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AGENCY FOR INTERNATIONAL DEVELOPMENT 

FY !963 APPR!?PR!A?!ON REQUEST 

Total $2,915 million" 
$ I00 

Total $3,378 million 

qlncludes supplemental FY 1961 oppropriation for Alliance for Progress pursuant to PL 87-41, daled 
May 27, 1961,effectively avoilable in FY 1962 and subsequently. 

9 lncludes administrative expenses (AID), administrative expenses (STATE) and Investment Surveys. 



AGENCY FOR INTERNATIONAL DEVELOPMENT 

PROPOSED FY 1963 APPROPRIATIONS COMPARED WITH FY 1962 

(In millions of dollars) 

FY 1962 FY 1962 

Development Lending 1,112.5 1,250.0 

Development Grants 296.6 335.0 

Contributions to International Organizations and Programs 153.5 148.9 

Supporting Assistance 425.0 481.5 

Contingency Fund 275.0 400.0 

A.Uiance for Progress 600.0 4 600. o 

Investment Guaranty Program - 100.0 

Surveys of Investment Opportunities 1.5 5 0 

Administrative Expenses (AID) 47.5 55.0 

Administrative Expenses (State) 

Total 

4 Includes supplemental FY 1961 appropriation for Alliance for Progress pursuant to P.L. 87-41, dated 
May 27, 1961, effectively available in FY 1962 and subsequently. 
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THE U.S. RESPONSE TO THE NEEDS FOR FOREIGN ASSISTANCE 

For over 15 years,  the  American foreign a i d  programs--created and 
c a r r i e d  forward with b i p a r t i s a n  support under both Republican and 
b e m u c r n ~ ~ c  i i c u r l ~ r l ~ s ~ ~ a i i u l ~ s - - ' d ~ e  Leiel& to i i i i l i ~  the 6 i o F  of 
Communist aggression and subversion a l l  over the world. They have 
provided opportuni t ies  f o r  underprivileged mil l ions  t o  obtain an 
increased measure of the  r i ches  t h i s  world can produce. Foreign 
Aid has been a ca lcu la ted  e f f o r t  by the  people of t h e  United S t a t e s  
t o  help b u i l d  t h e  kind of world i n  which we would l i k e  t o  l i v e .  

It. i s ,  indeed, a bold program,as it was ca l l ed  by President  Truman 
i n  h i s  "Point Four" message i n  1949. It has not been unknown i n  
h i s to ry  t h a t  one nat ion has helped another o r  t h a t  a group of 
nat ions  have combined t h e i r  e f f o r t s  t o  help a d i s t ressed  part of 
the  globe i n  an emergency. But never before had one nat ion sought 
t o  a t t ack  the  global  problems of hunger, sickness, poverty and 
s o c i a l  i n j u s t i c e  so  comprehensively. Other free nat ions  have 
joined t h i s  h i s t o r i c  e f f o r t .  Even the  Sino-Soviet bloc has f e l t  
bound t o  mount i t s  own ass i s tance  program. 

The Purposes of Aid 

Why do we have a foreign a i d  program? 

F i r s t ,  we have a foreign a i d  program i n  our own s e l f - i n t e r e s t .  
Our a i d  helps  t c  e s t a b l i s h  the  bas i s  f o r  a s table  and peaceful 
world community by promoting economic development, helping t o  
maintain law and order,  strengthening the governments i n  the  new 
nat ions  of the world, and, a t  the  same time, preventing o r  r e s i s t -  
i n g  aggression. The Communist t h r e a t  throughout t h e  world cons i s t s  
not only of ex te rna l  aggression bu t  a l s o  increasingly of i n t e r n a l  
subversion. Our programs a r e  designed t o  give beleaguered countr ies  
the  add i t iona l  s t reng th  needed t o  enable them t o  r e s i s t  t h i s  t h r e a t ,  
and 

Second, because we, a s  a nation, w i l l  not stand by and watch o ther  
people s u f f e r  without helping them. In  h i s  inaugural address,  
President Kennedy expressed t h e  humanitarian aspects of foreign 
a i d  i n  these  words: 

"To those peoples i n  t h e  huts  and v i l l ages  of ha l f  t h e  
globe s t ruggl ing t o  break t h e  bonds of mass misery, we 
pledge our b e s t  e f f o r t s  t o  he lp  them help themselves, 
f o r  whatever period i s  required -- not because t h e  
Comunists  may be doing it, not because we seek t h e i r  
votes,  but because it i s  r i g h t .  I f  a free soc ie ty  
cannot he lp  t h e  many who a r e  poor, it cannot save t h e  
few who a r e  r i c h . "  

The History of F o r e i m  Aid 

The United S t a t e s '  g lobal  a t t a c k  on t h e  problems of the  under- 
developed nat ions  began i n  1949 when t h e  "Point Four" program was 
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programs of economic ass i s tance  t o  o ther  nat ions ,  including, f o r  
example, the  Lend-Lease program, an economic weapon which helped 
us win t h e  second World War. Following t h e  w a r ,  we par t i c ipa ted  
generously i n  the  United Nations' r e l i e f  and r e h a b i l i t a t i o n  
e f f o r t .  Then came a new tu rn  of events:  t h e  move by comunism 
t o  engulf o ther  nat ions  by a- combination of weapons, including 
support f o r  i n t e r n a l  organizat ions  of a subversive nature ,  
support f o r  "legal" Communist p a r t i e s  and e x t e r n a l  aggression o r  
t h r e a t s  thereof .  One of t h e  e a r l i e s t  of such aggressive a c t s  was 
d i rec ted  a g a i n s t  Greece. Pressure  was a l s o  app l ied  aga ins t  Turkey 
and Iran.  This was answered by t h e  Truman Doctrine which provided 
economic and m i l i t a r y  a i d  t o  b o l s t e r  those na t ions  and help them 
preserve t h e i r  independence. 

Meanwhile, t h e  i n d u s t r i a l  nat ions  of Western Europe, exhausted and 
ravaged by the  s t r a i n  of t h e  war, were given support by our r e l i e f  
and r e h a b i l i t a t i o n  e f f o r t s .  Europe w a s  c lose  t o  an economic 
col lapse,  and t h e  Communist world stood ready t o  move i n t o  t h e  
vacuum which such a col lapse would c rea te .  

The United S t a t e s  moved i n  f i r s t  wi th  the  Marshall Plan -- a 
massive i n j e c t i o n  of a i d  f o r  the  a i l i n g  cont inent .  The r e s u l t  of 
t h i s  a i d  together  with  the  determined e f f o r t s  of the  courageous 
peoples of Europe was a spectacular  success.  

I n  1950, the  Congress passed t h e  f i r s t  Act f o r  I n t e r n a t i o n a l  
Development, which es tab l i shed  t h e  t echn ica l  ass i s tance  program 
under which American technicians  were sen t  abroad t o  i m p a r t  s k i l l s  
t o  those i n  t h e  less-developed nat ions .  With t h e  s t a r t  of the  Korean 
War, economic ass i s tance  could not succeed i n  p ro tec t ing  f r i e n d l y  
nat ions  from t h e  Communist t h r e a t  without being supplemented by 
m i l i t a r y  a i d .  However, t r a i n i n g  and weapons, provided under the  
m i l i t a r y  ass i s tance  program t o  help our a l l i e s  b u i l d  t h e i r  own 
defense fo rces ,  were no t  enough. The armies, which they ra i sed  
had t o  be fed ,  c lothed and otherwise supported by nat ions  whose 
economies could no t  ca r ry  such burdens. This l e d  t o  another form 
of economic ass i s tance  c a l l e d  defense support o r  supporting 
ass i s tance  -- i n  shor t ,  the  kind of economic a i d  which was needed 
t o  help the  nat ion receiving it car ry  out a m i l i t a r y  program or  
undertake o ther  a c t i v i t i e s  which contr ibuted t o  f r e e  world secur i ty .  



I a t e r  i n  the  1950ts,  the  United S ta tes  began programs of exporting 
our agr icu l tura l  surplus t o  less-developed nations, and these 
became known a s  Public I a w  480 programs, and l a t e r ,  Food f o r  Peace. 
I n  1957 the a id  program entered a new phase -- the making of long- 
term, low-interest loans f o r  economic projects  overseas. A new 
agency, the Develdpment Loan Fund, was organized t o  administer 
the loan program. 

A s  the program emphasis changed, new agencies were created t o  
administer the operations. The economic programs were variously 
8dminis te red .b~ the Economic Cooperation Administration, the 
Technical Cooperation Administration, the  Mutual Security Agency, 
the Foreign Operations Administration, the  Internat ional  Cooper- 
a t ion  Administration, and the  Development Loan Fund. The Mil i tary 
Assistance Program w a s  car r ied  out by the  Department of Defense. 
The mil i ta ry  and economic aspects of these programs have been most 
recently coordinated by the  Department of S ta te  t o  serve our 
nat ional  i n t e r e s t s .  The s ingle name given t o  a l l  of these ac t iv i -  
t i e s  was the Mutual Security Program. 

The foreign a i d  programs have not been carr ied out without e r rors .  
They'have been administered through the sometimes cumbersome 
machinery of government, subject t o  complex leg is la t ion  and t o  
severe c r i t ic i sm which sometime$ paralyzed bold act ion during a 
swiftly-changing period of histdry. They were dependent on the 
e f f o r t s  of f a l l i b l e  human beings. It was an e f f o r t  t o  p r o f i t  
from the experience of these mistakes that formed the basis  f o r  
President Kennedy's request f o r  authori ty f o r  a thorough reorgan- 
izat ion of the foreign a i d  program. 

The New A I D  Program 

One year ago, new pr inc ip les  in the  American foreign a id  program 
were proposed by President Kennedy and the Congress enacted these 
i n to  the Foreign Assistance Act of 1961. These principles  recog- 
nized t h a t  the foreign a i d  process must be evolutionary, and t h a t  
time would be required t o  achieve the  improeements in  the  program 
which a r e  needed. Nevertheless, progress has already been made i n  
improving the foreign a i d  program. The new a i d  program s t resses  
f i ve  points: 

F i r s t ,  it recognizes t h a t  foreign a i d  can furnish only one of the  
ingredients needed f o r  development, i .e . , imported resources. 
Theee resources must be joined with those which can be furnished 
only by the  host country i f  it i s  t o  remain independent. Such 
necessari ly indigenous elements include top  leadership, sk i l l ed  
-power, a devoted and competent c i v i l  service, l oca l  labor and 

The new program recognizes t h a t  i n  many cases the developing 
countries have lagged behind in  mobilizing the elements they alone 
can furnish and t h a t  the usefulness of foreign a id  w i l l  be reduced 
or l o s t  unless these self-help measures a r e  taken. This places a 
challenge before the  host government t o  do i ts  par t  in  w h a t  must 
necessarily be a team e f fo r t .  Too often i n  the past  the pace of 
development has been spoken of i n  terms of the ava i l ab i l i t y  of 
external  cap i t a l  and sk i l l ed  advisors.  The new a i d  program, 
prof i t ing  from ac tua l  experience, recognizes t h a t  the pace of 
development i s  more often determined by the  success of the 
developing nations i n  mobilizing and providing the resources 
which can only come from t h e i r  own e f fo r t s .  

Second the new program emphasizes the need f o r  act ion by rec ip i -  -' 
ent  countries t o  base t h e i r  governmental and private  development 
e f fo r t s  on long-range planning with de f in i t e  goals and c l ea r  
p r io r i t i e s .  

This does not mean t h a t  foreign a i d  w i l l  be given only t o  those 
countries which adopt a planned economy in  the  soc i a l i s t  sense. 
m i t e  the contrary, one of the most important elements of a plan 
must be a s e r i e s  of measures designed t o  stimulate and support 
the growth of pr ivate  enterprise.  Other elements of sound 
planning include f u l l  assurance of the technical  and economic 
soundness of a l l  public works; a f u l l  consideration of the cumu- 
l a t i ve  e f fec t  of a l l  a c t i v i t i e s  upon the balance of payments, the  
government budget and the i n t e rna l  economy; and the development 
of appropriate government measures i n  the f i e l d s  of taxation, 
c r ed i t  and foreign exchange t o  of fse t  or control  these cumulative 
e f fec ts .  In addition planning must not neglect services such a s  
health and education which must be provided by government. 

Effective planning is  not a one-time event. It is  an ongoing 
process, and it can be done only through the development of 
permanent l oca l  i n s t i t u t i ons .  It should idea l ly  include the  
development of an a t t i t ude  throughout the ministr ies  of government 
on the  part of technicians and administrators which encourages a 
systematic approach t o  decision making, taking f u l l  account of 
the experience of the pas t  i n  determining the course of the  
future.  One of the prerequisi tes  f o r  planning i s  t o  co l l ec t  the 
data, s t a t i s t i c a l  and otherwise, which are  indispensable t o  such 
a systematic approach. 

It is  clear  t h a t  much time w i l l  be required t o  develop useful  
f i r s t -d ra f t  plans. But the process of laying the foundations f o r  
the ins t i tu t ions ,  processes and a t t i t udes  e s sen t i a l  t o  planning 
has already gotten underway in several  countries - i n  some cases 
with the help of spec ia l  s k i l l s  financed by the U.S. a id  programs. mat&ials, and a p rac t i ca l  plan t o  bring these &my fac to r s  

together and focus them upon sound a c t i v i t i e s .  A s  these e f fo r t s  achleve t h e i r  e f f ec t s ,  foreign a id  w i l l  be more 
4 effect ive and the pace of development w i l l  quicken. 



Third, the new Program w i l l  undertake advance commitments for  - 
loans - subject t o  appropriations - wherever such commitments a re  
essent ia l  t o  encourage host governments t o  take the d i f f i c u l t  
=t=lX t k i ~  iljks ; i i iLved ill U l l&l i~ i l lg  tl (ieveiopenz program. 

Advance commitments have been made t h i s  year only t o  three 
Pakistan, Nigeria and Tanganyika. This i s  not 
The long-range authority i s  designed t o  support 

long-range develoment plans. As the formulation of plans 
takes t h e ,  the use of advance commitments w i l l  grow gradually 
a s  opportunities fo r  encouragement of long-range develoment 
programs materialize. Congress has indicated i ts  support of 
long-range ~ m i t m e n t s  by enacting specif ic  provisions con- 
cerning i t s  use fo r  Development Lending. 

Fourth, the program s t resses  the need f o r  social  progress within 
the countries receiving U.S. aid. It recognizes tha t  a nation's 
a b i l i t y  t o  gwern  i t s e l f  and t o  real ize completely i t s  potent ia l  
depends en t i r e ly  upon the people of t ha t  nation, who must be pro- 
tected from exploi tat ion and abuse and share in  the p r o f i t s  of 
progress i f  the program is going t o  work. This process includes 
continued and expanded e f f o r t s  t o  bring education, heal th services 
and improved sources of cash income par t icu lar ly  t o  r u r a l  people; 
e f fo r t s  t o  bring housing, jobs and soc ia l  welfare services t o  the 
urban poor; and a variety of s teps t o  improve the d is t r ibut ion  of 
wealth in order t o  provide an incentive f o r  a l l  t o  work hard f o r  
economic development. The foreign a id  program i s  emphasizing 
a c t i v i t i e s  i n  education, health, agricul ture,  tax reform and other 
f i e ld s  which w i l l  encourage evolution towards a system in which 
all of the people have a greater  share i n  the future. 

Fif th,  the program recognizes t h a t  foreign a id  should increasingly 
become a cooperative e f f o r t  shared in  by the nations of the Free 
World and by internat ional  organizations, including the. United 
Nations. The increasing e f f o r t s  of other nations t o  help the 
underdeveloped countries i s  heartening evidence tha t  they a lso  
recognize t h i s  need. 

Today, the nations of Western Europe which we helped t o  revive 
through the Marshall Plan, together with Japan, Canada and others 
a re  contributing t o  the e f fo r t  of building up the l e s s  developed 
nations of the World. 

The United Sta tes  and most of these countries are members i n  the 
Organization f o r  Economic Cooperation and Development. The amount 
of public and private resources which these nations have put i n to  
l e s s  developed areas of the world--public and private--Increased 
almost 40% i n  the period of 1956-1960. During 1959 and 1960, the 

t o t a l  "flow of resources," public and private, from these countries 
was larger  than that from the United States .  

The AID prqgram is coordinat.ed with the loans made by the 
Internat ional  Bank f o r  Reconstruction and Development (IBRD), 
generally known a s  the "World Bank." Under the Bank's auspices, 
the United Sta tes  frequently par t ic ipa tes  in  projects  which are  
financed by a group of nations--called a "consortium." An example 
of such a project i s  the vast  development program cal led the 
Indue Waters Development Plan, which w i l l  a f f e c t  both India and 
Pakistan and be p a r t i a l l y  financed by them. Members of the 
consortiiun which w i l l  contribute a re  the United States ,  the 
United Kingdom, Germany, Australia, New Zealand and the World Bank. 

The principal  other internat ional  agencies with which A I D  coordinates 
the task of overseas developent  a re  the Internat ional  Development 
Association (IDA), a n  a f f i l i a t e  of the Wcrld h! which provides long- 
term loans t o  nations which cannot afford s t r i c t e r  terms; the In ter -  
American Developnent Bank (IDB), which special izes i n  Latin American 
long-term financing; the Internat ional  Finance Corporation ( IFC ) , 
which encourages productive private enterprise i n  i t s  member countries, 
part icularly i n  the less-developed areas, and the United Nations, 
which, through i t s  Expanded Technical Assistance Program and Special 
Fund, makes resources available f o r  development i n  many parts of the 
world. 

Throughout the past year, other industr ial ized countries have 
increased and improved t h e i r  d i r ec t  contributions fo r  economic 
development t o  the areas which need it. Support for  Pakistan's 
development plan was given in  a t o t a l  amount of $945 million by f ree  
world donors. Several European countries and Japan have increased 
t h e i r  pledges of a id  t o  l e s s  developed countries, and i n  a number 
of cases, donor countries were persuaded t o  make longer loans a t  
lower ra tes  of in teres t  than they had in  the past. Agency f o r  
Internat ional  Developent (AID) o f f i c i a l s  have encouraged t h i s  trend 
i n  joint  discussions with other nations and agencies. 

In  addition t o  these f ive  major substantive points of emphasis, 
tne new program contains a new geographic point of emphasis in the 
Alliance fo r  Progress. On March 13, 1961, President Kennedy 
proposed t o  the Congress t ha t  the United Sta tes  undertake a new, 
concentrated program of assistance t o  the Latin American countries. 
In  proposing t h i s  program, the Alliance f o r  Progress, the President 
suggested tha t  it become a foca l  point of a vas t  e f f o r t  t o  s a t i s fy  
the basic needs of the Latin American people fo r  homes, work and 
land, health and schools. 



The Alliance i s  composed of the United S ta tes  and 19  Latin ~mer ican  
countries which, a s  s t a t ed  i n  the Charter of Punta d e l  Este, a re  
united "in a common e f f o r t  t o  br ing t h e i r  people accelerated eC0- 
nomic progress and broader soc ia l  jus t ice  within the framework of 
personal d igni ty  and p o l i t i c a l  l iberty."  The developing countr ies  
of Latin America believe t h e i r  own resources w i l l  generate $80 
b i l l i on  equivalent of c a p i t a l  investment over ten  years f o r  t h e i r  
own economic end soc i a l  progress. It is estimated another $20 
b i l l i o n  a r e  required from f r e e  world sources t o  augment t h i s  
Decade of Development i n  the Americas. The United S ta tes  bas 
pledged t o  provide a major par t  of the $20 b i l l i o n  minimum, f r m  
private  as well a s  public funds, and more than $1 b i l l i o n  was 
provided i n  the  last 12 months. 

AID programs f o r  the  Latin American counfies a r e  administered 
within the framework of the Alliance. 

The work of improving the  old program t o  meet t he  new standards 
f o r  foreign a id  has been going forward since l a s t  October. The 
program f o r  the 1963 f i s c a l  year is based on individual country 
proposals which were forwarded by each of t he  75 overseas A I D  
missions, working under ins t ruc t ions  sent t o  them in  October, 1961. 
The Missions reviewed the  AID programs current ly being conducted 
in the countries overseas and submitted a comprehensive program f o r  
each country, s t a t i ng  the goals t o  be emphasized, ranking these 
goals  by p r i o r i t i e s  and estimating the money and manpower which 
would be needed t o  carry out the new progrsms. 

One r e s u l t  of t h i s  review of the  ex is t ing  programs %s been the 
elimination of numerous pro jec ts  which do not meet t he  new c r i t e r i a  
and w i l l  not contribute enough t o  the  kind of so l id  r e s u l t s  being 
sought. The review a l s o  determined tha t  supporting assis tance can 
be discontinued or reduced i n  a number of countries because of 
t h e i r  growing economic s trength.  These countries axe now able t o  
contract  f o r  loans, repayable i n  dol la rs ,  instead of being depend- 
en t  on grant assistance. 

The A I D  Organization 

The new organization which was created t o  handle t h i s  program i s  
the  Agency fo r  In te rna t iona l  Development (AID), an agency of the 
Department of State ,  headed by an Administrator with the  rank of 
Under Secretary of S ta te .  It provides cent ra l  au thor i ty  f o r  
d i rec t ion  of the  foreign a i d  operation in  place of the  past system 
in which authori ty was diffused among several  agencies. 

The Internat ional  Cooperation Administration (ICA), which adminis- 

Development Loan Fund (DLF), which bad provided long-term loans a t  
low in te res t  r a t e s ,  t o  form AID. In addition, cer ta in  funct iorp 
of the Export-Import ( M - 3 ~ )  Bank which include 'Cooley Loans, a 
device through which American businesses can ge t  loans in foreign 
currencies t o  conduct overseas operations, a r e  administered by t h e  
new agency. 

The Military Assistance Program remains, a s  in the  past, an 
operation of the Department of Defense, but is closely coordinatsd 
with the  Agency f o r  In te rna t iona l  Development. 

Before the creat ion of AID, a request f o r  economic assis tance fo r  a 
project in any given country overseas would be decided on its o m  
merits, frequently i n  Washington, without su f f i c i en t  consideration 
of how it f i t t e d  i n t o  other pro jec ts  of a d i f f e r en t  nature being 
carr ied on i n  the same nation, o r  i n  the  same part of the  world. 
It might have been decided a t  t he  Development Loan Fund, o r  a t  the 
International Cooperation Administration, or  a t  the  Export-Import 
Bank, depending on the type of financiilg it required. 

In the  new AID organization, t h i s  system has been replaced by the 
operations of four  bureaus--one f o r  Africa and Furope, another f o r  
the Near East and South A s i a ,  the  t h i r d  f o r  t he  Far East, and the  
fourth f o r  Latin America. Each one of these is headed by an 
Assistant Administrator with the  rank of Assis tant  Secretary of 
State ,  who is  responsible f o r  judging the  worth of projects  on a 
country-by-country basis ,  i n  terms of a long-range plan f o r  each 
country. To administer the  programs i n  each country, t he  Bureaus 
have all the functional au tho r i t i e s  which were formerly sca t te red  
among the  ICA, DLF and the  EX-IM Bank. In addition, each Regional 
Assistant Administrator is equipped with technical  spec i a l i s t s  
d i r ec t ly  under h i s  control.  The r e s u l t  i s  t h a t  each Regional 
Bureau is able t o  take d i r e c t  respons ib i l i ty  f o r  the programs in  
i ts  region and each Assistant Administrator bas author i ty  consonant 
with t h i s  respons ib i l i ty .  Reporting t o  t he  four Assis tant  Adminifl- 
t r a to r s  are the United S t a t e s  A I D  Missions o\-erseas i n  75 countries,  
which are par t  of the  United S ta tes  Embassy i n  each country. 

A I D  has a s t a f f  of about 15,000 employees, of whom 13,000 a re  
serving overseas and 2,000 in  the  United States .  It a l s o  employs 
about 2,000 people ind i rec t ly  under contracts.  

The agency began i ts new a c t i v i t i e s  on November 4, 1961, and is 
s t i l l  i n  the process of accomplishing the t r ans i t i on ,  both in 
organization and programming, from the  old system t o  the new. 
While the  key posi t ions have been f i l l e d ,  s t a f f  changes a r e  s t i l l  

te red  the program of grant  assistance, w a s  merged with the  
6 being made' 



Food f o r  Peace 

The new A I D  organization has been geared t o  handle overseas 
c ~ r a t i  nns of +he F w d  f o r  Peace program, p rov id in~  closer  in te -  
grat ion of the use of American surplus agr icu l tura l  products under 
P.L. 480 with economic and soc i a l  development objectives i n  re- 
c ipient  countries.  Improved coordination between AID,  the Depart- 
ment of Agriculture, and the Food f o r  Peace director  on the White 
House s t a f f  has resulted i n  making more effect ive use of a greater  
share of America's agr icu l tura l  abundance f o r  constructive purposes. 
Such food made available t o  A I D  by USDA i s  used i n  various ways. 
It i s  sold f o r  foreign currencies,  with the sales proceeds being 
used t o  support economic development, t o  strengthen the securi ty  
of the Free World, t o  support N b r i g h t  scholarship exchanges, t o  
provide loans t o  private firms, and fo r  a variety of expenses of 
the U.S. Government. Increasing amounts of P.L. 480 food are  being 
used i n  l i e u  of wages f o r  work on development projects.  For ex- 
ample, grants  of wheat financed construction of 1,200 schools and 
600 teachers '  residences i n  Morocco l a s t  f a l l .  In  addition sur- 
plus commodities are  donated t o  e l i g ib l e  United S ta tes  voluntary 
foreign a id  agencies and t o  intergovernmental organizations, such 
as  the United Nations, f o r  f ree  d i s t r ibu t ion  t o  the needy overseas 
Increased emphasis i s  being placed on school feeding and s imi la r  
i n s t i t u t i ona l  programs. 

Foreign Aid and the National Economy 

Can our own economy afford the foreign a id  program? 

Our economy can afford the  A I D  program and also stands t o  benefi t  
subs tan t ia l ly  from it. 

The more than $4.8 b i l l i o n  being requested f o r  foreign a i d  f o r  the 
f i s c a l  year  1963, including the Mil i tary Assistance Program, 
amounts t o  l e s s  than 1% of our Gross National Product. It i s  about 
4-112% of the  t o t a l  Federal budget, and it i s  one-twelfth of what 
we propose t o  spend i n  the comming year f o r  mil i tary defense. 

The economic aid funds being requested--including supporting 
assis tance programs t o  a id  the mi l i t a ry  e f for t s  of our a l l i e s - -  
a r e  only 2-112% of the t o t a l  budget. 

Expenditure of foreign a id  funds a l so  contributes t o  the domestic 
economy. An increasing amount of the foreign aid money i s  being 
and w i l l  be spent in the United S ta tes  in  order t o  minimize any 
harmful e f f ec t s  on the U.S. balance of payments. 

Foreign aLd funds therefore ind i rec t ly  paid the wages of between 
700,000 and 800,000 people in  the United States  producing goods 
needed f o r  the program. 

In  the long run the foreign a id  program w i l l  help develop our own 
nat ional  economy. Prosperous countries a re  the best  customers 
f o r  U.S. goods and the l e s s  developed nations of today are  a huge 
poten t ia l  market. 

Other U.S. Foreign Assistance Programs 

Not a par t  of the A I D  organization, but c losely re la ted  t o  i t  i n  
the task  of foreign aid,  a re  two other operations of the United 
States  Government: The Peace Corps and the Export-Import ( E X - h )  
-, 
The Peace Corps, a separate agency of the Department of S ta te ,  
provides American volunteer manpower t o  help f i l l  the gap which 
ex i s t s  between highly sk i l l ed  technical  experts and completely 
unskilled populations i n  many countries.  In  addition t o  being an 
instrument of economic development, it i s  a l so  a vast cu l tura l ,  
educational and soc ia l  undertaking which w i l l  give Americans and 
people of other  countries an opportunity t o  learn  about each other 
by l i v ing  and working together.  

The Ex-Im Bank makes loans repayable i n  do l la rs  f o r  the procurement 
of U.S. goods and services  needed overseas, f o r  projects  t ha t  
d i r ec t l y  earn o r  create income i n  the country of the borrower, f o r  
periods which have ranged from e ight  up t o  20 years.  A I D  avoids 
making loans which can be made by the Ex-Im Bank, and the Presi- 
dent of the Bank serves on a Development Loan Committee, of which 
the A I D  Administrator i s  the  chairman, t o  assure t ha t  A I D  financing 
f o r  an assis tance project  occurs only when it cannot be handled 
by the Bank. 

The Decade of Development 

These are  the elements of the new A I D  program and i t s  background. 
Succeeding portions of t h i s  presentation w i l l  s p e l l  out the program 
i n  de t a i l .  It i s  a program which helps t o  make possible the con- 
d i t ions  under which a growing world society of f ree  and independent 
nations can evolve. 

The A I D  program accounted f o r  12% of a l l  the materials,  other than 
mi l i t a ry  hardware, which the United S ta tes  exported i n  1961. 7 Revised March 21, 1962 
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THE FOREIGN ABGISTANCE PROGRAM FOR FY 1963 

To c a r r y  out the type of foreign economic and military assistance 
program defined in the preceding section of this presentation, the 
President is requesting the Congress for an appropriation of more 
than $4.8 billion for FY 1963. 

The legislation which authorized the creation of the Agency for 
International Development (AID) was passed in September, 1%1- 
M 1953 will be the first full year of the Agency's operation 
under the new principles which were incorporated in the legisla- 
tion of last year, and the foreign assistance program in FY 1%3 
vill be directed toward the achievement of thoee principles. 

Almost 70s of the more than $b.8 billion requested will be used 
for economic development and social progress under the Act for 
International Development and about 30s will be used for the Mili- 
tary Assistance Program under the International Peace and Security 
Act. This division of funds continues an increasing emphasis on 
economic aid and on loans for long-range development. 

The Economic and Social Propam: The 1952 Act for International 
Development 

The funds to Arrther economic and social progress will be used in 
a variety of ways, depending on the best method for meet- each 
situation. In all, the funds will be divided into nine categories, 
including the Alliance for Progress. 

The categories, and the request for each, are: 

Development 1endi.q: $1,250 million. 

Development Grants and Technical Cooperation: $335 million. 

The AYiance for Progress: $600 million for M 1953 out of 
a @ billion authorization to make loans and grants over the 
next four years. 

Supporting Assistance: $b81 million. 

Comtributions to International Organizations : $l49 million. 

For encouragement of private industrial investment overseas, 
through support of investment surveys: $5 million. 

Contingency Fund: $b00 million. 

(8) For administration of the program: $55 million for AID and 
$3.1million for Department of State. 

(9) Investment Guaranties : $100 million. 
Details on each of these categories are included in subsequent 
aeci;iov of this presentatlon. 

Development bans and Development Grants 

In enacting the Act for International Development, the Congress 
supported a shift from grants to long-term loans, repayable in 
dollars. This trend is continued in the proposed Aznaing program. 

The request for dollar repayable loans is $1,250 million, plus $510 
million in such loans for Iatin America under the Alliance for 
Progress. The loans will be used primarily to finance major in- 
vestment programs and will be concentrated in those countries 
ready to use such funas most effectively. 

An appropriation of $335 million for Development Grants will be 
used mostly in Asia and Africa and devoted primarily to the edu- 
cational needs of the emerging countries and the carrying out of 
demonstration and training techniques of the Point IV program in 
such fields as agriculture, public administration, industry, labor 
and health. 

Supporting Ass istance 

The need for Supporting Assistance, the economic aid required to 
support countries with heavy financial burdens, has declined in 
some countries. This type of assistance is still necessary for a 
declining number of countries to enable strategically placed 
nations to remain free, to prevent the disintegration of economies, 
to maintain access to U.S. military bases on other nations* soil, 
and to provide an alternative to complete dependence of certain 
nations on aid offered by the Sino-Soviet bloc. Wherever possible, 
this supporting aid, although justified for reasons other than 
economic development, will be given in a form which will further 
economic development. 

Contributions to International Organizations 

One of the principal emphases of the revised foreign assistance 
program is upon increasing assistance from Free World partners. 
As prt of this effort, g48.9 million is requested to strengthen 
11 international organizations or programs in which the U.S. par- 
ticipates with other nations in helping to stablize and expand 
the economic strength of the underdeveloped nations. Seven of 
these organizations are under U.N. auspices. In addition, the 



TEE FOREIGN ASSISTANCE PROGRAM FOR FY 1963 (Continued) 

United States w i l l  make contributions t o  the North Atlantic Treaty 
Organization Science Program, the Indus Water Fund i n  India and 
Pakistan, the Cammission f o r  Technical Cooperation i n  Africa and 
the  Asian Productivity Organization. 

Encouraging Private Investment 

The new AID program recognizes that the U.S. Government needs the 
help of U.S. private enterprise i n  building an economically sound 
world. To encourage t h i s  assistance, Congress has given AID the 
authority t o  make loans t o  private U.S. investors fo r  overseas 
projects and t o  insure them through the Investment Guaranty Pn>- 
gram against losses which might occur due t o  expropriation, war or  
against an inabi l i ty  t o  convert local  currency prof i t s  into dol- 
l a r s .  One hundred million dollars i s  requested t o  increase the  
reserves so that  the Guaranty Program can be expanded. 

As another method of encouraging private investors i n  exploring 
investment opportunities i n  the dweloping countriee, AID i s  
authorized t o  share the cost of f eas ib i l i ty  studies and $5 m i l -  
l i on  i s  requested t o  finance t h i s  program. 

Research Program 

The ent i re  AID effor t  w i l l  be more and more influenced by the re- 
s u l t s  of the Research Program which was f i r s t  authorized i n  the  
Act of 1961, and $20 million of Development Grant funds i s  
requested f o r  t h i s  purpose in FY 1963. Once the problems of the 
l e s s  dweloped nations have been identif ied by sc ient i f ic  invee- 
tigation, the Research Program can help establish pr ior i t ies  
f o r  the i r  solution. Research w i l l  a lso perfom an important 
coordinating function i n  rwiewing the findings of research ex- 
perts  on the scene i n  overseas countries and cross-checking the i r  
recommendations on pLans and techniques against others which m y  
have been t r i e d  i n  other parts  of the world. 

Ocean Freight and Excess Property 

Provision i s  made i n  FY 1963 fo r  the program of subsidizing trans- 
port of supplies collected by American voluntary agencies f o r  
people-to-people g i f t s  and the program fo r  use of U.S. excess 
property i n  AID overseas projects. The procurement, processing, 
warehousing and packaging of these g i f t s  a r e  a l l  paid fo r  by the 
voluntary agency involved. AID a lso  acquires U.S. surplus govern- 
ment property f o r  use overseas, where it w i l l  be f i t t e d  Into coun- 
t r y  programs t o  support vocational training, agriculture and 
construction. 

Contingency Fund 

In the administration of the world-wide program, the Contingency 
Fund provides a f lexible and valuable too l  t o  meet undefined or  
unpredictable si tuations which may a r i s e  upon the world scene. 
In the present r i e c s l  year, I a t in  America i s  the largeet regional 
recipient of contingency funds, absorbing $65 million of the $234 
million appropriated. Funds of t h i s  nature were a lso  used t h i s  
year t o  meet special s i tuations ar is ing from continued CoPmnuniet 
ef for ts  a t  insurrection i n  Vietnam and Iaosj t o  support Greek 
defense forces; t o  meet c r i t i c a l  f inancial  problem around the  
globe; and f o r  Cuban and other refugee programe. 

The request f o r  the  Contingency Fund f o r  FY 1963 i e  NO million. 

Administration 

The $55 million requested for adtnirdstrertive expenses of AID,  plus 
$3.1 million for administrative expenses of the Department of State, 
represents i n  t o t a l  l e s s  than 2% of the t o t a l  A I D  appropriation pro- 
posed. 

I a t i n  America - The Alllance f o r  Progress 

The Alliance fo r  Progress, the vast cooperative development 
effort ,  undertaken by the nations of the Western Eemiephere 
a t  the suggeetion of President Kennedy, has brought together the  
economic and socia l  resourcee of the United States and 19 com- 
t r i e s  for a special lCbyear assault  upon socia l  injust ice and 
economic deficiencies In I a t i n  America. The developing countriee 
of the area believe tha t  t h e i r  own resourcee w i l l  supply $&I bil-  
l ion  over the  next decade f o r  the i r  own progreee, and the United 
States has pledged t o  provide, from both governmental and private 
sources, the greater part  of another $20 bi l l ion  of external 
resources which w i l l  be needed t o  augment t h i s  effort.  

A rwiew of the  progress made toward meeting the objectivee of 
the Alliance and the proposed A I D  program f o r  M 1963 w i l l  be 
found i n  a subsequent section of t h i s  volume. 

Africa - The hergent  Nations 

Of  the $335 million requested fo r  Development Grant purposes, 
most wi l l  be used f o r  economic development i n  the continents of 
Africa and Asia, with the largest  part  going t o  Africa. 



THE FOREIGN ASSIS'11ANCE PROGRAM FOR FY 1963 (Continued) 

The past 10 years have seen the  rush t o  independence of many 
nations i n  t h i s  giant  continent -- a continent of extreme i l l i t e r -  
2~ c d  2cz.e-cty Tt. Fa here t h a t  netions ~ R C C  the l r  most elemen- 
t a ry  task  -- the  Quilding of a hunran and ins t i tu t ional  base f o r  
t h e  more comprehensive development eff 01% t h a t  v i l l  follow . 
The primsry needs, i n  many areas of Africa, a r e  those of education 
and technical  assistance -- t he  imparting of sk i l l s  needed f o r  the 
most rudimentary steps toward development. I n  some cases, work 
of t h i s  nature, done i n  the  past ,  has made long-term phnning possi- 
ble.  In Nigeria, f o r  example. the  United States has mde  a long- 
term commitment on t h e  basis of a sound program which is  based 
on reasonable goals and w i l l  be executed i n  relat ion t o  a defined 
s e t  of p r io r i t i e s .  But f o r  the  most part ,  the development of the  
new African nations is  s t i l l  i n  i ts  ea r l i e s t  stages. 

The Near %,at and South Asia 

In t h i s  a rea  of the  world, nations such as  India and Pakistan 
a r e  already carrying out comprehensiye, long-range programs. 
Others, such a s  I ran  and Turkey, a r e  putting into ef fec t  important 
economic and socia l  reforms and preparing more systematic and com- 
prehensive economic development program6 than they have undertaken 
previously . 
Pakistan provides a good example of how well-managed long-range 
development efforts  pay dividends. Since 1954 the  United Sta tes  
has been providing Pakistan with mil i tary assistance t o  strengthen 
i ts  minimMl essent ia l  forces. The country was unable t o  sustain 
these forces and meet the  minimum needs of i t s  people. Therefore, 
U.S. Supporting Assistance on a grant basis was necessary. Now 
tha t  Pakistan has embarked upon a broad development program, it is 
possible t o  provide the  economic assistance which Pakistan needs 
on a long-term, low in teres t  loan basis .  Supporting Assistance 
grants a re  thus being terminated. 

It is  s t i l l  essent ia l  f o r  the  United States t o  continue Develop 
ment Grant programs in the  N e a r  %st  and South Asia t o  a s s i s t  i n  
t h e  Fmproyement of the  human resources of the  countries, and s t i l l  
necessary t o  furnish Supporting Assistance, i n  conjunction with 
t h e  mil i tary a id  program, f o r  some countries of the  region. 

The Far %st  

The 330 million 
of the  Far East 

people who l i v e  i n  the  ll non-Communist nations 
have as  t h e i r  neighbor Communist China -- a 

nation capable of putting pressure on the  borders of most of 
them. With a few exceptions, most of these nations emerged A'om 
colonial ru le  a f t e r  World War 11. 

In consequence, it has been necessary t o  provide economic ass is t -  
ance t o  t h e  f r e e  countries of the  Far East which have urgent 
needs t o  support large defense forces, restore w a r  damage and 
prevent economic collapse. 

The cold war has dictated a ser ies  of "crash programs" of U.S. 
a id  t o  these nations i n  the  past,  marked by substantial  funds 
i n  the  ~orm' of grant Supporting Assistance. Uthcl:h the  *ID 
program i n  some of these countries i s  furnished primarily f o r  
the  purpose of supporting the  national economies so t h a t  they 
can bear the  defense burden, it w i l l ,  insofar a s  possible, take 
the  form of capi ta l  equipment and raw material Imports which, i n  
f ac t ,  contribute d i rec t ly  t o  economic growth. 

The M l i t a r y  Assistance Program: The International Peace and 
Security Act 

The Military Assistance Program is a logica l  extension of the  
U.S. defense budget and f i l l s  t he  gap between what our a l l i e s  
can do t o  defend themselves and what must be done a s  a m i n i m u m  
fo r  the  collective security of the  Free World. It supports t he  
ef for ts  of 40 independent nations t o  m i n t a i n  themselves against 
aggression through grants and sales of mil i tary equipment and 
through training where t h i s  is  required. Because some of the  
Free World countries, part icularly those i n  Western Europe, have 
become be t t e r  able t o  provide f o r  t h e i r  own defense, t he  FY 1$3 
request f o r  mil i tary assistance is  $100 million less  than the  
appropriation f o r  FY 1$2. 

The M l i t a r y  Assistance Program is designed t o  a s s i s t  i n  meeting 
the  threa t  of external aggression a s  well a s  internal  subversion. 
In addition, i n  many cases, the  mil i tary forces of Free World 
c o u t r i e s  make a d i r ec t  contribution t o  the  economic advancement 
of the  nation, not only by assuring protection from at tack so 
t h a t  t he  nation can go about i ts  economic work, but by part ici-  
p t i o n  of troops i n  economic ac t iv i t i e s .  



TaE FOREIGN ASSISTANCE PROGRAM FOR FY 1963 (continued) 

In Southeast Asia and the Far East the Military Assistance Pro- 
gram is of special importance as many of the countries of these 
areas face a carefully pLanned combination of subversion and out- 
right attack. In Korea an uneasy Armistice p.revails while the 
eneq continues to violate it by building new aFrfielAs and 
shipping jet aircraft into North Korea. In Taiwan, the Free World 
has one of the strongest bastion6 against coromunism in all of Asia. 

The Mllitary Assistance Program during FY 1963 will honor codt- 
ments to North Atlantic Treaty Organization (NATO) countries for 
training, maintenance and modification of equipment. However, our 
NATO pextnexs have reached the point at which grant aid is deem- 
ing sha~ply. 

In Iatin America, the Military Assistance Program will continue 
on a modest scale, helping to stem internal disturbances and 
improving defenses against potential external aggression. 

k n y  of the new governments in Africa lack the means for maintain- 
ing domestic order, and in FY 1963 the Military Assistance Pro- 
gram will continue to provide modest Bmounte of equipment and 
training to couitries which feel such assistance is essential.to 
training to military forces of countries which feel such assist- 
ance is essential to their continued independence, security and 
stability. 
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Under the  Foreign Assistance Act of 1961, Development Loam became 
the e c o n d c  assistance program's principal tool for  supporting 

s2.-+wL sf the zcvcloyed co.atr;ei;. kz 6ct;3-;tiee ifi 
prior years comprised a t  the i r  peak no more than about 255 of 
t o t a l  economic assistance programs. ~n FT 1963 they would consti- 
t u t e  almost 50s of the to ta l .  

~ u ~ n n a r y  of Ff 1961 Funding Request 

The Executive Branch requests the appropriation of $1,250 million 
f o r  Development Loans under Section 202(b), of the Foreign Assist- 
ance Act of 1961. Section 202(b) authorizes the appropriation 
beginning i n  FT 1963 of @, 500 million i n  Development Loans. In 
addition, $77.5 million is available f o r  appropriation from the 
unappropriated balance of the FY 1962 authorization. 'Pbus, 
authority exis ts  fo r  the appropriation i n  FY 1963 of $1,577.5 mil- 
l ion  f o r  Development Loans. 

When t h i s  authority was enacted it was contanplated by the Execu- 
t ive  Branch that it would be available fo r  use in  all of the l e s s  
developed countries of the Free World. However, the President i s  
proposing t h i s  year tha t  separate lending authority be available 
i n  FY 1963 f o r  the nations of Latin America i n  conjunction with 
the  Alliance fo r  Progress. Consequently, the f u l l  amount author- 
ized for eppropriation under Section 202(b) w i l l  not be required t o  
meet loan requirements i n  the Hear fist and South Asia, the Far 
East and Africa. This accounts f o r  an appropriation request which 
@ more than $300 Qillion l e s s  than existing authority. 

Because it is contemplated that  $510 million of the proposed Alli- 
ance fo r  Progress appropriation wi l l  be used for Development Loans 
i n  Latin America, the world-wide Development Loan request to ta l s  
$1,760 m i l l i o n  This compares with $1,900 million proposed fo r  
w 1963 last spring i n  connection with the Executive   ranch's re- 
quest fo r  long-term funding authority. Tbe estimate of world- 
wide loan requirements during the next f i s c a l  year has, therefore, 
fa l len  by about $140 million. 

The detailed basis fo r  t h i s  estimate is contained i n  regionel and 
country just if ications contained i n  subsequent volumes. 

Loan Cri ter ia  

Section 202(b) defines the purpose of Development Loans a s  being 
"to promote the  economic development of l e s s  developed friendly 
co&ries and areas, with emphasis upon assisting long-range pLans 

and programs designed t o  develop resources and increase productive 
capacities. " 

Development Loans may be made only where there are reasonable 
prospects or repayment. Additionally, the following c r i t e r i a  are  
taken in to  account before each Development Loan i s  made: 

Whether financing might be part ly or  completely obtained from 
other Free World sources on reasonable terms; 

'Phe economic and technical soundness of the proposed activity; 

Whether the project shows reasonable promise of contributing 
t o  the development of economic resources o r  an increase of 
production capacities of the country concerned; 

!!!he re le t icmhip ~f the actP.%ty t o  ether tie-felopieritital activ- 
i t i e s  and its contribution t o  long-range objectives; 

The extent t o  which the recipient country shows a responsive- 
ness t o  the economic, po l i t i ca l  and social  concerns of its 
people and determination t o  use effective self-help measures; 

m e  possible effects  of the proposed loan upon the  U.S. econ- 
omy with special reference t o  areas of labor surplus. 

Loan Term 

With the enactment of the Foreign Assistance Act of 1961, all prin- 
c ipal  and in teres t  on Development Loans became payable in dollars. 
The other terms on which Development Loam are offered a re  based 
primarily on a judgment of each recipient country's prospective 
capacity t o  service U.S. dollar obligations. 

Loan t e r n  have actually ranged from those normally required by 
the Ecport-Import Bank i n  connection with i t s  own project loans t o  
t e r n  approximating those of the Internationel Development Associa- 
tion, an adjunct of the World Bank. 'Phe former ordinar'ily charges 
5-3/45, frequently permits repayment i n  15 years and often offers 
a grace period of a few years. The l a t t e r  normally charges a 3/45 
credit  fee  and requires repsyment over 50 years, with a 10-year 
grace period. AID Development Loam, however, have yet  t o  exceed 
a maturity period. 

With respect .to private borrowers and government enterprises which 
survive on thei r  own revenues, a two-step repayment procedure has 
been devised which maintains a normal debt burden on the borrower 
without unduly straining the host country's balance of payments. 



DEVELOPMENT LOANS (continued) 

The New Approach to Development Lending 

President.Kennedyls proposals last spring for new legislation and 
reorganization of the foreign assistance programs were based on a 
set of new principles. These principles stressed the need to pro- 
vide all f o m  of economic assistance in a manner which would most 
effectively meet the needs of each country involved and the impor- 
tance of supporting long-range development programs. These two 
emphases have had important effects on the manner in which Devel- 
opment Loan funds are now being administered. 

The focus on individual country needs has had significant organi- 
zational and procedural results and it has in many imtances 
affected in an important way the uses for which loans are made 
avaihble . 
In prior years Development Loans were administered by a functional 
unit, the Development Loan Fund, on a project-by-project basis. 
The officers of the D m  had final authority for the approval of 
loans. They had authority over no other funds. Other assistance 
tools were administered by geographic and functional offices in 
ICA and in the Ex-Im Bank. 

In order to focus on the requirements peculiar to each country 
assisted, responsibility in AID has been centered in four new geo- 
graphic bureaus, as indicated elsewhere in this volume. This 
organizational arrangement permits the development of a consistent 
and comprehensive assessment of each nation's requirements and 
facilitates coordinated use of all available assistance tools to 
meet these requirements. 

In order to assure consistent application of lending policies and 
procedures and in order to assure that economic and technical 
standards on which loans must be administered are actually met, 
three organizational devices are being employed within AID. 

First, an Office of Development Financing has been established, 
headed by an Assistant Administrator, who is equivalent in rank to 
the heads of the Regional Bureaus. This office is responsible for 
the development of standards, policies and procedures applicable 
to all capital assistance, including all loans. The Office also 
reviews all loan proposals prepared in the Regional Bureaus to 
assure conformity with established requirements. It serves, in 
addition, as a focal point for a variety of other activities. It 
coordinates the loan program of AID with those of other institu- 
tions and agencies; it serves in many ways to attract private cap- 
ital to less developed countries, and to promote the mobilization 
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therein of local private capital; and, finally, it provides to the 
Bureaus such specialized economic and financial services as may be 
required. 

Second, an Office of Engineering has been established which devel- 
ops engineering policies and standards for use throughout the 
Agency, monitors engineering practices within the Regional Bureaus 
and provides such specialized engineering services as may be re- 
quired from time to time. 

An interagency Development Loan Committee has been established 
which reviews loans proposed by the Regional Bureaus of AID in 
accordance with procedures summarized below. The Committee is 
chaired by the Administrator of AID, and has as its members the 
President of the Ex-Im Bank of Washington, the Assistant Secretary 
of the Treasuy for International Affairs, the Assistant Secretary 
of State for Economic Affairs and the Assistant Administrator for 
Development Financing, the head of the office bearing that name. 

The country program approach has also affected the type of activi- 
ties which Development Loans support. This approach requires that 
Development Loans be flexibly administered so as to finance what- 
ever may be required to support development. It would be infeasi- 
ble, for example, to insist that all financing be for capital 
projects. In many instances development in a particular country 
is also dependent upon external financing for the raw materials 
and commodities needed to keep capital plant in operation and to 
produce investment items in local facilities. As a consequence, 
in those countries where sound long-term development programs exist, 
or where there is convincing evidence otherwise that available 
resources are well managed, AID considers financing general import 
programs as well as individual projects. 

Growth, furthermore, does not come about solely through the expan- 
sion of what may commonly be regarded as productive investments. 
It is recognized increasingly that many social development invest- 
ments which may have been regarded in the past as being relatively 
non-productive are often just as essential in obtaining a desired 
pace of growth as factories and electric power facilities. More- 
over, the purposes of the Act for International Development go 
beyond growth as measured in hard economic terms. Social develop- 
ment itself has a bearing on the capacity of nations to maintain 
their freedom and independence. Consequently, under the new 
Development Loan authority consideration is given to the financing 
of various kinds of social investments, such as for housing and 
education. 
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To date the  bulb: of such act iv i ty  has been confined t o  housing 
purposes i n  the Latin American region. AID continues t o  stimulate 
low-cost home construction there, not only through the t radi t ional  
zecnnicai assiszance means, UUT. aiso oy pruviciiw b a d  c t ip i id  for  
the establishment and strengthening of self-perpetuating financial 
ins t i tu t ions  of a savings and loan character. Eight such organi- 
zations are  now i n  existence i n  Latin America with t o t a l  AID financ- 
ing of $48 million. This seed capital  has helpedto create 
ins t i tu t ions  which w i l l  i n  time mobilize local  capital i n  even 
greater amounts t o  build homes for  those who save with the ins t i -  
t u t  ions . 
A second change i n  emphasis encourages the use of loan funds i n  
ways tha t  w i l l  encourage and support sound long-range development 
programs. This is accomplished in a variety of ways. The new pro 
gramming procedure adopted for  the Agency as a whole requires the 
establishment of long-range goals t o  which particular projects or 
programs financed by AID are directed. The second fac t  tha t  each 
proposal is assessed against the pr ior i ty  needs of a country and 
against a long-range projection of such requirements serves t o  
encourage the practices essential  t o  the sound use of resources 
over the  long run: the establishment of goals, the assessment of 
p r io r i t i e s ,  estimation of financing required and available from 
a l l  sources, and planning the part icular  measures required t o  
achieve the  end resul t .  

In addition, AID stands ready, with the Congressional endorsement 
embodied i n  Section 202(b) of the new Act, t o  extend, subject t o  
appropriation, commitments of funds beyond the current year for  
sound long-range development programs. The essential t e s t  fo r  
such commitments i s  tha t  there be convincing-evidence that  the 
recipient intends to,  has made a l l  the necessary preparations fo r  
and is capable of undertaking a sound long-range program. 

During the past year four long-range commitments have been entered. 
These were offered t o  countries whose planning act iv i t ies  antedated 
the enactment of the new legislat ion.  These conrmitments--to India, 
Pakistan, Nigeria, and Tanganyika--total more than $1, 700 million, 
of which more than $600 million i s  being made available f r o m  
FY 1962 appropriations. 

AID intends t o  continue the selectively prudent employment of the 
long-term commitment authority. Many nations are now in the proc- 
ess of developing long-range plans. Some wi l l  probably be ready 
fo r  examination and w i l l  be judged t o  be sound in FY 1963. Others 
wi l l  undoubtedly contain substantial defects and others wi l l  con- 
s t i t u t e  merely "paper" plans. Since AID regards a sound long-term 

plan as  a process which goes f a r  beyond the paper blueprint and 
includes the  measures and capabil i t ies fo r  actually carrying out 
a plan, the  t e s t  fo r  obtaining a long-range commitment is not met 
easi iy or quickiy. 

Loan Procedures 

The country progr;rannning procedure of AD also af fects  loan proce- 
dures. Financing is no longer made available on a f i r s t  come, 
f i r s t  serve basis, and governments are discouraged from making 
proposals directly t o  offices i n  Washingkon. Rather, the central  
point f o r  in i t i a t ing  action i s  the U.S. A I D  Mission overseas. 

After each f i e l d  mission has developed and has approved a s e t  of 
pr ior i ty  goale and targets fo r  AD assistance i n  the recipient 
colmt.ry, t.he Mission examines v i th  the local  government, the rela-  
tionship of part icular  financing proposals t o  these p r io r i t i e s .  
Once it is determined tha t  a proposal has a priori ty,  the Mission 
begins examination of the local  government's plans fo r  the  part ic-  
ular activity.  

Af%er the host government has prepared what can be regarded as a 
preliminary application, the Mission transmits it t o  the Assistant 
Administrator i n  charge of the  part icular  region, together with a 
preliminary appraisal and recommendation. Within the relevant 
Regional Bureau a project off icer  is assigned responsibility f o r  
the  preliminary examination of the loan application. He f i r s t  
attempts t o  determine whether other sources of financing a r e  avail- 
able. Among other things, he refers  the application to an AID- 
Ex-Im Bank Coordination Committee on which the Office of Develop- 
ment Financing represents AIB. If the Bank indicates a willingness 
t o  take the application under consideration it is transferred t o  
that  ins t i tu t ion promptly. Only i f  the Bank is unable t o  accept 
the proposal does AID'S consideration continue. 

If other financing appears t o  be unavailable and i f  the proposal 
seems t o  have merit, the project off icer  prepares a pre1bim.q 
review paper fo r  consideration by the  Assistant Administrator. 
5 t  o f f i c i a l  can, a t  this point, ei ther re jec t  the  application, 
seek further information before reaching a decision, o r  authorize 
tha t  the proposal be subjected t o  an intensive review lea- t o  
a specific proposal fo r  a loan. 

I f  the l a t t e r ,  the Assistant Administrator establishes a project 
committee consisting of a capital  project officer, an engineer, a 
lawyer, and other special ists  as warranted. The proposal would 
then be sent t o  an lntereaenw Develoment Loan Staff  Committee 
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consisting of s taf f  representatives of the parent loan committee. Financial and Mdnetary Problems. On the basis of advice from 
Necessary changes might then be made in the proposal as a result  these two bodies the Administrator subsequently decides ei ther 
of diacussione i n  the Staff Committee. The proposal is then sub- t o  authorize the loan or  not t o  do so. 
mitted t o  the f u l l  Development Loan C d t t e e ,  which provides such 
advlce t o  the Administrator as  it considers relevant. On the basis of the Administrator's authorization, the applicant 

is informed that a loan has been approved subject t o  specified 
After a proposal has passed through the Developent Loan Committee terms. Upon acceptance of the terms, a detailed formal loan 
it i s  referred t o  the National Advisory Committee on International agreement is  prepared, negotiated, and concluded. 



DEVELOPMENT GRANTS ANU 1ECHNICAL COOPERATION 

Although the development grant and technical cooperation program 
accounts f o r  a re la t ive ly  small proportion of the t o t a l  economic 
assistance provided by the United States, it meets a v i t a l  need 
of the developing nations. This par t  of the assistance program 
deals  d i r ec t ly  with the most important ingredient i n  the develop- 
ment process -- the a b i l i t i e s  and aspirat ions of human beings. 
Material resources and capi ta l ,  important as  they are,  cannot be 
u t i l i zed  ef fec t ive ly  unless there are suff icient  numbers of people 
with the s k i l l s  and capabi l i t ies  t o  plan, allocate and manage 
these re  sources. 

People, however, are not only a v i t a l  economic resource; they are  
a l so  the a rb i t e r s  of the success of the development process. It 
i s  they who determine the r e a l  goals of development and who pass 
f i n a l  J::m.ent as  t3 -&ether e r  not these goels are bei ra  achieved. 
I f  they do not  receive an equitable share of the benefi ts  of the 
development process, they w i l l  make no willing contribution t o  it. 
The r a t e  of social  progress is, therefore, an important determi- 
nant of the direct ion and r a t e  of economic growth. 

Scope of Development Grant Programs 

Mvelopment Grants are used t o  a s s i s t  the developing countries to: 

Improve the educational, technical,  and professional s k i l l s  
of t h e i r  people ; 

Improve and expand those in s t i t u t iona l  structures and prac- 
t i c e s  which contribute t o  economic and social development; 

Determine through surveys, research, and analysis the indige- 
nous, human and material resource base for  development; 

Formulate effect ive plans and programs directed toward feas- 
i b l e  development goals; and 

Provide f o r  the construction of physical f a c i l i t i e s  required 
f o r  the  development of human resources and, i n  exceptional 
cases, fo r  other basic f a c i l i t i e s  which are v i t a l l y  required 
fo r  economic growth. 

Cr i t e r i a  f o r  Development Grants 

Since available U.S. and host country resources are l M t e d  i n  
r e l a t ion  t o  exist ing requirements, it i s  necessary t o  al locate 
development grant funds with the  utmost care. Although almost any 

ac t iv i ty  of this kind when considered by i t s e l f  i s  "worthwhile," 
e f f o r t s  must be made t o  &etermine p r i o r i t i e s  a?d t o  d i r ec t  pro- 
grams t o  those needs which are most c r i t i c a l .  It i s  fo r  t h i s  
reason t h a t  the  Executive Branch requested Congress t o  include i n  
the Yoreign Assistance Act of 1961 a specif ic  l i s t  of c r i t e r i a  t o  
be taken in to  account i n  providing assistance under t h i s  appro- 
pr ia t ion  category. These c r i t e r i a  are : 

The extent t o  which the a c t i v i t y  gives reasonable promise .of 
contributing t o  the development of educational o r  other 'in- 
s t i t u t ions  and programs which promote economic o r  soc ia l  
progress; 

The extent t o  which the a c t i v i t y  i s  consistent w i t h  other 
development a c t i v i t i e s  being undertaken or  planned and con- 
t r ibutes  t o  real izable long-range development objectives; 

The economic and technical  soundness of the act ivi ty;  and 

The responsiveness of the recipient  country t o  the .v i t a l  
economic, p o l i t i c a l  and soc ia l  concerns of its people and 
the extent t o  which it demonstrates a clear  determination to 
take effect ive self-help measures, including a willingness 
t o  pay a f a i r  share of the cost  of jo in t  programs. 

I n  addition, consideration must be given t o  the possible adverse 
e f f ec t s  of proposed assistance upon the economy of the United 
s t a t e s ,  w i t h  special  reference t o  areas of substant ial  labor sur- 
plus and the internat ional  balance of payments posi t ion of the 
United States .  

The careful  application of these c r i t e r i a  w i l l  undoubtedly result 
i n  more effect ive u t i l i za t ion  of U.S. resources. The Agency, 
moreover, has supplemented these c r i t e r i a  with program guidance 
which has a s  i t s  objective a more purposeful concentration of as- 
sistance upon high p r i o r i t y  requirements. This guidance d i r ec t s  
a l l  US A I D  Missions t o  take in to  consideration the following fac- 
t o r s  in  t he i r  programming of U. S. assistance: 

(1) boes the ac t iv i ty  address a high p r io r i t y  goal i n  the coun- 
t r y ' s  own development plan or  program? I f  no plan .exists,  
does it contribute i n  a s ignif icant  way t o  a goal of obvious 
importance given the country's present stage of development7 

(2) What i s  the relat ionship of the  proposed ac t iv i ty  to other 
projects  or  programs? Uoes it have a s ignif icant  mult ipl ier  
e f f e c t  i n  relat ionship t o  other development ac t iv i t ies7  ~ o e s  
it remve serious obstacles t o  development i n  re la ted  f i e l d s  



or  sectors? Does it induce development i n  associated f i e l d s  
o r  sectors? Is it dependent upon prior ,  concurrent o r  fu-  
ture developments .in other f i e l d s  o r  sectors? 

Does the pa t te rn  of our assistance induce the recipient  go+ 
ernment t o  concentrate i t s  own resources on the highest 
p r io r i t y  goals, o r  does it diver t  re la t ive ly  scarce loca l  
resources (both material and human) in to  lower p r io r i t y  ac- 
t i v i t i e s ?  Have the long-range a s  well a s  the immediate re-  
sources requirements been f u l l y  assessed? 

Does assistance provided by the U.S. duplicate o r  compete 
with a i d  which i s  being o r  could be provided by fr iendly 
non-U.S. sources such as the United Nations (uN), In ter -  
nat ional  Bank f o r  Reconstruction and Development (-), 
and other non-bloc b i l a t e r a l  programs? Are there particu- 
lar types of assistance which these sources -- because of 
greater  p o l i t i c a l  acceptabil i ty,  ava i l ab i l i t y  of personnel 
with more relevant experience, o r  other reasons -- can 
provide b e t t e r  than the  United States? 

Does the form o r  magnitude of our assistance inh ib i t  the 
gradual acceptance of greater  responsibi l i ty by the host 
government and a complete phasing out of U.S. assistance 
within a reasonable period of time? Are a c t i v i t i e s  f o r  
which the United Sta tes  has provided assistance f o r  f i ve  
years o r  more achieving s igni f icant  r e su l t s  i n  t h i s  regard? 
I f  not, should we withdraw o r  in tens i fy  our assistance? 

Is the host government making a contribution t o  joint  act iv-  
i t i e s ,  both of personnel and f inancia l  resources, which i s  
commensurate t o  its capabil i t ies7 I f  not, does t h i s  indicate 
a lack of i n t e re s t  i n  the assistance being provided? Should 
U.S. assistance be continued under these circumstances? 

Emphases of Development Grant Programs 

During the past  year a l l  A I D  Missions have undertaken a compre- 
hensive review of t h e i r  programs i n  the l i g h t  of the c r i t e r i a  and 
guidance mentioned above. A s  a r e s u l t  of t h i s  review there has 
been a considerable re-direct ion of e f f o r t  toward high p r io r i t y  
programs i n  the following f i e ld s :  education and the development 
of human resources, agricul ture and r u r a l  development, public 
administration, development planning, industry, transportation and 
communication, health and sanitat ion,  land reform, housing, and 
labor programs. 

Requirements fo r  FY 1963 

The FY 1963 development grant authorization and appropriation 
request is f o r  $341 million, including an estimated $6 million 
of unobligated balances from pr ior  years. The request fo r  new 
obligational authori ty is  about 13$ higher than the amount 
appropriated l a s t  year. The la rges t  portion of t h i s  increase 
resul t s  from the establishment of new programs i n  Africa and 
the expansion of programs in  t h i s  region which were in i t i a t ed  
i n  FY 1961 and 1962. 

Several countries have reached a stage of development a t  which 
they no longer need U.S. development grant programs i n  FY 1963. 
These include Spain, Greece, and I s r ae l .  In Lebanon only one 
s m a l l  project w i l l  be continued i n  FY 1963 and t h i s  w i l l  be 
completed during tha t  year. 

The breakdown of requirements by region i s  as  follows: 

Estimated FY 1962 Program 
(millions of $) 

Africa/Europe 99,085 
Near ~ a s t / s o ~ t h  Asia 63,530 
Far East 69,580 
Latin America 20,160 
Inter-Regional and 
Non-Regional 46,945 

* Authorization and appropriation requested under the Alliance 
for  Progress. 

The largest  proportion of the increased amount requested fo r  the 
Africa region w i l l  be u t i l i zed  i n  Liberia, Nigeria and Tunisia. 
The t o t a l  number of African countries expected t o  receive 
development grants i n  FY 1963 is 23. No development grant programs 
are  proposed fo r  Europe. 

