;%44ﬂ7_20/

SN 5205

TRANSITION BRIEFING BOOK

Section I: Historical Overview

Section II: The U.S. Assistance Program

A.

B'

Section

Basic Components of U.S. Assistance
1. Bilateral Assistance

Development Assistance

Economic Security Fund Assistance

Food Aid (P.L. 480)
Military Assistance

2. MDB's
3. International Development Organizations

4. Development Assistance Through Facilitating
Trade and Investment

Methods of Financing

III: Worldwide Bilateral and Multilateral Aid

@ N

B.

Aid Flows of All Donors

Aid Flows from the Development Assistance
Committee (DAC) Countries

Section IV: Foreign Assistance Legislation

A,

B.

C.

D.

Section

Authorizing Legislation
Appropriations Legislation

Major Provisions of the Foreign Assistance
Act of 1961, as Amended

Other Legislation

V: Organization

A.

B.

Overview
IDCA Director's QOffice
A.I.D. (See Separate Book)

Functions of A.I.D. Washington Bureaus and
Offices ‘

Functions of A.I.D. Overseas Organizations

Advisory Committees




U.S. Participation in MDB's
U.S. Food Aid

F. U.S. Participation in International Development
Organizations

G. Trade and Investment Assistance

Section VI: A.I.D. Operational Matters

A. The Budget Process
Programming System

Congressional Justification: The Congréssional
Presentation and Congressional Notifications

Operating Expense Budget
Funds Control
Project Implementation Process
Workforce
1. Resources
2. Constraints

3. Resource Allocation and Employment Control
System

4. Workforce Levels and Historic Trends
Personnel

1. The Systems—Foreign Service and General
Schedule

Labor Relations

Equal Employment Opportunity Program




SECTION I. HISTORICAL OVERVIEW

History of U.S. Economic Assistance Programs in Brief

The U.S. has multiple foreign policy objectives --
security, political, economic, developmental and human-
itarian.

U.S. economic assistance programs have been called upon
to address these different objectives in varyilng degrees,
and in different circumstances since the end of World

War II. Some highlights over the years in aid strategies
and programs are as follow:

1. Post-World War II Period and 1950s

During this period there was an urgent need to recon-
struct war-torn Western Europe through the Marshall
Plan, and to support other countries directly
threatened by Communist aggression. Starting in Greece
and Turkey, and later in Korea and Taiwan, enormous
amounts of U.S. military and economic security assis-
tance were provided to help these countries maintain
their independence and, as part of U.S. global strategy,
to check Communist expansion. Beginning with the Point
IV program, which was enunciated by President Truman

in his 1949 inaugural address, the U.S. also began to
provide technical and capital assistance to nearly all
developing independent nations. The international
assistance burden fell heavily upon the United States,
because few other industrialized nations had yet re-
covered sufficiently to be ahle to carry thelr share.

2. Decade of Development for the 1960s

The early 1960s witnessed the independence of scores
of countries from colonial rule. The U.S. Government
publicly announced that it was launching a "Decade of
Development" to help countries develop more rapidly,
and to participate more fully in the international
political and economic systems. The Agency for Inter-
national Development (A.I.D.) was established within
the State Department, combining into one organization
caplital development programs of the Development Loan
Fund, and the technical, capital, and supporting
assistance operations of A.I.D.'s predecessor organ-
ization (the International Cooperation Administration).




The Alliance for Progress for Latin America was
initiated in 1961 as was the Peace Corps, and the
1960s also witnessed very large development assis-
tance programs in India and Pakistan, as well as
multiyear aid commitments in Tunisia and Nigeria in
Africa.

Large resource transfers for major capital projects
and essential imports were provided in support of
multiyear development plans to accelerate investment
and economic growth, and help countries reach the
"take-off stage," which would bring economic benefilts
to all the people. PL 480 programs of commodity
support and food aid using America's abundant agri-
culture resources became an Iimportant part of the
total A.I.D. development involvement. Other nations
began to expand their participation in development
and the role of international institutions such as
the World BRank became increasingly significant.

3. Vietnam War and the Decline of Support for
Foreign Assistance '

In the aftermath of the Vietnam War, economic assis-
tance programs faced a growing U.S. public disillusion-
ment as to their effectiveness, and concern about the
wisdom of U.S. involvement throughout the world.
Despite the provision of substantial aid from the U.S.
and other donors, the problems of the developing world
appeared intractable. While our assistance programs
helped accelerate growth rates in the developing
countries in the 1960s (many LDCs experienced a more
raplid growth rate than developed countries at any
comparable period in their history), there were some
disturbing signs. The income disparities between rich
and poor populations in many developing countries
became worse; rapid increases in population growth
reduced per capita income growth, and in some countries
outstripped agricultural production. In addition,
assistance programs often emphasized investment which
was capital-intensive and ill-suited to help overcome
massive underemployment and unemployment found in much
of the developing world.

U.S. official development assistance (ODA) flows
declined sharply in real terms, and as a percentage of
our gross national product, fell to 2.29% in 1972, in




contrast to the period 1964-66 when U.S. assistance
flows amounted to 0.49% of our GNP. At the same

time, there were irapid increases in aid from a vast
international assistance framework of bilateral donors
and international lending institutions.

While the decrease in U.S. assistance reflected, in
large measure, disillusionment in the Congress over
Vietnam and questions about the effectiveness of
foreign assistance programs, it also reflected concern
about the U.S. international financial position,
balance of payments deficits and pressures on the dollar.

L, The Nixon Administration's Foreign Assistance
Program for the Seventies

In April 1971, the Administration sent legislation to
the Congress proposing a major transformation of
foreign assistance programs for the 1970s.

The Administration proposals were based upon the
recognition that

...the world has been changing dramaticaaly;
by the end of the 'Sixties, there was widespread
agreement that our programs for foreign assistance
had not kept up with these changes ang were losing
their effectiveness. This sentiment has been
reflected in declining foreign aid levels.

"The cause of this dcwnward drift is not that

the need for aid has diminished; nor is 1t that
our capacity to help other nations has diminished;
nor has Anmerica lost her humanitarian zeal; nor
have we turned inward and abandoned our pursuit

of peace and freedom in the world.

"The answer is not to stop foreign aid or to slash
it further. The answer 1is to reform our foreign
assistance programs and do our share to meet the
needs of the 'Seventies."

The Administration transmitted legislation to the Con-
gress to distinguish clearly between security and
development/humanitarian objectives, by creating
separate programs and organizational structures for




each. In the fall of 1971, when it was apparent that
the Congress was not going to act on the new foreign
assistance proposals, the Administration undertook

a series of internal reforms of A.I.D., starting from
the premise that A.I.D.'s precgram strategy and structure
needed to reflect U.S. availabilities and the develop-
ment needs and conditions of the 1970s including, inter
alia, that the developing countries had galned a better
perspective and understanding of their own problems,
and that these problems were more complex than origin-
ally thought and required more innovative approaches.

A.I.D.'s reform program included:

-- A more collaborative style of assistance, which
places the developing countries at the center of
~ the development process.

-—- Greater application of U.S. scientific and
technical advances in research, and development
of new and innovative techniques for development
problems.

-- Broader reliance upon American private groups
in the practical work of develorment.

~-— Reshaping of assistance programs to achileve
greater responsiveness to priorities affecting

lower income groups in the less developed countries,
with concentration in the sectors of agriculture

and food production, education, public health and
population and public administration.

5. New Directions for U.3. Development Assistance
Program - 1973 to 1980

The Foreign Assistance Act of 1973 (FAA) was a logical
extension of this movement toward reform of the U.S.
aid program. In May, a bipartisan group of 26 House
Foreign Affairs Committee members introduced legis-
lation for a major restructuring of U.S. bilateral
economic assistance programs. Thls legislation served
as the basic framework for the FAA of 1973 and was
strongly supported by the Administration.

Section 102(b) of the Forelgn Assistance Act stated
that the President should place emphasis on the
following:



"(1) Bilateral development aid should concentrate
increasingly on sharing American technical
expertise, farm commodities, and industrial goods
to meet critical development problems, and less
on large-scale capital transfers...”

The Congressilonal reports on the bill stressed that past
foreign aid programs had a heavy emphasis on large-
scale capital transfers to the "third world," but that
the benefits had seldom "trickled down" to the majority
of the people. Growth in the gross national product

is not enough. Governments of the developing nations
must actively attempt to distribute income more equita-
bly, and to attack directly the most pressing problems
of their peoples. :

"(2) Future U.S. bilateral support for development
should focus on critical problems in those functional
sectors which affect the lives of the majorlty of

the people in the developing countries: food pro-
duction, rural development, and nutritiion; popu-
lation planning and health; education, public
administration, and human resource development."

The House Committee noted that hunger, malnutrition,
disease, ignorance and poverty continue to plague the
majority of the human race. The needs of low-income
people are staggering. The ability of the United States
to meet those needs is limited. For that reason, attacks
on the problems of the developing countries must be
based on clear priorities. U.S. bilateral assistance
henceforth should be problem-solving, people-oriented
and targeted on the basics: food, nutrition, health,
population control, education, and development of human
resources.

"(3) U.S. cooperation in development should be
carried out to the maximum extent possible through
the private sector, particularly those institutions
which already have ties in the developing areas,
such as educational institutions, cooperatives,
credit unions, and voluntary agencies.

"(4) Development planning must be the responsibility
of each sovereign country. U.S. assistance should

be zdministered in a collaborative style to support
the development goals chosen by each country receiving
assistance."



"(5) U.S. bilateral development assistance should

give the highest priority to undertakings submitted

by host governments which directly improve the lives
of the poorest majority of people and their capacity
to participate in the development of their countries."

The International Development and Food Assistance Act

of 1975, enacted in December 1975, reinforced the basic
development objectives of the FAA of 2973, and added a
new Title II, Food Aid to Poor Countries to give high
priority to the use of food aid for development purposes
in the LDCs.

6. Refinement and Change in the Late 1970s

The Foreign Assistance Act of 1973 has remained the

basic framework for the U.S. bllateral aid efforts during
the past few years. This means technical and financial
assistance aimed at supporting host country programs
which attack the problems of poor people and create soclal
infrastructures which help make democracy work. Today,
we rely on the multilateral develcpment banks and, in-
creasingly, on the private banking community to meet

many of tne Third World's large scale physical infra-
structure and capital requirements, and on the U.N.
agencles for certain types of technical assistance best
provided by them.

The past few years have seen a continuing refinement

of the basic human needs mandate contained in the FAA

of 1973 -- a mandate dictated by the urgent needs of

the poorer elements of the populations in developing
countries, and by the U.S. ability to provide imaginative
assistance, nurtured in large degree by the presence

over many years c: overseas staff working closely with
host countries, to help meet those needs. The mandate

is also based upon the requirement to make best use of
scarce U.S. resources. U.S. assistance today places
emphasis on focd and nutrition, rural development,
population and health, and to a certain extent, education.
It includes new attention in the face of the world-wide
energy situation to projects aimed at renewable energy
resources, afforestation, and natural resource conservation.

A major change in aid policy occurred on October 1,
1979 with the establishment of the International Develop-
ment Cooperation Agency (IDCA) (established by



Reorganization Plan No. 2 and implemented by
Executive Order 12163). IDCA was designed to bring
greater integration to the total U.S. assistance
effort. The major components for which IDCA provides
coordination, and in some cases, overall poliicy
guidance include:

A.I.D. Under the IDCA policy guidance, A.I.D. is

the major operating component. It focuses on basic
needs -~ support to agriculture, nutrition and rural
development and population, and with increasing
attention to energy conservation programs. A.I.D.

has also intensified the degree to which good develop-
ment performance, relative need and the importance

of development to the long-term interests of the
Unlted States are recognized.

Overseas Private Investment Corporation. OPIC,
"established by the FAA in 1969, is one of the
principal operating components of IDCA. It
facilitates private American business participation
in development by means of 1ts guarantee and in-
surance n»nrograms.

Trade and Development. This is another principal
operating component IDCA established to carry out
reimburseable programs in mlddle-income, A.I.D.
graduate, and oll-rich developing countries.
Limited funds are nrovided to support feasibility
work undertaken by U.S. firms and agencies. A
similar large-scale U.S. reimburseable effort is
carried out by the Treasury Department in Saudil
Arabia.

IDCA alsc cooperates with Treasury on U.S. support to
multilateral banks; with State and USDA on PL 480; and
with State 1n assistance to several U.N. agencies. There
i1s also collaboration with both the Peace Corps and the
Inter-American Foundation in their programs at grass
roots levels.

7. Prcgress to Date

Since the eractment of the FAA of 1973, considerable
progress has been madec 1n several areas:



-~ Increased Concentration on Baslc Needs

As shown in the table on the following page,
there has been a continuing increase in funding
for the key functional areas from FY 1978 -

FY 1981.

-- Increased allocations for the poor countries

In FY 1981, 87% of bilateral functional assistance
funds is estimated to be allocated to IDA eligible
countries compared to 70% in FY 1977.

-- Increased support for the poor majority

In designing and implementing projects, emphasis
is given to increasing the income and employment
of the poor majority, and, assisting in critical
efforts to slow down population growth. We are
supporting broadly based participatory development
strategies, which are intended to improve both
economic growth and equity. Increasing the pro-

duction of the poor small farmers will directly
improve their living standards, and also generate

a higher overall level of resources to help finance
the services needed by the poor majority. Greater
attention 1s being given to energy programs.

-- Increasing emphasis on the application of science and
technology and expanded research and development
to solve baslic development problens

In programs related to science and technology, AID
is concerned primarily with achnieving development
results beneficial to poor people. Therefore, AID
gives priority to agriculture, health and population,
and energy. Research and development are vital in
these fields and research into such topics as higher
ylelding crops and vaccines for tropical diseases
recelves considerable attention. These and other
matters related to science and technology have been
playing an increasing role in AID programs in

recent years.

-- Increased support and use of Private Voluntary
Organizations (PVOs)

A.I.D. funding in support of PVOs increased from
$30 million in FY 1975 to $172 million in FY 1980.




A.I.D. Functional Development Assistance Accounts
Program Trends
(in millions of dollars)

FY 1978 FY 1979 FY 1980

31 % 3 $1 %
Agriculture, Rural Development
and Nutrition $556] 55 $614 $630 | 54

Population Planning 160| 16 185 1851 16

Health 97 10 133 130 11

Education and Human
Resources Development 88 98 98

Selected Development
Activities

Total

Percentages may not add due to rounding




-- Increased effectiveness in responding to inter-

national disasters

The FAA of 1975 established a separate chapter on
International Disaster Assistance, and reaffirmed the
U.S. commitment to alleviate human suffering caused
by natural and man-made disasters. A.I.D. today
plays a critical role in responding to disasters.

#R¥ERXKXKS

The U.S. aid program has become in the past several years
more sharply focused on basic human needs. There has been
conslderable progress -- some of which will be highlighted
in the geographical and other sections of this report --

but there is a long way to go. The cost of helping the

poor countries meet their basic human needs in food pro-
duction, family planning, basic health and education
services is immense. The development process 1s an arduous,
long-term vprocess, requiring systemic changes involving
policy reform, institution building, training people, :
changing attitudes, and so on. Sustained levels of forelgn
assistance, from all donors, will be required to bring

about continuing development of :the poorer countries,



SECTION II. THE U.S. ASSISTANCE PROGRAM

II.A. Basic Components of U.S. Foreign-Assistance

Introduction

The U.S. foreign assistance program is normally described as con-
sisting of Economic Assistance and Military Assistance.

Economic Assistance

U.S. economic assistance is generally subdivided into two broad
areas: the Bilateral U.S. Program and the Multilateral U.S.
Program.

1. The Bilateral U.S. Program

Bilateral aid is that assistance which is directly administered
by the U.S. Government. It is comprised of three main types of
assistance which are appropriated to, and administered by, the
following agencies:

Type of Aid Appropriated to Administered by

--Development assistance A.I.D. A.I.D.

--Economic security assistance A.1.D. A.1.D. ‘

--Food aid (PL 480) USDA A.1.D./USDA,
OM State,
Commerce, Treas.

(In addition to the three main categories just described, Bilateral
U.S. aid normally also includes funds made available to the Peace
Corps, the Overseas Private Investment Corporation (OPIC), and

the Inter-American Foundation.)

a. Development Assistance

The A.I.D0. administered Development Assistance is normally broken
down and described in terms of the individual funding categories
that are set forth in the Agency's, enabling legislation: The
Foreign Assistance Act of 1961, as amended. These categories--
actually they are specific appropriation accounts--include four
“functional" accounts:

--Food production and nutrition;
--Population planning and health;
--Education and human resources; and

--Section 106 development activities.




These functional accounts came into Being in FY 1974. Prior to
that year, the core of the Agency's development assistance program
was broken down into accounts for loan money on the one hand, and
grant money on the otner. The next several pages describe these
important functional accounts in more detail.

(1) Food Production and Nutrition (Section 1Q3)

The Food and Nutrition program is by far the largest of the
“functional accounts" (53 percent of A.I1.D.'s development assis-
tance monies in FY 1980). The authorization for this program
emphasizes that funds are to be used to alleviate starvation,
hunger and malrutrition, and to expand basic services to rural poor
people, enhancing their capacity for self nelp. The Taw also
stresses the productivity and income of the rural poor.

Within the Food Production and Nutrition category, the Agency
finances a wide range of projects designed to increase food pro-
duction, improve food distribution and marketing, enhance the
nutritional conterit of food, provide basic agriculture inputs such
as seeds, fertilizer and pesticides, provide better rural services
such as farm to market roads and irrigation systems and finance
agricultural research.

(2) Population Planning and Health (Section 104)

The Population Planning and Health program is the second largest
program of the functional accounts of A.I.D.'s development assis-
tance monies in FY 1977). Normally, this program is described

along the lines of its two basic components: Population on the on2
hand and Health on the other--although there is an important inter-
relationship between these two components, and the Agency has

taken steps to insure an effective integration.

The Population program focuses primarily in the following areas:
Family Planning Delivery Systems (includes technical service and
provision of contraceptives); education and information; manpower
and institutional development (largely for training); collection
of demographic data; biomedic and social science research. In
addition, this program category includes the U.S. contribution to
the United Nations Fund for Population activities.

The Health portion of the Populatiom/ealth category includes pro-
grams in three basic areas: Low Cost Integrated Health Delivery
Systems, imoroved Health Planning and Management, Env.ronment

and Disease Control.




(3) Education and Human Pesources Development (Section 105)

The legislation for this program emphasizes that assistance shall
be used primarily for nonformal education, increasing the rele-
vance of formal education systems, and strengthening the manage-
ment capabilities of education institutions, in each case to
serve the poor.

The education program can be descriptively organized into four
basic categories: increasing the relevance of education (includes
curriculun. reform, new education technologies and improved

teacher training); nonformal education {this includes activities
designed to improve 1iteracy and the skills of those outside the
traditional educational system); helping countries at the universit
level; general scholarship and training programs (this is the
largest component of the education effort, and provides funds for
A.1.D. Participant Training Program which handies roughly 7,000
participants a year).

(4) Technical Assistance, Energy, Research, Reconstruction
and Selected Development Problems (Section 106)

This program area includes a wide variety of activities: recon-
struction projects following natural or man-made disasters; activ-
ities to help developing countries meet energy problems; funds for
research and studies on economic development, and programs in
urban development. Finally, this category includes the Agency's
programs to directly assist private and voluntary organizations
including institutional budget support and contributions to

ocean freight.

In addition to the four basic program categories described above,
there are a number of important emphases that cut across and influ-
ence all aspects of the program. THhese are: an emphasis on the
integration of women into the economic life of the developing
countries; an emphasis on the development and use of cooperatives
in developing nations; an emphasis on the development of inter-
mediate technology, and an emphasis on strengthening the capacity
of the U.S. Land Grant Colleges to participate more effectively in
the development process.

(») Economic Security Fund

This form of bilateral economic aid is administered by A.I.D.,

and is authorized under the International Security -Assistance

and Arms Control Act of 1978, which amends the basic Foreian
Assistance Act of 1961. The Economic Security Fund (ESF) provides




assistance to areas under some form of political, economic or
security stress which interferes with the normal conduct of
economic and social processes, where the United States has
special interests. The largest portion is allocated to the
Middle East, principally to Israel and Egypt in support of the
peace effort. It is also provided to ease the transition to
majority rule in Africa; to nelp Turkey, a NATO ally, along with
the IMF and other donors, solve its critical financial problems;
and, to support stabilizing measures in Central America and the
Carribbean.

ESF 1s a flexihle aid instrument. It can be used for comodity
imports, balance of payments support or as cash grants for
budget support. However, as required by statute, to the extent
possible, A.I.D. directs this assistance to the meeting of Basic
human needs and other development purposes.

c. Food Aid (PL 480)

The U.S. food aid program is administered under the provisions of
the Agricultural Trade Development and Assistance Act of 1954,
commonly known as Public Law 480. That legislation makes clear
that PL 480 food agreements are to serve multiple purposes: for
surplus disposal; to develop and expand export markets for U.S.
agricultural commodities; to combat hunger and malnutrition; to
encourage economic development in developing countries and to
promote U.S. foreign policy.

When first created, the Food Aid program was primarily a surplus
disposal measure. The emphasis changed, and in 1966 the Congress
explicitly declared it to be U.S. policy to use food aid to carry
out the development purposes of the foreign Assistance Act as well.
At the same time, the House International Affairs Committee
assumed jurisdiction over the foreign policy aspects of PL 480.

Higher priority is now given to allocating PL 480 food aid to those
poor countries with food deficits that have made efforts to help
themselves tovard a greater degree of self-reliance, especially

to increase food production through small family farm agriculture,
and to reduce the rate of population growth.

Title I of PL 480 authorizes concessional sales of U.S. agricultural
commodities to friendly countries on long-term dollar repayable
terms. These sales provide a foreign exchange resource to the
recipient, contribute toward development of a market for U.S.




agricultural products, provide a buffer against shortfalls
in the recipient's domestic preduction, and enlarge the
volume of food available for consumption. The recipient
government, through resale of the agricultural commodities,
generates funds which are used for development purposes.

Food for Development programs authorized under Title IIT (but
financed under Title I) offer special incentives to low-income
countries to undertake additional development programs which,
in many cases, are related to changes in policies designed to
improve the quality of life of the poor, particularly in rural
areas. Title III agreements, which are subject to annual
review, include supply commitments of up to five years. They
also provide for full "loan forgiveness" if all of the commodi-
ties or the 1ocal currencies equivalent to the dollar sales
value of the commodities purchased are used for agreed develop-
ment purposes.

The law requires that 75 percent of Title I food must be allo-
cated to countries who are eligihle to receive International
Development ASsociation (IDA) credits. In FY 1981, the Title I
program will total about $892.4 million, about $72 million for
ocean freight shipping costs, and the bBalance for 3.7 million
tons of commodities.

Title IT of PL 480 authorizes donations of agricultural commodities
for disaster relief, to combat mafnutrition (with highest priority
to maternal and child health), and to promote economic and commun-
ity devalopment, frequently through food-for-work programs. Most
Title Il programs are administered by U.S. voluntary agencies,

but donations are also made to the World Food Program, United
Nations Relief and Horks Agency (UNRWA) and United Nations
International Children's Emergency Fund (UNICEF), and some grants
are made directly to governments.

The legislation recuires that in FY 81 a minimum of 1.65 million
tons of commodities be provided under Title II, with a minimum of
1.35 million tons distributed through voluntary agencies and

the liorld Food Program. In FY 1981, the Vitle II program will
total about $577 million for 1.8 million tons of commodities,
including $245 million in ocean freight.

