 200 2. 500 25 

Jamaica ................. 1. 009 5. 700 700 5. 000 d 1. 009 700 700 
~ e x i c o  .................. 20. 641 12. 500 60s 3aJ 20. 000 12. 030 60000 641 500 300 
Nicaragua ............... 3. 465 3. 9 0  2. 000 900 900 2 2. 565 2. 600 2. 000 
Panama .................. 12. 441 13. 000 ll.800-18.800 . 10. 500 10.000.17. 000 2. 541 2. 500 1. 800 9. 900 

paraguay ................ 1. O n  2. 982 3. 100 -725 8 2. 982 3. 100 
Peru .................... 26. 625 3. 534 35.000-45. aK) 11. 600 I 30.000-40 .000 9. 025 3. 534 5. 000 6. 0 6  
Trinidad ................ . 11. 137 5.  700 0 0 0  1. 7"O . 10. 137 5. 000 
Uruguay ................. 257 8. 000 1. 500 - 6. 000 3' 257 2. 000 1. 500 

Venezuela ............... 11. 108 32. 969 1. 700 10. 000 30. WX, 1. 108 2. 897 1. 700 72 
Brit ish Gviana .......... 1. 382 1. 500 1. 500 1. 3@ 1. 500 1. 500 
Rrit ish Ilonduraa ........ 4 54 100 210 100 244 
East Caribbean .......... 2. 610 584 - 0 2 6  2. 

Surinam ................ 414 400 d 414 400 
Regional Office for Central 
America and Panama (REAP) . 10. 100 28.50043. 500 . 4. 000 2 0 . m 4 0 .  OOo . 6. 100 8. 500 

Contrlbution t o  0b.S ..... 8. 394 5 .  446 2. 850 8. 394 4. 180 2. 850 . 5 7  
Contribution t o  PABO .... 2. 300 2. 300 2. 300 2. 300 2. 300 2. 300 

Trust Fund. IDB ......... 394. 000 200. 000 . 394. 000 200. 02'2 
Regional ................ 2. 736 11. 094 8 573 2. 736 12. 303 8. 573 
Other ................... . 32.000-40. 000 . 32~~4Q.OQ, 
Programing adJustment .. . .47. 700 . .47. 700 

Funded from "Contrihutiom t o  International Organizations." Details contained i n  corresponding sections in Volume I1 under Index Tab "International Organizations." 
d Included i n  .Other . " 

Revised July 10. 1963 



AGENCY FOR I ~ N A T I O N A L  DEVELORCWT 

SU(MARI OT PROGRAMS BY ARE4. COUKPKY AND FIJNCI'ION 

F i s c a l  Years 1962. 1963 and 1964 

Area and Country 

FAR E S T  . TdAL 

.......................... 
Czrmbodia ...................... 
&inn ( ~ a i v a n )  ................ ..................... Indonesia 

Japan ......................... 
Korea ......................... 
Iaos .......................... 
Phi l ipp ines  ................... 
?hai land ...................... ....................... Vietnam 
Western Samoa ................. 
SWTO ......................... 
Regional ...................... 
Asian Product ivi ty Organization 
I n t e r n a t i o n a l  Contml Commission 

f o r  h o e  ..................... 
Programming Adjustment ........ 

NEAR E45T AND S O m  ASIA . TOTAL 

................... Afghanistan 
Ceylon ........................ 
Cyprus ........................ 
Greece ........................ 
Ind ia  ......................... 
I r an  .......................... 
I r aq  .......................... 
I s r a e l  ........................ 
Jordan ........................ ....................... Lebanon ......................... Nepal ...................... Pakistan 

Saudi Arabia .................. 
Syr ia  ......................... 
Turhey ........................ 
UAR (~gypt) ................... 
Yemen ......................... 
CENT0 ......................... 
Indus Waters .................. 
Other ......................... 
U.N. b e r g e n q  Force .......... 
U.N. Relief  and Worlrs Agency .. 
Program Adjustment ............ 

.... ......... (1n thousands of d o l l a r e )  
Development b a n s  and Development Grants and 

TOTAL ECONWIC ASSISTANCE All iance f o ~  Progress b a n s  All iance f o r  Progress Grants Supporting Aseistance Other Programs 
Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual F s t i m t e  Proposed Actual Estimate Pmposed 

1962 FY 1963 -. FY 1964 FY 1962 FY 1963 FY 1954 FY 1962 FY 1963 FY 1564 FY 1962 FY 1%3 FY 1964 FY 1962 FY 1963 FY 1964 .... . ...... 

4 In te rna t iona l  Control Comission f o r  Laos i s  funded under Internat ional  Organizations and Programs . Detai ls  contained i n  corresponding sec t ion  i n  Volume I1 under Index Tab 
" ~ n t e r n n t i o n a l  Organizations . " 
Included i n  .Other." 

4 m e  following programs a r e  f~lnded under In te rna t iona l  Organizations and Programs: Indus Waters. U.N. Rel ief  and Works Agency. and U.N. he rgency  Force . Deta i l s  contained i n  
corresponding sect ion i n  Volume I1 under Index Tab "Internat ional  Orgmizat ians. .  



AGENCY FOR 1NTEXMTIOW.L DEVELOFMF3fi" 

Area and Country 

AFRICA . TOTAL 

Algeria ....................... 
Congo (Leopoldville) .......... 
East Africa 

Kenya ....................... 
Tanganyika .................. 
Uganda ...................... 
Zanzibar .................... 

Ethiopia ...................... 
Qlana ......................... 
Guinea ........................ 
Liberia ....................... 
Libya ......................... 
M l i  .......................... 
Morocco ....................... 

....................... Nigeria 
Rhodesia and massland ........ .................. Sier ra  Leone ............... Somali Republic 
Sudan ......................... 
Tunisia ....................... 
African & Malagasy Union States 

(UAM) & 8urundi & Togo ....... 
Burundi ..................... 
Cameroon .................... 
Central African Republic .... 
Chad ........................ 
Congo ( ~ r a z z a v i l l e )  ......... 
Dahomey ..................... 
Gabon ....................... ................. Ivory Coast 
Mlagasy Republic ........... 

SWNkRY OF PROGW EX AREA. COUITAI AND FUNCmOB 

Fisca l  Years 1962. 1963 and 1964 

(1n thousands of dol la rs )  
Development b a n s  and Development Grants and 

TdAL ECONCMIC ASSISTANCE Alliance f o r  Progress b a n s  Alllance f o r  Progress Grants Supporting Assistance Other Programs 
Actual Ektimate Proposed Actual Es tmate  Proposed A-tual Estimate Proposed Actual Estimate Proposed Actual Estlmate Proposed 
n 1962 n 1.963 n 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1564 FY 1562 FY 1963 FY 1964 

315. 467 272. 437 339.525.413. 225 85. 598 100. 000 165.03C-239. 700 14. 094 90. 775 104. 525 59. 162 77. 262 64. 01x1 63. 6 3 3 q  4. 400 5. 000 

334 1. 800 2. 450 . 1. 000 2. 450 334 800 
67. 040 42. 514 47. 310 3. 607 3. 019 2. 310 ( j 8 . 0 0 0 ) ~ 3 5 .  0 9 5 4  40. &J 63. 43.4 4. 4 0 0 4  5. 0 O d  

3. 180 5. 270 5. 050 . 2. 200 2. 000 3. 166 3. 4 0  3. 050 14 
2. 436 12. 565 5. 750 -2 10. 200 2. 800 2. 233 2. 165 2. 950 205 
3. 613 4. 440 3.975.5. 775 . 2. 000 1 . 1 ~ 2 .  900 3. 613 2. 440 2. 675 

55 400 55 400 

6. 262 LO. 158 8. 230 . 4. 030 2. 500 6. 262 6. 158 5. 730 
63. 853 7. 005 2. 450 62. 000 4. 500 1. 853 2. 505 2. 450 
6. 105 9. 559 l O . W l 3 .  900 . 2. 100 3 .0~-6 .  000 2. 605 2. 459 2. 900 3. 500 5. 000 5. 000 

10. 755 42. 760 20. 300 . 33. 700 9r 030 10, 755 9. 050 11. 300 
11. 153 u.420 10. 525 2. 161 2. 420 1. 525 8. 992 9. 000 9. 000 
2. 545 2. n8 1.810.2. 510 . 1. 800 6W.1. 300 -7 918 1. 210 2. 552 

30. 773 21. 604 l6.150-23. 150 . 5.CMh12. 000 828 1. 104 1. 150 29. 945 20. 500 10. OW 

21. 040 41. 100 91.500-121. 503 . 23. 100 7O.CMh100. 000 21. 040 18. 000 21. 500 
2. 820 2. 632 32n5-5r575 C-1. 800 2. 820 2. 632 3. 775 
1. 460 2. 234 2.270-6. n o  - C-4. 500 1. 460 2. 234 2. 270 

11. 468 9. OOo 8. 5'33 . 4. 400 4. 000 11. 129 4. 600 4. 500 339 
9. 816 7. 689 34.86539. 865 2. 000 3. 800 3 0 . m 3 5 .  OW 7. 832 3. B89 4. 865 . ~ 

28. 244 34. 9 0  28.850-43. 850 12. 400 25. 200 25.000-40. 000 5. 844 2. 467 3. 850 10. 000 6 .  813 

Muri tan ia  .................. . (254) (170.870) (0-700) . (200) (170) . (54) 
Niger ....................... (1, 208) (1. 398) (1.035-2. 035) . (500) (0-1. 000) (1. 208) (898) (1. 035) 
Rvanda ...................... (30) (95) . (30) (95) 
Senegal ..................... (3. 012) (2. 130) (1.2-2. 400) (0-1. 200) (3. 012) (2. 130) (1. 200) 
Togo ........................ (1. 221) (925) (W) (921) (925) (800) (300) . 
Upper Volta ................. (882) (990) (1.215.2. 715) (0-1. 500) (m)  (990) (1. 215) 

Afro-Malagasy Organization f o r  ......... Economic Coopera t i o n  200 200 
Commission f o r  Tech . Coon . i n  
Africa. South of the ~ a h a r a  
(CCPA) ....................... 1. 650 600 1. 500 1. 650 600 1. 500 

Regional ...................... 6. 319 7. 745 9. 800 6. 319 7. 745 9. 800 
Programming Adjustment ........ - .20. 500 . .20. 500 

EUROPE . TOTAL 16. 360 3. 039 2. OW j70 139 . 14. 590 . 1. 400 2. 900 2. ow 

Berlin ........................ 4 4 
Poland ........................ 1. 400 2. 900 2. 000 . 1. 400 2. 900 2. 000 
Spain ......................... 14. 494 . 94 . 14. 568 
Yugoslavia .................... 515 13 9 516 139 -1 

Net deobligations. countries 
not receivin& a id  i n  FY 1362 -53 -52 . 1 

4 Includes Economic Conmission for  Africa and Organization f o r  Coop . and Coord . Control of Endemic Diseases . 
Funded from Internatiorml 0Tganjzat;ons and Programs . Details contained i n  correspondim section i n  Volume I1 under Index Tzb "1nter:lational Organizations.. 

4 Funded from "Interrutional OrganizaLions and Programs" appropriation . For de ta i l s ,  see Congo (Leopoldville) country section.  P a ~ e  73 of Volume 11. and .Int. ernational Organizations 
and Programs" section. begiming on Page 157 of Volume I1 . Tke f igure  f o r  Supporting Assistance i n  FY 1962 i s  included i n  t h e  f i w r e  for  "Other Programs" and i s  shown under 
Supporting Assistance f o r  comparability . 

C - . . . . . . . .  



AGENCY FOR IIPPERNATIONAI. DET'ELOPMENT 

SUMlrWlY OF P R E M  BY ARM,  COUNTRY ANT FUNCTION 

Fi~cal Years 1962, 1963 and 1964 

NON-REGIONAL ACTIVITIES - TOTAL 

American Schools and Hospitals Abroad ......... 
Investment Surveys ............................ 

d International Organizations ................. 
Atoms for Peace and International Atomic 
herey Agency merational Pi-ograms ......... 
FA0 World Food Program ...................... 
NATO Science ................................ 

.......................... UN cnllaren's Iluna 
UN Technical Assistance and Special Fund .... 
WHO Medical Research ........................ 
World Health Organizations: 
Community Water Supply .................... 

....................... blaria Eradication 

Other Programs ................................ 
............................. Disaster Relief 

Internal Security ........................... 
Inspector General ........................... 
Interregional menses ...................... 

.... Ocean Freight, Voluntary Relief Agencies 

ProJect HOPE ................................ 
Research .................................... 
Refugees and Migration Programs d .......... 
World-Wide School Facilities ................ 
Other ....................................... 

ADMINISTRPiTIYE EXPENSES - TOTAL 

Administrative menses - A.I.D. .............. 
Administrative & Other Expenses - State ....... 

Contingency FUnd .............................. 

(In thuusands uf dollars) 
Development Loans and Development Grants and 

TOTAL - ECMIOMIC-ASSELSTANCE - Alliance for Pro&-eefi Loans Alliance for Progress Grants Supwrting Assistance Other Programs 
Actual Estimate Pmposed Actual Estimate Proposed Actusl Estimate Pi-oposedActua1 Estimate Proposed Actual Estimete Proposed 
FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1%4 FY 1j6Z _FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FX' 1963 FY 1964 

4 Total funds for International Organizations and Pmgrams are not shown in this table. The balance of the funds are distributed through are? and country programs. Totals for International Organi- 
zations and Programs for fiscal years 1962, 1963, and 1964 are respectively $180,599; $113,079; $136,050 thousands. Details contained in corresponding sections in Volme I1 under Index Tsb 
"International Organizations. " 

b/ P.L. 87-872 appropriated funds for FY 1963 for Assistance to Refugees in the United States to the Dept. of Health, Education and Welfare, and for Migration and Refugee Assistance to the Dept. of - 
State. 

4 Reflects the mount unprogrmed as of February 28, 1963. mere is an additional $100 million unprogr-ed which is expected to be unobligated as of 6130163, and for which reappropriation will 
not be requested. 



TREND OF APPROPRIATIONS 
( Adjusted for Transfers and Other Reciepts) 

(Excludes Reappropriations) 

All~once for Progress 

Soc~ol Progress Trust Fund --t 

\Development Lmns \m 

1949 '50 '51 '52 '53 '54 '55 '56 '57 '58 '59 '60 '61 '62 '63 '64 
(REQUEST) 

Excludes recelpts from credit sales. Fiscal  Years 



TREND OF EXPENDITURES 
APPHOPKlAl IONS BASIS 

$ Billions 

Economic Ass 

.v Assistance 

1949 '50 '51 '52 '53 '54 '55 '56 '57 '58 '59 '60 '61 '62 '63 ( ~ s t . 1  '64 ( E S ~ )  

Fiocol Years 



FOREIGN ASSISTANCE 

ESTIMATED GROSS MPENDITURES AND UNMPENDED BALANCES, BY APFROPRIATION 

For Fiscal Years 1963 and 1964 

(In thousands of dollars) 
Transfers Total Avail- Estimated Returned Estimated Transfers Total Avail- Estimated Estimated 

Unexpended New and Reim- able for FY 1963 to Unexpended New and Reim- able for W 1954 Unexpended 
Balance Funds bursements Expenditure Expendi- Treasury Balance Funds bursements Expenditure Expendi- Balance 

Appropriation 6/30/62 w 1963 W 1963 Fi' 1963 tures W 1963 6/30/63 w 1964 a 1964 w 1964 tures 6/30/64 

Development Loans 2,127,005 

Development Grants: 

General Authorization 

Special Foreign Currency 
Program 

American Schools and Hospitals 
Abroad 

Surveys of Investment Opportunities 

Alliance for Progress: 

Loans 

Grants (1ncl. IAPSP) 

Social Progress Trust Fund 

International Organizations and 
Programs 

Supporting Assistance 

Contingency Fund 

Administrative Expenses (A.1.D. ) 

Administrative and Other Expenses 
(State) 

Foreign Investment Guaranty Fund 

Other: 

Joint Control Areas 

Advance Acquisition of Property 5,000 5,106 10, 106 5,340 - 4,758 7,709 12,467 8,438 4,022 

TOTAL ECONOMIC ASSISTANCE 4,085,od 2,603,900 16,245 6,705,153 2,117,795 100,000 4,487,358 3,120,325 13,009 7,620,692 2,257,059 5,363,633 

Excludes Borrowing Authority, E X ,  in the amount of $545 thousand. 
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LATIN AMERICA 

FY 1964 PROGRAM 

Country 

Type of Assistance 
(Thousands  of Do l lo rs )  

I Alloance for  Progress 
Total 1 Loans 

- - 

Grants I TOTAL 

Chlle 

Co lamb~a  
I > m ~ n ~ a n  Rep  

I Ecuador 

Peru 

Venezue la  

Surlnom 

T r l n ~ d a d  

Unprogrammed 

Loons 

Regmnol ~ r a g r a m y  

Other .Qeg,onX 
S o c ~ a l  Progress 

Trust  Fund 

I D B Laan!/ 

-- -- -- 
*Development lending conlemploted Proiect opplicollonr will be cons~dered 
h e o i o n o l  onice for Centrol Amsrlco ond Ponomo. 

b ~ o c t o l  Prmrcrs Trust Fund loons odmlnistered by  Inter -Amerrcan Development Bonk 



SUMMARY OF PROCRMS - W I N  AMERICA 

By Country and Function 

( In  thousands of dol la re)  
Alliance for  Rogreee 

TOTAL Developnent Loana Development Grants Supporting Aesietance Other Assistance 
Actual Estimate Roposed Actual Eetimate Proposed Actual E s t h a t e  Roposed Actual E a t h a t e  Proposed Actual Eetimate Roposed 

Country M 1962 M 1963 M 1964 M 1962 M 1963 M 1964 2 1962 2 1963 M 1964 2 1962 M 1963 M 1964 FY 1962 2 1963 M 1964 

Argentina 
Bolivia 
Brazil  

Central  America 
Regional Office f o r  Central 

America and Panama (ROCAP) - 10,lOo 2 6 , 5 0 0 ~ , 5 0 0  , 4,000 20,000&,000 - 6,100 8,500 
Costa Rica &-Oa' - ~~ !/ 1,873 2,400 2,000 
El Salvador $74; 3% 1 2 . m  12,500 

;o,OoO 
3,147 2,900 2,000 

Guatemala 4,224 6,917 4,500 4,200 4,229 2,717 4,500 -5 - 
Honduras 2,936 h a w  2,500 1,600 d 2,9U 3,200 2,500 25 - 
Nicaragua 3.465 3 r 5 M  2,000 900 900 d 2,565 2,600 2,000 
Panarm 12,441 13,006 , llreOO-@,800 10,500 10,OM)-17,000 2,541 2,500 1,800 9,900 - 

Chile 142,407 52,914 62,500 140,000 48,000 60,000 2,407 4,908 2,500 6 
Colombia 37,897 90,137 1 0 5 s ~  84,000 7,897 5,962 5,000 30,000 175 Y+"' Dominican Republic 25,966 28,876 6.500 2,100 966 2,851 2,500 25,000 23,925 b.000 - 
Ecuador 19,886 38,147 1b.800-19,800 5,000 6,jW &#*&0oq_ 6,886 4,814 4,800 8,000 7,033 
~ 8 i t . i  6,812 5,187 1,700 -2 - -258 - 7,072 5,187 '1 ,700  - 
Mexico 20,641 12,500 60,300 20,000 12.00 641 500 300 
Parwusy 1,097 2,982 3,100 -725 - 1 , 8 n  2,982 3,100 
Peru 26,625 3,534 35,aM)-45,Oo0 11,600 - 9,025 3,534 5,000 6,000 - 
Uruguay 257 8,000 1,500 6,000 257 2,000 1,500 
Venezuela 11,108 32,969 1,700 10,000 30,000 1,105 2,897 1,700 72 

Br i t i sh  Guiana 1,382 1,5CO 1,500 1,382 1,500 1,500 
Br i t i sh  Honduras 454 100 210 100 - 244 - 
East Caribbean 2,610 - 584 - 2,026 - 
Jamaica LW 5.7m 700 51000 2 1,009 700 700 
Surinam 414 400 d 414 400 - 
*inidad 11,137 5,700 1,000 700 10,137 5,000 - 
Other - 3Z,Oo0.*0,0a, 1 32,000-0,ao0 
Contribution t o  O f f i  8,394 5,446 2,850 8,394 4,180 2,850 57 
Contribution t o  PAHO 2,300 2,300 2,300 2,300 2,300 2,300 
Regional 2,736 l L W 4  8,573 2,736 12,303 8,573 

Trust  Fund, IDB 394,000 - 200,000 - 394,000 a 200,000 
Programming adjustment -47,700 -47,700 

LATIN AMERICA - TOTAL 872,230 563,852 913,523-1,0&523 288,706 400,000 602,000-722,000 82,294 112,260 93,823 107,230 56.515 17,700 3Sk,000 57 200,000 

aJ Included i n  "Other." 
Funded from "Contributions t o  In terna t iona l  Organizations." Details  oontained i n  corresponding sections i n  t h i s  volume under Index Tab "International Organizations." 

12 Revised July 10, 1963 



ALLIANCE FOR PROGRESS 
must not be divu1g.d to unautho.i=ad indi- 

FY 1964 Appropriat.ion Request 

Development Loans 
Development Grants 
Supporting Assistance 

I n  1962, a t  Mexico City, frank mutual evaluation of programs and 
problems among the  Latin American delegates themselves demon- 
szrated m a t  the  Ulllance had taken hold, had b u i l t  momentum, 
and i s  now b e t t e r  understood as  a mutual long-term e f f o r t  and not 
jus t  a U.S. a id  program. They emphasized t h a t  the  Latin American 
people themselves a r e  the  key t o  the  Alliance; it i s  they who 
w i l l  make it work. This understanding was ref lected i n  t h e  
s t r e s s  placed on p r iva te  enterprise,  both domestic and external.  

"To l i f t  the  standards of l iv ing  of more than 200 mil l ion people 
even t o  the  minimum goals established by the  Alliance f o r  Prog- 
ress ,  i s  not the  work f o r  one year  or even a few. The Inter-  ' 
American Economic and Social  Council considers t h a t  while t h e  
f i r s t  year of the Alliance has been beset by many d i f f i c u l t i e s ,  
the  accomplishments a r e  r e a l  and a r e  promising." ( ~ e x i c o  City, 
October l$2 j 

This judgment by the  finance ministers of 20 American republics 
sums up the  posi t ion of the  Alliance f o r  Progress today. 

Th,e statement was issued a t  the time of the Cuban c r i s i s  and it 
i s  s ign i f i can t  t h a t  the  20 nations, a l l i e d  for  progress, a lso  
stood united i n  defense. 

President Kennedy, i n  h i s  l e t t e r  t o  the  chainan of t h e  conference, 
took note not only of the  immediate th rea t  t o  the secur i ty  and 
freedom of the  Hemisphere but l a i d  pa r t i cu la r  s t r e s s  on "the con- 
s t ruc t ion  of a new community of American nations i n  which a l l  the  
c i t i zens  can l i v e  not only f r e e  from f e a r  but f u l l  of hope." 

The Alliance bears t h i s  promise of hope, expressed i n  1960 when 
the  American republics signed the  Act of Bogota, ca l l ing  f o r  an 
a t t ack  on i l l i t e r a c y ,  ill health, poor housing, and archaic t ax  
and land tenure systems. The United Sta tes  pledged $500 mil l ion 
t o  t h i s  e f f o r t  i n  1961, of which $394 mill ion went t o  the  newly 
created Social  Progress Trust Fund of the Inter-American Develop- 
ment Bank (IDB) . 
Under the Charter of Punta d e l  Este, i n  Amgust 1961, Presirlent 
Kennedy's c a l l  f o r  an Alliance f o r  Progress was real ized i n  an 
agreement on a ten-year program f o r  economic and soc ia l  develop- 
ment. The s t ra tegy of the  Alliance Charter emphasized t h a t  
responsibi l i ty  f o r  basic in te rna l  s t r u c t u r a l  reforms and 80% of 
the  required investment funds lay within the Latin American coun- 
t r i e s  themselves. The United Sta tes  would provide t h e  c r i t i c a l  
margin of external and technical  sss is tance.  

The Fi.rst Year 

I n  the  f i r s t  year  of the  Alliance, expectations were ra ised f o r  
a new h r s h a l l  Plan, through which s t r u c t u r a l  changes and physi- 
c a l  improvements could be made i n  a few months. But it i s  
unrea l i s t i c  t o  believe t h a t  basic changes i n  s o c i a l  s t ructures ,  
economic and t r s d e  re la t ions  and p o l i t i c a l  systems can be brought 
about overnight i n  a peaceful manner. The United S ta tes  has had 
t o  a c t  t o  meet c r i s i s  s i tua t ions  and t o  help Alliance par tners  
tackle  worthwhile v i s i b l e  impact p ro jec t s  while more complicated 
economic development programs--which take time t o  show physical 
results--are b u i l t .  

The f i r s t  year  of the  Alliance was spent i n  two major e f fo r t s .  
F i r s t ,  the  Latin Americans were cal led upon t o  i n i t i a t e  funda- 
mental econoniic and soc ia l  organizational and f i r d n c i a l  
self-help measures and long-term planning t o  encourdge t h e  devel- 
opment of modern socie t ies .  Second, t h e  U.S. a id  programs and 
organization were revised and re-structured. A framework was 
needed which would make the  Alliance nei ther  a giveaway program 
nor a bureaucratic obstacle course. New personnel were se lected 
and trained; new p r i o r i t i e s  were se t ,  and the  d i f f i c u l t  process 
of negotiating the  terms of expanded ass is tance took place.  

The f i r s t  15 months of Alliance operations were marked by new 
c r i ses  and d i f f i c u l t i e s  : ( a )  p o l i t i c a l  upheavals i n  several  
countries;  ( b )  operation of the  Castro propaganda and subversion 
machine. The October miss i le  c r i s i s  both def la ted Castro and, 
on the  other hand, motivated him t o  desperate e f f o r t s  t o  regain 
pres t ige .  ( c )  Letin American terms of t r ade  continued t o  show 
no improvement. While an in te rna t iona l  agreement designed t o  
s t a b i l i z e  coffee pr ices  was signed, it has not ye t  had much prac- 
t i c a l  effect ;  and ( d )  with Latin American countries, the  lack of 
t ra ined human resources, the  slow pace of national budgeting 
(of ten fu r the r  retarded by the  absence of a wholehearted comrnit- 
ment t o  development ), the  scarci ty  of soundly developed projects,  
and the  p o l i t i c a l l y  r o c e  road t o  s t r u c t u r a l  changes, demonstrated 
both the  need f o r  the  Alliance approach and the  obstacles t o  the 
implementation of the  program. 



A L W C E  FOR PROGRESS 
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viduals. All 0th.. nwarial is undassifled. 

Forward Movement 

Development momentum has been achieved, however. U.S. t echn ica l  
a s s i s t ance  and loans, o f t e n  given t o  support spec i f i c  se l f -help  
and reform measures, have accelera ted  the  pace of development. 

Houses a r e  being b u i l t .  Although it is  estimated t h a t  12 t o  14 
mi l l ion  a r e  needed i n  Lat in  America, a dent i n  t h i s  immense short-  
age has been made, wi th  160,000 dwelling u n i t s  constructed o r  a- 
bui ld ing.  

Mucat ion i s  progressing. f i r $  than 18,000 new classrooms a r e  i n  
use, o r  soon w i l l  be, and over a mi l l ion  textbooks have been dis-  
t r i b u t e d  i n  t h e  e f f o r t  t o  combat t h e  i l l i t e r a c y  of nearly ha l f  of 
t h e  210 mi l l ion  l a t i n  Americans. 

schools and community center .  A t  t h i s  time a year ago it  was a 
t r ee l e s s ,  a r i d  waste. When completed, t he  c i t y  w i l l  have 50,000 
homes. 

I n  Brazil ,  a $4 mil l ion  agreement with the  s t a t e  of Rio Grande 
do Norte w i l l  he lp  t r a i n  3,000 teachers,  bu i ld  1,000 classrooms, 
t en  vocational  schools, e ight  normal schools and four  teacher 
t r a in ing  centers.  

The farmers of Herrera Province i n  Panama formerly r i sked los s  
and drowning t o  t ranspor t  t h e i r  r i c e  crops t o  market by canoe. 
A farm-to-market road, f o r  which t h e  people en route  vo lun ta r i ly  
cleared t r ees ,  moved fences and b u i l t  culver ts ,  now enables them 
t o  t r ave l  safe ly .  I n  addi t ion ,  t h e  road has opened up 100,000 
acres  of new land s u i t e d  t o  r i c e  growing. 

New roads -- 13,000 miles -- a r e  being b u i l t  and maintained. Twelve hundred miles of roads w i l l  be  b u i l t  i n  Argentina; a road 
from Quito t o  Guayaquil i n  Ecuador has been authorized; another 

The d i e t s  of e ight  mi l l ion  chi ldren and mothers a r e  being supple- road i s  being designed f o r  La paz t o  ~1 Alto i n  & l i v i a .  
mented wi th  U.S. Food f o r  Peace. 

The Alliance i s  helping t o  carry out land reform and improve 
For these  and other  p ro jec t s  and programs, the  Agency f o r  In ter -  a g r i c u l t u r a l  production. I n  Bolivia,  where land reform i s  
na t iona l  Development (A.  I. D. ) and o the r  U.S. sources committed already a f a c t ,  a promising colonizat ion p ro jec t  i s  taking place  
more than $1 b i l l i o n  i n  F i s c a l  Year 1962, and c lose  t o  another i n  t h e  Alto Beni area .  Here, i n  a f e r t i l e ,  previously uncult i-  
ha l f  b i l l i o n  i n  the  f i r s t  ha l f  of F i s c a l  Year 1963. vated area, surveys were taken t o  determine t h e  s u i t a b i l i t y  of 

t h e  s o i l  and hea l th  condit ions among other  elements. S ix  hundred 
k r g e - s c a l e  land reform Programs have been i n i t i a t e d  i n  Venezuela, families a l ready have re located  from t h e  crowded Altiplano,  an 
t h e  Dominican Republic and two s t a t e s  i n  Brazi l .  More l imi t ed  a g r i c u l t u r a l  center  near Santa Ana where they have been grub- 
plans a r e  being implemented i n  Chile, Colombia, Panama, Uruguay staked, and provided loans t o  farm 30 ac res  apiece.  They w i l l  
and Central  America. receive  t i t l e  t o  t h e  land a f t e r  two years .  Although t h e  f i r s t  

phase of t h i s  p ro jec t  c a l l s  f o r  3,000 famil ies ,  t h e r e  a r e  35,000 
%jar t a x  reforms a r e  under way i n  Argentina, Bolivia, Braz i l ,  applications.  
Colombia, Chile, Costa Rica, Dominican Republic, E l  Salvador, 
Mexico, Panama, and Venezuela. Eight of t h e  countries have Several  Latin American countries,  making ser ious  development 
improved t h e i r  t a x  systems and adminis t ra t ion  o r  have f i s c a l  e f fo r t s ,  met problems during t h e  pas t  year  i n  encouraging fashion.  
reform l e g i s l a t i o n  pending. Colombia, with i t s  home and school bui ld ing and land reform pro- 

grams moving vigorously, made broad reforms i n  f i s c a l  and mone- 
Seven Latin American countries -- Bolivia, Chile, Colombia, t a r y  policy when faced with a f i n a n c i a l  c r i s i s .  Venezuela 
Honduras, Mexico, Panama and Venezuela -- have submitted d w e l o p  continued i t s  forward progress, l a rge ly  under i t s  own steam. 
ment plans t o  the  Panel of Experts of the  Organization of Ameri- Repeated Castro-Communist a t t acks  f a i l e d  every time because of 
can S ta t e s  ( 0 s ) .  s t rong public support  of t h e  government. Attendance i n  i ts  

schools rose  93% due t o  i t s  education improvement program. 
There a r e  numerous dramati? examples of t h e  progress being made 
under t h e  Alliance. The Dominican Republic, f r e e  bu t  chaotic a f t e r  t h e  a s sass ina t ion  

of Truj i l lo ,  had t o  s t a r t  from scra tch .  The United S ta t e s  corn 
A $30 mil l ion  slum clearance  p ro jec t  i s  under way i n  Venezuela. mitted $53 mil l ion;  t echn ica l  advisers  from OAS and t h e  United 
North of Lima, Peru, t h e  s a t e l l i t e  c i t y  of Ventanil la i s  already S ta t e s  aided i n  law d ra f t ing ,  helped es t ab l i sh  a housing bank, 
populated, equipped wi th  schools, shopping centers,  nursery and advised on educating r e s e t t l i n g  farmers. The Dominican - 14 
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people, f o r  the  f i r s t  time i n  30 years,  went to t h e  po l l s  i n  a 
f r e e  e lcc t lon.  'I'he newly- createa aemocratlc soclety so c iose  t o  
(hba dral,?atically demonstrated the  a l t e rna t ive  t o  Castroism and 
Truj i l lo lsm.  

The furthe.r development of t h e  Central  American Common Market, 
made up of cos ta  Rica, El  Salvador, GuatemLa, Honduras and 
Nicaragua, eniouraged A.I.D. t o  e s t ab l i sh  a Mission i n  Guatermla 
City known as  the Regional Office f o r  Central America and Panama 
(ROCAP). ROCAP places t h e  United Sta tes  i n  a b e t t e r  pos i t ion  t o  
support and ~ t ~ c e n g t h e n  t h i s  t rend toward unity. The success of 

bui ld ing a comm3n market i n  t h i s  s t r a t eg ic  area of mi l l ion  
people a lso  shokrs the way t o  o ther  Latin American countries whose 
progress wi th in  : he Latin American Free Trade Area (IAFTA) has 
been consider 4 ".lo' r. The United S ta t e s  has taken spec i f i c  
s t eps  in 1%; to JPPr the  in t eg ra t ion  ef for t  through loans o r  

grants  through r,e eel l t r a l  American Fank f o r  Economic In tegra t ion 
(-1) and the  counc,1l of Rectors of t h e  Central American uni- 
versities, which have banded together t o  coordinate and complement 