In  the Far East the la rges t  development grant allotments a re  il- 
lus t ra t ive ly  programmed f o r  Thailand, Vietnam, Cambodia and Indo- 
nesia. O f  the eight  Far Eastern countries receiving development 
grant assistance, four programs are  smaller i n  FY 1963 than i n  
E'Y 1962. One remains the same and three (~urma, Philippines and 
Vietnam) are  larger  than i n  FY 1962. 



'The 13 nations i n  the Near ~ a s t / ~ o u t h  Asia area, a regional pro- 
gram and a program under the auspices of CENT0 receiving Develop- 
ment grants i n  FY 1963 w i l l  require approximately $14.5 million 
mnr- f o r  +.his ?l!?pnsn t h m  the  mount, nh! !&ed i r ?  FY 1962 The 
l a rges t  increase requested, t h a t  f o r  Afghanistan, r e su l t s  p r i -  
marily from transferr ing t o  the development grant category several 
projects  financed l a s t  year from supporting assistance funds. In 
two NESA countries ( ~ r e e c e  and ~ s r a e l ) ,  development grant programs 
are  being eliminated i n  FY 1963. In four more, a id  levels  t h i s  
year are l e s s  than l a s t  year. Two re la t ive ly  new programs are  
get t ing under way -- Cyprus and Syria. The programs i n  the four 
remaining countries -- Pakistan, Turkey, Egypt, and Nepal -- w i l l  
be somewhat larger  than i n  FY 1962. 

The funds requested fo r  interregional and non-regional programs 
are $15.6 million higher t h i s  year than l a s t .  This increase i s  
largely accounted fo r  by additional requirements of the Research 
Program ($6 million i n  FY 1962; $20 million in  FT 1963) and a 
newly act ivated civic action program fo r  which $10 million i s  
proposed in  FY 1963. 

Interregional  and Other Expenses 

The Interregional program, fo r  which a t o t a l  of $30 million i n  
Development Grant funds i s  being requested i n  FY 1963, provides 
support on a world-wide basis  fo r  program as  distinguished from 
administrative ac t iv i t i e s  of the Agency. It covers expenses 
mainly i n  the  United States ,  which would be impracticable from an 
accounting o r  other standpoint t o  fund on a country or  regional 
bas is .  

Act iv i t ies  f a l l  generally i n to  f ive  broad categories: Part icipant  
Support, Research, Technical Consultation and Support, Overseas 
Personnel Program, Program Support (Department of S ta te  ) and USRO 
S ta f f .  The f i r s t  two are  carr ied out by A I D  Washington personnel 
or  the s t a f f s  of the part icipat ing agencies or  through special  
contractual o r  other arrangements. The Overseas Personnel Program 
i s  concerned principal ly with t raining designed t o  improve the 
performance of overseas technicians. Program Support pays f o r  the 
medical, comunications, custodial,  f i s c a l  and other services sup- 
p l ied  t o  A I D  program personnel by the Department of S ta te .  The 
USRO Staff  deals  with matters concerning the  Organization fo r  Eco- 
nomic Cooperation and Development ~OECD)  

($4 mil l ion);  ocean f re ight  costs of shipment of supplies donated 
t o  voluntary agencies ($3.2 mil l ion);  expenses of the Office of 
the Inspector General ($200,000); funds for  the  construction of 
s-h-mls f o r  t h e  d e y n A - ~ + s  qf ATD qvprcpns nvplqypps ($1 - 5    ill inn); 
and general technical services re la ted  t o  soc ia l  development ($1.3 
mil l ion) .  This category a l so  includes an amount -of $10 million 
t o  finance the costs of c iv ic  act ion projects  t o  be car r ied  out by 
the loca l  Armed Forces in  selected countries. 

The Request for  No-Year Funds 

,It i s  requested t h a t  the funds authorized and appropriated f o r  
development grant programs i n  FY 1963 be available u n t i l  expended. 
This request i s  based upon experience which indicates t h a t  appro- 
priat ions available on a f i s c a l  year bas is  f o r  development grant 
programs have several major disadvantages. The system of single- 
year appropriations used fo r  grant funds i n  past  years has placed 
pressure on AID personnel t o  en ter  i n to  hasty obligations of funds 
p r io r  t o  the end of the f i s c a l  year or  face the lo s s  of the funds, 
with future funding in  the subsequent f i s c a l  year being uncertain. 
The avai lab i l i ty  of no-year funds would substant ial ly lessen the 
variety of pressures which a r i s e  a t  the end of a f i s c a l  year t o  
accept lower standards than otherwise would be the case. 

Equally important, the ava i l ab i l i t y  of no-par  funds w i l l  help 
t o  minimize the troublesome problem of pas t  years with respect to 
annual country a id  leve ls .  The amount a country received i n  pr ior  
years frequently was considered t o  be an indication of require- 
m n t s  i n  the current year and the  p r io r  pat tern of funding en- 
couraged many countries t o  argue t h a t  an increase or  decrease i n  
a i d  was an indication of U.S. favor or  disfavor. Availabi l i ty 
of no-year funding would reduce the significance of the a id  leve l  
i n  any par t icu lar  year and should a s s i s t ,  therefore, i n  securing 
more ef fec t ive  use of funds. 

Finally, since the obligation of funds depends upon host  country 
agreement, the June 30 deadline can often ar r ive  i n  the middle of 
negotiations w i t h  the host country, a t  a time when the  country 
f e e l s  the United States  i s  committed t o  the project  concerned but 
too l a t e  t o  include a request f o r  new funds f o r  the project  in 
the presentation. No-year funds are thus essent ia l  t o  enable A I D  
t o  engage i n  careful  negotiations i n  good f a i t h  with the host 
country. 

Included a lso  i n  the Development Grant appropriation request a re  
funds fo r  a group of non-regional programs fo r  which funding i s  
not provided in  e i ther  the country or  the Interregional programs. 
These include : Assistance t o  American-sponsored schools abroad 19 



The Alliance for  Progress announced by President Kennedy i n  March 
1961 is a unified and cooperative development ef for t  of the coun- 
t r i e s  of the Western Hemisphere. In the United States it brings 
together the varipus elements of U.S. economic and socia l  policy 
toward Xatin America. It consolidates ea r l i e r  expression of con- 
gressional and executive action includ'ing the I a t i n  America and 
Chile Development and Reconstruction Assistance Act (P.L. 86-735) 
and the signing of the h is tor ic  Act of Bogota which s e t  the 
American nations on the road t o  progress. A t  the same time the 
Alliance offers an instrument f o r  a decade of constructive action 
in the hemisphere. 

Various U.S. Government agency programs -- along with those of 
others -- contribute t o  the  Alliance. The Agency fo r  Inter- 
national Development (AID) i s  requesting authority under the 
Foreign Assistance Act t o  laake loans and grants f o r  development 
purposes over the next four years. The t o t a l  mount tha t  the 
~~ - 

Congress is requested t o  authorize a s  a part  of the U a n c e  fo r  
Progress f o r  the four-year period i s  $3 bil l ion.  This amount 
w i l l  be supplemented by Export-Import Ehnk loans and Food f o r  
Peace programs i n  order t o  meet the objectives of the Alliance. 

kckground of the Alliance 

Latin America is a region of great diversity, made up of twenty 
independent nations and a sprinkling of dependent colonial 
t e r r i to r i e s ;  each has i t s  own history, cultural  and po l i t i ca l  
t radit ions,  and dis t inct  economic structure. Beneath t h i s  
diversity, however, are problems common t o  most of the area: 
problems of social  unrest, of pwer ty  and disease, of wide dis- 
pari ty in income and opportunity. In many I a t i n  American coun- 
t r i e s  only a t iny  minority controls most of the arable Land, 
receives a satisfactory education, and holds the reins of pol i t i -  
c a l  power. k g e  masses of farmers and farm workers, frequently 
of Indian origin or  culture, ei ther continue t o  l ive  a t  a sub- 
sistence level  or migrate t o  the already overcrowded c i t i e s  i n  
search of employment. 'Ibe economies of these countries f o r  the 
most part are  not growing rapidly enough t o  provide employment or  
t o  keep pace w i t h  the explosive population increase tha t  i s  char- 
a c t e r i s t i c  of the region. 

With these conditions a s  a background, a po l i t i ca l  struggle i s  i n  
progress between the opposing ideologies of communism and the 
Free World. C o d s m  and its regional offspring, Castroism, 
f ind a basis f o r  agitat ion i n  the growing discontent of the Iatin 
American underprivileged classes. The wesltw Landowner, 

industrial ist ,  or  other member of the ruling class i s  an easy tar- 
get, as i s  the foreign investor o r  employer. The Mardst doc- 
t r ines  of class warfare and exploitation are  ready symbols with 
which t o  explain the dilemma of a world which appears t o  offer  
riches t o  the fkaves" while denying them t o  the bve-no t s .  " 
Nevertheless, there is a growing body of progressive thinkers and 
leaders i n  Iatin America who recognize the  inequities and weak- 
nesses of the economic and social  structure of the i r  respective 
countries. These men have already started working f o r  reforms 
and for constructive measures that w i l l  help the i r  countries 
towards self-sustaining growth under freedom rather than tyranny. 
They believe tha t  the only al ternative t o  violent revolution i n  
most I a t i n  American countries i s  a rapid evolution toward sound 
economic and social  goals. But such evolution i s  a race against 
time, because the explosive forces are building up. 

Objectives 

I n  August 1961 the American nations met t o  discuss the shape of 
the cooperative effort  t o  develop the hemisphere. This meeting 
culminated i n  the signing of the Charter of Punta del  Este. !This 
meeting not only established achievement goals, but it also  estab- 
lished a framework of cooperation. 

Among the most important goals of the Alliance fo r  Progress, as  
contained i n  the Charter of Punta del  Este, are  the following: 

To achieve sustained growth of per capita income and self-  
sustained economic growth of not less  than 2.5$ per capita 
per year; 

To achieve more equitable distr ibution of national income 
and a higher proportion of the national produce devoted t o  
investment while maintaining stable price levels; 

To achieve economic diversification, involving reduction of 
dependence on exports of primary products, and stabil ization 
of export earnings; and t o  ra ise  agricultural  productivity 
as  well a s  encourage agrarian reform; 

To eliminate adult i l l i t e racy  and by 1 9 0  t o  assure access 
t o  a t  l eas t  s i x  years of primary education fo r  each school- 
age child; 

To improve health conditions, including the increase of l i f e  
expectancy by a minimum of f ive  years; 

To increase low- cost housing construction; 



ALLIANCE FOR PROGRES (continued) 

(7 ) To strengthen existing arrangements f o r  economic integration. 

What Has Been Done 

In t h e  f i r s t  year of operation under the Alliance f o r  Progress, 
many measures were in i t i a t ed  by I e t i n  American nations i n  such 
f i e l d s  a s  t a x  reform, land reform, labor Lsws, economic s t ab i l i -  
zation, and national  planning t o  make more effective use of avail- 
able resources. The record varies considerably from country t o  
country, yet  every country responded i n  some degree t o  the high 
principles enunciated a t  Bogota and Punta d e l  Este. Efany of these 
reforms and self-help measures were in i t i a t ed  with great d i f f i -  
culty, and other hoped-for actions were not accomplished. In  some 
countries the  combination of buil t - in resistance from ruling o l i -  
garchies and act ive opposition of Castro sympathizers have result-  
ed i n  w e n  more d i f f i c d t i e s  than anticipated. 

The d i f f i c u l t  and time-consuming work of building and s taf f ing  
competent planning departments and producing meaningful devel- 
opment plans has begun. During the f i r s t  year of the  Alliance, 
four countries have completed such plans or major sections of them. 
The Organization of American Ste,tes ( w), the Economic Commission 
f o r  I a t i n  America (ECLA), and the Inter-American Development Bank 
(IADB), as well  a s  others, a r e  providing technical assistance in 
planning t o  those countries tha t  requested it. 

I n  the f i r s t  year of the  Alliance, commitments of U.S. public 
fuhds exceeded $1 b i l l i o n  in various forms of economic a i d  includ- 
ing Export-Import Bank loans, Food fo r  Peace programs, loans and 
grants from AID and assistance from the Social Progress !bust 
Fund, U.S. funds which are  administered by the  IADB. 

I n  the soc ia l  development f i e ld ,  the htin Americans have placed 
heavy rel iance on the  ZADB. The Bank has several funds which it 
uses f o r  lending f o r  d w e l o p e n t  in I a t i n  America. OP major 
in t e re s t  is  t h e  Social Progress Trust Fund -- U.S. funds adminis- 
te red  by a sk i l l ed  s t a f f  drawn from the  ent i re  hemisphere t o  
achieve soc ia l  and economic bprovement in Iatin America. The 
Social  Progress Trust Fund has primary responsibility f o r  develop- 
ment projects  i n  rural  l iv ing  and land use, public housing, and 
water supply and sewage, and numerous bans i n  these f i e l d s  have 
been approved. For elcample, a loan of $22.8 million w i l l  help 
finance the  construction of 32,500 housing units  f o r  low-income 
families throughout Peru over the  next few years. This program 
w i l l  be a broad a t tack  on the housing problem i n  Peru, and in- 
volves the  use of self-help construction methods, private 

construction companies, and se.vings and loan associations. In  
Venezuela, a water works program i s  being financed by a $20 mil- 
l i on  loan. This loan w i l l  help provide water supply systems in 
365 towns ana smaii c l t l e s ,  benefiting more than 700,OOO people, 
i n  a s ignfficant  e f fo r t  t o  improve the  l o t  of the  connnon people 
i n  the countryside. 

Funds appropriated in  the spring of 1961 under the Act for  
Latin American.Deve1opment and Chilean Reconstruction were used 
by AID t o  help several nations rea l ize  important developmental 

o a b  i n  education, health and public administration. A grant of b ,n0,000, supplementing t h e i r  own resources, enabled Colombia 
t o  make a beginning on a long-term project which has the ult-te 
goal of providing f ive  years of education t o  wery  child of 
school age. 

After several  months of search fo r  the best leadership person- 
nel,  the reorganization of the  Iatin American Wrreau of AID was 
put in to  effect .  The establishment of the  new agency along 
regional l ines  has given new impetus to the  Alliance an8 should 
make U.S. a i d  in t h i s  hemisphere more effective. An important 
feature of t h e  reorganization was the appointment of a Coordi- 
nator f o r  the Alliance f o r  Progress with responsibi l i ty fo r  
bringing together the various components of the assistance pro- 
gram- 

Problans We Face 

After nearly one year of the  Alliance f o r  Progress, we recognize 
t h a t  the  road ahead i s  s t i l l  a d i f f i c u l t  one. We expect more and 
greater  self-help actions from the I a t i n  American nations, but 
such measures must not be mere paper actions. They must be genu- 
ine reforms which w i l l  pave the way f o r  soc ia l  and economic 
progress. 

It is apparent t h a t  i n  some instances the very concept of se l f -  
help and reform has l ed  t o  overgeneralization and misinterpreta- 
t ion,  and, therefore, requires clarif icat ion.  Certain reform 
measures, which might be considered a s  self-help, may be wrongly 
emphasized: fo r  example, e f for ts  t o  r a i se  reasonable t ax  ra tes  
could resul t  i n  increased evasion, whereas concentration on good 
administration and enforcement m y  be more effect ive in increas- 
ing t ax  yields and appropriate d is t r ibut ion  of the t ax  burden. 
Other overly ambitious self-help measures, especially those i n  
the f i e l d  of soc ia l  leg is la t ion ,  may ignore economic r ea l i ty  and 
impose burdens which the governments cannot a t  t h i s  time afford 
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or may tend to discourage the confidence needed to stimulate and 
expand private investment. Reform undertaken Without sufficient 
preparation can result in the overthrow of a progressive adMnis- 
tration. It is essential, therefore, that the Alliance partners 
be urged to identify genuine self-help needs in term of long- 
range objectives and practical realities. Nevertheless, the pace 
of self-help and internal reform muat be rapid enough to provide 
hope and concrete gain for the underprivileged. It is to assist 
in the flUiUment of this objective that the Alliance for 
Progress was formed. 

Proposed AID Programs 

If the Iatin American countries are persuaded to make falcreaching 
changes in their economic and social structure, overcoming the 
resistance of traditionalist elements, they must be assured of con- 
tinued long-range support from the United States. For this, we 
are here requesting authority to make loam and grants for devel- 
opment within a $3 billion authorization for the next four years. 
The multi-year authorization will provlde tangible evidence of 
U.S. assistance over the long term. The authorization supple- 
mented by assistance from the Export-Import Bank, and Food for 
Peace programs, plus other sources, will be employed to promote 
development called for at the Punta del Este Conference and 
assist in working towards the objectives of the Alliance for 
Progress. 

For the purpose outlined above, an authorization of $600 million 
in new obligational authority is being requested. The program for 
FY 1963 is proposed as being $610 million, because it is presently 
projected that $10 million will be available from previous appro- 
priations. It is estimated that the $600 million of new funds 
requested would be used as follows: $510 million for loans and 
$90 million for grants. Both lending and grant funds will be 
used to help countries progress towards dwelopment. Although in 
some cases growth will be dependent upon economic stability and 
we will have to give assistance for such purposes, the funds 
appropriated will be channeled into such constructive uses as the 
financing of feasibility studies, the dwelopment of h m n  re- 
sources through programs of education and training, and the 
financing of projects in major developmental sectors. 

This category of economic aid is primP.rily designed to promote 
vital U.S. national security and foreign policy objectives in 
selected countries. Supporting Assistance, to be provided largely 
on a grant basis, is proposed only in situations where development 
assistance would be inappropriate, became of a failure to meet 
development criteria, but where U.S. interests require substan- 
tial assistance. To provide this form of aid to 15 countries and 
a program under CENT0 auspices, programs totaling $497 million are 
proposed for FY 1963, of which $481.5 million would be financed 
f m m  new 'obligational authority and $15.5 million from reappro- 
priated funds. 

Programs of Supporting Assistance are designed to serve one or 
more of four objectives. 

Assistance for the Common Pefense 

About 75s ($374 million) of the proposed program of $497 million 
is designed primarily to enable countries on the periphery of the 
Sino-Sovlet empire to continue to participate in the common 
defense by maintaining strong military forces to discourage ex- 
ternal aggression, contribute to regional def ense and malntain 
internal security. 

Under the new U.S. approach to foreign aid, increased emphasis has 
been placed on working with these countries.t.0 achieve economic 
growth. As lwels of economic activity rise, their governments 
are then able to finance the local costs of defense budgets from 
domestic rwenues and, where appropriate, local currency proceeds 
of the sales of U.S. surplus agricultural commodities. As one 
result of continuing favorable developments, it is planned to 
terminate Supporting Assistance at the end of FY 1962 for four 
countries along the southern border of the Soviet bloc. Ehrring 
presently unanticipated changes in the economic and military 
situation, these countries are expected to bear their o m  local 
defense costs. 

There remain, however, five countries which are attempting to cope 
with Insurrection and subversion of such magnitude and where re- 
sources are so slim that continued provision of special grant aid 
is imperative. 

A more complete discussion of the proposed program for FY 1963 
will be found in the statement on the Alliance for Progress in 
Volume 11. 



SUF'PORflXNG ASSISTANCE ( Continued) 

bhintaining Access t o  U.S. Bases 

I n  certain countries, U.S. a i r  and naval force8 presently are 
- , L , 7 > m > w -  I.,.,-,... - - - - a = - - - - =  
....,LA,,ue, --=P UUDLUCL cu hi& imporbant, now and a t  l eas t  fo r  
the next several years, fo r  our defense. The existence of such 
bases in these countries exposes them t o  possible Soviet r e taua-  
tion. In some cases, they profess neutrality and thus f e e l  
ent i t led  t o  special  compensation fo r  the r isks  brought about by 
the presence of U.S. bases. 

To guarantee U.S. forces continued access t o  these bases, it hss 
been necessary for  the k i t e d  States ei ther t o  make specific com- 
mitments of assistance as part of the Baserights Agreement or  
otherwise make clear that  assistance w i l l  be forthcoming. 

Countries i n  th i s  category, all of which are underdweleped, -re- 
quire a t o t a l  of $36.5 million of Supporting Assistance fo r  
FY 1963 (approximately 7% of the t o t a l  request). 

Other forms of U.S. assistance, particularly sales of surplus 
agricultural  commodities under the Food fo r  Peace program and 
Dwelopment bans, are available t o  these countries as they are  
able t o  meet the  c r i t e r i a  for  such assistance. 

h in ta in ing  Economic Stabil i ty 

Supporting Assistance programs totaling $45 million (9% of the 
t o t a l  estimate) are  proposed for three countries to  help maintain 
the i r  economic l i f e  with some semblance of order. They would be 
faced with the  dis t inct  possibility of economic disintegration 
were such a id  not available. Their d i f f icul t ies  stem from recent 
ruptures of external pol i t ica l  and financial relations, internal 
ins tabi l i ty  coupled in some instances with administrative incom- 
petence and maladministration, and adverse trends i n  world markets. 
For each of these s ta tes ,  the only l lkely alternative t o  continued 
U.S. support is increased unrest and pol i t ica l  chaos, affecting 
not only the  inhabitants of the s t a te  concerned, but the  peace and 
s tab i l i ty  of the  surrounding states.  

Since the primary problem of these countries i s  the maintenance of 
minimum l w e l s  of economic activity and of essential government 
services, Supporting Assistance w i l l  be largely used t o  finance 
imports fo r  consumption and budget support. 

Supporting Assistance for  these countries i s  essentially a matter 
of dealing with c r i t i c a l  situations and using time thus gained t o  
stimulate a serious attack t o  basic problems. 

Alternative t o  Complete Dependence on the Sino-Soviet Bloc 

In another gmup of countries, the primary U.B. oh j e r t l v ~  ie t . ~  
prevent the absorption of weak natiom into  the bmmnist bloc 
through growing economic dependence. Some $41.5 million (8% of 
the  t o t a l  request) is needed fo r  these countries fo r  FY 1963. 

The governments of certain of these countries have been attempt- 
ing t o  pursue neutral or iqdependent policies, eschewing close 
po l i t i ca l  association with ei ther of the great power blocs. They 
aspire t o  higher standards of living, but they have not yet  u n d e ~  
taken sustained efforts  t o  modernize the* economic U f e  a t  th i s  
time. They are  receiving a id  on a t t ract ive  t e r n  from the Saviet 
Union and Communist China. !bey have been offered advantageous 
trade agreements as well as substantial financing fo r  projects 
such as roads, factories,  and other highly visible enterprises. 
Acceptance of such offers leads to the introduction of S w i e t  
technicians, wldening contacts w i t h  the Sino-Soviet bloc, de- 
pendence on it for foreign markets and possibly t o  complete 
dependerice . 
The United States i s  not attempting t o  outbid the thnmmist 
offers. We a.re attempting, howwer, to provide a id  f o r  useful 
projects t o  which the countries are particularly attached. Our 
object i s  t o  demonstrate our interest  in making a constructive 
contribution t o  the i r  progress and t o  provide an alternative t o  
exclusive reliance on Sino-Soviet aid. 

It is the intent of the  AID that  Supporting Assistance program 
decline steadily and significantly in future years. The primary 
objective is t o  s h i f t  a id  toward a deyelopment basis, t o  subject 
it increasingly t o  sound economic and technical cr i ter ia ,  and t o  
adjust i ts contribution t o  f r u i t f u l  econolnic and social  develop- 
ment. 

I n  countries where it i s  proposed t o  continue Supporting Assist- 
ance i n  M l s 3 ,  A I D  will endeavor t o  encourage host governments 
t o  use it for  meeting basic social  and economic problems, and t o  
consider t h i s  a id  as a resource with which t o  buy the time re- 
quired fo r  mounting and implementing sound development plane. 



CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 
PROPOSED F. Y. 1963 PROGRAM 

Total A. I. D. Program 
$3,311 MILLION * 

Total Contributions.. . $148.9 Million 

NATO U.N. 1.AE.A. Commission WHO, 
SCIENCE EMERGENCY for Tech. Asian Prod.Org. 

FORCE Cooperatian 
in Africa 

* ~xcludes Investment Guamniees issued, estimated to ioial $350 million against which 
funded reserves (obligoiions) will amount to $113 million. 



SUMMARY PROWSED FY 1963 C O N T R ~ I O W  

(In millions of dollars) 

UNTA and Special Fund 
U.B. Fund for the Congo 
U.B. Relief and Works Agency for 
Palestine Refugees 
U.B. Children's Fund 
U.I. Emergency Force 
IAEA Operational Program 
'&O Speciai Programs 

Subtotal 

8. NMQ Science 
9 .  Indus Waters 
10. Commission for Technical Cooperation in Africa 
ll. A s i a n  Productivity Organization 

Subtotal 

GRAND TOTAL 

In achieving the broad objectives of the Act for International 
Development it has often been found useful to channel U.S. assist- 
ance through multilateral organizations. W e  United Nations agen- 
cies and a number of regional organizations offer flexibility in 
the execution of programs for maintaining peace and security and 
for directing technical and economic assistance, and thus provide 
a desirable supplement to direct assistance by the United States. 

which axe in short supply. ~e&,ain elements of developent 
assistance, such as those designed to lead to administrative 
or financial reforms, axe often more readily accepted by the less 
developed countries, and hence tend to be more effective, if 
&VPL Fujl zxdtllateral  vigiriiioaLiuuti ui' which they are also m a -  
bers. Similarly, in certain acute circumstances, such as in the 
Congo, there may be important U.S. political and security Inter- 
ests in avoiding the risk of rivalry inherent in bilateral pro- 
gram. Finally, the healthy growth of internationsl agencies is 
in itself a vital national objective to which we are deeply com- 
mitted. Multilateral organizations endowed with the capacity to 
act in the interest of security and development can promote that 
open world society of independent and prosperous nations which is 
the ultimate goal of our foreign policy and which stands in such 
shsrp contrast to the type of world order envisaged by the Sino- 
Soviet bloc. 

For FY 1963 a total of $148,900,000 is requested for contribu- 
tions to 11 program of multilateral assistance. This is a 
decrease both in the amounts requested in FY 1962 and the number 
of organizations assisted under this title. In some instances, 
the program have achieved their objective or other arrangements 
have been made for their financing. The cost of the U.N. military 
operation in the Congo will be paid for, it is hoped, from a U.N. 
bond issue for peace and security operations proposed by the 
President. Similarly, it is expected that the U.N. Ehergency 
Force in the Middle East will draw on this source for its finan- 
cial needs for the last six months of FY 1963. The technical 
cooperation program of the Organization of American States and 
the special programs of malaria eradication and community water 
supply of the Pan American Health Organization will look to the 
Alliance for Progress for continued funding. 

A brief summary of proposed U.S. contributions to international 
organizations and special programs under this title follows. 

D e  use of these agencies, supported by many nations, permits 
greater use of resources from other developed countries, both 
financial and -- of increasing importance -- in technical skills 



1. UNITED NATIONS EXPANDED TECHNICAL ASSETCANCE PROCRAM 
AND SPECIAL FUND 

FY 1961 Contribution 
FY 1962 Estimate 
FY 1963 Request 

$36.950 million 
44.000 million 
50.000 million 

The United Nations Ekpanded Technical Assistance Program was estab- 
l i shed  by the United Nations General Assembly i n  1950 t o  provide 
technical  assis tance f o r  t he  economic development of underdevel- 
oped countries. The program provides experts, fellowships, and 
demonstration supplies and equipment t o  countries a t  t h e i r  request 
through the  specialized agencies of the  United Nations, the Inter-  
national Atomic Ehergy Agency, and, i n  cer ta in  f ie lds ,  through the  
United Nations i t s e l f .  

The U.N. Special Fund, which was established by the  United Nations 
General Assembly as a resu l t  of U S .  i n i t i a t i ve ,  began operations 
i n  January 1959. The Special Fund undertakes basic surveys, 
research and establishment of t ra in ing  ins t i tu t ions  necessary f o r  
economic development. The fund is not an international capi ta l  
development fund. Rather it finances preinvestment projects.  
Surveys of water, mineral, s o i l  and power resources and the  se t -  
t i n g  up of planning, secondary teacher and technological t raining 
centers a r e  typical  of the  projects  undertaken by the  fund. 

The U.N.  General Assembly has se t  a combined annual goal of 
$150,000,000 for  the Expanded Technical Assistance and Special Fund 
Programs. Once t h i s  goal i s  reached, the  United States, on the  
basis  of the matching formula, would contribute $60 million. 
Actual contributions of $92 million in  1961 and an expected $110 
million i n  1962 point t o  continuation of the  trend in  1963 with a 
probable l eve l  of $125 million. It i s  proposed tha t  the United 
Sta tes  continue t o  pledge an amount equal t o  4046 of t o t a l  contrib- 
utions received and on the assumption tha t  t h i s  t o t a l  w i l l  reach 
$125 million, an amount of $50 million i s  proposed a t  t h i s  time. 

2. UNITED NATIONS FLND FOR THE CONGO 

Contribution 
Estimate 
Request 

$28.512 million 
33.000 million 
34.300 million 

!Phe United Nations, through the  U.N. Fund f o r  the Congo, plans t o  
carry out a program of s tab i l iza t ion  and economic rehabi l i ta t ion  
i n  1962 i n  cooperation w i t h  the  Government of the  Congo. Contri- 
butions t o  the  fund wi l l  finance imports i n to  the  Congo and cover 
t he  cost of t he  U.N. Technical Assistance Program. Proceeds from 
the  sa l e  of imports financed by these funds, by the Food f o r  Peace 
Program, and by funds contributed by other governments f o r  t h i s  
purpose, w i l l  be used fo r  budget support and f o r  development works 
programs. 

The central aim of U.S. policy fo r  t he  Congo is t o  help create a 
unified Congo with a s tab le  government not unfriendly t o  the West. 
Sound economic conditions a r e  essent ia l  for  t h i s .  Po l i t i ca l  con- 
di t ions have improved t o  a point vhere it is now considered feasi-  
b le  t o  implement t he  s t ab i l i za t ion  agreement of last summer. 

The United Sta tes  proposes t o  contribute approximately $34 mil- 
l i o n  t o  the  U.N. Fund for  the  Congo l from FY 1963 funds and an 
additional $20 million i n  Public Law 480 ( ~ o o d  for  Peace) food- 
stvffs during FY 1963, which w i l l  supplement FY 1962 funds cur- 
ren t ly  available t o  create a s tab i l iza t ion  fund of some $100 
million and provide U.N. Technical Assistance of $5 million. A 
detailed discussion may be found in  the Africa regional volume. 



3. UKITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALISTINE REFlff7EES (UNRM) 

N 1961 Contribution 
F"f 1362 W s t * m = + , e  

FY 1963 Request 

$u. 000 mil l ion 
17. j0 miiiion 
17.200 mil l ion 

The Palest ine refugee problem continues t o  re f lec t  Arab-Israel 
tensions and is  one of the  most vo la t i l e  and potential ly disrup- 
t i v e  f ac to r s  affecting the  p o l i t i c a l  s t a b i l i t y  of the Near East. 
The United Sta tes  has given strong support t o  the UNRUA, s ince i t s  
establishment i n  1951, a s  t he  body responsible fo r  the welfare of 
the  Palest ine Arab refugee community, a job which it has discharged 
very effect ively.  The organization's basic mission i s  t o  meet the  
minimum food, she l te r ,  medical and educational requirements of over 
one mil l ion refugees. Although severely limited by a shortage of 
funds, it offers  a small number of young refugees a measure of 
hope f o r  a more normal l i f e  by providing an opportunity fo r  voca- 
t i ona l  t raining.  

UNRWA's current  mandate expires June 30, 1963, and a determination 
a s  t o  t h e  Agency's fu ture  w i l l  be made a t  the  17th General Assembly 
i n  the  f a l l  of 1962. It i s  proposed tha t  t he  U.S. contribution f o r  
FY 1963 remain a t  the  same l eve l  a s  i n  FY 1962 - $24.7 million. 
This would represent about 70s  of t o t a l  estimated contributions. 
The U.S. grant  would be $17.2 million from A I D  funds, of which $1.7 
mil l ion would be spec i f ica l ly  earmarked f o r  vocational t raining,  
about $256,000 would be avai lable a s  FY 1962 carryover, and approx- 
imately $7.5 million would be made available in  t he  form of P.L. 
480 T i t l e  11 commodities. 

4. UNI!EE WIONS CHILDREN'S FUND (UNICEF~ 

N 1961 Contribution 
N 1962 Estimate 
N 1963 Request 

$1 7. nnn m _ i l l i E 2  

12.000 million 
12.000 million 

UNICEF was established by the  U.N. General Assembly i n  1946 t o  
provide emergency r e l i e f  f o r  children i n  Europe a f t e r  World War 
11. Since 1950 it has been ass is t ing  governments i n  underdevel- 
oped areas t o  carry out long-range health, nutr i t ion,  and other 
programs which w i l l  bring l a s t ing  benefi ts  t o  children. With 
over three-quarters of a b i l l i o n  children l iv ing  i n  underdevel- 
oped areas the  need f o r  assistance i s  great.  However, help i s  
given only when requested by a government and when the  request i s  
accompanied by a well-developed project bearing the t e c M c a l  
a p p r ~ - a l  of Wcrld Eeaitin Organization, the U.N. Food and Agricul- 
t u re  Organization (FAO), o r  the U.N. Bureau of Social Affairs.  
UNICEF is  currently ass i s t ing  over 400 projects i n  more than 100 
countries and t e r r i t o r i e s .  

UNICEF al locat ions f o r  1961 amounted t o  $26.5 million. They are  
estimated a t  $28.1 million fo r  1962, and $31.6 mil l ion for  1963. 
The United Sta tes  supports t h i s  expansion i n  program but f ee l s  
t ha t  it can be financed through increased contributions from 
other governments and private sources, and by procedures whereby 
resources w i l l  be put t o  use more rapidly. Therefore, it i s  pro- 
posed tha t  our contribution t o  UNICEF f o r  N 1963 remain a t  the 
$12 million level ,  where it has been since 1960. 



5.  UNITED NATIONS EMERGENCY FORCE ( U N E F ~  

FY 1961 Contribution 
FY 1962 Estimate 
M 1963 Request 

$3.200 million 
1.800 mil l ion 
1.320 mil l ion 

UNEF is  an internat ional  peace-keeping force drawn from seven mem- 
bers of the United Nations and established by the  General Assembly 
i n  November 1956 t o  maintain the  armistice agreement between the  
United Arab Republic and I s r a e l  a f t e r  the  Suez conf l ic t .  Units of 
t he  Force a re  stationed i n  the  Gaza St r ip ,  along the  I s r ae l i -  
Egyptian border and a t  the  entrance t o  the Gulf of Aqaba. These 
areas a r e  patrol led by the  Force on a 24-hour basis by foot,  motor 
vehicle and reconnaissance a i r c r a f t  t o  prevent or  invest igate 
incidents . 
UNEF i s  a co l lec t ive  responsibi l i ty of a l l  United Nations members, 
who a re  assessed fo r  i t s  cost on the  U.N. budget sca le  of assess- 
ment. In  view of U.S. i n t e re s t  i n  maintaining a successful UNEF 
and thereby t o  a s s i s t  i n  maintaining s t ab i l i t y ,  we have i n  the  past  
offered voluntary assis tance beyond our regular assessed share of 
the UNEF budgets. 

Beginning i n  FY 1963, contingent on i t s  successful f lo ta t ion ,  UNEF 
w i l l  be financed from the  $200 million U.N. bond issue. I n  view 
of t h e  funding cycle of t h i s  operation, it i s  proposed tha t  the 
United Sta tes  contribute $1.320 million a s  a voluntary contribu- 
t i o n  f o r  the  period January 1 through June 30, 1962, t o  help i n  
reducing by 50$ the  assessments of member s t a t e s  l e a s t  able t o  pay. 
The United Sta tes  w i l l  a l so  contribute $3,121,950 a s  i ts  assessed 
share a t  the  r a t e  of 32.02$ of a t o t a l  budget of $9.75 mil l ion f o r  
t h i s  period, resul t ing i n  an over-all  U.S. share of 45.354. 

M 1961 Contribution 
M 1962 Estimate 
FY 1963 Request 

$0.640 mil l ion 
0.750 mil l ion 
1.250 million 

The International Atomic Energy Agency was founded i n  1957 with 
the  encouragement of the United States .  It has since received 
f inancial  and technical support i n  the belief t ha t  it w i l l  pro- 
mote closer t i e s  between the  United Sta tes  and other nations i n  
the  f i e l d  of nuclear energy, enhance the  prest ige of American 
leadership i n  science and technology, and play an increasingly 
important ro l e  i n  establishing internat ional  rules  and regula- 
t ions  i n  such f i e ld s  a s  heal th and safety, t h i r d  party l i a b i l i t y ,  
and atomic waste disposal.  

In addition t o  our assessed contribution t o  IAEA's regular budget, 
the United Sta tes  has i n  past  years contributed addit ional  amounts 
on a matching basis t o  the  operational program which provides 
fellowships, experts and equipment i n  the f i e l d  of nuclear energy 
t o  the  lesser  developed countries plus cer ta in  laboratory senrlces 
useful as  well t o  more advanced member s t a t e s .  The same contribu- 
t i on  of up t o  $750,000, made avai lable i n  FY 1962, is  proposed 
fo r  t h i s  purpose i n  fl 1963, representing a U.S. share of approxi- 
mately 50s of the  voluntary budget. 

In  addition t o  t h i s  d i r ec t  support t o  the IAEll operational pro- 
gram through voluntary contributions, it is  proposed tha t  t h e  
equivalent of a fur ther  $500,000 be provided i n  services t o  
strengthen the  agency's supply of American experts, consultants, 
and training opportunities fo r  response t o  technical assis tance 
requests from member s t a t e s .  Under t h i s  proposal, which i n  t h e  
past  has been met by Atoms fo r  Peace funds, $350,000 would be used 
fo r  fellowships and $l50,0OO f o r  experts and consultants. 



WORLD HEALTH ORGANIZATION SPECIAL PROGRAMS (UHO) 7. 

FY 1961 Contribution 
FY 1962 Estimate 
FY 1963 Reauest 

Largely a t  t he  U.S. i n i t i a t i ve ,  the  World Health Organization i n  
the  l a s t  several  years has undertaken t o  intensify i ts  a c t i v i t i e s  
i n  the  f i e l d s  of malaria, community water supply, and medical 
research with a view t o  focusing world-wide at tent ion on the 
importance of these areas i n  advancing the  cause of public health, 
especially i n  l e s s  developed countries. These programs were 
planned t o  complement the  more extensive ac t iv i t i e s  i n  these 
f i e l d s  through U.S. b i l a t e r a l  and nat ional  programs. As a r e su l t  
there  has been wide acceptance of the need f o r  attacking these 
problems. Other countries have committed the i r  resources on an 
increasing sca le  both i n  national programs and i n  support of WHO 
a c t i v i t i e s  i n  these l i e i d s  through contributions t o  assessed and 
voluntary budgets. 'kus i n  the f i e l d  of malaria eradication ade- 
quate funds a re  on hand t o  finance the  program's budget needs 
u n t i l  t he  schedule fo r  absorption in to  the  regular budget is  com- 
pleted i n  1964. Similarly, the community water supply program has 
adequate resources t o  meet currently planned ac t iv i t ies ,  although 
there may be future requirements depending upon the evolution of 
t he  program. 

Until  an optimum level  of research a c t i v i t y  can be absorbed in to  
the  regular budget, however, it i s  desirable that the  United Sta tes  
sustain t h i s  important program by voluntary cash contributions as 
well as  research grants of the National Ins t i tu te  of Health. 
Under i t s  in tens i f ied  medical research program, WHO makes modest 
grants t o  invest igators  i n  many countries where these w i l l  have a 
stimulating ef fec t  on needed research; it provides services t o  
research, such as support t o  internat ional  reference centers, the  
establishment of biological standards, the  development of stand- 
ardized nomenclature, etc . ;  and has begun the  training and exchange 
of research workers. 

E'Y 1961 Contribution 
FY 1962 Estimate 
Ti $63 fiequest 

$1.327 million 
1.400 million 
1.530 million 

Under U.S. leadership the  NATO heads of government adopted pro- 
posals i n  December 1957 which led t o  the establishment of the  NATO 
Science Program f o r  promoting sc i en t i f i c  cooperation and thereby 
obtaining fo r  t he  United States ,  and f o r  a l l  other members, maxi- 
mum benefit  of the  great s c i en t i f i c  resources of the HATO coun- 
t r i e s .  It is a program t o  increase the  effectiveness of Western 
science and t o  expose sc i en t i s t s  of Western countries t o  the  best 
and most advanced work being done i n  a variety of f i e ld s .  It i s  
carr ied out through the  grant of fellowships f o r  a year of spe- 
c ia l ized  training,  short-term seminars on sc i en t i f i c  problems of 
special  concern t.o t he  PJliance (,WE Aclnmed Study ~ n s t i t u t e s j ,  
and research grants fo r  projects special ly sui ted t o  internat ional  
collaboration. 

Of the  t o t a l  contribution proposed, $1,084,000 would represent a 
33.334 share of a fellowships budget of $3,250,000; $200,000 a 
U.S. share of 33.334 of a study in s t i t u t e s  budget of $600,000; 
and $363,000 a 24.204 share of a $1,500,000 budget fo r  research 
grants. The f i r s t  two programs represent a decline from a 404 
share i n  FY 1962; it is planned t h a t  they should further  decline 
t o  24.204 -- t he  U.S. assessment under the  regular NATO cost  shar 
ing formula -- i n  FY 1964 when the en t i r e  program would be 
absorbed in to  the  regular NATO budget. 

A contribution of $500,000, the same amount provided i n  each of 
t he  l a s t  t h ree  years, i s  proposed f o r  FY 1963 to supplement ac t iv i -  
t i e s  undertaken under the  regular budget. 



9.  INDUS WATERS 

FY 1961 Contribution 
FY 1962 Estimate 
FY 1963 Request 

$ 6.807 million 
20.100 million 
30.000 million 

m i s  project of formidable dimensions was developed a s  a solution 
t o  one of t he  major sources of f r i c t i o n  between India and Pakistan, 
the  use and division of waters of t he  r ive r s  of the Indus Basin, 
and t o  the  basic food deficiency of the area. Originally con- 
ceived as a bold plan t o  divert  t o  India waters now used i n  
Pakistan, and t o  replace these by an elaborate systems of dams, 
reservoirs  and l ink  canals, a Free World commitment of some $1.070 
b i l l i o n  was undertaken through a s e r i e s  of agreements ca l l ing  for  
a schedule of contributions extending over a 10-year period. The 
Internat ional  Bank fo r  Reconstruction and Development, which had 
achieved notable success i n  negotiating settlement of the dispute, 
was designated as administrator of the  F'und. 

Of the  amounts original ly envisaged, t he  United Sta tes  agreed t o  
contribute i n  dol la rs  and loca l  currency some $515 million. Con- 
t r a c t s  were awarded i n  January 1962 t o  American firms fo r  about 
$380 million f o r  construction of several of t he  major mrks ,  nota- 
bly the  Mangla Dam and several  of the l ink  canals. Some changes 
i n  the  or ig ina l  settlement plan have been reported by the IBRD and 
these a re  being studied t o  reduce t o  the minimum any adverse finan- 
c i a l  impact on the  project .  Subject t o  the development of more 
p re t i s e  information on the  f inancial  implication of these changes, 
t he  amount of $30 million i s  requested f o r  FY 1963 f o r  the U.S. 
contribution t o  the  project under t he  Indus Basin Development Fund. 

10. COMMISSION FOR TECHNICAL COOPERATION I N  AFRICA (cCTA) 

FY 1961 Contribution 
FY 1962 Estimate 
FY 1963 Request 

$0.012 million 
1.700 million 
0.600 million 

The Commission f o r  Technical Cooperation i n  Africa, an organiza- 
t i on  created by the former metropoles, was transformed i n  March 
1961 in to  a genwfnely Mrican  group with 15 member s t a t e s  of Wopi- 
c a l  Mrica .  Its purpose i s  t o  promote cooperative technical devel- 
opment through multi-country projects  which r e f l ec t  mutual 
i n t e re s t s  and common cul tura l  linlcs. 

In FY 1962 the  United Sta tes  i s  providing the  major support t o  
three projects of the CCTA i n  the  f i e l d s  of rinderpest control, 
bovine pleural pneumonia, and oceanographic research and f i she r i e s  
resources. It i s  planned i n  FY 1963 t o  continue the  support of 
these projects with grants of $100,000 each, and t o  provide new 
support for tm projects: $100,000 fo r  a t ra in ing  centel: f o r  
hydrology assis tants ,  and $200,000 for  a training in s t i t u t ion  for  
wild l i f e  conservation of f icers .  



F'Y 7 95: Contribution 
FY 1$2 Estimate 
FY 1 3 4 )  Request 

$0.169 mil lion 
0.200 million 
n  illi in^ 

The Asian Productivity Organization (APO) was Formally initiated 
in April 1961 ~ i t h  the sigrling of a convention by eight countries: 
the Republic of' China, India, Japcin, Korea, Nevi, Pakistan, the 
Philippines and Thailand. Its purpose is to raise the standard of 
living in Asian countries through higher productivity, primarily 
in the field of industry, and to provide a central organization 
for exchange of productivity information and technical know-how in 
Asia. Its program, involving regional meetings and training and 
advisory services, is already functioning. Surveys have been con- 
ducted in Southeast Asia to determine industrial. productivity 

needs, and workshop seminars have been held in India and Pakistan 
on "national productivity institutions" and "aid to small business." 

Initial U.S. assistance in FY 1961 of $165,000 served as a match- 
ing contribution to the $147,400 supplied by other countries to 
initiate program activities. The $200,000 to be contributed in 
FY 1962 and a similar amount requested for F'Y 1963 will provide 
general budgetary support and assistance for specific project 
activities during the formative years of the Organization. It is 
anticipated that the sum of $216,000 will be contributed by other 
members during 1962, approximately half from the Japanese Govern- 
ment. 



CONTINGENCY FUND 

The Contingency Fund, f o r  which $400 mi l l ion  i s  requested f o r  
FY 1963, i s  a rese rve  designed t o  meet urgent requirements which 
may a r i s e  during t h e  course of t h e  f i s c a l  year and f o r  which no 
provision has been made elsewhere i n  t h e  FY 1963 program. The 
Contingency Fund may be nsed t o  meet needs completely unforeseen 
when FY 1963 est imates  were prepared o r  f o r  needs a n t i c i p a t e d  i n  
general  terms, but i n  i n s u f f i c i e n t  d e t a i l  a s  t o  nature,  timing, 
and amount t o  j u s t i f y  inclusion i n  programmed ass i s tance .  

Since FY 1956 when a fund f o r  contingencies was f i r s t  appropriated, 
experience has amply demonstrated t h a t  t h e  Fund has been an impor- 
t a n t  and highly f l e x i b l e  t o o l  of U.S. fo re ign  pol icy.  It has 
served t o  b o l s t e r  Free World defenses aga ins t  armed a t t a c k  and 
subversion cur ren t ly  supported by t h e  Sino-Soviet bloc. In times 
of c r i s e s ,  it has a l s o  a s s i s t e d  f r i e n d l y  countr ies  t o  maintain o r  
regain economic and p o l i t i c a l  s t a b i l i t y .  

Possible  Uses i n  FY 1963 

A s  i n  e a r l i e r  years,  it i s  l i k e l y  t h a t  t h e  Contingency Fund w i l l  
be used t o  support v i t a l  U.S. i n t e r e s t s  i n  a wide v a r i e t y  of s i t u a -  
t i o n s  : 

(1) Communist China and t h e  Soviet Union may s t e p  up covert  sup- 
por t  of " l ibe ra t ion  armies" seeking t o  bring countr ies  along 
t h e  b loc ' s  Asian perimeter under t h e i r  domination. To survive 
t h e  countr ies  under a t t a c k  may need s p e c i a l  economic, a s  wel l  
a s  mi l i t a ry ,  a i d .  

(2) The Kremlin may apply heavier  pressure  on t h e  West Ber l in  
economy o r  probe weak spots  elsewhere i n  t h e  Free World, a s  it 
has done i n  Cuba. 

(3) Newly independent countr ies  i n  Afr ica ,  Asia, and t h e  Caribbean, 
o r  countr ies  which may soon become independent may be faced 
with press ing needs f o r  ass i s tance  t o  maintain e s s e n t i a l  pub- 
l i c  se rv ices  and minimum l e v e l s  of economic a c t i v i t y .  

(4)  Countries which have accepted Sino-Soviet a i d  and s ince become 
d i s i l l u s i o n e d  o r  apprehensive over t h e  implementation of these  
programs may seek extraordinary ass i s tance  from t h e  United 
S t a t e s  t o  disengage from Communist bloc inf luence.  

(5) During t h e  d i f f i c u l t  and s e n s i t i v e  process of adopting and 
achieving economic changes, i n  such f i e l d s  a s  t a x  reform, l and  
ownership, and mobil izat ion of c a p i t a l ,  countr ies  may undergo 

(6) Earthquakes, f loods,  hurr icanes ,  and o ther  n a t u r a l  d i s a s t e r s  
may warrant t h e  use of Contingency Funds t o  meet immediate 
r e l i e f  needs and t o  a s s i s t  i n  reconstruct ion.  

The Contingency ~ u n d  i n  FY 1962 

Congress appropriated $275 mi l l ion  f o r  t h e  Contingency Fund i n  
FY 1962, and i n  add i t ion  reappropriated $9 mi l l ion  of p r i o r  year  
funds. As of February 15, 1962 v i r t u a l l y  a l l  t h e  ava i lab le  Con- 
tingency Funds had been programmed. In view of t h e  prospect t h a t  
addi t ional  urgent requirements, a l ready i d e n t i f i e d ,  would need 
financing i n  FY 1962 a t r a n s f e r  of funds i s  planned from t h e  m i l i -  
t a r y  ass i s tance  account under Sect ion 610 of t h e  Foreign Assist- 
ance Act of 1961. La t in  America has been t h e  l a r g e s t  regional  
rec ip ien t  of Contingency Funds thus  f a r ,  about $85 mil l ion.  
Faced with i n s i s t e n t  demands f o r  improvement of l i v i n g  standards 
and seeking t o  achieve major changes i n  economic i n s t i t u t i o n s ,  
numerous South American Governments have experienced c r i t i c a l  
shortages of fo re ign  exchange t o  finance Fmports and have received 
ass is tance on a g ran t  o r  loan  bas i s .  Unforeseen balance of pay- 
ments support of t h i s  nature  has been needed i n  Colombia, Ecuador, 
Panama, and Peru. Furthermore, t h e  new government which succeeded 
t h e  T r u j i l l o  d i c t a t o r s h i p  i n  t h e  Dominican Republic has required 
considerable a i d  t o  r e s t o r e  s t a b i l i t y  within  a democratic frame- 
work. 

Nearly as  l a r g e  a share  of t h e  Fund, $82 mil l ion,  has been com- 
mit ted t o  t h e  Far East,  near ly  a l l  i n  South East Asia. The con- 
t inuing e f f o r t s  of t h e  Communist bloc t o  win con t ro l  over Vietnam 
and Laos c rea ted  add i t iona l  requirements f o r  support of t h e  de- 
fense e f f o r t s  of these  countr ies ,  a s  wel l  a s  neighboring countr ies  
threatened by t h e  insur rec t ionary  a c t i v i t i e s  of Sino-Soviet agents .  

In t h e  Near East-South Asia a r e a  it proved impossible t o  reduce 
ass is tance t o  t h e  I ran ian  and Greek Governments i n  maintaining 
t h e i r  s u b s t a n t i a l  defense forces  and a t  t h e  same time proceeding 
with development programs a s  quickly a s  had been an t ic ipa ted .  
This necessi ta ted a s u b s t a n t i a l  use of Contingency Funds. 

Smaller amounts of Contingency Funds were committed i n  Afr ica  t o  
provide urgent ly  needed imports t o  new governments, t o  provide 
a i d  i n  coping with n a t u r a l  d i s a s t e r s ,  and t o  assure  continued U.S. 
access t o  important m i l i t a r y  i n s t a l l a t i o n s .  

Pending enactment of separa te  authorizat ion and appropria t ion f o r  
refugee and inmigration programs, Congress temporarily authorized 
t h e  use of Contingency Funds t o  meet e s s e n t i a l  cosi;s o f  these  pro- 
grams. About $28 mi l l ion  has been programmed f o r  Cuban and o ther  

s t r e s s e s  requ i r ing  emergency ex te rna l  a i d  t o  preserve ~ t a b i l i t y . ~ ~  refugee programs. 



PRIVA!Ch ENTERPRISE, INVESTMENT 
GUARANTIES AND 1NVESTiVIF:NT SURVEYS 

The Foreign Assistance Act of 1 ~ 6 1  declares  it i s  the  pol icy of . . 
i l l =  ~ I I L L ~ C  > L ~ L ~ S  "LO encourage the contribution of U.S. enter-  
p r i s e  toward economic s t rength of l e s s  developed f r i e n d l y  
count r ies ,  through pr iva te  t rade  and investment abroad". The Act 
provides au thor i ty  t o  encourage and f a c i l i t a t e  p r iva te  p a r t i c i -  
pat ion i n  a s s i s t i n g  the economic development of l e s s  developed 
f r i e n d l y  countr ies .  In addi t ion t o  authori ty  t o  make guarant ies  
o r  loans  t o  p r iva te  investors ,  t h e  Act authorizes shar ing i n  t h e  
cos t s  of f e a s i b i l i t y  s tud ies  of s p e c i f i c  proposed investments. 

Investment Guaranties 

Last y e a r ' s  l e g i s l a t i o n  c l a r i f i e d  and enlarged the  scope of t h e  
p r i o r  s p e c i f i c  risk inves+,ment g c a r m t y  ceveragc aiid a l s o  
redeTined the broad guaranty au thor i ty  previously held by the  
corporate  Development Loan Fund (DLF). 

Against Specif ic  Risks 

The s p e c i f i c  r i s k  guaranty programs, which has been ava i lab le  t o  
and u t i l i z e d  by pr iva te  investors  s ince  1948, was continued by 
t h e  1y61 Act with c l a r i f i c a t i o n s  and enlargements i n  i t s  coverage 

Perhaps t h e  most s i g n i f i c a n t  c l a r i f i c a t i o n  i s  t h e  d e f i n i t i o n  of 
expropria t ion t o  include any abrogation, repudiation, o r  impairment 
of con t rac t  by a foreign government, which, not being t h e  f a u l t  
of t h e  inves to r ,  adversely a f f e c t s  continued operat ion of the  
p r o j e c t .  

Another s i g n i f i c a n t  provision i s  the  expansion of e l i g i b i l i t y  f o r  
guaran t ies  t o  include foreign char tered subsidiar ies  wholly owned 
by a U.S. corporation. 

The scope of war l o s s  coverage has been s i g n i f i c a n t l y  broadened 
t o  permit coverage against  losses  from revolution o r  insurrect ion.  

F ina l ly ,  t h e  d b i l i t y  
and f i n a l  sett lement 
by t h e  new s t a t u t o r y  
a r b i t r a t  ion.  

of a guaranteed investor  t o  obtain  speedy 
of a disputed claim f o r  coverage i s  increased 
au thor i ty  t o  r e f e r  such dlsputes  t o  

With the  l i b e r a l i z a t i o n  of t h e  l e g i s l a t i o n  covering t h e  s p e c i f i c  
r i s k  guaranzy auzhority,  the re  has been a not iceable  increase i n  
investor  i n t e r e s t  i n  t h e  program. In the  s i x  months ending 
S ~ n t ~ ~ n h ~ r  I~JA! ; vhpv ~?T.PL;;~ >s21;t;1;c; :.;L ;$; 
s j  gned, 163 applications were received covering &16,275,000 of 
guarant ies .  In t h e  f i v e  months from September 1961 t o  March 1962, 
232 appl icat ions  f o r  a t o t a l  of $350,205,000 wert received. The 
backlog on hand a s  of e a r l y  March 1962 was 570 appl icat ions  f o r  
a t o t a l  of $2,089,000,000. 

In the  same f i v e  months period, 20 guarant ies  were issue? t o t a l -  
ing 977b 200,000. Investments covered were made i n  such pro jec t s  
as a f e r t i l i z e r  manufacturing f a c i l i t y  i n  Taiwan, the  petro-  
chemical industry i n  Argentina, t h e  manufacture of r e f r i g e r a t i o n  
equipment i n  India  and a l s o  i n  Malaya, an investment i n  a p r iva te  
development bar+pin Morocco, e t c .  Investment ~ u a r a n t i e s  a r e  now 
ava i lab le  i n  *%derdeveloped countr ies  and i n  t h e  ciependent 
overseas t e r r i t o r i e s  of' France, Denmark, Netherlands, and t h e  
United Kingdom. Negotiations a r e  continuing t o  add a number of 
the  newly independent African countr ies  t o  t h e  program as  well  
a s  t o  complete our agreements programs i n  Latin America. 

Under t h e  1461 Act no more than $1,000,000,000 of s p e c i f i c  r i s k  
coverage may be outstanding a t  any one time. 

Against All-Risks 

The 1961 Act provided new guaranty au thor i ty  t o  cover a por t ion 
of l o s s  a r i s i n g  from any cause o ther  than t h e  i n v e s t o r ' s  fraud 
or  misconduct. Congress was informed l a s t  year t h a t  t h i s  
au thor i ty  would be used only f o r  p r i o r i t y  p ro jec t s  which promoted 
economic development. To t h a t  q u a l i f i c a t i o n  Congress added a 
statement t h a t  i n  t h e  use of the  au thor i ty  emphasis should be 
given pro jec t s  fu r ther ing  s o c i a l  progress and t h e  development of 
small business en te rpr i ses .  No such guaranty may exceed 
$10~000,000. The por t ion  of t h e  r i s k s  covered by such a guaranty 
may not exceed 758 of the  investment and i s  t o  be determined i n  
each case by an assessment of the  r i s k s  a t tendant  upon t h e  
p a r t i c u l a r  investment. These guarant ies  a r e  ava i lab le  t o  U.S. 
investors  o r  t o  foreign char tered wholly-owned subs id ia r ies  of 
U.S. corporations.  While a number of requests f o r  extended r i s k  
coverage were received during t h e  year and a re  cur ren t ly  under 
study, no s ing le  app l ica t ion  i s  s u f f i c i e n t l y  f a r  advanced t o  be 
reported on. 



Loans t o  Private  Enterprise 

A spec ia l  a l l - r i s k  guamnty f o r  U.S. investors ,  but  not t h e i r  
foreign subsidiar ies ,  was made avai lable  by t he  1961 Act f o r  
investments i n  Lat in America i n  p i l o t  o r  demonstration housing 
pro jec t s .  

The show of i n t e r e s t  i n  t h i s  provision on t he  pa r t  of both U.S. 
investors and t he  construction industry, has been very strong 
indeed. C r i t e r i a  have been developed t o  screen the  many applica- 
t ions  received, and pro jec t s  a re  now being reviewed pr ior  t o  f i n a l  
negot iat ions of pa r t i cu l a r  guaranty agreements. 

Under the  1961 Act no more t h m  $100,000,000 i n  a l l - r i s k  coverage, 
of which $10,000,000 is reserved f o r  the  housing guaranties,  can 
be outstanding a t  any one time. 

F isca l  Limitations and New Authority Sought 

The amounts of guaranty coverage which may be outstanding a t  any 
one time a r e  l imi ted  not only by the  s t a tu to ry  ce i l ings  but by 
t he  reserves ava i lab le .  A l l  guaranties issued t o  date have funded 
reserves.  Existing reserves cons is t  of $199,100,000 of borrowing 
au thor i ty  from the Treasury, $8,200,000 i n  accumulated fee income, 
and $27,700,000 of appropriated c a p i t a l  of the  former corporate 
DLF. Of' these cap i t a l  reserves of $235,000,000, all but 
$59,500,000 i s  present ly obligated behind outstanding guaranties.  

Neither present reserves nor t he  present face amount cei l ings a r e  
a d e ~ u a t e  t o  permit orderly continuation of the  guaranty program 
i n  handling the  present appl icat ions.  There a r e  current ly 570 
appl icat ions f o r  spec i f ic  r i s k  coverage alone on hand f o r  a t o t a l  
face amount of $2,089,000,000 i n  coverage. 

Accordingly, t o  increase the  reserve funds, a new appropriation of 
$100 mil l ion is  requested. With provision of 25% f o r  reserves, 
t h i s  authorizat ion would permit extens ion of addi t iona l  guaranties 
of about $400,000,000. To the  extent ,  however, t h a t  higher 
reserves a r e  required f o r  a l l - r i s k  and housing guaranties,  the t o t a l  
amount of funds avai lable  f o r  new guaranties would be reduced. 

It i s  a l s o  requested t h a t  the ce i l ings  on outstanding coverage be 
increased by $3OO,OOO,OOO f o r  spec i f ic  r i s k  coverage, by $90,000,000 
f o r  general a l l - r i s k  coverage, and by $50,000,000 f o r  a l l - r i s k  
coverage on Latin American housing. 

Development Loans. Development Loans may be made t o  pr ivate  
business associat ions,  whether those associat ions a r e  formed 
under the laws of t he  United S ta tes ,  t he  laws of the  project  
country, o r  t he  laws of a t h i r d  country. The 1961 Act provides 
t ha t  the President s h a l l  "wherever appropriate,  carry out programs 
of assis tance through private  channels and t o  the  extent  p r ac t i -  
cable in  conjunction with l oca l ,  pr ivate  o r  governmental 
par t ic ipat ion including loans under the  au thor i ty  of Section 201, 
t o  any individual,  corporation o r  other  body of persons". For a 
description of the  c r i t e r i a  f o r  development loans, see t he  sect ion,  
"Development Loans " . 

Cooley Loans. The 1961 Act permitted the  t r ans f e r  t o  A I D  of the  
authori ty  provided by the  "Cooley Amendment" t o  P.L. 460 and 
previously held by the  Export-Import Bank of \dashington, t o  lend 
t o  private enterprises  foreign currency proceeds of sa les  of 
surplus ag r i cu l t u r a l  commodities. Such loans may be made t o  U.3. 
business firms and branches, subsidiar ies  o r  a f f i l i a t e s  of such 
firms fo r  business development and t rade  expansion. Such loans 
may a l so  be made t o  domestic o r  foreign firms f o r  establishment 
of f a c i l i t i e s  abroad f o r  aiding i n  the  use, d i s t r ibu t ion  o r  
increased consumption of U.S. agr icu l tura l  products. The basic 
purpose of such loans i s  t o  promote balanced economic development 
and trade among nations. Responsibili ty fo r  administration of 
Cooley loans was t ransfer red  from the  Export-Import Bank t o  A I D  
as  of January 1, 1962. Since t h a t  time a steady flow of appl i-  
cations has been processed. 

No funds a re  requested f o r  t he  Cooley Loan Program since these 
funds derive from P.L. 460 s a l e s .  

Surveys of Investment Opportunities 

The 1961 Act authorized $5,000,000 f o r  f i s c a l  year 1962, of which 
$l,5O,OOO was appropriated, t o  encourage the  undertaking by 
private  en te rpr i se  of surveys of investment opportunities i n  l e s s  
developed f r iendly  countries.  AID proposes t o  reimburse any 
enterprise  undertaking such a survey up t o  50% of the  survey costs  
should the enterprise  decide not t o  invest  i n  the  project  surveyed. 
In such a case the  en te rpr i se  must tu rn  over t o  A I D  a profession- 
ally-acceptable technical  report  on t he  project  



PRIVATF F;rSrERPRISE, INVESTMENT 
G U M I E S  AND ImSEgEhT SURVEYS (continued) 

There has been l i v e l y  i n t e r e s t  i n  t h i s  new authori ty  from the  The Of'f'ice of Development Financing includes a  Pr iva te  Enterpr ise  
business conununity anci while t o  date  no contracts  have been Division which a c t s  a s  a  c e n t r a l  A I D  contact  with p r i v a t e  e n t e r -  
concluded, it i s  expected t h a t  once t h e  procedures a r e  f u l l y  p r i s e  general ly .  This Office i s  charged with providing po l icy  
publ ic ized,  a  growing volume of' surveys w i l l  be undertaken. guidance t o  the  Regions on t h e  encouragement of U.S. p r jva te  

investment c a p i t a l  going abroad and on t h e  p a r t i c u l a r  techniques, 
A f u r t h e r  appropria t ion i n  the  mount  of $5,000,000 is requested se rv ices  and f a c i l i t i e s  t o  s t imula te  indigenous p r i v a t e  invest-  
t o  permit cont inuat ion of t h i s  a c t i v i t y  i n  f i s c a l  year  1963. ment, including intermediate c r e d i t  i n s t i t u t i o n s .  

Organization 

Liith t h e  s t a f f i n g  of' t h e  Regional Bureaus it has been possible  
f o r  them t o  assume operat ional  respons ib i l i ty  f o r  each of these  
srograms with the  exception of t h e  s p e c i f i c  risk guaranty fiinction. 



DEVELOPMENT RESEARCH 

The Foreign Assistance Act of 1961 i s  noteworthy i n  recognizing 
t h a t  Research and Development may be a s  v i t d  i n  acce le ra t ing  the 
econoruic and s o c i a l  growth of the l e s s  developed a reas  a s  i n  
moving the  United S t a t e s  i n t o  the  space age. Sect ion 241 of the  
a c t  authorizes  the  President  t o  use ecoriomic ass i s tance  funds f o r  
research programs t o  increase the  e f fec t iveness  of the  U.S. 
development ass i s tance .  A research program of conservative 
dimensions has a l ready been s t a r t e d  within  the  Agency f o r  In te r -  
na t iona l  Development (AID). 

