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F O R E W O R D  

Volumes I11 and I V  provide addi t ional  program and project  data  r e l a t i ng  t o  t h e  FY 1964 Congressional Presen- 
t a t i o n  of t h e  Agency fo r  Internat ional  Development. 

The fbllowirx t ab les  have been included f o r  each countrv: 

D 1 -. Summary of program by function - pro jec t  ana non-project ass i s tance  (other  than Devei- 
opnent Loans and Alliance f o r  Progress Loans ) f o r  FYs 1962-1964, by major cost  compo- 
nent and re la ted  personnel data.  

Table I1 - S m a r y  data on pro jec t  ass i s tance  proposed f o r  FY 1964 i n  Table I, grouped by major 
areas  of economic and s o c i a l  a c t i v i t y .  

Table I11 - Status  of individual  p ro jec t s  f o r  each new and continuing pro jec t  i n  excess of $100,000 
f o r  which FY 1964 funds a r e  requested, and f o r  each pro jec t  having unliquidated obliga- 
t i ons  of $1 mil l ion o r  more a s  of June 30, 1962 even though no funds a r e  requested f o r  
such projects  f o r  FY 1964. A minimum of two project  descr ipt ions  a r e  included f o r  each 
country (unless t he r e  is  only one pro jec t  i n  t he  country), even i f  t he  above c r i t e r i a  
could not be met, o r  if t h e  p ro jec t s  n o n r ~ l l y  l i s t e d  wculd present an ufialanced view 
of t h e  Development Grant program. Such add i t iona l  p ro jec t s  a r e  i l l u s t r a t i v e  of t he  
country program and goal  plans. 

Table I V  - Summary of a c t i v i t y  and component cost  data  f o r  proposed FY 1964 projects  under 
$100,000. 

Table V - b a n  s ta tus  a s  of February 28, 1963 of individual  approved Development Loans and 
Alliance fo r  Progress b a n s ,  with descr ip t ive  nar ra t ive  depicting t h e  s t a tu s  of t h e  
loan, t h e  reason f o r  having made t h e  loan, and how the  loan f i t s  i n to  the  needs of t he  
country, the U.S. s t ra tegy  and goal  plans.  

Regional s'ummary tab les  a r e  a l so  included t o  summarize ( 1 )  Project  and Non-Project Assistance  a able I), 
Pro j e c t  Assistance by Activity Proposed for 1964 (Table 11), and t h e  Sta tus  of Development Loans and Alliance f o r  
Progress b a n s  (Table VI) . 

I n  addit ion,  Volume I11 contains a World-Wide sec t ion  i n  which en t r i e s  on t h e  Regional Summaries a r e  sum- 
marized on a world-wide bas i s .  This sect ion a l so  contains other  per t inen t  world-wide data  prepared subsequent t o  com- 
p l e t i on  of t h e  sect ion on World-Wide Summaries included i n  Volume I of t h e  Congressional Presentation. 

CLASSIFICATION OF VOLUMES 

Although the  g rea te r  p a r t  of information contained i n  Volumes I11 and I V  is  unclass i f ied,  t h e  books have 
been c l a s s i f i e d  CONFIDENTIAL because ce r ta in  pages contain proposed country l eve l s  f a r  Supporting Assistance and other 
mate r ia l  which cannot be made public a t  t h i s  time. I n  general,  information concerning t h e  funding of continuing 
Development Grant projects  i s  unclassif ied,  a s  is  data  on Development Loans which have been announced t o  t he  receiving 
country. Supporting Assistance f o r  FY 1964, and' i n  some cases f o r  FY 1963 a s  well ,  over -a l l  country programs f o r  FY 
1964 and new projects  proposed f o r  FY 1964 must remain c l a s s i f i ed .  Pages which a r e  marked CONFIDENTIAL contain some 
c l a s s i f i e d  information. A l l  of t h e  material  on pages which a r e  not marked CONFIDEWITAL is unclass i f ied.  
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CLASSIFICATION OF VOLWES 

This year A I D  has endeavored t o  present the maximum possible amount of information on an unclassified basis,  and to reduce 

the c lass i f i ca t ion  of other materials t o  the lowest possible l eve l  consistent with security considerations. The "World Wide Book" 

(volumes I and 11) has been prepared as  a completely unclassified document and i s  available f o r  unlimited use by the members of the 

Congress. The E'Y 1963 A I D  proposals by country, a s  well a s  other s t a t i s t i c a l  data which must remain c lass i f ied,  have been incor- 

porated i n  the c lass i f i ed  regional books (volumes I11 and I v ) .  

These c lass i f i ed  Volumes I11 and I V  not only provide the Congress with the FY 1963 economic assistance programs country- 

by-country, but a l so  provide a frank evaluation of the p o l i t i c a l ,  economic and social  s i tua t ions  exis t ing i n  the countries f o r  which 

assistance i s  proposed. Clearly, candid JudeJnents by the U. S. Government, for  example, with respect t o  the effectiveness of foreign 

governments i n  responding t o  demands f o r  reform and development, cannot be published on an unclass i f ied basis .  And yet  jus t  t h i s  

kind of Ju-nt and evaluation i s  essen t ia l  f o r  the comprehension by the Congress of the foreign policy in te res t s  underlying t h i s  

a i d  request, a s  well a s  an understanding of the specif ic  country a i d  proposals themselves. 

The country program books ( ~ o l w s  I11 and IV) are  t h i s  year c lass i f ied Confidential, ra ther  than Secret, which has been 

the c lass i f i ca t ion  of similar volumes i n  the pas t .  



AGENCY FOR INTERNATIONAL DEVELOPMENT 
FY 1963 APPROPRIAT!ON REQUEST 

Total $2,915 milliong - . 

glncludes 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. 

b lnc ludes  administrative expenses (AID), administrative expenses (STATE) and Investment Surveys. 



AGENCY FOR INTEFiIiATIOI~AT, DEVEIOPMENT 

PROWsED FY 1963 APPROPRIATIONS COMPARED WITH FY 1962 

Development Lending 

Developnent Grants 

Contributions t o  International Organizations and Programs 

Supporting Assistance 

Contingency Fund 

Alliance f o r  Progress 

Investment Guaranty Program - 100.0 

Surveys of Investment Opportunities 1 .5  5.0 

Administrative Expenses ( A I D )  47.5 55.0 

Administrative Expenses ( s t a t e )  

Total 

d Includes supplemental FY 1961 appropriation fo r  Alliance fo r  Progress pursuant t o  P.L. 87-41, dated 
May 27, 1961, effect ively available i n  FY 1962 and subsequently. 



SUM?&?! OF P R f f i M  BY AREA. COUNTRY AND TUNCYlON .. 

Fiscal  Years 1961. 1962 and 1963 

In thousands of dol la rs )  ... ... .- - ... ... 
De~elLpment Loans and Developent G r a n t s  and 

TOTAL ECONOMIC ASSISTANCE Alliance for  Progress Loans Alliance f o r  P r o ~ r e s s  Grants Supportiw Assistance Other Programs .... 
Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Propo~ed Actual Estimate Proposed 

Country .. .. FY 1961 FY 1962 M 1963 FY 1961 FY 1 9 6 ~ '  M 1963 FY 1961 M 1962 FY 196< FY 1961 FY 1962 FY 1961 FY 196: FY 1963 

TOTAL . ALL PRERAP.IT 2.030. 408 2.962. 987 3.310. 850 628. 518 1.120. 440 1.760. 400 315.03 2- 388. 4 6 0  $41. 000 917.40 5- - 708J9 7. 496. 950 219. 453 745. 290 612. 500 - - - .- . -- - --- --- - -. -- - -- 

LATIN AMERICA . TOTAL 257. 733 904. 560 625. 250 133. 270 188. 440 510. 400 68. 645 109. 320 99. 850 55. 318 112. 800 15. 000 . 494. 000 

Argentina .................. 6. 936 42. 748 103.800.128. 800 6. 000 39. 000 100-125. 000 936 3. 748 3. 800 
Bolivia .................... 27. 875 20. 830 10. 000 3. 750 400 d 1. 626 4. 430 6. 000 22. 499 16. 000 4. 000 
Brazil  ..................... 7. 506 114. 130 164.000.181. 000 . 94. 000 140-160. 000 7. 506 20. 130 24. 000 
B r i t i s h  Gulana ............. 745 1. 500 1. 5'33 745 1. 500 1. 500 

Br i t i sh  Honduras ........... 
Chile ...................... 
ih i i r  R r ~ v l i b i l  ustion L s u .  .. 
Colombia ................... 
C o ~ t a  Rica ................. 
Cuba ....................... 
Dominican Republic ......... 
Ecuador .................... 
El Salvador ................ 
Guatemala .................. 
Hai t i  ...................... 

................... Honduras 

.J m a  i rn .................... 
Mexico ..................... 
Nicaragua .................. 
Panama ..................... 
Paraguay ................... 
Peru ....................... 
Surinam .................... 
Uruguay .................... 
Venezuela .................. 
West ~ n d i e s ( ~ . ~ a r i b b e a n )  ... 
Central  Americao Bank f o r  

Economic In tegra t ion  ...... 
Central  American Region .... 

2. 205 2. 400 

1. ooo 3. 000 
5. 989 4. 000 

Contributions t o  OAS ....... 1. 500 1. 500 1. 700 . 1. 500 1. 500 1. 700 
Contribution t o  PAHO ....... 1. 625 2. 300 2. 300 . 1. 625 2. 300 2. 300 
OAS (Development Planning) . 6. 000 . 6. 000 
Office of Inspector 
General ................... (150) . (150) 

Seasonal Marketing 
Arraneement ............... . 12. 600 . 12. 600 

Trust Fund (IDB) .......... . 394. 000 . O O O  394. 
Regional .................. 1. 085 6. 567 3. 850 . 1. 085 6. 567 3. 850 

4 AG of February 28. 1962 . 
kvelopment lending contemplated. project  applications w i l l  be considered . 
Includes $20 mill ion grant t o  Chile f o r  earthquake reconstruction and i s  comparable t o  the $100 mill ion appropriation f o r  t h i s  purpose . 



S- OF PROCRAM BT AREA. COURmrr Am FURCTION 

Fiscal Years 1961, 1962 and 1963 

(In thousan& of dol lars)  
Development Loans and Develoment Grants and 

TOTAL BCO110HIC A63ISTAlCE Alliance for  Promess Loans Alliance-for P r o ~ r e s s  Grants S u p w r t i w  Assistance Other Programs 
Actral Eetimate Proposed Actual Eetimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed 

Count ~ r l l  ~ r 1 2  ~ 1 6  6 
WAREASTAND 
som ASIA - TOTAL 

Afghanistan .................. 12,820 16,700 19,000 d 9,082 9,200 19,000 3,738 7,500 
Ceylon ....................... 269 1,500 1,300 -1,424 1,693 1,500 1,300 
cyprue ....................... 15 350 850 d- 15 350 850 
Greece ....................... 20, 500 20,330 20,000-40,000 - 20-40,000 500 330 - 20,000 20,000 

1 d i a  ........................ a1 ,600  403,300 465, Om 180,100 388,100 450,000 21,500 15,200 15,000 
 ran ......................... 63,288 55,200 45,400-65,400 37,155 6,000 40-60,000 4,333 5,200 5,400 21,800 44,000 
Iraq ......................... 1,087 800 1,100 - 1,087 800 1,100 
I s rae l  ....................... 24,500 10,430 15,000-20,000 16,000 10,000 15-20,000 1,000 430 - 7,500 

Jordan ....................... 
Lebanon ...................... 
Nepal ........................ 
Pslristan ..................... 
Syria ........................ 
Turkey ....................... 
UAR ( ~ ~ t )  .................. 
Yemen ......................... 
c m  ........................ 
Regional ..................... 

PAR EAST - TOTAL 

Burms ........................ 
Cambodia ..................... 
China (~aivan) ............... 
Indonesia .................... 
Japan ........................ 
Korea ........................ 
Laos ......................... 
Philippines .................. 
lhailand ..................... 25,260 22,900 39,500-49,500 - 30-40,000 6,860 9,700 9,500 18,400 13,200 
Vietnam ...................... 138,548 152,000 160,000 10,700 - 13,357 12,000 20,000 U4,491 140,000 140,000 - 
West Samoa ................... 25 - 25 
smm ........................ 442 1,800 1,m1 425 - 1,100 17 1,800 - 
Regional ..................... 665 1,080 1,200 665 1,063 1,200 

d As of February 28, 1962. 
. Developent lending contemplated, project. applications vill be conaidered. 



GUI(HAW OF P R O C W  BY ARE4 . COUAPRY AAD FUNCTION 

Fiscal Yeara 1961. 1962 and 1963 

(1n thousands of dol lars)  
Developpent Loans and Developpent Grants and 

~ T A L  ECONOIQC ASSIBTABCE Alliance for  Pmureas Loans Alliance for  Prouress Grants Suuportiop, Assistance Other Pmnrama 
Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Pmpoeed Actual Estimate Pmposed Actual Estimate Proposed 

Country w 1961 FY 1962 PY 1963 w 1961 FY 1 9 6 d  PX 1961 FY 1961 PY 1962 FY 1963 FY 1961 FY 1962 FY 1961 PX 1961 FY 1962 PX 1969 

rnICA . TOTAL 

Cameroon ......................... 
Central African Republic ......... 
Chad ............................. 

............. Conen ! l . m p l d v l l l r )  

Congo (Ezazzaville) .............. 
Dahomey .......................... 
Ethiopia ......................... 
Gabon ............................ 
Ghana ............................ ........................... Guinea 
I w r y  Coast ...................... 
Kenya ............................ 
Liberia .......................... 6. 336 10. 650 24.000.30. 000 . 12.18. 000 6. 336 10. 650 12. 000 
~ i b y a  ............................ lb. n 3  13. 500 i3. 900 . d 2. 552 2. 500 3. 400 14. 021 ll. 000 10. 500 . 
Eglagaay Republic ................ 650 615 509 650 615 
Egli ............................. 2 8. 700 2. 500 5.6; 3 247 . 2. 500 2. 249 3. 100 

Rbodeeia and m a l a n d  ........... 
Ruanda-UruMU .................... 
Senegal .......................... 
Sierra  Leone ..................... 
Somali Republic .................. 
Sudan ............................ 
TaIlganyika ....................... 
Togo ............................. 
Tunisia .......................... 
Uganda ........................... 
Upper Volta ...................... 
Regional Prograns ................ 

d AB of February 28. 1962 . 
d Developpent lending contemplated; project applications -1 be considered . 



S!3MUY OF PRCCRAS BY AREA., C O m  AND FIJNCPION 

F i s c a l  Years 1961, 1962 and 1963 

( I n  thousands of dol la rs  ) 
Develo~ment h n s  and Develo~ment Grants and 

TWFAL ECONOMIC ASSISTANCE Alliance f o r  Progress Lrrns Alliance f o r  Progress Grants Supporting AssLstance Other Programs 
Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed 

Country FY 1961 M 1962 FY 1963 FY 1961 FY 1962d FY 1963 FY 1961 FY 1962 M 1963 FY 1961 FY 1962 FY 1963 FY 1961 FY 1962 M 1963 

EUROPE - TdAL 92,579 17,250 0 - 1 0 , m  17,819 - 0-10,000 4,750 2,250 -. -- - -. - -  
- 69,950 15,000 

a 
.................................... Berlin 4,000 - 4,000 

I c e h n d  ................................... 6,000 - 6,000 
Poland .................................... 100 1,500 100 1,500 

..................................... Spain 26,029 15,000 - -9,821 900 - 34,950 15,000 
Yugoslavia ................................ 56,450 750 0-10,000 27,700 - 0-10,000 3,750 750 - 25,000 
OEEC/OECD Plus Third Country Participants . ( . 2 ) q  - 

mmmmmm m m m  
Administrative Expensea, AID .............. 45,205 51,604 55,000 - 45,205d 51,604 55,000 

... Administrative Expenses, Dept. of S t a t e  7,765 5,035 3,100 - 7,765 5,035 3,100 

NON-REGIONAL - TWFAL 

Investment Surveys ........................ - 1,500 5,000 - 1,500 5,000 

.............. Investment Guarantee Fund 

In terna t iona l  Organizations 

Afro-Mahgasy Economic Cooperation 
Organization ( OAMCE) ................... 200 200 

Asian Productivity Organization ......... ( l 6 5 )  200 200 1 6 200 200 ................ Atom f o r  Peace and U\EA 1,677 2,750 1,250 - 1,037 2,000 640 750 1,250 

Commission f o r  Technical Cooperation i n  
Africa - South of t h e  Sahara (CCTA) .... ............................ Indus Waters 

In terna t iona l  Control Cnmmission - Laos . 
NATO Science Programs ................... 
U.N. m i l d r e n ' s  Fund .................... 
U.N. Congo: Economic Assistance ........ 

Kil i ta ry  Operatiom ........ 
U.N. Fducation, Social  & Cultural  
Organizations (Special  African Program) 

U.N. Eixergency Force .................... 
U.N. Relief and Works Agency ............ 
U.N. Technical Assistance and Special  
Fund ................................... 

World Health Organizatione: 
Community Water Supply ................ 175 400 175 400 
Malaria Eradication ................... 4,000 2,500 - 4,000 2,500 
Medical Research ...................... 500 500 500 500 500 500 

a As of Februaq  28, 1962. $ Included i n  Interregional Expenses. 
Includes $1,875 thousand from DW and $618 thousand from Administrative Expenses (S ta te ) ,  but excludes reimbursements. 

d-/ A l l  guaranties issued t o  d a t e  have been funded from resenres consist ing of Bormving Authority, fee  income and some appropriated c a p i t a l  of t h e  former corporate DW. An Bppmpriation of $100 
mi l l ion  i s  being requested i n  PY 1963 t o  increase t h e  reserve funds. 

4 Included under Far & s t  Regional Development Grants. 
Included under Africa Regional Development Grants. 

6 



( In  thousands of dol lars)  
Development Loans and Development Grants and 

TOTAL ECOAMC ASSISTANCE Alliance f o r  Progrees Loans Alliance f o r  Progress Grants Supporting Assistance Other Programs 
Actual Petimate Proposed Actual Wtimate Proposed Actual Petimate Proposed Actual &timate Proposed Actual Estimate Proposed 

---- PY 1961 FT 1962 FY 1963 PY 1961 FT 1& FT 1963 FT 1961 FY 1962 PY 1963 PY 1961 FY 1962 FY 1963 FT 1961 FY 1962 FY 1963 

AON-RFGIONAL (continued) 

Other Programs 

American Schools Abroed ................. 4,500 4,000 4,000 - 4,500 4,000 4,000 
Building and School h c i l i t i e s  .......... - 1,505 1,500 - 1,505 1,500 
Civic Action Projects  ................... - 10,000 - 10,000 - .......................... k h a n  Eeflx+zes 4,093 25,560 - L j  25,560 

Development Resevch .................... (513) 6,000 20,000 - - ( 5 1 3 N  6,000 20,000 
Disaster Relief ......................... l l 0  220 l l 0  220 - 
Escapee ~rogram ......................... 3,516 1,442 - 3,516 1,442 
Brcess Property Pool .................... - 5,000 - 5,000 - 

Freight Different ia ls  ................... 3,250 - 3,250 - 
General Technical Services .............. - 1,035 1,300 - - 1,035 1,300 
Intergovernmental Colmnittqe f o r  
Europaan )(igration ..................... 9,052 - - 9,052 

Interregional Programs .................. 22,223 24,105 30,000 - I 22,223d 24,105 30,000 

Ocean Freight, Vol. Relief c i e s  ..... 2,659 3,100 3,200 - 2,659 3,100 3,200 
Wfice of Inspector (3eneral%!. ......... 8/1 700 850 300 250 250 202 200 350 369 250 250 - 
Other (Including h s s i f  led)  ............ 6,157 175 - - 6,157 175 
Project HOPE ............................ 1,551 - 1,551 

Refugee and Kigration - A w n .  Brp. ..... 980 - - - 9m 
U.B. High Conmissioner f o r  Refugees ..... 1,300 - - - 1,300 
World-Wide Community Water Supply ....... 343 343 
World- Wide l g l a r i a  Eradieat ion .......... 324 324 

LmDISmVPGD PROQ(AW - TOTAL - 233,350 400,500 - 225,200 - 8,150 400,500 
< 

Development Loans ......................... - 225,200 - 225,400 - 
contingency Pund .......................... - 8,150 400,500 - 8,150 400,500 

4 )rs of February 28, 1962. 
Included i n  Interregional  Xkpenses. 

d Consists of: $21,477 thowand f o r  Interregional programs; $513 thousand f o r  Research; $172 thousand f o r  m o p e  Regional, and $61 thousand f o r  miscellaneous i t e m s .  
In addition, W l i t a r y  Assistance contributions a r e  a s  follove: FT 1961 - $356; PT 1962 - $3001 FY 1963 - $350. 





TREND OF APPROPRIATIONS* 
( Adjusted for Tronsfers ond Other Reciepts) 

( $  Billions) 

1949 '50 '51 '52 '53 '54 '55 '56 '57 '58 '59 '60 '61 '62 '63 
(Request I 

* Excludes Rsopprop~otmn3 
F w a l  Years 

a d d ~ t ~ a n ,  $ 0  I t s  rsqusstsdfw Inveslmmt GuarantseFund. 
- - - -- - - -- -- - - - .- 



TREND OF EXPENDITURES 
APPROPRIATIONS BASIS 

Economic Assistance 

v Assistance 

Fiscal Years 
(€st.) (Est.) 

ng Contingency) 



A L L  l ANCE 
FOR 

PROGRESS 



A L L  l A N C E  
FOR 

PROGRESS 



LATIN AMERICA 

Country 

TOTAL 

Argentina 

Bolivia 

Brazil 

British Guiana 
British Honduras 

Colombia 

Costa Rica 
Dominican Rep. 
East Caribbean 
Ecuador 
El Salvador 
Guatemala 
Haiti 

Honduras 
Jamaica 
Mexico 
Nicaraaua 
Panama 
Paraguay 
Peru 
Surinam 
Uruguay 
Venezuela .- 
Central Am. Re% --" 
OAS -- 

Pan. Am. ~ ' l t h  Org. 
Regional 8 Other 

FY 1963 PROGRAM 

Type of Assistance 
(Thousands of Dollars) 

Totol Assistance 

*Development lending contemploted, project applications will be considered. 



SunnnrU OF PR- - IATIN AhXMCA 

& Country and Function 

( In  thousands of dol lars)  
Alliance for Progress 

TdAL Development Ioans IDB hvst & Cnile Reconstruction Development Grants Supporting Assistance 
Actual Estimate Proposed Actual Estimate Proposed Actual Btimate Proposed Actual Estinate Proposed Actual Estimate Proposed 

Country W 1961 FY 1962 FY 1963 ~x 1961 FY 1 9 6 4  FY 1963 FY 1961 Fx 1962 FY 1963 FY 1961 PY I$& FY 1563 FY 1961 FY 1962 FY 1563 

Argentina ................. 
Bolivia ................... 
m a z i l  .................... 
Brit ish maria ............ 

.......... Brit ish Hondunrs 
Cnile ..................... 
Chile Reconstruction Ioan . 
Colombia .................. 
Costa Rica ................ 
Cuba ...................... 
Dminican Republic ........ 
Ecuador ................... 
E l  Salvador ............... 
hatemala ................. 
Haiti ..................... 
Honduras .................. 
Jamaica ................... 
Mexico .................... 
Nicaragua ................. 
Panasl .................... 
Palagully .................. 
Peru ...................... 
Surinam ................... 
Uruguay ................... 
Venezuela ................. 
West Inbiea (E. ~aribbean). . 
Centrsl American Bsnk f o r  
EconcPric Integration ..... 

Central American Region ... 
Contributions to Q48 ...... 
Contribution t o  PAHO ...... 
Office of Inspector OenemJ. 
QA8 (Development Planning) 
Seasonal k k e t i n g  
Arrangement .............. 

R u e t  Fund (IDB) .......... .................. Regional 

Total ................. 

4 Am of Februarg 28, 1962. 
bJ Development l a n d i q  contaplatad,  project applicat iolu wFU be conaidered. 
4 Includes &?O Pi l l ion  gmnt  t o  Chile f o r  sarthquuke reeolutruction and i s  c-ble t o  the @CXJ Pi l l ion  appropriation f o r  th i s  purpose. 



President Kennedy's proclamation of t h e  Alliance f o r  Progress, on 
March 13, 1961 s ta ted  the  purpose of t h e  Alliance t o  be: 

" . . . t o  demonstrate . . . that mtm'tc u~tcaLid'ied 
aspira t ions  f o r  economic progress and social  jus t ice  
can best be achieved by f r e e  men working within a 
framework of democratic ins t i tu t ions .  " 

The proclamation forcefully drew a t t en t ion  t o t h e  f a c t  t h a t  an 
ins i s ten t  and effect ive dwand f o r  change i s  the dominant po l i t i -  
c a l  keynote of the  Western Hemisphere. It i s  i n  t h i s  demand f o r  
change t h a t  t h e  opportunity l i e s  t o  accomplish t h e  purpose of the  
Alliance f o r  Progress. 

The economic and social  i l l s  which it i s  t h e  purpose of the  
Alliance t o  overcome a re  not new, wen thoughthe adverse condi- 
t ions  from which they spring 'mve become intensified. Fbwever, 
many of t h e  p o l i t i c a l  conditions i n  which t h e  demand f o r  rwolu- 
t ionary change, e i the r  peaceful or otherwise, i s  being expressed, 
a r e  dif ferent .  The opportunity f o r  f r e e  p o l i t i c a l  expression i n  
Latin America has moved f o m r d  rapidly and steadily during t h e  
past  decade. During the past year, f o r  example, the  31 year old 
T r u j i l l o  tyranny i n  the  Dominican Republic has given way t o  a 
new Council of government which i s  providing the Dominican people 
once again with t h e  opportunity f o r  self-determination and which 
i s  se t t ing  t h e  stage f o r  f u l l y  representative democracy. The 
t r a g i c  example of Cuba stands out, i n  f a c t ,  as almost the  only 
a rea  of t h e  continent where retrogression rather than progress 
toward democratic opportunity i s  t h e  order of the  day. 

It i s  undeniable, however, tha t  t h e  progress toward f r e e r  expres- 
s ion,  and t h e  intens i f  ied determination of large. sectors of the  
population t o  use t h i s  freedom t o  achieve change from t h e  condi- 
t i o n s  of poverty, disease, lack of educabion and lack of economic 
opportunity, a l so  offer  an area in to  which the exploiters of dis- 
content a r e  moving. Castro connnunism and i t s  Sino-Swiet manipu- 
l a t o r s ,  although clearly and unanimously repudiated by the 
governments a t  the  recent Meeting of Foreign Ministers a t  Funta 
d e l  Este, seek t o  spread t h e i r  subversive doctrine and t o  take 
advantage of every na t iona l i s t i c  o r  loca l  prejudice i n  doing so. 
Likewise, there  a r e  i n  some places blind forces of reaction ex- 
plo i t ing  stagnation -- a serious challenge t o  measures of se l f -  
help which a r e  essent ia l  t o  a t t a in ing  t h e  goals of t h e  Alliance. 

Despite increasing i n s t a k e s  of courageous and ab le  leadership, 
strong gwernments with secure popular support ex i s t  i n  few Latin 
American countries. 

In  Brazil t h e  present regime lacks support t o  exercise strong 
leadership, the  complexion of t h e  next Congress i s  uncertain and 
t h e  return of Janio Quadros t o  Brazil  compounds uncertainty. In 
Argentina t h e  Frondezl government has weathered countiess cr ises ,  
but t o  do so has been forced t o  adopt numerous compromises. 

In Chile t h e  gwernment i s  composed of a coal i t ion of par t ies  
and the  President was elected with only about one-third of the  
popuLar vote. I n  Colombia an elect ion w i l l  be held soon but the  
question of an orderly succession renains i n  some doubt. In 
Mexico the  Prohibited and Restricted Industries (PRI) Party, 
which has been dominant since the  revolution, i s  beginning t o  
show sign6 of s t r a i n .  The revolution i s  p s s i n g  in to  history 
and i s  no longer a ra l lying point f o r  a p o l i t i c a l  party. f 

Strong-man r u l e  i n  Nicaragua, Paraguay and Haiti provides sta- 
b i l i t y ,  but these gwernments a r e  more dictatorships than demo- 
c r a t i c  regimes. 

Ihe newest bright spots i n  t h e  turbulent scene a r e  i n  E l  Salva- 
dor and Costa Rica. In El Salvador, a bloodless coup d ' e ta t  
established a civil ian-military Directorate i n  January 1961 
which pledged i t s e l f  t o  hold f r e e  elections and t o  i n s t i t u t e  a 
soc ia l  reform program i n  l i n e  with t h e  principles of t h e  Act of 
Bogota. A number of reforms were put in to  e f fec t ,  including 
increased income taxes, minimum wage legis la t ion,  minimum dietary 
standards f o r  farm labor, a f inancial  s t ab i l i za t ion  program i n  
cooperation with t h e  International bkmicipal Workers ' Federation 
(IMF), e tc .  In December 1961, t h e  f r e e  e lect ion pledge was ful-  
f i l l e d .  In  t h i s  election t h e  candidates supporting t h e  gwern- 
ment and i t s  reform program won a l l  of the  seats  i n  t h e  54-man 
Assembly, making a clean sweep of t h e  election. 

I n  Costa Rica Francisco Orlich received a majority of t h e  popu- 
l a r  vote i n  winning t h e  recent election. In his  campaign he 
stressed full support of t h e  Alliance f o r  Progress. 

Both i n  El Salvador and i n  Costa Rica t h e  new gwernments must 
follow through with adequate soc ia l  and economic progress; other- 
wise disenchantment of the  e lectorate  could lead t o  most unfor- 
tunate consequences, not only t o  these p a x t i c u h r  gwernments 
but t o  t h e  cause of democratic ins t i tu t ions  and procedures i n  
each country. 

In  Ecuador the  recent experience of t h e  Velasco gwernment gave 
forceful  demonstration t o  t h e  f o l l y  of ignoring campaign promises. 
In June 1960 President Velasco was elected a f t e r  having made 



extravagant promises j these promises were not f u l f i l l e d ,  and in- 
s tead ce r ta in  regressive measures were introduced. S t ree t  r i o t s  
and other demonstrations i n  l a t e  1961 forced VeLasco out of off ice .  

In Venezuela t h e  Betancourt government, which i s  carrying out an 
impressive program of soc ia l  improvements, is  under heavy at tack 
from extremist groups. There is, havwer, increasing evidence of 
support of the  Betancourt goyernment from t h e  more c o n s e m t i v e  
groups who a r e  coming t o  rea l i ze  t h a t  h i s  program coincides with 
t h e i r  long-run in te res t s .  

Throughout I a t i n  America profound discontent l i e s  only a short  
distance below t h e  p o l i t i c a l  surface. Existing governments do 
not r e s t  securely and few have anything resembling a populsr man- 
date .  

It is the  objective of the  Alliance f o r  Progress t o  a s s i s t  f r e e  
men and f r e e  governments i n  meeting t h e  challenge of poverty and 
discontent and i n  bringing about s o c i a l  and economic progress in 
an orderly and constructive manner. 

capita income f o r  the  I a t i n  American population of 210 million, 
which has been growing a t  a r a t e  of 2-112s per year. Furthermore, 
t h e  pace of development has sJackened i n  recent years. It i s  
estimsted tha t  i n  1961 the regional gross product was approxi- 
mately $62 b i l l ion ;  i n  other words, per capita Gross National 
Product (GNP) was less  than $300. CX course the  regional aver- 
ages conceal considerable var iants  among the d i f fe ren t  economies. 
In some, production i s  expanding a t  a r a t e  suf f ic ien t  t o  r a i s e  
l iv ing  standards, while i n  others per capita incomes have actual ly  
been declining. Moreover, the  average figures conceal t h e  vast  
differences i n  income between privileged groups and the majority 
of the  people. 

There i s  a need f o r  planned and determined act ion t o  promote more 
rapid economic growth. The need a r i s e s  from t h e  explosive growth 
of the  population and from the  unfavorable trends and outlook f o r  
exports. World demand f o r  primary products, which make up the  
bulk of Ia t in  America's exports, has not increased rapidly and 
does not appear l ike ly  t o  do so. In fac t ,  t o t a l  export earnings 
of I a t i n  American Republics (not including Cuba and ~ e n e z u e l a )  i n  
do l la r  values were actually lower i n  1960 than in 1951. 

In t h e  Charter of Punta d e l  Este, agreed upon i n  August by all the  
governments of t h e  American Republics, except Cuba, the  goals and 
framework f o r  t h e  vas t  cooperative e f f o r t  were Laid down. The 
cooperative nature of t h i s  program has been recognized by the  steps 
which have been accomplished or  i n i t i a t e d  by a l l  of t h e  gwern- 
merits. The incompatibility of communism - t h e  &mist-Leninism 
which i s  t rying t o  portray the  Cuban tragedy as  t h e  only val id  
method of achieving t h e  goals of the  Alliance f o r  Progress -- with 
t h e  cooperative program of t h e  Americas was affirmed and confirmed 
by t h e  American governments a t  t h e  Jarmary Punta d e l  EBte meeting. 

!be governments have begun t o  a c t  t o  demonstrate t h a t  democratic 
regimes "can encompass a l l  the  e f fo r t s  f o r  economic advancement 
and a l l  the  measures f o r  improvement and soc ia l  progress without 
sac r i f i c ing  t h e  fundamental values of t h e  human being." An demon- 
s t r a t e d  by the  almost unbounded enthusiasm with which President 
Kennedy was received by t h e  people of Venezuela and Colombia in 
December, these  a re  basic goals and programs i n  which the  peoples 
of the  Americas a r e  prepared t o  join. Leadership, courage and 
capacity, all of which a r e  becoming increasingly apparent in  t h e i r  
gwernments, must ensure t h a t  t h e  forces of obstruction and sub- 
version do'not undermine o r  destroy t h e  common e f for t .  

Economic and Social 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 

I a t i n  America has been beset i n  recent years with balance of 
payments d i f f i c u l t i e s  and i n s t a b i l i t y  i n  exchange ra tes .  With 
only a single exception, wery  country i n  South America has made 
within the  l a s t  f i v e  years a major adjustment i n  i t s  exchange 
ra te .  Some of these countries, moreover, must give serious con- 
s iderat ion within t h e  coming months t o  fur ther  adjustments i n  
t h e i r  .exchange ra tes .  

Mexico has had no change i n  i t s  exchange r a t e  since 1954 but dur- 
ing 1961 a loss  of business confidence and serious cap i ta l  f l i g h t  
occurred. There i s ,  howwer, good reason t o  b e l i w e  now t h a t  the  
c r i s i s  has been successfully weathered. 

These recurring c r i ses  i n  t h e  foreign exchange position, often 
prompting countries t o  resor t  t o  a variety of r e s t r i c t i v e  mea- 
sures,  discourage pr ivate  investment. Limitations on t h e  a b i l i t y  
t o  t ransfer  or t o  repa t r i a te  funds a r e  a major consideration f o r  
pr ivate  enterprise and par t icular ly  f o r  foreign pr ivate  i n v e s t  
ment . 
Host of the countries face heavy annual debt service burdens, 
par t icular ly  i n  t h e  next 5-10 years. In  some cases debt service 
i n  t h e  next few years w i l l  require more than 20% of anticipated 
foreign exchange earnings and i n  most cases the  r a t i o  substan- 
t i a l l y  exceeds 10s. largely f o r  t h i s  reason there  i s  an acute 
need t o  arrange, insofar a s  feasible ,  repayment of new debt o 
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terms substant ia l ly  eas ier  than conventional terms and over 
extended periods of time. 

With the  export sector a shrinking proportion of t h e i r  economies 
and with world markets unlikely t o  expand rapidly, I a t i n  American 
countries a r e  forced t o  look t o  t h e  development of t h e i r  domestic 
markets t o  provide t h e  base f o r  acceleration of economic growth. 

In t e r n  of manpower u t i l i z a t i o n ,  l a t i n  America i s  predominantly 
agr icu l tu ra l ,  with about half  of t h e  labor force i n  that sector .  
However, agr icul ture  represents a much smaller share of gross 
product, due t o  low labor productivity, which i s  i n  tu rn  a resu l t  
of an antiquated agrarian s t ructure  and technology. 

I n  I a t i n  America 1 9 6 1 ~ s  a year of mixed resul ts .  Although some 
cuuntr i rs ,  sucii as .&rirgerith%, s i i0~ed stroiig &?i~:t-aiiceS i I i  prodiic- 
t i o n  and employment, balance of payments and in f l a t ion  problems 
became more prevalent i n  the  area,  a s  f o r  example i n  Brazil ,  
Argentina, Chile and Colombia. It may be anticipated t h a t  unless 
new and increased internat ional  lending i s  forthcoming, a good 
many of the  countries w i l l  be forced t o  lower t h e i r  development 
s igh t s  during 1962 and 1963, pr incipal ly  because of an inab i l i ty  
t o  finance imports. 

If t h e  r e l a t i v e  stagnation of the  f i f t i e s  is t o  be converted in to  
rapid economic growth and soc ia l  progress i n  the  s i x t i e s ,  a num- 
ber 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 in i t s e l f  and a s  a 
stimulus t o  other actions.  &t t h e  needs for  Fnst i tu t ional  change 
and reform and improved a l locat ion of resources by t h e  I a 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 cannot be over- 
emphasized. While the  par t icular  measures needed w i l l  vary from 
one country t o  ano ther , -a l l  countries need ins t i tu 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 i n  pa r t i cu la r  t o  maintain a self-sustaining r a t e  of 
growth. 

An increase in public revenues is  essent ia l .  It must be achieved 
both through improvements i n  t a x  administration and through judi- 
cious increases i n  t a x  ra tes .  I n  many countries the  t a x  systems 
a r e  regressive t o  an extreme degree and successful t a x  reforms 
w i l l  of ten include change t o  a more progressive system. I n  few 
instances do exis t ing t a x  systems contain effect ive  incentive 
fea tu res .  As t a x  reforms a r e  developed they should include Fn- 
centives t o  encourage savings and productive investment. 

I n  a l l  countries improvement i n  agr icul ture  is  needed. Greatly 
increased f a c i l i t i e s  f o r  agr icu l tu ra l  c red i t  f o r  small-scale 
i a ~ m r r ' a  c u u p i d  w ~ t r r  u ~ i i r u ~ i u u  ~ n ' r i c r ~  wuuld cuuti i h t a  big- 
n i f i can t ly  t o  increased agr icu l tu ra l  productivity and output 
and t o  improved opportunities and b e t t e r  l ives  f o r  such farmers. 
In a number of areas  redis t r ibut ion of large es ta tes ,  often 
ine f f i c ien t ly  used, t o  those who cu l t iva te  t h e  land would bring 
f a r  greater  p o l i t i c a l  s t a b i l i t y .  Reclamation and settlement 
programs on presently unused land, t h e  building of roads in to  
inaccessible areas,  and other programs t o  make agr icul ture  more 
productive would a l s o  provide invaluable contributions t o  pol i t -  
i c a l  s t a b i l i t y  and enlarged opportunities f o r  the  l a rge  r u r a l  
populations. 

In  the  f i e l d  of education expanded f a c i l i t i e s  i n  the  form of 
chssroams, t ra ined teachers arid m t s r i a l s  a r e  needed on a rnas- 
s i v e  scale .  Human resources can best  be improved through edu- 
cation; i ts  contribution t o  economic growth has no pa ra l l e l .  
The annual costs of maintaining such a program, however, w i l l  
place a heavy burden on t h e  public budget and point up ' the  
essen t i a l i ty  of increasing government revenues. 

Other major f i e l d s  i n  which f r u i t f u l  opportunities e x i s t  f o r  
self-help and reform measures include government administration, 
f inanc ia l  s t ab i l i za t ion  policy and treatment of p r iva te  e n t e r  
p r i se .  

Measures I n i t i a t e d  

A number of s teps  have already been taken, pa r t i cu la r ly  since 
t h e  Act of Bogota i n  1960, which demonstrate t h e  growing reali- 
zat ion among I a t i n  American countries of the  nature of the  prob- 
l e m  and a determination t o  move i n  the  r igh t  d i rect ion.  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  fur- 
t h e r  modification before reaching an optimum stage. 

Ehmples of such self-help and reform measures a r e  indicated 
below: 

( 1 )  Argentina, reversing t h e  trend of the Peron era,  ' in 1958 
opened up the  o i l  resources of the  country t o  foreign ex- 
ploration. As a r e s u l t  Argentina is now substant ia l ly  
se l f - su f f i c ien t  i n  o i l ,  saving about $280 mill ion annually 
i n  foreign exchange. 



Bolivia has imprwed i t s  revenue collection and administra- 
t ion  resulting 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  Rrazil, a comprehensive five-year development plan for  
t he  depressed Northeast region has been completed and the  
Brazilian Congress has appropriated funds fo r  the f i r s t  year 
equivalent t o  $100 million. 

Over-all development plans have been completed and submitted 
t o  international machinery fo 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 developing long-term plans or organizing machin- 
ery t o  do so. 

I n  November 1960 Colombia enacted an agrarian reform l a w  
providing for  the  redis tr ibut ion of inadequately used land. 
Compensation would depend upon the s i ze  and present use of 
land holdings and would vary from 20% cash plus five-year 
bonds t o  25-year 28  interest  bonds fo r  large unused estates.  

Ef'fective July 1, 1961, Uruguay adopted an income tax  with 
a base of 10% plus a progressive r a t e  ranging up t o  309. 
This is the  f i r s t  income tax Lax i n  t he  countly's history. 

In  1960 Venezuela adopted a land reform program and has 
already reset t led 40,000 families on 3,000,000 acres of 
land. During h i s  v i s i t  t o  Venezuela, President Kennedy dis- 
t r ibuted land t i t l e s  under t h i s  program. 

Since 1958 in  VenezueLa under an expanded education program 
primary school enrollment has increased well w e r  50%; 
secondary school enrollment has doubled; teacher t ra ining 
enrollment has quadrupled. 

I n  December 1961, Colombia began a rapid expansion of the  
primary education system, with federal expenditures fo r  
education in  1962 budgeted a t  a higher f igure than those 
fo r  military purposes fo r  the  f i r s t  time i n  recent Colom- 
bian history. 

In  El. Salvador new labor Laws established a minimum wage for  
large and middle-sized commercial establishments, l iberal ized 

the  l a w  on s t r ikes  and lockouts and protected wage6 against 
garnishment. Urban slum rents were ordered cut by one- 
third. 

Expenditures on education i n  Mexico now amount t o  21% of 
t he  t o t a l  budget aa compared t o  5% f o r  the  military. 

In 1959, a s tabi l izat ion program was inst i tuted i n  Peru 
which has successfully reduced the r a t e  of inf lat ion t o  
only 49 l a s t  year. 

The home savings loan system inaugurated in 1960 i n  Peru 
continued t o  expand during 1961with impetus provided by 
Development b a n  Fund (DLF) loans. The number of credit 
union cooperatives expanded beyond the  200 mark. I n  
February 1962, the maximum fo r  commercial bank interest  
rates was lowered from 14% t o  129, with a ceiling f o r  colb 
missions and other charges s e t  a t  1%. 

Evaluation of the  significance of a specific measure must take 
in to  account a comparison with past effor ts  as  well as  a com 
parison of t he  e f for t  with t he  need. Evaluation of a country 's 
e f for t  must not only be i n  terms of specific measures but a lso 
i n  t e r n  of we r - a l l  effor t .  

The need for specif ic  self-help and reform measures muat be 
judged i n  terms of t he  economic s i tua t ion  i n  the part icular  c o m  
t ry ,  the probable effects  of the  measure (including i t s  poten- 
t i a l  contribution t o  growth) and the  strength and nature of the  
po l i t i ca l  forces concerned with it. 

The adoption of self-help and reform measures i s  a complex and 
somewhat lengthy process. If, fo r  example, a specific t ax  re- 
form measure should be proposed, it must be (1) prepared and 
approved by the  gwerwent  administration, (2)  introduced and 
debated in Congress, (3 ) possibly revised i n  the  Congress, 
(4)  a f t e r  passage by the Congress, enforced and administered by 
t he  government. This process requires time. Finally great care 
must be taken t o  determine the  actual  impact of the  measure on 
the  system. 

External aid w i l l  be most effective i f  it i s  made available a t  
t he  optimum time t o  support national plans and programs -- not 
l a t e r  and merely as  a rward  fo r  national accomplishment. This 
meam that  we must, where just i f ied by evidence of firm inten- 
t ions,  join with the  country in implementing i t s  development 
plans and programs. Only if the  countly f a i l s  substantially t o  
do i t s  part should we reduce or hold back our coop- 



Development Planning 

In t h e  pas t ,  much investment i n  I a t i n  America has been m i s -  
d i rec ted.  Low p r i o 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 i n i t i a t e d  
and then delayed f o r  years f o r  lack of'funds; p lants  have f re -  
quently been p a r t i a l l y  i d l e  f o r  lack of markets o r  lack of raw 
mater ia ls  o r  power. And t h e  t o t a l  e f f o r t  has generally been i m -  
properly re la ted,  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 h e  Charter of Funta d e l  Este it was agreed t h a t  nat ional  
development plans would be valuable guides t o  countries i n  d i rect -  
ing t h e  use of avai lable  resources and i n  developing measures t o  
make t h e  national e f f o r t  more effect ive .  

The purpose of a planned development e f f o r t  is t o  accelera te  t h e  
r a t e  of economic growth, t o  encourage the  par t ic ipat ion of a l l  
segments of t h e  population i n  t h e  e f f o r t  and i n  t h e  f r u i t s  of t h e  
e f f o r t  and t o  a t t a i n  self-sustaining growth i n  t h e  shor tes t  rea- 
sonable period of time. The general  content of a development 
plan was specif ied  i n  t h e  Charter of Punta del  Este. 

I n  t h e  public sector  programs and projects ,  which have an impact 
upon t h e  government budget, would be specified and developed i n  
d e 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  f inancing provided 
f o r .  I n  the  p r iva te  sec to r  much l e s s  speci f ic  treatment of pro- 
grams and projects could be included, except insofar  as  pr ivate  
investors  have presented t h e i r  own plans. For t h e  p r iva te  sec- 
t o r  t h e  pr incipal  elements i n  t h e  national p h n  would concern 
governmental pol ic ies  and measures designed t o  encourage and in- 
f h e n c e  investment 

The bes t  plans w i l l  be those Importantly concerned with pol ic ies  
and measures which would energize t h e  l a t e n t  i n i t i a t i v e  of t h e  
p r iva te  sector ,  which would bring human resources -- now i d l e  -- 
i n t o  economic a c t i v i t i e s ,  which would promote competition and 
which would provide opportunity and incentive t o  t h e  entrepreneur. 
Such plans w i l l  merit maximum encouragement and support from ex- 
t e r n a l  sources. 

Procedures were outl ined i n  t h e  Charter f o r  external  ass is tance 
i n  f o d t i n g  and considering Development Phns :  

In ternat ional  ass is tance a s  wel l  a s  assistance from other  
governments would be  offered countries i n  creat ing t h e i r  
planning agencies and t r a in ing  s t a f f  and i n  t h e  preparation 
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 r e  submitted t o  it, and offering suggestions t o  t h e  gwern- 
ment f o r  modifying and strengthening t h e  Plan. After being 
s a t i s f i e d  with t h e  r e su l t s ,  t h e  panel would be prepared t o  
o f fe r  comments and recommendations concerning t h e  Plan t o  
appropriate external  financing sources. 

A t  t he  request of a gwernment, and a f t e r  an adequate review 
had been made of t h e  plan, a financing i n s t i t u t i o n ,  such as  
t h e  Internat ional  Bank f o r  Reconstruction and Dwelopment 
(IBRD) o r  t h e  Inter-American Development Bank (IDB), would be 
prepared t o  organize a group of in te rna t iona l  ins t i tu t ions  
and in teres ted governments t o  consider coordinated arrange- 
ments t o  a s s i s t  i n  financing t h e  external  resources needed 
t o  implement t h e  plan. 

The Charter of Punta d e l  Este a l s o  ant ic ipates  t h e  need f o r  
periodic review of progress and provides f o r  an annual re- 
view culminating i n  a meeting of t h e  InterAmerican Economic 
and Socia l  Council (UN) (IAECOGOC) a t  min i s t e r i a l  l eve l .  
The review of each country's progress would consider ac tua l  
performance and accomplishment i n  r e l a t i o n  t o  t h e  schedules 
s e t  f o r t h  i n  t h e  national plan. The review would ident i fy  
those act ions  t o  which greater  e f f o r t  must be given a s  wel l  
a s  those features  i n  the  Plan which might require  some 
adjustment . 
Long-range commitments of external  ass is tance i n  support of 
a nat ional  plan w i l l  be  subject  t o  adequate performance i n  
implementing t h e  Plan. The annual review process, together 
with continuing evaluation by our f i e l d  missions, w i l l  
enable the  Agency f o r  In ternat ional  Development (AID) t o  
assess progress i n  r e l a t ion  t o  our long-range conrmitment. 

Interim Assistance Pending Completion of National Plan 

Most countries w i l l  need a t  l e a s t  another year, and sometimes 
subs tan t i a l ly  more, t o  reach an advanced s tage of planning. Dur- 
ing t h e  period p r i o r  t o  t h e  completion of a sa t i s fac to ry  nat ional  
development plan, progress must not s tand s t i l l  and it w i l l  be 
e s s e n t i a l  t o  press ahead, pa r t i cu la r ly  i n  i n i t i a t i n g  p r i o r i t y  
programs, i n  completing projects  already s t a r t e d  and i n  begin- 
ning basic i n s t i t u t i o n a l  reforms. 

In  some cases l imi ted short-run balance of paymnts assistance,  
supplementing IMF s t a b i l i z a t i o n  arrangements, w i l l  be 
enable countries t o  improve subs tan t i a l ly  t h e  ' ' c l - ~ e ~  
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private  enterprise and investment. Such s tab i l i za t ion  programs 
a r e  designed t o  reduce res t r i c t ions  upon pr ivate  enterprise and 
t o  s t i m u h t e  business confidence. 

High pr io r i ty  programs and projects can often be readily identi-  
f i e d  in advance of a completed plan. They w i l l  vary among coun- 
t r i e s  but generally w i l l  include t h e  expansion of educational 
and t ra ining f a c i l i t i e s  t o  improve human resources, projects t o  
increase agr icu l tu ra l  productivity and employment opportunities 
f o r  r u r a l  workers, housing f o r  low-income groups and infras t ruc-  
t u r e  projects i n  t h e  public sector.  

Among the  basic i n s t i t u t i o n a l  r e f o m  most urgently required a r e  
continuing improvements in t a x  administrat ion and tax systems ; 
t h e  strengthening of government services i n  agr icul ture ,  educa- 
t i o n  and public health; and t h e  expansion of c red i t  f a c i l i t i e s  
f o r  small-scale farming, housing and industries.  Such reforms 
could be s ta r ted  in prac t ica l ly  a l l  countries without r i s k  of 
inconsistency with t h e  nat ional  p h n  which would be completed 
subsequently . 
Support by AID of a c t i v i t i e s  such as  those outlined above w i l l  
take in to  account the  self-help and reform measures which the  
recipient  country i s  prepared t o  undertake. !he preponderant 
pa r t  of AID ass is tance w i l l  be extended on a loan basis with 
terms r e h t i v e l y  easy but with repayment i n  dol lars .  Moreover, 
recipient  countries w i l l  be expected t o  provide t h e  bulk of t h e  
resources required t o  carry out programs. 

~ e w  Arrangements t o  Promote Foreign Trade 

In order t o  improve t h e  opportunities t o  expand foreign t rade  and 
export earnings of I a t i n  American countries and t o  reduce t h e  
sever i ty  of periodic fluctuations in world markets, which resu l t  
from factors  outside t h e  control of individual countries, cer ta in  
proposals a re  under intensive examination by m u l t i h t e r a l  o r  
in ternat ional  groups. 

An examination of t h e  coffee s i tua t ion  i s  now being made t o  deter- 
mine whether a basis ex i s t s  f o r  negotiating an internat ional  
agreement t o  s t a b i l i z e  t h e  market f o r  coffee. Coffee i s  the  
principal.export product of I a t i n  American countries, accounting 
f o r  more than half t h e  export earnings of five countries and 
being an important export of eight others. From a peak of about 
$1 per pound i n  1954 t h e  p r ice  of coffee has f a l l e n  t o  about 34 
cents. Despite steady but slow growth i n  world consumption, ex- 
por t  earnings of I a t i n  American countries from coffee in 1960 of 
$1.4 b i l l i o n  were about 35% below t h e  high point of 19%. Surplus 

stocks now amount t o  about one and one-half years' consumption 
needs and annual production exceeds consumption by 25%. The 
international agreement would be designed t o  s tab i l i ze  prices 
a t  or near present levels  and t o  work down gradually the  surplus 
stocks now overhanging t h e  market. 

The Ia t in  American countries have themselves already formed two 
separate regional groupings t o  provide Larger market areas f o r  
t h e i r  products. Four centra l  American countries have joined in 
forming a common market i n  which nearly a l l  t h e i r  products now 
move within the  area  without any t a r i f f  barr iers ,  and they a r e  
i n  t h e  process of establishing common external t a r i f f s .  Costa 
Rica, the  f i f t h  Central American country, has s ignif ied inten- 
t i o n  of joining t h i s  arrangement. 

The I a t i n  American Free Trade Area, the  members of which a r e  
Argentina, Chile, Brazil, Umguay, Paraguay, Ecuador, Colombia 
and Mexico, i s  designed t o  provide a s ingle  market area f o r  
specified products of member countries. The pr incipal  products 
t o  benefit from t h i s  arrangement w i l l  probably be those of new 
industries not ye t  established. Although a centra l  organiza- 
t i o n a l  mechanism has been s e t  up, l i t t l e  pract ical  effect  has 
yet  been achieved. 

Proposed Program f o r  FY 1963 

Lending for  Economic and Social Development. In FY 1963 several 
major countries a r e  expected t o  reach t h e  stage i n  t h e i r  devel- 
opment planning which w i l l  permit t h e  effect ive use of long- 
range development financing. It w i l l  be i n  t h e  U.S. in te res t  i n  
such cases t o  make long-range commitments i n  combination with 
other industrialized countries and internat ional  f inanc ia l  
ins t i tu t ions .  Such commitments would provide f o r  both general 
program support - t h a t  i s ,  cap i ta l  goods and indus t r i a l  raw 
materials - and funding f o r  par t icular  development projects.  In  
t h e  case of countries which have not yet  formulated a comprehen- 
s ive p h n ,  it w i l l  be necessary t o  consider development financing 
projects t h a t  w i l l  f i t  in to  future  development p h n s  of the  
country. The a b i l i t y  of the  I a t i n  American countries t o  design 
sound developmental p h n s  and projects and t o  take t h e  necessary 
self-help actions t o  back up these projects i s  increasing, and 
t h e  l eve l  of lending f o r  economic and soc ia l  development can be 
expected t o  increase correspondingly. In  FY 1961 development 
loan commitments tota led $133 million; i n  FY 1962 t h e  l eve l  of 
lending from the  IDB Social Progress 'hust  Fund, development 
loans, and other sources may t o t a l  over $500 million, as  com- 
pared t o  an estimated $685 million in FY 1963 ($510 million re- 
quested for  FY 1963 and $175 million IDB Trust ~un- 



Grants f o r  Development. The $100 million grant program requested 
f o r  FY 1963 f o r  assistance t o  educational development, planning 
er?d hpt ter  rrcmern-ner?t s&~ir?!~tra t icr!  ell3 imprm.re3 r v r s l  i=ti+,u- 
t ions  i s  slyghtly below the  estimated FY 1962 level .  These activ- 
i t i e s ,  which a r e  individuaUy not massive, are v i t a l  ingredients 
t o  the  development of human s k i l l s  and inst i tu t ions  necessary t o  
successful development. However, it i s  pLanned t o  keep a l l  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 g h t  of the 
new c r i t e r i a ,  bearing i n  mind the  desirabi l i ty  of sh i f t ing  t o  
development lending as rapidly as sui table  programs a r e  developed. 

Supporting Assistance. A $15 million program of Supporting Assist- 
ance i s  proposed f o r  FY 1963, a major reduction from FY 1961 and 
FY 1962 l w e l s .  This i s  based on favorable assumptions t h a t  
development a id  w i l l  provide an adequate subst i tute  and bring 
about t h e  necessary growth. However, there  remains a continuing 
need f o r  supporting aid  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 in  the  I a t i n  American scene. 

Bolivia, which has experienced chaotic economic and p o l i t i c a l  con- 
d i t ions  over the past several years, continued t o  require external 
support i n  FY 1962 a t  a l eve l  of $16 million. Supporting ~ s s i s t -  
ance funds were increased abwe the or iginal  amount pLanned i n  
order t o  avoid the  imminent collapse of t h e  s ta te  mining corpora- 
t i o n  and the state-operated railways, and i n  response t o  President 
Paz's emergency request t o  President Kennedy for  assistance i n  
establishing l a w  and order. As a precondition t o  such a id  the  
Government of Bolivia took the po l i t i ca l ly  d i f f i cu l t  but economi- 
ca l ly  necessary steps t o  increase gasoline taxes, t o  remove Labor 
veto power over management decisions and t o  reduce employment of 
surplus workers i n  the  s t a t e  mining corporation. In  M 1963 it 
i s  planned t o  reduce Supporting Assistance to  the  l eve l  of $4 
million. Efforts w i l l  continue t o  a i d  Bolivia t o  increase pro- 
duction f o r  export and reduce i t s  balance of payments d e f i c i t  so 
t h a t  s imilar  a id  w i l l  not be required i n  future years. 

The precarious s i tuat ion i n  Haiti  continues. Although the Haitian 
Government has requested assistance from the t r i p a r t i t e  group of 
t h e  Organization of American States  (OAS), Inter-American Devel- 
opment Bank, and the Economic Commission f o r  I a t i n  America (ECLA) 
i n  the  formulation of a national development plan, Haiti  does not 
y e t  qual i fy  f o r  long-range commitments. A t -  the same time, con- 
t inued existence of almost hopeless poverty and a backward eco- 
nomic, social ,  and p o l i t i c a l  s t ructure  make this  country one of 
t h e  worse danger spots i n  the hemisphere f o r  Castro-Communist 
i n f i l t r a t i o n .  The most productive possibi l i ty  f o r  U.S. ass is t -  
ance strategy appears t o  be t o  provide the Baitians with limited 

ass is tance keyed t o  developmental projects which a t  t h e  same 
time w i l l  stimuLate employment and r a i s e  l iv ing standards i n  
n.~r.sl FA!+!. W!dget cvppc?r+, w?-t?& w ~ s  T P ~ ? _ V ? ~ ~  3n rprn-t. y - ~ e ,  
i s  being eliminated, making it possible t o  reduce M 1963 a i d  
levels  substant ia l ly  from FY 1962. 

The t h i r d  area requiring Supporting Assistance i n  FY 1963 i s  the  
Eastern Caribbean, where the  maintenance of our r igh t s  t o  m i l i -  
t a r y  f a c i l i t i e s  on Trinidad, Barbados, Antigua, St .  h c i a ,  
Jamaica, and Grand Turk have resulted i n  the  commitment of the  
United States  t o  assistance i n  the  development of cer ta in  proj- 
ec t s .  Our proportionate share i n  the  financing of these projects 
i s  s t i l l  being negotiated, the  s i tua t ion  being fh-ther compli- 
cated by the  breaking up of the  proposed West Indies Federation. 
U.S. programmed Supporting Assistance t o  t h i s  area f o r  FY 1963 
i s  designed t o  satis* the  cmit.mantn as interpreted hy t h e  
United States  based on a f a i r  appraisal of the  recommendations 
made by t h e  U.S. Delegation t o  the  Defense Area negotiations of 
1961. 

Machinery f o r  Administration of Programs i n  Latin America. As our 
programs a r e  i n  the  f i r s t  phase of major reorientation, so a r e  
the  various mechanisms established and avaiLable t o  administer 
ass is tance programs. The United States  has pLaced major empha- 
s i s  on strengthening the  Latin American ins t i tu t ions ,  both 
national and mult i la teral .  As an important objective of the  
Alliance f o r  Progress t h i s  has been expressed through various 
forms of U.S. Support t o  the  IDB, the  OAS, the  U.N. ECLA and the  
Panel of Experts. 

The Inter-American Development Bank i s  currently administering a 
Social Progress Trust Fund established by the United States  with 
a contribution of $394 million. Under t h e  Agreement between t h e  
United States  and the Bank loans a r e  made from the  Trust f o r  the  
following four a c t i v i t i e s :  (1)  Iand settlement and full Land- 
use; (2)  low income housing; (3 )  community water supplies and 
sani ta t ion,  and ( 4 )  advanced education and training. It i s  es t i -  
mated that i n  the  f i r s t  year of operation the Bank w i l l  have 
committed more than $200 million. 

Under a contract with the  U.S. Government the  aAS has undertaken 
e f fo r t s  which a re  aimed a t  strengthening national and regional 
development pLanning i n  I a t i n  America, including t h e  f i e l d s  of 
education, public health, and public administration. The tech- 
niques employed by the OAS include special  missions, seminars, 
and t ra ining programs. Under the  auspices of the  aAS and the 
terms of the  Charter a t  Punta de l  Este a nine-man panel of ex- 
per ts  has been organized t o  review and analyze the,crn,-- 



plans a s  submitted by gwernments. This panel consists of out- 
standing l a t i n  American and U.S. experts i n  t h e  f i e l d  of develop 
ment planning. 

The U.B. Economic Commission f o r  l a t i n  America a lso plans t o  
assume an important r o l e  i n  conducting economic studies useful 
i n  t h e  development process. It has organized an Economic Devel- 
opment I n s t i t u t e  i n  Santiago t o  provide top l eve l  t ra ining f o r  
persons engaged i n  national decision-mking processes on the  
u t i l i z a t i o n  of avai lable  resources. 

The FY 1963 program does not presently contemplate supplementing 
t h e  resources avai lable  t o  the  mul t i l a te ra l  ins t i tu t ions  f o r  
t h e i r  planned a c t i v i t i e s .  To the  extent,  however, t h a t  t h e i r  
a c t i v i t i e s  a r e  accelerated beyond current ra tes ,  consideration 
w i l l  be given t o  t h e  t ransfer  of additional funds of these agen- 
c ies .  The Agency f o r  Internat ional  Development i s  t h e  principal 
instrument t o  administer U.S. ass is tance in FY 1963. I t s  focus 
w i l l  be primarily on the  development plans which a r e  being 
analyzed and reviewed through mul t i l a te ra l  channels of the  OAS 
panel of experts, t h e  IDB, the  World knk,  or t h e  Organization 
f o r  European Economic Cooperation and Development. In addition, 
it w i l l  continue t o  provide financing f o r  development loans and 
grants.  

In  t h i s  f i r s t  year of u t i l i z i n g  mul t i l a te ra l  machinery, it has 
become evident t h a t  hard and f a s t  delineation of responsibi l i t ies  
between t h e  various ins t i tu t ions  i s  not practicable.  The work 
of the  financing ins t i tu t ions  and t h e  b i l a t e r a l  e f fo r t s  ~f the  
United States  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  r o l e  but t h i s  cannot be confined t o  individual 
functions, tasks,  or a c t i v i t i e s .  

Both t h e  mult i la teral  ins t i tu t ions  and the  U.S. agencies engaged 
i n  providing assistance have agreed t h a t  the re  i s  no subst i tute  
f o r  close working relationships i n  bringing about effect ive 
administration. This has been encouraged within t h e  U.S. Oovern- 
ment through an Alliance f o r  Progress Connuittee, headed by the  
U.S. Coordinator f o r  the  Alliance, with membership from the vari- 
ous U.S. Government agencies concerned with t h e  economic and 
soc ia l  dwelopment of Latin America, and t h e  U.S. representatives 
t o  t h e  mul t i l a te ra l  agencies. In  addition t o  t h e  day-to-day 
working relationships with the  internat ional  ins t i tu t ions ,  there  
a r e  exis t ing formal mechanisms which consider t h e  various act ivl -  
t i e s  on a country-by-country basis.  

The organizational arrangements and working relationships have 
y e t  t o  be f u l l y  tes ted and improvements w i l l  take place i n  t h e i r  
evolution. Progress i s  being made both i n  Washington and i n  the  
f i e l d  i n  the delegation of increased authority and responsibili-  
t i e s  of the o f f i c i a l s  charged with carrying out the  Alliance f o r  
Progress. 

New Directions i n  AID Programs. In the  Latin American region a 
d r a s t i c  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 
individual forms of technical assistance has been changed t o  a 
major cooperative e f fo r t  which mabes the  United States  a partner, 
through development lending, i n  long-term programs of economic 
development keyed t o  steady progress i n  mabing v i t a l  social  and 
economic r e f o m .  

Various facets of t h i s  changed direct ion a r e  ref lected i n  (1)  
emphasis on specif 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 ia l ized nations, other f inancial  
ins t i tu t ions  and U.S. Land-grant univers i t ies  of t h e  United 
States ,  (5 )  adaptation of program t o  major goals such a s  eco- 
nomic integration, (6) re la t ing  assistance programs t o  commodity 
and t rade problems, and (7) reorientation of f i e l d  missions. 

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

A major portion of the  proposed a i d  program i s  keyed t o  develop 
ment plans which w i l l  have as  t h e i r  objective rapid growth t o  
t h e  point of self-sustainment. Recognition i s  a l so  given t o  
t h e  short-term and the  des i rab i l i ty  of supporting projects which 
can eventually become par t  of a long-range plan. 

During the current f i s c a l  year U.S. A I D  missions i n  Latin America 
have re-evaluated t h e i r  programs i n  an e f f o 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 r e h t e d  t o  long-range devel- 
opment goals. In some cases t h e  elimination of such projects 
required lengthy negotiations with the  national gwernments 
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concerned because they resulted i n  closing down cooperative pro- 
6;.mo Yf Y C a r C ~  ,,,,.,,.,. +c .7a3 . - in  %% m:;;. c x k .  przjcct~ -re b e : ~  
eliminated, and negotiations a r e  continuing for the  termination 
of others. 

There a r e  several notable examples of these changes. In Panam 
steps  were taken t o  phase out long standing cooperative act ivi -  
t i e s  i n  education, health,  and agriculture; a l l  three  "servicios" 
or cooperative services a r e  scheduled t o  be turned w e r  t o  the  
Panamanian Government t o  continue operation, but without requir- 
ing fu r ther  U.S. f inancial  support, by the  end of the  current 
calendar year. In Costa Rica the  two existing servicios  of the  
U.S. A I D  Mission are a l so  being terminated. In El  Salvador e ight  
projects have been scheduled f o r  termination t o  permit greater  
csncentrztisn sf' ef?srts i n  s ther  EelOs. m e  P 2  Mission i n  
Peru has already turned over responsibi l i ty  for  operation of t h e  
agr icu l tu ra l  servicio t o  t h e  host government and expects t o  trans- 
f e r  responsibi l i ty  f o r  servicios i n  health,  education, employment, 
and r u r a l  development during t h e  current f i s c a l  year. 

Our program i n  Northeast Brazi l  i s  a re f lec t ion  of joint  U.S.- 
&czilier;  effsd t o  .'=I v i t k  <he prierit; ec.snz-;tc 
and soc ia l  problems i n  t h e  context of a well-conceived plan on 
more than a one-year basis.  As p r t  of t h i s  e f fo r t ,  participa- 
t i o n  i s  anticipated by other industr ia l ized nations and inter- 
national f inanc ia l  ins t i tu t ions .  

The proposed program f o r  Central America i s  another s tep  fonrard 
t o  the  goal of economic integration. A l l  t he  individual country 
programs were examined i n  t h e  l i g h t  of regional requirements. 
In addition, specif ic  programs a r e  requested which w i l l  a i d  t h e  
furtherance of t h e  goal of integration. 

Other e f fo r t s  under way include a program t o  improve t ra ining t o  
increase t h e  a-reilabili ty cf scarce h3,nnan s k i l l s  tLlmxgIi +&e W, 
I a t i n  American countries, t h e  Organization f o r  Economic Coopera- 
t i o n  and Development (OECD) and i t s  members, and the  United 
States .  
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Argentina i s  roughly equivalent i n  s i z e  t o  a l l  of the  United 
S ta tes  eas t  of the  Mississippi River with a population of over 
21 m! 1 I! on of prec!o~in-wtly Ttelisn s l d  Spsnish extrect ion.  T ~ P  
governmental s t ructure  of Argentina i s  described i n  t h e  National 
Constitution as  a republican, representative and federa l  democ- 
racy, but an elected administration could not long remain i n  power 
without t h e  support of t h e  b e d  Forces. 

Signif icant  s t a t i s t i c s ,  with comparison t o  the United States ,  t e l l  
pa r t  of t h e  story: 

Aru ent ina United States  

Per Capita GIVP 
Calories Per Day Per Capita 

$454 $2,800 
3,360 3,220 

Infant. -Mrt.nlity (deaths pr ior  t o  
age one per  1,000 l i v e  b i r ths )  61 26 

Li fe  Expectancy 59 F S .  

Literacy 
Rate of Population Growth 

86 8 
2.0 $ 

i: rs- 
1.7 % 

Cost of Living Index 
( ~ u e n o s  Aires) (1953 = 100) 670 l l 2  

Unt i l  recent times Argentina pursued a strongly na t iona l i s t i c  
anti-U.S. policy. Since the  overthrow of Peron, and largely due 
t o  the  e f f o r t s  of President Frondizi, Argentina has moved toward 
closer  cooperation and friendship with t h e  United States .  These 
e f fo r t s ,  and the  attempt t o  maintain constitutional government, 
have been severely jeopardized by recurrent governmental c r i ses  
and the  constant th rea t  of a mi l i t a ry  takeover. The future  of 
democracy i n  Argentina largely depends on Frondizi's a b i l i t y  t o  
continue h i s  term of o f f i ce  and acccnplish a peaceful, democratic 
succession. Since h i s  inauguration k o n d i z i  has suz7riv$ some 30 
government cr ises  which threatened t o  r e s u l t  in h i s  overthrow and 
bring about mil i tary rule.  A successful military takeover m u l d  
undoubtedly lead t o  a rapid increase i n  the  strength of t h e  Com- 
munists and t h e  extreme l e f t .  

The N r c h  1962 elections f o r  half of t h e  lower house of Congress 
a r e  v i t a l  t o  the  future  of k o n d i z i ' s  Radical I n t r a n s i ~ e n t  Partx 
(UCRI) and h i s  economic development program, but a r e  of even 
greater  i m p r t  f o r  t h e  1964 president ia l  election. 

Frondizi came in to  o f f ice  with the  support o f t h e  Peronists and 
Cammuuists. He was compelled t o  embark on a vide se r ies  of unpop- 
ular economic measures, including a severe auster i ty  program 
which alienated many elements i n  t h e  electorate. In  addition he 

reversed t h e  trend toward state-owned enterprise and encoyaged 
pr ivate  investment and par t ic ipat ion i n  the economy, including 
+he psr+ 'r !p~+!on  of Amerjcm-owed  "11 c n m p ~ n ! ~ a .  9 f a  d w l  !n- 
ing popularity was indicated i n  the  Buenos M r e s  elections of 
February 1961 when h i s  party ran t h i r d  i n  a f i e l d  of three  major 
par t i es  which was l ed  by t h e  Communist-supported Argentine 
soc ia l i s t  party. The forthcoming elect ion i s ,  therefore, a v i t a l  
t e s t  of Frondizi's economic and p o l i t i c a l  pol ic ies .  H i s  party, 
representing about 20% of the  vote, must f ind  support among the  
right-wing Peronists, the  Conservatives and t h e  left-of-center. 

Argentina i s  the  most economically advanced country i n  South 
America. I t s  economic position is roughly analogous t o  tha t  of 
the  poorer European countries i n  the  l a t e  1940s. The develop- 
ments of t h e  next few years w i l l  largely determine whether 
-Argent.ina i s  t.o move rapidly ahead in to  self - s u s t . e i n i ~  grnvth -- 
no longer requiring external assistance -- o r  be beset by insup- 
erable economic d i f f i c u l t i e s  and stagnation. 

h-ondizi has successfully reduced t h e  r a t e  of inf la t ion.  Thus, 
although the  cost  of l iv ing  doubled i n  1958, it increased only 
30% i n  1960; and l e s s  than 19% i n  1961. On the  other hand, a f t e r  
improving dramatically since 1958 foreign exchange reserves have 
declined from $658 million i n  t h e  t h i r d  quarter of 1960 t o  $454 
million i n  January of 1962. In addition the re  was a t rade d e f i c i t  
of $400 million i n  1961. A continuation of t h i s  reserve decline 
m u l d  necessitate t h e  v i r tua l  termination of the  Argentine devel- 
o p e n t  program. 

Agriculture, which provides 95% of the  country's exports, has 
f a i l e d  t o  increase i t s  productivity, with the  r e s u l t  tha t  foreign 
exchange earnings of the  country a r e  ent i re ly  inadequate t o  sup- 
port  i t s  indus t r i a l  development. 

With the  provision of external assistance we can hope t o  bring 
Argentina t o  a stage of self-sustained growth within a re la t ive ly  
short  period of time. This is  one of t h e  most hopeful countries 
f o r  a r e a l  breakthrough i n  the  Alliance f o r  Progress. 

Self-Help Measures 

From 1958 t o  1961 the  government discharged 50,000 employees as  
par t  of a courageous and p o l i t i c a l l y  d i f f i c u l t  program t o  reduce 
t h e  m r k  force of 1,000,000 federal  employees t o  half t h a t  level .  

In  1958 h-ondizi embarked upon a broad program of self-help meas- 
ures designed t o  reor ient  the  economy toward f r e e  enterprise and 
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t o  promote economic growth while maintaining a s table  exchange 
r a t e  and suppressing inf la t ion.  Monetary and f i s c a l  r e f o m  of 
broad scope have been undertaken i n  order t o  rec t i fy  some of the  
damage done t o  the  economy by the  Peron regime. In dismantling 
economic controls, the  Government of Argentina abolished the  
multiple exchange r a t e  system i n  ear ly  1959. 

Private enterprise already i s  act ive  i n  the  formerly wholly s ta te -  
operated petroleum industry and has taken over former s t a t e  r a i l -  
way repair  shops and other f a c i l i t i e s ,  river-dredging operations, 
and cmss-country bus l ines .  I n  1958 the  o i l  resources of the  
country were opened t o  foreign exploration, reversing the  trend 

of the  Peron era  and making Argentina substant ia l ly  s e l f -  
suff ic ient  i n  o i l ,  saving $280 million i n  foreign exchange 
yearly. American and European companies a re  operating throu&- 
out Argentina. 

In Aqus t  1961 a National Development Council was s e t  up i n  the  
Office of the  President t o  do the  medium and long-range planning 
required by the  Alliance f o r  Progress. This council has been 
directed to p u l l  together and coordinate existing development 
plans, grouping them i n  sectors,  and assigning pr io r i t i e s .  
Where gaps i n  sector  planning exis t ,  the  council is t o  expedite 
the  necessary studies f o r  completion. 

The over-all e f fec t  of t h i s  broad program of self-help has been 
t o  inspire  new confidence i n  the  economy and increase the  mobill- 
zation of domestic resources. 



Argentina i s  approximately the  s i z e  of the  United States  east  of 
t h e  Mississippi River with over 21 million people of predomi- 
- . - nL? -.r Tr=r..l c)-. s-3 Tfsl ? l n  Z X ~ T C ? ~ ~ ? ? .  mp En:r~?nmp:+~! a t 2 . c ~ -  
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t u r e  of Argentina i s  i n  many respects similar t o  t h a t  of the 
United S ta tes ,  and i s  described i n  the  National Constitution as a 
republican, representative and federal democracy, but an elected 
administration could not long remain i n  power without the  acqui- 
escence of the  Armed Forces. 

Until recent times Argentina pursued a strongly na t iona l i s t i c  
anti-U.S. policy. Since the  overthrow of Peron, and largely due 
t o  the  e f f o r t s  of F'rondizi, Argentina has moved toward closer 
cooperation and friendship with the  United States.  These e f fo r t s ,  
and the  attempt t o  maintain constitutional government, have been 
severely jeopardized by recurrent governmental c r i ses  and the  
constznt tk ree t  of a m i l i t q  t ~ k e ~ l v e r .  !?he fllt,i*rs of democracy 
i n  Argentina Largely depends on F'rondizi's a b i l i t y  t o  continue 
h i s  term of o f f i ce  and accomplish a peacefW, democratic succes- 
sion. Since h i s  inauguration Frondizi has survived some 30 gov- 
ernment c r i ses  which threatened t o  resu l t  i n  h i s  overthrow and 
bring about m i l i t a r y  rule.  A successful mili tary takeover would 
undoubtedly lead t o  a rapid increase i n  the  strength of the  Com- 
munists and the extreme l e f t .  

The Mrch  1962 elections f o r  half of t h e  lower house of Congress 
a re  v i t a l  t o  the  future  of F'rondizi's Radical Intransigent Party 
(WRI) and h i s  economic development program, but a re  of even 
greater  import f o r  the  1964 presidential  election. 

Frondizi came in to  o f f ice  with the support of the  Peronists and 
Communists. He was compelled to embark on a wide se r ies  of unpop- 
ular  economic measures, including a severe auster i ty  program 
which al ienated many elements i n  the  electorate.  In  addition he 
reversed t h e  trend toward state-owned enterprise and encouraged 
pr ivate  investment and par t ic ipat ion i n  the  economy, including 
the par t ic ipat ion of American-owned o i l  companies. His declining 
popularity was indicated i n  the Buenos Aires elections of Febru- 
ary 1961 when h i s  party ran th i rd  in a f i e l d  of three  major par- 
t i e s  which was l ed  by the  Communist-supported Argentine s o c i a l i s t  
party.  The forthcoming election i s ,  therefore, a v i t a l  t e s t  of 
Frondizi 's  economic and p o l i t i c a l  pol ic ies .  His party, repre- 
senting about 20$ of the  vote, must f ind  support among the  r ight-  
wing Peronists,  the  Conservatives and the left-of-center. 

Country Background 

General P o l i t i c a l  and Economic Situation. Argentina was well 
along t h e  way tovard self-sustaining economic growth pr io r  t o  the  
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Peron dictatorship,  but i n  the  10 years under that regime became 
v i r tua l ly  bankrupt. I t s  agr icul tural  economy was nearly 
destroyed, v i t a l  public f a c i l i t i e s  were neglected, and the  indus- 
t i . ial  plant was permitted t o  wear out. For example, a f t e r  10 
years of Peron it was estimated t h a t  t h e  t o t a l  value of all cap- 
ital invested i n  railroads i n  1955 was half the value i n  1925; 
and per capi ta  Gross National Product (GW) was ac tus l ly  l e s s  i n  
1955 than it was i n  1947. 

Since Peron, the  po l i t i ca l ,  ins t i tu t iona l  and f inancial  climate 
has improved, and important sectors of the  Argentine economy a re  
being recapitalized. Approximately $1.5 b i l l i o n  i n  external cap- 
ital has been injected in to  the  economy since May 1958, of which 
over $400 million was pr ivate  investment. Growth has been very 
irregular,  ranging from a decline of 4.8$ i n  GKP i n  1959 t o  an 
average increase of 5% i n  1960 and 1961. The per capi ta  GKP in 
1961 was $454. M i k e  most Latin American countries, there i s  a 
large middle class,  land ownership i s  widespread, and 86% of the  
population i s  l i t e r a t e .  

However, t h i s  period of t r ans i t ion  has created severe s t ra ins  on 
the economy. The cost of l iv ing rose lg$ i n  1961. The t rade 
d e f i c i t  f o r  1961 was $400 million, double tha t  of 1960. In  

t., . = 



addition there has been virtual stagnation in agricultural pro- 
ductivity, which supplies 95$ of the country's exports. 

Interfering vith substantial improvement in the agricultural sit- 
uation is the shoFage of highly skilled agricultural specialists, 
lack of mechanization and inadequate credit. 

A further important factor retarding economic growth is inadequate 
transport. Paved road mileage will have to be doubled in 10 
years; railways and airports require substantial modernization, 
and the main harbor, that of Buenos Aires, is in need of major 
refurbishing of its freight-handling facilities. In 1955, 65% 
of the rolling stock of the railways was more than 45 years old. 

A deficit of vell over one million units must be met in order to 
provide adequate housing, while adequate parer will require the 
construction of facilities generating an additional 25 billion 
KWH by 1970. 

In February the United States announced it was prepared to pro- 
vide assistance totaling $150 million to aid in the development 
of Argentina. This assistance was to be made available for spe- 
cific projects and development imports to be financed by the 
Export-Import Bank and AID, $50 million by Ex-Im Bank and $100 
million by AID. Of' the AID portion, $20 million is being made 
available for capital imports, $60 million for projects which 
were being reviewed by AID at the time of the commitment, and $20 
million for projects still to be submitted. In addition to pro- 
viding resources essential to development, the credits announced 
had the salutary effect of strengthening the peso. 

None of the project funds will become available except as spe- 
cific projects are mutually agreed upon by the lender and the 
Government of Argentina. 

Self-Help and Social Refom 

From 1958 to 1961, the government discharged 50,000 employees as 
part of a courageous and politically difficult program to reduce 
the mrk force of 1,000,000 federal employees to half that level. 

In 1958 Frondizi embarked upon a broad program of self-help meas- 
ures designed to reorient the economy toward free enterprise and 
to promote economic growth while maintaining a stable exchange 
rate and suppressing inflation. Monetary and fiscal reforms of 
broad scope have been undertaken in order to rectify some of the 
damage done to the economy by the Peron regime. In dismantling 

economic controls, the Government of Argentina abolished the 
multiple exchange rate system in early 1959. 

Private enterprise already is active in the formerly wholly 
state-operated petroleum industry and has taken over former 
state railway repair shops and other facilities, river-dredging 
operations, and cross-country bus lines. In 1958 the oil 
resources of the country were opened to foreign exploration, 
reversing the trend of the Peron era and making Argentina sub- 
stantially self-sufficient in oil, saving $280 million in foreign 
exchange yearly. American and European companies are operating 
throughout Argentina. 

In August 1961 a National Development Council was set up in the 
Office of the President to do the medium and long-range pLanning 
required by the Alliance for Progress. 'Phis council has been 
directed to pull together and coordinate existing development 
plans, grouping them in sectors, and assigning priorities. 
Where gaps in sector planning exist, the council is to expedite 
the necessary studies for completion. 

The over-all effect of this broad program of self-help has been 
to inspire new confidence in the economy and increase the mobili- 
zation of domestic resources. 

U.S. Assistance Stratem 

Argentina, as the most advanced nation of Latin America, appears 
to be on the point of a breakthrough into rapid economic devel- 
opment leading toward self-sustaining growth which will not 
require foreign aid. Behind Argentina's present economic diffi- 
culties lies a great potential capacity for such growth. By aid- 
ing Argentina rapidly to increase its capacity for capital forma- 
tion in the next few years, we can lead it toward the day when 
it will be our partner in assisting the less developed nations 
of the hemisphere. 

To facilitate proper mobilization of resources and aid in reach- 
ing such goals, we intend to assist the National Development 
Council to prepare coordinated sector plans with clearly assigned 
priorities. 

In the interim we intend to concentrate our efforts on projects 
in a far high priority development sectors such as agriculture, 
transportation and power. These areas will be selected on the 
basis of the effectiveness of their ultimate contribution to 
capital formation. 
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To maintain a 6% rate of growth, investment requirements for 1963 
-,,:ill +.z+" " c : ~ :  $2.5 b5:lic.n =.?qgyd ui+h $ 2 ; 2   illi in^: i n  
1961; $600 million of this will have to be foreign investment, 
and, because of groxing confidence by the business community, it 
is estimated that only $350 million of this will be needed from 
public funds. We intend to concentrate on securing European 
public resources to meet these needs. Thus, it is estimated that 
less than $200 million will be needed from U.S. Government 
sources. 

Funds from the social progress trust fund will be used to make a 
st& in meeting the current housing deficit, which is Argentina's 
most critical social problem. 

as part of the process of developent, we intend to irmist. on 
Argentine progress in working with the International Monetary 
Fund (IMF') to achieve reasonable economic stability. 

Proposed AD Program for FY 1963 

It is estimated that development lending in excess of $100 mil- 
lion will be required in FY 1963 to finance projects in transpor- 
tation, power and institutional facilities. Loans will constitute 
most of the U.S. assistance program for Argentina in FY 1963, the 
bahnce being technical advisory services in important sectors 
specifically related to priority goals. 

hhjor aspects of the FY 1963 program are the following: 

(1) Support of the National Development Council's program 
for establishing national economic development priori- 
ties and long-range planning, by a $1 million loan and 
$370 thousand grant for technical and economic studies. 

(2) A $1 million grant for scientific studies to increase 
beef production and quality for export. 

(3) Improvement of higher education in the critical fields 
of economics, science, engineering, and agriculture, by 
grants of $1.870 million for six university contracts, 
and loans of about $ll million for vocational and agri- 
cultural secondary school modernization. 

(5) Help overcome the housing deficit, by loans of abut 
$20 million. 

(6) If the Industrial Development Bank's studies indicate 
the economic desirability of the El. Chocon hydroelec- 
tric project, p&icipation in this project to the 
extent of $30 to $60 million, if $200-$275 million 
additional financing from European and multilateral 
sources can be obtained. 

Our aid programs in Argentina have consisted almost exclusively 
of a few small technical assistance activities. We intend to 
completely reorient the program in Argentina toward lending for 
specific development projects designed to increase Argentina's 
capacity for rapid growth. 

Some illustrations of past technical assistance projects are: 

The Institute for the Development of Executives in 
Argentina (IDEA) was founded with U.S. assistance in 
1960. Nearly 70 major firms have subscribed their 
membership and support of the Institute and during 
FY 1963 the organization will become financially and 
technically self-sustaining, requiring no further 
assistance from AD. 

An Aeronautical 'I'raining and Development Center was 
established in 1959 and 100 students have been gradu- 
ated in air traffic control, communications, elec- 
tronics and specialized techniques. U.S. assistance 
after 1963 xi11 be reduced to advice on course 
material. 

Since the inauguration of "Operation Beef" in 1959, 
beef herds have been increased 9% to 45.1 million head 
in 1961, despite a severe drought during that period. 



BASIC DATA 

AVERAGE 
U n i t  ARGFNTINA (UNDEV. A R E ~ S  

4REA & POPULATION 

Area ................ 1000 sq.mi. 1,08L xxx 

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

4GRICULTITRAL LAND 

..... $ of Total  Area 

Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop. 
(prim. & ~ e c .  ) ..... 

Pupils per  Teacher 
(prim. only) ....... 

REALTR 

Life  EXpectancy ..... 
People per  Doctor ... 

Mik 

Z 
No. 

Z 
Acres 

KWH/Y~  

Z 

Z 

No. 

Y r s .  

No. 

GENERAL ECONOMIC DATA 

Calendar 'years 

U n i t  - - 1959 
GROGS NATImL PRODUCT * 

TotalGNP (in 1 9 6 0 P r i c e s )  ............... $Mil l ions  8,86h 
Per Capita GNP ........................... Dollars L30 
Investment a s  Percent of GNP ............. Percent 18 

AGRICUZ,l'URAL PRODUCTION INDEX - TOTAL. ...... 1952-54=100 102 
Index Per Capita 11 ......................... 
Wheat ................................... 1,000 KC 

INDUSTRIAL PRODUCTION INDEX ............... 1953-100 

........ COST OF LIVING INDEX (Buenos Airee). 1953=100 

FOREIGN TRADE 
~ o t d  Exports (f .o.b. ) ................... $ Millions 

Meat ................................... 11 

Total  Imports (c.1.f.) II ................... 
Trade Balance 11 ....................... 

Trade with United S ta tes  (U. S. data):  ............ Exports t o  U.S. (f  .o.b. ) $ Millions 
Imports from U.S. (f.0.b.) Il .......... 

Trade Balance .................. 11 

GOLD & FOREIGN EXCHANGE (end o f  year) 
I, ...... 

(Central Bank o n u )  

CENTRAL GOVERNMENT FINANCE* FY ending Oct. 31 

................................ Total  Expenditures 
(Defense Expenditures) ....................... 
(Caprtal Outlays) ............................ 

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants b ~ o a n s )  .... 

.............. Remaining Def ic i t  ( - )  o r  Surplus (+) 

1961  st. 

9,700 
L 5% 
n.a. 

102 
88 

5, 

12  5 

670 

1,000 
225 

% 
loll 
L2 8 -m 
518 (Oct) 

-Million Dollar Equivalents - 
1959 1960 1961a 

1 2 6  1 2,051 
f232) 1272) (3h6) 
(277) (366) (5h2) 

* - Converted a t  85 Pesos per U.S. $. 
a - Preliminary actuals.  



FINANCIAL DATA 

Country, ARGENTINA 

. LGENCY FOR INT'L DEVELOPMENT TOTAL... 

Obligations and Condtment s 
(mi l l ions  of d o l l a r s  & d o l l a r  equiv. ) 

Alliance f o r  Psogresst .......... 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 Asst. (DS/SA p r i o r  to  1961) 
Other MSP Economic................... 

FOOD FOR PEACE (P.L. 4801 
T i t l e  I, Country Uses ................ .................. (Sa les  ~ ~ r e e m e n t  s) 
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

FY FY 
(1950-61) 1961 

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

FY 
1962 

3THER U.S. ECONOMIC PROGRAMS........... 

ULITARY ASSISTANCE (Programs1 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non-M.A.P. Mili tary Assistance.. ..... 

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

In te rna t iona l  Finance Corp. ........ 
Inter-American Develop. Bank ....... 
UN Tech. Assist.-CY ending i n  M ... 
UN Specia l  h d  .................... 

OTHER FREE WORLD AsSISWm .......... 

U. S. DOLLAR LOlW REPAYMENTS 
IBP and P.L. 480 b a n s  ............. 

................. Export-Import Bank 
Other Government Loans ............. 
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Bolivia i s  a land-locked country i n  west-central South fmerica 
with a population of about 3.5 million spread over some 424,000 
square miles. In  1952 a violent  and bloody revolution profoundly 
P I  +q-pr j  + , h ~  C + . V ? ! C + ~ ~ T . P  cf Ucl i 7.ri on r.ec; r,f d 71. T+ - ?-.r.~.>:;)?f C? ;,..,:_ 
t h e  Movimiento IVicionalists R volu. ior:>:.io (YB!~), a A o1.i Licril 
icovtr,cl,t i i i th broad sup1.ort amon, wor.~:~rs ar..I pc-.acai~t:,. lY15  
f~lr i- ial  ol igarchy was divested of a l l  p o l i t i c a l  power. The MNR 
came i n t o  power a s  a par ty  having a lef t -of-center ,  moderate m a -  
j o r i t y  and an extreme left-wing,  Communist-oriented minority. 
Broad s o c i a l  and economic reform was legis la ted .  Land was d i s -  
t r i b u t e d  t o  the  campesinos and large  e s t a t e s  eliminated. Major 
mines were nationalized.  The Indians were enfranchised when uni-  
ve r sa l  suffrage was introduced. The army was subordinated t o  pa r ty  
d i sc ip l ine  and reduced in  s i ze .  

The following s ign i f i can t  s t a t i s t i c s ,  with comparisons t o  the  
United S t a t e s ,  t e l l  part of the  story:  

Bolivia United S ta t e s  

Fer Capita GNP $ 62 $2,800 
Calor ies  per day per capi ta  1,880 3,220 
Infant  morta l i ty  (deaths p r io r  t o  

age one per 1,000 l i v e  b i r t h s )  102 2t 
Life expectancy p, rs. 70 vrs.  
L i t t r acy  
Rate of population growth 1.4 $ 

98 k 
1.7 k 

Cost of l i v i n g  index (1953 = 100) 3,585 112 

Since 1952, t h e  MNR has continued t o  receive broad support among 
labor unions and peasants in  s p i t e  of generally de te r io ra t ing  and 
of ten  desperate economic s i tua t ion .  It has organized an armed 
labor  and farmer m i l i t i a .  Despite Communist encroachments on t h e  
MNR l e f t ,  which receives  considerable union support, t h e  par ty  
under t h e  leadership of President Faz thus f a r  has managed t o  
maintain a reasonably moderate government. This government i s  
under constant  f i r e  from the  extreme l e f t .  Riots,  ag i t a t ion  and 
a steady flow of Communist propaganda have marked the  s t ead i ly  
r i s i n g  power of t h e  extreme l e f t  which seeks t o  capture t h e  MNR 
and overthrow the  government by force i f  necessary. The desperate 
economic s i tua t ion  of most of Bol iv ia ' s  pco,le lends strc1,t.h t o  
t h e  Comunists; and it can be r e a l i s t i c a l l y  s t a t ed  t h a t  the  i m m i -  
nent dan6er of an extreme l e f t  take-over i s  zrea ter  i n  Bolivia 
than i n  acy other  country i n  Smth  ;.merica. 

The Minis t r ies  of Labor and Education a r e  heavily Communist- 
i n f i l t r a t e d .  Universi ty f a c u l t i e s  and teachers' organizations a r e  
s t rongly  influenced by Communist philosophy; 40% of t h e  o f f i ce r s  

ERGCRESS I N  BOLIVIA 

i n  the National Confederation of University Students a r e  Comu- 
n i s t s  o r  fel low-travelers.  Local student federa t ions  a r e  a l s o  
i n f i l t r a t e d ,  with an estimated 30% of e lec ted  o f f i c i a l s  sympa- 
+he t i c  t3 C~;7z;ir;:AiLt i.!iL;"aiij&Y FLe n*tiljnal l&ijUr. 'lLirle 

workers' organizations a r e  control led  by a mixture of Commu- 
n i s t s  and members of t h e  MNR extreme l e f t .  They a l s o  ru le  i m -  
portant  mining locals ,  including the  one a t  Catavi-Siglo XX, t he  
l a rges t  mining complex i n  Bolivia. Since many of these  union 
members a r e  armed, they cons t i tu t e  a dangerous t h r e a t  t o  t h e  
government. 

A t  t he  root  of these  p o l i t i c a l  dangers i s  one of t h e  weakest and 
most poverty-striken economies i n  Latin America. Despite the  
f a c t  t h a t  bas ic  s o c i a l  reforms have been completed, t h e  Bolivians 
have been unable t o  br ing about economic growth. Per capi ta  GNP 
has ac tua l ly  decreased over the  pas t  few years. Per capi ta  in -  
c m e  i s  s u b s t ~ n t i a l l y  l e s s  than $ X O ,  -&:eh 
majori ty of the  people of Bolivia l i v e  on a 
basis.  Mortali ty r a t e s  a r e  extremely high, 
lowest ne t  r a t e  of population growth i n  a l l  
I l l i t e r a c y  i s  69% and only one out of every 
go t o  school. 

Since 1952, Bolivia has faced chronic t r ade  

means i k i t  the 
minimum subsistence 
accounting f o r  the  
Latin America. 
four children ever 

d e f i c i t s  which a t  
times have-reduced reserves t o  l e s s  than $1.5 mill ion.  The 
Bolivian Mining Corporation has incurred increased operating 
losses  culminating i n  an estimated $10-12 mil l ion  d e f i c i t  i n  1960. 
State-operated railways came t o  t h e  verge of collapse a f t e r  the  
B r i t i s h  pulled out i n  1959. Industry i s  using l e s s  than one-half 
of i n s t a l l e d  capacity.  The only major foreign investment i n  
Bolivia since 1956 has been i n  p r iva te  petroleum exploration. 
Limited employment opportunit ies and p o l i t i c a l  i n s t a b i l i t y  have 
driven t h e  country 's  small reservoir  of technical ly  t r a ined  
personnel t o  seek employment opportunit ies outs ide  Bolivia. 

Self  -Help and Socia l  Reform 

The basic s o c i a l  s t ruc tu re  was profoundly a l t e r e d  by t h e  Revolu- 
t i o n  of 1952. The landed oligarchy no longer e x i s t s  and extreme 
contras t  between wealth and poverty was eliminated. But t h e  
people have yet  t o  experience any s ign i f i can t  economic advantage 
from these  changes. 

In  June 1961, a f t e r  detaining some 60 Communist ag i t a to r s ,  t h e  
government promulgated and enforced a decree increasing e f f i -  
ciency i n  t h e  s t a t e  mining corporation by reducing labor control  
of management decisions and by introducing fore ign management 
advisers.  In  April  1961, a voluntary employee reduction program 
to  el iminate an estimated 6,000 surplus workers was a l s o  i n i t i a t e d .  
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I n  October 
ins t i tu ted ,  
centers whi 

1961, a 65$ increase i n  domestic gasoline pr ices  was 
despi te  heavy r i o t i n g  i n  the  c a p i t a l  and other urban 

.ch resul ted i n  40 casual t ies .  

Since August 1960, 71,COO land t i t l e s  were granted i n  a step-up of 
t h e  agrarian reform program. 

Revenue col lect ion,  the  t ax  s t ructure ,  and f i s c a l  administration 
have been improved. A team of Br i t i sh  experts now manages customs 
administration; a customs code has been framed; pay-rolling 
machines have been ins ta l led;  and administration improvements have 

been ins t i tu ted  i n  the  Finance Ministry. These e f f o r t s  thus 
f a r  have resul ted i n  an increase of 30$ i n  customs col lect ions  
and of 10% i n  other taxes. 

I n  December 1960, a new investment code was adopted t o  st imulate 
pr ivate  investment. U.S. i n t e r e s t s  a r e  considering the  cons'truc- 
t ion  of an antimony smelter and other  mining investments; Japa- 
nese firms have recently purchased two medium s ize  copper mines 
and a r e  negotiating f o r  the  purchase of a lead mine. 



Bolivia i s  a land-locked country i n  west-central South America with 
a population of about 3.5 million spread over some 424,000 square 
miles. A popular and far-reaching social revolution, occurring 
i n  1952, has resulted i n  monumental changes but has l e f t  problems 
and dislocations. Liberation, suffrage and the establishment of 
more democratic ins t i tu t ions  has not succeeded i n  eliminating in- 
f la t ion ,  economic stagnation and gross inefficiency i n  government 
and in  the use of resources. 

Country Background 

Economic and Pol i t ical .  The 1952 revolution brought t o  power the 
Movimiento Nacionalista Revolucionario (MNR), a po l i t i c a l  movement 
with broad support among workers and peasants. The feudel oligarch3 
was divested of a l l  po l i t i c a l  power. The MNR came into power a s  
a party having a left-of-center, moderate majority and an extreme 
l e f t  -wing, Communist -oriented minority. Broad social  and economic 
reform was legislated. Land was distributed to the campesinos and 
large es ta tes  eliminated. Major mines were nationalized. The 
Indians were enfranchised when universal suffrage was introduced. 
The army was subordinated t o  party discipline and reduced i n  size. 

Since 1952, the  MNR has continued t o  receive broad support among 
labor unions and peasants i n  spi te  of a generally deteriorating 
and often desperate economic situation. It has organized an amed 
labor and farmer mil i t ia .  Despite Communist encroachments on the 
MNR l e f t ,  which receives considerable union support, the Party 
under the  leadership of President Paz thus far  has managed t o  
maintain a reasonably moderate government. The government i s  under 
constant f i r e  from the extreme l e f t .  Riots, agitation and a 
steady flow of Communist propaganda have marked the steadily r is ing 
power of the extreme l e f t  which seeks t o  capture the MNR and over- 
throw the  government by force i f  necessary. The desperate economic 
s i tuat ion of most of Bolivia's people lends strength t o  the  Co~muu- 
nis ts ;  and it can be rea l i s t i ca l ly  stated that the imminent danger 
of an extreme l e f t  take-over i s  greater in  Bolivia than i n  any 
other country in  South America. 

The Ministries of Labor and Education a re  heavily Communist- 
inf i l t ra ted.  University facul t ies  and teachers' organizations a r e  
strongly influenced by Comunist philosophy; @$ of the off icers  
i n  the National Confederation of University Students a re  Conrmunists 
or  fellow-travelers. Local student federations a r e  a l so  i n f i l -  
trated, with an estimated 309 of the elected of f ic ia l s  sympethetic 
t o  Communist philosophy. The national labor and mine workers' 
organizations a r e  controlled by a mixture of Communists and members 
of the MNR extreme l e f t .  They also ru le  important mining locals, 
including the one a t  Catavi-Siglo XX, the  largest mining complex i n  
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Bolivia. Since many of these union members a r e  armed, they con- 
s t i t u t e  a dangerous threat  t o  the government. 

A t  the root of these po l i t i ca l  dangers is  one of the weakest and 
moat poverty-striken economies i n  Latin America. Despite the 
f ac t  tha t  basic social  reforms have been completed, the  Bolivians 
have been unable t o  bring about economic growth. Per capita GNP 
has actual ly  decreased over the past few years. Per capita in- 
come i s  substantially l e s s  than $100, which means tha t  the ma- 
jo r i ty  of the people of Bolivia l i ve  on a minimum subsistence 
basis. Mortality ra tes  a r e  extremely high, accounting fo r  the 
lowest net r a t e  of population growth i n  a l l  Latin America. 
I l l i t e r acy  i s  699 and only one out of every four children ever 
go t o  ach001. 

Since 1952, Bolivia has faced chronic trade de f i c i t s  which a t  
times have reduced reserves t o  l e s s  than $1.5 million. The 
Bolivian Mining Corporation has incurred increased operating 
losses culminating i n  an estimated $10-12 million de f i c i t  i n  
1960. State-operated railways have now come t o  the verge of 
collapse a f t e r  the Bri t ish pulled out i n  1959. Industry i s  using 
l e s s  than one-half of instal led capacity. The only major foreign 
investment i n  Bolivia since 1956 has been i n  private petroleum 
exploration. Limited employment opportunities and po l i t i c a l  in- 
s t ab i l i t y  have driven the country's small resellroir of technically 
trained personnel t o  seek employment opportunities outside Bolivia. 



Self-Help and Social Reform. The basic social structure was pro- 
foundly al tered by the  Revolution of 1952. Although a number of 
the reforms have been completed, more work and management as- 
sistance i s  needed t o  achieve economic development. Since the 
1960 inauguration of a new administration, Bolivia has made serious 
e f for t s  t o  attack the causes of i t s  depressed economy. A three- 
year, $37.5 million program t o  reorganize the s ta te  mining corpo- 
ration, which produces 75% of t o t a l  foreign exchange earnings, has 
been in i t i a ted  with joint  financing by the Inter-American Develop- 
nent 9nnI.:) the lTniteci States acd Gerriany. In corn ecticn nitr: t ? i s  
prornra.1 301ivia acce-ted forciga mnaTe lent consultsnts t c  ass i s t  
i n  inproving t k  :ices. Ir A n r i l  1961, Bolivia adopted a volllntary 
employee reduction program t o  eliminate an es t imted  6,000 surplus 
employees. In order t o  r e s t r i c t  union veto power over management 
decisions i n  the mines, Bolivia found it necessary i n  June t o  
declare a national emergency and imprison about 60 Communist 
agi ta tors  and Communist union leaders. 

A t  the insistence of the United States, which regarded a gasoline 
price increase a s  a necessary prerequisite t o  any fur ther  ass i s t -  
ance t o  the National Petroleum Agency, Bolivia inst i tuted a 65% 
increase in  gasoline prices in  October 1961, raising prices from 
a previous level which was l e s s  than the cost of production. This 
was done in  the face of serious r iot ing i n  urban centers and in  
sp i te  of strong objections from the powerful transportation workers 
union. The previous price did not permit expansion of t h i s  v i t a l  
industry, whose production has been declining about 7% annually. 

Action i s  a lso being taken t o  correct financial d i f f icu l t ies  of 
other s ta te  enterprises, currently operating a t  below-cost levels. 
The government agreed t o  accept a management contract for  s ta te  
operated railways i n  December 1961, a s  par t  of a Bri t ish and U.S. 
financed emergency rehabilitation program. It has also requested 
a team of foreign management consultants t o  study and subsequently 
manage the s ta te  agricul tural  bank. 