(The administration of PL 480 is an interagency responsibility
shared by United States Department of Agriculture (USDA), Office
of Management and Budget (OMB), Treasury, Commerce, State and
A.I.D. With respect to foreign policy, all functions under the




Act are subject to the responsibilities of the Secretary of State,
most of which have hieen redelegated to A.I.D. USDA has delegated

to A.I.D. responsibility for administering the Title II donation
program, and A.I.D. is responsible for coordinating food aid with
other forms of U.S. foreign assistance. Coordination and recon-
ciliation of agency interests is achieved within the framework of
these delegations of authority and through the Food Aid Subcommittee
of the Development Coordinating Committee (DCC) and its working
group (Chaired by USDA).

2., The Multilateral U.S. Program

The Multilateral Assistance program involves U.S. contributions to
international agencies engaged in development work. HNormally, the
Miltilateral Pragran {s divided into two categories: assistance

to the International Financial Institutions (which are backstopped
by the U.S. Treasury Department); and assistance to United Nations
and other international development agencies (which are backstopped
by the Department of State's Bureau for International Organizations).
The International Development Cooperation Agency (IDCA) coordinates
these prograns.

Contributions to International Financial Institutions (IFIs)

The IFIs include: the World Bank family especially the International
Development Association (IDA) which is the "soft-loan window" of

the \lor1d Bank, in addition to the International Finance Corporation
(IFC), the Inter-American Development Bank (IDB), the Asian Development
Bank (ADB)} and the African Development B8ank and Fund. Assistance
through these institutions has gravn substantially over the last

15 years. The IFIs have provided a steadily increasing share--

noy over one-fourth--of the ODA receipts of develeping countries.

U.S. contributions to the Banks are made both for lending at near
commercial rates, and for concessional lending through so-called
"soft-Toan windows." Our contributions are normally divided into
paid-in capital and callable capital. The paid-in portion involves
a straight contribution of funds for relending. The callable
capital provides backing for bonds and other securities sold in

the international money markets to raise money for bank lending.
Funds that are callable are held by the U.S. Treasury and are not
transferred to the Bank.

a. The World Bank (IBRD)

The World Bank is in the process of calling for subscriptions for a
General Capital increase of $40 billion of which the U.S. share
will be 22 percent. Only 7.5 percent will be paid in and the
remainder will be callable capital.




b. The International Development Association (IDA)

Commit authority o¥ IDA ran out June 30, 1980. The Sixth
Replenishment (IDA VI) will Be $12 billion of which the

U.S. share is 27 percent or $3.24 6illion. Since the U.S.

has not provided its share and the IJA is unable to

operate without it, a bridging arrargement has been set up
whereby other donors have advanced $1.5 Billion until the U.S.
comes in, 35 that IDA can continue operations.

<. . Inter-American Development Bank (IDB)

The FY 73-82 replenishment is $8 Billion of Ordinary Capital (0C)
of which the U.S. share is 34.5 percent. 7.5 percent is paid in
and the remainder in callable capital. IDB's soft window, the
Fund for Special Operations (FSO), has a replenishment of $2.75
billion (FY 1979-82) of which the U.S. share is $700 million.

d. Asian Development Bank (ADB)

The funds of the bank are exhausted and negotiations for another
capital increase will begin in FY 1981.

e. . African Development Fund (ADF)

The funds of the bank are exhausted and negotiations for another
capital increase will begin in FY 1981.

f£f. African Development Bank

The U.S. and 20 other non-regionals have agreed to a Capital
Increase of $4.8 billion of which the U.S. share is 5.7 percent
of which 25 percent wil1l be paid in and the remainder in callable
capital.

NMilitary Assistance

U.S. Military Assistance is administered By the Department of Defense (DOD)S
not A.I.D. It is authorized under the International Security Assis- i
tance and ARms Export Act of 1976, and consists of three different

types of programs:

a. The Military Assistance Program (MAP) consists of grants
of military hardvare to friendly countries or international organi-
zations to strengthen the security of the United States and promote
world peace.




h. The Foreign WMilitary Sales (FMS) involves DOD sales
of material and related services to eligible allied and friendly
nations on both a cash and credit basis in accordance with the
1968 Foreign Military Sales Act, as amended. Foreign aid s
involved when appropriated funds are used to extend direct or
guarantee of privately ohtained credit.

c. The Foreign Military Training Program (FMIP) provides
for the training on a grant basis of foreign military personnel
in the United States.

A.1.D. participates in the Budget reviar of military aid in order
tc express its concerns if the defense burden on a recipient LDC
appears to interfere with economic and social growth. In additien,
Section 620(s) of the Foreign Assistance Act requires the
Administrator, acting for the President, to report annually to
Congress on the eoxtent to which a recipient of economic aid is
spending its resources on defense.

Summary of Basic Components of U.S. Foreign Assistance

a. Economic Assistance

Bilateral Assistance
Development Assistance
A.I.D. administered
Food production and nutrition
Population planning and health
Education and human resources

~

American schcols and hospitals abroad
Other

Peace Corps

Inter-American Foundation

Eccnomic SEcurity Fund

y

Technical assistance, energy, etc. 7

International disaster assistance «
\

Frod aid (PL 4380)
Title I/I11
Title II

Multilateral Assistance
Contrihutions to international organizations
Contributions to international financial institutions
Inter-American Development Bank
Asian Development Bank
International Development ASsociation
African Development Bank
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h. Military Assistance

_ Military assistance program
Foreign military sales
Foreign military training

The tables on the next four pages show the total amount of
U.S. foreign aid from fiscal year 1966 to the present. Table I
shows total U.S. foreign assistance; Table IT shows total A.I1.D.-
funded assistance; and Table III shows A.I.D. Development
Assistance by the four major functional accounts. Table IV shows
the number of countries and territories receiving economic and
military assistance.
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A. Economic Assistance
Bilateral:

Development Assistance

Security Supporting Assistanceﬁl
Peacekeeping Operations
Economic Support Fund

Food A{d (PL 480)
Other 19

Programs for Science & iechnology

Multilateral:

Contributions to IFls

Int'l Bank for Reconst. & Dev.
Inter-American Development Bank
International Development Assn. ’
Asfan Development-Cunk

African Development Bank
International Finance Corp.

Contributions to I0s

B. Military Assistance

MAP Grants

Credit Sales (FMS)

Service Funded {MASF) Grants
Int'l. Mi1. Ed. Training
Other &

"C. Total U.S. Assistance

U.S. FOREIGN ASSISTANCE, 1966 - 1981
($000s)

1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 T.Q. 1977 1978 1979 1980 1981
4,784 3,943 4,102 3,524 3,676 3,442 3,940 4,117 3,906 4,908 3,878 1,931 5,594 6,661 7,121 7,662 7,609
1,634 1,502 1,439 1,009 1,261 1,165 1,303 1,252 1,022 1,154 1,079 335 1,171 1,624 1,606 1,6207 1,666 9/
905 773 602 443 503 573 620 622 640 1,226 1,122 891 1,766 2,221  --  -- 4/ --
e e e ee et emamem e e e em e e 255/ 2y
ce e em e eeemamemmmem e am e a- 1,982 2,1587 1,989/
1,558 970 1,329 1,179 1,142 1,231 1,223 1,119 973 1,328 1,300 192 1,193 1,229 1,287 1,651;/1.656h
196 179 174 175 177 170 S04 223 310 277 221 80 288 243 354 144'/ 16355
—— e eememmemme e e eeee e ee e - - 12
358 374 426 480 480 180 142 775 814 784 24 344 931 1,104 1,632 1,8047 1,862/
. 13 - - - - 119 38 16 16 8
250 250 300 300 300 -- 104 405 282 348 -- -- 303 151 202 545 384
104 104 104 160 160 160 38 347 469 38 -- 320 430 800 1,258 1,072 1,100
- 20 20 20 20 20 -- 9 62 50 24 24 65 66 90 127 202
R 15 10 25 25 76
P L R L 14
138 144 135 138 113 123 149 127 147 139 132 89 244 241 260 2608 2569/
2,205 2,497 2,792 3,207 3,111 4,635 5,303 5,758 5,073 2,331 2,535 672 2,190 2,353 6,725 2,864 3,008%
975 877 594 455 385 766 556 594 789 583 253 77 253 221 224 146 135
317 323 263 281 70 743 550 550 1,396 750 1,442 494 1,411 1,601 5,173 2,190 2,840
695 921 1,379 1,872 2,094 2,510 3,016 4,067 1,257 851 - - .= - -- -- --
T 7 Ay I )| 8 28 33
218 376 556 659 562 616 1,181 547 1,631 147 813 101 -+ 501 500 1,300 500 500

6,989 6,440 6,894 6,731 6,787 8,077 9,243 9,875 8,979 7,239 6,413 2,603 7,784 9,014 13,846 10,526 10,473
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Footnotes:

a/ Includes Indochina Postwar Reconstruction, Middie East Special Requirements Fund,

Contingency Fund, etc.

b/ Primarily Peace Crops, Inter-American Foundation, Narcotics Control, Darien Gap,

Migration and Refugees,etc.

¢/ Includes transfers from excess stocks; waived payments and Israeli Airbase reloction.

d/ Source: Flash Report as of September 30, 1980. Includes Functional Accounts, Sahel
Development Program, Disaster ASSIStance American Schools and Hospitals Abroad
Operating Expenses and Foreign Service Ret1rement Fund.

e/ Source: Flash Report as of September 30, 1980.

f/ Source: Preliminary figures as of November 12, 1980 for actual FY 1980 ob11gat1ons.

/ Continuing Resolution Levels: New Obligation Author1ty

h/ Reflects the March 1980 revision of the President's Budget.

i/ FY 1981 Appropriations Request as of July 1980. Excludes callable capital of
$1,825,673,031.

V
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Simmr S e 00 g0 AD @ s e o . . B et

Number of Countries and Territories Rcceiviyg Economic and Military Asgsistance,

1977-794
o . Economic Assistance Military Assistance
Region Fiscal™ Het Total Net Total ~ Development PL 480 Security Peace Net Total MAP Tralning FMS
CC8%0"  Year __ Countries?/ Countriesh/ Assistance  Title I/IX  Supp. Asst Corps _  _Countries
Africa ¢/ 1977 42 25 24 40 1 27 11 10 10 7
- 1978 L4 31 26 42 5 26 10 1 8 7
’ 1979 45 40 38 42 o 28 11 1 10 7
Near East
& So. Asia 1977 17 13 8 13 6 5 12 10 10 5
1978 17 15 6 14 6 5 12 4 10 4
1979 18 14 8 14 7 5 12 4 10 6
East Asia 1977 - 9 4 4 4 - 5 6 6 6 6
1978 10 5 4 5 1 5 6 5. 6 6
1979 10 4 4 6 - 5 6 5 5 5
Latin Amer. 1977 . 24 17 17 18 - 13 18 17 16 8
1978 23 16 16 18 1 13 14 8 12 5
1979 24 16 16 18 1 13 14 8 11 7
Europe 1977 8 4 1 2 k] 5 5 5 1
1978 7 5 2 1 3 - 4 2 4 1
1979 8 4 2 1 2 - 4 2 4 1
Oceanic 1977 2 - 2 - - - -
1978 2 - - - - 2 - - - -
1979 2 - - - - 2 - - - -
Total 1677 102 63 S4 77 10 52 52 48 47 27
1978 103 72 54 80 16 51 46 20 40 23
1979 107 78 68 81 14 53 h7 20 40 26

a/ Each country 1s counted only once if it receives one or more kinds of assistance. Included in the totdl count but now shown
separately are such programs as Inter-American Foundation, International Narcotics Control, Darien Gap, Military Assistance
Service Fund, Transfers from Excess Defense Stocks and Ships Loaned and Leased.

b/ Each country is counted only once 1f Lt receives funding from one or more appropriation.
¢/ Includes countries with self-help funds only.

Sourcea: FYs 1977, 1978 & 1979-U.S. Overscas Loans and Grants, FY 1977-Military Tralning from Dept. of Defense report Foreign
Military Sales and Military Assistance Facts 12/79




1968
BILATERAL PROGRAM
- Development Loans 733 674 615
. Mliance for Progress

E Loans 505 433 47 .

Orants n a2 78
Technical Assistance 234 234 218

Functional Devel. Assis.
Food & lutrition
Pop. Planning & Hith
Papulation Planning)
Health)
Educ.& jiunan Resources
Selected Devel.

Activities
Sub-Total

SAIEL DEVEL. PROGRARM -
OTHER ASSISTANCE PROGRAMS
Amerfcan Schools &
Nospitals foroad 7 n "

L2 2 B I B
LI I B B ]
LI I I R B

Disaster{Including
Rel. & Rec.

Portugal & Portuguess
Colonles .

African Devel, Program
Refugee Rellef
(Bangladesh)

Famine & Disaster
Rellef ~ SANEL
African Refugees

Albert Sctw tzer Hosp.
Prototype Desalting P1.
Lebanon Rel. & Rehab.
Indochina Postwar
Reconstruction )
Security Supporting 703 118 598
, Assistance
{ Hiddle East Spectal - - -
1 Requirements .
»  Economic Support Fund - - -

14
[} [} [}
] [) ]

[ I I O ]
[ I K I B |

: ‘ Pcacekeeping Operations - - -
: Operating Expenses 1/ - - -
.Foreign Service

i Retiroment Fund ‘e - -
’ ! Contingency fund 209 60 28
i Other 64 £8 70

Programs of ST
otal Bilateratl
HMULTILATERAL PROGRAMS

Internat. Orgs. 138 144 135
Internat. Fund for

. MAgr. Dev, - - -
. Total Hultilateral _138 144 135

B B 8 men s o Gumemiecenb i@ e

A.1.0 PROGRAH LEYELS, 1

1969 wn
474 534 464

248 330 232
81
195 188 186

[ 2 T 2 2 N ]

L5 33T V0T WY LT 105

15 26 13

[}
»
'

[ I T I A |

464 518 5713

" 21 26
(1] 69 63

92
(92)

by Account
{$ mtiions)
1972 1973
386 458
245 229
80 74
188 172
123 1!
(123) (103)
1,018 1,038
20 26
194 100
N3 622
3] 27
63 61

§65 - 197

1974

306
203
iloo

103
101
268

1975

500
181
(100
(a1
93
12

1926 30 1977 3978 1879 1980 1981
g Yy

407 N5 44 556 614 631 635
158 52 AU 258 38 s 325
{103 {32; (140) (161 !las! {lesi {190
(55 20) (o4 (97 133 130} (135
n 12 94 83 98 98 101
85 n 313 107 w 120 N2

078" BT, 70 - 210 B 1,000 LW LT\ T3

19

502
126

16
70

18

128
0

43;
518
100

16

2

80
- - - - - - - - - - - - - - - - 12
2,510 2,778 2040 VET W 0TI VAU VAT YoE62 2R YO 137 2 1T S.6VTT a5I00 T3.e0M 3896

- - - - 50 75 76 93

w 6 20 24 25 ri] 20

) 4 30 65 3 % 73
3 1 - . - . .
- 5 - - - - -

- - - - B -
- S oon - - - -
9 - - - - - -
1,087 872 1,750 2,212 . - .

36 18 16 12 - - -

1,943 2,158 1,984

.

. - - . - 25 2
196 54 202 218 252 213 280
[ I 2 2 26 27 %
- ' - 3 - -
- - u 2 - - -

TOTAL A.L.D.

toanViudaa

} erating expenses for perlod 1988-1975 were funded from various progran
4 appropriation for operating expenses.
. Sourcet Flash Report dated Septorber 30, 1980

. '4 Contlnulngnggsg‘l‘gtlon levels,

138 113 123 L] 127 4 139 "2 89 248 24 260 260 256
- - - - - - - - - - 200 - - -
138 113 123 149 - W27 147 19 132 83 284 A 260 260 256
2,677 2419 2,176 1,690 1,877 ),861 2,072 2,00 1,809 2,519 2,276 1,310 3,161 4,058 3,780 4,064 3,952
nts. For 1976, Congress established an

@ S e




II. A. 2. Multilateral Development Banks (MDBs)

The program of the multilateral development banks (MDBs)

-- the World Bank and its affiliates International Develop-
ment Association (IDA) and International Finance Corpora-
tion (IFC), the Inter-American Development Bank (IDB)
including its Fund for Special Operations (FSO), the Asian
Development Bank (ADB) and Asian Development Fund (ADF),

the African Development Fund (AfDF) and the African Develop-
ment Bank (AfDB) -- support a number of economic, security,
political, and humanitarian objectives of the United States
in the developing world. Our national interests are inex-
tricably linked to the developing as well as to the industri-
alized nations. both of which are represented in the banks.

U.S. economic interests in the developing world are large

and growing. As a group, in 1978 these countries provided

the market for almost 40 percent of our exports and the source
for 41 percent of our imports, including tin, bauxite, rubber,
manganese, and other critical raw materials. Developing
countries comprise the largest and most rapidly growing export
market for U.S. goods and services, larger than Western Europe
and Japan combined.

The benefits to the United States of providing a significant

proportion of its assistance throuch the MDBs are substantial.
All MDB member countries, including the borrowing members,
contribute resources to the MDBs; in the most recent replenish-
ments, other countries have subscribed about $3 for every dollar
subscribed by the United States, a significant element of
burden-sharing.

Of the recent subscriptions to the banks, only about 7.5
percent of the U.S. share has resulted in budget outlays, the
rest is in callable capital which in all probability will
never be paid. All of the multilateral development banks
leverage the subscriptions of their members by means of long-
term borrowing in private capital markets. The borrowings
are backed by the member country subscriptions of callable
capital. The burden-sharing arrangements combined with the
fact that the banks borrow most of their funds permit a large
amount of lending for a small amount of U.S. paid-in capital.

Each institution also has a "soft" window which lends to the
poorest countries, which are unable to pay market rates, on
concessional terms. Their lending is financed by contribu-
tions from members. Detailed and rigorous loan appraisal
processes are followed in each of the banks to insure that
every dollar of development lending yields maximum benefits
and is strictly accounted for. MDB staff are highly trained,
experienced and competent.
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The multilateral development banks provide a highly cost-
effective means of cooperation among the industrial demo-
cracies in assisting the economic progress of the developing
world. They assure equitable sharing of the costs of
development assistance, which otherwise would tend to fall
disproportionately on the United States. Moreover, the
banks have always been guided by a philosophy of an open,
market-oriented, price-responsive world economy consistent
with American ideals.

a. International Bank for Reconstruction and
Development (IBRD)

The IBRD is the World Bank Group's hard loan window. It makes
loans to governments at near market rates of interest for
development purposes. IBRD terms are typically 15-20 years
final maturity with 1-3 years grace and carry an interest
rate of 0.5 percent over the IBRD's borrowing costs. In

FY 1980, the IBRD made new loans (commitments) totaling $7.6
billion for 144 projects in 48 developing countries. During
the same period the IBRD disbursed $4.4 billion for ongoing
projects. The leading sectors and their share of total
IBRD/IDA loans were: agriculture 30 percent, energy and power v
25 percent, and transportation 13 pe-ce.t.

The IBRD's Board of Governors recently approved a 540 billion
increase to the institution's authorized capital stock (GCI).
The U.S. share is 22 percent or $8.8 billion. Of this amount
only 7.5 percent or $660 million will be paid-in, and thus
will require appropriations. Legislation seeking authoriza-
tion and appropriation is required in FY 82 for U.S. partici-
pation in the GCI. Under the continuing resolution, the U.S.
is still in arrears by $535 million on its commitment of

$1.6 billion, ($160 million paid-in) made in a selective
increase in the IBRD's capital in 1977.

The U.S. is the largest member of the IBRD, presently owning
23 percent of its shares and having a veto over charter amend-
ments. There has been a long time informal understandincg

that the President of the entire World Bank Group will 'z an
American. A. W. Clausen of Bankamerica Corp. has been nomi-
nated to replace Mr. McNamara when he retires next year.

Over time, the U.S. has reduced its share in the Bank and IDA..
The reduced share, combined with continuing substantial
arrearages, have acted to reduce U.S. influence in the insti-
tution. The U.S. veto will be in jeopardy if the U.S. sub-
scription to the GCI is delayed because other subscriptions
could reduce the U.S. share below the 20 percent which is
required to maintain the veto.
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b. International Development Asscciation (IDA)

IDA is the World Bank Group's soft loan window. It provides
the world's poorest countries with loans for development
projects on concessional terms. IDA's lending program in FY
80 provided new loans totaling $3.8 billion for 103 projects
in 40 countries. During the same period $1.4 billion was
disbursed for ongoing projects. No country whose annual
per capita income is above $650 is eligible for IDA lending,
and 90 percent of this lending goes to countries with per
capita income below $345. IDA loans have 50-year maturities
including 10 years grace and carry an anrnual service charge
of .75 percent with no interest.

In early 1980 _Lhe IDA Board of Governors voted to approve a
$12 billion replenishment of IDA's resources (IDA VI) to
provide funds for lending over IDA FY 1981-83 (July 1, 1980-
June 30, 1983). The U.S. agreed to provide 27 percent, or
$3.24 billion, as opposad to 31 percent cf the previous
replenishment. Authorizing legislation for the entire U.S.
contribution and appropriating legislation for the first of
three equal tranches ($1,080 million) were scught in FY 1981.
Since Congress did not act on this request, new legislation
will have to be introduced.

c. International Finance Corporation (IFC)

IFC provides loans and equity capital to -romote the growth
of primarily private sector enterpri: sveloping
countries. IFC charges full market .. .. —£ interest and
does not receive a government guarantee on its exposure.
IFC had its capital base expanded significantly in 1977 and
is not expected to require new capital until the mid-1980s
at the earliest.

d. Inter-American Development Bank (IDB)

The IDB provides loans fo: development projects in Latin
America and the Caribbean on both near market terms (capital
resources) and ccncessional terms (Fund for Special Opera-
tions - FSO). The IDB lent $1.3 billion of capital resources
in 1979 and $620 million of FSO resources for a total of 71
loans tc 21 countries. Disbursements under both windows
totaled $1.2 billion.

The U.S. voting share is 34.5 percent which gives us a veto
over individual FSO loans. Presently, U.S. arrearages are
$68.6 million in capital subscriptions and $150.3 million

in FSO contrikutions. The Administration’s FY 81 =appropri-
ations request would have made the USG fully current in the
IDB. The continuing resolution leaves a shortfall of $180
million of capital and $125 million FSO for which new legis-
lation will be required for the new funds and the arrearages.

3
W,
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In FY 1980 the multiyear Authorization Bill to provide the
IDB resources through 1982 was cut by 10 percent; new
authorizing legislation will be necessary to meet the
amounts agreed to in the replenishment. The replenishment
amounted to $8.0 billion of new capital subscriptions and
$1.75 billion of contributions to the FSO. The U.S. shares
of each are $2.75 billion of capital, of which only 7.5 per-
cent will be paid-in, and $700 million in the FSO.

e. Asian Development Bank and Fund (ADB, ADF)

The ADB and the ADF provide loans for development projects
in Asia and Pacific region. The ADB provides funds at near
market rates while the ADF provides concessional funds to
the poorer countries.

In 1979 the Bank made new loans totaling $835 million and
disbursed 3361 million. The Fund made locans totaling $416
million and disbursed $125 million during the same period.
Under the continuing resolution, U.S. arrearages total $106
million ($50 million to ZDB and $56 million to ADF). The
Administration's FY 81 request for $469 million would have
brought the U.S. up to date with no funding necessary for
the ADB in FY 82 and only the final tranche of $111 million
for the ADF in that year. However, new legislation will
’ now be necessary for the new funds and the arrearages.