A. The Purpose and Scope of A I D  Research Act iv i ty  

Greater knowledge d s o  must be accumulated with respect  t o  the  
following: 

(1 )  The processes of p o l i t i c a l ,  economic and s o c i d  growth; the  
c u l t u r a l  and i n s t i t u t i o n a l  changes needed f o r  such growth; 
and f a c t o r s  con t ro l l ing  the speed of these  changes. 

(2)  The conditions under which American and 0thc.r Free ilorld 
technical  and c a p i t a l  a ss i s tance  can most e f f e c t i v e l y  con- 
t r i b u t e  t o  change and growth i n  the  l e s s  developed a reas .  

(3)  The people b e s t  qua l i f i ed  t o  implement foreign a i d  prograrns 
( p a r t i c u l a r l y  t echn ica l  ass i s tance)  ; how t o  i d e n t i f y  them; 
and how and i n  what s p e c i a l i t i e s  t o  t r a i n  them. 

The fundan-ental purpose of research i n  development ass i s tance  i s  
t o  i d e n t i f y  problems impeding progress i n  the  l e s s  developed (4)  The p o l i t i c a l ,  ideological ,  psychological and c u l t u r a l  impact 

countr ies  and t o  discover  use fu l  so lu t ions ,  through s c i e n t i f i c  o f  foreign a i d  and methods of i t s  administration. 

inves t iga t ion ,  t h a t  w i l l  speed up the attainment of development 
goals .  Sorze problems a r e  common t o  emerging countr ies  i n  compa- ( 5 )  Procedures by which western s c i e n t i f i c  and t e c h n o l o g i c d  

rab le  s tages  of development throughout t h e  Free World, and the knowledge can be b e s t  adapted t o  the  individual  needs of 

so lu t ions  uncovered through research and evaluat ion can be applied, some 80 countr ies  receiving U.S. ass i s tance .  

wi th  minor adaptat ion,  wherever the  problen e x i s t s  regardless- of 
t h e  geographic region i n  which the  countqy f a l l s .  (6 )  Methods by which progress achieved through foreign a id  

prograiis can be continuously and accurate ly  measured. 

The primary functions of the  newly es tab l i shed  Development Research 
Office within  A I D  a re  t o  i d e n t i f y  and t o  appraise the r e l a t i v e  
importance of the  major problems t h a t  cut across  regional  bounda- 
r i e s ,  and t o  e n l i s t  t h e  b e s t  t a l e n t s  ava i lab le  i n  the  publ ic  and 
pr iva te  research communities i n  devis ing the  new approaches and 
new techniques needed t o  r e s o l v e  these problems within a reason- 
ab le  period of time. C e n t r d i z a t i o n  of the r e s p o n s i b i l i t y  f o r  
d i r e c t i o n  of t h i s  research e f f o r t  provides the  most e f f e c t i v e  
means of maintaining a world-wide perspective of the  dimensions 
of t h e  problems t h a t  need t o  be resolved and f o r  keeping th? out- 
l a y s  f o r  AID-financed research a c t i v i t i e s  within  reasonable bounds. 

While much of the  research al ready undertaken by L.S. Gover-milent 
agencies and pr iva te  organizat ions  i s  re levant  t o  developnent 
ass i s tance  general ly ,  only a small f r a c t i o n  has been s p e c i f i c a l l y  
d i r e c t e d  t o  problems encountered o r  an t ic ipa ted  i n  A I D  programs. 
Thus a challenging t a s k  s t i l l  looms of iden t i fy ing  s p e c i f i c  research 
needs, e s t a b l i s h i n g  the  relevance of these  needs t o  A I D  program 
goals ,  s t imulat ing new research t o  f i l l  rnajor gaps, corre1atir.g 
i s o l a t e d  research a c t i v i t i e s  and r e l a t i n g  them t o  development 
ass i s tance  problems. 

Research i n  these  a reas  and on individual  problems, and i t s  appl i -  
cat ion t o  development a c t i v i t i e s ,  w i l l  gradually improve develop- 
ment ass is tance programs and thus  become a decis ive f a c t o r  i n  the  
attainment of development goals .  

B. The Nature of the  A I D  Research Progran~ 

Th? AID-financed research program w i l l  emphasize imaginative 
adaptation of bas ic  knowledge t o  l o c d  conditions,  the  t e s t i n g  
of new techniques i n  the  e n v i r o m n t  i n  which they a re  t o  be 
used, the systematic evaluat ion of new ideas  a s  they a r e  put i n t o  
pract ice ,  and encouragement of a f l e x i b l e  appraach by t h e  l e s s  
developed countr ies  towards solving t h e i r  problems. 

Research financed by A I D  w i l l  supplement but  not dupl icate  t h a t  
already completed o r  under way. Nor w i l l  it r e s u l t  i n  diminution 
of future research a c t i v i t y  by u n i v e r s i t i e s ,  foundations, p r iva te  
enterpr ise ,  o r  other  U.S. Governrent agencies. Research needs 
generally a r e  so great  t h a t  thz independent and cooperative e f f o r t s  
of all pr iva te  and publ ic  organizations w i l l  be required t o  make 
the  Decade of Development a success. Beyond t h i s ,  the  AID-sponsored 



DEVELOPMENT RESEARCH ( ~ o n t  inued) 

research progrem w i l l  perform an important function i n  stimulating 
wider awareness i n  the U.S. research community of the problems of 
+be l r r r  3 r - - r l z p 5  r r m t r i e z ,  ~ 5 2  ir, n--t,-i:.g p;iv,.;i,g y ~ o ;  u~P 
t a l en t  with the t ra in ing  required f o r  effective part icipat ion i n  
development programs. 

C. Research Activi t ies  Planned f o r  FY 1962 

Research projects  planned f o r  FY 1962 and already funded, or  in  
a su f f i c i en t ly  advanced stage t o  warrant financing before the 
close of t h i s  f i s c a l  year, w i l l  require a t o t a l  of about $6 
million. Al. l  of these concern exist ing problems; some are  ex- 
pected t o  produce innovations o r  a s c i en t i f i c  advance speeding 
progress i n  areas where problems are part icularly acute. 

Some of the important projects  involve: 

(1) Research on the Problem of Shortage of Power a t  the Local 
Level. A I D  experience with community development programs strongly - 
suggests t ha t  lack of parer may be a major bottleneck holding 
back the effectiveness of self-help e f fo r t s  a t  the loca l  leve l .  
A simple power unit  would supply the l i gh t  t o  enable i l l i t e r a t e  
laboring populations t o  learn t o  read a t  night; make t h e i r  labor 
more productive by day; and provide a stimulus for  group act ion 
t o  ra i se  l i v ing  standards i n  t h e i r  vi l lages.  The exploratory 
phase of the project i n  FY 1962 is  designed t o  examine the eco- 
nomics of small-scale power plants already i n  use t o  determine 
what p rac t i ca l  improvements can be made. These might include 
cheaper fue l ,  eas ier  maintenance, lower cost, or improved methods 
of loca l  financing and use which could be tested i n  the f i e ld .  

(2) The Development of Planning and Plannina Assistance Cr i te r ia .  
This w i l l  be an analyt ical  study of the s i w i f i c a n t  elements of - 
development p lannin i  i n  emerging nations t o  help Lmprove planning 
i n  some 80 countries now receiving A I D  assistance. It w i l l  deal  
with such key functions a s  the se t t i ng  of r ea l i s t i c  and adequate 
development goals, the select ion of planning techniques appropri- 
a t e  t o  the country's stage of development, the improvement of 
such techniques, and the t ra in ing  of planning personnel. It w i l l  
a l so  deal. with governmental procedures needed for effect ive 
administration, coordination and monitoring of development plans, 
and with methods of strengthening governmental and popular 
part icipat ion i n  the planning process. 

(3)  Research t o  Improve Land Reform Activi t ies .  An extensive 
analysis i s  t o  be made of the manifold problems involved i n  land 
..-PA,.. 
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been handled, par t icu lar ly  in  Latin America. The resuLts of 
t h i s  research project,  t o  be conducted under contract by a U.S. 
university specializing i n  t h i s  region, are expected t o  habe wide 
application t o  other countries and areas. 

D. Research Activi t ies  Proposed f o r  FY 1962 

Research projects proposed for  funding in  FY 1963 w i l l  require 
a t  l ea s t  $20 million of Development Grant funds fo r  inaugurating 
an estimated 50 projects i n  ten major areas of research. This 
sum i s  considerably la rger  than obligations fo r  M 1962, which 
w j l l  fimd less  than s i x  mo~ths  ac t iv i ty  by nr, nffice o?dy 
recently activated. Some of the projects  planned fo r  M 1963 
w i l l  be extensions of research a c t i v i t i e s  begun i n  FY 1962. 
Most of the projects t o  be financed i n  M 1963 w i l l  be new and 
concentrated i n  areas where development problems are most acute. 

The following are among the projects  proposed fo r  FY 1963: 

(1) Development of New Teachina Techniaues t o  Offset the 
Shortage of Teachers. Economic and soc ia l  development e f fo r t s  
i n  the l e s s  developed countries are hampered by the shortage of 
teachers a t  a l l  levels .  Several methods, used in  varying combi- 
nations, could help overcome t h i s  shorgage: (a )  Improve and 
condense course content t o  shorten the educational period; 
(b)  incorporate improved techniques i n  ex is t ing  teaching manuals 
so tha t  students can become teachers without lengthy t ra in ing  
courses; and (c)  add mass communications methods, such as radio, 
a s  a temporary subst i tute  fo r  individual teachers. This project 
involves establishment of an educational research services center 
i n  one o r  more regions t o  demonstrate and t e s t  these methods. 
Each center w i l l  have a small professional research s t a f f  f o r  
t h i s  purpose and w i l l  undertake the t ra in ing  of l oca l  s t a f f  t o  
develop the indigenous capabil i ty fo r  educational research. 

(2) Agricultural Development Planninq. The adaptation and 
application of modern agricul tural  methods and new technology 
are  essent ia l  t o  real izat ion of the agr icu l tura l  potent ia l  of 
most of the l e s s  developed countries. This project w i l l  involve 
comparative studies of the experience i n  various typica l  countries 
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i n  order ( a )  t o  i den t i f y  t he  extension t r a i n ing  methods be s t  
adapted t o  th2 d i f f e r i ng  economic and cu l t u r a l  environment i n  a 
pa r t i cu l a r  region; (b)  t o  analyze the advantages, i f  any, of 
mechanizing small farms; and ( c )  t o  determine the t r a i n ing  and 
purchasing f a c i l i t i e s  required t o  enable t he  fanners t o  make 
e f f ec t i ve  use of mechanical equipment. 

( 3 )  The Role of Cooperatives i n  Development Assistance. Although 
t h e  cooperative form of organizing pr iva te  a c t i v i t i e s  has proved 
a t t r a c t i v e  t o  the populations of the emerging nations, U.S.- 
financed a c t i v i t i e s  t o  date  have f a i l e d  t o  take advantage of our 
own experience or  a s s e t s  i n  t h i s  f i e l d .  This project  proposes t o  
discover the  p a r t i c u l a r  s i t ua t i ons  i n  which cooperative en t e rp r i s e  
may be uniquely appropriate t o  a id ing  i n  developmental progress.  

(4) Encouragement of Small Industry through Indus t r i a l  Research 
I n s t i t u t e s .  A number of i n d u s t r i a l  research i n s t i t u t e s  already 
e x i s t  i n  severa l  of the l e s s  developed countries.  Generally, 
however, they have had l i t t l e  i f  any impact on the s t imulat ion of 
small p r iva te  i ndus t r i a l  en t e rp r i s e s  i n  t he  country o r  region i n  

which they a r e  located.  This p ro jec t  involves: ( a )  survey and 
analysis  of selected,  ex i s t i ng  i n d u s t r i a l  research i n s t i t u t e s  t o  
determine the degree t o  which present f a c i l i t i e s  a r e  being used, 
and the ways i n  which t h e i r  research findings can be made more 
widely avai lable  throughout the  region; and (b)  establishment of 
one o r  more demonstration and t r a i n ing  research i n s t i t u t e s  i n  
areas  where none e x i s t  and where conditions a re  'such t h a t  t h e i r  
services  could help s m a l l  industry f lour i sh .  

( 5 )  Improvement of Indigenous Materials and S t ruc tu r a l  Design 
f o r  Low-Cost Construction. The purpose of t h i s  p ro jec t  i s  t o  
iden t i fy  materials found i n  t he  l e s s  developed countr ies  which 
can e f fec t ive ly  be combined wlth other  products, such a s  p l a s t i c s ,  
t o  produce inexpensive mater ia ls  t o  meet the exceptional demand 
f o r  housing, community f a c i l i t i e s  and classrooms. It w i l l  a l s o  
include the development of s t r u c t u r a l  designs bes t  su i ted  t o  the  
cl imat ic  and s o c i a l  environment of the  given country or  region. 
This project  w i l l  c ap i t a l i z e  on e a r l i e r ,  sca t te red  experiments 
i n  t h i s  f i e ld ,  with a view toward achieving a f a s t e r  solut ion t o  
the  acute bui lding shortage which ex i s t s  i n  most of the  l e s s  
developed countr ies .  



OCEAN FTBIGHT - VOLUNTARY RELIEF AGENCIES EXCESS PROPERTY 

The Ocean Freight  Program, by s l~bs id iz ing  the  movement overseas of 
suppl ies  donated t o  American voluntary agencies, f a c i l i t a t e s  and 
encourages people-to-people g i f t s  from pr ivate  Americans t o  needy 
persons abroad. In  addi t ion,  the  1961 Act made it possible  f o r  
voluntary agencies t o  acquire U.S. Government excess property a t  
no cos t  other  than r e h a b i l i t a t i o n  cos t s ,  which is  a l s o  e l i g i b l e  
f o r  t r anspor ta t  ion under the  Ocean ~ r e i ~ h t  Program. These programs 
a r e  operat ing i n  some 80 countr ies  and a r e  made possible  by 
donations of cash and goods obtained i n  t h i s  country. 

Before expending funds f o r  t h i s  purpose, A I D  obtains f i rm assur-  
ances from rec ip ien t  countr ies  t h a t  t h e  goods w i l l  be  accorded 
duty-free  e n t r y  and t h a t  cos t s  of in land t ransporta t ion from por t s  
of e n t r y  t o  ul t imate  points  of d i s t r i b u t i o n  w i l l  be borne by t h e  
hos t  governments o r  other  non-U. S . Ckwemmcnt. sn l~rces .  The 
American agencies bear  the  cos t s  of s o l i c i t a t i o n ,  acquis i t ion,  
processing, warehousing, packaging f o r  export,  t r anspor ta t ion  t o  
U.S. por t s ,  and the s a l a r i e s  and other  administrative cos t s  of 
maintaining f i e l d  representat ives  i n  t h e  receiving countr ies  t o  
supervise d i s t r i b u t i o n .  

Ocean Freight  - Voluntary Relief Agencies 
Program Summary 

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

Detai l  of Program 

Overseas Freight  Subsidies Program Proposed 
by Area FY 1961 FY 1962 FY 1963 

Afr ica  and E u r o p  $ 9 0 0 . 0  $ 8 0 0 . 0  $ 9 0 0 . 0  
Near East and South Asia 500.0 550.0 550.0 
Far East 870.0 1,200.0 1,100.0 
Lat in  America 

Total  

Summary of Program 

Expenditures f o r  
Overseas Freight $ 2,658.6 $ 3,100.0 $ 3,200.0 a 

W e i g h t o f S u p p l i e s  ( l b s . )  50,730.0 58,900.0 59,000.0 
Value of Supplies 48,194.0 57,800.0 57,900.0 

Much Government equipment and suppl ies ,  which are excess t o  the  
needs of the  owning agency, i s  p o t e n t i a l l y  of g rea t  value i n  t h e  
i'oreign a i a  program. 'I'ools, vehicles ,  and other  equipment a r e  
ava i lab le  which a r e  needed f o r  vocational t r a in ing ,  agr icu l tu re ,  
construct ion and many o ther  p ro jec t s .  

Excess Government property has lone; been ava i lab le  t o  A I D  f o r  
use i n  i t s  overseas programs on t h e  same t e r n  a s  t o  other  
Federal agencies : payment of rehab j l i t a t  ion cos t s  and t ranspor t -  
a t i o n .  Packing cos t s  average about 10$ of t h e  o r i g i n a l  value; 
r e p a i r  cos t s  vary. Property o r i g i n a l l y  valued a t  $59.3 mi l l ion  
was used i n  t h e  I C A  programs i n  FY 1961. 

It i s  expected t h a t  some $70 mi l l ion  w i l l  be used i n  1962 and 
$100 milllor.  i n  1963. The increases  a re  inade possible by changes 
i n  t h e  law increasing t h e  number of e l i g i b l e  rec ip ien t s ,  and 
permit t ing f o r  t h e  f i r s t  time acqu is i t ion  of excess property f o r  
r e h a b i l i t a t i o n  and warehousing p r i o r  t o  known requirements. 

Although t h e  Congress authorized a  revolving fund of $5 mil l ion 
t o  implement the-program i n  FY 1962, it i s  estimated t h a t  only 
$2 mi l l ion  of Development Grant funds w i l l  be required. In 
FY 1963 it i s  estimated t h a t  t h e  f u l l  $5 mil l ion w i l l  be required 
t o  finance acqu is i t ion  costs  and marshaling s i t e s  i n  t h e  East ,  
West and South of the  United S t a t e s  t o  f a c i l i t a t e  b e t t e r  use of 
excess property i n  the  program. It i s  planned t h a t  add i t iona l  
marshaling s i t e s  w i l l  be es tab l i shed  i n  Eurcpe and the  Far East 
t o  make use of Department of Defense overseas excess property 
i n  A I D  programs. The revolving fund w i l l  be reimbursed from 
country program funds a s  t h e  property is  shipped t o  i ts  des t ina t ion  

I;/ Excludes $500,000 f o r  Korea funded out of Mutual Securi ty  Act 
Sect ion 131(d).  Includes Korea 39 
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ORGANIZATION AND ADMINISTRATION 

The Agency f o r  I r~ te r9 r~ t t t iona l  ikveiopment (AID) was ac t iva ted  on 
November 4 ,  1961, pursuant t o  t h e  Foreign Assistance Act of 1961. 

The new Agency's  operations and r e s p o n s i b i l i t i e s  a r e  both v a s t  
and complex. It i s  responsible  f o r  a w i n i s t e r i n g  severa l  b i l l i o n  
d o l l a r s  a year f o r  world-wide development programs. A I D  now 
adminis ters  U.S. a ss i s t ance  programs i n  more than 80 fo re ign  
coun t r i es .  I ts  s t a f f  includes  more than 15,000 d i r e c t - h i r e  U.S. 
and fo re ign  na t iona l  employees, of which about 13,000 a r e  serving 
overseas.  I n  addi t ion c lose  t o  2,000 people work f o r  the  Agency 
i n d i r e c t l y  as con t rac to r s  o r  contractor  employees. 

A I D  r e s p o n s i b i l i t i e s  include those formerly dispersed among the  
I n t e r n a t i o n a l  Cooperation Administration, t h e  Development Loan 
Fund, and o t h e r  agencies. Much has a l ready been accomplished i n  
o rgar~ iz ing  and s t a f f i n g  it i n  the  few months of i t s  exis tence.  
Personnel of the predecessor agencies whose experience w a s  judged 
valuable  t o  A I D  operat ions  were t r ans fe r red  t o  t h e  new Agency. 
Continuing funct ions  of the  predecessor agencies were r e c a s t  t o  
f i t  i n t o  t h e  A I D  organizat ional  s t r u c t u r e .  Selected p o s i t i o n s  
were a l s o  i d e n t i f i e d  f o r  t r a n s f e r  from the adminis t ra t ive  t o  t h e  
program ca tegor ies  of funds under the  new organization s t r u c t u r e  
and the  approved c r i t e r i a  f o r  charging personnel t o  the  appropr ia te  
funds.  A new team of execut ives  has been recrui ted t o  f i l l  many 
of the major policy-making pos i t ions .  

The reorganizat ion of an e f f o r t  as extensive and complex as the  
U.S. f o r e i g n  ass i s t ance  program requ i res  much time and t a l e n t .  
Although considerable progress  has a l ready been made, the new 
Agency must s t i l l  be considered i n  i t s  formative s tage.  Additional 
time and continuing e f f o r t  must be devoted t o  making the new - 
organizat ion wholly e f f e c t i v e  i n  achieving i t s  ob jec t ives  i n  the  
Decade of Development. 

Organization 

A I D  represen t s  a wholly new approach i n  organizat ional  and 
opera t iona l  techniques. Program and operat ing r e s p o n s i b i l i t y  i s  
now concentrated i n  four  geographic Regional Bureaus. Both tk 
former I C A  and DLF vested s u b s t a n t i a l  operating r e s p o n s i b i l i t i e s  
i n  func t iona l ,  r a t h e r  than geographic u n i t s .  A s  a r e s u l t ,  
decision-making r e s p o n s i b i l i t y  i n  these  predecessor agencies was 
considerably di f fused.  The A I D  organization, shown i n  the  
a t tached c h a r t  f i x e s  l i n e  r e s p o n s i b i l i t i e s  i n  the four  Regional 
Bureaus f o r  e f f i c i e n t ,  responsible  program administration. The 
primary t a s k  of the program and s t a f f  o f f i c e s  indicated i s  t o  

provide pol icy guidance and program  upp port. These, i t 1  turn,  
assure  consi s t ~ n c y  o r  agency operptionc azd a t t a i r a ~ e n t  of program 
ob jec t ives  by Regional Bureaus and A I D  Missions overseas.  

urgarnzat lonal  changes a r e  a l s o  being made i n  the  f i e l d  missions 
t o  r e f l e c t  the  "turn-around" i n  U.S. a ss i s t ance  program concepts. 
Under the  I C A  approach, many missions were organized on the  
theory it was necessary t o  have separate  organizat ional  u n i t s  f o r  
each t echn ica l  f i e l d  (e .g . ,  industry ,  publ ic  adminis t ra t ion)  i n  
which ass i s t ance  w a s  being g:Lven. A s  U.S. a i d  programs a r e  
adjusted under A I D  t o  concen-:rate U.S. assistarice i n  se lec ted  
c r i t i c a l  sec to r s  of the economy i n  each country, missions w i l l  be 
reorganized accordingly.  The r e s u l t  should be t i g h t e r ,  more 
e a s i l y  manageable mission organizat ions ,  responsive t o  U.S. eco- 
nomic ass i s t ance  p o l i c i e s  and ob jec t ives .  

A major e f f o r t  i s  underway i n  the  Agency t o  improve the  adminis- 
t r a t i o n  of fo re ign  ass i s t ance  programs. New p o l i c i e s ,  guidel ines  
and procedures a r e  being developed and implemented f o r  such 
func t ions  a s :  

1. Capi ta l  p r o j e c t  review, approval and execution; 

2. Comodity ass i s t ance  operat ions;  

3. Negotiation, execution and adminis t ra t ion of con t rac t s ;  

4. Development planning ass i s t ance  to host  coun t r i es ;  and 

5. Research i n  t h e  techniques of economic development. 

A major e f f o r t  t o  i n s t a l l  a new program development and execution 
system f o r  world-wide use i s  wel l  underway. When f u l l y  operat ive ,  
t h i s  system w i l l  permit the  construct ion of more r e a l i s t i c  mission 
programs on the b a s i s  of ca re fu l  analyses  of country development 
plans ,  s e l f  -help e f f o r t s ,  non-U. S. sources of a ss i s t ance  and 
o the r  f a c t o r s  a f f e c t i n g  the  achievement of U.S. object ives .  The 
system provides increased a u t h o r i t y  and f l e x i b i l i t y  t o  U. S. 
Ambassadors and mission d i r e c t o r s  f o r  both program planning and 
execution. I n  addi t ion,  through s impl i f i ca t ion  and more r e a l i s t i c  
phasing of the  Agency's program documentation and approval pro- 
cedures, f a s t e r  implementation of programs and p r o j e c t s  i s  expected. 

A study i s  underway t o  use tk serv ices  and f a c i l i t i e s  of o the r  
U.S. Government departments and agencies more e f f e c t i v e l y  i n  t h e  
adminis t ra t ion of tk fore ign  ass i s t ance  program. The means t o  



ORGANIZATION AND ADMINISTRATION (continued ) 

encourage g rea te r  p a r t i c i p a t i o n  by pr iva te  en te rpr i se  and non- 
governmental i n s t i t u t i o n s  -- u n i v e r s i t i e s ,  foundations and i n t e r -  
na t iona l  organizations -- a r e  a l s o  being explored. Promising 
research p r o j e c t s  a r e  being undertaken t o  shed more l i g h t  on the 
only par t ia l ly-unders tood processes of economlc growth and 
development. 

Personnel 

The success of any organizat ion depends l a rge ly  on the q u a l i t y  
and morale of i t s  personnel. The search f o r  outstanding t a l e n t  -- 
both i n  and outs ide of the government -- has had a high p r i o r i t y  
during the  t r a n s i t i o n  period following the  Agency's formation. 
Although many key vacancies have been f i l l e d  -- a l a rge  number 
with outstanding people from outs ide the government se rv ice  -- t h e  
t a s k  of r e c r u i t i n g  key executives and profess ional  s t a f f ,  pa r t i cu-  
l a r l y  f o r  overseas assignment, is  s t i l l  f a r  from complete. A 
susta ined e f f o r t  i s  being made t o  a t t r a c t  the  most qua l i f i ed  
people f o r  vacant A I D  pos i t ions  i n  both the  Washington head- 
q u a r t e r s  and the Missions overseas. 

The most important personnel object ives  a r e  t o  improve the Agency's 
recruitment and se lec t ion  techniques, and t o  make more e f f e c t i v e  
the  t r a i n i n g  of employees and t h e i r  famil ies ,  prepare them f o r  
t h e i r  work and dealings with  people i n  fo re ign  countr ies .  Cer ta in  
por t ions  of the  Agency's bas ic  t r a i n i n g  courses now given t o  
employees w i l l  be offered f o r  the  f i r s t  time to employees' wives 
and the employees of contractors .  A course f o r  senior  o f f i c e r s  
designed t o  equip t o p  f i e l d  s t a f f  t o  do a b e t t e r  job of managing 
complex s o c i a l  and economic development programs i s  scheduled t o  
s t a r t  next f a l l .  

Administrative Budget 

The Agency's ul t imate  success i n  recas t ing  i t s  programs and 
organizat ion w i l l  depend on adequate funding i n  both the program 
and adminis t ra t ive  categories .  Although program and adminis t ra t ive  
funds a r e  t r e a t e d  separate ly  f o r  budgetary purposes, they a r e  of 
course completely interdependent i n  achieving the Agency's 
ob jec t ives .  The adminis t ra t ive  budget provides the  f u e l  t o  move 
the  program machinery. 

The Administrative Expenses Appropriation, authorized by Section 
637(a) of the  Act, provides the funds t o  administer t h e  programs 
coming under P a r t  I of the  Act and t o  coordinate those under 
P a r t  11. 

An Administrative Expense Budget of $55 mil l ion i s  proposed f o r  
FY 1963.  his i s  l e s s  than two percent  of the t o t a l  appropri-  
a t ions  proposed f o r  program purposes i n  FY 1963 (not  including 
AID-administered foreign currencies  and unexpended balances of 
p r i o r  appropriations ) . 
Administrative a c t i v i t i e s  t o  be financed with these  funds 
include : 

1. Establ ishing program p o l i c i e s  and standards; 

2. Planning, d i r e c t i o n  and review of programs and pro jec t s ;  

3. Evaluation of program ef fec t iveness  i n  achieving U.S. 
fo re ign  pol icy object ives;  and 

4. Management and s t a f f  se rv ices  (including audi t ing,  
accounting and repor t ing)  i n  support of programs. 

The proposed 
maintain the  
the  Agency. 
budget among 

FY 1963 budget represents  the  minimum needed t o  
world-wide adminis t ra t ive  s t a f f  and f a c i l i t i e s  of 
The accompanying t a b l e  shows the d i s t r i b u t i o n  of the  
the  major elements. 

The $55 mil l ion is needed t o  make possible  r e a l i z a t i o n  of t h e  
following conceptual and operat ional  changes that were l e g i s l a t e d  
i n  the  Foreign Assistance Act of 1961 and i n i t i a t e d  during 
FY. 1962 : 

1. Strengthening of Overseas Missions 

Staff t o  ca r ry  out  the  increased f i e l d  r e s p o n s i b i l i t i e s  
t o  assist rec ip ien t  countr ies  i n  long-range economic 
development planning, ana lys i s  of development plans,  
development of multi-year programs and the review and 
adminis t ra t ion of development loans.  

S t a f f i n g  of new overseas Missions, and expansion t o  
operating capacity in  FY 1963 of preliminary s t a f f  
cadres a t  overseas posts  i n  Africa and Lat in  America 
opened i n  FY 1962 and 1961. 

Select ive s t a f f  augmentation t o  permit the  a u d i t  of 
loan  operat ions  and t o  overcome present inadequacies 
i n  program support operations.  



ORGANIZATION AND ADMINISTRATION ( ~ o n t  inued ) 

2. Reorganization and Strengthening of AID/W Headquarters 

Implementation of the  reorganization plah of A I D  
-- including the  establishment of four l i n e  operating 
Regional Bureaus -- aud the  e s s e n t i a l  supporting pro- 
gram and s t a f f  u n i t s .  

Additional funct ions  assigned t o  AID, e .g . ,  Cooley 
Loans of foreign currency f o r  pr ivate  economic 
development, the  coordination of economic and 
m i l i t a r y  ass i s tance  programs and coordination with  
programs of p r iva te  and in te rna t iona l  development 
agencies.  

( c )  Increased a t t e n t i o n  t o  long range and more 
ietzilcc? ~cc i i~~i i i ic  pl&udr~g  i'or deveiopment oS 
the countr ies  receiving U.S. a id .  

( d )  Expanded t r a i n i n g  programs t o  increase the  
e f fec t iveness  of A I D  personnel. 

This $5 j  mil l ion budget represents  the  minimum adminis t ra t ive  
funding-necessary t o  f u l f i l l  the  Pres iden t ' s  program f o r  the  
t o t a l  reorganization and red i rec t ion  of the  United S t a t e s '  
foreign ass i s tance  e f f o r t  i n  the  Decade of Development. 



AGENCY FOR INTERNATIONAL DEVELOPMENT 

ADMINISTRATIVE EXPENSES 

(~ollars in ~housands) 
Operations Cost (Obli~ations) American Staff (positions) 

Actual Estimate Estimate Actual Estimate Estimate 
I 961 1962 1963 1961 1962 1963 

OVERSEAS OPERATIONS: 

Latin America 
Near &st-South Asia 
Africa 
Europe 
Far Fast 

Subtotal herseas 
Operations 

DOMESTIC OPERATIONS 18,791. 21,232 21,389 1,867 2,150 1,870 

CENTRALIZED SUPPORT OF 
WORLD-WIDE OPERATIONS : 

Staff Training and 
Development 
Dept. or State Admin. 
Support Services 
Other Centralized Support 

Subtotal Centralized 
Support 

GRAND TOTAL i,Lzx---..-.- 51,604 55,000 3,002 3,284 3,059 

Revised March 21, 1962 



ADMINISTRATIVE AND CYl?HER EXPENSES, DEPARTMENT OF STATE -- - - 
This  Appropriation request provides f o r  $3.1 mil l ion i n  FY 1963 
t o  ~ ~ V P V  ---+r nf the 2e;ztzcnt  ;f S t a t c  201 sdppuri ui L L I ~  

United S t a t e s  Mission t o  t h e  North At lan t ic  Treaty Organization 
(NATO) and European Regional Organization, and f o r  adminis t ra t ion 
of the  Mutual Defense Assistance Control Act. This compares 
with  $3 mi l l ion  programmed f o r  these  a c t i v i t i e s  i n  FY 1962. T o t a l  
expenses of t h e  S t a t e  Department under t h i s  heading i n  FY 1962 
w i l l  amount t o  $5.0 mil l ion funded from an appropriation of $3.0 
mi l l ion  p l u s  a t r a n s f e r  of $2.0 mil l ion from other Foreign 
Assistance Appropriations which i s  necessary t o  cover l iqu ida t ion  
c o s t s  f o r  t h e  personnel who have performed program coordination 
and review and pol icy guidance funct ions .  

United S t a t e s  Mission t o  t h e  North At lan t ic  Treaty Organization 
and European Reginnnl Organimticns  (USRCl  

USRO represen t s  t h e  United S t a t e s  i n  NATO and o ther  European 
reg iona l  organizat ions  which include t h e  Organization f o r  Economic 
Cooperation and Development (OECD) and t h e  Consultative Group - 
Coordinating Committee f o r  s t r a t e g i c  t r a d e  control .  

USRO is comprised of representat ives  of t h e  Departments of S t a t e ,  
Treasury, and Defense and of t h e  Agency f o r  In te rna t iona l  Develop- 
ment (AID), and t h e  United S t a t e s  Information Agency (USIA). 
A request  f o r  $2,145,000 i s  made t o  cover t h e  expenses of t h e  
S t a t e  Department element including t h e  Office of t h e  Mission Chief, 
Office of P o l i t i c a l  Af fa i r s ,  and the  Administrative S t a f f  and 
S e c r e t a r i a t  f o r  t h e  e n t i r e  organizat ion.  

The Mission t o  NATO performs coordinating and servicing funct ions  
including exchange of information, in tepre ta t ion  and analysis  of 
NATO developments, preparat ion of recommendations f o r  United S t a t e s  
ac t ion ,  and i n t e r p r e t a t i o n  of U.S. recommendations and.act ions  f o r  
t h e  use of U.S. Einbassies i n  t h e  c a p i t a l s  of other NATO count r ies .  

OECD came i n t o  being on October 1, 1961, with the  United S t a t e s  
a s  one of t h e  f u l l y  p a r t i c i p a t i n g  members. With t h e  i n t e r e s t  of 
both t h e  executive and l e g i s l a t i v e  branches being increasingly 
focused on the  Common Market and other  t r a d e  expansion a c t i v i t i e s ,  
operations of t h e  OECD take on added s ignif icance.  It i s  a n t i c i -  
pa ted  t h a t  g rea te r  demands i n  terms of s t a f f  time w i l l  be made of 
USRO personnel a c t i v e l y  engaged i n  OECD a c t i v i t i e s .  

Mutual Defense Assistance Control Act 

Tbe C n ~ + - - l  f i~ t  ;:?or?'* is k r r d  5:. ?&l;~ h w  ii3, k ~ u  mngress .  
The basic  object ives  a r e  t o  safeguard t h e  s t reng th  of t h e  United 
S t a t e s  and i t s  a l l i e s ,  and t o  impede t h e  war-making p o t e n t i a l  of 
t h e  Sino-Soviet bloc, by a system of s e c u r i t y  t r a a e  controls  
designed t o  p roh ib i t  o r  l i m i t  exports of Free World s t r a t e g i c  
mater ia ls  t o  the  b loc .  

I n  administering t h e  Mutual Defense Assistance Control Act 
( ~ a t t l e  ~ c t )  t h e  United S t a t e s  has cooperated e f f e c t i v e l y  with 
t h e  major indus t r i a l i zed  nat ions  of t h e  Free World i n  t h e  opera- 
t i o n  of an agreed system of con t ro l s  over s t r a t e g i c  t r a d e  with 
t h e  Sino-Soviet b loc .  Through regular  reviews and negot ia t ions  
i n  the  In te rna t iona l  Consultative Group - Coordinating Co-mittee 
s t r u c t u r e  and through continuing U.S. Government Executive Branch 
review i n  the  Economic Defense Advisory Committee s t r u c t u r e ,  
up-to-date l i s t s  f o r  the  con t ro l  of s t r a t e g i c  commodities capable 
of meeting current  requirements a r e  maintained. The Department 
of S t a t e  conducts b i l a t e r a l  and m u l t i l a t e r a l  negot ia t ions  regard- 
ing  s e c u r i t y  t rade  controls  and t h e  shipment o r  trans-shipment 
of control led items, and attempts,  with t h e  cooperation of other  
countr ies ,  t o  prevent unauthorized divers ion of s t r a t e g i c  
commodities. The request  f o r  t h i s  purpose f o r  FY 1963 i s  $955,000. 

Program Coordination, Pol icy Guidance and Review 

P r i o r  t o  1962 the  funds appropriated under t h i s  heading were 
ava i lab le  t o  t h e  Department f o r  t h e  adminis t ra t ive  cos t s  of 
program coordination and pol icy guidance of t h e  Mutual Securi ty  
Program. The funds appropriated under Section 637(b) f o r  FY 1962 
were not s u f f i c i e n t  t o  continue t h i s  a c t i v i t y .  However, cos t  of 
continuation of t h i s  function f o r  t h e  f i r s t  th ree  months of 
FY 1962 during which Congressional ac t ion  on t h e  appropria t ion 
request was pending, together  with t h e  termination cos t s ,  had t o  
be met. To fund these c o s t s  a t r a n s f e r  of $2.0 mi l l ion  from other  
funds i n  t h e  Foreign Assistance Appropriation Act of 1962 i s  
necessary. No funds a re  provided herein  f o r  t h i s  purpose f o r  
FY 1963. 
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RELHTION OF AIL) TO THE U.S. ECONOMY 

The greatest  part  of governrrcnt f o r e i p  assistafice programs bene- 
f i t s  the economy by d i r ec t ly  financing exports. I n  1960, 12$ of 
* I?  TJ S .  ~vpnr t , s  were financed by economic assistance programs. 
These exports provide thousands of jobs throughout the country In  
agricul ture,  industry, mining, transportation, and other services. 
A l l  forms of government grants and credi t s  abroad have been es-  
timated t o  finance over 700,000 jobs f o r  Americans. 

Many aspects of over-al l  government assistance almost exclusively 
finance U.S. export of goods o r  services. This i s  t rue  of the 
surplus agr icu l tura l  commodity programs under P.L. 480, of Export- 
Import Bank  loans, and of the  mil i tary assistance program. It i s  
becoming increasingly t rue  a lso  of economic assistance programs 
conducted by the Agency f o r  International Development (AIL)). 

About 73% of the commitments which w i l l  be mde i n  FY 1962 with 
AID f m d s  w i i i  be used directly t o  flnarice U.S. c x p r t s  of goods 
and services. 

There a re  many reasons why it does not appear feasible or i n  the 
nat lonal  i n t e re s t  t o  l i m i t  A I D  exclusively to  financing American 
goods. A number of countries need f inancial  support of investment 
t o  meet l oca l  costs  f o r  which the  financing cannot be quickly pro- 
vided through transferr ing U.S. goods. This i s  par t icu lar ly  t rue  
of such urgent and sensi t ive s i tuat ions as  have been met i n  Laos, 
Vietnam, and Jordan. Also the trade pat terns of many African t e r -  
r i t o r i e s  w i l l  have t o  be substant ial ly revised before dol la rs  pro- 
vided t o  support the loca l  costs  of development projects  can ef-  
fec t ive ly  be used fo r  imports from the United States .  Every e f f o r t  
i s  being made to  accomplish the change. Many countries which need 
U.S. a id  need it t o  pay f o r  imports of which the United Sta tes  it- 
se l f  i s  a l so  a net importer. Finally, there are a number of com- 
modities where the cost advantage of importing from a nearby coun- 
t r y  rather  than from the United Sta tes  is  extremely great .  

Procurement Policx 

Procurement i n  the e a r l i e r  years of the Mutual Security Program 
was on a world-wide competitive bas is .  This resulted i n  substan- 
t i a l b u d g e t  savings t o  the program. uuring the period of world- 
wide dol la r  shortage t h i s  policy did not resu l t  i n  any harm t o  the 
United States ,  since dol la rs  paid t o  foreigners f o r  goods and serv- 
ices purchased abroad were generally used quite quickly by the re-  
c ip ients  f o r  purchases i n  the United States .  With the increasing 
economic recovery i n  Western Europe and Japan t h i s  became l e s s  and 
l e s s  the case and assistance dol la rs  spent abroad tended t o  in-  
crease the accumulation of foreign reserves. With the increasing 

program from Europe t o  the underdeveloped countries, and the pro- 
gressive s h i f t  i n  the financing of agr icu l tura l  exports from & 
t o  the P.L. 480 pro::rarr,, the share of Mutual Security dol la rs  spent 
i n  the United States  dropped t o  a low level .  I n  1959 only 4% of 
I C w  commodity expenditures were i n  the United Sta tes  and four- 
f i f t h s  of those abroaa were f o r  purchases i r l  cuuriti-leii %host: dol- 
l a r  reserves were r i s ing .  

This s i tua t ion  was met by policy changes i n  October 1959 and 
uecember 1960. w t  f i r s t  it was decided t h a t  the uevelopment Loan 
h'und ( u ~ r . )  would place prima.ry emphasis on financing goods and 
services of U.S. origin i n  financing the foreign exchange costs  
of development projects .  This policy was designed i n  pa r t  t o  
provide an inducement t o  the other  indus t r ia l  countries t o  estab- 
l i s h  o r  increase exist ing assis tance programs. Since t h a t  time 
there has been a substant ial  increase in  the w u n t  of financing 
avai lable t o  the l e s s  developed countries by the other indus t r ia l  
ce5;?tries .mCi  arr i.qrwe??rrnt i n  the terms on which it is made 
avai lable.  

I n  December 1960 a somewhat s imilar  modification of procurement 
policy was adopted by I C A .  Exports from 19 f inancia l ly  strong 
industr ial ized countries are no longer e l ig ib l e  f o r  assistance 
financing, except under very exceptional circumstances. Ocean 
f r e igh t  payments a re  now financed by A I D  only f o r  shipments made 
on U.S. f l a g  vessels, unless a waiver of policy i s  authorized by 
the  Administrator. I n  a determination pertaining to  foreign as- 
sistance procurement, dated October 18, 1961, the President em- 
phasized tha t  the preponderant bulk of procurement would be made 
i n  the United States .  Limited amunts would continue t o  be pro- 
cured outside of the United S ta t e s  i n  underdeveloped countries 
which need dol la rs  and could provide some goods needed in  other 
program countries. 

The impact of these changes on the AID program has been substan- 
tial. In  b'Y 1962 it i s  estimated t h a t  8@ of grant funds and 
nearly a l l  development loan funds obligated fo r  commodities w i l l  
be used t o  finance U.S. exports.  Current expenditures fo r  comrnod- 
i t y  procurement show a lower U.S. percentage but t h i s  i s  because 
of continued disbursements f o r  foreign goods ordered under the 
previous open procurement policy.  

Because of the continued necessi ty f o r  dol la r  expenditures abroad 
f o r  budget support i n  some s i tua t ions ,  fo r  financing loca l  costs  
of urgent development projects  i n  others, f o r  contributions t o  the 
U.N. and other internat ional  agency programs, and f o r  necessary 
expenses abroad of U.S. technicians and contractors, the share of 
the t o t a l  AIU program d i r ec t ly  spent f o r  U.S. goods and services 

competitiveness of foreign producers, the redirection of the AID i s  somewhat less :  about 73y of t o t a l  obligations i n  FY 1962, 
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RELATION OF A I D  TO THE U. S. ECONCMY (continued) 

which w i l l  be increased i n  FY 1963. Current policies are  being 
reviewed with the purpose of further increasing the proportion of 
U . S . expenditures. 

Balance of Payments 

A major improvement took place i n  the U.S. balance of payments i n  
1961. However, it remained " i n  de f i c i t  because our trade surplus 
i s  not big enough t o  cover a l l  the things we need t o  do abroad. 
In 1961 the United States exported $5 bi l l ion more of goods and 
s e n i c e s  than we imported, excluding those financed by government 
assistance. However, t h i s  surplus must be used, i n  the main, t o  
cover payments fo r  our military operations abroad, private in-  
vestments, and capital  flows, a s  well a s  foreign aid expenditures 
f o r  other than U.S. goods and services. To the extent t h i s  
"commercial" surplus on goods and services f a l l s  short of these 
outpayments, we w i l l  r a i n  in def ic i t .  

Measures t o  improve our balance of payments situation are  also 
being sought on many fronts. Arrangements are being worked out 
w l t h  Western European countries which w i l l  reduce the balance of 
payments burden of our participation in  the cawon defense. Mod- 
i f ica t ions  are being sought i n  the tax l a w s  re la t ing t o  foreign 
investment. Arrangements are being worked out with other finan- 
c i a l  centers and the International Monetary P'und (IKF) t o  reduce 
and t o  cushion the effect  of short-term capital  movements. 
policies a re  being reviewed t o  see how the burden of the program 

the payments balance could be i'urther reduced. There are 
gnounds for  confidence tha t  ways can be found for  carrying on a l l  
our necessary governmental and investment ac t iv i t i e s  abroad with- 
i n  the scope allowed by our trade surplus. 

A I D  and *a& 

The basic problem remins,  however, of increasing our trade sur- 
plus. In addition t o  d i rec t ly  financing U.S. exports, AID i s  
helping indirectly t o  do t h i s  in  two ways: 

(1) By developing commercial markets abroad for  U. S. products. 
The familiarity of U.S. engineers and A I D  technicians with 
U.S. products, and the  provision of U.S. goods under A I D  
programs serve t o  introduce U.S. products t o  areas where 
they previously were unfamiliar. Trade connections a re  
established, a market fo r  replac'ements created, in  some 
cases a market opened where formerly U.S. trade opportunities 
were v i r tual ly  nonexistent. The s k i l l  and zeal of U.S. busi- 

(2) By helping build more prosperous economies abroad, AID i s  
building potential  U. S. export markets. In 1960 U. S. ex- 
ports t o  developed countries, our major trade r iva l s ,  were 
$29 per capita, v i r tual ly  a l l  on a private commercial basis. 
To l e s s  developed countries they were only $5 per capita, 
including those financed by foreign assistance. As these 
economies grow, so w i l l  t he i r  markets for  our products. 

One of the basic limitations on the capacity of most l e s s  de- 
veloped economies t o  grow is  the i r  inabi l i ty  t o  pay for  imports. 
Foreign assistance and investment help overcome t h i s  diff iculty,  
but basically these countries too depend for thei r  continued 
growth on expanding exports. 

A t  present about 90$ of the exports of less  developed countries 
consists of primary products. While less  developed countries 
may increase thei r  earnings from exports of these commodities, 
they w i l l  need additional diversification t o  do so. Broader 
mrke t  opportunities must a lso  be provided for exports from the 
less  developed countries of semi-processed and manufactured 
goods. It is  not logical or ef f ic ient  for  the industrial  coun- 
t r i e s  to offer  economic assistance on the one hand and on the 
other to maintain res t r ic t ive  trade policies which inhibi t  the 
means for expansion of exports. In no other way can l e s s  devel- 
oped countries service and repay loans while purchasing the 
equipment needed for an economically and pol i t ica l ly  sat isfac- 
tory rate of growth. Even more attention must be paid t o  afford- 
ing the developing countries greater access t o  the mrke t s  of the 
industrialized countries, including tha t  of the United States. 
The new trade legislat ion proposed by the Administration i s  in  
part  airected t o  t h i s  end. 

A I D  a s  Competition 

While a guiding principle of our foreign aid has been that  the 
United States and a l l  free nations w i l l  benefit i f  productivity 
and standards of living a re  raised throughout the world, it has 
also been recognized tha t  economic assistance should be-examined 
judiciously for  i t s  possible adverse effects  upon segments of the 
U.S. economy. This concept i s  reflected i n  various provisions of 
the Foreign Assistance Act of 1961. 

Accordingly, economic assistance for  projects which might have 
adverse effects on the U.S. economy or export markets is ex- 
amined on a case-by-case basis under c r i t e r i a  which include the 
probable ef fect  of t h i s  potential competition upon U.S. producers 
and the U.S. balance of payments. 

nessmen in  exploiting these opportunities w i l l  be required. 
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s e l e c t i v i t y ,  program concentration, and t h e  planning of assist- 
ance a c t i v i t i e s  t o  achieve s p e c i f i c  goals se lected t o  support  the  
achievement of p r i n c i p a l  U.S. ob jec t ives  i n  a country. Proposed 
programs were prepared by the  f i e l d  missions on t h e  b a s i s  of these  . .  - .  
~ u i u c ~ r r ~ ~  urlJ , ,:-l:u~2 FJ t k e  :-egi:~ll z ~ c i r t n r t  p r 7 m l n i ~ + * f l + ~ * ~  

and the  Administrator t h i s  winter.  The r e s u l t  has been the  coun- 
t r y  programs out l ined i n  subsequent volumes of t h i s  presentat ion.  

I n  many countr ies ,  a number of s m a l l  technical  cooperation pro- 
j e c t s  have been dropped which were no t  contr ibut ing t o  p r i o r i t y  
goa l s  o r  which could no t  be expected t o  have a s i g n i f i c a n t  r e s u l t .  
In  many o t h e r  cases,  continuing p r o j e c t s  have been reor iented and 
supplemented with  new a c t i v i t i e s  intended t o  focus on the  achieve- 
ment of s p e c i f i c  major accomplishments needed and des i red  i n  the  
country over the  next few years .  The impact of t h e  new emphasis 
on concentra t ion and s e l e c t i v i t y  can be seen i n  the  requirements 
f o r  personnel  included i n  the  p r o j e c t s  submitted by t h e  f i e l d  
missions.  There i s  a growing need f o r  a g r i c u l t u r a l  technicians ,  
educators,  and publ ic  adminis t ra t ion advisors ,  whereas the  
p ro jec ted  needs i n  o the r  p ro fess iona l  f i e l d s  remain constant  o r  
dec l ine .  

Another evidence of the  impact of the  new guidel ines  i s  the  pro- 
posed dec l ine  of supporting a s s i s t a n c e .  I n  con t ras t  with l a s t  
y e a r ' s  p resen ta t ion ,  i n  which Supporting Assistance programs 
t o t a l i n g  $610 mil l ion were proposed f o r  22 countr ies ,  the  FY 1963 
es t imate  i s  $497 mil l ion f o r  15 coun t r i es .  The reduct ion i s  made 
possible  both by the  growing economic s t rength of the  r e c i p i e n t  
countr ies ,  and by t h e i r  growing a b i l i t y  t o  present economic pro- 
j e c t s  and programs which q u a l i f y  f o r  development a s s i s t a n c e .  This  
s h i f t  f r equen t ly  does not  permit a reduction in  t o t a l  U.S. a s s i s t -  
ance t o  the  country concerned. But it does permit the  a i d  t o  be 
administered on a more bus iness l ike  b a s i s  and t o  be d i r e c t e d  toward 
needed investments judged on t h e i r  economic meri ts .  

Long Term Planning 

V i r t u a l l y  all s tud ies  of the  U.S. fo re ign  economic ass i s t ance  
program undertaken by agencies  of the  Executive Branch, committees 
of Congress, and p r i v a t e  research bodies have emphasized the  need 
f o r  the fomxilation of sound country programs of development t o  
which U.S. a ss i s t ance  could be geared. The governments and 
peoples of the  l e s s  developed coun t r i es  a r e  increasingly aware of 
the  necess i ty  f o r  the  longer  term plans,  as the r e s u l t  of urging, 
not  only from the United S t a t e s ,  bu t  from other  donor coun t r i es  
and 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 ,  and a r e  t o  varying 
degrees s e t t i n g  about the  formulation of plans. 

I n  the  planning a r e a ,  A I D  and o the r  agencies  of the  U. S. 
Government a r e  engaged i n  th ree  c lose ly  r e l a t e d  a c t i v i t i e s  
designed t o  improve the  e f f i c iency  of our  assistance. 

ARsifi t~nce t o  ~overnments  i n  analyzing t h e i r  economies and d r a f t -  
i n g  p lans  of development i s  included i n  many of the country pro- 
grams proposed f o r  Development Grant a i d  i n  M 1963. 

This ass i s t ance  f requen t ly  cons i s t s  of t echn ica l  and f i n a n c i a l  
help  f o r  development of government i n s t i t u t i o n s  performing the 
func t ions  of the  U.S. Budget Bureau and Council of Economic 
Advisors. I n  some cases  f i n a n c i a l  a s s i s t a n c e  underwrites con- 
t r a c t s  with u n i v e r s i t i e s  o r  o ther  t echn ica l ly  q u a l i f i e d  i n s t i -  
t u t i o n s  t o  assist a country d i r e c t l y  wi th  a long-range development 
plan. I n  others ,  sec to r  s tud ies  o r  f e a s i b i l i t y  surveys a r e  
proposed. Occasionally, a s s i s t ance  inc ludes  d i r e c t  advice by A I D  
personnel i n  the coun t ry ' s  planning. 

The development of a sound plan and i ts  acceptance by a fo re ign  
government t akes  considerable time. Few coun t r i es  have as y e t  
q u a l i f i e d  f o r  long-term A I D  commitments. These few had been 
engaged i n  developmentglanning f o r  some years .  It i s  expected, 
however, t h a t  over the  next year a number of a d d i t i o n a l  countr ies  
w i l l  request  U.S. support  f o r  long-term development programs. 

A s  a means of supporting sound long-range plans  adopted by l e s s  
developed countr ies ,  of assur ing unis ied planning of t o t a l  U.S. 
a s s i s t a n c e  s t ra tegy  f o r  each country, and of s impl i fying and 
acce le ra t ing  the  implementation of U. S. programs, A I D  has adopted 
i n  p r i n c i p l e  a new program development and execution system. A 
major f e a t u r e  of the new system i s  t h e  preparat ion and approval 
of p r o f i l e s  of a ss i s t ance  needs f o r  ind iv idua l  coun t r i es  which 
a r e  t o  represent  a r e l a t i v e l y  long-range (perhaps f i v e  years )  
assessment of the  e x t e n t  t o  which, and s p e c i f i c  ways i n  which, 
U.S. economic ass i s t ance  can and should be used t o  f u r t h e r  the  
a t ta inment  of U.S. ob jec t ives  i n  each cooperating country. Annual 
budget submissions from U.S. AID Missions abroad w i l l  focus  
p r i n c i p a l l y  on requirements f o r  a s ing le  f i s c a l  year  which w i l l  
c o n s t i t u t e  a coherent p a r t  of the  longer term plan. This spr ing,  
A I D  w i l l  send teams t o  about e i g h t  se lec ted  coun t r i es  t o  t e s t  on 
the  ground the  new long-range programming process.  

A s  longer  term planning of economic ass i s t ance  programs i s  de- 
veloped, the  oppor tun i t i e s  t o  coordinate them more e f f e c t i v e l y  
with m i l i t a r y  ass i s t ance  planning w i l l  increase .  The planners  of 
m i l i t a r y  ass i s t ance  have a l ready developed and a r e  c a r r y i ~ g  out 
planning procedures f o r  p ro jec t ing  m i l i t a r y  needs f i v e  years  i n t o  
the  fu tu re ,  and with  both m i l i t a r y  and economic ass i s t ance  planning 



proceeding on p a r a l l e l  l i ne s ,  it i s  expected t h a t  the t o t a l i t y  
and combination of both types of our assis tance e f f o r t  can be 
planned and programmed f o r  each country i n  a manner which w i l l  
bes t  serve both U.S. secur i ty  object ives  and the objective of 
producing the most favorable impact on the economies and soc i e t i e s  
of rec ip ien t  countries.  

Research 

A number of development research pro jec t s  have been s t a r t ed  mainly 
on a contract  basis  with un ivers i t i es  and other  non-governmental 
organizations. Plans a re  i n  an advanced stage f o r  expanding 
research a c t i v i t y  during t he  coming year.  Further d e t a i l s  on t h i s  
subject a r e  presented elsewhere. 

Mobilization of Other Resources 

Ef for t s  have been unremitting throughout t he  year t o  persuade 
other  indus t r ia l ized  countr ies  t o  increase and improve t h e i r  
contributions f o r  economic development i n  the underdeveloped 
world. These e f f o r t s  have taken the form of d i r e c t  conversations 

on the subject with other  donor governments. They have a l s o  in-  
cluded pressing f o r  increased a c t i v i t y  by the Development A s s i s t -  
ance Committee of the Organization f o r  Economic Cooperation and 
Development (OECD). U.S. representat ives  have a l s o  ins i s ted ,  i n  
a se r ies  of consortia organized by t he  In te rna t iona l  Bank f o r  
Reconstruction and Development (IBRD), t h a t  the  s i ze  of the U.S. 
contribution would be d i r ec t l y  r e l a t ed  t o  and conditioned on the  
amount other donors contribute. 

These e f fo r t s  have met with considerable success. Several 
European countr ies  and Japan have increased t h e i r  pledges of a id  
t o  underdeveloped countries.  The e f f o r t  t o  r a i s e  t he  $945 m i l -  
l i o n  needed f o r  support f o r  Pakistan's development was successful 
without increasing the U.S. pledge. I n  a number of cases donor 
countries were persuaded t o  extend assis tance on more l i b e r a l  
terms including subs tan t ia l ly  longer repayment periods and lower 
i n t e r e s t  r a t e s .  During 1960 and 1961 the flow of cap i t a l  from 
Europe, Canada, and Japan t o  the l e s s  developed countr ies  was 
nearly as la rge  a s  and increased f a s t e r  than the flow t o  them 
from the United S ta tes  although a la rge  proportion continues t o  
cons is t  of r e l a t i ve ly  shor t  term pr iva te  cap i ta l .  
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FOOD FOR PEACE Possible Amendments 

The abundant production of American farms i s  being used with other 
resources t o  h e l ~  l e s s  developed countries achieve balanced eco- 
npmic development, meet emergencies, and care for  t he  needy. 
Because of that abundance, needs a r e  being met abroad which might 
otherwise not be covered. To assure t he  most effect ive use of 
t h i s  U.S. resource, Food f o r  Peace programs a r e  closely coordi- 
nated within t he  broader program of froeign aid. They a r e  author- 
ized by t he  Agricultural Trade Development and Assistance Act of 
1954 (publ ic  l a w  480, as  amended). 

m e s  of Programs 

T i t l e  I of t he  a c t  authorizes s a l e s  of U.S. surplus agr icu l tura l  
commodities t o  f r i end ly  countries f o r  t h e i r  own currency. Under 
long-term author i ty  provided i n  1961, programs of up t o  $&.> b i l -  

l i o n  may be undertaken during t he  three-year period ending 
December 31, 1964. Programs i n  any one calendar year a r e  l imited 
t o  $2.5 b i l l i on .  These do l la r  amounts r e f e r  t o  t he  cost  of com- 
modities t o  t he  Commodity Credit Corporation (CCC) and r e f l ec t  
domestic support pr ices ,  processing, storage, handling and t rans-  
portat ion costs .  The pr ices  a t  which commodities a r e  sold abroad 
f o r  do l la rs  o r  foreign currencies r e f l ec t  generally lower world 
market p r ices .  

T i t l e  I1 authorizes grants  of commodities held i n  stock by t he  CCC 
of t he  Department of Agriculture f o r  famine re l ie f  and other a s s i s t -  
ance, including ch i ld  feeding and, within cer tain l imitat ions,  pro- 
grams t o  promote economic development. Programs of up t o  $300 
mil l ion (CCC cos t )  plus carryover from previous years may be under- 
taken annually during each of t he  calendar years 1962 through 1964. 

T i t l e  I11 of  t he  a c t  authorizes donations of surplus foods from 
stocks held by t he  CCC t o  U.S. voluntary agencies, such a s  CARE, 
Church World Service, and Catholic Relief Services, and intergov- 
ernmental organizations, such a s  United Nations Internat ional  
Children's Bnergency Fund (UNICEF), f o r  d i s t r ibu t ion  t o  the  needy 
overseas. Donations of food t o  t he  needy i n  the United S ta tes  
and bar te r  t ransact ions a r e  a l s o  authorized under t h i s  t i t l e .  

T i t l e  IV of t he  a c t  authorizes long-term supply contracts  f o r  re-  
payment i n  do l la rs  over a maximum period of 20 years.  

Several wner13ments t a  the  l eg i s l a t i on  a r e  b e h g  propooc-7 t o  brsaden 
t he  authori ty  t o  use surplus ag r i cu l t u r a l  commodities abroad. 
b ~ n i l r n e n t . ~  t.o T i t l e  TI would ~ e r m i t  t he  use of an,, commodities 
determined t o  be surplus by the  Secretary of Agriculture, i n  accord- 
ance with Section 106 of the  ac t ,  ra ther  than t he  narrower range of 
commodities found i n  CCC stocks. 

Amendments t o  T i t l e  IV would expand the  purposes f o r  which s a l e s  
may be made t o  include market development. Sales  could be made t o  
pr iva te  t raders  t o  develop markets i n  underdeveloped countries.  
Terms of the  sa les  would be eased t o  allow repayments i n  reasonable 
annual installments ra ther  than requiring equal annual repayments 
and t o  extend the  grace period f o r  the  f i r s t  repayment from one t o  
two years. A new T i t l e  V is proposed which would authorize m u l t i -  
l a t e r a l  food programs through the  United Nations o r  other intergov- 
ernmentai organizations. 

Estimates of Cost and Value 

FY 1963 T i t l e  I and T i t l e  IV programs, including t he  annual incre- 
ments of long-term programs with India, Pakistan and several  other  
countries,  a r e  projected a t  $1.2 b i l l i on  a t  U.S. export market 
pr ices ,  compared t o  $1.4 b i l l i o n  f o r  FY 1962. The CCC cost  repre- 
sented by these programs w i l l  be 40 t o  50$ higher than the market 
value estimate. 

Vigorous e f f o r t s  w i l l  be made t o  s h i f t  from T i t l e  I t o  T i t l e  IV pro- 
grams i n  countries whose f inanc ia l  condition has improved su f f i -  
c ien t ly  t o  warrant a t r ans i t i on  t o  the  harder terms of T i t l e  IV. 
In addition, it i s  expected t h a t  T i t l e  IV programs can be developed 
with countries which have not been e l i g ib l e  f o r  T i t l e  I and where 
there  a r e  opportunities f o r  sa les  of surplus agr icu l tura l  commodi- 
t i e s .  

These estimates a r e  based on t he  assumption t h a t  a l l  agr icu l tura l  
co~modi t ies  e l i g i b l e  f o r  s a l e  under P.L. 480 and needed f o r  foreign 
assis tance purposes w i l l  be provided under P.L. 480 t o  t he  extent 
compatible with t he  leg is la t ion .  The Agency f o r  Internat ional  
Development (AID) estimates, par t icu la r ly  f o r  Supporting Assistance, 
have been prepared on t h i s  basis .  Where these needs cannot be met 
under P.L. 480, requested appropriations f o r  Supporting Assistance 
would be inadequate t o  meet t he  requirements of t he  program. 

The l a w  imposes no l im i t s  of time o r  arnount on T i t l e  I11 o r  IV. 
However, care  must be taken t o  assure t ha t  al1P.L. 480 programs 
do not displace commercial t ransact ions of t he  U.S. and f r iendly  
countries.  

Local currency proceeds of T i t l e  I sa les  may be used by t he  United 
S ta tes  f o r  several  purposes. Up t o  25$ may be used f o r  loans t o  
pr ivate ,  primarily U.S., business firms f o r  various purposes. 
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Loans and grants  may be made t o  foreign governments f o r  t he  common 
defense and t o  promote economic development. As a matter of policy, 
25s of t he  proceeds of each s a l e  a r e  reserved for U.S. expenses i n  
t he  country except i n  those instances i n  which the  United S ta tes  
has o r  expects t o  accumulate .currencies i n  excess of i t s  require- 
ments o r  wnere other conslaerazions j u s t i f y  a reduction i n  m e  u.5. 
share. The same policy i s  appl icable  t o  amounts s e t  as ide f o r  
loans t o  p r iva t e  enterprise .  Funds made available t o  foreign coun- 
t r i e s  f o r  economic development under P.L. 480 are provided on a 
loan basis  unless it i s  determined t h a t  there  i s  a ~ u b s t a n t i a l  ad- 
vantage t o  t h e  United S ta tes  i n  making a grant instead of a loan. 

The f u l l  amount of l oca l  currencies resu l t ing  from the  s a l e  of 
T i t l e  IV commodities within t he  purchasing countries i s  avai lable  
t o  t he  governments f o r  economic development. Where appropriate, 
understandings a r e  reached a t  t he  time T i t l e  I V  agreements a r e  
signed t o  assure t h a t  these funds w i l l  be used for  purposes con- 
s i s t e n t  ~ i t h  t he  objectives of t h ~  zi6pog--4. 

T i t l e  I1 ch i ld  feeding and economic development programs a r e  pro- 
jected a t  $86 mil l ion a t  export market value for  m 1963. !t'his 
compares with about $73 mil l ion a t  market value i n  M 1962. The 
long-term author i ty  of T i t l e  I1 has enhanced opportunities f o r  
undertaking economic development programs i n  cooperation with U.S. 
voluntary agencies, as  well a s  with fr iendly governments. Major 
emphasis i s  placed upon use of commodities f o r  pa r t  payment of 
wages i n  kind t o  needy people employed on sinple hprovement proj- 
e c t s .  Some expansion i n  ch i ld  feeding programs i s  expected, both 
under T i t l e  I1 and 111. m e r e  a re ,  however, cer tain l imit ing fac- 
t o r s  i n  t he  expansion of these types of programs, including scar- 
c i t y  of administrative capacity i n  most l e s s  developed countries 
and lack of l oca l  funds needed t o  cover non-food cos t s .  

