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1. Overview; The Task Force was established In '{fc&iary 1988 to 2*??1 ?»• 
entire U.S. foreign aid program; to^!jn:.'.ie wh^ ; ^-A^$ 
what doesn't work and why; to gather Information}' .^vVC^^d 
counsel on proposed legislative, administrative amf '"'"' c>v 
operational changes in thfe-progrc.^ and to develop a set of 
issues, priorities and reccmmendatlor.s fd> the consideration 
of the committee, other Members of Congress, and the new 
administration.

The items that follow briefly describe Task Force a^ 
meetings, correspondence, information exchanges* and >c:;
documents and analyses that have been 'received and devolov 'j--,:'• •/;•''•-.

2. Meetings, Panel Discussions and Correspondence with Members

(Please note that these meetings were generally Infontal, off t&| reeov-d 
exchanges of information, views, and opinions)

2/17/88 Members met with Alan Woods, the new AID Administrator. TToe 
HFAC Task Fort/3 review effort was discussed along with mutual 
expressions of cooperation and support for this undertaking.

3/31/88 Members met to offer and discuss suggestions and is'&res for 
the Task Force study.

6/1/88 Members ravt with panel consi^Vlng of ;Ralph Smuckler of
Michigan State University and Bob Berg of the International 
Development Conference, John Sewell of Overseas Development 
Council, Jack Sullivan of Development Associates, and Jack 
Hamilton of the World Bank. Members and panel engaged in a 
wide-ranging discussion of major problems and
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issues, proposed objectives and restructuring suggestions, 
funding limitations, base rights, and the need for a 
congressional and national consensus.

6/22/88 Members met with panel which included Gen. Ernest Graves, 
formerly with DOD and DSAA; Harry Shaw, formerly with 0MB; 
and Stephanie Neuman of Columbia University. Participants 
engaged in a broad discussion of security and military aid 
issues, sales, credits, base rights, planning criteria, 
reprogramming, and legislative concerns.

6/28/88 Members met with Peter McPherson, Deputy Secretary of the 
Treasury and former AID Administrator. The discussion 
included AID progress, initiatives and budgeting; leverage 
and action through UN agencies; accountability, objectives, 
FVO participation, staffing, and administrative expenses; 
advanced developing country relationships.

7/27/88 Members met with William Schneider, former Undersecretary of 
State for Security and International Affairs. Hie discussion 
was focused upon military and security aid and included 
complexity of the program, earmarking, financing methods, 
constraints, funding base rights under DOD, and simplifying 
legislation.

8/4/88 Members met with James Grant, Executive Director of UNICEF to 
discuss changes in U.S. development policy, overcoming worst 
aspects of poverty, child health and population improvements, 
restoration of growth, and more world involvement (China, 
Japan, Europe) in development. Also discussed were: 
declining resources, debt, objectives in terms of global 
goals, environmental implications, and organizational 
structure.

8/9/88 Members met with Stephen and Douglas Hellinger, coauthors of 
"Aid for Just Development", and associate Atherton Martin. 
The Hellingers presented recommendations for redirecting and 
restructuring the U.S. foreign assistance program. They 
described a "development gap" wherein the poor know their 
needs and have the capacity to develop themselves but are 
seldom consulted and often ignored. Discussed also were 
proposals for separate funding for PVOs; independent 
development foundations; an autonomous AID; cause of Third 
World instability; separation of political and security 
assistance from development aid; decentralization; and 
Dultiyear, untied, flexible funding.

9/16/88 Members met to discuss the progress of the Task Force and to 
provide feedback on issues and problems identified thus far. 
Many items were discussed including: better coordination, 
discretionary budget, the Africa program as a guide, funding 
flexibility, executive and congressional relationships, 
accountability, barnacles, a subcommittee on oversight,



interface with the Appropriations Subcommittee on Foreign 
Operations, committee jurisdiction, trade barriers, and IMF 
conditional ity.

9/12/88 Members met with Cyrus Vance, fonaer Secretary of State. 
Subjects discussed included: balance between multilateral 
and bilateral aid, balance between economic and security aid, 
country and U.S. agencies coordination, program management, 
base rights.

In addition, a number of Committee Members have provided very useful 
written input to the task force in response to invitations from Chairman 
Fascell and Ranking Minority Member Bill Broomfield.

3» Products Produced by the Task Force

2/5/88 Basic information on existing foreign aid goals, objectives, 
and delivery systems.

2/22/88 Press release: "Committee Launches Major Review of Nation's 
Foreign Aid Program"

2/23/88 Preliminary compilation of "unfinished staff thoughts" on 
major problems

3/25/88 Memorandum to Members of the Committee with:

—Paper describing "Approach for Review of Foreign Aid"

—A compilation of "unfinished staff thoughts" 

4/88 Talking points and questions on foreign aid

6/9/88 Preliminary staff paper on "Military Assistance: Problems 
and Prospects"

6/21/88 Proposed questions related to U.S. security assistance 
programs.

6/30/88 Memorandum to Members of the Committee containing:

—Results of panel/Member discussions, studies underway, 
meetings and interviews.

—Summaries of correspondence and papers received from people 
in response to the May 23, 1988 letter asking for ideas and 
input on foreign assistance. (9 summaries)

7/20/88 Memorandum to Members of the Committee containing:

—Staff summaries of papers submitted in response to foreign 
aid inquiry letter. (26 summaries)



8/3/88 Memorandum to Members of the Committee containing:

—Interim staff report (7/26/88) on regarding economic 
assistance.

—Staff summaries of papers submitted in response to foreign 
aid inquiry letter (8 summaries).

—GAD letter (8/1/88) describing key economic aid issues and 
problems.

9/12/88 Memorandum to Members of Committee containing:

—Staff paper presenting issues and options for development 
assistance and the economic support fund.

—Staff paper presenting issues and options for security 
assistance.

—Staff summary of Members' meeting with Stephen and Douglas 
Hellinger, coauthors of "Aid for Just Development".

9-14-88 Remarks of the Ron. Lee H. Hamilton on the activities of the 
Task Force, presented at a conference of the Board for 
International Food and Agricultural Development.

12-7-88 Remarks of the Hon. Lee H. Hamilton on the activities of the 
Task Force, presented to the Board of the Overseas 
Development Council.

12-8-88 Remarks of the Hon. Lee B. Hamilton on the activities of the 
Task Force relating to security assistance, and presented to 
the American League for Exports and Security Assistance, Inc.

01-89 Various inputs to a handbook on foreign aid, provided to the 
Members of the Committee.

4. Meetings and Exchanges With U.S. Government Officials on Bcoooaic 
Assistance

During the past year staff of the Task Force has held over 40 meetings 
with a broad cross-section of AID officials. These meetings ranged from 
discussions and exchanges with present and former AID Administrators, 
Assistant and Deputy Assistant AID Administrators, Office Directors, 
Mission Directors and Deputy Mission Directors, Counselors, the Inspector 
General and his staff, and other AID officials and staff.



These are some of the issues and subject natters discussed;
— Cooperation with House Foreign Affairs Committee Task Force review 

efforts;
— Foreign Aid barnacles in the legislation and administrative 

directories;
— Foreign Aid problems and issues as seen by various AID officials 

and the AID/IG and his staff;
— AID'S Task Force effort looking into foreign aid present, past, 

and future;
— Field programs operations, including planning, implementing and 

evaluation;
— Appropriate levels of accountability;
— Policy formulation and decision making;
— Country program content and performance;
— Management of procurement, personnel and contracting;
— Staffing of AID Missions and other offices overseas and in 

Washington;
— Operating expense budgeting and utilization;
— Generation and use of local currency;
— Cooperation and coordination with other U.S. agencies and other 

donors.
The Task Force also met several times with officials of the Depart»*ent 

of State, the National Security Council, and Office of Management and 
Budget to discuss similar foreign problems and issues. These discussions 
centered on U.S. Government decisionmaking and policy setting mechanisms 
and procedures with respect to levels, mixes, and allocations of U.S. 
foreign aid.

5. Meetings and Exchanges with individuals and Groups in the Development 
Comnunlty

From the beginning of its activities and continuing to the present 
time, staff of the Task Force has been meeting with a wide cross-section of 
people from non-government organizations that are concerned about and 
participate in U.S. foreign aid. These include people from academia, 
social and educational organizations, private and voluntary organizations, 
consultants and contractors, and authors.

The Task Force has received valuable input from these sources in the 
form of timely books, papers, studies, and other publications; and equally 
important, in the form of candid and open discussions of foreign aid issues 
and problems. Some of the products and inputs from this group are listed 
and discussed elsewhere in this report.

The Task Force is especially appreciative of the voluntary "pro bono" 
contributions of these people and their organizations to the review.

The closest to any one theme from the multitude of meetings and papers 
is the general proposition that it is time to reconsider the present 
structure of foreign aid, both legislatively and administratively.



The following briefly illustrate the range of issues addressed: 
objectives and rationale for foreign aid; U.S. Government decisionoaking 
process and organizational structure; accountability and coordination; 
levels and nixes of aid; use of nongovernment organisations in planning and 
delivery of assistance; role of food aid in development; accountability of 
resources; program and project priorities; the environment and national 
resource management; and new legislative proposals,

6. Meetings and Exchanges with Agency Officials and Others on Military 
and Security Assistance

Members of the Committee participated in two meetings on June 22, 
1988 and July 27, 1988, at which important military and security issues 
were discussed. (See item number 3.) During the course of the year, the 
security assistance staff held some 20 meetings with representatives from:

a) The Department of State's Bureau for Politico-Military Affairs, 
Office of Munitions Control

b) The Department of Defense:
—Office of the Secretary of Defense, international Security Affairs;
—Office of the Secretary of Defense, International Security Policy;
—Office of the Joint Chiefs of Staff;
—Office of the Defense Security Assistance Agency;

c) The National Security Council

d) The Office of Management and Budget

e) The American League for Exports and Security Assistance

f) The private sector and academia

A broad range of ideas, issues and prospective solutions for 
problems in the current military aid programs was discussed at these 
meetings. Subjects included: separation of military aid and sales 
authorities; earmarking; program priorities; program goals and objectives; 
jurisdictions! control;; base rights and access agreements; alternative 
financing; accountability; transition from aid to sales relationships; and 
police training. An issues and options paper developed by the Task Force 
discusses these and other subjects and offers a number of recommendations 
for legislative and administrative changes.

7. Task Force Letters to Individuals and Organizations Requesting input and 
Analyses of Responses

Beginning in February I960, the Task Force began receiving input to 
its study from a variety of individuals, groups, and agency officials. On 
May 23, 1988, the task force sent letters to over 200 people and 
organizations asking for their ideas and input on foreign assistance. 
Comments were invited on the direction and organizational structure of the 
U.S. foreign assistance program, the role of Congress, appropriate 
objectives, allocation of resources, coordination, accountability, and
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constituency for foreign aid. Over 50 substantive responses were received, 
for example, from former cabinet members and administration officials, 
international organizations, private and voluntary organizations, 
university leaders, and development assistance groups. Summaries of these 
responses were prepared by the staff of the Task Force and periodically 
sent to HFAC Members.

For the most part, the responses were wide-ranging and diverse, yet 
full of substance and thoughtful ness. More importantly, they seemed to be 
candid and forthright. For example, respondents urged recognition of (1) 
the growing interdependence of the U.S. with the rest of the world 1n terms 
of trade, debt, finance and the environment, and (2) the interdependency of 
U.S. security, political, economic, and development Interests in Individual 
countries. Some called for Increased levels of aid to promote economic 
growth and strengthen security; others suggested that a better job could be 
done of applying and leveraging existing resource levels, using U.S. 
credibility, Influence, and comparative advantages to guide collaborative 
efforts. With respect to the role of Congress, suggestions Included the 
need to promote a better partnership with the Executive Branch, resist 
protectionist lobbying, educate the public as to the benefits of foreign 
aid, and concentrate more on broad policy direction and less on short term 
prescriptions.

Although a single theme was not easily Identifiable, several 
notable and experienced respondents appeared to be of like minds in 
commenting on a number of issues. Among such comments were suggestions to:

—establish fewer but clearer goals and objectives emphasizing poverty 
alleviation, sustained economic growth, and environmental 
protection.

—separate development assistance from political and military aid.

—establish a cabinet'committee, or a high level State Department or 
White House position, to direct and coordinate foreign aid policy 
and programs.

i
—eliminate or minimize earmarks, restrictions, conditions, and 

reporting requirements.

—channel development aid through a public foundation.

—reduce bureaucratic paperwork, planning, internal documentation.

— simplify complex procurement procedures, and voluminous budget 
justifications.



8. Products Produced at the Request of the Task Force

A. Bjr the General Accounting Office and the Inspectors General

The Task Force requested selected Inspectors General and the General 
Accounting Office to identify issues and problems affecting U.S. foreign 
economic and military assistance programs. GAO was also asked to summarize 
and analyze its past work in the foreign assistance area. This section 
lists and briefly describes the responses received by the Task Force. The 
Task Force staff also met several times with the AID Inspector General and 
GAO representatives to discuss foreign aid issues and problems and possible 
solutions. Currently , GAO is looking into the procurement process at AID, 
including the effects of the Federal Procurement Regulations and other 
requirements on the implementation of programs overseas.

* GAO identified a number of key issues and problems affecting 
U.S. foreign economic aid programs.

1. Strengthening management and administration of AID 
Problems are in the areas of financial management, 

contracting, project management, recipient support, loan 
management, congressional notification process, and other 

/ j management Issues.

2. Improving accountability and controls 
I. Problems with cash transfer controls, local currency

generation and use, DA project monitoring and implementation.

3. Better policy direction needed
i The maze of policy objectives, restrictions and requirements

in the FAA do not provide clear legislative direction. Other 
problems in the policy area include: criteria for allocating 
aid, bilateral versus multilateral aid, international debt, 
food aid objectives, coordination, and international 
narcotics control.

GAO identified Issues that affect the security assistance 
area. These Include:

—controls over third-country sales of coproduction Items
—the use of FMS credits for military trade offsets
—munitions export licensing
—the recovery of nonrecurring costs .. ••
—the source of funding for base access agreements
—control of commercial contracts funded with FMS credits

* GAO response to Hon. Lee H. Hamilton. A summary and analysis 
of past GAO work covering development assistance, ESF, food 
aid, military assistance, and multilateral aid. Problems 
identified:
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—failure of recipient governments to provide agreed 
counterpart funding;

—difficulties in using aid to achieve economic development 
and policy reforms goals;

—insufficient accountability and control over cash transfers 
and local currency programs;

—erosion of U.S. aid effects by the debt problem;

—-unworkable development programs In narcotics-producing 
countries;

—profound economic and social Impact of AIDS in developing 
countries;

—AID continuing problems 1n financial management, 
contracting, budgeting, planning, and monitoring;

—numerous objectives, conditions, restrictions, earmarking, 
and reporting requirements in the legislation;

Suggestions include: structuring U.S. aid In line with 
recipient country capabilities; developing budget strategies 
that minimize the pipeline problem; exploring alternatives to 
functional accounts; streamline reprogranming requirements; 
decreasing number of countries; concentrating aid resources 
and personnel on key countries; developing overall debt 
relief policy. In the multilateral aid area, there is a need 
to strengthen U.S. participation and the evaluation and 
inspection systems.

* DOD Inspector General identification of problems in the 
Security Assistance Program relating primarily to accounting, 
pricing and administrative funding. (Request of Feb. 16, 
1988)

* AID Inspector General Identification and analysis of major 
problems found In foreign aid program. These Include: local 
currency; ownership, accounting for cash transfers, diffusion 
of AID programs, administration of centrally funded programs, 
control of pipeline obligations, cost sharing with recipient



countries, food aid as a development tool* financial 
management capabilities and practices, enforcement for 
conditions precedent, use of U.S. universities, and host 
country contracting. (Request of Feb. 16, 1988)

* USDA Inspector General response to request of Feb. 23, 1988, 
noting that various food aid programs are fragmented and not 
always clearly defined.

Foreign Economic Assistance Issues

A GAO report, November 1988 (GAO/OCG-89-23-TR)

This summary report discusses key Issues relating to AID'S 
foreign economic assistance programs. It cites the wide range of 
objectives 1n the Foreign Assistance Act that creates confusion, 
contributes to a lack of consensus between Congress and the executive 
branch, and reduces accountability.

The report questions: (1) AID'S capacity to effectively 
manage some 2000 projects In more than 70 countries, (2) the 
Increasing reliance on contractors and host country nationals .j 
carry out programs, (3) recipient governments' failure to provide 
agreed upon funding to help finance and maintain projects, and (4) 
AID's multi-billion dollar pipeline of undlsbursed funds. 
Accountability problems Include: the misuse and diversion of funds, 
difficulty 1n accounting for ESF cash transfers, and Inadequate 
controls over local currency generation and use.

GAO proposes that AID focus programs on more manageable units 
by reducing the number of overseas missions, and concentrate 
resources and personnel on key countries and on fewer, larger 
projects.

Donor Approaches to Development Assistance: Implications for the 
Um'ted""States

A GAO report dated May 4, 1983 (GAO/ID 83-23)

This report compares the U.S. development assistance approach 
with those of five major Western nations — Canada, France, Sweden, 
United Kingdom, and West Germany. It discusses how these approaches 
might affect the programs administered by AID and some of the 
dilemmas and trade-offs of each approach.
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B. B^ the Congressional Research Service of the Library of Congress

Required Reports to Congress on Foreign Policy

This committee print updates a 1973 report. It examines the 
foreign affairs reporting requirement system and assesses reports being 
filed in these areas: national security; foreign assistance; 
international organizations and global issues; regional and Department 
of State and USIA operations. Reporting requirements have increased 
from 200 in 1973 to more than 70C in 1988. Assessments made of 383 of 
these reports showed that 142 of them were fulfilled, expired, or of 
questionable utility.

Foreign Assistance Policy Studies: A Review of Major Reports 
and Recommendations ~~

This committee print provides a broad examination of 33 major 
foreign aid studies made during the 1980s. The CRS review identifies 
common themes and issues. These included:

—Levels of foreign assistance. Most studies concluded that 
more aid resources are required. A few called for a 
reduction in levels of aid.

—Foreign aid programming and organization reform. A common 
conclusion was the need to maintain maximum flexibility in 
programming and administering U.S. economic and military 
assistance. Several calls were made to streamline project 
design and implementation procedures for development aid, 
remove growing legislative and administrative requirements, 
and better integration of economic and military aid programs. 
Nearly all authors agreed that donor coordination must be 
improved.

—Role of private sector. More than a third of the reports 
gave some attention to the private sector. They generally 
recommend more support for programs that promote private 
sector development.

—Policy dialogue and reform. Several studies cite LDC 
economic and sociaT~pol1cies as subjects for change because 
of the negative impact they may have on the development 
process. Donor countries should seek to influence changes 
in, or adoptions of policies that are likely to achieve 
economic growth. Policy dialogue has long been a function of 
U.S. aid programs. The need for policy reform is being 
recognized more, along with the need to help LDCs develop 
their capacities to carry out reforms — not necessarily by 
conditioning aid payments on policy reforms. •
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—Poverty focus and rural development. A number of reports 
assert that the emphasis of all development activities should 
be on programs benefiting the very poor. Few concrete 
proposals for doing this were put forth. In essence, the 
basic human needs policy adopted in the early 1970s embodies 
this principle. As a consequence, much of U.S. development 
aid h«*.s gone into the agriculture sector which many analysts 
agree has become a U.S. specialty, unmatched by other donors, 
and due principally to the expertise of U.S. universities, 
cooperative organizations, and the agribusiness community.

—Trade and finance. Three themes emerged from the studies 
on trade and finance Issues: (l)encourage developed country 
investment in the LDCs, (2) resolve the debt crises, (3) give 
more attention to the value of trade to LDC growth and 
development. Implementation of the "Baker Plan" for 
addressing the debt crisis has been siow because banks appear 
reluctant to expand credit to debtor nations ($9 billion from 
development banks and $20 billion from commercial banks, over 
three years) as called for by the plan.

Four other Issues that received considerable attention 1n the 
studies and continue to generate Increasing debate within the foreign aid 
community are: Aid for:

—Sub-Saharan Africa
—Central American aid
—Women-1 n-devel opmen t
—The environment

CRS Country Studies

These six studies covered surveys of U.S. aid programs In 
Bangladesh, Kenya, Morocco* Peru, Senegal, and Thailand. They 
supplement a number of other country studies that CRS had already 
prepared. Together they provide a valuable base of Information and 
issues regarding U.S. foreign assistance activities and programs from 
which representative countries could be selected for possible study 
missions by the Foreign Aid Task Force.

Foreign Aid Handbook

This Is a continuing compilation of key material on the U.S. 
foreign aid programs put together by CRS with Input from AID, other 
agencies, and the Task Force staff. It Includes an overview of foreign 
aid programs, trends and characteristics, major programs and agencies, 
executive and congressional organization and jurisdictions, and other 
material.
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( Foreign Assistance Reporting Requirements
(to be published as a committee print)

This CRS study of almost 300 reporting requirements relating to 
foreign assistance supplements the August 1, 1933 committee print 
entitled M Required Reports to Congress on Foreign Affairs." As 
requested by the Task Force, CRS focused on foreign assistance reporting 
requirements. CRS suggests that the 288 reports in this area could be 
reduced to about 150 by consolidating similar reports, repealing 

. unnecessary or low-Interest requirements, and removing fulfilled or 
out-of-date provisions from the legislation.

C. Bjr Other Agencies

Department of Defense listing of statutory "barnacles" or 
restrictions with respect to security assistance.

Agency for International Development analysis of limitations 
on the use of economic assistance funds (AID "barnacles"). 
AID assessments of barnacles are divided as follows:

—Delete: those which should be removed from authorization 
legislation or discontinued In annual appropriations 

/ legislation;

/ —Modify; a number of these analyses provide specific 
v. suggestions for language modifications;

—Unnecessary; those which could easily be removed because 
they reflect internal policy or are essentially obsolete; 

; *
—Other: those causing no particular problem to date, those 
which because of constituency are unlikely to be removed - 
problem or not; non AID Issues.

9. Task Force Participation at Public Meetings and Conferences
Members of the staff of the Task Force participated in 
several preliminary conferences and in the final, May 1988 
Michigan State University conference on New Challenges, New 
Opportunities: U.S. Cooperation for International Growth 
and Development 1n the 1990's.

Task Force staff have participated In and spoken at a 
number of conferences of nongovernment Institutions and 
private and voluntary organizations with respect to 
foreign aid Issues such as mixes and levels of assistance, 
delivery mechanisms, target groups, and U.S. government 
organizational structure.

- 13 -



I. REQUESTED BY THE TASK FORCE

1. U.S. Development Cooperation and the Third World; Issues and 
Options for the l390s. by the~flverseas Development "Council. 
NovemberTT 1988

As the United States prepares to enter the last decade of the twentieth 
century, it faces a policy environment unprecedented in postwar history. 
The U.S. economy is still the world's largest and wealthiest, but the 
heightened interdependence of the international system has eroded the 
ability of the United States to unilaterally dictate its interests. Near- 
tern choices are highly constrained both due to the success of U.S. and 
European policies to foster global economic growth and progress, and due 
to the United States' own economic mismanagement. But contrary to much of 
the current discussion in this country, the 1990s will offer opportuni­ 
ties to promote U.S. interests in growth and progress in the developing 
countries — to the benefit of both sides.

This changing environment has significant implications for U.S. 
foreign aid programs. The current amalgam of programs no longer responds 
to vitally important but changed O.S. interests in the Third World. The 
U.S. development cooperation program urgently needs a renewed sense of 
purpose and coherence in the decade ahead that will enable it to promote 
U.S. interests both in the middle-income countries — the current locus 
of American economic interests — and in the poorer countries, which 
remain the core of the world's development challenge.[1]

The United States has interests in the developing world that are 
multiple, complex, overlapping, and often conflicting. Policies to 
further these interests need to take account of a rapidly changing policy 
environment with implications for the redesign of U.S. development 
cooperation programs. Some of the key changes in the 1990s include:

1. The Third World is now increasingly differentiated and faces 
gloomy economic prospects (Asia excepted) in the decade ahead. Prom 1950 
to 1980, the developing countries compiled a spectacular record of 
economic growth. But while the newly industrialized countries, and a 
number of other middle-income countries succeeded in enhancing their 
status in the international economy, the low-income countries — 
concentrated in Sub-Saharan Africa and South Asia — remain producers of 
primary commodities and are heavily dependent on flows of concessionary 
resources.

2. Financial flows to the developing countries sky rocketed to $147 
billion in the five years prior to 1982, with private transfers 
dominating official f..nance. Since 1983, however, net transfers have 
turned negative by $85 billion. The debt burden continues to be a key 
obstacle to developing-country growth. In the highly indebted developing 
countries, the ratio of debt to GNP climbed from 32 per cent in 1982 to



56 per cent in 1987. Low-income Africa's situation is even more 
desperate, with a debt-GNP ratio in 1987 of a crippling 76 per cent.

3. The sharp decline in conroodity prices during the 1980s is likely 
to continue through the remainder of this century, with severe negative 
consequences for many of the poorer developing countries. Nearly one- 
fifth of all developing countries are dependent on one or two raw 
materials for over half their export earnings, and most of these 
countries are very poor.

4. There is a wave of political and economic liberalization sweeping 
through the Third World; these trends are fragile, however, and will 
wither unless supported from the outside. In Latin America, there has 
been a swing away from military regimes toward democratically elected 
governments. In Africa, the recognition that economic liberalization and 
privatization are part of the answer to the continent's development 
crisis is widespread, and reforms are being put into place. In Asia, 
people are struggling to protect and strengthen democratic values. But, 
political and economic liberalization in many developing countries are 
threatened by the harsh international environment.

5. U.S. aid flows are a declining proportion of global development 
assistance. The number of public and private donors on the international 
scene has multiplied, total aid flows have increased, and the United 
States is no longer the major actor in the field. The Onited states now 
ranks next to last araong all OECD countries as a donor of official aid as 
a percentage of GNP. Japan, which is fast becoming the world's largest 
donor of development assistance, already transfers 0.31 of its GNP to the 
Third World, surpassing the U.S. effort at 0.20 per cent of GNP.

6. New Soviet attitudes toward the developing countries may reduce 
threats toJUoerican interests and open diplomatic opportunities for 
reducing tensions. The Gorbachev "revolution," with its emphasis on 
economic restructuring and openness to the West, has cast the evolving 
U.S.-Soviet relationship in a more hopeful, but still unpredictable, 
light. The ongoing withdrawal of Soviet troops from Afghanistan and the 
Soviet willingness to discuss regional conflicts are hopeful signs that 
the overwhelming concern on both sides with East-West confrontation in 
the developing world could diminish.

7. A "global agenda" of old and new interrelated problems — 
poverty, environmental sustainability, rapid population growth, AIDS t and 
drugs — has emerged to join growth, debt, and adjustment as central 
issues in North-South relations^ This "global agenda," with its global 
repercussions, should set the agenda for the U.S. aid program in the 
1990s.

8. Both developed artd developing countries are on the threshold of a 
series of changes in industrial organization and technology that rival in 
magnitude the introduction of the steam engine and the discovery of 
ej-ectricity. These technological developments are contributing to 
fundamental shifts in relations between the United states and the 
developing countries. While this "Third industrial Revolution" has the 
potential for reestablishing U.S. economic supremacy, it also threatens
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to increase the gap between industrial and developing countries unless 
these developments are understood and anticipated by policymakers.

Triplications for the United States Aid Program;

* Forecasts for the period 1987-1995 predict that developing country 
growth will remain restrained. But sustained and rapid economic growth in 
the Third World, particularly in the middle-income developing countries, 
is a key element in reducing the D.S. trade deficit without inducing a 
global recession.

* U.S. development cooperation should seek to stimulate the flow of 
resources needed to resume growth in the developing countries. At the 
sane time, the developed economies must fight protectionist impulses.

* The industrial world can bolster Third World trends toward economic and 
political liberalization by ensuring that adequate financial flows reach 
developing countries so that the debt burden and the adjustment programs 
needed to restore balance to these economies do not threaten political 
and economic openness.

* A "window of opportunity" in O.S.-Soviet relations may permit the 
United States to reassess its security interests in the Third World, and 
reallocate aid funds accordingly.

* Rising aid flows from other donors and the relative decline in O.S. 
development assistance means that the O.S. development policy should 
emphasize participation in the International Financial institutions — 
thereby leveraging large amounts of lending with snail amounts of cash — 
and place a premium on greater donor coordination.

* The United States is the logical candidate to spearhead the multi­ 
lateral effort to effectively deal with the nascent global agenda through 
renewed leadership in the international organizations.

* Aid programs need to focus on assisting developing countries, particu­ 
larly the poorer ones, to strengthen their national capacity to develop 
and utilize new technologies for their own benefit.
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2. The Bilaeral Aid Programs of Other Donor Countries, by the 
Overseas Development CouncTT. January, 1989,

At the outset, 1t must be emphasized that fundamental differences In systems of 
government make International comparisons of aid policies and Implementation 
difficult, and have somewhat 11m1 ted utility as models for the United States. 
Congress exerts much more Influence on the'political dec1s1onmak1ng process, 
especially the selection of recipient countries and the fixing of country or 
multilateral aid levels, than the corresponding Institutions 1n other donor 
countries. Moreover, In the parliamentary systems 1n which there 1s.no separa­ 
tion of legislative and executive powers, the conflict that exists between the 
administration and Congress, Is unknown. Nonetheless, an examination of the aid 
programs of other donor countries can provide U.S. observers with valuable 
lessons on past successes and failures that have Important Implications for 
future directions.

. •

In Canada, the Netherlands, Sweden, and, to a somewhat lesser degree, 1n 
the Federal Republic of Germany (FRG), the national aid programs enjoy widespread 
support by parliaments and governments. Although Important areas of disagreement 
do exist related to aid objectives, strategies or recipients, these pale In 
significance to the conflicts that plague the U.S. program. All of the major 
political parties 1n these countries agree (at least 1n general terms) on the 
need for a national aid program, the objectives of the program, and current 
funding levels and targets.

Development cooperation 1n the Netherlands, Sweden, and Canada also enjoys 
widespread public support and those governments are acknowledged to be among the 
most committed to and effective in development education. In the FRG, and to an 
even greater extent In the United Kingdom (UK), public support for aid Is 
lackluster and the government plays a minimal educational role on these Issues.

The more enthusiastic public perceptions of and support for efforts to 
assist 1n Third World development are significantly Influenced 1n the Netherlands 
and Sweden by cultural and historical characteristics vastly different from 
those of the United States. Canada's very successful experience, however, does 
offer some useful guidelines for the United States, Including a commitment to 
development objectives (as opposed to political or commercial Interests) with 
which the public 1s In agreement, the need for significant financial commitment 
to public education on the Issues, senior political leadership, and extensive 
networking through the private sector. (It Is worth noting that the Canadian 
government's role 1n development education Is under review; the quality of 
government-funded programs varies widely and too little effort may have gone 
Into program evaluation.)

Compared to the United States, the Netherlands, Sweden, Canada, and the FRG, 
all devote substantially higher shares of their gross national product to offi­ 
cial development assistance (ODA). The UK trails these four countries 1n aid 
performance, although even at 0.28 per cent of GNP, the UK's ODA effort 1s 
slightly higher than that of the United States.
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{ US AID 1s guided by literally dozens of purposes and objectives laid down by 
successive Congresses and Administrations. In contrast, Canada recently adopted 
an charter which sets out four basic principles for their official aid program: 
helping the poorest countries and people; promoting self-reliance; development 
priorities must prevail in the aid program; and .strengthening the partnership 
betweerr the people and Institutions of Canada and those of the Third World. The 
programs of Sweden and the Netherlands are also guided by a very few general 
objectives that have been the agreed upon basis of their programs for, respec­ 
tively, 26 and 15 years.

As 1n the United States, the aid programs of Canada, the FRG, the Netherlands, 
Sweden, and the UK respond to some mixture of commercial, political/strategic, 
and developmental concerns. In contrast to the United States, however, where 
the debate over U.S. aid objectives tends to focus on political/strategic versus 
development goals, the greater policy debate over aid objectives 1n these five 
countries concerns the weight ?1ven to commercial versus development Interests. 
Where large proportions of aid funds are allocated on political grounds (for 
example, the UK's emphasis on Commonwealth countries), a significant degree of 
national concensus about these objectives has resulted 1n relatively little debate.

There are significant differences between these five countries and the 
United States 1n the country allocation of aid funds. The FRG focuses the largest 

• share of Us ODA on Sub-Saharan Africa (63 per cent), and Canada, Sweden, the 
( Netherlands, and the UK also target substantially more to this region and to South 

Asia than the United States, emd far less to the Middle East and North Africa.

