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Gentlemen:

The enclosed report of the Commission
on Security and Economic Assistance to the
Secretary of State is the product of the
first high level body since 1969 to take a
comprehensive look at u.S. assistance objec
tives and programs in the Third World.

The Commission departed substantially
from the views of its predecessors and the
report is expected to generate a good deal
of public discussion on this very controver
sial subject~

I believe that the report will be
particularly valuable to anybody dealing
with Third World issues, be they economic,
security, humanitarian or political. I hope
you will be able to give it the prominence
which it deserves.

Sincerely yours,

~~~-
John K/'Wilhelm

Executi~e Director
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THE COMMISSION ON
SECURITY AND ECONOMIC ASSISTANCE

A REPORT TO THE SECRETARY OF STATE

"Our security and economic assistance programs are essential
instruments of our foreign policy and are directly linked to the

national security and economic well-being of the United States."

Secretary of State George P. Shultz
House Foreign Affairs Committee Hearing

. February 16, 1983



Mr. Secretary:

On February 22, 1983, you announced the formation of a commission to review the goals and activities of
United States foreign assistance efforts. Drawing upon the broad experience of its bipartisan membership, the
Commission on Security and Economic Assistance undertook this critical task.

Over the past several months, the Commission has looked at U.S. economic and security assistance
programs to determine if and how they serve the interests of the United States, including a stronger
international economy; improved prospects for world peace and heightened emphasis on basic humanitarian
and democratic values.

In examining these global relationships, the Commission found many of these programs to be mutually
beneficial. For this reason, it is important to note that the terms "foreign cooperation" and "mutual assistance"
are used interchangeably in this report.

The Commission gratefully acknowledges the substantive and administrative support of the Georgetown
University Center for Strategic and International Studies and the assistance of individuals - representing
several government departments and agencies - as well as the many legislative staff members, scholars and
researchers who contributed to the preparation of this document.
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FOREWORD

Much has been accomplished over the last three decades in the area of international
security and development. Life expectancy and literacy in most parts of the
developing world have shown major increases; widespread diseases such as smallpox
have virtually disappeared; political and military stability for many of our allies has
been maintained for some time; and. with the notable exception of sub-Saharan
Nrica. economic growth in many developing countries until recently has been
remarkable and rapid.

These achievements are the result of cooperative efforts among the indus
trialized and developing countries of the world. Americans can and should take pride
in the fact that a major portion of the leadership and resources required for these
major accomplishments has come from the United States.

Yet much remains to be done. Serious political. economic. social and security
problems threaten both the industrial and the developing countries. If these problems
are not addressed. conditions could deteriorate. endangering not only individual
states but the entire system of international cooperation. on which we all have come
to depend.

As we again review our role and assess what level of effort we will undertake for
the future. it is important to examine the reach of our present efforts. The report that
follows is directed to that task.
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I n supporting the economic and
security capabilities of friendly
countries, the United States seeks to

further free, humane and open societies
in a secure, prosperous world. Our efforts
are directed to assuring our national
security, promoting the democratic rights
and ideals upon which our society is
based and fostering our economic and
commercial interests.

Background

Concerned with the lack of popular and
legislative support for foreign assistance,
declining real resource levels and wide~

spread skepticism regarding program
effectiveness, the Secretary of State cre~

ated the Commission on Security and
Economic Assistance. Noting that inter~

national political. economic and security
concerns are increasing in number and
complexity, he charged the Commission
with examining all aspects of U.S. foreign
assistance programs and proposing ways
these programs can make a greater con~
tribution to meeting national objectives
in the 1980s.

The Commission members were drawn
from both the Congress and the public,
and represent a broad bipartisan cross~

section of views. Functional task forces
were organized to examine specific ob~

jectives and programs. Testimony was
heard from specialists and generalists,
from both within and outside the
government.

The major findings and recommenda~

tions of the Commission follow.

Findings

Support for foreign assistance has bro~

ken down and polarized, as greater
numbers of advocates for military or eco~

nomic programs oppose rather than
support each other. This friction has been

exacerbated by budgetary limitations,
which have forced difficult trade~offs

among domestic and international pro~

grams. As a result of widespread misun~

derstanding regarding the nature and ob~

jectives of specific mutual assistance pro~

grams, the general public no longer per~

ceives these efforts as coherently serving
valid national interests.

Moreover, because of a decline in con~

fidence between the executive and
legislative branches over the conduct of
foreign policy. program management au~
thority over foreign assistance has be~

come increasingly encumbered by legis~

lative requirements. Recent efforts to
integrate security and economic assist~

ance policy and programs, while
representing progress, still fall short of
the mark.

It is the judgment of the Commission,
however, that the instrumentalities of for~

eign assistance are potent and essential
tools that advance our interests. Com~
bined in well~integrated mutually
reinforcing programs, they can achieve
great success; witness the Marshall Plan,
Korea and Taiwan.

Evaluation of the effectiveness of spe~
cific programs is conceptually difficult,
particularly since these programs serve
multiple objectives. Moreover, because
the weighting of objectives is necessarily
subjective, differences in values among
observers will generate differences in
conclusions. That is unavoidable.

The keystone to our recommendations
is the conclusion that economic and
military assistance must be closely inte~

grated. Economic growth and rising
standards of living are vital to internal
stability and external defense. Threats to
stability impede economic development
and prosperity. The current fragmentation
of program policy. design, implementa~
tion and evaluation is detrimental to

Report of the Commissio/1 on Security and Economic Assistance
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both effectiveness and public support.
The future effectiveness of the mutual
assistance program rests on the concept
that security and growth are mutually
reinforcing and that both are fundamen~

tal to the advancement of U.S. interests.
This truth is best illustrated by two re
gions that loom large in our future: the
Caribbean Basin - including Central
America - and Africa. The first is an
immediate security challenge with an im
portant economic dimension, while the
second is a situation of economic crisis
that may well heighten security concerns.

On balance, it is the judgment of the
Commission that U.S. assistance pro
grams make an indispensable
contribution to achieving foreign policy
objectives.

On a global level, threats to security
and prosperity are increasing. The mili
tary power of the Soviet Union and its
surrogates has been expanding rapidly.
The world faces severe economic prob
lems, including huge debts in some
countries, intractable development prob
lems in others and serious problems of
poverty and hunger.

U.S. foreign assistance as a whole has
been declining. In real terms (when ad
justed for inflation) U.S. assistance
expenditures over the last five years have
averaged some 21 percent below those of
a comparable period ten years ago. Mili~

tary assistance, at least in terms of its
"grant element," has fallen disproportion
ately In 1975, the proportion of conces
sional economic and military assistance
was roughly equal. By 1983, five dollars of
economic assistance was given on con
cessional terms for every dollar of grant
military assistance. Aside from support
to Israel and Egypt, most of our military
assistance is now provided at the cost of
money to the U.S. 1teasury, yet there are
friendly countries with legitimate security

EXECUTIVE SUMMARY

needs·that simply cannot afford to bor
row for necessary military equipment
and services on these terms.

The Commission recognizes that the
balance between economic and security
assistance continues to be one of the
most divisive issues affecting the foreign
assistance program. The debate has be
come sterile and unproductive at best
and damaging to U.S. interests at worst.
The Commission returned repeatedly to
the conclusion that the optimum mix of
programs could only be reached on a
country-by-country basis where local
conditions and U.S. interests would de
termine requirements.

While Economic Support Fund pro
grams have grown - largely to Israel and
Egypt - both Development Assistance
and PL. 480 have declined in real terms
as has our overall economic program.
Furthermore, while ESF is highly flexible
and is being used in a variety of ways
meeting both U.S. and recipient needs,
legal and administrative rigidities ham~

per the effectiveness of Development
Assistance. These result, in part, from
legislative "barnacles" and a defensive
posture by foreign assistance
administrators.

Many other donor country assistance
programs promote exports by combining
commercial and subsidized credits and
projects that support their domestic in~

dustrial interests. These programs are
effective; our commercial interests are
suffering significant losses. We have at
tempted for seven years, without success,
to negotiate an agreement to limit these
practices, but they continue to increase.
The Commission concludes that defense
of legitimate U.S. commercial interests
with a similar program is inevitable if
diplomatic efforts to reverse this trend
are not successful.

The countries of the world are highly

interdependent and continue to become
more so. In this setting, we cannot es~

cape the importance of international
lending, trade relations, collective se~

curity and mutual. assistance. Charting a
course for U.S. leadership is fraught with
more dangers than ever before. Because
our mutual assistance efforts must re
spond to a changing environment that
threatens American security and pros
perity in every part of the world, we offer
the following recommendations.

ESTABLISH BIPARTISAN
LEADERSHIP SUPPORT

The Commission urges that the Congres
sional leadership and the President issue
a joint statement endorsing the con
clusion that foreign security and eco~

nomic cooperation programs are mutu
ally supportive and interrelated, and
together constitute an essential and inte
gral part of the foreign policy of the
United States.

PROMOTE A CITIZENS' NETWORK
To assure that the public is adequately
informed, the Commission recommends
the creation of a citizens' network. To
foster its development, the Commission
suggests that the President, with the
support of bipartisan leadership, call for
a White House conference on the subject
of United States security and economic
assistance.

CONTINUE SUPPORT FOR
DEVELOPMENT EDUCATION
The Commission recommends that the
Administration and Congress continue
and broaden their efforts to inform the
American public on development issues
and include all elements of our mutual
assistance programs.

INCREASE ASSISTANCE LEVELS

To meet U.S. foreign policy objectives,

3



-----t-(i-+--)-----

significant increases in real levels of as~

sistance will be required. Any new
initiatives will necessitate further budget
increases.

ADOPT A COUNTRY APPROACH TO
PROGRAM DEVELOPMENT

Foreign assistance programs should con~

tain an overall mix of security and
economic assistance resources that best
serves U.S. national interests. That is
best determined through developent of
an integrated program for each recipient
country. The Commission believes that
this principle should be the primary pol~

icy guiding the development of the
overall program.

ENSURE CAREFULLY INTEGRATED
PROGRAMS FOR SUB-SAHARAN
AFRICA AND THE CARIBBEAN
REGION INCLUDING CENTRAL
AMERICA

Special challenges face the United States
in the foreseeable future in sub~Saharan

Africa and the Caribbean region. includ
ing Central America, where there are
serious economic and security condi
tions. The Commission recommends
particular attention be given to careful
construction of integrated security and
economic assistance programs, recogniz
ing that increased resources may be
needed.

SUPPORT POLICY REFORMS

The Commission recommends that pro~

grams contribute to the evolution of
policies that will result in open, self
sustaining and democratic societies. To
achieve recipient country policies that
are conducive to growth and develop~

ment, the pJograms and policies of the
several contributors must be properly co~

ordinated. Given its prominence and
experience. the World Bank should take a

4

leading role in promoting policy reform
and better coordination among all par~

ticipants. It would be desirable for the
World Bank's executive board to hold
regular review meetings to focus on the
recipient country's policies and program
coordination relative to bank assistance.
Not only would such discussions facili
tate coordination, they would be useful
in their own right.

EXPAND HUMAN RESOURCE
DEVELOPMENT AND INSTITUTION
BUILDING

The Commission endorses greater pro
gram emphasis on human resource
development and institution building.
These are essential to development and
security. U.S. knowledge and experience
can contribute substantially to meeting
the needs of developing countries, as can
training and education programs. both
civilian and military.

INCREASE PROGRAM EMPHASIS ON
SCIENCE AND TECHNOLOGY

The Commission recommends greater
programming emphasis be given to sci
ence and technology-related devel
opment assistance that would also be
available, on a mutually cooperative
basis, to middle~incomeand newly in
dustrialized countries.

PROMOTE THE PRIVATE SECTOR

The Commission endorses the use of our
bilateral and multilateral cooperation
programs to promote and encourage the
growth of indigenous private sectors and
U.S. private sector contributions to the
development process. The strengthening
of free trade unions and the promotion
of employment~orienteddevelopment
strategies. in an environment conducive
to free enterprise, are integral to sound
long-term growth and security. Both bilat-

eral and multilateral programs should be
used to achieve appropriate policy re
forms and to support these objectives
wherever feasible.

IMPROVE EVALUATION

We recommend the development of a
comprehensive evaluative mechanism
that assesses the secondary as well as
primary impacts of U.S. mutual assist~

ance efforts, interrelates the projects and
expresses a judgment on their effec
tiveness. Such comprehensive evaluative
capacity is needed to improve planning
efforts and more adequately inform the
public.

MAINTAIN ECONOMIC SUPPORT
FUND FLEXIBILITY

The Commission believes that the flex
ibility of the ESF program must not be
impaired by imposing specific goals or
requirements on it. However, where pos
sible, ESF should be programmed to
further economic development and U.S.
commercial objectives.

INCREASE FLEXIBILITY IN THE
DEVELOPMENT ASSISTANCE
ACCOUNT

The Commission urges greater flexibility
in the administration of the Development
Assistance account to ensure that long~

term development needs are met in ways
consistent with the short~term economic
and financial constraints that are facing
many developing countries, particularly
in Africa.

SUPPORT DEVELOPMENT
OBJECTIVES OF P.L. 480

Requirements for PL. 480 assistance will
continue, particularly in Africa. The Com~

mission recommends that special atten~

tion be given to those needs. Whenever
possible, PL. 480 resources should be

Report of the Commission on Security and Economic Assistance
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used in connection with other forms of
economic assistance to maximize devel~

opment impact.

INCREASE CONCESSIONALITY IN
MILITARY ASSISTANCE

The Commission believes that the U.S.
Government·should consider the same
economic factors in determining the con~

cessionality of military assistance as it
considers in determining the concession~

ality of economic assistance and provide
the level appropriate to conditions in
each recipient country.

ESTABLISH A MUTUAL
DEVELOPMENT AND SECURITY
ADMINISTRATION

The Commission concludes that the
most effective means to achieve program
integration, a country approach to pro~

gram development, an improved evalua~

tive system and increased public support
is to consolidate certain aspects of cur~

rent programs under a new agency,
reporting to the Secretary of State. This
organization would be responsible for
the integration of economic and security
assistance and direct control over eco~

nomic assistance and ESF program
operations.

ESTABLISH A NEW
CONSULTATIVE GROUP

The Commission believes that executive~

legislative consultation through existing
channels should be strengthened, and an
additional mechanism should be estab~

lished for consultation between the
branches that will afford greater cohe~
sion and effectiveness in the decision~

making process.

EXECUTIVE SUMMARY 5
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Commission Goals and Objectives

P
rofound political and economic
changes among industrialized and
developing countries have oc

curred since the last comprehensive pub
lic review and assessment of U.S. foreign
assistance was conducted in 1970. Soviet
power - relative to that of the U.S. - has
expanded significantly and, with it, Soviet
activity and influence in the Third world.
At the same time, regional conflicts have
increased. The economic expectations for
many developing countries have not
been achieved, and many face critical
problems. While the United States was
once the dominant contributor to mutual
assistance programs, other countries 
some of which once benefited from our
assistance - increasingly share this
global responsibility.

With closer relations made possible by
modern transportation and communica
tions, the industrial and developing
countries have become very dependent
on each other. Thus, a serious threat in
any part of the globe may endanger not
only the states directly involved but also
the well-being of other countries far re
moved geographically. If such problems
are not addressed and resolved, condi
tions could deteriorate to the point that
the entire fabric of international coopera
tion could be seriously weakened. Mutual
assistance is one of the main instru
ments available to the United States to
cope with such problems. Thus, the
increased interdependence of the com
munity of nations provides a special
imperative for this reexamination of U.S.
foreign cooperation programs.

Every administration since world War II
has strongly supported foreign coopera
tion as an essential element of U.S.
foreign policy, yet the program has always
been a source of controversy. In recent

years it has suffered from declining pub
lic interest and support. All aspects of
U.S. foreign cooperation have come
under close scrutiny. Public and Congres
sional attitudes and expectations have
undergone sweeping changes, as has the
world in which our programs are
conducted.

It seemed timely and appropriate,
. therefore, to conduct a comprehensive
bipartisan review of the long-term goals
and objectives served by United States
security and economic cooperation.

The Commission focused on the fol
lowing questions posed by Secretary of
State Shultz:

• How can our security and economic assistance
program better achieve its purposes in the
1980s?

• What portion of our resources should we
legitimately devote to security and economic
cooperation?

• How can we create better public understand
ing, and thereby public support, for foreign
assistance?

• How can our programs recognize the great
diversity and changing needs of developing
nations?

• How can the foreign assistance process be
made more flexible?

• How can we achieve better coordination with
our allies and other donors?

The Commission believes that foreign
cooperation programs must not only be
effective and efficient, but must also
make Americans proud of their role in
the international community. The follow
ing fundamental principles must guide
U.S. cooperation if it is to secure the
enduring support of the American
people:

• Respect for .individual liberty and the security
of the individual;

• Commitment to equity and fundamental fair
ness in economic and social opportunity;

Report of the Commission on Securit!j and Economic Assistance
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• Pursuit of economic growth and productivity
based on comparative advantage; and

• Desire to maintain our national security and
promote international peace.

More specifically, a successful foreign co
operation program must further and

balance the following objectives:

Political
The United States seeks international po
litical relationships that promote U.S.
national interests, and provide the basis

for maintaining an open and collabora

tive political system - a global network
that facilitates the peaceful resolution of
conflicts. Given oUf own democratic be

liefs, we are particularly interested in

promoting the political evolution of free
and open societies.

Humanitarian

The humanitarian basis of our mutual
assistance is deeply rooted in our na
tional values. We cannot promote peace
with other nations unless we are fully

engaged in the task of ending the
scourge of world poverty. Human well

being must also include individual free
dom, equality of opportunity and justice,

without which lasting political. economic
and social stability are difficult to
maintain.

Economic

In this age of increasing economic inter
dependence among the countries of the
world, our domestic economic success

both depends upon and is central to the
well-being of many other countries. Ac

cess to the raw materials and products of
these other countries and the sale of
American commodities and manufac

tured goods in their markets are vital to
the U.S. economy. U.S. decisions on taxes,
import policies, government spending
and interest rates have a great impact on

COMMISSION GOALS AND OBJECTIVES

foreign economies.
The domestic economic success of de

veloping countries is important to our

own well-being, which is inextricably

bound to the world economy. In develop

ing countries, long-term economic health

and growth require a commitment to the
market system, the development of

sound economic policies, a balance be
tween population growth and available

resources, and the development of the
indigenous private sector.

We seek to promote the contributions

of science and technology; build institu
tional capacities and intrease investment

in human resources in the less-devel

oped countries. Despite the decrease in
U.S. official assistance relative to private

and other bilateral and multilateral re

source flows, Americans often playa
pivotal role in providing leadership
among donors in these areas.

Security

The ultimate security concern of the

United States is the preservation of our
national independence under a demo
cratic constitutional system. Internal and

external security are critical to stable
economic growth and progress in de
veloping countries. Maintaining world
peace will enable all countries to devote
their energies and resources to enriching
human life.

Security interests clearly demand a de

fense posture - by the United States and
its friends and allies - that serves as a
deterrent to conflict. particularly in view

of Soviet efforts to extend their growing

power and influence in developing coun
tries. The NATO, Japan and ANZUS
alliances are no longer the only front
lines of defense against Soviet threats.
Today there are many countries in all
regions of the world that face Soviet
exploitation in one form or another.

Though our political and economic val

ues may differ, the United States must

deal effectively with countries where its

collective security interests are predomi

nant.