r a t h e r  than dupl ica te  '- other 's  Programs- 

Where We Go From Here 

the  period since h;L dc1 Este, and especially s ince  t h e  
~~~i~~ city meeting, the  United S t a t e s  has moved t o  support key 

p r i o r i t i e s  f o r  concentrateyd a i d  emphasis. 

me perfomance of two u l i h = y e  countr ies  - -  Colombia and Chile 
-- gives hope tha t  major m l t  l h t e r a l  financing may be i n  the  

offing to help them carry t h e i r  long-range development plans. 

mis financing will inclli , b s t a n t i a l  A.I .D.  development lend- 

ing. colombia rs signifizarli ; elf-help e f fo r t s  a r e  continuing. 
I n  Chile, important changes h a v e  taken place over the  pas t  months -- changes which indicate  the 'QUntry i s  ready t o  move forward. 

Both countr ies  s t i l l  have - problems t o  meet. mey  have, 
however, i n i t i a t e d  bas ic  s e  - t i e l ;  requirements of t h e  Alliance 
cha r t e r  and have had t h e i r  g ~ d n s  e-valuated by the In te rna t iona l  
Bank f o r  Reconstruction and ~evelo?ment (IBRD) and t h e  OAS panel 
of Experts. The Doninican Republic has made ranarkable progress 
on t h e  road from repressive d i c t a t o r . j h i ~  t o  a s t ab le  and d e v e l o p  
ing  democracy. Aided by t h e  United s t a t e s  pr incipal ly  with S u p  
por t ing  Assistance, t h e  Dominican ~ e ~ ~ ~ ~ l i c  i s  now ready  f o r  more 
normal development financing t o  pdsh i t s  develop~nent forward and 
provide a dramatic demonstration f o r  the  whole Caribbean of t h e  
Alliance a l t e r n a t i v e  t o  Castroism. 

Regional in t eg ra t ion  -- considered one p re requ i s i t e  f o r  sustained 
development i n  l a t i n  America -- w i l l  continue t o  receive  support, 
especia l ly  i n  Central America, where t h e  common market i s  moving 
toward a working r e a l i t y .  A.I.D.'s regional  mission w i l l  sup- 
po r t  and strengthen t h e  t rend toward economic in t eg ra t ion  of t h e  
12 mil l ion  people i n  Central  America. The d i s t r i b u t i o n  of text- 
books i n  t h e  R W  area  has a l ready given physica l  evidence of 
t h e  advantages of regional  associa t ion.  Signif icant  c a p i t a l  
a s s i s t ance  i s  proposed f o r  t h e  ROCAP program i n  FY 1964. 

I n  addit ion,  t h e  two l a r g e s t  countries i n  Latin America, Braz i l  
and Argentina, a r e  now appearing t o  be moving toward more s ign i f i -  
cant involvement i n  t h e  Alliance.  Braz i l  has recent ly  developed 
a three-year investment plan. Her President now has t h e  Fowers 
he needed t o  undertake a program u f  f i n a n c i a l  s t a b i l i z a t i o n .  
Etrazil is taking major s t eps  i n  combating i n f l a t i o n  and allocat-  
ing i t s  o m  resources t o  development. The United S t a t e s  supported 
such e f fo r t s  wi th  major new commitments i n  F'Y 1963. Future ac t ion  
w i l l  a l s o  be  geared t o  Brazi l ' s  self-help program. The United 
S ta t e s  is hopeful t h a t  favorable developments w i l l  occur i n  
Argentina. I f  a favorable s i t u a t i o n  does evolve, t h e  United 
S t a t e s  w i l l  support the  e f f o r t  wi th in  t h e  Al l iance  framework. 

Bnphasis on t h e  P r iva te  Sector 

The Mexico City meeting gave a new impetus t o  t h e  r o l e  of p r iva te  
en te rp r i se  i n  I a t i n  America. A.I.D. w i l l  increase  i t s  e f f o r t s  
t o  encourage expanded p r i v a t e  pa r t i c ipa t ion  i n  t h e  Alliance.  New 
and s impl i f ied  b i l a t e r a l  investment guaranty agreements have been 
signed o r  a r e  now under negot ia t ions  with every major country i n  
t h e  region, i n  order t o  encourage an  increase  i n  t h e  flow of 
U.S. p r iva te  cap i t a l .  I n  addit ion,  t h e  policy of lending t o  
intermediate c r e d i t  i n s t i t u t i o n s  t o  service  t h e  p r iva te  sec to r  -- which amounted t o  one-sixth of a l l  loans by A.I.D. t o  I a t i n  
America i n  t h e  pas t  year -- w i l l  be stepped up. A.I.D. he lps  
strengthen l o c a l  p r i v a t e  en te rp r i se  through loans t o  i n d u s t r i a l  
development banks, a g r i c u l t u r a l  c red i t  banks, cooperatives, and 
savings and loan associa t ions .  When these  funds a r e  r e - l en t ,  they 
reach small  businessmen, farmers and t h e  homeowners. Not only 
do people gain  a s take  i n  t h e i r  socie ty  but a l s o  t h e  new i n s t i t u -  
t i o n s  help t o  bu i ld  l o c a l  savings and expand t h e  t a x  base. 

Lending f o r  Development 

A.I.D. seeks t o  concentrate i t s  lending f a c i l i t i e s  on s i g n i f i c a n t  
self-help e f fo r t s .  It w i l l  continue t o  s t r e s s  both p ro jec t  
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ass i s t ance  and, where appropriate,  genkral progrm support ( t h a t  
i s ,  assistarlce f o r  imports from the  vLlited Sta tes  of r-apital 
Kuuds arxi raw m a ~ e r i a l s  1. 

Grants f o r  Develo~ment 

The $loo grant Prc grm requested f o r  F i sca l  Year 1964 
a in g rant  funding and a concentration of tech- 

nical assistance in plan',,ing and publ ic  administration, improved 
( esF' x i a l l y  cooperatives), s trengthening pro- 

ductive enterprises, i development of manpower resources.  Tech- 
nical assistance for  ca p i t a 1  projec ts  is now almost always 

in loans. Mu ch of the  t echn ica l  ass is tance  i s  now being 
carried On under 'Ontl , ac ts  with 24 major U.S. un ive r s i t i e s .  

so le ly  of t h e  Cuban t h r e a t ,  al thou& t h a t  i s  menaring enough, but 
of  the  conditions t h a t  e x i s t  i n  I a t i n  America. I f  oermitted t o  
ferment, t h e  pressures  would bu i ld  up f o r  a v i o l e n t  uphetlval, 
a f f e c t i n g  t h e  secur i ty  of t h e  United S t a t e s  and t h e  peace of t h e  
world. 

The Alliance was conceived t o  o f f e r  t h e  people of Lat in  America 
a n  a l t e r n a t i v e  t o  i l l i t e r a c y ,  poverty, d i sease  and hunger. Alle- 
v i a t i n g  s o c i a l  i n j u s t i c e  w i l l  he lp  t o  tu rn  s o c i a l  unrest-which 
i s  a s  great  a p e r i l  t o  U.S. lung-run i n t e r e s t s  i n  t h e  Hemisphere 
a s  Cuba is - - in to  productive ac t ion.  The new i n s t i t u t i o n s  spring- 
ing  up a l l  over I a t i n  America-credit unions, savings and loan 
associa t ions ,  cooperatives, development banks--show t h a t  t h e  
quest  f o r  equal and expanding opportunity i s  a l ive .  This new 
s p i r i t  i s  g n i n ~  t n  l i v e  f n r  years ,  even decaaes, 2s t h e  TLetin 
American nations modernize. 

The question i s  no longer:  Can we a f fo rd  t o  p a r t i c i p a t e  i n  t h e  
Alliance? The question i s :  Can we a f f o r d  new Cubas a t  our door- 
s t e p ?  

Most of t h e  c r i t i c i s m  of t h e  Al l iance  i s  inspi red ,  not by hos t i l -  
i t y  t o  t h e  concept, but by disappointment t h a t  it i s  not moving 
f a s t e r .  

Supporting Assistance Progress i s  being made--viewed agains t  t h e  background of s t a r k  - 
r e a l i t y  r a the r  than of f a n c i f u l  expectations--but success i s  s t i l l  

A @7 -7 mil1ion Proel -am of Supporting Assistance i s  proposed. below t h e  horizon. Obstacles and handicaps a r e  formidable. 
This aimed at " i j l i t i c a l  and economic s t a b i l i t y  and v i t a l  t o  Against t h i s  background, it i s  v i t a l  t h a t  funds i n  t h e  amount 
U.S. security in t -ere ; t s  may need t o  be supplemented t o  meet emer- requested be made ava i l ab le .  To l e t  up now would only be a n  
gency s i tua t ionc , .  admission of defeat .  It would mean wr i t ing  off  t h e  e f f o r t  of 

these  past  two years .  The evidence of progress not only jus t i -  
f i e s  but demands an i n t e n s i f i c a t i o n  of t h e  work t h a t  must be done 
i n  Latin America. It w i l l  t ake  imagination, pa t ience  and con- 

President Kennedy s a i d  i n  January 1963, "I regard Latin America t inued c rea t ive  use of t h e  combined nation's  resources t o  reach 
as the most a rea  i n  t h e  world today." He was not speaking t h e  goal of secur i ty  and freedom i n  t h e  Hemisphere. 
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Argentina - GENERAL ECONOMIC DATA 

BASIC DATA 

- ....... ....... Population (millions 1962). 20.6 Life Expectancy (year.) 59 
Annual Growth (percent) ........ 1.7  

People per Doc tor . .  ......... 
Area(1WOsq.mi . )  ............... 1,084 

Pop, Density per sq. mi. ........ 19 Literacy Rate - % ........... 
Agricultural Land 

........... ......... Percent  of Total  Area  52 P u p i l s  aa  % of Pop. 
............... Acres per Capita 17 (Primary & Secondary) 

ARGENTINA - GROWTH TRENDS 
I0 

l t Bdlmr - 1961 Prornl 

Calendar Years - -  - 

1959 1960 - - - 1961 1962 Ert .  
INTERNATIONAL TRADE (S milliona) 

............ Total  Exporta (1.0. b.). 1,009 1,079 964 1,170 
h t  .................a. (259) (219) (217) (215) . ~~ ............. Total  Importa (c.i.f.) 1.249 1.460- 1‘410. 

Trade Balance ................. 1 0  

C o L D  & FORElGN EXCHANGE.?. .. 349 658 461 16g(&t 
(end of y e u  - S milliona) 

COST O F  LIVING INDEX (1958300).  . 214 272 309 395 
(Buenos f i r e s )  

aJ Central %nk. 

XOUTH INDICATORS 

'otsl GNP f i n  1961 prices; S mil l ions~ '  ...................... 
Per Capita  GNP (dollars) ...................................... 

lvestment a s  percent of GNP ................................... 
lomestic Savings a s  % or Investment .......................... 

............................... e t  Foreign Balance a s  I of GNP 
h h d  Gov't Domestic Revenues as 56 of GNP .............. 

.qricultural Prod. Index (1952-51300) ......................... 
Index per Capita (1952-*=loo) ............. 
Uheat (1,000 MP) ....................... 

~ d u s ~ r i a l  Prod. Index (1958300) ................................ 
ENTRAL GOVERNMENT FINANCES* 
(FT ending October 31) 

otal Expenditures ................................................. 
(Defense Expenditurerl .................................. 
(Copitol Outlays) ............................................ 

otal  Domestic Revenues ......................................... 
Deficit or Surplus ............................................... 

Colendor Yeors 
1959 - - 1961 1960 - 

6,978 7,285 7,700 
356 366 379 

- Million Dollor Equivolants - 

1962 Est .  

7,243 
352 

19 
75 

5 
15 

102 
87 

5,000 

100 

Converted a t  120 pesos per u.s.$. 
Country Proaresa 

A major po l i t i ca l  upheaval i n  %larch 1962 precipitated serious econamic d i f f icu l t ies .  
The roots of these problem stem from a chronically depressed agricul tural  sector 

under both Frondizi and Peron, has been discriminated against by the govern- 
ment's emphasis on industry. 

I n  June 1962, an interim developnent plan was completed. A t  t h a t  time, and fo r  the  
f i r s t  time i n  over 20 years, agriculture was recognized as Argentina's best source 
fo r  increasing national income. It was given f i r s t  p r ior i ty  because it provides 
over 90$ of Argentina's foreign exchange earnings. In 1968, agricul tural  production 
should exceed present production%y 50s. Opening the petroleum industry t o  private 
enterprise i n  1958 has resulted i n  domestic prodwtion savings of $280 million annu- 
ally i n  foreign exchange. 

1962 

w 1960 m 
Prod. of Petroleum (million cubic meters) 3-7 10.2 20 

1961 2m 
Rat'l .  hved Highways ( in miles) 11,OOO 23,000 

m 1961 m 
Volume of Exports 100 93 14-0 
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U.S. O b j e c t i v e s  and S t r a t e m i  

1 .  To s t r ~ n g t h e n  t h e  p r o s p e c t s  f o r  t h e  r e s t o r a t j o n  and maint,er~anc? 
of  f u l l  democrat ic  p rocesses  through e a r l y  e l e c t 5 o n s ,  and t o  
t h a t  end t o  support  t h e  p r e s e n t  government d u r i n g  t h e  t r a n s i -  
t i o n a l  per iod .  

2.  To a s s i s t  t h e  Government of Argent ina (GOA) i n  a c h i e v b g  s e l f -  
s u s t a i n i n g  growth c h a r a c t e r i z e d  by i n c r e a s i n g  n a t i o n a l  weal th 
s h a r e d  by a l l  s e c t o r s  of  t h e  popula t ion .  

A year  ago  Argent ina appeared t o  he on t h e  point  of a  breakthrough 
t o  s e l f - s u s t a i n i n g  growth. A major p o l i t i c a l  upheaval ,  fol lowed 
by s e r i o u s  economic d i i i i c u i i i e s ,  has p o s i p u ~ l d  t h e  expected eco- 
nomic development. Because of  t h e  c r i t i c a l  s t a t e  o f  t h e  Argent ine  
economy, U.S. a s s i s t a n c e  t a k e n  t o g e t h e r  w i t h  the e f f o r t s  of  I n t e r -  
n a t i o n a l  Bank f o r  Recons t ruc t ion  and Development (IBRD), I n t e r -  
American Development Bank, ( IDD) , I n t e r n a t i o n a l  Monetary Fund, 
(IMF) and Export-Import (EX-Im) Bank w l l l  have a n  i n f l u e n c e  on 
Argent ine  economic and f i n a n c i a l  p o l i c y  beyond t h e  a c t u a l  magnitude 
of  t h e  sums involved which r e p r e s e n t  on ly  a  small p o r t i o n  of 
Argent ina 1 s  t o t a l  r e p i r e m e n t s .  

The United S t a t e s  w i l l  look  t o  A r g e n t i n a ' s  achievement of reasonable  
economic s t a b i l i t y  and cont inued performance under t h e  program 
accord  w i t h  t h e  IMF a s  an important  f a c t o r  i n  cont inued a s s i s t a n c e .  
The 1963 budget d e f i c i t  should be more manageable kg r e d u c t i o n  i n  
government e n t e r p r i s e  s u t s i d i e s ,  i n c r e a s e d  t a x a t i o n  and a  r e v i v a l  

- o f  economic a c t i v i t i e s .  

Argent ina  should no t  need s u b s t a n t i a l  p r o j e c t  l o a n  a s s i s t a n c e  
beyond t h r e e  t o  f o u r  y e a r s .  The Agency f o r  I n t e r n a t i o n a l  Develop- 
ment (A.1.D.) expec ts  t o  reduce  a s s i s t a n c e  i n  t h i s  per iod  and s h i f t  
toward program lending  a s  development planning becomes a  meaningful 
ins t rument  i n  t h e  Argent ine economy. U.S. a s s i s t a n c e  w i l l  be u t  
l i z e d  t o  b r i n g  about  p o l i c y  changes by focusing a i d  on s p e c i f i c  
p r o j e c t s  t i e d  t o  s p e c i f i c  reforms which can be expected t o  i n f l  
ence s t r u c t u r a l  and p o l i c y  changes. 

Argent ina  i s  a r r a n g i n g  t o  reopen deb t  n e g o t i a t i o n s  w i t h  European 
c r e d i t o r s .  The United S t a t e s  w i l l  p reys  t h e  Europeans t o  p r o v i d e  
s i g n i f i c a n t  deb t  reschedul ing  r e l i e f  t o  Argentina and t o  view 
t h e s e  d e b t  payments i n  t h e  c o n t e x t  of  t h e  t o t a l  Argent ina ba lance-  
of-payments problem, i n  o r d e r  t o  avo id  t h e  p o s s i b i l i t y  of cliver- 
s i o n  o f  U.S. a s s i s t a n c e  t o  t h e  payment of European o b l i g a t i o n s .  
While Argent ina  should cont inue  e f f o r t s  t o  secure European p u b l i c  

- - 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

12.0 Grants 

@$497 7 M  owroved 0s of Fsb 28 y&, 
PROPOSED PROGRAM /F 

r e s o u r c e s  and a s s i s t a n c e  from i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s  
t o  meet a  l a r g e  s h a r e  of  i t s  development requirements ,  it should  
i n s i s t  on medium and long-term l o a n s .  

Cur ren t  S i t u a t i o n  

Backmound. Until 1955, when Juan Peron was ous ted ,  Argent ina 
was n o t  a c o o p e r a t i v e  member o f  t h e  Western Hemisphere Community 
of  Nations.  During two World Wars, Argent ina was n e u t r a l ,  and 
dur ing  World War 11 was d e f i n i t e l y  sympathe t ic  t o  t h e  Axis. Much 
improvement h a s  been seen  i n  r e c e n t  y e a r s ,  however, and dur ing  
t h e  r e c e n t  Cuban q u a r a n t i n e  Argent ina was t h e  f i r s t  n a t i o n  t o  
p rov ide  s h i p s  and p lane  crews t o  coopera te  w i t h  t h e  United S t a t e s .  

I n  1958, P r e s i d e n t  Ar turo  F r o n d i z i  emtarked on a n  ambi t ious  pro-  
gram of i n d u s t r i a l  development and much was accomplished, but h i s  
p a l l t i c a l  -machinations combined w i t h  an a u s t e r i t y  program having  
no impact on t h e  major  mass problems, e .g .  housing c o s t  him t h e  
l o s s  o f  popula r  support .  I n  1962, P r e s i d e n t  F r o n d i z i  a l lowed 
P e r o n i s t  groups t o  p r e s e n t  candida tes  f o r  t h e  f i r s t  t ime  s i n c e  1955. 
When t h e y  won impor tan t  p r o v i n c i a l  o f f i c e s  and n e a r l y  30$ of t h e  
t o t a l  v o t e ,  t h e  m i l i t a r y  d e c l a r e d  t h e  e l e c t i o n s  vo id  and deposed 
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Develo ment Planning. I n  response  t o  USAID urging, a  Nat iona l  
Development Council organized i n  August 1961 has  grown in capa- 
b i l i t y  and been given a d d i t i o n a l  r e s p o n s i b i l i t y  by t h e  GOA. An 
independent o rgan i za t i on  of t h e  provinces.  t h e  Federa l  Investment 

F rond i z i .  The succeeding c a r e t a k e r  c i v i l i a n  government suppor ted  
by t h e  m i l i t a r y  has now announced n a t i o n a l  e l e c t i o n s  f o r  June 1963 

Major Obs tac les .  The major obs t ac l e s  i n  t h e  way of s u b s t a n t i a l  
development i n  Argentina today a r e  s e r i o u s  budget and balance-of- 
payments problems; a  depressed a g r i c u l t u r a l  s e c t o r  which has f o r  a  
long t ime been neglec ted  and d i s c r im ina t ed  a g a i n s t  by t h e  govern- 
ment by over-emphasis on i ndus t ry ;  a  s u b s t a n t i a l  and p o l i t i c a l l y  
important  segment of t h e  popula t ion  which adheres  t o  Peronism; a  
h igh  r a t e  of unemployment and bus ine s s  f a i l u r e ,  and aggrava t ing  a l l  
of t h e s e  f a c t o r s ,  p o l i t i c a l  unce r t a in ty  which has  not  permi t ted  any 
c o n s i s t e n t  approach t o  development. 

Favorable Fac tors .  Behind Argen t i na ' s  p r e sen t  economic s i t u a t i o n  
l i e s  a  g r e a t  p o t e n t i a l  capac i ty  f o r  growth. Argentina i s  s t i l l  
one of  t h e  most advanced na t i ons  i n  La t i n  America." Favorable f a c -  
t o r s  which would enable Argentina t o  make r a p i d  s t r i d e s  i n  sur- 
mounting t h e s e  problems a r e  comparat ively h igh  per  c a p i t a  income; 
homogenous popula t ion  cha rac t e r i z ed  by a  h igh  l i t e r a c y  r a t e ;  r e l a -  
t i v e l y  equ i t ab l e  l and  d i s t r i b u t i o n ;  a  well-developed i n f r a s t r u c t u r e ;  
a  high p o t e n t i a l  f o r  expo r t s ;  and, given p o l i t i c a l  and economic 
s t a b i l i t y ,  a t t r a c t i v e n e s s  t o  f o r e i g n  c a p i t a l .  

Current  Economic S i t u a t i o n .  Loss of pub l i c  confidence due t o  a  
success ion  of unsuccess fu l  economic p o l i c i e s  i n  t h e  pa s t  yea r  i s  
now aba t i ng .  The IMF approva l  f o r  Argentina t o  continue i ts  draw- 
i ng  r i g h t s  under t h e  s t a b i l i z a t i o n  agreement w i l l  go f a r  i n  r e -  
s t o r i n g  pub l i c  confidence.  It w i l l  a l s o  make ope ra t i ve  o the r  pend- 
i n g  agreements t o  provide immediate r e l i e f  t o  t h e  government f o r  
p a r t  of almost  $1 b i l l i o n  e x t e r n a l  debt  payment due i n  1963 and 
1964, l a r g e l y  cons i s t i ng  of  European short- term i n d u s t r i a l  c r e d i t ,  
and should he lp  b r i ng  about  some measure of economic recovery.  
This  agreement has  been supplemented by A . I . D .  Support ing Assist- 
ance and an ex tens ive  r o l l o v e r  of Argentine debt  by Ex-Im Bank. 
The expected improvement i n  t h e  economic cl l raate w i l l  anhance the  
p o s s i b i l i t y  of a  democrat ic  government being e l e c t e d  i n  June 7963, 
and should f a c i l i t a t e  t h e  government's e f f o r t s  t o  c a r ry  ou t  reforms 
i n  t h e  s t a t e  e n t e r p r i s e s  and t o  improve t a x  c o l l e c t i o n s .  

* Another method of  determining GNP i n  Argentina -- while it does 
no t  f u l l y  r e f l e c t  t h e  1962 deva lua t ion  of t h e  peso -- makes t h e  
coun t ry ' s  r e l a t i v e  economic s t and ing  more apparen t .  A t  1961 
p r i c e s ,  converted a t  85 pesos t o  t h e  d o l l a r ,  t h e  per  c a p i t a  
GNP i s :  1959 1960 1961 1962 Es t .  

503 517 536 496 - 18 

- 
Council,  has been a c t i v e  over t h e  p a s t  s e v e r a l  yea r s  i n  compiling 
resource  d a t a  and providing planning guidance t o  p rov inc i a l  and 
r eg iona l  development groups. 

Argent ina ' s  g r e a t e s t  p o t e n t i a l  f o r  f o r e ign  exchange earn ing  i s  
i n  increas ing  t he  p roduc t i v i t y  of a g r i c u l t u r e ,  which t r a d i t i o n a l l y  
accounts  f o r  90% of t h e  va lue  of Argentina expor t s .  The h igh  c o s t  
of a g r i c u l t u r a l  machinery and o the r  a g r i c u l t u r a l  i npu t s  produced 
by a  pro tec ted  domestic i ndus t ry ,  and t h e  heavy burden of  t a x e s  
on a g r i c u l t u r a l  commodities have been a  d i s i n c e n t i v e  t o  i nc r ea sed  
investment, mechanization and modernization of t h i s  s e c t o r .  
Argentina i s  i nc r ea s ing ly  aware of t he  need f o r  change i n  o f f i c i a l  
a g r i c u l t u r a l  po l icy .  Since June 1962, when t h e  i n i t i a l  p lanning  
a t tempt  of t h e  Nat iona l  Development Council p laced  f i r s t  p r i o r i t y  
on a g r i c u l t u r e ,  a  number of  expor t  t a x e s  have been reduced and 
f u r t h e r  i ncen t i ve s  a r e  being s t ud i ed .  

Self-Help. The state-owned petroleum i n d u s t r y  was opened t o  p r i -  
v a t e  e n t e r p r i s e  i n  1958 and Amr i can  and European companies now 
opera te  throughout  t h e  country.  Although some $280 mi l l i on  of 
f o r e ign  exchange i s  saved y e a r l y  and Argentina i s  v i r t u a l l y  s e l f -  
s u f f i c i e n t  i n  o i l ,  t h e  n a t i o n a l  o i l  monopoly has dissipated i ts 
earn ings  and r e q u i r e s  budget suppor t  from t h e  c e n t r a l  government. 
The presen t  government i s  now t ak ing  s t e p s  t o  r eo rgan i ze  t h e  
agency and s e t  i t s  f i nances  i n  order .  

Reorganizat ion of t h e  Argentina i n t e r n a l  revenue s e r v i c e  cont in-  
ues ,  and e f f o r t s  t o  reduce  t a x  evasion a r e  having some r e s u l t .  
Some 215,000 persons who had not  p r ev ious ly  pa id  t a x e s  were added 
t o  income t a x  r o l l s  i n  1962. The s e r i o u s  i l l i q u i d i t y  s i t u a t i o n  
of t h e  second h a l f  o f  1962 r e s u l t e d  i n  a  drop i n  t a x  revenues b u t  
improved t a x  c o l l e c t i o n s  a r e  expected a s  t h e  gene ra l  economic 
s i t u a t i o n  eases .  

A t  t h e  urging of t h e  IMF and t h e  World Bank, t h e  state-owned 
ra i lways  have s o l d  o f f  c e r t a i n  f a c i l i t i e s  t o  p r i v a t e  e n t e r p r i s e ,  
and t h e  over -s ta f fed  l abo r  f o r c e  has  been reduced by about  60,000. 
Fu r the r  s t renuous  e f f o r t s  a r e  s t i l l  r equ i r ed  t o  reduce  t h e  d e f i c i t  
of t h i s  l a r g e s t  of a l l  s t a t e  e n t e r p r i s e s .  

Prognosis. The p r e sen t  c a r e t ake r  government has e s t a b l i s h e d  
r u l e s  for  t h e  n a t i o n a l  e l e c t i o n s  of June 1963 which should provide 
an  oppor tun i ty  f o r  t h e  e l e c t i o n  of  a  r e p r e s e n t a t i v e  government. 
The p o l i c i e s  adopted by t h e  new government w i l l ,  i n  l a r g e  measure, 
determine t h e  na tu r e  and e x t e n t  of A . I . D .  suppor t .  

Revised A p r i l  30, 1963 



Country: ARGENTINA 

Shadad araas arm SECURITY CLASSIFIED and 
must not b. divu1m.d to unauthorizad indb 

I f  present  e l ec t ion  plans a re  met, and i f  the new government car -  'lhe IUH and 1BKD a r e  assisting with the  preparation of the  Fian, 
r i e s  out present  development planning, pr iva te  business and i n t e r -  and i n  FY 1964 A. I. D. w i l l  provide grant  programs of about 
, - - + : - , - . , 7  '-2 ,---- :=, :.--*:+..+:-v" 

&L*.- . - -A-A - r=z 5: m , m - ~ . t - d  +-. : - - r - r t  ;n - -= - $?~n;nnn ill y l s n n i n o  q i ~ y y n r t  a r t i v i t i ~ s  w i r h  a q   tat i s t i r s .  PCO- 

Argentina a s  one of t h e  bes t  p o s s i b i l i t i e s  in Lat in  America for  nomics and mapping which w i l l  be ca r r i ed  out i n  cooperation with 
se l f -sus ta ined economic growth. t he  GOA and p r iva t e  i n s t i t u t i o n s ,  A.I.D. w i l l  continue during 

FY 1964 t o  s t imula te  t echn ica l  education i n  s k i l l s  necessary i n  
FY 1964 fioprarn the  development of t he  country. 

I f  t he  new government follows l o g i c a l  f i s c a l  and economic p o l i c i e s ,  A.I.D. w i l l  join the  IBRD and other i n t e rna t iona l  lending agencies 
Argentina 's  na tu ra l  a t t r ac t iveness  t o  foreign c a p i t a l  should r e -  i n  support of t he  GOA ten-year t r anspor t a t ion  plan t o  expand and 
s u l t  i n  a s i g n i f i c a n t  inflow of external  ass is tance .  Over $400 modernize the  Arger~tirle highway network. C iv i l  av i a t ion  w i l l  be 

mi l l i on  i n  add i t iona l  p r iva t e  U.S. investment i s  ava i l ab le  for  given A.I.D. t echn ica l  a s s i s t ance  t o  improve a i r  s a fe ty .  
Argentina dependent on the  conclusion of t h e  expanded s p e c i f i c  
r i s k  investment guaranty agreement. European investments can 
a l s o  be expected i n  subs t an t i a l  amounts. 

Other p o t e n t i a l  resources  include a renewal or enlargement of t he  
IMF $100 mi l l ion  s t a b i l i z a t i o n  agreement, Ex-Im Bank c r e d i t s ,  de- FY 1964 A. I . D .  PROPOSED PROGRAM 
velopment loans from IBRD,  IDB and A . I . D .  i n  t he  magnitude of $200 
t o  $250 mi l l i on ,  and a rescheduling of t he  external  public debt. ( I n  mi l l ions  of d o l l a r s )  
I n  1962 Argentina received external  ass is tance  from a l l  sources FY 1963 FY 1964 

of approximately $750 mi l l ion ,  t he  bulk of which was p r iva t e  in-  FY 1962 Estimated Proposed 

vestment. 

F'Y 1964 A . I . D .  Proposed Propram 

The A.I.D. program for F'X l?64 w i l l  be $704100 million fo r  Devel- 
o~ment  Loans and $2 mil l ion  for Development Grants. T a r ~ e t  fo r  
a k i c u l t u r a l  exports  w i l l  be an increase  by an average annual r a t e  - - 
of 10% over the  next f i v e  years ,  while maintaining domestic con- 
sumption l eve l s .  This w i l l  be done through loans f o r  a g r i c u l t u r a l  
c r e d i t ,  i r r i g a t i o n  and regional  development, coupled with t h e  
bui ld ing  of c r e d i t ,  extension and research  i n s t i t u t i o n s ,  

A . I . D .  a s s i s t ance  w i l l  be d i rec ted  toward the establishment,  by 
the  end of FY 1964, of t he  c r e d i t  agencies necessary fo r  
Argentines,  on t h e i r  own, t o  make a major a t tack  on the  1 .5  mi l l ion  
housing u n i t  gap. In  addi t ion ,  a token number of houses w i l l  be 
built under t h e  All iance for  Progress as v i s i b l e  evidence of t h e  
concern to correc t  t he  soc ia l  i n s t a b i l i t y  created by inadequate 
housj~~g.  Development loans w i l l  be provided t o  t r ade  union hous- 
ing  a s soc ia t ions ,  cooperatives and o ther  organizations.  

The Preliminary National Economic Development Plan now i n  prepara- 
t i o n  w i l l  have been completed and adopted by the  middle of 1964. 

Development Loans - Tota l  

Food azd P,griculture 
Housing and Urban F a c i l i t i e s  - 
Regional Development 
Transportat ion 
Other 

Development Grants - Tota l  2.0 3.1 2.0 

Food and Agriculture 0.6 1.1 0.7 
Transportat ion 0.2 0.3 0.2 
Education 0.7 0.9 0.6 
Other 0.5 0.8 0.5 

Deobligations During FY 1962 * X X  XX 

Other U.S. Assistance 
Mil i ta ry  Assistance Program 

* Less than $50,000. 



Argentina 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  
- 

PROGRAM 
- - - -- - - - 

ECONOMIC - TOTAL .................................... 
GRANTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL 
. YEARS 

1 9 5 7  
- 

97.4 

-* 
97.L 

-* - -* 

-* 

- 
- 

(-) 

97.L: 

S F I S  

1956 
-- 

16.1 

0 .1  
16.0 

-- 

0 .1  
-D;T 

0 .1  

16.0 

16.0 

16.0 

(23.5) 

- 

(-) 

- 

16.1 - 
0.1 

16.0 
- - 

. AGENCY FOR I l T E R N A T l O M A L  OEVELOPMEMT TOTAL. . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T E C H N I C A L  COOPERATION/DEVELOPMENT GRANTS 

DEVELOPMENT LOANS 

OTHER A . I . D .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROGRESS TRUST F U I D  ........................ 
. . . . . . . . . . . . . . . . . . .  FOOD FOR PEACE ( P L  9 8 0 )  - TOTAL 

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

. . . . . . . . . . . . . .  1 0 4 c  - G r o n t s  f o r  Common D c f e n r e  
. .  1 0 4 d  - G r a n t s  f rom T r t a n g u l a r  T r o n s o c t ~ o n s . .  

. . . . . . .  1 0 4 e  - G r a n t s  f o r  E c o n o n ~ c  D 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  Industry. 

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

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

T I T L E  I  I  - EMERGENCY R E L l  E F  

T I T L E  I  I  I - VOLUNTARY R E L I E F  AGENCIES. 

T I T L E  I V  - W L L A R  C R E D I T  SALES . . . . . . . : . . . . . . . . . .  

EXPORT- IMPORT 8ANK LONG-TERM L O A I S  ................ 
OTHER U.S. ECONOMIC PROGRAMS . . . . . . . . . . . . . . . . . . . . . .  

4 I L I T A R Y  - TOTAL .................................... 
................................... GRANTS 

LOANS. . .................................. 
M I L I T A R Y  A S S l S T A l l C E  PROGRAM - MAP - ( C h q .  t o  A p p . ) . .  

. .  ( A d d t t t ~ n a l  G r a n t s  f rom E z c e s s  S t o c k s ) .  

OTHER M I L I T A R Y  ASSISTANCE ......................... 
-- - 

......................... rOTAL ECONOMIC AND MIL ITARY 

FOREIGN ASSISTANCE ACT PROGRAM .................... 
OTHER A S S I S T A N C E  .................................. 
- - - . - - - - 

O T H E R  A S S 1  S T A N C E  AND R E P A Y M E N T S  

LOAN DOLLAR REPAYMENTS AND I N T E R E S T  
Fr 1962 F Y  1946-62 

R-In. Benk (Long Term) 16.3 36.2 l55.9 

O t h v  Govemmnt Loma 

ASS1 STANCE FROM 1 NTERNATIONAL AGENCIES 
FY 1961 FY 1962 FY 1946-6: - - -  . . . . .  . IBRD World Bank L8.5 95.0 V13.5 . . .  ON Tech. ~ s s ' t .  (CY) 0.6 0 .5  2.9 

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

. . . . . . . . . . . . . . . . . . . . . . . . . .  1 1 9 6 1  [ C a l e n d a r  Y e a r ) .  - I 
ON Special  Fund . . . . . .  2.L 0 .8  5 . 0  
Inter-Am. Dev. Bank . . . .  - 3L.L 3k.4 . I E G I n t l l .  Finance Corp. .  1.5 3.0 8 .2  

1 9 6 2  ( 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 2  . . . . . . . . . . . . . . . . . . . . . . . . . . .  103.7 

20 





6 o I iv i a -GENERAL ECONOMIC DATA 

BASIC DATA Colendor Yews 
196 1 1960 - 1959 - - ;ROUTH INDICATORS 

'otal GNP (in 1961 prices; $ millions)+ ...................... 
Per Capita GNP (dollars) ...................................... 

1962 Est. 

460 
u 6  

15 
51 
7 
8 

145 
l l8  
272 

375 

Population (millions - 1962). ....... 4.0 Life Expectancy (years) . . . . . . .  50 
Annual Growth (percent) ........ 2.3 

People per Doctor ............ 4,000 
Area (1000 sq. mi.) ............... 424 

............ Pop. Density per sq. mi. ........ 9 Literacy Rate - % 31 
Agricultural Land 

.......... Percent of Total Area.. .......... 13 Pupils a s  % of Pop. 5 
Acres per Capita ............... 9 (Primary & Secondary) 

nvestment a s  percent of GNP ................................... 
)orneetic S a v i n p  a s  06 of Investment .......................... 
let Foreign Balance as  % of GNP ............................... 
: e n d  Gov't Domestic Revenues as  "o of GNP .............. 

igricultural Prod. Index (1952-54300) ......................... 
Index per Capita (1952-54=100) ............. 
Corn (1,000 MI?) ........................ 

BOLIVIA - GROWTH TRENDS 
600 / 11 1<11#0m - 1961 P ~ l t l  

?etrolem Prod. (1,000 Kl!) ............... 
:ENTRAL GOVERNVENT FINANCES* - Million Dollor Equivalents - 

(FY ending December 31) 1960 1961 d 1962 d 
'otal Expenditures ................................................. 41.6 65.0 69.3 

(Defense Expenditures) .................................. 
(Copitol Outlors) 

(6.9) 
............................................ 3-31 (17.9 (19.7) 

'otd Domestic Revenues ......................................... 26.0 3k.O 39.4 

Deficit or Surplus ............................................... -15.6 -31.0 -29.9 

Converted a t  12,000 bolivianos per U.S.$. d A.I.D. estimates. 

2ountry Progress 
In 1952, Bolivia experienced a far-reaching social  revolution vhich culminated i n  
the adoption of various reforms, including agrarian reform, universal suffrage, 
expnded education, and i n  nationalization of the large mines. Bolivia's economy 
subsequently declined. A s tabi l izat ion program i n  1957 halted in f la t ion  but did not 
lead t o  general economic expansion. Attempts t o  solve serious s t a t e  industries defi- 
c i t  problem vere begun in 1961-1962, and a r e  progressing elovly. 

Colendor Yeors 
1959 1960 - - - 1% 1 

Bolivia should be in a good position during the  next f ive  years, hopefully achieving 
a per capita growth ra te  of 3-1/24 t o  55 under i t s  development p h .  Lover uni t  costs 
i n  mining and increased production a r e  expected t o  r a i s e  dol lar  exports and eliminate 
the def ic i t  of the nationalized mines by l a t e  1964. Self-sufficiency i s  expected t o  
be attained i n  sugar and petroleum i n  1964. 
Indicators B . 2  

Fxports (fob) (million $) 
1962 
63 

m 
107 50 11 5 

Agricultural Index (per capita) 100 103 l l b  140 
Sugar (1,000 MI?) 3 24 49 70 

Cement (1,000 m) 35 38 68 140 
Electr ic i ty  (million KWH) 324 44 5 470 650 
Nationalized T i n  Prod. (1,000 MI?) 27.3 15.2 15.3 24 

INTERNATIONAL TRADE (S millions) 
Total E x ~ o r t s  (f.o.b.1.. ........... ............ Tin, c . i . f .  
Total Imports (c.i.f.) ............. 

................. Trade Balance 

.... GOLD & FOREIGN EXCHANGE.. 
(md of year - S millions) 

COST O F  LIVING INDEX (1958'100). . 
(h Paz) 



Country: BOLIVIA 
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t h ~  Wclstern Hemisphere and t h e  world t h a t  a  n a t i o n a l  r e v o l u t i o n  
which profoundly  a l t e r e d  a f e u d a l  s o c i e t y  can, w i t h  U.S. a s s i s t a n c e  
and p lodding ,  ( a )  r e s i s t  -0n t inu ing  Communist a t t e m p t s  t o  c a p t u r e  
the r e v o l u t i o n ,  and ( b )  g r a d u a l l y  develop i n t o  a  v i a b l e ,  f r e e ,  
open s o c i e t y .  This  s t r a t e g y  i s  a  con t inua t ion  a f  P r e s i d e n t  
Kennedy's  p u b l i c  commitment t o  B o l i v i a  of May 1961 t o  "he lp  i n  
t h e  long-range sys temat ic  development of  t h e  Bol iv ian  economy." 
To f u r t h e r  t h i s  o b j ~ c t i v e  t h e  United S t a t e s  has dev ised  a  f o r e i g n  
a i d  progr-am f o r  B o l i v i a  deslgned t o  y i e l d  maximum l e v e r a g e  t o :  

power and appeal  o f  Communists and sympathizers  
nd win over  t h e  many fence-s t radd le rs ;  

2 .  Implement t h e  l a r g e  number of s e l f - h e l p  reforms t h a t  t h e  
Government of  B o l i v i a  (GOB) has  p u b l i c l y  recognized t h a t  
B o l i v i a  needs. 

3.. A c c e l e r a t e  B o l i v i a ' s  budding economic development and i t s  
improving a t t i t u d e  toward p r i v a t e  e n t e r p r i s e .  

d e r a t e  gavernment which w i l l  con t inue  t o  
t h e  T_init.ed States i s  elected i n  Tune 1964. 

I n  1952 B o l i v i a  experienced a v i o l e n t  and fa r - reach ing  s o c i a l  
r e v o l u t i o n .  I t  r e s u l t e d  i n  economic upheaval  b u t  l e d  t o  a  s e r i e s  
o f  re forms  g e n e r a l l y  c o n s i s t e n t  with A l l i a n c e  o b j e c t i v e s .  Reforms 
i n c l u d e  an expanded educa t ion  program, u n i v e r s a l  s u f f r a g e ,  -2grar -  
i a n  reform, and a  program t o  i n t e g r a t e  g radua l ly  t h e  l a r g e  (70%) 
I n d i a n  p o p u l a t i o n  i n t o  t h e  money economy. In  s p i t e  of t h e s e  re -  
forms,  t h e  economy cont inued  t o  d e c l i n e  s i n c e  it n e i t h e r  had t h e  
f i n a n c i a l  nor  t r a i n e d  h u ~ a n  r e s o u r c e s  t o  eevelop. This  d e c l i n e  
was s topped  i n  1956 when t h e  GOB agreed t o  a  U.S . - In te rna t iona l  
Monetary Fund ( 1 ~ ) - b a c k e d  s t a b i l i z q t i o n  program t h a t  p u t  an end 
t o  runaway i n f l a t i o n  (1,200% i n  f o u r  y e a r s ) .  Also t h e  adopt ion  
of a  l i b e r a l  petroleum code i n  1956 h a s  a t t r a c t e d  $100 m i l l i o n  i n  
f o r e i g n  exchange. However, t h ~  state-owned e n t e r p r i s e s  ( t i n  
mining,  petroleum, snd r a i l r o a d s )  con t inued  t o  o p e r a t e  w i t h  l a r g e  
d e f i c i t s  . 
U.S. a i d  h a s  helped t o  keep t h e  count ry  a f l o a t  and spearheaded 
such  f a v o r a b l e  developments a s :  ( a )  d i v e r s i f i c a t i o n  snd  p e r  
c a p i t a  i n c r e a s e s  i n  a g r i c u l t u r e  ( i n  1962 near  s e l f - s u f f i c i e n c y  i n  
sugar  and r i c e ) ;  ( b )  road improvement t h a t  opsned up new a g r i -  
c u l t u r a l  a r e a s ;  and ( c )  t h e  e l i m i n a t i o n  of once p r e v a l e n t  m a l a r i a ,  
yaws and smallpox. The moderste elements  i n  Bol iv ian  p o l j t i c s  
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have responded f a v o r a b l y  t o  t h e  s p i r i t  o f  t h e  A l l i a n c e  and are ' 

s t a k i n g  t h e i r  p o l i t i c a l  s u r v i v a l  on a r e a l i s t i c  campaign o f  eco- 
nomic development supported by t h e  United S t a t e s  and o t h e r  Free 
World i n z t i t u t i o n s .  

U.S. s t r a t e g y  i s  t o :  ( a )  d i r e c t  s i z a b l e  Free World f i n m c i n g  
r e s o u r c e s  t o  h igh  p r i o r i t y  economic development p r o j e c t s ;  ( b )  
t r a i n  t h e  human r e s o u r c e s  e s s e n t i a l  t o  a  more developed s o c i e t y ;  
and ( c )  h e l p  ach ieve  b a s i c  a d m i n i s t r a t i v e ,  f i s c a l ,  and o t h e r  re-  
forms a l r e a d y  agreed upon i n  p r i n c i p l e  by t h e  GOB. 

The Agency f o r  I n t e r n a t i o n a l  Development (A .I .D. ) w i l l  - a n c e n t r a t e  
i t s  e f f o r t s  i n  f i e l d s  (mining, t r a n s p o r t a t i o n ,  a g r i c u l t u r e ,  and 
a r e a s  of i n d u s t r y )  t h a t  w i l l  y i e l d  measurable p roduc t ion  i n c r e a s e s  
q u i c k l y .  S o c i a l  development p r o j e c t s  w i l l  be r e l a t e d  d i r e c t l y  t o  
p r o d i l c t i v i t y  e f f o r t s .  Both A .I .D .  ' s t r a i n i n g  and reform e f f o r t s  
w i l l  con t inue  t o  be c l o s e l y  coord ina ted  w l t h  t h e  e f f o r t s  of  t h e  
Inter-American Development Bank (IDS), t h e  Organiza t ion  of 
h ~ e r i c a n  S t a t e s  (OLS) Committee of Nine, a,ld o t h e r  n a t i o n a l  and 
i n t e r n s t i o : r a l  groups involved  i n  B o l i v i a ' s  development. A formal  
mechanism i s  c u r r e n t l y  f u n c t i o n i n g  under  w h i ~ h  t h e  GOB makes 
q u a r t e r l y  r r i t t e n  p r o g r e s s  r e p o r t s  on i t s  reform e f f o r t s .  
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A . I . D .  w i l l  con t inue  i t s  e f f o r t s  t o  r a t i o n a l i z e  t h e  o p e r a t i o n s  
o f  t h e  state-owned i n d u s t r i e s  of B o l i v i a  t h e r e b y  reduc ing  t h e i r  
d e f i c i t s  and t h e  GOB'S need f o r  U.S. budge ta ry  suppor t .  I n  
a d d i t i o n ,  A . I . D .  and M i l i t a r y  A s s i s t a n c e  Program (MAP) w i l l  con- 
t i n u e  t o  expand and r e f i n e  t h e  s u c c e s s f u l  c i v i c  a c t i o n  and i n t e r -  
n a l  s e c u r i t y  programs i n  B o l i v i a .  

Cur ren t  S i t u a t i o n  

Judged a g a i n s t  i t s  prev ious  r e c o r d ,  B o l i v i a  has  made marked eco- 
nomic and s e l f - h e l p  p r o g r e s s  d u r i n g  t h e  p a s t  two y e a r s .  Among 
t h e  r e c e n t  f a v o r a b l e  accomplishments a r e :  

P e r  c a p i t a  Gross Nat iona l  Product  (GNP) up 2.4% i n  1961 and 
2.7% i n  1962; C e n t r a l  Government domest ic  revenues up 30% i n  
1961 and another  20% i n  1962; State-ovned mining and petroleum 
produc t ion  up t h e  second h a l f  of  1962 r e v e r s i n g  p r i o r  t r e n d s ;  
more schools ,  t e a c h e r s ,  and p u p i l s ;  educa t ion  now makes up 
over  20% of t h e  GOB'S budget; a u t h o r i z a t i o n  of  B o l i v i a ' s  
f i r s t  p r i v a t e  i n d u s t r i a l  bank demons t ra t ing  an improving 
G3B a t t i t u d e  toward p r i v a t e  e n t e r p r i s e ,  and a  successYu1 
C i v i c  Action program which has  a s s i s t e d  eponomic development, 
made good l ~ s c  of  75% oC t h e  GOB'S s m a l l  defense  budget ,  and 

ed t h e  p u b l i c  image of  t h i s  needed, conserva t ive  
weight  f o r c e  i n  B o l i v i a .  

F a c t o r s  t h a t  Impinge upon U.3. Stratep-v and Goals. I n  s p i t e  of 
t h e  p r o g r e s s  of  t h e  p a s t  18  months, t h e  s i t u a t i o n  i n  B o l i v i a  today,  
from t h e  p o i n t  of  view of  U.S. o b j e c t i v e s ,  remains v e r y  tenuous 
and u n s t a b l e .  

B o l i v i a ' s  f o r e i g n  exchange p o s i t i o n  c o n t i n u e s  t o  be v e r y  p r e c a r i -  
ous ,  f l u c t u a t i n g  betwen zero and $3 m i l l i o n .  B o l i v i a  e x p o r t s  a r e  
up ($7 m i l l i o n  i n c r e a s e  i n  1962) and t h e  GOB has  managed t o  mini- 
mize i n f l a t i o n a r y  p r e s s u r e s  by: m a i n t a i n i n g  t h e  s t a t i o n a r y  ex- 
change r a t e ;  l i m i t i n g  wage, p r i c e ,  and c r e d i t  expansion i n c r e a s e s ;  
and i n c r e a s i n g  i t s  domestic revenues.  Never the less ,  t h e  h igher  
l e v e l  o f  impor t s  r e q u i r e d  by t h e  c o u n t r y ' s  a c c e l e r a t i n g  develop- 
ment h a s  absorbed t h e s e  improvements and B o l i v i a  c o n t i n u e s  t o  be 
dependent upon U.S. balance-of-payments s u p p o r t  and IMF drawings 
t o  main ta in  even i t s  p r e s e n t  b a r e  minimum r e s e r v e s  and f r e e  con- 
v e r t i b i l i t y  p o l i c y .  

The State-Owned I n d u s t r i e s  D e f i c i t  Problem. It  was n o t  u n t i l  l a t e  
1961 t h a t  t h e  Uni ted  S t a t e s ,  w i t h  h e l p  from t h e  IDB and West Ger- 
many, was a b l e  t o  p r o d  t h e  GOB i n t o  a t t a c k i n g  some of  t h e  problems 
of the i n e f f i c i e n t  state-owned mines, pe t ro leum company, and r a i l -  
r o a d s  a t  t h e i r  r o o t s .  P r o g r e s s  has been  made i n  reduc ing  excess  
workers r e - e s t a b l i s h i n g  t h e  p r e r o g a t i v e s  of management, and 

C 22 

improving p r o d u c t i v i t y .  The GOB h a s  shown a n  i n c r e a s  
n a t i o n  t o  back management a t t e m p t s  t o  a c c e l e r a t e  r e f o  

Other  F a c t o r s .  S o v i e t  b l o c  economic and d ip lomat ic  o v e r t u r e s  t o  
B o l i v i a  cont inue t o  be a  d i s t u r b i n g  p o l i t i z a l  i s s u e .  The m l i n g  
(MMR) p a r t y  encounte rs  p r e s s u r e  b o t h  from i t s  own f a r - l e f t  wfng 
and from Communist-led union and u n i v e r s i t y  groups t o  a c c e p t  
b loc  a i d  o f f e r s  (e .g . ,  Czech antimony s m e l t e r  p roposa l )  and 
e s t a b l i s h  a n  embassy i n  MOSCOW. 

Development Program. The OAS p a n e l  o f  e x p e r t s  (wise ~ e l i )  reviewed 
t h e  Bol iv ian  Ten-Year Development P l a n  i n  May 1962. They found 
t h a t  t h e  P lan  was non-operat ional  i n  c h a r a c t e r  because i t s  sec- 
t o r  programs were no t  based on f e a s i b i l i t y  s t u d i e s ,  and because 
t h e  P l a n  gave i n s u f f i c i e n t  a t t e n t i o n  t o  p r i o r i t i e s ,  t h e  r o l e  of 
p r i v a t e  e n t e r p r i s e ,  and t o  v a r i o u s  i n s t i t u t i o n a l ,  o r g a n i z a t i o n a l ,  
and manpower problems. 

The GOB i s  c u r r e n t l y  ( w i t h  United S t a t e s  and o t h e r  Free World 
h e l p )  a c t i n g  on a l l  of t h e  Wise Men's recommendations. I n  Novem- 
b e r  t h e  GOB submit ted i t s  f i r s t  q u a r t e r l y  r e p o r t  t o  t h e  Wise Men 
and t h e  U.S. Government on a c t i o n s  it has  taken t o  d a t e  i n  re -  
o r g a n i z i n g  i t s  a d m i n i s t r a t i v e  and f i n a n c i a l  s t r u c t u r e  and on t h e  
p r o g r e s s  it has  made i n  p r e p a r i n g  a  r e f i n e d  o p e r a t i o n a l  two-year 
investment  program w i t h i n  t h e  framework of i t s  Ten-Year P l a n .  

The U.S. Government, t h e  IDB, and t h e  F e d e r a l  Republic  of  Germany 
have r e c e n t l y  combined f o r c e s  t o  f i n a n c e  f e a s i b i l i t y  s t u d i e s  and, 
a t  t h e  same t ime ,  t o  provide Bol iv ian  t e c h n i c i a n s  wi th  on-the-job 
t r a i n i n g  i n  t h i s  v i t a l  a r e a .  The U.S. Government and t h e  IDB a r e  
a l s o  c u r r e n t l y  p rov id ing  f o r e i g n  t e c h n i c i a n s  t o  a s s i s t  t h e  GOB i n  
(1) t h e  r e o r g a n i z a t i o n  of i t s  a g r i c u l t u r e  and mining banks a s  a  
necessary  p r e r e q u i s i t e  t o  l o a n s  t o  t h e s e  o r g a n i z a t i o n s ,  ( b )  i m -  
p rov ing  i t s  n a t i o n a l  bcdget  p r a c t i c e s ,  and ( c )  s i m p l i f y i n g  and 
r ~ c a s t i n g  i t s  governmental o r g a n i z a t i o n  t o  b e t t e r  f i t  i t  f o r  
c a r r y i n g  out  a  development p l a n .  

FY 196L Program 

Goals - Economic Development. A . I . D .  w i l l  j o i n  wi th  t h e  GOB and 
Free World p u b l i c  and p r i v a t e  i n s t r u m e n t a l i t i e s  on a program of  
economic development aimed a t  r a i s i n g  g r o s s  investment  t o  21% of 
GNP, growth r a t e s  t o  7%, and p e r  c a p i t a  income t o  $1 28 by 1965. 
To r e a c h  t h e s e  t a r g e t s  i t  w i l l  be n e c e s s a r y  f o r  t h e  GOB t o  re -  
s t r a i n  p r e s e n t  l e v e l s  o f  consumption so  t h a t  i n c r e a s i n g  gove'rn- 
mental  revenues can be f u l l y  u t i l i z e d  f o r  c a p i t a l  expendi tu res .  
T h i s  goa l  i n c l u d e s  t h e  fo l lowing  f o u r  s e c t o r s :  
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Mining. I n  t h e  p u b l i c  s e c t o r ,  t h e  t h i r d  dnd l a s t  y e a r  of  
f i n a n c i n g  ( i n  con junc t ion  wi th  t h e  IDB w d  the. Ft.tlera1 R-publi . 
- f  .- P - - - - m x r \  --. . nf t h n  ~ n h q h i l  i  +-+inn nf th r l  .+?to rn j  , , i n n  i ~ i ( j ~ l ~ - t l ' v ,  
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COMIBOL, which i s  c u r r e n t l y  expected t o  rcach a bre,~k-evc:n 
p o i n t  i n  mid-1964 i f  t h e  t r i p a r t i t e  f i n a n r i a l  p l a n  is romplr ted 
i n  FY 1964. I n  t h e  p r i v a t e  s e c t o r ,  r e o r g a n i z a t i o n  *i:sist?nce 
and f i n a n c i n g  f o r  t h e  e x i s t i n g  mining bank t o  enab le  it t o  
p rov ide  development funds  and t r e a t m e n t  f a c i l i t i e s  f o r  t h e  
s m a l l  p r i v a t e  mine owners. 

T r a n s p o r t a t i o n .  The c o n s t r u c t i o n  o f :  ( a )  pr imary roads  aimed 
a t  i n c r e a s e d  i n t e r n a l  u n i f i c a t i o n ;  ( b )  secondary roads  t o  open 
up promising t r o p i c a l  a g r i c u l t u r e  a r e a s  f o r  c o l o n i z a t i o n ;  and 
( c )  f e e d e r  roads  b u i l t  under  t h e  Civ ic  Action program. The 
r e h a b i l i t a t i o n  of t h e  state-owned a i r l i n e  and t h e  r a i l r o a d s  
!pr>&p by ::~~J?c)--bo+h no..! cor.tributi.n.g t o  t h e  na t i n n s l  def i- 
c i t  and both judged by r e c e n t  s t u d i e s  capable of  p r o f i t a b l e  
o p e r a t i o n s .  

A a r i c u l t u r e .  Programs emphasizing t h e  market ing o f  t h e  e x i s t -  
i n g  i n c r e a s i n g  produc t ion  a s  w e l l  a s  expanding t h e  proven pro- 
d u c t i o n  b e n e f i t s  of s u p e r v i s e d  a g r i c u l t u r e  c r e d i t  a t  reasonable  
r a t e s  i n  t h i s  c r e d i t - s t a r v e d  count ry .  These programs a r e  de- 
s i g n e d  t o :  ( a )  i n c r e a s e  consumption from t h e  c u r r e n t  1 ,800  
c a l o r i e s  a  day l e v e l ;  and (b)  reduce t h e  l e v e l  of  food  impor t s  
now running  a t  $20 m i l l i o n  a  y e a r .  

I n d u s t r y .  Programs t o :  ( a )  r e h a b i l i t a t e  e x i s t i n g  p l a n t s ;  
( b )  conduct f e a s i b i l i t y  s t u d i e s  f o r  proving up raw-mater ial  
u t i l i z i n g  l i g h t  i n d u s t r i e s ;  and ( c )  i n s t i t u t e  a  p r o d u c t i v i t y  
d r i v e  designed t o  upgrade management and c o l l e c t i v e  b a r g a i n i n g  
s k i l l s  and improve t h e  investment  c l imate .  

A s s i s t i n g  t h e  GOB t o  I n s t i t u t e  Apreed-Upon Adminis t ra t ive  and F i s -  
c a l  Reforms. These reforms,  a s  agreed  upon by  t h e  GOB and t h e  
Wise Men-A.1.D.-IDB, a r e  aimed a t  modernizing t h e  i n s t i t u t i o n s  o f  
government, the reby  equipp ing  t h e  COB t o :  ( a )  d e v i s e  and admin- 
i s t e r  a  sound development program; and ( b )  improve t h e  g e n e r a l  
economic c l i m a t e  of  B o l i v i a  t o  l u r e  more f o r e i g n  and domestic i n -  
vestment  c a p i t a l .  

I n  connec t ion  wi th  t h e  $7 willion of balance-of-payments s u p p o r t ,  
A . 1  .D. i s  a t tempt ing ,  through t e c h n i c a l  a s s i s t s n c e  and p e r s u a s i o n ,  
t o  h e l p  t h e  GOB e l i m i n a t e  c u r r e n t  p u b l i c  d e f i c i t s  through cont inued  
t a x  re form and much t i g h t e r  expendi tu re  c o n t r o l s  on t h e  GOB'S 
c e n t r a l  budget .  

FY 1964 A .  I .D . PROPOSED P;IOGW 

(1n m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1362 Est imated Proposed 

D-veloument Loans - T o t a l  
I n d u s t r y  arid Mining 
m-- - - -  .-+"+:-.- 
r l  a l l o p b ~  b a u i v ~ i  

Other  A c t i v i t i e s  

Development Grants  - T o t a l  
A g r i c u l t u r e  
Mining and I n d u s t r y  

( i n c l u d i n g  S t u d i e s )  
T r a n s p o r t a t i o n  
Educat ion 
P u b l i c  .Q.( i l~inis t rzt ion an? 

P u b l i c  S a f e t y  
Other  A c t i v i t i e s  

Ueobl iga t ions  During FY 1962 

Suppor t ing  Ass i s tance  - T o t a l  

Other  U.S. Ass i s tance  
Food f o r  Peace,  T i t l e s  I & I V :  

Country Uses 3.7 ~ * 9  
( S a l e s  Agreements) 4 - 4 1  fL9.4) 
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U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  

T O T A L  
L Y E A R S  

1957 
P R O G R A M  

ECONOMIC - TOTAL.. .................................. 

AOENCY FOR I N T E R N A T I O I A L  OEVELOPMENT - T O T A L . . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loanr  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T E C H N I C A L  C O O P E R A T I O N /  DEvELOPMFNT G R A N T S  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OEVELOPMENT L O A N S  

OTHER A. I .  D.. . . . . . .  

S O C I A L  PROGRESS TRUST FUND . . . . . . . . . . . . . . . . . . . . . . . .  
FOOO FOR PEACE ( P L  ' 4 8 0 )  - T O T A L  . . . . . . . . . . . . . . . . . .  

T I T L E  I  - P L A N N E D  FOR GRANTS AND L O A N S  . . .  

. . . . . . . . .  1 0 4 c  - C r a n t r  f o r  Common D c f c n r c . .  
1 0 4 d  - C r a n  t s  from T r t a n g u l a r  T r m r a c t z n n r  

. . . .  1 0 4 c  - G r a n t s  f o r  Econo.rc O c u c l o p m e n t . .  
. . . . . . . . . .  1 0 4 c  - Loans t o  P r i v v l c  I n d u s t r y  

. . . . . . . . . . . . . . .  l O 4 g  - L o a n s  t o  C o v r r n m e n l r  

( T o t a l  S a l r r  A g r e e m c n l r )  

T I T L E  11  - EME5SENCY R E L I E F . .  . . . . . . . . . . . . . . . . . .  

T I T L E  I  I  I  - VOLUNTARY R E L I E F  A G t l l C E S  

T I T L E  I V  - W 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  BANK LONG-TERM LOANS . . . . . . . . . . . . . . . .  
OTHER U.S .  ECONOMIC PROGRAMS . . . . . . . . . . . . . . . . . . . . . .  

................................. l l L l T A R Y  - TOTAL.. .  -- 
........ . . . . . . . . . . . . . . . . . . . . . . . . . . .  GRANTS 

LOANS . . . ................................. 
M I L I T A R Y  A S S I S T A N C E  PROGRAM - M A P  - ( C h p .  t o  A D D . ) . .  

( A d d ,  t ~ o n a l  C r a n  t r  from Exccrr S t o c k * ) .  . .  

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

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

. . . . . . . . . . . . . . . . . . . .  F O R E I G N  A S S I S T A N C E  ACT PROGRAM 
OTHER A S S I S T A N C E  . ................................. 

O T H E R  A S S I S T A N C E  A N D  R E P A Y M E N T S  

S I N O - S O V I  E T  B L O C  ASS1 STANCE 

1 9 6 1  ( C a l e n d a r  Y e a r 1  . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
1 1 9 6 2  ( C a l e n d a r Y e a r l  . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.9 

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  

r v x  F r  1962 F Y  1946-62 

UN Tech. Ass't. (CI). . . .  0.6 0.7 L.6 
UN Special iund . . . . . .  0.9 1.5 
Inter-Am. Dev. Bank . . . .  10.0 b.5 a.5 

L O A N  D O L L A R  REPAYMENTS AND I N T E R E S T  
Fy m a - 6 2  1 

A.I.D. and PL b80 Loans 

R-Im. Bank (Long Term) 
Other Govement bane 0.2 I C u m u l a t i v e  t h r u  1 9 6 2  . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.9 

24 Less than 850.000. 
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BASIC DATA 

. . . . . . .  ....... Population (millions - 1962). 75.0 Life Expectancy (years) 45 
Annual Growth (percent) ........ 3.1 

............ People per Doctor 2,100 
Area (1000 sq. mi.) ............... 3,280 

........ ............ Pop. Density per sq. mi. 23 Literacy Rate - % 50 
Agricultural Land 

.......... .......... Percent of Total Area.. 15 Pupils a s  % of Pop. 11 
............... Acree per Capita 4 (Primary & Secondary) 

BRAZIL - GROWTH TRENDS 
- -- 

*-"- - 
INTERNATIONAL TRADE (S millions) 

TotalExports(f.o.b.) ............. 1,282 
coffee .................. (733) 

Total lmporte (c.i.f.1 ............. 
Trade Balance . .  

UI!! ............... -92 

GOLD & FORElGN EXCHANGE.. .... 457 
(end of year - S millione) 

COST OF LIVING INDEX (1958100). . 147 
(sao hula) 

Calendar Years 
196 1 - 

;ROtTH INDICATORS 

'otal GNP (in 1961 prices; I millions)* ...................... 
...................................... Per Capita GNP (dollars) 

nvestment a s  percent of GNP ................................... 
)omerrtic SavinRs a s  % of Investment .......................... 
let Foreign Balance a s  % of GNP ........... ...... .d.. ....... 
:entral Gov't Domestic Revenues as X of GNP .............. 

......................... iqicultural Prod. Index (1952-54300) 
Index per Capita (1952-$=loo) ............. 

................. Rice, rough (1,000 MT) 

Electric Power Prod. (Mill. KYH) ......... 
:ENTRAL GOVERNMENT FNANCES* d 
(FY ending December 31) 

'oral Expenditures ................................................. 
(Defense Expendituresl .................................. 
(Copirol Outlous) ............................................ 

......................................... 'otal Domestic Revenues 

Calendar Years 
1960 - - 1961 

12,580 1 3 , w  
178 1% 

1962 Est. 

13,950 
1% 

15 
79 

3 
13  

149 
113 

5,350 

fl,200 

- Million Dollar Equivalents - 

Deficit or Surolus ............................................... -374 -736 -1,196 
Converted a t  260 cruzeiros per u.s.$. In addition t o  the Central Government, the 

; t a te  Governments have substant ial  revenue of t h e i r  own, not included here. Cen- 
?ral Budget plus some extrabudgetary accounts; omits other extrabudgetary accounts and 
;eniautonomous agencies and foreign a id  which goes d i rec t ly  t o  these agencies. 

A.I.D. estimate. 

Country Proaress 
Brazi l ' s  f i r s t  preliminary plan f o r  economic developnent was completed i n  December 
1962. It cal led for an annual economic growth r a t e  from 1963 through 1965 of 72, 
o r  3.9$ per capita, and progressive reduction i n  the  annual r a t e  of in f la t ion  from 
over 50% i n  1962 t o  10% i n  1965. 

Brazi l ' s  economic growth r a t e  has averaged over 5% per year since 1950 and has 
exceeded 6% i n  the  past f ive  years. In addition, the Government of Brazil i n  recent 
months has taken the following s teps tovard s tabi l izat ion:  (a) enactment of new tar 
leg is la t ion  t o  increase federal  revenue by 120 b i l l i o n  cruzeiros; (b)  preliminary 
discussions with the  International Monetary F'und (PIF) on Brazil 's f inancial  pLans~ 
(c)  Council of Ministers f o r m 1  approval of the  Three-Year Plant (d) termination of 
federal  subsidies on wheat and petroleum; (e)  establishment of r e a l i s t i c  c red i t  ce i l -  
ings f o r  t h e  Bank of Brazil; f )  agreement upon a joint public-private corporation to 
expand iron-ore exports; end Ig) increase i n  ra i l road  fares .  

Major indices projected i n  t h e  plan a r e  a s  follows: 1962 s i 5  
Gross National Product (index) 100 192 23 5 
Agricultural Production (index) 100 160 189 
m u f a c t w i n g  Production (index) 100 r15 3-78 
Electric Power Production (index) 100 333 49'7 
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h a l f  of  South America and one-third of  L a t i n  America as .J whole 
-- B r a z i l  occupies  a  p i v o t a l  p o s i t i o n  i n  t h e  Al l iance  f o r  Progress .  
U.S. p o l i c y  i n  L a t i n  America w i l l  be c r i t i c a l l y  a f f e r t e d  by 
B r a z i l ' s  s u c c e s s  o r  f a i l u r e  i n  main ta in ing  p o l i t i c a l  s t a b i l i t y  and 
i n  a c h i e v i n g  economic and s o c i a l  p r o g r e s s  under f r e e  i n s t i t u t i o n s .  

U.S. a s s i s t a n c e  s t r a t e g y  i s  based on t h e  convic t ion  that a i d  can 
be an  e f f e c t i v e  ins t rument  of U.S. f o r e i g n  p o l i c y  i n  removing or  
p a r t i a l l y  n e u t r a l i z i n g  e x i s t i n g  obs.tacles to B ~ a z i l i W I  developmetlt, 
and a  b e l i e f  t h a t  c o n d i t i o n s  now e x i s t  which a r e  encouraging t o  
t h e  s u c c e s s  of our  e f f o r t s .  

m, raw u ~ i . - & l l  Ie-gel cjf U.S. an;;intaxx,?co  ill be w a d  n o t  only tfi 
s t i m u l a t e  t h e  d e s i r e d  r a t e  of  development b u t  a l so  as l e v e r a g e  t a  
a s s u r e  both t h e  i n i t i a t i o n  and cont inuance of  reforms. I n  t h e  
March 1983 d i s c u s s i o n s  arid n e g o t i a t i o n s  wibh t h e  Government of 
B r a z i l  (GOB), t h e  Agency f o r  I n t e r n a t i o n a l  kve lopment  (A.I .D. f 
made it c l e a r  that  f u t u r e  commitments of  and r e l e a s e s  from the  
proposed t o t a l  l e v e l  of  U.S. a s s i s t a n c e ,  a s  w e l l  as U.S. s u p p ~ r t  
f o r  B r a z i l i a n  r e q u e s t s  f rom o t h e r  l e n d i n g  sources,  w i l l  i n  l a r g e  
p a r t  b e  p a r a l l e l  w i t h  s u c c e s s f u l  B r a ~ i l i a n  e f f o r t s  to: ( a )  seduce 
i n f l a t i o n  s h a r p l y :  (b) main ta in  p rev ious  l e v e l s  of investment  (on 
t h e  o r d e r  of  15% o f  Gross Nat iona l  Product  (G-v)); and ( c )  a s s u r e  
c o n t i n u a t i o n  of democrat ic  i n s t i t u t i o n s  i n  t h e  country. 

A . I . D .  s t r a t e g y  i s  t o  provide a s s i s t a n c e  t o  t h e  e x t e n t  p o s s i b l e  on 
a  p r o j e c t  r a t h e r  t h a n  a  program b a s i s ;  b u t  t h e  March agreement 
recognized t h a t  t h e  urgency of  t h e  B r a z i l i a n  balance-of-payments 
s i t u a t i o n  w i l l  r e q u i r e  a  combination of  t h e  two. 

The d i r e c t i o n  atid emphasis of  U.S. a s s i s t a n c e  w i l l  be  r e l a t e d  t o  
t h e  f o l l o w i n g  e lements  of  B r a z i l ' s  r e c e n t l y  devised Three-Year 
Plan:  ( a )  improving t h e  use  of e x i s t i n g  resources through t h e  
en,-ouragement of sounder economic p lanning  and through t h e  c a r e f u l  
s e l e c t i o n  o f  c a p i t a l  investment  p r o j e c t s ,  which w i l l  remove major 
b o t t l e n e c k s  i n  t h e  development e f f o r t ,  s t reng then  t h e  p r i v a t e  
s e c t o r ,  and promote import-saving and export-earning a c t i v i t i e s ;  
( b )  a s s i s t i n g  t h e  deve lo~rnent  of kev s k i l l s  needed i n  economic 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

FV 1962 ~ o o n s  74 5 
y ~ x c l  deobl,got,ons of $ 0 5  M,//mn 
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---------- - 

Alhonce for Progress""""" '?A 

9 9 4  Million opproved os of Fsb. 28 

PROPOSED PROGRAM 

community e l e c t r i f i c a t i o n  and community development. I t  i s  
expected t h a t  t h e  i n d i v i d u a l  s t a t e s  and u t i ~ e r  iiidigenous groups 
w i l l  i n c r e a s i n g l y  t a k e  over  f i n a n c i a l  and o p e r a t i o n a l  respons i -  
b i l i t y  f o r  t h e s e  a c t i v i t i e s .  

The United S t a t e s  w i l l  encourage o t h e r  l e n d i n g  i n s t i t u t i o n s  and 
c o u n t r i e s  t o  extend c r e d i t  t o  B r a z i l  a s  it ev idences  a r e a l  s e l f -  
h e l p  e f f o r t .  With such evidence,  t h e  United S t a t e s  w i l l  encourage: 
( a )  t h a  Inter-American &velopment Bank (IDB) T r u s t  Fund t o  devote  
a  s u b s t a n t i a l  f r a c t i o n  of  i t s  a n t i c i p a t e d  now r e s o u r c e s  t o  B r a z i l i a n  
s o c i a l  development p r o j e c t s ;  ( 0 )  t h e  ID9 ( o r d i n a r y  ~ a ~ i t a l )  and 
Export-Import (EX-ID) Bank t o  p rov ide  suppor t  f o r  i n d u s t r i a l  
development; ( c )  European n a t i o n s  t o  a s s i s t  and i n v e s t  i n  B r a z i l ;  
and ( d )  t h e  World Bank t o  r e c o n s i d e r  i t s  l o a n  p o l i c y  toward B r a z i l .  

. , 

development;-(c)  improv& food produc t ion  and d i s t r i b u t i o n  p a r t i c u -  Over t h e  p a s t  decade, B r a z i l  h a s  s u s t a i n e d  a  6% t o  7$ annual  r a t e  
l a r l y  meat,  t o  p rov ide  b e t t e r  d i e t s  and cont r ibu te  s u b s t a n t i a l l y  o f  r e a l  economic growth (over  3% p e r  c a p i t a )  and has  g e n e r a l l y  
t o  e x p o r t  e a r n i n g s ;  and ( d )  he lp ing  t o  r e l i e v e  c e r t a i n  p r e s s i n g  maintained i t s  t r a d i t i o n a l  t i e s  of f r i e n d s h i p  wi th  t h e  United 
s o c i a l  problems i n  o r d e r  t o  reduce t h e  danger of c i v i l  d i s t u r b a n c e s  
which could  be e x p l o i t e d  by sn t idemocra t ic  elements i n  t h e  s o c i e t y .  

I n  t h e  Nor theas t ,  A . I . D .  i s  prov id ing  a s s i s t a n c e  t o  v a r i o u s  s o c i a l  
p r o j e c t s  i n  e d u c a t i o n ,  h e a l t h ,  community water  supply,  r u r a l  - 25 
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Sta tes .? :  The p r o c e s s  of  economic development, however, h a s  suf-  
f e r e d  from c e r t a i n  s e r i o u s  imbalances. There has been a  h igh  r a t e  
o f  i n f l a t i o n  f o r  s e v e r a l  y e a r s ,  reach ing  over  50% d u r i n g  1962. 
Foreign exchange r e s e r v e s  a r e  v i r t u a l l y  exhausted and t h e r e  have 
been a r r e a r a g e s  on f o r e i g n  payments. B r a z i l ' s  d e f i c i t  i n  ba lance  
o f  payments i s  expec ted  t o  reach  over  $503 m i l l i o n  i n  1963. The 
e x p r o p r i a t i o n  of  f o r e i g n  f i r m s  and t h e  passage of  a  r e s t r i c t i v e  
p r o f i t s  r e m i t t a n c e  law have c o n t r i b u t e d  t o  reduced l e v e l s  of 
f o r e i g n  p r i v a t e  inves tment .  

I n  January of  t h i s  y e a r  t h e  P r e s i d e n t i a l  form of Government was re -  
e s t a b l i s h e d  i n  B r a z i l  a f t e r  i n t e r m i t t e n t  c o n s t i t u t i o n a l  c r i s e s  over  
t h e  year  and one-half f o l l o w i n g  t h e  r e s i g n a t i o n  o f  former P r s s i d e n t  
J a n i o  Quadros i n  August 1961. During much of t h i s  p e r i o d  t h e  
Government was v i r t u a l l y  para lyzed .  I t  i s  a  t r i b u t e  t o  t h e  s t r e n g t h  
of  democrat ic  t r a d i t i o n s  i n  B r a z i l  t h a t  they  surv ived  such a  severe  
t e s t .  A s  a  r e s u l t ,  t h e  B r a z i l i a n s  have been delayed i n  f o l l o w i n g  
up on t h e  developmental  g o a l s  enumerated i n  t h e  C h a r t e r  of  t h e  
A l l i a n c e  f o r  P r o g r e s s .  

The c l o s i n g  months o f  1962 and e a r l y  1963 produced a  number of  
h e a r t e n i n g  changes i n  t h e  B r a z i l i a n  scene .  An i n t e r i m  s e t t l e m e n t  
o f  t h e  I n t e r n a t i o n a l  Telephone & Telegraph e x p r o p r i a t i o n  c a s e  was 
achieved,  and p r e l i m i n a r y  agreement was reached w i t h  o f f i c e r s  of  
t h e  American & Foreign Power Company on t h e  purchase o f  AMFORP 
p r o p e r t i e s  i n  B r a z i l .  P r e s i d e n t  Goular t  made a  s t r o n g  p u b l i c  
s t a t e m e n t  i n  suppor t  o f  t h e  A l l i a n c e  f o r  Progress  and f r i e n d s h i p  
w i t h  t h e  United S t a t e s .  Some p r e l i m i n a r y  d i s c u s s i o n s  were h e l d  
w i t h  I n t e r n a t i o n a l  Monetary Fund (IMF) r e p r e s e n t a t i v e s  on B r a z i l ' s  
f i n a n c i a l  p l a n s .  

I n  l a t e  November, new t a x  l e g i s l a t i o n  was enac ted ,  des igned  t o  
p rov ide  an a d d i t i o n a l  120 b i l l i o n  c r u z e i r o s  i n  snnua l  t a x  revenues.  
I n  January,  t h e  long-s tand ing  f e d e r a l  s u b s i d i e s  on wheat and pe- 
t ro leum were te rmina ted .  R a i l r o a d  r a t e s  were i n c r e a s c d  w i t h  a 
view t o  reduc ing  o p e r a t i n g  d e f i c i t s ,  and r e s t r i c t i o n s  were impose? 
t o  l i m i t  t h e  expansion of  p r i v a t e  c r e d i t  by t h e  Bank of  B r l z i l .  

On December 27, t h e  Counci l  o f  M i n i s t e r s  approved t h e  new Three- 
Year Development P l a n  h a s t i l y  d r a f t e d  under  t h e  d i r e c t i o n  of  

* A . I . D . ' s  l a t e s t  e v a l u a t i o n  of  t h e  new s t a t i s t i c 2 1  m a t e r i a l  i n  
B r a z i l ' s  Three-Year P l a n  and s t u d i e s  by i n t e r n a t i o n a l  agenc ies  
sugges t  t h a t  a  new base  f o r  GNP s t a t i s t i c s  would more a c c u r a t e l y  
r e f l e c t  t h e  s t a t e  and t r e n d  of  t h e  B r a z i l i a n  economy. A t  14.4 
c r u z e i r o s  p e r  d o l l a r ,  measured i n  1961 p r i c e s ,  p e r  c a p i t a  GNP 
would be: E&9 1960 196? 1962 E s t .  

322 336 336 d2 

Celso Furtado, d i r e c t o r  of SUDENE and new M i n i s t e r  i n  charge of 
economic planning.  This  p l a n  proposes t h e  maintenance of a  7% 
annual  economic growth r a t e ,  t h e  p r o g r e s s i v e  r e d u c t i o n  of  i n f l a t i o n  
t o  a  l e v e l  of 10% by 1965, iinproved and i n t e n s i f i e d  development 
of  both human and n a t u r a l  r e s o u r c e s ,  a g r a r i a n  and t a x  reform, and 
s t a b i l i z a t i o n  o f  t h e  n a t i o n ' s  i n t e r n a t i o n a l  balance-of-payments 
p o s i t i o n .  Although t h i s  i s  a d m i t t e d l y  o n l y  a n  i n i t i a l  and i n -  
complete at tempt a t  comprehensive n a t i o n a l  p lann ing ,  t h e  p repara -  
t i o n  and adoption o f  any such p o s i t i v e  s t a n d a r d s  o f  f u t u r e  p r o g r e s s  
c o n s t i t u t e  a  major  s t e p  forward f o r  B r a z i l .  

On March 25, by exchange of l e t t e r s  wi th  t h e  Adminis t ra to r  a f t e r  
extended n e g o t i a t i o n s ,  M i n i s t e r  o f  Finance San Tiago Dantas s t a t e d  
t h e  i n t e n t i o n  o f  t h e  GOB t o  c a r r y  forward i t s  development and 
s t a b i l i z a t i o n  program by a  v a r i e t y  of measures, i n c l u d i n g  t h e  re -  
d u c t i o n  of  budgeted governmental e x p e n d i t u r e s  f o r  1963 by approxi-  
mate ly  30%; l i m i t a t i o n  of  t h e  expansion of  c r e d i t  t o  p r i v a t e  
borrowers  from t h e  Bank of B r a z i l  t o  l e s s  t h a n  h a l f  o f  t h a t  o f  
1962; reduc t ion  o f  r a i l r o a d  and merchant marine o p e r a t i n g  d e f i c i t s ;  
submission t o  Congress t h i s  y e a r  of  a n  a d d i t i o n a l  t a x  reform 
measure, expansion of  e x p o r t s ,  adopt ion  of measures t o  encourage 
f o r e i g n  p r i v a t e  inves tment ,  and e l a b o r a t i o n  o f  t h e  Three-Year P l a n  
and i t s  submission t o  t h e  P a n e l  o f  Nine Exper t s  of  t h e  Organiza t ion  
of  Amsrican S t a t e s  (OAS). 

FY 1961, Program 

The FY 1964 A . I . D .  program w i l l  c o n c e n t r a t e  on seven s p e c i f i c  
g o a l s  i n  a d d i t i o n  t o  economic s t a b i l i z a t i o n .  These g o a l s  a r e :  
( a )  I n d u s t r i a l  and I n f r a s t r u c t u r a l  Development, by p r o v i d i n g  
c a p i t a l  loans f o r  s e l e c t e d  p r o j e c t s ,  perhaps through i n t e r m e d i a t e  
c r e d i t  i n s t i t u t i o n s ,  w i t h  s p e c i a l  emphasis on t h e  encouragement 
of p r i v a t e  e n t e r p r i s e  and cn highway c o n s t r u c t i o n ;  ( b )  Development 
Research and P lanning ,  t o  a s s i s t  B r a z i l i a n  a g e n c i e s  t o  p lan  t h e  
more e f f ~ c t i v e  use  of  a v a i l a b l e  r e s o u r c e s ;  ( c )  Human Resources 
Lkvelopment, i n c l u d i n g  p a r t i c u l a r l y  p r o j e c t s  t o  improve B r a z i l i a n  
e d u c a t i o n a l  systems; ( d )  S o c i a l  Development, through p r o j e c t s  de- 
s igned  t o  r e l i e v e  p r e s s i n g  s o c i a l  problems, such a s  m a l n u t r i t i o n ,  
inadequa te  community wate r  s u p p l i e s ,  and widespread m a l a r i a ;  ( e  ) 
P u b l i c  Sefe ty  Improvement, by t e c h n i c a l  a s s i s t a n c e  t o  B r a z i l i a n  
p o l i c e  f 0 r c . s  i q  t h e  f i e l d s  o f  i n t e r n a l  s e c u r i t y  and mlintenance 
of  lah an? o r d e r ;  ( f )  A g r i c u l t u r a l  Development, by p r o j e c t s  aimed 
a t  d o l h l i n g  mest p roduc t ion  by 1970 and a t  improving f a c i l i t i e s  
f o r  food  s t o r a g e ,  h a n d l i n g  and market ing;  and ( g )  Development of 
t h e  Ncr theas t ,  th rough  p r o j e c t s  and t e c h n i c a l  a s s i s t a n c e  t o  supple-  
ment and advance t h e  SUDENE program i n  t h a t  a r e a .  
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FY 1964 w i l l  be t h e  second y e a r  of  t h e  A . I . D .  program t o  a s s i s t  FY 1 ?61, A .I .D . PROPOSED PROGRAM 
B r a z i l  i n  i t s  Five-Year P l a n  f o r  t h e  development o f  Nor theas t  , . - - .  .. 
G l d ~ i i .  C . 5 .  a s s i s i a u c ~  LU ~ u i s  F I ~ L L  WLLL ue U L L E C L E U  L U .  \ a /  ( l n  r u l l l o r ~ s  or i m l l a r s )  
improvement of  l i v i n g  c o n d i t i o n s  i n  s e r i o u s l y  depressed  communities; FY 1963 FY 1966 
( b )  improvement of t h e  human and economic resource base ,  and ( c )  FY 1962 Est imated Proposed 
improvement of l a n d  use  and t e n u r e  and increased  food supply .  

P.L. 480 Opera t ions .  To t h e  e x t e n t  p o s s i b l e ,  l o c a l  cur rency  c o s t s  
o f  g r a n t  and l o a n  p r o j e c t s  a r e  be ing  f inanced  w i t h  p roceeds  from 
P.L. 480 s a l e s  under  T i t l e  I .  Surp lus  food  a v a i l a b l e  under  T i t l e  
I1 i s  u s e d  f o r  emergency famine r e l i e f  and var ious  works p r o j e c t s .  
T i t l e  I11 s u r p l u s  food  i s  provided f o r  welfare  and r e l i e f  programs. 

B r a z i l ' s  c r i t i c a l  balance-of-payments problem w i l l  r e q u i r e  sub- 
s t a n t i a l  a s s i s t a n c e  from non-A.I.D. sources ,  i n c l u d i n g  f o r e i g n  
governments and a p p r o p r i a t e  i n t e r n a t i o n a i  l end ing  agenc ies .  

Development Loans - T o t a l  
A g r i c u l t u r e  
Development Programs 
I n d u s t r y  and Mining 
Power and Communications 
T r a n s p o r t a t i o n  
Other  A c t i v i t i e s  

Development Grants  - T o t a l  
A g r i c u l t u r e  and N a t u r a l  

Resources 
Educat ion 
I n d u s t r y  and T r a n s p o r t a t i o n  
Hea l th  and S a n i t a t i o n  
Other  A c t i v i t i e s  

Deobl iga t ions  During FY 1962 

Other  U.S. A s s i s t a n c e  
Food f o r  Peace,  T i t l e s  I & I V :  

Country Uses 46.9 
( s a l e s  ~ ~ r e e m e n t s )  (58 .6)  

M i l i t a r y  A s s i s t a n c e  Program 22.8 



U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  A N D  L O A N  A U T H O R I Z A T I O N S  
( M i l l i o n s  o f  D o l l a r s )  

-- 
Y E A R S  

1957 

323.9 

60.3 
263.6 

-% 
I .D 

119.8 - 
117.9 - 

5L.L 

63.5 

(138.7) 

1.9 

193.5 

6.6 

l H . L  - 
18.L 

8.3 
(0.1) 

10.1 

3112.3 

12.3 
330.0 

T O T A L  

.................................... ECONOMIC - T O T A L . .  73.9 - 
GRANTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
L O A I S . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

AGENCY FOR I I T E R I A T I O I A L  DEVELOPMENT - T O T A L  - 
Cran t r . .  . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DEVELOPMENT LOANS I - 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OTHER A . 1 . D  I - 

S O C I A L  PROGRESS TRUST FUND. .  . . . . . . . . . . . . . . . . . . . . . . .  i - 
FOOD FOR PEACE ( P L  Y B O )  - T O T A L  . . . . . . . . . . . . . . . . . . . .  

T I T L E  1 - P L A N N ~ I J  X P  5 P A r l T S  A N 3  L O A N S . .  . . . . . . . . .  

. . . . . . . . . . . . .  1 0 4 c  - C r o n t r  f o r  Connan O e f e n r c . .  - 
. .  1 0 4 d  - C r o n t s  f r o m  T r r a n g u l a r  T r a n s a c t t o n s . .  - 

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

1 0 4 g  - Loons  t o  C o v r r n n e n t r  . . . . . .  

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

. . . . . . . . . . . . . . . . . . . . . .  T I T L E  I I  - EMERGENCY R E L I E F  1 - 
T I T L E  I  I I  - VOLUNTARY R E L I E F  A G E N C I E S . .  . . . . . . . .  . . /  - 
T I T L E  I V  - C O L L A R  C R E D I T  S A L E S . .  . . . . . . . . . . . . . . . . .  / - 

M I L I T A R Y  - TOTAL ..................................... I -  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  GRANTS - 

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

( A d d r  t r o n o l  C r a n  t r  from Ezceos 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  . . . . . . . . . . . . . . . . . . . . . . . .  - 
-- - -- - - - - 

TOTAL ECONOMIC AND M I L I T A R Y  

F D R E I G N  A S S I S T A N C E  ACT PROGRAM . . . . . . . . . . . . . . . . . . . . .  - 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OTHER I S S I S T A N C E  73.9 1 -- -. - . .- -. . - - ... =- -- . . . . . . . .  

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  

1 A S S ,  S T A N C E  FROM I N T E R N A T I O N A L  AGENCI  ES S I N O - S O V I  E T  B L O C  A S S 1  STANCE 

FY 1961 FY 1962  F'f 1946.62.1 - - 

L O A N  D O L L A R  REPAYMENTS AND I N T E R E S T  

-- 
A.I.D. and PL l(8O Loans - 0.2 

L k - h .  Bank (Long Term) 61.8 7L.2 723.2 
Other Government Loans 7.2 13.0 33.2 

1 o r ,  

2 6  

I ' 1  C a I e d ' r  y e a  

- 

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

. . . . . . . . . . . . . . . . . . . . . . . . . .  
UN Spec ia l  hud 1 9 6 2  I C a I - n d a r  Y e a r ) .  70.0 

Inter-Am. Dev. Bank . hL.3 . . . . . . . . . . . . . . . . . . . . . . . . .  IFC-Int'  1. Finance Corp. 10 .1  C u m u l a t i v e  t h r u  1 9 6 2 . .  73.5 
-- - 

.In 
a/ Includes $22.5 mi l l ion  Surplus Property Cred i t s  and $16.3 mil l ion Defense Mobilization Development. Lo 
9 Does not  include ref inancings of 530L.8 mi l l ion ,  c/ Excludes sa lea  of overseas surpluses.  
r Less than $50,000. 
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U.S. ObjcctSvcs and Stratcfiy 

The d r ive  toward economic in tegra t ion  presents t h e  United S t a t e s  
with a  unique opportunity t o  acce le ra t e  development i n  Centra l  
America. It i s  U.S. s t r a t egy  t o  give every encouragement t o  eco- 
nomic i n t e g r a t i o n ,  while taking account of pa r t i cu la r  na t iona l  
problems which, i f  unresolved, might delay i t s  achievement. The 
budgetary and other problems, which the  Central  American countr ies  
now face  indiv idual ly ,  could ser ious ly  d i s t r a c t  t h e i r  a t t e n t i o n  
from the  main t a s k  of economic in tegra t ion .  

Every avenue w i l l  be explored fo r  accelera t ion  of t he  in t eg ra t ion  
process.  Yet fo r  severa l  years  the  United Sta tes  w i l l  be requi red ,  
i n  t h e  i n t e r e s t  of i ts  b i l a t e r a l  p o l i t i c a l  r e l a t ionsh ips  and because 
of p a r t i c u l a r  na t iona l  problems which might i n t e r f e r e  with in tegra-  
t i o n ,  t o  ca r ry  on programs of b i l a t e r a l  ass is tance  concurrently 
wi th  a s s i s t a n c e  th-ough the  regional  organizations.  

The r a t e  a t  which economic in t eg ra t ion  can proceed i s  a l s o  r e l a t e d  
t o  the  r a t e  a t  which regional  i n s t i t u t i o n s  assume g rea t e r  responsi-  
b i l i t i e s .  It requi red  t en  years  t o  e s t a b l i s h  the  conceptual frame- 
work of economic in tegra t ion .  The present  phase involves the  
c rea t ion  and strengthening of regional  i n s t i t u t i o n s  and machinery 
f o r  c lose r  cooperation among the  f i v e  countries.  

A s  t hese  i r ~ s l i t u t i o n s  a r e  strengthened, t h e  United S t a t e s  w i l l  
channel an  increas ing  amount of a s s i s t ance  through them. An i m -  
po r t an t  f i r s t  s t e p  i s  assumption of t he  t a s k  of insur ing  coordina- 
t i o n  of member countr ies '  monetary and f i s c a l  po l i c i e s .  Of equal 
importance is  the  formulation of a  regional  development plan which 
comprehends and coordinates na t iona l  development plans of member 
coun t r i e s .  

The p r e c i s e  point  a t  which regional  machinery w i l l  be f u l l y  opera- 
t i v e  i n  a l l  phases of i n t eg ra t ion  cannot y e t  be determined; one 
landmark i s  June 1966, when a l l  i n t e r n a l  b a r r i e r s  t o  r eg iona l  t r ade  
w i l l  have been el iminated.  Also under consideration is  the  f eas i -  
b i l i t y  by 1970 of a  monetary union and creation of a  type of Federal 
Reserve System i n  which ex i s t ing  Centra l  Banks would become branch 
banks of t h e  r eg iona l  system. 

Current S i t u a t i o n  

In  1958, Guatemala, El Salvador, Honduras, and Nicaragua r a t i f i e d  
a  t r e a t y  c a l l i n g  f o r  t he  gradual  establishment of a  Common I.larket 
over a  ten-year period. This process was dramatically accelera ted  
i n  1960 by a  second t r e a t y  based on a  unique premise--the immediate 
e l iminat ion  of i n t r a reg iona l  t a r i f f  b a r r i e r s  a f f ec t ing  95% of the  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars! 

FY 1962 0 t El, ,r Pend~ng 

FY 1963 ' 6  I '' 4 0  10.1 

---------All~once for Progress 

PROPOSED PROGRAM a, 

a rea '  s a g r i c u l t u r a l  and i n d u s t r i a l  production (over 1200 i tems) ,  
and a  gradual  reduction of t a r i f f s  on the  remaining commodities 
(57 i tems) t o  be completed by 1966. In J u l y  1962, Costa Rica 
adhered t o  both t r e a t i e s .  

To implement economic in t eg ra t ion ,  t he  Centra l  Americans estab- 
l i s h e d  two regional  i n s t i t u t i o n s :  t he  Permanent S e c r e t a r i a t  fo r  
Economic In tegra t ion  (SIECA), loca ted  in  Guatemala City;  and the  
Centra l  Bank fo r  Economic In tegra t ion  (CABEI), i n  Tegucigalpa. 
A s  an expression of U.S. pol icy  i n  support of the in t eg ra t ion  
movement, and T i t l e  I11 of the  Charter of Punta d e l  Este,  i n  
August 1962, t h e  Agency fo r  In t e rna t iona l  Development (A. I. D. ) 
es tabl i shed a  Regional Off i c e  (Mission) f o r  Centra l  America and 
Panama ( ROCAP) . 
Recently, t r ade  among the  Central  American countr ies ,  which 
h i s t o r i c a l l y  has accounted f o r  a  small proportion of t h e i r  t o t a l  
ex te rna l  t r ade ,  increased subs t an t i a l ly .  From l e s s  than 5% of 
t h e  t o t a l  i n  1959, it rose  t o  more than 8% i n  1961, and prelimi- 
nary da ta  fo r  1962 ind ica t e  t h a t  it w i l l  be above 10%. SIECA 
es t imates  t h a t  by 1966, when the  Common Market is  f u l l y  opera t ive ,  
in tercountry  t r ade  w i l l  exceed 20% of the  t o t a l .  

Other i n s t i t u t i o n s  have contributed s i g n i f i c a n t l y  t o  the  in tegra-  
t i o n  movement. Most noteworthy i n  t h i s  r e spec t  i s  the  Superior 
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Shadad armas am SECURITY CLASSIFIED and 
mum, not b* divulgad to unauthoriz*d indi- 
viduals. All othw n~atwial is unclassiflad. 1 

FY 1964 A . I . D .  PROPOSED PROGRAM Council  of C e n t r a l  American U n i v e r s i t i e s  (CSUCA), which is ca r ry ing  
o u t  a  program of r eg iona l  s p e c i a l i z a t i o n  among t he  f i v e  n a t i o n a l  
u n i v e r s i t i e s .  

FY 1964 Program 

Goal I - The formula t ion  of  ~ e g i o n a l  economic development p l ans  
and t h e  coord ina t ion  of  i nd iv idua l  count ry  p l a n s  w i t h  r e ~ i o n a l  
t a r g e t s .  A c t i v i t i e s  i n  suppo r t  of t h i s  goa l  inc lude :  ( a )  provi-  - 
s i o n  of  t e c h n i c a l  e x p e r t s  t o  s t r eng then  p lanning;  (b)  development 
of  a  r eg iona l  s t a t i s t i c a l  agency and coo rd ina t i on  of count ry  census 
a c t i v i t i e s ;  and ( c )  t r a i n i n g  of t e c h n i c a l  p lanning  personnel .  

Goal I1 - The r e ~ i o n a l  coord ina t ion  of  count rv  f i s c a l ,  monetarv 
and economic p o l i c i e s .  A c t i v i t i e s :  ( a )  e s t a b l i s h n e n t  of a  r eg iona l  
i n s t i t u t i o n  w i th  a u t h o r i t y  t o  conduct r e g u l a r  m u l t i l a t e r a l  con- 
f r o n t a t i o n s  on p o l i c y ;  ( b )  r eg iona l  c a d a s t r a l  survey t o  provide 
uniform l and  t a x  base;  ( c )  development of  a g r i c u l t u r a l  market ing 
systems i nc lud ing  g r a i n  s t o r age  f a c i l i t i e s ;  and ( d )  e l im ina t i on  of 
b a r r i e r s  t o  f r e e  t r a d e  i n  Cen t r a l  America. 

Goal I11 - Encouragement of p r i v a t e  investment .  A c t i v i t i e s :  ( a )  
improvement of r e g i o n a l  communications and t r a n s p o r t  f a c i l i t i e s ;  
( b )  formation of r eg iona l  o f f i c e  t o  promote p r i v a t e  f o r e i g n  inves t -  
ment; ( c )  encourage r a t  i f  i c a t i o n  of u n i f  o n  i n d u s t r i a l  i ncen t i ve  
laws;  and (d )  e s t a b l i s h  a  r eg iona l  i n s t i t u t i o n  t o  promote secondary 
mortgage d i s coun t  f a c i l i t i e s .  

(1n  m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Developnent Loans - T ota l  

Transpor ta t ion  
Developnent Programs 

Development Grants  - Tota l  - 6.1 8 .5  

Education - 2.1 3.8 
Heal th  - 1.4 1.6 
P r i v a t e  E n t e r p r i s e  - 0 .3  0.7 
Publ ic  Adminis t ra t ion  - 2 .0 2.2 
Other  - 0.3  0 .2  

- 

Note: ROCAP was n o t  e s t a b l i s h e d  u n t i l  FY 1963. Prev ious  suppor t  
f o r  t he  CABEI from L a t i n  America Regional Program cons is ted  
of a  $2.0 m i l l i o n  g r a n t ,  6/22/61; a  $1.0 m i l l i o n  g r an t ,  
6/29/62; and a  $5.0 m i l l i o n  Development Loan au thor ized  
6/28/61. 

Goal I V  - Extension of t h e  i n t e g r a t i o n  concept  by foster in^ f u r t h e r  
cohes iveness  i n  a r e a s  of s o c i a l  development and change. A c t i v i t i e s :  
( a )  development of r e g i o n a l  h igher  educa t ion  f a c i l i t i e s  (CSUCA) ; 
( b )  r e g i o n a l  textbook program; and ( c )  p rov i s i on  of r eg iona l  team 
of  h e a l t h  a d v i s o r s  t o  work wi th  mobile r u r a l  h e a l t h  program. 





Costa Rico 

Country Background 

CONFIDENTIAL 

kmual Population Growth ....... 3.H 
;ross National Product (1961)~ ............ Total ($  illi ion) b20 

Per Capita GNP (Dollars) ..... 
Approx. 1956-61 Growth Rate 

Total GNP .................. 1r.M 
Per Capita ................. +0.1$ 

IGRICULTURAL PROD. INDEX (1952-5h=100) 
Per Capita Index ................... .......... Rice, rough (1000 MT) 

3LECTRIC POWER OUTPUT (KWH per capita) 

CNTERNATIONAL TRADE ($ Million) 
Total Exports ( f .  0.b.) ............. 

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

Trade Balance .................... 
;OLD & FOREIGN EXCHME (End Yr.-$ Mil) 

...... :OST OF LIVING INDEX (1958=100). 
(San Jose) 

c Converted a t  6.65 c o l o ~ e  per US dollar.  

Agricultural Land .............. Percent of Area 1% ............. Acres per Capita 2 .................. Literacy Rate 88% 
Pupils - % of Pop. (~r im/~econd . )  18% 
Life bpectancy (years) ........ 63 ............. People per Doctor .2,836 

Costa Rica i s  one of the few t r ad i t iona l  democracies of l a t i n  America, and 
has been relat ively f r e e  from internal  s t r i f e .  The Grlich Administration 
is committed t o  soc ia l  and economic reform and has strongly endorsed the 
Alliance f o r  Progress. 

Over 955 of the people a r e  of Spanish ancestry. Concentration of land 
wnerehip i s  l e s s  pronounced than i n  other Central American countries, 
although 9 5  of the farms cover 705 of the t o t a l  farm acreage. The l i teracy 
r a t e  i e  one of the highest i n  I a t i n  America and there i s  a growing middle 
class. 

The econolqy is basically agricul tural  v i t h  almost tvo-thirds'of the people 
s t i l l  i n  nual areas. The chief export CLOPS a r e  coffee, bananas, and 
cacao. Although almost self-suff icient  i n  foods, the country s t i l l  imports 
about $l2 million i n  grains. 

Since 1956, Costa Rica has been experiencing economic stagnation following 
the decllne i n  the pr ice of coffee and other primary products. This stag- 
nation has been aggravated by one of the highest 'population growth rates  
i n  the  world -- 3.95. Since 1958, per capita income has been steadily 
declining. A t  the same time, due t o  population and p o l i t i c a l  pressures, 
the  h e r n m e n t  has mintained high expenditures f o r  social  services and 

soc ia l  infrastructure. largely because of declining export prices, revenues 
have not kept pace with expenditures, and serious f i s c a l  d i f f i c u l t i e s  have 

The budget problem w i l l  be d i f f i c u l t  t o  overcome. Tax revenues i n  Costa 
Rica a re  already a t  189 of Gross National Product (GW) which i s  high com- 
pared with the  l a t i n  American average. ! h e  government i s  making strenuous 
effor ts  to  c u r t a i l  unnecessary expenditures and increase tax sources. 
Resolution of the budget problem, however, requires broadening of the tax 
base. The government i s  now seeking ways t o  fos te r  increased industr ia l  
growth, diversify agricul tural  exports, and reduce its dependence on coffee. 

Costa Rica has joined the Central American Ccnnmon Market and i s  conrmitted 
t o  f u l l  participation i n  tha t  movement. With i t s  t rad i t iona l  p o l i t i c a l  
s t a b i l i t y  and relat ively well-educated population, which can be transformed 
in to  an effective labor force, it should become a leader i n  th i s  movement 
i f  i t s  medimterm economic problems can be resolved. 

CONFIDENTIAL 
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U.S. OLjec t i v e s  and S t r a t e g y  

Tn &,-v~ -f' tLr. n..---n+ nnnm-mqn m w m > l m m ~  -4' P e p + -  U : - -  , ll-:. 
s t r a t e g y  w i l l  focus  p r i m a r i l y  on s t i m ~ ~ l : ~ t i o n ,  d i v e r s i f ' i c n t j o n  
and expansion of  t h e  p r i v a t e  s e c t o r  a s  t h e  b e s t  means of moilntirg 
a  s u s t a i n e d  develoymert, t r e n d .  An a l l i e d  p;oal d i l l  he t o  i r s i  ; t  
on t h e  improveme? t of  govprnmpr i, pol i c i e s  a n d  .idmi r i s t r a i  ion t o  
p rov id?  f o r  more e f f e c t i v z  u s e  of a v a i l a b l e  rqsourc,?s ,  reduce un- 
n e c e s s a r y  e x p ~ n d i t u r e s ,  an? ir,su:-e an appropr ia te  o r d e r  of  p r i -  
o r i t i e s  f o r  developmen.. Yore e f f : z i e n t  t a x  c o l l e c t i o n  procedures 
under  e x i s t i n g  legislation would provide s u b s t a n t i a l l y  increased  
revenues .  The United S t a t e s  w i l l  a l s o  provide t e c h n i c a l  a s s i s t -  
ance t o  t h e  Costa  Kican National  Planning Off ice  i r  con junc t ion  
w i t h  t h e  Organiza t ion  of American S t a t e s  (OAS) o r  o t h e r  appropr i -  
a t e  i n t e r n a t i o n a l  bodies  t o  c r e a t e  a n  e f f e c t i v e  n a t i o n a l  develop- 
m.ezt n l  a n  r --*I - 
A s  p a r t  o f  U.S. s t r a t e g y  t o  cause t h e  Costa  Rican government t o  
concern i t s e l f  p r i m a r i l y  w i t h  h igh  p r i o r i t y  economic development 
m a t t e r s ,  t h e  IJnited S t a t e s  Sovernment w i l l  advise t h e  Goverrment 
of Cos ta  Rica (GOCR) t h a t  no f u r t h e r  budget  support l o l n s  w i l l  
be made t o  cover  d e f i c i t s  which r e s u l t  from misd i rec t ion  o f  govern- 
ment r e s o u r c e s  o r  heavy e x p e n a i t u r e s  f o r  lower o r d e r  budget 
p r i o r i t i e s .  In  a d d i t i o n ,  t h e  United S t a t e s  w i l l  e x e r c j s e  i t s  
i n f l u e n c e  t o  encourage o t h e r  i n t e r n a t i o n a l  lending i n s t i t u t i o n s  
t o  p rov ide  e x t e r n a l  a s s i s t a n c e  f o r  i n d u s t r i a l  and a g r i c u l t u r a l  
inves tment  and i n f r a s t r u c t u r e  of h igh  economic r e t u r n .  

C u r r e n t  S i t u a t i o n  

Cos ta  R i c a  js ahead of  most o t h e r  L a t i n  Americsn c o u n t r i e s  wi th  
r e s p e c t  t o  s o c i a l  and p o l i t i c 3 1  develcpment. I t s  h e a l t h ,  educa- 
t i o n ,  and s o c i a l  s e c u r i t y  progrLms hzve been major f a c t o r s  i n  main- 
t a i n i n g  p o l i t i c a l  s t a b i l i t y .  It p o s s e s s e s  t h e  most e x t e n s i v e  eco- 
nomic 2nd s o c i a l  i n f r a s t r u c t u r e  i n  C e n t r a l  Amerlca. The Univers i ty ,  
which i s  t h e  b e s t  jn C e n t r a l  America, h a s  an enrol lment  o f  4 ,000 
s t u d a l l t s  and i s  b e i r ;  strerigtkened tv t h e  GOCR. I t s  primary 
e d ~ c a t i o n  s ~ s t e m ,  hodever, i s  u ~ d e r  g r e a t  s t r a i ?  t o  provide f o r  
t h e  fast-growing popula t ion .  

Cos ta  Hlca 1s a c t l v e l y  suppor t ing  t h e  A l l i a n c e  f o r  Progress .  A 
N a t i o n a l  Planning O f f i c e  i s  be ing  e s t a b l i s h e d .  A Nat iona l  Housing 
l r l s t i t u t e  p rov ides  f i n a n c i n g  f o r  low-cost h o u s i w  and slum c l e a r -  
ance .  An ?ps t i tu t , e  of Lands and Colon ies  is empowered t o  a c c e l e r -  
a t e  t h e  d i s t r i b u t i o n  of  s m s l l  farms t o  t h e  l z n d l e s s .  Medim :rid 
long- te r  l o a n s  a r e  made a v l l l a l l l e  t o  f s - q e r s  througn t h e  n a t i o n a l  
b a n k i ~ ~ g  system; one U.S. deve1opmer.t I  oan f o r  r u r a l  ~ p j c ~ l 5 u r . - l  
c r e d i t  h a s  been e f f e c t , i v e l y  u t l l i z e d  and a  secoqd i s  under -?view. 
E f f o r t s  a r e  ke ing  made t o  i-nprove t a x  revenues .  

PRIOR and CLfRRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

FY 1964 2.0b 

Al l~once lor Progress Grants 

The countnr  h a s  now. however. reached a  c r u c i a l  p o i n t  a t  which 
it must a l l o c a t e  i ts  l i m i t e d  r e s o u r c e s  f o r  development t o  p r o j e c t s  
which w i l l  s e r v e  a s  c a t a l y s t s  t o  f u r t h e r  economic growth. 

FY 1964 Program 

The A.I.D. FY 1964 proposed program f o r  Costa  Rica t o t a l s  $2 
m i l l i o n  i n  g r a n t s .  In  a d d i t i o n ,  Development Loans w i l l  be con- 
s i d e r e d  a s  a p p r o p r i a t e .  

The major g o a l  i s  t o  encourage p r i v a t e  s e c t o r  expansion s u f f i -  
c i e n t  t o  s u s t a i n  a t  l e a s t  a  5% annual  i n c r e a s e  i n  Gross Nat iona l  
Product  (GNP). Grant  a i d  w i l l  be a v a i l a b l e  t o  e s t a b l i s h  an 
investment  p romot im c e n t e r ,  conduct investment  f e a s i b i l i t y  
surveys ,  and s t r e n g t h e n  and d i v e r s i f y  a g r i c u l t u r a l  p roduc t ion .  
The c h i e f  Development Loan proposa l  i s  $2 rriiUiari f o r  seed 
c a p i t a l  f a r  an I n d u s t r i a l  Development Bank, which w i l l  provide 
medium and long-term r r e d i t  f o r  i n v e s t o r s .  

Trle second g o a l  i s  improvement of  government p o l i c i e s  and admin- 
i s t r a t i o n .  Technica l  a s s i s t a n c e  w i l l  he  provided t o  t h e  Costa  
Rican Natiorial Planning O f f i c e  and I n t e r r a l  Revenue bureau. IQ 

a d d i t i o n ,  ongoing a c t i v i t i e s  w i l l  be cont inued a t  t h e  U n i v e r s i t y  
o f  Costa  k i c a  i n  t h e  Schools  of Yedic ine ,  Education and A g r i c u l t u r e  
and t h e  M i n i s t r y  of  Educat j  on. 
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In  FY 1964 devc1opmer.t lo3n proposa l s  w i l l  a l s o  he under in ten-  
s i v e  review by o t h e r  l e n d i n g  groups.  Loans f o r  Costa  Rica f o r  
c a d a s t r a l  surveys  and g r a i n  s t o r a g e  f a c i l i t i e s  may be channeled 
through r e g i o n a l  programs. Inter-American Cevel opment Eank ( IDB) 

w i l l  review p r o p o s a l s  f o r  a  scwage t r e a t m e n t  p l a n t  ($4.5 m i l l i o n ) .  
k l o a n  a p p l i c a t i o n  i s  be ing  reviewed by I n t e r n a t i o n a l  Eank f o r  
Recons t ruc t ion  and Development ( ~ B R D )  f o r  $12.5 m i l l i o n  f o r  t h e  
Rio Cachi  W d r o e l e c t r i c  p r o j e c t .  A l o a n  r e q u e s t  f o r  $8.8 m i l l i o n  
f o r  a  t e lecomnunica t ions  p r o j e c t  i s  be ing  rea2 ied  f o r  cons jder -  
a t i o n  by IBRD o r  Export-Import L7:ik. 

FY 1964 A .  I . D .  P?OPOSD PRCGRAM 

-- (1n m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1 9 6 ~  

FY 1962 Est imated ~ r o ~ o s e d  

Development Loans - T o t a l  - m.6 - d 
- 

A g r i c u l t u r e  - 5.0 - 
Ho~lsing - i -a ,  - 
,P2wer and Communications - 1.0 - 
Roads 
W-ter Supply 

Development Gran ts  - T o t a l  1 .9  2 . 4  2.0 
A q r i c u l t u r e  0 .5  0 . 8  0.5 
Educat ion 0 .7  0.8 0 .5  
I n d u s t r i a l  Development 0 . 1  0 .2  0.6 
0 t h e r  0 .7 0.6 0 .4  

Deobl iga t ions  During FY 1962 -0 .1  xx XX 

Other  U.S. Ass i s tance  
M i l i t a r y  Ass i s tance  Program 0.5 9. 5 0.9 

g/ Development l e n d i n g  contemplated.  A p p l ; ~ z t i o n s  w i l l  be con- 
s i d e r e d .  

FINANCIAL DATA c- 

O b l i g a t i o n s  and Commitments FT 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  q u i v . )  1 1 1  1 1 z 2  1 1946-1962 

AGENCY FOR INT'L. DEVELOPMENT - TO= 
Technical ~ o o ~ . / ~ e v e l o p m e n t  G r a n t s  . 
Development Loans .................. 
Other  A . I . D .  ....................... 

SOCIAL, PROGRESS TRUST FUND.. .......... 

FOOD FOR PEACE (P.L. 480) - TOTAL .............. T i t l e  I, Country Uses 
( s a l e s  ~ g r e e r n e n t  s) ............... 

T i t l e  I1 ........................... .......................... T i t l e  I11 
T i t l e  I V  ........................... 

........... EX-IM BANK LONG-TEAM LOANS 

MILITARY ASSISTANCE g/ ................. M.A.P. - G r a n t  Aid ......... M.A.P. - C r e d i t  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 n c e  

ASSISTANCE FROM INT 'L. AGENCT 
IBRD - World Bank.. ................. ... UN Tech. Asslt.  (C,Y ending i n  FY) 
I n t l l  Dev. Assoc ia t ion  .............. 
1;lter-Am. Dev. Bank..... ............ 

SINO-SOCIET 2LOC ASSISTANCE ( C Y )  -- 

LOAN $ REPAYXENTS & INTEFJST 
A . I . D .  and P.L. 480 Loans.. .  ........ 
Ex-Irn Bank (Long-Term). ............. 

.............. Other  Government Loans 

g /  Annual d a t a  a r e  n a t  d e l i v e r i e s .  - 

I 

*Less than $50.000 





El Salvador 

ECONOMIC DATA 

Annual Population Growth ....... 2.6% 
Gross National Product (1961)* 

Tota l  ($ Million) ............ 550 ..... Per Capita GNP ( ~ o l l a r s )  220 

AGRICULTURAL PROD. 1M)M (1952-54=100) 
Per Capita Index ................... 

Corn (1000 MT) ................. 
INDUSTRIAL PRODUCTION INDEX (1958=100) 

INTERNATIONAL TRADE ($ Million) ............. Total  Exports ( f .  0.b.) 
Coffee ......................... 

Total  Imports (c.  i . f  .) ............. .................... Trade Balance 

GOLD & FOFEIGN EXCHAIGE (End Y r . - $  Mil) 

....... COST OF LIVING INDEX (1958=100 

% Converted a t  2.5 colones pe r  U.S. d o l l a r  

Agricul tura l  Land .............. Percent of Area 58% 
............. Acres per  Capita 1.1 

Literacy Rate .................. 4% 
Pupi ls  - % of Pop. ( ~ d ~ e c o n d . )  12% 
Life  Expectancy  ears) ........ 51 ............. People per  Doctor .6,150 

El Salvador has made an impressive s t a r t  toward t h e  goals of t h e  Alliance 
f o r  Progress. It has a government committed t o  and embarked upon a f a r -  
reaching program of bas ic  economic and s o c i a l  reform. After  a recent  period 
of p o l i t i c a l  i n s t a b i l i t y ,  it has achieved dramatic progress tovard a primary 
goal  of the  Alliance f o r  Progress - t he  improving and strenthening of demo- 
c r a t i c  i n s t i t u t i o n s .  The Directora te ,  which came in to  power through t h e  
counter-coup of January 1961, immediately pledged i t s e l f  t o  t h e  holding of 
e lec t ions .  Colonel J u l i o  A. Rivera was e lec ted,  taking o f f i c e  i n  July  1962. 
His inaugural address was a commitment i n  t h e  s t rongest  terms t o  the  Al l i -  
ance f o r  Progress. 

The Directora te  government had undertaken t o  improve t h e  conditions of t he  
campesinos and workers with l e g i s l a t i o n  guaranteeing a Sunday day of r e s t  
f o r  r u r a l  workers, minimum wages f o r  commercial employees, lover  r en t s  and 
improvement of conditions i n  slum areas ,  and r e l a t e d  s o c i a l  l eg i s l a t ion .  
Income t a x  r a t e s  were r a i sed  and e f f e c t i v e  exchange controls were introduced 
t o  s t o p  f l i g h t  of c a p i t a l .  On t h e  other  hand, t hese  measures have tended to 
antagonize t h e  powerful upper c l a s ses  whose c a p i t a l  and managerial s k f l l s  . 
make t h e i r  cooperation with t h e  Government of  El Salvador e s sen t i a l .  