The market value of commodities expected t o  be made ava i lab le  t o  
voluntary agencies i n  FY 1963 i s  estimated a t  $230 million, com- 
pared t o  $165 mil l ion during M 1962. It is estimated t h a t  65 m i l -  
l i o n  people w i l l  benefi t  from the  program, which w i l l  be car r ied  
out i n  110 countries and areas. 

THE PEACE CORPS 

The Peace Corps has put i n to  operation a new concept of U.S. Gov- 
ernment a c t l v i t y  abroad. Its purpose, a s  s ta ted by the  Congress, 
i s  threefold:  "to help the  peoples of in te res ted  countries and 
areas i r l  rneeurg ~11e i r  ueeuti l o r  ~r t r iueu  mupower, auu LU 11e~p pru- 
mote a be t t e r  understanding of the  American people on the  pa r t  of 
t he  peoples served and a be t t e r  understanding of other peoples on 
t he  pa r t  of t he  American people." 

To meet these ends, t he  Peace Corps provides careful ly selected and 
t ra ined  men and women of t he  United S t a t e s  who have volunteered 
t h e i r  services  t o  perform needed jobs i n  other  countries.  The work 
of t he  Peace Corps i s  qu i te  d i s t i n c t  from t h a t  of AID. The Peace 
Corps provides "middle l eve l  manpower" r a the r  than cap i t a l  goods o r  
high l eve l  "experts." I t s  contribution i s  made i n  the form of 
'human resources," i . e . ,  people made ava i lab le  t o  l e s s  developed 
meas  where, throl@i ~nrkir!!,  t e ~ c h i n g ,  o r  61x~eySring~ they car? help 
t he  peoples of in te res ted  countries t o  help themselves. 

The Peace Corps consis ts  of volunteer personnel ra ther  ihan career 
employees. It aims a t  f i l l i n g  t he  exis t ing gap i n  the  l e s s  devel- 
oped countries between t he  usually abundant supply of unskilled 
labor and high-level advisors and technicians from both indigenous 
and foreign assis tance sources. 

Peace Corps volunteers a r e  not advisors but workers and doers f i l l -  
ing a manpower need. They work within t he  s t ruc ture  of t he  host 
country's government o r  p r iva te  i n s t i t u t i ons ,  frequently as  sub- 
ordinates t o  host country nat ionals  and subject t o  host country 
administrative and d isc ip l inary  procedures. Whether they teach, 
survey, o r  engage i n  community development programs t h e i r  work is  
always under o r  alongside host country advisors o r  co-workers. 
They receive no diplomatic immunities o r  pr ivi leges.  

As  of February 15, 1962, 11-112 months a f t e r  t he  establishment of 
t he  Peace Corps and seven and a half  months a f t e r  t he  f i r s t  candi- 
dates entered t raining,  t he  Peace Corps had some 888 volunteers i n  



senrice or in training f o r  13 countries. Since the f i r s t  volun- 
t ee r s  went overseas i n  A x g u t  1961 t o  take up the i r  duties a s  
teachers in Ghana, members of the  Peace Corps have been following 
In increasing numbers t o  host countries on three continents. 

The range of f ie lds  i n  which the Peace Corps has been asked t o  help 
is both vast and challenging. In Thailand, 45 professionally qual- 
i f i ed  volunteers wl l l  work this year as teachers i n  that  country's 
badly-understsffed educational system and a s  entomologists and 
Laboratory techniclans assist ing i n  a nationwide campaign t o  eradi- 
cate malaria. Some 26 Peace Corps volunteers a re  in the Punjab 
S ta te  of India a t  work on an agricultural  project t o  increase food 
production for  that  country's expanding population of 440 million 
people. On the West Indian island of St .  Lucia, a team of 15 Peace 
Corps volunteers a re  engaged in a ru ra l  development project whlch, 
through increasing agricultural  yields by modernizing methods, may 
serve as a p i lo t  program f o r  other Islande i n  the region. Thirty- 
f ive  engineers, surveyors and geologists campose another Peace 
Corps team which wl l l  survey and build roads into TBnganyika's back 
country while performiag p re lh lna ry  geological mapping fo r  explor- 
a t ion of mineral resources. Other Pesce Corps teams a re  currently 
at work or on the i r  wa.y t o  assignments i n  other countries includ- 
ing: Nigeria, Colombia, Ghana, Maya, the Philippines, Chile, 
Pakistan, Brazil and Sierra  Leone. 

!Che majority of Peace Corps volunteers a t  present are  teachers with 
experience a t  evezy academic level  from elementary school t o  spe- 
cial ized university post-graduate instruction. While thei r  na- 
t i J e  command of English qualif ies them as  both teachers and ex- 
amples in  the eyes and ears of the indigenous populations, P e ~ c e  
Corps volunteers make every e f fo r t  t o  communicate in the language 
of the host country. To t h i s  end, Peace Corps Americans are 
studying and acquiring familiari ty with languages ranging from 
'l'hai and Bengali t o  the h r i  of Ghana and Krio, a tongue of the 
Sierra Leone hinterland. 

.Bdustrial.ized countries which share membership wlth the United 
States in the Organization por Eeonamic Cooperation and Develop 
ment (o~Q)) and its Development Assistance Comlttee (IIAc) b m e  
markedly increased t h e i r  aid efforts  in the past few years. The 
t o t a l  net capital  flow (public and private) fmm these countries 
t o  less  developed ar- increased about 40$ over the  period 1956- 
1960, from $3 bi l l ion  in 1956 t o  &.2 bi l l lon  in 1960. Part of 
t h i s  increase is. at tr ibutable t o  greater participation by coun- 
t r i e s  which hwe only recently developed assistance programs. 
Another pest is at tr ibutable t o  growing contributione t o  inter- 
national organizations. 

But growing volume teUB only part of the story. IQnch dollar  of 
assistance is now making a greater contribution to economic devel- 
opment because tenns of assistance hwe been significantly l l b e ~  
alized by many donors and are bet ter  adapted t o  different  
situations i n  recipient countries. Duplication is less  and coor- 
dination greater because of increasing wneultation in the Devel- 
opment Assistance Connnittee, a t  capit-, and in the f ie ld .  

Between 1956 and 1960 the flow of assistance to less  developed 
areas from the aECD and RAC industrialized countries, other than 
the  United States, in o f f i c i a l  grants, loan6 of greater than f ive  
years, and contributione t o  international organizations rose from 
$1 bil l ion t o  $1.9 bil l ion.  I f  reparations, refinancing of loans, 
and-purchases of short-term International Bank for  Reconstruction 
& Development (IBRD) notes are also included, these types of gov- 
ernment disbursements in  1956 would have represented .45$ of gross 
national product (GNP) a t  market price of the donor countries. 
By 1960 the figure had risen t o  .62$. 

Grants rose about 679 over this five-year period, accounting f o r  
$I. bi l l lon in 1960. bans  over f ive  years (excluding refinancings) 
rose by 86s total ing about half a b i l l lon  in 1960, while contribu- 
t ions t o  multilateral agencies, including IBRD note purchase, more 
than tripled, and reached almost one-half b i l l ion  dollsrs  in 1960. 

Coordination of Assistance 

Not only have the floxe of assistance from Free World countries 
increased and the terms of a id  improved, but effo'rts t o  coordinate 
this assistance among donor couutries and international f inancial  
iast i tut ions have a b o  grown. The M C  of the OECD, mule up of 
Belgium, a3sada, France, West Qerm~ury, I t a ly ,  Japan, the Nether- 
Lands, Portugal, United gingdom, United States, and European 



AID FROM OTHERS (Continued) 

Economic Community ( Common Piarket ) , has made substant ial  progress 
i n  t h i s  a rea  i n  a variety of ways. 

An annual revlew bv DAC of t h e  nve r -~11  nid e f f o r t  nf s ~ ~ h  DAI: 
country i s  a major s tep  forward. The purpose of these reviews 
w i l l  be t o  assess each donor program with a view t o  increasing the  
magnitude and improving the terms and programming of aid,  and t o  
promoting greater  coordination of a id  ac t iv i t i e s  among a l l  DAC 
countries. The conclusions of these examinations w i l l  permit each 
t o  ascer ta in  more precisely where specif ic  coordination may be 
required. 

Agreement has a l so  been reached that special  coordinating teams 
might be established a t  the  suggestion of any member t o  exchange 
information and coordinate a id  projects or  programs f o r  spec i f ic  
p r io r i t y  recipient  countries. A team could, for  example, be 
formed t o  discuss a par t icu lar  project ,  the financing of a broader 
program, o r  the formation of a consortium t o  help finance the 
development plan of a country of importance t o  s w e r a l  members of 
DAC. The Chairman of QAC w i l l  play a leading role i n  the  opera- 
t i o n  of these consulting groups. 

The IHRD has a l so  taken the  lead i n  the coordination of interna- 
t i o n a l  financing a c t i v i t i e s .  Under the  Bank's auspices, f o r  
example, consortia were formed f o r  India and Pakistan and coordi- 
nated financing f o r  the  Indus River Settlement P h n  was in i t ia ted .  

The India consortium has met a number of times. The last formal 
meetings, a t  which a i d  contributions were discussed, took p h c e  i n  
k y  and June 1961. A t  the June meeting, the members undertook 
commitments of a id  t o  India to ta l ing  over $2 b i l l i on  f o r  the f i r s t  
two years of India's Third Five-Year PLan  arch 1961-April 1963). 
The United Sta tes  has indicated willingness t o  commit $1,045 m i l -  
l ion ,  of which $500 million is contingent on further  contributions 
of others. With these large commitments, Indla was able t o  hunch 
i ts  Third Five-Year P h n  of economic development with confidence. 
The present members of the India consortium are  the  United Sta tes ,  
the  United Kingdom, Germany, Canada, France, Japan, and the IBRD. 
The consortium met i n  January 1962 t o  review the progress and i s  
scheduled t o  meet again i n  k y  1962. 

The th i rd  meeting of the  consortium f o r  Pakistan was held i n  
January 1962, a t  which time agreement was reached t o  provide $945 
million i n  support of the  second and th i rd  years (JUQ 1, 1961- 
June 30, 1963 ) of Pakistan's Second Five-Year Phn .  The U.S. p o r  
t i on  of t h i s  commitment was $500 million. Members of the  Pakistan 
Consortium a r e  the  same a s  f o r  India. 
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The IBRD has a lso  taken the lead i n  arranging internat ional  
financing of the Indus Waters Development Plan. This includes 
agreement on plans and financing by India and Pakistan and 
nc-<-+---r . --- - 5.;- zther 3 z x r s ,  incl;rl::-~ t h c  :ERE. ZLc L v t i r l  C V I J ~  

of the project was original ly estimated a t  about $900 million, 
but i s  now expected t o  exceed t h i s  sum by a substant ial  amount. 
In addit ion t o  the IBRD, the  United Sta tes ,  United Kingdom, 
Germany, Australia, and New Zeahnd are  making contributions t o  
the Indus P h n .  

Contributions of Internat ional  Organizations 

The IBRD, i n  addition, has made subs tant ia l  contributions in 
other  areas of the  world. Twenty-swen new loans amounting t o  
9610 million were made during FY 1961 (ending June 1961). From 
July t o  December 1961, an addit ional  $400 million of lending 
brought the  t o t a l  value of commitments t o  96.1 b i l l i on .  About 
two-thirds of the Bank's lending i s  fo r  basic investment i n  trans- 
portation and e l ec t r i c  power. In t h e  past  few years loans f o r  
t ransportat ion have been slowly drawing ahead. &rent IBRD 
operations a re  en t i re ly  financed by repayments, by sa le  of bonds 
abroad o r  t o  private investors i n  the United Sta tes ,  o r  by d r a w -  
ing on the subscriptions of other member governments. 

I n  September 1960 the  k n k  i t s e l f  was joinea a new a f f i l i a t e ,  
the Internat ional  Development Association (IDA "5 , designed t o  a id  
economic growth with credi ts  bearing l e s s  heavily on the balance 
of payments of less  developed countries than more conventional 
terms. As of December 31, 1961, IDA had loaned the  equivalent 
of $181 million i n  the form of 50-year c redi t s  f r e e  of i n t e re s t ,  
but carrying a small service charge, t o  t en  countries. The IDA 
has a capi ta l  of $l b i l l i o n  of which $320 million was subscribed 
by the United States ,  over $400 million by other  industr ial ized 
countries, and the remainder by other members. 

The InterAmerican Development Esnk (IDB), a l so  a newcomer t o  
the  f i e l d  of internat ional  financing, made its f i r s t  loan on 
February 3, 1961 t o  Peru. As of December 31, 1961, the IDB had 
authorized, i n  U.S. dol la rs  and member currencies, loans to ta l -  
ing the equivalent of $178 million from i ts  own resources. The 
Bank is  making capi ta l  a v a i h b l e  i n  many f i e ld s ,  including agri- 
culture, industry, transportation, i r r i ga t ion ,  h n d  settlement, 
and housing. The IDB also has a cap i t a l  of $1 bi l l i on ,  of which 
the  U.S. subscription is  $450 million, consisting of $350 mil l ion 
toward the Bank's capi ta l  stock (of which $150 million w i l l  be 
paid i n  and $200 million w i l l  remain a s  a contingent l i a b i l i t y )  



1956 - 1960 
(Billions of Dollars) 

Total 1956-60= $76 Billion 

1958 
Calendar Years 

* Excludes loans of from 1-5 years, consolidotian credits, reparations, ond purchoses of IBRD loans and bonds. 
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AID FROM (Continued) 

and $100 million toward the Funa fo r  Special Dperations. Central 
and South American countries have subscribed the remainder of the 
IDB f ~ n d s  

The International Finance Corporation (uc), formed i n  1956, i s  
meant t o  further economic development by encouraging grovth of 
investment in productive private enterprise in i t s  member coun- 
t r i e s ,  part icularly i n  the less  developed areas. bans and equity 
capi ta l  committed through December 1$1 totaled $58 d i o n ,  of 
which $38 million has been disbursed. The IFC has an authorized 
capi ta l  of $100 million, of which the United States subscribed 
359. 

The in teres t  ra te  charged by the IFC ranges from 5 to 105, plus 
conditional payments dependent on earnings and options on shares. 
inveskments -have been m i n i .  i n  manufacturing, processbg and min- 
ing enterprises, v i t h  the majoriky of the funds going t o  Iatin 
America. 

The United Nations (u.N.), thmugh its Special Fund and regular 
and expanded programs of technical assistance, i s  also rnaklng re- 
sources available f o r  development i n  many parts of the world. The 
Special Fund provides assistance in the form of demonstration and 
pi lo t  projects, preinvestment Eurveys, and aid t o  training, re- 
search and planning inst i tut ions.  During calendar year 1$1, 90 
pmjects  were approved involving Special hrnd allocations of $17 
million. This brought t o t a l  a m c a t i o n s  t o  $169 million. 

During 1$0 t o t a l  program of the U.N. expanded program f o r  tech- 
n ica l  assistance amounted t o  834 million. The 1961 program, 
planned a t  !$bk million, emphasizes education and training in all 
areas of ac t iv i ty  and allocates a much higher proportion of funds 
t o  Africa. These programs axe financed by voluntary contributions 
of U.N. member nations. The United States has pledged it w i l l  
match contributions of other countries up t o  40% of the t o t a l  
program . 

I n  addition t o  i t s  role in U.N. ac t iv i t ies ,  as noted eleevhere, 
the United States participated actively i n  the economic progmam 
of w1c.h reqfonrzl o r ~ n i z a t i n m  ass the & l a n ? ~  P l a n  m d  the 
Organization of American States (QAS). 

The International Development Organization Staff  

AID has recentG activated a new s taf f  t o  provide a foam v i th in  
the agency on the a id  efforts  of other governments and multilat- 
e r a l  organizations and on the needs f o r  coordination of these 
ef for ts  with our own. This uni t  called the International -el- 
opment Organizations Staff (1~061, is headed by a top level  career 
officer vho reports t o  the Deputy Administrator. IDCB is respon- 
s ib le  f o r  U.S. ef for ts  t o  secure larger and more effective develap 
ment a id  contributions from other industrialized countries, a more 
equitable sharing of the burden of foreign aid, and a better  coop 
dination of b i l a t e r s l  and multi latersl  aid efforts .  It pursues 
these objectives with regard both to economic and technical 
assistance t o  less  developed countries. For t h i s  purpose, 
w i l l  backstop U.8. participation i n  the M C  of the OECD and w i l l  
coordinate U.S. aid ef for ts  with those of other b i l s t e d  donors 
and the U.N., the IERD, IDA, IFC and the Colombo Plan. Adminis- 
t ra t ively ,  the se t t ing up of IDCB a lso  represents a streamlining 
of organization inasmuch as  it centrsllzes in AID mult i lateral  
deqelopment functions that heretofore have been par t ia l ly  located 
in the diplomatic side of the Department and part;ially dispersed 
among the geographical bureaus of AID. 
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MILITARY ASSISTANCE PROGRAM 

The ~ l i l i t a r y  A s E ~ E ~ ~ ~ I c ~  Program ( M A P )  i s  sn important and integral  
part of the  U.S. t o t a l  defense effort .  It i s  the vehicle of 
U.S. participation i n  the Free World collective security undertak- 
ing which a l l i e s  the United States with more than 40 independent 
nations. 

Through the  Military Assistance Program, and in accordance with 
the terms and conditions of mutual defense agreements entered into 
by the United States with individual governments and with regional 
organizations, such as W O ,  the Southeast Asia Treaty Organiza- 
t ion  (SWO), and the Organization of American States (OM), the 
United Sta tes  provides military equipment and related training on 
a grant a id ,  credit  assistance or sales basis. 

The relationship between the national security of the United States 
and the collective security of the Free World xas clearly described 
by the Chairman of the Joint Chiefs of Staff when, i n  June 1961, 
he to ld  the Senate Foreign Relations Committee that:  " I  look upon 
military assistance t o  our a l l i e s  as adding strength and depth to  
the mili tary posture of the United States. It enables our a l l i e s  
t o  organize, t r a i n  and equip units which enhance the capability of 
the Free World t o  meet the challenge of Communist aggression and 
subversion. No amount of money spent on our forces could give the 
United States a comparable asset of trained, well-equipped forces, 
familiar with the terrain, and i n  suitable position for immediate 
resistance t o  local  aggression. " General Lemnitzer also said: "I 
am speaking not only f o r  myself, but also on behalf of a l l  the 
members of the Joint Chiefs of Staff .  They join me i n  unanimously 
endorsing the essential i ty of the Military Assistance Program. " 

With the same unanimity, the Joint Chiefs have stated on the record 
that  they would not want one dollar added to  the budgets of thei r  
respective services i f  tha t  dollar had t o  come out of the Military 
Assistance Program. The statement ref lec ts  the clearly documented 
fac t  that  our investment i n  military assistance i s  one which pays 
high dividends i n  Free World defensive strength. While it i s  
impossible to  estimate the cost t o  the United States of providing 
the mili tary strength currently contributed by a l l i ed  forces which 
the Military Assistance Program has helped t o  t r a in  and equip, it 
i s  a fac t  tha t  a comparable increase i n  our own armed forces would 
be vastly more expensive than our annual investment i n  MAP. For 
example, the  cost of FY 1962 Army appropriations fo r  the mainte- 
nance of the two National Guard divisions called up i n  connection 

with the Berlin c r i s i s  and supporting units (73,000 men) has been 
estimated a t  $300 million. This amount i s  $70 million more than 
the military aseistance provided t o  maintain the Republic of 
Korea forces (including more than 15 divisions, over 50 vessels 
and almost a dozen squadrons or a i r c ra f t )  i n  the preceding f i s c a l  
year. This same $300 million i s  $77 million more than the sum of 
economic and military a id  required 
forces (including over 12 infantry 
se l s  and over a dozen squadrons of 

t o  support the Turkish armed 
divisions, more than 50 ves- 
a i r c ra f t )  i n  FY 1961. 

Comparative cost i s ,  however, only 
of the U.S. investment i n  military 
are  
and 

one measure of the productivity 
assistance. Equally important 

savings i n  American manpower A d  benefits of a l l i ed  solidari ty 
cooperation. If combat-effective local  forces were not avail- 

able t o  man the frontiers of freedom, many more American semice- 
men would be deployed overseas. Such a drain on our manpower 
reserves would have a serious adverse effect  on the national 
economy an6 an equaliy uncesirable impact on American famiiy and 
community l i f e .  Hardships and dislocations involved i n  the recent 
call-up of two National Guard divisions would be many t e e s  m u l t i -  
plied and magnified i f  the U.S. mili tary establishment were called 
upon t o  assume responsibil i t ies now being discharged by a l l i e d  
nations t o  which the United States i s  providing military ass is t -  
ance. 

The by-products of that  assistance a re  as important as i t s  func- 
t ion  in  f ac i l i t a t ing  maintenance of effectively trained and 
eq'uipped a l l i ed  forces. Because the delivery of military equip- 
ment and the training of a l l i ed  officers and men, both i n  the 
f i e l d  and a t  service schools i n  the United States, are  tangible 
evidence of U.S. commitment t o  the principle of Free World col- 
lec t ive  security, it encourages the self-defense efforts  of Free 
World nations and strengthens both the i r  w i l l  and ab i l i ty  t o  
r es i s t  Communist threats  and blandishments. Time and again the 
self-confidence developed a s  a resul t  of our assistance and moral 
support has been put t o  the t e s t ,  and country 'after  cquntry has 
demonstrated inflexible courage against Communist pressure. 

Military Aid and Economic Development 

Direct benefits t o  the military posture, the civil ian economy and 
the alliance system of the United States are not, however, the 
only important products of the Military Assistance Program. It i s  
also a v i ta l ly  important element of the comprehensive program of 
foreign assistance through which the President seeks t o  make the 
1960s a Decade of Development in a world a t  peace. 
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MILIlPARY ASSISTANCE PROGRAM (continued) 

Mil i tary assis tance provides the  securi ty which is indispensable 
t o  scund economic growth. The t ra in ing  slid equipanent furnished t o  
the armed forces of underdeveloped countries is  not designed t o  
promote an arms race,  t o  give unpopular regimes the  meme of 
entrenching themselves, o r  t o  establ ish military dictatorships.  
It is designed t o  help const i tut ional  governments maintain an ade- 
quate defense against  external aggression and in terna l  subversion, 
and t o  c rea te  a climate of s t a b i l i t y  and confidence prerequisi te  
t o  economic and soc ia l  progress. 

Both a s  a n  adjunct of foreign policy and a s  an in tegra l  par t  of 
our t o t a l  defense e f fo r t ,  mi l i ta ry  assistance has proven i t s  
effectiveness over a period of almost 13  years. During t h a t  time, 
while t h e  major emphasis i n  t he  U.S. defense establishment has 
been on increasing i ts  capabil i ty f o r  nuclear re ta l ia t ion ,  MAP- 
supported a l l i e d  forces have s teadi ly  grown i n  both qual i ta t ive  
a d  q a ~ t i t t i t i v e  conveiitionai strength t o  the point where they now 
represent a substant ial  and r e l i ab l e  element of the  Free World's 
t o t a l  capabil i ty f o r  l imited war. These forces r e f l e c t  t he  c ruc ia l  
importance of mi l i ta ry  assis tance t o  national and col lec t ive  
securi ty.  

Alliances a t  Work 

The NATO forces which represent the  m j o r  element of a l l i e d  
strength i n  dealing with the  Berlin c r i s i s  are perhaps the  most 
s t r ik ing  example of the  achievement of the Military Assistance 
Program. When the  NATO mil i ta ry  build-up began, short ly a f t e r  
enactment of t h e  MutM Defense Assistance A c t  i n  1949, Western 
Europe had prac t ica l ly  no defense capabil i ty o r  mobilization base. 
Now, l i t t l e  more than a decade l a t e r ,  t he  NATO forces which MAP 
has helped substant ial ly t o  equip and t r a i n  have proved and con- 
t inue  t o  demonstrate t h e i r  effectiveness a s  a deterrent' of para- 
mount importance. m e  degree t o  which they f lu s t r a t e  Communist 
objectives is repeatedly revealed by the  intensi ty of continuing 
Communist e f fo r t s  t o  divide and undermine the NATO a l l iance .  
Their relat ionship t o  our own national defense was strongly empha- 
s ized by the  Secretary of Defense when he recently t o l d  the  Senate 
Armed Services Committee t h a t  W O  represents the  balance of power 
i n  t h e  s truggle against communism. Considerations such a s  these 
f u l l y  jus t i fy  our past  investment i n  mil i tary assis tance t o  IYATO 
a l l i e s .  

The requirement f o r  increased a i d  t o  strengthen the  defense of 
l e s s  developed countries of the  Free World i s  r i s ing .  Fortunately, 
the  Western European NATO countries are, a t  the same time, f a s t  
approaching mil i tary self-sufficiency. Apart from modest t ra in ing  
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necessary t o  insure most e f fec t ive  use and maintenance of equip- 
ment previously provided by the  United Sta tes  under the  Military 
Assistance Program, and the  fulf i l lment  of pr ior  commitments, no 
npw ,5?-71t mo+rrifl yrc;yoa -,lz:ncc? Fy-ce, &rd~j.-, 

Luxembourg and the  United Kingdom. Grant a id  programs fo r  sev- 
e r a l  other NATO nations have been sharply reduced because the  
economies of these countries a r e  recovering so rapidly from the  
dras t ic  setbacks of World War 11. The present focus of mil i tary 
assistance t o  NATO is  on mul t i la te ra l  projects which promise the  
greatest.strengthening of a l l iance  defense and which are  d i rec t ly  
related t o  the  rapidly changing nature of t he  mi l i ta ry  threa t .  

On the other s ide  of the  globe, Japan, l i k e  our NATO partners, 
has developed a strong self-defenseecapability and mobilization 
base. Military Assistance Program support has enabled the  
Japanese t o  bulld from a token force  i n  1954 t o  the  present 
Ground Self -Def ense Force strength of s i x  modern divisions and 
one airborne brigade, a Maritime Self-Defense Force of over 50 
combat ships, several  hundred miscellaneous c ra f t  plus a growing 
antisubmarine warfare pa t ro l  a i r c r a f t  capability, and an Air 
Self-Defense Force largely equipped with j e t  f ighters .  The 1961 
Military Assistance Program f o r  Japan made possible: continued 
cost-shared production i n  Japan of F-104 a i r c ra f t ,  t o  the  t o t a l  
cost of which the  United Sta tes  contributes approximately 25$ (an 
amount more than of fse t  by Japanese purchases i n  t he  United 
S ta t e s  i n  connection with the  production of these a i r c r a f t ) ;  the  
improvement of Japan's mil i tary posture with other a i r  defense 
equipment; and continued delivery of American electronic and ord- 
nance equipment f o r  t he  Japanese shipbuilding program. The l a t -  
t e r  included f ire-control  equipment, antisuhmarine warfare gear, 
radars, and an t i a i r c ra f t  equipment. This enabled Japan t o  equip 
the  antisubmarine warfare ships she is  building t o  protect v i t a l  
sea approaches t o  Japan. 

Throughout t h e  Free World t h e  nature and amount of U.S. mil i tary 
assistance varies  with a number of pertinent fac tors .  Each coun- 
t r y  program i s  careful ly designed t o  provide only such equipment 
and training a s  is necessary t o  f i l l  the  gap between xfiat t h a t  
country is  doing f o r  i t s e l f  and what must be done t o  protect it 
from external aggression and in terna l  subversion. The premise of 
such decisions is  t h a t  Free World securi ty is indivisible.  The 
loss  of any non-Communist nation, whether by subversion o r  m i l i -  
t a ry  conquest, is unacceptable because it not only weakens the 
en t i r e  Free World but encourages fur ther  aggression and adds t o  
the  col lect ive s trength of t he  Sino-Soviet bloc what it subtracts 
from the  non-Communist community. 



For t h i s  reason alone, it i s  c lear ly  and urgently i n  t he  best  we continue t o  press our a l l i e s  t o  make maximum e f fo r t  on t h e i r  
in teres ts  of the  United S t a t e s  t o  assure Free World nations the  own behalf, prudent provision f u r  our own securi ty c lear ly  sup- 
means t o  defend themselves and t o  make the contribution t o  Free ports the wisdom of f i l l i n g  the gap between what our a l l i e s  con- 
World col lect ive securi ty on which we may count a s  an element of t r i bu te  and what a strong defense requires. The MLlitary 
the  t o t a l  mil i tary strength avai lable fo r  prompt and appropriate Assistance Program is both the  product and the instrument of that 
response t o  any aggression a t  any time o r  place. Therefore, while wisdom. It has f u l l y  proved i t s  effectiveness a s  a tool  of U.S. 

mil i tary and foreign policy. 





VOLUME I I 
REG l ONAL 



Volume I1 contains an unc lass i f i ed  presentat ion of reg iona l  and country programs. The e n t i r e  FY 1963 presentat ion 

cannot be shown herein  f o r  secur i ty  reasons. However, 's tatements f o r  each region, a s  w e l l  a s  s e l e c t i v e  and . i l lus-  

t r a t i v e  programs f o r  s e v e r a l  countries i n  each region, have been included. The country statements give h i s t o r i c a l  

program m t e r i a l ,  a current  country ana lys i s  apd a desc r ip t ion  of t h e  proposed FY 1963 program. The l eng th  of 

treatment of each country i s  a l s o  merely i l l u s t r a t i v e .  

More d e t a i l e d  information on each of t h e s e  countries,  a s  on a l l  countr ies  t o  which t h e  Agency f o r  In te rna t iona l  

Development (AID) gives assistance,.  i s  given i n  t h e  c l a s s i f  i e d  presentat ion volumes. 
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ALLLANCE FOR PROGRESS 

stands out, i n  fact ,  as almost the  only area of the continent Economic Assistance t o  Latin America 

PY 1961 FY 1 9 6 4  PY 1963 
Actual Estimated Propoe ed 

Ul iance  f o r  Progress Grants 68.6 lOg.3 100.0 

Alliance f o r  Progress Loans 133.3 188.4 ' 510.4 

Supporting Assistance 55.8 112.8 15.0 

Ekclclive of special earthquake re l ief  assistance t o  Chile. 
bJ Iiil~lLdZing m P  i=-m1iz. 

Loans approved as  of February 28, 1962. Excludes loans 
from the Inter-American Development Bank T m t  Fund. 

Pol i t ica l  Conditions i n  Latin America 

President Kennedy's proclamation of the Alliance fo r  Progress, on 
March 13, 1961 stated the purpose of the Alliance t o  be: 

" . . . t o  demonstrate . . . tha t  man's unsatisfied 
aspirat ion for economic progress and social justice 
can best be achieved by f ree  men working within a 
framework of democratic inst i tut ions.  " 

The proclamation forcefully called at tention t o  the fac t  tha t  an 
insistent  and effective demand for change i s  the  dominant po l i t i -  
ca l  keynote of the Western Hemisphere. It i s  i n  t h i s  demand f o r  
change that  the  opportunity l i e s  t o  accomplish the purpose of the 
Alliance f o r  Progress. 

The economic and social  i l l s  which it i s  the purpose of the A l l i -  
ance t o  overcome are  not new. However, both the prospects fo r  
overcoming them and the dangers of not facing them have increased. 

The opportunity fo r  pol i t ica l  expression i n  Latin America has 
moved forward rapidly and steadily during the  past decade. During 
the past year, fo r  example, the 31-year old. h v j i l l o  tyranny i n  
the Dominican Republic has given way t o  a new Council of Govern- 
ment which i s  providing the Dominican people once again with the 
opportunity f o r  pol i t ica l  expression. The tragic example of Cuba 

where retrogression rather than progress toward democratic oppor- 
iutiiy ib: ike ore- oi' the b y .  

It i s  undeniable, however, that  the progress toward f ree r  expres- 
sion, and the  intensified determination of large sectors of the 
population t o  use t h i s  freedom t o  achieve change fram the condi- 
t ions of poverty, disease, lack of education and lack of econolnic 
opportunity, also offer  an area into which the exploiters of die- 
content are  moving. Castro-communism and its Sino-Soviet manipu- 
la tors ,  although clearly and unanhously repudiated by the 
governments a t  the recent meeting of Foreign Ministers at Punta 
del Este, seek t o  spread the i r  subversive doctrine and t o  take 
advantage of every nationalist ic or loca l  prejudice i n  doing so. 
T,-lkevise, thc.re arc. i n  6ome places bllnd forcee of reection seek- 
ing opportunities t o  bring about stagnation -- a serioue chal- 
lenge t o  measures of self-help which a r e  essential  t o  attaining 
the goals of the  Alliance. 

In the Charter of Punta del  Este, agreed upon i n  August by all 
the governments' of the  American Republics except Cuba, the  goals 
and framework for  the  vast cooperative ef for t  were l a id  down. 
The cooperative nature of t h i s  program has been recognized by the 
steps yhich have been accomplished or  in i t i e t ed  by all of the  
governments. The incompatibility of communism -- the Marxist- 
Leninism which is trying t o  portray the Cuban tragedy as  the  only 
valid method of achieving the goals of the  Alliance fo r  Progress 
-- with the cooperative program of the Americas was affirmed by 
the American Governments a t  the Jenuary Punta del  Este meeting. 

The governments have begun t o  ac t  t o  demonstrate that  democratic 
regimes "can encompass all the ef for ts  f o r  economic advancement 
and a l l  the  measures for  improvement and social  progress without 
sacrif icing the fundamental values of the human being. As 
demonstrated by the almost unbounded enthusiasm with which Presi- 
dent Kennedy was received by the people of Venezuela and Colombia 
i n  December, these are  basic goals and programs i n  which the 
peoples of the Americas a re  prepared t o  join. Leadership, cour- 
age and capacity, which a r e  increasingly present i n  the i r  govern- 
ments, must ensure that  the  forces of obstruction and subversion 
do not undermine or destroy the common effor t .  



AIJXANCE FOR PROCRFSS (continued) 

Economic Conditions 

The average yearly increase of gross regional product of about 4s 
between 1948 and 1961 has permitted only a very small r i s e  i n  per 
capita income f o r  the h t i n  American population of 210 million, 
which has been grbwing a t  a r a t e  of 2-1/2$ per year. Furthermore, 
t he  pace of dwelopment has slackened i n  recent years. It is  es t i -  
mated that i n  1961 the regional gross product was approximately 
$62 b i l l ion;  i n  other words, per capita GNP was l e s s  than $300. 
O f  course, t he  regional averages conceal considerable variants  
among the  d i f ferent  economies. I n  some, production i s  expanding 
a t  a r a t e  suf f ic ien t  t o  r a i se  l iv ing  standards, while i n  others 
per capita  incomes have actual ly been declining. Moreover, the 
average f igures conceal the  vas t  differences i n  income between 
privileged groups and the majority of the people. 

There is  a need fo r  pLanned and determined act ion t o  promote more 
rapid economic growth. The need a r i s e s  because of present low 
levels ,  t he  explosive growth of the population, expected t o  average 
3% per year during the  s ix t i e s ,  and from the unfavorable trends 
and outlook f o r  exports. World demand fo r  primary products, which 
make up the  bulk of htin America's exports, has not increased 
rapidly and does not appear l ike ly  t o  do so. In  f ac t ,  t o t a l  ex- 
port  earnings of h t i n  American Republics (not including Cuba and 
VenezueLa) i n  dol la r  values were actual ly lower i n  1960 than i n  
1951. 

With the  export sec tor  a shrinking proportion of t h e i r  economy and 
with world markets f o r  t he i r  t r ad i t i ona l  exports unlikely t o  ex- 
pand rapidly, h t i n  American countries a r e  forced t o  look t o  the 
development of t h e i r  domestic markets t o  provide the  base f o r  
accelerat ion of economic growth. 

In  terms of manpower u t i l i za t ion ,  h t i n  America is  predominantly 
agr icu l tura l ,  with about half of the Labor force i n  that sector. 
Bowever, agr icu l ture  represents a much smaller share of gross 
product, due t o  the  l o w  Labor productivity, which i s  i n  turn a re- 
s u l t  of an antiquated agrarian s t ruc ture  and technology. 

I n  h t i n  America 1961 was a year of mixed resul t s .  Some countries, 
such a s  Argentina and VenezueLa, showed strong advances i n  produc 
t i o n  and employment. On t he  other hand, balance of payments and 
inf la t ion  problems became more prevalent i n  t h e  area, a s  fo r  exam- 
p l e  i n  Brazil,  Argentina, Chile and Colombia. 

Cr i t ica l  Needs f o r  Growth 

I f  the reLative stagnation of the f i f t i e s  i s  t o  be converted in to  
rapid economic growth and soc ia l  progress i n  the s ix t i e s ,  a number 
of far-reaching changes a r e  essent ia l .  An increased flow of c a p  
i t a l  from outside can be important, both i n  i t s e l f  and a s  a stFmu- 
l u s  t o  other actions. But the needs f o r  i n s t i t u t iona l  change and 
reform and imprwed al locat ion of resources by the h t i n  American 
countries themselves a r e  c r i t i c a l .  

The importance of self-help and reform measures can scarcely be 
overemphasized. While t he  par t icu lar  measures needed w i l l  vary 
from one country t o  another, a l l  need in s t i t u t iona l  and s t r u c  
t u r a l  changes t o  f a c i l i t a t e  more rapid economic and soc ia l  growth 
and t o  achieve a self-sustaining r a t e  of growth. 

In a l l  countries increased public revenues a re  essential .  This 
must be achieved both through improvements i n  t ax  administration 
and collection and through judicious increases i n  the  tax  rates .  
In many countries the tax systems a r e  regressive t o  an extreme 
degree and successful t ax  reforms w i l l  often include the change 
t o  a more progressive system. In f a r  instances do exist ing t ax  
systems contain ef fec t ive  incentive features.  AB t a x  reforms a re  
developed they should include incentives t o  encourage savings and 
productive investment. 

In a l l  countries improvement i n  agricul ture i s  needed. Greatly 
improved f a c i l i t i e s  f o r  agr icu l tura l  c redi t  f o r  small-scale farm- 
ers  coupled with extension services would contribute s igni f i -  
cantly t o  increased agr icul tura l  productivity and output and t o  
improved opportunities and be t t e r  l i ves  f o r  such farmers. In  a 
number of areas redistr ibut ion of Large estates ,  often ineffi- 
cient ly used, t o  those who cul t iva te  t he  Land would bring f a r  
greater  po l i t i ca l  s t a b i l i t y .  RecLannrtion and settlement programs 
on presently unused Land, the  building of roads in to  inaccessible 
areas, and other programs t o  make agricul ture more productive 
would also provide valuable contributions t o  p o l i t i c a l  s t a b i l i t y  
and enlarged opportunities fo r  the Large r u r a l  populations. 

In  the f i e ld  of education expanded f a c i l i t i e s  i n  the  form of class- 
rooms, trained teachers and materials a r e  needed on a massive 
scale. Human resources can best  be imprwed through education; 
i t s  contribution t o  long-run economic growth has no para l le l .  The 
annual costs of maintaining such a program, howwer, w i l l  pLace a 
heavy burden on the public budget and t h i s  points up the essenti- 
a l i t y  of increasing government revenues. 
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Other major f i e ld s  i n  which signif icant  requirements ex is t  f o r  
s e l f  -help and reform measures include government administration, 
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Measures In i t i a t ed  

A number of s teps  have already been taken, part icularly since the  
Act of Bogota i n  1960, which demonstrate the  growing rea l iza t ion  
among Latin American countries of the  nature of the problem and a 
determination t o  move. Some countries, of course, a r e  moving 
f a s t e r  than others. Moreover, most of the  measures which have 
been i n i t i a t e d  w i l l  require further  modification before reaching 
a wholly e f fec t ive  stage. 

Ekamples of self-help and reform measures a re  indicated below: 

Argentina, reversing the  trend of the  Peron era, i n  1958 
opened up the o i l  resources of the  country to  foreign explor- 
ation. As a r e su l t  Argentina i s  now substantially s e l f -  
suf f ic ien t  i n  o i l ,  saving about $280 million annually i n  for -  
eign exchange. 

Bolivia has improved i ts  revenue col lect ion and administra- 
t ion ,  resul t ing i n  an increase of 30$ i n  customs collections 
and 10$ i n  other taxes. 

Since August 1960, i n  a step-up of the  agrarian reform pro- 
gram, Bolivia granted 71,000 land t i t l e s  t o  small-scale 
farmers . 
In BFazil, a comprehensive five-year development plan f o r  the  
depressed Northeast region has been completed and the  Brazil- 
ian  Congress has appropriated funds f o r  the f i r s t  year equiv- 
a len t  t o  $100 million. 

Over-all development plans of a t  l ea s t  a preliminary nature 
have been prepared and submitted t o  international machinery 
f o r  review by the  Governments of Chile, Colombia and Bolivia. 
It i s  expected tha t  Venezuela w i l l  submit i t s  plan soon. 
Other countries a r e  i n  the process of deceloping long-term 
plans o r  organizing machinery t o  do so. 

In  November 1960 Colombia enacted an agrarian reform law pro- 
d d i n g  f o r  t he  redistr ibut ion of inadequately used land. 

(7) In E l  Salvador, a bloodless coup d ' e t a t  established a 
civi l ian-mil i tary Directorate i n  January 1961 which pledged 
i t s e l f  t o  holding f r ee  elect ions and t o  in s t i t u t ing  a soc i a l  
reform program i n  l i n e  with the  principles of the  Act of 
%,+tb. A iiiiiiiibei of l z f o r l l ~  werbr p u b  ~ u b u  el'lecz inciuding 
increased income taxes, minimum wage leg is la t ion  both fo r  
urban and farm workers, establishment of minimum dietary 
standards t o  be provided farm workers, and adoption and 
implementation of a f inancia l  s t ab i l i za t ion  program i n  coop- 
eration with the  IMF. In December 1961 the  f r e e  elect ion 
pledge was fu l f i l l ed .  In t h i s  elect ion the  candidates sup- 
porting the government and i t s  reform program won all of the  
sea ts  i n  the 54-man Assembly. 

(8) Wfective July 1, 1961, Uruguay adopted an income t ax  with a 
base of lo$ plus a progressive r a t e  ranging up t o  302. This 
i s  the  f i r s t  income t ax  law i n  the  country's history. 

(9) In 1960 Venezuela adopted a land reform program and has 
already r e se t t l ed  40,000 families on 3,000,000 acres of land. 
During h i s  v i s i t  t o  Venezuela, President Kennedy distr ibuted 
land t i t l e s  under t h i s  program. 

(10) Since 1958, i n  Venezuela primary school enrollment has 
increased well over 502; secondary school enrollment has 
doubled; teacher t raining enrollment has quadrupled. 

Evaluation of the  significance of a specif ic  measure m u s t  take 
into account improvements i n  comparison with past  e f for t s  a s  well 
a's a comparison of the  ef for t  with the  need; the  evaluation muet 
be re la t ive  as  well a s  absolute. Evaluation of a country's reso- 
l u t ion  as well as  i ts  progress must not only be i n  t e r n  of ape- 
c i f i c  measures but a l so  i n  terms of over-al l  e f fo r t  a s  ref lected 
i n  changing a t t i tudes  and approaches. 

External a id  w i l l  be most effect ive i f  it i s  made available a t  
t he  optimum time t o  support national plans and programs -- not 
just  made avai lable l a t e r  a s  a reward f o r  national accomplishment. 
It w i l l  thus not be easy t o  s t r i k e  a proper balance between avoid- 
ing inadequate assurance of self-help on the  one hand and over- 
insis tence on performance i n  advance on the other. Yet e i ther  
extreme can seriously reduce the  effectiveness of the  program. 

The adoption of self-help and reform measures is  a complex and 
often lengthy process. If, f o r  example, a specif ic  t ax  reform 
measure should b'e proposed, it must (1) be prepared and approved 

Compensation would depend upon the  s i ze  and present use of 
landholdings and would vary from 20$ cash plus f ive-year bonds 

by the  government addlinistration, (2) introduced and debated i n  
Congress, (3) very probably revised i n  the  Congress, (4) a f t e r  

t o  ~ 5 - ~ e a r - 2 $  in t e re s t  bonds f o r  large unused estates .  
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passage by the  Congress, enforced and administered by t h e  
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government. Fram the  beginning t o  the  completion of t h i s  process 
a great  deal  of time may be required in a country where democratic 
processes a re  followed. 

The need f o r  spec i f ic  self-help and reform measures must be judged 
in terms of the  economic s i t ua t ion  i n ' t h e  p a r t i c u r  country, t he  
probable e f fec ts  of the  measure and its potent ia l  contribution t o  
growth a s  well a s  t he  s trength and nature of the  p o l i t i c a l  forces 
concerned with it. 

In  the  past,  much investment i n  Latin America has been misdirected. 
Low p r io r i t y  a c t i v i t i e s  have been undertaken while urgent needs 
went m e t ;  construction has often been in i t i a t ed  and then delayed 
f o r  years f o r  lack of funds; plants  have frequently been p a r t i a l l y  
i d l e  fo r  lack of markets o r  lack of raw materials o r  power. And 
t he  t o t a l  e f fo r t  has generally been improperly related,  o r  not 
r e l a t ed  a t  a l l ,  t o  f i s c a l  and balance of payments considerations. 

In t he  Charter of Pmta d e l  Este it w a s  agreed tha t  national devel- 
opment plans would be valuable guides t o  countries i n  direct ing 
the  use of avai lable resources and i n  developing measures t o  make 
the  national e f for t  more effect ive.  The general content of a 
developnent plan was specif ied i n  the  Charter. 

In t h e  public sector, progmms and-projects, which have an impact 
u p n  the  government budget, m u l d  be specified and developed i n  
de t a i l ,  t h e i r  p r i o r i t i e s  indicated, and t h e i r  financing provided 
fo r .  In t he  private sec tor  much l e s s  specif ic  treatment of pro- 
grams and projects  could be included, except insofar  a s  private 
investors have presented t h e i r  own plans. For the  private sector  
t he  principal  elements i n  t he  nat ional  plan muld  concern govern- 
mental pol ic ies  and measures designed t o  encowage and influence 
investment. 

Internat ional  assis tance a s  well a s  assis tance from other  govern- 
ments would be offered countries i n  creating t h e i r  planning egen- 
c ies  and t ra in ing  s t a f f  and i n  the  formuhtion of plans. 

A panel of nine experts was created and attached t o  the  Pan 
American Union f o r  the  purpose of reviewing plans, which a re  sub- 
mitted t o  it, and offering s w e s t i o n s  t o  the  government f o r  modi- 
fying and strengthening the  plan. After being sa t i s f i ed  with the  
resu l t s ,  the panel would be prepared t o  of fer  camments and recom- 
mendations concerning t h e  plan t o  appropriate financing sources. 

A t  the request of a government, and a f t e r  an adequate review has 
been made of t he  plan, a fiaancing ins t i tu t ion ,  such as the  IBRD 
or  the IDB, might be prepared t o  organize a group of internat ional  
ins t i tu t ions  and interested governments t o  consider coordinated 
arrangements t o  a s s i s t  i n  financing the external resources needed 
t o  implement t he  plan. 

Proposed Pro~ram f o r  FY 1963 

Lendiw for  Economic and Social Develoment. In FY 1963 some 
major countries may reach the  s tege with evaluated comprehensive 
development plans when it w i l l  be i n  the U.S. in te res t  t o  make a 
long-range development financing commitment together with other 
industrialized countries and internat ional  f inancia l  ins t i tu t ions .  
This support might i n  some cases encompass both general program 
support -- that is, capi ta l  goods and indus t r ia l  raw materials -- 
and funding f o r  particulax development projects.  For other coun- 
t r i e s  it w i l l  be necessary t o  provide development financing proj- 
ec ts  tha t  w i l l  f i t  into fu ture  development plans of the country. 
In FY 1961 development lending commitments totaled $133 million, 
i n  FY 1962 the  l eve l  of lending from the IDB Social Progress 
Trust Fund, Development Lending and other sources wi l l  be up sub- 
s tan t ia l ly ;  the  FY 1963 l eve l  is an estimated $685 million ($510 
million requested fo r  FY 1963 and $175 million DB  rust ~ u n d ) .  

Grants for  Development. The $100 million grant program requested 
for  FY 1963 f o r  assis tance t o  educational development, planning 
and better  government administration and improved ru ra l  i n s t i t u -  
t ions is s l igh t ly  below the  estimated FY 1962 leve l .  These 
ac t iv i t ies ,  which a re  individually not massive, a r e  v i t a l  ingre- 
dients t o  the  development of human s k i l l s  and ins t i tu t ions  neces- 
sary t o  successful developent  . However, it is planned t o  keep 
all these a c t i v i t i e s  under review a s  t o  t h e i r  effectiveness i n  
l i gh t  of the  new c r i t e r i a  and the a b i l i t y  t o  accelerate the  s h i f t  
t o  reliance on development lending. 

Supportinti: Assistance. A $15 mil l ion program of supporting 
assistance i s  proposed f o r  FY 1963, a major reduction from FY 1961 
and FY 1962 levels .  This is based on favorable assumptions tha t  
developent a i d  w i l l  provide an adequate subs t i tu te  and bring 
about the necessary growth. However, there  remains a continuing 
need f o r  supporting a i d  aimed a t  p o l i t i c a l  and economic s t a b i l i t y  
which may need t o  be supplemented a t  any time given the ever- 
changing picture i n  the  Latin American scene. 
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Machinery f o r  Administration of Programs i n  Ia t in  America. As our 
programs are  i n  the  f i r s t  phase of major reorientation, so are  the  
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L Y L C I - I I ~ ~ ~  co Y C L V ~ I D U ~ C L  u i L  avtriia;bie t o  administer ass ls t -  
ance programs. The United States has placed major emphasis on 
strengthening the  Latin American ins t i tu t ions ,  both national and 
mult i lateral .  A s  an important objective of the  Alliance fo r  
Progress t h i s  has been expressed through various forms of U.S. 
support t o  the  Inter-American Dwelopment Bank (IDB), t he  Organiza- 
t i o n  of American States (OAS) ,  the  U.N. Economic Commission fo r  
I a t i n  America (WECIA) and the  Panel of Experts. 

The Inter-American Dwelopment Bank is  currently administering a 
Social  Progress Trust Fund established by the  United States with 
a contribution of $394 million. Under the Agreement between the  
United Sta tes  and the  Bank loans are  &P from the Truet Tor the  
following four ac t iv i t i e s :  (1)  land settlement and f u l l  land-use; 
(2)  low income housing; (3)  commnity water supplies and sanita- 
t ion ,  and (4) advanced education and training. It is  estimated 
t h a t  i n  the  f i r s t  year of operation the  Bank w i l l  have committed 
$225 million. 

M e r  a contract with the  U.S. Government the  Organization of 
American Sta tes  has undertaken ef for ts  which are  aimed a t  strength- 
ening national  and regional development planning i n  I a t i n  America, 
including t h e  f i e lds  of education, public health, and public admin- 
i s t r a t ion .  The techniques employed by the OAS include special 
missions, seminars, and tralning programs. Under the  auspices of 
the  OAS and the  terms of the  Charter a t  Punta del Este a nine-man 
panel of experts has been organized t o  rwiew and analyze the  com- 
prehensive plans as  submitted by gwernments. This panel consists 
of outstanding I a t i n  American and U.S. experts in the  f i e l d  of 
dwelopment planning. 

The U.N. Economic Commission f o r  Latin America also plans an impor- 
t a n t  ro le  i n  conducting economic studies useful i n  t h e  dwelopment 
process. It has organized an Economic Dwelopment Ins t i tu t e  i n  
Santiago t o  provide top l w e l  t raining fo r  persons engaged i n  
national d e c i s i o n - d i n g  processes on the u t i l i za t ion  of available 
resources . 
The FY 1963 program does not presently contemplate a supplementa- 
t i on  of the  resources available t o  the  mult i lateral  ins t i tu t ions  
fo r  t h e i r  planned ac t iv i t i e s .  The Agency f o r  International Dwel- 
opment is the  principal  instrument t o  administer U.S. assistance 
i n  FY 1963. Its focus w i l l  be primarily on the  dwelopment plans 
which a r e  being analyzed and reviewed through mul t i la tera l  channelr 

of the  OAS panel of experts, the  IDB, the World Bsnk, or the  
Organization f o r  European Economic Cooperation and Dwelopment. 
In addition, it w i l l  continue t o  prwide  financing for  dwelopment 
loans and grants. 

In t h i s  f i r s t  year of u t i l i z ing  mul t i la tera l  machineq, it has 
become evident tha t  hard and f a s t  delineation of responsib i l i t ies  
between the  various ins t i tu t ions  is not practicable. The work of 
the financing ins t i tu t ions  and the U.S. own b i l a t e r a l  e f for ts  must 
complement each other and must operate i n  a framework of close 
coordination. There has t o  be a recognition of each other's ro le  
but t h i s  cannot be confined t o  individual function tasks o r  activ- 
i t i e s .  

Both the  mul t i la tera l  ins t i tu t ions  and t he  U.S. agencies engaged 
i n  prwiding assistance have agreed that there is no subs t i tu te  
fo r  close -working r eh i ionsh ips  in  bringing about effect ive admin- 
i s t r a t ion .  This has been encouraged within the  U.6. Government 
through an Alliance f o r  Progress Committee, headed by the  U.S. 
Coordinator fo r  the  Alliance, with membership from the various 
U.S. Government agencies concerned with the  economic and socia l  
development of I&in America, and the  U.S. representatives t o  the  
mul t i la tera l  agencies. I n  addition t o  the  day-to-llay working 
relationships with the international  ins t i tu t ions ,  there a r e  exist- 
ing formal mechanisms which consider the  various a c t i v i t i e s  on a 
country-by- country basis. 

All of the  organizational arrangements and working relationships 
have yet t o  be fully tes ted  and imprwements w i l l  take place i n  
t h e i r  wolution.  Advances a r e  being made both in Washington and 
abroad by increasing authority and responsibi l i t ies  of the  off i-  
c i a l s  charged with carrying out the Alliance fo r  Progress. 

New Directions in AID Programs. In the  Latin American region a 
dras t ic  and dramatic change i s  taking place i n  the  programs of 
assistance. A small b i l a t e r a l  program primarily emphasizing indi- 
vidual forms of technical assistance has been changed t o  a major 
cooperative ef for t  which makes the United States a partner, 
through dwelopment lending, In long-term programs of economic 
development keyed t o  steady progress i n  making v i t a l  soc ia l  and 
economic reforms. 
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Various facets  of t h i s  changed direct ion a re  ref lected i n  (1)  
emphasis on spec i f ic  reforms, ( 2 )  development of sound plans and 
programs, (3 ) elimination of multitudinous minor a c t i v i t i e s ,  
(4 )  involvement of other industr ial ized nations, other f inancial  
ins t i tu t ions  and u.S. land-grant univers i t ies  of the  United 
Sta tes ,  (5)  ada t a t i o n  of program t o  major goals such a s  economic 
integration, (67 re la t ing  assis tance programs t o  commodity and 
t rade  problans, and (7) reorientat ion of f i e l d  missions. 

Recognizing that the  type of self-help measure which i s  feas ib le  
or  desirable i n  each country w i l l  vary, U.S. assis tance strategy 
now attempts t o  identify the  kinds of reform o r  improvement which 
w i l l  contribute most toward growth, and what specif ic  s teps the 
country is  able  t o  take; e f for t s  a r e  then concentrated on helplng 
the  cooperating gwernments t o  bring about such measures. The 
U.S. Country Teams in Latin America w i l l  play an important ro l e  
i n  t h i s  process. 

A ntajor portion of t he  proposed a id  program is keyed t o  develop- 
ment plans which w i l l  have as t h e i r  objective rapid growth t o  the  
point of self-sustainment. Recognition i s  a l so  given t o  the  short- 
term and the  des i r ab i l i t y  of supporting projects which can eventu- 
a l l y  become part  of a long-range plan. 

During the current f i s c a l  year U.S. AID missions i n  Latin America 
have re-evaluated t h e i r  programs i n  an e f fo r t  t o  achieve greater  
concentration. The f i r s t  s teps taken have been the  phasing out 
of ac t iv i t i e s  which a re  not closely related t o  long-range develop 
ment goals. In some cases the  elimination of such projects re- 
quired lengthy negotiations with the  national governments concerned 
because they resul ted i n  closing dam cooperative programs of many 
years '  standing. But many such projects  a r e  being eliminated, and 
negotiations a r e  continuing fo r  the  termination of others. 

Our program i n  Northeast Brazi l  is a re f lec t ion  of joint  U.S.- 
Brazilian e f fo r t  t o  deal  with the  p r io r i t y  po l i t i ca l ,  economic and 
soc ia l  problems in  the  context of a well-conceived plan on more 
than a one-year basis .  As par t  of t h i s  e f fo r t ,  part icipat ion i s  
anticipated by other industr ial ized nations and internat ional  
f inancia l  ins t i tu t ions .  

The proposed program fo r  Central America is another step forward 
t o  the  goal of economic integration. AU the  individual country 
programs were examined i n  the  l i g h t  of regional requirements. In 
addition, spec i f ic  programs a re  requested which w i l l  a id  the  
furtherance of the goal of integration. 

Other e f for t s  under way include a program t o  imprwe t ra in ing  t o  
increase the ava i lab i l i ty  of scarce human s k i l l s  through the OAS, 
Latin American countries, the OECD and i t s  members, and the  United 
States .  



In terms of population (67 million), area (almost as  large as the 
United States; one-half of South ~merica)  and economic potential,  
Brazil stsnds in the front rank of the nations of the world. 
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payments crises,  pol i t ica l  problans, and social and economic dis- 
par i t ies  among the people, combine t o  make Brazil the greatest  
challenge a s  well as the greatest opportunity for the m a n c e  
f o r  Progress. But despite Brazil 's po l i t i ca l  and econamic ills, 
i ts gross national product (GRP) i s  growing a t  the ra te  of 3.3s 
per capita per year. 

Northeast Brazil, where 25,000,000 people are  crowded along the 
coastline, i s  the largest  area of extreme poverty i n  all Latin 
America and a center of serious po l i t i ca l  and social unrest. 

In Brazil a r e  represented all of the pol i t ica l ,  econamic and stra-  
tegic problems t o  which the Alliance fo r  Progress i s  a response. 
The United States seeks a stable, progressive government capable 
of moving forward rapidly with economic and social development and 
thereby avoiding revolution and possible domination by the extreme 
right  or  the  extreme l e f t .  The same conditions are  required if 
the United States and its largest  Latin neighbor a re  t o  have nor- 
mal and mutually beneficial commercial relations. 

Pol i t ica l .  !Che resignation of President Quadros i n  August 1961 
provoked a major po l i t i ca l  c r i s i s  i n  Brazil. In spi te  of t h b ,  
an Alliance fo r  Progress program was formulated. The "Program of 
Action" presented by the Neves Cabinet when it took office l a s t  
October, and approved by the Chamber of Deputies, ref lec ts  both 
c q r e h e n s i o n  of Brazil 's obligations under the Charter of Punta 
del  Este and the desire t o  undertake a series of essential  admin- 
i s t r a t ive  and legislat ive actions. It fixes as objectives, among 
others, an economic growth target  of 7.5s a year, productive 
absorption of underemployed labor, provision of minimal conditions 
of housing and sanitation t o  a l levia te  social tensions, reasonable 
s t ab i l i ty  of prices, and reduction of imbalance i n  Brazil 's exter- 
nal  accounts. 

Economic. Brazil 's average annual growth in GlVP over the past 
decade has been 5.8s - the highest i n  Latin America - but the 
growth of population has reduced t h i s  t o  3.3s per capita. This 
progress, however, has increasingly depended upon external public 
assistance and foreign private investment. Moreover, growth has 
been greatest  i n  industry, with l i t t l e  improvement of agriculture 
(51s of the labor force i s  engaged i n  agriculture), transportation 

o r  education. Regionally, the northeast area, with a ppu la t ion  
of 25 million and a per capita income of l e s s  than $100, has not 
shared i n  the growth of GNP and has consequently become a center 
uf unrest anti agitation. 

Inflation has been endemic for  many years, with the cost of l iv-  
ing r is ing almost 45s Fn 1961. The principal cause of inflat ion 
has been a series of large budget def ic i t s  (which resulted i n  an 
increase of cruzeiro debt from 29 bi l l ion  t o  293 bi l l ion  over the 
past decade) and accompaqying expansion of the money supply (from 
90 bi l l ion  t o  950 bi l l ion  cruzeiros over the same period). In 
1961 the budget def ic i t  vas the equivalent of $579 million out of 
a t o t a l  budget of $2,081 bil l ion.  Inflation has been accompanied 
by periodic balance of payments crises and a large increase i n  
external debt, which reached $2 bi l l ion  in  1961. With the aid of 
s u b s t m t i ~ l  asnist,mce f-mn the W t e d  Stetes, the =terracdmd. 
Monetary Fund (IMF) and European countries, financial collapse 
was averted i n  1961 by new credits  total ing over $600 million and 
by rescheduling the existing external debt over a longer period. 

Brazil 's budget revenues a re  derived mainly from.indirect taxes. 
In 1960, the income tax yield was only 30s of t o t a l  budget reve- 
nues, while consumption taxes were 40$, customs duties 10s and 
other indirect taxes and fees 20s of the to ta l .  Personal income 
tax rates i n  Brazil, however, are relat ively high and equal t o  
those i n  the United States i n  the medium income tax brackets. 
The relat ively low yield from income taxes ref lec ts  collection 
Uf f l cu l t i e s  rather than the level  of tax rates. 

Part of Brazil 's external financial d i f f icul t ies  ref lec ts  a 
decline in  annual exports from $1.7 bi l l ion  to  $1.3 b i l l ion  over 
the past decade. Coffee exports represented 56s of t o t a l  exports 
of $1.3 b i l l ion  in 1960. Efforts to  diversify exports so as to  
decrease reliance upon coffee have thus f a r  not been sufficient 
t o  offset  the decline i n  the value of coffee exports t o  a l i t t l e  
over $700 million i n  1960 from the peak level  of $1 bi l l ion 
reached in 1956 and ear l ier  years. 

Brazil 's development potential i s  enormous. There have been sub- 
s t an t i a l  investments by European and Japanese as well as U.S. 
private investors. U.S. private investments alone t o t a l  almost 
$1 billion. The rapidly growing population affords a large 
market. Rich deposits of minerals, including iron ore and baux- 
i t e ,  remain t o  be developed. 
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Self-Help and Reform 

In certain res t r ic ted  areas of socia l  reform and self-help, some 
steps have been taken by the federal government. In addition, 
under Brazil 's  federal system much planning and development work 
i s  carried on by the states,  with progress varying widely from 
s t a t e  t o  s ta te .  

Federal progress includes: 

Planning. While a national development plan i s  not completed, 
substantial planning has been undertaken on a functional and 
regional basis. In August 1961 President Quadros established a 
Rational Planning C o d s s i o n  which the present government is reac- 
t ivating and giving the task of drawing up a long-term develop- 
ment plan. A draft  of a five-year plan fo r  agriculture h w  been 
prepared by the Ministry of Agriculture, and the preparation of a 
five-year plan fo r  education i s  well under way. 

Northeast. Probably the most significant reform measure taken by 
the Brazilian Government has been the recognition of the plight 
of the northeast area, with the establishment of S~~ (Itortheast 
Develdpment Agency) and approval of i t s  five-year, $900 million, 
development plan. More than $500 million of the necessary 
resources wi l l  be provided by Brazil. Last December the Brazilian 
Congress appropriated the cruzeiro equivalent of $100 million f o r  
the f i r s t  year of the plan. 

The United States has agreed with the Government of B r a z i l  on both 
immediate and long-range development programs i n  the northeast, 
part  of which wi l l  be undertaken by SUDENE. 

The short-range program w i l l  include small community water supply 
systems, rural electr if ication and mobile and permanent health 
units. In addition, community self-help projects w i l l  be devel- 
oped t o  improve general l iving conditions, and an immediate pro- 
gram of elementary education and vocational training i s  being 
inaugurated. 

The long-range program w i l l  concentrate on irrigation, rural  
roads, small power plants, elementary education, increasing food 
supplies and additional water supply systems. 

Tbe United States has offered t o  make available dollar loans and 
grants and local currency i n  support of these programs, subject 

k r a r i a n  Reform. A new agrarian reform plan has just been com- 
pleted, has been approved by the Brazilian Cabinet, and i s  now 
before the Congress. 

Tax Reform. In November 1961 Prime MFnister Neves proposed new 
income tax legislat ion to  the Congress designed to  increase reve- 
nues by $70 million a year and t o  increase the tax burden on the 
wealthy taxpayers while reducing indirect taxes. S t r i c t e r  penal- 
t i e s  fo r  tax evasion are  also proposed. The b i l l  i s  s t i l l  before 
the Congress. 

Housinq. The Ministry of Labor has prepared a 10-year low-cost 
housing program c d i n g  fo r  the construction of 3,810,000 se l f -  
help housing units. Several of the s t a t e  governments are  already 
implementing low-cost housing and slum clearance programs. 

Education. Congress passed a special school b i l l  in December 
1961 creating the organization needed t o  csrry out the national 
educational program drawn up by the Cabinet in September 1961. 
Congress also trebled the budget of COSUPI, an agency to  improve 
higher education. 

Malaria Ekadication. The government has committed the local  cur- 
rency financing required fo r  effective prosecution of the malaria 
eradication program. 

U.S. Assistance Plans 

U.S. a id  strategy in Brazil wi l l  be t o  encourage and swport  Bra- 
z i l ian  'ef forts  to maintain rapid economic development, t o  dis- 
t r ibute  the economic gains equitably, and to strengthen social  
development. This strategy wi l l  encourage pol i t ica l  and economic 
s t ab i l i ty  and progress. 