Both windows will exhaust available resources in CY 1982.
Negotiations must begin early in 1981 to allow time to reach
agreement and for the legislative processes in donor countries
to avoid an abrupt cutoff of lending in 1982. The Bank has
provided some preliminary documents for discussion.

f. African Development Bank and Fund (AfDB, AfDF)

The AfDB has been in existence since 1967, and has only
recently solicited non-regional membership. The U.S. has
submitted legislation regquesting authorization for its
membership in the African Development Bank; 20 other non-
regional countries have also agreed to join. The African
member states are now in the process of ratifying non-
regional participation. If the U.S. membership is authorized,
there is a good chance the non-regionals could join early

in 1981.

The U.S. share of the racently negotiated $4.8 billion in-
crease in the AfDB's capital is $360 million or 5.7 percent.
Of this $89.9 million would be paid in over five years .
to authorize U.S. participation and bring us current :
on subscriptions. The capital increase will support the
AfDB's lending program over the 1981-86 period. In 1979,
‘ the AfDB lent $274 million for development projects in
Africa, and disbursed $108 million for ongoing projects.

\
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The AfDF is a fund providing concessional project loans to
Africa's poorest countries. The AfDF provided loans total-
ing $248 million for 30 development projects in 24 of
Africa's poorest countries and disbursed $57 million for on-
going projects. The U.S. joined the AfDF in 1976 and our
current share of AfDF resources is 7 percent.

Under the continuing resolution, the U.S. is in arrears

in the AfDF by $17 million. The Administration's FY 81
request ($58.3 million) would have made the U.S. current in
the RfDF. New legislation will have to be submitted.

AfDF resources will be exhausted in 1982. The time required
to negotiate a new replenishment agreement and permit donors
to complete their legislative process before available
resources are exhausted necessitates that negotiations begin
early in 1981. AfDF Management has produced a draft replen-
ishment proposal with the final proposal expected to be
available on December 10. IDCA staff analyzed the earlier
draft and provided comments to the U.S. Executive Director
through Treasury.




International Development Organizations

a, Voluntary Contributions

One aspect o2f U.S. foreign assistance is the developmental
assistance which the USG channels through the United Nations,
1ts specialized agencies, and affiliated bodies. Of these
nearly three dozen bodies, nearly all are at least partially
orientated towards development assistance and approximately
one-half could be classified as predominantly so. Those
that expend virtually all of their resources in development
assistance include the United Nations Develcopment Program
(UNDP) ; United Mations Children's Fund (UNICEF); World

Food Program (WFP):; and United Nations Fund for Population
Activities (UNFPA). Those that are more evently divided
include the Food and Agriculture Organization (FAO); the
United Nations Educational, Scientific and Cultural Organi-
zation (UNESCO); the United Nations Industrial Development
Organization (UNIDO). The work of the more specifically
functional agencies, the International Telecommunication
Union (ITU); the Universal Postal Union (UPU):; and the World
Meteorological Organization (WMC), also contribute to develop-
ment, but less directly. To give an indication of the UN's
involvement, the planninc figqure for UNDP alone for the
period 1982-86 is $6.5 billion. Adding the commitments of
the other UN Agencies for the LDCs would double this amount.

The following is a list of voluntary contributions to Inter-
national Organizations and Procrams for the years FY 79-81:

FY 79 FY 80 FY 81
Actual Estimated Proposed.

PP.IMARILY DEVELOPMENT PRCGRAMS:

7% Development Program (UNDP) 126,050 126,050 140,000

UN Special Fund for Science and Technology :

Development (UNSFSTD) - - 15,000

n Children's Fund (UNLCEEF) 30,000 36,000 40,000

0AS Assistance Programs (OAS): SUBTOTAL 15,500 16,500 17,500
Special Multilateral Fund (SMF) (6,500) (7,000) (7,000)
Special Projects (Mar del Plata) (2,600) (3,000) (3,300)
Special Developmeat Assistance Fund (6,000) (6,000) (6,700)
Special Cultural Fund (400) (500) (500)

UN Capital Development Fund 2,000 2,000 2,000

FAO World Food Program (WrP/Administrative Costs) 2,000 2,000 2,500

it Post Harvest Losses Fund 3,000 — _—

SUBTOTAL 178,550 182,550 217,000




. QTHER PROGRAMS:
Y Southern Africa Develoocent Fund: SUBTOTAL 1,800 1,900
UM Institute for lazibia (500) (500)
UN Trust Fund for South Africea (300) (400)
UN Educatioa and Trailaizg Prograo for
Southern Africa (UNEPTSA) (1,000) (1,000)
UN Decade for Women 2,000 1,000
World Meteorological Organization (WMO) 2,000 2,300
International Atomic Enerzgy sgeacy (IAEAN) 12,000 12,500
UN Environment Program (UNEP) 10,000 8,000
Convenzion on International Trade in
Endangered Species (CITES) 1/
Central Treaty Organizacion (CENTO) 425—
U Institute for Training and Research (UWITAR) 500
UN Expert Study on the Relationship Between 1/
Disarnmament and Developzen: 175—
N Disaster Relief Organization (UNDRO) 250 250
UNESCO--World Heritage Trust Fund 33 640
LN Relief and Works Agency (UWRWA) 52,000 52,0003/

SUBTOTAL 81,450 79,090 27,050

T0TALS ‘ 260,000 261,640 / 244,050

1/ Due to CENTO dissolution, $175,000 of the originally ~nppropriated $600,000 was re-
prograrced, upon Congressional notificacion, for use by the UN Expert Study on the
rPelationship Between Disarmanent and Development.

2/ This activity was part of the I0 & P budget in FY 1979 and 1980; it has now been
transferred to the Migrazion and Refugee sAssistance budget.

3/ The regular appropriation for this account for 1980 had not been enacted at the time
this dudger was prepa*e‘ Funding is currently provided by a.continuing resolution
(P.L. 96-123) in effect through September 30, 1980. The 1930 amounts shown are based on
House and Senate Floor action on H.R. 4473, Foreign Assistance and Related Programs Appro-

priation Act, 1980. 1If the Xouse and Senate are in disagreement, the figure reflects the

version closes: to the Administration's rez.est. If, in comparing the House and Senate

altions to the request, one is lower and cne is higher, the request is showm.
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As other nations increase their support for the UNDP, the
U.S. share of contributions, while still the largest at

$126 million in 1980, has declined from 37.8 percent in

1966 to about 17.5 percent of annual contributions to UNDP's
general funds. Peceipts for UNDP's main program in 1980

are expected to total $719 million.

Individual countrv program fundinyg (IPF) levels are set by
UNDP's Governing Council (of which the U.S. is one of 48
members), and serve as the basis around which development
assistance is designed. Recipient countries, in coordination
with the UNDP Resident Representative, jointly plan how the
funds will be spent. UNDP has urged, with considerable
success, that governments concentrate on their highest priori-
ties. The major areas which were supported with UNDP's funds
in 1979 were the following:

Agriculture, forestry and fisheries 25.9%
Transport and Communications 12.7%
Industry 11.7%
Development Policy and Planning 10.8%
Natural Resources 10.8%
Human Settlements 7.3%
Education 6.9%
Employment and Other Social Services 6.7%
Health 4.2%
International Trade 3.0%
Total 100.0%

Voluntary contributions from UNDP enable the UN agencies with
assessed budgets to carry out technical assistance activities
which would be beyond their normal resources. About 95 per-
cent of UNDP's activities are carried out by its 35 partici-
pating and executing agencies. An estimated 75 percent of
these funds are channeled through a half-dozen of the largest
agencies, and to affiliated bodies of the UN itself: the

Food and Agriculture Organization (FAO); the International
Labour Organization (ILO); the United Nations Educational
Scientific and Cultural Organization (UNESCO); the United
Nations Industrial Development Organization (UNIDO); and the
United Nations Department of Technical Cooperation for Develop-
ment.

The other major recipients of U.S. voluntary contributions are
UNICEF and UNFPA. UNICEF, with its emphasis on the world's

children and its past success in providing assistance, is

scheduled to receive $40 million from the U.S. Government in

1981. UNFPA, with health and family planning programs func-

tioning in over 120 developing countries, is scheduled to :
receive $32 million through an AID appropriation during 1981.

\
17\
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On an individual basis other contributions are made to
specialized agencies for activities which the U.S. holds

in hic* priority, and for which the agency concerned has
speci.i expertise. For example, FAO received special
contributions from the U.S. in the recent past for its

Sakel Relief activities and related food production oriented
programs. Similarly, functionally specific agencies such

as International Atomic Energy Agency (IAEA) are granted
funds for special high priority initiatives in nuclear safe-
guards.

Since the mid-1960s, several special bodies have been created
within the UN system whi~h pay special consideration to parti-
cular problems of LDCs. One of the most important, the UN
World Yr'ood Program (WFP), has committed nearly $4 billion in
over 100 countries since its inception in 1962. The WFP uses
food commodities, cash and services pledged by member states
(the U.S. pledged $88.0 million in 1978) for programs in
social and economic development as well as for relief in
emergency situations. Another organization, the International
Fund for Agricultural Development (IFAD), was established in
1977 with combined pledges of $1.1 billion almost equally
divided among the developed world and the OPEC countries. IFAD
provides concessional loans and limited grants to LDCs =-- and
especially the least developed in the field of agriculture

and rural development. Other agencies exist to facilitate
disaster assistance (United Nations Disaster Relief Qffice -
UNDRO) , refugee assistance and repatriation (United Nations
High Commission for Refugees — UNHCR), and to focus attention
on environmental issues (United Nations Environment Program -
UNEP) .

b. Aassessed Contributions

Many of the older UN agencies began their operations with
mandates very different from their main emphasis today.

Prior to the independence of the African and 2sian States
which now comprise the majority of UN membership, the
Specialized Agencies were concerned primarily with activities
that benefited the global community and only indirectly

the LDCs and their development problems. Until the late
1950s most specialized agencies had relatively small tech-
nical assistance preograms, instead concentrating their
efforts on research; data collection and analysis; standard
setting; convening conferences and seminars to focus atten-
tion on world issues and problems, and the like. With the
exception of UNICEF and possibly WHO, development assistance
was only an auxiliary responsibility. With the advent of
UNDP as an overall coordinator in 1966, and the availability
of significant resources for developmental purposes, the
specialized agencies have increasingly emphasized development.
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For example, FAO has some 3,000 plus technicians in the
developing world who are addressing such diverse agri-
cultural issues as nutrition improvement, rural develop-
ment, afforestation, livestock improvement, water and land
use planning, training and policy and planning advice.

The U.S. has been a substantial contributor to most
Specialized Agencies reqular budgets. By treaty or its spin-
off, the U.S. is assessed a percentage of this predominantly
non-developmental budget. The following are examples of the
assessed contributions of significant Specialized Agencies:

CY 1978
FAO 25% $ 26.7 million
IAEA 25% - 12.7 million
UNESCO 25% 27.3 million
WHO 25% 45.2 million

Currently, the Specialized Agencies receive approximately

60% of their total development funds from UNDP. Independently
of UNDP, many of the UN Specialized Agencies use a portion

of their assessed contributions (usually 5-10% of their
budgets) for technical assistance activities. The types of
projects they finance vary from agency to agency, but generally
emphasis is placed on action-oriented, quick response type
activities. Many of these are projects which have a good
chance of generating a future large scale investment by a
bilateral donor or multilateral bank.
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II. aA. 4. Development Assistance Through Facilitating
Trade and Investment

Conventional foreign aid programs provide only a small frac-
tion of the money needed for growth and development in the
Third World. Third World development efforts in significant
part must depend on private commercial activities to promote
growth and basic improvements in socio-economic conditions.
Private trade and investment decisions vis=-a-vis the Third
World depends heavily on U.S. and international trade invest-
ment and monetary policies. The setting of such policies is
in many ways far more significant to promoting the economic
efficiency and growth of developing countries than decisions
concerning the level and nature of U.S. development and other
foreign assistance. The relationship of U.S. development
policy to trade investment and monetary decision making is
treated in the separate IDCA Director's Office Briefing Book.

Some components of the U.S. assistance program, however, work
directly to encourage trade and investment, by providing
incentives to U.S. investors and traders to encourage their
participation in the foreign development process. Two pro-
grams, the Overseas Private Investment Corporation ("OPIC")
and the Trade and Development Program ("TDP"), have been
instituted for this purpose. Primarily by guaranteeing U.S.
investments and by financing feasibility studies and related
project planning services, these programs seek to facilitate
or increase the level of U.S. investment in and trade with
the Third World. Among other things, these programs aim to
facilitate the transition from concessional assistance to
reliance on the international private sector.

The resources of OPIC and TDP are used to insure or finance
activities which might not have attracted the private inves-
tor without such incentives, but which are essential to the
balanced economic development of a country. The guiding prin-
ciple of both programs is mutual benefit: they encourage and,
assist those private investments which promise to accelerate
ecoromic growth in developing countries while benefitting the
U.S. As components of IDCA, these programs are coordinated
and guided to be consistent with overall U.S. Development and
Trade policies.
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Ir. B. MAJOR METHODS OF A.I.D. FINANCING

1. Dollars are appropriated to A.I.D. for Develop-
ment Assistance and the Economic Support Fund
(ESF) .

2. Dollars finance activities thrcugh loans and
grants.

a. A loan is a transfer of resources, for the pro-
curement of goods and services, which must be
repaid over time.

b. A grant is a transfer of resources, usually for
the procurement of goods and services, which is
not repaid. Under ESF, grants may be used to
transfer cash to achieve short-term political
objectives. Under Development Assistance, grants
may be used to transfer cash to international
organizations or domestic institutions for budge-
tary support.

3. Activities are classified as project or nou-
project (program) assistance.

a. Project assistance provides goods and services
for a specific activity to achieve a defined
development objective. Project assistance is
composed of capital assistance and technical as-
sistance.

-- Technical assistance is usually financed by grants.
However, for the more advanced less developed
countries, or where capital and technical as-
sistance are combined in one project, A.I.D. may
choose to finance technical assistance with loans.

-~ Capital assistance is usually financed by loans.

-- In FY 1981, under the Continuing Resolution, total
Development Assistance including the functional ac-
counts and the Sahel Development Program, breaks
down into 317 loan and 69% grant.

b. Non-project activities finance commodity imports
or cash transfers to provide balance of payments
assistance or budgetary support.

’ Non-project assistance for balance of payments




support is currently financed only by ESF.
Budgetary support can be financed from Develop-
ment Assistance or ESF.

Current A.I.D. loan terms for Development As-
sistance and ESF vary to some degree.

Most Development Assistance loan terms are 40
years, with a 10-year grace period. Interest

is 27 for the grace period and 3% during the
remainder of the repayment period. (This con-
stitutes an effective grant element of approxi-
mately 68%; the Development Assistance Committee
(DAC) of the OECD uses a benchmark of 257 grant
element for measuring a country's Official De-
velopment Assistance (ODA) level.) However, the
FY 1981 (appropriations) legislation (for de-
velopment assistance) requires that countries
with per capita incomes between %650 and $1100
per year must repay loans in 25 years including
the grace period and countries with per capita
incomes above $1100 per year must repay loans
within 20 years.

The terms for ESF are not prescribed by legisla-
tion, but are determined by the President.

Most ESF loan terms are 40 years to repay includ-
ing a 10 year grace period. Interest is usually
27, for the grace period and 37 during the remain-
der of the repayment period. For certain more
developed recipient countries terms are harder.

Most A.I.D. loans and grants are made on a bi-
lateral basis to less developed countries. How-
ever, A.I.D. grant contributions are also made
available to: U.N. organizations; U.S. research
and service institutions; American schools and
hospitals abroad; and international research in-
stitutions:
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S_FiCTION IIYI. WORLDWIDE BILATERAL AND MULTILATERAIL AID
. "ITI. A. AID FLOWS OF ALL DONORS

Tables I and II, on pages 4 and 5 attached show the
financial aid flows (expressed in U.S. dollars) to
(a) the developing countries, and (b) multilateral
agencies, by major donor groups.

In summary, these tables indicate that 1979

United States flows when evaluated as a percentage
of GNP, were the reverse of the United Nation's
Second Development Decade Targets with respect to
the Official Development Assistance (ODA) and Non-
ODA Components. The United Nation's targets were:
a total financial flows to GNP ratio of 1.0 per-
cent; an Official Development Assistance flows to
GNP ratio of 0.7 percent (which the United States
reserved on); and, by implication, a ratio of 0.3
percent for other Official flows and private
capital flows to GNP. Equivalent 1979 ratios
reached by the United States were: 1.0% in the
case of the 1.0 percent target; 0.2% against the
0.7 percent target; and 0.87 against the implied
0.3 percent target.

The most significant thing to note from Table I
is that - during the seventies - the U.S. declined
in importance as a ODA donor. Specifically:

The ratio of U.S. ODA to total flows declined from
447, in 1972 to 25% in 1979.

The Organization of 0il Exporting Countries (OPEC)
countries have emerged as a major donor group.

Non-ODA flows were four times the ODA level for
the United States in 1979 but only 2.15 times
greater in the case of other DAC donors. As Table
IT indicates:

Other Development Assistance Committee (DAC) donors
increased in importance, as their ODA flows rose,
and those of the U.S. remained relatively constant.

The U.S. provided 167 of all donor ODA flows in
1979, as compared to 347 in 1972. *

The U.S. commitment to development, as measured by
the ODA to GNP ratio, declined from 0.29% in 1972
to 0.20% in 1979; during the same period, the ratio
for other DAC countries rose froun 0.36% to 0.44%.

Table II shows that financial fiows from all donors in
creased markedly in 1979, as compared to 1974; but the
relative importance of ODA continued to decline.

* Source: DAC Statistical Annex (80) 27, Table A-2.




Specifically:

Total flows increased by 150% from 1974 to
1979; and

ODA increased by 97% from 1974 to 1979; but

ODA as a percentage of total flows declined
from 467 in 1974 to 367 in 1979.

The U.S. pattern also shows a more rapid in-
crease in total flows in 1979, mainly of
private flows. As the table indicates:

Total flows from the U.S. increased by 310%
from 1974 to 1979%; but

ODA from the U.S. increased by only 28% from
1974 to 1979.

)
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III. B. AID FLOWS FROM THE DEVELOPMENT ASSISTANCE
COMMITTEE (DAC) COUNTRIES *¥

Table III on the following page compares the
financial aid flows of the U.S. and other DAC
countries to the developing countries and multi-
lateral agencies. The table shows that:

-- The ODA to GNP ratio of the U.S. during the seven-
ties has been below the DAC average -- by an in-
creasing margin in each successive year;

-- Eight of the 17 DAC countries achieved an ODA to
GNP ratio in excess of 0.527 or roughly 2.6 times
the ratio for the U.S. in 1979; and

o -- U.S. ODA levels during the seventies have in-

. | creased only 467 over the 1969-1979 average; as {
a percent of GNP, U.S. levels have declined from ‘
0.497% in the mid-sixties to 0.207% in 1979.

* Source: DAC Statistical Annex (80) 27, Table A-2.

** DAC Countries include: Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany (West),
Italy, Japan, Netherlands, New Zealand, Norway,
Sweden, Switzerland, United Kingdom, United States.
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TOTAL FINANCIAL FLOWS TO DEVELOPING COUNTRIES AND MULTILATERAL ..
AGENZIES BY MAJOR GROUPS(a)

;". $ Billion | As percent of total

1977 1978 1979 ) 1977 1978 1979
TOTAL FLOWS (net) 64.88 80.65 81.40 100 100 100
DAC Countries 57.24 73.85 74.38 88 92" 9]
(u.s.) (12.43) (16.17) (18.67) (19)  (20) (23)
{Other DAC) (44.81) (57.68) (55.71) (69) (72) (68)
OPEC Countries 6.26 5.44  5.07 10 7 6
USSR and Eastern Europe 1.38 1.36 1.94 2 2 2

Source: DAC Statistical Annex (80)27
A-] 9 A-z
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TABLE II TOTAL NET RESOURCE RECEIPTS OF DEVELOPING COUNTRUES FROM ALL SOURCES
s
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Table III HNET OFFICIAL DEVELOFMENT ASSISTANCE FROM DAC COUNTRIES® TO DEVELOPING COUNTRIES
i AUD MULTILATE AL AGENCIES

) Disbursements $ million ar?d per ceat of GiP

1969"71 r\'let‘age 197‘. 19"'5 1976 1977 1978 i . 1879 ‘l
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United 3tates ..... 3 244 0.32 3 673 | 0,26 } &4 161 0,27 4 360} 0,26 4 682 | 0,25 5 666 | 0,27 |4 6r4 0,20
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. (COMPARISON OF 1974 41979 )
($ in Thousa

U.S. CAMPARISON TO OTHER DAC AID | l

1974 1979 Percent Change 1974-1979
Total ODA Total —ODA % %
Total GNP 0DA GNP Total GNP ODA GNP Total Change ODA Change
DAC Total 22,390 0.65 11,618 0.34% 74,380 1.16%° 22,377 0.2.35% 51,990 + 232% 10,759 +93%
u.s. 4,549 0.32 3,673 0.26% 18,670  0.80% 4,684 0.20% | 14,121 + 310% 1,011 +28%
Other DAC Countries 17,841 0.88 7,945 0,39% 55,710 1.37% -17,693 0.44%{ 37,869 + 212% 9,748 +123%
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SECTION IV. FOREIGN ASSISTANCE LEGISLATION

The Foreign Assistance Act of 1961, as amended (the "FAA"), is the
principal authority for the U.S. bilateral economic assistance
program administered by the Agency for International Development
("AID"). The Overseas Private Investment Corporation ("OPIC"),
U.S. voluntary contributions to International Organizations and
the Trade and Development Program also derive their authorities
from the FAA. In addition, AID and USDA provide bilateral food
assistance as authorized by the Agricultural Trade Developmment
and Assistance Act of 1954, as amended ("P.L. 480"). Finally,
U.S. multilateral assistance is authorized by the statutes autho-
rizing voluntary contributions to international organizations and
U.S. participation in and contributions to the multilateral
development banks. Since 1979, the International Development
Cooperation Agency ("IDCA") has been responsible for coordination
of overall foreign assistance policy and budget matters.

A. Authorizing Legislation

1. Foreign Assistance Act of 1961, as amended

AID's program authorities are derived from the FAA.
Until the early 1970's, Congress amended the FAA
annually with a bill that included both economic and
military assistance. The conventional wisdom was that
political support for the authorization bill depended
upon wedding development and military assistance
programs.

There were few shifts in direction or emphasis in the
foreign assistance authorization legislation during the
1960's. The principal themes in this period were the
encouragement of self-help by recipient countries and
close coordination among the U.S and other donor
countries and neighboring aid recipients.

During the 1970's foreign assistance became entangled in
the dispute between Congress and the President over the
war in Indochina. In 1971 a coalition of Senate
liberals and conservatives rejected the combined
military and economic aid authorization and a substitute
measure narrowly passed the following session. In 1972,
the development and military elements of the program
were split and the Senate defeated the FY 1973 military
assistance authorization. 2s a result, passage of the
regular appropriation bill, which included both military
and economic aid, was blocked and funding for foreign
aid in FY 1973 had to be provided under a continuing
resolution.
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In 1973, the Senate authorized military and economic
assistance in two separate bills, but the final version
of the bill combined the two assistance areas.

The 1973 experience convinced AID and its congressional
friends that splitting the authorization into separate
military and economic bills would solve the Congres-
sional deadlock which had hamstrung foreign aid in the
early 1970's. More important, major policy changes--
Congressional mandates--were inserted in the development
assistance sections of the 1973 authorizing legislation.
These mandates are discussed below. By 1980, the
pendulum had swung again, with security interests
becoming increasingly important. As a result, the
Administration decided to combine security and economic
assistance authorizing legislation into a single bill in
1980.