The economy of EL Salvador i s  e s s e n t i a l l y  ag r i cu l tu ra l .  Per cap i t a  Gross 
National Product (GNP) approximates $220; however, maldis t r ibut ion of 
income i s  extreme. The t a x  s t ruc tu re  i s  regress ive  t o  a pronounced degree, 
only 10% of government t a x  revenue being obtained from d i r e c t  taxes.  

Although there was appreciable grovth i n  the  economy of EL Salvador during 
the  19501s, public and p r iva te  s o c i a l  services  were t o t a l l y  inadequate. 
Fifty-seven percent of t he  population i s  i l l i t e r a t e ,  and about 50% of t h e  
children of primary school age do not a t t end  school. 

Sixty-three percent of t h e  labdr  force  i s  i n  ag r i cu l tu re  and i s  l a rge ly  
migrant, landless,  and unemployed a subs tan t i a l  p a r t  of t h e  year. More 
than three-quarters of t he  population i s  housed i n  unsanitary and pr imi t ive  
dwellings. Less than 15% of t h e  r u r a l  population has access t o  sa fe  water 
f o r  drinking. 

Although Kl Salvador could be s e l f - s u f f i c i e n t  i n  foodstuffs,  it has long 
been a net  importer of foodstuffs .  Nutr i t ion standards a r e  low. Coffee 
exports make up over 60% of t o t a l  exports and changes i n  p r i ces  of coffee 
have had a marked e f f e c t  on the  economy. 

CONFIDENTIAL 
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The s t rong  commitment t o  the  All iance evidenced by the  present  
government o f f e r s  circumstances i n  which subs tant ia l  economic and 
soc ia l  progress map be achieved. The U.S. s t r a t egy  i s  t o  take 
advantage of these circumstances t o  the  maximum, and t o  provide 
s ~ t ~ s t a n t i a l  support t o  Salvadoran development e f f o r t s .  

Technical a s s i s t ance  w i l l  be given t o  El Salvador f o r  t a x a t  
plhnning and adrniiiistrative reforms J i r e c t e d  toward sus t a in  
ecoqomic development i n  accordance wi th  a long-range econom 
devel opment pl an. 

The Government of El  Salvsdor (GOES) reques ts  fo r  technica l  a 
c a p i t a l  a s s i s t ance  f o r  increased agricul  tura l  product iv i ty  an 
d i v e r s i f i c a t i o n  w i l l  be supported. E l  Salvador 's  need f o r  
technica l  and c a p i t a l  ass is tance  f o r  industrial/commercial d 
opment wi th in  the framework of the Centra l  American in t eg ra  
~ovement  w i l l  be encouraged 2nd supported. 

Assistance f o r  the  development of human resources w i l l  be c 
t i m e d  and concent,rated where most e f f e c t i v e .  

The United S t a t e s  w i l l  encourage p r iva t e  investment and 
f r a s t r u c t u r e  loans  from in t e rna t iona l  sources t h a t  a r e  
productive investments and within the  absorptive capaci  
Salvador. 

This s t r a t e g y  i s  expected t o  r e s u l t  i n  a measurable 
economic a c t i v i t y  and increased Gross National Produ 
w i l l  he lp  support s o c i a l  progress.  

Current  S i t u a t i o n  

Coir~cid ing with the r e tu rn  t o  cons t i t u t iona l  government marked by 
the  inauguration of Pres ident  Rivera, the  GOES es tabl i shed a 
Nl t ional  Council of' Economic Planning and Coordination which, with 
Agenc, f o r  In ternat ional  Development (A.I.D.) ass i s t ance ,  has begun 
the work of long-range development planning and coordination of 
external  a s s i s t ance .  

The l e g i s l a t i v e  assenbly is  reviewing addit ional  t a x  l e g i s l a t i o n  
t h a t  wou1Ld broaden the t a x  base, increase  revenues and c o r r e c t  
i n e q u i t i e s  of l e g i s l a t i o n  t h a t  was h a s t i l y  decreed i n  1961. 

There has been a r e tu rn  t o  s t a b i l i t y  from the  f l i g h t  of c a p i t a l  
t h a t  occurred because of government i n s t a b i l i t y  and ine f fec t ive  
monetary con t ro l s  i n  1961. Foreign exchange reserves which were 

PRlOR and CURRENT PROGRAMS 
(Millions of Dollars) 
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PROPOSED PROGRAM 

dangerously low have now been res tored  t o  a l e v e l  permi t t ing  the  
Central. Bank t o  support development p r o j e c t s .  The GOES i s  vigor- 
ously seeking t o  a t t r a c t  fore ign  inves to r s .  A new apprent iceship  
t r a i n i n g  program was i n i t i a t e d  with a t o t a l  of 100 p a r t i c i p a n t s  by 
the c lose  of 1962. 

A 1.abor code has been enacted t h a t  recognizes organized labor  and 
e s t a b l i s h e s  some wage minimums and working condit ions standards.  
P r i ces  and l i v i n g  cos t s  have remained s t ab le .  Housing, potable 
water supply and l i t e r a c y  programs have been i n i t i a t e d .  

A supervised a g r i c u l t u r a l  c r e d i t  program was begun in  1961 and the 
GOES i s  preparj-ng t o  review land problems and land tenure arrange- 
ments. The economic and soc ia l  reforms decreed by the  provis ional  
government of 1961-62 have been maintained. 

FY 1964 Program 

The primary goal of the A. I . D .  program i n  El Salvador i s  the  devel- 
opment of government i n s t i t u t i o n s  and p o l i c i e s  t h a t  improve the  use 
o f ,  and expand, ava i l ab le  resources. Support w i l l  be given t o  con- 
t inued e f f o r t s  i n  development planning, t a x  and budget administra-  
t i on ,  and r e l a t ed  adminis t ra t ive  management. 
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A major goa l  i s  expanded and more e f f i c i e n t  a g r i c u l t u r a l  produc- 
t i o n  w i t h  improved market ing a d j u s t e d  t o  t h e  C e n t r a l  American 
Common Market.  A s s i s t a n c e  w i l l  be provided f o r  improving a g r i c u l -  
t u r a l  p roduc t ion  and i n s t i t u t i o n s .  

Another impor tan t  goa l  i s  t h e  expansion of i n d u s t r y  and commercial 
f a c i l i t i e s  w i t h i n  t h e  framework o f  t h e  C e n t r a l  American i n t e g r a t i o n  
movement w i t h  emphasis on i n c e n t i v e s  t o  i n c r e a s e d  p r i v a t e  i n v e s t -  
ment. Ass i s tance  i s  proposed to s u p p o r t  i n d u s t r i a l  promotion and 
t r a i n i n g ,  i n d u s t r i a l  development f i n a n c i n g ,  i n f r a s t r u c t u r e  expan- 
s i o n ,  and munic ipa l  markets .  

Another g o a l  i s  t h e  development o f  human r e s o u r c e s  t o  meet t h e  
requ i rements  o f  t h e  expanding economy. Ass i s tance  i s  proposed 
f o r  p r o j e c t s  i n  t e a c h e r  t r a i n i n g ,  manpower and l a b o r  t r a i n i n g ,  
p u b l i c  s a f e t y ,  and p u b l i c  h e a l t h ,  a s  w e l l  a s  c o n s t r u c t i o n  of 
e d u c a t i o n a l  f a c i l i t i e s .  

FY 1964 A .  I . D .  PROPOSED PROGRAM 

(1n m i l l i o n s  o f  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  
A g r i c u l t u r e  
Development Banks and 

F i n a n c i a l  I n s t i t u t i o n s  - 3.8 8.0 
School  C o n s t r u c t i o n  - 3-7 - 

Development Gran ts  - T o t a l  3.1 2.9 2.0 
P u b l i c  A d m i n i s t r a t i o n .  

p lann ing ,  & P u b l i c  safety 0.7 0.6 
A g r i c u l t u r e  0 - 3  0.4 
Educa t ion  1.6 0 .9  
Manpower and  Labor 0.2 0.2 
Other  0 -  5 0 .8  

Deobl iga t ions  During FY 1962 -0.2 xx xx 

Other  U.S. A s s i s t a n c e  
Food f o r  Peace, T i t l e s  I & IV: 

Country Uses 2.0 0.4 - 
( s a l e s  Agreements) (2.0) (0.4)  

M i l i t a r y  A s s i s t a n c e  Program 0.8 1.6 1.6 

iGENCY FOR TNTIL. DEVELOPMENT - 2.8 
Technical  ~ o o ~ . / ~ e v e l o p e n t  G r a n t s  . 0.9 
Development Loans .................. 1 . 6  
Other  A.I.D. ....................... 0 . 3  

O b l i g a t i o n s  and C o d b e n t s  
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 

........... 3OCIAL PROGRESS TRUST FUND. - 

FOOD FOR PEACE (P.L. u 0 )  - TOTAL 0 . 1  .............. T i t l e  I, Country Uses - ............... ( s a l e s  Agreements) ( -) 
T i t l e  I1 ........................... - .......................... T i t l e  I11 0 . 1  ........................... T i t l e  I V  - 

FY 
1961 

EX-M BANK LONG-TERM LOANS ........... 3 .7  

3THEX U.S. ECONOMIC ASSISTANCE ....... 

M 
1962 

ULITARY ASSISTANCE d ................. M.A.P. - Grant Aid 

M 
1946-1962 

......... M.A.P. - C r e d i t  A s s i s t a n c e  .......... Other  Military A s s i s t a n c e  

ASSISTANCE FROM INT'L. A G m C F  ............... IBRD - World Bank.... ... UN Tech. AssTt. (cY ending i n  FY) 
UN Spec ia l  Fund ..................... 

................ Inter-Am. Dev. Bank. 
............ IFC - I n t ' l  Finance Corp 

SINO-SOVIET BLOC ASSISTANCE (CY)  ...... 
LOAN $ REPAYMENTS & INTEREST 

A . I . D .  and P.L. 480 Loans . . . . . . . . . . .  
Ex-Im Bank (Long-~erm) .............. ............. Other  Government Loans. 

Annual data a r e  n e t  d e l i v e r i e s .  

t h a n  
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mrt  not b d i r v l d  I* unaulhar1r.d lndC 
vldmh. Lilt mbr rnakrial h unolaulhd. Guatemala- BASIC ECONOMIC DATA 

Country Background 

CONFIDENTIAL 

Guatemala, the northernmost country of Central America, i s  about the s ize  
of the State  of Ohio and has a population of four million, of which 55% 
a r e  Indians unassimilated as yet  into the soc ia l  s tnlcture and money econ- 
o w  of the country. It has experienced a varied po l i t i ca l  history, high- 
lighted by the termination of a dictatorship in  1944; overthrow of a 
Communist-oriented government, the f i r s t  i n  the hemisphere, i n  1954, fol- 
lowed by two democratically elected governments. 

Guatemala has experienced very l i t t l e  economic and social  progress during 
the  Ydigoras regime, i n  part  as  the resul t  of the  drop i n  world coffee 
prices and governmental rwenues derived therefrom, and i n  part  because of 
the  general p o l i t i c a l  and administrative ineffectiveness of government. 
Indicative of t h i s  stagnation are:  ( a )  a low and s t a t i c  per capita Gross 
National Product (GW) (currently about $180); ( b )  a l o w  level  of invest- 
ment ( l l .5$  of CY 1962 GW); and Ic )  p o l i t i c a l  ins tab i l i ty  marked by recur- 
ring coup attempts and violence. 

....... Annual Population Growth 3.0% Agricultural Land 
Gross National Product (1961)* Percent of Area .............. 1% 

............. Total ($ Million) ............ 680 Acres per Capita 1 . 3  
Per Capita GNP (Dollars) ..... 175 Literacy Rate .................. 30k 
Approx. 1956-61 Growth Rate Pupils - % of Pop. ( ~ r m / ~ e c o n d . )  8% 

Total GNP .................. 4.w Life Expectancy (years) ........ 37 
Per Capita ................. +1.w People per Doctor .............. 6,460 

AGRICULTURAL PROD. INDEX (1952-54=100) 141 
135 115 

175 
Per Capita Index ................... 113 124 157 135 

corn (1000 MT) .................. h95 506 518 543 

INDUSTRIAL PRODUCTION INDEX (1958=100) 10 6 10 6 112 110 

INTERNATIONAL TRADE ($ Piillion) 
Total Exports ( f  .o.b.) ............. 10 7 120 115 117  

......................... Coffee (76) ( 79) ( 69) (72) 
Total Imports (c . i . f . )  ............. 138 - 135 

Trade Balance .................... -27 -19 

GOLD & FOREIGN EXCHANGE (End Yr.-$ Mil) h2 5 2 54 45 

...... COST OF LIVING ImEX (1958=100) 100 98 9 8 101 
(Guatemala C i t y )  

x Converted a t  1 Quetzal per U.S. dol lar .  

a rapid increase i n  the f l i g h t  of capi tal  led the government recently to  
impose exchange controls. While these a r e  pmbleme vhich cannot be readily 
nor wholly solved by governmental action, the Ydigoras Government has not 
been notably energetic o r  effect ive in tackling them. M i o a t i v e  of t h i s  
a re :  (a) a lov -- and descending -- r a t i o  of govermnentel rwenues t o  GNP 
(12.2s in 1962); (b) widespread inefficiency end waste i n  government; and ( c )  
t h e  absence of alTy substant ial  progress in development planning or budget- 
a ry  discipline. 

GuatemLa also has l o w  l i t e racy  rates  (30$), inequitable income distribu- 
t ion,  over-dependence on a few crops, and chronic budget def ic i t s  which 
f o r  several years were concealed by U.S. aid. Continued trade def ic i t s  and 

CONFIDENTIAL 
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management and a d m i n i s t r a t i v e  development process,  and ( b )  sho r t -  
range e f f o r t s  aimed a t  i n f l uenc jng  p o l i t i c a l  developments. It 
assumes, f o r  i t s  long-range ~ l m e n t s ,  t he  ex is tence  of a  govcrn- 
ment w i t h  which t h e  United S t a t e s  can work. The long-range s t r a t -  
egy involves  t h e  fo l lowing  goa l s :  

The Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) w i l l  provide 
s u b s t a n t i a l  t ,echnical  assSs tance  g r a n t s  and l oans  t o  improve 
key Government of Guatemala (GOG) i n s t i t u t i o n s ,  i nc lud ing  f i s -  
c a l  branches of government and i n s t i t u t i o n s  of secondary 
and h igher  educat ion.  

A . I . D .  w i l l  p rov ide  s e l e c t i v e  a s s i s t a n c e  t o  t h e  p r i v a t e  s e c t o r  
t o  xair i ta i i i  Lalarlced deveiopment and t o  nYYset shortcomings i n  
t he  governmental s e c t o r .  

A . I . D .  w i l l  seek a common approach by lending agenc ies ,  such 
a s  I n t e r n a t i o n a l  Bank f o r  Reconstruct ion and Development/ 
I n t e r n a t i o n a l  Development Assoc ia t ion  (IBRD/IDA) , I n t e r -  
American Development Bank ( IDB) , t h e  Export-Import ( Ex-Im) 
Bank, t o  secure  and a s su re  e f f e c t i v e  measures by t h e  GOG t o  
s - ~ p p o r t  development, and t o  encourage these  i n s t i t u t i o n s  t o  
f ocus  on p r i o r i t y  development needs. 

I n  order  t o  a t t a i n  short-range po l i cy  ob j ec t i ve s ,  enhance t h e  
prospec t  f o r  t h e  success ion  of a  democrat ical ly-oriented govern- 
ment i n  t h e  1963  e l e c t i o n ,  and t o  he lp  consol ida te  a successor  
government, A . I . D .  w i l l  undertake s e l e c t e d  p r o j e c t s  s p e c i f i c a l l y  
aimed a t  t h e  problems of p o l i t i c a l  and s o c i a l  u n r e s t  p a r t i c u l a r l y  
as they  might a f f e c t  t h e  1963 e l ec t i on .  

It i s  apparen t  t h a t  t h e  i n t e r n a l  d i f f i c u l t i e s  of Guatemala a r e  of 
cons ide r ab l e  magnitude. Guatemala i s  t h e  most populous country i n  
Cen t r a l  America, p o t e n t i a l l y  one of t h e  r i c h e s t ,  and a key element 
i n  t h e  i n t e g r a t i o n  scheme. Continuing p o l i t i c a l  i n s t a b i l i t y  and 
economic s t agna t i on  would s e r i o u s l y  jeopardize broader  U.S. obdec- 
t l v e s  as w e l l  a s  t h o s e  d i r e c t l y  r e l a t e d  t o  G-atemala. U.S. s t r a t -  
egy t h u s  t a k e s  i n t o  account  bo th  b i l a t e r a l  and r e g i o n a l  ob j ec t i ve s .  

Curren t  S i t u a t i o n  

Gua t ema la~s  p o l i t i c a l  i n s t a b i l i t y  and f i n a n c i a l  d i f f i c u l t i e s  du r ing  
t h e  p a s t  few yea r s  have g r e a t l y  r e s t r i c t e d  soc i a l  and economic 
development. However, d e s p i t e  upse t  condit ions and a gene ra l l y  
unfavorab le  investment  c l imate ,  l i m i t e d  progress  has  been exper i -  
enced i n  t e x t i l e  and e l e c t r i c  power production and consumption. 
With t h e  r a t i f i c a t i o n  of t h e  Investment Guaranty Agreement i n  

PRIOR and CURRENT PROGRAMS 
fMillions of Dollars\ 

lliancc for Progress 

PROPOSED PROGRAM 

FY 1964 4.5 u 

nllmnce lor Progress G~onls 

Augxst 1962, Guzternala has h e g m  process ing  a backlog of jl i nves t -  
ment guaran ty  a p p l i c a t i o n s  which t o t a l e d  $104 mi l l i on  a s  of  
December 31, 1962. 

A Guaranteed Mortgage Law, s i m i l a r  t o  Federa l  Housing Administra- 
t i o n  (FHA), passed i n  1961, i s  providing f o r  a  l i m i t e d  number of 
23-year housing mortgage loans .  An I D B  Soc i a l  Progress  T rus t  
Fund (SPTF) loan  approved i n  October 1962, p rovides  $3 mi l l i on  f o r  
a ided  s e l f -he lp  housing and $2 mi l l i on  f o r  sav ings  and loan  opera- 
t i o n s ,  Since t h e  1954 r evo lu t i on ,  Guatemala has  s e t t l e d  5,000 
farm f a m i l i e s  on 50-acre farms and more than  20,000 on subs i s t ence  
p l o t s .  The new Agrarian Reform Law of Octoher 1962, and a SPTF 
loan  under cons ide r a t i on  by I D R  should enable  Guatemala t o  expand 
i t s  a g r a r i a n  re form program. 

Guat,emalafs f i r s t  Income Tax Law was passed i n  November 1962, and 
a C i v i l  Serv ice  Law, designed t o  provide f o r  a  c a r e e r  government 
s e rv i ce ,  appears  t o  be r ece iv ing  f avo rab l e  cons ide r a t i on  by t h e  
Congress. 

FY 1964 Program 

The goa l s  o f  t h e  proposed a i d  program a r e  designed t o  c a r ry  out  
U.S. s t r a t e g y  and t h u s  combine el-ements t h a t  a r e  i n  p a r t  p o l i t i -  
c a l l y  motivated w i th  s t r i c t l y  developmental el.ements. Cooperat ive 
GOG e f f o r t s  may be l a r g e l y  cont ingent  on r e s u l t s  of t h e  December 
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viduals. 1\11 other material is unclauified. FINANCIAL DATA - 
1963 e l e c t i o n .  Goal I. Improved government p o l i c i e s .  p l a n n i n g ,  and 
a d m i n i s t r a t i o n ,  t o  permi t  ( a )  an i n c r e a s e  of GOG revenues t o  15% of  
Gross Nat iona l  Product  (GNP) by 1965; ( b )  a  100% i n c r e a s e  i n  GOG 
budget f o r  a g r i c u l t u r e  by 1967; ( c )  e f f e c t i v e  GOG educa t ion  p o l i -  
c i e s  and p r i o r i t i e s  by 1965; and ( d )  a  long-range p l a n  coord ina ted  
wi th  r e g i o n a l  development p l a n s  by 1965. Grants  and l o a n s  f o r  
improved p lanning  and a d m i n i s t r a t i o n  of f i n a n c e ,  a g r i c u l t u r e ,  and 
educa t ion  i n s t i t u t i o n s  a r e  proposed. Goal 11, S u s t a i n e d  p r i v a t e  
s e c t o r  inves tment ,  i n  i n d u s t r y ,  a g r i c u l t u r e ,  commerce and s e r v i c e s .  
Grants  and l o a n s  a r e  proposed f o r  c r e d i t ,  improved market ing,  and 
g r e a t e r  p a r t i c i p a t i o n  of  t h e  p r i v a t e  s e c t o r  i n  GOG p lanning .  Goal 
111 ,  Development of s k i l l s  and f u t u r e  l e a d e r s h i p .  Gran ts  a n d F  
l o a n s  t o  San C a r l o s  U n i v e r s i t y  and f o r  c o n s t r u c t i o n  of  two model 
secondary schools  a r e  proposed. S p e c i f i c  u n i v e r s i t y  t a r g e t s  i n c l u d e  
a  g e n e r a l  s t u d i e s  program i n  con junc t ion  w i t h  t h e  C e n t r a l  American 
Univers i ty  improvement program, a n  I n s t i t u t e  of A d m i n i s t r a t i v e  
S c i e n c e s ,  and a  c e n t r a l  l i b r a r y  by 1965. Goal I V ,  Improved i n t e r n a l  
s t a b i l i t y .  Grants  a r e  proposed f o r  c o n t i n u a t i o n  of t h e  c i v i c  a c t i o n  
l i t e r a c y  program and expanded T i t l e  I11 food and p u b l i c  s a f e t y  
programs. Non-goal o r  t e r m i n a t i n g  a c t i v i t i e s  i n c l u d e  improvement 
of communications, mala r ia  e r a d i c a t i o n ,  t e c h n i c a l  s u p p o r t ,  a  f i s h i n g  
p o r t  c o n s t r u c t i o n  l o a n ,  and a g r i c u l t u r a l  d i v e r s i f i c a t i o n .  

FY 1964 A.I.D. PROPEED PROGRAM 

(1n  m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Es t imated  Proposed 

Development b a n s  - T o t a l  - 4 . 2  - a 
T r a n s p o r t a t i o n  3 . 2  
Educat ion 1 . 0  

Development Grants  - T o t a l  4 .2  2 . 7  4.5 
A g r i c u l t u r e  1.6 0 . 4  0 .7  
Educat ion 0 .9  0 . 8  1 . 4  
Hea l th  and S a n i t a t i o n  0 . 9  0.6 0 . 5  
P u b l i c  S a f e t y  and P u b l i c  Admin. 0 . 8  0 . 5  0 . 9  
Other 0 . 3  0 .4  1 . 0  

Deobl iga t ions  During FY 1962 -0.3 xx xx 

Other U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program 2 . 9  2 . 5  2 .? 

a /  Development l e n d i n g  contemplated.  Loan a p p l i c a t i o n s  w i l l  be  - 
cons idered .  

Note: On March 30,  1963 t h e  Ydigoras Government was overthrown by 
a  coup d ' e t a t .  The Congress has  been d i s s o l v e d ,  and e l e c t i o n s  
scheduled  f o r  t h i s  y e a r  have been c a n c e l l e d .  % s i c  elements of  
U.S. o b j e c t i v e s  and s t r a t e g y  a r e  p r e d i c a t e d  on t h e  e x i s t e n c e  of a  
government w i t h  which t h e  United S t a t e s  can work. The new G E ,  
recognized by t h e  Uni ted  S t a t e s  o n  A p r i l  17, 1963, h a s  pledged 
f u l l  suppor t  o f  t h e  A l l i a n c e  f o r  Progress .  36 - 

O b l i g a t i o n s  and Cormnitment s FY 
( m i l l i o n s  of d o l l a r s  & d o l l a r  .quiv.) I lzl 1 1 2 2  1 1946-1962 

AGENCY FOR INT'L. DEVEXQPMENT - TOTBk 20.9 
Technical  ~ o o ~ . / ~ e v e l o ~ m e n t  G r a n t s  . 3 . 1  .................. Development Loans 7 . 5  ....................... Other  A.I.D. 10.3 

........ SOCIAL PROGRESS TRUST FUND.. - 

FOOD FOR PEACE (P.L. 480) - TOTAL 0 .4  
T i t l e  I, Country Uses .............. - 

( s a l e s  ~ g r e e r n e n t s )  ............... ( -) 
T i t l e  I1 ........................... - 
T i t l e  I11 .......................... 0 . 4  
T i t l e  IV ........................... - 

........... EX-IM BANK LONG-ElU4 LOANS 10 .5  

....... OTHER U.S. ECONOMIC ASSISTANCE - 

MILITARY ASSISTANCE d ................. M.A.P. - Grant Aid 0 . 4  
M.A.P. - C r e d i t  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 n c e  .......... - 

ASSISTANCE FROM INT'L. AGENCIES 
.................. IBRD - World Bank - 

UN Tech. Ass't .  ( C Y  ending i n  FY) .  . 0.3 
UN S p e c i a l  Fund .................... 0 . 6  
Inter-Am. Dev. Bank. ............... 0 . 1  
IFC-Int '1. Finance Corp.. .......... - 

. . . .  SINO-SOVIET BLOC ASSISTANCE (CY). 

LOAN $ REPAYMENTS & INTEREST 
A. I. D.  and P.L. 480 Loans..  ........ 0 . 1  
Ex-Im Bank (Long-Term) ............. 0 . 2  
Other Government Loans..  ........... - 

Annual d a t a  a r e  n e t  d e l i v e r i e s .  
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ridumls. AH other m.*rial k unrlatsled. Honduras- BASIC 

Area lea. mi.) 43.000 

Country Background 

ECONOMIC DATA 

....... Annual Population Growth 3 . G  
Gross National Product (1961)* 

Tota l  ($  illi ion) ............ 395 
Per  Capita GNP (Dollars)  ..... 207 
Approx. 1956-61 Growth Rate 

Total GNP .................. 3.4% 
Per Capita ................. +0.4% 

AGRICULTUFtAL PROD. INDEX ( l952-5l4=lOO) 
Per Capita Index ................... ................. Corn (1000 MT) 

ELECTRIC PCMER OUTFIJT (KWH per  capi ta)  

I ~ ~ T I  ONAL TRADE ($ Mill ion)  
Tota l  w o r t s  (f .o.b.) ............. 

........................ Bananas 
Tota l  Imports ( c . i . f  .) ............. 

Trade Balance .................... 
GOLD & FOREIGN EXCHANGE ( ~ n d  Y r .  -$ Mil) 

...... COST OF LIVING INDEX (1958=100) 
( Tegucigalpa) 

9 Converted a t  2 Lempiras pe r  U.S. do l l a r .  

Agr icul tura l  Land .............. Percent of Area 25% ............. Acres pe r  Capita 3.5 
Li teracy Rate .................. 35% 
Pupi ls  - % of Pop. ( ~ r i m / ~ e c o n d . )  1% ........ Life Expectancy (years)  .............. People pe r  Doctor lr,800 

Honduras i s  a mountsinous country,  t h e  second l a r g e s t  i n  Central  America 
(about t h e  s i z e  of Permsylvanla), and one of t h e  poorest and l e a s t  devel- 
oped i n  a l l  La t in  America. The s o c i a l  s t r u c t u r e  i n  Honduras i s  unusual 
f o r  Lat in  Amerlca m t h a t  p o l i t i c a l  con t ro l  and power a r e  not exercised 
by any s ing le  s p e c i f i c  economic group. The present  government, follow- 
m g  many years of caudil lo-type regimes, 1 s  a f r a g i l e  experiment i n  p o l i t -  
i c a l  matur i ty  and r e s p o n s i b i l i t y  and has not' ye t  been a b l e  t o  exerc ise  
e f f e c t i v e  leadership  i n  deal ing  with t h e  coun t ry f s  bas ic  problems. The 
democratic s t r u c t u r e  of t h e  country i s  precar ious  and could e a s i l y  be  
overturned by t h e  present underlying tens ions .  A primary ob jec t ive  of 
U.S. pol icy  i s  a peaceful  and c o n s t i t u t i o n a l  e l e c t i o n  i n  October 
1963. 

Honduras' i n f r a s t r u c t u r e  i s  inadequate f o r  economic development. The 
country has a low r a t e  of c a p i t a l  f o m t i o n  (13% of Gross National 
Product ( G N P ) ) ,  inadequate government revenues (9% of GNP), chronic 
budget d e f i c i t s ,  inadequate land use  and d i s t r i b u t i o n ,  over-dependence on 
one crop (bananas) f o r  fore ign exchange earnings ,  and inadequate c r e d i t .  
Approximately 80% of t h e  population der ives  i t s  l i ve l ihood  from agr icul -  
t u r e ,  and 40% a r e  subs is tence  farmers who do not  p a r t i c i p a t e  i n  t h e  money 
economy. About 65b of t h e  population i s  i l l i t e r a t e ,  t e chn ica l  and admin- 
i s t r a t i v e  s k i l l s  a r e  scarce ,  and heal th  s tandards  a r e  low. Lawlessness 

dnd b a n d i t r y a r e  r i f e ,  hindering s t a b i l i t y  and economic growth. The 
Comunist Party i n  t h e  country i s  smal l  but ac t ive .  

Nevertheless, s u b s t a n t i a l  c a p i t a l  has been made ava i l ab l e  over t he  l a s t  
t h r e e  years by In t e rna t iona l  Bank f o r  Reconstruction and Development 
(IBRD)/International Development Association (IDA) and Agency f o r  
In t e rna t iona l  Development (A .I . D .  ) / ~ e v e l o ~ m e n t  Loan Fund (DLF) f o r  i n f r a -  
s t r u c t u r e  development; and i n t e r e s t  i s  being shown by fo re ign  inves to r s  
i n  developing t h e  coun t ry ' s  t imber and o i l  resources.  These l a t t e r  
p ro j ec t s  would have inpor tant  bene f i t s  i n  terms of income, employment, 
government revenues and fore ign exchange. Honduras i s  s t rongly  support- 
i ng  Centra l  American economic in t eg ra t ion  which w i l l  be b e n e f i c i a l  t o  
t h e  country. 

CONFIDENTIAL 



Country: HONDURAS 

1 1  C n l - 2  . . A :  
u . d .  U UJ C L  bl~C"i"d ; l t ~ g /  - 

U.S.  s t r a t e g y  is  one of s o l c c t i v e  invo 

Shaded .,.as ara SECURITY CLASSIFIED and 
must not be divulged to unwthorimd indi- 
viduals. All othw nularial is uncl.ssili.d. 

lvement i n  t h e  Hondmqn d p -  
V&UJ+~IIL process .  Lmnled~ittf> assistance w i l l  he prov ided  by Agency 
f o r  I n t e r n a t i o n a l  Devi~lopment (A.  I .D. ) t o  hc lp  t h v  Government of 
Honduras (GOH) deve lop  a  rornprchcnsive r u r a l  dcvelopnent  p l a n .  
S p e c i f i c  s e l f - h t , l p  c o n d i t i o n s  such a s  t h o s f  r e l a t i n g  t o  removnl o f  
impediments t c  investrncnt , i n c r c a s e s  i n  government revenues,  p  
r e s s  i n  planning,  a n d  improvements i n  t h e  .agrarian reform 1 
r e g a l a t i o n s ,  w i l l  b e  a t t a r l l i d  t c ~  p r o j e c t s  proposfd f o r  A . I .  
nanr ing  . I n t e r - A n ~ r r i r a n  Devf lr>pmtmt Bank ( IDB) , I n t e r n a t i o n a l  Bank 
f o r  R e c o n s t r u c t i c n  and ~ ~ v c . l o ~ m m t / I n t e r n a t i o n a l  Deve lopmat  Asso- 
c i a t i o n  (IBRD/IDA) , and Export-7nport (EX-1m) Bank  w i l l  be  rncour-  
aged t o  c o n d i t i o n  t h e i r  l e n d i n g  cn t h e  same d e s i r e d  reforms.  Also,  
IRRD/IDA and Zx-In? Rank w i l l  bc cmcouraad  t o  fncus on i n f r a s t r u c -  - 
t u r e  l o a n s ,  p a r t i c u l a r l y  power and roads,  and IDB t o  f o c u s  on 
ho~1sing as we1 1 a s  i n f r a s t r u c t u r e  f i n a n c i n g .  

I n  FY 1964,  a s s i s t a n c e  t o  Fondmas i s  d i r e c t e d  toward t h r e e  major  
g o a l s  : 
1. Improvemrnt of  t h e  goverrunent 's a d m i n i s t r a t i o n ,  i n c l u d i n g  po l -  

i c i e s  and p l a n n i n g  t o  permi t  an i n c r e a s f  i n  t a x  revenues t o  I5$ 
of  Gross  National Product  (GPP) by 1967; complet ion o f  a  com- 
p r e h e n s i v e  development p l a n  l i n k e d  t o  C e n t r a l  American i n t e -  
g r a t i o n  by 1967; and fnactmcnt  of  a  b a s i c  C i v i l  S e r v i c e  law. 

2. R u r a l  development t o  e x p l o i t  Honduras' ample a g r i c u l t u r a l  po- 
t e n t i a l  by improvement of t h e  e x i s t i n g  a g r a r i a n  re form law 
and r e g u l a t i o n s  by mid-1963; 50% i n c r e a s e  i n  t h e  a g r i c u l t u r e  
component of t h e  budget by 1965; and superv ised  a g r i c u l t u r a l  
c r ~ d i t  f o r  3,000 small  fsrms by 1965. 

3. Educa t iona l  development t o  provide t h e  human r e s o u r c e s  neces- 
s a r y  f o r  development. This  i n c l u d e s  a  reduc t ion  o f  t h e  illit- 
e r a c y  r a t e  t o  453  by 1968; i n c r e a s e  of 30$ i n  t h e  1962 educa- 
t i o n  component of  t h e  budget  by 1965; and t e r m i n a t i o n  of t h e  
e d u c a t i o n  s e r v i c i o  by 1965. 

Cur ren t  S i t u a t i o n  

The p r e s e n t  Government of Honduras has mlde -omrnitments t o  s o c i a l  
and ?cor.o:nic dcvclopiiient under  t h *  A l l i d l i i  t: f u l  F rogrzss  and i s  
s t r o n g l y  suppor t ing  C e n t r a l  American Ezonomic I n t e g r a t i o n .  

A r e v i s e d  income t a x  law has been presen ted  t o  t h e  1963 Congress. 
A new Customs and I n t e r n a l  Revenue O f f i c e  was e s t a b l i s h e d  on 
December 7, 1362 a s  p a r t  of  -in s t t e m p t  t o  improve a d m i n i s t r a t i o n  
of e x i s t i n g  revenue laws.  The a g r a r i a n  reform law,  a l though  de- 
f i c i e n t  i n  some key r e s p ~ c t s ,  has  been passed.  A modern petroleum 
law has been passed,  enab l ing  a  U.S. f i r m  t o  begin e x p l o r a t i o n s .  
The government h a s  approved a  f e z s i h i l i t y  survey prc=paratory t o  

?!?!OR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  
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p o s s i b l e  development of  a  pulp and paper  i n d u s t r y ,  and a  r e v i s i o n  
o f  l i m i t a t i o n s  i n  t h e  p r e s e n t  f o r e s t r y  law i s  before  t h e  Congress. 

Under t h e  a i d e d  s e l f - h e l p  school  c o n s t r u c t i o n  program, 150 c l a s s -  
rooms (26 s c h o o l s )  w i l l  have bzen completed by June 30, 1963, and 
c o n s t r u c t i o n  i s  underway t o  double t h s  c a p a c i t y  of t h e  t h r e e  nor- 
mal schools  t o  meet i n c r e a s e d  requi rements  f o r  t e a c h e r s .  Also, 
under  t h e  educa t ion  program, 50,000 p r e - f i r s t ,  50,000 f i r s t  grade 
and 25,000 second grade r e a d e r s  have been publ i shed  and d i s t r i b -  
u t e d  t o  t h e  c h i l d r e n .  The work of  t h e  I n s t r u c t i o n a l  M a t e r i a l s  
Cente r  i s  be ing  coord ina ted  with t h e  Educat ion M a t e r i a l s  Center  
of  t h e  Regioqal  O f f i c e  f o r  C e n t r a l  America and Panama (ROCAP). 

FY 1964 Program 

The A . I . D .  program f o r  M 1964 w i l l  be c o n c e n t r a t e d  on a  r u r a l  
development p r o p e n  t o  i n p m ~ r e  t h e  country':: a g r i c u l t u r a l  poten- 
t i a l  and t o  r a i s e  t h e  l i v i n g  s t a n d a r d s  of s u b s i s t e n c e  fa rmers .  
Area development w i l l  i n c o r p o r a t e  modern a g r i c u l t u r a l  t echniques  
f o r  l a n d  c l a s s i f i r a t i o n ,  ex tens ion  s e r v i c e ,  a g r i c u l t u r a l  c r e d i t ,  
c r o p  and l i v e s t o c k  produc t ion  and d i v e r s i f i c a t i o n  and market ing 
and s t o r a g e .  As an a r e a  i s  developed, schools  and h e a l t h  r e n t e r s  
w i l l  be c o n s t r u c t e d  under  t h e  a i d e d  s e l f - h e l p  program p r e s e n t l y  
underway. 

A s s i s t a n c e  i s  t o  be provided i n  t h e  f i e l d  of p u b l i c  admin is t ra -  
t i o n  and economic p lanning .  Inc luded  w i l l  be a d v i c e  and t r a i n i n g  

Revised A p r i l  30, 1963 
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i n  i n c r e a s i n g  t a x  revenues,  a i d  i n  developing a  C i v i l  Se rv i ce  law 
and reforms i n  personnel  admin i s t r a t i on ,  budgeting and f i s c a l  re -  
forms, and p lanning  f o r  t h e  c o u n t r y ' s  economic development and i t s  
p a r t  i n  t h e  Cen t r a l  Ameri-an I n t e g r a t i o n  movement. 

P r o j e c t s  i n  aduca t ion  and l a b o r  w i l l  a s s i s t  i n  developing t h e  
human resources  necessary  f o r  t h e  coun t ry ' s  s o c i a l  and economic 
p rog re s s .  

IBRD/IDA have approved l oans  p r ima r i l y  f o r  highways and power; 
IBRD i s  a l s o  f i n a n c i n g  a  survey of a d d i t i o n a l  needs. I D B  has  
approved l oans  f o r  housing, l a r g e  water  supp l i e s ,  and a g r i c u l t u r a l  
c r e d i t  and has r e ce ived  proposa ls  f o r  access  roads and a d d i t i o n a l  
water  supp l i e s  f o r  cons ide r a t i on .  

FY I 964 A .I . D .  PROPOSED PROGRAM 

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

FY 1962 Est imated Proposed 

Development Loans - T o t a l  - - 1 -6 - d 
School Constmc t lcm - 0.6 
Rural Water Suppl lea  - 1 .0  

Development Grants  - Tota l  = 2.9 3 .2  2.5 
Agr i cu l t u r e  0.5 0.5 0.6 
Education 0.6 1 .3  0.7 
Pub l i c  Adminis t ra t ion  0 . 3  0.3 0.5 
Other  1 . 5  1.1 0 .7  

Deobl iga t ions  During FY 1962 xx xx 

Other U.C. As s i s t snce  

Military Ass i s t ance  Program 1 . 0  1 . 5  1 - 3  

Less  than  $50,000. 
Development l end ing  contemplated. Appl ica t ions  w i l l  be con- 

s i de r ed .  

i FINANCIAL DATA - 
I 

Obl iga t ions  and Conrmitmenta FY FY FY 
(mi l l i ons  o f  d o l l a r s  & d o l l a r  equiv.)  1961 1962 1946-1962 

AGENCY FOR INT'L. DEXELDPMENT - TOU 5.1 
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants  . 1  .6 
Development Loans .................. - 
Other A . I . D .  ....................... 3.5 

FOOD FOR PEACE (P.L. 480) - TOTAL 0.3 
T i t l e  I, Country Uses .............. - ............... ( s a l e s  ~ g r e e m e n t  s )  ( -1 
T i t l e  I1 ........................... - 
T i t l e  I11 .......................... 0.3  
T i t l e  I V  ........................... - 

EX-IM BANK LONG-TERM LOANS ........... - 

OTHER U . 3 .  ECONOMIC A3SISTANCE ....... - 

MILITARY ASSISTANCE 4 ................. M.A.P. - Grant Aid 0.3 
M.A.P. - C r e d i t  Ass i s tance  ......... - 
Other M i l i t a r y  Ass i s tance  .......... - 

ASSISTANCE FROM INT'L. AGENCIES 
IBRD - World Bank. .................. - 

... U N  Tech. A s s ' t  ( C Y  ending i n  FY) .  0 . 2  
................... UN Spec ia l  Fund.. O.l+ 

.............. I n t ' l  Dev. Assoc ia t ion  9 . 0  
................ Inter-Am. Dev. Bank. 2.L 

SINO-SOVIET BLOC ASSISTANCE ........... - 

LOAN $ REPAYMENTS & INTEREST 
......... A . I . D .  and P.L. 480 Loans..  - ............. Ex-Im Bank ( ~ o n ~ - ~ e r m ) .  0.2 

Other Government Loans .............. - 

Annual d a t a  a r e  n e t  d e l i v e r i e s .  
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Nicaragua 

Nicaragua- BASIC ECONOMIC DATA 

Country Back~round 

Nicaragua i s  pr imar i ly  an a g r i c u l t u r a l  country. Indmt ry  i s  growing 
slowly but  represents  only 20% of Gross National Product (GNP). Effor ts  
made by t h e  Government of Nicaragua t o  d i v e r s i f y  i t s  a g r i c u l t u r a l  produc- 
t:.on have lessened a downward t r end  i n  a g r i c u l t u r a l  income. Despite 
gradual ly  increas ing fo re ign  exchange reserves  and f i s c a l  s t a b i l i t y ,  t h e r e  
has been no s t rong growth t rend.  

Luis Somoza became Pres ident  a f t e r  t h e  a s sa s s ina t ion  of h i s  f a t h e r  i n  1956 
and was e l ec t ed  t o  a six-year term i,n 1957. He announced a pol icy  of 
t r a n s i t i o n  t o  a more democratic form of government and genera l ly  has 
adhered t o  t h i s .  The opposit ion has been f r e e  t o  ca r ry  out n o r m a l p o l i t i -  
c a l  a c t i v i t i e s .  Many ex i l e s  have re turned home and t h e  p re s s  has been 
f r e e  when t h e  country has not been under a s t a t e  of s iege .  In 1959, by 
Cons t i t u t iona l  Amendment, t h e  Pres ident  excluded himself and h i s  c lose  
r e l a t i v e s  from t h e  p r e s i d e n t i a l  race  i n  February 1963. The ru l ing  l i b e r a l  
pa r ty  nominated D r .  Rene Schick, t h e  former Foreign Minister,  who won t h e  
e l ec t ion .  Luis Somoza's brother ,  Anastasio,  continues i n  t h e  key job a s  
head of t h e  armed fo rces .  The p r i n c i p a l  opposi t ion  i s  t h e  T rad i t i ona l  
Conservative Par ty  (KT)  which refused t o  p a r t i c i p a t e  i n  t h e  e l ec t ion  
because t h e  Government would not agree  t o  Organization of American S ta t e s  
(OAS) e l ec t ion  supervision.  

Lnnual Population Growth ....... 3 . u  Agr icul tura l  Land .............. k o s s  National Product (1961)* Percent of Area 10% 
............. Total  ($ Million) ............ 325 Acres per Capita 2.3 .................. Per  Capita GNP (Dollars) ..... 213 Li teracy Rate b@ 

Approx. 1956-61 Growth Rate Pupi ls  - % of Pop. ( ~ r m / S e c o n d . )  10% 
Total  GNP .................. 3 .N  Life Expectancy (yea r s )  ........ 50 ............. ................. Per Capita - 0 . u  People per  Doctor .2,820 

\GRICULTURAL PROD. INDM (1952-5b=100) 109 166 
Per Capita Index ................... 98 

Corn (1000 MT) ................. 97 116 119 123 

<LECTRIC POWER OUTPUT (KWH p e r  cap i t a )  117 125 131 136 

CNTERNATIONAL TRADE ( 8  Mill ion)  ............. Total  Exports ( f  .o.'o.) 65 56 61  72 
Cotton ......................... (29) ( 15) (18) (27) 

............. Total  Imports ( c . i . f . )  67 - 7 2 - 95 
-16 

7b - .................... Trade Balance - 2 -13 -23 

;OLD & FOREIGN EXCHANGE (End Y r  .-$ Mil) 1.0 10 l b  19 

...... :OST OF LIVING INDEX (1958=100). 97 95 95 95 
( Managua) 

* Converted a t  7 cordobas per  US do l l a r .  

The economy of t h e  country i s  character ized  by a vas t  d i s p a r i t y  i n  t h e  d i s -  
t r i b u t i o n  of wealth. About 5% of t h e  population owns almost h a l f  of t h e  
ava i l ab l e  land i n  a country whose major source of income i s  ag r i cu l tu re .  
The r u r a l  population has no potable water systems. About 15% of t h e  e n t i r e  
population has a c t i v e  tuberculos is ;  some 80% has i n t e s t i n a l  p a r a s i t i c  infec- 
t i on .  Eighty-five percent of Nicaraguans do not have even minimal s an i t a -  
t i o n  f a c i l i t i e s .  

The most recent and accura te  educational survey ind ica t e s  t h a t  about 60% of 
t h e  Nicaraguan people a r e  i l l i t e r a t e .  S ix ty  percent of school-age chi ldren  
a r e  unable t o  a t t end  school. Only 7% of t h e  school chi ldren  reach t h e  
fou r th  grade. 
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f o r  Nicaragua i s  t h e  important  c o n s i d e r a t i o n  of a  change i r i  ad- 
m i n i s t r a t i o n  on May 1, 1963. While t h e  new Pres iden t ,  Rene Schick,  
h a s  heen a s s o c i a t e d  w i t h  and sponsored by t h e  Somoza b r o t h e r s ,  
t h e r e  i s  a p o s s i b i l i t y  t h a t  he w i l l  prove capable of governing i n  
h i s  own r i g h t .  The o b j e c t i v e  of  a s s i s t a n c e  s t r a t e g y  i s  t o  exp lore  
a1 I o p p o r t u n i t i e s  f o r  encouraging t h e  incoming a d m i n i s t r a t i o n  t o  
under take  A l l i a n c e  f o r  Progress  reforms.  

A t  t h e  o u t s e t  A . I . D .  w i l l  conf ine  i t s e l f  t o  a s s i s t a n c e  t o  key 
government i n s t i t u t i o n s  concerned w i t h  development, w i t h  emphasis 
on e f f e c t i v e  p lanning .  Technical and f i n a n c i a l  a s s i s t a n c e  w i l l  
be provided t o  suppor t  Nicaraguan government e f f o r t s  t o  i n c r e a s e  
t a u  reyenllps t h a t  may  he ljevntled t.0 i n f r a s t . r i ~ c t . i ~ r ~ !  and nt.her eco- 
nomic development a c t i v i t y .  A s  i n c r e a s e s  i n  revenues o r  o t h e r  
s i g n i f i c a n t  measures a r e  taken toward reform and growth, c a p i t a l  
a s s i s t a n c e  w i l l  be r e l a t e d  t o :  ( a )  monetary p o l i c i e s  which w i l l  
l i b e r a l i z e  c r e d i t  w i t h i n  reasonaFLe tounds; (b)  e f f e c t i v e  a g r a r i a n  
reform measures; ( c )  f u r t h e r  i n c r e a s e s  i n  revenues: and ( d )  com- 
p l e t i o n  o f  a  r e a l i s t i c  long-range development p lan .  

The U.S. Government w i l l  encourage i n t e r n a t i o n a l  agenc ies  t o  r e -  
q u i r e  s e l f - h e l p  measures b e f o r e  ex tending  f i n a n c i a l  a s s i s t a n c e  t o  
Nicaragua. When genuine s e l f - h e l p  i s  apparent ,  t h e  U.S. Government 
w i l l  s u p p o r t  l o a n s  t o  Nicaragua t h a t  concent ra te  on economic and 
s o c i a l  i n f r a s t r u c t u r e  and a g r i c u l t u r a l  investment geared t o  C e n t r a l  
American economic i n t e g r a t i o n .  

Cur ren t  S i t u a t i o n  

P r i o r  t o  t h e  1963 n a t i o n a l  e l e c t i o n s  t h e r e  had been c o n s i d e r a b l e  
r e l u c t a n c e  t o  make commitments t o  long-range development a c t i v i -  
t i e s  w i t h o u t  suppor t  from t h e  incoming a d m i n i s t r a t i o n .  Ths newly 
e l e c t e d  goverrment w i l l  n e c e s s a r i l y  s e t  t h e  tone and pace of  s e l f -  
h e l p  and reform t h a t  w i l l  determine t h e  magnitude of  t h e  develop- 
ment program. I t  w i l l  b e n e f i t  from f i n a n c i a l  s t a b i l i t y .  The 
government budget ,  however, i s  balanced only by l i m i t a t i o n s  on 
spending i n  t h e  f a c e  of  inadequate p u b l i c  revenues. 

A l t h o ~ g h  i n t e r n a l  domestic c r e d i t  may be i n s u f f i c i e n t  f o r  expanding 
development, Nicaragua has  maintained a  so-md c r e d i t  r a t i n g  i n  i t s  
i n t e r n a t i o n a l  l o a n s .  The banking i n s t i t u t i o n s  of  t h e  National  Bank 
and t h e  Development Corpora t ion  form t h e  b a s i s  f o r  a d m i n i s t e r i n g  
expanded c r e d i t  programs. In  1962 Nicaragua e s t a b l i s h e d  a  Nat iona l  
Planning O f f i c e  which a l though  u n d e r s t a f f e d  has begun t h e  p r o c e s s  
o f  development planning.  An i n d u s t r i a l  developaent l aw passed  i n  
1958 encourage- p r i v a t e  investment  i n  t h e  country.  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I Loons 

PROPOSED PROGRAM 

Tax and a g r a r i a n  reform l e g i s l a t i o n  has  been t h e  s u b j e c t  of  open 
d i s c u s s i o n  a l though  t h e r e  cnn t . in i~es  t.o he a l a c k  of  a c t i o n  i n  
t h e s e  a r e a s .  A . I . D .  p r o j e c t s  f o r  b u i l d i n g  schools ,  improving 
educa t ion  l e v e l s  and b e t t e r i n g  h e a l t h  c o n d i t i o n s  have brought  
meaning a t  t h e  popula r  l e v e l  t o  t h e  A l l i a n c e  f o r  Progress  i n  
Nicaragua. The newly e l e c t e d  P r e s i d e n t  h a s  announced t h a t  t h e  
count ry  w i l l  adhere f u l l y  t o  t h e  p r i n c i p l e s  and requi rements  of 
t h e  A l l i a n c e  . 

The primary goa l  i n  Nicaragua i s  t h e  adopt ion  of  e f f e c t i v e  govern- 
mental p o l i c i e s ,  p lann ing  and a d m i n i s t r a t i o n  which w i l l  r e s u l t  i n  
cons iderab le  i n c r e a s e  i n  l o c a l  revenues,  more l i b e r a l  c r e d i t  an3 
adopt ion  of  a  r e a l i s t i c  long-range development p l a n  c o n s i s t e n t  
w i t h  t h e  A l l i a n c e  f o r  Progress .  Development g r a n t s  w i l l  be made 
t o  suppor t  e f f o r t s  of  t h e  Government of Nicaragua t o  develop over- 
a l l  economic p l a n s  an3 s e l e c t e d  s e c t o r  p lans .  Development l o a n s ,  
t echnica l  a s s i s t a n c e  and t r a i n i n g  w i l l  a l s o  be furn i shed  t o  sup- 
p o r t  p u b l i c  a d m i n i s t r a t i o n  e f f o r t s  i n  t a x a t i o n  and budget reforms,  
and i n d u s t r i a l  development. 

Another major goa l  i n  Nicaragua i s  rural .  development i n c l u d i n g  an 
e f f e c t i v e  a g r a r i a n  law t h a t  w i l l  encourage widespread land  owner- 
s h i p  and development o f  u n s e t t l e d  a r e a s ;  market ing,  e l e c t r i f i c a t i o n  
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and housing c o o p e r a t i v e s ;  superv i sed  a g r i c u l t u r a l  c r e d i t ;  and an 
e f f e c t i v e  M i n i s t r y  of  A g r i c u l t u r e  t o  s u p p o r t  t h e  r u r a l  development 
program. The A . I . D .  program f o r  FY 1961, i n c l u d e s  t e c h n i c a l  a s s i s t -  
ance t o  s u p p o r t  r u r a l  development and a p p r o p r i a t e  r u r a l  developnent  
l o a n s  t o  p e r m i t  t h e  i n i t i a t i o n  of  programs of superv ised  c r e d i t ,  
c o o p e r a t i v e s  and c o l o n i z a t i o n .  

Other  funds w i l l  he employed f o r  cont inued m a l a r i a  e r a d i c a t i o n ,  
i n d u s t r i a l  promotion and t r a i n i n g ,  census and educa t ion .  

FY 1964 A . I . D .  PROPOSED PROGRAM 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  0.9 0 . 9  a/ 
T r a n s p o r t a t i o n  0 . 9  0.9 - 

Development G r a n t s  - T o t a l  2.6 2.6 2.0 

A g r i c u l t u r e  0.2 0 . 2  0 . 3  
 ducati ion 0 .7  0 . 7  0 . 4  
Hea l th  0 . 3  0 . 7  0 . 4  
P u b l i c  Adminis t ra t ion  0.2 0 . 6  0 . 7  
Other  1 . 3  0 . 4  0 .2  

Deobl iga t ions  During FY 1962 -0.1 xx xx 

Other  U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program 1.8 1.3 1.8 

d Development l e n d i n g  contemplated.  A p p l i c a t i o n s  w i l l  be con- 
s i d e r e d .  

O b l i g a t i o n s  and Connnitments FY FY FY 
:mi l l ions  o f  d o l l a r s  & d o l l a r  equiv.) 1961  1962 1 9 ~ 6 - 1 9 6 2  
- -- 

AGENCY M)R INT'L. DEVELOPMEXT TOTPLL -- - 
Technical ~ o o ~ . / ~ e v e l o p r n e n t  G r a n t s  . 
D e v e l o p e n t  Loans .................. 
Other  A.I.D. ....................... 

X I A L  PROGRESS TRUST FUND ............ 

FOOD FOR PEACE (P .L . 480) - TOTAL 
T i t l e  I, Country Uses .............. 

( s a l e s  ~ g r e e m e n t s )  ............... ........................... T i t l e  I1 
T i t l e  I11 .......................... 
T i t l e  IV ........................... 

........... EX--IM BANK LONG-TERM LOANS 

OTHER U.S. ECONOMIC ASSISTANCE ....... 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. 
M.A.P. - C r e d i t  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 n c e  .......... 

ASSISTANCE FROM INTIL. AGENCIES 
................... IBRD - 'Uorld Bank 

... EN Tech. Ass't .  (CY snd ing  i n  FY)  
..................... U N  Spec ia l  Fund 

................. Inter-Am. Dev. Rank 

..... SINO-SOVIET BMC ASSISTANCE ( C Y )  

LOAN $5 PJPAYklENTS QL INTEKdST 
......... A . I .  D.  and P.L,. 480 T,cans.. 

.............. Ex-Im Eank ( ~ o n ~ - ~ e r m )  
Other  Government L o a n s . . . . . . .  ....... 

d Annual d a t a  a r e  n e t  d e l i v e r i e s .  

than  
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Panama 

Panama- BASIC 

JPANAMAI  p 
COL 

Area (sq mi.) 29,000 

Country Background 

ECONOMIC DATA 

....... Annual Population Growth 3.0% Agricul tura l  Land .............. 3ross National Product (1961)* percent of Area 1% 
............. Total ($ Million) 460 Acres per Capita 2.1 ............ .................. Per Capita GNP (Dollars) W6 Literacy Rate 8% ..... 

Appmx. 1956-61 Growth Rate Pupi ls  - $ of Pop. (~rim/Second.) 19% ........ .................. Total GNP 6.08 Life kpectancy  ears) 62 .............. Per Capita ................. +3.08 People per Doctor 2,630 

AGRICULTURAL PROD. INDM (1952-54=100) 121, n o  119 124 

Per Capita Index ................... 104 90 95 
Rice, rough (1000 MT). .......... 119 97 110 94 105 

3LECTRIC POWER OUTPUT (KWH per  capi ta)  232 242 266 293 

INTNTIONAL TRADE ($ Million)d 
Total Exports (f .o.b.) ............. 35 30 31 ........................ Bananas (24) (18) (18) 
Total Imports ( c  . i . f . )  ............. 128 - lk7 15 6 

Trade Balance .................... T% - -117 -125 

>OLD & FOREIGN EXCHANGE (End Yr. -$  Mil) 40 35 27 jli S e ~ t )  
(Deposit Money ~ a n k s )  

:oST OF LIVING INDEX (1958=100) ....... 10 0 100 101 101 
(Panama City) 

a Converted a t  1 balboa per  U.S. dol lar .  d- Excludes Colon Free Zone. 

Panama has made considerable advances pr imari ly  by exploiting her important 
d is t inguishing na tu ra l  resource -- her s t r a t e g i c  pos i t ion  a s  a crossroads 
f o r  world t r ade  and commerce. The Panama Canal, opened in 1914, and the  
Colon Free Zone, es tabl ished i n  1950; have provided a subs tan t i a l  market 
f o r  Panamanian goods and services .  Panama's favorable climate f o r  p r iva te  
en te rp r i se  ( a  f r e e l y - c i r c u h t i n g  currency l inked with the  U.S. dol lar ,  a 
good in te rna t iona l  c r e d i t  ra t ing,  spec ia l  t ax  and other inducenents) has 
a t t r a c t e d  United S ta te s  and other firms. A modern, sophis t icated economy 
has been b u i l t  up around t h e  Canal Zone, with an e f fec t ive  entrepreneurial  
c l a s s  and well-developed t ranspor ta t ion,  communications, c red i t  and t rade 
f a c i l i t i e s .  

Unfortunately, however, t he  heavy emphasis upon in te rna t iona l  commerce and 
t h e  r e l i ance  upon Canal Zone a c t i v i t i e s  a s  a source of both revenue and f o r -  
e ign exchange have tended t o  produce uneven development of the  economy. 
Forty percent of the  population i s  concentrated i n  the  Canal's terminal 
c i t i e s ,  Panama and Colon. Much of the  remaining population i s  engaged i n  
subsistence farming i n  the  hinter land a s  squa t t e r s  on under-util ized public 
and p r iva te  lands. Despite ample na tu ra l  resources f o r  ag r i cu l tu ra l  devel- 
opment, f i sh ing  and fores t ry ,  and a s i zab le  l i g h t  industry and hydroelec- 
t r i c  power potent ia l ,  Panama i s  heavily dependent upon Imports of foodstuffs 
and manufactured goods which, together with petroleum and mineral products, 
a r e  o f f se t  t o  only a small  extent by exports, primarily bananas and shrimp. 

Essy access t o  fore ign exchange t o  meet the  increasingly l a rge  t r ade  gap, 
combined with the  uneconomic s i z e  of the  immediate consumer markets, has re-  
duced the  incentive t o  develop domestic industry.  While the  needs f o r  domes- 
t i c  growth have becn given increasing a t t en t ion ,  progress has been hampered 
both by t h i s  lack of incentive and the  l imi ta t ions  of the  ex i s t ing  f i s c a l  and 
other  ins t i tu t ions ,  which evolved i n  response t o  h i s t o r i c a l  mercantile ac t iv -  
i t i e s  and have not yet  been adequately adapted t o  current requirements. 

The Governmen: i s  a centra l ized democracy and i s  reasonably s t ab le .  The 
present administration i s  f r i end ly  t o  the  United S ta te s  and s t rongly opposed 
t o  Castroism and t h e  Soviet bloc. It has ca l l ed  f o r  a program of sound eco- 
nomic and socia l  reform, but i t s  ef fect iveness  i s  l imi ted by the  weaknesses 
inherent i n  a coa l i t ion  government. U.S. r e l a t ions  with Panama have been 
dominated by the Canal t r e a t i e s  and continuing Panamanian pressures t o  r ev i se  
them. On thewhole,  the  Panamanian people have close and f r i end ly  t i e s  with 
the  United States,  and the  Communist movement i s  small. It i s ,  however, po- 
t e n t i a l l y  dangerous because of i t s  a b i l i t y  t o  d i r e c t  d iss ident  groups in to  
anti-U.S. postures on na t iona l i s t i c  issues,  pa r t i cu la r ly  those  involving the  
U.S. posi t ion i n  t h e  Canal Zone. 
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ensure  Panama s cont i r ~ u i n g  s t a l  i l  i t y  through the  development of  a  
h e t t e r  M l a n c e d  erorlomy l e s s  dependent upon e x t e r n a l  f a c t o r s  and 
more -3dequately respons ive  t o  t h e  growing a s p i r a t i o n s  of  i t s  
people .  I t  i s  a l s o  i~ t h e  U.S. i n t e r e s t  t o  promote amicable 
r e l a t i o r s  -1ecessar.y t o  any f u r t h e r  negot ja t io r l s  r e q u i r e d  i n  con- 
n e c t i o n  w i t h  a  p o s s i b l e  is thmian sea- leve l  canal.  S i ~ o u l d  such a  
cana l  t e  t u l l t ,  s impler  o p e r a t i o n s  can he expected t o  s h a r p l y  
c u r t a i l  Panamanian employment and i n d i r e c t  b e n e f i t s ;  and g r e a t e r  
r e l i a n c e  on autonomous sources  of  income becomes of  c r i t i c a l  
importance . 
The Panamanian Government, i n c r e a s i n g l y  aware t h a t  t h e  p r e s e n t  r e -  
:stivzl;y kLigt  growth r z t e  of 5 ts 6% cannot  be s u s t a i n e d  u i t h i n  
t h e  e x i s t i n g  economic and soc ia l  framework, i s  f o r m u l a t i n g  a  
coord ina ted  Lalanced long-range program of  development and i s  
i n i t i a t i n g  i n s t i t u t i o n a l  reforms.  The United S t a t e s  can p l a y  an 
impor tan t  r o l e  i n  he lp ing  ensure  t h e  achievement of  t h e s e  g o a l s  
by channe l ing  i t s  own a s s i s t a n c e  i n t o  a r e a s  t h a t  w i l l  s t i m u l a t e  
t h e  c r e a t i o n  of a  broadly-based and se l f - suppor t ing  economy 
and by gu id ing ,  i n s o f a r  a s  f e a s i b l e ,  t h e  e f f o r t s  of  bo th  t h e  
Panamanian Government and important  donor agencies  toward t h e  same 
ends.  Mnre s p e c i f i c a l l y ,  11,s. a c t . i v i t , i e s  wi l l  be direct ,ed tnward: 
( a )  t h e  coord ina ted  development of Panama's a g r i c u l t u r a l  p o t e n t i a l  
i n  t h e  r u r a l  a r e a s ,  w i t h i n  a  framework of land ownership, c r e d i t  
and a d v i s o r y  f a c i l i t i e s ,  and s o c i a l  i n s t i t u t i o n s  conducive t o  
p r o d u c t i v e  land-use 2nd t h e  socio-economic bet terment  of t h e  
people ;  ( t ,)  t h e  s t i m u l a t i o n  of domestic indus t ry  through appropr i -  
a t e  c r e d i t  f a c i l i t i e s ,  more d e f i n i t e  knowledge of t h e  r e s o u r c e  
p o t e n t i a l ,  and t h e  enlargement of  t h e  consumer market  through 
a f f i l i a t i o n  w i t h  t h e  C e n t r a l  American economic i n t e g r a t i o n  move- 
ment; ( c )  improved Government p lanning ,  a d m i n i s t r a t i o n  and resource-  
u t i l i z a t i o n ;  and ( d )  t h e  development of adequate t r a d e  and pro- 
f e s s i o n a l  manpower r e s o u r c e s .  

C u r r e n t  S i t u a t i o n  

Panamanian e f f o r t s  a t  f i s c a l  and economic improvements dur ing  t h e  
l a s t  decade have been stepped up under t h e  All iance commitment. 
A g r i c u l t u r a l  p roduc t ion  has  been i n c r e a s e d  and d i v e r s i f i e d .  More 
impor tan t ,  t h e  groundwork has been l a i d  f o r  a  major revamping of  
the  a g r i c u l t u r a l  economy w i t h  t h e  passage l a s t  y e a r  of  a  new 
a g r a r i a n  reform code. A r e c e n t  Inter-American Development Bank 
( ICR)  l o a n  i s  expected t o  r e i n f o r c e  expanding farm c r e d i t  
f a c i l i t i e s .  I n  i n d u s t r y ,  a  s i z a b l e  number of p l a n t s  have newly 
come i n t o  o p e r a t i o n ,  inc lud ing  a  $30 m i l l i o n  o i l  r e f i n e r y .  A 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

f Y  1962 12.5 

Al l~ance for Prcqrers Gronls 

)------All!once for Progress,------ 

PROPOSED PROGRAM /y) 

FY 1964 ! 
Loon Esl~mota $10-17 MI 

\ \  1- 

proposed i n d u s t r i a l  development hank, t o g e t h e r  w i t h  programs i n  
road  c o n s t r u c t i o n  2r.d h j rdroc lcc t r ic  powcr can  bc cxpcctcd t o  
s t i m u l a t e  f u r t h e r  expansion i n  a g r i c u l t u r e ,  f o r e s t r y ,  and l i g h t  
i n d u s t r y .  Classroom c a p a c i t y  f o r  n e a r l y  5,030 p u p i l s  was added 
i n  1962. In t h e  1 8  months beginning mid-l%l, 1 ,100 low-cost 
housing u n i t s  were b u i l t ;  and r e c e n t  l e g i s l a t i o n  a u t h o r i z e s  t h e  
e s t a b l i s h m e n t  of  s a v i n g s  and l o a n  i n s t i t u t i o n s  and a  housing 
mortgage insurance  agency. 

S i g n i f i c a n t  p r o g r e s s  has  a l s o  been made i n  government admin is t ra -  
t i o n ,  i n c l u d i n g  needed r e o r g a n i z a t i o n  of t h e  budget department ,  
and b a s i c  improvements i n  t h e  g o v e r m e n t  c i v i l  s e r v i c e  system. 
The newly-establ ished c e n t r a l  p lann ing  body has  prepared a  p r e l i n -  
i n a r v  long-range development p l a n ,  c u r r e q t l y  be ing  s t r e n g t h s n e d  
w i t h  t h e  h e l p  of Organiza t ion  of  American S t a t e s  (OAS) e x p e r t s .  
inlhile s t i l l  i ~  need of f u r t h e r  r ~ v i s i n r ,  f i s r ~ l  ref'nrm mPnsiires 
passed  i n  1961 have a l r e a d y  e f f e c t e d  a L+0$ i q c r e a s e  i q  income t a x  
c o l l e c t i o n s  i r  1962. 

Prirr~lary emphasis has  been placed upon t h e  coord ina ted  development 
o f  t h e  r u r a l  economy. Loans a r e  proposed f o r  t h e  c a r r y i n g  ou t  of 
a  r u r a l  c a d a s t r e ;  t h e  f i n a n c i n g  of r o a d s ,  c e n t r a l i z e d  h e a l t h  f a c i l -  
i t i e s  and s e l f - h e l p  school  c o n s t r u c t i o n  i n  r u r a l  a r e a s ;  and t h e  
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supplementing of  government and IDE l o a n  c a p i t a l  f o r  farm-equipment 
c r e d i t .  Grant  a s s i s t a n c e  i s  programmed p r i m a r i l y  f o r  on-the-job 
t r a i n i n g  i n  road  c o n s t r u c t i o n  and maintenance whi le  b u i l d i n g  farm 
a c c e s s  r o a d s ,  and f o r  s t r e n g t h e n i n g  t h e  c a p a c i t i e s  o f  t h e  govern- 
ment a g r i c u l t u r a l  o r g a n i z a t i o n s  t o  b o t h  implement t h e  reform 
l e g i s l a t i o n  and promote r u r a l  p r o d u c t i v i t y .  

Loans f o r  i n d u s t r i a l  and housing c r e d i t  i n s t i t u t i o n s ,  c u r r e n t l y  
programmed f o r  FY 1963 funding,  a r e  expec ted  t o  provide adequa te ly  
f o r  i n i t i a l  c a p i t a l  needs i n  t h e s e  s e c t o r s .  In  FY 1964, g r a n t  
a s s i s t a n c e  w i l l  be  d i r e c t e d  toward expanding and improving t h e  
e x i s t i n g  I n d u s t r i a l  Development C e n t e r  and t h e  housing c r e d i t  
i n s t i t u t i o n s .  A l o a n  f o r  c o n s t r u c t i n g  a  sewerage system i n  Colon 
i s  a l s o  under  c o n s i d e r a t i o n  a s  a  p r e r e q u i s i t e  t o  t h e  f u r t h e r  
i n d u s t r i a l i z a t i o n  o f  t h e  a r e a .  

I n  t h e  p u b l i c  a d m i n i s t r a t i o n  and r e s o u r c e  management s e c t o r ,  l o a n s  
and some g r a n t  a s s i s t a n c e  a r e  programmed f o r  upgrading t h e  govern- 
m e n t ' s  a d m i n i s t r a t i v e ,  budgetary,  and p lanning  procedures,  and f o r  
a s s i s t i n g  t h e  Planning Bureau w i t h  economic and engineer ing  surveys 
n e c e s s a r y  f o r  t h e  o r d e r l y  and f e a s i b l e  developnent  o f  t h e  c o u n t r y ' s  
i n d u s t r i a l  and n a t u r a l  r e s o u r c e s .  

The ba lance  o f  t h e  program i s  aimed a t  remedying t h e  e x i s t i n g  
s h o r t a g e s  i n  manpower s k i l l s  through a s s i s t a n c e  w i t h  v o c a t i o n a l ,  
n u r s i n g  and o t h e r  s p e c i a l i z e d  p r o f e s s i o n a l  t r a i n i n g .  

1964 A . I . D .  PROPOSED PROGRAM 

(1n  m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  

Development Banks and Other  
F i n a n c i a l  I n s t i t u t i o n s  

Transpor ta t ion  
Resource S t u d i e s  
Other  A c t i v i t i e s  

Development Gran ts  - T o t a l  

A g r i c u l t u r e  and Natura l  
Resources 

Education 
Transpor ta t ion  
Other  A c t i v i t i e s  

Deohligat ions During FY 1962 

Support ing A s s i s t a n c e  - T o t a l  

Other  U.S. A s s i s t a n c e  - 
M i l i t a r y  A s s i s t a n c e  Program 
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Country: PANAbN FINANCIAL DATA 

-- 

O b l i g a t i o n s  and Commitments FY 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.)  

A G E N C Y F o R ~ T ' L . D E V E L X ) P ~ T - T o m  15.7 12 .4  41.1 
Technica l  ~ o o ~ . / ~ e v e l o ~ m e n t  Gran ts  . I .  7 2 .5  15 .2  .................. Development Loans 7.8 - '7.8 ....................... Other  A . I . D .  6 .2  9.9 18.1 

SOCIAL PROGRESS TRUST FUND ........... - 13 .4  10 .4  

FoOD FOR PEACE (P.L. 480) - TOTAL 0 . 4  0.4 ( ~ - 1  
T i t l e  I, Country Uses .............. - - - ............... ( s a l e s  Agreements) (-)  (-1 .( -1 

I Title 11 ........................... - - - .......................... T i t l e  I11 0.4 0 . 4  6 .1  
T i t l e  I V  ........................... - - - 

EX-M BANK LONG-TERM LOANS ........... - 2.0 19 .0  

OTHER U .  S. ECONOMIC ASSISTANCE ....... - - 23.0 

MILITARY ASSISTANCE 5' ................. M.A.P. - Grant Aid 0 - 1  0 . 3  0.9 
M.A.P. - C r e d i t  A s s i s t a n c e  ......... - - - 
Other  M i l i t a r y  Ass i s tance  .......... - - - 

ASSISTANCE FROM INT'L. AGENCIES 
IBRD - World Bank ................... 7 . 2  - 14 .0  

.. UN Tech. Ass ' t .  (CY ending i n  FY). 0 . 1  0 . 2  1 . 3  
Inter-Am. Dev. Bank. ................ - 2.9 2.4 

SINO-S3VIET BLOC ASSISTANCE ( C Y )  . . . . . -  - - 

LOAN $ REPAYMENTS & INTEREST 
A .  I . D .  and P.L. 480 Loans..  ......... 0.1 0 .2  0.3 
Ex-Im Bank ( ~ o n g - ~ e r m )  .............. 0.4 0.6 5.6 

.............. Other  Government Loans - - - 

Annual d a t a  a r e  n e t  d e l i v e r i e s .  
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BASIC DATA 

Population (millions - 1%2). ....... 7.9 Life Expectancy (years) ....... 52 
Annual Growth (percent) ........ 2.3 

People per Doctor.. .......... 2,000 
Area (1000 sq. mi.) ............... 2% 

............ ........ Pop. Density per sq. mi. 28 Literacy Rate - % 80 
Agricultural Land 

.......... ......... Percent of Total Area . .  8 Pupils a s  % of Pop. 15 
Acres per Capita ............... 2 (Primary & Secondary) 

CHILE - GROWTH TRENDS 
s ulllm. - l96, PW,,I 

1959 - 
INTERNATIONAL TRADE (S millions) 

Total Exports (f.0.b.). ............ 495 
Copper bars, ores, concentr . (322) 

Total Imports (c.i.f.) ............. 
Trade Balance.. ............... % 

GOLD & FOREIGN EXCHANGE.. .... 144 
(end of year - S millions) 

Calendar Years 

;ROITH INDICATORS 

rota1 GNP (in 1961 prices; S millions)' ...................... 
...................................... Per Capita GNP (dollars) 

nvestment as  percent of CNP ................................... 
Iomestic SavinRs as  % of Investment .......................... 

............................... llet Foreign Balance as  % of GNP 
:entral Cov't Domestic Revenues as % of GNP .............. 

\,+cultural Prod. Index (1952-54300) ......................... 
Index per Capita (1952-54=100) ............. 
Wheat (1,000 MP) ....................... 

ndustrial Prod. Index (1958300) ................................ 

:ENTRAL GOVERNMENT FINANCES* 
(FY ending Decenber 31) 

rota1 Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Capitol Outlays) ............................................ 

rotal Domestic Revenues ......................................... 

Deficit or Surplus ............................................... 

Converted a t  1.4 escudos per u.s.$. 

Calendar Years 
1959 - - 1961 1960 - 

3,rlO 3,350 3,506 
441 440 453 

- Million Dollar Equivalents - 

1962 Est. 

3,650 
460 

13 
76 

3 
17 

u.8 
96 

1,063 

138 

Country Pronress 

Chile's Ten-Year Developnent Plan, vhich vas adopted i n  1961, establishes an annuel 
growth r a t e  target  during 1961-1970 of 5.5$, o r  3% per capita. These compare v i t h  
annual average output increases of a l i t t l e  over 3$, o r  l e s s  than 1$ per capita 
during the  1950's. 

In agriculture, the pLanned annual average increase f o r  the  decade i s  5.5$, compared 
t o  l e s s  than 2 s  in recent years. These increases muld permit Chile t o  reduce sub- 
s t a n t i a l l y  i ts  net importer position in foods and f ibers .  

An annual average growth of 6% in mining v i th  principal s t ress  on copper ores and 
i ron ores, and 6.5s i n  manufacturing t o  allow f o r  a growth i n  Fmport subst i tut ion 
and increased exports have been established a s  targets  i n  these sectors. 

Ihe folluwing s t a t i s t i c a l  indicators r e f l e c t  t h e  economic growth envisaged under 
Chile's Ten-Year Developnent Plan: 

S t a t i s t i c a l  M i c a t o r s  
B Q 6 0 - m  

Cm  ion $; 1961 prices)  3,140 3,350 4,170 5,450 
Per Capita am (8;  1961 prices) 440 
Agricultural Production (1955=100) 2 l l 5  

490 51% 
134 

Coyer  Exports - Quantum M e x  ( 955=100) 100 126 3; 2& 
m i  r a t e  mrts - p-tm Index t1955=100) 100 60 90 
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mentat ion of t h e  g o a l s  of t h e  Chilean Ten-Year Plan,  thereby  pro- 
v i d i n g  a  s u c c e s s f u l  example of t h e  A l l i a n c e  for P i o g r s s s  i n  a c t i o n  
and assuag ing  p r e s s u r e s  counter  t o  U.S. p o l i t i c a l ,  eronomic and 
m i l i t a r y  i n t e r e s t s  i n  t h e  a r e a .  

C h i l e ,  w i t h  a  r e l a t i v e  weal th of human and n a t u r a l  r e s o u r c e s ,  has  
had a  l o n g  h i s t o r y  of economic d i f f i c u l t i e s .  The f i r s t  e f f o r t  of 
t h e  A l e s s s n d r i  Government t o  i n i t i a t e  a  s t a b i l i z a t i o n  program 
foundered.  That  same Government, however, has  now t a k e n  i n i t i a l  
s t e p s  through a n  I n t e r n a t i o n a l  Monetary Fund ( 1 ~ )  s t a b i l i z a t i o n  
program a n d  f i s c a l  and monetary reforms which should permit  it t o  
c a r r y  ou t  a  development program. 

P o l i t i c a l  t e n s i o n s  and p o l i t i c s 1  f r s g n e n t a t i o n  a r e  so s e r i o u s  t h a t  
a  l e f t i s t  candida te  supported by a  vigorous Communist p a r t y  might 
w e l l  win t h e  September 19& P r e s i d e n t i a l  e l e c t i o n .  Such a  devel-  
opment would be a  s e r i o u s  se tback  f o r  t h e  All iance f o r  Progress  
and pose a  s e r i o u s  t h r e a t  t o  U.S. i n t e r e s t s  i n  Chi le .  

The under ly ing  assumption of t h e  a i d  s t r a t e g y  i s  t h a t  Chi le  i s  
capable o f  and i n t e n d s  t o  make t h e  major e f f o r t  r e q u i r e d  t o  r e a c h  
t h e  g o a l s  of i t s  Ten-Year Dev~l_opmer?t Plan.  Tbis e f f o r t  depends 
upon t h e  Government of Chi le  (GoC) and Chilean p u b l i c  r e c o g n i t i o n  
t h a t  t h e y  must p r o p e r l y  marshal and u t i l i z e  t h e i r  c o u n t r y ' s  sub- 
s t a n t i a l  r e s o u r c e s  i f  t h e y  a r e  t o  develop. U.S. s t r a t e g y  i s  t o  
e x e r t  l e v e r a g e  th rough  e x t e r n a l  a s s i s t a n c e  t o  in f luence  t h e  GOC 
toward p o s i t i v e  s e l f - h e l p  and re form a c t i o n  e s s e n t i a l  f o r  devel-  
opment and t o  p rov ide  key e x t e r n a l  i n g r e d i e n t s  t o  make r a p i d  
development p o s s i b l e .  

The s t r a t e g y  contemplates  a  more d i r e c t  and vigorous involvement 
of t h e  United S t a t e s  i n  t h e  Chilean decision-making process .  I n  
a  manner a p p r o p r i a t e  t o  c o n d i t i o n s  of  t h e  moment, it i s  U.S. 
s t r a t e g y  t o  make c l e a r  t o  t h e  Chilean p u b l i c  unequivocal U.S. sup- 
p o r t  o f  b a s i c  economic and s o c i a l  reform. Although b a s i c a l l y  
geared t o  Development F lan  o b j e c t i v e s .  t h e  s t r a t e g y  a l s o  recog-  
n i z e s  t h e  need t o  i n f l u e n c e  p o l i t i c a l  a t t i t u d e s  i n  advance of  t h e  
September lo& P r e s i d e n t i a l  e l e c t i o n .  

The Agency f o r  I n t e r n a t i o n a l  Development ( A . I . D . )  v i l l  use  t h e  l e y -  
e rage  of c o n t r o l  of disbursement  of t r a n c h e s  of d o l l a r  a i d  t o  per -  
suade t h e  GOC t o  meet s e l e c t e d  c r i t e r i a  o f  se l f -he lp .  An annual  
review of a l l  a s p e c t s  of s e l f - h e l p  w i l l  ts c a r r i e d  o u t  by t h e  Coun- 
t r y  Team. Such review w i l l  e v a l u a t e  GCL performance p r o g r e s s  on: 

I PR!OR and CLJRRENT PROGRAMS 

I 9 S 3 5 . 0  mill. o m e d  0s of Feb 28 

I PROPOSED PROGRAM $aA 

Maintenance of  a n  e f f e c t i v e  l e v e l  of monetary, p r i c e  and f i s -  
c a l  s t a b i l i z a t i o n ;  

M3intenance of  t i g h t  c o n t r o l  over  c u r r e n t  budgetary expendi- 
t u r e s ,  l i m i t i n g  t h e  expansion i n  r e a l  terms t o  t h e  r a t e  of 
p r o j e c t e d  growth; 

S u b s t a n t i a l  i n c r e a s e s  i n  surpl-lses from c e n t r a l  government 
and d e c e n t r a l i z e d  agenc ies ;  

Completion by s t a r t  of FY 196L of a l l  e lements  of f i r s t  phase 
of  t a x  re form program and formula t ion  of  s p e c i f i c  l e g i s l a t i v e  
a c t i o n s  t o  c a r r y  ou t  t h e  second phase of t a x  reform; 

Rapid and e f f e c t i v e  GOC a d m i n i s t r a t i v e  and f i n a n c i a l  a c t i o n  
Lo car ry  ou t  t h e  a g r a r i a n  re form program, a s  w e l l  a s  l e g i s -  
l a t i v e  or e x e c u t i v e  a c t i o n  t o  improve t h e  e x i s t i n g  program; 

GOC l e g i s l a t i v e  and/or e x e c u t i v e  a c t i o n  on: ( a )  fieform and 
reorganization of t h e  s o c i a l  s e c u r i t y  system t o  g e n e r a t e  an 
increased  f low of  sav ings  f o r  p roduc t ive  inves tments ;  ( L )  
s t r e n g t h e n i n g  of e x i s t i n g  anti-monopoly l e g i s l a t i o n  and 
improve enforcement; ( c )  expanding hor izons  i n  and c r e d i t  
f o r  t h e  p r i v a t e  s e c t o r ;  and ( d )  s t r e n g t h e n i n g  t h e  planning 
and coord ina t ion  of t h e  Ten-Year F lan .  
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A.I .D.  w i l l  t a k e  t h e  i n i t i a t i v e  t o  work w i t h  t h e  COC and U.S. min- 
i n g  companies t o  overcome p r e s e n t  uneasy r e l a t i o n s  and prov ide  a 
b e t t e r  c l i m a t e  for p r e s e n t  and f u t u r e  U.S. p r i v a t e  investments  i n  
Chi le .  

Country: CHILE 

Curren t  S i t u a t i o n  

vidualr. All othw material ir uncla,rifi.d. 

If C h i l e  f a i l s  t o  perform s a t i s f a c t o r i l y  on s e l f - h e l p  and re forms ,  
t h e  United S t a t e s  w i l l  r e s h a p e  and reduce  t h e  a i d  program f o r  
Chi le .  

- 
( 7 )  Vigorous p r i v a t e  s e c t o r  growth l e a d i n g  t o  50% p r i v a t e  f i n a n c -  o r  a  $40 m i l l i o n  IMF stand-by agreement and $60 m i l l i o n  i n  U.S. 

ing  of  g r o s s  investment  p r o j e c t e d  under t h e  Plan.  l o a n s  and c r e d i t s .  

I n t r o d u c t i o n .  C h i l e ,  w i t h  a  r e l a t i v e  wea l th  of human and n a t u r a l  
r e s o u r c e s ,  h a s  had a  long  h i s t o r y  of  economic d i f f i c u l t i e s ,  a  low 
r a t e  of domestic s a v i n g s  (8% of Gross National  Product (GNP) and 
investment  (1 1  % of GNP), h i g h  r a t e s  of  p u b l i c  and p r i v a t e  consump- 
t i o n  (92% of GNP), chron ic  and rampant i n f l a t i o n  ( a s  h igh  a s  75% 
per  year  i n  t h e  mid-1950's).  During t h e  decade o f  t h e  f i f t i e s ,  
per c a p i t a  GNP i n c r e a s e d  by l e s s  t h a n  1% per  y e a r ,  on t h e  average .  

The Alessandr i  Government adopted R Ten-Year Development P lan  i n  
1961 i n  a  determined e f f o r t  t o  move away from v i r t u a l  s t a g n a t i o n .  
By 1961, p r i c e  i n f l a t i o n  had been reduced t o  manageable propor-  
t i o n s  and i n  1961 t h e  Chilean economy had ob ta ined  a  growth r a t e  
i n  r e a l  terms of  4.5%. The r a t e  i n  1962 seems about  t h e  same 
a l though  f i r m  s t a t i s t i c a l  evidence i s  s t i l l  l a c k i n g .  

This  growth r a t e ,  which i s  s u b s t a n t i a l l y  h igher  t h a n  t h a t  i n  
immediately p reced ing  y e a r s ,  has  been g e n e r a l l y  a t t r i b u t e d  t o  
i n c r e a s e d  l e v e l s  of p u b l i c  investment ,  e s s e n t i a l l y  through i n f l a -  
t i o n a r y  C e n t r a l  Bank f i n a n c i n g ,  and a  drawdown on C h i l e ' s  f o r e i g n  
exchange r e s e r v e s .  

I n  December 1961 a  f o r e i g n  exchange c r i s i s  r e s u l t e d  and exchange 
t r a n s a c t i o n s  were suspended. I n  January 1962, on t h e  reopening  
of t h e  exchange market ,  a  s e r i e s  of temporizing measures were 
dev ised  t o  d e a l  w i t h  t h i s  c r i s i s .  I n f l a t i o n a r y  C e n t r a l  Bank bor- 
rowing, t o g e t h e r  w i t h  approximately $1 25 m i l l i o n  i n  e x t e r n a l  
a s s i s t a n c e ,  has  p e r m i t t e d  t h e  GOC t o  main ta in  i t s  c u r r e n t  l e v e l s  
cf  economic a c t i v i t y .  This  has  been done, however, a t  t h e  c o s t  
of i n f l a t i o n  d u r i n g  1962 which was r e f l e c t e d  i n  a  27.7% i n c r e a s e  
i n  t h e  c o s t  of  l i v i n g .  These economic d i f f i c u l t i e s  undermined 
general  b u s i n s s s  conf idence .  In  October 1962, a  p a r t i a l  devs lua-  
t i o n  of  t h e  o f f i c i a l  r a t e  coupled w i t h  import surcharges  reduced 
t h e  demand f o r  f o r e i g n  exchange. In  January 1963, t h e  GOC i n i -  
t i a t e d  a  s tab i l i za t ion-deve lopment  program, w i t h  t h e  a s s i s t a n c e  

The Development Plan. C h i l e ' s  Ten-Year Development Plan e s t a b -  
l i s h e s  an annua l  growth r a t e  t a r g e t  of 5 .5% per  year  i n  r e a l  i n -  
come over t h e  nex t  decade and aims a t  t h e  widespread d i s t r i b u t i o n  
of  t h e  b e n e f i t s  o f  t h i s  economic program. The I n t e r n a t i o n a l  Bank 
f o r  Reconstruct ion and Development (IBRD) and t h e  Organiza t ion  of  
American S t a t e s  (OAS) Panel  of Exper t s  have reviewed t h e  Plan i n  
d e t a i l .  With c e r t a i n  modi f ica t ions  bo th  have found t h e  Plan tech-  
n i c a l l y  sound and f e a s i b l e .  A number of  d i f f i c u l t  i n t e r n a l  meas- 
u r e s  must be t a k e n  by t h e  Chi leans  and s u b s t a n t i a l  e x t e r n s l  r e -  
sources  a r e  r e q u i r e d  i f  t h e  Plan i s  t o  succeed. The Panel of  Nine 
p a r t i c u l a r l y  emphasized t h e  need f o r  more e q u i t a b l e  d i s t r i b u t i o n  
o f  income through t a x  reform and t h e  need f o r  a  more fa r - reach ing  
a g r a r i a n  reform program. 

The I B R D ,  a t  Chilean r e q u e s t ,  h a s  agreed  t o  provide l e a d e r s h i p  
i n  forming a  c o n s u l t a t i v e  group t o  marshal  e x t e r n a l  r e s o u r c e s  
f o r  f inanc ing  t h e  Plan. The Rank condi t ioned  i t s  sponsors  
C h i l e ' s  proceeding,  i n  concer t  w i t h  t h e  IMF, on a n  i n t e g r a  
stabil izat ion-development program and on t h e  p r e s e n t a t i o n  
s p e c i f i c  development p r o j e c t s .  

T o t a l  investments  under t h e  Plan recommended by t h e  OAS Panel  of  
Nine f o r  1963-1970 a r e  11,269 m i l l i o n  escudos ( a t  t h e  c u r r e n t  
exchange r a t e  about  U~$8.1 b i l l i o n ) .  E x t e r n a l  a s s i s t a n c e  r e q u i r e -  
ments would be  $1 .3 b i l l i o n ,  p u b l i c  and p r i v a t e .  In 1963 about  
$200 mi l l ion  w i l l  be r e q u i r e d  f o r  t h e  p u b l i c  s e c t o r .  The Panel  
of  Nine a l s o  recormends $200 m i l l i o n  o f  e x t e r n s l  a s s i s t a n c e  t o  t h e  
p u b l i c  s e c t o r  i n  1964, w i t h  d e c l i n i n g  amounts t h e r e a f t e r .  

U.S. Economic A s s i s t a n c e  t o  Chi le .  U n t i l  t h e  A l l i a n c e  f o r  Pro- 
g r e s s ,  U.S. a i d  programs c o n s i s t e d  mainly of  t e c h n i c a l  a s s i s t -  
ance i n  a wide range  o f  f i e l d s ,  supplemented by c a p i t a l  l o a n s  
mainly from t h e  Export-Import (Ex-Im) Bank. S ince  t h e  end of  World 
War I1 a v a i l a b l e  U.S. economic a s s i s t a n c e  amounted t o  over  $750 
million--of t h i s ,  approximately $650 m i l l i o n  has  been i n  l o a n s  
wi th  t h e  balance i n  g r a n t  and T i t l e  111, P.L. 480 a i d .  S ince  t h e  
beginning of A l e s s a n d r i ' s  a d m i n i s t r a t i o n ,  t h e  United S t a t e s  h a s  
made a v a i l a b l e  t o  C h i l e  more t h a n  $480 m i l l i o n  i n  economic a s s i s t -  
ance,  o f  which $300 m i l l i o n  h a s  been provided i n  t h e  l a s t  two 
y e a r s  under t h e  A l l i a n c e  f o r  Progress  -- almost  a l l  o f  it i n  t h e  
form of loans  f o r  s o c i a l  and economic development and $1 20 m i l -  
l i o n  from A.  1 . D  f o r  ea r thquake  r e c o n s t r u c t i o n .  Loans f o r  hous- 
i n g ,  water supply ,  s c h o o l s ,  a g r i c u l t u r a l  c r e d i t s ,  h o s p i t a l s  and 
r o a d s  have been inc luded  i n  bo th  ear thquake r e c o n s t r u c t i o n  and 
o t h e r  a s s i s t a n c e  programs. The r e c e n t  $35 m i l l i o n  A . I . D .  l o a n ,  
t o g e t h e r  with t h e  $1 5 m i l l i o n  Ex-Im Rank loan  and t h e  $1 0  m i l l i o n  
Treasury exchange s t a b i l i z a t i o n  c r e d i t ,  w i l l  permit  t h e  GOC t o  
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Technica l  a s s i s t a n c e  s i n c e  t h e  A l l i a n c e  h s s  teen r e o r i e n t e d  t o  
improve C h i l e ' s  a d m i n i s t r a t i v e  machinery f o r  developmpnt planning 
and o p e r a t i o n s  w j t h  emphasis on t a x  a d m i n i s t r a t i o n ;  t o  a s s i s t  i n  
t h e  e s t a b l i s h m e n t  of c r e d i t  and f i n a n c i a l  i n s t i t u t i o n s  necessary  
f o r  p r i v a t e  s e c t o r  growth; t o  h e l p  improve condi t ions  f o r  people  
i n  r u r a l  C h i l e  who l a c k  s c h o o l s ,  do no t  have proper housing,  l a c k  
knowledge of  a g r i c u l t u r a l  met,hods and who i n  genera l  a r e  economi- 
c a l l y  u n d e r p r i v i l e g e d ;  and t o  f b s t e r  and a s s i s t  i n  a  reform of  
C h i l e ' s  e d u c a t i o n a l  system. These t e c h n i c a l  a s s i s t a n c e  a c t i v i t i e s  
a r e  des igned  t o  a s s i s t  i n  o t t a i n i n g  t h e  development p l a n ' s  objec-  
t i v e s .  

The U.S. a s s i s t a n c e  program f o r  FY 1964 contemplates  a t o t a l  in -  
p u t  of $150 m i l l i o n  i n  new commitments t o  bo th  t h e  p u b l i c  and 
p r i v a t e  s e c t o r s .  The p r i n c i p a l  sources  a r e  development lending,  
$60 million; Ex-Im Bank l o a n  commitments of $25 m i l l i o n ;  IDB/SPTF 
l o a n  commitments of about $25 mil.lion; and Food f o r  Peace, T i t L e s  
I and IV valued a t  a p p r o x h t e l y  $16.5 m i l l i o n .  

it i s  proposed t h a t  t h e  FY 1964 program t o  Chile  c o n s i s t  of  a  ca re -  
f u l l y  i n t e g r a t e d  cornhination of  c a p i t a l  and t e c h n i c a l  a s s i s t a n c e  
t o  both pu'clic and p r i v a t e  s e c t o r s  i n  a c t i v i t i e s  d i r e c t l y  suppor t -  
i n g  t h e  f o l l o w i n g  program g o a l s :  

P u b l i c  S e c t o r  Improvement - To c r e a t e  within t h e  GOC an ade- 
q u a t e  i n s t i t u t i o n a l  and l e g a l  framework with a n  improved capa- 
b i l i t y  f o r  e f f e c t i v e  p lanning  and a d m i n i s t r a t i o n .  U.S. e f f o r t s  
i n  suppor t  o f  t h i s  goa l  w i l l  c o n s i s t  of t e c h n i c a l  s s s i s t m c e  
t o  C h i l e  i n  modernizinp; and improving gorernment ~ d m i n i s t r z -  
t i o n  and  a s s i s t a n c e  i n  f i n a n c i n g  s e l e c t e d  p u b l i c  s e c t o r  p r o j -  
e c t s .  

P r i v a t e  S e c t o r  Growth - To s t i m u l a t e  p r i v a t e  s a v i n g s  and t h e i r  
p roduc t ive  inves tment ,  c r e a t i o n  of p r i v a t e  c r e d i t  institutions 
and management s e r v i c e s  f o r  small  and medium businessmen, and 
p r o v i s i o n  o f  c a p i t a l  a s s i s t a n c e  t o  s e l e c t e d  i n d u s t r i e s  of 
importance t o  p l a n  t a r g e t s  and p r i o r i t i e s .  U.S. seed c a p i t a l  
and t e c h n i c a l  a s s j s t a n c e  w i l l  ke  d i r e c t e d  to  t h e  i n i t i a l  
f i n a n c i n g  of  t h e  proposed p r i v a t e  i n d u s t r i a l  development bank 
and t h e  proposed coopera t ive  bank a s  wel l  as  t o  p r i v a t e  e n t r e -  
p r e n e u r s  f o r  p r o d u c t i v e  investments .  

3. Rural Improvement - To a s s i s t ,  Chi le  i n  s t e p p i n p  up i t s  a n a t  - 
i a n  re form program and i n  p rov id ing  ~ x p a n d p d  o p p o r t u r i t  i P S  for 
,,,,, i ,,,,,,, :, ,,,,,- + -c r b -  r Y h : l - - ,  - -07 - -..*I - - 1  --  - I - - =  - -  7 -  - l r  - - . t - t i - -  

t h e  a g r i c u l t u r a l  s e r t o r .  11.S. a j d  w i l l  J I P  c o n r e n t ~ a t ~ d  on 
farm co-ops and o r g a n i z a t i o n s  involved i n  expanding r-xport Fro- 
diict i o n ;  on h e l p i n g  Chi lean  agenc ies  c h i r g e d  with implement?- 
t j o n  of  l and  reform; and expanding t r a i n j n g  f o r  r u r a l  l e n d e r s .  
The S t a t e  of  C a l i f o r n i a ,  w i t h  a l l  i t s  t e c h n i c a l  r e s o u r c e s ,  
w i l l  be involved a s  an i n t e g r a l  p a r t  of t h e  A . I . D .  e f f o r t  i n  
C h i l e ' s  r u r a l  development. 

4. Human Resources Development - To c a r r y  forward a  comprehen- 
s i v e  reform and r e s t r u c t u r i n g  of t h e  Chilean e d u c a t i o n a l  sys -  
tem s p e c i f i c a l l y  designed t o  p rov ide  t h e  t r a i n e d  workers and 
p r o f e s s i o n a l s  t o  f i l l  t h e  mnnpower needs of  t h e  Ten-Year Plan. 
Technical  a s s i s t a n c e  w i l l  be made a v a i l a b l e  t o  a i d  i n  t h e  s tudy  
and act . inn ~ I e m e n t . s  of' t.he survey on e d u c a t i o n a l  re form and 
manpower needs,  t o  expand and improve t e a c h e r  t r a i n i n g  pro- 
grams, and t o  provide e d u c a t i o n a l  and l e a d e r s h i p  t r a i n i n g  pro- 
grams t o  democrat ic  t r a d e  union l e a d e r s .  C a p i t a l  a s s i s t a n c e  
w i l l  be provided f o r  e d u c a t i o n a l  and v o c a t i o n a l  f a c i l i t i e s ,  
f o r  s c h o l a r s h i p s  and f o r  h e a l t h  c e n t e r s  and h o s p i t a l s .  

Fjl 196L A .  I. D. PROFOSED PROGRAM 
( I n  m i l l i o n s  of d o l l a r s )  

Est imated P r o ~ o s e d  
FY 1962 FY 1963 FY 1964 

Development Loans - T o t a l  1;O.O 43.0 60.0 
F i n a n c i a l  I n s t i t u t i o n s  - - I u.U 
I n d u s t r y  and Mining - - 11 . O  
T r a n s p o r t a t i o n  - 10.0 13.0 
Development Programs 40.0 25.0 - 
Recons t ruc t ion  Loan 100.0 - - 
Educat ion - - 15.0 
Other - 3.0 11.0 

Development Gran ts  - T o t a l  2 .4  &. 9 2.5 
A g - i .  and Natura l  Resources 1.1 0.4 0 . 6  
Education 0.1 0.5 0.5 
Publ ic  S a f e t y  and Publ ic  Admin. 1 . 2  0.9 0.6 
Other 0 . 3  2 .6  0.8 

Deobl iga t ions  During FY 1962 -0.3 xx xx 

Other U. S. A s s i s t a n c e  
Food f o r  Peace,  T i t l e s  I & IV: 

Country Uses 1 7 . 2  21 . O  16.5 
( S a l e s  Agreements) (21 .5)  (21 . o )  (16 .5)  

M-j l i tary A s s i s t a n c e  Program 8 .3  8.9 8.5 



Chile 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

[ M i l l i o n s  o f  D o l l a r s l  

. Y E A R S  

1957 -- 

39.8 

3.3 
36.5 

T O T A L  P R O G R A M  

. . .  . . . .  . - ~ ---- ....... - 

ECONOMIC - TOTAL .................................... 
GRANTS . . . . . .............................. 
L O A I S  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

AGEICY FOR I I T E R I A T l O I A L  DEVELOPMENT - TOTAL.... . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T E C H N I C A L  COOPERATlONlDEVELOPMENT GRANTS . . . . . . . .  

DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER A . I . D .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROGRESS TRUST FUND ........................ 
FOOD FOR PEACE ( P L  4 8 0 )  - TOTAL ................... 

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

1Odc . G r a n t s  f o r  Cornson D e f e n s e .  . . . . . . . . . .  
. . . .  10dd  . G r a n t s  fro" T r t a n g u l a r  T r o n r o e t ~ o n r  

l o d e  - G r a n t s  for Eeononrc D e v e l o p m e n t . .  . . . . . .  
. . . . . . . . . . . . . .  . l o d e  Loons t o  P r t v o t e  I n d u s t r y  

. . . . . . . . . . . . . . . . . . .  . 1Odg Loans t o  Governments  

( T o t a l  S a l e s  A g r e e n e n t r )  . . . . . . . . . . . . . . . . . . . . .  

T I T L E  I1 - EMERGENCY R E L I E F . .  . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . .  T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES 

T I T L E  I  V  - W L L A R  C R E D I T  S A L E S . .  . . . . . .  :. . . . . . . . .  

EXPORT-IMPORT BANK LOIG-TERM L O A I S  ................ 
OTHER U.S. ECOIOMIC PROGRAMS ...................... 

- - - - - - 

MIL ITARY - TOTAL .................................... 
GRANTS ................................... 

.................................... L O A I S  

Y I L I T A R Y  A S S I S T A I C E  PRDGRAM - Y A P  - ( C h g .  t o  A D D . ) . .  
( A d d ,  t z o n a l  G r a n t s  f rom Ercerr 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  ......................... 

1 S .  F I !  

1956 

29.3 

2.3 
27.0 

......................... TOTAL ECONOMIC AND MIL ITARY 

FOREIGN A S S I S T A I C E  ACT PROGRAM .................... 
OTHER A S S I S T I I C E  .............. . . . . . . . . . . . . . . . . . . . .  

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  

I I I I I 
ASSISTANCE FROM I N T E R N A T I O N A L  AGENCIES 

FY 1961 F Y  1962 FY 1946-62 
IBRD - World Bank . . - . . 6.0 112.2 

S I  NO-SOVI  E T  BLOC ASS1 STANCE 

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

. . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 2  ( 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 2  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. - 

LOAN DOLLAR R E P A M E N T S  AND I N T E R E S T  

FY FY 1962 FY 1946-62 

A.I.D. and PL L8O Loans 0.9 I 2.0 . . . .  Dl Tech. Ass ' t .  (CY) 0.8 1.2 5.5 
UN Spec ia l  Fund . . . . . .  3.5 1.9 7.0 1 Ex-Im. Bonk (Long Term) 13.8 16.7 172.9 

Other Government Loans l n t l i .  Dev. Associat ion . . 1 0 
1nter-~m. tev. Bank . . . .  8:0 16T2 
IFC-Int'l.  Finance Corp. . .  0.2 

I ~ e s s  than $50,000. 
a /  Represents $100.0 n!!lUon loan f o r  Reconstruction and Rehab i l i t a t ion .  
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Colombia 

CO 10 M b i a -GENERAL ECONOMIC DATA 

BASIC DATA 

Population (millions - 1962). ....... 15.6 Life Expectancy (yeare) ....... 46 
Annual Growth (percent) . . . . . . . .  2.9 

.......... People per Doc tor . .  2,900 
Area (1000 sq. mi.) ............... 440 

............ ........ Pop. Density per sq. mi. 36 Literacy Rate - 96 62 
Agricultural Land 

.......... .......... Percent  of Total  Area.. 16 PupiIe a e  56 of Pop.  12 
Acree per Capita ............... 3 (Primary & Secondary) 

COLOMBIA - GROWTH TRENDS 
5.000 

I S  M # l l # a l  - 1961 Rmr I 

INTERNATIONAL TRADE (S millione) 
Total  Exporte (f.0.b.). ............ 

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

Trade Balance ................. 
COLD & M R E I G N  EXCHANGE.. .... 

(end of year  - S millions) 

COST O F  LIVING INDEX (1958=100). . 
(Bogota) 

Calendar Years 

;ROUTH lY DlC,4TORS 

'otal GNP (in 1961 prices; 4 millions)* ...................... 
P e r  Capita  GNP (dollars) ...................................... 

?vestment a s  percent of GYP ................................... 
Iomestic SavinRs a s  % o f  Investment .......................... 
let Foreign Balance a s  % of GNP ............................... 
lentral Gov't Domestic Revenues as % of GNP .............. 

~gricultural Prod. Index (1952-54300) ......................... ........... lndex per Capita  (1952-1954~100) ................. Rice, rough (1,000 Kl?) 

............... 'etmleum Prod. (1,000 KT) 

:ENTRAL GOVERNMENT FINANCES* d 
(FY ending December 31) 

................................................. 'otal Expenditures 
(Defense Expenditures) .................................. 
~Cop1tal  Outlays) ............................................ 

'otal Domestic Revenues ......................................... 

Deficit or Surolus ............................................... 

Calendar Years 
1960 - 1959 - - 1961 

4,033 4,217 4,300 
281 285 283 

- Million Dollar Equivalents - 

1962 Est .  

4,550 
291 

21 
92 
2 
7 

Irl 
99 

450 

6,855 

1962 

Converted a t  6.7 pesos per u.s.$. 4 A.I.D. estimates; central  government only, 
autonomous agencies not included. 

ountry Pronress 
'olombia has a Ten-Year Plan which seeks t o  ra i se  the annual average Gross Hational 
w u c t  (GW) t o  a self-sustaining 5.6$. 

haring the 19606, coffee w i l l  continua to ba ~ohnbia's =jar export crop. tkmevar, 
~ n l y  a s l igh t  annual growth i n  the value of coffee exports i s  forecast,  due to an 
xpected world coffee surplus. Enphasis is phced  upon diversif icat ion and erpsnsion 
~f agriculture, t o  provide f o r  increased domestic consumgkion as well a s  f o r  a m -  
;ional export earnings. 

h e  petroleum industry is  expanding. By 1965, with completion of additional refining 
=pacity, Colombia should be able t o  supply domestic requirements f o r  finished petro- 
.em products, a s  well as  expanding exports. 

lolombia's large power potent ial  i s  being harnessed; t o t a l  e l e c t r i c i t y  d-d should 
luadruple during the 19608. This increased power capacity i s  e s s e n t l a  if industry 
.s to meet current estimates of doubled production f r o m  1958 t o  1978. 

Indicators of Country Proaress 
Coffee Crude Industry 

Value of green Petrolem r icu l tu re  Minim Elec t r ic i t  
Y e a r  coffee -rts($l.000) (1000 barrels)  ?958=100 1958=100 &) - 



Country: CO1,OKDIA 

Shaded a r r a s  are SECURITY CLASSIFIED and 
must not b. d ivul~ed lo  unauthorized indi- 
viduals. All other nn.lterial is un~lassified. 

U.S. O l 1 j e c t i v e s  and S t r a t e g y  

The l1.S. 01 j e c t i v e  i s  t h a t  Colomt is achieve a  r a t e  o!' devslopment 
which w i l l  r e i n f o r c e  i t s  s t a h i l i t ~  and s t reng then  i t s  respons i -  
b l e  I  e a d e r s h i p  i n  a f f a i r s  of  t h e  Flemispher~. 

S i n c e  World War 11 ,  Colomlria's r e a l  growth r e t e  h ~ s  r v e r q e d  r % ,  

a l t h o u g h  a g r i c u l t u r e  has  b a r e l y  k e p t  pace with an annual  popula- 
t i o n  i l l c rease  of  2.9%. Coffee accounts  f o r  t~~- ' ;57  of I"o1omkiats 
e x p o r t s .  In 1959-1961, d e s p i t e  d e c l i n i n g  coffee r e v e w e s ,  growth 
r a t e s  were 7.5$, 4 .@,  and 2.0%. However, s u b s t a n t i a l  budget 
and talance-of-payments d e f i c i t s  were incurred i n  1961 and 1962. 
Although t h e s e  were met by U.S. a i d  and by c u t t i n g  kack c r e 4 i t  
t o  the  p r i v a t e  s e c t o r ,  t h e r e  r e s u l t e d  a  slowdowq of r e a l  growth 
and a  l a g  i n  t h e  t ime schedule of a c c ~ m p l i s ~ n e n t  under  t h e  
Devei opment P lan .  

Colombia h a s  an e c e r g e t i c  en t repreneur ia l .  group and v a r i e d  natu-  
r a l  r e s o u r c e s .  I t  h a s  a  t r a d i t i o n  of  sound l e a d e r s h i p  ( d e s p i t e  
t h e  Rojas  P i n i l l a  i n t e r l u d e ) ,  and t h e  National F r o n t  c o n s t i t u -  
t i o n a l  ' d i v i s i o n  of  power between t h e  two major p a r t i e s  has muted 
deep-segted p o l i t i c a l  h o s t i l i t i e s .  

The Ucited S t a t e s  d e s i r e s  t o  a s s i s t  Colo7nhia t o  ach ieve  t h e  devel-  
opmer?t ob i ~ c f  - - u irras - . - of t h e  Al l iance  f o r  Progress. !!owever, 
Colomkia must con t inue  t o  adopt  and implement t h e  economic and 
s e l f - h e l p  p o l i c i e s  p r e r e q u i s i t e  t o  i t s  development and t o  i t s  
r e t e n t i o n  of a  l e a d i n g  p o s i t i o n  i n  t h e  Hemisphere. 

The Agency f o r  I n t e r n a t i o n a l  Development ( A . I . D . )  s u p p o r t s  an 
I n t e r n a t i o n a l  Eank f o r  Recons t ruc t ion  and Development ( I E R D ) -  
l e d  c o n s u l t a t i v e  group t o  provide development f i n a n c i n g  t o  Colomtia 
on s u i t a b l e  terms.  The e x t e r n a l  suppor t  requ i red  i s  i n  t h e  magri- 
tude  of '$220 m i l l i o n  annua l ly  f o r  t h e  nex t  four  y e a r s  i f  Colomtia 
i s  t o  a c h i e v e  i t s  g o a l  of  an annual  per  c a p i t a  Gross National  
Product  (GNP) i n c r e a s e  of  5.6%. The annual U.S. l e v e l  is  expected 
t o  average  a t  l eas t  $100 million. 

I t  i s  expected t h a t  t h e  c o n s u l t a t i v e  group will  p rov ide  e x t , ~ r n a l  
f i n a n c i n g  through 1964 f o r  Colombia' s  development by means of  
p r o j e c t s  w i t h i n  a  t o t a l  program. However, i n f l u e n c i n g  Colombian 
i n s t i t u t i o n s  i s  perhaps  even more important  than prov id ing  e x t e r -  
n a l  f i n a n c i n g .  Accordingly,  A.I.D. w i l l  n e g o t i a t e  i t s  a s s i s t a n c e  
s o  a s  t o  h a s t e n  i n s t i t u t , i o n a l  development and w i l l  exp lore  w i t h  
t h e  Government of  Colomt i a  ( G O C ) ,  t h e  I n t e r n a t i o n a l  Monetary 
Fund ( IFF), t h e  Inter-American Development Dank ( I I JF )  , and t h e  
IARD means of  t r i n g i r i g  t .h i s  about  so a s  t o  increase  C o l o m t ~ i a ' s  
capability t o  u t i l i z e  program suppor t  f o r  i t s  development p lan .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

Pending k:, w~xcl  d e o b l p t m ~ s  of $0.3 ,4/dIm~ ,, A , 
Loons 84 0b 90.2 

. - - - - - - - - - - - - - - - .A11,0nc~fo ,  pron,r<q--------------. . . . . - . - - - - - - - 
~ $ 6 0 0 M l l , o n  approved as of Feb 28 

PROPOSED PROGRAM Y$>>, 
-?(I 

A . I . D .  w i l l  con t inue  i t s  c o n s u l t a t i o n  w i t h  t h e  COC: ( a )  t o  
main ta in  t h e  p r e s e n t  p o l i c y  of l i m i t i n g  consumption imports; 
(t) t o  promote t a x e s  which w i l l  c o n t r i b u t e  t o  t h e  development 
e f f o r t ;  ( c )  t o  a s s u r e  a  Valance on c u r r e n t  budgetary account  
wi thout  r e s t r i c t i o n  on development; ( d )  t o  a s s i s t  i n  a g r i c u l t ~ l r a l  
d i v e r s i f i c a t i o n ,  expansion of p roduc t ion  f o r  e x p o r t ,  a ~ d  r e -  
d u c t i o n  of dependence on c o f f e e ;  and ( e )  t o  deve lop  more adequate 
c r e d i t  i n s t i t u t i o n s  ir t h e  i n d o s t r i a l ,  a g r i c u l t , u r a l ,  and housing 
f i e l d s .  

C e r t a i n  long-range s o c i a l  i n f r a s t r u c t u r e  e lements  c a l l e d  f o r  i n  
t h e  p l a n  can provide short-range impact and v i s i t l e  r e s u l t s  o f  
t h e  A l l i a n c e .  A . I . D .  and ID9 w i l l  t h e r e f o r e  con t inue  t o  o f f e r  
l i r ~ i t e d  c a p i t a l  and t e c h n i c a l  a s s i s t a n c e  i n  a  n a t i o n a l  h e a l t h  
program 2nd i n  low-cost housing c o n s t r u c t i o n .  C i v i c  a c t i o n  an3 
p u b l i c  s a f e t y  programs conba t ing  r u r a l  v i o l e n c e  w i l l  h e l p  t o  
b r i n g  t h e  af ' fected a r e a s  i n t o  t h e  n a t i o n a l  economy. 

The r o l e  o f  t h e  United S t a t e s  w i l l  be t o  e x e r c i s e  l e a d e r s h i p  
i n  t h e  c o o r d i n a t i o n  and cuidance of e x t e r n a l  suppor t  f o r  
Colombian developmeqt. The A.I.L. program i t s e l f  w i l l  g ive  
prime a t t e n t i o n  t o  a v a i l a b l  e  s p e c i a l  o p p o r t u n i t i e s  t o  a c c e l e r a t e  
s e l f - s u s t a i n i n g  growth through: (a) t h e  improvement of f i s c ~ l  
management, ecoriomic pl riming, 3n- i  p r o j e c t  form~ilat , ion;  (b) t h e  
rounding o u t  of c r e d i t  i n s i u ~ t u t i o n s  t o  serve i n d u ~ t r y ,  
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a g r i c u l t u r e  and hous ing ;  and ( c )  t h e  r e l a t i n g  of t h e  educa t iona l  
system to manpower needs,  and t h e  enlargement of  a c c e s s  t o  edu- 
c a t i o n a l  f a c i l i t i e s .  Moreover, by s p e c i a l  a t t e n t i o n  t o  l a k o r  
and c o o p e r a t i v e s ,  A . I . D .  programs w i l l  aim t o  b r i n g  en la rged  
groups i n t o  the  deve I opment p rocess .  

C u r r e n t  S i t , u a t i o n  

development. Comparat ively,  Coloml~ia ' s  performance i s  ou t -  
s tand jng  in t h e  e s s e n t i a l  a s p e c t s  of  s e l f - h e l p .  I t  has  a  pro- 
g r e s s i v e  t a x  system under which more than  40% of  !,he n a t i o n a l  
tludget comes from c o r p o r a t e  and p e r s o n a l  income L x e s .  An ad- 
m i n i s t r a t i v z  reform commission and a c i v i l  se rv ic t .  co-mission 
e s t a b l i s h e d  i n  1959 a r e  engaged i n  t h e  a d m i n i s t r a t i v e  r e o r g a n i -  
z a t i o n  of t h e  government and t h e  formation of  a  government 
c a r e e r  s e r v i c e .  

The f 'avorakle postwar r a t e  oE growth i n  Colombia has  r e c e n t l v  
heen r e t a r d e d  ljy t h e  sl~br;t ,ant,ial t u d g e t  and knlance-of-payments 
d e f i c i t s  i n c u r r e d  l a t e  i n  1961 and e a r l y  i n  l o ( ? .  However, i n  
t h e  s p r i n g  of  1962, t h e  Colombian Government, upon U,S.  i n s i s t -  
ence, and as a c o n d i t i o n  f o r  a  $30 m i l l i o n  balance-of-payments 
Suppor t ing  A s s i s t a n c e  l o a n  took a  s e r i e s  of  measures (some of  
them pol i t i c a l l y  very  d i f f i c u l t , )  t o  b r i n g  the  s i t u a t i o n  under 
c o n t r o l .  

Fol lowing t h e  i n s t a l l a t i o n  of  a new a d m i n i s t r a t i o n  i n  August,  
t h e  government c a r r i e d  o u t  an exchange reform and in t roduced  
a  s e r i e s  of  t a x  measures designed t o  provide t h e  qecessary  
f i v a n c i n g  o f  t h e  Development P lan .  It n e g o t i s t e d  a  new standhv 
agreement (approved Jannarv  14 ,  1963) w i t h  t h e  IMF provid ing  
f o r  $'2 mi 11 ion  of  s t - rnd-lv drawings. The t a x  measures i n  ques- 
t i o n  a r e  now be ing  cons idered  t ) ~  a  s p e c i a l  s e s s i o n  of  t h e  Colombian 
Congress. 

On January 22-24, 1963 the  I R R D  he ld  a  meet ing of  an i n t e r n a t i o n a l  
c o n s u l t a t i v e  group and presen ted  t o  t h e  group a  l i s t  of  p r o j e c t s  
which w i l l ,  i n  t h e  view of  the  IHRD, be ready  f o r  f i n a n c i n g  i n  
t h e  nex t  1 8  months. Express ions  of  i n t e r e s t  on t h e  p a r t  of 
t h e  I R R D ,  IDE, and t h e  U.S. Government (A.I .D.  and Export-Import 
(Ex-1m) ~ a n k ) ,  t o g e t h e r  w i t h  e x p r e s s i o n s  of  t e n t a t i v e  i n t e r e s t  
on t h e  p a r t  of  o t h e r  developed c o u n t r i e s ,  i n d i c a t e d  t h a t  e x t e r n a l  