For all five of the countries examined, the promotion of national commer­ 
cial Interests 1s of Importance to the aid program although the weight given to 
these Interests vary widely, as Indicated by factors such as the allocation of 
aid among countries, the types of projects selected, the terms of aid, and the 
exlstance of other special programs. For example, all five allocate much larger 
shares of their bilateral aid to capital goods for economic Infrastructure and 
to productive Investment (particularly In Industry, mining and construction) 
than the United States, and much smaller shares to program assistance. But the 
five devote less to these funds of capital Intensive projects than some other 
major bilateral donors, Including Austria, Finland, Norway, and Japan.

Sweden and Germany provide more of their aid on an untied basis than any 
other DAC donor, and the Netherlands also ties a relatively small share of Its 
aid. At the other end of the spectrum, the United Kingdom ties the largest share 
of Us aid program among all DAC donors. Canada had very restrictive tied aid 
policies, but recent changes have considerably softened these terns.

Canada, Sweden, the Netherlands, the FRG, and the UK all have programs to 
promote direct foreign Investment 1n developing countries. Only Canada, as the 
United States, does not provide equity capital. The UK's Commonwealth 
Development Corporation is unique among these agencies due to Its strong over­ 
seas presence 1n 18 regional or country offices.

All five of the countries have some kind of program which uses aid funds 
to promote their national exports. Among the most aggressive and controversial 
1s the United Kingdom's Aid and Trade Provision (ATP), which provides both mixed
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(• credits and soft loans subsidized by official development assistance and 
currently claims about 16 per cent of the UK's bilateral aid budget.

As 1n the United States, overall responsibility for aid pollcymaklng falls 
within the jurisdiction of the ministry of foreign affairs 1n the UK, Sweden, 
and Canada, with Independent agencies charged with Implementing bilateral pro­ 
jects and programs. However, while AID 1s a subordinate agency to the Department 
of State, the Canadian International Development Agency (CIOA), the Swedish 
International Development Agency, (SIDA), and the Overseas Development 
Administration (ODA) are quasi-autonomous departments which gives them more 
operational flexibility with respect to their foreign ministry.

In all of the countries, there 1s a minister for development cooperation, 
and 1n Canada, Germany, and the Netherlands this position 1s of cabinet rank. 
But only Germany has a separate ministry for aid.

Seve'ral points are worth noting with respect to the structure or respon­ 
sibilities of other donors' bilateral aid agencies:

* The Swedish, Dutch, Canadian, and German aid agencies have recently 
reorganized, as a result of changing assessments of national capacities, of 
changing needs 1n developing countries, and of a different global environment.

/ , * None of the five countries Intends to replicate AID'S widely admired 
'--' overseas presence, but some donors have made an effort to strengthen their

field capacity. For example, Canada Is 1n the process of decentralizing CIDA's
staff and declslonmaklng authority covering about one-half of Its activities.
Since 1985, the Netherlands has assigned sector specialists to the field to
bolster Us technical competence.

i' * The tension between functional and geographic structure exists 1n other 
countries. Recently the German and Swedish agencies both shifted from func­ 
tional to regional organizational structures.

* Discussions 1n the United States over AID'S role vis a* vis the multila­ 
teral development banks are mirrored 1n other countries; the Canadian aid agency 
has authority over the regional development banks, while the German ministry for 
aid has authority over all multilateral banks.

* Private voluntary organizations play a major role In delivering Canadian 
and Dutch official development assistance. Significant Involvement by the pri­ 
vate sector (both for-prof1t and non-profit) 1s deemed deslreable In both 
countries because it eases staffing restrictions, taps needed expertise, and 
helps to b,r<ld public support for development cooperation.

Several bilateral donors have specialized agencies of potential Interest to 
the U.S. observer:

* The FRG 1s unusual because 1t has two separate agencies to Implement, 
respectively, technical and financial aid. This structure has apparently worked 
to the Germans' satisfaction, but no other donor has sought to replicate 1t.
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* In Sweden, SIOA 1s responsible for the greater proportion of the bila­ 
teral program, which focuses on countries, generally low-Income, with which 
Sweden has established a long-term aid relationship. A separate agency Imple­ 
ments programs and projects 1n more advanced or creditworthy developing 
countries. This structure Is currently under review; changing circumstances 
within .Sweden and developing countries have caused the government to question 
the efficiency and effectiveness of two separate agencies, although Individually 
each agency 1s well-regarded.

* The UK's British Council promotes Britain abroad through culture, educa­ 
tion, and technical cooperation. Since the 1960s, the British Council has 
served as an Implementing agency for the Overseas Development Administration, 
carrying out technical cooperation programs, particularly 1n the field of educa­ 
tion. Among Us advantages as an aid provider, the Council Is legally Indepen­ 
dent from—although funded by—the government which Insulates Us activities 
from political concerns.

* Most donor agencies have departments of some kind specializing In 
development-related research promotion, but only Canada and Sweden have 
established widely respected separate agencies to pursue the scientific and 
technical research needs of developing countries.

•

For the most part, coordination of development cooperation or .aid policy 
with other foreign economic policies takes place within Interdepartmental com­ 
mittees formed to consider specific Issues, such as trade or debt policy. Two 
years ago, the Netherlands created a more formal structure. All Issues with a 
potential Impact on the relationship between the Netherlands and developing 
countries are referred to a ministerial sub-council for development cooperation, 
chaired by the Prime Minister.

The Netherlands also provides an Interesting example of how domestic agen­ 
cies' expertise can be tapped for development. Several of the Netherlands' 
ministries are expected to allocate some portion of their annual budget for 
development efforts, and all are required to allocate 5 per cent of their capa­ 
city for technical advisory services to the Netherlands' official aid agency.
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3. Engineering Services 1n U.S Foreign Assistance Program for the 
l$90s ~~—— — ——

Prepared at the request of the Task Force by the International 
Engineering Committee of the American Consulting Engineers 
Council.

The paper reviews the role of capital projects In the overall 
development history of U.S. foreign assistance. It argues that 
Infrastructure was a precondition to economic growth In developing 
countries. Capital projects constituted a relatively efficient way to 
transfer resources. The paper recognizes that many factors can 
undermine a successful capital project, such as Inappropriate price 
policy, poor technology choice and lack of Institutionalized 
maintenance regimes.

Ulth the exception of Egypt and Pakistan, A.I.D. has turned away 
from capital projects and Infrastructure (less th&n 3 percent) 
because, among other reasons, the U.S. cannot afford to do them and 
they do not benefit the poorest people. The paper rejects this 
argument, pointing out that other major donors devote considerable 
more of their resources to such projects. The paper states that 
capital projects have their place 1n a balanced development program. 
Moreover, the U.S. has a strong comparative advantage In design and 
engineering which would be effectively harnessed to benefit U.S. 
exports and better serve the needs of the countries we are assisting.

"For most countries, a valid mix of capital projects and related 
technical assistance and Basic Human Needs projects can readily be 
established," the paper states. For example, as Third World cities 
reach astounding proportions (501 by the year 2000) their needs for 
basic services such as waste and management, water supply and 
sanitation, pollution controls, and transportation networks, will far 
outstrip developing country capabilities. While foreign aid alone 
cannot finance this Infrastructure, 1t could finance the feasibility 
and design studies necessary to develop solutions.

The paper states that the Trade and Development Program works 
well because 1t Is relatively small and flexible. TOP funding should 
be raised from $25 million to at least $50 million over the next two 
or three years an given "no year funding" authority for more 
flexibility.

The paper contains other suggestions and recommendations 
regarding the engineering programs of the Ex-Im Bank, the 
establishment of trust funds and co-financing of multilateral 
development bank projects, and the placement of U.S. materials 1n
M)Bs.
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4. An Interim report on AID Planning and Reporting Requirements 
prepared by John T. fiarrTty.

This report, a pro bono, part-time effort, was directed at the 
question, "What would constitute a reasonable planning and reporting 
system between AID and the Congress?" Findings include:

—AID's planning and reporting system Is outdated and out of 
touch with changes that have been taking place In the world.

—The P&R system 1s process driven to the extent that "AID 1s 
doing business with Itself". The system responds mostly to 
administrative processes rather than management needs. AID and Hill 
staff seem to be always chasing projects and responding to detailed 
requirements.

—Potential benefits that could be derived from the experience of 
others Include, (a) reduction of riddle nanagement, (b) reduced 
preplanning and more end results orientation, (c) reduced reporting 
and routine reviews, and (d) more focus on critical Issues.

—Suggestions Included (a) establish controls above the project 
level, (b) delegate nore and focus on key Issues, (c* distinguish 
between humanitarian and strategic aid, and (d) execute bilateral aid 
through a USG sponsored foundation.

5. Foreign Aid; Problems and Issues Affecting Economic Assistance 
6AO report, December 30TT955

Issues

Some of the more prominent bilateral assistance Issues Identified are:

- Assistance projects are often undermined by the failure of 
recipient governments to provide agreed counterpart funding and 
recurrent cost financing.

- The United States has had significant difficulties In effectively 
using Economic Support Fund (ESF) assistance and food aid to 
achieve economic development and policy reform.

- The Impact of U.S. assistance Is eroded by the deteriorating 
International debt situation.

- Development assistance programs 1n narcotics-producing and
trafficking countries have not effectively contributed to narcotics 
reduction.

- Acquired Immune Deficiency syndrome may have profound economic and 
social Impacts on developing countries and nay Increase the demands 
for U.S. assistance.
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• Accountability and control over cash transfers and local currency 
programs are not sufficient to ensure that assistance Is used for 
Intended purposes. Also, adequate attention 1s not given to the 
financial management deficiencies of aid recipients.

The Agency for International Development (AID), which is the primary 
Implementing agency for U.S. economic assistance, has encountered 
significant management problems. Difficulties have been encountered 
In project and financial management, contracting and procurement, 
program budgeting, and monitoring. Management of critical programs 1s 
complicated by AID'-s decentralized operations In numerous developing 
countries, the large number of projects, and direct-hire staff 
limitations. The pipeline of obligated but undlsbursed funds, which 
has averaged several billion dollars In the 1980s, Is Indicative of 
AID'S problems In effectively delivering economic assistance.

AID and Department of State officials believe that the congressional 
oversight and budgeting process 1s also partially responsible for 
problems in bilateral assistance delivery. Two frequently Mentioned 
Issues are the earmarking of ESF, which can affect AID's ability to 
promote recipient policy reform, and the funding of development 
assistance by functional accounts, which can result In development 
priorities shaped by funding availability rather than development 
needs. An additional factor cited by AID Is the current re programming 
process which requires that AID justify to the Congress most changes 
in Us Congressional Presentation.

Hatters for Consideration

• Structure U.S. bilateral assistance according to the recipient's 
capability to support projects. Options Include emphasizing 
projects that lessen the administrative and financial burden on 
recipients, stressing alternatives to project assistance, and 
making new and continued project funding contingent on recipient 
compliance with counterpart and recurrent cost funding agreements.

• Strengthen efforts to encourage recipient economic policy reform by 
clarifying specific reform objectives, establishing 
tlmeframes/milestones for achieving stated reforms, and 
periodically assessing reform progress and Impact of U.S. 
assistance.

• Develop budget strategies to minimize the pipeline problem, 
consider alternatives to earmarking funds and to programming 
development assistance by functional accounts, and streamline 
reprogrammlng requirements.

• Focus AID programs on more manageable units by decreasing the total 
number of countries 1n which AID missions and field offices are 
located, concentrating AID resources and personnel on key countries 
and maintaining a limited In-country presence through'U.S. embassy 
staff 1n other nations, concentrating resources on fewer and/or 
larger projects, and setting a minimum funding level per project.

• Develop an overall debt relief policy that determines how much aid 
1s needed, the U.S. share, and the most appropriate mechanisms for 
delivery.

• Determine If AID should play a greater role 1n U.S. efforts to 
reduce narcotics production and, 1f so, what that role should be.
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Hatters on procedural, management, and operational changes in the 
bilateral program may be more easily addressed. Some examples Include 
(1) upgrading accountability and control requirements for local 
currency accounts; (2) developing a fully integrated AID financial
-management system that, among other things, provides more reliable and 
comprehensive data on program disbursements; (3) reexanining AID 
contracting and procurement practices to better ensure competition, 
cost control, and program effectiveness; and (4) developing a 
long-term assistance strategy to address the financial management 
deficiencies ef aid recipients. ' - -

In the multilateral assistance area, analysis indicates the need:

- for better management of U.S. participation in International 
organizations,

- to further strengthen Internal evaluation systems and the Joint 
Inspection Unit of the United Nations,

. •

- to further strengthen the Independent evaluation systems of the 
multilateral banks, and

- for a reliable U.S. policy for assessed payments to the United 
Nations.

II. Recent Co^rehensfve Studies

1. Summary of Aid for Just Development (1988), by Steve Hel linger, 
Doug HelUnger, and Fred O'Regan

The book argues for separating development assistance legislatively 
and bureaucratlcally from political and military assistance; for channeling 
development assistance through a publicly chartered foundation; for a 
responsive, participatory mode of implementation (I.e., for giving the 
Intended recipients (the poor) a major role In planning and Implementing 
development assistance).

Foreign Aid, General:

Those countries that followed the advice of Northern aid agencies 
and diverted agricultural resources to produce for export and to establish 
a modern Industrial base have seen the prices of their commodities plummet, 
Northern markets contract, the cost of capital-goods Imports steadily 
Increase, the price of Imported oil fluctuate dramatically, balance-of- 
payments problems intensify, and the cost of credit needed to cover these 
deficits only exacerbate them.

— Money is not a significant constraint on development. Third World 
agencies are overloaded with funds that they cannot effectively absorb and 
utilize.

Project success depends on local involvement. Participant 
control guarantees a number of factors crucial to success — local
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commitment to the long-term goals of tne project, an appropriate "fit" or 
adaptation of economic and technical Innovations, an appropriate 
(self-determined) distribution of economic and social benefits, a 
broad-based sharing of formal and informal project-related learning 
experiences, and reduced administrative costs through decentralization and 
local-level skill development.

AID has been moving away from projects and in the direction of 
using its influence at the macro level, and thereby is moving further from 
contact with local-level realities.

Development assistance should be separated from political and 
military assistance and channeled through a restructured AID that 1s an 
autonomous public corporation with a board of directors. As currently 
structured, AID is subject to U.S. foreign policy objectives, trade and 
Investment Interests, and a variety of special interests. Members of 
Congress could use the autonomy of AID as a basis for resisting the myriad 
of extraneous pressures brought to bear on them. Economic assistance 
provided for political/security reasons would be managed by the Department 
of State.

A government's efforts to narrow the wealth and income gaps 
between the rich and the poor should be the principal factor In determining 
the allocation of bilateral aid.

Aid should be available to Institutions in all countries, 
regardless of a country's Income level.

Aid should be freed from Buy-America requirements. Tied aid 
generates little in the way of permanent markets for the donor country.

Project vs Program assistance — Assistance should be provided as 
program aid on a multi-year basis to governments which have exhibited a 
commitment to a form of development that directly involves and benefits the 
poor. Where such governmental commitment 1s absent, aid should move as 
project assistance to appropriate Institutions.

AID, while more decentralized than other donor agencies, Is still 
top-heavy with personnel in Washington. AID is burdened with a set of 
Internal checks and reviews that produce a lengthy and cumbersome project 
cycle. AID Imposes upon Itself enormously complicated procedures which 
make it difficult for the field missions to be responsive to the poor. 
Projects are judged on criteria unrealistic In terms of implementation and 
are approved as long as they are well articulated and presented in the 
proper form. The length of the project-development process also leaves 
staff with little time at the end to observe the actual product of their 
efforts.

Functional accounts should be eliminated so AID missions can 
support activities truly relevant to the needs of each country.

A restructured AID would have one-to-three regional offices and 
country mission staff decentralized to facilitate contact with local 
communities and institutions.
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Full-time AID staff, rather than U.S. consultants, should assume 
the major responsibility for development assistance functions.

Congress has not effectively exercised Its oversight 
responsibilities. The Congress should enact a new Development Assistance 
Act, with a simple, short, unambiguous mandate. The Congress would 
exercise Its oversight function and receive notification and summaries of 
all projects, but It would not Involve itself in the review and approval of 
programs and projects.

An Asian and Pacific Development Foundation should be 
established, to join the Inter-American Foundation and the African 
Development Foundation.

Land-grant universities, consulting firms, many PVOs, and other 
special Interests linked legislatively and/or programmatlcally with our aid 
program have chosen to focus on their own more narrow concerns rather than 
challenge a development and aid paradigm that has failed to Involve and 
support the poor 1n their self-defined development endeavors.

Development criteria should be focus on the principles of equity, 
participation, sustalnabHUy, and self-reliance.

PVOs:

Are well placed, as a result of their work at the grassroots 
level overseas, to Inform the U.S. public, program officials, and 
policymakers of the realities of life at that level and the Impact of 
official assistance programs.

In 1984, some 2,200 Northern NGOs utilized approximately $4 
billion 1n assistance.

The work of PVOs 1s uneven. At their best, they are responsive 
to local needs and requirements. But they also can be removed from the 
poor, noncollaborat1ve,.and Imposing of Northern priorities and agendas 
rather than responsive to local communities.

As Increasing amounts of money for foreign assistance have been 
moved through PVOs, some PVOs have become less responsive and accountable 
to the poor, and less Independent of governments. AID's overfundlng of a 
number of groups have taxed their management capabilities, changed their 
Institutional style, and made them more bureaucratic and unresponsive.

The U.S. should establish a PVO foundation to make grants and 
loans to U.S. PVOs and local counterparts in accordance with strict 
criteria that stress the local Initiation of projects, the building of 
institutions, and the devolution of management to local control. A PVO 
should receive no more than 60S of Its funding from government. PVOs must 
include public education among their responsibilities.

World Bank:

Is 111-equiped in orientation, structure, and operations to
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support the types of projects, programs, policies, and organizations that 
truly involve and benefit the poor. Local participation has been absent in 
its mode of operation.

— The focus of the Bank's (and IMF's) structural adjustment efforts 
has not been the poor* but instead on agricultural pricing, Industrial 
policy, exchange rates, trade liberalization, export promotion, budgetary 
policy, cuts in public-sector investment, public-service user chargers, and 
financial and debt management.

— The head of the U.S. bilateral aid program should be the official 
link to the MDBs.

MOBs should: shift away from an export focus to emphasis on 
greater regional, national, and local economic diversification and 
self-reliance; elicit the views of affected marginalized populations; 
reduce the level of lending unHl the absorptive capacity of relevant and 
effective Institutions can be determined and expanded; redirect IDA funding 
from the poorest countries to poor people.

2. The Convergence o_f Interdependence and Self-Interest: 
"Reforms Needed jji U.S. Assistance'to~5ev?l op ing Countries

A review and recommendations by tic Phoenix Group; published by the 
V International Trade and Development Education Foundation, January 1989.

( The report's principal conclusions are:

— Current U.S. foreign assistance policies and programs are targets 
of widespread and continuing criticism. The world Is vastly changed 

• since the basic U.S. foreign aid law was enacted nearly three decades 
ago. Now, with a new Congress and Administration in Washington, 1s 
the time for serious review and reform.

— To be justified, U.S. foreign aid programs must be In the U.S. 
national Interest. This concept is logical and evident. Aid to 
developing countries does serve U.S. Interests. Improving their 
economies improves their value as trading partners. Aid targeted on 
their environmental concerns helps our environment. It 1s also a way 
to combat global pollution, reduce mass migration of people from one 
country to another and to help reduce global tensions.

— To be effective In an age of tight federal budgets, limited U.S. 
foreign aid funds should focus on key Third World problem areas and 
not be diffused by addressing so many objectives as Is now the case. 
U.S. bilateral assistance should concentrate on those programs in 
which the U.S. performs well — in training and education, technical 
assistance, research, Information and management, and policy 
guidance. Programs requiring large funds transfers should be left to 
international institutions.

— Major problems facing Third World countries are in the areas of 
debt, food security, natural resources management and the
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I
environment, energy, health and human welfare, population, management 
capabilities, and private enterprise development.

— The U.S. foreign aid administrative structure needs a major 
overhaul. Military assistance shoul be administered by the Defense 
Department and charged to the defense budget. 
Political/security-related assistance should be charged to and 
administered by the State Department. For development assistance, 
there should be a Presidential-level council assuring adherence to 
priorities and government-wide coordination. An AID-successor agency 
organized along problem-solving lines Is required for Third World 
problems, and most U.S. aid missions overseas must be replaced by 
problem-solving, results-oriented, binational task forces.

— To undertake serious reforms, Congress should scrap the 
obsolescent Foreign Assistance Act of 1961 and write a new law. To 
aid Implementation, policy direction and oversight, Congressional 
leaders should vote funds that are available until expended, using 
two-year aid appropriations bills. Congress should also link 
authorizing and appropriating legislation to Improve clarity and 
consistency 1n the law.

The report makes specific recommendations for U.S. aid In each 
area.

3. Foreign Aid and American Purpose

A publication cf the American Enterprise Institute, authored 
by Nicholas Eberstadt. December 1988.

The publication seeks to examine the consequences of 
development assistance and other eld policies. Questions addressed 
Include:

— Whether development a1u policies did not at times make Injurious 
practices and destructive policies feasible for governments that 
could not have sustained them without this source of financial 
assistance.

— Is prosperity a necessary condition for liberal democratic rule.

American foreign aid policies, which should be used to reinforce U.S. 
political, economic, and moral objectives, must have two purposes:

— First, to augment American political power throughout the world.

—Second, to support the postwar liberal International economic order that 
the US helped create and Is committed to preserving.

RECOMMENDATIONS:

HUMANITARIAN AID: U.S. policy should commit the United States 
unreservedly to the rescue of those whose lives are threatened by 
emergencies and disasters — Irrespective of their government's
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attitude toward the United States or "human rights" or any other 
consideration. The only condition on such aid Is that local 
governments not obstruct the efforts of outside agencies to act 1n 
the afflicted areas.

— Upgrade substantially the priority accorded emergency relief with 
U.S. foreign aid policy.
— Delineate and divfde more clearly the roles of government and 
nominally private voluntary organizations (PVOs).
— Improve the early warning system that nay alert countries to 
approaching famines and disasters.
— Pre-posltion emergency relief stocks and trim bureaucratic red 
tape* particularly requisitioning and payment procedures.

DEVELOPMENT AID: U.S. policy should focus on the task of encouraging 
self-sustaining economic growth. Assistance should be directed 
toward helping governments govern more productively, rather than 
redressing International poverty through unsustainable transnational 
budget transfers. Development aid should be guided by principles of 
entrepreneurshlp and comparative advantage: that is, of making the 
most productive use of scarce resources through key Interventions. A 
return to providing technical assistance will be necessary.

— Remove Institutional and legislative shackles Impairing 
effectiveness of U.S. development policies.

— Review U.S. contributions to UN development policies. Programs 
of the UN related organizations In the name of "development" are 
often hostile to a free and open International economy.

— Cut back "soft" development lending.

— Return the World Bank and other multilateral development banks to 
their original purpose, that is, serving as the main pillar of a free 
international economy.

— Reform P.L. 480 to focus more on emergency or famine relief 
rather than a commodity-disposal project subsidizing U.S. farmer.

— Encourage statistical competence in developing nations.

—- Increase technical assistance through U.S. universities.

— Expand competitive funding in support of technical Innovations 
for developing countries.

— Develop movable "policy hospitals" nade up of development 
specialists to educate rulers and decision-makers in developing 
countries about the economic consequences of chosen policies and 
alternative strategies.

— Help governments in developing countries make markets work.

—- Encourage U.S. allies to reform their development policies.
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Other Western nations must join 1n a commitment to the principles of 
the liberal international economic order and to the goal of 
self-sustaining economic progress.

SECURITY ASSISTANCE: Must be considered separately from humanitarian 
and development purposes not only because it purposes are different 
but also because different rules govern its effective application. 
The purpose of U.S. military and security aid is to apply American 
power internationally by strengthening the defensive capabilities of 
states in the American alliance structure and helping friendly 
nations quell Internal political or military disturbances. It 1s 
uncertain that long-term transfers of money for security purposes 
promote self-sustaining economic growth.

— Remove ESF from AID.

— Reduce the soft lending component and raise the direct grant 
portion within the mixture of American security assistance funds.

— Reform the legislation governing security assistance to remove 
restrictions on the ability of the U.S. government to conduct foreign 
policy.

(--'• 4. A Message to Congress on Sustainable Development In U.S. Foreign 
Assistance/ ^^^^B^^^-M^^—

National Audubon Society's Foreign Assistance Project, January, 1989. 

The report contains these conclusions:

— Today Me are faced with a series of complex and awesome 
challenges. Our quality of life and the future of the planet rests 
on the decisions we make now and in the 1990s.

We make this prediction based on projections of current trends. 
It 1s not a question of whether the climate will change, the 
atmosphere will deteriorate, nonrenewable resources will be 
exhausted, starvation will take place, or the quality of life for 
many will decline. Many of these changes have started already. All 
the Indications are present that we are wreaking havoc on our 
environment, and we are doing It at an extremely rapid rate.

— Fact. There are more than 5 billion people In the world. 
Projections Indicate another billion in.ten years. By 2030 there 
could be as many as 10.2 billion people or more. Most of these 
people will live In what we call "the developing world". Brazil will 
have more inhabitants than the United States. Nigeria's stabilized 
population will be larger that the whole continent of Africa today. 
India will be larger than China.

— Fact. Eigthy thousand square kilometers of tropical forests are 
^ converted to nonforest use annually, with one and one-half tiroes that
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much damaged each year. At current rates twelve percent of the 
remaining tropical forests will be gone by the ye>r 2000. Besides 
being unique* animals and wild plants from these forests form gene 
pools for agriculture and medicine. Twenty-five perceht of all 
pharmaceuticals come 'from tropical plants, and scientists have not 
even named five'out of six tropical plants* much less determined 
their potential uses.

— Fact. There are massive declines In food reserves and dally loss 
of arable land worldwide. Findings In a United Nations study on 
agriculture and world food supply Indicate that by the year 2000 more 
than half the total countries studied will be unable to feed their 
expected populations with traditional agricultural methods. High 
Input agriculture* on the other hand* 1s often unavailable or 
expensive. Pesticides and herbicides also can contaminate 
groundwater and destroy the natural resource base.

Audubon advocates a U.S. effort to use the foreign assistance 
program to promote ecologically sustalnable development. Key 
elements to this program Include an agricultural policy, that protects 
soil and drinking water, an Increase In support of U.S.* population 
policies* and the establishment of an energy* environment and natural 
resource program.

The report makes these recommendations: 

I. Rewrite the Foreign Assistance Act to:

• Make It more applicable to the current economic and environmental 
realities In developing countries.

- Emphasize ecologically sustalnable development with particular 
attention to agriculture, energy* environment and natural resources* 
and population.

• Focus the Foreign Assistance Act on those activities where the 
United States has a comparative advantage to help reduce the long 
11st of objectives In the Act.

- Develop technical partnerships with donor countries, multilateral 
Institutions, private donor foundations, and experts In developing 
countries.

- Create a line Item for energy, environment and natural resources so 
the planning and Implementation of these programs can be tracked.

• Reduce the number of bureaus and offices In the Agency for 
International Development by combining or collapsing them Into new or 
existing structures, wlilch have a technical emphasis.
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II. Focus the Foreign Assistance Act on ecologically sustalnable 
prog ruts In Agriculture, Energy. Environment and Natural Resources 
and Population.

A. Continue the shift 1n U.S. A.I.D.'s agriculture policy toward 
ecologically susta Triable methods.

• Establish an agriculture development program concentrating on: 
a) working directly with fanners, b) small-scale agriculture 
projects and c) policy dialogue.

• Adapt systems of technology transfer to local conditions.

• Focus the policy dialogue at the macro-economic level and give 
particular attention to the benefits and risks of biotechnology.

B. Establish an Energy, Environment and Natural Resource program.

• Use the new Foreign Assistance appropriations account for energy, 
environment and natural resources projects that (a) meet energy needs 
In ways that are ecologically sustalnable, with an emphasis on energy 
assistance to meet human needs while minimizing global warming; 
(b) conserve tropical ecosystems and biodiversity; and (c) encourage 
effective regulation and control of pesticides, with particular 
attention to protection of groundwater and drinking water supplies.

• Encourage cooperation and consultation of this program with other 
U.S. A.I.D. agriculture, population, and health programs.

• Assign appropriations and oversight of existing treaties that 
promote conservation of biodiversity to the Department of State's 
Bureau for Oceans and International Environmental and Scientific 
Programs/Ecology and Natural Resources (OES/ENR).

• Establish an Interagency Task Force on Implementation of existing 
biodiversity treaties with Department of State, Interior, Commerce, 
Agriculture, and Treasury, and U.S. A.I.D.

C. Reaffirm the United States commitment to assistance for 
population poTTcy and family planning seTvTces.

• Restore funding for multilateral population organizations such as 
the United Nations Fund for Population Activities and the 
International Planned Parenthood Federation.

• Remove all legislative restrictions which prevent the Agency for 
International Development from responding to developing country 
requests for population and family planning assistance.

• Encourage the recruitment of population officers for all high 
growth countries".

• Maintain and strengthen the technical focus provided by the Office 
of Population of the Agency for International Development by 
designating half of appropriated population funds for the central 
program.

• Improve the efficiency of population assistance through pilot
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projects, private sector Involvement, long-term sustalnability, local 
manufacture of contraceptives and contraceptive research.

• Continue support for data collection and research on the 
consequences and causes of rapid population growth, focusing 
activities on operational policies, and building developing country 
capacity to conduct population programs.

HI. Reorder priorities of foreign assistance appropriations (the 
150 account).

• Establish sustainable development as the U.S. policy theme in the 
1990s.

- Increase contributions to multilateral programs that promote 
ecologically sustainable development.

- Transfer a minimum of $600 nillion from military assistance to 
bilateral development assistance in agriculture, energy, environment 
and natural resources, and population.

5. New Challenges, New Opportunities: U.S.. Cooperation for 
International Growth and Development in the""l990s

Michigan State University; Center for Advanced Study of 
International Development; September 22, 1988

SUMMARY CONCLUSIONS OF THE PROJECT

"Cooperation for International Development," the largest and most 
comprehensive Inquiry ever launched to advise on future U.S. economic 
cooperation policies with the Third World, has involved over 100 
commissioned papers, 15 major symposia and a national conference. Dean 
Ralph Smuckler and his senior consultant Robert Berg summarize the 
results of the project as follows.

As the United States enters the 1990s, we also enter a time when 
the importance of the Third World to the United States and to the well 
being of the world at large 1s taking a more central place. More than 
any other nation In the world, the United States stands to gain from a 
global system which promotes broadly based growth, an effective attack 
on poverty, and an end to the degradation of the world's environment. 
The 1990s will be a time when the fruits of economic collaboration with 
the Third World will be immense.

A new Congress and a new Administration will present a real 
opportunity to act for our own Interests and the well being of a 
majority of mankind. A new global vision is called for. We urge three 
new American initiatives:

— To restore growth in Latin America and the Philippines and to 
assist the restoration of growth In Sub-Saharan Africa, a new approach 
1s needed on Third World debt. The approach must reduce debt burdens
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sufficiently to enable? Third World economies to resume normal financial 
relations and normal growth. The political leadership of the United 
States and a prominent role for the World Bank are necessary for any 
successful comprehensive approach.

— Because It 1s the right thing to do, the United States needs to 
relnvlgorate Its efforts to help accelerate growth and alleviate 
poverty 1n poor developing countries, particularly 1n Sub-Saharan 
Africa where the human prospects are dim without effective' 
International support.

— A new priority Is needed to address global environmental 
problems which couples domestic and International actions. Cumulative 
negative environmental trends present unprecedented challenges to 
mankind over the next two generations. Not only Bust development 
strategies be changed, but actions over and above romal plans are 
necessary on a scale which may well challenge conventional economics. 
Inter-state cooperation also will be necessary on an unprecedented ' 
scale.

Mutually beneficial growth will be aided by sensitive U.S. trade 
policies and by scientific and technical exchanges with the 
Increasingly capable Third World. Such relationships call for more 
mature and mutual modes of cooperation.

The U.S. also has a strong Interest In the spread of human and 
political rights In the Third World, and here our own abilities to 
foster economic and political pluralism are germane.

Our own economic and humanitarian Interests lead the U.S. to 
development cooperation relationships which, In the 1990s, are urged to 
emphasize four substantive areas:

Enhancing physical well-being through Improved health systems 
and population planning;

Working for sustalnatJe food supplies;
Developing environmental programs and policies which protect 

natural resources and assure better energy security by emphasizing 
renewable energy and energy conservation; and

Fostering sound urban development policies as urban areas 
have great challenges and opportunities for development In the years 
ahead.