Financial constraints are important but

they should not be allowed to override

the longer-term security interests of the
United States. At the same time, long

term U.S. security interests must be care
fully weighed against the transitory or
parochial security concerns of some indi

vidual governments. Recognition should
be given to the legitimate security needs

of our friends and allies, as we endeavor
to discourage the use of force to sup

press democratic dissent.

9



COMMISSION ON SECUR11Y AND ECONOMIC ASSISTANCE

~SSIST~NC8



--.-==-®J=----

Changes in the Rationale and
Structure of Foreign Cooperation

Cooperative assistance programs
have been central to the conduct
of United States foreign policy for

more than 35 years Though the underly
ing objectives have always been to
further our political, strategic. economic
and humanitarian goals, successive ad
ministrations have adjusted the rationale
and priorities in response to changing
world conditions and public attitudes

The end of World War II found the
United States relatively unscathed, with a
robust economic base and a nuclear mo
nopoly, while the other major industrial

FIGURE [ MUTUAL ASSISTANCE PROGRAMS AND KEY RELATED EVENTS FROM
1945 to 1983

economies were exhausted or in ruins.
The initial focus of foreign assistance was
to provide resources to help rebuild war
torn economies. Motivated by altruism
and enlightened self-interest the United
States recognized the economic and po
litical importance of rebuilding Europe
and Japan A devastated economy made
Europe vulnerable to communist subver
sion in the post-war period President
lruman saw this situation as a clear
threat to US security interests - a situa
tion so grave that it warranted direct
economic assistance The Marshall Plan
was an unparalleled effort, absorbing 15
percent of the federal expenditures in the
years 1948 to 1952 Today's US foreign

12
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assistance effort represents 17 percent of
federal budget outlays

After 1947, the containment of Soviet
expansion was the principal objective of
mutual assistance programs, notably in
Greece and wrkey Security assistance
was provided to meet the immediate
need to build up the military establish
ments in these countries so that they
could cope with both external and inter
nal threats It was also recognized clearly
that economic assistance was necessary
to rebuild these economies as a prere
quisite for fostering political stability and
the emergence of more open and demo
cratic societies. These principles, underly
ing President 'Truman's Point Four Pro
gram of 1949, continue to guide foreign
assistance efforts today

In the 1950s and 1960s, US assistance
programs expanded in scope The ra-

tionale continued to shift from recon
struction to economic and security con
cerns The geographic focus of assistance
turned from Europe to the Far East At
the same time, ongoing concerns about
Latin America led to the Alliance for
Progress The emergence of independent
Africa in the late 1960s engendered new
programs in that part of the world Com
prehenSive country programs were
formulated and economic growth be
came the major focus. While the PL 480
program has been providing substantial
food aid for nearly 30 years, the empha
sis in Development Assistance programs
was on infrastructure - providing basic
facilities such as roads and dams
Throughout much of this period univer
sity programs and fellowships supported
the development of institutions The
"New Directions" of the mid-1970s

brought a shift in program emphasis
from economic growth to basic human
needs, with specific attention to prob
lems of the poor

Private investment. the multilateral de
velopment banks and commercial banks
have become important sources of addi
tional support - particularly for middle
income countries. In recent years, private
investment efforts - both foreign and
indigenous - have been encouraged

The size, content and organization of
mutual assistance programs have also
changed with the lessons of experience
and political circumstances. During the
period 1968-1972, the total assistance
program averaged 5165 billion (when
measured in 1982 dollars) It was more or
less evenly divided between military and
economic assistance Today's program is
less than 514 billion.

960 1965 1970 1975 1980 1983
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fully 65 percent of the total In 1970, the
amounts for these purposes were zero.
But the program has also grown signifi
cantly in the number of recipient coun
tries throughout Africa, Asia and Latin
America In part, this is because of the
growing number of countries that need
more flexible forms of assistance.

The growth in the ESF account and the
change in emphasis to the Middle East
and base rights countries have substan-
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II

II

AMERICAN
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Between 1970 and 1983, the Economic
Support Fund (ESF) - which is presently
being used for a wide variety of eco
nomic, balance-of-payments, develop
ment and project purposes - increased
by 135 percent in real terms Fully 52
percent of ESF in 1983 went to support
the Middle East peace process and an
other 13 percent went to countries
providing the United States with access
to military bases, together accounting for

FIGURE II. SHIFTS IN PERCENTAGE OF BILATERAL ECONOMIC
ASSISTANCE BY GEOGRAPHIC REGION
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and development assistance and PL 480
declined gradually. the grant military as
sistance component has been sharply
reduced. The structure of US military
programs has also changed over the last
decade Today most US military as
sistance is offered in the form of Foreign
Military Sales Credits IFMSCR) with in
terest rates at the cost of money to the
US Government. This change reflects
Congressional views that limited re-
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tially impacted the remaining recipients
of ESF. Figure IV shows the sharp decline
in the ESF "residual" available for all
other countries in real terms during the
period 1970 to 1981 Restoration of the
residual began in 1982 and continued in
the 1983-1984 requests The picture re
mains almost the same if 1975 is used as
the reference year to assure that Indo
china does not distort the picture

Since 1975, while ESF rose steadily

FIGURE III SHIFTS IN PERCENTAGE OF M1LiTARY ASSISTANCE
BY GEOGRAPHIC REGION

1970 1975 1980 1983
ESTIMATED

SOU RCE: Derived from data in Fiscal Year Series, Volume for September 1982, Defense
Security Assistance Agency
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points persist throughout the world They
are often Fueled by mounting economic
and financial difficulties and Fanned by
Soviet opportunism To meet their per
ceived security needs, countries continue
to purchase arms From all available
suurces While many prefer a security
r lationship with the United States for
both substantive and political reasons,
the terms of current military credits and
their growing debt works to our mutual
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sources were being diverted to less
productive uses and that cost-oF-money
loans would thus encourage developing
nations to reflect more careFully on the
real economic costs associated with their
deFense expenditures This expectation,
however, was not fulfilled

As this important shift from grants to
loans occurred, security improved in
such countries as Morocco, Thnisia, Thrkey
and Thailand. However. security flash-

FIGURE IV COMPOSITION OF US ECONOMIC COOPERATION 100

PROGRAMS FROM 1968-72 TO 1984

SOURCE Calnllated from woss obligatiofls delta in TABLE I
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detriment. This calls for a new rationale
for concessionality in military assi tance.

Since the early 1980s, institution build
ing, technology transfer and promoti n
of the private sector have been stre sed.
Emphasis has been focused particularly
on support for reform of dome tic pol
icies to promote overall economic
growth

As the last public commission to study
mutual assistance, the Peterson Commis
sion concluded in 1970 that some US
foreign policy objectives could be better
achieved through multilateral assistance
than through bilateral assistance It rec
ommended that the shift to greater
reliance on multilateral assistance con-

tinue. This was motivated by the belief
that US support of multilateral develop
ment institutions would be matched by
substantial additional amounts from
other countries and private markets, as

well as the view that many development
activities would be better achieved
through apolitical institutions. For the
most part, the MOBs have been suc
cessful in meeting these expectations
and their continued support is war
ranted. Bilateral assistance continued to
serve US political and security interests,
as well as economic and humanitarian
objectives But the close cooperation en
gendered by bilateral programs is espe
cially Important today in view of our
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FIGURE V U ITED STATES FOREIG COOPERATION PROGRAMS
FROM 1970 to 1984 IN CURRENT
AND CONSTANT 1982 DOLLARS

SOURCE:

NOTE
As ciled in TABLES I and II

Be/ween tl1" early I lI70s <And fUlly I lI80s, lotal Ullited Stales foreign assistance rose by about 50
percenl when measured in current dollars. Howeva wh,,11 measured irl rca/terms (constanl dollars)
tOldl dss/slance {ell some 25 r!enl'lIl Tile sharp decline in 1'i72- 7s madled tfw end o{ U S
involvement in Vlelndnl; tl'il' incrl'ase in 1')'lL! wac, the resull o{ the Camp David Peace ACGOn!
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national interests and increased political.
economic and military instability in the
Third World.

i Changes in Size, Distribution and
Terms of Cooperation Programs

U.S. cooperation programs have
changed significantly in size and
distribution over the past 20

years. In order to smooth out annual
variations and demonstrate the trends,
most data are shown by five-year aver-

ages (1968-1972,1973-1977, and
1978-1982) with estimates of 1983 and
1984 shown for purposes of comparison.

Foreign cooperation programs in
creased by about 50 percent in current
dollars, from an average of more than $7
billion in the 1968-1972 period to $11
billion in the 1978-1982 period. However,
when adjusted for inflation and ex
pressed in "constant 1982 dollars," the
level of real assistance has actually de
clined by 18 percent from an annual
average of $16.5 billion during the

TABLE I. U. S. FOREIGN COOPERATION 1968-72 1973-77 1978-82 1983 1984
PROGRAMS IN CURRENT Average Average Average Estimate Request
DOLLARS, MILLIONS Economic Assistance

p.L. 480 1,220 1,182 1,362 1,351 1,395

Economic Support Fund 548 1,154 2,254 2,977 2,999

Development Assistance 1,387 1,477 1,940 1,962 1,899

Contributions to MDBs 341 735 1,292 1,537 1,618

Contributions to International
Organizations and Programs· 153 192 302 249 240

Other· • 83 126 207 649 620

lbtal 3,732 4,866 7,357 8,725 8,771

Military Assistance

Concessional 3,078 2,206 904 1,604 1,808

Non-Concessional· *. 378 1,203 2,771 3,932 4,656

Total 3,456 3,409 3,675 5,536 6,464

Grand Total 7,188 8,275 11,032 14,261 15,235

SOURCE: 1968-82 inclusive, derived from annual data in U. S. Overseas Loans and Grants
(Washington: AID, various years).

1983 AID Presentation to Office of Management and Budget (Washington: AID, October.
1982).

1984 Congressional Presentation, Fiscal Year 1983 (Washington: AID, 1983).

NOTE: • Includes contributions to International Fund for Agricultural Devlopment (IFAD).
*. Includes, inter alia, Peace Corps, International Narcotics Control, Peacekeeping

Operations, refugee assistance programs, and the operating budget of the Agency
for International Development, trade and development programs, the Inter-America
Foundation, the Africa Development Foundation and the Miscellaneous Trust
Fund.

••• Loans at U. S. Treasury cost-of-money interest rates for purchase of military
equipment and services.
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1968-1972 period to $13.6 billion in 1983

(see tables I and II). As stated earlier, the

U.S. share of total official development
assistance provided by the world's major

donors fell from 37 percent in 1970 to 22
percent in 1982. This was accompanied

by a sharp decline in concessional mili
tary assistance, which was only partially

offset by cost-of-money loans.

Economic Assistance

If the Economic Support Fund is in
cluded, economic assistance has in-

creased as a percentage of total assist
ance from 52 percent in 1968-1972 to 61
percent in 1983. If ESF is counted as
"security assistance," economic assistance

has declined somewhat. from 44 percent
to 40 percent of total in the same time
period. Within economic assistance
(however defined), the United States
sharply increased the shares going to ,

multilateral development agencies and
the Economic Support Fund, with corre

sponding decreases in the Food for
Peace (PL. 480) and Development Assist-

TABLE II. U.S. FOREIGN COOPERATION 1968-72 1973-77 1978-82 1983 1984
PROGRAMS IN CONSTANT Average Average Average Estimate Request
1982 DOLLARS, MILLIONS Economic Assistance

PL. 480 2,817 2,043 1,601 1,312 1,262

Economic Support Fund 1,260 1.905 2,647 2,826 2,714
Development Assistance 3,201 2,515 2,291 1,868 1,719
Contributions to MOBs 806 1,271 1,534 1,464 1,465

Contributions to International
Organizations and Programs· 349 289 322 237 217

Other· • 189 190 220 619 561

Total 8,622 8,253 8,659 8,310 7,938

Military Assistance
Concessional 7,007 4,070 1,050 1,527 1,636

Non-Concessional·· • 850 2,011 3,273 3,745 4,214

Total 7,857 6,081 4,323 5,272 5,850

Grand Total· • • • 16,479 14,334 12,982 13,582 13,788

SOURCE: 1968-82 inclusive, derived from annual data in U. S. Overseas Loans and
Grants (Washington: AID, various years).

1983 AID Presentation to Office of Management and Budget (Washington:
AID, October. 1982).

1984 Congressional Presentation, Fiscal Year 1984 (Washington: AID, 1983).

NOTE: ·'ncludes contribution to International Fund for Agricultural Devlopment (/FAD).
•• Includes, inter alia, Peace Corps, International Narcotics Control. Peacekeeping

Operations, refugee assistance programs, and the operating budget of the Agency
for International Development, trade and development programs, the Inter-America
Foundation, the Africa Development Foundation and the Miscellaneous Trust
Fund .

••• Loans at U. S. Treasury cost-of-money interest rates for purchase of military
equipment and services.

•• ••All components deflated by U. S. GNP deflator by fiscal year provided by Office of
Management and Budget (OMS).
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FIGURE VI ECONOMIC AND MILITARY
ASSISTANCE AS A
PERCENTAGE OF TOTAL
ASSISTANCE USING
VARIOUS DEFINITIONS

United States may require economic sup
port for countries in amounts which
could not be justified solely under (de
velopment assistance criteria)." The Act
prohibits use of ESF or other economic
assistance for military, paramilitary or po
lice training purposes The Development
Assistance Committee includes ESF
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Economic assistance calculations used
in this report include the Economic Sup
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FIGURE VI. ECONOMIC AND MILITARY
ASSISTANCE AS A
PERCENTAGE OF TOTAL
ASSISTANCE USING
VARIOUS DEFINITIONS
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within economic assistance. Thus, al
though the justification for ESF may
include political and security, as well as
economic factors, ESF meets economic
needs (Some observers are reluctant to
consider part or all of ESF as economic
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rates at which the US Treasury borrows
money These rates have ranged from an
average of 8 percent in 1979 to 125
percent in 1982 Some observers are re
luctant to include these loans as military
assistance because the interest rates and
repayment terms are not concessional,
unlike economic assistance loans that
have a high grant element Figure VII
shows the dramatic change in conces
sionality of military assistance between
the 1968-1972 period, when 90 percent
was concessional. and 1978-1982 when
less than 25 percent was concessional
Figure VI demonstrates the dramatic dif
ferences that can result from different
ways of defining ESF and FMSCR

u.s. Programs Compared with
Those of Other Countries

O
ver the years other countries
have assu med a greater share of
Official Development Assistance

(ODA) to developing countries. The
United States portion of total net world
ODA decreased from 37 percent in 1970,
to approximately 22 p rcent in 1982

There are important differences be
tween other economic assistance
programs and that of the United States.
First. some put considerably greater
stress on promoting their commercial
objectives through programs that com
bine low-interest official development

FIGURE VII TRENDS IN GRANT AND
NON-CONCESSIONAL
LOAN COMPONENTS OF 10

MILITARY ASSISTANCE
(IN CONSTANT 9

1982 DOLLARS)

GROSS OBLIGATIONS BY FISCAL YEAR
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credits with higher interest commercial
or Export-Import Bank credits. France
has had a large program of mixed credits
for some time Such countries as the
United Kingdom, Japan, the Federal Re
public of Germany and Canada, to name
a few, have considerably increased their
mixed-credits programs as well. Many
countries. as well as the European Eco
nomic Community (EECl. also finance

industrial projects and the development
of raw materials that support their do
mestic industrial interests United States
assistance procurement policies insure
that most foreign assistance funds are
spent for US goods and services, but
they are not designed to support specific
industries.

U.S. commercial interests ar suffering
significant losses as a result of this im-

FIGURE VII/a. ECONOMIC SUPPORT FUND
ASSISTANCE (1970-1984)

ERRATUM
Figure VlIla is in error. Column one
(1970) should be dark orange to
indicate ALL OTHER countries
received 100 percent ESF in 1970.
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portant difference. Diplomatic efforts
over the past seven years to negotiate an
agreement in the OECD to eliminate, or
at least limit, these practices have been
unsuccessful. There is little prospect that
restraint can be negotiated unless the
United States adopts a similar program,
which would be a reversal of our long
standing policy of opposing export
subsidies and supporting free trade

The Commission considered at length
whether the ti me has come to take such
a move in defense of US commercial
interests and whether such a program, if
properly structured, would also signifi
cantly increase the [Jow of development
resources to countries. We could not
reach a conclusion on these questions.
We agreed that our efforts to negotiate
restraint should continue, but also recog-
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nized that if they continue to be
unsuccessful, a US program of mixed
credits is inevitable.

There are also considerable variances
among donors in the ratio of assistance
to administrative costs Several factors
may account for these differences. A
country's permanent support staff may
be relatively small compared to that of
other countries. Many monitor activities
randomly and selectively, whereas a full
accounting for all foreign assistance ex
penditures, as is conducted by the
United States, is a more costly approach.

Another major difference among coun
try programs is a varying mix of projects
that are specific and detailed and di
rected to particular beneficiaries, and
other forms of assistance of a more
general nature. The latter are, of course,
less expensive to administer Swedish as
sistance. for example, is largely program-

oriented and falls into the latter category.
while US development assistance, as
distinct from ESF, is largely in the form of
projects.

In general. differences in the costs
may reflect substantive variances in the
way assistance is given For instance, the
United States is virtually alone among
bilateral donors in selecting project/pro
gram interventions that are developed by
resident staff members who are capable
of analyzing the economic. financial.
technical and administrative feasibility of
projects and closely monitoring progress
once they are underway.

While our mutual assistance programs
reflect our global responsibilities, those
of other Western countries tend to reflect
former colonial relationships and re
gional interests. In the Islamic World, oil
producing countries are providing sub
stantial financial assistance - primarily

FIGURE IX UNITED STATES OFFICIAL 50

DEVELOPMENT ASSISTANCE
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TOTAL FROM 1970 to 1982

40

-'g 35

f--
"-
0 "30
f--
Z
W
U

"" 25w
tl.

20

I';

1970 1971 1972 197"3 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983

BASED ON NET DISBURSEMENTS FOR CALENDAR YEARS

SOU RCE: The Development Assistance Committee Aid Review (78) 4. September 28. 1978 for
U. S. ODA volumes, 1970-77 and remaining data from Development Cooperation Review
for 1982 and 1983 (OECD Paris)

NOTE: Fluctuations in U S share registered after 1978 renee! timing of recording by DAC of U. S
contributions to multilateral agencies.

THE EVOLUTION OF US MUTUAL ASSISTANCE PROGRAMS 25



---------+-(i-+--)-----

to other Islamic countries - for develop
ment, religious. cultural and defense
purposes.

U.S. contributions to multilateral de
velopment agencies rose from 4 percent
of total economic assistance in 1956 to
more than 9 percent in 1960. Subsequent
contributions to multJIateral develop
ment agencies (as a proportion of U.S.
economic assistance) increased from less
than 10 percent in 1968-72 to nearly 18
percent during the period 1978-82 -the
percentage almost doubled. In 1970. the
Peterson Commission approved this
trend and recommended increasing the
lending authority of the multilateral de
velopment banks.

A primary motivating factor behind
U.S. sponsorship of the International De
velopment Association (IDA) was a desire
to share the responsibility more widely.
While multilateral assistance by all do
nors increased substantially in the 1970s.
the u.s. share in IDA has steadily de
clined from 42 percent, when it began in
1960. to a currently proposed 25 percent.

The Soviet Union for its part funnels
large amounts of economic aid into Viet
nam and Cuba, even though in 1982 it
provided little or no hard currency sup
port to other nations. Grant economic
aid is rarely given and the USSR relies
heavily on project assistance involving
equipment and services. The tendency is
to fund single activities instead of long
term development programs. Total Soviet
Bloc economic aid in 1982 is estimated
at more than 84 billion. Fellowships for
study in the Soviet Union are widely
available and over the last several dec
ades have attracted significant numbers
of individuals from the Third World.