In July 1961, Bolivia adopted a comprehensive ten-year social and 
economic development plan, and immediately thereafter established 
a high level  planning agency t o  coordinate development ac t iv i t i es .  
This plan was presented t o  the Organization of American States 
(CAS) in  January 1961 fo r  review and evaluation. Bolivia has 
recently been successful in securing multilateral financing of 
a five-year f ea s ib i l i t y  and engineering studies propam. 

Partly a s  a resul t  of the success of a l i be r a l  petroleum code 
adopted in  December 1956, a new investment code was adopted i n  
December 1960 t o  increase domestic investment and a t t r a c t  further 
foreign investment. In  consequence, United States firms have 

invested i n  gold and other mining ventures and a r e  considering 
construction of an antimony smelter. Japanese firms have 
purchased two copper mines and a re  negotiating for  a lead mine. 
.Belgium, German and I ta l ian  investors have also been act ive i n  
investigating investment opportunities. 

Increased ac t iv i ty  i n  implementing ear l ie r  reforms i s  a lso in- 
dicative of I)olivials recent self-help endeavor. O f  a t o t a l  of 
175,000 land t i t l e s  issued since 1953 under the agrarian refprm 
program, 71,000 have been granted since August 1960. 

Revenue collections, which had gone up 30% i n  1960, increased 
another 17$ i n  1961 a f t e r  further administrative improvements. 
Additional improvements are  expected from a contract executed i n  
July 1961 fo r  Bri t ish management of the customs and from planned 
construction of new customs f a c i l i t i e s  a t  La Paz. 

U.S. Assistance Strategy 

Although the Bolivian development plan does not yet define real- 
i s t i c  goals or  specific measures of implementation, we intend to 
offer technical help i n  order t o  improve the plan t o  the point 
where we can a s s i s t  i n  i t s  implementation. Our project financing- 
both current and under the completed plan--will be designed to  
create a basic social  and economic structure which can support a 
process of steady economic growth. This means meeting basic and 
unfulfil led needs fo r  health and education t o  improve human re- 
sources and concentrating on the industr ia l  and agricul tural  
sectors which appear capable of supporting future development. 
For example, the rehabilitation of the t i n  mines which supply 
most of Bolivia's foreign exchange i s  a top pr ior i ty  item, a s  i s  
the improvement of the country's debi l i ta ted transportation system. 
In t h i s  way we can move from an important but relat ively s t e r i l e  
program of budgetary support, t o  a process of development which 
w i l l  make permanent improvements in  the standard of living. 

We have already begun t h i s  process and, while we have stepped up 
development lending, Supl~orting Assistance i s  being reduced from 
$16 million t o  $4 million. 

The avai labi l i ty  of U.S. financial support w i l l  be closely re- 
lated t o  further self-help action i n  connection with the reorgan- 
ization and improved efficiency of specific enterprises--the de- 
crease of the number of workers i n  the t i n  mines, the reorgardza- 
tion of the s t a t e  agricul tural  and mining banks, and the increase 
in  gasoline prices a r e  examples of t h i s  type of reform. 

We intend t o  continue our e f for t s  t o  secure financing for  Bolivian 
development from other sources. The Inter-Americ 
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Bank is  studying proposed housing, agr icul tural  colonization, and 
municipal water and sewage projects  with a view toward extending 
substant ia l  c r e d i t s  i n  these f i e l d s .  In addition, the  In te r -  
American Development Bank, the  West Gelman and U.S. Governments 
have agreea to finance rehabi l i ta t ion of the  nationalized mines up 
t o  a t o t a l  of $37.5 million. The International Bank f o r  Recon- 
s t ruct ion and Development has sent a team t o  Bolivia t o  make 
recommendations on long-run rehabi l i ta t ion of s t a t e  operated r a i l -  
ways and may par t i c ipa te  i n  t h e i r  financing. Increasing i n t e r e s t  
i n  mineral development i s  being shown by foreign investors;  Japan- 
ese and American firms have already purchased same mines and a r e  
considering others. 

Proposed AID Program f o r  FY 1963 

Development loans f o r  pr ivate  mining enterprises, t h e  nationalized 
mining and petroleum agencies, and a new industr ia l  bank w i l l  be 
advanced a s  rapidly  a s  the  capacity develops t o  absorb them 
effect ively .  P.L. 480 loca l  currency generations of approximately 
$6 mill ion w i l l  be used f o r  supplemental project financing and f o r  
continuing the  voluntary employee reduction program i n  the  nation- 
a l i zed  mines. 

Assistance required i n  support of balance of payments and the  
nat ional  budget i s  projected a t  a level  of $4 mill ion i n  1963 a s  
compared t o  $16 mill ion i n  1962. This reduction i s  possible 
because of expected production increases i n  mining, indus t r i a l  and 
petrol run sectors,  and stepped-up improvements i n  t a x  and custams 
collections.  Continued technical a id  w i l l  be given i n  revenue 
col lect ion and expenditure control matters. Financial support f o r  
technical  and engineering s tudies  s t a r t ed  i n  1962 t o  provide basic 
information t o  nat ional  planning agencies w i l l  be expanded i n  1963. 

I n  order t o  boost agr icu l tu ra l  production, credi t  c a p i t a l  of $1.5 
mill ion w i l l  be made avai lable  during 1962 and it i s  expected t h a t  
the  demand f o r  small ag r icu l tu ra l  loans may necess i ta te  a fu r the r  
development loan of $2 million i n  1963. Development Grant funds 
w i l l  a l s o  be used i n  establishing marketing f a c i l i t i e s  and deaon- 
s t ra t ion  centers t o  supplement the  c red i t  program. 

To improve transportation, development loans of approximately $8 
mill ion w i l l  be considered f o r  highway construction and improve- 
ment. The IBRD i s  expected t o  finance the  rehabi l i ta t ion of s t a t e  
operated railways. 

I n  1963, Development Grant funds w i l l  support an expanded r u r a l  
education program, including teacher training, textbook publica- 
t ions ,  l i t e r a c y  campaign, and school construction. They w i l l  a l s o  
be used t o  supplement GOB funds i n  constructing urban schools. 

P̂' 

Accomplishments and Changes 

In  Bolivia we intend a d r a s t i c  s h i f t  in  our program from Support- 
i n g  A.?ict.n.nce to a program c?f ? ~ v ~ ! . c ~ m ~ n t .  ler.diy,  ronrcn+.ntcd 
on a few high p r i o r i t y  goals designed t o  bo l s te r  those segments 
of the economy most c r i t i c a l  t o  future  economic development. 
Such sectors  a s  mining, transportation, ag r icu l tu ra l  productivity 
and education w i l l  have the  highest p r io r i ty .  

Significant and encouraging changes have occurred i n  the  a t t i t u d e  
of Bolivia toward self-help action. The present determined e f f o r t  
t o  secure fu r the r  development i s  a l l  the  more impressive when 
compared with the  f a i l u r e  t o  a c t  i n  the  e a r l i e r  years. These 
changes occurred i n  1961 and a r e  pa r t i a l ly ,  i f  not ent i re ly ,  the 
r e s u l t  of U.S. ass is tance policy. Although intangible,  t h i s  
change i n  a t t i t u d e  i s  viewed a s  the  most important single ac- 
complishment of the  Agency f o r  I n t ~ r n a t i o n s l  Develofnent in 
Bolivia. 

I n  1956, a petroleum code draf ted under AID contract,  was approved 
which has produced nearly a l l  subsequent pr ivate  investment i n  
the country; pr ivate  U.S. companies now maintain a smooth working 
re la t ionship with the Bolivian National Petroleum Agency and have 
been instrumental i n  convincing the  government of the  value of 
pr ivate  investment in  other sectors.  

A combined approach has been achieved i n  the  expanded agr icu l tu ra l  
c r e d i t  program, supported both by the  Inter-American Development 
Bank and A I D  working on d i f fe ren t  types of c red i t .  The past  AID 
supervised c r e d i t  program (making use of loca l  currency funds) 
boosted production of aany crops, i t s  major accomplishment being 
a seven-fold increase i n  sugar cane production and a doubling of 
r i c e  production since 1955. 

A serious p o l i t i c a l  and soc ia l  problem i n  Bolivia has been r i o t i n g  
and lawlessness i n  the major c i t i e s .  This problem has been kept 
under greater  control i n  recent months largely  a s  a r e s u l t  of the  
GOB'S determination t o  control lawlessness and the  demonstrated 
a b i l i t y  of the  police t o  exercise control without unnecessary 
violence. The new police capabi l i ty  i s  the  d i r e c t  r e s u l t  of in-  
tensive AID technical t r a in ing  e f fo r t s .  



Country: BOLIVIA GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit BQLIVIA JUHDEV . A R E ~ S  ... 

4REA & POPULATION 

Area ................ 1000 sq.mi. b2b xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

RGRICULTLTRAZ, LAND 

..... of Total Area 

.......... Per Capita 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  of Pop . 
(Prim . & Sec . ) ..... 

Pupils per Teacher 
(Prim . only) ....... 

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

M i l  . 
k 

No . 

k 
Acres 

M / Y ~  

k 

k 

No . 

Y r s  . 
No . 

3.5 XXX 

1.b 2.4 

8 40 

O R E S  NATIONAL PRODUCT * 
Total GNP (in 1960 Prices) ............... 
Per Capita GNP ........................... ............. Investment a s  Percent OR G N P  

....... . lGFUCULTURAL PRODUCTION INDEX T U T U  ......................... Index Per Capita 
Corn ..................................... 

'mROI.JXJM PRODUCTION (crude) ................ 

FOREIGN TRADE 
Total Exports (f .o. b. ) ................... 
Tin (c.i.f.1 ........................... 

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

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

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

Trade Balance ................... 
GOLD & KIREIGN EXCHANGE (end o f  year] ...... 

Unit 

$ Millions 
Dollars 
Percent 

1952-54=100 
11 

1. 000 Mr 

11 

1953=100 

$ Millions 
II 

It  

11 

$ Millions .. .. 
II 

Calendar Years 

1961 Est . - 
218 
62 

n.a. 

105 
91r 

136 

b20 

3. 585 

56 
b9 
70 

10  
25 
T 
6.5 (Nov) 

-Million Dollar Equivalents . 

CENTRAL GOVERNMENT FINANCES* FY ending Dec . 31 

................................ Total Expenditures 
(Defense Expenditures) ....................... ............................ (Capital Outlays) 

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants & ~ o a n s  ) .... 
Remaining Deficit  (-)  o r  Surplus (+) .............. 

+ . Converted a t  12. 000 Bolivianos per U . S . $ . 
a -  A I D  estimates. 
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Country: BOLIVIA 

AGENCY FOR INT'L DEVELOPMENT - TOTAL.. 

Obligations and C o d t m e n t s  
(mi l l ions  of d o l l a r s  & d o l l a r  equiv. ) 

All iance  f o r  Progress8 ........ Loans (DLF p r io r  t o  l962).. 
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................... 

FY 
1946-1961 

FOOD FOR PEACE (P.L. lSO1 
T i t l e  I, Country Uses.. .............. .................. (Sa les  ~ ~ r e e m e n t s )  
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

............ EX-IM BANK LONGTERM LOANS. 

OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTANCE ( ~ r o a r a m s l  
M.A.P. - Grant Aid. . . . . . . . . . . . . . . . . . .  
M.A.P. - Credit Assistance........... 
Non-M.A.P. Mil i tary  Assistance.. ..... 

ASSISTANCE FROM INT'L AGENCIES 
Inter-American Develop. Bank ........ 
UN Tech. Assist.-CY ending in FY .... 
UN Specia l  Fund ..................... 

OTHER FFW3 WORLD ASSISTANCE ........................... Argentina 
.............................. Braz i l  
............................. Germany 
............................. England 

U.S. DOLLAR mm REPAYMENTS 
MSP and P.L. 480 Loans .............. 

.................. mp0l-t-I5port Bank 
.............. Other Government Loans 

July-Dec. 1961. 
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Brazil 



THE ALLLANCE FOR PROGRESS IN BRAZIL 

In  terms of population (67 million),  area (almost a s  large a s  t h e  
United States ;  one-half of South ~merl.ca) and economic potent ia l ,  
Brazi l  stands i n  the  f ront  rank of the  nations of the  world and i s  

&a;uTi-i!, i.&!,l"li "r - ..4 3 -. n-..-z -- p - - - -  I - F 7 _ L I . . -  
YabIII ILCL. Lap~~IY IIY I C L ~ I V L I ,  rap:& 

population growth, recurrent balance-of-payments cr ises ,  enormous 
soc ia l  and economic d i spar i t i e s  among the  people, p o l i t i c a l  ins ta-  
b i l i t y  and a vigorous Communist movement, a l l  combine t o  make 
Brazi l  t h e  greates t  challenge a s  well  a s  the  greatest  opportunity 
of t h e  Alliance fo r  Progress. But despite Brazil 's  p o l i t i c a l  and 
economic ills, its Gross National Product (GNP) is growing a t  t h e  
r a t e  of 3.3% per capi ta  per year. 

Northeast Brazil, where 25,000,000 people a r e  crowded along the  
coastline,  i s  the  largest  area of extreme poverty and misery i n  
all Latin America. 

Some s t e t i s t i c s ,  .xi+& cc=:pt%rifisos t= the Wited States ,  help ill.=- 
t r a t e  the  problems: 

Brazi l  Northeast 
(incl.Northeast) Brazil 

Per capi ta  GNP $200 
Calories per day per capita 2,818 

$90 

Infant mortal i ty  (deaths 
p r io r  t o  age one per 
1,000 l i v e  b i r ths )  171 213 

Lif e expectancy 45 years 42 years 
Literacy 
Rate of population growth 

50 Z 31 Z 
2.5 Z 

Cost of l iv ing  index 
3 2 

(1953 = 100) NOV. 1961 694 

United 
States  

The resignation of President Quadros i n  August, 1961 provoked a 
major p o l i t i c a l  c r i s i s  i n  Brazil. Constitutional government i tse l f  
was threatened f o r  a time and t h e  new government which emerged has 
been weak, lacking i n  leadership and thus f s r  unable t o  deal ade- 
quately with Brazi l ' s  c r i t i c a l  problems. 

In s p i t e  of th i s ,  an Alliance f o r  Progress program was formulated. 
The "Program of Action" presented by the Neves Cabinet when it took 
of f ice  l a a t  October, and approved by the Chamber of Deputies, 
r e f l e c t s  both comprehension of Brazi l ' s  obligations under t h e  
Charter of Punta de l  Este and t h e  desire  t o  undertake a se r ies  of 
essen t ia l  administrative and leg i s la t ive  actions. 

However, l i t t l e  action has thus f a r  been taken t o  put the  program 
in to  e f fec t .  With c r i t i c a l  congressional and gubernatorial 

elections scheduled f o r  October, the  climate f o r  energetic 
action is not favorable. 

lhuugh L ~ I C  i u m u u i e t  rat'any i s  i i i e g a i ,  tne  Communists a re  
publicly active.  The Party is  estimated t o  have 25,000 members, 
with many times t h a t  number of sympathizers. In i t s  campaign t o  
regain l ega l  s ta tus ,  it i s  encouraged by the renewal of re la-  
t ions  with t h e  Soviet Union and by the growing influence i n  Con- 
gress of the  Nationalist Parliamentary Front (which controls 
about 100 out of 400 Congressional seats) ,  which frequently 
l ines  up with the  Communists on sfgnificant issues.  Communists 
control two of the  three  major national student organizations 
and a r e  well represented among journalists and in te l l ec tua l s .  
In the northeast, where per capita income i s  l e s s  than $100, 
Peasant Leagues l ed  by Francisco Juliao, a declared Marxist, a r e  
rapidly expanding. 

Of the  f i v e  national labor federations,  the  Communists now con- 
t r o l  the  bank and the  indus t r i a l  federations. A majority of the  
key dock, railroad and metal workers' locals  a r e  Communist-led, 
a s  well a s  the  majority of t h e  unions i n  the  principal c i t i e s  of 
the  northeast. 

In addition t o  Communist ac t iv i ty ,  there  has been a resurgence 
of extreme nat ional is t  a c t i v i t y  with Castro-type tendencies. 
This is typ i f i ed  by the  ac t iv i ty  of Brizzola, t h e  Governor of Rio 
Grande do Sul, who has assumed leadership of the  nat ional is ts  
ant i -US . groups i n  Southern Brazil. 

The growing strength of extremists has been helped by the  i n a b i l i t y  
of the  moderate pro-US. forces - which const i tute  the  vast major- 
i t y  of Brazi l ' s  population -- t o  organize and t o  agree on a pro- 
gram of p o l i t i c a l  action. 

In Brazil, p o l i t i c a l  uncertainty has gone hand-in-hand with finan- 
c i a l  ins tab i l i ty .  The extraordinary in f la t ion  has been caused 
largely by budget d e f i c i t s  (which resulted i n  an increase of 
cruzeiro from 29 b i l l ion  t o  293 b i l l ion  over the  l a s t  decade) and 
accompanying expansion of t h e  money supply (from 90 b i l l ion  t o  
950 b i l l i o n  cruzeiros over t h e  same period). 

A t  the  same time, B r a z i l h a s  experienced recurrent balance-of- 
payments c r i ses  and a large increase i n  external debt (which 
reached $2 b i l l i o n  i n  1961). Financial collapse i n  the  spring of . 
1961 vas averted only by debt rescheduling and massive new exter- 
nal cred i t s  of over $600 million. 



THE AiT.LIANC!E FOR PROGRESS I N  BRAZIL 

Part of Brazi l ' s  external f inancial  d i f f icu l t ies  ref lects  a 
decline in  annual exports from $1.7 to  $1.3 b i l l ion  over the past 
decade. Coffee exports represented 56% of t o t a l  exports of $1.3 
b i l l ion  i n  1960. Efforts t o  diversify exports so as t o  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 i n  1956 
and ear l ie r  years. 

Self-Help Measures 

In cer tain res t r ic ted  areas of social  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 
is carried on by the States, with progress varying widely from 
State  t o  State. Federal progress includes: 

Planning. While a national development plan i s  not completed, 
substantial planning has been undertaken on a functional and 
regional basis. I n  August 1961 President Quadros established a 
National Planning Commission which the present government i s  reac- 
t ivat ing and giving the task of drawing up a long-term development 
plan. A draf t  of a five-year plan fo r  agriculture has been pre- 
pared by the Ministry of Agriculture and the preparation of a five- 
year plan fo r  education i s  well under way. 

States has offered t o  make available fo r  an emergency impact pro- 
gram and the f i r s t  two years of the plan the equivalent of $131 
million in dol lar  loans and grants and P.L. 480 local currencies. 

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. In previous years Con@-ess has refused t o  
approve agrarian reform proposals. 

Tax Reform. I n  November 1961, Prime Minister Neves proposed new 
income tax legis lat ion t o  the Congress designed t o  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 ic te r  penal- 
t i e s  f o r  tax evasion are  also proposed. The b i l l  i s  s t i l l  before 
Congress. 

Housiq. The Ministry of Labor has prepared a 10-year low-cost 
housing program calling for  the construction of 3,810,000 se l f -  
help housing units. Several of the s t a t e  governments a re  already 
implementing low-cost housing and slum clearance programs. 

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

Northeast. I n  northeast Brazil  the  Northeast Development Adminis- 
W S U D E N E )  has completed a comprehensive five-year, $900 
million, development plan. More than $500 million of the neces- 
sary resources wi l l  be provided by Brazil. !the program has been 
approved by the Brazilian Congress and funds for  the f i r s t  year 
equivalent t o  $100 million have been appropriated. The United 



In  terms of population (67 mil l ion) ,  area ( a h o s t  a s  l a rge  a s  the  
United Sta tes ;  one-half of South America) and economic potent ia l ,  
Brazil  stands i n  the f ront  rank of the nations of the  world and 
i s  the  dominant nation of Lat in  America. Rampant inf la t ion,  
rapid population growth, recurrent balance-of-payments cr ises ,  
enomGus soc ia l  and economic d i s p a r i t i e s  among the  people, p o l i t i -  
c a l  i n s t a b i l i t y  and a vigorous Communist movement, a l l  combine t o  
make Brazi l  the  greates t  challenge a s  well as the  greates t  oppor- 
tun i ty  of the  Alliance f o r  Progress. But despite Brazi l ' s  p o l i t i -  
c a l  and economic i l ls,  i t s  GNP i s  growing a t  the r a t e  of 3.3s per 
capi ta  per  year. 

Northeast Brazil, where 25,000,000 people a re  crowded along the  
coast l ine ,  is  the  largest  area of extreme poverty and misery i n  
a l l  Lat in  America. 

In  Brazi l  a r e  centered a l l  of the  p o l i t i c a l ,  economic and s t r a t e -  
g ic  problems t o  which the Alliance fo r  Progress i s  a response. 
If United Sta tes  policy f a i l s  i n  Brazil ,  it w i l l  become nearly 
impossible t o  achieve success elsewhere in  Latin America. The 
United S ta tes  seeks a s table ,  progressive government capable of 
moving fonrard rapidly with economic and social  developent  and 
thereby avoiding revolution and possible domination by the  extreme 
r igh t  o r  the  extreme l e f t .  The same conditions a r e  required i f  
the  United Sta tes  and i ts  l a rges t  Latin neighbor a r e  t o  have nor- 
mal and mutually beneficial  commercial relations.  

Country Back~round 

P o l i t i c a l .  The resignation of President Quadros i n  August 1961 
provoked a major p o l i t i c a l  c r i s i s  i n  Brazil .  Consti tutional gov- 
ernment i t s e l f  was threatened f o r  a time, and the  new government 
which emerged has been weak, lacking i n  leadership and thus f a r  
unable t o  deal with Brazi l ' s  c r i t i c a l  problems. 

In s p i t e  of th i s ,  an Alliance f o r  Progress program was formulated. 
The "Program of Action" presented by the  Neves Cabinet when it 
took o f f i c e  last October, and approved by the Chamber of Deputies, 
r e f l e c t s  both comprehension of Braz i l ' s  obligations under the  
Charter of Punta de l  Este and the  des i re  t o  undertake a se r i es  of 
e s s e n t i a l  administrative and l e g i s l a t i v e  actions. It f ixes  as  
objectives,  i n t e r  a l i a ,  an economic growth target of 7.5s a year, 
productive absorption of underemployed labor, provision of mini- 
m a l  conditions of housing and san i t a t ion  t o  a l l ev ia te  socia l  ten- 
sions,  reasonable s t a b i l i t y  of p r i ces  and reduction of imbalance 
i n  Braz i l ' s  external accounts. 

PRIOR and CURRENT PROGRAMS 

However, l i t t l e  act ion has thus far been taken t o  put the  program 
into  effect .  With c r i t i c a l  congressional and gubernatorial elec- 
t ions  scheduled fo r  October, the  climate f o r  energetic act ion is  
not favorable. 

Though the  Communist Party is  i l l e g a l ,  the  Communists a re  pub- 
l i c l y  active.  The Party is estimated t o  have 25,000 members with 
many times that number of sympathizers. In i t s  campaign t o  
regain l ega l  s ta tus ,  it i s  encouraged by the  renewal of r e la t ions  
with the  Soviet Union and by the  growing influence i n  Congress of 
the  Nationalist  Parliamentary Front (which controls about 100 out 
of 400 Congressional sea t s ) ,  which frequently l i n e s  up with the  
Communists on significant issues.  Communists control two of the  
three  major national student organizations and a r e  well repre- 
sented emong journal is ts  and in te l l ec tua l s .  I n  the  northeast, 
where per capi ta  income i s  l e s s  than $100, Peasant Leagues l e d  
by Francisco Juliao, a declared Marxist, a r e  rapidly expanding. 
Of the f i v e  national labor federations,  the  Communists now con- 
t r o l  the  bank and the  indus t r i a l  federations. A majority of the  
key dock, r a i l road  and metal workers' locals  a r e  Communist-led, 
a s  well a s  the  majority of the  unions i n  the  pr incipal  c i t i e s  of 
the  Northeast. 



In addition t o  Communist act ivi ty ,  there has been a resurgence 
of extreme nat ional is t  ac t iv i ty  with Castro-type tendencies. 
This i s  typified by the ac t iv i ty  of Brizzola, the Governor of Rio 
Grande do Sul, who has assumed leadership o i  the nat ional is t ic  
anti-U.S. groups i n  Southern Brazil. 

The growing strength of extremists has been helped by the inabil- 
i t y  of the  moderate pro-U.S. forces--which constitute the  vast 
majority of Brazil 's  population--to organize and t o  agree on a 
program of po l i t i c a l  action. 

Economic. Brazi l ' s  average annual growth i n  GNP over the past 
decade has been 5.8$--the highest i n  Latin America--but the  growth 
of population has reduced t h i s  t o  3.3$ per capita.  This progress, 
however, has increasingly depended upon external public assistance 
and foreign private investment. Moreover, growth has been great- 
e s t  i n  industry with l i t t l e  improvement of agriculture (51% of the 
labor force i s  engaged i n  agriculture),  t r ansp r t a t i on  or  educa- 
tion. In addition, the northeast area, with a population of 25 
million and a per capita income of less  than $100, has not shared 
i n  the  growth of GNP. 

Inf lat ion has been endemic fo r  many years, with the cost of l iving 
r is ing almost 452 i n  1961. The principal cause of inf lat ion has 
been a ser ies  of large budget de f i c i t s  (which resulted i n  an 
increase of cruzeiro debt from 29 bi l l ion  t o  293 b i l l ion  over the 
past decade) and accompanying expansion of the  money supply (from 
90 b i l l i on  t o  950 b i l l ion  cnze i ro s  over the  same period). In 
1961 the budget de f i c i t  was t he  equivalent of $579 million out of 
a t o t a l  budget of $2,081 bi l l ion.  Inf lat ion has been accompanied 
by periodic balance-of-payments c r i ses  and a large increase i n  
external debt (which reached $2 b i l l ion  i n  1961). With the a id  
of substantial assistance from the United States,  the IMF and 
European countries, f inancial  collapse was averted i n  1961 by new 
credi ts  totaling over $600 million and by rescheduling the exis t-  
ing external debt over a longer period. 

The present administration i n  Brazil  has not yet adopted a program 
t o  achieve reasonable f inancial  s t ab i l i t y .  However, the Finance 
Minister i s  aware of the necessity fo r  new policies and the Inter- 
national Monetary Fund i s  being consulted. 

Brazil 's  budget revenues a r e  derived mainly from indirect taxes. 
In 1960, the  income tax yield was only 302 of t o t a l  budget reve- 
nues, while consumption taxes were 40$, customs duties lo$ and 
other indirect taxes and fees 202 of t he  t o t a l .  Personal income 
tax rates  i n  Brazil, however, a r e  relat ively high and equal t o  

those i n  the United States  i n  the  medium income tax brackets. 
The relatively low yield from income taxes re f lec t s  evasion or  
collection d i f f icu l t ies  rather than the  level  of tax rates.  

Part of Brazil's external f inancial  d i f f icu l t ies  ref lects  a 
decline in annual exports from $1.7 b i l l ion  t o  $1.3 b i l l i on  over 
the past decade. Coffee exports represented 56% of t o t a l  exports 
of $1.3 b i l l ion  i n  1960. Efforts t o  diversify exports so as t o  
decrease reliance u p n  coffee have thus f a r  not been suff icient  
t o  offset the  decline i n  t he  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 ie r  years. 

Brazil 's  develoment potent ial  is enormous. There have been sub- 
s tan t ia 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 p p u h t i o n  affords a large market. 
Rich deposits of minerals, including iron ore and bauxite, remain 
t o  be developed. 

s e l f - ~ e l i  Measures. In cer tain res t r ic ted  areas of social  refonn 
and self-help, some steps have been taken by the federal govern- 
ment. In addition, under Brazi l ' s  federal system much pLanning 
and development work is carried on by the  States,  with progress 
varying wldely from Sta te  t o  State .  Federal progress includes: 

Planning. While a national development plan is not completed, 
substantial planning has been undertaken on a functional and 
regional basis. In August 1961 President Quadros established a 
National Planning Commission which the present government is reac- 
t ivating and giving the task of drawiirg up a long-term developent 
plan. A d ra f t  of a five-year plan for  agriculture has been pre- 
pared by t he  Ministry of Agriculture, and the  preparation of a 
five-year plan fo r  education i s  well under way. 

Northeast. Probably the  most significant refonn meaeure taken by 
the Brazilian Government has been the recognition of the  plight 
of the  northeast area, with the  establishment of SUDERE ( ~ o r t h e a s t  
Developmenf. ~dminis t ra t ion)  and approval of i ts  f ive-year, $900 
million, development plan. Wre than $500 million of the neces- 
sary resources w i l l  be provided by Brazil. Last December the  
Brazilian Congress appropriated the cruzeiro equivalent of $100 
million for  the  f i r s t  year of the  plan. 

The United States  is  now negotiating with the Government of Brazil  
both immediate impact and long-range developent program i n  the  
northeast, t o  be undertaken jointly with SUDERE. 



The impact program w i l l  include small community water supply sys- 
tems, r u r a l  e lec t r i f i ca t ion  and mobile and permanent health units.  
In addition, community centers w i l l  be established, and cornunity 
~eLf-ht=l? y o ? e c t n  wfl l  be "?v"lc2cd t- L ~ r z - 7 ~  g ~ z ~ r ~ 1  li-.dx 
conditions. 

The long-range program w i l l  concentrate on i r r igat ion,  ru ra l  roads, 
small power plants,  elementary education, increasing food supplies 
and additional water supply systems. 

The United States  has offered t o  make available the  equivalent of 
about $131 million i n  do l la r  loans and grants and loca l  currency 
over two years f o r  these  program, subject to sat isfactory project 
proposals and other conditions. Negotiations a r e  i n  process as  of 
t h i s  v r i t ing .  

Aararian Reform. A new agra r im reform plan has J u s t  been eon- 
pleted, has been approved by t h e  Brazilian Cabinet, and i s  n w  
before t h e  Congress. In previous years Congress has refused t o  
approve agrarian reform proposals. 

Tax Reform. In November 1961 Prime Minister Neves proposed new 
income t a x  l eg i s la t ion  t o  the  Congress designed t o  increase reve- 
nues by $70 million a year and t o  increase the t ax  burden on the  
wealthy taxpayers while reducing indirect  taxes. S t r i c t e r  penal- 
t i e s  f o r  tax evasion a r e  a l so  proposed. !Che b i l l  is s t i l l  before 
Congress. 

Housing. The Ministry of Labor has prepared a 10-year low-cost 
housing program cal l ing f o r  the construction of 3,810,000 self-  
help housing units.  Several of the  s t a t e  governments a re  already 
implementing low-cost housing and slum clearance programs. 

Education. Congress passed a special  school b i l l  i n  December 1961 
creat ing the organization needed t o  carry out t h e  national educa- 
t i o n a l  program d r a m  up by the  Cabinet i n  September 1961. Con- 
gress a l s o  t rebled the  budget of COSUPI, an agency t o  improve 
higher education. 

k l a r i a  Eradication. The government has committed the  loca l  cur- 
rency financing required f o r  effect ive  prosecution of the  malaria 
eradication program. 

U.S. Assistance Strategy 

The s t ra tegy of our a i d  program i n  Brazil  will  be t o  motivate and 
support Brazilian e f f o r t s  t o  maintain a rapid and equitably dis- 
t r ibuted process of economic development and t o  strengthen social  

development, thereby encouraging a p o l i t i c a l  and economic s ta-  
b i l i t y  capable of res i s t ing  the demands of the  f a r  l e f t  and the 
f a r  r ight .  

While the  present Brazilian Government has delineated i t s  prob- 
lems and i t s  responsibi l i t ies  and formulated i t s  Program of 
Action, there  has been inadequate performance t o  date  on t h i s  
Program. 

Thus, f i v e  pr incipal  purposes w i l l  guide our a id  pol ic ies :  

(1) Before Brazi l ' s  Congressional elections i n  October, we w i l l  
i n i t i a t e  programs tha t  w i l l  demonstrate the  continued in te r -  
e s t  of the  United S ta tes  i n  promoting the  economic and soc ia l  
developent of Brazil. Large-scale a id  w i l l  depend upon 
sound development programming and substant ia l  progress i n  
a~hi2v ing  zssent ia l  reforms. 

(2) We wi l l  work with the  government of Brazil  t o  formulate and 
carry out a sound development program and basic reforms. 

(3) We w i l l  t r y  t o  strengthen the p o l i t i c a l  forces which stand 
fo r  sound long-term economic and soc ia l  growth. 

(4) Where sound programming has been completed -- as  i n  the  
northeast -- we w i l l  par t ic ipate  with t h e  Brazilians i n  
long-range development e f fo r t s  . 

(5) We wi l l  continue t o  press the  government of Brazil  f o r  an 
effect ive s tab i l i za t ion  program. 

In all discussions with Brazilians, we w i l l  emphasize tha t  the  
United S ta tes  and other potent ia l  sources of a id  are  prepared t o  
contribute the  amounts required t o  supplement Brazilian invest- 
ment, but only as  the  Brazilian authori t ies  themselves undertake 
the  essent ia l  and practicable measures necessary t o  make foreign 
assistance effective.  

This approach does not contemplate the  provision of a id  on the 
scale tha t  would be feasible  and desirable  i f  the  government of 
Brazil  were more vigorously carrying out i t s  responsibi l i t ies  
under the  Alliance f o r  Progress. But it does avoid, on the  one 
hand, making general purpose loans t h a t  might only encourage f i s -  
c a l  i r responsibi l i ty ,  and on the other hand, cutting off a l l  
assistance u n t i l  Brazilian performance improves. 

The l a t t e r  policy, i n  the  face of present th rea t s  from both l e f t  
and r ight  extremist elements, would undoubtedly f a i l  t o  achieve 
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i t s  purpose. Cutting off  a i d  would penalize Brazil  unreasonably 
f o r  f a i l i n g  t o  take act ion beyond i t s  capacity, given t h e  present 
p o l i t i c a l  s i tuat ion.  Most importantly, it would be l i k e l y  t o  
weaken the  democratic and progressive forces i n  the  country, 
whose strength and e f fec t ive  leadership a r e  essent ia l  prerequi- 
s i t e s  f o r  the  formulation and implementation of a successful long- 
range development plan. 

We w i l l  continue t o  urge, both d i rec t ly  and i n  the  Development 
Assistance Committee of t h e  Organization f o r  Economic Cooperation 
and Development (OED), t h e  governments of Western Europe and 
Japan t o  improve the  terms and t h e  magnitude of t h e i r  ass is tance 
t o  Brazil .  

Proposed AID ~rogram f o r  FY 1963 

In l i n e  v i t h  our basic strategy, t h e  program f o r  FY 1963 w i l l  have 
th ree  par ts .  

F i r s t ,  i n  northeast Brazi l  -- where a five-year plan has been pre- 
pared, Brazilian resources have been comit ted,  and a development 
i n s t i t u t i o n  i s  i n  operation -- we vill cooperate i n  inmediate 
impact and long-range development e f fo r t s .  

An emergency program of do l la r  and cruzeiro grants,  and loans 
to ta l ing  t h e  equivalent of $33 million i s  now being negotiated, 
and vill be financed i n  par t  from FY 1962 funds. The United 
S ta tes  a l so  plans t o  contribute an estimated $98 million t o  the  
f i r s t  two years of t h e  long-range program, a s  follows: 

In  1962 $24 mil l ion of dol lar  grants and loans. From 
FY 1963 funds, $38 million, including $32 million i n  devel- 
opment loans and $6 mill ion in development grants.  ~n addi- 
t ion,  a t o t a l  of $36 million from u.s.-owned cruzeiros 
generated from P.L. 480 sa les  w i l l  be made available i n  
1962 and 1963. 

Second, Approximately $18 million i n  grants m u l d  be available f o r  
other projects  designed t o  demonstrate the  continued in te res t  of 
t h e  United S ta tes  i n  Brazilian development and t o  help s t a b i l i z e  
t h e  country against p o l i t i c a l  th rea t s  from both r igh t  and l e f t .  
Wajor prqjects would include: 

Agriculture. For FY 1963, proposed obligations amount t o  
approximately $4 million t o  strengthen agr icul tural  i n s t i t u -  
t ions  and extension services and t o  encourage divers i f ica-  
t i o n  t o  decrease dependence on coffee. 

Education. For FY 1963 approximately $6.3 million is pro- 
posed. Projects include teacher training, a i d  t o  school 
construction, adul t  education and preparation of teaching 
materials. 

Public Health. For FY 1963 approximately $4 million i s  pro- 
posed f o r  malaria eradication apd community water supply 
systems. These systems w i l l  be developed joint ly  with the  
Inter-American Development Bank, with t h e  Bank providing 
loans and t h e  U.S. technical assistance f o r  development of 
the . ins t i tu t iona1  s t ructures  t o  operate numerous small com- 
munity water supply systems. 

The t h i r d  par t  of our program f o r  FY 1963 muld  be contingent 
upon the  Brazilian Government providing concrete evidence of 
determined e f f o r t  i n  three  directions: (a )  adoption of a reason- 
able and appropriate s tab i l i za t ion  program; (b) adequate sel f  -help 
and social  reform measures; and (c )  progress i n  the  preparation of 
a sound long-term development plan. 

Including the a c t i v i t i e s  i n  t h e  northeast, development lending i n  
the  range of $140-$160 million w i l l  be considered, upon sat isfac-  
t i o n  of these conditions, f o r  programs i n  the  following sectors,  
which a re  included i n  the  p r i o r i t y  sectors f o r  development iden- 
t i f i e d  i n  the  Program of Action of t h e  present government: 
transportation, communications, e l e c t r i c  power and land use (par- 
t i cu la r ly  crop divers i f icat ion)  . 
Accom~lishments and Chawes 

AID programs i n  Brazi l  under the  Alliance f o r  Progress w i l l  be 
drast ical ly  shif ted from t rad i t iona l  technical assistance t o  
development lending which w i l l  focus on the  l imited number of 
p r io r i ty  objectives outlined i n  t h e  preceding section. 

Before 1961 U S .  development assistance, other than from t h e  
Export-Import Bank, was negligible. Recognizing t h e  needs f o r  
technical s k i l l s  t o  s t a f f  and manage a successful development 
program, the  AID enlarged i t s  par t ic ipant  program and over 350 
Brazilians were scheduled f o r  States-side t ra ining f o r  FY 1962. 

Among the most effect ive accomplishments i n  the  technical ass i s t -  
ance program are: 

(1) The use of SESP, an organization or iginal ly  established by 
the  United S ta tes  and now wholly-financed by Brazil, t o .  
develop over 100 community water supply systems throughout 
t h e  rural areas of Brazil .  
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(2) The A I D  program has helped make the  Getulio Vargas Founda- 
t i o n  one of the  outstanding educational ins t i tu t ions  i n  Latin 
America. I t s  school of business administration i n  Sao Paulo 
i s  current ly  being duplicated by univers i t ies  i n  Rio de 
Janeiro,  Salvador and Porto Alegre. Graduates of the Sao 
Paulo school a r e  eagerly sought by both foreign and domesti- 
c a l l y  owned private enterprises.  

(3) Aided by U.S. technical assistance over a 15-year period, a 
reasonably effect ive  public health service has been brought 
i n t o  being. As a resu l t ,  it is now considered practicable 
t o  terminate fur ther  technical assistance i n  t h i s  sector,  
except fo r  malaria eradication and community water supplies. 

(4)  A public safe ty  program has been most effective and w i l l  be 
l a rge ly  terminated by 1964. The program is making a major 
contribution toward increasing the  morale and efficiency of 
l o c a l  police forces.  

. . AGENCY FOR INTIL DEXELOPHENT TOTAL.. 

- 
Alliance for Progress: .......... Loans (DLF pr ior  to 1962) 

I.D.B. Trust Fund Loans............ ....... Grant 8 (LC. pr ior  t o  1961). 
Supporting ~ s s t  . (DS/SA pr ior  to 1961) 
Other MEP Economic................... 

Obligations and Conmdtrnents 

FOOD FOR PEACE (P.L. 4801 
Ti t l e  I, Country Uses................ 

(Sales Agreement 6). .................. 
Ti t l e  II............................. 
T i t l e  III............................ 
Ti t l e  IV............................. 

FY FY FY 

OTHm U.S. ECONOMIC PROGRAMS........... 

(millions of d o l l a r s  & dol lar  equiv. ) . i 940-1961 . l 9 h l  . 1962 

MILITARY ASSISTAKE (Pm~rams)  
M.A.P. - G r a &  Aid................... 
H.A.P. - Credit Assistance.. ......... 
Non-H.A.P. Military Assistance ....... 

ASSISTANCE FROM INT'L AGEXKIES 
IBRD - World Bank.................... 
International Finance Corporation.... 
Inter-American Develop. Banlr......... 
UN Tech.Assist. . CY ending i n  FY.... 
UN Special Fund...................... 

......... OTHER FREE UORLD ASSISTANCE... 

U.S. D O W  LOAN REPAYMENTS 
E P  and P.L. 480 Loans.. ............. 
Export-Import Bank................... 
Other Government Loans............... 

July- December, 1961. 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit N M I L  ( I J N D E ~  . A R E A S  

AREA & POPULATION 

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

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

RGRICULTURAL LAND 

5 of Total  Area ..... 
Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

Literacy Rate ....... 
Pupils a s  5 of Pop . 

( P r i m  . & ~ e c  . ) ..... 
Pupils per Teacher 
(prim . only) ....... 

!E!sE 

..... Life  Expectancy 

People per Doctor ... 

M i l  . 
Z 

No . 

3 
Acres 

K W ~ / Y ~  

Z 

Z 

NO . 

Y r s  . 
No . 

Calendar Years 

Unit 1960 1961  st . 
GRCGS NATIONAL PRODUCT* ............... Total GNP (in 1960 Prices) $Mil l ions  12. 153 12. 9l6 13. 500 

Per Capita GNP Dollars 189 196 200 ........................... 
Investment a s  Percent of GNP Percent 16 15 n.a. ............. 

Index Per Capita II ......................... .............................. Rice. rough 1. 000 MT 

. ....... AGRICULTURAL PFtODUCTION INDEX TUTJG 1952-54=100 1h3 151 
12h 119 

h. 915 5. 38h 5. 800 

5LECPRIC PCrWER PRODUCTION ................... M i l l  . KWH 

COST OF LIVING INDEX ( ~ a o  Paulo) .......... 1953400 

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

Coffee It ................................. 
Total Imports (c . i . f .  ) ................... .. 

Trade Balance ....................... 11 

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

Exports t o  U.S. (f .o. b. ) ............ $ Millions 
Imports from U.S. (f.0.b.) .......... 11 

Trade Balance .. .................. 
GOLD & FOREIGN EXCHANGE (end of year) 

11 ...... 

CENTRAL GOVERNMENT FINANCES *a FY ending Dec . 31 

................................ Total Expenditures 
(Defense Expenditures) ....................... 
(Capital Outlays) ............................ 

Domestic Revenues ................................. 
a Budget Receipts from N0n.U.S. Foreign Aid ......... 

Budget Receipts from U.S. Aid  rants h ~ o i n s  )'. ... 
.............. Remaining Deficit  ( - )  or Surplus (+) 

+ -  Converted a t  190 Cruzieros per U.S. $ . 

-Million Dollar Equivalents . 

1961 (Bud) 

a . General budget only . Does hot cover extrabudgetary accounts. semi-autonomous agencies 
and foreign a id  which goes d i r e c t l y  t o  the  semi-autonomous agencies . - 
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THE ALLIANCE FOR PROCRESS I N  CHILE 

Chile i s  an Andean country 2,600 miles long with a maximum width 
of 220 miles. I t s  population, now about 7.8 million, increases 
a t  an annual r a t e  of 2.@. It has a long democratic t r ad i t ion .  
The p l igh t  of Chile 's  ru ra l  population, the precarious s t a t e  of 
Government finances, and the narrow margin by which l e f t i s t  e le -  
ments have been denied parer,  combine t o  project Chile in to  t h a t  
category of Latin American countries where continuing the eco- 
nomic and soc ia l  s t a tus  quo could bring disaster .  

Significant s t a t i s t i c s ,  with comparisons t o  the United States ,  
tel l  par t  of the  story: 

Per Capita GNP 
Calories per day per Capita 
Infant Mortality (deaths pr ior  

t o  age one per 1,000 l i v e  
b i r t h s  (1959) 

Life Expectancy 
Literacy 
Rate of Population Growth 
Cost of Living Index (1953 = 100) 

Chile United States  

The p o l i t i c a l  par ty  structure of the country i s  roughly divided 
in to  three  major groups: (1)  r igh t  of center, including the Con- 
servative and Liberal par t ies ;  (2)  center and center-left ,  in-  
cluding the  Radical and Christian Democratic par t ies ;  and (3)  an 
extreme l e f t  Popular Action Front, including the Social is t ,  Com- 
m i s t ,  and National Democratic pa r t i es .  

In  1958 President Alessandri, a s  the candidate of the  r igh t  of 
center Liberal  and Conservative par t i es ,  won the presidency with 
only 3% of the  vote i n  a four-way electoral  race. The extreme 
l e f t  Popular Action Front - with a Marxist candidate - was second 
with 2%. In the 1961 congressional elections the  Popular Action 
Front received 3 6  of the  vote, the Liberal and Conservative 
par t i es  received 32$, while the  center and l e f t  of center pa r t i es  
received 38$. 

The growing power of the  extreme l e f t  has largely stemmed from 
t h e i r  exploi ta t ion of r u r a l  discontent, based on the sharp con- 
t r a s t  between r u r a l  poverty and the re la t ive  prosperity of the 
r e s t  of the  country a s  well as the archaic highly concentrated 
land tenure s t ructure .  In addition v i r tua l  economic stagnation 
along with chronic in f la t ion  have fanned the unrest of the lower 
economic groups. If progress i s  not made i n  resolving these prob- 
lems before the  1964 President ia l  elections,  it i s  highly l i k e l y  

t h a t  a Marxist, Communist-supported candidate w i l l  be voted in to  
power. I f  t h i s  occurs, it w i l l  be the f i r s t  time i n  Latin 
Amzrica t h a t  an extreme l e f t  group has assumed power through 
democratic elections.  

While the Comunists control  only about lo$ of organized labor, 
Communist domination cf the "Central Union of Chilean Work r s ,  " 
with which some 300,000 workers are  a t  l e a s t  vaguely ident i f ied,  
gives the Cormrmnists t h e  opportunity t o  portray themselves as  a 
very strong force i n  labor  c i rc les .  While the Conununists, through 
the Central Union, have insuff ic ient  power t o  c a l l  a general 
s t r ike ,  the Party does have the means t o  harass the  Government 
with p a r t i a l  labor stoppages. 

A mejor portion of the r u r a l  population lacks schools and ade- 
quate housing. Most farm children do not attend school beyond 
the th i rd  grade, and half of those who enter  school drop out 
a f t e r  the f i r s t  grade. I l l i t e r a c y  ra tes  a re  high i n  r u r a l  Chile - 
i n  some places &$ t o  80$, whereas i n  the r e s t  of the country 
i l l i t e r a c y  i s  only 2o$. More than 300,000 of the approximtely 
half million rural  famil ies  l i v e  i n  poverty without land and with 
estimated incomes of only $100-$300 per family. 

I n  the municipal e lect ions  of 1960, and i n  congressional elec- 
t ions  of 1961, the Comunists and other Marxist pa r t i es  gained 
votes i n  the rural areas  of Chile. It i s  here that the C o m -  
n i s t s  have stepped up t h e i r  agi ta t ion.  In  June 1961, Commmists 
organized fo r  the f i r s t  tFme a confederation of farm laborers 
and tenant and small farmers. One of t h e i r  proposals cal led f o r  
land reform of the Castro type. 

The Chilean economy has been v i r tua l ly  stagnant. Per capi ta  
Gross National Product (GNP) has declined s teadi ly  since 1950. 
Thus there i s  a continual deterioration of ecanomic ac t iv i ty  i n  
re la t ion  t o  population growth resul t ing i n  the worst such s i tua-  
t i o n  i n  dl South America. 

Large budget d e f i c i t s  have been a regular feature  of the Chilean 
f i s c a l  picture in recent p ars . This year the d e f i c i t  w i l l  be a t  
l e a s t  $300 million out of a t o t a l  budget of around $1.2 b i l l i o n .  
Resultant government borrowing from the Central Bank has been the 
major source of the chronic in f la t ion  that Chile has experienced 
since the Second World W a r .  Chileans pay personal income and 
corporation taxes a t  r a t e s  considerably below those i n  the United 
States .  Land i s  valued f o r  taxation purposes a t  one-tenth of i t s  
comerc ia l  value. Taxes are  assessed a t  112 of 1% of that value. 
Thus ra tes  are  112000th of outmoded comrrercial values. In addi- 
t ion,  these taxes are i r regu la r ly  enforced. 



THE ALLIAXCE FOR PROGRESS IN CHILE 

Since 1958 prices have r i sen  over 70% despite the increasingly Chile has s e t  up a nation-wide savings and home loan association 
unpopular s tabi l izat ion program launched by Alessandri i n  early system. Fifteen associations are already i n  existence and eleven 
1959. have authorization t o  make loans. 

Chile's trade de f i c i t  in  1961 was $75 million. This imbalance 
plus a large cap i ta l  f l i gh t  pract ical ly  destroyed Chile's re- 
serves, consuming a l l  but about $26 million of the country's 
foreign exchange reserves. Agricultural production has not kept 
up with the population increaae and the country must import 2@ 
of i t s  food needs. The def ic i t  i n  housing units i s  estimated t o  
be araund 400,000, and i s  increasing by 38,000 uni ts  per year. 
Industry i s  producing a t  only about 5 6  t o  &$ of capacity. De- 
velopment cap i ta l  i s  almost unavailable and in te res t  ra tes  of 
2@-25$ are customary. 

Self-Help and Reform 

The August 1961 entry of the Radical Party into the Alessandri 
Government has raised hope for  some remedial action. I n  January 
1962 the Government submitted a constitutional amendment t o  the 
Congress permitting land reform. This amendment would enable the 
Government t o  s t retch out payments fo r  expropriated land over a 
ten-year period. Abandoned and poorly-worked land would be sub- 
ject  t o  t h i s  measure. 

I n  the l a t t e r  par t  of 1961, the Chilean Government submitted a 
comprehensive ten-year national economic development plan t o  the 
International Bank for  Reconstruction and Development (IBRD) for  
study. The plan has recently been submitted t o  the Pan m r i c a n  
Union panel of experts for  review and evaluation. This was the 
f i r s t  national plan t o  be completed i n  Latin mer ica .  It ca l l s  
f o r  investments of about $10 b i l l ion  over ten years, about 8@ 
from Chile's own resources. Over 23% of t h i s  investment would go 
into housing, schools, hospitals, and water supplies and sewerage. 

A tax reform b i l l  i s  now being studied by the Chilean Government 
with the intention of introducing it i n  the next session of 
Congress. 

I n  August 1961 the Chilean Internal Tax Service s tar ted a special 
t ax  administration school financed by ICA.  One hundred of f ic ia l s  
w i l l  complete t ra ining by the summer of 1962. The Government ex- 
pects t o  receive m i t i o n a l  revenues of $48 million as  a resu l t  
of improved tax collection and enforcement and the provisions of 
the new tax b i l l  mentioned above. 



Chile, a long narrow coastal  s t r i p  between the Andes and the 
Pacif ic ,  i s  2,600 miles long with a maximum width of 220 miles. 
Its papiilati~ri, L L ~ W  dbuut '7.0 ~ r i i i i o n ,  increases a t  an annuai 
r a t e  of 2.6%. With the  longest democratic t radi t ion of any 
Latin American country, Chile i s  regarded a s  a p o l i t i c a l  and 
cu l tu ra l  leader. Large private U.S. investments (over $700 m i l -  
l i o n ) ,  pa r t i cu la r ly  i n  copper mining (the principal source of 
Chile's foreign exchange eai-nings) but also in i ron mining, e lec-  
t r i c  power and telecormrmnications, are  one indication of our eco- 
nomic i n t e r e s t s .  

The expansion of Chile's basic economic and social  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 the backdrop of an economic auster- 
i t y  program which has become increasingly unpopular. 

Country Background 

Since 1959 there has been a def in i t e  trend t o  the l e f t  i n  munici- 
p a l  and congressional e lect ions .  The next president ia l  e lect ion 
w i l l  be i n  September 1964. In  1958, the combined votes of the  
Liberal and Conservative Par t ies  plus a heavy independent vote 
elected Alessandri with 3246 of the vote i n  a four-way contest .  
As a r e s u l t ,  he had no formal congressional majority during the 
f i r s t  p a r t  of h i s  administration. The extreme l e f t  Popular Ac- 
t ion  Front - with a Marxist candidate - was second with 2 9 .  

The Radicals, Chile's l a rges t  and most powerful party,  entered 
an informal agreement with Alessandri in  1959 and supported h i s  
s t ab i l i za t ion  program. In August 1961, the Radicals entered the 
government accepting four cabinet positions,  Foreign Affairs,  
Econorqy, Agriculture, and Health. Their price was Liberal and 
Conservative backing of the key Radical goals of land and tax  
reform. 

Under Alessandri, r e la t ive  economic and f inancial  s t a b i l i t y  was 
achieved f o r  a time. Price r i ses ,  which had amounted to s l igh t ly  
over 3 6  i n  1958 and 1959, were held t o  6$ i n  1960, and 1@! i n  
1961. Unt i l  the l a s t  few months of 1961, the  escudo remained 
firm a t  the  r a t e  pegged i n  1958 of 1.05 t o  the do l la r .  With the 
par t ic ipat ion of the Radical Paxty i n  the government beginning 
l a s t  nugust, work was s ta r ted  on tax and land reform measures. 
Despite t h i s  seeming progress, Chile's present s i tuat ion i s  pre- 
carious because the economy has fa i l ed  t o  grow. 

The Chilean economy has been v i r tua l ly  stagnant. Per capi ta  GNP 
has declined s teadi ly  since 1950. Thus continual deterioration 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) - 

Coons 0.4' 

of economic ac t iv i ty  i n  re la t ion t o  population growth has re- 
sul ted i n  the worst such s i tuat ion i n  all South America. 

Agricultural production has not kept up with the population in- 
crease and the country must import 2G$ of i t s  food needs. The 
d e f i c i t  i n  housing u n i t s  i s  estimated t o  be around b00,000, and 
i s  increasing by 38,000 un i t s  per year. Industry i s  producing 
a t  only about 5 6  t o  60% of capacity. Developrrent cap i ta l  i s  
almost unavailable and i n t e r e s t  r a tes  of 20$-25% are customary. 

Chile1 s imports i n  1961 rose t o  $550 million, $50 milli.on over 
the  1960 level ;  exports remained constant a t  about $480 million. 
This imbalance and the f l i g h t  of cap i ta l  almost exhausted the 
country's foreign exchange reserves. The governmnt's borrow- 
ing from the Central Bank toward the end of 1961 exceeded the 
l eve l  agreed upon with the International Monetary Fund (IMF) by 
$70 million and resul ted i n  the  IMF suspending i t s  January 1961 
support arrangewnt.  Wage and salary ra i ses  of 16.@ enacted 
l a t e  i n  1961 are bringing on pr ice  r i s e s .  

The govenunent stopped sa les  of foreign exchange on December 27, 
1961 and ins t i tu ted  a dual  system using the 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 transactions.  Foreign exchange sa les  began again Janu- 
ary 15, with only about $8 million i n  reserves. Since then, the 
f ree-market price of do l la r s  has gone as  high as 1.60 escudos 
compared with the  o f f i c i a l  r a te  of 1.05 t o  the dol lar .  

Self -Help and Ref o m  

Planning. In  the l a t t e r  p a r t  of 1961 Chile submitted a ten-year 
plan of nat ional  development khich c a l l s  f o r  investments of about 
a b i l l i o n  do l la r s  a year, of which about 8@ i s  expected t o  mme 
from in te rna l  resources. The IBRD has been studying the Chilean 
plan with a view t o  organizing a consortium of industr ia l ized 
countries t o  provide the necessary external resources. The plan 
has been submitted f o r  review and evaluation t o  the Pan American 
Union's panel of experts.  The Plan's t a rge t s  are a 2.5$ average 
annual per capi ta  increase in  gross domestic product and an in- 
crease i n  investment from the exis t ing 10$ ra te  t o  17.5$ in  the 
f i n a l  year of the plan. 

Agrarian Reform. An amendment t o  the Constitution permitting 
agrarian reform was presented t o  Congress January 16. The pro- 
posed leg i s la t ion  would permit the government t o  s t re tch  out over 
a ten-year period i t s  payments t o  owners of cer ta in  expropriated 
land. Only abandoned and poorly-worked land would be subject t o  
t h i s  measure. However, i f  the expropriation of "poorly worked" 
land i s  vigorously carried forward the law could encompass large 
amounts of the  country's crop land. 

~ o u s i n ~ .  Chile s e t  up i n  1961 a nationwide savings and home loan 
association system. Fifteen associations are already i n  ex i s t -  
ence, and 11 have authorization t o  make loans. More than $500,000 
i n  loans f o r  home constructions have already been made by associa- 
t ions  i n  various par ts  of the country. 

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

Public Administration. The Chilean in te rna l  tax service s ta r ted  
a t ax  administration school i n  ~ u g u s t  1961 t o  t r a i n  inspectors i n  
t ax  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 ining by the summer of 1962. 

Tax Reform. A t a x  reform b i l l  i s  now being studied by the 
Chilean Government with the intention of introducing it i n  the 
next session of Congress. The Government expects t o  receive ad- 
d i t iona l  revenues of $48 million as a r e s u l t  of improved tax 
col lect ion and enforcement and the provisions of the new tax b i l l .  

U. S. Assistance Strategy 

U.S. policy is  t o  press the Alessandri administration t o  ac- 
celerate  Chile's development because of the very r e a l  possibil-  
i t y  that , i f  substant ia l  economic and soc ia l  progress i s  not made 
soon, a coalit ion of extremist groups including the Communist 
Party may win the 1964 President ia l ,e lect ion.  It i s  therefore 
especially urgent t h a t  Chile adopt the self-help neasures essen- 
t ia l  t o  development. 

U.S. participation in  Chile 's  Ten-Year Plan of Economic Develop- 
ment i s  subject t o  adequate sel f  -help on Chile 's  pa r t .  In re-  
cent discussions with the  Chilean Government, long-range U.S. 
assistance was considered as par t  of a proposed internat ional  
consortium drawing on public funds from other countries. U.S. 
participation, which could amount t o  as  much as  $350 million 
over the f i r s t  f ive  years of the Plan, would be contingent on 
Chile's making steady and substant ia l  progress i n  solving basic 
problems of land tenure, tax structure,  and s tabi l izat ion.  Per- 
f w m n c e  in self-help would be determined mainly on the basis  of 
an annual progress review of Chile 's  Ten-Year Plan. In addition 
t o  evaluating the general effectiveness of the Chilean Govern- 
ment's s tabi l izat ion program, the U. S. Government intends t o  
take in to  account the following specific considerations: 

Whether the Government of Chile has enacted necessary tax 
reform leg i s la t ion  and has taken the necessary administra- 
t ive  measures t o  a t t a i n  the l eve l  of tax revenues necessary 
f o r  the financing by the Government of Chile of a t  l e a s t  
8@ of the t o t a l  cos t s  of the public sector developmnt 
projects being implemented as estimated i n  Chile's Ten- 
Year Plan, and t o  improve adequately the equity with which 
the tax burden i s  dis t r ibuted among the dif ferent  income 
groups of Chile. 

Whether the Government of Chile has enacted necessary 
agrarian reform leg i s la t ion  and has vigorously implemented 
t h a t  legis la t ion.  This would include the questions i n  
particular,  of whether ( a )  a land tax had been enacted and 
had been so enforced as  t o  encourage b e t t e r  land u t i l i z a -  
t ion, (b) adequate farm cred i t  f a c i l i t i e s  were being es- 
tablished, and (c  ) appropriate land redis t r ibut ion measures 
were being pursued. 

The resu l t s  of the  i n i t i a l  review and evaluation of the 
Plan and of i t s  periodic review and evaluation by the panel 
of experts of the Pan-American Union. 



In  addition t o  the domestic and external resources required f o r  
implementation of the public sector projects included i n  the 
national development plan, Chile needs t o  acnleve ana w m a i r ~ t t r ~ r ~  
f inanc ia l  s t a b i l i t y  and create the proper climate t o  assure the 
d i r e c t  pr ivate  investment goals. 

Grant ass is tance through the A I D  program i s  proposed t o  a s s i s t  
the Chilean Government i n  the improvement of socia l  and economic 
services e s s e n t i a l  t o  carrying out the Ten-Year Plan. Goals have 
been es tabl ished f o r  the grant program i n  rural  improvement, 
educational systems reforms, public administration, and f inancia l  
and c r e d i t  i n s t i t u t i o n a l  improvement. More immediate human needs 
w i l l  be m e t ,  preferably through loan assistance by the appropriate 
c r e d i t  agency o r  agencies, i n  water supply, housing, and egricul-  
t u r a l  c r e d i t  projects .  

The United S ta tes  i s  a l so  supporting the program of earthquake re- 
construction. I n  May 1960, Chile suffered a ser ies  of disas- 
t rous  earthquakes which caused damage estimated a t  $372 mill ion. 
To a s s i s t  i n  the  reconstruction and rehabi l i ta t ion of Chile, the 
United S ta tes  loaned $100 mill ion on August 3 ,  1961 and an ad- 
vance of $30 mill ion was made on t h a t  date.  Project agreements 
f o r  reconstruction work amounting t o  $85 million have now been 
signed, and about $20 million t o  actual  expenditures have been 
approved by our A I D  Mission. It i s  estimated that the  balance 
of $15 mil l ion w i l l  be agreed upon by ea r ly  April. 

Proposed AID Program FY 1963 

Developmnt loan assistance f o r  FY 1963 i s  predicated on three 
assumptions: ( 1 )  that by ea r ly  FY 1963 f i s c a l  and f inanc ia l  
measures designed t o  s t ab i l i ze  the econorqy w i l l  be i n  e f fec t ,  
(2 )  t h a t  progress w i l l  have been made on tax,  land, customs and 
administrative reforms, and (3) t h a t  a consortium will be organ- 
ized t o  meet the  external  resource requirements f o r  Chile 's  Ten- 
Year Plan. 

A I D ' S  contribution t o  t h i s  consortium i s  based on the assumption 
t h a t  o ther  sources - industrialized countries and internat ional  
lending agencies - w i l l  provide somewhat more than half the f i -  
nancing required. A substant ia l  pa r t  of our par t ic ipat ion w i l l  
go towards support of the i n s t i t u t i o n a l  framework needed to  lm- 
plement the  plan; such as  an indus t r i a l  development bank and a 
cooperative bank. Loans fo r  socia l  progress such a s  school con- 
s t ruct ion a re  similarly envisaged. Funds would a l s o  be provided 
f o r  spec i f i c  development projects such a s  one now under consider- 
ation, cost ing $10 million, t o  provide por t  f a c i l i t i e s  f o r  
Concepcion -- Chile's l a rges t  indus t r i a l  complex. Program support 

f o r  cap i t a l  imports might be provided. Funds are  a l so  planned 
f o r  f e a s i b i l i t y  and engineering studies necessary t o  t r ans la te  
L U ~  UI.UU s r r i ~ s t i i i t i r t - p r v ~ u ~ t i ~ r r  goel5 ~f the Fr?$rm i ? ? ~  1 ~ ~ 7 -  
able projects .  

Grants of $3.3 million, primarily f o r  technical assistance,  a r e  
proposed i n  FY 1963. These would concentrate on (1 )  helping Fm- 
prove conditions f o r  people i n  ru ra l  Chile who lack schools, do 
not have proper housing with water and sani tary  f a c i l i t i e s ,  lack 
knowledge of mbdern agr icu l tu ra l  methods, and who, i n  general, 
a re  economically underprivileged; (2)  fos ter ing and ass i s t ing  a 
reform of Chile 's  educational system with emphasis on improving 
primary education; (3 )  improving Chile's administrative machin- 
ery  fo r  development planning and operations with emphasis on tax 
administration; and (4 )  a s s i s t i n g  i n  the establishment of c r e d i t  
mi& f i n m e i d  i n s t i t u t i o n s  nPc~ss=y for development with em- 
phasis on i n s t i t u t i o n s  providing medium and long-term c red i t s  
t o  small and medium-sized business enterpr ises .  

Accomplishments and Changes 

Our program i n  Chile represents a d ras t i c  s h i f t  in  emphasis from 
technical assistance t o  par t ic ipat ion through development lend- 
ing  i n  a long-term program of economic development keyed t o  
steady progress i n  making v i t a l  socia l  nnd economic reforms. 

Housing. U.S. ass is tance has ennbled Chile t o  s e t  up a nation- 
wide savings and home loan association system t o  help solve t h i s  
problem. To date, 15 savings and loan associntions htrve been 
established i n  various parts of the  country and Il have already 
been authorized t o  make loans. To regulate this system a cen- 
tral savings and loan associa t ion regulatory author i ty  and mrt- 
gage bank has been es tabl ished.  More than $500,000 i n  loans f o r  
horn construction have already been made through the  savings and 
loan system i n  various p a r t s  of the country. 

Rural Improvement. The I n s t i t u t e  of Rural Education i s  making 
a dedicated e f f o r t  at improving the soc ia l  and economic condi- 
t i o n  of farm people through r u r a l  education programs. The In- 
s t i t u t e  now has 12 t r a in ing  centers i n  operation; f ive  more are  
under construction. More than 4,000 r u r a l  youths have received 
ins t ruct ion a t  these centers.  More than 1,250 r u r a l  schools a re  
enrolled i n  a radio school program t h a t  the I n s t i t u t e  conducts. 
Teachers from 400 of these schools have par t ic ipated i n  leader- 
ship t ra ining courses given by the I n s t i t u t e .  ~ l s o  the I n s t i t u t e  
has printed and c i rcula ted 48,000 copies of 70 ins t ruct ional  
bu l l e t ins  on matters of concern t o  the  rural population. Rural 
leaders from the I n s t i t u t e  have organized over LOO f m  c o ~ i  
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groups t o  a t t ack  cooperatively rural problems t h a t  cannot be 
solved on an individual basis .  

Past U.S. assistance has enabled the I n s t i t u t e  t o  increase i t s  
t r a in ing  capacities and improve the qual i ty  of i t s  educational 
programs. U.S. assistance t o  the I n s t i t u t e  i s  continuing. 

Economic Training. A U.S. financed contract between the Uni- 
ve rs i ty  of Chicano and Catholic University of Santiago resulted 
i n  the-establishment of a modern School of ~conomics. The 
school, with one of the best l i b r a r i e s  on economic subjects in 
~ h i G ,  has recently been enlarged and a postgraduate school 
added. 

- 
Obligations and Connnitments FY FY FY 

(millions of  c b l l a r s  & dol lar  equiv. ) 194G1961 1961 1962 

AGENCY FOR INT*L DEVELOPMENT - TOTAL... 76.3 

Alliance for Progreeer 
Loana (DLF prior to 1962) .......... 
I.D.B. Rust Fund Loans ............ 
Grants (T.c. p r io r  t o  1961) ........ 
Reconstruction b a n  .............. 

Supporting Asst. (E/SA pr io r  t o  1961) 
Other E6P Economic ................. 

FOOD FOR PEACE (P.L. 4801 .............. Tit le  I, Country Usee.. 
(Sales Agreement 6). ................. 

Tit le  II............................. 
T i t l e  III............................ 
Ti t le  ............................... 

............ EX-Dl BANK U)NGTERM LOANS. 283.1 

MILITARY ASSISTAKE (Program sl 
H.A.P. - Grarrt Aid................... 48.6 
M.A.P. - C r e d i t  Aesietance ...........- 
Non4.A.P. W i t a r y  Assistance... .... 5.0 

ASSISTANX FROM INT*L AGFXIES 
IBRD - World Bank ................... 112.2 
International Finance Corp. ........ 5.8 
International Develop. Assn. ....... 19.0 
Inter-American Development Bank .... 6.0 
UNTech.Assist.-CYendinginFY ... 4.3 
UN Special Fund .................... 5.1 

OTHER FRFE W O R L D  ASSISTANCE .......... - 
SINGSOVIET BLOC ASSISTAN(=E .......... - 
U. S. DOlXAFl LOAN REPAYMEXIS 
S P  and P.L. 480 b a n s  ............. 1.9 
Export-Import h n k  ................. 156.2 
Other Government b a n s  ............. - 

aJ July-Dec. 1961. 



Country: CHILE 

AREA & POPULATION 

BASIC DATA 

AVERAGE 
Unit Cmm (UHDEV . A R E A S  

Area ................ 1000 sq.mi. 286 xxx 

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

AGRICULTURAL LAND 

..... $ of Total Area 

Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop . 
( P r i m  . & Sec . ) ..... 

Pupils per  Teacher 
(prim . only) ....... 

FIEALTEI 

..... Life Expectancy 

People per Doctor ... 

M i l  . 
P 

No . 

P 
Acres 

W / Y ~  

P 

k 

No . 

Y r s  . 
No . 

GENERAL ECONOMIC DATA 

Calendar Years 

GRaSS NATIONAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment as  Percent of GNP ............. 

. ....... AGRICULTURAL PRODUCTION INDEX TUTAL 
Index Per Capita ......................... 

Wheat .................................... 
................ INDUSTRIAL PRODUm I O N  lTD!Z 

COST OF LIVING INDEX (Santiago) ............ 
FOREIGN TRADE ................... Total Exports (f .o. b. ) 

Copper bars, ores. concentrates ....... 
Total Imports (c . i . f .  ) ................... 

Wade Balance ....................... 
Wade with United States  ( U  . S . d a t a ) :  

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

Wade Balance .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

Unit . 

$ Millions 
Dollars 
Percent 

$ Millions I 1  

II 

I, 

$ Millions 
I1 

II 

1963 1961 E s t  . - 

-Million Dollar Equivalents . 

CENTRAL GOVERNMENT FINANCES* FY ending Dec . 31 1960 1961 (F'rel) 1962 ( ~ u d )  

Total Expenditures ................................ 802 
(Defense Expenditures) 

929 1. 230 ....................... 
(Capital Outlays) ............................ (125) (135) (170) 

(196) (212) (310) 

................................. Domestic Revenues 67h 773 890 

Budget Receipts from N0n.U.S. Foreign Aid ......... -1h 17 130 

Budget Receipts from U.S. Aid  rants b ~ o a n s )  .... 12 55 92 

Remaining Deficit  (-)  o r  Surplus (+) .............. -130 -811 -118 

a .. Converted a t  1.05 Escudos per U.S. $ . 
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.$ r % WV- %- +- THE ALLIANCE FOR PROGRESS I N  COLOMBIA 

Colombia faces crucial  elections i n  1962 with a l l  senators and 
representatives up f o r  re-election i n  mid-hrch and a new presi- 
dent t o  be elected i n  Msy. No possible successor enJoys the  per- 
~zral grfetige of E e ~ i & = z t  L1-r35, sc that ,Pactlo:& -ni.ii.;t.riig 
has been b i t t e r  and may even present a threat  t o  domestic s ta-  
b i l i t y .  It is possible t ha t  c i v i l  s t r i f e  may erupt during the 
c r i t i c a l  election period. 

An additional po l i t i c a l  problem stems from rural banditry and 
violence. Deaths from t h i s  violence average 250 per month. 
mere  a r e  a t  l eas t  t w ~  areas of the rura l  countryside under the 
domination of bandit gangs, some of which a r e  Communist i n f i l -  
t ra ted.  It i s  expected tha t  the Communists w i l l  make an- 
increased effor t  t o  i n f i l t r a t e  other bandit group. 

It i s  estimated tha t  there a re  8,000 Communist Party members plus 
-,, !JK nnn --- s;m~zt!!izers. Eevertheleas, L I e  Colam3ia~ Government 
remains part icular ly friendly t o  the United States and frequently 
takes helpful in i t i a t ives  i n  international bodies. These have 
ranged from President Lleras ' proposals on Cuba (which led t o  the 
Punta del  Este conference), t o  support of our policies i n  t he  
U.N., with Colombia being the only Latin American country t o  send 
troops t o  Korea. 

Public opinion surveys indicate tha t  President Kennedy's v i s i t  t o  
Bogota increased the percentage of Colombians who are  aware of 
the  aims of the Alliance f o r  Progress from 335 t o  87%. 

The following table gives some comparisons between Colombia and 
the United States: 

Colombia United States  

Per Capita GNP &'61 
Calories Per b y  Per Capita 

$2,800 
2,225 3,220 

Inf'aot Mortality (deaths pr ior  t o  
age one per 1,000 l i v e  bir ths)  100 26 

Life Ekpectancy 46 yrs. 70 
Literacy 
Rate of Population Growth 

62 Z 
2.8 $ 

98 4 
1.7 4 

Cost of Living Index (1953 = 100) 185 ll2 

In recent years, ~olombia 's  annual population growth has averaged 
2.84, so tha t  the  average increase i n  the GNP of 34 has meant a 
per capita increase of l e s s  than one-half of 1%. Agricultural 

only 44 of t o t a l  farm lands and a t  the other extreme 14 of fanas 
occupy 314 of farm lands. 

ZulornLia depeiib on ciifi'ee l o r  75s of i L t c  expori earnings. Thus 
the decline i n  raw coffee prices from $.80 a pound i n  1954 t o  
$.44 i n  1961 has considerably harmed Colombia's econolqy. In 1 9 9 ,  
the Colombians earned $550 million f r o m  coffee exports. In 1961, 
earnings had dropped t o  $320 million. 

The past year has vitnessed a serious deterioration i n  the 
bslance-of-payments position of the Colombian Government. It i e  
expected that the  1962 def ic i t  w i l l  be approximately $262 mil- 
l ion, which i s  more than half of t he i r  annual export earnings. 
This trend resulted Largely from too early relaxation of import 
restr ic t ions and financial controls. 

Effort6 t o  eliminate the yoverty of the  buik of the  country's 
15,000,000 people a r e  severely hampered by an i l l i t e r acy  r a t e  of 
about 3% of the  adult population. This r a t e  i s  probably increas- 
ing rather than declining a t  present, since more than one-third 
of a l l  Colombian children between the ages of seven and 12 never 
have an opportunity t o  go t o  school a t  a l l  and many others attend 
claeses only briefly. 

A potent ial  source of serious social  w e s t  is the  evercrovded 
c i t i e s ,  t o  which an ever increasing percentage of the  population 
is  moving i n  search of jobs. M i m t i o n  t o  c i t i e s  has increased 
the urban proportion of - the pop&tion from 395 i n  1951 t o  495 
in 1961. 

Self-Help and Reform Measures 

In December 1961 Colombia completed formulation of the f i r s t  10- 
year economic and social  development plan under the Alllance fo r  
Progress.  his plan projects a 5.6s a n n u  increase in ~ m .  
Most of the $8 bi l l ion  of development expenditures envisaged in 
the  plan wil l  be provided by Colombia i t s e l f .  The balance must 
come from public and private U.S. and European sources plus 
international agencies. 

I. December 1960 Colombia passed a t ax  reform lqw. ThLs l a w  sub- 
s tan t ia l ly  raised rates ,  in a progressive fashion, on t he  -per 
levels  of corporate and personal incomes. Personal and corporate 
income taxes a re  providing nearly 505 of the Colombian national 
budget revenues. 

production has lagged behind the  Population growth and is In November 1961 Colombia enacted an agrarian reform law.  It pro- 
declining a t  a r a t e  of .74 per capita. Msldistribution of land vides fo r  the redis tr ibut ion of inadequately used land, v i th  cm- 
i s  indicated by the fact that at One 5O4 Of Occupy pensation t o  t he  present owner. m e  nanner in which cmpeneation 
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THE ALLIANCE FOR PROGRESS I N  COLOMBIA 

is t o  be made depends on t he  s i ze  and present use of an Mi- In December 1961 Colombia began a rapid expansion of the pr i-  
viduel 's land holdings and varies from 202 cash plus five-year mary education system, with federal expenditures f o r  education 
b o a  fo r  adequately used Land up t o  payment by 25-year 24 inter-  i n  1962 budgeted a t  a higher figure than those fo r  mil i tary 
e s t  bonds fo r  large unused t r ac t s .  purposes for  the f i r s t  time i n  recent Colombian history. 



Colombia, with more than 15 million people, i s  t h e  fourth most 
populous country i n  Latin America. It occupies a s t ra teg ic  posi- 
t ion whtch d0rntn~t.m fips sn3 sir mprneches t o  the  Panuma C ~ n p . 1 .  
Colombia's democratic government has stressed the  country's 
act ive  allegiance t o  western t radi t ions  and values and i t s  close 
partnership with the  United States .  Colombia r a s  the  only Latin 
American country to  send troops t o  Kores and has taken i n i t i a -  
t ives  helpful t o  the  United States  i n  the  Organization of Ameri- 
can S ta tes  (OAS) on Cuba and i n  the  United Nations on the  China 
representation issue. 

The United States  has a par t icular  in te res t  i n  furthering 
Colombia's development aspirations,  since Colombia has been i n  
the  forefront  carrying out the  objectives of the  Alliance f o r  
Progress. U.S. exports t o  Colombia i n  recent years have to ta led  
about $240 million annuslly and d i rec t  U.S. investment .In the  
country exceeds $400 million. 

Country Eiscks~round 

The present Government of Colombia, which replaced a mil i tary 
dic ta torship four years ago, appears t o  have caught the  s p i r i t  
and adopted the aims of the  Alliance f o r  Progress. 

Colombia faces crucial  elections i n  March, and must soon select  .q 
new president who w i l l  take o f f ice  i n  August. Extremists of both 
wings a r e  prepared t o  press f o r  power i f  the t rad i t iona l  Conserva- 
t i v e  and Liberal pa r t i es  a r e  unable t o  provide a s table  and for-  
ward looking government. 

Colombia's economic and soc ia l  problems include poor dis t r ibut ion 
of land and wealth, an i l l i t e r a c y  r a t e  of 38s combined with s e r i -  
ous shortages of schools, widespread violence and banditry i n  
ce r ta in  r u r a l  areas, and overcrowded c i t i e s  where lack of housing 
and serious public heal th  problems fos te r  social  unrest. The 
average increase of 3 s  i n  the  Colombian Gross N ~ t i o n a l  Product 
(GNP) has barely exceeded t h e  population growth r a t e  of 2.8$. 
The r a t e  of increase of agr icul tural  production, which was only 
276 i n  1960, has lagged behind the r a t e  of population growth. 

Overdependence on coffee, which provides an average of 7576 of 
Colombia's export earnings, and weakening of world coffee pr ices  
have resul ted i n  declining earnings of foreign exchange while 
import needs rose. A relaxation of previo- austere  import 
res t r i c t ions  was an added factor  i n  bringing about a deteriora- 
t i o n  of Colombia ' s  balance-of -payments position during 1961. The 
problem has been compounded by the  need f o r  increased budgetary 
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expenditures and the  importation of goods and technical s e r v i c e ~  
i n  connection with the  government's developnent program. 

Self-Help Measures. The Colombian Government's National Economic 
Planning Council i s  well organized and submitted a comprehensive 
10-year development plan f o r  review by the  OAS Panel of Experts 
i n  December 1961. Portions of t h i s  plan a r e  already being imple- 
mented, e.g., the  education budget f o r  1962 i s  higher than the 
mil i tary b a e t  f o r  the  f i r s t  time i n  recent history. 

A tax reform law r a s  passed i n  December 1960; Colombie now 
obtains almost 5076 of i t s  federal budget from personal and cor- 
porate income taxes. An Agrarian Reform Law, passed i n  November 
1961, seeks t o  promote wider land ownership, colonization and 
increased agr icul tural  productivity; the  ava i lab i l i ty  of good 
undeveloped land enhances the  probabili ty of early implementa- 
t i o n  of the  l a w .  A low-cost housing construction prog?xm has 
been launched t o  meet mounting needs f o r  urban housing. In 1959 
housing s t a r t s  were only 3,000 but i n  1960 had r i sen  t o  10,000; 
40,000 a re  planned f o r  1963. 



U.S. Assistance Strategy 

It i s  recognized tha t  Colombia's economic potential ,  i ts  progres- 
s ive  a t t i t u d e  toward s o c i a l  and economic reform, and the  re la -  
t ive ly  advanced s t a t e  of i t s  national planning qualify the  
country f o r  major developmental ass is tance under the  Alliance f o r  
Progress. However, premature relaxation of national f i s c a l  and 
f inanc ia l  pol ic ies  have recently placed the  country i n  a precari-  
ous balance-of-payments posi t ion which seriously impeded develop- 
mental e f f o r t .  Through a Supporting Assistance loan of $30 
million i n  March 1962 AID i s  trying t o  a s s i s t  the  Government of 
Colombia t o  maintain the  flow of essen t ia l  (non-luxury) imports, 
a t  the  same time obtaining the promise of a more r e a l i s t i c  finan- 
c i a l  policy. Effor ts  a r e  a l so  being made joint ly  by Colombia and 
the  U.S. Government t o  obtain c red i t  extensions from member coun- 
t r i e s  of the  Development Assistance Committee in meeting the cur- 
rent  balance-of-payments s i tuat ion.  

U.S. assistance s t ra tegy assumes t h a t  i n  FY 1963 (1) Colombia's 
emergency balance-of-payments needs w i l l  have been met; (2) 
Colombia w i l l  have taken the necessary f i s c a l ,  monetary and 
re la ted reforms t o  correct the  current payments imbalance; (3) 
the  International Bank f o r  Reconstruction and Development (IERD) 
and the  OAS Panel of Ekperts w i l l  have completed t h e i r  review and 
evaluation; (4) the  external resources mobilized i n  support of 
the  Plan w i l l  be adequate t o  avoid an ~;nmane.geable payments def i -  
c i t  i n  FT 1963 and over the  l i f e  of the  Plan; and (5) Colombia 
w i l l  be carrying out the vigorous and effect ive enforcement and 
administration of i t s  recently enacted t ax  and Land reform laws. 

If these assumptions a r e  borne out, AID should join IBRD, IDB, 
and other lending sources t o  provide external support f o r  the  
Plan. As i l l u s t r a t i v e  of the  general levels  of external public 
ass is tance cal led f o r  by the  Plan, the  following estimates of 
orders of magnitude have been made. Any necessary changes i n  
these estimates w i l l  be made a f t e r  the  review of the  Plan has 
been completed (about June, 1962). 

A group consisting of t h e  IBRD, the  IDB, and other internat ional  
and foreign government sources would provide a minimum of $65 
million i n  FY 1963. 

AID development lending would be $40-$60 million. 

Food f o r  Peace programs would be about $7.5 million under T i t l e  I 
and $20.0 million under T i t l e  111. 

Proposed AID Pro~ram f o r  FY 1963 

Anticipating a re turn t o  economic s t a b i l i t y  i n  ear ly  FY 1963 and 
general agreement with Colombia on i t s  10-year Development Plan, 
it i s  estimated thst development loans t o  Colombia i n  the  amount 
of $40 million t o  $60 million w i l l  be required f o r  FY 1963. 
Specific development project proposals must await the  review of 
Colombia's development plan and the organization of a consortium 
by the  lBRD to  a s s i s t  i n  i t s  financing. AID development financ- 
ing might well need t o  encompass both general program support 
f o r  the  Plan - t h a t  is, cap i ta l  goods and industr ia l  raw materials - and funding f o r  par t icular  development projects.  

Further development of Colombia's agr icul tural  and mineral 
resources i s  being promoted thmugh two autonomous government 
corporations, the  Cauca Valley Authority and the Magdalena Valley 
Authority, whose integrated approach t o  regional development i s  
similar to  t h a t  of the  Tennessee Valley Authority (TVA). These 
regional authori t ies  can use development loans t o  finance r u r a l  
penetration roads i n  these areas, thereby incorporating a Larger 
part  of r u r a l  Colombia in to  the  Colombian economy, increasing 
access t o  materials and markets, and stimulating agr icul tural  
production. 

Loan funds would be needed t o  finance a plan f o r  the  construction 
of 40 ru ra l  health centers to serve four mill ion Colombians l i v -  
ing i n  ru ra l  areas with acute social  unrest and currently lacking 
basic health services. 

Another development loan might be required t o  support the  primary 
education progrmwhich promises t o  reduce t h e  i l l i t e r a c y  r a t e  
and t o  provide the  primary education needed t o  expend and modern- 
i z e  the  economy. The program c a l l s  f o r  building 22,000 primary 
classrooms and t ra ining 16,200 teachers over the  four-year period. 
Colombia i t s e l f  plans t o  spend over $59 million on t h i s  program. 
AID made a grant of $3,770,000 i n  FY 1962 t o  t h i s  program, and 
i s  considering a loan of $5 million i n  FY 1963. 

In support of Colombia's economic development, loan funds f o r  
feas ib i l i ty  and engineering studies needed t o  convert broad sec- 
t o r  development pLans in to  loanable projects w i l l  a lso be 
required. 

Proposed grant projects f o r  FY 1963 t o t a l  $4 million, of which 
three-fourths w i l l  be i n  the  form of technical assistance in 
support of Colombia's development goals i n  agrarian reform, 



primary education, and r u r a l  health.  This technical ass is tance 
1s nee&< t o  i i p g ~ d t :  skii it i  arui entabiisn t i e  necessary Ins t i tu -  
t ions  t o  make loan ass is tance effect ive i n  these f i e lds .  The 
balance of the grant ass is tance w i l l  provide f o r  l M t e d  techni- 
c a l  ass is tance i n  the  re la ted  f i e l d s  of higher education, indus- 
t r i a l  management, and community development. 

Accomplishments and Chawes 

Technical cooperation has been the chief form of help provided 
Colombia by AID. Am is now sh i f t ing  drast ical ly  avay fmm its 
t r a d i t i o n a l  emphasis on technical assistance t o  development lend- 
ing i n  support of specif ic  long-run Alliance f o r  Pmgress devel- 
opment objectives.  

A team of f i v e  technicians provided by AID has been ass i s t ing  the 
Government of Colombia i n  the  preparation of i t s  newly enacted 
agrar ian re fom law. AID is also extending a grant of $1.4 m i l -  
l i o n  f o r  a basic resources survey t o  provide basic data essen t ia l  
t o  e f fec t ive  implementation of the  program. A .  $8 million loan 
( ~ u g u s t  1961) from the Development Loan Fund for  agr icu l tu ra l  
c red i t  w i l l  a lso f a c i l i t a t e  implementation of the  agrarian reform 
program. 

A u.S. development grant of $500,000 made in ear ly  1961 f o r  a 
p i l o t  project  i n  self-help housing has stimulated rapid progress 
i n  constructing middle and lw-cos t  housing. Colombia has now 
expanded i t s  housing program, financed par t ly  from i t s  own f u n d  
and p a r t l y  by loans from t h e  DLF and from the  Social Progress 
Trust Fund of the  InterAmerican Development Bank. Colombian 
sources a r e  providing about $51 million, the  DL$ loan vas $12 mil- 
l i o n  and the IDB loan was $15 million. Through the  Institute de 
Credito Ter r i to r ia l ,  the  principal housing agency, 13,500 family 
uni ts  were constructed i n  1961, and 30,000 and 40,000 a r e  expected 
f o r  1962 and 1963. 

U.6. ass is tance i n  malari'a control has aided i n  t h e  reduction of 
the  number of cases from 80,000 i n  1958 t o  a b u t  25,000 i n  1961. 

AID technicians ass is ted Colombia i n  drawing up i t s  primary educa- 
t i o n  plan and continue t o  help Colombia i n  carrying out i t s  p M s  
f o r  an expanded nationwide primary educational system. 

- . AGENCY FOR INTVL DEVELOPHENT 'I'OTAL.. 40.5 

FINANCIAL DATA - 
Alliance for Progress: 

Loans (DLF prior to 1962).. ........ 25.0 
. I.D.B. Trust Fund Loans............ 

Grants (T.c. pr ior  t o  1961).... .... 15.3 
Supporting AS&.(DS/SA prior  to 1961) 0.2 
Other MSP Economic................... . 

Obligations and Commitment 6 
( m i ~ i o n s  of do l la r s  & dollar equi 6-61) 

FOOD FOR PEACE (P.L. 4801 
Ti t le  I, Country Uses.. .............. 51.0 

(Sales Agreements) .................. (69.5) 
T i t l e  II............................. - 
T i t l e  III.............. ............... 26.1 
T i t l e  ............................... - 

EX-PI BANK LONETERM LOANS. ............ 169.0 

FY 
1961 

OTHEE U.S. ECONOMIC PROGRAMS........... 2 .8  

IT 
1962 

MILITARY ASSISTAlJCE (Proarams) 
M.A.P. - G r a n t  Aid................... 29.8 
M.A.P. - Credit Assistance.. .......... 
Non-H.A.P.MilltaryAssistance... .... 8.0 

ASSISTAKE FROM INTVL ACElJCIES 
IBRD - Worldhnk  .................. 200.6 
Internat  io ,ml  Finance Corp ......... 2.9 
Internat ionalDwelop.  Assn. ....... - 
Inter-American Dwelop . Bank ....... 13 -1 
UN Tech. Assist .-CY ending i n  FY ... 3.5 
UN Special Fund .................... 3.9 

OTEW FREF, WORLD ASSISTANCE .......... - 
SINO-SOVIET BLOC ASSISTANCE .......... - 
U.S. DOLLAR LOAN REPAYMENlg 

E P  & P.L. 480 Loans ............... - 
Export-Import Ban% ................. 76.6 
Other Government Loans ............. NA 

July-Dec. 1961. 



GENERAL ECONOMIC DATA 

BASIC DATA 

Area ................ 1000 sq.mi. hh0 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

AGRICULTURAZ, LAND 

..... 3 of Total  Area 

Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  3 of Pop . . 
(Prim . & ~ e c . )  ..... 

Pupils per Teacher 
(Prim . only) ....... 

HEALTH 

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

M i l  . 
3 

No . 

3 
Acres 

K W H / Y ~  

3 

3 

No . 

Y r s  . 
No . 

3RES NATIONAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

. ....... IGRICULTURAL PRODUCTION INDEX TUl'AL 
Index Per Capita ......................... 
Rice ..................................... 

............... PmROLEUM PRODUCI'ION (crude) 

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

Trade Balance ....................... 
Trade with United S ta tes  (U . S . data): ............ Exports t o  U.S. (f .0.b.)  

Imports from U.S. (f.0.b.) .......... .................. Trade Balance 

GOLD & FOMIGN EXCHANGE (end o f  year) ...... 
( cen t ra l  Bank only) 

Unit 1959 

$ Millions 3975h 
Dollars 261 
Percent 21 

1952-54=1OO 132 
11 

Calendar Years 

1. 000 MT 

I1 

1953=100 

$ Millions 
I! .. .. 

$ Millions 
11 

II 

11 

CENTRAL GOVERNMENT FINANCES 8 FY ending Dec . 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 Def ic i t  ( - )  or  Surplus (+) .............. 

1960 1961 Est  . 

-Million Dollar Equivalents . 

1959 1960 1961(Bud) - . 

3h5 392 h66 
(hi') (52) (56) 

(109) (126) (1W) 

+ . Converted a t  6.7 Pesos per U.S. $ . 
a . Includes Central Government and "Decentralized Agencies " of the Central Government . 
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THE ALLIANCE FOR PROGRESS I N  CCETA RICA 

Costa Rica, located between Panama and Nicaragua, i s  one of the 
smallest countries in Latin America. It i s  &nut. equal i n  s ize  
t o  West Virginia and has a population of 1 . 2  million. Unlike 
the other  Central American countries, the Costa Rican popula- 
t i on  i s  predominantly of European origin, the Indian population 
const i tut ing l e s s  than 1% of the t o t a l .  

Signif icant  s t a t i s t i c s ,  n i t h  comparisons t o  the United States,  
t e l l  p a r t  of the story: 

Costa Rica United States  

Per cap i ta  GNP $ 335 $2,800 
Calories per day per capita 2,555 3, 220 
Infant  mortality (deaths p r io r  

t o  age one per 1,000 l i v e  
b i r ths )  2958 69 26 

Life expectancy 60 yrs. 70 grs. 
Literacy 88% 98% 
Rate of population growth 4.2% 1.7% 
Cost of l iv ing  index (1953=100) 117 l l 2  

Costa Rica i s  one of the few tradi t ional  democracies of Latin 
America and it has been relat ively f r e e  from internal  s t r i f e .  
I n  an elect ion i n  February of t h i s  year, the National 
Liberation Party elected a moderate l ibera l ,  Francisco Orlich, 
as President and wan 29 of the 57 sea t s  i n  the Legislative 
Assembly. I n  a four-way presidential  race, Orlich's margin of 
15% over the runner-up precluded the violence which might have 
resul ted from a close election. 

The Communist Party, which has about 300 members and about 
20,000 sympathizers, has l o s t  considerable support over the 
past  few months because of popular disillusionment u i th  Castro 
and aggressive anti-Communist action by the Catholic Church 
and by organizations of aroused citizenry' .  In the recent 
elections, the Communist-supported Popular Action Democratic 
Party received f o r  i t s  presidential  candidate l e s s  than 1% of 
the votes case and succeeded Fn electing o d y  one deputy to 
the Legislative Assembly. 

a phenomenal 4.2% increase in population, the la rges t  in Latin 
hmerl ca. The ~ P Q I J ~ ? ? ~  has heen a ~t=&c! xt declir,c ki per 
capita GNP. 

I n  1961 there  was a budget def ic i t  of 10.2 million. The 
Government was unable t o  pay the i n t e r e s t  on a s te r l ing  
bond issue and on a loan made by the Export-Import Bank. 
Receipts f o r  i t s  t rad i t iona l  export crops, coffee, bananas, 
and cocoa, declined dras t ica l ly  in 1961 wfiile haports remained 
stable.  This resulted i n  a sharp decline of foreign reserves 
which totaled $17.4 million in 1960 as  compared u i th  $l l .5  million 
a t  the end of 1961. The impending elections during the l a s t  
year contributed t o  the f a i l u r e  of the  Government t o  take 
many effect ive measures t o  strengthen i ts  economic position. 
However, the decis ion-to devalue i t s  currency by 115g in 
September 1961 resulted in the granting of a U.S. Treasnry 
standby credi t  of $6 million and an increase of $10 million in 
International Monetary Fund (IMF) standby credits.  It is  
expected t ha t  when the new President takes off ice  in Hw even 
more forceful measures t o  strengthen the  economy will be 
forthcoming. 

Self-Help Heasures 

I n  1961 a number of self-help measures were undertaken. Among 
them were: 

(1)  an increased excise t ax  t o  discourage the importation of 
nonessentials, 

(2) an agrarian reform law to  aid farm laborers, 

(3)  the imposition of a t ax  on nonproductive land, 

(4) implementation of a currency s tab i l i za t ion  program which 
included devaluation, and 

( 5 )  a program t o  increase the supply of potable water and 
improve sewage disposal. 

Oosta Rica lacks the  extreme concentration of wealth and mass 
poverty chronic in other areas of Latin America. A substan- 
tial middle c lass  exists.  Per capita Gross National Product 
(GNF) in 1961 uas $335. Total GNP has been increasing a t  about 
k$ per year. But t h i s  economic gronth has been outstripped by 



Costa Rica, located between Panama and Nicaragua, is  one of 
the smallest countries i n  Latin America. It is  about equal 
in s i z e  t o  West Virginia, and has a population of 1.2 million. 
Unlike the other Central American countries, the  Costa Rican 
population is  predominantly of European origin,  the  Indian 
population const i tut ing l e s s  than 1% of the  to ta l .  

Oountry Background 

Costa Rica i s  one of the  few t rad i t iona l  democracies of Latin 
America and it has been re la t ive ly  f r e e  from internal  s t r i f e .  
I n  an e lect ion in February of t h i s  year, the  National 
Liberation Party e lected a moderate l ibe ra l ,  Francisco Orlich, 
as President and won 29 of the  57 seats  in the Legislative 
Assembly. I n  a four-way president ia l  race, Or l i ch t s  margin of 
1.5% over the  runner-up precluded the violence which might have 
resul ted from a close election. 

The Communist Party, which has about 300 members and about 
20,000 sympathizers, has l o s t  considerable support over the  
past  few months because of popular disillusionment with Castro 
and aggressive a n t i - C o d s t  act ion by the Catholic church 
and by organizations of aroused ci t izenry.  I n  the  recent 
elections,  the Communist-supported Popular Action Democratic 
Party received f o r  i ts  president ia l  candidate l e s s  than 1% of 
the votes cas t  and succeeded in elect ing only one deputy t o  
the  Legislative Assembly. 

Now t h a t  the  February 1962 elections a re  over, the  Gov'errnnent 
must face the decision t o  take urgently needed f i s c a l  and tax 
reforms and t o  s ign the  agreements f o r  Central American 
Integration. 

The general economic s i tua t ion  of Costa Rica must be under- 
stood in the l i g h t  of a phenomenal population growth coupled 
with declining world market pr ices  f o r  the  t rad i t iona l  exports 
of Costa Rica: coffee, bananas, and cocoa. 

There i s  urgent need f o r  planning, but a t  this time no central  
planning of f ice  nor national development*plan e f i s t s .  

Costa Rica i s  devoting 30% of i t s  national budget t o  education. 
In 1962 it plans t o  bui ld  300 classrooms, which is  far short  of 
the  estimated need of 500. 

Costa Rica has no anqy, and police costs  represent l e s s  than 
7% of the  budget. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 
(Millions of Dollors) 

Agriculture, fo res t ry  and f ishing accounted f o r  40% of CXP Fn 
1961. The econom i s  predominantly agr icul tural .  Most of the 
farmers are engaged in economically marginal agricul ture  on 
small plots.  

Self -HeQ 

In April of 1961 a national authority of water and sewage was 
established t o  administer a program designed t o  make potable 
water available and t o  improve sewerage. 

In June of 1961, the  Costa Rica Public Housing Authority 
completely reorganized i t s  savings and loan operation placing 
s t r e s s  on a program t o  provide houses f o r  lower income groups 
through a sa la ry  deduction plan. 

I n  September of 1961 customs dut ies  on nonessential imports 
were increased t o  a t  l e a s t  30$, and, in the  case of luxury 
items, t o  50%. 

Also i n  September 1961 as a pa r t  of currency reform, a standby 
agreement was concluded with the  Internat ional  Monetary Fund, 
a unitary r a t e  was established, and the  currency was devalued 
by about 1.5%. 



Country, COSTA RICA 

In October 1961 a tax was placed on r e a l  es ta te  designed t o  
discourage nonproductive holdings. 

Also Fn October 1961 an agrarian reform law ma enacted which 
protects  the  sech-ity of tenure of farmlaborers,  s m a l l  
farmere, and squatters.  

U S .  Assistance Strategy 

The U.S. s t ra tegy i s  t o  assist Costa Rica t o  engage in compre- 
hensive development planning in order t o  coordinate the 
Government of Costa Rica' s (C~OCR)  expenditures on social  md 
econcrmic developent  within a ra t ional  framework. 

Loans and grants will be marshalled t o  meet the needs f o r  
planning educational improvement, agricultural diversification, 
and indus t r i a l  development. 

Proposed AID Program f o r  W 1963 

Assistance i n  organizing a national development planning off ice  
and in the  drawing up of a development plan will be provided. 
A start on t h i s  a c t i v i t y  i s  regarded a s  essent ia l  t o  the  
attainment of the three  p r io r i ty  goals in the f i e l d s  of 
education, indus t r i a l  and agr icul tural  development, and public 
health.  

To es tab l i sh  a private industr ia l  financing ins t i tu t ion  which 
can provide entrepreneurs with the  loan capital  which they need, 
a loan of a t  l e a s t  $3 million from external sources w u l d  be 
required during FP 1963 t o  supplement local ly  subscribed capi ta l .  

During the  next f i v e  years Costa Rica wil l  have t o  remodel o r  
construct a nunber of important health f a c i l i t i e s  t o  give 
reasonably adequate care t o  i ts  graving population. The t o t a l  
cost  is estimated a t  $8,388,000. I n  FY 1963 an Agency f o r  
Internat ional  Development (KID) loan of $1.9 million w i l l  be 
considered, of which $1.8 million wi l l  be fo r  hospitals outside 
of San Jose and $100,000 f o r  remodeling and building 15 rura l  
health centers . 

Accomplishments and Changes 

As a r e s u l t  of U.S. AIDMission and U.S. Cmbassy e f f o r t s  t o  move 
the Government of Costa Rica towards organizing a planning office 
and drawing up a development plan, the  GOCR has requested the  
International Bank f o r  Reconstruction and Development ( I ~ R D )  
t o  send a team of economists t o  make a study of the  economy 
and design an economic development plan. It i s  expected t h a t  
the  newly elected President will vigorously push towards 
establishing a planning office. Pending the completion of a 
national plan, AID loan and grant a c t i v i t i e s  wi l l  concentrate 
on projects which have a d i rec t  impact on the population and 
a s s i s t  in meeting c r i t i c a l  needs i n  the  agricultural,  educa- 
t ional,  health, and indus t r i a l  development f i e lds .  

With U.S. A I D  Mission assistance the  Government of Costa Rica 
drafted l eg i s la t ion  nhich was approved t o  es tabl ish a 
Department of Rural Credit, Land, and Colonies t o  implement 
the  neu agrarian reform policy. 

An International Development Services contract team, presently 
financed by U.S. AID,is helping the Bank of Costa Rica t o  s t a r t  
( a )  a p i l o t  agr icul tural  resettlement project a t  La Perla on 
the  Atlantic Coast, (b) supervised agr icul tural  c red i t  
projects,  ( c )  the  stimulation of cooperatives. 

The new Housing Authority program was also the r e s u l t  of the 
work of a U.S. A I D  Mission short-term contractor and a U.S. A I D  
technician. A $3.5 million loan from the Inter-American Develop- 
ment Bank (IDB) i s  providing seed capital .  A r u r a l  housing 
project based on similar techniques i s  t o  be financed by a second 
loan from IDB of $2.0 million. 

The U.S. AID ass is ted the Government of Costa Rica i n  drafting 
National Water and S e w r  Authority as well a~ in developing 
the  preliminary plans f o r  the metropolitan water supply 
project.  



BASIC DATA 

AVERAGE 
Unit COSTA RICA (UHDEV . A R E ~ S  

AREA & POPULATION 

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

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

AGRICULTURAL LAND 

$ of Tota l  Area ..... 
Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

mils a s  $ of Pop . 
(prim . & Sec . ) ..... 

Pupils per Teacher 
(prim . only) ....... 

HEALTH 

..... Life  Ekpectancy 

People per Doctor ... 

Mil . 
P 

No . 

P 
Acres 

K W H / Y ~  

P 

P 

No . 

Y r s  . 
No . 

GENERAL ECONOMIC DATA 

Calendar Years 

Unit 1959 1960 
GRES NATIONAL PRODUCT * 

Total GNP (in 1960 Prices) ............... $ Millions 383 .402 
Per Capita GNP ........................... Dollars 340 343 
Investment a s  Percent of GNP ............. Percent 18 18 

....... . AGRICULTURAL PRODUCTION INDEX. TOTAL 1952-54=100 117 132 
Index Per Capita 

11 ......................... 
Rice. rough .............................. 1. 000 MT 

. .................. ELECTRIC PWER PRODUCTION M i l l  KWH 

............. COST OF LIVING INDEX (son ~ o s e )  1953=100 

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

Total  Imports (c . i . f .  ) ................... I t  

Trade Balance 11 ....................... 
Trade with United S ta tes  (U.S. data):  ............ Exports t o  U.S. (f  .o. b. ) $ Millions 

Imports from U.S. (f .0.b.)  II .......... 
Trade Balance I t  . .................. 

GOLD & FOREIGN MCHANGE (end o f  year) 
I, ...... 

CENTRAL GOVERNMENT FINANCES* FY ending Dec . 31 

................................ Total  Expenditures 
(Defense Expendi turesja ....................... ............................ (Capital Outlays) 

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants ?C ~ o a n s )  .... 