There are four approaches to these substantive areas where the 
U.S. has particularly strong abilities and these are recommended as a 
basis for U.S. development cooperation: human resource development 
particularly at advanced levels; cooperation In science and technology; 
management capacity building; and strengthening the private sector.

Regardless of the exact substantive programs chosen, the range and 
complexity of country situations facing the U.S. calls for Improvements 
1n the conduct of U.S. economic cooperation with the Third World. 
Better coordination with other donors and within the U.S. Government 1s 
essential to make better use of scarce resources. Within the U.S.
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Government it 1s urged that coordination be facilitated by a special 
function within the White House. Continued, Indeed enhanced support of 
multilateral agencies also Is necessary because of their special 
abilities. It 1s In the U.S. Interests to Increase the effectiveness 
of these Institutions. Taking far more fundamental consideration of 
gender Issues will also improve the quality of economic cooperation 
policies and programs.

Organizing U.S. development cooperation requires an agency more 
attuned to a range of relationships needed, particularly to more mature 
programs of development cooperation. USAIO might be reconstituted as 
the Development Cooperation Agency. There is also room for a • 
foundation-like function to foster scientific and technologic research 
and cooperation.

All this calls for long-term relations and partnerships; for 
Congressional on broad lines; for management by highly expert 
personnel; for extensive work through Intermediary organizations and 
Institutions; and for new modes of cooperation.

Meaningful economic cooperation with the Third World will take 
meaningful financial support to better reflect U.S. Interests and the 
behavior expected of a world power. Although sorting out of priorities 
Is needed In the short-run, the U.S. should strive to be near the 
middle of the major Western donors as measured by the percent of GNP 
devoted to development cooperation with the Third World. Such an 
80-100X Increase 1n funding by, say, the mid-1990s, calls for 
Presidential and Congressional leadership. Some leeway exists 1n 
funding U.S. cooperation programs by separating military and 
military-related programs...and 1n the process some programs, such as 
selected base rights arrangements, could be phased out. The large 
Middle East program also should be separated out to allow It the 
Independent overview It requires. Repayments of past foreign aid loans 
can be devoted to future* economic programs, 1n some cases by accepting 
repayments In foreign currency.

In the next year a new vision of cooperation needs to be articulated by 
national leaders and a new national consensus needs to be forged.

L Special Focus Studies 

1. Direct to the Poor; Grassroots Development i£ Latin America

A collection of articles from field studies 1n Latin America and 
the Caribbean by the Inter-American Foundation; edited by Sheldon 
Annis and Peter Hakin.

This book suggest an Ideal resource transfer with no strings, no 
baggage, no politics, no diversion, no waste. The book explores a 
novel approach to economic and social development: giving money 
directly to organizations that poor people themselves create and 
control. Direct financial assistance is Intended to strenghten
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the poor economically In the short run so that they can mobilize 
through organized collective action and confront the fundamental 
causes of their poverty in the long run. That Is the theory and 
intent of grassroots development.

This very uncomplicated Idea 1s based on a belief that* despite 
their poverty, poor people posses substantial resources: 

~ knowledge and understanding of their circumstances, the will and 
persistence to make things better, and a capacity to organize and 
mount collective action. Direct financial assistance allows them 
to "capitalize 11 — put Into production — their economic 
resources. In small but important ways, It helps then to gain 
better control over their local environments, allowing them to 
build upward and outward from there. This kind of assistance 1s 
not a substitute for broader social change or just, competent 
governments.

Host development agencies, of course, do not give aid "direct to 
the poor." Indeed, they have not been very effective at giving 
any benefits, direct or Indirect. The nongovernmental, 
antlbureaucratic approach Is born of frustration. It argues that 
public agencies are more likely to absorb than distribute 
resources. If so, why not circumvent the system by Investing 
directly 1n Institutions that the poor create for themselves?

The book 1s ultimately ambiguous In Its answer to the basic 
question: Does It work? Certainly, grassroots development Is not 
presented here as a magic solution to the problem of poverty. The 
book does not conclude that self-help 1s a substitute for Just and 
competent governments or efficient, effective, and equitable 
macroeconomlc policies. Self-help cannot by Itself replace 
large-scale development projects and programs. And It does not 
always succeed, or at least not readily.

Yet it does work, sometimes. It has made a difference, for some 
people and some communities. It does start larger processes In 
motion. If not Inexorably. This 1s a book about small victories.

2. "Stability With Justice" by Dr. Victor Basluk and Colonel Robert 
Herrlck

The theme of Mr. Basluk's and Col. Herrlck's paper Is that security, 
political, and economic Interests and development within a country are 
Interdependent. Economic and security development are linked to political 
stability, which depends on the legitimacy of the political system.

Other points:

— "...to minimize the potential necessity of becoming Involved 1n 
military conflicts, the United States must place emphasis on prevention of 
wars, or peacetime stabilization. This, to a very large degree, requires 
that we assist and promote the transition of the developing nations to free 
and stable societies."
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— "A fundamental requisite for stable and just societies 1s a free, 
, open, and vital economic system, capable of raising the standard of living 

( for the population at large, and not just concentrating wealth In the hands 
of the government or a few dominant economic groups."

— "...the Ineffectiveness of Western economic assistance because of 
Its failure to address Itself to the need for systemic change." Studies 
show that, societies in which ostensibly free markets exists, in fact are 
governed by a intricate web of laws, decrees, and regulations which serve 
special interests and promote corruption. The evidence of this In Peru Is 
that 39X of the gross domestic product Is produced by the "Informal sector" 
— outside government rules and regulation.

— The U.S. must take a holistic approach to Its relations with 
developing countries by considering together the political, social, 
economic, and security dimensions of those relations.

— "...the focus of programs should not concentrate on Inputs at the 
national level, but on Impacts at the operations/local level."

— On the current U.S. security assistance program; the provision of 
equipment, small unit training, and selective education to military 
personnel "...Is not capable of providing the flexible on-slte planning and 
executive assistance essential for building and professionalizing a small 
nation's army, supporting an extensive counterlnsurgency, or countering 

I powerful narcotrifficdnte threats."

( — Recommends a new high-level position in the State Department to
coordinate, be responsible for, and bring together the various policies and 
programs affecting U.S. relations with developing countries.

3. The Transition to Sustainable Agriculture: An Agenda for AID. 
Coimrittee on Sustainable Agriculture. TS57 .

The Committee on Sustainable Agriculture 1s a non-governmental 
coalition made up of PVOs, universities and environmental groups. It meets 
under the auspices of the World Resources Institute, Washington, D.C.

Sustainable Agriculture 1s defined in the paper as the ability of an 
"agricultural system to meet evolving human needs without destroying and 1f 
possible, improving the natural resource base on which It depends."

A sustainable agriculture approach emphasizes "systems of production" 
which maximizes use of biological Interaction and minimizes use of 
environmentally damaging external Inputs.

It Is not opposed to "modern agriculture" but Is opposed to use of 
environmentally damaging Inputs. It stresses the Interaction between 
people, land and productivity.

Recommendations to A.I.D.: A.I.D. should elevate sustainable 
agriculture to a central place in Its overall development program. 
Assistance should discourage the use of non-sustainable methods and Inputs.
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It should help developing countries make the transition to sustalnable 
agricultural systems.

This will require a broad-based participatory process of project and 
program development which emphasizes environmental sustalnablUty. A.I.D. 
will need more people trained and expert In these methods. It should be 
U.S. policy to encourage host countries to take all necessary steps toward 
a sustalnable agriculture regime.

A.I.O should work closely with non-governmental groups In the U.S. 
which are com it ted to these Ideals. It should focus Its research support 
on an agenda of low-Input agriculture which Is responsive to the needs of 
poor fanners on marginal lands.

A.I.O. should seek the cooperation of other donors and MOBs 1n 
pursuing these objectives.

4. U.S. Security Assistance to Developing Countries

A study published by Interfalth Foundation and members of 
Interfaith Action for Economic Justice, Washington, D.C.; and authorized by 
Leanne Skooglund Hofford.

As has been true from the beginning, the U.S. foreign assistance 
program continues to respond to conflicting development and security goals. 
Our findings show that ESF programs and projects are designed to meet 
nlHtary and political objectives and are not directed toward participatory 
and sustalnable development goals. Further, we find that Military spending 
defeats the objective of helping poor people. The preponderance of 
•riHtary and security considerations over development efforts In the 
allocation of U.S. foreign aid funds reflects a very narrowly construed 
political and strategic national security of the people of the United 
States by helping the people of the developing countries alleviate their 
hunger and poverty and Improve the quality of their lives.

The religious community that sponsored this study seeks to 
promote a U.S. foreign aid program focusing on development and support for 
the efforts of the world's poor people to rise out of poverty, rather than 
military and political purposes and concerns. Such a program would address 
the more urgent economic threats to U.S. and global security posed by the 
disparity and Injustice manifested 1n the global economy. Therefore, 1n 
light of the findings of this study we believe that security assistance, 
which Impedes rather than foster the goal of helping the poor In developing 
countries, should be drastically reduced and, Instead, redirected toward 
assistance to participatory and sustalnable development which will promote 
real U.S. and global security based on greater economic justice.
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5. Blue Print for the Environment, issued by 18 nongovernmental 
groups.

Overview of the major themes and broad recommendations contained in the 
more than 700 detailed recommendations presented to President Bush by 
America's environmental community concerning actions the U.S. should take 
to solve the environmental problems confronting the U.S. and the world.

The report lists the environmental threats facing the world:

—Global warming of the atmosphere;
—Depletion of the stratospheric ozone layer;
—Ocean pollution;
—Environmental degradation 1n developing nations;
—Loss of tropical forests and other wildlife habitats;
—Population growth;
—Wasteful and environmentally harmful use of energy;
—Add rain and other forms of air pollution;
—Water pollution;
—uncontrolled toxic substances;
—Soil loss;
—Inadequate management, of federal lands;

RECOMKENDEO ACTIONS WHICH ARE FOCUSED ON INTERNATIONAL ASPECTS OF 
ENVIRONMENTAL PROTECTION:

I. Global Wanting and Ozone Destruction:

—Minimizing global warning should be a top priority of the President's 
domestic and foreign policy and he should ensure that global warning 1s 
high on the agendas of both the 1989 Western Economic Summit and the 
Global Environmental Summit meeting that he has pledged to convene.

—Work for a global treaty requiring that C02 emissions be reduced through 
Increases in energy efficiency and greater reliance on renewable energy 
sources.

—Propose that the U.S. and other nations join in a major program to halt 
tropical deforestation and to plant trees on a massive scale.

—Instruct the U.S. Environmental Protection Agency to take all actions 
necessary to phase out U.S. use of chlorofluorocarbons In five to seven 
years and work to achieve an equally rapid worldwide phaseout.

II. Energy:

—Increase federal Support of research, development, and commercialization 
of energy efficiency and renewable energy sources.

—propose legislation that will Increase fuel economy of new motor vehicles 
by the year 2000.

III. Protection of the oceans:

—Prohibit release of toxic and other contaminated wastes Into the marine 
environment by U.S. political and industrial entitles and promote 
domestic and international policies that give greater protection to the 
marine environment.

—Call for ratification of the 1982 Law of the Sea Convention.
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IV. * Environmentally susUlnable development:

—Announce that solving environmental problems In developing nations will 
be a central focus of U.S. foreign policy.

—Direct that U.S. foreign assistance focus on helping nations achieve 
sustalnable development by: Enhancing the agricultural base and promoting 
environmentally sound food production; conserving tropical forests and 
biological diversity; stabilizing population.

—Pressure multilateral development Institutions to Improve their 
environmental -performance.

V. Conserving the earth's plant and anlaal species:

—•Place such conservation on the agenda of the Global Environmental Summit 
meeting he has pledged to convene and support efforts to Identify and 
protect species.

—Direct A.I.D. to strengthen Its program to assist developing countries In 
conserving species and habitats.

VI. Population growth:

—Establish an official population policy for the United States, and 
encourage all other nations to do the same.

—Reassert U.S. support of population and family planning assistance 
Including support for multilateral organizations.

The report discusses actions which should be considered Immediately 
Including: Delivering an annual environmental message to the Congress and 
nation; Proposing an adequate environmental budget; Providing International 
leadership; create a cabinet-level Department of Environmental Protection; 
convene a White House Conference on the Environment.



Committee on foreign 3ffair*
Jlme 30, 1988

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Gllman

FRCW: George Ingram

SUBJECT: Suanary and Highlights of "Stability Kith Justice" by Dr. Victor 
Basil* and Colonel Robert Herrick

The theme of ft-. BasiuJt's and Cbl* Her rick'a paper is that security/ 
political/ and economic interests and development within a country are 
interdependent. Economic and security development are linked to political 
stability/ which depends on the legitimacy of the political system.

Other points:

— "...to minimize the potential necessity of becoming involved in 
military conflicts/ the United States must place emphasis on prevention of 
wars/ or peacetime stabilization. This, to a very large degree/ requires 
that we assist and promote the transition of the developing nations to free 
and stable societies."

— "A fundamental requisite for stable and just societies is a free, 
open, and vital economic system, capable of raising the standard of living 
for the population at large/ and not just concentrating wealth in the hands 
of the government or a few dominant economic groups."

— "...the ineffectiveness of Western economic assistance because of 
its failure to address itself to the need for systemic change. * Studies 
show that/ societies in which ostensibly free markets exists, in fact are 
governed by a intricate web of laws/ decrees, and regulations which serve 
special interests and promote corruption. Ihe evidence of this in Peru is 
that 391 of tb» gross domestic product is produced by the "informal sector" 
— outside government rules and regulation.

— Ifce U.S. must take a holistic approach to its relations with 
developing countries by considering together the political, social, 
economic/ and security dimensions of those relations.

— "...the focus of programs should not concentrate on inputs at the 
national level, but on impacts at the operations/local level."

— On the current U.S. security assistance program; the provision of 
equipment, small unit training, and selective education to military 
personnel "...is not capable of providing the flexible en-site planning and



executive assistance essential for building and professionalizing a small 
nation's army, supporting an extensive counterinsurgency, or countering 
powerful narootrafficante threats."

— Jteccninends a new high-level position in the State Department to 
coordinate, be responsible for/ and bring together che various policies and 
programs affecting U.S. relations with developing countries.



Committee on ./oreign Sffair*
June 28, 1988

TO: The Honorable Lee H. Hamilton 
The honorable Benjamin A. Oilman

FROM: Vie Zangla

SUBJECT: Stannary of response to foreign aid inquiry letter frbn Or. 
Jack Baranson/ Illinois Institute of Technology

Mr. fiaranson believes that current assistance modes and mechanisms are 
outmoded and inadequate to our national interest needs for three reasons: 
(1) the evolving objectives of newly industrializing countries; (2) the 
economic and conmercial challenge the U.S. faces from Japan/ and (3) the 
need for American business to become more competitive abroad.

In comparing U.S. and Japanese aid to Indonesia/ he describes how the 
Japanese are able to mobilize business, government, and financial 
constituents to form joint venture projects between Indonesian and Japanese 
groups that are commercially viable and mutually advantageous from a 
national economic standpoint. The Japanese foreign assistance agency/ 
JIOl, provides interest-free credit for capital expenditures (plant and 
equipment; , a Japanese trading ooopany provides the marketing outlet in 
Japan, and another Japanese partner supplies the needed technologies. 
According to Me. fiaranson, America has no comparable delivery system.

Mr. fiaranson/ as a consultant to AID in Indonesia/ tod the
establishment of a technology fund for Indonesian enterprise that would 
provide soft loans for technical aid to firms seeking to upgrade product 
designs or production methods. This fund would be negotiated with an 
Indonesian ccmnercial ban* for onlending to Indonesian firms. He also 
suggests a similar fund to expand Indonesian export markets via partnership 
with U.S. firms, particularly in the area of food processing. The U.S. 
firms would profit from technology sharing arrangements. He believes such 
funis/ as institutional mechanisms/ would better serve American economic 
and coonercial interests in an increasingly competitive world.



Committee on /oreign Sffair*
June 28, 1908

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Oilman

FRCM; Vie 2angla

StBJECT: Sunrwry of response to foreign aid inquiry letter from Mr. Paul 
S tree ten/ World Development Institute

Mr. Streeten, a British citizen/ suggests we study the Cbamonwealth 
Development Corporation which manages project*, does lending, and is 
decentralized. It has strong local staffs; it is acclaimed by opposing 
political parties/ is managed mainly by people in the private sector/ and 
has to cover its costs. It gets funds from the Treasury and capital 
rartets, operates out of regional officer instead of national capitols/ and 
continues to be available after projects are in place.

Mr. Streeten's ccmnents on specific areas follow:

Pole of >ss — Moderate the pressures on the aid program from 
interests; provide enough funds; resist protectionistnarrow/ sect!

lobbying; and educate the public.

Objectives — loverty eradication should be the overriding objective/ 
and it would contribute more to America's prestige than more narrowly 
focussed foreign policy objectives.

Country distribution — India should get nore aid under any criteria 
used;~"ald should go mostly to those with the greatest potential to iaprove 
and where aid maJces the biggest difference,

Financial constraints — Concentrate on technical assistance and good 
nanagement; use existingThstitutions, especially large corporations, to 
achieve poverty eradication.

Coordination — Coordinate to avoid duplication and gaps, but there 
are some virtues in ccopetition.

Institutional innovation — Qse caution in the idea of bringing 
together all assistance efforts under one umbrella. Some political clout 
may be lost and some departments may be freed from responsibilities for 
development. Also, move away from heavy-handed performance criteria and 
allow developing countries to monitor each other's performance.

Measures and standards — Can be inconclusive in that the good or bad



things may have happened anyway. Development is a slow process with 
successes often long delayed, flbwever, project and program evaluations are 
useful, and if done objectively/ provide a conscience.

Constituency — Promotion of national self-interests often obscure 
other motives. The American public responds to appeals to hums/lity and 
unselfishness. Cultivate the media/ especially television* Moke appeals 
concrete and vivid.

Other issues — (1) Program lending to debtor countries is aid to the 
banfcs, not to the poor; (2) Not only projects, but also programs and 
policies are fungible; (3) Program lending with policy conditions often 
amounts to the crystallization of premature orthodoxies/ and (4) Support 
reform-minded leaders in developing countries*

(

Mr. Stree ten, in a separate paper> describes how private foreign 
investment in Africa and elsewhere could be stabilized to encourage the 
growth of domestic enterprises including those in the informal sector. Tha 
large foreign firms, perhaps in joint ventures using private and public 
capital, would encourage small-scale family entities to produce inputs, 
components/ spare parts/ repairs/ and other services for the large firms. 
Unproductive competition would give way to greater complementarity/ 
elimination of discrimination and harassment of the informal sector/ and 
gradual access to credit/ information, technology/ and markets.

\\'P •.



Committee on foreign affair*
June 29, 1508

TO: The Hon. Lee H* Hgunilton
Hon. Benjamin A. GlLnan

Richard Blue

SUBJECT: Summary of submission by Mr. Robert Blake of International 
Institute for STvironoent and Developnant

Mr. Blake/ with a career in diplomacy and sore recently in 
environmental movement, has prepared a thirteen page response to the letter 
on U.S. foreign assistance programs.

Mr. Blate makes the following major point*:

- In an interdependent world/ no major power can opt out of'the 
/ development agenda without damaging its own Interests.

- Because of the unique experience and oonnitnant of the U.S./ m 
have a comparative advantage and credibility that other countries 
do not possess. Even in a period of declining availability of 

- funds/ U.S. leadership can be used to influence and guide 
collaborative efforts.

- 31* U.S. will maintain a bilateral assistance program but resources 
will decline into the 1990s.

- The solution to declining resources is complex but has the 
following elements:

1, Shift resources from Israel and the other big six countries.

2* Focus bilateral assistance en sustainable agriculture, 
population/ energy and resource conservation.

3. Drop education/ health, private enterprise/ nacro policy 
dialogue/ and corresponding budget support.

4. Turn AID into a field oriented technical assistance program. 
Eliminate or substantially reduce Washington staff.

5. Focus more on training/ research/ institution building, and 
technology transfer. Oeeapahsize contact management, 
reporting/ overly elaborate project pfenning/ and related



paperwork.

6. Reduce substantially the nunber of "full service" missions, but 
maintain a focused program in satall poor countries at one end, 
and a different program in middle income countries. "In 
countries liJte Brazil, Argentina and Nigeria our global and 
national interests call for an American contribution...Congress 
should change the lav and authorize such programs."

7. Rely more on the use of other sources of funding, including 
PL-480 and technical capability other than high priced 
consultants.

Coordination is best accomplished at the field level between U.S. 
government agencies and least effective with other donors who have 
their own agenda.

Congress and U.S. based interest groups Kill nave to be restrained 
in not imposing too aany paper requirements or pressures en AID to 
carry out pet pro^tcts. Nevertheless/ some broad earmarking is 
necessary to focus the Agency's attention and resources.

There is a constituency for foreign assistance. 27 major 
organizations representing five million people have joined in a 
Cbmnittee on Agricultural Sustainability for Developing Countries* 
Congress has a major role in expanding that constituency.



Committee on ioret'gn
June 27, 1988

TOs The Honorable Lee H. Hamilton
The Honorable Benjamin A. Giloan

FKM: Richard Blue

SUBJECT: Summary and Highlights of submission by National Audubon Society

On behalf of the National Audubon Society Put Baldi has produced a ten 
page response to the questions posed in the letter to development experts 
from Messrs. Hamilton and Oilman. Ms. Baldi makes the following major 
points;

— Congress should take the lead in rewriting the foreign assistance 
program, providing both greater focus and more flexibility to the 
implementing agencies. "Intense Congressional oversight 
interferes with valuable time needed for planning, developing and 
pushing projects forward. *

— Then should be three objectives for foreign assistance; 
stabilization of population growth, conservation of natural 
resources and tne environment, and the institution of4 sustalnable 
agriculture.

By targeting our program on three objectives, the question of 
country focus become* a function of which countries or regions 
haw the greatest need in those areas, not just GNP or political 
salif

Of the $13.3 billion for bilateral assistance, one half goes to 
Israel, Egypt and Jordan and another fourth to Gteece, Spain/ 
Turkey and politically troubled states of* Philippines, Pakistan 
and Central Anerica. Program funds and technical and management 
staff for development purposes are diffused end inadequate.

If new resources cannot be found, then resources should be 
shifted from the big six to meet the development objectives of 
the rest of the world.

Wiile coordination between donors at the country level is fair to 
good, coordination within the U.S. government is least effective. 
N9C led task forces should be set up to coordinate development 
and security policy.

f-,



— Starting with a rewrite of the fM to focus 01 the three major 
objectives, technical expertise must be improved and organized 
into functional bureaus, collaborative linkages must be formed 
witt centers for development expertise outside of AID. Anile AID 
must recognize the value of FVO grass roots development, FVD's 
must recognize the importance of public policy and national 
leadership.

— FMSt MU> and base rights agreements should be transferred to the 
Defense budget and separated entirely from economic assistance.

— JSconomic Support Funds (ESP) should be folded together with DA 
for a more flexible development program.

— Measuring development is difficult and collecting the rights 
kinds of data for the right time periods and for different types 
of problems can create a growth industry in its own right. There 
are no "quick fixes' in development. Some sectors, such as 
population lend themselves to greater quantification and 
measurement than others.

— Lack of public support nay be tare a reflection of public 
distrust of the federal government and its foreign policy than 
lade of* concern for people in other countries. "

— In general, public misunderstanding of the size and direction of 
foreign assistance is massive. A sort of Gresham's law focuses 
public attention on aid to Egypt, or to the Cbntras, and the less 
dramatic programs receive little attention.

— Congress can gain greater assurance that objectives will be 
carried out by playing a greater substantive role in the 
selection of senior staff in A.I.D.

Miile Ms. fialdi did not discuss macro-economic issues of markets, the 
private sector, trade, and economic policy, she seams to suggest that these 
are concerns best left to the multilateral banks.



Committee on .foreign gffair*
Juae 27. 1988

ID:

FROM:

The Hon. Lee H. Kaoiltcn 
The Hon. Benjamin A. Gilman

Richard Blue

of an Evaluation of V.S. AID Program in Mexico

On* of the issues raised in the concept paper produced by tot Task 
Fbrot is should the U.S. maintain a development relationship with Advanced 
Developing Countries and/ if so/ what should it be? Ohe model cones from 
AID's Latin American experience/ where there are at least five ADC programs 
already in place/ sost notably in Bratil and Mexico* In Much of 1988, 
James Landberg of the Oepartaent of State did an assessment of the prograa 
with Mexico. The two page summary of that assessment is attached.

The highlights of the assessaent are;

- The program is a "spectacular success* and receives 
strong support froa the Ambassador and the Mexican 
government/ private sector and PVO ccnounity*

- One AID Representative and nine locally-hired 
personnel administer an annual program of $16 
million in appropriate funds and $50 million in food 
aid.

- The key to the program's success is brofcsrlng 
limited resources into programs with major 
multiplier effects. n» AID program •serves as a 
facilitator/ broker/ and catalyst for other Mexican 
and American organisations..,thereby leveraging 
direct AID inputs."

- The program is active in family planning/ drug 
education/ analysis and action on illegal 
immigration, entepreuerial and small enterprise 
development/ and an expanded role for the private 
sector in health delivery to rural areas.

- In this program/ it appears that a highly competent 
and innovative AID officer has been able to • 
transcend the edifice of false predictability/ 
accountability/ and control.

If independent analysis of other similar program in Latin America 
and those few shoving up in other Advanced Developing Countries such as 
Thailand and Portugal confirms that snail, highly leveraged appropriated 
funds can be effectively uses/ there may be a model for addressing

-



develppwant relationships in the 1990s. Many of the countries receiving 
JSSF and M finds now will soon be in the lower middle income bracket. 
Others rill, liJce Mexico, contain very large and intractable poverty 
problems. 3ne U.S. development agenda with these countries is by no 
jneans finished. Right now we do not have a well though out fornula for 
maintaining a program.



John S«w«ll
Pr«ild«nt
Ovtrtcu Dtvtlopatnt Couocil

Juna 1, 1968

THE NEW POLXC? ENVIRONMENT FOR DEVELOPMENT COOPERATION

Rant 0.8. foraiga aid pxograa baa ran out of tias. A
of aaiatiag programs and policiaa ia

LfW^ *^^^*^^*A — — * I^M* A^^B!I
Baaaal CaaBmaHBamB sw^a^Ll^T^F •^BawvAJ

ia saca importantoov than tha dataila of
d AbtmluM, or avao fondiog

first step and

Tbs policy aovirooBwot has cbaogad siooa tha 
baaie aid lagislatloa ia tha aarly ISTfs.

rsvrota tba

1. Progress in tha davaloping world has baan markad. Ontll 1988, 
growth ratea wtra high, and Ufa axpactancy, infant mortality and 
literacy all ahowad aarkad iaprovaaants. Tha Third World start in global 
production ia rising (Tabla 11 j and davaloping countriaa hava amargad as 
major axport atrkats, and, in soaa caaas, important ooopatitora (Tabla 
2]. Many hava graduated froa baing aid racipianta, and tha batter-off 
davaloping countriaa now ahould ba providing various forms of davalopaant 
assiatanca.

2. Tha Dnitad Stataa is in an intarnational aconomicpot it ion 
unpracadantad atnca 1945. Lika many davaloping oountriaa, tha Onitad' 
States haa to bilanca its budgat, axpand axports and cut import*, and 
aarvica a ballooning foraign dabt. As a rasult* rasouroaa to aaat 
ftaarican intaraats in tha davaloping world will ba scares, at laast until 
a ccaproaiaa ia raachad on tha budgatary daadlock. Xa addition, tha 
aannar in which tha 0.8. daals with its owa problaas may bava mora impact 
on davalopaant prograaa than acaroo foroign aid dollara.

3. Growth in tha davalopina countriaa is aaaantial if tha naxt 
adainiatration wmts to and its f Irat term with a aanaqaabla aarchandiaa 
trada daf ictt. Racant OPC projactiona illustrata that tha marchandlii 
trada daf iclt will ramain at a atubborn 8118 $128 billion in 1992 unlass 
davaloping-country markats for Aaarican axports grow as thay did in tha 
197is (Tabla 3]. With davaloping-country growth, howavar, tha daficit 
could ba in tha I78-S88 billion ranga. Tha kay obatacla to that outcoma 
ia tha davaloping-country dabt burdan. .

4. Total financial flovt to tha LDCa qraw rapidly in tha 1978a and 
divarilfiad. in tha last taw yaars, howavar,"tha nat tranafar o7 
raaourcta haa baan nagatiya. iaaourca flows from OBCD countriat naarly 
triplad batwaan 1978 and 1983, with all tha growth coming from private 
ooonsrcial aourcas. Sinca 1983, howtvar, private flows hava virtually 
avaporated [Tabla 4]. Ourrantly, tha industrial countriaa ara racaiving 
mora in rapaymentt from paat loans than thay ara providing in naw
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C. This rtvtngpri policy eoviroanent has ^•portantiaplicat lone) for the 
future of the U.S. foreign aid prograH: ———— - —— —— -~~"^

1. Selectivity and Balance. Currently the U.S. aid program is 
trying to do too much, in too many places, with too few resources. 
Choices are needed.

a.

b.

Security programs are in urgent need of revaluation in 
light of changing American interests in the developing 
world.

Economic interests now predominate, particularly measures 
designed to restart growth in our major developing-country 
export markets in order to narrow the trade deficit. A new 
approach to the debt problem should have priority in the 
near term.

c. Concern about the "global agenda" issues—
susta \ nTh i 1 i £y f and

pluralism— is reemerging and should have American support 
because they are congruent with our bedrock values. A 
reassessment of the U.S. "comparative advantage" in 
supporting progress is these areas is needed.

d. Choices have to be made on country allocations. The 
poorer countries that do not have the same trading 
opportunities and do not attract investment as better-off 
countries need to receive the lion's share of Concessional 
resources. This is not now the case [Tables 6 and 71. ) 
The United States, however, will cofttJUiue^ to have__ajaeed 
for programs in carefully selected mi ddle"=tTJOTC5e— countries 
of political importance.

2. Leverage. Resources for development will be scarce, especially 
in the near term, and new donors are emerging. The impact of U.S. 
resources can be increased by leveraging other programs.

a. Use of government guarantees to stimulate private flows 
can be expanded.

Methods of encouraging other donors must be explored 
urgently.

U.S. leadership (and modest resources) can be used to 
shape the agendas of the multilateral development banks 
and the U.N. development system. But we oust play an 
active role.
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May 3, 1988

TO: JacJLBrady
•S *-,! vx *.

FROM: DJtck Blue

SUBJECT: Restructuring Foreign Assistance: A Paper by Caleb Rossiter, 
Review 42

A number of groups seem to be calling for a separation of short term 
military and supporting assistance from assistance the purpose of which is 
to promote long term economic development, a more egalitar.rin distribution 
of income and services, human rights and political stability.

Caleb RoBsiter, Arms Control and Foreign Policy Caucus, calls fee the 
separation and ouch more in one of the more far-reaching analyses of 
"what's wrong with foreign aid." His paper. Foreign Aid After Reagan: A 
Proposal to Revive Development and Human Rights, argues that while overall 
foreign assistance levels have increased under the present Administration, 
development programs have suffered both quantitatively and qualitatively. 
AID, as the manager of the Department of State's monay flows for foreign 
policy purposes, has in the process lost most or its credibility as an 
independent agency. Hhat has not been allocated by State for political- 
military purposes has largely been earmarked by Congress, leaving very 
little flexibility to AID managers.

Rossiter calls for a complete separation of the military and 
supporting assistance accounts from those which he would call development 
and humanitarian assistance, and for the creation of a cabinet level 
position for the head of AID, who would chair an NSC coordinating 
committee. This AID would focus on basic human needs, agriculture (also 
managing food assistance in the field), and disaster relief programs. 
State and DCO would, under Rossitar's scheme, be responsible for base 
rights payments, cash transfers for strategic budget support (as to Greece 
and Turkey) and related programs.

Unless this degree of radical surgery is performed, Rossiter seems to 
believe that m might as well drop any pretensions to serious economic 
development or basic human needs goals from our purposes for bilateral aid 
and recognize the program for what it is, payments from the U.S. Treasury 
for the purpose of advancing our security interests abroad.

Another feature of Rossiter*s restructuring is the removal of trade, 
finance, and investment considerations from the development assistance 
relationship. These functions would continue to be performed by Commerce, 
OPIC, E*.Iin, and perhaps TOP.