f i n a n c i n g  w i l l  be a v a i l a b l e  f o r  t h e  Colombian Development P lan  a s  
Colombia completes  t h e  p r e p a r a t i o n  of  p r o j e c t  p l a n s .  

The g e n e r a l  economic p lan  i s s u e d  i n  Dscember 1961 c o n s t i t u t e d  the  
f i r s t  d i f f i c u l t  and e s s e n t i a l  s t e p  i n  t h e  p lanning  p r o c e s s .  I t  
covered a  p e r i o d  of  t e n  y e a r s  and s e t s  a s  i t s  o v e r - a l l  t a r g e t  a  
30% i n c r e a s e  i n  t h e  annua l  economic growth r a t e .  The p l a n ,  
t o g e t h e r  w i t h  recommendations r e s u l t i n g  from e x t e n s i v e  IBRD and 
Organiza t ion  of American S t a t e s  (OAS) rev iews ,  p r o v i d e s  a  b a s i s  
f o r  immediate development d e c i s i o n s .  The p l a n  r e q u i r e s  much 
a d d i t i o n a l  work t o  upda te ,  complete and s t r e n g t h e n  i t ,  n o t a b l y  i n  
t h e  f i e l d s  of a g r i c u l t u r e  and educa t ion .  To meet t h e  g o a l s ,  t h e  
p lanning  p r o c e s s  i t s e l f  must be i n t e g r a t e d  w i t h  t h e  budge t ing  
p r o c e s s  of government and t h e  government 's  f i s c a l ,  monetary, and 
t a x  p o l i c i e s  must be  c o n s i s t e n t l y  implemented w i t h  a  view t o  

A land reform law passed i n  1961 i s  be ing  wel l  implemented. 
Colombia's l and  reform program h a s  b e n e f i t e d  fro-n A . I . U .  t e c h n i -  
ca l  a s s i s t a n c e .  The g o v e r n m e ~ t  i s  engaged i n  p r e p a r i n g  t h e  
ground-work f o r  t h e  i n s t i t u t i o n  of  a  n a t i o n a l  superv i sed  a g r i -  
c u l t u r a l  c r e d i t  s e r v i c e  which w i l l  r a i s e  a g r i c u l t u r a l  p roduc t ion  
and b r i n g  a  much en la rged  group of Colombian fa rmers  i n t o  t h e  
p r a c t i c e  of modern a g r i c u l t u r e .  L i b e r a l  l a b o r  and s o c i a l  s e c u r i t y  
l e g i s l a t i o n  prov ide  a  p r o p i t i o u s  atmosphere f o r  improving con- 
d i t i o n s  of employment and f o r  t h e  development of  t r a d e  un ions .  
An experienced and wel l -opera ted  housing a l m i n i s t r a t i o n  i s  
moving v igorous ly  i n  t h e  f i e l d  of  a ided  s e l f - h e l p  housing.  
S a v i l g s  dnd l o a n  l e g i s l a t i o n  has been presen ted  and o t h e r  i n -  
s t i t u t i o ~ s  I r e  be ing  formed t o  epdow t h e  count ry  w i t h  a  wel l -  
rounded housing program. A1 though e s s e n t i a l  p lann ing  remains t o  
l>e done i n  t h e  f i e l d s  o f  educa t ion  and h e a l t h ,  t h e  government 
h a s  t e n t a t i v e l y  adopted n a t i o n a l  p l a n s  encompassing p a r t i a l  
a s p e c t s  of b o t h  o f  those  f i e l d s .  The government h a s  had t h e  
adv ice  of an out ,s tandin< r e s e a r c h  i n s t i t u t e  concerning a  program 
of  development, c r e d i t  and t e c h n i c a l  a s s i s t a n c e  t o  small  and 
medium-sized i n d u s t r y  and bo th  government and p r i v a t e  e s t a b l i s h -  
ments a r e  p r e p a r i n g  t o  a c t  upon t h e  adv ice  r e c e i v e d .  The govern- 
ment h a s  c a r r i e d  ou t  an exchange reform and h a s  p r e s e n t e d  t o  t h e  
l e g i s l a t u r e  measures i n  t h e  t a x  f ' a l d s  r e q u i r e d  f o r  t h e  develop- 
ment p o l i c y .  

The p o l i t i c a l  s i t u a t i o n  i n  Colombia l e n d s  suppor t  t o  economic 
growth. The c o u n t r y ' s  economy i s  basic  x l l y  sound, w i t h  ample 
p o t e n t i a l  f o r  a  s t r o n g  forward movement. R e l a t i v e  t o  i t s  popula- 
t i o n ,  the t e r r i t o r y  of t h e  count ry  i s  l a r g e .  I t  p o s s e s s e s  v a r i e d  
c l i m a t e s  and v a r i e d  r e s o u r c e s ,  i n c l ~ d i n g  l a r g e  power p o t e n t i a l s .  
Moreover, t h e  economy i s  r e g i o n a l  i n  c h a r a c t e r ,  p o s s e s s i n g  sev- 
e r a l  c e n t e r s  of independent  s t r e n g t h  and expansion.  The count ry  
h a s  a l ready  achieved a  good i n d u s t r i a l  base ,  and i t  h a s  a  nuc leus  
of  dynamic, experienced e n t r e p r e n e u r s  and f i n a n c i e r s .  Approved 
l e g i s l a t i o n  p r o v i d e s  t a x  and o t h e r  i n c e n t i v e s  t o  new i n d u s t r i e s  
f o r  l o c a l  and e x p o r t  p roduc t ion .  The c l i m a t e  i s  g e n e r a l l y  f a v o r -  
a b l e  t o  f o r e i g n  i n v e s t o r s .  

Thus, i n  g e n e r a l ,  t h e  p r o s p e c t  appears  f a v o r a b l e  f o r  Colombian 

Revised A p r i l  30, 1963 
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k-Y 196L Program 

1. Pl_ar~nir,g and Tax Adrninistrat.ion programs a r c  designed t o  
a s s i s t  t h e  Goverment  of' Colombia in :  ( a )  c r e a t i n g  e f ' f e c t i v e  
n a t i o n a l  plannirlg f a c i l i t i e s  and processes  r e s u l t i n g  i n  c l o s e r  
rnnrd ina t . io r  het,weec plannin_p; F l ld~e t , ing ,  and o p e r a t i o n s ,  and 
t o  improve Colombian a 1 , i l i t y  t o  move irom general  p l a n s  t o  
s p e c i f i c  p r o j e c t s ;  ( h )  upda t ing ,  ref ' ining, and compl.eting t h e  
Ten-Year Development P lan  by t h e  erd of  1904, w i t h  spec ia l  
emphasis on t h e  p o l - i c i e s  and o r g a n i z a t i o n  of t h e  a g r i c u l t u r e  
and educa t ion  s e c t o r s ;  and ( c )  jrnproving i t s  a d m i n i s t r a t i v e  
e f f i c i e n c y ,  commencing w i t h  t a x ,  customs, k 'udget ing,  account-  
ing ,  and a u d i t i n g  procedures.  

7. Produc t ion  and C r e d i t  programs a s s i s t  t h e  GOC i n  establishing 
i n s t i t u t i o n s  capable  of channel ing domestic and f o r e i g n  r e -  
s o u r c e s  i n t o  p roduc t ion ,  p r i n c i p a l l y  i n  a g r i c u l t u r e ,  i n d u s t r y ,  
and housing.  Colombian g o a l s  a r e  t o  reach a  4% annual  growth 
i n  a g r i c u l t u r a l  p roduc t ion  by 1966, a  7.5% annua l  i n d u s t r i a l  
growth r a t e  by t h e  end of  3964, and 75,000 new homes p e r  
year  by t h e  end of  1964 and 100,000 homes each  y e a r  t h e r e a f t e r .  

A p r i v a t e  investment  fund prov id ing  ex te rqa l  r e s o u r c e s  of $40 
m i l l i o n  p e r  y e a r ,  $30 m i l l i o c  from A . I . D .  and approximately 
$10 m i l l i o n  from o t h e r  f o r e i g n  s o l r c e s ,  w i l l  be e s t a y l i s h e d ,  
p rov id ing  a  v a l u a b l e  dev ice  f o r  s t reng theq ing  t h e  c r e d i t  sys-  
tem and f o r  chance l ing  pesos  i n t o  development through p r i v a t e  
e n t e r p r i s e .  

7. Educa t io r  and Manpower programs w i l l  h e l p  t h e  GOC t o  meet 
p - - i o r i t y  needs f o r  an immediate, l a rge-sca le  t n a c h e r  t r a i n i n g  
program and t o  reform t h e  school system, w i t h  p a r t i c u l a r  
a t t e n t i o n  t o  secondary schools  and t o  job t r a i n i n g .  The A . I . D .  
program w i l l  be l i n k e d  t o  s e l f - h e l p ,  def ined  a s  t h e  assignment  
t o  educa t ion  of  an i n c r e a s i n g  percentage of t h e  G O C 1 s  annual  
I u d g e t .  A s s i s t a q c e  t o  primary school  c o n s t r u c t i o n  w i l l  be  
t apered  o f f .  

P.1.h.  w i j l  g ive  u r g e n t  a t t e n t i o n  t o  t e a c h e r  training, t o  
t h e  pat h e r i n g  of' marlpower list-i, and t o  ~ s s i s t i r l p  t h e  govern- 
n - * t  iil t h e  r l ~ l r , i t i n n a l  nlanr'linu u h i r h  i t  m11rt r q r r v  n ~ l t  
1 i-for o Yurther  suppor t  c:in 1 e  r d t i o r i r l l y  p r o j e c  l e d .  Train-  
i n g  i n  t rVlde  uriion organi7: i t ion w i l l  I r i n g  orgarlized l a b o r  
m(31-e elf e c t j v e l y  i n t o  n a t i o n a l  development,. 

/+. Corrmunity Impact and P u b l i c  Order programs t o  promote a  
s o c i o - p o l i t i c a l  environment conducive t o  n a t i o n a l  develop- 
r e n t  inc lude :  ( a )  a i d  t o  a  n a t i o n a l  h e a l t h  program; (b) a  
pol i c e  p r o j e c t  ~ d d r e s s e d  t o  the  rrvdintenance o r  law and o r d e r  
( c )  c i v i c  a c t i o n  p r o j e c t s  u s i n g  m i l i t a r y  personne l  t o  a s s i s t  
w i t h  community be t te rment  ( f i e l d  d i s p e n s a r i e s ,  wel l  d r i l l i n g  
road improvement and r a d i o  communications sys tems) ;  and ( d )  
a  school  lunch  and rarnily f e e d i n g  program r e a c h i n g  o n e - f i f t h  
of t,he Co! omhiall people through P.1, /+40, Tit.1 PS T T  and T T T .  

5 .  Food f o r  Pr:ace programs, i n  a d d i t i o n  t o  t h e  above-mentioned 
programs, w i l l  be s a l e s  under  T i t l e  I V .  (No T i t l e  I s a l e s  
a r e  envisaged.  ) 

6. Ass is tance  from Others .  U.S. development f i n a n c i n g  i s  ex- 
pec ted  t o  c o n s t i t u t e  some 15-40% of t h e  e x t e r n a l  a s s i s t a n c e  
made a v a i l a b l e  t o  Colombia, w i t h  t h e  IBRD provid ing  an equal 
ps rcen tage ,  and t h e  remainder  d e r i v i n g  from t h e  IDB and from 
o t h e r  developed c o u n t r i e s .  The U.N .  and t h e  OAS, of  course ,  
provide t e c h n i c a l  a s s i s t a n c e  t o  Colombia, and t h e  p r i v a t e  
founda t ions  a r e  unusua l ly  a c t i v e  i n  Colombia, e s p e c i a l l y  i n  
t h e  f i e l d s  of  a g r i c u l  t u r e ,  medicine,  and h i g h e r  educa t ion .  
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FY 1964 A .  I . D .  PROPOSED PROGRAM - 

- ( In mil 1 ions  of  d o l l a r s )  

Est imated Proposed 
FY 196' FY l n h ?  FY 1064 

Development Loans - T o t a l  

Deve lo~ment  Programs 

Agricul  t u r e  
Housing 
Other  A c t i v i t i e s  

Development Grant,s - T o t a l  - 
A g r i c u l t u r e  
Educat ion 4.0 1 .O 0.9 
I n d u s t r y  0 . 4  1 . 7  0 . 2  
P u h l i c  S a f e t y  and P u h l i c  
Adminis t ra t ion  0 . 1  1 . 4  1 .7  

Other  A c t i v i t i e s  1.9 1 .3  1 . 2  

Deobl iga t ions  During FY 1962 -0.3 x x xx 

Suppor t ing  Ass i s tance  - T o t a l  - - - 30.0 0.2 

Other  U.S. Ass i s tance  
Food f o r  Peace,  T i t l e s  I & I V :  

Country Uses L.7 6.7 9.5 
( S a l e s  Agreements ) (6 .3)  ( 6 . 7 )  (9-5) 

M i l i  t a r -  A s s i s t a n c e  Program 9 - 8  10 .0  10.7 



Colombia 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  

PROGRAM 

ECONOMIC - TOTAL ..................................... -- 

GRANTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

AGENCY FOR I N T E R N A T l O N l L  OEVELOPMENT - T O T A L . . . . . .  
Gron t s . .  . . . . . . . . . . . . . . . . . . . . . . .  
Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DE'JELOPMENT LOANS 

OTHER A. I .  U 

S O C I A L  PROGRESS TRUST FUN0 . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . .  F O O D  FUY P t A c E  ( P L  YOU) - I O I A L . .  -- .. .- - - 

. . . . . . . .  T I T L E  1 - PLANNEP F O G R A N T S  AND L O A h 5 . .  

. . . . . . . . . . . . . .  1 0 4 c  - G r o n t r  f o r  Common D e f c n s c  
. 1 0 4 d  - G r o n t r  f r o m  T r ~ o n g u l o r  T r a n s a c f i o n s . .  

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

. . . . . . . . . . . . . . . . .  1 0 4 g  - I ,oonr lo G o u c r n n e n t s . .  

. . . .  T I T L E  I I  - EMERGENCY .?ELI E'. 

T I T L E  i l l  - VOLUNTAFY Q C L I F F  AGCNCIES 

T I T L E  I V  - DOLLAR C R E D I T  S A L F S  

. . . . . . . . . . . . . . . . .  EXPORT- IMPORT BANK LONG-TFRM LOANS 

OTHER U . S .  ECONOMIC PROGRAMS . . . . . . . . . . . . . . . . . . . . . .  
4 IL ITARY - TOTAL ..................................... 

GRANTS. . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
LOANS. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . .  M I L I T A R Y  L S S I S T A N C E  PROGRAM - M A P  - ( C h g .  t o  A P P . )  
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O T H E R  A S S I S T A N C E  AND REPAYMENTS 

I OAN DOLLAR REPAYMENTS AND I N T E R E S T  

F Y  1962 F" I g d b - 6 2  FY 1961 - 
A . I . D .  and PL LBO Loans t 

Ec-Im. Bank (Long Term) 7.5 13.1 89.7 
Other Government Loans 0 . 8  

S I  N O ~ S O V I  E T  BLOC ASS', STANCE 

. . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 1  ~ C a l p n d a r  Y e a r ] . .  - 
1961 ( C a l e n d a r  Y e a r 1  . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

x L e s s  than 550,000. 
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Dominican Republic- BASIC 

~$:=ISH G U I A N A  

S U R I N A M  

Country Background 

ECONOMIC DATA 

Annual Population Growth ....... 3.5% 
Gross National Product (1961)' ............ Total  ($  illi ion) 680 ..... Per  Capita GNP (Dollars) 218 

AGRICULTURAL PROD. INDM (1952-$-100) 
Per Capita Index ................... .......... Rice, rough (1000 M'T) 

BAUXITE PRODUCTION (1000 M? 

Ih!TERNATIONAL TRADE ($ M i l l  
Tota l  Exports ( f  .o.b.) .. 

............... Sugar 
Tota l  Imports (c . i . f . )  .. 

Trade Balance .......... 

Agricul tura l  Land 
Percent  of Area .............. 26% 

............. Acres per  Capita 1 . O  .................. Literacy Rate L% 
Pupi ls  - g of Pop. (~rim/second.)  16% 
Life  Expectancy (years)  ........ n - a .  
People per  Doctor ............. .5,200 

I n  t h e  b r i e f  span of 20 months, t h e  Dominican Republic has emerged from 
31 years  of b r u t a l  d i c t a to r sh ip  under General Rafael  T r u j i l l o ,  t o  t h e  
inaugura t ion  of a f r e e l y  e l ec t ed  Government h i c h  assumed o f f i c e  on 
February 27, 1963. U.S. a s s i s t a n c e  under t h e  Alliance f o r  Progress has 
made a major cont r ibut ion  t o  t h e  e f f o r t s  of t h e  Dominican people and Gov- 
ernment i n  making t h i s  d i f f i c u l t  t r a n s i t i o n .  Under t h e  circumstances, 
t h e  pos i t i ve  r e s u l t s  t o  d a t e  have f a r  exceeded a l l  reasonable expectations.  

I n  January 1962 t h e  in ter im Council of S t a t e  was faced with p o l i t i c a l  t u r -  
moil  and v i r t u a l  s tagnat ion  throughout t h e  economy. Dollar reserves  were 
sys t ema t i ca l ly  and dangerously deple ted  by t h e  T m j i l l o s .  Extensive 
short-term commercial debts  ex i s t ed  and unemployment had reached a c r i t i -  
c a l  s tage .  To a s s i s t  t he  new government i n  i t s  attempt t o  br ing  some 
order  i n t o  a chaotic s i t u a t i o n ,  Agency f o r  In t e rna t iona l  Development 
(A.I.D.) extended a $25 mi l l i on  emergency loan i n  February 1962 and au- 
t ho r i zed  the  establishment of an A . I . D .  Mission. The loan enabled the  
government t o  l i q u i d a t e  i t s  commercial ob l iga t ions  t o  U.S. supp l i e r s ,  
a s s i s t e d  i n  r e s to r ing  t h e  coun t ry ' s  c r e d i t  and permitted the  i n i t i a t i o n  
of public works programs t o  he lp  a l l e v i a t e  t h e  vas t  unemployment. It has 
been instrumental  i n  backstopping t h e  government's determined and l a r g e l y  
succes s fu l  e f f o r t s  over t h e  pas t  year  t o  c r ea t e  bas ic  i n s t i t u t i o n s  t o  

GOLD & FOREIGN EXCHAWE ( ~ n d  Y r  .-$ ~ i l )  L3 33 1 3  26 

...... COST OF LIVING INDEX (1958=1OO) 100 96 93 10 2 
(Santo  omi in go) 

* Converted a t  1 peso p e r  U.S. d o l l a r .  

implement impact programs i n  such f i e l d s  a s  education,  ag ra r i an  reform, 
a g r i c u l t u r a l  c r e d i t  and housing. 

The econony has begun t o  respond t o  t h e  increased a c t i v i t y .  Foreign ex- 
change reserves a r e  up. Foreign t r ade  increased considerably i n  1962 
over 1961, e spec i a l ly  imports.  Unemployment, h i l e  s t i l l  a  problem, has 
declined. Although short-term commercial ob l iga t ions  p e r s i s t ,  it i s  
believed t h i s  problem can be overcome. The economy i s  considered bas i -  
c a l l y  healthy and t h e  prospects a r e  gene ra l ly  good. 

The Dominican Republic shares  t h e  c l a s s i c  problems of under-development, 
including deficiency of c a p i t a l ,  , low Gross National Product (GNP) and per 
cap i t a  income, one of t h e  h ighes t  b i r t h r a t e s  i n  t h e  world, ma ld i s t r i bu t ion  
of income, undue dependence on one product ( suga r )  f o r  fore ign exchange 
and a dearth of s k i l l e d  manpower. Among favorable f a c t o r s  a r e  t h e  ava i l -  
a b i l i t y  of public lands ,  d e f i n i t e  sources of d i v e r s i f i c a t i o n ,  and an 
a c t i v e  population h i c h  has pa r t i c ipa t ed  i n  t h e  considerable se l f -help  
and reform measures i n s t i t u t e d  i n  t h e  pas t  year .  



must not bm divulgmd to unwthori=.d indi- 

i n t i 1  texpe~.icn::c 1s ea in . r r l  wi th  t h e  r?';):! govexment ,  i1gc:icy f;r 
I r , t i ~ ~ x i t i o r i s l  Uev~lopment  (A.1.D.) ;tr.-itee;r i s  r~e : . c i s sa r i ly  i n -  
+L>rim and i s  i l i r e ~ t e d  a t  i 'ur th-r i .ng t h e  reforms whirh a l r e a d y  
h v c  hcgu:: and th ' ?  s t r e r ~ g t h e n i r i g  of key i n z t i t u t , i o n s  m d  human 
: ,osour?es.  Th-3se e f f o r t s  wi 1.1 continu.: t o  be r.losoly t:oor.dir:ated 
wi th  t h e  other. United S t a t e s  and i n t ? r r i s t i o : i ' ~ l  agenf:i.::s. A . 1  . D .  
w i l l  s eck  t o  h e l p  t h e  Dominican r:..:onom;. thr.ough loails and g r a n t  
a i d  desigr11:d t,.] d i v c r s i r y  s g r i c u l t u r a l  product j~on,  s t i m u l a t e  
smal l  j ridustry arid busin;.ss, im.1 uding tourism, develop t h e  
cduia t l . o r d  system and t i ,a . i :~ n;:ed,?d humail i-csudices. Local  
currency funds w i l l  be a v a i l a b l e  from t h e  $22,750,000 g r a n t  made 
t o  a s s i s t  t h e  Iiominicsn bvernment  i n  c l r r ~ i n g  o u t  i t s  economic 
and s o r i a l  ! l eve lo~ment  prcgram. 

A . 1 . L ) .  longer- term a s s t s t a n c e  str.ateg,f wil-1 !:e t o  phase o u t  i t s  
g r a n t  program and encouragc t h e  i n t e r n a t i o n a l  l end ing  agenci , ie  
snd p r i v a t e  sources  t o  t a k e  over  an incr ,?asing s h a r e  i.? t h e  
c r e d i t  requ i rements .  

Cur rcn t  S i t u a t i o n  

The Domi~ni.:~:~ Republic  h.:s made remarkable progress  d u r i n g  t h e  
p a s t  y e a r .  Important  s t e p s  were taken  t o  develop and d i v e r s i f y  
t h ?  cc:oncniy. A revised income t a x  la14 w6,nt in to  eff2.t  which i s  
expecteu Lo dout:le rxvenuzs.  An agrar ia r i  reform law w:;s passed 
under  which hur.dri:ds ,.~f f l m i l i c s  h a m  al.rea&. been rese t id led .  A 
coopera.tivi:s ilepartmr:t was es tnb l . j i shd .  Firm-to-market rozds  a r e  
tieing -o!istructed, an cx'cnsion program has been i f i i t , i a ted ,  and a  
p r o g r m  o f  m p r v i s e d  :igr i c u l t u r a l  , , r e d i t  t o  small  "wme:.s h  2 :: 
bci:n e s p c r , i a l l y  m : : m s s f u l .  Comprehensive programs oi' l?vr,stoctk 
ricveiopment  id fc ' r .es t  corl;ervation :Ire unilerway. Both 11~w-c.nst 
housing c o n s t r u c t i o n  and p r i v a t e  sav ings  and l o a n  a s s o c i a t i o n s  a r e  
x p a i g  Imr~roviinent and expansi~on of educhtion fas:il? t i c s  ,inti 

PRiOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 
FY 1962 26.0 

Al l~once lor Progress Gronts 

Loansw 
FY 1963 

Allioncc for Progress 

PROPOSED PROGRAM @A 

programs of  manpower t r a i n i n g  have begun. Much remains t o  be 
done i n  a l l  f i e l d s  and cont inued o u t s i d e  a s s i s t a n c e . w i l 1  be 
r e q u i r e d  i n  t h e  n e x t  few y e a r s .  

Emphasis w i l l  be p laced  on r u r a l  development and d i v e r s i f i c a t i o n ,  
i n c l u d i n g  t h e  promotion of l i v e s t o c k  and more v a r i e d  c rop  pro- 
duc t ion ,  a g r a r i a n  reform and th2  e s t a b l i s h m e n t  of c o o p e r a t i v e s .  
Development l o a n s  and g r a n t  t echni -ca l  a i d  a r e  envisaged p l u s  
Support ing Ass i s tance  r e p r e s e n t i n g  t h e  second y e a r  of  t h e  t h r e e -  
y e a r  S p e c i a l  Economic Readjustment Fund announced by t h e  White 
H o u n ~  i n  Ju ly  1?62, t h e  l o c a l  cur rency  proceeds of which w i l l  
bz used f o r  d i v t ? r s i f i c a t i o n  p r o j e c t s .  An expansion of  t h e  
P c n i n i ~ n n s t  cwn c f f o r t s ,  e s p e c i d l y  i r ~  xgruriar!  r e f  erm, i s  
2ss1uned a s  i s  c o n t i n u a t i o n  of r e l a t e d  a s s i s t a n c e  through I n t e r -  
American Development Bank (IDB) l o a n s  and Peace Corps. 

The development oP p r i v a t e  i n d u s t r i i l  and commercial e n t e r p r i s e s  
w i l l  be f u r t h e r e d .  The e f f o r t  t o  s t i m u l a t e  a more a t t r a c t i v e  
investment  c l i m a t e  w i l l  i nc lude  t h e  improvement oC p o r t  f a c i l i -  
t i e s ,  t h e  enhaycement of  tour i sm and t h e  p o s s i b l e  c r e a t i o n  of a  
pi . ivate  clevel-pment bank. I n  o r d e r  t o  h e l p  a,.romplish a l l  t h e  
above, t h e  -ducat ion and t r a i n i n g  o f  human r e s o u r c e s  w i l l  con t inu ,  
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t o  be  supported.  Publ ic  a d m i n i s t r a t i o n  a s s i s t a n c e  t o  t h e  new 
Dominican Government i s  programmed, along wi th  t h e  con t i nua t i on  of 
t r a i n i n g  f c r  t he  Natior,al Po l i c e  a s  an f ? f f x t i v e  instrument  fi,r. 
t h e  maintenance of !~r~w and o:.dar. 2nd t h e  pr,.:ser.v?tion o f  i n t e r n a l  
s e c u r i t y .  

FY 196/, A. I .D . PROPOSED PROGFdiM 

- ( I n  m i l l i o n s  cf  d o l l z r s )  
FY 1963 FY 1964 

FY l?h? Estimcted Praposed 

, - - :1 i Development Loans - Tota l  2 . '  - 
D e v ~ l o p m ~ n t  Banks and Other  
F inanc i a l  I n s t i t u t i o n s  - 2. '  - 

Development G r m t s  - T o t a l  1.0 2 .9  - .  J 

Ag r i cu l t u r e  - 3.7 0.7 
Educstion 0.8 0.7 0.7 
I n d u s t r y  - Lzbor - 0.6 3.3 
Publ ic  Adminis t ra t ion  and 

Sa fe ty  - 0.6 '3.6 
Other 3 .2  9.3 0 . 2 

Support ing Ass is tance  - Tots1  P 21.0 23.9 L. 0 
( l o m )  

Other U.S. Ass i s t ance  
Food f o r  Peace, T i t l e s  I & IV: 

Country Uses - 5.0 5.0 
( s a l e s  Agreements) - (5.0) (5.0) 

M i l i t a r y  Ass i s tance  Program 0 .9  4 .0  3.9 

4 Development lending  contemplated; l o a n  a p p l i c a t i o n s  w i l l  be  
considered.  

Obl iga t ions  and Conrmitment s FY 
(mi l l ions  o f  d o l l a r s  & d o l l a r  equiv.) I 121 1 1 2 2  1 1946-1962 

AGENCY FOR INT'L. DEVEXIPMENT - TOT& 9.1 ,':, . G 
Technical ~ o o ~ . / ~ e v e l o p n e n t  Grants  . . I 1 . 9 .................. Development Loans - 
Other A . I . D .  ....................... - 

FOOD FOR PEACE (P .L.  I$O) - TOTAL - 
T i t l e  I, Country Uses .............. - 

(Sa les  ~ g r e e m e n t s )  ............... ( -  j 
T i t l e 1 1  ........................... - 
T i t l e  I11 .......................... - 
T i t l e  I V  ........................... - 

........... EX-IM BANK LONG-TERM LOANS - 

OTHEE U.S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE 
M.A.P. - G r a n t  Aid ................. :: 
M.A.P. - Cred i t  Ass i s tance  ......... - 
Other M i l i t a r y  Ass i s tance  .......... - 

ASSISTANCE FROM INT'L. AGENClES 
U N  Tech. Ass I t .  (CY ending i n  F Y )  ... +$ 

SJNO-SOVIET BLOC ASSISTANCE ( C ~ Y  1.. .... - 

LOAN $ REPAIWENTS & INTEREST .......... - 

4 Annual d a t a  a r e  n e t  d e l i v e r i e s .  

-%Less than $50,000 
56 
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Ecuador- BASIC ECONOMIC DATA 

Country Background 

Annual Population Growth ....... 3.0% 
Gross National Product (1961)~  

Total  ($ Million) ............ 810 
Per Capita GNP (Dollars) ..... 182 
Approx 1956-61 Growth Rate 

Total  GNP .................. h.& ................ Per Capita.. +I.& 

AGRICULTURAL PROD. INDEX (1952-5h-100) ................... Per Capita Index 
Rice, rough (1000 MT). .......... 

PETROIBUM PRODUCTION,cmde (1000 MT) 

INTERNATIONAL TRADE ($ Million) ............. Total Exports ( f  .o.b. ) 
Bananas ........................ 

Total  Imports (c . i . f  .) ............. 
Trade Balance .................... 

GOLD & FOREIGN EXCWE ( ~ n d  ~ r . - $  Mil) 
(Centra l  ~ a n k )  

...... COST OF LIVING INDEX (1958=100) 

Agricul tura l  Land 
Percent of Area .............. 12.2% 
Acres per  Capita ............. 2 

Literacy Rate .................. a% 
Pupi ls  - % of Pop. (~r im/Second.)  1% 
Life  Expectancy .. ;. .... 52 .............. People per  Doctor 2,900 

Ecuador l i v e s  under a e d - f e u d a l  s o c i a l  order .  There is econcmic under- 
development, seriously aggravated by an explosive population inerrnee,  anb 
s ince  1.960 t h e r e  has been an almost continuous s t a t e  of p o l i t i c a l  i n s t ab i l -  
i t y .  About 70$ of i t s  4.6 mi l l ion people a r e  Indian o r  Mestizo, a majority 
of whom a r e  i l l i t e r a t e ,  l i v e  outs ide  the  money econonly, and a r e  i l l-housed, 
i l l -c lo thed,  and i l l - f e d .  An estimated 20% of t h e  labor  force  i s  unemployed 
end i t s  ranks i n  urban areas  a r e  cont inual ly  swollen by campesinos vainly 
seeking a b e t t e r  l i f e .  Four-tenths of 1$ of a l l  landowners control  almost 
ha l f  of the  a rab le  land and a g r i c u l t u r a l  wages a r e  incredibly low with some 
l abore r s  not even receiving the  15 cents  a day minimum required by law. 
The estimated housing d e f i c i t  i s  600,000 dwellings.  

These inequ i t i e s  and substandard conditions have helped create  r i s i n g  s o c i a l  
tens ions  and p o l i t i c a l  i n s t a b i l i t y ,  o f f e r ing  a f e r t i l e  ground f o r  exploita- 
t i o n  by the  small  but  aggressive Communist Farty and i t s  sympathizers. The 
a sp i r a t ions  of t h e  masses f o r  a b e t t e r  l i f e  were expressed i n  June 1960, by 
t h e  e l ec t ion  of President Velasco (by 47$, t h e  l a r g e s t  p l u r a l i t y  in  Ecuado- 
r i a n  h i s to ry )  on a platform of extravagant promises of rapid  s o c i a l  and eco- 
nomic progress.  Barely a year and a half l a t e r ,  Velaaco's f a i l u r e  to  
i n s t i t u t e  promised s o c i a l  reforms and h i s  e r r a t i c  and i ne f fec t ive  leadership  
l e d  t o  h i s  overthrow on November 8, 1961 following a widespread popular 
demonstration supported by t h e  military. 

(Qui to)  
n Converted a t  18 sucres pe r  US do l l a r .  

Numerous e f fo r t s  have been made t o  oust Velasco's cons t i tu t iona l  successor, 
former Vice President Carlos Arosemena. Buffeted by p o l i t i c a l  preaeures and 
sporadical ly  incapacitated,  he has  not r e s to red  p o l i t i c a l  a t a b i l i t y  or gen- 
eral confidence i n  t h e  government. Although he has i n s t i t u t e d  minor reforms, 
such a s  those i n  the  inher i tance  and income t a x  f i e l d s ,  Arosemena has not ye t  
been ab le  to achieve basic s o c i a l  and f i s c a l  reforms. His energies of neces- 
s i t y  a r e  devoted largely  to  fending off t he  e f f o r t s  of h i s  opponents t o  re- 
move him. Additionally, the  very complexity of the  problems and the  i n e r t i a  
of t h e  Ecuadorian Government and socie ty  a r e  ser ious  hindering f ac to r s  t o  
meaningful reforms. 

The Ecuadorian economic s i t u a t i o n  r e f l e c t s  dependence on bananas, coffee  and 
cacao f o r  go$ of i t s  t o t a l  fore ign exchange earnings.  Ecuador's f i n a n c i a l  
posi t ion has improved s ince  t h e  slump i n  mid-1961. Export earnings increased 
i n  1962 t o  $142 mil l ion,  foreign exchange reserves have t r i p l e d  from t h e i r  
1961 low t o  $43.2 mil l ion and pe r  cap i t a  Gross National Product (GNP) (now 
$185) i s  again slowly r i s ing .  The budget process f o r  1963 i s  a s  y e t  incom- 
p le t e  a s  the  Executive Branch seeks t o  reduce t h e  estimated $12-15 mi l l ion  
d e f i c i t .  Meanwhile, t h e  Government of Ecuador (GOE) i s  seeking t o  push ahead 
with public works p ro jec t s  mainly i n  the  t ranspor ta t ion area .  The key ques- 
t i o n  i s  whether t h e  Government w i l l  be ab le  t o  resolve i t s  pressing f i s c a l  
problems i n  the  public sec to r  and avoid act ions  t h a t  m u l d  s t i f l e  t h e  i n i t i a -  
t i v e s  now emerging i n  t h e  p r iva te  sector .  

CONFIDENTIAL 
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The s t r a t e p y  i s  t,o L r i n ~  t o  ? ) c a r  t h e  e f f ' o r t s  o f  a l l  ext ,ernal  
at-onc,i 3s (Agency i'or I  r , t . e r r~a t i  onal  Devel opnierit ( A .  I .  LJ. ) , 1 n t e r -  
Ancrican Deve l nprwr. t T'a!~k (ID;<) , IriLerr~a L j  onal ihnk f o r  Kecon- 
s t r u c t  ion and Eevelopment ( I R R ! ~ ) ,  Export -Import, (Ex-Im) Pank, 
!Tni!.e.! !!zticr.s,  ct::. ' : 

1 . Ti? promot,e s t r u r t u r a l  changes t h a t  wil  I make modern i n s t i  t,u- 
t.ior;s of' t h e  p r i n c i p a l  agenc ies  of +,he Government, cf  I<ruador 
( G o E ) ,  t o  p repare  a  development p l a n ,  t,o a r h i e v e  and main ta in  
t ' i scal  ?r.:i monetary s t a b i l i t y ,  t o  e n c o u r a p  a  b e t t e r  a l l o c a -  
t,iiin o f  f i s c a l  r e s o u r c e s ,  and t o  support, p o l i r i e s  t o  s t i m u l a t e  
p r i v a t e  i n i t i a !  i v e .  Such reforms a r s  t.he b a s i s  f o r  the who1 e  
devclapmeni e r f o r t  and f o r  I1.S. c a p i t a l  a s s i  s t k n ~ e .  

3. 'To s t i m u l a t e  (whi le  t,hcse reforms a r e  t ak iqg  p l a c e )  p r i v a t e  
s l v i n g s  and investment  and promote i n s t i t u t i o n  h u i l d i ~ g  i n  
key i n r r a s t r u c t u r e  a r e a s ,  i r d u s t r y ,  a g r i c u l t , u r ~ ,  and s o c i a l  
p r o g r c s s  f i  s l d s  . 

3. To majn ta in  c u r r e n t  impact programs aimed a t  r e d u c i n g  discon-  
t e n t ,  av0idir.g s e r i o u s  insurgency s i t u a t i o n s ,  and showing 
p h y s i c a l  p r o g r e s s  a t  t h e  connunity l e v e l  while re forms  are 
being made. 

4 .  To en3  : ? i r e c t  O.S. support. ,-)C GOF opera t ing  budget i i e f j c j t s  
11s enpouraging t h e  e l i m i n a t i o n  of I  ow p r i o r i t y  government ex- 
p e n d j t u r e s ,  a  small drawdown on r e s e r v e s ,  and a n  i n c r e a s e  i n  
tax r - v m u e s .  

5 .  Sn a d d i t j o n  t.o gsn?ra l  re forms ,  t o  ca r ry  cut, p r o j e c t s  t , a i l o r e d  
t.o '.he promotion nf' spec i  Pic reform measures. For example, 
A.  I. D. w i l l  t'ol J ow up on i t s  coritrjhut,jnn t,o t.he I'lational 
iliphway Program jn F'? 1963 f a  J o i n t  undertaking of A .  T . D . ,  
1rJnr! and !he GCE! by c a r e f u l l y  r e s t r j  r , t ing  d i  s h r s p m p n t s  t o  
assur.1 GC'E i.nnt.rii!ut,i nrls a r ~ d  reforms . 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 
------- 

Fy 1964 Gga Lam E s t m t e  1 
$ I0 - I5 MIII 1 

----A&- 

----,All~once for Progress ------ b 
6. To s t i m u l a t e  t h e  GOE and p r i v a t e  apenc ies  t o  d e v i s e  and c a r r y  

ou t  a  program of l and  ref'orm which w i l l  n o t  impede a g r i c u l -  
t,ural produ'zti  v i  t y  . 

Current, S i t u a t i o n  

Ecuador 's  a b i l i t y  L O  improve s o c i a l  and economic c o n d i t i o n s  under  
t h e  Al l ia r , ce  i s  weakened by: (a) t r a d i t i e n a l  r e g i o n a l  autoncmy 
and geographic s e p a r a t i o n ;  ( b l  c h a o t i c  p u b l i c  a d m i n i s t r a t i o n ,  
c h a r a c t e r i z e d  by poor o s g a n i z a t i o n a l  s t r u c t , u r e ,  t h e  s p o i l s  system, 
and cmb.ersome procedures ,  o p e r a t i n g  under unpred ic t . ab l6  leades-  
s h i p ;  ( c )  f i s c a l  mjsmar,agement - n e a r l y  two-Lhirds cf' t h e  t a x  
r+:venues o r  t.he c,ountry go t c  cver  7''0 autoncxous agenc ies  and 
t t l ~  mil i  t ,ary,  1:ror.h essont ia!  l y  out s i d e  t h e  cont,rol of  t,he c e n t r a l  
govprnment ladget .  Governme~lt inves+,ment, ac t . i  v i  t i e s  a r e  small and 
scat.ter,ed. 'There j s  no development p l a n .  C e n t r a l  government 
budget deEic i  t s  have heen s u b s t a n t i a l  s i n c e  lc>60. The? u e r e  cov- 
e r e d  by U.S. hudget  suppor t  l o a n s  o r  $8 m i l l j o n  and $7 m i l l i o n  
r e s p e c t i v e l y  i n  f i s c a l  y e a r s  lG62 and 1?6i,?. A $12 t ,o .$15 m i l l i o n  
d c f i r , i t  i s  fo recas t ,  f'or CY I(,!;?; ( d l  i ~ c o m e  disl,riLut,lon i s  so  
unpqunl that,  l e s s  t,han 10% of t,he popula t ion  r e r e i v e s  Qt!$ o f  t h e  
r0c.ordt.d income. !d.iges a r e  low. ( e )  The government 's  jnab i l  i t y  
t o  meet. ~.n!nmj tmer~t,s I'or -onl , r i lut , ions t.c loca l  ~ r o s t s  o r   project,^ 
and t,he l a c k  of implemontation know-how have prevenl.ed t,he 
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i n i t i a t i o n  of  new c a p i t a l  development p r o j e c t s  and caused d e l a y s  ( c )  S e t t i n g  
i n  t h e  expendi tu re  of  funds a l r e a d y  i n  t h e  p i p e l i n e .  

FY 1964 Propram 

The assis tance program f o r  Ecuador w i l l  emphasize: ( a )  Main- 
t a i n i n g  internal  s e c u r i t y  by s t r e n g t h e n i n g  m i l i t a r y  c i v i c  a c t i o n  
and p o l i c e  forces, and reducfng  d i s c o n t e n t  th rough  immediate im-  
pact  p r o j e c t s  at the  c o m i t y  level. ( b )  Providing t e c h n i c a l  
a s s i s t a n c e  i n  economic p lanning ,  t a x  a d m i n i s t r a t i o n ,  and compre- 
hens ive  management improvement,,as p a r t  of  a  broad s c a l e  s t r u c -  
t u r a l  a d m i n i s t r a t i v e  and f i s c a l  reform program designed t o  ach ieve  
improved r e s o u r c e s  a l l o c a t i o n  and t o  i n c r e a s e  govqrnment revenues .  

-L 
t h e  i n s t i t u t i o n a l  base f o r  manpower development by - 

reform and expansion o f  t h e  e d u c a t i o n a l  system and s t r e n g t h e n i n g  
f r e e  democratic t r a d e  un ions .  ( d )  Developing coopera t ive  i n s t i -  
t u t i o n s  t o  s t i m u l a t e  s a v i n g s  and d i r e c t  them toward development. 
( e )  Increas ing  a g r i c u l t u r a l  and i n d u s t r i a l  p roduc t ion  through 
expansion of  i n f r a s t r u c t u r e  and f i n a n c i a l  i n s t i t u t i o n s  and t h e  
i d e n t i f i c a t i o n  of  key development o p p o r t u n i t i e s .  

Assis tance from o t h e r  a g e n c i e s  dur ing  FY 1963-1964 forms a n  in -  
t e g r a l  p a r t  o f  t h e  program -- t h e  IFRD f o r  t h e  Plational Highway 
p lan ,  t h e  IDB f o r  r u r a l  development and water  s u p p l i e s ,  t h e  UN 
and Organizat ion f o r  American S t a t e s  (OAS)  f o r  t e c h n i c a l  a s s i s t -  
ance.  
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- 1.T 1 ?h? Est imated I'roposcd 

Development Loans - Total  5.0 6.3 10.0-15.0 
Develo~ment Banks and 

Financial  Ins t i tu t ions  5.0 - 5.0 
Transportat  ion - 2.7 - 
Education - - 4-5 
Agriculture - 2 -  5 
Other - i.6 - 

Development Grants - Total  -6.2 - -. - 4.8 - . 4.8 
Agriculture 0.g 0.3 
Education 2 .8  1 . 2  1 .4  
Health 0.7 0 -  5 0.4 
Public Administration and 
Public Safety 1 .6  1.2 1.2 

Other 1 .0  1 .3  1 .5  

Deobligations During FY 1962 -0.1 xx xx 

Supporting AssisLaiice - Total  8 .0  7.0 - 
Budget Support 6.0 ' ( . O  - 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & IV: 

Country Uses - 3.8 3.5 
( s a l e s  Agreements) - (3.8) (3.51 

K l i t a r y  Assistance Program 2.3 4.4 5.3 

A S  I ( ) . ?  
, - 

Technical ~ o o ~ . / ~ e v e l o p n e n t  Grants . .L t j . ?  .................. Development Loans >. '7  5.0 ......................... 0 7 Other A . I . D .  9.0 

FOOD FOR PEACE (P.L. @O) - TOTAL 3 .3  2.2 .............. T i t l e  I, Country Uses 2.4 - ............... ( s a l e s  ~ g r e a n e n t s )  ( 3.2 1 ( -1 - 

T i t l e  I1 ........................... 
T i t l e  I11 .......................... ........................... T i t l e  I V  

........... EX-IM BANK mG-TERM LOANS 

. ....... OTHER U .S ECONOMIC ASSISTANCE 

MILITARY ASSISTANCE d 
M.A.P. - Grant Aid ................. ......... M.A.P. - Credit  Assistance .......... Other Mil i tary  Assistance 

ASSISTANCE FROM WT'L. AGENCIES 
. . . . . . . . . . . . . . . . . .  IBRD - World Bank 

UN Tech. Ass ' t .  (CY ending 
UN Special Fund . . . . . . . . . .  
Inter-Am. Dev. &ink . . . . . .  

SIKC-SOVIET BLOC ASSISTANCE 

LPAN $ RtiPAYNENTS Rr INTEREST 
A.I.D. and P.L. L80 Loans . . . . . . . . . .  0.1 
Ex-Tm Paank (Long-Term; . . . . . . . . . . . . .  ?.? 
Other Government Loans . . . . . . . . . . . . .  - 

Annual data a re  net  de l ive r i e s .  



PREVIOUS PAGE BLANK 

Haiti 



Haiti 

Haiti- BASIC ECONOMIC DATA I Shedad ere.. are SECURITY CUSSPIED and 
must not be divulged to unauthorized indi- 
viduals. Al l  other materid is unrlassified. I 

Annual P ~ p u l a t i o n  Growth ....... 2.1% Agricul tura l  Land 
.............. Gross National Product (1961)* Percent of Area 3@ 
............. Total (b  14ill ion) ............ 300 Acres per Capita 0 .5  

Per Capita GNP (Dollars j ..... 71 Literacy Rate .................. 10% 
Pupils - g of Pan. (P:,im/;ec:ond.j % 
Life Expectancy (;/ears) ........ 33 

............ i o ? l e  per  jloc t o r  .11.,030 

AGRICULTURAL FXOD. IIJDEX (1952-54=100) 109 101 115 108 
Per Capita Index ................... 9 5 87 97 ti? 

Rice, rcugh (1000 MT) ........... h l  h2 h3 4h 

BAUXITE PRGDUCTILJN (1000 PIT). ......... 259 272 267 255 

INTWdiATIOIIAL TRADE (4 ) , i l l ion)  
Total Exports ( f  .o.b.) ............. 2 8 33 32 h 3 

......................... Coffee (15) (17) ( i 3 )  
Total  Im2orts ( c . i . f . )  

(2L) 
30 ............. - - 36 - 33 35 - 

Trade Balance .................... - 2 - 3  - 3 +10 

SOLD & FOREIGN EXCHANGE (End Y r . - $  Mil) 3 .9  5.3 3.9 1 .5 (oc t )  

....... ZOST CF LIVING INDEX (1958=100) 95 91 911 95 
( Pcrt-au-Prince) 

?: Ccnverted a t  5 Gcurdes pe r  U.S. do l l a r .  

Country Bacbround 

S i tua ted  i n  t h e  Caribbean about 700 miles southeast  of Florida,  Hai t i  occu- 
p i e s  t h e  western t h i r d  of t he  i s land of Hispaniola. I t s  4.3 mi l l ion people 
a r e  packed onto 10,700 square miles of land of which only about one-third i s  
s u i t a b l e  f o r  farming. The bulk of t he  people l i v e  a s  subsistence farmers on 
small  p l o t s  of badly eroded land.  Grinding poverty (per  cap i t a  income i s  
l e s s  than $75) and i l l i t e r a c y  have r e su l t ed  i n  chronic p o l i t i c a l  i n s t a b i l i t y  
and a long s e r i e s  of corrupt,  quas i -dic ta torships ,  none with my firm ideo- 
l o g i c a l  base. 

The present  Duvalier government came t o  power i n  1957, a f t e r  a year of near- 
anarchy. In  1961, two years before h i s  term of o f f i c e  was due t o  expire,  
Duvalier declared himself re-e lec ted f o r  a second term and does not p lan t o  
s t e p  down when t h e  term t o  vhich he was l e g a l l y  e lec ted expires i n  May of 
th is  year. Hai t i  lacks any t r a d i t i o n  of p o l i t i c a l  p a r t i e s ,  and Haitian 
peasants,  who comprise over 80$ of t h e  population, a r e  p o l i t i c a l l y  apathet ic .  
P o l i t i c a l  d isorganizat ion has inh ib i t ed  t h e  r i s e  of an organized Connaunist 
par ty .  Al thowh the re  have been s igns  of increased Communist a c t i v i t y  dur- 
ing t h e  pas t  year,  t h e  par ty  is too  s m a l l  and ine f fec tua l  t o  present an 
m e d i a t e  t h r e a t .  Of g rea te r  m e d i a t e  concern I s  t h e  presence i n  Duvaller's 
cabinet  of unprincipled individuals  believed sympathetic t o  communism and 
Castmism. 

H a i t i ' s  economy i s  primarily based on subsistence agr icul ture .  Hai t i  con- 
t inues  t o  import l a r g e  quan t i t i e s  of food, especia l ly  wheat. More than hal f  
of H a i t i ' s  fore ign exchange earnings and a l a rge  p a r t  of public revenues a r e  
derived from coffee  exports.  Because of t he  b iennia l  cycle of t h e  coffee 
crop, Ha i t i ' s  export earnings and t h e  e n t i r e  economy su f fe r  from c y c l i c a l  
i n s t a b i l i t y .  

Ha l t i  produces no c a p i t a l  goods except cement and almost no consumer items 
beyond foodstuffs and t e x t i l e s .  It i s  estimated t h a t  t he re  a r e  only 17,000 
paying jobs i n  t h e  p r iva te  sec to r  of t h e  e n t i r e  country. The investment c l i -  
mate i s  uncertain and impedes s o c i a l  and economic development. The annual 
r a t e  of investment i s  bare ly  s u f f i c i e n t  t o  keep up with the  de te r io ra t ion  of 
exis t ing physical p l an t .  

H a i t i ' s  p o l i t i c a l  i n s t i t u t i o n s  a r e  almost equally underdeveloped, r e f l e c t i n g  
Zntermittent per iods  of c i v i l  va r  and anarchy. %iti has been i so la t ed  from 
t h e  polftfctrl  and economic thought of t h e  r e s t  of  t h e  world and is  only dimly 
avare  of the cur ren t s  of nationalism and t h e  concepts of development t h a t  
i n f l m c e  the behavior of  most o ther  underdeveloped countries.  The Govern- 
m e d t  1s t r a d i t i o n a l l y  beset  by g r a f t ,  corrupt ion and maneuverings f o r  porn.  
Neither the Government nor t h e  country's  e l i t e  -- t he  educated and genera- 
wealthy group -- show any i n t e r e s t  i n  promoting development. 
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U .S. --. O b j e c t i v e s  and S t r a t t : ~ y ~  

The Agency f o r  I n t e r n a t i o n a l  Development (A .I.L!. J oh. w . t i v e s  a r e  
t o  m a i n t a i n  a  U.S. presence a s  a  c o n t i n u i n g  rcproach t o  t h e  Duva- 
l i e r  regime and a s  t h e  b a s i s  f o r  r e b u i l d i n g  our deve1opmcnt:d 
a c t i v i t i e s  when and i f  p o l i t i c a l  c i rcumstnn~.es  J u s t i l ' y  it. E'llrther 
o b j e c t i v e s  a r e  t o  p r o t e c t  our  cons iderab le  investment i n  ma1 ) r i a  
e r a d i c a t i o n  and t o  main ta in  s u p e r v i s i o n  of o p e ~ , ? t i o n s  undor ? x i s t -  
i n g  l o a n s .  

H a i t i ,  under  P r e s i d e n t  Duval ier ,  h a s  been increasi:leLy d e f i a n t  of 
the p r i n c i p l e s  of t h e  A l l i a n c e  f o r  Progress .  k r i n g  t h a  p a s t  pa r ,  
t h e  Government of H a i t i  ( M H )  engaged i n  systematic  o b s t r u c t i o n  of  
b o t h  t h e  A.I.D. program and t h o s e  f i n a n c e d  by t h e  i n t e r n a t i o n a l  
l e n d i n g  agenc ies .  Toward t h e  end of  Ff 1967, O H  n n n - - o n p ~ r l t i o n  
was such t h a t  each of t h e  major agenc ies  found i t  ndvisab le  t o  
c u t  back i t s  a c t i v i t i e s  t o  minimum vhold ing"  level ; .  

I f  t h e  Duval ie r  regime remains i n  o f f i c e  beyond t h e  t e r m  ~f its 
l e g a l  mandate ( ~ a ~  19631, U.S. a s s i s t a n c e  s t r a t e e y  w i l l  b e  t o  
f u r t h e r  c u r t a i l  t h e  a l r e a d y  s h a r p l y  scaled-down progrsm. T o t a l  
suspens ion  of t h e  program would n o t  be  i n  t h e  U.S. i n t e r e s t ,  U.S. 
s t r a t e g y  i s  based  on t h e  fol lowing:  

I ,  k holding-operat ion s t r a t e g y  based on t h e  c o n t i n u a t i o n  o f  o n l y  
one program (malar ia  e r a d i c a t i o n )  would demonstrate d i sapprova l  
of  D u v a l i e r ' s  sys temat ic  f l o u t i n g  of  t h e  p o l i t i c a l  and economic 
norms of t h e  Al l iance ,  b u t  would avoid  an open and f i n a l  b r e a ~  
wi th  t h e  regime at a t ime when no acceptable  successor  ragime 
i s  i n  s i g h t .  

2. A s k e l e t o n  s t a f f  i n  H a i t i  and a  token program w i l l  c o n s t i t u t e  
a  con t inu ing ,  v i s i b l e  reproach  t o  Duvalier,  p o i n t i n g  up n i s  
r e s p o n s i b i l i t y  f o r  t h e  d r a s t i c  and cont inuing phase-down of a 
f o r m e r l y  s i z a b l e  program. I t  w i l l  a l s o  prevent  Duval ie r  from 
a s s e r t i n g  t h a t  t h e  United S t a t e s  has completely abandoned H a i t i  
and u i l l  l i m i t  h i s  a b i l i t y  t o  dramatize h i s  "go-it-alone1' 
program. 

3. S h m l d  t h e  United S t a t e s  abandon t h e  one program contemplated 
f o r  FY 1964 (mala r ia  e r a d i c a t i o n ) ,  A . I . D .  would waste  t h e  
money i n v e s t e d  i n  t h e  program t h u s  f a r ,  and expose t h e  Do,nini- 
can  Republic  t o  r e i n f e s t a t i o n .  Without a  s k e l e t o n  s t l f f ,  
A .I .D. would a l s o  r i s k  inadequa te  supervis ion o f  a c t i v i t i e s  
be ing  c a r r i e d  o u t  under e x i s t i n g  l o a n s .  

PRiOR and CURRENT PROGRAMS 
(Millions of Dollars) 

lltonce for Proaresr Granlr 

PROPOSED PROGRAM k\ 
FY 1964 

\QQ 

Should t h e  h v a l i e r  government f a l l  d u r i n g  M 1964, :!rid : :iwdld t h e  
nav  regime s h a r e  AFP ob;ec t ives ,  a  t o t a l l y  new s t r a t e g y  and con- 
t i h g e ~ c y  f i n a n c i n g  w i l l  be r e q u i r e d .  

Cur ren t  S i t u a t i o n  

H a i t i ' s  economic s i t u a t i o n  h a s  been c r i t i c a l  l o r  many y e a r s  and 
i s  worsening. Foreign exchange m d  go ld  reserv6.s have dropped t o  
t h e  lowest  p o i n t  s i ~ c e  t h e  l ' c r i s i s "  of 1953. The WH1s h a r ~ s s -  
ment of t h e  b u s i n e s s  community h a s  f u r t h e r  dep lessed  b u s i n e s s  
a c t i v i t y .  I n  a d L t   on, H a i t i ' s  r e c e i p t ,  rrom tour i sm have h e m  
on a dcwnwol-rl Lrcnd In  r e c e n t  y c a r s ,  w h i l e  c a p i t a l  f l i g h t  ha- 
increri ;ed due t o  b u s i n c ; ~  u n c c r t z i n t i r s .  Desnitp t h i s  JcLer iora -  
t i o n ,  however, t h e  Duval ie r  regime ray w e l l  b e  a b l e  t o  s t a v e  o f f  
economic c o l l a p s e  f o r  a  y e a r  o r  Tore.  

While t h e  h v a l i t r  r -v ine  has p a i d  l i p  s e r v i c e  t o  t h e  ? o n w p t  of 
s e l f - h e l p ,  it h a s  shown l i t t l e  r e a l  1mdersta:lding of t h e  b a s i c  
~ r i n c i ~ l e s  oi' tho  A l l i a n c e  f o r  Progress  and l i t t l e  roncern f o r  
economic o r  s o c i a l  development. A t a x  "reform" unciertaken i n  1961 
merely plugged a  few loopholes  i n  t h e  e x i s t i n g  i n e q u i t a b l e  t a x  
s t r u c t u r e ;  subsequent ly ,  a  number o f  new t a x e s  were enac ted  i n  s 
piecetsleal f s s h i o n ,  most of them r e g r e r s i v s  an? a l l  of  them ear -  
marked f o r  s p e c i a l  " s l u s h  f ind1 '  accounts .  H a i t i  h, s ,  however, 
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cont inued  t o  adhere t o  i t s  s t a b i l i z a t i o n  agreement b i t h  t h a  I n t e r -  
n a t i o n a l  Monetary Fund (IMF) and t h e  consequent  con t inued  s t a b i l i t y  
o f  t h e  currency.  

I f  t h o  Duval ier  regime remains i n  o f f i c e  beyond t h e  term of i t s  
l e g a l  nandata  (MAY 1963),  t h e  FY 1964 program w i l l  be l i m i t e d  t o  
m a l a r i a  e r a d i c a t i o n  a c t i v i t i e s .  The m a l a r i a  progrlm i s  o p e r a t i n g  
undr r a  m u l t i l a t e ~ d  ,~greement  i n v o l v i n g  t h e  Pan American Hezl th 
O r  p l n i  z a t i o n ,  L . N .  Chi1 d r e n l  s  Fund (UNICEF), t h e  H s i t i a n  Government 
and A . 1  . D .  The FY 1964 program w i l l  financue tht: t h i r d  y e a r  of t h e  
four-year  " a t t a c k  phase."  FY 1964 funding  requi remrnts  I r e  e s t i -  
mated a t  $1.7 m i l l i o n .  Ttl? F Y  1964 program w i l l  .,gain be funded 
from Supporzicg Ass i s tance  s i n c e  H a i t i  does n o t  l u a l i f y  f o r  Develop- 
ment Grants  und-r  t h e  A l l i a c c s  f o r  P r o g r e s s .  No new l o a n s  a r e  
a n t i c i p a t e d  i c  FY 1964. Twc e x i s t i n g  l o a n s  ( t h e  Port-au-Prince 
a i r p o r t  l o a n  and a  l o a n  t o  a  p r i v a t e  s i s a l  p roducer )  w i l l  r-main 
a c t i v e  i n  FY 1964. 

Other  Frpe World a s s i s t a n c e  probably w i l l  bz l i m i t e d  t o  a handful  
of  U . N .  t e c h n i c a l  I s s i s t a n c e  p r o j e c t s ,  con t inued  drawings under 
H a i t i ' s  566 m i l l i 2 n  Standby Arrangement wi th  t h e  IMF, and some small- 
s c a l e  disbursements  from a  1961 Inter-American gevelopment Bank 
(IIIB) l o a n  of $3.5 m i l l i o n  f o r  a g r i c u l t u r a l  and i n d u s t r i a l  c r e d i t .  
I t  i s  p o s s i b l e  t h a t  t h e  I n t e r n s t i o n a l  E a t k  for  Recons t ruc t ion  and 
k v e l o p m e n t  (IBRD) w i l l  r o n t i n u e  i t s  road-maint-nance program which 
c o s t -  about  $350,000 annua l ly .  

FY 1964 A . 1  . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

Suppor t ing  Ass i s tance  - T o t a l  7 . 1 d  2.4 1.7 
Gran ts  

A g r i c u l t u r e  3.3 - - 
Health 1 .I  1  .?c 1.5 
Other  2.7 1  . O  0 . 2  

Suppor t ing  A s s i s t s n c e  - T o t a l  - - 2.8 - 
Loans 

A i r p o r t  - 2.8 - 
Development Grants  

Deobl iga t ions  During FY 1962 -0.3 xx xx 

Other  U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program 1 . 2  0.5 1 .4  

a/  $4.4 m i l l i o n  of  t h i s  was d e o b l i g a t e d  i n  FY 1963. - 

I 

Obl iga t ions  and Commitments FY 
: m i l l i o n s  of d o l l a r s  B d o l l a r  equiv.) 1 1$1 ( 1$2 1 1946-1962 

AGENCY FOR MT'L.  DEVELOPMENT - TOW 1.0.7 
Technical  Coop./~evelopment Grants . 2.0 
Development Loans .................. -2.8 
Other  A . I . D .  ....................... 11 .5  

FoOD FOR PEACE (P .L. 480) - TOTAL -. 1.1 
T i t l e  I, Country Uses .............. - 

( s a l e s  ~ g r e e m e n t s )  ............... ( -) 
T i t l e  I1 ........................... - 
T i t l e  111 .......................... 1 . 1  
T i t l e  I V  ........................... - 

EX-IM BANK LONG-TEW LOANS ........... - 

OTHER U.S. ECONOMIC ASSISTANCE ....... - 
- .  

MILITARY ASSISTANCE~ ................. M.A.P. - Grant Aid 0 . 6  ......... M.A.P. - C r e d i t  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 n c e  - 

ASSISTANCE FROM INT 'L. AGEXCIES 
................. IEhD - World Bank.. - 

UN Tech. A s s l t .  (CY ending i n  FY) ... 0 . 2  
UN Spec ia l  Fund ..................... 0 . 3  
Inter-Am. Dev. Rank ................. 3.5 

SlNO-SOVIET BLOC ASSISTANCE ( C Y )  ..... 
LOAF! $ REPAYMENTS & IiiTEREST 

A. I . D .  and F.L. 480 ioaris . .  ......... - 
.............. Ex-Im Eank (Long-Term] - 

............ Other  Govermient Loans..  - 

iZ/ Annual d a t a  a r e  n e t  d e l i v ~ r i e s .  

p- - -  

:Less than $50,000 
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M e x  ~ C O -  GENERAL E a N O M I C  DATA 

BASIC DATA Calendar Years 
1959 - - 1961 1%0 - 

10,320 10,903 ll,280 
305 312 313 

1962 Est .  

l l ,780 
317 

17 
103 
-1 
8 

158 
m 

4,894 

128 

ROATH IYDICATORS 

otal GNP (in 1961 prices; I millions)* ...................... 
Per  Capita  GNP (dollars) ...................................... Population (millions - 1962). . . . . . . .  37.1 Life Expectancy ....... 60 

Annual Growth (percent) ........ 3.1 
. . . . . . . . . .  People per Doc tor . .  2,050 

.Area (1000 sq. mi.) . . . . . . . . . . . . . . .  760 
. . . . . . . . . . . .  Pop. Density per sq. mi. ........ 49 Literacy Rate - % 56 

Agricultural Land 
. . . . . . . . . .  Percent  o f  Total  Area.. .......... 48 Pupi l s  a s  % of Pop. 11 

lvestment a s  percent of GNP ................................... 
omestic Savings a s  % of Investment .......................... 
et  Foreign Balance a s  % o f  GYP .......................... 
e n d  Gov't Domestic Revenues a s  $ of GNP 4:: ....... 

Acree per Capita  ............... 6 (Primary & S e c o n d a ~ )  gricultural Prod. Index (1952-54300) ......................... 
Index per Capita  (1952-54=100) ............. 
corn (1,000 KC) ........................ 

 dustr rial Prod. Index (1958300) ................................ 
-- 

MEXICO - GROWTH TRENDS 
-- 

I S  B#limnl - 1961 Prlc.sl 
ENTRAL GOVERNVEYT FN4SCES '  -d 
(FY ending December 31) 

- Million Dollar Equivalents - 

Gmss ~ o t m n o l  
Product .............................. ................ otal Expenditures .. 

.................................. (Defense Expend,turer) 
( C a p ~ t a l  Outlays) ............................................ 

otal Domestic Revenues ......................................... 

Deficit or Surplus ............................................... 

Converted a t  12.50 pesos per u.s.$. d In addition t o  the central  government, the  
s t a t e  governments levy substantial revenue of t h e i r  ovn, not included here. 

A.I.D./W estimates. General budget only. Does not include extrabudgetary accouats. 
Preliminary actuals. 

Country Progress 

Mexico's ra te  of growth during the past 20 years has been one of the highest among 
the  underdeveloped countries. I t s  potential for  long-range grovth is equally good. 
'%e Plan for  Immediate Action: 1962-64," prepered by the  Government of Mexico, 
reveals the desire  of the  government t o  maintain a r a t e  (5.5s) and diversi ty  of 
grovth that w i l l  assure an improvement in  the well-being of a l l  groups. Achieve- 
ment of such growth w i l l  require $6.3 b i l l ion  of investment over the  three-year 
period. $1.6 b i l l ion  of t h i s  amount vlll be required from foreign credits.  

Calendar Years 
1961 - 

826 
(160) 

1962 Fr t .  

930 
(210) 
1.130 

-200 

314(sept 

log 

.. -. - 
INTERNATIONAL TRADE (t  millions) 

............ Total  Exports (f.0.b.). 750 
Cotton ................. (199) 

............. Total  Imports (c.i.f.) 1,007 
............... Trade B a l a n c e . .  -257 

GNP (million $;1961 p i c e s )  9,441 11,280 U,780 16,000 
GNP per capita($;l961 " ) 296 313 317 335 
Agric. (1952-53=100) 135 157 158 180 
t@g. (1958=100) 95 116 l l 8  135 
Industry (1958=100) 95 122 124 150 
Internal wade (1958=100) 97 119 122 144 

...... COLD & FOREIGN EXCHANG 413 
(end of year - $ millions) 3 

COST O F  LIVING INDEX (1958=100). . 102 
( ~ e x i c o  c i t y )  

d Central Bank only. 
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Due Lo it.; size and pos i t i on  oT influence i n  Latin America, Mexico's 
,uccess i s  c s , en t i a l  Lo t h e  Al l iance .  

It i s  t h e  U.S. ob jec t ive  t o  promote Mexican s o c i a l  and economic 
progres.; by a r a i s t i n g  i n  t h e  development of human and physica l  
resources ,  rmphasizirq the  p r iva t e  rpc to r .  

During t h e  pas t  two decades, MPX-ico has enjoyed a  high r a t e  of 
economic growth (4$-8% annual ly) .  Most of the increase  has 
oziiii-rtd in tlic i i dus  i r i a l  s e c i o r ,  now more shan 25% or  Gross 
National Product (GNP) . How:-"- :.-, t h i s  i n d u s t r i a l  development has 
been l imi t ed  t o  a  few urbau centers ,  pa r t i cu la r ly  Mexeco City and 
Monterrey. 

I n  add i t ion  to  t h i s  imbalance, t h e  economy i s  handicapped by t h e  
government 's  a t t i t u d e  toward t h e  p r i v a t e  sec tor ,  a l t e r n a t e l y  luke- 
warn and unfr iendly .  The slogans and programs of t h e  t h i r t i e s  
continue t o  be t h e  slogans,  and o f t en  the  programs, of t h e  s i x t i e s -  

Despite t h e  c e n t r a l  pos i t i on  of ? g r i c u l t u r a l p r o g r e s s  as a  goal  
of t h e  Revolution, t h i s  s ec to r  i s  lagging badly. The 554 of t h e  
people who s t i l l  l i v e  i n  r u r a l  areas have an average per cap i t a  
income o f  $100 a  year ,  l e s s  than one- th i rd  the na t iona l  average. 
This s i t u a t i o n  has l e d  t o  increas ingly  serious unres t  i n  t h e  r u r a l  
a r eas .  The recent  formation of t h e  Communist-led Campe 
t r a l  Lndependiente ( l e f t i s t  r u r a l  movement) has caused co 
b l e  alarm i n  high o f f i c i a l  Mexican c i r c l e s .  

U n t i l  a  comprehensive long-range s t r a t egy  i': developed, based on 
the  Mexican development p lan  current ly  undergoing review by United 
S t a t e s ,  t h e  I n t e r n a t i o n a l  Bank f o r  Reconstructi<rn and Development 
(IBRD), and t h e  Organization of American Sta tes  (OAS) Panpl of 
Nine, our  z t r a t e m  i s  t o  promote the a c c ~ l e r a t ~ d  growth of Mexico 
through loan p a r t i c i p a t i o n  i n  se l ec t ed  cap i t a l  p ro j ec t s  aimed a t  
key problem areas  and t r a i n i n g  programs t o  develop i t s  r e l a t e d  
human resources .  F i n a l  Agency f o r  In t e rna t iona l  Development 
( A . 1  .D. ) s t r a t egy  w i l l  await t he  r epor t s  of these agencies.  

k r e d i a t e  U.S. e f f o r t s  a r e  aimed a t  providing t h e  c a t a l y s t  element 
f o r  s o c i a l  aqd economic change, With t h e  Mexicans providing match- 
ing  funds and t h e  neceszary i echn ica l  services it i s  suggested t h a t  
t h i s  be donv pr imar i ly  i n  the  f i e l d s  of agr icul ture ,  housing and 

PRIOR and CIJZRENT PROGRAMS 
(Millions of Dollars) 

1-0 Y ~ r o n t s  

FY 1962 I=------1 ~ o a n s  20 o 20.7 
,,,,,,,,, ,,,,,, Alhonce for Proaress b,2i -$OI  M , I I , ~  

FY 1963 
--------• A l l ~ o n c e  for Progress 

PROPOSED PROGRAM 
1 0.3 

p r i v a t , ~  indus t ry ,  w i th  emphasis s n  areos  outs idc  t h e  metropoli tan 
centers .  The U.S. e f f o r t  w i l l  be  d i r ec t ed  through t h e  p r i v a t e  
banking channels i n  Mexico a s  another means of strengthening t h e  
p r i v a t e  sec to r .  

A.I.D. i n t e r e s t s  w i l l  be b u i l t  i n t o  t h e  loan agreements, wi th  ade- 
quate  performance on se l f -he lp  measures a major cons idera t ion  i n  
making loan disbursements. 

I n  s p e c i f i c  terms: 

1. A.I .D .  i n  conjunction wi th  o ther  agencies of t h e  Al l iance  f o r  
Progress w i l l  continue t o  encourage: ( a )  an increase  i n  Gov- 
ernment revenues th ro  h  more e f f e c t i v e  t a x  c o l l e c t i o n  and 
o ther  t a x  measures: (y b t h e  developm~nt, of an e f f e c t i v e  eco- 
nomic progrim by t h e  Mexican Gw~ernment; and ( c ) . ~  more con- 
s i z t e n t  and responsive Mexican po l i cy  toward t h e  p r i v a t e  
sec to r .  

2 .  A . I . D . ,  operating through t h e  p r i v a t e  banking s t ruc tu re ,  w i l l  
loan  funds f o r  long-term a g r i c u l t u r e  production c r e d i t s  t o  
small mer: and w i l l  f o s t e r  t enu re  reforms by r equ i r ing  land 
t i t les .  - 63 
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3 .  Ey providi lg  seed c a p i t a l  t o  p r i v a t e  small  indus t ry  develop- 
ment banks, A . I . D .  w i l l  seek t o  broaden t h e  i n d u s t r i a l  base.  
The Mexican Government w i l l  p a r t i c i p a t e  on a  matching b a s i s  i n  
providing seed c a p i t a l .  

4 .  I n  par tnership  with t h e  Government of Mexico (GOM) on a  50-50 
matching b a s i s ,  A . I . D .  i n  a  three-year  program w i l l  seek t o  
s t rengthen p r i v a t e  housing development through p r i v a t e  savings 
and loan a s soc ia t ions  f o r  low-cost housing and by promoting 
housing guarantees . 

5. A . I . D .  w i l l  a s s i s t  i n  developing the  human resources necessary 
f o r  s o c i a l  and economic development. 

Cix-rent S i t u a t i o n  

Mexico, a  country of 760,000 square miles wi th  a  population of 37 
mi l l i on ,  i s  our c loses t  neighbor t o  t h e  South and t h e  second most 
populous na t ion  i n  I a t i n  America. Mexico's p o l i t i c a l  and economic 
a t t i t u d e s  have been s t rongly  influenced by t h i s  proximity and by 
t h e  sometimes v i o l e n t  h i s t o r y  of U.S.-Mexican r e l a t i o n s ,  which 
have heightened Mexico's d e s i r e  t o  maintain f u l l  p o l i t i c a l  and 
economic sovereignty a s  we l l  a s  c u l t u r a l  i d e n t i t y .  

The country ' s  i n t e r n a l  p o l i t i c a l  s t r u c t u r e  i s  l a rge ly  shaped by 
the  pervas ive  inf luence  of t h e  Revolution of 1910. 

Mexico has a  r e a l  p o t e n t i a l  f o r  long-range economic growth provided 
s u b s t a n t i a l  investment c a p i t a l  i s  obtained from both domestic and 
ex te rna l  sources, publ ic  and p r iva t e .  Gross domestic product, i n  
1962 current  p r i ces ,  has increased more than 300% between 1940 and 
1962 wi th  p r i v a t e  investment exceeding publ ic  i n  both amount and 
r a t e  of increase .  Rapid population growth requi res  t h e  maintenance 
of t h e  pas t  r a t e  of development. 

Mexico began t o  car ry  out  a  sweeping r e d i s t r i b u t i o n  of a g r i c u l t u r a l  
land more than 30 years  ago. This land d i s t r i b u t i o n  program 
through iden t i fy ing  t h e  peasant wi th  the  Government has contributed 
dec i s ive ly  t o  Mexico's almost unique p o l i t i c a l  s t a b i l i t y .  However, 
by p l a c i x  t h e  peasantry on holdings which were o f t e n  uneconomic, 
t h e  r e c i p i e n t s  of land and t h e i r  h e i r s  were r e l ega ted  t o  a  s t  
of  perpetual  poverty.  I n  t h e  pas t  few yea r s  t h e  r u r a l  a r eas  
Mexico have again  become a  focus o f  s o c i a l  and p o l i t i c a l  unr 

The f a r  l e f t  i n  Mexico's o f f i c i a l  par ty ,  t h e  I n s t i t u t i o n a l  Revo- 
lu t ionary  Par ty  (PRI), at tempts t o  influence the  Government t o  
adopt Communist-lining, ant i -Uni ted  S t a t e s  fo re ign  p o l i c i e s  and 
t o  increase a n t i - c a p i t a l i s t i c  governmental in tervent ion  i n  t h e  
domestic econoqy. This wing of t h e  PRI, which looks t o  ex- 
President  Iazaro Cardenas f o r  leadership ,  works both wi th in  t h e  
pa r ty  s t r u c t u r e  and outs ide  of t he  par ty  through Communist f r o n t  
organizations,  t h e  exis tence  of which it can point  t o  a s  "proof" 
t h a t  the PRI has veered too f a r  t o  t h e  r i g h t .  The extreme l e f t  
hopes tha t  t hese  f r o n t  organiza t ions ,  such a s  t h e  National Liber- 
a t i o n  Movement (MLN) and t h e  more recent ly  formed Independent 
Peasant Central  ( C C I ) ,  w i l l  be a b l e  i n  t h e  long run t o  ef fec-  
t i v e l y  challenge the  long-standing p o l i t i c a l  hegemony of t h e  
l e f t  cen te r i s t  PRI. Their more immediate objec t ive ,  however, 
appears t o  be t o  influence t h e  PRI leadership  t o  choose a  p re s i -  
d e n t i a l  candidate f o r  t he  1964 e l ec t ions  who w i l l  be sympathetic 
t o  t h e i r  views and objec t ives .  A t  t h e  same time, t h e  more moder- 
a t e  wing i n  t h e  PRI has formed an anti-Communist organiza t ion ,  
t he  Civic Front,  and o the r  groups, ou t s ide  the  PRI, primarily 
influenced by t h e  Catholic Church, a l s o  have adopted a  m i l i t a n t  
anti-Communist s tance .  The PRI p res iden t i a l  candidate w i l l  be  
se lec ted  before  t h e  end of 1963, and, as  a  r e s u l t ,  both l e f t  and 
r i g h t  can be  expected i n  t h e  coming months t o  s t e p  up t h e i r  
a c t i v i t i e s  designed t o  inf luence  t h a t  choice. The p o l i t i c a l  s i t -  
uation i n  Mexico w i l l  be t ense  u n t i l  a f t e r  t h e  e l ec t ion  i n  Ju ly  
1964. 

Although Mexico has experienced rapid  economic growth s ince  t h e  
1930's, p a r t i c u l a r l y  i n  the  i n d u s t r i a l  s ec to r ,  t he  r a t e  of 
increase i n  t h e  GNP has remained r e l a t i v e l y  constant  s ince  1961. 
I n  1962, t h e  growth i n  GNP was an  est imated 4.2% compared t o  a  
population growth of 3.1%. The per cap i t a  GNP i s  $320, d e s p i t e  
Mexico's r e l a t i v e l y  high r a t e  of economic growth i n  t h e  pas t  20 
years .  k s s  than 60% of the  population i s  l i t e r a t e  and only 
about half  of t h e  coun t ry ' s  school-age chi ldren  received formal 
education i n  1961. 

The "plan f o r  Immediate Action," prepared by t h e  Mexican Govern- 
ment t o  cover t h e  years  1963-1965 reveals  both t h e  d e s i r e  of t h e  
GOM to  sponsor renewed and d i v e r s i f i e d  growth and t h e  f i n a n c i a l  
d i f f i c u l t i e s  f ac ing  t h e  country i n  at tempting t o  implement t h e  
program. According t o  t h e  Mexican Development Plan, i f  t he  GOM 
i s  t o  maintain an  annual 5% growth i n  GNP, it may need ex te rna l  
c r ed i t s  exceeding $500 mi l l i on  per year f o r  t h e  publ ic  s ec to r  
during the  three-year  period of 1963-1965. This publ ic  s e c t o r  
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r e q a i r e m e ~ l t  i s  a t  l e a s t  $200 m i l 7  i o n  annua i iy  i n  excess  of c r e d l t s  
o b t a i n e d  i n  1460 and 1961. The I H H U  i s  c u r r e n t l y  e v a l u a t i n g  t h e  
P l a n  and w i l l  suppes t  wavs bv which d n n e n r l e n r ~  on  e v t ~ r n a l  ~ r d ! t s  
may be reduced.  

The A . I . D .  p-roaam, as proposed, i s  suppor t ing  t h o s e  p o r t i o n s  of 
t h e  d e v e ~ o & n t  p l a n  d i P e c t l y  a f f e c t  
a s s i s t a n c e  i f  cont inued  s t a b i l r l t y  ' 
s e c t a r  i s  Co be g iven  a  g r e a t e r  

F u r t l i e r ,  A.1.O. .+s e::couraged t h e  W14 t o  take s e l f - h e l p  
which i n c r e a s e  t h e  p r o s p e c t s  for  s u c c e s s f u l l y  c a r r y i n g  ou 
proposed. program. S i n c e  t h e  Conference o f  Punta d e l  E s t e  s i g -  
n i f i c a n t  s t e m  have been taken  w i t h  r e s p e c t  t o :  ( a )  t h e  es tab-  
- - -  -- 

l i s h m e n t  o f  i h e  Nat iona l  Planning commission t o  b e  coord ina ted  
i ~ n d e r  ?.he M i n i s t r y  n f  t h e  P ~ e s i d e r - c y  and the M i n j s t r y  = f  F i n m c c ;  
( b )  t h e  completion of t h e  "Plan f o r  Immediate Action--1963-1965," 
(above)  by t h i s  Commission; ( c )  t h e  enactment of  a  t a x  reform law 
on December 31, 1961, emphasizing a  t a x  on income and s t r e n g t h e n i n g  
t a x  c o l l e c t i o n  procedures ( t h i s  new law i s  expected t o  r e s u l t  i n  
approximate ly  $65 m i l l i o n  i n  new t a x e s  during 1962; and $80 m i l l i o n  
i n  1 9 6 3 ) ;  (d) an acceptance of  t h e  p r i v a t e  banking system a s  t h e  
most  d e s i r a b l e  a g e n t  f o r  channe l ing  a g r i c u l t u r a l  and housing 
c r e d i t s ;  ( e )  a  move t o  s t r e n g t h e n  t h e  a g r i c u l t u r a l  r e s e a r c h ,  t r a i n -  
i n g  and e x t e n s i o n  work, and ( f )  a n  expressed i n t e n t i o n  t o  g r a n t  
t i t l e s  o f  u s u f r u c t  t o  communal fa rmers  ( e j i d a t a r i o s ) .  

FY 1964 Program 

The FY 1964  A . I . D .  program i s  designed t o  s t i m u l a t e  and s t r e n g t h e n  
t h e  government 's  e f f o r t s  t o  s e i z e  t h e  i n i t i a t i v e  i n  a r e a s  where 
Communist-oriented a c t i v i t y  can make t h e  g r e a t e s t  headway. A t  
p r e s e n t ,  t h e  government h a s  two a l t e r n a t i v e s :  ( a )  a  g e n e r a l  
swinging of  t h e  p o l i t i c a l  pendulum t o  t h e  i r r e s p o n s i b l e  l e f t  t o  
c o n c i l i a t e  t h e  clamor o r  ( b )  a  c o n s t r u c t i v e  a t t a c k  o71 t h e  problems 
g i v i n g  subs tance  t o  t h e  clamor. Our use  of l o a n s  should d i scourage  
t h e  former and s t i m u l a t e  t h e  l a t t e r .  While t h e  Mexican Government 
i n  the p a s t  h a s  t aken  a  g e n e r a l l y  c o n s t r u c t i v e  approach t o  t h e  
n a t i o n ' s  problems, t h e i r  magnitude r e q u i r e s  even g r e a t e r  e f f o r t s  
i n  the coming y e a r s .  I f  a f t e r  t h e  f i r s t  loans  a r e  made, t h e  
Mexican Government f a i l s  t o  show a s u f f i c i e n t l y  v igorous  response 
t o  t h e  c a u s e s  of  l e g i t i m a t e  popula r  d i s c o n t e n t ,  f u r t h e r  a i d  w i l l  
be  h e l d  i n  abeyance. 

Superv ised  A ~ r i c u l t u r a l  C r e d i t .  I n  fu r therance  of  t h e  A . I . D .  goa l  
o f  a s s i s t i n g  Mexico i n  i n c r e a s i n g  a g r i c u l t u r a l  p roduc t ion  and t h e  
income o f  t h e  r u r a l  popula t ion  by an annual  average r a t e  of  10%-12% 

over  t h e  nex t  s e v e r a l  y e a r s ,  A.I.D. approvpd a $20 r n i l l i o r  l o a n  
f o r  superv i sed  a g r i c u l t u r a l  c r ~ d i t  on June 10,  1'102, i n d i c a t i n g  
h a : :  - 2 . 1  7 7 7  . . . 7  - -  --- lVUlu L,L 11)1_15~ ,J 1 1 1  IIEIIL UI cxper lence  
gained i n  d i  s l u r s i n g  t h e  f i r s t  t r anche .  

The l o a n  marks t h e  f i r s t  time small Mexican rarmers  have been a b l e  
t o  secure  long-term ( f i v e  y e a r s )  low i n t e r e s t  (6%) money t o  t ~ e  
used f o r  l and ,  c r o p  and l i v e s t o c k  improvement. 

I n d u s t r i a l  C r e d i t .  To b r i n g  i n d u s t r i a l  and commercial development 
t o  a r e a s  of Mexico where u n e m p l o p e n t  problems a r e  increasir ,g  
w h i l e  i n d u s t r i a l  development l a g s ,  t h e  A . I . D .  proposes t o  provide 
i n d u s t r i a l  c r e d i t  on f a v o r a b l e  terms through t h e  p r i v a t e  banking 
system t o  approximately 2,500 small e n t r e p r e n e u r s  annua l ly .  

IIC--.J r - - i t a :v  
UbbU V a p  f o r  Lou-Cost Huusi!!g. iviexico's annuai iow-cost. 

housing d e f i c i t  t o t a l s  i n  excess  of  100,000 u n i t s .  Th is  l o a n  
p r o j e c t  w i l l  u t i l i z e  t h e  p r i v a t e  banking s t r u c t u r e  t o  mlke c r e d i t  
a v a i l a b l e  f o r  use  a s  mortgage money by which q u a l i f i e d  low income 
f a m i l i e s  w i l l  be a b l e  t o  purchase a  home. With matching funds 
suppl ied  by Mexico, approximately 40,000 u n i t s  a  y e a r  w i l l  be 
c o n s t r u c t e d .  

FY 1964 A.I.D. PROPOSED PROGRAM 

(1n  m i l l i o n s  of d o l l a r s  ) 
FY 1963 FY 1964 

Development Banks and Other 
F i n a n c i a l  I n s t i t u t i o n s  

Development Gran ts  - T o t a l  
Technica l  Support  

Deobl iga t ions  During FY 1962 x XX XX 

Other U.S. A s s i s t a n c e  - 
M i l i t a r y  A s s i s t a n c e  Program 0 .3  0 . 5  0.4 

* Less t h a n  $50,000. 
Development l e n d i n g  f o r  FY 1964 w i l l  i n i t i a l l y  b e  conf ined  t o  

$l5-@0 m i l l i o n  b u t  t h a t  f u r t h e r  l o a n s  up t o  a t o t a l  of $60 
million be  contemplated if t h e  g e n e r a l  r e s p o n s e  of  t h e  gov- 
ernment t o  i n t e r n a l  p r e s s u r e s  proves t o  b e  i n c r e a s i n g l y  con- 
s t r u c t i v e .  me major  p a r t  o f  t h i s  l end ing  a c t i v i t y  would 
a w a i t  a comprehensive review of Mexican achievements and 
p r o s p e c t s  a f t e r  t h e  f i r s t  f i v e  months of t h e  f i s c a l  y e a r .  

Revised A p r i l  30, 1963 



Mexico 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  A N D  LOAN A U T H O R I Z A T I O N S  

I 
-- ( M i l l i o n s  o f  D o l l a r s )  

-- 

T O T A L  PROGRAM - 
1946-48 

I 
ECONOMIC - TOTAL.  ................................. ...I a 

....... AGEICY FOR ~ I T E R I A T ~ O N A L  DEVELOPMEIT - TOTAL 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 -  

. . . . . . .  TECHN I C A L  COOPERATION, DEVELOPMENT GRANTS.  . I  - 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DEVELOPMENT LOANS - 

SOCIAL PROGRESS TRUST FUID  ......................... I - 
FOOD FOR PEACE ( P L  9 8 0 )  - TOTAL .................... I - 

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

... . . . . . . . . . . . . . . . . . . .  T I T L E  I I  - EMERGENCY REL IEF  - 
. . . . . . . . . . . .  T I T L E  I l l  - VOLUNTARY REL IEF  AGENCIES - 

. . . . . . . . . . . . .  1 O l c  - G r a n t s  f o r  Coalon De f e n r c . .  
. . .  f o l d  - C r o n t o  f r om T r t o n p l o r  T r o n r o c t ~ o n r . .  

. . . . . . . . .  l o b e  - C r o n t r  f o r  Economsc D e v e l o p m e n t  
. . . . . . . . . . . . . . .  l O 4 e  - Loon. t o  P r i v a t e  I n d u o t r y  

. . . . . . . . . . . . . . . . . .  1 0 4 g  - Loons  t o  C o v c r n m e n t r . .  

T I T L E  I V  - WLLAR CREOIT SALES . . . . . . .  ,... . . . . . . . .  

- - 
- - - 

EXPORT- IMPORT BAMl LOIG-TERM LOAIS. .  ............... 1 52.7 

ornER u . s .  E c o n o v l c  PRo~RAMs~!. . . .................. 1 L2.6 

M I L I T A R Y  - TOTAL ..................................... 
GRANTS .................................... 
LOANS. .................................... 

... MIL ITARY ASSISTAICE PROGRAM -MAP - ( C h g .  t o  ADD. )  

. .  (Add r  t r o n a l  C r o n  t r  f r o m  E x c e s s  S t o c k s ) .  (-) I - 
OTHER MIL ITARY ASSISTANCE. ......................... 

.......................... TOTAL ECOWOMIC AND M I L I T A R Y  

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  

I I I T I  

95.3 - 
FOREIGN ASSISTAICE ACT PROGRAM ..................... 
OTHER ASSISTAICE ................................... 

I ASS1 STANCE FROM INTERNATIONAL AGENT1 ES 

FY 1961 FY 1962 FY 1946-62 - -- 

95.3 

. . . .  ( lBRD - World Bank hO.0 160.5 . . .  UN Tech. Ass ' t .  (CI) 0.5 
IR1 Special . . . . .  0.8 1.8 

0.5 37!B 1 
Inter-Am. Dev. Bank . . .  21.7 21.7 
IFC-Int'l. Finance Corn. . 0.3 1.1 c. 5 

i 
S I  NO-SOVI ET BLOC ASS1 STANCE 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  1961 ( C a l e n d a r  Y e a r 1  - 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  1962 [ C a l e n d a r  Y e a r )  - 
L u a u l a t i  v e  t h r u  1962 . .  . . . . . . . . . . . . . . . . . . . . . . . . .  - 

- -  

LOAN DOLLAR REPAYMENTS AND INTEREST 
FY 1962 FY 1946-62 F Y I 9 6 1  

A.I.D. and PL LBO Loans 0.1 0.b 0.5 

&-h.Bank(LongTerm) 3L.0 38.1 2L3.L 
Other Government Loans 0.5 

4 Includes $93.8 million far  Eradication of Foot and Mouth Diseaae. 
t lsss than $50,030. 





Paraguay 

Paraguay- BASIC ECONOMIC DATA 

Country Backpround 

Annual Population Growth ....... 2 .h$ 
Gross National Product (1961)* 

............ Total  ($ 1.lillion) 236 
..... Per Capita GNP ( ~ o l l a r s )  130 

Approx. 1956-61 Growth Rate 
.................. Total  GNP -1.s 

Per Capita ................. -11.3% 

AGRICULTLXAL PROD. INDEX (1952-54=100) 
................... Per Capita Index 
.................. Corn (1000 MT) 

CEMENT PRODUCTION ( 1000 MT) ........... 
INTUTEXNATIONAL TRADE ($ Ni l l i on )  

Total  Exports ( f .  0.b.) ............. 
............. Meats and products 

Tota l  Inpor ts  ( c . i . f . )  ............. 
Trade Balance .................... 

GOLD & FOREIGN EXCHANGE (End Y r . - $  Mil) 

...... COST OF LIVING INDEX (1958=100) 
(Asuncion) 

* Converted a t  126 guaranies pe r  U.S. d o l l s r .  

Agr icul tura l  Land 
Percent  of Area .............. 3% 

............. Acres per  Capita 1 .6  
Li teracy Rate .................. 68% 
Pupi ls  - % of Pop. ( ~ r i m / ~ e c o n d . )  17% 
Life fipectancy (years)  ........ h5 
People per  Doctor ............. .1,820 

Small, semi- t ropica l ,  land-locked Paraguay has r a r e l y  known s t a b i l i t y  o r  
democracy, having had about 40 au tho r i t a r i an  regimes s ince  1900. However, 
t h e  present  government of General Alfredo St roessner  and h i s  predecessor 
have given Paraguay 16 years  of s t a b i l i t y .  ' h e r e  appears t o  be no accept-  
a b l e  a l t e r n a t i v e  t o  S t roes sne r ' s  a u t h o r i t a r i a n  regime a t  t h e  present  time, 
but "out " groups occas ional ly  attempt coups. !Ibe present  leadership  is  
pro-Western and ant i -Cast ro ;  has kept out  any s i g n i f i c a n t  Comunist  pene- 
( . ra t ion;  and is a ronsii;t,cnL supporter of the U.S. pos i t i on  on major i ssues  
i n  such i n t e r n a t i o n a l  l'orwns as the Or::anizat.ion of American State;  (OAS) 
and the  United Nations (u.N.). Moreover, t h e  regime has i nd i r a t ed  it,s 
in!.mt gradually t o  br ing  more democracy t o  t h e  f o n  of government. 

The government is  i n t e r e s t e d  i n  economic and s o c i a l  development. It has 
undertaken c e r t a i n  economic and s o c i a l  reform measures cons i s t en t  with t h e  
Charter of Punta d e l  Es te  and has indica ted  i t s  wi l l ingness  t o  go fu r the r ,  
e.g. ,  t a x  and land t enu re  improvements. 

The pe r  cap i t a  Gross National Product (GNP) is  about $130 -- one of t h e  
lowest i n  Lat in  America, and has been declining.  Land and t imber a r e  t he  
main resources.  The i n d u s t r i a l  s ec to r  is a very smal l  element of GNP and 

thi. f inancjhl  and c r e d i t  : ; i ,nlcl ,~~re ?:, j u s t  beginning t o  drvclop. 'Ih.2r.e ar ! ,  
ro~ipnly  119 mil?:; of paved roads. h i y  t h e  c a p i t a l  ci t ,y has a watcr works. 
About ha l f  the i,r,untry ha'; no c. lecl ,r ici ty.  AgriculLural produ:i,ion i:; 
orr:nnlzrrl 1nrg:iily on a I'zrnily b?..;i-, with low prod~lst,ivit;y. D ~ f i c i t s  on 

., arc: low, and tht: cos t  o f  l i v -  trn,ic aci:outiL :%re r-hmnic, CXC~?-III:L! r e se rvy -  
i r u  ,Ippears Lo be r i s i n p .  

Only 1s of the s tudents  who enter  t h e  f i r s t  grade appear t o  f i n i s h  t h e  
twelf th ;  probably hal f  t h e  population have never worn shoes and l i v e  i n  
thatched huts; and law i s  o f t en  administered by landowners, not always i n  
t h e  cour ts .  Since t h e  Act of Bogota, however, the  Paraguayans appear t o  
have become aware of t h e  need f o r  s o c i a l  reform, and of t h e  need f o r  s e l f -  
he lp  t o  reach t h e  goals of t h e  Al l iance  f o r  Progress.  

Revised April  30, 1363 



Country: PARAGUAY 
must not be divulged to unwfhoriz.d indi- 

1J.S. Obiectives and St ra tegy - 

The b a s i c  U.S. object ives  a r e  t o  influence t h e  Paraguay 
Government t o  move more subs tan t i a l ly  and swi f t ly  than 
i n  t h e  p a s t  toward g rea te r  p o l i t i c a l ,  economic and s o c i  
reforms i n  accordance with t h e  goals of the Charter of 
d e l  Es te  and maintain t h e  present pro-Western, anti-Cas 
CoWrlULlist o r i en ta t ion  of t h e  government. 

The FY 1964 program w i l l  continue the  present grant -a id  program 
a t  about t h e  $3 mi l l ion  l e v e l .  The major emphasis w i l l  be the  
r u r a l  s ec to r ,  including education, ag r i cu l tu ra l  extension and 
h e a l t h  se rv ices .  

To t h e  extenL poss ib le ,  we s h a l l  bc uoLng onr m d e  
t o  inf luence  the  Government t o  permit s ign i f i can t  
a c t i o n  t o  p o l i t i c a l  p a r t i e s  i n  opposit ion t o  the  
t o  lnde r t ake  bas ic  socio-economic reforms i n  suc 
land tenure  and taxat ion.  

The major goals w i l l  be: 

A. I f  t he  present s i t u a t i o n  remains t h e  same: (1 )  maintain 
support  of i n s t i t u t i o n s  which d i r ec  L l y  'uerief it the  people 
( i n  c o ~ t r a s t  t o  t h e  regime) such a s  ag r i cu l tu ra l  exten- 
s ion ,  r u r a l  hea l th  services ,  and r u r a l  education. These 
w i l l  a l s o  contr ibute  t o  t h e  development of bas ic  human 
resources,  a s  w i l l  a Public Administration program a t  t h e  
Universi ty and in-service  c l e r i c a l  school l eve l s .  (2 )  
continue support of Organization f o r  American S ta t e s  (0AS)- 
Economic Commission f o r  Latin America (ECIA)-Inter-American 
Development Pank (IDB) T r i p a r t i t e  Mission's e f f o r t s  t o  
advise  t h e  National Planning Board in  t h e  formulation of 
a n  Econo.mic Development Plan. 

B. If s u b s t a n t i a l  p o l i t i c a l ,  economic and s o c i a l  reforms a r e  
undertaken, we w i l l  g ive  sympathetic consideration t o  
r eques t s  f o r  loans t o  spur progress i n  t h e  bas i c  produc- 
t i v e  sec to r s  of t h e  economy, while continuing support of 
f u r t h e r  i n s t i t u t i o n a l  development. 

Current S i t u a t i o n  

The opposi t ion  p a r t i e s  may p a r t i c i p a t e  more ac t ively  i n  
p o l i t i c a l  l i f e  i n  the  fu tu re  than they have in  t h e  pas t  
f i r s t  t ime in  30 years,  t h e r e  was opposit ion p a r t i c i p a t  
February 1963 e lec t ions ,  although l imited.  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

FY 1963 
--------------All~poce for Progress Groots 

PROPOSED PROGRAM 

FY 1964 3.1 

Alliance for Pmgress Grmls 

Over the  l a s t  t e n  years t h e  growth ot' t he  domestic procuct was 
about 18$, while population growth was an  estimated 25.7%. 
Paraguay's competitive pos i t ion  i n  world markets has been 
adversely a f fec ted  by: ( a )  high export taxes ;  ( b )  devaluation 
of the  Argentine and Brazi l ian  currencies;  ( c )  increased t rans-  
po r t a t ion  cos ts  r e su l t ing  from extra  f r e i g h t  handling a s  r i v e r  
l eve l s  reached t h e  lowest point  i n  years;  and (d )  r i s i n g  wage 
r a t e s .  Paraguay may be forced i n t o  currency devaluation soon if 
it is t o  p ro tec t  i ts  v i t a l  export t r ade .  An increase of imports 
--necessary t o  s t imula te  product iv i ty ,  i . e . ,  f e r t i l i z e r s ;  insec- 
t i c i d e s ,  and a g r i c u l t u r a l  machinery--is inh ib i t ed  by high import 
du t i e s .  How t o  r ev i se  t h e  t a x  s t r u c t u r e  without d r a s t i c a l l y  
reducing government revenues, which current ly  amount t o  only 
about $25 mi l l ion  annually, i s  a bas i c  problem. 

Another bas i c  problem i s  t h e  low l e v e l  of investment, which has 
averaged about 10$ o r  $20 mi l l ion  per annun over the l a s t  decade. 
A population increase  of 2.4% annually and a capi ta l -output  r a t i o  
of f i v e  t o  one r e s u l t  i n  an  annual increase  of only 2% i n  domestic 
product. The r e s u l t  i s  a gradual decl ine  i n  per capi ta  income of 
about 0.5% per year .  

Revised Apri l  30, 1963 



Country: PARAGUAY 
must not be divulged lo unauthorized indi- 

Paraguay h a s  i n i t i a t e d  a  number of s e l f - h e l p  and reform measures. 
I t :  ( a )  con t inued  t h e  I n t e r n a t i o n a l  Monetary Fund (IMF) s t a b i l i -  
z a t i o n  program; ( b )  e s t a b l i s h ~ d  a  p lanning  o r g a n i z a t i o n ;  ( r )  untier- 
took customs reforms ( w i t h  U.S. a s s i s t a n c e )  i n  1962; and i n c r e a s e s  
i n  revenues  up t o  20% p e r  month ovcr  1961 occur red ;  ( d )  doubled 
l a n d  t i t l e  d i s t r i b u t i o n  i n  one y e a r ;  ( e )  d r a s t i c a l l y  rcduced t a x e s  
on meat p roduc t ion  and c x p o r t s  t o  a s s i s t  United S t a t e s  and o t h e r  
companies i n  Psr'iguay t o  r e t a i n  t h e i r  r o m p e t i t i v e  p o s i t i o n  i n  
world marke ts ;  and (i') adopted a  new buiigct system racommendcd by 
t h e  U . N .  

FY 196L Program 

Thc FY 1?64 proposed program w i l l  be d i r e c t e d  a t  s u p p o r t i n g  t h e  
g o d s  of  i n s t i t u t i o n a l  and human r e s o u r c e  dl?vc?lopmcnt. Agri- 
c u l t u r s l  e x t e n s i o n ,  r u r a l  h e a l t h  s ~ y r v i c e s ,  and r u r a l  educa t ion  

devclopment w i l l  be t h e  pr imary a c t i v i t i e s  on t h e  i n s t i t u t i o n a l  
sidc:, while t h e  a s s i s t a n c e  t o  t h e  Nat iona l  U n i v e r s i t y  and t h e  
P u b l i c  Adminis t ra t ion  i n - s e r v i c e  c l e r i c a l  t r a i n i n g  program i s  
d i r w t o d  a t  t h e  devnlopment of human r e s o u r c e s .  The IDB i s  
a s s i s t i n g  t h e  a g r i c u l t u r a l  s e c t o r  of t h e  economy, p a r t i c u l a r l y  
s m a l l  fa rmers ,  w i t h  a  $2.9 m i l l i o n  l o a n .  The U.S.-supported 
a g r i c u l t u r a l  ex tens ion  s e r v i c e  w i l l  p rov ide  t e c h n i c a l  adv ice  i n  
s u p p o r t  of t h e  l o a n .  The IDB i s  a l s o  s u p p o r t i n g  c o l o n i z a t i o n  
p r o j e c t s .  The I n t e r n a t i o n a l  Bank f o r  R e c o n s t r u c t i o n  and Develop- 
ment (IBRD) i s  f i n a n c i n g  an a r t e r i a l  road  p r o j e c t  and t h e  United 
S t a t e s  i s  a s s i s t i n g  farm-to-market road  c o n s t r u c t i o n .  

Revised A p r i l  30, 1963 
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FY 1564 A .I .D . PROPOSED P R O G M M  

(In mi l l ions  of dol lw-s)  
FY1963 FY 1?64 

-- - FY 1962 b ; t i r n ~ t s d  Proposed 

Development Loans - Tota l  -0.7 - - ./ 

Development Grants - Total  I .a 3.0 3.1 - 
Agricul ture  0 .4  0.5 0.b 
Transpor ta t ion  0.2 0.7 0.3 
n2..__1: -.. 
L U U L ~  CIIUII 0.5 9.8 1 . 3  
Rural  Health 0 . 3  0 .4  0.4 
Other 0.5 0.6 0.5 

Deobligations During FY 1962 -0.1 xx xx 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 5.9 3.8 - 
( S a l e s  Agreements) (6 .9 )  (5-01 - 

M i l i t a r y  Assistance Program 0.5 1 .4  2.2 

If refom coaditfons are met, development lending  would be 
contemplated and loan  app l i ca t ions  received. 

FINANCIAL DP.TA 

Obl iga t ions  and 
(mi l l i ons  of  d o l l a r s  & d o l l a r  equiv.)  ( 1961 1 1962 1 1946-1962 

- - - --- - 

AGENCY FOR INT'L. DEVELC)PMENT - ?. 0 
Technical ~ o o ~ . / ~ e v e l o p m e n t  G r a n t  s . 1 . '' .................. Development Loans 7.7 ....................... Other A . I . D .  C.2 

FOOD FOR PEACE (P.L. 480) - TOTAL 1.1 .............. T i t l e  I, Country Uses - ............... (Sales  Agreements) ( - j  ........................... T i t l e  I1 - 
T i t l e  I11 .......................... 1.1 ........................... T i t l e  I V  - 

........... EX-IM BANK LONG-TERM LOANS - 

OTHER U.S. ECONOMIC ASSISTANCE ....... - 

MILITARY ~.SSISTANCE a/ 
M.A.P. - G r a n t  Aid ................. 0.2  
M.A.P. - Credi t  Assistance ......... ' 
Other M i l i t a r y  Assistance .......... - 

ASSISTANCE FROM INT'L. AGENCIES 
IBRD - World Bank. ................. - ' 
UN Tech. A s s l t .  ( C Y  ending i n  FY) . .  0.4 
UN Specia l  Fund. ................... - 
I n t ' l  Dev. Associat ion.  ............ - 
Inter-Am. Dev. Bank ................ 3.2 

. . . . . .  SINO-SOVIET BLOC ASSISTANCE ( C Y )  

LOAN $ REPAYMZNTS & INTEIiEST 
A . I . D .  and P.L. 480 Loans... ....... 0.2 

............. Ex-Im Bank ( ~ o n g - ~ e r m )  0.9 
............ Other Government Loans. - 

a/ Annual da t a  a r e  ne t  d e l i v e r i e s .  - 

69 
*Less than  $50,000 
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Peru 

Peru- GENERAL ECONOMIC DATA 

BASIC DATA 

. . . . . . .  Population (millions - 1962). ....... 11.6 Life Expectancy 46 
Annual Growth (percent) ........ 2.3 

People per Doc tor . .  .......... 2,300 
Area (1000 aq. mi.) ............... 514 

Pop. Density per aq. mi. ........ 23 Literacy Rate - % . ........... 50- 
Agricultural Land 

Percent  of Total  Area.. .......... 11 Pupi l s  aa  % of Pop. .......... 14 
Acrea per Capita  ............... 3.1 (Primary & Secondary) 

D don 
P E R U  - G R O W T H  T R E N D S  

INTERNATIONAL TRADE (S millions) 
Total  Exports (Lo. b.). ............ 

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

Trade Balance ................. 
GOLD & FOREIGN EXCHANGE.. .... 

(end of year - S millions) 

Calendar Years 
1959 1960 - - - 1961 1962 €st. 

rBOU'TH INDICATORS 

'otal GNP (in 1961 prices; $ millions)" ...................... 
Per  Capita  GNP (dollars) .................................... 

)vestment a s  percent of GYP ................................. 
lomestic Savings a s  Ot of Investment .......................... 
e t  Foreign Balance a s  L"o of GNP ............................... 
.enha1 Gov't Domestic Revenues as % of GYP .............. 

.+cultural Prod. Index (1952-54200) ......................... 
Index per Capita  (1952-54=100) ............. 
Rice, rough (1,000 MC) ................. 

'etroleum Prod., crude (1,000 m) ........ 
ENTRAL GOVERNVENT FIUANCES* 
(FY ending December 31) 

'otal Expenditures ............................................... 
(Defense Expenditures) .................................. 
( C a p ~ t o l  Outloys) ............................................ 

'otal Domestic Revenues ......................................... 

Deficit or Surplus ............................................... 

Calendar Years 
1%0 - 1959 - - 1961 1962 Est .  

2,185 
la3 

23 
97 
1 

18 

118 
96 

3 57 
2,940 

- Million Dollar Equivalents - 

- -  

Converted a t  27 soles per U.S.$. 

Country Pronress 

Since 1959, the  Peruvian economy has shown signif icant  progress i n  selected sectors. 
Gross National Product (GNP) growth has averaged over 58 annually. Monetary and 
f i s c a l  pol icies  have been conservative; foreign exchange reserves a re  nearly $100 
million; reinvestment of domestic savings and private  foreign cap i ta l  has been auc- 
cessfully encouraged. 

Although agricul tural  production has increased s ignif icant ly,  manufacturing produc- 
t ion  has remained stagnant. The most s ignif icant  gains have been i n  export items 
such as  copper and f i sh  meal. 

Based upon recent performance and fu r ther  assistance from t h e  Alliance f o r  Progress, 
production growth for major sectors i s  projected through 1965, a s  followe: 

Economic Indicators 
m 1961 L& 

GNP const. 1961 prices (million $) 1,892 2,062 2,450 
Gross domestic saving (million $) 279 457 750 
Agric .ma.  Index (1961=100) 76 100 115 
Mfg. h o d .  Index (1961=100) 100 100 120 
m o r t s / c o n s t .  1961 prices (million $) 352 494 600 
Eqorts/copper (million $) 17 104 130 
Expr t s / f  ishmeal (million $) 14 49.2 130 
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Peru i s  i n  a  p o t e n t i a l l y  p r o r e v o l ~ t i o n a r y  s i t u a t i o n .  Tllc p o l i t i -  
cal  , r , (  o q m i c  and s o - i a l  strut.-urf of t h ~  country, w i th  i t s  v a s t  
p l  i' t)(~twucn th-  weal t,Ily, r u l  i n p  01 igarrhy and t h e  impoverished 
masses, ha s  no t  Yeon s e r i o u s l y  quest ioned u n t i l  r e c e n t  y e a r s .  Now, 
however, popular  demands I'or economic betterment and s o c i a l  reform, 
a g i t a t e d  and r e in fo r ced  for u l t e r i o r  motivos tjy Communists and 
G a s t r o i s t s ,  have grown t o  the poin t  where i r a c t i o n  on s o c i a l  prob- 
lems and pr2sent  r a t e s  of uneven economic growth w311 make it d i f -  
f i c u l t  t o  f o r e s t a l l  upheaval. Pas ic  U.S. po l icy ,  t h e r e f o r e ,  i s  
i n s i s t e n c e  upon a  p c s i t i v e  program of a cze l e r z t ed  s o c i a l  reform 
and f a i r l y  d i s t r i b u t e d  eccnomic growth, wi th in  t h e  framework o f  
l i b e r a l  democrat ic  i n s t i t u t i o n s .  

Ancther b a s i c  U.S. po l i cy  i s  t o  eqcourage t h e  r e t u r n  t o  a  v i a b l e ,  
democrati c ,  cons t i  t u t i  ma1  governnent f r i end ly  t o  :he IJnited S t a t e s  
are pl-dgsd t o  t h e  p r i n c i p l e s  of  t he  Al l iance  f o r  'regress. A s  i n  
1061, when e l e c t o r a l  r e s u l t s  were negated Q a  m i l i t a r y  coup 
d ' e t a t ,  l i t e r a t e  Peruvians aga in  facp  a  v i t a l  e l e c t o r a l  choice i n  
June 1963. D s p i t e  repea ted  promises t c  respec t  t h e  e l e c t i o n s  
r e s u l t s ,  p o l i t i c a l  a l ignments  have not  s h i f t e d  enough t o  a s s u r  
elect , ion of a  govercment a -cep tab le  t o  t h e  x i l i t a r y  f o r c e s  a d  
t h e r  rril  i t a r ~  i n t e r v e n t i o r ~  i s  pos s ib l e .  

A t  p r e sen t ,  U.S. a s s i s t a n c e  programs a r e  moving forward and w i l l  
con t i r ue  a t  p rev ious ly  planned l e v e l s  u n t i l  2uly la63 ,  ba r r i ng  
iintoward developments. The only major new commitments which may 
be undertaken a r e  those  which would t r i g g e r  e f f e c t i v e  a c t i o n  on 
soc i a l  re forms .  Presen t  a s s i s t a n c e  prograrrs w i l l  be used a s  maxi- 
rmm l eve r age  bu t  w i l l  no t  be considered & pro quo f o r  a c t i o n  on 
reforms. A f t e r  Ju ly ,  a s s i s t a ~ c e  programs i n  Peru w i l l  depend upon 
the outcome 3f t h e  e l e c t i c n s ,  t h e  p o l i c i e s  of an e l e c t e d  govern- 
ment {assuming t h e r e  i s  or.@), i n t e r n a l  s ecu r i t y  problems and o t h e r  
p o l i t i c a l  devcloprnents. 

Future U.S. s s s l s t a n c e  programs w i l l  he subjec t  t o  s a t i s f a c t o r y  
progress  in accsmp?i,-hing b a s i c  snc?8l  .in4 s t r ~ i r t u r a l  reforms.  
These w i l l  have deep p o l j t i c a l ,  soc ia l  and pronomlc consequences 
f o r  Peru and,  t h o r e f o r e ,  w i l l  r e q u i r e  t ime fo r  c a r e f u l  s tudy ,  w i th  
due allowance f o r  p o l i t i c a l  c i r c ~ r n s t a n c e s ,  and t h e  need t o  adhere 
t o  c o q s t i t u t i o n a l  p roce s s .  However, assisLance commitments w i l l  
move hand i n  hand wi th  ef:ective a c t i o n ,  concur ren t ly  i f  pos s ib l e ,  
i r  t h e  fo l lcwing  f i e l d s :  

1  . Improved p o s s i b i l i t i e s  f o r  t he  discontented r u r a l  popula t ion ,  
based upon investment  i n  opening new lands,  a s s i s t a r c e  t o  small 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  o f  D o l l a r s )  

,Support. Assist. 

PROPOSED PROGRAM @$+, c.. 

r e d i s t r i b u t i o n  of  s t a t e ,  church arld t hose  p o r t i o n s  of p r i v a t e l y  
he ld  l ands  -- which a r e  permanently r en t ed ,  share-rropped o r  
no t  used -- t o  t h e  a c t u a l  c u l t i v a t o r s  o r  o t h e r  s m a l l  fa rmers .  

Reduction of  wide ipcome d i s p a r i t i e s  and marked i nc r ea se s  i n  
p l k l i c  investment  f o r  depressed a r e a s  and groups.  This  w i l l  
involve r e s t r u c t u i n g  t h e  :ax system, improving t,ax enforce-  
mert and pub l i c  expenditure c o n t r o l  and s h o d d  i nco rpo ra t e  
progress ive  persona l  and corpora te  i nco re  and e s t a t e  t a x e s ,  
morc i ncen t i ve s  f o r  p r i v a t e  investment i n  s e l e c t e d  a r e a s ,  
expanded c r e d i t  a v a i l a t i l i t i e s  and d r a s t i c  m i l i t a r y  r5duc t i ons  
t o  l e v e l s  necessary  f o r  i n t e r n a l  s e c u r i t y  and hemispheric 
defense .  

Creat ion of a  deveiopniant plarinizg -2-7 coord ina t ing  mechanism 
t o  ack ieve  t he se  reforms and Al l iance  f o r  Frogress  ob j ec t i ve s .  

Unused economic a s s i s t a n c e  o b l i t a t i o n s  i n  Peru a r e  excess ive .  To 
secure  more leverage  i n  ach i ev ing  U.S. o b j e c t i v e s ,  o b l i g a t i o n s  w i l l  
be canceled where a writ,ten agreement dces no t  e x i s t  and t h e  Gov- 
ernment of Peru (COP) has 70  f i rm p l ans  f o r  t h e i r  use w i th in  a  
reasonable  t,ime . 

farmers and land  reform. This  w i l l ,  of  nece s s i t y ,  involve  some 
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The Agency f o r  I n t e rna t i ona l  Development ( A . I . D . )  programs fo r  the  
next  two yea r s  wi 11 ~roncsnt . ratr :  upon r ap id  economic dnvclopment, and 
s o c i a l  p rogress  f o r  low income groups,  p a r t i c u l a r l y  i n  t h e  southern 
high1 ands . 

Current  S i t u a t i o n  

The p o l i t i c a l  l i f e  of Peru cont inues  t o  be dominated by t h e  wealthy 
land  holding and bus ine s s  c l a s s ,  w i th  t he  m i l i t a r y  f r e q u e n t l y  p lay-  
ing  a  heavy r o l e ,  bu t  rritin an emergent middle c l a s s  and popular  
groups assuming i nc r ea s ing  s i g n i f i c a n c e .  Despite  i t s  ciemocfatic 
corzs t i tu t ion ,  Peru ' s  p o l i t i c a l  h i s t o r y  has f e a tu r ed  r e c u r r e n t  d ic -  
t a t o r s h l p  and c i v i l  s t r i f e ,  j n t e r spe r s ed  b r i e f l y  by pe r i ods  of 
c o n s t i t u t i o n a l  government. Widespread acceptance  of t h e  Western 
democrat ic  p rocess  is l i m i t e d  and o f  r e cen t  o r i g i n ;  t h e r e f o r e ,  
c o n s t i t u t i o n a l  government must be a c t i v e l y  supported.  

The p r e sen t  m i l i t a r y  government, i n  an  a t t emp t  t o  o r f e e t  t h e  pol i t -  
i c a l  ~ t r e n g t ~ h  of  t h e  reform-orien2;ed democrat ic  l e f t ,  f n i t i a l l y  
permi t ted  an  ex tens ion  of Communist i n f l uence  i n  t h e  labor move- 
ment and among r u r a l  groups.  However, t h e  government r e a c t e d  t o  
a  wave of Communist-inspired v io l ence ,  a t  t h e  end o f  1962, by 
a r r e s t i n g  s eve ra l  hundred ex t r emi s t  l e a d e r s ;  t h e  United S t a t e s  
supported t h i s  move by provid ing  r i o t  con t ro l  equipment and o the r  
suppor t  t o  t h e  l o c a l  po l i c e .  

Economically -- a s  w e l l  a s  p o l i t i c a l l y  and s o c i a l l y  -- Peru i s  
d iv ided  i n t o  two d i s t i n c t  p a r t s .  The Hispanicized h a l f  l i v e s  
mainly on t,he coa s t  and i n  highland urban cen t e r s  i n  a  money econ- 
omy which, d e s p i t e  g r e a t  income d i s p a r i t y ,  has cons iderab le  v i t a l -  
i t y .  The Indian h a l f  l i v e s  mainly i n  t h e  r u r a l  h igh lands  by 
p r im i t i ve  a g r i c u l t u r e ,  l a r g e l y  ou t s i de  t he  money economy, i n  pov- 
e r t y  and s t agna t i on .  In t he  overpopulated southern  highlands -- 
a  s p e c i a l  Cormunist t a r g e t  -- c h r o r i c  depress ion  and poverty a r e  
p a r t i c u l a r l y  a c u t e .  Mass migrat ion from t h e  r u r a l  h igh lands ,  t o  
escape t he se  cond i t i ons ,  i s  compound in^ s o c i a l  problems on t he  
c o a s t a l  c i t i e s ,  e s p e c i a l l y  Lima. 

The p r e sen t  p o s i t i o n  and f u t u r e  p ro spec t s  of  t h e  Peruvian money 
economy a r e  good. Af te r  a  per iod  of  economic d e c l i n e ,  culminat ing 
i n  a  severe  f i n a n c i a l  c r i s i s  i n  1959, t h e  Cross National  Product, 
(CNP) has increased  about. 6% annua l l y ,  o r  3% per  c a p i t a .  Foreign 
and domestic p r i v a t e  investment  i s  encouraged; g ro s s  investment i s  
now about  20% of CNP. However, economic a c t i v i t y  i s  concent ra ted  
on t he  coas t  -- e s p e c i a l l y  around Lima -- and upland mining 
enc laves ,  thus  c o n t r i b u t i n g  t o  t h e  i nc r ea s ing  d i s p a r i t i e s  i n  l i v -  
ing  s tandards .  U.S. p r i v a t e  investment  i s  over $850 m i l l i o n .  
F i s ca l  and monetary p o l i c y  i s  sound -- i f  not ove r ly  conserva t ive  

-- r c s u l t i ~ g  i n  more than $100 mi l l i nn  i n  f o r e ign  exchange r e s e r v e s .  
The balar.ce of t , r a d ~  i s  favorab le  and prospec ts  f o r  i nc r ea s ing  ex- 
p o r t s  of m ine ra l s ,  f ishmeal  and a g r i c u l t u r a l  p roducts  a r e  good. 

D i s c o n t ~ n t  among low income groups i s  causing i nc r ea s ing  concern 
among r u l i n g  e1ement.s but  l i t t l e  co r r ec t i ve  a c t i o n  has  y e t  heen 
taken. Apparent ly,  t .here i s  s t i l ~ l  no r e a l  r e cogn i t i on  of t h e  need 
f o r  s a c r i f i c e  by t h e  weal thy i n  order  t o  a t t a c k  t he  r o o t  c-ause of 
t h e  expldsive s o c i o - p o l i t i c a l  s i t u a t i o n .  The concent.rat.ion nf 
wealth and f e u d a l i s t i c  l and  tenure  p a t t e r n s  a r e  exemplif ied by t,he 
f a c t  t h a t  76% of a l l  c u l t i v a t e d  l and  is  owned by 1  .@ of the  land  
ho lde r s .  

Lator l e g i s l a t i o n  has  been s t e a d i l y  improved over t h e  l a s t  25 
yea r s .  Limited improvement has a l s o  occurred i n  expanding c r e d i t  
f a c i l i t i e s .  However, l i t t l e  e f f e c t i v e  a c t i o n  has been taken on 
o ther  basic  s o c i a l  reforms.  Despite  some beginning by the  pre-  
ceding admin i s t r a t i on ,  t h e  m i l i t a r y  governrrent has been r e l u c t a n t  