Thus, f ive  principal purposes wi l l  guide U.S. aid policies: 

(1) The United States wi l l  i n i t i a t e  programs that wi l l  demon- 
s t r a te  the continued in teres t  of the United States in pro- 
moting the economic and social developnent of Brazil. 
Large-scale aid wi l l  depend upon sound devqlopment program- 
mlng and substantial progress i n  achieving essential  reforms. 

(2) The United States wi l l  work with the Government of Brazil t o  
formulate and carry out a sound development program and 
basic reforms. 

t o  the development of satisfactory, soundly engineered project 
proposals'and other conditions. 
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( 3 )  !Be United States wi l l  t r y  t o  strengthen the forces which 
stand f o r  sound long-term economic and social growth. 

(4) "&ere souud programming has been completed -- as i n  the 
northeast -- the United States wi l l  participate with the 
Brazilians i n  long-range development efforts. 

(5) The United States wi l l  continue t o  encourage the Government 
of Brazil t o  i n i t i a t e  an effective stabil ization program. 

The United States and other potential  sources of a id  are prepared 
t o  contribute the amounts required to supplement Brazilian invest- 
ment, but only as the Brazilian authorities themselves undertake 
the essential  and practicable measures necessary t o  make foreign 
assistance effective. 

We wi l l  continue t o  urge, both directly and in the Development 
Assistance Committee of the Orgsnization fo r  Econamic Cooperation 
and Development (OED), the governments of Western Europe and 
Japan to  improve the terms and the magnitude of the i r  assistance 
t o  Brazil. 

Proposed AID Program f o r  FY 1963 

In l ine  wit.h U.S. basic strategy, the program for FY 1963 wi l l  
have three parts .  

First,  in northeast Brazil -- where a five-year plan has been pre- 
pared, Brazilian resources have been committed, and a development 
ins t i tu t ion i s  i n  operation -- the United States wi l l  cooperate 
i n  Fmmediate and long-range development efforts. 

An emergency program of dollar and cruzeiro grants and loans 
total ing the equivalent of $33 million is now being negotiated. 
It w i l l  be financed i n  part  from FY 1962 funds. The United 
States also plans t o  contribute dollar grants and loans and U.6.- 
owned cruzeiros generated from P.L. 480 sales to the  f i r s t  two 
years of the long-range program. 

Second, additional amounts i n  grants would be available fo r  other 
projects including : 

Agriculture. To strengthen agricultural institutions and 
extension services and t o  encourage diversification t o  
decrease dependence on coffee. 

Education. Projects include teacher trsining, a id  to 
school construction, adult d u c a t  ion and preparation 
of teaching materials. 

Public Health. For malaria eradication and community 
water supply systems. These system wil l  be developed 
jointly with the Inter-American Development Bank, with 
the Bank providing loans and the U.S. technical aseiet-  
ance f o r  development of the ins t i tu t ional  structures 
t o  operate numerous small community water supply sptems.  

The th i rd  part of our program fo r  FY 1963 muld  be contingent 
upon the Brazilian Government providing concrete evidence of 
determined effort  i n  three directions: (a) adoption of a reaeon- 
able and appropriate stabil ization program; (b) adequate se l f -  
help m d  social refom inas-aes; an& (c) progress i n  the 
preparation of a sound long-term development plan. 

Vpon satisfaction of these conditions, development lending wi l l  
be considered. This lending would include the ac t iv i t i e s  in the 
northeast. It would involve four pr ior i ty  sectors f o r  develop- 
ment identif ied in the Program of Action of the present govern- 
ment: transportation, communicatione, e lec t r ic  power and Land 
use part icularly in crop diversification. 

AID programe i n  Brazil mder the Alliance for  Progress wi l l  be 
drast ically shifted from t radi t ional  technical assistance t o  
development lending which vill focus on the limited number of 
pr ior i ty  objectives outlined in the preceding section. 

Before 1961, U.B. development assistance, other than from the  
Export-Import Bank, was negligible. Recognizing the needs f o r  
technical s k i l l s  t o  staff  and manage a successful development 
program, the AID enlarged i t s  participant program and over 350 
Brazilians vere scheduled f o r  training i n  the United States for 
FY 1962. 

Among the most effective accomplishments in the technical ass is t -  
ance program are: 

(1) The use of 8=P, an organization originally established by 
the United States and now wholly-financed by Brazil, t o  
develop over 100 community water supply systems throughout 
the rura l  areas of Brazil. 
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The AID program has helped make the Getulio Vargas Foundation 
one of the outstanding educational institutions in Iatin 
America. Its school of business administration in Sao Paulo 
is currently being duplicated by universities in Rio de 
Janeiro, Salvador and Porto Alegre. Graduates of the Sao 
Paulo school are eagerly sought by both foreign and domesti- 
cally owned private enterprises. 

Aided by U.S. technical assistance over a 15-year period, an 
adequate public health service has been brought into being. 
As a result, it is now considered practicable to terminate 
further technical assistance in this sector, except for 
malaria eradication and community water supplies. 

A public safety program which has been most effective for a 
large number of years will be largely terminated by 1964. 
The program is making a major contribution toward increasing 
the morale and efficiency of local police forces. 

Obligations and Conrmitments 
(millions of cbllars & dollar equiv.) 

. . AGENCY FOR INTVL DEVFLOPMENT 'WTAL.. 53.5 7.5 

Alliance for Progress: .......... Loans (DLF prior to 1962) 0.2 - ............ I.D.B. Rust hurd Loans - - ........ Grants(T.C.priorto1961) 50.9 7.5 
Supporting Asst.(DS/SA prior to 1961) 2.4 - 
Other MSP Economic................... - - 

FOOD FOR PEACE (P.L. 480) .............. Title I, Country Uses.. 236.9 88.8 ................. (Sales ~~reement s). (282.9) (104.5) 
Title II............................. - - 
Title I11 ............................ 21.4 3.2 
Title IV............................. - - 

EX-IM BANK LOE-TERM LOANS. ............ 1,178.4 204.9 
. OTHER U.S. ECONOMIC PROGRAMS........... 45.5 

MILITARY ASSISTAICE (Program sl 
H.A.P. - Grant Aid.. ................. 148.7 24.2 
MAP. - Credit Assistance... ........ 
Non-M.A.P. Military Assistance.. ..... 26.8 1 

ASSISTAICE FROM INTVL AGEXIES 
IBRD - World Bank.. .................. 267.1 - 
Internat '1.FInance Corp. ............ 10.1 - 
Inter-American Develop. Bank ........ 15.5 15.5 
UN Tech.Assist. - CY ending in FY ... 6.0 0.6 
UN Special Fund ..................... 2.3 1.3 

OTHER FREE WORLD ASSISTANCE ........... - - 

U. S . DOLLAR LOAN REPAYMElPTS 
MSP and P.L. 480 Loans .............. - - 
mrt-Import Bank .................. 649.0 61.8 
Other Government Loans .............. 6.4 

d July-December, 1961. 
Data classified. 
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BASIC DATA 

AVERAGE 
Unit BRAZIL (UNDEV . ARE,  5 

4RF.A & POPULATION 

Area ................ 1000 sq.mi. 3. 280 

~ o p d a t i o n  (1961 ) ... 
Annual Growth ..... 
Density per aq.mi. 

GRICULTIJRAZ, LAND 

$ of Total Area ..... 
Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

Literacy Rate ....... 
Pupils a s  $ of Pop . 

(prim . & Sec . ) ..... 
Pupils per Teacher 

(prim . only) ....... 

BEALTH 

Life Expectancy ..... 
People per Doctor ... 

M i l  . 
P 

Ne . 

P 
Acres 

K W H / Y ~  

P 

P 

No . 

Y r s  . 
No . 

GENERAL ECONOMIC DATA 

CuLrridar iears 

U n i t  1959 1960 1961 Est . - . 
GROSS NATIONAL PRODUCT* ............... ~ o t a l G N P  (in 1 9 6 0 P r i c e s )  $Mil l ions  12, 153 12, 916 13, 500 

Per Capita QNP ............................ Dollars 189 196 200 ............. Investment as  Percent of GN" Percent 16 15 n.a. 

AGRICULTURAL PRODUCTION INDEX . T U T U  ....... 1952-54=100 143 a 0  151 ......................... Index Per Capita .. 124 119 124 .............................. Rice, rough 1. 000 MP 4. 915 5. 384 5. $00 

b%T OF LrJING INDEX ( ~ a o  Faulo j .......... i953=100 325 L38 5% 

FOREIGN TRADE ................... ~ o t d  m o r t s  (f .o. b. ) $  illi ions 1. 282 1. 269 1. 380 
Coffee ................................. I 733 713 690 

Total Imports (c. i .f .)  11 ................... 
Trade Balance I ....................... 

Trade with United Sta tes  ( U . S .  d a t a ) :  ............ m o r t s  t o  U.S. (f . o . b . ) $ Millions 62 8 570 5h6 .......... Imports from U.S. (f.0.b.) I (  h1.3 427 lr 96 
Trade Balance #I m .................. rn -75 

GOLD & FOREIGN EXCHANGE (end o f  year) I, ...... 457 442 5 2 4 )  (Oct 

-Million Dollar Eauivalents . 
a 

CENTRAL GOVERNMENT FINANCES* FY ending Dec . 31 

................................ Total Expenditures 1. 015 1. 558 2. 081 ....................... (Defense Expenditures) (232) (310) (316) ............................ (Capttal Outlays) (n.a.1 (302) (394) 

Domestic Revenues ................................. 801 1. 225 1. 502 

........ Budget Receipts from Non-U.S. Foreign   id^. 

.... Budget Receipts from U.S. Aid  rants & L ~ e n s ) ~  

.............. Remaining Deficit  ( - )  or  Surplus (+) .2lb -333 -579 

*-  Converted a t  190 Cruzieros per U.S. $ . 
a . General budget only . Does not cover extrabudgetary accounts. semi-autonomous agencies 

and foreign a id  which goes di rect ly  t o  the  semi-autonomous agencies . 
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Chile, a long narrow coas ta l  s t r i p  between t he  Andes and t h e  
Pacif ic ,  i s  2,600 miles long with a m a x i m  width of 220 miles. 
I t s  population, now about 7 .8  million, increases a t  an annual r a t e  
of 2.6$. With t he  longest democratic t r a d i t i o n  of any h t i n  
American country, Chile is regarded a s  a p o l i t i c a l  and cu l t u r a l  
leader .  Pr iva te  U.S. investments of over $700 million -- particu- 
l a r l y  i n  copper mining ( t h e  pr inc ipa l  source of Chile's foreign 
exchange earnings) but a l s o  i n  i r on  mining, e l e c t r i c  power and 
t e l e c o ~ i c a t i o n s  -- make an important contribution t o  t he  
Chilean econorqy. 

The expansion of Chile's bas ic  economic and soc i a l  services  must 
be accomplished soon i f  p o l i t i c a l  extremism i s  t o  be avoided. It 
must be undertaken against  t he  backdrop of an economic aus t e r i t y  
program. 

Country Background 

After  a 10% his tory  of in f la t ion ,  r e l a t i v e  economic and f i nanc i a l  
s t a b i l i t y  was achieved under an economic s t ab i l i z a t i on  program sup- 
ported by t he  In te rna t iona l  Monetary F'und (IMF), u n t i l  about t he  
time of t he  disastrous earthquakes of Msy 1960. Price r i s e s ,  
which had amounted t o  s l i g h t l y  over 30s  i n  1958 and 1959, were 
held t o  62 i n  1960, and 10$ i n  1961. Unti l  t he  l a s t  few months of 
1961, t h e  escudo remained firm a t  t h e  r a t e  pegged i n  1958 of 1.05 
t o  t he  do l l a r .  Beginning last August, work was s t a r t ed  on t a x  and 
land reform measures. Despite t h i s  measure of progress, Chile's 
present s i t ua t i on  requires s t imulat ion because t he  econorqy has 
f a i l e d  t o  grow. 

Per cap i ta  gross nat ional  product (GNP) has declined s tead i ly  
s i nce  1950. Thus continual de te r iora t ion  of economic a c t i v i t y  i n  
r e l a t i on  t o  population growth w i l l  c a l l  f o r  energetic measures t o  
increase output and s e t  t he  s tage  f o r  long-term development. 

Agricul tural  production has not kept up with t h e  popuhtion in- 
crease and t h e  country must import 20$ of i t s  food needs. The 
d e f i c i t  i n  housing un i t s  i s  estimated t o  be around 400,000, and 
is  increasing by 38,000 uni t s  per  year. Development cap i t a l  is 
almost unavailable and i n t e r e s t  r a t e s  of 20$-25$ a r e  customary. 

Chile 's imports i n  1961 rose t o  $550 mil l ion,  $50 mil l ion over t h e  
1960 leve l .  Exports remained constant a t  about 8480 mill ion.  
This imbalance and a f l i g h t  of c a p i t a l  almost exhausted t he  coun- 
t r y ' s  foreign exchange reserves. The government's borrowing from 
t h e  Central Bank toward t h e  end of 1961 exceeded t he  l eve l  agreed 
upon with t he  IMF by $70 mil l ion and resul ted i n  t he  IMF suspending 

i t s  January 1961 support arrangement. Wage and salary r a i s e s  of 
16.6$ enacted l a t e  i n  1961 a r e  bringing on price r i s e s .  

The government stopped s a l e s  of foreign exchange on December 27, 
1961, and i n s t i t u t ed  a dual system using t h e  o f f i c i a l  r a t e  f o r  
essen t ia l  imports and a f luctuat ing free-market r a t e  f o r  a l l  other 
t ransact ions.  Foreign exchange sa les  began again January 15  of 
t h i s  year. Since then, t h e  free-market p r ice  of do l la rs  has gone 
a s  high as 1.60 escudos (compared with t he  o f f i c i a l  r a t e  of 1 .05 
t o  t he  do l l a r )  and has recent ly steadied a t  about 1.40. 

Self-Help and Reform 

Planning. I n  t h e  l a t t e r  pa r t  of 1961 Chile submitted a ten-year 
plan of national development which c a l l s  f o r  investments of about 
$1 b i l l i on  a year, of which about 80$ i s  expected t o  come from 
in t e rna l  resources. The Internat ional  Bank f o r  Reconstruction and 
Development (IBRD) has been studying t h e  Chilean plan with a view 
t o  organizing a consortium of industr ia l ized countries t o  provide 
t h e  necessary external  resources. The plan has been submitted 
f o r  review and evaluation t o  t he  panel of experts of t he  Organi- 
zat ion of American S ta tes  (OM).  m e  plan's t a rge t s  a r e  a 2.9$ 
average annual per capi ta  increase i n  gross domestic product and 
an increase i n  investment from t h e  ex is t ing  lo$ r a t e  t o  l7.9$ i n  
t he  f i n a l  year of t he  plan. 

Agrarian Reform. An amendment t o  t he  const i tut ion permitting 
agrar ian reform was presented t o  the  Chilean Congress on January 
16. The proposed l eg i s l a t i on  would permit t he  government t o  
s t ~ e t c h  out w e r  a ten-year period i t s  payments t o  owners of cer- 
t a i n  expropriated land. Only abandoned and poorly-worked land 
would be subject  t o  t h i s  measure. hwever, i f  t he  expropriation 
of poorly worked land i s  vigorously car r ied  forward t he  l a w  could 
encompass la rge  amounts of t he  country's crop land. 

Housing. Chile s e t  up i n  1961 a nationwide savings and home loan 
association system. Fif teen associat ions a r e  already i n  existence, 
and 11 have authorizat ion t o  make loans. More than $500,000 i n  
loans f o r  home constructions have already been made by associat ions 
i n  various par t s  of t he  country. 

The Chilean housing corporation b u i l t  almost 70,000 housing uni t s  
during the 1959-1961 period. 

Public Administration. The Chilean i n t e rna l  t a x  service s t a r t ed  a 
t a x  administration school i n  August 1961 t o  t r a i n  inspectors i n  
t a x  Laws and i n  accounting and auditing; procedures. One hundred 
o f f i c i a l s  w i l l  complete t ra in ing  by t he  k i m e r  of 1962. 
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Tax Reform. A t a x  reform b i l l  i s  now being studied by the  Chilean 
Government with the  int,ent.ion ~f introducing it in the  next ses- 
sion of Congress. The government expects t o  receive addit ional  
revenues of $48 million as  a r e s u l t  of improved tax col lect ion and 
enforcement and the  provisions of t he  new t a x  b i n .  

U. S. Assistance Plans 

U.S. policy is  t o  press fo r  accelerat ion of Chile's development t o  
assure maintenance of the  country's democratic t rad i t ion .  It is  
especial ly urgent t h a t  Chile adopt the  self-help measures essen- 
t i a l  t o  achieve t h i s  development. 

U.S. par t ic ipa t ion  i n  Chile's Ten-Year Plan of Economic Develop- 
ment is subject  t o  adequate self-help on Chile's part .  I n  recent 
discussions with the Chilean Government, a long-range U . S .  a s s i s t -  
ance %?as cersidepred as  part  ~f ?. P ~ C P C G C ~  In te rns t iora l  coilsortim 
drawing on public funds from other countries. U.S. part icipat ion,  
which could amount t o  a s  much a s  $350 million over the f i r s t  f i ve  
years of t he  plan, would be contingent on Chile1s making steady 
and subs tan t ia l  progress i n  solving basic problems, a s  agreed by 
Chile a t  Punta d e l  Este. Performance i n  self-help would be deter- 
mined mainly on t h e  basis  of an annual progress review of Chile's 
Ten-Year Plan. 

I n  addition t o  the domestic and external  resources required f o r  
implementation of the  public sector  projects included i n  the  
nat ional  development plan, Chile needs t o  achieve and t o  maintain 
f inanc ia l  s t a b i l i t y  and crea te  t he  proper climate t o  assure the  
d i r e c t  pr iva te  investment goals.  

Grant ass i s tance  through t h e  Agency for  International Development 
(AID) program i s  proposed t o  a s s i s t  the Chilean Government i n  t h e  
improvement of soc ia l  and economic services essent ia l  t o  carrying 
out the Ten-Year Plan. Goals have been established f o r  the grant 
program in  r u r a l  improvement, educational systems reforms, public 
administration, and f inanc ia l  and cred i t  ins t i tu t iona l  improvement. 
More immediate human needs w i l l  be met, preferably through loan 
assis tance by the  appropriate c red i t  agency or agencies, i n  water 
supply, housing, and agr icu l tura l  c red i t  projects.  

The United S ta tes  i s  a l so  supporting the program of earthquake 
reconstruction. In  %y 1960, Chile scffered a ser ies  of disastrous 
earthquakes which caused damage estimated a t  $372 million. To 
a s s i s t  i n  t he  reconstruction and rehabi l i ta t ion  of Chile, t he  
United S ta tes  loaned $100 million on August 3, 1961, and an advance 
of $30 million was made on t h a t  da te .  Project agreements f o r  

reconstruction work covering the en t i r e  $100 million have now 
been signed, &lid abuut $20 million of ac tua l  expenditures have 
been approved by our AID mission. 

Proposed A I D  Program f o r  FY 1963 

Development loan assis tance f o r  FY 1963 i s  planned on three 
assumptions: Tha t  by early FY 1963 f i s c a l  and f inanc ia l  measures 
designed t o  s t a b i l i z e  the  econow w i l l  be i n  effect ;  t ha t  progress 
w i l l  have been made on tax, land, customs and administrative re- 
forms; and t h a t  a consortium w i l l  be organized t o  meet the  exter- 
na l  resource requirements f o r  Chile 's Ten-Year Plan. 

A I D 1 s  contribution t o  t h i s  consortium i s  based on the assumption 
t h a t  other sources - industr ial ized countries and internat ional  
lending agencies - w i l l  provide somewhat more than half the financ- 
ing required. A subs tan t ia l  par t  of our part icipat ion w i l l  go 
towards support of the  i n s t i t u t i ona l  framework needed t o  imple- 
ment the plan, such as  an indus t r ia l  development bank and a co- 
operative bank. loans f o r  soc ia l  progress such as  school 
construction a r e  s imilar ly envisaged. F'unds would a l s o  be pro- 
vided f o r  spec i f ic  development projects  such a s  one now under 
consideration, costing $LO million, t o  provide port  f a c i l i t i e s  
f o r  Concepcion - Chile's l a rges t  i ndus t r i a l  complex. Program sup- 
port  fo r  capi ta l  imports might be provided. Funds a r e  a l so  
planned fo r  f e a s i b i l i t y  and engineering s tudies  necessary t o  
t r ans l a t e  the broad investment-production goals of the  program 
in to  projects  su i tab le  fo r  loans. 

Grants, primarily fo r  technical  assistance, a r e  proposed i n  FY 
1963. These would concentrate on helping imprwe conditions fo r  
people i n  ru ra l  Chile who Lack schools, do not have proper hous- 
ing with water and sani tary f a c i l i t i e s ,  lack knowledge of modern 
agr icu l tura l  methods, and who, i n  general, a r e  economically under- 
privileged; foster ing and ass i s t ing  a reform of Chile's educa- 
t i o n a l  system with emphasis on improving primary education; 
improving Chile's administrative machinery f o r  development plan- 
ning and operations with emphasis on t a x  administration; and 
a s s i s t i ng  i n  the  establishment of c red i t  and f inanc ia l  i n s t i t u -  
t i ons  necessary f o r  development, with emphasis on in s t i t u t i ons  
providing medium and long-term credi ts  t o  small and medium-sized 
business enterprises .  

Accomplishments 

Our program i n  Chile represents a d ra s t i c  s h i f t  i n  emphasis from 
technical  assis tance t o  part icipat ion through development lending 



FINANCIAL DATA 

i n  a long-term program of economic dwelopment keyed t o  steady 
progress i n  making v i t a l  soc ia l  and economic reforms. 

Fbusing. U S .  assistance has enabled Chile t o  s e t  up a nationwide 
savings and home lean association system. To date, 15 savings and 
loan associations have been established i n  various parts of the  
country and ll have already been authorized t o  make loam. To 
regulate t h i s  system a central  savLngs and loan association regu- 
la tory  authority and mortgage bank has been established. h r e  
than &00,000 i n  loam f o r  home construction have already been 
made through the  savings and loan system in various parts of the  
country. 

Rura l  Improvement. The I n s t i t u t e  of R u r a l  Mucation is making a 
dedicated e f fo r t  t o  improve the  socia l  and economic condition of 
farm people through rural education program. The I n s t i t u t e  now 
has 12 training centers i n  operstion; f ive  more a re  under con- 
struct ion.  blare than 4,000 r u r a l  youths have received instruct ion 
a t  these centers. More than 1,250 rural schools a re  enrolled i n  
radio school program tha t  it conducts. Teachers from 400 of these 
schools have participated i n  leadership t ra in ing  courses given by 
the  Ins t i tu t e .  It a lso  has printed and circulated 48,000 copies 
of 70 instruct ional  bullet ins on matters of concern t o  the  ru ra l  
population. Rural leaders from the  I n s t i t u t e  have organized w e r  
400 farm c m i t y  groups t o  at tack cooperatively ru ra l  problems 
t h a t  cannot be solved on an individual basis. 

Past U.S. assistance has enabled the  Ins t i tu t e  t o  increase i ts  
t ra in ing  capacities and improve the  quali ty of i ts  educational 
programs. U.S .  assistance t o  it is continuing. 

Economic Training. A US.-financed contract between the  University 
of Chicago and Catholic University of Santiago resulted i n  t h e  
establishment of a mcdern School of Economics. The school, with 
one of the  best  l i b ra r i e s  on economic subjects i n  Chile, has 
recently been enlarged and a postgraduate school added. 

. AGENCY FOR INT'L DEVELOPMENT TOTAL... 

Obligations and Comnitments FY 
(millions of do l l a r s  & dollar equiv.) 1940-1961 

Alliance for Progrers: 
Loans (DLF prior to 1962). ......... 
I.D.B. Trust Fund Loans.. .......... 
Grants (T.C. m i o r  t o  1961)........ 
Reconstruction bn. . . . . . . . . . . . . . . .  

Supporting Asst. (DG/SA pr ior  t o  1961) 
Other S P  Economic .................. 

FOOD FOR PEACE (POL. 4801 
Title  I, Country Uses................ 

(Sales Agreements)........ .......... 
Tit le  II............................. 
Ti t l e  III............................ 

FY 
1961 

T i t l e  N............................. 

FX 
1962 

EX-PI BANK LONG-TEW LOANS............. 

MILITARY ASSISTANCE (Programs1 
M.A.P. - Grant Aid................... 
M.A.P. - C r e d i t  Assistance........... 
Non-M.A.P. Military Assistance.. ..... 

ASSISTANCE FROM INT9L AGEXIES 
IIRD - World Bank.................... 
International Finance Corp. ......... ........ International Dwelop. Assn. 
Inte~American Development Bank ..... 
UN Tech. Assist.-CY endlng i n  FY.. ... 
UN Special Fund...................... 

CYrHm FREE WORLD ASSISTA#a.. .......... 
SIN0-SOVIET BIl)C ASSIBTAFTCE.. .......... 
U.S. DOLLAR LQAA REP- 
B P  and P.L. 480 bans............... 
FXport-Import Bank................... 
Other Government b a n s .  .............. 

July-Dec. 1961. 
bJ Dsta classif ied.  



Country: CHILE 

CHILE 
GENERAL ECONOMIC DATA 

REA & POPULATION 

BASIC DATA 

AVERAGE 
Unit CHILE (UNDEV . A R E A S  

Area ................ 1-000 sq.mi. 286 xxx 

Population (1961) ... 
Annual Growth ..... 
Density per sq.mi. 

LGRICULTURAL LAND 

$ of Total Area ..... 
.......... Per Capita 

'OWE3 PER CAPITA ...... 

DUCATION 

Literacy Rate ....... 
mils a s  $ of Pop . 

(F'rim . & Sec.)  ..... 
Pupils per Teacher 

(F'rim . only) ....... 

IEALTR 

Life  Expectancy ..... 
People per Doctor ... 

M i l  . 
$ 

No . 

$ 

Acres 

K W H / Y ~  

$ 

$ 

No . 

Yrs . 
No . 

7.8 xxx 

2.6 2.4 

2 7 40 

C a l e n d a r  Y e a r s  

Unit 1959 . 
GROGS NATImAL PROWCT* 

Total GNP ( ~ n  1960 P r i c e s )  ............... $ Millions 4,  356 
Per Capita GNP ........................... Dollars 
Investment as  Percent of GNP 

584 ............. Percent 11 

AGRI(3JITURAL PRODUCTION INDEX . TUTAL ....... 1952-24=100 122 ......................... Index Per Capita 
Wheat .................................... 1. 000 Ml' 

INDUSTRIAL PRODUCI'IOM IND!?X ................ 1 ?53=100 

COST OF LIVING INDEX (Santiago) ............ 1953=100 

FOREIGN TRADE 
Total Exports (f .o. b. ) ................... $ Millions 

Copper bars. ores. concentrates ....... 11 

Total Imports (c i . f .  ) ................... .. . 
Wade Balance ....................... t t  

Trade with United Sta tes  (U .S .  d a t a ) :  

Exports t o  U.S. (f.0.b.) ............ $Mil l ions  
Imports from U.S. (f .0.b.)  I, .......... 

Trade Balance I, .................. 
GOLD & FOREIGN EXCHANGE ( e n d  o f  year) 

11 ...... 

CENTRAL GOVERNMENT FINANCES * FY ending Dec . 31 

................................ Total  Expenditures 
(Defense E x p e n d i t u r e s )  ....................... ............................ (Capital O u t l a y s )  

................................. Domestic Revenues 

......... Budget Receipts from Non-U.S. Foreign Aid 

.... Budget Receipts from U.S. Aid  r rants & ~ o a n s )  

.............. Remaining Deficit  ( - )  o r  Surplus (+) 

- M i l l i o n  D o l l a r  E q u i v a l e n t s  . 

1960 1961(Prel) 1962 (9ud) 

* .. Converted a t  1.05 Escudos per U.S. $ . 
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Cb~dmbia, with more than 15 million people, is  the fourth most 
populous country i n  Latin America. Colombia's democratic govern- 
ment has s tressed the country's ac t ive  allegiance t o  weatern tra- 
d i t i ons  and values. A s  the only Latin American country t o  send 
troops t o  Korea, Colombia has taken constructive i n i t i a t i v e  i n  the 
Organization of American Sta tes  (OAS) and i n  the United Nations 
(u.N. ) on many occasions. It continues t o  emphasize i t s  allegiance 
t o  and posi t ive ro le  i n  the Alliance f o r  Progress. 

U . S .  e q o r t s  t o  CoTombia i n  recent years have totaled about $240 
mil l ion annually and d i r ec t  U.S. investment i n  the country exceeds 
$400 million. 

County Background 

As indicated above the present government of Colorpbia, which re-  
placed a mi l i ta ry  d ic ta torsh ip  four years ago, has caught the main 
s p i r i t  and adopted the aim of the Alliance f o r  Progress. 

The March 1962 elect ions returned a majority t o  both chambers of 
t he  leg is la ture  i n  support of the present government. A new pres- 
ident  w i l l  take off ice  i n  August. 

Obstacles t o  Colombia's economic and soc i a l  progress include prob- 
l e m  of land use and tenure, insuf f ic ien t  productive investmnt,  
an i l l i t e r a c y  rate of 38$ combined with serious shortages of 
echoole, violence and banditry i n  cer ta in  rural areas, and over- 
c r p d e d  c i t i e s .  The average increase of 3% i n  the Colombian Gross - 
National Pl'oduct (GNP) has barely exceeded the population growth 
r a t e  of 2.88. The r a t e  of increase i n  agr icu l tura l  production, 
which was only 28 i n  1960, has lagged behind the r a t e  of 
population growth. 

Coffee provides an average of 75% of Colombia's export earnings. 
Overdependence on coffee and a weakening of world coffee prices 
have resul ted i n  declining earnings of foreign exchange while i m -  
~ o r t  needs have r isen.  A relaxat ion of ~ r e v i o u s  austere import 

aAS Panel of Experts i n  December 1961. Portions of t h i s  plan are 
already being implemented. For example, the education budget f o r  
1962 i s  higher than the mil i tary budget f o r  the f i r s t  time i n  
recent history. 

A tax reform law was passed i n  December 1960. Colombia now ob- 
t a i n s  almost 5 6  of i t s  federa l  budget from personal and corpor- 
a t e  income taxes -- a high percentage f o r  a developing country. 
A low-cost housing construction program has been launched t o  meet 
mounting needs f o r  urban housing. In 1959 housing s t a r t s  were 
3,000. In 1960 s t a r t s  had r i sen  t o  10,000. For 1963, 40,000 are  

.planned. An agrarian reform l a w ,  passed i n  November 1961, seeks 
t o  promote wider land ownership, homesteading, and increased agr i -  
cu l tura l  productivity. The ava i l ab i l i t y  of good undeveloped land 
w i l l  f a c i l i t a t e  the  implementation of the law. 

U.S. Assistance Plans 

Colombia's economic potent ial ,  i t s  progressive a t t i t ude  toward 
social  and economic matters, and the s t a t e  of i ts  national plan- 
ning, mean t h a t  there i s  a r e a l  poss ib i l i ty  of s ign i f icant  pro- 
gress under the Alliance fo r  Progress. 

During the next year, however, Colombia is  faced with s igni f icant  
problems. It must deal  r e a l i s t i c a l l y  and firmly with the severe 
balance of payments s i tuat ion.  It must vigorously implement the 
recently enacted tax and land reform laws t o  achieve the benefi t  
these progressive measures promise. I t s  development plan w i l l  be 
reviewed and evaluated by the Internat ional  Bank f o r  Reconstruc- 
t i on  and Development (IBRD) and the aAs Panel of Werts. 

I f  Colombia can meet these problems and challenges, the Agency 
f o r  International Development (AID) should join IBRD, IDB, and 
other lending sources t o  provide increased external  loan support 
fo r  the 10-Year Plan. Additional assistance under Food-for-Peace 
programs i s  ant icipated.  

Ees t r ic t ions  w a s  an added f ac to r  i n  bringing about a deter iorat ion Proposed AID Program f o r  FY 1963 
of Colmbia 'a  balance of payments posi t ion during 1961. Colombia 
is now dealing firmly with t h i s  s i tua t ion .  A need s t i l l  remains I f  there is  general agreement on the goals and procedures of 
f o r  increased expenditures and f o r  the importation of goods and Colombia's 10-year development plan, the  country w i l l  be e l i g ib l e  
technica l  services i n  connection with the government's development fo r  development loans. Specific development proposals and pro- 
program. jects  must await the review of Colombia's development plan and 

w i l l  then be related t o  it. - -  . 

Self-Help and Social  Reform 
Loans could assist fur ther  development of Colombia's agr icu l tura l  

The Colombian Government's National Economic Planning Council sub- and mineral resources. development i s  being 
mitted a comprehenaive 10-year development plan f o r  review by the through autonomous government corporations, the Cauca Valley 
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Country* COLOMBIA 

Authority and the  Magdalena Valley Authority, whose in tegra ted  
approach t o  regional  development i s  s imi la r  to  t h a t  of the  Tennes- 
see Valley Authority. Their programs include the  construct ion of 
r l l r n l  pmet-ra t ion rotxls to ?.ncnrpra_tt? a l a r g e r  prt nf ' I I - P - ~  

Colombia i n t o  the  Colombian economy. 

Loans funds w i l l  be needed t o  finance a plan f o r  the  construct ion 
of 40 r u r a l  hea l th  centers  t o  serve four  mill ion Colombians l i v -  
ing i n  r u r a l  a reas  current ly  lacking basic  heal th  services .  

Colombia's massive primary education campaign a l s o  needs f u r t h e r  
a s s i s t a n c e .  This program promises t o  reduce the i l l i t e r a c y  r a t e  
and t o  provide the  primary education which w i l l  be the  b a s i s  f o r  
t h e  expansion of modernization of the  na t ion ' s  economy. It Cal ls  
f o r  bu i ld ing  22,000 primary classrooms and t ra in ing  16,200 teach- 
e r s  over a four-year period. Colombia plans  t o  spend over $59 
mi i i ion  on t h i s  program. A I D  made a grant  of $3,770,000 i n  F Y  
1962 t o  this program and add i t iona l  ass is tance through loan o r  
grant  is under consideration f o r  f u t u r e  years. 

Colombia's economic development w i l l  require  f e a s i b i l i t y  and engi- 
neering s t u d i e s  t o  convert broad sec to r  development plans  i n t o  
p r o j e c t s  s u i t a b l e  f o r  loans.  

The United S t a t e s  expects t o  provide i n  FY 1963 techn ica l  assist- 
ance i n  support of Colombia's development goals i n  a g r i c u l t u r a l  
production, housing, i n d u s t r i a l  t r a in ing ,  primary education, and 
rural hea l th .  

Accomplishments 

Technical cooperation has been the chief form of help provided 
Colombia i n  the  pas t .  

A I D  i s  a l s o  extending a grant f o r  a bas ic  resources survey t o  pro- 
vide d a t a  e s s e n t i a l  t o  e f f e c t i v e  implementation of the  program. 
An $8 mil l ion loan ( ~ u g u s t  1961) from the  Development Loan Fund 
fnr en.-.-ic???+..-.-ol ?-.-pa<+ .-.'l? .o? l.*, E n r ! ? i + ^ c =  - - ? c , - ; r : - '  =.-:?-:.7ii? . " - - - - - -  -.---. ----"I--- --A&-A a-" ' - b L A u U -  

t u r a l  production. 

A development grant  of $500,000 made i n  e a r l y  1961 f o r  a p i l o t  
p ro jec t  i n  se l f -he lp  housing has stimulated progress i n  con- 
s t r u c t i n g  middle and low-cost housing. Colombia has now expanded 
i t s  housing program, financed p a r t l y  from i t s  own funds and 
p a r t l y  by loans from t h e  ~eveloprnent Loan Fund (DLF) and the  
Soc ia l  Progress Trust Fund of the  Inter-American Development Bank 
(IDB). Colombian sources a r e  providing about $51 mil l ion,  the  
DLF loan was $12 million, and the  IDB loan was $15 mil l ion.  
Through the  I n s t i t u t e  de Credito T e r r i t o r i a l ,  the  p r i n c i p a l  
Colombian housing agency, 13,500 family u n i t s  were constructed 
i n  1961, and 30,000 and 40,000 u n i t s  respect ively a r e  expected 
i n  1962 and 1963. 

U.S. ass i s tance  i n  malar ia  con t ro l  has aided i n  the  reduction of 
t h e  number of cases from 80,000 i n  1958 t o  about 25,000 i n  1961. 

AID 1.6 now s h i f t i n g  from an emphasis on technical  ass i s tance  t o  
development loans.  These loans a r e  given t o  support Al l iance f o r  
Progress development objectives,  r e la ted  t o  long-range p r i o r i t y  
goals . 



Country: COLOMBIA GENERAL ECONOMIC DATA 

BASIC DATA 

Area ................ 1000 sq.mi. 440 

Population (1961) ... 
Annual Growth ..... 
Density per sq.mi. 

iGRICULTURAZ, LAND 

$ of Total  Area ..... 
Per Capita .......... 

?Om PER CAPITA ...... 

DUCATION 

Literacy Rate ....... 
Pupils as  k of Pop. . 

(Prim. & Sec. ) ..... 
Pupils per Teacher 

(Prim. only) ....... 

TEALTH 

..... Life  Expectancy 

People per Doctor ... 

Mil. 

k 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

No. 

Y r s .  

No. 

XXX 

XXX 

2.4 

40 

25 

2.5 

80 

35 

9 

38 

40 

7,000 

3 0 6 s  NATI@Ifi PROWCT* ............... Total GNP ( i n  1960 P r i c e s )  
Per Capita GNP ........................... ............. Investment as  Percent of GNP 

..... iGRICULTURAL PRODUCTION INDEX - TUTAL.. ......................... Index Per Capita 
Rice ...................................... 

............... PFPROLEUM PRODUCl'ION (crude) 

FOREIGN TRADE ................... Total  Exports (f.0.b.) ................................. Coffee 
Total Imports (c. 1.f. ) ................... 

Trade Balance ....................... 
Trade with United Sta tes  (U.S. data):  

Exports t o  U.S. (f.0.b.) ............ 
Imports from U.S. (f  .o.b. ) .......... 

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

Calendar Y e a r s  

Unit 1959 1960 s ~ s t .  

 illio ions 3,754 3,850 3,960 
Dollars 261 2 61 2 61 
Percent 21 2 3 n.a. 

$  illi ions 474 465 455 
363 3 34 320 

!I h16 519 505 
II 7Ss =?x m 

GOLD & FOREIGN EXCHANGE ( e n d  o f  year) ...... 
(centra l  Bank only) 

CENTRAL GOVERNMENT FINANCES @ FY ending Dec. 31 

$ Millions 3h0 300 2 77 
I( 206 246 239 
1, +m rn iSB 

Total  Expenditures ................................ ....................... (Defense Expenditures) 
............................ ( C a p ~ t a l  O u t l a y s )  

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants & Loans) .... 

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

11 2 12 153 144 (Oct) 

- M i l l i o n  D o l l a r  E q u i v a l e n t s  - 

+ - Converted a t  6.7 Pesos per U.S. $. 
a - Includes Central Government and I1Decentralized Agencies It  of the  Central Government. 
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Country: COLOMBU 

. / AGENCY FOR INTlL DEVELOPMENT TOTAL.. . 
Obligat ions  and Cotxunitment s 

( m i l l i o n s  of d o l l a r s  & d o l l a r  equiv.) - 

All iance  f o r  Progressr ......... Loans (DLF p r i o r  t o  1962). ............ I.D.B. Trust Fund Loans ...... Grants  (T.C. p r i o r  to 1961).. 
Supporting AB&.(DS/SA p r i o r  to 1961) 
Other MSP Economic................... 

FOOD FOR PEACE (P.L. k801 
T i t l e  I, Country Uees.. .............. 

( S a l e s  dgreement a). ................. 
T i t l e  If............................ 
T i t l e  111,. ...,,,.................... 
T i t l e  ............................... 

FY 
(1946-61) 

I EX-IM BANK LONCIPU( LOANS............. 

I OTHER U.S. ECONDMIC PROGRAMS........... 

FY 
1961 

MILITARY ASSISTANCE (Pronramsl 
M.A.P. - Grant Aid................... 
M.A.P. - Credit  Assistance........... 
Non-M.A.P. Mi l i t a ry  Assistance ....... 

FY 
1962 

ASSISTANCE FROM ZNTlL AGENCIES 
.................... IBRD - World Bank 

I n t e r n a t i o n a l  Flnance Corp ........... 
In te rna t iona l  Develop. Assn.. ........ 
I n  ter-American Develop. Bank. ........ 
UN Tech. Assist.-CY ending i n  FY.. . . .  
UN Spec ia l  Fund.... .................. 

OTIIER FREE WORLD ASSISTANCE............ 

SINO-SOVIET BLOC ASSISTAN C E . . . . . . . . . . . .  

U.S. DOLLAR U3AN REPAYMENTS .......... MSP & P.L. 480 Loans..... . .  
Export-Import Bank.... ............... 
Other Government Loans.....  .......... 

July-Dec . 1961. 



Country, PANAMA 

P a m  i s  an  isthmus connecting t h e  cont inents  of North aod 
South America, w i t h  a population of 1.1 mil l ion and an a rea  of 
29,100 square miles,  s l i g h t l y  smaller than t h e  S t a t e  of South 
Carolina.  

The Paneme CanaL i s  t h e  b a s i s  f o r  t h e  unique r e l a t i o n s h i p  be- 
tween Paname and t h e  United S t a t e s  a n d . i s  t h e  dominant f e a t u r e  
of t h e  p o l i t i c a l  and economic l i f e  of Panama. h is tor ica l ly ,  
t h e  United S t a t e s  has  been committed t o  t h e  e f f i c i e n t  operation 
end defense of t h e  Canal. 

Country Background 

The present  government draws support from a number of loosely 
joined p o l i t i c a l  fo rces .  The adminis t ra t ion publ ic ly  endorses 
t h e  All iance f o r  Progress and can be expected t o  provide t h e  
country w i t h  p o l i t i c a l  s t a b i l i t y ,  i f  progress can be demon- 
s t r a t e d  w i t h  i t s  five-year economic developnent program. 

Economic growth i n  PBname has been good i n  recen t  years .  The 
Gross National Product (GNP) has r i s e n  a t  an average r a t e  of 
5.49 annually s ince 1951, o r  a t  an annual increment of 2.6$ on 
a p e r  cap i ta  basis. Such growth has been due l a r g e l y  t o  p r i -  
va te  investment, income from t h e  Canal Zone, and expanding 
t o u r i s t  t r ade .  The average per  cap i ta  GNP is $410. 

Growth has,  however, been uneven. F l f t y - f i v e  percent of t h e  
workers i n  Paname a r e  i n  a g r i c u l t u r e  and receive but  25$ of 
the  n a t i o n a l  income. The average per  cap i ta  income of t h e  
r u r a l  population is  about pe r  year.  Th i r ty  percent of t h e  
population i s  i l l i t e r a t e ,  and 3 6  of t h e  children of school age 
do not  have f a c i l i t i e s  f o r  schooling. In fan t  mor ta l i ty  is 57 
p e r  1,000 l i v e  b i r t h s .  

Panama has a un ivers i ty ,  b u t  it does not  produce q u a l i f i e d  
graduates needed f o r  development i n  such f i e l d s - a s  a g r i c u l t u r e  
and publ ic  adminis t ra t ion.  

There i s  one modern h o s p i t a l  i n  t h e  country. Two-thirds of t h e  
population l i v e  i n  housing deemed sub-standard. 

Although t h e r e  i s  an abundance of good a g r i c u l t u r a l  land, 
Panama i s  not  se l f - suf f ic ien t  i n  t h e  production of foodstuffs .  
1 f .p roper ly  used, t h e  land and human resources p o t e n t i a l  e x i s t s  
t o  increase t h e  production of bas ic  food crops and meet domestic 
requirements by 1967. 

Self-Help and Soc ia l  Reform 

The pr inc ipa l  se l f -he lp  s teps  taken by Panama thus  f a r  have 
been i n  the  f i e l d s  of taxat ion and planning. I n  December 1960 
income tax  r a t e s  were ra i sed ,  a move designed t o  increase rev- 
enues from $4 t o  $5 mil l ion f o r  each of t h e  years 1961 and 1962. 
I n  May 1961 t h e  new Bureau of Planning and Administration, es- 
tabl ished i n  t h e  Pres iden t ' s  o f f i c e ,  developed a five-year sec- 
t o r a l  investment plan which emphasizes agra r ian  r e f  o m ,  public 
heal th ,  housing, road and school construct ion,  and e l e c t r i f i c a -  
t i o n .  A comprehensive long-range country.plan has not ye t  been 
developed. 

I n  October 1960 t h e  government es tab l i shed  an Agricul tural  
Credi t  Bsnk. An Investment Guaranty Agreement with t h e  United 
S t a t e s  was r a t i f i e d  i n  January 1962 and i s  expected t o  improve 
f u r t h e r  t h e  a l ready  favorable  climate f o r  foreign pr iva te  i n -  
vestment. 

U.  S. Assistance Plans 

The Agency f o r  In te rna t iona l  Development (AID) emphasizes en- 
couragement of t h e  preparation of a long-range development 
plan,  with adequate p r i o r i t i e s ,  t o  serve a s  a guide f o r  inves t -  
ment. Such a plan should give p r i o r i t y  t o  t h e  development of 
t h e  i n t e r i o r  provinces and t o  t h e  lessening of Panama's depend- 
ence on income generated by t h e  Canal operation. 

U n t i l  such a plan i s  perfected, we a r e  supporting p ro jec t s  
which w i l l  have t h e  g r e a t e s t  benef i t  t o  low-income groups and 
which would probably have a high p r i o r i t y  i n  any long-range 
plan. Examples a r e  schools, hea l th  centers ,  and se l f -he lp  
housing. I n  addi t ion,  we a r e  a s s i s t i n g  Panama t o  ca r ry  out  
surveys of bas ic  resources and s tud ies  required f o r  development 
planning. An immediate U. S. ob jec t ive  i s  t o  encourage t h e  
adoption of f u r t h e r  se l f -he lp  measures and reforms which Panama 
requ i res  f o r  t h e  e f f e c t i v e  use of i t s  own resources.  

We an t ic ipa te  t h a t ,  when Panama r e c a s t s  i t s  long-term develop- 
ment plan i n  a comprehensive framework, add i t iona l  p ro jec t s  w i l l  
become e l i g i b l e  f o r  development lending. This should permit a 
continual reduction of g ran t s  i n  favor of loans.  

Proposed A I D  Program f o r  Fi 1963 

The Fi 1963 program must be viewed i n  t h e  l i g h t  of t h e  a s s i s t -  
ance made ava i lab le  t o  Panama i n  Fi 1962. I n  t h a t  year Panems 
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received a special  grant of $9.9 million designed t o  give an in-  
i t i a l  impetus t o  a number of pro.jects included i n  key sectors  of 
Panama's five-year investment program. 

S c c ~ i i x  d i L i  ~ ~ ' u i i t a i i - l i i i l  habisiallcti aireauy made avai iaa le  t o  
Panama, it i s  proposed t o  reduce the FY 1963 grant program. The 
new program w i l l  concentrate on a few key social  projects  i n  the  
f i e l d s  of education, health and housing, and w i l l  support programs 
t o  stimulate agr icu l tura l  production ana improve government man- 
sgement . 

Five experimental un i t s  have been established in important agr i -  
cu l tu ra l  areas working with f r u i t s ,  vegetables and livestock, both 
with and without i r r iga t ion .  Last year, farmers i n  four communi- 
t i e s  were organized t o  put more than 1,000 acres of land under 
i r r iga t ion .  

The United S ta tes  has ass i s ted  in establ ishing a School of Agri- 
cu l ture  in  t he  University from which the  f i r s t  c lass  of 14 w i l l  
graduate i n  1963. There a r e  now 72 students enrolled in  t h i s  
schooL. 

As an adjunct t o  increased farm production, a dual-purpose project  
provides on-the-job t ra in ing  f o r  road construction equipment oper- 
a to r s  and maintenance men while building farm-to-market roads. 
Providing i so la ted  farmers access t o  markets has encouraged them 
t o  increase production beyond t h e i r  own consumption needs. In the 
year and a half since i t s  inception, 42 men have been trained o r  
a r e  i n  t ra in ing  and 45 miles of road have been constructed. 

Construction of classroom f a c i l i t i e s  t o  enable a l l  children t o  r e -  
ceive a minimum of s ix  years schooling i s  underway. An aided 
self-help program--to which the  loca l  communities a r e  expected t o  
contribute a t  l e a s t  25% of the costs i n  labor and materials--has 
been s ta r ted .  

During the  pas t  year, a jo in t  project by A I D  and the  Government of 
Panama resul ted i n  constructing and equipping of 82 schoolrooms i n  
17 ru ra l  cornmur~ities. 

I n  addition, new buildings and equipment or  expansions of ex is t ing  
f a c i l i t i e s  have been completed for  s ix  vocational and indus t r ia l  
a r t s  schools. 

A self-help housing project  conducted jo in t ly  by the  Panama Hous- 
i n g  I n s t i t u t e  and A I D  has established a pattern f o r  similar hous- 
i n g  projects .  Nineteen home owners have com leted construction of 
t h e i r  own houses and 40 addit ional ,  costing $1,800 each, a r e  
almost finished. 

Alliance for  Progress: 
Loans (DLF prior  to 1962). ......... ............ I.D.B. Trust Fund Loans ........ Grants (T.C. pr ior  t o  1961) 

Supporting Aset.(~s/SA pr ior  to 1961) 
Other MSP Ecom~c................... 

Obligations and Codtments  
(millions of dollars & dol la r  equiv.) 

FOOD FOR PEACE (P.L. 4801 ................ Ti t le  I, Country Uses 
(Sales ~greement 6). ................. 

Ti t le  II............................. 
T i t l e  III............................ 
Ti t l e  IV............................. 

EX-PI BANK LONETERM LOANS. ............ 

FY 
( 1946-61) 

MILITARY ASSISTAEE (Pro~rams) 
. M.A.P. Grant Aid................... 

M.A.P. - Credit Assistance........... 
Non-M.A.P. Military Assistance....... 

ASSISTANCE FROM INT% AGEXIES 
IBRD - World Bank .................. 
Inter-American Develop. Bank ....... 
UN Tech. Assist.-CY ending i n  FY ... 

FY 
1961 

........... OTIW FREE WORLD ASSISTANCE 

FY 
1962 

SINO-SOVIE3 BLOC ASSISTANCE ........... 
U. S. DOLLAR LOAN REPAYMENTS 

MSF' and P.L. 480 Loans ............. 
Export-Import Bank ................. 

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

aJ July-Dec . 1961 



Country: PANAMA GENERAL ECONOMIC DATA 
PANAMA 

LREA & POPULATION 

BASIC DATA 

AVERAGE 
Unit PANAMA (UNDEV.  AREIS:  

... Population (1961) 

Annual Growth ..... 
Density per sq.mi. 

LGRICULTURAL LAND 

'$ of Total Area ..... 
Per Capita .......... 

QWER PER CAPITA ...... 

DUCATION 

Literacy Rate ....... 
Pupils as  k of Pop. 

(prim. & ~ e c .  ) ..... 
Pupils per Teacher 

(prim. only) ....... 

!mz!! 
Life Expectancy ..... 
People per Doctor ... 

M i l .  

k 
No. 

k 
Acres 

K U H / Y ~  

k 

k 

No. 

Yrs. 

No. 

XXX 

XXX 

2.4 

40 

2 5 

2-  5 

80 

3 5 

9 

38 

40 

7,000 

Unit 

GROGS NATIONAL PRODUCT * 
Total GNP (in 1960 Prices) ............... $ Millions 
Per Capita GNP ........................... Dollars 
Investment as  Percent of GNP ............. Percent 

AGRICULTURAL PRODUCTION INDEX - TUTAL....... 1952-54=100 
Index Per Capita I ,  ......................... .............................. Rice, rough 1,000 MT. 

.................. ELECTRIC PaWER PRODUCTION M i l l .  KI4H 

COST OF LIVING INDEX (panama City) ......... Dec.1953-100 

FOREIGN TRADE= 
Total Exports (f .o.b. ) ................... $ Millions 

Bananas (Excl. c.F.Z ) ................... II 

Total Imports (c. i .f .)  ................... , I  

Trade Balance I1 ....................... 
Trade with United States ( h c l .  C.F. Z. ) 

Exports t o  U.S. (f .o. b. ) ............ $ Millions 
Impoes from U.S. (f.0.b.) I, .......... 

Trade Balance 11 .................. 
GOLD & FOREIGN EXdHANGE (end of year) 

I t  ...... 
( ~ e p o s i t  Money ~ a n k s )  - 

CENTRAL GOVERNMENT FINANCES* FY ending Dec. 31 

Total Expenditures ................................ 
(Defense Expenditures) ....................... 
(Capital Outlays) ............................ 

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Rc ~ o a n s )  .... 
Remaining Deficit ( - )  or Surplus (+) .............. 

Calendar Years 

lgSg lgto 1961 Est. 

40.2 34.5 29.0 (Sep) 

Million Dollar Equivalents - 
1959 1960 
pp 

1961 

66.6 66.6 71.6 
(1.1) (1.1) (1.1) 
(9.6) (9.0) (13.0) 

w - Converted a t  3 Balboa per U.S. $. 
a - Includes Colon Free Zone. 
b - Revised. 
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S i t u a t e d  on the northern coast of South America, Venezuela i s  
about a t h i r d  l a r g e r  than Texas i n  s i z e  and has a population of 
approximately 6,900,000. After  years of dic ta torship,  Venezuela 
iiu* iias u d e u u c m ~ i c a i i y  e iec ted  constltutionaL government headed 
by President  Romulo Betancourt. 

Venezuela has been an outstanding leader  i n  the Alliance f o r  
Progress.  The concrete s t e p s  a l ready taken under the  Betancourt 
adminis t ra t ion t o  promote s o c i a l  reforms and economic develop- 
ment along t h e  l i n e s  envisioned by the  Alliance a r e  considerable. 

In the  economic realm, U.S. t o t a l  t r ade  with Venezuela i s  g rea te r  
than with any o ther  country i n  Lat in  America. It suppl ies  the  
United S t a t e s  with approximately 6@ of our o i l  imports and 30% 
of our i r o n  ore  imports. United S t a t e s  pr ivate  investment of 
about $2.6 b i l l i o n  i s  great.er i~ Venezuels t b a ,  ii:: any ~ t h e r  
country i n  the  world except Canada. 

Country Background 

Venezuela's h i s to ry  has been characterized by a r u l e  of d i c t a t o r s .  
Basic needs of the psople were l a rge ly  ignored. The present 
Betancourt c o a l i t i o n  government, which came t o  off ice  i n  Febru- 
a r y  1959, represents  the  longest democratic e r a  i n  Venezuela 
h i s t o r y .  Since that date,  it has i n i t i a t e d  a se r ies  of progres- 
s ive  s o c i a l  reform and economic developnent measures. 

Venezuela is a country which has an extraordinary growth 
p o t e n t i a l .  During the 1950'6, in tensive exploi ta t ion of i t s  pe- 
troleum and i ron  ore  resources, together  with  subs tan t ia l  growth 
i n  manufacturing and commerce p r d u c e d  remarkable economic growth, 
averaging 8$ per  annum. 

Depsite t h e  highest per  cap i ta  income i n  Lat in  America, the  pa t te rn  
of income d i s t r i b u t i o n  is  extremely uneven. By 1958 about lOqb  of 
t h e  income earners  received one-half of t h e  t o t a l  nat ional  income. 
A t  t h e  o t h e r  extreme, about 5 6  received only about one-tenth of 
the  income. Even today, the  poorer ha l f  of the population is  
l i v i n g  close  t o  subsistence l e v e l s  with  per  capi ta  incane of about 
$150 per  year .  In  the  countryside, the  average income of 400,000 
fami l ies  is around $300 a year.  The conditions i n  rural a reas  
have caused a rapid s h i f t  of population t o  t h e  c i t i e s  where eco- 
nomic opportuni t ies  appear b e t t e r .  I n  the  ten-year period ending 
1960, c i t i e s  increased i n  s i z e  by 5G$ while the  rural a rees  grew 
i n  population by only 14%. A t  present,  704 of the Venezuelan 
people l i v e  i n  urban areas.  This urbanization has created t r e -  
 ond do us s o c i a l  and economic problems. 

The housing shortage is  estimated a t  about 800,000 u n i t s  - an 
immense f igure  f o r  a population of seven mil l ion.  A s  of 1959- 
1960 about 600,000 famil ies  were wi t.ho11t pntahle w a t e r  -!ppIy 
and over 700,000 familes lacked s a n i t a t i o n  f a c i l i t i e s .  I n  1958 
half  of the  adu l t  population was estimated t o  i l l i t e r a t e  and @$ 
of the  school-age chi ldren were not a t tending school. Of those 
who attended, the majority d id  not complete the  f i r s t  th ree  
grades of primary school. 

During the past  severa l  years ,  Venezuela has been i n  a ser ious  
economic recession. Since Venezuela i s  the  world's l a r g e s t  o i l  
exporter ,  the  growing world o i l  surplus ,  with consequent pr ice  
reductions,  has se r ious ly  damaged t h e  economy, which i s  heavily 
dependent upon such income. In  addi t ion,  widespread apprehension 
over p o l i t i c a l  changes i n  Venezuela s ince 1958 has caused a 
d r a s t i c  reduction i n  new foreign investment and a ser ious  f l i g h t  
of c a p i t a l .  Venezuela's second iqdustry - construction - has 
a l s o  declined markedly due t o  sharp curtailment of monumental 
publ ic  works and a reduction h pr iva te  housing s t a r t s .  Unem- 
ployment has r i s e n  s t e a d i l y  and now stands a t  12% of the  l abor  
force.  The ser ious  lack of growth is  indicated by the f a c t  t h a t  
i n  1960 and 1961, Gross National Product (GNP) grew only 1% per  
annum while population grew a l i t t l e  more than 3% r e s u l t i n g  i n  
an ac tua l  decl ine of about 2$ i n  p e r  cap i ta  GNP. 

Self-Help and Soc ia l  Reform 

Confronted with s o c i a l  and economic problems of such staggering 
proportions, the  Betancourt Government has moved vigorously t o  
improve the general welfare and s t imulate  bas ic  economic develop- 
ment. It i n i t i a t e d  a comprehensive agrar ian reform program i n  
March 1960, and grea t ly  expanded t h e  education system. Moreover, 
t h e  Government es tab l i shed  a development plan which i s  revised 
annually t o  cover the  succeeding four  years.  The following 
measures have been taken a s  a p a r t  of President Betancourt 's  
progressive program: 

Agrarian Reform. I n  march 1960 Venezuela adopted a land reform 
program which has already r e s e t t l e d  40,000 famil ies  on 3,000,000 
ac res  of land. This comprehensive program i s  a model f o r  all 
Lath America. During h i s  t r i p  t o  Venezuela, President Kennedy 
d i s t r i b u t e d  land t i t l e s  under t h i s  program. 

Development Planning. I n  1961 Venezuela completed a comprehensive, 
four-year na t iona l  development plan. It i s  expected that t h i s  
plan w i l l  be presented t o  the  Organization of American S t a t e s  (w) 
panel f o r  review i n  the  next few months. It c a l l s  f o r  GNP in- - 

crease of 7% - 8$ per  year.  
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Public Administration. In July 1961 the sa lar ies  of the 
government o f f i c i a l s  were cut 54. 

Education. Since 1958 primary school enrollment has increased 
well over 50%; secondary school enrollment has doubled; teacher 
t raining enrollment has quadrupled. Pr ,Wry school enrollment has 
increased from 751,561 t o  1,223,314; secondary school enroll- 
ment from 55,194 t o  105,000; teacher t ra in ing  enrollment from 
8,260 t o  31,641; vocational school enrollment from 19,357 t o  
41,419; teachers i n  service increased from 26,230 t o  45,132. 

Tax Reform. In February 1961 tax ra tes  were raised and an 
estimated annual increase of $60 million i n  revenues is  projected. 

Housing. In  November 1961 savings and loan associations and an 
Urban Mortage Bank were established t o  a s s i s t  i n  the housing 
e f fo r t .  

Free World Assistance. Current prospects are fo r  s ignif icant  
amounts of assistance during 1962-1963 from Western European and 
Japanese public and private sources. 

U.S. Assistance Plans 

The Agency fo r  International Lkvelopnent (AID) program proposes 
t o  join with other Free World sources of assistance i n  order t o  
enable the Venezuelan Government t o  continue important social  
development projects such as  housing, education, land reform and 
agriculture. These projects are v i t a l  t o  improved po l i t i ca l  
s t a b i l i t y  and confidence i n  the Venezuelan economy, essential  con- 
d i t ions  of development. Venezuela is making impressive advances 
along the path of the socia l  reforms cal led f o r  by the Alliance 
fo r  Progress. The United States w i l l  work with the Venezuelans 
t o  improve these programs and ins t i t u t e  other se l f  -help measures 
with public administration reform. 

Proposed AID Program f o r  FY 1963 

Following are examples of the highest p r io r i ty  ac t iv i t i e s  t o  which 
A I D  w i l l  attempt t o  address i t s e l f  during FY 1963, through loans 
and grants. Approval of specif ic  loans w i l l  depend on the cm- 
pletion of f eas ib i l i t y  and engineering studies and the meeting of 
other conditions. 

Agrarian Reform. A community development loan, designed t o  help 
improve l iv ing  conditions and s t ab i l i ze  the population i n  rura l  
areas. 

Venezuelan Development Corporation. A loan t o  the Venezuelan 
Lkvelopment Corporation fo r  reloan t o  private industry. 

Commerical Agricultural Develownt.  Development grant a s s i s t -  
mce f o r  establishing a comprehensive land-use system, f o r  sub- 
s t an t i a l ly  increasing agricultural  extension offices,  and f o r  
encouraging large-scale production of r ice ,  corn, f r u i t  and 
coffee. 

Vocational Education. Developnent grant funds t o  provide large- 
scale t raining of sk i l led  indus t r ia l  workers, teacher t raining 
i n  vocational. education and spectal on-the-job t ra in ing  courses. 

Economic Planning. U.S. economic advisers and short-term con- 
sul tants  t o  assist the Government of Venezuela's Economic 
Coordination and Planning Office i n  problem areas of national 
planning, t o  t r a i n  necessary technicians and t o  help improve 
intra-government l ia i son .  

Public Administration. Development grant funds t o  a s s i s t  the 
Government of Venezuela Public Administration Commission t o  
develop a cadre of Venezuelan administrators and instructors  t o  
t r a i n  annually 400 lower and middle echelon public servants in 
certain s p c i a l i z e d  f ie lds .  

Labor Programs. Under a three-year program in i t i a t ed  i n  FY 1962, 
technical t raining fo r  1,000 Government of Venezuela labor of - 
f i ca l s .  In addition an e f fo r t  w i l l  be made t o  assist i n  imprw- 
ing the sk i l l s  of 50,000 urban workers and i n  training labor 
o f f i c i a l s  i n  both leadership and labor-management government 
relat ions.  

Accomplishments 

The program i n  Venezuela w i l l  be concentrated on selected socia l  
development projects designed t o  improve po l i t i ca l  s t a b i l i t y  and 
move Venezuela toward the day wkn restored confidence in  the 
econoqy w i l l  permit it t o  finance all developnent from i ts  awn 
re sources . 
To assure that  any assistance t o  Venezuela conforme t o  c r i t e r i a  
established by Congress and the new administration, a special U.S. 
Teem worked intensively fo r  three months with Venezuelan Federal 
and S ta t e  planning and operating o f f i c i a l s  t o  define key develop- 
ment problem areae and develop proposals f o r  p r io r i ty  assistance. 
The U5 A I D  Mission, working with the Venezuelan Government, then 
formulated a cooperative developmental program. 
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The euccese of U.S. e f f o r t s  thus f a r ,  pa r t i cu la r ly  those of an 
advisory nature ,  has been re f lec ted  i n  s ign i f i can t  pol icy changes 
of the Venezuelan Government i n  a reas  r e l a t e d  d i r e c t l y  t o  A I D  
objectives.  

A s  a p r a c t i c a l  matter,  advice by U.S. o f f i c i a l s  has played a 
l a r g e  part i n  e f f e c t i n g  these necessary changes. Due i n  l a r g e  
p a r t  t o  U.S. e f f o r t s ,  the  Government of Venezuela now recognizes 
t h a t  agra r ian  r e f o m  can be f u l l y  e f f e c t i v e  only i f  coupled with 
a g r i c u l t u r a l  c r e d i t  t o  farmers and adequate technical  ass i s tance  
designed t o  proved t r a i n i n g  i n  technical  schools aimed a t  in-  
creasing a g r i c u l t u r a l  production and es tab l i sh ing  a comprehensive 
land-use system; the  Ministry of Education now has come t o  accept 
t h e  concept of developing milti-purpose secondary schools which 
would include vocational t r a i n i n g  i n  t h e i r  regular cur r icu la ;  and 
the  prssi&iit  of the Agricult.rirrird Wk, iiorking i i i t h  AID, t h e  
Rockfeller Foundation and the Council of Rural Welfare, has devel- 
oped a sound program f o r  supemised agr icu l tu ra l  c r e d i t .  