While the military assistance efforts of
the Soviet Union generally reflect a
greater concern for the commercial and
political self-interest of the supplier.

26

rather than the security of the recipient.
the United States requires assistance re
cipients to purchase adequate training,
spare parts and support equipment. In
fact, less than 40 percent of all U.S.
foreign military sales were weapons and
ammunition compared to 75 percent of
all Soviet arms transfers. Soviet military
assistance is also accompanied by very
large numbers of technical and advisory
support. directed to extending Soviet in-
fluence in the host country. -

Soviet assistance to developing coun
tries continues to be a major outlet for
outdated Soviet military equipment,
much of which is either in the form of
grants or sold on highly concessional
terms. However. the sale of new Soviet
defense equipment is also a major
source of foreign exchange earnings. and
Soviet production schedules are. at
times, specifically directed to the export
market. Due to the availability of Soviet
defense equipment. it can usually be
delivered on very short notice.

Although American weapons are gen
erally considered to be the most desir
able - in terms of technology, capability.
reliability and overall support - other
arms suppliers (especially the Soviet
Union) offer greater flexibility in financ
ing and delivery schedules. Specific
terms of foreign military assistance vary
from case to case depending upon the
supplier and the recipient. For the past
two years. Soviet arms have typically
been sold on concessional terms of 2 to
3 percent interest, payable over a ten
year period. whereas most U.S. arms ex
ports are purchased with cash from the
buyer's own resources. Only around one
fourth of all U.S. foreign military sales in
FY 1982 were financed with government
credits or grants. Of that amount, FMS
loans were offered at the cost of money
to the U.S. Government (averaging 12.5

percent interest in 1982) with typical r~

payment periods of approximately nine
years.

Many Western European countries
also consider arms to be a major export
and offer competitive interest rates that
vary according to the market or other
considerations. Spare parts and co-pro
duction agreements are carefully regulat
ed to provide maximum political
advantage.

Changes in Government
Organization and Processes

Following World War II and through
the 1950s. mutual assistance pro
grams were characterized by con

tinued debates on the purposes and the
management of U.S. efforts - particu
larly whether responsibilities for ecoomic
and military programs should be united
or separated. Emphasis on the unitary
nature of the program was translated
into organizational terms by the estab
lishment of a single organization - the
Mutual Security Agency from 1951 to
1953, responsible for both economic and
security programs. Later. recognition of
the differing rationales was stressed. re
sulting in the establishment of the
Foreign Operations Administration (1953
to 1955) which was responsible for eco
nomic assistance programs only; al
though the administrator maintained a
larger coordinating function. The final
step in the separation of economic and
military assistance programs took place
in 1961. with the establishment of the
Agency for International Development by
Executive Order of the President.

Since 1961 there have been no funda
mental changes in the organization of
mutual assistance programs. Not only
have economic programs been separated
from military programs. but with the
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greater emphasis on multilateral as~

sistance and the dramatic increase in the
activity of development banks, economic
programs have themselves bifurcated.
The Peterson Commission in 1970 rein~

forced the separation' of responsibilities.
In an effort to improve coordination
among economic assistance programs,
Congress mandated the establishment of
the International Development Coopera~

tion Administration in 1979. Although
IDCA has not accomplished its intended
objectives, its shell still exists today. Co~

ordination of the assistance programs,
particularly in budgetary matters, is con~

ducted by the Under Secretary of State
for Security Assistance, Science and Tech~

nology through informal consensus.
Though organizational changes since

1961 have been few, there has been a
significant shift in public opinion and
Congressional attitudes toward programs
of economic and security assistance. Un
til the mid~1960s, these programs were
generally viewed as an effective means to
protect and advance U.S. interests over~

seas. And, although there was always a
strong undercurrent of skepticism, the
executive and legislative branches shared
sufficient understanding of the impor~

tance of the programs to provide ade~

quate Congressional support to pass the
necessary authorization and appropria~

tion bills.
This consensus, while always tenuous,

has eroded further in recent years. Many
factors account for the decline in sup~

port: the perception that relative U.S.
influence in the Third World has dimin~

ished; the persistence of seemingly
intractable economic, political and social
problems in many countries; and a
sharpening of the differences between
supporters of economic and those of
military assistance. Despite growing in~

stabilities in the Third World, which the

Soviet Bloc seeks to exploit, no con~

sensus has been achieved on the best
means of approaching these problems.

Philosophical differences concerning
the relative merits of economic and mili~

tary assistance have not been reconciled
in Congress; private groups who have
traditionally supported the program are
also caught in an unproductive debate
on military versus economic assistance;
and the public shows a marked indif~

ference. The net result is declining - or,
at best. passive - pubIic and Congres~

sional support which allows vocal. single~

interest constituent groups to influence
disproportionately the mutual assistance
program.

The Congressional debate on eco~

nomic and security assistance provides a
natural outlet for the open expression of
diverse views on foreign policy. Some
members of Congress wish to give
greater priority to domestic problems;
some are disenchanted with the results
of bilateral or multilateral assistance. Dif~

ferent goals and priorities are assigned to
the various assistance programs based
on perceived interests and philosophical
beliefs. The authorization and appropria~

tion bills may become hostage to the
political pressures present at the time of
legislative consideration. Seven Congres~

sional committees and many subcom~

mittees consider the President's mutual
cooperation proposals. Hearings are
held, policy is debated and changes are
made in the proposed legislation in sub~

committees and in full committee.
House and Senate floor action follows,
usually with more amendments. Ensuing
debates and policy decisions take place
in joint House~Senateconferences. Con
ference committee reports are then taken
back to the House and Senate floors for
final action. A majority in support of the
legislation must exist for a final bill to

reach the President's desk.
Unfortunately; this process of negotia~

tions, compromise and the development
of coalition politics at every stage has
not developed as fully for international
issues as it has for domestic issues.
Because of this Congress has been able
to pass both an authorization and an
appropriation bill only once in the past
five years.

As differences over policy judgments
have become more marked, this failure
has made it necessary to resort time and
again to emergency funding for these
vital programs. While the leaders of all
administrations and Congresses have
wished the programs to continue, the
failure to pass authorization and appro~

priation bills leaves inadequate resources
to resolve important policy issues. The
inability to build a Congressional coali~

tion poses immediate and long-range
problems of resource allocation and for~

eign policy formulation. The cumulative
effect over the longer run is to diminish
confidence in the reliability of U.S. com~
mitments and result in perhaps even
more costly challenges to U.S. interests.
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The Commission members consid~

ered at length the complex issue of
program effectiveness. It reviewed

summaries of the evidence prepared by
the Commission staff. heard presenta~

tions on the issues at public hearings.
and examined independent studies as
well as reports submitted by a range of
interest groups. Studies of the effec~

tiveness of individual programs and a
limited number of reports that encom
passed all economic and military
assistance programs at the country or
regional level were also revi~wed.

All U.S. foreign cooperation programs
serve multiple objectives that collectively
serve the national interest. However.
most assessments of the effectiveness of
foreign cooperation programs have had a
narrow focus. Such evaluations usually
concentrate on technical and readily
measurable considerations. ignoring
other important benefits and interac~

tions. and thus often missing much of a
program's overall impact. These limited
assessments have often yielded mislead~

ing or partial conclusions. particularly
since they focus on a single program
rather than on all foreign assistance
provided to a country.

Moreover, since the weighting of vari~
ous objectives is necessarily subjective.
differences in values among informed
observers will generate different con~
clusions. The time lag between the
completion of an activity and the time
that its full impact can be fairly evaluated
is also an assessment problem. Finally;
the success of military, economic and
political programs is often embodied in
non~events which. since these efforts
were preventive, are exceedingly difficult
to evaluate but do represent important
accomplishments.

General Conclusions
The objective of U.S. foreign policy is the
preservation of our nation, its democratic
institutions and political and human
itarian values in a peaceful world
environment that is conducive to the
improvement of human well-being. The
broad objective of foreign cooperation
policy is to help create that environment
in the context of an interdependent
global economy. On balance, it is the
judgment of the Commission that U.S.
assistance programs make an indispen~

sable contribution to achieving national
objectives.

U.S. assistance under the Marshall
Plan enabled Europe to rebuild and al
tered the political course of the world.
Few believe that Taiwan or Korea could
have survived and prospered without our
interrelated military and economic coop~

eration. Clearly; without our assistance a
number of friendly countries would find
themselves in serious jeopardy. Many
other countries would be more easily
intimidated by hostile elements. Further
more. the humanitarian contributions of
our cooperation programs are considera
ble.

There is a widespread but erroneous
belief that once countries begin to re
ceive economic assistance, these pro~

grams continue indefinitely. The countries
of Western Europe have not only "gradu~

ated" but are major contributors to Third
World development and have become
strong NATO allies. Many Latin American
countries have also progressed to mid
dle~income status. become major U.S.
trading partners and are themselves be
ginning to provide technical assistance to
less-developed countries. More recently;
Korea and Taiwan have joined the list of
graduate countries with Korea becoming
a donor country itself.

In general. mutual assistance pro-
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grams have served our national interests
well. Politically, they have created assets
to which the United States can point as
tangible evidence of solidarity with recip
ient developing countries. They express
our humanitarian interest and help al
leviate poverty by promoting self
sustaining growth. They have promoted
our exports through purchases of u.S.
products. They have assisted our security
objectives by strengthening defense ca
pabilities and by raising income to levels
that enable developing countries to
provide for their own security needs and
defend themselves against external
threats. These programs helped to fore
stall problems of internal security arising
from economic deprivation, while build
ing the foundation for a strong, collective
security framework.

Less tangibly, but no less important,
our programs embody our own economic
orientation and political philosophy.
Mutual assistance programs seek to en
courage and support the evolution of
democratic institutions and practices.
They promote sound macroeconomic
policies, foster the role of private market
forces in stimulating development, facili
tate indigenous private sector develop
ment and promote a more open and
enlightened attitude toward U.S. direct
investment. The increase in emphasis on
institution building, technology transfer.
economic policy dialogue and the role of
private sector investment reflects a note
worthy concern for cost efficiency and
effectiveness.

Despite the broad endorsement of the
overall impact of u.s. assistance, it is far
less clear that specific programs have
been consistently effective with regard to
anyone objective. Some argue that in
creases in economic cooperation trigger
a concomitant reduction in the domestic
savings of recipient countries. Others

PROGRAM EFFECTIVENESS

point out that official cooperation pro
grams, particularly those of the multi
lateral development banks, seem to pos
sess a bias in favor of the public sector
that ultimately tends to be counter-de
velopmental. Still others claim that
military assistance is sometimes used to
suppress popular will or detract from
development goals. All parties are realiz
ing increasingly that in the absence of an
effective security framework and a sound
macroeconomic policy environment, eco
nomic cooperation has substantially
reduced potential for positive long-term
developmental impact.

The Commission concludes that all of
the instruments of foreign cooperation
can be valuable economic, military and
political tools. However. they must be
combined in sound, well-managed and
integrated programs, with consistent, co
herent policy goals, or all interests may
suffer.

The Programs and
Their Objectives

Development Assistance-Bilateral.
These accounts are used primarily to
fund projects designed to support growth
and alleviate the causes of poverty. Agri
cultural development, nutrition, health,
population, education and alternative en
ergy development are the primary
program priorities.

New technology packages that raise
agricultural output have been developed
and disseminated; irrigation, and flood
control and other watershed manage
ment facilities have been constructed;
agricultural extension personnel have
been trained; and extension and research
institutions have been developed. Under
Title XII of the FAA enacted in 1976, land
and sea-grant colleges and universities
have been mobilized to strengthen the
institutional capacity and human re-

source skills in agriculturally developing
countries. Under this program, grants to
talling some $300 million have been
given to U.S. institutions to take part in
development projects, agricultural re
search, and the establishment of
extension campuses abroad.

With our assistance, broader educa
tional systems have been developed in
Korea, Brazil, Colombia and Thailand.
Under our training programs, people
from a wide range of less developed
countries are being trained in the United
States in both academic and technical
areas.

Much needed hospitals have been
buHt and supported with training pro
grams for health personnel. Science and
technology-based assistance in health
have made major contributions. Small
pox has been eliminated. Anti-malaria
vaccine research programs have been
funded. We have also contributed signifi
cantly to international research that has
resulted in the development of simple,
inexpensive and effective methods for
redUcing death rates from diarrheal dis
eases through oral rehydration therapy
Primary health care, family planning pro
grams and programs that affect the role
of women in development are low in
cost, but have substantial impact.

The application of recently developed
biotechnology techniques to fast-groWing
trees and substitutes for petroleum
based fertilizer promise new advances of
major portent.

In cooperation with the American La
bor movement, free trade unions have
been founded and funds have supported
regional labor institutes in Asia, Nrica
and Latin America.

AID's private enterprise development
program supports the development of
the indigenous private sector in develop
ing countries through such means as
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training, the financing of feasibility stud~

ies and provision of seed capital.
AID has shown great flexibility and

willingness to maintain the well estab~

Iished u.s. lead in development policy.
AID leadership has sensitized the world
donor community to the need for policy
reform, private sector development and
donor coordination. Similarly, AID has
consistantly been in the forefront of in~

novation and change in science and
technology.

By way of contrast, development as~

sistance projects have often been difficult
to design and implement because of
limited administrative capacity in many
recipient countries, the fact that there is
often a plethora of projects financed by
other donors, the lack of local budgets to
continue operation of projects and Con~

gressional and administrative restrictions.
Despite efforts to streamline, these im~

pediments in the recipient country, as
well as our own legislative and admin~

istrative so~called "barnacles" (a project
must meet over 75 statutory require~

ments before it can be approved), have
caused AID project development to be
unduly cautious.

Development Assistance~Multilateral.

U.S. participation in the multilateral in~

stitutions enhances cooperation and
contributes to Western unity. U.S. eco~
nomic and security interests are also
served to the extent that they facilitate
the evolution of open and self~sustaining

societies. Morever, U.S. assistance chan~

neled through multilateral development
banks (MOBs) results in a multiplication
of resources being devoted to develop~

ment, both from other donors and pri~

vate capital markets. These banks play an
important intermediary role in introduc~

ing developing countries to fuller reliance
on private capital.
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Yet others argue that U.S. funds are
occasionally used in ways that are con~

trary to U.S. interests, that the activities
of the MOBs are too heavily concentrated
in the public sector and that our share of
exports generated by MOB loans is not
proportional to our participation.

Although they are not the only multi~

lateral development agencies, the MOBs,
and particularly the World Bank, have a
special advantage in that they are able to
undertake large infrastructure projects
that are beyond the capacity of any bilat~

eral donor. Their ability to borrow on
international money markets further en~

hances this capacity. The International
Finance Corporation (IFC), a World Bank
affiliate, is devoted exclusively to the
development of the private sector.

The U.S. has been a leader in its
support of the MOBs. Since 1970 we have
more than doubled the percentage of
economic assistance resources devoted
to them, with a concomitant reduction in
funds available for bilateral activities.
This support has facilitated their devel~

opment and influence, and has enabled
them to play an important role in foster~

ing global economic growth. Although
they are of varying quality. multilateral
development banks have generally
proven to be efficient vehicles for the
provision of assistance outside of the
bilateral political context. Some recip~

ients believe that economic advice from
MOBs is more objective than that pro~

vided bilaterally. Other observers point
out that lacking specific bilateral foreign
policy interests, the MOBs are better able
to take the lead position on reform in
behalf of the donor community at large.

In addition to the MOBs, the other
major area of multilateral assistance is
the United Nations Development Pro~

gram [UNOP). The Commission did not

have the mandate or the resources to
undertake an evaluation of the various
UNOP programs. We noted that the last
independent evaluation of the programs
was conducted in 1969.

Foreign Military Sales Credits Pro~

gram (FMSCR) and Military Assist~

ance Program Grants (MAP). The pri~

mary purpose of these programs is to
provide grant and loan assistance to en~

hance the security of friendly countries
by providing them with financial assist~

ance for military equipment and support.
Assistance is also provided to countries
where we have military bases and joint
defense relationships. These programs
contribute directly to U.S. security and
often provide considerable political influ~

ence. In general. these programs provide
tangible and visible evidence of a rela~

tionship with the United States. They
also provide a context for wide~ranging

cooperation between the United States
and the recipient.

These programs have been an effective
means of providing financial assistance
to help meet the security needs of
friendly countries. Recipients respect our
military capability and professionalism,
and are generally satisfied with American
defense products and the overall effi
ciency of the security assistance program
as an important element in our bilateral
relationships with them.

The effectiveness of military assistance
is difficult to assess. In a technical sense
evaluations are hampered because many
countries do not plan or maintain rec~

ords to the extent that U.S. armed forces
do. Moreover, governments are reluctant
to share with outsiders data that affect
their national security interests.

Paradoxically; success is largely meas~

ured by what does not happen - the
attack or insurrection that did not occur,
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or did not succeed. U.S. military as
sistance accounts for only one of several
factors that contribute to the successful
resolution of conflict and can, in the eyes
of different observers, receive all or none
of the credit for an outcome. It is usually
only a small percentage of a country's
total effort and therefore contributes in
ways that are difficult to define with
precision. In this regard it does not differ
from economic assistance. Moreover, it is
often impossible to judge the amount
and form of assistance that will provide
the "insurance" necessary to stop a
threat. This can lead to debates that are
of their nature inconclusive.

Separate from the dollar amount of
military assistance a country might re
ceive is the matter of the mix of weapons
proVided. Whether those requested are
appropriate to the threat. dangerous to
peaceful neighbors, or too sophisticated
for intended purposes are issues that
must be continually examined. In many
instances, the U.S. has limited influence
in persuading other governments to ac
cept U.S. views in the selection of
weapon systems. This is due, in part, to
the fact that most countries can and do
purchase arms using their own resources.
As was the experience in the late 1970s,
when the United States limits sales of
advanced weaponry, buyers go elsewhere.

Another constraint on our influence is
that under FMS credits, U.S. military as
sistance takes the form of relatively high
interest loans. Grant assistance under
MAP constitutes only a small portion of
the program. A further limitation is that
foreign policy and diplomatic considera
tions often weigh as heavily as cost
effectiveness analyses in determining
which weapon systems will be sold.

Congress is notified in advance of
every major weapons sale. The annual

PROGRAM EFFECTIVENESS

military assistance budget request is
submitted to Congress for authorization
and appropriation. FMSCR and MAP ac
count for about one quarter of U.S.
foreign military sales; the rest are cash
sales, many to our NATO allies, ANZUS
and Japan. Because weapons systems
requests receive such intensive and re
peated scrutiny within the Executive
Branch and the Congress, foreign offi
cials frequently complain that the U.S.
review system of weapon sales is too
long.

Finally, there is a dilemma posed by
the possibility that the assistance sup
plied will be used to suppress demo
cratic forces. These risks must be
weighed against the other political and
security factors, giving full weight to long
as well as short-term considerations, U.S
decision-makers must carefully consider
whether they have a greater moderating
influence by providing or withholding se
curity assistance.

International Military Education and
Training ((MET). This program raises
professional military competence by
training foreign military students in
American methods as well as the opera
tion and maintenance of U.S. equipment.
Aside from increasing the efficiency of
friendly forces, training in U.S. practices
and weapons fosters complementarity
and cooperation in the event that the
two forces become jointly engaged.

IMET also has an important political
impact in that it establishes and pro
motes personal contacts and relation
ships. This is especially significant in
countries where the armed forces have a
political role in the government. In 1980
there were 25 chiefs of state; 160 cabinet
ministers, legislators and ambassadors;
258 chiefs of staff; and 1,834 generals or
flag rank officers who were all trained in

U.S. senior military schools.