The benefits of this restructuring would be to give long term 
humanitarian and development interests a clear and equal voice in the



0

expression of American values overseas. It would force Congress and the 
executive branch to cone to grips with these values, rather than i$m 
muddied, asfeiguous situations which now exists, according to Rossiter.

paper is available from our resource center.
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COOPERATION FOR INTERNATIONAL DEVELOPMENT:. 
U.S. Policies and Programs for the 1990s

SUWABY CONCLUSIONS OF THE PROJECT

•Cooperation for International Development,* the largest and most 
comprehensive Inquiry ever launched to advise on future U.S. economic 
cooperation policies with the Third World, has Involved over 100 connlsaioned 
papers, 15 major symposia and a national conference. Dean Ralph Smuckler 
and his senior consultant Robert Berg summarize the results of the project 
as follows.

As the United States enters the 1990s, we also enter a time when the 
Importance of the Third World to the United States and to the well being 
of the world at large Is taking a more central place. More than any other 
nation in the world, the United States stands to gain from a global system 
which promotes broadly based growth, an effective attack on poverty, and 
an end to the degradation of the world's environment. The 1990s will be 
a time when the fruits of economic collaboration with the third World will 
be immense.

A new Congress and a new Administration will present a real opportunity 
to act for our own interests and the well being of a majority of mankind. 
A new global vision Is called for. We urge three new American initiatives:

— To restore growth in Latin America and the Philippines and 
to assist the restoration of growth in Sub-Saharan Africa, a new approach 
Is needed on Third World debt. The approach must reduce debt burdens sufficient 
ly to enable Third World economies to resume normal financial relations 
and normal growth. The political leadership of the United States and a 
prominent role for the World Bank are necessary for any successful comprehensive 
approach.

— Because it is the right thing to do, the United States needs 
to relnvigorate its efforts to help accelerate growth and alleviate poverty 
in poor developing countries, particularly in Sub-Saharan Africa where 
the human prospects are dim without effective international support.

— A new priority is needed to address global environmental problems 
which couples domestic and international actions. Cumulative negative 
environmental trends present unprecedented challenges to mankind over the 
next two generations. Not only must development strategies be changed, 
but actions over and above normal plans are necessary on a scale which 
may wall challenge conventional economics. Inter-state cooperation also 
will be necessary on an unprecendented scale.

Mutually beneficial growth will be aided by sensitive U.S. trade policies 
and by scientific and technical exchanges with the increasingly capable 
Third World. Such relationships call for more mature and mutual modes 
cf cooperation.

The U.S. also has a strong Interest in the spread of human and political 
rights in the Third World, and here our own abilities to foster economic 
and political pluralism are germane.

fSO>77114«MQ
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Our own economic and humanitarian interests lead the U.S. to development 
cooperation relationships which, in the 1990s, are urged to emphasize four 
substantive

— Enhancing physical well being through improved health systems 
and population planning;

— Working for sustainable food supplies;
— Developing environment*! programs and policies which protect 

natural resources and assure better energy security by emphasizing renewable 
energy and energy conservation; and

— Fostering sound urban development policies as urban areas. 
have great challenges and opportunities for development in the years ahead.

There are four approaches to these substantive areas where the U.S. 
has particularly strong abilities and these are recoonended as a basis for 
U.S. development cooperation: human resource development, particularly at advanced 
levels; cooperation in science and technology; management capacity building; 
and strengthening the private sector.

Regardless of the exact substantive programs chosen, the range and complexity 
of country situations facing the U.S. calls for improvements in the conduct 
of U.S. economic cooperation with the Third World. Better coordination with 
other donors and within the U.S.Governoent is essential to make batter use 
of scarce resources. Within the U.S.Cioverment it is urged that coordination 
be facilitated by a special function within the White House. Continued, indeed 
enhanced support of multilateral a/iencies also is necessary because of their 
special abilities. It is in U.S. interests to increase the effectiveness of 
these institutions. Taking far me » fundamental consideration of gender issues 
will also improve the quality of coonooic cooperation policies and programs.

Organizing U.S. development cooperation requires an agency more attuned 
to a range of relationships needed, particularly to more mature programs of 
development cooperation. USAIO might be reconstituted as the Development Coopera­ 
tion Agency. There Is also room for a foundation-like function to foster 
scientific and technologic research and cooperation.

All this calls for long-term relations and partnerships; for Congressional 
direction on broad lines; for management by highly expert personnel; for extensive 
work through Intermediary organizations and Institutions; and for new modes of 
cooperation.

Meaningful economic cooperation with the Third World will take meaningful 
financial support to better reflect U.S. Interests and the behavior expected 
of a world power. Although sorting out of priorities Is needed In the short- 
run, the U.S. should strive to be near the middle of the major Western donors 
as measured by the percent of CMP devoted to development cooperation with the 
Third World. Such an 80-100* Increase In funding by, say, the mid-1990s, calls 
for Presidential and Congrsslonal leadership. Some leeway exists In funding U.S. 
cooperation programs by separating military and military-related prog rams...and 
In the process some programs, such as selected base rights arrangements, could 
be phased out. The large Middle East program also should be separated out to 
allow It the Independent overview It requires. Repayments of past foreign eld 
loans can be devoted to future economic programs, In some cases by accepting 
repayments In foreign currency.

In the next year a new vision of cooperation needs to be articulated by 
national leaders and a new national consensus needs to be forged.



Committee on ;f oreijK flffatra
July 20, 1980

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Oilman

FflOM: Vie Zangla

SUBJECT: SUnmary of views arid comments at Member/panel meeting on 
foreign economic assistance; June 1,

The June 1 meeting was an off the record meeting, arranged by the 
Foreign Aid Review Task Force, to discuss proposals/ issues/ and questions 
regarding the restructuring of the foreign assistance program. 
Approximately 10 Members of the Committee participated in a wide-ranging 
discussion with three principal panel members and their associates.

Dr. Jtalph Stockier, Michigan State adversity:

Dr. Stauckler's opening remarks supplemented his summary of primary 
conclusions of 15 symposiums and a national conference held in May on 
^Cooperation for International Development." Aabert Berg, his senior 
consultant, was also a participant. Major points covered by Dr. Shudder 
included:

1. Three basic goals and objectives of development should be: 
to prooD&e broadly based growth; to attack poverty; and to 
end the degradation of the world's environment.

2. Three new American initiatives should be: to help restore 
growth in Latin America/ the Philippines, and sutrSaharan 
Africa through debt burden reduction and £7.5. and World Bank 
leadership; to renew efforts to help accelerate growth and 
alleviate poverty in poor LDCs, particularly in Africa; and 
to prioritize and address global environmental problems with 
changed development strategies and unprecedented 
international cooperation.

3. £7.5. economic and humanitarian interests in the 1990s call 
for development cooperation relationships which:

— work for sustainable food supplies;
— develop environmental programs which protect natural 

resources and assure energy security;
— foster sound urban development policies.

4. . U.S. Development cooperation should stress and utilize



strong U.S. abilities in:

— human resource development;
— science and technology;
— management capacity building; and
— private sector development.

5. Better coordination with other donors and within the U.S. 
Government is essential to make better use of scarce 
resources. U.S. Government coordination should be 
facilitated by a special function within the finite House.

6. AID might be reconstituted as the Development Cooperation 
Agency with roan for a foundation-lifce function to foster 
scientific and technological research and cooperation.

7. The Uiited States should strive to double its economic 
financial support by the mid-1990s.

8. Military and security assistance, and the large Middle East 
programs should be separated out from development 
assistance; selected base rights arrangements should be 
phased out; repayments of past foreign aid loans could be 
devoted to future economic programs.

Dr. John Sewell, Director, Overseas Developeeat Council:

Dr. Sewell 's currents and views were based on the cited existence of a 
new policy environment for development cooperation. His three major 
premises are that: (I) a fundamental revaluation of existing foreign 
assistance programs and policies is urgently needed; (2) the policy 
environment has changed since Congress rewrote the basic legislation in the 
early 1970s; and (3) this changed policy environment has important 
implications for the future of the U.S. foreign assistance program.

In support of premises (1) and (2) — the need to reexamine foreign 
aid and changes that have occurred since the early 1970s — these factors 
are cited , among others;

— Developing countries have improved markedly in quality of 
life, global production and trade, and sane have graduated 
from being aid recipients;

— The U.S., like many LDCsf has to balance its budget/ expand 
exports, cut imports, and service a growing foreign debt. 
As a result, resources to meet U.S. interests abroad will be 
scarce;

— WC growth is essential to a manageable U.S. trade deficit. 
The key obstacle is the WC debt burden;

— Total financial flows to LDCs grew rapidly in the 1970s, 
peaked in the early 1980s, and now the net transfers of 
resources has become negative. Industrial countries are



receiving more in repayments from past loans than they are 
providing in new lending;

— Aid donors have multiplied in the last decade and Japan is 
now the largest donor with the World Bank dominating the 
multilateral system;

— There has been a remarkable growth in "openness" in the
developing world with wore democracies/ fewer dictatorships/ 
and increasing economic liberalization;

— Global poverty remains pressing;

— Industrial technological changes — in microelectronics/ 
communications/ synthetics/ management/ and bioengineering 
— may be on the verge of sparking a "third industrial 
revolution.*

Implications and suggestions 
assistance:

•t forth for the future of U.S. foreign

1. Selectivity and Balance: U.S. aid program trying to do too 
much with too few resources. Jteevaluate security programs* 
Restart growth in our major UK export markets. Support 
poverty alleviation/ environmental sustainability/ and 
political pluralism. Allocate more concessional resources 
to poorer countries.

2. leverage; Ose scarce resources more to leverage activities 
of other donors. Expand C7.5. guarantees to stimulate 
private flows, fiiergize C7.S. leadership role in shaping 
agendas of multilateral development banks and the U.N. 
development system.

3. Style; Adopt a ouch more collaborative style using joint 
programming with other donors and more and better 
coordination.

4. Organization: Develop an overall guidance mechanism for the 
multiplicity of policies and agencies that address U.S. 
interests in the developing world. Separate policies and 
programs that serve short-tern military and security needs 
from those that address longer-term growth and development 
interests. The Departments of State and Defense should 
administer respective political and military programs. A 
new economic cooperation agency is needed.

5. Jfesources; Development assistance budgets should rise. The 
flow of nonconcessional resources will be more important to 
most mid-level LDCs than concessional sources.

Jack Sullivan/ Vice-President/ Development Associates;

Mr.. Sullivan served on the staff of the Cbnnuttee on foreign Affairs



(1962-76; / served four years in AID's Asia Bureau, and is a member of the 
Phoenix Group which is looking at the relevance of today's foreign 
assistance program. Their hope is to target a few major problems and put 
together an acceptable program. His ccmnents included:

— A lac* of consensus an foreign aid exists in Congress and 
among the American people;

— Today's foreign aid structure is essentially the same as the 
one created by the foreign Assistance Act of 1961 f

— Congress basically rejected the 1569 Pebarscn/Jbhnson
report/ except for creating the Overseas Private Investment 
Corporation;

— The April 1973 attempt to reform foreign assistance (16
members sent letter to President Nixon) f changed the Act by 
mandating "new directions" and setting up functional 
accounts;

— The 1979 creation of the International Development
Cooperation Agency (IDCA) wias not successful and the new 
agency was never utilized;

— There are 34 major priorities in the legislation with « 
variety of restrictions, mandates and prohibitions/ end 
amendments for special interest groups;

— U.S. citizens have a generally negative view of foreign aid 
although they are positive on the alleviation of hunger and 
disease.

Subsequent /fember-Panel discussion elicited these additional views:

— So long as the different views between Democrats and 
Jtepublicans prevail/ we will have difficulties.

— The fact of limited funds and the establishment of national 
priorities are at the core of the major rewrite 9 f fort.

— Separating out military assistance/ Egypt and Israel/ or 
base rights funding is not easy.

— On base rights/ can the EEC help in Europe and Japan with 
the Philippines?

— Three urgent priorities are debt restructuring/ Africa, and 
the environment.

— An international mechanism for achieving a cooperative 
approach has not been suggested. A systematic way of 
sorting cooperatively with other donors may be advanced by 
training the recipient governments to impose a coordination 
structure for the aid they receive. Congress could play a



role in spearheading coordination in multilateral
( organizations by setting out obligations of U.S. agencies

who participate in these organizations.

— Miere should a coordinating mechanism be placed in the U.S. 
Government? Perhaps in a development agency with a Counsel 
in the White House.

— How can jurisdictional problems in the Congress be overcome? 
Money to Israel and Egypt drive the foreign aid bill. How 
to focus Congress on the potential effects of snail 
percentage changes in big earmarks on poverty and other 
programs in smaller countries. Solve jfurisdictional 
problems by collaboration and personal relationships; broad 
changes not really possible.

— U.S. should use its comparative advantages in energy
conservation, etc.; e.g. most of the environmental damage in 
India is due to the lack of an energy policy*

— Need to make clear the linkage betwaen foreign assistance 
and the domestic benefits we receive. Nbrld Bank does a 
better job on this. Meed a mechanism outside of Congress to 

/' build a constituency. Consider using fewer resources and 
' applying them to U.S. interests we can clearly achieve/ i.e.

in security, trade, environment.

— Multiplicity of objectives: they are all good but the net 
result in terms of achieving them is obscure, focusing on 
MSU priorities of growth, poverty, and the environment 

; leaves out issues like democracy and building political 
institutions.

— Real problem is with implementation and lack of trust 
between the executive branch and the Congress.

— How do you get accountability and not micromanage? Hold
people accountable for program results. Need to free people 
from time consuming, paper generating processes that result 
in nothing becoming important. Base results on poverty 
decrease/growth, using social well-being indicators country- 
bycountry but avoid the danger of indicators becoming the 
goal.

— Don't lose sight of costs; e.g. each American in Africa
costs about $200,000 per year to oversee $2 million in aid.

— Mhat is the relevance of U.S. aid to 80 or to 114 countries? 
Need to look carefully at this — we don't need AID missions 
in every country that receives aid.



Committee on .foreign flffoir*
July 20, 1900

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Gilman

FROM: Margaret Goodman, Staff Cbnsultant

SUBJECT: Summary of AID interim report on urbanization in 
developing countries

At the raguest of the House foreign Operations Subcoanittee, the 
Agency for International Development is preparing a report on "Urbanization 
in Developing Countries and its Implications for Technical Assistance." 
The following is a summary of a near final draft of the interim report 
prepared by the Agency. Approval of the document within the Agency has 
been a slow process, presumably because of the implications of the findings 
challenge AID's basically rural bias.

The findings in the interim report basically parallel those in the 
Michigan State study on the future of foreign aid, which identified urban 
issues as concerns requiring increasing attention in the future.

The AID report offers a number of statistical findings on the nature 
of urbanization in developing countries, including:

— By 2025, the world's urban population will be approximately 60 
percent of the world's total population;

— Mast of the growth of urban populations will occur in developing 
countries; urban populations in LDCs are projected to increase 
from 29.2 percent of total LDC populations in 1980 to 46.2 
percent in 2010;

— Seventy-three percent of total new population growth in 
AXD-<eligible countries is projected to be in urban areas;

— Between 1985 and 2000 there is estimated to be an absolute
decrease in the nunber of households living in rural poverty and 
a doubling of the number of urban poverty households, so that by 
the year 2000, the majority of poverty households will be in 
urban areas.

An estimated 60 percent of the GNP in LDCs is produced in urban 
areas, and this figure is expected to increase to 80 percent by 
2000.



AIO's major urban program has been the Housing Investment Guarantee 
(HIG) Program/ which operates at a guarantee level of $125 million 
annually/ mafcing AID the largest bilateral donor in urban programs. In 
addition/ other AID activities, such as health and population programs/ 
operate in both urban and rural areas*

AID expects in the final version of this report to outline its views 
on the range of programmatic/ budget and organizational options from which 
an urban assistance strategy can be developed. Among the areas addressed 
are: employment, emphasizing the informal sector; capacity building in 
local government; and policy reforms linted to investment/ regulatory 
reform/ land management.

The tone of the draft report is basically positive, emphasizing the 
opportunities presented by urbanization for stimulating economic growth and 
job creation, reducing barriers to the increased productivity of the urban 
poor.



Committee on Jorefgn flffair*
July 20, 19S8

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FRCK: Beth Ford

SUBJECT: Summary of response to foreign aid inquiry letter from George 
H. Axinn, Department of Resource Development, Michigan State 
thiversity

— In the long-term national interest for the Congress to be 
proactive rather than reactive in its consideration of foreign assistance; 
Congress needs to maintain a longer range perspective and ensure that U.S. 
participation in the developing world reflects that;

— To achieve a longer terra perspective, the U.S. ;*aeds to be an 
active supporter of the U.N. specialized agencies and should consider 
flowing more assistance through multilateral channels, with an emphasis on 
international technical cooperation;

— The U.S. does not need to spend more money on development 
assistance — cooperative technical programs would be far less costly than 
the types of programs the U.S. is now engaged in and would be more 
effective in furthering the goal of sustainable development;

— Recipient countries need to take greater responsibility for 
development/ most effective development has taten place in countries that 
were willing and able to provide more resources for developraent from 
within;

— Disaster assistance should be separated from development 
assistance — both should be separated from military assistance; the U.S. 
should move away from cash transfer assistance and any such assistance that 
is provided should be done through regional development banks and the World 
Bank;

— Development assistance should be provided through a smaller, more 
dynamic branch of the State Department, staffed by more professional and 
technical personnel;

— Bureaucratization of development assistance has been extremely 
detrimental — a five-year moratorium en all foreign assistance might be 
healthier in the long run than a further bureaucratization.



Committee on foreign
July 20, 1980

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Oilman

FROM: Margaret Goodman

SUBJECT: Sunmary of submission from Alfred P. Van Jfuyck, private 
consultant and Adjunct Professor at Virginia Tech

The following is a summary of a 16 page submission from Mr. Van HuycJc, 
who for 22 years was president of PADQD, a small development consulting 
firm specializing in urban planning issues in developing countries.

•

— The United States has five 'bundles'1 of policy concerns in 
developing countries:

1.

2.

3.

4.

5.

Tirade policy/ as developing countries, (Mr. Van Huycfc points 
out that it is actually cities in these countries which 
constitute the marJcetsJ already account for approximately 40 
percent of U.S. exports, a share which will grew as GVP 
increase in these countries.

Nurturing of democratic principles, pluralism, and human 
rights, by working with indigenous PVQs, coops, community 
associations, and local governments.

Security interests, which need to be more broadly defined to 
recognize that the build up of intolerable conditions, as in 
£1 Salvador, can lead to insurgencies. U.S. policy should 
recognize that ideology plays little, if any, role in most 
cases of "structural instability" leading to coups, 
revolutions, etc. in the developing world.

Humanitarian interests, for which there is broad support in 
the U.S. public, and which can be best served by a foreign 
assistance program which addresses a long run concern with 
poverty alleviation and sustained development, and is 
separated from short run political and security interests.

Qivironmental concerns, which are increasingly defined as 
global issues.

The Chited States should develop a country-by-country typology of U.S. 
interests to determine which instruments of U.S. policy will most 
effectively further our interests in each country and in which countries



U.S. foreign assistance programs are appropriate. In addition to the 
Agency for International Development, other policy instruments available 
include State and OOO; international programs of other cabinet level 
department*/ such as Agriculture and HUD; the Peace Corps; Ex-Im; 
multilateral agencies such as the World BanJr; and finally, the role of the 
U.S. private sector in advancing U.S. interests.

The overall objective for AID should be to represent U.S. humanitarian 
and democratic interests in developing countries/ with a commitment to 
assist the world's poor.

AID's technical priorities should include: the alleviation of rural 
and urban poverty; environmental preservation and sustainable development; 
support for economic productivity and job generation; support for efficient 
government, particularly at the local level; support for human capital 
formation in such areas as health/ nutrition/ family planning/ education/ 
and access opportunities for women; disaster assistance; and coordination 
with other donors.

support for infrastructure and macro-policy dialogue should be the 
function of multilateral agencies.

AID should not be a "money conduit" agency/ as is now the case for 
assistance to Israel and Egypt. Military base "rent" should be separate 
from development considerations.

Congress should recognize that the policy direction of U.S. 
development assistance is more important than the budget allocation/ as 
there is a ripple effect through the rest of the donor community of changes 
is U.S. development assistance policy.

Mr. Van Huyck makes several observations about internal AID 
organization/ based on his long-term observations of the agency as a 
contractor on AID projec ;:

— The agency overemphasizes preparation of internal
documentation. It should emphasize a menu of policy and 
program options from which host countries can select/ rather 
than attempting to prescribe for each country.

— AID'S country missions are frequently too large. A
country's project portfolio my be dictated at least in part 
by the presence of technical personnel/ i.e./ a health 
program because there is a health officer/ not because 
health is the highest priority.

— Many AID contractors are development generalists with long 
experience in developing countries/ but with limited or 
obsolete hard skills.

— AID's procurement system is too long and complex and 
discourages participation by top quality groups and 
individuals.



— AJD's use of "cost plus fixed fee" contracts results in 
much higher costs per person month of actual technical 
assistance than the "lunp sun" or "time and materials" 
contracts used by the Abrld Ban* and otn«r development 
institutions.



Committee on .foreign flffafr*
July 20, 1988

TO: The Honorable Lee H. Hamilton
flw Honorable Benjamin A, Oilman

FROM: George Ingrain
t

SUBJECT: Stannary of Submission by Ton Caxzoll, President of IE5C

U.S. economic assistance does benefit poor needy populations. (7.S. 
security is strengthened by economic growth abroad, which contributes to 
the stability oi othar countries and the prospects of international peace. 
Prosperity overseas helps prosperity In the O.S,

Economic growth, which .is the ~-?ans of addressing the causes of 
poverty, should be the iasic purpoc of economic aid.

Wartet economies have been notably wore successful In achievirw 
ecxaoomic growth than staterun eoa>amies.

More emphasis should be placed en the private «wtor and on practical
education, information, and taraining.

t/.S, ^v'/^^nent agcr^cies shouM have a better coordinated system for 
their services helping U.S. businesses in foreign markets

m



Committee on foreign Suoi
JUly 20, 1988

TO: Hon. Lee H. Hamilton
Hon. Benjamin A. Giloan

FROM: Margaret Goodmant Staff Consultant

OBJECT: Submission from Joseph C. Wieeler, Chairman/ OBCP 
Development Assistance Cbonittee (Df£)

Mr. Mweler spent many yaa:s in the Agency for International 
Development/ including serving as mission director in Pakistan and as Deputy 
Administrator. Just before goii:? to Paris to chair the DAC/ he served as 
deputy director of the U.N. Environment Program in Jtiirobi.

Following is a summary of his 15 page response to the questions posed in 
your letter. In addition/ Mr. Mieeler also enclosed several charts and 
tattles comparing CJ.& and other DAC member development assistance, a copy of 
the CMC's June 22 press release on "Financial Jfesources for Developing 
Counties,* and a copy of the speech he made at the Michigan State conference 
on development assistance/ entitled ^Opportunities for U.S. Leadership in a 
New Development Partnership.'

the United states/ which accounts for about 37 percent of DAC maoper 
GNP/ in 1907 provided about 21 percent of DAC mao&er Official development 
Assistance (OCA, which includes bilateral and septilateral dewlopnent 
assistance/ ESFf and food assistance.) U.S. ODA represented .20 percent of 
CNP/ compared to the •'lighted average of other DAC nsnbers at .43 percent.. 
By cowpar?.*>£&, Marshall S'lan expenditure.1 represented about 2 percent of VJJ. 
OOP at the time.

Mr. ftheeler advocates chat tht Exited States develop £ aediu»-te*ra 
strategy to restore balance to the -**C partnership by increasing U.S. 
development assistance contributions from the current level of approximately 
$9 billion to $20 billion annually in the next few ysars. Ift his Michigan 
Stzt* presentation/ he outlined 10 areas where the U.S. could exert its 
leadership in an expanded program of development assistance;

1. The global environment
2. African agriculture
3. 5i2e use of food resources to support improved nutrition/ human 

resources development and agricultural growth
4. Support of the Iftird Nbrld private conmunities—new roles for 

American Private Voluntary Agencies
5. Poverty in India
6. Small enterprise development
7. Child survival :-^d safe motherhood 
0. Drug abuse 
9. Education 

10. Development in Latin America and the Caribbean
"\



Development should constitute a more central organizing theme for U.S. 
foreign assistance, perhaps with the creation of a subcategory in the 150 
account for "Development and humanitarian Assistance." J55F should be more 
clearly distinguished from development assistance. Development assistance 
should not be earmarked and should be provided to recipient countries only 
when the AID Administrator is satisfied tfcat development criteria are being 
met.

Although the Foreign Assistance Act could benefit from rewriting, such 
an effort should maintain the thrust of the present policy articulation; 
alleviating poverty, achieving self-sustaining growth with equitable 
distribution of benefits supporting individual civil and economic rights, and 
encouraging integration of developing countries into an open and equitable 
international economic system*

At a country level/ more precisely articulated sector level targets 
s/vould be set out, but global targets to apply to all countries should be 
avoided.

U.S. development assistance needs to pay ore attention to 
increasing urbanization of developing countries.

the

Ch coordination within the 0.S. government for foreign assistance/ Mr. 
Whefia.r suggests the creation of a permanent Cabinet Committee chaired by the 
Secretary of State to improve coordination among the line agencies involved.

On coordination with other donors, hr. Nheeler urges none in-depth 
dialogue with Japan, who will this year emerge as the largest DAC donor/ 
including consideration of a3£l?*ing an experienced AID officer in ftfcyo. He 
also rotes the U.S. Mid other DAC donors need to pay more attention to issues 
of operational coordination at the countrj level/ such as evolving common 
programming and auditing systems to relieve the burden multiple donors impose 
on limited host country institutions. A legislative mandate may be needed to 
give the U.S. necessary flexibility on these issues.

organization of AID, Ift-. Kheeler suggests that greater prominence 
be given to function^ srtas/ in order to give more attention to research and 
other global function*, to facilitate functional or technical l«vel donor 
coordination/ to encourage close working relationships among specialists/ and 
to give constituent groups a place where their views will be heard. He notes 
the strong professional reputation of the AJD's Office of Population/ which 
is the Agency's strongest central functional group.

Mr. Wheeler suggests that clarifying U.S. foreign assistance objectives 
and more clearly defining the development and humanitarian assistance part of 
the budget tw help to improve support for these programs. He notes the 
recent three ar exercise in public consultation whidi Canada ^ust completed 
before articulating their medium tern strategy, including public hearings 
across the country, and suggests that there may be lessons in this process 
for f-* United States. (Note: Staff is looking at the new Canadian policy 
and its evolution;

•vv



Committee on /oretgn flffafr*
July 10,

TO: We Honorable Lae H. Hamilton
The Honorable Benjamin A. Giloan

FROM: Margaret Goodman

SUBJECT? Summary of submission from Tied fcteihe/ Acecutive Director/ 
U.S. Overseas Cooperative Development Cbmraittee

Following are the main points from Mr. Mine's five page response;

— He sees the issue not as one of too many objectives/ but of a lack 
of clear delineation of responsibilities for different foreign assistance 
agencies.

More distinction should be made between ESF, which should be considered 
as a security/foreign policy program, and development assistance, while the 
multilateral banks and U.K. agencies should provide government to 
government program*/ and sector and structural adjustment assistance*

— The focus of U.S. development assistance should be redefined and 
limited to "people to people" channels, supporting specific development 
projects through increased use of U.S. and indigenous FVOs and 
cooperatives, which he claims are acre cost effective delivery agent*. 
Also/ more effective development use should be made of JSSF and P.L. 480 
generated local currencies by channelling these funds to support PVD and 
cooperative projects, rather than using them in government sector programs.

— The United States ehould cut bade on the number of full AID 
missions it staffs, concentrating then in fewer high priority countries and 
managing assistance in many countries with « limited AID staff and funds 
provided through O.S, PVOs and cooperatives by unbreila country grants or 
centrally-funded grants.

— for more developed countries, he proposes that O.S. trade 
promotion, scientific and technical exchange and private sector 
institutional development be provided outside of the usual AID government 
to government context through such programs as the Trade and Development 
Program. -

— Development assistance is seen as sufficiently well analyzed and 
evaluated, although its successes could be better publicized. ESF and 
military assistance/ because of their more political nature, however/ are 
not looked at closely to determine whether they are achieving their



objectives.

— Hs concludes Jbu conparing U.S. development education to the much 
larger public education programs in such countries a* Canada, Holland, and 
the Scandinavian countries. He suggests that the Ctiitad States increase 
its efforts in development education by designating a certain percentage 
(ne suggests 10 percent; of grants to PVOs and cooperatives to public 
education/ including bringing foreign participants to the U.S. to explain 
the value of assistance and to bring a Third ftbrld perspective 60 U.S. 
audiences*



Committee on ;f crtfgn iSffatrt
July 18, 1988

TO: The Honorable Lee H. Hamilton
2fte Honorable Benjamin A. Gilman

FROM: Margaret Goodman

SUBJECT: Submission from 0.A. Henderson, W.D., Own Johns Mbpkins 
School of Hygiene and Public Health

Dr. Menderson was director of the MK) Smallpox Eradication Program, 
following is a summary of his submission, which itself is a summary of the 
health colloquium of the Michigan State project:

— He notes that the different sectors in which AID works:
agriculture, health/ population, energy, etc. have different 
characteristics and problems and need to be examined 
separately.

— Seoause Congress has become ioraersed in very prescriptive 
initiatives and in mandating specific projects and 
Quantified targets/ short term projects rather than longer 
tern programs have dominated ATD's agenda.

— Congress should enunciate broader policy directions, with 
fewer specific mandated objectives/ allowing U.S. assistance 
to support capacity building in health sectors of many 
countries through an international network of expertise and 
research.

— AID lacks sophisticated health professionals, and there has 
been little effort to develop such expertise in the united 
States.

— The (7.5. government needs (and lacks; an overall planning 
and coordinating facility in international health, a deficit 
which is clearly visible in the current AIDS prevention and 
control efforts.

— A new international health strategy for the United States 
needs to recognize two basic groups of countries: the 
poorest countries, which will continue to need assistance in 
establishing basic infrastructures and delivering simple 
technologies, and the emerging group of middle-income 
countries which have a different set of health problems and 
where new long-term collaborative relationships with health



professionals need to be established to deal with problems 
of mutual interest.

Dr. Jfenderson critiques ghe "selective" primary health care approach 
typified by the child survival program. Such donor-led priorities nay 
produce an unbalanced and fragfiSjnted health program that nay be marginally 
relevant to major health needs of a country, nay present insurmountable 
management problems because of a lack of infrastructure, and which may not 
be financially sustainable.



Committee on foreign flffair*
July 18, 1388

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FROM: George Ingram

SUBJECT; Summary of response to foreign aid inguiry letter from Mr. 
Sam Harris of Results

— Need for clear goals, focused on improvements in the quality of 
life for the poorest; establish means to measure the 
effectiveness of aid;

— Need to redress the imbalance in foreign assistance (less 
military/ more development;;

— Need greater support for NGQs;

— There is latent support for foreign assistance — assistance that 
reaches the poor/ not assistance as currently structured.



Committee on foreign flffairt
July 18, 1980

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Gilman

FROM: George Ingram

SUBJECT; Summary'of* Remarks by Peter McPherson, for 
of AID, before meeting of the Task Force

Administrator

(

Mr. McPherson made six major points:

(1) Accountability — AID and the Congress should bt held none 
accountable, for a series of goals, for example, set goals on CRT, end 
translate the goals into action. AID and the Congress should enter into a 
compact and agree on 3 or 4 goals. . AID should set two or three goals for 
its programs in eae* cc^ntry, such as economic growth, child mortality, 
agricultural production. Work out the goals with the host government, Mbrld 
Bank, Congress, private communities.

This would allow the Congress to hold AID accountable, and AID and the 
Ainerican people to hold the Congress accountable — and to fend of-fearaarfcs 
and extraneous legislative provisions. Establish agreed on plans to fend 
off raids on AID funds.

(2) Leverage — AID should be in the business of mass connunications 
— in training on population, education, etc. AID sees itself too ouch as a 
funding mechanism, but has limited financial resources and needs to 
leverage its funds. AID should use more matching funds; if you get others 
to participate it tends to be a better project.

(3) ISO Account — Big problem is military assistance, which is a 
legitimate need. Meed joint jurisdiction over parts of the 150 account, 
example, IMF is under joint jurisdiction in the Senate.

For

— £gyptVlsrael — needs to be tackled in ouc-yaars, to be 
reduced by Xt in 1990, 1991, etc. If forewarned and part of 
the decisionmafcing process, Israel could be amenable. 
Agreement between Hill and Administration needed on possible 
action.

(4) Mixed Credits — Don't do; eats up aid budget.

(5) OOP — Isn't doing the job it should; needs a mission; currently 
is everything to everybody and there is nothing; is a flvJp; needs a focus/, 
such as the environment. UNEP (Environment Program) also lacks direction



and mission, e.g., reforestation in the Sahel. Hill should push these 
agencies.