A U N C Y  FOH INT'L DEVELOPMENT - TOTAL.. . 

-- 
Obligations and Commitments FY 

(mil l ions  o f  cbllars & dollar equiv.) 1946-1961 - 

Alliance f o r  Progress: .......... Loans (DLF p r i o r  to 1962) 
I.D.B. Trust Fund Loans............ ........ Grants (T.C. p r i o r  t o  1961) 

Supporting A s a t .  (DS/SA p r i o r  to 1961) 
Other PISP Economic................... 

FOOD FOR PEACE (POL. lr801 
T i t l e  I, Country Uses................ 

(Sales  Agreauents). ................. 
T i t l e  II.................L--~ee,e=.,. 
T i t l e  III............................ 
T i t l e  IV............................. 

FY 
1961 

MILITARY ASSISTAWE (Pronramsr 
. M.A.P. Grant Aid................... 

M.A.P. - C r e d i t  Assistance.. ......... 
Non-M.A.P. Mil i tary Assistance....... 

FY 
1962 

ASSISTAKE FROH IM"L AGENCIES 
IBRD - World Bank ................. 
In te rna t iona l  Finance Corporation . 
Inter-American Develop. Bank ...... 
UN Tech.Assist.-CY ending i n  FY ... 
UN Special  Fund ................... 

OTHER FREE WORLD ASSISTANCE ......... 
......... SINO-SOVIET BLOC ASSISTANCE 

U.S . DOLLAR LQAN REPAYMENTS ............ MSP and P.L. 480 Loans 
................ Export-Import Bank ............ Other Government Loms 

EL/ July-December, 1961. 
b/  Data c l a s s i f i e d .  

L;ss than $50,000. 



Country: VFNEZUEIA 
VENEZUELA 

GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
U n i t  VENEZUEIA (UHDEV . A R E A S  

lREA & POPULATION 

Area ................ 1000 sq.mi. 352 xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

$ of Total Area ..... 
Per Capita .......... 

3WER PER CAPITA ...... 

DUCATION 

Literacy Rate ....... 
Pupils a s  $ of Pop . . 

(Prim . & ~ e c . )  ..... 
Pupils per Teacher 

(Prim . only) ....... 

E u E  

..... Life  Fxpectancy 

... People per Doctor 

M i l  . 
P 

No . 

P 
Acres 

K U H / Y ~  

P 

P 

NO . 

Y r s  . 
NO . 

GRCGS NATICPIAL PRODUCT* ............... Total GNP ( i n  1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

....... . AGRICULTURAL PRODUCTION INDEX T6AL 
Index Per Capita ......................... ..................................... Corn 

PRODUCTION INDEX 

COST OF LIVING INDEX (Caracas) ............ 
FOREIGN TRADE ................... Total Exports (f .o. b. ) 

Petroleum and products ................. ................... . Total Imports (c . i . f  ) 
....................... Trade Balance 

Trade with United Sta tes  (U . s . d a t a ) :  

Fxports t o  U.S. (f  .o. b. ) ............ 
Imports from U.S. (f .0.b.)  .......... 

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

CENTRAL GOVERNMENT FINANCES * 

Calendar Years 

Unit 1959 X E s t  . - 
$ Millions 7. 053 7. 152 7. 200 

Dollars 1. 083 1. 066 1. Oh0 
Percent n.8. n.a. n.8. 

$ Millions 2. 369 2. b32 2. It00 
I I  2. 17It 2. 210 2. 230 .. 1 577 1 188 1 020 
I. -k +ct +* 

$ Millions 890 9L8 893 

Total  Expenditures ................................ ....................... (Defense Expenditures) 
............................ ( C a p i t a l  O u t l a y s )  

Domestic Revenues ................................. 
......... Budget Receipts from Non-U.S. Foreign Aid 

.... Budget Receipts from U.S. Aid  r rants Pz Loans ) 

.............. Remaining Def ic i t  (-)  o r  Surplus (+) 

- M i l l i o n  D o l l a r  E q u i  a ents . 
tai.ye, 

1958/59a 1959/60a 1962 (Bud) 

+ . Converted a t  3.35 Bolivares 'per U . S . $ . 
a . FY ending JUne 30 . 
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NEAR EAST AND S O W  ASIA 

The United S ta tes  has major l a s t i ng  in t e r e s t s  in  the  Near East and 
South Asia. Of f i r s t  importance, t h i s  region has t he  world's 
l a rges t  non-Communist population and it i s  r is ing t o  t he  challenge 
of economic development. The area supplies much of the  o i l  essen- 
t i a l  t o  Free World economic strength. Vital  trade routes and 
l i ne s  of communication cross it. It i s  an object of major Sino- 
Soviet bloc e f fo r t s  t o  expand in to  the Mediterranean countries, 
South Asia and Africa. 

Throughout t h i s  diverse area U.S. objectives can be achieved over 
t he  long haul only i f  the challenge of the  Decade of Development 
i s  successfully met. Economic progress w i l l  not only reduce the  
need fo r  short-run support programs but w i l l  more surely promote 
our essent ia l  p o l i t i c a l  and mi l i ta ry  in te res t s  i n  the  region. If 
progressive changes i n i t i a t ed  by governments of the Near East and 
South Asia can be continued and i n  some cases advanced, a major 
s h i f t  oan occur toward t r u l y  long-range development. 

Both the  current and proposed U.S. a id  programs r e f l ec t  t h i s  
desired s h i f t .  A large volume of supporting grants may now be 
eliminated o r  sharply reduced. Development lending should be 
fur ther  increased. In  the past  year AID has used t o  good ef fec t  
i t s  au thor i ty  t o  make long-term commitments and intends t o  re ly  
upon i t . f u r t h e r  i n  the coming f i s c a l  year. 

Economic Assistance t o  Near East and South Asia Region 

( i n  millions of dol lars)  

FY 1961 FY 1962 FY 1963 
Actual Estimated Proposed 

Development Grants 68.6 63.5 78.0 

Development Loans 377 5 634.1 850.0 - 950.0 

supporting Assistance 284.1 206.9 100.1 

The Need f o r  Development 

The goal of both the  United S ta tes  and of t he  peoples of t he  area 
is t o  build strong, s t ab l e  governments throughout t he  en t i r e  
region -- governments capable of achieving economic progress and 
of preserving t h e i r  own p o l i t i c a l  independence. In these dap no 
government dependent on popular support can long survive unless it 
is  able t o  assure i ts  people t ha t  they can r a i s e  t h e i r  low stand- 
ards of l i f e .  

A l t h o w  l iv ing  standards vary, the  majority of people l i v e  at the 
edge of subsistence. In v i r t ua l ly  a l l  these countries, t he  lead- 
e rs  intend t o  -- and indeed must -- take an increasing in t e r e s t  i n  
expanding t h e i r  economies. Growing numbers now hold the  convic- 
t i on  tha t  be t te r  things can and should be the i r s .  This conviction 
has been fed by new world-wide contacts and by the stimulation of 
national independence. 

The pressure f o r  progress is, of course, stronger i n  cer ta in  coun- 
t r i e s  than i n  others,  but it i s  important i n  all the  major coun- 
t r i e s  of the  area. In the  face of t he  Communist dr ive f o r  world 
ddmimtion, t he  need t o  take effect ive act ion i s  urgent. The 
area ' s  progress must be r ea l ,  and it should be c lear  t ha t  it has 
genuine 'western support. Independent governments -- both those 
oriented t o  the  West and those t ha t  a r e  not -- must of fe r  convinc- 
ing assurance tha t  t h e i r  people's basic aspirat ions w i l l  be s a t i s -  
f ied. If not, dangerous experiments w i l l  f ind  favor. 

This i s  not remote. Within democratic India, during the  Second 
Five-Year Plan, t he  S t a t e  of Kerala was governed f o r  a time by a 
Communist cabinet. In a subsequent e lec t ion  the  Cornmists were 
defeated only narrowly. There is  abundant proof t ha t  without 
achievement by non-Communist programs, support f o r  rad ica l  and 
tyrannous systems can come swift ly.  Such forces a r e  cleary a t  
work i n  a t  l e a s t  th ree  countries.  While not o v d t l y  ac t ive  i n  
several  others,  they a r e  known t o  ex is t .  It i s  a dangerous mis- 
take t o  underestimate t h e  poten t ia l  appeal of radical  measures i n  
the  absence of e f fec t ive  programs f o r  progress from established 
regimes. 



NEAR EAST AND SOWI'H ASIA (continued) 

The Sino-Soviet bloc, recognizing the great appeal of economic 
development, has directed about three-fif ths of i t s  economic aid 
t o  t h i s  part  of the world. 

Prospects for  Progress i n  the Decade of Development 

Achievements of the recent past hold considerable promise fo r  the 
s ix t i e s  being a r ea l  decade of development. Fortunately, the 
major countries of the Near East and South Asia have all shown 
tha t  they understand what is required of them t o  start down the 
road of progress. In varying degree, these governments have 
undertaken the d i f f icul t  measures needed t o  accelerate social  and 
economic change. 

A l l  need comprehensive programs capable of increasing investment 
and of sustaining rising per capita income. Particular at tention 
must be paid t o  education, t o  training of technical and mma- 
ger ia l  personnel, t o  reform and t o  development of economic inst i-  
tut ions.  

Few countries of the region have the  resources t o  mount an ade- 
quate development effort  w i t b u t  some outside assistance. Per 
capita output i n  most averages belqw $150 per year - i n  soma 
cases well below $100. It is part icularly d i f f icul t  t o  ra ise  
these figures when the population is growing rapidly, as it i s  i n  
most of these countries, and when subsistence agriculture is the 
source of income of a majority of the  population. The people a re  
often unwilling t o  depress the i r  very limited consumption further 
i n  order t o  finance national investment. 

To compound the diff iculty,  investment must often compete wlth 
substantial  military establishments f o r  limited government reve- 
nues. As incomes actually r i s e  it should be possible t o  mobilize 
increasing sums fo r  development, so that  ultimately growth can be 
self-sustaining. 

Some countries i n  the region began the i r  drive f o r  progress sev- 
e ra l  years ago and can now report substantial accomplishments. 
India and Pakistan have carried out land reforms, and raised the 

level  of tax revenue by 115s and 374 respectively, i n  the past 
f ive  years alone. !Furkey has increased i t s  tax revenue by 131$, 
Is rae l  by 151$, Greece by 54% and Iran by 187s. In most cases 
the increases exceed the growth of the economy by a wlde margin. 

Both India and Pakistan have limited t h e i r  military expenditures 
i n  order to expand development. Between 1956 and 1961, M i a ' s  
military budget f e l l  from 204 of t o t a l  government outlay t o  15s. 
Development expenditures remained a t  444 of the r ising t o t a l .  In 
,Pakistan the military dropped over the same period, from 3% t o  
2% of the to ta l ,  as  development rose from 37s t o  41%. Pakistan 
has adopted a number of measures t o  stimulate pr iv~l te  develop- 
ment activity. The government has l iberalized price and material 
controls, granted tax concessions t o  domestic and foreign inves- 
tors,  reduced subsidies and controls, and adopted export incen- 
t ives.  Turkey has carried out a drast ic currency reform and 
stabil ization program, h y i n g  firm foundations f o r  sound expan- 
sion of develoirment activi ty.  In Iran a s t a r t  has been made 
toward stabil ization and budget reform. 

Much remains t o  be done -- more i n  some countries than i n  others. 
S t i l l ,  the actions taken t o  date are  impressive. They give hope 
fo r  steady progress over a period of years. 

Several countries of the region have worked through the medium of 
comprehensive, long-term plans. Others -- and Israel  is an out- 
standing example -- have achieved great consistency and effective- 
ness through the i r  annual budgetary processes, careful plenning 
of individual programs and a continuously evolving economic 
policy. 

In practice, many countries have found it useful t o  use a pLan 
framework projecting ahead f o r  several years i n  order t o  focus 
mt ional  attention on the merits of the goals propbed and on the 
relationship between the domestic measures needed and the 
achievements sought. Such a plan also provides a convenient 
framework fo r  considering the  country's needs fo r  external ass is t -  
ance and the adequacy and realism of its tax, investment, and 
other self-help measures. 



NEAR EAST AND SOUTH A S I A  (continued) 

V i r t - t u a l l y  all of the larger countries now have multi-year develop- 
ment plans either under way or i n  draft .  Both India and Pakistan 
are  cafiying out five-year plans which have been reviewed and gen- 
eral ly endorsed by consortia of several Free World developed 
nations, under leadership of the International Bank fo r  Recon- 
struction and Development. We have made commitments t o  M i a  and 
Pakistan going beyond one year, and we expect to make similar com- 
mitments t o  other countries. In both India and Pakistan, our 
ab i l i ty  t o  do so provides a more adequate basis f o r  orderly plan- 
ning and phasing of the i r  development. It contributed t o  our 
success i n  securing maximum contributions flnm other developed 
countries now aiding both. 'Ib date our commitments, and those of 
d&er lendizg co-atr ies,  b v e  been for  two-year periocis oniy. 

Turkey and Iran a re  now preparing comprehensive development plane, 
both of which are  t o  s t a r t  i n  the coming year. The two govern- 
ments have identified important refoms which muet be made. Both 
recognize the need t o  further mobilize the i r  o m  resources f o r  
development. There i s  reason t o  expect that  the two programs vill 
provide proper frameworks fo r  outside support, and that Turkey and 
Iran vill be able t o  carry on the i r  work effectively i f  given 
assistance and encouragement. 

Greece and Is rael  have not adopted detailed long-run plane but 
both are  making good use of the resources available t o  them and 
both a re  achievbg progress. Is rae l  i s  incressing i t s  output as  
f a s t  as almost any country i n  the world, v i th  the help of a Large 
inflow of capital .  

sgypt has an elaborate and ambitious development plan. However, 
it i s  t o  a considerable extent based on nationalized enterprise 
and is very large in relat ion t o  resources available. 

In other countries of the region, organized economic developaent 
ef for ts  a re  less  advanced, but progress i s  seen i n  some important 
areas. Afghanistan - vi th  extensive outside help -- is drafting 
a proposed second Five-Year PLan. Jordan, too, has drawn up a 
Five-Year Plan vi th  the help of outside advisors, largely from the 
United States. Since vithdrawlng frcnn the UAR, Syria is taking 
measures t o  l ibera l ize  f inancial  and trade policy. Syria plane t o  
restore the private sector t o  a greater role than it ~ l e y e d  during 
the country's former association vi th  the UAR. Other area nations 
giving increased at tention t o  development needs a re  Cyplue and 

Increased A D  Rnphasis on Development 

FY 1963 w i l l  see further steps i n  the transit ion from short-run 
military and pol i t ica l  support t o  an emphasis on long-term devel- 
opment. This changing emphasis i s  summarized by the reduction i n  
proposed Supporting Assistance t o  $100 million, less  than half 
the $206.9 million level  of FY 1962, and the proposed increase i n  
Developnent Lending from $634 million to  a range of $850 - $950 
million. 

Up t o  now, U.S. grants of Supporting Assistance have been needed 
in Greece, Turkey, Iran and Pakistan t o  maintain the military 
forces t o  meet the threat  of aggression and t o  ass i s t  those 
nations' economies t o  beax the extra burden. 

The strengthening of the economy of Greece i n  the past few years, 
the organization of a successful coneortium i n  support of the 
Pakistan development effort ,  and the s t a r t  of a new plan period 
f o r  Iran create the opportunities t o  s h i f t  on a sound basis from 
supporting assistance t o  development a id  during FY 1963. Simi- 
lar ly ,  pZanning being done i n  Turkey raises a l ike  possibil i ty 
fo r  some future date. 

While we are determined t o  increase emphasis on long-run econolnic 
developnent and reduce the short-term m i l i t a q  and po l i t i ca l  SUD- 

port as  quickly as possible, we cannot ignore immediate military 
and pol i t ica l  threats .  Wl i t a ry  forces in same countries form a 
part of our collective security alliances. In others, such as 
Iran, a constant threat  i s  obvious. 

It is imperative that the sh i f t s  in emphasis do not disturb ei ther 
our close relatione vith these countries or  the i r  confidence. 
Changes from grant assistance, i n  fact ,  can best be made where 
sound development programs a re  involved and sufficient  develop- 
ment lending i s  available. 

Conflicts Between Countries i n  HES& 

Within the region there are  a number of disturbing pol i t ica l  dis- 
putes that  cause national treasure and energies t o  be diverted t o  
military uses. Each offers the Sino-Soviet bloc opportunities t o  
realize strategic advantage. 

The most ~ r e s s i n n  confl icts  ere those between Israel  and its Nepal. - - - 

97 Adab neighbors, between India and Pakistan over Kashmlr, and 



NEAR EAST AND SOUTH ASIA (continued) I n  Nepal, Ceylon and t h e  UAR bloc programs have been l a r g e r  i n  
r e l a t i o n  t o  t h e  s i z e  of t h e  economies than i n  India ,  i n  t h e  last 

Afghanistan's d i spu te  with Pakistan over t h e  s t a t u s  of t h e  P-~shtun two cases having s i g n i f i c a n t l y  a l t e r e d  t r a d e  pa t te rns .  Heaviest 
t r i b a l  area .  r e l a t i v e  concentration of bloc a i d  i n  t h e  region has gone t o  

Afghanistan and Yemen. In  a l l  such cases  U.S. a i d  programs take  
The Arab-Israel h o s t i l i t y  has  drained resources of both s ides  and i n t o  consideration t h e  d e s i r a b i l i t y  of keeping a l t e r n a t i v e  sources 
has d i s t o r t e d  t h e  reg ion ' s  p o t e n t i a l  f o r  economic interdependence. of ass is tance open o r  of f o r e s t a l l i n g  v i r t u a l  l o s s  of a country t o  
The Soviets  have seized on t h e  i s sue ,  posing a s  f r i e n d s  of t h e  Soviet domination. 
Arab world. 

Proposed Program f o r  F'Y 1963 
H o s t i l i t y  between India  and Pakistan cen te r s  around which country 
should &ern Kashmir. While t h e  Ten-Year Indus Basin Pro jec t  
may resolve t h e  two count r ies '  ser ious  d i spu te  over i r r i g a t i o n  
water, Kashmir remains a major source of contention. 

The Afghan-Pakistan d i spu te  took a t u r n  f o r  the  worse l a s t  F a l l ,  
when t h e  border between t h e  two countr ies  was closed. Not only 
d i d  t h i s  c u t  o f f  Afghanistan's s i g n i f i c a n t  t rade,  bu t  it became 
almost impossible t o  d e l i v e r  U.S. a i d  suppl ies  t o  Afghanistan. 

Our main means f o r  a t tempting t o  resolve these i s s u e s  remain 
diplomatic.  We seek through a l l  possible  channels and a t  every 
opportuni ty  t o  persuade I s r a e l  and t h e  Arab countr ies  t o  resolve 
t h e i r  s p e c i f i c  i s s u e s  and a r r i v e  a t  a s t a b l e  acceptance of t h e i r  
r espec t ive  s ta tus .  We have extended good o f f i c e s  t o  Afghanistan 
and Pakistan i n  an e f f o r t  t o  work ou t  agreement on a formula f o r  
reopening t h e  border and r e s t o r a t i o n  of normal re la t ions .  We have 
repeatedly and a t  t h e  h ighes t  l e v e l s  urged t h e  l eaders  of India  
and Pakistan t o  work o u t  a reasonable agreement on t h e  s t a t u s  of 
Kashmir. 

The Sino-Soviet Bloc Economic Offensive 

The major countr ies  i n  t h e  Near East and South Asia have made 
ser ious  e f f o r t s  t h i s  year  toward t h e i r  own economic development, 
encouraged i n  p a r t  by President  Kennedy's proclamation of t h e  
Decade of Development. Consequently, t h e  United S t a t e s  must be 
prepared t o  join  with other  developed countr ies  t o  support 
e f fec t ive ly  those ser ious  economic development programs t h a t  a r e  
underway or w i l l  be launched during 1963. 

In  FY 1962, U.S. development lending, l a rge ly  i n  support of such 
program, is expected t o  near ly  double t h e  1961 f igure ,  $669.1 
mil l ion compared t o  $377.5 mill ion.  For FY 1963 it is proposed 
t h a t  the  development lending l e v e l  be increased t o  between $850 
and $950 million. 

Development Grant programs of $78 mil l ion a r e  proposed f o r  t h e  
coming f i s c a l  year,  an increase over FY 1962 of $14.5 mil l ion.  

Generally, Supporting Assistance may be reduced a s  development 
programs make themselves f e l t .  Thus it i s  proposed t h a t  i n  F'Y 
1963 t h i s  category of he lp  be reduced from t h e  $207 mil l ion l e v e l  
of FY 1962 t o  about $100 mil l ion,  i n  some cases  being terminated 
al together .  

Since t h e  Soviet  bloc economic a i d  offensive was launched i n  1955, 
it has been heavi ly  concentrated i n  t h e  Near East and South Asia. 
The t o t a l  committed i n  t h i s  region t o  da te  by t h e  bloc i s  about 
$2.6 b i l l i o n ,  represent ing about 60% of a l l  Soviet foreign economic 
a i d .  This bloc ass i s tance  i s  concentrated i n  amounts and times t o  
produce t h e  maximum p o l i t i c a l  e f f e c t .  

I n  India ,  t h e  a i d  from Russia and t h e  s a t e l l i t e s  has been consider- 
ab le .  However, it has been used t o  a l a r g e  extent  t o  meet i m -  
p o r t a n t  planned needs. It has,  therefore ,  tended t o  reduce t h e  
l e v e l  of a i d  which might have been required from t h e  Free World 
f o r  India .  Although bloc a i d  has afforded a focus f o r  e f f e c t i v e  
propaganda, it has ncr* been s u f f i c i e n t  t o  c rea te  t h e  prospect of 
Communist domination. 

Development Lending 

In  general t h e  major countr ies  of t h e  Near East-South Asia region 
a r e  e i t h e r  we l l  along i n  development programs o r  a r e  c lose ly  
approaching t h e  t r a n s i t i o n  t o  major development financing, i n  both 
cases  with t h e  United S t a t e s  ac t ing  i n  concert  with other  i n -  
dus t r i a l i zed  countr ies  and with financing i n s t i t u t i o n s .  Although 
predictions ca r ry  t h e i r  hazards, t h e  s i t u a t i o n  i s  s u f f i c i e n t l y  
promising t h a t  it i s  i n  t h e  U.S. i n t e r e s t  t o  be i n  a posi t ion t o  
a c t  on a s u b s t a n t i a l  volume of loans t o  such nations.  On t h e  
o ther  hand, it i s  not  i n  t h e  U.S. i n t e r e s t  t o  omit a t t e n t i o n  t o  
t h e  whole range of country prospects i n  t h e  area .  Accordingly 
it i s  necessary t o  plan on a number of meritorious requests  f o r  
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13~iii6 Zi-~ri l  ~ ~ i i i i t ~ i ~ ~  which jusiily t l ~ r u ~  ULI v t i r l uus  grounus, i n  
almost a l l  cases  f o r  spec i f i c  development projects .  Occasionally, 
uros;ram loans -- those used t o  finance imports needed i;i de- - 
velopmerit kroArams -- may be used where 
thereby be fos te red .  

Development Grants 

Although severa l  nations have developed 
c a l  s k i l l s  and can now provide f o r  such 

sound development w i l l  

extensive domestic techni-  
outs ide t echn ica l  a s s i s t -  

ance a s  i s  needed from t h e i r  own budgets without grant  a i d ,  the  
proposed t o t a l  f o r  FY 1963 i s  g rea te r  than f o r  FY 1962. The 
d i f fe rence  represents  promising new programs i n  some countr ies t  
continuance i n  others ,  and s h i f t i n g  of emphasis from Supporting 
Assistance. 

Throughout t h e  region it i s  our goal  t o  eliminate a l l  grant  
p r o j e c t s  t h a t  w i l l  not m k e  t r u l y  s u b s t a n t i a l  contributions t o  
t h e  economies and t o  nat ional  independence of the. countr ies  in -  
volved. A l l  p ro jec t s  w i l l  be under continuous review t o  make 
c e r t a i n  t h a t  they meet the  new c r i t e r i a .  Some projects  cannot be 
terminated immediately, but  any pro jec t s  not meeting t h e  c r i t e r i a  
w i l l  be eliminated a s  soon a s  possible.  AID mission d i r e c t o r s  
know t h a t  they  w i l l  be held responsible f o r  t h e  q u a l i t y  of every 
a c t i v i t y .  

The.main purposes of our Development Grant programs a r e  t o  a s s i s t  
t h e  h o s t  governments i n  planning development programs, economic 
p o l i c i e s ,  and important sec to r  programs; t o  es tab l i sh  educational 
i n s t i t u t i o n s  adequate t o  meet fu tu re  needs f o r  technical  and 
managerial personnel; and t o  t r a i n  and advise present t echn ica l  
and managerial personnel responsible f o r  important a c t i v i t i e s .  
A wel l  planned and executed grant program i s  an important precursor 
and complement t o  t h e  loan program i n  most countries. 

Supporting Assistance 

t o  make r e a l  progress i n  t h e i r  own development. The end of 
Supporting Assistance represents  graduation t o  a s t a t u s  more 
near ly  approaching se l f - sus ta in ing  capab i l i ty  but  i n  which loans 
o r  development g ran t s  a r e  s t i l l  required t o  f o s t e r  sounder 
economic growth. I n  a l l  cases,  of course, s h i f t  t o  loans ins tead  
of g ran t s  i s  a prime objective.  The proposed amounts f o r  
Supporting Assistance i n  FY 1963 a r e  considered minimal i n  terms 
of U.S. i n t e r e s t s  i n  t h e  region. 

Aid From Other Developed Free World Countries 

Other developed countr ies  of t h e  Free World and in te rna t iona l  
financing i n s t i t u t i o n s  have g rea t ly  increased t h e i r  a i d  i n  t h i s  
region. Their i n i t i a l  commitments t o  I n d i a ' s  new Five-Year Plan 
a_hst ~ r n ~ a l  t h e i r  t o t 8 1  c ~ n t r i b x t i o n ~  '- T-"'- ' -  *---  

-'I- KJ UULU s ~ W U  e a r l i e r  
plans,  and commitments made t o  da te  a r e  only f o r  t h e  new p lan ' s  
f i r s t  two years.  Their commitment t o  e a r l i e r  plans  was $1,322 
mil l ion and t o  t h e  f i r s t  two years  of t h e  new plan $1,241 million. 
A s imi la r  pa t t e rn  i s  t r u e  of pledges t o  Pakistan, with $445 
mil l ion pledged f o r  FY's 1962 and 1963. I n  addi t ion,  ten-year 
commitments have been made t o  t h e  Indus River Basin program. 

As add i t iona l  countr ies  evolve sound development programs, l a r g e r  
contr ibut ions  can be expected. The consort ia  sponsored by t h e  
IWD f o r  India and Pakistan have resu l ted  i n  increased contribu- 
t i o n s  t o  those two countries.  It i s  an t ic ipa ted  t h a t  t h e  O E D  
w i l l  l ead  e f f o r t s  f o r  s imi la r  help t o  o thers  i n  t h e  area .  

Various nat ions  have offered o ther  a i d  on t h e i r  own which fu r thers  
U.S. i n t e r e s t s ,  German ass i s tance  t o  Afghanistan and t o  t h e  
Euphrates Dam i n  Syria i s  p a r t i c u l a r l y  helpful.  The p a s t  y e a r ' s  
achievements, then, i n s p i r e  confidence t h a t  t h e  Free World's 
o ther  developed countr ies  w i l l  p lay increasing r o l e s  i n  Near 
Eastern and South Asian development. 

A s  a l ready  noted, Supporting Assistance g ran t s  for t h i s  region a r e  
expected t o  be sharply reduced i n  F!t 1963, i n  f a c t  by more than 
ha l f  and including some terminations.  It is  plain,  however, t h a t  
reduction would be unwise i f  countr ies  a f fec ted  were not  prepared 



Country: INDIA 

ladia is not only the second most populous nation, it i s  one of 
mankind's oldest civilizations. Yet the land area i s  only a lit- 
t l e  more than one-third tbat of the United States.  This means 
tbat India has an average of almost 350 persons per square mile, 
compared with 55 i n  the United States. Nevertheless, during the 
10 yeam between 1951 and 1961, per capita income has been raised 
slowly but steadily. 

'Ilhe major reason is 0 tha t  India has made monumental efforts  t o  
achieve rapid economic development. The country has worked within 
a parliamentary framework, and its accomplishments hold major 
importance fo r  the United States and the Free World. 

Present d q f  India i s  a mixture of the old and the new. After 10 
years of strong effort  i n  development, India's economic situation 
is also a mixture of progress and promise. Although 83s of the 
population l i v e  in some 550,000 villages, India has a great urban 
population and a sizable industrial  establishment. In industrial  
output ladia ranks among the top 10 nations. It i s  a major iron 
and s t e e l  producer, and is expanding in these f ie lds .  Manufacture 
of cotton t ex t i l e s  i s  the nation's largest  single industry. Jute 
products and t ea  are  principal exports in dollar  value. Fer t i l iz -  
ers, chemicals and pharmaceuticals a r e  also important industries. 
Indian railways comprise the fourth longest system in the world. 

In languages, religions and culture India has greater diversity 
than a l l  of western Europe. Fourteen main languages and several 
hundred dialects  are  spoken. Hindus constitute about 85$ of the 
population, Muslims 10s and there are  significant minorities of 
Christians, Sikhs and Buddhists. Part i t ion of the subcontinent 
into India and Pakistan vas largely along religious lines. 

While it is t rue  tht M i a ' s  labor force includes a vast surplus 
of unskilled labor and tha t  there i s  an acute shortage of t e c M -  
c e l  and mansgerial ta lent ,  it is also t rue  t h a t  new ideas are 
tahing hold and a new class of educated people i s  emerging. 
Shortages i n  a nmber of categories of trained manpower hamper 
rapid economic development, but a t  the same time developmental 
ef for ts  have demonstrated s k i l l  and determination. 

Because of India's s ize  and the re la t ive  success of her economic 
development program, there are  rea l  prospects f o r  greatly 
expanded trade and investment between our two  countries. Should 
India f a i l ,  hopes fo r  success through parliamentary means would 
be dimtued throughout the entire underdeveloped world. Viewed 
against the staggering problems which confronted India a t  the 
time of part i t ion,  the gains made since then are  both impressive 

and of major importance to the United States and t o  a l l  those who 
believe in democratic concepts. 

From the population standpoint alone, India i s  the dominant coun- 
t r y  of South h i a ;  her people comprise 14s of the ent i re  world 
population. Considering that  the country contains the bulk of 
South Asian resources requlred fo r  industrialization, India's 
advancement tahes on added significance. 

Politically, India is the most influential  of the non-aligned 
nations. During the 1 4  years since i t s  independence, M i a  has 
been engaged i n  a massive struggle to  create from i t s  divided 
and polyglot population a unified modern s t a t e  having a vigorous 
economy that  wi l l  afford i t s  hundreds of millions of people a 
better  l i f e .  In a sense th i s  struggle i s  an experiment. If 
India succeeds in bullding a modern s t a t e  without resorting t o  
authoritarian methods, the example w i l l  provide inspiration fo r  
other nations and peoples; i f  it f a i l s ,  authoritarian government 
could offer the alternative. 

U.S. goals i n  India are  t o  help i n  the  bulldine; of an economi- 
cally vlable, s table nation that  can maintain i t s  independence. 
Under those conditions, we are  confident of a sympathetic under- 
standing between the people of India and those of other f r ee  
peoples. 

Country Background 

During the past decade India has been making progress i n  develop- 
ing  i t s  material and human resources. Tvo effective Five-Year 
Plans have been carried through, and while the  average annual 
ra te  of per capita income increase has been only 1.62, t o t a l  
national income has r isen by 42s. India's industrial  base has 
broadened, with capacity expanded in s t  eel, power, transport, 
heavy machinery, and consumer industries. Despite a major effort  
t o  develop the  heavily populated rural areas, agricultural pro- 
duction has lagged behind industrial  growth. Social development 
has advanced -- pasticularly i n  education and health, although 
f a c i l i t i e s  a re  s t i l l  behind the need. 

Of $8.4 bil l ion i n  foreign aid commitments made t o  India in the 
period 1951-1961, more than 60$ originated i n  the United States, 
including the financing of food and f iber  imports and a substan- 
tial proportion of loans. Another 159 of the aid has come from 
the Soviet bloc, and the remainder from Free World countries and 
international agencies. 
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Although there  is a serious shortage of senior and middle manege- 
ment people, t he  government of India has shown a capacity t o  
urgcu~ize  a cumpiex ecvnvmic aeveiopmenz program and t o  s t a r t  mak- 
ing effect ive use of i ts  own resources and reserves. The Third 
Five-Year Plan c a l l s  f o r  t o t a l  development expenditures of $24.4 
b i l l ion .  Of th i s ,  $15.8 b i l l i on  w i l l  be i n  the public sector  and 
$8.6 b i l l i o n  i n  t he  private sector. Plan targets  include an 
annual 52 r i s e  i n  national income, self-sufficiency i n  food 
grains, and expansion of heavy industry so that there  wi l l  be 
increases i n  employment opportunities. The plan is a product of 
a sophisticated planning process, and represents a thoughtful 
approach t o  the  soc i a l  and economic problems of t he  country. 

The ef for t  t o  reach these targets  w i l l  severely t ax  the  country's 
resources, but i f  foreign exchange i s  available when needed and 
i n  adequate amounts, it should be generally successful. After 
allowing f o r  a r i s e  i n  export earnings t o  almost $8 b i l l i on  and 
repayment of debts on previous loans of some $1 bi l l i on ,  capi ta l  
and commodity assistance amounting t o  about $6.7 b i l l i o n  w i l l  
s t i l l  be required i f  t he  goals of the  plan a r e  t o  be achieved. 

Thes government of India hopes t o  disperse the benefits of develop- 
ment. It intends t o  accomplish t h i s  through land and tax  reform 
measures, through community development schemes and establishment 
of cooperatives. Steps have been taken t o  accelerate gains fo r  
the  broad mass of people through fur ther  expansion of health, 
education and soc ia l  welfare programs. The government is strongly 
committed t o  t he  development program] it gives high p r io r i t y  t o  
development i n  the  a l loca t ion  of India's resources. Despite many 
severe problems t o  be faced, t he  plan remain8 the best vehicle f o r  
the  Indian e f fo r t s  and f o r  a id  t o  India by other countries. 

U.S. Assistance Plans 

India 's  commitment t o  massive development dominates the  country's 
domestic and internat ional  policies. The United Sta tes  is pro- 
viding b i l a t e r a l  assis tance and marshaling other Free World a i d  
i n  support of t he  Third Five-Year Plan. In May-June of 1961, t he  
World Bank (TBRD) sponsored the  formation of a consortium of Free 
World countries which had been providing b i l a t e ra l  assis tance t o  
India. This consortium pledged considerable sums t o  help India 
p h c e  orders and make payments f o r  t he  f i r s t  tn, years of t he  
Third Plan (1961/62 and 1962/63). A meeting t o  review the  status 
of present commitments and disbursements was held i n  January 1962, 
and t he  cmsortium members w i l l  reconvene in-Hay. 

Prime Minister Nehru i s  the  most i n f luen t i a l  leader  of the Afro- 
Asian bloc. The United Sta tes  hopes tha t  he w i l l  understand and 
-- t o  the maximum extent possible -- support views on major 
internat ional  issues which we believe a r e  not only just,  but i n  
the  best t rad i t ions  of democratic government. The United Sta tes  
believes tha t  over the  long run, Indian and American perspective 
on major world issues w i l l  very often coincide. 

U.S. assis tance takes several forms: long-term loam f o r  cap i t a l  
projects  and essent ia l  imports; grants f o r  technical assis tance 
i n  agriculture, industry, education and training,  health, labor 
and other f i e ld s ;  and sa les  of surplus agr icu l tura l  commodities 
f o r  loca l  currency under t he  Food f o r  Peace program. 

Other LJ.9. a c t i v i t i e s  d s o  c o i i t r i h t e  t o  Lndis's deveiopment. 
Cultural exchange and informational ac t iv i t i e s ,  a s  well  a s  Peace 
Corps projects  a r e  creating be t t e r  mutual understanding of our 
d i f ferent  cul tures.  

M i a  expects about $900 mill ion of disbursements from the  Soviet 
bloc, and from commitments received outside of t he  group of Free 
World nations t h a t  is act ing joint ly t o  a id  Indian develo$ment. 
All of t h i s  contributes t o  meeting f insncia l  requirements of t he  
Third Plan. The Soviet bloc a lso  conduct6 cu l tu ra l  exchanges and 
technical assis tance programs. Since 1951 the  Free World has 
provided about 85$ of India's external f inancingj therefore, 
while Soviet bloc a c t i v i t i e s  a r e  important, they do not appear t o  
be extensive enough t o  endanger India's independence. 

India's self-help ef for t s  have been impressive. Long-term plan- 
ning is  e f f i c i en t  and sophisticated. The administrative mecha- 
nism f o r  planniag and f o r  implementiag development programs is  
constantly being improved. Domestic savings and investment a r e  
increasing. Distribution of t he  country's new burdens and bene- 
f i t s  is generally equitable. India has respect f o r  l a w ,  and 
equality of p o l i t i c a l  and economic opportunity. 

India has acknowledged her  need f o r  greater  national i n i t i a t i ve .  
This idea extends t o  more r e a l i s t i c  and effect ively pursued 
export pol icies;  higher proportionate increages in private invest- 
ment, both foreign and domestic; a sound manpower policy, includ- 
ing educational reforms and organization and management measureej 
improved administration of t he  revenue system and enLarg&nent of 
t he  tax base; increased employment opportunities, part icularly 
among the  ru ra l  population and the  educated unemployedj and 
fur ther  progress i n  land reform. 



Proposed Am ~ r o -  f o r  FY 1963 

Funding proposed for  FY 1963 wi l l  a s s i s t  i n  implementing pr ior i ty  
projects within the Third Plan. The contribution made by our pro- 
grams taward attainment of part icular  goals i s  on a significant 
scale i n  same cases. In others, the ,amounts of aid are marginal. 
Assuming that  the consortium meets a substantial level  of funding, 
the U.S. colmnitmgnt wi l l  make available loans from both AID devel- 
opment lending and from the Ex-Im Bank. Development loans wi l l  be 
used t o  finance pr ior i ty  projects i n  power, transportation, coal, 
f e r t i l i ze r ,  development banks, important private sector projects 
and imports f o r  general economic support. Food for  Peace commodi- 
t i e s  wi l l  continue t o  be made available under a four-year sales 
agreement signed in 1960. 

The proposed developent grant program wil l  concentrate on malaria 
eradication, on ac t iv i t i e s  designed to help M i a  train skil led 
manpower needed t o  ra ise  agricultural  and industrial  production, 
and on public health. The development grant program plays an 
important ro le  i n  enhancing effectiveness of capital  assistance 
made available through U.S. development loans. 

India plans t o  ra ise  agricultural  output by 30$ and annual food- 
grain output from 80 million tons t o  100 million tons by 1966. 
l h i s  i s  one of the lnajor goals supported by U.S. assistance. It 
involves extensive growth i n  domestic f e r t i l i z e r  production, 
improved agricultural  practices, greater availabil i ty of good seed, 
development of small i r r igat ion works, and bet ter  credit  and 
marketing f a c i l i t i e s .  Development grants wi l l  give technical help 
in introducing improved agricultural  practices and upgrading agri- 
cultural  education. Developent loans are  expected t o  finance 
f e r t i l i z e r  plants and f e r t i l i z e r  imports. Rupees from Food fo r  
Peace sales can help t o  finance development projects, including 
small i rr igation works. 

Other Indian programs c a l l  for  a rime i n  power capacity from 5.7 
million t o  12.7 million JCW by 1966, and fo r  improvement of road, 
railroad and port f a c i l i t i e s .  Another goal i s  a major jump in 
industrial  output. Advisory services to meet technical needs, and 
t o  Improve productivity wi l l  be supported by development grants. 
Loans wi l l  continue t o  be allocated t o  major plants, credit  insti- 
tutions, supporting f a c i l i t i e s ,  and fo r  imports needed t o  maintain 
production and investment. 

Substantial sums have been allocated t o  improve education and 
health. Bphasis i s  being placed on educating children below age 

12, and on science, vocational, and engineering education as well 
as teacher training. To accommodate the expected growth i n  
school population, a substantial Indian school construction pro- 
gram i s  envisioned. However, U.S. assistance i n  education i s  
focused primarily on engineering and vocational education, and on 
teacher training. 

New emphasis i s  t o  be placed on preventive public health services. 
A continuing major objective i s  t o  provide safe drinking water i n  
villages. Meanwhile, the government of India wi l l  expand medical 
training fac i l i t i e s  and family planning, and wi l l  endeavor t o  
eradicate malaria and other diseases. 

Accomplishments 

U.S. aid programs a r e  conducted within the context of M i a ' s  
development plan -- a phased program directed toward eventual 
attainment of self-sustaining economic growth. India's strategy 
of development recognizes the importance of conscious planning as 
the mechanism f o r  fundamental social and economic chan@;es. To 
a t t a in  plan goals, India has inst i tuted land and tax reforms, has 
promoted the growth of cooperatives, and has given pr ior i ty  t o  
development of public services. The major role which the United 
States can now play i s  t o  stimulate improvements i n  existing pro- 
grams, and t o  bring about an awareness of the need for  new 
measures. It i s  Indian in i t i a t ive  which l i e s  a t  the base of t rue  
self-help. Through technical assistance, the United States can 
do much t o  further progress. 

In view of limitations on U.S. resources and the almost limitless 
Indian needs, the development grant program has been adapted t o  
concentrate on key sections of the development plan. A number of 
ac t iv i t i e s  have ended, or  wi l l  end during FX 1962. As a result ,  
there wi l l  have been a substantial reduction in the number of 
development grant projects by the end of FY 1962. This i s  
expected to resul t  in some reductions i n  U S .  s t a f f ,  and i n  place- 
ment of a higher proportion of personnel in f i e l d  stations. The 
focus of the program wil l  be on projects i n  food production, in- 
dustry, and human resources development. More effective concen- 
t ra t ion on fewer ac t iv i t i e s  is expected t o  resul t  i n  greater 
impact. 

The most significant program in stimulating food production is 
the Intensive Agricultural Distr ict  Program being conducted i n  
collaboration with the Ford Foundation. Under t h i s  program, p i lo t  
projects have,been se t  up i n  seven d i s t r i c t s  of seven States. The 
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projects  cover over t w o  million farmers. 'Ihey w i l l  demonstrate 
how application of modern agricultural  techniques -- plus improved 
marketing, f e r t i l i z e r ,  credit  and storage f a c i l i t i e s  -- can r a i se  
fnna pmd?xtfnn 1r.3 i n r e o s n  fal-, :ncs=lc. ase:ve d ~ ~ w t r a -  
t i on  w i l l  continue through the  Third Plan. Other s ignif icant  
ac t iv i t i e s  which the United States wi l l  susyort include establish- 
ment of seed production farms and a seed cer t i f ica t ion  service. 
This w i l l  help t o  increase crop yields, by making available high 
quali ty seeds t o  M i a n  cult ivators .  It wi l l  strengthen agricul- 
tural extension ac t iv i t i e s ,  and wi l l  improve so i l  and water manage- 
ment pract ices.  

Our most s ignif icant  education project i s  a t  the Indian Ins t i tu t e  
of Technology a t  Kanpur. Ihe Ins t i tu t e  i s  being developed in to  a 
principal  t raining center. h s i s t a n c e  wi l l  be provided by a group 
of nine leading U.S. engineering ins t i tu t ions .  This proje-t i s  
get t ing under way t h i s  year. The U.S. is  also working t o  establish 
teacher t raining f a c i l i t i e s  f o r  secondary schools, a crafts  
instructor  t raining center, and improved nursing and medical educa- 
t i on  f a c i l i t i e s .  

Bignificant Indian ef for ts  have been induced by such U.S. technical 
assistance projects .  Through U.S. assistance, the f i r s t  land grant 
agr icul tura l  university was established in Uttar Pradesh Sta te ,  and 
now several other Indian S ta t e s  have taken steps t o  s e t  up similar  
ins t i tu t ions .  This can have a profound influence on future devel- 
opment of agr icul tura l  education. 'Ihe training of 300 Indian engi- 
neering instructors  in U.S. universi t ies  has enabled the Indians t o  
provide faculty for  Indian ins t i tu t ions ,  thus strengthening the  
base of engineering education. A U.S. demonstration program has 
stimulated recognition of the  importance of f e r t i l i z e r ,  and created 
new demands fo r  t h i s  important cammodity. The government i s  now 
proceeding with production f a c i l i t i e s .  We have a l so  demonstrated 
f eas ib i l i t y  of certain types of grain storage f ac i l i t i e s ,  which 
the Indian Government expects t o  use i n  constructing its own s tor -  
age. The malaria eradication program has reduced incidence of 
malaria i n  India by 804, and deaths have dropped fram two million 
t o  80,000 a year. The success of the program i s  a t tes ted  by the  
f a c t  tha t  it has become possible dras t ica l ly  t o  c u r t a i l  spraying 
operations. A surveillance program recently organized by Indian 
technicians is  now supplanting the  eradication work. As U.S. 
assistance i s  phased out, this program w i l l  be continued by Indian 
personnel. 

Development Laan e.................... 546.4 180.1 388.1 
Development Grant e................... 133.5 21.5 15.2 

(T.c. prior  to FY 1961) 
Supporting Aaai&nce................ 342.0 . - 

(Ds/SA prior  t o  F'Y 1961). 
Other HSP Ecommic................... - - - 

Tit le  III............................ 
Tit le  Dm............................ 

OTHER U* S. ECONOHIC PRGGWEL . 
MILITARY ASSISTANCE (~ronramsl 

M.A.P. - Grant bid................... 
M.A.P. - Credit Assistance........... 
Non4.A.P. l l l l i ta ry  Assistance....... 

ASSISTAEE FROM INT'L A(23NCIES 
SBRD - World Bank.................... 
I n t e rna t ' l  Finance Corp. ............ .......... In t e rna t ' l  Develop. Aesoc. ... UH Tech.Assist. - CY ending i n  FY ..................... UJY Special Fund 

mBER FRE WORLD A3slEcAmE ...................... United Kingdom 
Canada .............................. ............................. Germany 
Japan ............................... 
I* ............................... ........................... A l l  Other 

s m - s m  ma2 ms- ........... 
U.S. DOLLAR LOAH mAYMWT8 

Eqmrt-Tinport Bank .................. 
Other Government bans .............. 

/ ~ u l y - ~ e c  .1961. Assist. extended pr io r  t o  lY 1958 not known 
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BASIC DATA 

AVERAGE 
Unit I N D I A  ( U N O E V  . A R E A S  

LREA & POPULATION 

Area ................ 1000 sq.mi. 1, 270 xxx 

a ... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

,GRICULTURAL LAND 

4 of Total  Area ..... 
Per Capita .......... 

'OWER PER CAPITA ...... 

DUCATION 

Literacy Rate ....... 
Pupils a s  $ of Pop . 

(Prim . & Sec.) ..... 
Pupils per Teacher 

(Prim . only) ....... 

[EALTH 

Life Expectancy ..... 
People per Doctor ... 

M i l  . 
k 

No . 

k 
Acres 

K W R / Y ~  

k 

k 

No . 

Yrs . 
No . 

440 xxx 

2.3 2.4 

347 40 

Unit 

GRCGS NATIONAL PRODUCT * . 

Total GNP (in 1960 Prices) ............... $ Billions 
Per Capita GNP ........................... Dollars 
Investment as  Percent of GNP ............. Percent 

. ....... AGRICULTURAL PRODUCTION INDEX TOTAL 1952-54=100 
Index Per Capita .. ......................... 
Grains ................................... M i l l  . MT 

................ INDUSTRIAL PRODUCl'ION INDEX 1953-100 

COST OF LIVING INDEX ....................... 1953=100 

FOREIGN TRADE ... Total Ecports ( f  .o. b. ) (payments Basis) $ Milli 
Tea (Customs Basis) .................... It 

~ o t a l  hpor t sb (c . i . f .  ) ................... .. 
Trade Balance .. ....................... 

Trade with United Sta tes  (U.S. data):  ............ Exports t o  U.S. (f  .o. b. ) $ Millions 
Imports from U.S. (f  . o. b . ) .......... .. 

.................. Trade Balance 11 

GOLD & FOREIGN EXCHANGE (end o f  year) 
I t  ...... 

CENTRAL GOVERNMENT FIWCES * F'Y ending Mar . 31 

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

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

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 
Remaining Deficit  ( - )  or  Surplus (+) .............. 

i k  . Converted a t  4.762 Xupees per U.S. $ . 
a . Includes Kashmir . Jammu . 

Calendar Years 

1959 1960 1961 Est . - . 

853 709 670 
-Million Dollar Equivalents . 

1960 1961' 1962 (Bud) .. 

b . Fis beginning April of year shown . 
c . Revised budget estimates . 

104 



I ran  is both an important and s t ra teg ica l ly  located a l l y  of the 
United Sta tes  and the Free World. I ran  shares i n  both the 
mi l i ta ry  and economic assistance phases of the U.S. foreign 
~ s s f s + s n r e  progrs_m.i 

The U.S. m i l i t a ~  a i d  program is designed t o  help Iran develop 
and maintain an anned force capable of protecting the country's 
in terna l  securi ty and of res i s t ing  external  aggression. Eco- 
nomic assistance is designed t o  fur ther  the country's strong 
e f f o r t s  i n  strengthening production, basic inst i tut ions and l i v ing  
standards. 

I ran  shares a 1,200 mFle border wlth the Soviet Union, and is the 
geographic l i nk  between Turkey and Pakistan, its two partners i n  
the Central Treaty Organization (CENTO) alliance. I r an ' s  loca- 
t i o n  and open association wlth the West gives the Free World a 
considerable stake i n  the securi ty and integri ty of this country 
of 21.1 million persons. In the face of heavy and continuing 
threa ts ,  radio propaganda, subversive e f f o r t s  and diplomatic 
blandishments, I ran  has maintained i t s  independence. 

I n  ancient tFIIEs Iran was the heart of tbe Persian &pire, one of 
the grea tes t  the world has ever k n m .  Modern I ran  has been a 
cons t i tu t ional  monarchy since 196,  and is  both a country of great 
cu l tu ra l  and his tor ica l  t radi t ions,  and the locus of Impressive 
po ten t i a l i t i e s  fo r  the future. 

Covering approximately 630,000 square miles in Western Asia, Iran 
encompasses a great deal  of oi l -r ich land. It is s i tua ted  on a 
plateau bordered by the Persian Gulf and the Gulf of Cknsn on the 
south, by the Caspian Sea and the  Soviet Union on the north, on 
the eas t  by F'akistan and Afghanistan, and by Turkey and Iraq on 
the west. 

Country Background 

The p o l i t i c a l  unrest which has characterized Iran's recent 
history has i ts  origin i n  the soc ia l  and economic evolution now 
under way i n  the count-yy . A-growing urban, middle class  is  be- 
cokning increasihgly effective i n  Challen$~W-the position of the 
t r ad i t i ona l  e l i t e .  Pressures fo r  modernization of I r an ' s  quasi- 
feudal soc ia l  ins t i tu t ions ,  and pro tes ts  against corruption and 
ineff iciency i n  government are intense. The i l l i t e r a t e  and poor 
peasantry continues t o  be under the domination of a re la t ive ly  
small group of landlords. Its members as ye t  have only limited 
perception of the poss ib i l i ty  of improvement in their s ta tus  and 
they remain po l i t i ca l ly  apathetic. 

The Shah has spoken frequently and publicly i n  favor of 
ins t i tu t ional  reform and economic progress. For the f i r s t  time, 
the Shah i n  May 1961 entrusted the governmental reins t o  a re- 
formist fiime a l s t e r ,  ALI  Amini. Amini has been s t r iv ing  t o  
es tab l i sh  a moderate p o l i t i c a l  base and t o  in s t i t u t e  long overdue 

I ran  has been trying t o  accelerate the pace of modernization 
through a national economic development plan; the Second Seven- 
Year Plan is  now approaching completion. National output, despite 
recent poor crops, has increased i n  red  terms by roughly 304 
since the inauguration of t h i s  plan i n  1955. The rapid advance of 
the petroleum sector  since 1955 has been the major factor .  The 
investment r a t e  -- averaging 16-198 of Gross National Product (GIJP) 
per year -- was made possible largely by a t r i p l i n g  of o i l  reve- 

nues (1955 - $91 d l l i o n :  1961 - $294 million), an i n f l o ~  of 
foreign grants and loans amounting t o  more than $400 mFllion dur- 
ing the plan period. 

Second Plan expenditures have not yet been adequately coordinated 
wlth the military build-up, and t ha t  f ac t  coupled wlth private 
investment a c t i v i t i e s  and public expenditures outside of the Third 
Plan, resul ted i n  inf la t ion  and a rapid draw-down of foreign 
exchange reserves. This reached c r i s i s  proportions i n  the spring 
of 1960. The Iranian Government i n  the f a l l  of 1960 agreed wlth 
the Internat ional  Monetary Fund (1m) on a s tab i l iza t ion  program 
which r e s t r i c t ed  credit ,  budgetary expenditures and non-essential 
imports. 

P r h e  Minister Amini has sought t o  adhere t o  the s tab i l iza t ion  
program i n  the face of opposition from the commercial community. 
Serious budgetary problems, par t ly  inherited from the preceding 
government and par t ly  aggravated by po l i t i ca l  concessions in- 
cluding pay increases f o r  teachers, caused the Amini Government 
t o  seek new U S .  assistance commitments short ly a f t e r  it came in- 
t o  off ice.  To help prevent potential ly grave po l i t i ca l  and eco- 
nomic consequences, in FY 1962 the United Sta tes  provided $15 
million supporting assistance grants f o r  general budgetary support. 
This was i n  addition t o  a $15 million grant already provided t o  
help finance the mil i tary budget. The United Sta tes  a l so  agreed 
t o  provide a loen of $20 million, fo r  work planned o r  i n  progress 
under the Second Seven-Year Plan. 

The present government has been engaged in formulating i ts  Third 
Plan, which ca l l s  f o r  a t o t a l  public and private outlay of ap- 
proximately $5 b i l l i on  over a f ive  and one-half year period. Its 
broad goals are: Six percent annual growth in GISP, creation of 



new employment opportunities and a more equitable distr ibut ion 
of income. Although the established goals of the plan may be high, 
it provides a framework f o r  effect ive action. The Third Plan i s  
calculated t o  take advantage of the substant ial  momentum b u i l t  up 
by investments made during the Second Plan Feriod. It ca l l s  f o r  
a more balanced program f o r  the en t i r e  economy plus closer coordi- 
nation between development objectives and national f i s ca l ,  budget- 
ary, and monetary policies .  

Preliminary analysis of the Third Plan indicates t ha t  under 
present projections of development expenditures, there w i l l  be a 
resource gap of about $900 million. The Iranian Government is  
now defining more precisely the plan's content, i t s  costs and for-  
eign exchange requirements. It i s  considering what measures may 
be taken t o  increase Iranian developmental resources. I ran ' s  
foreign exchange needs over the Third Plan Period w i l l  be heavy. 

U.S. Assistance Plans 

Prospects f o r  achievement of the Third Plan goals have been 
improved by policies  of the present government. Prime Minister 
Amini has already demonstrated h i s  intent ion of i n i t i a t i n g  the 
soc ia l ,  administrative, and economic reforms which are  requisi te  
t o  the success of the plan. Despite resistance of the powerful 
landlord class, he is  proceeding vigorously t o  implemnt a p i l o t  
land reform project.  This program is t o  serve a s  the guide f o r  
feasible national land reform. 

from other members of the consortium. We must determine 
the magnitude of U.S. assistance tha t  may be required. The 
poss ib i l i ty  of a long-range U.S. commitment i s  a l so  under 
consideration. 

Proposed AU) Program fo r  FY 1963 

The precise amount of Development h a n s  required from FY 1963 
funds cannot be determined u n t i l  a thorough analysis of the Third 
Plan has been completed by the Agency f o r  Internat ional  Jkvelop- 
ment. The Government of Iran must a l so  indicate what further  
self-help measures w i l l  be taken t o  marshal a greater  portion of 
its own resources i n  support of the plan, and some more firm 
basis  must ex i s t  f o r  estimating the amount of support I ran  can 
expect from other foreign lenders. 

Specif ic  FY 1963 program a c t i v i t i e s  i n  Iran w i l l  be directed 
toward three goals i n  support of the Third Plan. These are: 

To a s s i s t  and encourage the government i n  act ion geared t o  
sound, coordinated long-range economic, f i s c a l  and soc ia l  
development planning. This i s  essent ia l  t o  mobilize ef- 
fect ively and use the country's resources. It wi l l  help 
the government t o  develop ins t i tu t ions ,  tools ,  and person- 
ne l  effect ively t o  implement the Third Plan 

To aid the Government of I ran  i n  planning and carrying 
through its educational and vocational development programs, 

United Sta tes  must employ an assistance program which: so t h a t  both Immediate manpower requirements resul t ing f r an  
development a c t i v i t i e s  and anticipated longer-range edu- 

Encourages the Iranian Government's e f fo r t s  t o  u t f l i ze  i t s  cational needs can be met. 
own resources more effect ively,  and where appropriate, 
provides advice and assistance i n  t h i s  respect. We must To a s s i s t  the Iranians t o  develop agr icul tura l  and indus t r ia l  
continue t o  urge the Government of I ran  t o  i n s t i t u t e  land production f a c i l i t i e s ,  and anci l la ry  services which together 
and t a x  reform, and t o  improve administrative practices such w i l l  expand national economic capacity, the objective bere 
a s  the consolidated budgetary procedure begun t h i s  year. i s  t h a t  Third Plan goals f o r  employment and incame growth 

w i l l  be realized. 
Sh i f t s  U.S. a id  from supporting assistance grants f o r  the 
Iranian mi l i ta ry  budget, t o  loans i n  support of economic Accomplishments 
developnent . 

AID i n  a cooperative e f f o r t  with such organizations a8 the World 
Supports the Iranian Third Plan. The World Bank contemplates Bank, the IMF, and the United Nations has played a signif icant  
a June meeting of nations tha t  may be wil l ing t o  joint ly pa r t  i n  inspiring, guiding, and as s i s t i ng  the Iranian develop- 
evaluate the plan and t o  implement a Free World program of ment program. 
support f o r  it. The United Sta tes  i s  now assessing t o t a l  
foreign assistance needed f o r  the plan, along with s teps I n  improving i ts  economic planning capacity, Iran has made 
which should be taken toward obtaining maximum contributions s ign i f i cmt  recent Progress. It has developed mechanisms and 
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i n s t i t u t ions  t o  influence the course of the economy. Evidence of 
progress achieved i n  the l a s t  two years includes establishment of 
a ce?lt?d D R ~ ;  P - $ ~ I ? ~ I C . F L ~ ~ O ~  of  red!+. ~ n ~ . t . r n l s ;  nnd nr-?np+inn nf 
import res t r ic t ions  t o  conserve foreign exchange. Iran has es- 
tablished a supervisory committee t o  lMt uncontrolled borrowing 
of government agencies. It has iesued fo r  the f i r s t  time a con- 
sol idated budget ca l l .  It has draffed a comprehensive Third Eco- 
nomic Developaent Plan, and established the Industr ial  and Mining 
Development Bank of Iran t o  promote greater  investment i n  private 
productive enterprises.  The Prime Minister recently announced h i s  
determination t o  es tab l i sh  a Central Budget Bureau. This vlll 
give I ran  the adminietrative machinery t o  i n i t i a t e  reforms i n  the 
public revenue system. Action i n  both of these areas i s  an es- 
s en t i a l  t o  firmer al locat ion of resources in  support of Third Plan 
goals. He has already i n i t i a t e d  a program of reform i n  land tenure. 

The agr icul tura l  extension service i s  today one of I ran ' s  most 
popular and powerful forces. It is  hard a t  work t o  develop a 
be t t e r  way of l i f e  f o r  farm families i n  some 45,000 vi l lages.  
These people make up about 80$ of the population of the country. 
A rapidly growing s t a f f  of Iranian extension agents finds ready 
acceptance f o r  new farming techniques. Already 60$ of the farmers 
of I ran  are e s t h a t e d  t o  planting improved seed wheat -- the 
principal  crop. Wheat smut has been eradicated. Yields have been 
raised by much more vldespread uses of commercial f e r t i l i z e r s  in 
recent years. 

U.S. AID has ass i s ted  the Agricultural Bank i n  developing agri-  
cu l tura l  cooperatives. The cooperatives ac t  as  rural uni t s  t ha t  

obtain f- c redi t  for  purchasing, producing and marketing. Some 85 
agr icul tura l  cooperatives have been developed. Development of 
another type of farm cooperative -- the loca l  water society -- has 
been promoted by advisory assistance and guidance through Water 
Resources Management and Development. Training of technical per- 
sonnel t o  expand the water soc ie t ies  and t o  Improve t h e i r  manage- 
ment and operations, is  an obJective of a th i rd  project .  

The Ministry of Education has established a program and planning 
off ice s ta f fed  by U.S.-trained Iranian special is ts .  It w i l l  re- 
commend improvements i n  both management and education programming. 
The f i r s t  accomplishment of t h i s  group has been t o  bring about a 
basic reorganization of the vocational education program of the 
Ministry. 

- - 

Obligation8 and Comnitmente FY PI FY 
(million8 of do l l a r s  & dollar  equiv.) 1946-1961 1961 1962 

. . AGENCY FOR INTlL DEVELOPMENl' TOTAL.. 

Development bans.................... 
Development Grante................... 

(T.c. pr ior  to FY 1961) 
Supporting Aeeistance................ 

(DS/SA pr ior  t o  FY 1961). 
Other HSP Economic................... 

FWD FOR PEACE (P.L. 480) 
Ti t le  I, Country Uses ................ ................ . (Sale Agreenunt 8). 
Ti t le  II............................. 
Ti t le  III............................ 
T i t l e  IV............................. 

........... EX-IM BANI[ LONGTERM LOANS.. 

OTHER U.S. ECONOHIC PROGRAMS........... 

MILITARY ASSISTANCE (R-ogramsl 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non4.A.P. Military Aeaistanc e.. ..... 

ASSISTAEE FROM INTlL AGENCIES 
................... IBRD (world Bank) 

International Finance Corp. ........ 
UN Tech. Assist.-CY ending i n  M .... 
UN Special Fund ..................... 

OTHER FREE WORLD ASSISTANCE .......... 
SINO-SOVIXT BLOC ASSISTANCE ........... 
U .S . DOLLAR LOAN MPAYMENTS 

MSP and P.L. 480 Loans ............. 
Export-Import Bank ................. 

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

a/ July-December 1961. 
b/ Fiscal Years 1950 through 1961. - 
c/ Data c lass i f ied .  
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BASIC DATA 

AVERAGE 

& POPULATION 

Area . . . . . . . . . . . . . . . . 1000 sq.mi. 629 xxx 

Population (1961) . . . 
Annual Growth ..... 
Density per sq.mi. 

IGRICULTURAL LAND 

$ of Tota l  Area . . . . . 
Per Capita .. . .. ... .. 

POWER PER CAPITA . . . . . . 

EDUCATION 

Literacy Rate ....... 
Pupils a s  $ of Pop. 

(prim. & Sec. ) . . . . . 
Pupils per Teacher 

(prim. only) . ...... 

W T H  

L i fe  Expectancy ..... 
People per Doctor ... 

M i l .  21.1 XXX 

k 2.5' 2.4 

NO. 3h 40 

k 16 25 

Acres 3.1 2.5 

k 10-15' 3 5 

k 7 9 

NO. 32 38 

Yrs . n.a. 40 

NO. 6,000 7 , 000 

Unit 

GRCGS NATIONAL PRODUCT * a 
- 

TotalGNP (in 1 9 6 0 P r i c e s )  ............... $Mi l l ions  
Per Capita GNP ........................... Dollars 
Investment as  Percent of GNP ............. Percent 

AGRICUlTURAZ, PRODUCTION INIIEX - TOTAL. . . . . . . 1952-54=100 
Index Per Capita ......................... I, 

Wheat .................................... 1,000 MT 

PETROLEUM PRODUCTION . . . . . . . . . . . . . . . . . . . . . . . N i l l .  PT 

COST OF LIVING INDEX ....................... 1953=100 

FOREIGN TRADE 
Total  Ekports (f  .o.b. ) ( p ~ e n t s   asi is)^. . $ Millions 

Cotton ................................. II 

Tota l  Imports (c.i.f . )a . .  . . . . . . . . . . . . . . . . . II 

Trade Balanceb.. . . . . . . . . . . . . . . . . . . . . . 
Trade with United S ta t e s  (U. S. d a t a ) :  

Exports t o  U.S. ( f  .o.b. ) . . . . . . . . . . . . $ Millions 
Imports from U.S. (f .0.b.)  .......... 11 

Trade Balance .................. I, 

GOLD & FOREIGN EXCHANGE (end o f  year) .... .. I, 

CENTRAL GOVERNMENT FINANCES * FY ending &r . 20 

Total  Expenditures ................................ 
(Defense Expendrtures? . . . . . . . . . . . . . . . . . . . . . . . 
( C a p ~ t a l  Outlays) ............................ 

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid   rants Rc ~ o a n s )  . . . . 
Remaining Def ic i t  (-)  or  Surplus (+) .............. 