.............. Remaining Def ic i t  ( - )  or Surplus (+) 

1961   st. 

410 
335 
n.a. 

130 
94 
59 

450 

117 

78 
38 

109 
=Ti 

40 
43 
T 

11.5 (Nov) 
Million Dollar Equivalents . 

1959 1960 1961(~ev .~ud)  -- 
74.3 80.6 88.7 
(2.0) (2.0) (2.0) 

(15.5) (17.3) (21.0) 

68.2 72.0 78.5 

0.8 .. 2.3 

6.4 1.4 5.3 

+1.1 -7.2 -2.6 

+ . Converted a t  r a t e  of 6.65 Colones per U.S. $ . 
a . Police only; country has no armed forces . (AID estimate) 

64 - 



FINANCIAL DATA 
Country, COSTA RICA 

Obligations and Codtments  
(mil l ions  of d o l l a r s  & dol la r  equiv.) 1946-1961 1961 1962 
--- - - - I FY I Fy I Fy 

Alliance f o r  Progress: 
Loans (DLF pr io r  t o  1962) .......... 
I.D.B. Trust Fund Loans.. .......... 
Grants (T.C. pr ior  to 1961) ........ 

Supporting Aset.(DS/sA pr io r  to 1961) 
Other W Economic................... 

FOOD FOR PEACE (P.L. k80) 
T i t l e  I, Country Uses.. .............. ................. (Sales  ~greament 8). 
T i t l e  II.........,................... 
T i t l e  111.. .......................... 
T i t l e  N............................. 

OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTANCE (Programs) 
M.A.P. - Grant Aid................... ........... M.A.P. - Credit Assistance 
Non-M.A.P. Military Assistance....... 

ASSISTANCE FROM INT~L AGENCIES 
IBRD - World Bank ................... 
Inter-American Develop. Bank ........ 
UN Tech. Assist.-CY ending i n  FY ..... 

OTHER FREE WORLD ASSISTANCE.. .......... 
SINO-SOVIET BLOC ASSISTANCE........... 

u. S. D O m  LOAN REPAYMENTS 
MSP and P.L. 480 Loans .............. .................. Export-Import Bank 

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

July-December 1961 
* kss than $50,000. 
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Dom i n  i c a n  
R e p u b l  I C  



The Dominican Republic, a country of 18,815 square miles, the  
s i ze  of the  s ta tes  of New Hampshire and Vermont combined, with a 
popum-cion eb ~imt~ieti trt Liu ee ruiiiloii, ucc-iipies t h e  eti~tcrii kd;- 
th i rds  of the  isLand of Hispaniola i n  t he  Caribbean sea. 

Significant s t a t i s t i c s ,  with comparisons t o  the United States,  
a r e  a s  follows : 

Dominican 
Republic United States 

Per Capita GNP 
Population Growth 
Cost of Iilving Index 

(Santo  omi in go) 

For 3 l y e a r s  the  country was under the  dictatorship of General 
'l 'rujillo. After the seven-month period of po l i t i ca l  turmoil 
which followed his  assassination, an interim seven-man Council of 
S ta te  was established on January 1, 1962 t o  perform both execu- 
t i v e  and legis lat ive functions u n t i l  an elected government is 
ins ta l led  i n  February 1963. Shortly thereafter, Organization of 
American States (0A.S) sanctions were l i f t e d  and t he  United States  
resumed diplomatic relations. 

The members of the Council are  known t o  be anti-Communist as  a r e  
most Ministry heads and other key persons i n  inf luent ial  govern- 
ment positions. However, Castro-Communists are known t o  have 
i n f i l t r a t ed  all po l i t i c a l  parties and the  14th of June Party 
which is now openly Castroist, is slowly gaining strength, p a r  
titularly among the  younger Dominicans. 

The students a t t h e  University of Santo Domingo a r e  taking an 
act ive part  i n  po l i t i cs  for  the f i r s t  time in 32 years. While 
t he  student federation i s  now controlled by prodenocratic mem- 
bers, i t s  extreme l e f t  i s  making a concerted effor t  t o  dominate 
t he  university and t o  use the  students fo r  i t s  awn purposes. 

The newly formed, weak and inexperienced labor conferation i s  
s p l i t  in to  one faction led by a Castro/Comm~~list and one pro- 
democratic faction having the moral support and backing of the 
I n t e r  American Regional Organization of Workers ( ORIT). Although 
members of the Council have expressed concern over the  labor 
s i tuat ion,  the Council's influence i n  labor matters i s  limited 
by t he  f a c t  tha t  the principal pro-Conununist labor leader has 
t he  personal support of the  President of the  UCN, the  dominant 

po l i t i c a l  group i n  the  country. A showdown on t he  control of 
t he  labor movement i s  expected within a few weeks. 

The ru r a l  population, representing a majority of the  people, 
have not as  yet been organized along po l i t i c a l  l ines  t o  any 
important degree. 

Radio broadcasts emansting from Cuba are  attempting t o  undermine 
confidence i n  t he  Council of State  and t o  inc i te  the  Dominican 
people t o  violence. Agitation against t he  Government i s  becow 
ing more open and sabotage more widespread, principally in the  
form of burning of cane f ie lds  and sugar mills.  The Council of 
State,  which u n t i l  recently had f e l t  i t s e l f  paverless t o  counter 
the  propaganda and agi tat ion of t he  Castr-Communists, has now 
embarked upon an intensive propaganda campaign of i t s  own and 
is  %eking severe measlues ~ g e i m t  the  priocipal & c t r o / ~ ~ i s t  
personalities.  On February 2 1 t h e  Council, under a decree l a w  
declared a s t a t e  of emergency charging tha t  R v j i l l o  elements 
have combined with extreme l e f t i s t s  t o  t r y  t o  create chaos i n  
the  country and rehpose a dictatorship. This l a w  a lso pr- 
vided for  the  deportation of those elements creating public dis- 
orders. 

While the  economy of the Dominican Republic is basically sound, 
i t s  short-term financial position i s  diff icul t .  The Q25 million 
which the  United States made available on February 17, 1962 wi l l  
a'ssist t he  Dominican Government i n  meeting i t s  short-nm commer- 
c i a l  obligations and in establishing public work projects t o  
meet the  serious memployment u n t i l  expected foreign exchange 
e a r n i w  of about $200 million and t ax  revenues as a resul t  of 
increased imports permit the  Government t o  carry for th  its nor- 
msl social  and economic programs. Foreign exchange earnings as 
presently projected by the Dominicans a r e  based on t he i r  assump- 
t i o n  that exports of sugar t o  the  United States w i l l  be in the  
magnitude of 800,000 tons during calendar yetir 1962. A l l  that 
can be assured a t  t h i s  time is a U.S. quota of 464,000 tons of 
sugar fo r  t he  f i r s t  half of t he  year. Thus, any change i n  t he  
U.S. sugar legis lat ion during the  second half of t he  year which 
ei ther  reduces quotas or  the premium price w i l l  cause considera- 
b l e  maladjustment i n  the  earning ab i l i t y  of the  econow. 

The Dominican budget currently s e t  a t  $128 million w i l l  be i n  
imbalance as  a resul t  of poor t ax  collections and t he  wholesale 
reductions in taxes previously imposed on t he  conrmercial c- 
munity by 'l 'rujillo for  punitive purposes. An offset  t o  t he  
shor t fa l l  i n  t ax  revenues w i l l  come from taxes' on increased 



- THE ALLIANCE FOR mOGFSSS IN THE DOMINICAN REPITHI;TC 

imports and earnings from the former Truji l lo properties. In 
t h i s  connection, the Dominican Government has requested from the 
United States and international agencies technical assistance in 
the reorganization of the f i s ca l  operations of the Government. 

The former Truji l lo properties constitute one of the more diff i -  
cult problems facing the Dominican Government, which is attempt- 
ing t o  arrange the i r  disposition and management in  a msnner most 
advantageous t o  the national interests  of the countly. These 
properties, which maJr well represent a s  much a s  50% of the pro- 
ductive sector of the Dominican economy, a re  presently under the 
control of the Government. 

Self- Help and Reform 

Programs for  social  c-es in the f ields of agrarian reform, 
housing, and education are  under active consideration and the 
Dominican Government has indicated i t s  willingness t o  proceed 
with reasonable reforms a s  soon as possible. However, t h i s  
Government has been in  power effectively only since mid-Jammry, 
1962, and a series  of pol i t ica l  disturbances complicated by lack 
of adequate economic direction have prevented it from fully 
formulating concrete e c o n d c  and social program. 



Cobntfyt DOMINICAN REPUBLIC 

The Dominican Republic, a country of 18,815 square miles, t h e  
s i z e  of the  s t a t e s  of New Hampshire and Vermont combined, with a 
ynplle.ticrn e ~ t i m t ~ d  at. three  mill ion. occuuies t h e  eastern two- 
t h i r d s  of t h e  is land of Hispaniola i n  the  Caribbean Sea. For 3 1  
years the  country'was under t h e  dic ta torship  of General Tru j i l lo .  
After t h e  seven-month period of p o l i t l e a l  turmoil which followed 
h i s  assassination, an interim seven-man Council of S ta te  was 
es tabl ished on January 1, 1962 t o  perform both executive and 
l e g i s l a t i v e  functions u n t i l  an elected government i s  ins ta l l ed  in  
February 1963. Shortly thereaf ter ,  QAS sanctions were l i f t e d  
and t h e  United Sta tes  resumed diplomatic re la t ions .  

The Council and most o f f i c i a l s  of the  Government a r e  inexperienced 
i n  administrative matters and p o l i t i c a l l y  immature. The temporar- 
i l y  depressed econoqy and empty treasury inherited from the  
T r u J i l l o  regime presented the  new Government with inrmediate prob- 
lems of an economic and p o l i t i c a l  nature. An estimated 30 t o  40% 
of t h e  t o t a l  work force i s  unemployed. The re la t ive ly  small hard- 
core of Castro/~ommunists have seized upon the unemployment 
s i t u a t i o n  t o  a t t ack  the  Government f o r  ineptness i n  coping with 
economic and soc ia l  problems i n  the  few weeks the  Council has 
been e f fec t ive ly  i n  power. 

Country Background 

The uncer ta in  p o l i t i c a l  atmosphere which has existed since t h e  
dest ruct ion of the  Tru j i l lo  regime can be expected t o  continue 
during t h e  coming months, and the  newly-formed, democratically- 
or iented Council of S ta te  faces a struggle for  survival against  
t h e  extremist elements which threaten it. Howwer, t h e  Council 
i s  current ly  taking strong measures t o  combat the  influence of 
these  elements and t.o maintain p o l i t i c a l  s t a b i l i t y .  

While t h e  long-range prospects fo r  the  Dominican econolqy a r e  
good, it i s  currently suffering from temporary though serious 
f i n a n c i a l  d i f f i c u l t i e s .  Among the  problems facing the  new gov- 
ernment were depleted foreign exchange reserves, a backlog of 
short-term foreign debts and large-scale unemployment. Due t o  
t h e  systematic depletion of t h e  dol lar  reserves from the econoqy 
by t h e  departing Truj i l los ,  reserves were dras t ical ly  reduced. 
It is  estimated that In 1961 alone, when the  Dominican Republic 
had a $73 mill ion surplus i n  i t s  balance of payments, the  
Tru j i l los  withdrew $60 t o  $65 million. As of December 31, 1961, 
short-term commercial debts to ta led some $28 million, with an 
add i t iona l  $14 mill ion i n  long-run obligations. Unemployment i s  
estimated i n  t h e  magnitude of about 400,000, 30 t o  40% of the  
working force  . 

The recent 

PRIOR gad CURRENT PROGRAMS 

PROPOSED PROGRAM 
H (Millions of Dollors) 

$25 million Agency f o r  Internat ional  Development (AID) . - 
cred i t  should help a l l e v i a t e  these problems and help provide 
p o l i t i c a l  s t a b i l i t y  a s  the Dominican econoqy quickly responds t o  
systematic recovery measures. The econoqy showed an excellent 
r a t e  of growth during the  1950's a s  evidenced by the  increase i n  
i t s  Gross National Product (GNP) from $381 mill ion i n  1951 t o  
$710 mill ion i n  1961 i n  1960 pr ices .  However, the per capita 
GNP has remained p rac t i ca l ly  stationary during the  past  s i x  years 
due t o  rapid population growth. During t h i s  period the  Dominican 
Republic enjoyed an enviable record of credit-worthiness, bal-  
anced budget and sound currency. Agricultural  production of ex- 
por t  crops boomed and there  was considerable indus t r i a l  
development. As a r e s u l t  of the  d ive rs i f i ca t ion  and expansion 
of the  econoqy, a middle c lass  has emerged. However, when t h i s  
c lass  became a th rea t  t o  h j i l l o ' s  power i n  1960, he i n f l i c t e d  
on them a se r i es  of exorbitant taxes and import duties and other 
punitive measures which,together with t h e  t r ans fe r  of cap i t a l  
by the  h j i l l o s  abroad and the  psychological impact of the  OAS 
sanctions, resul ted ult imately i n  economic stagnation. 

Once confidence has been restored i n  t h e  credit-worthiness of 
the  Dominican Republic coupled with expected rwenues from sugar 



and okher tropically produced agricul tural  exports and import 
restr ic t ions a re  removed, t he  econoqq hopefully should rw ive  
rapidly 

Self-Help and Soaial Reform. Although the  Government has ex- 
pressed i t s  intentions t o  i n i t i a t e  needed social,  inst i tut ional  
and f i s c a l  reform, it has been hampered thus f a r  by preoccupa- 
t ion  with po l i t i c a l  matters and a serious lack of trained man- 
power a t  a l l  l w e l s .  A National Planning Board was formed l a s t  
month, Fnspired by t he  QAS, but has not yet begun t o  function. 
The Government has requested plaming advisors from the  QAS. In 
addition, it is seeking technical assistance from the  United 
s t a t e s  and international agencies t o  launch social  development 
programs and t o  i n s t i t u t e  agrarian and t ax  reform. 

U.S. Assistance S t r a t em 

In view of t he  f ac t  tha t  the  Dominican Republic i s  in the  process 
of creating a nev government, our strategy must remain flexible.  
Based on the  observations of a fach-finding team which recently 
returned from the Dominican Republic, U.S. a id strategy should 
be conceived i n  three phases : (1)  Certain immediate actions t o  
demonstrate U.S. support of the  democratically-oriented govern- 
ment and t o  provide assistance with r e  t o  the most urgent 
problems facing the  government ( i . e . ,  E m i l l i o n  credi t ,  tech- 
n i ca l  consultants t o  advise on public works program, management 
and disposition of Truj i l lo  properties, land and tax reform 
legis lat ion,  and development planning); (2)  i n i t i a t i on  of a num- 
ber of social  dwelopment programs which w i l l  have social  and 
psychological significance ( i . e., labor education, adult  l i t e r -  
acy, aided self-help housing, training grants fo r  university 
students, r u r a l  dwelopment projects involving participation of 
t he  Peace corps); and (3)  evolution of long-range goals in rela- 
t ion  t o  the over-all economic and social  dwelopment of the  
Dominican Republic. All of these actions w i l l  be conducted i n  
t he  context of t he  country's own comprehensive economic efforts.  

Because of t he  basically sound character of t he  econonly of the  
Dominican Republic, it can be anticipated tha t  the  Ekport-Import 
Bmk and the  international lending agencies a r e  disposed t o  con- 
s ider  positively loans t o  that country. Howwer, the  Dominicans 
have a great deal t o  do i n  terms of dweloping i t s  human re- 
sources, dwelopment planning, establishment of p r ior i t i es ,  and 
the  preparation of development projects. AID should be ready t o  
provide assistance both i n  terms of consultants and funds fo r  
f ea s ib i l i t y  and engineering studies i n  order t o  lay the ground- 
work fo r  development lending by A D  as  well as by other lending 
agencies. 

Proposed Am Program fo r  1963 

A long-range program of AID assistance w i l l  be dweloped as  an 
over-all development p h n  i s  wolved by t he  National Phnning 
Board. A rwiew of the report of the  fact-finding team indi- 
cates that  major AID goals w i l l  probably be established i n  the  
f 0llOWkg area8 : 

Development of a Ten-Year Educational Program. The training of 
human resources is one of t he  malor needs of the Daminican 
Republic, and effective e d u c a t i o k  development would be a highly 
significant means of contrasting the  former dictatorship regime 
unfavorably w i t h  the  democratic era ahead. A ten-year plan fo r  
educatian a t  all educational l w e l s  i s  under consideration and 
U.S. assistance w i l l  be prwided t o  help meet the goals e s t a b  
lished. 

Development of Agricultural Res-z While the country i s  
basicallv r ich  i n  aar icul tural  resources, much needs t o  be done 
t o  real ize t he  f u l l p o t e n t i a l  in t h i s  sector. Requirements in- 
clude a broad program of agricul tural  education, research, and 
extension, the  establishment of an Agricultural Planning Board, 
and the  reorganization of the Department of Agriculture. Devel- 
opment of systems of agricul tural  credi t  and extension, land and 
t ax  reform, in i t i a t ion  of a forestry conservation program, and 
improvement of storage and marketing f a c i l i t i e s  a r e  a l l  of high 
pr ior i ty .  

Orientation of the  Dominican People Towards Democracy. After 31  
yeam of repressive dictatorship, a vast e f for t  w i l l  be required 
t o  prepare the  people of the Dominican Republic fo r  democracy. 
U.S. assistance in  t h i s  reorientation may well be the most impor- 
t an t  contribution it can make. Among the  areas i n  which the  
United States might be of assistance a r e  public administration 
training, labor education, and community dwelopment. 

Most of the abwe ac t iv i t i es  w i l l  require Dwelopment Grant funds 
est imted a t  $3 million. 

It i s  not possible t o  establish firm levels with regard t o  
development lending fo r  BY 1963 a t  t h i s  time. Some projects 
have already been identified and a f t e r  f ea s ib i l i t y  and engineer- 
ing surveys have been made might mte r i a l i z e  t o  the  point of 
loan applications. These could be in the f ie lds  of regional 
dwelopment, ml electr i f icat ion,  and water supply. It i s  
expected t ha t  a substantial portion of the  potential requirement 
f o r  loan funds would be assumed by the  Ekport-Import Bank, the 
Inter-American Development Bank (IDB) or other sources. 



FINANCIAL DATA 

Country: DOMINICAN REPUBLIC 

Accomplishments and Changes 

Since t h e  All) program i s  jus t  being in i t i a ted  i n  t h e  Dominican 
Republic no accomplishments can be reported a t  t h i s  time. The 
reb i r th  of democracy i n  a nation so long under t h e  ru le  of a 
d ic ta to r  presents a challenging opportunity for  t h e  Dominicans 
with the  assistance of the.Alliance f o r  Progress t o  demonstrate 
t o  all of I a t i n  America t h a t  soc ia l  and economic grovth can be 
a t t a ined  i n  a f r e e  society. It i s  hoped tha t  t h e  Dominican peo- 
p le  w i l l  meet t h i s  challenge with vigor and courage. It w i l l  be 
t h e  mission of AID, i n  accordance with the  ideals and goals of 
t h e  Alliance f o r  Progress, t o  support and encourage with a l l  
ava i lab le  resources t h e  e f fo r t s  of the  Dominican8 t o  achieve eco- 
nomic and soc ia l  progress as a f r e e  people. 

- . IGENCY FOR INl"L DEVEU>PHENT TOTAL.. 

Alliance for Progress: ......... Loans (DLF pr ior  b 1962). 
I.D.B. Trust Fund bans. . . . . . . . . . . .  ....... Grants (T.C. pr ior  t o  1961). 

Supporting ~ s s t .  (DS/SA prior  to 1961) 
Other MSP Economic................... 

FY FY 
1961 1962 

Obligations and Codtments  
(millions of & l l a r a  4 dol lar  equiv.) 

'OOD FOR PEACE ( P L  4801 
Tit le  I, Country Uses................ ................. (Sales Agreement 6). 

Tit le  II............................. 
T i t l e  III............................ 
Ti t le  IV............................. 

FY 
1946-1961 

a-IM BANK LONG-TERM LOANS. ............ 
3 T m  U.S.' ECONOMIC PROGRAMS........... 

!DLITARY ASSISTANCE (Prouramsl 
. H.A.P. Grant Aid................... 

H.A.P. - C r e d i t  Assistance........... 
Non-MAP. Wtary Assistance....... 

LSSISTAPlCE FROH IHT'L AaNCm 
UN Tech. Assist  .-CY ending i n  FY ... 

.......... o'mm FREE WORLD ASs'ISmCE 

SINO-SOVIET RTBC ASSISTANCE .......... 
.......... U.S. DOLIAR LOAH REP- 

aJ July-Dec. 1961. 
* Less than $50,000. 



GENERAL ECONOMIC DATA 

Calendar Years 
BASIC DATA 

mNICAN AVERAGE 
Unit BEPUBLCC (UNDEY. AREIS: 

AREA & POPULATION 

Area ................ 1000 sq.mi. 18.8 xxx 

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

AGRICULTURAL LAND 

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

POWER PER CAPITA ...... 

EDUCATION 

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

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

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

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

Mil. 

k 
No. 

k 
Acres 

K W ~ / Y ~  

k 

k 

No. 

Y r s .  

No. 

3.1 xxx 

3.7 2.4 

165 40 

GRCGS NATIONAL PROWCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

..... AGRICULTURAL PRODUCTION I N D E X  - TOTAL.. ......................... Index Per Capita 
Rice, rough .............:................ 

......................... BAUXITE PRODUCTION 

COST OF LIVING INDEX  a an to Domingo) ....... 
FOREIGN TRADE 

Total h p o r t s  (f .o.b.) ................... 
Sugar .................................. 

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

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

h p o r t s  t o  U.S. (f .0.b.)  ............ 
Imports from U.S. (f.0.b.) .......... 

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE ( end of year) ...... 

Unit 

$ Millions 
Dollars 
Percent 

$ Millions 
11 

I, 

11 

$ Millions 
11 

I t  

1961 Est. 

710 
22 9 
n.a. 

161 
12 3 
113 

n.a. 

96 

17 5 
120 
7 7 rn 

105 

3 
11.0 

-Million Dollar Equivalents - 
CENTRAL GOVERNMENT FINANCES *a FY ending Dec. 31 1961 ( ~ u d )  

Total  Expenditures ................................ 128 
(Defense Expenditures) ....................... 
(Capital Outlays) ............................ (23) 

n.a. 

Domestic Revenues ................................. 129 

Budget Receipts from Non-U.S. Foreign Aid ......... -- 
Budget Receipts from U.S. Aid ( ~ r a n t s  Pc ~ o a n s )  .... -- 
Remaining Deficit  (-) o r  Surplus (+) .............. +1 

+ - Converted a t  1 Peso per U.S. $. 
a - Does not include transactions of autonomous organizations. It is believed tha t  actual  

t ransact ions  w t l l  produce a sizeable de f ic i t .  

72 



E c u a d o r  



Ecuado r 



TAE ALLIANCE FOR PROGRESS I N  ECUADOR 
Ecuador is  located on the Pacif ic  coast of Latin America, with a 
population of 4.4 mill ion and an area  of 112,000 square miles, 
the approximate s i ze  of the Sta te  of Colorado. 

Ecuador must achieve rapid and s ignif icant  socia l  and economic 
developrcent if a v io len t  soc ia l  revolution, with poss ib i l i ty  of 
Communist takeover, i s  t o  be avoided. 

Signif icant  s t a t i s t i c s ,  with comparisons t o  the United States,  
t e l l  p a r t  of the story: 

Ecuador United Sta tes  

per Capita Income $173 $2,309 
Calories Per m y  Per Capita 1,935 3,220 
Infant  Mortality (deaths p r io r  t o  

age one per 1,000 i i v e  b i r ths  j 11 j 26 
Life Expectancy E r=- 70 yrs.  
~ i t e r a c y  98 % 
Rate of Population Growth 3.4 $ 1 .7  $ 
Cost of Living Index (1953400) 
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More than a quarter of the urban labor force is unemployed and 
i ts  ranks a re  continually increased by mountain Indians vainly 
seeking opportunity i n  the c i t i e s .  Housing f o r  the  urban popu- 
l a t i o n  falls 600,000 dwellings shor t  of being adequate. A f i f t h  
of the population has access t o  more than rudimentary sani tary  
f a c i l i t i e s  or  running water. Four-tenths of one percent of all 
landowners control almost half of the arable land. 

These inequi t ies  and substandard conditions have helped create 
r i s i n g  soc ia l  tensions and p o l i t i c a l  ins tab i l i ty ,  offer ing a 
f e r t i l e  ground f o r  the small (3,000-member ) but aggressive 
Communist Party. The people's aspira t ions  for  a b e t t e r  l i f e  were 
expressed i n  June 1960 by the e lect ion of President Velasco (by 
the l a r g e s t  p l u r a l i t y  i n  Ecuadorean his tory - 47%) on a platform 
of extravagant promises of rapid soc ia l  and e c o n d c  progress. 
Barely a year and a half  l a t e r ,  Velasco's f a i lu re  t o  i n s t i t u t e  
pramised soc ia l  reforms, h i s  e r r a t i c  p o l i t i c a l  course, h i s  eco- 
namic i r respons ib i l i ty  and h i s  imposition of regressive ind i rec t  
taxes, l e d  t o  h i s  overthrow on November 8, 1961 by a cambination 
of l e f t  and r i g h t  wing forces supported by the mi l i t a ry  a f t e r  a 
s e r i e s  of Conrmunist inspired s t r e e t  r io t s .  

Buffeted by pressures from l e f t  and r ight ,  Velasco's const i tu t ional  
successor, Vice President Carlos Julio Arosemena has thus f a r  been 
unable t o  achieve su f f i c ien t  p o l i t i c a l  strength t o  i n s t i t u t e  the 

measures necessary f o r  rapid socia l  and economic development. 
Fearful  of a repe t i t ion  of the effect ive  Communist-led s t r e e t  
ri~rnnrlc+retions that, sperked VeIasv's a n v - F ~ l ! ,  - A - - ~ e m m  
maintains a hands-off a t t i t u d e  towards Cuba i n  the face of 
strong moderate and r i g h t i s t  pressures that threaten a mil i tary  
coup. On the other hand, he r e s i s t s  l e f t i s t  pressures t o  i n s t i -  
t u t e  revolutionary Castro-style reforms such a s  confiscatory 
agrarian reform and nationalization of industry. He has not 
appointed C o m m u n i s t s  i n  the upper l eve l s  of h i s  government and 
has s ta ted emphatically and publicly -- at the ins is tence of the 
mil i tary  -- t h a t  he w i l l  not allow the country t o  be turned over 
t o  the  C~~mnunists. Although the moderates and the r ight ,  a l l i e d  
with the mil i tary ,  a re  the most effect ive  force at the moment, 
the Comunists a re  gaining strength.  The Ecuadorean Confederaticn 
of Workers, with 65,000 members, i s  Communist-controlled and is  
increasing i ts  p o l i t i c a l  influence. 111 l a t e  November 1961, a 
Communist captured leadership of the i n f l u e n t i a l  student organi- 
zation of the Central  University i n  Quito and Cormnunists, a s  
well a swlr  supporters, have been appointed t o  lower and middle 
l eve l  government posit ions.  

The very unstable p o l i t i c a l  s i tua t ion  is  complicated by Ecuador's 
serious economic d i f f i c u l t i e s .  Dependent upon bananas, coffee 
and cacao f o r  of i t s  foreign exchange earnings, Ecuador i s  
beset by declining world market pr ices  a s  well as reduced pro- 
duction as a result of drought and disease. Reduced export 
earnings (from $144 mill ion f o r  1960 t o  $120 mill ion f o r  1961) 
coupled with ineffect ive  administration and the  irresponsible 
f i s c a  po l i c ies  of the f o m r  Bdministration, have placed 
Ecuador's once s table  economy i n  serious d i f f i cu l ty .  Faced with 
rapidly f a l l i n g  foreign exchange reserves (which dropped from 
$37 t o  $17 mill ion during the Velasco Bdministration) and a 
budgetary d e f i c i t  of about $10 mill ion (over 1% of revenues) 
which could not be financed internal ly ,  the Government of Ecuador 
received assistance f r m  the Internat ional  Monetary Fund (IMF) 
($10 mill ion) and the United Sta tes  ($8 mill ion) i n  1961. In 
July 1961, the sucre was devalued by 20$. 

Per capi ta  income f o r  Ecuador is only $173. More than 5 6  of 
Ecuador's population are Indians who l i v e  on bare subsistence 
agr icul ture  i n  the midst of grinding poverty, high infant  
mortali ty and short  l i f e  expectancy. Two-thirds of the popu- 
l a t i o n  l i v e  v i r t u a l l y  outside the money econany. National eco- 
nomic growth has almost halted and per capi ta  Gross National 
Product (GNP) increased at only one-half of one percent per year 
since 1958. 



THE ALLIANCE FOR PROGRESS I N  ECUADOR 

Notwithstanding these d i f f i c u l t i e s ,  Arosemena has s ta ted h i s  
desi re  t o  pa r t i c ipa te  i n  the Alliance f o r  Progress and appears 
determined t o  adopt self-help measures. While the  e x t r e  r i g h t  
i s  equally determined t o  maintain the s t a tus  quo, resietance t o  
reforms by s ign i f i can t  moderate and conservative forces  has 
lessened. 

Self -Help Measures 

Ecuador has taken the  following self-help steps: In July 1961, 
completed an agreement with the IMF t o  check excess c r e d i t  expan- 
sion and t o  l i m i t  unnecessary public spending. 

In November 1961, ins t i tu ted  a revised inheritance t ax  l a w  in-  
creasing the maximum r a t e  from 7.@ t o  35%. 

In  January 1961, placed severe res t r i c t ions  on luxury imports. 

An agrarian reform l a w  which gives tenant farms t o  those who 
work the land i s  now being studied i n  preparation f o r  submission 
t o  the next session of Congress. Arosemena has s ta ted t h a t  i f  
the l a w  i s  not'enacted he w i l l  put it i n t o  force by executive 
decree. 

A comprehensive t ax  ~ e v i s i o n  program i s  now before the National 
Economic Council. 

Education's share of the national budget wae increaeed from 1@ 
t o  17% for  1962. 

I n  1961, Ecuador strengthened the National Planning Corrrmission 
by providing it with addi t ional  funds and ra i s ing  it to. 
minis ter ia l  level .  This Conrmission has been charged with the 
task of formulating a national development plan. 



Ecuador i s  arl equatorial  country on the west coast of South 
America with a population of 4.4 mill ion and an a rea  of 112,000 
square miles. Agricultural  employment is half of the  t o t a l .  
Bananas, coffee and cacao account f o r  over 9 6  of exports. 

Reasonable p o l i t i c a l  s t a b i l i t y  under a republican form of govern- 
ment over the  last ten years was interrupted in November 1961 by 
a governmental c r i s i s  resul t ing from popular disillusionment, led  
by l e f t i s t  forces, with president Velasco who was forced out of 
o f f i ce  i n  favor of h i s  Vice President Carlos Arosemena. 

Country Background 

P o l i t i c a l .  Ecuador is  a nation threatened by a violent  revolu- 
t ionary explosion and a Communist takeover. Social and economic 
Inequi t ies  and substandard conditions have helped create r i s i n g  
soc ia l  tensions and p o l i t i c a l  i n s t a b i l i t y ,  offering a f e r t i l e  
ground f o r  the small (3,000-member) but aggressive Communist 
Party. The people 's  aspira t ions  f o r  a b e t t e r  l i f e  were expressed 
i n  June 1960 by the e lect ion of President Velasco (by the l a rges t  
p l u r a l i t y  i n  Ecuadorean his tory - 47%) on a platform of utopian 
promises of rapid socia l  and economic progress. Barely a year 
and a half  l a t e r ,  Velasco's f a i l u r e  t o  i n s t i t u t e  promised soc ia l  
reforms, his e r r a t i c  p o l i t i c a l  course, h i s  economic irresponsi-  
b i l i t y  and h i s  imposition of regressive, indirect  taxes l ed  t o  h i s  
overthrow on November 8, 1961, by a combination of l e f t  and r i g h t  
wing fo rces  supported by the mi l i t a ry  a f t e r  a s e r i e s  of C m u n i s t  
inspired s t r e e t  r i o t s .  

Buffeted by pressures from l e f t  and r igh t ,  Velasco's consti tu- 
t i o n a l  successor, Vice President Carlos Jul io  Arosemena, has thue 
far been unable to achieve su f f i c ien t  po l i t i ca l  strength t o  in -  
s t i t u t e  t h e  measures necessary f o r  rapid social  and economic 
development. Fearful of a repe t i t ion  of the  effect ive  Comunist- 
led  s t r e e t  demonstrations t h a t  precipi ta ted Velasco's downfall, 
Arosemena nainta ins  a hands-off a t t i t u d e  towards Cuba i n  the  face 
of strong moderate and r i g h t i s t  pressures t h a t  threaten a mil i tary  
coup. On the  other hand, he r e s i s t s  l e f t i s t  pressures t o  i n s t i t u t e  
revolutionary Castro-style reforms such as confiscatory agrarian 
reform and nationalization of industry. He has not appointed 
Communists in  the  upper l eve l s  of h i s  government and has s ta ted a t  
the  ins is tence of the  m i l i t a r y  he w i l l  not allow the country t o  be 
turned over t o  the Communists. Although the moderates and the 
r i g h t ,  a l l i e d  with the mili tary,  a re  the most effect ive  force a t  
the  moment, the Communists a re  gaining strength. The Ecuadorean 
Confederation of Workers, with 65,000 members, is Communist- 
control led and i s  increasing i t s  p o l i t i c a l  influence. In 
December 1961, a Communist captured leadership of the in f luen t i a l  
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student organization of the  Central University i n  Quito and 
Communists a s  well  as t h e i r  supporters have been appointed t o  
lower and middle l e v e l  government posit ions.  

Economic. The very unstable p o l i t i c a l  s i tua t ion  i s  complicated 
by Ecuador's serious economic d i f f i c u l t i e s .  Dependent upon 
bananas, coffee and cacao f o r  g@ of i t s  foreign exchange earn- 
ings, Ecuador i s  beset by declining world market pr ices  as well  
a s  reduced production as a r e s u l t  of drought and disease. Re- 
duced export earnings (from $144 million f o r  1960 t o  $120 m i l -  
l i o n  f o r  1961) coupled with ineffect ive  administration and the  
irresponsible f i s c a l  po l i c ies  of the former administration, have 
placed Ecuador's once s table  economy i n  serious d i f f i cu l ty .  
Faced with rapidly f a l l i n g  foreign exchange reserves (which 
dropped from $37 t o  $17 mill ion during the Velasco administration) 
and a budgetary d e f i c i t  of about $10 mill ion (over 10% of 
revenues) which could not be financed internal ly ,  the Gover~lent  
of Ecuador received assistance from the IMF ($10 mill ion) and 
the United S ta tes  ($8 mill ion) i n  1961. In July 1961 the  sucre 
was devalued by 20%. 



Per capi ta  income f o r  Ecuador i s  only $173 per annum. More than 
5C$ of Ecuador's population a re  Indians who l i v e  on bare subsis- 
tence agriculture i n  the midst of grinding poverty, high infant  
mortali ty and shor t  l i f e  expectancy. Wo-thirds of the popu- 
l a t i o n  l i v e  v i r t u a l l y  outside the  money economy. National eco- 
nomic growth has almost halted and per capi ta  GNP increased at 
only one-half of one percent per  year since 1958. Urban unem- 
ployment i s  more than a quarter of the urban population, having 
r i sen  by nearly 6C$ since 1950. 

The t a x  s t ructure  is overly complex, regressive and poorly 
enforced. Some s teps  a re  planned t o  imprave this s i tuat ion.  
Domestic t ax  col lect ions  a re  only about 158 of GNP. 

Agriculture, fo res t ry  and f i s h e r i e s  present the greates t  oppor- 
t u n i t i e s  f o r  development i n  Ecuador. Same divers i f icat ion and 
expansion i n  indus t r i a l  production t o  s a t i s f y  daoestic demand 
is  a l s o  a ta rge t .  Ecuador may have substant ia l  mineral resources, 
but t h e i r  extent  is  presently unknown. Diversification i n  exports 
i s  indicated since world-over supply of bananas, coffee and cacao 
i s  l imi t ing  the po ten t i a l  of these products which have largely  
supported th growth of tbe past  decade. Development prospects 
a re  f o r  moderate continued grovth, but current estimates project  
no higher annual per capita income increase than 2$ through 1965. 

Self-Help Measures 

Planning. In  1961 Ecuador strengthened the National Planning 
Commission by providing it with addi t ional  funds and ra is ing it 
t o  minis ter ia l  level .  This commission has been charged with the 
t a sk  of formulating a nat ional  development plan. 

Agrarian Reform. An agrarian reform law which gives tenant farme 
t o  those who work the  land i s  now being studied i n  preparation 
f o r  submission t o  the next session of the Congress. Arosemena 
has s ta ted  that if the l a w  i s  not enacted he w i l l  put it i n t o  
force by Executive Decree. 

Credit. In  1961, a nat ional  housing bank and 12 savings and loan 
i n s t i t u t i o n s  were established, using $5 mill ion of Ecuadorean 
funds and a $5 million DLF loan. The National Secur i t ies  Com- 
mission, which mobilizes l o c a l  funds f o r  relending t o  small 
industry, has recently obtained a $5 mill ion A I D  loan so a s  t o  be 
able t o  increase i ts  a c t i v i t i e s .  

Education. Education's share of the  national budget increased 
from10 178 i n  FY 1962. Ecuador has ins t i tu ted  a national 
program of vocational education with A I D  assistance.  

Public Administration. Ecuador has taken s teps  t o  imprwe the  
budgetary system, including budget analysis,  request procedures 
and account codification. A coordinating c o d s s i o n  f o r  customs 
and por t  author i ty  has been established. On-the-job t r a in ing  i n  
records management, accounting, personnel, public administration, 
e t c . ,  through courses offered at  the Central University, i s  being 
emphasized. 

Taxes. A comprehensive t ax  revision program i s  now before the - 
National Economic Council and a revised inheritance tax l a w  in-  
creasing the maximum rate fi-om 7.8$ t o  35$ has been ins t i tu ted .  

U. S. Assistance Strategy 

Our imedia te  objective i s  t o  work with the government of 
Ecuador in  order t o  develop the plans and projects  necessary t o  
meet the  basic  needs of the country f o r  soc ia l  developmnt and 
agr icul tural  productivity. Thus f a r ,  such programs have not been 
developed by the Ecuadorean g o v e r m n t ,  p a r t l y  due t o  the  unstable 
and f luctuat ing p o l i t i c a l  s i tuat ion.  It i s  c lea r  that we must 
assist the i r  inadequate programing mechanisms i f  t h e i r  des i re  
f o r  development i s  t o  be t ransla ted i n t o  concrete projects  
capable of implementation. 

I n  developing these plans, we w i l l  expect substant ia l  progress 
i n  basic t ax  and land reforms t o  accompany a speedup of develop- 
ment lending. 

It i s  clear t h a t  the inrmediate needs of Ecuador a re  i n  the f i e l d s  
of education, housing, water and indus t r i a l  and agr icu l tu ra l  pro- 
ductivity--and these f i e l d s  w i l l  be the primary focus of our 
jo int  planning e f f o r t  . 
Proposed Aid Program For FY 1963 

The planned program f o r  Ecuador consis ts  of Development Grants 
with emphasis on improvement of the planning mechanism i n  order 
t o  stimulate the development of cap i t a l  projects  t o  be financed 
from a var ie ty  of sources. Consideration w i l l  be given t o  
Development Loans f o r  some projects.  

In  FY 1963, we w i l l  give high p r i o r i t y  t o  expanding and improving 
education f o r  50,000 adul ts ,  support f o r  an eight-year program t o  
construct 5,000 classrooms and t r a i n  9,000 teachers, improvement 
of f i v e  trade schools and assistance t o  two univers i t ies  i n  i m -  
proving l i b r a r y  and laboratory f a c i l i t i e s  and teacher-training 
programs. 



Since agr icu l tu ra l  production is  the  basis  of Ecuador's economy, 
a comprehensive program t o  divers i fy  and increase agr icul tural  
production by 208 over a five-year period i s  proposed. To reach 
this goal, expanded projects  i n  agr icul tural  extension a re  con- 
templated as well  as projects  t o  improve cacao production and 
dairy  herds, and t o  develop such new products as African palm o i l ,  
spices, and t rop ica l  f r u i t s .  

Technical assistance t o  improve a c t i v i t i e s  in tax reform and 
administration, budgeting, accounting and procurement, contraband 
control  and econcrnic planning. The planning program w i l l  con- 
centra te  on the provision of competent technicians t o  complete a 
r e a l i s t i c  iong range pian f o r  economic development, as well as the  
t r a in ing  of loca l  personnel t o  carry on t h i s  ac t iv i ty .  A develop- 
ment loan of @.8 million w a s  made in  1961 to complete a e r i a l  
photogranmetric s w e y s  which a re  essen t i a l  t o  effect ive  economic 
planning. 

Two labor t r a in ing  centers and labor education courses expected 
t o  reach 500 workers each year w i l l  be established t o  counter 
Communist domination of the Ecuadorean Workers Confederation. 

Accomplisbmente and Changes 

We intend t o  emphasize lending and the development of cap i t a l  pro- 
jects  f o r  non-AID external financing. Particular a t t en t ion  w i l l  
be devoted i n  the immediate future  t o  financing soc ia l  and agr i -  
cu l tu ra l  projects  or  a means of a l l ev ia t ing  the pr incipal  causes 
of current p o l i t i c a l  unrest  and economic dis t ress .  

In  the recent pas t  we have accomplished the  following: 

I n  1960, a vocational education project  was inaugurated and two 
vocational secondary schools were equipped. 

Past  U.S. technical assistance e f f o r t s  have endeavored t o  bring 
the knowledge and benef i ts  of s c i e n t i f i c  farming t o  Ecuador's 
farmers. Two unspectacular but s ignif icant  accomplishments in-  
volve hay-making and poultry production. Frequent droughts 
seriously a f f e c t  the  l ivestock population i n  Ecuador's coasta l  
area.  To overcome the l o s s  of c a t t l e  from these droughts, farmers 
were instructed i n  the technique of hay-making, a new a c t i v i t y  
i n  Ecuador. Demonstrations were arranged and many small fanners 
participated. They, i n  turn,  instructed other f w r s  i n  t h e i r  
communities in  the preservation of native grasses f o r  use during 
periods of feed shortage. During the most recent drought l ive -  
stock i n  substant ia l  numbers were saved. 

The establishment of a centra l  Housing Bank and the formation of 
savings and loan associations t o  mobilize savings f o r  housing 
construction can be a t t r ibu ted  d i rec t ly  t o  AID e f fo r t s .  Con- 
su l t an t s  from U.S. savings and loan firms have advised the 
government concerning the necessary legis la t ion.  In  the l a s t  
three months three associations,  which now have 1200 depositors, 
have been organized. An aided self-help housing program approved 
jus t  before the end of FY 1961 i s  now being implemented. Local 
governments have made plans f o r  housing projects  and labor unions 
i n  several  l o c a l i t i e s  have made i n i t i a l  arrangements t o  form 
cooperative groups f o r  housing construction. 

Since 1957, the Education Service has supervised self-help con- 
s t ruct ion of 34 primary schools. In-service programs have been 
conducted, reaching at l e a s t  10,000 teachers. 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit ECUADOR (UHDEV . A R E A S  

iREA & POPULATION 

Area ................ 1000 sq.mi. 112 xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

IGRICULTURAZ, LAND 

..... $ of Total  Area 

.......... Per Capita 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop . 
(prim . & ~ e c  . ) ..... 

Pupils per  Teacher 
(Prim . only) ....... 

! E m E  

..... Life  Expectancy 

... People per Doctor 

M i l  . 
S 

No . 

S 
Acres 

m / y r  

S 

k 

No . 

Y r s  . 
No . 

4.4 XXX 

3.4 2.4 

40 40 

IRCGS NATIONAL FRODUCT * ............... Total GNF' (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNF' ............. 

. ....... LGRICULTURAL PRODUCTION INDEX T6AL 
Index Per Capita ......................... 
Rice. rough .............................. 

............... Tl'ROL?3M PRODUCPION (crude) 

............... 2OST OF LIVING INDEX ( h i t o )  

FOREIGN TRADE ................... Total Exports (f .o. b. ) 
Bananas ............................... 

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

Trade with United Sta tes  (U.S. data):  ............ Exports t o  U.S. (f.0.b.) .......... Imports from U.S. ( f .0 .b . )  
Trade Balance .................. 

...... GOLD & FOREIGN EXCHANGE (end o f  year) 
Central Bank only 

Unit 

$ Millions 
Dollars 
Percent 

1952-54=100 
I t  

1. 000 MT 

I1  

1953=100 

$ Millions 
11 

II .. 

$ Millions 
I t  

11 

11 

Calendar Years 

1959 1960 1961 Est  . 

-Million Dollar Equivalents . 

CENTRAZ, GOVERNMENT FINANCES *a FY ending Dec . 31 1959 1960 - - 
Total Expenditures ................................ 119 138 

(Defense Expenditures) ....................... 
(Capital Outlays) 

(14) (19) ............................ (28) (35) 

Domestic Revenues ................................. 12 1 133 

Budget Receipts from Non-U.S. Foreign Aid .. 2 ......... 
Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 2 5 

Remaining Defic i t  ( - )  or  Surplus (+) .............. +h +2 

* -  Converted a t  18 Sucres per U.S. $ . 
a . Includes Central Government and autonomous agencies . 
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FINANCIAL DATA 

C0uIlt~a ECUADOR 

Obligations and C o d t m e n t s  FY FY FY 
(mi l l ions  of d o l l a r s  & do l l a r  equiv. ) 1946-1961 1961 1962 

- -- 

- . AGENCY FOR INT'L DEVELOPMENT TOTJU.. 

Al l iance  f o r  Progress: ......... Loans (DM 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 ASS~.(DS/SA p r i o r  t o  1961) 
Other MSP Economic................... 

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

( Sa les  ~ ~ r e e m e n t  s) .................. 
T i t l e  II............................. 
T i t l e  111 ............................ 
T i t l e  IV............................. 

EX-LM BANK LONGTERM LOANS............. 

OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTANCE (~ronrams  1 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance.. ......... 
Non-M.A.P. Mili tary Assistance.. ..... 

ASSISTANCE FROM INT 'L AGENCLES 
IBRD - World Bank .................. 
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El S a l v a d o r  



E l  Sal v a d o r  



THE AUIANCE FOR PROGRESS I N  EL SALVADOR 

E l  Salvador has made an outstanding s t a r t  toward the  goals of the 
Alliance f o r  Progress. For the  f i r s t  time i n  i ts  his tory it has 

. .-.-'"?*.rm+ ,,.L,.,l,..- z:mi+tcd tn  8.73 ~ ~ b n r k e d  7q!or? a far reach3np pm- 
gram of bas ic  economic and soc ia l  reform. bbreover, it has 
achieved dramatic progress towards the  primary goal of the  
Alliance f o r  Progress - improving.and strengthening of demo- 
c r a t i c  i n s t i t u t i o n s .  

I n  October 1960, a bloodless coup-d'etat overthrew the consti tu- 
t i o n a l  government and s e t  up a leftward leaning Civilian-Military 
Junta. I n  January 1961, a mil i tary  counter-coup i n  turn overthrew 
the  Junta and established a Civilian-Military Directorate, which 
has vigorously suppressed the pro-communist elements who had been 
engaged i n  a major drive f o r  power. I n  order to broaden i ts  
i n i t i a l l y  narrow base of support among the  politically-awakening 
Selvedoreen p e q l e ,  St. pledged i t s e l f  publicly to the  holding of 
f r e e  e lect ions  and to i n s t i t u t i n g  a soc ia l  reform program i n  l i n e  
v i t h  the  pr inciples  of the  Act of Bagota. A number of reform 
measures followed over the increasing opposition of the  dominant 
wealthy c lass .  

The e lect ion pledge was f u l f i l l e d  on December 17, 1961, when the 
pa r ty  created by the c i v i l i a n  and mil i tary  leaders i n  the  
Directorate Government, the Partido Conciliation Nacional (xN), 
won almost 70$ of the votes and al l  the  seats  i n  the  54-man 
assembly. Consti tutional government and guarantees were 
re-established i n  January, under a provision81 president named 
by the  assembly. 

Elections f o r  a chief executive w i l l  be held in Apri l  of t h i s  
year. I t  appears l ike ly  t h a t  the  PCN candidate w i l l  be elected, 
v i t h  broad support by the  Salvadorean people. Thus there  i s  
encouraging progress toward a res torat ion of p o l i t i c a l  and 
economic s t a b i l i t y ,  though opposition by extremist elements of 
both r i g h t  and l e f t  w i l l  continue. 

On the  o the r  hand, the strength of the  opposition t o  e f fec t ive  
reform and the magnitude of the  task ahead must not  be underrated. 
While t h e  Government has made an impressive and serious start i n  
enacting and enforcing measures undertaken, fur ther  refinements 
and adjustments may be necessary. Mreover, thorny major pro- 
blems such as improved education, long-term economic planning, 
more e f f i c i e n t  public administration, and land reform a re  s t i l l  
i n  the  study stage. 

m e  economy of E l  Salvador i s  e s sen t i a l ly  semi-feudal. Average 
per capi ta  Gross National Product (GIJP) i n  1961 was $180. Ar, 
i n  neighboring countries,  maldistribution of income i s  extreme. 
The t a x  s t ructure  i s  regressive t o  a pronounced degree, only 
100'p of government t a x  revenue being obtained from d i rec t  taxes.  

Significant s t a t i s t i c s ,  with comparisons t o  the United States,  
t e l l  p a r t  of the  story: 

E l  Salvador United Sta tes  

Per capi ta  GNP $ 180 $ 2,800 
Calories per  day per capi ta  1,975 3,220 
Infant mortali ty (deaths p r i o r  

to age 1 per 1,000 l i v e  
b i r t h s )  (1958) 89 26 -- 

Life  expectancy 
Literacy 
Rate of population growth 

::Byears 
3.8% 

%- 
1.774 

Cost of l iv ing  index (1953=100) 106 112 

Although there  was appreciable growth i n  the  economy of 
E l  Salvador during the 19501s, public and p r iva te  socia l  
services were t o t a l l y  inadequate. Fifty-seven percent of the  
population i s  i l l i t e r a t e ,  and about 50 $ of the  children of 
primary school age do not a t tend school. 

Sixty-three percent of the  labor force is  i n  agr icul ture  and i s  
largely  migrant, landless,  and unemployed a substant ia l  p a r t  of 
the  year. b r e  than three  quarters of the  population i s  housed 
i n  unsanitary and primitive dwellings. Infant  mortali ty i s  
89 per  thousand and l i f e  expectancy i s  5 1  years. Less than 15$ 
of the  r u r a l  population has access t o  safe  water f o r  drinking. 

El Salvador has long been a net importer of foodstuffs.  Nutri- 
t ion  standards a re  low and d i e t  i s  based on starches - corn, 
beans and r i ce .  Agricultural  experimentation has demonstrated 
that E l  Salvador can be se l f - su f f i c ien t  i n  foodstuffs.  

El Salvador i s  the smallest country i n  area i n  Latin America 
and i s  approximately the s i ze  of Massachusetts. It has a 
population density of 331 per square mile which, a f t e r  Haiti ,  
i s  the  highest i n  Latin America. 



T I E  ALLIANCE FOR PROGRESS 111 EL SALVADOR 

Coffee exports make up over 6% of t o t a l  exports and changes 
i n  pr ices  of coffee have a marked e f fec t  on the economy. 

In  the  l a t t e r  p a r t  of 1960 and ea r ly  1961, largely as a con- 
sequence of p o l i t i c a l  upheavals and continuing declines i n  
coffee pr ices ,  there  was a loss  of business confidence and a 
f l i g h t  of capi ta l .  Exchange reserves f e l l  t o  $14 million, l e s s  
than one-third of normal levels .  In  order t o  aver t  the 
deterioration, exchange controls on cap i t a l  movements were in- 
s t i t u t e d  i n  April  and an Internat ional  Wnetary Fund (IMF) 
s t ab i l i za t ion  program involving domestic c red i t  r e s t r i c t ions  was 
agreed t o  i n  July, 1961. 

Basic economic and socia l  problems include overpopulation and 
high b i r t h  ra te ,  a 'one crop' economy and limited natural  re- 
sources, maldistribution of income and a semi-feudal soc ia l  
s t ructure .  

Self -Help and Reform Measures 

I n  1961 a number of self-help measures were adopted. By 
decree laws, agr icu l tu ra l  workers were given one day a week 
off with pay, a farm c r e d i t  agency was established and a 
decree regulating working conditions f o r  r u r a l  m r k e r s  was 
issued containing provisions f o r  such reforms as minimum 
d ie ta ry  standards. 

New labor l a w s  established a m i n i m  wage f o r  large and middle- 
sized commercial establishments, l iberal ized the law on s t r i k e s  
and lockouts and protected wages a g a n s t  garnishment. Urban 
slum rents were ordered cut by one-third. 

The Central Bank and the  Coffee Company were reorganized to 
wrest control from the landed e l i t e  and place it i n  the 
Government. 

Legislation was enacted increasing income tax  ra tes  par t icular-  
l y  i n  the higher brackets. Income from t h i s  source i n  1962 i s  
expected t o  be one-third greater  than i n  1960. 

The Government adopted a s tab i l i za t ion  program i n  agreement 
with the  IMF which has resul ted i n  a res torat ion of confidence 
and a return of f inancia l  s t a b i l i t y .  

A consulting firm has been employed t o  a s s i s t  the Government 
i n  organizing a Planning Conmission. 

Supervised agr icu l tu ra l  c red i t  f a c i l i t i e s  a re  being developed. 



Country: EL SALVADOR 
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E l  Salvador is  the  smallest  country i n  a rea  i n  Latin America and 
i s  approximately the  s i ze  of Massacheusetts. It has a population 
dci;;L?j uf 331 -pr S q z r e  rr.ilr :=hicki cft.er f(s!ti, i s  the highest 
i n  Latin American. 

Country Background 

El  Salvador has made an outstanding s t a r t  toward t h e  goals of the  
Alliance f o r  Progress. For the  f i r s t  time i n  its h i s to ry  it has 
a government committed t o  and embarked upon a f a r  reaching program 
of bas ic  economic and soc ia l  reform. Moreover, it has achieved 
dramatic progress towards the  primary goal of the Alliance f o r  Pro- 
gress - improving and strengthening of democratic i n s t i t u t i o n s .  

In  October 1960, a bloodless coup-d'etat overthrew the  const i tu-  
t i o m l  gosrer~-!er?t ar?d set up a 1 ~ P t w a r d  leaning Civil ian-Mili tary 
Junta.  I n  January 1961, a mi l i t a ry  counter-coup i n  tu rn  over- 
threw the  Junta  and es tabl ished a Civil ian-Mili tary Directorate,  
which has vigorously suppressed the  pro-Communist elements who had 
been engaged i n  a major dr ive  f o r  power. In order t o  broaden i t s  
i n i t i a l l y  narrow base of support among the  politically-awakening 
Salvadorean people, it pledged i t s e l f  publicly t o  the  holding of 
f r e e  e l ec t ions  and t o  i n s t i t u t i n g  a soc ia l  reform program i n  l i n e  
with the  p r inc ip le s  of the Act of Bogota. A number of reform 
measures followed over the increasing opposition of the  dominant 
wealthy c l a s s .  

The e l e c t i o n  pledge was f u l f i l l e d  on December 17, 1961 when the  
par ty  created by the  c i v i l i a n  and mi l i t a ry  leaders i n  the  Directo- 
r a t e  Government, the  E N ,  won almost 70& of the votes and a l l  the  
s e a t s  i n  the 54-man assembly. Consti tutional  government and guar- 
antees were re-established i n  January, under a provisional 
president named by the  assembly. 

Elections f o r  a chief executive w i l l  be held in Apr i l  of t h i s  year.  
It appears l i k e l y  t h a t  the E N  candidate w i l l  be e lec ted ,  with 
broad support by t h e  Salvadorean people. Thus the re  is  encouraging 
progress toward a r e s to ra t ion  of p o l i t i c a l  and economic s t a b i l i t y ,  
though opposit ion by extremist  elements of both r i g h t  and l e f t  
w i l l  cont h u e .  

On the  o the r  hand, the s t rength  of the  opposition t o  e f fec t ive  
reform and the  magnitude of the task  ahead must not be underrated. 
While the  Government has made an impressive and ser ious  s t a r t  i n  
enacting and enforcing measures undertaken, fu r the r  refinements and 
adjustments may be necessary. Moreover, thorny major problems such 
a s  improved education, long-term economic planning, more e f f i c i e n t  
public administrat ion,  and land reform a r e  s t i l l  i n  the study s tage .  

FY 1961 2.9 

----Alliance for Proqnrs--- 0.5.~oans 

t -------Allmnce for Progress-------- 
g ~ h r o u g h  Fab. 28.1962 

PROPOSED PROGRAM 
(Millions of Dollars) 

The economy of El Salvador is  e s s e n t i a l l y  semi-feudal. Average 
per capi ta  GNP i n  1961 was $180. As i n  neighboring countries,  
maldistr ibution of income is extre-w. The t a x  s t ructure  i s  
regressive t o  a pronounced degree, only 10% of government t a x  
revenue being obtained from d i r e c t  taxes.  

Although there  was appreciable growth i n  the  economy of El 
Salvador during the  19501s,  public and pr ivate  soc ia l  services  
were t o t a l l y  inadequate. Fifty-seven percent of the  population 
is  i l l i t e r a t e ,  and about 50% of the children of primary school 
age do not a t t end  school. 

Sixty-three percent of the  labor  force i s  i n  agr icul ture  and i s  
l a rge ly  migrant, landless,  and unemployed a subs tan t i a l  p a r t  of 
the  year. More than three  quar ters  of the population i s  housed 
in  unsanitary and primitive dwellings. Infant  morta l i ty  is  89 
per thousand l i v e  b i r t h s  and l i f e  expectancy i s  51 years.  Less 
than 15% of the  r u r a l  population has access t o  safe  water f o r  
drinking. 

El  Salvador has long been a net  importer of foodstuffs.  Nutr i t ion  
standards are  low and d i e t  i s  based on s tarches  - corn, beans 
and r i ce .  Agricultural  experimentation has demonstrated t h a t  
El  Salvador can be se l f - su f f i c i en t  i n  foodstuffs.  



Coffee exports make up over 60$ of t o t a l  exports and changes i n  
pr ices  of coffee have marked e f f e c t  on the economy. 

In  the l a t t e r  pa r t  of 1960 and ear ly  1961, largely  a s  a consequence 
of p o l i t i c a l  upheavals and continuing declines i n  coffee prices,  
there  was a l o s s  of business confidence and a f l i g h t  of capi ta l .  
Exchange reserves f e l l  t o  $14 million, l e s s  than one-third of nor- 
mal levels .  In  order t o  aver t  the deter iorat ion,  exchange controls 
on cap i t a l  movements were i n s t i t u t e d  i n  April  and an IMF s t a b i l i -  
zation program involving domestic c red i t  r e s t r i c t ions  was agreed 
t o  i n  July,  1961. 

Basic economic and soc ia l  problems include overpopulation and high 
b i r t h  ra te ,  a "one crop" econolqy and l imited natural  resources, 
maldistribution of income and semi-fedual soc ia l  s t ructure .  

Self-Help and Reform Measures 

In  1961 a number of self-help measures were adopted. By decree 
laws, agr icu l tu ra l  workers were given one day a week off with pay, 
a farm c red i t  agency was established and a decree regulating work- 
ing conditions f o r  ru ra l  workers was issued containing provisions 
f o r  such reforms a s  minimum dietary  standards. 

New labor laws established a minimum wage f o r  large and middle- 
sized commercial establishments, l ibe ra l i zed  the  law on s t r i k e s  
and lockouts and protected wages against  garnishment. Urban slum 
ren t s  were ordered cut by one-third. 

The Central Bank and the Coffee Company were reorganized t o  wrest 
control from the landed e l i t e  and place it i n  the Government 

Legislation was entacted increasing income tax  ra tes  pa r t i cu la r ly  
i n  the higher brackets.  Income from t h i s  source i n  1962 i s  ex- 
pected t o  be one-third greater  than i n  1960. 

The Government adopted a s t ab i l i za t ion  program i n  agreement with 
the  IMF which has resul ted i n  a res torat ion of confidence and a 
re turn of f inancia l  s t a b i l i t y .  

A consulting firm has been employed t o  a s s i s t  the Government in  
organizing a Planning Commission. 

Suprv i sed  agr icu l tu ra l  c red i t  f a c i l i t i e s  a re  being developed. 

U.S. Assistance S t r a t e m  

E l  Salvador w i l l  be encouraged and ass i s t ed  i n  the preparation of 
an over-all  long-range plan t o  serve a s  a guide t o  the  most 

effect ive  use of available resources and t o  those measures needed 
t o  f a c i l i t a t e  the achievement of self-sustaining growth and rapid 
soc ia l  progress. 

Immediate or short-term support w i l l  be given t o  encourage E l  
Salvador's own sel f -help  e f f o r t s  and reform measures aimed a t  
improving opportunities and conditions f o r  the lower income 
groups of the population, pa r t i cu la r ly  t o  programs and projects 
i n  the f i e lds  of education, agr icul ture  and taxation. 

Proposed AID Pro~ram f o r  FY 1963 

Assistance w i l l  be extended t o  a i d  i n  the establishment of a 
high-level nat ional  planning agency with author i ty  and qual i f ied 
s t a f f  t o  coordinate and guide economic d e v e l o p n t  planning. 

Technical assistance w i l l  be used t o  strengthen the  labor Ministry 
f o r  administration of the new leg i s la t ion  protecting campesino 
workers and developing apprentice t ra ining.  Technical assistance 
w i l l  be extended a l s o  t o  reorganize the budget o f f i ce  and i n s t a l l  
modern budget practices and t o  advise on methods of increasing 
collections from d i r e c t  taxes.  

Developrent Lending projects  w i l l  a l s o  be considered f o r  agr i -  
cu l tu ra l  developent  and f o r  r u r a l  water supply systems. 

Accomplishments and Changes 

The program i n  E l  Salvador w i l l  be d ras t i ca l ly  sh i f t ed  and 
concentrated upon a few selected impact projects  ( a )  having im- 
portant socia l  and economic developent  values of benef i t  t o  
large groups of the population, par t icular ly  i n  the f i e l d s  of 
education and agr icul ture ,  and (b) encouraging the  Government of 
E l  Salvador t o  undertake e s s e n t i a l  se l f -help  and reform measures, 
par t icular ly  i n  the f i e l d s  of long-term planning and taxation. 

Following recommendations of U.S. technicians i n  1959 the Ministry 
of Agriculture began planning f o r  a supervised agr icu l tu ra l  
c red i t  program. A s  one of the f i r s t  s teps  t o  implement t h i s  pro- 
gram, over twenth young graduates of the  National School of Agri- 
culture,  which was established i n  1956 with U.S. technical 
assistance,  were se lected f o r  t r a in ing  i n  Puerto Rico, under the 
sponsorship of the  U.S. a i d  agency, t o  s t a f f  a supervised pro- 
duction' credi t  program i n  E l  Salvador. 

A group of Peace Corps volunteers are  currently i n  t r a in ing  f o r  
work i n  agr icu l tu ra l  extension and education i n  E l  Salvador. The 
US/AID Mission i s  collaborating with the Ministry of Agriculture 
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i n  a long-range t r a in ing  program for  developing s t a f f  fo r  t h e i r  
extension service which w i l l  eventually replace the Peace Corps 
..-7 .. 
v u~unteers .  

A I D  Grants of $2r l  mill ion have recently been extended t o  improve 
teacher t r a in ing  and t o  bui ld  400 new-primary school classrooms. 

. - -- 

Obligations and Codtment  s 

a111113y 
FY FY 

( d l U o n a  of  cbllars dr dollar equiv.) 1946-1961 1961 1962 

- . AGENCY FOR INTtL DEVEU)PllENT TOTAL.. 

Alliance for  h g r e 6 s t  
Loans (DLF pr ior  to 1962) .......... ............ I.D.B. Trust Fund Loans ........ Grants (T.C. pr ior  t o  1961) 

Supporting AS~~.(DS/SA pr ior  to 1961) 
Other HSP Economic................... 

FOOD FOR PEACE (POL. 4801 ................ Ti t l e  I, Country Uses ................. ( sa les  ~greememts). 
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  m............................. 

............ EX-M BANK LOGTERM LOANS. 

OTHER U.S. ECONMC PROGRAMS........... 

MILITARY ASSISTANCE (~rop;rams) 
H.A.P. - Grant Aid................... 
H.A.P. - C r e d i t  Assistance.. ......... 
Non-H.A.P. Hi l i tary  Assistance....... 

ASSISTAKE FROH INTfL AQ3NCIES 
IBRD - World &nk .................. 
Internat ional  Finance Corp. ........ 
Inter-American Develop. Bsnk ....... 
UN Tech. Assist.-CY ending i n  FY ... 
UN Special  Fund .................... 

OTHW FREE WORLD ASSISTANCE .......... 
SINGSOVIEJ! BLOC ASSISWCE .......... 
U. S . DOLLAR LOAlJ REPAYMENTS 

K P  and P.L. 480 Loans ............. 
Export-Import Bsnk ................. 
Other Government Loans ............. 

July-Dec . 1961. 
+ Less than $50,000. 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVFRAGE .. 

Unit EL SALVADOR (UNDEV . A R E A S ~  

4REA & POPULATION 

................ Area 1000 sq.mi. 8.2 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

$ of Tota l  Area ..... 
.......... Per Capita 

POWEB PER CAPITA ...... 

DUCAT I O N  

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

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

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

B?EE 

..... Li fe  Expectancy 

... People per Doctor 

Mil . 
P 

No . 

P 
Acres 

K W H / Y ~  

P 

P 

No . 

Yrs . 
No . 

GROSS NATICNAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

. ....... RGRICLTLTURAL PRODUCTION INDEX TOTAL 
Index Per Capita ......................... 
Corn ..................................... 

................ INDUSPFUAL PRODUCPION INDEX 

....................... COST OF LIVING INDEX 

FOREIGN TRADE 
Total  Ekports (f .o. b.) ................... ................................. Coffee 
Total  Imports (c . i .f .  ) ................... 

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

w o r t s  t o  U.S. (f .0.b.)  ............ 
Imports from U.S. (f .0.b.)  .......... 

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE (end of year) ...... 

U n i t  

$ Millions 
Dollars 
Percent 

$ Millions 
II 

I, 

11 

$ Millions 
I t  

11 

I t  

CENTRAL GOVERNMENT FINANCB* 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  r rants Rc ~ o a n s )  

.............. Remaining Def ic i t  ( - )  or  Surplus (+) 

Calendar Years 

19Sg 1961  st. 

h7.h 37.h 26.7 (Nov) 

-Mtllion Dollar Equivalents . 

1960 1961 ( ~ r e l )  

75.7 79.9 
(7.7) (9.1) 

(20.7) (19.8) 

* . Converted a t  2.5 Colones per U.S. $ . 

86 



G u a t e m a l a  



G u a t e m a l a  



5. - 4 THE ALLIANCE FOR PROGRESS I N  GUATEMlLLIL 

Guatemala, the  northernmost country of Central America, i s  
&.snt f," etze of tha  Stl+.e of krd has yqycgttcn f 
3.9 million, of which 55% are  Indians. Its econonry i s  
predominantly agr icul tural  wlth principal exports consisting 
of coffee and bananas. 

Comparative s t a t i s t i c s  f o r  Guatemala and the  United States  a re  
shown in the f o l l o d n g  tab le  f o r  the year 1961: 

Guatemala United S ta tes  

Per Capita GNP $176 $2800 
Calories per day per capi ta  2,175 3,220 
Infant  Mortality (deaths p r io r  t o  

age one per 1000 l i v e  b i r t h s )  1956 89 26 
Life expectancy 37 VS. 70 yrs. 
Literacy 30% 98% 
Rate of Population Growth 3.1% 1.7% 
Cost of Living Index (1953=100) 10 3 112 

A s  a r e s u l t  of the  e lect ions  in the spring of 1958 in Guatemala, 
no candidate received more than bG$ of the popular vote. 
Accordhgly, the  e lect ion was decided in the National Congress 
and President Ydigoras came t o  power f o r  a six-pear term. 
Supported from the  outset  by heterogeneous po l i t i ca l  groups, 
Ydigoras has not s o q h t  t o  organize his supporters into a 
unified p o l i t i c a l  force capable of backing real soc ia l  and 
economic development in Guatemala. Instead, he has maintained 
hiaself  in power by retaining the support o f t h e  mil i tary and 
by keeping the p o l i t i c a l  elements fragmented. It i s  this 
precarious eqFcilibrium which has continued t o  pose an -st 
constant threat  of disruption t o  democratic government in 
Guatemala. 

d l t h o q h  hard-core Communist strength probably does not exceed 
1,000 i n  Guatemala, a fragmentation of a l l  po l i t i ca l  forces 
has g rea t ly  enhanced the potent ia l  of Cormrmnists t o  bring about 
p o l i t i c a l  disorder. I n  the  l a s t  several weeks guerilla-type 
disturbances, which are  not believed t o  be Communist-inspired, 
have broken out i n  rural areas. If they continue, these 
disturbances w i l l  render the  present p o l i t i c a l  balance even 
more precarious. 

so has the  f a i l u r e  of the  Congress t o  r a t i f y  the  Investment 
';...arg.q?r,ty Egr~pmer.t. k*th + , h ~    it.^? St.a+r; rhirh has been 
before it since August 1960. In s p i t e  of deterrent  factors,  
houever, foreign investment i s  estimated a t  over $210 million 
in Guatemala and i s  62% American. Through increased emphasis 
on indus t r i a l  growth, it i s  expected to increase investments 
t o  $272 million by FY 1967 and provlde 5b,000 new joba. 

Despite reduced earnings from coffee (70% of t o t a l  exports) 
and bananas (IS%), t o t a l  exports have increased from $107 dl- 
l i o n  in 1959 t o  $120 million i n  1961. Imports decreased from 
$1& million in 1959 t o  $129 million i n  1961. I n  addition, 
the  GNP increased by b.3% from $651.2 million in 1959 t o  
$680 million in 1961. Because of the  rapid population growth 
of 3 . 1  annually, the  'per capita GNP has declined s l i g h t l y  
in recent years. 

The Guatemalan hvernment is  characterized by widespread g r a f t  
and corruption. O f  the  land in farms 50% i s  held by 0;3% of 
the  t o t a l  number of operators, and a t  l e a s t  50% of a l l  the  
farmers l i v e  a t  subsistence levels.  Seventy percent of the  
adults in hatemala a r e  i l l i t e r a t e  and 65% of children of 
school age lack educational f a c i l i t i e s .  Since 1950, the  
percentage of the  labor force employed in agriculture has 
increased from 7355 t o  about 805. Seventy-five percent of the  
en t i re  population l i v e s  in overcrowded, substandard housing 
a& lacks potable uater  supply. Life expectancy is  only 
37 years, the  second lowest in Latin America, and there i s  
but one doctor per 6,500 people. The infant  mortali ty r a t e  
i s  89 per 1,000 l i v e  b i r ths .  

Self  -Help Measures 

The National Economic Planning Council i s  being strengthened 
f o r  preparation of a national development plati. The 
Government has proposed, and the Congress i s  considering, a 
C i v i l  Servlce m r i t  law, which i s  expected t o  pass t h i s  pear. 
For the  period from 1955 through 1966, the  Government w i l l  
have contributed $965,000 t o  the Industr ia l  Promotion and 
Productivity Center. The Guaranteed Mortgage Law, s W a r  
t o  our Federal Housing legis la t ion,  was passed in June 1961. 

Unstable p o l i t i c a l  and economic conditions have hampered 
indus t r i a l  growth and the creation of new job opportunities; 



Guatemala, the northernmost country of Central America, i s  
about the  s ize  of the  State  of Ohio and has a population of 
3.9 million, of which 55% are Indians. I t s  econoqy i s  
predominately agr icul tural  with pr incipal  exports consisting of 
coffee and bananas. 

Country Background 

Guatemala was the  f i r s t  Communist-dominated country i n  Latin 
America. However, since the  overthrow of the  Communist- 
contmlled Arbenz regime i n  1954, Guatemala has had a 
democratic form of government. 

I n  the  l a s t  pres ident ia l  e lect ions  in 1958, no candidate 
received more than 40% of the  popular vote. AccordFngly, the  
e lect ion was decided i n  the  National Congress and President 
Ydigoras came t o  power f o r  a six-year term. Supported from 
the outset  by heterogeneous p o l i t i c a l  groups, Ydigoras has not 
sought t o  organize h i s  supporters in to  a unified p o l i t i c a l  
force capable of backing r e a l  social  and economic development 
i n  Guatemala. Instead, he has maintained himself i n  power by 
retaining the support of the  mi l i t a ry  and by keeping the 
p o l i t i c a l  elements fragmented. It i s  t h i s  precarious equilib- 
rium which has continued t o  pose an almost constant th rea t  of 
disruption to  the  democratic government in Guatemala. 

Although hard-core Conununist strength i s  probably small, there 
a re  two p o l i t i c a l  groups who a re  Castro-Communist oriented. 
A fragnentation of all p o l i t i c a l  forces has g rea t ly  enhanced 
the potent ia l  of Communists t o  bring about p o l i t i c a l  disorder. 

F o m r  President Arevalo, a die-hard anti-American, i s  planning 
t o  run i n  the 1963 president ia l  elections.  I f  he should be 
allowed t o  re turn by the present regime, there might be a 
polarization of l e f t i s t  forces  which may prove t o  be a th rea t  
t o  U.S. business Fnterests in Guatemala. 

Guatemala's external economic position appeared t o  be re la t ive ly  
s ta t ionary i n  1961. Increased exports and decreased imports 
resulted i n  a s l i g h t l y  lower trade d e f i c i t .  I t s  balance of 
payments remained re la t ive ly  stable.  Periodic fluctuations of 
p o l i t i c a l  and economic i n s t a b i l i t y  have hampered indus t r i a l  
growth; however, foreign Fnvestment has continued to show a 
moderate increase. 

Except f o r  agrarian reform measures ins t i tu ted  immediately 
a f t e r  the  downfall of t h e  Arbenz regime, and demonstrational 
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programs i n  aided self-help housing and school construction, 
l i t t l e  has been done t o  improve the l o t  of the vast  majority 
of underprivileged people. 

U.S. Assistance S t r a t e q  

Our strategy i s  t o  encourage the preparation and completion 
of a meaningful long-range economic development plan designed 
t o  accelerate a more balanced development i n  all segments of 
Guatemala's socio-economic structure.  

Guatemala i s  currently in the process of developing a 10-year 
plan, and has requested assistance i n  four major f i e lds .  A n  
immediate U.S. objective i s  to  encourage the adoption of 
fur ther  self-help measures and reforms which Guatemala 
requires f o r  the  effect ive use of i t s  own resources. 

Proposed AID Program f o r  FY 1963 

I n  the  absence of a meaningful economic development plan, and 
pen- enactment of socio-economic self-help legis la t ion,  
the AU) program wi l l  be centered around technical assistance 
f o r  a limited number of objectives already recognized by the 



Country, GUATEMALA 

Economic Planning Connnission as n e c e s s m  requis i te  steps 
lssdiw to social and economic develoyaent. 

The four top p r i o r i t y  objectives towards which the  FP 1963 
program i s  directed include: 

Improvement i n  Administration and Organization of the  
Government including creat ion of a C i v i l  Service System. 
-1ementation costs  are  estimated a t  $298.000 
f o r  U.S. t&nicians, short-term consultants in highly 
specialized f i e l d s  of job evaluation, tax administration, 
personnel management, organization and methods. 

Agricultural Crop Diversification t o  offset  losses  of 
income and f o r e i m  exchange incurred i n  decreased banana 
exports and lower world coffee prices.  FY 1963 cost  of 
$615,000 i s  estimated f o r  U.S . technicians, research, 
animal and plant  breed3m.g material, supplies and equip- 
ment and par t ic ipant  training. 

Elimination af I l l i t e r a c y  within a 10-year period begin- 
ning i n  FP 1962. This country-wide educational program 
n i l 1  provide 5,400 volunteer teachers to reach an 
es t faa ted  1,600,000 i l l i t e r a t e s .  The FY 1963 cost of 
$750,000 will be combined with Quatemala's contribution 
of $621,000 plus coordinated e f f o r t s  of Guatemala' s 
Indian Agency and Civic Action Programs of the  Military. 
The Self-Help School Construction Program wi l l  provide 
classroom f a c i l i t i e s  f o r  160,000 students each year, and 
f o r  adul t  classes in l i t e r a c y  training. 

(4) Industr ia l  Development and Creation of Job Opportunities. 
Projects in Industr ia l  Development and Vocational T r a M n g  
are estimated a t  $421,000 U.S. conzribuiAon and. $iuj,000 
on the p a r t  of Guatemala, plus an external loan of $5 mil- 
l i o n  t o  supplement $1.5 million financing of an Industr ia l  
Credit Bank. 

Accomplishments and Changes 

By June 30, 1962, the cooperative Area Development and 
Resettlement Program will have been completed with 4,300 t i t l e d  
owners on economic-sized farms of 50 acres each. A t o t a l  of 
2,700 aided self-help houses w i l l  be completed out of a t o t a l  
of 7,100 planned' in seven major urban centers. Guatemala i s  
seeking external loans t o  expand these program in new areas. 

I n  an Aided Self-Help School Construction Progrcrm of l e s s  than 
two-years duration with t r i p a r t i t e  par t ic ipat ion of the  United 
States,  the Government of Guatemala, and loca l  conmNnities, 
more than 2,000 classrooms w i l l  be completed by the end of 
FY 1962. Guatemala wi l l  r esor t  t o  i t s  own funding sources 
and external borrowing t o  build an additional 5,000 classrooms 
t o  provlde f o r  i t s  accelerated l i t e r a c y  program and an 
estimated annual enrollment of 160,000 students. 

Up t o  the  present time, Guatemala has had a t rad i t iona l  tech- 
n ica l  assistance program dispersed over many activPty f i e lds .  
The FY 1963 and future  programs in par t i cu la r  w i l l  involve a 
concentration of e f fo r t  on a few p r i o r i t y  sectors.  Until 
needed refonns have been effected, and an over-all long-range 
development plan i s  prepared t o  permit our consideration of 
development lending f o r  high p r i o r i t y  projects,  our support 
wi l l  be concentrated on projects  d i rec t ly  affectj-ng the welfare 
of the most underprivileged classes. 



GENERAL ECONOMIC DATA 

BASIC DATA 

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

... Popdat ion (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

..... k of Total Area 

.......... Per Capita 

?OWE3 PER CAPITA ...... 

?DUCATION 

....... Literacy Rate 

Pupils as  $ of Pop. 
(Prim. & Sec.) ..... 

Pupils per Teacher 
(Prim. only) ....... 

[EALTA 

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

Mil. 

4 
No. 

k 
Acres 

m / y r  

S 

S 

No. 

Y r s .  

No. 

GRBS NATIONAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment as  Percent of GNP ............. 

...... AGRICUlTURAL PRODUCTION INDEX ,- TOTAL. 
Index Per Capita ......................... 
Corn ................ma................... 

................ INDUSTRIAL PRODUCPION INDEX 

...... COST OF LIVING INDEX (Guatemala City) 

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

Trade Balance ....................... 
Trade with United States (U .S .  data): 

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

GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

Calendar Years 

Unit - 1959 1960 1961 Est. 

$ Millions 651 67 9 680 
Dollars 178 180 176 
Percent 13 12 n.a. 

1,000 Mr 

1% 3-100 

1953=100 

$ Millions 
11 

I t  

,I 

$ Millions 
I t  

I, 

11 

CENTRAL GOVERNMENT FINANCES * F'Y ending June 30 

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

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

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

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

42.4 52.2 51.0(Nov) 

Million Dollar Equivalents - 
1962 (Bud) 

108 
(9) 

(37) 

91 

-1 

18 

-- 

+ - Converted a t  1 Quetzal per U.S. $. 
a - Preliminary actuals. 



FINANCIAL DATA 
C O Y I ~ ~ ~  GUATENALA 

. AGENCY FOR INT'L DEVELOPMENT TOTAL... 

Obligations and Connnitmenta 
(mi l l ions  of d o l l a r s  & d o l l ~ r  equiv.) 

Al l iance  f o r  Pmgreasr .......... Loans (DLF p r i o r  to 1962) .......... I.D.B. Trust Fund Loans.. ........ Grants  (T.C. p r i o r  to 1961) 
Supporting Aaat. (DS/SA p r i o r  to 1961) 
Other MSP Economic................... 

FY 
lo46-].?61 1 

FOOD FOR PEACE (P.L. k801 
T i t l e  I, Country Uses ................ .................. ( S a l e s  Agreements) 
T i t l e  II............................. 
T i t l e  111.. .......................... 
T i t l e  IV............................. 

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

MILITARY ASSISTANCE ( ~ r o n r a m e ~  
M.A.P. - Grant Aid................... 
M.A.P. - Credit  Assistance ........... 
Non-M.A.P. M3litary Assistance.. ..... 

ASSISTANCE FROM INTlL AGENCIES 
IBRD - World Bank 

........... In te rna t iona l  Finance Corp 
Inter-American Develop. Bank. ........ 
UN Tech. Assist.-CY ending i n  FY ..... 
UN Specia l  hrnd 

OTIW FREE WORLD ASSISTANCE ............ 
SINO-SOVIET BLOC ASSISTANCE ........... 
U.S. DOLLAFI LOAN REPAYMENTS 

............... MSP and P.L 480 Loans 
Export.-Import Bank .................. 
Other Government Loans .............. 

July-December 1961 
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THE ALLIANCE FOR PROGRESS I N  HAITI 

Haiti ,  undoubtedly the most poverty-stricken country i n  t h i s  hemi- 
sphere, i s  a prime example of his tor ical ly  inadequate and depleted 
ns.'ural resources, aggravated by endemic and chronic po l i t i ca l  in- 
s t ab i l i t y ,  maladministration, inadequate technical competence, and 
a lack of effective and enlightened leadership. 

The present (Duvalier) regime derives i t s  parer primarily from i ts  
secret  police ( m e  Ton Ton Macoutes). Like so many of i t s  prede- 
cessors, it i s  autocratic, grossly incompetent, and has l i t t l e  
in te res t  in  improving the l o t  of the Haitian people. It is  domi- 
nated by a strong, deeply entrenched President who has surrounded 
himself w i t h  a small group of relat ively young and dynamic advisors 
oriented in Marxist and ultra-nationalistic ideologies. The in- 
fluence of these advisors has the effect  of exacerbating U.S.- 
Haitian relations, and may be intended to c r a t e  po l i t i c a l  and 
economic chaos i n  order t o  bring about Duvalier's own downfall o r  
create  conditions conducive t o  a Soviet-bloc offer of a id  o r  a 
Communist takeover. 

Perhaps even more dangerous from the U.S. viewpoint i s  the  develop- 
ment of an anti-American c i v i l  mi l i t i a  under the President's d i rec t  
control from among the lower echelon government employees, labor- 
ing c lass  and peasants. This p a r a 4 l i t a r y  force serves a t  the 
present time as a counter-balance t o  the  regular armed forces and 
could eventually become more powerful than the generally pro- 
American anned forces. 

Another element of uncertainty i n  the present situation is  
Duvalier's increased feeling of insecurity resulting from recent 
developments i n  the  Dominican Republic. This could lead him t o  
consider the possibi l i ty  of a rapprochement with Castro. 

Po l i t i c a l  opposition elements, inside and outside Haiti, have not 
thus Tar developed the necessary strength and cohesion t o  challenge 
Duvalier. Moreover, no existing opposition leader, party or  coa- 
l i t i o n  appears able t o  secure the necessary popular support and 
assure a higher degree of governmental competence. 

Pending crystallization of an acceptable alternative t o  Duvalier, 
we consider it essent ial  to avoid actions, such a s  the withdrawal 
of U.S. assistance, which would provoke an open break between h is  
regime and the U.S., play into the hands of his l e f t i s t  advisers, 
and r e su l t  in  further deterioration of the overall situation i n  
the  Caribbean area. Our current policy tarrirds Haiti, therefore, 
i s  t o  attempt t o  maintain a pract ical  basis  of cooperation with 
the  present regime, using means available t o  us t o  influence it to 
undertake needed reforms and t o  carry out the type of a id  programs 
we believe essent ial  to the long-range development of more en- 
lightened and responsible government. - 

Hait i ' s  basic economic problems and needs a r e  staggering. It has 
the greatest population density of any American Republic (330 per 
square mile), the highest r a t e  of i l l i t e r acy  in  t h i s  hemisphere 
( Y W j J j ,  and a per capiza income of $76 per year. .&~i~oruic e f for t  
i s  generally disorganized, and the chronically stagnant economy 
does not possess suff icient  momentum to sustain i t s e l f ,  even a t  
i t s  present low level,  without foreign assistance. The country's 
finances and f inancial  administration a r e  chaotic. Domestic 
savings and investment a re  grossly inadequate and, together with 
foreign investment, scarcely keep pace with capi tal  depreciation, 
much l e s s  increase production suff icient ly t o  support the in- 
creasing population. 

The following significant s t a t i s t i c s ,  with comparisons t o  the 
United States, t e l l  par t  of the story: 

Haiti  Lhited States 

Per capita GNP $ 76 
Calories per day per capita 

$2, 
1,875 3 , m  

Infant mortality (deaths pr ior  t o  
age one per 1,000 l i ve  b i r ths )  150 26 

Life expectancy 33 y-8.  
Literacy 10 k 
Rate of population growth 1.2 $ 

E rs* 
1.7 k 

Cost of l iving index (1953 = 100) 104 112 

Export earnings a r e  heavily dependent on coffee. In Haiti  a 
unique biennial cycle in the  production of coffee resu l t s  i n  a 
drop of a s  much a s  30$ in  production and exports in  off years. 
This combined with the downward trend i n  coffee prices has had a 
serious depressing effect  on the economy in  recent years. 

U.S. assistance has kept the economy from collapse, l a id  the base 
fo r  nationwide improvements in  rural  education, and increased and 
diversified agricul tural  production, particularly i n  the  Artibonite 
Valley and the northern area. 

A t  the same time there has been a decline i n  commercial ac t iv i ty  
and investment, and a l so  some capi ta l  f l i gh t  has resulted from a 
loss  of business confidence in  the policies of the govement.  

Self-Help and Reform Measures 

The Duvalier Government has made only l M t e d  progress towards 
self-help, a s  follows: ( a )  adhered to a s tabi l izat ion agreement 
with the International Monetary Fund fo r  preventing inf lat ion,  
(b) taken preliminary steps to fornulate a national economic 
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development program with the help of an OAS/ECLA/IDB mission; budgeted for rural education; and ( e )  simplified its tar i f f  
( c )  taken steps t o  ertablish more effect ive  tax collection and Leva and codified existing.lebor laws. 
budget and f i s c a l  control; (d) agreed to increase by 10% funds 



Situated i n  the Caribbean about 700 miles southeast of Florida, 
Haiti  occupies the western th i rd  of the island of Hispaniola. Its 
2.5 l l ~ ~ i i i u n  are p c k s d  orrto X,7X ST-r.: : i i i l ~ ~  of ~ L L .  
The bulk of the people exis t  from subsistence farming on badly 
eroded land, on which much of the forest  cover has been destroyed. 
Grinding poverty ($76 annual per capita income) and i l l i t e r acy  
(go$) have resulted i n  chronic po l i t i c a l  ins tab i l i ty  and a long 
ser ies  of dictators,  none v i th  a f i m  ideological base. 

Haiti 's  significance t o  the U.S. is  mainly po l i t i ca l  ar is ing from 
i t s  location near Cuba and the Importance of avoiding further com- 
pl icat ions i n  the troubled Caribbean. The government has t r a -  
di t ional ly been venal, oppressive, and incompetent, and there has 
been a disturbing increase i n  Communist tendencies on the  part  of 
a small group of advisors who have surroundedthe President, but 
the bilk of thc Eaitia:: peeple e re  pol i t icel ly  iner t .  % i t i  i s  
the only Negro republic i n  the western hemisphere and there i s  a 
growing tendency t o  seek ident i f icat ion with emerging African 
nations. The conditions of extreme poverty and i n s t ab i l i t y  i n  a 
country so close t o  our om shores cannot help but constitute a 
continuing source of embarrassment and reproach. 

Country Background 

Haiti  lacks resources t o  achieve a significant increase i n  l iving 
standards without external assistance. A t  present there a re  i n  
the private sector only an estimated 17,000 paying jobs i n  the 
en t i re  country. Some important improvements, however, are  possible 
i n  various f ie lds .  For example, the land i s  capable of f a r  greater 
productivity. Tourism could enjoy a substantial growth. Given a 
favorable po l i t i ca l  climate, small labor-intensive industries 
would thrive. 

In part  due t o  the lack of legitimate job opportunities i n  the 
economy, the Government i s  t radi t ional ly beset by graf t ,  corrup- 
t ion and maneuverings f o r  power. The Haitian economy i s  firmly 
controlled by the present regime, making the investment climate 
uncertain and impeding social and economic deve lopn t .  Haiti 's  
go$ i l l i t e r acy ,  the highest i n  the  hemisphere, i t s  15$ infant  
mortality rate,  and i t s  life-expectancy r a t e  of only 33 years, 
compound t h i s  problem. The country's e l i t e ,  the educated and 
generally wealthy group, has l i t t l e  in te res t  in these problems. 

Hai t i ' s  r a t e  of investment i n  both the public and private sectors 
i s  grossly inadequate amounting t o  no more than 6$ of the Gross 
National Product (GNP~ and barely suff icient  to  cover depreciation 
of existing plant. The government's revenues are  insuff icient  for  
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current expenditures. U.S. agencies and international agencies 
have been the principal sources of development financing i n  
recent years. 

Self -Help and Refom Measures 

The Duvalier Government has made only limited progress towards 
self-help, a s  follows: ( a )  adhered t o  a s tabi l izat ion agreement 
with the IMF fo r  preventing inf lat ion,  (b) taken preliminary 
steps t o  formulate a national economic development program with 
the  help of an Organization of American s tates/Industr ia l  Develop- 
ment ~ank/~conomic Commission f o r  Latin America (oAs/IDB/EXXA) 
mission; ( c )  taken steps t o  establish more effective tax collec- 
t ion  and budget and f i s ca l  control; (d) agreed t o  increase by 10$ 
funds budgeted for  rura l  education; and ( e )  simplified i t s  t a r i f f  
laws and codified existing labor laws. 

Basic economic and social problems i n  land reform remain un- 
touched. No deep concern fo r  the people and l i t t l e  understanding 
of the r ea l  nature of economic and social  development has been 
shown by the Government. The private investment climate has been 
worsened by government sponsored shakedowns of private business 
fo r  contributions t o  alleged development projects. 



U.S. Assistance Strategy Uslaria Eradication. This project w i l l  be carried forward 
throughout the en t i re  country. 

!be major goal of the assistance program i s  t o  prevent po l i t i ca l  
collapse which would probably be followed by a Castro-Communist 
takeover. While pursuing this goal, the  assistance program wi l l  
concentrate on projects of d i rec t  economic benefit  t o  the m s s  of 
the  population and which w i l l  improve the quality of human re- 
sources. Thus, we w i l l  seek t o  increase agricultural production 
and t o  expand rura l  education t o  reach the  90$ of the  population 
now t o t a l l y  unschooled. 

Every e f for t  w i l l  be made t o  t i e  each project t o  specific se l f -  
help and reform measures. A l l  of the international agencies 
working i n  FIaiti, including the  United Nations (uN), the Inter- 
national Monetary F'und (IMF), and Inter-American Development Bank 
(IDB) and the International Bank f o r  Reconstruction and Develop- 
ment (IBRD), have agreed informally t o  maintain a united front  
with A D  on countering Haitian Government actions tha t  impede 
performance. 

I n  agricul tural  and rura l  education programs increasing participa- 
t ion a t  the community level  w i l l  be encouraged. Continuing e f for t s  
w i l l  be exerted to induce the Government to expand i t s  budgetary 
expenditures on agriculture and education. 

The national development plan and the national planning agency now 
being prepared with the assistance of an OAS/IDB/ECLA group, should 
resu l t  i n  a more detailed formulation of Hai t i ' s  development needs. 
It i s  possible tha t  a sound plan wi l l  afford a basis upon which the 
energies of the country might be mobilized. 

Proposed Aid Program fo r  FY 1963 

In order t o  carry out programs i n  Hait i  t o  achieve the objectives 
outlined above, both Development Grants and Supporting Assistance 
funds w i l l  be needed i n  FY 1963. 

Education. A substantial program of aided self  help school con- 
struction i n  rural  areas coupled with expanded teacher training 
and adul t  l i t e racy  i s  under consideration. 

Agriculture. An expanded program has been proposed which w i l l  in- 
clude extension services, 4-H Clubs, supervised agricultural 
c red i t s  f o r  smll farmers and cooperatives, reforestation and s o i l  
conservation, the construction of small food-processing plants, 
improved breeding stock and related ac t i v i t i e s  t o  increase and 
diversify agricul tural  production. 

Roads. In order t o  f a c i l i t a t e  the movenent of crops t o  markets 
an inmediate need i s  the completion of the a r t e r i a l  south road 
a s  well as the  construction or  improvement of a number of feeder 
roads. 

Accomplishments and Changes 

Subject to po l i t i c a l  developments which m y  affect  the magnitude 
and character of our aid, we intend t o  concentrate upon t h e ,  
development of human resources through expanded programs i n  edu- 
cation and agriculture and t o  work more closely with rura l  
comunities. In FY 1962 steps were in i t i a ted  to concentrate on 
these areas. 

Examples of specific accomplishments of our assistance program i n  
Haiti  are: 

Professional training was provided i n  the  l a s t  two years to 
1400 ru ra l  school teachers. 

Kits of educational supplies were distributed t o  445 rural  
schools. 

The rura l  normal school a t  Damien, assisted by our aid 
program, graduated 70 trained teachers i n  1961 a s  compared 
with n in  1959. 

One million school lunches were served during the l a s t  two 
years. 

Constructed during the past two years 47 rura l  school class- 
rooms and s tar ted 60 classrooms t o  accollaodate 6300 children 
not now i n  school. These classrooms were constructed on an 
aided self-help basis. 

More than doubled membership i n  4-H Clubs from about 2000 
t o  more than 4000. 

Introduced hybrid corn seed potentially capable of quadru- 
pling production of corn. 

Achieved self-sufficiency i n  r ice,  the major staple food 
item; the largest  par t  of r i c e  consumption requirements had 
previously been imported. 
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Country: HAITI 

(9) Bsve ass i s t ed  i n . t h e  establishment of ema l l  food-processing 
p lan t s  including two bu t te r  processing plants, two C a ~ i n g  
plants ,  one cacao processing plant ,  two coffee washing 
plants ,  one r i c e  mill ,  etc. 
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Tit le  I, Country Uses................ .................. (Sales ~ ~ r e e m e n t  s)  
T i t l e  II............................. 
T i t l e  III............................ 
Ti t l e  IV............................. 

Obligations and Commitments 
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O T m  U.S. ECONOMIC PROGRAMS........... 
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IBRD - World Bsnk .................. 

....... Lnte~American Develop. h n k  
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UN Special Fund .................... 
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U.S. D O W  LOAN REPAYMEPIS 

bSP and P.L. 480 h n s  ............. 
Export-Import Bsnk ................. 
Other Government Loane ............. 

aJ July-Dec. 1961. 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit HAITI . (UNDEV . A R E A S  

BEA & POPULATION 

Area ................ 1000 sq.mi. 10.7 

population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

'$ of Tota l  Area ..... 
Per Capita .......... 

WWER PER CAPITA ...... 

CDUCATION 

Literacy Rate ....... 
Pupils a s  k of Pop . 
(Prim . & Sec . ) ..... 

Pupils per Teacher 
(Prim . only) ....... 

FEALTH 

Li fe  Expectancy ..... 
People per Doctor ... 

Mil . 
k 

No . 

k 
Acres 

K W H / Y ~  

k 

k 

No . 

Y r s  . 
No . 

GRCGS NATIONAL PRODUCT * ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

....... . RGFUCULTURAL PRODUCTION INDEX TUTAL ......................... Index Per Capita .............................. Rice. rough 

......................... BAUXITE F'2ODUCTION 

....... COST OF LIVING INDEX (port-au-prince) 

FOREIGN TRADE ................... Total  Exports (f  .o. b. ) ................................. Coffee 
Total  Imports (c . i . f .  ) ................... 

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

~ x p o r t s  t o  U.S. (f.0.b.) ............ 
Imports from U.S . (f . o . b . ) .......... 

Trade Balance .................. 
...... GOLD & FOREIGN EXCHANGE (end o f  year) 

U n i t  

$ Millions 
Dollars 
Percent 

1952-54=100 
I, 

1. 000 MT 

11 

1953=100 

$ Millions 
I t  

I1 .. 
$ Millions 

I* 

II 

11 

a 
CENTFVU GOVERNMENT FINANCES * FY ending Sept .. 3Q 

Total  Expenditures ................................ 
. (Defense Expenditures) ....................... ............................ (Capital Outlays) 

a 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 (+) .............. 

Calendar Years 

-Million Dollar Equivalents . 
1960 1961 ( ~ u d ) ~  1962 (Bud) 

* . Converted a t  5 Gourdes per U.S.$. 
a . Does not include revenue from the  "Regie du Tabac" which i s  not avai lable  . 
b . Revised . 

98 - 



Honduras  





0'% 
a Y ?IIE ALLIANCE FOR PROGRESS I N  HONDURAS 

Honduras i s  a mountainous country located i n  the middle of t he  
- 

dwellings. With a population only 35% l i t e r a t e ,  l e s s  than hal f  
Centra l  American peninsula. It has a population of about of the  children receive more than one y e a r ' s  schooling. Agri- 
2,000,000 and i s  approximately 43,200 square miles i n  area ,  about cul ture  accounts f o r  nf CNP, while &$ of the  populat.lon 
the  s i z e  of Tennessee. l i v e s  on farms, 40% of the  rural population i s  l and le s s .  

The United S t a t e s  i s  in teres ted  i n  supporting Honduras' e f f o r t s  
t o  maintain i t s  cons t i t u t iona l  government, provide an order ly  
t r a n s f e r  of p o l i t i c a l  power i n  the  e l ec t ions  of 1963, and i n  help- 
ing  it achieve i t s  expressed dedication t o  the goals  of t h e  
Al l iance  f o r  Progress. 

S ign i f i can t  s t a t i s t i c s ,  with comparisons t o  the United S ta t e s ,  
t e l l  p a r t  of t he  s tory:  

Honduras United S t a t e s  

Per  Capita GNP $19 $2,800 
Calor ies  per day per cap i t a  2,190 3,220 
In fan t  mor t a l i t y  (deaths p r i o r  t o  

age one per 1,000 l i v e  b i r t h s )  58 26 
L i fe  expectancy NA 70 y r s .  
Li teracy  35 $ 98 % 
Rate of population growth 3.3 % 1 . 7  % 
Cost of l i v i n g  index (1953=100) 114 112 

P o l i t i c a l  i n s t a b i l i t y  was chronic i n  Honduras u n t i l  the e l ec t ion  
i n  November, 1957 of l i b e r a l  President  Villeda. Reversing pre- 
v ious  t r a d i t i o n s ,  h i s  government has permitted f r e e  speech and a 
f r e e  p re s s  and has abolished p o l i t i c a l  imprisonment and e x i l e .  
V i l l eda  has committed himself t o  the  goals of the  All iance and 
has made sane progress despi te  the unstable p o l i t i c a l  s i t u a t i o n  
( f o r  example, a bloody r evo l t  i n  t h e  c a p i t a l  in Ju ly  1959 by the  
National Police cos t  over 100 l i v e s ) .  

The p o l i t i c a l  s t a b i l i t y  necessary f o r  reform in Honduras i s  a l s o  
cons tant ly  threatened by tk b i t t e r  d iv i s ion  between the  two 
major p a r t i e s ,  t he  conservative Nat ional i s t  Party, which con- 
t r o l l e d  the  country before 1957, and Vi l l eda ' s  Libera l  Party.  
Honduras w i l l  f a ce  a p re s iden t i a l  e l ec t ion  i n  October 1963, which 
w i l l  severely t e s t  whether power can be t ransfer red  peacefully so  
t h a t  Honduras can continue with i t s  reforms and democratic 
goverment  . 
The economy of Honduras i s  v i r t u a l l y  stagnant,  with the  growth of 
t he  Gross National Product (GNP) bare ly  keeping pace with the  in -  
c rease  of population. Housing i s  pr imi t ive ,  with only one-tenth 
of t h e  population having water o r  s an i t a ry  f a c i l i t i e s  i n  t h e i r  

A t  l e a s t  13,000 people have been thrown out  of work a s  a r e s u l t  
of a decline of t h e  banana indus t ry ;  however, as a r e s u l t  of 
s t r i c t  c r e d i t  cont ro ls ,  some d i v e r s i f i c a t i o n  of exports  (bananas 
represented 70$ of t o t a l  exports  i n  1950 but only 45% i n  1960) 
and a $7.5 mi l l ion  drawing from the In ternat ional  Monetary Fund 
(IMF), Honduras ' reserves have recovered from a low of $8 m i l -  
l i o n  a t  the  end of 1958 t o  $12.3 mi l l ion  a t  the  end of 1961. 

Self-Help and Reform Measures 

The National Economic Planning Council, which was es tabl i shed i n  
1955, has become e f f ec t ive  within the  l a s t  18 months. Following 
the  Act of Bogota and the  Punta d e l  Este Charter, a na t ional  
four-year development plan w a s  prepared which the  Government 
plans sho r t ly  t o  submit t o  the  Organization of Americari States 
(OAS). It i s  recognized t h a t  considerable improvement of the  
plan w i l l  be necessary before it w i l l  meet the  standards of the  
Charter . 
I n  1962, t he  Government plans t o  increase the  amount budgeted 
f o r  education by 7% over 1961, an increase  of $~OC,OCC. 

I n  November 1961, a law was adopted which p roh ib i t s  sub-leasing 
of government-owned lands;  a p rac t i ce  t h a t  had l ed  t o  exorbi- 
tant  p r o f i t s  by middlemen a t  the expense of t he  campesinos. 

A t  the  beginning of 1962, incompetent and pro-Communist 
appointees t o  high posts  i n  the  Ministry of Education, the 
National Housing I n s t i t u t e  and the  National Develdpment Bank 
were replaced by competent profess ionals .  

Congress passed a l a w  on Apr i l  26, 1961, crea t ing  the  National 
Autonomous Water and Sewerage Authori ty (SANAA), with a 1962 
budget of $200,000 t o  administer t he  i n s t a l l a t i o n  of 56 new 
r u r a l  water supply f a c i l i t i e s .  

An important s t e p  was taken i n  January of t h i s  year, when the 
National Police Organization w a s  reorganized t o  improve 
administrat ion and t o  el iminate corrupt  and incompetent 
personnel. 



Honduras i s  a mountainous country located i n  the middle of the 
Central  American peninsula. It has a population of about 2 m i l -  
l i o n  and is  approximately 43,200 square miles i n  area,  about the 
s i ze  of Tennessee. 

The United Sta tes  i s  interes ted i n  supporting Honduras' e f f o r t s  
t o  maintain i t s  const i tu t ional  government and provide an orderly 
t r ans fe r  of p o l i t i c a l  power , in the e lect ions  of 1963, and i n  
helping it achieve i t s  expressed dedication t o  the goals of the  
Alliance f o r  Progress. 