(6) UOFPA — Keep the Administration's feet to the fire. China program 
ready to be renegotiated; renegotiation INFER project program in China 
without family planning/ perhaps as a child mortality program. U.S. needs 
to participate, work toward program which would allow U.S. to support UNFPA 
again. Insist UNFPA put money into family planning.

Questions and Answers;

fcfrite broad principles and goals into legislation, not country 
specific goals. Let AID prccedurally start with a clean slate — AID 
regulations, personnel laws, contracting procedures (which are constructed 
for a domestic agency and are outmoded). Get away from earmarking.

Push for more World Ban* leadership in coordination*

Replace functional accounts with country allocations? — Mb, 
congressional country allocation would be terrible; no flexibility; could 
end up with both.

Administrative costs too high? — Yes, because of large amount of 
paper work and regulations; could cut 8-91 of Washington staff.

AID missions in the field are AID's most important asset, sometimes 
more important and valuable than the ambassador's influence in a country.

Misdirected resources? — Yes, such as why BSF for Cyprus?

Move responsibility for MDBs to State? Treasury looks at /OBs as 
banks, not as developnent agencies; but need political clout of Treasury to 
get appropriations. Treasury provides more fiscal discipline to MDBS. Move 
not politically doable, so increase Treasury's developmental capacity.

Organization of AID within Executive Branch? — It's okay. MtiRherson 
reported to the Secretary of State and attended the Secretary's jenior 
staff meeting.

Too many aid recipients? — yes, hard to cut off.

Loans vs Grants? — Some loans are good', brings in Finance Ministry 
which is more cautious; sometimes fosters hotter decisions in recipient 
country.

Too many objectives? — Yes, far too many objectives; so many there is 
almost no accountability.

Key objectives? —» Economic growth; foreign policy objectives (under 
State); not comnercial objectives (let EX-IM do that); PL-480 - selling 
commodities should be part of objectives.



Let AID and USDA nonage FL-480, not other agencies.

Does a large pipeline indicate management weakness or the nature of 
add? — Either; with some countries it represents management weakness by 
the AID mission and/or the host government; with other countries the nature 
of the aid business. It depends on how old the pipeline is; if it is new, 
it does not indicate a problem.

Reob/deob authority is important; it permits ending bad projects.

Coordination — need to push ftbrld Bank to decentralize, asE*?» more 
responsibility for donor coordination in-country; sftnual Paris mailings not 
sufficient for project coordination.

AID teshington vs AID missions? — 2/5ths of AID staffing is in 
Washington/ which is the correct ratio.

AID is largely a contract agency; AID staff is in the capitol and 
contracts in the field.

Advanced Developing Country relationship? — Moves from development 
relation to a foreign policy relation.

AID should not be a giant SBA agency. Revolving funds are good. LDCs 
don't need capital; they need ban/cable projects — management skills, 
infrastructure, institutions. Proper exchange rate will bring in capital.

Japan — worthwhile pursuing cooperation with Japan. Japan is changing 
its aid attitude from just a trade promotion program.

ESF/DA relationship? — It works fine. Like ESF, don't have to worry 
about functional accounts. But DA does provide protection from being raided 
by State. Lite both types of Assistance.



Committee on foreign 0f fair*
July 14, 1988

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Gilman

FROM: fieth ford
•

SUBJECT.' Summary of response to foreign aid inquiry letter from Mr. Gus 
Speth, World Resources Institute

The primary focal points of foreign assistance should be the 
alleviation of mass poverty and stopping environmental decay, with 
emphasis placed in the dramatic increase in population in the Third 
Nbrld;

Any new foreign assistance program should focus on the promotion of 
environmental protection that conserves the resource bases of the 
poorest countries for long-term production. Mr. Speth points to the 
examples of past development projects undertaken by the United 
States which were effective in the short-term, but due to 
environmental decay/ have outlived any usefulness.

Countries to receive development assistance should be chosen on the 
basis of severity of poverty and environmental degradation; 
connitment on the part of the host government should also be a 
factor for selection;

Development efforts should focus on people-oriented/ rather than 
capital intensive programs and projects; more use should be made of 
expertise available in tne developing countries, such as NGDs;

AID needs to reassess its organizational antf personnel practices to 
bring in more professionals with competence in technical expertise 
and policy analysis; in-country missions in some cases should be cut 
bade/ but terms of service should be extended to give greater 
continuity to programs;

Congress is the appropriate forum for the debate on sustainable 
development, but in order to achieve a program of sustainable 
development. Congress needs to reduce earmarking, micromanagenent, 
and reporting requirements in any new legislation;

In order to mobilize a foreign assistance constituency, U.S. 
development policy should be looked at as "burdensharing" in an 
environmental sense.



Committee on foreign Sffair*
July 14, 1983

TO; The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FKM: fieth Ford

SUBJECT: Summary of response to foreign aid inquiry letter from Harold 
R. Matteson, Mew Mexico State University

— Overall goal of bilateral assistance should be economic growth 
and development achieved through sustainable food production, health and 
population programs, environmental and natural research program, and urban 
development programs; Programs such as infrastructure development should be 
left to multilateral organizations;

— Conventional assistance is appropriate in some cases, but more 
collaborative relationships should be pursued in the future, including 
relationships with aid "graduates";

— Decentralization of development assistance under the present 
administration has resulted in more problems than benefits/ causing 
inconsistency and inequities and made program coordination and unifom 
policy interpretation difficult;

— Congress should eliminate all eanrarfrs, except for thoss with 
whom the U.S. has bilateral agreements (Egypt, Israel, and base rights 
countries); assistance should be provided only to those countries and to 
countries from which the U.S. can derive economic and political benefits; 
the Congress should also conduct annual reviews of the success and 
effectiveness of the implementation of foreign assistance programs.



TO:

FROM:

July 14. 1988

MeaoranduB

The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Gilman

Beth Ford

SUBJECT: Summary of response to foreign aid inquiry letter from Mr. James 
P. Grant, Executive Director, UNICEF

In his response* Mr. Grant focuses on what he feels will be the 
momentum to develop the political will to address global growth — the 
continuing economic crisis being faced by the United States and the 
Industrialized Western countries. Mr. Grant likens this crisis to other 
historical crises such as the Great Depression* World War II, and the Cold 
War in that out of such global upheavals have come positive actions such as 
the New Deal, the establishment of the United Nations and Bretton Woods 
systems, and the Marshall Plan. Mr. Grant believes that the economic 
crisis of the west has reached a boiling point because the United States 
cannot afford to remain "the engine of growth" for the rest of the world. 
He suggests that a progressive restructuring of the Imbalances between the 
U.S. deficit and the Japanese and Western European surpluses be designed in 
the context of world growth, with the lesser developed world Involved in a 
major way. Mr. Grant also points out that the Soviet Union and the 
socialist world arc facing a similar economic crisis which could help draw 
th«m into greater participation in the United Nations and Bretton Woods 
Institutions.

Mr, Grant feels that greater development assistance efforts on the 
part of the Japanese and the Western European countries, coupled with a 
revamped U.S. assistance program, are a necessary prerequisite for oakIn9 
the lesser developed world viable global actors, thereby creating new 
markets for the developed world. However, lesser developed countries will 
also have to participate in "modifying their structure to meet human needs 
while adapting to the new circumstances Inherent in economic adjustment."

Mr. Grant also embraces the idea of a global economic summit, focusing 
.on: the restoration of development momentum for the global community; 
environmentally sustainable development; a strategy for the future to 
overcome the worst aspects of absolute poverty; and exploitation of the 
linkages between disarmament and development to move toward global 
cooperation. He believes that such a summit should be preceded by 
intergovernmental consultations through organizations such as the United 
Nation and the OECO. In conclusion, Mr. Grant agrees with the idea of 
regularizing this type of global consultation through the United Nations by 
creating an Economic, Environmental, and Social Security Council.



Committee on .foreign gffair*

JUly 14, 1988

TO: The Honorable Les H. Hamilton
The Honorable Benjamin A. Oilman

FROi: Beth Ford

SUBJECT: Summary of response to foreign aidr '.nguiry letter from Charles 
O. Zuver, Credit Union National Association, Inc.

— Greater emphasis needs to be placed on people to people programs 
rather than government to government programs; dev\tl3pm»nt relationships 
should focus on lasting institutional contacts Miafc an not subject to 
changes in interests and directions froa one administration to the next;

— Improved coordination should be prorated through structured 
mechanisms or procedures which are not •arfectXi? by bureaucratic changes; 
too often arguments over procedural issued, &j& as centralization vs. 
decentralization, Xr« different administrations mate it virtually impossible 
to produce result in a timely and cost-effective manner;

— Hays to stretch limited foreign assistance funds should include: 
increased utilization of PVQs, cooperatives, and credit unions; greater use 
of local currencies in order to reserve dollars for actual dollar expanses; 
generation of additional local currency reserves through the conversion of 
host country dollar currency debts to the U.S. into local currency debts; 
and the support of programs to leverage complementary resources to those 
provided by the foreign Assiut&ince program.

•1



Committee on foreign flffat's*
July 14, 1988

TO: Tt a Honorable Lee H. Hamilton 
TK'J flbnorable Benjamin A. Giloan

FROM; George Ingrsii

SUBJECT: Summary of Responses from the Inter-American foundation

Iteborah Szekely/ President

— The overriding objective of development assistance should be 
assist poor people to increase their organizational and productive 
capacities;

to

— Development assistance programs should ke clearly segregated from 
other foreign assistance programs;

— The Onited States should shift its thought and behavior to: 
cooperation among equals; sharing information and technical expertise 
(rather than capital transfers); working patiently; f^cpeniti.jg with 
grassroots groups carrying out their oun self-help programs/ and/ support 
programs and institutions wherever substantial poverty exists (rather than 
just irj poor countries);

— The likelihood of success of a project increases when it is 
designed and managed by the intent5ed recipient*. jtesources applied to 
projects carried out by private organization: working at the local or 
regional level are nore efficiently delivered/ used/ and sustained.

Charles Jteilly, Vice-President

— Development cooperation does not swan nare assistance. Development 
occurs where poor people can organize and carry out their own projects to 
improve their lives. A policy environment favorable to NGQs is 
indispensable. Development cooperation implies pt* r tnership and shared risk.

— The F£A has been cluttered by too mar:y in^^tr&tible objectives. 
Military assistance should be separated from development assistance/ and 
ESF should apply exclusively to economic development.

— Accountability must find new forms, such as accountability to the 
beneficiary.



Committee on foreign JSffoirt
July 14, 1908

TO: The Honorable £ee X. Hamilton
3ne Honorable Benjamin A. Gilmn

FROM: Beth Ford

SUBJECT: Summary of response to foreign aid inguiry letter from George 
H. Axlnn, Department of Resource Development, Michigan State 
University

— In the long-term national interest for the Congress to be 
proactive rather than reactive in its consideration of foreign assistance; 
Congress needs to maintain a longer range perspective and ensure that U.S. 
participation in the developi^ world reflects that;

— R> achieve a longer term perspective, the U.S. needs to be active 
supporters of the U.N. specialized cgencies and should consider flowing 
more assistance through multilateral channels, with an emphasis on 
international technical cooperation;

— The U.S. does not need to spend more money on development 
assistance — cooperative technical programs would be far less costly than 
the types of programs the U.S. is nou engaged in and would be more 
effective in furthering the goal of sustainable development;

— .Recipient countries need to take greater responsibility for 
development; most effective development has taken place in countries that 
were willing and able to provide more resources for development from 
within;

— Disaster assistance should be separated from development 
assistance — both should be separated from military assistance; the U.S. 
should move away from cash transfer asi^sfcance and any such assistance that 
is provided should be done thzough regional develqanent banks and the World 
Bank;

— Development assistance should be provided through a smaller, more 
dynamic branch of the State Department, staffed by more professional and 
technical personnel;

— Pureaucratization of development assistance has been extremely 
detrimental — a five-year moratorium on all foreign assistance might be 
healthier in the long run than a farther bureaucratization.



Committee on foreign ISfteir*
July 13, 1908

TO: The Honorable Lee H. Hamilton
Vbe Honorable Benjamin A. Oilman

not: Vie Zangla

SUBJECT: Summary of GftO Report (June 29f 1988) on Improving the Impact 
and Control of Bcxncraic Support funds

The Economic Support Fund (ESP) provided $3.9 billion to 40 countries 
in fiscal year 1987 to support U.S. foreign aid objectives and goals. This 
sum represents about ons-nalf of U.S. bilateral assistance and was largely 
earmarked by the Congress. Cash transfers of $2.3 billion, 601 of all ESP, 
went to 26 countries; 311 went for project assistance and 91 for commodity 
imports. GflO concluded that AID needs flexibility in choosing the ESF type 
which most effectively addresses C7.S. and recipient country needs because 
the U.S. sees ESF as addressing not only economic/ but also political and 
security objectives.

GU> also cited the following principal findings based on reviews of 
selected ESP programs in seven countries and other work: \

\
• AID uses cash transfers to address balanoe-of-payments 

problems anJ as leverage to encourage economic policy 
reforms. However/ AID has difficulty measuring the results 
of its 9fforts, and reform actions cannot always be-directly 
linked to the provision of cash transfer assistance;

• Although ESP-financed commodity import programs can help 
provide needed imports/ CZPs are sometimes inefficient in 
delivering assistance because AID must often subsidize the 
higher costs of imports frco the ttiited States;

• JE7-financed projects can advance development provided AID 
and host governments car effectively implement/ monitor/ ard 
sustain the activity;

• AID has mixed success in encouraging policy reforms under 
the various ESF program types. Factors involved include (1) 
a recipient's political and economic situation/ (2) 
conditioning or sometimes not conditioning the assistance on 
specific reforms/ (3) a recipient's commitment and ability 
to implement the reforms/ and (4) in seme cases/ the lack of 
sufficient criteria to guide policy reforms;



AID has encountered problems in implementing legislatively 
mandated separate accounting for cash transfers. Some 
recipients initially deposit their grants into separate 
accounts but then transfer and spend the funds from accounts 
containing other money. AID can often attribute 
disbursements to the cash transfers but cannot directly 
trace the funds to their specific use when monejj has teen 
cofRRingled;

Ai'D ma/res some ESF cash grants tfcrough ESP sector grants and 
projects without requiring separate accounting .because it 
does not consider them cash transfers. Although AID 
sometimes requires an accounting for local currencies equal 
to these grants, it does not require an accounting for the 
dollars provided;

AID requires cash transfer recipients to retain records on 
separate account disbursements for 3 years and to report to 
AID on now they used the funds. However, AID has no plans 
to systematically verify these reports, even though host 
governments have not always been able to substantiate them 
in the past.

makes a number of recommendations to address these problems and 
constraints and AID has agreed to: (1) include more specific criteria in 
its cash transfer program document!, (2) ensure that funds in commingled 
accounts were spent for authorized purposes, (3) study GAO's recommendation 
that all ESF cash grants be irjlntained in separate accounts, and (4) ensure 
that all cash transfer accounts are audited.

GAO is completing a* separate report on ESF-financad commodity import 
program controls including allocation, arrival, end-use of commodities, and 
management and control of local currencies generated from BSF funds.



Committee on foreign flffair*
July 13, 1988

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FROM: George Ingram

SUBJECT: Sunroary of ^Development Cooperation: Creating a Public 
Commitment", by John Hamilton

Mr. Hamilton's paper calls for the development of a new rationale for 
foreign assistance that can attract public support.

• Current aid legislation lacks purpose/ wiAri some 33 objectives. 
There is no clear guiding rationale.

• Expressed in 1987 dollars/ developnent assistance amounted to $8.4 
billion in 1952, but only $2.44 billion in 1986.

• U.S. foreign aid historically has been provided for three reasons — 
ideological, humanitarian, and economic self-i/itarast:

— The idea', jgical rationale is fatally flawed/ as it presumes a 
consensus on how American values should be applied overseas. 
An anti-cannunisa consensus once existed, but no longer* The 
anti-canmunisra rationale cannot neet any of the likely 
standards for success — whether Ahe recipient copies the U.S. 
political system, or winning political friends.

— The humanitarian rationale is bassd on a strong £7.5. tradition 
of voluntary giving, but that inclination has been declining 
and it has been impossible to prove to the American people 
that U.S. foreign assistance does acideve htsutnitarian 
objectives.

— The economic rationale also has not been convincing. Many 
Americans do not perceive the ccmnercial connection* The 
search for short-term economic payoff has consistently 
obscured the long-term possibilities. The argument often 
sounds lifca aid for 0.S. business*

• Between 1954 and 1963 trade averaged 7.91 of U.S. CNP, but by 1987 
it had risen to 251 of GNP.

• Until the Third Warld debt crisis began to bite in the early 1980's, 
the U.S. exported substantially o&re to developing countries than to Japan



and the EEC combined. Even so, in 1905 about arse-third of U.S. 
manufacturing exports went to Latin America, the four Asian NICs, and other 
developing countries.

• Evidence of growing interdependence of the United States with the 
rest of the world — trade; debt (1987 the U.S- became a debtor nation;; 
the October 19, 1987 stock market drop had worldwide repercussions; AIDS; 
drugs; environmental degradation affects aid quality; American farmers 
depend on genetic material from seeds grown in other parts of the world; 
our clothes, food/ music, culture/ etc.

• The root of the failure of Americans to see their interdependence 
with the rest of the world is the lade cf education on foreign affairs. 
U.S. education needs to be geared more toward an interdependent world.

• The United States needs a new rationale for economic cooperation/ 
based en three propositions:

— Self-interest (but not selfish;; define a set of goals that 
are in America's interest and in the South's interest/ such as 
protecting the environment.

— Madest but effective: U.S. foreign assistance resources will 
be limited and the U.S. oust be realistic about what it can 
achieve. A short list of bilateral development objectives: may 
be easier to explain to the American people/ will allow the 
U.S. to concentrate on areas where It has a comparative 
advantage (such as higher education;/ &nd thereby offers a 
better opportunity to prove to Americans that the assistance 
works.

— itert of a coherent Mborte: part of a much larger whole that 
deals with the entire range of foreign relations.



Committee on foreign flftatr*
July 12,

FROM;

SUBJECT:

The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Giljun

Beth Ford

Summary of response to foreign aid inquiry letter froa Mr. J. 
Robert fluscbe, Lutheran World Relief

— Economic and development assistance in a large part has not 
reached the very poor, but has provided substantial benefit to the 
non-poor;

— foreign assistance has generally not served the long term 
interests of either the Chited States or the recipient countries, in part 
due to the multiplicity of objectives in the Foreign Assistance Act; 
legislation should be completely rewritten to address new world conditions;

— The Cftiited States, in one way or another, is the principle 
beneficiary of foreign assistance; until this changes foreign assistance 
will not accomplish its stated goals;

— One of the objectives of foreign assistance should be to 
strengthen the capacity of the poorer Third Nbrld countries to participate 
in a meaningful way in the world economy; assisting the world's poorest 
people in this regard will best serve £/..*?. long-term interests;

— The dismantling of AID and the segregation of development 
assistance from military/political assistance would be steps in the right 
direction of overhauling foreign assistance; a streamlined agency with a 
cabinet level director should replace the current AID structure;

— Sen* reduction in funding of foreign assistance would not be 
disastrous; participatory development of the very poor does not require / 
large amounts of resources. '



Committee on ./orctgn flftair*
July 12, 1900

TO: The Honorable Lee Hamilton 
The Honorable Ben Oilman

FROM: George Ingram

SUBJECT: summary of Aid for Just Development 
Doug Hellinger, and Fr&TO*Began

(1988), by Steve Hel linger,

The book argues for separating development assistance legislatively 
and bureaucratically from political and military assistance; for channeling 
development assistance through a publicly chartered foundation; for a 
responsive, participatory mode of implementation (i.e., for giving the 
intended recipients (the poor) a major role in planning and implementing 
development assistance;.

foreign Aid, General:

— Those countries that followed the advice of Northern aid agencies 
and diverted agricultural resources to produce for export and to establish 
a modern industrial base have seen the prices of their cotnaodities plunret, 
Northern markets contract, the cost of capital-goods imports steadily 
increase, the price of imported oil fluctuate dramatically, baJance-of- 
payments problems intensify, and the cost of credit needed to cover these* 
deficits only exacerbate them.

— ftbney is not a significant constraint on development. Third World 
agencies are overloaded with funds that they cannot effectively absorb and 
utilize.

— Project success depends on local involvement. Participant 
control guarantees a number of factors crucial to success — lo&i- 
cpfTButment to the long-term goals of the project, an appropriate "fit" or 
adaptation of economic and technical innovations, an expropriate 
(self-determined^ distribution of economic and social benefits, a 
broadHbased sharing of fornal and informal project-related learning 
experiences, and reduced administrative costs through decentralization and 
local-level skill development.

— AID has been moving away from projects and in the direction of 
using its influence at th* macro level, and thereby is moving further from 
contact with local-level realities.

— Development assistance should be separated from political and



military assistance and channeled through a restructured AID that is an 
autonomous public corporation with a board of directors. As currently 
structured/ AID is subject to £7.5. foreign policy objectives, trade and 
investment interests/ and a variety of special interests. Members of 
Congress could use the autonomy of AID as a basis for resisting the myriad 
of extraneous pressures brought to bear on them. Economic assistance 
provided for political/security reasons would be managed by the Department 
of State.

— A government's efforts to narrow the wealth and income gaps 
between the rich and the poor should be the principal factor in determining 
the allocation of bilateral aid.

— Aid should be available to institutions in all countries/ 
regardless of a country's income level.

— Aid should be freed from Buy-America requirements. Tied aid 
generates little in the way of permanent markets for the donor country.

— Project vs Program assistance — Assistance should be provided as 
program aid on a multi-year basis to governments which have exhibited a 
commitment to a form of development that directly involves and benefits the 
poor. Wb&te such governmental commitment is absent/ aid should move as 
project assistance to appropriate institutions.

— AID/ white more decentralized thar other donor agencies/ is still 
top-heavy with personnel in Washington. AID is burdened with a set of 
internal checks and reviews that produce a lengthy and cumbersome project 
cycle. AID imposes upon itself enormously complicated procedures which 
make it difficult for the field missions to be responsive to the poor. 
Projects are judged on criteria unrea.Jstic in terms of implementation and 
are approved as long as they are well articulated and presented in the 
proper form. The length of the project-development process also leaves 
staff with little time at the end to observe the actual product of their 
efforts.

— Functional accounts should be eliminated so AID missions can 
support activities truly relevant to the needs of each country.

— A restructured AID would have one-bo-three regional offices and 
country mission staff decentralized to facilitate contact with local 
communities and institutions.

— Full-time AID staff/ rather than U.S. consultants/ should assume 
the major responsibility for development assistance functions.

— Congress has not effectively exercised its oversight 
responsibilities. The Congress should enact a new Development Assistance 
Act/ with a simpj.e, short/ unambiguous mandate. The Congress would 
exercise its oversight function and receive notification and summaries of 
all projects/ but it would not involve itself in the review and approval of 
programs and projects.



— An Asian and Pacific Development Foundation should be 
established/ to join the Inter-American foundation awl the African 
Development foundation.

— Land-arrant universities/ consulting firms/ many PVOs, and other 
special interests linked legislatively and/or progrra/nmatically with our aid 
program have chosen to focus en their own more narrow concerns rather than 
challenge a development and aid paradigm that has failed to involve and 
support the poor in their self-defined development endeavors.

— Development criteria should be focus on the principles of equity/ 
participation/ sustainability/ and self-reliance.

PVOs:

— Are well placed, as a result of their work at the grassroots 
level overseas/ to inform the U.S. public/ program officials/ and 
policymaters of the realities of life at that level and the impact of 
official assistance programs.

— In 1984, soots 2/200 Northern 
billion in assistance.

utilized approximately $4

— Wie work of PVOs is uneven. At their best, they are responsive 
to local needs and requirements* But they also can be removed from the 
poor/ noncollaborative, and imposing of Northern priorities and agendas 
rather than responsive to local communities.

— As increasing amounts of money for foreign assi seance have been 
moved through PVOs, some PVOs have become less responsive and accountable 
to the poor/ and less independent of governments. AID'S overfunding of a 
number of groups have taxed their management capabilities/ changed their 
institutional style/ and made tne/n more bureaucratic and unresponsive.

— iflhe U.S. should establish a PVO foundation to maJce grants and 
loans to U.S. PVOs and local counterparts in accordance with strict 
criteria that stress the local initiation of projects/ the building of 
institutions/ and the devolution of management to local control, A PVO 
should receive no acre than 501 of its funding from government. PVPs must 
include public education among their responsibilities.

World Book:

— Is ill-eguiped in orientation/ structure/ and operations to 
support the types of projects/ programs/ policies, and organizations that 
truly involve and benefit the poor. local participation has been absent in 
its node of operation.

— The focus of the Bank's (and IfF's) structural adjustment efforts 
has not been the poor/ but instead on agricultural pricing, industrial 
policy, exchange rates, trade liberalization, export promotion, budgetary 
policy, cuts in public-sector investment/ public-service user chargers/ and



financial and debt management.

— The head of the U.S. bilateral aid program should be the official 
link to the MDBs.

— MDBs should: shift away from an export focus to enphasis on 
greater regional, national, and local economic diversification and 
self-reliance; elicit the views of af'footed marginalized populations; 
reduce the level of lending until the absorptive capacity of relevant and 
effective institutions can be determined and expanded; redirect IDA funding 
from the poorest countries to poor people.

r



Committee on foreign
July 9, 1988

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Giloan

FROM: Vie Zangla

SUBJECT: Summary of response to foreign aid inquiry letter from Dr. 
Michael Schechterf Michigan State University

Dr. Schechterf Assistant Dean for International Studies at Michigan 
Snte University makes the following points in response to our inquiry on 

future direction of U.S. foreign assistance programs:

—- The United States needs to reinvestigate the ratio of 
multilateral assistance to bilateral assistance and 
points out that Congress my have allowed the madia and 
certain "think tanks" to define the issue of our 
support for nul tilateral assistance too narrowly;

— Any restructuring of assistance must balance support 
for multilateral aid vs. bilateral aid;

— The United States should not play a passive role in t£e 
regional development banks; should assess the role of 
these banks in our overall development assistance aad 
cooperation efforts;

— The type of publicity surrounding congressional 
consideration of foreign assistance needs to be 
redirected to focus on the strategic purposes of 
foreign assistance and to those where economic and 
humanitarian interests predominate; Congress needs to 
explain to the American people the ultimate purposes of 
assistance such as ESF and explain the rationale behind 
the provision of assistance to the "richer third world 
countries. *



January 13, 1989 

DEVELOPMENT FUND FOR AFRICA

The Development Fund for Africa (DFA) 1s AID's title for a new account for 
Africa, "Sub-Saharan Africa, Development Assistance", which was first 
established In Public Law 100-202, making continuing appropriations for the 
Fiscal Year ending September 30, 1988. The account was continued In the FY 
1989 Foreign Assistance Appropriations Act.. The statutory language for FY 
89 1s unchanged from FY 88. $500 million dollars was appropriated for the 
account for each of fiscal years 88 and 89; $565 million is requested for 
FY 90. The $565 figure Includes $50 million for the Southern Africa 
Development Coordination Committee (SADCC). In Fiscal Years 88 and 89 a 
separate appropriation of $50 million for each year was provided for SADCC. 
Funds for the DFA are to be made available on a grant basis.

To achieve the objectives of long-term development 1n Africa that is 
equitable, participatory, environmentally sustainable, and self-reliant, 
two principal changes were seen as urgent: First* there must be an assured 
and stable source of funding. The separate funding account seeks to 
achieve this. Second, authority must be provided to Implement programs in 
a more flexible fashion. To achieve this, funds may be used for any 
economic development assistance activities in the Foreign Assistance Act 
and greater flexibility is provided in the procurement of goods and 
services. Also, AID Is expected to place greater emphasis on the role of 
voluntary agencies and International organizations in U.S. programs and to 
coordinate its programs more closely with such agencies and organizations.

It 1s Intended that assistance focus on:
—-increasing agricultural production In environmentally sustainable ways;
—maintaining and Improving transportations and communication networks;
—-maintaining and restoring th? renewable natural resource base;
—improving health conditions, particularly of children and mothers, and 

Including establishment of preventive care;
—increasing access to family planning services;
—-Improving basic literacy especially primary education systems;
—developing 1ncoi..a-generat1ng opportunities.

Funds within the account are not earmarked for particular uses. However it 
1s expected that AID target the equivalent of 10 percent of the funds 
^ppropr1ated for each of the following: (1) maintenance end restoration, of 
the natural resource base, (2) health activities, and (3) voluntary family 
planning. Also, up to 20 percent of available funds may be used for 
non-project assistance to support policy reform programs, an additional 10 
percent may be used upon presentation of sufficient justification for such 
use. this authority Is provided 1n recognition of the deleterious effect 
on development caused by the adoption of Inappropriate economic policies.

AID'S VIEW OF THE DFA:

BENEFITS;
—FLEXIBILITY: The elimination of functional accounts makes 1t much more 

feasible to shift resources to programs and activities which are working, 
as a result the program is becoming more performance-based.



-ABILITY TO SUPPORT POLICY REFORMS: Policy reform is a major requirement 
for development in Africa. Under DFA US programs are now more relevant 

•to Africa's problems.
—PRIVATE SECTOR SUPPORT: Allows more support to this sector.
—PROGRAM INTEGRATION: AID is now better able to integrate project and 

non-project activities into a synergistic approach. Thus an .agricultural 
research project can be accompanied with policy reform expanding farmers 
access to fertilizer.

--PROCUREMENT: New authority will reduce bottlenecks and facilitate project 
implementation.

REMAINING PROBLEMS:
—NON-PROJECT ACTIVITIES: Should remove the 30 percent cap on such 

activities.
—NO-YEAR FUNDS: Making funds available until obligated would enhance 

flexibility and eliminate hasty decisions by eliminating pressure to 
obligate funds within a given fiscal year.

—-TARGETS: Establishing of the three current 10 percent targets will 
increase pressure from other constituencies to add more target areas.

IMPLEMENTATION OF DFA;
In order to implement the DFA, AID has classified country programs in 
Africa. Political criteria has been downplayed and development criteria 
weighted more heavily. Economic growth underpins the categorization. The , 
following categories have been established:

CATEGORY I-Countries with a demonstrated commitment to sound and/or 
Improved economic policies, good potential for economic growth, 
relatively large populations (over 7 million), and capability for 
managing serious debt or foreign exchange problems. Increased levels 
of DFA resources and, to the extent possible, food aid resources are 
envisioned for category these countries.

CATEGORY II-Generally consists of small countries which have demonstrated a 
commitment to adopting or continuing to Implement good economic 
policies and/or have good records of economic growth. Includes larger 
countries with excellent growth potential, but are currently 
experiencing difficulties in implementing needed economic reform 
programs.

Category Ill-Includes remaining countries receiving bilateral assistance. 
AID activities will be limited to one or two areas of concentration. 
DFA resources to those countries which have political Importance but 
currently face difficult growth prospects 1n poor policy environments 
will be minimized.

SUWARY:
In summary, The DFA allows AID some flexibility in moving funds around 
within the broad authorities contained 1n the FAA. Greater flexibility is 
provided by removing the Africa account from limitations imposed by the 
functional accounts In the Foreign Assistance Act (FAA) and allowing 
expanded use for non-project activities. However, funds must still be used 
only for the purposes and within the guidelines set forth in the FAA. 
Further, targets are set for using at least 30 percent of the funds 
provided and there is a limit, 30 percent, on the amount that can be used 
for non-project activities.



Office of 

Alexander M. Haig. Jr.

June 27, 1988

The Honorable Benjamin A. Gilman 
House of Representatives 
Washington, D.C. 20515

Dear Mr. XjiT

Thank you for your letter of May 23, 1988 regarding the foreign 
assistance program. I am glad to see that your review is bipartisan; 
it is certainly timely. We are long past cutting the fat in these programs 
and dangerously far into excising the muscle.

Please find attached toy answers to your questions on the direction 
and organizational structure of our foreign assistance program. Let me 
caution, however, that there are neither shortcuts nor substitutes for 
adequate resources. The foreign assistance program should be con­ 
sidered like the defense budget — essential to our national security. In 
fact, foreign assistance, along with effective diplomacy, often helps to 
deter conflict and to ease the burden on our military in preventing war.

Unless we reverse this pattern of cutting our foreign assistance 
budget (25% since FY 1985), while restricting the rest by inflexible ear­ 
marks, we are simply going to undermine our own security.