Foreign Assistance Act of 1973

In the early 1970's, supporters of foreign assistance on
the House Foreign Affairs Committee were determined to
make aid for the poorest sectors of developing nations
the central thrust of the AID mandate.

Rather than relying on a "trickle down" approach,
Congress directed that AID should extend assistance
directly to the recipient nation's poor population. In
order to achieve this goal, Congress replaced the old
categories of technical and developmental loans and
grants with new functional categories aimed at specific
problems such as nutrition, population, and education.

Congress directed that the aim of bilateral development
aid should be to concentrate on sharing American
technical expertise, farm commodities and industrial
goods to meet development problems, rather than rely on
large-scale transfers of money. Congress encouraged the
participation of the host governments and the private
sector in the development efforts of each country.

The congressional mandate (known as "New Directions")
also directed the President to establish the following
foreign assistance priorities: food production, rural
development, nutrition, population planning and health,
education, public administration, and human resources
development.

In the Senate, the authorization was embroiled in the
Senate's desire to control the Vietnam War decision-
making process. As a result, the authorization bill




that finally emerged from conference cut slightly into
the Administration request for economic aid and slashed
the military aid request by over 25%.

International Development and Food Assistance Act of
1978

The FY 1979 authorizing legislation revised the state-
ments of policy in the FAA. The new provisions did not
depart from the New Directions policy adopted by Congress
in 1973. They did, however, eliminate outdated provisions
in existing policy statements, consolidate various FAA
policy provisions and reinforce and clarify the New
Directions guidelines. The basic policies underlying

the FAA functional accounts were maintained, but they
were updated and revised as necessary. In addition,
Congress added new provisions to the FAA to reflect its
continuing concern for women in development, appropriate
technology, human rights, environmental protection and
energy. The following were among the other significant
provisions of the FY 1979 authorization legislation:

- The Conference Report directed the President to
institute a strengthened system of coordination of
all U.S. economic policies that impact upon the
Third World. 1In this regard, the Conaress directed
the President to consider establishing an Inter-
national Development Cooperation Administration.

The legislation called for AID to submit regulations
to Congress which would establish a unified personnel
system for AID.

An Auditor General was established for AID who was
under the direct supervision of the Administrator.

The FY 1979 authorization also established a new Economic
Support Fund (ESF) program as a successor to the Security
Supporting Assistance (SSA) program. The ESF provisions
explicitly limit its use to economic assistance purposes.
(The SSA program had included programs for economic
assistance, assistance for peacekeeping and for activities
relating to U.S. access to military facilities.) The
purpose of ESF is to promote economic or political
stability. The types of projects which may be financed
are not limited in the manner specified for Development
Assistance. Nevertheiess, it was the intent of the
Congress to emphasize the economic and development goal
of the ESF program. Accordingly, it directed the
President, in planning ESF programs, to take into
account, to the maximum extent feasible, the "New
Directions" policy guidelines set forth in the FAA,

Note, Executive Order 12163, September 29, 1979, delegates
policy decisions regarding ESF to the Secretary of

State. The same Executive Order delegates that admini-
stration of the ESF program to the Director of AID in
IDCA Delegation of Authority No. 1.




4. International Development Cooperation Act of 1979

The FY 1980 authorizing legislation was intertwined with
the establishment of IDCA as an independent agency
responsible for coordination of overall foreign assistance
policy and budget matters. In the authorization

process, Congress amended the FAA to emphasize congres-
sional concern in the areas of food security, deforesta-
tion and energy. The following were among the other
important provisions of the FY 1980 authorizing
legislation:

- establishment of the Institute for Scientific and
Technological Cooperation to encourage and support
the scientific and technological capacities of
developing nations to deal effectively with their
development problems. (Note that the Institute was
not established due to subsequent Appropriations
Committee action.)

- congressional recognition of the relationship
between illicit narcotics production and overall
development programs.

- establishment of a Minority Resource Center to
increase the participation of economically and
socially disadvantaged businesses in the
development activities of AID.

In 1979 Congress also approved Reorganization Plan No, 2
of 1979 which established the International Development
Cooperation Agency as an independant executive agency
responsible for establishing overall development assistance
policy and coordinating international development
activities supported by the United States. Reorgani-
zation Plan No. 2 transferred certain authorities vested
in AID, its Administrator or the agency primarily
responsible for administering Part I of the FAA to the
Director of IDCA. Pursuant to the Reorganization Plan,
the President issued Executive Order 12163 delegating
the authorities vested in him by the FAA to the Director
of IDCA, who in turn redelegated them as appropriate to
the Administrator of AID by IDCA Delegation of Authority
No. 1.




International Security and Development Cooperation Act

of 1980

On November 19, 1980, legislation authorizing foreign
assistance programs and activities for FY 1981 was
reported out of Conference. It is anticipated that the
authorization will be voted on by the Congress during

.the week of December 1., The following summarizes the

major provisions of the bill as repoited:

Authorization of a $2,065,300,000 Economic Support
Fund program for FY 1981.

Additional ESF assistance to Israel ($785 million),
Egypt ($750 million), Turkey ($200 million) and
Cyprus ($15 million) is earmarked.

An authorization of $1.338 billion to fund programs
from AID's functional accounts (sections 103-106 of
the FAA). This is only $70 million below the
Administration's request level.

Restructuring of FAA section 106 to place stronger
emphasis on energy programs.

Provisions enabling closer cooperation between AID
and private voluntary organizations.

Authorization to permit AID to borrow up to $50
million in a fiscal year from development accounts
to carry out disaster assistance activities,

Establishment of an African Development Foundation.
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APPOPRIATIONS LEGISLATION

l.

Levels

The Congress did not enact a regular foreign assistance
appropriation bill for FY 1980 anc¢ it is anticipated
that an appropriation bill for FY 1981 will not be
passed by the Congress until mi&-~1981, at the earliest.
In lieu of regular appropriations bills the Congress has
enacted a series of continuing resolutions as stop-gap
measures tc enable foreign assistance operations to
continue in FY 1980 and 1981, Failure to enact regular
appropriations legislation has had the following effect
on funding levels:

Under the terms of the Continuing Resolution for FY
1980 (P.L. 96-123), AID operated at the FY 1979
level for each of its line item accounts or at the
level for each account contained in the appro-
priations bill for FY 1980 passed by the House,
whichever level was lower. In most cases this
meant that AID was required to operate at FY 1979
levels during FY 1980.

Under the terms of the Continuing Resolution for FY
1981 (P.L. 96-369), foreign assistance activities
are being conducted at levels, for each line item
account, agreed to by Senate-House conferees on the
FY 1980 foreign assistance appropriations bill,
except that the Continuing Resolution specifically
appropriates a somewhat higher amount, $280,000,000,
for AID's operating expenses,

As shown in the accompanying table, the impact of the
failure of the Congress to pass appropriations
legislation has been borne most heavily by AID's develop-
ment assistance programs, its operating expense account,
and the U.S. contribution to international financial
institutions.

In addition, the Continuing Resolution for FY 1981
applies the terms and conditions stated in the
Conference Report on AID's unenacted FY 1980 appropria-
tions bill to funds made available for FY 1981.

The Continuing Resolution must be extended before
Congress adjourns sine die. It is not known at the time
of this writing what changes, if any, will be made in the
Continuing Resolution.




Substantive Provisions

Appropriations legislation appropriates funds for
line-item accounts. Thus, for example, AID's develop-
ment assistance accounts (those authorized by sections
103-106 of the Foreign Assistance Act) each receive a
separate appropriation.

The Appropriations Committees have assumed an
increasingly greater "oversight" function with regard to
the way foreign assistance activities are conducted.
This role is reflected in extensive hearings which
examine assistance programs in considerable detail, as
well as in various legislative restrictions and
controls, Tiae most significant of these restrictions
are as follows:

- Prior Notification: Appropriations for economic
assistance are requested by submission of a very
specific, detailed justification (the Congressional
Presentation) of projects to be funded during the
fiscal year. The appropration, as noted above, is
by broad line-item category. Within this category
AID has a certain amount of flexibility to redirect
its program. However, the Congress has limited
this flexibility by requirng prior notification at
least 15 days in advance of the obligation of funds
for activities not justified or in excess of the
amount justified to the Appropriations Committees
in the annual Congressional Presentation. A
revised Congressional Presentation and Notification
system will be initiated on February 1, 1981,
developed in cooperation with the Committees, which
will eliminate much unnecessary paper work and
justify economic assistance projects and activities
in the context of an overall development strategy.

- Loan Availabilities and Terms: The Appropriations
Committees have required AID to increase its loan
portfolio and, additionally, apply harder repayment
terms for those countries in better financial
condition. Thus, the unenacted FY 1980 appropria-
tions bill (which forms the basis for operations
under the FY 1981 Continuing Resolution) requires
that at least $372,750,000 of funds made available
to carry out section 103-106 of the Foreign
Assistance Act be made available for loans. It
also provides for repayment of AID loans within 20
years by countries whose per capita GNP excees
$962, and 25 years by countries whose per capita
GNP is between $589 and $962. AID's standard loan
repayment period is 40 years.




AlD Operating Expenses: The Senate Appropriations
Committee is particularly concerned with AID's
Operating Expense account. Recent appropriations
legislation have rlaced ceilings on the amount of
funds which may be used for AID operating expenses
in Washington. Additionally, the FY 1979 Appropria-
tions Act contained a limit on the amount of funds
that could be used to finance personal services
contracts. Although this latter restriction has
not been made applicable under the Continuing
Resolution to operations in FY 1981, AID has
voluntarily imposed similar limitations on personal
services contracts.

Carry-Over of Funds: Except in limited cases, AID
no longer has authority to carry-over unobligated
balances of appropriated funds into a subsequent
fiscal year. '

Transfer of Funds: Appropriations acts have
routinely included a prohibition against the
transfer of funds between appropriation accounts
unless the prior written approval of the Appropria-
tions Committees has been obtained. The Executive
Branch has viewed this, and similar provisions

requiring prior approval, as an unconstitutional
intrusion into Executive authority. AID has made
use of the transfer authority contained in the
Foreign Assistance Act very sparingly and only
after prior consultation with Committee members and
staff,

Country Limitations: The unenacted FY 1980 appropria-

tions bill contains a prohibition on the use of

funds made available thereunder for direct

assistance to Angola, Cambodia, Laos, Vietnam and
——Cuba. A similar prohibition is made zpplicable to

Mozambique; however, the bill allows the President

to waive the prohibition to Mozambique if

assistance is determined to be in the foreign

policy interest of the U.S.

End of Fiscal Year Obligations: Appropriaton acts
have prohibited the obligation of more than 15% of
any foreign assistance appropriation (except
disaster assistance and migration and refugee
funds) during the last month of availability. This
prohibition is designed to avoid last minute
obliation of fiscal year limited funds and to
encourage well-planned projects.




Participant Training: The unenacted FY 1980 bill
includes a limitation on the amount of funds which
may be used to finance the training of individuals
selected directly or indirectly by their govern-
ments. In addition, a sense of Congress statement
would require a number of trainees to be selected
by independent panels in the foreign country.

Reports and Studies: The unenacted FY 1980 bill
includes a requirement that the cost of each
written document prepared under the auspices of
AID, any portion of which is prepared by someone
other than a full-time employee of AID, is to be
designated on the cover of that document, AID has

ta*en certain administrative actions to implement
this provision. Discussions are underway with
Committee staff to determine if these actions are
considered adequate by them.




FOREIGN ASSISTANCE APPROPRIATIONS for FISCAL YEARS 1979-1981

‘ ‘

New budget Foreign Budget Continuing
Obligational Assistance Request: Resolution
Authority Act:ivities
FY 1979 FY 1980 FY 1981 FY 1981
International Financial Institutions
Contribution to ti.e Inter -Development Bank:
Inter-regional paid-in capital 27,296,025 44,164,226 58,929,868 51,547,047
Callable capital 322,367,077 544,555,402 (726,954, 498) {560,754, 950)
Inter-regional callable capital 239,065,381 - - -
Fund for special operations 175,089, 000 175,600,009 325,277,060 200,006,000
Current replenishment - - (175,000,000) -
Prior replenishment - - (150,277,000) -
Total,contribution to the IDB 763,728,483 763,719,628 384,206,868 251,547,047
Contribution to the Inter.atianal Bank for
Reconstruction and Development:
Paid-in—capital 16,307,917 16,299,665 86,278,050 32,800,000
Callable capital 146,771,248 146,695,989 (776,50™,449) (295, 200,000)
Total contribution to the World Bank 163,079,165 162,996, 654 86,278,050 32,800,000 ,.
QO
Contribution to the International Finance Corporation 40,045,100 19,000,000 14,447,900 33,447,900
Contribution to the International Dev. Association 1,258,000,000 1,072,000, 000 1,100,000,000 1,072,000,000
IDA TV (458,009, 000) (272,000,000) (20,000, 0uLV) -
IDA V (800, 000, GOO) (800, 000, 000) - -
IDA VI - - (1,08G,000,0C)) -
Total, World Bank Group 1,461,124,265 1,253,996,654 1,200,725,950 1,138,247,900 .
Contribution to the Asian Development Bank:
Paid-incapital 19,451,200 15,389,794 29,788,631 24,827,301
Callabl ital 75,060,806 1 , 8.25 9) 223,387,386
Develo;.eﬁ‘zp;\md 17% 948% 000 ﬁ‘i’%?o%%% (26 %28 03 (114:785,3] 3)
* Current replenishment - (léé 388 888;
vrior replenishment - - ( e
Total, contribution to the Asian Dev. Bank 265,000,000 264,991,570 201,038, 631 139,612,614
Contribution to the African Development Fund 25,000,000 25,000,000 58,333,334 "1, 666,667
Contribution to the African Development Bank - - 17,986,679 -
Callable capital - - (53,960,035) -
Subtotal, Internaticnal Financial Institutions 2,514,852,748 2,307,707,852 1,852,291,462 1,571,074,228




J VIS S W F
New budget
Obligational
Authority

FY 1979

%
Foreign
Assistance
Activities
FY 1980

Continuing
Resolution

Hudpget
Request

FY 1981 FYy 1981

Title U - Multilateral Economic Assistancec -
Continued
International Monetary Fund

{Participation in Supplementary Financing Facility 1,831,640,000
i

Total, Internuational financial institutions:
New Budget (obligational) authority
Paid-in and special funds
Callable capital

4,346,492,748
(3,463,228,242)
(883,264,506)

2,307,707 ,852
{1,478,103,685)
(829,604,167}

1,862,291,462
(1,862,291,462)
(1,825,673,031})

1,571,074,228
(1,571,074,228)
(1,079,342,336}

Bilateral Economic Assistance
Agency for International Development

Agricul ire, rura: development and nutrition develop-
ment assistance

Populutiun plunning, development assistance

Bealth development assistance

Education and human resources development, develop-
ment ussistance

Yechnical assistance, encvgy, research, reconstruction
and selected development problems, development
assistance

Loans
Grants
merican schools and hospitals abroad
tontingency fund
International disaster assistance
African refugce assistance
Sahel Jdevelopment program
Payment to the Foreign Service Rectirement and
Disability Fund
gverseas training (foreign currency program)

]
: Tolal, development assistance
!
!

.Security Supporting Assistance
‘Economic support fund o
‘assistance for relocution of facilities in Isracl
‘!Pcacekeeping operations : . ..

!Programs of Scientific and Technological Cooperation
‘Institute of Scientific a.S Technological Cooperation
LaIb operating cxpenses

D R o e e tat i ad

605,000,000
185,000,000
130,000, VU0

97,000,000

115,000,000

605,000,000
185,000,000
130,000,000

97,000,000

115,000,000

729,273,000
233,015,000
159,213,000

122,069,000

160,632,000

635,000,000
190,000, 00U
135,000,000

101,000,000

111,888,500

[ ad

1,132,000,000

(396,200,000)

(735,800,000)
25,000,000
3,000,000
20,000,000
15,000,000
75,000,000

25,676,000

(400,000)

400,000,000

1, 882,000,000

800,000,000
27,400,000

254,000,000

1,132,000,000

(296,200,000)

(735,800,000)
25,000,000
64,800,000
14,250,000
75,000,000

26,696,000
{400,000)

2,026,000,006

22,000,000

264,587,000

1,409,202,000

7,500,000
25,000,000

113,442,000

25,296,000
(650,000)

——
-

2,030,500,000

25,000,000
85,000,000
289,100,000

(387 ,000,000)
(785,888,500)
20,000,000

73,000,006y
14,250,000
92, 501,300

25,676,700
(20,700,000}

1,984,500,000

21,100,000
12,000,006

280,000,000

1,172,888,500 '

(3.,161,000)

4,700,000

{(2,950,00u;

g~y
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MAJOR PROVISIONS OF THE FOREIGN ASSISTANCE ACT OF 1961, AS
AMENDED ‘

The FAA authorizes appropriations and provides policy and
administrative authorities for the conduct of U.S. assistance
programs. In addition, it contains restrictions on the
conduct of foreign assistance programs by the Executive
Branch. The Congress has recognized the necessity for
flexibility in administering the AID program and Section
6l14(a) of the FAA provides a general waiver provision which
authorizes the President to spend up to $250 million of FAA
or Arms Export Control Act monies (up to $50 million in any
one country unless it is the victim of "communist
aggression"), without regard to legal restrictions if he
consifiers it important to the national security. Many
restrictions also have built-in waiver provisions but some
specifically deny the availability of any waiver provision.

There are three basic groups of constraints in the foreign
assistance legislation: administrative and management
controls on foreign assistance operations, restrictions on
assistance to certain countries, and mechanisms for Congres-
sional involvement in the allocation of foreign assistance
resources.

1. Administrative and Management Constraints

a. Procurement

"Buy American Provisions". FAA Section 604

generally requires that commodities financed by AID

must be procured in the United States unless the

President determines that the economic or other

advantages to the U.S. of lower cost procurement

abroad outweigh any adverse effects to the U.S.

economy or industrial mobilization base of lower

cost procurement offshore, The President has

determined that U.S. interests are generally served

by procurement in developing countris and has

expanded the list of eligible countries accord-

ingly. Other exceptions are made under special
circumstances. FAA Section 604(e) prohibits

procurement of agricultural products when the

domestic price is less than parity. An amendment .
to FAA Section 604 (¢} in the FY 1981 authorizing .
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legislation permits commodity purchases outside of
the United States. FAA Section 636(i) limits the
purchase of motor vehicles to those manufactured in
the United States. These limitations are based on
the balance of payments concerns that dominated the
1960's and early 1970's. The generally higher cost
of U.S. procurement has been deemed more than
offset by the positive effect on U.S. trade
balances.

The Merchant Marine Act of 1936 requires the use of
at least 50% U.S. shipping in transporting AID-
financed commodities (other than those purchased
with foreign currencies), and FAA Section 612(b)
prohibits the use of dollars for the procurement of
goods and services if U.S.-owned foreign currencies
are available--unless the official approving the
voucher certifies the reason for the use of
dollars,

Method of Procurement. As with other Government

agencies, procurement by AID is normally through
competition., FAA Section 633 permits the waiver of
competitive contracting if competition would

interfere with the conduct of foreign policy or the
furtherance of FAA purposes. AID has, neverthe-

less, generally adhered to the principles of

competition. This has normally not worked to the

Agency's disadvantage and it has insured the 5
availability of well-qualified contractors. )

FAA Section 602 requires assistance to small
American business to insure its equitable partici-
pation in the furnishing of AID-financed
commodities and services. The statute directs AID
to inform suppliers in the United States,
particularly small, independent enterprises, as
early as possible of prospective purchases. This ~
procedure can lengthen procurement lead times and
is generally waived in emergencies such as natural
disasters. AID must also advise prospective
purchasers in aid-recipient countries of
commodities, articles and services produced by
small business in the United States.

Section 604 (f) of the FAA prohibits payment to a
supplier under a commodity import program unless
the supplier certifies a description of the
commodity, its condition and such other information
as AID may by requlation require; and, on the basis
of such information, AID has determined the
commcdity to be "eligible and suitable for
financing."
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Project Management

Congress has enacted a number of provisions that
are aimed at insuring the efficient management of
AID projects and at preventing dissipation of AID
funds. Many are good management rules that we
would follow in any event and other can be trouble-
some.,

FAA Section 110(a) prevents the United States from
financing a program or project unless the recipient
country guarantees that at least 25% of the costs
will be provided by local entities. Local inputs
may be provided on an in-kind basis and the
provision may be waived on a project~by-project
basis in the relatively least developed countries.

FAA Section 110(b) prohibits furnishing grant
development assistance for a project that will
require funding for more than 36 consecutive
months, This provision may be waived if an
extension is justified to the Congress.

FAA Section 620(m) prohibits furnishing grant
assistance to any economically developed nation
which is capable of sustaining its own defense
burden and economic growth. This provision has
raised most questions in the context of economic
assistance programs that are related to base rights
arrangements, such as those in effect in Spain,
Bahrain and Oman.

FAA Section 301(d) provides that if the United
States is the sole donor to a trust fund
administered by an international organization, the
grant agreement must permit the General Accounting
Office to "conduct such audits as are necessary to
insure that such funds are administered in
accordance with such agreement.,"

Section 611 (a) of the FAA prohibits the obligation .
of funds in excess of $100,000 for any project
until the necessary engineering, financial and
other plans have been completed, a reasonable firm
estimate of the cost of such assistance has been
made, and, if recipient-country legislative action
is required to implement the project, there is a
reasonable expectation that the necessary legisla-
tive action will be completed in time to carry out
the project.




15

FAA section 611 (b) and the Continning Resolution require
that the plans for any water or related land resources
construction project include cost-benefit studies similar to
those required by a now obsolete domestic directive. Section
611(e) further prohibits furnishing assistance in excess of
$1,000,000 to any capital assistance project until there has
been certification from the A.I.D. Mission Director that the
recipient country has the capability to maintain and utilize
the project effectively.

C. Prohibited Projects

Various provisions of the FAA prohibit certain kinds of
projects. FAA Section 620(d) provides that any productive
enterprise to which development assistance is furnished must
not compete with United States enterprises. In the event
that such competition is likely to occur, the recipient
country must agree to procedures that will prevent the
exportation for use or consumption in the United States of
more than 20% of the production of that facility.

FAA Section 620 (k) prohibits assistance to a productive
enterprise if the aggregate value of such assistance will
exceed $100 million, unless the "express approval" of Congress
is obtained. Congress has exempted certain projects in Egypt
but this prohibition may cause problems in the future in

Egypt and elsewhere,

FAA Section 620 (h) requires the President to adopt regula-
tions and procedures that will insure that U.S. assistance is
not used in a manner which promotes or assists the foreign
aid projects or activities of Communist bloc countries.
Exceptions are allowed if this "commingling” is not contrary
to the best interests of the United States.

Under the Continuing Resolution none of the funds appro-
priated may be used for the export of nuclear equipment, fuel
or technology or to provide assistance for the training of
foreign nationals in nuclear fields.

2. Country Constraints Concerning Human Rights

One recent category of constraints arises from Congress'
intensified concern with the treatment of human rights in aid
recipient nations and with efforts to prevent the identifi-
cation of the U.S. Government with repressive practices.

Two provisions address the issue of human rights in broad
terms. The first, FAA Section 116 prohibits furnishing

economic assistance to any government that engages in "a
consistent pattern of gross violations of internationally
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recognized human rights.” The prohibition does not apply,
however, if the assistance furnished directly benefits "needy
people." Section 116 also provides for a reporting system to
the Congress and for termination of assistance programs by
concurrent resolution.