p.L. 480. This program provides U.S. agri
cultural commodities to countries in the
form of grants to support the nutritional
feeding, developmental and relief efforts
of governments; The World Food Pro
gram and private voluntary organizations;
and long-term concessional sales agree
ments with recipient countries. There is
also a small program, constituting about
15 percent of the concessional sales
agreements, which waives dollar repay
ment for local currency investments in
mutually agreeable agricultural projects
and for policy reform. The programs not
only provide sustenance and contribute
directly to the alleviation of hunger. but
also assist U.S. agriculture through the
development of new commercial markets
for U.S. agricultural exports. PL. 480 has
also served as an effective means for
managing the U.S. commodity supply sit
uation by proViding for the distribution of
agricultural surpluses.

In providing food assistance, care must
be taken to ensure that it will not adver
sely affect farm prices in recipient
countries. Local currencies generated
from the sale of PL. 480 commodities by
governments and non-governmental or
ganizations must be used effectively to
promote development and reduce the
need for concessional food imports. In
recent years, these programs have been
used increasingly to support agricultural
policy reform.

From the recipient country's point of
vie'JJ, PL. 480 is highly desirable because
it is an extremely flexible form of bal
ance-of-payments and budget support.
By contributing to economic stability, it
helps to create an economic climate in
which development can flourish and a
defense capacity can be maintained. This,
in turn, contributes to domestic security.
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The PL. 480 program has a powerful
political impact. By feeding the needy, the
program is a clear demonstration of U.S.
compassion and willingness to help. By
its sheer volume and persistence over
time, it provides highly visible and indis~

putable evidence of the productivity of a
free society. While still a large portion of
our overall economic programs, PL. 480
assistance declined from an average of
52,817 million in 1968~72 to 51.312 million
in 1983 (in constant 1982 dollars).

Economic Support Fund (ESF). ESF is
the most flexible form of U.S. assistance.
It is unencumbered by most of the
guidelines on other assistance accounts
in terms of the countries that may re~

ceive the funds or the form in which they
are to be made available. Justification for
ESF can be political. strategic, economic
- or any combination of these. ESF may
take the form of a highly concessional
loan or cash grant, Commodity Import
Program (CIP) or development project.
But ESF may not be used to fund de~

fense programs. While some have viewed
ESF as "non~developmental." ESF advo~

cates strongly dispute the charge. There
are also concerns that ESF flexibility may
cause these funds to become a common
tool for crisis management situations at
the expense of addressing the greater
underlying problems.

ESF has been successful in meeting
important U.S. foreign policy objectives.
It has been essential to meeting our
long~term interests in promoting peace
in the Middle East. ESF has also pro~

vided quickly disbursing forms of
assistance to meet difficult, immediate
budget and balance~of~payments situa~

tions, while longer term policy adjust~

ments are made. It can serve as an
incentive and support difficult corrective
policy adjustments by recipient
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governments.
ESF has also been used to fund pro~

jects and programs in which develop~

ment impact is more comprehensive.
The efforts range from capital invest~

ments in water and sewer projects and
electricity generation, to education and
training programs designed to build in~

stitutional capacity and increase tech~

nical expertise in a variety of disci~

plines - including policy management.
The use of ESF funds for Commodity

Import Programs enables a country to
purchase industrial and agricultural
equipment, spare parts and raw mate~

rials; it thus contributes substantially to
economic development while creating or
sustaining markets for U.S. goods. Be~

cause ESF provides a stabilizing force for
a host government's economy, it facili~

tates investment and trade, thus con
tributing further to development. Be~

cause it can be used in a highly discre
tionary manner, it is a versatile instru
ment for meeting political objectives. To
the extent that ESF funds prevent se
curity problems arising from economic
unrest. they contribute significantly to
the security of the recipient country. How~
ever, because these funds have little
public visibility, most people in recipient
countries may be unaware of the extent
of U.S. support.

Peace Corps. The Peace Corps contrib~

utes to the U.S. development coopera~
tion effort by promoting small~scale local
economic development and self~sustain~

ing productive capacities. It also encour~

ages the development of income-gener~
ating marketing institutions. Few U.S.
programs of any type enjoy as favorable
a reputation both at home and abroad as
the Peace Corps program. Its non-politi
cal people~to-people character. its role in
technology transfer and institution build~

ing and its favorable reputation for the
U.S. presence all speak for its success.
Although operating on a budget reduced
in real dollars by nearly one-half from
that of the mid~1960s, Peace Corps activi~

ties supplement other U.S. assistance
programs in a cost-effective manner.
These programs help to promote positive
attitudes toward Americans and the
democratic system. Moreover, the grow~

ing ranks of more than 100,000 returned
Peace Corps volunteers have a significant
impact on Americans' awareness of the
developing world. A large number con~
tinue careers in international develop~
ment work in government and the private
sector. The International Executive Serv~

ice Corps is a similar program supporting
the private sector. It sends U.S. execu
tives, usually retired, abroad on short
term business~related advisory assign~

ments to provide technical expertise.
IESC is a highly effective low~cost pro~

gram that shares many of the positive
attributes of the Peace Corps.

The Trade and Development Program
(TOP). This program facilitates expanded
U.S. business opportunities and par
ticipation in the development process
through financing project design and
planning services. These activities often
lead to additional U.S. exports and con~

tracts for U.S. firms. This program has
been very well received by the U.S. busi~

ness community.

Peace Keeping Operations (PKO).
These funds support U.S. participation
with Multinational Force Observers in
the Sinai and the U.N. Forces in Cyprus.

Disaster Assistance. This account, ad~

ministered by AID, allows the U.S. Gov~
ernment to respond rapidly to disasters
abroad with funds, technical assistance
and relief supplies. Unique among our
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assistance programs, it commands nearly
universal support and is generally highly
visible to individual recipients.

Summary

The Commission believes that the com

plementarity of economic and military
assistance should be emphasized. Se
curity from internal and external threat is
essential for the evolution of democratic
institutions and economic development.
Similarly, economic development pro
vides the basis for meeting and
forestalling threats to security.

It is evident from the foregoing that
none of our assistance programs can be
assessed by looking at a single dimen
sion or objective. As the matrix (table III)
indicates, all have multiple impacts.
These programs should be examined·
within our foreign policy framework, and
in terms of their overall impact. In the
final analysis, the direct impact of eco
nomic and security assistance is limited.
The political impact can be diminished
by the fact that frequently the public in
recipient countries is not aware of our
programs. Efforts should be made to
ensure that our assistance is identified
with the United States wherever possible.

Many factors beyond the reach of our
programs influence the ultimate success
or failure of a given country's economic
or political development. Program as
sessment must be tempered by that
awareness.

Because of the range of countries, the
criteria and the judgments involved in
allocating and evaluating cooperation,
the effectiveness of economic and mili
tary cooperation will remain a contro
versial subject. While some efforts have
not been very successful, over the past
36 years most recipient countries have
benefited substantially. Democratic val
ues and institutions have been strength-
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ened throughout the world. The Commis
sion concludes that both military and
economic assistance have been mutually
supportive and effective in pursuing U.S.
interests.
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U.S. Political Interests in World
Order; The Role and Limitations
of Mutual Assistance Programs

As a leader of the free world, the
United States must continually
address a broad spectrum of is~

sues associated with the world order.
Whereas most countries can focus their
strategic and diplomatic efforts on the
relatively few areas where they have a
strong strategic or historical national in~

terest, the United States cannot. The U.S.
leadership role requires that it take an
active interest in the support of the
institutions of the world order per se. As
distinguished from most other powers,
the impact of U.S. action is global.

The dollar is still the primary reserve
currency and the United States is the
world's leading trading country. We thus
bear special obligations to develop and
support agreements and practices that
will promote the global system of finance
and trade. We must also support our
allies. meet the imperatives of maintain~
ing a global defense network and fufill
the specific requirements of our various
treaty obligations. These commitments
must be met while supporting the con~

tinual. peaceful evolution of free, open
and self~sufficient societies that are con~

genial to the United States and its allies.
Cooperative programs can strengthen

friendly elements within a government or
society and win support for pro~Western

domestic and foreign policies. They con~

tribute to meeting the overall objectives
of the United States. They must serve
these ends despite declining available
real resources, both absolute and
relative.

The increasing role of other donor
countries and agencies, while represent~

ing a triumph of U.S. foreign policy, has
necessarily been accompanied by the de~

clining relative importance of the United
States as a donor country in the 1970s
and 1980s. This is further compounded
by increased Soviet activity, directly or
through surrogates in Third World coun~

tries, and, in the case of arms, the
growing number of alternative suppliers.

On occasion we will find ourselves in
conflict with friends and allies as they
understandably pursue their own per~

ceived se1f~interest. At times they will
have to be patient with us as well. In the
final analysis, judgments of success or
failure will have to be exercised in the
context of a complex network of some~
times competing and conflicting
interests.

Nevertheless, a judicious use of for~

eign assistance tools can optimize U.S.
influence and contribute importantly to
the success of American foreign policy.
That contribution will be enhanced to the
extent we are able to ensure that our
programs are clearly identifiable by recip~

ients as U.S. programs. Effective
assistance programs result in mutual
benefits derived by both donor and re~

cipient. Indeed, the best programs are
those which diminish the distinction.

Global Economic Conditions

The world economy has experienced
some dramatic changes in recent
years. In an unparalleled period of

growth from 1955 to the mid~1970s, world
production tripled. Rapid economic
growth took place in most parts of the
world at rates exceeding all predictions
and past performance. As a result, the
U.S. share of the world GNP fell from 40
percent in 1955 to less than 25 percent in
1980.

Instead of a homogeneous "Third
World" or a large group of countries
broadly described as "less~developed,"

we now use more varied classifications.
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According to the World Bank Annual De~

velopment Report of 1983, low~income
countries are those having a per capita
income of 5400 or less (in 1981), "lower
middle~income" are those with a per
capita income of between 5400 and
51700; and "upper middle~income" are
those with per capita income above
51700. The latter group includes the
"newly industrialized countries" (e.g., Bra
zil, Greece, Hong Kong, the Republic of
Korea, Mexico, Portugal. Taiwan, Singa
pore, and Yugoslavia) that have recently
gained prominence as exporters of man
ufactured products.

Indicative of these new differentiations
are regional growth patterns. Between
1960 and 1980, the GNP in Latin America
(including the Caribbean) grew rapidly by
some 5.8 percent annually, while East
Asia's GNP grew by 8 percent during the
same period. Some of these countries
have become substantial markets for and
competitors with the developed
countries.

The world economy has become in
creasingly interdependent. The impor~

tance of trade to the U.S. economy has
increased substantially. U.S. exports as a
percentage of GNP were 8.5 percent in
1980, or double that in 1960. The jobs of
5 million U.S. workers now depend on
U.S. exports; 80 percent of all new man~

ufacturing jobs in the late 1970s were
linked to U.S. exports.

During 1981, U.S. merchandise exports
to Latin America, Africa and Asia (except~

ing OPEC countries) exceeded those to
Western Europe. Of the top 20 importers
of U.S. goods, eight are developing coun
tries (see figure X). U.S. exports are
primarily manufactured goods, although
agricultural products account for 20 per
cent of the total. and services contribute
an increasing share of export earnings.
The extent of U.S. trade with the develop-
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ing world clearly demonstrates its
importance as a market for U.S. goods
and services. Moreover, the United States
has become increasingly dependent on
imported raw materials, some of which
come from developing countries. The
health and vitality of these economies
have become a matter of substantial
importance to the U.S. economy.

It is worth noting that as trade with
the newly industrializing and middle-in~

come countries has grown, it has taken
pre-eminence over conccssional as~

sistance. Today, many major importers of
U.S. goods no longer receive significant
amounts of assistance. In this sense, the
cooperative relationships of the 1950s
and 1960s have contributed to a stronger
world economy in the 1970s and 1980s.
The relationships we support today can
be expected to evolve similarly. Although
the Commission did not deal with trade
issues, it is worth noting that most coun
tries view expanded trade opportunities
as far more important than increased
assistance. How such trade will be han
dled in the future to accommodate
imports from the less~developed coun~

tries is a major challenge for the indus
trial countries.

In the 1950s and 1960s, resource trans
fers from developed to less-developed
countries had three outstanding features:
they were mostly government to govern
ment, they were mainly bilateral and. for
the most part, they originated in the
United States. During the 1970s, all of
this changed.

Whereas in 1970, 42 percent of the
total flow of resources from rich to poor
countries was public or Official Develop
ment Assistance, by 1981 the share of
ODA in the total flow had fallen to 35
percent. Of non- concessional funds,
commercial bank lending, which was 16
percent of the total in 1970, grew to 24

percent in 1981. During the 1970s, bilat
eral assistance grew much more slowly
than multilateral assistance. Reflecting
this, the multilateral share of total U.S.
Official Development Assistance rose
from 18 percent of the total in 1971-73 to
36 percent of the total in 1980~82.

The status and prospects of the inter
national economy have also changed.
Until the mid~70s, buoyant industrial
economies provided growing markets for
the raw materials of the poor countries
and for the manufacturers of newly in~

dustrializing countries. Strong industrial
country growth also generated resources
for major foreign assistance programs.
The prosperity of the times encouraged
public support for these programs.

As a result of the oil shocks of 1973
and 1978, among other factors, world
growth slowed noticeably. The interna
tional economy became characterized by
stagnation. inflation and serious struc
tural economic problems. A severe global
recession prevailed between 1980 and
1982. The world economy is only now
emerging from this economic trauma.
According to some studies, global pros
pects for the 1980s are improving, though
projected rates of growth are lower than
those experienced in the 1970s. Prospects
for the developing countries are varied.

Total external debt and the debt pay
ment obligations of developing countries
have increased dramatically over the past
four years. In 1982, estimates of the total
volume of this debt were about 5650
billion, with average debt payment obli~

gations amounting to more than 20
percent of annual exports - a level con
sidered to be very high. Most external
debt of developing countries is owed to
commercial banks. Only about one-third
of debt is owed to official sources (gov
ernments and international lending
agencies). Although official U.S. loans are

39



------+(~I---------

MEXICO

2018161412

required to remedy severe financial prob
lems

These austerity measures can result in
increased unemployment and higher
priced consumer goods in the developing
countries, In such situations foreign as
sistance becomes especially important.
since it can temper social and political
unrest that might result by reducing the
need for even more stringent belt-tight
ening measures Mutual assistance also
helps build the productive and institu
tional capacity needed to promote future
development and maintain an adequate

1086

not a major contributor to the debt pay
ment problem of most recipients, several
strategically important countries are in
danger of defaulting on their overall debt
repayment.

The International Monetary Fund, as
the principal source of official balance
of- payments finance, plays a pivotal role
in the management of both official gov
ernment and private commercial debt.
Strong economic measures, such as re
ducing public sector expenditures, in
creasing tax revenues and enlarging the
role of the market economy are often
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defense posture.
Commercial debts are unusually se

rious in middle-income countries. If the
U.S. recovery is strong and there is a
resurgence in world trade volumes and
commodity prices, some believe that sus
tained recovery of the industrial econ
omies can stimulate resurgence in the
developing economies as well. Others
disagree. The problem of developing
country debt in the 1980s is not within
this Commission's mandate. However,
the Commission recognizes that it is a
major factor affecting the environment in
which the United States will be con
ducting its security and economic
cooperation programs for the remainder
of this decade. Access to our markets is a
major factor for the development of
many countries, and export growth is
essential to reduction of the debt
problem.

While some countries will benefit from
expanded trade and increased world liq
uidity, the low-income countries, espe
cially sub-Saharan Africa, will remain
largely dependent on concessional fi
nancing. Sub-Saharan Africa illustrates
how some of the most intractable devel
opment problems interact. although they
are not confined to that region. Many of
these recently independent countries
have had to deal with serious internal
political and security situations while
facing declining prices for export com
modities, adverse climatic conditions,
stagnant agricultural production, high
inflation rates and rapid population
increases. Perhaps more important, there
has been a widespread adoption of eco
nomic policies in many of these coun
tries that have provided inadequate in
centives for investment and production.
Virtually all of these problems have been
aggravated by the lack of skilled man
power, indigenous development institu-
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tions, physical and economic infrastruc
ture and serious internal management
difficulties. Finally, appropriate cost
effective technologies - particularly in
agriculture - are insufficiently developed
to be responsive to the demand for in
creased food production and improved
living conditions.

Many of the African countries had little
or no economic growth in the 1970s, and
most studies project slow growth or ac
tual decline in the 1980s. Policies must
be adopted that will provide market in
centives and economic reform so their
economies can expand more rapidly.
Concessional financing will be especially
important in supporting such policy
changes, since the lack of credit worth
iness of many of the sub-Saharan African
states will limit the availability of com
mercial credits.

Assistance to Developing
Countries and the Long..Term
National Interest

The United States already has a
significant and growing stake in the
security and the economic and so

cial progress of developing countries.
This progress has a direct and measura
ble impact on our own economic well
being as well as our political and military
security. These countries have become
major and growing markets for U.S. ex
ports, particularly for sophisticated
industries, services and agricultural prod
ucts. Developing countries now purchase
40 percent of U.S. goods sold overseas -
more than the European Economic
Community.

The developing countries are also an
important area for U.S. investment. By
the end of 1980, about 25 percent of U.S.
cumulative foreign direct investment was
in the developing world, with an average

rate of return of about 22 percent on
total investment compared to a 16 per
cent yield for U.S. investments in the
developed world. Finally, the developing
countries have become major customers
for U.S. banks and increasingly important
suppliers of raw materials for American
industries.

Taiwan and Korea are former U.S. as
sistance recipients whose prospects for
success were at one time a source of
despair to many. They are now major
markets for U.S. exports - in large part
because of the relationships established
through the foreign assistance program.
Similarly, current recipients of U.S. as
sistance can be expected to become
important markets for American exports
in the future.

1\vo regions of the world will provide a
special challenge to the United States for
the foreseeable future: the Caribbean re
gion, including Central America, and sub
Saharan Africa. In the Caribbean we face
a serious security challenge in an area
that is indisputably of vital strategic im
portance to the United States, yet it also
requires serious attention to deeply
rooted economic problems which must
be solved if long-term security interests
are to be effectively served. In Africa
there is an economic crisis of major
dimensions that will call for a serious
long-term response by the United States,
the donor and the recipient countries.
Failure to deal successfully with these
problems can have serious security
implications.

The developing countries are in
creasingly important to our security. A
number of Third World countries are
viewed as influential - at present or
potentially - in assuring regional sta
bility. In the Middle East, for example,
Egypt - a major recipient of U.S. security
and economic assistance - is counted
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on to playa stabilizing role in a region
essential to our national security. Nigeria,
a former assistance recipient, plays an
important role in influencing policies to~

ward southern Africa. Mexico and
Colombia are clearly influential forces in
Central America. Almost without excep~

tion, the developing areas of the world
are significant in the balance of power
between the United States and the So~

viet Union.
Conscious of their growing political.

strategic, and economic importance to
the industrial world, the developing
countries continue to press for major
changes in the economic and social in~

stitutions created after World War II.
Almost all developed and developing
countries now recognize a set of com
mon problems t~at require cooperative
action. Despite the recently favorable
prospects for recovery in the United
States, the immediate economic pros~

pects for the rest of the world economy
are not as self~evident. Growth is pro~

jected to remain low while unemploy~

ment and inflation may well stay high.
Dramatic improvements in health care

combined with continued high fertility
rates have created an unprecedented
population surge in many of the develop~

ing countries. For example, in the lowest
income countries (excluding India and
China) the death rate declined by 33
percent between 1960 and 1981, while the
birth rate declined by only 9 percent. The
result has been a sharp jump in popula~

tion, which in recent years often
outpaces increases in agricultural pro~

duction and the basic amenities of life,
particularly in Africa south of the Sahara.