Sincerely,

Encl

cc: The Honorable Lee H. Hamilton



COMMENTS ON THE ISSUES

1. Question; What is the. proper role of the Congress in directing 
U.S. foreign assistance program?

Answer; Congress must be the partner with the Executive if 
our system of balanced powers is to work. Yet it is also clear that micro- 
management of programs by the Congress works very poorly. The reason 
has not to do with the skill of individual Congressmen but the committee 
system and competing interests that make the Congress what it is — a 
legislative body, not an Administrative body. Debate, appropriation, over­ 
sight, yes — micromanagement, no.

r 
(

2. Question; The Foreign Assistance Act of 1961, as amended, sets 
forth many objectives. Should there be a few, overriding ob­ 
jectives and what should they be? Can the program pursue 
multiple objectives?

Answer; The overriding purposes that dictate foreign assistance 
are to be found in our foreign policy, which in turn must be guided by the 
national interest. Each program should therefore be judged by foreign policy 
criteria — not whether it benefits one district or another, or one constituency 
or another. Of course, realism dictates that these elements have a role in 
decisions on programs. My point is that they should not play the principal 
role.

3. Question; U.S. assistance goes to many countries and regions 
of the world. Are we providing the appropriate kinds of 
assistance to the right number of countries? For some countries, 
is conventional "assistance" the best way to pursue development 
relationships?

Question; U.S. foreign assistance financial resources are be­ 
coming more limited. Given the various objectives, programs, 
and countries now in the foreign assistance budget, what IE 
the best way to deal with this financial constraint?

Question; How effective Is U.S. foreign assistance coordination 
within the U.S. Government, with private organizations, and 
with other donors? How can it be improved?

Question; Are there organizational and decision-making 
piocess changes that need to be made? If so, what are 
they?

Answer to all of 4 above; The Issues of what type of 
assistance, our financial constraints, etc. are all related. These are the 
facts: assistance has decreased by 25% since FY 1985; more than half of 
what remains is restricted by earmarks. So what we have done is to 
diminish both the total resources and our flexibility to use them simultaneously.
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This is just stupid. It forces us, for example, to short critical allies, 
such as Turkey, for needs that we both recognize are essential to our 
security. Another example is our declining influence in the World Bank, 
which everyone recognizes plays a crucial role in development and will 
be significant in helping to restrict growth in the Third World — a 
source of export sales for the U.S. that has been badly hurt by the debt 
crisis and the deterioration of developing economics.

Not having been in the government for some years now, I cannot 
comment from first-hand knowledge whether organizational changes need 
to be made. We should not delude ourselve, however, into believing that 
such changes will radically resolve the problem of lack of resources or 
CongreasionaUy directed restraints on existing resources.

4. Question; Depending on the objectives, what measures of 
success and standards of accountability should apply to U.S. 
foreign assistance programs?

Answer; The success of foreign assistance is defined by how 
well it advances our general foreign policy objectives in a given area. 
Sound principles of accountability, however, are very difficult to apply 
given the tendency to micro-manage.

5. Question; It is frequently said that foreign assistance has no 
constituency. Is this tru<i? If so, what if anything should 
be done about it?

Answer; A constituency for foreign aid is always an appendage 
of the constituency for a successful foreign policy. The bipartisan consensus 
we need for one can also serve the other. But to do this, the Executive 
and the Congress must constantly link both with national security — 
publicly and often. If Americans themselves do not see this link, we can 
hardly expect their representatives to think otherwise. It cannot simply 
be regarded as "walking around money" fo2? our diplomats, so that when 
austerity prevails, we think we are merely emptying their pockets. And it 
is always too late to send up a Secretary of State or a Presidential speech 
at the very end of the process, hoping to reverse disaster. That is why, 
foreign assistance must be integrated into our general foreign policy and 
defense approach.



NaturalResources 
.Defense Council

USONnjYorkAve.,N.W. 
Washington, DC 20005 
202 783-7800

June 30, 1988

Representative Lee H. Hamilton 
House Committee on Foreign Affairs 
2170 Rayburn House Office Building 
Washington, D.C. 20515

Dear Representative Hamilton:

Thank you very much for inviting me and the Natural 
Resources Defense Council (NRDC) to contribute to your review of 
U.S. foreign assistance programs. NRDC, a national environmental 
organization with more than 80,000 members, has been active since 
1975 in influencing U.S. foreign assistance policies. We have 
cooperated with your Committee for more than ten years in 
numerous amendments to the Foreign Assistance Act to make U.S. 
bilateral aid more environmentally sound and sustainable, and in 
oversight efforts to the same end. For the last five years, we 
have worked with the Congress in a remarkably successful campaign 
to improve the environmental performance of the multilateral 
banks.

Summary

Most of this letter consists of answers to the specific 
questions posed in your letter of May 23. However, we would like 
to begin with a summary. to give you the gist of our thinking.

o The Congress should establish a tramework for U.S. foreign 
assistance encompassing all our relevant relationships with 
developing nations — debt, trade, defense, and assistance 
— and procedures for setting specific assistance goals 
within that framework.

o The Congress should specify that the overall goal of U.S.'

that is environmentally sustainable. U.S. bilateral 
assistance should be required to focus tightly on three

d

assistance is sustainable development; economic progress
b
focus tig

goals ; (1) promoting environmentally sound food production, 
enhancing the agricultural resource base, and conserving 
biological diversity; (2) promoting environmentally sound 
energy development, with an emphasis on energy assistance 
designed to meet human needs while minimizing global 
warming; and (3) meeting needs for voluntary family planning 
services.

100% Xtryclnl Piper New York Office 
122 East 42nd Street 
NewYork, NewYork 10168
212949-0049

Western Office: 
90 New Montgomery 
San Francisco. CA 94205 
415 777-0220

New England'Office: 
850 Boston tost Road 
Stubury.Mi \01776 
617443-6300 —

Toxic Substances 
Information Line: '' 
USA: 1-800 648-NRDC\V 
NYS: 212 687-6862



o The Congress should enforce these bilateral priorities by 
specifying, through earmarks and other methods, what 
proportion of the available resources should go to specific 
functional areas and regions of the world. Dollar earmarks 
often will be the least intrusive way of doing this.

o U.S. bilateral aid should focus on on-the-ground development 
that is participatory and relatively small-scale.There 
should be a clear statutory requirement that affected people 
must participate in U.S.-supported development activities at 
all stages.

o The priorities just recommended should apply to bilateral 
assistance delivered through ESF.

o USAID or its successor should not rely so much on
contractors and should employ a staff adequate to make the 
agency a world leader in the three priority areas listed 
above.The agency should rely on PVOs, NGOs, and on ex- 
Peace Corps personnel to save money in actual project 
administration.

o The united States should continue aggressively to seekage 
ullreforms in the activities of the multilateral development 

banks and other multilateral agencies, with the aim of 
ensuring that the development they support is cost-effective 
and sustainable. The development they support should be 
participatory (requiring among other things that they adopt 
freedom-of-information procedures), and they should avoid 
huge "mega-projects."

in view of the fact that the industrialized nations are on 
balance extracting capital from developing countries, the 
Congress should require forgiveness of official debts owed 
to us by the poorest nations and require that debt flows be 
considered in formulating foreign assistance policy.

The congress should establish methods for identifying the 
benefits to our nation of development assistance -- 
economic, environmental, and strategic — and a budget 
process that compares these benefits with those from other 
expenditures (including defense).

The Congress should ensure that the U.S. public is told 
about the overall benefits of U.S. foreign aid and its 
specific successes.The public constituency for foreign aid 
will grow substantially if these facts become known.

0°
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June 30, 1988

Representative Lee Hamilton 
Congress of the United States 
Committee on Foreign Affairs 
House of Representatives 
The Capitol Building 
Washington, D.C. 20515

Dear Representative Hamilton:

While I was in Washington, D.C. for the RESULTS national conference 
I saw your letter to Sam Harris requesting his input into the re-write 
of the U.S. Foreign Assistance Act. I want to comment that I very 
much appreciate the acknowledgement of RESULTS that your request 
was.

Sam specifically asked that these of us volunteers for RESULTS who 
might like to respond to your request not pester you with our ideas 
individually, but rather write them in to the office in D.C. where they 
could be organized and passed on as an entire body of ideas. 
However, when I spoke to Michael Rigby last week it sounded as 
though they might not be assembling a formal, written response to 
you at all since they are in frequent informal contact with your staff 
or with others who are working on the Foreign Assistance Act.

So I can't resist contacting you with a couple of suggestions:

* Something should be said to acknowledge that although food aid is 
the appropriate response to a famine, it is potentially damaging to 
incentives for local fanners to grow food surpluses and is therefore 
counter-productive to establishing food self-sufficiency. Farmers 
and agribusinessmen, especially the latter, need to be told that the 
latest thinking among economists is that ultimately the South will be 
a better customer of U.S. agricultural products if the people of the 
South can become un-poor enough to qualify as consumers. To do 
this, they must be able to have such basic human requirements as 
food readily available within their own economies.



* The focus of our foreign assistance should, therefore, in our own 
interest, as producers of both agricultural and manufactured 
products, be the people of the South who are at this time so poor as 
to be outside C c "market" altogether. We can frame this in terms of 
ending hunger, ending poverty, ending man's inhumanity to man, 
serving justice, serving our own interests, serving to better global 
stability, or whatever "sells" as far as I'm concerned.

I've enclosed a piece I wrote that appeared in Seattle's leading 
newspaper today, which bears on this subject. It mentions the 
possibility of including the Global Poverty Reduction Act wholesale in 
the new Foreign Assistance Act. I hope you will consider this 
possibility.

I've also enclosed a brochure from the Campaign To End Hunger, a 
national education effort reaching millions of Americans daily 
through radio and television, with which I am now working. It 
outline: a few reasons beyond the ones I have mentioned that it is in 
the interest of us all to end the grotesque poverty which still 
disfigures our global society.

Thank you very much for your work on the Foreign Affairs 
Committee. I hope you will consider using the Campaign To End 
Hunger as a resource in the future. We will always be delighted to 
hear from you and will help in any way we can.

Very best regards,

Carla Cole
Director of the Campaign

V



GANGA KAVERI BHAGIRATHI TRUST
6326 Woodmere Court, Flint, Michigan 48504 TeL (313) 732-0115

June 27, 1988

Honorable Members 
Mr. Hamilton and

of Congress 
Mr. GUI man

The Trust thankfully acknowledges the letter from tha committee on 
Foreign Affairs. He are very grateful to you for giving us this 
opportunity to express our views on the policy towards U.S. Foreign 
Assistance Programs.

After
settled In 
stream of 
resources.

World Uar II, Immigrants from different nations came and 
the United States of America. They have become part of main 
America. They brought with them, rich human cultural 
They also have some affinity towards their motherland.

If U.S. Assistance Program helps the growth of such cultural
resources In the countries of their origin, they certainly appreciate
v remendously. They can 1n turn act as alien ambassadors of America when
'hey visit their homeland. They also Mill have the United States
Interest because of their living experience of this country. Through
this enrichment, the U.S. Assistance could bring economic, cultural and
human development. This will be the constituency of U.S. Foreign
.Assistance Program (1).

There are many organizations 1n the United States Mho would like to 
serve their country of origin as an act of service to their home country. 
These organizations are more likely to render help to those who really 
deserve 1n those countries of recipients than the local organizations In 
those countries, or the government agencies of those countries.

The
directed 
effective

United States Foreign Assistance Program should perhaps be 
to work with those United States based organizations for 
and efficient use of limited funds available.

Our
solut1ons 
drought and 
thousands of 
with drought. 
It Is noted 
considering

organization Is constituted to study and analyse 
to the extremely serious human problems In India, 

floods. The two devastating human calamities 
human and animal lives. One-third of India 1 
The statistical data Is somewhat sketchy and 

that at least S500,000,000 worth of loss Is not 
the flood damage of north eastern provinces

stricken western and southern provinces. Many 
Restitute Insplte of possessing cultivable land.

people

long term 
namely the 

have costed 
s afflicted 
Incomplete, 

surpr1se 
and drought 
have become

It Is our belief that the United States Foreign
1f the funds are directed to such human needs.

Aid will serve well

Irrigation Is the backbone of India and water Is the power

CANCA-KAVER1 LINK FOR PROSPERITY AND INTEGRATION OF INDIA V

wr»u PBOCTT t*jn T»Y



age
Junt

i wo 
27, 1988

When aid comes In time of need/ there Is no question of looking for 
a better relationship as It Is an Imperative act of friendship and hence, 
furtherance of all other mutual understanding. United States can be an 
Influential power only when It works with agencies with dedicated people 
to serve human needs rather than governmental agencies who heve a vested 
Interest. In fact/ many governmental agencies In many recipient 
countries have been Ineffective 1n promoting human growth and United 
States agencies have known this.

We believe the following measures Mould benefit recipients and also 
serve the United States Interests from long term point of view.

1. Direct the funds to be utilized through organizations which are 
formed by dedicated volunteers to serve human needs.

2. Organizations should objectively evaluate their activities and 
promote United States Interest while human needs are being taken care of.

3. There should be a center 1n one or many universities who could 
onltor the aid and It's utilization.

4. Members of people orientated organizations based In the United 
States working at grassroot level Mill help In decision making better 
than organization with selfish Interest.

5. United States agencies can avail the services of these United 
States resident organizations who are more likely to help the United 
States Interest at the same time helping recipients.

6. The United States based agency Is capable of accounting better 
than agencies In recipient countries.

We are sending this Interim response to the Inquiry to meet the 
deadline. We would like to communicate farther and be happy to 
participate In the discussion on this particular subject.

Yours Slncereljj^

M. Nagaraju, 
Pres 1d*nt

M.D.



TO:

Committee on foreign Sffair*
August 3, 1988

The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Oilman

FROM: Vie Zangla

SUBJECT: Task Force Meeting with Interaction, the American Council for 
Voluntary International Action, July 27, 1988

Task force staff met with 33 principal officials of U.S. private 
voluntary organizations (see attached list; to discuss PVO relationships 
with and participation in £7.5. foreign assistance policy and programs. The 
meeting was co-chaired by James MacCrocken, Executive Director, Christian 
Children's Fund, and George Ingram of the Committee.

The one and a half hour meeting began with short presentations of five 
issues/concerns/suggestions apparently shared by all or most of the PVO 
representatives in attendance. These, along with subsequent comments and 
views, are numbered and summarized as follows:

1. A legislated mechanism or board should be established so that the 
PVD community would have a formal means of participating in the U.S. 
foreign economic policy process (not just with AID). Such a statutory role 
would tend to unify the PVO community and bring its expertise and 
grassroots capabilities into the international policy frameworlc of the U.S. 
Government. It would allow dialogue, for example, on allocation of funds, 
approval of PVO activities, and evaluation and oversight of PVO-related 
programs. Something like BIPAD (Board for International Food and 
Agricultural Development; in Title XII of the foreign Assistance Act, is 
envisioned. Other comments:

— There is a need for a sustained form of consultation with the 
U.S. Government. (The Advisory Cbranission on Voluntary Aid does 
not go beyond AID;.

— At present PVO interaction with U.S. Government is too ad hoc.

— There is a need to meet and talk out problems and ways to address 
them. For examplef Africa presents a different set of problems 
than found elsewhere.

— Meed a forum to receive and filter through reports and experience 
from the field and to share what has been learned.

— PVQs do not contribute to the planning and designing of programs



as they should. AID/PVO talks about being part of the AID CDSS 
(planning) process have not been fruitful; the PVQs are talking 
about much broader participation in £7.5. Government policy 
formulation. (As an example, the development impact of refugee 
assistance gets lost between agencies.)

— Creating a foundation for PVDs is a longer range proposal; a new 
entity splitting PVOs off with a piece of the pie is not what is 
wanted; PVOs want to be part of the overall policy dialogue/ 
contributing their ideas.

— .European states' relationship with their PVOs approximates what 
U.S. PVOs would like: a formalized means of consultation before 
the U.S. Government decides on policy and on how to spend 
development funds.

— PVDs want to come together as partners and Americans with the 
U.S. Government on what they can do in foreign aid. A 
partnership relationship with AID has not yet developed.

2. We need an understanding of the tern "humanitarian" in U.S. 
foreign assistance, perhaps getting back to a more traditional use of the 
word* It should not be used in a cynical way.

3. Sustainable development, with strong consideration of impact on 
the environment, should be a £7.5. foreign policy priority.

4. Greater flexibility in U.S. policy and funding for refugee relief 
is needed. The current budget process, even with emergency contingency 
funds, does not provide the flexibility needed to deal with fast-paced 
current events* There should be a way to get money when needed.

5. Resource allocations to PVOs need to be increased if PVQs are to 
be used as channels for greater assistance to people at the grassroots 
level. Effective nucrodevelopment (Versus marcodevelopmentj calls for the 
application of greater resources. The Hellinger book (Aid for Just 
Development; and meeting participants acknowledge a growing world movement 
of grass roots development fostered by local groups, and the growing 
effectiveness of these groups as development channels. Other comments on 
this subject:

— PVO's have discovered the strengths of indigenous NGOs and have 
no problems with micro-level WGO efforts. However, American PVQs 
sense peril in having relationships with indigenous NGOs because 
government-to-government PVD relationship may be at odds with 
indigenous NGO activities.

Other Cbmments and Views;

— Short term poverty alleviation cannot be a substitute for Icktg 
term development.

— fcfe should look at development as a sustainable integrated process 
with people, PVOs, and governments in partnership, foreign aid

.0



needs to be recast in this light.

— ".attainable development" includes the environment, population/ 
health, food/ agriculture and energy.

— Reporting and auditing requirements imposed legislatively and by 
AID are time consuming and costly.

At the meeting staff observed a certain degree of unity on a variety 
of subjects among FVO officials, in contrast with the general perception of 
disunity and intense competition among PVOs. However, many of the themes 
discussed (need for dialogue, etc.; have been raised for at least a decade. 
Finally, the JVO representatives were invited to subnut in writing to the 
Cbrrmittee any further thoughts on the subjects discussed or other issues 
they might wish to discuss.



(I Committee on Joret'p Sffainf
July 28, 1988

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A. Oilman

FROM: Vie Zanlga

SUBJECT: Summary of response to foreign aid inquiry letter from Raymond 
Hopkins, Swarthmore College

Mr. Hopkins' responses focused on problems of hunger and the role of 
food aid as carried out under P.L. 480. He points out that desirable 
improvements in food aid pertain to other categories of foreign assistance 
as well.

— Major roles for Congress are: (1) establishing priorities for the 
use of (150) account funds; (2) setting authorization and allocation levels; 
and (3) providing oversight for program execution.

— Detailed legislative language shows a tendency to micromsnage 
executive branch activity; this results in lawyers and auditors driving up 
program costs with few gains in efficiency or effectiveness.

— Moving personnel every two to four years means low accountability. 
Few incentives exist for officials to take risks to get effective results; 
but incentives are high to avoid criticisms; thus, otherwise industrious 
people are frustrated by the system they confront. Bureaucratic 
sluggishness/ inertia/ and irresponsibility predominate executive branch 
activity.

— Multiple objectives/ including reducing U.S. surpluses/ are 
irrational in today's world. The overriding objectives of food aid should 
be development. All other domestic short-term interests such as benefiting 
American faaers through U.S. comwodity exports, should be ancillary 
benefits.

— The distribution of food aid to a wide range of recipients/ 
particularly in small amounts/ might be seen as a marginal and inefficient 
dispersal of resources. A justification exists/ however/ for widely 
dispersing food aid. This is its role as a model program targeted on a 
particular probleo — hunger. Unlike other forms of assistance/ 
particularly large capital projects/ food aid can provide a prototype and a 
symbol for enhancing the recipient countries' overall effort to alleviate 
hunger/ targeting its resources toward whose most in need.



— World Bank consultative groups and UNDP round tables nave been 
marginal with respect to coordinating food aid. Greater changes in the 
conditions of need and the lag in information on cotnnitments and shipments 
of food call for substantial improvement in donor coordination and shared 
responsibility. Much remains to be done with respect to information systems 
and regularized channels of coordination anong the principal officials 
responsible for food aid on a day-to-day basis.

— The surplus disposal and trade development elements/ lodged 
principally in Title I, should be funded solely from reflows on earlier 
Title I concessionary sales. These reflows to the CCC could be authorized 
each year to provide an opportunity for the USDA and the State Department to 
allocate new concessionary sales under the Title I program.

— Immediate political and military considerations, such as human 
rights/ base rights, and so on ire rarely leveraged by food aid. Often 
these serve as mere justifications for expending resources from the P.L. 480 
line when there are shortfalls in other parts of the foreign assistance 
accounts.

— The entire (150) account appropriation for P.L. 480 should go 
directly to grant assistance. Currently, availability of agricultural 
commodities and State Department diplomatic considerations are taken into 
account as commitments are made. This would continue but with a single, 
more coherent and hunger responsive food aid resource. In addition to the 
food grant/ the very poorest of countries should receive additional help 
through the U.S. paying for shipping costs and providing associated 
development funds to malce food aid projects work.

— Progress within this more focused program could be evaluated by 
locking directly for gains in the food system and nutrition of recipient 
countries over a reasonable length of time, i.e., five to ten years.

— A dedicated, sincerep and coherent program of foreign assistance 
can be justified on the basis of U.S. long-term interests in promoting a 
stable and developed system of nations in the world. Mien short-terra 
military, political/ and trade interests become enmeshed in the foreign 
assistance uses/ cynicism and confusion grows among the Anerican population 
generally while the interest base supporting food aid or foreign assistance 
becomes more narrow.

V



Committee on foreign JSffairt
July 28, 1988

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FRCW: Beth ford

SUBJECT: Summary of response to foreign aid inquiry letter from William 
E. lavery, Chairman/ Board for International food and 
Agricultural Development (BIFAD)

— The four roles of Congress in foreign assistance are defining the 
objectives of the programs, authorizing programs, appropriating funds, and 
evaluating the extent to which the goals and objectives of the program are 
net; agencies charged with implementing these programs should be allowed to 
do so with "minimal congressional oversight."

— A few overriding objectives/ aimed at the C7.S. 's comparative 
advantage as a donor, are preferable to many specific objectives; the 
continually changing focus of specific objectives cakes the management of 
the foreign assistance program less effective} in addition/ new units 
designed to handle specific issues may be created and never disbanded after 
the objectives har» changed.

— There should be greater donor coordination/ not only on specific 
programs/ but on the overriding objectives as well.

— Objectives should include: (1) Sector eaphasis on; agricultural 
sustainabilitu, health, nutrition, education/ population, environment and 
natural resources/ and developing an appropriate policy framework: within 
the recipient country/ ^nd (2) structural emphasis on: developing 
institutions capable of sustainable performance, and infrastructure 
development such as urban planning.

— Conventional assistance still appropriate for LDCs, but more 
cooperative programs should >e developed for the ADCs.

— Sane ADCs (such as Brazil, Ivory Coast and Colombia; should be 
added to the list of countries receiving foreign assistance; sane LDCs 
where there is little or no chance for development assistance to be 
effective should be dropped from the list.

. — The decisicnmaJung process within AID needs to be streamlined, 
continuing the decentralization of decisions under mission control; 
programming procedures within AID frequently impede implementation of 
development programs and projects.

\^



Committee on /oreign Sffair*
July 21, 1988

TO: 3ne Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FROM; vie Zangla

SUBJECT; Summary of response to foreign add inquiry letter from Charles 
L. Sykes, Assistant Executive Director, CME

Mr. Syfces offered the following observations in an 5-page response 
which/ he reported/ did not necessarily reflect the views of his 
organization*

Dole of* Congress:

— The word "foreign" should be expunged from describing U.S. 
relationships with other nations; use "international assistance" or 
"cooperation account"/

— support non—totalitarian developing nations committed to meeting 
basic human needs; and also support programs that develop countries 
financial capacities to sustain themselves;

— Recognize that economic and social assistance to developing 
nations strengthens mutual political and trade relations/

— Provide a policy base which not only guides our relations with 
other nations but also reflects the values of our society. Congress should 
appropriate money and oversee expenditures consistent with such policy. If 
the allocations of economic development assistance resources to "friendly" 
countries is not based on shared human values, but on strategic location/ 
military access/ and U.N. voting records/ a double standard or 
relationshipt develops which undermines the political/ economic/ and social 
thrust of the U.S. international assistance program;

— Congress should structure a more results-oriented policy 
frameworJc and wort with the executive branch to restructure agency 
responsibilities for carrying out the U.S. international assistance
program*

Jfeltiple Objectives:
*

— Section 101 of the foreign Assistance Act and section 712 of the 
International Security and Development Cboperation Act of 1981 eloquently 
state U.S. overriding objectives for development. Given these objectives/



the increasing militarization and politicization of the (ISO) account is 
questionable. The entire subaccount structure should be reexamined.

Mix of Assistance;

— Everything from the Peace Cbrps to advanced weaponry is found in 
the U.S. assistance programs. The issue of appropriateness is a function 
of the executive branch, the Congress, lobbying groups, and the recipient 
countries — and the poorest countries are the weakest participants in this 
process.

— Congress should examine the potential links between the 
multilateral development banfcs, the bilateral aid program, and the micro- 
development efforts of WGOs. These aid channels, along with other non-U.S. 
bilateral programs, point up the need for greater cooperation and 
consultation with respect to the appropriateness.

— When countries (like the NICs) nave into a trade rather than aid 
relationship, U.S. resources should be shifted to other regions where 
greater need exists.

— ^Conventional assistance" if it includes appropriate technical 
and resource aid, and poverty alleviation grounded In health, education, 
microenterprise, and self-help measures, is the best way to pursue 
development relationships. However, a country-by-country and regipn-by 
region analysis of need is required to arrive at the right blend and mix of 
"conventional assistance. "

— Should peace prevail in Afghanistan, Kampuchea, Laos, and 
Nicaragua, the C/.5. and the Soviet Uiion should help clear the mines from 
the countryside.

fleaource Constraints:

— The U.S. aid program works in watertight compartments with 
health, population, nutrition, agriculture, and science and technology 
divisions engrossed in their areas of responsibility rather than 
integrating their efforts. An integrated approach to development will get 
more mileage out of limited resources. This lade of integration is also 
reflected in the Congress where jurisdiction for multilateral development 
ban* funding and bilateral program funding is in different committees.

— Coordination within U.S. Government needs to be expanded and 
final authority limited. Mate AID Administrator the final authority on 
P.L. 480 , Title II food programs, for example. Right now, the 
Administrator can be vetoed by CM9, State, USM, and sometimes Treasury. 
Population, health, nutrition, food aid, and science and technology are 
separate divisions all vying for the same limited resources, with little 
cross-fertilization of program efforts.

— Private organizations have grown in number, complexity, and 
competence. They need a congressional ly created institutional relationship
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with the U.S. Government. A quasi-governmental institute or foundation is 
needed with a Board of Directors from Congress, AID, and the PVOst charged 
with streamlining the t/.S./PVO relationship and partnership.

— Need more institutional exchange between donors. A more 
important question to asfc about U.S. assistance is not "is it in the 
national interest?" but "is it in the international interest?" 
Consultation and coordination with host country recipients needs 
improvement.

Organisational Structure:

— Clearly delegate authority, reduce multiple agency veto authority 
and hold people responsible for measurable results. Deduce over-reliance 
on hiring outside consultants and encourage sufficient full-time 
professional AID staffing.

Accountability:

— The Congress oust insist on not only accountability/ but also on 
results measured against clear objectives. Those programs which dispense 
large doses of resources to a few countries with minimal or no accounting 
or stewardship and marginal economic development benefits clearly need to 
be addressed.

Constituency:

— International assistance has a variety of constituencies/ e.g. 
the environmentalists/ the population groups, the CIA, the U.S. Cbomittee 
for ONXCEF/ the cooperative movement, the Bretton Hoods Cbnmittee, the 
Atlantic Council, the labor movement, the ford and Jtodtefeller foundations, 
the Churches, the Israeli and the Gteek PACs and the PVOs.

— Jtoper polls suggest that "to develop a public opinion that is 
positive towards 'foreign' aid would require demonstrating that 'foreign' 
aid, in addition to what it does for 'them', does more for 'us* than if the 
sane money were spent at hone. It would also require demonstration that 
the money does get to the right people in the right countries and, further/ 
demonstration that is has gained us valuable allies.'

— Moat of the money spent under the 'foreign* economic and military 
aid programs involve contracts that benefit American firms and their 
employees. Thus, most of the money spent on so-called "foreign' aid never 
leaves the U.S. and has the effect of promoting the American economy and 
U.S. citizens more than it does the pecple of the 'underdeveloped* 
countries that it is ostensibly designed to benefit.

— Congress should as* CK5 and CBO to do a joint in-depth analysis 
of the benefits accruing to the C/.S. , in terms of economic activity and 
jobs. It would also be enlightening to fcnow how much of the international 
assistance budget is spent in the U.S. and how much literally moves 
overseas.

— However, there will never be any great enthusiasm by the public for

A



the U.S. to play a central role in assisting other countries if there is a 
perception that we are not adequately dealingr with domestic issues relating 
to hunger/ homelessness, and other manifestations of poverty.



Committee on foreign flffafr*
July 27, 1988

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FROM: Beth Ford

SUBJECT: Suwwry of response to foreign aid inquiry letter from Robert 
W. Mashek

Mr. Mashekf who is In the process of leaving government service/ tiss 
served with the Office of Management and Budget/ the Department of Statef 
and/ most recently/ spent 17 years with the Inter-American foundation.

Mr. Mashek makes the following observations:

— The current foreign assistance progran needs to be coopletely 
revamped to eliminate the deadlock between competing interests that have 
made the prograa ineffective; currently/ the program does little to advance 
development or cement long-term relationships for the U.S.

— The foreign assistance prograa should be based on a more 
cooperative approach to development; institutions of developing countries 
should play a more active role in development in order to assure greater 
sustainability.

— Programs should bo designed to share information/ methods/ and 
techniques/ rather than focusing on capital transfers and the 
implementation of massive projects} large scale lending for infrastructure 
development should be left to institutions like the World Ban*.

— foreign assistance should become a technical cooperation program 
that is diversified and flexible/ is an exchange of information/ people, 
and missions, is autonomous from short-tern diplccacy, and is housed in a 
small U.S. agency which would act as a broker of expertise and experience.
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Committee on ;f oreign fiffair*
July 26, 19S8

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Oilman

FPCM: Beth Ford

SUBJECT: Summary of response to foreign aid inquiry letter from Mr.
Arthur fi. Keys/ Jr., Beecutive Director/ Interfaith Action for 
Ebooomic Justice

— foreign aid does nave a constituency, if the term foreign aid is 
meant to define programs which assist poor people in the Third Mbrld; 
however, the support for foreign aid that does exist is declining due to 
the perception that foreign assistance has become too militarized/ 
development assistance programs have not achieved what they were designed 
to achieve/ and assistance in general has benefitted the rich rather than 
the poor, both abroad and in the United States;

— The primary objective of U.S. foreign assistance should he the 
promotion of Third World self-determination and self-reliance through a 
process of participatory, equitable sustainable development; this objective 
should be achieved through greater use of local resources/ skills/ and 
technologies and greater local consultation;

— The role of poverty in creating instability in the Third Nbrld 
has been underestimated; linfcs between security and development should be 
explored to broaden the concept of security to include economic concerns;

— There should be a substantial reduction in military assistance 
and a careful examination of any potential military aid recipients; also, 
consideration should be given to shifting military assistance from the 
(150) budget function to the Defense Budget;

— The fact that ESP is mostly a political form of assistance 
concentrated in few countries and not tied to developnent objectives 
detracts from its potential of meeting human needs; consideration should be 
given to eliminating £SF/ creating a security assistance fund for the 
Middle fast and the base rights countries/ and merging all other ESP with 
development assistance in a new "international development cooperation 
fund;

— Greater emphasis should be placed en U.S. participation in 
multilateral organizations;

— Kith respect to organizational issues/ consideration should be



given to funding PVOs through an autonomous institution and eliminating 
some structures which have outlived their usefulness, such as IDGft, OPIC, 
and filfAD;

— There is little chance that U.S. foreign assistance will be 
effective unless sane solution to the Third World debt crisis is found; 
U.S. should consider following the Canadian/French/British example of 
either cancelling debts/ reducing then/ or turning them into development 
grants.

V



Committee on .foreign affair*
July 22, 1988

TO: The Honorable Lee H. Hamilton 
The Honorable Benjamin A* Oilman

FROM: Vie Zangla

SUBJECT: Summary of response from Lawrence A. Pezzullo, Executive 
Director/ Catholic Relief Services

In Garmenting on the future direction and organizational structure of 
U.S. foreign assistance programs/ Mr. Pezzullo suggests:

— The 0.S. should commit its fair share of resources for a more 
prosperous and peaceful world community* National interests 
Mould be enhanced by shunning narrow interpretations that support 
special interests in and out of government;

— .Resources for relief and development should be used primarily to 
raise the level of poor people in poor countries and to enhance 
their dignity/ self-reliance/ and equity;

— The concept of development/ in addition to material sufficiency/ 
should include respect for human rights/ individual freedoms to 
achieve full potential/ and a regard for the environment;

— In addressing poverty/ developed countries must integrate into a 
coherant policy their actions on foreign aid/ including debt/ 
trade/ private investment/ and technology transfer.