Country Background 

P o l i t i c a l  and Economic Situation. P o l i t i c a l  i n s t a b i l i t y  was 
chronic i n  Honduras u n t i l  the e lect ion i n  November 1957 of - - .  
l i b e r a l  President Villeda. Reversing previous t radi t ions ,  h i s  
government has permitted f r e e  speech and a f r e e  press and has 
abolished p o l i t i c a l  imprisonment and ex i l e .  Villeda has com- 
mitted himself t o  the  goals of the Alliance and has made some 
progress despi te  the unstable p o l i t i c a l  s i tua t ion  ( fo r  example, 
a bloody revol t  i n  the cap i t a l  i n  July 1959 by the  National Police 
cos t  over 100 l i v e s ) .  The p o l i t i c a l  s t a b i l i t y  necessary f o r  r e -  
form i n  Honduras i s  a l s o  c o n s t a n ~ l y  threatened by the b i t t e r  
d ivis ion between the  two major pa r t i e s ,  the conservative 
Nationalist  Party, which controlled the  country before 1957, and 
Vil leda 's  Liberal  Party. Honduras w i l l  face a pres ident ia l  elec- 
t i o n  i n  October, 1963, which w i l l  severely t e s t  whether power can 
be t ransferred peacefully so t h a t  Honduras can continue with i t s  
re,forms and democratic government. 

Although the  Comunist Party i s  small and not well organized, 
Communists control the second l a r g e s t  newspaper and may regain 
control  of the student federation of the  National University i n  
e lect ions  t o  be held i n  July 1962. 

The economy of Honduras is  v i r t u a l l y  stagnant with the growth of 
GNP barely keeping pace with the  increase of population. Housing 
i s  primitive,  with only one-tenth of the  population having water 
o r  sani tary  f a c i l i t i e s  i n  t h e i r  dwellings. With a population 
only 358 l i t e r a t e ,  l e s s  than half  of the  children receive more 
than one year ' s  schooling. Agriculture accounts f o r  4% 
of GNP; w u l e  8 6  of the population l i v e s  on farms, 40% of the 
r u r a l  population is  landless.  

A t  l e a s t  13,000 people have been thrown out of work a s  a r e s u l t  
of a decline of the banana industry; however, a s  a r e s u l t  of 
s t r i c t  c red i t  controls,  some d ivers i f i ca t ion  of exports (bananas 
represented 708 of t o t a l  exports i n  1950 but only 45% i n  1960) 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

Alllance lor Propress 

FY 1961 

PROPOSED PROGRAM 
(Millions of Dollars) 

and a $7.5 mill ion drawing from the IMF, Honduras' reserves have 
recovered from a low of $8 n i l l i o r ~  a t  the end of 1959 t o  $12.3 
mill ion a t  tile em2 of 1351. 

There i s  s ~ f f i c i e r ~ t  ur.used land i n  Honduras t o  permit food pro- 
ductiorl t o  expand greatly.  In addition, there a re  large,  un- 
exploited f o r e s t  resources and unexplored mineral resources. 
However, r u r a l  c red i t  on reasonable terms i s  scarce, and basic 
communication f a c i l i t i e s  and sources of power needed t o  exploi t  
these unused resources a re  among the l e a s t  adequate i n  Latin 
America. A s m a l l  and ine f f i c ien t ly  operated ra i l road network 
serves only the banana-growing areas of the north coast. Road 
mileage i s  the  lowest i n  Central America i n  re la t ion  t o  area. 
The sparsely populated eastern half  of the country i s  almost 
inaccessible except by a i r ,  and the lack of e f f i c i e n t  surface 
communication divides the western half  of the country i n t o  two 
largely  independent economies. 

Self-Help and Reform Measures 

The National Economic Planning Council, established i n  1955, has 
become effect ive  within the l a s t  18 months. Following the Act of 



Bogota and the Punta d e l  Este Charter, a national four-year 
development plan w a s  prepared which the Government plans shor t ly  
t o  submit t o  the OAS. It i s  recognized tha t  considerable improve- 
ment of the plan w i l l  be necessary before it w i i i  meet zne 
standards of the Charter. 

In 1962, the Government plans t o  increase the amount budgeted f o r  
education by 7% over 1961, an increase of $500,000. 

In November 1961, a l a w  was adopted which prohibits sub-leasing 
of government-owned lands; a pract ice  tha t  had l ed  t o  exorbitant 
p r o f i t s  by middlemen at the expense of the c q e s i n o s .  

A t  the beginning of 1962, incompetent and pro-Communist appointees 
t o  high posts i n  the Ministry of Education, the National Housing 
I n s t i t u t e  and the National Development Bank were replaced by com- 
petent professionals. 

Congress passed a l a w  on April  26, 1961, creating the National 
Autonomous Water and Sewerage Authority (SANAA), with a 1962 
budget of $200,000 t o  administer the ins ta l l a t ion  of 56 new r u r a l  
water supply f a c i l i t i e s .  

An important s t ep  was taken i n  January of this year, when the 
National Police Organization w a s  reorganized t o  improve adminis- 
t r a t i o n  and t o  eliminate corrupt and incompetent personnel. 

Proposed AID Program f o r  FY 1963 

To supplement the expanded Honduran e f f o r t  i n  primary and 
secondary education a program of $yw,wii is  propot& LO con- 
tinue a id  f o r  r ehab i l i t a t ion  and expansion of the r u r a l  normal 
schools, a s s i s t i n g  the teacher t ra ining project  and increasing 
vocational t r a in ing  f a c i l i t i e s .  (A grant of $500,000 w a s  made 
i n  FY 1962 t o  cover construction costs over a two-year period.)  

In the f i e l d  of agr icul ture  it i s  proposed t o  strengthen the 
extension service,  pa r t i cu la r ly  with respect t o  the production 
of l ivestock, and t o  improve storage and marketing f a c i l i t i e s .  
This program w i l l  require $550,000 i n  1963. 

In  the f i e l d  of public administration it i s  proposed t o  con- 
centrate a c t i v i t i e s  on t ax  col lect ion and administration and on 
the Pianning Agency. This program w i l l  require $27G,KlG. 

An additional $686,000 i s  required f o r  terminating projects  i n  
public hizalth and ass is tance t o  th? Engineering Construction 
Unit. 

By providing technical ass is tance i n  the i n d u s t r i a l  f i e l d  it i s  
proposed t o  improve productivity and techniques i n  130 indus t r i a l  
establishments and i n  cottage industr ies  and t o  conduct f eas i -  
b i l i t y  s tudies  f o r  20 new indus t r i a l  establishments. This pro- 
gram w i l l  require $221,000 i n  1963. 

U.S. Assistance Strategy 
A s  the Planning Agency ( ~ a t i o n a l  Economic council)  develops pro- 

The United Sta tes  proposes t o  encourage and a s s i s t  the Govern- ject  proposals which would have a substant ia l  impact upon large 
ment of Honduras (GOH) t o  improve and complete a four-year groups of people and which a re  i n  the  p r i o r i t y  f i e l d s  indicated 
development plan t o  serve t o  expedite the social  and economic above, consideration w i l l  be given t o  loan support of such 

development of the  country. projects.  

Pending the completion and approval of the long-term plan, U.S. 
ass is tance w i l l  be concentrated upon sound projects  t o  improve 
agr icu l tu ra l  production and transport ,  e.g., feeder roads, 
supervised agr icu l tu ra l  c red i t ,  land settlement. 

The United S ta tes  a l s o  proposes t o  encourage and support Honduran 
par t ic ipat ion i n  the Central American integration movement which 
should improve the conditions fo r  development of industries.  

The United S ta tes  w i l l  a t  the same time encourage programs, s e l f -  
help and reform measures designed t o  improve i n s t i t u t i o n a l  and 
human resources, e.g., tax  reform, public administration and 
education. 

Accomplishments and Changes 

The Government of Honduras has became aware of the key ro le  of an 
economic Planning Agency i n  a development program, and has in -  
creased i t s  dependence on i t s  National Economic Council. This 
Council has produced the f i r s t  long-range development plan f o r  
any Central American country, and i s  now engaged i n  ref ining the 
plan f o r  submission t o  the OAS experts. 

The National Development Bank i s  being reorganized and redirected 
t o  be an e f fec t ive  source of c red i t  f o r  the small farmer, who had 
not previously been able t o  secure c red i t .  

Honduras i s  preparing t o  receive a team of Peace Corps volunteers 
t o  a s s i s t  i n  the Rural Health Program of the Mlnistry of Health. 



A p i l o t  project  i n  Aided Self-help School Construction has 
largely  completed projects  i n  23 communities, and has t ra ined key 
personnel so  t h a t  it was possible t o  expand t h i s  program sub- 
s t a n t i a l l y  i n  FY 1962 with a grant of $600,000 and a loan of an 
equal amount covering a two-year period. 

FINANCIAL DATA - 
- . AGENCY FOR INT'L DJPIEUIPMENT TOTAL.. 

- 
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Other W Economic................... 
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(millions of d o l l a r s  & dollar equiv.) 946-1961 
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Ti t le  I, b u n t r y  Uses................ 

(Sales Anreanent 6 ) .  ................. 

FY FY 
1961 1962 

- 
Tit le  II............................. 
Ti t l e  III............................ 
Ti t l e  IV............................. 

EX-M BANK LON&= LOANS............. 

MILITARY ASSISTANCE (Pronrams1 
M.A.P. . GI.& Aid................... 
M.A.P. - Credit Assistance........... 
Non4.A.P. W t a r y  Assistance....... 
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IBRD - World Bank .................. 
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UN Special Fund .................... 

OTHER FREE WORLD ASSISTANCE.. ......... 
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Export-Import Bank ................. 
Other Government Loans ............. 

4 July-December 1961 
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Investment a s  Percent of GNP ............. 

...... AGRICULTURAL PRODUCTION INDEX - TmAL. 
Index Per Capita ......................... 
Corn ..................................... 

......... COST OF Ll"v'ING I:ZM (Tegucigalpa) 

FOREIGN TRADE ................... Total Exports (f .o.b. ) 
Bananas ................................ 

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

Trade with United S ta tes  ( U . S .  data): 

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

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE (end of year) ...... 

CENTRAL GOVERNMENT FINANCES * FY ending Dec. 

Calendar Year.9 

Unit 1960 1961 Est. - 

$  illi ions 366 38h LOO 
Dollars 19h 197 199 
Percent 13 l h  n.a. 

M i l l .  KWH 90 10.5' n.a. 

$  illi ions 69 6h 68 
11 32 2 9 36 

$ Millions 25 3h 3 3 
I, 

32 3h 36 
I, 7 a T 
I t  

13.8 15.2 1h.7 (Nov) 
- Million Dollar Equivalents - 

3 1 1959 1960 1961(Bud) 

................................ Total Expenditures h0.3 hO.7 h3.0 
(Defense Expenditures) ....................... 5 . 5  (3.8) (h.0) ............................ (Capital Outlays) (5.8) (6.7) (10.0) 

Domestic Revenues ................................. 33.6 35.5 37.0 

Budget Receipts from Non-U.S. Foreign Aid ......... 1.9 1.9 0.6 

Budget Receipts from U.S. Aid  rants Rc ~ o a n s )  .... 3.1 3.2 h.h 

Remaining Deficit  ( - )  o r  Surplus (+) .............. -1.7 -0.1 - l . C  

+ - Converted a t  2 Lempiras per U.S. $. 
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THE ALLLANCE FOR PROGRESS I N  MEXICO 
~ e x i c o ,  a country of 760,000 square miles with a population of 
35 mill ion, is  our c losest  neighbor t o  the South and second most 
popuivus n a ~ i v n  i n  L t r~ in  America. k x i c v ' a  p o 1 ~ ~ i c u . l  aud. ecv- 
nomic a t t i t u d e s  have been strongly influenced by this proximity, 
and by the  sometimes violent  h is tory 0f.U.S.-Mexican re la t ions ,  
which have heightened Mexico's des i re  t o  maintain f u l l  p o l i t i c a l  
and economic sovereignty a s  well a s  cu l tu ra l  ident i ty .  

Signif icent  s t a t i s t i c s ,  v i t h  comparisons t o  the United States,  
a re  as follows: 

Mexico United Sta tes  

Per Capita GNP $314 $2,800 
Calories Per Day Per capi ta  2,725 3,220 
Iuf~fant Mortality (deaths pr ior  t o  

age 1 per  1,000 l i v e  b i r t h s )  81 26 
Life  Expectancy (years) 60 70 
Literacy 
R a t e  of Population Growth 

56 $ 98 $ 
3.1 $ 1.7 $ 

Cost of Living Index (1953=100) 166 112 

Mexico's in te rna l  p o l i t i c a l  s t ructure  i s  largely shaped by the 
pervasive influence of the Revolution of 1910 which destroyed the 
parer of the t r ad i t iona l  rul ing groups and profoundly a l t e red  the 
s t ruc tu re  of Mexican society. 

More than 30 years ago, Mexico began t o  carry out a sweeping re -  
d i s t r ibu t ion  of agr icu l tu ra l  lend, a program which contributed 
decis ively  t o  Mexico's almost unique p o l i t i c a l  s t a b i l i t y .  In  the 
past  few years, however, the ru ra l  areas  of Mexico again became 
a focus of soc ia l  and p o l i t i c a l  unrest. 

Last  f a l l ,  peasant demonstrations i n  Baja California, Vera Cruz, 
Puebla and other s t a t e s  included armed assaul ts  on r u r a l  guard 
s t a t ions  and police.  More recently, some 7,OOO peasants from the 
northeastern s t a t e s  sought t o  rnarch on the capital .  Although the 
march w a s  dispersed before it reached E x i c o  City, it sharpened 
the government's already grave concern about the country's r u r a l  
problems. The population explosion, dependence on marginal land, 
inadequate c red i t  f a c i l i t i e s ,  lack of i r r igat ion,  and the absence 
of an adequate extension service have contributed t o  grinding 
poverty i n  these areas  which is  being exploited i n  a number of 
cases by Comunist ag i t a to r s .  

The r i s i n g  socia l  pressures i n  Mexico have been accompanied by an 
increasing polarization of p o l i t i c a l  sentiment. This polarization 
has been ref lected i n  s t r i f e  within the ruling Partido 

Revolucionario Ins t i tucional  (PRI) which has controlled the 
country since 1929. Originally a kind of coal i t ion,  designed t o  
pac i fy  the  coulltl-y LLI tie ~rur i s s  tiuu i r  vrrl L L ~  revu~uLionary 
period, the PRI embraces a l l  shades of opinion. 

Since the Castro revolution i n  Cuba, the PRI's extreme l e f t  wing, 
headed by pro-Communist ex-President Lazaro Cardenas, has enjoyed 
a resurgence of popularity. Cardenas has intimated t h a t  he would 
attempt t o  break up the PRI i n  order t o  form a party of h i s  own. 
He i s  supported by the numerically small but act ive  cormnunifit- 
l i n e  p a r t i e s  -- the Popular Soc ia l i s t  Party and the Comunist 
Party of Mexico. The influence of Castroism i s  one of the major 
fac to r s  i n  the unsett led p o l i t i c a l  s i tuat ion.  Simultaneously, 
the r i g h t  wing and the Catholic Church have undergone a revival,  
and President Lopez Mate06 has been forced t o  adopt equivocal 
posi t ions  on mny 166W6 i n  order t o  prevent the dis integrat ion 
of the PRI, and i n  many cases i n  order t o  placate the  extreme 
l e f t .  This reaction t o  these pressures has created a lack of 
confidence i n  the po l i c ies  of the Government. 

A s  a resu l t ,  Mexico last year suffered a f l i g h t  of c a p i t a l  and 
consequent balance-of-payment c r i s i s  which began t o  right i t s e l f  
i n  the last months of 1961. 

Although Mexico has experienced rapid economic growth since the 
1930'6, pa r t i cu la r ly  i n  the indus t r i a l  sector,  the r a t e  of in- 
crease i n  the Gross National Product (GNP) has remained re-  
l a t i v e l y  constant i n  the past  few years. In  1961 the growth i n  
GNP was an estimated 4.5$ compared t o  a population growth of 3$. 
The per capi ta  GNP i s  about $310, only average f o r  Latin Amrica 
despite Mexico's r e la t ive ly  high r a t e  of economic grovth i n  the 
pas t  20 years. Less than 60'$ of the  population i s  l i t e r a t e  and 
only about half the country's schwl-age children received formal 
education i n  1961. Life expectancy is  only 38 years, one of the 
lowest r a t e s  i n  Latin Amrica. 

Self-Help and Social  Reform 

In the past three years about 1 7  mil l ion acres of land were 
dis t r ibuted t o  some b million peasants. However, much of t h i s  
land i s  unproductive and some i s  actual ly  unirrigated deser t .  

In 1960, the  Government i n i t i a t e d  plans t o  open up new areas  
of unused land i n  currently inaccessible areas i n  the south 
through a colonization program t h a t  w i l l  include roads, 
housing, i r r iya t ion ,  supervised c r e d i t ,  and other necessit ies.  



THE A L L I A N C E  F O R  PROGRESS I N  I E X I C O  

I n  1960, over-all budgetary receipts  increased by 34% 
o r  about 3 b i l l i o n  pesos over 1956 receipts ;  the  in-  
creases resul ted mainly from greater  economic a c t i v i t y  
and improved col lect ion procedures. 

In 1961 the  income tax  laws were revised and made more 
progressive. Increased revenues a re  anticipated of 
about 6$ from the income tax, or  250 mill ion pesos 
annually. Income taxes now yield  about one-third of 
t o t a l  nat ional  government revenues. 

I n  1961 a National Planning Staff was created i n  the 
off ice  of the President. It w i l l  f i r s t  develop p r i o r i t i e s  
and coordinate sector  plans completed o r  i n  preparation 
by the various ministries.  

Expenditures on education now amount t o  21$ of the  t o t a l  
budget as compared t o  5$ f o r  the mil i tary .  



Mexico, a country of 7b0,000 square miles with a population of 
35 mill ion, i s  our c losest  neighbor t o  the south. Mexico's 
p n l i t i c a l  8.~~3 ecnr?.x!lc att itfides have heen i n ?  l uenced strongly by 
t h i s  proximity and by the sometimes violent  h is tory of U.S.- 
Mexican re la t ions  which have heightened Mexico's des i re  t o  main- 
t a i n  f u l l  p o l i t i c a l  and economic sovereignty a s  well a s  i t s  
cu l tu ra l  ident i ty .  Although basical ly  strongly oriented toward 
the West and i t s  values, k x i c o  has t radi t ional ly  maintained an 
"independeut" policy. 

Country B a c w  ound 

Mexico's in te rna l  p o l i t i c a l  s t ructure  i s  largely shaped by the 
pervasive influence of the Revolution of 1910 which destroyed the 
power of the t r ad i t iona l  rul ing groups and profoundly a l tered the 
s t ructure  of Mexican society. 

More than 30 years ago, Mexico began t o  carry out a sweeping re -  
d i s t r ibu t ion  of agr icu l tu ra l  land, a program which contributed 
decisively t o  k x i c o ' s  almost unique po l i t i ca l  s t a b i l i t y .  In the 
past  few years, however, the r u r a l  areas of Mexico again became 
a focus of soc ia l  and p o l i t i c a l  unrest. 

Last f a l l ,  peasant demonstrations i n  Baja California, Vera Cruz, 
Puebla, and other s t a t e s  included armed assaults on r u r a l  guard ' 

s ta t ions  and police.  More recently, sane 7,000 peasants from the 
northeastern s t a t e s  sought t o  march on the capital .  Although the 
march was dispersed before it reached Mexico City, it sharpened 
the government's already grave concern about the country's r u r a l  
problems. The population explosion, dependence on marginal land, 
inadequate c red i t  f a c i l i t i e s ,  lack of i r r igat ion,  and the absence 
of an adequate extension service have contributed t o  grinding 
poverty i n  these areas  which i s  being exploited i n  a number of 
cases by Comunist ag i t a to r s .  

The r i s i n g  soc ia l  pressures i n  Mexico have been accompanied by an 
increasing polar izat ion of p o l i t i c a l  sentiment. This polarization 
has been ref lected i n  s t r i f e  within the ruling PRI which has con- 
t ro l l ed  the country since 1929. Originally a kind of coal i t ion,  
designed t o  pacify the country i n  the t ransi t ion from the re- 
volutionary period, the  PRI embraces all shades of opinion. 

Since the  Castro revolution i n  Cuba, the PRI's extreme l e f t  wing, 
headed by pro-Communist ex-President Lazaro Cardenas, has enjoyed 
a resurgence of popularity. Cardenas has intimated t h a t  he would 
attempt t o  break up the PRI i n  order t o  form a party of h i s  own. 
He i s  supported by the numerically small but act ive  communist-line 
pa r t i e s  -- the Popular Soc ia l i s t  Party and the Communist Party of 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars] 

PROPOSED PROGRAM 
(Millions of Dollars) 

Mexico. This influence of Castroism i s  one of the major fac to r s  
i n  the unsett led p o l i t i c a l  s i tuat ion.  Simultaneously, the r igh t  
wing and the Catholic Church have undergone a revival,  and 
President Lopez Mateos has been forced t o  adopt equivocal 
posit ions on many issues i n  order t o  prevent the dis integrat ion 
of the PRI, and i n  many cases i n  order t o  placate the extreme 
l e f t .  This reaction t o  these pressures has created a lack of 
confidence i n  the po l i c ies  of the Government. A s  a resu l t ,  
Mexico l a s t  year suffered a f l i g h t  of cap i t a l  and consequent 
balance-of-payments c r i s i s  which began t o  r i g h t  i t s e l f  i n  the l a s t  
months of 1961. 

Although Mexico has experienced rapid econmic growth since the 
1930's, pa r t i cu la r ly  i n  the indus t r i a l  sector,  m e  rate of in-  
crease i n  the GNP has remained re la t ive ly  constant i n  the l a s t  
few years. In  1961 the growth in  GNP w a s  an estimated 4.5% com- 
pared t o  a population growth of 3%. The per capi ta  GNP i s  about 
$310, only average f o r  Latin America despite Mexico's r e la t ive ly  
high ra te  of economic growth i n  the past  20 years. Less than 60% 
of the population i s  l i t e r a t e  and only about half the country's 
school-age children received formal education i n  1961. Life 
expectancy i s  only 38 years, one of the lowest r a t e s  in  Latin 
America. 
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Self -Help Measures 

Mexico's r a t e  of domestic investment, averaging 15 t o  16$ of GNP, 
has been one of the highest i n  Latin America and has served t o  
finance over go$ of the country's development costs.  

I n  the  past  three  years about 17 mill ion acres of land were d i s -  
t r ibu ted  t o  some 4 mill ion peasants. However, much of this land 
i s  unproductive and same i s  ac tua l ly  unirrigated deser t .  

I n  1960, the Government i n i t i a t e d  plans t o  open up new areas  of 
unused land i n  currently inaccessible areas i n  the south through 
a colonization program that w i l l  include roads, housing, irri- 
gation, S ~ p e ~ i S e d  credi t ,  and other necess i t ies .  

I n  1960, overal l  budgetary receipts  increased by 34$ o r  about 3 
b i l l i o n  pesos over 1958 receipts ;  the increases resul ted mainly 
from greater  economic a c t i v i t y  and improved col lect ion procedures. 

In  1961 the income tax l a w s  were revised and made more progressive. 
Increased revenues a re  ant ic ipated of about 6$ from the income 
tax, o r  250 mill ion pesos annually. Income taxes now yield  about 
one-third of t o t a l  national government revenues. 

In  1961 a National Planning Staff w a s  created i n  the o f f i ce  of the 
President. It w i l l  f i r s t  develop p r i o r i t i e s  and coordinate sector  
plans completed o r  i n  preparation i n  the various ministries.  

Expenditures on education now amount t o  21$ of the t o t a l  budget 
as compared t o  5$ f o r  the mil i tary .  

U.S. Assistance Strategy 

The pr incipal  roadblock t o  rapid economic development i n  k x i c o - -  
development t h a t  can lead i n  a re la t ive ly  shor t  period of time t o  
self-sustained growth -- i s  low agr icu l tu ra l  productivity and 

income. I n  addition, tbe poverty of the r u r a l  areas  i s  a 
principal focus of p o l i t i c a l  unrest  and is  a seedbed of Castroism. 
Thus our s t ra tegy i s  t o  concentrate United S ta tes  a i d  on agr i -  
cu l tu ra l  development, including resettlement, i r r iga t ion ,  credi t ,  
e t c .  A t  tbe same time we w i l l  seek the completion of integrated 
plans for  agr icu l tu ra l  development and decentralization of 
industry as well as the rapid implemntation of &xican land d i s -  
t r ibut ion programs. 

Proposed A I D  Program f o r  FY 1963 

O u r  Ambassador t o  &xico i s  now discussing a se r ies  of agr i -  
cu l tu ra l  development projects  which the &xicans a re  preparing 
f o r  submission t o  the United Sta tes .  These discussions a re  de- 
signed t o  bring the applications i n t o  conformity with U.S. a i d  
c r i t e r i a  and technical requirements. The programs include agr i -  
cu l tu ra l  c red i t ,  i r r iga t ion  and land resettlement. The magnitude 
of these requests f o r  loan assistance from the U.S. Government 
i s  expected t o  be between $20 and $60 million. 

In  addition we a re  proposing a grant program i n  the  f i e l d s  of 
industr ia l  productivity and public administration i n  the amount 
of some $800,000. 

Accomplishments and Changes 

We a re  d ras t i ca l ly  sh i f t ing  our program from a small technical 
assistance e f f o r t  t o  a major development lending program con- 
centrating on agr icu l tu ra l  productivity. 

Assistance i n  vocational r ehab i l i t a t ion  techniques w a s  so 
successful t h a t  it w i l l  be converted t o  an area-wide project  which 
w i l l  service requests from other  countries f o r  technical  ass is tance 
The Mexican rehab i l i t a t ion  center which we have ass i s t ed  has re -  
habi l i ta ted over 1,500 disabled persons. About a t h i r d  of these 
individuals have been given a f u l l  course of vocational t ra ining,  
equipping them t o  perform i n t r i c a t e  assembly-line tasks.  



GENERAL ECONOMIC D A T A  

C a l e n d a r  Years 

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

BASIC DATA 

GROSS N A T I ~ A L  PRODUCT * ............... Total  GNP ( i n  1960 P r i c e s )  
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

 illio ions 10,150 10,750 
Dollars 305 310 
Percent 17 17 

AVERAGE - 

Unit MEXICO (UNOEY.  A R E A S  

4REA & POPULATION 

Area ................ 1000 sq.mi. 760 XXX 

XXX 

2.4 

40 

25 

2.5 

80 

3 5 

9 

38 

40 

7 000 

AGRICULTURAL PRODUCTION INDEX - TOTAL. ...... 
Index Per Capita ......................... 

M i l .  

k 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

No. 

Y r s .  

No. 

Population (1961) ... 
Annual Growth ..... 

Corn ..................................... 
................ INDUSTRIAL PRODUCKCON INDEX 

Density per sq.mi. ......... COST OF LIVING INDEX (hexico c i t y )  

FOREIGN TRADE 
Total  m o r t s  ( f  .o.b. ) ................... 

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

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

IGRICULTURAL LAND 

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

$ Millions 750 765 
II 199 158 

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

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

Trade Balance .................. 
$ Millions h3 5 hh? 

11 7hh 83 1 
11 -m -m 

POWER PER CAPITA ...... 

EDUCATION 

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

(Prim. & ~ e c .  ) ..... 
Pupils per Teacher 

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

GOLD & FOREIGN EXCHANGE ( e n d  o f  y e a r )  ...... 
(central Bank only) 

CENTRAI. GOVERNMENT FINANCES*a FY ending Dec. 31 

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

Domestic Revenues ................................. 
iEALTH 

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

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

Budget Receipts from U.S. Aid  rants Re ~ o a n s )  .... 
.............. Remaining Def ic i t  (-)  o r  Surplus (+) 

* - Converted a t  12.5' Pesos per U.S. $. 
a - Semi-Autonomous agencies included only on a net bas is .  



FINANCIAL DATA 

Country: MEXICO 

. . LGENCY FOR INTlL DEVELOPMENT m A L . .  

Alliance for  Progreasr ......... Loans (DLF prior to 1962). 
I.D.B. Truat Fund Loans............ 
Granta (T.C. prior to 1961)........ 

Supporting ABB~.(Ds/sA prior to 1961) 
Other MSP Ecommic................... 

FY 
1962 

FOOD FOR PEACE (POL. 1801 
Ti t le  I, Country Uaea.. .............. 

(Sale a ~ ~ r e e m e n t  8). ................. 
! N t h  II............................. 
Tit le  I11 ............................ 
Tit le  IV............................. 

FY 
1961 

Obligations and Commitments 
(millions of dollars  & dollar equiv.) 

DTHER U. So ECONOMIC PROGRAMS.. ......... 

FT 
@+&1961 

MILITARY ASSISTANCE (Promamel 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non-M.A.P. Military Assistance....... 

ASSISTANCE FROM INTIL ACrENCUS 
IJ3RD - World Bank ................... 
International Finance Corp. ......... 
Inter-American Develop. Bank ........ 
UNTech. heist.-CY ending inFY .... 
UN Special Fund ..................... 

........... smo-SOYLET HGOC ASSISTANCE 

U.S. D O W  LOAN REPAYMENTS 
S P  and P.L. 480  ban^ .............. 
wort-Import a n k  .................. 
Other Government barn .............. 

July-Dec. 1961. 
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THF, ALLIANCE FOR PROGRESS I N  NICARAGUA 

Nicaragua, the l a rges t  of the Central American republics, i s  
about the s i ze  of Michigan with a population of approximately 
1,500,000. 

The following s ignif icant  s t a t i s t i c s ,  with comparisons t o  the 
United Sta tes ,  t e l l  pa r t  of the story: 

Nicaragua United S ta tes  

Per cap i t a  GNF $209 $2,800 
Calories per day per capi ta  1,985 3,220 
Infant mortali ty (deaths p r io r  t o  

age one per 1,000 l i v e  b i r t h s )  (1959) 64 26 
Life expectancy 50 70 yrs .  
Literacy 40 $ 98 k 
Rate of population growth 1 .7  k 
Cost of l iv ing  index (1953=100) 116 3 . 7 k  112 

The elected president, Luis Somoza, i s  a rnmqer of tnc: fa i l y  
which has ruled Nicaragua with an iron hand for  the past  30 years. 
However, since the assassination of h i s  fa ther ,  President Somoza 
has allowed progressively greater  democratic conditions, and there 
is now a re la t ive ly  f r e e  press and many po l i t i ca l  ex i l es  have been 
permitted t o  return.  The most pressing problem now facing the 
country i s  whether o r  not a successful t ransi t ion from a t r a d i -  
t iona l  Latin American dic ta torship  t o  a more representative gwern- 
ment can be achieved. The administration i s  comi t t ed  t o  f r e e  
e lec t ions  i n  February 1963, and i s  allowing considerable freedom 
t o  campaign t o  all except Communists. Members of tk Somoza 
family a r e  const i tu t ional ly  excluded from being candidates i n  the 
1963 elect ions .  Thirty years of dictatorship have divided the  
country deeply. The int ransigent  a t t i t u d e  of t h i s  conservative 
opposition i s  i l l u s t r a t e d  by the frequent border incursions which 

have attempted t o  overthrow the present somewhat more moaerate 
regime. A s  recently as April ,  1961, a major armed invasion 
occurred. 

The economy of the country i s  characterized by a vas t  d i spar i ty  
i n  the d i s t r ibu t ion  of wealth. About 5% of the population owns 
almost half  of the avai lable  land i n  a country whose major 
source of income i s  agr icul ture .  Outside of the  s i x  main 
c i t i e s ,  the r u r a l  population has no potable water supplies.  
About 15% of the en t i re  population has ac t ive  tuberculosis.  
Approximately & of the population has i n t e s t i n a l  pa ras i t i c  in -  
fect ion.  Eighty-five percent of Nicaraguans do not have even 
minimal sani ta t ion f a c i l i t i e s .  The f i r s t  general hospi ta l  i n  
Nicaragua was not opened u n t i l  December, ig6 i .  

The most recent and accurate educational survey indicates  t h a t  
about 60$ of the Nicaraguan people a re  i l l i t e r a t e .  Sixty per- 
cent of ,school  age children a r e  unable t o  a t tend school. Only 
7% of the school children reach the four th  grade. 

Nicaragua i s  primarily agr icul tural ,  the main crops being coffee 
and cotton. Industr ia l  pursui ts  represent only 2 6  of Gross 
National P r d u c t  (GNP), but a slow continual r i s e  i s  indicated. 
Ef fo r t s  made by the Government of Nicaragua (CON) t o  divers i fy  
i ts  agr icu l tu ra l  production have lessened a downward trend i n  
agr icu l tu ra l  incame which became evident during the late 1950's. 
Limited resources and debt servicing on substant ia l  amounts i n  
foreign loans,  however, have permitted l i t t l e  more than mainte- 
nance of the  s t a tus  quo. 



Nicaragua, t he  l a r g e s t  of t h e  Cent ra l  American republ ics ,  is  
about t he  s i z e  of Michigan wiLh a p o p u l a t i o ~ ~  01' approximately 
1 , ~ 0 0 , 0 0 0 .  The uncierdeveloped charac ter  of  he country is  
evidenced by a per c a p i ~ a  GNF of about $209. 

Country Background 

Confusion i n  plannine;' and l ack  of c l e a r  goals  have been recog- 
nized by the  GON a s  m ~ j o r  impediments t o  development. While a 
National Planning Office was crea ted  i n  1961, e f f e c t i v e  na t iona l  
development planning has not  been r ea l i zed  i n  t he  sho r t  time the  
o f f i c e  has been i n  operat ion.  A s  a r e s u l t ,  t he  h ighes t  p r i o r i t i e s  
f o r  use of Nicaragua's l im i t ed  resources a r e  not  i d e n t i f i e d  and 
development programs which a r e  i n i t i a t e d  a r e  unbalanced o r  de- 
f i c i e n t .  Not only i s  it important t h a t  e f f e c t i v e  planning be 
done, bu t  Nicaragua's  membership i n  t h e  Cent ra l  American Common 
Market a l s o  neces s i t a t e s  long-range development and economic 
planning. 

The average l i f e  expectancy i n  Nicaragua i s  50 years,  and the  
i n f a n t  mor t a l i t y  r a t e  i s  64 pe r  thousand l i v e  b i r t h s .  In  
December of 1961, :'icararwa's f i r s t  genera l  h o s p i t a l  was opened; 
it brought t he  t o t a l  na t iona l  hosp i t a l  f a c i l i t i e s  t o  3,000 beds. 
Butthere s t i l l  i s  only one hosp i t a l  bed pe r  520 people. 

Nicaragua i s  pr imar i ly  a g r i c u l t u r a l ,  t he  main crops being coffee  
and cot ton .  I n d u s t r i a l  p u r s u i t s  represent  only 2@ of GNP, but  
a slow continuing r i s e  i s  indica ted .  E f f o r t s  made by the  GON t o  
d i v e r s i f y  i t s  a g r i c u l t u r a l  production have lessened a downward 
t rend i n  a g r i c u l t u r a l  income which became evident  during the  l a t e  
1950 's .  Limited resources and debt  s e rv i c ing  on s u b s t a n t i a l  
amounts i n  fo re ign  loans ,  however, have permitted l i t t l e  more 
than  maintenance of t he  s t a t u s  quo. 

Se l f  -Help Measures 

Nicaraguan Government recogni t ion  t h a t  i t s  development p lans  must 
be b e t t e r  administered and i t s  many economic and s o c i a l  imbalances 
correc ted  was evidenced by i t s  establishment of t he  National 
Planning Office i n  July of 1961 wi th  minis t ry  s t a t u s .  

I n  September, 1961 a f t e r  ex tens ive  prepara t ion  and consul ta t ion  
wi th  many p o l i t i c a l  f a c t i o n s  i n  Nicaragua, an agrar ian  reform law 
was submitted t o  t h e  Congress. Because of t h i s  preparat ion,  t he  
adminis t ra t ion  expects  it w i l l  be passed t h i s  year .  Under t he  
law an ag ra r i an  i n s t i t u t e  would be es tabl i shed ,  and a s l i d i n g  
s c a l e  of land t axes  would be imposed -- t h e  h ighes t  r a t e  being on 
unused land .  A s  a g r i c u l t u r a l  land has been untaxed t o  da te ,  t h e  

PRIOR and CURRENT PROGRAMS 
Grants (Millions of Dollars) 

t -------------- Alllance for Rogress 
g ~ h r o u q h  Fab 28,1962 

PROPOSED PROGRAM 
(Millions of Dollars) 

law i s  expected t o  r e s u l t  i n  increased revenues of approximately 
$1 mill ion i n  the  f i r s t  year and more t h e r e a f t e r .  

U.S. Assistance St ra tegy 

The All iance f o r  Progress w i l l  concentrate i n  t he  near f u t u r e  
upon a s s i s t i n g  those p r o j e c t s  and programs which w i l l  provide 
the  g rea t e s t  bene f i t s  d i r e c t l y  t o  t h e  Nicaraguan people. The 
U.S. ass is tance  e f f o r t s  w i l l  be mainly focused upon the  c r i t i c a l  
f i e l d s  of education, hea l th ,  ag r i cu l tu re ,  and housing. Thus the  
ass is tance  program i n  t he  sho r t  run w i l l  no t  only a s s i s t  i n  t h e  
development of t h e  bas ic  f a c i l i t i e s  and se rv i ces  needed by t h e  
mass of people, but  a l s o  w i l l  be i d e n t i f i e d  wi th  t he  common 
people. In addi t ion ,  during t h e  near fu tu re ,  t he  All iance f o r  
Progress w i l l  continue t o  provide t echn ica l  a s s i s t ance  t o  a s s i s t  
i n  t he  preparat ion of t he  na t iona l  development p lan  and o ther  
planning i n  f i e l d s  which w i l l  provide a b a s i s  f o r  development 
a c t i v i t i e s  having a d i r e c t  impact upon t h e  people. 

If the  Nicaraguan Government moves forward i n  t h e  f i e l d s  of 
s o c i a l  progress and se l f -he lp  ac t ions  ca l l ed  f o r  i n  t he  Act of 
Bogota and t h e  Charter of Punta d e l  Este,  we w i l l  be prepared t o  
commit addi t ional  amounts of development a s s i s t ance  i n  t h e  
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c r i t i c a l  f i e l d  of soc ia l  development. The United Sta tes  w i l l  
pa r t i cu la r ly  encourage Nicaraguan e f f o r t s  i n  the f i e l d s  where 
prngr,ress is I ~ z z P ? + ~ ~  -PPAPC! - -  ROT! ml  t x ~ a 1  and tau rcifnm; edu- 
cation, public health, .and regional integration -- but w i l l  take 
i n t o  account the f a c t  t h a t  the successful t ransi t ion from 
author i tar ian regime t o  a democratically based government i s  of 
paramount importance i n  the near future .  Alliance fo r  Progress 
ass is tance w i l l  a l s o  encourage Nicaraguan e f f o r t s  t o  obtain 
external ass is tance from pr ivate  and other public services.  

The internat ional  ins t i tu t ions  which provide planning assistance 
t o  the National Planning Office a re  t o  do so on a coordinated 
bas i s  a s  they w i l l  f o r  a l l  Central American countries. It i s  the 
U.S. in tent ion t o  give immediate assistance in  census and 
cadast ra l  work because they a re  recognized as the basic tools  f o r  
a l l  fu tu re  planning i n  Nicaragua. Encouragement and assistance 
w i l l  be given by the United S ta tes  t o  those sectors in  the 
national plan which a re  pa r t i cu la r ly  weak. For example, a s s i s t -  
ance i n  c a p i t a l  formation techniques such a s  mutual funds and 
cooperatives is  planned f o r  the low income sector. 

Proposed AID Progrem f o r  FY 1963 

A s  s teps  toward the goals of U.S. a id  contained in  the preceding 
section, the  following should be carried out in FY 1963 i n  
Nicaragua : 

Development Grants 

fn support of over-all and sector  planning a c t i v i t i e s  in- 
cluding tax and administrative reform, and a manpower 
survey . 
To a s s i s t  in  the implementation of the 10-year education 
plan. 

To continue the malaria eradication program. 

To start an aided sel f -help  r u r a l  water supply program. 

To s t a r t  a health center and l a t r i n e  program. 

To f i n i s h  the Rio Coco emergency health program. 

To support the Nicaraguan indus t r i a l  productivity 
organization. 

Development Loans. A Development Loan request of $3.5 mill ion f o r  
extension of the Managua a i rpor t  t o  accommodate j e t  a i r c r a f t  w i l l  
be considered i n  FY &3. The GON is  presently completing the 
necessary engineering studies.  

Obligations and Codtments  FY FY FY 
(mill ions of & l l a r s  & dol lar  equiv.) 1946-1961 1961 1962 

7 . ACENCY MR INTVL DEVELOPMENT - TOTAL.. 

Alliance for  Progress: ........... Loane (DLF pr ior  to 1962) 
I.D.B. R u s t  Fund Loans............ ........ Grants (T.c. pr ior  t o  1961). 

Supporting A~&.(DS/SA pr ior  to 1961) 
Other=  Economic................... 

FOOD FOR PEACE (P.L. 4801 ................ T i t l e  I, Country Uses .................. (Sales Agreement s)  
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

EX-IM BANK LOGTERM LOANS. . . . . 
OTHEX U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTAKE (Prop;ramsl 
. H.A.P. Grant Aid................... 

H.A.P. - Credit Assistance.. ......... 
Non-M.A.P. U t a r y  Assistance....... 

ASSISTAKE FROM 1N'l"L AGEKIES ..... IBFUI - World Bank............... 
Inter-American Develop. Bank ........ .... LJN Tech. Assist.-CY ending i n  FY 

.......... CEER FREE WORLD ASSISTANCE 

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

U.S. DOLLAR LOAN REPAYMENT............ 
MSP & P.L. 480 I.Dans .T ............. ................. Export-Import Bank 
Other Government Loans..........,... 

July-Deceniber 1961 

* Less than $50,000 
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Area ................ 1000 sq.mi. 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

..... $I of Total Area 

.......... Per Capita 

?OWEX PER CAPITA ...... 

?DUCATION 

Literacy Rate ....... 
Pupils as  $ of Pop . 

(Prim . & ~ e c  . ) ..... 
Pupils per Teacher 

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

lWUTH 

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

Mil . 
P 

No . 

P 
Acres 

~ / y r  

P 

P 

No . 

Yrs . 
No . 

XXX 

XXX 

2.4 

40 

25 

2-  5 

80 

3 5 

9 

38 

40 

7. 000 

GROSS NATIONAL PRODUCT * 
Total GNP (in 1960 Prices) ............... 
Per Capita GNP ........................... ............. Investment as  Percent of GNP 

. ....... AGRICULTURAL PRODUCTION INDEX T6AL 
Index Per Capita ......................... 
Corn ..................................... 

............. COST OF LIVING INDEX (Managua) 

FOREIGN TRADE ................... m t a l  Exports (f .o. b. ) 
Cotton .................................. . . ................... Total Imports (c i f .  ) ....................... Trade Balance 

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

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

Trade Balance .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

Unit 

$ Millions 
Dollars 
Percent 

1952-54=100 
11 

1. 000 m 

Mill . KWH 
1953=100 

$ Millions 
I t  .. .. 

$ Millions 
I1 .. 
.. 

CENTRAL GOVERNMENT FINANCES * FY ending June 30 

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

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

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants & Loans) .... 
Remaining Deficit  ( - )  or Surplus (+) .............. 

+ . Converted a t  7 Cordobas per U.S. $ . 

11 4 

Calendar Years 

1959 1960 1961 Est  . 

- M i l l i o n  Dollar Equivalents . 

1959 1961 (Bud) 1962 (Bud) - .. 
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b , " 2  .ul*-ly THE ALLIANCE FOR PROGRESS I N  PANAMA - 
Panama is  an isthmus connecting the  continents of North and South 
America, with a population of 1.1 mi l l ion  and an a rea  of 25,100 
squnre m i  1 e n ,  fil i phtl y smal ler  than the  Sta te  of South Carolina. 

S ign i f i can t  s t a t i s t i c s ,  with comparisons t o  the United S ta t e s ,  
t e l l  p a r t  of t h e  s tory:  

Panama United S ta t e s  

Per  cap i t a  GNP $ 410 $2,800 
Calor ies  per day per  cap i t a  2,370 3,220 
In fan t  mor t a l i t y  (deaths p r i o r  t o  
age one per 1,000 l i v e  b i r t h s )  
(1958) 57 26 

L i fe  expectancy 62 yrs. 70 y r s .  
Li teracy  70k 984 
Rate of population growth 3 . 6  1.74 
Cost of l i v i n g  index (1953=100) 99 112 

The Panama Canal is  the  bas i s  f o r  t he  unique r e l a t ionsh ip  between 
Panema and the  United S ta t e s  and i s  the  dominant f ea tu re  of t he  
p o l i t i c a l  and econmic  l i f e  of Panama. Since 1904, Panama's 
bas i c  p o l i t i c a l  objective has been t o  erode U.S. t r e a t y  r i g h t s  i n  
order  t o  extend i t s  ju r i sd i c t ion  over t h e  Canal Zone. I n  the  
economic sphere, i t s  major purpose has been t o  seek add i t iona l  
b e n e f i t s ,  e i t h e r  d i r e c t l y  from opera t ing  rece ip ts  of t he  Canal o r  
i n d i r e c t l y  through g rea t e r  income earned by Panamanians working 
i,n o r  doing business with the  Canal Zone. 

The over-riding i n t e r e s t  of t he  United Sta tes  i n  Panama r e l a t e s  
t o  the  opera t ion  and defense of the  Canal and t o  the  development 
of a favorable climate f o r  re-negotiat ion of Canal Treaty r i g h t s ,  
should t h i s  be undertaken. The objec t ive  of t he  United S ta t e s  i n  
Panama i s  t o  promote the  strengthening of democratic i n s t i t u t i o n s  
and f r i end ly  r e l a t i o n s  through the  support of economic and s o c i a l  
developnent programs. 

The Chiari  Government took off'ice i n  October 1560, supported by 
about 40$ of t he  e l e c t o r a t e .  It has depended upon t h e  support of  
8 r s t h e r  loose p o l i t i c a l  c o a l i t i o n .  Chiari  appesrs te he cn-~? t tng  
heavi ly  on U.S. concessions i n  hoped-for t r e a t y  negotiat ions con- 
cerning the  Canal. He hopes such concessions w i l l  b o l s t e r  h i s  
own p o l i t i c a l  pos i t ion  and w i l l  a l s o  provide add i t iona l  revenues 
needed t o  f inance Panama's cont r ibut ion  t o  t h e  All iance f o r  
Progress. 

Economic.growth i n  Panama has been good i n  recent  years .  Its 
Gross National Product (GNF') has r i s e n  a t  an average r a t e  of 5.44 
annually s ince  1951, o r  a t  an annual increment of 2.64 on a per 
cap i t a  bas i s .  Such growth has been due l a r g e l y  t o  p r iva t e  inves t -  
ment, income from t h e  Canal Zone, and expanding t o u r i s t  t r ade .  
The average per cap i t a  GNF' is $410. 

Growth has, however, been uneven. Two-thirds of t h e  population, 
including most of the  farmers, have benef i ted  very l i t t l e .  P i f ty -  
f i v e  percent of t he  workers i n  Panama a r e  i n  ag r i cu l tu re  and 
receive but  254 of t he  na t ional  income. The average per cap i t a  
income of the  r u r a l  population is  about $80 per year.  Thi r ty  
percent  of t he  population i s  i l l i t e r a t e ,  and 30$ of t he  chi ldren  
of school age do not have f a c i l i t i e s  f o r  schooling. Infant  
mor t a l i t y  i s  57 per 1,000 l i v e  b i r t h s .  Average l i f e  expectancy 
is 62 years .  There i s  only one modern hosp i t a l  i n  t h e  country. 
Two-thirds of t he  population l i v e  i n  substandard housing. 

Self-Help Measures 

I n  October 1960, the  government es tabl i shed an Agr icul tura l  
Credit  Bank. In December 1960, t he  Panamanian Government r a i sed  
income t a x  r a t e s  t o  b r ing  i n  add i t iona l  annual revenue of $4-$5 
mi l l ion .  In  l a t e  1960 a na t iona l  planning o f f i c e  was es tabl i shed 
under the  Presidency, and i n  May 1961 a f ive-year  investment pro- 
gram based on sec to ra l  planning was completed. An Investment 
Guaranty Agreement with the  United S ta t e s  was r a t i f i e d , i n  January 
1962, and is expected t o  f u r t h e r  improve the  a l ready favorable 
cl imate f o r  fore ign  p r iva t e  investment. 



Panama i s  an isthmus connecting t h e  continents of North and South 
America, with a population of 1.1 mi l l ion  and an a rea  29,100 
square miles, s l i g h t l y  smaller  than the  S t a t e  of South Carolina. 

Country Background 

P o l i t i c a l  and Economic S i tua t ion .  The present  Government lacks 
broad majori ty support, and President Chiari  draws h i s  support 
from a number of loose ly  joined p o l i t i c a l  forces .  His administra-  
t i o n  publ ic ly  endorses the  All iance f o r  Progress and can be 
expected t o  provide the  country with p o l i t i c a l  s t a b i l i t y ,  i f  
progress can be demonstrated with i t s  f ive-year economic develop- 
ment program. 

Although the re  is an abundance of good a g r i c u l t u r a l  lands, Panama 
is not s e l f - s u f f i c i e n t  i n  the  production of foodstuffs .  I f  prop- 
e r l y  used, the  land and human resources po ten t i a l  e x i s t  t o  increase 
t h e  production of bas ic  food crops and meet i ts  domestic require-  
ments by 1467. 

It i s  est imated t h a t  30$ of t he  school-age chi ldren  of Panama do 
not  a t t end  school, pr imar i ly  because of l ack  of f a c i l i t i e s .  
Panama has a univers i ty ,  but  it does not produce qua l i f i ed  gradu- 
a t e s  needed i n  such f i e l d s  a s  ag r i cu l tu re  and public administrat ion.  

The present  ca l ibe r  of personnel i n  the  publ ic  serv ice  i s  poor. 
Without a comprehensive merit  personnel system, payoffs, g r a f t  
and po l j  t i c a l  aggrandizement f requent ly  determine government 
ac t ions  . 
Of the  353,000 people i n  Panama City,  one-fourth l i v e  i n  slums. 
Approximately 23,000 l i v e  a s  squa t t e r s  with only the  most primi- 
t i v e  s a n i t a t i o n  f a c i l i t i e s .  

Se l f  -Help and Socia l  Reform. 

The p r inc ipa l  s e l f -he lp  s t eps  taken by Panama thus f a r  a r e  i n  the  
a reas  of t axa t ion  and planning. I n  December 1960 income t a x  r a t e s  
were r a i sed .  This w i l l  increase revenues from $4 t o  $5 mi l l i on  
i n  each of the  years 1961 and 1962. In  Majr 1961, the new Bureau 
of Planning and Administration, es tabl i shed i n  t h e  Pres ident ' s  
o f f i ce ,  developed a f ive-year  s e c t o r a l  investment plan which 
emphasizes agrar ian  reform, publ ic  heal th ,  housing, road and 
school construction,  and e l e c t r i f i c a t i o n .  A comprehensive long- 
range country plan has not been produced ye t .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I -------.Alliance for Proqms --------- 

PROPOSED PROGRAM 
I (Millions of Dollars) 

U.S. Assistance S t r a t e q  

The Agency f o r  In t e rna t iona l  Development (AID) s t r a t egy  emphasizes 
encouragement of t he  preparation of an ove r -a l l  long-range devel- 
opment plan, with adequate p r i o r i t i e s ,  t o  serve a s  a guide f o r  
investment. Such a plan should give p r i o r i t y  t o  the  development 
of the i n t e r i o r  provinces and t o  the  lessening of Panama's 
dependence on income generated by the  Canal operation.  Unt i l  
such a plan i s  perfected,  we a re  supporting those projec ts  with- 
i n  Panama's present  s e c t o r a l  p lans  which w i l l  have the g rea t e s t  
impact on low-income groups. FXamples a r e  schools,  hea l th  
centers ,  and se l f -he lp  housing. In  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 i c  resources and s tud ie s  
required f o r  development planning. 

A t  the  same time, an immediate U.S. objec t ive  i s  t o  encourage the  
adoption of f u r t h e r  s e l f - h e l p  measures and reforms which Panama 
requi res  f o r  the  e f f e c t i v e  use of i t s  own resources.  It m u s t  be 
recognized t h a t  t he  s p e c i a l  circumstances crea ted  by the  Canal 
and the  over-riding i n t e r e s t  both  of the  United S ta t e s  and Panama 
i s  the  Canal w i l l  be s i g n i f i c a n t  f ac to r s  i n  condit ioning the 
progress of s e l f -he lp  and reform measures. 
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Calendar Years 

1960 1961 Est.  

400 418 445 
389 3 96 410 
15 17 n.a. 

12 4 12 3 12 7 
104 loo 102 
119 114 11R 

242 2 60 2 97 

99 99 n.a. 

BASIC DATA U n i t  

$ Millions 
Dollars 
Percent 

GROGS NATICNAL PRODUCT * ............... Total  GNF (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNF ............. 

AVERAGE 

lREA & POPULATION 

Area ................ 1000 sq.mi. 29.1 xxx AGRICULTURAL PRODUCTION INDEX - TOTAL.. . . . . .  
Index Per Capita .......................... .............................. Rice, rough Population (1961) ... 

..... Annual Growth 

Density per sq.mi. 

1.1 XXX 

3.0 2.4 

37 40 

M i l .  

Z 
No. 

Z 
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K W H / Y ~  

Z 

Z 

No. 

Yrs. 

No. 

.................. ELECTRIC P(kTER PRODUCI'ION M i l l .  KWH 

......... COST OF LIVING INDEX (panama c i t y )  Dec .1953=100 

FOREIGN  TRADE^ 
Total  E q o r t s  (f  .o. b. ) ................... $ Millions 
Bananas (Fxcl. c.F.2 ) ................... II 

'Total  Imports (c . i . f . )  ................... PI 

Trade Balance 11 ....................... 

ERICULTURAL LAND 

..... $ of Total  Area 

.......... Per Capita 
Trade with United S ta tes  (Ikcl. C.F.Z.) ............ Exports t o  U.S. (f  . o. b.  ) $ Millions 

Imports from U.S. (f.0.b.) ,I .......... 
Trade Balance .................. I# 

?OWE3 PER CAPITA ...... 

GOLD & FOREIGN EXCHANGE (end of year) ...... II 

( ~ e p o s i t  Money h n k s )  
DUCAT I O N  

....... Literacy Rate 

Pupils a s  $ of Pop. 
(Prim. & Sec. ) ..... 

Pupils per  Teacher 
(Prim. only) ....... 

-Million Dollar Equivalents - 

C E T i T M L  GOVERNMENT FINANCES * FY ending Dec. 31 

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

............................ ( C a p ~ t a l  Outlays) 

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

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

Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants & ~ o a n s )  .... 

.............. Remaining Def ic i t  ( - )  o r  Surplus (+) 

+ - Converted a t  1. Balboa per U. S. $. 
a - inciudes Uolm Free Zone. 
b - Revised. 



We ant ic ipate  t h a t  when Panama recasts  i t s  long-term development 
plan i n  a comprehensive framework, additional projects w i l l  be- 
come e l i g i b l e  fo r  developnent lending. This should permit a 
constant reduction of the grant component of our assistance i n  
favor of loans. 

Proposed A I D  Program f o r  FY 1963 

The F'Y 1963 program must be viewed i n  the l i g h t  of the  assistance 
made available t o  Panama in  FY 1962. In  t h a t  year Panama received 
a specia l  grant of $9.9 mill ion designed t o  give an i n i t i a l  
impetus t o  a number of projects  included i n  key sectors of Panama's 
five-year investment program. 

Because of the substant ia l  assistance already made available t o  
Panama it i s  proposed t o  reduce the F'Y 1963 grant program a s  
compared t o  FY 1962 and t o  concentrate on a few key socia l  impact 
projects  i n  the f i e l d s  of education, health and housing and t o  
support a t  the same time programs t o  stimulate agr icul tural  pro- 
duction and improve government management. An important develop- 
ment loan contemplated f o r  F'Y 1963 would finance construction of 
a road i n  Cocle de l  Norte Province t o  open up a large and 
po ten t i a l ly  productive agr icul tural  area f o r  settlement. 

Accomplishments and Changes 

Five experimental uni ts  have been established i n  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 in four 
communities were organized t o  put more than 1,000 acres of land 
under i r r iga t ion .  

The United Sta tes  has ass i s t ed  i n  es tabl ishing a School of Agri- 
cul ture  i n  the University from which the f i r s t  c lass  of 14 w i l l  
graduate i n  1963. There are  now 72 students enrolled i n  t h i s  
school. 

As an adjunct t o  increased farm production, a dual-purpose proj-  
ec t  provides on-the-job t r a in ing  f o r  road construction equipment 
operators and maintenance men while building farm-to-market 
roads. Providing i so la ted  farmers access t o  markets has encour- 
aged 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 or  are  i n  t r a 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 all children t o  
receive a minimum of s i x  years schooling, i e  under way. An aided 
sel f -help  program t o  which the l o c a l  cammunities are  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 t ed .  

During the past  year, a jo int  project  by A I D  and the Government 
of Panama constructed and equipped 82 schoolrooms i n  17 rural 
communities. In addition, new buildings and equipment or  expan- 
sions of exis t ing f a c i l i t i e s  have been completed f o r  s i x  voca- 
t iona l  and indus t r i a l  a r t s  schools. 

A se l f -help  housing project  conducted joint ly  by the Panama 
Housing Ins t i tu te  and A I D  has established a pat tern  fo r  s imilar  
housing projects.  Nineteen home owners have completed construc- 
t i o n  of t h e i r  own houses and 40 addi t ional  costing $1,800 each 
are  almost finished. 



FINANCIAL DATA 
Count-yr PANAMA 

Obligations and Commitment a FY 
( m i l l i o n s  of d o l l a r s  L d o l l a r  equiv.) 1 (1;-61) 1 1t;l 1 1962 
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All iance  f o r  Progress: ......... Loans (DLF p r io r  t o  1962). 
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Other MSP Economic................... 
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T i t l e  111 ............................ 
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M.A.P. - Credit Assistance........... 
Non-M.A.P. W i t a r y  Assistance.. ..... 
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SINGSOVIE2 BLOC ASSISTANCE .......... 
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IUJANCE FOR PROGRESS I N  PARAGUAY 

Paraguay i s  just now moving into the 20th century. 

This smiL1, s&-tropical, Land-locked country has never k n m  
poli t ical  s tabi l i ty  or democracy. The present regime of 
General Alfredo Stroesener - about the 40th since lgOO - came 
t o  power i n  a rigged election in 1954. It rests on a coalition 
of the Amy and the conservative Colorado Party. It governs by 
m e ~ e  of an authoritarian constitution, a continuous s ta te  of 
seige, and strong-arm metho&. It has provoked opposition 
parties into boycotting all elections, and into plotting in- 
cessantly t o  overthrow it. Y e t  there are four factors i n  i t s  
favor. First,  it has given the Paraguayan people the longest 
period of peace (seven years) they have enjoyed in th is  century. 
Second, it has bound Paraguay inextricably to the United States 
and the West. Third, it has prevented significant Communist- 
Cmtroist penetration. Finally, it i s  preparing t o  damo- 
cratize Faraguay, step by step. The regime i s  planning t o  hold 
uhoUy free national elections in  February, 1963; urging 
opposition parties t o  participate responsibly i n  them; pLsnning 
a gradual l i f t ing  of the state of seige so as t o  restore c iv i l  
rights, and considering amnesty for p o U i c a l  exiles. 

We foresee no complete democracy in  Paraguay for  many years, 
but we see the opportunity t o  begin moving toward it i n  the 
next elections. 

Siepificant stat ist ics,  w i t h  comparisons to  the United States, 
are as follows: 

Paraguay Unitedstates 

Per capita GNP 
Calories per day per capita 

$114 $ 2 W  
2, 335 3220 

Infant mortality (deaths prior t o  
age one per 1,000 l ive births) 62 56 

Life expectancy 45 ye=- 
Literacy 
Fiate of population gmwth 

w 
2.w 

%%ye- 
1.75 

Cost of living index (1953=100) 333 U.2 

Econcmdcally the country i s  primitive and poor. Population 
@h (2.6$j persistently exceeds growth of productivity. 
Per capita national income i s  no more than $114. The main n- 
sources are land and timber. Industrialization i s  rudimentary, 
the financial and credit structure i n  i t s  infancy. There are 
only U.9 miles of paved roads. Only the capital ci ty has a 
waterworks. Agricultural production i s  organized on a fsmily 
h i s ,  w i t h  l a w  and stagnating yields. Trade unionism i s  

virtually non-existent. 

As of December 31, 1961, exchange reserves stood a t  less than 
$3 million; the chronic deficit on trade account persisted 
($5 million), and the cost of living had risen M. Clearly, 
despite the regime's adherence t o  the International Mnetary 
Fund (IMF)-sponsored stabilization program begun i n  1957, and 
despite i t s  efforts t o  acquire a minimum over-head capital 
stock, Paraguay's economy remains near the subsistence level. 

SocialJy, Faragmy i s  almost feudal. Items: 1% of the 
students who enter the f i r s t  grade finish the twelfth; probably 
a third of the population has never worn shoes, and lives i n  
thatched cabins; l a w  i s  largely administered by landownere, 
not in  the courts; and the concept of s ta te  care for the aged, 
the sick and the unemployed i s  brand new in Paraguay. 

Self-Help and Reform Measures 

Since the Act of Bogota the are becoming increas- 
ingly a w e  of the need for social reform, and of the need for 
self-help t o  obtain it. In 1961, the Government of Paragusy 
ini t iated pnparations to: contribute t o  a rural school con- 
struction program t o  bt financed by the Agency for International 
Development (AID), establish a Secretariat for  Social and 
E c o n ~ c  Planning, make a survey of the nation's housing re- 
quirements thxough a newly-formed Housing Institute, grant 
t i t l e s  t o  land t o  squatters uho are cultivating the land, seek 
technical assistance for tax reform, and establish credit 
fac i l i t ies  for small-scale agt5cultural producers through a 
newly-fonaed National Developo~ent Bank. 



This small, semi-tropical, Land-locked country i s  jus t  now mov- 
ing i n t o  t h e  XZth century. Pol i t ical ly ,  it has never known 
s t a b i l i t y  o r  democracy. It has a t rad i t ion  of personalistic,  
authori tar ian regimes s imilar  t o  t h e  present one, which came i n t o  
power i n  1954. Economically, it i s  primitive and poor with one 
of t h e  lowest per capi ta  incomes on the continent ($ILL). 
Soci8J.l~. it i s  feudal. Probably not more than half of the  
populati& wears shoes, finfshes-primary school, o r  can count 
on l i v i n g  for ty-f ive years. 

Clearly, the  Paraguayan form of government i s  a negation of the  
principles of t h e  Alliance f o r  Progress. Yet Paraguay holds 
our i n t e r e s t  f o r  th ree  reasons. F i r s t ,  over the  years it has 
unequivocally supported our positions on all in ternat ional  and 
hemispheric issues. Second, i t s  people badly need external  
help i f  they a r e  t o  advance beyond a subsistence existence. 
Third, t h e  present re- shows evidence of s incer i ty  i n  bring- 
ing democracy and socio-economic reforms t o  Paraguay, s tep by 
step. 

Country Background 

I n  February 1963, Paraguay will hold national elections.  The 
present stroneplan regime, which has given the  people a longer 
period of peace (seven years) than they have known i n  t h i s  
century, seems incl ined t o  share our judgment that the  elec- 
t ions  a r e  t h e  p o l i t i c a l  point of no re turn f o r  Paraguay. If, 
as  i n  the  past, they a r e  rigged, boycotted by opposition 
par t ies ,  and conducted i n  an atmosphere i n  which c i v i l  r igh t s  
a r e  denied, then Paraguay w i l l  l i k e l y  remain an authori tar ian 
s ta te ,  under Stroessner and other strongnen, f o r  a long time 
t o  come. A t  t h i s  writing, t h e  regime i s  planning t o  permit 
f r e e  elections with opposition party participation; @ ; r ~ t  
amnesty f o r  p o l i t i c a l  exiles,  and gradually l i f t  the  long- 
standing s t a t e  of seige so as  t o  res tore  c i v i l  r ights .  Our 
diplomatic representatives i n  Paraguay a re  pers i s ten t ly  going 
as  f a r  as they can, without provoking Paraguayan charges of 
"intervention," t o  push t h e  regime in to  moving swiftly,  and by 
stages, toward democracy. 

The move toward democracy i s  hamstrung, harever, by the  prim- 
i t i v e  nature of t h e  wholly pastoral  econoqr. S o i l  and timber 
a re  the  country's main resources. Industr ia l izat ion i s  
rudimentary. The f inancial  and c red i t  s t ructure  i s  i n  i t s  
infancy, and the  econoqy i s  only p a r t i a l l y  monetized. There 
are  only 119 miles of paved roads; only the  cap i ta l  c i t y  has a 
waterworks; a t  l e a s t  hall" the  country has no e lec t r i c i ty ;  and 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollors) 

PROPOSED PROGRAM 
(Millions of Dol lors) 

the  only telephonic c o d c a t i o n  abroad i s  t o  nei&boring 
Argentina. The popuht ion keeps growing (2.G annually) 
while productivity remains stagnant a t  a low level.  Deficits 
on trade account a re  chronic (1361: $5 million). The high 
export and import taxes, which together provide 30:i of public 
revenue, make Paraguay's exports non-competitive i n  the  world 
market, and make Fmports of items required t o  r a i s e  pro- 
ductivity ( f e r t i l i z e r s  and seeds) prohibitive i n  price. I n  
1960 exchange reserves were all but exhausted ($.5 million),  
and rose t o  about $3 million i n  1961 only by chance. Last 
year the cost of l iv ing  increased roughly *J. The br ightest  
spot i n  t h i s  dismal economic picture  i s  tha t  an IMF-sponsored 
s tabi l izat ion program inaugurated i n  1957 has prevented 
domestic currency fluctuations and brought the  central  budget 
i n t o  balance. 

Self-Help and Refom Measures 

Since the Act of Bogota the  Paraguayans have taken what i s ,  
fo r  them, a giant s tep forward: they have become aware, f o r  
the  f i r s t  time, of the  need f o r  socio-economic reform, and 
of the  need f o r  self-help t o  obtain it. The awareness has 
produced these resu l t s :  



Country: p- 

In A p r i l  1961, the Governmnt reduced a p o r t  taxes 
by h-1/2& i n  sn e f l o r t  t o  expand output and exports. 

In July, a I s w  xas. approved which g m  vamn all civi l  
r i a t s .  

In September, the Government requested technical as- 
sistance for a thorough overhaul of the tax structure. 

On November 4, the Governmmt agreed t o  continue for  
another yesr the IMF-sponsored stabilization program. 

On November 20, the Government established a National 
Development Bank t o  provide supervised credit for 
small agricultural producers, and established a 5$ 
import surcharge to  provide capital funds for the 
BaPk. 

In November, the Government drafted a Decree estab- 
lishing a Social and Economic PLanning C d s s i o n ,  
t o  function in the Presidency where a l l  effective 
poli t ical  panr resides. 

In early November, a Decree was promu&ated which 
established a four-msn "ratchdog" C d s s i o n  i n  the 
Custom, when graft and evasion hrve been rife. As 
a result  Custamre revenues rose 209 i n  November. 

On Febrvsry 6, 1962, the Government established a 
Paraguayan Haueing Institute, t o  survey the nation's 
homing needs. 

Although Land redistribution does not present a major problem 
i n  Parsguay, when free Land i s  abundant, the Government has 
established an Inst i tute of Agrarian Reform desieped p r b i r i l y  
t o  grant s w t t e r s  t i t l e  t o  thei r  Lands. 

U.S. Assistance Strategy 

We cannot candidly say what the future type, size, and direc- 
tion of U.S. assistance wl l l  be. It depends upon what the 
Paraguayans prove wllling to do for themselves, and haw fa r  
they prove willing t o  go wlth the introduction and operation 
of demcratic institutions. We are now trylng t o  determine 
precisely what we may reasonably expect, and in  what period 
of tFm, i n  the way of reforms and self-help measures, as well 
ss what help we should make available as reforms and self-  
help nrcsaures are accomplished. 

Proposed AU) Program for 1963 

Significantly expanded activit ies are not foreseen in FY 1963, 
although useful, economically feasible projects msy be con- 
sidered on their  merits. 

Within the education sector, a two-year schedule has been 
established in connection wlth the Rural Education Development 
project, t o  t ra in  150 new teachers per year and upgrade the 
@f ications of 2,500 existing teachers. The present 
classroan shortage i s  estimated t o  be l,X)O, and the project 
target i s  t o  construct 650 new classroom, 170 special sellrice 
roamre, and rehabilitate 518 older rooma wlthin two years. 

m s t i n g  technical cooperation activit ies i n  health are being 
re-oriented to support the general thrust toward ru ra l  develop- 
ment.. In agriculture it i s  intended t o  -rove the l o t  of the 
small farmer by the formation of cooperatives and marketing 
organizations t o  channel fert i l izers,  seeds, and Insecticides 
t o  the farm and t o  hprove the flaw of farm products t o  market. 
The FY 1963 development grant program will also integrate 
trsnsportation into the rural development sector thmugh train- 
ing of a road nahteaance organization t o  supervise the main- 
tenance of the new penetration and feeder roads which a? being 
completed t o  open up new agricultural areas t o  settlement. 
These activit ies are also r e h t e d  to the Developm~nt Loan Fund 
(DLF) -f inanced highway project t o  connect the capital wlth the 
Brazilian border. 

It i s  proposed also t o  u t i l ize  local currency generated by 
P.L. 480 imports for  agricultural credit t o  s l ~ s l l  farmers 
and for comtruction of feeder roads. 



GENERAL ECONOMIC DATA 

AREA & POPULATION 

BASIC DATA 

AVERAGE 
Unit PAFLAGUAY (UNDEV . A R E A S  

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

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

AGRICULTURAL LAND 

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

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  k of Pop . 
(Prim . & Sec . ) ..... 

Pupils per Teacher 
(Prim . only) ....... 

HEALTR 

..... Life  Expectancy 

People per Doctor ... 

Mil . 
k 

No . 

k 
Acres 

K W H / Y ~  

k 

k 

NO . 

Y r s  . 
No . 

Unit 

GROGS NATIONAL PRODUCT* 
Total GNP (in 1960 Prices) ............... $ Millions ........................... Per Capita GNP Dollars 
Investment as  Percent of GNP Percent ............. 

. ....... AGRICUJ.,TURAL PRODUCTION INDEX TOTAL 1952-54=100 
Index Per Capita ......................... 11 ..................................... Corn 1. 000 F r  

.................. . ELECTFSC PCkJER PRODUCl'ION M i l l  KWH 

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

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

Meat and products ...................... I 

Total Imports (c . i . f .  ) ................... .. 
Trade Bslance 11 ....................... 

Trade with United Sta tes  (U . 5'. data): 

Exports t o  U.S. ( f  .o. b. ) ............ $ Millions 
Imports from U.S. (f.0.b.) 11 .......... 

Trade BBlance It  .................. 
GOLD & FOREIGN EXCHANGE (end of year) 

It ...... 

CENTRAL GOVERNMENT FINANCES @ F Y  ending Dec . 31 

................................ Total Expenditures ....................... (Defense Expenditures) 
............................ (Capital Outlays) 

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants i% Loans) .... 
Remaining Deficit  (-)  o r  Surplus (+) .............. 

Calendar Years 

1960 1961 Est . rn - 

L.6 1.5 3.5 (Oct) 
-Million Dollar Equivalents . 

1959 1960 1961(hd) -- 
21.2 21.1 21.1 

. (8 L) (8.6) (8.7) 
(2.2) (3.8) (3.7) 

2 21.7 27.1 

.0.2 .l.o .0.8 

0.1 0.7 0.3 

+0.2 *0.3 +2.2 

+ . Converted a t  126 Guaranis ppr U.S. $ . 
a . Consolidated statement of Central Government Budget Estimates and the Actual 

Transactions of "Special Laws" Accounts; transactions of the  Autonomous Ent i t ies  
not included . 

124 - 



FINANCIAI. DATA 

Country: PARAGUAY 

4GENCY FOR INT'L DEVELOPMENT - TOTAL.. 

Obligations and Commitments 
(millions of d o l l a r s  & dol la r  equiv.) 

Alliance f o r  Progressr .......... Loans (DLF pr io r  t o  1962) 
I.D.B. R v e t  Fund Loans............ ....... Grants (T.C. p r io r  to 1961). 

Supporting AS&.(DS/SA p r i o r  to 1961) 
Other MSP Economic................... 

FOOD FOR PEACE (P.L. 4801 
T i t l e  I, Country Uses ................ ................. (Sale a ~ ~ r e e m e n t  a). 
T i t l e  II............................. 
T i t l e  I I ~  ............................ 
T i t l e  IV............................. 

FY FY 
1946-1961 1961 

EX-IM BANK LONG-TEEM LOANS............. 

FY 
1962 

MlLITARY ASSISTANCE (Pro~ramsl  
M.A.P. - Grant Aid. . . . . . . . . . . . . . . . . . .  
M.A.P. - Credit Assistance.. ........a 

Non-M.A.P. Mili tary Assistance.. ...a. 

ASSISTANCE FROM INT'L AGENCIES 
IBRD - World Bank .................. 
Internat ional  Develop. Assn. ....... 
Inter-  American Develop. Bank ....... 
UN Tech. Ass is t . -CY ending i n  FT ... 

WEER WORLD ASSISTANCE .......... 
SINGSOYIET BLOC ASSISTANCE .......... 
U.S. DOLLAR LOAN REPAYMERIB 
W P  and P.L. 480 Loans ............. 
ExportImport Bank ................. 
Other Government Loans ............. 





P e r u  

- 



P e r u  



C \; -a 
. * TAE ALLIANCE FOR PROGRESS I N  PERU 

Peru, on t h e  Pac i f i c  coas t  of South America, i s  the  s i z e  of 
France, I t a l y ,  and Spain combined, with a population only @ a s  
grecit (11 l u i i l i u ~ i ) .  FurLy per cent oi. t n e  popuiacion i i v e  on 
t h e  narrow coas t a l  s t r i p ,  while 60$ of the  population -- includ- 
ing  most of t h e  Indians -- l i v e  i n  the  rugged Andean highlands 
known a s  the  ~ i e r k .  

Our t a s k  i s  t o  he lp  and t o  encourage Peru t o  maintain i t s  p o l i t i -  
c a l  and economic s t a b i l i t y  while accelera t ing  i t s  economic de- 
velopment and s o c i a l  reform, thereby a l l ev ia t ing  the  dangerous 
bas i c  condi t ions  which could t r igge r  an erupt ion .  

S i g n i f i c a n t  s t a t i s t i c s ,  with comparisons t o  the United S ta t e s ,  
t e l l  p a r t  of t h e  story:  

Frru iinited S t a t e s  

Pe r  Capita Income (peru - 1960 
(Lima - 1959 

[:EL : :;:; 
Per Capita GNP 
Calor ies  per  day per 

Capi ta  
In fan t  Morta l i ty  (deaths 

per  1,000 l i v e  b i r t h s )  
L i f e  Expectancy 

L i t e racy  
I:::ans 
( peru 
(coast  
( s i e r r a  

Rate of Population Growth 
Cost of Living Index 

(1953 = loo)  

The Indian  population, l i v i n g  i n  the  mountainous areas  which 
c o n s t i t u t e  27% of the  country, i s  v i r t u a l l y  outside the  monetary 
economy. The Indians a r e  engaged i n  the most pr imi t ive  subs i s t -  
ence farming, using digging s t i c k s  f o r  plows; a t  l e a s t  &$ of 
them do not  speak Spanish and the  g rea t  majority a r e  i l l i t e r a t e .  
Recurring drought and chronic over-population, l inked with the  
harshness of t h e i r  existence and bleakness of t h e i r  fu tu re ,  have 
dr iven thousands t o  the  coas t a l  c i t i e s  where they congregate i n  
roo f l e s s  slums. Some 25$ of Lima's population i s  made up of 
these  s o c i a l l y  i so l a t ed ,  i l l i t . e r a t e ,  poverty-str icken outcas ts .  

By con t r a s t ,  t he  so-called " fo r ty  families" cont ro l  t he  bulk of 
t h e  wealth and power i n  Peru, absorb the  preponderance of t h e  

na t ion ' s  resources, and have genera l ly  enjoyed the support of 
the  m i l i t a r y  and the  Church. The ex ten t  of t h i s  concentrat ion 

uiidcrl;ied by the -?act that 765 of thi t o t a l  cu l t i va t eu  area 
of the  country belongs t o  1.s of .the land owners. 

The present  democratic, conservative government of President  
Prado i s  f i rmly  pro-Western and anti-Communist. The next change 
i n  administrat ion is  on J u l y  28, 1962. Two of the  p r inc ipa l  
groups contending f o r  t h e  June 10, 1962 e l ec t ions  a re  broadly 
based l i b e r a l  pa r t i e s :  Alianza Popular Revolucionaria Americana 
( A P R ? ) , ~  anti-Communist pa r ty  dedicated t o  s o c i a l  reform, and 
Accion Popular, a non-Communist reform pa r ty  i n  which the re  has 
been considerable i n f i l t r a t i o n  by the  extreme l e f t .  APRA o f f e r s  
an a l t e r n a t i v e  t o  Communism f o r  those seeking s o c i a l  reform. 
The same can be sa id  of ~ c c i b n  Popular, although i t s  candidate 
f ~ r  pres ident ,  Fernando E € l ~ ~ ~ d e ,  has been mii i t a in ing  mbiguoilu 
pos i t ions  i n  an e f f o r t  t o  r e t a i n  l e f t i s t  support .  

The Communists have thus  f a r  generated l i t t l e  popular support 
and have a membership of only 7,000 although they have s t rength  
among the  un ive r s i ty  s tuden t s  and a hold on a number of t r ade  
unions. 

Underlying these  p o l i t i c a l  condit ions i s  the  tremendous gap be- 
tween the  t h i n  l aye r  of wealthy and well-born and the  g rea t  mass 
of poverty-str icken Indians  and mestizos. This s t ruc tu re ,  
coupled with a l ack  of deeply-rooted democratic t r a d i t i o n s  and 
p rac t i ces ,  has created problems which, i f  neglected, could wel l  
lead t o  violence and revolut ion .  I n  addi t ion ,  the  grea t  poten- 
tial f o r .  Uxmunist exp lo i t a t ion  of t he  poverty and inequitable 
treatment of t he  masses w i l l  undoubtedly th rea t en  the  fu tu re  
s t a b i l i t y  of Peru un le s s  bas ic  reforms a r e  made. 

The economic base f o r  f u r t h e r  development looks favorable.  The 
annual growth r a t i o  is  now about 4%. Peru enjoys a favorable 
balance of t r ade  with both  imports and expor ts  on the  increase .  
Centra l  Bank d o l l a r  reserves  have increased from $29.5 mi l l ion  
i n  mid-1959 t o  $102 mi l l i on  a t  t he  end of 1961. Business con- 
f idence has increased and some f l i g h t  c a p i t a l  has probably r e -  
turned.  I n f l a t i o n  has been reduced from 12% i n  1959 t o  4$ i n  
1961. The s o l  has been s t a b i l i z e d  a t  26.8 t o  the  d o l l a r .  

Underlying these encouraging signs,  however, i s  the  weakness of 
much of t he  bas ic  in f r a s t ruc tu re  of the  economy. Transport and 
communication are  poor. Much of the  country is inaccess ib le .  
The r a i l r o a d  systems a re  unconnected. Communication i s  e r r a t i c  
and i n e f f i c i e n t .  And ag r i cu l tu re ,  except on the coast ,  i s  in-  
e f f i c i e n t  and f r equen t ly  pr imi t ive .  



- THE AJLIANCE FOR PROGRESS I N  PERU 

In  addition, the  tremendously inequitable d i s t r ibu t ion  of wealth 
and land means t h a t  economic growth rarely  a f f e c t s  the  l iv ing  
standards of the  depressed masses. 

Self -Help 

I n  1959, a s t ab i l i za t ion  program was ins t i tu ted  which has suc- 
cessful ly  reduced the r a t e  of in f la t ion  t o  only 446 a year. 

I n  November 1959, an Indus t r i a l  Promotion Law was enacted t o  give 
t a x  and other incentives t o  new domestic and foreign investment, 
and has already proven effect ive i n  increasing investment i n  
manufacturing. 

I n  l a t e  1961, an economic planning program was s e t  i n  motion and 
a cen t ra l  economic planning agency was given the task of prepar- 
ing a comprehensive national economic development plan, i n  the 

preparation of which Internat ional  Bank f o r  Reconstruction and 
Development ( IBRD ) , Economic Commission f o r  Latin America 
(ECU ) and Agency f o r  Internat ional  Development (AID) technical 
assistance has been requested. 

In  1960 and 1961, a savings and loan. system t o  finance medium- 
low cost  housing, and an over-all housing and slum clearance 
program got under way. 

In ~arch.1961,  agrarian reform legis la t ion was submitted t o  
Congress, but has not y e t  been enacted. 



Peru i s  located on the  Paci f ic  coast  of South America, s t r e t ch -  
ing from the  equator t o  18 degrees south l a t i t u d e .  The s ize  of 
France, l t a l y  and Spain combined, it has a population only &, a s  
g rea t  (11  mi l l ion ) .  It i s  divided i n t o  three well-defined zones: 
the  dry ,  narrow coas ta l  s t r i p  crossed by f e r t i l e  i r r i g a t e d  val-  
leys ;  t h e  rugged Andean highlands; and the t rop ica l ,  sparsely 
populated Amazon jungles. 

Peru has a p o l i t i c a l  h i s to ry  of strong-man rule,  interspersed 
with episodes of democratic const i tu t ional  government; i t s  po- 
l i t i c a l  and economic l i f e  has been dominated by a small, wealthy 
oligarchy.  The present democratic, conservative government w i l l  
go out of o f f i ce  on Ju ly  28 of t h i s  year. Though the  p o l i t i c a l  
fu tu re  i s  not c l e a r ,  the  front-running candidates f o r  the  Pres i -  
dency at the  moment give promise of a tu rn  toward non-Communist 
l i be ra l i sm and accelerated economic deveiopment and soc ia l  reform. 

United S ta t e s  exports t o  Peru i n  1960 to ta led  $143.3 mill ion o r  
43'18 of Peru's  t o t a l  imports. I n  tu rn  the  United S ta t e s  purchased 
$182.2 mi l l ion  of such important commodities a s  copper, sugar, 
i ron  o re ,  s i l v e r ,  lead,  zinc, f ishmeal and cotton. U. S.  t rade  
with Peru ran a t  an even higher l e v e l  i n  1961. Our d i r e c t  p r i -  
vate investment amounts t o  over $446 million, primarily i n  mining 
and petroleum, and continues t o  increase.  

Country Background 

Pqru i s  divided i n t o  two d i s t i n c t  pa r t s ,  economically, soc ia l ly  
and p o l i t i c a l l y .  The f i r s t  i s  the Hispanized ha l f ,  consist ing 
p r inc ipa l ly  of the  whites and most of the  mestizos, l i v i n g  mainly 
on the  coas t  and i n  the urban centers  of the  a l t ip l ano  i n  an econ- 
omy which, despi te  the  great  d i spa r i ty  within it between extremes 
of income, shows considerable v i t a l i t y .  The second i s  the  Indian 
h a l f ,  l i v i n g  mainly i n  the  r u r a l  mountainous areas  which consti-  
t u t e  27$1 of the country, i n  poverty, ignorance and stagnation.  
Largely outside the  money economy and unintegrated i n t o  the l i f e  
of the nation,  they a r e  engaged i n  the most primitive subsistence 
farming, using digging s t i c k s  f o r  plows; superimposed on them i s  a 
semi-feudal system of land tenure; a t  l e a s t  80$ do not speak 
Spanish; the  g rea t  majori ty a r e  i l l i t e r a t e ,  the l i t e r a c y  r a t e  i n  
the  S i e r r a  being only 27$ (including non-Indians) a s  opposed t o  
67$ along the  coast;  t h e i r  l i f e  expectancy i s  35 years; and the  
i n f a n t  morta l i ty  r a t e  i s  a t  l e a s t  25%. Recurring drought and 
chronic overpopulation, l inked with the  harshness of t h e i r  ex- 
i s tence  and bleakness of t h e i r  fu ture ,  have i n  recent years driven 
thousands t o  the  coas ta l  c i t i e s  where they congregate i n  roof less  
slums. Some 25% of Lima' s population i s  now made up of these 
soc ia l ly  i so la t ed ,  i l l i t e r a t e ,  poverty-stricken outcas ts .  Ignored 
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o r  exploited since the  days of the  Spaniards, t h e  Indians are  
ready t a r g e t s  f o r  revolutionary a g i t a t o r s  and, i n  f a c t ,  t he  
Cohun i s t s  have been d i r e c t i n g  increasing a t t en t ion  t o  the  r u r a l  
areas .  The precise  danger points  could thus be the  overcrowded 
c i t y  slums o r  the  current  attempts of large  groups of Indians t o  
move onto pr ivate  lands i n  the  a l t ip l ano ,  which may r e s u l t  i n  in -  
creasing violence.  

The June 10 e l ec t ions  f o r  Congress and the  Presidency, because of 
t h e  l i t e r a c y  requirements f o r  voting, w i l l  be fought out mainly 
i n  the  Hispanized hal f  of the  population. The thre: leading can- 
d idates  t o  date a re  Fernando BEUUNDE Terry of Accion Popular; 
Victor  ah HAYA de l a  Torre of +F%A; and ex-President Manuel 
ODRIA of the  Union Nacional Odr i is ta .  The more conservative 
p a r t i e s  of President Prado, why cannot succeed himself, and fo r -  
mer Prime Minister  Pedro Beltran,  o r i g i n a l l y  a p res iden t i a l  as-  
p i r an t ,  a re  discussing a possible a l l i ance  with APRA. 

KPRH i s  a broadly-based and well-organized left-wing l i b e r a l  par- 
t y ,  which has not only been e f fec t ive ly  anti-Communist bu t  has 
demonstrated increasing moderation i n  i t s  posi t ion ,  as shown i n  
i t s  working association with the  Prado governmnt. However, re- 
s u l t s  of i t s  pas t  mili tancy a re  s t i l l  f e l t  i n  a tendency t o  



polarize against it forces of both l e f t  and r igh t .  Accion Popu- 
l a r  i s  a lso left-wing l i b e r a l  and non-Communist, but not as  
fortl;lrightly anti-Communist as APRA. I t s  spellbinding leader, 
Belaunde, around whom the party i s  b u i l t ,  ran Prado a close 
second i n  the 1956 Presidential  elections.  With h i s  party in- 
f i l t r a t e d  t o  a considerable extent by the extreme l e f t ,  he has 
been maintaining an ambiguous position in  an e f f o r t  t o  re ta in  
l e f t i s t  support. Odria, an ex-dictator,  has a special  appeal t o  
elements of the oligarchy while endeavoring t o  cu l t iva te  the 
masses by espousing social  reform. 

One of the two r i v a l  l i b e r a l  groups, APRA or ~ c c i b n  Popular, i s  
l i k e l y  t o  have a predominant role i n  the new government, perhaps 
i n  coal i t ion with more conservative elements. 

The economic base f o r  fur ther  development looks favorable . The 
annual growth r a t i o  i s  now about 4%. Peru enjoys a favorable 
balance of t rade,  with both imports and exports on the increase. 
Central Bank do l la r  reserves have r i sen  from $29.5 million i n  
mid-1959 t o  $102 million a t  the  end of 1961. Business confi- 
dence has increased and some f l i g h t  cap i ta l  has probably re -  
turned. In f la t ion  has begn reduced from @ in  1959 to 4% i n  
1961. The so l  has been s tabi l ized a t  26.8 t o  the  dollar.  Thowh 
fundamentally an agr icu l tu ra l  country, with 6 6  of the  active 
population in t h a t  f ie ld ,  mining occupies an important role  in 
the  Pemvian economy, and manufacture for  loca l  consumption is 
increasing. Peru has a divers i ty  of agr icul tural  and minerd 
exports. 

Underlying these encouraging signs, however,are fundamental weak- 
nesses. In  addition t o  the  depressed s t a t e  of the  large major- 
i t y  of the  population, some of the  basic sinews of economic 
strength are e i t h e r  flabby or  nonexistent. Transport and com- 
munications are poor. There i s  only one road running the length 
of the  country, and one -- which i s  not passable i n  all weather -- 
connecting the coast t o  the  Amazon. The lack of penetration 
roads from the coast inland i so la tes  vast  areas from exploita- 
t ion.  The two major and eighteen minor ra i l road systems are 
unconnected. 

Except f o r  the e f f i c i e n t  agriculture on the coast (cotton and 
sugar), farm production generally i s  f a r  below capacity because 
much usable land i s  not under cul t ivat ion,  +he large holdings of 
absentee landowners are under-utilized, and farm technology i s  
backward. 

The banking and c r e d i t  system i s  inadequate f o r  present-dw needs. 
The tax ra te  does not increase on incomes over $4,000, as  the 

graduated system stops a t  t h a t  point.  Collections are  far below 
what they should be because of poor enforcement and a t rad i t ion  
of evasion. 

Thus the economic picture  is  one of current promise res t ing on 
a foundation i n  sore need of strengthening. 

Self -Help and Social Reform 

Financial S teb i l i ty .  I n  1959, a s t ab i l i za t ion  program was in- 
s t i tu ted  which has successfully reduced the r a t e  of in f la t ion  to 
only 4% l a s t  year. 

Private Enterprise. In November 1959, an Indus t r i a l  Promotion 
Law was enacted t o  give tax and other incentives t o  new d o ~ s t i c  
and foreign investments, and has already proven effect ive i n  in-  
creasing investment i n  manufacturing. 

Planning and Development. The Central Office of Studies and 
Programs was created within the Ministry of Finance by Decree 
of ~ u g u s t  1961 t o  coordinate the a c t i v i t i e s  of phmning off ices  
already established or t o  be established i n  each of the minis- 
t r i e s .  The Government has requested the assistance of the World 
Bank and ECLA i n  preparing a 10-year national development plan 
and of AID i n  the preparation of specific projects  and feas ib i l -  
i t y  studies within the framework of such a plan. 

Agrarian Reform. In March 1961, the  Peruvian Government pre- 
sented to the Congress an Agrarian Reform B i l l  which would s e t  
a variety of l M t s  on the s izes  of land holdings; i n s t i t u t e  a 
graduated land tax t o  force the breaking up of large es ta tes ,  
t o  bring id le  land in to  production and t o  prevent land specula- 
t ion  i n  areas t o  be colonized; encourage consolidation of the 
land holdings of the Indian communes; protect the tenant f a r ~ r ;  
and provide assistance of various kinds t o  s d l  farmers. This 
b i l l  has not passed the Congress, and w i l l  have t o  await the out- 
come of the June elect ions .  

Credit. The c red i t  p ic ture  improved during 1961 by the organi- - 
zation of a system of agr icu l tu ra l  credi ts  t o  small fanaers and 
colonists through the I n s t i t u t e  of Agrarian Reform and Coloniza- 
t ion  and the Agricultural Developmnt Bank. A system of super- 
vised farm cred i t s  had already been ins t i tu ted  with I C A  a s s i s t -  
ance. The home savings loan system inaugurated i n  1960 con- 
tinued t o  expand during 1961 with impetus provided by DLF loans. 
The number of c red i t  union cooperatives expanded beyond the 200 
mark, and additional loan capi ta l  was provided by an Inter- 
American Development Bank (IDB) Social Progress Trust Fund loan. 



I n  February 1962, the maximum f o r  commercial be& Jnterest  r a tes  
was lowered from 144 t o  la, with a ce i l ing  for comissions and 
-+L.-- ?.hl-rm- ,̂,+ a+ - - - - - - - - - -. - < > - -  . -  ' k- 

Housin . I n  1961 the Government developed a broad-scale housing 
clearance program t o  be financed from Peruvian resources 

and from an IDB Social Progress Trust Fund loan, with a goal of 
35,200 housing uni ts  in  two years. 

U. S. Assistance Strategy 

To encourage the preparation and completion of a long-range eco- 
nomic development plan designed t o  accelerate more balanced de- 
velopment, par t icular ly:  

( a )  t o  increase productivity and opportunity i n  agriculture.  

(b )  t o  expedite integration of the Indian population i n  the 
econorqy . 

( c )  t o  hasten development of depressed regions, e .g. southern 
Peru. 

I n  connection with t h i s  program of development substant ia l  prog- 
ress  must be made i n  the enactment and administration of basic  
reforms i n  land tenure, increased, more progressive taxes, and 
the integrat ion of the Indian population i n t o  the l i f e  of the 
country. Until  t h i s  progress has been made, our assistance w i l l  
be l imited t o  projects i n  agriculture and social  development de- 
signed t o  bring i m d i a t e  benefit  t o  the distressed sectors of 
the population. 

Proposed A I D  Program f o r  F'Y 1963 

I n  the absence of an economic development plan t h a t  could provide 
a guide t o  the use of AID and other external  resources, AID'S 
Development Grant program centers, f i r s t ,  around the provision of 
technical  assistance f o r  planning and administering an economic 
development plan. There w i l l  be emphasis on tax and administra- 
t i v e  reform. With the help of AID and international agencies, 
Peru should be able t o  develop such a plan during F'Y 1963. 

Five top p r i o r i t y  objectives have been developed. We w i l l  pro- 
vide select ive  assistance t o  these objectives along the l ines  of 
our country strategy; ass is t ing with impact projects i n  agricul- 
ture ,  s o c i a l  development and dis t ressed areas u n t i l  progress is 
shown i n  soc ia l  and economic reforms. The pr io r i ty  objectives 
are : 

Technical and loan assistance i n  the f i e l d  of agriculture,  
including support f o r  a national farm cred i t  and extension 
system, agrarian rei'urm, culuniztitioii, i r r iga t ion ,  reaesrch 
and education; 

Technical and loan assistance f o r  a special  program f o r  the 
integrated regional development of Southern Peru, the cen- 
ter of much soc ia l  unrest and communist agitation; 

Technical and loan assistance, primarily the former, t o  
improve soc ia l  developmental infras t ructure  i n  the f i e l d s  
of education, health,  community development and community 
f a c i l i t i e s ,  such a s  housing, water, sewage, e tc . ;  

Technical assistance t o  increase investtnznt i n  new indus- 
t r y  through management t ra in ing  mid the d€vel~pUk2nt of in- 
vestment ins t i tu t ions ;  and 

Technical and loan assistance, primarily the f o m r ,  i n  
developing an integrated highway and airway system. 

Accomplishments and Changes 

Our program i n  Peru represents a d ras t i c  s h i f t  from unrelated 
assistance projects  t o  concentration on a few areas  of develop- 
ment lending and development grant ac t iv i ty ,  such a s  agr icu l tu ra l  
production, water end education, designed to bring h m d i a t e  
benef i t  t o  those sectors  of the population whose needs are the 
greatest,moving i n t o  a program of i n d u s t r i a l  developmnt as prog- 
ress  i s  made i n  basic re f  o m .  Consequently, we are completing 
t ransfer  of a l l  cooperative services t o  exclusive Peruvian ad- 
ministration. 

Examples of recent accomplishment are:  

School Lunch Program. Using food acquired under T i t l e  I1 of 
P.L. 480, a successful school lunch program was inaugurated i n  
Southeast Peru i n  October of l a s t  year. Children receiving t h i s  
food have shown a noticeable improvement i n  t h e i r  physical con- 
d i t i o n  and greater a le r tness  i n  pursuing t h e i r  studies.  School 
attendance i n  some of the  larger  c o m i t i e s  covered has in- 
creased 3096, and i n  r u r a l  areas as much a s  5096. 

Improvements i n  Rural Education. With the help of U.S. tech- 
n ica l  assistance, Peru has undertaken a large-scale in-service 
t ra ining program f o r  r u r a l  school teachers.  In the past  two 
years over 5,000 teachers and school administrators have attended 
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summer workshops and seminars on teaching mthods, course mate- 
rial, curriculum and re la ted subjects. The primary purpose of 
t h i s  program has been to up-grade the s k i l l s  of r u r a l  school 
teachers, many of whom are  not graduates of the country's normal 
schools. 

Public Administration. htaining i n  government records management 
has been provided t o  several ministries,  pa r t i cu la r ly  education, 
heal th  and agriculture.  As a r e s u l t  of t h i s  training, the Govern- 
ment of Peru has recognized the importance of management t ra ining 
and has agreed t o  strengthen the exis t ing I n s t i t u t e  of Public Ad- 
ministration, which has already t ra ined 3,000 Peruvian employees, 
and has begun t o  provide r e a l  leadership t o  a Peruvian admlnistra- 
t i v e  reform. I n  a re la ted development during the l a s t  year, a 
course i n  records management has been i n i t i a t e d  f o r  selected stu- 
dents of the  mil i tary academy i n  order t o  prepare them t o  handle 
administrative and records problems more effect ively.  In  the 
f i e l d  of taxation, the Superintendency of Taxes has adopted a 
system of self-assessment by the taxpayers f o r  income taxes and 
has ins ta l l ed  electronic data processing equipment. A I D  i s  now 
providing the  services of a consultant from the Internal  Revenue 
Service t o  advise and develop recolrmrendations f o r  effective use 
of t h i s  automatic data  processing equipment. 

Savings and Loan System. Largely as  a r e s u l t  of A I D  technical 
assistance and two development loans to ta l ing  $9.5 million made 
i n  1960 and 196% leg i s la t ion  governing savings and loan system 
was adopted, savings and loan associations were and are  continu- 
ing t o  be organized, and our f inancial  assistance matched by Peru- 
vian financing, i s  beginning t o  bring r e s u l t s  in the accelerated 
construction of private,  lower cost  housing. 

Obligations and Comitments FY FY FY 
(millions of do l la r s  & dollar equiv.) 1gU-61 1961 1962 

. AGENCY FOR INT'L DEVELOPMDT TOTAL... 57.2 

Alliance for Rogressr ......... Loans (DLF pr ior  to 1962). 30.5 ............. I.D.B. R u s t  Fund Loans 
Grants (T.C. pr ior  t o  1961). ....... 24.7 

Supporting AE&.(DS/SA prior  to 1961) 2.0 
. Other MSP Economic................... 

FWD FOR PEACE (P.L. 4801 ................ Ti t le  I, Country Uses 23.4 
(Sales Agreemerrts).......... ........ (33.2) 

T i t l e  II............................. 14.1 
T i t l e  III............................ 11.0 

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

............ EX-M BANK LOGTERM LOANS. 195.4 

OTHER U.S. ECONOMIC PROGRAMS. .......... 10.6 

MILITARY ASSISTAEE (Ronram s1 
H.A.P. - G r a n t  Aid. . . . . . . . . . . . . . . . . . .  37.7 
H.A.P. - Credit Assistance.. ......... 15.7 
Non-H.A.P. Military Assistance ....... 11.0 

ASSISTANCE FRON 1M"L AGENCIES 
IBRD - World Bank ................... 82.0 
International Finance Corporation. ... 4.7 
Inter-American Develop. Bank......... 3.9 
UM Tech.Assist. - CY ending i n  FY.. .. 3.0 
UIi Special Fund.. .................... 4.1 

SINO-SO= BLOC A S S I B ~ E .  . . . . . . - 
U. S . DOLLAR LOAN REF'AXMEXWS 

MP and P.L. 480 Loans.. ............. 0.7 
mmt-mmt ~ a n k  ................... 62.5 
Other Government Loans............... NA 

4 July-December, 1961. 
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AVERAGE 
Unit PEilU ( U N D E V  . A R E A S  

9REA & POPULATION 

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

Popuht ion (1961) ... 
Annual Growth ..... 
Density pe r  sq.mi. 

GRICULTURAL LAND 

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

POWER PER CAPITA ...... 

EDUCATION 
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. . * .A .* .*a ALLIANCE FOR PROGRESS PROGRAM I N  URUGUAY 

Uruguay i s  the smallest country i n  South America. With an area of 
72,000 square miles, it i s  about equal i n  size t o  North Dakota. 
I t s  population of 2.9 million i s  almost entirely composed of 
Italian-Spanish stock, and i ts  ra te  of population growth is  one 
of the  smellest i n  the world. 

Significant s ta t i s t ics ,  with comparisons t o  the United States, are  
a s  follows: 

Uruguay United States 

Per capita GNP $ 6 0  $2,800 
Calories per day per capita 2,945 3,220 
Infant mortality (deaths prior +a 

age one per 1,000 l ive  bir thdi  
( 1956 73 26 

Life expectancy NA 
Literacy 
Rate of population growth 

68 % 
1.7 $ 

2 rs* 
1.7 $ 

Cost of living index (1953 ,= 1QO) 421 112 

Rough estimate - Sta t i s t ics  not available. 

Uruguay has a long record of po l i t ica l  s tabi l i ty ,  adherence t o  
dem~crat ic  principles and social  progress. 

The Comntunist Party, which numbers 13,000, i s  legal  and operates 
openly. However, i t s  e lectoral  strength i n  the last national 
election i n  1958 was only 2.16%. On the other hand, Commmists 
have successfully penetrated the  Central de Trabajadores de l  
Uruguey (c~U) ,  one of the two major labor federations, a s  well a s  
several of the key Labor unions such a s  the Meat Workers1 Federa- 
tion. The Urugueyan Student Federation is also now dominated by 
a Communist-Castroist coalition. 

Sino-Soviet bloc efforts  t o  penetrate the Uruguayan market were 
renewed in  February 1962, and resulted i n  a barter deal t o  trade 
20,000 tons of meat for  Soviet imports. 

Since March 1959, when a new administration (the Blanco party) 
came in to  power, strong steps have been taken to check inflation 
end revive the country's agricul tural  sector. 

Uruguay's economy i s  heavily dependent on the production, process- 
ing, and exportation of wool, meat and hides which normally account 
f o r  over &$ of the countryls total exports. On this foundation, 
Uruguay has bu i l t  one of the highest and most broadly distributed 

standards of living in  Latin America. Up t o  1959 a government 
poliry of lnduetrialization and 4liverdPica+-ion of tte ecsnoxy, 
combined with neglect of the agricultural sector, has resulted 
i n  a distortion of established production patterns and placed 
the basic source of Uruguayan wealth -- agriculture -- a t  a 
relat ive disadvantage. However, since 1959 the inflationary 
sp i ra l  has been slowed and the currency stabilized. The trade 
de f i c i t  which has averaged $50 million per year was only $13 
million in  1961, but t h i s  was the resul t  of export carryovers and 
the balance of trade problems continues to be serious. Reserves, 
however, have remained relat ively constant and i n  September 1961 
totaled $194 million. A large tour i s t  trade, P.L. 480 sales and 
Uruguay's ab i l i ty ,  to date, t o  r o l l  over commercial debts and 
outstanding foreign debts, principally t o  Argentina and Brazil, 
have made it possible t o  maintain fore lm exchange reserves. 
Gross National Product (GNP) figures are not available, but pro- 
duction figures indicate tha t  the GNP has remained a t  a relat ively 
high per capita rate. 

Since 1959, Uruguay has had budget surpluses which have been used 
for  expansion of social welfare services. 

Self-Help and Social Reform 

In the spring of 1961, a national planning agency (cIDE) was 
established. An Organization of American StateS/Inter-American 
Development ~ank/Economic Comrnission for Latin America (oAs/ 
IDB/ECLA) Mission arrived in Uruguay in February 1962 and i s  
now formdating a 10-year economic and social developant plan. 

In November 1960, an International Monetary Fund (IMF) stabi l iza-  
t ion agreement was signed; inf lat ion has been slowed and the ex- 
change ra te  has been stable for  more tban a year. 

In 1960-1961 a balanced budget was achieved for  the f i r s t  time i n  
over a decade. 