Between 1983 and the year 2000, it is
estimated that the world's population
will increase by 1.7 billion people - an
increase that equals the total world pop~

ulation in 1930. The number of cities over
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500,000 increased five times over the
same 1960~1981 period, as people left the
countryside in search of better lives in
the cities. This migration to urban areas
has placed burdens on housing, educa~
tion and health services that poor
countries are ill-equipped to provide.

Over the next twenty years, the
number of young adults in the developed
countries will grow by about 20 million,
while in the developing countries they
will increase by 600 million. Unless youth
obtain improved living conditions, this
volatile and rapidly increasing group
could be responsive to extreme
solutions.

The Commission endorses continued
provision of U.S. development assistance,
in response to requests from Third World
countries, in support of responsible par~

enthood and population policies. These
programs are based on fundamental
principles of voluntarism and non~coer~

cion. We seek to make our policies con
sistent with, and respectful of, human
dignity, the stability of the family and
local religious and cultural values.

During the past decade, policy makers
have become aware of the fragilJty and
vulnerability of an interdependent inter~

national system. Critically important to
the functioning of this system - and to
human survival - are solutions to uni
versal problems. These include inter
national stability, environmental degrada~
tion; the balance of food supplies and
population; and depletion of nonrenewa~
ble resources. Moreover, development
polJcy is only one of a group of pollcies,
including national security, finance, trade
and investment, which must be effec
tively integrated.

While assistance can foster political
stability, in the short run the rising expec
tations of economic and social progress
can be destabilizing. But over a longer

time period, the improvement of the
human condition can blunt the internal
or external pressures for radical change
that lead to instability. Assistance may
also be very important to bolster govern~

ments that are emphasizing political
liberty and popular participation, but
have to meet the minimum aspirations
of their populace and provide security.

Finally, this country has an ethical in~

terest in the long~term economic and
social development of these countries
that springs from our basic national val~

ues. The United States - founded on
principles of freedom, democracy and
humanitarianism - cannot be indifferent
to the international neglect of these
,same principles without imperiling its
own future.

Addressing this spectrum of issues re
qUires the cooperation of both developed
and developing countries. U.S. leadership
can promote solutions that are favorable
to American interests. It is within this
context that the role of economic and
security assistance must be assessed.

Conflicts within the Developing
Countries

While forecasting is difficult. the
security outlook for the 1980s
will probably be characterized

by the following conditions: (1) there will
not be any major changes in the balance
between United States~Soviet nuclear
and conventional forces; (2) changes in
the NATO~Warsaw Pact and Pacific mili~

tary balances will be comparatively small
and incremental; (3) most conflicts will
arise from local unrest, fanned by poor
economic conditions and polltical mis
management; (4) the Soviets will con
tinue to encourage radical regional forces
including terrorists; (5) the Soviet Bloc
assistance will continue to focus on mili~
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assistance is also intended to help other
countries meet their self-defense require
ments, and thereby contribute to the US
worldwide defense posture through a
stronger collective security framework.

Three specific categories of the alloca
tion of U.S. military assistance are
illustrated in figure XI first, military as
sistance to Egypt and Israel to facilitate
the Middle East peace process; second,
assistance to recompense for US use of
military bases overseas, or to help allied
countries whose forces would, in times of
conflict. complement Us. forces; and
third, lesser-developed countries in re
gions of importance to the United States
that face attacks or externally-supported
subversion. These countries receive mili
tary assistance to support their self
defense efforts and to promote regional
stability

tary assistance, with very little attention
to development needs; and (6) the se
curity of countries where the United
States has important interests and a
strong commitment to maintain stability
will continue to be threatened. These
countries will seek security and economic
assistance from the US and its NATO
allies and OECD partners in the future

The prospect is that conflicts of vary
ing degrees of intensity will persist in the
foreseeable future. The causes are basi
cally national or regional They may arise
from insurrection or insurgency within a
country, rivalries between countries or
border disputes. Whatever their source,
the outcomes can have a major effect on
U.S interests.

Also, Soviet assistance to countries
hostile to US interests has been sub
stantial Large economic or arms trans
fers to radical states - such as Vietnam,
Cuba and Libya - have enabled them to
initiate or fan conflicts that have threat
ened US interests As noted before, this
is a particular concern in Central Amer
ica and the Caribbean Developing
countries, beleaguered by such neigh
bors, will continue to need assistance.
Since there is little reason to believe that
threats to international security will
lessen, the United States must be pre
pared to sustain a substantial level of
complementary military and economic
assistance for the foreseeable future

The aim of military cooperation is to
support the ability of friendly countries
to maintain their independence and to
provide the shield behind which stable
political and economic growth can occur.
Military cooperation is one means of
avoiding the escalation of local conflict
and the potential need for direct US
military involvement. In most cases, such
cooperation is far more cost-effective
than utilizing US. defense forces Military
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Establish Bipartisan Leadership
Support

F
oreign cooperation is an indispen~

sable tool of U.S. foreign policy. The
President is clearly the most effec~

tive advocate for the program. A sus~

tained, active and highly visible role on
the part of the President as well as the

bipartisan leadership of the House and
the Senate will help to ensure the kind of
support for the foreign cooperation pro~

gram that we believe it deserves. The
Commission urges that the Congres~

sionalleadership join the President in a
statement endorsing our conclusion that
the foreign security and economic coop~

eration programs of the United States are
mutually supportive and interrelated,
and together constitute an essential and
integral part of the foreign policy of the
United States. In order to gain broader
Congressional and public support for the
program, such active leadership is
essential.

Promote a Citizens' Network

Many Americans have a direct interest in
programs of foreign assistance. The agri~

cultural sector and the banking com~

munity, for example, benefit substantially.
Other U.S. beneficiaries include agri~

business, whose overseas markets
expand as developing countries prosper
and modernize; the labor force, whose
job opportunities increase; corporations,
whose profits from exports or foreign
investments depend on conditions in
Third World countries; the shipping and
transportion industry; private and volun~

tary agencies; and land~ and sea~grant

colleges and universities, which partici~

pate in the design and implementation
of foreign assistance programs.

Yet the general public does not per~

ceive that U.S. foreign assistance efforts
serve the economic and security interests
of the United States. The Commission
believes that. in many instances, these
views result from a lack of accurate and
timely information. Furthermore, unlike
many other U.S. programs, the favorable
impacts of foreign assistance programs
are often diffuse and indirect. They are
also longer~term in character. Special at~

tention and continuous access to current
information is vital to appreciating the
benefits of these programs.

To assure that the public is better
informed, the Commission recommends
the creation of a privately funded cit~

izens' network. We believe that an in~

formed public will support the assistance
program and stimulate greater support in
Congress. Although the major force be~

hind such a network must be the private
sector, the U.S. Government could assist
by providing speakers and appropriate
informational materials.

Many groups - such as foreign policy
associations, veterans' organizations and
returned Peace Corps volunteers - have
an active network and an ongoing inter~

est in security and economic assistance.
Such well~ organized, knowledgeable but
sometimes underutilized groups could
provide the nucleus around which a
broader~based information system could
form.

The Commission recognizes that inter~

ested groups may have broader concerns
that may include international trade ne~

gotiations, export credits or other inter~

national issues. The political, economic
and social policies of recipient countries
may likewise be of interest to many. Or~
ganizations formed to foster public un~

derstanding and support of foreign as~

sistance should also be encouraged to
include these broader topics and the
activities of the international financial
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institutions in their agendas.
The Commission also recognizes that

the mobilization of various potential in~

terest groups is unlikely to happen
spontaneously. We therefore recommend
that the President, with the support of
the bipartisan leadership, call for a White
House conference on the subject of U. S.
security and economic assistance. Such a
meeting would draw interested citizens
together and provide the impetus for a
cohesive and supportive network.

Continue Support for
Development Education

The Commission noted the $1 million
appropriated under the 1980 Biden~Pell

Amendment to the Foreign Assistance
Act to be used by AID for the support of
development education. These funds
have been used in the United States in
the private. non~profit sector for outreach
to the general public. work with the me~

dia and to stimulate curriculum building
and youth development education. The
Commission recommends that the Ad~

ministration and Congress continue this
effort and broaden its application to
include all elements of foreign assistance
and Third World relations.

Increase Assistance Levels

The U.S. foreign cooperation program is
inadequately funded. This judgment is
not based upon the percentage of GNP
contributed relative to other donors. Nor
is it based upon the Commission's ob~

servation that U.S. assistance levels 
allowing for inflation - have fallen sub~

stantially in recent years. The judgment
rests upon the need for resources to
maintain our leadership role and meet
our foreign policy objectives. These ob~

jectives -political. economic. strategic
and humanitarian -have been outlined

CONCLUSIONS AND RECOMMENDATIONS

elsewhere in this report. Given the nature
of the problems the United States will
face in the less~developed world during
the coming decade. either lesser obiec~

tives or more resources will be called for.
For the next decade. the economic and

security outlook for most of the less~

developed world is not encouraging.
On the security side. conflicts smolder

in many parts of the world. Most arise
from internal causes or regional rivalries.
yet many have political and strategic
implications for both East and West. This
is the character of actual or potential
disturbances in North Africa. the Middle
East. much of Central America. Southeast
Asia and the Horn of Africa. In addition.
East~ West competition increases the
special dangers associated with the esca~

lation of conflicts.
Economic stagnation may well persist

and be a destabilizing factor in many
developing countries during the 1980s.
World economic growth in the coming
decade will almost surely be slower than
in the 1960s and early 1970s. The pro~

longed world recession (l980~ 83), a
heavy debt burden. a slow~down in the
flow of private capital to developing
countries and a possible decline in real
official development assistance all sug~

gest difficult times for many of these
countries in the years ahead.

The present U.S. capacity to deal with
foreign policy challenges inherent in
these circumstances is circumscribed by
the resources available for foreign as~

sistance programs. As we become
increasingly dependent on developing
countries for markets and critical mate~

rials. and the world faces increasing
threats to peace and stability, such inade~

quacy is inconsistent with our leadership
role.

In part, the resource problem concerns
the allocation of the existing volume of

assistance resources among the develop~

ing countries and multilateral programs.
Since the early 1970s, Egypt. Israel and
the base rights countries have received
most of the military assistance (75 per~

cent in 1980~82) and much of the eco~

nomic assistance (30 percent in 1980~82).

This allocation reflects a broad con~

sensus on U.S. foreign policy priorities.
But in the process. it has reduced the our
capacity to meet existing commitments
to the multilateral banks and to deal with
needs in the 30 to 40 other countries in
which we have important strategic and
political interests.

Moreover. it presents special problems
in dealing with budget cutbacks. The
smaller countries are squeezed the hard~

est and disproportionately whenever
there is a budget cut. This means that
the margin for adjustment to lower levels
of cooperation is very limited for the
great majority of countries in which our
assistance program is an important in~

strument of U.S. foreign policy.
At the same time. several new ini~

tiatives are presently under discussion in
Congress and in the Executive Branch:
the Caribbean Basin initiative. an African
initiative, greater concessionality in mili~

taI)r assistance. increases in PL. 480 and
a new program of mixed credits to meet
export competition and defend legiti~

mate U.S. markets.
The present levels of funding for mu~

tual cooperation programs. then, are
inadequate. To meet U.S. short~ and long~

term foreign policy objectives laid out for
the program, significant increases in real
levels of assistance will be required. New
initiatives will necessitate further budget
increases.

Adopt Country Approach to
Program Development

In addition to the issue of program lev~
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els, the Commission devoted much
attention to the policies that should
guide the development of the foreign
assistance program in order to make it as
effective as possible in furthering u.s.
objectives. In addressing this subject, the
Commission examined at length the is
sue of program mix and, in particular, the
issue of balance between the security
and economic components of the pro
gram. This led to discussion on a number
of subsidiary issues. For example, should
ESF be considered as security or eco
nomic cooperation? Should all loans be
added into the balance equation at full
value, regardless of their degree of con
cessionality? From the examination of
these issues, it became clear that con
clusions depend critically on the as
sumptions made and the rules applied in
aggregating the individual programs.

The deliberations of the Commission
reflected clearly the strong views held by
proponents of each category of assist
ance. Each side argued that in recent
years the trend in foreign assistance fa
vored the other side, and that in the U.S.
national interest this should be reversed.
The Commission recognizes that the ag
gregate balance between security and
economic cooperation has been and con
tinues to be one of the most divisive
issues affecting the foreign assistance
program.

In discussing this issue, the Commis
sion returned repeatedly to the point
that the optimum mix of component
programs could vary widely from one
country or region to another depending
on conditions. For foreign assistance re
sources to contribute the most to
achieving U.S. policy objectives, they
should be applied with optimum effect
in each recipient country. The Commis
sion believes that this principle should
be the primary policy guiding the year-
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by-year and long-term development of
the program. Developed in this way, it will
achieve the overall mix of security and
economic assistance that best serves
U.S. national interests.

Such an approach includes the com
bination of military, Economic Support
Fund and/or Development Assistance
programs suitable to each country or
region according to its domestic needs,
its absorptive capacity and U.S. short and
long-term political, security, economic
and humanitarian objectives. The Com
mission recognizes that proposals for
PL. 480 programs should be developed in
this same context, but must be shaped,
as they are now, by the need to manage
domestic U.S. agricultural commodity
programs and develop long-range mar
kets for U.S. agricultural goods.

The role of the Peace Corps and U.S.
support for private investment and pri
vate voluntary organizations, all of which
contribute to long-term economic devel
opment, would also be important factors
in the overall country approach. Func
tional priorities - such as adequate
security, agricultural development, popu
lation and health - should continue to
be weighed in the development of each
country program and the overall pro
grams that should be built from country
and regional analyses. Estimates of the
contributions likely to be made by the
World Bank, Regional Development
Banks and the United Nations Develop
ment Program (to which the United
States contributes) - and to some extent
the foreign assistance programs of other
countries - should also weigh signifi
cantly in judging the optimum mix of
U.S. bilateral assistance programs. There
must be an iterative process, since the
aggregate value of country programs
must fit within some overaWprogram and
budget limitations. This approach places

a premium on coordinating the various
assistance efforts.

The Commission also considered the
question of multi-year planning and pro
gramming. Although funds are authorized
and appropriated on a year-to-year basis,
programs for long-range economic and
security development normally require
planning projections of at least three to
five years. Development projects and ma
jor military hardware acquisitions usually
involve ongoing requirements beyond
the initial year. Provision of commodities
under Title I and Title II would improve
with multi-year planning and program
ming for more orderly distribution. The
Peace Corps would similarly benefit from
such flexibility since it would provide
continuity for multi-year volunteer
projects.

The Commission recognizes the diffi
culty the Congress has with committing
future year funds, but suggests that more
multi-year programming be authorized.

The Commission is not able to predict
the evolution of the mix of functional
programs as a result of aggregating the
optimum programs for each country. It
does believe strongly that such an ap
proach will lead to better decisions
concerning the most effective mix of
assistance programs for each recipient
country. Hence, it will also provide the
overall mix of security and economic
cooperation that best serves the U.S.
national interest.

The foregoing recommendation for
fully integrated country assistance pro
grams is closely related to our later
recommendation for a single Executive
Branch institution. Not only would both
innovations result in better country pro
grams, they would also provide the
context and means for evaluating each
program in terms of our broader global
interests.
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Ensure carefully Integrated
Programs for the caribbean
Region and Sub-Saharan Africa

1\vo regions of the world will provide a
special challenge to the United States for
the foreseeable future: the Caribbean re
gion, including Central America, and sub
Saharan Africa. In the Caribbean we face
a serious security challenge in an area
that is indisputably of vital strategic im
portance to the United States, yet it also
requires serious attention to deeply
rooted economic problems which must
be solved if long-term security interests
are to be effectively served. In Africa
there is an economic crisis of major
dimensions that will call for a serious
long-term response by the United States,
the donor and the recipient countries.
Failure to deal successfully with these
problems can have serious security
implications.

Support Policy Reforms

Experience has shown that resource
transfers, be they economic or military,
cannot be effective in the attainment of
most U.S. objectives unless the political.
economic, humanitarian and security
policies of the recipient country are con
sistent with an effective use of these
resources. In addition, there must be
evidence of a political will to carry but
needed reforms. U.S. cooperation should,
to the extent possible, be tailored to
support the evolution of policies that will
ultimately result in open, self-sustaining
economies and democratic societies. In
some cases, reforms needed to stabilize
economic and financial conditions, par
ticularly in conjunction with IMF pro
grams, may require austerity measures
that have potential for heightened social
and political conflict. We should seek to
ensure that our assistance programs help
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to ameliorate these problems.
To be fully effective, it is important

that the United States coordinate its
efforts with other countries and multi
lateral institutions that promote devel
opment in recipient countries. Given its
prominence and experience, the World
Bank should take the lead in coordinat
ing the participants more effectively.

It would also be desirable for the
World Bank's executive board to hold
regular review meetings that would focus
on the recipient country's policies and
how they impinge on the effectiveness
and appropriate levels of bank as
sistance. Not only would such discus
sions facilitate coordination, they would
be useful in their own right.

Encourage Human Resource
Development and Institution
Building

The development of human resources
and institution building are as important
as sound economic policies to the future
of the developing countries and their use
of economic assistance.

The Commission heard a number of
views promoting various means by which
our programs are or could be better di
rected in these areas. The following re
commendations, which we found to
merit specific attention, are not exclusive
of other worthwhile initiatives. We en
courage the continued search for pro
grams that require relatively few re
sources but can make a major, even vital,
contribution to development and security.

In the important area of agricultural
development, we should continue to
seek programs that support the develop
ment of agribusiness and agricultural
institutions and the application of appro
priate technology and experience at the
scientific, technological. managerial and
practitioner level. The Commission en-

dorses the kinds of efforts being carried
out through U.S. agricultural colleges and
universities, cooperatives and the Peace
Corps. Continuing attention should be
given to enhancing efforts in this general
area, drawing on the successes of U.S.
experience at all levels in fields of exper
tise from that of the scientist to the
farmer.

1taining and education programs are a
low-cost, high-payoff means of develop
ing human resources essential to stim
ulating the economies of recipient coun
tries and making them more secure. Over
the years, scholarship and fellowship pro
grams that bring foreign students to the
United States to study have proved to be
very effective, inexpensive means of pro
viding foreign assistance to the less
developed countries. Ih addition to pro
viding recipients with education and
professional training, these programs fos
ter closer rapport with the United States
and provide future leaders and managers
with knowledge of American beliefs and
views. They also have important indirect
political benefits. We endorse expanded
education programs to provide spe
cialized advanced training.

Social structures that prevent the na
tional development of a work force can
significantly hamper economic develop
ment. The contribution that free trade
unions make in the important area of
human resource development is recog
nized in the Foreign Assistance Act. We
should continue to support the strength
ening of free trade unions and devel
opment strategies that are employment
oriented. A major consideration in
providing assistance should be that re
cipients adhere to the conventions of the
International Labor Organization, par
ticularly those relating to freedom of
association, discrimination and forced
labor.
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Increase Program Emphasis on
Science and Technology

The virtual elimination of smallpox. the
dramatic reduction of infant mortality
through the introduction of oral rehydra~

tion therapy and the dramatic spread of
the Green Revolution are only three ex~

amples of the dramatic impact that
carefully selected science and technology
programs can have on the quality of life
at relatively low cost.

In recognition of its cost~effective po~

tential and our comparative advantage in
this area. the Commission recommends
that increased programming emphasis
be given to science and technology~re~

lated development assistance.
The Commission endorses programs

of scientific and technical cooperation
with developing countries that are tai~

lored to their particular needs. Such
programs should be available on a mod~

est scale to middle~incomeand newly
industrialized countries. which in turn
should be encouraged to provide appro~

priate technical assistance to less
developed countries.