Bale of Congress: Establish broad policy for U.S. relations with 
developing countries; determine levels of resources; exercise oversight; set 
priorities.

ItiTf-fple Gbjectifesr Foreign aid legislation needs complete overhaul; it 
is a complex/ confusing/ and often conflicting jumble of priorities; 
distinguish purposes clearly and allocate resources accordingly.

JAiltiple Recipients: Number of countries and right mix of aid measures 
should be based on a country-by-ncountry analysis including economic data/ 
incidence of poverty/ government ccmitment/ role of other donors/ and debt 
and trade problems; mixing political and development priorities results in aid 
package not always appropriate to countries' real needs.

Financial Constraints: U.S. political leaders have lowered priority

V



given to foreign aid and have diluted it by mixing it with military and 
related programs; leadership, clear purpose, credible delivery systems, and 
recognition that a prosperous world serves U.S. interests will elicit popular 
support for expanded aid programs.

Coordination: Donor coordination through consultation groups is 
increasing. Red tape in AID/PVO relationships has become alarming. Mandated 
audit and accounting procedures require as much or more time and effort as 
supporting projects; no clear leadership in policy and coordination among 
numerous U.S. agencies with responsibility foe various aspects of U.S. 
relationships with LDCs; need clear policy giving priority to development aid 
and a mandate to enforce that policy among U.S. agencies involved.

Organisational Structures Separate U.S. political and security interest 
accounts from those for humanitarian and long-term development.

Accountability; Maintain reasonable standards to assure integrity and 
credibility of the aid programs with the American people.

Constituency: The constituency exists, but has not been Men-mobilized 
because the message has been jaded; need a high priority and a clearly stated 
rationale that prosperous world neighbors increase U.S. veil-being and 
security.

17.5. foreign aid strategy should include proper balance between 
bilateral and multilateral channels! shift more development resources toward 
multilateral institutions; pursue cost-effectiveness in international 
development institutions through U.S. participation; food aid is important and 
can supplement other resources; necessary logistic costs and non-food project 
inputs can be financed through dollar resources and C7.S. generated local 
currencies.

\



United States
General Accounting Office
Washington, D.C. 20548

National Security and 
International Affaire Division

B-225870

August 1, 1988

The Honorable Lee H. Hamilton 
Bouse of Representatives

Dear Mr. Hamilton:

This letter and its enclosures are our preliminary response 
to your request that we identify key issues relating to the 
foreign economic assistance program. He did not focus on 
the benefits derived from foreign economic assistance; 
rather, in response to your request, this letter discusses 
various problems we have found In our work over the year* 
Enclosure I provides background on the assistance program 
and enclosure II specific details on issues/problems.

Below are some of the more prominent bilateral assistance 
issues we identified.

— Assistance projects are often undermined by the failurt 
of recipient governments to provide agreed counterpart 
funding and recurrent cost financing*

— The United States has had significant difficulties in* 
affectively using food aid and Economic Support Fund 
assistance to achieve economic development and policy 
reform goals.

— Accountability and control over cash transfer an* 
local «RPOEtocy programs* are not fully sufficient to 
ensure that assistance is used for intended purposes. 
Alsoi adequate attention is not given to the financial 
management deficiencies of recipients.

— The impact of U.S. assistance is eroded by the 
deteriorating international debt situation;

— Development assistance programs in narcotics producing 
and trafficking countries have not effectively 
contributed to narcotics reduction goals*.

— Acquired Immune Deficiency Syndrome may have profound 
economic and social impacts on developing countries and 
•ay increase the demands for U.S. assistance''

V
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Our analysis also indicates that the Agency for 
International Development (AID)? has encountered significant 
management problems in financial management, contracting/- 
program budgeting, project planning* and Monitoring. 
Management of critical programs is further complicated by 
AID's decentralized operations in numerous developing 
countries, the increased number of projects, and direct- 
hire staff limitations.

He believe several matters deserve congressional 
consideration. These center on uftoftfcat policy makers 
should:

— Structure 0.S. assistance acre in line with the'
capability of recipients to support projects*: Options 
include emphasizing projects which lessen the 
administrative and financial burden on recipients, 
stressing alternatives to project assistance, and 
making new and continued project funding contingent on 
recipient compliance with counterpart and recurrent 
cost funding agreements.

— Develop budget strategies that minimise the pipeline* 
problem, explore alternative* fjb programming *ry 
functional accounts', and a*res*line rtprogrouting/
requirements.

—— Focus AID programs on more manageable units by
addressing the cost effectiveness of programs. Options 
include decreasing the total somber of countries' in 
which AID missions and field offices are located, 
concentrating AID resources and personnel OB k»yf 
countries! and mmifctaisftng a liartted/ in-country presence 
through TT f jpf-itBr mt*ff mother nationsf and

resources om * fewe* number of larger* 
and setting a minimum funding level per 

project.

>an overall dcfet relief policyrthat determines 
(1) how much aid is needed, the U.S. share, and the 
most appropriate mechanisms, and (2) the role of 
private banks and how (if at all) such aid should be 
linked to official assistance.

Matters encompassing procedural, management, and 
operational changes in the bilateral program may be more 
easily addressed. Examples include accountability 
requirements for cash transfers and .special accounts and
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providing adequate verification of transactions and audit 
coverage; developing a fully integrated AID financial 
management system; and reexamining AID contracting 
policies/procedures/practices to ensure equity, cost 
control, and program effectiveness.

In the multilateral assistance art*, our analysis indicates 
the need (1) for better management of U.S. participation in 
international organizations, (2) to further strengthen 
internal evaluation system* and the Joint Inspection Unit 
of the United Nations, (3) to further strengthen the 
independent evaluation systems of the multilateral banks, 
and (4) for a reliable 0.8. policf for assessed payaentt to 
the United Nations.

We hope that this analysis will help the committee in its 
consideration of the foreign aid program. We recognize 
that the committee is working with AID and others to see 
whether modifications to tfce legislative framework for 
foreign economic assistance are needed, if we can be of 
any assistance in this area, please let us know. •

Sincerely yours,

-]V

Frank C. Conahan
Assistant Comptroller General

Enclosures - 2

\



Committee on Jforeign
September f* 1988

MBfXMNDO*

TO: The Honorable Lee H. Hamilton
The Honorable Benjamin A. Gilman

FSQi: Margaret Goodman 
Vie Zangla

SOBJSCT: Members and Task Force Meeting with Stephen and Douglas Heilinger, 
coauthors of "Aid for Just Development" (1988), and their associate 
Addy Martin.

On August 9, 1988 Reps, F&scell, Hamilton and Gilman joined in an . 
informal discussion of foreign aid based largely on the Hel lingers 1 book and 
their conclusions and recommendations for redirecting and restructuring the 
U.S. foreign assistance program. (See attached outline) The Hellingers' 
findings and suggestions are based generally upon the premise of a . 
development "gap" between the realities in the Third hbrld and how these 
r "lities are seen among development agencies. The gap also relates to hew 
development problems are viewed in Washington as compared to how they exist 
in the field. It is argued that the poor know what their needs are; that 
they have the capability to define and carry out their own development/ but 
that they are seldom consulted and often ignored.

Citing ten years of extensive worldwide experience with the Mbrld Bank, 
AID, PVOs and other aid institutions, the Hellingers and their group say that 
£7.5. foreign aid has been generally ineffective; has been used for short-term 
political/ security and eccexznic objectives at the expense of long-term 
development objectives; has been channelled through public and private 
entities that do not represent the poor; and has been subjected t"> an 
entrenched aid lobby that promotes special interests and obscures local 
realities in the less developed countries. They feel that fully engaging 
local populations in the development process can achieve- not only equitable 
development but also social and political stability.

The group nates a number of proposals: It calls for a reconstituted/ 
autonomous AID with a board of directors and a strictly development mandate; 
separation of political and security assistance from development aid; 
decentralizing most AID Washington functions to regional offices; reducing 
the AID budget to natch the capacity of implementing organizations with funds 
limited to "do-able" projects and made available on a multi-year basis; 
eliminating functional accounts; reducing tied aid and U.S. contractors in

A summary of the book, dated July 12, 1988, has been provided to Committee 
members.



favor of using more Third World expertise; establishing new Asian and Pacific 
development foundations; and establishing an autonomous public foundation for 
Pros. The group has several suggestions involving the World Bank and other 
multilateral development banks such as working more with bilateral 
institutions and local poor people, and making Bank records and reports 
accessible to the public and Congress for oversight and accountability.

Mr. Hamilton commented on whether the Lhited States is helping to cause 
instability in the Third World in light of what has been happening some 
places/ such as land being taken away from people and services and wages 
being cut. Gammon people are becoming ever more anxious to get a stake in 
solving their problems. And perhaps the State Department and others would 
best serve U.S. interests if multiple purposes/objectives were separated from 
development assistance objectives, for example/ balance of payments support 
and base rights payments in the Philippines might possibly be set out 
separately from development aid. An important task is to demonstrate why 
helping poor people is in the United States 1 interest and promotes growth/ 
stability and pluralism.

Mr. Oilman cautioned against a development institution with so much 
independence that it might weaken the U.S. Government's position in promoting 
U.S. strategic and other interests abroad. At issue is demonstrating the 
kind of U.S. respect and concern for the rights and ambitions of other people 
that would produce results in terms of serving U.S. political interests.

Mr. Fascell/ in addressing proposals for separate funding for PVOs, AID 
and other independent foundations/ emphasized the need for careful structure 
and clear policies, for example/ on how to relate to indigenous groups 
operating with limited administrative abilities; how to effectively engage 
the 701 of people in LDCs who are outside the economic mainstream; and how to 
deal with the elite and governments of LDCs. We noted that a restructured 
AID might be able to divest itself from much of the political content of ESP 
assistance; however the reality of how State and Congress would exercise 
guidance and oversight over an independent AID must be faced. Equally 
important would be the setting of criteria for the allocation of funds among 
relatively independent bodies—perhaps through boards of directors with U.S. 
Government representatives and with long-term Congressional policy guidance.



THE DEVELOPMENT GROUP FOR ALTERNATIVE POLICIES. INC.
J7i« Dndopment GAP

1400! Street. N.W. • Suht 520 • Wtthtatfton. DC 20005 
TtkphoM: (202) 891-1566

OUTLINE OF PRESENTATION TO THE FOREIGN AFFAIRS COMMITTEE
ON RECOMMENDATIONS FOR REDIRECTING AND RESTRUCTURING

THE U.S. FOREIGN ASSISTANCE PROGRAM

en The Develment GA 1

* not-for-profit organization founded in 1977
* purpose is to demonstrate practical alternatives in development 
assistance

* have worked in 30 countries in Latin Aaarica, the Caribbean. 
Africa and the Kiddle East

* have worked extensively vith the World Bank, AID, PVOs, IAF, 
ADF and other aid institutions

* have worked with government institutions, NCOS and grassroots 
organizations in the Third World

* have worked extensively with Congress, particularly the Foreign 
Affairs CoDBittea, on aid policy, the Caribbean, Africa, 
Central Anerica, IAF, ADF, OPIC, etc.

Need for Fundamental Departure in Aid policy and Organisation.

* U.S. bilateral and multilateral aid has been generally 
ineffective in fostering development, whether its focus has 
baen basic human needs or the private sector.

* Aid has been used to promote short-ten political, security and 
economic interests that are not necessarily consistent with 
long-term development objectives.

* Attempting to achieve both sets of objectives through the sane 
aid program has done justice to neither.

* Most of our aid has been channeled t/r rough public and private 
organizations in the South that do not represent the* poor or 
their interests and has thus fostered economic dualism, 
alienation and instability.

s

* Far more can be done with less aid if that aid is channeled 
appropriately.

* The local realities of aid and development in the South have 
been obscured by the well entrenched aid lobby that promotes 
special interests in the North.

* The economic crisis among the Third World poor is reaching 
tragic proportions and is being exacerbated by structural 
adjustment policies and programs promoted by aid agencies.



* Adherence to inappropriate development models has Third World 
countries forever looking outward for resources, markets and 
solutions to their development problems rather than building 
upon local resourcee and creativity*

* The Third World poor have the knowledge and capabilitities to 
define their own development, but they have seldom been 
consulted by policymakers and the mid community.

* The full integration of local populations in the development 
process can yield equitable development and achieve the long- 
term objective of social and political stability.

framework for a New Aid Approach

The following principles should guide a restructuring of the 
U.S. foreign aid program —

* Participation of the poor through their own organizations and 
those that work closely with them: aid organizations should 
underwrite development activities undertaken and/or supported 
by Third World people rather than programs that ignore or 
undermine these efforts.

* Responsiveness to ongoing development activity and to the 
evolution of effective development institutions: to be 
effective, the U.S. development assistance program mist be 
restructured to respond to the evolving capacity and needs of 
local populations and of those local institutions that promote 
equitable development.

* Autonomy of development assistance institutions from the 
pursuit of short-term 0.5* political, security and economic 
objectives: to be able to respond to Third World needs and 
efforts, these institutions must be structurally and 
operationally independent.

* Decentralisation of decisionmaklng responsibility: structural 
autonomy enables internal restructuring and decentralization 
that places responsibility predominately at the field level, 
where decisionmaking can be informed by local reality.

* consultation with local populations to ensure that local 
knowledge and realities are reflected prominently in aid and 
development plans and policies: structured consultation with 
representative Third World organizations would help make badly 
needed micro-macro linkages by ensuring that local perspectives 
are incorporated in development programming and policy 
planning, as well as in project financing.



proposal* for Restructuring U.S. Economic Assistance

* AID should be reconstituted as a streamlined, internally 
decentralized, autonomous institution with a board of directors 
nominated by the President and with a strictly developmental 
mandate.

* Political and security assistance should be separated 
legislatively and adainistratively from development aid and 
placed under the management of the State Department.

* Most AID functions should be decentralized to overseas staff 
experienced in local-level development and located 
predominantly at country "cluster" offices and at provincial 
levels within countries.

* Program aid should be provided to governments that have 
exhibited a commitment to equitable development, with project 
aid available in all countries to effective public and non- 

( governmental organizations.

/ * Development aid should be denied to all governments not
I, promoting equitable development or not allowing the free

functioning of popular organizations, and the State Department
should deny political aid to those governments that do not

v • permit the new AID to operate in their countries.

* The AID budget should be reduced to match overseas funding with 
the absorptive capacity of effective implementing institutions 
and should receive appropriations on a multi-year basis, with 
the expenditure of unutilized funds permitted in subsequent 
years.

* Functional accounts should be eliminated once an independent 
bilateral aid institution is established, tied aid should be 
reduced (so as not to skew local development), and U.S. 
consultants, contractors and researchers should in large part 
be replaced by more relevant Third World expertise.

* The reconstituted AID should build on the smaller-scale 
funding, institution building and learning of the Inter- 
American Foundation, the African Development Foundation, a 
newly established Asian and Pacific Development Foundation, and 
the U.S. PVO community.

* Congress should establish an autonomous public Foundation for 
Private and Voluntary Cooperation to enable PVOs to operate 
independently of AID, to regain their responsiveness to local- 
level initiatives overseas, and to gradually relinquish control 
over overseas operations to the many competent Third World NGOs



that have dev«lcp«d over the paat two decades.

* The World Bank (and the other Multilateral development banks) 
should build upon the work of bilateral aid institutions in 
helping Third World countries to make a structural adjustment 
to greater economic diversification, Integration and ealf- 
reliance.

* The Bank should be made acre responsive to local populations 
through internal changes related to the project cycle, reward 
systems and staffing and through a reduction of its resource 
base that would reduce the pressure on staff for large-scale 
funding.

* IDA funds should be redirected from the poorest countries to 
poor people and programs that address their needs in all 
countries in which the Bank lends.

* The records and reports of the Bank should be made accessible 
to the public and Congress so as to facilitate oversight, 
accountability and public discourse on Bank policies.

* The structuring of a more autonomous development aid program 
through the enactment of a short and unambiguous development 
assistance mandate* would enable Congress to limit ita direct 
involvement to its appropriations function, to a ravisv of 
annual reporting on adherence to that mandate and to 
intermittent field reviews of selected programs and projects.



NOS COMITTEE ON NATIONAL LESUTION 
January 18, 1989

Second St., NE, Washington, DC 20002
(202)547-6000 Office 
(202)547-434.1 update Tape

The Honorable Benjaain Gllman 
Committee on Foreign Affairs 
U.S. House of Representatives 
Washington, D.C. 20515

The Honorable Lee H. Hamilton 
Committee on Foreign Affairs 
U.S. House of Representatives 
Washington, D.C. 20515

Dear Representatives Gilman and Hamilton:

As you prepare your report to the Committee on Foreign Affairs on the findings 
of the Task Force concerning the future direction and organizational structure 
of the U.S. foreign assistance program, ve would like to share the results of 
our own inquiry.

On November 18, FCNL convened a forum on U.S. foreign aid, in which meabers of 
' the environmental, population, religious, and development communities as veil 

as staff of the Task Force and the Foreign Affairs committee addressed the 
question, "Is there a common vision for a revamped foreign aid bill?11 From 
the discussion that afternoon and later, several points became clear to us. 
In particular, ve hope you vill take seriously the promise oft

1) Humanitarian and development mid separated legislativelyf in different 
bills and not just under separate titles, from military and security aid. It 
remains open to question whether this separation entails a risk of cutting 
back humanitarian and development aid, but on the principle that development 
requires a clear and separate manl^ta-, ve believe that it must be tried.

2) Redirected aid. The bulk of U.S. bilateral aid la currently concentrated 
on a few strategic allies, primarily in the Middle Bast. U.S. foreign aid 
should be directed to the reality of the vorld situation, particularly the 
needs of the poorest. Our national security Interests are best served vhen 
U.S. foreign aid promotes Third Vorld self-determination and self-reliance 
through a process of participatory, equitable and austainable development.

3) More grassroots participation In 0.S. development assistance efforts, in 
particular the participation of southern or Third Vorld grassroots, municipal 
and non-governmental organizations in the design, implementation and 
evaluation of projects, programs and policy. People at the grassroots level 
are an Invaluable resource of local knowledge necessary for successful 
development. Furthermore, the right of all people to participate in the 
decisions that affect their lives and their economic, social and political 
reality is central to the process of development, of democracy and of global 
peace and justice.
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Rush Flower Legislative Secretary Nancy C. Alexander Legislative Secreury Cindy Darcy Legislative Secretory

Alison D. Oldham Legislative Action Coordinator Dennis R. O'Brien Development Secretary
David M. Boynton Associate Secretary for Administratio'i v/'
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4\ A balance between Inward and outward orientation of economies* Current 
U.S. development assistance relies to an Inappropriate degree on an export-led 
model of development. Theoretically, the export strategy earns foreign 
exchange for capital developaent. In practice, such a strategy makes a 
country vulnerable to fluctuating coaaodity prices. In the current 
environment of staggering Third World debt, countries are exporting their 
capital to pay debt service and interest rather than investing it to meet 
domestic needs. Debt- and development-driven export production for those 
countries dependent on agricultural and extractive resource production too 
often degrades the natural resource base and supplants production of food for 
local production and basic nutritional needs. Agricultural self-reliance 
should be a top priority In the development goals of U.S. foreign assistance.

5) The need to address the urgency of environment and population issues, 
within the context of development. Three-quarters of the world's people live 
in the Third World, pushed to the edge of existence. U.S. foreign aid should 
support a self-sustaining development process defined by local populations, 
rooted in the availability of productive land for subsistence farmers and In 
the protection and restoration of the natural resource base.

6) A reversal in policy-based lending trends. We feel that it is 
inappropriate for AID to engage In macroeconoaic support. In our view, it has 
neither the staff nor the resource capacity to do so, nor is that an 
appropriate function for a bilateral agency. At the very least, Congress must 
adopt clear guidelines for policy-based lending, that emphasize long-term 
regeneration of economies. The guidelines for policy-based lending should be 
the same as those for project lending and should emphasize human welfare, 
environmental protection, food production, and economic diversification. To 
date, policy-based funding in the for* of structural and sectoral adjustment 
programs has at times Inappropriately promoted export-oriented production, 
often adversely affected the poor cut of the poor, and neglected to involve 
local populations in the adjustment programs.

7) U.S. development assistance that is less directly tied to foreign policy.
It must be managed through a more autonomous structure, an AID that is 
reorganized and institutionally autonomous from the Department of State.

8) Maintaining essential accountability regulations. The difficulties with 
congressional micro-management of developaent assistance through earmarking 
and accountability reporting procedures have been discussed. While red tape 
and resources spent on useless accountability procedures must be cut back, we 
•ust malntan some accountability in a range of areas such as local 
participation in all aspects of development aid, and women in development.

It is our sense that these are the principles held in common by much of the 
NGO community. We are anxious to hear your thinking on the points presented 
above, and are interested in your views on how they could be Integrated into 
your report to the Administration and the full Committee on Foreign Affairs. 
Thank you for your attention.

Sincerely,

/*-*—*-<—( 

Nancy Alexander
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ABSTRACT

Since 1946, Congress has obligated the equivalent in FY 1989 dollars of 

$966 billion of foreign aid. This report provides a broad overview of where 

that aid has gone, both by region and by program. It also explores briefly the 

original rationale for foreign aid, how that rationale changed and became more 

ambiguous, and how disillusionment with early aid efforts led to changes in the 

character, scope, and mix of our aid programs.
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AN OVERVIEW OP U.S. FOREIGN AID PROGRAMS 

INTRODUCTION

This report summarizes some major issues and trends in the history of 

post-World War II U.S. foreign aid. Its purpose is to chow—and explain—some 

of the major patterns and issues in the evolution of U.S. aid programs: their 

beginnings in Europe, the shift in focus to Asia* the major problems that 

arose, and the major changes in programs that were instituted in response to 

those problems. As a way of illustrating these patterns, the report will show 

how U.S. budgetary obligations have shifted across regions, by major program, 

and as a percent of our national wealth. The report is designed to provide 

perspective on, and sharpen the focus of, the dilemmas and challenges that 

Congress faces in reviewing current aid proposals.

ORIGINS OF POST WORLD WAR II FOREIGN AID; THE MARSHALL PLAN

First, how did it get started? Modern peacetime foreign aid began with 

massive assistance to th« countries of Western Europe following World War II. 

In the years between 1947 and 1953, the value of that aid, in real terms, was 

greater than the total annual amount of our subsequent aid to developing coun­ 

tries in all but a couple of peak years. There are three things that are 

important to remember about this aid:

First: part of the motive for giving the aid was humanitarian and part 

was to contain communism. We were very much concerned at the time about the 

rising strength of communist parties in Western Europe. We believed that
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poverty and hopelessness bred communism; that growth and prosperity were the 

best antidotes to communism.

Second, this was an enormously successful foreign aid story. It showed 

that large-scale infusions of money and commodities could, under the right 

circumstances, produce growth and, it seemed, retard the spread of communism.

Third, this success was achieved in societies that had already developed 

the traditions, institutions, and skills necessary to produce sustained 

economic growth. They needed, primarily, resources for rebuilding.

THE ASIAN FOCUS; ATTEMPT TO REPLICATE SUCCESS OF MARSHALL PLAN

Where did foreign aid go after the Marshall Plan? To Asia primarily. As 

the scale of the threat posed by the Sino-Soviet communist bloc became clear, 

as the Korean War brought home to Americans the communist threat in Asia, and 

as the economic and security problems of emerging nations became more obvious, 

policytnakers saw the replication of a Marshall Plan-type of strategy in Asia as 

an important instrument for protecting first Korea, Taiwan, and Indochina, and 

subsequently other Asian countries, against the expansion and infiltration of 

communism.

Three features of this phase of our foreign aid merit special Attention:

First; Although the United States did not fully recognize the signifi­ 

cance of the fact at the time, most of these countries had not already 

developed the organizational, educational and cultural infrastructure of 

development. Rather, they needed to undergo significant—and often slow and 

painful—change before economic growth and competitive politics would be 

possible.

Second; The threats to these countries seemed to be not only economic, 

but military as well. Communism was seen as expanding not only through
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domestic political movements, but also through guerrilla-type insurgencies and 

large scale military actions. Thus, we saw the need for both economic and a 

growing amount of military assistance.

Third; By the late 1950s, we decided that, if our economic aid was to be 

persuasive in the struggle to reduce tha appeal of communism, it would have to 

appear to be motivated by a disinterested concern for promoting growth in Asian 

countries, not by an American national security concern for containing 

communism.

TWO KEY PROBLEMS WITH SUBSEQUENT AID

These three features of foreign aid in the 1950s and early 1960s are 

important because they help to explain two major aspects of our subsequent aid 

program—confusion over the goals of the program, and disillusionment with its 

results.

Confusion Over Goals

As part of the strategy to counter communism on the Sino-Soviet periphery, 

the United States set up separate institutions to promote economic development. 

Those institutions, however, acquired legitimacy and constituencies of their 

own. They were originally designed to support economic development as a means 

to the end of countering the spread of communism. Once established, however, 

they attracted supporters who argued that we really should be supporting 

economic development for economic development's sake not only out of 

humanitarian concerns but also because, in the long run, everyone would benefit 

from a more developed world. We became confused, in short, by our own 

rhetoric. Opinion became increasingly divided as to whether support for 

development should be a means of containing communism or an end in itself.
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Disillusionment

Americans—and Congress especially—quickly became disillusioned with 

foreign aid. This disillusionment spread and deepened over two decades, 

reaching its peak with the fall of Vietnam, where massive infusions of 

military aid, development assistance, and budget support were unable to promote 

stable and effective government or sustained economic growth, let alone provide 

a successful antidote to communist subversion and expansion. Why this sense of 

false expectation and subsequent diiillusionment?

Primarily, it was because we expected foreign aid to work in Alia and 

subsequently in Latin America and the Middle East much as it had worked in 

Western Europe. Many believed that just as Western Europe had been thrown off 

course by World War II, Asia had been thrown off course by colonialism. They 

expected that our infusions of money, military support, and technical 

assistance, would get the new nations of Asia on their feet and able to 

withstand communism in only a few more years than it had taken the nations of 

Western Europe.

We are still coming to terms with just how wrong we were in those 

expectations. We ara still learning just how much is involved in building the 

institutions, the leadership, the knowledge, and the personal beliefs that are 

necessary to sustain economic growth in societies with even moderate levels of 

political freedom.

The disillusionment had three major aspects to it:

First; whereas in Europe our aid seemed to help the people, in the under­ 

developed world it seemed to help government 1 ders, often at the apparent 

expense of the people. We seemed to be keeping the corrupt and repressive in 

power by facilitating their corruption and repression.
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Second, whereas in Europe our aid produced dramatic results within 5 or 6 

years, in the underdeveloped world it long seemed to have little, if any, posi­ 

tive effects. We didn't see dramatic growth or the eradication of poverty in 

the short-term.

Third, whereas in Europe our aid was received with appreciation, in the 

underdeveloped world the reaction teemed to be suspicion about our motives, 

vocal criticism of our economic system, and anti-Americanism in international 

organizations.

RESULTING EVOLUTION IN FOREIGN AID

A number of major changes in our foreign aid programs since the mid-1950s 

can be understood as reactions to these aspects of our national disillusionment 

with foreign aid.

First, our major military, development, and commodity aid programs have 

been subjected to increasingly rigorous and detailed restrictions as Congress 

and the executive branch have tried to stem the use of aid to promote 

repression, corruption, and the enrichment of the already privileged.

Second, we have seen a succession of theories about how development works. 

Each new theory served, in part at least, to support arguments that the absence 

of dramatic results from past aid efforts was the product of deficient theory; 

that a new approach based on new theory would be more effective. An initial 

faith in financial transfers rapidly gave way to a focus on technical 

assistance, which gave way to emphasis on institution-building. All of these 

approaches assumed that the benefits of aid would trickle down from those with 

capital and entrepreneurial spirit to the poor and dispossessed. This 

assumption was subsequently rejected and replaced by "New Directions" programs, 

based on theory that called for targeting aid directly to benefit the poor and

V0(V



CRS-6

dispossessed. Under the Reagan Administration, attention has returned to 

efforts to promote macroeconomic policies aimed at encouraging private 

initiatives and promote economic growth.

Third , we saw a major shift away from grant military aid toward greater 

reliance on foreign military cash and credit arms sales in response to the 

argument that recipient countries should have become able to provide for their 

own defense. In more recent years* as recipients of American security aid have 

faced increasingly difficult debt problems, U.S. military assistance has once 

again swung back to emphasize grant aid.

Fourth, we have seen a very substantial long-term decline in overall aid 

level* relative to our national wealth.

REVALUATION OF RESULTS OF EARLY AID EXPERIENCE

One final word on disillusionment. We are now in a period of 

reevaluation. It seems clear that our time horizons for assessing impact of 

aid was too short. From the perspective of 25 years, security and economic 

situations in a number of Southeast Asia and East Asian countries have 

dramatically improved from what they were in the late 1950s. That said, of 

course, it is not clear how much of that improvement was the result of our aid. 

Nor is it clear whether the returns on our aid justify the cost. This exercise 

makes it abundantly clear, however, as we look at problems of aid to countries 

in Africa, that there are no quick or easy solutions to the pervasive under- 

developaent in much of that continent.



(\

CRS-7

BUDGETARY TRENDS

The trends and themes developed above can be graphically summarized in 

budgetary terms through charts showing regional patterns, programmatic 

patterns, and obligations as a chare of the U.S. Cross National Product (CNP).*

( 
( i

Evolution of Aid Programs Across Regions

Chart I (next page) shows the evolution of U.S. post-war aid obligations 

across regions of the world. Jn this chart , aid amounts are adjusted for 

inflation and expressed in terms of the real value of 1989 dollars.

You can see clearly the early emphasis on western Europe, where aid 

peaked at an average of about $28 billion per year—in 1989 dollar equivalents 

—in 1950 and 1951. Aid for Europe shifted toward Greece and Turkey in the 

1950s, countries that again began to receive greater emphasis in the 1980s.

Chart I also shows that the major growth in aid to Asia occurs in the 

1954*1975 period, reaching a peak in the early 1970s, with an abrupt fall-off 

after Vietnam.

The Middle East was a modest recipient until 1972-73. By 1976-77, 

however, it replaced Asia as the largest recipient, which it remains to this 

day. Following the 1978 Caap David Accords, aid to Israel and Egypt became a 

major factor in the United States aid program.

1 Data illustrated in these charts are drawn from a CRS-maintained U.S. 
foreign assistance data base.

vv
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We hear a great deal about Africa and Latin America, but Chart I chows 

dramatically the relatively *mall roles that both have played as aid 

recipients. The growth spurt in aid to Latin America associated with the 

Alliance for Progress in the 1962-67 period is evident, as is the reemergence 

of aid to Central Araerica in the 1980s. The 40 percent reduction between 

fiscal years 1985 and 1988 resulted from increasing U.S. budget deficit 

pressure. Aid to Africa, which had begun to grow in 1976, also suffered a 

major cutback—a 55 percent decline between fiscal years 1985 and 1988.

An analysis of the real value of the total aid over 44 years shows three 

major periods that roughly correspond to the shifts in regional emphasis. 

Chart II (next page) displays these figures. Expressed in 1989 dollars, U.S. 

total assistance:

— averaged about $32 billion per year between 1946 and 1952 when Europe 
was the dominant recipient;

— averaged about $22 billion per year between 1953 and 1974 when Asian 
countries were the major focus of aid; and

— averaged about $17 billion per year since 1974, while Middle Eastern 
countries—and primarily Israel and Egypt—have been the primary 
recipients.

Beyond this, however, and apart from any shift in regional concentration, the 

extreme budget problems of the past few years have pushed average foreign aid 

obligations down to about $15 billion per year since 1986.

Cvolution of Aid by Major Programs

Chart III shows the major program components of this aid.

First, development aid was a major component of Marshall Plan aid, but 

declined in significance during the focus on security assistance in Asia in 

the mid-1950s. Development funding reached its peak in 1964-65 when it 

appealed both as a means of containing communism and as an end in itself, but 

declined as disillusionment with aid set in.
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Food aid emerged as an important aid mechanism in the mid-1950s, peaking 

during 1962-63. The subsequent decline was even more dramatic than is 

apparent from the chart because steep increases in grain prices combined with 

lower aid levels to produce major declines in the amount of food that was 

transferred under this program.

Multilateral aid emerged in the early 1960s in conjunction with the 

"development for development's sake" view, but has never become a dominant 

feature in American aid.

The Economic Support Fund (ESF) and ite precursor programs were 

substantial in the mid-1950s, but declined during the 1960s and early 1970s. 