The other provision is FAA Section 502B which applies to ESF
and military assistance and sales. That provision states
that it is the policy of the United States not to provide
security assistance to any country whose government engages
in "a consistent pattern of gross violations of internation-
ally recognized human rights." The provision requires
country-by-country reports to Congress and also permits
Congress to request reports on individual countries at any
time. The reports must describe the status of human rights
and fundamental freedoms in the country and the steps that
the United States has taken in response to the repressive
practices. The report must also state whether in the opinion
of the Secretary of State extraordinary circumstances exist
which would necessitate a continuation of security assistance
if "gross violations" were found to occur. The provision
also provides for termination or restriction of aid by
expedited joint resolution.

Section 666 of the FAA prohibits economic development assis-
tance to any country that objects to the presence of a U.S.
employee who is implementing an assistance program on the

basis of that employee's race, religion, national origin, or
sex.

In order to disassociate the United States from repressive
practices, FAA section 660 provides a prohibition on using
FAA funds to assist law enforcement agencies or international
intelligence programs.

3. Protection of U.S. Public and Private Financial Interests

A third category of constraints relates to Congress' attempt
to use foreign assistance as a tool for protecting U.S.
private investors in foreign countries and assuring protection
of U.S. government property and financial interests. Section
620 (c) of the FAA prohibits providing assistance to any
country which has refused to pay a private U.S. citizen for
goods or services which were furnished by that citizen. Some
flexibility is allowed where, for example, legal remedies
have not been exhausted or where the President finds that
termination of assistance would be contrary to the national
security.
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FAA Section 620(e), the Hickenlooper Amendment, requires a
suspension of assistance ("suspension" requires an interrup-
tion of expenditures, as well as new obligations) to any
government that has expropriated property benefically owned
by U.S. citizens and has not taken steps to discharge its
obligation under international law to provide full and speedy
compensation for the expropriated property in convertible
foreign exchange. The President may waive the prohibition in
the event that he certifies that application of its
provisions to be imcompatible with the national interest. A
related provision is FAA Section 620(g), which prohibits the
use of assistance to compensate owners for expropriated or
nationalized property.

Another provision aimed at protecting private interests is
Section 620(o) of the FAA, which requires that the President
take into consideration whether or not a foreign country had
seized or otherwise imposed a penalty on a U.S. fishing
vessel while the vessel was in "international waters."

Congress has been equally concerned with the protection of

the U.S. Government's monetary interests. FAA Section 620(r)
prohibits relieving any aid recipient of liability for the
repayment of any principal or interest on AID loans. Similarly,
FAA Section 620(f) prohibits the furnishing of new assistance
to a country which is in default during a period in excess of
six calendar months in its payments on loans made under the

FAA. This provision can be waived if the President determines
that the national interest would be served by doing so. A
similar restriction in the Continuing Resolution does not,
however, allow for such waiver for defaults in excess of one
year, and it applies more broadly to debts on loans arising
from any program for which funds are appropriated thereunder.
These programs include defaults on foreign military credit
sales.

Finally, FAA Section 620(j) requires the President to consider
the termination of assistance to any country that allows U.S.
property to be destroyed by mob action.

4. Other Country Prohibitions

FAA Section 620A prohibits furnishing assistance to any
country which aids or abets, by granting sanctuary from
prosecution, any individual or group which has committeed an
act of international terrorism. The section provides for
waiver of its provisions if the President certifies that the
naticnal security justifies a continuation of assistance.
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FAA Section 620(b) and FAA Section 620(f) are both directed
against furnishing assistance to Communist countries. These
provisions may be waived, however, if the President certifies
that U.S. national security would be served by an assistance
program in one of the proscribed countries. The Continuing
Resolution also prohibits the furnishing of any aid to
Vietnam, Cuba, Cambodia or Laos.

Section 669 of the FAA prohibits furnishing assistance to a
country which either delivers or receives nuclear equipment
or technology relating to nuclear fuel enrichment or repro-
cessing plants unless that country is willing to put such
technology or plants under multilateral auspices and manage-
ment, as well as to impose other, more routine safeguards.
The provisions of FAA Section 669 may be waived only if the
President receives "reliable assurances" that the country in
question will not develop nuclear weapons and certifies that
termination would have "a serious adverse effect" on U.S.
interests.

Section 620 (t) of the FAA prohibits providing assistance to
countries which the United States has severed diplomatic
relations. Section 620(i) prohibits providing assistance to
any country which is planning aggression against either the
U.S. or another aid-recipient. (This section cannot be
waived under any existing authority, including FAA Section
614). FAA Section 620(u) requires that the status of a
country's obligations to the United Nations must be taken
into account in determining whether such country should
receive assistance. Section 659 prohibits furnishing assis-
tance to any country which does not allow news access to
certain types of military installations financed by the
United States.

FAA Section 620(s) reqguires that the AID Administrator take
into account the level and nature of an aid recipient's
military budget before furnishing assistance to that country.

5. Other Congressional Controls

Aside from proscribing certain aid recipients and setting
management standards for the development and evaluation of
projects, Congress has found other reasons and other devices
for controlling the Executive's use of foreign aid funds.
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Section 109 of the FAA prohibits transferring funds from the
development accounts (FAA Sections 103-106) into any other
account in the Act. Similarly, Section 223(j) requires that
housing guaranties may only be issued for housing projects
that are coordinated with and complementary to development
assistance programs,

Congress has also expanded the notification and reporting
requirements that must be compiled with before reprogrammed
funds may be spent. For example, the Continuing Resolution
provides that no part of any appropriation may be obligated
under an appropriation account to which they were not appro-
priated without the written prior approval of both appro-
priations committees. The Executive Branch has consistently
questioned the constitutionality of these provisions and this
year the General Counsel testified before the Senate Appro-
priations Committee and presented the Executive Branch's
position.

The Continuing Resolution contains a requirement that notifi-
cation of any changes from projects presented in the annual
congressional presentation materials must be transmitted to
the Appropriations Committee at least 15 days prior to
obligation. AID's Office of Legislative Affairs maintains a
close working relationship with the approrriate staffs to
keep them advised of program changes.

FAA Section 653 requires that any increases in excess of 10%
in the levels of assistance provided to any country be
transmitted to the authorizing committees 10 days in advance
of the increase. 1In the case of Economic Support Fund
assistance, the President must certify that the deviation is
required by the national security. An exception is allowed
for country programs where the amounts provided are less than
$1 million.

FAA Section 634 (c) requires that the Executive Branch furnish
any dogument which may be requested by the General Accounting
Office or a Congressional Committee within 35 days. Failure
to do so will recnlt in suspension of funding for the project
or activity to w. .ch the informational request related. The
only exception allowed is where the President certifies that
he has forbidden the furnishing of the requested document.

Another device which has enjoyed increased popularity in
recent years is the earmarking of funds for specific purposes

within appropriation accounts. For example, we are required
by the FY 1981 authorizing legislation to spend $785 million
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in Israel and $750 million in Egypt. Earmarkings by the
Congress in the appropriation legislation often differ from
those in the authorizing legislation. The appropriations
committees have also attempted to control AID expenditures by
setting ceilings on certain categories. For example, under
the Continuing Resolution we are restricted to $10,000 for
entertainment expenses, $100,000 for representational allow-
ances, and $110,000 for official residence expenses.
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OTHER LEGISLATION

1. Agricultural Trade Development and Assistance Act of
1954, as amended (P.L. 480)

The Agricultural Trade Development and Assistance Act of
1954, as amended (P.L. 480) provides for a program of food
assistance designed to "expand international trade; to
develop and expand export markets for United States agricultural
commodities; to use the abundant agricultural productivity of
the United States to combat hunger and malnutrition and tc
encourage economic development in the developing countries,
with particular emphasis on assistance to those countries
that are determined to improve their own agricultural produc-
tion; and to promote in other ways the foreign policy of the
United States."

Title I of P,L. 480 authorizes concessional credits for sales
of U.S. farm products to developing countries. These credits
are repayable in dollars at low interest rates over a period
of up to 40 years. Recipient countries must agree to undertake
self-help measures aimed, where appropriate, at expanding
demand for domestically-produced food and developing more
adequate storage and distribution facilities. Local currency
proceeds from the sale of food within the recipient country
finance general development activities including, where
appropriate, those self-help measures aimed at expanding
demand for domestically-produced food and developing more
adequate storage and distribution facilities.

Title II of P.L. 480 provides authorization for food donations
to friendly governments, intergovernmental organizations such
as the World Food Program, American nonprofit voluntary
agencies such as CARE, Catholic Relief Services, Church World
Services, and the American Joint Jewish Distribution Committee.
In addition, food is contributed for refugees and for disaster
relief as part of the U.S. contribution to the United Nation's
Relief and Works Agency (UNRWA), and to other agencies in
support of child feeding programs.




Title III of P.L. 480 provides that the local currency
proceeds from the concessional sale of U.S5. agricultural
commodities, or the commodities themselves, may be used for
specified development purposes. The Food for Development
Program under Title III permits the forgiveness of
recipient-country repayment obligations incurred under Title
I to the extent the local currency proceeds of commodity
sales, or the commodities themselves, are used for agreed
upon development activities.

The authorities vested in the President by P.L. 480 to

negotiate and enter into concessional sales and other agreements
with friendly countries have been delegated to the Director

of IDCA by Executive Order 12220 of June 27, 1980. Additionally,
the Executive Order delegates to the Director of IDCA authority
to administer Title II of P.L. 480. IDCA Delegation of
Authority No. 5, dated July 2, 1980, redelegated these
authorities to the Administrator of AID.

2. Food Security Wheat Reserve Act of 1980

On November 17, 1980, the House passed the Food Security

Wheat Reserve Act of 1980. The Senate had passed the same
legislation on October 1, 1980. The Wheat Reserve Act

requires the President to establish a reserve of up to 4
million metric tons of wheat for use in providing for emergency
food needs in developing countries.

The wheat reserve would be used to meet famine or other
urgent or extraordinary relief requirements in develcping
countries during periods of short supplies and high wheat
prices when commodities would not otherwise be available
under the provisions of Public Law 480. A portion of the
reserve -- up to 300,000 metric tons --could be released from
the reserve in any fiscal year for use under title II of P.L.
480, even if there is no supply shortage in the U.S., to meet
urgent humanitarian relief requirements resulting from major
disasters.

The authority to replenish the stocks of the reserve will
expire on September 30, 1985.

3. Foreign Service Act of 1980

On October 17, 1980, the President signzd into law the

Foreign Service Act of 1980 (FP.L. 96~-465), the first comprehensive
revision of the U.S. Foreign Service since 1946. The legislation,
in many instances similar to the Civil Service Reform Act,
includes the following general features:
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- reaffirms and strengthens the requirement that Foreign
Service employees be available for assignment anywhere
in the world;

- establishes a Foreign Service "employee bill of rights"
including incorporation of merit principles as the basis
for all personnel actions and protection for officers
who submit dissenting views to their superiors;

- establishes a new Senior Foreign Serivce, modeled after
the Senior Executive Service;

- authorizes a system of bonuses to reward outstanding
performances for a limited number of Senior Foreign
Service employees;

- provides for pro-rata pensions and survivor's benefits
for former spouses of Foreign Service employees;

- creates a Foreign Service Labor Relations Board;

- establishes a mandatory retirement age of 65 for all
Foreign Service employees.

Except for the provision raising the mandatory retirement age
which went into effect on the date of enactment, the Foreign
Service Act will take effect on February 15, 1981. State and
AID personnel are currently developing the regulations to
implement the Act.

4. OPIC

The authorizing statute for the Overseas Private Investment
Corporation (OPIC) is a part of the Foreign Assistance Act
(Part I, chapter 2, title 1V). OPIC is a U.S. government
corporation that conducts financing, insurance and
reinsurance operations in order to encourage U.S. private
investment in the developing world. It operates under the
policy guidance of the Secretary of State and the Director of
IDCA is the ex-officio chairman of OIFIC's Board of Directors.

OPIC's authorization expires on September 30, 1981. Legislation

will be required to extend its authorities beyond that date.

S. Housing Guaranty Program

The Housing Guaranty Program, the major financing instrument

for shelter assistance and related urban services, is authorized
by Sactions 221-223 of the FAA. The Program provides nonappro-

priated financing for shelter for lower income families in

%)

\
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developing countries by Jjuaranteeing repayment to U.S.
lenders for requested projects. A.I.D. charges a fee for
guaranteeing repayment to the U.S. lender. The program has
been self--sufficient; operating expenses and claims have been
paid from fee income and reserves without the need to resort
to appropriated funds.

The statutory ceiling for housing guaranties outstanding to
September 30, 1982 is $1,555,000,900, of which approximately
$1,389,514,000 has already been committed for specific
programs. An increase in the authorized ceiling will be
necessary in order to permit the Program to reach its goal of
authorizing an additional $300,000,000 by the end of FY 1982.

6. Trade and Development Program

The Trade and Development Program ("TDP"), formerly called

the Reimbursable Development Program, is authorized by

Section 661 of the FAA. TDP provides planning assistance,

including the preparation of feasibility studies, by U.S.

agencies and private firms to host governments. TDP activities :
are not limited to New Directions criteria or to countries in N
which foreign assistance programs normally operate. TDP :
projects may be carried out, for example, in agriculture and
agri-business; industrial, mineral and infrastructure develop-

ment; and transportation and communications. Feasibility

studies sponsored by TDP typically provide technical, economic,
financial and social evaluations of development projects,

upon which governments can base investment decisions.

IDCA Delegation of Autherity No. 4, dated June 27, 1980,
established the Trade and Development Program as a separate
organizational unit within IDCA.

7. Multilateral Assistance

U.S. multilateral assistance efforts are governed by the
various statutes authorizing the U.S. to participate in and
contribute to each of the multilateral development banks, the
subsequent authorization and appropriation legislation
providing funds for necessary replenishments, and FAA Secticns
301-305 authorizing U.S. participation in and contributions

to specific UN organizations.

The principal statutes authorizing U.S. participation in the
multilateral development banks are the Bretton Woods Act of
1945, as amended, which provides for U.S. participation in
tihe International Bank for Reconstruction and Development




25

(World Bank), the International Finance Corporation Act, the
International Development Association Act, the Inter-American
Development Bank Act which provides for U,S. participation in
the Asian Development Bank, and the African Development Act
which provides for U.S. participation in the African Develop-
ment Fund. The International Financial Institution Act of
1977, as amended, and provisions in the annual foreign
assistance authorizing and appropriating legislation are also
applicable.

The variou: .athorization acts authorize the initial U.S.
contributizns and authorize the President to appoint, usually
with the advice and consent of the Senate, the U.S. Governors
and Executive Directors of the multilateral development
banks.

The Titernatiorial Financial Institutions Act requires that
the U.S. Executive Directors (l) seek to channel assistance
to countries who do not engage in a consistent patern of
gross viomlations of human rights; (2) support projects
developing light capital technolog' and (3) use their voice
and vote to combat hunger and maln..rition by seeking to -
channel assistance to agriculturally-related development Ny
projects which fulfill domestic agricultural needs. 2

The IDCA Director s Office works with the Administ ;ator of
AID, Treasury and the State/I0 bureau to carry out the
ligislative mandates contained in the above legislation.

The funds for U.S. contributions to the multilateral develop-
ment banks ard for participation in the replenishments of
these contributions are contai‘ned in annual fcreign assistance
appropriation acts. The Congress has yet to pass appropria-
tions for the balance of the replenishment for the International
Development Bank and the Asian Development Bank, the sixth
replenishmet for the International Dewvelopment Association
and the General Capital Increase for the World Bank.

SN
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SECTION V. ORGANIZATION
A. Overview

Policy-setting and decision-making on U.S. development and

other foreign assistance activities involve a varied group

of people and entities in the government. AID, the IDCA '
Director's 0Office, State, Treasury, Adgriculture and other )
Departments, OMB, the NSC and numerous other entities play
significant roles. Often such entities interact directly;
often they work through coordinating committees, such as
the Development Coordinating Committee.

Many of these relationships and activites are set out in
this section. A more detailed look is provided in the
separate IDCA Director's Office Briefing Book.
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V.B. 'The IDCA Director's Office!

IDCA was created in 1979 by the President and the Congress to
serve a number of increasingly important needs that could not
be met within the existing Executive Branch structure. Funda-
mentally, it was established to serve as a focal point within
the Executive for economic matters that affect our relations
with developing countries. In functional t=rms, IDCA pursues
this responsibility in three distinct and yet related ways:

First, it serves as the principal advisor to the President on
international economic development policy.

Second, it provides central policy direction and coordination
to the full rance of development assistance programs supported
by the United Sia-*es, both bilateral and multilateral.

Third, it seeks to ensure that development policies and con-
cérns are fully taken into account in the formulation of
policies which are not in themselves designed to perform a
developmental function, but which have a significant impact
on the developmunt process (e.g., trade, finance, technology
transfer, etc.)

In many respects, the most important of these functions are
IDCA's development assistance policy and coordination activities.

The programs with which IDCA deals in coordinating and guiding
the U.S. development assistance effort include:

-~ Bilateral development assistance administe;ed by AID.

U.S. participation in the developmental UN programs such
as UNICEF and UNDP.

U.S. participation in the Multilateral Development Banks
(MDBs) , such as the World Bank and the region&l develop-
ment banks.

The U.S. Food for Peace (PL 480) Program.

The newly established Trade and Development Program (TDP) .

The activities of the Overseas Private Investment
Corporation (OPIC).

IDCA's efforts to perform this function have been of two
sorts: g’




‘ 1. Coordination: IDCA's goal has been to provide
central coordination, particularly among the policies and
activities of the banks, AID, the UN Agencies, and PL 480,
all of which often operate in the same country or the same
forum at the same time. Examples of such coordination

i include the preparation and presentation to the President

’ and the Congress of a comprehensive development assistance
budget that interrelates all of these programs; the establish-
nment of a so-called Early Warning System that ensures that

MDB lending is coordinated +with bilateral aid at the country
level; the creation of an inter-agency public affairs working
group that organizes administration-wide public affairs
activities in the foreign assistance field; the revitaliza-
tion of the Development Coordination Committee (DCC), a
statutory inter-agency body now chaired by IDCA; and many
specific coordinating initiatives in such fields as popula-
tion programs, capital saving technology and energy.

2. Policy-Making: 1IDCA's goal has been to provide
central policies which apply to all development efforts and
reflect U.S. national interests, and development policies for
individual programs that reflect and take advantage of their
respective strengths. Examples of the first type of policies
include the establishment of three priority sectors for all

— U.S. supported development assistance activities: agri-

' culture, energy, and population/health; the identification
of capital-saving or appropriate technologies as a desirable
tool in the implementation of development assistance; and
the construction of cogent and comprehensive U.S. development
strategies for key geographic regions such as the Caribbean.
Examples of the second type of policies include the focusing
of U.S. bilateral development assistance on countries where
the need and the commitment to ecuitable econcmic growth
are greatest; increasing the attention given to population-
related programs by the Multilateral Development Banks;

. and strengthening the effort in the form of the new Trade

- and Development Program to link development and growth in

' trade opportunities in middle income developing countries.

Taken together, the above are designed to provide increasingly
clear direction for a well coordinated United States develop-
ment assistance effort. :