Effective July 1, 1961 an income tax with a besic levy of 10$ 
plus a progressive ra te  ranging from 5-30$ was imposed for  the 
f i r s t  time in  the countryls history. 

On November 30, 1960, a new tax LBW simplified the existing system 
by repealing a number of minor taxes aod rais ing the rates  on 
others such a s  the transactions tax which was boosted from 4-1/2 
t o  6-1/2$ and the sales tax which was doubled. 

In January 1962 the government ordered a national housing plan to 
be drawn up. 



Uruguay i s  the smallest country i n  South America. With an area of 
72,000 square miles, it i s  about equal i n  s ize t o  North Dakota. 
Its population of 2.9 million i s  almost ent i rely composed of 
Italian-Spanish stock, and i t s  r a t e  of population growth i s  one of 
the smallest in  the world. 

Uruguay has a long record of po l i t i ca l ' s tab i l i ty ,  adherence t o  
democratic principles and social  progress. 

Country Background 

The Communist Party, which numbers 13,000, i s  legal  and operates 
openly. However, i t s  e lectoral  strength i n  the l a s t  national 
election i n  1958 was only 2.16%. On the other hand, Communists 
have successfully penetrated the Central de Trabajadores del  
Uruguay (CRT), one of the two major labor federations, a s  well a s  
several of the key labor unions such as  the Meat Workers' Federa- 
tion. The Uruguayan Student Federation is  also now dominated by 
a Communist-Castroist coalition. 

Sino-Soviet bloc effor ts  t o  penetrate the Uruguayan market were 
renewed i n  February 1962, and resulted in a bar ter  deal t o  trade 
20,000 tons of meat for  Soviet imports. 

Since March 1959, when a new administration ( the Blanco party) 
came in to  power, strong steps have been taken t o  check inf lat ion 
and revive the country's agricul tural  sector. 

Uruguay's economy i s  heavily dependent on the production, process- 
ing, and exportation of wool, meat and hides which normally account 
f o r  over 80% of the country's t o t a l  exports. On t h i s  foundation, 
Uruguay has bu i l t  one of the highest and most broadly-distributed 
standards of l iving in  Latin America. Up t o  1959 a government 
policy of industrialization and diversification of the economy, 
combined with neglect of the  agricul tural  sector, has resulted i n  
a dis tor t ion of established production patterns and placed the 
basic source of Uruguayan wealth -- agriculture -- a t  a relat ive 
disadvantage. However, since 1959 the inflationary sp i ra l  has 
been slowed and the currency stabilized. The trade def ic i t  which 
has averaged $50 million per year was only $13 million i n  1961, 
but t h i s  was the resul t  of export carryovers and the balance of 
trade problem continues t o  be serious. Reserves, however, have 
remained relat ively constant and i n  September 1961 totaled $194 
million. A large tour i s t  trade, P.L. 480 sales and Uruguay's 
ab i l i t y ,  t o  date, t o  r o l l  over comercial  debts and outstanding 

- foreign debts, principally t o  Argentina and Brazil, have made it 
possible t o  maintain foreign exchange reserves. Gross National 
Product (GNP) figures a r e  not available, but production figures 
&$ cate tha t  the GNP has remained a t  a relat ively high per capita dm- 136 

PRIOR and CURRENT PROGRAMS 

PROPOSED PROGRAM 
(Millions af Dollars) 

Since 1959, Uruguay has had budget surpluses which have been 
used for  expansion of social welfare services. 

Self-Help and Social Reform 

In the spring of 1961, a national planning agency (CIDE) was 
established. An OAS/IDB/ECLA Mission arrived i n  Uruguay i n  
February 1962 and i s  now formulating a 10-year economic and 
social development plan. 

In November 1960 an International Monetary Fund (IMF') stabi l iza-  
t ion agreement was signed; inf lat ion has been slowed and the 
exchange r a t e  has been s table  fo r  more than a year. 

In 1960-1961 a balanced budget was achieved for  the f i r s t  time 
in over a decade. 

Effective July 1, 1961 an income tax with a basic levy of 16 
plus a progressive r a t e  ranging from 5-30% was imposed for  the  
f i r s t  time i n  the country's history. 

On November 30, 1960 a new tax law simplified the existing system 
by repealing a number of minor taxes and raising the  rates  on 
others such a s  the transactions tax which was boosted from 
4-112 t o  6-1/25 and the sales tax which was doubled. 



Country, URUGUAY 

In January 1962 the government ordered a national housing plan 
t o  be dram up. 

U.S. Assistance Strategy 

Our strategy i s  t o  work with National Planning Canmission in  i t s  
e f for t s  to develop a 10-year economic and social development plan. 
Pending the completion of the plan, U.S. AID effor ts  w i l l  con- 
centrate on programs which increase agricultural production and i m -  
prove social  conditions outside the urban areas. 

In providing assistance t o  Uruguay we w i l l  encourage (1) stream- 
l ining the overstaffed, loosely organized, and uncoordinated admin- 
i s t r a t i v e  structure, (2)  further improvements i n  the tax system, 
(3)  great ly  stepping up services t o  agriculture, (4) the formula- 
t ion in  t he  shortest time possible of a coherent national economic 
and social  development plan. 

Proposed AID Program fo r  FY 1961 

The AID program proposed fo r  Uruguay for  FX 1963 i s  a continuation 
of the new program for  tha t  country in i t i a ted  i n  FY .1962 with Act 
of Bogota (IAPsP) funds. 

Act ivi t ies  i n  agriculture, which have been financed on a contract 
basis, w i l l  not require additional funding in  FY 1963. 

Social development ac t iv i t i es  growing out of the Special Aid Mission 
which was sent t o  Uruguay i n  November 1961 are i n  support of i t s  
Fznergency Aid Program -- a 4-year plan t o  build: (1) 1,727 primary 
school classrooms throughout the country, and (2)  40 health-center 
hospitals. The plan also c a l l s  for  assistance to the Labor Uni- 
versi ty 's  agricultural farm machinery school, agriculture p i l o t  
production centers, and a mechanical and e lec t r ica l  school. The 
U.S. contribution w i l l  be a combination of loans and grants. 
Uruguayan nationel and local  resources w i l l  supply the major par t  
of construction costs. U.S. loan participation i n  these projects 
requires enactment of legis lat ion by the Uruguayan Congress. 

P.L. 480 surplus c o d i t i e s  have been provided t o  Uruguay i n  the 
past,  and subject to continued avai labi l i ty  a t o t a l  of $3.0 million 
i s  proposed for  FY 1963. 

Accomplishments 

The U.S. A I D  program i n  FY 1962 i n  Uruguay was operationally non- 
existent,  although steps were in i t i a ted  t o  begin contractual 
arrangements fo r  specific, planned, sector programs. 

AGENCY FOR INT'L DEVELOPHENT - TOTAL.. . 
Alliance for Progress: 

Loan8 (DLF prior to 1962) .......... ........... I.D.B. R u s t  Fund Loans. 
Grants (T;C. prior t o  1961) ........ 

Supporting Asst.(Ds/~A prior to 1961) 
Other Economic................... 

FOOD FOR PEACE (P.L. 480) 
Title I, Country Uses................ 

(Sales Agreement s).. ................. 
Title II............................. 
Tit le  III............................ 
Tit le  N............................. 

EX-M BANK LONG-TFJN LOANS. ............ 
OTHER U.S. ECONWIC PROGRAMS........... 

MILITARY ASSISTAKE (Program sl 
H.A.P. - G r a n t  Aid................... 
M.A.P. - C r e d i t  Assistance........... 
Non-H.A.P. Military Assistance....... 

ASSISTAKE FROM INT'L ACZNCIES 
IBRD - World Bank .................... 
Inter-American Develop. Bank. ........ 
UN Tech. Assist.-CY ending in FY..... 
UN Special Fund. . . . . . . . . . . . . . . . . . . . . .  

OTHER FFEX WORLD ASSISTANCE..... ...... 
SINO-SOVIET BLOC ASSISTANCE.. ......... 
U.S. DOLLAR LOAN REPAYMENTS 
MSP and P.L. 480 Loans .............. 
Export-Import Bank. . . . . . . . . . . . . . . . . .  
Other Government Loans .............. 



BASIC DATA 

AVERAGE 
Unit URUGUAY tu,,,~. AREIS 

llREA & POPULATION 

Area .............:.. 1000 sq.mi. 72.2 xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

RGRICULTURAL LAND 

$ of Tota l  Area ..... 
.......... Per Capita 

POWER PER CAPITA ...... 

EEUCATION 

....... Literacy Rate 

Pupils a s  of Pop. 
(Prim. & Sec.)  ..... 

Pupils per  Teacher 
(Prim. only) ....... 

tfEALTII 
..... Li fe  Expectancy 

People per Doctor ... 

M i l .  

k 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

No. 

Y r s .  

No. 

GENERAL E C O N O M I C  DATA 

Calendar Years 

GROGS NATIONAL PRODUCT* ............... Total GNP (in 1960 Prices) ........................... Per Capita GNP ............. Investment a s  Percent of GNP 

..... AGRICULTURAL rmODUCTION INDEX - TmAL.. ......................... Index Per Capita 
' h e a t  .................................... 

.................. ELECTRIC WEFt PRODUCTION 

.......... COST OF LIVING INDEX (Montevideo) 

FOREIGN TRADE ................... Total  Exports (f .o.b. ) 
Wool ................................... 

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

Trade with United Sta tes  ( U . S .  d a t a ) :  ............ Exports t o  U.S. (f  .o.b.) .......... Imports from U.S. (f.0.b.) 

Unit 

$ Millions n.a. 
Dollars n.a. 
Percent n. a .  

M i l l .  KWH 1,300 

$ Millions 98 

$ Millions 18 
I, 

Trade Balance 1, .................. 
GOLD & FOREIGN EXCHANGE (end of year) 

11 ...... 
(Central Bank only) 

CENTRAL GOVERNMENT FINANCES* FY ending Dec. 31 

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

............................ (Caprtal Outlays) 

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

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

Remaining Def ic i t  (-) or  Surplus (+) .............. 

1961 Est. 

n.a. 
n.a. 
n.a. 

93 
82 

L19 

n.a. 

b21. 

172 
112 
165 
T 

2 3 
b8 
=E 

19b ( ~ e p )  
-Million Dollar Equrualents - 

1960 1961a 1962a 

it - Converted a t  11 Pesos per U.S. $ 
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THE ALLIANCE FOR PROGRESS I N  VE3lEZUELA 

Venezuela is  about one-third l a r g e r  than Texas i n  s i ze ,  with a 
population of approximately 6,900,000. After years of repressive 
a i c t a to r sn ip ,  ending i n  iy56, iienezueia nas a aemocraticaliy 
e l ec ted  cons t i tu t iona l  government headed by President Romulo 
Betancourt. 

The Betancourt government l e d  i n  carrying forward the  s o c i a l  re-  
forms envisioned by the  Alliance f o r  Progress even before the 
program was formulated. However, h i s  regime i s  beset  by c r i t i c a l  
p o l i t i c a l  and economic problems which threaten h i s  survival .  He is 
under constant  a t t ack  from t h e  l e f t  which is  using techniques of 
i n f i l t r a t i o n ,  subversion, violence and even armed a t t ack  i n  an 
e f f o r t  t o  replace h i s  government with an extreme l e f t  regime. 
Only the  most vigorous pol ice  and i n t e r n a l  secur i ty  measures, 
coupled wi th  a program of l i b e r a l  reform and development, have 
kept t h e  l e f t  from rea l i z ing  t h i s  goal .  

The Communist Party of Venezuela (PCV), among the  strongest  i n  
Latin America, has about 30,000 members. It is able t o  exercise 
influence i n  the  c r i t i c a l  urban areas  considerably i n  excess of i t s  
number because of i t s  t i g h t  organization,  control  of key groups, 
and leaderahip  over other l e f t i s t  p a r t i e s .  Furthermore, it and i t s  
l e f t i s t  a l l i e s  dominate some unions, including the  Maritime Federa- 
t i on ,  White Collar  Workers and Heavy Equipment Construction Work- 
e r s ,  and have strong minor i t ies  i n  key places i n  t h e  v i t a l  o i l  
unions. However, they s t i l l  only control  a s m a l l  minority of t h e  
t o t a l  organized labor  force .  

More than hal f  of the p o l i t i c a l l y  ac t ive  students at the  Central  
Univ r s i t y  i n  Caracas - which has about two-thirds of the  t o t a l  1 univ r s i t y  enrollment i n  Venezuela - a re  Communists and pro- 
Canununist. This majori ty gives them control  of the  Student Federa,- 
t i o n .  Simi lar  penetrations have occured i n  a t  l e a s t  four o ther  
major un ive r s i t i e s .  The s i t u a t i o n  i s  estimated a s  being about t h e  
same among high school students.  The Communists a l s o  have impor- 
t a n t  minority s t rength  i n  o ther  i n t e l l e c t u a l  c i r c l e s  such as  
teachers '  unions, lawyers and doctors associations and i n  ce r t a in  
areas  of the  press.  When combined with pro-Castro and other 
d i s s iden t  elements, they have been able t o  create disturbances 
through popular insurrec t ions ,  s t r i k e s  and terrorism which have 
come dangerously close t o  toppling the  Betancourt government. 

While being pressed from the  l e f t ,  Bentancourt i s  being opposed by 
r i g h t i s t s  and some diss ident  mi l i t a ry  elements who-see i n  h i s  r e -  
form programs a danger t o  t h e i r  wealth and vested i n t e r e s t s .  
Although Bentancourt has survived repeated coup attempts by r i g h t -  
i s t  elements elements - including severa l  attempts t o  assass inate  
him - he remains highly vulnerable. 

Although Venezuela has the  highest  average per cap i t a  income i n  
Latin America, it i s  suffer ing from severe economic d i f f i c u l t i e s  
due t o  (1 )  unequal d i s t r ibu t ion  of weal th , , (2)  the ,des t ruc t ion  
and waste of the  country 's  wealth by the  Perez Jimenez d ic t a to r -  
s h i p  which diss ipated  reserves and created f inanc ia l  burdens 
which s t i l l  dra in  the  economy, (3)  a f l i g h t  of c a p i t a l  and a 
drop i n  investment caused by p o l i t i c a l  i n s t a b i l i t y ,  and ( 4 )  a 
f a l l  i n  o i l  pr ices  contr ibut ing t o  a dramatic drop i n  o i l  
investment. 

S ignif icant  s t a t i s t i c s ,  with comparisons t o  t h e  United S ta t e s ,  
a re  a s  follows: 

Venezuela United S ta t e s  

Per Capita GNP $1,040 $2,800 
Calories per day per  cap i t a  2,255 3,220 
Infant  Mortali ty (deaths p r i o r  
t o  age one per 1,000 l i v e  b i r t h s )  67 26 

Literacy 51% 98% 
Rate of Population Growth 3 - 2% 1.7% 
Cost of Living Index (1953 = 100) 110 112 

Venezuela's wealth i s  unevenly d i s t r ibu ted  with about 50% of t h e  
people receiving only 10$ of t h e  nat ional  income. This 50% has 
an average per  cap i t a  income of about $150. Despite the  agrar ian  
reform program the re  is s t i l l  a heavy concentration of land 
holdings i n  the  hands of l a rge  landholders. I n  1960 nearly 
230,000 rural  famil ies  were s t i l l  without land or  land s u f f i c i e n t  
t o  support a family. 

Venezuela i s  now i n  ser ious  f inanc ia l  s t r a i t s  with the  growth 
r a t e  recent ly  dropping t o  about 1% per year unable t o  keep pace 
with a 3.2% population growth. Thus per cap i t a  the  Gross National 
Product (GNP) i s  ac tua l ly  decl in ing.  Since the  end of 1957 the re  
has been a decline i n  reserves from $1.4 b i l l i o n  t o  about $600 
mil l ion .  I n  addit ion,  there has been a s t e a d i l y  increasing bud- 
ge t  d e f i c i t  going from $163 mil l ion  i n  1958 t o  $320 mi l l ion  i n  
1960 of a t o t a l  budget of $1.84 b i l l i o n .  

A t  the  same time p o l i t i c a l  i n s t a b i l i t y  has l e d  t o  a sharp drop i n  
pr ivate  investment and a f l i g h t  of c a ~ i t a l  estimated a t  $1.5 
b i l l i o n  in the  l a s t  three  years. 

Approximately 60% of the  Venezuelan people l i v e  i n  the c i t i e s :  
Caracas alone has one-f i f th  of the  t o t a l  population. Over 40$ 
of those l i v i n g  i n  c i t i e s  have no running water while 67% lack  
minimum san i t a t ion  f a c i l i t i e s .  



THE ALLIANCE FOR PROGRESS I N  YENEZUELA 

Urban unemployment i s  presently over 129 of the  labor force.  

The housing shortage f o r  the  nation as a whole i s  estimated a t  
800,000 uni ts  - an immense f igure  f o r  a country the  s ize  of 
Venezuela. 

In  r u r a l  areas l iv ing  conditions a r e  often primitive, and about 
250,000 rural families lack running water and sanitation. 

In 1958 half the  adul t  population of Venezuela was estimated t o  
be i l l i t e r a t e ,  and 40$ of the  school age children were not attend- 
'ing school. 

Self-Help and Reform Measures 

Since 1958, the Betancourt Government has vigorously pursued a 
number of sel f -help and reform measures: 

W a r I a n  Reform. In March 1960, Venezuela adopted a land reform 
program which has already rese t t l ed  40,000 families on 3,000,000 
acres of land. This comprehensive program i s  a model f o r  all of 
Latin America. During h i s  t r i p  t o  Venezuela, President Kennedy 
d i s t r ibu ted  land t i t l e s  under t h i s  program. 

Development Planning. In 1961, Venezuela completed a comprehen- 
sive,  four-year national development plan. It i s  expected t h a t  
t h i s  plan w i l l  be presented t o  the  Organization of American 
States  (OAS) panel f o r  review i n  the  next few months. This plan 
i s  widely regarded, a f t e r  preliminary study, as  one of the best  
i n  Latin America. It c a l l s  f o r  a GNP increase of 79-89 per year. 

Public Administration. In July 1961, the  sa la r ies  of the  govern- 
ment bureaucracy were cut 59. 

Education. Since 1958 primary school enrollment has increased 
well over 50$; secondary school enrollment has doubled; teacher 
t ra in ing  enrollment has quadrupled. 

Tax Reform. In February 1961, t a x  ra tes  were raised and an e s t i -  
mated annual increase of $60 million in  revenues i s  projected. 
Another tax r a t e  increase,, intended t o  ra ise  an additional $67 
million in revenues, i s  being proposed f o r  1962. 

Housing. In November 1961, savings and loan associations and an 
Urban Mor tme  Bank were established t o  a s s i s t  i n  the housing 
e f f o r t .  



Si tua t ed  on the  northern coas t  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 
&pp, " ...,,ir.L ely 6, """. nl'irr years of d ic ta torship ,  Venezueia 
now has a democratically e l ec t ed  cons t i tu t ional  government headed 
by President Betancourt. 

Venezuela has been an outstanding leader  i n  the Alliance f o r  
Progress.  The concrete s t eps  already taken under the  Betancourt 
administrat ion t o  promote s o c i a l  reforms and economic development 
along t h e  l i n e s  envisioned by the  Alliance are considerable.  
Accordingly, the  reform programs i n  Venezuela not  only have s ign i -  
f icance fo r  Venezuelan freedom: but they have unusual symbolic 
value f o r  the  All iance f o r  Progress throughout Latin America. 

In  the  economic realm, U.S. t o t a l  t r ade  with Venezuela i s  g rea t e r  
than u i t i ~  any o l i ~ r r  couniry i n  Latin America. It suppl ies  t n e  
United S t a t e s  with 6& of our o i l  imports and 3& of our i ron  ore 
imports. United S t a t e s  p r iva t e  investment of about ':2.6 b i l l i o n  
i s  g r e a t e r  i n  Venezuela than i n  any other country i n  the  world 
except Canada. 

Country Background 

Venezuela's h l s to ry  has been characterized by a r u l e  of d i c t a t o r s ,  
mostly m i l i t a r y  men. Basic needs of the  people were l a rge ly  
ignored by corrupt and incompetent governments. The present  
Betancourt coa l i t i on  government, which came t o  o f f i c e  i n  February 
1958, represents  t he  longest  democratic e r a  in  Venezuela h i s to ry .  
Since t h a t  date,  it has i n i t i a t e d  a s e r i e s  of progressive s o c i a l  
reform and economic development measures . 

This government i s  now i n  serious t rouble .  I t s  p o l i t i c a l  base has 
narrowed from more than 90% of the  e l ec to ra t e  t o  a present  e s t i -  
mated 60$ due t o  withdrawals o i ,  o r  s p l i t s  within, t he  c o a l i t i o n  
p a r t i e s .  

The government i s  under constant a t t a c k  from the l e f t  which i s  
using techniques of i n f i l t r a t i o n ,  subversion, violence and even 
armed a t t a c k  i n  an e f f o r t  t o  replace the  government with an ex- 
treme l e f t  regime. Only t h e  most vigorous.police and i n t e r n a l  
s e c u r i t y  measures, coupled with a program of l i b e r a l  reform and 
development have kept t he  l e f t  from rea l iz ing  t h i s  goal .  

The Cmnunist Party of Venezuela, among the  strongest  i n  Lat in  
America, has about 30,000 members. It i s  able t o  exerc ise  
influence i n  the  c r i t i c a l  urban areas  considerably i n  excess of 
i t s  number because of i t s  t i g h t  organization.  cont ro l  of key 
groups, and leadership  over l e f t i s t  p a r t i e s .  Furthermore, it and 
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l i m e  lor Progress Gmnh 

i ts  l e f t i s t  a l l i e s  dominate s m e  unions, including the  Maritime 
Federation, White Col lar  Workers ar,d Heavy Equipment Construc- 
t i o n  Workers, and have s t rong minor i t ies  i n  key places i n  the  
v i t a l  o i l  unions. However, they  s t i l l  only cont ro l  a small  
minori ty of t he  t o t a l  organized l abor  force .  

More than hal f  of t he  p o l i t i c a l l y  ac t ive  s tudents  a t  t he  Central  
Universi ty i n  Caracas - which has about two-thirds of t h e  t o t a l  
un ive r s i ty  enrollment i n  Venezuela - a r e  Communists and pro- 
Communist. This major i ty  gives them con t ro l  of t he  Student 
Federation.  S imi lar  penet ra t ions  have occured i n  a t  l e a s t  four  
o the r  major un ive r s i t i e s .  The s i t u a t i o n  is  est imated a s  being 
about t h e  same among high school s tudents .  The communists a l s o  
have important minori ty s t r eng th  i n  o the r  i n t e l l e c t u a l  c i r c l e s  
such a s  teachers '  unions, lawyers and doctors associa t ions  and 
i n  c e r t a i n  areas  of t he  p re s s .  When combined with pro-Castro 
and o ther  d i s s iden t  elements, they  have been able  t o  c r e a t e  
disturbances through popular insurrec t ions ,  s t r i k e s  and ter ror ism 
which have come dangerously c lose  t o  toppl ing  the  Betancourt 
government. 

While being pressed from the  l e f t ,  Betancourt is being opposed by 
r i g h t i s t s  and some d i s s iden t  m i l i t a r y  elements who see  i n  h i s  
reform programs a danger t o  t h e i r  wealth and vested i n t e r e s t s .  
Although Betancourt has survived repeated coup at tempts by r i g h t i s t  
elements-including seve ra l  attempts- t o  a s s a s s - i n a t e ' ~ ~ & ~ ,  
highly vulnerable.  



Free World Assistance. Current prospects indica te  s ign i f i can t  
,ass is tance  of as  much a s  $130 mil l ion  during 1962-1963 from 
Western European ( ~ t a l y ,  England, West Germany, France, Belgium) 
and Japanese public and p r iva te  sources. 

U.S. Assistance Stratetzy 

We intend t o  jo in  our Agency f o r  In ternat ional  Development (AID) 
program with o the r  Free World sources of ass is tance  i n  order t o  
enable t h e  Bentancourt government t o  continue important s o c i a l  
development p ro jec t s  such as housing, education, land reform and 
ag r i cu l tu re ,  which a r e  v i t a l  t o  improved p o l i t i c a l  s t a b i l i t y  and 
t h e  consequent confidence i n  t h e  Venezuelan economy which is an 
e s s e n t i a l  condit ion of developnent. 

Venezuela i s  making impressive advances along the  pbth of t h e  
s o c i a l  reforms c a l l e d  f o r  by the  Alliance f o r  Progress. However, 
we w i l l  work with the  Venezuelans t o  improve these  programs and 
i n s t i t u t e  o ther  se l f -he lp  measures, such a s  uni f ica t ion of 
exchange ra t e s ;  f u r t h e r  income t a x  increases;  l e g i s l a t i v e  
au thor i ty  enabling d i r e c t  Central  Bank purchase of long-term 
bonds; and f u r t h e r  e f f i c i e n c i e s  i n  t h e  Government's operating 
expenditures together  with public administrat ion reform. 

Proposed AID P ro~ram f o r  FY 1963 

The proposed 1963 Alliance f o r  Progress program w i l l  provide 
t echn ica l  ass is tance  of $3 mi l l ion  and w i l l  consider Development 
Loans within a range of $20 t o  $30 mil l ion .  Following a r e  
exarnples of the  highest  p r i o r i t y  a c t i v i t i e s  t o  which AID w i l l  
attempt t o  address i t s e l f  during FY 1963, together with a rough 
indicat ion of t h e  order  of magnitude of funds expected t o  be 
a l loca ted  f o r  those purposes. 

Agrarian Reform. A community development loan, designed t o  help 
improve l i v i n g  condit ions and s t a b i l i z e  t h e  population i n  rural 
areas .  

Venezuelan Developnent Corporation. A loan t o  the  Venezuelan 
Development Corporation f o r  reloan t o  pr ivate  industry.  

Vocational Education. Development Grant funds t o  provide large-  
sca le  t ra in ing of s k i l l e d  i n d u s t r i a l  workers, teacher t r a in ing  
i n  vocational education and spec ia l  on-the-job t r a i n i n g  courses. 

Economic Planning. U.S. economic advisers  and short-term con- 
s u l t a n t s  t o  a s s i s t  t h e  Government of Venezuela's Econamic 
Coordination and Planning Office (CORDIPLAN) i n  problem areas  of 
nat ional  planning, t o  t r e i n  necessary technicians and t o  help 
improve intra-government l i a i s o n .  

Public Administration. Development Grant funds t o  assist the  
Government of Venezuela Public Administration Commission t o  
d e v e l o p  a cadre of Venezuelan administrators and ins t ruc to r s  t o  
t r a i n  annually 400 lower and middle echelon public servants i n  
ce r t a in  specialized f i e l d s  . 
Public Safety. AID w i l l  attempt t o  increase the  ef fec t iveness  of 
public safe ty  i n  Venezuela through a Development Grant. 

Labor Programs. Under a three-year program i n i t i a t e d  i h  FY 1962, 
AID expects t o  achieve a major impact through technical  t r a i n i n g  
f o r  1,000 Government of Venezuela l abor  o f f i c i a l s .  I n  addi t ion  
an e f f o r t  will be made t o  a s s i s t  i n  improving the  s k i l l s  of 
50,000 urban workers and i n  t r a i n i n g  labor  o f f i c i a l s  i n  both 
leadership and labor-management government r e l a t ions .  

Aocamplishments and Changes 

The program i n  Venezuela w i l l  be concentrated on se lec ted  s o c i a l  
development projec ts ,  such a s  community development, designed t o  
improve p o l i t i c a l  s t a b i l i t y  and move Venezuela toward the  day 
when restored confidence i n  the  economy w i l l  permit it t o  f inance 
development from i t s  own resources. 

A t  t h e  inception of the  Alliance f o r  Progress, U.S. ass is tance  
was requested by the  Venezuelan Government t o  solve major prob- 
lems impeding achievement of development goals and recovery from 
severe economic recessions.  To assure t h a t  any ass is tance  t o  
Venezuela conforms t o  c r i t e r i a  es tabl ished by Congress and t h e  
new administration, a spec ia l  U.S. Team worked in tens ively  f o r  

Cammercial Agricultural  Development. Development Grant a s s i s t -  t h ree  months with GOV planning and operating o f f i c i a l s  'at  Federal 

ance f o r  es tabl ishing a comprehensive land-use system, f o r  and S ta t e  l eve l s  t o  def ine  key development problem a reas  and 

subs tan t i a l ly  increasing a g r i c u l t u r a l  exteksion o f f i ces ,  and f o r  develop proposals f o r  p r i o r i t y  ass is tance .  The USAID Mission 

encouraging large-scale  production of r i c e ,  corn, f r u i t  and working with the  Venezuelan Government then formulated a coopera- 
t ive  developmental program. coffee.  



Economic and Social. Venezuela is a country which has an extra- 
ordinary growth potent ia l .  During the 195O's, intensive exploit-  
a t ion of i t s  petroleum and iron ore resources, together with 
;&;t&L?;1 gro~t.lfi In iiiamifai-turrlg m ~ u  cununerce produced remaric- 
able economic growth, averaging 8% per annum. Despite the highest 
per capi ta  income in  Latin America, the  pattern of income d i s t r i -  
bution was extremely uneven. By 1958 about one-tenth of the  
income earners received one-half of the  t o t a l  national income. 
A t  the other extreme, about 50$ received only about one-tenth of 
the income. Even today, the poorer half of the population i s  
l iv ing  close t o  subsistence levels  with per capita income of about 
$150 per year. In  the countryside, the average income of .!+00,000 
families i s  around $300 a year. The appalling conditions i n  rural 
areas have caused a rapid s h i f t  of population t o  the c i t i e s  where 
economic opportunities appear be t t e r .  In the ten-year period 
ending i n  1960, c i t i e s  increased i n  s ize  by 5 6  while the  rural 
areas gre:: in pop'&st:on by only 14%. A t  present, 7 6  of the 
Venezuelan people l ive  i n  urban areas.  This urbanization has 
created tremendous social  and economic problems a s  slums multiply 
and unemployment - now a t  12% of the  labor force - mounts. 

The housing shortage i s  estimated a t  around 800,000 uni ts  - an 
immense figure fo r  a population of 7 mill ion. As of 1959-1960 
about 600,000 families were without potable water supply and over 
700,000 families lacked sani ta t ion f a c i l i t i e s .  I n  1958 half of 
the  adu l t  population was estimated t o  be i l l i t e r a t e  and 40$ of the  
school age children were not attending school. Of those who 
attended, the majority did not complete the f i r s t  three grades of 
primary school. 

During t h e  past several years, Venezuela has been i n  a serious 
economic recession. As the world's largest  o i l  exporter, the  
growing world o i l  surplus with consequent price reductions has 
ser iously  demaged the economy, which is heavily dependent upon 
such income. In  addition, widespread apprehension over p o l i t i c a l  
changes i n  Venezuela since 1958 has caused a drast ic  reduction i n  
new foreign investment and a serious f l i g h t  of cap i ta l .  Venezuela 
second industry - construction - has a l s o  declined markedly due 
t o  sharp curtailment of monumental public works and a reduction 
i n  private housing s t a r t s .  Unemployment has risen s teadi ly  and 
now stands a t  12% of the labor force. The serious lack of growth 
i s  indicated by the fac t  tha t  i n  1960 and 1961, GNP grew only 1% 
per annum while population grew a l i t t l e  more than 3$, resul t ing 
i n  an actual  decline of 2% in  per capita GNP. 

Self-Help and Social Reform 

Confronted with soc ia l  and economic poblems of ~ u c h  staggering 
proportions, the  Betancourt Government has moved vigorouely t o  
improve the general welfare and stimulate basic economic develop- 
ment. It in i t i a ted  a comprehensive agrarian reform program i n  
March 1960, and great ly  expanded the  education system. Moreover, 
the  Government established a developtent plan which i s  revised 
annually t o  cover the  next four years. The following measures 
have been taken as a part of President Betancourt's progressive 
program: 

k r a r i a n  Reform. In March 1960, Venezuela adopted a land reform 
program which has already rese t t l ed  40,000 families on 3,000,000 
acreas of land. This comprehensive program is a model fo r  all 
Latin America. During h i s  t r i p  t o  Venezuela, President Kenneqv 
dis t r ibuted land t i t l e s  under t h i s  program. 

Development Planning. In  1961, Venezuela completed a canprehen- 
sive,  four-year national developtent plan. It i s  expected t h a t  
t h i s  plan w l l l  be presented t o  the  OAS panel f o r  review i n  the  
next few months. This plan i s  widely regarded, a f t e r  preliminary 
study, as  one of the  best  in  Latin America. It c a l l s  f o r  GNP 
increase of 7%-8% per year. 

Public Administration. Tm July 1961, the  sa la r ies  of the  govern- 
ment bureaucracy were cut 5%. 

Education. Since 1958, primary school enrollment has increaeed 
well over 50$; secondary school enrollment has doubled; teacher 
t ra in ing  enrollment has quadrupled. Prlmary school enrollment 
has increased from 751,561 t o  1,223,314; secondary school enrol l -  
ment from 55,194 t o  105,000; teacher t ra ining enrollment f ran  
8,260 t o  31,641; vocational school enrollment from 19,357 t o  
41,419; primary schools doubled and teachers i n  service increased 
from 26,230 t o  45,132. 

'8 

Tax Reform. In February 1961, t a x  ra tes  were ra ised and an 
estimated annual increase of $60 million i n  revenues i s  projected. 
Another t ax  r a t e  increase,  intended t o  ra i se  an additional $67 
million in revenues, i s  being proposed f o r  1962. 

Housing. In  November 1961, savings and loan aesociations and an 
Urban Mo,rtgage Bank were established t o  a s s i s t  i n  the housing 
e f fo r t .  



The success of U.S. e f fo r t s  thus f a r ,  par t icular ly  those of an 
advisory nature, has been ref lected i n  significant policy changes 
of the Venezuelan Government i n  areas re la ted direct ly  t o  AID 
objectives. As a pract ical  matter, friendly persuasion by U.S. 
o f f i c i a l s  a t  e v e q  leve l  has played a large part  i n  effecting 
these necessary changes. Due i n  l a rge-par t  t o  our e f for t ,  the 
Government of Venezuela now recognizes tha t  Agrarian Reform can 
be Arlly effective only i f  coupled with agricul tural  credi t  t o  
fanners and adequate technical assistance designed t o  provide 
t ra ining i n  technical schools aimed a t  increasing agricultural 
production ah3 establishing a comprehensive land-use system; the 
Ministry of Education now has come t o  accept the concept of 
developing multi-purpose secondary schools which would include 
vocational t ra ining i n  t he i r  regular curriculums; and the presi- 
dent of the Agricultural Bank, i n  conjunction with AID, the 
Rockefeller Foundation and the Council of Rural Welfare, has 
developed a sound program fo r  supervised agricul tural  credi t .  

FINANCIAL DATA 

0 

1 AC;ENCY FOR INl'1L DEVELOPMENT - TOTAL.. . 
Alliance for F'rogressi 

Loans (DLF prior to 1962). ......... 
I.D.B. Rust Fund Loans ............ 
Grants (T.C. pr ior  t o  1961) ........ 

Supporting Asst.(Ds/~A prior  to 1961) 
Other EISP Economic................... 

FOOD FOR PEACE (P*L* 1801 
Tit le  I, Country Uses................ 

(Sale8 Agremerrts) .................. 
Tit le  II............................. 

Ti t l e  IV............................. 

............ EX-M BANK LONETHIM LOANS* 

ASSISTANCE FROU IMl"L MXEIES 
. lBRD World Bank.................... 

International Finance Corporation.... 
Inter-American Develop. Bank......... 

. UA Tech.Assist. CY ending in FY.... 
UA S p c i a l  Fund...................... 

U.8. DOLLAR LOAH REPArMEKrs 
M P  and P.L. 480 Loans............... 
E2Qol-t-Import Bwk................... 
Other aovernment Loam............... 

July-December, 1961. 
* Less than $50,000. 



Country: VENEZUEIA GENERAL ECONOMIC DATA 

Calendar Years 
BASIC DATA 

ORES NATIOWAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

$ Millions 7,053 
Dollars 1,083 
Percent n.a. 

AVERAGE 

LREA & POPULATION 

Area ................ 1.000 sq.mi. 352 ..... AGRICULTURAL PRODUCTION INDEX - TUTAL.. 
Index Per Capita ......................... 

population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

~ i l .  6.9 xxx 

5 3.2 2.4 

No. 20 40 

.................... CIINING PRODUCTION INDEX 

COST OF LIVING INDEX (Caracas) ............ 
FOREIGN TRADE 

Total Exports (f .o.b. ) ................... 
Pet ro lem and produds ................. 

'rota1 Imports (c. i . f .  ) ................... 
Trade Balance ....................... 

$ Millions 2,369 LGRIC ULTURAL LAND 

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

5 17 25 

Acres 6 2.5 
Trade with United Sta tes  (U.S. d a t a ) :  

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

Trade Balance .................. 
$ Millions 890 ...... ? O M  PER CAPITA 

DUCATION 

....... Literacy Rate 

Fupils a s  5 of Pop. . 
(prim. & ~ e c . )  ..... 

Fupils per Teacher 
(prim. only) ....... 

...... GOLD & FOREIGN EXCHANGE (end o f  year) 

-Million Dollar Equi a ents - 
&i.year 

1958/598 1959/60a 1962 (Bud) 
5 51 3 5 

5 12 9 

No. 37 38 

CENTRAL GOVERNMENT FINANCES * 
................................ Total Expenditures 1,863 1,8bb 1,900 

(Defense Expenditures) ....................... (178) (180) (165) 
............................ (Capital Outlays) h a . )  h a .  (742) 

................................. Domestic Revenues 1,SBh 1,524 1,590 

B!uz 
..... Life  Expectancy 

... People per Doctor 

Budget Receipts from Non-U.S. Foreign Aid ......... n.a. a 0  17.7 

Y r s .  n.a. 40 

NO. 1,295 7,000 

Budget Receipts from U.S. Aid  rants Rc ~ o a n s )  .... -- -- 45 

.............. Remaining Deficit  ( - )  o r  Surplus (+) n.a. -180 -88 

* - Converted a t  3.35 Bolivares per U.S. $. 
a - FY ending June 30. 
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TBE ALLIANCE FOR PROGRESS I N  BRITISH GUIANA 

British Guiana is  a British colony i n  northern South America 
uhich has been moving rapidly towards independence. With an area 
roughly the size of Idaho, i ts  population i s  566,000. The tvo 
nmin ethnic eiements are East Indian, about 45% population, and 
Negro about @$; the res t  are largely a mixture of Portugese, 
Chinese 8nd English. Poli t ical  party membership has become 
polarized i n  two main parties, the People's Progressive Party 
(PPP) l ed  by Cheddi Jagan and largely East Indian, and the Feople's 
National Conppzss (PNC), under the leadership of Forbes Burnham, 
aominated by the Negro group. A relative poli t ical  newcomer, the 
United ~ r o n t  m y ,  was organized i n  1961 by Peter ~ ' ~ g u i a r ,  a 
wealthy Portuguese businessman. This group i s  supported by the 
conservative middle class and by the natives in  the interior. 

The following significant s ta t i s t ics  wi l l  assist  i n  visualizing 
&sting conditions: 

British Guiana United States 

Per capita GNP 
Calories per day per capita 

$260 
N A 

82,8cQ 
3,220 

Infant mortality (deaths prior 
t o  age one per 1,000 l ive 
births) 1958 61 26 

Life expectancy %ps * 
70 yrs. 

Literacy 
Rate of population growth 

9% 
20% 1-75 

Cost of livlng index (1953=100) 106 lI.2 

As the Last step preceding independence British Guiana was 
granted internal self-government during the summer of 1961. 
Elections were held i n  August of that year t o  form a new govern- 
ment. Cheddi Jagan, the dominant poli t ical  leader i n  British 
Guiana fo r  a decade was returned t o  p e r .  

The August elections returned the People's Progressive Party t o  
power wlth 42$ of the popular vote so distributed that it won 
19 of the 35 Seat6 wlthin the legislative sssenibly. l%e People's 
National Congress secured 415 of the popular vote, but only ll 
seats. The United Front gained 16$ of the votes and 4 seats. 
Cheddi Jagan was mde Premier and indicated that the party had 
two main goals, early independence and a greatly expanded 
development program. 

The PPP was dedicated t o  securing complete independence during 
1962, and the PNC supported the cry for  independence but only 
wlth proper constitutional safeguards. The U.F. has not favored 
independence i n  the foreseeable future. The m s t  recent 

timetable called for  a conference wlth the British i n  Msy and 
possibly independence by the end of the year. Emever, thie 
timetable m y  have been upset by r io ts  and arson i n  pargetown 
arising from a proposed highly controversial budget p r o m .  

Durlng the week of January 26, 1962, the Minister of Finance 
tabled the new budget i n  the Legislative A s s d l y  c U n g  for  
drastic tax reforms. Five days of a public dmomtration led  
by the Trades,Union Congress (TUC), UF and PNC resulted in  
r iots ,  arson and looting on February 16, 1962. Fire completely 
leveled one-third of the Georgetown business d is t r ic t ,  destroy- 
ing an estimated $30,000,000. Upon the request of Cheddi Jagan, 
the Premier, British troops were landed and quickly restored 
order. The fuY impact of these events upon the future of 
British Guiana has not yet been completely assessed by the 
British or by the local government. 

The econoq of British Guiana i s  built upon sugar, r i ce  and 
bauxite, the f i r s t  two of uhich enjoy a preferred mrt 
market because of c ~ n w e a l t h  agreements. The only sLgnifl- 
cant source of development financing (except mining) comes 
from the British Colonial Development and Welfare grants and 
loans uhich, for  the period 1960-64 approxi.rmte1.y 7 to  8 
million dollars a year. Jagan made requests fo r  Large l aw 
interest loans or grants from the United States during the 
course of his  October visit t o  the United States. A U.S. press 
statement concurred i n  by Dr.  Jagan vas released a t  that time 
indicating that  the United States was prepared t o  provlde 
economic experts for  the purpose of ercamining British G u i a n a ' s  
development program and also that  the United States wwld be 
willing t o  expand i t s  technical assistance program. 

British Guiana cannot be characterized as a typical Ia t in  
American state. There i s  no pressing land reform problem and 
the tax system is graduated and relatively effective. The 
government structure i s  organized i n  the U.K.' pattern of 
paxlimentaxy democracy. 

The United States faces a d i f f icul t  poli t ical  problem i n  
Rritish Guiana. Jagan i s  a self-described -st. M m y  
individuals i n  the PPP hierarchy have had associations and 
vim wfiich have been described as even =her t o  the left.. 
Our general policy i n  British Guiana, a policy wfiich depends 
i n  part on the U.S. a id  effort,  attempts t o  prevent the 
emergence of a Comrmmist-Castro type of government i n  the 
Western Hemisphere. 



Count I ~ I S H  GUIANA 
d u -  

Bri t i sh  Guiana, located on the northeast coast of South America 
lying between Yenezuela, Brazil  and Surinam, has a population of 
566,000 primarily East Indian and African i n  composition, Largely 
s e t t l ed  along the low-lying coastal area. A t ekr i to ry  of t he  
United Kingdom, Br i t i sh  Guiana has been expecting t o  receive i t s  
independence within t he  year. As a reaction t o  thebudget  pre- 
sented January 26, which sharply increased taxes and proposed 
new controversial revenue measures, a general. s t r i ke  was called 
by the  Trades Union Congress. The s t r i ke  wss supported and 
abetted by the opposition parties,  PNC and UF. The budget con- 
troversy aroused deep-seated r ac i a l  issues, antagonisms and fears. 
Peaceful demnstrations were effect ively organized i n  a few main 
urban centers, but the  countryside which is East Indian and loyal 
t o  Jagan, remained cpiet.  I n  Georgetown t h e  demonstrations on 
February 16 degenerated i n to  r i o t s  and arson and finally in to  
r a c i a l  confl ic t  between Negroes and East Indians. A t  t h e  request 
of C h e w  Jagan, the  Premier, the  Bri t ish despatched troops, and 
order was quickly restored. These recent developments have cast  
doubt on t he  p o l i t i c a l  future of Bri t ish Guiana and on the  
immediacy of independence. 

Country Background 

The present economy i s  dependent upon sugar, r i c e  and bauxite, 
all surplus on world markets and subject t o  pr ice  fluctuations. 
Unemployment and underemployment prevail  and basic s k i l l s  f o r  
development a re  lacking. 

The Development Plan (1960-64) amunting t o  $64 million, i s  
supported by United Kingdom loans and grants amounting t o  $36 
million. The present government f e e l s  t h a t  the  plan i s  grossly 
inadequate f o r  t he  needs of the country. The plan has been 
lagging behind the  goals set .  

Arable lands of t he  inter ior ,  forest  resources and minerals offer  
prospects f o r  sound economic growth while maintaining the  present 
economic base. Such gr&h requires both inflow of cap i ta l  and 
an improvement of the  basic s k i l l s  and techniques of t he  
citizenry. Br i t i sh  Guiana has poss ib i l i t i es  f o r  the  develop- 
ment of a viable economy. 

The Bri t ish Guiana Development Progrem concentrates on strength- 
ening the  present economic base through extensive coastal 
reclamation projects f o r  r i c e  production. This goal has t he  
po l i t i c a l  advantage of providing land t o  t h e  East Indian 
farmers. The program has been cr i t ic ized,  however, because of 
t h e  extremely high cap i ta l  investment that is  necessary. Secondary 
emphasis is  placed on opening up the  vast i n t e r i o r  area. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

FY 1961 0.7 

Alliance for Roqnn 

PROPOSED PROGRAM 
(Millions of Dollars) 

U.S. Assistance Strategy 

The AID Progrem i s  a s ignif icant  aspect of t he  U.S. attempt t o  
prevent emergence of a Castro s ta te .  Through a small technical 
assistance progrem our s t ra tegy i s  t o  demonstrate U.S. in te res t  
i n  t he  welfare of t he  inhabitants of Bri t ish Guisna and 
strengthen the  t i e s  between the  United States and this colony. 

The United States  p h s  t o  continue the above s t ra tegy as long 
as  it appears justified, though continuously a l e r t  t o  events 
dictating change of policy as tes ted  by continuous observation, 
time and performance. This means t ha t  projects and t he  amount 
of U.S. support must be highly select ive from the  standpoint 
of U.S. interests,  the  welfare of t he  Guianese people, of 
favorable impact and accomplishment and support from the  U.K. 
toward costs of development. 

To acccnnplish the above objectives, constant reassessment of 
policy requirements i n  a f l u i d  s i tuat ion i s  necessary. With 
t h i s  i n  mind t he  1963 AID program of technical assistance 
grants t o t a l  $1.5 million. Should there be a s ignif icant  
change i n  the  situation, additional funds may be required. 



FINANCIAL DATA 
Country: BRITISH G u m  

Development grants w i l l  continue to be concentrated i n  the f i e l d  
of agriculture, health, education and transportation with project 
rltve5pmct e ~ c  istE;ice Ir ~ ~ i i r i ,  el-gi~~eerelr~ trnd i 'easibiiity 
surveys. 

Since t he  inception of the p r o m  over 14.0 Guianese c i v i l  
servants have received training by the A I D  program within the 
United States and constitute a strong and continuing source of 
good w i l l  within the govenunent. The rural youth ac t iv i ty  oves 
its existence t o  ICA-AID and during the past two yeam doubled 
i ts  membership; this constituted such a threat to the Comnaln.ret 
Progressive Youth Organization tha t  the People's Progressive 
Earty f e l t  obliged t o  attack the Rural Youth P r a m  publicly. 
Popular revulsioa t o  + e  attacks l ed  the PPF governrent t o  
call them off. 

. AGENCY FOR INTfL DEVELOPMENT TOTAL... 

Alliance for I 'mgre~~s: .......... Loans (DLF prior to 1962) ......... I.D.B. Trust Rud Loans... ....... Grants (T.c. prior to  1961). 
Supporting A~&.(DS/SA prior to 1961) 
(Xher MSP Economic................... 

FOOD FOR PEACE (P.L. 1801 
Title I, Country Uses................ 
(Sales Anrement 6). ................. 

m 
- 

l i t l e  ii............................. 
Ti t le  III............................ 
Tit le  ............................... 

EX-M BANK IDK-TERM LOANS. ............ 
OTHER U.S. ECONCMIC PROGRAMS........... 

MILITARY ASSISTAIJCE ( h n r a m s )  
. H.A.P. GrSnt Aid................... 

H.A.P. - C r e d i t  Assistance. .......... 
Non-M.A.P. Military Assistance....... 

ASSISTAKE FROM INT'L AGENCIES 
.................... IBRD . World Bank 

.... UN Tech. Assist.-CY ending in FY. 
.. UN Special Fund. . . . . . . . . . . . . . . . . . . .  

OTHFSI FREE WORLD ASSISTANCE 
....................... United Kingdom 

SINO-SOVIET BLOC ASSISTANCE ............ 
........... U.S. DOLLAR LOAN REPAYMENTS. 

a / ~ u l ~  -Dec . 1961 
Less thzn $50,000. 



GENERAL ECONOMIC DATA 

BASIC DATA 

.. - - 

U n i t  GUIANA ( U N O E V .  A R E A S  

LREA & POPULATION 

Area ................ 1000 sq.mi. 83 xxx 

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

LGRICULTURAL LAND 

5 of Total  Area ..... 
Per Capita .......... 

'OW PER CAPITA ...... 

DUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop. 
(Prim. & Sec.)  ..... 

Pupils per Teacher 
(Prim. only) ....... 

fEALTH 

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

Mil. 

P 
No. 

e 
Acres 

m / y r  

e 

e 
No. 

Yrs. 

No. 

0.6 xxx 

2.9 2.4 

7 40 

GRCSS NATIONAL PRODUCT * ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

...... AGRICULTURAZ, PRODUCTION INDEX -. T6AL. ......................... Index Per Capita 
Rice, rough .............................. 

SHRIMP CATCH ............................... 
COST.OF LIVING INDEX ....................... 
FOREIGN TRADE ................... Total  Exports ( f  .o.b.) 

Sugar .................................. 
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. ) ............ 
~mpofis from U.S. ( f .  0.b. ) .......... .................. Trade Balance 

GOLD & FOREIGN EXCHANGE (end o f  year) ...... 

Calendar Years 

$ Millions n.a. 
Dollars n.a. 
Percent n. a. 

1,000 l b .  1,210 

$ Millions 61  
I1 2 7 
I 1  65 
I t  It 

$ Millions 5.0 
11 

7.3 
11 -73 

- M a l l t o n  Dollar Equavalents - 
CENTRAL GOVERNMENT FINANCES * F Y  ending Dec. 31 1959 1960 - - 1961 (Bud) 

................................ Total  Expenditures 38.0 h0 . l  hh.0 
(Defense Expendrtures) ....................... (-1 (-1 (-1 ............................ (Capatal Outlays) (11.2) (9.9) (11.7) 

Domestic Revenues ................................. 28.6 30.h 33.9 

......... Budget Receipts from Non-U.S. Foreign Aid 7 .1  8.6 10.8 

Budget Receipts from U.S. Aid  rants Pc Loans) .... -- i - -- 
.............. Remaining Def ic i t  ( - )  or  Surplus (+) -2.3 -1.1 +0.7 

+ - Converted a t  $1.7 RblI per U.S. $. 
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3ri"ic :!icn+.rac. nr. the Carihhenn coas t  o f  Central  America, i s  
bounded on t h e  nor th  by llexico and on t h e  south and west by 
Guatemala. k?he populat ion numbers approximately 92,000 and 
t o t a l  l a n d  a r e a  i s  8,269 square mi les .  It i s  about  t h e  s i z e  
o f  Hascachuset tn and twice  tine s i z e  o f  Jamaica. LiLeracy i s  
e s t ima t ed  a t  '[O;:. Bri  i i s h  Honduras has  recent ly  gained g r e a t e r  
i n t e r n a l  auLonomy under a f r e e l y  e l e c t e d ,  m- in is te r ia l  form of  
government ope ra t i ng  w i th in  a new cons t i t u t i on .  The country ha s  
su f f e r ed  a major setback due t o  hu r r i c ane  devas ta t ion .  Guatemala 
ha s  r e c e n t l y  r e s t a t e d  a long  s tanding  claim t o  t h e  t e r r i t o r y .  

As w i th  emerging co lon i a l  a r e a s  i n  t h e  Caribbean, t h e  United 
S t a t e s  h a s  a p o l i t i c a l  o b j e c t i v e  t o  develop a mutua l i ty  o f  i n -  
t e r c s t .  w i t h  t h e  people of  B r i t i s h  Honduras and wishes t o  s ee  
t h e  count ry  as a p o i n t  o f  s t a b i l i t y  i n  t h e  Cent ra l  American 
a r e a .  Th i s  i s  e s p e c i a l l y  important  i n  l i g h t  of t h e  coun t ry ' s  
r e cen t  devas t a t i on  and i t s  e f f e c t  on t h e  a l ready  pover ty-s t r icken  
people .  

Country Background 

Economic and s o c i a l  i n s t i t u t i o n s  a r e  r e l a t i v e l y  underdeveloped. 
Hea l th  and s a n i t a t i o n  f a c i l i t i e s  a r e  pr imi t ive .  Endemic d i s ea se  
i s  p r e v a l e n t .  h ' a c i l i t i e s  a r e  subs'candard. S k i l l s  a r e  l o v  and 
i n  s h o r t  supply. Timber i s  t h e  l e ad ing  na t iona l  resource and 
s a w m i l l  p roduc ts  t h e  magor expor t .  Agr icu l ture  i s  f a s t  ap- 
proaching  f o r e s t r y  products  i n  importance. However, many foods 
which could  be  produced l o c a l l y  a r e  imported. C i t r u s  fruit and 
suy;ar a r e  t h e  main export  crops,  whi le  t h e  chief food c rops  a r e  
corn,  r i c e  and beans. Development o f  cecao and co t t on  i s  be ing  
a t tempted .  There a r e  some prospec ts  f o r  a spec ia l ized  t o u r i s t  
i n d u s t r y .  The small populat ion of  t h e  country, and l im i t ed  
r e sou rce s  have t hus  f a r  precluded t h e  development o f  most manu- 
f a c t u r i n g ,  thoug,$ a process ing  p l a n t  expected t o  employ 300 
people  i s  being e s t ab l i shed .  Ivlineral resources have so  f a r  
proved neg l i g ib l e ,  b u t  oi'f-shore o i l  explora t ion  i s  c u r r e n t l y  
under  way. The g r e a t e s t  problem, perhaps,  i s  t h e  s o c i a l o g i c a l  
b i a s  h e l d  by t h e  people a g a i n s t  a g r i c u l t u r a l  mrlc. 

Gmss Nat iona l  Product  (GXP), i n  1960 p r i c e s ,  i s  $27 mi l l i on ,  
and p e r  c a p i t a  income $300. GYP p e r  c a p i t a  appears  high f o r  
L a t i n  America, b u t  t h e r e  a r e  wide d i s p a r i t i e s  i n  income. Such 
s t a t i s t i c s  as a r e  a v a i l a b l e  i n d i c a t e  a s t a l i c  growth s i t u a t i o n ,  
as economic expansion i s  o f f s e t  by populat ion growth. Many 
people  a r e  ou t s i de  t h e  money economy. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 

FY 1961 0.1 

Alliance fci R a g r e ~ G r ~ n t s  

I Alliance t Pmgress Grants 

PROPOSED PROGRAM 
I (Millions of Dol lors) 

The government ha s  t r a d i t i o n a l l y  m n  a l a r g e  d e f i c i t  i n  i t s  
budget and ba lance  of  payments. Government expendi tures  o f  
$7 m i l l i o n  p e r  yea r  a r e  p a r t l y  f inanced by revenue o f  $4 
mi l l i on .  The d e f i c i t  i s  made up by U.K. g r an t s  and loans .  
The ch i e f  source of  government revenue i s  import d u t i e s .  

Self-Help and S o c i a l  Reform 

The counsry had a development p lan ,  now no longer  app l i c ab l e  
due t o  t h e  r e c e n t  hu r r i c ane .  This  p l an  was l a r g e l y  f inanced  
by U.K.  g r an t s .  I t  may be  some t ime before  B r i t i s h  Honduras 
i s  a b l e  t o  produce a p l a n  t o  meet t h e  new s i t u a t i o n .  Future  
planning w i l l  no doubi, be  based on t h e  survey r ecen t l y  com- 
p l e t e d  by a G.K. survey mission and a U.N. study.  The U.K. 
mission,  a f t e r  a visiru of  s eve ra l  weeks, assessed  t h e  danage 
and w i l l  recommend s t e p s  t o  be taken Tor r e h a b i l i t a t i o n  and 
Suture  development. The U . 3 .  has  a ~ r e e d  to undertake an 
economic s tudy t o  begin i n  Harch, 1962. 



-?a 
Country, BRITISH HONDURAS 

U.S.  Assistance Strategy 

In  the  short  run, U.S. ,assistance s t ra tegy w i l l  continue to help 
Br i t i sh  Honduras overcome the e f fec t s  of t h e  recent hurricane 
within reasonable limits. The U.S. w i l l  not assume the primary 
Br i t i sh  responsibili ty,  but w i l l  supplement U.K. e f f o r t s  toward 
rehabi l i ta t ion,  i n  order toohe lp  maintain a democratic and 
fr iendly neighboring t e r r i t o r y  and prevent serious unrest o r  in- 
s t a b i l i t y ,  and protect  U.S. pr ivate  investment. In the  current 
country s i tuat ion,  the  short term prospects of rapid economic 
and social  improvement a r e  dim due t o  the  hurricane's disastrous 
e f fec t ,  and the continuing problem of Br i t i sh  Honduras' meager 
resources. 

Looking t o  the  future ,  U.S. a id  s t ra tegy w i l l  be to help Bri t ish  
Honduras develop ins t i tu t ions  and s k i l l s  needed i n  the  country's 
development so t h a t  when and i f  independence i s  attained, the  
country w i l l  be b e t t e r  prepared f o r  it. 

The U.K. w i l l  remain the  chief source of external resources. 
Some ass is tance from the United Nations may be received. The 
Peace Corps has sent a representative t o  Br i t i sh  Honduras t o  
develop a program directed t o  improve teacher t ra ining and voca- 
t i o n a l  and secondary education. 

Proposed AID Program f o r  FY 1963 

Due t o  the  hurricane d i sas te r  and the f a c t s  tha t  i t s  f u l l  e f fec t  
oa. the  economy and the development plan have not been assessed, 
we pmpose t o  project  the  program on the  bas i s  of l a s t  year ' s  
funding level .  

FINANCIAL DATA - 
. AGENCY FOR INTlL DEVELOPHENT TOTAL... 

Obllgatione and Codtments 
(millions o f  dollars & dollar equiv.) 

Alliance for Progress: .......... Loans (DLF prior to 1962) ............ I.D.B. Trust hud h a m  ........ Grants (T.C. prior to 1961) 
Supporting AS&. (DS/SA prior to 1961) 
0 t h e r . W  Economic................... 

FOOD FOR PEACE (P.L. 4801 ................ T i t l e  I, Country Uses 
(Sales Agreement a). ................. 

Tit le  IX..,.......................... 
Tit le  LII............................ 
Tit le  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

FY 
1956-1961 

............ EX-IM BANK MNGTERM LOANS. 

IT 
1961 

OTHEIt U.S.. ECONOMIC PROCRAW........... 

MILITARY ASSISTAEE (Programs) 
M.A.P. . Grant Aid.... . . . . . . . . . . . . . . .  
M.A.P. - Credit Assistance.. ......... 
Non-M.A.P. W t a q  Assistance....... 

ASSISTANCE FROM INTlL AGEXIES 
UN Tech.Assist.-CY ending in  F Y . . . . . .  

m m  FRFE WORLD ASSISTANCX 
United Kingdom ....................... 

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

U.S. DOLLAR LOAN REPAYMENT............. 

a / ~ u l ~  - ~ e c .  1961. 
Less than $50,000. 



Cou niry: BRITISH HONDURAS GENERAL E C O N O M I C  D A T A  

BASIC DATA 

. . .  . . .  

Unit HONDURAS (UNDEY. A R E A S  

lRFA & POPULATION 

................ Area 1000 sq.mi. 8.9 xxx 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

LGRICULTITRAL LAND 

$ of Tota l  Area ..... 
Per Capita .......... 

WWER PER CAPITA ...... 

DUCATION 

....... Literacy Rate 

Pupils  a s  $ of Pop. . 
(prim. & Sec.)  ..... 

Pupils  p e r  Teacher 
(prim. only) ....... 

lEALTH 

L i f e  Expectancy ..... 
People p e r  Doctor ... 

M i l .  

k 
NO. 

k 
Acres 

KWH/yr 

$ 

k 

No. 

Y r s  . 
No. 

GROGS NATICNAL PRODUCT * ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

..... RGRIClTLTURBZ, PRODUCTION INDEX - TOTAL.. 
Index Per Capita .......................... 
Grapefruit and Oranges ................... 

..................... FISH AND IDBSTER CATCH 

COST OF LIVING INDEX ( ~ e l i z e J , .  ............. 
FOREIGN TRADE . ................... Total  Ekports (f o. b. ) 

Timber and Logs ........................ 
Total  Imports (c. i . f .  ) ................... 

Trade Balance ....................... 
Trade with United S ta t e s  ( U . S .  data): 

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

Unit 

$ Millions 
Dollars 
Percent 

1952- 54=l00 
11 

1,000 m 
I t  

1956=100 

$ Millions 
I1 

I ,  

11 

$ Millions 
11 

GOLD & FOREIGN EXCHANGE (end of year) 
11 ...... 

CENTRAL GOVERNMENT FINANCES* FY ending Dec. 31 

................................ Tot.al Expenditures 
(Defense Expenditures) ....................... 

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

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants ?C ~ o a n s )  .... 
Remaining Def ic i t  ( - )  o r  Surplus (+) .............. 

Calendar Years 

1959 1960 1961 Est .  

Million Dollar Equivalents - 
1959 1%0 (Bud) 1961 ( ~ u d )  

+ - Converted a t  $1.4 B.H. per U S .  $. 
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ALLIANCE FOR PROGRESS I N  THE EAST CHRIBBEAN 
+a' 

The Eestern Caribbean area  includes the nine Bri t ish  island t e r -  
r i t o r i e s  s t ra teg ica l ly  located and s~r r tc l r i f ig  fr% St, L l t t s  m-? 
Nevis i n  the north through Trinidad i n  the south. The popula- 
t i o n  of the  islands i s  s l igh t ly  more than 1.5 million. 

These is lands of the Eastern Caribbean are of importance t o  the 
United States  due t o  the presence of mil i tary f a c i l i t i e s  there.  

The major soc ia l  and economic problems these islands face must 
be considered against t h e i r  current individual evolution and i n  
l i g h t  of the changing p o l i t i c a l  and economic climate of the 
troubled Caribbean and the Western Hemisphere. 

Significant s t a t i s t i c s ,  with comparisons t o  the United States,  
t e l l  p a r t  of the story: 

East Caribbean United States 
(Trinidad & 
Tobago only) 

Per Capita GNP $574 $2,800 
Calories per day per Capita NA 3,220 
Infant  Mortality (deaths 

p r io r  t o  age one per 1,000 
l i v e  b i r t h s )  113 26 

Life  Expectancy 61 yrs .  70 ~ r s  
Literacy 745 9870 
Rate of Population Growth 2 & 1-7'% 
Cost of Living Index 

(1953 = 100) 121 112 

Gross National Product (GNP) ranges from approximately $574 i n  
Trinidad t o  $140 i n  Monserrat. 

Trinidad w i l l  probably obtain independence late t h i s  calendar 
year. Barbados appears t o  want t o  join the smaller islands i n  a 
"Li t t l e  Federation." The possibilities are favorable tha t  the 
two larger  islands can become self-sustaining. The p o l i t i c a l  
future  of the  Windward and Leewad Islands has not been f i n a l l y  
decided, b u t t h e  chances 6f t h e i r  becoming economically sel f -  
sustaining are remote. 

P o l i t i c a l  pa r t i es  i n  the Eastern Caribbean are generally demo- 
c ra t i c ,  and pro-Western. Communism has not made s ignif icant  in- 
roads i n  the  islands,  but  conditions favoring Communist act iv-  
i t i e s  a r e  ce r ta in ly  present.  The f a c t  t h a t  the Communist move- 
ment i s  well organized i n  the neighboring French islands of 

Martinique and Guadeloupe should not be overlooked. Two-party 
systems e x i s t  i n  all the English-speaking islands, with loose 
inter-island confederations based Gii Lkc. t r&c  .t?l on associa- 
t ions .  The dominant p o l i t i c a l  figure i n  Trinidad i s  the Premier, 
Er ic  Williams. While pro-Western i n  outlook, he hss not hesi- 
t a ted  t o  bargain forceful ly  with the United States  and the United 
Kingdom using every pretext  o r  opportunity i n  order t o  obtain 
additional money f o r  the development of h i s  island. 

Although the pace of economic development has varied throughout 
the area, cer ta in  storm signals are  flying. Dependency upon 
the United Kingdom f o r  budget support and development expendi- 
tu res  i s  high i n  the smaller islands where increases i n  banana 
production and tourism have had l i t t l e  more than a marginal e f -  
f e c t  upon the economy. Although economic data i s  unreliable 
and d i f f i c u l t  t o  obtain i n  the sroaller islands,  it would appear 
t h a t  the unfavorable balance of trade i n  those areas presents a 
serious and continuing problem. Finally,  a t tent ion should be 
paid t o  the  increasing impact of the European Common Market on 
the  area's continuing a b i l i t y  t o  s e l l  t o  the United Kingdom and 
t o  Western Europe. England's par t ic ipat ion i n  the Common Market 
may a l t e r  the t r a d i t i o n a l  Commonwealth and Colonial preference 
systems which favored the  area's trade with the United Kingdom. 

Primary education i s  f r e e  and re la t ive ly  widespread i n  the West 
Indies.  But untrained teachers, mainly graduates of primary 
~ c h o o l s ,  are  the rule  on the smaller islands.  Adequate second- 
ary education f a c i l i t i e s  are lacking i n  the small islands.  More 
important, vocational o r  trade school opportunities are  every- 
where insuff ic ient .  In  sp i te  of recent e f f o r t s  towards more vo- 
cational education, the vas t  mejority of students in the Eastern 
Caribbean enter  the labor market with no s k i l l e  o r  trade t o  earn 
a l iv ing and no preparation t o  par t ic ipate  i n  the modernization 
of t h e i r  respective is land societ ies .  

The economic growth of the smaller islands of the Eastern Carib- 
bean has been hampered by t h e i r  s ize  and insu la r i ty .  The hope 
f o r  l imited v i a b i l i t y  of these islands r e s t s  on agriculture,  
small and medium-sized industry and tourism. Because of growing 
population pressures and without transportation t o  open up new 
lands, markets, and recreat ion areas, there i s  l i t t l e  chance f o r  
t h e i r  economies t o  expand. 



The Eastern Caribbean area  i s  considered t o  consis t  of the nine 
Br i t i sh  u n i t  t e r r i t o r i e s  s t re tching from St .  Ki t t s  and Nevis i n  
the north through Trinidad i n  the south. The population of the 
islands i s  s l i g h t l y  more than 1.5 million, with a l i t e racy  ra te  
of approximately $574 i n  Trinidad t o  $140 min Montserrat. 

Trinidad may obtain independence during t h i s  calendar year. 
Barbados appears t o  want to join the smaller islands in  a l i t t l e  
Federation. The p o s s i b i l i t i e s  are  favorable that Trinidad can 
become self  -sustaining; the outlook is  less  promising f o r  Ba r -  
bados. The p o l i t i c a l  future  of the  Windward and Leeward Islands 
has not been f i n a l l y  decided, but the chances of t h e i r  becoming 
economically sel f  -sustaining i n  the near future  are remote. 

The primary U.S. i n t e r e s t  i s  the s t ra teg ic  one of retention, un- 
der favorable conditions, of our mil i tary base r igh t s  i n  Trini- 
dad, Barbados, Antigua, and St .  Lucia, f o r  a s  long a s  such r ights  
a f f e c t  our secur i ty .  The United States  i s  a l so  interes ted i n  in- 
suring the p o l i t i c a l  s t a b i l i t y  of the newly emerging nation o r  
nations i n  t h i s  area  and believes t h a t  such s t a b i l i t y  w i l l  be 
promoted by economic v iab i l i ty .  

Country Background 

Histor ical ly  the economies of the islands of the Eastern Carib- 
bean have been based on agriculture.  I n  recent years o i l  pro- 
duction and ref ining have become dominant i n  the  domestic econorqy 
of Trinidad. I n  Barbados and Antigua, tourism has been taking on 
increasing importance, and e f f o r t s  are being made t o  develop the 
t o u r i s t  and recreational potent ia l  of tbe other un i t s .  

The pace of development has varied throughout the area.  Trinidad 
has advanced the most rapidly and has re la t ive ly  modern f a c i l -  
i t i e s .  From 1951 t o  1961 Trinidad's per capi ta  GNP increased 
about 50$, t o  nearly $580. Barbados has a slower gain, with a 
per  capi ta  GNP r i s e  of 25s between 1954 and 1960, t o  $300. The 
Windward and Leeward Islands1 per capi ta  GNP rose 1% t o  $199 i n  
the period 1956-1959. Trinidad's progress i s  due i n  large par t  
t o  foreign cap i ta l ,  including sizeable U.S.  investments i n  re- 
f i n i n g ,  chemical f e r t i l i z e r s ,  and bauxite trans-shipwnt f a c i l -  
i t i e s .  The Barbados increase i s  due t o  a se r ies  of good sugar 
crops, together with loca l  development e f f o r t s  aimed a t  divers i -  
f i ca t ion .  Increased banana production i n  the  Windward Islands 
and tourism i n  Antigua have been insuff ic ient  t o  overtome the 
problems of isola t ion,  a low economic base, and dependence upon 
United Kingdom and other outside economic a id .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollors) 

FY 1961 .6 
All~ancc for Roprnr Gronts 

PROPOSED PROGRAM 
(Millions of Dollors) 

FY 1963 
M m n q  (a Ropnts 

Gronts 

Trinidad and Barbados have f a i r l y  comprehensive f ive-year de- 
velopment plans, both of which a re  i n  process of revision. The 
smaller t e r r i t o r i e s  have l e s s  sophisticated plans which i n  some 
cases are merely l i s t i n g s  of desired projects .  

The economic growth of the smaller islands of the Eastern Carib- 
bean has been hampered by t h e i r  s ize  and insu la r i ty .  The hope 
f o r  limited v i a b i l i t y  of these islands r e s t s  on agriculture,  
small and medium-sized industry and tourism. With growing popu- 
l a t ion  pressures and without transportation t o  open up new Lands, 
markets, and recreation areas,  there is l i t t l e  chance f o r  their 
economies t o  expand. 

Self -Help Measures 

Self-help throughout the  area  varies among the governments of 
the  area  and i s  conditioned by the f a c t  t h a t  these islands have 
not yet  obtained t h e i r  independence and t h a t  the ro le  of the  
United Kingdom is substant ia l .  Under the currently terminating 
five-year plan of Trinidad m d  Tobago major emphasis has been 
on employmnt, with apparently secondary concern t h a t  work proj- 
e c t s  be directed toward long-range economic development . 



U.S. Assistance Strategy 

The prirm-y g ~ a l  of 3.S. assisthnce i n  area i s  t o  maiiltain 
the  U.S. presence i n  defense areas under mutually acceptable con- 
d i t i o n s .  This involves ful f i l lment  of U.S. cormnitments re la ted 
t o  defense ins ta l l a t ions ,  but  there  remains some disagreement as 
t o  the exact  extent  of these commitments. When the West Indies 
defense talks were held i n  l a t e  1960 and early 1961, U.S. repre- 
senta t ives  obtained an agreement which the United Sta tes  in te r -  
p r e t s  as l imit ing such commitments t o  specific projects ,  whose 
t o t a l  cos t  over a two-three period i s  currently estimated by the  
United S ta tes  at  $20 mill ion. This appraisal  has not been ac- 
cepted by the  loca l  government which desi res  f u l l  f imnc ing  of 
both foreign exchange and loca l  costs  of the projects  to ta l ing  
roughly $50 t o  $75 mill ion. Regardless of the ult imate evolu- 
ttol? of the  srea'a p o l i t t c a l  orgairization, the United S t ~ t e . 5  i n  
i t s  ass is tance program must a c t  t o  avoid endangering our in te r -  
e s t  i n  the  re tent ion of defense f a c i l i t i e s  on Trinidad, Barbados, 
and Antigua, p lus  a stand-by base on St .  Lucia. 

Uncertainty regarding the future  const i tu t ional  organization of 
the  smaller i s lands  makes it d i f f i c u l t  t o  define the nature of 
future  ass is tance by the United Kingdom, the pr incipal  source of 
ex te rna l  governmental assistance; it i s  assumed t h a t  t h i s  as- 
s is tance.  ~ e r h a ~ s  with some Canadian a id .  w i l l  continue a t  a 
t o t a l  1e;ei of ~pproximately $11 million'annually, most of it 
going t o  the  Windward and Leeward Islands. 

I f  the  United Sta tes  i s  successful i n  channeling i t s  Supporting 
Assistance i n t o  projects  oriented to economic and socia l  develop- 
ment goals,  it should be possible t o  keep grant assistance from 
U.S. public funds t o  a minimum during the next few years, sub- 
j e c t  t o  a sa t i s fac to ry  understanding on base commitments. 

Proposed AID Program f o r  Fi 1963 

I n  order t o  maintain our defense f a c i l i t i e s  $6 mill ion i n  sup- 
por t ing ass is tance i s  proposed. 

Engineering f o r  Port  of Spain Harbor - $3,000,000. Funds w i l l  be 
used f o r  engineering studies,  plans, specifications,  f e a s i b i l i t y  
and economic jus t i f i ca t ion  t o  enable the government t o  obtain 
loans f o r  'the physical improvement of the  harbor. 

Chagmxamas Road - $370,000. The funding proposed i s  f o r  the o f f -  
shore procurement requirement f o r  a f our-mile-f our-lane highway 
t o  re l i eve  congestion on the Port  of Spain-Chaguuaramas Road. 

Trinidad Railway - $630,000. Within the l i m i t  of funds it i s  
proposed t o  replace obsolete or  uneconomic ro l l ing  stock, some 
; L-L abmg : to 1976, t i ~ e l r b y  ~~educi r ig  r t u ~ r u a u  m ~ n w r ~ a n c e  ana 

operating costs .  

Engineering f o r  Deep Water Harbor, Antigua - $500,000. This 
project  provides f o r  the  desi@;n, specif icat ion f e a s i b i l i t y ,  e t c .  
t o  enable the Government of nnt igG t o  apply f o r  a loan f b r  the 
construction of the  harbor. 

I l l u s t r a t i v e  Defense n rea  Projects f o r  the Windward and Leeward 
Islands - $1,200,000. I l l u s t r a t i v e  projects  include a sewerage 
system f o r  S t .  Johns, Antigua, education f a c i l i t i e s ,  Antigua, 
p rac t i ca l  t ra ining f a c i l i t i e s ,  S t .  Lucia, and agr icu l tu ra l  c red i t ,  
S t .  Lucia. 

Development grant a c t i v i t i e s  t o t a l  $1.4 mill ion and w i l l  be 
aimed a t  providing p r a c t i c a l  educational t ra ining,  improving the 
f a c i l i t i e s  of the  Trinidad Branch of the University College of 
the  West Indies,  general agr icul ture  and general support. 

The proposed progrem i s  s t i l l  bas ical ly  oriented t o  mil i tary  
f a c i l i t y  commitments. 

To date,  more than 400 par t ic ipants  i n  various vocational f i e l d s  
have been t ra ined i n  the  United Sta tes  and Puerto Rico and most 
of these a re  usefully employed i n  development e f f o r t s  through- 
out the West Indies.  I n  addition, large numbers have been given 
on-the-job t ra ining.  I n  furtherance of educational objectives, 
we have helped t o  equip the f i v e  science laborator ies  of the  
University College of the  West Indies and are  attempting t o  as- 
sist  the Government of Trinidad and Tobago t o  es tab l i sh  an A g r i -  
cu l tu ra l  Engineering and Liberal  & t s  branch in Trinidad. We 
have been working with the  u n i t  governments t o  es tab l i sh  a teach- 
e r  t r a in ing  school t o  service the Windward Is lands  by upgrading 
and b e t t e r  qualifying t h e  present teaching personnel and by 
t ra in ing  new ins t ruc to r s .  Indus t r i a l  A r t  wings and equipment 
have been established i n  f i v e  secondary schools of the Unit Ter- 
r i t o r i e s .  A t rade t r a in ing  school w a s  created u t i l i z i n g  ex i s t -  
ing buildings at the U.S. Navy Base, Chaguaramas, Trinidad, and 
graduates a re  contributing t o  loca l  production. By March 1963, 
it i s  expected t h a t  1,000 men w i l l  have been t ra ined in  various 
trades,  a l l ev ia t ing  some of the c r i t i c a l  manpower shortage i n  
Trinidad. 



I n  S t .  Lucia a major cooperative e f f o r t  i s  being made t o  elevate 
t h i s  depressed area .  Farm t o  market roads are  being constructed; 
modern s o i l  conservation pract ices  and gravity flow i r r iga t ion  
are  being introduced; l ivestock improvement programs emphasizing 
poultry and swine have been inaugurated; cold storage, slaughter- 
house and a feed m i l l  are being erected; a s i t e  has been acquired 
and preliminary plans approved f o r  a comprehensive secondary 
school ( the  f i r s t  public secondary school on the island).  

- . AGENCY FOR Wl"L DEVELOF'MENT 'IWl'AL.. 

FINANCIAL DATA - 
Alliance for  Progress: ......... b a n s  (DLF prior to 1962). 

I.D.B. Trust Fund bans............ ....... Grants (T,c. pr ior  t o  1961). 
Supporting A~B~.(DS/SA prior to 1961) 
Other M S  Economic................... 

Obligations and Conunitments 
(millions of  cb l l a ra  & dol lar  equiv.) 

FOOD FOR PEACE (P.L. 4801 
Ti t l e  I, Country Uses................ 

(Sales Agreement 6). ................. 
Ti t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

............ EX-IM BANK LONGTERM LOANS. 

FY 
1959-1961 

MILITARY ASSISTAEE (Pmgram sl 
M.A.P. - Grant Aid................... 
M.A.P. - C r e d i t  Assistance ........... 
Non-M.A.P. Military Assistance ....... 

ASSISTAKE FROM INTfL AGFMCIES 
. IBRD World Bank.. . . . . . . . . . . . . . . . . .  

UN Tech. A s s i s t .  -CY ending in  M. ... 
LJN Special Fund.. ................... 

FY 
1961 

(YTHER FREE WORLD ASSISTANCE 
....... United Kingdom and Canada.... 

FY 
1962 

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

U.S. DOLLAR LOAN REPAYMENTS........... 

July-Dec. 1961. 



Country: EAST CARIBBEAN (TRINIDAD and TOBAGO Only) GENERAL ECONOMIC DATA 

BASIC DATA 
Calendar Years 

1961 Est. U n i t  

$ Millions 
Dollars 
Percent 

GFiCEiS fiATIWL XIiiiDUCT* ............... Total GNP (in 1960 Prices) 
Per Capita ONP ........................... 
Investment a s  Percent of GNP ............. 

Area ................ 1000 sq.mi. 2.0 xxx AGRICULTURAL PRODUCTION INDEX - TUl'AL....... 
Index Per Capita ......................... 
Citrus f r u i t  ............................. ... Population (1961) MI. 

Annual Growth ..... e 
Density per sq.mi. No. 

0.9 xxx 

2.8 2.4 

h2? 40 COST OF LrVING INDEX ....................... 
FOREIGN TRA3E ................... Total Ecportc (f .o.b. ) ..................... Petroleum products 

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

GRICULTURAL LAND 

$ of Total  Area ..... e 
Per Capita .......... Acres 

Trade with United S ta tes  (U.S. data):  

Exports t o  U.S. (f .0.b.)  ............ .......... Imports from U.S. (f.o.b.1 
$ Millions II 

'Om PER CAPITA ...... KWB/Y~  

DUCATION 

Literacy Rate ....... $ 

Pupils a s  $ of Pop. 
  rim. t i  Sec. ) ..... $ 

Pupils per Teacher 
(Prim. only) ....... No. 

GOLD & FOREIGN EXCHANGE (end of year) 
11 ...... n.a. n.a. n.a. 

-Million Dollar Equivalents - 
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 PC Loans) .... 

IEALTII 

Life  Expectancy ..... Y r s .  

People per Doctor ... No. Remaining Defic i t  (-) o r  Surplus (+) .............. 

+ - Converted a t  $1.70 W3: per U.S. $. 
a - Revised. 





Jamaica  



J a m a i c a  



W .+, r .. &&,C THE AUIANCE FOR PROCRESS I N  JAMAICA 

Jamaica, largest  of the Br i t i sh  West Indies islands,  i s  90 miles 
due south of Cuba and 500 miles from Miami, and i s  close t o  the 
Lnlpcrrtsnt nissilc trsrkjnp: s ta t inns  l n c ~ t e d  on the Turks 
Islands,  which may become par t  of the new Jamaican nation. 
Jamaica w i l l  be the f i r s t  new nation i n  t h i s  hemisphere i n  half 
a century. I t s  population i s  1.6 million and increases a t  the 
r a t e  of 1.g~. Last September, Jamaicans voted t o  withdraw from 
the proposed West Indies Federation and go it alone as a 
Br i t i sh  Commonwealth nation. Total independence i s  scheduled 
f o r  ~ u g u s t  6 of t h i s  year. 

The following s ignif icant  s t a t i s t i c s  w i l l  a s s i s t  i n  visualizing 
ex i s t ing  conditions: 

Jamaica United States  

Per Capita GNP $ 433 $2,800 
Calories per day per capi ta  NA 3,220 
Infant mortality (deaths pr ior  t o  
age one per 1,000 l ive  b i r t h s )  N A 26 

Life expectancy NA 70 yrs .  
Literacy 72 % 
Rate of population growth 

98 % 
1.9 Z 1.7 % 

Cost of l iv ing index (1953 = 100) 121 112 

SubstanCard l iving conditions i n  the overpopulated urban slum 
areas and isolated r u r a l  areas, create major soc ia l  problems. 
Poor housing and lack of water and sanitary f a c i l i t i e s  are 
major factors  contributing t o  Jamaica' s social problems. 

The pr incipal  p o l i t i c a l  pa r t i es  are  Premier Norman Manley's 
Peoples National Party and S i r  Alexander Bustamente's Jamaica 
Labor Party.  Both are closely t i e d  t o  the forces i n  the  
is land 's  labor movement which led the struggle f o r  independence 
through three decades. General e lect ions  p i t t ing  the B u s t m n t e  
against the  Manley forces have been called for April  10. To 
date,  the issues have been more loca l  and individual is t ic  than 
internat ional  o r  ideological. Recently extremist groups with a 
tendency t o  organize loca l  p o l i t i c s  along rac i s t  l ines ,  bent on 
destroying the exis t ing social  harmony, have entered the f i e l d .  
More important, Conuriunist and pro-Castro propaganda a c t i v i t i e s  
have been stepped up i n  the  l a s t  year, primarily i n  the slum 
areas of the major c i t i e s .  But against these forces i s  arrayed 
a dedicated and honest cadre of c i v i l  servants, headed by a few 
highly competent leaders.  

Housing conditions i n  the crowded island of Jamaica are reflected 
i n  these depressed areas where the maloritv of the  island1 s 

Housing conditions i n  the crowded island of Jamaica are  re-  
f l ec ted  i n  these depressed areas where the majority of the 
i s l  m d l s  PODIII a t ion 1 ives  on R hare subsistence l eve l  in  c i t y  
slums or  country vi l lages ,  excluded from and unprepared t o  
par t ic ipate  i n  the i s l and ' s  indus t r i a l  econoqy. 

Although national income over recent years has been increasing 
a t  the ra te  of 8-1/&, dis t r ibut ion of wealth i s  not spread 
over a wide enough a rea  of the population. There a re  large 
masses of urban and r u r a l  poor who have not benefited from 
Jamaica's progress. 

Industry and agr icul ture  contribute equally t o  Jamaica's Gross 
National Product, followed closely by bauxite mining. Bauxite 

and sugar production have been dramatically boosted by over 
20qb i n  three years; new industr ies  o f f e r  about 7,000 new jobs 
a year. 

Although these improvements have taken place, indus t r i a l  ex- 
pansion has been only p a r t i a l l y  successful and w i l l  remain so 
u n t i l  Jamaica can bu i ld  a b e t t e r  t ra ined labor force.  Chronic 
unemployment i s  current ly  18-20qb of the  labor force.  The 
reasons f o r  t h i s  condition are quite clear:  population pres- 
sures which ou ts t r ip  a l l  e f f o r t s  t o  provide new employment and 
the lack of sk i l l ed  workers who can provide the specialized 
labor new investment c a p i t a l  seeks. For t h i s  reason, increased 
vocational and trade school opportunities are prominent i n  both 
the Government's planning and U.S. assistance programs. 

Self -Help and Social Ref o m  

National planning i n  Jamaica i s  carr ied out by the Central 
Planning Unit and reports  d i rec t ly  t o  the Premier. It aims 
d i rec t ly  a t  achieving necessary soc ia l  reforms and a sel f -  
sustaining leve l  of economic . The ta rge t  is  t o  in- 
crease national i~comr  by 7-$gwtAually and per capi ta  GNP 
by 5%. This 10-year plan i s  estimated t o  require $525 million 
i n  the public sector.  The Government of Jamaica w i l l  finance 
most of t h i s  but  estimates external assistance requirements t o  
the extent of approximately $15 million annually. Jamaica 
looks t o  her pr incipal  trading partners -- the United Kingdom, 
the United S ta tes  and Canada -- f o r  t h i s  external support. 

Important s t a r t s  have been made i n  agrarian reform, consurner 
and marketing co-ops, and urban and r u r a l  c red i t  unions. The 



THE ALLIANCE FOR PROGRESS I N  JAMAICA 

Governmnt has increased low-cost housing by 2,500 un i t s  a year 
over, the  last ten years and intends t o  double the f igure  i n  
the next ten,  M i n g  heavy use of the aided self-help pr inciple .  
Fi f teen percent of the nat ional  budget is  devoted t o  education, 
with new emphasis on vocational schools and youth t r a in ing  
camps, some of which have been b u i l t  from the ground up by the 

students themselves. Public health represents the 
Government's second l a r g e s t  expenditure, with $14 mill ion 
going annually t o  an island-wide program. 



Country: - JAMAICA 

Jamaica, the  f i r s t  new nation i n  over 50 years i n  t h i s  hemis- 
phere,  has a long t r a d i t i o n  of B r i t i s h  Parlimentary Democracy. 
T h r r ~  .qrr h e a w  U.S.  investment.^ i n  h n ~ ~ x i t , ?  and t .ni irlsm. 

Depressed s o c i a l  condit ions i n  c e r t a i n  areas can e a s i l y  be ex- 
p l o i t e d  by ext remis ts  of the  r i g h t  o r  l e f t .  

Country Background 

The p r i n c i p a l  p o l i t i c a l  p a r t i e s  a r e  Premier Norman Ihn ley ' s  
Peoples National Par ty  and S i r  Alexander Bustamente's Jamaica 
Labor Party.  Both are  c lose ly  t i e d  t o  the  fo rces  i n  the  
i s l a n d ' s  labor movement which l e d  the  struggle f o r  independence 
through th ree  decades. General e lec t ions ,  p i t t i r ig  thc  h s t a n e c t e  
f o r c e s  agains t  t he  Manley par ty ,  have been ca l l ed  f o r  Apr i l  10.  
To d a t e ,  t he  i s sues  have been more loca l  and i n d i v i d u a l i s t i c  than 
i n t e r n a t i o n a l  o r  ideologica l .  Recently extremist  groups with a 
tendency t o  organize l o c a l  p o l i t i c s  along r a c i a l  l i n e s ,  bent  on 
des t roying t h e  e x i s t i n g  s o c i a l  harmony, have entered  the  f i e l d .  
More important, Communists and pro-Castro propaganda a c t i v i t i e s  
have been stepped up i n  the l a s t  year,  primarily i n  the  slum 
areas  of t he  major c i t i e s .  But agains t  these fo rces  i s  arrayed 
a dedicated and honest cadre of c i v i l  servants,  headed by a few 
highly competent leaders .  

Rousing condit ions i n  the crowded is land of Jamaica a re  ref lec ted .  
i n  the  slum a reas  of Kingston. A l a rge  number of t h e  i s land 's  
people l i v e  on a bare subsistence l eve l  i n  c i t y  slums o r  country 
v i l l a g e s ,  excluded from and unprepared t o  pa r t i c ipa t e  i n  t h e  
i s l a n d ' s  i n d u s t r i a l  econow. 

Although na t iona l  income over recent  years has been increasing a t  
the  r a t e  of 8-1/@, d i s t r ibu t ion  of wealth i s  not  spread over a 
wide enough a r e a  of the  population. There are  l a rge  masses of 
urban and r u r a l  poor who have not bsnefi ted from t h i s  
p rospe r i ty .  

Indus t ry  ard zg r i cu l tu re  cont r ibute  equally t c  J a n a i c a r s  Gross 
I iat ional  lJroduct (GKP) , followed c lose ly  by bauxite ,-.icing. Baux- 
it,e and sugar production have been dramatically boosted by ovar 20% 
i n  t h r e e  years;  new indus t r i e s  o f f e r  abcut 7,000 new jobs a year. 

Although these improvements have taken place, i n d u s t r i a l  ex- 
pansion has been only p a r t i a l l y  successful-and w i l l  remain so un- 
til Jamaica can bu i ld  a b e t t e r  t r a ined  labor f o r c e .  For t h i s  
reason, increased vocational  and t rade  school oppor tuni t ies  are  
prominent i n  both the  Government's p l ann iw  and U.S. ass is tance  
programs. 

PRIOR and CURRENT PROGRAMS 
(Millmns of Dollars) 

I 

PROPOSED PROGRAM 
(Millions of Dollars) 

FY 1963 1.0 

Alllance lor Prqress Gronts 

Self-Help and Soc ia l  Reform 

National planning i n  Jamaica i s  ca r r i ed  ou t  by the Centra l  
Planning Unit and r epor t s  d i r e c t l y  t o  the  Premier. It aims 
d i r e c t l y  a t  achieving necessary s o c i a l  reforms and s e l f -  
sus ta in ing l e v e l  of economic growth. The t a r g e t  i s  t o  in-  
crease na t iona l  income by 7-1/& annually and per  cap i t a  GNP by 
5$. This  10-year plan is  est imated t o  requi re  $525 mi l l ion  i n  
the public s ec to r .  The Government of Jamaica w i l l  f inance most 
of t h i s  bu t  w i l l  requi re  ex te rna l  ass is tance  t o  the  extent  of 
approximately $15 mi l l i on  annually. Jamaica looks t o  her  
p r inc ipa l  t r ad ing  pa r tne r s  -- t he  United Kingdom, the United 
S ta t e s  and Canada -- f o r  t h i s  ex te rna l  support .  I n  carrying 
out  the  revised  10-year plan, the  Government i s  r e ly ing  
l a rge ly  on p r iva t e  e n t e r p r i s e  t o  provide i r ~ d u s t r i a l  c a p i t a l .  
Foreign c a p i t a l  investment i s  ac t ive ly  welcomed; l o c a l  inves t -  
ment i s  a l s o  encouraged. U.S. investment i s  considerable and 
Jamaica's t o u r i s t  indus t ry  i s  continuing i t s  e f f o r t s  t o  in-  
crease the  already considerable numbers of U.S. t o u r i s t s  now 
v i s i t i n g  Jamaica the  year  round. 

Tax incent ives  have been passed, such as the  Pioneer 
Indus t r i e s  Law, I n d u s t r i a l  Incentive Law, the  Export Indus t r i e s  



Encouragement Law, and the International Business Companies Law. 
The Government plans periodic review of these and other laws t o  
see i f  additional l eg i s la t ion  i s  required t o  increase the r a t e  of 
cap i ta l  investment. The Government a l so  hes in .exis tence i n s t i -  
tu t ions  such as  the  Jamaica Indus t r i a l  Development Corporation, 
the  Jamaica Manufacturer's Association, and the Jamaican Bank, 
whose aim di rec t ly  and indirect ly  i s  t o  f o s t e r  indus t r i a l  ex- 
pansion through c red i t s .  The lack of an ins t i tu t ion  capable of 
adequately extending t o  small and medium size  enterpr ise  loans 
ranging from $3,000 t o  $15,000 seems t o  be one major deficiency. 
Anticipated funding f o r  the  10-year plan may f a l l  short  of 
requirements i n  sp i te  of possible increased contributions by the 
United Kingdom, Canada and other Free World' sources. 

The Government i s  aware of the necessity of self-help not only t o  
secure external assistance but i n  order t o  achieve t h e i r  10-year 
plan goals. Income tax  ra tes  range from @ f o r  incomes of $560 
t o  37$ on earnings above $2,800. The tax on corporation prof i t s  
i s  w. There i s  an effect ive Central Planning Unit. The 
Government i s  dedicated, w i t h  a well-organized c i v i l  service.  It 
i s  moving cautiously toward changes i n  land dis t r ibut ion because 
of the  l imited land available and the inefficiency of the  
is land 's  many small two-acre farms. On the other hand, it in- 
tends t o  increase effect ive agr icul tural  c red i t  ins t i tu t ions  and 
extension services.  Legislation has been prepared f o r  an A l l -  
Island Water Authority and f o r  c red i t  ins t i tu t ions  t o  encourage 
the building of both r u r a l  and urban housing. 

U.S. Assistance Strategy 

We plan t o  continue with the  Governments of Jamaica, United 
Kingdom, and Canada in support of the  development of Jamaica 
with loans and grant assistance aimed a t  a l l ev ia t ing  i n  par t ic-  
ular the soc ia l  problems of housing, inadequate water supply and 
sub-standard school equipment and f a c i l i t i e s .  We would fur ther  
expect the  continuation of the several self-help measures which 
Jamaicans have undertaken already. 

Proposed AID Program f o r  FY 1963 

(1)  Low-Cost Housing -- In  meeting the  goal of 10,000 housing 
un i t s  a year it i s  estimated t h a t  private i n i t i a t i v e  w i l l  provide 
over 5,00, units;  GaT funds w i l l  provide 3,700 r u r a l  uni ts .  A 
proposed loan would provide an additional 1,500 un i t s .  

construction and/or renovation and improvemnt of over 60 
water systems s e ~ i n g  approximately 200 communities. The 
project i s  expected t o  affect  160,000 people. Consideration 
w i l l  be given t o  a $3 million loan f o r  t h i s  purpose. Local 
contributions w i l l  equal $6.5 million. 

( 3 )  Expansion of Education -- A $600,000 Development Grant i s  
plannedto help expand three teacher t ra ining ins t i tu t ions  t o  
accommodate approximately 950 students. In  addition small 
Development Grant programs i n  heal th  and agriculture w i l l  be 
continued. 

Accomplishments and Chan~es 

The proposed program moves from a technical assistance program 
t o  a broader e f f o r t  aimed a t  supporting the country's top 
p r io r i ty  soc ia l  goals. Emphasis i s  placed on develoqment lend- 
ing supported by short-term consultants. 

Since the inception of the assistance program, par t ic ipant  
training has been s t ressed.  Over 150 returned psr t ic ipants  
have imparted t h e i r  newly acquired knowledge i n  varying de- 
grees t o  the  benef i t  of Jamaica. An outstanding example i s  the 
present Parlimentary Secretary t o  the Ministry of Agriculture 
and Lands. I n  1956, he was a Training and Education Officer 
who was selected f o r  a s i x  months' study v i s i t  t o  the United 
States,  Canada, and Puerto Rico. After his  r e t w n  he directed 
h i s  t a len t s  and knowledge t o  the formation of the Agricultural 
Development Program and was subsequently named to h i s  present 
position. He has publicly a t t es ted  t o  the value of h i s  t r a in -  
ing i n  helping him t o  plan and i n i t i a t e  h i s  program. 

(2) All-Island Water Supply -- This project  i s  the  second par t  
of the  seven-year program t o  provide safe and potable water t o  
&$ of the  population l iv ing  i n  r u r a l  communities through the 
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Surinam, a country of 55,000 square miles, i s  loca ted  o r  the  north- 
e a s t  coas t  of South America. The country i s  s t rongly  democratic 
=,-A -r--'Jesterl?. It has La2 k t z m c l  a:t2rAc!r:.; s lxee  155) i .  %ere -.A- r- - 
i s  a movement under way t o  seek l o c a l  control  over fore ign  a f f a i r s  
and more r ecen t ly  the  objec t ive  has become commonwealth s t a t u s .  
The envisioned p o l i t i c a l  r e l a t ionsh ip  with the Netherlands would 
be, then ,  an arrangement comparable t o  t h a t  between a commonwealth 
country and the  United Kingdom. 

Nationalism and pressures ;for g rea t e r  independence a r e  becoming 
c r i t i c a l  f ac to r s  i n  t h e  country. Because of the  North At l an t i c  
Treaty Organization (NATO) i n t e r e s t s ,  prejudice t o  United S ta t e s -  
Netherlands r e l a t ionsh ips  must be avoided. P o l i t i c a l l y ,  an 
independent Surinam adjacent  t o  B r i t i s h  Guiana, w i l l  be a p o t e n t i a l  
a l l y  i n  in t e rna t iona l  a f f a i r s  and a de ter rent  t o  Communism i n  the  
region.  

U.S. economic i n t e r e s t s  der ive  from the  f a c t  t h a t  Surinam is one of 
t h e  world's major sources of bauxite, i s  a receptive environment 
f o r  p r i v a t e  investment, i s  t he  current  loca t ion  of s i zab le  and 
expanding U.S. p r iva t e  investment, and is a growing market f o r  
U.S. expor ts .  

Country Background 

The population of Surinam, est imated a t  283,000 is  concentrated 
along t h e  coas t .  Li teracy  i s  est imated a t  75%. There i s  a low 
l e v e l  02 s k i l l s  and a shortage of t r a ined  manpower. 

A major p r iva t e  p ro jec t  cos t ing  an estimated $100 mi l l ion  is cur-  
r e n t l y  being undertaken by t h e  Aluminum Company of America (ALCOA) 
(u .s . ) .  Several  phases of t h i s  enormous project  have been com- 
p l e t ed .  It w i l l  eventually become a l a rge  hydroelectr ic ore-  
processing complex, requi r ing  roads, power l i nes ,  and o ther  
s e rv i ces ,  with a t o t a l  est imated value of $250 mi l l ion .  The proj -  
e c t  w i l l  provide employment and excess power f o r  i ndus t r i a l i za t ion .  
It w i l l  have a major e f f e c t  on the  economy and open up the  jungle 
i n t e r i o r s .  

The Gross National Product (GNP) i n  1960 prices is est imated a t  
$71 mi l l i on  and u n t i l  r ecen t ly  has been growing a t  a r a t e  of about 
6%. Per cap i t a  GNP i n  1960 p r i ces  is estimated a t  $251. Net 
annual growth of the  economy, taking 5% population growth i n t o  
account, i s  only 1%. A d e f i c i t  i n  t he  over-all balance of payments 
i s  o f f s e t  by s izable  fore ign  p r iva t e  investment and funds provided 
by the  Netherlands a s  a cont r ibut ion  f o r  t he  Ten-Year Plan. Invest-  
ment and saving a r e  very high. Government revenues a r e  increasing,  

PRIOR and CURRENT PROGRAMS 
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'hough not a s  f a s t  a s  expenditures, pr imar i ly  because of invest-  
ment i n  the  Plan. The government can, however, be expected t o  
maintain s t a b i l i t y .  

Self-Help and Socia l  Reform 

Surinam has no pressing t a x  o r  land reform problems. I n s t i t u t i o n s  
a r e  s t a b l e .  The country has r ecen t ly  enacted investment incentive 
l e g i s l a t i o n ,  and is i n  t h e  process of e s t ab l i sh ing  an I n d u s t r i a l  
Development Foundation. Contributions t o  development a r e  s i zab le .  
The Government plans t o  e s t a b l i s h  the  following agencies : 
National Housing and Water Author i t ies ;  an Agr icul tura l  Credit  
Bank and an Agr icul tura l  Extension o f f i c e .  

Surinam i s  operating under a plan f o r  development (1954-1969) 
which c a l l s  f o r  expenditures of $111 mil l ion .  Surinam provides 
one- th i rd  of t h e  f inancing from domestic revenues. The remainder, 
t o  be provided by the  Netherlands, is equal ly  divided between 
grant  and loan funds. Surinam has t o  da te  followed t h i s  bas i ca l ly  
well-designed p lan .  There have been major accomplishments i n  a l l  
f i e l d s ,  e spec ia l ly  i n  t r anspor t a t ion  and ag r i cu l tu re .  A major 
operation t o  open up t h e  i n t e r i o r  f o r  explora t ion  (Operation 
Grasshopper) has been under way f o r  some time. The r e s u l t  has 



FINANCIAL DATA - 
been t h a t  s eve ra l  a i r  f i e l d s  i n  the  vas t ,  remote i n t e r i o r  have 
been constructed and many a reas  opened up f o r  in tens ive  explora- 
t i o n s  and fu tu re  se t t lement .  An a e r i a l  mapping and gravimetric 
survey has ju s t  been completed. As a r e s u l t  geologic explora t ion  
has been in t ens i f i ed .  

U .  S . Assistance S t r a t e u  

U.S. ass is tance  has the  general  objec t ives  of maintaining U.S. 
i d e n t i f i c a t i o n  with Surinam's developnental e f f o r t s ,  p a r t i c u l a r l y  
a s  nationalism grows s t ronger ;  of strengthening our cooperative 
r e l a t ionsh ip  with the  Netherlands by supplementing the  Dutch 
e f f o r t  t o  he lp  Surinam develop without usurping the  Netherlands' 
primary ro le ;  and of maintaining t h e  use of Zandery Fie ld ,  an 
in t e rcon t inen ta l  communications l i n k ,  .by MATS. 

The U.S. intends t o  support  s tud ie s  of those elements of t he  
Surinam development plan deal ing  with the  l o c a l  s ec to r .  This 
includes education, hea l th  (water), housing and ag r i cu l tu re .  

It i s  ant ic ipa ted  t h a t  t h e  Netherlands, t h e  p r inc ipa l  source of 
ex te rna l  f inancing f o r  t h e  country ' s  developmental e f f o r t ,  w i l l  
continue i n  t h i s  ro l e .  Technical a s s i s t ance  from t h e  United 
Nations is a l s o  expected t o  continue. 

Proposed AID Program f o r  FY 1961 

The $400,000 program i n  FY 1963 w i l l  be or iented  t o  s tud ie s  and 
a s s i s t ance  t o  develop p ro jec t s  f o r  ex te rna l  loan f inancing i n  the  
s o c i a l  s ec to r ,  including s tud ie s  looking t o  the  establishment of 
an Agr icul tura l  Credit Bank, cons t ruc t ion  of water systems, 
construction of classrooms, and a p i l o t  low-cost housing p ro jec t .  

Accomplishments and Changes 

Eight t echn ica l  a s s i s t ance  p ro jec t s  have been phased out  o r  a r e  
scheduled f o r  termination i n  the  current  f i s c a l  year .  The new 
program w i l l  be concentrated i n  s tud ie s  and ass is tance  i n  four  
sec tors :  ag r i cu l tu re ,  publ ic  heal th ,  housing and education. 

. . AGENCY FOR INT'L DEVELOPMENT TOTAL.. 

Obligations and Comitmenta 
(mill ions o f  d o l l a r s  & dollar equiv.) 

Alliance fo r  Progress: .......... Loans (DLF p r i o r  to 1962) 
I.D.B. Trust Fund Loam............ ........ Grants (T.c. p r i o r  t o  1961) 

Supporting Asst.(~s/SA p r i o r  to 1961) 
Other M§P Economic................... 