t o  t ake  e f f e c t i v e  s t e p s  on e s s e n t i a l  land and t a x  reforms.  In 
l a t e  lQ62, however, i t  promulgated a decree e s t a b l i s h i n g  the t a s i s  
f o r  ag r a r i an  reform -- without  subsequently a c t i n g  t o  e f f e c t u a t e  
it -- and c r ea t ed  a  comprehensive, high-level  planning o r g a n i ~ a -  
t i o n .  Upon t h e  adv i ce  of t h i s  o rgan i za t i on ,  t h e  GOP i s  withdraw- 
i ~ g  an e a r l i e r  and incomplete development plan from Organizat ion 
of  American S t a t e s  (OAS) cons ide r a t i on .  The new planning organi -  
za t ion  i s  now emtarking upon a  f u l l - s c a l e  planning effort .  w i t h  
t he  he lp  of t h e  OAS and 4 .  I. D. Is f  i nanc l a l  a rd  technica l  suppor t .  
This  e f f o r t  becomes e s p e c i a l l y  important  i n  view of r e c e n t  devel-  
opments on appa ren t l y  was te fu l  economic and m i l i t a r y  p r o j e c t s .  

Unt i l  1061, A. I . D .  programs i n  Peru were r e s t r i c t e d  almost  exclu-  
s i v e l y  to t e c h n i c a l  a s s i s t a n c e  and su rp lu s  a g r i c u l t u r a l  c o m o d i t y  
s a l e s  and g r a n t s ,  the l a t t e r  f o r  drought r e l i e f ,  i n  t h e  h igh lands ,  
and needy pcrsons .  In  1961, t h e  United S t a t e s  committed $5?  mil- 
l i o n  ($28 m i l l i o n  from Export-Import (EX-1m) h n k  and $25 m i l l i o n  
from A.I.D. ) i n  l oans  t o  t h e  Peruvian government. The u s e  of  
t h e s e  funds has been slow and t h e  major po r t i on  i s  s t i l l  unex- 
pended. Under i n s i s t e n t  prodding, however, expendi ture  r a t e s  a r e  
increas ing .  

Few accomplishments can b e  r epo r t ed  s i n c e  1961 because o f  ' t h e  
tumultuous circumstances surrounding t h e  1962 e l e c t i o n s  and t h e  
e a r l y  U. S . p o l i c y  toward t h e  m i l i t a r y  government a f t e r .  t h e  coup 
d ' e t a t .  U.S. r e l a t i o n s  w i th  Peru a r e  now normalized. A.I.D. 's 
cu r r en t  programs a r e  concent ra ted  upon t h e  h igh -p r io r i  ty  prob- 
lems descr ibed  above. 

Revised A p r i l  30, 1963 
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Achievcnent of t a x  reform, gi vcrnmental r e o r g a n i z a t i o n ,  jn- 
c r e a s e d  put 1 ic. investment ,  and c r e a t i o n  of a  workat l e  develop- 
ment p l a n  -- a l  l supported k y  a n  e r f e c t i v e  p lanning  and coord i -  
n a t i n g  mechanism. The t a r g e t  f o r  nonmi l i t a ry  p u t > l i c  investment  
from d  mes t ic  r e s o u r c e s  i s  $60 m i l l i o n  i n  1?64. Technica l  
a s s i s t a n c e  w i l l  be  p rov j  3ed i n  t a x  rerorm and pnf nrcement , 
f i s c a l  p o l i c y ,  expendi tu re  q o n t r o l ,  governmental r e o r g a n i z a t i o n  
and r e s o u r c e  e v a l u a t i o n .  C a p j t a l  a s s i s t a n c e  i n c l u d e s  l o a n s  f o r  
t a x  enforcement equipment and f e a s i b i l i t y  s t u d i e s .  

P u b l i c  s a f e t y  and counter- insurgency equipment and t e c h n i c a l  
a s s i s t a n c e  a r e  nnw being made a v a i l a b l e  t o  t h e  c i v i l  p o l i c e  
f o r c e s  t o  counte r  a  growing i n t e r n a l  s e c u r i t y  t h r e a t .  C a p i t a l  
a s s i s t a n c e  f o r  c i v i c  a c t i o n  p r o j e c t s  may be expanded a s  p a r t  
of  a  program t o  d i r e c t  m i l i t a r y  a t t e n t i o n  toward developmental 
a c t i v i t i e s .  

Achievement of  r a p i d  i n c r e a s e s  i n  a g r j c u l t u r a l  p roduc t ion  
( t a r g e t e d  a t  6% a n n u a l l y )  and s t r u c t u r a l  changes i n  l a n d  t e n u r e  
p a t t e r n s ,  e s p e c i a l l y  i n  t h e  sou thern  highlands.  Technica l  
a s s i s t a n c e  w i l l  be providcd in a g r a r i a n  reform, agr icu l t -ma:  
c r e d i t ,  ex tens ion  and r e s e a r c h ,  r e s e t t l e m e n t  and road  b u i l d i n g .  
C a p i t a l  a s s i s t a n c e  may be provided f o r  a g r i c u l t u r a l  c r e d i t  and 
road c o n s t r u c t i o n  -- a l l  p a r t  of  a  broad program of  a r e a  devel-  
opment i n  Southern Peru.  

Increased  i n d u s t r i a l i z a t i o n  o f  Southern Peru and urban a r e a s  
on t h e  c o a s t  -- w i t h  a  t a r g e t  of  20,000 new i n d u s t r i a l  jobs 
a n n u a l l y .  Technica l  a s s i s t a n c e  w i l l  be  provided i n  p r i v a t e  
e n t e r p r i s e  promotion, c r e d i t ,  l a b o r  t r a i n i n g ,  management and 
p r o d u c t i v i t y .  E x t e r n a l  c a p i t a l  a s s i s t a n c e  may be provided t o  
expand i n d u s t r i a l  c r e d i t  a v a i l a b i l i t i e s  through GOP i n s t i t u -  
t i o n s  f o r  s m a l l ,  medium and l a r g e  bus iness  and f o r  i n d u s t r i a l  
i n f r a s t r u c t u r e .  

Development of human r e s o u r c e s  and t h e  prov is ion  of  e s s e n t i a l  
s e r v i c e s  t o  suppor t  economic growth and s o c i a l  p r o g r e s s ,  
e s p e c i a l l y  i n  Southern Peru.  Technica l  a s s i s t a n c e  w i l l  con- 
c e n t r a t e  on b a s i c  e d u c a t i o n ,  housing and t e c h n i c a l  t r a i n i n g .  
C a p i t a l  a s s i s t a n c e  may be made a v a i l a b l e  f o r  t h e  expansion of 
educa t iona l  f a c i l i t i e s .  Presen t  a v a i l a b i l i t i e s  of  U.S. capi-  
t a l  i n  housing (about  $35 m i l l i o n )  a r e  adequate t o  cover  
hous ing  c o n s t r u c t i o n  p o s s i b j l i t i e s  f o r  t h e  next  two y e a r s .  

i : ~ l e s  1 or  i v - u i s c u s s i o n s  ir+-. p ~ , ~ s e r ~ t L l y  ~zici~:~. way wi t.i-I the 
GVP tx det.+:rmine whct.hcr I'ut,ur.c: programs w i l l  t:e handled under 
T i t  l o  l o r  I V ;  an e s t i m a t e d  annual amount 01' $4-$6 m i l l i o n  i s  
planned,  w i  t.h lcical cur r sncy  pcnerat,ions t o  be used i n  support, 
of' programs explninod in t h e  p~.ni:iiding g o a l s .  Tj t , le I1 - 
I a r g e  srhool  fend i r,g programs and scvoral  smal l e r  food-for-work 
p r c j e c t s  a r e  p1ar:nr:d which w i l l  ri2qui1.e an ilst.imated $1.7 m i l -  
l i nn i n  s u r p l u s  commodi t i e s .  

FY 1 C'&!+ A .  I. D. I ROPOSED PRr GRAM 

( 1 7 1  m i l l i o n s  of d o l l a r s )  
FY I FY 1064 

- FY 1 ~ 6 2  Est imated Proposed 

Development Loans - T o t a l  

Development Ibnks and Other 
F i n a n c i a l  I n s t i t u t i o n s  

Indus t ry  a d  Mining 
T r a n s p o r ~ a t i o n  
Development Programs 
Other A c t i v i t i e s  

Development Grants  - T o t a l  

Publ ic  Adminis t ra t ion  
( i n c l u d i n g  Publ ic  S a f e t y )  

A g r i c u l t u r e  
I n d u s t r y  and T r a n s p o r t a t i o n  
Educat ion 
Other 

Deobl iga t ions  During FY 1962 

Support ing Ass i s tance  

Other  U.S. A s s i s t a n c e  
Food f o r  Peace,  T i t l e s  I & IV: 

Country Uses 4.5 6.0 4.0 
( s a l e s  ~ ~ r e e m e n t s )  (5 .6 )  (6.0)  (4.01 

M i l i t a r y  A s s i s t a n c e  Program 1 0 . 0  LO. 3 1 0 . 0  

$4.0 m i l l i o n  d e o b l i g a t e d  i n  January 1963. 



Peru 
U . S .  FOREIGN A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M ~ l l i o n s  o f  D o l l a r s )  

- Y E A R S  

13.6 

T O T A L  PROGRAM 

ECONOMI'C - TOTAL.. ................................. 
GRAITS........ .......................... 
L O A I S  ................................... 

... AGENCY FOR l M T E R M A T l O I A L  DEVELOPMEIT - TOTAL.. 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . .  T E C H N I C A L  COOPERATION/DEVELOPMENT GRANTS 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DEVELOPMENT LOANS 

OTHER A . 1 . D  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROBRESS TRUST F U I D  ....................... 
.................. FOOD FOR PEACE ( P L  YBO) - J O T A L  

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

. . . . . . . . . . . . .  1 0 4 c  . Crmntr f a r  Common D c f c n r c  
. . .  . 1 0 4 d  Crmntz from Triangular T r a n s a c t r o n s  

1 0 4 c  . C r m t s  f o r  Economic Dcvclopmcnt . . . . . . .  
. . . . . . . . . . . . .  . 1 0 4 c  L a m s  t o  P r r v a t c  I n d u s t r y  

. . . . . . . . . . . . . . . .  . 1 0 4 8  Laan. f a  C a v a r n m c n t r . .  

. . . . . . . . . . . . . . . . . . . . . . . .  ( T o t a l  S a l c r  A g r c c m c n t r )  

. . . . . . . . . . . . . . . . .  T I T L E  I I  - EMERGENCY R E L I E F . . .  

. . . . . . . .  T I T L E  I I  I - VOLUNTARY R E L l  E F  AGENCIES. .  

. . . . . . . . . . . . . .  T I T L E  I V  - W L L A R  C R E D I T  SALES. . .  

............... EXPORT- IMPORT B A I K  LOIG-TERM L O A I S  

.................... OTHER U.S. ECOIOMIC PROGRAMS. 
~ p - ~  

4lLlTARY - TOTAL ................................... 
GRAITS. . . .  .............................. 
L O A I S  ................................... 

M I L I T A R Y  A S S I S T L I C E  PROGRAM - MAP - ( C h g .  t o  ADP.) .  
( A d d c t ~ o n a l  G r a n t s  from 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 I I C E  ........................ 
lOTAL ECONOMIC AM0 MILITARY ........................ 

FOREIBM A S S I S T A I C E  ACT PROGRAM ................... 
OTHER A S S I S T A I C E . . .  .............................. 

OTHER A S S I S T A N C E  AND REPAYMENTS 

S I  N O - S O V I  E T  BLOC ASS1 STANCE LOAN DOLLAR REPAYMENTS AND I N T E R E S T  
FY 1962 FY 1946-62 FY 1961 

A.I.D. and PL LBO loma 0.3 0.5 1.3 

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  AGENCIES 
FI 1961 F Y  1962 Fy 1946-62 - -- 

... . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 1  ( C a l e n d a r  Y e a r )  - . . . .  . IE~FXI World Bank 5.5 10.0 92.0 
UN Tech. Ass't. (CY) . . 0.5 0.5 3.5 
UN Special Fund . . . . .  1.9 2.L 6.5 . . .  Inter-Am. Dsv. Bank 3.9 1.5 5.L 
IFC-Int'l. Finance Corn.. 2.6 7.3 

&-&I. Bank (long Term) 2L.7 35.9 98.L 
Other Gwarmnt  loans 0.3 0.3 6.2 

Less than $50,000. 





Uruguay 

I shadd .nu are PCUIITY c u s s l r m  r* 
must not be dirula.d to unmwlkdud LdC 
rldwb. All other m.nr1.l b PI-. I Uruguay-BASIC ECONOMIC DATA 

Country Bsckgrouncl 

Annual Population Grovth ....... 1.6% 
Gross National Product (1961)~ ............ Total ($  illi ion) 1,290 ..... Per Capita GNP ( ~ o l l a r s )  L5O 

AGRICULTURAL PROD. INDEX (1952-5Llr=100) 
Per Capita Index ................... 

Wheat (1000 MT) ................. 
.......... CEMENT PRODUCTION (1000 MT). 

1hTJTHLNATIOW.L TRADE ($ Nillion) 
Total Exports ( f .  0.b.) ............. ........................... Wool 
Total Imports ( c .  i . f  .) ............. 

Trade Balance .................... 
GOLD & FORGIGN EXCHANE (End Yr.-$ ~ i l )  

(Central Bank) 

..... COST OF LIVIX INDEX (1958=100).. 
(Montevideo) 

*Converted a t  11 ~ e s o a  Der U.S. dol lar .  

Agricultural Land .............. Percent of Area 8% 
Acres per Capita ............. .................. Literacy Rate 888 

Pupils - % of Pop. ( ~ r i m / ~ e c o n d . )  ll% ........ Life bpectancy n.a. .............. People per Doctor 860 

Uruguay, the smallest country i n  South America, has been large i n  influence 
a s  a Latin American champion of democratic government and leader i n  social  
reforma and welfare benefits.  The principle  of minority representation i s  
firmly established. This system has effect ively  reserved freedom and 

large, well-educated, well-fed mlddle class vbl& hsa sot k p a a d e d  
that grea te r  welfare can only be provldd by e u t a l g s 8  of ~ P C -  
( t i v i t y  and output. 

Uruguay has a substant ial  cap i ta l  base and highly developed economic infra-  
s t ructure.  Its economy depends fundamentally on agriculture and i n  partic- 
ular  on livestock production and wool and beef exports. Rapid growth took 
place during the two World Wars and Korean War, vhen demand was high for  
exports. However, long neglect of agricul ture together with heavy export 
taxes and d i s in te res t  by many landovners have discouraged investment and 
application of new techniques. 

The economy has not progressed since international commodity prices f e l l  a t  
t h e  end of the Korean W a r .  Export volume dropped a s  p rof i t s  vere squeezed 
o r  eliminated by low productivity, high costs and lov prices. The Govern- 
ment maintained economic ac t iv i ty  by large-scale d e f i c i t  financing, de facto 
devaluation, and imposition of d i f fe ren t ia l  exchange rates; and heavy inf la-  
t ion  ensued together with growing cost and price dis tor t ions.  

Elected i n  1958, the Blanco Government, with a strong r u r a l  background, init i-  
a ted action t o  eliminate discriminatory taxes and other penalties applied t o  
agriculture, t o  encourage exports and t o  s tab i l i ze  the economy. With the 
support of the Interr!ationsl Monetary Fund (IMF) a s tab i l i za t ion  program was 
inau~ura ted  i n  1959. BY mi&-1962 it b e c a ~ t e  obvious that successAiL sOsbiU- 



Country: URUGUAY 
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T h e  1Tnit.pd S t , a t ~ q  S P P ~ S  f n n d a m u t ~ t a l  i-h,inp~c_: i n  11v i lm l~van  ur-o~nmir  - - 
and soc ia l .  w e l f a r e  p o l i c i e s ,  t o g 3 t h e r  wi th  basic  improvements i n  
government o r g a n i z a t i o n  and a d m i n i s t r 2 t i o n ,  so t h a t  Uruguay may 
a g a i n  a t t a i n  a  p o s i t i o n  of  l e a d e r s h i p  i n  t h e  hemisphere through 
e f f e c t i v e  p a r t i c i p a t i o n  i n  t h e  A l l i a n c e  f o r  Progress .  The amount 
and l e v e r a g e  of U.S. a s s i s t a n c e  i s  l i m i t e d  both by t h e  p o l i t i c a l  
deadlock and by t h e  a v a i l a b i l i t y  of  l a r g e  un l iqu ida ted  l o a n  com- 
mitments of  i n t e r n a t i o n a l  agenc ies  which have n o t  r e q u i r e d  s t r u c -  
t u r a l  changes as ' c o ~ ~ d i t i o n s  f o r  disbursements .  No p r a c t i c a l  
amount o f  U.S. a i d  could a s s u r e  resurgence  of Uruguayan econo&c 
growth on  a  long-term b a s i s  u n l e s s  t h e  p r e s e n t  s e l f - l i m i t i n g  eoo- 
nornic atmosphere i s  a l t e r e d  s u b s t a n t i a l l y .  

1 .  U. S. a s s i s t a n c e  s t r a t e g y  combines l i m i t e d  l o a n s  and t e c h n i c a l  
a s s i s t a n c e  g r a n t s ,  c l o s e  working r e l a t i o n s  w i t h  Vruguayan 
l e a d e r s  and coord ina t ion  wi th  i n t e r n a t i o n a l  l e n d i n g  a g e n c i e s  
t o  a m e l i o r a t e  t h e  p r e s e n t  r e c e s s i o n ,  and encourage and suppor t  
Uruguayan s e l f - h e l p  e f f o r t s  t o :  ( a ]  e s t a b l i s h  an e f f e c t i v e  
p lanning  o r g a n i z a t i o n ,  and prepare  and implement a  sound 
development program; ( b )  e s t a b l i s h  b e t t e r  c o n t r o l s  on bank 
c r e d i t  and e l i m i n a t e  e x p o r t  t a x e s ;  (c )  encourage a g r i c u l t u r a l  
investment  and produc t ive  use of l a n d ,  develop i n c r e a s e d  
c r e d i t  f a c i l i t i e s ,  and e s t a b l i s h  an extension s e r  

e a s e  c o n t r o l s ;  ( d l  impos 
w e l f a r e  b e n e f i t s  a n d  i n  
un t  i1 p r o d u c t i v i t y  and 
e s  t o  a t t r a c t  domestic and f o r e i g n  

a t e  investment  inc lud ing  a n  information program, show 
i n v e s t o r s  which a r e a s  a r e  r e s e r v e d  f o r  publ ic  and p r i v a t e  
a c t i v i t y  and t h e  a v a i l a b i l i t y  of  s p e c i a l  a s s i s t a n c e  and 
i n c e n t i v e s .  

2. Emphasis i s  p laced  on suppor t ing  Uruguayan e f f o r t s  t o  complete 
and implement a  development p lan  and car ry  ou t  r e l a t e d  s t r u c -  
t u r a l  reforms.  The Agency f o r  I n t e r n a t i o n a l  Development 
(A.I.D.) w i l l  encourage t h e  i n t e r n a t i o n a l  agenc ies  t o  expand 
t h e i r  a s s i s t a n c e  t o  t h e  Uruguayan National  Planning Commission 
o r  a  comparable p lanning  o r g a n i z a t i o n ,  s o  i h a t  a  t e c h n i c a i i y  
sound development p lan  can be completed a s  q u i c k l y  a s  
p o s s i b l e .  

3 .  AID/%' and t h e  Country Team w i l l  encourage l i m i t a t i o n  of' :'or- 
e i g n  l o a n  a s s i s t a n c e  t o  t h e  import component of  p r o j e c t s  
which w i l l  s t i m u l a t e  economic growth; and p r o v i s i o n  of  t h e  
major p o r t i o n  of  a s s i s t a n c e  through l e a d e r s  such a s  I n t e r n a -  
t i o n a l  Rank f o r  Recons t ruc t ion  and Development (IBRD), 

(Millions of Dollars) 

.3 
A l l ~ o n m  lor Progress Grants 

Grants 

------------------ All~oncefor  Proqnss 
q$ 6.0 Million upproved us of Feb. 28, 

PROPOSED PROGRAM 

l.5& 

All~once for Pmprers Gronlr 

Inter-American Development Bank (IDB), and t h e  Export-Import 
(EX-Im) Bank, rather t h a n  A.Z.D. 

4 .  AID/% w i l l  a t t e m p t  t o  develop a c o m o n  po 
Uruguay by t h e  i n t e r n a t i o n a l  f i n a n c i a l  a 
t h e  Leverage e x e r t e d  f o r  s t r u c t u r a l  r e f o  
cclurage such c o o r d i n a t i o n  i n  f i e l d  conta 

Curren t  S i t u a t i o n  

Uruguay has made g r e a t  p r o g r e s s  i n  p r o v i d i n g  educa t ion ,  h e a l t h  
and w e l f a r e  b e n e f i t s  t o  t h e  bulk of t h e  popula t ion .  Free pr imary 
school  educa t ion  has produced a  l i t e r a c y  r a t e  of 88%. I n  t h e  l a s t  
decade enro l lment  i n  secondary schools  has i n c r e a s e d  by 80% t o  a  
p r e s e n t  t o t a l  of 55,000 s t u d e n t s .  Investment  i n  t r a n s p o r t a t i o n ,  
power and communications has g e n e r a l l y  s tayed  a b r e a s t  o r  ahead of 
needs,  b u t  s u s t a i n e d  growth w i l l  r e q u i r e  major a d d i t i o n s  t o  l i n k  
produc t ive  r u r a l  a r e a s  t o  f a c t o r i e s  and markets .  

Compared t o  o t h e r  L a t i n  American c o u n t r i e s ,  n a t i o n a l  income appears  
t o  be w e l l  d i s t r i b u t e d .  The s t a b i l i z a t i o n  program combined de- 
v a l u a t i o n  and a  u n i t a r y  exchange r a t e  w i t h  a  balanced budget  
p o l i c y  and r e s t r i c t i o n s  on o v e r - a l l  c r e d i t  expansion. Exports  
were e n ~ u u r a g e d  by increased  peso r e t u r n s ,  b u t  food p r i c e s  a l s o  
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jumped. C r e d i t  r e s t r i c t i o n s  h a l t e d  a  c o n s t r u c t i o n  boom and l e d  
t o  a  g e n e r a l  r e c e s s i o n .  Substantial wage incr- ; .ases  were gran ted  
each y e a r  under a  system i n  p r a c t i c e  t i e d  almost  a u t o m a t i c a l l y  t o  
i n c r e a s e s  i n  food and o t h e r  l i v i n g  c o s t s .  P r i v a t e  c r e d i t  ex- 
pans ion  l e d ,  w i t h  a  s t a b l e  exchange r a t e ,  t o  i n c r e a s i n g  import 
demand a s  t h e  p r i c e s  of  i n t e r n a l  goods rosE above impor t s .  This  
r a t e  h a s  been main ta ined  i n  r e c e n t  months o n l y  by t h e  Government's 
f i n a n c i n g  heavy c a p i t a l  f l i g h t  w i t h  f o r e i g n  exchange r e s e r v e s  
i n c l u d i n g  $15 m i l l i o n  from the. I n t e r n a t i o n a l  Monetary Fund (IPIF). 
Net r e s e r v e s  are now almost exhausted.  The b e n e f i t s  t o  expor t s  
p rov ided  by t h e  1959 deva lua t ion  appear  t o  have been s u b s t a n t i a l l y  
nega ted  by t h e  i n t e r n a l  p r i c e  r i s e .  

A Commission f o r  Investment  and Economic Development i s  completjng 
a n  a n a l y s i s  of Uruguayan development problems,  and w i l l  make recom- 
mendat ions concerning p r i o r i t i e s ,  economic p o l i c i e s  and l e g i s -  
l a t i o n  necessary  t o  l n l t i a t e  shor t - run  inves tments ,  and coord ina te  
and implement a  long-run development program. I t  i s  expected t h a t  
proposed l e g i s l a t i o n  w i l l  i n c l u d e  t a x  reforms,  a d d i t i o n a l  execu t ive  
powers t o  enab le  improved f i n a n c i a l  and monetary management of 
t h e  economy and r e o r g a n i z a t i o n  of t h e  P lanning  Commission t o  move 
it from t h e  M i n i s t r y  o f  Finance t o  a s t r a t e g i c  p o s i t i o n  d i r e c t l y  
under  t h e  Nat iona l  Counci l  of  Government. 

Development P lanning .  A . I . D .  w i l l  f i n a n c e  sectcjr and f e a s l b i l i t y  
s t u d i e s ,  economic t r a i n i n g  and a  c o n t r a c t  t o  mudernize p u b l i c  and 
b u s i n e s s  a d m i n i s t r a t i o n  educa t ion .  There i s  c l o s e  coord ina t ion  

w i t h  a n  Organiza t ion  of  American S t a t e s  ( O ~ S ) / ~ n t e r - ~ m e r i c a n  
Development Bank ( I ~ ~ ) / ~ c o n o m i c  Commission f o r  L a t i n  America 
(ECLA) planning advisory  group. 

A m i c u l t u r a l  Development. A major c o n t r a c t  wi th  Iowa S t a t e  Uni- 
v e r s i t y  w i l l  improve t h e  A g r i c u l t u r e  College and expand a g r i c u l -  
t u r a l  voca t iona l  t r a i n i n g  and r e s e a r c h  i n  s o i l s  and f o r a g e  and 
f i e l d  crops. Ass i s tance  w i l l  be provided t o  s t r e n g t h e n  an a g r i -  
c u l t u r a l  cooperat i .ves  f e d e r a t i o n  and t h e  4-H c l u b s ,  and t o  suppor t  
r e s e a r c h  i n  a f t o s a  c o n t r o l  d u r i n g  meat p rocess ing .  

I n d u s t r i a l  and Manpower P r o d u c t i v i t y .  A two-year c o n t r a c t  w i l l  
p rov ide  t e c h n i c a l  and commodity a s s i s t a n c e  t o  a  v o c a t i o n a l  mechan- 
i c a l  and e l e c t r i c a l  school .  A . I . D .  w i l l  a s s i s t  i n  e s t a b l i s h i n g  a  
l a b o r  l e a d e r  t r a i n i n g  c e n t e r  and i n  s t r e n g t h e n i n g  t h e  program of  
t h e  Uruguayan I n s t i t u t e  f o r  Developing Business  Management. 

Emergency Ant i - recess ion  Measures. A $6 m i l l i o n  housing l o a n  h a s  
been au thor ized  i n  a d d i t i o n  t o  t h e  $3 m i l l i o n  school  c o n s t r u c t i a q  
l o a n  proposed f o r  FY 1964 implementat ion,  These l o a n s  p l u s  tech-  
n i c a l  and community a s s i s t a n c e  prov ided  under  t h e  Iowa S t a t e  con- 
t r a c t  f o r  a g r i c u l t u r a l  development and a s s i s t a n c e  t o  t h e  mechani- 
c a l  and e l e c t r i c a l  school  comprise $10 m i l l i o n  i n  "Emergency 
A s s i s t a n c ~ "  r e q u e s t e d  by Uruguay pursuan t  t o  t h e  Punta d e l  Es te  
C h a r t e r .  A t  t h e  r e q u e s t  of Uruguay, t h e  housing l o a n  was given t o p  
p r i o r i t y .  I t  r e p l a c e s  $3.9 m i l l i o n  f o r  h e a l t h  c e n t e r s  and $2.1 
m i l l i o n  of $5.1 m i l l i o n  o r i g i n a l l y  reques ted  f o r  pr imary schools .  
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FY 1964 A . I . D .  PROPOSED PROGRAM 

F Y I 9 6 2  Estimated Proposed 

Development Loans - T o t a l  - 6.0 - a 
Development Banks and o ther  

F i n a n c i a l  I n s t i t u t i o n s  - 6.0 - 

Development Grants  - T o t a l  0.3 2.0 1.5 
A g r i c u l t u r e  and A g r i c u l t u r a l  

Educat i on 0.2 1.5 0.7 
I n d u s t r y  and Labor - 0.2 0.2 
P u b l i c  Adminis t ra t ion  and 
- - 
Plannjng - 0.2 0.5 

Other 0 .1  0.1 0 .1  

Deobl iga t ions  During FY 1962 is xx xx 

Other U.S. Ass i s tance  
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 1.5 - - 
( S a l e s  Agreements) ( 2 . 0 )  (-1 

9 
(-1 

Mi l i tm-y  hoois tance  Program 1.8 r ( .  C. 3*8 

e s s  t h a n  $50,000 
lend ing  a n t i c i p a t e d .  Appl ica t ions  w i l l  be rece ived .  

O b l i g a t i o n s  and Commitments Fi Fi 
: m i l l i o n s  o f  d o l l a r s  k d o l l a r  equiv.)  I 1g1 1 1962 1 1946-1962 

AGENCY FOR INT'L. DEVEIBPMENT - TOTAL 0.1 0 .3  
Technica l  Coop./~evelo&nent G r a n t s  . 0.1 0 .3  
Development Loans .................. - - 
Other  A . I . D .  ....................... - 

............ SOCIAL PROGRESS TRUST FUND - 2.5 

FOOD FOR PEACE (P.L. 480) - TOTAL 2.7 1 .8  
T i t l e  I, Country Uses .............. 2 . 4  1 . 5  

( S a l e s  ~ g r e e m e n t s )  ............... ( 3.2 ) ( .2.0) ........................... T i t l e  11 
T i t l e  I11 .......................... 
T i t l e  I V  ........................... 

........... EX-IM BANK LONG-TERM LOANS 

....... OTHER U.S. ECONOMIC ASSISTANCE 

MILITARY ASSISTANCE 4 
M.A.P. - Grant Aid ................. 
M.A.P. - C r e d i t  Ass i s tance  .......... 
Other  M i l i t a r y  Ass i s tance  .......... 

UN Tech. Ass l t .  ( C Y  ending 
......... UN S p e c i a l  Fund.. 

..... Inter-Am. Dev. Bank.. 

ASSISTANCE FROM INTIL. AGENCIES 
IBRD - World B a n k . . . . . . . . . . . . . . . . . . .  

i n  F Y )  ... 

SINO-SOVIET BMC ASSISTANCE (CY) ...... 
LOAN $ REPAYMENTS & INTEREST 

A . I . D .  and P.L. 480 Loans ........... - 
.............. Ex-Im Bank ( ~ o n ~ - ~ e r m )  1.0 

Other  Government Loans. ............. 0.1 

I ~ n n u a l  d a t a  a r e  n e t  d e l i v e r i e s .  

7 7 
*Less t h a n  $50,000 
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Venezuela 

Venezuela-BASIC ECONOMIC DATA 

Country Backmound 

....... innual Population Grouth 3.a 
koss National Product (1961)* 

Total ($  illi ion) ............ 5,290 ..... Per Capita GNP (Dollars) 692 
Approx. 1956-61 Grouth Rate 

TotalCNP .................. b . 8  ................. Per Capita +O.% 

LGRICULTURAL PROD. INDEX (1952-5b=100) 
Per Capita Index ................... .................. corn (1000 MT) 

UNUFAClURI~ PRODUCTION INDEX (1958=100) 

[NTERNATIONAL TRADE ($ Million) 
Total Exports (f.  0.b.) ............. 

............ Petroleum & products 
Total Imports (c . i . f  .) ............. .................... Trade Balance 

;OLD & FOEIGN EXCHAEE ( ~ n d  ~ r . -$  Mil) 

:OST OF LIVIERr INDEX (1958=100) ....... 
(Caracas) 

Agricultural Land .............. Percent of Area 23% ............. Acres per Capita 6.5 
Literacy Rate .................. 5l% 
Pupils - % of Pop. (~rim/second.) 18% 
Life Expectancy (years) ........ n-a. 
People per Doctor ............ ..1,m 

t Converted a t  h.5 bolivares per U.8. blLar. 

Venezuela, a b u t  the s ize  of Texas plus Oklahoma, i s  the s ixth largest  
country i n  South America. The composition of the  population i s  about 65s 
Mestizo (a White-Indian-Negro mixture), 20% White, 8% Negro, and 7$ Indian. 
Less than 3$ of the  t o t a l  l i v e  i n  the southern half of the country, and 
a b u t  70$ of the  t o t a l  l i v e  i n  population centers of 2,500 or more. 

Rich i n  natural  resources, Venezuela is  the  t h i r d  largest  o i l  producer i n  
the world, with petroleum products valued a t  approximately $2.4 b i l l ion  
accounting f o r  90% of the  country's 1961 exports. Despite the highest per 
capita Gross National Product (GNP) income i n  Latin America--equivalent to  
$600-$700 i n  purchasing power--wealth and opportunity a r e  unevenly dis- 
tributed, with a b u t  50% of the people receiving only 10$ of the national 
income. 

m e  present Betancourt Government, i n  off ice s ince February 1959, repre- 
sents the longest-lived constitutional,  democratic government i n  Vene- 
zuela's history. Power previously vas vested i n  an oligarchy of landovners 
and merchants, and government vas characterized by the personal rule  of a 
succession of dictators .  

The Betancourt Government has made substantial progress in coping with the 
nat ion 's  problems, improving the general velfare and stimulating basic 
economic development. Its moderate pol icies  have provoked the opposition 
of radical l e f t i s t s  and i t s  social  reform programs have amused some oppo- 
s i t i o n  f r o m  extreme r igh t i s t s .  Hovever, t h e  Government has the majority 
support of tvo principal power groups--the mil i tary and organized rural 
and urban Labor. It is also receiving increasing support from enlightened 
businessmen. 

Despite extensive internal  disorders, a n  economic recession from 1959 
through 1961, and a major s t ruc tura l  unemployment problem, the  government 
has been able t o  press forward vigorously with measurable economic and 
social  progress. Current economic indicators re f lec t  t h a t  the economy is 
moving upward s ignif icant ly,  with increasing private  investment, both for-  
eign and domestic. 
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U.:;. 0b;jectives and S t r a t egy  

I t -P. .  n h i o , = t _ < ~ r ~ ~  era.  (21 j p  thn qhnyt f e m .  np4ure thlt the .. 
Betancourt Administration completes i t s  term of o f f i c e  democrati- 
c d l y  and c o n s t i t u t i o n a l l y  in March 1964; and ( b ) ,  f o r  t he  Long 
term, t o  a s s i s t  Venezuela t o  achieve se l f -sus ta in ing economic 
g r o d h  and s o c i a l  development i n  such a way tha t  a s t ab le ,  pro- 
Western s o c i a l  and governmenb s t r u c t u r e  w i l l  r e s u l t .  

With domestic resources  being mobilized increas ingly  fo r  develop- 
mental purposes, Venezuela ' s requirements f o r  d i r e c t  f i n a n c i a l  
a s s i s t ance  a r e  expected t o  be minimal i n  FY 1964 and succeeding 
years.  It i s  assumed t h a t  t h e  external  financing required w i l l  
be forthcoming from p r i v a t e  sources and from in t e rna t iona l  lending 
agencies such a s  In t e rna t iona l  Sank f o r  Reconstruction and Devel- 
npxent (IBRD) ar?d I n t e r - h e r i c m  !kvelnpm~nt E.nk (IDE) . 

U.S. s t r a t e g y  i s  d i r ec t ed  t o :  ( a )  supporting as ,~ppropr i a t e  Vene- 
z u e l a ' s  ex te rna l  f i n a n c i a l  a s s i s t ance  requests;  (b)  providing 
s e l e c t i v e  t echn ica l  a s s i s t ance  t o  inf luence  and a s s i s t  t h e  Govern- 
ment of  Venezuela (GOV) i n  carrying out  key areas of i t s  Develop- 
ment Plan and acce le ra t ing  development progress, i n  encouraging 
t h e  expansion of t h e  p r i v a t e  sec tor  and i n  f a c i l i t a t i n g  t h e  flow 
of U .  S .  p r i v a t e  investment capit,al; ( c )  encouraging Venezuela t o  
t..;-lp o the r  Latin "clerican countr ies  a s  soon as t h i s  becomes fea- 
s i b l e ;  (d) wi th in  t h e  l i m i t s  of U.S. na t iona l  s ecu r i ty  i n t e r e s t s ,  
avoiding undue r e s t r i c t i o n s  of imports  and offshore purchases of 
Venezuelan petroleum products; and ( e )  providing t e c h n i c a l  a s s i s t -  
ance t o  a i d  t h e  Venezuelan Government i n  maintaining law and order. 

Current s i t u a t i o n  

Aided and s t imula ted  by comprehensive development p lans  and pro- 
grams which r e l y  heavi ly  on p r iva t e  investment and en te rp r i se ,  
Venezuela i s  achieving measurable economic and s o c i a l  progress.  
As a r e s u l t  t h e  government i s  experiencing increasing publ ic  
confidence and support .  

Gross National  Product (GNP) growth inproved during 1962 a t  an 
ind ica t ed  l e v e l  of  6 t o  7% over a v i r t u a l l y  stagnant 1961. Most 
he lp fu l  was increased petroleum production, up 10% over 1961. 
General a g r i c u l t u r a l  production increased by more than 10% over 
1961, and investment i n  manufacturing, stimulated by government 
f i n a n c i a l  and o ther  a s s i s t ance ,  a l s o  exceeded the  1961 l eve l .  
S ign i f i can t  progress has a l s o  been made i n  programs o f :  (a )  agrar-  
i a n  reform (more than 55,000 f ami l i e s  have been r e s e t t l e d  on ap- 
proximately 3.1 mi l l i on  ac re s  s ince  1959) ; (b) education ( en ro l l -  
ment i n  primary schools has nea r ly  doubled since 1958; and 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

1.1 Grants 

------------• Alllance lor Proaress 

PROPOSED PROGRAM 

very successful  aided self-help m r n l h o u s i n g  program clnd has plans 
f o r  coxprehrnsivc lox.-rost h o ~ i n g  and s l u m  c learance  programs I r i  
t he  country 's  s i x  l a r g e s t  urban centers .  

Continuing s o c i a l  and economic problems fo r  which p r i o r i t y  pro- 
g r a m  a r e  provided in the  WV Developnent Plan f o r  1963-66 a r e :  
( a )  acute unemployment; (b) need fo r  i n t e n s i f i e d  development of 
human resources t o  neet  t h e  requi renents  of a developing indus- 
t r i a l  economy; ( c )  housing shortage of 575,000 u n i t s ;  (d)  develop- 
ment of the  i n t e r i o r  and r u r a l  economy; and (e') 1ricr.easeu entre-  
preneur ia l  a c t i v i t y  and investment i n  t h e  p r i v a t e  sec to r .  

FY 1964 Program 

The proposed FY 1964 Development Grant program of $1.7 mi l l i on  i s  
focused on t h r e e  p r i o r i t y  development goals  a s  follows: 

Development of Human Resources -- Grant funds of $790,000 a r e  pro- 
posed t o  a s s i s t  t h e  WV i n  i t s  extensive secondary and vocational  
education programs and i n  publ ic  adminis t ra t ion .  

Rural Development -- Grant f i n d s  of $325,000 a r e  proposed t o  a s s i s t  
t he  WV i n  key a reas  of i t s  r u r a l  improvement programs, par t icu-  
l a r l y  agrar ian  reform and r e l a t e d  supervised a g r i c u l t u r a l  c r e d i t .  
An Agency f o r  In t e rna t iona l  Development (A.I . D . )  loan of $10 mi l l i on  

( c )  publ ic  hea l th  and san i t a t ion . -The  WV i s  also carrying out a was contkacted i n  Zeptentber 1962 f i r  a superviskd a g r i c u l t u r a l  - 79 Revised Apr i l  30, 1963 
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c r e d i t  program. iDB has  provided a loan  of  $12.7 m i l l i o n  f o r  t h e  
GOV ag ra r i an  reform program. 

Housing -- Grant funds of  $75,000 a r e  proposed t o :  ( a )  a s s i s t  t h e  
GOV with  f o s t e r i n g  t h e  development of  l o c a l  i n s t i t u t i o n s  and mo- 
b i l i z a t i o n  of  l o c a l  c a p i t a l  f o r  housing purposes; and (b )  assur ing  
optimum accomplishment of  housing programs f o r  which A . I . D .  h a s  
provided t h r e e  l oans  t o t a l i n g  $45 mi l l i on .  IDB has  a l s o  provided 
two SPTF loans  t o t a l i n g  $22 m i l l i o n  f o r  housing programs i n  Vene- 
zue la .  

Other  -- Other proposed FY 1964 fund a l l o c a t i o n s  a r e  Publ ic  Safe ty ,  
$225,000, and Technical  Support, $330,000. 

FY 1964 A . I . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  o f  d o l l a r s )  
FY 1963 FY 1964 

FY -1962 Estimate:d Proposed 

Development Loans - Tota l  10.0 30.0 - 

Development Banks and Other 
F inancia l  I n s t i t u t i o n s  10 .0  30.0 - 

Development Grants  - Tota l  1.1 2.9 1 . 7  

Education 0.5 0.6 0 .6  
Food and Agr i cu l t u r e  - 0 . 4  0.3 
Publ ic  Safe ty  & Pub.Admin. - 1.3 0 . 4  
Other 0.6 0.6 0 . 4  

Deobligat ions During FY 1962 * xx xx 

Support ing Ass is tance  - T o t a l  - 0.1  - 
Other U.S. Ass i s t ance  

Food f o r  Peace, T i t l e s  I & IV: 
Country Uses 11.4 11.5 11.0 
( s a l e s  Agreements) (11.4)  (11.5)  (11.0) 

M i l i t a r y  Ass i s t ance  Program 0.9 1 . 3  1.8 

Obl iga t ions  and Commitments FY 
(mi l l i ons  of  d o l l a r s  & d o l l a r  equiv.)  1 1 1  1 1$2 / 1946-1962 

AGENCY FOR IIiT'L. DEVELOPMENT - T O U  15 .2  11.1 
Technical ~ o o ~ . / D e v e l o ~ m e n t  Grants . 0 .2  1.1 
Development Loans .................. 15.0 10.0 ....................... Other A . I . D .  - - 

;OCIAL PROGRESS TRUST F U N D . .  ........... - 42.0 

FOOD FOR PEACE (P.L. 480) - TOTAL - 11.9 
T i t l e  I, Country Uses .............. - - ............... ( s a l e s  ~ g r e e m e n t s )  (-)  (-1 
T i t l e  I1 ........................... - - 
T i t l e  111 .......................... - 0.5 
T i t l e  I V  ........................... - 11 .4  

........... EX-IM BANK LONG-TERM LOANS 103.0 - 

OTHER U.S. ECONOMIC ASSISTANCE ....... - 0 .6  

MILITARY ASSISTANCE 
- - M.A.P. - Grant Aid ................. :: 0.5 ......... M.A.P. - Cred i t  Ass is tance  9.6 4 . 1  

Other M i l i t a r y  Ass is tance  .......... - 5.7  

ASSISTANCE FROM IIiT 'L . AGENC 1ES 
IBRD - Xorld Bank.. ................. - 45.0 
UN Tech. A s s ' t .  ( C Y  ending i n  FY) ... 0 .5  0 .3  
UN Specia l  Fund.. ................... 0 . 8  2.3 
Inter-Am. Dev. Bank.. ............... 10.0 - 
IFC-Int '1 Finance Corp.. ............ 0 .2  - 

SINO-SOVIET BLOC ASSISTANCE ( C Y )  ..... - - 

LOAN $ REPAYMENTS & INTEXEST 
......... A . I . D .  and P.L. 480 Loans.. - 5r 

Ex-Im Sank ( ~ o n ~ - ~ e r m ) .  ............. 1 . 2  2 . 1  
Other Government Loans. ............. - - 

* Less t han  $50,000. 

a /  Annual d a t a  a r e  n e t  d e l i v e r i e s .  - 

than $50,000 
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British G u i a n a - B A S I C  ECONOMIC DATA 

Annual Population Growth ....... 3.0% Agricultural Land 
.............. 3ross National Product (1961)~. Percent of Area 6.5% 
............. Total ($  Million) ............ 156 Acres per Capita 6 

Per Capita GNP (Dollars) ..... 260 Literacy Rate .................. 
Pupils - % of Pop. (~rim/~econd.) 23% ........ Life Expectancy (years) 52 ............. People per Doc tor .3,130 

LGRICULTURAL PROD. INDEX (1952-5h-100) 126 lh2 1113 155 
................... Per Capita Index 10 6 115 113 119 

.......... Rice, rough (1000 MT) 176 21h 216 250 

ZLECTRIC POWER OUTPUT (KWH per capita) n.a. n.a. n.a. n.a. 

INTERNATIONAL TRADE ($ Million) ............. Total Exports (f .o.b.) 61 7h 87 n.a. 
.......................... Sugar (27) (3h) (30) (n.a.1 

Total Imports (c .i.f.) ............. 65 86 - n.a. 86 - .................... Trade Balance T -  -12 +1 n.a. 

SOLD & FOREIGN EXCHANGE (End Yr. -$ Mil) n.a. n.a. n.8. n.a. 

...... :OST OF LITUG INDEX (1958-100). 10 3 10 3 lob 10 7 

Country Bachround 
British Guiana is a British colony on the northeast coart of South America 
vith an area approximately the size of Idaho. b s t  of the country is unin- 
habited, vith population concentrated in a narrov coastal strip comprising 
approximately 4% of the total land area. In the coastal lands population 
density is approximately 180 persons per square mile in contrast to 0.5 in 
the interior. 

The dominant socio-political fact is the division of the country into rival 
racial groups, the Fast Indians, comprising 49.1s of the population (1961) 
and people of African and mixed descent, comprising 44.6. The higher bi4h 
rate of the Fast Indian population indicates that by 1969 the Fart Indian8 
vill comprise over 54% of the population. 

The dominant People's Progressive Party (PPP), led by Cheddi Jagan, draws 
its support largely from the rural Fast Indian population; the People's 
National Congress (PRC), led by Forbes Burnham, is largely African and 
urban; and the United Front (uF), led by Peter D'Aguiar, is supported by 
Europeans, people of mixed descent, and the Amerindian natives of the inte- 
rior, among vhom Christian missionaries exert considerable influence. 

British Guiana vsa granted full internal self-government during the s-er 
of 1961. In elections that year, the PPP received 429 of the popular vote 
and von 19 of the 35 seat8 in the legislature. The PAC secured 41s of the 

popular yote, and 11 reatr. The W gained 16% of the votes and 4 seats. 
Cheddi Jagan became Premier. 

hioting broke out in Georgetown in F e b ~ a r y  1962 over the Jagan goverment'q 
budget proporals. Only the intervention of British troops, brought in at 
Jagan'r request, prevented chaos and seriolu bloodshed. 

Both major political parties profess a nocialist orientation, but vhile -4- 
ham proferres to be anti-Comrmunist, Jagan and his associates have made no 
secret of their admiration for the Comnmist vorld. Cuba became an i.portwt 
buyer of Guianese rice in 1962; the Soviet bloc nations have sent trade d o -  
sionr, and have indicated an interest in developing trade. 

In October 1962 the U.K. convened a conference of the three political parties 
to w e e  on terme for independence. The conference broke up in disagreement 
betveen the partier, and full independence has been delayed. The U.K. has 
indicated it might eventually be forced to impose a solution of its ovn. 

The econom of Britirh Guiana in built upon sugar, bauxite and rice, the fi~tst 
tvo of vhich have enjoyed a preferred export market becalue of comonvealth 
agreencntr, U.S. sugar quotas and stockpiling policies. The only significant 
source of developent financing (except mining) has come fim the Eritish 
Coamonwealth Developent Pund, smounting to approxFmately $7 to $8 million 4 
year for the period 1960-1964. 
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The Appncv for Int.prnat,i  o n a l  Davt.lonmrnt, f A - 7 . n .  n h j w t , i v ~  i n  
B r i t i s h  Guiana is t o  l a y  t h e  groundwork f o r  a program of s i g n i f i -  
c a n t  d ~ v e l o p m e n t  a s s i s t a n c e  i n  t h e  e v e n t  Jagan and h i s  pro-Commu- 
n i s t  government a r e  d e f e a t e d  and i n  t h e  i n t e r i m  t o  con t inue  a  
"prescncel ' - type t e c h n i c a l  a s s i s t a n c e  program. 

S p e c i f i c a l l y ,  A . I .  D. s t r a t e g y  c a l l s  f o r :  ( a )  main ta in ing  an 
o p e r a t i n g  A . I . D .  Mission which could  be qu ick ly  mobi l ized  and ex- 
panded should  p o l i t i c a l  developments d i c t a t e  such a c t i o n ;  (b)  
g a t h e r i n g  in format ion  and conduct ing advance planning a c t i v i t i e s  
t o  a l l o w  f a s t  a c t i o n  on a  U.S.-supported economic development pro- 
gram a t  a l a t e r  da te ;  and ( c )  demonstrat ing t o  t h e  people  of 
B r i t i s h  Guiana through a  small  well-placed t e c h n i c a l  a s s i s t a n c e  
program t h a t  t h e  United S t a t e s  con t inues  t o  maintajn an i n t e r e s t  
i n  t h e i r  s o c i a l  and economic wel l  being.  

The d u r a t i o n  and success  of  t h i s  s t r a t e g y  depends e n t i r e l y  on 
p o l i t i c a l  developments and d e c i s i o n s .  However, i f  J a  
f e a t e d  i n  a  f u t u r e  e l e c t i o n  and r e p l a c e d  by an anti-C 
government, t h e  A . I .D .  s t r a t e g y  w i l l  enab le  the Uni te  
l aunch  a l m o s t  immediately a  program of  s i g n i f i c a n t  e c  
ance, and t h u s  h e l p  s * a b i l i z e  and c o n s o l i d a t e  a  new a  
government o f  B r i t i s h  Guiana. It i s  t h e  requirement 
immediate response which d i c t a t e s  t h e  n e c e s s i t y  of a  con 
p r e s e n c e  -- a presence  capable  of t rans format ion  i n t o  a  s 
c a n t  development program a t  t h e  p roper  moment. 

The proposed FY 1964 funding  l e v e l  i s  $1.5 m i l l i o n  i n  Development 
Gran ts .  I t  i s  designed t o  c a r r y  o u t  t h e  above s t r a t e g y .  

If p o l i t i c a l  c o n d i t i o n s  should d i c t a t e  t h e  i n i t i a t i o n  o f  a  s i g n i f i -  
c a n t  economic development program, a d d i t i o n a l  cont ingency funds  
would be r e q u i r e d  q u i c k l y .  

C u r r e n t  S i t u a t i o n  

I n  B r i t i s h  Guiana t h e r e  i s  no p r e s s i n g  l a n d  reform problem and t h e  
t a x  s y  s tem i s  gr.aciuated and r e l a t i v e l y  e f f e c t i v e .  The government 
s t r u c t u r e  i s  organ ized  i n  t h e  U . K .  p a t t e r n  of par l i amenta ry  de- 
mocracy. 

However, t h e  deep r a c i a l  s p l i t  and t h e  governmentts  p r o - C o m n i s t  
l e a n i n g s  have genera ted  so much o p p o s i t i o n  among t h e  r e g u l a r  c i v i l  
s e r v i c e ,  t r a d e  un ions ,  C h r i s t i a n  churches  and t h e  p r e s s ,  t h a t  
c o n t i n u i n g  u n r e s t  and p o l i t i c a l  i n s t a b i l i t y  seem unavoidab le  i n  t h e  
f o r e s e e a b l e  f u t u r e .  Large-scale  emigra t ion  of p r o f a s s i o n a l s  h a s  

I PRIOR and CURRENT PROGRAMS 
i ( M i l l i o n s  of D o l l a r s )  

1 . 4 ~  

' A l l ~ a n c e  far Progress Grants 
l ~ g o l ~ o n s  of $0.1 Mdhon 

1.5 

All lance far Praqress Grants 

I PROPOSED PROGRAM 

FY 1964 I- 
.-------- Alllance for Pmqress Grants 

a l r e a d y  s e r i o u s l y  hampe 
u n l e s s  t h e  t r e n d  i s  r e v  
s e r v i c e s  and i n  

Economic a c t i v i t y  has  been s i m i l a r l y  hampered by l a c k  of conf idence  
on t h e  p a r t  of t h e  b u s i ~ e s s  community and of  p o t e n t i a l  f o r e i g n  
i n v e s t o r s .  Despi te  c o n s i d e r a b l e  c a p i t a l  investment  i n  b a u x i t e  

The c u r r e n t  B r i t i s h  Guisna Development P l a n  (1960-1964) p r o v i d e s  
f o r  a  t o t a l  expendi tu re  of  approximately $66 m i l l i o n ,  and con- 
c e n t r a t e s  on t h e  development and rec lamat ion  of c o a s t a l  l a n d s  
p r i m a r i l y  f o r  r i c e  p roduc t ion .  The program i s  l a g g i n g  behind be- 
cause  of  i n c r e a s e d  c o s t s  and l a c k  of  funds  t o  meet even t h e  o r i g i -  
n a l  e s t i m a t e d  c o s t s .  

Arab le  l a n d s  of  t h e  i n t e r i o r ,  f o r e s t  r e s o u r c e s  and m i n e r a l s  o f f e r  
p r o s p e c t s  f o r  sound economic growth. Such growth, however, re -  
q u i r e s  p o l i t i c a l  s t a b i l i t y ,  an in f low of e x t e r n a l  c a p i t a l  and an 
improvement o f  t h e  b a s i c  s k i l l s  and techniques  of  t h e  c i t i z e n r y .  
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viduals. All o h r  rnak.i.1 b u n c l a r i i .  I 
FY 1964 Program 

The program w i l l :  ( a )  p rov ide  e n g i n e e r i n g  and des ign  surveys and 
f e a s i b i l i t y  s t u d i e s  r e q u i r e d ,  p r e l i m i n a r y  t o  p o s s i b l e  l a t e r  imple- 
mentat ion o f  t h e  economic development program recommended by t h e  
U.S. Economic P lanning  Team; ( b )  accomplish p r o j e c t s  i n  p u b l i c  
h e a l t h  and road maintenance which, a t  r e l a t i v e l y  s m a l l  c o s t ,  w i l l  
y i e l d  c o n s i d e r a b l e  p o l i t i c a l  impact ;  and ( c )  enab le  s e l e c t e d  Guianese 
t o  improve t h e i r  p r o f e s s i o n a l  q u a l i f i c a t i o n s  through t r a i n i n g  i n  
t h e  Uni ted  S t a t e s .  C r i t e r i a  f o r  s e l e c t i o n  w i l l  be t h e  f u t u r e  needs 
p r o j e c t e d  by t h e  U.S. Economic P lanning  Team and t h e  p o l i t i c a l  i m -  
p o r t a n c e  of  a p p l i c a n t ' s  p o s i t i o n .  

FY 1964 A .I .D. PROPOSED PROGMM 

( I n  m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Development Grants  - T o t a l  1 .4  1.5 1.5 
T r a n s p o r t a t i o n  0.9 0.1 0.1 
Surveys - o.@/ 0 . 8 d  
Other  0 . 6  0 .6  0 .6  

Deobl iga t ions  During FY 1962 -0.1 xx xx 

a /  Surveys be ing  conducted i n  l i g h t  of  U.S. Economic P lanning  - 
Team recommendations. 

FINANCIAL DATA - 
AGEXCY FOR INT'L. DEV!XLDPMENT - TOT& 0 .7  

Technical  coop . /~eve l  opment G r a n t s  . 0.7 .................. Development Loans - ....................... Other  A . I . D .  - 

I 

FDOD FDR PEACE (P.L. 480) - TOTAL 0 .1  
T i t l e  I, Country Uses .............. - 

( s a l e s  ~ g r e e m e n t  s )  ............... ( -) 
T i t l e  I1 ........................... - 
T i t l e  111 .......................... 0 . 1  ........................... T i t l e  IV - 

O b l i g a t i o n s  and Commitments 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 

............ EX-IM BANK LONG-TERM LOANS 

OTHER U.S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. - 
M.A.P. - C r e d i t  Ass i s tance  ......... - 
Other  M i l i t a r y  A s s i s t a n c e  .......... - 

FY 
1946-1962 

FY 
1961  

ASSISTANCE FROM INT'L. AGENCIES 
IRRD - World Bank ................... 1 . 2  

... UN Tech. A s s ' t .  (CY ending i n  FY) * 
U N  Spec ia l  Fund. .................... 0 . 4  

FY 
1962 

SINO-SOVIET BLOC ASSISTANCE (CY)  . . . . . -  
JIIAN $ REPAYMENTS & INTEREST.. ....... - 

82 
*~ess  t h a n  $50,000 
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nnnt nn L. dlrulled to unautk.rlzod hdC I .- All L. - W b  I . ~ ~ .  I British Honduras- BASIC ECONOMIC DATA 

........ 
.WXICO 1 BRITISH H O N D U R A ~  

........ 
N I C A R A G U A  

Country Background 

....... hmual Population Growth 3 1% Agricultural Land 
k o s s  National Product (1961)* Percent of Area .............. 5 . 3  

............ Total ($  illi ion) 28 Acres per Capita ............. 3.1 .................. ..... Per Capita GNP (Dollars) 300 Literacy Rate 7@ 
Pupils - % of Pop. (prim/Second.) 2@ 
Life Expectancy n.a. ........ ............. People per Doctor .h,m 

4GFUCULTURAL PROD. INDM (195'2-5h=100) 
Per Capita Index ................... 

Grapefruit & Oranges ( 1000 MT) . . 
ILECTFUC POWER OUTPUT (KWH per  capita) 

INT~TIONAL TRADE ($ Million) 
Total Exports ( f  .o.b.) ............. 

Timber and Logs ................ 
Total Imports (c . i . f  .) ............. 

Trade Balance .................... 
SOLD & FOKEIGN EXCHANGE (End Yr.-$ Mil 

....... GOST OF LIVING INDEX (1958=100) 
(Belize) 

k Converted a t  BWI $l.hO per U.S. dol lar .  

Br i t i sh  Honduras, a colony of the  U.K. i n  Central America, i s  l ess  developed 
than i t s  s i s t e r  colonies of the Caribbean. Development i s  limited by a 
small population,of only 92,OOO persons, lack of resources, and by hurricane 
devastation i n  1961. Guatemala restates ,  on occasion, its claim t o  the t e r -  
r i tory.  Bri t ish Honduras has recently gained greater  internal  autonomy 
under a f ree ly  elected, minis ter ial  form of government o p e r a t i q  within a 
new constitution. MJor  financial,  foreign a f f a i r s ,  and defense responsi- 
b i l i t y  is exercised by the Crown through the Governor. 

b n o a i c  an8 lawid. inrptitutione are relatively underdeveloped. Health and 
Muitation iacilltiee+ netld ing,rweslerit. Ski- are in  short supply. Timber 
i s  the  leading national resource and sawmill products the  major export. 
Agriculture is f a s t  approachiq forestry products i n  importance. However, 
many foods which could be produced loca l ly  a re  imported. Citrus f r u i t  and 
sugar a r e  the main export crops, while the chief food crops a r e  corn, r i c e  
and beans. Development of cacao and cotton i s  being attempted. There a r e  
some prospects f o r  a specialized t o u r i s t  industry. The small population of 
t h e  country, and limited resources have thus f a r  precluded the developent 
Of most manufacturing. Mineral resources have so f a r  proved negligible. 

Gross National h-oduct (GNP), i n  1960 prices ,  is $27 million, and per capita 
income $300. GNP per capita appears high f o r  I a t i n  America, but there a r e  

wide dispari t ies  i n  income. Such s t a t i s t i c s  a s  a r e  available indicate a 
s t a t i c  growth s i tuat ion,  as  economic expansion i s  offset  by population growth. 
Many people are outside the money economy. 

The Government has t radi t ional ly run a large d e f i c i t  i n  i t s  budget and bal- 
ance of payments. Government expenditures of $7 million per year a r e  part ly  
financed by revenue of $4 million. The d e f i c i t  i s  made up by U.K. grants 
and loans. The chief source of government revenue i s  import duties. 

The Agency for International Development (A.I.D.) has had a small program of 
technical. assistance i n  Bri t ish Honduras sinck 1955, which served t o  d a o n -  
s t r a t e  U.S. interest .  This program has provided t raining f o r  a number of 
Bri t ish Hondurans. Technicians and consultants have been provided i n  a vari-  
e ty  of f ie lds  by A.I.D. 

In l i n e  with concenfration of U.S. resources sad. wlthdraval of A.I.D. from 
ttreaa of marginal in te ree t  where U.S. In te res t  can be demonstrated i n  other 
'ways, it has been decided t o  terminate t h e  limited technical coopemtion 
program j.n M 1963. A sizable  Peace Corps sad. l imited P.L. 480, T i t l e  111, 
p r o m  w i l l  continue t o  demonstrate U.S. interest .  The student exchange 
program w i l l  be continued a d  increased. 
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Jamaica- BASIC ECONOMIC DATA 

Annual Population Growth ....... 1 .  Agricultural Land 
Gross National Product (1961)* Percent of Area .............. 30% 

............. Total ($ Million) ............ 715 Acres per Capita 0.5 
Per Capita GNP (Dollars) ..... L36 Literacy Rate .................. 72% 
Approx. 1956-61 Growth Rate Pupils - % of Pop. (~r im/~econd . )  18% 

Total GNP .................. 11.6% Life Expectancy (years) ........ n.a. 
Per Capita ................. +3.5% People per Doctor ............. .3,770 

RGRICULTURAL PROD. INDEX (1952-511-100) 109 
113 102 

114 
Per Capita Index ................... 101 103 .............. Bananas (1000 HT) 2511 258 2 65 269 

113 102 

m N T  PRODUCTION (1000 MT) ........... 198 212 21 6 216 

LNTERNATIONAL TRADE ($ Million) ............. Total Exports ( f .  0.b. ) 129 159 1711 1811 .............. Bauxite k Alumina (57) (77) (85) (n.a.1 
Total Imports (c . i . f  .) ............. 192 217 211 218 

Trade Balance .................... - 7 8 -  -37 -34 
;OLD k FOREIGN EXCHANGE (End Y r .  -$ Mil) n.a. n.a. n.a. n.a. 

DST OF LIVlN INDEX (1958=1OO) ....... 103 107 113 116 
(Kingston) 

t Converted a t  0.357 pounds per US dol lar .  

Jamaica, located 500 miles from Florida, is  a new member of the Bri t ish 
Commonwealth, operating under a parliamentary system of government. The 
principal  p o l i t i c a l  par t i es  a r e  Norman Manley's Peoples National Party 
and S i r  Alexander Bustamante's Jamaica Labor Party. Both are  closely 
t i e d  t o  forces i n  the is land 's  labor movement which led the movement fo r  
independence. After several years i n  off ice,  Manley's party was defeated 
a t  the  po l l s  i n  April 1962, and Bustamante's party opposing federation, 
carr ied Jamaica into independence on August 6, 1962. Jmaicans apparently 
believed tha t  benefits accruing to  Jamaica a s  par t  of the proposed federa- 
t ion  would be f a r  outweighed by the  disadvantages. Jamaicans thought 
t h e i r  re la t ive  prosperity would be eroded.by the  f inancial  demands placed 
on t h e i r  country f o r  support of t h e  many small and nonviable uni ts  of the 
proposed federation. 

There a r e  no sizable extremist groups o r  p o l i t i c a l  par t ies  of any strength 
i n  Jamaica. Hovever, there a r e  problem areas, including s ignif icant  unem- 
ployment, and the  f a c t  tha t  large nmbers of t h e  is land 's  people l i v e  on a 
bare subsistence level  i n  c i t y  slums or  country villages. k n y  have been 
largely unaffected by the benefi ts  of indus t r ia l  developnent of recent 
year a. 

Jamaica haa made s ignif icant  economic progress during the past decade. 
Since 1950 t o t a l  production of goods and services ( ~ r o s s  National Product 
(GNF') a t  constant pr ices)  has more than doubled; per capita GNP has 
increased by an estimated 85% t o  909, t o  about $400 per capita. 
The econow has also become more diversified. Manufacturiw, mining, and -. -. 

construction combined, now account f o r  just  over one-third of t o t a l  GNF', or 
almost double t h e i r  share i n  1950. Agriculture's share declined during the 
same period from more than 30% of GNP t o  below 139, so tha t  it now accounts 
fo r  s l ight ly l e s s  income than manufacturing. The over-all  trend and cur- 
rent level  of per capita GNF' disguise a maldistribution of income and the 
vir tual  economic stagnation of the past year or SO. 

Britain has l e f t  a heritage which should provide a firm basis  fo r  continu- 
ing democratic practices i n  Jamaica. Against potent ial  extremist forces, 
i s  arrayed a t rad i t ion  of parliament democracy based on the  Common Law. 
The Civil Service is s taffed by a core of dedicated and honest c i v i l  serv- 
ants .  The major part ies  resort  t o  public debate rather  than violence t o  
s e t t l e  problems. Education has been f a i r l y  widespread. No onerous laws 
exis t  t o  deter pr ivate  enterprise; rather, such enterprise is encouraged by 
substantial incentives. 
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U.S. O b j e c t i v e s  and S t r a t e m  

The major 1J.S. o b j e c t i v e  i s  an independent Jamaica wh ich  w i l l  tls a 
pos l t , lve  m l ' l  u ~ n c e  on t h e  i , a r i  bbean and kree  World. This objec- 
t i v e  embraces Caribbean and hemisphere s e c u r i t y  and i s  d i c t a t e d  i n  
p a r t  by Jamaica ' s  s t r a t e g i c  l o c a t i o n .  Economic growth, s o - i n 1  
p r o g r e s s  and p o l i t i c a l  s t a b i l i t y  a r e  o t h e r  underlying o t j o c t i v e s .  
F a i l u r e  of  t h i s  new, and democrat ic  n a t i o n  would h e  cons t rued  a s  
a  f a i l u r e  f o r  democracy and f r e e  e n t e r p r i s e  and c o n t r i b u t e  t o  
g r e a t e r  i n s t a b i l i t y  i n  t h e  Caribbean. 

U.S. s t r a t e g y  i s  designed t o  h e l p  Jamaica a t t a i n  economic v i a b i l i t y  
and improve s o c i a l  condi t ions .  Also, it i s  t o  move her  i n t o  f u l l  
p a r t i c i p a t i o n  i n  t h e  inter-American system through t.he Organiza t ion  
of  American S t a t e s  (OAS). 

The Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) w i l l  counse l  t h e  
( iovernvent  of' Jamaica (GOJ) on method, t o  secure funds  from p r i -  
v a t e  and i n t e r n a t i o n a l  agenc ies .  A . I . D .  w i l l  a s s i s t  i n  t h e  prep- 
a r a t i o n  o f  documentation nec 
l o a n s .  A.1.D. w i l l  a l s o  he 
m'ight l e a d  t o  new investmen 
a modern monetary system. 

The rural a r e a s  of  Jamaica i n  which h a l f  t h e  popula t ion  l i v e s ,  a r e  
r e l a t i v e l y  depressed.  A . I . D .  w i l l  app ly  r e s o u r c e s  t o  t h e  a g r i c u l -  
t u r a l  s e c t o r  t o  i n c r e a s e  food product ion f o r  domestic consumption. 
A.T.D. w i l l  con t inue  t h e  rural  wate r  program i f  a l t e r n a t i v e  f h a n a -  
i n g  is n o t  a v a i l a b l e .  T h i s  program i s  designed t o  p rov ide  an easy 
and s a f e  s u p p l y  of  water t o  t h e  rural people f o r  t h e  f i rs t  time. 
I n  a d d i t i o n ,  A . I . D .  w i l l  cont inue i t s  e f f o r t s  t o  h e l p  i n c r e a s e  t h e  
p r o d u c t i v i t y  of  smal l  i n d u s t r i e s  and a t t r a c t  p r i v a t e  c a p i t a l  t o  i n -  
d u s t r y  th rough  t h e  Investment Guaranty Program. 

Cur ren t  S i t u a t i o n  

Jamaica h a s  e x t e n s i v e  r e s e r v e s  of  b a u x i t e  on which U.S. defense  i s  
p a r t l y  dependent .  Considerable  U.S. investment h a s  t a k e n  p l a c e  and 
a  two-way t r a d e  i s  f a i r l y  subs tan  
i s t s  v i s i t  t h e  i s l a n d  each y e a r .  
open t o  U.S. defense  f o r c e s .  

Having ga ined  i t s  independence l a s t  August, Jamaica i s  t h e  f i r s t  
newly independent  country i n  t h i s  hemisphere in 50 y e a r s .  I t  h a s  
d e c l a r e d  i t s  suppor t  f o r  t h e  United S t a t e s  and t h e  West. Formerly 
a  B r i t i s h  co lony ,  i t s  t i e s  t o  t h e  mother country a r e  s t i l l  s t r o n g ,  
bu t  l i k e  T r i n i d a d ,  it i s  a small  sovereign na t ion  i n  a n  a r e a  of 
pre-eminent A m e r i c a n i n t e r e s t .  A s  such,  U.S. concern f o r  Jamaica 
has  s u b s t a n t i a l l y  i n c r e a s e d  i n  t h e  r e c e n t  p a s t .  

1961 and 1962 were poor y e a r s  f o r  Jamaica. Economic growth lev-  
e l e d  o f f  a s  t h e  heavy investment  of  e a r l i e r  years  dec l ined .  - 8 3 

-- - - 

FRlOR and CURRENT FROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

Remit tances abroad from t h e  b a u x i t e  i n d u s t r i e s  increased .  Other 
major o p p o r t u n i t y  a r e a s  f o r  investment  have n o t  appeared.  When 
i d e n t i f i e d ,  heavy G O J  investment  t o  make them f e a s i b l e  may be 
r e q u i r e d .  

Today, t h e  G O J  f a c e s  a n  expanding popula t ion  which no longer  has  
easy a c c e s s  t o  Great  B r i t a i n  a s  r e s t r i c t i o n s  on Commonwealth m i -  
g r a t i o n  come i n t o  e f f e c t .  The economy of  t h e  country is  narrowly 
based. The government f a c e s  d i f f i c u l t  d e c i s i o n s  on t h e  use  of  
i t s  l i m i t e d  r e s o u r c e s  and l i k e  any o t h e r  count ry ,  cannot always 
a p p l y  them f o r  economic purposes.  O p p o r t u n i t i e s  f o r  investment  
a r e  both l e s s  obvious and l e s s  appea l ing .  The government h a s  no 
choice  b u t  t o  i n c r e a s e  i n f r a s t r u c t u r e  and o t h e r  forms of  c a p i t a l  
investment  i f  it hopes t o  ach ieve  a g a i n  h igher  r a t e s  of  growth 
and s a t i s f y  t h e  demands of t h e  e l e c t o r a t e .  

Desp i te  i t s  problems, J a m i c a  has accomplished much. It i s  a  
working democracy. Taxes a r e  p rogress ive .  Government s t a n d a r d s  
a r e  h igh .  Education i s  r e l a t i v e l y  widespread.  Communist i n f l u -  
ence h a s  been h e l d  t o  a  minimum. I t  h a s  j u s t  become a member of  
t h e  U.N., I n t e r n a t i o n a l  Bank f o r  Recons t ruc t ion  and Development 
(IBRD) , and I n t e r n a t i o n a l  Monetary Fund (IMF) . 
FY 1964 Program 

The program i s  designed t o  suppor t  p r i o r i t y  a c t i v i t i e s  of  t h e  
SOJ'S Development P lan  t o  accomplish t h e  fo l lowing:  
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1 .  I n c r e a s e  produc t ion  of food f o r  l o c a l  consumption. C e r t a i n  
food i t ems  a r e  now imported which could be produced l o c a l l y .  
It i s  hoped t o  reduce  imports  of  t h e s e  foods.  The f a c t  t h a t  
more t h a n  h a l f  t h e  popula t ion  l i v e s  i n  r u r a l  a r e a s  and i s  en- 
gaged i n  a g r i c u l t u r a l  work makes t h i s  e f f o r t  c r i t i c a l l y  impor- 
t a n t .  Improvement i n  t h e  a g r i c u l t u r a l  s e c t o r  should  reduce  un- 
deremployment and r e l i e v e  unemployment. 

A . I . D .  has  launched a  progrem designed t o  supply p o t a b l e  water  
t o  t h e  r u r a l  a r e a s .  A n a t i o n a l  wate r  a u t h o r i t y  i s  be ing  e s t a b -  
l i s h e d  and b i d s  on t h e  f i r s t  f i v e  of a  uroposed s i x t y  water  sys-  
tems a r e  soon t o  t e  sought.' A.I.D. w i l i  cbn t inue  this pmgr& 
If a l t e r n a t i v e  f i n a n c i n g  is no t  a v a i l a b l e .  

2 .  I n c r e a s e  i n d u s t r i a l  product  by 5% annuall$.. Major U.S. e f f o r t s  
w i l l  be made through t h e  Investment Guaranty Program. A.1.D. 
wiXf also h e l p  f i n a n c e  Peaaibility studi@s far new invsstment, 
A s s i s t a n c e  f o r  t h e  GOJ i n  r a i s i n g  funds from o t h e r  sources  w i l l  
a l s o  be  o f f e r e d .  Any f u t u r e  development lendlng whloh A.I.D. 
might f u r n i s h  w i l l  be prov ided  on hard 'terms. 

Technica l  a s s i s t a n c e  t o  suppor t  t h e  aims of t h e  program i s  proposed. 
I t  w i l l  i n c l u d e  p r o v i s i o n  of  s e r v i c e s  r e l a t e d  t o  p roduc t ion  of  veg- 
e t a b l e  and d a i r y  p r o d u c t s ,  a g r i c u l t u r a l  c r e d i t ,  i n d u s t r i a l  develop- 
ment, and human r e s o u r c e s  and o ther  i n s t i t u t i o n a l  development. 

FY 1964 A. I .  D. PROYOSED PROGRAM 

(1n m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

Fi l a 6 2  Est imated P r o ~ o s e d  

Development Loans - T o t a l  - ~ 5 . 0  - d 
Water Supply - 2.2 - 
Housing - 2.8 - 

Development Gran ts  - T o t a l  1 . O  ~ . ~ b '  0 71i/ 
Deobl iga t ions  During FY 1962 xx xx 

i5 Less  t h a n  $50,000. 
Development l e n d i n g  contemplated. Loan a p p l i c a t i o n s  w i l l  be 
r e c e i v e d .  

I n c l u d e s  p r o j e c t s  i n  a g r i c u l t u r e ,  h e a l t h ,  housing,  and i n d u s t r y .  

O b l i g a t i o n s  and Conrmitment s FY 
( n i l l i o n s  o f  d o l l a r s  L d o l l a r  equiv.) 1 1 1  1 1$2 1 19&6-1962 

AGENCY FOR INT'L. DEVELOPP' - TOT& 
Technical  ~ o o ~ . / ~ e v e l o ~ r n e n t  Gran ts  . .................. Development Loans ....................... Other  A . I . D .  

FOOD FOR PEACE (P .L. 480) - TOTAL 
T i t l e  I, Country Uses .............. 

( s a l e s  ~ g r e e m e n t  s )  ............... 
T i t l e  I1 ........................... 
T i t l e  I11 .......................... ........................... T i t l e  I V  

........... EX-IM BANK LONG-TEEM LOANS 

OTHER U . S . ECONOMIC ASSISTANCE ....... 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. ......... M.A.P. - C r e d i t  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 n c e  

ASSISTANCE FROM INT'L. AGrnCTES 
UN Tech. Ass't. (cY ending i n  FY) ... 
I F C - I n t t l .  Finance Corp ............. 

SINO-SOVIET BLOC ASSISTANCE (CY) ..... 
LOAN $ REPAYMENTS & INTEREST 

.......... A . I . D .  and P.L. 480 Loans. 
Ex-Im Bank (Long-~erm) .............. 
Other  Government Loans .............. 



Surinam 



Surinam 

A I N I C A N  

I Area (rq.mi.) 55,000 1 7 

Country Background 

Surinam ia  a country of 55,000 square miles located on the Northeast coast 
of South America, bordered by Bri t ish Guiana, French Cuiana and Brazil. 
The population of approximately 335,000 i s  multi-racial with an estimated 
annual growth r a t e  of 4%. The major r a c i a l  groups a re  Creoles (negro and 
mlrturee), East Indians, Indonesians and Bush Negroes. 

Polloving the Second World War, steadily mounting pressures i n  Surinam f o r  
increased self-expression led t o  a ser ies  of interim measures and f ina l ly  
to a new IUngdom Sta tu te  in 1954. Under th i s ,  Holland, Surinam and the 
Hetherlands Anti l les  became coequal members of the  Netherlands Kingdom. 
Surinam was given f u l l  domestic autonow, with Kingdom authority limited 
to foreign a f f a i r s  and defense. Surinam has a const i tut ional  parliamentary 
f o r a  of government, patterned Largely a f t e r  t h a t  of the Netherlands. 

....... Amual Population Growth L&/ Agricultural Land .............. Gross National Product (1961)* Percent of Area 0.3% ............ Total ($  illi ion) 100 Acres per Capita 0-L ............. .................. ..... Per Capita GNP ( ~ o l l a r s )  310 Literacy Rate 75% 
Pupils - % of Pop. (~rim/Second.) 
Life fipectancy (years) ........ n-a. .............. People per Doc to r  2,lW 

AGRICULTUFiAL PROD. INDEX (1952-5L-100) 1LO I-LO 122 n.a. 
Per Capita Index ................... 10 7 lob 86 n.a. .......... Rice, rough (1000 MT). 78 81 7 2 n-a. 

ELECTRIC POWER OUTPUT (KWH per  capita) 255 258 283 n.a. 

INTERNATIONAL TRADE ($ Million) 
Total Exports (f.o.b.1 ............. LO b3 L 1  bl 

Bauxite ........................ ( 32) (3.5) ( 34) ( 33) 
Total Imports (c.i .f .)  11.5 .FA - 5L 5L - ............. 

Trade Balance .................... -5 - -11 -13 -13 

GOLD & FOREIGN EXCHANCE ( ~ n d  ~r .-$ m l )  20 18 17 1 7 ( S e ~ t )  

COST OF LIVING INTIEX (1958=100) ....... 100 l o  3 lob 105 

* Converted a t  S. f l .  1.886 per U.S. dol lar .  

Bri t ish Guiana, and through normal trade and t ravel ,  it i s  being increas- 
ingly subjected t o  the  Jagan philosophy. 

U.S. economic in te res t s  derive from the f a c t  tha t  Surinam i s  one of the 
world's m j o r  sources of bauxite, i s  a receptive environment f o r  pr ivate  
investment and i s  the  current location of s izable  and expanding U.S. pr ivate  
investment. 

Surinam has no pressing t ax  or land reform problems. Inst i tut ions a r e  
stable. The country has enacted investment incentive legis lat ion.  Contri- 
butions to development a r e  sizable. !be Government plans to  establ ish the 
following agencies: National Busing and Water Authorities; an Agricul- 
t u r a l  Credit Bank; and an Industr ia l  Development Bank. 

Camnudam is not nou a major problem but there is a s& act ive l e f t i s t  
p o l i t i c a l  par ty which is gaining followers. Because of i t s  proximity t o  



Country: SURINAM 
must not be divu1g.d to  unmuthorized indi. 

O.S. Objectives and S t r a t e m  

A m n i n r  nh!ertiirp nf TT.S, asqiqtanre  in Sl~rinam iq  t o  mnint.nin nnd 
t h e  f r i end ly  r e l a t i o n s  which e x i s t  between our two coun- 

t r i e s ,  thereby increas ing  the  s t a b i l i t y  of t h e  s e n s i t i v e  Caribbean 
area  wherein important U.  S. s ecu r i ty  i n t e r e s t s  a r e  involved. 

Surinam i s  a moderate, s t a b l e ,  mul t i - rac ia l  democracy s t r a t e g i c a l l y  
located  next t o  B r i t i s h  Guiana. It bene f i t s  p o l i t i c a l l y  and eco- 
nomically from i t s  t i e s  wi th  the  Netherlands and is  l i k e l y  t o  bene- 
f i t  from i t s  a s soc ia t e  membership i n  the European Economic Community 
(EEC)  . 
Nevmtheless,  Sur inam has a shaky p o l i t i c a l  foundation which should 
be strengthened. Growing un res t ,  e spec ia l ly  among the  youth, a f  - 
f ~ c t s  t h e  f ~ m c t i  on in^ of t , h ~  p r ~ s m t  coal i t  i on Eovprnment. Commu- 
nism i s  n o t  now a major problem in  Surinam, but t h e r e  i s  a  small ,  
a c t i v e ,  l e f t i s t  p o l i t i c a l  pa r ty  which i s  gaining followers.  I m -  
po r t an t  p o l i t i c a l  elements i n  Surinam seek greater  na t iona l  f ree-  
dom from t h e  Dutch. This unres t  and des i r e  for grea ter  na t iona l  
s e l f  expression needs t o  be accommodated r a the r  than  r e s i s t e d  and 
unless e f f m t a  aremade now, the  p o l i t i c a l  d i r ec t ion  of t h i s  r e s t -  
lessdezs may head toward neutral ism and non-alignment. 

This accommodation should f i c d  i t s  place within t h e  framework of 
t he  region and of regional  i n s t i t u t i o n s  so t h a t  t h e r e  can be in-  
culcated i n  the  Surinamese a f e e l i n g  of pa r t i c ipa t ion  i n  t h e  major 
p o l i t i c a l  t rends  of t he  Western Hemisphere. However, it should be 
s t r e s sed  t h a t  t h e  United S t a t e s  i s  i c  no way seeking t o  sever 'the 
t i e s  between the  Netherlands and Surinam. The Netherlands has p r i -  
mary responsibility for  Surinam, p a r t i c u l a r l y  in the  f i e l d  of eco- 
nomic a s s i s t ance .  We wish t h i s  r e l a t i o n s h i p  t o  continue. U.S.- 
Surinam t i e s  should be strengthened i n  view o f t h e  pos i t ion  of t h e  
United S t a t e s  i n  the  Caribbean area .  

Surinam i s  f r i end ly  toward the  United S ta t e s  as evidenced by i t s  
unequivocal backing of t he  U.S. pos i t ion  during t h e  Cuban c r i s i s .  
Surinam offered  a base a t  t he  time of t he  c r i s i s .  A s  another ex- 
ample of Surinam fr iendship ,  MATS was permitted t o  operate i n  and 
ou t  of Surinam f o r  two yea r s  without a formal agreement. United 
S t s t e s l  f i rms have major investments i n  the  Surinam bauxite indus- 
t r y .  

S t r a t e m ,  Goals and Fundina Levels. U.S. s t ra tegy is aimed a t  t he  
i d e n t i f i c a t i o n  of the United S t a t e s  with t h e  economic development 
of Surinam. In pursui t  of t h i s  aim, the  Agency f o r  In t e rna t iona l  
Development ( A . I . D . )  proposes a small development loan t o  Le used 
i n  a p r o j e c t  with high p o l i t i c a l ,  v i s u a l  impact, such a s  low-cost 

PRIOR and CURRENT PROGRAMS 
(Thousands of Dollars) 

FY 1962 
Allmnce lor Progress Grants 

FY 1963 
l~once for P q r e s s  Grants 

PROPOSED PROGRAM 

homing,  r u r a l  water supply or school construction.  Technical 
a s s l s t ance  w i l l  be terminated gradually by t ne  end of F'Y 1963. 

Current S i tua t ion  

Surinam bene f i t s  p o l i t i c a l l y  and economically from i t s  t i e s  wi th  
the  Netherlands and i s  l i k e l y  t o  bene f i t  from i t s  a s soc ia t e  mem- 
bership  i n  t h e  EEC. A t  t h e  same time it wishes t o  i d e n t i f y  i t s e l f  
a s  an American S ta t e .  Recognizing the  primary r e s p o n s i b i l i t y  of 
t he  Dutch fo r  Surinam's p o l i t i c a l ,  economic and s o c i a l  evolut ion  
and bearing i n  mind the  r o l e  of t h e  United S t a t e s  i n  t h e  Caribbean, 
it i s  t o  the  advantage of both governments t o  strengthen the  ex- 
i s t i n g  bonds. 

Surinam's bauxi te  deposi t s  a r e  considered among the  most extens ive  
and h ignes t  grade i n  t h e  world. Most of t h e  production i s  marketed 
i n  t h e  United S ta t e s .  ALCOA accounts f o r  approximately two-thirds 
of t h e  t o t a l ;  it has p re sen t ly  an investment of about $150 i n f . l l i ~  
and in tends  t o  add by 1965, another $100 mi l l i on  f o r  t h e  eonstruo- 
t i o n  of a power dam and smelter .  

Surinam has demonstrated a high l e v e l  of competency i n  government 
administration, planning, t a x  s t ruc tu re  and other se l f -he lp  meas- 
ures .  It has a Ten-Year Development Plan ($110 mi l l ion  - two- 
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t h i r d s  of which i s  suppor ted  by Holland - h a l f  l o a n  and h a l f  
g r a n t  ) . 
P r e s e n t  unemployment and underemployment a r e  h igh .  S ince  1950 t h e  
percen tage  of  t h e  popula t ion  under  1 5  y e a r s  of  age  has r i s e n  from 
40% t o  46% i n  1960 and it i s  es t imated  t h a t  by t h e  middle of  t h e  
decade t h i s  group w i l l  comprise h a l f  of  t h e  popula t ion .  Another 
25% of t h e  popula t ion  i s  between 15 and 29. These f a c t s  i n d i c a t e  
one of  t h e  major concerns of t h e  government t o  c r e a t e  a d d i t i o n a l  
employment o p p o r t u n i t i e s .  

The Fi 1964 program i s  d i r e c t e d  toward demonstrat ing t h e  cont inued 
U.S. i n t e r e s t  and suppor t  i n  t h e  c o u n t r y ' s  development. To ach ieve  
t h i s ,  it i s  proposed t o  mutua l ly  develop one o r  more smal l  l o a n s  i n  
h igh  p r i o r i t y  development a c t i v i t i e s  which would prov ide  t h e  United 
States w i t h  t h e  g r e a t e s t  p o l i t i c a l  impact such a s  low-cost housing,  
school  c o n s t r u c t i o n  o r  r u r a l  p o t a b l e  water. The t o t a l  amount w i l l  
not. exceed $f .0 m i l l i o n .  

Fi 1964 A . I . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  of  d o l l a r s )  
Fi 1963 Fi 1964 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  - - - d 

Development Gran ts  - T o t a l  0 .4 0.4 - 
A g r i c u l t u r e  
S o c i a l  Development 
Other 

Deobl iga t ions  During Fi 1962 -0.1 x R xx 

Limited development l e n d i n g  contemplated;  p r o j e c t  a p p l i c a t i o n  
w i l l  be considered.  

FINANCIAL DATA 

AGENCY FOR INT'L. DEVELOPMENT - TOT& 0.4 
Technical  ~ o o ~ . / ~ e v e l o p m e n t  Grants . 0.4 .................. Development Loans - ....................... Other  A.I.D. - 

Obl iga t ions  and Commitments 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.)  
- - 

FOOD FOR PEACE (P.L. &30) - TOTAL 0 . 1  
T i t l e  I, Country Uses .............. - ............... ( s a l e s  ~ g r e e m e n t s )  ( - )  
T i t l e  I1 ........................... - .......................... T i t l e  I11 0.1  
T i t l e  I V  ........................... - 

1961  FY 1 122-962- 

EX-IM BANK LONG-TERM LOANS ........... - 

OTHER U.S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE ................. M.A.P. - Grant Aid - 
M.A.P. - C r e d i t  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 n c e  - 

ASSISTANCE FROM INT 'L. AGENCIES 
UN Spec ia l  Fund ..................... - 

. . . . . .  SINO-SOVIET BLOC ASSISTANCE (CY) 

LOAN $ REPAYMENTS & INTEREST ......... - 
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T r i n i d a d  and T o b a g o - B A S I C  ECONOMIC DATA 

....... Annual Population Growth 3 . s  Agricultural Land .............. Cross National Product (1961)* Percent of Area 35% ............. ............ Total ($  illi ion) 520 Acres per Capita 0.5 
Per Capita GNP (Dollars) ..... 594 Literacy Rate .................. 74% 
Approx. 1956-61 Growth Rate Pupils - % of Pop. (~r im/~econd . )  2% 

........ .................. Total GNP 8 . s  Life Fxpectancy  ears) 61 ............. ................. Per Capita +5.8% People per Doctor .2,870 

i962(Est) 1961 - 1960 - - 
AGRICULTURnL PROD. INDEX (1952-%=100) 125 129 115 117 ................... Per Capita Index 105 105 91 90 

Citrus Frui t  (1000 KT).... . . . . . .  50 27 42 43 

INTERNATIONAL TRADE ($ Million) 
Total Exports (f .o.b.) ............ 

............ Petroleum Products 
Total Imports (c . i .f  .) ............ 

Trade Balance ................... 
GOLD & FOREIGN EXCHANGE (End Yr . -$Mi l  

..... COST OF LIVING INDEX (1958-100). 

Country Background 

Trinidad, with a land area of 1,863 square miles, i s  located s i x  milea from government's additional funding requirements f o r  t h e i r  expanded interim FY 
the Atlantic coast of Venezuela. Tobago i s  an island of ~6 square miles. 1963 development program and the second five-year program-to be in i t i a ted  i n  
Together they have a multi-racial population of approximately 830,000 with 1964. 
an estimated growth r a t e  of 38. The two principal groups are Negro I n  1959 the government-sponsored Industr ia l  Development Corporation (IDC) was - 438, and Fast Indian - 368. established to a s s i s t  indus t r ia l i s t s  i n  making f u l l  use of the many government- 

August 31, winidad and Tobago attained indqendence after four and offered pioneer industry benefits.  Since i t s  inception the I D C  has assis ted 

a half centuries of colonial s ta tus .  !'his n w  country inherited a history 66 pioneer factor ies  including such U.S. companies as  Lever Brothers, Nestles, 

of p o l i t i c a l  s t a b i l i t y  i n  the Bri t ish t rad i t ion .  W. R. Grace and Company, Rilton, and Texaco. It i s  estimated tha t  U.S. pri- 
vate  investments range from $300-$400 million. 

The two principal ~ o l i t i c a l  par t i es  a r e  the  Peoples National Movement (Pm), Bowwer, the country is not without i t s  problems. h e  of the greatest handi- headed by the able  one-time award University professor and present Prime 
caps faciq the new is the acute shortage of trained 

Minister - &ic WiUiams' The Democratic Party (DLP) personnel. To combat t h i s  weakness the  government has undertaken the  expan- 
i s  under the headership of Rudranath Cspildeo, a l so  a prominent intellec- 
tual. me Negro element has largely polarized around the PNM and the Fast 

sion of technical and vocational instruct ion and i n  1961 introduced f r e e  sec- 
ondary education. The enormity of the problem comes into sharper focus when 

Indian group around the DIP. one considers t h e  high unemployment and underemployment ra tes  estimated a t  
The government's f i r s t  five-year development plan terminated i n  1962. This 208 and 358, respectively, and the fac t  t h a t  438 of the population is under 
plan, financed almost wholly from national resources. and costins! aoomxi- Years of age- - A -  

&te& $118 million, has reached into nearly wery of l i f e .  The empha- Communism i s  not now a major problem, but there i s  a small active group 
s i s  of the plan was i n  providing needed soc ia l  services and labor in tens ive  noticeably infiltrating the labor movement. The country is in no direct mil- 
projects,  yet  a t  the same time creating and expanding the infrastructure itary although some tension exists in its relations with nearby 
needed f o r  growth. S t r ic te r  t ax  measures have been introduced to cover the venezueb and with the and Jagan movements. 
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s t a b l e  and m t u a l l y  s a t i s f a c t o r y  c o n d i t i o n s .  The economic growth, 
s o c i a l  p r o g r e s s  and p o l i t i c a l  s t a b i l i t y  of  the count ry  a r e  i n  t h e  
U.S. i n t e r ~ s t ,  q u i t e  a p a r t  from t h e  base  ques t ion .  Th i s  i n t e r e s t  
t 3  d i c t a t e d  by Trinidad 's  s t r a t e g i c  ge~graphic&L p o s i t i o n  i n  the 
Garibbean, and our  d e s i r e  t o  see  t h i s  country emerge as a can- 
s t r u c t i v e  i n f l u e n c e  i n  t h e  a r e a .  

The U.S. m i l i t a r y  i n t e r e s t s  i n  Tr in idad  and Tobago d a t e  t o  1941, 
when we a c q u i r e d  s u b s t a n t i a l  base  ho ld ings  i n  t h e  des t royer -base  
d e a l  w i t h  t h e  U . K .  I n  r e c e n t  y e a r s ,  heavy U.S. p r i v a t e  i n v e s t -  
ments ( o v e r  $250 m i l l i o n ,  p r i n c i p a l l y  by Texaco) have c r e a t e d  a n  
i m p o r t a n t  economic i n t e r e s t .  U n t i l  t h e  coming of  independence 
l a s t  B u s s t ,  tho_ U.K. ::as t h ~  c h i e f  source oE aLonomiz i i l f i u a ~ i c e  
i n c l u d i n g  e x t e r n a l  development funds f o r  Tr in idad  and Tobago. 
S i n c e  t h a t  time U.S. i n f l u e n c e  has  i n c r e a s e d  s h a r p l y  and growing 
numbers of  people would now f a v o r  a  p o s i t i v e  s h i f t  i n  o r i e n t a t i o n  
toward t h e  Uni ted  S t a t e s .  For  two y e a r s ,  United S ta tes -Tr in idad  
r e l a t i o n s  were s t r a i n e d  by d i f f e r e n c e s  over  the  q u e s t i o n  of our 
b a s e s .  This  i s s u e  was s a t i s f a c t o r i l y  resolved l a s t  November by 
A d m i n i s t r a t o r  Hamilton and Prime M i n i s t e r  Williams. The United 
S t a t e s  %greed t o  g r a n t  $30 m i l l i o n  t o  t h e  Government of T r i n i d a d  
and Tobago (GOTT) -- $10 m i l l i o n  i n  FY 1963 and $5 m i l l i o n  i n  
each of t h e  f o u r  succeeding f i s c a l  y e a r s  s u b j e c t  t o  t h e  a p p r o p r i -  
a t i o n  of  funds  f o r  mutua l ly  a c c e p t a b l e  a c t i v i t i e s .  I t  was a l s o  
agreed  t h a t  t h e  United S t a t e s  would c o n s i d e r  a p p l i c a t i o n s  f o r  
a d d i t i o n a l  Agency f o r  I n t e r n a t i o n a l  Development (A .I .D.  ) a s s i s t -  
ance  on t h e  same terms we apply  t o  o t h e r  c o u n t r i e s .  

Thanks mainly t o  o i l ,  t h e  economy o f  Tr in idad  and Tobago h a s  
developed s a t i s f a c t o r i l y  over  r e c e n t  y e a r s .  Gross Nat iona l  Prod- 
u c t  (GNP) more t h a n  doubled (from $232 m i l l i o n  t o  $518 m i l l i o n )  
i n  t h e  decade from 1951 t o  1961. P e r  c a p i t a  GNP s t o o d  a t  a n  
e s t i m a t e d  $632 i n  1962. Moreover, i n  c r u c i a l  a r e a s ,  such a s  
p lanning  and t a x  p o l i c y ,  t h i s  i n f a n t  n a t i o n  i s  mounting a  con- 
c e r t e d  and i n t e l l i g e n t  e f f o r t  t o  mobi l i ze  i t s  r e s o u r c e s  f o r  
development. 

Such f a v o r a b l e  elements  cannot  obscure c e r t a i n  k e y  weaknesses 
t h r e a t e n i n g  t h e  n a t i o n ' s  con t inued  s t a b i l i t y .  A "two-product" 
economy ( o i l  and s u g a r ) ,  Tr in idad  and Tobago a r e  c o n s t a n t l y  p rey  
t o  t h e  v a g w i e s  of world markets .  Agr icu l tu re  i s  s t a g n a t i n g .  
Unemployment i s  high and shows no s i g n  of aba t ing .  Crowing l a b o r  
u n r e s t  h a s  a l r e a d y  brought  upward p r e s s u r e s  i n  wages and p r i c e s .  
An i n c i p i e n t  balance-of-payments problem h a s  emerged, investment  
from abroad i s  s lackening ,  r e t a i l  s a l e s  a r e  o f f ,  w h i l e  o n l y  

PRIOR ~ n d  CURRENT PROGRAMS 
(Millions of Dollars) 

I 0.9' 

PROPOSED PROGRAM 

FY 1964 5.7 

All~once for Progress Gronts 

modest i n c r s a c e s  i n  GKP a r e  projected f o r  t h e  n e x t  few y e a r s .  
P e r s i s t e n t  t e n s i o n s  between t h e  Negro m a j o r i t y  and t h e  more pro- 
l i f i c  E a s t  I n d i a n  m i n o r i t y  a r e  expected t o  he igh ten  a s  t h e  l a t t e r  
group o v e r t a k e s  t h e  former i n  s i z e .  

U.S. a i d  s t r a t e g y  i n  Tr in idad  and Tobago i s  d i c t s t e d  p r i m a r i l y  by 
m i l i t a r y  c o n s i d e r a t i o n s ,  a s  evidenced by t h e  $3 m i l l i o n  s e t t l e -  
ment. Beyond t h i s ,  our  commercial and p o l i t i c a l  i n t e r e s t s  
r e q u i r e  t h a t  modest r e s o u r c e s  be a p p l i e d  a t  k e y  p o i n t s  o f  weak- 
n e s s  i n  t h e  s o c i e t y .  

U.S. g o a l s  a r e :  

1 .  To d i scharge  our  r e s p o n s i b i l i t i e s  under  t h e  Hamilton-Williams 
agreement o f  Novemh~r 1962, A . I . D .  w i l l  backstop t h e  $30 
m i l l i o n  commitment w i t h  a  t e c h n i c a l  a s s i s t a n c e  program de- 
s igned  t o  i n s u r e  t h e  optimum u t i l i z a t i o n  of t h e s e  funds .  

2.  To promote investment  g u a r a n t i e s .  

3. To a s s i s t  t h e  GOTT i n  s e c u r i n g  f o r e i g n  l o a n s ,  w i t h  emphasis 
upon a g e n c i e s ,  such a s  Export-Import (E 
World Bank, a s  w e l l  a s  p r i v a t e  sources .  - 87 Revised A p r i l  30, 1963 
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non-concessional terms would be extended o n l y  i f  a b s o l u t e l y  
e s s n n t i a l  t o  U.S. i n t e r e s t s .  

C u r r i n t  S i t u a t i o n  - 

I n  t h e  p a s t ,  T r i n i d a d  and Tobago b e n e f i t e d  p o l i t i c a l l y ,  s o c i a l l y  
and ec:onomically from i t s  t i e s  with t h e  U . K .  Now, t h e  U . K .  i s  
i n t e r e s t e d  i n  m a i n t a i n i n g  i t s  t r a d e  and commercial advantages bu t  
no l o n g e r  a c c e p t s  r e s p o n s i b l i t y  Yor i t s  e v o l u t i o n .  

The GOTT te rmina ted  .its f'irst Five-Yi:ar Dov~:lopment P lan  i n  1962; 
a second Five-Year P l a n  i s  svheduled t o  he publ i shed  s h o r t l y .  
Under t h e  f i r s t  P l a n  the  l a r g e s t  clement was devoted t o  t h e  pro- 
v i s i o n  and expanding of' s o c i a l  s e r v i c e s  b u t  n o t a b l e  s t r i . d e s  a l s o  
wcre made i n  i n c r e a s i n g  t h e  i n f r a s t r u c t u r e  re(4uired f o r  develop- 
mr,nt. P ioneer  i n d u s t r i e s ,  l e g i s l a t i o n ,  t a x  exemptions, duty- 
f r i ?e  arrangements ,  have beer1 enac tod  arid :ire p rov ing  successCu1 
i n  a t t r a c t i ~ n g  f o r e i g n  :ind domsst ic  p r i v a t e  inves tments .  

Danger s i g n a l s  a r e  discernible i n  T r i n i d a d ' s  dependence on i t s  
two main e x p o r t s ,  h i g h  unernp10,yrierit and underemplo,yinent, and 
increased u n r e s t  and s t r i k c s .  A s  new o i l  inves tments  l e v e l  o f f ,  
i t  can bi? expected t h a t  t h e  economic growth r a t e  w i l l  b e  n o t i c e -  
a b l y  c u r t a i l e d .  

FY 1964 Program 

The proposed FY 1961, program i s  in tended  t o  meet U.S. commitments 
under  the  Defense Area Agrc.ements and t o  ; ~ s s i s t  t h e  new govern- 
ment i n  con t inu ing  i t s  economic and s o c i a l  growth. High p r i o r i t y  
a c t i v i t i e s  w i l l  be developed i n  c o n c e r t  with GOTT o f f i c i a l s  f o r  
t h e  use  of t h e  $5 m i l l i o n  S ~ p p o r t i n g  Ass i s tance .  U.S. y x p e r t i s e  
w i l l  a l s o  be made a v a i l a b l e  t o  a s s i s t  i n  developmental p lann ing ,  
i ap lementa t ion  and i n  m o b i l i z i n g  such a d d i t i o n a l  n a t i o n a l  and 
i n t e r n a t i o n a l  f i n a n c i n g  a s  might be r e q u i r e d .  T r a i n i n g  g r a n t s  
w i l l  be given t o  key personne l .  

Other  publ ic  and p r i v a t e  a s s i s t a n c e  t o  t h e  count ry  i s  be ing  pro- 
vided by t h e  Uni ted  Nations,  Ford Foundation, Canada, and v a r i o u s  
European c o u n t r i e s .  S e v e r a l  of  t h e  l a r g e r  p r i v a t e  o r g a n i z a t i o n s  
i n  Tr in idad ,  such a s  Texaco, a r e  f u r t h e r i n g  development through 
l o a n s  a n d  t e c h n i c a l  adv ice .  

The FY 1'164 p l a n  f o r  t h e  Eas te rn  Caribbean, exc lud ing  t h e  GOTT, 
i s  designed t o  complete i n  an o r d e r l y  and e x p e d i t i o u s  manner, 
those  p r o j e c t s  undertaken a s  a r e s u l t  of  t h e  Defense Area Agree- 
ments of 1961, and t o  p rov ide  an expanded s c h o l a r s h i p  program. 
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U.S. O t j e c t i v e s  and S t r a t e m  

The ~ ~ u j n n a ]  n v n w r q m  i n  T a t i n  A m ~ r i  CR i  4 1 R ~ P T I  nn t h ~  f a d  t h a t  - A - 
b a s i c  i n s t i t u t i o n s  e s s e n t i a l  t o  economic and s o c i a l  advancement 
can, under c e r t a i n  c o n d i t i o n s ,  b e s t  be developed on a  reg ion-  
wide b a s i s .  While r e s p e c t i n g  t h e  uniqueness  and d i v e r s i t y  of  each 
count ry ,  The Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) s t r - i tegy 
i n  L a t i n  American Regional Programs is: ( a )  t o  a t t a c k  r e g i o n a l  
problems u s i n g  r e g i o n a l  techniques;  ( b )  t o  encourage s u f f i c i e n t  
r e g i o n a l  i n t e g r a t i o n  among t h e  L a t i n  American n a t i o n s  t o  a s s u r e  
economic and s o c i a l  development wi thout  unduly d i l u t i n g  l e g i t i -  
and r e s p o n s i b l e  na t iona l i sm;  ( c )  t o  b u i l d  those  r e g i o n a l  i n s t i t u -  
t i o n s  which w i l l  r e n d e r  more manageable t h e  problems of  growth i n  
underdeveloped a r e a s ;  and ( d )  t o  support  those a c t i v i t i e s  of  
i n t e r n a t i o n a l  o r g a n i z a t i o n s  which a r e  designed t o  promote t h e  
e s s e n t i a l  purposes of  t h e  Al l jance  f o r  Progress  and  which t h o s e  
o r g a n i z a t i o n s  a r e  p e c u l i a r l y  q u a l i f i e d  t o  perform. 

A . I . D .  a c t i v i t i e s  funded r e g i o n a l l y  i n  L a t i n  America a r e  des igned  
t o  p r o v i d e  d i r e c t l y  o r  i n  coopera t ion  wi th  m u l t i l a t e r a l  o rgan iza-  
t i o n s :  ( a )  t r a i n i n g ;  ( b )  books, and t e c h n i c a l  m a t e r i a l s ;  and 
( c )  t e c h n i c a l  a s s i s t a n c e  and suppor t  f o r  s p e c i a l  a c t i v i t i e s .  I n  
a d d i t i o n ,  A . I . D .  i s  working toward t h e  bu i ld ing  o f  n a t i o n a l  and 
r e g i o n a l  i n s t i t u t i o n s  i n c r e a s i n g l y  capable  of c a r r y i n g  on t h e s e  
f u n c t i o n s  w i t h  p r o g r e s s i v e l y  d imin ish ing  U.S. a i d .  

Current  S i t u a t i o n  

During FY 1963, emphasis i n  t h e  r e g i o n a l  programs was p laced  on 
t r a i n i n g  i n  t h e  s k i l l s  necessary  t o  promote economic development. 
The development of  s k i l l e d  s p e c i a l i s t s  is t h e  most e f f i c i e n t  
method o f  promoting s e l f - h e l p  i n s t i t u t i o n s  and such t r a i n i n g  i s  
more economical ly accomplished i n  most c a s e s  on a  r e g i o n a l  i n s t e a d  
of  a  count ry  b a s i s ,  p a r t i c u l a r l y  where t h e  r e g i o n a l  language i s  
common t o  most c o u n t r i e s .  

1. T r a i n i n g .  During t h e  c u r r e n t  f i s c a l  year ,  s e v e r a l  new p r o j e c t s  
have been developed.  I n  o rder  t o  b r i n g  o t h e r  Free World n a t i o n s  
i n t o  t h e  development e f f o r t  of  L a t i n  America, a  t e c h n i c a l  t r a i n i n g  
program a t  t h e  g radua te  l e v e l  nas  been s t a r t e d ,  admin is te red  by 
t h e  Organiza t ion  of  American S t a t e s  (OAS) with t h e  coopera t ion  of  
t h e  Organiza t ion  f o r  Economic Cooperation and Development (OECD). 
Under t h i s  program about  550 p a r t i c i p a n t s  from L a t i n  America a r e  
being t r a i n e d  i n  Europe and elsewhere a t  t h e  expense of  t h e  h o s t  
c o u n t r i e s ,  w i t h  t h e  U.S. c o n t r i b u t i o n  l i m i t e d  t o  t r a v e l  c o s t s .  
The f i e l d s  o f  t r a i n i n g  a r e  those  of p r i o r i t y  need i n  t h e  home 
c o u n t r i e s  of  t h e  p a r t i c i p a n t s .  

PRLQR and CURRENT PROGRAMS 
(Millions of Dollors) 

: i I  I----- A l l ~ o n c e  for Progress Gronts .---- 

PROPOSED PROGRAM 

The Inter-American P o l i c e  Academy was e s t a b l i s h e d  i n  t h e  Canal 
Zone l a s t  J u l y  and i n  i t s  f i r s t  y e a r  is  t r a i n i n g  250 c i v i i i a n  
p o l i c y  l e v e l  p o l i c e  o f f i c i a l s  from 1 8  c o u n t r i e s .  

During FY 1963, A . I . D .  made a  c o n t r i b u t i o n  of  $100,000 t o  t h e  
~ a r i b b e a n  Organiza t ion  t o  provide f o r  s c h o l a r s h i p s  f o r  s t u d e n t s  
o f  t h e  O r g a n i z a t i o n ' s  member t e r r i t o r i e s  (exc lud ing  t h e  U.S. 
Vi rg in  I s l a n d s  and Puer to  Fiico) f o r  s tudy  i n  t h e  United S t a t e s ,  
Puer to  Rico and t h e  U n i v e r s i t y  of  t h e  West I n d i e s .  

The Center  f o r  La t in  American Monetary S t u d i e s  (CEMLA) p l a y s  a  
l e a d i n g  r o l e  i n  t h e  t r a i n i n g  of  f i n a n c i a l  and c r e d i t  s p e c i a l i s t s  
i n  t h e  suppor t  of  c r e d i t  programs. Over 350 p a r t i c i p a n t s ,  i n c l u d i n g  
s e n i o r  s t a f f  of  n a t i o n a l  banks and n a t i o n a l  development i n s t i t u t e s  
have been t r a i n e d  a t  t h e  Center  s i n c e  t h e  beginning of A . I . D .  ~ s s i s t -  
ance. !%ny now hold  r e s p o n s i b l e  and i n f l u e n t i a l  p o s i t i o n s  i n  
t h e i r  c o u n t r i e s .  I n  t h e  c u r r e n t  y e a r ,  CEMLA i s  adding a  course i n  
Nat iona l  Income Accounts t o  improve t h e  s t a t i s t i c a l  b a s i s  of  
development programs. 

Through t h e  Inter-American I n s t i t u t e  of A g r i c u l t u r a l  Sc iences  a t  
T u r r i a l b a  i n  Costa Rica,  t h e  Univers i ty  of  Puer to  Rico, t h e  
American I n s t i t u t e  f o r  Free Labor Development JAIFLD) and c o n t r a c t s  
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w i t h  numerous American c o l l e g e s  and u n i v e r s i t i e s ,  A.I.D. i s  prov id-  
i n g  p a r t i c i p a n t  t r a i n i n g  i n  a  wide r a n g e  o f  s p e c i a l t i e s  from t r o p i -  
c a l  a g r i c u l t u r e  t o  p u b l i c  z d m i n i s t r a t i o n .  

Country: LATIN AMERICA REGIONAL PROGRAMS 

2. Technica l  and Educa t iona l  M a t e r i a l s .  Technica l  m a t e r i a l s  a r e  
s u p p l i e d  t o  t h e  USAID1s through a  Regional Technica l  Aids Center  
(RTAc) i n  Mexico C i t y ,  and a  s p e c i a l  C e n t r a l  American tex tbook  
produc t ion  c e n t e r .  

viduals. All other n8at.ri.l is unclassillad. 

The s c a r c i t y  of  a l l  t y p e s  of  t e c h n i c a l  and e d u c a t i o n a l  m a t e r i a l  
e s p e c i a l l y  low-priced p r o f e s s i o n q l - l e v e l  s c i e n t i f i c  and t e c h n i c a l  
books i n  such f i e l d s  a s  economics, soc io logy ,  and p o l i t i c s ,  i s  
e s p e c i a l l y  n o t a b l e  i n  c o n t r a s t  t o  t h e  f l o o d  of Marxist  propaganda 
and p s e u d o - s c i e n t i f i c  pamphlets made a v a i l a b l e  i n  L a t i n  America 
by Communist a g e n c i e s  a t  very  low c o s t .  

Regional  book o p e r a t i o n s  were expanded dur ing  FY 1963 i n  a n  e f f o r t  
t o  make more U.S.-oriented m a t e r i a l s  a v a i l a b l e ,  and a  f u r t h e r  
expansion of  t h e  book program i s  proposed f o r  FY 1964. Major 
emphasis w i l l  con t inue  t o  be  given t o  s c i e n c e  books. 

I n  c o o p e r a t i o n  w i t h  t h e  United S t a t e s  Rook Exchange, I n c . ,  m a t e r i a l s  
a r e  be ing  s u p p l i e d  t o  more t h a n  400 member l i b r a r i e s  i n  L a t i n  
America . 
3. S p e c i a l  A c t i v i t i e s .  The r e g i o n a l  program p r o v i d e s  f o r  t ech-  
n i c a l  a s s i s t a n c e  bo th  th rough  A.I.D. on a  r e g i o n a l  b a s i s ,  and 
th rough  i n t e r n a t i o n a l  o r g a n i z a t i o n s  on a  country-by-country b a s i s .  
For  example, t h e  United S t a t e s  i s  a s s i s t i n g  t h e  Pan American Heal th 
O r g a n i z a t i o n  t o  e r a d i c a t e  m a l a r i a  and supply  p o t a b l e  water .  
A s s i s t a n c e  is a l s o  provided on a  r e g i o n a l  b a s i s  i n  t h e  f i e l d s  of  
c i v i l  a v i a t i o n ,  p u b l i c  a d m i n i s t r a t i o n ,  t a x a t i o n ,  h e a l t h  and 
housing.  

Other major s p e c i a l  a c t i v i t i e s  r e g i o n a l l y  funded i n c l u d e  c h i l d  
f e e d i n g ,  P r o j e c t  Hope, and a  s p e c i a l  in format ion  g r a n t  t o  t h e  
Fan American Union. 

During FI 1963, A . I . D .  e n t e r e d  upon a  major expansion of  c h i l d  
f e e d i n g  o p e r a t i o n s  i n  L a t i n  America. A t  t h e  end of  FI 1962 
approximately 4,000,000 c h i l d r e n  of  school  age i n  L a t i n  America 
were r e c i p i e n t s  o f  s u r p l u s  U.S. commodities i n  school  lunch  and 
o t h e r  food programs. By January of  1963, P r e s i d e n t  Kennedy was 
a b l e  t o  r e p o r t  i n  h i s  S t a t e  of  t h e  Union message t h a t  one ou t  of 
every  f o u r  c h i l d r e n  was r e c e i v i n g  an e x t r a  r a t i o n  of  s u r p l u s  U.S. 
food. The program is  s l a t e d  f o r  f u r t h e r  expansion w i t h  t h e  coopera- 
t i o n  of  t h e  United S t a t e s ,  t h e  v o l u n t a r y  a g e n c i e s  and t h e  govern- 
ments of  L a t i n  America. Funds from r e g i o n a l  p r o j e c t s  w i l l  be 

used t o  provide t r a n s p o r t a t i o n  and food p r e p a r a t i o n  equipment 
on a  one-time non-recurr ing b a s i s .  

During t h e  c u r r e n t  f i s c a l  y e a r ,  A .  I . D .  made a  g r a n t  of $1,600,000 
t o  t h e  OAS t o  e s t a b l i s h  n a t i o n a l  committees of t,he A l l i a n c e  f o r  
Progress  i n  L a t i n  America. The Program i s  designed t o  e n l i s t  
p u b l i c  support  f o r  t h e  g o a l s  of  Punta d e l  E s t e ,  and t o  encourage 
s u f f i c i e n t  p r i v a t e  investment  t o  h e l p  i n s u r e  t h c  r e a l i z a t i o n  
of  t h o s e  goa ls .  

FY 1964 A . I . D .  Proposed Propram 

The proposed A . I . D .  program f o r  t Y  1961, con t inues  t h o s e  important  
e x i s t i n g  programs which r e q u i r e  f u r t h e r  funding.  I n  a d d i t i o n ,  
A . I . D .  proposes i n c r e a s e d  emphasis i n  s i x  a r e a s :  

1. Advisory Tax S e r v i c e .  Under a n  agreement w i t h  t h e  I n t e r n a l  
Revenue S e r v i c e ,  A . I . D .  w i l l  make a v a i l a b l e  t o  L a t i n  American 
n a t i o n s  s p e c i a l i s t s  i n  a l l  phases of t a x  a d m i n i s t r a t i o n .  Experi-  
ence h a s  shown t h a t  such a s s i s t a n c e  has r a i s e d  t a x  c o l l e c t i o n s  
s i g n i f i c a n t l y  i n  L a t i n  America, g i v i n g  i n d i v i d u a l  govsrnments 
increased  revenues  f o r  development a s  w e l l  a s  h igher  s t a n d a r d s  
of  p u b l i c  a d m i n i s t r a t i o n .  

2. Cooperative A c t i v i t i e s .  Because of  t h e i r  wide success  t o  d a t e ,  
A . I . D .  proposes t o  i n c r e a s e  suppor t  f o r  c o o p e r a t i v e s ,  c r e d i t  
unions and s a v i n g s  and l o a n  i n s t i t u t i o n s  i n  FY 1964. Tbe maim 
program w i l l  be t h e  development of a n  inter-American coopera t ive  
f i n a n c i n g  o r g a n i z a t i o n  supported by a  coopera t ive  f i n a n c i n g  
i n s t i t u t i o n  i n  each n a t i o n .  This  i n t e g r a t e d  f i n a n c i n g  system 
w i l l  be capable of  developing and cons ider ing  loan  a p p l i c a t i o n s  
from a l l  e x i s t i n g  and contemplated coopera t ive  o r g a n i z a t i o n s  i n  