V. C. AII.DI

~~~~~

Functions of A.I.D. Washington Bureaus and

Offices

Functions of A.I.D. Overseas Organizations

Advisory Committees

(SEE SEPARATE BOOK)
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U.S. policy toward the banks is developed through the inter-
- agency Development Coordination Committee (DCC) which IDCA

v. D. U.S. Participation in the MDBs

Until 1979, the Department of the Treasury had lead respon-
sibility for the entire range of U.S. relationships with
the Multilateral Development Banks (MDBs). A substantial
amount of that responsibility was placed in IDCA when it
was formed. VWhile the Secretary of the Treasury continues
to formally instruct the U.S. Executive Directors, develop-
ment policy guidance of IDCA to the Secretary of the
Treasury with regard to the MDBs is normally determinative
unless there are compelling financial or other non-develop-
mental reasons for a different U.S. position. Treasury and
IDCA consult in advance on the selection of U.S Executive
Directors and their Alternates. In the case of the banks,
the President makes the appointments; in the case of the
African Development Fund, the Secretary of the Treasury has
appointment authority.

chairs and of which Treasury, State, AID, OMB, DOE and USDA
are the most active members. Most of the policy issues vis-
a-vis the MDBs are handled in the DCC Subcommittes on
Multilateral Affairs (SMA) which is chaired by Treasury.
Specific MDB projects and policy proposals are reviewed by
the SMA's Working Group on Multilateral Assistance, also
chaired by Treasury. This latter group is comprised
primarily of staff-level representatives while in the DCC
and SMA agency representation is typically at the Assistant
Secretary level and above.

MDE financial policy issues (e.g., replenishments, capital
market borrowings, net income targets, etc.) are reviewed

by the National Advisory Council, an interagency group
charged with reviewing broad international financial issues
affecting the U.S., including the operations of the IMF and
Exim Bank. Except for major policy issues, agency representa-
tion on the NAC is primarily at the staff level, but official
agency positions are reflected in the formal votes taken on
each of the agenda items.

Day-to-day operating relationships with the banks are handled
by the U.S. Executive Directors, who have offices in the banks.
They reflect U.S. policy and represent the U.S. position in
the Board and at the working level in the banks. The U.S.
Governor, normally the Secretary of the Treasury, does not
play an active role in the operations but does represent the
U.S. at the annual meetings and at infrequent meetings called
for a specific purpose such as the election of a new president.
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IDCA was created to serve as a focal point within the USG

for economic matters affecting U.S. relations with develop-
ing countries and was charged with providing development
poiicy guidance on the whole range of U.S. economic relation-
ships with developing countries. The IDCA Director was
designated as the principal international development policy
advisor to the President and thus to the Secretaries of

State and Treasury @s well as to the U.S. Executive Directors
in the various MDBs. The IDCA Director reports directly to
the President.

IDCA is responsible for preparing a comprehensive foreign
assistance budget, including U.S. participation in the MDBs,
and leading the Administration's presentation of that budget
to Congress. The IDCA Director oversees and establishes
priorities on total U.S. financial participation in the MDBs
as well as providing case-by-case policy direction. IDCA
participates fully in establishing the U.S. negotiating
position and in actual negotiations leading to replenishments
of resources of all the banks and their concessional windows.

IDCA has encouraged AID to play an important role in bringing
its expertise to bear on MDB policies and projects and in
coordinating its own activities with those of the MDBs. To
more effectively bring AID into the MDB project process, the
Early Warning System (EWS) was created. The EWS was designed
to use AID field experience and expertise, and, where AID
Missions are absent, Embassy knowledge, to influence MDB
project development in 15 key countries. AID is alerted to
upcoming MDB loans and asked for specific information and
recommendations to enable the U.S. Executive Director to
influence the MDB project development process at a stage early
enough to effect policy-type changes.

IDCA has also formalized AID pa~ ‘icipation in the MDB decision-
making process by ensuring Missioa contact with counterparts

in the MDBs as well as with the U.S. Executive Directors,
through specifically addressing donor coordination issues

in the CDSS and through directly involving AID expertise in
replenishment negotiations.




V. E. U.S. Food Aid

Executive Order 12220, issued in June 1980, delegates
major administrative responsibilities for P.L. 480 to

the Department of Agriculture, the Office of Management
and Budget, Treasury, State and the International Develop-
ment Cooperation Agency.

IDCA, retaining concurrent authority, has redelegated
P.L. 480 responsibilities to A.I.D. These include the
function of authorizing negotiations of Title I agree-
ments, subject to the concurrences required by Department
of State Circular No. 175 (foreign policy issues). The"
function of administering the Title II donation program
has also been delegated through IDCA to the A.I.D.
Administrator.

The administration of P.L. 480 is an interagency respons-
ibility. Coordination and reconciliation of various
individual agency interests is achieved, within the
framework of the delegations of authority indicated
above, by the Working Group of the Development Coordina-
tion Committee Subcommittee on Food Aid chaired by USDA.
Technically, the Working Group is advisory to the Secre-
tary of Agriculture. Its membership includes USDA, OMB,
Treasury, Commerce, State, and IDCA/A.I.D. (represented
by the Office of Food for Peace, which is responsible

for developing and coordinating the A.I.D. position on
each program). All P.L. 480 programs are reviewed and
approved by the Working Group. P.L. 480 issues which
cannot be settled by the Working Group or the Subcommittee
on Food Aid, may be referred to the Development Coordina-
tion Committee,

Within A.I.D., since 1980, The Assistant Administrator
for Private and Development Cooperation has been charged
with responsibility for the integration of food aid into
the regular development assistance programs of A.I.D.

The Policy Analysis and Evaluation Unit within the Office
of Food for Peace provides support for this initiative.
While the Unit reports directly to the Director of the
Dffice of Food for Peace, it is responsible to the
Assistant Administrator for guidance on special tasks
related to food aid analysis.

The name of the bureau is in the process of change to
the Bureau for Food Aid, Disaster Relief, and Voluntary
Assistance to emphasize the importance of the food aid




mandate. It is intended that the Assistant Administra-
tor in this Bureau will provide guidance and leadership
in not only the integration of food aid, but also in
representation of A.I.D.'s concerns with development
assistance in the international food aid forums such

as the World Food Program. Also within A.I.D., the
Assistant Administrator for Private and Development
Cooperation is to assure that the food aid dimension

is seriously addressed in our country programming and
other elements of the budget preparation for the Agency.




V. F. U.S, Participation in International Development Crganizations

Reflecting increasing international recognition of develop-
ment needs, the United Nations organizations have taken a
larger role in development over the years. In 1979, with
the creation of the International Development Cooperation
Agency (IDCA), lead policy and budget responsibility for
the development orientated international organizations
and their programs shifted to IDCA The Director of IDCA
includes the international organizations and programs in
his comprehensive development assistance presentation
before the Congress. The Secretary of State continues

to give foreign policy guidance, and the Department of
State retains responsibility for day-to-day operations.

Within the Department of State, principal responsibility
for relations with the international organizations and

for backstopping IDCA's policy-making and budget functions
lies with the Bureau of International Organizations (IO).
within IO, the Deputy Assistant Secretary for Human

Rights and Social Affairs and the Deputy Assistant
Secretary for Economic and Development Policy have prin-
cipal responsikility for these functions. Their units

are sub-divided into a dozen "agency directorates" which
fccus on the largest programs, i.e., development and
humanitarain programs, agriculture, science and technology,
and health and narcotics.

One aspect of IDCA's responsibility is to nominate the
U.5. delegations to major intergovernmental meetings of
the UN development-orientated agencies. The Office of
International Conferences in State/I0 has final approval
authority on all delegations to international conferences.

Under an agreement between IDCA and State/IO, the latter
continues to manage participation in all the international
organizations, but with a strengthened developmental

focus stimulated by IDCA. Most of the developmental
programs fall under the purview of the IO Deputy Assistant
Secretary for Economic and Social Affairs, who receives
development policy guidance from IDCA through IO/DPS.

The Development Flanning and Evaluation Office (IO/DPS),
staffed by AID career officers, seconded to State, is
responsible for the IO&P account, for development
assistance issues in the UN system, and for evaluation

and planning of development assistance. It also back-
stops a small number of AID-funded development attache
positions in U.S. missions in New York (USUN), Rome (FAQ,
WFP, WFC, and IFAD), Paris (UNESCO), and Geneva (UNCTAD,
WHO and UNDRO). '
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An example of the USG decision-making process is the
formation of Action Plans for the principal UN agencies
initiated by State/10. Policy inputs into these plans
are made by all agencies and Departments having interests
in the operations of their agencies, After an inter-
agerncy consensus on a draft plan is reached, it becomes
the framework for U.S. policy with annual reviews under-
taken thereafter,

ATD is a frequ\;- part1c1pant in State/IO s policy-making
deliberations regarding the UN agencies. The commonality
of goals which AID shares with most UN agencies, and its
frequent interactions with many of these bodies on matters
of mutual interest make it a crucial participant in U.S.
detision-making.

Other agencies, such as the Department of Agriculture,
play an important role in the formation of policy on those
agencies in which they have special interest, e.g., Food
and Agriculture Organization, World Food Council, Inter-
national Fund for Agricultural Development, and the World
Food Program.

IDCA and State/IO0 can call upon a variety of committees
and sub-committees for assistance in formulating its
policies towards the UN's international organizations.

In some of these committees, State/IO chairs the meeting.
In others. the agency which has the most frequent inter-
action with the UN body may preside, e.g., USDA for FAO.
While the coordination mechanisms in existence for each
UN body may vary, the following example given for FAO
illustrates the inter-agenc) cooperation which occurs.
There are numerous government departments and agencies
concerned with USG participation in the FAO, but State/IO
and the Department of Agriculture have principal respon-
sibility. Day-to-day matters are administered and
coordinated by State/IO's Agriculture Directorate, and
the International Organizations section of USDA, An
active FAO Inter-Agency Coordinating Committee exists which
is chaired by the USDA representative and contains members
from State, USAID, and Commerce. It meets at least
monthly and considers long-term strategies as well as
formulates positions for U.S. delegations attending F20
Conference and Council session. It also makes recommen-
dations as to the composition of such delegations, which
are usually headed by State/I0's Assistant Secretary and
assisted by USDA and USAID representatives.




V. 'él Trade and Investment Assistance

Two important vehicles, OPIC and TDP, through which trade
and investment assistance is provided are described below,

l. OPIC

The Overseas Private Investment Corporation, a component
agency of IDCA, is a government-~owned corporation which
administers special investment and guarantee programs,
intended, as its legislative mandate says, "to mobilize and
facilitate the participation of U.S. private capital and
skills in the economic and social development of LDCs."
OPIC was created as the successor to AID's Bureau of Private
Resources in 1969, when the Congress and administration de-
cided the program might be more effective if it were moved
from the AID bureaucracy to a new independent government
corporation.

OPIC has three main programs. It insures U.S. investors for
up-to 90 percent of expropriation, currency inconvertibility,
or warfare-caused losses on their insured investments in

developing nations. It guarantees U.S. lending institutions

s~ against losses on the principal or interest for new loans to
""“finance up to 75 percent of a new U.S. investment in a develop-

ing country. It administers a modest loan fund which offers
direct loans to encourage and help small or medium U.S. firms
make new investments in developing areas.

OPIC has gone through several major changes in its priorities
during recent years. In 1974, the Congress directed OPIC to
increase private participatio:n through a system of "privatiza-
tion" in which commercial firms would take over OPIC's
insurance business, and it would limit its activities in this
area solely to reinsurance. This reflected a desire that OPIC
be more businesslike and also a concern that direct OPIC
activity might tie the United States too closely to multi-
national corporation when the policyholders were involved in
investment disputes with Third World governments.

In 1978, Congress ordered a major shift in OPIC priorities.
Repealing the privatization requirements of the earlier legis-
lation, it directed the Corporation tc place new emphasis on
development criteria in its operations. OPIC was told to give
special preference to projects in the poorest countries and

to see that its operations supported projects compatib.a with
other U.S. development aid programs. It was also told to give
major new emphasis to programs benefitting U.S. small business
and to avoid countries with poor human rights records or invest-
ments which might compete with certain U.S. domestic industries.




Until recently, OPIC activities have not been significantly
affected by the ":lew Directors" emphasis which have changed
the priorities and goals for other U.S. foreign aid programs.
Its investment insurance and guarantee programs still support
an approach to development which emphasizes industrialization,
commercial agriculture, and growth expansion of private com-
mercial activity.

Although OPIC is an independent Government-owned corporation,
its management officers are responsible to a Board of Direc-
tors composed of individuals representing the Corporation's
major operating constituencies. The Board is chaired by the
IDCA Director and normally includes among its members the
Assistant Secretaries of Commerce, Treasury, and State with
principal responsibility for international economic policy,
as well as six non-Government members. As a component of
IDCA, and through the interagency character of the Board,
OPIC receives guidance that relates its operational goals to
the objectives of the U.S. Development Assistant program.

2. TDP

The Trade and Development Program was established July 1,
1980 to promote economic development in developing countries
through the provision of project planning services lending

to the sale of U.S. technology, both goods and services, for
project implementation. TDP is the successor to AID's Office
of Reimbursable Development Programs.

Two kinds of legislatively authorized services are available
through TDP. First, TDP is able to provide technology, tech-
nical services and training from U.S. Government agencie’s on
a reimbursable basis under Section 607(a) of the FAA. Second,
TDP is able to sponsor planning assistance, including project
prepara:zion and feasibility studies by U.S. agencies or pri-
vate firms, nn a grant basis under Section 661 of the Act.

TDP-sponsored activities cover a wide range of development
sectors of major priority to host governments and interna-
tional development efforts. The program is directed princi-
pally at middle-income developing countries, which can finance
their own development either through domestic resources or
access to international financing.

Responsibility for TDP's direction and management is primarily
vestel in the Director, and Deputy Director, both of whom are
appointed by the IDCA Director. They are supported by regional
officers and representatives for Latin America, the Middle East,
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Africa, and Asia, and the Training, Legislative/Public Affairs
operational units.

As a component organization of IDCA, the Director of TDP
keeps the IDCA Director advised of programs authorized pur-
suant to Section 607(a) and 661 of the FAA. IDCA provides
year-round policy guidance to the agency and discusses with
TDP the integration of both its trade and development objec-
tives into general U.S. policies in these areas.
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SE({TION VI. A.I.D. OPERATIONAL MATTERS
A. The Budget Process

1. Programming System

A.I.D.'s programming system has four major components:

- comprehensive planning tc determine U.S.
objectives, 1dentify assistance needs, and
establish strategies;

- project 1identification, design and approval;

- resource allocation based on approved plans
and established priorities; and

- evaluation to ensure objectives are achleved
and resources are used efficlently.

1. Planning. The planning base for each country
program 1is the Country Develpment Strategy Statement
(CDSS)-~-a sixty-page, flve-year rolling plan which
is updated annually. The CDSS serves the AID
mission as the conceptual framework for developling
programs, proJjects and b:dgets; 1s a basic reference
document used in AID/Washington for program and
project review; and shows 1in quantitative and
qualitative terms what AID intends to achieve in a
country and how AID intends to accomplish its
objectives.

The CDSS 1is developed in the context of extensive
policy guldance provided by AID/Washington, especially:

- basic leglslation authorlzing the current
approach to bilateral develovment assistance,
usually referred to as the "new directions";

AID's basic policy paper, "A Strategy for a
More Effective Bllateral Development Assistance
Program";

sector policy gridance papers in Agriculture,
Population, Heslth and Education; and

annual CDSS guldance emphasizing topics of
speclal ccncern to AID/ Washington, e.g.,

detailed analysis of the country's commitment T
to meeting the “asic human needs of 1its '
people; ani




- country specific guldance in~luding indlcative
budget planning levels derived from an estimate
of total resources avallable to AID over the
planning perilod.

The CDSS is divided into three maln sections, with
the length of each varying from year to year
depending on AID/Washington's interestc and the
individual mission's need to communicate special
country conditions. The first section is an
analysis describing macroeconomic conditions, the
nature and causes o poverty 1in the country,
progress and commifsent to dealing wich poverty,
and the activities >{ other doncr3a. The second
sectlon lays out the AIL assistance strategy,
identifies a "target group" to be assisted and
establishes goals and expected accomplishments.
Finally, the CDSS describes the resources which
will be required to accomplish the misslon's
recommended strategy.

Each CDSS is reviewed in AID/Washington and one of
four decisions results:

- the CDSES is approved as submitted and AID
agrees to pursue the proposed strategy;

-- the CDSS is not approved and the mission is
glven instructions for further analysis and a
suggested alternative strategy to be develored
in the next CDSS;

- the CDSS strategy 1s approved on condition
that the recipient adopts any program or
pollicy changes which are considered pre-
requisites to the success of the strategy; or

- eonditions in-~country are such that any
acceptable strategy will probably fall and
the mission 1s instructed to prepare for
phase-out.

Following the CDSS reviews, each country is given
an Approved Assistance Planning Level (AAFL), 1.e.
the level of resources which AID plans to make
available for that country program over the five
year planning period. This level 13 based on the
CDSS review, an assessment of overall U.S.




objectives in the country and an estimate of total
resources which will be available to the Agency
over the period. The results of the CDSS review
and the AAPL level guilde the subsequent development
of mission projects and budgets.

(A similar process for programs managed from
AID/Washington is based on the Central Program
Strategy Statement (CPSS). These dccuments are
prepared as senior management feels necessary.
Fog e§ample, no such plans were required in FY
1980.

2. Project Develonment. The approved CDSS
provides the basic framework for development and
review of individual AID projects. The growth of
a project from an idea to a fully designed ana
approved activity usually takes around fifteen
months, but this time frame can vary depending on
a wide variety of factors. Project development is
subJect to a two-stage AID documentation and
review process, with a project agreement developed
and negotiated thereafter with the recipient
country.

Fleld missions and AID/Washington operating offices
present initial projJect ideas in brief Project Identi-
fication Documents (PID's). The PID is generally

no longer than ten pages and describes the relationsbip
of the project to the approved CDSS, the problem

to be addressed, the specific objJectives of the
project, an outline of how 1t is expnected to work,

and estimated costs and methods of financing.
Appropriate geogruphic and central bureaus are
responsible for PID review and approval.

A Project Paper (PP) is prepared for each approved
proJect idea. The PP, which 1s usually from 35 to
50 pages 1in length, provides mission and/or
AID/Washington management with:

- a detailed description of the proposed project;

- a clear definition of implementation responsibilities
of AID, the reciplent and any other donors;
and
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a summary discussion of analyses used to test
or improve the soundness of the project.

The appropriate geographic or central bureau 1is
are responsible for chairing the FP review, which
includes representatives from other interested
bureaus such as the Bureau for Program and Policy
Coordination. If there 1is any majJor disagreement
on project issues which cannot be resolved among
bureau representatives, the matter 1is referred to
the Administrator or his Deputy for final decision
on the projJect. Once approval has been secured by
the appropriate bureau, the project 1s authorized
for funding. The AID Administrator authorizes all
projects with AID financ’ng in excess of $10
million and projects which include substantiva
policy 1issues; the appropriate bureau Assirctant
Administator authorizes projects below $17 aillion
and may redelegate the authority to author.ze up to
$5 million to mission directors on a case-by-case
basis.

Once funding 1s authorized, the actual project
agreement 1is drawn-up. The proJject agreement 1s
the final stage of the project development pro-
cess. It 1s the document which legally obligates
the United States to furnish a specifled amount of
asslstance and clearly sets forth the terms and
conditions under which such assistance 1s to be
furnished, including undertakings or covenants
made by the recipient country in respect to the
project. Once the projlect agreement 1is signed,
implementation of the proJject can begin.

In order to provide mission and AID/Washington
operating offices as much flexibility as possible,
project ideas {PIDs) may be submitted at any time
during the year. 1In fact, the process 1s flexible
enough to pe:mit complete development of a project
from initisl i1dea to obligation all in a single
year. This permits AID to respond quickly to
especially good. innovative project ideas. However,
the resource alivcation system imposes some discipline
on the project development process, so missilons

and AID/W operating offices do not devote scarce
staff time to developlng far more projects than

can be funded.




Resource Allocation. The AID resource allocation
system secves two basic functions:

- the various stages of the budget cycle permit
Agency managers to ensure that approved plans
and priorities are followed by gulding the
allocation of resources; and

the various stages of the budget cycle permit
Agency managers to Jjustify their plans to
other Executlve Branch organizations--IDCA,
State, OMB and the White House--and to the
Congress and enable AID to receive their
gulidance on future directions for the program.

The AID budget cycle begins with completlion of
CDSS reviews--usually by the end of March--and
runs for the following thirty months when the
fiscal year in question ends. Thus, budget cycles
for at least two and at times three years are in
progress simultaneously. There are four major
stages in each budget cycle.

Based on results of the CDSS reviews, including
Approved Assistance Planning Levels (AAPL's)

issued by AID/Washingt-n, each mission or AID/Washington
operating office prepares an Annual Budget Submission
(ABS). The ABS includes a priority ranking of

projects which the mission feels are necessary to
accomplish CDSS objectives. These proJjects are

often supported by ProjJect Identification Documents

but may simply indicate where future project
documentation will be required. Mission proposed
funding for new and ongoing projects must not

exceed the AAPL. ABS's are reviewed by appropriate
geographic and central bureaus for consistency

wlith results of the CLCSS reviews, general acceptabllity
of project ideas and reasonableness of funding
proposals.

Once the ABS reviews are completed, Bureaus submit
their recommendations to the Administrator for
consolidation in the AID budget recuest to IDCA.
This request to IDCA may include new initiatilves

of senior Agency management as well as programs
proposed by missions and operating offices. In
addition, the submission to IDCA includes a priority
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ranking of country programs. This ranking is

based on U.S. long-range interests in the country,

country performance and commitment and the needs -
of the country. The results of the CDSS reviews i
and the results of the ABS reviews are utllized in
making these Jjudgments. IDCA then reviews, modifies
as necessary, and after consultatlion with the State
Department, transmits the proposals to OMB in
September for Presidential approval--usually by
early December.

Once the President has approved a program and

related budget level for AID administered activities, 2
the Congressional Presentation (CP) 1is prepared .
and sent to Congress. The CP 1s a detalled description :
nf each country or AID/Washington program together

with a brief description of each proposed new

project. The CP 1s used to support extensive .
testimony and numerous hearings with many interested .
Congressional committees and sub-committees.

This process results in extensive legislation and s
legislative history relevant to the actual allocation :
of resources for AID's programs.

2

Once appropriatlions are enacted, an Operational Year Budget
(OYB) is established. The OYB allocates the N
appropriated resources to individual missions and .
AID/Washington operating offices. Once resources

have been allocated, project agreements can be

signed and program implementatlon can begin.

'

Thus the budget cycle 1s used by Agency management

to refine program plans and integrate the views of
others in the Executive Branch and the Congress

into the AID programming prccess, Program priorities
are continuously reviewed, and the budget process

1s used to introduce new ideas and eliminate

projects and programs wlth 1cw pilority. Budget
decisicns when communicited to the Misslons, provide
them with guldance, for the development of indiwvidual
proJects, and the limits which have been set on project
development.

Evaluation. The developing AID evaluation system

has concentrated first on improving project managemeiit
and implementation. This helps ensure that
individual project obJectives are achleved and
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‘resources are used. effectively. As a result of

these evaluations of on-golng projects, missions
and AID/Washington operating offices are able to
make adjustments in program plans and take actions
necessary to support successful project implementa.
tion.

In addition to these implementation-~focused reviews,
AID also undertakes in-depth evaluatlons that
examine the effeétiveness of projects or groups

cif projJects in pro-oting program obJectives and
development strategies. / recent initiative has
been the use of "impact evalua.lons™ to help

assess The effectiveness of certain general types
of projects 1in promoting development--"rural

roads," for example. By belng able to derlve
generally applicable lessons from these impact
evaluations, AID has added a valuable tool to its
programming system. Evaluation findings can be

used to shape CDSS strategles, to guilde project
development, and to influence resource allocations.
Following several recommendations of a 1980 evaluation
task force, additional steps are belng taken to

link AID's evaluation work more closely to the
programming cycle.

A future important element of the evaluation
system willl be the assessment of the effectiveness