FOOD FOR PEACE (PA. 4801 
Ti t l e  I, Country Uses................ 

(Sales Agreement s) .................. 
Ti t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

FY 
1956-1961 

............ EX-PI BANK LOGTERM LOANS. 

OTHEt U.S. ECONOMIC PROCRAMS........... 

FY 
1961 

MILITARY ASSISTANCE (Programs1 
H.A.P. . G r d  Aid................... 
H.A.P. - Credit Assistance.. ......... 
Non4.A.P. U t a r y  Assistance....... 

FY 
1962 

ASSISTANCE FROn INT'L AI;ENCIES 
UN Tech. Assist.-CY ending i n  FY .... 
UN Special  Fund ..................... 

OTHER FREE WORLD ASSISWCE 
Netherlands ......................... 

........... SIN&SOVIET BLOC ASSISTANCE 

July-Dec . 1961. 

* Less than $50,000. 
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mNTRAT, &CH ECONOMIC INTEGRATION 

Guatemala Honduras 
E l  Salvador Nicaragua 

Costa Rica 

Despite po l i t i ca l  differences among the five countries in  the 
region, there i s  a large, growing and.vigorous movement through- 
out the region for  rapid economic integration. 

In  1823, two years a f t e r  achieving independence from Spain, the 
f ive countries of Central America joined together i n  a federated 
republic. By 1838, t h i s  union had fai led,  and the s ta tes  seceded 
and went the i r  separate ways. In  the succeeding years, numerous 
attempts were made t o  restore the ear l ie r  po l i t i ca l  union, but 
a l l  were f ru i t l e s s .  In the 1950's these effor ts  took the form 
of a movement toward economic integration and were rewarded by 
f ar-reaching acceptance, culminating in  1961 i n  the e s t a b l i s h n t  
of a comon market among a l l  of the countries except Costa Rica. 

The population of the region i s  11.3 million and ranges from 3.9 
million in  Guatemala t o  1.2 million in Costa Rica. The range of 
estimated per capita Gross National Product (GNP) i s  from $180 
per year in E l  Salvador t o  $335 in  Costa Rica and averages $203 
fo r  the region. 

The economies of a l l  the countries are primarily agricultural,  
and t he i r  foreign exchange earnings depend in large measure on 
one or  two crops. Thus Guatemala and Costa Rica depend chiefly 
on coffee and bananas, E l  Salvador and Nicaragua on coffee and 
cotton and Honduras on bananas. The prices of such crops on the 
world market have declined over the past few years. 

The bulk of the external trade of a l l  the countries i s  with the 
United States and t o  a lesser degree with western Europe and 
Japan. In recent years intra-regional trade, mainly foodstuffs 
and raw materials, has amounted t o  only about 5% of t o t a l  ex- 
te rna l  trade. 

The General Treaty f o r  Economic Integration was signed in Decem- 
ber 1960, by a l l  the countries except Costa Rica. It provides 
f o r  f ree movement of goods, capi tal  and people between the mem- 
ber s ta tes  within f ive years, and for  a common external t a r i f f .  
Common t a r i f f  nomenclature has been agreed upon, as have 9% of 
the items t o  be included i n  the common external t a r i f f .  Free 
trade i s  already taking place in  most c o m d i t i e s  between the 
three countries tha t  have r a t i f i ed  the treaty. The ra t i f ica t ion  
of Honduras i s  anticipated shortly and Costa Rica i s  expected t o  
adhere t o  the t rea ty  a f te r  the new administration takes office 
in  ~ a y  1962. 

PRIOR and CURRENT PROGRAMS 
(Milltons of Dollars) 

PROPOSED PROGRAM 
I (Millions of Dollars) 

In  May 1961 the Central xmerican Bank fo r  Economic Integration 
(C~~BEI) was established by all of the countries except Costa 
Rica. Each government contributed $2 million t o  the capi tal  of 
the Bank. The United States  has supported t h i s  Bank with a 
commitment fo r  $10 million. CHBEI w i l l  survey and invest in  
area infrastructure and industries of regional significance. 
I n  September 1961, CHBEI was given the additional responsibili ty 
for  operating a Central Umerican Clearing House. 

In  July 1961 a Secretar iat  fo r  the Common Market was established 
fo r  the purpose of developing regional economic pol icies .  

The Higher Council of Central Umerican Universities i s  currently 
pushing a program t o  develop coordinated specialization by the 
f ive Central American universities.  

I n  August 1961 the countries of the region committed themselves 
t o  coordinating the i r  development p h n s  under the Alliance for  
Progress. 



W i A  ECONOMIC INTEGRATION 

U.S. Aid Strategy 

A I D  w i l l  support programs and projects  leading t o  sound and 
rapid economic integration in  the conviction t h a t  it i s  through 
such an e f f o r t  to%expand the market area t h a t  industr ia l  growth 
i n  the countries of the  region can bes t  be expedited. 

A study i s  under way designed t o  ident i fy  the exis t ing a i d  proj- 
e c t s  which i n  the future can be most effect ively carr ied out on 
a regional basis .  Additionally, the study w i l l  ident i fy  poten- 
t i a l  projects which can bes t  be handled on a regional basis  by 
A I D  and those t h a t  can bes t  be handled through regional i n s t i t u -  
t ions .  

Planning by the governments w i l l  be encouraged on a regional 
basis .  Such projects  a s  textbook supply, census and cadastra l  
surveys w i l l  be considered on a regional basis .  

AID w i l l  e f fec t  an appropriate reorganization of i t s  f i e l d  mis- 
sions and i t s  Washington s taff  t o  r e f l e c t  the heightened concen- 
t ra t ion  on Central American economic integration and regional 
planning. 

Proposed A I D  Program f o r  FY 1963 

The following programs w i l l  be carr ied out with Central Amer- 
ican regional considerations predominant: 

Cadastral Surreys. Under the technical administrative guidance 
of the  Inter-nmerican Geodetic Survey (u.s. Corps of ~ n g i n e e r s )  
a regional program designed t o  obtain a uniform cadastra l  survey 
f o r  the Common Market area  w i l l  be undertaken. A single loan f o r  
equipment, surveying, and contracting f o r  a e r i a l  photograph w i l l  
be considered t o  finance the program i n  a l l  f ive  countries; A I D  
would reimburse the Corps of Engineers f o r  any additional program 
costs incurred. 

Census. A program designed t o  obtain a uniform industr ia l ,  agr i -  
cul tural ,  population and manpower census w i l l  be undertaken by 
the U.S . Bureau of Census during FY 1963. Pre-planning on t h i s  
census w i l l  be done i n  t h e  l a t t e r  pa r t  of FY 1962. With proposed 
loan assistance i n  FY 1963 an in tegra l  census program and central  
s t a t i s t i c a l  center would be established. 

Indus t r i a l  Developnrent. I n  recent years, several of the  Central 
m r i c a n  countries have begun indus t r i a l  productivity programs 
which a re  operated i n  cooperation with the US A I D  Missions in  

these projects i n  order to bring about a regional approach to 
productivity i n  the Common Market area. Short-term indus t r i a l  
special is ts  would be provided from the United S ta tes  f o r  t r a in -  
ing ac t iv i t i e s  and f o r  the coordination of f e a s i b i l i t y  studies 
f o r  the Comon Market area .  

Regional Sectoral and Physical Planning. A program designed t o  
a s s i s t  a l l  the Central nmerican countries and the Central nmer- 
ican Bank i n  an intergrated program of infrastructure planning 
w i l l  be begun i n  FY 1963. Assistance w i l l  a l so  be provided f o r  
developing the agr icul ture  and health sectors of the Central 
m r i c a n  economies. 

Higher Education. A loan t o  the Superior Council of Rectors 
f o r  university buildings construction w i l l  be considered. The 
Superior Council i s  a l s o  expecting t o  receive a loan from the 
Ford Foundation f o r  the  same purpose. In  addition, a grant w i l l  
be made to  a s s i s t  the un ivers i t i e s  i n  Central mer ica ,  through 
the Superior Council, i n  improving the course and curriculum 
i n  the Freshman and .Sophomore years. A plan f o r  regional in te-  
gration of higher education i n  Central m e r i c a  has been drawn 
up and approved by the f ive  university rectors .  

Text Books. A regional program designed t o  produce t e x t  books 
f o r  the elementary education school system i n  Central nmerica 
w i l l  be begun i n  FY 1963. This program i s  a minor modification 
of ac t iv i t i e s  already undertaken by the Missions i n  Nicaragua 
and Honduras. 

Public Administration: A program designed t o  es tabl ish a re- 
gional center o r  school of public administration is proposed. 
Various small and inadequate centers now ex is t ;  therefore the  
job t o  be undertaken i s  primarily one of coordination and im- 
provement. Major emphasis w i l l  be on providing t ra ining i n  
budget and f i s c a l  management. 

Manpower Inventory and Training. A regional program designed 
t o  support manpower programs and Bureaus of Labor S t a t i s t i c s  
w i l l  be undertaken i n  conjunction with the Secretar ia t  f o r  Eco- 
nomic Integration and t h e  Ministries of Labor throughout the 
ezea. 

Accomplishments 

Under the Alliance f o r  Progress A I D  proposes t o  broaden and in- 
t ens i fy  i t s  support of Central American economic integration. 

those countries. The proposed regional program would consolidate 
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CENTRAL A?.ERICA ECO1,IO:IIC INTEGMTIOM 

I n  January 1962 AID announced t h a t  it was prepared t o  lend up t o  
$12 mill ion t o  help ce r ta in  countries in  the i r  e f f o r t s  t o  re l ieve 
seasonal pressure on coffee markets through more orderly marketing 
of t h e i r  coffee.  The countries par t ic ipat ing i n  such m a r ~ e t i n g  
arrangements were the f i v e  Central American countries and Mexico. 

I n  November 1960 U.S. Government agencies extended loan and grant 
commitments t o  support the operations of the Central American 
Bank f o r  Economic Integration (CABEI) amounting t o  $10 mill ion. 

S m y  of Program 
(1n thousands of do l l a r s )  

F i sca l  Years 
1961 - - 

1961 1962 (proposed) 
Loans Grants Loans Grants Loans Grants 

Central American 
Regional 

Central &nerica Bank 
f o r  Economic 
Integrat ion 

Seasonal Marketing 
Arrangement 

To ta l  
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The Regional Programs are  designed t o  provide services or  f a c i l i -  
t i e s  directed toward region-wide or multi-country problems which 
can be more rationally and i n  most instances more economically 
~AAni s t e r ed  or. a rcgionol tboc oc a bi- la teral  basis. 

These Programs are  designed t o  supplement and complement the indi- 
vidual country programs; therefore, the goals and objectives of 
the Regional Programs a r e  t o  support the individual country 
programs, and t o  a s s i s t  them in  attaining their goals. 

The Regional Programs include both U.S.-operated o r  sponsored 
programs and mult i la teral  programs t o  which the U.S. contributes. 

U.S. Assistance Strategy 

The primary goal i s  t o  a s s i s t  i n  the over-all development of the 
economies of the Latin American Countries. In the  long run, 
however, viable solutions t o  the problems involved i n  economic and 
social progress w i l l  have t o  be developed i n  large measure by the 
Latin Americans themselves. Many of these problems a re  connnon t o  
more than one country and some can be approached through coopera- 
t i ve  action on a regional basis. A I D  i s  attempting t o  a s i s t  and 
encourage the countries i n  the area t o  establish regional ins t i tu -  
t ions and to cooperate on an area-wide basis in solving some of 
the problems which a re  deterring economic and social developnent. 
Through the interchange of ideas and experience, and working 
together toward a comon goal the peoples of Latin America w i l l  
develop increased understanding and a greater desire t o  cooperate 
i n  programs fo r  the i r  mutual benefit. 

Proposed A I D  Program fo r  FY 1963 

The AID ac t i v i t i e s  funded on a regional basis a re  designed to 
provide: training, technical assistance, technical materials, and, 
i n  cooperation with the United Nations and the Organization of 
American States, the development of regional ins t i tu t ions  t o  carry 
out research and training. 

Training. Training i s  provided on a regional basis through 
contracts with universities,  through the ut i l izat ion of th i rd  
country f ac i l i t i e s ,  through regional seminars and workshops and 
through U.S. or  mult i la teral  agency institutions. 

A I D  a l so  contributes t o  the technical assistance program of the 
OAS, which i s  currently operating eight regional t ra ining centers 
i n  Latin America. 

In an e f fo r t  t o  bring the European conununity into the  development 

PRIOR and CURRENT PROGRAMS 
!Mi!!ion: of Do!lars) 

PROPOSED PROGRAM 
(M~llions of Dollars) 

developed with the OAS and the Organization f o r  Economic Coopera- 
t ion and Development (OED). Under this program participants 
from Latin America w i l l  be trained i n  Europe. 

Technical Assistance. Technical assistance i s  provided through 
contributions t o  the mult i la teral  agencies; and through short- 
term consultants i n  specific f ie lds ,  where the regional nature 
of the problems dictates  the use of area-wide special is ts .  

Technical Materials. Technical materials are  supplied to the 
U.S. AIDS through a Regional Technical Aids Center (RW) i n  
Mexico City. 

The scarcity of a l l  types of technical and educational material, 
especially low-priced professional level  sc ien t i f ic  and technical 
books dealing with Free World economics, sociology, and po l i t i c a l  
matters, i s  especially notable when contrasted with the flood of 
Marxist propaganda and pseudo-scientific pamphlets which a r e  being 
made available i n  Latin America by Communist agencies a t  a frac- 
t ion of the i r  actual  cost. 

The operations of RTAC were expanded during FY 1962 i n  an e f for t  
t o  make more U.S.-oriented. materials available, and a fur ther  
expansion of the book program i s  proposed for  FY 1963. 

e f fo r t  i n  Latin America, a technical training program i s  being - 175 



F3GIONAL PROGRAI E 

In cooperation with the United States Book Exchange, Inc., materi- 
a l s  a re  being supplied t o  the more than 400 member l ib ra r ies  i n  
Latin America. 

Multilateral Agency Operations. In addition t o  the $6 million 
Act of Bogota grant t o  the OAS t o  finance the planning of develop- 
ment ac t i v i t i e s  under the Alliance fo r  Progress, the U.S. a l so  
made i n  FY 1962, under "Voluntary Contributions to  International 
Organizations," a $1.5 million contribution t o  the OAS technical 
assistance program. The technical assistance funds are  made 
available on a proportional basis (7C$ U.S. t o  30% participating 
countries). The OAS member countries a re  planning on increasing 
t he i r  contributions t o  the  United Nations Technical Assistance 
program and it i s  proposed that  $1.7 million be nade available i n  
FY 1963. The OAS programs are  undergoing revisions t o  bring them 
i n  l i ne  with the pr ior i ty  needs in the region. 

Through the cooperative e f for t s  of the World Health Organization 
(WHO) and the Pan-American Health Organization (PAHo), the U.S. 
i s  assis t ing i n  t he i r  e f for t  t o  eradicate malaria, and t o  supply 
potable water. A contribition of $2 million for  malaria and 
$300,000 f o r  water was made i n  FY 1962; an equal amount i s  proposed 
fo r  FY 1963. 

Accomplishments 

A s  stated above, a major purpose of the Regional Programs i s  to 
senrice the programs of the  U.S. A I D  Missions i n  Latin America; 
a,ccomplishments a re  therefore related principally i n  the indi- 
vidual country programs. However, examples of Regional Program 
contributions a r e  l i s t ed  below. 

Training. From 45 t o  50 teachers a r e  given training annually i n  
t he  U.S. i n  the  bilingual educational programs a t  Pennsylvania 
State University and The Research Foundation of State University 
of New York, Geneseo, New York. 

The Center f o r  Latin American Monetary Studies ( C E M L A )  conducts an 
annual 17-week course i n  banking and f i s c a l  matters i n  addition to  
carrying out research programs and conducting seminars on specific 
problems of current interests .  CEMLA has increased i t s  program of 
cooperative ac t i v i t i e s  with the Organization of American States 
(OAS), Economic Commission fo r  Latin America (ECLA), the Inter-  
American Development Bank, and the Central American Bank. The 
Center i s  playing a leading role i n  the credi t  aspects of the 
agrarian reform and common market programs i n  the verious Latin 
American countries. Over 300 participants,  including senior s ta f f  
of the member banks and senior o f f i c i a l s  of the national develop- 
ment ins t i tu tes  of the various countries. have been trained a t  the  

these participants now hold even more responsible positions i n  
the i r  countries, where they influence the economic and financial 
policies of t he i r  respective governments; others a r e  employed by 
international organizations. 

The Inter-American Ins t i tu te  of Agricultural Sciences a t  Turrialba 
(costa ~ i c a )  i s  a cooperative operation of the OAS, the United 
Nations, and various private foundations. Services have been 
performed and information provided on coffee and cacao, agri-  
cul tural  extenBion and home economics, t ropical  pastures, etc., 
and training and consultant services are  provided. A t o t a l  of 
38 short courses have been offered, 459 students trained, and 
180 visits by special is ts  made t o  the  various countries since the  
beginning of the contract i n  1955. In addition, 35 participants 
have been trained in  the Graduate School, and eight graduate 
assistants sponsored under the contract. This ins t i tu t ion  
has accelerated and strongly influenced the course of agri- 
cultural development i n  Latin America through training of 
key country personnel i n  agricultural research and extension. 

Regional Technical Aids Center. Since the beginning of' the RTAC 
program in 1957 over one-half million copies of books in  Spanish 
and other printed materials and over 600 films i n  Spanish have 
been provided. The Center has been instrumental in  increasing 
the quantity and quality of technical publications issued by 
private publishing houses i n  Latin America and has interested U.S. 
publishers i n  bringing out the i r  own commercial Spanish language 
editions of many books. RTAC ac t s  a s  a catalyst  to bring Mexican 
and U.S. publishers and the market for  U.S. books i n  Spanish 
together. The Center does not attempt to duplicate work which 
the industry w i l l  do. 

A "Book Fair" planned fo r  FY 1962 should stimulate more in te res t  
on the part of U.S. publishers i n  the Latin American book market, 
and stimulate more in te res t  on the part  of book dealers and the 
reading public i n  Latin America i n  materials from the United 
States. It i s  intended through t h i s  e f for t  t o  stimulate suff i -  
c ient  material on the  part  of the publishers and the narketing 
out lets  in the area, t o  make it possible t o  f i l l  the tremendous 
"Book Gap. " 

In association with the United States Book Exchange, Inc., A I D  
i s  supplying materials t o  more than 400 member l ib ra r ies  i n  Latin 
America. The association with these l ib ra r ies  serves as  a 
valuable contact and out let  f o r  an expanded e f for t  on the part  of 
the United States i n  getting democratically-oriented materials 
into the area. 

Center since the beginning of A I D  a s s i s t k c e  in  1956. Many of 
17C 



FINANCIAL DATA LATIN AMERICA RECIONAL PROGRAMS 

Cost by b j o r  Activity 
( i n  thousands of dol lars)  

Fiscal Years 
p& 92 . m  

(proposed) 

Training 

Technical Assistance 

Technical Materials 

Regional Inst i tu t ions:  
Turrialba 

Other 
OAS-Pan -Am Highway "Darien Gap" 

OAS-TC Contribution 
OAS-PAHO Malaria Eradication 
OAS-PAHO Water Supply 
OAS-Development P l a ~ i n g  
OAS-OED - Training ( ~ u r o ~ e )  
Central American Area 
Other - Unprogrammed - 500 

Total 4,210 16,367 8,000 

Increase of $600,000 t o  RTAC f o r  books, and $300,000 f o r  
Communications Media Training Center. 

F'unded from pr io r  year contract. 

Not funded from Latin America Regional Program budgets i n  
FY 1961-1962, included i n  t h i s  t ab le  f o r  comparative purposes 
only. 

. AGENCY FOR INT'L DEXELOPHENT TOTAL... 

Alliance for Progress: 
Loans (DLF prior to 1962) .......... 
I.D.B. R u s t  Fund Loans............ 
Grants (T.C. pr ior  t o  1961) ........ 

Supporting Asat. (DS/SA prior  to 1961) 
Other MSP Economic................... 

FOOD FOR PEACE (P.L. 4801 
Ti t le  I, Country Uses................ 

(Sales Agreements) .................. 
Tit le  II............................. 
T i t l e  III............................ 
T i t l e  N............................. 

EX-IM BANK LOGTERM LOANS. ............ 
OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTAKE (~ronramsl  
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... ..... Non-M.A.P. Mjlitary Assistance.. 

ASSISTAKE FROH INTIL AGEKIES,........ 

OTEW FREE WORLD ASSISTANCE... ........ 
SINO-SOVIET BLOC ASSISTANCE.. ......... 

......... U.S. DOLLAR LOAN REPAYMENTS.. 

Includes : $1.7 million OAS-!PC 
$2.3 million Contribution t o  PAHO 
$2.0 million Darien Gap Survey 
$6.0 million OAS (~evelopnent ~ l a n n i n g  ) 
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NEAR EAST and SOUTH ASIA - 
FY 1963 PROGRAM 

Country 

TOTAL 
Afghanistan 
Ceylon 
Cyprus 

Greece 

India 

Iran 

lraa 

Israel 

Jordan 
Lebanon 
NeDd 
Pakistan 

Syria 

Turkey 

Yemen 
CE NTO 

Regional 
Development lenc 

Type of Assistance 
(Thousands of Dollars) 

Total Development Development Supporting 
Loans I Grants I Assistance 

g contemplated, project applications will be considered. 



S W Y  OF PROGRAMS - NEAR EAST AND SOUTH A S I A  

By Country and Function 
5 .?~:% 

(1n thousands of dol la rs )  
TOTAL Development Loans Develoment Grants Supporting Assistance 

Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estinate Proposed 
Country FY 1961 FY 1962 FY 1963 FY 1961 FY 1 9 6 4  FY 1963 FY 1961 FY 1962 FY 1963 FY 1961 FY 1962 FY 1963 

Afghanistan ........ 12,820 16,700 lg,OOO - - !d 9,082 9,200 19,000 3,738 7,500 - ............. Ceylon 269 1,500 1,300 -1,424 - 1,693 1,500 1,300 - - - 
CYP~US ............. 1 5  350 850 - - 3 1 5  350 850 - - - 
Greece ............. 20,500 20,330 20,000-40,000 - - 20-40,000 500 330 - 20,000 20,000 - 

.............. ~ n d i a  201,600 403,300 465,000 180,100 388,100 450,000 21,500 15,200 15,000 - - - 
Iran ............... 63,288 55,200 45,400-65,403 37,155 6,000 40-6O,OOO 4,333 5,200 5,400 21,800 44,000 - 

............... Iraq 1,087 800 1,100 - - - 1,087 800 1,100 - - - 
I s r ae l  ............. 24,500 10,430 15,000-20,000 16,000 10,000 15-20,OOO 1,000 430 - 7,500' - - 
Jordan ............. 47,580 43,800 42,500 1,000 - !?I 6,580 6,800 6,500 40,000 37,000 36,000 
Lebanon ............ 761 500 150 - !J 761 500 150 - - - 
Nepal .............. 4,755 3,700 4,600 400 - - 4,355 3,700 4,600 - - - 
Pakistan ........... 130,317 233,000 235,000 27,244 200,000 225,000 7,519 8,000 10,000 95,554 25,000 - 
Syria ..... 
Turkey .... 
UAR (Egypt) 
Yemen ..... 
CENT0 .............. 1,820 1,750 2,550 - - - 350 - - - 320 3,600 

350 1,500 1,400 2,200 
Regional ........... 3,204 3,600 3,300 3,204 3,300 - - - 

Total ............ 730,259 904,530 1,028,150-1,128,150 377,525 634,100 850-950,000 68,646 63,530 78,050 284,088 206,900 100,100 

a /  As of February 28, 1962. - 
Developnent lending contemplated, project applications w i l l  be considered. 



&f$&3 SOUTH ASIA REGIONAL STATFNENT 

The United S ta t e s  has major l a s t i n g  in t e res t s  i n  t h e  Near East 
and South Asia, This region, containing the  world 's  l a r g e s t  non- 
C r l . m z i ~ t  3cp1! at.; ~ ) n  ; i s  faced wFt.h t . h ~  chflll enge of achieving 
economic development within t h e  framework of f r e e  p o l i t i c a l  
i n s t i t u t i o n s .  The area supplies much of the o i l  e s s e n t i a l  t o  the  
Free dorld and a l s o  contains other important resources. V i t a l  
t r ade  routes  and l i n e s  of communication l i e  within it. It is  
t h e  object  of major Sino-Soviet bloc e f f o r t s  t o  expand i n t o  t h e  
Mediterranean, South Asia, and Africa.  

Throughout t h i s  d iverse  area  long-term U.S. objectives can be 
achieved only i f  t h e  challenge of t h e  Decade of Development i s  
successful ly  met. Economic progress w i l l  not only reduce the  
need f o r  shor t  run support programs; it w i l l  more sure ly  pro- 
mote our e s s e n t i a l  p o l i t i c a l  and mi l i t a ry  i n t e r e s t s  i n  t h e  
region. 

Both t h e  current  yea r ' s  and the  proposed U.S. a i d  programs r e -  
f l e c t  an e f f o r t  t o  s h i f t  d i r ec t ion .  A number of Supporting 
Assistance programs have been eliminated o r  sharply reduced. 
Development Lending has been increased i n  response t o  greater  
emphasis upon long-term development. Associated with t h i s  
emphasis, Agency f o r  In t e rna t iona l  Development has used t h e  
au thor i ty  t o  uake long-term commitments t o  two major countries 
i n  the  region. 

Economic Assistance t o  Near East and South Asia Region 
d 

~ 1 1 6 1  F Y 1 6 2  m a  

Development Grants 
&) + ( ~ o ~ o s e a )  

(Technical Cooperation) 68.6 63.5 78 

Development Loans 377.5 634.1 '/ 850-950 

aupportinz Assistance 284.1 206.4 100 
( ~ e f e n s e  Support, 
Special  ~ s s i s t a n c e )  

a/ In mil l ions  of d o l l a r s  - 
b/ A s  of 2/28/62 

The Need f o r  Development i n  NESA 

The ~ o a l  of both t h e  United S ta t e s  and of t h e  peoples of t h e  
area  i s  t o  bui ld  strong, s t a b l e  governments throughout t h e  
e n t i r e  region -- governments capable of preserving t h e i r  own 
economic and p o l i t i c a l  independence. Although l i v i n g  
standards vary i n  t h e  area ,  the  majori ty of people l i v e  a t  
t h e  edge of subsistence.  In  many countries,  growing numbers 
now hold t h e  conviction t h a t  b e t t e r  th ings  can and should be 
thei rs .  This conviction has been fed  by new world-wide 'oori- 
t a c t s ,  and by  t h e  s t imula t ion of nat ional  independence. National. 
leaders ,  therefore ,  must give economic development t h e  high- 
e s t  p r i o r i t y .  

In  the  face  of t h e  Comunist d r ive  f o r  world domination, t h e  
need t o  take  e f f e c t i v e  ac t ion  continues t o  be urgent.  The 
West must iden t i fy  i t s e l f  fu r the r  with the  a r e a ' s  a sp i ra t ions  
f o r  progress and a s s i s t  i n  t h e i r  r ea l i za t ion .  Independent 
governments -- both those oriented t o  t h e  West and tho?e t h a t  
a r e  not -- must o f f e r  increasing oppor tuni t ies  f o r  t h e  r e a l -  
i za t ion  of t h e i r  people 's  a sp i ra t ions .  I f  not, dangerous 
experiments w i l l  f i nd  favor. 

This i s  no remote danger. within democratic India during the  
Second Five-Year Plan, t h e  economically depressed S t a t e  of 
Kerala was governed f o r  a time by a Communist cabinet ,  and 
i n  a subsequent e l ec t ion  t h e  Communists were defeated by a 
narrow margin. There i s  abundant proof t h a t  without r e a l  
progress, support f o r  r a d i c a l  and tyrannous systems can come 
swi f t ly  and surely.  Such forces  a r e  c l ea r ly  a t  work i n  I ran ,  
Ceylon, I raq ,  and other countries.  While not ove r t ly  ac t ive  
i n  Syria,  Turkey, Pakistan, o r  i n  some of t h e  more pr imi t ive  
a reas  of t h e  Near East  and South Asia they a r e  known t o  e x i s t .  
It i s  a mistake t o  underestimate t h e  po ten t i a l  appeal  of 
r a d i c a l  measures i n  t h e  absence of e f f ec t ive  programs f o r  
progress. 

The Sino-Soviet bloc -- recognizing t h e  g rea t  appeal of 
economic development -- has d i r ec ted  about t h r e e - f i f t h s  of 
i t s  economic a i d  t o  t h i s  p a r t  of t h e  world. 

Progress i n  t h e  Decade of Development 

Fortunately, a l l  major countries of t h e  Near East and South 
Asia have, i n  varying degree, undertaken some of t h e  d i f f i c u l t  
measures needed t o  accelera te  s o c i a l  and economic change. 
Some of these  countries,  such a s  India and Pakistan, have 
developed comprehensive programs i n  connection with these  
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e f f o r t s  and others,  such a s  Turkey and I ran,  a r e  on the  way t o  
doing so. A t  t he  same time, these  governments must take ap- 
propr ia te  s teps  t o  insure  t h a t  the  benef i ts  of .progress  a r e  d i s -  
t r ibu ted  equitably.  Pa r t i cu la r  a t t en t ion  must be paid t o  educa- 
t i o n ,  t o  t r a in ing  of technical  and managerial personnel, and t o  
reform and development of economic and socia l  i n s t i t u t i o n s .  

The countries o f , t h e  region do not have the  resources t o  i m -  
plement an adequate development e f f o r t  without outside a s s i s t -  
ance. Per capi ta  output i n  most of these countries averages 
below $150 per year - i n  some cases it f a l l s  well below $100. 
It i s  pa r t i cu la r ly  d i f f i c u l t  t o  r a i s e  su f f i c i en t  domestic 
resources f o r  development when the  population i s  growing rapid- 
l y ,  a s  it i s  i n  most of these countries,  and when subsistence 
agr i cu l tu re  i s  the  major source of income. The people a r e  
often unwilling t o  depress t h e i r  very l imited consumption 
fu r the r  i n  order t o  finance nat ional  investment. To compound 
the  d i f f i cu l ty ,  i n  iany of these  countries economic develop- 
ment must compete f o r  l imited government revenues with require- 
ments f o r  large  mi l i t a ry  establishments which a r e  being main- 
ta ined because of area tensions.  

Some countries i n  the  region began t h e i r  dr ive  f o r  progress 
several  years ago, and can now repor t  substant ia l  accomplish- 
ments. In  the  pas t  f i v e  years, India and Pakistan have ra ised 
the  l eve l  of t ax  revenue by 115% and 35% respectively.  During 
t h i s  period, Turkey has increased i t s  tax  revenue by 131$, 
I s r a e l  by 151$, Greece by 54% and Iran by 187%. In  most cases 
,the increases exceed t h e  growth of the  economy by a wide 
margin. 

Both India and Pakistan have l imited mi l i t a ry  expenditures i n  
order t o  f r e e  funds f o r  economic development. Between 1956 
and 1961, Ind ia ' s  mi l i t a ry  budget f e l l  from 20% of t o t a l  ~ o v e r n -  
ment outlay t o  15%. Development expenditures remained a t  44% 
of the  r i s i n g  t o t a l  budget. In  Pakistan the  mi l i t a ry  budget 
dropped during the  same period, from 38$ t o  28$ of t h e  t o t a l ,  
while the  budget f o r  economic and soc ia l  development rose from 
37% t o  41%. 

Pakistan has adopted a number of measures t o  st imulate pr ivate  
developrqent a c t i v i t y .  The Government has l ibe ra l i zed  controls  
on pr ices  and commodities, granted tax  concessions t o  domestic 
and foreign investors ,  reduced subsidies and adopted export 
incentives.  Turkey has carr ied  out a d ras t i c  program of 
currency reform and s t ab i l i za t ion ,  laying firm foundations f o r  
sound expansion of development a c t i v i t y .  In  I ran a s t a r t  has 
been made toward s t a b i l i z a t i o n  and budget reform. 

Much remains t o  be done; s t i l l ,  the  act ions  taken t o  date  
a r e  impressive. They give hope f o 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 
I s r a e l  i s  an outstanding example -- have achieved great  e f -  
fectiveness through effect ive  budgetary processes, careful  
planning of individual programs, and a p r a m t i c  economic 
policy. 

Both India and Pakistan a r e  carrying out five-year plans 
which have been reviewed and generally endorsed by consortia 
of Free World developed nations,  under leadership of the  
International Bank f o r  Reconstruction and Development. 
Turkey and I ran a r e  now preparing comprehensive development 
plans, both of which a r e  t o  s z a r t  i n  the  coming year.  The 
two governments have iden t i f i ed  impor~ant  reforms which 
must be made, and both recognize the  need t o  d i r e c t  more 
of the i r  own resources fo r  development. 

In  FY 1963 most of the ass is tance i n  NESA w i l l  go t o  India,  
Pakistan, I r an  and Turkey. Ne have made commitments t o  
India and Pakistan going beyond one year, and we expect t o  
make similar commitments t o  other countries. In  both India 
and Pakistan, our a b i l i t y  t o  do so provides a more ra t iona l  
bas is  f o r  orderly planning and phasing of t h e i r  development. 
It a lso  contributes t o  our e f f o r t s  t o  secure maximum con- 
t r ibut ions  from other developed countries.  To date our 
commitment-s. and those of other lending countries,  have 
been fo r  two-year periods oniy. L). ,LI -run er;.lrc!l ~s A 

not seem t o  be required by India or P a ~ i s t a n  f o r  the  
present. Turkey and I ran  a r e  l i k e l y  t o  qualify f o r  s imi lar  
long-term commitments i n  FY 1963. 

Greece and I s r a e l  have not adopted de ta i l ed  long-run plans, 
but both a r e  making good use of the  resources avai lable  t o  
them and both a r e  achieving progress. I s r a e l  i s  increasing 
i t s  output a s  f a s t  a s  almost any country i n  the  world, with 
the  help of a large  inflow of external c a p i t a l  from public 
and private sources. 

Zgypt has an ambitious development plan. Although t h e  plan 
re f l ec t s  considerable e f f o r t  and thought, it i s  probably 
larger than can be f u l l y  financed o r  e f fec t ive ly  executed. 
Furthermore, it i s  based on nationalized enterpr ise  t o  a 
greater extent than would appear des i rable .  
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In  other countries of the region, organized economic development 
e f for t s  are  l e s s  advanced, but progress i s  seen i n  some im- 
poi-taut axerrtr. ki'&~cinistan is drafting a proposed Second Five- 
Year Plan. Jordan, too, has &awn up a Five-Year PLan with the  
help of outside advisers, largely fmm the United States. The 
Plan is  now i n  the preliminary stages. Since withdrawing from 
the United Arab Republic, Syria i s  taking measures t o  l ibera l ize  
i t s  f inancial  and trade policy and plans t o  restore the  private 
sector t o  a greater role  than was possible i n  i t s  former assoc- 
ia t ion  with the  UAR. 

Po l i t i c a l  preoccupations continue t o  l i m i t  the serious pursuit 
of development measures i n  Lebanon, Ceylon and Iraq. I n  Cyprus 
and Nepal, however, increased at tent ion i s  being given t o  de- 
velopment needs. I n  Yemen and Saudi Arabia, the royal families 
zre  beginning t o  show awareness of the need t o  bring about 
greater economic Improvement fo r  t he i r  subjects. 

Po l i t i ca l  and Military Objectives 

Although we are  increasing our emphasis on long-run economic 
and soc ia l  development and hope t o  reduce short-term military 
and po l i t i c a l  support as  qyickly as circumstances w i l l  permit, 
those countries on the periphery of the Sino-Soviet bloc con- 
t inue t o  be exposed t o  imncdiate military and po l i t i c a l  
threats .  Another consideration i s  that military forces i n  some 
countries i n  the NESA area form a part of the network of col- 
lect ive security alliances designed t o  bolster the independence 
of the region and contribute t o  the security of the  Free World. 
We must a lso counter Sino-Soviet bloc efforts t o  exploit dis- 
putes i n  the region and t o  gain economic influence over cer tain 
countries. 

Defense of the Free World 

Until now, U.S. grant assistance has been needed i n  Greece, 
Turkey, I ran and Pakistan t o  maintain t he i r  military forces a t  
required levels and t o  ass i s t  them t o  bear t h i s  extra burden 
without jeopardizing economic growth. We are now reviewing 
our t o t a l  economic and military assistance programs i n  these 
countries i n  an e f for t  t o  devise a combination of these forms 
of assistance which w i l l  most effectively help them t o  meet the  
problems which they face. 

Strengthening of the Greek economy and expansion and improve- 
ment of development effor ts  i n  Iran and Pakistan have made it 
possible t o  achieve a further s h i f t  from Supporting Assistance 
t o  development a id  during FY 1963. 

I n  Turkey, the t ransi t ion from supporting t o  development as- 
sistance may be completed a f t e r  F'Y 1964, i f  the plan now i n  
preparation proves sound. 

It is imperative that these sh i f t s  not disturb e i ther  our 
close relations with these countries or  t he i r  confidence i n  
our support. Changes from grant assistance, i n  fact ,  can best 
be maAe where sound development programs exis t  and sufficient 
development lending i s  available. 

Conflicts between Countries i n  NESA 

Within the  reglon there a re  a number of disturbing pol i t i ca l  
disputes which cause the diversion of resources and energies 
needed f o r  development t o  military uses. Each offers the  
Sino-Soviet bloc opportunities t o  real ize s t ra teg ic  advantage. 

The most pressing conflicts a r e  those between I s r ae l  and i t s  
Arab neighbors, between India and Pakistan over KashmQ, and 
Afghanistan's dispute with Pakistan over the  s tatus  of the  
pushtun. t r i b a l  area. 

The Arab-Israel hos t i l i t y  has drained resources of both sides 
and of the  United States and has bampered the region's 
economic development. The Soviets have seized on the issue, 
posing as friends of the Arab world. 

Host i l i ty  between India and Pakistan continues over control 
of Kashmir. While cooperation i n  the Ten-Year Indus W i n  
Project may reduce some of the tensions existing between these 
two countries, only a mutually acceptable resolution of the 
Kashmir issue w i l l  bring about t r u ly  friendly relations. 

Continuing Afghan-Pakistan d i f f icu l t ies  over border areas de- 
ter iorated fur ther  l a s t  f a l l ,  and resulted i n  a closing of 
the border. Not only did t h i s  cut off Afghanistan's rela- 
t ive ly  sizable trade with the Free World but it became almost 
impossible t o  deliver U.S. a id  supplies t o  Afghanistan. The 
Soviet position i n  Afghanistan has been strengthened. Trade 
with the Soviets i s  open, ~ r h i l e  access t o  the West i s  ,at best 
uncertain, even though the border was temporarily openedto 
us i n  February. 

i j i th  regard t o  these disputes, w e  have been contiriuing t o  
seek solutions mainly through diplomatic channels. We have 
attempted a t  every opportunity t o  persuade I s r ae l  and the 
Arab countries t o  resolve specific issues and work toward a 
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good offices t o  Afghanistan and Pakistan i n  an effort  t o  work 
out agreement on a formla  for  reopening of the border and re- 
storation of normal relations. We have repeatedly and a t  the 
highest levels urged the leaders of India and Pakistan t o  work 
out a reasonable agreement on the status of Kashmir. 

To attempt t o  use a id  leverage from day t o  day t o  secure 
specific pol i t ica l  concessions would be ineffective or  worse. 
In important cases, however, where achievement of the objectives 
of assistance i s  endangered, we can and do make appropriate 
representations. We have recently advised both India and 
Pakistan that our abi l i ty  t o  provide large anaunts of develop- 
ment assistance t o  them wi l l  be undemined i f  disputes between 
them should resul t  i n  excessive diversion of resources t o  the 
build-up of military forces. 

The Sino-Sodet Bloc Economic Offensive 

Since the Soviet bloc economic a id  offensive w a s  launched i n  
1955, it has been heavily concentrated i n  the Near East and 
South Asia. The t o t a l  connnltted i n  t h i s  region t o  date by the 
bloc is about $2.6 billion, representing about 608 of all Soviet 
foreign economic aid. This bloc assistance i s  provided i n  a 
manner designed t o  produce the maxbnm pol i t ica l  effect.  

In India, the a id  from Russia and the sa t e l l i t e s  has been con- 
siderable. However, it has been used t o  a large extent t o  meet 
Fmportant planned needs. It has, therefore, tended t o  reduce 
the level  of a id  which might have been required f r o m  the Free 
World fo r  India. Although Soviet aid hss afforded a focus for  
effective propaganda, it hss not been sufficient t o  create 
danger of Ccnnmunist domination. 

In Nepal, Ceylon and the UAR, bloc programs have been larger i n  
relation t o  the s ize of the economies than i n  the case of India. 
In Ceylon and the UAR they have significantly affected foreign 
trade patterns. In none of these countries has the bloc 
achieved dmination. Our own p r o m  have continued t o  pro- 
vide an alternative t o  exclusive reliance on the bloc. 

Finally, i n  Afghanistan and Yemen, a id  from the bloc has been 
supplied on a massive scale i n  relation t o  the economies. As 

Proposed Program fo r  FY 1963 

The major countries in  the Near East and South Asia have made 
serious efforts this year toward the i r  own economic develop- 
ment. They were encouraged by President Kennedy's proclamation 
of the Decade of Development. We propose t o  join with other 
developed countries t o  support effectively those serious 
economic development programs that are underway or wi l l  be 
Launched during 1963. In FY 1962, U.S. Developnt  Lending -- 
largely in  support of such programs -- i s  expected t o  be 
double the figure for  1961 i n  t h i s  region. In FY 1963, ap- 
proximately $200 million more wil l  be required than i n  FY 1962. 
We propose an increase of about $15 million i n  Developnt  
Grants for FY 1963. The need for  Supporting Assistance has 
declined as development program have expanded and have become 
more effective. The FY 1963 program for  the NESA region pro- 
poses that Supporting Assistance be reduced t o  $100 million, 
less than half the FY 1962 level. 

Developaaent Loans are r is ing sharply i n  FY 1962. They are ex- 
pected to reach a h s t  $700 million. Requirements i n  FY 1963 
are expected t o  be a t  a level  of about $850 - 950 million. 

Development Lendiq 

($ Millions) 

FY 1 61 9 &) (As of 2-2 - 

India 180.1 388.1 
Fakistan 27.2 m . 0  
Turkey 117.3 10.0 
IW 37.2 6.0 
Greece - - 
Israel  16.0 10.0 
Other a . 0  

FY 1963 
-62) (Proposed) 

a result,  there is  a real danger that the bloc may be able t o  India and Pakistan have received assurances of U.S. assistance 
secure daminatlm o r  control through substantial policy con- a t  specific levels, subject t o  contributions by other con- 
cessions. The avai labi l i ty of U.S. assistance has had the sortium members and appropriation of h d s .  The U.S. cormnit- 
effect of reducing th i s  danger. ment t o  India for  Development Lending for  FY 1963 i s  

$450 million, and for  Pakistan it i s  $225 million. 



a E@& &I@ &WTH ASIA REGIONAL STATEMENT 

Iran and Turkey are  both preparing long-term development plans 
which the  United States expects t o  be able t o  support; our a id  

roi. LIieae kcj co'LLntries -w-iz je e - , ro l~d  in ccjncert Kith 
other developed countries and international financing ins t i tu -  
t ions. I n  both these countries it i s  essential that the trans- 
i t i on  t o  major development financing be handled smoothly. We 
belleve tha t  the t ransi t ion can be made successfully i n  Iran i n  
FY 1963; i n  Turkey we anticipate terminating Supporting Assist- 
ance af'ter FY 1964. It may prove desirable t o  enter into formal 
lending commitments fo r  those countries during FY 1963. I n  any 
case, it wi l l  be essent ial  t o  be i n  a position t o  ac t  on a sub- 
s t a n t i a l  volume of loans. 

We expect t o  make additional loans t o  I s rae l  and Greece during 
FY 1963. Both countries a re  making good progress i n  t he i r  eco- 
n d c  Ce-v-elopiaent; Lbth Pi-ce Ceizxistrsted effective il5e of re- 
sources. 

I s rae l  has the highest standard of achievement i n  the area. A t  
present it has adequate foreign exchange reserves but it faces 
sharp reduction i n  reparations and rest i tut ion payments from 
Gernumy. To sustain its high ra te  of investment, I s r ae l  needs 
a large inflow of capital.  Development lending of a b u t  
$20 million w i l l  be part of a t o t a l  U.S. aid program amounting 
t o  perhaps $80 million, which includes Export-Import Bank 
credi ts  and Food fo r  Peace. 

Although we plan t o  end our Supporting Assistance grants t o  
Greece a f t e r  FY 1962, it w i l l  be important to  continue t o  a s s i s t  
Greek development effor ts .  The exact amount of U. S. a id  w i l l  
depend part ly  on the  soundness of loan applications and the  
ava i lab i l i ty  of funds from other sources. 

It i s  l e s s  easy t o  forecast Developnaent Lending i n  other 
countries. The UAR now has a major industrial development pro- 
gram, and has recently been pressing fo r  increased U.S. capi tal  
financing. Specific projects which meet AID c r i t e r i a  w i l l  be 
considered fo r  financing. Syria i s  re-evaluating i ts  develop- 
ment problems and proposes t o  restore the private sector t o  a 
leading role. It seems l i ke ly  that the  United States w i l l  re- 
ceive a number of loan requests f o r  Syrian public and private 
projects which w i l l  merit financing. 

There a r e  pressing needs fo r  some development headway i n  Cyprus, 
and it appears that  resources available f r o m  Europe and inter-  
national inst i tut ions w i l l  not be enough t o  fund important 
projects. Consideration w i l l  be given, therefore, t o  sound 
project proposals. 

I n  Afghanistan and Jordan, a f a r  small loans may help the  
United States t o  make important contributions t o  greater in-  
depenirence . 
bans in the N E U l  region w i l l  be mainly fo r  specific develop- 
ment projects. Program loans -- thoee which are fo r  t he  
financing of needed non-project Imports i n  d e v e l o p n t  pro- 
grems -- w i l l  be made only where they a r e  the  most effective 
means of supporting sound d e v e l o p n t .  w i n g  FY 1963 we 
expect t o  provide program-loans t o  India, Pakistan, and 
Israel .  

Development Grants 

Development G r a n t  programs to ta l ing  $78 million f o r  the  NESA 
region a re  proposed fo r  i963. mis i s  an increase of 
$14.5 million over 1962. The main purposes of our Development 
Grant programs a r e  t o  a s s i s t  the  host governments i n  pLanning 
development programs, economic policies, and important sector 
programs; t o  establish educational ins t i tu t ions  adequate t o  
meet the  needs f o r  technical and managerial personnel; and 
t o  t r a i n  and advise those responsible fo r  Important a c t i v i t i e s .  
A well planned and executed Development Grant program is an 
important precursor of and complement t o  the  Development b a n  
program i n  most countries. 

The Development Grant programs are being ended i n  Greece, 
I s r ae l  and Lebanon. These countries have now developed ex- 
tensive domestic technical s k i l l s  and can provide fo r  outside 
technical services i n  t h e i r  o m  budgets i f  the assistance 
i s  needed. Throughout the  region it i s  our goal t o  elimineke 
all grant projects that w i l l  not make significant contribu- 
t ions t o  development of t he  countries involved. All projects 
a re  under continuous review t o  Ioake cer tain tha t  they meet 
legis lat ive cr i ter ia .  Mmy projects have been terminated and 
more a r e  being phased out as rapidly as practical.  

I n  s i x  countries of the region increased Development Grants 
a r e  recommended. I n  two of these -- Cyprus and Syria -- new 
programs are  being s tar ted.  These programs t o t a l  $2.5 million 
fo r  FY 1963. The $1 million increase i n  Development  rants 
proposed fo r  the  UAR i n  1963 w i l l  help t o  make UAR indus t r ia l  
planning m r e  pract ical  and t o  strengthen the  capacity of t he  
country t o  r e s i s t  Soviet pressures. The Development Grant 
program for  FY 1963 f o r  ~ fghan i s t an  i s  approximately 
$19 million -- an increase of about $10 million over t he  
FY 1962 level. k s t  of t h i s  increase occurs because the  con- 
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wi l l  be shif ted t o  the Development Grant category i n  AT 1963. 
A n  increase i n  key education programs i s  also planned. The 
Afghan program w i l l ,  of course, have t o  be re-evaluated i f  
normal t rans i t  through Pakistan cannot be resumed. I n  Pakistan 
and Turkey, the increases proposed Tor FY 1963 amount t o  
5j2 million and .;600,000, respectively. The sums are t o  i n t ens i fy  
planning and performance i n  key development sectors. Turkey re- 
quires help i n  i t s  industr ial  planning and in  export promotion, 
while i n  Pakistan greater assistance i n  agriculture i s  especial- 
l y  important. 

Supporting Assistance 

FY 1962 i s  expected t o  be the l a s t  year for  grants under 
Supporting Assistance i n  three countries i n  the area -- Greece, 
Paldstan and Iran. I n  Afghanistan, no Sup?orting Assistance i s  
proposed for  FY 1963, but some projects formerly financed with 
Supporting Assistance w i l l  be completed through Development 
Grants. 

I n  FY 1963 Supporting Assistance i s  proposed only for  Turkey, 
Jordan, Yemen and fo r  the Central Treaty Organization (cENTo) 
C i v i l  Airway Project. Requirements t o t a l  $100 million, as com- 
pared with $237 million i n  FY 1962 and $285 million i n  1961. 

I n  Turkey, Supporting Assistance was cut from $90 million i n  
FY 1961 t o  $58 million i n  1962. The $55 million recommended fo r  
FY 1963 5s needed t o  sustain the imports that Turkey mt have 
during th i s  c r i t i c a l  year. Without t h i s  minimal amount, Turkey 
would be unable t o  sustain its econow and i t s  military forces 
while completing preparation of its five-year plan and arrang- 
ing the necessary long-term development financing fo r  the plan. 

I n  Jordan, the national budget depends on outside contribu- 
tions. The proposed reduction i n  Supporting Assistance over 
FY 1962 assumes mobilization of more internal  resources. 
Supporting Assistance proposed for  Yemen i n  FY 1963 i s  the 
mininnun required t o  proceed effectively with present projects. 
Supporting Assistance proposed for  the CENT0 airway project 
w i l l  enable it t o  continue on schedule. 

Aid from Other Developed Free World Countries 

Other developed countries of the Free World and international 
financing inst i tut ions have greatly increased the i r  a id  i n  t h i s  
region. Their i n i t i a l  commitments t o  India's new Five-Year Plan 
almost equal t he i r  t o t a l  contributions t o  India's two ea r l i e r  

plans, and conimitments made t o  date are only for  the new 
Plan's f i r s t  two pars .*  A similar pattern i s  t rue of pledges 
t o  Pakistan, with $445 minion pledged for  FYI s 1962 and 1963. 
In addition, of course, 10-year commitments have been made t o  
the Indus River Basin Program. 

As additional countries evolve sound development program, 
larger contributions can be secured from non-U.S. sources. 
The consortia sponsored by the International Bank for  
Reconstruction and Development (IBRD) for  India and Pakistan 
have resulted i n  increased contributions t o  those two countries. 
It i s  anticipated tha t  the IBRD and the Development Assistance 
Coxnittee of the Organization for Economic Cooperation and 
Development (OED) wi l l  coordinate similar help t o  other 
countries of the area. 

Various countries have offered a id  outside consortia which 
f l r thers  U.S. interests.  German assistance t o  Afghanistan 
and Syria i s  particuLarly helpful. The past year's achieve- 
ments, then, inspire confidence that  the Free World's other 
developed countries w i l l  play increasing roles i n  Near 
Eastern and South Asian development. 

* Their comitment t o  ea r l i e r  plans was $1,322 million; com- 
mitment t o  the f i r s t  two years of the new plan i s  $1,241 miUlon. 
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Lfghanistan i s  a land-locked kingdom between two U.S. a l l i e s ,  Iran 
and Pakistan. It has a 400-mile border with the  Soviet Union and 
t rad i t iona l ly  t rades  i n  t h a t  direction. For over a century, 
Afghanistan has served as a but'rer between Hussia t o  the  nortin and 
India t o  the  south, and non-alignment remains t h e  policy of the  
Royal Government t o  the  present day. Although it i s  unlikely t h a t  
the  Afghans would yield  t h e i r  independence willingly, there i s  
considerable danger t h a t  Afghanistan w i l l  become overly dependent 
upon the Soviet bloc, which has supplied $217 million i n  ass i s t -  
ance and c red i t s  i n  the  l a s t  f i v e  years. 

The major U.S. objective i n  Afghanistan, therefore, i s  t o  help 
Afghanistan maintain her freedom against pressures of Russian dom- 
ination, and t o  promote friendly re la t ions  with the  neighboring 
s t a t e s  of Iran and Pakistan both of which are pro-Western i n  
or ientat ion.  

Country Background 

The Afghan economy r e s t s  on subsistence agriculture.  The country 
i s  v i r tua l ly  sel f -suff ic ient  i n  foodstuffs. &?all owners gener- 
a l l 3  own and \.lor!.: t h e i r  orm land, and there i s  no pressure f o r  
land reform a t  present. About one-sixth of the  13.5 million 
inhabitants a r e  nomads, making livestock production an important 
factor  i n  the  economy. 

Until qui te  recently, Afghanistan had almost no basic transporta- 
t i o n  o r  communications f a c i l i t i e s .  Because of t h e  rugged t e r r a i n  
and lack of internal  and external trade, highways a r e  very rudi- 
mentary, there  a r e  no railroads and modern communications f a c i l i -  
t i e s  a r e  v i r tua l ly  nonexistent. There i s  some indus t r i a l  
production, but the  c o u n t y  s t i l l  lacks the  basic prerequisites of 
indus t r i a l  growth. The present leadership i s  pressing, however, 
t o  develop the  basic infras t ructure  which w i l l  help them t o  mod- 
ernize the  country. Severe shortages of ski l led manpower and 
t ra ined workers s t i l l  inhibi t  the  introduction of change a t  all 
l eve l s .  

The government plays a dominant ro le  i n  the econoq 's  development. 
It has taken the  i n i t i a t i v e  i n  financing Large-scale development 
projects,  from i t s  own and foreign a id  funds, since t h e  merchant 
c lass  has been re luctant  t o  invest cap i ta l  i n  long-term develop- 
ment projects,  preferring t h e  more familiar areas of commerce and 
trade. Foreign aid  from the USSR ar.d the United States  has net  
v i r t u a l l y  a l l  external costs of public develonment pro,prms. 

PRIOR and CURRENT PROGRAMS . (Millions of Dollorsl 

PROPOSED PROGRAM 
(Mdlions of Dollors) 

The f i r s t  Afghan Five-Year PLan, 1956 t o  September 1961, was 
largely a col lect ion of unrelated projects.  It involved an e s t i -  
mated expenditure of about $280 million i n  all currencies. The 
plan succeeded i n  creating some of the  f a c i l i t i e s  required f o r  
fur ther  development -- principally roads, dsms, airports ,  fac- 
tor ies ,  power s ta t ions ,  and schools. Diff icul t ies  were experi- 
enced, however, both i n  using and maintaining the new f a c i l i t i e s  
since there  a r e  few sk i l l ed  administrators and t ra ined workers. 

For the  Second Five-Year Plan of 1962-1966, t h e  Afghanistan Gov- 
ernment has undertaken more systematic development planning. 
Substantial  assistance i s  furnished by foreign experts from t h e  
Soviet Union, West Germany, the  United States ,  and t h e  United 
Nations. While i t s  de ta i l s  have not yet been announced, it i s  
understood t h a t  t o t a l  development outlay i s  planned t o  be $875 
million. Even though substant ia l ly  reduced from preliminary 
planning levels ,  the  question remains whether the  government can 
mobilize i t s  o m  resources t o  perform i t s  responsibi l i t ies  f o r  
t h i s  development program and not re ly  predominantly on foreign 
aid.  



'Phe new Plan w i l l  probably c a l l  f o r  foreign aid support of about 
$535 million, including carryover funds of about $120 million from 
previous USSR and U.S. commitments. Non-U.S. sources of about 
$290 million can already be identified, mostly from the  Soviet 
Union, but including $50 million promised i n  1961 by West Germany. 
Afghan pressure f o r  a long-term U.S. commitment fo r  the bulk of 
the remainder is anticipated. 

By way of self-help, the  Royal Government of Afghanistan (RCA) i s  
attempting t o  increase i t s  revenues, which a t  present come pri- 
marily from customs receipts.  Larger yields from income and prop- 
er ty taxes u e  anticipated. A survey i s  planned t o  help develop a 
more thorough land-tax system. A s  the RGA relaxes i t s  s t r i c t  f i s -  
c a l  policy t o  meet budget requirements for  current development, 
some def ic i t  financing i s  expected. 'Phe RGA must also encourage 
private savings, establish producers ' cooperatives, and upgrade 
labor sk i l l s  through intensif ied technical training. Speeding 
progress on these fronts  i s  a central  objective of the Agency f o r  
International Development ' s  e f for t s  i n  Afghanistan. 

A s  a resul t  of long-standing controversy l a s t  f a l l ,  Afghanistan 
and Pakistan broke off diplomatic relations with the resulting 
closure of the border over which exports and imports, including 
almost a l l  U.S. aid, passed. Since the road from Iran i s  only 
rudimentary, Afghanistan was largely cut off from the West, and 
i t s  dependence on Russia greatly increased. AID projects lan- 
guished f o r  want of material un t i l  the recent opening of the  
border for  a short period permitted the t r ans i t  of the large 
amounts of goods which were pi led up i n  Pakistan. The border prob- 
l e m  continues t o  be a serious obstacle t o  effective U.S. aid 
operations in  Afghanistan. Even i f  the  border i s  reopened soon, 
we may expect increased interest  i n  developing al ternat ive trade 
routes via Iran and the  United States  may be called on t o  consider 
the feas ib i l i ty  of possible improvements t o  these routes. 

U.S. Assistance Strateay 

While assistance strategy is geared t o  the U.S. objective of offer-  
ing an al ternat ive t o  Afghanistan's overreliance upon Soviet bloc 
aid, the U.S. a id program i s  now directed primarily toward helping 
Afghanistan develop i t s  human resources and inst i tut ions essent ial  
t o  progressive development and t o  encourage the  RGA t o  mobilize 
more fu l l y  the  country's own f inancial  and other resources for 
development and t o  concentrate these effor ts  as heavily as  possi- 
b le  upon these basic areas. By providing relat ively large-scale 
technical assistance i n  education, government management and eco- 
nomic policy and planning, we help the RGA improve i t s  v i t a l  human 
and ins t i tu t iona l  resources and. a t  the  same time. make a U.S. 

impact on these sensitive areas of the  economy and society. 
Completion of several major capi tal  projects which the  k i t e d  
States has provided grant a id for  i n  past years  e elm and Valley, 
Kabul-Kandahar Road, and Air Transport ~evelopment) w i l l  do much 
t o  provide the  basic infrastructure needed for  future develop- 
ment. Finally, we should be prepared t o  provide development 
loans for specific,  high pr ior i ty  capi tal  projects which meet 
AID cr i te r ia .  'Phe Afghan Government has pressed the United 
States for a long-range commitment t o  i t s  Second Five-Year PLan 
i n  the magnitude of $125 - $150 million. We believe, however, 
that  U.S. interests  w i l l  best be served by continuing a selec- 
t i ve  project-by-project approach. 

Collateral actions which the  k i t e d  States can take include con- 
tinuation of a modest Food for  Peace program, a cul tural  exchange 
programwhich supports the effor ts  of the RGA t o  improve educa- 
t ional  f ac i l i t i e s  and responsiveness t o  Afghan in i t i a t ives  t o  
s t a r t  a imd.1 Peace Corps program i n  FY 1962 and FY 1963. 

While the administrative capacity of the RGA t o  take effective 
self-help effor ts  i s  s t i l l  somewhat restr ic ted,  we should con- 
tinue to  u r g ~  them t o  introduce domestic policies and programs 
which will more effectively marshal the i r  own resources. Assist- 
ance such as  tha t  which we a re  providing t o  the  Ministry of Plan- 
ning t o  improve i t s  planning processes, w i l l  improve future 
self-help capabilit ies.  

Proposed AID Program for  FY 1963 

The FY 1963 program t o  Afghanistan contemplates $19 million i n  
Development Grants. Development Loans a re  presently projected 
a t  about $5 million, although t h i s  amount may be somewhat higher 
i f  good loan applications a re  forthcoming. We expect t o  con- 
tinue the Food for  Peace program a t  a level of about $12 m i l -  
lion. A modest Peace Corps e f for t  w i l l  be in i t i a ted  i n  1962. 

O f  the $19 million of Development Grants, $6 million w i l l  be used 
t o  continue projects, just i f iable  on developmental c r i t e r ia ,  
which were previously financed by Supporting Assistance. The 
balance will  be primarily fo r  technical assistance and related 
act ivi t ies .  The highest p r ior i ty  has been given t o  improvement 
of public education and technical training a t  school and univer- 
s i t y  levels. Other programs w i l l  provide technicians to help 
the Afghans achieve t he i r  goal of raising agricultural production 
by 30$, t o  fur ther  the multipurpose development program i n  the 
Upper Helmand River Basin, and maintain road and a i r  transport 
systems, and a s s i s t  i n  increasing coal production. Assistance 



Country: AFCIRANIST~ 

w i l l  a l so  be provided t o  help r a i s e  the  quality of government man- 
agement, par t icular ly  i n  f i s c a l  policy and procedures. 

Only two new development grant a c t i v i t i e s  are  contemplated f o r  
FY 1962. The f i r s t  i s  a cadastra l  survey t o  provide the  basis f o r  
a land-tax system, which can expand Afghanistan's capabili ty f o r  
development financing. The second i s  a survey of grain storage 
needs. If t h i s  survey shows there  i s  great need, we w i l l  consider 
development loan financing f o r  the required construction. 

Accomplishments and Changes 

M i k e  India and Pakistan, i n  which the  British colonial adminis- 
t r a t i o n  developed roads, railroads,  and trained administrative 
and technical personnel i n  numbers, Afghanistan had almost no 
physical plant o r  administrative structure.  However, with U.S. 
ass is tance much has been accomplished recently t o  help provide the  
base t h a t  i s  necessary t o  fu r ther  development. 

Within t h e  past year an economic planning teem has been financed 
by the  U S .  Government. It has begun t o  advise the  RGA Ministry 
of Planning, and t o  assess development planning methais. With 
other foreign experts and RGA o f f i c i a l s ,  the  U.S. team has reviewed 
the proposed Second Five-Year Plan, and the Plan has been revised 
t o  a l e v e l  more i n  accord with the  country's needs and a b i l i t i e s .  

A team of U.S. advisors provided by the Public Administration 
S e n i c e  of Chicago under an AID-financed contract, i s  a ss i s t ing  
t h e  RGA t o  improve and strengthen public administration and f i s c a l  
management. Recommended budget systems have been adopted. The 
group has helped the Ministry of Finance prepare basic studies and 
cost estimates f o r  the  government's cadastral  survey, which should 
provide t h e  basis f o r  improving t h e  land and real  property tax 
system, and f o r  collecting taxes on a more uniform basis.  

Expansion and improvement of the  education system has been one 
major accomplishment of the  AID program. The United States  has 
concentrated on developing both academic and technical t ra ining.  
Some 70 agr icul tural  students have been graduated since Kabul 
University was established i n  1956 with U.S. assistance. The 
University's I n s t i t u t e  of Education, established primarily 
through Columbia University Teachers College under another U.S.- 
financed contract, has contributed substant ia l ly  t o  educational 
advances by t ra ining educationally backward teachers and by an 
in-semice teacher t ra ining program. It has established a 
department t o  t r a i n  Afghans i n  teaching Ehglish, and 30 teachers 
have been t ra ined i n  t h a t  deportment up t o  now. Fifty-seven 
students were graduated l a s t  year from the  secondary Vocational 
Agricultural School i n  Kabul, and 69 students from the I n s t i t u t e  
of Technology. Both of these ins t i tu t ions  have been ass is ted by 
the University of Wyoming. 

We have aided the government i n  paving the  150-mile highway from 
Kabul t o  'Porkham on the  Pakistan border; 87 miles have been com- 
pleted. This highway i s  one of the  main transportation l inks  
between Afghanistan and the  Free World. In Kabul and i t s  vicin- 
i ty ,  19 miles of roadway were paved, demonstrating U.S. road- 
building methods i n  the  cap i ta l  c i ty .  The superior paving of 
these roads compares with the  poorer quality of Russian-assisted 
road projects.  

Another major 1962 achievement was the i n i t i a t i o n  of a 300-mile 
highway connecting the cap i ta l  with Kandahar, the  country's 
second la rges t  c i ty .  This road i s  a major l ink  i n  the  planned 
highway network of Afghanistan. 

In the  a i r  transport f i e l d  Herat a i rpor t  was completed by U.S. 
contractors i n  October 1961. A t  Kandahar International Airport, 
the  f a c i l i t i e s  a r e  approximately 80$ complete. Plans c a l l  f o r  
completion of Kandahar and two remaining domestic a i rpor ts  by 
next July. 



BASIC DATA 

AVERAGE 
Unit AFGHANISTAN (UHOEV. A R E A S  

AREA & POPULATION 

................ ~ r e a  1000 sq.mi. 251 

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

AGRICULTURAL LAND 

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

POWER PER CAPITA ...... 

EDUCATION 

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

(Frim. & ~ e c .  ) ..... 
Pupils per  Teacher 

(Frim. only) ....... 

lEEE! 

Li fe  Expectancy ..... 
People per Doctor ... 

M i l .  

$ 

No. 

$ 

Acres 

K W H / Y ~  

$ 

$ 

No. 

Y r s .  

No. 

GENERAL E C O N O M I C  D A T A  

Calendar Years 

Unit 1959 - 
ORES NATICNAL PRODUCT * 

Total GNP (rough estimate) ............... $ Millions . . .  
Per Capita GNP ........................... Dollars 
Investment a s  Percent of GNP Percent ............. 

AGRICULTURAL PRODUCTION INDEX - T6AL.. ..... 1952-54=100 110 
Index Per Capita 11 ......................... 10h 
Wheat .................................... 1,000 2,250 

GOAL PRODUCTION ............................ I I  h l  

COST OF LIVING INDEX ....................... Dec. 1955=100 162 

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

Karakul I1 ............................... 
Total  Imports (c.i.f .) I, ................... 

Wade Balance I t  ....................... 
Wade with United S ta tes  (U. S. data):  

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

Wade Balance I t  .................. 
GOLD & FOREIGN EXCHANGE (AS of March 20) ,I ... 

CENTRAL GOVERNMENT FINANCE3 * FY ending Sept. 20 

Total  Expenditures ................................ 
(Defense Expenditures) ....................... 
(Capital Outlays) ............................ 

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 
Remaining Def ic i t  ( - )  o r  Surplus (+) .............. 

1961  st. 

117 
108 

2,350 

n.a. 

165 

n.a. 

n.a. - 

l h .  0 
19.0 
m 
90 

-Million Dollar Equivalents - 

. . 

+ - Converted a t  32 Afghanis per  U.S. $. 
a - A I D  estimate. 



FINANCIAL DATA 
Country: AFGHANISTAN 

Development Loans.................... 
Development  grant^................... 

(T.C. pr ior  to FY 1961) ............. Supporting Assistance... 
(DS/SA prior  t o  FY 1961) 

Other MSP Ecommic................... 

FOOD FOR PEACE (P.L. 4801 
Ti t l e  I, Country Uses. ............... 

(Sales Agreements). ................ 
Ti t le  II............................. 
T i t l e  III............................ 
Ti t le  N............................. 

FY 
1962 

Obligations and Commitments 
(mil l ions  of do l la r s  & dol lar  equiv.) 

OTHER U.S. ECONOMIC PHOGM........... 

MILITARY ASSISTANCE (~rngrarnsr 
. M.A.P. Grant Aid................... 

M.A.P. - Credit Assistance. .......... 
Non-M.A.P. Military Assistance.. ..... 

FY 
1950-1961 

ASSISTANCE FROM INT'L AGENCJES 
UN Tech. Assist.-CY ending in FY. . . . .  

.................... UN Special Fund.. 

3- FREE WORLD A S S I S W E  
West Germany. ........................ 
Yugoslavia........................... 

IT 
1961 

............ s m o - S O V ~  BLOC ASSISTANCE 

U.S . DOLLAR LOAN REPAYMENTS ............. M3P and P.L. 480 Loans.. 
Export-Import Bank................... 
Other Government Loans............... 

* Less than $50.000. 
Does not i&l;de $19 million from AEDF funds. 
It is believed t h a t  a substant ia l  amount has been offered f o r  
the  Second Five-Year Plan. 
It has been reported tha t  West Germany has agreed to  $50 mil- 
l i o n  f o r  the  2nd Five-Year Plan, and Yugoslavia $8 million. 





Ceylon 





Ceylon, a former British rolony which achieved indeaen4ence in 
1948, is a ,arge island oTr the southtastern tip of India on the 
commercial sea routes between Europe )%hd the Far East. Our in- 
terest in its economic development an6 political orientation is 
a consequence of its proximity - both geographical&' and cul- 
turally - to India, its role as an influential member of the 
Afro-Asian bloc in the U.N. and its strategic location. This In- 
terest, furthermore, is heiehtened by the presence in Ceylon of 
important joint communications facilities. Naturally, our objec- 
tive in Ceylon is the emergence of a prosperous society, and a 
stable, democratic government with strong ties to the West. 

As an expression of its oft-proclaimed neutral foreign policy the 
Ceylonese Government has accepted Soviet bloc aid, in addition to 
obtaining economic assistance from the West. Moreover, it has 
entered into trade agreements tying a portion of its foreign com- 
merce to the Communist bloc. On the domestic front, it has tended 
to expand state control over the econoq, and to foment inter- 
communal strife by failing to recognize adequately the political, 
economic and cultural interest of its linguistic minority. 
Nevertheless, it should not be overlooked that Ceylon has pre- 
served the genuine parliamentary democracy established in 1948, 
which both provides a mechanism for peacehl alterations in 
national. policy and stands as a bond with the West. 

Comtry Background 

From a purely soci-economic point of view, Ceylon's developnental 
potential is high relative to many other under-developed nations. 
In fact, the country already is considerably ahead of its neigh- 
bors in certain crucial respects. Per capita levels of production 
and consumption are roughly double those in India and Pakistan. 
Advances in sanitation and medical care have brought the death 
rate down by one-half since 1945 and life expectancy has been 
raised to 60 years. k t  the rate of population increase is con- 
sequently very high. Literacy rates are higher than those pre- 
vailing anywhere else in Asia, with the exception of Japan, 
although many qualitative educational deficiencies persist. 

Production of tea, rubber, and coconut for export employs about a 
quarter of the work force and accounts for over one-third of the 
national product. k t  agricultural production for domestic con- 
sumption is inadequate, and the country imports about half its 
food requirements. However, only about half the potentially cul- 
tivable area is now under cultivation; it could be considerably 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

1 !/E~cludes $ 1  4rn111ion reduction in prior yeor Develop. Lmnmmitments 

PROPOSED PROGRAM 
I (Millions of Dol lars) 

enlarged with the assistance of new irrigation facilities. In 
addition, the productivity of the presentiy utilized land could 
be heightened through utilization of more sophisticated agricul- 
tural techniques. 

The two most pressing economic problems are unemployment and 
diminishing foreign exchange reserves. Rising output over the 
past decade has not effected a reduction in the number of unem- 
ployed - estimated as high as 10% of the labor force - because of 
the rapid rate of population growth. The decline in foreign ex- 
change holdings - reserves have fallen more than 55$ since 1956 - 
is traceable in large measure to too extensive dependence on 
inflationary financing of' 6overnment ex1 erxlit ures , resulting in a 
sharp rise in imports. Inflationary budgets - for example, a $96 
million deficit in FY 1960 and an estimated $97 million for 
FY 1961 - are partially traceable to relatively large expenditures 
on food subsidies and social services. 

Given its developed social infrastructure and its opportunity for 
major and rapid progress in the agricultural sector, these prob- 
lems are far from insoluable if the government will adopt appro- 
priate policies and can find the trained personnel necessary for 



their implementation. In more concrete terms, what is required 
from the Ceylonese is fiscal responsibility in the form of reduced 
budgetary deficits or other measures designed to'deter excessive 
imports, the mobilization of all human resources to promote genu- 
ine economic growth for the benefit of all segments in the com- 
munity, and the formulation and disciplined implementation of 
policies and programs for realistic developent. 

Some progressive steps have been taken. In 1959 the Ceylonese 
National Planning Department produced a draft Ten-Year Plan which 
was intended to provide a frame of reference for development and 
investment, and for f'urther refinement into projects and activities 
that would attack the problems of employment and growth. It en- 
visioned a 9046 increase in total production, a 35$ increase in 
foreign exchange earnings, a 6046 rise in private consumption and 
an increase of 1.4 million in employment. This was to be achieved 
by investing $2.8 billion through 1968, three-fifths of which was 
to be in the public sector. Unfortunately, despite the Prime 
Minister's nominal sponsorship of the Plan, it has not been trans- 
lated into concrete programs. In fact, since the Plan's formation, 
the Ceylonese have manifested very little concern for developnent 
planning; the Government's attention has been focused on redis- 
tributing existing national income and enlarging the role of the 
State in the nation's economic life, and its budget has emphasized 
subsidies and social services at the expense of public sector 
investment. 

The Government's recent interest in developing a three-year plan 
wfth selected operating priorities engendered, perhaps, by the 
deepening financial crisis and the reluctance of the International 
Bank for Reconstruction and Development (IBRD) to make new loans 
until more constructive policies are adopted, may auger a change 
in attitude. But the shorter plan is as yet unformulated. 

Therefore, Ceylon remains a country interested in U.S. aid, but 
unable or unwilling to undertake essential self-help measures. 
On the other hand, it certainly cannot be regarded as totally 
deficient in this respect, since it has preserved a democratic 
government, has sought to allocate more equitably the national in- 
come and has developed its human resources by programs in health 
and education. 

U.S. Assistance Strategy 

On implementing our over-all objectives, we should encourage the 
adoption and implementation of policies designed to meet Ceylon's 
most pressing economic problems. In addition, we should assist in 

training the Government's future technicians and administrators, 
not only because their expertise is a condition precedent to 
successful program planning and implementation, but also because 
they will necessarily play a major role in determining the 
Government's future political orientation. Finally, we must dis- 
suade Ceylon from becoming overly dependent on Soviet bloc aid 
and trade. Aid commitments totalling $58 million have already 
been made by the bloc; though up to this time Ceylon has left a 
large amount unutilized, this may be due to organizational fail- 
ings and inertia rather than policy. 

Present Ceylonese policies do not at present provide a favorable 
ground for achieving significant progress toward the objectives 
set forth above. Our strategy, therefore, is to continue a 
minimum program, focused upon those areas which most need im- 
provement, as a base from which a larger program could, if re- 
quired, be launched in the future. Such a program, however, must 
await an improved political and administrative climate. And it 
is possible to anticipate that, when the Ceylonese seriously 
undertake economic development, a number of F'ree World countries, 
in addition to the United States, will be prepared to assist. 
Likely candidates include the LERD, the U.K., Canada, West 
Germany and Japan, all of which have lent f'unds to Ceylon in the 
past. The IBRD, however, may be cautious about f'urther lending, 
until there has been significant change in Ceylonese fiscal 
policies. 

Proposed M 1963 AID Program 

The main tool proposed is a Development Grant program restricted 
to $1.3 million, $200 thousand less than the comparable figure in 
FY 1962. These funds will be concentrated in three priority 
fields. First, in response to a request from the present govern- 
ment, we will assist economic development planning. Although 
there have been manifest inadequacies in this field, prior 
Ceylonese Governments were reluctant to utilize U.S. assistance 
in this sensitive area. The request can be met with a relatively 
small expenditure of f'unds. Our second priority is the improve- 
ment of technical and managerial skills. Our third priority, 
agricultural improvement directed to increased production of food 
and other commodities for domestic consumption. 

Whereas we do not contemplate significant development lending, we 
will consider loan applications that clearly meet the Agency for 
International Development (AID) criteria, especially if they are 
related to progress in our three priority fields or give promise 
of altering the developmental atmosphere. 



FINILNCIAL DATA - 
Food f o r  Peace programs v i  1 1 he ront inued,  so a s  t o  he1 p meet 
Ceylon 's  food requirements  and h e l p  t h e  country avo id  a con- 
s ~ ~ r n ~ t i o n  and f o r p i r r n  ~ u ~ h a n ~ e  crisis. p r n g r m s  inr-171do s 
T i t l e  111 CARE-administered school  lunch p r o j e c t  which provides 
supplemental  food r a t i o n s  t o  over  1 . 5  m i l l i o n  school  c h i l d r e n .  

Accomplishments and Change 

A .  The Malar ia  Erad ica t ion  program, begun i n  FY 1957 i n  Ceylon, 
w i l l  b e  t e rmina ted  i n  FY 1964. The o b j e c t i v e  o f  t h i s  a c t i v i t y  h a s  
been f i r s t  t o  control .  and then  t o  e r a d i c a t e  mala r ia  from t h e  
country by ( a )  spray ing  and ( b )  i n t e n s i f y i n g  s u r v e i l l a n c e  f o r  
d e t e c t i o n  and t r e a t m e n t  o f  p o s i t i v e  cases  o f  mala r ia .  The success  
o f  t h i s  a c t i v i t y  t o  d a t e  can be  judged by t h e  drop  i n  t h e  number 
o f  r e p o r t e d  c a s e s  o f  mala r ia ,  from 6 ,811  cases  i n  1957 t o  422 
c a s e s  i n  1960. 

B. The Highway Development P r o j e c t ,  which began i n  FY 1957 and 
i s  be ing  te rmina ted  i n  FY 1963, i s  designed t o  g i v e  t r a i n i n g  i n  
a l l  phases o f  highway c o n s t r u c t i o n  and maintenance. A 22-mile 
p i l o t  road  between Alutnuwara and Padiyatalawa was used a s  a 
means o f  g i v i n g  i n - s e r v i c e  t r a i n i n g  t o  over 300 P u b l i c  Works 
Department personne l  and an equa l  number o f  l a b o r e r s .  

ObUgat ions and Comnitment s 
(millions of cia-ra k do- equir.) I 5 -  1 1 1 1Z 
ACENCY FOR INT'L DEVELO- - 'IWI'AL.. . 211.1 

Development hana... . . . . . . . . . . . , . . . . . .  6 . 2  
Development Grants................... 8.8 

(T.C. prior to FY 1961) 
Supporting Assistance................ 3 . 0  

(DS/SA prior t o  FP 1961). 
Other HSP Ecommic................... 

FOOD FOR PEACE (POL. LBO) 
Title I, Country Uws................ 19.2 

(tides Agre-nts) ................. (25.O) 
Title II... .......................... 9 - 3  ............. Title =I............... 21a4 
Tit le  .............................. - 

EX-PI BAM IDNGTERM LOANS. ............ - 

OTHER U.S. ECONOMIC P m . .  ......a .. 
MILITARY ASSISTANCE (Promamsl 

M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non4.A.P. Military Assistance ....... 

ASSISTAKE FROM INT'L A(;ENClES 
IBRD - World B a n k . . . . . . . . . . . . . . . . . . . .  38.9 
UN Tech.Assist.-CY ending i n  F Y . . . . . .  5 . 0  
UN S p e c i a l  Fund . . . . .  ................. - 

OTHER FREE NORLD ASSISTANCE 
............................... Canada NA 

............................ A u s t r a l i a  NA 
Other ................................ NA 

SINO-BOVIET BLOC ASSISTANCE ............ 58.0 

U.S. DOLLAR LOAN REPAYMEWE ............ 

4 J u l y  -Dec . 1961 



GENERAL ECONOMIC DATA 

Calendar Years 
BASIC DATA Unit 

GROSS NATIONAL PRODUCT* ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

$ Millions 
Dollars 
Percent 

AVERAGE 
Unit CEYIDN ( u N ~ ~ ~ .  A R E A S  

2REA & POPULATION 

................ Area 1000 sq.mi. 25 xxx ..... AGRICULTURAL PRODUCTION INDEX - TUTAL.. ......................... Index Per Capita 
Rice ..................................... 10.2 XXX 

2.8 2.4 

403 40 

M i l .  

5 
No. 

5 
Acres 

K W R / Y ~  

5 

5 

No. 

Y r s .  

No. 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

AGRICULTURAL LAND 

................. ELECTRIC FTMER P R O D U ~ I O N ~  

............. COST OF LIVING INDEX (Colombo) 

M i l l .  KWH 

FOREIGN T'RADE 
Total  Exports (f  .o.b. ) ................... 

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

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

$ Mill 
I1  

I t  

I, 

..... 5 of Total  Area 

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

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

Trade Balance .................. 
$ Millions 

I t  

I1  

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop. 
(prim. & ~ e c .  ) ..... 

Pupils per Teacher 
(prim. only) ....... 

...... GOLD & FQREIGN EXCHANGE (end of year) 

-Million Dollar Equivalents - 
1960 1961b 1962(~ud)  

363 3 91 418 
(15) (18) (16) 
(99) (105) (128) 

CENTRAL GOVERNMENT FINANCES* FY ending Sept. 30 

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

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

Domestic Revenues ................................. 
TEALTR 

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

Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 
Remaining Deficit  ( - )  or Surplus (+) .............. - 

*- Converted a t  4.762 Rupees per U.S. $. 
a -  Excludes pr ivate  power. 
b - Revised budget. 



C y p r u s  





'The i z i a c d  r c p u b l i c  of Cflruc,  in1cpcr;dcct s ince  Audust 16 ,  1360, 
i s  loca te j .  @ m i l e s  sooth of Turkey. Its populat ion of  5@;0(10 
1s GJ$ tireer. anu rut$ T U ~ K ~ S ~ ,  an.i a a r ~ l r ~ l s t r a t l v e  r e s p o n s l t r l l l t y  
S o l l o i s  conmunal i i n e s .  B r i t a i n  r c t a i c s  base  a r e a s  on t h e  i s i a n i  
and t h e  o t h e r  6 ~ a r a n t o r  &3>,,t.rs, Grtece arid Turt..ey, main ta in  smal l  
$ a r r i s o n s .  Cyprus is  a U . N .  member p u r s u i ~ y  a  riori-alingnment 
p o l i c y  u i t h  a  pro-Liesterr1 b i a s .  The p r i n c i p z l  i n t e r n a l  problems 
a r i s e  from te f i s ions  between t h e  Greek m d  T u r ~ i s h  communities, 
a r d  from t h e  presence of  a  stron,: atid w e l l - l e d  Communist f r o n t  
p a r t y  iihich c o n t r o l s  a  major p a r t  of' t h e  l a b o r  movement. 

The United S t a t e s  main ta ins  s t r a t e g i c a l l y  important communica- 
t i o n s  f a c i l i t i e s  i n  Cyprus; a  prime o b j e c t i v e  of bo th  s h o r t  and 
lon8-term U.S. p o l i c y  toward t h e  a r e a  i s  t o  r e t a i n  t h e s e  f a c i l -  
i t i e s  on a s a t i s f a c t o r y  b a s i s .  The s e c u r i t y  of t h e s e  f a c i l i t i e s  
and t h e  e a s i e r n  flaill. of t h e  Nvrth At ia r i t i c  T r t a t y  OrganizaLion 
(NATO) depenas on a  reasonable  degree of  cooperat ion betveen 
G r e e ~  and Turkish communities. Fur thernore ,  phys ica l  v io lence  
betveen Greeks and Turtis i n  Cyprus colLld d i s r u p t  Greek-Turkish 
r e l a t i o n s  on t h e  mainland and w e a k e ~  t h e  u n i t y  of NATO. A s a t -  
i s f a c t o r y   rat^ or' ec.x,oilu ,rovtn rd r l  I ' a c l l i t a t e  s c l d t i o n  of 
i h ~ s t  k u l i t i c - , l  a . 1  eccii-.oil!ii. L.r.obiclns. U.S. a i d  can h e l p  S U E -  

t a i n  t h e  p r e s e n t  f r i e n d l y  Cypr io t  a t t i t u d e  toward t h e  United 
S t a t e s  and  i t s  f a c i l i t i e s .  Together  wi th  a i d  from o t h e r  d e s t e r n  
sources ,  it can s t reng then  t h e  a p p e a l  of  economic development a s  
a  n a t i o n a l  Cypriot  g o a l  e n l i s t i n g  t h e  b e s t  e f f o r t s  and coopera- 
t i o n  of bo th  communities, and erode some of  t h e  under ly ing  
causes  o f  l e f t i s t  s t r e n g t h .  

Country Background 

During 8 2  y e a r s  of  B r i t i s h  r u l e  a r e l a t i v e l y  modern economic and 
s o c i a l  i n f r a s t r u c t u r e  ijas b u i l t  and t h e  Cypriot people  were 
tduca ted .  Gross Nat iona l  Product  (GNP) , phys ica l  consumption 
d a t a ,  and investment  $ow show Cyprus t o  be  b e t t e r  o f f  t h a n  any 
of  i t s  n e a r  nei&hbors  except  I s r a e l .  These l e v e l s  were f a c i l -  
i t a t e d  by expor t s  t o  p r o t e c t e d  markets  i n  t h e  United Kingdom and 
s a l e s  valued a t  some $50 m i l l i o n  annua l ly  t o  B r i t i s h  b a s e s  i n  
Cyprus. A recess .& from 1958 through 1960 l a r g e l y  r e f l e c t e d  
t h e  c i v l l  Emergency and droukht .  GNP d r o p ~ e d  9$, investment  
decreased  40$, and $26 m i l l i o n  o f  exchange r e s e r v e s  were l o s t .  
Ther t  has  been a  mild recovery  i n  1461. 

The long-term development p o t e n t i a l  of Cyprus i s  favored by p a s t  
inves tments  i n  i n f r a s t r u c t u r e  and t r a i n i n g ,  but  i s  r e s t r i c t e d  i n  
some measure by inadequacy of wate r  s u p p l i e s .  GNP growth o f  5$ 
t o  6$ d u r i n g  t h e  y e a r s  immediately ahead i s  be l ieved  a t t a i n a b l e  
provided s u f f i c i e n t  European and U.S. c a p i t a l  is  o b t a i n e d  and 

PRIOR and CURRENT PROGRAMS 

PROPOSED PROGRAM 
(Millions of Dollars) 

assuming no s e r i o u s  drop i n  ea rn ings  from t h e  B r i t i s h  b a s e s  and 
from e x p o r t s  o f  minera l s  and f r u i t s  and vege tab les .  

P r e s i d e n t  Makarios r e c e n t l y  s t a t e d  t h a t  t h e  o v e r - a l l  development 
g o a l  f o r  Cyprus i n  t h e  p e r i o d  1962-1966 would be  an annua l  i n -  
c r e a s e  of 6$ i n  GNP, r e q u i r i n g  annual  p u b l i c  investments  o f  
about  $35 m i l l i o n  o f  which h a l f  cou ld  be f inanced  i n t e r n a l l y .  
No d e t a i l s  of  t h e  e s t i m s t e s  a r e  a v a i l a b l e ,  b u t  t h e y  a r e  about  
45$ h igher  t h a n  were suggested i n  a  U.N. s tudy  prepared i n  1961. 

U.S. Ass i s tance  S t r a t e g x  

The U.S. i n t e r e s t  ir Cyprus and p a r t i c u l a r l y  i n  main ta in ing  our  
communications t h e r e  r e q u i r e s  t h e  p r o v i s i o n  of  economic a s s i s t -  
ance which w i l l  c o n t r i b u t e  t o  sound economic development and w i l l  
s t r e n g t h e n  U.S. i n f l u e n c e  i n  e f f o r t s  t o  reduce intercommunal 
t e n s i o n s .  How b e s t  t o  ach ieve  t h e s e  g o a l s  i s  c u r r e n t l y  under 
s tudy  and a  d e f i n i t i v e  a i d  s t r a t e g y  has  n o t  been decided.  

It i s  c l e a r ,  however, t h a t  our  a s s i s t a n c e  should be  concent ra ted  
i n  few s e c t o r s  o f  t h e  economy i n  o r d e r  t o  keep our  o p e r a t i o n s  a s  
e f f i c i e n t  a s  p o s s i b l e  and t o  avo id  preempting investment  oppor- 
t u n i t i e s  which a r e  open t o  a s s i s t a n c e  a v a i l a b l e  from o t h e r  
c o u n t r i e s ,  p a r t i c u l a r l y  t h e  United Kingdom. 



FINAXIAL DATA 

I 
Proposed A I D  Program f o r  FY 1963 

Current Agency f o r  In t e rna t iona l  Development (AID) operations i n  
Cyprus a r e  designed t o  gain t h e  f i r s t  hand knowledse needed t o  
shape a r a t i o n a l  course f o r  fu tu re  development. Two A I D  econo- 
mis ts  have been assigned t o  t h i s  new mission on a temporary b a s i s  
t o  explore the  problems of development planning with t h e  govern- 
ment and t o  determine what needs t o  be done t o  move forward from 
t h e  1961 U. N.  development study t o  a more comprehensive govern- 
mental plan.  The f indings  of t h i s  team may lead  t o  fu r the r  
advisory a s s i s t ance  i n  economic plannind i n  FY 1963. 

A hydrologist  i s  being sen t  t o  make a prel iminary review of 
ava i l ab le  water-shed data  and develop recommendations and i n -  
i t i a l  es t imates  f o r  needed engineerini; f e a s i b i l i t y  s tud ie s .  The 
U.N. r epo r t  and s imi l a r  s tud ie s  point  t o  surface water wastage 
which can be overcome t o  t h e  g rea t  advantage of the  i s l a n d ' s  
economy. This problem i s  of major i n t e r e s t  t o  the  Cypriots .  
Technical advice and loans  covering t h e  foreign exchange cos t s  
of surface water p ro jec t s  may well  prove t o  be t h e  bes t  s ec to r  
f o r  U.S. a s s i s t ance  s ince  modest amounts w i l l  be required over 
an extended period of time. 

An AID-financed study of a proposed development bank was com- 
p l e t ed  i n  February and t h e  e s t ab l i sh ing  of t h e  bank i s  under 
consideration by t h e  government of Cyprus. I f  t he  Government 
decides t o  e s t ab l i sh  t h e  bank, A I D  w i l l  consider f inancing 
fore ign  management and t r a i n i n g  service  during t h e  ea r ly  s tages  
of t he  operation.  The German Government has of fered  Cyprus four  
mi l l i on  marks t o  cover t h e  bank's  fore ign  exchange needs i n  t h e  
f i r s t  year. 

Other p o t e n t i a l  A I D  a c t i v i t i e s  i n  FY 1963 a r e  a t  a l e s s  advanced 
s tade  of program decision and f u r t h e r  s t eps  w i l l  depend on 
Cypriot progress i n  development planning and i n  pa r t  on our own 
study of t he  i s l a n i ' s  development prospects i n  inuiv idual  sec- 
t o r s .  T h t  f indings  of' our short- term a ~ r i c u l t u r a l  expert  may 
a l s o  lead t o  consideration of some t echn ica l  a s s i s t ance  a c t i v i t y  
i l l  t h t  f i e l d  of ag r i cu l tu re .  Other possibilities f o r  A I D  par-  
t i c i p a t i o n  i n  the  economic development of Cyprus w i l l  be con- 
s idered  i n  t h e  coming months i n  terms of what i s  necessary t o  
achieve our goals.  

FOOD FOR PEACE (P.L. k80) 
n t l e  I, country Uws................ - 
(Sales Agreements). ................ - 

n t i e  ............................... 9.5 
nth m............................ - 
n t l e  ~v............................. - 

Obligations and C o d t m e n t  s 
(millions of d o l l a r s  EL dollar equiv.) 

.......... EX-M BANK LONGTERM LOANS... - 

ASSISTAEE FROM DJTfL AQ3NCIES 
IBRD - World Bank v............... 
UN Tech. Assist.-CY ending i n  FY.. .. 
UN Special  Fund... . .  ................ 

FY 
1961 

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

FY 
1962 

SINO-SOVIET BLOC ASSISTANCE........... - 
U.S. DOLLAR LOAN REPAYMENTS. .......... - 
* Less than $50,000 4 Ju ly  - Dec. 1961 
q ~ h e  IBRD has completed a prelim. survey and expressed 

wil l innness t o  .extend d e v e l o ~ .  loans. " 
d 1 n c l .  expend. by UK i n  connection wi th  base constr .  and 

maintenance, and by UK B r i t i s h  na t iona l  employees f o r  
commodities and services  provided by Cypriots. 

UHas offered 32 mi l l ion  Marks ($8.0 mi l l ion  equiv. ) mostly - 
on loan bas i s .  De ta i l s  beinn worked out. 

.r- 



Country: CYPRUS 
- -- 

BASIC DATA 

AVERAGE 

AREA & POPULATION 

Area ................ 1000 sq.mi. 3.6 xxx 

~ o p ~ a t i o n  (1961) ... Thous. 

..... Annual Growth 

Density per  sq.mi. 

A G X I C U L W  LAND 

..... k of 'lbtal Area 

Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

Literacy Rate ....... 
Pcrpils a s  k of Pop. 

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

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

mTH 

..... Life  Expectancy 

People per  Doctor ... 

5 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

No. 

Yrs. 

No. 

X X X  

2.4 

40 

25 

2.5 

80 

35 

9 

38 

40 

7,000 

GENERAL ECONOMIC DATA 

Calendar Years 

Unit 1959 
GRCGS NATIONAL PRODUCT * 

TotalGNF j i n 1 9 6 i ) P r r c e s j  ............... $Millions 238 
Per Capita GNP ........................... Dollars h32 
Investment a s  Percent of GNP ............. Percent 16.8 

...... AGRICULTURAL PFtODUCTION INDEX - TOTAL. 1952-54=100 98 
Index Per C a ~ i t a  I, ......................... .................................... Wheat 1,000 XT 

M I N I N G  PRODUCTION  INDEX^. ................... l?S3=100 

COST OF LIVING INDEX ....................... 1953=100 

FOREIGN TRADE 
Totai  Zxportti (f  .o.t. ) ................... $ Millions 

Minerals I t  ............................... 
Total  Imports (c . i . f . )  I 1  ................... 

Trade Balance 11 ....................... 
Trade with United s t a t e s b  

Exports t o  U.S. (f .0.b.)  ............ $ Millions 
Imports from U.S. (f.0.b.) I* .......... 

Trade Balance I, .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) 

I, ...... 

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 Pc ~ o a n s )  .... 
Remaining Deficit  (-) o r  Surplus (+) .............. 

-Million Dollar Equivalents - 
1961 (Bud) 

52.0 
(-1 

(12.0) 

46.0 

11.0 

2.0 

+7.0 

+ - Converted a t  $2.80 per b. 
a - Based on volume of mineral exports. 
b - Based on Cyprus t r ade  data. 
c - Commercial bank ho ldhgs  of s t e r l i n g  and s t e r l i n g  secur i t i e s .  
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Greece 



When American a i d  t o  Greece was i n i t i a t e d  in 1947, t h a t  country 
was faced with a war-shattered economy, a major Cormnunist e f f o r t  
+, ,"+,,+ ++ Ivnn  P.,,+,-j,, + A  +h, nhnxpn n r  +l,> - AnZF.",", - "?< 

high degree of in te rna l  p o l i t i c a l  ins tab i l i ty .  By l a t e  1949, 
Communist guer i l l a  forces had been wiped out and t h i s  immediate 
th rea t  t o  Greek independence removed. By 1953, the task of eco- 
nomic reconstruction had been largely completed and the base f o r  
future economic growth established. Since the f i r s t  e lect ion of 
the Cararnanlis Government in  1950, Greece has enjoyed a period of 
unprecedented p o l i t i c a l  s t a b i l i t y .  Due i n  large pa r t  t o  t h i s  
eff icacious  p o l i t i c a l  climate, the past  several years have brought 
a ra te  of economic growth which ranks among the highest i n  Europe. 

Although substant ia l  American a i d  and, in  recent years,  Western 
European assistance have contributed materially t o  t h i s  recon- 
s t ruct ion end ~dvance,  such dramati c eronomir prngress cniild not 
have been achieved without vigorous and courageous Greek e f f o r t s .  
The s t a b i l i z a t i o n  program of the ear ly  1950's which brought a 
serious i n f l a t i o n  under control i s  a significant i l l u s t r a t i o n .  
In recent years, steps have been taken t o  mobilize increasing 
amounts of domestic resources f o r  economic development and t o  
ra i se  foreign exchange earnings substant ia l ly .  A t  the same time, 
Greece has devoted a large amount of i t s  resources t o  the creation 
of a modern well-trained mil i tary  force. With assistance from the 
United S ta tes  and other North Atlantic Treaty Organization (NATO) 
powers, the  Greek forces have a t ta ined a capabili ty which permits 
them t o  make a v i t a l  contribution t o  the defense of Western Europe. 

Country Background 

Economic development i n  Greece has been accomplished i n  the face 
of serious obstacles.  It is  a country of limited resources. 
Although cul t ivatable  land t o t a l s  only two acres per capita,  more 
than half  the  population i s  dependent upon small scale agr icul ture .  
Greek industry r e l i e s  largely  upon imported raw materials,  
machinery, spare par ts  and fuels .  In addition, expansion of the 
indus t r i a l  sector  is  inhibited by thc small size of the domestic 
market. I r v e l s  of unemployment remain high, despite the increas- 
ing indus t r i a l i za t ion  of recent years. Once during the past  seven 
years i n f l a t i o n  threatened, but it i s  not now a problem. Greece 
now depends on Soviet bloc markets f o r  almost 25% of i t s  t o t a l  
exports. 

Despite these  major disadvantages, agr icul tural  production has 
increased about one-third i n  the past decade and indus t r i a l  pro- 
duction by about 70%. Receipts from tourism and shipping have 
r isen by 758 since 1959 and private cap i t a l  inflows have mounted. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) . 

Development Grants 0.5 

FY 1961 

PROPOSED PROGRAM 
(Millions of Dollars) 

Product (GNP) of 4.5% i n  the l a s t  four years. (per capita GNP i s  
about $400 annually.) Since Bcember 1958 foreign exchange 
reserves have increased from $180 mill ion t o  about $250 mill ion. 

The economy of Greece is  largely  dependent on f ree  enterpr ise  
although the Government has taken an increasing role in  fos ter ing 
development and has par t ic ipated i n  the  establishment of some 
large scale plants.  Planning has been more a means of sketching 
a direction and goals than a deta i led out l ine  of action. I f  
public and private gross investment continues a t  present levels ,  
the prospects f o r  attainment of sustained average annual growth 
of 5$ appear within reach. To achieve t h i s  r a te  of growth, thc 
Government should draw on available s k i l l s  t o  es tab l i sh  an improved 
planning organization and t o  prepare projects  acceptable t o  for- 
eign lenders. It should a l so  improve the climate fo r  foreign pri-  
vate investment, a t tack the long-term i n s t i t u t i o n a l  problems im- 
oedin!: ag r icu l tu ra l  s o ~ r t h ,  develop an ef ect ivc  export pronotion 
program, and undertake fur ther  reforms i n  t ax  administration need- 
ed t o  nobi l ize  more of Greece's own resources f o r  development. 

U.S. Assistance Strategy 

The lonn-term i n t e r e s t  of the United S ta tes  requires continuation - - 
Greece's pro-Western f o r e i m  policy, maintenance of i t s  defense 

The r e s u l t  has been an average annual growth of Gross National capab i l i t i e s  a t  a l eve l  whrch-permit it t o  play i t s  assigned role 
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i n  NATO and sustainment of i t s  current  o r  a somewhat higher r a t e  
of growth. I f  the l a t t e r  two objec t ives  a r e  achieved, it is  
unl ike ly  t h a t  t he  Government of Greece w i l l  a l t e r  i t s  present  pro- 
Western o r i en ta t ion .  Furthermore, continued economic progress w i l l  
undoubtedly reduce the  l i ke l ihood  of i n t e r n a l  p o l i t i c a l  change 
which would be adverse t o  our i n t e r e s t s .  

U.S. a s s i s t ance  s t r a t egy  i n  pu r su i t  of these  objec t ives  has two 
main elements. The f i r s t  i s  t o  encourage the Greeks t o  improve 
t h e i r  planning so  t h a t  a more e f f ec t ive  a l loca t ion  of indigenous 
r e  sources and a more productive r e l a t ionsh ip  with foreign lenders  
w i l l  r e s u l t .  I n  t h i s  connection, we should encourage them t o  
undertake : ( a )  refinement of long-term development planning, with 
s ~ e c i a l  emphasis on the  formulation of d e t a i l e d  p ro jec t  proposals 
which can be presented t o  U.S., European and in t e rna t iona l  public 
and p r iva t e  lending i n s t i t u t i o n s ;  (b )  improvement of t he  organi- 
za t ion  of i n t e r n a l  public and p r iva t e  i n s t i t u t i o n s  engaged i n  
planning o r  implementing s o c i a l  and economic development; 
( c )  improvement of t he  climate f o r  foreign investments by l i b e r -  
a l i z i n g  procedures and c r i t e r i a ,  and (d )  reform of t a x  adminis- 
t r a t i o n .  

We must make it c l e a r  t o  the  Government of Greece t h a t ,  although 
we w i l l  continue t o  provide cooperation and ass is tance ,  it should 
place increas ing  re l iance  upon other  Free World countries.  Greek: 
associa t ion  with the C o m n  Market and membership i n  the Organi- 
za t ion  f o r  Economic Cooperation and Development (OECD) have already 
been helpful  i n  t h i s  respect  and a r e  l i k e l y  t o  continue so. The 
NATO Mission t o  study Greek economic needs should contribute t o  
a f rarnework f o r  add i t iona l  Free World a s s i s p n c e  t o  Greece. 

The second element of our s t r a t egy  i s  t o  provide on a b i l a t e r a l  
b a s i s  amounts and types of economic and m i l i t a r y  ass is tance  which, 
when combined with avai lable  l o c a l  and o the r  ex te rna l  a id ,  w i l l  
maintain defense c a p a b i l i t i e s  and economic growth. On t he  eco- 
nomic s ide ,  we bel ieve  t h a t  Greece w i l l  no t  requi re  grants  of 
economic and t echn ica l  ass is tance  ~ f t e r  FY 1962. Future f inancing 
of programs designed t o  achieve U.S. objec t ives  i n  Greece w i l l  be 
confined t o  development lending,  and Food f o r  Peace. Procurement 
author iza t ions  f o r  the  f i n a l  $20 mi l l ion  grant  of Supporting 
Assistance are  being issued i n  March 1962, and FY 1962 Development 
Grants w i l l  finance the  l a s t  U.S. technic ians  and Greek t r a inees  
i n  a g r i c u l t u r a l  ,,?arlreting, vocational  ~ d u c a t i o n ,  a i r  navigation 
and publ ic  s a fe ty .  The FY 1962 Supporting Assistance l e v e l  was 
r a i sed  t o  $20 n i l l i o n  from the  $10 mill-ion planned when the  a i d  
program was presented t o  Congress l a s t  j e a r .  This i ~ c r e a s e  was 
reuuired t o  a s s i s t  Greek e f f o r t s  t o  irrprove i t s  defense e s t ab l i sh -  

The judgment t h a t  Greece is  ready f o r  t r a n s i t i o n  t o  a U.S. 
ass is tance  program based e n t i r e l y  on loans has been viewed by 
the  Government of Greece with some alarm. Defense purposes now 
account for  about 25% of t o t a l  government expenditures. Compe- 
t i t i o n  f o r  budget a l loca t ions  among current  c i v i l  and development 
uses and mi l i t a ry  uses w i l l  be i n t e n s i f i e d  a s  a r e s u l t  of the  
el imination of Supporting Assistance grants .  Stimulated by 
external  loans,  expected r a t e s  of  growth could permit the mainte- 
nance of current  o r  s l i g h t l y  increased defense expenditures with- 
out diversion of resources required f o r  development purposes. 
The foreign exchange pos i t i on  i s  a l s o  r e l a t i v e l y  s t rong and w i l l  
be f o r t i f i e d  i n  the  cuzrent  t r a n s i t i o n a l  period by disbursement 
of t he  f i n a l  320 mi l l ion  Supporting Assistance grant  i n  FY 1962. 