many f i e l d s  of  endeavor. The es tab l i shment  of  t h i s  system w i l l  
r e q u i r e  loan and g r a n t  a s s i s t a n c e  dur ing  FY 1964. 

A . I . D .  w i l l  a l s o  ex tend  i t s  r e l a t i o n s h i p  w i t h  t h e  Nat iona l  Rura l  
E l e c t r i c a l  Cooperat ive Assoc ia t ion ,  t h e  Foundation f o r  Cooperat ive 
Housing, and t h e  C r e d i t  Union National  Assoc ia t ion .  

3. Books and Technica l  M a t e r i a l s .  The r a t e  of  p roduc t ion  of 
books must keep pace w i t h  t h e  advances made i n  numbers of  s c h o o l s  
b u i l t  and c h i l d r e n  a t t e n d i n g  them, i f  A . I . D . ' s  investment  i n  
A l l i a n c e  sponsored e d u c a t i o n a l  development i s  n o t  t o  be wasted. 

4. Science. Science educa t ion  i s  v i t a l  t o  development, and i n  
L a t i n  America it has  lagged s e r i o u s l y .  A . I . D .  w i l l  i n c r e a s e  i t s  - - 
emphasis i n  t h i s  a r e a  by p a r t i c i p a t i n g  i n  j o i n t  programs w i t h  t h e  
Nat iona l  Science Foundation (NSF),  The Nat iona l  Academy of Sc iences  

92 (NAs) and Massachuset ts  I n s t i t u t e  of Technology (MIT). 
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i!oard t o  develop in format ion  OI? t,he s t a t u s  o!' s c i e r ~ c c  cduc.:ltAon 
i n  t h e  r e g i o n ,  c o o r d i n a t i n g  a l l  major sc ience  n c t i v i t j e s .  K I T  
w i l l  u n d e r t ~ k e  a c i  v i  1 eng inper ing  t1.air1 ing  p r o j q r t  i ~ : ~ r c l v i n g  
j o i n t  work-st,udy teams of  p r o f e s s o r s  and s t u d e r i t . ~  of  s i x  ur?jvPl.- 
s i t i e s  i n  d i f f c r e n t  La t in  American c o u n t r i e s .  The aim w i l l  be n o t  
on ly  t o  seek  answers t o  s p e c i f i c  prol-,lens, but a l s o  t o  demonst;.ate 
t h e  l a t e s t  c i v i l  eng ineer ing  t e a c h i n e  techniques i n  use  i n  t h e  
United S t a t e s .  

--. ( I n  --- r n l ~ j l o ~ s  0 1 '  f ~ n l  J a r s )  
FY 1'363 FY 1'164 

-- P'Y I"h2 &timated  P r o p o ~ e ?  

Ut=v~,lopment C ~ , a r ~ t s  - T o t a l  - - 1 3  -. 
18.8 1.3 .*I 

I Iea l th  2.Q 4.1 4.2 
Education and l ' r ~ i n i n g  k . 4  8 .5  6.4 
T r a n s p o r t a t i o n  2 . 3  0.4 0.2 
A g r i w l t u r e  2 .4  2 . 9  1 . 3  
Other  1 .5  2.9 

5. Urban and Municipal Development. The success  of +.he , ievelop- 
1.6 

ment p l a n s  of  t h e  L a t i n  American c o u n t r i e s  i s  l a r e e l y  dependent i )eohl igat . ions During irr' 1062 -0.1 xx xx 
upon t h e  i n i t i a t i v e  and r e s o u r c e f u l n e s s  of l o c a l  povernmer.ts. - 
H i s t n r i c a l l g ,  t h e  b a s i c  mi t s  c f  gcvcrr,mcnt have n o t  kcen vei-p 
s t r o ~ g  i n  t h e  r e g i o n .  Up t o  now A . I . D .  has  not met t h i s  problem -- 
d i r e c t l y ,  b u t  i t  has become i n c r e a s i n g l y  apparent  t h a t  a  major 
program t o  s t r e n g t h e n  l o c a l  government i s  e s s m t i a l .  

L a t i n  American c i t i e s  a r e  growing phenomenally. The r e s u l t s  , w e  
overcrowded schools  and ramshackle hove ls  h a s t i l y  pu t  t o g e t h e r  
by t h e  f l o o d  of  migran ts  from t h e  count rys ide .  Thpse condit.ioris 
a r e  b reed ing  grounds f o r  v i o l e n c e  and Castroism. 

I n  an e f f o r t  t o  combat t h e s e  problems, A . I . D . ,  i n  coopera t ion  w i t h  
t h e  Inter-American Assoc ia t ion  of h i c i p a l  C,rganizatSor,s w i l l  
launch a  program aimed a t  improving and s trer :gthening l o c a l  
governments. 

I n  coopera t ion  wi th  t h e  OAS and Inter-American Development Rank 
(IDB), A . I . D .  wi.11 concent ra te  on t h o s e  r e l a t e d  urban prot lems of  
housing,  sewers ,  wate r  supply and p u b l i c  a d m i n i s t r a t j o n .  

6. Manpower Development. The s u c c e s s f u l  development of any L a t i n  
American country i s  l a r g e l y  dependent upon the q u a l i t y  of i t s  mar,- 
power. A.I.D. proposes t o  promote t h e  improvement of manpower 
r e s o u r c e s  by t r a i n i n g  L a t i n  Americans i n  t h e  use of s t a t i s t i c a l  
t o o l s  t o  enab le  them t o  c a r r y  on manpower surveys i n  t h e i r  own 
c o u n t r i e s ,  i n  o rder  t o  i d e n t i f y  s t r e n g t h s  and weaknesses which i n  
t u r n  w i l l  p o i n t  t h e  way toward remedial  a c t i o n .  
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Regional Office for Central 
America and Panama 

Area BacMround 

For almost 300 years p r io r  t o  independence (1527-1&1), the area, 
which now comprises the Republics of Guatemala, El Salvador, 
Honduras, Nicaragua, and Costa Rica, was federated under the 
Captaincy General of Guatemala. Divided by the dissensions tha t  
accompanied independence, these countries have r a i n e d  disunited, 
although i n  the l a s t  century and a quarter there were 25 differ-  
ent attempts a t  p o l i t i c a l  unity. It should be noted tha t  i n  the  
present movement toward economic integration the question of 
p o l i t i c a l  unity has been deferred for  l a t e r  consideration. 

The Central American area comprises approximately 12 million peo- 
ple  and a Land area somewhat larger  than California. M r e  than 
one-half of the population l ives  on the Pacific slope, which i n  
area i s  l ess  than one-fifth of the t o t a l  but constitutes the most 
developed section. With the exception of Costa Rica, l ess  than 
50% of the ppula t ion  i s  l i t e r a t e .  

The Cent rd  American area i s  faced with an exploding population 
(3.3% per annum) and a per capita Gross National Product (GNP) 
tha t  has been declining i n  recent years. Inadequate government 
revenue, serious shortage of sk i l l ed  personnel i n  both the public 
and private sector, and lack of continuity i n  planning and execu- 
t ion  of government programs are  major problems throughout the 
region. In recent years economic growth has been retarded by 
decline i n  the prices of agricul tural  exports; coffee and bananas 
together comprise two-thirds of t o t a l  export earnings. 

Agriculture, which, including forestry,  accounts fo r  40% of GNP, 
i s  a major economic sector. Coffee, bananas, and cotton a re  prin- 
c ipa l  export cmps. e r n ,  beans, and r i c e  a r e  s taple  food crops 
throughout the region. Manufacturing, although s t i l l  re lat ively 
l i t t l e  developed (14% of GNP, has grown i n  recent years a t  a more 
rapid ra te  than the national product. Foods, t ex t i l es ,  clothing, 
and chemical products a re  the manufacturing industries that  have 
grown m s  t rapidly. 
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land use ,  a s s i s t ance  t o  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 ,  hous- To ca r ry  forward the  se l f -he lp  and m u l t i l a t e r a l  o r i en ta t ion  of the  
Al l iance  f o r  Progress,  t he  A.&ministration i s  reques t ing  m e n h e n t  
of the Act f o r  t he  Inter-Aqerican Program for  Soc ia l  Progress 
( W S P ) ,  t o  r ep len i sh  the  Soc ia l  Progress Trust  Fund (SPTF) of t he  
I r~~er-American deveiopment aanlc (lLJB) and t o  provide f u r t h e r  sup- 
p o r t  t o  t he  Organization of American S t a t e s  (OAS) i n  t h e i r  e f f o r t s  
t o  a i d  development i n  Lat in  America. 

The reques t  is  f o r  an  amendment t o  P.L. 86-735 of September 8, 
1960, and appropr ia t ions  dhich w i l l  provide an a d d i t i o n a l  $200 
mi l l i on ,  $195.5 mi l l i on  f o r  the SPTF and $4.5 mi l l i on  f o r  t he  OAS. 

The W S P  i s  a v i t h  element of U.S. pa r t i c ipa t ion  i n  the  Al l iance  
f o r  Progress.  The program began i n  1960, when Congress, recogniz- 
i ng  the  uniqueness of t he  r e l a t i o n s  between the  United S t a t e s  and 
La t in  America, aff irmed t h a t  the " i n t e r e s t s  of t h e  American 
Republics were s o  i n t e r r e l a t e d  that sound soc ia l  and economic 
progress  i n  each is of importance t o  a l l  and that l a c k  of it i n  
any American Republic may have ser ious  repercussion i n  others."  

P res iden t  Kennedy, i n  requesting the  appropr ia t ions  t o  ca r ry  out  
t he  IAF'SP, c a l l e d  f o r  a major cooperative e f f o r t  by the  American 
na t ions  t o  achieve s o c i a l  progress.  Congress af  f inned t h e  s o c i a l  
progress  p r i n c i p l e s  of t he  Act of Bogata and t h e i r  r e l a t i o n  t o  
se l f -he lp  and reform. 

The inc lus ion  of t he  IAPSP in the  Al l iance  for  Progress  maae c l e a r  
that s o c i a l  progress  and economic development a r e  complementary 
ob jec t ives  -- and that the  IAF'SP i s  an e f f o r t  t o  d r a f t  a s o c i a l  
framework wi th in  which a l l  t he  people, including the  l e a s t  p r i v i -  
leged, could share i n  the  bene f i t s  of economic growth and look 
wi th  hope t o  the  fu tu re .  The program took on new s ign i f i cance  a s  
t h e  Al l iance  f o r  Progress moved forward. It supported the f a i t h  
that b e t t e r  systems of land ownership, Tore equi table  and e f f i -  
c i e n t  t a x  systems, improved housing and community f a c i l i t i e s  -- 
a l l  could be achieved within a cooperative,  democratic framework, 
without violence.  

The f a c t  that t h e  United S t a t e s  was wi l l i ng  t o  he lp  t h e  people of 
Lat in  America a t  t h e  grassroots  l e v e l  through American m u l t i l a t e r a l  
organiza t ions  brought an en thus i a s t i c  response throughout t h e  Hemi- 
sphere -- except from F i d e l  Castro, who derided t h e  All iance and 
the  Trus t  Fund and questioned the  continued U.S. determination t o  
a i d  La t in  American development. 

The United S t a t e s  entered  i n t o  a Trus t  Agreement with the  IDB (See 
Text of Agreement on page 113) and provided $394 mi l l i on  t o  be  used 
f o r  loan p r o j e c t s  i n  the  f i e l d s  of land set t lement and improved 

- 
i c g  f o r  lo7,:-income groups, cormmitj: water supply end s a n i t a t i o n  
works, and higher education and advancea t r a in ing .  The OAS was 
given a g r a n t  of $6 mi l l ion  t o  provide s t u d i e s ,  conferences. and 
t echn ica l  a s s i s t ance  i n  a number of key f i e l d s  of se l f -he lp  and 
reform, including publ ic  adminis t ra t ion ,  t a x  adminis t ra t ion  and 
planning. Under the  same appropr ia t ion ,  t he  U.S. fo re ign  a i d  
agency (ICA/AID) was given $100 mi l l i on  f o r  t echn ica l  a s s i s t ance  
ana o ther  b i l a t e r a l  programs. 

The Trus t  Fund 

The SPTF has proved t o  be a well-suited instrument t o  achieve 
the  goals  of the  All iance.  Although funded by the  United S t a t e s ,  
i z  is  administerea by an in t e rna t iona l  i n s t i t u t i o n  i n  which the  
Al l iance  coun t r i e s  a r e  represented.  Loans a r e  made on the  b a s i s  
of a two-thirds vote.  The United S t a t e s  has 41$ of the  vot ing  
s t r eng th ,  and the re fo re  a veto.  

Tne IDB has been zealous and responsible i n  car ry ing out  t he  
Trus t  Agreement by emphasizing se l f -he lp  measures consisLent 
iii% tt.e coals  of t he  All iance.  This m u l t i l a t e r a l  influence f o r  
ref on,^ -- combined with the  wi l l ingness  t o  say "no" t o  p r o j e c t s  
of l ox  p r i o r i t j  -- i s  no'eworth; f o r  the  impetus it gives  t o  
sound planning and p r o j e c t  preparation.  

The loan p r o j e c t s  a r e  important i n  economic terms, bu t  t h e i r  p r i -  
mary s igni f icance  t o  the  Al l iance  f o r  Progress is  soc ia l .  They 
d i r e c t l y  bene f i t  low-income groups. Through the  adminis t ra t ion  
of t h i s  program by the  IDB, the  influence of the  Inter-American 
system is  brought t o  f u l l  support of needed reforms and wider 
oppor tuni t ies  f o r  t he  underprivileged.  I n  making these  loans  and 
providing the required t echn ica l  a s s i s t ance ,  t he  IDB has provided 
the  means and d i r e c t i o n  t o  build modern i n s t i t u t i o n s .  I n  every 
case, t he  IDB takes  s t eps  t o  assure  the  a b i l i t y  of the  borrower 
t o  execute t h e  p ro jec t  with maximum economy and e f f i c i ency .  

The profess ional  competence and planning s tandards  of t he  IDB a r e  
of the  h ighes t  qua l i t y .  P o t e n t i a l  loan p r o j e c t s  a r e  inves t iga ted  
and t h e i r  f e a s i b i l i t y  determined according t o  r i g i d  standards,  
such a s  those  used by t h e  I n t e r n a t i o n a l  Bank f o r  Reconstruction 
and Development (IBRD). This i n s i s t ence  upon competence and per-  
formance i n  t h e  l o c a l  i n s t i t u t i o n s  has had wide-ranging e f f e c t s .  
It has permitted more s u i t a b l e  and extensive use of l o c a l  
resources, complementing SPTF loans. P r iva t e  o r  public inves t -  
ment is  encouraged t o  p a r t i c i p a t e ,  e i t h e r  i n  the  venture i t s e l f ,  
o r  i n  s imi l a r '  p r o j e c t s  i n  t h e  same f i e l d ,  o r  both.  I n  t h i s  way, 
domestic resources a r e  mobilized f o r  t he  h ighes t  p r i o r i t y  s o c i a l  
progress  p ro jec t s .  



FR1NTIPP.L INSTITlPPIONAL FXffiPBS IN THE PREPIS CONTWLATEU IN THL ACT OF ZECOTA AND IN THb SOCIAL I33CCHISS TRUST FUIIII AGRLUILWT 
(From September 12, I!% io Lkcrmter  31, l:iZ) 

-- 7- a;;;;r;;,!,F;;,;,;:b,s 1 : 1 ;  . ?  1u : - I  M I . .  G:",,R 
I m p o r t a n t  I I Important I,!W'RhS I:, ; , b  

AtiRAltIkl; Srr,IlC> ' r  t. 
Under Under 
Stud" Discuesion Law Ehoctro 

IM, "!AL 11;. ',11,5 ! l . L , l  N ' !  I '.$ i,:;l, 1 ',r!Gb3bls 

Planning 
1r:stitotions - - -- - --- 

ConseJo National de 
Desarroll~ (August 
1.261) 

National New Existing 
Institutions 

&lnistracion 
Federal de la 
Vivlrnda 
(July :Y61) 

Yes 

Yes 

l e e  

Yes 

Junta Nacional de Plan Narional de 
Planemiento (October ksarrollo konomico 
1960) y Soclal (1962-1971) 

Repared in 1541 

;everel Yea,  revlslon 
Semi-Autonomoue , a? the serv- 
state ~"atltutlon~~' ice rates 

Minlstr~io de Planeacion Plan Trienal de 
(September 1952) ksarrolla y Social 

(3903-1%5) 
Prepared in 1962 

Income Tax Reform 
(February 1961 and 
November 1962) 

Yes (April 140) 
(Began to 
operate in 1961 ) 

Chile IBT~OUF Tax 
Reforms 

L h w  
(November 196 

Yes, favoring low- ... 
income groups 

Yes, revision 
01 the s r r v -  
Ire rates 

Plan General de 
ksarro:lo konomica 
Y sorid (1~161;1770) 
Repared in 1151 

program 
(November 116 

1 
I 
I 

I 

I 

L- 
( s e e  next page for footnotes.) 

Lev 
(October 1962 

yes, favorlng low- ... 
income groups 

;ervicio Naciona1 de 
Acueductoa Y 
Alcantarlllhdos 
(April 1r16l)b' 

Costa Ri-a 

Junta Nario,,al de 
PIanifira+ion y 
Coorrlinaclon 
(January 1752) 

Income Tax Rerorm 
(&Y 1962) 

€Togram 
(April 1362) 

B ~ C O  Nacional Yes, reorgnniiation Yes 
de la of the Institute (Aprli 1962) 
Vivienda Narionhl de la 
(April 19621 Vivlenda (Aprll 

y9&p 

Instituto Nacional 
de Aquas Pntables 
y Alcantarllladoinara 
(JU~Y 1362) 

Plan Inmediato de 
Desarrallo Economlco 
(1961-1965) 
Prepared in 1961 

B ~ C O  Yes, reorganization Yes 
Ec.uatorimo de 01 the Institute (April l96l) 
la Vivienda 
(%a" 1961) 

cansejo de Pl~nifiraclon 
y Coordinaclon 
Economics (April 1152) 

Vew Income Tax 
Reform 

Income Tar Refoms 
(September 1961 
and Harch 1962) 

Yes, reorgan~zation Iee 
of the Inatitutn (&=ember 1961) 
dc la Vivirnda 
Urbsna (1961)d 

Uministracion Nacional 
de Acueductos y 
Alrantarilladoe 
(October 1961) 

Guatemala Income Tax Refom 
(December 1962)d 

Leu 
(october 1362 

jervicio Autonorno 
National de Aruedurtos 
y Alcantarilladoe 
( m y  ~61)s' 

[ncome Tax Law 
(November 195. 

~ ~ g ~ r n ~ '  

Yes, reorganization ... 
of the Inetituto 
de la Vivlenda 
(1761)d 

Reform and 
Establishment of 
Taxes on Inher- 
itance. Legacies 
and mnations 

Mreccion de Planenclan Plan de Accion Inmediat 
Narional dr la Secre- (1962-1964) 
taria de la Residencia Repred in 1962 
(August 19611 

Income Tax Reform 
(December 1761 and 
&cembbpr 1562) 

Yes,  favoring low- 
income groups 

Yea, revlsiun 
Of the serv- 
ice rates 

Nicaragua 

- 

Ofirina Nacional de 
Coordination y 
Planeamient~ Economico 
y Social (December 1961) 
-~ 



PRINCIPiiL INSTllWPlONAL WWRI3S IN THE ARDS CONTtMPLRTEE IN THE ACT OP' KCOTA AND It4 THE SOCIAL AtCGRffiS mUST FVNU ffiR!dNEX" 
(From Septenber 12, 19% to Decenbtl. 31, i&') 

- 

country - - 

panama 

Paragoav 

Peru 

Uruguay 

venerue1a 

TOTPJ. 

Planning 
institutions j Rograms 

** 

secretaria Trcnlra 1 -  
Planlrlcacion del 
* S B T T O ~  10 Economl~o y 
Social (May 1962) 

Institute Na~ional de  
Planifiradon (October 
1352) 

Establlsment of nine Reparation of six 
In~titl~tione National kvelopment 

Rograrns 

Observations arid Notes: 

The institution exiated befare the Act of 
&3~1(1ote. 

** A publ~e investment plan has been 
oremred. 

M* ~&nal development plans have been 
prepared 

n The hill creating the national planning 
orranization la under leaislative studv and 
is experred to ae approved in January ~ 6 3 .  

L' A contim~ina four-year plan; development 
83818 and Investment schedliles to be recon- 
sidered annually. In March 1742, the first 
adju~tment af the plan for the l'r62-1965 
period was mde. 

D l s r u s s l o n  
in the 

Lrgislaturr 

:enera1 T w  
Refcmr 

Legisletion 

Income Tax Reform 
and Establishment 
or Lend Tax 
(February 1962) 

[n four coun- 
tries 

Utablishment of 
Income Tax 
!J.;l:, ?'!51) 

In ten Countries 

lbservations and Notes: 

* Various 1 ~ 6  have been promul- 
gated which improve the tax 
.ystem but do not a1tcr its 
structure. 

?'  This l a w  on rural property taxa- 
tion has been sent to a Commit- 
tee of the keislarure; it 16 
expected to be promulgated early 
In 1963. 

This law, rhirh replaces another, 
becomes effective January 1. 
1763. 

This la the first time this type 
of taxation has been adopted. 
It Will become errectiv. July 1, 
1953. 

Yes 

:n two 
Countries 

In three 
countries 

I" seven coun- 
tries; in two 
of them since 
September 1960; 
rive more pro- 
&?'-6 in 
ex?c"tion 

)bservations and Notes: 

'i Since 1953. ' State programs are In existence in Sao 
, Paulo and Rio Crende Da Sul. 
' Costa Ricm legl~lation contains meas- 

 we^ aseurinq better distributian of 
land. ' A program O L  qrarian reform existed 
between 1952 and 1994 in Guatemala: 
this progrm was replaced by the law 
of Qrarlan Transformation in 1954. < Since 1924. 

', Agrarian Code of the Republic. 
, A Ilovember 1962 kcree-law contains 

the principal provi~ions of the reform 
which rill begin to be carried out as 
soon aa the regulations are approved. 

Since March 1960. 
~ - 

97 

' Chances in 
Operating bstabl lshmenl 

Ner Systems of of System o r  
National Savings and 

Yes. renraanirarion *" 
of the 1nstituto 
de Vivlenda y 
urban1 smo (1961): 

7--t.A.. ...= Lb"ta 
Paraquayo de 
la Vivienda 
(February 
1962) 

Ili~tit"t0 dr la 
Vlvienda 
(September 
1960) and k n c o  
Naclonsl de la 
Vivienda 
(November 1962) 

Yes, toward grant- 
ing of Titles 

Establishment I" nine countries 
or six new 
Institotions 

.-- 
(November 1961)- 

I" rive countries 

3bservations and Notes: 

' There were institution. ~n existence before the 

3egioral Sanltntion 
intities in Lima 
(1162) and Rrequipe 
(l*5l)% 

Yes,  revieion 
of rates service 

[ "  nine countries In five 
countries 

Rct or Bogota. : 3 
e* The rearganization ol existing entlties is under 8 

~tudy and/or the incorporation of new operative 
SYSteF6 .  I 

*** tinder advanced study. 
L" Reorganization in order to improve the operational 

efficiency 01 the Institutions and to dirrrt Its 
operations tovwd the lover-income groups. ' M~tual Credlt Aasociatlons flr housing have been 

,, in existence since 1957 I n  Pea. 
- The first aeaociations were  Icmed in 1962. 

lbservatlans and Nates: 

Under advanced stvdv 
The establishment of one or more 
institution. has been accompanied 
by a revision of the operating 
system6 in practice at the pres- 
ent time in the country; greater 
emphasis has been given to the 
' I S P  "f .Prr lce  rPteE as 90C?Ce 

of financing and these rates have 
been revlaed, or are being revised, 
with the obJect of favoring low- 
Income groups. 

Te"hniCs1 assistance has been 
requested of the IDB. 



THE INTRl- AMERIC AN PROGRAM FOR SOCIAL PROGRESS 
must not be divulged to unwthoriaed lndi. 
viduals. All other n~aterial is unclassilled. 

Loans Approved 

Between t h e  s igning of t h e  Trus t  Fund Agreement i n  June 1961, and 
December 31, 1962, t h e  SFTF had made 53 loans  f o r  a t o t a l  of 
$320,562,000 on p r o j e c t s  having a t o t a l  c o s t  equivalent  of 
$780,000,000. The l o c a l  share  of t hese  p r o j e c t s  was 53$, SFTF 41$ 
and o ther  ex te rna l  sources,  6$. I n  addi t ion ,  many of' t h e  p r o j e c t s  
a r e  p a r t  of  broader programs which a r e  being financed by t h e  hos t  
coun t r i e s  from t h e i r  own resources .  I n  p r a c t i c a l l y  a l l  cases,  
p r o j e c t s  f inanced from t h e  SFTF a r e  r e l a t e d  t o  e s s e n t i a l  adminis- 
t r a t i v e  o r  i n s t i t u t i o n a l  reforms. 

Nearly 48$ of t h e  lending,  o r  $152.7 mi l l ion ,  has been i n  t h e  
f i e l d  of housing f o r  low-income groups, w i th  p r o j e c t s  i n  15  coun- 
t r i e s ;  32% i n  water works and s a n i t a r y  f a c i l i t i e s ,  $103.7 mi l l i on  

i n  t e n  countr ies ;  16% i n  l and  se t t lement  and reform, $52 mi l l i on  
i n  11 countr ies ;  and 4$ i n  higher education, $12 mi l l i on  i n  n ine  
countr ies .  

I n  addi t ion ,  $2.4 mi l l i on  was provided f o r  d i r e c t  t echn ica l  a i d  
and subs tant ive  s t u d i e s  i n  15 coun t r i e s .  The bulk of t h i s  tech- 
n i c a l  a s s i s t ance  i s  reimbursable, being included i n  t h e  loans .  
Such a s s i s t ance  has helped t o  b u i l d  i n s t i t u t i o n s  and t o  mobil ize 
l o c a l  resources.  It inc ludes  f e a s i b i l i t y  s tud ie s ,  prepara t ion  of 
loan  appl ica t ions ,  s t u d i e s  and advice r e l a t e d  t o  s t rengthening of 
f inanc ia l  i n s t i t u t i o n s .  Administrat ive expenses incurred  by t h e  
IDB which a r e  chargeable t o  t h e  Trus t  Fund have amounted t o  only 
about $2.8 m i l l i o n  s ince  t h e  SFTF began -- l e s s  than  1% of t h e  
Fund's resources.  



Ranco C a r ~ t r i l l  dc R , s ~ r v a  di. El ll/?/,/bl Rel-r.ding t o  small I',irmcrs f o r  
Sn!vadar T o r  u s e  of  t h r  Fed- dev'?lopment of ? g r j  c u l t u r r  
-r:ci:?n r i m  i s j a s  tic : r r d i t o o  ( n o t  c o f f l c )  and  l i v e s t w k .  

Guarantor--Cover.nmeilt oC El Relending r a t e  pe r  y e a r  t o  
$" '  ....dor 
"-> ",. r 1 u l t h i l t c -  i m l ~  owe1 : 

12%. 10 yrsr  t e r m s .  

B a n l o  Obi--ro de Venezuela Tor 11/15/61 Rural  imusine  f o r  low-income 
usc of U i v i s i o n  de Viviarlda g m u p s .  (US$ :,>O-ilS$ 800 a 
Rural  de M i n i s t e r i o  de Sani -  y e a r )  75,100 u n i t , s  a l l  s e l f -  
dsd y A s i s t e n c i a  S o c i a l  h e l p .  Relrnding r a t -  p e r  

G~lx~.:~ntor--Gavernm?nt of 
T,.. 7 .  

g e a r  t o  uI t imate  borrower: 
v L A l = A u c ~ a  up i o  j.j6. i u  y e a r  rerms.  

I n s t i t u t o  Il 'acional de Vivienda l0/?1/41 Urban housing f a r  low-income 
y  Urbanism0 de Costa  Rica  groups  (US$ ',~8-[1S$1 ,440 n 

y e a r ) .  j , 7 i 5  u n i t s  pur-  
~ h a n r r s '  savings .  R r l e n d i n g  
r a t e  p e r  year t o  u l t imri to  
borrower: 86, 20 y e a r  te rms.  

I i ?nca  C e n t r a l  dc  Rcserva de ll/l7/4l Comuni t y  s a r i t a t i o n  f a c i l i t i e s  
El Salvador  f o r  u s e  o f  Ad- i~ 5 p r i n - i p a l  c i t i e s .  
m i n i s t r a c i o n  Nacional  de 
A c u ~ d u c t o s  y  A l c a n t a r i l l g d o s  

G>~arantor--Gavernment of El 
Salvador  

Bnnco C e n t r a l  de Reserve de 11/17/61 Cornuni ty  water s u p p l y  and 
El Sa lvedor  f o r  u s e  of  Ad- s a n i t n t i o n  f s c i l i t i e s  i n  3L 
m i n i s t r s c i o n  Nacional de small towns. 
Arucductos y  A l r 3 a n t a r i l l a d o s  

Guarantor--Government o f  E l  
Salvador  

R e p n b l i c  of  Peru f o r  u s e  of  t h e  11/24/61 Urb.in and r u r a l  h o u s i n g  f o r  low- 
Institute de I s  Vivicnda i r w m e  groups (US$ 355-US$ 

1,120 a  year)  35,200 u n i t s  
Setueen 50-80% s e l f - h e l p .  
Ralecding rate f o r  year t o  
u l t i m a t e  barrauer  5%. w i t h  
20 year t e r n s .  

Coop-rnt iva  de CI.-dito C e n t r a l  10/27/61 Small l o a n s  through l o l a 1  - r e d i t  
d e l  P s r u  r o c g ~ r a t j v . 2 ~  f o r  housing im- 

G u n r m t o r - % v r r n m e r t  of Peru p m v e d  l a n d  use, p o t a b l e  
u s t c r  ~ n d  s a n i t a t i o n  f a c i l i -  

- ~ ? e s .  R - l e ~ d i n g  r a t e  t o  
c r c d i t  , .ooperative: 8%; t o  
u1tim:it.e oorrouer: 12%. 

71 % 
$ 2,700,000 

Note: E l  Salva-  
d o r  p r o v i d e s  
$1 .! m i l l i o n  
e q u l v .  a n n u a l l y  
f o r  t h e  t o t a l  
water  sewerage 
program f o r  80 
toiins 

47% 
$22,800,000 

Rote:  Also DLF 
l o a n  of  $5 m i l -  
l i o n  (106) 

27% I ~ I :  11% 
$ 7,8LL,91'1 Purr .hesers t  snv- 

i n g s  and s e l f -  
h c l p  l a b o r  16% 

29% G ~ v u r m ~ ~ n t  o f  El 
$ 400,000 S a l v a d o r  29% 

20 Years 

74% Government o f  23 Y a r s  
$3?,950,000 Venezuela 536 

Sc'lf-help l a b o r  21 % 

78% IYW 46% Pur-  25 Years 
$12,500,000 - h s s e r s 1  s a v i n g s  

0 8 ;  Purchi . ;e rs r  
a m o r t i z a t i o n s  12% 

LO% Gavcrnment of  30; Yeixs 
$ 560,000 E l  S a l v a d o r  40% 

29% Government o f  E l  30 Years 
$ 1,130,000 S a l v a d o r  29% 

43% Self -help  l a b o r  9% 20 Years 
$20,900,000 Government of  Peru  

?4% 

63% A,,rwmulated sav- 21 Years  
$ 1,700,000 i n e s  i n  248 

( c r e d i t  cooper- 
a t i v e s  638 

2 Years 

2 Years 

2 Years 

2 Years 

g/ I n  a d d i t i o n  t o  i n t - r e s t ,  ~ o m i t m " n t  f e e  o f  0.7'8, payable  i n  O . S .  d c l l a r s ,  i s  charged a n  a l l  o p e r s t i o n s .  
T h i s  Tea c o v e r s  t,he A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  



INTER-AMEFLICAN UE'JELOPMENT BANK 
LOANS APPROVEU FROM SOCIAL PROGRESS TRUST FUND 

(June 19, 19~1--December 31, 1962) 

Loan 
Author ized  Horrower I C o n t r a c t  I Purpose  o f  L O ~ I I  ] 

( v t a l  c o s t  of B o f T o t a l  % o f T o t a l  
ProjC3Ct o r  Program Cost  Provided Cost  Provided 

i n  US D a l l a i n  1 by SPIF and I by L o c a l  1 P a r t i c i p a t i o n  of 
o r  Q u i v a l e n t  D o l l a r  Amount Resources  L o c a l  Resources  

E s t a b l e c i m i e n t o  P u b l i c o  Em- 4/16/62 Expansion of  w a t e r  supply  sys- 
p r e s a s  Munic ipales  de C a l i ,  tem i n  Cal i .  
Colombia 
Guarantor--Government o f  
Colombia 

R z p u b l i c  of  Colombia, f o r  t h e  2/2/62 Urban housing f o r  low-income 
u s e  of I n s t i t u t o  de C r e d i t o  groups (US$ 366-US$ 2,200 a 
T e r r i t o r i a l  y e a r )  12,q50 u n i t s .  Relend- 

G~larantor--Government o f  i n g  r a t e  t o  u l t i m a t e  
Colombia borrower :  a%, p l u s  1 %  f o r  

i n s u r a n c e .  Term: up t o  20 
y e a r s .  

Empresas Munlc ipales  de Cucuta ,  2/1/62 Community water  supply  and 
Colombia s a n i t a t i o n  f a c i l i t i e s  i n  Cucuta. 

Guarantor--Government of  Colom- 
b i a  

Republ ic  of  C h i l e ,  f o r  u s e  of  5/16/62 Community w a t e r  supply  i n  
Direction de Obras S a n i t a r i a s  Concepcion and Talcahuano. 

S u p e r i n t e n d e n c i a  de Aguas e 1/1/62 Community water  supply  and 
Esgotos  do Reconcavo, S a l -  sewerage s e r v i c e s  f o r  c i t y  of  
v a d a r ,  S t a t e  of  Bahia, B r a z i l  Salvador  ( B a h i a )  . 

Republ ic  of  Venezuela, f o r  t h e  5/3/62 Community w a t e r  s u p p l y  f o r  330 
u s e  of t h e  D i v i s i o n  d e  Acue- towns w i t h  p o p u l a t i o n s  under 
d u c t o s  R u r a l e s  de M i n i s t e r i o  5000 e a c h .  
de Sanidad y A s i s t e n c i a  S o c i a l  

Department of Montevideo - Expansion of  sewerage f a c i l i t i e s  
Uruguay i n  Montevideo. 

I n s t i t u t o  Nacional  de Obras 5/3/62 Community water  supply  f o r  55 
S a n i t a r i a s  (INOS), Venezuela communities w i t h  p o p u l a t i o n s  

Guarantor-Government o f  from 5,000 t o  1 0 , 0 0 0 .  
Venezuela 

Disbursement 

51% 49% Empresas Munici- 20 Years  
$ 2,454,000 $ 2,326,000 p a l e s  de C a l i  49% 

Note: Colombian 
resources  w i l l  
supply  over  7 0 %  
of 10-year pro-  
gram 

51 % 49% P u r c h a s e r s  19% 20 Years  
$1 5,200,000 $14,140,000 S e l f - h e l p  l a b o r  8% 

L o c a l  r e s o u r c e s  i n  
3 way p r o c e d u r e  

, 12% 
I C T 10% 

56% 44% Empresas Munici- 20 Years 
$ 5,183,000 $ 3,978,000 p a l e s  de Cucuta ( w a t e r )  

Note: & r i n g  35% 30 Years  
1961-19b5, Co- B e n e f i c i a r i e s  9 %  ( S a n i t a t i o n )  
lombia proposes  
t o  spend i n  t h i s  
f i e l d  US 
$60,200,000 o f  
which 75% w i l l  
be from l o c n l  
resources  

( A )  IDB loan f rom 42% Government of 20 Years  
o r d i n s r y  c a p i -  $ 2,53L,000 C h i l e  39 % 
t a l  L o c a l  t a x e s  3% 

$ 1,050,000 17% 
(B) SPTF l o a n  

$ 2,470,000 41% 

53.7% 49.3% S t a t e G a v t .  32.1% 2 3 Y e a r s  
$ L,120,030 $ 4,007,000 SUDENE 9.9% 

S a n i t a t i o n  
Fund 6.3% 

O p e r a t i o n  S u r p l u s  1 .O% 

50% 50% Government of t h e  20 Years  
$10,000,000 $10,000,000 R e p u b l i c ,  Regional  

governments, o t h -  
e r  governmental 
a g e n c i e s  50% 

19.5% 80.5% Bond 21 Years  
$ 2,500,000 $ 9,500,000 P r o c e e d s  78.3% 

Munic ipal  
Resources  2.2% 

48% 52% Government of 20 Years  
$10,000,000 $1 1,000,000 Venezuela and 

INOS 52% 

2 Years 

1-1/2 Years 

2 Years 

3 Years  

2 Years  

2 Years 

2-1/2 Years  

2 Years  

g/ I n  a d d i t i o n  t o  i n t e r e s t ,  a commitment f e e  of 0.75%, payable  i n  U.S. d o l l a r s ,  i s  charged an a l l  o p e r a t i o n s .  
T h i s  f e e  c o v e r s  t h e  A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  
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INTEP-~LMI~RICAN UWEL,OPMENT 9AM 
1,LAMS AFPHOVIX FROM SOCIAL FROGKESS TPJJST FlJJJL, 

( J u n e  19,  1961--De:-mber 31, 1962)  

S a t e  
Author ized  Borrower Pnmosr  o f  1 oan 

h r p o r a t i a n  de Fornento de l a  5/7/02 Hauslng f o r  low-inroma f a r m e r s  P a r t  of  t o t a l  i l r o j e r t  7% 4'3% Govwnment of  
Produt.i.ion de C h i l e  (CORFO) (US$ 225 a n n u a I ) .  50L u n i t s .  $ 1,768,000 $ 8,025,000 C h i l e  L9% 

( F l u s  $7 .O57.OOO 
. .  . . - 

f o r  t h o  Caja  de C o l o n i a w i o ~  I n c a r p a r a t e s  s e l f - h e l p .  Re- 
B g r i c o l a  do C h i l e  L l ~ d i n g  r a t e  t o  u l t i m t e  

barrower: 6%. Up t o  30 
y e a r s  te rm.  

loan f rom Fvnd 
f a r  S p a c i a l  Op- 
e r a t i o n s  (IDR); 

20 Years  1.35% 2 Years Carporacian  de Fomento de l a  5/16/62 Supervised  a g r i c u l t u r a l  c r e d l t  
Produccian  de C h i l e  (CORFO) f o r  s m a l l  f a r m e r s  and t h e i r  

c o o p e r a t i v e s .  Average l o a n s :  
US$ 250-US$ 750. 1-10 y e a r s ,  
i n t e r e s t  and o t h e r  f e e s  n o t  
t o  exceed 5% . 

5L% Government of  
$1 1 ,770,000 C h i l e  5L% 

i4unic ipai idad ae p u i z o ,  i c u a d o r  /;l0/b2 C a m u n i t y  sewersge f a c i l i t i e s  
Guarantor--Government of  Ecuador f o r  Q u i t o  and 1 5  suburban 

c o m u n i t i e s  . 
74% M u n i c i p n l i t y  nf  7O Years 7.75% 

$ 925,000 Qui to  2L$ 
2  Years  

2 Years Banca E c u a t o r i a n o  de l a  Vivienda 7/23/62 Housing f o r  low-income s e c t o r s  
Guarantor- -hvernment  of Ecuador i n  Gulynquil,  Q u i t o ,  and 

s m a l l e r  communities (up t o  
US$ 800-US5 900 a  v e a r )  

38% Sanca  Ecuator iano 30 Y e r r s  1.25% 
$ 5,800,000 de l a  

Vivienda 9 . 9 %  
Welfare  Funds 3.8% 
Em$ayers 3.8% 
S e l f - h e l p  5  .O% 
P u r c h a s e r s  15.5% 

7600 new u n i t s  and 1500 r e -  
h a b i l i t a t e d  u n i t s ;  c o s t  
l i m i t e d  t o  US$ 2 ,500 i n -  
p o r a t e s  s e l f - h e l p  and o t h e r  
techniques  ( c o o p e r a t i v e s ,  em- 
p l o y e e ' s  loans).  

Banco de Guatemala 8/3/62 C o m u n i t y  water s u p p l y  and 
s a n i t a t i o n  f a c i l i t i e s  i n  52  
s m a l l  towns 

33% G o v e r n m ~ n t  of 22 Years 2.75% 
$ 1,650,000 Guatemala 33% 

2-1/2 Ycars 

2-1/2 Years 5/5/62 Expansion of sewerage f a c i l i t i e s  
i n  t h e  S t a t e  o f  Guanabara 
(Ria). Top p r i o r i t y  p l a n ,  
p a r t  of  a  longer  te rm US$ 39 
m i l l i o n  projec t .  

Banco do Estado de Guanabara, 
S.A., B r a z i l  

G u a r a n t o r - S t a t e  of Guanabara, 
B r a z i l  

L 8 . 1 8  SJRSAN L8.1% 30 Years  2.75% 
$10,806,000 ( l a n d  t a x ;  i n -  
(An a d d i t i o n a l  c r e a s e d  r a t e s  f o r  

US$ 667,000 sewerage s e r v i c e ;  
U.S. g r a n t  of  S t a t e  Revenues) 
" c o u n t e r p a r t  
funds"  from 
a g r i c u l t u r a l  
s u r p l u s  u n d e r  
PL L80 ( 3 % )  

Banco do Estado d e  Guanabara, 
S.A., B r a z i l  

G u a r a n t o r - S t a t e  of  Gumabara ,  
B r a z i l  

5/5/62 C o m u n i t y  water supply  f n r  S t a t e  
of Guanabara ( R i o ) .  

23.3% 52.1% WRSAN 52.1% 30 Years  2.75% 
$1 2,500,000 $27,870,000 ( l a n d  t a x ;  in-  

($11,500,000 l o a n  (An a d d i t i o n a l  c r e a s e d  r a t e s  f o r  
from t h e  re- $1,657,000 sewerage s e r v i c e ;  
sourp-a  nf t h e  11.5. ? r a n t  nf S t s t a  Revenups) 

2-1/2 Years 

IUB's  Fund f o r  " c o u n t e r p a r t  
S p e c i a l  Oper- funds"  from 
a t i o n s )  a g r i c u l t u r a l  

s u r p l u s  under  
PL L80) 3.1% 

a/ I n  a d d i t i o n  t o  i f i t e r e s t ,  a c a m i t m e n t  f e e  a f  0.758, payable  i n  U.S. d o l l a r s ,  i s  charged on a l l  o p e r a t i o n s .  
T h i s  f e e  covers  t h e  A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  
A d d i t i o n a l l y ,  t h e  A d m i n i s t r a t o r  provided t e c h n i c a l  a s s j s t a n c e  f a r  US$265,000. 



INTER-MORICAN DEVELOPMENT BANK 
LOANS APPROVEU FROM SOCIAL PROGRESS TRUST FUND 

( J u n e  1'3, l')6l - -kcember  31, 1'162) 

Date 
Author ized  Borrower 

3 / 1 / 6 2  Asociac ion Mutual de  C r e d i t o  5/1/62 To encourage f u r t h e r  accwnu- P 2,oa9,2oo 48.3% 
p a r a  l a  Vivienda "El  Pueblo" l a t i o n  of  p r i v a t e  c a p i t a l  $ 1,000,000 
Peru  through s a v i n g s  f o r  c o n s t m s -  

Guarantor-+vernment of  P e r u  t i o n  o f  low-income f m n i l j  
homes. 400 u n i t s ;  v a l u e  i n -  
r l u d i n g  l a n d :  n o t  o v e r  US 
$5,000 each;  f u r  f a m i l i e s  i n  
t h e  US5 l,5oO annual  income 
r a n g e .  Savj mgs and l o a n  
t e c h n i  juc-loans t o  borrowers  
a t  10-12% i n t e r e s t .  Maximum 
c o s t  of  house: US $3,760. 

T o t a l  Cost of  
P r a j o c t  o r  Pr.ogrull 

i n  US C o l l a r s  
a r  Equivalent  

3/15/62 Nacional  Financiers, S.A. Mexico, 6/15/62 Cammunitj w a t e r  supply  i n  1 2  
f o r  u s e  of S e c r e t a r i a  de towns i n  Yucatan S t a t e  and 
Recursos  H i d r a u l i c o s  ( F e d e r a l )  s a n i t a t i o n  f a c i l i t i e s  i n  

Guarantor--Government of Mexico Quintana  Roo T e r r i t o r y .  

% of T o t a l  
Cost  Provided 
by SPTF and 

Dol lar  Amount 

3/22/62 Government of Argent ina  5/4/62 Alvanced edu<.a t ion ,  t e a c h i n g  
and r e s e a r c h  equipment f a r  
8 n a t i o n a l  u n i v e r s i t i e s .  

I n s t i t u t o  Nicaragvense  d e  l a  
Vivienda ( INVI)  , Nicaragua 

Guarantop-Government of  
Nicaragua 

I n s t i t u t o  de Vivienda Urbana 
( I v U  ) , E l  Salvador  

Guarantor-Government o f  
E l  Sa lvador  

Banco Obrero ,  Venezuela 
Guarantor--Government of 

~enezue&' 

8/2/62 Low-income housing,  most ly  
urban.  Annual income brac- 
k c t s  US$ 428-US$ 2,200 
( w i t h  6 0  u n i t s  up t o  US 
$3,000) .  2 ,850 u n i t s ;  c o s t  
i n c l u d i n g  l a n d :  from US$l ,5? l  
up t o  US$ 3,700. One-half 
b u i l t  by s e l f - h e l p  and mutual  
a i d .  Relending r a t e :  n o t  o v e r  
Sb ( l e s s  f o r  l o w e s t  income 
c a t e g o r i e s ) .  20-25 y e a r s  
te rm.  

6/7/62 Urban housing f o r  low-income 
groups .  (US$ 5 7 6 4 1 , 5 3 6  p e r  
annum). 5,000 u n i t s .  Cost  
i n c l u d i n g  l a n d :  up t o  
US$ 3,200; one-half h u i l t  by 
a i d e d  s e l f - h e l p .  Reiending 
r a t e :  6%; 20-10 y e a r  t e r m  

6/8/62 Urban h o u s i n g  f o r  low-income 
groups .  Annual income 
bracket-US$. 715-US$ 2,700. 
5 ,7 l  0 u n i t s :  c o s t  i n c l u d i n g  
l a n d :  from US$ 2,400 t o  US 
$4,806; r e l e n d i n g  r a t e  n o t  
o v e r  4 t o  7%; 30 y e a r  term. 

I Cost  % O f  Provided I 1 ----T--TT;;F 
Annual I r t e r . o s t  

51.7% Menhers'  d e p o s i t s  21 Years  1 .25% 
8 1 ,069,200 20.9%; N a t i o n a l  

Housing l o a n  
10.8%; borrowers '  
p a r t i c i p a t i o n  
( l a n d )  20.0% 

0 %  S e c r c t . ~ r . i . i  d+ Re- 20 Years  2 .75b 
$ 6,189,000 c u r s o s  Hidrau- 

l i c n s  254% 
S t a t e  o f  

luca t ,an  11 b 

:nb Glvernment of Ar- 1 5  Years  1 .25% 
5 :,(100,0(10 g ~ . n t i n a  (Note: i n  

a d d i t i o n ,  t h e  
L v e r n m e n t  has  
n l l n c a t a d  $1 2 mi l -  
l i o n  to pur.cnasa 
o t h e r  s i m i l i a r  
e iuipmrrLt) 

77% Homc-i,ujrersl re-  25 Yoars 1 .25% 
$ :,cX?,OOO x s n u r c e s  and 

s e l f - h e l p  11.3b;  
G>vnrrim.-nt of  

l i c a r a g o a  1 1  b 
IRVI 8.7% 

46% E l  Salvador  
$ 5,200,000 I V U 

Home-buyers 

21% 30 Years  
14% 
11% 

33.3% Banco Obraro  23.3% 22 Years  1.25% 
$ 5,000,000 Home-buyprs 10% 

2 Years  

2 Years  

2 Years  

2 Years 

2 Years  

a/ I n  a d d i t i o n  t o  i n t e r e s t ,  a commitment fee  of  0.758, p a y a b l e  i n  U.S. d o l l a r s ,  i s  charged o n  a l l  o p e r a t i u n s .  
T h i s  f e e  c o v e r s  t h e  A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  
The Government of Venezuela w i l l  a l s o  p r o v i d e  s c h o p l s ,  community c e n t e r s ,  e t r .  c o s t i n g  $2,200,900 a t  t h e  
p r e s e n t  o f f i c i a l  exchange r a t e  (3 .35  Bs. t o  $1). The government i s  p l a n n i n g  to  spend  US$766,OS?,DOO i n  housing.  



, r 4 i . 7 .  

$ , l J , / O l I  l i l ,  Nordr,:;tt: 
Ag<,ncios, Sttit , ,  
Glvi.r.r~mi~nt-26% 

$'7 47,700 PI.  /+80 
" <,ullti..rp""t 
funds1'  L% 

1 % ACAR 
$ h,h00,00P OL.4 m i l l i ~ r :  3id 

C ~ i x a  an< Bonco 

Caixa  Econamica do Estado de 10/31/62 Kxpmsion o r  .tgr-i-ul.tur.al , ,re+ 
Minas k r a j  s ,  B r a a i l  i t  ( i n r l u d i r , g  f j n n r w i n g  ol' 

Cuar.antor--State of Minas t o r n  homos an6  truildimgs, f o r  
G e r a i s  Low-income f a r m e r s ) .  Agri- 

r u l t u r  a 1  t.r.edi!,s n v e r a p  
f rom US$ 166 t o  US$ 800, f o r  
2-12 y e a r s ,  a t  n o t  o v e r  7%.  
S e l f - h e l p  housing c r e d i t s  
n o t  t o  exceed US$ XiIO. 

B r a z i l  $1.3 m i l l i o n  
10%; Sc,lf-help 
$1.7 m i l l i o n  7% 

I n s t i t u t o  Mexicana de I n v e s t i -  8/30/62 A - l u i s i t i o n  of r e s e a r c h  e l l l ip-  
gaoiones  Tecnologicas ,  A.C., ment ahd l a b o r a t o r y  appa- 
?+~ix i ' a ius .  

Cud, arLor --iiaoionai F i n a n c l e r a ,  
S.A. 

d G/ 15 Years 1 .?@ 1-1/1 Years  

2 Y e ~ r s  Naclonal  F i n a n c i e r a ,  S.A. f o r  6/15/62 Improved use of approximate ly  
u s e  of S s c r e t a r i a  de Recur- 12,500 o w e s  of a g r i c u l t u r a l  
53s H i d r ~ u l i c o s  de Mexico l a n d  i n  s m t h e r n  Yucatan 

Guarantor--Government of Mexico through bor ing deep w e l l s ,  
i n s t a l l i n g  pumping equipment, 
r r o n s t n c t i o n  of  d i t c h e s  and 
r h a n r ~ s l e ,  b u i l d i n g  of ser- 
v i l e  m a d s .  

60% S ' c r o t a r i a  6 %  >fl Years 1.25% 
$ 1,00!1,000 O-nef i ted  smal l  

f s r m e r s  34$/ 

C a j a  C e n t r a l  de Ahorros y  6/73/62 S t r e n g t h e n  savings  & l o a n  sys- 
Prestamas de i h i i e  tem, encourage p r i v a t e  sav- 

Gwrantor--Government of C h i l e  i n g s  and s s s i s t  i n  f i n a n c i n g  
housing through c o o p e r a t i v e s .  
2,300 law-income housing 
u n i t s .  Average c o s t  p e r  
house: US 53,300; average  
annuaL income p e r  f a m i l y  
benefitted--US $1,400. Tcrm 
15-25 year;.  Relending r a t e  
t o  home buyer-about  6% a 
y e a r .  

I n s t i t u t o  de Acuedurtos y  Al- 6/11,/62 I n s t a l l a t i o n  aud/or improvement 
c a n t a r i l l a d o s  Nacionales  d e  o f  water  -upply sys tems i n  
Panama (IDAAN) 7 Panamanian towns.  
Guarantor  - -~ovsrnment  of 

Panama 

28$/ 17 Years  2.75% 2 Years  

g/ I n  a d d i t i o n  t o  i n t e r e s t ,  a  conrmitment fee of  0.75%, payable  i n  L . S .  d o l l a r s ,  i s  rhareed o n  a l l  o p e r a t i o n s .  
This  f e e  c o v e r s  t h e  Adminis t r i l t ,nr ' s  sdnir:istrsti:.c c o o t s .  
I n c l u d e s  $112,000 f o r  t e c h n i c a l  a s s i s t a n c e .  

s/ Nacional Finzinciera ,  S.A., Banco Nacional de Comercio E x t e r i o r ,  S.A. and Banco de Mexico, S.A., w i l l  
p r o v i d e  o v e r  $500,000 a n n u a l l y  t o  c o v e r  t h e  annual  o p e r a t i n g  expenses of t h e  I n s t i t u t o ,  i n c l u d i n g  p r o v i s i o n  of 
$L0,000 f a r  purchase  and maintenance of equipment. 

d/ I n  a d d i t i o n ,  t h e  b e n e f i t e d  farmers  w i , l l i n v e s t  $L90,000 i n  a g r i c u l t u r a l  equipment o v s r  a p e r i o d  of f o u r  y e a r s  
f o l l o w i n g  comple t ion  of  t h e  p r o j e c t .  

e/  In a d d i t i o n ,  t h e  s a v i n g s  r e c e i v e d  by t h e  savings  and l o a n  a s s o c i a t i o n s  d u r i n g  t h e  2 disbursement  y e a r s  a r e  
w n s e r v e t i v e l y  e s t i m a t e d  a t  2,800,000 escudos ($2,000,000) ,  which would i n c r e a s e  t h e  t o t a l  comhinpd r e s n u r r e s  t o  
$'3,!,97,000 a f  which t h e  SPTF l o a n  r e p r c s c n t s  51%. 

L/ T d i i n g  i n t o  a c c o u n t  t h e  c o n s t r u c t i o n  of sewerage and o t h e r  s a n i t a t i o n  p r o j e c t s  whjch IDAAN p l a n s  t o  r i n a n c e  
d u r i n g  t h e  n e x t  f o u r  y e a r s  wi th  i t s  own r e s o u r c e s  under  t h e  n a t i o n a l  program, IDB1s c a n t r i l j u t i o n  would d iminish  
from 72% t o  approximate ly  47%. 

103 



INTER-MRICAN UFVELOPUENT BANK 
LOANS APPROVED FROM SOCIAL PROGRESS TRUST FUND 

(.Tuna 19, Iqhl--kcember  31, 1962) 

Date 1 Authorized 
i D;::q P r o j e c t  o r  Program Cas t  Provided 

i n  US Do l l a r s  by SPTP and 
Con t r ac t  Purpose o f  Loan o r  FquivaIont  

-- - L Lbl lx r  Amount 
-~ 

'/20/62 svpcrviscd r u r a l  < r r e d l t - 7 5 %  8 4,033,000 I .  L 
t o  incr- lnse a g r i c u l t u ~ . a l  $2, 5 JJ,tn> 
produ'.tlnn and improve 
m w k r t ~ n g ;  25% t o  r o n s t r u r t  
~ n d  improve Curm homrs and 
s t r u c t u r e s ,  c h i e f l y  t y  s u l f -  
hp lp .  Loan t a m s :  up t o  15 
y1.ars; ~ d l i n d i n g  r a t e :  n o t  
uver 6%; maximum r r e d i t  t o  
one firmer: US8 1 ,500  (50% 
of  . : r z i i t s  t o  average no t  
o v o r  US$ '150). Farm f ami ly  
income-US$ 100 a y e a r .  

1 CO;; {;:;ded 1 participation of 1 1 Annual l n t o r e s t  1 P e r i o d  
(Payab l e  i n  from Date o r  

Resources Loca l  Resources  Loan Term Local  ~ u r r e n c y ) d  Loan Con t r ac t  
-~ - - 

Borrower 

6/14/62 Banco Nacional  de Nicaragua 
(BNN) 

E.J4,080,000 88,500,000-165 53% lR4 58% 30 Years 
(IISE loan 2,scn,ono Prom h l d  $ i~ .o ; a , oan  

2.758 2 Years 7/12/62 l n s t ~ t u t o  Nacional  de  Fomento 
Municipal  de  Colombia 

Guarantor-4ouernment  of 
Colombia 

I62 Water supp ly  and sewerage 
s e r v i c e  i n  more than 700 
urban c e n t e r s  and en l a rge -  
ment and improvement of  t h e  
po t ab l e  water  system In t h e  
c i t y  d O u d n ~ ~ e " t W B .  

fo r  spec i e1  0p- 
e r a t i o n s  a r d  US 
$ 1 , 0 c a , m a  I a n  
from the  X n k ' s  
o rd ina ry  capi-  
t a l  resources); 
t o t a l  US8 
I s,oao,a00-4~?. 

Saciedod Promotora de  Vivlendas - 
Ecanamicas L iml t ada  
(PROVIEN) do Ch i l e  

Cuarantor--Corporation de 
Fomento de l a  Production 
(CORFO) 

, u s ing  f a r  low-illmmc s e c t o r s  
( up  t o  ?0&-llS$ 105 monthly; 
t h e  rust--a  maxmum of  US 
81 30 monthly) .  1  ,'NO un l t s - -  
p o r r h . ~ s c r ' s  sov lngs .  St-rvica 
on sub-loans:  " l l t  t o  cxcceil 
25% of  monthly family income 
of  b e n e f i c i a r i e s .  

$ 7,h/,L,817 26% 74% CORYI 50% 21 Ycars 

8 2,001,000 $ 5,64?,8',7 Lands 6% 
Sav ings  4% 
S.3lf-help 14% 

Bmco de  Guatemala 10/1/62 Urban housing for low-income 
s e c t o r s  (US$ 40-US$ 110 
monthly) .  5 ,260 u n i t s  i n  
t h e  c i t i e s  of Cuatcmsla ,  
Antlguu,  Zurapn--3,260 u n i t e  
b u i l t  by s e l f - h e l p  system; 
2,000 u n i t s  by s av ings  and 
l oan  a s s o c i a t i o n e .  Relending 
r o t e  t o  b a n c f i c i a r i e s :  up 
t o  8% p e r  snnum, w i t h  a 25 
y e a r  mximum term.  

$13,740,000 48.5% 5 1 . 5 %  I n s t ~ t u t a  Coopern- 27 Y e a r s  
5,  11~ ,00&/  5,1&:,000 t ~ v o  l n t e r amer i -  

can0 28.5% 

1 .2% 7 Years 
(1ClV) 
2-1/2 Years 

(CCAPI Ca j a  C c n t r a l  de 
Ahorro y P re s -  
tarnos 23% 

$ 7,158,bW 51.5% 1 - 3 8  P r i o r  savings 7% 26 Years 
8 3,8:0,00&/ $ 7 ,  ,08,000 Ldnd and zppurte-  

noncrs 17.3% 
Mutual a i d  13.7% 
PL L80 7.5% 

1.258 2 Years Bnnco do Nordestr do i l r a ~ i l ,  - 
S.A. 

Urban housing f o r  lou-income 
s e c t o r s  (maximum 4 t imes t h e  
e f f e c t i v e  minimum wage) .  
8 , 500  u n i t s .  Relending r a t e  
t o  b e n e f i c i a r i e s  t o  be r i x e d  
by Admin i s t r a t o r .  C r e d i t  
service:  n o t  t o  exceed 25% 
o r  monthly f ami ly  income. 

Banco Agr i co l a  de l a  Hopu t l i c a  10/12/62 
D m m i c a n a  

Guamntor-Gauernmcnt  of t he  
Dominican Republ ic  

A g r i c u l t u r a l  c r e d i t s  f o r  sma l l  
rarrnerd, e s p e c i a l l y  f o r  c u I t i -  
vn t i on  o r  r i c e ,  beans and 
po t a toe s ;  improved l and  use 
m d  market ing of  S a m  pro- 
d u c t s .  I n t e r e s t  and o t h e r  

t o  u l t i m a t e  harrower 
no t  t o  exceed 8% p e r  annum 
a f  t h e  m o u n t s  due. 

1.25% 2 Years 

70% 20 Years 1.258 2-1/2 Years Banco Nacionnl  de Famento de 12/1/62 
Honduras 

3uarantor--Bonco C e n t r a l  de 
Honduras 

A g r i c u l t u r d  c r e d i t s  f o r  sma l l  
farmers t o  i nczea se  produc- 
t i o n ,  c o n s t r u c t i o n  of  r u r a l  
housing,  and mark r t i ng .  
I n t e r e s t  r a t e  t o  b s n s f i c i s -  
r i e s  t o  be  f i x e d  by Adminis- 
t r a t o r  a n d  t h e  torrower,  v l t h  
1 5  y e a r  terms. 

8  3,575,000 70% 30% BNF 
$ 2,500,000 $ 1,075,000 

I n  s d d i t i a n  t o  i n t e r e s t ,  a comnitment fee of 0.758, p u y a ~ l e  i n  U.S. d o l l a r s ,  i s  ahwgsd  on a l l  ~ p e r a t i a n s .  
This  i e r  covers t h e  Admin i s t r o to r ' s  a d m i n i s t r a t i v e  c o s t s .  
I nc ludes  US$100,000 f o r  t e c h n i c a l  a s s i s t a n c e .  
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! Tat.31 Cost  of 
F:n,jc,.t o r  Pragr:~m 

i n  US u o ~ l a r s  
CUP f i ju ivaler l t  

Cost  ? r  r vi  J-d 
I 1 Pin L i v i p i i L i n r l  o f  
i t<  rtllir ' es  Laciil hi:sr~ur:rs I I 

k7.'7% 1NVE 1'1% 
0/ 7 , 3 0 f l , ~ 0 0  ::or>si?jo Dptnl .  de 

Montevideo 8% 
C o m e j u  Dpta l .  de 

Sor iano i% 
aanco Hipote-  

c a r i o  16 .7% 

2-1/2 Years  [ n s t i t u t o  A e r a r i o  ! iac ional  de 12/19/62 Consol ida t ion  of  r u r a l  s e t t l e -  
Venezuela ments through a n  a g r a r i a n  

;uararitor--Government o f  reform program, 
Veriezuela 

85% IAN 85% 
$71 ,000,000 

1  2% 
$ 1 0 , 0 0 0 , 0 0 ~ ~  

( I n  a d d i t i o n .  a  

20 Years 1  .25% 

us $2,700,000 
l o a n  from t h e  
Fund Tor Spec- 
i a l  O p e r a t i o n s  
3%) 

J n i v e r s i d a d  de C h i l e  12/19/62 To s u p p o r t  s program t o  en-  
Guarantor--Corporation de l a r g e  t h e  e d u c a t i o n a l  sys tem 

Fonento de l a  Produrc ion of  C h i l e ' s  r e g i o n a l  u n i v e r s i -  
(CORFO) t i e s .  

57% Univers idad de 
$ 3,924,000 C h i l e  m d  com- 

m u n i t i e s  57% 
t i o n  c o n t r i b u t e d  
US$ 623,000 t u  
t h e  f i r ianzing 
of  t h i s  program 

--9%) 

1 5  Years 1.25% 2-1 /2 Years 
$ 2,100,000 

(The Ford Founda- 

Univers idad Nacional  Mayor de 
San Marcos d e l  Peru  

Gusrantor--Government of Peru  

12/17/62 C o n t r i b u t i o n  t o  a  program t o  
e s t a b l i s h ,  m a i n t a i n  and e q u i p  
a pos t -graduate  s c i e n c e  de- 
nnrtm-nt,  to p r n v i d e  ad- 
vanced i n s t r u c t i o n ,  p r i n c i -  
p a l l y  i n  the b a s i c  s c i e n c e  
f i e l d s .  

50% 21% Univers idad Nacio- 15 Years  1.25'6 
$ 1 , 5 0 0 , 0 0 d  $ 622,000 n a l  Mayor d e  San 

( a n o t h e r  29% Marcos 21% 
e q i - i t z 6  t o  O t l ~ e ~ .  .,vu~~:e. 2% 
come from 
o t h e r  e x t e r -  
n a l  s o u r c e s )  

2  Years  

2-1 /2 Years 3 a x o  H i p o t e c a r i o  Nacional  de 
Argent ina  

- Urban housing f o r  low-income 
s e c t o r s  (up t o  US$ 200 
monthly  f o r  f a m i l i e s  w i t h  
more t h a n  6 members and up 
t o  US8 150 f o r  s m a l l e r  fami-  
l i e s )  15,000 units--50% i n  
c o o p e r a t i v e  p r o j e c t s ,  20% 
i n  p r o j e c t s  a s s i s t e d  by 
o f f i c i a l  housing a g e n c i e s ,  
10% i n  p r o j e c t s  a i d e d  by 
p r i v a t e  e n t e r p r i s e ,  10% 
u n d e r  s e l f - h e l p  system, and 
10% r e p r e s e n t i n g  housing t o  
be r e h a b i l i t a t e d .  

50% 50% P r i v a t e  
$30,000,000 810,000,000 e n t e r p r i s e  3.3% 

R e c i p i e n t s  12% 

25 Years 1.25% 

P r o v i n c i a l  and 
m u n i c i p a l  
housing i n s t i t u -  
t i o n s  5% 

Trade  unions  and 
c o o p e r a t i v e s  

12.5% 
Banco Nacional  

H i p o t e c a r i o  
17.2% 

68% 32% l n s t i t u t o  de 27* Years  1.25% 
$ : ,OOO,OOL? $ L69,033 Vivierida 21% 

B e n e f i c i a r i e s  11% 

2-1/2 Years I n s t i t u t o  de l a  Vivienda de 
Honduras 

Guarantor-*vernment of  
Honduras 

- Urban housing f o r  low-income 
...in._. (11~8  5 5 4 ~ 8  I?O 
monthly) 716 u n i t s .  S e r v i c e  
on l o a n s  to b e n e f i c i a r i e s :  
n o t  t o  exceed 25% o f  f a m i l y  
income. 

a/  I n  a d d i t i o n  t o  i n t e r e s t .  a  commitment f e e  of 0.75%. nayable  i n  U.S. d o l l a r s .  i s  chareed o n  a l l  o ~ e r a t i o n s  - . . . .  
T h i s  f e e  covers  t h e  A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  

b/ I n c l u d e s  US$100,000 f o r  t.e,:hnicai a s s i s t a n c e .  - 

c/ I n c l u d e s  US$200,000 f o r  t e c h n i c a l  a s s i s t a n c e .  
dJ I n c l u d e s  US$120,000 f o r  t e c h n i c a l  a s s i s t a n c e .  



INTER-AMERICAN DEVELOPMENT BANK 
LOANS APPROVET FROM SOCIAL PROGRESS TRUST FUND 

(June  19,  1961-kcember 31, 1162) 

Banco Nacional  de Fomento de 
Paraguay (DNF) 

Guarantor--Gavernment of 
Paraguay 

C e n t r a l  American U n i v e r s i t i e s  
R c p r c s e n t a t i v e  and f i n a n c i a l  

agent :  Banco Centro-Ameri- 
cano de I n t e g r a c i o n  Econo- 
mica 

Guarantor--Gavernment o f  each 
C e n t r a l  American c o u n t r y  

UisLursement 
1 

Gavernmcnt of  t h e  Dominican 
Republ ic  

Nacional  Financiers, S.A. d e  
Mexico 

Guarantor--Government of Mexico 

Date of P r o j e c t  y:p:~~:d o r  Program C o s t  Provided C o s t  by  L o c a l  Provided P a r t i c i p a t i o n  of  I Annual I n t e r e s t  P e r i o d  
T o t a l  Cost  of  

Corporation a a l i v i s n a  de 
F o m ~ n t o  

G l ~ a r a n t o r - E a n c o  C c n t r a l  d e  
B o l i v i a  

$ o f  T o t a l  

I L. I - I I I I I 

. - Improved u s e  of  l e n d  s n d  mar- $ 4,118,000 66.9% 1 BNF 21.7% 2% Years 1.25% 2 Years  
k e t i n g  of  a g r i c u l t u r a l  pro- $ 2,900,000 5 1 ,L18,OOO M i n i s t r y  of 
ducts: 0nl; farmers  vhb a r e  
p e r s o n a l l y  working farms 
w i t h  l e s s  t h a n  30 h s c t a r e s  
of  l a n d  may b e n e f i t .  Maxi- 
mum sub-loan: US$ 1 ,500.  

(Payable  i n  
L o c a l  Currency)&/ L o c a l  Resources  I Loan Term 

- To f i n a n c e  an advancsd edu- 810,811,000 
c a t i o n  program i n  5 C e n t r a l  
American ~ . o u n t r i e s  and t o  
encourage  t h e  u n i v e r s i t y  i n -  
t e g r a t i o n  e f f o r t  i n i t i a t e d  
by t h e  C e n t r a l  American Su- 
preme U n i v e r s i t y  Council.  

from iiate of 
Loan C o n t r a c t  

- Housing f o r  low-income s e c t o r s  $ 6,175,000 
(US$ 30-US$ 180 monthly) 
5,000 u n i t s - s e l f - h e l p  and 
mutual  a i d  sys tems.  I n t e r e s t  
r a t e  t o  u l t i m a t e  borrower up 
t o  7% p e r  annum, w i t h  25 y e a r  
t e r m s .  

i n  US D o l l a r s  
o r  Equivalent  b l l a r  A m u n t  Purpose of  Loan 

- To h e l p  low-income f a r m e r s  $ 6,000,000 
through c o n s t r u c t i o n  of i r -  
r i g a t i o n  and d r a i n a g e  works 
i n  t h e  watershed a r e a  of 
Lema-Chopala-Santiago. 

Resources  
Loan 

C o n t r a c t  
Date 

Author ized  

- S e t t l e m e n t  of  approximate ly  $21,450,000 
8 ,000 low-income farm f m i l i e s .  

Borrower 

4 I n  a d d i t i o n  t o  i n t e r e s t ,  a c o m i t m e n t  f e e  oi. 0 .756,  payable  i n  U.S. d o l l a r s ,  i s  charged on a l l  o p e r a t i  
T h i s  f e e  covers  t h e  A d m i n i s t r a t o r ' s  a d m i n i s t r a t i v e  c o s t s .  

bJ I n c l u d e s  US$100,000 f o r  t e c h n i c a l  a s s i s t a n c e .  
CJ I n c l u d e s  US(200,OOO f o r  t e c h n i c a l  a s s i s t a n c e .  

A g r i c u l t u r e  2 .1% 
Gsvernment 9 .2% 

27% 27% U n i v e r s i d a d e s  l a  Years 1.25% 2 Years  
$ 2,925,000 $ 2,325,000 Centro-  

(Thp remaining amer icanas  27% 
46% w i l l  be con- 
t r i b u t e d  by 
o t h e r  i n s t i t u -  
t i o n s )  

55% 45% P ~ i r c h a s e r s  21.5% 27 Years  1 .25% 2-1/2 Years 

$ 3,500,00& $ 2,875,000 Gcrvernment 21.5% 

50% 50% P u r c h a s e r s  15 .0% 20 Years  1 .?5z 2 Years 
$ 3,000,000 $ 1,000,000 S n c r e t a r i a  de 

Recursos  y 
H i d r a u l i c o s  35.0% 

10.3% 47% Gavernment of 25 Years 1 .25% 3 Years  
$ 6 , i O 0 , 0 0 ~ /  $10,100,000 B o l i v i a  L7% 

( I n  a d d i t i o n  US (The remaining 
52 600 000 10.7% of  t h e  
g r h e A  from t h e  c o s t  w i l l  be 
Fund f o r  Spec- provided by 
i a l  Opera t ions ;  o t h e r  f o r e i g n  
t o t a l  US$ a i d )  
9,100,000-12%) 

ons. 



THE INTEi-AMERICAN PROGRAM FOR SOCIAL PROGRESS must not ba divu1g.d lo unmuthorizad Indi- 

Housing 

Under t h e  18 housing loans t h e  SPTF has made i n  1 5  countries,  some 
16n, nnn , ,mi  +- vi 1 LC Fl.:il fzr ?en, nnn =c;,;r,r. I:, k,,tU UiLA 
Colombia, fo r  example, the  former 770 ac re  a i rpor t  has become 
Techo, a new c i t y  of hope fo r  9,880 families, 71,800 persons. New 
br ick and concrete dwellings a r e  being constructed by the famil ies  
themselves -- with the  help of a - l a r g e  loan from the Trust Fund. 
Almost ha l f  of a l l  houses i n  p ro jec t s  with IDB support a r e  being 
constructed under some form of se l f -help  system. Ten percent a r e  
i n  cooperatives and 5$ by the  savings and loan method. The income 
of half  the  owners is  i n  the  range of $30 t o  $80 a month. Half the  
homes w i l l  be constructed a t  a cost  of $1,500, almost a l l  the  r e s t ,  
under $4,000. T i t l e s  have already been delivered f o r  over 8,000 
houses, and another 16,000 homes a r e  being b u i l t .  

Eousisg has rcceiv& gi-lority a t t e n t i o n  for. ihree  reasons. F i r s t ,  
t h e  lack of decent housing i s  the  most v i s ib le  of a l l  Latin 
America's problems. New houses, therefore ,  a re  the  most dramatic 
of a l l  physical signs of soc ia l  progress. Second, the  preparations 
of housing p ro jec t s  present fewer technical  d i f f i c u l t i e s  f o r  an 
underdeveloped country than do other soc ia l  progress areas .  Engi- 
neering problems a re  minimal; and a housing industry, no matter how 
primitive,  i s  already i n  existence.  Concrete r e s u l t s  of se l f -help  
a r e  most apparent i n  t h e  housing sec to r  where, with ass is tance of 
construction mater ia l  and technical  advice, individuals can do the  
bulk of the  work themselves. Third, home ownership provides a 
s take i n  socie ty  and therefore  a sense of civic respons ib i l i ty  
which i s  v i t a l  i f  s o c i a l  progress under the  Alliance is  t o  become 
sel f -susta ining.  The loans s t imulate  the  development of permanent 
savings ins t i tu t ions ,  such as savings and loan banks. 

Water and Sani ta t ion 

Seventeen water and sewerage loans i n  ten countries w i l l  provide 
933 water and sewer systems f o r  14.5 mill ion people. I n  making 
these  loans ,  the  IDB has ins i s t ed  on effect ive  measures t o  assure 
e f f i c i e n t  construction and operation -- including t h e  charging of 
r a t e s  which w i l l  cover a t  l e a s t  the  cos t s  of operation and mainte- 
nance of the  systems, and, wherever possible, the  servicing of the  
loan. 

w i l l  extend servicc  t o  soine 3eG,0G0 low-ir~come peopie whose in lan t  
n o r t a l i t y  r a t e  considerably exceeds the average fo r  the  r e s t  of 
t h e  c i t y  and whose incidence of typhoid fever i s  very h i g h .  S i m i -  
l a r  loans have been undertaken fo r  seven other Brazil ian c i t i e s ,  
and c i t i e s  in Chile, Colombia, El Salvador, Ecuador, Guatemala, 
Mexico, Panama, Uruguay and Venezuela. 

Land Reform 

I n  the  f i e l d s  of land settlement, land reform, and b e t t e r  land 
use, the  SFTF has made 13 loans i n  11 countries.  As i n  the  case 
of water systems, many of these  loans have become the  ca ta lys t  
for  b e t t e r  resource a l loca t ion .  Following reforms and evidence 
of progress which these  loans bring, fur ther  financing i s  of ten 
avai lable  from conventional lending sources. Some 380,000 farmers 
w i l l  benef i t  from the  SFTF programs. Twent,y t.hnusa-nd c m l l  
farmers have already received c r e d i t s  under these  programs. While 
56% of t h e  loans goes fo r  a g r i c u l t u r a l  c red i t ,  34$ goes for  coloni- 
zation and settlement programs, r e la ted  t o  agrarian reform. In 
Bolivia and Venezuela, these  loans form par t  of broad nat ional  
land reform e f f o r t s  which a r e  transforming t h e  countryside and 
beginning t o  stem the  flow of surplus workers t o  the  c i t i e s .  
Lower i n t e r e s t  r a t e s  t o  the  farmer, a condition of these loans, 
have been instrumental i n  bringing down t r a d i t i o n a l l y  high l o c a l  
i n t e r e s t  r a t e s  generally.  

Higher Education 

In higher education and advanced technical t ra ining,  SFTF seed 
c a p i t a l  is  being used i n  nine countries t o  bui ld  and strengthen 
i n s t i t u t i o n s  i n  f i e l d s  d i r e c t l y  re la ted  t o  economic and s o c i a l  
development. The Trust Fund is  financing par t s  of programs t o :  
( a )  provide equipment fo r  advanced technical  education f o r  t h e  
national. un ivers i t i e s  of Argentina ( t h e  Inter-University Council 
w i l l  ass ign quotas re la ted  t o  t h e  e f f o r t s  of the  un ivers i t i e s  
themselves t o  i n i t i a t e  programs of improving academic administra- 
t ion,  teaching and research a c t i v i t i e s ) ;  ( b )  e s tab l i sh  f i v e  
regional colleges in  Chile, a s  pa r t  of Chi le ' s  expansion program 
of bringing higher education t o  people i n  the  provinces; ( c )  
acquire laboratory equipment i n  Mexico; ( d )  i n s t a l l  a department 
for  basic sciences a t  San Marcos University i n  Peru; and ( e )  

It i s  estimated t h a t  over 35 mil l ion urban dwellers in  Latin 
America lack home water service .  Deficiencies a r e  even more acute 
with regard t o  sewerage f a c i l i t i e s .  SFTF loans i n  t h i s  area  have 
been par t i cu la r ly  effect ive  i n  reaching people i n  slum and low- 
income neighborhoods. For example,.the SFTFis helping t o  finance 
t h e  expansion of the  Rio de Janeiro, Brazil ,  sewerage system. It 

develop a comprehensive program i n  basic sciences and provide the  
necessary books and equipment f o r  the  f i v e  Central  American coun- 
t r i e s .  

Physical Accomplishments 

Physical progress of SFTF lending i s  already beginning t o  be seen 
throughout Latin America. 



Phys ica l  HrsulLs up Lo December 31, 1962 and t o  Lhe Completion of the ~ r o j e c t s ~ y  

country 

Argentina 

Bolivia 

Braz i l  

Chile 

Colombia 

Costa Rica 

Dominican Republic 

Ecuador 

E l  Salvador 

Guatemala 

Honduras 

M d c o  

Nicaragua 

Panama 

Paraguay 

Peru 

Uruguay 

Venezuela 

Regional Loan 

m D  TOTAL 

I HOUSING 

~ e n e f i c i a r l e d  hour i t  1 un;:s cofs;r:y 1 To 
of Loans 

End of 
12/31/63 Project 1 3 / 6 3  Projec t  

Systems In s t a l l ed  
- - 

End of 
12&6; 1 Project  

- - . 

WATER SUPPLY AND/OR SEXERAGE FACILITIES A G R I C U L ~  
7-- -- 

i a r i e d  

I 
-- 

End of 
Projec t  

1 No. of Loca l i t i e s  Bene f i c i a r i e sg  Beneflc 1 End of 1 To 1 End of To 
Project 12/31/63 Projec t  12/31/63 1 2 1 6  Projec t  T 

NOTES: * Although t h i s  t ab l e  includes loans fo r  education and advanced t ra in ing,  t h e  physical r e s u l t s  of such operations a r e  not included because t h e i r  na ture  does not permit 
accurate ca lcula t ions  of t h e  numbers d i r e c t l y  benefited. 

d Based on ioans approved t o  December 31, 1962 
bJ Almost all  t h e  projec ts  a r e  t o  be completed by the end of 1965. 
CJ Number of persons per un i t ,  a s  planned fo r  each project;  i f  data i s  not avai lable ,  6 persons per un i t .  

"Beneficiaries" includes those helped by new services a s  wel l  as  by improvements in inadequate services.  
4 Based on an average of 6 people per  r u r a l  family. 
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I Shaded areas are SECURITY CLASSIFIED and I 
must not be divulg*d to unau1horir.d indi- 
viduals. All dthar material is unclassilbd. 

THE INTER-AME8ICAN PROGRAM FOR SOCIAL PROGRESS 

The Needs and the Program Loan Applications 

The remarkable response to the SFTF has clearly demonstrated that Some examples of the applications on file for Trust Fund financ- 
the need for social progress is growing and that the Alliance ing in FY 1964 follow: 
effort is generating a development momentum in Latin America. 

Housing for Low-Income Groups. A major effort will be undertaken, 
The United States and the IDB have given impetus to this momentum in a small country, to begin to cope with the desperate housing 
by encouraging self-help and reforms aligned with Alliance objec- plight, especially in rural areas, of its low-income families 
tives. If the IDB is to function successfully in promoting social earning from $30 to $68 per month. The proposed program includes 
development, the Trust Fund must be replenished. the construction of more than 3,000 homes under the aided self- 

help technique. The families will work cooperatively, on their 
Renewal of the Trust Fund will demonstrate the serious desire of own time, to build their own homes. The program also contemplates 
the United States to assist Latin American development, especially the initiation of a modest savings program for these families. 
to assist the people of Latin America, and do so not only through Successful experience in other Latin American countries of proj- 
bilateral aid, but also on appropriate lending terms through multi- ects of this type provide a model for this undertaking. Amount 
lateral lending institutions in which all member nations partici- requested: $2,000,000. 
pate in the joint decisions. 

A major slum clearance effort in one of the largest of the South 
The magnitude of the response to the Trust Fund's establishment American countries is contemplated. The income levels of the 
has been remarkable. During the life of the Trust Fund, applica- families to be benefited by the program range from $30 to $80 per 
tions in excess of $1 billion has been received. When it became month. The 26,000 homes resulting from the loan will be matched 
apparent last s m e r  that the Trust Fund could be overcomitted with an equal amount from local resources. The solutions which 
within its first 18 months--and when it seemed improbable that are contemplated include a very substantial element of self-help 
the Fund would be replenished before mid-l963--a deliberate effort and plans are already well advanced for the execution of this 
was made to discourage new applications. In addition, the back- project . Amount requested: $10,000,000. 
log of pending applications was drastically reduced by formal 
rejections. Still, on December 31, the Trust Fund had only $70 Land Settlement and Improved Land Use. ~ildt colonization project 
million left to lend against 75 priority applications on hand to demonstrate the feasibility of settling low-income farm fami- 
amounting to $359 million. ?"ne applications on file include 24 lies in an area similar to the western Great Plains in the United 
for land settlement ($142 million), 16 for housing for low income States. This project can put into production about 350,000 acres 
groups ($95 million), 19 for water supply and sanitation (35 mil- where experimental crops have proven the productivity of the land. 
lion), and 16 for advanced education ($89 million). This is but a small section of the area available for coloniza- 

tion. There are a great may low-income rural families in this 
Even this does not give a complete picture of the tremendous region. The loan will help to finance the cost of the various 
demand for external resources in the social development field. infrastructures involved in this colonization project and the 
The IDB has worked increasingly close with the development organi- initial settlement of some 1,500 families. Amount requested: 
zations within its member countries, upgrading planning process $7,360,000. 
and helping to establish priorities for potential investment of 
social funds. Due to a lack of resources, however, most of these Construction of 29 small irrigation projects. Ditches to indi- 
high priority plans have not been translated into formal IDB loan vidual farms would irrigate about 95,000 acres in a farming area 
applications. In addition,' the Bank has joined with A.I.D. and where more than 200,000 low-income rural people reside on pre- 
other international lending agencies in the review of countries' dominantly small farms. With irrigation, they expect to produce 
development plans. Again, lack of resources has precluded firm 226,000 tons of food crops annually, with a current value of $4 
planning for participation in such social investment by the SFTF. million, which will result in a greatly improved standard of liv- 
On the other hand, it has had valuable effects in building momen- ing. Amount requested: $9,400,000. 
tum for social progress in the Alliance countries and encouraging 
them to make the best use of local resources in social progress Community Water Supply and Sanitation Facilities. Water supply 
fields . for a capital city and suburb with a population of 165,000 of 
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which only 40$ havt house connections. The majori ty of t h e  popu- 
l a t l o n  a r e  i n  low-income sec to r s ,  with a monthly income equivalent  
t o  approximately $40. Because t h e  present  source of water supply 
5 -  5.15- :c~ta.-',czt,2, t:., ,,,Lei Jcl ved LalllluL ue wrlsluereu 
"potable ."  Operation and maintenance of t h e  system w i l l  be pro- 
vided through f l e x i b l e  water t a r i f f s  t o  be paid f o r  by t h e  use r s .  
The implementation of t h i s  p ro jec t  would s a t i s f y  t h e  needs of t h e  
a rea  u n t i l  1970 when t h e  population i s  expected t o  be around 
182,000 inhab i t an t s .  Amount requested:  $2,150,000. 

Improvement and expansion of water supply systems i n  t h r e e  c i t i e s  
of a South American country wi th  a t o t a l  population of 521,000 
represent ing  50% of t h e  country ' s  t o t a l  urban population.  Present  
s e rv i ces  i n  t h e s e  t h r e e  c i t i e s  a r e  e n t i r e l y  inadequate.  The 
q u a l i t y  of t h e  water is  poor and only 6@ of t h e  population is  
served on an i n t e r m i t t e n t  b a s i s .  Net annual per c a p i t a  income of 

-4:. ,. I.--- v o F ~ ~  r r  JC . ~ ~ l l ~ f i c i a i - i r s  r~oL over $400. Amount requested:  
$4,700,000. 

Advanced Education and Training.  A South American t echn ica l  uni-  
v e r s i t y  wi th  an exce l l en t  teaching l e v e l ,  operating i n  a very con- 
cen t r a t ed  i n d u s t r i a l  a rea ,  is  in t e re s t ed  i n  expanding i t s  teaching 
and r e sea rch  a c t i v i t i e s .  The p ro jec t  is designed t o  improve t h e  
teaching of var ious  engineering s p e c i a l t i e s  and research  i n  t h e  
same f i e l d s  through a r a t i o n a l  provision of equipment f o r  work- 
shops and l abora to r i e s .  Apart from the  "mul t ip l ie r  e f f e c t s "  of 
investments i n  t h e  educational  f i e l d ,  t h e  requested loan w i l l  
d i r e c t l y  b e n e f i t  a  s tudent  population of more than 5,000 which 
grows a t  a  r a t e  of 10$ annually.  Amount requested: $5,000,000. 

The app l i can t ,  which i s  the  only s i g n i f i c a n t  un ive r s i ty  i n  a coun- 
t r y  of a predominantly a g r i c u l t u r a l  economy has an enrollment of 
more than 5,000 s tudents .  It has withstood long yea r s  of' i s o l a -  
t i o n  and l ack  of resources,  and now shows grea t  i n t e r e s t  i n  improv- 
ing  i t s  teaching and academic l e v e l s .  The projec t  w i l l  permit 
t h i s  u n i v e r s i t y  t o  obta in  equipment and teaching ma te r i a l  f o r  t h e  
teaching of agronomy, ve t e r ina ry  medicine and bas i c  sc iences .  
This  is  p a r t  of a genera l  program f o r  t h e  development of t h e  uni-  
v e r s i t y  under t h e  auspices of s eve ra l  i n t e rna t iona l  i n s t i t u t i o n s  
and t h e  na t iona l  government. Amount requested: $1,000,000. 

Coordination of Effor t  

The Unit& S t a t e s  has prepared ca re fu l  and de ta i l ed  "country s t r a t -  
eg i e s"  t o  de f ine  i t s  a i d  posture toward each of t h e  Al l iance  coun- 
t r i e s .  I n  t h e s e  s t r a t e g i e s ,  A.I.D. remains the lender  of l a s t  
r e s o r t .  I n  1964, t h e  Trus t  Fund w i l l  r e t a i n  the  primary responsi-  
b i l i t y  i n  t h e  f i e l d s  of s o c i a l  progress in which it has been 

opera t ing  s ince  1951. No. change i n  the  bas i c  precepts  of t h e  
Trus t  Agreement is  contemplated. It is  obvious, however, t h a t  
t h e  United S t a t e s  w i l l  continue t o  support ,  t h r m ~ p h  it9 ry-rnEnq- 

t a t l o n  on t h e  IDB, those  loan app l i ca t ions  which a r e  most con- 
s i s t e n t  wi th  t h e  country s t r a t e g i e s .  A.I.D. w i l l  a l s o  continue 
t o  a c t  b i l a t e r a l l y  when such ac t ion  i s  necessary t o  promote U.S. 
and Al l iance  i n t e r e s t .  

E f fec t ive  coordination between A.I.D. and IDB is  e s s e n t i a l  t o  
assure  e f f i c i e n t  a c t i o n  f o r  s o c i a l  progress .  The U.S. Coordinator 
of  t he  Al l iance  f o r  Progress i s  i n  almost d a i l y  contac t  wi th  t h e  
U.S. Ekecutive Director of t h e  IDB. A s p e c i a l  o f f i c e  i n  t h e  
Department of S t a t e ' s  economic and p o l i t i c a l  bureaus f o r  Lat in  
America assures  consistency wi th  bas ic  U.S. fore ign  pol icy .  I n  
addi t ion ,  t h e r e  is  a continuous exchange of U.S. views between 
A . I . D .  and IDB personnel  a t  t h e  working l e v e l .  The IDE has r e s i -  
dent  r ep resen ta t ives  i n  12 countr ies .  The U.S. country teams i n  
t h e  f i e l d  a r e  informed of IDB plans and con t r ibu te  d i r e c t l y  t o  
shaping t h e  U.S. pos i t i on  on var ious  IDB opera t ions .  

Such coordinat ion  has made it poss ib le  t o  ca r ry  forward momentum 
i n  s o c i a l  progress i n  cases where t h e  need f o r  a s s i s t ance  has 
been beyond t h e  resources of t h e  SPTF. For example, Mexico has 
faced se r ious  problems of r u r a l  poverty and un res t ,  and has 
requested large-sca le  a s s i s t a n c e  i n  t h e  f i e l d  of supervised a g r i -  
c u l t u r a l  c r e d i t .  While t h e  IDB was w i l l i n g  t o  help,  it was obvi- 
ous t h a t  it could not  support  t h e  program t o  t h e  extent  necessary 
t o  do t h e  job. A.I.D., t he re fo re ,  made a development loan of $20 
mi l l i on  and w i l l  continue t o  a s s i s t  Mexico t o  increase  production 
on family farms and t o  reduce un res t  i n  t h e  r u r a l  a r eas .  S imi lar  
c a r e r u l  d i v i s i o n  of r e s p o n s i b i l i t y ,  on a case-by-case bas i s ,  
occurs where necessary i n  t h e  f i e l d s  of housing, water supply and 
advanced education. 

OAS Spec ia l  P ro jec t s  

The reques t  f o r  f u r t h e r  funding of $4.5 mi l l i on  f o r  s p e c i a l  p ro j -  
e c t s  of t h e  OAS provides another opportunity f o r  reform through 
i n t e r n a t i o n a l  cooperation.  The OAS supports  a cons i s t en t ly  v ig-  
orous e f f o r t  t o  extend t h e  p r inc ip l e s  of t h e  Al l iance  i n t o  t h e  
p o l i t i c a l  and psychological  -- a s  we l l  a s  t h e  s o c i a l  and economic 
-- spheres of l i f e  i n  t h e  Americas. 

The a c t i v i t i e s  of t h e  OAS funded under t h e  IAPSP $6 mi l l i on  g ran t  
can be broken down i n t o  t h r e e  major ca t egor i e s .  The f i r s t  ca te-  
gory is aimed a t  providing and shar ing  genera l  information and 
ideas ,  through genera l  s t u d i e s  and t echn ica l  meetings; wi th  
p a r t i c u l a r  emphasis on se l f -he lp  and reform. The second involves 
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providing technical assistance in the form of specialists to the 
individual countries who request them for use in creating a plan- 
ning mechanism and a long-range development plan. The third cate- 
gory provides for a thorough review and evaluation of each country's 
development plan by a Panel of Experts. This review by nine top 
international economists is used by the United States and the multi- 
lateral lending agencies as a basis for further assistance programs 
to the particular country. 

Technical Assistance for Planning 

Utilizing Alliance for Progress Funds, the OAS -- in collaboration 
with the Economic Commission for Latin America (EM), and the IDB 
-- has sent or is in the process of sending general planning mis- 
sions to ten Latin American countries to assist them in preparing 
national development pl-ans. A general mission includes a number of 
experts covering such fields as general economic programming, 
social programming, national accounting, agricultural economics, 
natural resources, industrial development, taxation, program budg- 
eting, education, public administration, external trade, statistics 
and manpower. 

These missions are limited to assisting the countries in laying the 
substantive and administrative foundation for the formulation of a 
comprehensive economic and social development program. The actual 
formulation of the plan must be the country's own responsibility. 
The success and impact of a mission's work hinges on the extent to 
which the national governments themselves can maintain the continu- 
ing work of analysis, program and project evaluation, and plan 
revision after the initial effort has been launched. The missions, 
therefore, are instructed to request the selection of local person- 
nel and technicians who can be trained on the job. For allmis- 
sions, the host government involved pays all local costs, including 
office space and equipment. Countries presently involved include 
Central America (regional mission), Dominican Republic, Panama, 
Paraguay, Peru, and Uruguay. In addition, there are special OAS 
missions solely in the sector of agriculture and agrarian reform 
in Brazil, Colombia, and Venezuela. 

Evaluation of National Development Plans 

The Panel of Nine Experts was appointed to review national develop- 
ment plans in March of 1962. They devoted immediate attention to: 
(a) establishing procedures for the submission of plans by the 
governments; (b) establishing common methods, standards and criteria 
for the evaluation of the plans themselves; (c) cooperation with 
the individual governments in the task of adjusting and revising 
their plans, without directly participating in their formulation; 

and (d) cooperation with the financial institutions concerned 
with the Alliance for Progress. To date, the Governments of 
Bolivia, Chile, Colombia, Honduras, Mexico, and Venezuela have 
presented plans for evaluation. 

General Studies and Technical Meetings 

Resolution A-4 of the Charter of' Punta Del Este instructed the 
Secretary General of the OAS to "immediately establish task forces 
to undertake investigations and studies, and drawing on the 
experiences of the member states to prepare reports and adopt con- 
clusions of a general nature for Latin America ... that may serve 
as a basis for the member states in preparing their national 
development programs." Task forces were created covering Devel- 
opment Planning, Agricultural Development and Agrarian Reform, 
Taxation and Tax Reform, Public Administration, Stabilization of 
Exports Receipts, Housing, Public Health, Education, Science and 
Culture, and Public Informat ion. Approximately $2,200,000 of the 
grant was set aside for this purpose. 

In each of these fields, outstanding experts have been brought 
together, course of action outlined, and at least initial written 
reports have been made. For example, the program of the task 
force on taxation and tax reform included conferences on tax 
administration and fiscal policy. It also provided fiscal sur- 
veys of all the countries by international experts in the field. 

The conference on tax administration was organized with the 
cooperation of Harvard University Law School's International Pro- 
gram in Taxation. Eight papers were presented on a range of 
topics vital to the mobilization of resources in developing 
economics. The subjects included statistical records and their 
use in tax administration; management and organization techniques; 
accounting, auditing and business practices; and administering 
property, sales and excise taxes. The conference on fiscal policy 
dealt with general tax policy, public expenditures, fiscal prob- 
lems of a common market, agricultural taxation, production and 
consumption taxes, and issues involved in tax reform. 

More than 150 high-ranking Latin American officials attended the 
Conferences. Documents in this area circulated by the task force 
include discussions ol tax incentives, income tax treatment of 
foreign investment, and conventions for the avoidance of' double 
income taxation. 

The second part of the task force program, a detailed survey of 
the tax system of each Latin American country, is now in process. 
Individual taxes are being studied separately in terms of their 
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yield, economic effects, and relnt,ive importsfice. This inf'orma- 
tion will furnish the necessary background for the formulation oi 
comprehensive tax reiorm programs. 

Proposed OAS Projects - 
In 1964, the emphasis will shift f'rom task forces, studies, and 
preliminary planning to specific technical assistance in the prepa- 
ration of development plans and the analysis of their implementa- 
tion. Planning teams will be in every country in Latin America by 
the end of 1964. Eight more country plans are expected to be sub- 
mitted by that time. The request for funds is as follows: 

(1n millions of dollars) 

Panel of Nine 
Pianning Teams 
General Studies and Technical Meetings 
Overhead 

Total 4 - 5  

The renewal of the IAPSP is crucial to the self-help of the 
Alliance for Progress. The program is generating enthusiasm in 
Latin America and is producing results. It deserves continued sup- 
port. 

SOCIAL PROGRESS 
TRUST FUND AGREEMENT 

Agreement dated this nineteenth day of June, 1961, between the 
Inter-American Development Bank (hereinafter sometimes called the 
knk) and the Government of the United States of America (united 
states), to entrust to the Bank the administration of the Social 
Progress Trust Fund, constituted from part ofthe Special Inter- 
American Fund for Social Progress. 

PREAMBLE 

WHmFiI.3 the President and the Congress of the United States have 
endorsed the establishment of a cooperative program for the social 
progress of the American Republics, complementing measures directed 
toward accelerated economic growth, and based on the determination 
of the respective countries to contribute their own efforts and 

resources in a manner conducive to achieving the purposes of the 
program; 

WHEREAS the representatives of the American Republics, consider- 
ing it advisable to adopt measures for social improvement and 
economic development within the framework of Operation Pan America, 
recognized in the Act of Bogota of September 12, 1960, that the 
preservation and strengthening of f'ree and democratic institutions 
in the American Republics require the acceleration of social and 
economic progress in Latin America adequate to meet the legitimate 
aspirations of the peoples of the Americas for a better life and 
to provide them the fullest opportunity to improve their status 
and recognize further that the magnitude of the problems involved 
will require maximum self-help efforts on the part of the American 
Republics and, in many cases, the improvement of existing insti- 
ti-1.t ions ~fid prncticeo, particdlarlj- in tiit. Tieifis of ownership 
and use 0:' land, education and training, health and housing; and 
taxation and @her aspects of the mobilization of' domestic 
resources; 

WHEREAS in the Act of Bogota the representatives of the Ameri- 
can Republics welcomed the decision of the Government of' the 
United States to establish a Special Inter-American .Fund for 
Social Progress with the Inter-American Development Bank to 
become the primary mechanism for the aciminist.rat,ion of such a 
fund ; 

WKEREAS the United States has now established the aforesaid Fund 
to assist in carrying out its declared aims for social improvement 
in the Latin American Republics and thereby contribute towards 
fulfilling the purposes of the Act of Bogota; 

AhrD WHEREAS the Inter-American Development Bank has determined 
that the administration of a trust fund for these purposes by the 
Bank would be consistent with the provisions of the Agreement 
Establishing the Bank and would strengthen the efforts of the 
Bank to foster greater social progress and balanced economic 
growth. 

NOW THEREFYIRE, the Parties hereto agree as follows: 

ARTICLE I 

ESTABLISHMElFJT AND PURPOSES OF THE SOCIAL 
PROGRESS TRUST FLMD 

Section 1.01. There is hereby established the Social Progress 
Trust Fund (hereinafter called the ~und), constituted by monies 
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transferred to the Fund from time to time by the United States and 
by any other accruals thereto, pursuant to Article I11 of this 
Agreement, to be held in trust and administered by the h n k  in 
accordance with the terms of this Agreement. 

Section 1.02. The Bank is hereby designated Administrator of 
the Fund. The term Administrator will hereinafter be used to refer 
to the Bank acting in that capacity. 

Section 1.03. The purpose of the Fund shall be to provide capi- 
tal resources and technical assistance on flexible terms and con- 
ditions,'including repayment in local currency and the relending 
of' repaid funds and interest, in accordance with appropriate and 
selective criteria in the light of the resources available, to 
support the efforts of the Latin American countries that are pre- 
pared to initiate or expand effective institutional improvements 
and to adopt measures to employ efficiently their own resources 
with a view to achieving greater social progress and more balanced 
economic growth. 

Section 1.04. Consistent with the foregoing purpose, the 
Administrator shall utilize the resources of the Fund to make 
loans for projects or programs designed to achieve improved condi- 
tions in the countries concerned in the fields of: 

(a) land settlement and improved land use, including access and 
feeder roads, assistance to agricultural credit institutions, 
assistance to supervised credit and agricultural extension, and 
development of storage and marketing facilities, provided that the 
resources of the Fund shall not be used for the purchase of agri- 
cultural land; 

(b) housing for low income groups, through assistance to self- 
help housing and to institutions providing long-term housing 
finance and engaged in mobilizing domestic resources for this pur- 
pose; 

(c) community water supply and sanitation facilities; 

(d) such supplementary financing of facilities for advanced edu- 
cation and training related-to economic and social development as 
may be agreed upon from time to time between the United States and 
the Administrator. 

Section 1.05. In addition, the Administrator shall utilize the 
resources of the Fund to provide technical assistance related to 
projects in the fields set forth in Section 1.04, and technical 

assistance related to the mobilizing of domestic financial 
resources and the strengthening of financial institutions. 

Section 1.06. The Fund and its assets and accounts shall be 
kept separate and apart from all other assets and accounts of 
the Bank. 

ARTICLE I1 

CRITERIA FOR THE ADMINISTRATION OF THE FUND 

Section 2.01. In considering applications for loans and for 
technical assistance, the Administrator shall be guided by the 
following criteria: 

(a) Consideration shall continuously be given to the institu- 
tional improvements which a country is initiating or expanding 
consistent with Article I, Section 1.03, of this Agreement. 
Accordingly, assistance shall be made available to those projects 
or programs which are related to effective self-help measures in 
countries which demonstrate their determination to achieve the 
purposes there set forth, and a willingness to employ their own 
resources efficiently to the end of meeting social needs and 
strengthening economic development. Special consideration shall 
be given to proposals which are part of a soundly conceived 
national development program, taking into account the review and 
analysis of social and economic progress and'problems in each 
country undertaken at the annual consultative meetings of the 
Inter-American Economic and Social Council. 

(b) Before acting favorably on a loan request, the Administra- 
tor shall be satisfied that measures necessary and appropriate 
for the success of the particular project or program have been or 
will be undertaken. 

(c) Loan requests shall be granted only for projects or pro- 
grams in which the applicant bears an appropriate share of the 
total costs. Loans may be granted to cover the total cost of a 
specific project, provided such project is an integral part of 
an expanding program in the same field financed to an appropriate 
extent by the applicant. The Administrator shall also be satis- 
fied that the borrower or another appropriate entity is prepared 
to assume the costs of the continued support of the project or 
program, including the costs of maintenance and operation of 6m.f 
structure, installation and equipment connected therewith. 
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(d) Before committing resources of the Fund to any project or 
program, the Administrator shall take into account whether thc 
financial and/or technical assistance required can be obtained 
f. ;:. :A:. : "i ~ G L L  u a t ~ u r ~ a L  agerlcLeb or Irom prlvate sources 
on terms which, in the opinion of the Administrator, are reason- 
akle for the recipient, considering all pertinent factors. 

ARTICLE I11 

RESOURCES OF THE FUND 

Section 3.01. The United States undertakes to contribute to the 
Fund out of monies appropriated by the United States Congress 
which may be available for this purpose. 

Section 3.02. The Administrator shall be entitled to make com- 
ruiiments on ,behaif of the Fund in an amount of $39'&,000,000, which 
may be increased by mutual agreement. 

Section 3.03. The United States contributions will be made 
available to the Administrator from time to time as needed to meet 
disbursement from the Fund. 

Section 3.04. All monies received in repayment of loans made 
out of the Fund or by way of interest or by way of other accruals 
theretc shall be held by the Administrator as part of the resources 
of the Fund and be available for use in accordance with this Agree- 
ment. 

ARTICLE IV 

OPERATIONS OF THE FUND 

Section 4.01. Whenever assistance from the Fund is requested, 
the applicant shall be required to furnish the Administrator such 
information as may be necessary or desirable to enable the Admin- 
istrator to determine whether favorable consideration of the appli- 
cation would further the purposes specified in Article I, Section 
1.04, of this Agreement. The borrower shall also be required to 
supply the Administrator such additional informtion as the Admin- 
istrator may reasonably request at any time during the course of 
the operation. 

Section 4.02. Capital resources of the Fund shall be provided 
by the Administrator under such flexible terms and conditions of 
repayment as it is determined are best suited to carry out the 
purposes set forth in Article I, Sections 1.03 and 1.04, of this 

P!reemcnt. The resources. of' the Fuld shall not be loaned or 
reloaned at interest rates which the Administrator considers to 
be excessive or which are hi~her than the 1eml mte  nf  IP+--E+ 
of the country in which the loan is made. 

Section 4.03. Upon request, technical assistance may be pro- 
vided by the Administrator on a 1-oan, grant or reimbursable basis, 
for the preparation, financing, and execution of plans and proj- 
ects for carrying out the purposes set forth in Article I, Sec- 
tions 1.04 and 1.05, of this Agreement. 

Section 4.04. Loans may be made to national governments, 
government institutions and agencies, to local and municipal 
governments and to private borrowers within an eligible country, 
including cooperatives and organizations affiliated with or spon- 
sored by labor unions. The provirl.ons of PzticLe 111, Sectisr; 
7(b), of the Agreement Establishing the Bank shall be followed in 
applying this Agreement. 

Section 4.05. Except as may be otherwise agreed between the 
United States and the Administrator, no financing or technical 
assistance shall. be extended from the Fund to the government or 
any government agency of, or to any individual, partnership, asso- 
ciation, corporation or other entity in, any country which was 
not a member of the Bank as of September 12, 1960, or which is 
being subjected to economic or diplomatic sanctions by the Organi- 
zation of American States. Moreover, no part of the Fund shall 
be used for the purchase of goods or services originating in any 
such country. 

Section 4.06. United States dollar funds made available under 
this Agreement shall be used for the purchase of goods or serv- 
ices from the United States or for the acquisition of goods or 
services of local origin in the country where the assistance is 
received. However, subject to the provisions of Section 4.05 of 
this Agreement, the Administrator may authorize the use of such 
funds for tine acquisition of goods or services produced in other 
countries which are members of the Bank if such transaction would 
be advantageous to the borrower. 

Section 4.07. Loans made from the Fund may be made repayable 
in whole or in part, as to both principal and interest, in the 
currency of the borrower. All loans of dollars shall be denomi- 
nated in dollars and, to the extent that servicing is called for 
in a non-dollar currency, the loan contract shall oblige the bor- 
rower to make payments of interest and payments of principal in 
such amount in the case of each payment as is required by provi- 
sions in the contract deemed by the Administrator to be 
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appropr ia te  t o  insu re  t h a t  t h e  payment i s  equivalent i n  value t o  
t h e  d o l l a r  denominated amount due. 

Section 4.08. Whenever any p a r t  of a loan i s  made repayable i n  
the  currency of t h e  borrower, t h e  Administrator s h a l l  r equ i re  t h a t  
t he  country of t h e  borrower agree t h a t  i t s  currency received by 
t h e  Fund may be used by t h e  Fund o r  by any r ec ip ien t  from t h e  Fund, 
without r e s t r i c t i o n  by t h e  country, t o  make payments f o r  goods and 
services  produced i n  t h e  t e r r i t o r y  of the  country f o r  use i n  fu r -  
therance of t h e  purposes of t h e  Fund i n  any country e l i g i b l e  f o r  
a s s i s t ance  from t h e  Fund. 

Section 4.09. Currencies held  by t h e  Administrator i n  t h e  
resources of t h e  Fund s h a l l  not  be used t o  purchase o ther  curren- 
c i e s  f o r  making loans .  

Section 4.10. Decisions r e l a t i n g  t o  t h e  Fund s h a l l  be  reached 
by t h e  Administrator i n  accordance with t h e  provisions of Ar t i c l e  
IV, Section 9, of t h e  Agreement Establ ishing t h e  Bank. 

ARTICLE V 

THE ADMINISTRATOR 

Section 5.01. I n  t h e  adminis t ra t ion  of the  Fund, cooperation 
s h a l l  be maintained with na t iona l  and i n t e r n a t i o n a l  organizations,  
both public and p r iva te ,  operating i n  the  f i e l d  of s o c i a l  develop- 
ment, and p a r t i c u l a r l y  with agencies of t h e  United S t a t e s  adminis- 
t e r i n g  other  por t ions  of t h e  Specia l  Inter-American Fund f o r  Socia l  
Development. 

Section 5.02. The Bank s h a l l  exerc ise  t h e  same c a r e  in  t h e  d i s -  
charge of i t s  funct ions  under t h i s  Agreement a s  it exerc ises  with 
r e spec t  t o  t h e  adminis t ra t ion  and management of i t s  own a f f a i r s .  

Sect ion 5.03. The Administrator s h a l l  receive  no compensation 
other  than reimbursement f o r  expenses incurred because of services  
rendered under t h i s  Agreement, which w i l l  be computed i n  accord- 
ance with t h e  plan s e t  f o r t h  i n  Annex A here to .  

Sect ion 5.04. The Bank s h a l l  include i n  i t s  annual and quar ter ly  
r e p o r t s  a separa te  sec t ion  containing appropr ia te  information with 
r e spec t  t o  t h e  r e c e i p t s  and disbursements o f ,  and balances i n ,  t h e  
Fund. I n  addi t ion ,  wi th in  s i x t y  days a f t e r  t h e  c lose  of each 
annual accounting period t h e  Administrator s h a l l  i s s u e  a d e t a i l e d  
r epor t  containing appropr ia te  information with r e spec t  t o  opera- 
t i o n s  of t h e  Fund, t h e  progress of the  p ro jec t s  f o r  which 

disbursements were made and o the r  matters r e l a t i n g  t o  t h e  Fund, 
including a f a c t u a l  presenta t ion o f  t h e  measures being taken i n  
the  borrowing countr ies  t o  accomplish t h e  ob jec t ives  s t a t e d  i n  
Section 1 of t h e  Act of Bogota. Observations which t h e  United 
S t a t e s  may d e s i r e  t o  make t o  t h e  Administrator upon any such 
annual repor t  s h a l l  be presented a s  promptly a s  poss ib le  and 
o rd ina r i ly  wi th in  t h e  annual accounting period i n  which the  r epor t  
i s  received. 

ARTICLE V I  

REVISION AND TERMINATION 

Section 6.01. Following each annual r epor t  made by the  Admin- 
i s t r a t o r  under Ar t i c l e  V, Sect ion 5.04, hereof, e i t h e r  Par ty  may 
propose r ev i s ion  of the  terms of t h i s  Agreement. 

Section 6.02. I f  a t  any time it appears t o  t h e  Administrator 
o r  t o  the  United S t a t e s  t h a t  t h e  Fund i s  no longer necessary o r  
t h a t  the purposes of t h e  Fund can no longer be appropr ia te ly  o r  
e f f ec t ive ly  c a r r i e d  out ,  t h e  P a r t i e s  here to  s h a l l  forthwith con- 
s u l t  with one another concerning t h e  measures t o  be taken. I f  a 
decision t o  terminate t h e  Agreement i s  reached, o r  i f  no decis ion 
i s  reached wi th in  t h i r t y  days, o r  i f  pursuant t o  Ar t i c l e  X of t h e  
Agreement Establ ishing t h e  Bank, t h e  Bank suspends o r  terminates 
i t s  operations,  then t h e  operations o f  the  Fund s h a l l  cease and 
i t s  l iquidat ion s h a l l  be  commenced upon t h e  e l e c t i o n  of e i t h e r  
Par ty  unless both P a r t i e s  agree on another course of a c t i o n .  

Section 6.03. Any a s s e t s  remaining i n  t h e  Fund a t  t he  time of 
termination, including outstanding loans, s h a l l  r e v e r t  t o  t h e  
United S t a t e s  upon the  se t t lement  of a l l  accounts due and pay- 
a b l e  from the  Fund. 

ARTICLE V I I  

ENTRY INTO FORCE 

Section 7.01. This Agreement s h a l l  en te r  i n t o  fo rce  on t h e  
d a t e  hereof. 

ARTICLE V I I I  

TITLE 

Section 8.01.  This Agreement may be  c i t e d  a s  "Social  Progress 
Trus t  Fund Agreement." 
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DONE a t  the  c i ty  of Washington i n  the  Dis t r ic t  of Columbia, t h i s  2. 
nineteenth day of June, 1961, i n  two equally authentic o r ig ina l s .  

FOR THE INTER-AMERICAN DEVELOPMENT BANK: 
( s )  Felipe Herrera 

FOR THE GOVERNMENT OF THE UNITED STATES OF AMERICA: 
( s )  John F. Kennedy 

1. The Fund s h a l l  be charged fo r  the  salary cos t s  of time which 
i s  spent on work for the  Fund by the  professional s t a f f  of 
the  Office of Special Operations of the  Administrator and by 
the professional s t a f f ,  exclusive of division heads and a s s i s t -  
ant  division heads, of the  h a n ,  Technical Assistance, Eco- 
nomics, and Legal Divisions of the Administrator. 

The Fund 

- 
sha l l  be charged fo r  a l l  other expenses c lea r ly  

iden t i f i ab le  as  having been incurred by the Administrator i n  
the  Fund's behalf, e.g. ,  s t a f f  t r a v e l  and consultants '  costs .  

For each dol lar  of t h e  professional sa lary costs  charged t o  
the  Fund pursuant t o  paragraph 1 above, t h e  Fund s h a l l  be 
charged an addi t ional  $1.80, representing the  Fund's share 
of indirect  and overhead expenses other than those specified 
i n  paragraph 4 hereof. The amount specified herein sha l l ,  a t  
the  request of e i the r  Party, be subject t o  adjustment a t  the  
end of each annual accounting period of the  Administrator. 

No charge s h a l l  be made t o  the  Fund f o r  costs of t h e  Annual 
Meeting of the  Board of Governors; f o r  the  Offices of the  
Executive Directors; f o r  services of persons i n  t h e  Offices 
of the  President and t h e  Executive Vice President; f o r  the  
sa la r ies  of the  heads and ass i s tan t  heads of t h e  Divisions 
referred t o  i n  paragraph 1 hereof; or fo r  any par t  of t h e  
expenses incurred by the  Bank primarily fo r  i ts  own benef i t ,  
such a s  t rave l ,  printing, l ib ra ry ,  books and periodicals,  and 
fo r  various fees  and compensation costs  (e.@;. , fees f o r  