Promote the Private Sector

A vital private sector is essential to the
development process in the whole range
of developing countries - from the mid
dle~income and newly industrialized
countries to the least~developed. Their
capacities and appropriate programs to
encourage them may vary widely

The Commission endorses the use of
our bilateral and multilateral cooperation
programs to promote policies that en~
courage indigenous private sector initia~

tive. without which bilateral and multi~

lateral assistance support cannot be fully
effective.

We should continue to encourage the
World Bank and its IFC affiliate to em~
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phasize policy reform and focus their
direct activities on private sector devel
opment wherever feasible. Our own
programs should be similarly directed.

The U.S. private sector - business.
banking, voluntary organizations and
non-profit institutions - contribute to
this process. Our policies and programs
should be directed toward supporting
them wherever appropriate.

Improve Evaluation

We recognize that the agencies currently
conducting mutual cooperation programs
conduct evaluations on a continuing
basis and constantly strive to improve
their quality These evaluations. however.
are almost exclusively of a technical
nature dealing with program effec
tiveness in meeting its primary objective.
What is lacking is a comprehensive eval
uation process that assesses the political
impacts. interrelates the projects and
programs, both economic and military,
and expresses a judgment on their effec~

tiveness in supporting U.S. interests. The
Commission wishes to emphasize that
evaluation criteria must be incorporated
in the program selection and develop
ment process because it is at that stage
that program goals and the means for
measuring their attainment must be es~

tablished. Such a comprehensive evalua~

tive capacity is needed to rationalize our
planning efforts and provide the Amer
ican public with better information. Eval~

uations of the MOB and UNDP programs
should also be conducted unilaterally
and in concert with other members as
they relate to U.S. objectives in the re
gional and country~by~country devel~

opment of programs. Note should also
be taken of the consistency of such pro~

grams with the provisions of any IMF
agreements.

Maintain Economic Support
Fund Flexibility

The Commission believes that the flex
ibility of the ESF program must not be
impaired by imposing specific goals or
requirements on it. However, where pos~

sible, ESF should be programmed to
further economic development and U.S.
commercial objectives. The Commission
notes that competing claims on ESF to
support the Middle East Peace Agree~

ments and countries where we have base
rights agreements have led to a compres
sion of funds remaining to support our
interests in other countries. This problem
needs to be addressed.

Increase Flexibility in the
Development Assistance Account

Greater flexibility in the Development As~
sistance account would help ensure that
a recipient's long~term development re
quirements can be met, while recognizing
short-term constraints. While Develop~

ment Assistance must continue to focus
on addressing the longer-term con~

straints to development, too great a
stress on projects aimed at ameliorating
living conditions increases the risk of
having very little long~term effect. More
over. as is true with some military
programs. some social projects can bur
den a country with recurrent costs
greater than its economic ability to sus-'
tain, or encumber scarce management
resources that could be used more pro~

ductively elsewhere. Such situations are
common in Africa. but also exist in other
regions.

If greater flexibility is not achieved in
the Development Assistance account, the
Commission fears that administrators
with overall responsibilities wiII continue
to turn to meeting short-term financial
needs through ESF and PL. 480 pro~
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grams to the detriment of longer~term
development. The Administration should
consider ways to make Development As
sistance more flexible, including stream~

lining design and implementation pro~

cedures and removing excessive stat
utory requirements. Other means might
include the provision of non-project as
sistance to specific sectors of the
economy in conjunction with specific
policy reforms. Where other countries or
the MDBs are the primary donors, as in
many Nrican countries, we might find
ways in which our assistance would sup
port their long-term development proj~

ects. While we strongly endorse the
objective of eliminating poverty, the stag~

nation or economic decline of many of
the poorest countries clearly calls for far
greater emphasis on self~sustaining eco~

nomic growth. We believe that the above
actions are possible within the spirit of
the current legislation.

Support Develpment Objectives
of P.L. 480

u.s. food assistance under PL. 480 - the
Food for Peace Program - serves multi~

pie objectives: humanitarian relief and
development; agricultural policy reform;
balance-of-payments support; market de~

velopment and commodity management
for U.S. agriculture; and u.s. foreign pol
icy goals.

Requirements for Title I concessional
sales and Title II grants will continue in

. the years ahead. Special attention should
be given to these needs. We believe that
the United States should strive to use
PL. 480 and emergency assistance re
sources in advance of situations of acute
or extraordinary need whenever possible.
Caution shOUld be exercised throughout
to assure that PL. 480 resources are not
provided where they will be used to
delay reform of agricultural policies or
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otherwise inhibit domestic agriculture.
The Commission also recommends

multi-year programming of Title I and
Title II commodities and, whenever pos~

sible, the use of PL. 480 resources in
combination with other forms of eco
nomic assistance to maximize devel~

opment impact.

Increase Concessionality in
Military Assistance

The Commission looked closely at the
relation between our foreign cooperation
programs and the problems posed by
international debt. The external debt of
several countries important to the United
States has grown to the point where they
are in danger of defaulting on repayment
of their loans. The issue that directly con~

cerned the Commission was, what could
and should be done about the portion of
these debts attributable to bilateral loans
made by the U.S. Government?

For a few countries, U.S. foreign as~

sistance loans represent a substantial
portion of their foreign debt. For most,
such loans constitute only a small frac~

tion of the indebtedness of the recipient
country. In either case, the failure of an
assistance recipient to repay debts to the
United States can be highly visible.
United States law mandates certain sanc~

tions for default or serious arrearage.
Furthermore, the Congress must appro~
priate funds to replenish the FMS
Guaranteed Loan Reserve Fund when
payments cause it to be drawn down
below a prudent level. The Executive
Branch and the Congress are rightly con
cerned about this problem because
failure to repay U.S. loans affects the
integrity and credibility of the entire as
sistance program.

For a number of countries with large
debt payment obligations, the United
States still requires that FMS loans be

extended at non~concessional interest
rates while at the same time it is provid~

ing highly concessional economic assist~

ance. For the 21 countries that received
substantial amounts of both military and
economic assistance in FY'82, the effec~

tive interest rate - including both grants
and loans - was approximately 9 percent
for military assistance and about 1per
cent for economic assistance. Thus, one
program is adding to the debt problems
of these countries, while the other is
seeking to alleviate them through favor
able financial terms and economic
improvement.

The Commission believes that the U.S.
Government should consider the same
economic factors in determining the con~

cessionality of military assistance as it
considers in determining the con~

cessionality of economic assistance. If
conditions in the recipient country justify
concessional economic assistance, this
should be a prime consideration in de~

termining whether military assistance
should also be concessional. While terms
need not be the same, they should be
determined in the context of an overall
assistance policy for each country. The
Commission recognizes that this policy
will lead to extending more concessional
military assistance worldwide, yet the
Commission believes that such extension
is justified to avoid adding further to the
problems of U.S. assistance recipients
with large debts.

To maximize the actual assistance pro~

vided at a given program level - and
thus achieve the same net result with a
smaller overall increase - the govern~

ment should investigate the desirability
of requiring the program to pay only the
incremental cost of equipment, training
and support provided by the Department
of Defense. This principle is already
firmly established in the case of the
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International Military Education and
1taining (IMET) Program. However, in
other areas there are instances where
foreign assistance program funds must
be used to reimburse the Department of
Defense for a pro rata share of costs that
DOD would have to bear whether or not
there was a military cooperation pro
gram. This practice should be investi
gated and amendments made to the law
where appropriate.

The other major aspect of this prob~

lem is existing debt. The Commission
reviewed relief already available for deal
ing with existing debt, including the
Retroactive Terms Adjustment (RTA) Pro
gram for selected least~developed

countries, and the recent provision of
Title III, PL. 480, which permits the for~

giveness of Title I loans. One alternative
that has been suggested under the RTA
program is acceptance of repayment of
economic and military assistance loans
in local currencies, which could then be
used for development purposes through
either government or private voluntary
agency or other private sector programs.
In both cases, new appropriations would
still be required to repay the dollar obli
gations due to the U.S. 1teasury. Moreover,
very few of the least~developed countries
have sufficient official debts to the
United States to benefit significantly
from this type of debt relief.

The Commission believes that the im~

mediate priority should be to provide the
degree of concessionality in future mili
tary and economic assistance most
appropriate under the conditions in each
recipient country Relief of official debt
for the poorest countries should be con
sidered on a case-by~case basis.

Establish A Mutual Development
and Security Administration

Throughout this report we have endeav~
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ored to demonstrat~ the importance of
integrating currently fragmented pro
grams into an effective whole. The
objectives to be achieved by this integra
tion are the development of country
programs with an optimal mix of as
sistance resources, the establishment of
a process that develops mutually rein~

forcing economic and security assistance
programs and the installation of an
effective and comprehensive evaluation
program.

Furthermore, to achieve and sustain a
mutual assistance program that is vig
orous in its support of U.S. objectives, it
must have the support of the Congress
and the American public. The present
program is procedurally and organiza~

tionally fragmented. It needs a compre
hensive, analytical and institutionalized
approach to problem-solving. Therefore,
we conclude that the present foreign
assistance process within the Executive
Branch must be reformed to improve
cohesion and effectiveness. New organi
zations and procedures must be molded
that will generate greater confidence in
the American public for U.S. efforts in
the foreign cooperation field. Further~

more, development of an effective
program for each country requires a sin
gle organization that, through a single
programming system, can achieve op-
timal program mixes.

The best of programs will not be effec
tive unless they are supported by
organizations and institutionalized pro~

cedures that facilitate improved
coherence and rationality This is our ob
jective in offering the following
recommendations.

These recommendations are based on
the postulate that our economic and
security cooperation programs are twin
pillars supporting our foreign policy Our
organizational concept is intended to en~

able economic and security cooperation
programs to reinforce each other to the
benefit of both the United States and the
recipient country. Our major procedural
recommendation is designed to increase
cooperation between two co~equal

branches of government, the executive
and the legislative.

Today, program responsibility is frag~

mented in both the executive and the
legislative branches. There is no single
spokesperson in the Administration for
the total foreign assistance program. The
cacophony of voices representing various
bureaucracies confuses even those who
might wish to support our efforts. Infor~

mal attempts to rectify deficiencies are
being made, and progress has been com
mendable. But this approach will always
have limited scope and will rely heavily
upon personalities for its effectiveness.
We are convinced that a unified foreign
cooperation institution is required before
the system can be fully effective.

Having reviewed a number of alter
natives, we have concluded that the most
desirable approach to correct present or
ganizational weaknesses is to amalga
mate to the maximum extent possible
those agencies, bureaus and offices that
are involved in the mutual assistance
program today We are outlining only an
organizational concept, leaving many
specific arrangements to be worked out
later by the Administration and the Con~

gress. We are, however, clear on the
follOWing requirements:
• A single organization, which we pro-

pose to be named the Mutual
Development and Security Administra
tion (MDSA), will be responsible for:
(1) the budgetary control (including
Congressional presentation) of the
various components of the mutual as~

sistance program (Development
Assistance, Economic Support Fund,
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military assistance, PL. 480, transfers
to multilateral development banks)
and those voluntary and mandatory
contributions to the United Nations
and related agencies that are part of
economic development efforts; and
(2) operational control over program
and projects funded from Develop~

ment Assistance, Economic Support
Fund and available local currencies.

• A single director (with rank equivalent
to that of a deputy secretary) whose
chief, but not sole responsibilities will
be to manage MDSA, represent the
Administration in Congress and before
the American public, issue policy gUid~

ance for those programs included in
the mutual assistance program, and
install comprehensive and unitary pro~

gramming and evaluation systems.

• The new organization must report to
the Secretary of State, who is respon~

sible for the conduct of foreign affairs.
As stated earlier, the mutual assistance
program must support our foreign pol~

icy objectives. That can be accom~

plished most effectively by giving the
manager the tools with which those
objectives can be achieved. In stating
our preference, we warn of two haz~

ards: (1) the temptation to apply too
many resources to the achievement of
short~range political objectives and (2)
the program imbalance that might re~

suit from having the director
responsible for the operations of the
development and ESF programs but
not the execution of the military pro~

grams. Regarding the first periL we
believe that the MDSA must have a
considerable degree of independence,
following the model of the Justice De~

partment~FBI relationship. On the
second point. we doubt that our rec~

ommendations will necessarily result
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in an imbalance. On the contrary, the
ability to orchestrate all programs is
consistent with the country approach
to the allocation of foreign coopera~

tion resources.
Our recommendation would require
transferring the Agency for International
Development and certain parts of the
Department of State to the new organiza~

tion and incorporating personnel from
the Departments of Defense, lteasury
and Agriculture. The relationship of the
Department of Defense to the Depart~

ment of State should remain unchanged
to assure that the Executive Branch will
have defense and security considerations
handled as they are now

The functions of the lteasury Depart~

ment and its relationship to the new
MDSA present a more difficult problem.
We are clear that responsibility for devel~

opment of budgetary proposals for
transfers to the multilateral banks must
be lodged in the new organization. We do
not foresee the need for the formal trans~

fer of any other responsibilities, but
believe that greater attention must be
devoted by the U.S. Government to the
developmental aspects of programs and
projects conducted by the MDBs. We
therefore suggest that lteasury Depart~

ment guidance to U.S. executive directors
on MDB activities, as it pertains to devel~

opment efforts, have the concurrence of
the MDSA, which would also perform
technical project analysis for inter-agency
review

We recognize the unique nature of the
PL. 480 program, which has multiple ob~

jectives, and the underlying rationale that
extends beyond the mutual cooperation
program. We see little need to change
present arrangements for program deci~

sion~making and coordination, which
seem to be increasing in effectiveness.
although we do see an enhanced role for

the MDSA in this process. The Depart~

ment of Agriculture, which would
continue to playa major role in PL. 480
deliberations and implementation, and
MDSA must keep the following principles
in mind: the reinforcing nature of PL. 480
programs both for economic develop~

ment and market expansion purposes;
the desirability of utilizing the PL. 480
program to broaden American public
support for the mutual assistance pro~

gram, particularly among the agricultural
community; and the desirahility of main~
taining present Congressional committee
jurisdictions on PL. 480 programs.

Finally; in recognition of the close ties
that the mutual cooperation program
should have with those governmental
agencies responsible for the stimulation
of industrial exports, we recommend that
the director of MDSA establish a small
council. This council. consisting of the
deputy and senior representatives from
the Department of Commerce, the Ex~

port~Import Bank, the Overseas Private
Investment Corporation, the Department
of the lteasury and other comparable
instrumentalities, would consider the
promotion of American commercial in~

terests through the MDSA.
The creation of MDSA should be ac~

companied by the elimination of the
International Development Coordinaton
Agency (lOCAl. the Agency for Interna~

tional Development (AID) and the Office
of the Undersecretary of State for Se~

curity Assistance, Science and Technology.
We see no reason for any increase in
government staffing due to our recom~

mendation. On the contrary, the amalga~

mation of currently disparate operations
should result in increased efficiency and
perhaps even staff reductions.

The following major attributes applica~

ble to MDSA and not to IOCA will
highlight the dissimilarities between the
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two organizations. The MDSA wlll:

• be responsible for both economic and
security assistance,

• report to the Secretary of State,
• have direct control over economic as

sistance and ESF program
implementation and

• coalesce and integrate the various
components of the mutual coopera
tion program.

Establish a New Consultative
Group
Another major organizational recommen
dation concerns the establishment of a
small, informal legislative-executive
branch consultative group. It is abso
lutely essential that some means be
found to increase Congressional con
fidence in the Executive Branch's
stewardship of the mutual assistance
program. Without resolution of this fun
damental problem, the mutual assistance
program is doomed to lower budget lev
els, stopgap funding, uncertainty and
legislative restrictions that impede effec
tive management.

We recognize that no Administration or
Congress can be tied by the informal
advice exchanged through a joint legis
lative-executive branch group such as we
propose. Nor do we advocate changes in
the present committee responsibilities
for the mutual assistance program. The
Commission recognizes that a substan
tial amount of consultation takes place
today. However, we believe that con
sultation through existing channels
needs to be strengthened and an addi
tional mechanism should be established
for consultation that will afford greater
cohesion and effectiveness in the total
governmental decision-making process.

This issue created a major dilemma for
the Commission. We all agreed on the
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need for informal consultation. We also
recognized the impossibility and the un
desirability of establishing an unman
ageably large group. The logical con
clusion was therefore to recommend the
formation of a group with a flexible
membership, the composition of which
would vary depending on the agenda to
be discussed. We envisage a core group
consisting of representatives of the Ex
ecutive Branch and appropriate represen
tatives of the committees of the House
and Senate that are currently responsible
for overseeing this program. It is impor
tant, however, to keep attendance at all
meetings small enough to insure infor
mality and confidentiality.

We believe that an agenda can be
developed informally, with each member
of the group encouraged to suggest
items for discussion. That agenda should
include an annual review of the Admini
stration's contemplated budget levels,
discussions of forthcoming base rights or
other negotiations that might eventually
require special financial support and a
review of contingency situations as they
arise. This group can be particularly
effective in determining the tolerable
limits of budget requests and the possi
ble mix of programs that will make the
total more acceptable to Congress. It is
vital that consultations occur with some
frequency and that surprise Admin
istrative action be avoided. Responsibility
for ensuring maximum use of the consul
tative group should fall on the Executive
Branch, although Congressional mem
bers must also contribuJe to its effec
tiveness by raising items for discussion.

In addition to increasing Congres
sional understanding, support and
confidence in the management of the
mutual cooperation program, it is the
Commission's hope that as executive-

legislative branch confidence grows
through the operations of the con
sultative group, some present legislative
restrictions might be deleted. Further
more, we believe that the existence of a
consultative group would enable Con
gress to have greater and more timely
influence on the Administrative decision
making process, particularly on urgent
and sensitive issues that require the use
of mutual assistance program resources.
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During the course of the Commis
sion's discussions, a number of
important considerations and

reservations were expressed that we be
lieve merit recording in this document.
They generally fall under the following
major headings.

The Structure and Focus of Mutual
Assistance Programs

Several Commission members expressed
the view that our economic assistance
programs, both bilateral and multilateral
inadequately support U.S. foreign policy. ,
They believe that failure to remedy this
deficiency will result in a continued lack
of support and that recommendations
for the establishment of a Mutual Devel
opment and Security Administration,
consultative groups, a White House con
ference. and citizens' network will be
largely unavailing without emphasizing
foreign policy goals, including exporting
the American ideals of freedom, democ
racy and free enterprise.

Specifically, they cite a recent Sin
dlinger poll which indicates that a
majority of Americans will support bilat
eral assistance if it is perceived to serve
our national interests. In the wake of
billions of dollars in foreign assistance
expenditures in past decades, our relative
isolation at the United Nations and else
where is symptomatic of the pressing
need for a fresh approach.

These members regret that the Com
mission did not critically evaluate the
effects of what they believe to be a
seriously flawed philosophy which has
provided the basis for much of the "Basic
Human Needs" approach to Develop
ment Assistance in recent years. They
also believe that a focus on resource
transfers will not produce growth-ori
ented policies in recipient countries.
Such growth-oriented policies have al-

ready dramatically improved the quality
of life in those countries adopting them.

Proposal to Increase Concessionallty
in Military Credits

A number of Commission members be
lieve that there is generally a stronger
case for proViding limited concessional
resources in the form of economic rather
than military aid. They argued that con
cessional economic assistance can, if
properly applied, produce an economic
or financial return on the original invest
ment that fosters additional productive
economic growth. By way of contrast.
military expenditures are typically not as
productive in economic terms.

No nation can neglect its legitimate
defense needs. Clearly, such expenditures
are often justified. However, developing
nations must be particularly careful not
to overspend on national defense given
their limited resources and their very
serious developmental problems. In the
view of some members, concessional
military aid can be justified only when a
recipient nation faces a serious security
threat and cannot meet its legitimate
defense needs without concessional as
sistance. These members also argued'
that cost-of-money loans often have a
desirable effect as they encourage recip
ient governments to think through more
carefully the true economic costs of mili
tary spending.