The Government of Greece has put  forward a t  various times rough 
approximations of foreign exchange needs during i t s  f i v e  year 
plan period, 1961-64, which range from $475 t o  $800 mi l l ion .  
Neither the plan out l ined  nor the fore ign  exchange projec t ions  
represent  a de t a i l ed  assessment of f irm requirements. .Under the  
broad guidance of the  ou t l ine ,  the  Government of Greece has pro- 
ceeded with annual development budgets, made up of p ro jec t s  
reasonably well  designed from a t echn ica l  point  of view. The 
United S ta t e s  has undertaken to finance some of these  p ro jec t s  
i n  past years and w i l l  undertake such financing i n  FY 1963. our 
general  policy w i l l  continue t o  regard long-term development 
proposals a s  e l i g i b l e  f o r  Development Loan financing.  P ro jec t s  
wfiich can become rapid ly  productive may be su i t ab le  f o r  Export- 
Import (EX-Im) Bank f inancing.  During the  present  t r a n s i t i o n a l  
period it i s  of p a r t i c u l a r  importance t h a t  we give e f f ec t ive  
help t o  Greece i n  meeting U.S. requirements f o r  loan  appl ica t ions .  
When the  organization and progress of Greek development a c t i v i t y  
suggest i t s  s u i t a b i l i t y ,  the United S t a t e s  might consider some 
program lending o r  s ec to r  support not  exclusively associa ted  with 
projec t  commitments. 

Proposed AID Program f o r  FY 1963 

No Supporting Assistance o r  Development Grants are  proposed f o r  
Greece f o r  FY 1963. In  l i n e  with the  p r inc ipa l  s t r a t egy  of 
assistance,  t he  United S t a t e s  w i l l  make avai lable  Devel.opment 
Loans t o  meet t he  fore ign  exchange cos ts  of  p ro jec t s .  While the 
volume of such lending cannot now be determined with any pre- 
c is ion ,  there a re  indica t ions  of s p e c i f i c  p ro jec t  p o s s i b i l i t i e s  
t o  suggest t h a t  loans made i n  FY 1963 could be i n  the  range of 
$20 t o  $40 mi l l ion .  

meit i n  response t o  NATO goals and t h e - ~ e r l i n  buildup. - ,202 



There have been discussions with the  Greek Government since 1958 
regarding long-term lending f o r  development. Development Loan 
Fund (DU-) ioans  t o t a l i n g  $43 mi i l lon  'nave been extended f o r  the  
fore ign  exchange c ~ s t s  of the  Ptolomsis F e r t i l i z e r  and the  f i r s t  
s tage  of t he  Acheloos hydroelec t r ic  and. r i v e r  basin development 
p ro jec t s .  The Greek Government has a l s o  presented a proposal t h a t  
a second loan  be made f o r  t he  Acheloos projec t .  This proposal f i t s  
within t h e  long-term development concept, but  the  Greek Government 
i s  s t i l l  wait ing f o r  completion of s tud ie s  by i ts U S .  engineering 
consultant  on the  projec t .  It i s  expected tha t  t he  engineering 
study w i l l  b e  completed by June, 1962, s o  t h a t  loan  f inancing can 
be considered during FY 1963. 

The Greek Government has f o r  some time wished t o  he lp  the  Economic 
Development Financing Organization (EDFO) (orginal ly  cap i t a l i zed  
with the  counterpart  o r  e a r l i e r  U.5. a i d )  and the Agr icui tura i  
Bank t o  expand t h e i r  lending a c t i v i t i e s .  Both these  f i n a n c i a l  
i n s t i t u t i o n s  have a s  t h e i r  primary objective lending on medium and 
long-term t o  the pr iva te  a g r i c u l t u r a l  and indus t r i a l  s ec to r s .  How- 
e l e r ,  bo th  have been r e s t r a ined  from moving in to  areas  of investment 
o r  development involving foreign exchange expenditure by the  
unwillingness of the  Central  Bank t o  encourage such lending given 
o ther  and equal ly  pressing requirements f o r  foreign currencies.  
Since it i s  i n  our i n t e r e s t  t o  he lp  Greece modernize i t s  ag r i -  
c u l t u r a l  and i n d u s t r i a l  p lant  and e s p c i a l l y  t o  make b e t t e r  use 
of the  resources of the  ag r i cu l tu ra l  sec tor ,  the United S t a t e s  
encouraged t h e  Government t o  submit loan appl ica t ions  on behalf 
of EDFO and the  Agr icul tura l  Bank. Present  p r o s p c t s  a r e  f o r  ob l i -  
ga t ion  of i n i t i a l  loans t o  each of these  i n s t i t u t i o n s  before the  
end of FY 1962. It is  l i k e l y  t h a t  add i t iona l  loans t o  the  two 
i n s t i t u t i o n s  w i l l  be appropriate i n  FY 1963, i f  they succeed i n  
expanding t h e i r  development work i n  accordance wi th  projec t ions  
i n  their current  loan proposals. 

We assume that the  Greek pr iva te  sec to r  w i l l  continue t o  present  
loan  app l i ca t ions  t o  the  Ex-Im Bank appropriate f o r  borrowing from 
that i n s t i t u t i o n .  The National Bank of Greece i n  Athens, t he  
l a r g e s t  commercial bank i n  Greece, has requested a fore ign  exchange 

loan and the  Ex-Im Bank i s  i n t e re s t ed  i n  t h i s  appl ica t ion .  Other 
Greek f i n a n c i a l  i n s t i t u t i o n s  may follow and, i n  any case, some of 
the  i a r g e s t  i n d u s t r l a i  r'irms w l l i  contlnue t o  use the Ex-Im i%nk 
f o r  short-term financing a s  they have i n  the  pas t .  

Accomplishments 

The termination i n  FY 1962 of grant  t echn ica l  ass is tance  and 
Supporting Assistance t o  Greece marks the  end of an e r a  which 
began wi th  the  enunciat ion of the  Truman Doctrine 15  years  ago. 
Greece has corn a long way indeed since the  days when U.S. eco- 
nomic ass is tance  accounted f o r  more than 75% of Greek imports 
and some 300 U.S. technicians were deeply involved i n  the  most 
important o p r a t i o n s  of the  Greek Government. Among the  accom- 
plishments t o  which the  United S t a t e s  a i d  program has made 
decislve cont r ibut ions  a re  the  Poiiowing: 

The Communist m i l i t a r y  e f f o r t  Co take  over was defeated.  

A s t a b l e  democratic p ~ l i t i c a l  system has been re-established 
and regional  and l o c a l  administrat ion improved. 

Reconstruction of t he  des t ruc t ion  l e f t  by e igh t  years  of war 
was completed. 

Basic in f r a s t ruc tu re  -- e l e c t r i c i t y ,  highways, r a i l roads ,  
and water systems -- has p r o g r e ~ s e d  f a r  enough t h a t  Greece 
can concentrate on the i n d u s t r i a l  a s p c t s  of the next stage 
of expansion. 

Food production has increased t o  the  point  that Greece i s  
s e l f - su f f i c i en t  except f o r  some feed bra ins  and meat. 

Economic and s o c i a l  i n s t i t u t i o n s  have been es tabl i shed o r  
improved f o r  a g r i c u l t u r a l  extension, c r e d i t ,  public heal th ,  
c i v i l  av ia t ion ,  publ ic  safe ty ,  e t c .  



AREA & POPULATION 

BASIC DATA 

AVERAGE 
Unit GREECE (UNDEY . A R E A S  

Area ................ 1000 sq.mi. 51 xxx 

... Population (1961) 

Annual Growth ..... 
Density per sq.mi. 

AGRICULTURAL LAND 

..... k of Total  Area 

.......... Per Capita 

POWER PER CAPITA ...... 

EDUCATION 

....... Literacy Rate 

Pupils a s  k of Pop . 
(Prim . & ~ e c . )  ..... 

Pupils per Teacher 
(Prim . only) ....... 
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Life  Expectancy ..... 
People per Doctor ... 
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k 

No . 

4 
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K W H / Y ~  

k 

k 

NO . 

Y r s  . 
No . 

8.h xxx 

0.9 2.4 
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GENERAL ECONOMIC DATA 

Calendar Years 

Unit 1959 
GROSS NATImAL PRODUCT * ............... TotalGNP (in 1 9 6 0 P r i c e s )  $Mi l l ions  3. 061 ........................... Per Capita GNP Dollars 371 ............. Investmentaas Percent of GNP Percent 20.2 

. ....... AGRICULTURAZl PRODUCTION INDEX TOTAL 1952-54=100 130 
Index Per Capita ......................... t t  ..................................... Wheat 1. 00C PT 

................. NDUSRIAL PRODUCI'ION INDEX 19531100 

COST OF LIVING INDEX ....................... 1953=100 

FOREIGN TRADE ................... Total Exports ( f  .o. b.) $ Millions 
Tobacco ............$................... 11 

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

Trade with United S ta tes  ( U . S .  data) :  
Exports t o  U.S. ( f  .o. b. ) ............ $ Millions 
Imports from U.S. (f .0.b.)  .......... .. 

Trade Balance .................. !I 

GOLD & FOREIGN EXCHANGE (end o f  year) 
I, ...... 

CENTRAL GOVERNMENT FINANCm* FY ending Dec . 31 

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

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

Domestic Revenues ................................. 
Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants & ~ o a n s )  .... 

.............. Remaining Def ic i t  ( - )  o r  Surplus (+) 

-Million Dollar Equivalents . 

1959 1960 1%lp 

w . Converted a t  30 Drachmas per U S  . $ . P . Preliminary ac tua l s  . 
a . Includes investment i n  ships . 
b . Emludes ships t ransferred t o  Greek f l a g  . These amounted t o  $9h mill ion i n  1 5 9 .  and 

$188 mill ion i n  1960 . 
c . Substant ia l  o f f s e t t i n g  surpluses real ized on services.  especia l ly  t ranspor ta t ion and 

insurance and emigrant remittances . 



FINANCIAL DATA 
 count^* GREECE 

Obl iga t ions  and Conunitments FY 
( m i l l i o n s  - of  -- - d o l l a r s  pp li d o l l a r  -- - equir.) 1 19!:1961 1 121 1 1962 

. AGENCY FOR INTtL DEVELOPMEW 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 Ecommic................... 

FOOD FOR PEACE (P.L. /601 
T i t l e  I, Coun t~y  Uses................ 

( s a l e s  ~ ~ r e e m e n t s ) .  ................ 
rnr l l t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

........... EX-IM BANX LONG-TERM LOANS.. 

d OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTANCE ( ~ r o n r a m s l  
M.A.P. - Grant Aid................... ........... M.A.P. - Credit  Assistance ..... Non-M.A.P. Mil i ta ry  Assistance.. 

ASSISTANCE FROM INTtL AGENCIES 
UN Tech. Assist.-CY ending in  FY..... 

..................... UN Spec ia l  Fund. 
Eur. Econ. Comm. Devel. Fund. . . . . . . . .  

OTHER FREE WORLD ASSISTANCE 
West Germany ......................... 

SINO-SOVIET BLOC ASSISTANCE.. .......... 
U. S . DOLUR LOAN REPAYMEx!rS 
S P  and P. L. 480 Loans .............. .................. Export-Import Bank 
Other Government Loans .............. 
4 July-Dec. 1961. 

Includes UNRRA, post  UNRRA, Greek Turkish Aid, Surplus 
Property Credits  and Other. 

S/ Five-Year commitment. 
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India 's importance t o  the  United States  l i e s  in the  s i z e  of i t s  
population, the  extent of i t s  material  resources, i t s  s t r a t e g i c  
iocat ion In  Asla, and i t s  crucial  e f i o r t s  i n  social  and economic 
development within a parliamentary system based upon Western demo- 
c r a t i c  concepts. India dominates the  area of South Asia i n  terms 
of s i ze  -- accounting f o r  nearly 75$ of the  population of South 
Asia, or 144 of t h a t  of the  world. It holds the bulk of the  
a rea ' s  resources, par t icular ly  the i ron and coal'required f o r  the  
establishment of heavy industry. Po l i t i ca l ly ,  India i s  the  most 
i n f l u e n t i a l  of the  neutral ,  o r  nonaligned, nations -- both i n  
Asia and i n  t h e  r e s t  of the  world. The United States  accepts 
India 's  a t t i t u d e  of nonalignment as  long a s  it remains genuinely 
S O .  

During t h e  14 years since i t s  independence, India has been engaged 
i n  a massive struggle t o  create from its divided and polyglot 
population a unified modern s t a t e  with a vigorous econolqy which 
w i l l  a f ford i t s  440 million people a b e t t e r  l i f e .  This massive 
s t ruggle  fo r  the  betterment of one-sixth of the world's popula- 
t i o n  has aroused widespread popular sympathy, encouragement and 
strong support i n  the  United States .  The Indians have elected t o  
conduct t h i s  struggle by democratic means. It is, i n  a sense, an 
experiment t o  determine whether a large,  newly independent under- 
developed nation can build a modern s t a t e  without adopting 
au thor i t a r ian  methods. If India succeeds, th is  example w i l l  pro? 
vide inspira t ion f o r  other emerging nations and peoples elsewhere; 
i f  it f a i l s ,  authori tar ian government may provide the  a l ternat ive 
pat tern.  U.S. goals i n  India are: (1 )  To ass i s t  a s  we can 
India 's own objectives, which a r e  t o  achieve an economically 
viable ,  p o l i t i c a l l y  s tab le  and democratically inclined nation 
t h a t  can m i n t a i n  i t s  independence against any pressures from 
within o r  without; and (2 )  t o  dwelop a sympathetic appreciation 
of U.S. views and responsibi l i t ies ,  a s  well  as support f o r  U.S. 
object ives  and actions which must be taken t o  achieve them. 

Country Bckground 

During t h e  past decade India has been.making progress i n  d w e l o p  
ing i t s  material  and human resources. During the period of the 
F i r s t  and Second Five-Year Plans (1951-1961) national income rose 
42$ i n  constant prices.  The average annual ra te  of increase of 
per capi ta  income was only 1.68 because of a 208 increase i n  p o p  
ulat ion.  India's industr ia l  base has broadened a s  capacity has 
been expanded i n  s tee l ,  power, transport,  heavy machinery and 
consumer industries.  Despite a m j o r  e f f o r t  to dwelop the  r u r a l  
areas  i n  which a vast  majority of popuht ion lives,  agr icul tural  
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production has lagged behind indus t r i a l  growth. Social  d w e l o p  
ment, par t icular ly  education and health,  has advanced consider- 
a5ly but f a c i l i t i e s  a r e  s t i l l  def ic ient  i n  re la t ion  t o  need. 

The Central Government has a competent top l e v e l  c i v i l  service, 
but administrative a b i l i t i e s  a t  lover l w e l s  vary. The serious- 
ness of the  shortage of senior and middle management personnel 
has now been recognized by the Government. Despite these short- 
comings, however, t h e  Government has demonstrated a capacity t o  
manage a complex dwelopment program and t o  make e f fec t ive  use 
of i t s  own resources as  well aa those available t o  it from ex- 
t e r n a l  sources. The F i r s t  Plan vas financed largely out of 
domestic resources and accumulated reserves; since then a sig- 
n i f i can t  amount of foreign assistance has been provided. Of the  
$8.4 b i l l i o n  of foreign a id  conunitments made t o  India between 
195$ and 1961, including the  financing of food and f i b e r  imports, 
more than 608 has come from t h e  United States ,  about 15s from 
t h e  Soviet bloc, and the  remainder from Free World countries and 
internat ional  agencies. 

?he Third Five-Year Plan c a l l s  f o r  development expenditures of 
$24.4 b i l l ion ,  of which $15.8 b i l l i o n  w i l l  be i n  the  public 



sec tor  and 88.6 b i l l i o n  i n  the  pr ivate  sector.  Plan targets  
include: A 5$ per annum r i s e  i n  nat ional  income; se l f -  
sufficiency i n  foodgrains; expansion of heavy industry so tha t  
industr ia l izat ion needs a decade from now can be met largely from 
Indian resources; increase i n  employment opportunities, and a 
reduction i n  d i spar i t i e s  i n  income and wealth. The product of a 
sophisticated planning process, the  Plan represents a thoughtful 
M i a n  approach t o  the  soc ia l  and economic problems of t h e  coun- 
t r y .  

The e f f o r t  required t o  reach Plan t a rge t s  w i l l  severely tax the  
country's resources, but appears manageable i f  foreign exchange 
a v a i l a b i l i t i e s  a r e  timely and adequate. hkjor commitments f o r  
order placement and payments a re  needed during the  early years of 
t h e  Plan. After allowing f o r  a r i s e  i n  export earnings t o  almost 

t b i l l i o n ,  and debt repayments on e a r l i e r  loans of approximately 
b i l l i o n ,  $6.7 b i l l i o n  i n  external ass is tance w i l l  be needed t o  

meet Plan requirements. Although s h o r t f a l l s  i n  physical perform- 
ance and serious organization and manpower problems m y  impede 
attainment of Plan goals, substant ia l  gains appear within reach. 

s t ra tegy i s  directed toward providing U.S. assistance and mar- 
shaling other Free World a i d  i n  support of t h e  Third Plan. In  
ky-June 1961 an International Bank f o r  Reconstruction and 
Development (IBRD) sponsored consortium of Free World countries 
offered $2,225 million i n  commitments t o  meet India's require- 
ments for  order placement and payments f o r  the  f i r s t  two years 
of the  !Bird Plan (1961-1962 and 1962-1963). The United States 
offered to  provide $1,045 million, contingent on commensurate 
contributions from other Free World countries. IBRD and t h e  
Industr ia l  Development Authority (IDA) offered $400 million, and 
other consortium countries $780 million. Present e s t i m t e s  
indicate  tha t  another $220 million i s  needed from other consor- 
tium countries t o  cover 1962-1963 requirements. A meeting t o  
review the s ta tus  of present commitments and disbursements was 
held i n  January 1962 and t h e  consortium members w i l l  reconvene 
i n  hhy 1962, a t  which time the  need f o r  fur ther  commitments w i l l  
be discussed. Against i t s  projected two-year commitment, t h e  
United States expects t o  make available,  by the  end of FY 1962, 
development loans and Export-Import Bsnk c red i t  of $545 million 
f o r  t h e  f i r s t  year of t h e  Plan. 

The Government of M i a  hopes t o  spread t h e  benefits of d w e l o p  
ment through land and tax reform measures, community development 
scheme6 and establishment of cooperatives. Steps have a l so  been 
taken t o  accelerate  t h e  gains f o r  t h e  broad mass of the  people 
through fu r ther  expansion of health, education and soc ia l  welfare 
programs. The Government's commitment t o  the  development program 
is ref lected i n  t h e  p r io r i ty  it e x t e n b  t o  development i n  the  
a l loca t ion  of resources. Despite t h e  many and severe problems t o  
be faced, t h e  Plan remains t h e  best  vehicle f o r  the  Indian e f fo r t  
and f o r  U.S. and other support f o r  M i a .  

U.S. Assistance Strategy 

The p r d r y  p o l i t i c a l  stake which t h e  United S ta tes  has i n  the  
success of India's development e f fo r t s  has been noted above. In  
addition, Prime Minister Nehruls r o l e  a s  the  most in f luen t ia l  
leader  of the  Afro-Asian bloc makes it essen t ia l  f o r  us t h a t  he 
understand and, t o  t h e  me;rclnnun extent possible, support U.S. posi- 
t ions  on major internat ional  issues.  Although there  w i l l  be 
occasional divergencies of viewpoint on specif ic  issues (e  .g., 
t h e  m r i a n  uprising of 1956, Goa, Xsshmir, etc.  ), it i s  both 
desirable  and possible t o  achieve a re la t ive ly  high degree of 
consensus on major issues over the  long-run. 

Since India 's  commitment t o  a massive development e f fo r t  dominates 
both i t a  in te rna l  and internat ional  pol ic ies ,  U.S. assistance 

U.S. assistance takes the  form of long-term loans f o r  cap i ta l  
projects and essen t ia l  commodity imports; grants f o r  technical 
assistance i n  a var ie ty  of f i e l d s  including agriculture,  indus- 
t r y ,  education and t ra ining health and labor; and sales  f o r  
loca l  currency of surplus agr icul tural  commodities under t h e  
Food f o r  Peace Program. The loca l  currency generated by the 
l a t t e r  program i s  being loaned or granted t o  the  Government of 
India (GOI) t o  finance loca l  costs of development projects.  

Other U.S.-supported a c t i v i t i e s  a l so  contribute t o  India 's devel- 
opment and t o  attainment of U.S. goals. Cultural exchange end 
informational a c t i v i t i e s  and Peace Corps projects a r e  creating 
a b e t t e r  mutual understanding of our different  cultures.  

India expects about $900 million of disbursements from assistance 
pledged and expected from the Soviet bloc, and from comitments 
received outside t h e  consortium, a l l  of which contribute t o  meet- 
ing t h e  f inancial  requirements of the  Third Plan. The Soviet 
bloc also conducts cul tural  exchanges and technical ass is tance 
programs. Since 1951 the  Free World has provided about 85s of 
India 's external financing requirements. While Soviet bloc 
a c t i v i t i e s  a r e  an important supplement t o  Free World a id ,  they 
do not appear t o  be extensive enough t o  endanger India's inde- 
pendence. 



India 's self-help e f fo r t s  have been impressive, although contin- 
ued imprwement i s  possible i n  a number of instances. Long-term 
T ~ % T ' - c  5 -  ~ffinie~t n-r.3 zz;hiztizateC?. 9 - e  ~ % k ; i z t r ~ - t i Y ~  
mechanism f o r  planning and f o r  implementing development programs 
i s  constant* being imprwed. Domestic savings and investment 
a r e  increasing and the  dis t r ibut ion of the  burdens and benefits 
of development i s  generally equitable. India a l so  scores rela- 
t i v e l y  high on p o l i t i c a l  s t a b i l i t y ,  including ru le  and respect 
f o r  Lax, and equality of p o l i t i c a l  and economic opportunity. 

Among t h e  areas  of self-help which require fur ther  improvement 
a r e  t h e  following: 

(1) A more r e a l i s t i c  and effectively pursued export policy; 

(2 )  Higher ra tes  nf increase i n  pri7.st.e invectment, both fcreigr, 
and domestic; 

(3 )  Development of a sound manpower policy, including educational 
reforms and organization and management measures; 

(4) Improved administration of the  revenue system and enlargement 
of t h e  t ax  base; 

(5  ) Increased employment opportunities , part icular ly  among the  
r u r a l  population and the  educated unemployed; and, 

( 6 )  Further progress i n  land reform. 

Proposed AID Program f o r  FY 1963 

The funding proposed fo r  FY 1963 i s  t o  be used t o  a s s i s t  imple- 
mentation of p r io r i ty  projects within t h e  Third Plan. The con- 
t r ibu t ion  made by our programs toward attainment of par t icular  
sector goals i s  on a s ignif icant  scale of funding i n  some cases 
i n  others,  marginal amounts of a id  a r e  needed. Assuming the  
$2,225 million commitment l eve l  s e t  a t  t h e  Mey 1961 consortium 
reached, the  United States  would plan t o  make available $500 m i l -  
l i o n  i n  loans, of which $450 million would be prwided from 
Agency f o r  International Development (AID) Development Lending 
and $50 mil l ion from the  E + I m  Bsnb. Development Loans w i l l  be 
used t o  finance p r io r i ty  projects i n  power, transportation, coal, 
f e r t i l i z e r  a s  well  as development banks, important private sector 
projects and nonproject imports fo r  general economic support. 
Food f o r  Peace commodities a re  expected t o  continue on a scale  of 
$350 mil l ion under the  four-year sales  agreement signed i n  1960. 

The proposed $15.0 million Development Grant Program, which in- 
cludes $6.3 million f o r  malaria eradication, i s  f o r  a c t i v i t i e s  
design& t o  i~ l c r r aa t :  I l ~ u i a r ~  capacity t o  t r a m  t h e  sk i l l ed  man- 
power needed t o  ra i se  agr icu l tu ra l  and indus t r i a l  production and 
t o  improve public health. The Development Grant Program plays 
an important ro le  i n  enhancing t h e  effectiveness of cap i ta l  
assistance made available through U.S. Development Loans. 

India 's plan t o  ra i se  agr icul tural  output by 30% and annual 
foodgrain output from 80 million tons t o  100 million tons by 
1966 i s  one of t h e  major goals supported by U.S. assistance. 
This goal involves a large r i s e  i n  domestic f e r t i l i z e r  produc- 
t ion ,  improved agr icul tural  practices,  ava i lab i l i ty  of improved 
seed, development of small i r r i s t i o n  works and imprwed c red i t  
and marketing f a c i l i t i e s .  Development Grants w i l l  give tech- 
n ica l  help i n  i i i t rduciug improved agr icu i tu ra l  practices and 
upgrading agr icul tural  education. Development loans a r e  expected 
t o  finance f e r t i l i z e r  p h n t s  and f e r t i l i z e r  imports. Rupee 
a v a i l a b i l i t i e s  from Food-for-Peace sales  can help finance devel- 
opment projects including small i r r iga t ion  works. 

Closely re la ted power, transport and manufacturing goals c a l l  
f o r  a r i s e  i n  power capacity from 5.7 million t o  12.7 million 
KW by 1966, imprwement of road, ra i l road and port  f a c i l i t i e s  
and a major jump i n  industr ia l  output. Adviso~y services t o  
meet technical needs and improve productivity w i l l  be supported 
by Development Grants, while loans w i l l  continue t o  be allocated 
f o r  major plants,  supporting f a c i l i t i e s ,  c red i t  ins t i tu t ions ,  
and imports needed t o  maintain production and investment. 

Substantial  sums have been allocated t o  imprwement of education 
and health. Principal emphasis is being placed on educating 
children below age 12 and on science, vocational, engineering 
education and teacher t ra ining.  To accommodate the  expected 
growth i n  school population a substant ia l  increase i n  educational 
plans i s  envisioned. U.S. assistance i n  education is focused 
primarily on engineering and vocational education and on teacher 
t ra ining.  

In  health, increased emphasis i s  t o  be placed on public health 
preventive services,  with a major objective t h e  p rwis ion  of safe  
drinking water i n  vi l lages .  The Government of India w i l l  devote 
a t t en t ion  t o  expanding medical t ra ining f a c i l i t i e s ,  eradicating 
malaria and other diseases and t o  family planning. U.S. ass i s t -  
ance w i l l  contribute t o  support of the  malaria eradication pro- 
gram and t o  ass i s t ing  imprwement of medical and nursing t ra in ing  
ins t i tu t ions .  



Accomplishments 

U.S. a id  programs a re  conducted within t he  context of M i a ' s  
development plan which i s  a phased program directed toward wen- 
tual attainment of self-sustaining economic grovth. India's 
s t ra tegy of development recognizes the  importance of conscious 
planning as  t h e  mechanism f o r  effecting.fundamenta1 social  and 
economic changes. To a t t a i n  plan goals, India has inst i tuted land 
and t ax  reforms, promoted t he  grarth of cooperatives and has given 
pr io r i ty  t o  development of public services. These and other mea- 
sures f o r  mobilizing t h e  country's resources a r e  intended t o  reduce 
d i spar i t i es  i n  income and wealth and t o  promote soc ia l  justice.  
India's self-help measures have therefore progressed beyond the  
basic organizational and ins t i tu t iona l  changes generally recog- 
nized a s  necessary preconditions t o  economic development. Current 
self-help measures a r e  largely refinements and extensions of pro- 
@;rams already under way. The major r o l e  which t he  United States 
can play i s  t o  a s s i s t  i n  stimuLating improvements i n  existing pro- 
grams and i n  bringing about an awareness of t he  need f o r  new mea- 
sures. While key self-help actions depend basically upon M i a n  
in i t i a t ive ,  t he  United States can, through technical assistance, 
do much t o  induce fur ther  Indian self-help ac t i v i t i e s .  

I n  view of t he  limitations on U.S. resources and t he  almost l i m i t -  
l e s s  M i a n  needs, a restructuring of the  Development Grant Pro- 
gram was undertaken t o  concentrate t he  program around key sections 
i n  the  development plan. A number of a c t i v i t i e s  were terminated 
or  a re  t o  be phased out by t he  end of FY 1962. Other projects 
were terminated became U.S. objectives were accomplished. As a 
resu l t ,  a substant ia l  reduction i n  the  number of Development Grant 
projects w i l l  have been accomplished by the end of FY 1962. This 
i s  expected t o  resu l t  i n  some reductions i n  U.S. s t a f f  and a s h i f t  
of personnel t o  f i e l d  s ta t ions.  The focus of the  program w i l l  be 
on projects i n  food production, indus t r ia l  development and human 
resource development. More effect ive concentration of technical 
and f inancial  resources on fewer a c t i v i t i e s  i s  expected t o  resu l t  
i n  a greater impact. 

The most s ignif icant  program i n  stimulating food production i s  the  
Intensive Agricultural Dis t r i c t  Program being conducted i n  c o l l a b  
oration with t he  Ford Foundation. Under t h i s  program, p i lo t  proj- 
ects have been s e t  up in seven d i s t r i c t s  of swen  States  covering 
over two million farmers t o  demonstrate how application of modern 
agr icu l tu ra l  techniques plus f e r t i l i z e r ,  improved marketing, credit  
and storage f a c i l i t i e s  can ra i se  food production and increase farm 

income. This massive demonstration program i s  t o  continue 
through the Third Plan. Other s ignif icant  a c t i v i t i e s  which the  
United States w i l l  support include establishment of seed produc- 
t i on  farms and a seed cer t i f i ca t ion  service which w i l l  c o n t r i b  
ute  t o  increasing crop yields by making available high quality 
seeds t o  M i a n  cultivators;  strengthening of agr icul tural  ex- 
tension ac t iv i t i es ;  and improvement i n  s o i l  and water management 
practices.  

Our most significant education project i s  the  development of the  
M i a n  In s t i t u t e  of Technology a t  Kanpur into a principal higher 
technological i n s t i t u t e  with assistance t o  be provided by a con- 
sortium of nine leading U.S. engineering inst i tut ions.  This 
project i s  actually getting under way t h i s  year a f t e r  more than 
two years of planning and negotiation. Other significant proj- 
ects  include t he  establishment of teacher t ra ining f a c i l i t i e s  
f o r  the multipurpose secondary schools, the establishment of a 
craf ts  instructor t ra ining center and improvement of nursing and 
medical education f a c i l i t i e s .  

Significant Indian self-help ac t i v i t i e s  have been induced by 
U.S. technical assistance projects. As a resu l t  of t he  e s t a b  
lishmentwith U.S. assistance of the  f i r s t  land grant agricul- 
t u r a l  university i n  Uttar Pradesh State,  three other Indian 
States  have taken steps t o  s e t  up similar inst i tut ions.  !Chis 
development could have a profound influence on t he  future  devel- 
opment of agr icul tural  education. The t ra ining of 300 Indian 
engineering instructors i n  U.S. univers i t ies  has enabled the 
M i a n s  t o  t r a i n  additional instructors i n  Indian inst i tut ions,  
thereby strengthening the base of engineering education. The 
f e r t i l i z e r  demonstration program stimulated recognition of t he  
importance of f e r t i l i z e r  and stimulated danand f o r  it, and the  
government i s  now undertaking t o  construct production f a c i l i t i e s .  
The grain storage project demonstrated the f ea s ib i l i t y  of cer- 
t a i n  types of storage f a c i l i t i e s  and the  M i a n  Government ex- 
pects t o  u t i l i z e  t h i s  information i n  constructing storage 
f a c i l i t i e s .  !be malaria eradication program has reduced the  
incidence of malaria by 80% and deaths from two million t o  
80,000 a year. The success of t he  program i s  a t t es ted  t o  by the 
f ac t  tha t  spraying operations a r e  now being drast ical ly  cur ta i led 
and a surveillance program organized by M i a n  technicians i s  
supplanting the  eradication program. As U.S. ass i s tance , i s  
phased out t h e  program w i l l  be continued by M i a n  personnel. 



Country: I N D U  GENERAL E C O N O M I C  DATA 

BASIC DATA 

AVERAGE 
Unit I N D I A  (UNOEV A R E A S  

LREA & POPULATION 

Area ................ 1000 sq.mi. 1. 270 xxx 
a ... Population (1961) 

..... Annual Growth 

Density per  sq.mi. 

LGRIC ULTURAL LAND 

5 of Total Area ..... 
Per Capita .......... 

...... ? O W  PER CAPITA 

DUCATION 

Literacy Rate ....... 
Pupils a s  4 of Pop . 

(Prim . & Sec . ) ..... 
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(Prim . only) ....... 

E!G!z 

..... Life Ekpectancy 

People per Doctor ... 

M i 1  . 
e 

No . 

e 
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e 

e 

No . 

Y r s  . 
No . 

440 xxx 

2.3 2.4 

3L7 40 

C;F.ES NATICIVAI. ~ O D U C T *  ............... Total  GNP ( x n  1960 Prxces) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

....... . AGRICULTURAL PRODUCTION INDEX T6AL 
Index Per Capita ......................... 
Grains ................................... 

................ INDUSTRIAL PROIJUCPION INDEX 

....................... COST OF LIVING INDEX 

FOREIGN TRADE 
Total  Ecports ( f  .o. b. ) (Payments  asi is) ... 

Tea (Gustoms Basis) .................... 
~ o t a l  ~ m ~ o r t s ~  (c . i . f .  ) ................... 

Wade Balance ....................... 
Wade with United S ta tes  (U . S . data):  

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

Wade Balance .................. 
...... GOLD & FOREIGN EXCHANGE (end of year) 

Unit 

$ Bil l ions  
Dollars 
Percent 

$ Millions 
It 

I, 

I, 

$ Millions 
I 1  

I, 

Calendur Years 

-Million Dollar Equivalents . 

C k X T R U  GOVERNMENT FINANCES * FY ending Mar . 31 1960 1961' 1 9 6 2 b d )  -- 
................................ Total  Expenditures 3. 786 

(Defense Expenditures) ....................... (628 
(Capital Outluys) ............................ (1. 553 

Domestic Revenues ................................. 2. 527 

Budget Receipts from N0n.U.S. Foreign Aid ......... 2 92 

Budget Receipts from U.S. Aid  rants & Loans) .... 152 

.............. Remaining Def ic i t  ( - )  o r  Surplus (+) -815 .l. 004 -833 

+ . Converted a t  4.762 Rupees per U . S . $ . 
a - Includes Kashmir . Jamu . 
b . F!is beginning April  of year shown . 
c . Revised budget estimates . 



FINANCIAL DATA 
Country: INDIA 

Obligations and Commitments FI 
(mil l ions  of d o l l a r s  6 d o l l a r  equiv. 1 11946-1961 1 lzl 1 1 2 2  

AGENCY FOR INTlL DEVELOPMENT - TOTAL... 

Development Loans... ................. 
Development Grants................... 

(T.C. p r io r  to FY 1961) 
Supporting Assistance................ 

(DS/SA pr io r  t o  FY 1961) 
Other MSP Ecorwmic................... 

FOOD FOR PEACE (P.L. 4801 
T i t l e  I, Country Uses. ............... 

( s a l e s  Agreements) ................. - 
T i t l e  II............................. 
T i t l e  III............................ 
Ti t l e  N............................. 

OTHER U.S. ECONOMIC PROGRAMS........... 

MILITARY ASSISTANCE (Programs) 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non-M.A.P. Mili tary Assistance.. ..... 

ASSISTANCE FROM INTlL AGENCIES 
IBRD - World Bank ................... 
I n t e r n a t ' l  Finance Corp. ............ 
Internat ' s  Devel. Assoc. ............ 
UN Tech. Assist.-CY ending in  FT .... 
UN Special  Fund ..................... 

OTHER FREE WORLD ASSISTANCE 
United Kingdom ...................... 
Canada .............................. 
Germany ............................. 
Japan ............................... 
I t a l y  ............................... 
All Other ........................... 

SINC-SOVIE!T BLOC ASSISTANCE ........... 
U. S. DOLTAR LOAN REPAYMENTS 

Export-Import Bank .................. 
.............. Other Government Loans 

July-Dec. 1961.. Ass i s t .  extended pr ior  t o  FY 1958 not known. 
I 
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I r a n  sha res  a 1,200 mile border wi th  the Soviet Union and is  
L I I ~  g e u & ~ d p L u ~  i u i n  u e t n e i i i  LCD C t i i - x a ;  TiruLJ S r & z . f Z & t i G L  

(CENTO) par tners ,  Turkey and Pakistan.  I r a n ' s  loca t ion  and open 
a s soc ia t ion  with the  West g ives  the  Free World a considerable 
stake i n  the  i n t e g r i t y  of t h i s  country of 21.1 mi l l ion  persons. 
I ts  movement i n t o  the Soviet  o r b i t  would mean not  only the  l o s s  
of I r a n ' s  o i l  reserves  b u t o a l s o  a s p l i t  of the CENT0 powers and 
a t h r e a t  t o  access  t o  other Middle Eastern petroleum reserves .  

I r a n  has maintained i t s  independence and open comitment t o  the 
West i n  the  face  of heavy Soviet  r ad io  propaganda, t h r e a t s ,  sub- 
vers ive  e f f o r t s  and diplomatic blandishment. The g rea t e s t  
t h r e a t  t o  I r a n ' s  continued independence, however, stems from 
i t s  own i n t e r n a l  p o l i t i c a l  and economic weaknesses. It i s  i n  
the  ii. S .  i n t e r e s t  t o  he lp  Irar. overcone these shortco?oings 
through economic development and reform. 

Country Background 

The p o l i t i c a l  unres t  which has characterized I r a n ' s  recent  h i s -  
t o r y  h a s  i ts  o r ig in  i n  the  s o c i a l  and economic evolution now 
underway i n  the  country. A growing urban middle c l a s s  i s  be- 
coming increasingly e f f ec t ive  i n  challenging the  pos i t ion  of 
t h e  t r a d i t i o n a l  e l i t e .  Pressures f o r  modernization of I r a n ' s  
quasi-feudal  s o c i a l  i n s t i t u t i o n s  and p ro te s t s  aga ins t  corruption 
and ine f f i c i ency  i n  government are  in tense .  The i l l i t e r a t e  and 
poor peasantry,  which i s  about 70$ of the  population, continues 
t o  be under the  domination of a r e l a t i v e l y  small group of land- 
lo rds .  They have, a s  ye t ,  only a l imi ted  perception of t he  pos- 
s i b i l i t y  of improvement in  t h e i r  s t a t u s  and remain p o l i t i c a l l y  
a p a t h e t i c  . 
The Shah has spoken f requent ly  and publ ic ly  i n  favor of i n s t i -  
t u t i o n a l  reform and economic progress.  For the  f i r s t  time, t he  
Shah i n  May 1961 ent rus ted  the  governmental r e ine  t o  a reformist  
Prime Minis ter ,  A l i  Amini. Amini has been s t r iv ing  t o  e s t a b l i s h  
a moderate p o l i t i c a l  base and i n s t i t u t e  long overdue reforms. 
I n  t h e  face  of growing c o n f l i c t s  between the conservative group 
i n t e n t  on preserving t h e i r  s t a t u s  and prerogatives and the  
f o r c e s  demanding change, the  Shah has tended t o  r e l y  increasing- 
l y  on h i s  s ecu r i ty  forces  t o  maintain the progrees won by the  
Amini Government. 

I r a n  has been s t r i v i n g  t o  accelera te  the  pace of modernization 
through a na t iona l  economic development plan. The Second Seven- 
Year Plan i s  now approaching completion. National output,  dee- 
p i t e  poor recent  crops, has increased by roughly 30qb i n  r e a l  

PRIOR and CURRENT PROGRAMS 
Dtvnlo D,Gra ntc (Millions of Dollars) 

I 1 g ~ h r o u p h  Feb. 2 8 , 1 9 6 2  

PROPOSED PROGRAM 
I (Millions of Dollars) 

I 1 DL estimate $40-60 million 

terms s ince  the  inauguration of t h i s  Plan i n  1955. This  r a t e  
of growth, which i s  high r e l a t i v e  t o  t h a t  achieved by o ther  
underdeveloped countr ies ,  was f a c i l i t a t e d  by the  rapid advance 
of petroleum sector  a f t e r  production was resumed i n  1955. 
The investment r a t e  achieved - averaging 16-19 of Gross Nat- 
ional .Product  (GNP) per year - was made poss ib le  l a rge ly  by 
a t r i p l i n g  of o i l  revenues (1955 - $91 mi l l ion:  1961 - $294 
mi l l ion)  and an inflow of foreign grants  and loans i n  excess of 
$400 mi l l ion  during the Plan Period. Fa i lu re  t o  coordinate 
adequately Second Plan expenditures with the mi l i t a ry  build-up, 
public expenditures outside of the  Third Plan, and p r iva t e  i n -  
vestment a c t i v i t i e s  r e su l t ed  i n  i n f l a t i o n  and a rapid draw down 
of fore ign  exchange reserves ,  which reached c r i s i s  proport ions 
i n  the  spr ing  of 1960. The I ranian  Government i n  the  f a l l  of - - 
1960 agreed with the  In t e rna t iona l  Monetary Fund (IMF) on a s t a -  
b i l i z a t i o n  program which r e s t r i c t e d  c r e d i t ,  budgetary expend- 
i t u r e s  and non-essential  imports. 

Prime Minister  Amini has sought t o  adhere t o  the  s t a b i l i z a t i o n  
program i n  the  f ace  of opposit ion from the  commercial comuni ty .  
Serious budgetary problems, pa r t ly  inhe r i t ed  from the preceding 
government and pa r t ly  aggravated by p o l i t i c a l  concessions i n -  
cluding pay increases  f o r  teachers ,  caused the Amini government 
t o  seek U .  S. ass is tance  sho r t ly  a f t e r  it came i n t o  o f f i ce .  To 
help  prevent po ten t i a l ly  grave p o l i t i c a l  and economic consequences, 



t he  United S t a t e s  provided i n  FY 1962 a $15 mi l l ion  Supporting 
Assistance grant  f o r  genera l  budgetary support,, i n  addi t ion  t o  
the  $15 mi l l ion  grant  already provided t o  he lp  f inance the  m i l -  
i t a r y  budget. The United S t a t e s  a l s o  agreed t o  provide loans  of 
$20 mi l l i on  f o r  work planned o r  i n  progress under the  Second 
Sevew Year Plan. 

The present  government has been engaged i n  formulating i t s  
Third Plan which c a l l s  f o r  a t o t a l  public and p r iva t e  outlay of 
approximately $5.0 b i l l i o n  over a f i v e  and one-half year period.  
Its broad goals  are :  6% annual growth i n  GbIP despi te  an expected 
slowing down of the  r a t e  of increase i n  output of the  o i l  indus- 
t r y ,  c r ea t ion  of new employment oppor tuni t ies ,  and a more equit , -  
ab l e  dis 'cribution of income. Although the  Plan e s t ab l i shes  
goa l s  which may be high, it i s  a promising approach t o  fu tu re  
development. The Third Plan i s  ca lcula ted  t o  take  advantage of 
t he  s u b s t a n t i a l  momentum b u i l t  up by investments made during the  
Second Plan Period and, i n  addi t ion ,  it c a l l s  f o r  a more ba l -  
anced program f o r  t h e  e n t i r e  economy and c lose r  coordination be- 
tween development objec t ives  and na t iona l  f i s c a l ,  budgetary, and 
monetary p o l i c i e s .  

Preliminary ana lys i s  of the  Third Plan ind ica t e s  t h a t  under pre-  
s en t  p ro jec t ions  of development expenditures,  t he re  w i l l  be a 
resource gap of about $900 mi l l ion .  The I r an ian  government i s  
now def in ing more prec ise ly  the  P lan ' s  content ,  cos t s  and foreign 
exchange requirements and considering what measures it may take 
t o  increase  I r an ian  developmental resources.  I r a n ' s  fore ign  ex- 
change requirements over the Third Plan Period w i l l  be heavy. 
In  addi t ion  t o  imports f o r  development needs and f o r  maintenance 
of t he  economy, I ran  must serv ice  a s u b s t a n t i a l  foreign debt on 
both publ ic  and p r iva t e  account. 

The prospects f o r  achievement of t he  goals  of t he  Third Plan 
have been improved by the  advent t o  power of Prime Minister  
A l i  Amini. Amini has already demonstrated h i s  in tent ion  of i n i -  
t i a t i n g  the  adminis t ra t ive ,  s o c i a l  and economic reforms which 
a r e  p re requ i s i t e  t o  the  success of the  Plan.  Despite the  r e -  
s i s t ance  of t h e  p a r e r f u l l a n d l o r d  c l a s s ,  he i s  proceeding vigor-  
ously t o  implement a p i l o t  land reform p ro jec t  which i s  t o  serve 
a s  a guide f o r  working out  a f e a s i b l e  na t iona l  program. A cou- 
rageous a t t a c k  on corruption in  government has been launched. 
It i s  s t i l l  uncertain,  however, whether Amini can muster suf-  
f i c i e n t  p o l i t i c a l  backing t o  survive a s  Prime Minis ter  i n  the 
f ace  of s t rong opposit ion from both the  National  Front, t he  
pa r ty  of Mossadegh's supporters,  which seeks t o  replace him, 
and the  conservative f ac t ions  which a r e  opposed t o  h i s  reforms. 

U.S. Assistance St ra tegy 

The major objec t ive  of the  A I D  program is  t o  a s s i s t  the  Govern- 
ment of I ran  t o  overcome the  i n t e r n a l  p o l i t i c a l  and economic 
weaknesses which threa ten  i t s  s t a b i l i t y  and independence. In  
pursuing t h i s  objective,  the  United S t a t e s  must employ an a s -  
s i s tance  s t r a t egy  which has severa l  major elements: 

Encouragement of the  I ranian  Government's e f f o r t s  
t o  u t i l i z e  i t s  own resources more e f f ec t ive ly  and, 
where appropriate,  provision of advice and a s s i s t -  
ance i n  t h i s  respect .  We must continue t o  urge the  
Government of I r an  t o  i n s t i t u t e  necessary progres- 
sive measures, such a s  land and t a x  reform, and i m -  
proved administrat ive p rac t i ces ,  such a s  the consol- 
idated budgetary procedure i n s t i t u t e d  t h i s  year.  

(2)  S h i f t  of U.S. a i d  from Supporting Assistance g ran t s  
f o r  the  I ranian  m i l i t a r y  budget t o  loans  i n  support 
of economic development. The Government of I ran  
(GOI) has a l ready been informed t h a t  FY 1962 i s  the  
l a s t  year i n  which budgetary support g ran t s  would be 
made. This decision maj c rea t e  a s t r a i n  on U.S. r e l -  
a t ions  with the  Shah because of i t s  f i n a n c i a l  impli- 
ca t ions  f o r  the  m i l i t a r y  budget t o  which the Shah 
a t t r i b u t e s  utmost importance and because of h i s  
doubt a s  t o  whether the  el imination of U. S. sup- 
po r t  t o  the  m i l i t a r y  budget w i l l  be compensated 
f o r  by a commensurate increase i n  the  l e v e l  of 
economic development ass is tance .  

( 3 )  Support of the  I ranian  Third P h .  The World Bank 
contemplates convening i n  June a meeting of possible 
consortium members t o  evaluate the  Plan and t o  con- 
s ide r  Free World support f o r  it. The United S t a t e s  
i s  now assess ing  the  t o t a l  fore ign  ass is tance  needed 
f o r  t he  Plan, s t eps  which should be taken toward ob- 
t a in ing  the maximum contr ibut ion  from other  members 
of the consortium, and the  magnitude of U. S. a s s i s t -  
ance which may be required.  The p o s s i b i l i t y  of a 
long-range U. S. commitment is a l s o  under considera- 
t i on .  

Proposed AID Program f o r  FT 1963 

A Development Grant program t o t a l i n g  $5.2 mi l l ion  and Develop 
ment Loans wi th in  B range of $40-60 mi l l ion  a r e  proposed f o r  t he  



FY 1963 Agency f o r  In ternat ional  Development (AID) program. Further 
grants  of P.L. 480 commodities a re  contemplated f o r  continuation 
of a vorks F r n , p m  I ~ i t i n t e d  t h i s  year mder  T i t l e  11, Sectior! 
202 author i ty .  A se lec t ive  use of the  Peace Corps i s  a l so  
envisaged. It i s  t en ta t ive ly  estimated t h a t  up t o  $10 mill ion 
of a c t i v i t i e s  under the  Third Plan which are  sui table  f o r  
Export- Import Bank (Ex- b) financing may emerge i n  FY 1963. 

The precise  amount of Development Loans required from i?Y 1963 
funds cannot be determined u n t i l  a thorough analysis of the Third 
Plan i s  completed by AID, the  Government of Iran indicates  what 
fu r the r  self-help measures w i l l  be taken t o  marshal a g rea te r  
portion of i t s  own resources i n  support of the Plan, and some 
firmer t'wis e x i s t s  f o r  estimating the  amount of support I r an  can 
expect from other foreign lenders. Preliminary estimates of the 
gap between resources required t o  meet the Third Plan object ives  
and the  domestic resource a v a i l a b i l i t i e s  indicates t h a t  U.S. 
ass is tance of $40-60 mil l ion w i l l  be needed for  the  ea r ly  funding 
requirements of the  Plan. Early support of the Third Plan w i l l  
enable I r an  t o  maintain t h e  momentum of the  flow of investment 
generated by the Second Plan, and w i l l  a l s o  make it possible f o r  
t h e  United Sta tes  t o  be associated with key a c t i v i t i e s  i n  t h e  
Third Plan a t  the  beginning of the  Plan period so that maximum 
influence can be exerted over t h e i r  fu ture  direction.  

Furthermore, during the  course of the  meeting of po ten t i a l  lender 
countries which the  Internat ional  Bank f o r  Reconstruction and 
Development (IBRD) is  considering sponsoring i n  June 1962, it may 
prove t o  be desirable f o r  the U.S. t o  give an indicat ion of the  
magnitude of loans with which it proposes t o  support the  Third 
Plan. Therefore, i n  addi t ion t o  the $40-60 mill ion of Development 
Loans which may be msde avai lable  t o  I ran from F'Y 1963 funds, AID 
may commit an addit ional sum - perhaps up t o  $40- 50 mill ion t o  be 
funded from FY 1964 o r  subsequent appropriations f o r  development 
lending. 

The spec i f i c  FY 1963 program a c t i v i t i e s  i n  Iran w i l l  be d i rected 
toward th ree  goals i n  support of the  Third Plan. These goals are :  

(1 )  A ~ s i s t  and encourage the Government t o  undertake sound and 
coordinated long-range economic, f i s c a l  and soc ia l  deve lop  
ment planning essen t i a l  t o  the  effect ive  mobilization and 
u t i l i z a t i o n  of the country's  resources and a i d  the  govern- 
ment t o  develop ins t i tu t ions ,  tools,  and personnel t h a t  w i l l  
provide e f fec t ive  implementation of the  Third Plan a s  well a s  
e f fec t ive  management of the  re la ted general economic and 

( 2 )  Aid the  Government of Iran t o  plan and implement i t s  
educational and vocational development programs i n  
u l  uer  t u  w!c L Lhe ~~ lu~ l t !u~uLt !  Llrmpuwer r  e y u l r  emell ~s 
r e su l t ing  from development a c t i v i t i e s  a s  well  a s  
t o  ant ic ipate  longer range educational needs. 

( 3 )  Encourage and support Iranian act ions  within the 
framework of the Third Plan t o  develop agr icul-  
t u r a l  arrd indus t r i a l  production f a c i l i t i e s ,  anc i l -  
l a r y  services and a c t i v i t i e s  which together would 
afford  nat ional  economic capacity su f f i c i en t  t o  
permit approximate r ea l i za t ion  of Third Plan goals 
f o r  employment and income growth. 

Accomplishments and Changes 

AID, i n  a cooperative e f f o r t  with such organizations a s  the  
IBRD, the Internat ional  Monetary Fund (IMF) and the United 
Nations (UN), has played a s ignif icant  pa r t  in  inspirfng,  
guiding, and ass i s t ing  the Iranian development program. AID 
has used the  opportunit ies presented by Iranian requests f o r  
American assistance t o  urge the GO1 t o  improve i t s  economic 
and f inanc ia l  management and t o  help it take s teps  t o  modern- 
i ze  i t s  i n s t i t u t i o n a l  s t ructures .  

I ran  has made s ign i f i can t  recent progress in  improvement of i t s  
economic planning capacity, a s  well a s  the development of mech- 
anisms and i n s t i t u t i o n s  f o r  influencing the course of i t s  econ- 
omy. Evidence of the progress achieved i n  the l a s t  two years 
includes the establishment of a cen t ra l  bank, the appl ica t ion 
of c red i t  controls,  adoption of import r e s t r i c t ions  t o  conserve 
foreign exchange, establishment of a Supemisory Committee on 
Government Borrowing t o  l i m i t  the uncontrolled borrowing of 
government agencies, issuance f o r  the  f i r s t  time of a consol- 
idated budget c a l l ,  draf t ing of a comprehensive Third Economic 
Development Plan, and establishment of the  Indus t r i a l  and Min- 
ing Development Bank of Iran t o  promote greater  investment i n  
pr ivate  productive enterpr ises .  The Prime Minister has recent-  
l y  announced h i s  determination t o  e s t ab l i sh  a cen t ra l  budget 
bureau arid t o  i n i t i a t e  reforms in  the  p u t l i c  revenue system; 
action i n  both of these areas  is  an e s s e n t i a l  t o  f irmer a l loca-  
t ion  of resources i n  support of Third Plan goals. He has a l -  
ready i n i t i a t e d  a program of reform in  the p o l i t i c a l l y  treach- 
erous a rea  of land tenure. 

Other examples of the kind of success A I D  has been achieving 
through i t s  technical  ass is tance a c t i v i t i e s  include: soc ia l  services.  



FINAXIAL DATA - 
Agricul tura l  Extension Service.  The Extension Service i s  today 
one of t he  most popular and powerful fo rces  a t  work i n  I r a n  f o r  
the  development of a b e t t e r  way of l i f e  f o r  the  farm fami l i e s  i n  
scme 45,000 v i l l a g e s  who make up about 80% of the  population of 
t he  country. 

The rapid ly  growing s t a f f  of I ranian  extension agents f i n d  
ready acceptance of the  new farming techniques they a r e  teach- 
ing.  Already, it i s  est imated t h a t  60$ of the  farmers of I r an  
a r e  p lant ing  improved seed wheat, the  p r inc ipa l  crop. Wheat 
smut has been eradica ted .  Yields have been r a i sed  by use of 
commercial f e r t i l i z e r s ,  which have increased from 3,000 t o  over 
50,000 tons  in  recent  years .  

Farm Cooperatives. U.S. A I D  has a s s i s t e d  the  Agr icul tura l  Bank 
i n  the  development of a g r i c u l t u r a l  cooperatives a s  r u r a l  u n i t s  
of organization f o r  obtaining c r e d i t  f o r  purchasing, producing 
and marketing. Some 850 a g r i c u l t u r a l  cooperatives have been 
developed. 

Development of another type of farm cooperative, l o c a l  water 
s o c i e t i e s ,  has been promoted by advisory a s s i s t ance  and guid- 
ance through Water Resources Management and Development. Tra in-  
ing  of technica l  personnel t o  f a c i l i t a t e  expansion of t he  water 
s o c i e t i e s  and improve t h e i r  management and operations i s  an ob- 
j ec t ive  of a t h i r d  p ro jec t .  

Program Office i n  Ministry of Education. 

The Ministry has e s t ab l i sned  a program and planning o f f i c e  
s t a f f e d  by U. S. - t r a ined  I ranian  s p e c i a l i s t s  t o  develop yecom- 
mended improvements i n  both management and education program- 
ming. The f i r s t  accomplishment of t h i s  group has been t o  b r ing  
about a bas ic  reorganization of t he  vocational  education program 
of the  Ministry.  

. AGENCY FOR INT'L DEYELOPMENP TOTAL... 

Obligations and C o d t m e n t  s 
(mill ions of d o l l a r s  & d o l l a r  equiv.) 

Development bans.................... 
Developent 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 HSP Ecommic.....;............. 

FOOD FOR PEACE (P.L. &SO) 
T i t l e  I, Country Uaea................ 

( W e e  ~pe-nt~)................. 
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

FY 
1946-1961 

........... EX-M BANK LONGTERM LOANS.. 

MILITARY ASSISTANCE (Pmaramsl 
. H.A.P. Grant Aid................... 
. H.A.P. Credi t  Assistance........... ....... N0n-M.A.P. W i t a r y  Assistance 

FT 
1961 

ASSISTAKE FROM INT'L AIXNCIES ................... IBRD (world ~ a n k )  
In ternat ional  Finance Corp. ......... 
UN Tech. Ass i s t  .-a ending i n  FY .... ..................... UN Special  Fund 

FY 
1962 

OTHER FREE WORLD ASSISTANCE ........... 
........... SINO-SOVIET BLOC ASSISTANCE 

U.S. DOLLAR LOAN REPAYMENTS 
MSP and P. L; 480 Loans .-. ............ 10.3  
Export-Import Bmk .................. 17.3 
Other Government Loans .............. NA 

a /  July -De cembe r 1961. - 
b/ Fiscal  Years 1950 through 1961. 



Country: I R A N  GENERAL ECONOMIC DATA 

Calendar Years 

BASIC DATA Unit 

; R ~ S  NATIONAL PRODUCT* a ............... Total  GNP ( a n  1960 Prrces) 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

8 Millions 
Dollars 
Percent 

AVERAGE - 

Unit I R A N  (UNDEV.  AREAS 

lREA & POPULATION 

....... LCRICULTURAI, PRODUCTION INDEX - T6AL ......................... Index Per Capita 
Wheat .................................... Population (1961) ... 

Annual Growth ..... 
Density per sq.mi. 

Mil. 

k 
NO. 

k 
Acres 

K W B / Y ~  

k 

k 

No. 

Y r s  . 
No. 

....................... PETR0LF;UM PRODUCTION H i l l .  MT 

2OST OF LIVING INDEX ....................... 
FOREIGN TRADE 

Total  Exports (f  .o.b. (payments  asi is)^. . ................................. Cotton 
m t a l  ~mports  (c . i . f . )a  ................... 

..................... Trade Balanceb.. 

GRICULTURAL LAND 

..... k of Tota l  Area 

.......... Per Capita 
Trade wlth United S ta tes  ( U . S .  d a t a ) :  

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

Trade Balance .................. 
$ Millions 

I, 
POWER PER CAPITA ...... 

...... GOLD & FOREIGN EXCHANGE (end of year) EDUCATION 

....... Literacy Rate 

Pupils a s  $ of Pop. 
(prim. & ~ e c .  ) ..... 

Pupils per  Teacher 
(prim. only) ....... 

Million Dollar Equivalents - 
CENTRAL GOVERNMENT FINANCES* FY ending lhr. 

Total  Expenditures ................................ 
(Defense ~ x p e n d i t u r e s f  ....................... 

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

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... HEALTH 

Li fe  Expectancy ..... 
People per Doctor ... 

Budget Receipts from U.S. Aid  rants Pc Loans) .... 
.............. Remaining Def ic i t  (-) o r  Surplus (+) 

+ - Converted a t  75 Rials per U.S. $. 
a - Years beginning March 21 of year shown. 
b - Substant ia l  o f f se t t ing  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 - Ekcludes milXary construction mostly financed by MAP. 





l r a q  





I r a q  is  bas i ca l ly  an a g r i c u l t u r a l  and pas to ra l  country,  wi th  a 
populat ion of about seven mi l l ion  and an area  s l i g h t l y  l a r g e r  
+cn7 C h a t  ,?f Pc.?ifcl-r, i? It ChLii.Cj Lorderb: ..:'f' -:x -'- 

"A .a*.. . W L L  I DL c u u l ~ ~ l r r 6 :  

Turkey, Syr ia ,  Jordan, Saudi Arabia, Kuwait and I ran .  This 
c e n t r a l  loca t ion ,  i t s  r i c h  o i l  reserves ,  and the  most favorable 
resource balance i n  t h e  Near Eas t ,  could enable I r a q  t o  play a 
major r o l e  i n  t ne  p o l i t i c a l  and economic l i f e  of t he  a r ea .  

A Western-oriented r e g h e  was overthrown by revolution i n  
J u l y ,  1958. Its successor,  the  Q a s s i m  government, dropped t h e  
former c lose  t i e s  with t he  West, and has accepted s u b s t a n t i a l  
economic and m i l i t a r y  ass is tance  from the  Soviet b loc .  The 
l a r g e  number of Communists i n s t a l l e d  i n  t he  government and i n  
I r a q i  organiza t ions  immediately a f t e r  t h e  revolution has  been 
g r e a t l y  reduced within t he  p a s t  year .and a ha l f ,  and C m u n i s t s  
no longer  hold t he  most i n f l u e n t i a l  p s s i t i ons .  Various f a c t o r s ,  
however, including our c lose  a s soc i a t i on  with t h e  pre-revolution- 
a r y  regime and with t h e  B r i t i s h ,  t he  Government of I r a q ' s  ( M I )  
d i spu te  wi th  t h e  I r a q  Petroleum Company, and our pos i t i on  on 
I r a q ' s  claim t o  Kuwait have cont r ibuted  t o  continued s t r a i n  i n  
our r e l a t i o n s  with t h e  Qassim government. A t  the  same time, 
l ack  of not iceable  progress toward economic and s o c i a l  goals ,  
and Qassim's e r r a t i c  p o l i c i e s  have l e d  t o  the  present  I r a q i  d i s -  
i l lus ionment  wi th  t h e  regime. I n  these  circumstances, t h e  United 
S t a t e s  has  pursued a watckful and cautious course. 

Country Background 

The v i o l e n t  revolution of 1958 served a s  a dramatic i l l u s t r a t i o n  
of t h e  d i s s a t i s f a c t i o n  of t he  people of I r a q  and t h e i r  impatience 
wi th  anything l e s s  than r a d i c a l  s o c i a l  and economic refonn.  The 
B s s i m  government has made i t s  major e f f o r t  in a r e a s  where pop- 
u l a r  demand is  g rea t e s t :  education, hea l th ,  and housing. Land 
reform has  been given high p r i o r i t y ,  but  l ack  of adequate plan- 
ning has  caused a g r i c u l t u r a l  production t o  suf fer  and o the r  pro- 
j e c t s  t o  l ag .  Large i n d u s t r i a l  p ro j ec t s  a r e  being f inanced wi th  
Sovie t  and Czech c r e d i t s .  Bloc t r ade  i s  increasing,  though 
t r ade  t i e s  with the  West a r e  s t i l l  s t ronger  than those wi th  t he  
b loc .  A f ive-year  $1.6 b i l l i o n  development plan was r ecen t ly  
announced, but  competent observers be l ieve  it t o  be u n r e a l i s t i c  
i n  terms of t h e  ava i l ab l e  f i n a n c i a l  and human resources.  

Following t h e  revolution,  it was made c l e a r  tha t  U.S. t echn ica l  
adv i so r s  were not  welcome i n  I raq ,  but  i n t e r e s t  was expressed i n  
cont inuing  the  t r a i n i n g  of I r a q i s  under t h e  In t e rna t iona l  Coop- 
e r a t i o n  Administration (ICA) p a r t i c i p a n t  t r a in ing  program. We 
have judged it advantageous t o  maintain t h i s  modest program f o r  

PRIOR and CURRENT PROGRAMS 
(Mdlions of Dollars) 

PROPOSED PROGRAM 
!Millions of Dollars) 

t r a i n i n g  100 t o  125 I r a q i  o f f i c i a l s  and technic ians  annually i n  
t h e  un i t ed  S t a t e s  and o the r  Free World coun t r i e s .  Recently t h e  
Government of I r a q  has shown increased i n t e r e s t  in t h i s  program, 
and about 350 app l i ca t ions  f o r  t r a i n i n g  were received l a s t  year. 
I n  FY 1961, Technical  Cooperation funds provided fou r  engineers  
and fou r  s c i e n t i s t s  from the  Universi ty of Texas t o  t h e  Univer- 
s i t y  of Baghdad. The United Nations and o ther  Free World coun- 
t r i e s  a r e  a l s o  providing some scholarsh ip  and t echn ica l  a s s i s t -  
ance. 

The p o l i t i c a l  s i t u a t i o n  i n  I r a q  i s  highly unstable,  and though 
@ssimls  popular i ty  repor tedly  continues t o  dec l ine ,  h i s  s t ay -  
ing  power has been remarkable. Continued focus of t h e  I r a q i  
populat ion on ex t e rna l  enemies such a s  t h e  " Imper ia l i s t s"  and 
on t h e  Kuwait i s sue  have probably served t o  prolong t h e  present  
regime. We bel ieve  t h a t  i f  t h e  B s s i m  government were t o  be 
overthrown, i t s  successor regime would be non-communist i n  
complexion. Some improvement i n  r e l a t i o n s  with t he  West might 
r e s u l t ,  bu t  we should not  expect  termination of t h e  bloc c r e d i t s  
nor  abandonment of I r a q ' s  n e u t r a l i s t  f o re ign  pol icy .  



FINAXIAL DATA - 
U. S.  Assistance St ra tenv 

I n  t h i s  very unset t led  s i t u a t i o n ,  the  objec t ive  of our e f f o r t s  
i n  I r a q  i s  t o  maintain Free World contac ts  with I r a q i  o f f i c i a l s ,  
educators and technic ians ,  and t o  a s s i s t  i n  the  t r a i n i n g  of 
these  groups so t h a t  t he  o r i en ta t ion  of such po ten t i a l ly  in f lu -  
e n t i a l  personnel toward the  Soviet  bloc w i l l  be impeded, and a 
swing toward the  Free World f a c i l i t a t e d  whenever condit ions per-  
m i t .  The pa r t i c ipan t  t r a i n i n g  program has proved i n f l u e n t i a l  
with a small number of senior  government personnel a s  well  a s  
with educators and technic ians ,  and underl ines our des i r e  t o  
a s s i s t  t h e  country i n  i t s  e f f o r t s  t o  r a i s e  the l e v e l  of i t s  na- 
t i o n a l  l i f e .  These modest programs maintain valuable contac ts  
and o f f e r  encouragement t o  the many I r a q i s  who favor a resump- 
t i o n  of c lose r  r e l a t ionsh ips  with the  West. 

Proposed AID Pro~rem f o r  FY 1963 

The proposed FY 1963 Development Grant program of $1,100,000 
f inances  continuation of the  p a r t i c i p a n t  t r a i n i n g  a c t i v i t y  
a t  t h e  FY 1961 and 1962 l eve l ,  and covers t he  third-year cos t  
of the  cont rac t  with the Universi ty of Texas, 

AGENCY lQR INT'L DEVELOPMEW - TOTAL... 

Development bans.................... 
Development Grant e ................... 

(T.c. p r i o r  to FY 1961) 
Supporting Assistance................ 

(DS/SA p r i o r  t o  FY 1961). 
Other HSP Ecommic................... 

FOOD F'OFt PEACE (P.L. h80) 
' N t l e  I, Country Uaee................ 

(Sales ~ ~ r e s m s 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.. ........... 
OTHER U.S. ECONOHIC PROGRAPIS...*...*... 

MILITARY ASSISTANCE (Pronrame) 
M.A.P. - Grant Aid................... 
M.A.P. - Credi t  Aesiatance........... 
Non4.A.P. U i l i t a r y  Asdatance.. ..... 

ASSISTACE FROM INTlL AmNCIES 
IBRD - World Bank.................... 
UN Tech. Assist.-CY ending i n  FY .... 
UN Special  Fund ..................... 

UIXER FREE WORLD ASSISTANCE ........... 

Obligations and C o d t m e n t  e 
(mi l l ions  of d o l l a r e  & do l l a r  equiv.) 

SIN0 - SOVIET BLOC ASSISTANCE.. ........ 216.0 

U.S. DOLLAR LOAN REPAYMENTS............ - 

* Less than $50,000. 

J u l y  -Dec . 1961 

FY 
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PP 
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Country: IRAQ 

BASIC DATA 

AVERAGE 
Unit IRAQ ( U N D E V .  A R E A S  

LRE4 & POPULATION 

................ Area 1000 sq.mi. 172 xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

LGRICULTURAL LAND 

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

'om PER CAPITA ...... 

DUCATION 

....... Literacy Rate 

F'upils a s  $ of Pop. . 
(Prim. & Sec. ) ..... 

Pupils per Teacher 
(prim. only) ....... 

!!ma 
Life Expectancy ..... 
People per Doctor ... 

M i l .  

P 
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P 
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m / y r  

5 

P 

No. 

Y r s .  

7.3 XXX 

2.5 2.4 
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NO. 5,600 7,000 

GENERAL ECONOMIC DATA 

Calendar Years 

G R B S  NATIONAL PRODUCT * ............... Total GNP (in 1960 Prices) 
Per Capi ta  GNP ........................... 
Investment a s  Percent of GNP ............. 

AGRICULTUFLAL PRODUCTION INDEX - T6AL.. ..... 
Index Per Capita ......................... 
Barley ................................... 

COST OF LIVING INDEX (Baghdad) ............. 
FOREIGN TRADE 

Total  Exports (f  .o.b. ) ................... .............................. Petroleum 
Total  Imports ( c . i . f . )  ................... 

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

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

Trade Balance .................. 
...... GOLD & FOREIGN EXCHANGE (end o f  year) 

Unit 

$ Millions 
Dollars 
Percent 

1952-54=100 
11 

1,000 m 

M i l l .  MT 

1953=100 

$ Millions 
11 

I, 

I, 

$ Millions ,t 

II 

I 

-Million Dollar Equivalents - 

CENTRAL GOVERNMENT FINANCES * FY ending 

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

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

Domestic Revenues ................................. N o t  A v a i l a b l e  

Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants (G ~ o a n s )  .... 
Remaining Def ic i t  (-) o r  Surplus (+) .............. 

+ - Converted a t  $2.80 per Dinar. 





I s r a e l  



l s r a e l  



I s r a e l ,  Western o r i e n t e d  i n  i t s  i n t e r n a t i o n a l  p o l i c i e s  and i n  
t h e  s t r u c t u r e  of i ts econmy, i s  surrounded by s t a t e s  n o t  recon-  
c i l e d  t o  i t s  presence i n  t h e  a r e a .  This  has  led I s r a e l  t o  
spend a g r e a t  d e a l  on t h e  maintenance of i t s  m i l i t a r y  e s t a b l i s h -  
ment. It h a s  a l s o  sought t o  main ta in  extremely h i g h  r a t e s  of  
growth. 

The v e r y  r a p i d  development which I s r a e l  has  experienced dur ing  
t h e  p a s t  decade h a s  been due l a r g e l y  t o  a high degree of s k i l l  
among t h e  popula t ion  and a c l e a r  sense  of n a t i o n a l  cohesion and 
purpose.  Israel would n o t  have been a b l e  t o  achieve i ts  p r e s e n t  
s t a g e  of development i n  t h e  absence of massive e x t e r n a l  a s s i s t -  
ance,  which r e c e n t l y  has  averaged a n n u a l l y  $300 - $350 m i l l i o n .  
The p r o s p e c t ,  however, i s  f o r  a d e c l i n e  a f t e r  1963 i n  s e v e r a l  of 
t h e  p r i n c i p a l  sources  of e x t e r n a l  c a p i t a l .  This f a c t ,  when t a -  
ken i n  con junc t ion  wi th  cont inued immigration and p r e s s u r e s  f o r  
i n c r e a s e d  consumption, p resages  an e x t e r n a l  payments problem 
which could  become s e r i o u s .  

S ince  a d e t e r i o r a t i o n  of I s r a e l ' s  economic o r  m i l i t a r y  p o s i t i o n  
would i n v i t e  a more aggress ive  pos ture  from her Arab neighbors  
and p o s s i b l y  l e a d  t o  major armed c o n f l i c t ,  it is  i n  our i n t e r e s t  
t o  h e l p  p r e v e n t  such a d e t e r i o r a t i o n .  A t  t h e  same t ime,  we p lan  
t o  c o n t i n u e  t o  seek accep tab le  s o l u t i o n s  t o  the  v a r i e t y  of is- 
sues  which exacerba te  A r a b - I s r a e l i  t e n s i o n s ,  so t h a t  bo th  s i d e s  
can a l l o c a t e  l a r g e r  amounts of t h e i r  s c a r c e  resources t o  u r g e n t -  
l y  needed development requirements  r a t h e r  than  m i l i t a r y  uses ,  
and d i m i n i s h  t h e i r  need f o r  e x t e r n a l  a s s i s t a n c e .  

Country Background 

I s r a e l ' s  c u r r e n t  r a t e  of economic growth ranks among t h e  high-  
e s t  i n  t h e  world. The Gross Nat iona l  Product  (GNP) which, be- 
f o r e  t h e  d e v a l u a t i o n  of February 1962, w a s  $1,200 per  c a p i t a ,  
c o n t i n u e s  t o  i n c r e a s e  a t  an annual  r a t e  of  about 1@, and t o t a l  
g r o s s  investment  is  about  25% of GNP. Expor t s  have grown over  
5@ between 1957 and 1960, l a r g e l y  because o f  growing markets  
f o r  I s r a e l i  c i t r u s  f r u i t s  and i n d u s t r i a l  goods. Foreign ex-  
change r e s e r v e s  increased  by more t h a n  t h e  amount of U.S. a i d  
i n  b o t h  1960 and 1961 and p r e s e n t l y  correspond t o  about  e i g h t  
months of  imports .  D e f i c i t s  i n  t o t a l  t r a d e ,  s e r v i c e s  and i n  
t h e  p r i v a t e  c a p i t a l  account  have been f a l l i n g  a s  i n v i s i b l e  
e a r n i n g s ,  tour i sm and f o r e i g n  p r i v a t e  investment have r i s e n .  
The I s r a e l i  Government expec ts  a n  average of over $100 m i l l i o n  

. p e r  y e a r  of such investment  dur ing  t h e  nex t  f i v e  y e a r s  as con- 
t r a s t e d  t o  $71 m i l l i o n  i n  1960. 

PROPOSED PROGRAM 
I (Millions of Dollars) 

Massive e x t e r n a l  a s s i s t a n c e  has c o n t r i b u t e d  s i n n i f i c a n t l v  t o  - 
t h e  maintenance of t h i s  h i g h  r a t e  of growth. T h i s  a i d  has  come 
from West Germany ( r e p a r a t i o n s  and r e s t i t u t i o n  payments c u r r e n t -  
l y  running about  $180 m i l l i o n  a y e a r ) ,  World Jewry ( c o n t r i b u -  
t i o n s  and l o a n s  of about  $100 m i l l i o n  a n n u a l l y ) ,  and t h e  U.S. 
Government (PL 480 s u r p l u s  food,  S p e c i a l  Ass i s tance ,  Develop- 
ment Loans, and Export-Import (EX-Im) Bank l o a n s  averaged about  
$60 m i l l i o n  a y e a r  f rm 1957 through 1960. ) A sharp d e c l i n e  of 
f o r e i g n  a s s i s t a n c e  a f t e r  FY 1964, however, i s  i n  p rospec t .  
German r e p a r a t i o n s  w i l l  have ceased;  r e s t i t u t i o n  payments t o  
i n d i v i d u a l s  a r e  expected t o  f a l l  f rm $100 m i l l i o n  i n  1961 t o  
$30 m i l l i o n ;  and n e t  income from I s r a e l ' s  bond s a l e s  may d e c l i n e  
a s  annua l  payments of matured bonds r i s e .  Unless a more f a v o r -  
a b l e  t r a d e  balance can be achieved,  a cons iderab le  e x t e r n a l  
payments problem may develop.  

I s r a e l ' s  phenomenal development i n  t h e  s h o r t  per iod  of  i t s  ex-  
i s t e n c e  i s  due i n  l a r g e  p a r t  t o  t h e  measures of s e l f - h e l p  under- 
t aken  by i t s  government and people i n  mobi l iz ing  and u t i l i z i n g  
i t s  resources .  Investment has  been made on t h e  b a s i s  of w e l l  
conceived p l a n s  and p r o j e c t s .  The M i n i s t r y  of Finance has  r e -  
c e n t l y  e s t a b l i s h e d  a new o f f i c e  t o  draw up a f i v e - y e a r  develop-  
ment p lan  covering t h e  t r a n s i t i o n a l  p e r i o d  1962 t o  1966. 



U.  S. Assistance Strategy Accomplishments 

In  order t o  prevent a deter iorat ion of I s r a e l ' s  economic posi-  
t ion ,  the  United S ta tes  sould continue t o  provide development 
loans f o r  specif ic  projects  or  development programs which a re  
economically sound and which meet Agency f o r  Internat ional  De- 
velopment (AID) c r i t e r i a .  A t  the  same time, the United S ta tes  
should urge I s r a e l  t o  reduce increases i n  consumption t o  a mini- 
mum. Because of the basic  v i t a l i t y  and soundness of her economy, 
I s r a e l  should be encouraged t o  seek financing f o r  development 
a c t i v i t i e s  through normal c m e r c i a l  channe-1s and other Free 
World pr ivate  and o f f i c i a l  sources. The United S ta tes  w i l l  lend, 
a s  f a r  a s  possible, from the Ex-Im Bank. A I D  Development Loans 
w i l l  be reserved f o r  projects  which require longer amortization 
periods or  w i l l  finance imports of e s s e n t i a l  commodities which 
cannot otherwise be financed. 

Since I s r a e l ' s  technology has advanced t o  a point which permite 
her t o  export technical assistance,  no Development Grant pro- 
grams a r e  contemplated in  FY 1963 or subsequent years. PL 480 
surplus agr icu l tu ra l  commodities w i l l  continue t o  be provided 
through T i t l e  I sa les .  

Proposed AID Program f o r  FY 1963 

For FY 1963 no grant a i d  is  planned f o r  I s r a e l .  Special A s s i s t -  
ance was terminated in  FY 1961 and the Development Grant program 
w i l l  be ended by the close of FY 1962. Development Loans of ap- 
proximately $20 mill ion a re  anticipated, in  addition t o  an e s t i -  
mated $35 mill ion of Ex-Im Bsnk financing. We expect that a $28 
mil l ion T i t l e  I P.L. 480 program w i l l  be needed t o  cover pa r t  of 
the  I s r a e l i  food d e f i c i t .  

Over-all, the  ant ic ipated $83 mill ion t o t a l  U S .  commitments of 
a i d  t o  I s r a e l  i n  FY 1963 w i l l  be somewhat below the FY 1962 
l e v e l  and about the  same a s  FY 1961. Together with other re-  
sources avai lable ,  t h i s  ass is tance should permit I s r a e l  t o  con- 
t inue i ts  economic progress without adverse consequences. 

The most important changes in the form of a i d  t o  I s r a e l  have 
already been deta i led - the end of the need f o r  any programs of 
Special  Assistance and Development Grants. A s  a r e s u l t  we w i l l  
close the A I D  Mission i n  Tel Aviv in  June 1962. 

An example of the effectiveness of past  U.S. technical a s s i s t -  
ance i s  the Agricultural  Research, Extension, and Education 
project  which was s t a r t ed  in  1953 arid terminates June 30, 1962. 
This project has made a nmber of contributions t o  the advance 
of Israeli agr icul ture .  A s  a r e s u l t  of the e f f o r t s  of a team 
of educators and technicians from the S ta te  University of New 
York, the National and University I n s t i t u t e  of Agriculture was 
established in  1960, based on our land-grant pat tern .  To re -  
place ineffective extension e f f o r t s ,  a unified extension ser-  
vice w a s  organized in  1960 by an agreement between the Ministry 
of Agriculture and the Jewish Agency. The country i s  now d i -  
vided into 13 extension d i s t r i c t s ,  and the  service i s  operating 
in  10 of them. To provide hcane economists t o  the new extension 
d i s t r i c t s ,  a school has been established a t  which t ra ining i s  
provided f o r  25 extension workers and 15 teachers. 

An excellent i l l u s t r a t i o n  of the re la t ionship between A D ,  Ex- 
Im Bsnk, the host government, and pr ivate  enterpr ise  i s  the 
story of the proposed petrochemical industry i n  I s r a e l .  As the 
r e s u l t  of U.S. assistance in  helping I s r a e l  discover processes 
looking toward the  establishment of such an enterprise,  a gov- 
e r k n t  p i l o t  plant f o r  petrochemicals w a s  established. U.S. 
technicians organized the plant a c t i v i t i e s  and trained loca l  
personnel in  plant operation. Following t h i s  demonstration pro 
j ec t ,  private I s r a e l i  in te res t s  have invested in  the formation 
of a commercial petrochemical concern and have applied t o  the 
Ex-Im Bank f o r  help in  financing par t  of the required c a p i t a l  
equipment. 

An AID-financed e lect ronics  survey, scheduled f o r  completion by 
June 30, 1962, m y  lead t o  similar r esu l t s .  It w i l l  determine 
the f e a s i b i l i t y  of an I s r a e l i  e lect ronics  industry, both fo r  in-  
t e r n a l  requirements and fo r  export trade.  The I s r a e l i  Govern- 
ment places a high p r io r i ty  on t h i s  endeavor. 
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Citrus f r u i t s  .......................... n 
Total  Imports (c . i . f . )  ................... I. 

Trade Balance .. ....................... 
Wade with United S ta tes  ( U . S .  d a t a ) :  

. ............ . Ekports t o  U.S. (f . o b ) $ Millions 
Imports from U.S. (f .0.b.)  .......... I t  

Trade Balance I1  .................. 
GOLD & FOREIGN EXCHANGE (end o f  year) 

11 ...... 

GENERAL ECONOMIC DATA 

CENTRAL GOVERNMENT FINANCIS * FY ending Mar . 31 

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

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

Domestic Revenues ................................. 
b 

Budget Receipts from N0n.U.S. Foreign Aid ... 
Budget Receipts from U.S. Aid  r rants Pc Loans 

........ Remaining Def ic i t  ( - )  o r  Surplus (+) 

Million Dollar Equivalents . 

1960 1961 1962(Bud) 

776 811 999 
(175) (192) (247) 
(271) (228) (3I.k) 

533 638 756 

90 90 78 

40 11 33 

-113 -72 -132 

+ . Converted a t  1.8 I s r a e l i  pounds per U.S. $: 
devaluation t o  3.0 I s r a e l i  pounds oer $ . o f f i c i a l  r a t e  pr ior  t o  February 9 

.a . Crop years beginning Octohrr 1 of p r e ~ l o n s  year . 
b . Includes German reparations . 
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FINANCIAL DATA 
Counlryr ISRAEL 

. AGENCY FOR INT'L DEVFLOPMENT 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 Ecommic................... 

FY 
1962 

Obligations and Commitments 
(mi l l ions  of d o l l a r s  & d o l l a r  equiv.) 

FOOD FOR PEACE (P.L. ~801 
T i t l e  I, Country Uses................ 

(Sales  Agreements)......... ........ 
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  N............................. 

MILITARY ASSISTANCE (~rograms)  
M.A.P. - Grant Aid................... ........... M.A.P. - Credit  Assistance ..... Non-M.A.P. Mil i tary  Assistance.. 

FY 
1949-1961 

ASSISTANCE FROM INT'L AGENCIES 
IBm - World Bank.................... 
I n t e r n ' l  Devel. Assn. . . . . . . .  ......... 
UN Tech. Assist.-CY ending in  IT..... 
UN Specia l  Fund.. .................... 

FY 
1961 

OTHER FREE WORLD ASSISTANCE 
West Germany Reparation Payments ..... 
West Germany Rest i tu t ion Payments .... 
World Jewry .......................... 

SINO-SOVIET BLOC ASSISTANCE ............ 
U . S . DCLLAR LOAN REPAYMENTS 

MSP and P.L. 480 Loans .............. 
.................. Expofl-Import Bank 

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

a/ July -De cembe r 1961. - 



J o r d a n  



J o r d a n  



In  1950 following the  Arab-Israeli  War, the  Kingdom of Jordan was 
e s t ab l i shed  by combininb Trans-Jordan and par t  of' t he  f'ormer man- 
d z t d  ' , f r r i tory  sf P.?.lert: ZP. %D? 1.e \re,rs l a t e r  Jnrdan ' s  8.rt.i ons 
and p o l i c i e s  a re  s t i l l  conditioned by the  tensions a r i s i n g  from 
the  Arab-Israeli  c o n f l j c t  and by intra-Arab conf l i c t s .  Continued 
exis tence  of t h e  present  regjme i n  Jordan appears t o  be e s s e n t i a l  
t o  the  maintenance of t h e  Arab-Is rae l i  peace since any change i n  
the  p o l i t i c a l - m i l i t a r y  s t a t u s  quo i s  l i k e l y  t o  l ead  t o  the  r e -  
opening of h o s t i l i t i e s .  The s i tua t ion  i s  fur ther  complicated by 
the  cons tant  t h r e a t  of an in t e rna l  struggle between the Pa le s t in -  
ians  ( inc luding half  a mj l l ion  refugees from areas now 1 s r a e l )  and 
the  Trans-Jordan t r i b e s .  Only King Hussein, backed by the  Jordan- 
i an  Army. has kept thj.s powder kez from blowing up. Because of' 
t h i s  key relat j .onship between the  independence of Jordan and i ts  
Army. t h e  scope and charac ter  of' U.S. assistance programs a r e  
k s e d  en estFmnt.es for  maintaining v i t a l  government serv ices ,  
pr imar i ly  the  defense force .  

Over the  years,  the  Government of Jordan has not concentrated on 
economic development, but  a cabinet  change i n  January gives 
promise of a t u rn  i n  t h a t  d i r ec t ion .  It is not expected t h a t  t h i s  
change w i l l  i n  any way lessen  Jordan 's  strong Free World o r i en ta -  
t i o n .  

Country Background 

From i t s  inception,  Jordan has been dependent on external  a s s i s t -  
ance. There has been a small flow of United Kingdom a id ,  even 
s ince  t h e  t e r m i n a t i o n  of the  Anglo-Jordanian Treaty i n  1957; 
however, the United S ta t e s  i s  r e l i e d  upon fo r  heavy budgetary sup- 
p o r t .  Foreign a i d  has helped t o  c rea t e  some momentum of economic 
growth, including a modest development e f f o r t .  Basic i n s t i t u t i o n s  
f o r  education and heal th  have been established; a primary road 
system i s  almost complete; and progress has been made i n  i r r i g a t e d  
ag r i cu l tu re .  There i s  l i t t l e  hope, however, t h a t  Jordan can soon 
dispense with subs t an t i a l  budgetary support .  It i s  a predominantly 
a g r i c u l t u r a l  country with meager na tura l  resources. Despite a 
prolonged drought, Jordan's  na t ional  aggregate output has r i s e n  
over t h e  p a s t  few years because production has sharply increased 
i n  the  s e c t o r s  af fec ted  by the  increased imports made poss ib le  
through fore ign  a id .  The sec to r s  include trade,  t ranspor ta t ion ,  
cons t ruc t ion ,  mining, manufacturing, and public adminis t ra t ion .  
Jordan 's  progress is s t i l l  held back by a rapidly growing popula- 
t i o n ,  3046 unemployment and a r e l a t i v e l y  low manpower product iv i ty .  
There has been some recent improvement but  Jordan's  per  cap i t a  
income i s  s t i l l  only a f r a c t i o n  of t h a t  of I s r ae l .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 

PROPOSED PROGRAM 
a (Millions of Dollars) 

Export earnings,  though r i s i n g ,  represent  l e s s  than 16 of t h e  
cos t s  of imports. About 50$ of t he  na t iona l  income continues t o  
be spent on imports. Local currency f o r  budget support, issued 
agains t  fore ign  exchange grants ,  soon tends t o  re turn  t o  t h e  
banks t o  buy fore ign  exchange f o r  imports. A s  a r e s u l t ,  fore ign  
exchange d e f i c i t s  come c lose  t o  matching the  budget d e f i c i t s .  

Jordan has recent ly  formulated a Five-Year Plan which envisages 
expanded production, p a r t i c u l a r l y  i n  ag r i cu l tu re ,  tourism and 
mining. To meet the  Plan ' s  objective of increased production, 
decreased unemployment and reduced dependence on fore ign  a id ,  an 
investment of  some $350 mi l l ion  i s  required,  one ha l f  of  which 
would have t o  be financed by ex te rna l  a s s i s t ance  addi t ive  t o  t h a t  
a l ready being provided by the  United S ta t e s  and the  United King- 
dom. The Plan a t  t h i s  s tage  is ne i the r  f i rm nor complete but  it 
does give an indica t ion  of the  p ro jec t s  t he  government be l ieves  
w i l l  contribute most t o  Jordan 's  economic growth. 

Effec t ive  development planning, however, requi res  t h a t  t he  Govern- 
ment of Jordan (GW) take a number of badly needed se l f -he lp  
measures. The t a x  system needs bas ic  reforms and government 
administrat ion needs improvement. Creation of a cen t r a l  bank and,  
a reduced fore ign  exchange cover f o r  l o c a l  currency would re lease  
domestic savings f o r  poss ib le  productive investment. 



U.S. Assistance Strategy 

Long-range U.S. strategy f o r  the preservation of peace i n  the Near 
East includes the  continuation of Jordan as  an independent p o l i t i -  
c a l  ent i ty .  U.S. assistance has helped Jordan not only t o  survive 
but t o  achieve some measure of economic progress. With continued 
success, we expect the damestic economy t o  be able t o  support an 
increasing share of the gwernment budget and t o  supply o r  earn 
the  resources needed f o r  consumption and investment. We hope t o  
s h i f t  a i d  emphasis t o  development assistance, including develop- 
ment l c a m ,  so  t h a t  the  economy w i l l  move, however, slowly, toward 
a greater degree of self-support. To achieve such a s h i f t ,  we 
w i l l  continue t o  urge the  government t o  make more determined 
e f f o r t s  t o  u t i l i z e  i t s  own resources more effect ively.  

Proposed FY 1963 A I D  Programs 

The two major programs proposed fo r  Jordan fo r  FY 1963 are  $36 m i l -  
l i o n  i n  Supporting Assistance and a Developnent Grant l eve l  of $6.5 
million. Developaent Grant a c t i v i t i e s  w i l l  be concentrated i n  the  
f i e lds  of a g r i c u l t w ,  education and government management. 

Increased production i n  agriculture i s  a high pr io r i ty ,  particu- 
l a r l y  the  expansion of i r r iga ted  acreage t o  help reduce foodstuff 
Imports. It i s ,  therefore, proposed t o  complete the East Ghor 
I r r iga t ion  project f o r  30,000 acres of land, and t o  expand the 
a c t i v i t i e s  of the  Central Water Authority, established i n  1960 t o  
provide engineering services t o  communities i n  t h e i r  development 
of wells, c is terns ,  dams and small i r r iga t ion .  

In  addition t o  the  grant aspects of the program, we would examine 
loan applications f o r  projects  of the Government of Jordan's Five- 
Year Developnent Plan. Many of the Plan's projects  grew out of 
jo int  U.S.-Jordan a c t i v i t i e s .  One of Jordan's major foreign 
exchange earners i s  tourism. In  FY 1960 and FY 1961 advisory 
assistance was given t o  a s s i s t  the Tourism Authority. The 

Export-Import Eank i s  presently con~ider ing  a loan f o r  a f i r s t -  
c lass  hotel. Loan applications may a l s o  be made f o r  improved 
radio comnunications between Amman, Jerusalem, and Beirut and f o r  
power expansion i n  Amman. These possible projects would serve 
objectives additive t o  tourism. 

A request f o r  comment on a loan t o  purchase equipnent necessary 
f o r  increasing potash production has been forwarded both t o  the  
International Development Association and the Development Loan 
F'und (DLF) . A substant ia l  'increase i n  phosphate output resulted 
from a 1960 DLF loan to  the Jordan Phosphate Company. These 
loans a re  of r e a l  significance because Jordan's indus t r i a l  com- 
plex centers around i t s  extractive industry. 

We propose continuing t o  reduce Supporting Assistance f o r  budget 
support. The ra te  of reduction w i l l  depend on the extent t o  which 
the combined developnent a c t i v i t i e s  i n  Jordan give r i s e  t o  foreign 
exchange earnings o r  savings, on the s i z e  of Bri t ish  contributions 
t o  Jordan's budget, and on the Jordanian p o l i t i c a l  s i tua t ion .  
The FY 1963 leve l  of $36 million continues the  reduction of U.S. 
budget support begun i n  1962 i n  reco@ition of Jordan's improved 
economic s i tuat ion and i t s  capacity f o r  self-help.  

Accamplishments arid Changes 

Jordan is  an independent s t a t e  today largely because of U.S. sup- 
port .  From U.S. funds, Jordan has been able t o  provide i t s  
people with essen t ia l  services,  including security,  so  helpful i n  
creating a climate of confidence i n  which economic production i s  
expanding and problems of human and natural resources development 
a re  being faced with an encouraging degree of energy and hope. 
A major accomplishment has been the  creation of ins t i tu t ions  t o  
develop Jordan's most precious resource - water. The two key 
projects in t h i s  area a re  t h e  Central Water Authority and the  
East Ghor Canal Authority. 



GENERAL ECONOMIC DATA 

BASIC DATA 

AVERAGE 
Unit JORDAN (UNDEV. A R E A S '  

kREA & POPULATION 

Area ................ 1000 sq.mi. 37 xxx 

Popda t ion  (1961) ... 
Annual Growth ..... 
Density per  sq.mi. 

RGRICULTLTRAL LAND 

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

POWER PER CAPITA ...... 

EDUCATION 

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

(Prim. & ~ e c .  ) ..... 
Pupils pe r  Teacher 

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

!l?2uz 

Life  J3xpectancy ..... 
People per  Doctor ... 

M i l .  

P 
NO. 

P 
Acres 

KWH/Y~ 

P 

P 

No. 

Y r s .  

No. 

1.7 xxx 

3.0 2.4 

46 40 

GROSS NATIONAL PRODUCT * ............... Total  GNP (in 1960 Prices) 
Per Capita GNP ........................... 
Investment as  Percent of GNP ............. 

....... AGRICULTURAL PRODUCTION INDEX - TUTAL 
Index Per Capita ......................... 
Wheat .................................... 

WHOLESALE PRICE INDEX....................... 

FOREIGN TRADE 
Total marts (f.0.b. j ................... 

Vegetables and f r u i t s  ( f resh)  .......... ................... Total  Imports (c. i .f .)  
Trade Balance ....................... 

Unit 

$ Millions 
Dollars 
Percent 

$ Millions 
11 

11 

II 

Calendar Years 

Trade with United S ta tes  (u .s .  data) :  ............ Jkports t o  U.S. (f  .o.b. ) $ Thousands 54 93 64 
Imports from U.S. (f.0.b. )a. ......... It 15 561 16 980 23 602 

Trade Balance .................. " -rsfsa7 -m -T5f558 
GOLD & FOREIGN EXCHANGE (end o f  year ) ...... $ Millions 85 86 97 

Million Dollar Equivalents - 
CENTRAL GOVERNMENT FINANCES* FY ending Mar. 31 

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

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

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S . Aid  rants Pc ~ o a n s )  .... 
Remainixg Def ic i t  ( - )  o r  Surplus (+) .............. 

+ - Converted a t  $2.80 ver Dinar. 
a - Includes agr icul tura l  imports under PL b80 T i t l e s  I1 and 111: $9.9 mil l ion i n  1959, 

$12.5 mil l ion i n  1960. In  1961, imports under T i t l e  I1 tota led $8.4 million; the  
value of T i t l e  I11 imports is not available.  



FINANCIAL DATA 
Country* 

.................. Development bans. .  
Development Grants................... 

(T.c. p r io r  to FY 1961) 
Supporting Assistance................ 

(DS/SA p r i o r  t o  FY 1961) 
Other MSP Ecommic................... 

Obligations and Commitments 
(mi l l ions  of d o l l a r s  & d o l l a r  equiv.) 

FOOD FOR PEACE (P.L. 1801 
T i t l e  I, Country Uses................ 

(Sales  Agreement 8). ................ 
T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  IV............................. 

OTHER U.S. ECONOMIC PROGRAMS........... 

FY 
1952-1961 

MILITARY ASSISTANCE (Fm Pram s l  
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non-M.A.P. Mili tary Assistance.. ..... 

ASSISTANCE FROM INTtL AGENCIES 
UN Tech. A s s i s t .  -CY ending in  FY.. ... 
UN Special  Fund.... . . .  ............... 
UMiWA (pales t ine  ~ e f u ~ e e s ) d .  ........ 

FY 
1961 

OTHER FREE WORLD ASSISTANCE .............. United Kingdom......... 

FP 
1962 

- 
West Germany ......................... 
Kuwait. .............................. 
Saudi Arabia.... .  .................... 

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

U.S. DOLLAR LOAN REPAYMENTS........ .... 
d ~ ~ ~ r o v a l  withdrawn in  FY 1962. 
Y J U ~ ~  - ~ e c ,  1961 
d ~ s t i m a t e d  portion of UMiWA budget applicable t o  Jordan. 



Lebanon 



Lebanon 



Countryr LEBANON 

Lebanon has 1.7 million people in an area less than the size of 
Connecticut. Lebanon has a relatively high standard of living in 
comparison with other countries in the area: and has the resources 
to carry out its present investment plans. 

Country Background 

Almost 5& of the country's "population earns its livelihood from 
agriculture, 15$ are engaged in industry, and more than 35$ in 
trade, commerce, and services. Lebanese per capita Gross National 
Product (GNP) of about $410 is one of the highest of the Arab 
countries. The Lebanese have a literary rate of about 8&, and a 
fairly high level of skills in the trade and services sector. 
GNP is projected to rise by 4% per annum in 1962 and 1963, which 
is no higher than the average for the past half-decade. Gross 
investment in the public and private sectors, which has ranged 
from 15$ to 18$ of GNP in the past four years, is expected to con- 
tinue in this range. Imports are expected to continue to rise, 
but no balance of payments pressure is likely to develop. 

With its large foreign exchange reserves, Lebanon is clearly in a 
position to finance a large part of a comprehensive long-range 
development plan. The Lebanese Government, however, has as yet 
shown little indication that it is now prepared to develop such a 
plan, nor carry out a country-wide developnent program. Under 
these circumstances, Lebanon is not now being considered for de- 
velopment lending. We would be prepared, however, to consider 
assistance in the form of consultants to help formulate develop 
ment planning. 

U.S. Assistance Strategy 

In the light of Lebanon's relatively advantageous economic posi- 
tion, and in the absence of a development plan requiririg external 
assistance, the U.S. foreign assistance stratepy is to terminate 
the technical assistance program as rapidly as possible. We stand 
ready to offer limited assistance of an advisory nature, whenever 
that would appear to offer real advantage to the country, and to 
offer greater assistance in the form of loans, should a require- 
ment emerge that could not be filled from other sources. 

Proposed FY 1963 AID Program 

No Supporting Assistance and no Development Loans are proposed 
for Lebanon in FY 1962. 

The Development Grant program in FY 1963 will provide only for the 
completion of the Aqronautical Facilities project. The other four 

- - -  -- 

PRIOR and CURRENT PROGRAMS 
( M ~ l l ~ o n s  of Dollars) 

PROPOSED PROGRAM 
(Millions of Dollors) 

presently existing Development Grant projects will be concluded 
by June 30, 1962. Funds will cover four American technicians 
who will assemble electronic equipment and train local personnel 
to operate the Beirut Airport. In addition, three participants 
are scheduled to receive specialized training in electronics. 

Accomplishments and Changes 

Lebanon has now been judged as capable of carrying on her own 
developmental activities without outside assistance, but many of 
the public works projects which will be undertaken will be based 
on plans, designs, and demonstration construction works furnished 
under the U.S. foreign assistance programs. For example, U.S. 
funds financed a study leading to a ten-year engineering and con- 
struction program for a rural power transmission system, and 
provided the planning, equipment and construction supervision for 
most of the Akkar Plains phase of the plan. The Akkar Plains 
project will be completed when the U.S. activities cease on 
June 30, 1962, and will furnish power to approximately 78,000 
people in 165 villages. The Lebanese Government will continue to 
carry out the other portions of the program which will eventually. 
provide power for 700 villages where none was previously avail- 
able, and will upgrade power in an additional 700 villages. 



GENERAL ECONOMIC DATA 

Calendar Years 
BASIC DATA 

AVERAGE 
Unit LEBANON (UNDEV . A R E A S  

AREA & POPULATION 

Area ................ 1000 sq.mi. 4 xxx 

Population (1961) ... 
..... Annual Growth 

Density per sq.mi. 

AGRICULTURAL LAND 

..... '$ of Total Area 

Per Capita .......... 

POWER PER CAPITA ...... 

EDUCATION 

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

(Prim . & ~ e c  . ) ..... 
Pupils per Teacher 

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

HEALTH 

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

M i l  . 
B 

No . 

B 
Acres 

KWH/Y~  

B 

B 

No . 

Y r s  . 
No . 

1.7 xxx 

2.3 2.4 

42 3 40 

Above Aver . 40 

1. 100 7. 000 

Unit 
GROSS NATIWL PRODUCT * 

Total GNP (in 1960 Prices) ............... $ Millions 631 
Per Capita GNP ........................... Dollars 3 93 
Investment a s  Percent of GNP ............. percent 15.1 

. ....... AGRICULTURAL PRODUCTION INDEX T6AL 1952-54=100 107 
Index Per Capita II ......................... 93 
Wheat ..................................... 1. 000 MP 2 5 

BEIRUT PORT A C T M T Y  (goods loaded & unloded) II 1. 6611 

COST OF LIVING INDEX ....................... 1953=100 118 

FOREIGN TRADE 
~ o t d  ~ x p o r t s  (f .o. b. ) ................... $ Millions 40 

m u i t s  I1  ................................. 11 
Total Imports (c . i . f .  ) ................... .. 2 61 

Trade Balance II -m ....................... 
Trade with United States ( U . S .  d a t a ) :  

Exports t o  U.S. (f .o. b. ) ............ $ Millions 3 
Imports from U.S. (f.0.b.) .......... I t  112 

Trade Balance .................. I t  =3 

GOLD & FOREIGN EXCHANGE (end of year) 
I, ...... 12 5 

-Million Dollar Equivalents . 

CENTRAL GOVERNMENT FINANCES * FY ending Dec . 31 

................................ Total Expenditures 
. (Defense Expenditures) ....................... ............................ ( C a p ~ t a l  Outlays) 

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

Budget Receipts from N0n.U.S. Foreign Aid ......... 
Budget Receipts from U S  . Aid  rants Rc ~ o a n s )  .... 

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

* . Converted a t  3.02 Leba.nese pounds per  U.S. $ . 
a . Revised budget estimate . 



FINANCIAL DATA 
C-ntv: LEBANON 

O b l i g a t i o n s  and Comi tments  FY FY FY 
( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 1946-1961 1961 1962 .- 

- . AGENCY FOR INTtL DEVELOPMENT TOTAL.. 

................... Development Loans. 
Development Grants................... 

(T.C. p r i o r  to N 1961) 
Support ing Assistance................ 

(DS/SA p r i o r  t o  FY 1961) 
Other  MSP Ecommic................... 

FOOD FOR PEACE (P.L. 4801 
T i t l e  I, Country U s e s . .  .............. 

( S a l e s  Agreements) ................. 
T i t l e  II............................. 
T i t l e  Ill............................ 
T i t l e  ............................... 

EX-IM BANK LONGTERM LOANS............. 

MILITARY ASSISTANCE (Pm gram s .  
M.A.P. - Grant Aid................... .......... M.A.P. - C r e d i t  Assis tance.  ..... Non-M.A.P. M i l i t a r y  Assistance..  

ASSISTANCE FROM INTtL AGENCIES 
IBRD - World Bank . . . . . . . . . . . . . . . . . . . .  
UN Tech. Assist.-CY ending i n  FY.. ... 