of overall country programs,




SEQUENCE OF EVENTS
FY 1983 PROGRAMMING CYCLE

Approximate Date Actlon

November, 1980 Country Development Strategy
Statement (CDSS) guidance sent
to the field (OMB working on
'82 budget, '81 Operational
Year Budget (OYB) established
by AID).

January, 1981 Submission of CDSS's from
field missions. (President's
'82 budget sent to Congress.)

January-March CDSS Reviews. ('82 Congressional
Presentation.)

March Results of CDSS Revlews and
- Approved Assistance Planning
Levels (AAPL's) sent to the
field.

Annual Budget Submission (ABS)

guldance sent to the field.

ABS's sent to Washington.

Many new proJect 1deas are
supporied by ProjJect Identifilcation
Documents (PID's), missions

working on PID's for other new
projects,

June-July ABS reviews.

August AID submission of budget
proposals to IDCA.

September IDCA Submission to OMB (FY
1981 ends September 30. OYB
for '82 established.)

November OMB transmits decisions on '83
budget. AID and IDCA prepare
any deslired appeal to the
President. (CDSS Guidance for
'84 sent to field.)

January 1982 President transmits FY 1983
Budget to the Congress.




February . AID transmits Congressional
o Presentation. Testimony begins
and Congressional action runs
through September, at least.

March-September : Project development and review
for activitiles to be obligated
in FY 1983 proceeding. ('84
cycle ongoing. End of FY 1982
on September 30.) o

October _ ' Congressional action completed,
appropriations are enacted and
an FY 1983 Operational Year
Budget (OYE) is established.
Project obligation and implementation
begins.

September 1983 End of Fiscal Year 1983.
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VI. A. 2. Congressional Justification: The Congressional
Presentation and Congressional Notifications

The Congressioril Presentation (CP) is the instrument
. through which AID submits and justifies its annual
I budget request to the Congress. It describes in detail
the Agency objectives and programs and, ag such, func-
tions as the centerpiece of AID's relationship with
Congress.

N Over the years the CP has expanded in volume to include
. detailed descriptions of each of the Agency-funded
o worldwide projects. Ironically, the »sriginal purpose in
supplying the Congress with this amcunt of information--
to allow it to make informed judgments about the Agency's -
activities--has been overtaken by the abundance and
obsolescence of the data provided. For example, the ¥Y
1981 Congressional Presentation consisted of nine ..
' volumes and over 3,000 pages. However, a large part of
the information was out of date almost as soon as it
was printed, as it was based on programming material
submitted by AID field missions six to seven months
before being sent to the Congress and up to 24 months
before the requested funds could be obligated. To
offset the built-in obsolescence in its budget presen- ]
tation, AID has relied on Congressional Notifications '
(CNs) to inform Congress of changes in the purpose,
scope, or funding levels at the time project funds are
to be obligated. 1In FY 1980, it was necessary to
notify the Congress 481 times about such project
changes.

Given the outdated nature of much of the information
transmitted to the Tongress in the CP and the amount of
time required to prepare it, both the Agency's top
management and concerned Members of Congress came to

) feel that a change in AID's presentation/ notification
. system was in order. After numerous discussions

. between Agency managers, and mempers and staff of
Congressional authorization and appropriation com-
mittees, a revised system has been worked out, to start
with the FY 1982 Congressional Presentation which is
now being prepared.

e




The new system will improve the depth, scope, and
timeliness of the information supplied to the Congress;
reduce the size and nbsolescence of the Congressional
Presentation; and free AID to concentrate more energies
on program and project quality. This will be achieved
by better synchronizing the information sent to the
Congress with the actual process by which AID makes it
program decisions.

Building on the central concept thai Congress should
receive complete and pertinent information about each
project, detailed funding descriptions for projects
will not be included in the CP. Instead, through the
notification process, activity data sheets will be
provided to Congress for new projects at the time &
project is ready for authorization, and, for on-going
projects, when the total life-of-project funding or
planned completion date changes.

While reducing the quantity of detail on projects, the

revised Congressional Presentation will place greater
emphasis on AID's strategy /- each country or techno-
logical area in which it i. '.volved. For example, the
country narratives will m ‘= completely describe the
development goals and asslistance objectives. It will
also contain tabular information showing all of AID's
active projects in a country, not just those for which
funds are requested this year. More extensive treat-
ment will also be given the evaluations of projects and
the impact of programs within each couatry.

In short, the new Congressional Presentation/Notifica-
tion system should eliminate much of the premature and
excessive project data supplied to the Concress, while
giving it the information it needs to review central
and regional strategies, country programs and proposed
new projects, thereby fulfilling its oversight
responsibilities.
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. VI. A. 3. Operating Expense Budget

Prior to Fiscal Year 1976, the "administrative” costs
of AID were funded in part from the functional appro-
priations of Development and Supporting Assistance, and
in part by a separate Administrative Expense Appropria-
tion. In FY 1976 the Agency, at the insistance of
Congress, initiated a request for a distinct funding
appropriation for Operating Expenses.

The initial Operating Expense Budget consisted of funds
required for salaries and other supporting costs of
direct hire personnel engaged in policy formulation,
personnel and administrative support, and the basic
functions of planning, coordination, management,
support, and evaluation of assistance programs. The
normal administrative overhead costs such as rents,
utilities, communications, supplies, equipment, etc.,
were also funded from the Operating Expense budget.
Some costs however, such as travel and salaries

of some direct hire employees directly related to
projects, continued to be funded from functional
appropriations.

concept of Operating Expenses expanded further. At
that t.ime the Agency began charging the salaries
and support costs of all direct-~hire employees as
well as all costs associated with travel performed
by direct hire employcws, to the Operating Expense
account, regardles:s of project association.

‘ In FY 1979, again at the urging of Congress, the

A further evolution of Operating Expenses is now
being encouraged by Congress. The Senate, in its
Report on AID's FY 1980 Appropriation Bill, stated

' that "In keeping with congressional requirements,
all costs not specifically and directly related to
identified projects are mandated to be funded from
Operating Expenses. 1In addition, all personnel and
related expenses including travel and transportation
of nonreimbursable full time employees in permanent
positions are required to be justified and funded
only from this account." The only _.ployees excluded
from this provision are those in the Housing Investment
Guarantee Program and the Excess Property Disposal
Program.

In furtherance of this position, the Senate Committee
delet=d projects valued at $4,570,000 frou the functional
account budget request because the proposed activities
fell under the definition of Operating Expenses, as

' defined by the Senate. The Report, in deleting these
funds, states that "These projects are of que:-ionable
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value to the Agency, and it is clear that they do
not contribute directly to economic development

in the poorer countries. Because their primary
purpose is to serve the needs of the Agency, they
must be considered as operating expenses. If the
Agency wishes to pursue these activities, and other
projects having same or similar purposes, then the
Agency will have to justify’ or request supplemental
funding for them under the (Operating Expensc) appro-
priation." As a result of this current position

of Congress, the Agency, in its FY 1982 Operating
Expense request, is in fact including activities

of this nature at a value of about $2.0 million,
primarily for evaluations.

Total AID operating expense requirements for FY
1982 are estimated at $370.2 million compared to
$260.9 million in FY 1979. A comparison of these
costs, by source of funds, is as follows:

FY 1979 FY 1980 FY 1981 FY 1932
Actual Actual Request Request

Appropriated
Funds $§251.7 $273.1 $320.0 $ 357.9
Non-Appropriated

Funds 3.7 4,8 4.8

3.3
Trust Funds 5.9 7.2 7.5 7.5
0.9

Total Expenses $260. $284.0 $322.3 $ 370.2

The appropriated funds cateqory includes funds actually
appropriated by Congress and reimbursements from

other agencies for services and support provided

by AID. The non-appropriated funds category includes
the personnel and administrative costs of operating
both the Agency’s Housing Investwrent Guaranty and
Excess Property programs. The costs applicable to
these programs are funded by non-appropriated monies,
which are generated by fee income under the programs.
Trust funds are local currencies provided to AID

by host countries for support of the country assistance
program. These funds are utilized to meet a portion

of the local costs of maintaining overseas AID missions
within the host country and serve to r2duce the require-
ment for appropriated dollar funds.

While the Appropriated Funds category has increased
dramatically from 1979 to 1982 by $106.2 million

or 42 percent, $57.1 million of the increase is for
salaries and benefits due to pay raises for U.S.
and foreign national employees, $13.0 million is
for Foreign Affairs Administrative Support (FAAS)
costs, and $7.7 million is for costs other than p:y
comparability associated with the Foreign Service
Act of 1980.
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4., FUNDS CONTROL

a. Basic Authorities

Foreign Assistance appropriations are made to the
President, and distributed to Agencies having responsi-
bility for the purposes of such appropriations. Admin-
istration of certain Foreign Assistance funds has been
assigned to the Administrator, Agency for International
Development by Executive Order 12163 of September 29,
1979, and United States International Development
Cooperation Agency Delegation of Authority No. 1,
approved October 1, 1979,

b. Statutory and Requlatory Requirements

The Anti-Deficiency Act (Sec. 3679 of the Re' ‘sed
Statutes) and Office of Management and Budget (OMB)
Circular A-34 are the principal regulations that

prescribe the procedures for the control of appropriations
through the Apportionment process, and for designing

and estabiishing a system of administrative control of
funds to:

(1) Restrict obligations and expenditures
against each appropriation or fund from exceeding
apportionments and allotments or from exceeding budgetary
resources available for obligation, whichever is smaller.

(2) Enapnle the agency head to fix responsibility
for the creation of any obligation or the making of any
expenditure in excess of an apportionment or reapportionment.

The Budget and Accounting Procedures Act of 1950 places
responsibility for establishing and maintaining systems
of accounting and internal controls upon the head of
each agency.

a. Budgetary and Accounting Control Systems

{(l) The A.I.D0. Operational Year Budget (OYB) is
the Agency's financial plan. It sets out the amount of
availabilities for each funding category (appropriation),
and establishes funding levels within each appropriation
for each of cthe A.I.LC. Georgraphic and Functional
Bureauss by country and/or program.

(2) Administrative control of A.I.D. funds is
evercised thrnugh issuance of funding allotments to the
officers in Washington and overseas authorized to incur
obligations for approved programs. The system provides
for control over financial limitations contained in
A.I1.D. legislation and restricts allotments and okligations
to the lesser of:

of%



(a) Actual fund availability;
(b) Amounts apportioned by OMB; and

(c) Amounts approved in the Operatiocnal
Year Budget.

(3) The A.I.D. accounting system conforms to
the accounting principles, standards, and related
requirements prescribed by the Comptroller General of
the U.S. (GAO). The accounting system provides for:

(a) full disclosure of the finrancial
results of A.I.D.'s activities;

(b) publication of financial information
for A.I.D. management;

(c) control over and accountability for
all funds, property, and other assets for which A.I.D.
is responsible;

(d) reporting of accounting results to
serve as the basis for preparing and supporting A.I.D.
budget requests, controlling execution of the budget,
and providing financial information required by OMB,

GAO, Treasury, and the Congress; and

(e) 1integration of A.I.D. accounting with
the central accounting and reporting operations of the
Treasury.

a. Financial Reporting

(1) Status ¢f implementation of current year
programs is reported to management through issuance of
a Financial Report within six (6) working days after
the end of each month, The Report reflects currently
approved program levels (0OYB), allotments issued, and
obligations incurred by funding category, administering
bureau, and country and/or program,

(2) Financial accounting results for current
and prior year programs are reported approximately
thirty (30) days after the end of each month.




VI.

B. Tne Project Implementation Process
1. Definition.

Conceptually, project implementation encompasses all actions
necessary to put an approved activity or project into effect.

It is distinguished from project development, i.e., the identi-
fication, design, review, approval and negotiation of projects,
in that the latter involves the specification and agreement as to
what is to be accomplished. Implementation is the doing of what
has been agreed to.

2. Methods of Implementation

A fundamental principle of AID and its predecessor agencies has
been that the countries and organizations it assists should
themselves undertake the implementation of their own development
programs, rather than employ AID as their agent to do so. The
principle rests on a numbBer of considerations, the first and most
important of which is that the ultimate responsibility for all
development projects rests with the countries whose projects they
are. Moreover, the process of implementation is itself an
important opportunity for development of technical, institutional
and administrative skills needed to undertake subsequent projects.
To the extent AID performs as an implementing agent for countries
or organizations, they forego such institutional development bene-
fits. Finally, AID is not principally a project management and
procurement organization and must conserve its staff resources for
its primary functions as a development planning, financing and
monitoring agency.

AID policy does, however, recognize that not all countries or
projects are equal in their respective capacities and requirements
when it comes to project management, technical expertise and pro-
curement skill lTevels. AID allows exceptions to the general
principle of implementation by recipient countries when:

- the designated organizations do not have access to
sufficient trained manpower, or

- have a record of project management or contracting
problems which, if not compensated for, would
increase costs or implementation problems to
unacceptabls levels.




The basic variances within the cancept of recipient country
implementation of its own projects are given Below.

Recipient Country Plus Techinical Assistance -~ If the country's
organizations cannot by themselves implement the activity, the
project design will normally include parallel training and
development of the recipient country organizations so that

they would be able to perform similar functions in subsequent
development activities. Such services are normally provided

on a contract basis from profit-making, nonprofit or govern-
mental institutions. If the specific project management or
technical skills are only available from a U.S. Government
organization, e.qg., Hational Aeronautics & Space Administration
(NASA), U.S. Geological Survey (USGS) or Bureau of Census, then
AID may arrange for such sKills to be provided directly to the
project, but still with only limited AID involvement.

Implementation Agent - The next preferred method for project
implementation is to have recipient country projects carried
out by implementation agents, i.e., through contracts with
profit-making or nonprofit organizations. Contracts or grant
agreements may also be used to engage the resources of private
voluntary organizations or quasi-governmental institutions to
act as impiementation agents.

Direct AID Participation - When the above implementation
aporoaches are not appropriate or for other special reasons, AID
may itself become directly involved in implementation, e.g.,

in contracting and procurement activities, such that the project
can be completed within reasonable time and cost guidelines.
Direct AID involvement in procurement actions may also be
necessary to address special situations, e.g., the charters of
some U.S. state universities preclude them from entering into
contracts or agreements with foreign governments. They may,
however, erter into a contract or agreement with AID which
enables them to perform the required services for the recipient
country. '

3. AID's Role During Implementation

The vast majority of AID-financed development activities are
implemented by recipient country organizations or third parties.
AID may play a direct role in management and impiementation at
the project level, but its primary operational responsibilities
and allocation of staff resources are directed towards the
activities outlined below. Prudent management concepts and
guidelines for minimum accountability regarding the expenditure
of appropriated public funds dictate that AID personnel in the
field will spend a larae percentage of their time supporting

and overseeing the project implementation process.
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Implementation Support and YMonitoring Responsibiflities

Providing general planning support and guidance

to recipient country officials on the satis-

faction of legal and procedural requirements associ-
ated with the use of AID financing;

Preparing and administering the operation of AID
financing instruments which make funds available to
project organizations; -

Monitoring implementation methods, progress and
results to ensure that activities conform to AID
statutory requirements and other terms of the
project agreement;

Evaluating project design and implementation elements
and, as appropriate, assisting in making adjustments
that enable a project to achieve its intended sbjectives,
and

Advising recipient country officials on the operation
and maintenance of completed projects so that planned
outputs are produced and received by the intended
Beneficiaries.




® ‘ 1

N

vi. C. Workforce
- 1. Resources

AID obtains its workforce resources under a variety of arrange-
ments and authorities -- direct-hire U.S. and foreign national
employees, contractors, and personnel of other Federal agencies
who are assigned to work with AID by agreement between the two
agencies.

a. AID Direct-Hire Personnel

In total, as of October 31, 1980, the Agency had 5,940
direct-hire employees, of these, 5,41l were full-time
amployees in permanent positions (FTEPP) in Washington
and overseas, and 529 were part-time and temporary
employees.

‘ Overseas, there were 1,518 AID U.S. personnel responsible
for the administration of Agency programs and projects,
including the functions of program planning, development,
evaluation, and management support. Very few of these U.S.
personnel actually engage in project execution. The agency
uses, for the most part, the expertise of other Federal
agency personnel and contractors for project execution
aspects of our programs.

Supporting AID activities overseas were 1,870 foreign
national direct-hire employees. Most of the foreign
nationals provide support in the administrative and
clerical fields; some, however, perform functions which
could be -- and in the past often were — performed by
U.S. staff such as engineers, econamists, participant
training officers, personnel officers, and a wide range
of other specialists. Because of their knowledge of
local custams and practices local employees are often
more effective and appropriate than an American mght be,
and they are less costly.

In AID/Washinaton, there were 2,552 direct-hire employees
(of which 370 were less than full-time). These employees
are responsible for a wide range of functions, inciuding
the provision of policy and program direction to the

. overseas posts, and a wide variety of program and manage-
ment support services.




b. Contractor Personnel

Consistent with explicit direction in the Foreign Assistance
Act, the Agency has established a policy of carrying out its
development assistance programs to the maximum extent
possible through the private sector.

AID currently utilizes the services of approximately 975
Americans, plus 873 foreign nationals through contractual
arrangements with individuals, private institutions and
firms. The contract nuy be directly between AID and the
contractor (AID-direct contract), or may be between the
recipient country and the contractor (Borrower/Grantee —
"B/C" - contract). Broadly speaking, these figures
include those contract activities which involve the pro—-
vision of technical assistance to the recipient country.
The figures reflect the number which AID, through its
contracting processes, has determined are required to
carry out the activity; not reflected are the number
which AID, allows the contractor at its own discretion--
within the funding constraints of the contract-- to carry
out the terms of the contract. In this latter--excluded——
category are personnel involved in such things as the
construction of real property (e.g., buildings and dams)
and services provided incidental to the purchase of
camodities or equipment under contract, such as the
labor provided by a contractor in connection with the
installation of purchased machinery. AID has authority——
only for overseas work--to enter into Personal Services
Contracts, i.e., a contractual arrangement with an
individual in which there is, essentially, an employer/
employee relationship.

c. Other Federal Agency Personnel

AID also looks to other Federal agencies to provide the
expertise from their staff under a special Participating
Agency Service Agreement (PASA) worked out with each agency.
Under such agreements, the personnel involved remain
employees of the parent agency during their assignment with
AID, which is overseas; they do not enter AID's employment
rolls. The Agency had same 107 such "PASA" personnel, as
of October 31, 1980. A Resources Support Services Agreement
(RSSA) is used for obtaining continuing professional staff
assistance from other agencies when the services are not
related to specific projects with a fixed-time period for
their accamplishment. RSSA personnel are assigned in the
U.S., and there were approximately 315 at the end of FY 1980.




In addition, there are a few other federal employees
detailed-in to AID/Mashington for which AID, in most
cases, pays a reimbursement to the parent cgency.

In In sumary, the Agency's policy of using non-AID expertise
to the maximum extent feasible is based on several factors.
First, the scope cf the economic assistance program requires
that the Agency draw upon the variety of technical resources
and skills of other government and private institutions; in
many cases, the need for specialized skills may be only
temporary, and "borrowing," rather than employing, such
personnel provides the Agency with greater program manage-
ment flexibility. Second, this policy encourages the
continaing infusion of up-to-date technology from the
institutions with outstanding capabilities in the various
technical areas. Further, the use of personnel fram
private institutions encourages the establishment of post-
assistance ties and relationships between those institu-
tions and parallel institutions and entities in the
recipient countries, which can provide a mutual benefit

to both parties in the future.

2. Constraints on Workforce Resources

Particularly in the last several years, the Agency has sought
to achieve staffing levels both overseas and in Washington
which are austere but, at the same time, adequate levels
necessary to perform the work efficiently and effectively.

In setting these balanced levels, however, three basic con-
straints effect management judgments, and decisions.

a. OMB Limitation

The Office of Management and Budget establishes a world-
wide, end of fiscal year direct-hire employment limitation.
For FY 1980, AID's level under the IDCA allocation is 5518
FTEPP positions —-- including both U.S. and Foreign National
employees in the U.S. and overseas. Under this limitation,
the Agency distributes its workforce between AID/Washington
and overseas and among its organizational elements.

b. MODE (Monitoring Overseas Direct Employment)

This is a control exercised by the National Security Council,
with staff support from the Department of State. MODE
controls the total number of employees assigned abroad who
contribute to the official U.S. Government presence and
profile overseas. Included in the MODE system, as it affects
ATD, are all direct-hire employees of the Agency, both U.S.

riv
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and Foreign National, as well as employees of other
Federal agencies under PASA's (employees under contract
are excluded). U.S. Ambassadors exercise this control as
the personal representatives of the President, approving
or disapproving proposed AID staffing levels of the
country. 1n those instances where AID and the Ambassador
cannot reach agreement on the staffing levels required,
and in AID's judgment a higher level is essential for
prudent conduct of a country program, an appeal process
is available with the Department of State and subsequently
to a comittee of the N.S.C.

c. Appropriations

Limitations on any Agency's appropriations -- for AID,
especially the Operating Expenses Account since that is
the source fram which the bulk of Agency personnel are
paid -- is the ultimate constraint on the Agency's
personnel levels. Additionally for AID, Congressional
views on the size and location of AID staffing, as
espressed most recently during the appropriations process,

affect the decisions senior Agency management makes on AID's
personnel levels.

AID Internal Workforce Resource Allocation and Employment
Control System

AID's workforce resource requirements are detemmined as an
integral part of the annual program development and budget
cycle. This cycle begins with the transmission to each AID
overseas post of the Annual Bwiget Sulmission (ABS) guidance
prepared by the Bureau for Program and Policy Coordination (PPC)
and the Office of Financial Management (FM) for field submission
of budget requests. The ABS is developed consistent with and in
support of the Country Development Strategy Statement (CDSS)
fram each overseas mission. It is designed to provide data for
use in the review and approval of the current and projected
workforce resource requirements.

The Office of Financial Management is responsible for reviewing
and making recamendations on the workforce resource xequests
of the Missions in conjunction with the appropriate Geographic
Bureaus, and with other AID Bureaus and Offices with overseas
staffs.

Concurrently, for AID/Washington, guidance for the Annual Budget
Subtmission (ABS) which includes workforce requirements is sent
fram the Office of Financial Management to each AID Bureau and
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Office. These requests are also reviewed by the Office of
Financial Management, which makes reccmrendations based on
overall Agency priorities and program requirements.

After comprehensive review, the Office of Financial Management
aggregates all of the workforce requests and recommendations to
develop the overall AID workforce budget proposal. This proposal
is then reviewed and approved by the Administrator and submitted
to the Office of Program and Policy Coordination as part of the
AID Operating Expense Budget proposal for formal submission to
the Office of Management and Budget by the AID Administrator.

Based on the decisions resulting from the foregoing process,
and after the appropriation process, the Administrator or
Deputy Administrator authorizes the Office of Financial Manage-
ment to issue to each AID/Washington Bureau and Office the
approved workforce allocations for the operational year.

These allocations which are expressed in terms of positions
provide separate ceilings for overseas and Washington, and

for American and foreign national incumbency. The allocations
represent the maximum number of positions which may be established
for the organizational unit. o

Because of staff turnover, coupled with the length of time
required to recruit and process qualified candidates, a portion
of all direct hire positions are normally vacant at any given
time. Although same offices or posts may have all their
positions filled, it is virtually impossible, in the aggregate,
to fill all the positions authorized worldwide. Actual employ-
ment is fairly predictable and manageable by taking this normal
lapse (or vacancy) phencmenon into account. Since the work-
force limitation imposed on the Agency by the Office of Manage-
ment and Budget is a limitation on actual employment and not
positions, the position allocations issued by the Office of
Financial Management range fraom five to ten percent above the
employment limitation.

Simultaneous with this process, requests for allocations of
consultant workdays and overtirme are reviewed by the Office of
Financial Management and levels for each AID/Washington Bureau
and Office are determined after a careful assessment of require-