+ - Converted a t  75' Rials  per U.S. $. 

Calendar Years 

M ~ l l ~ o n  Dollar E q u ~ v a l e n t s  - 
1960 1961 1962(Bud) -- 

667 7 30 820 
(170) (17h) (186) 
(239) (2hl)  (275') 

605' 66h 7 07 

-13 - 9 6 

92 h2 70 

+17 -33 -37 

a - Years beginning March 21 of year shown. 
b - Substant ia l  o f f se t t i ng  d e f i c i t s  were incurred by the  t r a n s f e r  abroad of o i l  company 

earnings. 
c - Excludes mi l i t a ry  construction mostly f inanced by MAP. 



Country: PAKISTAN 

Pakistan i s  a nation separated into two parts  by a thousand miles 
of Indian t e r r i t o ry ,  a separation which has added great ly t o  the  
fin2mgl ? ~ n h l ~ n l g  onnf'rnntiqg en rrnAodo~j~1nnpd nm~q+n.r .  Thp r 7 q i ~ r p  

geographic division of the  country has impeded po l i t i ca l  and eco- 
nomic integrat ion and development, by cutting across the natural  
and t r ad i t i ona l  l i nes  of comunication and trade with India. 

The two wings of the country a re  vastly different  i n  area and p o p  
u la t ion  density, and they vary considerably i n  climate, geography 
and r a c i a l  background. West Pakistan consists Largely of barren 
mountains and desert  plains, and is sustained by an in t r i ca t e  
system of i r r i ga t ion  canals based on the  r ivers  of t he  Indus 
Basin. Subtropical East Pakistan i s  one of the  world's most 
densely populated regions. It has some forest-covered h i l l s ,  
but consists mostly of low-lying r iver  flood plains which are  wet 
and f e r t i i e  during the  monsoons. Essentially &st  Eakistan i s  a 
vast  de l ta  formed by the  Ganges, Brahmaputra, and Meghna Rivers. 

West Pakistan forms a bridge between the  Near and Far &st .  

Pakistan as  a country has a strong mil i tary t rad i t ion  and is com- 
mitted t o  defending i t s e l f  against any form of external aggres- 
sion. It i s  a vigorous member of both The Southeast Asia Treaty 
Organization (SEATO) and The Central Treaty Organization (CENTO), 
overtly anti-Communist and l ike ly  t o  remain so. Pakistan has a 
population of 95 million people. 

Country Background 

In the  years immediately following independence, Pakistan's e c e  
nomic progress was uneven. In 1955, however, the F i r s t  Five-Year 
Plan was begun, and since tha t  time a def in i te  program of economic 
development has been in i t i a t ed  under direct ion of the Pakistan 
Planning Commission. From the s t a r t ,  the  operations of the  Com- 
mission have been ass is ted  by an American advisory group financed 
by the  Ford Foundation. 

A subs tant ia l  mobil izat im af resources was carried out under the  
F i r s t  Five-Year Ran. A t o t a l  of $2.8 b i l l i on  ras expended, with 
p r io r i t y  being given t o  investment in i r r igat ion,  power and in- 
dustry. Indus t r ia l  production and infrastructure f a c i l i t i e s  
expanded signif icantly.  Effective measures of reform were car- 
r ied  out, in f la t ion  was brought under control and a foreign 
exchange c r i s i s  was ended. Corruption i n  government has been re- 
duced, land reform extended, and loca l  government procedures 
improved. Implementation of the plan was materially accelerated 
by the Ayub Government. 

Howwer, the plan gave insuff icient  at tent ion t o  agriculture, 
and, as  a r e su l t ,  production Lagged i n  tha t  very important sec- . I - .  7 F .  t ?  = c 2 -  z .  !2 L:l_ff.?. t" *G,L,&J ",,.LO U S L A -  

ciency i s  now being made through the  Second Five-Year Plan, under 
way since 1960. On the  basis of a study made by the  Pakistan 
Agricultural Commission, a major reorganization of government 
agr icu l tura l  programs and agencies i s  i n  progress. 

Expenditures under the  Second Five-Year Plan a re  expected t o  
t o t a l  $4.8 b i l l i on .  This is predicated on estimated external a id  
requirements of $2.3 b i l l ion ,  plus $722 million i n  assistance 
from the United Sta tes  under P.L. 480. It is estimated tha t  w e r  
the  f u l l  period of the  plan, gross national product (GNP) w i l l  
increase by 24$, resul t ing from increases of 144 and 1546 i n  
agr icu l tura l  and indus t r ia l  output. Achievement of t h i s  goal 
w i l l  mean an annual increase of nearly 2-1/28 i n  per capita in- 
come. Other goals of the Second Five-Year Plan are:  Completion 
of one-third of the  program t o  eradicate malaria, an increase t o  
60$ i n  the  proportion of children attending primary schools, and 
provision of e l ec t r i c  power and safe  drinking water t o  a large 
number of vi l lages now Lacking them. 

Effective implementation of the Second Five-Year Plan was stimu- 
la ted  by the recent agreement of an internat ional  consortium. 
The group was organized by the Internat ional  Bank f o r  Reconstruc- 
t ion and Development ( IHRD), and the  Internat ional  Development 
Association (IDA),  t o  p rwide  Pakistan with a t o t a l  of $945 m i l -  
1ion.of assistance fo r  carrying out the second and th i rd  years 
of the plan. The members of t h i s  consortium and the amounts 
pledged are:  U.S. $500 million, IBRD - IDA $209.4 million, 
Germany $80 million. The 1962 portion w i l l  consist of develop 
ment loans, supporting assistance, and Export-Import (Ex-Im) 
Bank loans. The 1963 portion w i l l  consist of Ex-Im Bsnlr loans 
and major amounts i n  development loans. 

Before undertaking th i s  large commitment, the  cop.ortium care- 
f u l l y  reviewed Pakistan's development plans and i ts  need fo r  
external aid.  It sought and obtained assurances from the 
Pakistan Government t ha t  pol icies  would be adopted t o  rea l ize  
both the plans and the  consortium aid.  The a id  w i l l  enable 
Pakistan t o  finance imports essent ia l  t o  maintain development 
momentum. Representing a commitment w e r  a tweyear  period, it 
w i l l  a lso contribute s ignif icantly toward the  coordinated plan- 
ning which i s  so essent ia l  t o  sound, long-term development. 

Another major example of coordinated internat ional  assistance t o  
Pakistan is the  Indus Basin development project .  (XltLeys 
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estimated fo r  t h i s  project over the course of the Second Five- 
Year Plan should r a i se  t o t a l  investment i n  Pakistan f o r  t ha t  
period from a l l  sources t o  more than $5.5 b i l l ion ,  more than 
double the amount carr ied out under the f i r s t  plan. 

The only Soviet bloc a id  accepted t o  date by Pakistan is  a $30 
million loan fo r  o i l  exploration. 

To avoid inf la t ion  and assure the  success of i ts  development 
e f for t s ,  the government plans t o  forego d e f i c i t  financing and 
impose new taxes calculated t o  yield about $370 million during 
the  second plan. The government i s  s t r iv ing  t o  control i t s  mili- 
ta ry  budget, which now accounts fo r  about 25% of t he  t o t a l  budget 
and 3% of GNP. This is  essent ia l  i f  Pakistan's development is t o  
be carried out a s  rapidly a s  now projected. 

The Indus Basin Project has removed one i r r i t a n t  i n  re la t ions  
with M i a ,  but the Kashmir question remains unsettled. In  the  
case of Afghanistan, t rouble a r i s e s  from border and t e r r i t o r i a l  
questions involving the  allegiance of Pushtu t r ibes .  

U.S. Assistance Plam 

Pakistan's substant ial  development e f fo r t  is  characterized by a 
r e a l i s t i c ,  carefully formulated plan and by domestic policies  
aimed a t  carrying out t he  plan. The United States  wishes t o  s u p  
port  t h i s  e f fo r t  and thereby demonstrate a willingness t o  a i d  
those less-developed countries t ha t  t ru ly  help themselves. This 
policy should lead t o  the  gradual extension of f r e e  in s t i t u t ions  
i n  Pakistan, and t o  t h e  strengthening of t he  already strong t i e s  
Pakistan has with the  West. 

It is anticipated tha t  supporting assistance w i l l  end during the  
current f i s c a l  year. Assistance in FY 1963 and beyond w i l l  be on 
a development basis ,  closely supervised t o  assure m a x i m  contri- 
bution t o  the country's economic progress. Whenever possible, 
our assistance w i l l  be geared t o  inducing fur ther  self-help mea- 
sures. 

Proposed AID Program f o r  FY 1963 

The Agency f o r  Internat ional  Development (AID)  program proposed 
f o r  FY 1963 i n  Pakistan consists  of development loans t o  be ex- 
tended pursuant t o  the consortium agreement and development 
grants. These a re  considered t o  be m i n i m  levels  consistent 
with U S .  goals. 

Development loans w i l l  finance specif ic  investment projects and 
commodity import programs essent ia l  t o  achieve Pakistan's goals 
under the Second FiveYear Plan. Development grants w i l l  con- 
centrate on public administration, education and training,  and 
agriculture. U.S. a i d  w i l l  be closely coordinated with tha t  
extended by other countries t h a t  a r e  members of t he  consortium. 
It w i l l  be t i e d  t o  a c t i v i t i e s  that the  United States  i s  best  
equipped t o  support. Objectives of the  Second F iveyea r  Plan 
a re  l i s t e d  below, in order of p r i o r i t i e s  given them under our 
proposed program: 

Government hnagement -- Government organization and admin- 
i s t r a t ive  policies  a r e  increasingly adspted t o  economic 
development needs. AID i s  ass is t ing  by providing advisory 
services, t ra in ing  f o r  t he  c i v i l  service a t  special  ins t i -  
tu tes ,  and development of s t a t i s t i c a l  services. 

Agricultural Production -- Pakistan seeks t o  achieve self-  
sufficiency i n  focd grains by 1970, and t o  improve dietary 
standards. AID programs include technical assis tance i n  
production methcds and agr icul tura l  extension, capi ta l  
projects t o  bring more water t o  the  land, and f e r t i l i z e r  
imports. The President 's Science Advisor i s  conducting a 
study of most feas ib le  methods of coping with excessive 
sa l in i ty  and waterlogging of t h e  s o i l .  

Eaucation -- The objective is t o  increase both technical  
education and enrollment in primary and secondary schools. 
The g a l  is eight  million primary and one mil l ion secondary 
students by 1965. AID projects w i l l  help improve teacher 
training; sk i l l ed  Labor in s t i t u t e s  and universi t ies;  and 
training programs i n  business administration, agricul ture,  
and engineering. 

Transport Capacity -- R a i l ,  a i r ,  and water t r ampor t  f a c i l i -  
t i e s  must keep pace with economic growth. AID has under- 
taken transportat ion surveys in both East and West Pakistan 
and i s  considering fur ther  financing of locomotives and 
railroad cars. 

Power Production and Distribution -- A 25% increase i n  power 
capacity ( t o  1.27 million I(W) is  planned by the  end of t he  
Second Five-Year Plan. AID is financing construction of a 
miltipurpose dam, power s ta t ions ,  d is t r ibut ion  l ines ,  and 
technical assis tance i n  power and e l ec t r i c i t y  d is t r ibut ion .  
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Manufacturing Output -- A 10% annual increase i n  manufactur- 
ing production is foreseen. AID i s  financing raw materials, 
zzxhiiiery a t 5  e q u i p m e ~ ~ i .  it is proviciing technical assist- 
ance i n  design and manufacturing methods. 

~omm&icati.ons System -- W i l e  a basic connnunication system 
exists  i n  West Pakistan and i s  capable of gradual improvement, 
the  %st Pakistan system i s  entirely inadequate. A I D  has been 
helping t o  finance surveys and is providing funds for  e q u i p  
ment . 
Health Services - Pakistan intends t o  construct 300 addi- 
t i ona l  ru ra l  health centers, i n s t a l l  additional sanitary 
we-, t r a i n  approximately 1,800 doctors, 1,200 nurses, 850 
midwives, and 3$5W other techniciaoe 9 1965. A D  is  pro- 
viding special  t raining programs f o r  doctors and nurses. It 
i s  helping t o  establish a network of l u r a l h e a l t h  centers, 
and i s  financing engineering design work on urban water fac i l -  
i t i e s .  

Survey and Development of Mineral Resources -- Although only 
a -11 part  of Pakistan t e r r i to ry  has been explored f o r  
mineral resources, several s ignif icant  finds have been made -- most notably gas. A search f o r  minerale, so l id  f u e l  and 
o i l  i s  now being pushed. AU) is helping the Pakistan 
Geological Survey t o  build i ts  organization, and t o  demon- 
s t r a t e  conduct of mspping and surveys i n  promising areas. 

Accomplishments 

The consortium agreement of January 1962 is both a notable achieve- 
ment and a change. It has provided Pakistan's Second Five-Year 
P h n  with a sol id underpinning of external aid. For the f i r s t  
time, it has brought other advanced Free World nations in to  asso- 
ciat ion on a substantial  scale with the  Pakistan development 
ef for t  . 

Obligations and Commitments 
(millions of dol lars  & dollar  equiv.) 

Development bans.................... 231-0 27.2 200.0 ................ Development Grants... 50.6 7 - 5  8.0 
(T.c. prior  to FY 1961) 

Supporting Asai stance.. .............. 637.7 95.6 25.0 
(DS/SA pr ior  t o  FY 1961). 

Other lISP Ecommic................... - - 
FOOD FOR PEACE (POL. L80) 

Title  I, country Uses.. .............. 367.9 36.1 169.2 
(Sales Agresarent s) ................. (429.9) (45.2)(180.0) 

Tit le  11.. ........................... 48.6 - - ............................ Title  II1 33-4 2.4 3 - 8  
T i t l e  me............................ - - - 

OTHER U.S. ECONOMIC PROGRAMS. . 67.9 - - 
MILITARY ASSISTANCE (Proarms] 

H.A.P. - G r ~ n t  Aid................... 
. H.A.P. Credit Assistance........... Data Classified 

Non4.A.P. Military Asdatanee....... 

ASSISTAICE FROM INTtL ACXNCIES 
IBRD (World ~ank).. .................. 
International Finance Corp. ......... 
International Development Assoc. .... 
UN Tech. Assist. CY ending i n  FY .... 
UH Special Fund...................... 

Dl?HER FREE WORLD ASSISTAElCE 
Canada............................... 
France............................... 
Germany .............................. 
Japan........... ..................... 
United Kingdom......... .............. 
Other................................ 

SINGSOVIET BLOC ASSISTANCE............ 

U. S . DOLIAR LOAN REPAYMENTS 
E P  and P.L. 480 Loans............... 
Export-Import Bank................... 2.3 
Other Governmen Loans.... ......... 31.5 

a/  July throup;h hecember 161. 
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BASIC DATA 

AVERAGE 
Unit PAKISTAN ( U N O E V  . A R E A S  

lREA & POPULATION 

Area ................ 1000 sq.mi. 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

$ of Total Area ..... 
per' cap i t a  .......... 

?OWE33 PER CAPITA ...... 

CDUCATION 

Literacy Rate ....... 
Pupils as  $ of Pop . 
(fib . & Sec.)  ..... 

Pupils per Teacher 
( ~ i m  . only) ....... 

=imGTFI 

..... Life  Expectancy 

... People per Doctor 

M i l  . 
k 

No . 

k 
Acres 

KWH/Y~ 

k 

k 

No . 

Yrs . 

365 xxx 

9ll.7 XXX 

2.2 2.4 

259 40 

GENERAL ECONOMIC DATA PAKISTAN 

Calendar Years 

3RES NATIONAL PRODUCT* a ............... Total GNP ( i n  1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

. ....... WUWLTURAL PRODUCTION INDEX TOTAL 
Index Per Capita ......................... ................................... Jute 

................ INDUSTRIAL PRODUCTION INDEX 

............. ZOST OF LIVING INDEX (Karachi) 

FOREIGN TRADE . . ................... Total Exports (f  o b. ) 
Jute. raw and mfrs ..................... 

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

Trade with United Sta tes  ( U . S .  d a t a ) :  

&ports t o  U.S. (f.0.b.) ............ 
Imports from U.S. (f  .o. b. ) .......... 

Trade Balance .................. 
GOLD & M)REIGN EXCHANGE (end o f  year) ...... 

Unit 

$ Millions 
Dollars 
Percent 

1952-54=lOO 11 

1. 000 m 

1953-100 

1953=100 

$ Millions 
I t  .. 
I 

$ Millions .. .. 
.. 

CENTRAL GOVERNMENT FINANCES* FY ending June 30 

................................ Total  Expenditures 
(Defense Expenditures) ....................... ............................ (Capital O u t l a y s )  

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Rc . ~ o a n s )  .... 
Remaining Deficit  ( - )  o r  Surplus (+) .............. 

- M i l l i o n  Dollar Equivalents . 

* . Converted a t  ll.762 Rupees per U.S. $ . 
a . Fiscal  year ending June 30 of year shown . 
b . Higher l eve l  due primarily t o  l ibe ra l i za t ion  of import l icensing and accelerated 

development . 
c . Revised budget estimate . 
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Country, TURKEY 

Turkish foreign policy has been and remains strongly pro-Western. 
Occupying a strategically important position on the border of the 
USSR, Turkey has long been concerned by the external threat aimed 
directly at it by that country. It hae sought to protect its 
security by maintaining a sizable military force and through 
participation in the North Atlantic Treaty Organization (NATO) and 
Central Treaty Organization (CWTD) alliances. 

Since 1923 Turkey has been a republic. wing between the Medi- 
terranean and Black Seas, the country is in the region where Europe 
and Asia meet at the Bosporus. It has an area of 300,000 square 
miles, of which some 9,000 miles are in Europe. It flanks the land 
routes from the Caucasus to the Iranian and Arabian oil fields and 
the Suez. 

For more than 1,500 miles across its northern frontier Turkey 
atijoins Soviet Rassia or faces it across the Black Sea. To the 
east, the country is bounded by Iran, to the south by Iraq and 
Syria, and to the west in Europe, by Greece and Bulgaria. 

Turkey's principal crop is wheat, grom mainly on the Anatolian 
plateau. Illiteracy is probably as high as 76, but Turkey is 
making excellent progress to overcome this. 

In ancient times great civilizations grew up in Asia Minor, and 
they attracted powerful conquerors. The Greeks settled the region; 
Rome conquered it; and the Byzantine Bnpire ruled it for ten 
centuries. In 1453 the Ottoman Turks conquered Constantinople and 
established the Ottoman Bnpire under rule of a sultan. The Otto- 
man Bnpire dominated the Mediterranean and the Middle Bsst in the 
16th and 17th centuries. 

But grsdually the power of the Bnpire crumbled. In 1908 a group 
called the Young Turks seized power. Out of the confusion follow- 
ing World War I erner~ed Mustafa Kemal Ataturk, a new leader. In 
1923 Turkey became, a Republic, and Ataturk its first president. 
To transform the country into a modern state required monumental 
efforts, which are still going on. 

The present coalition government assumed off ice in December, 1961, 
and has emphasized its intention to achieve a more rapid rate of 
economic growth within a framework of financial stability and 
democracy. Conscious of the obstacles which have to be overcome, 
Prime Minister Inonu has stated that 1962 would be a year of stock- 
taking and preparation of a Five-Year Plan. 

A strong and growing economy is essential both to enable Turkey 
to support its military burden, and to offer convincing proof 
that living standards can be improved in a free and democratic 
gnclety. %e ~ n v e r n m ~ n t  hn_s ~ - 1 3 ~  rc==g;iz& thzt --Mle ns:int- 
ance from abroad will be needed, the success of Turkish policy 
will depend mainly on Turkey's o m  efforts. 

Country Background 

Turkey's ambitious development efforts brought a relatively high 
rate of growth in the decade preceding 1957. However, the growth 
was.accompanied by severe problems of inflation and by balance 
of payments deficits. The major increase in output was in agri- 
culture during 1952-53, when a program to expand the land area 
in cereals corresponded with favorable weather conditions. One- 
third of Turkey's 300,000 square mile land area is now cultivated, 
and this is believed to be the 1 M t  of arable land. The road 
and rail network is relatively complete. The growth rate of 
industry -- 50% of which is state owned -- has been slightly 
better than the average of the economy as a whole. 

a c h  of Turkey's industrial capital is inefficiently used and 
poorly organized. Private industry exists mainly in small scale 
operations. Turkey's industrial and mineral potential is under- 
exploited, and has reasonable.prospects for growth. 

Although inflation has been checked during the past two years, 
the rate of economic growth has been negligible. The level of per 
capita Gross National Product (GNP) in 1961 was $187. The pro- 
visional government which bridged the period between the over- 
throw of the Menderes government and the recently elected Inonu 
government, introduced budgetary reforms which for the first 
time brought the entire budget under review of the Minister of 
Finance. Tax rates were increased, new taxes instituted, and 
tax enforcement was generally tightened. Tax and other measures 
increased government revenues by about 30% in 1961. The provi- 
sional government also made an intensive study of state economic 
enterprises and prepared draft legislation to reform them. All 
government investment projects under wey were reviewed; those 
judged uneconomic or of low priority were stopped. 

In September 1960 State Planning Office was established to im- 
prove Turkey's evaluation of the country's needs and resources. 
This office is charged with the responsibility of preparing 
Turkey's first comprehensive long-term plan for economic growth. 
A draft of the Five-Year Plan is scheduled for completion in ' 
June 1962. 
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j-irn financial discipline and careful husbanding of economic 
resources through the planning mechanism are now integral parts 
of Turkish governmental policy. The Prime Minister appears to be 
taking a personal interest in the preparation of the Five-Year 
Plan. He has emphasized the need for national austerity if the 
plan is to succeed. He has also sought to impress upon the var- 
ious economic ministries the need for thorough preparation of 
well conceived projects. If these policies are firmly adhered to, 
prospects for accelerated development will be enhanced. 

U.S. Assistance Plans 

For 1963 -- pending preparation, analysis and adoption of the 
Turkish development plan - -  assistance from the U.S. and from 
Turkey's European allies will continue to provide support to meet 
urgent current economic problems as well as development assistance 
for priority projects essential to the country's further economic 
growth. Hopefully the Turkish development plan will permit later 
full transition to development assistance -- including both proj- 
ect loans and more general program loans. It is hoped that other 
lender? will also join in furnishing assistance to !l"urkey to 
enable it to carry out its five-year plan. 

Turkey's Five Year Plan is not yet completely formulated; hence 
the magnitude of assistance that will be required is not yet 
clear. Substantial growth in production may be achieved during 
the early phase of the program through better use of the country's 
existing capital plant. 

Proposed AID Program for FY 1963 

For the coming year the United States will extend supporting 
assistance to Turkey to help finance imports essential to the 
maintenance of an acceptable level of economic activity. Develop 
ment assistance will also be made available to permit the timely 
start of projects expected to be included in the Five Year Plan. 
It is assumed that other free world sources will also extend 
assistance to Turkey. 

The development grant program has been redirected to concentrate 
on Turkey's major development needs. Further effort will be made 
to improve both the quqntity and quality of exports so that 
Turkey's foreign exchange earnings may increase. Assistance to 
the Turkish planning effort will be of major impp-tance. AID is 
providing advisors to the Plan Office of the Turkish Government, 
and. to planning units in the Ministries of Industry, Agriculture 
and Transportation. These advisors will assist in developing . - 

statistics and in the analysis of economic Problems. 
. . 114 

Assistance will be provided to survey development potential of a 
number of industries, and to select sites of new private indus- 
tries for the Industrial Assistance Commission. In addition, the 
Ministry of Education will be given help to improve the quality 
of technical and vocational schools, and to increase literacy. 
Assistance will continue in development of forest and water re- 
sources, mining, and public administration, and in agriculture. 

Accomplishments 

Sixteen literacy training centers have been established in 
various towns of Turkey, to combat illiteracy among young adult 
men of the country. With nearly 100,000 illiterate men reaching 
military service age each year, the Turkish Armed Forces and 
their American military advisors have sought ways to train the 
recruits. The work began in 1957, with specialists from George- 
town University conducting the program. Present facilities pro- 
vide the opportunity for approximately 50,000 young men each year 
to bridge the gap between illiteracy and the practical benefits 
of being able to read and write. 

Forestry and forest products industries are now in a stronger 
position than at any time in history. The Turkish Forest Service 
has an excellent organization of about 1000 professional for- 
esters, of whom 125 have been given special foreign training 
t-hrough U.S. economic aid. 

The forest access road network has been increased significantly, 
and a fbrest access road network is planned that will help to 
provide proper protection, management and utilization of all 
remaining forests in Turkey. k i n g  the past decade there have 
been significant advances in forest products industries as well. 

In 1960 a military excess equipment project was established, 
through which equipment and training aids are being transferred 
to Turkey. 

k i n g  1961, the U.S. AID mission agreed to assist in establish- 
ing a small business developent loan f'und in Turkey, with 
graranty cooperatives being organized for a pooling of credit 
resources for small business men. Average loans are $180, and 
the loans are made to such businesses as small carpentry shops, 
machine shops, and tinsmiths. 

The Turkish highway system today is viewed in the Middle East as 
a model. It has reached into all areas. 
to some of the most modern means of land 
highway was originally conceived in 1947 

and has afforded access 
transportation. The 
under a joint project of 
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Today American practices prevai l  throughout the highmy depart- 
ment, and as a direct  r e su l t  of the roads program the in t e r io r  
of Turkey has been opened t o  commerce. 

Obligations and Connnitment s 
(millions of dol la rs  6r dol la r  equir.) 1 1z ( 1% 

Development Loans.. .................. 170.8 117.3 10 .O 
Development Grants................... 33.0 4.4 5.4 

(T.c. prior to FY 1961) 
Supporting Assistance.. .............. 930.3 g0.0 9.0 

(DS/SA pr ior  t o  FY 1961). 
Other HSP Ecommic..............~~.~. - - - 

EX-M BANK LONG-TERM LOANS............. 79 -1 - - 

MILITARY ASSISTANCE (Promam81 
M.A.P. - Grant Aid................... 1899.3 180.3 195.8 
M.A.P. - Credit Assistance........... - - - 
Non4.A.P. Hi l i ta ry  Asdstance.. ..... 193.0 - - 

ASSISTAEE FROM INTtL AaNCIES 
IBRD - World Bank ................... 60.7 - 3 
I n t e r n ' t l  Monetary Fund ............. 41.0 37.5 4 
European Monetary Agreement ......... - 50.0 4 
UN Tech. Assist .-CY ending in  FY .... 5.1 0.7 0.7, 
UN Spec161 Fund ..................... 2.0 - 0 . b  

OTHER FREE WOWLD ASSISTANCE 
....................... West. Germany 85.0 50.0 9 

U.S. DOLLAR LOAN REPAYMENTS 
MSP and P.L. 480 b a n s  .............. 6 - 5  - - 
wor t - Impor t  Bank .................. 40.5 1.5 0 . B  
Other Government b a n e  .............. NA 0.8 0.4 

4 July- December 1961. 



BASIC DATA 

AVERAGE 
Unit TURKEY (UNDEV . A R E A S  

iREA & POPULATION 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTUTIAZ, LAND 

..... of Total Area 

Per Capita .......... 

3 W E R  PER CAPITA ...... 

DUCAT I O N  

....... Literacy Rate 

Pupils a s  k of Pop . 
(Prim . & Sec.) ..... 

Pupils per Teacher 
(Prim . only) ....... 

iz&!m 
..... Life  Expectancy 

People per Doctor ... 

M i l  . 
k 

No . 

k 
Acres 

K W H / Y ~  

k 

k 

No . 

Y r s  . 
No . 

GENERAL ECONOMIC DATA TURKEY 

Calendar Years 

SRCGS NATIONAL PRODUCT * 
Total GNP (in 1960 Prices) ............... 
Per Capita GNP ........................... 
Investment as  Percent of GNP ............. 

. ....... lGRICULTURAL PRODUCTION INDEX TOTAL 
Index Per Capita ......................... 
Wheat .................................... 

............ ZOST OF LIVING INDEX ( ~ s t a n b u l )  

FOREIGN TRADE ................... Total Exports (f .o. b. ) 
Tobacco ................................ 

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

Trade with United States ( U  . S . data) :  

Exports t o  U.S. ( f  .o. b. ) ............ 
Imports from U.S . (f . o . b . ) .......... 

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

GOLD & FQREIGN EXCHANGE (end o f  year ) ...... 

Unit . 

$ Millions 
Dollars 
Percent 

$ Millions 
11 

I ,  

I, 

$ Millions 
I, 

I, 

1961 E s t  . 
5. 300 

187 
11.8 

l l ?  
95 

6. 000 

2. 050 

236 

347 
75 

509 
-162 

68 
136 
aa 
237 

-Million Dollar Equivalents . 

CENTRAL GOVERNMENT FINANCES * FY ending Feb . 28 1960 1961 1962 

Total Expenditures ................................ 804 862a 1. oh? 
(Defense E x p e n d ~ t u r e s )  ....................... (256) (271) (302) 

............................ ( C a p ~ t a l  Outlays) (261) (265) (339) 

Domestic Revenues ................................. 675 6 96 89B 

Budget Receipts from N0n.U.S. Foreign Aid ......... -9 -15 -9 

Budget Receipts from U.S. Aid  rants Rc Loans ) .... 106 85 116 

Remaining Deficit  (-)  or Surplus (+) .............. -32 . 96 -47 

+ . Converted a t  9 Turkish Liras per U.S. $ . 
a . Budget estimates . 
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AFRICA 

Afr ica ,  where most of the  na t ions  have become independent only 
wi thin  the  p a s t  two years ,  is now en te r ing  a new phase i n  the  
d r i v e  f o r  f r e e d m  and progress .  Although questions of p o l i t i c a l  
independence s t i l l  predominate i n  severa l  areas ,  the re  i s  in -  
c reas ing  concern on the  p a r t  of the  African leaders  about econo- 
mic and s o c i a l  problems inherent  i n  the  job of na t ion  bu i ld ing  
with  which these  l eaders  a r e  confronted. Africa (exclusive  of 
the  United Arab Republic and t h e  Union of South Afr ica)  encm-  
passes 27 independent coun t r i es  and over a dozen dependent t e r r i -  
t o r i e s .  A t  l e a s t  a few of these  l a t t e r  - Ruanda-Urandi, Kenya, 
and Uganda being the  more l i k e l y  candidates - probably w i l l  be- 
come independent before the  c lose  of FY 1963. 

I n  most of Afr ica ,  where p o l i t i c a l  independence has been 
achieved, t h e  change i n  s t a t u s  has s o  f a r  meant l i t t l e  o r  no i n -  
crease  i n  p rosper i ty  o r  personal  opportunity f o r  the  average 
person. U n f u l f i l l e d  a s p i r a t i o n s  a r e  placing increasing publ ic  
pressures  on these  new governments f o r  programs of economic and 
s o c i a l  a c t i o n .  Such pressures  take the  form of demands f o r  i n -  
creased government e f f o r t s  both t o  e x p l o i t  loca l  resources  more 
f u l l y  and t o  obta in  increased developmental a ss i s t ance  from 
abroad. 

The a t ta inment  of se l f - sus ta in ing  development, f o r  most coun t r i es  
i n  Afr ica ,  l i e s  wel l  beyond our present  decade. African l eaders  
a re  almost c e r t a i n  t o  face  a s h o r t - f a l l  i n  meeting r i s i n g  African 
a s p i r a t i o n s .  However, some b a s i s  f o r  p o l i t i c a l  s t a b i l i t y  can be 
developed by e s t a u l i s h i n g  t h e  foundations f o r  economic and s o c i a l  
growth, while a t  the  same time providing a v i s ib le  measure of 
achievement t o  give a sense of d i r e c t i o n  and accomplishment. 

Area Background 

Economic Conditions.  The Af r ica  region has an a r e a  of some t e n  
mi l l ion  square miles - over t h r e e  t imes the  s ize  of t h e  United 
S t a t e s ,  This  a r e a  has a population about 15% g r e a t e r  than t h a t  
of t h e  United S t a t e s ,  but i t s  t o t a l  production is estimated t o  
be only about 346 of the  U.S. t o t a l .  Tropical  Afr ica ,  which forms 
the g r e a t e r  p a r t  of the  a rea ,  has been described a s  " the  l a r g e s t  
understudied and under-developed a rea  i n  the  world." The annual 
average g e r  c a p i t a  GW of Tropical  Afr ica  i s  $80-$90. Over-al l  
l i t e r a c y ,  averaging about lo$, i s  wel l  below l e v e l s  i n  o the r  r e -  
g ions  of t h e  world, such as t h e  Near Eas t  a t  20-30% and the  Far  
Eas t  a t  35-40%. Tropical  Afr ica  accounts f o r  only about 3% of 

world exports ,  cons i s t ing  almost e n t i r e l y  of minerals and a g r i -  
c u l t u r a l  commodities. Manufact,~lrpd snnrls RT.P :11.15t_ n m  h-z;nnin~ 
t o  e n t e r  the  export  t r a d e .  

Economic Assistance t o  Afr ica  
( i n  mi l l ions  of d o l l a r s )  

Development Grants 69 7 96.8 

Development Loans 53.3 4 2 . 0 4  

Supporting Assistance 81.8 61.0 

' m d  a s  of February 28, 1962. 

Population s tud ies  ind ica te  t h a t  the re  a r e  about 215 mi l l ion  
people i n  underdeveloped Africa;  t h e  non-African population i s  
about 2-1/2 mi l l ion  of which about f o u r - f i f t h s  i s  European. A l -  
though most of the  region is sparse ly  populated, the  population 
i s  estimated t o  be growing a t  a r a t e  of over 2$, or  nea r ly  4.5 
mi l l ion ,  pe r  year .  A t  t h i s  r a t e ,  the  t o t a l  population would 
double in  the  next 30-35 years .  

Although, when measured i n  terms of monetary value,  i t s  expor t s  
represent  a small por t ion of the  world 's  t r ade ,  Afr ica  a c t u a l l y  
plays  an important r o l e  i n  the  world economy, p a r t i c u l a r l y  a s  a 
source of minerals f o r  Western industry .  Afr ica  i s  a major ex- 
p o r t e r  of a g r i c u l t u r a l  commodities - cof fee ,  cocoa, palm o i l ,  
s i s a l ,  peanuts, t e a ,  hides and lumber. Most African economies a r e  
almost e n t i r e l y  dependent on one o r  two of these  commodities f o r  
t h e i r  foreign exchange and domestic revenues. For t h i s  reason, 
t h e  wide f l u c t u a t i o n s  in  world p r i c e s  have caused se r ious  foreign 
exchange problems. 

Afr ica  i s  a "mosaic" with widely var ied p o l i t i c a l  t r a d i t i o n s  and 
s t r u c t u r e s  and wide d i v e r s i t y  in  economic and s o c i a l  condi t ions .  
I n  terms of 1960 es t imates  of per  c a p i t a  GW, f o r  example, Somali 
and Ethiopia  a t  $42 and $44 respec t ive ly ,  c o n t r a s t  sharply  with 
Ghana a t  $175 and Senegal a t  $190. Li teracy ranges from 4-6% i n  
Ethiopia  and Sudan t o  25% i n  Ghana and Uganda. Although a few 
coun t r i es  earn s i g n i f i c a n t  foreign exchange from t h e i r  exports ,  
o the rs  a r e  highly dependent on ex te rna l  a i d  t o  meet minimal 
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import requirements. Population d e n s i t i e s  vary widely w i ~ h  concur- 
r e n t  v a r i a t i o n s  i n  pressures  on land use.  Mineral resources a r e  
abundant i n  such a reas  as the  Congo, Ghana and Liber ia ,  while many 
African coun t r i es  have v i r t u a l l y  no known a s s e t s  of t h i s  kind. 
There a r e  a l s o  wide divergencies i n  the  e f fec t iveness  of governmen- 
t a l  organizat ion and l eadersh ip  on which the  development process i s  
s o  dependent. Such coun t r i es  as Tunisia,  Nigeria, Ghana and Sene- 
g a l  have a nucleus of wel l - t ra ined,  experienced leadership ,  while 
o t h e r s  hzve &.host none and l ean  heavi ly  on fo re ign  advisors  and 
a&ninisiLia ,o~-s . 

P o l i  Licnl 3t c!;,:miJu. Considering t h a t  most Af'rican nat ions  have 
gained t h e i r  iiiaependence s ince  1960, the  s t r i d e s  made toward de- 
velopin;: workable government i n s t i t u t i o n s ,  acceptable t o  the  proud 
and nationalist-minded African people, have been s t r i k i n g .  The 
genera l ly  responsible  e f f o r t s  toward the  maintenance of economic 
s t a b i l i t y ,  while planning f o r  na t iona l  development, have been 
hear tening.  Fur ther  changes i n  leadership  and in p o l i t i c a l  i n s t i -  
t u t i o n s  a r e  l i k e l y .  Both l eaders  and i n s t i t u t i o n s ,  however, axe 
showing a g r e a t e r  d u r a b i l i t y  than had genera l ly  been predic ted.  

This p a s t  year  has been marked by turbulence i n  the Congo and un- 
r e s t  i n  some of the  t e r r i t o r i e s  t h a t  have not y e t  a t t a i n e d  inde- 
pendence. However, the  v a s t  major i ty  of the  independent na t ions  
have enjoyed r e l a t i v e  peace and s t a b i l i t y ,  and the  Congo i s  now 
making s i g n i f i c a n t  progress  a long the  road toward un i ty  and 
s t a b i l i t y .  

The tendency throughout Af r ica  has been t o  seek a p o l i t i c a l  o r i en-  
t a t i o n  of non-alignment wi th  e i t h e r  the  Soviet  bloc o r  with the  
Western a l l i a n c e .  The f a c t  t h a t  a few African l eaders  have made 
extreme s ta tements  more cons i s t en t  wi th  Communist dogma than t r u e  
n e u t r a l i t y  appears t o  have been occasioned pr imari ly  by the  domes- 
t i c  p o l i t i c a l  expediency of demonstrating t h e i r  independence from 
colonialism. I n  a few ins tances ,  i n t e r n a l  p o l i t i c a l  oppression 
has been a problem a l s o ,  caused i n  p a r t  by d e s i r e s  f o r  personal  
power and the  e f f o r t s  of some l e a d e r s  t o  break down l o c a l  d i v i s i v e  
f o r c e s  se r ious ly  i n t e r f e r i n g  with d r i v e s  f o r  nationhood. At the  
same time, the re  has been encouraging evidence of a g r e a t e r  appre- 
c i a t i o n  of the  t r u e  nature  of Communist profess ions  of d i s i n t e r e s t e d  
f r i endsh ip .  The a t t i t u d e  of most African s t a t e s  toward thorny prob- 
lems i n  the  Congo, and the  African vote  i n  the  United Nations on 
the  Red Chinese representat ion i s sue  r e f l e c t  the increasing wari- 
ness  i n  Afr ica  toward the  i m p e r i a l i s t i c  t h r e a t  of world communism. 

we have advocated such freedom f o r  others .  Most African l eaders  
understand t h a t  we honest ly  support  t h i s  same freedom f o r  t h e i r  
newly independent countr ies .  However, the  Soviet  b l o c ' s  a n t i -  
c o l o n i a l i s t  and a n t i - i m p e r i a l i s t  propaganaa 'has hed ui e f f e c t ,  
p a r t l y  because of A f r i c a ' s  long domination by co lon ia l  powers. 

Regional Cooperation. During the  co lon ia l  e ra ,  each t e r r i t o r y ' s  
e x t e r n a l  r e la t ionsh ips  were pr imari ly  wi th  the metropole and- only 
inc iden ta l ly  wi th  neighboring countr ies .  The l ack  of adequate 
t r anspor ta t ion  and .a  common language i s  s t i l l  a b a r r i e r  t o  African 
t r ade  and economic in tegra t ion .  Karkets a r e  uneconomically small. 
However, the need f o r  r eg iona l  cooperation i n  both p o l i t i c a l  and 
economic f i e l d s  i s  being inc reas ing ly  understood, and African 
l eaders  a re  devoting much time and e f f o r t  t o  developing more e f fec -  
t i v e  intra-African re la t ionsh ips .  

The African and Malgache Union (UAM) of 12 former French dependen- 
c i e s  has been formally created,  and i t s  subs id ia r i es ,  the  Organi- 
za t ion  of Economic Cooperation (ONIICE), an air t ranspor t  company 
( ~ i r  Afrique) and a pos t  and telecommunications body (UAMPT) have 
all begun t o  funct ion.  'IWo sub-regional groupings wi thin  the  UAM 
membership - the  Council of the  Entente (1vory Coast, Niger, Upper 
Volta, ~ahomey) and the  Association of Equator ia l  S t a t e s  ( t h e  ex- 
French Congo, Gabon, Centra l  African Republic, Cameroon and  had) 
continue to p lay  construct ive  r o l e s  wi thin  these  a reas .  

Meanwhile, a s t i l l  l a r g e r  organizat ion,  the  Organization of African 
and Malagasy S ta tes ,  the  "Monrovia Group," comprised of the  members 
of the  UAM and e i g h t  o the r  African nat ions ,  w a s  formed recen t ly  f o r  
purposes of f u r t h e r i n g  common p o l i t i c a l  and economic a i m s .  Another 
grouping cons i s t s  of the  s i x  nat ions  of the  Casablanca Charter 
( ~ h a n a ,  Guinea, Mali, UAR, Morocco, and the  Provis ional  Algerian 
~overnment) .  Both groups have prepared proposals f o r  the  reduc- 
t i o n  of customs b a r r i e r s ,  the  harmonization of economic develop- 
ment, and the  c rea t ion  of c l o s e r  r e la t ionsh ips  i n  the  f i e l d s  of 
f inance,  t r anspor ta t ion  and communications. An organizat ion s e t  
up dur ing the co lon ia l  per iod f o r  providing t echn ica l  information 
t o  the  nations south of the  Sahara ( t h e  CCTA) has l a r g e l y  completed 
i t s  t r a n s i t i o n  from a European ins t rumenta l i ty  t o  a genuine 
African body and continues t o  engage i n  highly use fu l  a c t i v i t i e s  
i n  t h e  f i e l d s  of education, agr icu l tu re ,  animal disease ,  f i s h -  
e r i e s ,  and publ ic  heal th .  The UN Economic Commission f o r  Af r ica  
provides a forum i n  which a l l  African na t ions  jo in  i n  the  d i s -  
cussion of common problems. 

The United S t a t e s  i s  genera l ly  h igh ly  regarded i n  Af r ica  because of 
our h i s t o r y  of demanding f r e e  i n s t i t u t i o n s  f o r  ourselves and because 
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Purpose of U.S. Assistance. The primary i n t e r e s t  of the  United 
S t a t e s  i s  the  long-range process of nation building. Afr ica  i s  
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the  United S t a t e s  and other  f r e e  world countr ies  a i d  i n  i t s  
accomplishment. Economic erowth and s o c i a l  advancement i n  Afr ica  
i s  inex t r i cab ly  re la ted  t o  the  absence of disorder ,  p o l i t i c a l  ex- 
tremism and chaos. The United S ta tes  and ot'ner developed countr ies  
car, and should provide, through f i n a n c i a l  ana technical  a s s i s -  
tance,  a necessary supplement t o  the e f f o r t s  of African countr ies  
t o  obtain  de.velopment and s t a t u s  a s  t r u l y  f r e e  and independent 
nat ions .  

Nation buill i ing, i n  both i t s  p o l i t i c a l  and economic aspects,  i s  a 
goal whicn i s  not  -dithout complexities, a s  evidenced by our own 
U.S. h i s t o r y  and by the  h i s to ry  of other nations.  There a r e  a 
nunbcr of major impediments ;rk;ich a re  common t o  most of t h e  
countr ies  of Afr ica .  T r i b a l  t i e s  are  s t i l l  strong. The i n t e -  
grat ion of t r i b a l  u n i t s  with varying customs, languages and loya l -  
t i e s  i n t o  cohesive governmental e n t i t i e s  with common goals and 
purposes w i l l  not be easy. Present-day leaders  are o f ten  in- 
experienced. Populations a re  not educated o r  t r a ined .  Domestic 
f i n a n c i a l  resources are  l imi ted .  Natural resources have not  been 
f u l l y  surveyed o r  exploi ted.  Transportation, communication and 
power f a c i l i t i e s  a r e  inadequate. The African countries lack 
organizat ions  and i n s t i t u t i o n s  t o  promote industry and t rade  and 
there  i s  an over-dependence on a few primary exports.  A l l  these  
problems must be addressed i f  economic and soc ia l  development i s  
t o  be f o s t e r e d  and i f  the  process of nation building i s  t o  be 
successful .  The challenge t o  both the  African countr ies  and t h e  
r e s t  of t h e  f r e e  world i s  g r e a t .  Fa i lu re  t o  recognize the  prob- 
lems and t o  a s s i s t  i n  t h e i r  solut ions  would r e s u l t  i n  d i s a s t e r .  

As t h i s  process  goes forward the  exercise of patience w i l l  be r e -  
quired.  It must be remembered t h a t  African governments are  only 
s t a r t i n g  t o  develop the standards t h a t  a r e  now t r a d i t i o n a l  i n  
western democracies, although many have developed systems of 
checks and balances  and have provided f o r  a degree of popular 
p a r t i c i p a t i o n .  It must a l s o  be recognized t h a t  African pcoplcs 
a r e  preoccupied with t h e i r  own problems and a r e  not as aware of 
o r  concerned about the c o n f l i c t  between the  f r e e  world and the  
Communist bloc as  we might wish. Nor do they always have a f u l l  
understanding of t h e  r e a l  nature and c r u c i a l  seriousness of t h i s  
c o n f l i c t .  We cannot expect these  nations t o  be well versed i n  
the  i n t r i c a c i e s  of world p o l i t i c s  and t o  s ide  with t h e  United 
S t a t e s  on each in te rna t iona l  i s sue  with which t h i s  nat ion i s  

concerned. Short-term p o l i t i c a l  developments o r  reverses  should 
not ,  however, becloud t h e  bas ic  object ive of the  United S t a t e s  
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The Soviet  bloc has scored some i n i t i a l  successes with i t s  tech- 
nique of making timely o f f e r s  of s u b s t a n t i a l  a i d  i n  t roubled 
s i t u a t i o n s .  The t h r e a t  of bloc a i d  i s  t h a t  it appears t o  o f f e r  
easy solut ions  t o  key African problems, such a s  cur ren t  and f u t u r e  
markets f o r  a g r i c u l t u r a l  surpluses  and a l e s s e r  dependence upon 
former metropoles f o r  a i d ,  t r ade ,  and techn ica l  ass i s tance .  The 
bloc object ive i s ,  of course,  t o  obtain  a pos i t ion  of predominate 
inf luence over the  domestic and foreign p o l i c i e s  and ac t ions  of 
the  African Governments. Some African leaders  r e a l i z e  t h i s ,  but  
t h e  temptation t o  accept  t h e  a id  and t o  ignore the  possible  
consequences i s  strong. The hunger f o r  development i n  the  Afric-arr 
countr ies  may r e s u l t  i n  imprudent commitments t o  Communist 
countr ies .  Although it i s  not  proposed t h a t  U.S. ass i s tance  be 
used t o  match Soviet  b loc  o f fe r s ,  it i s  important t o  o f f e r  some 
a l t e r n a t i v e  t o  complete economic dependence on t h e  bloc.  

Approach t o  Use of U S .  Assistance 

The amount of U.S. ass i s tance ,  p a r t i c u l a r l y  i n  t h e  development 
categqries ,  t o  be extended t o  ind iv idua l  African count r ies  w i l l  
r e s t  l a r g e l y  on a judgment of t h e i r  r e l a t i v e  a b i l i t y  t o  use a i d  
e f f e c t i v e l y .  The independent African governments, of course, 
bear t h e  primary r e s p o n s i b i l i t y  f o r  achieving t h e i r  long-term 
goals .  They must provide t h e  framwork, t h e  administration, the  
incent ives ,  t h e  s e c u r i t y ,  and a very s u b s t a n t i a l  p a r t  of the  
resources necessary f o r  a broad a t t a c k  on the  numerous impediments 
t o  development. Although they have had only a l imi ted  opportunity 
t o  e s t a b l i s h  a performance record i n  these  matters,  forward motion 
i s  evident and there  have been encouraging s igns  of i n t e r e s t  i n  
t h e  p r inc ip les  of se l f -he lp  and responsible  governmental planning. 
Relat ive  s t a b i l i t y  i n  governmental operat ions  e x i s t s  i n  most 
African count r ies .  Leaders a r e  acquiring a g r e a t e r  recogni t ion 
of the  problems involved i n  development and are  making se r ious  
attempts t o  address them. Increased emphasis i s  being given t o  
improving t h e  standards of education and t h e  development of 
t r a i n e d  manpower. Long-range plans,  i n  those cases where they 
e x i s t ,  vary widely i n  scope and qua l i ty ,  b u t  they a r e  ind ica t ive  
of attempts t o  b r ing  more r a t i o n a l  and systematic methods i n t o  
t h e  development process .  Steps a r e  being taken t o  improve both 
t h e  plans  and the  implementing machinery. While the re  a r e  
d e f i n i t e  economic l i m i t s  t o  the  se l f -he lp  e f f o r t s  African countr ies  
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can make, and while the  r e a l  t e s t s  l i e  i n  the  f u t u r e ,  we can ex- 
pect  the  African countr ies to  devote a share of t h e i r  resources 
t o  t h e  s p e c i f i c  p ro jec t s  o r  a c t i v i t i e s  t o  which t h e  United S t a t e s  
proposes t o  con t r ibu te .  

To permit o rder ly  consideration of the  wide v a r i e t y  of conditions 
and circumstances found i n  Africa,  some form of judgment must be 
made a s  t o  t h e  b a s i s  f o r  determining the  a l l o c a t i o n  of avai lable  
U.S. resources .  I n  t h e  case of Supporting Assistance, s t r a t e g i c  
and p o l i t i c a l  considerat ions  w i l l  of course be taken i n t o  account. 
The a l l o c a t i o n  of U.S. resources f o r  both Development Loans and 
Development Grants w i l l  be dependent upon a number of consider- 
a t ions  including: (1) t h e  ava i lab le  l o c a l  resources,  both human 
and mate r ia l ,  f o r  development; ( 2 )  t h e  organizat ion and leader-  
ship of the  government, p a r t i c u l a r l y  i t s  a b i l i t y  t o  e n l i s t  the  
energies  and support of t h e  people, t o  plan adequately f o r  
economic and s o c i a l  development and t o  ensure t h a t  the  se l f -he lp  
and other  measures e s s e n t i a l  t o  successful  program implementation 
a r e  taken; ( 3 )  t h e  magnitude and type of resources  being m3de 
ava i lab le  from other  f r e e  world donors, including in te rna t iona l  
organizat ions;  ( 4 )  the  ex ten t  t o  which a country 's  long-term 
p o l i t i c a l  and economic aims a re  compatible with those of the  f r e e  
world; ( 5 )  t h e  a b i l i t y  of t h e  United S t a t e s  t o  provide the  type 
of t echn ica l  ass i s tance  and adminis t ra t ive  supervision necessary 
t o  ensure e f f e c t i v e  use of a i d  funds. 

On the  b a s i s  of these  considerations,  t h e ' n a t i o n s  of Africa can 
general ly  be grouped i n t o  t h r e e  categories  f o r  t h e  purpose of 
determining t h e  magnitude and type of developmental ass i s tance  t o  
be made ava i lab le  from the  United S t a t e s .  Although it i s  not 
always a simple matter t o  determine i n t o  which category a country 
should be placed, t h e  decis ion i s  influenced pr imari ly  by an 
assessment of t h e  a b i l i t y  of a country t o  use resources e f fec t ive -  
l y .  Countries i n  t h e  f i r s t  group would be given highest  p r i o r i t y  
and a l l o c a t e d  g r e a t e r  resources over an extended period of time 
than those i n  the  second and t h i r d  groups. However, i n  some 
instances  a country i n  a lower category might receive more U.S. 
ass i s tance  than a country i n  a higher category i n  a p a r t i c u l a r  
time per iod.  For example, t h e  approval of a loan o r  a grant  f o r  
a l a rge  p r o j e c t  might wel l  r e s u l t  i n  a r e l a t i v e l y  high a i d  t o t a l  
f o r  a country i n  t h e  year of approval, y e t  be o f f s e t  i n  subsequent 
years  . 
The f i r s t  category includes those nations which possess most of 
t h e  p r e r e q u i s i t e s  f o r  development other  than adequate ex te rna l  

ass is tance.  These count r ies  e i t h e r  hal~e o r  soon w i l l  develop the 
a b i l i t y  t o  take the  measures necessary t o  mobilize t h e i r  r e -  
sources.  Public adminis t ra t ion i s  r e l a t i v e i y  well  advanced with 
a s t a f f  of wel l - t ra ined l o c a l  oSr ic ia l s  o r  a strong nucleus 
the reof .  The long-term prospects f o r  p o l i t i c a l  s t a b i l i t y  i n  
these  countr ies  appear t o  be b e t t e r  than aierage and th govern- 
ments appear t o  be s incere ly  concerned with the welfare and f r e e -  
com of the people.  Countries i n  t h i s  grouping, such a s  Nigeria, 
Tanganyika and Tunisia,  would general ly  receive p r i o r l t y  a t t e n t i o n  
i n  t h e  a l loca t ion  of U.S. developmental ass i s tance .  They youla 
warrant consideration r o r  assurance f o r  help involving a substan- 
t i a l  contribution of U.S. assistnncc. aver a period of' years  t o  
be directed toward those needs which 'he United S t a t e s  could bes t  
meet. Assurances of development ass i s tance  Tor sound programs 
o r  actix:ities over a pe r iod  of years by the  United S t a t e s ,  sub- 
j ec t  t o  sa t i s fac to ry  performance by the  a i d  rec ip ien t ,  w i l l  
enable the leaders  of these  countr ies  t o  plan t h e  bes t  use of' 
t h e i r  own resources and o t k r  foreign ass i s tance  with conridence 
f o r  t h e  future  . 
I n  countries of t h e  f i r s t  grouping, U.5. ass i s tance  may be the  
c a t a l y s t  f o r  obtaining add i t iona l  ex te rna l  funds from des te rn  
sources, the U.N. and o ther  i n t e r n a t i o n a l  i n s t i t u t i o n s ,  ana p r i -  
vate  groups and foundations.  Consultative arrangements f o r  t h i s  
purpose w i l l  be encouraged. 

The second, and possibly  t h e  l a r g e s t ,  category of countr ies  i n -  
cludes nations possessing some pre requ is i t es  f o r  development, 
although they might be se r ious ly  lacking i n  o thers .  Mater ia l  r e -  
sources may be l imited;  t r a ined  manpower may e x i s t  but  i n  
inadequate numbers; leadership may not be adequate; planning may 
be d e f i c i e n t .  Although some long-term development prospects may 
e x i s t ,  U.S. assurances of f i n a n c i a l  a ss i s tance  over an extended 
period of time would be considered premature f o r  countr ies  i n  
t h i s  category. I n  a number of these  countr ies  U.S. a i d  programs 
have been i n  exis tence i n  the  p a s t .  Assistance t o  such countr ies  
i n  FY 1962 and FY 1963 i s  proposed t o  be d i rec ted  toward those 
economic sec to rs  where the  rec ip ien t  country i s  i t s e l f  making an 
e f f o r t  and thus  where add i t iona l  U.S. f i n a n c i a l  and techn ica l  a i d  
is  most l i k e l y  t o  make a s i g n i f i c a n t  contr ibut ion t o  economic 
growth and s o c i a l  advancement. Where inadequately t ra ined  man- 
power and a  lac^ of bas ic  economic f a c i l i t i e s  e x i s t ,  U.S. a s s i s -  
tance would be focused la rge ly  on t h e  improvement of these  essen- 
t i a l s  t o  growth. 
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There i s  a  t h i r d  group of newly independent countr ies  and depen- 
dent  t e r r i t o r i e s  which a re  not l i k e l y  t o  reach the po in t  of be- 
coming sel f ' -sus ta ining f o r  some time t o  come. They may represent  
t r a d i n g  o r  producing a reas  i n s u f f i c i e n t l y  l a rge  or  in tegra ted  
enough t o  f a c i l i t a t e  the  development of se l f - sus ta in ing  economic 
growth. A number of these  countr ies  a r e  receiving s u b s t a n t i a l  
budgetary and c a p i t a l  a s s i s t ance  from the  f'ormer c o l o n i a l  powers. 
The absence of t r a i n e d  manpower and f a c i l i t i e s ,  such a s  roads, 
communications and power, l i m i t  t h e  absorpt ive  capaci ty  f o r  ex- 
t e r n a l  a ss i s t ance .  On the  o the r  hand these  countr ies  want t o  be 
f r e e  t o  d i r e c t  t h e i r  own domestic a f f a i r s .  The United S t a t e s  
must support  the  asp i ra t ions  of the  l eaders  and peoples of tnese  
a reas ,  providing some a l t e r n a t i v e  t o  undue dependence on t h e  
former metropoles o r  on the  Sino-Soviet  b loc .  

It w i l l  be necessary t o  adopt a  f l e x i b l e  approach i n  providing 
ass i s t ance  t o  t h i s  t h i r d  group of coun t r i es  and t e r r i t o r i e s .  I n  
general ,  of course,  the  amounts w i l l  be l e s s  than f o r  countr ies  
i n  t h e  o the r  ca tegor ies .  I n  many cases ,  programs w i l l  have t o  be 
experimental  i n  nature ,  u n t i l  more experience i s  gained. Because 
of t h e i r  v a s t  needs, it should be poss ib le  i n  most cases  t o  
respond t o  country requests  by s e l e c t i n g  p ro jec t s  o r  a c t i v i t i e s  
which requ i re  p r i o r i t y  a t t e n t i o n  and which make a d i s t i n c t  c o n t r i -  
bu t ion  t o  s o c i a l  o r  economic growth. I n  o the r  ins tances ,  it may 
be d e s i r a b l e  t o  conduct surveys t o  determine which a c t i v i t i e s  
b e s t  make such a contr ibut ion.  Caution must be exercised,  of 
course,  a s  i n  t h e  case of coun t r i es  i n  the  other s t ages  of develop- 
ment, t o  coordinate the  var ious  Western a c t i v i t i e s ,  t o  undertake 
a c t i v i t i e s  f o r  which the  United S t a t e s  possesses s p e c i a l  capabi l -  
i t i e s  and t o  avoid impl icat ions  of annual "a id  l eve l s . "  The United 
S t a t e s  must a l s o  be c a r e f u l  t o  s e l e c t  a c t i v i t i e s  which do not 
r equ i re  increased budget support by o the r  a i d  donors o r  c rea te  a  
U.S . obl iga t ion  t o  provide such support .  

For many of these  countr ies  it i s  d i f f i c u l t  t o  r e c r u i t  qua l i f i ed  
t echn ic ians  who have an adequate command of the  fo re ign  language 
required,  and who a r e  wi l l ing  t o  accept the  hardships involved - 
poor housing, inadequate medical f a c i l i t i e s ,  e t c .  It  the re fore  
w i l l  be important t o  s e l e c t  a c t i v i t i e s  which do not require  the  pro 
v i s i o n  of a  heavy technician component o r  a  large overhead of U.S. 
admin i s t ra t ive  personnel over an extended period of time t o  ensure 
t h e i r  success .  I n  a  number of ins tances ,  a c t i v i t i e s  i n  these  
a r e a s  may c o n s i s t  of s p e c i f i c  and c a r e f u l l y  chosen p r o j e c t s  
financed by development loans 

Other External  Acs i s tmce  

It i s  ne i the r  riecessary nor des i rab le  t h a t  the  United S t a t e s  pro- 
vide a l l  e x t e r n a l  f 'irlancial and t echn ica l  a ss i s t ance  required t n  
Afr ica .  For tunate ly  f o r  t h e  imposing t a s K  oC construct ing both 
economic and s o c i a l  foundations f o r  f u t u r e  growth i n  Africa,  a i d  
from European and i n t e r n a t i o n a l  sources i s  l a r g e  and on the  
inc rease .  The r a t e  of annual economic a i d  ob l iga t ions  t o  Af r i -  
can coun t r i es  from o ther  Free World sources has r i s e n  from about 
$900 mi l l ion  i n  1959 t o  near ly  $ 1 . 5 ' b i l l i o n  i n  FY 1962. I f  a i d  
t o  Alger ia  and other  Afr ican coun t r i es  not c u r r e n t l y  receiving 
U.S. a ss i s t ance  i s  excluded, o the r  Free World a i d  can be e s t i -  
mated at over $1.0 b i l l i o n  - f a r  more than expected U.S. a i d .  
Attempts have been made and w i l l  continue t o  be made t o  maximize 
s-ch a id  rrcm the  U.K., F r m c e ,  Germzg, I t ~ l y ,  J e p w ,  I s r e e l ,  
and other  developed na t ions .  West Germany, f o r  example, i s  
expected t o  make a v a i l a b l e  approximately $200 mi l l ion  t o  African 
co.mtr ies  during FY 1962. 

The r o l e  i n  Afr ica  of i n t e r n a t i o n a l  lending agencies - I n t e r -  
na t iona l  Bank f o r  Reconstruction and Development (IBRD ), I n t e r -  
na t iona l  Development Author i ty  ( I ~ A ) , a n d  I n t e r n a t i o n a l  Finance 
Corporation (IFC) - i s  becoming inc reas ing ly  important.  The 
IBRD recen t ly  es tab l i shed  a new African Department. Comnitnents 
from these  organizat ions  t o  Af r ica  amounted t o  $186 mi l l ion  i n  
1960 and $40 mi l l ion  i n  1961. Export-Import (EX-1m) Bank 
developmental lending e c t i v i t y  i n  Afr ica  (excluding UAR and the  
Union of South ~ f r i c a )  has  increased from $7 mi l l ion  i n  1959 
t o  near ly  $53 mi l l ion  i n  1961. It i s  an t i c ipa ted  t h a t  the  Bank 
w i l l  continue t o  expand i t s  lendi tgoperat ions  i n  Af r ica .  

The r o l e  of the  U.N. i n  African development has a l s o  been i n -  
creas ing.  This o r g a n i ~ a t i o n ,  of course, i s  heavi ly  involved 
i n  the  Congo operat ion.  U.N. Technical Assistance and Spec ia l  
Fund g ran t s  cover a v a r i e t y  of spec ia l i zed  f i e l d s  and have 
expanded considerably i n  recen t  yea rs .  I n  1960 such g r a n t s  
amounted t o  approximately $23 mi l l ion .  E f f o r t s  a re  made t o  
ensure t h a t  these  programs do not overlap with U.S. e ss i s t ance  
programs. 

Reassessment of U.S. Assis tance Programs 

F i s c a l  1962 w a s  foreseen a s  a  t r a n s i t i o n a l  year  as tk new Agency 
f o r  I n t e r n a t i o n a l  Development appl ied new emphasis an6 concepts 
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including g r e a t e r  r e s p o n s i b i l i t y  of r e c i p i e n t  go.iernments f o r  
e s t a b l i s h i n g  sound development p r i o r i t i e s .  Review and r e -  
a p p r a i s a l  continue i n  p a r a l l e l  with the  re-organizat ion and re -  
cruitment of new iiey personnel.  Some commitments have been m i n -  
t a ined  t o  avoid wasting p r i o r  con t r ibu t ions  through abrupt termina- 
t i o n .  Cer ta in  a c t i v i t i e s  found t o  be marginal were ended, however. 
I n  most ins tances  the approval of country programs has been de- 
f e r r e d  pending re-examination t o  provide reasonable assurance they 
a r e  sound and necessary.  For these  reasons t h e  r a t e  of fund o b l i -  
ga t ions  was slow i n  e a r l y  months of f i s c a l  1962, but  i s  expected 
t o  increase  markedly during t h e  l a t t e r  p a r t  of tke  year .  

FY 1963 Programs 

The FY 1963 programs a l s o  r e f l e c t  t h e  r e s u l t s  of the  program 
r e - a p p r a i s a l .  Some of the  ac t i : i i t i e s  funded i n  FY 1962 w i l l  
not be continued i n  F'Y 1963. New a c t i v i t i e s  designed t o  meet 
bas ic  developm2nt needs a re  proposed. Development funds w i l l  
be made avail-3blc t o  a l a rge  number of African countr ies  i n  ac- 
cordanoe with the  general  system of p r i o r i t i e s  a l ready discussed. 
External  a ss i s t ance  f'rom o ther  sources estimated t o  be avai lable  
f o r  programs i n  Afr ica  during t h i s  period was taken f u l l y  i n t o  
account i n  t h e  development of these  programs. 

A l imi ted  amount of Supporting Assistance has been proposed i n  
a few cases  where s t r a t e g i c  i n t e r e s t s  must be taken i n t o  account, 
o r  where t h e r e  i s  a c l e a r l y  i d e n t i f i a b l e  need f o r  a i d  bu t  the  
c r i t e r i a  f o r  development-tyse ass i s t ance  cannot be met. The 
requirements f o r  Supporting Assistance have declined from FY 1961 
t o  1963. 