Finally, recognizing that the Commis
sion was operating under severe time
constraints and was unable to examine
these issues, a number of Commission
members believe that the Administration
and Congress should address a number
of additional important questions regard
ing our foreign military aid programs,
including the following:

(I) To what extent has U.S. security as-
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sistance reinforced the authority of
the military in developing nations,
and what implications does this have
for the promotion of democratic in~

stitutions and the enhancement of
basic human rights?

(2) To what extent does u.s. security as
sistance encourage developing
nations to maintain larger military
establishments than they need or
can afford unassisted?

(3) Assuming that existing or con~

templated base and access right
agreements are needed to project
U.S. power and influence abroad, to
what extent is the compensation
paid or proposed to be paid by the
United States for such agreements
fair and reasonable?

Evaluation of Bilateral Programs and
Adequacy of Current Assistance
Levels

The Commission found that the task of
evaluating the effectiveness of our bilat~

eral programs in terms of overall foreign
policy objectives was too great to accom~

plish with the time and resources
available. While we were able to con~

c1ude that our military and economic
assistance programs are generally effec
tive in meeting our objectives, we could
not substantiate that conclusion in de~

taiL program by program, given the
variety of programs and the lack of estab
lished criteria to evaluate them.

We believe that more flexibility in the
use of long~rangedevelopment assist
ance would make better use of current
levels. We acknowledge that there may be
other ways to improve effectiveness and
urge an expanded evaluation of individ
ual programs, preferably under the aegis
of MDSA. While we reached the general
consensus that current funding levels are
inadequate, given current and projected

requirements, some members had some
reservations about recommending in
creases in programs that had not been
fully evaluated. Others believed that spe
cific programs should be increased - for
example, concessional military assist
ance and PL. 480 - or that new
programs should be established or advo
cated for such areas as sub-Saharan
Africa and Central America. Still others
believed that. regardless of merit, overall
budgetary constraints and domestic
needs argued against recommending any
general increases. At the same time, sev~

eral members found that the increases in
concessional military credits were incon
sistent with continued low real levels of
funding for development assistance.

Evaluation of Multilateral Assistance
Programs

We did not have a mandate to evaluate
the programs of the Multilateral Develop~
ment Banks or the U.N. development
related programs, nor did we have the
resources to do so. There was general
consensus that the MOBs are making a
positive and effective contribution and
that the increased proportion of our de~

velopment funds going to multilateral
assistance in recent years has been war~

ranted, although some believe that
greater relative emphasis should now be
given to bJiateral programs. Some mem~

bers also questioned whether the MOB
programs had too much bias toward the
public sector and whether some of the
banks are any more effective in achieving
policy reforms or in project implementa~
tion than are our bilateral programs. We
were not able to evaluate U.N. programs,
which some members believed are un~

even in performance and too politicized.
An evaluation of those programs in con~

cert with other participating countries
would be in order. There was sentiment

that growth in the mutual assistance
accounts, should it occur, should empha~

size bilateral efforts.

Proposal to Establish an MDSA

The proposal to establish an MDSA to
coordinate and administer mutual as~
sistance programs was discussed at
length among the Commissioners and
with Administration officials. Some be~

lieved that present coordination efforts
are working satisfactorily and should not
be disturbed by introducing potentially
divisive bureaucratic reorganization pro
posals that would, in their vie'N. detract
from improving programs and disrupt
existing communications and
coordination.

Several Commission members be~

lieved that, in order for the MDSA
concept to make greater sense, the in
stitution must be responsible for
instructing U.S. executive directors of the
MOBs on the advice of the Department
of the Treasury rather than vice versa as
is currently the case. Concern that such a
suggestion would never be accepted by
Treasury wasan important factor in the
Commission's choosing not to so recom
mend, in spite of strong views on the
part of many Commission members.

It was also suggested that if a reorgan
ization were to take place, the mutual
assistance programs should be moved to
the Department of State so that foreign
assistance could be placed closer to U.S.
foreign policy. This suggestion envisages
the addition of a Deputy Secretary for
Foreign Assistance. Reporting to this indi~

vidual would be an Under Secretary of
Economic Assistance who would com
plement the Under Secretary for Security
Assistance already in place at the State
Department. Opinion was rather sharply
divided over the question of whether the
MDSA should go further and include more
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direct authority over P.L. 480 and u.s.
participation in the multilateral develop
ment banks.

Citizens' Network Proposal

The view that no public funds should be
used to support a citizens' network was
held strongly by most members. There
was concern, however, that sufficient pri
vate funds would not be forthcoming. A
suggestion was made that a bloc grant
could be given without detriment to the
independent. private nature of the net
work and its activities.

In endorsing the idea of a White
House conference. the Commission rec
ognized that this approach is not always
successful in meeting its objectives and
can even be counterproductive. Some
were not in favor of the recommendation.

Debt Repayment for Development

In examining what should be done con
cerning existing developing country
debts to the United States, it was pro
posed that the 36 countries - desig- .
nated as the least-developed countries
by the United Nations - should have the
option for repayment in local currencies.
This repayment would be conditioned on
the implementation or supervision of the
development programs by private volun
tary agencies, cooperatives and other
parts of the private sector.

The advantage of the proposed loan
repayment, involving less than $45 mil
lion in all, is that the least-developed
countries would have the option of mak
ing full repayment of their official debts
to the U.S. Government in domestic cur
rencies. These currencies could be used
in ongoing programs by the private vol
untary organizations and cooperatives.
The private sector business operations in
some of these countries could also
benefit.
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The ongoing programs include agri
cultural development, conservation and
irrigation projects; village water systems;
small fisheries; agricultural credit; low
cost self-help housing; health programs
and clinics; and other AID-related
programs.
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U.S. Agency for International Development. Establlshed in 1961, AID is the principal
U.S. Government agency responsible for the design and implementation of U.S.
development assistance programs and policies and the administration of ESF

Proposed by President Kennedy, the Alliance Progress was brought into being in
August 1961. Dedicated to improving the social. political and economic well~being of
the peoples of the Americas largely through social and economic development, the
Alliance represented an alternative to radical approaches to development. The
program continued through the early 1970s.

Passed in 1976. this legislation provides the Control Act basic authority for foreign
military sales.

A mutual security pact among Australia, New Zealand and the United States.

"Camp David" refers to the U.S.-hosted process of Egypt~lsrael peace negotiations.
which led to the 1979 Egyptian~lsraeli peace accords.

U.S. Commodity Credit Corporation. The CCC is the principal financing facility of the
U.S. Department of Agriculture. funding most domestic commodity price support and
export programs. The largest export program, the Export Credit Guarantee Program,
guarantees repayment of commercial credit extended by private banks to finance the
sale of U.S. agricultural commodities overseas.

The Clay Committee was appointed in December 1962 by President Kennedy to
conduct an examination of U.S. foreign assistance policies.

Conditionality refers to the requirements that lending institutions and aid agencies
link to country borrowings or grants. Conditionality has become a common feature of
lending by the IMF and others to countries with long-standing economic disequilibria.

Development Assistance Committee of the Organization for Economic Cooperation
and Development. This consultative group periodically reviews the amount and
nature of members' contributions to assistance programs.

Development Coordinating Committee. The DCC was established under the Ford
Administration to advise the President with respect to the coordination of U.S.
economic assistance policies and programs.

Debt service is the sum of current interest plus scheduled repayment of principal on
a loan.

Disaster Assistance is a category of U.S. economic assistance used to provide for the
relief of people and countries affected by natural and man~made disasters.

The Draper Committee was appointed by President Eisenhower in 1958 to examine
U.S. military and economic assistance programs.

Defense Security Assistance Agency. Established in 1971 and reporting to the Under
Secretary of Defense for Policy, DSM directs. administers and supervises the
execution of approved military assistance programs such as MAP, IMET and FMSCR.

Commonly referred to as the European Economic Community or the Common
Market. the EEC is primarily an economic association of Western European countries
established by the Treaty of Rome in 1957. The members of the EEC are: Belgium,
Denmark, Federal Republic of Germany, France. Greece, Ireland. Italy, Luxembourg, The
Netherlands. and the United Kingdom.

Economic Support Fund. A component of the U.S. security assistance program, ESF is
commonly used to assist recipient countries with short-run economic. political and
development needs. It is the successor fund to U.S. Security Supporting Assistance.

U.S. Export-Import Bank. The EXlM Bank is an Executive Branch agency that aids in
financing and facilitating U.S. exports. Interest rates charged are usually non~

concessional. I.e., at the "cost of money" to the U.S. Treasury
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Foreign Assistance Act of 1961. This legislation established the basis for the current
framework of U.S. economic and security assistance programs. Beginning in 1968,
however, a number of legislative steps were taken to consolidate legislation relating to
U.S. arms sales under a separate legislative authority This process was completed
with the passage of the Arms Export Control Act in 1976.

Federal Financing Bank. Created in 1973, the bank purchases the debt and gu~ranteed

obligations of federal agencies and private borrowers, substituting its own borrowing
for that of the agencies.

Foreign Military Sales. FMS comprises all sales of equipment and services to foreign
governments and international organizations by the U.S. Government.

Foreign Military Sales Credits is the common term covering both direct and
guaranteed loans made under the Foreign Military Sales Financing Program.

A Foreign Military Sales Direct Loan is a loan to a foreign government for the
purchase of U.S. military goods and services made by the Department of Defense
with on-budget funds.

An FMS Direct Forgiven Loan is a direct loan that releases the recipient from the
repayment of any principal or interest charges. These loans require appropriaton of
the principal amounts, which become on-budget outlays.

An FMS Guaranteed Loan is an off-budget loan to a foreign government made by the
Federal Financing Bank for the purpose of facilitating the purchase of U.S. military
goods and services. These loans carry an interest rate based on the long-term cost of
U.S. 1teasury borrowing plus a one-eighth percent administra~ive fee.

Grant element refers to the present value of the interest subsidy applied to official
U.S. Government loans.

U.S. Government and Relief in Occupied Areas. GARIOA was established in 1946 to
fund u.s. postwar activities associated with the government and the rehabilitation of
areas occupied by the Allies at the conclusion of World War II.

u.S. Guarantee Reserve Fund. This fund was established by the Congress to cover late
payments and reschedulings of u.S. foreign r;nilitary sales guaranteed loans.

International Development Association. IDA is the "soft-loan" or concessionallending
arm of the International Bank for Reconstruction and Development (the world Bank)
responsible for the provision of highly concessional loan funds to the poorest of the
developing countries.

International Development Cooperation Agency. The IDCA was established in 1979 to
coordinate u.S. economic assistance efforts.

The International Finance Corporation, affiliated with the World Bank Group, serves
as a catalyst for private investment in developing countries by providing technical
assistance, particularly for capital market development; by providing equity and loan
financing; and by mobilizing private capital through participation and other co
financing techniques.

International Military Education and 1taining Program. Authorized as a separate
program in FY 1976 by an amendment to the Foreign Assistance Act of 1961, IMET
provides foreign military personnel with instruction in U.S. military doctrine, training
and procedures.

International Narcotics Control. This is a category of u.S. economic assistance
designed to further international cooperation in an attempt to put an end to the illicit
production and smuggling of dangerous drugs.

International Monetary Fund. The IMF is an international financial institution that
provides funds to member countries to help correct temporary balance-of-payments
disequilibria.

61



IRO

LDCs

LLDCs

LICs

MAP

MARSHALL PLAN

MOM

MOB

MDSA

MICs

MILITARY GRANT

MIXED CREDITS

MSA

NEW DIRECTIONS

62

International Refugee Organization (see UNRRA).

Less developed countries. LDC is a term most commonly used to contrast developing
with developed countries.

Least developed countries. LLDCsare countries with very low per capita incomes (in
1980). This term is used primarily by the U.N., which determines from time to time the
30 or so countries to which it applies. It is essentially equivalent in meaning to the
term LIC.

Low income countries. LICs are countries with per capita incomes (in 1980) under
$400 per annum, as shown in the World Bank Annual Development Report of 1983.
This definition is accepted by the DAC.

Military Assistance Program. MAP is a program that transfers military equipment and
services at no charge to the recipient.

Established in 1948, the plan was the principal component of the United States'
European Recovery Program. More than $13 billion in U.S. foreign economic
assistance was provided to mernber countries for the purposes of capital
reconstruction and economic recovery in the years 1948~ 1952.

Mutual Defense Assistance Act of 1949. The MOM established the Military Assistance
Program (MAP) and created the authority for foreign military cash sales of U.S.
military equipment and services. Activities authorized by the Act are also known as
the Mutual Defense Assistance Program (MDAP).

Multilateral Development Bank(s). MOBs are international financial institutions,
supported by contributions from subscribing countries and borrowings on the
international money market, which provide loan funds on concessional and non~

concessional terms to developing countries. The MOBs include the International Bank
for Reconstruction and Development (the World Bank) and other regional develop~
ment banks.

Mutual Development and Security Administration. If established, this agency would
be responsible for foreign assistance budgeting, review and evaluation. Additionally,
MDSA would conduct activities and programs funded by Development Assistance,
ESF and available local currencies.

Middle income countries. MICs are developing countries (other than NICS and OPEC
countries) with 1980 per capita incomes between $400 and 1700 per annum. This
determination is based on data in the World Bank Annual Development Report of
1983.

Military grant is the common term used to refer to MAP and FMS Direct Forgiven
Loans.

Mixed credits refers to any loan that contains concessional funds mixed with EXIM
bank and/or private bank loans. Such a mixing results in an effective interest rate that
is lower than the market rate of interest. It may also have a more attractive grace and
repayment period than a market loan.

Mutual Security Act of 1951. The MSA established the Mutual Security Program (MSP),
which incorporated most of the then existing programs of economic and military
assistance into one program for legislative purposes. In 1954 the Act was amended to
establish the basis for Foreign Military Credit Sales.

"New Directions" refers to the policies authorized by the 1973 Foreign Assistance Act
that emphasize targeting of U.S. economic assistance on the poor majorities of the
developing countries. Oriented toward micro~level projects, predominantly in rural
areas, New Directions programs give high priority to distributional objectives, such as
improved income distribution, and participation in decision~making.
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Newly industrialized countries. NICs are countries at a relatively advanced level of
economic development with substantial and dynamic industrial sectors and close
links to the international trade, finance and investment system. Among the NICs are
such countries as Argentina, Brazil, Greece and Mexico.

Official Development Assistance. ODA is the designation used by the OECD's
Development Assistance Committee to describe bilateral and multilateral aid. For
foreign aid to be counted as Official Development Assistance it must: (a) be provided
to a country on the OECD list of less~developedcountries or to a multilateral
institution that provides development assistance to such countries; (b) be provided to
promote economic development and well~being; and (c) contain a "grant element" of
at least 25 percent.

Organization for Economic Cooperation and Development. An organization of devel~
oped countries established in 1960. The mernbers of 0 ECD are Australia, Austria,
Belgium, Canada, Denmark, Finland, France, the Federal Republic of Germany, Greece,
Iceland, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway,
Portugal, Spain, Sweden, Switzerland, llIrkey, the United Kingdom and the United
States.

Off~budget outlays are outlays of federal entities that do not require appropriations
from Congress. However, these outlays are a part of total government spending and
must be authorized by law

On~budget outlays are outlays that are both authorized and appropriated in the
federal budget.

Overseas Private Investment Corporation. OPIC has the responsibility for mobilizing
and facilitating the participation of United States private capital and technical labor in
friendly developing countries. OPIC conducts financing, insurance and reinsurance
operations.

The Peace Corps is an independent agency of the Executive Branch that provides U.S.
volunteers to assist developing countries.

The Presidential Task Force on International Commission Development. Established
in 1969, this was the most recent government-sponsored public examination of U.S.
foreign aid policies and programs prior to the appointment of the Commission on
Security and Economic Assistance by Secretary of State Shultz in February 1983.

Peacekeeping Operations. PKO provides U.S. resources to friendly countries and
international organizations for legitimate peacekeeping operations.

Also known as the Food for Peace Program, P.L. 480 is the Agriculturalltade
Development and Assistance Act of 1954. Title I of the act provides concessionalloans
to developing countries for the purchase of U.S. agricultural commodities. Title II
offers food donations to meet famine or other urgent relief needs, combat malnutri
tion and promote economic and community development. Title III offers forgiveness
of Title I debt provided the recipient country uses the local currencies generated by
the sale of the commodities for programs of agricultural and rural development,
nutrition. health services or population planning.

Authorized in 1950, the Point Four or Technical Assistance Program represented the
United States' first full-fledged effort to aid less~developed countries.

Program assistance deals with broad economic problems. or particular economic
sectors such as agriculture, in recipient countries. Program assistance is usually
provided in the form of foreign exchange and import funding, thereby providing
balance~of~payments support.

Project assistance refers to assistance that addresses specific and clearly delineated
developmental activities in recipient countries.
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Private and voluntary organization. PVOs cooperate with donor agencies in the
provision of project-level services related to the on-going developmental objectives of
donor and recipient governments. In the United States' assistance process, PVOs also
administer PL. 480 Title II programs. Though based in and partly financed by the
private sector, PVOs generally receive substantial official support from donor
governments.

The Retroactive Terms Adjustment program, authorized by the Congress in 1978,
authorizes debt relief for the least developed countries (LLDCs) that can range from
outright loan forgiveness to the forgiveness of dollar payments only. To date RTA has
not received appropriated funds needed for its implementation.

Security Supporting Assistance. Prior to 1978, SSA was used to assist recipient
countries with special economic, political and developmental needs. SSA was retitled
as "Economic Support Fund" and modified in purpose in 1978.

ltade and Development Program. TOP finances design and planning services that can
lead to additional U.S. exports and contracts for U.S. firms.

ltade Financing Facility. The TFF is designed to promote U.S. trade by assisting U.S.
exporters in the packaging of competitive credit terms for the purchase of U.S. goods
and services. The program is currently limited to Egypt.

United Nations Development Program. Established in 1966, the UNDP is a central
coordination mechanism and fund for the financing of the technical cooperation
activities of the United Nations development assistance system.

The office of the United Nations High Commissioner for Refugees (see UNRRA).

U.N. Relief and Rehabilitation Administration. Established in 1943, UNRRA was the
principal international humanitarian organization responsible for the care of refugees
and displaced persons during and immediately following World War II. Its functions
were taken over in 1946 by the International Refugee Organization that was active
until 1952. Today these activities are the responsibility of the office of the United
Nations High Commissioner for Refugees established in 1951.

In the context of u.s. and other Western assistance programs, the following
geographic definitions are in general use in this report.

All countries south of the Sahara, excluding the Republic of South Africa.

All of South and Central America and the countries of the Caribbean.

All countries east of the Burma/Bangladesh border and the Pacific islands. Does not
include Australia, New Zealand and their dependencies.

See Asia.

Algeria, Egypt, Libya, Morocco and 'funisia to Asia the west, Iran and all of South Asia
to the Bangladesh/Burma border.

Includes all of the non-Communist countries of continental Europe plus Cyprus,
Iceland, Ireland, Malta, 'furkey and the United Kingdom.
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Date

May 13.1983

May 26,1983

June 13, 1983

June 27, 1983

Place

Rayburn House Office
Building

Washington. D.C.

Wadsworth Room
Center for Strategic

and International
Studies

Georgetown University
Washington, D.C.

Hall of Nations
Georgetown University
Washington. D.C.

Dirksen Senate Office
Building

Washington. D.C.