ments, as well as the availability of operating expense funds.
These allocations are included in the budge. which is approved
by the Administrator.

Adherence to Agency U.S. national workforce allocations--both
for AID/W and overseas--are assured by control procedures in
the Office of Personnel Management supported by an automated



data system. Foreign National employment is controlled at
the Mission level and monitored by Washington.

Overtime and consultant allocations in AID/W are monicored
centrally. :

4. Workforce Numbers and Trends

AID's Direct-Hire workforce has changed significantly over the
years. From an on-board level of about 14,751 full and part-time
direct hire personnel in 1961, the Agency reached a peak of 18,030
in 1968. Between 1968 and the end of fiscal year 1980 (September
30, 1980) this full and part-time workforce has been reduced by over
12,000 —- a decrease of 67% —— to a level of 5,958.

There are a numoer of factors which have affected the changing
vorkforce levels. The peak employment of the late 1960's reflects
the expansion of the Agency's programs in the Southeast Asia area.

Then during FY 1969, AID sustained a 12% reduction in American
personnel overseas -- both AID direct-hire and other Federal agency
personnel serving with AID under Participating Agency Service Agree-
ments -- and a similar reduction in foreign national under the
President's Balance of Payments Program (BALPA), the purpose of
which was to save staff cost outflows overseas. The Washington
staff was also reduced (through reduction-in-force procedures) by
approximately 12% during this period due to a reduction in the

FY 1969 administrative appropriation.

During FY 1970 the Agency's overseas staff was reduced further under
another exercise -- Overseas Presence Reduction (OPRED) -- in which .
the President directed that by June 30, 1970 AID and other govern-
ment agencies reduce overseas employment 10% below the June 1969
“level in order to minimize the official U.S. Govermment profile
overseas. For purposes of OPRED, AID overseas employment was
defined to include: (1) AID direct~hire employees in permanent
positions, (2) other U.S. agency employees working for AID under
Participating Agency Service Agreements, and (3) American personal
services contract employees. Under OPRED, AID actually reduced

the total number of employees overseas by 758 Americans, ar 14%.

In the same period foreign national employment was reduced by over
854 or 10%.

In FY 1971, AID achieved a further reduction of 12% overseas. The
President directed the Under Secretaries Cammittee of the National
Security Council to continue to monitor and control U.S. Government
Presence abroad.




In FY 1972, and FY 1973, AID's direct-hire staff was reduced by
more than 3,300 employees -- a two-year reduction of 25%. This
reduction, resulting from a Reform Plan initiated by the Agency
in 1972, was achieved through a consolidation of program and
management support services in Washington, a tightly enforced
hiring freeze, and the separation of Foreign Service employees
serving in time-limited appointments.

Reductions continued in the Agency's direct-hire overseas staff
during FY 1974 as a result of program changes, as well as new
ways of doing business, whereby more project implementation was
carried out by others -- the host country itself, the U.S. private
sector, and other Federal agencies.

During FY 1975, the overseas AID direct-hire staff was reduced
dramatically as a result of the termination of programs in
Indochina — by about 525 Americans and about 1,600 foreign
nationals.

During the past few years new initiatives have been legislated by
Congress in the Foreign Assistance Act in agriculture development,
disaster relief, women in development, environmental concerns, the
Sahel, and the Middle East. The Agency is continuing to adjust

its workforce to these changing program requirements. BEmphasis

has been undertaken for those skills in short supply within the
Agency, and AID has accelerated the hiring of International
Development Interns (junior-level foreign service personnel selected
under a highly campetitive process and given intensive training prior
to overseas service) to ensure a steady input of young talent.

The Agency's current estimate of the direct-hire strength at the
end of fiscal year 1981 is 3,980 American employees, and 1,958
foreign national employees, or a total strength of 5,938 (full
and part-time).

The details of the AID workforce situation —— past, present and
future -- are covered by the charts on the following pages.
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September 30, 1980

* U. S. Nationals

in United States * J. S. Nationals

2546 Overseas

1512

4% PASAs/RSSAs & Details
* Foreign Nationals

Overseas

1900

*Total Direct Hire - 5958
**Total Non/Direct Hire -~ 2298
Total A.I.D. 8256

PM/PDE
11/17/80
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VvIi. D. Personnel

1. Foreign Service Personnel

ATID has authority to employ persons in the foreign service. The
agency has a good deal of flexibility to determine appointment
qualifications and to hire, promote, and assign foreign service
reserve officers.

Internal Agency regulations governing this category of personnel
have been designed to provide AID's foreign service employees with
rights, campensation and benefits which are comparable to those of
State Department Foreign Service Officers and AID Civil Service
employees. These regulations can for the most part, be waived or
changed at the discretion of the AID Administrator. With the
effective date of the Foreign Service Act of 1980, February 15,
1981, this discretion will be somewhat more circumscribed.

All AID American employees serving overseas are in the foreign
service category. As of October 31, 1980, AID had 2045 foreign
service employees on the rolls, with 527 serving in Washington
and the remainder overseas. These ewployees include professionals
appointed as foreign service reserve officers (FSR) and supporting

personnel (principally secretarial and administrative assistants)
appointed as foreign service staff (FSS).

The Foreign Service is distributed by class as follows:

Class No. Salary Range

FSR-01 43 $50,112.50
02 204 50,112.50
03 518 44,547.00-50,112.50
04 601 36,097.00-50,112.50
05 277 29,249.00-42,953.00
06 110 23,701.00-34,806.00
07 83 19,205.00-28,203.00
08 17 17,169.00-25,213.00

1853

No. Salary Range

$44,547.00-50,112.50
36,097.00-50,112.50
29,249.00-42,953.00
23,701.00-34,806.00
19,205.00-28,203.00
17,169.00-25,213.00
15,348.00-22,535.00
13,721.00-20,150.00
12,266.00-18,013.00
12,266.00-18,013.00




Chiefs of
Mission

Class No. Salary Range

FA-TI 1 $55,387.50
TA-III 1 52,750.00
TOTAL 2

3. Overseas Mission Chiefs and Deputies

Chiefs and Deputies of AID's overseas Missions are appointed to
positions in the AID foreign service under a special provision of
the Foreign Assistance Act. Such employees may be appointed and
renmoved by the AID Administrator (under delegated authority)
without regard to the provisions of any other law. Senate
confirmation is not required, and the actual appointment
authority has been delegated by the President to the AID Admin-
istrator through redelegation from IDCA.

Many of AID's Mission Chiefs and deputies are career Foreign
Service Reserve employees who previously held unlimited appoint-
ments. When such career employees are separated as Mission
Chiefs or deputies they do not have statutory reemployment
rights, but have reinstatement eligibility to @ job at their
career foreign service rank.

Civil Service Persomnel

a. Description and Summary

The majority of the Agency's jobs in Washington are under the
regular Civil Service. Appointments, rates of compensation,
pramtions, separations, and other such actions are controlled
by Civil Service rules and regulations originating in the
Office of Personnel Management (OPM). Before an individual
may be appointed to a reqular Civil Service job he must have
or obtain eligibility from OPM.

There are a number of ways to obtain such eligibility depending
upon the job skill and grade involved -- for the most part a
difficult and time-consuming precess. There are several Civil
Service categories -- Schedules A, B, and C (defined following
the table below) =-- which permit the Agency discretional
appointment of employees without Civil Service eligibility. A
total of 100 employees are presently employed under all these
Schedules, 34 of which are employees under Schedules B and C.




As of October 31, 1980 AID employed 2,025 non-foreign service
personnel in Washington (of which 370 were part-time or
intermittent employees). Of this number 34 were SES executives,
64 were AD or statutory appointees, 31 were Wage Board employees*
and 25 were consultants. The remaining 1871 were regular

Civil Service employees distributed by grade as follows:

Pay Sch.
& Grade No.. Salary Range

GS~-01 - $ 7,960.00- 9,954.00
02 7 8,951.00-11,265.00
03 25 9,766.00-12,700.00
04 10,963.00-14,248.00
05 12,266.00-15,947.00
06 13,672.00-17,776.00
07 15,193.00-19,747.00
08 . 16,826.00-21,875.00
09 18,875.00-24,165.00
10 20,467.00-26,505.00
11 22,486.00-29,236.00
12 26,951.00-35,033.00
13 32,048.00-41,660.00
14 37,871.00-49,229.00
15 44,547.00-50,112.50
16 49,198.00-50,112.50
17 50,112.50
18 50,112.50

* Wage Board employees are employees in recognized trades
and crafts (skilled, semiskilled, unskilled). They are
paid on special schedule based on prevailing wage rates.

b. Excepted Positions

The following paragraphs define the types of positions
falling under the schedules applicable to excepted positions.

SCHEDULE A

Positions other than those of a confidential or policy-deter-
mining character for which it is not practicable to examine.
*(FAM 213.3101)

SCHEDULE B

Positions other than those of a confidential or policy-deter-
mining character for which canpetitive examinations are im-
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practicable, but for which non-campetitive examinations are
given.
* (FAM 213.3201)

SCHEDULE C

Positions of a confidential or policy-detemmining character.
*(FAM 213.3301)

\

*Pederal Personnel Manuals (FPM's) are issued by the Civil
Service Camission and provide regulatory, policy and pro-
cedural gquidelines governing federal personnel management.
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VI.D.2. LABOR RELATIONS

a. legislative Enactments —— Executive Branch Policy Overview

A.I.D.'s labor relations activities flow from the Civil Service
Refom Act, Chapter 71 and the Foreign Service Act, Chapter 10,
the former being applicable to the Agency's Civil Service
ermloyees, the latter to its Foreign Service employees. Fxecutive
Branch policy with respect to labor-management relations in the
Federal service is based upon the following premises which are
explicitly stated in both Acts:

(1) The public interest requires high standards of employee
performance and the development and implementation of
progressive work practices;

(2) The well being of employees and efficient administration
of Goverrment are benefitted by providing employees an
opportunity to participate in the formulation and
implementation of personnel policies and practices
affecting conditions of their employment; and

(3) The participation of employees should be improved through
the maintenance of constructive and cooperative
relationships between labor organizations and management
officials.

Further, it is policy that each employee has the right freely and
without fear of penalty or reprisal to form join or assist a labor
organization, or to refrain from such activity. In short, agencies
must remain completely neutral with respect to employee participa-
tion in a labor organization.

Both Acts require the Agency to negotiate with elected exclusive
revresentative organizations any proposed changes in personnel
policies and practices affecting the working conditions of
employees over which the 2gency has control (as opposed to changes
mandated by higher authority).

The obligation to negotiate, however, is not unlimited. Both Acts
reserve to management certain rights:

(1) To determine the mission, budget, organization, number of
employees, and internal security practices of the agency;

(2) To hire, assign, direct, layoff, and retain employees in
the agency, or to susperd, ramove, reduce ii. grade or pay,




or take other disciplinary action against such
employees;

To assign work, to make determinations with respect to
contracting out, and to determine the personnel by
which agency operations shall be conducted;

To make selections for appointments from among properly
ranked and certified candidates for promotion; or any
other appropriate source; and

(5) To take whatever actions may be necessary to carry out
the agency mission during emergencies.

The parties may negotiate if they so choose:

(1) At the election of the agency, on the numbers, types, and
grades of employees or positions assigned to any
organizational subdivision, work project, or tour of duty,
or on the technology, methods, and means of performing
work ;

(2) Procedures which management officials of the agency will
observe in exercising any authority; or

(3) Appropriate arrangements for employees adversely affected
by the exercising of any authority by such management
officials.

The Agency deals with two labor organizations:

AFSA —- The American Foreign Service Association won a contested
election (against AFGE) under E.O. 11636, and was recognized in
April 1973 as the exclusive representative of A.I.D.'s Foreign
Service employees. The AFSA unit represents approximately 1860
enployees of wham, according to AFSA, about half actually are
dues-paying members.

AFGE —- The American Federation of Goverrment Employees, AFL—CIO,
Local 1534 won an uncontested representation election in
February 1972 under E.O. 11491, thus becaming the exclusive
representative of A.I.D.'s Civil Service employees. AFGE then
presented contract proposals to the Agency, following protracted
negotiations, a two-year renewable agreement was concluded which
has since been renegotiated. There are same 1450 employees in
the bargaining unit which AFGE represents with Local 1534
claiming a dues-paying membership of 500.




Both Acts impose the obligation of "fair representation' on labor
unions. That is, the exclusive representative represents all
employees in the bargaining unit, whether or not they are members
of the union. By the same token, employees who are not in the
Unit, e.g., Management Officials, may be dues-paying members of
either or both organizations, but their participation is quite
limited and they may not be represented by the unions.

b. General Background -- Labor Relations in the Executive Branch

(1) Early History —- Union activity by Federal employees goes
back to the early nineteenth century; however, until 1962,
its principal wvehicle was lobbying rather than bargaining.

Executive Order 10988 -~ "The Kennedy Order" — was issued
in January 1962 covering both Civil and Foreign Service
employees. It introduced the concepts of the exclusive
bargaining unit, the negotiated agreement ("contract"),
and dues checkoff. By the end of 1969, nearly 842,000
Federal employees ~— 48 percent of the total -- were
represented.

Executive Order 11491 -- "The Nixon Order" -- became
effective on January 1, 1970, was amended in August 1971,
and again in February 1975. It established a third-party
mechanism for resolving disputes, thus eliminating a good
deal of the unilateral control formerly exercised by
heads of agencies; it enlarged the scope of what is
bargainable; and it required that each contract include a
grievance procedure, permitting binding arbitration as
the final step. This triggered another surge of union
activity so that by the end of 1974, almost 60 percent of
all Federal employees were exclusively represented, close
to 1.5 million of them dues-paying members of unions.

CSRA, Chapter 71 -- The provisions of Chapter 71, which
became effective January 11, 1979, gave a statutory base
to the labor relations program which had been operating
urder an executive order since its inception. The major
change made in the Act was to establish independefit
authority, to establish policy, adjudicate disputes, and
resclve impasses.

Executive Order 11636 -- About ten months after the
issuance of E.O. 11491, the State Department petitioned
the Federal Labor Relations Council to exempt the Foreign
Service from its provisions. The President agreed to do so




(March 1971) ocontingent upon the three foreign affairs
agencies -- State, USIA and AID -- developing an accept-
able substitute labor-management relations program. The
result was Executive Order 11636, signed by President
Nixon on December 16, 1971. VWhile similar in much of its
form and substance to the Civil Service counterpart, the
Foreign Service Executive Order differed in several
significant respects.

FSA, Chaoter 10 -- The provisions of Chapter 10 are
effective on February 15, 1981, and are similar to the
Civil Service provisions. The adjudicatory bodies are
established as independent boards and the exclusive
representative is given same additional responsibility.

c. Chapter 71 and Chapter 10 -- Similarities and Differences

(1)

Scope of Bargaining -- Similar in most respects under both
Acts, the scope of bargaining in the Federal Government

is estimated to be about 25 percent of that in the private
sector. Pay, hours of work, retirement, fringe benefits,
and leave are products of legislation (50 percent),
therefore not within the discretion of agency heads, and
hence not bargainable. In addition, regulations binding
upon A.I.D. which are promulgated by the Civil Service
Camnission, QMB, GSA, or other agencies of "higher
authority" are not bargainable (25 percent). What remains
negotiable then are personnel policies and practices and
other matters affecting working conditions over which the
Agency itself has control and which are not otherwise
excluded by the Acts. While both Acts reserve to manage-
ment certain rights, the procedures through which the
exercise of thosa rights are implemented are negotiable
unless the procedures themselves are controlled by law or
regulation; e.g., pramtion per se is a reserved management
right, but the procedures of our Civil Service Merit
Pramotion Program and of our Foreign Service Performance
Evaluation System must be bargained. However, it should
be noted that the scope of hargaining is samewhat -broader
on the Foreign Service side since certain allowances arxd
benefits unique to the Foreign Service are controlled
internally and, therefore, are negotiable, while in the
Civil Service most benefits and all allowances are
controlled by "hiagher authority", i.e., the Congress or
the Office of Personnel Management, and so are not
negotiable.




(2) Mode of Bargaining -- One of the unique features of
Chapter 10 (Foreign Service) is that it does not provide
for the traditional comprehensive, fixed-term contract;
rather, we negotiate on issues one at a time. This
approach -- "rolling negotiations" rather than term
bargaining -- limits the Agency's ability to develop
trade-offs and bargaining packages, and results in
continuous negotiations between A.I.D. and AFSA. It also
defies the doctrine that relations between the parties to
a labor-management relationship are least stable during
negotiations, but then settle down to a period of relative
stability during the life of the contract.

We must negotiate with AFSA prior to adopting any new or revised
personnel policies or procedures which affect working conditions
of our Foreign Service employees. AFSA, too, can propose new

personnel policies or changes requiring that the Agency negotiate
with AFSA. Thus, we camnot institute new or revised policies or
procedures that affect working conditions without getting agree-

ment from out employees, through their union, and we must bargain
in good faith on proposals made by them.

On the Civil Service side, a comprehensive Negotiated Agreement
("contract") is concluded for an agreed upon period of time. 1Its
provisions are then administered for the life of the contract and
can be modified only by the written mutual agreement of the parties.
However, the Agency retains the right to amend its rules amd
requlations relating to personnel policy, procedures, practices,
and working conditions of employees during the life of the

contract through mid-temm bargaining.

(3) Bargaining Unit Exclusions -- Exclusions on the Civil
Service side are more camprehensive in that they reflect
the traditional demarcation between labor and management
found in the private sector. Such exclusions fram the
Unit include supervisors, management officials, employees
engaged in personnel work in other than a purely clerical
capacity, and employees engaged in personnel work in other
than a purely clerical capacity, and employees engaged in
investigatory and security work.

On the Foreign Service side, the bargaining unit is more extensive.
A large portion of those who are camonly regarded, and who regard
themselves, as members of the management team are included in the
bargaining unit for puiposes of collective bargaining. For
example, in most Washington (AID/VW) bureaus only the Assistant
Administrator (or equivalent), his/her deputy, their confidential
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secretaries and special assistants, and the principal
administrative management officer and deputy are excluded fram the
Foreign Service bargaining unit. Overseas, only the Mission
Director, his/her deputy and secretary, and the Executive Officer,
Deputy Executive Officer, and Personnel Officer are defined as
Management Officials or Confidential Employees, and thus excluded.

(4) Third Party Administrative and Adjudicatory Bodies —— Both
Acts provide for their own administrative and third-party
adjudicatory machinery. While the two systems involve
different entities, their forms and membership are
similar and even overlapping in same respects. The
respective systems are designed to deal with the delinea-
tion of overall policy and refinements to the systems, to
adjudicate issues of negotiability and unfair labor
practice charges, amd to resolve bargaining impasses. In
performing these functions, they continue to establish a
considerable body of case law.

d. Administration of Labor Relations within A.I.D.

The Agency's Labor Relations Staff is responsible for all aspects
of A.I.D.'s labor relations program. Assisted by a staff of two
labor relations specialists, the Director reports directly to the
Director, ORM.

(1) A.I.D./AFGE Relationships -- The dominant theme underlying
day-to—day relations with AFGE is that most fundamental of
all employee concerns: job security. There has probably
always been a feeling of second-class citizenship on the
part of our Civil Service emplovees who perceive the
assigrment of large numbers of Foreign Service employees
to Washington as a threat to pramwtion opportunities and
even to employment itself. While acrimony is minimal,
contract difficulties and employee grievances do arise.

(2) A.I.D./ZFSA Relationships -- Prior to its accreditation
as a labor union under E.O. 11636, AFSA had operated as a
professional association since its inception same “fifty
years ago. In view of this history, and based also on
the fact that a separate Act sets forth the ground rules
for labor relations in the Fcreign Service, AFSA sees its
role as one of "co-manager". There is no legal basis for
AFSA's view of its role. This has led to a samewhat
difficult period for the Agency in its relationship with
AFSA, specifically as between AFSA's vilew of the permissible




soope of bargaining and the Agency's exercise of the
rights reserved to Management, furthermore, as noted
earlier, continual negotiations are not conducive to
stability.

In addition to bargaining on Agency-wide issues in AID/W, AFSA has
established chapters at most overseas posts. Management officials
at these posts are authorized to negotiate, within the scope of
the Act, those matters which are entirely within local discretion.
Examples include parking, local Post-funded training, and AFSA use
of facilities. Such dealings may not assume the characteristics
of formal consultation, extend to employees at anv other posts, or
be regarded as a precedent by any other post.

Grievances of Foreign Service employees are precessed under the
grievance procedures of Chapter 11 of the Foreign Service Act, 1980.




VI. D. 3. Equal Employment Opportunity

a. Legal Authorities

Requirements for Federal agency and equal
employment opportunity and affirmative action programs
were first established in 1969 by Executive Order 11478.
In the 1972 amendments of Title VII, of the Civil
Rights Act of 1964, the Congress mandated Federal
agencies to maintain affirmative action programs to
ensure enforcement of Federal equal employment oppor-
tunity policy and to apply the same legal standards
of prohibited discrimination established for the pri-
vate sector. This mandate was a consequence of the
specific findings of pervasive discrimination in
Federal employment evidenced by:

-~ serious underrepresentation and exclusion
of minority group members and women in specific
occupational areas, grade levels, agencies, and
regions; and

systemic, institutional barriers operating
through various civil service regulations and
procedures, particularly non-job related
selection and promotion techniques.

Other legal authorities relating to Federal
equal employment opportunity include the following
statutes:

-~ Section 503 of the Rehabilitation Act of 1973
which pertains to employment discrimination
against handicapped persons in the Federal
Government;

Equal Pay Act of 1962 which prohibits sex-based
difference where work performed is of equal skill,
effort, and responsibility;




Age Discrimination in Employment Act of 1967
which prohibits job discrimination against
workers 40 to 70 years of age.

b. Agency Policy and Program

In enacting the Federal equal employment
opportunity mandated requirements, the AID Administra-
tor exercises personal leadership in the development,
implementation, maintenance, and monitoring of a con-
tinuing affirmative program for equality of opportunity
in employment and personnel operations. The program
is designed to promote equal opportunity in every
aspect of Agency personnel policy and practice in the
employment, development, advancement, and treatment of
employees and applicants for employment on the basis
of merit and fitness and without regard to race, color,
national origin, religion, sex, or age.

To implement the Agency equal employment
opportunity program, the Administrator has a designated
Director of Equal Employment Opportunity Programs.

AID's equal employment opportunity policy
requires special affirmative action throughout the
Agency to eliminate the existing underrepresentation
of minority group members and women in all categories
of employment, grades, and pay plans. An integral
part of the Agency's affirmative action program planning
process is the setting of hiring goals for targeted
occupations, accompanied by timetables for the purpese
of reducing and, ultimately, eliminating the under-
representation determined for each minority and sex
group in its workforce profile. This is a results-
oriented element of the process which emphasizes
quantifiable results.

All levels of management, in addition to
the Directors of Equal Opportunity Programs and
Personnel Management, share responsibility and are
held responsible for the successful implementation of
the Agency's affirmative action goals and objectives.
Supervisory and managerial performance is evaluated
on these and other major Agency goals.




Employment profiles for both IDCA and AID
illustrating the dJdegree to which each race/national
origin, and sex group is represented at each grade
level and pay plan in the individual Agencies' work-
force follow.

Attachments:

1. Tab A - Statistical Analyses of IDCA's Workforce
Dispersion of Race/National Origin and
Sex Groups by Individual Grade Levels,
Pay Plans and by Levels of Authority;

Statistical Analyses of RID's Workforce
Dispersion of Race/National Origin and
Sex Groups by Individual Grade Levels,
Pay Plans and by Levels of Authority.
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02 190 97.4 5 2.6}173  88.7 S 2.6 §12 6.2 - - 3 1.5 - - - - - - 2 1.0 - - 195
o
01 451 o98.5 7 1.5]1418  91.3 6 3|1 3.7 1 0.2]10 2.2 - - 6 1.3 - - - - - - 458 ©
04 404 92.0 as 8.0} 347 79.0 31 7.1 ] 3e 8.2 3 0.7]12 2.8 1 0.21 9 2.0 - - - - - - 439
05 142 76.9 7] 237 27  ¢€68.3 M 18.31 7 3.7 7 3.7l 0 4.3 1 0.6 | - - 2 111 - - - - 186
06 6 60.0 4 40.0f 6 60.0 3 30.0}] - - - - - - - - - - 1 10.0 - - - - 10
FER 1233 92.8 96 7.2} 1307 @63.3 80 6.0] 74 5.6 11 0.9]3s 2.7 2 0.1 |15 1.1 3 0.2 2 0.1 - - 1329
FSRL-01 3 100.0 - - 3 100.0 - -] - - - - - - - - - - - - - - - - 3
02 13 100.0 - -1 10 76.9 - -] 3 23.1 - - - - - - - - - - = - - - 13
a
/
=

[y
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ACENCY FOR INTERRATIONAI DEVELOPMENT

HOIK FORCE PROFILE - BY PAY SCHEDUIE - AND GRADE

AS OF SEPTEMBER 30, 1980

PAY SCIEDULE

HISPANIC
AlID GRADE

) §

FEHALE

)

ASIAN AMERICAN

HALE FEMALE
t ) L ] |

NATIVE

MALE
] .

TOTAIL
EMI'LOYEES

FSRL-03

o4

o5

06

07

08

1.7.




AGENCY FOR INTERNATIONAL DEVELOPHERT

WORK FORCE PROF1IE ~ BY PAY SCHEDULE -~ AND GRADE

AS OF SEPTEMER 30, 1980

PAY SCHEDULE NISPANIC ABIAN AMERICAN HATIVE AMERICAN

AND GFALE FEMALE MALE FEHALE MALE FEMALE
] ) [ ] 1) [ ] . [} ]

> me —we .

09

F8S8L

FSRR~-035
07
08

FERR

FSSR-07
09

10




AGENCY FOR JINTERHNATIONAL DEVELOPMENT

HWURK FORCE PPOFILE -~ DY PAY BCHEDULE -~ AID GRADE

ME OF BEPTIIMER 30, 1960

-

FAY SQEDULE niIsranticC ABIAN AMERICAN HATIVE AMERICAN TATAL

AID GPADE FEMALE HALE FEMALE HALE FFUALE FIWIOYFEE
L) 1 ) " ) ] ) ] ] )

75.0
100.0
100.0

€6.7

30.0

30.0

59.2 1644 913 12.6

Excludes Internntional Development Cooperatlon Agency (IDCA), cxpertn/consultants, detalls to AID from other sgencles, employees
on LMOP, IMP, IPA, pending disabilfity retircment end on intermittent work schedule.

Sourcey EOP Data File
Propared Byt Offlce of Equnl Opportunity
rroprama




AGENCY FOR INTERNATIONAL DEVELOPMENT

WORK FORCE PROFILE BY LEVEL OF AUTHORITY

AS OF SEPTEMBER 30, 1980

HISPANIC ASIAN AMERICAN NATIVE AMEKICAN TOTAL
LEVEL OF : , MALE . FEMALE HALE FEMALE EMPLOYEES
AUTHORITY , t v L O R U T

Executive
Managerial 25 i.o
Other 1544 51.8

Supervisory 1 72 ié;z

1644 40.8