Increased emphasis on lending a s  an e f f e c t i v e  t o o l  f o r  develop- 
ment i s  proposed i n  t h e  African region.  Lending within  the  
range of $200 t o  $280 mi l l ion  i s  foreseen f o r  FY 1963, a sub- 
s t a n t i a l  step-up over the l e v e l  f o r  FY 1962. It should be 
noted t h a t  t h e  needs f o r  development lending c a p i t a l  a r e  d i f f i c u l t  
t o  p r e d i c t  f o r  a p a r t i c u l a r  yea r .  Generally the  p r o j e c t s  pro- 
posed f o r  f inancing on a loan b a s i s  a re  of a magnitude and com- 
p l e x i t y  which require  extensiv.e prel iminary survey and review 
and t h e  determination t h a t  s a t i s f a c t o r y  f inancing cannot be 
obtained from other  sources.  

r e l a t i o w h i , ,  and such t r a n s a c t i o n s  e s t a b l i s h  an atmosphere i n  
which economic and t e c h n i c a l  standards a r e  taken i n t o  consider- 
a t i o n  more near ly  a s  a mat ter  of course.  For some of the  newly 
independent nat ions  of' Af r ica ,  it i s  considered more des i rab le  
t o  f inance a s ing le  p r o j e c t  on a loan b a s i s  than t o  engage i n  an 
a c t i v i t y  requir ing t e c h n i c a l  and adminis t ra t ive  cadres over a 
per iod of time required t o  ensure successful  completion. I n  
add i t ion  t o  the  t y p i c a l  lending a c t i v i t y  i n  the  f i e l d s  of manu- 
fac tu r ing ,  t r anspor ta t ion ,  and power, it i s  expected t h a t  such 
a c t i v i t i e s  a s  the  construct ion of school and hea l th  f a c i l i t i e s  
w i l l  be financed on a loan  b a s i s  i n  some ins tances  i n  FY 1963. 
It i s  a l s o  an t i c ipa ted  t h a t  c a p i t a l  w i l l  be made ava i l ab le  f o r  
l o c a l  development banks i n  severa l  coun t r i es .  

Development Grant a ss i s t ance  of approximately $117.7 mi l l ion  
i s  proposed f o r  FY 1963 compared to estimated FY 1962 ob l iga t ions  
of about $96.8 mi l l ion .  This somewhat enlarged program r e -  
f l e c t s  the  African na t ions '  increasing capaci ty  to  use a i d  
e f f e c t i v e l y .  The program w i l l  concentrate on the  most urgent 
requircrnents of these  coun t r i es  - improved publ ic  adminis t ra t ion,  
expansion of the educat ional  base,  t r a i n e d  manpower, 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 .  Not only a r e  advances i n  these  a reas  
c r u c i a l  t o  p o l i t i c a l  s t a b i l i t y ,  bu t  they a r e  a l s o  necessary 
pre-conditions f o r  a success fu l  development e f f o r t .  Since i n  
many of these countr ies  a s s i s t a n c e  programs were not i n i t i a t e d  
u n t i l  FY 1961, a g rea te r  f l e x i b i l i t y  i s  required here than 
i n  many.other a reas ;  and we must be prepared t o  expand them 
a s  add i t iona l  requirements a re  accura te ly  i d e n t i f i e d  and 
implementation capaci ty  i s  augmented. 

I n  addi t ion t o  b i l a t e r a l  a s s i s t ance  i n  Afr ica ,  funds a re  pro- 
posed i n  the appropr ia t ion f o r  con t r ibu t ions  t o  I n t e r n a t i o n a l  
Organizations f o r  economic a i d  t o  the  Congo through the  U.N. 
These funds w i l l  be used, i n  conjunction with Food f o r  Peace 
programs and con t r ibu t ions  from other  f r e e  world sources, t o  
meet e s s e n t i a l  import requirements and t o  support  the  U.N. 
Technical Assistance Prograq. 

The loan mechanism has c e r t a i n  advantages. Loans tend t o  minimize 
t h e  s e n s i t i v i t i e s  t h a t  a re  o f t en  experienced i n  a donor-donee 
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The Republic of t h e  Congo i s  t h c  l a r g e s t  African ccuntry south of 
t h e  Sahara and i s  located on t h e  equator i n  the c e n t r a l  p a r t  of 
t h e  cont inent .  It includes most of t h e  Con~o River system basin  
and i s  probably t h e  r i c h e s t  country i n  Africa i n  n a t u r a l  resources 
and economic development po ten t ia l .  However, t h e  Congo i s  s t i l l  
i n  t h e  middle of a long-drawn-out p o l i t i c a l  c r i s i s .  Because of 
t h i s  c r i s i s ,  t h e  United Nations (u.N.) has had t o  provide s izab le  
m i l i t a r y  and c i v i l  a ss i s tance .  Furthermore, add i t iona l  outs ide 
economic h e l p  i s  needed t o  prevent an economic col lapse u n t i l  t h e  
p o l i t i c a l  problems a r e  favorably s e t t l e d .  

The United S t a t e s  i s  d i r e c t l y  and v i t a l l y  in te res ted  i n  t h e  f u t u r e  
of t h i s  l a r g e  and important country because it might e a s i l y  become 
caught up i n  t h e  contentions of t h e  cold war. The pres t ige ,  t h e  
au thor i ty  and t h e  very f u t u r e  of t h e  U.N. i t s e l f  a s  an e f f e c t i v e  
n rgac iza t i sn  fcr peace a r c  a l so  decpljr i n w l v e d  i n  t h e  problems of 
t h e  Congo. Its locat ion,  i t s  s i ze ,  i t s  extensive n a t u r a l  resources 
and development p o t e n t i a l  - a l l  of which point  up t h e  Importance 
of t h i s  land - make it imperative t h a t  t h e  U.N., t h e  United S t a t e s  
and o ther  Free World programs succeed i n  solving these  problems. 

Country Backgroud 

One month a f t e r  independence ( ~ u l ~  1960) t h e  Congolese Army muti- 
nied. This event s t a r t e d  a chain reac t ion  which l e a d  t o  t h e  col-  
l apse  of t h e  p o l i t i c a l  s t ruc tu re  of t h e  country. This r e s u l t e d  i n  
an almost complete breakdown i n  law and order, t h e  withdrawal of 
Katanga from t h e  c e n t r a l  government and t h e  intervent ion of t h e  
Soviet Union i n  support of l e f t  wing elements. These circumstances 
l ead  t h e  c e n t r a l  government t o  ask f o r  U.N. help t o  prevent com- 
p l e t e  anarchy. 

In  t h e  year  and a half  s ince  t h e  U.N. responded, t h e  Congo has made 
considerable progress toward rebuilding i ts  p o l i t i c a l  s t ruc tu re .  
A moderate, broadly based c e n t r z l  government i n  Leopoldville has 
es tab l i shed  i t s e l f  more f i rmly and has taken s teps  against  those 
who had attempted t o  organize an insurrect ion against  it. The 
c e n t r a l  government has made some progress toward a so lu t ion  of t h e  
Katanga secession problem, and it has resumed diplomatic r e l a t i o n s  
with Belgium. Thus, improvements i n  recent  months show t h a t  t h e  
worst of t h e  p o l i t i c a l  c r i s i s  appears t o  have passed and t h a t  t h e r e  
is g r e a t e r  promise of an ul t imate  so lu t ion .  But t h e r e  a r e  s t i l l  
many t h i n g s  t o  be done and improvements t o  be made. The Congolese 
army needs t o  be re t ra ined  while a t  t h e  same time law and order 
must be completely re-es tabl ished throughout the country. 

I n  t h e  meallthe,  economic conditions a r e  s t e a d i l y  growing worse. 
If' t h i s  t rend i s  not stopped and put i n t o  reverse very soon, 
t . h ~ s ~  conditions w i l l  h-ve 9 r l j s p . s t r n ~ j s  -tt-~t n v  +hp ~ n l q + i - l l  I 

s i t u a t i o n .  The p o l i t i c a l  and m i l i t a r y  s i t u a t i o n  has caused a 
d r a s t i c  decl ine i n  production, while unemployment and pr ices  have 
increased rapidly.  Foreign exchange reserves  have reached such 
low points  t h a t  t h e r e  a r e  severe shortages of a l l  imported goods. 
These fac to rs ,  p lus  t h e  breakdown i n  t ranspor ta t ion  and communi- 
cat ions  have r e s u l t e d  i n  a ser ious  f a l l  i n  exports and have made 
t h e  Congo heavi ly  dependent on ou ts ide  a i d  f o r  consumer goods and 
food. Raw mate r ia l s  and producer goods must a l s o  be imported with 
outs ide help so  t h a t  i n t e r n a l  production can be s t a r t e d  again. 

Adequate foreign ass i s tance  t o  t h e  Congo i n  1962, i n  conjunction 
with t h e  improving p o l i t i c a l  s i t u a t i o n  and t h e  basic  wealth of 
t h e  country, couid s p e l l  t h e  dif ference between success and 
f a i l u r e  i n  stemming t h e  adverse economic t i d e ,  and i n  r a i s i n g  
economic a c t i v i t y  again t o  t h e  pre-independence l e v e l .  Fa i lu re  
t o  provide adequate ass i s tance  i n  1962 may well mean t h a t  unem- 
ployment, i n f l a t i o n ,  and d i s s a t i s f a c t i o n  w i l l  over turn t h e  cen- 
tral government and plunge t h e  Congo once again i n t o  chaos and 
violence. 

U.S. Assistance Plans - 

U.S. object ives  i n  t h e  Congo a r e  concerned pr imari ly  with t h e  
strengthening of t h e  p o l i t i c a l  s i t u a t i o n  and t h e  s t a b i l i z a t i o n  
of economic conditions.  It i s  only a f t e r  these  minFmum goals 
have been met t h a t  it w i l l  be possible  t o  work out tenable  long- 
.term economic development plans.  One of t h e  most urgent matters 
i s  t h a t  e s s e n t i a l  import requirements of t h e  country be provided 
f o r ,  preferably through U.S. and o ther  contributions t o  t h e  U.N.,  
o r  through b i l a t e r a l  arrangements which have t h e  approval of t h e  
U.N. Other important U.S. goals a r e  t h e  rapid t r a i n i n g  of 
Congolese personnel i n  public adminis t ra t ion t o  provide qua l i f i ed  
s t a f f  f o r  t h e  Congolese Government, and t h e  building up of a 
v i t a l l y  needed educational system t o  meet t h e  requirements of t h e  
country. Some advance towards these  add i t iona l  goals is  neces- 
sary before  t h e  Congo can en te r  upon a long-range program f o r  
economic development. Such a program may possibly be s t a r t e d  
through an in te rna t iona l  consortium sometime i n  1963. 

The success of t h i s  course c l e a r l y  depends on a broad, coordi- 
nated, p o l i t i c a l  and economic e f f o r t  among the  United S ta tes ,  
o ther  western governments, and t h e  U.N. U.S. pol icy is  t o  work 
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through the  U.N. t o  t he  maximum extent and t o  urge t h a t  other  
assis tance be provided through the  same channel i n  order t o  pre- 
vent subversion under t he  guise of ass i s tance  a c t i v i t i e s .  The 
ro l e  of Belgium i s  pa r t i cu l a r l y  important s ince t h a t  country con- 
t inues t o  provide s ign i f ican t  b i l a t e r a l  ass i s tance  t o  t he  Congo, 
and must be counted on i n  t he  fu ture  f o r  a major share of any 
assis tance t o  a long-range development program. 

Proposed Aid Program f o r  Fi 1963 

The ava i l ab i l i t y  of adequate foreign a id  f o r  imports w i l l  be cru- 
c i a l  i n  calendar year 1962, t he  t r ans i t i ona l  year during which 
new p o l i t i c a l  re lat ionships worked out within t he  Congo should 
lead t o  t he  establishment of an improved balance of payments pat-  
t e rn .  As a r e s u l t  of chaotic in te rna l  conditions and inadequate 
foreign import assis tance,  t he  balance of payments posi t ion has 
deter iorated rapidly - foreign exchange reserves and stocks of 
goods were almost exhausted by t he  end of 1961. Thus, t he  need 
f o r  assis tance t o  t he  Congo w i l l  be considerably greater  i n  1962 
than i n  1961. Of grea tes t  importance i s  t he  provision of a l eve l  
of imports su f f i c i en t  t o  permit recovery of t he  in te rna l  export 
indust'ries. An estimated $125 mil l ion t o  $170 mil l ion may be 
required f o r  t h i s  purpose, depending on conditions. I n  view of 
t he  uncertain amount required, the  U.N. proposes t o  request funds 
i n  installments.  Against t he  po ten t ia l  requirements f o r  1962, 
ex is t ing  programs from ~i 1962 funds w i l l  provide approximately 
$52.3 mil l ion.  Other extraordinary sources, such a s  U.N. troop 
conversions and an European Economic Committee grant,  a r e  l i ke ly  
t o  add another $30 mil l ion t o  Congolese foreign exchange reserves, 
leaving a balance of up t o  $90 mil l ion t o  be covered by new con- 
t r ibu t ions .  Beginning t h i s  year, a l l  in te rna t iona l  organization 
funds provided by the  United S ta tes  t o  t he  U.N. f o r  t he  financing 
of imports i n to  t he  Congo a r e  t i e d  t o  t he  procurement of U.S. 
comodi t ies .  

For FY 1963, a b i l a t e r a l  development grant technical  assis tance 
program i s  proposed t o  supplement t he  U.N. and Belgian programs. 
This program w i l l  be concentrated i n  t he  f i e l d  of education t o  
help fill t h e  gap i n  governmental administration and managerial 
personnel and t o  help es tab l i sh  an educational system geared t o  
t he  fu ture  needs of t he  Congo. In FY 1962, 102 Congolese o f f i -  
c i a l s  and s tudents  i n  t he  areas  of government administration, 
t ranspor ta t ion  and communications a r e  par t ic ipa t ing  i n  various 
t ra in ing  programs i n  t he  United S ta tes  and i n  Europe. The United 
S ta tes  i s  contributing t o  t he  foreign exchange costs of a perma- 
nent building t o  house t he  National School of Law and Administra- 
t i o n  and t h e  Agency f o r  Internat ional  Development (AID) plans t o  

send some of NSLA's outstanding students f o r  addi t ional  U.S. 
t ra in ing  in FYS 1962 and 1963. 

An overhauling of t he  educational system t o  gear it t o  t he  needs 
of t he  newly independent country i s  an indispensable condition 
f o r  any progress i n  t he  Congo. Before independence almost no 
provision was made f o r  secondary education of t he  Congolese and 
nearly a l l  teachers were foreigners .  Therefore, t he  immediate 
problems are  t o  t r a i n  rapidly Congolese teachers and t o  a s s i s t  
i n  t he  organization of addi t ional  secondary and advanced t r a in -  
i n g  ins t i tu t ions .  During FY 1962, 70 Congolese students and 
o f f i c i a l s  a r e  being t ra ined  i n  education, administration, agr i -  
cul ture  and fores t ry ,  with an addi t ional  number proposed f o r  
1963. I n  both f i s c a l  years, summer scholarships i n  the  United 
S ta tes  a r e  t o  be provided f o r  30 students of Louvanium University 
where 400 scholarships were awarded under t he  regional education 
grants project  t h i s  year. Other education a c t i v i t i e s  include 
support of t he  National Pedeglogical I n s t i t u t e ,  and t he  conduct of 
an English language t ra in ing  program which w i l l  lead t o  t he  
establishment of a teaching program i n  Congolese schools. The 
Congo Polytechnic I n s t i t u t e  under a two-year contract with AID 
i s  establishing four  agr icu l tura l  secondary schools. 

Accomplishments 

AID program accomplishments i n  the  Congo must be viewed i n  t he  
l i g h t  of the protracted p o l i t i c a l  c r i s i s  in to  which U.S. economic 
assis tance was injected.  This assis tance,  begun i n  t he  autumn of 
1960, has played a key ro l e  i n  supporting U.N. a c t i v i t y  and i n  
providing a minimum amount of extra  resources needed t o  help 
avoid economic and p o l i t i c a l  chaos. 

The development grant project  program, s t i l l  i n  i ts  ear ly  stages, 
has moved from a large-scale  t ra in ing  e f fo r t  t o  a s s i s t  i n  f i l l i n g  
the  manpower vacuum caused by t he  departure of t he  Belgians t o  a 
concerted e f fo r t  aimed a t  providing education f o r  administrative 
and managerial manpower and long-range support of t he  educational 
system. The two-year-old National School of Law and Administra- 
t ion ,  which AID i s  supporting i n  conjunction with t he  Congolese 
Government, t he  U.N. and t he  Ford Foundation, has rapidly 
increased i t s  student body and has received an enthusiast ic  
response. An intensive supplementary t ra in ing  program i s  now 
being carr ied on, i n  addi t ion t o  t he  regular curriculum, t o  meet 
t he  needs of incumbent government employees. In addition, a 
l a rge  group of fu ture  teacl?ers and administrators now i n  t r a in -  
ing a t  U.S. un ivers i t i es  w i l l  r e turn  t o  t he  Congo t h i s  summer. 
The Congo Polytechnic I n s t i t u t e  has made subs tan t ia l  progress i n  
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s t a r t i ng  on-s i te  work f o r  building three of i t s  f i v e  agr icu l tura l  
secondary schools. The demand f o r  intensive English t raining i s  
su great  t h a t  tine program I s  being expanded to provide more f a c i l -  
i t i e s  fo r  both intensive supplementary training and fo r  establish- 
ing teacher t raining programs i n  the  school system. Development bans..................... 

Development Grants................... 
(T.c. p r ior  to FY 1961) 

Supporting Assistance................ 
(DS/SA p r io r  t o  FY 1961). 

Other HSP Ecommic................... 

FOOD FOR PEACE (P.L. 480) 
Ti t l e  I, Country Uses................ ................. (Sales Agreements) 
T i t l e  II.........,...........*.. ....* 
Ti t l e  III............................ 
T i t l e  ............................... 

FY 
1962 

- -- 

Obligations and Cod tmen t  a 
(millions of do l la r8  h dol la r  equiv.) ---- 

EX-IM BANK LONGTERM LOANS............. 

MILITARY ASSISTANCE (Programs] 
M.A.P. - Grant Aid.............*..... ........... . M.A.P. Credit  Assistance ..... Non-M.A.P. Mil i tary Assistance.. 

FY 
1960-1961 

ASSISTANCE FROM INTlL AGENCIES 
IBRD (world ~ank )  .................. 
UN Tech.Asst.-CY ending i n  FY. . . . . . .  
Eur . Econ . Community Develop. Fund. .... 

F'Y 
1961 

OTHER FREE WORLD ASSISTANCE 
Belgian ............................. 
Other Free World t o  

............. UN Operations - Congo. 

SINO-SOVIET BLOC ASSISTANCE. .......... 
U.S. DOLLAR LOAN REPAYME!NTS. .......... 

4 Ekcludes $64.9 mil l ion through U.N. i n  FX 1961 and $53.3 
million i n  FY 1962 included i n  Non-Regional. 
Data c lass i f ied .  

* Less than $50,000. 
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With ahnut 36 m i l  1 inn p ~ n p l c  n r  one-s ixth  of the p n p i ~ h t i n n  of 
Africa,  Nigeria has t h e  l a r g e s t  development po ten t ia l  i n  Tropical 
Afr ica  and i s  gradually assuming a leadership r o l e  among African 
s t a t e s .  I t s  resources a r e  subs tan t ia l ;  i t s  people a r e  industr ious  
and vigorously pressing f o r  economic and s o c i a l  progress.  I t s  
responsible  and competent leadership i s  wel l  disposed toward t h e  
West and i s  seeking t o  maintain an i n t e r n a l  environment conducive 
t o  ind iv idua l  i n i t i a t i v e  and pr iva te  enterpr ise .  

Nigeria presents  an excel lent  opportunity f o r  the  United S t a t e s  
t o  demonstrate t o  t h e  newly independellt African nat ions  t h a t  t h e  
b e s t  way t o  achieve t h e i r  economic and p o l i t i c a l  a sp i ra t ions  l i e s  
i n  democratic i n s t i t u t i o n s  and cooperation with t h e  Free World. 
With U.S. and other  western ass is tance,  Nigeria may achieve s e l f -  
sus ta in ing  growth within  a r e l a t i v e l y  s h o r t  time. Therefore t h e  
Agency f o r  IT.ter,natio?fil De\relopm_ent (b) has s e l n ~ t e d  ?!igeria 
f o r  an advance commitment of $225 mi l l ion  toward t h e  implementa- 
t i o n  of i t s  f i r s t  post-independence development plan.  

Country Background 

Nigeria 's  development i s  s t i l l  a t  a low l e v e l  i n  terms of in te r -  
na t iona l  s tandards .  Eighty percent of t h e  population i s  i l l i t e r -  
a t e ;  t h e  m o r t a l i t y  r a t e  among chi ldren under f ive  i s  509; annual 
p e r  c a p i t a  gross na t iona l  product (GNP) i s  only $90, while average 
personal  income i s  much l e s s .  With so  low a l eve l  of income, it 
i s  d i f f i c u l t  t o  devote much of t h e  GNP t o  investment i n  physical  
and human resources.  

Nevertheless, t h e  performance of t h e  Nigerian economy j u s t i f i e s  
optimism over i t s  prospects.  A l l  major economic sec to rs  have 
shown impressive growth s ince and before  World War 11, with r i s -  
ing investment and saving r a t i o s ,  r ap id  use  of a money economy 
and an increasing GNP. Production i n  r e a l  terms was 459 higher 
i n  1960 than  i n  1950. 

Nigeria 's  development goals a r e  es tabl ished i n  a na t iona l  devel- 
opment plan scheduled t o  begin Apr i l  1, 1962 which i s  now before 
t h e  Nigerian Parliament and t h e  regional  l e g i s l a t u r e s .  The plan 
proposes an  investment r a t e  of 1 5 s  of GNP, and an annual GNP r i s e  
of 4-4-1129, o r  about 2.59 per  cap i ta .  Announced p r i o r i t y  areas  
a r e  profess ional  and technical  education, agr icu l tu re ,  and indus- 
t r y .  Domestic savings (government and p r i v a t e )  a r e  estimated a t  
$1.6 b i l l i o n ,  over half  of t h e  gross investment, s e t  a t  $2.8 b i l -  
l i o n .  

Nigeria 's  planners have a c l e a r  conccption of t h e  c r l t i c a l  impor- 
tance of economic r e t u r n  in se lec t ing  projects .  Nigeria 's  p o l i t -  
i c a l  leaders  wel l  understand and employ t h i s  and other  p r i n c i ~ l e s  
of development planning and resource a l loca t ion .  They appreciate  
t h e  s t r a t e g i c  r o l e  of p r i v a t e  investment, domestic and foreign, 
operating i n  a market-oriented, open economy. 

The U.S. country team and two s p e c i a l  U.S. economic missions have 
s tudied t h e  Nigerian economy and processes c losely  and have con- 
cluded t h a t  t h e  plan i s  a good one, espec ia l ly  i n  development 
s t r a t e g y  and pol icy.  The I n t e r n a t i o n a l  Bank f o r  Reconstruction 
and Development (IBRD) has a l s o  recen t ly  completed an intensive 
s tudy of t h e  Nigerian economy with a very favorable  estimate of 
i t s  development p o t e n t i a l .  

?:igerials economic development iiiltll recent iy  has been s e l f -  
financed by i t s  own e f f o r t s  through export earnings, savings,  
and domestic revenues, along with s u b s t a n t i a l  fo re ign  pr iva te  
investment. However, i n  recent  years Nigeria has d r a m  down i t s  
reserves  s i g n i f i c a n t l y ,  l a r g e l y  t o  support a rapid increase i n  
domestic investment. Maintenance of t h i s  investment r a t e  now 
requ i res  foreign a i d  i n  addi t ion t o  export earnings, savings, 
and i n t e r n a l  revenue. 

Although Nigeria has not y e t  received Sino-Soviet c a p i t a l  a id ,  
a t  l e a s t  30 Nigerian students a r e  studying i n  t h e  USSR under 
Soviet  Government scholarships,  and Czechoslovakia extended eco- 
nomic a i d  c r e d i t  of $10-20 mil l ion i n  ea r ly  1962. 

U.S. Assistance Plans 

The bas ic  U.S. object ive i n  Nigeria i s  t h e  development of a strong, 
uni ted,  independent na t ion  which w i l l  s tand a s  an example f o r  
other  African s t a t e s  and exercise  a healthy inf luence on t h e i r  
p o l i c i e s .  The primary areas  t o  which t h e  U.S. program should be 
d i rec ted  include t h e  strengthening of Nigerian uni ty  and demo- 
c r a t i c  i n s t i t u t i o n s ;  t h e  advancement of Niger ia ' s  economic and 
s o c i a l  development, t h e  promotion of an  understanding of t h e  com- 
p a t i b i l i t y  of Nigeria's a sp i ra t ions  with  Free World object ives  
and t h e  inherent t h r e a t  t o  independence i n  world communism; and 
t h e  creat ion of c lose r  and wider r e l a t i o n s  with t h e  Nigerian peo- 
p le .  

By means of a long-term a i d  re la t ionsh ip ,  t h e  United S t a t e s  can 
encourage and a s s i s t  t h e  Nigerian Government t o  maintain a f r e e  
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and open economy and t o  adopt and carry out po l ic ies  which w i l l  
permit t he  most e f fec t ive  u t i l i z a t i o n  of Nigeria's human and mate- 
r i a l  resources. Thus the basic  i n t en t  of U.S. assis tance i s  t o  
support Nigeria's development plan. 

The plan requires  approximately $900 mil l ion i n  foreign a s s i s t -  
ance over i t s  projected span. The United S t a t e s  has indicated 
t h a t  it would provide $225 million; an addi t iona l  contribution 
may be considered when fur ther  information on the  plan and on con- 
t r ibu t ions  by other nations is  avai lable .  Western ass i s tance  
e f fo r t s  w i l l  be coordinated under an IBRDled consortium o r  con- 
s u l t i v e  group which t he  Nigerian Government has requested. 

Other c o l l a t e r a l  U.S. act ions which can a s s i s t  i n  achieving U.S. 
policy object ives  i n  Nigeria involve informational a c t i v i t i e s  of 
t he  United S t a t e s  Information Service (=IS), S t a t e  Department 
education and cu l t u r a l  programs, and support f o r  Nigerian par t ic i -  
pa t ion  i n  in te rna t iona l  organizations. 

Proposed A I D  Program f o r  F'Y 1963 

The proposed U. S . ass i s tance  program i s  concentrated under devel- 
opment loans and development grants ,  supplemented by Food f o r  
Peace a c t i v i t i e s ,  several  FXport-Import ( E x - 1 m )  Bank loans and 
t h e  Peace Corps. 

The development grant  program increased from $1.9 mil l ion i n  1960 
t o  $20 mi l l ion  i n  1962. This program provides ass i s tance  f o r  t he  
necessary s k i l l s ,  t ra in ing  and demonstration equipment i n  t he  
educational, ag r i cu l t u r a l  and manufacturing sectors .  

The f i r s t  p r i o r i t y  of t he  A I D  program i s  t o  contribute t o  the  goal 
of t he  Nigerian development plan t o  develop by 1972 a t o t a l  of 
85,000 professional ly and technical ly  t ra ined  Nigerians as t he  
minimum t o  meet e s sen t i a l  manpower needs. Under t he  A I D  program, 
seven American univers i t i es  - Harvard, University of California 
a t  b s  Angeles, Michigan State ,  Ohio University, Western Michigan 
University, Indiana University and Pi t tsburgh University - a r e  
implementing educational i n s t i t u t i on  development contracts i n  
Nigeria. 

A second goal  is t o  increase production of ag r i cu l t u r a l  commodi- 
t i e s  by 454 over 10 years.  The A I D  ag r i cu l t u r a l  program i s  con- 
centrated on developing new crops, introducing new methods, and 
improving and opening up new lands. Attent ion is  a l s o  directed 
a t  two r e l a t ed  fac tors ,  upgrading ag r i cu l t u r a l  management and 
strengthening r u r a l  i n s t i t u t i ons  which support production. 

The goal  for  t he  manufacturing sec tor  i s  a doubling of net in- 
d u s t r i a l  output i n  each of t he  next two five-year periods. 
Act ivi ty  in  t h i s  sec tor  s t a r t ed  i n  Fi 1961. A I D  i s  helping t o  
e s t ab l i sh  and s t a f f  i ndus t r i a l  development centers i n  each of t he  
th ree  regions of Nigeria and t o  i n s t i t u t e  and organize planning, 
f ea s ib i l i t y ,  and marketing services  i n  t he  federa l  government. 
The development centers w i l l  provide advisory and t ra in ing  serv- 
i c e s  f o r  small and medium-sized entrepreneurs and w i l l  a s s i s t  
them with t h e i r  product, production, marketing, administrative 
and f inanc ia l  problems. S ta f f ing  f o r  thes.e i n s t i t u t i ons  i s  being 
provided under an A I D  contract with Arthur D. L i t t l e ,  Inc., of 
Cambridge, k s sachuse t t s  . 
The A I D  program i n  t he  gwernment sec tor  seeks t o  upgrade i n  t he  
next f i v e  years t he  qua l i f ica t ions  of 5,000 Nigerian public serv- 
an ts  i n  senior and intermediate posi t ions.  This i s  t o  be accom- 
plished through the  cooperative establishment of th ree  advanced 
public administration i n s t i t u t i ons ,  through in-service and coun- 
t e rpa r t  programs, and through par t ic ipant  t ra in ing  programs. 

The economic policy and planning goal i s  t o  bui ld up a Nigerian 
gwernment organization by 1967 which can p r w i d e  basic  data and 
analyses t o  perform the  planning functions without dependence on 
outside help, and t o  complete by 1967 de ta i led  s tudies  of primary 
sec tors  as a basis  f o r  ac t ion  programs during t he  succeeding 
five-year period. This goal i s  being pursued through the  provi- 
s ion of advisory personnel t o  relevant  minis tr ies  of the  Nigerian 
Government. 

Development loans, with domestic resources and other sources of 
finance, are  intended t o  achieve a t o t a l  gross investment r a t e  
exceeding 154 of GNP and a t o t a l  gross investment f o r  t he  five- 
year plan of $2.8 b i l l i o n .  

A $3.1 million loan has been made t o  re-lay ra i l road  t rack i n  t he  
Northern Region. A loan i s  now i n  process f o r  $19 mil l ion f o r  
t he  supply and i n s t a l l a t i on  of telecommunications equipment t o  
improve and extend public telephone and telegraph service.  

Projects  for  which la rge  loans may be considered a r e  construction 
of the  Niger Dam i n  conjunction with t he  IBRD and assis tance i n  
t h e  establishment of Nigeria's f i r s t  s t e e l  m i l l .  Other loan 
prospects include road projects ,  a development bank, a f ish-  
processing center, educational construction, expansion of rubber 
and timber production f a c i l i t i e s ,  and ra i l road  improvement. 
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The 1nnpt.t-nn commitment made hv the  TJnited States i n  l a t e  1961 
helped Nigerian planners t o  persuade t h e i r  government t o  continue 
i t s  subs tan t ia l  contribution toward development a c t i v i t i e s ,  con- 
s ider  addi t iona l  means of ra i s ing  domestic revenue, and maintain 
i t s  record of soc i a l  progress. 

U.S. influence was important i n  encouraging the Nigerian Covern- 
ment t o  attempt t o  increase i t s  a id  from other Free World sources. 
Consequently, t he  Nigerians asked the  IBRD t o  organize a consul- 
t a t i v e  group f o r  a id  t o  Nigeria. The IBRD has responded favor- 
ably. Moreover, a id  sharing arrangements on individual projects  
have been worked out with t he  United Nations and pr iva te  founda- 
t ions. 

U.S. assis tance t o  Nigeria i s  already having an impact through 
projects  i n  the  human resources area. Such projects include the  
land-grant type university focusing on the  needs of the  en t i r e  
community, teacher-training ins t i tu t ions ,  demonstration compre- 
hensive high schools and technical  education beginning i n  the  
primary grades. The Peace Corps program, which concentrates on 
furnishing secondary school teachers, i s  contributing t o  t h i s  
goal, and i s  complementary t o  AID a c t i v i t i e s .  

Five ag r i cu l tu ra l  research and extension s tat ions have been estab- 
l ished t o  bring modern farm methods and range pract ices  t o  the  
r u r a l  areas.  Programs i n  agr icu l tura l  credi t ,  l ivestock, and 
poultry have been in i t i a t ed .  

Carefully selected sector  and project  f ea s ib i l i t y  s tudies  have 
been undertaken within the framework of t he  plan. Five American 
economists furnished by the  Ford Foundation are working i n  the 
nat ional  planning of f ice  on the  federal  l eve l  and an economic 
planner from India supplied from the  IBRD i s  serving a s  economic 
advisor t o  the Prime Minister. 

AGENCY FOR INT'L DEVELOPHEIW - TOTAL.. 

Obligations and Commitments 
(millions of do l l a r s  & dollar  equiv.) 

Development bans.................... 
Development Grants................... 

(T.c. pr ior  to FY 1961) 
Supporting Assistance................ 

(DS/SA pr ior  t o  FY 1961). 
Other MSP Ecommic................... 

FOOD FOR PEACE (POL. 480) 
n t l e  I, Count= Uses................ 

(Sales ~greements) ................. 

FY 
1954-1961 

T i t l e  IV............................. 

EX-IM BANK LONGTERM LOANS............. 

FY 
1961 

MILITARY ASSISTANCE (~ronramsl  
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance. .......... 
Non-M.A.P. Military Assistance....... 

FY 
1962 
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IEiRD (world Ehnk). ................... 
UN Tech. Assist.-CY ending i n  FY..... 
UN Special Fund. ..................... 

OTHER FREE WORLD ASSISTANCE 
United Kingdom.. ..................... 
West Germany. ........................ 
France.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Israel. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SIIYGSOVIF3 BLOC ASSISTANCE. ........... 
U. S. DOLLAR LOAN REPAYMENTS 

lvpjP and PL 480 ....................... 
Ekport-Import Ehnk................... 
Other Government..................... 

July-Dec. 1961 
* k s s  than $50,000 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit  KIGERIA (u,,,,, A R E A S  

LREA & POPULATION 

Area ................ 1000 sq.mi. 357 xxx 

Population (1961) ... 
Annual Growth ..... 
Density per  sq.mi. 

LGRICULTURAL LAND 

..... $ of Total  Area 

Per Capita .......... 

? O W  PER CAPITA ...... 

DUCAT I O N  

Li te racy  Rate ....... 
Pupils  a s  $ of Pop. 

(Prim. & Sec. )  ..... 
Pupils  p e r  Teacher 

(Prim. only) ....... 

BE23 

Li fe  Expectancy ..... 
People per Doctor ... 

M i l .  

$ 

No. 

$ 

Acres 

K W E I / Y ~  

$ 

$ 

No. 

Yrs. 

GRCGS NATIONAL PRODUCT * ............... Tota l  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

..... AGRICULTURAL PRODUCTION INDEX - T6AL.. ......................... Index Per Capita ....................... Sorghum and m i l l e t  

PETi3OLEUFI PRODUCrION (Exports) ............. 
COST OF LIVING INDEX (Lagos). ................ 
FOREIGN TRADE ................... Tota l  Exports ( f  .o.b. ) 

Palm kernels  and o i l  ................... ................... Total  Imports (c. i . f .  ) 
....................... Trade Balance 

Trade with United S t a t e s  (U .S .  d a t a ) :  

Exports t o  U.S. (f .o.b. ) ............ 
Imports from U.S. ( f  .o.b. ) .......... 

Trade Balance .................. 
a ...... GOLD & FOREIGN EXCHANGE (end o f  year) 

$ Millions 2,982 
Dollars  87 
Percent 12.8 

Calendar Years 

$ Millions 458 
I! 111 

$ Millions 18  

1961 Es t .  

3,210 
90 

lh.8 

n.a. 
n.a. 
n.a. 

2,000 

140 

h 80 
n.a. 
62 5 -m 

35 
4 1  
-6 

b32 (Jd 
- Million Dollar Equivalents - 

b 
CENTRAL GOVERNMENT FINANCES* FY ending March 31  1960 1961' -- 

Tota l  Expenditures ................................ 370 438 
(Defense Expenditures) ....................... (13) (18) 

............................ (Capital Outlays) (152) (183) 

Domestic Revenues ................................. 2 77 333 

Budget Receipts from Non-U.S. Foreign Aid ......... 25 ? 9 

Budget Receipts from U.S. Aid  rants Rc ~ o a n s )  .... -- -- 
Remaining Def i c i t  ( - )  o r  Surplus (+) .............. -68 -66 

* - Converted a t  $2.80 per Nigerian pound. 
a - S t e r l i n g  a s se t s .  
b - Consolidated t ransac t ions  of t he  Central  and Regional governments. 
c - Revised budget estimate. 
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Tanganyilca became independent i n  December 1961, following adminis- 
t r a t i o n  as  a Brit-ish Trusteeship s ince World War I .  This l a r g e ,  
sparse ly  s e t t l e d  Kast African coun.Lry of 5 .4  million people - .. , . .. . . . - ., 
G'L~L.; b . '2- u PULL U . t . L L A L  
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f u l  achievement i n  ecoilomic development. 

The s1:;:cess o r  f a i l u r e  ol' economic development in  Tanganyika a f t e r  
j-ndepenaence i.s important t o  the  achievement of peaceful p o l i t i c a l  
and economic progress i n  East Af'rica. Former Prime Minister 
J u l i u s  Nyerere, an as tu te  and popular l eader  with influence 
throughout Africa,  has taken i n s p i r a t  j on f'rnrn western i n s t i t u t i o n s  
and has c a l l e d  f o r  moderation i n  deal ing with the "expatr ia te"  
problejn. Consequently, the  s tab le ,  responsible development of 
Tanganyika, which i s  wel l -qual i f ied t o  meet the  se l r -he lp  c r i t e r i o n  
of U .  " a i d  object jves ,  i s  psychologically important. 

Country Background 

Despite an annual increase of approximately 446 in  t o t a l  output 
from 1954 t h r u  1960, the  standard of l i v i n g  and development of the  
Tanganyikan economy remains extremely low. Divided i n t o  over 120 
t r i b e s ,  t h e  people a r e  widely sca t t e red  and lack cohesiveness of 
thought o r  ac t ion .  A $56 per  c a p i t a  Gross National Product (GNP) 
and a 5-1& l i t e r a c y  r a t e  a r e  among the  lowest in  Africa.  Trans- 
por ta t ion  and communication f a c i l i t i e s  need t o  be improved. Only 
about 60% of goods and services  produced e n t e r  the monetary 
economy, although the  long-term outlook f o r  agr icu l tu ra l  d,:velop- 
ment i s  good. 

I n  March 1961 the National Assembly approved a three-year publ ic  
sec to r  Development Plan, which c a l l s  f o r  annual expenditures of 
about $22 mi l l ion .  The plan con( m t r a t e s  on economic p ro jec t s  

. ca lcu la ted  t o  y i e l d  the  q u i c k e s ~  drid highest returns and a l s o  
provides f o r  t h e  expansion of f a c i l i t i e s  f o r  human resources 
t r a i n i n g .  

It had been believed t h a t  t h e  funds committed by t h e  United S ta tes ,  
the  United Kingdom and West Germany, together  with an t ic ipa ted  
i n t e r n a l  resources,  would be s u f f i c i e n t  t o  i n i t i a t e  the  plan.  
However, publ ic  expenditures were increased and government revenues 
were se r ious ly  reduced as  a r e s u l t  oT prolonged drought followed 
by f loods.  The World Bank i s  considericg a loan app l ica t ion  which, 
i f  approved, w i l l  a s s i s t  i n  bri'dging the  resu l t ing  gap. 

Althowh Tanganyika has access t o  t h e  s t e r l i n g  pool f o r  foreign 
exchange of t h e  East Africa Currency Board, the  government i s  
l imited i n  what it can do t o  r a i s e  l o c a l  currency f o r  development 

purposes. However, M r .  Nyerere and key minis ters  have taken a 
responsible a t t i t u d e  toward s e l f - h e l p  measures f o r  the  mobiliza- 
t i o n  of the  country 's  scarce resources and a r e  producing a i'avor- 
a u e  clmitl-ce l o r  aeveiopment. These e l l o r t s ,  and a continuing 
e i ' f i c ien t  c i v i l  service ,  should l ead  to the  implementation of the  
plan and a 4-5% annual growth r a t e  over the  next few years .  

U.S. Assistance Plans 

The long-term goal of the  Agency f o r  In te rna t iona l  Development 
(AID) prosram i n  T-nganyika i s  t h e  maintenance of a s t rong,  non- 
r a c i a l  government. This w i l l  r equ i re  Tanganyika's continued 
re l i ance  on the  West as  the  primary source of economic ass i s tance ,  
f o r  manpower t r a i n i n g  and guidance i n  the  evolut ion of govern- 
mental and socj a 1  i n s t i t u t i  ons. 

Short-term object ives  a re  the  f inancing of sound development 
p ro jec t s  under the plan, cont inuat ion of the  e x i s t i n g  educational 
and economic associat ions  through reg iona l  a c t i v i t i e s ,  and f u t u r e  
in tegra t ion  o i  development plans .  

To a s s i s t  Tanganyika i n  meeting these goals,  t h e  United S t a t e s  
made a $10 mi l l ion  development loan commitment i n  December 1961. 
Of t h i s  commitment, up t o  $5 mi l l ion  may be obl igated f o r  s p e c i f i c  
loans i n  f i s c a l  yeer 1352 and t h e  remainder i n  f i s c a l  year 1963. 
To br ing  about a more comprehensive development of the  economy 
than i s  possible  under the  o r i g i n a l  minimum development plan, an 
expansion i n  t h e  number of p ro jec t s  and a c lose r  assessment of 
pro:, 1 t costs  w i l l  require  add i t iona l  commitments. I f  s u i t a b l e  
cayi7,al p ro jec t s  a r e  developed t o  meet these  add i t iona l  require-  
ments, AID may make loans i n  excess of i t s  current  commitment a s  
p e r t  of t h e  FY 1963 program. Development grants  t o  complement 
and support t h e  p l a n ' s  ob jec t ives  w i l l  be provided i n  the  key 
sec to rs  of agr lcu l tu re ,  education, community development, govern- 
w a t a l  management, small  industry  development and f o r  se lec ted  
~ e a s i b i l i t y  surveys. 

I n  addi t ion t o  an $11.2 mi l l ion  loan commitment, the  United 
Kingdorr. has provided grant ass i s tance  of $24.5 mil l ion and has 
a l s o  agreed t o  provide other  budgetary a i d  and scholarships i n  
Englond. Other ex te rna l  ass i s tance  t o  Tanganyika includes an $8.7 mil l ion 
loan commitment from West Germany, the  provis ion of exper ts  by 
U . N .  agencies, and an In te rna t iona l  Finance Corporation loan  t o  
promote sugar cane production and processing. The In te rna t iona l  
Development Association i s  considering a road construct jon loan.  



Proposed A I D  Program f o r  FY 1963 

The three-year  development plan, based on a World Bank survey, 
concentrates on agr icu l tu re ,  with an emphasis on personnel t r a i n -  
ing; secondary education through school construction, teacher  
t r a i n i n g  and vocational ed-ucation; communications and market access 
roads. 

The major p a r t  of t h e  U.S program i s  the  long-term commitment t o  
he lp  meet t h e  object ives  of t h e  development plan.  During 1963, 
A I D  w i l l  negot ia te  loans f o r  the  unused port jon of t h i s  commitment 
and may a s s i s t  add i t iona l  c a p i t a l  p ro jec t s  e s s e n t i a l  f o r  a 
comprehensive expansion of the  plan.  The major i ty  of such loans 
would be made f o r  foreign exchange and l o c a l  cos t s  of s p e c i f i c  
p r o j e c t s .  

Development grants  w i l l  c o n t ~ n u e  ass i s tance  i n  operating and s t a f f -  
ing an a g r i c u l t u r a l  col lege,  advis ing on a g r i c u l t u r a l  extension 
and t r a i n i n g ,  and providing spec ja l i zed  a g r i c u l t u r a l  t r a i n i n g  
abroad. A I D  w i l l  concentrate education grant  ass i s tance  on teacher  
t r a i n i n g  by continuing American techn ica l  d i r e c t i o n  o r  an I n s t i t u t e  
of Education t o  improve the i n s t r u c t i o n  of the  3,500 teachers  i n  
t r a i n i n g  between 1962 and 1965. An East Afr ica  regional a c t i v i t y  
w i l l  contjnue t o  explore ways t o  speed up the  t r a i n i n g  of secondary 
teachers .  

Assistance toward Afr icanizat ion o i  adminis t ra t ive  and executive 
pos t s  w i l l  continue through a t r a i n i n g  program f o r  over 100 
o f f i c e r s  annually.  A I D  w i l l  a s s i s t  t h e  government t o  expand and 
improve i t s  community development e f f o r t s  through t h e  t r a i n i n g  of 
up t o  300 governmental and r u r a l  s t a f f  over a two-year period and 
through a v i l l a g e  l eader  t r a i n i n g  program t o  encourage l o c a l  
i n i t i a t i v e  i n  promoting r u r a l  development. k pro jec t  may be under- 
taken t o  promote small indus t r i es  development by a s s i s t i n g  i n  
s t a f f i n g  an i n d u s t r i a l  promotion and development sect ion i n  t h e  
Minis t ry  of Cormnerce and Industry.  

As p a r t  of t h e  1962 Food f o r  Peace program t o  a l l e v i a t e  famine, 
10,000 tons  of corn and 500 tons  of milk w i l l  be delievered t o  

provjde needed d i e t a r y  requirements u n t i l  crops can be harvested 
following t h e  drought. A P.L. 480, Section 202, program i s  
e x p e c t e d t o  provide 15,000 tons  of corn and o ther  commodities 
f o r  a g r i c u l t u r a l  reset t lement  and urban renewal a c t i v i t i e s .  

Accomplishments 

In recognition of Tanganyika's importance a s  the  f i r s t  East 
African t e r r i t o r y  t o  become independent, A I D  es tab l i shed  an 
independent country mission i n  Dar e s  Salaam i n  1962. The s t a f f  
has been increased t o  provide more t r a i n e d  personnel t o  work 
with t h e  goverrunent i n  carrying out the  p a r t  of i t s  three-year  
plan with which the  United S t a t e s  i s  associated.  The new A I D  
c r i t e r i a  were appl ied i n  providing the  f i r s t  long-term commitment 
i n  support of a development plan a s  authorized by t h e  Act of I 
In te rna t iona l  Developuent. Assistance t o  t h e  plan has been made 
avai lable  i n  concert  with o t h e r  Free World nations,  and o ther  
a c t i v i t i e s  a r e  shared and coordinated with U.S. p r iva te  groups. 

The d i s t r i b u t i o n  of corn a s  payment f o r  work has made 
possible  t h e  completion i n  one year of a three-year  program of 
small public works p roJec t s ,  including roads, dikes and water 
spreading. Imports of corn and milk have saved t h e  l i v e s  of 
many farm famil ies  suf fe r ing  from severe drought. 

The provision of over 70 American secondary school teachers  
under a regionally funded pro jec t  has made it possible  t o  keep 
many Tanganyikan secondary schools open and t o  provide pore 
e f fec t ive  i n s t r u c t i o n  i n  o thers .  Under t h i s  program, more 
ALricans have been able  t o  move i n t o  responsible adminis t ra t ive  
posts  without reducing- t h e  c a l i b r e  o r  volume of secondary 
education ins t ruc t ion .  

A road mater ia ls  t e s t i n g  adviser  has helped improve mater ia ls  
l abora to r ies  and methods of e a r t h  s t a b i l i z a t i o n ,  thus  contr ibut-  
ing t o  progress i n  feeder-road loca t ion  and road construct ion.  
Peace Corps volunteers a r e  engaged i n  important road engineering 
works t o  improve Tanganyika's poor communications system and 
r e p a i r  the severa l  roads damaged by recent  floods. 



Country: TANGANYIKA BASIC ECONOM~C DATA 

Area: 362,000 sq. m i .  
Capital: Dar es Salaam 

- 

+ - Converted a t  $7.80 per pound. 

5 g a  
- Excludes trade with other Bri t i sh  

POPULATICN 

Total Population (1961) ......... 
Annual Growth ................... 
Density per sq. m i .  ............. 

AGRICULTURAL LAND 

................. Percent of Area 

...................... Per Capita 

CNP AND POWEil 

Total Gross National product* ... 
GNP per capita* ................. 
Electric Pouer per Capita ....... 

EDUCATION 

........................ Literacy 

....... Pupils as % of Population 
(Primary and Secondary) 

.... Pupils per Teacher (primary). 

HEACTH - ............... People per Doctor 

............... Daily Food Intake 

TOTAL TRADE (1961 Est. la 
................ w o r t s  ( f  .o.b. ) 

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

Main Exports as  % of Total Exports 

.......................... S i s a l  

........................ Cotton 

Coffee ............,,.......... 

Millions 

Percent 

Number 

Percent 

Acres 

£i Millions 

Dollars 

WH per Y r  

Percent 

II 

Number 

Number 

Calories 

6 Millions 

11 

I! 

Percent 

11 

I1 

TANGAN- 
YIKh 

AVERAGE 
( U n d e v .  

A r r a s !  

kst African Terr i tor ies .  



FINANCIAL DATA 
C0~ntr)rt  TI JGiOIYIKA 

Obl igat ions  and C o d t m e n t s  FY FY 
( m i l l i o n s  of d o l l a r s  & d o l l a r  equiv.) 1 1 5 - 1 1  1 1 1  1 1962 

AGENCY FOR INT'L DEVELOPMENT - TOTAL... 

Development Loans.................... 
Development Grants................... 

(T.C. p r i o r  to FY 1961) .............. Supporting Assistance.. 
(DS/SA p r i o r  t o  FY 1961) 

Other MSP Economic................... 

FOOD FOR PEACE (P.L. LBO1 .............. T i t l e  I, Country Uses.. 
( S a l e s  ~ ~ r e e r n e n t  s )  ................. 

T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

EX-PI BANK LONGTERM LOANS............. 

MILITARY ASSISTANCE (pro prams) 
M.A.P. - Grant Aid................... 
M.A.P. - Credi t  Assistance........... 
Non-M.A.P. Mi l i t a ry  Assistance.. ..... 

ASSISTANCE FROM INT'L AGENCIES 
. . . . . . . . . . . . . . . . . . .  IBRD (World ~ a n k )  

. . . . . . . . . . . . . .  I n t e r n a t l .  Finance Co rp 
UN Tech.1lsst. -CY ending i n  FY ....... 

OTHER FFGii: KORLD i2SSISTANCE 
United Kingdom . . . . . . . . . . . . . . . . . . . . . .  
L'est Germany . . . . . . . . . . . . . . . . . . . . . . . .  

SINO-SOVIFT BLOC ASSISTLWCE 

U.  3 ,  DOLL3 LOPJ RXPAYNENTS 
MSP and P.L. 430 .................... 
Export-Import Rank .................. 

.................... Other G~-~-crru:ient 

4 Date c l a s s i f i e d .  
dxcluLes $24 ~ , l i l l i o n  f o r  r eg iona l  r a i l r o a d s .  



Country: TUNISIA 

I n  the  s i x  years since i t s  independence Tunisia, a t  t he  same time 
an African, an Arab, and a Mediterranean s t a t e ,  has established an 
e f fec t ive  and b a s i c a l 4 ~  democratic government with a moderate for- 
eign policy orientat ion.  However, Tunisia's econoqy and foreign 
outlook were shaken i n  1961 by the  armed clash with France over 
the mi l i ta ry  base a t  Bizerte. Since t h a t  time, t h e  two govern- 
ments appear t o  have made some progress toward a solut ion t o  the  
problem, although basic differences remain. 

Tunisia 's importance a r i ses  from i t s  s t r a t eg i c  geographic posi t ion 
i n  North Africa close t o  Europe's southern flank, i t s  e f fec t ive  
and energetic government, i t s  generally favorable disposi t ion to- 
ward t h e  West, and i t s  respected, moderate voice i n  the  world com- 
munity. It is i n  the  U.S. in te res t s ,  i n  the  short run, t o  help 
Tunisia meet i t s  external a i d  requirements. This w i l l  encourage 
t h e  Tiiiiisiarl bverrlmerlL's curlLirlued moderate posture and w i i i  neip 
Tunisia t o  serve as  a model f o r  other developing nations i n  t h e  
area.  In t h e  longer run, Tunisia's contribution t o  t he  s t a b i l i t y  
of t h i s  area depends upon i t s  a b i l i t y  t o  achieve economic growth 
and t o  follow a course of moderation i n  d i f f i c u l t  times. 

Country Eackground 

Tunisia 's economic l i f e  includes a t r ad i t i ona l  non-monetary sector  
of farmers, nomadic herdsmen and ar t i sans ,  and a modern sector  of 
manufacturing and commerce i n  t he  coastal  areas. From the  end of 
World War I1 u n t i l  Tunisian independence i n  1956, the  modern sec- 
t o r  enjoyed moderate, steady growth resu l t ing  from the heavy inflow 
of French c a p i t a l  i n  mining, manufacturing, transportation and 
communications, urban construction, and commerce. After 1956, the  
emigration of many Europeans with needed s k i l l s  and the  outflow of 
French p r iva t e  capi ta l  caused economic growth t o  cease. In 1959- 
1960, t he  econoqy improved somewhat, but i n  1961~001- harvests and 
t h e  Bizerte incident resul ted i n  a setback. 

After years of preparation, i n  1961 Tunisia published a Ten-Year 
Perspective (plan) .  A detai led three-year plan of implementation 
was t o  be completed early i n  1962. The objectives of t he  plan a r e  
t o  increase personal income, especially a t  t h e  lower levels;  t o  
provide educational opportunities fo r  a l l  young people; t o  f a c i l i -  
t a t e  economic and soc i a l  mobility; t o  re ly  increasingly on Tunisian 
resources; and t o  diversify the internat ional ,  po l i t i c a l ,  and e c e  
nomic r e l a t i ons  of Tunisia. A U.S. survey team concluded that t h e  
Ten-Year Perspective i s  a competent document offering a r a t i ona l  
approach t o  long-term economic phnning.  The three-year plan is 
now under review. 

The uutlook f o r  Tunisian economic development i s  promising. 
Several preconditions t o  more rapid, self-sustaining growth 
81 r ~ n i i y  pxi~t.: i ? ~ l u d i n g  9 X-13-7  P?; c+o?l p and. r l f f .?zt i7?~ ĝ -.-c:n- 
ment, and a basic  amount of i n s t i t u t i ona l  development. Moreover, 
competent economic planning has been under way f o r  some time. 
Thus t h e  Tunisian Government i s  prepared fo r  an early s t a r t  on 
i t s  formal development e f fo r t .  While t h e  scarc i ty  of natural  
resources and t h e  Zack of modern s k i l l s  w i l l  not permit sudden, 
dramatic expansion, with appropriate external  ass i s tance  Tunisia 
can achieve moderate growth i n  fu ture  years.  

U.S. Assistance Plans 

The principal  U.S. long-term objectives i n  Tunisia a r e  t he  crea- 
t i o n  of a self-supporting, growing econoqy and of a soc i a l  and 
p o l i t i c a l  system under which a l l  Tunisians w i l l  have p o l i t i c a l  
and economic opportunities which can serve a s  examples of wise 
development. 

I f  these basic  goals a r e  t o  be achieved, Tunisia must succeed 
subs tan t ia l ly  i n  meeting the  development aims outlined i n  i ts  
Ten-Year Perspective and a s  described in  greater  d e t a i l  i n  t h e  
three-year plan soon t o  be published. The three-year plan w i l l  
require  external a i d  resources estimated a t  $100 mil l ion annual- 
l y .  .The U.S. share of t h i s  a i d  w i l l  depend i n  par t  upon the  
amounts contributed by other countries and organizations. 

The United S ta tes  has played a la rge  r o l e  i n  Tunisia's external  
assis tance programs since t h e  Tunisian a i d  program began i n  1957. 
However, the  proportion of U.S. ass i s tance  t o  the  t o t s ?  Tunisian 
ass i s tance  has been fa l l ing ,  and i n  1962 commitments from other 
Free-World sources w i l l  be about equal t o  t he  U.S. program. 
France continues t o  be an important contributor of foreign aid,  
although French a i d  has been declining s ince Tunisian independ- 
ence. In 1962 French a i d  w i l l  equal a t  l e a s t  $7 million, plus 
mil i tary expenditures and subsidized prices f o r  Tunisian wines 
and wheat, while German assis tance may t o t a l  as  much a s  $l2 m i l -  
l ion .  

On t h e  other hand, t he  USSR, Poland, and Czechoslovakia have ex- 
tended l i ne s  of credi t  t o  Tunisia t o t a l i ng  $46 million, against  
which $8 million may be drawn i n  FY 1963. 



Proposed Aid Program f o r  FY 1963 

The primary object of the U.S. a id  program is t o  support t h e  
Tunisian development plan. Dwelopment loans, f o r  both project 
and non-project imports, w i l l  be the  pr inc ip le  t o o l  f o r  t h i s  pur- 
pose, t o  be supplemented by development grants  and Food f o r  Peace. 
The exact sca le  of U.S. support would depend upon t h e  amount of 
external  a i d  obtained from other sources and upon t h e  scale of 
p rac t i ca l  investment ta rge ts  f o r  the  three-year plan. 

In  addit ion t o  general support of Tunisian development e f for t s ,  
t he  Agency f o r  Internat ional  Development (AID) assis tance i n  FY 
1963 w i l l  be concentrated i n  education and t ra in ing  of the  work 
force, increased and d ivers i f ied  agr icu l tura l  production, and 
improvement of industry. The changed emphasis i n  t h e  type of 
funding f o r  t h e  FY 1963 program w i l l  r e su l t  i n  more use of devel- 
opment loans, while development grants w i l l  be l imited t o  the  
continuation of exist ing projects  i n  economic planning, education, 
agricul ture,  t ransport ,  industry and tourism. 

The Food f o r  Peace program i n  Tunisia has been extraordinari ly 
successful i n  i t s  T i t l e  I1 work r e l i e f ,  Algerian refugee and child 
feeding projects .  More than l70,OOO Tunisians, paid par t ly  with 
U.S. wheat, a r e  employed on useful labor-intensive projects ;  t h a t  
i s ,  work involving large numbers of laborers  ra ther  than capi tal .  
More than 170,000 Algerian refugees and 255,000 needy children 
a r e  being fed under t h e  Food f o r  Peace program. FY 1962 P. L. 
480 T i t l e  I1 programs t o t a l  about $16 mil l ion a t  export market 
pr ices  (about $44 mil l ion commodity c red i t  corporation cos t ) .  
Assistance through t h e  T i t l e  I programs, t o t a l i ng  $14.6 million 
i n  FYs 1961 and 1962 (exclusive of $1.5 mil l ion fo r  Cooley loans ), 
resu l t ing  from a prolonged drought, is  not planned f o r  FY 1963. 
Other Food f o r  Peace e f fo r t s  w i l l  continue i n  1963. 

Accomplishments 

The Tunisian a i d  program during 1962 re f lec ted  two important 
accomplishments. F i r s t ,  it completed t h e  preliminary phase of 

several  important projects  concerning manpower t raining and in- 
creased agr icu l tura l  and indus t r ia l  production. Second, during 
t h i s  year of t ransi t ion,  a id  objectives were c la r i f ied ,  and 
several  projects were terminated and others regrouped and focused 
on areas bearing d i r ec t ly  on the  a i d  goals.  

The following are  spec i f ic  examples of achievement. The ~ o c i ; t &  
Tunisienne de Banque, by means of a grant of $5.5 million i n  
counterpart funds and a $5 mil l ion Development Loan Fund (DW) 
loan made 110 loans t o  medium-sized indus t r ia l  undertakings. The 
National Agricultural Bank, ass i s ted  with a $5 million loan plus 
grants  of l oca l  currency, has already made more than 5,000 loans 
t o  agr icu l tura l  projects .  The re-establishment of seven and con- 
s t ruc t ion  of two new hor t icu l tura l  s ta t ions ,  the  development of 
t he  S id i  Thebet poultry s ta t ions ,  and t h e  d r i l l i n g  and equipping 
of many wells a l so  represent progress toward the  broad goal of 
increased agr icu l tura l  production. b c a l  currency support of 
the  housing program i n  1962 permitted t he  building of nearly 
2,700 ru ra l  and 300 urban houses. The en t i r e  Tunisian develop- 
ment e f for t  might have foundered without t he  l oca l  currency made 
possible  by supporting assis tance.  

Hundreds of useful  labor-intensive work r e l i e f  projects  through- 
out Tunisia have been undertaken, e.g., terracing of slopes, 
reforestat ion,  prevention of erosion, construction of wells,  s o i l  
reclamation and construction of roads. This a c t i v i t y  i s  a model 
Food f o r  Peace economic and soc i a l  development program. 

In addition t o  these completed or  continuing projects ,  completion 
of the  preliminary work on several  others i s  expected i n  1962, 
including studies  f o r  t he  building of a School of Law, Economics 
and Business Administration i n  t he  University of Tunis. I n  agri- 
culture, t he  development of a National Agricultural Extension 
Service is under way, and exploratory studies were completed on 
the  Oued k r g u e l l i l  watershed area.  



Country: TUNISIA 

BASIC DATA 

AVERAGE 
Unit TUNISIA ~ u , , ~ ~ ,  A K A ~  

UEA & POPUTION 

Area ................ 1000 sq.mi.. h8 xxx 

population (1961) ... 
Annual Growth ..... 
Density per  sq.mi. 

iGRICULTURAL LRND 

$ of Total  Area ..... 
Per Capita .......... 

?Om PER CAPITA ...... 

DUCATION 

Li teracy Rate ....... 
Pupils  a s  $ of Pop. . 
(Prim. & Sec. ) ..... 

Pupils  per Teacher 
(Pr im.  only)  ....... 

BEB 
Life  Ekpectancy ..... 
People per  Doctor ... 

M i l .  

k 
No. 

k 
Acres 

KWH/Y~ 

k 

k 

No. 

Yrs. 

No. 

Il. 3 XXX 

2.2 2.4 

90 40 

GENERAL ECONOMIC DATA 

GROGS NATIONAL PRODUCT* ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... ............. Investment a s  Percent of GNP 

....... AGRICULTURAL PRODUCTION INDEX - TCTAL ......................... Index Per Capita 
Wheat .................................... 

.................... M I N I N G  PRODUCTION INDEX 

............... COST OF LIVING INDEX (Tunis). 

FOREIGN TRADE ................... Total  Exports ( f  .o.b. ) ......................... Phosphate rock 
................... Total  Imports (c. i . f .  ) 

Trade Balance ....................... 
Trade with United S t a t e s  ( U . S .  d a t a ) :  

Exports t o  U.S. ( f . 0 .b . )  ............ 
Imports from U.S. ( f .  o.b. ) .......... 

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

Unit - 

$ Millions 
Dollars 
Percent 

1952-54=100 
11 

1,000 m 

1953-100 

195_?=100 

$ Millions I I  

, 

$ Millions 

I 

- M i l l i o n  Dollar Equivalents - 

CENTRAL GOVERNMENT F I I W ~ E S * ~  FY ending Dec. 31 1960' 1960' 1961 

................................ Total  Expenditures 156 18 9 198 
(Defense Expenditures) ....................... (13) (12) ( l h )  

............................ (Capital Outlays) (53) (68) (77) 

Domestic Revenues ................................. 12 8 13h 133 

Budget Receipts from Non-U.S. Foreign Aid ......... - - -- 1 

Budget Receipts from U.S. Aid  rants Rc ~ o a n s )  .... 1 9  20 3 2 

Remaining Def ic i t  ( - )  o r  Surplus (+) .............. -9 -35 -32 

+ - Converted a t  .h20 Dinars per U.S. $. 
a - A I D  est imates of cash transactions.  b - N ending March 31. c - Fiscal  year' 

period changed t o  a calendar year bas is ;  est imates f o r  t h e  April-December 1960 
period have been extrapolated t o  a 12-month bas i s  f o r  comparability. 



FINANCIAL DATA 
Countryr TUNISIA 

Development Loans .................... 42.1 10.0 2.4 
Development Grants................... 10. 9 5.7 3.5 

(T.C. pr ior  to FY 1961) 
Supporting Assistance................ 84.4 21.5 10.0 

(DS/SA p r io r  t o  FY 1961) 
Other MSP Ecommic................... - - - 

FOOD FOR PEACE (P.L. 4801 ............... T i t l e  I, Country Uses. ................. (Sa les  ~ ~ r e e r n e n t  s )  
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  TV............................. 

Obligations and Commitments 
(mi l l ions  of d o l l a r s  & do l l a r  equiv.) 

EX-IM BANK LONGTEXM LOANS............. 1.8 1.8 - 

FY 
1961 

FY 
1952-1961 

I OTHEli U.S. ECONOMIC PHOGRAMS........... 

FY 
1962 

MILITARY ASSISTANCE (Prcaramsl 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... ..... Non-M.A.P. Mil i tary Assistance.. 

ASSISTANCE FROM INTfL AGENCIES 
UN Tech. Assist.-CY ending i n  FY..... 1.5 0.4 0.4 
UN Special  Fund...................... 1.5 0.6 2.04 

O!I?HER FREE WORLD ASSISTANCE 
France............................... NA 7.0 7.0 
West Germany. ........................ NA 8.0 Z.0 

SINGSOVIET BLOC ASSISTANCE. ........... 8.0 8.0 38.041 

U.S . D O W  LOAN REPAYMENTS 
M P  and P. L. 480 ..................... - - 0.1 
Export-Import Bank................... - - - 
Other Government..................... - - - 

July-Dec. 1961. 
a t a  c l a s s i f i ed .  