..................... UN S p e c i a l  Fund 

OTHER FREE W O R L D  ASSISTANCE 
France.  .............................. 

SINO-SOVIET BLOC ASSISTANCE. ........... 
U.S. DOLLAR LOAN REPAYMENTS 

MSP and P.L. 480 Loans ............. 
................. Export -Import Bank 

Other  Government Loans .............. 
July-December 1961 

* Less t h a n  $50,000. 





Nepal 





Country: NE& 

Nepal i s  a  mountain kingdom about t h e  s i z e  of Florida with approx- 
imately 9 .7  mill ion people p a r t i a l l y  separating India  from 
r,m??ni s t . - c o n t r n l l ~ ?  Tibet. I?rep?ll 5 t o t a l  Fsnlation from the  
modern world ended only 10 years ago jrhen the  Rana family was 
ousted from power. Nepal's f i r s t  na t ional  e lec t ion  was held i n  
1953, bu t  t h e  ensuing government was dismissed by the  King i n  
December 1960. The present  dovernment cons is ts  of a Council of 
Minis ters  responsible only t o  t h e  King. As i ts predecessors have 
done, t h e  ex i s t ink  government continues t o  avoid any a l l i a n c e  
with East  o r  West, and is  continuing t o  request and obtain a i d  
from both f o r  t h e  f inancing of most of i t s  development program. 

The United S ta t e s  w i s h ~ s  Nepal t o  remain independent. It i s  
even more important t o  India t h a t  Nepal i s  not cont ro l led  by 
Communist China. Conscquently, both the  United S t a t e s  and India 
a r e  dorking towards t h a t  goal ;  both a r e  providing f inanc ia l  and 
teckmical ass is tance  t o  Nepal. 

Country BscQround 

Nepal has a fundamentally pr imi t ive  ag r i cu l tu ra l  economy. It i s  
somedhat doubtful i f  a g r i c u l t u r a l  production is s u f f i c i e n t l y  i n -  
creasing t o  maintain t h e  present  near-subsistence l eve l .  D i f f i -  
a i l t i e s  of communication and t ranspor ta t ion  imposed by t h e  
mountainous t e r r a i n  a l s o  severely handicap economic development. 
The f i r s t  road fo r  vehic le  t r a f f i c  from India t o  k t h n d u  was 
opened only f i v e  years ado. In  some of the  remote areas ,  t he  
f i r s t  wheel t o  be seen was on t h e  landing gear of an a i rp l ane .  
The l e v e l  of l i t e r a c y  i s  t he  lowest of Asia; administrat ive and 
t echn ica l  s k i l l s  a r e  almost completely lackind. The absence of 
bas ic  vocational  s ic i l l s  a l s o  cont r ibutes  t o  the ser ious  obs tac les  
t o  t h e  economic development of Nepal. Human resources a r e  very 
l imi ted  and w i l l  r equi re  considerable ass is tance  t o  provide any 
development p o s s i b i l i t i e s .  

Nepal's F i r s t  J ~ v c l o j  r:t r ~ t  i';&r., financed en t i r e ly  by fore ign  a id ,  
scarcely changed the  economy's s t ruc tu re ,  despite t he  f a c t  t h a t  
6overnn~ent investment double& betdeen 1957 and 1961. While t h e  
economy a s  a whole has not ye t  been af fec ted ,  the  l a rde  in j ec t ion  
o f  fore ign  a i d  ce r t a in ly  quickened economic a c t i v i t y  i n  some areas .  
A second Five Year Elan, which was being developed by the  Koirala 
Government before i t s  removal, was based on two assumptions: one, 
t h a t  Nepal could obtain and f r u i t f u l l y  use an ex t r ao rd ina r i ly  
l a r ~ e  amount of foreign a i d ;  and two, t h a t  the Government would 
be ab le  t o  increase taxes  s u f f i c i e n t l y  t o  put up $20 mi l l ion  
annually f o r  development. This l a t t e r  assumption was made de- 
s p i t e  t h e  f a c t  t h a t  t o t a l  government revenues i n  1960-1961 
amounted t o  only $12 mi l l ion ,  and those were spent e n t i r e l y  f o r  

-- 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 
(Millions of Dollars) 

I n  r e a l i t y ,  Nepal has not  i t s e l f  financed more than a small 
por t ion  of i t s  pas t  o r  cu r ren t  development e f f o r t s .  It has 
r e l i e d  almost e n t i r e l y  on fore ign  sources fo r  development f i -  
nancing, and it has only ca r r i ed  out  p ro jec t s  f o r  which commit- 
ments had been made by fore ign  governments. 

The present  government has f o r  t he  time being abandoned t h e  
development plan approach. Ins tead ,  it i s  carrying out  develop- 
ment on t h e  b a s i s  of an annual budget. But it i s  s e t t i n g  up 
longer term sec tor  plans which it in tends  t o  combine i n t o  a 
Three-Year Development Plan. Basic s o c i a l  serv ices  and t h e  
development of t r anspor t a t ion  continue t o  occupy prominent posi-  
t i o n s  i n  t h e  development budget. But t h e  present  Government 
plans t o  spend more money and put  more e f f o r t  on th ree  new areas :  
t he  development of revenue producing f a c i l i t i e s ;  t he  improvement 
of government management and administrat ion;  and t h e  reform of 
taxat ion  and land tenure .  Fihile promised reforms were not  put 
i n t o  e f f e c t  i n  the  pas t ,  we have reason t o  be l ieve  t h a t  t h e  
present  Government v iebs  such promises more ser ious ly .  Both a 
cadas t r a l  survey and a population census a r e  under way a s  t h e  
f i r s t  s t eps  tovards the  r a i s i n g  of new taxes  and the  implementa- 
t i o n  of land reform. 

It i s  expected t h a t  India w i l l  make more a i d  ava i l ab le  f o r  
Nepal's development p ro jec t s  i n  fu tu re  years.  Approximately 
$29.4 mi l l ion  was committed by India from t h e  beginning of i t s  

- - a i d  program through FY 1961. As the  Chinese comkmists committed current  operations.  - 



themselves on September 5, 1961 t o  f inance a new road construc- 
t i o n  program l inking Tibet  and Nepal, development a c t i v i t i e s  
financed by the  bloc w i l l  be higher i n  FY 1963 than i n  FY 1960- 
1962. We expect Free World donors (o ther  than the  United S t a t e s  
and 1ndia)  w i l l  cqntinue t o  provide ass is tance  a t  about the same 
l e v e l  of p r io r  years.  

U.S. Assistance S t r a t e m  

The s t r a t e g y  f o r  achieving o u r f o r e i g n  pol icy  aims i n  Nepal con- 
s i s t s  of severa l  pa r t s .  An e s s e n t i a l  p a r t  of t h i s  s t r a t e g ~  i s  t o  
f o s t e r  and encourage the  present  government t o  undertake grea ter  
development e f f o r t s .  The Government of Nepal has tended t o  l i m i t  
development t o  programs which fore ign  governments have promised 
t o  finance. Therefore, we a r e  press ing  Nepal t o  make a more se r i -  
ous e f f o r t  t o  increase t a x  revenues, so  t h a t  it can make a g rea t e r  
cont r ibut ion  t o  the f inancing of development. Our plan t o  progres- 

s ive ly  reduce the annual amount of U.S.-owned Indian rupees made 
ava i l ab le  t o  cover the  l o c a l  currency cos t s  of U.S.-llepalese de- 
velopment p ro jec t s  i s  one means of imposing t h i s .  These succes- 
s ive  reductions w i l l  force  Nepal t o  ca r ry  these cos ts  i n  i t s  
r egu la r  budget. Another method designed t o  a s s i s t  the Nepalese 
Government ca r ry  out more development with i t s  o m  resources i s  t o  
help it improve the management and administrat ion s k i l l s  of govern- 
ment em?loyees . 
Another p a r t  of t he  U.S. a s s i s t ance  s t r a t egy  i s  t o  he lp  Nepal 
upgrade i t s  human resources throush a s s i s t ance  i n  general  educa- 
t i o n  and vocational  t r a in ing .  

A t h i r d  p a r t  of s t r a t egy  i s  t o  he lp  break the  t ranspor ta t ion  
bott leneck.  A poor t r anspor t a t ion  system not only i s o l a t e s  
Nepal from i t s  f r e e  neighbors -- an undesireable s i t ua t ion  from 
the  U.S. standpoint -- but a l s o  i n h i b i t s  t he  i n t e r n a l  un i ty  and 
growth of t he  country. 

A fu r the r  p a r t  of our over-a l l  s t r a t e g y  towards Nepal i s  t o  pro- 
vide a s s i s t ance  i n  t h e  search f o r  and exploi ta t ion  of means t o  
earn add i t iona l  foreign exchange. 

Proposed A I D  Program f o r  FY 1963 

The FY 1963 Development Grant program f o r  Nepal w i l l  requi re  $4.0 
mi l l ion ,  p lus  $7 mi l l ion  of U.S. -owned Indian rupees. 

Our Development Grant program concentrates on the  same goals  a s  
those  sought by Nepalese: education and t r a in ing ;  q u a l i t a t i v e  
improvements i n  government-wide a b i n i s t r a t i o n ;  continued support 
t o  t h e  Regional Transportat ion Organization which was es tabl i shed 

i n  1958 by the  United S ta t e s ,  India and Nepal t o  car ry  out  t he  
building of approximately 300 miles of north-south roads con- 
nect ing  India and Nepal; continued a s s i s t ance  i n  the  crea t ion  
of a uni f ied  roads department, and help  t o  Nepalese technic ians  
i n  the  design and construction of foot  bridges,  cableways, t r u s s  
bridges and a i r f i e l d s ;  continued help  t o  the  I n d u s t r i a l  Develop- 
ment Corporation, an i n s t i t u t i o n  which doubles a s  a source of 
loan cap i t a l  f o r  t he  p r iva t e  sec tor  and a product iv i ty  center;  
expanded help i n  f o r e s t  management and sawmill operations and 
continued a s s i s t ance  t o  the  long-term malaria eradica t ion  
program. 

Accomplishments and Changes 

To achieve t h e  turn-around and r ed i r ec t ion  required t o  accom- 
p l i s h  the aims described above, t he  United S ta t e s  Aid Mission 
t o  Nepal (US AID) i s  now i n  t h e  process of terminating 23 pro- 
j ec t s ,  f i ve  of which have reached t h e i r  planned goals.  The 
r e s t  a r e  not  of a high enough p r i o r i t y  t o  warrant t h e i r  con- 
t inuat ion .  

The present  Mission organization under which seven operating 
d iv is ions  ca r r i ed  out  p ro jec t  a c t i v i t i e s  has been found t o  be 
unsuited t o  t h e  t a sks  a r i s i n g  from the  r ed i r ec t ed  program. To 
concentrate t he  U.S. a s s i s t ance  e f f o r t ,  US A I D  i s  organizing 
i n t o  f i v e  major operating groups: Education and Training, 
Government Management and I n s t i t u t i o n a l  Development, Transporta- 
t i o n  Development and Investment Resources Development, and 
Malaria Eradication.  These groups w i l l  cons i s t  of those  o f f i -  
ce r s  working on a common goal .  The personnel whose services  
a r e  no longer required i n  t h e  r ed i r ec t ed  program a r e  i n  t h e  pro- 
cess  of being terminated o r  reassigned within US A I D .  

Another s ign i f i can t  accomplishment i s  t h e  development of t he  
125,000 acre Rapti  Valley i n t o  a more prosperous and hab i t ab le  
a rea .  Five years ago t h i s  malarious va l l ey  contained only 
5,000 people. During t h i s  shor t  period,  t h e  va l l ey  has been 
opened up f o r  development and s e t t l e d  by over 50,000 add i t iona l  
people. The US AID-Nepal j o i n t  e f f o r t  i n  t he  Rapti  Valley con- 
s i s t e d  of a malaria eradica t ion  program and demonstration and 
t r a in ing  programs i n  ag r i cu l tu re ,  v i l l a g e  development and 
public heal th .  This multi-pronged a t t a c k  has made it poss ib le  
f o r  landless people t o  homestead and take  t i t l e  t o  farms i n  
t h i s  valley.  The Rapti  Valley program which has cos t  t h e  
United Sta tes  approximately two mi l l ion  d o l l a r s  f o r  equipment 
and technica l  serv ices  i s  considered t o  be a model f o r  s imi l a r  
programs which w i l l  be conducted by the  Nepalese Government in  
the  near fu tu re  i n  o ther  va l leys  of Nepal. 
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BASIC DATA 

Area ................ 1000 sq.mi. 54 xxx 

... Population (1961) 

Annual Growth ..... 
Density per sq.mi. 
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..... k of Total  Area 

Per Capita .......... 

...... POWER PER CAPITA 

EDUCATION 

....... Literacy Rate 

Pupils a s  k of Pop. 
(prim. & Sec. ) ..... 

Pupils per Teacher 
(prim. only) ....... 

m m  

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

M i l .  

k 
NO. 

k 
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k 

No. 

Y r s  . 
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9.7 XXX 
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17 9 40 

;R.R06S NATIQNAL PRODUCT * 
Total  GW -(rough estimate) .............. 
Per Capita GNP ........................... 
Investment a s  Percent of GNP ............. 

...... lGFUCULTURAL PRODUCTION INDEX - T6AL. ......................... Index Per Capita 
Rice, rough .............................. 

COST OF LIVING INDEX (~atmandu) ........... 
FOREIGN TRADE ................... Total  Ekports (f .o.b. ) 

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

$ M i i i i v l ~ s  
Dollars 
Percent 

1952-54=100 11 

1,000 rn 

1954-100 

~ ~ r O n 6  $ M i l 1 '  

II 

,I 

Calendar Y e a r s  

Unit 1959 1960 1961 Est. - 

h77 
52 

n.a. 

Not ~ v a i l a b l e  

Not Available 

Trade with United S ta tes  (U.S. Customs Data) 
Exports t o  U.S. ( f .0 .b . )  ............ $ Thousands 12 2 7 45 
~mpbrts  from U.S. (f .0.b.)  .......... 11 208 6 95 435 .................. Trade Balance I1  - -m -m 

GOLD & FOREIGN EXCHANGE (July 15) (Rastra Bank) $ Million8 15.8 21.3 27.6 

- M i l l i o n  Dollar E q u i v a l e n t s  - 
CENTRAL GOVERNMENT FINANCES * FY ending July 15 1959 1960 1961 

Total  Expenditures ................................ 13.0 21.7 22.5 
....................... (Defense E x p e n d i t u r e s )  (1.9) (2.8) (3.4) 

............................ (Capital O u t l a y s )  (h.8) (10.7 (9.5) 

Domestic Revenues ................................. 9.6 11.1 12.2 

Budget Receipts from Non-U.S. Foreign Aid ......... 2.9 4.9 5.9 

Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 0.h 2.6 5.7 

.............. Remaining Def ic i t  ( - )  o r  Surplus (+) -0.1 -3.1 +1.3 

+ - Converted a t  7.6 Nepalese Rupees per U.S. $. 



FINANCIAL DATA 
Country: NEPAL 

. AGENCY FOR INT'L DEVELOPMEW TOTAL... 

Obligations and C o d t m e n t e  
(mi l l ions  of d o l l a r s  & dol la r  equiv.) 

Development Loans.................... 
Development Grants................... 

(T.c. p r io r  to FY 1961) .............. Supporting Assitkance.. 
(DS/SA pr io r  t o  FY 1961) 

Other MSP Ecommic................... 

FOOD FOR PEACE (P.L. L801 
T i t l e  I, Countly Uses................ 

(Sales  Agreements) ................. 
T i t l e  II............................. 
T i t l e  III............................ 
Ti t l e  IV............................. 

- -  ~ 

F'Y 
1952-1961 

M-IM BANK LONGTERM LOANS............. 

MILITARY ASSISTANCE (Pro grams) 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... 
Non-M.A.P. Mili tary Assistance.. ..... 

FY 
1961 

ASSISTANCE FROM INT'L AGENCIES 
UN Tech. Assist.-CY ending in  F Y . . . . .  
UN Special  Fund ...................... 

- - 

FY 
1962 

OTHER FVBE WORLD ASSISTANCE 
........................... Ind ia . . . . .  

Others.. ............................. 
SINO-SOVIET BLOC ASSISTANCE. ........... 
U.S. DOLLAR LOAN REPAYMENTS ............ 

aJ$16.8 mill ion (equivalent) of U.S. owned Indian rupees were 
made avai lable  i n  FY 1960 f o r  use i n  FY 1960 through FY 1962. 

b / ~ u l ~  - ~ e c .  1961. 
Y 0 f  which $9.5 mill ion provided by Communist China. 





Pak i s t a n  



P a k i s t a n  has  a popula t ion  of 95 m i l l i o n  and c o n s i s t s  of t h e  
tzo ; ion-cc; ;~i~g,""u "cc!,;ii;ij: uf ;;t6i rakistan on the Arabiai 
Sea and E a s t  Pak is tan  on t h e  Bay of Bengal.  Its p r e s e n t  gov- 
ernment, headed by P r e s i d e n t  Ayub Khan, came t o  power i n  1958. 
T h i s  government has been a moderate d i c t a t o r s h i p .  P a k i s t a n  i s  
m i l i t a r i l y  a l l i e d  w i t h  t h e  West a n d ' i s  a member of  bo th  C e n t r a l  
Trea ty  Organizat ion (CENTO) and S o u t h e a s t  Asia T r e a t y  Organiza- 
t i o n  (SEATO). 

Country Background 

I n  t h e  y e a r s  immediately fo l lowing  t h e  attainment of indepen- 
dence i n  1947, P a k i s t a n ' s  economic p r o g r e s s  was uneven. I n  
1955, however, it embarked upon i t s  F i r s t  Five-Year P h ,  and 
since t h a t  t ime e d e f i ~ i t e  program fsr C C G ~ G E ~ C  d c w l o p n e n t  has 
been underway. T h i s  has proceeded under t h e  d i r e c t i o n  of  t h e  
P a k i s t a n  PLanning Ccamnission, which from t h e  start of i t s  oper-  
a t i o n s  has been a s s i s t e d  by a n  American advisory group f inanced  
by t h e  Ford Foundation. 

A s u b s t a n t i a l  mobi l i za t ion  of r e s o u r c e s  was c a r r i e d  o u t  under 
t h e  F i r s t  Five-Year P lan .  A t o t a l  of  $2.8 b i l l i o n  w a s  expend- 
e d  under  it, p r i o r i t y  being given t o  investment i n  i r r i g a t i o n ,  
power, and indus t ry .  I n d u s t r i a l  p roduc t ion  and i n f r a s t r u c t u r e  
f a c i l i t i e s  expanded s i g n i f i c a n t l y .  E f f e c t i v e  measures of r e -  
form were a l s o  c a r r i e d  o u t ;  i n f l a t i o n  was brought under c o n t r o l ,  
a f o r e i g n  exchange c r i s i s  was ended, cor rup t ion  i n  government 
was reduced, l a n d  reform was extended,  and l o c a l  government 
p rocedures  were improved. Implementation of t h e  p l a n  was ma- 
t e r i a l l y  a c c e l e r a t e d  by t h e  Ayub government. 

The p l a n ,  however, had one n o t a b l e  shortcoming. I n s u f f i c i e n t  
a t t e n t i o n  was given t o  a g r i c u l t u r e ,  and a s  a r e s u l t  p roduc t ion  
i n  t h a t  very important  s e c t o r  of  t h e  count ry ' s  economy lagged.  
An e f f o r t  t o  remedy t h i s  d e f i c i e n c y  i s  now being made under t h e  
Second Five-Year Plan,  which g o t  under way i n  1960. Pursuan t  
t o  t h e  1961 reconmendations of t h e  P a k i s t a n  A g r i c u l t u r a l  Com- 
miss ion  s tudy,  major r e o r g a n i z a t i o n s  of  a g r i c u l t u r a l  programs 
and r e s p o n s i b l e  government a g e n c i e s  a r e  now in p r o g r e s s .  

Expendi tu res  under t h e  Second Five-Year P lan  a r e  expected t o  
t o t a l  $4.8 b i l l i o n  w i t h  e s t i m a t e d  e x t e r n a l  a id  requirements  of 
$2.3 b i l l i o n  f o r  t h e  f i v e  year  per iod ,  i n  add i t ion  t o  P.L. 480 
s a l e s  i n  t h e  amount of $722 m i l l i o n .  

Gross  N a t i o n a l  Product  (GNP) i s  expected t o  increase  by 24$, 
r e s u l t i n g  from r e s p e c t i v e  i n c r e a s e s  of 14$ and 50$ i n  a g r i c u l -  

PRIOR and CURRENT PROGRAMS 
75, (Millions of Dollars) . 

PROPOSED PROGRAM 
i Miliions of Do1 iars j 

t u r a l  and i n d u s t r i a l  ou tpu t .  Achievement of t h i s  g o a l  w i l l  
mean an annua l  i n c r e a s e  of n e a r l y  2 112% i n  p e r  c s p i t e  income. 
Other  g o a l s  of t h e  Second ~ i v e - ~ k a r  ~ ' l a n  a re -ccmple t ion  of one- 
t h i r d  of t h e  program t o  e r a d i c a t e  mala r ia ,  an i n c r e a s e  t o  6& 
i n  t h e  propor t ion  of c h i l d r e n  a t t e n d i n g  primary schools ,  and 
t h e  p r o v i s i o n  of  e l e c t r i c  power and s a f e  d r i n k i n g  water  t o  a 
l a r g e  number of  v i l l a g e s  now l a c k i n g  them. 

E f f e c t i v e  implementation of  t h e  Second Five-Year P lan  rece ived  
a major s t i m u l u s  from t h e  r e c e n t  agreement of an i n t e r n a t i o n a l  
consort ium organized by t h e  I n t e r n a t i o n a l  Bank f o r  Reconstruc- 
t i o n  and Development (IBRD) t o  provide P a k i s t s n  w i t h  a t o t a l  of  
$945 m i l l i o n  of a s s i s t a n c e  f o r  c a r r y i n g  o u t  t h e  second and 
t h i r d  y e a r s  of t h e  p lan .  The members of t h i s  consortium and 
t h e  amounts pledged a r e :  United S t a t e s  $500 m i l l i o n ,  IBRD - 
I n t e r n a t i o n a l  Development A s s o c i a t j  on (IDA) $209.4 m i l l i o n ,  
Germany $80 m i l l i o n ,  United Kingdon (u.K. ) $47.6 m i l l i o n ,  
Japan  $38 m i l l i o n ,  and France $25 m i l l i o n .  The U. S .  c o n t r i -  
b u t i o n  of $500 m i l l i o n  w i l l  be  equa l ly  d i v i d e d  between f i s c a l  
y e a r s  1962 and 1963. The 1962 p o r t i o n  c o n s i s t s  of  $ 2 ~ 0  m i l l i o n  
of development loans ,  $25 m i l l i o n  of Support ing Ass i s tance ,  and 
$25 m i l l i o n  of  Export-Import (EX-Im) Bank l o a n s .  The 1963 
p o r t i o n  w i l l  c o n s i s t  of a n o t h e r  $25 m i l l i o n  of Ex-Im Bank l o a n s  
and $225 m i l l i o n  of development l o a n s  committed pursuan t  t o  
s e c t i o n  202(b) of t h e  Act f o r  I n t e r n a t i o n a l  Development. 

C * "  ? t ,  



Before  under tak ing  t o  p rov ide  t h i s  l a r g e  amount of a s s i s t a n c e  
o v e r  a n  extended p e r i o d ,  AID thoroughly  reviewed P a k i s t a n ' s  de-  
velopment p l a n s  and its need f o r  e x t e r n a l  a s s i s t a n c e .  It a l s o  
sought  and ob ta ined  assurances  from t h e  P a k i s t a n  Government 
t h a t  p o l i c i e s  necessary  t o  t h e  r e a l i z a t i o n  of i t s  p l a n s  and t h e  
e f f e c t i v e  u t i l i z a t i o n  of consort ium a i d  would be  adopted. The 
a i d  w i l l  e n a b l e  P a k i s t a n  $0 f i n a n c e  imports  e s s e n t i a l  t o  main- 
t a i n i n g  i t s  development momentum. Represen t ing  a s  it does a 
commitment over  a two-year p e r i o d ,  it w i l l  a l s o  make a s i g n i f i -  
c a n t  c o n t r i b u t i o n  towards t h e  k ind  of  coord ina ted  p lanning  over  
a long-term which is  e s s e n t i a l  t o  sound development. 

Another maJor example of  coord ina ted  i n t e r n a t i o n a l  a s s i s t a n c e  
t o  P a k i s t a n  i s  t h e  Indus  Basin development p r o j e c t  descr ibed  i n  
d e t a i l  i n  V o l ~  11-section on C o n t r i b u t i o n s  t o  I n t e r n a t i o n a l  
Organizat ions.  Outlays es t imated  f o r  t h i s  p r o j e c t  over  t h e  
c o u r s e  o f  t h e  Second Five-Year Plan should r a i s e  t o t a l  inves t -  
ment i n  P a k i s t a n  f o r  t h a t  per iod  t o  over 965.5 b i l l i o n ,  more 
t h a n  double t h e  amount c a r r i e d  o u t  under  t h e  F i r s t  Plan. 

The only S o v i e t  b loc  a i d  accep ted  t o  d a t e  by P a k i s t a n  is  a $30 
m i l l i o n  l o a n  f o r  o i l  e x p l o r a t i o n .  

To avoid  i n f l a t i o n  and i n s u r e  t h e  s u c c e s s  of  i ts development 
e f f o r t s ,  t h e  Ayub Government h a s  undertaken t o  avoid d e f i c i t  
f i n a n c i n g  and t o  impose new t a x e s  c a l c u l a t e d  t o  y i e l d  about  
$370 m i l l i o n  dur ing  t h e  p e r i o d  of  t h e  Second P lan .  The govern- 
ment is  a l s o  s t r i v i n g  t o  c o n t r o l  expansion of  i ts m i l i t a r y  

' b u d g e t  which now accounts  f o r  a b o u t  25% of t h e  t o t a l  budget and 
3% o f  Gross Nat iona l  Product  (GNP). T h i s  is  e s s e n t i a l  if 
P a k i s t a n ' s  developnent  is  t o  b e  o a r r i e d  o u t  as r a p i d l y  as now 
p r o j e c t e d ,  and Pakis tan  and I n d i a  have a l r e a d y  been warmed that 
it w i l l  be d i f f i c u l t  f o r  u s  t o  con t inue  our  a i d  t o  them on i ts  
p r e s e n t  s c a l e  i f  t h e y  a l l o w  t h e i r  mutual  c o n f l i c t  t o  r e s u l t  in 
a d i s s i p a t i o n  of  r e s o u r c e s  f o r  m i l i t a r y  purposes. 

Unfor tuna te ly ,  success  i n  c o n t r o l l i n g  m i l i t a r y  expendi tu res  i s  
t h r e a t e n e d  by t h e  c o n t i n u a t i o n  of  d i s t u r b a n c e s  i n  P a k i s t a n ' s  
r e l a t i o n s  w i t h  I n d i a  and Afghanistan.  The Indus  Basin P r o J e c t  
h a s  removed one i r r i t a n t  in r e l a t i o n s  w i t h  I n d i a ,  bu t  t h e  Kash- 
m i r  ques t ion  remains u n s e t t l e d .  I n  t h e  c a s e  of  Afghanistan,  
t h e  t r o b b l e  a r i s e s  from border  and t e r r i t o r i a l  ques t ions  i n -  
v o l v i n g  t h e  a l l e g i a n c e  of  Pushtu t r i b e  s and Afghan " ~ u s h t u n i s t a n "  
ambi t ions .  

U. S. Ass i s tance  S t r a t e g y  

U .  S .  i n t e r e s t s  i n  South As ia  and t h e  Middle E a s t  r e q u i r e  a  
s t a b l e  s o c i e t y  and progress ive  economy i n  P a k i s t a n .  I n  t h e  
l i g h t  of P a k i s t a n ' s  s t r a t e g i c  l o c a t i o n ,  l a r g e  popula t ion  and 
c l o s e  t i e s  w i t h  t h e  United S t a t e s ,  reasonable  success  i n  im- 
plementing i t s  long-term development p lan  i s  of c r u c i a l  impor- 
t a n c e  t o  t h e  F r e e  World. 

The United S t a t e s ,  w i t h i n  t h e  c o n t e x t  of  a consortium organ- 
i z e d  by t h e  IBRD and I n t e r n a t i o n a l  Development Assoc ia t ion  
(IDA), has made a  commitment t o  provide P a k i s t a n  w i t h  l o a n s  of 
up t o  $475 m i l l i o n ,  p l u s  $25 m i l l i o n  i n  Support ing Ass i s tance ,  
d u r i n g  t h e  f i rst  two y e a r s  of t h e i r  Second P l a n .  We a n t i c i -  
p a t e  making another  long-term commitment a t  an a p p r o p r i a t e  t ime 
and within t h e  framework of  t h e  consortium f o r  t h e  f i n a l  t h r e e  
y e a r s  of t h e  Second P l a n .  

Pak is tan  w i l l  cont inue t o  r e q u i r e  g r a n t  t e c h n i c a l  a s s i s t a n c e  
d u r i n g  t h i s  per iod .  Our development g r a n t  program w i l l  be f o -  
cused upon key s e c t o r s  of development, such as educa t ion ,  pub- 
l i c  a d m i n i s t r a t i o n ,  a g r i c u l t u r e  and h e a l t h .  

We a r e  p rov id ing  a d d i t i o n a l  f i n a n c i a l  a s s i s t a n c e  t o  Pak is tan  
under  the  Indus  Waters Agreement between I n d i a  and Pakis tan .  
T h i s  p r o j e c t ,  under t h e  d i r e c t i o n  of t h e  IBRD, is  f u l l y  d i s -  
cussed  i n  t h e  "Cont r ibu t ions  t o  I n t e r n a t i o n a l  Organizat ions" 
sec.tion of t h e  p r e s e n t a t i o n .  

Food f o r  Peace w i l l  provide a d d i t i o n a l  suppor t  f o r  P a k i s t a n ' s  
developnent program. Under a four -year  Food f o r  Peace program 
concluded last year ,  P a k i s t a n  w i l l  purchase $622 m i l l i o n  i n  
U. S. surp lus  a g r i c u l t u r a l  commodities, w i t h  7 6  of t h e  l o c a l  
currency repayments t o  be loaned o r  g ran ted  t o  Pak is tan  f o r  
i t s  development programs, and lgqb c o n t r i b u t e d  t o  f i n a n c i n g  of 
t h e  Indus Waters development. 

I n  a d d i t i o n  t o  p rov id ing  s u b s t a n t i a l  U. S .  a i d ,  and encour- 
ag ing  o ther  Free  World c o u n t r i e s  t o  assist i n  P a k i s t a n  dev- 
elopment e f f o r t s ,  t h e  United S t a t e s  i s  urg ing  and a s s i s t i n g  
t h e  Government of Pak is tan  t o  u t i l i z e  i t s  own resources  more 
e f f e c t i v e l y .  The Development Grant program is  a maJor t o o l  
i n  t h e  h e l p  we a r e  g i v i n g  t h e  Ayub Government t o  i n c r e a s e  i t s  
c a p a b i l i t y  f o r  e f f e c t i v e  s e l f - h e l p  measures. 



Country: PAKISTAN 

It  is  our  i n t e n t i o n ,  c o n s i s t e n t  w i t h  genera l  p o l i c y ,  t o  t e r m i -  
n a t e  Support ing Ass i s tance  t o  P a k i s t a n  a f t e r  FY 1962 and we 
have su 1 - ~ o t i i i e d  t h e  Covei-rment of Fakistari (WF). Tnis de- 
c i s i o n  was based on t h e  judgment t h a t ,  except  f o r  i t ems  of 
equipment suppl ied  under t h e  M i l i t a r y  Ass i s tance  Program, U.S. 
a i d  t o  Pak is tan  can be more e f f e c t i v e l y  u t i l i z e d  i f  t i e d  s p e c i -  
f i c a l l y  t o  development e f f o r t s  under t h e  Second Five-Year P l a n .  

Proposed AID Program f o r  FY 1963 

The A I D  program proposed f o r  FY 1963 i n  Pakistan c o n s i s t s  of  
$225 m i l l i o n  i n  Development Loans, t o  be extended pursuan t  t o  
t h e  consortium agreement mentioned above, and $10 m i l l i o n  i n  
development g r a n t s .  These a r e  considered t o  be  minimum l e v e l s  
c o n s i s t e n t  wi th  U.  S.  g o a l s .  

Development Loans w i l l  be made t o  f i n a n c e  s p e c i f i c  investment  
p r o j e c t s  and commodity import programs e s s e n t i a l  t o  t h e  ach ieve-  
ment of P a k i s t a n ' s  g o a l s  under t h e  Second Five-Year P l a n .  De- 
velopment Grants  w i l l  provide t e c h n i c a l  a s s i s t a n c e  i n  a  few 
a r e a s  of  s p e c i a l  s i g n i f i c a n c e .  U .  S. a i d  in  bo th  c a t e g o r i e s  
w i l l  be  c l o s e l y  coord ina ted  w i t h  t h a t  extended by o t h e r  members 
of t h e  consortium and w i l l  be  t i e d  t o  a c t i v i t i e s  t h a t  t h e  Uni- 
t e d  S t a t e s  i s  b e s t  equipped t o  suppor t .  Object ives of  t h e  Sec-  
ond Five-Year Plan on which bo th  development l o a n  and develop-  
ment g r a n t  a s s i s t a n c e  w i l l  be concent ra ted  a r e  l i s t e d  below i n  
. the o r d e r  of t h e  p r i o r i t y  given them under our  proposed program: 

Government Management. Government o rgan iza t ion  and a d m i n i s t r a -  
t i v e  p o l i c i e s  a r e  be ing  i n c r e a s i n g l y  adapted t o  t h e  needs of  
economic development. A I D  i s  a s s i s t i n g  by prov id ing  advisory  
s e r v i c e s ,  t r a i n i n g  f o r  t h e  C i v i l  Serv ice  a t  s p e c i a l  i n s t i t u t e s ,  
and a i d  i n  t h e  development of e s s e n t i a l  s t a t i s t i c a l  s e r v i c e s .  

A g r i c u l t u r a l  Product ion.  P a k i s t a n  seeks  t o  achieve s e l f - s u f f i -  
c i e n c y  i n  food g r a i n s  by 1970 and t o  improve d i e t a r y  s t a n d a r d s .  
A I D  programs inc lude  t e c h n i c a l  a s s i s t a n c e  in product ion methods 
and a g r i c u l t u r a l  ex tens ion ,  c a p i t a l  p r o j e c t s  t o  b r i n g  more w a -  
t e r  t o  t h e  land,  and f e r t i l i z e r  imports .  The P r e s i d e n t ' s  
Sc ience  Advisor is  conduct ing a  study on the most f e a s i b l e  me- 
thods  of coping w i t h  e x c e s s i v e  s a l i n i t y  and water logging of t h e  
s o i l .  

Educa t ion .  The o b j e c t i v e  i s  t o  i n c r e a s e  t e c h n i c a l  educa t ion  and 
t o  i n c r e a s e  enrol lment  i n  primary and secondary schools  t o  
e i g h t  m i l l i o n  and one m i l l i o n  r e s p e c t i v e l y  by 1965. A I D  pro-  
j e c t s  inc lude  improved t e a c h e r  t r a i n i n g ;  s k i l l e d  l a b o r  i n s t i -  

t u t e s  and u n i v e r s i t i e s ;  and t r a i n i n g  programs i n  b u s i n e s s  ad-  
m i n i s t r a t i o n ,  a g r i c u l t u r e ,  and engineer ing .  

Transpor t  Capaci ty.  A I D  has undertaken t r a n s p o r t a t i o n  surveys  
i n  b o t h  E a s t  and West P a k i s t a n  and i s  c o n s i d e r i n g  f u r t h e r  f i -  
nancing of locomotives and r a i l r o a d  c a r s .  

Power Product ion and D i s t r i b u t i o n .  A 25% i n c r e a s e  i n  power 
c a p a c i t y  ( t o  1.27 m i l l i o n  KW) is  ~ l a n n e d  bv t h e  end of t h e  
second F ive  -year P lan .  A I D  i s  f  i i a n c i n g  a" multi-purpose dam, 
power s t a t i o n s ,  d i s t r i b u t i o n  l i n e s ,  and t e c h n i c a l  a s s i s t a n c e  
i n  t h e  f i e l d  of power and e l e c t r i c  d i s t r i b u t i o n  systems. 

Manufacturing Output.  A 1C$ annua l  i n c r e a s e  i n  manufacturing 
product ion i s  f o r e s e e n .  A I D  i s  f i n a n c i n g  raw m a t e r i a l s ,  m a -  
ch inery ,  and eqdipiiieiit. It i s  a l s o  prov id ing  t e c h n i c a l  a s s i s t -  
ance i n  des ign  and manufacturing methods. 

Communications System. While a b a s i c  c o m u n i c a t i o n  system f o r  
West Pak is tan  e x i s t s  and i s  capable of g radua l  improvement t h e  
E a s t  Pak is tan  system is  e n t i r e l y  inadequate.  A I D  has been 
he lp ing  t o  f i n a n c e  surveys  and i s  prov id ing  funds  f o r  equipment. 

Hea l th  S e r v i c e s .  Pak is tan  i n t e n d s  t o  c o n s t r u c t  300 a d d i t i o n a l  
r u r a l  h e a l t h  c e n t e r s ,  i n s t a l l  a d d i t i o n a l  s a n i t a r y  w e l l s ,  and 
t r a i n  approximately 1,800 d o c t o r s ,  1,200 nurses ,  850 midwives, 
and 3,500 o t h e r  t e c h n i c i a n s  by 1965. AID i s  prov id ing  s p e c i a l  
t r a i n i n g  programs f o r  d o c t o r s  and nurses ,  he lp ing  t o  e s t a b l i s h  
a  network of  r u r a l  h e a l t h  c e n t e r s ,  and f i n a n c i n g  engineer ing  
des ign  work on urban wate r  f a c i l i t i e s .  

Survey and Development of  Mineral  Resources.  Only a small part 
of  t h e  t e r r i t o r y  of Pak is tan  h a s  been explored  f o r  minera l  r e -  
sources  b u t  s e v e r a l  s i g n i f i c a n t  f i n d s ,  of gas ,  
have been made. A s e a r c h  f o r  minera l s  and s o l i d  f u e l  is  now 
be ing  pushed, and A I D  i s  he lp ing  t h e  P a k i s t a n  Geological  Sur-  
vey t o  b u i l d  up i t s  organ iza t ion  and t o  demonstrate  mapping 
and surveys  i n  promising a r e a s .  
Accomplishments and Changes 

The consort ium agreement of January 1962 is  both a  no tab le  a -  
chievement and change. It h a s  provided P a k i s t a n ' s  Second F ive-  
Year Plan w i t h  a s o l i d  underpinning of e x t e r n a l  a i d  and has  
a l s o  f o r  t h e  f i r s t  t ime brought  o t h e r  advanced Free  World na- 
t i o n s  i n t o  a s s o c i a t i o n  on a  s u b s t a n t i a l  s c a l e  wi th  t h e  P a k i s t a n  
development e f f o r t .  The d i scont inuance  of  Support ing Ass i s tance  
t o  Pak is tan  is  a l s o  an important  forward s t e p .  P r o j e c t s  i n  t h e  
Development Grant P r o g r q  have been o r i e n t e d  t o  development 
fol lowing a c a r e f u l  review. 
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As a result of a military coup late in 1961, Syria broke away 
from its three-year union with Egypt and reestablished itself as 
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desire for greater local autonomy and resistance to the socialist 
economic policies imposed upon Syria by Cairo. The newly elected 
Syrian government has taken action to rescind many of the nation- 
alization measures imposed during the union and has indicated its 
intention to permit a wider scope of activity for private enter- 
prise in its over-all economic developnent effort. At the same 
time, it is retaining many of the social reform measures insti- 
tuted under the United Arab Republic (urn) . 
From the viewpoint of the United States, perhaps the most signifi- 
cant aspect of the Syrian coup is the emergence of a government 
which is more friendly toward the West than any which has existed 
in Syria since 1946. Although still sensitive regarding British 
and French motives in the Arab world and still obliged to maintain 
a non-aligned posture, the new Spian government has requested 
assistance from the United States, West Germany, Switzerland and 
Italy and has indicated a desire to disengage itself from primary 
reliance on the Soviet bloc for assistance. 

It is, therefore, in the U.S. interest to preserve and strengthen 
current political trends in Syria. 

Country Background 

When the new Syrian Government took power it was immediately con- 
fronted with a serious financial crisis. Due to three years of 
severe drought, agricultural production had declined about one- 
third and national income had fallen by 14%. The resultant loss 
of export earnings, combined with increased imports for develop 
ment and substantial flight of capital to avoid the UAR's nation- 
alization decrees, seriously reduced foreign exchange reserves. 
With somewhat more favorable agricultural conditions in 1961, the 
trade account has shown improvement and the economic policies of 
the new government may encourage at least a limited reinfusion of 
private capital from holdings abroad. It will be necessary, 
however, for Syria to obtain substantial external economic assist- 
ance during the next few years if the econoq is to be revived 
and an adequate rate of growth achieved. 

While the new government has not yet worked out long-range devel- 
opment plans, it has taken measures to restore business confidence 
through the alleviation of immediate financial problems. It has 
agreed to a stabilization program designed by the International 
Monetary Fund ( IW) to eliminate domestic inflationary pressures, . . 
which for a balanced government budget, both ordinary 
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and development, and for a curb on credit expansion. To support 
this program, the Syrian Government has sought to put together a 
stabilization fUnd by obtaining standby credits of $40 to $50 
million from the Free World. The IMF has agreed to drawings of 
$5-6 million, the German Government is offering a $16 million 
three-year loan, and private Italian banks are offering a five- 
year loan of $5 million. The United States will support this 
effort by providing a $5 million &port-Import Bank loan and a 
$9 million Supporting Assistance loan. 

In addition to this Free World assistance for stabilization, a 
West German credit of $125 million for the construction of the 
Euphrates D m  may prove to be still available, although this 
arrangement was concluded prior to the recent coup. Unused 
Soviet bloc credits of $113 million are also available to help 
finance current development work. 

U.S. Assistance Stratem 

Economic assistance from the United States will be an important 
factor in maintaining political stability and stimulating 
economic growth in Syria. Several developnent loans for impor- 
tant capital projects are now under active consideration and 
additional loan requests are anticipated. A smal3Qevelopment 
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Orant program ie being negotiated with the Syrian Government and 
should get under way in M 1963. &though we do not anticipate an 
Agency for International Development (AID) program of large magni- 
tude in Syria, the United States is prepared to react positively 
to requests for assistance which are sound and which meet develop 
ment criteria. W& intend also to encourage the Syrian Government 
to utilize its own resources more effectively and to take needed 
self-help measures, including comprehensive long-range development 
plqning . 
Proposed AID. Program for M 1963 

The M 1963 AID program includes Development Grants of $1.6 million 
and consideration will be given to sound loan proposals. 

The implementation of a development program is dependent upon the 
solution of Syria's immediate financial problems and the prepara- 
tion of a new development plan. However, we believe that grant 
assistance will be asked for projects in the development of potable 
water supplies and in soil classification, both of which were given 
high priority in the development program prepared when Syria was 
part of the UAR. It is also expected that Syria will request grant 
assistance in other phases of development work. The United States 
is prepared to consider loan applications for development projects 
which require large foreign exchange components and which meet 
existing AID criteria. Loan applications have been received for 
two projects, grain storage facilities and highway construction, 
which had high priority in the previous development plan. 

Obligations and bmnitment s Ic-ative I FY I 1z 
(millions of dollars & dollar equiv.) thru 1961 1961 

- . AGENCY FOR INT*L DEVELOPHEM' TOTAL.. 

Development bans.................... 
Development Grants................... 
(T.c. prior to FY 1961) 

Supportjq Aaaistance................ 
(DS/S prior to FP 1961). 

Other HSP Ecommic................... 

FOOD FOR PEACE (P.L. 180) 
Title I, buntry Urns................ ................ (Sales Agrecrmsnt 8). 
Title II............................. 
Title m............................ 
Title IV............................. 

...... EX-IM BANK LONGTERM LOANS....... 

OTHER U.S. ECONOHIC PROGRAEIS........... 

KILITARY ASSISTANCE (Pronramsr 
M.A.P. - Grant Aid................... 
M.A.P. - Credit Assistance........... ..... Non44.A.P. Military Assistance.. 

ASSISTAKE FROM INT*L AGI%NCIES 
IBRD - World Bank ................... 
Internat'l Monetary Fund............ 
UN Tech. Assist.-CY ending in F'Y.... 
UN Special Fund.. ................... 

YI'HER FREE WORLD ASSISTANCE 
West Germany ........................ 
Italy ............................... 

SINO-SOVIET BLOC ASSISTANCE ........... 
I.S. DOLLAR LOAN REPAYMENTS ........... 

' Included in UAR Totals 

1 July - Dec. 1961 

FINANCIAL DATA 
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Country: SYRIA GENERAL ECONOMIC DATA 

ARW & POPULATION 

BASIC DATA 

AVERAGE 

Area .....'........... 1000 sq.mi. 7 1  xxx 

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

AGR I C  'JLTu2U.L &Xi3 

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

POWER PER CAPITA ...... 

EDUCATION 

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

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

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

HEALTH 

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

M i l .  

k 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

NO. 

Y r s .  

No. 

4.7 XXX 

3.5 2.4 

66 40 

Unit - 
GROGS NATIONAL PRODUCT * 

Total  GNP ( t n  1960 PrIceS) ............... $ Millions 
Per Capita GNP ........................... Dollars 
Investment a s  Percent of GNP Percent ............. 

..... AGRICULTURAL PRODUCTION INDEX - TCIPAL.. 1952-54=100 
Index Per Capita ......................... I I  

Wheat .................................... 1,000 

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

FOREIGN TRADE 
, - '  10.otai Ecports (f .o.b. )a.. $ Millions ................. 

Cotton ................................. !I 

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

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

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

Trade Balance 11 .................. 
GOLD & FOREIGN EXCHANGE (end of year) II ...... 

CENTRAL GOVERNMENT FINANCES * FY ending June 30 

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

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

Domestic Revenues ................................. 
Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Pc ~ o a n s )  .... 
Remaining Def ic i t  (-) o r  Surplus (+) .............. 

Calendar Years 

1961 Est. 

805 
171 
n.a. 

109 
82 

450 

590 

I l k  

98 
75 

168 - 
-70 

5 
3 0 =z 
43 (Nov) 

Million Dollar Equivalents - 
1962 (Budget) 

280 
(85) 

(125) 

187 

33 

14 

-46 

+ - Converted a t  3.58 Syrian pounds per U.S. $. 
a - Ekcludes t rade  Kith Egypt. 
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Turkish foreign policy has been and remains strongly pro-Western. 
Occupying a s t ra teg ica l ly  important posit ion on the  borders of 
Sslllgaria mr? the  I!SSR; T?.?.rkgr h ~ s  I c n g  been concerned by the  
external  th rea t  aimed d-irectly a t  it by these two countries.  It 
has sought t o  protect  i t s  secur i ty  by maintaining a s izable  m i l i -  
t a r y  force and through par t ic ipat ion i n  the North Atlantic Treaty 
Organization (NATO) and the Central Treaty Organization ( CENTO) 
a l l i ances .  It makes a large contribution t o  NATO manpower and 
makes v i t a l l y  important s t r a teg ic  f a c i l i t i e s  available t o  the  
United S ta tes  and t o  NATO. 

This is a period of t r i a l  and ferment i n  Turkey. A t  s take is the 
f a t e  of c i v i l i a n  government, and the shape of Turkey's future 
p o l i t i c a l  and economic developnent. The recently formed coal i t ion 
govenunent l e d  by the 78-year old  Prime Minister Inonu faces 
formidable problems. It must seek t o  s a t i s f y  the Turkish mi l i t a ry  
forces t h a t  it i s  acting decisively i n  dealing with soc ia l  and 
economic refonus. It must t r y  t o  res tore  business confidence, 
which was shaken by the coup of May, 1960, and the  p o l i t i c a l  uncer- 
t a i n t y  which has pers is ted t o  the present. And, it must a l so  t r y  
t o  gain t h e  confidence of the  followers of the l a t e  Prime Minister 
Menderes who a r e  s t i l l  hos t i l e  t o  Inonu, h i s  par ty  and the Armed 
Forces. 

A strong and growing economy is  essen t i a l  both t o  enable Turkey t o  
support i ts  mi l i t a ry  burdens and t o  maintain effect ive  popular 
support f o r  progressive, Western-oriented government. Following 
i n  the  course charted by the  mil i tary  government, the Inonu Govern- 
ment has accelerated the preparation of a five-year development 
program, s l a t e d  t o  be put formally i n t o  effect  i n  March, 1963. I f  
a well conceived plan i s  adopted and i f  the Government shows the 
a b i l i t y  and determination t o  carry it out effect ively  we plan t o  
join with others t o  provide long-term assistance t o  enable Turkey 
t o  execute the  plan. 

Country Background 

Turkey's ambitious but often misguided development e f f o r t s  brought 
a r e l a t i v e l y  high r a t e  of growth i n  the decade preceding 1957. It 
w a s  accompanied, however, by severe problems of in f l a t ion  and 
balance of paymenis d e f i c i t s .  The major increase i n  output took 
place i n  agr icul ture  ear ly  i n  the period when a program of expand- 
ing the land area  i n  cereals corresponded with favorable weather 
conditions. One-third of Turkey's 300,000 square mile land area 
i s  now cul t ivated and t h i s  is  believed t o  be the l i m i t  of arable  
land. The road and rail network i s  re la t ivelv  com~le te .  The 
growth r a t e  of industry, 50'$ of which is  state-owned, has been 
s l i g h t l y  b e t t e r  than the averane of the economv as a whole. Much 
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of Turkey's indus t r i a l  cap i t a l  is ine f f i c ien t ly  used and poorly 
organized. Private industry e x i s t s  mainly in  small scale-opera- 
t ions .  Although i ts  agr icu l tu ra l  prospects a re  l imited, Turkey's 
indus t r i a l  and minerals potent ia l  i s  under-exploited, and it has 
reasonable prospects f o r  economic growth. 

In f l a t ion  has been checked f o r  the past  two years but economic 
growth too has stopped. The level  of Gross National Product (GNP) 
per capi ta  was $187 i n  1961, over 4% l e s s  than i n  1960. 

The new government adheres t o  the reforms l a i d  down by i t s  pre- 
decessor. The pzovisional government had renewed Turkey's pledge 
t o  i ts  credi tors  under the  s t ab i l i za t ion  agreement of 1958, in t ro-  
duced budgetary reforms which, f o r  the  f i r s t  time, brought the 
e n t i r e  budget under review by the Minister of Finance, increased 
t a x  ra tes ,  promulgated new taxes,  and generally tightened t a x  
enforcement. Tax and other measures increased government revenues 
about 30'$ i n  1961. The provisional government a l so  made an 
intensive study of the s t a t e  economic enterprises,  and reviewed 
a l l  government investment projects  under way a t  the time of the 
coup, stopping those which were judged uneconomic o r  of low 
pr io r i ty .  



The establishment i n  September 1960 of t h e  S t a t e  Planning Office 
improved Turkey's t oo l s  f o r  evaluation of i t s  needs and resources. 
The Office i s  c k r g e d  with r e spons ib i l i t y  f o r  preparing Turkey's 
f i r s t  comprehensive long-term plan f o r  economic growth and i s  
scheduled t o  complete a d r a f t  f ive-year plan i n  June, 1962. 

Firm f i n a n c i a l  d i s c i p l i n e  and the  c a r e f u l  husbanding of economic 
resources through the  planning mechanism a r e  now i n t e g r a l  p a r t s  
of the  Government of Turkey (GOT) policy.  The Prime Minister  is  
taking a personal  i n t e r e s t  i n  t he  preparation of t he  f ive-year 
p lan .  He has emphasized the  need f o r  na t ional  a u s t e r i t y  i f  t he  
plan is t o  succeed. He has a l s o  sought t o  impress upon the  
various economic min i s t r i e s  t he  need f o r  t he  thorough preparation 
of well  conceived p ro jec t s .  In b r i e f ,  Turkish economic pol icy  
appears a t  l a s t  t o  be aiming a t  many of t he  same bas ic  objec t ives  
as-does U.S. a i d  policy.  1f  Turkey i s  ab le  t o  ca r ry  out 
sound p o l i c i e s  t he re  i s  a good prospect t h a t  accelera ted  
ment w i l l  i n  f a c t  occur. 

U.S. Assistance S t r a t e a  

For 1963, pending the  preparation,  analys is  and adoption 
Turkish development plan,  U.S. a s s i s t ance  w i l l  continue, 
c e r t  with Turkey's European a l l i e s ,  t o  provide the  minimum 
necessary support t o  t h e  Turkish balance of payments and t o  
provide increased development ass is tance  t o  p r i o r i t y  projec ts  
which a r e  bas ic  t o  the  country ' s  f u r t h e r  economic growth. Hope- 
f u l l y ,  t he  Turkish development plan,  cu r ren t ly  i n  preparation,  
w i l l  be s u f f i c i e n t l y  sound t o  permit l a t e r  a f u l l  t r a n s i t i o n  t o  
development ass is tance ,  i-ncluding both p ro jec t  loans  and more 
general  support ,  a s  i s  cu r ren t ly  the  case i n  Pakistan.  We would 
hope t o  encourage the  formation of a group of i n t e re s t ed  leaders  
i n  support of t h e  Turkish program, possibly under the  sponsorship 
of t h e  Development Assistance Committee of' t h e  Organization f o r  
Economic Cooperat ion and Development ( OECD ) , an organization 
which has shown spec ia l  i n t e r e s t  i n  Turkey a s  one of i ts  l e s s  
developed members. 

these  
develop- 

of t he  
i n  con- 

No firm es t imates  a r e  ye t  ava i l ab le  of the  amount of external  
c a p i t a l  Turkey may need during the  f ive-year  plan period.  There 
a r e  indica t ions ,  however, t h a t  import requirements during t h e  
f i r s t  two years  may not be a g rea t  dea l  higher than  i n  recent  
years ,  s ince  subs t an t i a l  growth i n  p r o d u c t i ~ n  may be achieved 
during t h e  e a r l y  phase of t he  program through b e t t e r  use of e x i s t -  
ing  c a p i t a l  p l a n t .  A subs t an t i a l  increase i n  ex te rna l  c a p i t a l  
w i l l  be needed only in  t h e  l a t t e r  phases of t he  plan implementation. 

The United S t a t e s  expects t o  negot ia te  a three-year commitment 
under T i t l e  I of P.L. 480 t h i s  year t o  provide about $55 mi l l ion  
annually in wheat and ed ib l e  o i l ,  subjec t  t o  annual review of 
requirements. Such a commitment w i l l  provide assurance t o  t h e  
Turkish Go<ernment t h a t  adverse a g r i c u l t u r a l  condit ions need not 
delay implementation of i t s  develonment program. 

Proposed AID P ro~ram f o r  FY 1963 

For the  coming year,  supporting a s s i s t ance  of $55 mi l l ion  w i l l  
be required t o  f inance e s s e n t i a l  imports t o  he lp  Turkey maintain 
an acceptable l e v e l  of economic a c t i v i t y  while meeting i t s  mi l i -  
t a r y  and external  f i nanc ia l  commitments. This l e v e l ,  which i s  
subs t an t i a l ly  lower than t h e  support provided i n  FY 1961 and 
p r i o r  years, assumes r ece ip t  of about $65 mi l l ion  during t h e  year 
from other Free World sources and an increased volume of develop- 
ment loans.  These loans which may amount t o  a s  much a s  $60 m i l -  
l i o n  t o  $80 mi l l ion ,  w i l l  permit t h e  t imely s t a r t  of  p ro jec t s  
which w i l l ,  i n  any case, be included i n  a Turkish development 
program. 

The Development Grant program is  being redi rec ted  t o  concentrate 
on Turkey's major development needs and i s  t o  be expanded i n  1963 
t o  $6 mi l l ion .  P r i o r i t y  i s  being given t o  improvement of t he  
quant i ty  and qua l i ty  of Turkish export production and marketing 
t o  minimize t h e  amount of ex te rna l  ass is tance  which w i l l  be 
needed t o  meet Turkish development goals .  Major a t t e n t i o n  i s  
a l s o  being given t o  a s s i s t i n g  t h e  Turkish planning e f f o r t s .  The 
Agency f o r  In t e rna t iona l  Development (AID) i s  providing advisers  
t o  the  Plan Office of t he  Turkish Government and t o  plannine 
u n i t s  i n  Minis t r ies  of Industry,  Agriculture and Transportat ion 
t o  a s s i s t  them i n  developing adequate s t a t i s t i c s  and economic 
analys is  of problems i n  these  areas .  In  addi t ion ,  ass is tance  
w i l l  be provided f o r  surveys of development p o t e n t i a l  of a 
number of i ndus t r i e s  and of l oca t iona l  requirements f o r  new p r i -  
va te  indus t r ies  f o r  the  I n d u s t r i a l  Assistance Commission. Help 
w i l l  a l s o  be provided t o  the  e f f o r t s  of t he  Ministry of Education 
t o  improve t h e  qua l i t y  of t echn ica l  and vocational  schools and 
t o  increase l i t e r a c y  i n  the  country from 3 6  t o  6 6  by 1975. 
Assistance w i l l  continue f o r  t h e  development of' f o r e s t  and water 
resources, mining, and public administrat ion,  and t o  remaining 
p r i o r i t y  needs in  ag r i cu l tu re .  



Country, TURKEY 

Accomplishments 

W i t h  nearly 100,C)OQ illiterate XI, rcaching uiilit&ry service age 
each year,  the Turkish armed forces and the i r  American mil i tary 
advisers sought means of t ra ining recrui ts ,  who could not read 
the simplest of instructions f o r  the use of modern complicated 
mil i tary equipment. Work began i n  1957 with the  cooperation of 
the Turkish armed forces,  the Ministry of Education, and the U.S. 
Military and Economic Aid Missions. Forty-one l i t e r a c y  t ra ining 
un i t s ,  each capable of handling 400 recrui ts ,  have been constructed 
a t  s ixteen centers throughout Turkey. Specialists in  language 
t ra ining,  working with the  AID Mission, compiled a l i s t  of 700 
words which account f o r  about ninety percent of normal dai ly  con- 
versation. Using t h i s  word l i s t  the Ministry of Education pre- 
pared primers with simple s to r ies  about farm work, v i l l age  l i f e  
and l i f e  in the army- Teachers ere provided by t'ne armed forces.  
I l l i t e r a t e  recrui ts  are  assigned t o  the  l i t e racy  t ra ining centers 
f o r  four months before they begin t h e i r  mili tary training. Present 
f a c i l i t i e s  provide t ra ining f o r  approximately 50,000 young men 
each year. 

Production from forest  resources has doubled from 1954 t o  1960, 
and t r e e  nurseries have increased t h e i r  annual production t o  more 
than 100 million seedlings. The Turkish Forest Service has an 
excellent organization of about 1,000 professional foresters ,  
many of whom have been given special  foreign training under the 
aid program. Forests have been depleting rapidly, but in  the 
past several years the Forest Service, with the assistance of 
U.S. advisers, has adopted measures t o  bring t h i s  under control 
not only t o  ha l t  the depletion, but t o  increase the forest  area.  
The access road network has been increased t o  a t o t a l  of 20,000 
kilometers, of which 10,000 were b u i l t  during the last s i x  years 
with U.S. assistance. Financing is now being worked out t o  buy 

heavy equipment and use it t o  complete a network of thousands of 
kilometers of access roads. New production uni ts  have been 
b u i l t  and put in to  operation a t  the  government operated pulp and 
paper m i l l  a t  Izmic. Several plywood factor ies  have gone in to  
production recently, and another is under construction. With the  
assistance of the  U.S. A I D  Mission, the  Forestry Faculty of 
Istanbul University is  expanding its physical plant and teaching 
f a c i l i t i e s .  Half of i ts  teaching s t a f f  has been trained i n  the  
United States .  

Today, the Turkish highway system is one t h a t  is viewed by the 
other nations of the Middle East a s  a model t o  be imitated as 
closely as  funds and equipment w i l l  p e m i t .  The i ~ t e g r a t e d  road 
and highway system of Turkey with s m e  few exceptions, has reached 
in to  all areas of population. The highway network is indispens- 
able in  the economic, p o l i t i c a l ,  and educational modernization 
of Turkey, but i ts greates t  contribution is  yet  t o  came. The 
prokram was original ly  conceived in  1947 under a joint WP- 
Bureau of Public Roads project ,  and was W y  under way in  1950 
w i t h  a complement of 44 technicians. It was completed i n  1958, 
having provided 24,800 kilometers of p r w i n c i a l  highways of 
which over 16,000 are al l  weather. The A D  program provided 
equipment valued at $41 million. An e f f i c i e n t  andmodern highway 
department has been developed in  Turkey, and practices i n i t i a t e d  
by U.S. advisers prevail .  As a d i rec t  resu l t  of the roads 
program the in te r io r  of the  country has been opened up t o  commerce. 
Since 824 of the population l i v e s  i n  small v i l lages  the  e f f e c t  
of t h i s  penetration is indeed great.  
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Area ................ 1000 sq.mi. 300 xxx 

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

IGRICULTURAL LAND 

of Tota l  Area ..... 
Per Capita .......... 

?Om PER CAPITA ...... 

DUCATION 

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

(Prim . & Sec . ) ..... 
Pupils pe r  Teacher 
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Life  Expectancy ..... 
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Acres 
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S 
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Unit . . - 
G R E S  NATI0NP.L PRODUCT * 

Total  GNP ( r n  1960 P r i c e s )  ............... $ Millions 
Per Capita GNP ........................... Dollars 
Investment a s  Percent of GNP ............. Percent 

RGRICULTURAL PRODUCTION INDEX . TOTAL ....... 1952-54=100 
Index Per Capita .. ......................... 
Wheat .................................... 1. 000 >T 

............ COST OF LXVING INDEX ( ~ s t a n b u l )  1953=100 

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

Tobacco ................................ II 

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

Trade with United S ta tes  ( U . S .  data) :  
E q o r t s  t o  U.S . (f . o . b . ) ............ $ Millions 
Imports from U.S. (f .0.b.)  .. .......... 

Trade Balance I t  .................. 
GOLD & IDREIGN EXCHANGE ( e n d  o f  y e a r )  I t  ...... 

CENTRAL GOVERNMENT FINANCES * FY ending Feb . 28 

................................ Total  Expenditures 
....................... ( D e f e n s e  E x p e n d i t u r e s )  

............................ ( 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  rants Rc ~ o a n s )  

.............. R a i n i n g  Def ic i t  ( - )  or  Surplus (+) 

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

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

if . Converted a t  9 Turkish Liras per U.S. $ . 
a . Budget estimates . 

251 



FINANCIAL DATA 

CO-w:  TURKEY 

AGENCY FOR INT'L DEVELOPMEm - TOTAL... 
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Development Grants................... 
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Support ing Assistance................ 

(DS/SA p r i o r  t o  FY 1961) 
Other  MSP Ecommic................... 

FOOD FOR PEACE (P.L. ~801 ............... T i t l e  I, Country Uses. 
( S a l e s  Agreements) ................. 

T i t l e  II............................. 
T i t l e  III............................ 
T i t l e  N............................. 

FY 
1946-1961 

EX-IM BANK LONGTERM LOANS............. 

MILITARY ASSISTANCE ( ~ r o n r a m s )  
M.A.P. - Grant  Aid................... 
M.A.P. - C r e d i t  Assistance........... 
Non-M.A.P. M i l i t a r y  Assistance..  ..... 

FY 
1961 

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

FY 
1962 

I n t e r n ' t l  Monetary Fund. .. 
European Monetary Agreemen 
UN Tech. Assist.-CY ending 
UN S p e c i a l  Fund. . .  ........ 

OTHER FRFE WORLD ASSISTANCE 
West. Germany ............. 

.......... 
i n  F Y . . . . .  

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

U.S. DOLLAR LOAN REPAYMENTS 
MSP and P.L. 480 Loans. .............. 
Export-Import Bank ................... 

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

fl/ July-December 1961. 
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FINANCIAL DATA 
Country* UAR ( ~ g y p t )  

lGENCY FOR INT'L DEVELOPMENT - TOTAL... 

................... Development Loans.. 
Development Grants................... 

(T.c. pr ior  to FY 1961) 
'Supporting Assistance................ 

(DS/SA pr ior  t o  FY 1961) 
Other MSP Ecommic................... 

FY 
1962 

?OOD FOR PEACE (P.L. &SO1 .............. T i t l e  I, Country Uses.. 
(Sales ~ ~ r e e m e n t s )  ................. 

Ti t l e  II............................. 
T i t l e  III............................ 
T i t l e  N............................. 

FY 
1961 

Obligations and Commitments 
(mil l ions  of d o l l a r s  & dol la r  equiv.) 

3 - IM BANK LONGTERM LOANS............. 

FY 
1946-1961 

YILITARY ASSISTANCE (Pro nram sl 
. M.A.P. Grant Aid................... .......... M.A.P. - Credit Assistance. ..... Non-M.A.P. Mili tary Assistance.. 

lSSISTANCE FROM INTtL AGENCIES 
. IBRD World Bank. . . . . . . . . . . . . . . . . . . .  

.............. I n t e r n a t ' l  Finance Corp 
I n t e r n a t ' l  Develop. Assoc. . . . . . . . . . . .  
Indus t r i a l  Develop. Bank.. . . . . . . . . . . .  

.... UN Tech. A s s i s t .  -CY ending in  FY 
UN Special Fund..... .  ................ 

OTHER FREE WORLD ASSISTANCE 
West German ;r ......................... 

.............................. Japan.. 
I t a l y  ................................ 

.... . . . . . . . . . . . . . . . . . .  Cther Countries 
SINO-SOVIET BLOC ASSISTANCE ........... 
U. S. DOTJAR LOAN REPAYMENTS 

.................. Export-Import Bank 
.............. Other Government Loans 

4 July-Dec. 1961. largely  U.K. 
* Includes obligation f o r  Syrian Region. I 
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The Development Grant w t i v i t i e s  i n  the  ag r i cu l tu ra l  s ec to r  a r e  
aimed a t  removing some of the  major obstacles t o  achievirlg the  
goals i n  t h i s  sector.  There a re  two p ro jec t s  i n  the  f i e l d  of 
w u i r r  resources f o r  which funding w i l l  be required i n  FY 1963: 
A continuing technical -survey projec t  t o  determine water avai l -  
a b i l i t i e s ,  and a hydraulic research laboratory p ro jec t  which w i l l  
begin i n  M 1962 and continue i n  FY 1963. The Egy-ptian-American 
land reclamation and resett lement projec t ,  begun i n  FY 1953 w i l l  
continue in to  FY 1963. o ther  development grant p ro jec t s  i n  
a g r i c u l t u r e  a r e  under consideration f o r  inauguration i n  l a t e  FY 
1962 o r  FY 1963. One p ro jec t  i n  t h e  communications sec tor  was 
begun i n  FY 1961 and w i l l  continue through ,FY 1963 t o  provide a 
nationwide telegraph, telecommunications, and radio system f o r  
the  UAR. 

Development loans w i l l  be concentrated i n  the ag r i cu l tu ra l  and 
i i d ~ s t r i a l  sectoiw where cap i t a l  expenditures invoiving foreign 
exchange a r e  required. The l e v e l  w i l l  be dependent on the  
accep tab i l i t y  of the  appl ica t ions  which a re  received. 

The Food f o r  Peace program i n  the  UAR w i l l  be heavily concentrated 
i n  T i t l e  I sales.  T i t l e  I11 i s  expected t o  continue a t  about the  
current  $27.5 mi l l ion  level .  

Accomplishments 

When i n  1959 the  United S ta t e s  resumed an ac t ive  development 
a s s i s t ance  program i n  the  UAR, there  was no obligation t o  revive 
o ld  a c t i v i t i e s .  The "new" program was given very careful  scrut iny 
and grew slowly. modest grant ass is tance  was extended and a 
p r o l i f e r a t i o n  of a c t i v i t i e s  was avoided. 

The following a re  examples of accomplishments r e su l t ing  from recent  
programs financed i n  p a r t  by the  U.S. assistance program. 

The EARIS Projec t  (~gy-ptian-American R u r a l  Improvement se rv ice )  i s  
a j o i n t  resett lement and reclamation program which began i n  1953. 
While U.S. pa r t i c ipa t ion  was discontinued a t  the time of the  Suez 
c r i s i s ,  t hese  a c t i v i t i e s  were resumed i n  1959. The t o t a l  projec t  
w i l l  provide 5-acre l o t s  and complete community f a c i l i t i e s  f o r  
8,000 fami l i e s  on 39,000 acres  of reclaimed land. While the  
p ro jec t  has  been under way f o r  some time, about 80qb of the  
rese t t lement  has taken place i n  the  l a s t  two years. To date, 
20,000 a c r e s  have been reclaimed and 2,500 families have been 
se t t l ed .  Aside from improving conditions f o r  E m t i a n  farmers, 
it has contributed toward the  development of reclamation and 
rese t t lement  techniques which w i l l  be used i n  o ther  areas  when 
t h e  High Dam i s  completed. 

A highway development and maintenance program, t o  improve 
techniques and p rac t i ce  of highway construction, u t i l i z a t i o n ,  
and maintenance, was revived i n  FY 1959, Rfter a t r rn  y p ~ r  

in ter rupt ion during the  Suez c r i s i s ,  and terminated i n  FY 1961. 
A 110-mile modern b-lane highway, which was planned j o i n t l y  by 
American and UAR engineers, b u i l t  by U.S.-financed American 
equipment and supported by l o c a l  currency generated by the  U.S. 
a i d  program, now l i n k s  the  main por t  of Alexandria with Cairo. 
This new highway w i l l  p lay  an important p a r t  i n  quickening the  
pace of UAR development: It crosses the  UARts r i ches t  agr i -  
c u l t u r a l  a rea  and connects major i n d u s t r i a l  towns i n  the  Delta 
area.  The construction of t h i s  highway i s  a l s o  serving t o  
demonstrate modern techniques of highway design and construc- 
t ion .  

The United S ta t e s  provided technical  and comodi ty  ass is tance  t o  
help the  UAR plan and complete i t s  1960 nat ional  population 
census. Final  tabula t ions  a r e  expected t o  be published before 
June of t h i s  year, ins tead of th ree  o r  fou r  years a f t e r  t h e  
census a s  i n  the pas t .  

The UAR has been a s s i s t e d  by the  United S ta t e s  t o  bui ld  a modern 
airway system. The AID r o l e  included the  planning and engineer- 
ing f o r  i n s t a l l a t i o n  of ground equipment, 75% of which i s  now 
ins t a l l ed ,  on-the- job t r a in ing  of ground crews, and the  t r a in -  
ing  of more than 40 Egyptians i n  the  United States.  This 
p ro jec t  has made it possible f o r  the  UAR t o  ca te r  t o  the  most 
modern of in ternat ional  a i r c r a f t ,  as  well  a s  maintain a 
domestic system. 

The UAR 10-year development plan, which received supplemental 
funding from l o c a l  currency generated under Food f o r  Peace, was 
responsible f o r  a s h i f t  i n  emphasis t o  indus t r i a l  growth and 
contributed t o  the  s izable  increase i n  per  cap i t a  GNP over 
recent years. The plan was produced by a sophist icated cadre 
of UAR planners, but  it i s  over-ambitious and su f fe r s  from 
inadequacies of administrat ive capacity and technical  a b i l i t y  
i n  execution. UAR o f f i c i a l s  recognize these  shortcomings, and 
have f o r  the  f i r s t  time turned t o  the  United S ta t e s  f o r  advice 
t o  improve t h e i r  capaci t ies  and techniques f o r  over-a l l  
na t ional  economic and i n d u s t r i a l  planning. 



-RAB REPUBLIC (EGYPT) GENERAL E C O N O M I C  DATA 

BASIC DATA 

AREA & POPULATION 

................ Area 1000 sq.mi. 386 xxx 

... Population (1961) 

..... Annual Growth 

Density per sq.mi. 

AGRICULTURAL LAND 

..... k of Total  Area 

Per Capita .......... 

...... POWER PER CAPITA 

EDUCATION 

Literacy Rate ....... 
Pupils as  $ of Pop. 

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

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

REALTR 
Life  &pectancy ..... 
People per Doctor ... 

M i l .  

k 
No. 

k 
Acres 

K W H / Y ~  

k 

k 

No. 

Yrs. 

No. 

26.7 xxx 

2.5 2.4 

6 9a 40 

Unit - 
GRCGS NATIONAL PRODUCT * 

Total GNP (rn 1960 Prices) ............... $ Millions 
Per Capita GNP ........................... Dollars ............. Investment a s  Percent of GNP Percent 

..... AGRICULTUFL4.L PRODUCTION INDEX .- TOTAL.. 1952-54=100 
Index Per Capita 11 ......................... 
Wheat .................................... 1,000 ET 

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

Cotton ................................. 
Total ~mports  (c. i . f .  )b.. I ,  ................. 

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

w o r t s  t o  U.S. (f .o.b. ) ............ $ Millions 
Imports from U.S. (f .0.b.)  I t  .......... 

Trade Balance I 1  .................. 
GOLD & FOREIGN EXCHANGE (end of year) 

I, ...... 

CENTRAL GOVERNMENT FINANCES * 'FY ending June 30 

................................ Total  Expenditures 
(Defense Expendrtures) ....................... ............................ (Capital Outlays) 

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

Budget Receipts from Non-U.S. Foreign Aid ......... 
Budget Receipts from U.S. Aid  rants Pc Loans) .... 
Remaining Deficit  ( - )  or Surplus (+) .............. 

Calendar Years 

1961 Est.  

3,510 
131 

17.5 

12 0 
99 

1 ,h36 

n.a. 

103 

462 
300 
662 

-200 

35 
161 -m 
332 (Nov) 

Million Dollar Equivalents - 

1960 1961 1962 --- 
1,37h 1,600 2,089 

(275) (296) (312) 
(282) (400) (77h) 

1, hco 

+ - Converted a t  $2.872 per Egyptian pound. 
a - 1,800 people per square mile of productive land. 
b - Data exclude t r ade  with Syria. 
c - Budget estimates adjusted by AID.  



The United Arab Republic (UAR) ( ~ g y p t ) ,  the largest and most 
powerful of the Arab nations, occupies a key position i n  the Near 
%st. The revoliit,ionarv rrov~rment of President Nassar has ruled 
Egy-pt f o r  the past 10 years and, despite some l o s s  of prestige as  
a resu l t  of the recent Syrkan defection from the UAR, continues 
t o  enjoy widespread popular support from the Arab masses i n  the  
Near East and North Africa. 

In recent years, Egy-pt has made notable economic progress des- 
p i t e  the pressures on scarce natural resources of a large and 
rapidly growing population. Since 1957, the Gross National 
Product (GNP) has grown rapidly, largely due to substant ia l  
increases in  investment and production i n  the industr ia l  sector. 
As a r e s u l t  of the  sequestration of foreign holdings a t  the  
time of the Suez c r i ses  of 1956 and recent nationalization 
actions, a large par t  of the Egyptian economy i s  state-owned or  
controlled. The major exceptions a re  the ownership of agricul- 
t u r a l  land, which i s  s t i l l  largely i n  private hands, and the 
trade and service sectors. 

Although the government's development program i s  financed 
mainly from domestic revenues, substantial  mounts of external 
assistance have been received since 1955. The Soviet bloc has 
promised t o  provide economic and mil i tary assistance of about 
$1 bi l l ion .  Total Western economic a id  was resumed i n  1958 and 
1959, and commitments since 1952 now t o t a l  about $1,000 million, 
of which about $681 million has been provided by the United 
States.  

Major differences ex i s t  between the U.S. and the UAR approach 
t o  important foreign policy issues, especially with regard t o  
the Arab-Israeli problem and the po l i t i ca l  orientation of the  
Arab and African states.  Although the UAR has followed a tough 
policy toward Communism i n  Egypt and the Arab world, it has 
often parel le led the Soviet bloc on such issues a s  "impeaialism." 
From 1955 through 1959, Egypt was almost entirely dependent upon 
the Soviet bloc fo r  economic a i d  and mil i tary assistance a s  well 
as foreign trade. Since 1959, it has sought and received U.S. 
and Western assistance t o  lessen i t s  dependence upon the bloc. 
This assistance, while it has strengthened the UAR's a b i l i t y  t o  
withstand Soviet pressures, has not yet resulted i n  the  resolu- 
t ion  of the major issues which divide us. 

Country Background 

Despite the growing importance of the industr ia l  sector, agri-  
culture continues t o  occupy over half the labor force and t o  
contribute a th i rd  of GNP. As a resul t ,  fluctuations i n  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

FY 1961 .3g 

Development Gronts 

Development Loons 
FY I962 L y  20 ob 2 2  0 

1 y~rcludsri $0.25 rnlllmn reductlo" in prmr yeor Developmen? Loon commttrnents 
h ~ h r o q h  Feb. 28 ,1962  

PROPOSED PROGRAM 
: Mi!!ions o! Dc!!o;s) 

agricul tural  output have a severe e f f e c t  on the economy. For 
example, the  sharp 1961 decline i n  rice,  cotton and corn pm- 
duction brought down t o t a l  agr icul tural  output 1046, real GNP 
4.546, and rea l  per capi ta  GNP more than 746. 

The upsurge i n  the  pace of economic development i n  the  past  f ive  
years resulted i n  a growth of GNP which exceeded the increase i n  
population. Although there  was a decline i n  1961, the  growth 
ra te  i s  expected t o  regain momentum over the  next four years. 
This expeCted expansion re f lec t s  the  delayed e f fec t s  of past 
investments and the government's in tent  t o  accelerate invest- 
ment outlays. 

As a resu l t  of government e f f o r t s  t o  accelerate growth, the 
r a t i o  of investment t o  GNP rose f romthe  14 percent l eve l  i n  
1959 t o  17% i n  1961. Government expenditures i n  Fy 1960-61 
were almost double the  FY 1957-58 leve l  and cap i ta l  outlays 
rose from 10% t o  25% of the  t o t a l  budget. As a resul t ,  the  
overal l  de f ic i t ,  which was financed by domestic borrowing and 
fo re ignfa id  rose from $27 million i n  FY 1958 t o  about $200 
million i n  FY 1961. 

While prices remained re la t ive ly  s table  through t h i s  period, 
gold and foreign exchange reserves f e l l  from $505 million 
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(~ecember  31, 1958) t o  $332 mi l l ion  (end November 1961), t he  
equivalent  of about 6 months of imports. 

The long-term development goals of t h e  UAR a r e  described i n  the  
f i r s t  5- year phase of i t s  10- year (mid-1960-mid- 1970) develop- 
ment plan, which envisages a doubling of na t ional  income by 
mid-1970. The plan a n t i c i p a t e s  development expenditures of 
$4.5 b i l l i o n  i n  f i v e  years, aimed a t  an 8 6  increase i n  indus- 
trial output and a 28% inciease  i n  agr icul ture ,  with indus t ry  
replac ing ag r i cu l tu re  a s  t h e  most important contributor t o  GNP. 

While t h e  plan i s  wel l  conceived, i t s  t a r g e t s  a r e  somewhat over- 
ambitious. The en t i c ipa t ed  5- year investm6nt oll t lay would in- 
volve an average ennual r a t e  of over $900 mi l l ion  a s  compared 
with an est imated $615 mi l l i on  i n  1961. Actual investment over 
t h i s  period i s  l i k e l y  t o  be about $3.2 b i l l i o n  r a the r  than the  
planned $4.5 b i l l i on ,  and t h e  increase i n  GNP i s  l i k e l y  t o  be 
2 6  a s  agains t  t he  planned goal  of 4 6 .  

To f inance i t s  development needs, the  UAR w i l l  continue t o  r e l y  
upon fore ign  ass is tance .  While domestic resources w i l l  continue 
t o  meet a major por t ion  of government development f inancing 
requirements a s  i n  pas t  years,  t he  sharp increase i n  PY 1961-62 
expenditures w i l l  requi re  increased dependence on fore ign  a id .  
The major non-U.S. source of external  ass is tance  t o  the  UAR f o r  
c a p i t a l  expenditures has been t h e  Soviet  bloc, agains t  whose 
commitments of $621, mi l l ion ,  $136 mi l l ion  had been drawn by June 
1961. Further drawings w i l l  fol low a s  work progresses on current  
commitments, p a r t i c u l a r l y  t h e  Aswan Dam. A previous loan of 
$56.5 mi l l ion  from t h e  IBRD f o r  improvement of t he  Suez Canal i s  
s t i l l  being used and the  UAR w i l l  probably seek more he lp  from 
them by 1965. The United Isngdom and Western Germany a r e  extend- 
ing  i n d u s t r i a l  and c o m e r c i a l  c r ed i t s ,  now projected t o  continue 
a t  about $50 mi l l i on  a year. The United Nations has a.substantia.1 
Technical Assistance Program i n  the  UAR, and Japan i s  providing 
modest technica l  a s s i s t ance  i n  agr icul ture .  

Judged by the  major c r i t e r i a  of self-help,  t he  UAR e f f o r t  holds 
promise of subs t an t i a l  advance toward i t s  development goals. In 
s p i t e  of ancient  and outmoded soc ia l  t r ad i t i ons ,  gross shortages 
of vocational  and adminis t ra t ive  s k i l l s ,  an t iquated  production 
procedures, and 754 i l l i t e r a c y ,  it i s  s t i l l  c l e a r  t h a t  t he  lIAR 
has  gr ided i t s e l f  f o r  development and has committed major 
resources f o r  i t s  achievement. 

U.S. Assistance St ra tegy 

It i s  i n  our i n t e r e s t  t o  provide the  UAR with an a l t e r n a t i v e  t o  

complete dependence upon the  bloc and, thereby, c r ea t e  an 
atmosphere conducive t o  a growth of mutual understanding and 
confidence and, hopefully, t o  more moderate and cons t ruc t ive  
foreign and domestic po l i c i e s .  

U.S. ass is tance  p lays  a key r o l e  i n  pu r su i t  of t h i s  objec t ive .  
The l a rge  amounts of surplus a g r i c u l t u r a l  commodities which we 
a r e  supplying under P.L. 480, T i t l e  I, help  the  UAR conserve 
scarce foreign exchange and prevent consumption l e v e l s  from 
f a l l i n g  as  population increases.  Development loans  a s s i s t  i n  
t he  implementation of major p ro jec t s  which a r e  e s s e n t i a l  t o  
economic growth. A small concentrated development grant  program 
provides technica l  a s s i s t ance  and advice which a s s i s t s  develop- 
ment e f f o r t s  and may influence pol icy  i n  important s ec to r s  of 
t he  economy. 

P ro f i t i ng  from e a r l i e r  experience, t he  United S t a t e s  has viewed 
new a i d  proposals cautiously since the  resumption of U.S. 
ass is tance  i n  1959. Food f o r  Peace w i l l  continue t o  be the  
major element of  t h e  program t o  provide required food imports 
without a l o s s  of fore ign  exchange and thereby permit l a r g e r  
l o c a l  currency expenditures f o r  development purposes. Develop- 
ment grants w i l l  continue t o  be concentrated within a rcas  of 
development planning, industry, and agr icul ture ,  where l o c a l  
technica l  s k i l l s  a r e  inadequate. Development Loans w i l l  be made 
avai lable  f o r  spec i f i c  p ro jec t s  i n  the  development p lan  which 
requi re  la rge  components of fore ign  exchange and which meet AID 
c r i t e r i a .  

Propbsed AID Program f o r  FY 1963 

A Development Grants program of $2.9 mi l l ion  is  proposed f o r  
FY 1963 and a Food f o r  Peace s a l e s  program of $84 mi l l i on  i s  
contemplated t o  f inance development expenditure. 

Three development grant  programs i n  the  planning sec to r  a r e  t o  
be i n i t i a t e d  sho r t ly  and continued i n  FY 1963: The Agency f o r  
In ternat ional  Development w i l l  furn ish  consul ta t ive  services  f o r  
UAR projec ts  aimed a t  (1) es tab l i sh ing  an appropriate engineer- 
ing  division i n  t h e  Five-year I n d u s t r i a l  Plan Organization, 
(2) s e t t i ng  up systems f o r  da ta  col lec t ion ,  planning s tudies ,  
evaluating t h e  program, and preparing mater ia l  f o r  computer 
analysis ,  and (3) determining t h e  current  and fu tu re  manpower 
needs of the  development plan f o r  t h e  purpose of e s t ab l i sh ing  
the  means f o r  developing the  appropriate s k i l l s .  An add i t iona l  
p ro jec t  now under consideration involves U.S. advice t o  the  
National I n s t i t u t e  f o r  Management Development f o r  t he  es tabl i sh-  
ment of a managerial consul ta t ion  service  f o r  l o c a l  industry.  





Yemen 
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Yemen, located on the Red Sea in the mountainous relatively 
fertile southwest corner of the Arabian Peninsula, is governed by 
an absolute monarch, the Imam, who is both spiritual and temporal 
ruler. Yemen has been aimost compieteiy isolated from the rest 
of the world until recently and there Is an undercurrent of unrest 
among the four miillon Yemeni concerning the country's backward- 
ness and the Imam's oppressions. 

U.S.. interest in Yemen centers on the need to prevent Soviet bloc 
domination of the country through its assistance programs. Such 
domination would jeopardize Free World use ofthe Suez Canal - 
Red Sea artery - and the important British base in Aden. 
Country Background 

Following the withdrawal of the Turks in 1917, Yemen isolated 
itself compieteiy from tine worid beyond the Arabian Peninsula. 
In recent years, however, increased contact with the outside 
world has brought about dissatisfaction with internal economic 
and social conditions among educated Yemeni. The latter number 
is on the increase, with some six hundred now studying abroad. 
The Imam is aware of the restiveness concerning Yemen's backward- 
nees but he has neither the ability nor the will to disturb the 
traditional feudal pattern. His age, poor physical condition and 
fear that loosened restraints and control would result in loss of 
power for him, or for his family after his death, have prevented 
him from undertaking any reforms. He has, however, accepted out- 
side aid to make a show of progress. 

Beginning in 1956, the Communist bloc (mainly Russ.h and china) 
attempted to exploit the Imam's problem by offering aid. 
Through FY 1961 bloc assistance totalled about $70 million in 
grants and loans, some $27 million of which was for military pur- 
poses. -om a peak of 1,200 in 1960 and 750 in 1961, Soviet bloc 
personnel in Yemen now approximate 150. However, negotations are 
under way for new projects which may result in some increase in 
their number. The strategic location of Yemen, growing internal 
unrest, and the efforts of the Communist bloc to achieve political 
influence led to the initiation of the U.S. aid program in 1959. 
Through 1961, it totaled $7.3 million. 

Despite Sino-Soviet and U.S. assistance in construction of port 
and road facilities, the country still lacks practically all re- 
quirements for social and economic development. There is almost 
no economic infrastructure, governmental organization or effective 
tax system. The educational system is limited primarily to 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 
(Millions of Dollars) 

Koranic achools which are well below the standard in nearby 
countries. The population is engaged principally in subsistence 
agriculture and barter trade, and there is a dearth of personnel 
in all management and technical fields other than stonemasonry. 
Self-help efforts are virtually non-existent. 

U.S. Assistance Strategy 

Our aid program is designed to prevent the Soviet bloc from 
achieving domination of Yemen and to establish a basis for favor- 
able U.S. association with future leadership groups, who may take 
over at the death of the present Imam. Because the motives be- 
hind our program are primarily strategic, it is financed from 
Supporting Assistance. 

Proposed AID Program for FY 1963 

The FY 1963 program proposes the use of $6.9 million of Support- 
ing Assistance m d s  to continue current projects (including 
scholarships at American University in Beirut) and possibly 
further activity in education. In FY 1960 the U.S. undertook 



the construction of 260 miles of gravel surfaced road from the 
Port of Mocha to Sanaa via Taiz, to be completed by the end of 
1964. After an Agency for International Development (AID) off ice 
was established and studies were made of existing conditions, 
additional smaller projects in water supply, health and education 
were undertaken. 

Ekpenditures on projects now underway will reach their peak in 
FY 1964, when major activity on the road project will come to an 
end. 

Accompli.ents and Changes 

Considerable progress has been made in the past six months in the 
road construction project, with a resulting favorable change in 
the attitude of the Government of Yemen towards the United States. 
Fewer restrictions are now placed on the movement of American 
technicians and Yemeni regulations tending to slow down construc- 
tion have been softe~ed. 

The continuing growth of the city of Taiz during the past five 
years resulted in a critical shortage of water for domestic 
purposes in 1960, no thought having been given to the construc- 
tion of essential public utilities. We have financed the con- 
struction of a small water reservoir and drilling of four wells, 
which now produce one thousand gallons of water a minute. Thia 
small project has brought praise to the United States and honors 
to the American sanitary engineer in charge. 

FIBL4KIA.L DATA 
_Y__ 

Obligations and Conrnitment s FY 
(Illlion. of dollars & dollar equiv.) 1 1z 1 1962 

. . AmNCY FOR WI"L DEVEU)PHENP TOTAL.. 

Development hanu.................... 
Devdopnt Grants................... 
(T. C. prior to FY 1961) 

Supporting Assistance................ 
(DS/SA prior to FY 1961). 

Other'NSP E c o ~ ~ ~ c . . . . . . . . . . . . . . . . . . .  

m D  M)R PEACE (PbL. ~ 8 0 )  
n t h  I, Country uses................ ......... (Sale6 Agreements)........ 
Title II............................. 
ntle III............................ 
ntle .............................. 

EX-M BANK LONGTERM LOANS............. 

KILITARY ASSISTANCE (Pronrams~ 
M.A.P. - Gr~nt  bid.............^..... 
M.A.P. - Credit Assistance... ........ 
Non4.A.P. Mlitary Assistance.. ..... 

ASSISTAKE FROM INT'L AGl%NCIES 
UN Tech. Assist.-CY ending in FY.... 

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

........... SINO-SOVIET B M C  ASSISTANCE 

. . . . . . . . . . .  U.S. DCLLJLR LOAN REPAYMENTS 



Country: YEMEN GENERAL ECONOMIC DATA 
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NEAH EAST AID SOIPT!I ASIA 
RECIONAL PROJECTS 

The Near East  and South Asia Regional Projec ts  Program consis ts  
mainly of continuind t echn ica l  a s s i s t ance  a c t i v i t i e s  t h a t  a r e  
more e f f e c t i v e l y  ca r r i ed  out  on a  regional  than on a  country-by- 
country bas i s .  Such a c t i v i t i e s  include t ra in ind pa r t i c ipan t s  
from countr ies  of t h i s  redion a t  an i n s t i t u t i o n  of higher learn-  
ing ,  conducting seminars and conferences on ad r i cu l tu ra l ,  indus- 
t r i a l  and labor subjec ts  f o r  t h e  benef i t  of high and middle 
technic ians  and c i v i l  servants,  and financine5 pa r t  of the  cos t  
f o r  prokrams aimed a t  cont ro l l ing  in sec t  plagues. 

Rekional Projec ts  Background 

The Agency f o r  In ternat ional  Development I s  (AID) use of American 
Universi ty of Beirut  (AUB)  f a c i l i t i e s  f o r  t ra in ing of program 
p a r t i c i p a n t s  began i n  1951. Since t h a t  da t e  AUB has provided 
t r a i n i n g  in  such f i e l d s  a s  education, engineering, and public 
hea l th  t o  approximately 3,500 pa r t i c ipan t s .  These students have 
returned t o  responsible jobs i n  government and the  pr iva te  sec tor .  

Seminars and conferences i n  the  f i e l d s  of a ~ i c u l t u r e ,  labor 
leadership ,  and public adn in i s t r a t ion  have becr: held since FY 1956. 
These rneetings have provided an invaluable opportunity f o r  govern- 
ment o f f i c i a l s  from regional  c o m t r i e s  t o  exchange views and ex- 
periences on conmon problems and t o  l ea rn  from U.S. s p e c i a l i s t s  
about approaches which have been found use fu l  elsewhere. 

The United S t a t e s  has sponsored a  regional  projec t  i n  in sec t  
con t ro l  s ince  1952. vie have found t h a t  the  center of i n fe s t a -  
t i o n ,  and the  major area of plagues has sh i f ted  t o  North Africa 
a s  Near Eas t  and South Asia countr ies  have become successful  i n  
t h e  con t ro l  of plagues. Consequently, t he  funding of t h i s  pro- 
j e c t  w i l l  be undertaken by t h e  African-European Regional Bureau 
i n  Fi 1963. 

Proposed AID Program f o r  F'Y 1963 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 
(Millions of Dollars) 

continuing cont rac t  with the  AUB. We w i l l  a l s o  continue t o  
ffnance the  services  of Regional Technical Advisors i n  the  
f i e l d s  of pa r t i c ipan t  t r a in ing ,  c i v i l  av ia t ion ,  and shipping, 
and cover t h e  cos t s  of a  s e r i e s  of conferences, seminars, and 
t r a in ing  courses f o r  fore ign  government o f f i c i a l s ,  concerned 
with ag r i cu l tu re  and labor.  

Aid l eve l  w i l l  be reduced t o  $3.3 mi l l ion  a s  a  r e s u l t  of t h e  
t r ans fe r  of i n sec t  cont ro l  from NESA t o  Africa-Europe. 

The p r i n c i p a l  regional  p ro jec t  t o  be car r ied  on i n  F'Y 1963 w i l l  
be the  t r a i n i n g  of approximately 665 par t ic ipants  under t h e  
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CEhTRAL TREATY ORGANIZATION 

The Central Treaty Organization (CENTO) is a di rect  outgrowth of 
the  Bauhdad Pact Organization, which was created i n  1959 by Turkey, 
Iraq,  Pakistan, Iran and the United Kingdom for  col lect ive  regional 
defense, improved in te rna l  security,  and joint  regional economic 
development. Following the coup of July  1958, Iraq withdrew from 
the Organization, and i t s  name was changed. The United S ta tes  has 
preferred t o  e v e  "observer," ra ther  than member, s t a tus  a t  the 
Council l e v e l  of the Organization. However, the United Sta tes  has 
always strongly supported the  purposes of the Pact, and has been 
a f u l l  member and act ive  leader  i n  a l l  of the CENTO Committees, 
i .e . ,  Economic, Mili tary,  Counter-Subversion, and Liaison (on 
regional secur i ty) .  

Background and U.S. Assistance Strategy 

Turkey, I ran  and Pakistan const i tu te  the  land mass l inking Western 
Europe with the  f ree  nations of South Asia and separating the  
Soviet Union from access t o  the  Mediterranean and Arabian Seas and 
the  o i l  of the Middle East.  

There a re  economic objectives i n  the region which can only be 
accomplished effect ively ,  and a t  l e a s t  cost, through jo in t  e f f o r t s .  
CENT0 economic objectives and a c t i v i t i e s  have centered on 
( a )  improvement of physical communications and transportation be- 
tween the countries through cap i t a l  projects ,  such a s  l inking the  
highway systems of two neighboring countries, and a ra i l road;  and 
(b)  jo int  ,technical ass is tance projects f o r  exchanges of experts 
and o f f i c i a l s ,  as  well a s  jo int  conferences on problems of common 
concern i n  the region. These technical cooperation a c t i v i t i e s  
have encompassed many f i e lds ,  such a s  agriculture,  public health,  
control of the transmission of plant and animal diseases from 
country t o  country, labor  education, and development planning 
techniques. Through FY 1961 the  United Sta tes  has provided 
Baghdad P ~ C ~ / C E N T O  with about $25,000,000 of external assistance 
f o r  regional projects,  both technical assistance and cap i t a l .  

Al l  CENTO projects a re  financed i n  one of three ways: U.S. financ- 
ing, United Kingdom financing, o r  multi-country financed out of 
contributions o r  payments by all member countries. To be consid- 
ered f o r  U.S. financing, proposals m u s t  contribute t o  CENTO and 
U.S. obdectives, and must ( a )  benef i t  two or more countries i n  the 
region, and (b )  accomplish an objective more effect ively  through 
joint  act ion of regional countries ra ther  than b i l a t e r a l  U.S. a id  
a c t i v i t y  i n  each country separately.  

Other Assistance Through CENTO. The United Kingdom is  continuing 
a commitment of a 0 0 ,  000 ($2,240,000) annually fo r  CENTO economic 
development projects .  The regional countries contribute one-third 
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t o  one-half of the cost  of the  Mult i la tera l  Technical Cooperation 
Fund (MTCF) program of in t raregional  exchanges, i n  addition t o  
t h e i r  contributions on other projects .  Total  budgeted contribu- 
t ions  t o  the M!l'CF are  the equivalent of $450,000, including 
$150,000 from the United Sta tes  since 1959. 

Proposed AID Proaram f o r  FY 1963 

Development Grants. Development Grant funds w i l l  continue t o  be 
given fo r  CENTO technical assistance programs fo r  the foreseeable 
future .  The s m a l l ,  r e l a t ive ly  short-term projects  involved, 
usually costing between $10,000 - $25,000, all stem from p o l i t i c a l  
objectives of increased regional cohesion and understanding, as 
well  as  economic development. $350,000 f o r  both FY 1962 and 
FY 1963, d is t r ibuted through a number of economic f i e lds ,  repre- 
sent  a modest approach t o  t h i s  politico-economic e f f o r t .  

Development Loans. A development loan t o  l'urkey was approved 
i n  FY 1961 f o r  $6,000,000 f o r  the constmct ion by Turkey of the  
Mus-Tatvan section of the CENTO Turkey-Iran Railway Link Project.  
New loan c r i t e r i a  fo r  CENTO projects have been recently developed, 
with the following pr incipal  features:  ( a )  Proposals must be i n  
the  development plans of the  requesting countries; (b )  future  
funding of new cap i ta l  projects  w i l l  be on a b i l a t e r a l  loan basis ,  
instead of Supporting Assistance grants a s  i n  the past;  ( c )  i n  
es tabl ishing p r i o r i t y  and evaluating projects ,  account w i l l  be 
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taken of regicnal  p o l i t i c a l ,  n i l i t a r y ,  and psychological f ac to r s ,  
a s  well a s  the  usual  econonic and technica l  c r i t e r i a  f o r  country 
loans;  and ( d )  loan ap!?lications w i l l  be considered i n  the  con- 
t e x t  of the  t o t a l  U.S. a i d  program f o r  each country concerned. 

Supporting Assistance. Aside from p ro jec t s  f u l l y  funded from the  
pas t ,  one p ro jec t  i s  receiving Supporting Assistance a t  t h i s  time, 
i . e . ,  ass is tance  f o r  the  establishment of a Regional C i v i l  Airway 
l ink ing  Ankara-Tehran-Karachi. This a c t i v i t y  w i l l  a l s o  provide a 
b e t t e r  and sa fe r  airway between Europe and Free Asia. $1.4 m i l -  
l i o n  has been approved f o r  FY 1962 and $2.2 mi l l ion  i s  proposed 
i n  FY 1963 f o r  t h i s  p r o j e c t .  A t o t a l  of $1.15 mi l l ion  w i l l  be 
needed i n  FY 1964-65. The p ro jec t  w i l l  be completed i n  FY 1965, 
a t  which time Supporting Assistance f o r  CENTO would be phased out .  

Accomplishments 

The u l t imate  purposes of t he  Centra l  Treaty Organization a re  
e s s e n t i a l l y  m i l i t a r y  and p o l i t i c a l :  To achieve a sense of regional  
i den t i f i ca t ion ,  and a more e f f e c t i v e  a l l i ance  between the  neigh- 
boring but d ispara te  countr ies  of  Turkey, I r an  and Pakistan; and 
a t  t he  same time t o  maintaih and strengthen t h e i r  o r i en ta t ion  
towards the  West. Each economic p ro jec t  - -  whether c a p i t a l  o r  
t echn ica l  -- has been designed with these  p o l i t i c a l  ends a l s o  i n  
mind. A heigthened sense of mutual understanding and bond has 
been achieved through the  j o i n t  planning and coordinated a c t i v i t y  
involved i n  the  regional  airway, regional  telecommunications 
l i n k ,  and the  road p ro jec t s  now under way. 

The technica l  a s s i s t ance  programs of t he  United S t a t e s  while 
small  i n  s ize  and cos t ,  have reached i n t o  many areas  of common 
poblems,  and have emphasized se l f -d iagnosis  and se l f -he lp  
through ca t a ly t i c  U.S. advice and ac t ion .  By the  end of FY 1962, 
about 800 leaders - c i v i l  servants ,  engineers, physicians,  
teachers,  hydrologists ,  a g r i c u l t u r a l i s t s ,  s c i e n t i s t s ,  bankers, 
l abo r  unionists ,  development planners,  mine owners and o f f i c i a l s ,  
s t a t i s t i c i a n s  and law enforcement o f f i c e r s  - w i l l  have p a r t i c i -  
pated i n  U.S.-sponsored CENTO regional  t r a i n i n g ,  exchange and 
seminar programs. Before these  a c t i v i t i e s  began under the  CENT0 
aeg i s ,  ignorance of each o t h e r ' s  a t t i t u d e s ,  problems and e f f o r t s  
was the  typica l  s i t u a t i o n ;  today many representa t ives  of each of 
t he  regional  countr ies  a r e  f ami l i a r  with the  views and experiences 
of t h e i r  opposite numbers i n  the  neighboring countr ies ;  informa- 
t i o n  i s  being exchanged; and t h e  repeated confrontat ions r e s u l t  
i n  s ign i f i can t  cont r ibut ions  t o  regional  thinking and ac t ion .  
P a r t i c u l a r l y  important i s  t he  f a c t  t h a t ,  with respect  t o  any 
given subject ,  t he  s k i l l s ,  knowledge and experience of one 
regional  country f requent ly  tend t o  be super ior  t o  those of the  
o thers ;  technica l  and o ther  meetings genera l ly  r e s u l t  i n  t he  
laggard countries making s t rong  competitive e f f o r t s  t o  catch up 
with the  leader.  Generally speaking, t h i s  spur t o  improvement 
i s  a t  l e a s t  as e f f e c t i v e  a s  t h e  cont r ibut ions  of U.S. and o ther  
fore ign  experts who p a r t i c i p a t e  i n  the  meetings. 

Orientat ion,  e spec ia l ly  of leaders  and profess ional  c lasses ,  
toward Western concepts and r e l a t ionsh ips  is g rea t ly  spurred by 
t h e  f a c t  t ha t  English is the  required language i n  all CENTO- 
sponsored meetings and i s  i n  f a c t  o f t en  a requirement i n  the  
exchange of host country t echn ica l  personnel. 



FINANCIAL DATA 
CENT0 

Obligations and C o d t m e n t s  FY FY FY I (miUio?- aE dol lar ;  6 do l l a r  r,l*iv.) 1 1 1961 I 1962 

I AGENCY FOR INTtL DEVELOPMEN - TOTAL.. . 25.0 1.8 1.7 

Development Lbans .................... - - 
Development Grants................;.. 0.7 0.3 0.3 

(T.C. p r io r  to FY 1961) .............. Supporting Assistance.. 24.4 1.5 1.4 
(DS/SA p r i o r  t o  FY 1961) 

Other MSP Ecommic................... - - - 

FOOD FOR PEACE (P.L. Ir801 
T i t l e  I, Country Uses.. .............. - - - 

(Sa les  Agreements) ................. - - 
T i t l e  II............................. - - 
T i t l e  III............................ - - 
T i t l e  IV............................. - - - 

I EX-IM BANK LONGTERM LOANS.. ........... - - - 

MILITARY ASSISTANCE (promam s )  
M.A.P. - Grant Aid................... - 
M.A.P. - Credit Assistance........... - 
Non-M.A.P. Mili tary Assistance.. ..... - - 

I ASSISTANCE FROM INTtL AGENCIES ........ - - - 

UPHER FREE WORLD ASSISTANCE.. .......... 
United Kingdom ....................... 8.7 2.2 2.2 

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