ac tuar ia l  services and f o r  handling the  retirement fund). 
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Country 

- 

TOTAL 
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:him (Taiwan: 

ndonesia 
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4sian Prod. Or! 

FY 1964 PROGRAM 
Type of Assistance 
(Thousands of Dollars) 

Total 
Development 

Loans 

:&vised A p r i l  25, 1363 



S W  OF PROGW - FAR EAST 

By Country and Function 

(1n thousands of  d o l l a r s )  
TOTAL Development b a n s  Development Grants Supporting Assistance Other Programs 

Actual Estimate Proposed Actual Estimate Proposed Actunl E s t i m t e  Proposed Actual Estimate Proposed Actual E s t i m t e  Proposed 
Country FY 1562 FY 1953 FY 1564 FY 1562 FY 1563 FY 1564 FY 1962 FY 1563 FY 1564 FY 1562 FY 1563 FY 1564 FY 1562 FY 1563 FY 1964 

W l m  ............................. 
Cambodia .......................... 
China (Taiwan) .................... 
Indonesia ......................... 
Japan ............................. 
Korea ............................. 
I sos  .............................. 
Phil ippines ....................... 

~ i e t n a m  . . . . . . . . . . . . . . . . . . . . . . . . . . . 110,693 UO,~CC 136,800 1,264 10,600 6,800 109,429 120,000 130,MM - 
Western Smoa ..................... 23 

SmTO ............................. 1,523 1,050 200 

Regional .......................... -532 1,250 2,200 

Asian Produc t iv i ty  Organization ... 211 200 200 

I n t e r n a t i o n a l  Cantrol  Commission 
f o r  Laos ......................... 3 00 

Programming Adjustment ............ - -27,600 - -27,600 

FAR F S T  - TUIAL 367,589 449,500 451,4W-501,400 56,242 85,000 105,00Cb155,000 44,901 59,100 59,400 266,146 305,400 287,000 3 0 d  - 
- -- - - 

4 I n t e r n a t i o n a l  Control Commission f o r  180s i s  funded under In te rna t iona l  Organizations and Programs. De ta i l s  contained i n  corresponding sec t ion  i n  Volume I1 under Index Tab " In te rna t iona l  
Organizat ions. ' '  

120 
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Americans have learned t h a t  t h e  Far East i s  not f a r  from t h e i r  own 
v i t a l  concerns. More than one mi l l ion  Americans fought i n  the  Far 
East  i n  World War 11; 41,000 d ied ,  and t h e  f inanc ia l  cos t  was 
eiloi.moiis. Five ;titei., >;Z,;;C ~mei-;isi.ls aiid Z&,ited ;;a- 

t i o n s  t roops  were back i n  ac t ion  i n  Korea against  a  new enemy, 
aggress ive  communism. Since t h e  Korean armis t ice ,  another major 
war has come pe r i lous ly  c lose  seve ra l  t imes,  in t h e  Formosa 
S t r a i t s  and i n  Southeast Asia. Americans have stayed on guard in  
t h i s '  a r e a  of p e r s i s t e n t  danger; t h e  lessons  of h i s t o r y  counseled 
it and our i n t e r e s t s  and those  of t h e  F'ree World requi red  it. Now 
a cover t  campaign of Communist conquest i n  Southeast Asia again is  
t e s t i n g  our determination t o  meet t h e  r e s p o n s i b i l i t i e s  t h a t  r ecen t  
h i s t o r y  has  t h r u s t  upon us.  

The g rea t  changes which have reshaped East  Asia s ince  World War I1 
heightened t h e  requirement fo r  a U.S. pol icy  of a c t i v e  cooperation 
i n  the defense and development of independent Far Eastern na i ions .  
The war destroyed the  Japanese overseas empire, sapped t h e  s t rength  
of European powers long involved i n  Asia and spurred independence 
movements among co lon ia l  peoples. New nat ions  came i n t o  exis tence  
i n  r ap id  succession -- t he  Phi l ippines ,  Burma, t h e  Republic of 
Korea, Indonesia,  Malaya, Vietnam, Cambodia, Laos -- emerging from 
co lon ia l  i n s u l a t i o n  i n t o  a turbulent  world. A t  t h e  same t ime,  
mainland China became a menacing Communist g iant ;  Comunist  r u l e  
extended i n t o  North Korea and North Vietnam and gained a foothold 
i n  Northern Laos. The r.ew na t io tx  of fered  texpt ing  t a r g e t s  f o r  
Communist subversion and a t t ack .  The now famil iar  forms of piece- 
meal conquest were attempted in  near ly  every one -- i n  Burma, t he  
Ph i l ipp ines ,  Korea, Malaya, Vietnam and Laos. The Republic of 

l a r g e  m i l i t a r y  fo rces ,  which have formed a s h i e l d  for t.he Free 
World. This defense e f f o r t  depends on U.S. f i nanc ia l  support a s  
wel l  a s  on U.S. arms, equipment and t r a i n i n g .  The small popula- 
LIGII anu economy or aouLn korea or 01 laiwan c o u a  not otnerwise 
have kept more than one-half mi l l ion  men under arms, nor could 
t h e  Republic of Vietnam, a country of 15  mi l l ion ,  f i e l d  i n  combat 
aga ins t  t he  Viet Cong more than 300,000 m i l i t a r y  and para-mili tary 
t roops .  

The challenge t o  freedom i n  t h e  Far East cannot be met by armed 
s t r eng th  alone.  The Communistst openly declared "wars of l i b e r a -  
t i on"  depend a s  much on t h e  force  of popular discontent  a s  on the  
fo rce  of arms fo r  t h e i r  success.  Movement toward a b e t t e r  l i f e ,  
evidence of governmental competence and concern f o r  t h e  needs of 
t h e  people,  improvements i n  the  oppor tuni t ies  fo r  today 's  chi ld-  
r en ,  a s  we l l  a s  i n t e r n a l  and ex te rna l  s e c u r i t y  a r e  elements of t he  
defense . 
Our economic a s s i s t ance  programs a r e  e s s e n t i a l  elements of a U.S. 
pol icy  which responds t o  t h i s  complex challenge. 

Funding Levels 

F'rom 1954 through 1959, U.S. economic a i d  t o  the  Far East ,  includ- 
ing  surplus  a g r i c u l t u r a l  products, averaged more than $1 b i l l i o n  
annually.  In the  pas t  t h r e e  f i s c a l  years  it has averaged a b ~ u t  
$700 mi l l ion ,  excluding Export-Import (EX-1m) Bank loans  t o  Japan. 
The Far East  received 40% of worldwide U.S. economic a i d  i n  1955; 
23% i n  1 960, and only 14% in  1962. 

china;; i s l a n d  refuge was threatened with invasion. A d i f f e r e n t  In F Y  1962 U.S. economic a s s i s t ance  (gross ob l iga t ions )  t o  l e s s  
s t r a t e g y  of Communist takeover was p l o t t e d  f o r  Indonesia. Now developed Far Eastern countr ies  t o t a l e d  $685 mi l l ion ,  of which 
Communist subversion i s  appearing i n  nor theas t  Thailand. $399 mi l l i on  was provided by t h e  Agency f o r  In t e rna t iona l  Devel- 

The B r i t i s h  stayed on t h e  job i n  Malaya, t o  complete a c o s t l y  ten- 
opment (A.I.D. ). M i l i t a r y  a i d  was-subs tant ia l ly  higher.  

year e f f o r t  which crushed communist-led insurgency there .  Other- 
wise,  s i n c e  1954 t h e  burden of sus ta in ing co l l ec t ive  s e c u r i t y  has 
f a l l e n  l a r g e l y  t o  the  United S ta t e s .  We have maintained a s t rong 
m i l i t a r y  pos ture  i n  t h e  Far Eas t ,  helped the  most exposed nat ions  
around t h e  periphery of t he  Communist mainland t o  bu i ld  and main- 
t a i n  t h e i r  m i l i t a r y ,  economic and psychological defenses,  and 
i d e n t i f i e d  t h e  United S t a t e s  with f r e e  Asianst  -economic and s o c i a l  
a s p i r a t i o n s .  Unt i l  r ecen t  years  we had l i t t l e  he lp .  Now Japan, 
other western countr ies ,  and in t e rna t iona l  i n s t i t u t i o n s  such a s  
the  World Bank and In t e rna t iona l  Monetary Fund (IMF) a r e  shar ing  
some of t h e  r e s p o n s i b i l i t y  for  economic ass is tance .  

Without our f i n a n c i a l  support ,  t h e  Far Eastern countr ies  on t h e  
borders o f  t h e  Communist bloc could 'not  have maintained t h e i r  

........................ Tota l  economic........ $685.4 mi l l ion  

...................... Technical Assistance. .  68.1 mi l l ion  
(Development ~ r a n t s )  ......... .......... Supporting Assistance.  .. 269.4 mi l l ion  .................. Development Loans (p -oss ) .  61 .5 mi l l ion  

...................... P.L. 480 ( a l l  t i t l e s ) .  245.5 mi l l ion  
.................. Export-Import Bank Loans.. 36.7 mi l l ion  .......... Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.1 mi l l ion  

In  FY 1963, we have reserved $449.5 mi l l i on  f o r  Far Fastern 
A . I . D .  programs ( inc luding drawings made through February 28 on 
t h e  Contingency Fund and shown a s  Supporting ~ s s i s t a n c e ) :  
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....................... Technical  Assistance. .  $ 59.1 mi l l ion  
(Development Grants ) 

Support ing Ass is tance . . . . . . . . . . . . . . . . . . . . . . . .  305.4 mi l l i on  
Development Loans. . . . . . . . . . . . . . . . . . . . . . . . . . . .  85.0 mi l l i on  

I n  add i t i on ,  Food f o r  Peace s a l e s  and g ran t s  of  a g r i c u l t u r a l  sur -  
p luses  under a l l  T i t l e s  of P.L. 480 (count ry  u ses )  i n  t h e  Far East 
i n  FY 1963 a r e  expected t o  t o t a l  about $270 mi l l ion .  

Of t h e  Support ing Ass is tance  programmed i n  FY 1963, $17 mi l l i on  
was provided from t h e  Contingency Fund a s  a dollar-repayable loan  
on medium terms t o  Indonesia. This unant ic ipa ted  requirement f o r  
Supporting Assistance and t h e  increased c o s t  of d i r e c t  a s s i s t ance  
t o  counter-insurgency programs i n  Vietnam have o f f s e t  s eve ra l  mea- 
sures  intended t o  achieve a continued r educ t ion  i n  Supporting 
Ass is tance  i n  t h e  Far East .  

For FY 1964, we have est imated A . I . D .  requirements i n  t h e  Far East  
t o t a l i n g  $451.4 mi l l ion .  

Supporting Ass is tance . . . . . . . . . . . . . . . . . . . . . . . .  $287.0 mi l l i on  
Development Loans. . . . . . . . . . . . . . . . . . . . . . . . . . . .  105-155 mi l l ion  
Development Grants. . . . . . . . . . . . . . . . . . . . . . . . . . .  59.4 mi l l ion  

This program assumes approximately t h e  same t o t a l  l e v e l  of con- 
cess ional  s a l e s  and g ran t s  of surp lus  U. S. a g r i c u l t u r a l  products  
under P.L. 480 i n  Fi' 1964 a s  i n  Fi' 1963. 

Aid t o  t h e  Far East  from other  Free World count r ies  and i n t e r -  
na t iona l  agencies ,  p r i n c i p a l l y  t h e  World Bank, Japan, West Germany 
and France, t o t a l e d  about $230 mi l l i on  i n  1962 and is  expected t o  
reach  a t  l e a s t  t h a t  l e v e l  i n  1963. Japan has increased i t s  t o t a l  
loan  and g ran t  commitments f o r  f u t u r e  years .  The f i r s t  European 
c a p i t a l  loans  t o  Korea were committed i n  1962. A t  U.S. i n i t i a t i v e ,  
western na t ions  and Japan have formed a consu l t a t i ve  group on a i d  
t o  Thailand. There a r e  movements toward increased  and coordinated 
Free World a s s i s t ance  t o  South Vietnam. B r i t a i n  has  i n i t i a t e d  a 
g ran t  program of commercial import f inancing  i n  Laos comparable 
t o  U.S. suppor t ing  a s s i s t ance .  Broad i n t e r n a t i o n a l  p a r t i c i p a t i o n  
would be expected i f  Indonesia adopted a s t a b i l i z a t i o n  program i n  
cooperat ion wi th  t h e  IMF. 

Types of Ass is tance  

Supporting Assistance type g ran t s  have dec l ined  sharply ,  from 
$1,037 mi l l i on  i n  t he  Far East i n  1954, $51 5 mi l l i on  i n  1960 and 
$41 4 mi l l i on  i n  1961, t o  a l e v e l  of about $300 mi l l i on  per year i n  
1962-1964. The reduct ions  have included d iscont inuing  Supporting 

Assistance g ran t s  t o  Taiwan and t h e  Phi l ippines ,  c u t t i n g  almost i n  
h a l f  t h e  l eve l  of Supporting Assistance t o  Korea a s  compared with 
1958-1 961 , and r e s t r i c t i n g  these  g ran t s  i n  Thailand exclus ive ly  t o  
a matching cont r ibut ion  f o r  increased Thai counter-subversion pro- 
grams i n  the  Northeast  region.  The degree and speed of f u r t h e r  
reduct ion  depends l a r g e l y  on t h e  course of t he  war i n  Vietnam, 
p o l i t i c a l  and m i l i t a r y  un i f i ca t ion  and demobil izat ion i n  Laos? 
and t h e  growth of t h e  Republic of Korea's capaci ty  f o r  s e l f -  
support ,  including removal of impediments t o  i t s  economic growth. 
I n  FY 1964, two-thirds of world-vide requirements f o r  Support ing 
Assistance a r e  programmed i n  t h e  Far Eas t ,  about h a l f  i n  two 
coun t r i e s ,  Vietnam and Korea. 

Supporting Assistance normally serves  a double purpose; it con- 
t r i b u t e s  t o  economic s t a b i l i z a t i o n  and channels l o c a l  currency 
expenditures i n t o  defense or  c r i t i c a l - economic  purposes. It does 
t h i s  by f inancing t h e  fo re ign  exchange c o s t s  of c e r t a i n  e s s e n t i a l  
imports ,  thus moderating or  c los ing  i n t e r n a t i o n a l  payments g w s  
of defense-burdened economies. The l o c a l  currency paid by import- 
e r s  f o r  U.S. a l d  import c r e d i t s  goes i n t o  counterpart  fund ac-  
counts which a r e  d isbursed  f o r  U.S.-approved purposes such a s  
support  of t h e  cooperat ing count ry ' s  defense budget or  t h e  l o c a l  
cos t s  of a i d  p ro j ec t s .  Supporting Assistance a l s o  f inances  such 
s e c u r i t y  operat ions a s  support of t h e  s t r a t e g i c  hamlet program i n  
Vietnam or po l i ce  equipment and t r a i n i n g  i n  s eve ra l  count r ies .  

The equivalent  of $317 mi l l i on  i n  l o c a l  cur rencies  generated by 
Supporting Assistance and s a l e s  of surp lus  a g r i c u l t u r a l  products  
under t h e  Food f o r  Peace (P.L. 480) program were a l l o c a t e d  t o  m i l i -  
t a r y  budgets of Far Eas tern  count r ies  i n  FY 1962. In  FY 1963 such 
a l l o c a t i o n s  t o  m i l i t a r y  budgets i n  t h e  Far East  a r e  expected t o  
t o t a l  $304 mi l l ion .  Our l o c a l  currency cont r ibut ions  amounted t o  
72% of t he  Korean m i l i t a r y  budget i n  FY 1962 and 69% of t h e  pro- 
jec ted  budget i n  FY 1963. In  Vietnam, they  were 85% of t h e  m i l i -  
t a r y  budget i n  FY 1962 and 74% of t h e  pro jec ted  budget i n  FY 1963. 

I n  addi t ion  t o  i t s  primary purposes of  s t a b i l i z a t i o n  and s e c u r i t y ,  
Supporting Assistance has cont r ibuted  t o  economic growth. Grant 
f i n a n c i a l  a i d  i n  t h i s  form has been, f o r  example, a major f a c t o r  
i n  t h e  remarkable development of Taiwan, whose~vigorous and com- 
pe t en t  people have nea r ly  achieved se l f -sus ta in ing  economic growth 
desp i t e  the  handicap of one of t h e  wor ld ' s  heavies t  defense burdens. 
Such f inanc i a l  g r a n t s  have helped e s t a b l i s h  and expand i n d u s t r i e s ,  
t r anspor t a t i qn ,  communications and o ther  bas i c  f a c i l i t i e s  i n  Korea, 
Vietnam and Thailand. 

Development Loans now have replaced  Supporting Assistance i n  t he  
d i r e c t  f inancing  of economic growth, a s  d is t inguished from 
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m a i n t a i n i n g  o r  s t a b i l i z i n g  economies, i n  Far Eas te rn  c o u n t r i e s  r e -  i n  improving and d i v e r s i f y i n g  a g r i c u l t u r a l  product ion (#10.6 
c e i v i n g  our  a i d .  Development Loans i n  t h e  Far E a s t  have t e e n  con- m i l l i o n  i n  FY 1'163). 
f i n e d  t o  i n v e s t m ~ n t s  which can be expected t o  expand t h e  economy's 
P s n o P i t T ,  t n  r n x . r <  en f-n-ni ".. A ^ h +  .r:+h:- + h ^  1 : P -  - P  II 1 - - ?  . .-D - - - -  - "  -.I -- , ." *... 7 L 7 7  1 7  . , I  1 , I  ( . . . ,  . . . T , , . 1 , u LA 8 u 1 c 3 2  " 2  u u  b u L  u,,, L a b  u Y 1 kLln-iil 3 I ~ L ~ C I ~ C I I U -  

Loans have beenmade t o  f inance  i r r i g a t i o n  p r o j e c t s  which w i l l  i n -  ence ,  1J.S. a i d  programs have assumed a  more o p e r a t i o n a l  r o l e  than  
c r e a s e  produc t ion  i n  n o r t h e a s t  Tha i land ,  f o r  power p l a n t s  i n  Tai-  normally would be d e s i r a b l e .  The Government of Vietnam ( G O V )  has  
wan and Korea, f o r  r a i l w a y  d i e s e l i z a t i o n  i n  s e v e r a l  c o u n t r i e s ,  and adopted p l a n s ,  however, f o r  i n c r e a s i n g  assumption of  t h e s e  opera-  
t o  development banks s e r v i n g  l o c a l  p r i v a t e  e n t e r p r i s e .  t i o n a l  and i n t e r n a l  f i n a n c i n g  r e s p o n s i b i l i t i e s .  

Development Grants  f o r  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  a r e  being 
c o n c e n t r a t e d  on t h e  inducement of  changes of  c r i t i c a l  importance 
t o  t h e  economic, s o c i a l  o r  p o l i t i c a l  development o f  a  f r e e  and 
s e l f - s u p p o r t i n g  n a t i o n .  This  g e n e r a l l y  means i n c r e a s i n g  a t t e n t i o n  
t o  r u r a l  o r  a g r i c u l t u r a l  development, s p e c i a l i z e d  educa t ion  and 
t e a c h e r  t r a i n i n g ,  f i s c a l  and economic advisory  s e r v i c e s  t o  govern- 
ments, a n d  f e a s i b i l i t y  surveys of  investment  o p p o r t u n i t i e s .  A s -  
s i s t ~ ~ ~ ~  IZ p b l i c  h e a l t h  and s a n i t a t i o n ,  Li i ih i i l i lg  t h e  nraiar.ia 
e r a d i c a t i o n  campaign, a l s o  con t inues  t o  be f inanced by Development 
Gran ts  i n  t h e  Far  Eas t .  P r o j e c t s  which a r e  worthy i n  themselves 
b u t  do n o t  show a  c l e a r  l t m u l t i p l i e r "  e f f e c t  i n  t h e i r  i n f l u e n c e  on 
t h e  c o u r s e  o f  development o r  p o l i c y  i n  t h e  cooperat ing count ry  a r e  
being phased ou t .  More than  1,000 p o t e n t i a l  l e a d e r s  of Far Eas te rn  
c o u n t r i e s  a r e  t r a i n e d  each year  i n  U.S. co l leges  and o ther  i n s t i -  
t u t i o n s  under t h e  A. I. D. " p a r t i c i p a n t "  t r a i n i n g  program. 

Country S t r a t e e i e s  

To be a n  e f f e c t i v e  ins t rument  U.S. a s s i s t a n c e  must be  governed by 
s p e c i f i c  and  c u r r e n t  s t r a t e g i e s  a p p r o p r i a t e  t o  t h e  d i f f e r e n t  env i -  
ronments and  problems we c o n f r o n t  i n  t h e  F a r  East.  Our c u r r e n t  
m i s s i o n s  and programs can  be  seen  i n  t h e  b r i e f e s t  o u t l i n e  i n  t h e  
f o l l o w i n g  country-by-country summary: 

Vietnam 

A . I . D . ' s  pr imary mission i s  t o  h e l p  win t h e  war. A . I . D .  i s  play-  
i n g  a  c r u c i a l  and d i r e c t  r o l e  i n  t h e  counter- insurgency program, 
whose broad o b j e c t i v e  i s  t o  improve p h y s i c a l  s e c u r i t y  and economic 
and s o c i a l  c o n d i t i o n s  i n  t h e  r u r a l  a r e a s ,  where 80% of South Vie t -  
nam's people  l i v e  and where t h e  V i e t  cong campaign i s  concent ra ted .  
U.S. economic a i d  has  t h r e e  main f u n c t i o n s :  ( a )  f i n a n c i n g  com- 
m e r c i a l  impor t s  t o  o f f s e t  t h e  economic d r a i n  and d i s l o c a t i o n  
caused by t h e  war; ( b )  suppor t ing  t h e  counter- insurgency program 
and maintenance of war i n f r a s t r u c t u r e  ($35 m i l l i o n  i n  FY 1963) ;  
and ( c )  c o n t i n u i n g  a  few c r i t i c a l  development programs, such a s  
c o n s t r u c t i o n  of a  telecommunications network, c o n s t r u c t i o n  and 
equipment of  a  medical  c o l l e g e ,  v o c a t i o n a l  educa t ion ,  expansion 
o r  improvement of c i t y  and town waterworks, t e c h n i c a l  a s s i s t a n c e  

Thai land 

The A . I . D .  program i s  a  major element i n  t h e  U.S. e f f o r t  t o  h e l p  
Thai land remain s e c u r e  a g a i n s t  Communist ambi t ions  i n  Southeas t  
Asia  and t o  a c c e l e r a t e  i t s  economic p r o g r e s s ,  e s p e c i a l l y  i n  
t,he depressed and exposed Nor theas t .  The t h r e a t  t o  i n t e r n a l  se-  
c u r i t y  i s  growing i n  t h e  Nor theas t .  The A . I . D .  program h a s  been 
~ i i " u t a n t i a i i ; ~  I e i a s t  t u  c u u ~ e r i t r a i e  U.S. a s s i s i a r ~ c e  or1 ibis pro'u- 
lem. Development Gran ts  ($8 m i l l i o n  i n  FY 1963) w i l l  be concen- 
t r a t e d  on a c c e l e r a t i n g  economic and p o l i t i c a l  development i n  t h e  
Nor theas t ,  educa t ion  and o t h e r  i n s t i t u t i o n a l  development, v i l l a g e  
s a n i t a t i o n  and m a l a r i a  e r a d i c a t i o n ,  and p lanning  and i n d u s t r i a l  
development surveys .  Support ing A s s i s t a n c e  (about  $8 m i l l i o n  i n  
FY 1963) i s  confined t o  50-50 c o s t  s h a r i n g  w i t h  t h e  Thai Govern- 
ment on a d d i t i o n a l  counter-subversion measures ,  p a r t i c u l a r l y  i n  
t h e  Nor theas t ,  mainly t o  s t r e n g t h e n  and g ive  g r e a t e r  m o b i l i t y  t o  
i n t e r n a l  s e w r i t y  f o r c e s .  Develnpment l n a n s  w i l l  he  provided on 
moderate terms c o n s i s t e n t  w i t h  T h a i l a n d ' s  r e l a t i v e l y  s t r o n g  f i -  
n a n c i a l  p o s i t i o n  and t o  high p r i o r i t y  p r o j e c t s  which o t h e r  i n -  
t e r n a t i o n a l  l e n d e r s  d e c l i n e  t o  f i n a n c e .  

The U.S. o b j e c t i v e  is  t o  suppor t  e f f o r t s  t o  develop a  d u r a b l e  
u n i t y ,  independence and n e u t r a l i t y  f o r  Laos under t h e  terms of t h e  
Geneva Agreements. To t h a t  end,  t h e  A . I . D .  program: ( a )  f i n a n c e s  
a  r e l a t i v e l y  f i x e d  l e v e l  of imports  and o t h e r  f o r e i g n  exchange 
c o s t s ,  a s s u r i n g  r e a s o n a b l e  economic s t a b i l i t y  t o  t h e  e x t e n t  t h e  
Lao Government r e s p o n s i b l y  manages i t s  economic a f f a i r s ;  ( b )  
c a r r i e s  out  i n  coopera t ion  w i t h  t h e  c e n t r a l  government such 
development p r o j e c t s  a s  v i l l a g e  p u b l i c  works, mobile p u b l i c  
h e a l t h  s e r v i c e s ,  t e a c h e r  t r a i n i n g  and road  c o n s t r u c t i o n ,  which 
w i l l  b e n e f i t  t h e  people immediately and s t r e n g t h e n  t h e i r  suppor t  
f o r  t h e  c e n t r a l  government; ( c )  p r o v i d e s  emergency r e l i e f  t o  war 
r e f u g e e s ;  and ( d )  encourages and a s s i s t s  i n  ba lanced  demobil iza-  
t i o n  of  m i l i t a r y  f o r c e s .  The non-project  a s s i s t a n c e  program con- 
t r a s t s  w i t h  t h e  former a i d  system of  d i r e c t l y  funding t h e  Lao 
budget and main ta in ing  cur rency  c o n v e r t i b i l i t y .  The p r e s e n t  
p o l i c y  i s  designed t o  reduce Laos1 dependence on U.S. suppor t  
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and t o  induce the  Lao Government t o  curb expenditures,  increase  
domestic revenues, undertake necessary reforms, and e n l i s t  t he  a i d  
of other na t ions .  B r i t a i n  is  a l s o  providing d i r e c t  f i n a n c i a l  
a s s i s t ance ,  and B r i t a i n ,  France, Japan, t h e  Soviet  Union and Com- 
munist China a r e  committed t o  support p ro j ec t s .  The U.S. program 
i n  FY 1963, t h e  f i r s t  year of t r a n s i t i o n  t o  a lessened Lao depend- 
ence on t h e  United S t a t e s ,  t o t a l s  about $35 milkfun i n  new funds, 
approximately equal ly  divided between p r o j e c t s  and import-financing. 
Further reduct ion  i n  t h e  U.S. cont r ibut ion  w i l l  depend s u b s t a n t i a l l y  
on t h e  progress of p o l i t i c a l - m i l i t a r y  u n i f i c a t i o n  and demobiliza- 
t i on .  

Cambodia 

U.S. a i d  is  d i r ec t ed  pr imar i ly  a t  helping t o  maintain the  secu r i ty  
and develop the  human resources  of Cambodia, which occupies a 
p i v o t a l  pos i t i on  adjacent  t o  Vietnam, Thailand and Laos i n  the  
hea r t  of Southeast Asia. The A . I . D .  Supporting Assistance program 
($11.7 m i l l i o n  i n  Fi 1963) provides budget support f o r  t h e  Cambo- 
dian m i l i t a r y  forces ,  with an understanding providing f o r  f u t u r e  
reduct ion  of t h e  U.S. f i nanc ia l  cont r ibut ion ,  and equipment f o r  
t h e  Cambodian pol ice  and f o r  m i l i t a r y  c i v i c  ac t ion  p ro jec t s .  The 
Development Grant Program (about '$8 million i n  FY 1963) i s  devoted 
pr imar i ly  t o  elementary school teacher- t ra in ing,  vocat ional  educa- 
t i o n ,  a s s i s t a n c e  t o  a g r i c u l t u r a l  extension and cooperatives,  and 
improvement of r u r a l  hea l th  se rv i ces  and s a n i t a t i o n .  

Burma 

A . I . D . ' s  program i n  Burma cons i s t s  almost e n t i r e l y  of f u l f i l l i n g  
t h r e e  pas t  commitments: ( a )  f inancing of p a r t  of t he  engineering 
and cons t ruc t ion  of t he  Rangoon-Mandalay Road, promised i n  1959 
dependent upon agreement on engineering and economic f e a s i b i l i t y ;  
( b )  loans  aga ins t  a  $25 mi l l ion  1957 l i n e  of c r e d i t ;  and ( c )  l o c a l  
and U.S. t r a i n i n g  i n  connection wi th  a l r eady  obl iga ted  loans  fo r  
po l i ce  equipment. A p a r t  of  t he  $28 mi l l i on  road commitment is  
t o  be obl iga ted  i n  Fi 1963; t h e  balance hinges upon agreement on 
alignment of a s ec t ion  of t h e  road nor th  of Pegu. A loan of $3.4 
mi l l i on  f o r  purchase of earth-moving and a g r i c u l t u r a l  equipment 
f o r  a land reclamation p ro jec t  w a s  made i n  FY 1963 and t h e  remain- 
ing  $3.4 m i l l i o n  may be  obl iga ted  i n  FY 1964. 

Indonesia 

Indonesia i s  t h e  g i an t  of Southeast Asia, and the  problems i n  or 
with Indonesia of ten  a r e  on the  same sca l e .  It has been t h e  r e -  
c i p i e n t ,  or  t a r g e t ,  of  t he  Communist b l o c ' s  b igges t  m i l i t a r y  a i d  
program and one of i ts  bigges t  economic programs. It has conse- 

quently accumulated heavy debt t o  the  b loc ,  p r i n c i p a l l y  the  USSR. 
Its Communist pa r ty ,  excluding f r o n t  organizations,  is reputed t o  
be the  biggest  outs ide  t h e  bloc.  Although r i c h  i n  some n a t u r a l  
resources,  it has experienced severe i n f l a t i o n  and i n d u s t r i a l  
d is locat ion ,  and i t s  95 mi l l ion  people have r e a l i z e d  l i t t l e  i f  
any gain  i n  average income during r ecen t  years .  The apparent  
Communist scheme t o  draw Indonesia i n t o  t h e  b loc  would, i f  it 
succeeded, have enormous consequences. This would se r ious ly  
a f f e c t  the w i l l  and c a p a b i l i t y  of t h e  Southeast Asia mainland 
countr ies  t o  r e s i s t  Communist takeover. 

Ear ly  i n  1963, t h e  Indonesian Government, wi th  a s s i s t ance  from 
t h e  IMF, decided t o  begin work on an economic s t a b i l i z a t i o n -  
reform plan. Pending completion and adoption of t he  p lan ,  t he  
United S ta t e s  made an emergency loan of $17 mi l l ion  t o  Indonesia 
( a t  3@ for t e n  yea r s  wi th  a two-year grace per iod)  f o r  purchase 
of U.S. spare p a r t s  and i n d u s t r i a l  raw ma te r i a l s .  E f fec t ive  
s t a b i l i z a t i o n  would r equ i r e  fore ign  a s s i s t ance  i n  t h e  form o f  
both rescheduling of present  debt  and extension of new c r e d i t s .  

The United S t a t e s  i s  present ly :  ( a )  a s s i s t i n g  Indonesia meet i t s  
food and cotton d e f i c i t  wi th  a P.L. 480 program of about $75 
mi l l ion  annually;  ( b  ) providing Development Grants f o r  t r a i n i n g  
and technica l  a s s i s t ance  (about $16 plil2.S~n i n  Fi 1963); and 
( c )  furnishing equipment fo r  t h e  Mobile Brigade, a u n i t  of  t he  
National  Police.  The Development Grant program includes  malaria-  
e radica t ion  and educat ional  p ro jec t s .  Since t h e  beginning of t he  
program more than 4,000 Indonesians have been t r a ined  i n  the  
United S ta t e s  fo r  pos i t i ons  important t o  Indonesian development. 

Phil ippines 

The Phil ippines r ep resen t s ,  i n  many r e spec t s ,  t h e  successful  
adoption i n  Asia of western p r inc ip l e s  of  freedom and p r i v a t e  
enterpr ise .  Its present  adminis t ra t ion  has adopted some, and i s  
considering o ther ,  s i g n i f i c a n t  measures which should a s su re  a 
g r e a t l y  improved opportunity f o r  acce le ra t ed  and broadly based 
economic development. The currency i s  s t a b l e  and conver t ib le ,  
government e f f i c i e n c y  has been increased,  and the  country ' s  ca- 
pac i ty  t o  a t t r a c t  and se rv ice  fore ign  loans  has grown. 

A . I . D .  proposes t o  a s s i s t  t h e  Phi l ippine  development program with 
loans  i f  t h a t  country ' s  fore ign  c a p i t a l  requirements,  over a period 
of years ,  exceed t h e  a v a i l a b i l i t y  of other f inancing on appropr ia te  
terms. 

The A. I .D. t e chn ica l  a s s i s t ance  program (approximately $9.9 n t l l -  
n FY 1963) provides support for  Phi l ippine  development 
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I 
based economic and s o c i a l  progress can be achieved provided the 

s tudies .  It a l s o  a s s i s t s  i n  specialized t ra ining including cen t ra l  marginal requirement f o r  external  resources i s  f i l l e d ,  pr ivate  
government budgeting and accounting, textbook production, agr icul-  enterpr ise  is  given greater  opportunity t o  expand, and the m i l i -  
t-z.1 a+:iscr;- ser-ciccs, u,r;=,,,;,:tj 2bv.2;+cr,L, iiiediia; ediiatitioii ~ a r y  d r a m  on the economy i s  res t ra ined.  
and malaria eradicat ion.  

Public Law 480 sa les ,  p a r t l y  on a dollar-repayable bas is ,  have 
Korea - been the p r inc ipa l  form of U.S. economic ass is tance t o  China 

since the  suspension of Supporting Assistance grants  a t  the  be- 
rhe bas ic  U.S. object ive  i s  t h e  development of a f r ee ,  independent ginning of FY 1962. About $25 mil l ion worth of l o c a l  currency 
and democratically or iented Republic of Korea, r e s i s t a n t  t o  sub- proceeds of P.L. 480 s a l e s  a r e  granted annually t o  the  Chinese 
version and capable, with U.S. mi l i t a ry  ass is tance,  of deterr ing mi l i t a ry  budget. Development loans,  i n  the  range of w,A) 
or r epe l l ing  renewed Communist aggression. The U.S. a i d  programs : ~ P f i i m  annually, a re  being used t o  finance imports of i n d u s t r i a l  
d i r e c t l y  serve these  U.S. i n t e r e s t s .  Economic and mi l i t a ry  as- goods with an increasing emphasis on t h e  requirements of pr ivate  
s i s t ance  enables the  Republic of Korea, with a population of 25 industry. The Development Grant program of technical  ass is tance 
mil l ion and nat ional  production smaller than most U.S. s t a t e s ,  has been scaled down t o  about $ ~ ~ l j , m ; . U l & X l  annually and i s  being 
t o  maintain a 600,000-man defense force.  Development a s s i s t ance  concentrated on reducing the  obstacles  t o  investment and growth. 
m k e s  t h e  Soiith Korean economy more near iy  seif-sustaining and Advisory services  t o  the  highly successful  r u r a l  development 
responds t o  the  p o l i t i c a l  and psychological necessity f o r  improve- program of the J o i n t  Commission on Rural Reconstruction (JCRR) 
ment i n  the  standard of l iv ing.  and t o  vocational education and public administration a re  being 

continued. A t  the  same time, China is increasing i t s  own techni- 
While t h e  economic progress achieved through our pas t  a i d  has been c a l  ass is tance t o  l e s s  developed countries i n  Asia and Africa. 
disappointing,  the  prospects fo r  t h e  near future a r e  much be t t e r .  
New elements i n  t h e  s i t u a t i o n  include: t h e  prospective sett lement China's economic progress has made it possible t o  plan a gradual 
with Japan, which w i l l  provide a great  impetus t o  investment and s h i f t  t o  more conventional terms and means of c a p i t a l  financing, 
t r ade ;  more e f fec t ive  Korean performance i n  economic development, with broader in te rna t iona l  pa r t i c ipa t ion ,  over the next several  
i n  ag r i cu l tu ra l  c r e d i t  and i n  export-pr omotion; znd t h e  a v a i l a b i l i t y  years. 
r 6 a e r  external  c r e d i t s  from Europe. 

A.I .D.  w i l l  a s s i s t  i n  the  preparation of a p rac t i ca l  long-range 
plan fo r  the  bes t  use and development of Korea's resources.  A . I . D .  
w i l l  provide c a p i t a l  loans for  p r i o r i t y  sectors i f  Korea pursues 
responsible monetary and other economic policies.  Grant support 
of t h e  economy i s  being l imi ted so a s  t o  induce Korea t o  expand i t s  
own earnings,  r e s t r i c t  consumption imports, and use i t s  own foreign 
exchange prudently. Supporting Assistance has been reduced t o  
about ha l f  the  average annual l e v e l  provided in  1958-1961. A . I . D .  
loans t o t a l i n g  $25 mil l ion were made i n  FY 1962. Technical as- 
s i s t ance  (about $6.5 mil l ion annually) is  being di rected a t  such 
c r i t i c a l  wealmesses as public administration,  budgetary and t a x  
po l i c i e s  and pract ices ,  c red i t  and cap i t a l  formation, a g r i c u l t u r a l  
production, and surveys of mineral and water resources. Public 
Law 480 s a l e s  t o t a l i n g  $60 t o  $70 mill ion and grants  t o t a l i n g  $12 
mil l ion annually a r e  continuing. 

China ( ~ a i w a n )  

China's remarkable growth toward self-support i s  a major success 
s to ry  of U.S. a i d  and U.S.-Asian cooperation. Further broadly 
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Burma 

Burma- BASIC ECONOMIC DATA 

Country Background 

Annual Population Growth .......... 1.8% 
Cross National Product (1961)' 

Total (8 Million) ................ 1,300 
Per Capita CNP (Dollars). ........ 58 
Approx.1956-61 Growth Rate ............... Total GNP 3.8% 

.............. Per Capita 2.0% 

AGRICULTURAL PROD. INDEX (195254400)  
Per Capita Index ......................... .......... Rice, rough (1,000 MI?) 

ELECTRIC POWER OVTPWI (KWH per capi ta)  

INTERNATIONAL TRADE (8 Million) 
...................... Total Exports (f.0.b.) .......... Rice and r i c e  products 
...................... Total Imports (c.i.f.) 

Trade Balance .......................... 

Agricultural Land 
...................... Percent of Area 13% 

Acres per Capita ..................... 0.9 
......................... Literacy Rate 

Pupils . % of Pop. (Primary/Secondary) ... 9% 
60% 

Life Expectancy (years) ................ 35 
People per Doctor ..................... 8,400 

GOLD & FOREIGN EXCHANGE ( R I ~  ~ r . - $  Mil) 158 144 125 176 

.... C E T  OF L I V I N G  INDEX (1958=100) 89 100 103 102 
  ang goon) 

* Converted a t  4.76 Kyat per U.S. dol lar .  

Buzm8's long border v i t h  China makes it ps r t i cu la r ly  vulnerable t o  Ccmrmu- 
n;leit Chiaese pressure. Its location between India and 'Phcriland gives it 
s t ra teg ic  importance t o  U.S: global defense interests .  While it is not 
coUi!idered feasible  o r  even desirable a t  t h i a  time t o  seek t o  or ient  Burma 
towards the  West, it is important t o  our in te res t s  i n  South and Southeast 
Asia t h a t  Bunas re ta in  its independence and r e s i s t  Communist ambitions i n  
that region. At present, Burma's independence and neutral i ty  do not seem 
t o  be threatened by overt Communist mil i tary action or  large-scale insur- 
gency. Unless the  country accelerates i t s  present low r a t e  of economic and 
soc ia l  progress, however, there i s  a long-run danger of social  unrest and 
increasing ins tab i l i ty .  

Although Burora acquired i t s  independence i n  1948, it has not ye t  achieved 
p o l i t i c a l  s tab i l i ty .  In  March 1962, the U Nu c iv i l i an  government was 
replaced, f o r  the second time, i n  a mil i tary coup led by General Ne Win. 
This government has continued t o  pursue the  t rad i t iona l  Burmese policy of 
,mnalignment. Burmese nationalism and d i s t rus t  of foreign influence, stem- 
ming i n  par t  from Burma's colonial experience, have increased under the 
Ne Win government, 

Burma i s  a food surplus nation and re la t ive ly  underpopulated by Asia's 
standards. Although it i s  heavily dependent on primary agricul tural  
exports, it s t i l l  has a favorable balance of trade. Neverthe - 

record i n  e c o m i c  development since Wrld  Wer II has been poor. I t s  G 
Netional Product (GNP) has not yet recovered t o  the prewar level .  

Burmese governments have not yet  demonstrated the  w i l l  or  c a m b i l i t y  t o  
carry out any systematic o r  sustained econamic development program. More- 
over, Burma's firmly established foreign policy of nonalignment and i ts  
leaders'  dis t rust  of all foreign influence cause the  Burmese Government to 
l imi t  the extent t o  which it will permit the United States  o r  other countries 
including those of the Sino-Soviet bloc, to help it solve i t s  internal  prob- 
lems or t o  influence its domestic policy. These a t t i tudes  have hardend 
since t h e  Ne Win regime seized parer i n  March 1962. 

U.S. assistance t o  Burma has consisted primarily of three cotmnitments made 
i n  1957, 1958 and 1959, primarily i n  order t o  counter the influence of 
assistance offered f o r  t h e  f i r s t  time t o  Burma by t h e  Soviet Union. a e s e  . 
commitments were: a $25 million l i n e  of credi t ,  extended i n  1957, t o  be 
used for  economic development projects and repayable i n  loca l  currency; an 
$8.8 million loan for  police equipment, made i n  1958; and a $30 million 
grant promised i n  1959 f o r  road construction between Rangoon and Mandalay 
and f o r  improvement of the University of Rangoon. 
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The b a s i c  U.S. o b j e c t i v e s  i n  Burma are  to: (a) a s s u r e  i t s  
t i m e d  ~ndopendeace ;  and (ti) prevent  i t s  becoming a l i g n e d  w 
Communist b l o c ,  e i t h e r  through subvers ive  a c t i o n  o r  o v e r t  b  
m i l i t a r y ,  economic and d i p l o m a t i c  a c t i v i t i e s .  An a t t e m p t  t o  
i n c r e a s e  our  i n f l u e n c e  i n  s u p p o r t  o f  t h e s e  o b j e c t i v e s  by i 
U.S. a i d  a c t i v i t i e s  i n  Burma, beyond f u l f i l l i n g  p a s t  commi 
probably  would be i n e f f e c t i v e  a t  t h i s  time. Only a  modest 1 
Agency f o r  I n t e r n a t i o n a l  Development ( A . I . D . )  a s s i s t a n c e  i s  r 
now t o  b e s t  se rve  U.S. i n t e r e s t s ,  We should cont inue t o  demonstrate  
t h a t  we a r e  sympathet ic  t o  Burma's economic development a s p i r a t i o n s  
and s e c u r i t y  requ i rements  and t h a t  we a r e  w i l l i n g  t o  c o n s i d e r  formal  
r e q u e s t s  t o  suppor t  wel l-conceived Burmese e f f o r t s  t o  ach ieve  t h e s e  
a s p i r a t i o n s  and requi rements .  This  s t r a t e g y  of r e s t r a i n t  i s  
designed g r a d u a l l y  t o  moderate Burmese susp ic ion  of  Western i n t e n -  
s i o c s  and t o , k c c p  t h c  way oper, f o r  o p p o r t u n i t i e s  t o  iiiprove U.S.- 
Burmese r e l a t i o n s .  The f o l l o w i n g  s p e c i f i c  elements of  A . I . D .  
s t r a t e g y  a r e  proposed: 

I PRIOR and CURRENT PROGRAMS 

PROPOSED PROGRAM 
* 
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n s t r a t i o n  of t e c h n i c a l  and economic f e a s i b i l i t y .  In  add i t i on ,  
oximately $2'75,000 i s  requixed f o r  U.S. technic ians ,  p a r t i c i -  

&ant tralnlning and c o n t r a c t  s e r v i c e s  t o  a s su re  s a t i s f a c t o r y  u t i l i -  
F a t i o n  of pol i o e  equipment provided under t he  po l i ce  loan. Approxi- 
p t e l y  $600,000 o f  Development Grants is  proposed t o  f i nance  
participant t r a i n i n g  and l i m i t e d  t echn ica l  a s s i s t ance  under ongoing 
a c t i v i t i e s .  

I n  FY 1963, $10.7 mi l l i on  i n  T i t l e  I surplus  commodities a r e  being 
provided. In FY 1964 the re  may be an add i t i ona l  requirement f o r  
T i t l e s  I and I V  su rp lus  cot ton .  

Other Aid. Burma can ob ta in  and se rv i ce  add i t i ona l  hard loans  f o r  
development from Free World sources.  Provis ion  of $200 mi l l i on  
under a 1955 Japanese r epa ra t ions  agreement w i l l  be completed by 
1965. In  January 1963 Japan agreed t o  provide an a d d i t i o n a l  $170 
mi l l i on  i n  g r a n t s  and loans  over a 12-year period.  West Germany 
r e c e n t l y  loaned Burma $9 mi l l i on  f o r  i n d u s t r i a l  p ro j ec t s .  

The IBRD loaned Burma $14 mi l l i on  i n  1961 and i s  prepared t o  loan  
approximately $7 mi l l i on  f o r  highway cons t ruc t ion  i n  1964. 

Burma has programmed approximately $55 mi l l i on  of Sino-Soviet bloc 
a s s i s t a n c e  of which t h e  l a r g e s t  component i s  a  por t ion  of t he  1961 
Chinese loan,  s a i d  t o  be equiva lent  t o  $84 mi l l ion .  

FY 1961, A . I . D .  PROPOSED PROGRAM 

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

Transpor ta t ion  
Community Development 
Education 
A l l  Other 

Deobligations During FY 1962 

Support ing Assistance - Tota l  

Agr icul ture  and Fores t ry  
Transpor ta t ion  
Publ ic  Safe ty  

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I and 

Country Uses 
( s a l e s -  ~ g r e e m e n t s )  

MiZitary Assistmce Program 

AGENCY 0.2 -1.1 48.4 
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants . - -1.2 1 .5  .................. Developent  Loans - - - 
Other A . I . D .  ....................... 0.2 0 .1  46.9 

i 

FOOD FOR PEACE (P.L. 480) - TOTAL 0.2 0 .3  39.9 
T i t l e  I, Country Uses .............. - - 37.5 

(Sales ~g reemen t s )  ............... (- )  ( - 1  (40.7)  
T i t l e  I1 ........................... - - - 
T i t l e  I11 .......................... 0.2 0.3 2.4 
T i t l e  I V  - - - ........................... 

............ EX-IM BANK LONG-TERM LOANS - - 

Obligations and Connnitments 
(mil l ions o f  d o l l a r s  & d o l l a r  equiv.) 

0THERU.S. ECON(XIC ASSISTANCE ....... - - 5.0 

FY 
1961 

FY 
1962 

ASSISTANCE FROM INl"L. AGENCm 
IBRD - World Bank. ................. 14.0 - 33.4 
U N T e c h . A s s l t ( C Y e n d i n g i n F ~ )  ... 1.1 1.1 8.4 
U N  Special  Fund .................... 0.6  3.6 4 .2  

FY 
1946-1962 

.... SINO-SOVIET BLOC ASSISTANCE ( c Y ) .  84.1 6.0 97.2 

LOAN $ REPAYMENTS & INTEREST 
A . I . D .  and P.L. 480 Loans. . . . . . . . . .  - - - 
Ex-Im Bank  on^-~erm).. - - - ........... 
Other Government Loans. . . . . . . . . . . . .  0 .2  0.2 5.4 

Annual da t a  a r e  n e t  d e l i v e r i e s .  
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Cambodia- BASIC ECONOMIC DATA 

Country Background 

.......... Annual Population Growth 2.2% 
Cross National Product (1961)' 

Total ( t  Million) ................ 563 
Per Capita CNP (Dollars). ........ 101 

AGRICULTURAL PROD. INDEX (1952-54-100) 
.......................... Per Capita Index 

.......... Rice, rough (1,000 KT) 

ELECTRIC POWER O W P W  (KWH per capita) 

INTERNATIONAL TRADE (t Million) 
Total Exports (f.0.b.) ...................... 
Rice and derivatives ........... 

Total Imports (c.i.f.) ...................... 
Trade Balance .......................... 

COST OF LIVING INDEX (1958-100) ... 
(finom ~enh) 

* Converted at 35 riels per U.S. dollar. 

C~bodin's location adjacent to South Vietnam, Leos and Thailand gives it 
imp6rtance to our policies in Southeast Aeia far out of proportion to the 
oountry 's small dze, population and resourcee. To protect the United 
States' etretegic interest and investment in the whole region, our policy 
seeks to asawe Cambodia's continued independence and to prevent its 
becoming a base for Communist penetration into the rest of Southeast Aeia. 
Under its chief of state and dominant figure, Prince Norodom Sihanouk, 
Cambodia has suppressed communism at home while maintaining neutrality in 
the cold war. Sihanouk has balanced Cambodia's close ties with the United 
S*tes and kance with periodic courting of Communist bloc friendship and 
denunciations of Western associations with Cambodia's traditional enemies, 
Thailand and South Yietnm. Recent border friction with these neighbors, 
whose growing military strength Sihanouk fears, possibly coupled with a 
conviction that Ccenrmrnist China will eventually dominate Southertst Asia, 
has caused Sihanouk to seek guarantees of Cambodia's neutrality and ter- 
ritorial integrity from the nations which signed the Laos accord, and had 
probably been a factor in his decision for the first time to accept a lim- 
ited offer of Soviet military equipnent. 

Prince Sihanouk's prestige throughout the country, based on his personality 
as well as his political achievements for the people, remains strong. His 

Agricultural Land 
Percent of Area ...................... 14% 
Acres per Capita ..................... 1.1 

......................... Literacy Rate 55% 
Pupils  - % of Pop. (Primary/Secondary) ... 11% 
Life Expectancy ................ 44 

................... People per Doctor 46,000 

1961 e( E s t )  

E - Estimate. 

is the only political party. More than that, no real decisions are taken 
except by Sihanouk, and there appears to be little if any influence on him 
by anyone elee in the Government. 

The Communist subversion and insurgency which have tormented other independ- 
ent nations of Southeast Asia have not occurred in Cambodia. Wlth U.S. 
asei&tance, the country maintains an army of slightly over 30,000 men and a 
substantial police force. 

Its population of 5.7 million is largely engaged in agriculture, principally 
growing rice, rubber, corn, tropical fruits and vegetables. The Chinese 
minority of some 300,000 dominate the merchant and trading community, and 
many of the 400,000 Vietnamese residents are artisans. 

Industry is in an embryonic stage of development, hampered by lack of mate- 
rials, a small domestic market, low installed electric power generating 
capacity, institutional and manpower deficiencies, a paucity of investment 
capital and lack of motivation due to the country's agricultural wealth. 
There have been significant achievements in education, with 20% of the 
annual budget devoted to schools and skills training. France is still the 
predominant trading partner, but imports from both the United States and 
Communist bloc are increasing. Three large plants to produce textiles, 
plywood and paper have oeen built with Chinese Communist aid. 
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The T1.S. i n t e r e s t  i n  Cambodia d e r i v e s  c h i e f l y  from t h e  importance 
of i t s  l o c a t i o n  and r o l e  i n  t h e  S o u t h e a s t  Asia r e g i o n ,  which the 
United S t a t e s  i s  committed t o  p r e s e r v e  from Com~i s t  donina t ton ,  
The Agency f o r  I n t e r n a t i o n a l  Development (A.  Z.D. 1 baaic s t r a t e g y  
i s  t,o p rov ide  t h o s e  farms o f  a s s i s t a n c e  which are l i k e l y  t o  give 
t h e  Uni ted  S t a t e s  i n f l u e n c e  i n  d i s c o u r a g i n g  Cambodia from, a l i g n -  
ment w i t h  t h e  Communist b l o c .  Within t h i s  con tex t ,  A.I.D. w i l l  
con t inue  m i l i t a r y  budget suppor t  and emphasize t h e  development o f  
human r e s o u r c e s  and o t h e r  measures which l a y  the founda t ions  f o r  
f u t u r e  economic development. The s t r a t e g y  f o r  FY 1964 i s  t o :  

( 1 )  Provide l i m i t e d  a s s i s t a n c e  t o  Cambodia's m i l i t a r y  f o  
i n t e r n a l  s e c u r i t y  purposes and t o  encourage Cambodia 
t i n u e  t o  r e l y  predominant ly upon t h e  Free World f o r  
s i s t a n c e .  Cont r ibu te  f u r t h e r  Lo i n t e r n a l  s e c u r i t y  b 
i n g  a s s i s t a n c e  t o  t h e  p o l i c e ;  

) Continue t o  p r e s s  Cambodia t o  improve i t s  budgetary and 
balance-of-payments p o s i t i o n  and i t s  development p lanning  and 
g ive  more a t t e n t i o n  t o  rural development; f u t u r e  l e v e l s  o f  
t o t a l  A . I . D .  p r o j e c t  a s s i s t a n c e  should ,  to  t h e  maximum e x t e n t  
f e a s i b l e ,  be r e l a t e d  t o  such measures and t o  g r e a t e r  Cambodian 
p a r t i c i p a t i o n  i n  t h e  p lanning  and f inanc ing  of  j o i n t  p r o j e c t s ;  

( 3 )  P r e s s  f o r  conc lus ion  of  a  P.L.  480 agreement a s  a  p a r t i a l  sub- 
s t i t u t e  f o r  Support ing A s s i s t a n c e  both i n  terms of commodities 
and l o c a l  currency g e n e r a t i o n ;  

( 4 )  Continue Development Grant funding  f o r  s e l e c t e d  a c t i v i t i e s  
which c o n t r i b u t e  t o  human r e s o u r c e s  development and which l e a d  
t o  balanced economic and s o c i a l  growth; t r a i n i n g  programs a r e  
a l s o  intended t o  encourage r e c e p t i v i t y  t o  Western concepts ;  

(5) Attempt t o  g e t  o ther  Free World sources ,  p a r t i c u l a r l y  t h e  
French,  t o  provide some of t h e  e x t e r n a l  resources  r e q u i r e d ;  
and r e i n f o r c e  a t t e m p t s  t o  g e t  Cambodia t o  j o i n  t h e  I n t e r n a t i o n a l  
Monetary Fund (IMF) and I n t e r n a t i o n a l  Bank f o r  Recons t ruc t ion  
and Development (IBRD). 

If t h e r e  a r e  s i g n i f i c a n t  changes i n  t h e  cur ren t  Cambodian s i t u a -  
t i o n  -- i n  p a r t i c u l a r ,  i f  p r e s e n t  n e g o t i a t i o n s  on a  n e u t r a l i t y  
d e c l a r a t i o n  l e a d  t o  a  requ i rement  t h a t  t h e  U.S: M i l i t a r y  A s s i s t a n c e  
Advisory Group (MAG) withdraw, o r  if r e c e n t  Cambodian accep tance  
of a l i m i t e d  o f f e r  of S o v i e t  military equipment should l e a d  t o  a 
s u b s t a n t i a l  b l o c  r o l e  i n  t h e  m i l 2 t a r y  f i e l d  -- t h i s  s t r a t e g y  w i l l  

PRIOR and CURRENT PROGRAMS 
(Miiiions of Doiiarsi 

PROPOSED PROGRAM * 

r e q u i r e  r e v i s i o n ,  i n c l u d i n g  review f  
m i l i t a r y  and economic a i d .  

Current  S i t u a t i o n  

Apart  from p o l i t i c a l  problems, Cambodia is  a l s o  e x p e r i e n c i n g  a  
number of economic d i f f i c u l t i e s .  There i s  a  l a r g e  and growing 
budget d e f i c i t ,  which a f f e c t s  Cambodia's a b i l i t y  t o  c a r r y  o u t  
planned development expendi tu res .  The exchange r a t e  i s  u n r e a l i s -  
t i c .  Ekports  have lagged;  imports  have i n c r e a s e d .  

Major emphasis has  been p laced  on urban c o n s t r u c t i o n  and b e a u t i -  
f i c a t i o n  t o  t h e  de t r iment  of p roduc t ion  and r u r a l  l i v i n g  s tand-  
a r d s .  A s  a  r e s u l t ,  pe r  c a p i t a  Gross Nat iona l  Product  (GNP) has  
n o t  i n c r e a s e d  s i g n i f i c a n t l y  and c a p i t a l  equipment f o r  f u t u r e  
growth i s  r.ct being c r e a t e d .  While some s e n i o r  o f f i c i a l s  have 
r e c e n t l y  begun t o  e x p r e s s  concern over t h e s e  problems, t h e r e  has  
been l i t t l e  p u b l i c  d i s c u s s i o n ,  much l e s s  a c t i o n ,  on them. 
s i t u a t i o n  is  a lmos t  wholly c o n t r o l l e d  by t h e  p o l i t i c a l  powe 
e r c i s e d  by, and t h e  p e r s o n a l i t y  o f  Pr ince  Sihanouk, who has  
y e t  responded e f f e c t i v e l y  t o  t h e s e  problems. 
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FY 1964 Program 

Emphasis w i l l  be placed on four goals :  

1 .  Maintenance of i n t e r n a l  s e c u r i t y .  A . I . D .  w i l l  provide f inan- 
c i a l  a i d  through Supporting Assistance t o  the Armed Forces 
($11 mi l l i on )  and ma te r i a l  and t echn ica l  a s s i s t ance  t o  the  
c i v i l  po l i ce  ($1.7 mLllion).  - Of p a r t i c u l a r  importance t o  t h e  
United S t a t e s  i s  prevention o f  t he  use  of Cambodian t e r r i t o r y  
as t h e  pa th  f o r  Communist V ie t  Gong i n f i l t r a t i o n  from North 
Vietnam through Laos i n t o  South Vietnam. I 

2. Development of educational  f a c i l i t i e s .  A vocational-technical  
school i s  being expanded t o  graduate LOO technic ians  and middle 
l e v e l  craftsmen. A technological  i n s t i t u t e  has been proposed 

t o  educate a small number of engineers.  A second teacher 
t ra in ing i n s t i t u t e  w i l l  provide LOO new teachers  per year.  
The present  a g r i c u l t u r e  school i s  t o  be expanded i n t o  a 
college. 

3. Increasing r u r a l  income. Emphasis w i l l  be given t o  develop- 
ing  cooperatives and the a g r i c u l t u r a l  extension se rv ice  a s  
means of disseminating information on how t o  increase  produc- 
t i on  of crops, l i ves tock ,  f o r e s t r y  products and f i s h .  

4. Improvement of r u r a l  hea l th .  A p i l o t  program of bas ic  hea l th  
services w i l l  be e s t ab l i shed  i n  one province. Continued a s -  
s i s tance  w i l l  be provided f o r  the Cambodian r u r a l  well  d r i l l -  
ing  program. 
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E'Y 1063 hY li16L+ 
FY 1962 Est,imated Proplised 

Development Gran ts  - Tot,al 

Educat ion 
A g r i c u l t u r e  
P u b l i c  Hea l th  
Ot,her 

D e o b l i g a t i o n s  During FY 1962 

Suppor t ing  Assist,ance - Tota l  
F - ' - - C  
1 U J C L L  

Non-Project 

Other  U.S. A s s i s t a n c e  
Food f o r  Peace ,  T i t l e s  I & IV 

c o u n t r y  u s e s -  
( s a l e s  ~ g r e e m e n t s )  

M i l i t a r y  A s s i s t a n c e  Program 

FINANCIAL DATA - 
AGENCY FOR INT'L. DEVEIBPMENT - TOT& 22.7 

Technica l  ~ o o ~ . / ~ e v e l o p m e n t  Gran ts  . '2 .6 .................. Development Loans - .  ....................... Other  A . I . D .  20.1 

- 

Q b l i g a t i o n s  and Comitment  s 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 

- . . - - - - - - 

FOOD FOR PEACE (P.L. 480) - TOTAL - 
T i t l e  I, Country Uses .............. - ............... ( s a l e s  ~ g r e e m e n t s )  ( - 1  ........................... E t l e  I1 - .......................... T i t l e  111 - 
T i t l e  IV ........................... - 

........... EX-IM BANK LONG-TERM LOANS - 

OTHER U .S. fiCONOMIC ASSISTANCE ....... - 

FY 
1961  

MILITARY ASSISTANCE a/ 
M.A.P. - G r a n t  Aid ................. 5.4 
M.A.P. - C r e d i t  A s s i s t a n c e  ......... - 
Other  M i l i t a r y  Ass i s tance  .......... - 

ASSISTANCE FROM INT 'L. AGENCIES 
. .  UN Tech. Asslt.  (CY ending i n  FY).  0.5 

FY 
1962 

- 
UN S p e c i a l  Fund .................... - 

FY 
1946-1962 

...... SINO-SOVIET BLOC ASSISTANCE (CY) 3.4 

LOAN $ REPAYMENTS & INTEREST - 

%/ Annual d a t a  a r e  n e t  d e l i v e r i e s .  
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China , 
(Taiwan) 



China 
(Taiwan) 

BASIC DATA 

. . . . . . .  Population (mi l l ions - 1962). 12 
........ Annual Growth (percent) 3 - 5  

Area (1000 sq. mi.) ............... 14 
Pop. Density per sq. mi. ........ 850 

Agricultural L a n d  
Percent of To ta l  Area.. .......... 24 
Acres per Capita ............... 0.2 

. . . . . . .  L i f e  Expectancy  ears) 63 

. . . . . . . . . . .  People per Doctor .1,600 

............ Li teracy Rate - X 90 

.......... P u p i l s  as 76 of Pop. 20 

CHINA (Taiwan) - GROWTH TRENDS 

INTERNATIONAL T R A D E  ($ mi l l ions)  
To ta l  Exports (f.0.b.). ............ 

Sugar 
............. Tota l  Imports (c.i.f.) 

................. Trade Balance 

COLD & FOREIGN EXCHANGE..  .... 
(end of year - $ mi l l ions)  

COST O F  L I M N G  1NDEX(1956=100) 

I 

Calendar Years 

rota1 GNP ( ~ n  1961 pr~ces;  $ mt l l ions)*  ...................... 
Per C a p ~ t a  GYP (dollars) ...................................... 

nvestment as percent of GYP ................................. 
.................... Iornestic S d \ . l n a s  as 7 of lnvestrnent .... 

Jet Foreign Balance as Dc of GNP ............................ ... 
:entral Gov't Domestic Revenues as Oo of GYP .............. 

......................... \p icu l tu ra l  Prod. Index (1952-55300) 
................................................. Index per Capita 

Rice, rough (1,000 MT) 
........................... ndustrial Prod. Index (1954=100.) 

Calendar Years 
1960 - 1961 1962 Est .  - 

ZENTRAL GOVERNVENT F IU4UCF.S' - M ~ l l ~ o n  Dol lar  Equ~valents - 
(FY ending June 30) 

1961 1962 1963 E S ~ .  

rota1 Expenditures ................................................. 342 389 442 
(Defense Expend1 tures J .................................. (164 f (198) 
fCap1tal OutloysJ ............................................ (82) (87) 

'otal Domestic Revenues ......................................... 255 283 

Def ic i t  or Surplus ............................................... -87 - 106 
Converted a t  NT$ 40 per U.S.$. 

Security Indicators 

Security forces as  of Nov. 1, 1962 
Military (w, Navy, AF and Min. of Natl. D e f . )  

1 Psramilitaly (!Pairan Garrison ~ommand) 17, 
: Civil  Police ( ~ r o v i n c i a l  Police) 19,000 
; Security forces as  a 5 of p o p a t i o n :  5.35 

U.S. F i sca l  Years 1 1960 lgbz 

Defense expenditures a s  a 5 of GNP Ifj 11% u% I* 

U.S. contribution to def erne 
M.A.P. (deliveries) 
Economic assistance 

( I n  millions of dol lars)  
232.7 135.9 84.4 84.4 

19.0 31.2 18.6 24.3 

Exclusive of hidden mil i tary subsidies. 3 DQUr equivalent of GRC b d g e t  receipts  of U.S. aid-generated loca l  
expended f o r  militmy support. 
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1J.S. Objectives and Stra tegy 

U.S. objec t ives  in  t h e  Republic of China ( R O C )  include:  ( a )  t h e  
+ - =  - + . + -0 . .  - ,  - 2 7 1 . ( 1  \ J 1  ?lUJ Y *  A -  ..-. - i Y  .,il I I.C.1 ( I " ,  j", " A L L  -..-*-u, - *  -. - ---- 
maintenance by t h e  ROC of an e f f e c t i v e  defense establishment;  and 
( c )  t he  achievement of a l e v e l  of economic growth which w i l l  enable 
Taiwan t o  maiqtain and improve l i v i n g  standards and serve a s  a 
model of economic development under f r e e  i n s t i t u t i o n s ,  while pro- 
g re s s ive ly  reducing i t s  dependence on U.S. aid. 

U.S. a i d  is  needed t o  a s s i s t  Taiwan i n  carrying an extremely heavy 
defense burden and t o  s t imula te  economic development i n  order t o  
achieve se l f - sus t a in ing  growth. 

Taiwan has achieved outstanding economic and s o c i a l  progress with 
U.S. a id .  Since 1953, Gross National Product ( G N P )  has increased 
by nn n-v-erage of 7% per year ,  agric.dtiii-ai pi-irduction by &$ arlG 
i n d u s t r i a l  production by 10-12%. Education and hea l th  standards 
a r e  among the  h ighes t  i n  Asia. Eighty percent of t h e  farmers now 
own t h e i r  own land a f t e r  one of t he  most e f f ec t ive  land reforms 
i n  the  world. 

The d ivers ion  of resources  t o  m i l i t a r y  uses,  r e s u l t i n g  from t h e  
preoccupation of t h e  t o p  leadership  t r i th  t h e  " r e tu rn  t o  t h e  main- 
l a n d , '  is t h e  most s i g n i f i c a n t  f a c t o r  i nh ib i t i ng  f u r t h e r  economic 
development. Other important i n h i b i t i n g  fac tors  a r e  l irni t ,~rl  an t re-  
p reneur i a l  a b i l i t i e s ,  t h e  t r a d i t i o n a l  ways of doing business,  
banking p r a c t i c e s  inadequately geared t o  economic development, in-  
s u f f i c i e n t  savings,  and excessive government ownership and regula-  
t i o n  of i n d u s t r i e s .  

Taiwan has  been se l ec t ed  fo r  an in tens ive  Long-Range Assistance 
St ra tegy Study. It w i l l  requi re  c lose  consultat ion with t h e  
Chinese and provide an opportunity f o r  st imulating Chinese review 
and improvement of t h e i r  economic p o l i c i e s .  

The following major elements of U.S. s t ra tegy a r e  proposed: 

7 .  The United S t a t e s  w i l l  continue during the next  s eve ra l  years ,  
t o  provide t h e  margin of ex te rna l  resources requi red  t o  sus- 
t a i n  t h e  present  r a t e  of g ~ o w t h  i n  GNP of 6-8$, as long a s  t h e  
ROC attempts t o  achieve self-sustaining growth. This margin 
is  roughly ca l cu la t ed  on the  b a s i s  of the  ne t  balance-of- 
payments gap f o r  e s s e n t i a l  consumer and developmental imports, 
and supports  a corresponding increase  i n  the  l e v e l  of c a p i t a l  
investment. 

2. Agency fo r  In t e rna t iona l  Development ( A . I . D . )  a s s i s t ance  t o  
the  ROC is in  a t r a n s i t i o n a l  period a t  the end of which 
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PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

9 / 0 1  deob1,gohons of $ 46 mlll~on 

* 
PROPOSED PROGRAM 

D.L. Estimole $20-30 Million 

Development Loans and Development Grants w i l l  be phased out. 
(supporting Assistance was stopped i n  FY 1962.1 During t h i s  
period of severa l  years ,  both Development, Loans and Develop- 
ment Grants w i l l  be gradually reduced and development loan  
terms progress ive ly  hardened. Some P.L. 480 ass i s t ance  may 
s t i l l  be required a f t e r  t h i s  period t o  f a c i l i t a t e  China's  
balance-of-payments s i t ua t ion .  Mil i ta ry  a s s i s t ance  i n  t h e  
form of hardware w i l l  ~ r o b a b l v  be r eau i r ed  over a longer 
period.  In  t h e  determination" of t h e  &method, t iming agd 
general  r a t i o n a l e  f o r  t he  a i d  phase-out, care must be taken 
t o  assure  t h a t  t he  Taiwan economg w i l l  be a b l e  t o  s tand on 
i t s  own; o r  t he  United S t a t e s  may pay more i n  t h e  long run 
a s  t h e  r e s u l t  of providing too  l i t t l e  now. 

A . I . D .  w i l l  continue t o  influence o the r  Development Assistance 
Committee (DAc) members, t h e  In t e rna t iona l  Bank f o r  Reconstruc- 
t i o n  and Development ( IBRD) , &port-Import ( Ex-Im) Bank, e t c  . , 
t o  provide ex te rna l  a s s i s t ance  on r easomble  terms, and t o  
encourage fo re ign  p r i v a t e  investment. 

Greater  emphasis w i l l  be placed on t h e  expansion of exports ,  
p a r t i c u l a r l y  by t h e  p r i v a t e  s e c t o r .  P r i o r i t y  w i l l  be given 
t o  p r o j e c t s  i n  t h e  p r i v a t e  s e c t o r  and g r e a t e r  e f f o r t s  w i l l  be 
made t o  ensure t h a t  both t h e  balance-of-payments a s s i s t ance  
through program loans and t h e  l o c a l  currency a s s i s t ance  
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generated by program loans and P.L. 480 r e s u l t  i n  an equiva- 
l e n t  increase  i n  p r i v a t e  sec to r  investment. 

E f f o r t s  w i l l  be i n t e n s i f i e d  t o  use t h e  leverage from mllitrtry 
and a11 forms of economic a id ,  inc luding P.L. 480, i n  such a 
manner a s  t o  bes t  achieve des i red  improvements i n  the  m i l i -  
t a r y  and c i v i l i a n  budget, c r e d i t  pol icy ,  fore ign  exchange 
con t ro l s ,  t a x  po l i cy  and other aggregate se l f -he lp  considera- 
t i o n s ,  and t o  encourage g rea t e r  Government of t he  Republic of 
China ( G R C )  e f f o r t s  t o  promote a i d  t o  the  p r iva t e  sec tor .  

In conformance wi th  t h i s  s t ra tegy,  the  USAID s t a f f i n g  and ac- 
t i v i t i e s  a r e  being changed. Technical personnel and shor t -  
term consul tants  w i l l  a s s i s t  i n  so lv ing problems hindering 
g rea t e r  p roduc t iv i ty  and expansion i n  indus t ry  and ag r i cu l -  
t u re .  

Current S i tua t ion  

Despite the s t r a i n  o f  maintaining defense forces equal t o  5% of 
i ts  population,  Taiwan ~ o n r i n u e s  t o  make outstanding progress in  
i t s  d r ive  toward economic development and i s  now we l l  on t h e  road 
toward self-support .  Taiwan's economy i s  i n  somewhat t h e  same 
s i t u a t i o n  a s  Japan 's  a generation or so ago: it must t u r n  t o  in-  
dus t ry ;  it has few n a t u r a l  resources  and dense population and must 
base indus t ry  on labor- in tens ive  e n t e r p r i s e s  and t echn ica l  inge- 
nu i ty ;  and it must export  t o  grow. 

During t h e  pas t  f i v e  yea r s ,  t h e r e  has been about a 40% increase  i n  
GNP, y i e ld ing  an increase  of over 20% i n  per cap i t a  GNP. This  GNP 
growth r e f l e c t s  a 20% increase  i n  a g r i c u l t u r a l  production, giving 
Taiwan one of t he  h ighes t  per ac re  crop y i e l d s  i n  t h e  world, and a 
70% increase  i n  i n d u s t r i a l  production from the  expansion and diver-  
s i f i c a t i o n  of such i n d u s t r i e s  a s  power, t r anspor t a t ion  and com- 
munications, cement, g l a s s ,  ceramics, aluminum and f e r t i l i z e r .  
To ta l  exports  have increased s u b s t a n t i a l l y  i n  r ecen t  yea r s  wi th  
i n d u s t r i a l  expor ts  i n  p a r t i c u l a r  showing a dramatic increase  of 
1 50% between 1959 and 1961 . 
This  exceptional  growth i s  t h e  accompl isbent  of an indus t r ious ,  
competent, healthy people, who have made genera l ly  good use of 
U.S. ass is tance .  

Self-Help. Taiwan was one of t h e  f i r s t  countr ies  t o  be se l ec t ed  
( i n  1960) f o r  U.S. a s s i s t ance  f o r  an accelera ted  economic develop- 
ment e f f o r t .  A s  i t s  p a r t  i n  t h i s  e f f o r t ,  t h e  Chinese Government 
agreed t o  ca r ry  out a 19-point program of economic p o l i c i e s  and 
measures designed t o  promote economic growth. A number of t hese  

measures have been ca r r i ed  out ,  including un i f i ca t ion  of fore ign  
exchange r a t e s ,  increases  i n  u t i l i t y  r a t e s  and t h e  promulgation 
of a l i b e r a l  investment law designed t o  encourage both fore ign  and 
domestic pr iva te  investment. In addi t ion ,  a  stock market has been 
organized t o  develop a l o c a l  c a p i t a l  market, and t h e  Government 
has undertaken a c t i v e  s o l i c i t a t i o n  of fore ign  investment. 

On t h e  other hand, i n  t h e  case of t h e  commitment t o  r e s t r a i n  m i l i -  
t a r y  spending, performance has f a l l e n  shor t  of expectat ions.  
Last spring t h e  GRC undertook a spec ia l  mi l i t a ry  preparedness 
program which caused about a 15% increase  i n  mi l i t a ry  expenditures 
i n  FY 1962 over 1961 i n  terms of constant  p r i ces ,  and wae estimated 
150 restilt Jm a frtr tber s u b s t a n t i a l  increase i n  FY 1963. 

Problems Inhibi t ing  Economic Growth. The burden of maintaining 
subs t an t i a l  m i l i t a r y  fo rces  i s  t h e  chief  f a c t o r  i n h i b i t i n g  economic 
growth. Defense cos t s  represent  about 50% of the  budget and count- 
ing  both budgeted and i n d i r e c t  defense cos ts ,  near ly  15% af GNP, 
making t h e  defense burden one o f  t h e  heavies t  i n  t h e  world. Another 
major problem i s  t h e  3.5% r a t e  of population growth, one of t he  
wor ld ' s  highest. In add i t ion  t o  d i l u t i n g  t h e  e f f e c t s  of economic 
gains,  t h i s  r equ i r e s  t h e  c rea t ion  of employment f o r  some 150,000 
new e n t r i e s  i n t o  t h e  labor  force  each year ,  f u r t h e r  aggravating 
t h e  already acu te  problem of underemployment. 

Despite the t echn ica l  competence brought from t h e  Mainland, a num- 
ber of i n s t i t u t i o n a l  problems remain and must be overcome before 
Taiwan can achieve i t s  f u l l  po ten t i a l .  These include r e s t r i c t i v e  
c r e d i t  prac t ices ,  customs and l i cens ing  r e s t r i c t i o n s  and excessive 
government ownership and r egu la t ion  of industry.  Economic planning 
e f f o r t s  have f a i l e d  t o  i n t e g r a t e  t h e  programs f o r  var ious  s e c t o r s  
i n t o  anover-all plan and have not  given adequate consideration t o  
f i s c a l  and monetary p o l i c i e s  or  manpower requirements. Future 
planning should be d i r ec t ed  t o  overcoming these  de f i c i enc ie s ,  
providing guidance f o r  r a t i o n a l i z a t i o n  of manufacturing, including 
reduction of unused capaci ty  i n  c e r t a i n  indus t r i e s ,  and f u r t h e r  
expsnsion of exports .  

Other Free World Assistance.  Taiwan has received l i t t l e  economic 
a s s i s t ance  from countr ies  o ther  than t h e  United S ta t e s .  However, 
t h e  Chinese Government has begun t o  s o l i c i t  t he  i n t e r e s t  of t h e  
member countries of t h e  DAC of t h e  Organization f o r  Economic 
Cooperation and Development (oECD) t o  obta in  c r e d i t s  and expand 
t rade .  

Taiwan has been t h e  r e c i p i e n t  of mult i-national  t echn ica l  a s s i s t -  
ance from t h e  UN ($1 . l  mi l l ion  i n  FY 1962) and c a p i t a l  a s s i s t ance  
from t h e  In t e rna t iona l  Development Associat ion ( I D A )  ($1 5.3 mi l l ion  
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of loans i n  FY 1362). In addi t ion ,  Taiwan has received consider- 
ah1 P p r i v a t , ~  f n r ~ i g n  i n v ~ s t w n t  , averaging about $20 mi l l i on  and 
$30 mil l ion  annually i n  recent  years.  

The A . I . D .  program f o r  FY 1'364 w i l l  emphasize development loans  
t o  p r i v a t e  e n t e r p r i s e ,  both i n d u s t r i a l  and a g r i c u l t u r a l ,  and par- 
t i c u l a r l y  p ro jec t s  which w i l l  expand Taiwan's exports .  Development 
loan funds w i l l  a l s o  be required f o r  non-project loan i n  order t o  
provide c r e d i t  f o r  the  importation of e s sen t i a l  commodities i n  
general  support  of the  over-all development e f f o r t .  The a l l o c a t i o n  
of t hese  c a p i t a l  and raw mater ia l  imports w i l l  a l s o  be d i rec ted  t o  
p r iva t e  en te rp r i se  wherever poss ib le .  

Major elements of the  Development Grant program include short-term 
consul tants  operating in  teams t o  improve the  export  p o t e n t i a l  of -..--: DpcC.IIIC. P: - i n d u s t r i e s ,  i ~ ~ i i ~ i i i i ~  planiiing coiisiiltaiit s a ~ . v i c e s ,  public: 

and bus iness  adminis t ra t ion  t r a in ing ,  and i n d u s t r i a l  development 
advisory services .  

In add i t ion  t o  A . I . D .  a s s i s t ance ,  P.L. 480 aid of about $73 million 
i s  foreseen.  F i f t y  percent  of the  proceeds of t he  s a l e  of t h e  
T i t l e  I commodities w i l l  be a l loca t ed  t o  the  Chinese m i l i t a r y  
budget. 

Major f i e l d s  of emphasis i n  the  A . I . D .  program a r e :  

P r iva t e  Enterpr ise .  The objec t ive  i s  t o  a s s i s t  i n  t he  expansion 
of expor ts  with p a r t i c u l a r  emphasis on the  pr iva te  sec to r .  Devel- 
opment Grants,  expected t o  t o t a l  $800,000, w i l l  be used. A broad 
e f f o r t  t o  develop f eas ib l e  cap i t a l  loan projec ts  i n  the  p r iva t e  
sec to r  w i l l  be launched, using specia l ized  consultant  teams, work- 
ing wi th  the  USAID s t a f f .  In addi t ion ,  an economic planning advi- 
sory  con t r ac t ,  which i s  expected t o  be negotiated i n  FY 1963, w i l l  
be continued t o  provide the GRC with the  ass is tance  necessary t o  
mobilize over-al l  domestic resources.  The f i e l d  of p r iva t e  enter -  
p r i s e  w i l l  a l s o  rece ive  major emphasis i n  the  a l l o c a t i o n  of devel- 
opment loans .  

Industry and M i n i n ~ .  The objec t ive  i s  t o  maintain the  present  
growth of approximately 10-12% per annum in  i n d u s t r i a l  production. 
Development Grants of $3M,000 a r e  requi red  t o  continue t h e  advi- 
sory se rv ices  i n  investment promotion, i n d u s t r i a l  product iv i ty ,  
t r a d e  promotion, and general  engineering ass is tance .  Development 
loans of about $15 mi l l ion  a l s o  w i l l  be required.  

Public Administrat ion.  Development Grants of $200,000 wil l  tw 
I I S P C ~  t.0 strengthen governmek rnanagernent through t echn ica l  a s s i s t -  
ance i n  improved budgeting, marketing, d i s t r i b u t i o n  and genera l  
~ ~ U M ~ G I I I C I I L  ~ I I I ~ L  U V ~ I I I ~ I J  L . 
Agriculture and Natural  Resources. Development Grants of $150,000 
a r e  requi red  t o  a s s i s t  h igh-pr ior i ty  a c t i v i t i e s  administered 
t,hrough the  J o i n t  Commission on Rural Reconstruction (JCRR), a  
Sino-American organization.  Some development loans may a l s o  be 
needed t o  a s s i s t  i n  t he  expansion of a g r i c u l t u r a l  exports .  

FY 1961, A .  I . D .  PROPOSED PROGRAM 

( I n  mi l l ions  of d o l l a r s )  
FY 1963 FY 1964 

Development Loans - Tota l  
Power and Communications 
Development Programs 

Development Grants - Tota l  

P r iva t e  Enterpr ise  
Industry and Mining 
Other A c t i v i t i e s  

Deobligations During FY 1962 

Supporting Assistance - Tota l  

Deobligations During FY 1962 

Other U. S. Assistance 
Food f o r  Peace, T i t l e s  I and 

Country Uses 
(Sales  Agreements) 

Mi l i t a ry  Assistance Program 

FY 1962 Estimated Proposed 

25.2 11.5 20.0-10.0 

5.2 21.5 

2,3 
0.1 0,8 

4 Represents pr imar i ly  deobl iga t ions  of prior-year c a p i t a l  
p ro j ec t s  funded under other appropr ia t ions  now combined 
with the  Development Grant appropr ia t ion .  

Education. The GRC has assumed support of most former A . I . D .  
p ro j ec t s  i n  t h i s  f i e l d .  However, $100,000 of Development Grants 
a r e  needed f o r  completing a c t i v i t i e s  i n  vocat ional - indus t r ia l  
education and science education. 



China (Taiwan) 
U . S .  FOREION ASSISTANCE - OBLIGATIOWS AND LOAM AUTHORIZATIONS 

( M i l l i o n s  o f  D o l l a r s )  

P R O G R A M  

ECONOMIC - TOTAL .................................... 
BRANTS ................................... 
LOANS .................................... 

Y E A R S  

1 9 5 7  

97.9 - 
77.9 
a . 0  

+% 
a.0 

3.6 

79.1: 

111.9 - 
L .L - 
L.L 

(9.3) 

1 0 . 5  

- 

T O T A L  

ABENCY FOR I N T E R N A T I O N A L  DEVELOPYEUT - TOTAL.... . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T E C H N I C A L  COOPERATION/DEVELOPMENT GRANTS ........ 

............................... DEVELOPMENT LOANS 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OTHER A.1 .D 

FOOD FOR PEACE ( P L  4 8 0 )  - T O T A L  ................... 
T I T L E  I - PLANNED FOR GRANTS AND LOANS.. . ....... 

. . . . . . . . . . . . . .  . lO6c  G r a n t s  f o r  Common Dcfcnnr 
. . .  104d . G r a n t s  from T r i a n g u l a r  T r a n e a c t i o n ~ .  

. . . . . .  1 0 4 c  . G r a n t ,  f o r  Economic Deve lopment . .  
. . . . . . . . . . . . . .  . l o b e  Loans t o  P r i v a t e  I n d u e t r y  

1 0 4 8  . Loans t o  ~ o v c m m r n t #  . . . . . . . . . . . . . . . . . . .  

T I T L E  I 1  - EMERGENCY R E L I E F  ..................... 
........... T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES 

T I T L E  I V  - W L L A R  C R E D I T  SALES. . . . .  ............. 
EXPORT- IMPORT 8ANK LONB-TERM L O A I S  ................ 

..................... OTHER U.S. ECONOMIC PROORAMS 

MILITARY - TOTAL .................................... 
BRANTS.. ................................. 
LOANS .................................... 

M I L I T A R Y  A S S I S T A N C E  PROBRAM - Y A P  - ( C h g .  t o  A v v .  ).. 
. .  ( A d d i t i o n a l  G r a n t *  from Ezccas  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  

........................ TOTAL ECONOMIC AN0 MILITARY. 

.................. F O R E I B N  A S S I S T A N C E  ACT PROBRAY.. 
OTHER ASSISTANCE. . . . . .  ............................ 

- -- - -- - - - 

OTHER ASSISTANCE AND REPAYMENTS 

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

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

LOAN DOLLAR REPAYMENTS AND I N T E R E S T  
Fv 1962 FY 1 9 4 6 - 6 2  FV 1961 

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 

FY 1961 FV 1962 1 FY 1946-62 - -- . . . .  W Tech. Aes't. (a) 0.3 0.b 3.2 
DR Special Pund . . . . . . .  - 0.7 1.3 
Int'l. Dev. Associat ion . . .  - 15.3 15.3, 

A.I.D. and PL h 8 O  L o a ~  
&-ha. Bank (long Tern) 0.3 O y b  32:s 1 
O t h e r  O o v e r m m t  Loans 0.6 0.6 18.9 d 

Less then $50,000. 
flapresents merchant d i p  a r l e s  only. 
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Indonesia 

In d ones i a - GENERAL ECONOMIC DATA 

BASIC DATA Calendar Years 
1959  - - 1961 1%0 - ;RORTH INDICATORS 

rota1 GNP ( i n  1961 prices; S mrllions)' ...................... 
P e r  Cap i t a  GNP (dollars) ...................................... 

1962  E s t .  

8,190 
83 

9 
76 

2 
14 

119 
98 

13,800 
22,000 

Populat ion (mil l ions  - 1962). ....... 99 
Annual Growth (percent)  ........ 2.3 

Li fe  Expectancy (yeara) . . . . . . .  32 

....... P e o p l e  pe r  Doc to r . .  71,000 

Literacy R a t e  - 56 ............ 60 

, . .  

hvestment  a s  percent  of GYP ................................... 
)omestic Sav inRs  a s  % of lnvestmenl  .......................... 
i e t  Foreign Balance as % o f  GNP ............................... 
: e n d  Gov't Domest ic  Revenues  as % of GNP .............. 

Area (1000 sq. mi.) ............... 576 
Pop.  Densi ty  pe r  sq. mi. ........ 170 

Agricultural L a n d  
P e r c e n t  of T o t a l  Area.. .......... 12 
Acres  per  Cap i t a  ............... 0.4 

........ P u p i l s  as 96 of Pop. 
(Primary & Secondary) \ p i cu l tu r a l  Prod. Index (1952-54300)  ......................... 

Index per  Cap i t a  ................................................. 
Rice, rough (1,000 MT).................. 

......................... Petroleum Output (1,000 MT) INDONESIA - GROWTH TRENDS 
1 I I Btlllonl - 1961 PM.11 

:ENTRAL GOVERNMENT FINANCES* 

( FY ending December 31) 

- Mil l ion Dol lar  Equivalents - 

'otal Expendi tures  ................................................. 
(Defense Expenditures) .................................. 
( C a p i t a l  Out laysJ ............................................ 

'otal Domestic Revenues  ......................................... 

Defici t  o r  Surplus  ............................................... 

Converted at 45 rupiahs per u.s.$. 

t of 001 budget r 
lit= barrmka c 

Calendar Years 
1962 E r t .  

72 5 
INTERNATIONAL TRADE (S millions) 

............ T o t a l  Expor t s  (f.0.b.). 
Rubber ................. 

............. T o t a l  Imports  (c.i.f.) 
................. T r a d e  Ba lance  

GOLD & FOREIGN EXCHANGE..  .... 352 421 291 216(~(ar.)  
(end of yea r  - S millions) 

COST O F  LIVING INDEX (1958'100). . 126 169 209 560 
( Djakarta ) 

Obtained from exchange record data. 
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U.S. Cbjectives and St ra tegy 

Indones ia ' s  l oca t ion ,  v a s t  a r e a ,  population,  and n a t u r a l  resources 
make it extremely important t o  both the  Free World and the  bloc. 
I t  is  t h e  l a r g e s t  non-Communist country 
its f u r t h e r  d r i f t  toward c o l h b o r a t i o n  
Communist China would ma te r i a l ly  under 
of ;the United S t a t e s  i n  Asia over t h e  
the  whole American pos i t i on  i n  Southea 

U.S, ob jec t ives  i n  Indonesia a r e  t o  prev 
Communiqt inf luence  i n  Indonesia 's  i n t e r  
affa'airs and t o  he lp  Indonesia develop as 
s i b l e  na t ion  whose fore ign  p o l i c i e s  w i l l  
wi th  those  of t he  United S ta t e s .  

In  the  next  few yea r s ,  U.S. i n t e r e s t s  requi re :  ( a )  support  
'~amunist groups such a s  the  Armed Forces, the Pol ice  and o 

(b)  wi l l ingness  t o  a s s i s t  Indonesia, i n  concert with other Free 
World sources of a s s i s t ance ,  t o  s t a b i l i z e  i t s  economy; ( c )  provi- 
s ion  of economic a l t e r n a t i v e s  t o  g rea t e r  dependence on the  b loc ,  
through Free World t r ade  and loans ;  ( d )  continued e f f o r t s  t o  focus 
the  a t t e n t i o n  of Indonesian l eade r s  on the  long-neglected t a sk  of 
economic development; and ( e )  pursuing e f f o r t s  t o  s t imula te  changes 
i n  Indones ia ' s  p o l i c i e s  which l i m i t  f u l l e r  economic and commercial 
cooperation with Free World countr ies .  

In the  long run the  United S t a t e s  is  in teres ted  i n  a s s i s t i n g  
Indonesia t o  develop a healthy economy, the  e f f ec t ive  i n s t i t u t i o n s  
requi red  t o  govern such a l a rge  and d iverse  country, and more 
broadly based p o l i t i c a l  leadership ,  increasingly responsib le  t o  
the  Indonesian people. 

We can expect  continuing problems and tensions i n  Southeast Asia 
due i n  p a r t  t o  Indones ia ' s  i n t e r n a l  f i nanc ia l  and p o l i t i c a l  i n s t a -  
b i l i t y ;  t o  t he  sharp c o n f l i c t s  of i n t e r e s t  between Indonesia, 
Malaya and the  Phi l ippines  with regard t o  the  f u t u r e  of the  Borneo 
t e r r i t o r i e s  ; and t o  poss ib le  Indonesfan ac t ions  against Portuguea$ 
Tim~. 

Of immediate concern i s  Indonesia 's  current  f&ancia l  c r i s i s  
caused by f i s c a l  mismanagement and worsened by t h e  m i l i t a r y  
build-up of t he  l a s t  two years which has l e d  t o  severe i n f l a t i o n ,  
depleted foreign exchange reserves ,  and dangerously high l e v e l s  
of ex te rna l  debt ,  p a r t i c u l a r l y  t o  the  Soviet bloc. The following 
a r e  the  major elements of Agency fo r  In ternat ional  Development 
(A .  I. D. ) s t r a t egy :  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I Owelno I nnnr 

* 
PROPOSED PROGRAM 

1. S t a b i l i z a t i o n .  The United S t a t e s  should: (a) '  continue i t s  
e f f o r t s ,  i n  conjunction wi th  t h e  In t e rna t iona l  Monetary Fund 
(IMF) and wi th  o the r  f r e e  na t ions ,  t o  encourage and a s s i s t  t h e  
Government of Indonesia (GOI) t o  develop and implement a s t a -  
b i l i z a t i o n  program; ( b )  sub jec t  t o  GO1 acceptance of a s t ab i -  
l i z a t i o n  program, encourage o the r  Free World na t ions  t o  jo in  
wi th  t h e  United S t a t e s  i n  rescheduling outstanding debt and/or 
providing new c r e d i t s .  CbmmnLst b loc  credits, p a r t i c u l a r l y  
the m i l i t a r y  debt, w i l l  r e q u i r e  s u b s t a n t i a l  rescheduling; rrnd 
( c )  be  prepared, provided %here is  a c l e a r  demowtxation of 
need and certain precondit ions are m e t ,  t o  p s w d e  s t ab i l i za -  
t i o n  loans t o  Indonesia; and t o  continue t o  provide substan- 
t i a l  P. L. 480 T i t l e  I, a s s i s t a n c e  a s  a means of a l l e v i a t i n g  
domestic food and raw mater ia ls  shortages.  

2 .  Development. Unt i l  some progress i s  made on s t a b i l i z a t i o n ,  
c a p i t a l  development a s s i s t ance  should not  be provided on a 
s i g n i f i c a n t  s ca l e .  However, i f  a s a t i s f a c t o r y  s t a b i l i z a t i o n  
program i s  put i n t o  e f f e c t ,  t h e  United S t a t e s  and other Free 
World na t ions  should consider a s s i s t ance  t o  a long-term devel- 
opment program, with p r i o r i t y  given t o  r e h a b i l i t a t i o n  of ex- 
i s t i n g  indus t ry ,  mining, and expansion of i n f r a s t ruc tu re .  

3. Other. Regardless of Indones ia ' s  ac t ion  on s t a b i l i z a t i o n ,  the  
United S t a t e s  should continue t o  provide P.L. 480 a s s i s t ance  
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and u t i l i z e  i t s  a i d  mechanism t o  m i n t a i n  a U.S. presence ii? f 
I 

t h e  coun2;ry and t o  e x p l o i t  oppor tun i t i e s  t o  e x e r t  U.S. in f lu- ,  
ence i n  s e l ec t ed  high p r i o r i t y  a reas ,  such a s :  ( a )  economic 
pol icy;  ( b )  i n s t i t u t i o n a l  development (government, commerce 
and higher educat ion) ;  ( c )  i n t e r n a l  s ecu r i ty  ( t h o u g h  assist- 
ance t o  the National Pol i ce  and Mobile k i g a d e  coordinated 
w i %  thlf t a r y  Ass ls fance  Pro@= (MAP) support  of t he  A r m )  ; 
( d )  Civic Action; and ( e )  Socia l  Development. 

Current S i tua t ion  

1962 saw the  end of t h e  i n t e r n a l  r ebe l l i ons  i n  Indonesia and the  
peaceful  so lu t ion  of t he  West I r i a n  d ispute ,  two of the  most t u r -  
bulent  c r i s e s  i n  Indones ia t  s 1  3  years  of independence. Indonesia 's  
na t iona l  f inances continue t o  be i n  c r i s i s .  Spare p a r t s  and raw 
ma te r i a l s  a r e  i n  sho r t  supply; indus t ry  i s  operating f a r  below 
capacity;  uncontrolled i n f l a t i o n  has encouraged smuggling and 
f l i g h t  of c a p i t a l ;  fore ign  exchange a v a i l a b i l i t i e s  have been de- 
p le ted;  and annual ex te rna l  debt serv ic ing  burden equivalent  t o  
25g.of fore ign  exchange earnings has been assumed, including l a rge  
m i l i t a r y  c r e d i t s  from the  bloc.  

The Soviet  b l o c ' s  massive m i l i t a r y  and economic a s s i s t ance  has 
given it considerable influence i n  Indonesia. A s t rong i n t e r n a l  
Communist Party (PKI) e x e r t s  influence on government pol icy  and 
pressure  fo r  r ep resen ta t ion  i n  Sukarno s inner cabinet ;  t he  Com- 
munists a r e  in  a  threa tening pos i t i on  t o  exp lo i t  economic discon- 
t e n t  and d isorganiza t ion .  In  the  l a s t  t h ree  years ,  about $1 .5 
b i l l i o n  of m i l i t a r y  and economic c r e d i t s  have been given t o  
Indonesia by the  Sino-Soviet b loc ,  which represents  about 3@ of 
t h e i r  t o t a l  a i d  t o  a l l  non-bloc a reas .  

:The United S t a t e s  cons iders  t h e  A r l q y  t he  s t ronges t  ant i -Coxnunis t  
element i n  the  country. However, i ts  e f f o r t s  t o  r ep res s  c o m r ' i s m  
a r e  hampered by its i n a b i l i t y  e f f e c t i v e l y  t o  a t t r a c t  t he  support  

' o f  c i v i l i a n  non-Communist elements and by t h e  p ro tec t ion  Sukarno 
g ives  the  PKI as a  balance t o  Arrqy power. Libera l ,  anti- Communist 
c i v i l i a n  elements are e i t h e r  out  of favor wi th  t h e  Sukarno govern- 
ment o r  without a  well-organized p o l i t i c a l  base. Hqwever, a group 
of responsib le  l eade r s ,  center ing  around F i r s t  Minister  Djuanda, 
has taken t h e  i n i t i a l  s t e p s  i n  cooperation wi th  t h e  IMF' i n  prepar- 
ing a  s t a b i l i z a t i o n  program. 

R e s i d e n t  &no has a l s o  apprmed i n  p r i n c i p l e  the T(IP s t ab i l l -*  ( 
sa t ion  proposals developed d w i n g  a r ecen t  IW conauLCation i n  
Indonesia. The Unlted S t a t e s  has taken the lead i n  consult ibg,  ; 
through the  Development Assistance Committee (DAC) with other, &a# 
World countries regarding Tnaonesia f GfrmxiaZ s Q ~ t i o n . .  The 
United Sta tes  r e c e n t l y  extended Indonesia a  $17 mi l l ion  loan t o  
f inance the importat ion of urgent ly  needed i n d u s t r i a l  spare p a r t s  
and raw materials .  The G O 1  i s  cont r ibut ing  a  s imi l a r  amount t o  
f inance t h i s  emergency import program. A P.L. 480 three-year 
T i t l e  I sa l e s  agreement was signed i n  FY 1962 which provided the  
bas i s  f o r  assis ' tance during FY 1963 a t  $65.3 mi l l i on .  

Indonesia i n i t i a t e d  an Eight-Year National Development Program i n  
January 1961, but due t o  i t s  worsening balance-of-payments s i t u a -  
t i o n ,  many new c a p i t a l  p ro j ec t s  have been postponed i n  favor of 
r e h a b i l i t a t i o n  of e x i s t i n g  f a c i l i t i e s .  To a t t r a c t  fore ign  capi- 
t a l  and know-how, the  G O 1  r ecen t ly  adopted a  production-sharing 
pol icy  on which b a s i s  one American firm has a l ready entered  i n t o  
a  f i s h  canning.operation,  and Japanese, West Germans and o thers  
a l s o  have shown i n t e r e s t .  

In addi t ion ,  improvement continues i n  the  f i e l d s  of s o c i a l  and 
i n s t i t u t i o n a l  development t o  which the  United S t a t e s  i s  giving 
ass is tance .  Through the  U.S. t echn ica l  a s s i s t ance  pcogram, 
FY 1951 -1962, 3,672 Indonesians have been t r a ined  i n  the  United 
S t a t e s  and a r e  now working throughout the  Indonesian government 
and i n  public and p r iva t e  i n s t i t u t i o n s .  Indonesia has ,  l a r g e l y  
by i t s  own e f f o r t s ,  increased l i t e r a c y  from 4% t o  about 60% 
s ince  1951; t he  United S t a t e s  i s  now a s s i s t i n g  i n  the  upgrading 
of higher education. Important s t r i d e s  have been made i n  malaria 
eradication under a  j o in t  United S ta t e s ,  World Health Organization 
(WHO)  and G O 1  program. Some 65 mi l l i on  people have been brought 
under anti-malaria protec t ion  on the  i s l ands  of Java, Madura, 
Bali  and the southern t i p  of Sumatra. A U.S. program of t r a in ing ,  
technica l  a s s i s t ance  and re-equipment f o r  the  National Police 
and the specia l ized  Mobile Brigade i s  progressing s a t i s f a c t o r i l y .  
Under the  l eade r sh ip  of General Nasution, t he  Indonesian Armed 
Forces have i n i t i a t e d  a  c i v i c  a c t i o n  program, t o  which the  
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Non-U.S. Extcrnal  ~ s s i s t a n c c a /  (I= thousands of U.S. d o l l a r s )  s k i l l s  f o r  servicemen soon , to  be demobilized, aiid commudities t o  
enable the Army t o  ca r ry  out economic and s o c i a l  development ac- 

Source 1962 1963 1961, t i v i t i e s ,  p a r t i c u l a r l y  i n  the  r u r a l  a r eas .  

Other p r o j e c t s  include large-scale support of the malaria eradi -  

United Nations 1,223.0 1,213.8 821 .7 ca t ion  program, t r a i n i n g  a s s i s t ance  i n  maritime and a i r  t r ans -  
Colombo Plan 2.611.0 3.602.0 4.330.0 po r t a t ion ,  labor  s k i l l s ,  and a g r i c u l t u r a l  production. 
Other Sources 
Reparations 
Sino-Soviet b l o c v  

Total  

11 il28.2 4i458.7 3;080.0 
26,077.0 20,200.0 20,000.0 f j u p p o r t i n ~  Assistance.  Funds a r e  provided t o  complete t h e  r e -  

n.a. n.a. n.a.  equipping of the  Mobile Brigade, scheduled t o  take  pver a l a r g e  
p a r t  of t he  A r l y ' s  r e s p o n s i b i l i t y  f o r  i n t e r n a l  s ecu r i ty ,  w i th  

41,039.2 29,474.5 28,231.7 t r a n s p o r t a t i o n  and communication equipment, small a m  and amami- 
t20n. 

a /  From . T ~ n ~ m r y  1963 CAP g ~ h m i g i n n .  
9 Against  a #&+o mil l ion  l i n e  of' economic c r e d i t s  $ 

had bees  drawn dovn by December 31 , 1962. I n  add 
mi l l i on  i n  mi l i t a ry  hardware had been delivered a 
ber 31, 1962 aga ins t  mi l i t a ry  c r e d i t s  t o t a l i n g  $1, 
l i o n ,  

Non-U.S. Free World technica l  a s s i s t ance  covers a wide v a r i e t y  of 
f i e l d s  inc luding ag r i cu l tu re ,  f i s h e r i e s ,  c i v i l  av i a t ion ,  e l e c t r i -  
c a l  engineering,  road r e h a b i l i t a t i o n ,  and fores t ry .  Capi ta l  i s  
a l s o  provided under c r e d i t s  from West Germany and France, and 
under Japanese repara t ions  f o r  road construction,  harbor develop- 
ment, e l e c t r i c  power, a  dam and hydroelec t r ic  i n s t a l l a t i o n ,  sh ips  
and f a c t o r i e s .  The Sino-Soviet bloc has extended 
fo r  i n d u s t r i a l ,  t r anspor t a  

i 
$640 mill-ion, of which only $1 

, t he  end o f  December 1962. So 
f a l l  s e r v i c e s  but  has been pre  
and Navy. 

FY 1964 Program 

Development Grants. The proposed program concentrates on consult-  
a n t  s e r v i c e s  i n  economic pol icy  planning, p ro j ec t  f e a s i b i l i t y  
s t u d i e s ,  and strengthening Indonesian higher educational  i n s t i t u -  
t i o n s  ( a g r i c u l t u r e ,  science and engineering,  medical) and educa- 
t i o n  m i n i s t r i e s .  U.S. t r a i n i n g  and advisory services a r e  a l s o  
provided i n  po l i ce  and i n  c e n t r a l  and r eg iona l  publ ic  administra-  
t i o n .  In Civic  Action, the  program provides t r a in ing  i n  c i v i l i a n  

P.L. L80. This program, cons is t ing  pr imar i ly  of r i c e ,  cot ton  and 
soybean o i l ,  w i l l  continue t o  be an important resource i n  helping 
t o  meet Indonesia 's  balance-of-payments gap and shortages of food 
and raw mater ia ls .  

Development Loans. I f  a  s a t i s f a c t o r y  s t a b i l i z a t i o n  program i s  
formulated and put  i n t o  e f f e c t ,  t he  United S t a t e s  w i l l  consider 
long-term development loans f o r  r e h a b i l i t a t i o n  of c e r t a i n  e x i s t -  
ing  i n d u s t r i e s ,  including mining, and for  improving i n f r a s t r u c t u r e  
(e.g.  power and t r a n s p o r t a t i o n ) .  Such p r o j e c t s  would complement 
a s t a b i l i z a t i o n  e f f o r t  and promote exchange earnings.  

Gontineency. The United S t a t e s  may f i n d  it appropr ia te  t o  assist 
Indonesia i n  a s t a b i l i z a t i o n  program, provided seve ra l  condi t ions  

, a r e  met: ( a )  t he  adoption of an adequate IMF-assisted s t a b i l i z a -  
t i o n  program and evidence of implementation; ( b )  reduction of 
Indonesia 's  outst.anding ex te rna l  debt burden t o  acceptable  levels 
through negot ia t ions  between the  G O 1  and the  Sovie t  bloc and Free 
World c r e d i t o r s ;  ( c )  acceptable G O 1  a t t i t u d e s  and ac t ions  i n  con- 
nect ion  with I t s  neighbors, p a r t i c u l a r l y  Brunei and North Borneo; 
and ( d )  a mutual understanding with the  GO1 concerning Indonesia 's  
present  and f u t u r e  na t ional  goals and in t e rna t iona l  p o l i c i e s ,  in- 
cluding i ts  p o l i t i c a l  comitments  t o  the  Sovie t  B1 

,requirement w i l l  depend on ca re fu l  ca l cu la t ion  of 
requi red  t o  s u s t a i n  t h e  economy and probable f o r e i  
earnings ,  and on t h e  success of Indonesia 's  negot 
f i e e  World and b loc  c r e d i t o r s .  

Preliminary es t imates  of A.I.D. requirements a r e  $40- 
However, because of t he  many p o l i t i c a l  and economic 
ties, the  requirement i s  being t r e a t e d  a s  a con t i  
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FY 1 964 A. I. D. PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
Fi 1963 FY 1964 

Development Loans - Tota l  
Industry and Mining 
Other (power, Transpor ta t ion)  

Development Grants - Tota l  
Public Health 
Education 
Public Administration 
Indust ry  and Mining 
Agr icul ture  
Transportat ion 
Other ( i n c l .  Civic ~ c t i o n )  

Deobligations During FY 1 962 

Supporting Assistance - Tota l  
Projec t  Assistance 

Transportat ion 
Public Sa fe ty  (Mobrig) 
Disas ter  Rel ief  

Non-Project ( ~ o a n )  

Deobligations During FY 1962 

- 

4 Subjec t  t o  a s a t i s f a c t o r y  s t a b i l i z a t i o n  program being formu- 
l a t e d  and put i n t o  e f f e c t .  

There i s  a contingency Supporting Ass is tance  requirement of 
$40-75 m i l l i o n  f o r  s t a b i l i z a t i o n  loans .  There i s  t h e  posi- 
b i l i t y  t h a t  t h i s  requirement might be  met by a Development 
Loan, on a program bas is ,  f o r  balance-of-payments support .  



Indonesia 
1I .S.  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  A N D  L O A N  A U T H O R I Z A T I O N S  

T O T A L  

681.5 

267 .O 
L14.5 

(Millions o f  D o l l a r s )  

I 5 F I S T A L  Y F A R S  

1 9 5 6  1 1 9 5 7  
- P R O G R A M  

.................................... 707 -5 
? -  - 
I " . ,  

117.2 

- , . .... ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
" n " l , o  . i . i  

LoAIS j 63.6 

. . . . .  A G E N C V  F O R  INTERNATIOIIL D E V E L O P M E N T  - T O T A L . .  - 107.5 
G.." t s . .  . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17.2 

I TECHNICAL COOPERATION~DEVELOPMENT GRANTS.. . . . . . .  I - I O.? I 
DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
OTHER 4 . I . D  

a/ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 - 1 107:L- 
FOOD FOR PEACE ( P L  4 8 0 )  - TOTAL. .  . . . . . . . . . . . . . . . . . .  I A 

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

1OIc . Grants for Common D c f c n s c  . . . . . . . . . . . . . . .  - 
104d . L o o n  r from 'Trlongulor 'Tranroctronr.. . . .  - 

. . . . . . .  i04e . C r w t i  f u r  r F r u , w - i ~  ~ d b r : u p ~ e h t . .  - 
. . . . . . . . . . . . .  . 104e Loans  to P r r u o t e  Industry. - 

. . . . . . . . . . . . . . . . . .  . 104g L o o n s  to Governments.. - 

I T I T L E  l  I  - EMERGENCY R F L I E F . .  . . . . . . . . . . . . . . . . . . . .  1 - 1  - I  
T I T L E  I 1  I - VOLUNTARY R E L I E F  A G E N C I E S . .  . . . . . . . . . .  - 
T I T L E  I V  - W L L A R  C R E D I T  SALES . . . . . . . . . . . . . . . . . . .  

I E I P O R T -  IMPORT BANK LONG-TERM LOANS.. ............... 
..................... O T H E R  u.s .  E C O N O M I C  P R O G R A M S . .  67.7 - -- - - t- 
. N I L I T A R V  ASSISTANCE PROGRAM - MAP ( C h g .  t e  App.  ).. . - 

(Addilionol Grants from E r c r r s  Stocks). . . .  ( - )  I 
OTUER M I L I T A R Y  ASSISTANCE .......................... 

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

F O R E 1 6 1  ASSISTANCE ACT PROGRAM. .................... 111.L ................................... OTHER ASSISTANCE - 100.0 
. -- - - - - 

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  

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

1 9 6 1  I C a l e n d a r  Y e a r l . .  . . . . . . . . . . . . . . . . . . . . . . . . .  138.0 

. . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 2  ( 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 2  . . . . . . . . . . . . . . . . . . . . . . . . . . .  637.8 

ASSISTANCE FROM INTERNATIONAL AGENCIES 
FY 1 x 1  FY 1962 FY 1946-62 

UN Special  Fund . . . . . . .  

LOAN DOLLAR REPAYMENTS AND INTEREST 

FY 1 x 1  r Y  1962 FY 1946-62 - -- 
A.I.D. and PL LBO b a M  1 .3  1.3 10.0 

Fx-ln. Benk (Long Term) 9.5 11.9 641 .8 
Other Government Loans 2.9 2.9 39.1 1 

+ Less than $50,000. 
a/ Includes $101.L nd l l ion  in a i d  channeled through U e  Netherlands. 
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Korea 

Korea- GENERAL ECONOMIC DATA 

BASIC DATA 

. . . . . . .  Population (millions - 1962). 26 
........ Annual Growth ( ~ e r c e n t )  2.9 

Area (1000 sq. mi.) ............... 37 
........ Pop. Density per sq. mi. 700 

Agricultural Land 
........... Percent  of Total  Area. 21 

Acres per Capita  ............... 0.2 

Life Expectancy (years) ....... 47 

People per Doc tor . .  .......... 3,000 

Literacy Ra te  - % ............ 
Pupi l s  a s  96 of Pop. ...... 

(Primary & Secondary) 

K O R E A  - G R O W T H  T R E N D S  
!,4W i 

Calendar Years 
1959 1960 1961 

INTERNATIONAL TRADE (S millions) 
To ta l  Exports (f.0.b.). ............ 

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

Trade Ba lance . .  ............... 
GOLD & FOREIGN EXCHANGE.. .... 

(end of year - S millions) 

COST OF LIVING INDEX (1955=100) 
(seoul) 

XOATH lNDlC,4TORS 

'otal GNP (in 1961 prices; S m ~ l l i o n s ) ~  ...................... 
........ P e r  Capita  GNP (dollars) ............................. : 

................................... ?vestment a s  percent of GYP 
.......................... lomestic S.avin~s a s  % of Investment 

................................ let Foreign Balance as  8 of GNP 
lentral Gov't Domestic Revenues a s  % of GNP .............. 

......................... igricultural Prod. Index (1952-513003 
................................................. lndex per Capita 

Rice, rough (1,000 MT) ................. 
"dustrial Prod. Index (1960=100) .............. 

Colendor Yeors 
1960 - 1962 Est .  1961 - 

1,794 1,857 1,895 
73 73 73 

:ENTRAL GOVERNVENT FINANCES* - Million Dollor Equivalents - 
(FY ending December 31) 

1960 1961 1%2(~udnet)  
'otal Expenditures ................................................. 3 06 413 621 

(Defense Expenditures) .................................. 
(Copltol Ovtloys) 

(IJ-3 ) (128) (159) 