Oral Testimony

Dr. Peter Nelsen
Chairman. International Development Institute

Caleb Rossiter
Assistant Professor of Policy Analysis. Cornell

University-in-Washington Program, Center for
International Policy

Kenneth D. Naden
President, Volunteer Development Corps

Dr. Herbert Dodge
Agency for International Development (retired)

Paul Kittlaus
Chair; Interreligious Task Force on U.S. Food Policy

Dr. Carl Taylor
Professor, Department of International Health,

Johns Hopkins School of Hygiene and Public
Health

Bruce Cuthbertson
Vice President, Association of American Chambers of

Commerce in Latin America

Presentation

George P. Shultz
Secretary of State

William Schneider, Jr.
Under Secretar~ of State for Securit~ Assistance.

Science and Technology

M. Peter McPherson
Administrator; Agency for International Development

Lieutenant General Phillip Gast
Director; Defense Security Agency

Francis J. West. Jr.
Senior Securit~ Advisor;

Commission on Security and Economic Assistance

M. Peter McPherson
Administrator; Agency for International Development

Dr. Elliott Berg
Senior Economic Advisor; Commission on Security and

Economic Assistance

AW. Clausen
President, The World Bank
Loret Miller Ruppe
Director; Peace Corps

Dr. Clifton R. Wharton. Jr.
Chancellor; State University of

New York System

Dr. Jerome R. La Pittus
Economic Advisor; Commission on Security and

Economic Assistance

Francis J. West, Jr.
Senior Security Advisor; Commission on Security and

Economic Assistance

Dr. Elliot Berg
Senior Economic Advisor, Commission on Security and

Economic Assistance



Event

Public
Hearing

Date

July I I, 1983

Place

Hall of Nations
Georgetown University
Washington, D.C.

Oral Testimony

Virginia Hammell
Project Director; Association for Women in

Development

Elise Fiber Smith
President, Private Agencies in International

Development

Dr. Robert L. Clodius
President, National Association

of State Universities and Land-Grant Colleges

James P Grant
Executive Director; United Nations Children's Fund

Dr. Michael J. Schultheis
Economist, Center of Concern

John W Sewell
President, Overseas Development Council

Dr. Melvyn B. Krauss
Senior Fellow, Hoover

Institution, Stanford University

John H. Moore
Liaison to the United Nations
U.S. Committee, International Council on Social

Welfare

Jerome C. Glenn
Futures Officer; Partnership

for Productivity, International

Dr. Philip Johnston
Executive Director; CARE

Paul Nelson
Issue Analyst, Bread for the World

Peter S. Thacher
Distinguished Fellow, World Resources Institute

Dr. Audrey C. Smock
Secretary, World Issues Office
United Church Board for World Ministries
Vern Moore
Chairman, Advisory Committee

on Overseas Cooperative Development

D. Woods Thomas
Director; International Programs in Agriculture
Purdue University

Daniel E. Shaughnessy
President, Export Processing

Industry Coalition

Carl Ek
Legislative Assistant for
George W. Stone
(President, National Farmers Union)

Dr. Irene Tinker
Director; Equity Policy Center
Coalition for Women in International Development

Anne H. Cahn
Director; The Committee for National Security

Joel Johnson
American League for Exports

and Security Assistance

Howard M. Fish
Vice President - International
Vought Corporation

Frank C. Ballance
President Action for World Development

Presentation
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Event Date Place Oral Testimony

J. Allen Hovey, Jr.

Dr. Jules LaPidus
Dean, Graduate School
Ohio State University
International Educational Exchange Liaison Group

Barbara Weaver
Executive Secretary for Development Education
Women's Division
General Board of Global Ministries ofThe United

Methodist Church

Presentation

Full Commission July 18,1983
Meeting

Russell Senate Office
Building

Washington, D. C.

Representative Matthew EMcHugh

Senator Robert W. Kasten, Jr.

Daniel Amstutz
Under Secretary of Agriculture

M. Peter McPherson
Administrator. Agency for International Development

Dr. John P Lewis
Chairman, IBRD~IMF Task Force

on Concessional Flows

Dr. Clifton R. Wharton, Jr.
Chancellor. State University of New York System

John K. Wilhelm
Executive Director. Commission on Security and

Economic Assistance

Full
Commission
Meeting

September 12,1983 Rayburn House Office
Building

Washington,D.C.

Laurence H. Silberman
Managing Partner. Morrison & Foerster

Nicholas E Brady
Chairman, Dillon Read & Company, Inc.

Dr. Edwin J. Feulner, Jr.
President, The Heritage Foundation

Dr. Clifton R. Wharton, Jr.
Chancellor. State University of New York System

John K. Wilhelm
Executive Director. Commission on Security and

Economic Assistance

Full October 3,1983 Russell Senate Office
Commission Building
Meeting Washington,D.C.

Full November 14,1983 Longworth House
Commission Office Building
Meeting Washington,D.C.

Seminars held in conjunction with Georgetown University's Center for Strategic and [nternational Studies:
"New Directions Reconsidered" (August [7, 1983)
"Views of U.S. Aid Recipients" (August 24, 1983)
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APPENDIX II. PAPERS PROVIDED TO THE COMMISSION

ISSUES AND BACKGROUND

Patrick Demongeot
Robert M. Baker

Jerome R. La Pittus
Jerome R. La Pittus
Elliot Berg
Frederick E. Blott
Peace Corps Staff

Steven A. HiIdreth
Mark Richard Lundell
Mark Richard Lundell
Addeane Calleigh

Francis J. West
Francis 1. West
Francis 1. West

Christine M. Viezens

David L. Wallace, Jr.
Alexandra Willson

Mark Richard Lundell

Jerome R. La Pittus
Paul Greenough

Thomas Stern

OTHER DONORS

"The Economic Assistance Programs of Selected
Major Donors Other Than the U.S."

"West German Development Assistance: ltansition
and Continuity"

"British Economic Assistance"
"The Foreign Economic Assistance Programs of the

EEC"
"Japanese Foreign Economic Assistance"
"French Economic Assistance"
"Swedish Economic Assistance"
"Economic Assistance Programs of the Islamic

Members of OPEC"
"U.N. System Development Assistance"
"Multilateral Development Banks"

Constituencies

"A Constituency for Foreign Assistance" Andrew E. Rice and
Gordon Donald, Jr.

"Some Ways to get Conservative Support for Foreign Bruce M. Rickerson
Assistance"

"Recommendations to the Commission Regarding a Wallace J. Campbell
Constituency for U. S. Foreign Assistance and

Long- Range Development Education"

Economic and MlIltary Assistance Programs

"Major Foreign Assistance Programs"
ECONOMIC AND MILITARY
ASSISTANCE BUDGETS - FY 1980-FY 1988
(TABLE)

"The Programming-Budgetary System for Security
and Economic Assistance Programs"

"The Security Setting"
"Security Assistance: ltends, Programs and Issues"
"The Effectiveness of Military Assistance as an

Instrument of U.S. Foreign Policy"

"Links between Military and Economic Assistance"
"Some Key Issues Related to Economic Assistance"
"The Effectiveness of Economic Assistance"
"P.L. 480 Issues for Commission Consideration"
"Peace Corps: General Statement for the

Commission"

Jerome R. La Pittus

John K. Wilhelm

Reginald J. Brown
Robert L. Lurensky
Marci Kenney
Antonio 1. Macone
Sharon Erdkamp Ahmad

Frederick E. Blatt

Charles E. Hanrahan
Francis Urban
Larry Deaton
Richard Kennedy
Renee Harris Yates

Douglas A. Evans

Donald S. Brown
David Wallace

Interagency Ad Hoc
Committee

Commission StaffScope of Work

Objectives of the Commission
Previous Commissions on Foreign Assistance: An

Evolution of Thought
Summaries of Seminars; "New Directions

Reconsidered" and "Views of U.S. Aid
Recipients"

Issue papers prepared by Commission staff:
"The Relevance of Foreign Assistance in the 1980s"
"What is the Definition of Foreign Assistance?"
"Concessionality in Military Assistance"
"The Role of Economic Assistance"
"Long-term versus Short-term Orientation"
"Multilateral and International Assistance"
"Financing Base and Related Military Rights"
"The Private Sector"
"New Initiatives"

REPORTS OF THE TASK FORCES

Report of the Task Force on Goals and Objectives
Report of the Task Force on Process
Report of the Task Force on Economic Assistance
Report of the Task Force on the Economic Support Fund
Report of the Task Force on Military Assistance
Draft Commission Reports: September 28, October 20, and November 8 (1983)

U. S. Trade and Export Promotion

"U.S.ltade with LDCs in the 1980s"
"Comments on Export Promotion"
"Generalized System of Preferences"
"Common Fund for Commodities"
"The Eximbank and Its Relevance to Developing

Countries"
"U. S. Department of Agriculture Commercial Export

Program"
"Options for Enhancing the ltade Promotion

Aspects of AI0"
"Mixed Credits"

"LDC External Debt"

Scope and Issues

Background Document

World Economic Conditions and Debt Problems

"Economic Outlook for the 1980s and Implications Reginaldl Brown
for Assistance Strategy

"The World Food Situation and Prospects to 1990:
Implications for Development Assistance"
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WRITIEN TESTIMONY

Title or Statement of Content

GuideUnes to maximize economic returns to
United States and benefits to recipient
nations

Constituency for international development.
its weakness and possibilities

Major issues facing U.S. security assistance
programs

Place for improved domestic policies, free
trade and improved capital flows

Underlying need for foreign aid, evaluation
of economic assistance, role of military
assistance

Review of "practical. pragmatic results" of
U.S. foreign assistance

Importance of U.S. assistance in Korea's
economic development

Role of private, voluntary agencies; role of
and suggestions for improving role of PL.
480

"Impact of PL. 480 Programs"

Critique of some forms of U.S. Government
foreign aid spending

Support for foreign assistance which benefits
the poor and promotes self~sufficiency

Guidelines to help friendly nations acquire
necessary weaponry to effect their security

"Current Issues in Development Economics"

Private enterprise~oriented, holistic plan for
development in the Caribbean Basin

Opportunities which now exist to make
unexpected progress in the well~beingof the
world's poorest and most vulnerable people
- children and mothers - at relatively low
cost; also booklet, The State of the World's
Children 1982~83

Issues relevant to the position of women in
developing countries

Outline of suggested changes in
disbursement of U.S. assistance

"The Foreign Aid 'Constituency' and the
Prospects of Grass Roots Support." report on
nationwide feasibility study on grassroots
understanding and support of foreign aid
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Author

John Baize, Washington Program
Manager, American Soybean
Association

Frank C. Ballance, President, Action
for World Development

Anne H. Cahn, Director, The
Committee for National Security

A. W. Clausen, President, The Workt
Bank

Bruce Cuthbertson, Vice President,
Association of American Chambers
of Commerce in Latin America

C. de Bedts. Vice President,
International Marketing, Lockheed
Corporation

Richard A. Derham, Acting
Assistant Administrator, Program
and Policy Coordination, Agency for
International Development

Fred Devine, Chairman, Committee
on Material Resources, American
Council ofVoluntary Agencies for
Foreign Service, Inc.

Stephen B. Dewhurst. Office of
Budget and Program Analysis,
U.S. Department of Agriculture

Dr. Herbert W Dodge, Agency for
International Development (retired)

Joyce Elhassani. Chair, International
Relations Committee, League of
Women Voters of South Carolina

Howard M. Fish, Vice President -
International. Vought Corporation

Robert A. Flammang, Professor of
Economics, Louisiana State
University

Jerome c. Glenn, Futures Officer,
Partnership for Productivity,
International

James P Grant, Executive Director,
UNICEE United Nations

Virginia Hammell, Project Director,
Association for Women in
Development

Susanne W Hewitt. President,
Newtown~Middletown League of
Women Voters

J. Allan Hovey. Jr., Ph.D.

Title or Statement of Content

Review of study, "The Third World: Premises
of U.S. Policy," advocating private enter~

prise~oriented aid and arguing that recipient
country governrnent~orientedaid actually
impedes economic development

Role of security assistance in U.S. foreign
policy

The role and tne importance of PL. 480

The importance of defining U.S. national
security interests in broad terms; also "A
Proposal for Systematic Review of the Effect
of Security Assistance 1tansfers on the
Primary Goals of U.S. Foreign Policy"

"Some Economic Effects of Foreign Aid"

"Investment in Human Capital: A Key Factor
in International Security and Economic
Assistance"

Summarizes goals and activities to
coordinate rural development throughout
the world; also booklet. Image

"U.S. Assistance, Israeli Allocation, and the
Arms Race in the Middle East: An Analysis of
Three Interdependent Resource Association
Processes," also "Foreign Assistance,
Investment, and Defense: A Methodological
Study with an Application to Israel 1960~79"

"The American Public Views World Hunger
and the U.S. Role in its Elimination,"study
released in 1979 arguing that Americans do
not connect world hunger with U.S.
economic and technical assistance

Statement of support for cooperation in
economic policies and development
assistance and for free trade to enhance
international economic and political security

"The Role of Cooperatives in Development"

Letter warning against over~emphasis on
humanitarian aid at the expense of the
development of economic infrastructure in
recipient countries

Letter stressing the importance of technical
cooperation and the value of multilateral
assistance

The work of the Volunteer Development
Corps and its place in the foreign assistance
program in the United States

Description of new development center; and
an analysis of constraints to development

Author

Institute for Contemporary
Studies

Joel Johnson, American League for
Exports and Security Assistance

Dr. Philip Johnston, Executive
Director, CARE

Paul Kittlaus, Chair, Interreligious
Task Force on U.S. Food Policy

Dr. Melvyn B. Krauss, Hoover
Institution, Stanford University

Dr. Jules Lapidus, Dean, Graduate
School. Ohio State University

Sir James Lindsay, Convenor,
International Exposition of Rural
Development, c/o Marianne Mann,
The Institute of Cultural Nfairs

Martin C. McGuire, Professor,
Department of Economics,
University of Maryland

Market Opinion Research

John H. Moore, Liaison to the United
Nations, International Council on
Social Welfare, u.s. Committee

Vern Moore. Chairman, Advisory
Committee on Overseas Cooperative
Development

J. K. Morrison III. Director,
International Nfairs, American
Consulting Engineers Council

Bradford Morse, The Administrator,
United Nations Development
Programme

Kenneth D. Naden, President,
Volunteer Development Corps

Dr. Peter Nelsen, Chairman,
International Development Institute



Title or Statement of Content

"Four Key Points for Improving Foreign
Assistance"

Role of multilateral institutions in United
States' foreign policy goals

Strategies for U.s. foreign assistance; also
"Impact on Issues 1982~84"

Strategic aid programs' entanglement. both
fiscally and administratively, with authentic
development work

Role of the Peace Corps in U.S. foreign policy
objectives

U.S. development assistance directed toward
humanitarian and human rights goals,
entering more creatively into the
development process as defined by
developing nations, as the only road to
security

Relationship between economic and military
assistance and importance of Third World to
a range of u.s. interests; also "Future
Directions for U.S. Assistance Programs"

The importance of stressing self~interest

while trying to build a constituency for
foreign assistance

Importance of development assistance and
the role of private voluntary organizations

Need for aid to be based on humanitarian
and real needs without political!military
considerations

Author

Roy L. Prosterman and Jeffrey M.
Riedinger, University of
Washington School of Law

Ambassador Elliot Richardson,
Chairman, United Nations
Association of The United States of
America, Washington Office

Dorothy S. Ridings, President,
League ofWomen Voters of the
United States

Caleb Rossiter, Center for
International Policy and Assistant
Professor of Policy Analysis, Cornell
University~in- Washington Program

Loret Miller Ruppe. Director; Peace
Corps

Dr. Michael J. Schultheis.
Economist, Center of Concern

Dr. John W. Sewell, President,
Overseas Development Council

Daniel E. Shaughnessy, President,
Export Processing Industry
Coalition

Elise Fiber Smith, President, Private
Agencies in International
Development

Dr. Audrey C. Smock, Secretary,
World Issues Office, United Church
Board for World Ministries

Title or Statement of Content

Brief letter arguing for less military
assistance and more economic and
humanitarian aid in U.S. foreign assistance

Argument that technical assistance is more
effective than grants in the development
efforts of Third World countries

Food for Peace Program, with emphasis on
market development potential

"The Health and Nutrition Components of
u.s. Foreign Assistance"

U.s. interests in global economic
development. resource use, and
environmental conservation

"National Security and Economic
Development Assistance - The Case of the
Middle~lncomeCountries"

Newsletter (Vol. 3. No.1) summarizing
programs and activities

Need to recreate a constituency for u.s.
foreign assistance; importance of assuring
that substantial portion of U.S. assistance
goes to the poor.

"Foreign Military Sales (Arms ltansfers) 
Background and Issues;" review of the
history of and policies concerning arms
transfers

Limitations of AID in expediting overseas
development

Author

St. Martin's Evangelical Lutheran
Church, Pastors and Officers

Darwin E. Stolte, President, u.s.
Feed Grains Council

George W. Stone, President,
Natiottal Farmers Union

Carl E. Taylor, M.D., Professor;
Department of International Health,
Johns Hopkins School of Hygiene
and Public Health

Peter S. Thacher, Distinguished
Fellow. World Resources Institute

D. Woods Thomas, Director;
International Programs in
Agriculture, Purdue University

ltickle Up Program, Inc.

Barbara Weaver, Executive Secretary
for Development Education,
Women's Division, General Board of
Global Ministries, The United
Methodist Church

Nathan J. Weissman

Winston Wilson, President, U.S.
Wheat Associates
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APPENDIX III. COMMISSION TASK FORCES

Subject

Objectives of the Commission

Process

Economic Support Fund

All Other Economic Assistance

Military Assistance
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APPENDIX IV ESF AND MILITARY ASSISTANCE; EGYPT/ISRAEL, BASE RIGHTS AND RESIDUAL COUNTRIES
1970-1984 IN CONSTANT 1982 DOLLARS, MILLIONS

1970 1973 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

Economic Support Fund
TOTAL 1154 1252 2078 2381 2620 3085 2496 2536 2318 2770 2826 2714

To Egypt and Israel (0) (100) (978) (1500) (2128) (2133) (2069) (1939) (1706) (1577) (1462) (1389)
To Base Rights Countries (0) (104) (31) (55) (Ill) (426) (73) (217) (281) (392) (364) (226)
Residual (1154) (1048) (1069) (826) (381) (526) (354) (380) (331) (801) (1000) (1099)

Total Military Assistance 6588 10404 3312 4962 3218 3262 7594 2738 3698 4321 5727 5846

Military Assistance
Grants TOTAL 6427 9342 2044 1917 1125 1038 987 1014 972 1237 1528 1633
To Egypt and Israel (0) (0) (169) (1338) (742) (694) (639) (595) (535) (750) (1121) (907)
To Base Rights Countries (702) (498) (71) (96) (136) (138) (167) (125) (213) (88) (149) (273)
Residual (5725) (8844) (1804) (483) (247) (206) (181) (294) (224) (399) (258) (452)

Military Assistance Loans
at Cost of Money
TOTAL 161 1062 1268 3045 2093 2224 6607 1724 2726 3084 3742 4214
To Egypt and Israel (69) (600) (339) (1338) (742) (694) (5364) (595) (1552) (1550) (1762) (1810)
To Base Rights Countries (0) (156) (297) (469) (574) (631) (576) (616) (639) (843) (973) (1330)
Residual (92) (306) (632) (1239) (777) (899) (667) (514) (534) (691) (1010) (1073)
Net Military Residual 5817 9150 2436 1722 1024 1105 848 808 758 1090 1268 1525

SOURCE: The U. S. Agency for International Development. Department of Defense, Defense Security Assistance Agency.
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