............................................ (52) ( 1 0 9 ) d  ( 2 3 0 ) d  

'otal Domestic Revenues ......................................... 222 2 19 329 

Deficit or Surplus ............................................... -84 - 194 -292 

Converted a t  130 won per u.S.$. 
/ Increases i n  capital outlay re f lec t  substant ial  expansion i n  development grants . 

and loans t o  agriculture and industry. 

Security force strengths as  of Dec. 15, 1962 
Military (Amy,  h v y  and A i r  ~ o r c e )  
C i v i l  Police ( ~ t i o n a l  Police) 

Security forces an a $ of population: 2.3$ 

Deferme expenditures a s  a $ of GlOP id 

U.S. contribution to defense 
M.A.P. (deliveries) 
~ c o ~ m i c  assistance 4 SI 

U.S. assis tance to police programs 

(1n millions 
187.1 
41.0 
0.2 

Country f i s c a l  years (ending Dec. 31). 

Dallar equivalent of ROKG budget receipts  of U S .  aid-generated 
expendad (budgeted i a  1%2) for  mFlitary support. 
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capaLI1~ OE de te r r ing  o r  r epe l l i ng  renewed Communist aggression.  
Related ob jec t ives  a r e  t h e  development of a s t ab le  and democrati- 
c a l l y  o r i en ted  nat ion  i n  the  crea t ion  and defense o f  which the  
United S t a t e s  has  been deeply involved. U.S. support enables the  
Republic o f  Korea (ROK) t o  maintain a major m i l i t a r y  fo rce  serving 
U.S. s e c u r i t y  i n t e r e s t s  i n  Northeast Asia, and t o  meet a n  other-  
wise unmanageable balance-of-payments gap. Economic development 
i s  sought t o  strengthen Korea aga ins t  Communist economic compe- 
t i t i o n  and subversion and t o  c r e a t e  a stronger and more nea r ly  
se l f - sus t a in ing  economy. 

The defense of t h e  independence of Korea against  aggression and 
subversion i s  important h i s t o r i c a i i y ,  geographicaliy,  and 
psychologica l ly  t o  the  whole Free World pos i t ion .  The maintenance 
of an e f f e c t i v e  Korean m i l i t a r y  force ,  whose cost  i s  now f a r  beyond 
Korean fLnancia l  a b i l i t i e s  t o  support without eXternal  assisCance, 
i s  i n  t h e  s e c u r i t y  i n t e r e s t s  of  t h e  United Sta tes .  These reasons 
unde r l i e  t h e  U.S. commitment t o  support Korea, both m i l i t a r i l y  
and economically. 

To help achieve U.S. objec t ives  i n  Korea, t he  Agency f o r  I n t e r -  
r.ationa1 Development (A.I . D .  ) s t r a t egy  Fs t o :  

1. Gradually reduce a i d  funds f o r  maintenance of t h e  economy and 
inc rease  funds f o r  development a s  warranted, t h u s  t r a n s f e r r i n g  
t o  t h e  Koreans more and more r e spons ib i l i t y  t o  sus t a in  them- 
se lves .  I n  add i t ion  t o  Development Loan projec ts ,  it w i l l  be 
d e s i r a b l e  t o  consider program loans  fo r  developmental oomodi- 
t i e s ,  should such loans  appear t o  be useflil in furthering the 
emphasis on s o w d  development. The reductions i n  Supporting 
Ass is tance  g r a n t s  from $181 mi l l i on  i n  FY 1961 t o  $80 mi l l i on  
i n  FY 1964, i n  l i n e  with t h e  Mansfield Amendment, have been 
designed t o  implement t h i s  s t r a t e g y  and put increas ing  pres- 
sure  on Korea t o  continue t o  expand i t s  own earnings  of 
fo re ign  exchange, use i t s  fore ign  exchange inc reas ing ly  on 
b p o r t s  of e s s e n t i a l  commodities and capital  goods, l i m i t  
i t s  imports  of  consumer goods, and responsibly manage i t s  
i n t e r n a l  budget. To t h i s  end, t h e  l e v e l  o f  Suppurting Assist- 
ance should not  be determined by ROK budgetary requirements, 
bu t  based upon a determination of m e t  and e s s e n t i a l  import 
requirements. It w i l l  be r e l eased  incrementally pending a n  
evaluat ion  of ROK Government performance. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

1 Develoo.Grants 1 2 . 9 ~  

PROPOSED PROGRAM 

I D.L. Estimate $40-60 Millm 

A .I .D. recognizes t h a t  i t s  s t r a t egy  of gradual  reduct ion  i n  
S q p o r t i n g  Assistance must f ace  the  pneo:bil i t j r  t h a t  t he  """3 Koreans w i l l  not  t r i m  t h e i r  p lans  t o  ava l  a b l e  resources and 
w i l l  consequently experience severe i n f l a t i o n .  I n  t h e  event 
of  severe i n f l a t i o n ,  A . I . D .  w i l l  withhold i t s  c a p i t a l  develop- 
ment lending a s  a pressure  t o  encourage s t a b i l i t y .  Wasteful 
use  of Korea 's  own fore ign exchange o r  i r r e spons ib l e  expansion 
of t he  Korean money supply w i l l  no t  j u s t i f y  increased U.S. 
Supporting Assistance f o r  balance-of-payments support .  

2. Develop a long-range a n a l y s i s  of  t o t a l  Korean resource 
a v a i l a b i l i t i e s  and p rac t i cab le  goa l s  a s  a b a s i s  f o r  f u t u r e  
A . l  .D. funding decis ions .  

Continue pressing f o r  a s a t i s f a c t o r y  ROK economic plan, 
improvment in planning techniques and b u d g ~ t a r y  and t a x  
p o l i c i e s  and p rac t i ces ,  wi th  s t r e s s  on: (a)  t h e  containment 
of i n f l a t i o n a r y  forces ;  (b) modernization of t he  e x i s t i n g  
banking and c r e d i t  system and d e v e l o p e n t  o f  i ncen t ives  t o  
p r i v a t e  c a p i t a l  formation; (c)  an increased r o l e  fo r  p r iva t e ,  
inc luding fore ign ,  equ i ty  investment i n  t h e  development 
program; and (d) t h e  development of improved accounting, 
ent repreneur ia l  and managerial a b i l i t i e s .  These ob jec t ives  
a r e  sought by d i r e c t  USOM/ROKG negot ia t ions ,  by advisory  
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se rv i ce  and t r a i n i n g  con t r ac t s  f inanced by Development Grants Between 1960 and 1962, t h e  Korean Government's f i n a n c i a l  p o s i t i o n  
and by se l f -he lp  " s t r i ngs"  on our a i d .  de t e r io ra t ed  s i g n i f i c a n t l y :  Although a  48% inc rease  i n  domestic 

revenues was most encouraging, t h e  100% inc rease  i n  t o t a l  expendi- 
4 .  Strengthen Korea' s  econony by i n t e r r e l a t i n g  e f f o r t s  t o :  ( a )  t u r e s  converted a  balanced budget t o  one wi th  an approximate de- 

encourage t h e  development of appropr ia te  manufacturing indus- f i c i t  of $67 mi l l ion .  The g r e a t e s t  i nc rease  of expenditures was 
t r i e s ;  because of Korea 's  shortage of n a t u r a l  resources ,  f o r  c a p i t a l  ou t l ays ,  which rose  342% t o  $230 mi l l i on .  The m i l i t a r y  
Korea 's  economic v i a b i l i t y  w i l l  depend i n  t h e  long-run on budget rose from $128 mlllion i n  1961 t o  '$159 million i n  1962, but  
adding value t o  l a r g e l y  imported ma te r i a l s  and expor t ing  semi- t h e  ROK Government f inanced t h i s  i nc rease ,  s i nce  t he  con t r ibu t ion  
manufactured and f i n i s h e d  goods; ( b )  encourage the  development o f  U.S.-controlled Won a c t u a l l y  f e l l  from 8 1 2  to $115 mill ion.  f 
of medium and smal l  s c a l e ,  labor- in tens ive  p r i v a t e  en t e rp r i s e ,  
t o  make use  of Korea 's  underemployed bu t  i ndus t r ious  and The r i s i n g  government d e f i c i t  and t h e  i no rd ina t e  i nc rease  i n  
l i t e r a t e  l abo r  fo rce ;  and ( c )  encourage the  use i n  f i e l d s  money supply have c r ea t ed  very s u b s t a n t i a l  i n f l a t i o n a r y  pressures ,  
i nd i ca t ed  by ( a )  and ( b )  above of t he  Japanese p r i v a t e  and r e s t r a i n t  of which i s  e s s e n t i a l  t o  development. Basic changes 
o f f i c i a l  c a p i t a l  expected t o  flow from the  Korea-Japan s e t t l e -  i n  cur rent  ROK a t t i t u d e s ,  both publ ic  and p r i v a t e ,  and the  
ment. development o f  p o l i c i e s  and i n s t i t u t i o n s  needed t o  gear the  

economy t o  a  r e a l i s t i c  long-range program a r e  requi red .  Such 
5 .  Continue t o  encourage o t h e r  c a p i t a l  sources t o  a s s i s t  Korea on changes are  needed t o  genera te  savings,  t o  encourage and expand 

concessiopal  terms, while working t o  keep short-term commit- p r i v a t e  en t e rp r i s e ,  and t o  enable t h e  economy t o  func t ion  
ments wi th in  Korea 's  capaci ty  t o  repay. e f f i c i e n t l y ,  without undue p o l i t i c a l  i n t e r f e r ence .  

This  i s  t h e  yea r  i n  which the  m i l i t a r y  junta  had pledged a  r e t u r n  
t o  c i v i l i a n  r u l e ,  but  t he re  has been p o l i t i c a l  turmoil  i n  connec- 
t i o n  with t h e  f u l f i l l m e n t  of t h i s  pledge. A . I . D .  recognizes t h a t  
development r equ i r e s  p o l i t i c a l  a s  wel l  a s  economic s t a b i l i t y ;  it 
was not  c l e a r  a t  t h e  time of t h i s  p re sen ta t i on  whether p o l i t i c a l  
problems would ma te r i a l l y  upse t  a i d  s t r a t e g y .  

Current  S i t u a t i o n  

Recent Economic D i f f i c u l t i e s .  Korea 's  f a i l u r e  t o  achieve s i g n i f i -  
cant  economic growth and reduce massive unemployment and under- 
employment has con t r ibu t ed  s u b s t a n t i a l l y  t o  p o l i t i c a l  u n r e s t  i n  
r ecen t  years .  

During t h e  yea r s  1959-1962 Korea 's  Gross National  Product (GNP) 
r e g i s t e r e d  an over-a l l  i nc rease  of only  8%, while p e r  c a p i t a  GNP 
remained v i r t u a l l y  cons tant .  The p r i n c i p a l  f a c t o r s  i n h i b i t i n g  
more r a p i d  growth were t h e  economic r eces s ion  and unce r t a in  busi-  
ness  outlook growing out  of t h e  p o l i t i c a l  r evo lu t ions  o f  1960 and 
1961. During 1962 i n d u s t r i a l  production increased  an es t imated  
17%, but  t h i s  ga in  was p a r t i a l l y  o f f s e t  by a  drop i n  a g r i c u l t u r a l  
production of approximately 8% because of  unfavorable weather 
condi t ions .  Between 1959 and 1962, expor ts  increased  from $20 
mi l l i on  t o  about $54 mi l l i on ,  but  imports rose  even more, and t h e  
balance-of-trade gap widened by $79 mi l l i on .  This i nc rease  was 
f inanced by reduct ions  i n  t h e  fore ign  a i d  p i p e l i n e  and i n  fo re ign  
exchange r e se rves .  

Hopeful Signs. Prospects  f o r  improvement desp i t e  t h e  pauci ty  of 
n a t u r a l  resources,  de r ive  from Korea 's  i n t e n s i f i e d  i n t e r e s t  i n  
economic growth, the  a v a i l a b i l i t y  of e x t e r n a l  c r e d i t s  from Europe, 
p a r t i c u l a r l y  Germany, and t h e  a n t i c i p a t e d  Korea-Japan se t t l emen t ,  
which at 5s asstPned #iIL be cgmpls%~i I n  1963, and which promises 
t o  provide increased  t r ade  and investment. The Government has 
a l s o  i n i t i a t e d  a  number of se l f -he lp  measures i n  t he  p a s t  20 months. 
One of t h e  most important has been t h e  adoption of programs t o  
encourage expor ts ,  t h e  pressure  f o r  which has been i n  l a r g e  meas- 
u r e  due to  reduct ion  i n  U.S. Supporting Ass is tance .  Other measures 
r e s u l t i n g  from t h e  R O K G ' s  increased  i n t e r e s t  i n  development, and 
U.S. help,  inc lude  r ev i s ion  of t h e  t a x  law and t a x  c o l l e c t i o n  
procedures; e f f o r t s  t o  reduce p e t t y  corrupt ion  by more vigorous 
prosecution and s u b s t a n t i a l  i nc rease  i n  o f f i c i a l  s a l a r i e s ;  a  
f o r t h r i g h t  recogni t ion  of t h e  need f o r  vocat ional  education with 
an almost ten-fold budget increase ;  and an a t t a c k  on housing 
needs. I n  t h e  a g r i c u l t u r a l  s e c t o r  t h e  ROKG has  developed a  much 
improved c r e d i t  program; improvad f e r t i l i z e r  d i s t r i b u t i o n  and use  
( t h e  de l ivery  of f e r t i l i z e r  t o  Korea i n  bulk has c rea ted  a  domes- 
t i c  bagging indus t ry  and saved about $5 m i l l i o n  i n  fo re ign  ex- 
change); g r e a t l y  increased  t h e  numbers of small  l i ve s tock ;  and 
expanded an u rgen t ly  needed r e f o r e s t a t i o n  program, p l an t ing  220 
mi l l i on  seedl ings  i n  1962. 

Five-Year Plan.  The ROK Government adopted a  Five-Year P lan  i n  
1961. The Plan  r e f l e c t s  a  hea l thy  i n t e r e s t  i n  long-range develop- 
ment planning, but  t h e  ROKG recognizes t h a t  the  Plan  i s  over ly  
ambitious and has requested U.S. a s s i s t ance  t o  develop a  tech- 
n i c a l l y  sound p lan .  __ 144 
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FY 1964 Program 

The FY 1964 program, together  with programs previously funded, i s  
peqrpd tn  ~r.rr:r +h? A .x .>. =t::ts~-- 

0.l 

Current es t imates  of t h e  Development Loan Program i n  FY 1964 
inc lude  p r o j e c t s  t o  lower Korea 's  import requirements ( a  f e r t i l i z e r  
p l an t ) ,  encourage development of small and medium p r iva t e  indus t ry  
and provide needed i n f r a s t r u c t u r a l  development t o  undergird the  
economy (power generation and transmission,  communications). F ina l  
approval  of t h e  p ro jec t s  w i l l  depend upon t imely appra i sa l  of  t h e i r  
p r i o r i t y  i n  t h e  face  of competing demands f o r  funds. 

The Supporting Assistance program w i l l  continue i t s  downward fund- 
ing  t r e n d  t o  keep pressure on t h e  Koreans t o  m a i z e  t h e i r  own 
fore ign exchange earnings and t o  r e s t r i c t  t h e i r  u se  t o  high p r i -  
o r i t y  imports .  A . I . D .  financiiiig ~ i Y i  be f o r  i n d u s t r i a l  raw ma- 
t e r i a l s  ( such a s  rubber, bas i c  metals ,  chenicals ,  t e x t i l e  ma te r i a l s ,  
l ogs ,  machinery) and e s s e n t i a l  consumables (such a s  petroleum 
products) . 
Given t h e  sharp f luc tua t ions  i n  Korean inpor ts  i n  1961 and 1962, 
t h e  Supporting Assistance l e v e l  cannot be p rec i se ly  ca lcula ted  
from a p ro jec t ion  of import requi renents .  It i s  no t  expected t h a t  
imports can be continued a t  t h e  1962 l e v e l  with Supporting Assist- 
ance of $80 mi l l i on ,  However, it i s  believed important t o  main- 
t a i n  t h e  p r i n c i p l e  of a downward funding trend i n  order t o  keep 
t h e  p re s su re  on f o r  needed improvements i n  budgetary and fore ign  
exchange p o l i c i e s .  

The P.L. 480 program, which provides primarily wheat and cot ton ,  
w i l l  continue near current  l e v e l s .  

The FY 1964 Development Grant program i s  t a i lo red  t o  deal  with the  
f i s c a l  and i n s t i t u t i o n a l  problems which a r e  re tard ing development 
i n  Korea. It w i l l  supplement programs previously funded t o  
provide t echn ica l  a s s i s t ance  t o  a i d  t h e  ROK Government, prepare 
sound long-range development p lans  and t o  understand and e s t a b l i s h  
t h e  f i s c a l  s e t t i n g  and a t t i t u d e s  necessary fo r  a developing economy. 

The program contemplates a new contrac t  t o  provide advice t o  t h e  
Korean Reconstruction Bank in order t o  improve i t s  banking p rac t i ces  
through which loans  a r e  made t o  p r i v a t e  borrowers. Advisers a r e  
a l s o  being provided t o  t h e  Government a t  decision-making l e v e l s ,  
u sua l ly  t h e  cabinet  min i s t e r  and h i s  immediate subordinates,  i n  
order t o  encourage ac t ion  by t h e  Government ra ther  than  d e t a i l e d  
work by U.S. technic ians .  M i n i s t r i e s  concerned inc lude  those  

handling t axa t ion ,  education,  agr. iculture,  t r anspor t a t ion ,  com- 
munications and heal th .  

I n  the  power f i e l d ,  Uevelopm~nt Grant funds w i l l  continue t o  
suppvrt  h3riglneers t o  work with Korea E l e c t r i c  Company and t o  moni- 
t o r  and analyze the  seve ra l  p r o j e c t s  now underway and contemplated. 
FY 1964 funds w i l l  a l so  permit the  continuation of cont rac t  serv- 
i c e s  and technic ians  i n  mining, inc luding f u r t h e r  explora t ion  f o r  
mineral  resources.  The program a l so  proposes t o  f inance continued 
work with the  ROK o f f i c e  of Rural Development, which combinns 
community development and extension work. Subs tan t i a l  t echn ica l  
a n d  advisory services  t o  Korean indus t ry  a r e  planned i n  produc- 
t i v i t y ,  q u a l i t y  cont ro l ,  e t c . ,  but ,  above a l l ,  i n  managerial, 
en t r ep reneur i a l  and accounting techniques. h p h a s i s  w i l l  be placed 
on i n d u s t r i e s  with export  po ten t i a l .  

FY 1964 A .I .D . PROPOSED PROGRAM 

(1n mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  25.2 45.0 40.0-60. 0 
Indust ry  and Mining 4.3 9.5 
Power and Communication 20.9 14.0 
Transportat ion - 19.1 
Other A c t i v i t i e s  - 2.4 

Development Grants - Total  
Publ ic  Admin. & Public Safety 
Agriculture (Rural Develop. ) 
Indust ry ,  Mining and Publ ic  

Services 
Education 
Civic Action 
Other A c t i v i t i e s  

Deobligations During FY 1962 

Supporting Assistance - Tota l  
Non-Project Assistance 

Commodity Import Program 

Deobligations During FY 1962 (-3.4) XX 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 64.3 62,1 
( s a l e s  ~ ~ r e e m e n t s )  (71.5)  (69.0) (70.0) 

Mil i t a ry  Assistance Program 218.7 200.3 
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U . S .  FOREIGN A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  
- - 

I . 5 .  F l  S C A L  Y E A R S  

1 9 5 6  1 1957 
T O T A L  

3,L7j .?  

3 , M . F  
0G. I. 

2 ,172.1  
2,121.6 

50.5 

!,1.2 

5~1.5 

2,0H0.5 

jS3.7 - 
2L6.l - 
2Ll.ti 

L.7 

(286.4)  

22.1 

175.7 

059 .L 

l , l ' l 3 . 5  

1,';) z.7 

l , K . ~ . 4  
(1: ?.!) 

L3.3 

P R O G R A M  b 

.................................. GRANTS.. 156.3 
LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

AGENCY FOR I N T E R M A T I O I A L  DEVELOPMENT - TOTAL ....... 
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

277.9 -.r 
1 7 . 1  

6.7 

15 .1  

X)? .1 

l.lL.9 - 
28.0 - 
79.2 

( 3 3 . 0 )  

16 .5  

~ ~ 

190.5 
190.5 

190.5  
( 2 1 . 9 )  

r E C H N I C A L  COOPERATIONIDEVELOPMENT GRANTS . . . . . . . . .  I - 
DEVELOPMENT LOANS. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 
OTHER A . I . D . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - I 

FOOD FOR PEACE ( P L  4 8 0 )  - TOTAL. ................... 
T I T L E  I - PLANNED FOR GRANTS AND LOANS . . . . . . . . . . .  -- 

. . . . . . . . . . . . . . .  ! 0 4 c  - C r a n t r  f o r  Common Defense - 
!04d  - C r o n t r  f rom T r i a n g u l a r  Tranrmct  t o n s . .  . . .  - 

. . . . . . .  104 .  - C r o n t s  f o r  Econcmrc  D e v e l o p m e n t . .  - 
. . . . . . . . . . . . . . .  1041 - Loans  t o  P r ~ v m t e  I n d u s t r  - 

1 0 4 g  - Loans  to  C a v ~ r n m e n t r . .  . . . . . . . . . . . . . . . . . .  - 
. . . . . . . . . . . . . . . . . . . . . . . . . .  ( T o t a l  S o l e s  Agrcementr )  ( - )  

T I T L E  I I  - EMERGENCY R E L I E F  . . . . . . . . . . . . . . . . . . . . . .  I - 

. . . . . . .  T I T L E  I I  I - VOLUNTARY R E L I E F  A G E N C I E S . .  ...I - 

T I T L E  I V  - DOLLAR C R E D I T  SALES. .  . . . . . . . . . . . . . . . . .  - I 
EXPORT-IMPORT BANK LONG-TERM LOANS ................. I - 
OTHER U.S. ECONOMIC P R o a n ~ u s a / .  .................... 181.2  

..................................... 4lLlTARY - TOTAL 

GRANTS .................................... - 
LOAIS.  .................................... - 

... M l L l T I R Y  ASSISTAMCE PROGRAM - M A P  - ( C h g .  t o  A p p . )  - 

. . .  (Addi t i o n o l  C r a n t r  from Ezcerr S t a c k s ) .  ( - )  

.......................... OTHER M l L l T A R l  ASSISTANCE 

rOTAL ECONOMIC AND .......................... 
FOREIGN A S S I S T A I C E  ACT PROGRAM. .................... 
OTHER ASSISTANCE 

OTHER A S S I S T A N C E  AND REPAYMENTS 

ASSISTANCE FROM INTERNATIONAL AGENCIES S I N O - S O V I E T  BLOC ASSISTANCE 

FY 1961 FY 1962 Fy 1946-62 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  UN Tech. Ass't. (cY) . . .  0.3 0.2 1.2 - 

LOAN DOLLAR REPAYMENTS AND INTEREST 

NONE I UN special ~ u n d  . . . . . .  1.1 2.1 3.2 1 1 1 9 6 2  ( C a l e n d a r  Y e a r )  - I . . . . . . . . . . . . . . . . . . . . . . . . . . .  

a/ I n c l u 4 e s  C R I K ,  $1,20.2 I - i l l i o n ;  C i v i l i a n  S u p p l i e s ,  $292.1 m i l l i o n :  Kore:,n ;.id Drc:r:v, $171.( m i l l i o n :  - 
Cur?lus !'roperty &- l ? i t~ ,  $71 .< v i l l i o r  7.16 lJNRF.h, $3.6 m i l l i o n .  

f L e s s  than $50,000. 146 
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Laos 

Laos- BASIC ECONOMIC DATA 

Country Background 

Annual Population Growth .......... 2.0% 
Gwss National Product (1961). 

Total 0 Million) ................ 140 
Per Capita GNP (Dollars) ......... 60 

AGRICULTURAL PRODWTION 
Rice, rough (1,000 MT) .......... 

T I N  OVPPLPP (metal content)(1,000 MI?) 

ELECTRIC POWER OUTPUT (KWH per capi ta)  

INTERNATIONAL TRAD (S Million) 
Total Exports ( f . o . ~ . ) d . .  .................. 

Tin Ore ........................ 
...................... Total Imports (c.i.1.) 

.......................... Trade Balance 

GOLD & FOREIGN EXCHANGE ( ~ n d  ~ r . - $  Mil) 

CaT CIF I J V I N G  INDM (1959=100) .... 
( ~ i e n t i a n e  ) 

* Converted a t  80 kip per U.S. dol lar .  
E - Estimate. 

Excludes trade i n  gold. 

Agricultural Land 
...................... Percent of Area 8% 
..................... Acres per Capita 2.0 

......................... Literacy Rate 15% ... Pupils - 96 of Pop. (Primary/Secondary) 5% 
Life Expectancy (years) ................ 30 
People per Doctor ..................... 55,000 

1960 S ( E s t )  

Iaos, which has existed a s  an independent s t a t e  f o r  1 e . s ~  than a decade, i s  
s i tuated s t rategical ly  between Communist China and North Vietnam on the  
north and Thailand, South Vietnam and Cambodia on the south. Its position 
makes Iaos ei ther  a buffer against o r  a bridge f o r  Communist expansion 
into the heart of Southeast Asia. 

The people of laos, numbering approximately 2-112 million, possess l i t t l e  
sense of national ident i ty .  Development of a national consciousness, a 
unified national government, and a national econoq has been handicapped 
by the country's ethnic diversi ty ,  p o l i t i c a l  factionalism, and extreme 
economic backwardness. 

The population of Iaos i s  about equally divided between the valley-dwelling 
160, scattered along the  Mekong River, and many different  non-Iao groups, 
most of which a r e  hill-dwelling. These h i l l  people never have been con- 
sidered f u l l  members of the Iao community and have received l i t t l e  benefit  
from the central  government. 

advantage of t h e  disorganization resul t ing from the coup of August 1960, 
which was led by paratroop Captain Kong Le, the  Communist-oriented h t h e t  
Iao, aided by Viet Minh units ,  gained a ser ies  of mi l i t am v ic tor ies  which 
gave them de facto control over-mch of Iaos. To prevent fur ther  deteriora- 
t ion  of the s i tuat ion,  the  Iao Government entered into the Genwa Accords 
i n  June 1962, by which 14 nations, including the United States, t h e  USSR, 
and Communist China, agreed t o  respect Iaos'  neutral i ty .  These Geneva 
Accords resulted i n  the  formation of a t r i p a r t i t e  government representing 
the three main p o l i t i c a l  factions i n  Iaos. These factions -- the consenra- 
t ives  under General Phoumi Nosavan; the neu t ra l i s t s  under Prime Minister 
Sowanm Phouma; and the pro-Communist Pathet Iao under Prince Souphanouvong -- were reflected i n  the  persis tent  de facto par t i t ion  of Iaos into right- 
i s t ,  neutralist  and Communist t e r r i t o r i e s .  

Since receiving i t s  f u l l  independence from France i n  1954, Iaod has been 
plagued by C o m i B t  subversion and by c i v i l  and military s t r i f e .  Taking 
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U.S. O b i e c t i v e s  a n d  S t r a t . ~ , q  

The United S t a t e s  i s  a t t e m p t i n g  t o  p revent  Communist domination . L 

01 m u s  ay bupporLlng Lriose Lao elemenTs w l i j i n g  t o  e s t a b l l s b  and 
main ta in  t h e  c o u n t r y l s  lndependence and n e u t r a l l t y .  The program 
i s  des igned  t o :  ( a )  c o n t r i b u t e  t o  t h e  s u r v i v a l  and c o n s o l i d a t i o n  
of t h e  c o a l i t i o n  government by enhancing i t s  a b i l i t y  t o  d e a l  w i t h  
economic, m i l i t a r y ,  and p o l i t i c a l  problems; and ( b )  encourage r e -  
duc t ion  and  i n t e g r a t i o n  of  t h e  t h r e e  s e p a r a t e  m i l i t a r y  f o r c e s  now 
o p e r a t i n g  i n  Laos. 

The b a s i c  s t r a t e g y  i s  t o  s u p p o r t  Prime Minis te r  Souvanna by con- 
t r i b u t i n g  t o  t h e  maintenance of  f i n a n c i a l  s t a b i l i t y  i n  Laos and 
by u n d e r t a k i n g  p r o j e c t s  which b e n e f i t  t h e  Lao people ,  t h e r e b y  in -  
c r e a s i n g  Souvanna's i n f l u e n c e  i n  t h e  count rys ide .  This  s t r a t e g y  
r e q u i r e s  t h a t  t h e  United S t a t e s :  

of Laosf e s s e n t i a l  f o r e i g n  exchange 
he Royal Lao Government (RLG) respon- 

1 budget  and f i s c a l  p o l i c y  and f o r  t h e  
ency. U n t i l  January  1962 t h e  United 

S t a t e s  d i r e c t l y  funded t h e  I a o s  budget  and prov ided  d o l l a r  
back ing  t o  main ta in  c o n v e r t i b i l i t y  o f  t h e  k i p .  

2. E n l i s t  a i d  from o t h e r  n a t i o n s  t o  h e l p  meet Laos1 f o r e i g n  ex- 
change requi rements  and persuade t h e  RLG t o  adopt  r e s p o n s i b l e  
p o l i c i e s .  The B r i t i s h  have a l r e a d y  agreed t o  c o n t r i b u t e  ap- 
p rox imate ly  $3 m i l l i o n ,  and t h e  I n t e r n a t i o n a l  Bank f o r  Recon- 
s t r u c t i o n  and Development (IBRD) i s  prov id ing  a  f i n a n c i a l  ad- 
v i s o r .  

I 
i 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 
I 

I 1 q E , c l  dcobligohonr of $ L 8  million 

I 
I 

PROPOSED PROGRAM 
1 Development Gronts 

Curren t  S i t u a t i o n  

Appro~lniately $290.4 m i l l i o n  o f  econornio a i d  was g r a n t e d  t o  Laos 
by t h e  United S t a t e s  between FY 1955 and FY 1962. Ttro-thirds 
went to support t h e  m i l i t a r y  and p o l i o e  i n  a n  a t t e m p t  t o  p r e v e n t  
t h e  Communist dominat ion of  Laos hy m i l i t a r y  means. Through t h i s  
program t h e  b a s i c  o b j e c t i v e  of  main ta in ing  a non-Communist Laos 
has s o  far been a t t a i n e d .  

The remain ing  t h i r d  f o r  economic a s s i s t a n c e  went toward t h e  sup- 
p o r t  o f  r u r a l  development, educa t ion ,  h e a l t h ,  and t r a n s p o r t a t i o n  
p r o j e c t s ,  a s  w e l l  a s  t o  meet emergency needs of  t h e  p o p u l a t i o n  

Although Laos i s  s t i l l  f a r  from s e l f - s u f f i c i e n c y ,  it is  hoped t h a t  
by t h e  end of  FY 1964 Laos may produce i t s  own requirements  f o r  
food and most f o r e s t  p roduc ts .  Tax revenues a r e  i n c r e a s i n g .  Do- 
m e s t i c  p u b l i c  and p r i v a t e  investment  remain very  low. 

I n  under tak ing  r u r a l  s e l f - h e l p  p r o j e c t s ,  t h e  United S t a t e s  r e q u i r e s  
t h a t  over  50% of t h e  c o s t  of t h e  p r o j e c t  be f inanced  by t h e  Lao. 
Approximately 3,000 such p r o j e c t s  have been undertaken i n  t h r e e  
y e a r s ,  i n c l u d i n g  s c h o o l s ,  d i s p e n s a r i e s ,  w e l l s ,  a c c e s s  r o a d s ,  and 
small  i r r i g a t i o n  and dra inage  f a c i l i t i e s .  
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The FY 1964 A . I . D .  program fo r  Laos w i l l  be of two types:  a  non- 
p ro jec t  program of $20 mi l l i on  designed t o  he lp  meet Laos1 foreign 
exchange requirement f o r  e s s e n t i a l  goods and se rv ices ;  and a proj-  
e c t  program of $13.5 mi l l ion  concentrat ing on those  a c t i v i t i e s  
which cont r ibute  t o  s t a b i l i t y ,  o f f e r  p o s i t i v e  bene f i t  t o  t h e  popu- 
l a t i o n ,  s t rengthen non-Communist leadership ,  and demonstrate U.S. 
support f o r  a n e u t r a l  Laos. 

In t h e  p ro jec t  program, increased emphasis w i l l  be given t o  
economic-social a c t i v i t i e s  i n  r u r a l  a reas .  Present  p lans  c a l l  
fo r  mounting s i z a b l e  r u r a l  develo~ment.  hea l th .  education.  and 
agriculture-Programs i n  t h e  s t r a t k g i c  kekong val ley .  ~ h e s e  areas 
account for  more than ha l f  t h e  population and would, i f  secured, 
con t ro l  the main access  rou te s  t o  Thailand and Cambodia. I t  i s  
a l s o  proposed t o  continue the  development of a bas i c  network of 
roads,  l i nk ing  p rov inc ia l  c a p i t a l s  and providing access  t o  mar- 
ke t s .  

d be under Souv 

In addi t ion  t o  the  U.S. program, t h e  U.K. ,  France, and Japan a r e  
expected t o  provide both f i n a n c i a l  and p ro jec t  a s s i s t ance .  The 
Soviet  Union has entered i n t o  a Trade Agreement wi th  Laos and 
has offered t o  bui ld  a r a d i o  s t a t i o n ,  a h o s p i t a l ,  and a hydro- 
e l e c t r i c  power s t a t i o n .  North Vietnam and Communist China a l s o  
a r e  engaged in.  p ro j ec t  a c t i v i t y  i n  Pathet  Lao t e r r i t o r i e s .  
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FINANCIAL DATA 

FY 1962 Estimated Proposed 

Development Grants - Tota l  -0.6 - 6.0 

Agr icul ture  - - 0.4 
Transportat ion - - 1 . 5  
Public Health - - 0.3 
Education - 1.0 
General Technical Support - - 2.6 
Other - - 0.2 

Deobligations During FY 1962 -0.6 xx xx 

Supporting Assistance - Tota l  

P ro jec t  Assistance 

Non-Project Assistance 

Deobligations During FY I962 -1.8 

Other U. S. Assistance 
M i l i t a ~ - y  Assistar?ce Frogram 74.6 

Obligations and Commitments 
:mi l l ions  o f  d o l l a r s  & d o l l a r  equiv.) 1961 I 
AGENCY FOR DJT'L. DEWPMENT - TOTAL, 30.5 

Technical ~ o o ~ . / ~ e v e l o p m e n t  G r a n t s  . 1.4 .................. Development Loans - 
Other A . I . D .  ....................... 29.1 

FOOD FOR PEACE (P .L. 480) - TOTAL 0.3 
T i t l e  I, Country Uses .............. - 

( s a l e s  ~greements)  ............... (-)  ........................... T i t l e  I1 - .......................... T i t l e  I11 0.3 
T i t l e  I V  ........................... - 

........... EX-IM BANK LONG-TERM LOANS - 

O m  U .S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE~ 
M.A.P. - Grant Aid ................. 33.4 
M.A.P. - Credi t  Assistance ......... - 
Other Mi l i t a ry  Assistance .......... - 

ASSISTANCE FROM WT 'L . AGENCIES 
U N  Tech. Ass ' t .  (CY ending i n  FY) ... 0.4 

..................... EN Specia l  Fund - 

...... SINO-SOVIET BLOC ASSISTANCE ( C Y )  - 

........ LOAN $ REPAYMENTS & INTEi?EST.. - 

Annual da t a  a r e  n e t  d e l i v e r i e s .  

+*Less than $50,000 
149 
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BASIC DATA Calendar Years 
1959 - - 1961 1960 - 1962  Est .  

3,048 3,171 3,365 3,550 
113 114 117 120 

;ROUTH INDICATORS 

'otal GNP (in 1961 prrces; $ millions)* ...................... 
Per  Capita  GNP (dollars) ...................................... ....... ....... Population (millions - 1962). 30 Li fe  Expectancy (years) 55 

Annual Growth (percent) ........ 3 -2  
Peop le  per Doc to r . .  ........ 1,700 

............... Area(1000  sq. mi.) 116 
............ ........ Pop. Density per sq. mi. 260 Literacy Rate - 96 75 

Agricultural Land 
........... .......... Percent  of Total  Area. 27 Pup i l s  a s  % of Pop. 18 

............... Acres per Capita  0.7 (Primary & Secondary) 

)vestment a s  percent of GNP ................................... 
lomestic SavinRs a s  % of Investment .......................... 

............................... e t  Foreign Balance a s  % of GNP 
: e n d  Gov't Domestic Revenues as % of GNP .............. 

138 144 
l l o  133 110 

149 
112 m.2 

3,740 3,710 3,910 3,850 
lo3 112 119 126 

.picul tural  Prod. Index (1952-54300) ......................... 
................................................. Index per Capita  

Rice, rough (1,000 MP) .................. 
hufac tur ing  Index (195b100) ..................... 

-- 

PHILIPPINES - GROWTH TRENDS 

ENTRAL GOVERNMENT FINANCES* 

(FY ending June 30) 
- Million Dollar Equivalents - 

1961 1 9 6 U )  1961wlaget) 

427 444 452 'otal Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Capitol Outlays) ............................................ 

......................................... 'otal Domestic Revenues 

.............. Deficit or Surplus ................................ 2 

Converted a t  3.9 pesos per U.S.$. 

Country Progress 

1 'Sum sf Me! Mwqn Balon~d B Swws 

" 11957 19b8 19b9 1960 Id61 I9k2 

A new Five-Year Socio-Economic Program f o r  the Philippines was announced in January 
1962 which projects an annual growth r a t e  of 7% by 1967 (compared v i th  approximately 
45 i n  1960). Gmss investment i n  1967 is  expected t o  be more than double the 1960 
level  whereas domestic production is expected t o  increase by 50%. Other targets  in 
the Plan include a 95% r i s e  i n  value of indus t r ia l  production and 23% increase i n  
agricul tural  production a s  compared v i t h  1960 levels .  Calendar  Years 

1960 - - 196 1 1959 - 
INTERNATIONAL TRADE (S millions) 

Total  Exports  (f.0.b.). ............ 530 
Coconut products ........ 

Total  Imports ( f  .O .b. ) 
( 184 ......... 

Trade Balance ................. 

Economic growth i n  the  Philippines from 1957 through ,1960 vas disappointing. Erratic 
government policies and prospects of devaluation deterred investment in fixed capi tal .  
The r i s e  i n  Gr0.s~ National Product (GNP) during 1961 was at t r ibutable  mainly t o  expan- 
sionary monetary policies of the  government which, together v i th  t h e  decline in export 
earnings, created a serious balance-of-payments problem. 

GOLD & FOREIGN EXCHANGE.. .... 171 
(end of year - S millions) 

In  1962 it vas necessary t o  reduce potent ial  inf lat ionary forces and restore s t a b i l i t y  
i n  the economy. Devaluation and removal of exchange controls i n  ear ly 1962 great ly 
improved t h e  climate for  foreign investment and provided stimulus f o r  the  export 
industries. Foreign exchange reserves have r i sen  and government revenues increased 
by 105 i n  1962 largely as  a resu l t  of improved administration. These developments 
and the  adoption of other pol icies  and actions t o  encourage economic growth a r e  
expected t o  generate a soundly based expamion of the  economy i n  the  next few years. 

COST O F  LIVING INDEX (1958300).  . 99 
(MBnila) 
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U.S. Objectives and St,rat,epqr 

U.S. oLjec t ives  a r e  t o  assure:  ( a )  t h a t  t he  Phil ippines remains 
811 Irlueperluen L ,  a emocra~ ic  na t ion  witn ciose p o i i t l c a i  and m i i l -  
t a r y  t i e s  wi th  t h e  United S t a t e s ;  and ( b )  t h a t  i t s  economic and 
soc ia l  development g ive  s t a b i l i t y  and growth t o  Phi l ippine  socie ty  
and demonstrate t o  other Asian nat ions  the  advantages of a f r e e  
socie ty .  Since t h e  Phi l ippines  represents  i n  the Far East  the  
consequences of both a uniquely c lose  associa t ion  wi th  the  United 
S t a t e s  and the  adoption of Western p r inc ip l e s  of freedom i n  pol i -  
t i c s  and e n t e r p r i s e ,  we have a s p e c i a l  i n t e r e s t  i n  t h e  successful  
development of t h e  country. Further,  t h e  Phil ippines is  one of 
our s taunches t  p o l i t i c a l  a l l i e s  and has permitted U.S. m i l i t a r y  
bases i n  t h e  country t o  function a s  an impartant s t ag ing  area f a r  
m i l i t a r y  opera t ions  In Southeast Asia. 

-. 
lhe  Phi l ippines  possesses ahlmdant na tu ra l  resources;  the  people 
a r e  l i t e r a t e  and healthy;  t he  economy i s  reasonably s t a b l e ;  y e t  
desp i t e  t hese  advantages, two-thirds of t he  people continue t o  
l i v e  under condit ions of poverty cont ras t ing  with t h e  af f luence  of 
t he  pr iv i leged minori ty.  

The present  Phi l ippine  Administration won e lec t ion  i n  November 
1961, on promises t o  end corruption i n  government and t o  bring 
about improved economic and s o c i a l  condit ions.  To da te ,  i t s  in-  
t e s t i s n s  appear t o  be s ince re  and some promising r e s u l t s  have 
a l ready been achieved by new f i s c a l ,  monetary, revenue-collection 
and anti-corruption measures. Progress i n  accomplishing necessary 
i n t e r n a l  reforms has been l imi t ed ,  however, by t r a d i t i o n a l  a t t i -  
tudes ,  t he  opposit ion of entrenched i n t e r e s t s ,  adminis t ra t ive  and 
t echn ica l  weaknesses i n  many government departments and opposition 
con t ro l  of the  Phi l ippine  Congress. 2. 

U.S. s t r a t e g y  i n  broad out l ine  i s  t o  continue to encourage and 
a s s i s t  e f f o r t s  t o  r e a l i z e  the  Phil ippines! grea t  p o t e n t i a l  f o r  
economic and s o c i a l  development. Since the Phi l ippines t  interna- 
t i o n a l  c r e d i t  s tanding i s  good, and requirements f o r  U.S. a i d  on 
eoncessional  terms are l imi ted ,  Agency fo r  In ternat ional  Develop- 
ment ( A . I . D . )  ass i s t ance  a lone  would IM a weak l eve r  wi th  which tr, 
encourage reforms. However, our cons1 derabJ e influence i n  the  3 
Phi l ippines ,  a s  t h e  r e s u l t  of our long and continuing spec ia l  re-  
l a t ionsh ip ,  provides s u b s t a n t i a l  oppor tuni t ies  for  influencing 
Phi l ippine  policy,  

A.  I .D. t he re fo re  in tends  t o :  

1. Encourage the  Phi l ippine  Government t o  continue or launch new 4. 
e f f o r t s  t o :  s trengthen long-range planning and ,implementation 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

E x 1  deobligotions W $ O  5mMion & $OSmdlion 
'9 E x 1  conceflotion of prior yeor loons of 8 5 3 mdl!on 

I ~ e d l o p .  Grants 

Develop Loans Pendmg ,19 1 . 4 j  
PROPOSED PROGRAM v 

of programs of economic and s o c i a l  development, with proper 
emphasis on p r iva t e  en te rp r i se ;  increase  t a x  revenues; en- 
courage business and indiv idual  savings;  adopt a more a t t r a c -  
t i v e  fore ign  investment law; ca r ry  out  a program of r u r a l  r e -  
form; achieve major C iv i l  Service reforms; and improve the  
e f f ec t iveness  of t he  pol ice  and constabulary.  

Determine the  appropr ia te  l e v e l  and terms of U.S. economic 
and m i l i t a r y  a s s i s t ance  over t he  next  t h r e e  t o  f i v e  years ,  
tak ing account of non-A.I.D. sources of ex te rna l  c a p i t a l  
and t echn ica l  a s s i s t ance ,  Phi l ippine  se l f -he lp  measures in  
l i n e  with the  above-suggested reforms, and t h e  Phil ippine 
cont r ibut ion  t o  i t s  own and t o  mutual defense and develop- 
ment p ro jec t s .  

Stand ready, within budgetary l i m i t s  acd A . I . D .  c r i t e r i a ,  
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toward t h e  erchievement of desired U.S. goals ,  phasing out  a s  
r a p i d l y  a s  p re sen t  p r o j e c t s  can be reasonably terminated,  
those  a c t i v i t i e s  i n  which t h e  F i l i p i n o s  have achieved s u f f i -  
c i e n t  competence o r  which o ther  outs ide  sources w i l l  undertake. 

5. Analyze Phi l ippine  long-term a g r i c u l t u r a l  commodity import 
requirements and o f f e r  U.S. P.L. L80 s a l e s  wherever i u s t i f i -  
a b i e  &o achieve U.S. abjei&1ves. in %he Phi l ippines .  "u.s. r e -  
quirements f o r  l o c a l  currencv should be taken i n t o  considera-  
t i o n  i n  determining whether ;Ti t le  I or I V  should be u t i l i z e d  
under P.L. 480. 

Current  S i t u a t i o n  

Postwar Recovery. The Phi l ippines  i s  now embarking on a new pe- 
r i o d  i n  i t s  economic development. I n  1946, when t h e  country 
became independent, t h e  economy was badly disorganized,  production 
was only 40% of prewar l e v e l s ,  and t h e r e  were s e r ious  shor tages  
of  bas i c  n e c e s s i t i e s .  I n  add i t i on ,  the  new Republic was soon 
faced wi th  a la rge-sca le  Communist-led i n t e r n a l  r e v o l t .  The 
Phi l ippines  d e a l t  e f f e c t i v e l y  wi th  t hese  problems. By t h e  e a r l y  
f i f t i e s ,  it had recovered i t s  prewar l e v e l  of income. By 1953, 
armed insurgency had been quel led  by a pol icy  combining m i l i t a r y  
a c t i o n  with enl ightened economic and s o c i a l  reforms. 

The r ap id  postwar economic recovery benef i ted  from large-sca le  
g ran t s  from t h e  United S t a t e s  f o r  r e h a b i l i t a t i o n  and t h e  high 
product iv i ty  obta inable  i n  r e s t o r i n g  f a c i l i t i e s .  A s  t he se  f a c t o r s  
diminished i n  importance, economic growth slackened. Since 1957, 
t h e  annual  growth r a t e  has averaged l i t t l e  more than 5$, compared 
t o  an average of 7% f o r  t he  period 1950-1 956. Foreign exchange 
r e se rves  reached a s e r i o u s l y  low l e v e l ,  unemploymect r o s e ,  and 
g r a f t  and corrupt ion  were widespread. 

Recent S teps  Toward Accelerated Development. The new Administra- 
t i o n  t h a t  came i n  a t  t h e  end of 1961 undertook a s e r i e s  of  s i g n i f -  
i c a n t  co r r ec t ive  ac t ions .  It completed t h e  previous ly  i n i t i a t e d  
peso devalua t ion ,  removed fo re ign  exchange con t ro l s ,  and adopted 
t i g h t  monetary and f i s c a l  p o l i c i e s .  These measures have forced 
s u b s t a n t i a l  readjus tments  i n  t he  economy and presumably have 
c leared  t h e  way f o r  improved economic performance i n  t he  fu tu re .  
The very  s t r i n g e n t  monetary and f i s c a l  p o l i c i e s  enforced from 
January through August 1962, cont r ibuted  t o  s t a b i l i z a t i o n  of t h e  
peso and p r i ce s ,  but  a l s o  r e s t r a i n e d  bus iness  a c t i v i t y  and unem- 
ployment increased .  Monetary and f i s c a l  p o l i c i e s  have s i n c e  been 
moderately eased without  adverse e f f e c t s  on s t a b i l i t y ,  and t h e  
economic outlook remains encouraging. 

Within t h i s  c l imate ,  1962 Gross National  Product ( G N P )  was 6% 
above t h a t  for  I961 ; government revenues were $35 mi l l i on  above 
those  of 1961 ; and t h e  gap i n  t h e  balance of t r a d e ,  a t  $35 mi l l i on ,  
i n  1962 was one of t he  smal les t  s i nce  World War 11. Externa l  
debt  declined moderately, while fore ign  exchange r e s e r v e s  increased  
from $1 08 mi l l ion  i n  1961 t o  $1 46 mi l l i on  i n  1962. Investments 
i n  new manufacturing i n d u s t r i e s  dur ing  the  f i r s t  h a l f  of 1962 
were 60% higher than during t h e  corresponding per iod  i n  1961. 

Economic Development Propram. The In t e rna t iona l  B n k  f o r  Recon- 
s t r u c t i o n  and Development (IBRD), a t  t he  reques t  of t h e  Phi l ippine  
Government, undertook a survey of t he  Phi l ippine  economy i n  1961 
and prepared a pre l iminary  f ive-year economic development pro- 
gram. Drawing upon the  recommendations of t h e  IBRD,  Pres ident  
Macapagal, i n  h i s  S t a t e  of t he  Nation address  i n  January 1962, 
presented to  t h e  Congress a Five-Year In t eg ra t ed  Socio-Economic 
Program f o r  t h e  Phi l ippines ,  designed t o  achieve an annual growth 
of 7% by 1967. The program c a l l e d  f o r  a s i g n i f i c a n t  increase  i n  
t he  Ph i l i pp ines t  savings  r a t e ,  new emphasis i n  manufacturing and 
indus t ry ,  improvements i n  a g r i c u l t u r e  and f o r e s t r y ,  and expansion 
of publ ic  works and se rv i ces .  The new Administrat ion i n  t he  
Phi l ippines  has a l r eady  begun t o  implement t h i s  program, c r ea t ing  
the  machinery t o  coordina te  i t  and improving the  c l imate  i n  t h e  
Phi l ippines  f o r  domestic and fore ign  investment. 

Future Prospects. The Phi l ippines  thus  presents  t he  very d e s i r -  
a b l e  prospect of s u b s t a n t i a l  economic growth wi th in  t h e  context  
of a p r iva t e  e n t e r p r i s e  economy, currency c o n v e r t i b i l i t y  and a 
vigorous democratic p o l i t i c a l  system. It  w i l l  need t o  increase  
i t s  own savings and investment e f f o r t  and t o  a t t r a c t  a l a r g e r  
flow of fore ign  c a p i t a l ,  both pub l i c  and p r i v a t e ,  t o  achieve i t s  
ob j ec t ives .  

The pas t  year has  been one of prepara t ion ,  a period of lay ing  
t h e  groundwork f o r  acce l e ra t ed  economic progress.  If c e r t a i n  
important economic and s o c i a l  reforms can be achieved,  then our 
continued optimism f o r  t h e  economic f u t u r e  of t he  Phi l ippines  
w i l l  be f u l l y  j u s t i f i e d .  

A t  p resent ,  t h e r e  i s  no open i n t e r n a l  s e c u r i t y  t h r e a t ,  although 
t h r e a t s  t o  personal  s a f e t y  continue.  A remnant of Huk g u e r r i l l a  
a c t i v i t y  continues,  however, and t h e  bas i c  economic problems of 
tenant  farmers, t h e  r o o t s  of postwar insurgency, continue a s  acu te  
a s  ever.  Extremely low incomes f o r  most wage-earners i s  a l s o  a 
s e r ious  problem. 

Aid from Other Free World Sources. The fol lowing t a b l e  provides 
a breakdown of a c t u a l  and est imated commitments from other  major 
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Free World sources t o  a s s i s t  t he  Phi l ippines  i n  s o c i a l  and eco- 
nomic growth: 

( ~ n  - - mil l ions  of d o l l a r s  o r  d o l l a r  ~n l1 ivx1~n t . s )  
-- 

FY 1963 FY 1964 
Source FY 1962 Estimated Estimated 

UN (Tech. Ass i s t .  and Spec. Fund) 2.1 1 .9  2.0 
I BRD 12.5 20.0 30.0 
Export-Import Rank 6.0 20.0 25.0 
Rockefeller  Foundation 
Ford Foundation 
Japanese Reparations 
Spa i n  
Germany 

Within the  framework described previously i n  the s t r a t egy ,  and i n  
coordinat ion  with other external  sources of ass is tance ,  t he  pro- 
posed program f o r  FY 1964 c a l l s  f o r  a  development lending l e v e l  of 
$25 mi l l i on  and $3.8 mi l l ion  i n  Development Grants. The p rec i se  
amount of P.L. 480 a s s i s t ance  w i l l  be determined a f t e r  proper anal -  
y s i s  has been accomplished and a f irm requirement f o r  a g r i c u l t u r a l  
commodity resources  has been es tabl i shed.  The FY 1964 program is  
designed t o :  

1 .  Ass i s t  the  Program Implementation Agency ( P I A )  and other appro- 
p r i a t e  i n s t rumen ta l i t i e s  i n  improving t h e i r  planning capabi l i -  
t i e s  and i n  t r a n s l a t i n g  development goa l s  in to  s p e c i f i c  proj -  
e c t  packages and loan app l i ca t ions  f o r  appropriate c a p i t a l  
sources.  

2. Help f o s t e r  a  r i s i n g  standard of l i v i n g  for t he  r u r a l  popula- 
t i o n  through a s s i s t ance  i n  r u r a l  development, wi th  spec ia l  
reference  t o  a g r i c u l t u r a l  production,  and a s s i s t  t h e  
Phi l ippines  toward i t s  goal of se l f -suff ic iency i n  s t a p l e  
foods and increased production of commercial crops,  through 
such programs a s  a g r i c u l t u r a l  extension t ra in ing and a  f o r e s t  
inventory.  

3. A s s i s t  i n  broadening the  i n d u s t r i a l  base and i n  increas ing  in-  
d u s t r i a l  production, product iv i ty  and emplcyment oppor tuni t ies  
through manufacturing and na tu ra l  resource f e a s i b i l i t y  s tud ie s ,  
vocat ional  t r a i n i n g  schools and development lending.  Activi-  
t i e s  w i l l  include continuing a s s i s t ance  t o  an i n d u s t r i a l  

development center ,  vocational  i n d u s t r i a l  t r a i n i n g  and con- 
t i nua t ion  of a  major water resources survey. 

5. Assist i n  meeting c e r t a i n  other current  de f i c i enc ie s  through 
such programs a s  pol ice  t r a i n i n g  and malaria eradica t ion .  

FY 1964 A.  I. D. PROPOSED PROGRAM 

( I n  mi l l ions  of d o l l a r s )  
FYI963 FY196L 

Development Lqans - Tota l  

Development Banks and other 
Financial  I n s t i t u t i o n s  

Industry and Manufacturing 
Loan Cancellat ion 

Developments Grants - Tota l  

Agr icul ture  and Natural 
Resources Development 

Education 
Health and San i t a t ion  
Public Safety 
Other 

FY 1962 Estimated 

-5.2 1 5 . d  , , , , , ,  

Deobligations During FY 1962 -0.5 xx xx 

Supporting Assistance - Tota l  0.1 - - 

Non-Project 0 . d  

Deobligations During FY 1962 -0.5 xx 

Other U.S. Assistance 

Food f o r  Peace, T i t l e s  I & IV: 
Country Uses 16.3 
( ~ a l e s  Agreements) 

Mi l i t a ry  Assistance Program 27.3 

a /  Actual and Pending a s  of 2/28/63. 
3 Estimated a s  of 2/28/63 
c/ This amount r ep resen t s  r eob l iga t ions  t o  terminate p r io r  - 

commitments. 



Philippines 
U . S .  F O R E I O N  A S S I S T A N C E  - O B L I G A T I O N S  A N D  L O A N  A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  O o l l i  
I 

) 
. S .  F I S C A L  Y E A R S  

1956 1 1957 1 T O T A L  

1,3311.3 

9 U . 8  
389.5  

2711.9 
219.9 

5 5 . 0  

112.5 

35.0  

1 9 7 . 5  

6 6 . 0  - 
25.5 

7.8 
0.5 
3.1 
6.3 
7.6 

(35.6) 

h0.5 

213.7 

7 7 9 . 7  

h 0 2 . 9  

270.2  
(5Z.O) 

1 3 2 . 7  

1,737.2 

5115.1 
1,192.1  - 

P R O G R A M  b 
ECONCUIC - TOTAL ..................................... 

.................................... ORAIT~  1 8 7 . 5  
LOANS.... ................................. 

... A X C Y  FOR I I T E R I A T I O I A L  DEVELOPMENT - TOTAL.... 
Grants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loan. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL CWPERATION/DEVELOPMENT GRANTS. ........ - 
................................ DEVELOPMENT LOANS I - 

OTHER A . I . D . . . .  .................................. - I 
.................... FOOD FOR PEACE ( P L  $ 8 0 )  - TOTAL - 

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

T I T L E  l l  - EMERGENCY R E L I E F . .  .................... - 

lobe - Grant* for Commm Defense 
104d - Grant* from Triansular  Transact ion*.  . . . .  

. . . . . . . . .  104r - Grant, f o r  Economic Development 
. . . . . . . . . . . . . . .  104r - Loans to  P r i v a t e  Induatry 

104g - Loans to  Covernmrnt*. . . . . . . . . . . . . . . . . . . .  

T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES ............ I - 

- - - - 

T I T L E  I V  - DOLLAR C R E D I T  SALES.. ................. I - 
EXPORT-IMPORT 8 A I X  LOIB-TERM L O A I S  ............... ..I - 
OTIER U.S. E C D ~ O Y I C  P R O O R A M S . ~ .  ................... 256.7 

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

L O A I S  ..................................... 
. M I L I T A R Y  A S S I S T I I C E  PRODRAY - Y A P  (Chg.  t o  Apo. )  . . . .  

(Addit ionof  Grants from 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 I C E  .......................... 1 72.6  

TOTAL ECONCUIC AND M I L I R R Y . .  ................... .....I )W_) 

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  

' F O R E I P I  A S S I S T I I C E  ACT PROBRAY ..................... 
OTHER A S S I S T A I C E .  .................................. 

I ASSISTANCE FROM INTERNATIONAL AGENCIES S I N O - S O V I E T  BLOC ASSISTANCE 
FY 1961 FY 1962 FY  1946-62 - -- I I I 

- 
3 2 9 . 3  

LOAN DOLLAR REPAYMENTS A N 0  INTEREST 
FY 1962 FY 1946-61 

A.I.D. anl  PL h&l Loam 0.5 1.6 2.1 

Ex-)I. Bulk (Long Term) 10.0 13.5 h2.1 
O t b a r  G o r e r n m e n t  h s  2 6 . 2  0.1 129.0 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  IERD . World Bank . . . . . . .  1 9 6 1  I C a l e n d a r  Y e a r ) .  

LW Tech. A s s ' t .  (a) . . . .  0.9 ............................ 
LW S p a c i a l  . . . . . . . . .  1.0 1.5 2.5 1 9 6 2  I C a l e n d a r Y e a r )  

I n c l u d e a  fillippins8 R e h a b i l i t a t i o n  G r a n t s ,  553h.6 m i l l i o n ;  R F C  l o a n ,  $60.0 m i l l i o n  Lkbt h n d h g  $37.5 m i l l i o n ;  
C i v l l l a n  S u p p l i e s ,  $28.3 m i l l i o n ;  S u r p l u s  P r o p e r t y  C r e d i t s ,  8 9 . 2  million; UNRRA, $7:7 m l l l l o n ;  ad P e a c e  C o r p s ,  
$2.h m i l l i o n .  151 
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Thailand 

BASIC DATA 

- ....... Population (millions 1962). 29 
Annual Growth (percent) ........ 3.1 

Area (1000 sq. mi.) ............... 198 
Pop. Density per sq. mi. ........ 140 

Agricultural Land 
.......... Percent  of Total  Area.. 15 

............... Acre. per Capita 0.7 

Life Expectancy (years) . . . . . .  

People per Doc tor . .  . . . . . . . . . .  

Literacy Rate - % ............ 

Pupils  a s  % of Pop. .......... 
(Primary & Secondary) 

THAILAND - GROWTH TRENDS 
3,xo - / I I Y l lmr  - 961 P i  i t s  I 

1,600 

Populollan 3 I X 

Sum of bl Foretqn Bolonte 8 S w n q r  
1 "i9.6 , > A r  n 961 - 8 .  / -- 

1956 1957 1958 1959 1960 1961 1962 
L.. 

INTERNATIONAL TRADE (S millions) 
Total  Exports (f.0.b.). ............ 
Rice ..................... 

Total  Import8 (c.i.f.) ............. 
Trade Ba lance . .  ............... 

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - S millions) 

COST O F  LIVING INDEX (1958=100). . 
(Ehwkok) 

Calendar Years 

;ROUTH ISDIC4TORS 

rota1 GNP (in 1961 prices; 4 millians)' ...................... 
Per  Capit a GNP (dollars) ....................... .. ........ 

nvestmenl a s  percent of CSP .................................. 
)omeatic Savings as  $ of Investment .......................... 
J e t  Foreign Balance a s  LE of CINP ................... _. ........ 
: e n d  Gov't Domestic Revenues as  % of GNP .............. 

\picul tural  Prod. Index (1952-54300) ......................... 
Index per Capita ........................... 
Rice, rough (1,000 MT) .................. 

.................... En Output (1,000 W )  

Colendar Yeors 
1961 1960 - - 

2,555 2,720 
95 97 

IENTRAL COWRNHENT FNANCES* - Million Dallor Equrvolents - 
(FY ending September 30) 1 9 6 d  1961Y 1g62(Budget) 

................................................. rota1 Expenditures 
(Defense Expenditures) 8; ) 43 .................................. 
(CopitoI ~ u t ~ a ~ s )  ............................................ (85) (103) (108) 

(72) t W )  
rota1 Domestic Revenues ......................................... 32 3 354 380 

Deficit or Surplus ............................................... - 59 - 79 -73 

Converted a t  21 baht per u.s.$.  
4 FY ending December 31. bJ Annual ra te  based on nine month. 

Military (Amy, bvy  and Air Porcef 
Pasantiliteuy (Bxder Patrol  Police] 
Civi l  Police 

Security force8 as a $ of population: 0.6$ 

Defeme expenditures a s  a $ of GKP id 
US. contribution to defense 
M.A.P. (deliveries) 
~ c o n m i c  assistance d d 

U.6, assistance t o  police programs 

Cotmtry fiscal years (ending Dec. 31, except FY 1962 which covers the period 
from oct. 1, 1961 t o  sept.  30, 1952). 

&/ U.S. f i s c a l  years. 
lhDolLar equivalent of GOT bwiget receipts  of U.S. aid-generated looal currency 
expended (budgeted in FY 1962) f o r  mil i tary construction. 
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U.S. Objectives and S t r a t e m  

The bas i c  U.S. ob jec t ives  t o  be served by the  Agency for  Interna- 
L : - ? ~ T  n ----  7 A 1 4  T n \ =.-- A -  2 l - - - - , - - -  m 1 - . : 7 ~ . - 2 4 -  
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c a p a b i l i t y  t o  defend i t s  independence aga ins t  Communist subversion 
and insurgency and, by achieving economic and soc ia l  progress,  t o  
a l l e v i a t e  t h e  condit ions which impair i n t e r n a l  s ecu r i ty .  Thailand 
pravides the most important secure base f a r  rriajor U.S. mllitary 
operatiam on the msinLand o f  Southeast  Asia; it i s  essential to  
n r a b t a h  U.S* access  t o  that; base. 

There i s  now no armed insurgency i n  Thailand. Communist subversion 
and prepara t ion  f o r  armed insurgency have increased i n  the  North- 
e a s t ,  however. During the  p s t  year,  Thai leaders 'have b e p  t o  . 

/ dermmtstrake awareness o f  the natme of t h i s  thmat , and have ini- 
. t iated steps ta  deal with it. m t e r m l  C m u n i s t  aggxeasioil i s  not 
5ime&istaljr likaly. 

Thailand has achieved a respectable  record of economic growth over 
t he  pas t  decade accompanied by s u b s t a n t i a l  gains i n  the  d i v e r s i f i -  
ca t ion  of a g r i c u l t u r e  and i n  small ,  l i g h t  industry. Conservative 
monetary and f i s c a l  p o l i c i e s  have r e s u l t e d  i n  a s teady exchange 
r a t e ,  p r i c e  s t a b i l i t y  and an increase  i n  foreign exchange reserves .  
However, much of Thailand's  economic expansion has been due t o  a 
favorable short-term combination of good crop years and high ex- 
p o r t  p r i ces .  Economic expansion, moreover, has been uneven and 
has l e a s t  a f f e c t e d  the  more remote a reas  of Thailand where sub- 
vers ive  e f f o r t s  a r e  most in tense .  The Northeast i n  p a r t i c u l a r ,  
which sha res  a common border with Laos and which comprises one- 
t h i r d  of t h e  area  and population of Thailand, lags badly behind t h e  
r e s t  of t he  country i n  

;Laos have contr ibuted  

A . I . D .  s t r a t e g y  i s  focused on both the  urgent problems of i n t e r n a l  
s e c u r i t y  and the  longer-run but  equally important problems of eco- 
nomic and s o c i a l  development. If i s  c lose ly  internmen wi th  the 
skrategiss of other U,S, agencies in Thailand, in pa~ticrilar the 

i Department of Defense f Dm) and U.S. Informtian Agency USZP) , 1 

lvhlch are aoordinated i n  the owr-a l l  t*Inte%mL Secudty Plan* if$ 
i?!hajbxid worked out by the  Country Te&% 'The broader economic as-  
pects  of A. I . D .  s t r a t e g y  a r e  being developed i n  g rea t e r  d e t a i l  i n  
t he  "Long-Range Assistance Strategyt1 f o r  Thailand, a f i n a l  version 
of which i s  t o  be completed i n  the  summer of 1963. 

The A . I . D .  program w i l l  seek to :  ( a )  help Thailand t o  increase  
na t iona l  u n i t y  by strengthening the  p o l i t i c a l  t i e s  of remote a reas  
and minor i t i e s  with the  Thai na t ion;  ( b )  improve t h e  capab i l i t y  of 
t he  Thai s e c u r i t y  forces  t o  reach a reas  of pa r t i cu la r  s e n s i t i v i t y  

- - -  -- 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

FY 1963 16.8 

PROPOSED PROGRAM 

and t o  i d e n t i f y  and counter po ten t i a l  insurgency problems; ( c )  
a s s i s t  t h e  Thai Government t o  acce le ra t e  rura l  development, i n  t h e  
Northeast and other vulnerable a reas  through increased ag r i cu l -  
t u r a l  p roduc t iv i ty  and income, an a c t i v e ,  s e l f - r e l i a n t  v i l l a g e  de- 
velopment e f f o r t ,  and improved standards of r u r a l  hea l th ;  ( d )  pro- 
vide t echn ica l  a s s i s t ance  focused on bas i c  i n s t i t u t i o n a l  and human 
resource requirements f o r  development; ( e )  i n  cooperation with the  
Development Assistance Committee (DAC)  Coordinating Group fo r  
Thailand, s t rengthen the  t echn ica l  c a p a b i l i t i e s  of key Thai plan- 
ning and opera t ional  agencies a& aeek &fo inbf.@w,#ee @i$&M& 
[within the T h 2  gatlttoztl p w q  struof;urzrer;; (f 7 continue t o  press  
t he  Thai Government t o  develop and implement p o l i c i e s  t o  increase  
resource mobi l iza t ion ,  l i b e r a l i z e  marketing p rac t i ces  and stimu- 
l a t e  p r iva t e  investment; i n  t h i s  regard,  continue the pol icy  of 
requi r ing  the  Thai Government t o  f inance a l l  l o c a l  cos t s  of de- 
velopment programs; ( g )  provide grant  a s s i s t ance  f o r  ha l f  t h e  ad- 
d i t i v e  cos t s  of  new counter-subversion e f f o r t s ,  with the  objec t ive  
of an order ly  reduction of t he  U.S. share i n  f u t u r e  years ;  and ( h )  
s t imula te  increased development lending by DAC members and other 
Free World sources,  a s s i s t  Thailand i n  preparing sound development 
p ro jec t  proposals,  and encourage increased fore ign  p r iva t e  inves t -  
ment i n  Thailand through surveys and other measures. provide de- 
velopment loans  a t  rates a f  i n t e r e e t  of at ~twte%'jfjfior so& 
c a p i t a l  p r o j e c t s  where other Free World f inancing is  not  



ava i l ab l e ,  p a r t i c u l a r l y  f o r  p r o j e c t s  of s ign i f i cance  t o  our 
counter-insurgency ob jec t ives .  

Current S i t u a t i o n  

Thai land ' s  economy has expanded a t  an est imated r a t e  of 4-5% over 
the pas t  decade -- i n  con t r a s t  t o  a populat ion growth r a t e  of 
about 3% -- and is  undergoing s i g n i f i c a n t  s t r u c t u r a l  change. 
While a g r i c u l t u r e  continues t o  be t h e  mainstay, t h e r e  i s  a t r end  
toward d i v e r s i f i c a t i o n ,  wi th  manufacturing, cons t ruc t ion ,  t r ans -  
por ta t ion ,  power, e t c . ,  becoming increas ingly  important. Rice con- 
t i nues  t o  be t h e  count ry ' s  major crop and expor t  earner ,  but  o ther  
expor ts ,  such a s  rubber,  t i n  and o ther  a g r i c u l t u r a l  crops have 
r e g i s t e r e d  remarkable ga ins .  

VALUE OF MAJOR EXPORTS BY PRINCIPAL COMMODITIES 

1 7 V I  

I tem ' $ Mil l ions  $ $b Millions % 

Rice 
Rubber 
Tin 
Others 

Tota ls  329 100 479 100 

Economic expansion has been f a c i l i t a t e d  by favorable  export  mar- 
k e t s ,  and a r e l a t i v e l y  favorable  cl imate f o r  p r i v a t e  i n i t i a t i v e  
and investment. Subs t an t i a l  pub l i c  investment i n  i r r i g a t i o n ,  
t r anspor t a t i on  and power (much of which has been a s s i s t e d  by U.S. 
a i d )  ,' has cont r ibuted  t o  t h i s  growth. 

Net fo re ign  exchange r e se rves  a f t e r  al lowing f o r  accrued debt  r e -  
payments had r i s e n  by the  end of 1962 t o  about $480 mi l l i on .  Ac- 
cordingly Thailand, wi th  an e x c e l l e n t  c r e d i t  r a t i n g ,  i s  a t t r a c t i n g  
s u b s t a n t i a l  and inc reas ing  a s s i s t a n c e  from other  Free World 
sources,  a s  i nd i ca t ed  i n  t he  fol lowing t a b l e  : 

OTHER FREE WORLD ASSISTANCE TO THAILAND 
( b a n  and Grant) 

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

I B R D  
Ex-Im Bank 
UN-Tech. Assistance 
UN-Special Fund 
West Germany 
Aus t r a l i a  
Japan 
Qther  

Tota ls  

Most of t h e  above a s s i s t ance  r ep re sen t s  a c t u a l  or  a n t i c i p a t e d  loan  
agreements for  p r o j e c t s  i n  power, t r anspor t a t i on ,  water resources  
and i n d u s t r i a l  development. To acce l e ra t e  o the r  Free World a s s i s t -  
ance,  the  United S t a t e s  has i n i t i a t e d  the  formation of a  DAC 
Coordinating Group f o r  Thailand made up of t h e  p r i n c i p a l  donor 
count r ies  and t h e  World Bank. 

On t h e  other hand, Thai development i s  s t i l l  impeded by r e s t r i c -  
t i v e  marketing p r a c t i c e s ,  government monopolies, a  r eg re s s ive  t a x  
system, corruption i n  high p h c e a , , a n d  by t echn ica l  and admini- 
s t r a t i v e  weaknesses i n  t h e  government. Other bot t lenecks  a r e  
s c a r c i t y  of s k i l l e d  personnel i n  key f i e l d s  and the  dea r th  of 
sound p ro j ec t s  f o r  f inancing,  r ega rd l e s s  of resources  ava i l ab l e .  
A b e t t e r  planned and implemented development e f f o r t  i s  requi red  i f  
expansion i s  t o  continue a t  t h e  r a t e  of t h e  p a s t  decade. Thailand 
i ssued  a six-year plan i n  1960, but  it has n o t  been an  e f f e c t i v e  
po l i cy  document. A group of planning adv i se r s  provided by t h e  
World Bank is  now a s s i s t i n g  t h e  Thai planning organiza t ion .  There 
i s  a  determined group of senior  Thai o f f i c i a l s  i n  t h e  government 
lvho work well with t h e  Unitad States, t h e  International h n k  far 1 
( Reconstruction and Developmefnt (IWD) , and otherr agencies and who 
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K s p e c i a l  p~.ol;lem i s  t h e  Yort,hcnst,, where Inwrr s o i l  ra r i . i l  i t y ,  a  
s p o r a d i c  r a i n f a l l  pa t te rm,  poor communications and n e p l e r t  by the  
c e n t r a l  government have 1-on t r ibu t~r l  i o  a  per  r 2 p i t a  income e s t i -  
mated a t  about  h a l f  t h e  n a t i o n a l  average.  Another p ~ n h l r m  a r e a  i s  
t h e  TIorth, where t h e  so-ca l led  h i l l  t r i b e s  mow f r e e l y  through t h e  
remote border  a r e a s  t o  Furma a r d  Laos and a r e  a p o t e n t i a l  sour ce 
of s o r i a l  and p o l i t i c a l  a l s o r d w .  These condi t ions  p r e s r n t  a  vu l -  
nerabl  e  t a r g e t  f o r  insurgcncy and subvers ion .  

F o r t u n a t e l y ,  t h e  Thai G o v ~ r n m e ~ t  is  h c o m i c g  i n c r e a s i n g l y  aware of 
t h e  danger c f  s i c v e r s i o n ,  and--with U.S. encouragement--has begun 
t o  t a k e  s o w  s t - p s  i n  t h e  d i r e c t i o n  of  n e e t i n g  t h e  p n l i t i c a l ,  
s o c i a l  and economic a s  wel l  a s  m i l i t a r y  needs of t h e  remote a r m s .  
The U ~ i t o d  S t a t ~ s  has  drawn up  a n  I n t e r r l a l  S e c u r i t y  P lan  for 
Thai land which provides maximum coord ina ted  support  t o  t h e  Thai 
Government i n  t h i s  e f f o r t .  A . I . D .  c a r r i e s  a n  important  s h a r e  of 
t h e  United S t a t e s  p o r t i o n  of  t h i s  program i n  providing a s s i s t a n c e  
i n  p o l i c e  programs, a c c e s s  r o a d s ,  p o l i t i c a l  development, community 
development, h e a i t h  and a g r i c u l t u r a l  product ion.  

FY 1964 Program 

S e c u r i t y .  Frovide s p e c i a l i z e d  t r a i n i n g  and equipment t o  t h e  Border 
P a t r o l  P o l i c e  t o  permi t  an expansion of t h i s  force t o  7,000 by 
J d y  1964, and t o  s t r e n g t h e n  o t h e r  elements  of t h e  Thai C i v i l  
P o l i c e  f o r c e s  w i t h  emphasis on reequipment and counter- insurgency 
t r a i n i n g  f o r  t h e  28,000 P r o v i n c i a l  P o l i c e  fo rce .  A u s t r a l i a ,  a  
Southeas t  As ia  Trea ty  Organiza t ion  (SEATO) a1 I  y ,  i s  prov id ing  
v e h i c l e s  t o  t h e  P r o v i n c i a l  P o l i c e .  

Rural Development C o ~ c e n t r a t e d  i n  t h e  Northeast .  ( a )  S t rengthen  
t h e  t i e s  between t h e  Nor theas t  and t h e  c e n t r a l  government by a s -  
s i s t i n g  a  Thai  program f o r  t r a i n i n g  and i n d o c t r i n a t i n g  n e a r l y  
18,000 t e a c h e r s ,  p r o v i n c i a l  1 e a d e r s ,  and 1 oca l  o f f i c i a l  s by 1965 
and by r e p a i r i n g  o r  c o n s t r u c t i n g  about  800 k i lometers  of a c c e s s  
r o a d s  t o  f a c i l j t a t e  communication w i t h  remote,  s e n s i t i v e  a r e a s .  

Aus t ra l  is i s  a! s o  a s s i  s t , i n ~  i.n feeder  road const.ruct,ion and tr.air,- 
i n ? .  ( b j  Improve b a s i c  s n c i a l  and economic condit . ions i n  t h i s  
a r p a  by a  ccncent rn ied  prcgrnm nf i n t e r r c l a t d  a1;ricul !,ural a ? -  

rl;mnA "t - r 3 9 L r + n n t : - .  . . . . . ... I -.... I"., ...-- .>.--,, -:-- ... , - - A  " i. , Lj2 .2 ,  I,: 

f i v e  y e a r s ,  a  community dcve'opment program t o  reach  (~0% of llorth- 
e a s t  v j l l a g e s  by 1966, and a  r u r a l  h e a l t h  program t h a t  aims t o  
e r a d i c a t e  ma1 a r i a  t y  1  ?/\cl and provide s 3 f e  watcr  and s a n i t a r y  con- 
d i t , j c n s  i n  10,000 v i l l a g e s  by 1965. 

Human Resources Development. ( a )  Through a  j o i n t  p lann ing  e f f o r t ,  
a s s i s t  Thai land t o  deve!op a  c a p a b i l i t y  f o r  a s s e s s i n g  i t s  human 
r e s o u r c e s  requ i rements  f o r  development and f o r  fo rmula t ing  educa- 
t i o n a l  g o s l s  and p l a n s .  (t) Provide t e c h n i c a l  a s s i s t a n c e  t o  
p i l o t  schools  a t  1 2  educa t iona l  c e n t e r s  of t h e  country i n  t h e  i m -  
provement of c u r r i c u l a ,  t each ing  methc~ds, school  a d m i n i s t r a t i o n  
and physical  f a c i l i t i e s ;  st ,rengthen s e l e c t e d  t r a d e  school s ,  voca- 
t i o n ~ !  ?,pic-! twsl S C ~ C ? ' S  and t e c h n i c a l  i i I s t l t i i i e s  iu r a i s e  
t h e i r  s tandards  and i n c r e a s e  t h e  numters of  t ,he i r  g r a d u a t e s .  ( c )  
A s s i s t  i n  e s t a b l i s h i n g  a  medical school  i n  North Thai land capable 
of g radua t ing  C O  d n c t o r s  per  year  beginning i n  l a 6 4  ar,d 50 n u r s e s  
i n  lc6:. 

Improvement of Government Yanapernent. Assj s t a n c e  i n  t h i s  f i e 1  d  i s  
focused on s trengtheri ing t h e  c a p a b i l i t i e s  of  key a g e n c i e s  charged 
w i t h  p lanning ,  f i n a n c i n g  and implementing development programs such 
a s  the  Cent ra l  S t a t i s t i c a l  C f f i c e ,  t h e  Revenue Department, t h e  
Highway Department and t h e  M i n i s t r y  of Agricul t u r e  . This  program 
complements t h e  work of  t h e  team of p lanning  a d v i s o r s  t h a t  t h e  
World Pank has  provided.  

Devel npmer~t of I n d u s t r y  and I n f r a s t r u c t u r e .  While A. I . D .  w i l l  
c o m p l ~ t e  a  number of c a p i t a l  p r o j e c t s  -- i n  highways, telecom- 
m u n i c a t i m s ,  a i r  t r a n s p o r t a t i o n  a r d  i r r i g a t i o n  -- t h a t  were f i -  
nanced i n  p rev ious  y e a r s ,  o t h e r  F'ree World sources  a r e  expected 
t o  p rov ide  t h e  major p o r t i o n  of  T h a i l a n d ' s  e x t e r n a l  c a p i t a l  r e -  
quirements  i n  FY 1964 and beyond. A . I . D .  w i l l  a c c e l e r a t e  t h i s  
t r e n d  through a  program of f e a s i b i l i t y  surveys  f o r  bankable p r o j -  
e c t s ,  and w i l l  i t s e l f  o n l y  make l o a n s  when o t h e r  f i n a n c i n g  i s  n o t  
a v a i l a b l e  on reasonable  terms,  p a r t i c u l a r l y  where p r o j e c t s  a r e  
impor tan t  t o  i n t e r n a l  s e c u r i t y .  

Revised A p r i l  25, 1963 
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FY 1 964 A. I. D. PROPOSED PROGRAM 

( ~ n  millions of dollars) 
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total 1 1  .1 - 10.0-20.0 
Agriculture 11.1 - 

Development Grants - Total 9.0 7.9 7.4 
Project Assistance 
Agriculture and Community 
Development 0.9 2.2 
Industry, Mining and 
Transportation 0.5 0.3 

Health and Sanitation 2.1 2.2 
Education 0.9 1 .O 
Public Safety 1.2 - 
Pub1 ic Administration 0.5 0.9 
Other Activities 1.3 1 . 3  

Non-Project Assistance 2.7 - 

Deobligations During FY 1962 

Supporting Assistance - Total 
Project Assistance 
Communications 
Transportation 
Public Safety 

Non-Project Assistance 10.7 - - 

Deobligations During FY 1962 xx xx 

Cther U.S. Assistance 
Military kssistance Program 81.0 79.4 

" Less than $50,000. 



Thailand 
U.S. FOREIGN ASSISTANCE - OBLIGATIONS AND LOAN AUTHORIZATIONS 

( M i l l i o n s  o f  D o l l a r s l  

PROGRAM I 
1 1 9 4 6 - 4 8  

ERAITS .................................... - 
L O A M S . ~  .................................. 6.2 

ABEICI  FOR I I T E R I A T I O I A L  DEVELOPMEIT - TOTAL ....... - - 
G r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

TECHNICAL COOPERATIONIDEVELOPMENT GRANTS.. . . . . . . .  I - 
DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 
OTHER A.1.D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

FOOD FOR PEACE (PL  1 8 0 )  - TOTAL .................... I -- 
T I T L E  I - PLANNED FOR GRANTS AND LOANS ........... 

. . . . . . . . . . . . . . .  . 1 0 4 0  G r a n t s  f o r  Common Defense  
. . .  . i34d L o e n s  fro. T r i = n g r z ! m r  T r n n t s c t i o n s . .  

. . . . . . . . .  . 1 0 4 c  G r a n t s  f o r  Economic Drvelop .mt  
. . . . . . . . . . . . .  . 1 0 4 a  LOMS t o  P r i v a t e  I n d a ~ t r y . .  

l 0 4 g  . LOMS t o  G ~ ~ e m m e n t s . .  . . . . . . . . . . . . . . . . . .  

T I T L E  I I  - EMERGENCY RELIEF.. . . . . . . . . . . . . . . . ..... - 
.......... T I T L E  I I I - VOLUNTARY RELl EF AGENCI ES..  - 

T I T L E  I V  - WLLAR CREDIT SALES.. ................. I - 
EXPORT-IMPORT 0AIK LOIB-TERM LOAMS ................. - I 
OTHER U.S. ECOIOMIC PROBRAMS. .  6.2 
.~ ~~ . .~  .- .~ - ~ ~ ~ . . . . 

MILITARY - TOTAL. - 

. MILITARY ASSISTAICE PROBRAM -MAP (Chp. t o  APP. )... 
( d d i  G a t  o m  E j . I (> 

OTHER MILITARY ASSISTAICE 
.. 

........................ TOTAL EWNQllC AND MILITARY.. 6.2 I - 
FOREIBI ASSISTI ICE ACT PROORAM..... ................ 
OTHER ASSISTANCE ................................... 

- - -- - -- - . - - - 
6y2 

-- 

- YEARS 

1957 

35.3 
2b .3 
11.0 

- 3 5  
10.0 

h.? 

29.9 

1.1 - 
1.0 - 

1.0 

(2.1) 

0.1 

OTHER ASSISTANCE AND REPAYMENTS 

I ASSISTANCE F R h l  INTERNATIONAL AGENCIES SINO-SOVIET BLOC ASSISTANCE 
F 1  1551 FY 1962 FY 1946-62 I I - -- I 

.. . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . .  .. IHRD - World Bank 22.0 1961 I C a l e n d a r  Year1 
r m T a c h . * a a ' t . ( C I )  . . . .  1.0 0.8 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  U W S o e c l a l ~  . . . . . .  2.0 0.9 b.9 1962 [ C a l e n d a r  Y e a r )  I 

1111.9 

m.8 

L . 1  5.3 5.1 

a?.'? 

m - i n t ' i .  Piname Cwp. . .  - 0.3 

TUTAL 

338.1 
2117.3 
90.8 

%+ 
53.6 

h6.8 

33.6 

219.3 

L.2 

C u m u l a t i v e  t h r u  1962 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

LOAN DOLLAR REPAYMENTS AND INTEREST 

=* FY 1962 FV lg46-62 1 
A.I.D. and PL 480 Loma 4 0.1 
R - h . B P n k ( L o n g T e m )  0.9 2.5 4.9 

a/ Does not Include $7.0 million loan In FP 1958 financed by Asian Economic Development Fhds .  - 
Zhese a r e  included i n  Far East Regional. 

v Less than $50,000. 159 
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Vietnam 

BASIC DATA 

....... Population (millions - 1962). 15 
Annual Growth (percent) ........ 2.8 

Area (1000 sq. mi.) ............... 66 
........ Pop. Density per sq. mi. 230 

Agricultural Land 
.......... Percen t  of Total  Area.. 33 

............... Acres per Capita  1.0 

Li fe  Expectancy (years) ....... 35 

People per Doctor ............ 22,500 

Literacy Rate - % ............ 

Pupi l s  a s  % of Pop. .......... 
(Primary & Secondary) 

VIETNAM - GROWTH TRENDS / 

INTERNATIONAL TRADE (S millions) 
Total  Exports (f.0.b.). ............ 

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

................. Trade Balance 

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - S millions) 

COST O F  LIVING INDEX (195W00) .  . 
( ~ a i  gon) 

Calendar Yeors 

ROUTH INDICATORS 

otal  GNP ( in  1961 prices; B millions)* ...................... 
P e r  Capita  GNP (dollars) ............................ ... .... 

lvestment a s  percent of GNP ................................... 
omestic S.lrinRs a s  % of Investment .......................... 
e t  Foreign Balance a s  Ot of GYP ............................. 
enkal  Gov't Domestic Revenues a s  7% of GNP .............. 

gricultural Prod. Index (1952-54300) ......................... 
Index per Capita  ................................................. 

................. Rice, mugh (1,000 MT) 

................. ubber Output (1,000 MT) 

- 
Calendar Yeors 

1961 - 1962 Est .  

1,285 1,370 
89 92 

ENTFIAL GOVERNMENT FINANCES* 
(FY ending December 31) 

............... .............................. 'otal Expenditures 
.................................. (Defense Expend) tures) 

(Copitol Outlays) ............................................ 

......................................... 'otal Domestic Revenues 

Deficit or Surplus ............................................... 
Converted a t  60 piastres per U.S.$. Includes c iv i l  Guards and Self-Defense 
Corps. d Includes $16 million from export subsidy fund. d In FY 1962 a nev 
system of taxing U.S. a id  goods & nev counterpart requirements diverted a sub- 
s t a n t i a l  amount of import taxes from Domestic Revenue into the Counterpart Fund. 

- Million Dollar Equivalents - 

1960 1 9 6 1 ( ~ s t )  1 9 6 2 ( ~ s t )  

308 342 393 
(122) (138) (196 
(42) (41) (66) 

174 225 d 185 d 
-134 -117 -208 

Security Indi c+tors 

Security forces as of February l6, 1463 
Militar$ (m, Nsvy and Air ~ o r c e )  
Paramilitary (c iv i l  Guard and Self Defense b r p s )  174,624 
c i v i l  Police 23, 900 

Security forces as  a $ of population: 2.8$ 

Defense expenditures as a of OW 4 
U.S. contribution to d ( In  millions of do-) 
M.A.P. (deliveries) 41.9 70.9 65.0 144.0 
Economic assistance 98.0 97.0 g.0 147.0 

U.S. support to police progrests 4 . 0.9 0.4 1.4 3 .0  

(enUngDec. 31). 

(mg bdget receipts of U.S. aid-generated bssl currency 
e w e d  fb*eted i n  1962) f o r  mil i tary support. . ,  



U .  S. Objectives and S t r a t e m  

must not bm divulged to unwthorizmd hdi- 

U.S. ob jec t ives  i n  South Vietnam a r e  t o  overcome d i r e c t  Cornrniini st, 
e f f o r t s  t o  take  over the  country by insurgency, and t o  develop a 
soc io -po l i t i ca l  s t r u c t u r e  t h a t  w i l l  b r ing  increased b e n e f i t s  t o  
t h e  population and strengthen the  people ' s  w i l l  t o  sus t a in  t h e i r  
independence and achieve self-support .  

The United S t a t e s  has been seeking t o  b u i l d  on the  s t r eng th ,  re-  
sourcefulness  and v i t a l i t y  of t he  Vietnamese people who, through- 
ou t  h i s t o r y ,  have been accustomed t o  f i g h t  f o r  the  preservat ion  
of t h e i r  independence, and on t h e  leadership which has 
shown g rea t ,  if sontet&nes m$sffuided, determination. 

A s t r a t e g y  f o r  v i c to ry  taking account of t hese  s t r eng ths  and 
~~eaknedms r equ i r e s  t h a t  the m i l i t a r y  e f f o r t  be supplemented by 
p o l i t i c a l  and economic measures designed t o  improve t h e  l o t  and 
f o r t i f y  t h e  w i l l  f o r  freedom of t h e  r u r a l  population. A s  a  
consequence of t he  I tclear and hold operationsIt and the  r e l a t e d  
" s t r a t e g i c  hamlet programtt the  Vie t  Cong a r e  becoming more exposed 
t o  des t ruc t ion  o r  capture by the  Government forces. The r u r a l  
people a r e  being given cause t o  support  t he  Government's e f f o r t s  
t o  a g r e a t e r  degree than i n  the  p a s t .  

d e t e r i o r a t i o n  i n  i n t e r n a l  s ecu r i ty  i s  over. The Communist 
insurgency can be suppressed i n  time. 

The U.S. s t r a t e g y  has th ree  e s s e n t i a l  elements: ( a )  develop and 
improve e f f e c t i v e  Government of Vietnam (GVN) mi l i t a ry ,  para- 
m i l i t a r y  and pol ice  counter -guerr i l la  s t rength;  (b )  s epa ra t e  and 
p r o t e c t  t he  population from the  Vie t  Cong; and ( c )  supply general  
economic support and apply polLtical, economic and s o c i a l  measures 
necessary t o  convert m i l i t a r y  successes i n t o  lasting-puI,i.tica;Z 
gains .  

The Agency f o r  In t e rna t iona l  Development (A.I.D.) s t r a t e g y  i n  
support  of t h i s  na t iona l  pol icy  i s  t o :  

1 .  Assist and guide immediate impact programs t o  improve l i v i n g  

PRIOR and CURRENT PRQGRAMS 
(Millions of Dollars) Development Grants 

PROPOSED PROGRAM 
I Development Grants 

Under exigencies of war, assume subs t an t i a l  opera t ional  
r e s p o n s i b i l i t i e s  i n  the  conduct of r u r a l  r e l i e f  and 
development a c t i v i t i e s ,  bu t  s h i f t  opera t ional  and f i n a n c i a l  
r e s p o n s i b i l i t i e s  a s  rapid ly  a s  poss ib le  t o  Vietnamese 
na t iona l  and l o c a l  a u t h o r i t i e s .  

Provide imports needed t o  preserve economic and p o l i t i c a l  
s t a b i l i t y .  This program w i l l  be continued a t  present  aus t e re  
l e v e l s  designed t o  avoid excessive urban consumption o r  
increased fore ign  exchange reserves ,  and t o  encourage 
expansion of exports  and of domestic t a x  co l l ec t ions .  

Make i n t e n s i f i e d  e f f o r t s  t o  ge t  f i n a n c i a l  support  from other  
Free World countr ies ,  e spec ia l ly  f o r  f inancing t h e i r  
commercial exports  t o  Vietnam, and f o r  development p ro jec t s .  

Confine t echn ica l  and development a s s i s t ance  p ro jec t s  t o  
a c t i v i t i e s  which maintain and improve c r i t i c a l  i n f r a s t r u c t u r e ,  
pr imar i ly  t h a t  required by the  war e f f o r t  and the  counter- 
insurgency program. Capi ta l  p ro j ec t  commitments w i l l  be 
c r i t i c a l l y  reviewed aga ins t  t h i s  c r i t e r i o n .  



Country: VIETNAM 

Shadmd armas a n  SECURITY CLASSIFIED and 
must nor b. divulgmd to unwthoriud indi- 

Current  S i t u a t i o n  

A peaceful  Vietnam o f f e r s  good p o t e n t i a l  f o r  r e l a t i v e l y  rapid  
economic growth. It has a favorable  r e l a t i o n s h i p  of population 
t o  a v a i l a b l e  productive land.  The population is  vigorous and 
able  t o  adapt t o  new methods and technology. 

With s u b s t a n t i a l  U.S. a s s i s t h c e ,  considerable economic and s o c i a l  
progress  was made a f t e r  Vietnam's independence i n  1954. Restored 
a g r i c u l t u r a l  production now exceeds prewar l e v e l s .  Divers i f ied  
indus t ry ,  l a r g e l y  i n  small  f a c t o r i e s ,  has  been b u i l t  o r  expanded 
t o  provide employment oppor tuni t ies ,  t o  he lp  i n  meeting the  
consumption needs of t he  country and t o  reduce the  necess i ty  f o r  
imports .  -Educat ion  has made g r e a t  s t r i d e s ;  t h e  number of s tudents  
i n  school has doubled i n  the  pas t  seven years .  

Fu r the r  progress  has been jeopardized by t h e  Communist i n su r rec t ion .  

i n t o  the  war e f f o r t .  De f a c t o  devaluation of t he  p i a s t e r  i n  
t h e  beginning of 1962, on the  advice of t he  United S t a t e s  and 
i n t e r n a t i o n a l  f i n a n c i a l  organiza t ions ,  has had the  des i red  r e s u l t  
of  dampening demand f o r  imported goods while increas ing  the  
a v a i l a b i l i t y  of l o c a l  currency needed t o  f inance the  war, 
counter-insurgency and development e f f o r t s .  Improvement of 
adminis t ra t ion  and c o l l e c t i o n  of domestic taxes  has r a i sed  
domestic revenues about 20% i n  1962 over 1961. 

As t h e  Vietnamese economy a d j u s t s  t o  t h e  devaluation and a s  
bus iness  a c t i v i t y  acce le ra t e s  with improving s e c u r i t y  condi t ions ,  
t he  volume of imports is  expected t o  r i s e  s u b s t a n t i a l l y  from the  
1962 l e v e l .  Although some increase  i n  Vietnamese exports  i s  
a l s o  ant ic ipa ted ,  t h e  over-a l l  Vietnamese balance-of-payments 
d e f i c i t  i s  expected t o  be l a r g e r  i n  1963 than it was i n  1962. 

- - 
The present  war has put  g r e a t  s t r a i n s  on the  country ' s  f inances ,  I n  previous years ,  a i d  t o  Vietnam from other  Free World na t ions ,  
on i t s  l imi t ed  t r anspor t a t ion  and communications f a c i l i t i e s  and when compared t o  U.S. a s s i s t ance ,  has been modest. During the  
on t h e  small pool of t r a ined  manpower. p a s t  year ,  however, t he  United S t a t e s  i n t e n s i f i e d  i t s  e f f o r t s  
Vietnamese m i l i t a r y  and para-mili tary f o r c e s  have been g r e a t l y  t o  ob ta in  support f o r  Vietnam from Free World countr ies .  

s trengthened and have been equipped, t r a i n e d  and advised by the  :RepresenMive of these csowtrTes now mef repplarly $q Sdg~s l  
U.S. M i l i t a r y  Assistance Program. Since the  beginning of 1961 Lo consider, proposal8 f o r  the expans$on of their aid. 
South Vietnam's m i l i t a r y  fo rces  have increased'Qam &odi %'7,@33 OTHER FREE WORLD ASSISTANCE 

I to- 390,000 of which abut 216,000 w e  $n %he AmmAmDBd Forces 
~ T Q ~ P ,  a b k  74,000 fn t h  cf~I-2. Gv~T& and %he nm.$n&r $a athst ( I n  mi l l i ons  of d o l l a r s )  
5etJ.f wenee Coz'ps. I n  addi t ion ,  var ious  l o c a l  m i l i t i a  f o r c e s  U.S. F i sca l  Years 
have been formed, t r a ined  and equipped. - 1960 1 961 1962 

France 
The GVN defense budget has r i s e n  sharply  from the equivalent  of Loan 1 4 . 0 g  - 
$138 mi l l ion  i n  1961 t o  $196 mi l l i on  i n  1962 and i s  expected t o  

- 
Export Credit Guarantee 2 2 . 0 g  - - 

r i s e  f u r t h e r  i n  1963. The U.S. cont r ibut ion  t o  l o c a l  defense Grant 
expenditures has a l s o  r i s en ,  both i n  absolute  terms and a s  a 2.5 3.3 4.9 

Germany. 
percentage of t he  t o t a l .  But the  l e v e l  of defense expenditures Grant - 0.2 
does no t  t e l l  t he  whole s t o r y  of t he  cos t  of the war. 0.5 

J a ~ a n  
The cos t  of e s t ab l i sh ing  and maintaining the  s t r a t e g i c  hamlets i s  Reparations 3 9 . 0 d  - - 
high,  al though most of t he  l abor  i s  cont r ibuted  by the  inhab i t an t s  Loan 7 . 5 d  - - 
themselves. Sabotage l o s s e s  must be replaced.  In t e r rup t ion  of ~ r a n t d  - 0.1 0.1 
communications and t r anspor t a t ion  e n t a i l  the  l o s s  of production, 

Un;;ztngdom government revenue and imports. 0.1 0.1 0.1 Au;s-ili 
The s t r a t e g i c  hamlet program, with an u l t ima te  goal  of about 0.2 0.5 0.5 
11,000 hamlets, i s  conceived a s  a veh ic l e  t o  b r ing  about a s o c i a l  
r evo lu t ion  i n  the  countrysid6 and reduce the  gap i n  l i v i n g  stand- - 0.1 0.1 
s r d s  between the  r u r a l  and urban population.  About 4,000 s t r a t e g i c  

Canada hamlets have been es tabl i shed.  About 8,000 hamlets w i l l  receive   ran& 0.8 0.3 0.3 major U.S. a s s i s t ance  by the  end of FY 1964. 
aJ Colombo Plan. - d/ Exact da t e  signed and terms 

The GVN i s  showing increas ing  apprec ia t ion  f o r  t h e  need of Included i n  Pinay-Mau accord. unknown. 
improving i t s  p o l i c i e s  t o  channel t he  country ' s  own resources d Signed May 1959. 
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Country: VIETNAM 
must not b. divub-d to u n w t h o r i u d  indi- 

The war i n  Vietnam i s  not  y e t  won but  t he  rapid eros ion  of t he  
GVN pos i t i on  has been hal ted;  a s t r a t e g y  f o r  v ic tory  has been 
developed; a s t a r t  has been made t o  carry it out. The eneqy i s  
f n - o n i m l n  77-11 " 7 1 n n l i e f i .  a d  far f r o m  heater?: a l t h m l ~ h  t h e r e  n r t  

A A 

i nd ica t ions  t h a t  he i s  discouraged by the  mounting evidence of 
Vietnamese and American determination t o  win. 

FY 1964 Program 

$130 n&llio~ i n  Supporting Ass is t ince  i s  requested f o r  FY 1964, an 
+increase of $TO millfran, by comparison with FY 1963. Of t h i s  
amount, $100 m i l l i o n r i s  requi red  t o  provide e s s e n t i a l  imports and 
$30 milei~n i s  requi red  t o  support the  counter-insurgency program. 
$6.8 &PLion i s  requested f o r  Development Grants, compared with 
about BU-6 million i n  FY 1963. This amount is requi red  f o r  
c e r t a i n  on-going economic and s o c i a l  development a c t i v i t i e s ,  
prirnzri ly i r ?  t he  a r e a  of edl~.rztior?. 

The Food f o r  Peace Program w i l l  continue t o  play a major r o l e .  
About $36.5 mlffion w i l l  be requi red  under P.L. 480, T i t l e  I ,  t o  
meet bas i c  needs f o r  foods tu f f s  and ag r i cu l tu ra l  raw mater ia ls .  
I t  i s  planned t o  u t i l i z e  another $24 million of commodities under 
T i t l e  I1 i n  support of the  counter-insurgency a c t i v i t i e s .  

Supporting Assistance.  Non-project f i n a n c i a l  a s s i s t ance  i s  i n  
two p a r t s :  ( a )  t o  f inance  commercial imports, $400 miUion, based 
on an assessment of Vietnam's e s s e n t i a l  import requirements l e s s  
i t s  own fo re ign  exchange earnings and non-U.S. a i d  appl icable  t o  
cu r ren t  account. The evolution of Vietnam's balance of payments 
w i l l  b e  kept  under constant  sc-rutiny t o  assure  that U.S. a s s i s t ance  
i s  l imi t ed  t o  amounts ac tua l ly  required;  and (b)  f o r  f inancing 
appropr i a t e  cos t s  i n  t h e  establishment, supply and maintenance of 
8,000 s t r a t e g i c  hamlets and o the r  f a c e t s  of the counter-insurgency 
program. Soc ia l  and economic a s s i s t ance  i s  provided through t h e  
establishment of medical f a c i l i t i e s ,  schools, and hamlet wal ls  and 
fences .  Where requi red ,  r e l i e f  suppl ies  of food, c lo th ing  and 
t o o l s  a r e  provided u n t i l  crops can be p lanted  and harvested.  
Programs t o  improve a g r i c u l t u r a l  methods and introduce b e t t e r  
breeds of l i ves tock  a r e  being continued and in t ens i f i ed .  Resources 
a r e  a l so  provided f o r  the  r e h a b i l i t a t i o n ,  reconst ruc t ion  and 
maintenance of communication and t ranspor ta t ion  - f a c i l i t i e s  required 
f o r  the  movement of e s s e n t i a l  c i v i l  and mi l i t a ry  goods and t o  
maintain communication with a l l  elements of the population.  

a psychology of v i c to ry  and hope f o r  a b e t t e r  i'uture, and t o  
continue bui ld ing  the  minimal i n f r a s t r u c t u r e  and human resources 
so important f o r  postwar reconst ruc t ion  and u l t ima te  s e l f -  
Q , , f f :  P:  a n " T , *  Tn 1  :nn ,,:: t h  t h <  " n h : l  nnnnh."? AnITnl -,.mnn+-,l , - - . .- . - - - 
a c t i v i t i e s  have been sharply  reduced and r eo r i en ted  t o  support 
the  war e f f o r t  wherever poss ib le .  w.8 mlflictn i s  required 
ch ie f ly  t o  maintain a c t i v i t i e s  now underway which promise e a r l y  
r e s u l t s .  Specia l  emphasis i s  being placed on medical and 
vocational  education,  which i s  t o  be expanded through the  
establishment and equipping of new schools,  and through the  
improvement of f a c i l i t i e s  f o r  teacher  t r a in ing .  Technical 
support cos t s  a l s o  requi re  a l a r g e  por t ion  of these  funds. 

FY 1964 A . I . D .  PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
F P ? 9 6 ?  FYI961  

Development Grants - Total  
Agriculture 
Transportat ion 
Health and San i t a t ion  
Education 
Other 

Deobligations During FY 1962 -1 0.2 

Supporting Assistance - Tota l  
Commercial Aid 
Counter-Insurgency 

Deobligations During FY 1962 -3.4 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 
(Sales  Agreements) 

Mi l i t a ry  Assistance Program 176.5 

Development Grants. The s i t u a t i o n  i n  Vietnam requ i r e s  t h a t  f i r s t  
p r i o r i t y  be given the  war e f f o r t ,  and t h a t  v i r t u a l l y  a l l  ava i l ab le  
resources  be devoted t o  i t s  prosecution.  Nevertheless, it i s  
important t o  continue a c t i v i t i e s  designed t o  give the  population 



Viet Nam 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O I S ~  

( M i l l i o n s  of D o l l a r s )  

I TOTAL 

1.687.5 

1,591.9 

w 
89.9 

8.1 

39.9 

1,508.9 

111.6 - 
L4.6 

38.9 

5.7 

(53.b) 

2.1 

6b.9 

759.5 

759.5 

159.5 
(80.2) 

2,U7.0 

2,335.b 
1U.6 - 

. 5 .  F I S  

1956 

216.3 - 
191.3 
25.0 

177 .O 
25.0 

3.5 

- 
198.6 

14.3 
- - 
- 
- 

(-)  

1L .3 

- 

167.3 - 
167.3 

161.3 
(9.2) 

- 

CAL 
T PROGRAM 

.CONMIIC - TOTAL ..................................... 
ORAITS ................................. 
L U I S .  .................................. 

AQEICY FOR I I T E R I A T I O I A L  DEVELOPMENT - TOTAL ....... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  C r o n t a  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL COOPERATIOHIDEVELOPMENT GRANTS ......... 
.............................. DEVELOPMENT LOANS.. 

OTHER A . l  .0 ...................................... 

FOOD FOR PEACE ( P L  6 8 0 )  - TOTAL .................... 
T= I - PLANNED FOR GRANTS AND LOANS.. ......... 

I 
PROGRAMS P R I O R  

1 9 4 6 - 4 8  

. . . . . . . . . . . . . . .  1 0 4 c  - C r o n t t  f o r  C O ~ ~ M  Defense  
104d  - C r a n t a  from T r i m n g u l a r  T r ~ ~ a c t i o n . .  . . .  
1 0 4 r  - G r a n t s  f o r  Econo'ic D e v e l o p m e n t . .  . . . . . . .  

. . . . . . . . . . . . .  l o l a  - Loans t o  P r i v a t e  I n d u s t r y . .  
. . . . . . . . . . . . . . . . .  . 1 0 4 8  Loona t o  Governmsnts . .  

( T o t a l  S a l e s  Agreements) . . . . . . . . . . . . . . . . . . . . . . . . .  

T I T L E  I I  - MERGENCY R E L I E F  . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . .  T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES. .  

. . . . . . . . . . . . .  T I T L E  I V  - W L L A R  CREDIT SALES. . . . .  

.............. EXPORT-IMPORT 1111 LOI0-TERM LOAUS.. 

OTHER U.S. ECONOMIC PROORAM$..... ................. 

NO 

TO FY 1 9 5 4  

- 

I I L I T A R Y  - TOTAL. .................................... I 
-- 

ORAITS.. .................................. .................................. LOAIS... I 
... MIL ITARY ASSISTANCE PROQRAM -MAP - (Cha. t o  ApP.1 

( 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 
......................... OTIER M l L l T A R Y  ASSISTAICE.  

TOTAL ECONWIC m~ MILITARY .......................... 
FOREIQN ASSISTANCE ACT PROORAM ..................... 
OTHER ASS ISTANCE ................................. 

O T H E R  A S S I S T A N C E  AND REPAYMENTS 

LOAN DOLLAR REPAYMENTS AND INTEREST 

NONE I 

ASS1 STANCE FROM INTERNATIONAL AGENCIES 

FY 1961 FY 1962 FY 1946-62 - -- 
UNTech .Asso t . (CY) . . .  0.b 0.b 2.2 

. . . . . .  UN Special hnd 0.2 

( I I C m ~ I a t I v e t h r u I 9 6 2  ........................... 

a/ Fzcludes aid to Indochine prior to  partition. 
Does not include $3.3 ndllion loan in FT 1958 financed by Asisn Economic Development h d s .  

+ ~ e s s  than $50,000. 164 

SINO-SOVIET  BLOC ASSISTANCE 

......................... 1961 [ C a l e n d a r  Y e a r l . .  

........................... 1 9 6 2  ( C a l e n d a r  Y e a r )  
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must not b. divulgad to unauthorixad indi- 

In addi tj on tm s p ~ r - i  fi c ctnlntsy programs, there are certsin ongoing 
activities, which either are regional in nature and cannot be 
distributed by country, or do not warrant a separate country 
prescrlLaLLon. lnese activities, wlthln the Uevelopment Grant 
category, comprise three major elements: (a) activities related to 
the development of the Mekong River, (b) SEATO economic projects, 
and (c) regional technical assistance activities. 

Mekong River Development 

The Mekong River is one of the world's largest rivers and one of 
Southeast Asia's major unexploited resources. It has great long- 
term potential for irrigation, power, flood control and navigation 
for Laos, Cambodia, Thailand, and South Vietnam, all of which 
have direct access to it. The development of this resource has 
become of great interest to these nations and has provided a focus 
for regional cooperation of an pxceptional nature. Through the 
sponsorship and guidance of the United Nations Economic Commission 
for Asia and the Far East (EcAFE) Committee for the Coordination 
of Investigations of the Lower Mekong, support to the program 
totaling $33 million has been committed to date by 15 other 
nations, 11 U.N. agencies, and several foundations. U.S. partici- 
pation to date amounts to $2.5 million. 

While strongly supporting the Mekong program, the United States 
has enphzsized the need for a realistic, step-by-step, approach 
to a program of such great potential magnitude. The United States 
has stressed the importance of reliable data, sound long-term 
coordinated planning, and the need to pace development to the 
absorptive and administrative capacities of the benefiting nations. 

Consonant with this emphasis, the United States will support, in 
FY 1964, the continuation of four activities begun in FY 1963. 
These are: (a) provision of spare parts and replacements for an 
A.1.D.-financed network of hydrographic stations; (b) the first 
phase of a comprehensive feasibility survey of the Pa Mong dam 
project which would serve Thailand and Laos; (c) aerial mapping 
and hydrologic studies of nine tributaries; and (d) a computer 
study for an over-all Mekong Basin resource development plan. 
Total funding for these four activities is estimated at $5~0,~)00. 

SEAT0 Projects 

Further contribution to the economic development of the region 
will be made through continuing economic assistance projects car- 
ried out in accordance with Article I11 of the Southeast Asia 
Treaty Organization (SEATO) which pledges member countries to 
cooperate in "measures ... to promote economic progress and social 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollors) 

PROPOSED PROGRAM 

well-beingff in the area. The United States meets its Article 111 
ubligations mainly through bilateral programs in Thailand, the 
Philippines and Pakistan. However, as further demonstration of 
our support to SEATO, and its Article I11 objectives, the United 
States provides support to a limited number of economic projects 
bearing the SEATO name. Those to be supported in FY 1964 are: 
(a) the SEAT0 Community Development Center in strategically 
important Northeast Thailand; (b) the SEATO Meteorological 
Telecommunications Network project, between Manila and Bangkok; 
(c) the SEAT0 Graduate School of Engineering in Bangkok; and 
(d) the SEATO Cholera Research project in Pakistan. Approximately 
$900,000 is required for these SEATO projects. 

Regional Technical Assistance Activities 

These are projects which support or supplement bilateral program, 
and can be administered most effectively on a regional basis. 
They include : 

1. Regional training centers to provide centralized facilities 
at a low cost and in an environment familiar to most of the 
participants. For example, the Malaria Training Center in 
the Philippines, jointly sponsored by Agency for International 
Development (A.I .D. ), World Health Organization (W.H.O . ) and 



FAR EAST REGIONAL P R O G M  

Shaded enes e n  SECURITY CUSSlFlED end 
mull no1 b. divulged lo mmuthorlud kdl- 
viduah. &It other mahrid b unsIm8llhd. I 

t he  Philippine Government, t ra ins  approximately 100 special- 
i s t s  per year, and the  Asian Labor Education Center i n  the 
Philippines provides leadership t raining f o r  Asian labor union 
o f f i c i a l s  i n  the techniques of democratic t rade unions. 

Seminars and workshops i n  such subjects as development of 
agricul tural  credi t  inst i tut ions.  

The U.S. Book Exchange i n  Washington, which i n  consultation 
with A.I .D.  Missions, furnishes technical books and periodi- 
cals  t o  l i b r a r i e s  and organizations i n  the Far East. 

The Asian Productivity Organization, which a s s i s t s  the f ree  
countries of the  Far East and South Asia t o  r a i s e  t he i r  stand- 
ards of l iving through t raining i n  techniques f o r  increased 
indus t r ia l  productivity. 

A regional approach i s  a lso best adapted t o  research and special 
s tudies  of developmental problems comon to  most o r  a l l  of the 
countries i n  the area. The FY 1964 funding requirements for  these 
regional technical assistance projects i s  approximately $1.2 m i l -  
l ion.  

FY 1964 A. I .D .  PROPEED PROGRAM 

(1n millions of do l la rs )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Grants - Total 4.0 2.3 2.6 
Agricultural and Natural 

Resources $4 0.5 0.7 
Transportation '0.8 - - 
Education 0.6 0.7 / 0.7 
Other Activities i 0.6 1.1 1.2 

Deobligations During FY 1962 * xx xx 

Supporting Assistance - Total -1.0 - - 
Deobligations During FY 1962 -1.0 xx xx 

'\ 