ESF began to reemerge in the late 1970s as one of the few programs that can 

provide flexible and timely aid in support of national security goals. 

Israel, Egypt, Pakistan and countries of Central America are now the major 

recipients, but ESF is now used to provide general purpose aid to a large 

number of countries.

Finally, the real value of military aid his bcsn relatively constant and 

has been the largest aid category during much of the post war period. Peaks 

appear in the early 1950s because of Greece, Taiwan, and Korea; and in the 

early 1970s because of Vietnam. Following a low point in 1980, it again began 

to grow, peaking in 1985, and falling back since.

Aid as a Percent of Cross National Product; Steady Decline Between 1951 and 
1981

The final image, Chart IV (next page), plots annual obligations of 

foreign aid as a share of United States CNP. This is a useful indicator of 

national commitment to foreign aid. Aid in the late 1940s, which went 

primarily to Europe, ran between 2 and 3 percent of the CNP. The late 1950s 

saw aid at about 1 percent of CNP. The effects of disillusionment are clearly
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evident in the progressive decline of aid spending as a percent of CNP over the 

next 20 years to a low of approximately three-tenths of one percent in 1989.

Issues for the Future

This historical overview of U.S. foreign aid provides a useful perspective 

on a number of the major aid issues facing Congress cs it considers current aid 

budgets.

First is overall levels of aid. The pressures that produced the Granra- 

Rudman-Hollings Act have, as this survey shows, brought aid levels, in real 

terms, down almost as low as they have been in the history of the foreign aid 

program, and have set new lows in spending relative to national wealth. The 

past 3 years also suggest that further real cuts in aid levels would almost 

inevitably be distributed inequitably among recipient countries. It would 

again be very hard to avoid significant cuts in program levels for many 

countries since funding for Israel, Egypt, and several other countries that are 

deemed of special importance to the United States almost certainly will be 

protected from cuts. Policymakers are likely to continue to confront the 

question: to what extent does a falling foreign aid budget, particularly as it 

affects those recipients not protected by earmarks, jeopardize key U.S. foreign 

policy interests?

Second is the relative program composition of foreign aid. Recent trends 

have been toward using aid to advance near-term foreign policy goals and this 

has produced growing emphasis on military aid and ESP. In the case of ESF, the 

program offers the administration great flexibility and timeliness in its use. 

It is not clear, however, whether the various purposes to which ESF money is 

being put are best achieved through this program nor whether the appropriate 

degree of accountability can be maintained. Some observers are asking: how

\
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can aid resources best be distributed among all programs to address both short- 

term and long-term American objectives?

Third is the appropriate mix of goals for aid programs. The focus on 

containing communism through military and development aid has clearly waned as 

an articulated goal of U.S. aid policy. Promoting Middle East peace, securing 

base rights, and promoting regional stability through small grants to large 

numbers of countries have become important rationales for aid activities. The 

significance and function of developmental aid in this context has become 

increasingly unclear. How che U.S. should focus, refine, and prioritize these 

multiple, and at tines competing, goals supported with foreign assistance is 

an important question for the future.
4

And fourth is the guiding strategy for developmental assistance. The 1973' 

"New Directions" legislation, which calls fcr aid directly to the poor, remains 

on the books, and has not been formally replaced with a new strategy. But the 

thrust of the Reagan Administration's four pillars has been toward 

macroeconomic growth. The extent to which aid resources should focus on 

promoting growth through reliance on private entrepreneurship and market 

mechanisms as opposed to strengthening the resources of the dispossessed 

remains a key issue for debate. With the coming of a new Administration in 

1989, many are asking: is it time to reassess development aid legislation and 

to re-state the fundamental policy guidance language that now seems to contain 

inconsistencies and contradictions?

V
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APPENDIX

TABLES OF FOREIGN AID OBLIGATIONS 
1946-1989

(These data are drawn from a CRS-tnaintained 
foreign aid data base.)
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TABLE I. U.S. Foreign Aid, 1946-1989, by Major Regions 
(in billions of constant 1989 dollars)

Year

1946
19A7
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1976TQ
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 (esc)
1989 (req)

Europe

13.9
32.3
11.7
35.1
26.9
30.0
26.6
15.5
10.5
6.4
6.8
4.9
5.4
5.9
5.3
5.1
3.9
4.0
2.4
2.3
2.4
1.7
1.3
1.3
1.2
1.2
1.5
1.1
.7
.6
.5
.6

1.2
1.6
1.1
1.2
1.2
1.7
1.9
2.3
2.3
2.0
1.3
1.1
1.1

Asia

2.4
7.0
4.2
7.0
3.6
5.8
4.9
5.6
9.2
9.7

11.2
11.4
7.1
9.2

11.0
9.0

11.4
10.2
8.8
9.1
12.9
11.2
13.8
13.5
12.9
14.8
17.4
16.4
7.8
6.1
3.1
.9

2.4
2.4
2.1
1.8
1.7
1.7
2.0
2.2
2.3
2.4
1.9
1.5
1.4

Mid-East

.1

.1
—
—
.1
.1
.7
.7

1.1
1.2
1.0
1.5
2.2
1.9
2.1
2.6
2.6
2.6
1.6
1.8
2.2
1.8
1.4
1.3
.6

2.5
1.9
1.8
6.7
3.1
6.2
2.0
6.0
5.8

12.9
4.9
5.6
5.8
6.6
6.6
7.3
7.4
6.2
5.8
5.6

Africa

.1
—
—
—
—
—
—
.1
.2
.1
.1
.1
.1
.3
.2
.9

1.3
1.1
.9
.8

1.1
1.2
.7
.8
.7
.7
.7
.6
.7
.8
.6
.2
.8

1.0
.9

1.2
1.2
1.4
1.3
1.4
1.8
1.3
1.0
.8
.8

Latin America

.2

.1

.2

.1

.1

.1

.4

.6

.3

.6
1.?
1,4
.9
.9
.9

2.1
3.9
3.7
4.2
3.4
3.7
2.7
2.9
1.6
1.9
1.6
1.6
1.4
1.2
1.3
1.1
.3
.6
.8
.8
.8
.9

1.3
1.6
1.8
2.5
1.9
2.1
1.2
1.3

Total

16.7
39.5
16.1
42.2
30.7
36.0
32.6
22.5
21.3
18.0
20.3
19.3
15.7
18.2
19.5
19.7
23.1
21.6
17.9
17.4
22.3
18.6
20.1
18.5
17.3
20.8
23.1
21.3
17.1
11.9
11.5
4.0
11.0
11.6
17.8
9.9
10.6
11.9
13.4
14.3
16.2
15.0
12.5
10.4
10.2

Total 289.0 314.4 142.7 30.0 64.2 840.3
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TABLE II. U.S. Foreign Aid, 1946-1989, by Major Programs 
(in billions of constant 1989 dollars)

Year Development Food 
Assistance Aid

19A6 
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1976TQ
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 (est)
1989 (req)

—

—
33.3
19.3
12.5
8.9
7.4
3.4
2.8
1.7
2.3
3.7
4.5
4.4
5.2
7.2
7.1
7.0
6.4
6.5
5.8
5.4
4.0
4.2
3.7
4.0
3.6
2.8
2.9
2.5

.8
2.7
3.3
3.0
2.8
2.7
2.6
2.7
2.9
3.2
2.9
2,7
2.6
2.4

—

—
—
—
—
.4
—
.3

2.5
4.0
5.1
3.4
3.5
4.0
4.6
5.6
5.6
5.8
5.1
5.7
3.4
4.5
3.8
3.5
3.6
3.4
2.9
2.4
2.9
2.7

.4
2.3
2.2
2.1
2.2
2.1
1.7
1.7
1.8
2.3
1.8
1.6
1.6
1.4

Other 
Economic 
Aid

17.6 
39.6
15.1
8.2
6.0
3.9
1.7
1.4
.5
.1
.2
.2
.1
.1
.1
.1

1.1
1.1
.7

1.0
.7
.6
.6
.6
.5
.5

1.4
.6
.8
.6
.5
.7
.5
.4
.6
.9
.8
.7
.6
.6
.7
.6
.7
.7
.6

Multi- Economic Military Total 
lateral Support Aid 
Development Fund 
Banks

4.6

—
—
—
—
—
—
—
—
—
.2
—
~
.3
.3
.7
.5
.4

1.2
1.3
1.3
1.4
1.6
1.5

.5

.4
2.0
2.0
1.7

.1

.7
1.8
2.0
2.7
2.2
1.3
1.6
1.8
1.6
1.8
1.3
1.3
1.3
1.3

—

—
—
—
.8

1.0
2.1
7.4
6.0
5.3
5.0
3.4
3.6
3.4
3.4
3.2
2.4
1.8
1.8
3.3
2.7
2.1
1.4
1.5
1.7
1.7
1.6
1.6
2.7
2.3
1.8
3.3
3.9
3.2
3.3
3.0
3.5
3.6
3.7
6.0
5.4
4.2
3.4
3.3

1.0
1.7
1.6
6.3

21.2
21.9
13.3
11.4
7.9

10.8
8.6
6.6
9.5
9.2
8.5
8.2
7.9
4.6
4.9
7.8
8.5
9.1

10.1
8.9

12.8
14.0
14.1
11.2
4.4
5.2
1.3
4.1
4.2

11.0
3.2
4.6
5.5
6.9
7.7
6.6
6.4
5.5
5.6
5.7

22.2 
40.6
16.8
43.1
31.6
38.4
33.9
24.2
23.0
19.3
22.0
21.4
17.2
21.2
21.4
22.1
26.0
24.6
20.3
20.4
25.3
22.2
23.1
21.5
20.1
22.8
24.9
24.8
20.8
15.2
13.3
5.2

14.7
16.0
22.6
14.6
14.5
15.6
17.3
18.3
20.6
18.4
16.0
15.2
14.7

219.8 113.9 114.8 44.7 123.8 349.5 966.2
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TABLE III. U.S. Foreign Aid, 1946-1989 
Distribution Among Development, ESF-Type, and Military Programs

Year

1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1976TQ
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 (est)
1989 (req)

Developmental 
Type Aid

100. 02
97.52
89.92
96.32
80.12
42.72
32.52
36.42
18.32
28.12
26.82
36.42
41c8Z
38.22
41.12
46.12
56.22
58.12
68.42
67.22
56.22
49.52
51.52
46.52
48.22
36.42
37.02
36.62
38.52
53.32
43.62
40.42
49.72
49.32
37.12
55.52
47.62
42.32
39.22
37.72
38.92
37.52
39.32
40.82
38.82

ESF and Its 
Precursors

2.12
2.92
8.72

32.12
31.02
24.12
23.42
19.82
17.02
15.92
15.42
12.32
9.82
8.92
8.82

13.02
12.22
9.12
6.52
7.52
7.52
6.82
6.52
7.72

17.82
17.32
34.62
22.42
24.42
14.22
22.62
20.72
22.42
20.82
20.22
29.12
28.62
26.32
22.42
22.42

Military 
Aid

2.52
10.12
3.72

19.92
55.22
64.62
54.92
49.62
40.92
49.12
40.22
38.42
44.82
43.02
38.52
31.52
32.12
22.72
24.02
30.82
38.32
39.42
47.02
44.32
56.12
56.22
56.92
53.82
28.92
39.12
25.02
27.92
26.32
48. 71
21.92
31.72
35.32
40.02
42.12
32.02
33.92
34.42
36.82
38.02

51.02 12.82 36.22
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TABLE IV. Foreign Aid as a Percent of Cross National Product
1946-1989

Year

1946
1947
1948
1949
1950
19S1
19S2
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988 (est)
1989 (req)

Aid as a Percent 
of 

Cross National Product

1.47
2.88
1.23
3.21
2.08
2.30
1.96
1.36
1.30
1.02
1.15
1.10
.89

1.04
1.03
1.04
1.16
1.07

I, .83; .78
/! .91

.79

.77

.70

.66

.73

.76

.71

.59

.45

.52

.41

.42

.57

.37

.36

.40

.41

.43

.43

.39

.37

.29

.27



CURRERT POREICK AND CHASACTBTSCS

The following discussion and series of graphic illustrations focus on 

recent trends and characteristics of U.S. foreign assistance. This part 

examines aid programs between FY 1977 and the present request for FY 1989. 

This period covers changes in foreign assistance policy over two 

Administrations during a tine when the program became heavily focused on the 

Middle East, underwent a substantial shift in program composition, and faced 

significant financial reductions brought on by a growing U.S. budget deficit.

v
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Total U.S. Assistance 
( Figure 11

Over the past 13 years, total levels of U.S. foreign assistance 
experienced A period of rapid growth >- between FY 1981 and FY 1985 -- followed 
by a sharp decline since FY 1986. Figure 1 shows amounts of U.S. aid in both 
current and constant 1989 dollars. As it illustrates, aid levels climbed by 
about one-third in real terms and by almost 50% in current dollars during the

FY 1985, and fell sharply to the FY 1989 estimated 
In constant terms, there has been a decline of about 

in current dollars, the reduction has been about 17%. 
The amount available for FY 1989 is about th* same level ac that provided in FY 
1977 and is smaller than any year except FY 1980 and 1981, when examined in 
real terms.

early 1980s, peaked in 
level of $15.06 billion. 
27% since the peak year;

Special circumstances in two years during this period are worth noting. 
First, the large spike in Figure I for FY 1979 includes a $4.8 billion 
supplemental in additional security assistance provided to Israel and Egypt as 
part of the Camp David Peace Accords agreeaent. Secondly, the peak year of FY 
1985 not only represented the continuing growth of foreign assistance overall 
during the early 1980s, but also included large economic supplemental for 
Israel, Egypt, and Jordan to address short-term debt problems and emergency 
food and development relief aid for countries of famine-plagued Africa.

Rgure I
Total U.S. Assistance

FY 1977 - FY 1989
button* el S

77 78 7« 80 81 82 83 84 85 86 87 88 69

current f constant 1989 $

FY68 ft FY09 • ••tlmato*
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Program Composition 
(Figure 2)

Two foreign aid programs •• military assistance and the Economic Support 
Fund -- shoved the largest real increases during this period, although funding 
for both have declined as budget deficit pressures set in after FY 1985. As 
Figure 2 illustrates, military aid levels climbed from Just over $4 billion in 
FY 1977 to a high of $7.7 billion in FY 1984 -- a real increase of 85% 
(discounting the Camp David-related aid in FY 1979). Amounts have fallen 
since to about $5.7 billion for FY 1989, leaving military aid with a 36% 
increase over the entire period. While ESF noney, in real terms, is about the 
same today as in FY 1977, it is a program that also experienced a rapid growth 
in the early 1980s (78% increase between 1977 and 1985).

Two other programs •- food assistance and contributions to multilateral 
development banks -- declined, in real terms, over the period. Except for a 
brief time in the mid-1980s when the U.S. responded to the African famine with 
large quantities of emergency agricultural supplies, food aid levels declined 
steadily during the past 13 years. The program for FY 1989 is about one-third 
below the level in FY 1977. Because amounts for multilateral assistance 
depend, to a large extent, on the schedule and outcome of international HDB 
replenishment negotiations, they are allocated on a more irregular basis than 
bilateral assistance, making it more difficult to assess trends over time. In 
general, however, funds obligated for HDB contributions, which averaged around 
$1.8 billion in previous years, have fallen to an annual average of about $1.3 
billion, in real terms.

Obligations for bilateral developnent assistance have remained relatively 
consistent during this period. But like the other programs, development aid 
activities have been reduced since FY 1985.

In terms of program shares of the total foreign assistance budget, a 
significant shift in allocations for economic and military assistance occurred 
during this period. In the late 1970s, developmental-related programs 
(development, food, and MDB support) accounted for nearly 50% of the foreign 
aid budget while military assistance ranged between 25% and 30%. (Economic 
Support Fund money made up the balance.) By the mid-1980s, however, 
developmental aid had declined to a share of less than 40% while military aid 
accounted for slightly more than 40%. For the past three years, development 
and military programs received an average of 39% and 37% of the budget, 
respectively. ESF allocations, except in a few years, have been relatively 
consistent at between 20% and 22% of the total. The bottom pie charts in 
Figure 2 compare program shares in FY 1981 and FY 1989.



CRS-4

Flgur* 2
Program Composition of U.S. Aid

FY 1977 - FY 1989

Milton* el constant tMt •

77 78 79 80 81 82 03 84 85 88 87 88 80

HUD cthtr •OOMMIO aitf ESS Multilateral altf EH f0«4 aM 
•I biial tfvvcltp. altf O Etrni. lupp. Fund BJB Military aM

4 Fvit •

Program Shares of U.S. Foreign Aid
FY 1981 and FY 1989 Compared

Food aid 
16%

Bilftl. «con aid 
20%

Multll. aid
10% ESF 

23%

Military aid 
33%

FY 1981 FY 1989

Bllat. aeon aid 
17%
Multll. aid 

0%

Military aid 
40%

FY89 • estimate
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Regional Composition 
(Figure 3)

Aid to the Middle Ease has dominated U.S. regional aid allocations during 
the pasc 13 years. As Figure 3 shows, American assistance to that region 
annually ranged between $5 billion and $6.5 billion during the period 
(excluding the Camp David-related support in 1979 and the special supplemental 
in 1985/86). In aost years, the Middle East received over half of all U.S. 
bilateral aid.

Asia and Europe have been regions receiving the next two largest shares of 
American support during this period. The United States channeled an average of 
a little more than $2 billion per year (in real terms) to Asia through 1987. 
With the graduation of South Korea as an aid recipient and the general decline 
in budget levels, however, that region will receive only about $1.5 billion 
this fiscal year. Aid to Europe, where most American assistance supports 
military base agreements, grew froo about $1.2 billion in FY 1977 and peaked in 
the mid-1980s at $2.3 billion. Since then, levels have declined to just over 
$1 billion, in real terms, largely due to the graduation of Spain as an aid 
recipient.

Latin America had been the smallest recipient of American aid at the 
beginning of the period -- less than $1 billion per year. But starting in FY 
1982, when U.S. assistance to El Salvador and others in Central America began 
to grow, aid levels rose sharply to an average of over $2 billion per year, FY 
1985-87. Budget pressures have forced amounts back down to about $1.3 billion 
in FY 1989.

U.S. Assistance to sub-Saharan Africa remained relatively consistent 
during this period, ranging from about $800 million to around $1.4 billion. 
With the increased emphasis on African famine relief in FY 1985, U.S. 
assistance grew to nearly $2 billion in that year. It has since fallen back to 
estimates of $800 million for FY 1988 and 1989.

Figures
Regional Composition of U.S. Aid

FY 1977 - FY 1989
MttlWM •( MMtut 1M» •

77 78 70 »0 «1 12 U S4 16 «0 07 68 10

EsSA/rlo. Sl^Ulta AMrtu Ofm*** MA*U •BUM4I* tut

FYM • ...«. rvn • m.
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' Majoy Recipients
/Figure &)

Israel and Egypt, by far, have been the leading recipients of American aid 
during this period. Combined, Israel at $46 billion and Egypt at $33 billion 
have accounted for 47% of U.S. bilateral assistance since FY 1977. Together, 
the ten countries set out in Figure A make up about 70% of all American 
bilateral aid during the period. With the exception of India, each of these 
top recipients have a strong security relationship with the United Statea. In 
several cases -- Turkey, Greece, Spain, and the Philippines. American aid is 
associated with military base agreements. In a more recent context, Spain and 
South Korea are no longer aid recipients while India receives relatively small 
amounts of assistance.

Figure 4
Major Recipients of U.S. Aid

FY 1977 - FY 1989
billions of constant 1089 $

50-

Israel Turkey Greece El Philippine* India S. 
Egypt Pakistan Salvador Spain Korea

FY88 • eat. FY89 • req.
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U.S. Assistance as a t of GNP 
(Figure 5^

As it has since the mid-1950s, U.S. foreign assistance as a percent of GNP 
continued to fall -- from .4% at the beginning of the period, to less than .3% 
in FY 1989, the lowest level ever. Within the period, however, aid levels grew 
in the early 1980s relative to GNP, peaking at .43%. The effects of severe 
budget constraints since are clearly evident in Figure 5 as the foreign aid 
share of GNP has fallen each year.

Figure 5
U.S. Aid as a % of GNP

FY 1977 - FY 1989
% of QNP

0.60% -T

77 78 79 80 81 82 83 84 85 86 87 88 89

FY88 & FY8B • ettimttat
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U.S. Economic Assistance Compared with Other Donors 
(Figures 6 and 7)

Throughout the period, the United States has been the world's leading 
donor, in terns of dollars, of Official Development Assistance (ODA), as 
defined by the Organization of Economic Co-operation and Development (OECD). 
Figure 6 compares U.S. levels with the combined total of the other 16 western 
nations of the OECD Development Assistance Committee (DAC). During the period, 
1977-1987, American ODA accounted for about 36% of assistance from all DAC 
members. As amounts from other donors, such as Japan, have climbed in recent 
years, the U.S. share of total ODA ha« fallen to just over 25% in 1987. It is 
estimated that in 1989, the Japanese will surpass the United States as the 
world's leading ODA contributor.

Viewed another way -- ODA as a t of CNF -- the United States falls well 
below the average of DAC members and is currently last among the 17 donor 
nations. Figure 7 compares American ODA as a t of CNF with the average for all 
DAC countries. As it shows, U.S. levels have ranged between .19 and .27% 
during the period, while the DAC average has fluctuated between .33 and 38%.
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Figure 6
Major Donor Economic Assistance

1977 - 1987
kllllon* of current $

77 78 79 80 81 82 83 84 88 88 87

18. BE all oth«r OAC

1M? • •ItlNMM*

Figure 7
Major Donor Aid as a % of GNP

1977 - 1987
% of GNP

0.40% i

0.30% •

0.20% -

0.10%-

0.00%
77 78 79 80 81 82 83 84 80 86 87

U.S. OAC Average

1987 • ••limit**
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Composition of Bilateral Development Aid 
(Figure 8)

Throughout most of past 13 years, American bilateral development 
assistance has been channelled through five so-called functional accounts: 
agriculture, population, health, education, and selected activities (projects 
that cut across the other four accounts),*

As shown in Figure 8, the largest of the development programs by far has 
been the agriculture account. In most years, it has totalled about $900 million 
and represented over 50% of total development aid spending. The share devoted 
to agriculture and nutrition programs has fallen to around 40%, however, in 
more recent years as Congress and AID have placed greater emphasis on other 
development programs.

Health-related programs have been the focus of increasing attention and 
support, particularly since FY 1984 when Congress initiated a separate 
functional account for Child Survival activities. In FY 1985, aid levels for 
these health accounts had doubled, in real terms, from the amounts provided in 
FY 1977. Congress created an additional health account in FY 1988 specifically 
for U.S. assistance to international AIDS research. There has also been added 
emphasis in the 1980s on the selected development activities account, 
especially for programs related to promoting the private sector in developing 
countries.

Funding for the other two accounts -- population and education •- have 
remained relatively consistent during the period. In most years, U.S. 
assistance for family planning and other population-related activities ranged 
between $260 and $300 million, in real terms. For education and human 
resources programs, the United States spent between $130 and $160 million 
annually, except in the case of a few years.

1 While these have been tho major components of development aid, the 
United States transfers assistance of this type through several other 
programs, including the Sahel Development Program (prior to FY 1988), the 
Development Fund for Africa (DFA) (since FY 1988) and the Peace Corps. 
Presently, all U.S. economic assistance for sub-Saharan Africa is channeled 
through the DFA instead of the more traditional functional accounts. In 
addition, Congress has added, in recent years, two other development aid "line 
items" for Child Survival Activities (since FY 1985) and AIDs programs (since 
FY 1988). Amounts for the Child Survival and AIDs programs are included in the 
h-.*th account levels shown in Figure 8.. In addition, amounts illustrated in 
F. re 8 for FY 1988 and 1989 do not include spending for the DFA, and 
therefore are not comparable with the period FY 1977-1987.



CRS-12

Major Recipient! of Bilateral Development Aid 
(Figure 9)

As Figure 9 illustrates, three Asian countries — Bangladesh, India, and 
Indonesia — have been the largest recipients of American development 
assistance since FY 1977. In more recent years, however, only Bangladesh 
remains as a leading recipient this type of aid. Central America —El Salvador 
and Honduras in particular — hat been an area where increasing aawunta of U.S.., 
development assistance have been concentrated in the 1980s.

Figure 9
Major Rec :3ients of Bilateral 

Development Aid, FY 1977 - FY 1989
million* of constant 1980 $

Bangladesh Indonesia El Philippines Sri P«ru Caribbean
India Salvador Lanka Honduras 'tog. Kenya

FY88 « est. FY89 • req.

\vK
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Composition of Food Aid 
(Figure 10)

U.S. food aid is provided both on a highly concessional loans basis (title 
I of the PL 480 program) and as grants (title II). Figure 10 shows the 
loan/grant composition of American food assistance sint* FY 1977. At the 
beginning of the period, PL 480 loans accounted for about 60% of the program. 
This level gradually fell as a greater share of food aid began to respond to 
emergency drought and famine conditions, particularly in sub-Saharan Africa. 
By FY 1985, food grants accounted for slightly over 50% of the prograa. As 
emergency situations subsided in some pares of Africa since, food loans once 
again comprised a share approaching 60% of total food assistance.

Figure 10
Composition of Food Assistance

FY 1977 - FY 1989
millions of constant 1089 $

77 78 79 80 81 82 83 84 85 86 87 88 83

I I grants »oans

FY88 & FY89 • estimates
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Major Recipients of Food Aid 
(Figure 11)

As Figure 11 illustrate!, Egypt has been th«j overwhelmingly largest 
recipient of American food aid lince FY 1977. During this period, that country 
alone accounted for 191 of total food transfers, and the $4 billion amount is 
nearly as much as that for all of sub-Saharan Africa combined ($4.3 billion). 
South Asia has also been a focus of U.S. food assistance where India, 
Bangladesh, and Pakistan have been major recipients.

Figure 11
Major Recipients of Food Assistance

FY 1977 - FY 1989
million) of constant 1559 $

E, )t Bangladesh Indonesia Morocco 8H Lanka
India Pakistan Sudan Peru Philippines

FY8" • est. FY89 • req.

\
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Competition of the Economic Support Fund 
(Figure 12)

Through the Economic Support Fund (ESF), the United State* can provide 
economic assistance in a flexible and timely fashion in support of various 
American security, political, and economic goals. Because of its flexible 
nature and its potential for responding to multiple policy objectives, the 
size, scope, and accountability of ESF aid has been a continuing matter of 
debate in recent years. ESF assistance is programed in three basic ways: as 
development project aid; as commodity imfjrt programs (CIPs); and as balance of 
payments support in the form of cash transfers. Congress has been especially 
concerned over the accountability of the cash transfer portion of the ESF 
program.

As Figure 12 shows, there has been a growing emphasis on the cash transfer 
component within the ESF program since FY 1979 (the last year that accurate 
data are available). At the beginning of the period, cash transfers accounted 
for about 451 of the total, while CIPs and development project* represented 
about 20Z and 35Z, respectively. Beginning in FY 1981, however, cash transfers 
became a ouch more significant sieans of programming CSF funds, climbing to over 
a 602 share by the late 1980s. (The large levels of ESF cash programmed in FY 
198S and 1986, illustrated in Figure 12, represent the regular program plus the 
special supplemental for Israel, Egypt, and Jordan.) ESF channelled a> 
development assistance has remained relatively constant at between $1 and $1.1 
billion annually, in terms of real dollars* Nevertheless, its ahare of the 
total program has declined somewhat — down to a current level of about 31X. 
CIPs, on the other hand, fell sharply and now represent a relatively sunor part 
of the overall program — less than 7Z.

Figure 12
Composition of Economic Support Fund

FY 1979 - FY 1989
millions of constant 1089 I

79 80 81 82 83 84 85 88 87 88 89

Commodity Imp. Prg. 
Cach trancfin/BoP

L_J O«vtlopm«nt projects

FY88 • ••!. FY89 • r«q.

\
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Major Recipients of the Economic Support Fund
(Figure 13)

Over the past 13 y"?ars, ESF assistance has been highly concentrated in two 
countries — Israel and Egypt. Combined, they have received over $31 billion, 
or 6AZ of total ESF transfers since FY 1977. As Figure 13 shows, the other 
major, but far less significant, recipients are those with which the United 
States shares a strong security relationship.

Figure 13
Major Recipients-Economic Support Fund

FY 1977 - FY 1989
million* of constant 1089 $

18000n

15000 -

12000-

Isratl Turkey El Salvador Portugal Jordan
Egypt Pakistan Philippines Costa Rica Honduras

FY88 • est. FY89 - req.
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Composition of Military Assistance 
(Figure 16)

The United States tui programmed military assistance in three general ways 
over the past 13 years: as loans bearing market interest rates; as concessional 
loans ac about 5Z interest (situ* FY 1984 only); and as grants. Figure 14 
illustrates the loan/grant composition of U.S. military assistance.

In the early part of the period, the grant portion of the program was 
relatively snail as some policymakers believed than harder loan terms might 
slow down the demand for increasing levels of military transfers and result in 
requests for what they considered only legitimate requirements. By FY 1981, 
grants comprised only $952 million and less than 2SZ of the total, while market 
loans, with interest rates as high AS 13Z, made up th* rest. With a change in 
the Administration and an increasing debt servicing problem on the part of 
many military aid recipients, the grant portion of military assistance began to 
grow quickly. When the United States converted all military aid to grants in 
FY 1985 for Israel and Egypt and began a concessional loan program, the size of 
market loans fell even more. By FY 1987, market loans had been eliminated 
entirely. For FY 1989, the Administration requested a total grant military 
program, but Congress continued to insist that at least a small portion remain 
as concessional loans. Currently, grants make up about 90Z of the program.

Figure 14
Composition of Military Assistance

FY 1977 - FY 1989
millions of constant 1989 $

10000-1

Market loans • $0,1987-89

77 78 79 80 81 82 83 84 85 86 87 88 89

concessional loans L__J grants market loans

FY88 & FY89 • estimates
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Major Recipients of Military Assistance 
(Figure 15)

Israel has been by far the largest recipient of American military 
assistance since FY 1977, receiving $28.5 billion (in real term,) «nd 39j"l 
the total. Egypt has received the second highest amount, although about half 
the amount for Israel. The remaining major recipients Urgeiy represent 
countries with which the United States maintains military base agreement.• 
Turkey, Greece, Spain, Portugal, and the Philippines. Of the countries listed 
in Figure 15, Spain and South Korea no longer receive American military 
assi stance.

Figure 15
Major Recipients of Military Assistance

FY 1977 - FY 1989
millions of constant 1089 $

30000 i

25000 -

20000 -

liraol Turkey Spain 3. Pakistan Portugal
Egypt Greece Korea Jordan Philippines

FY88 • eat. FY89 • req.



FY 1987 COUNTRIES

FY 1988 COUNTRIES

CHANGE

! J?

TRANSFER OF U.S. RESOURCES 
NUMBER OF COUKTRIES RECEIVING ASSISTANCE IN FY 1987 AND FY 1988

OA ft ESF
»•»••••.....

77

77

0

-ECONOMIC ASSISTANCE-­ 
PEACE CORPS 

PL 480 & NARCOTICS

71

69

(2)

NET TOTAL 
NET TOTAL MILITARY ALL
ECONOMIC ASSISTANCE PROGRAMS

58

57

(1)

"9ard,ess

99

97

(2)

97

100

116

117

types
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FY 1989 U.S. ECONOMIC AMU MILITARY ASSISTANCE - REQUEST

u^-nar-Bu

AS' A/NEAR EAST 
Afghanistan 
Algeria
Austria
Bangladesh
Brunei
8urfia
CMbodlan Resistance
Cyprus
(Egypt
FIJI
Finland
Caza
Greere
Iceland
India
Indonesia
(ret «nd
Israel
Jordan
Kiribati
Korea
Lebanon
Luifnbourg
Malaysia
Maldives
Malta
Micronesia
Morocco
Nepal
0*an
Pakistan
Papua New Guinea
Philippines
Poland
Portugal
Singapore
SoloHon Islands
Spain
Sri Lanki
thai land
longa
Tunisia
lurkey
luvalu
West Bank
Western Sanoa
Te«n
Yugoslavia
Asia/Near East Regional
South Pacific
Local Cost Support

total

UH

22.500

--
54.500

• •

7.000
--
--
--
-•
• -
-•
--
• -

3S.SOO
45.000--

--
-•
A

-
-
-
•
.
.
.

12.500
12.000

--
50.000

--
15.000
3,22$

—
—
«

.
26.800
16.000

—
--
• •
• -
--
—

21.500
--

22.363
4,000

--
34 7. BBS

ear

22.500

--
»-
• •

• •
5.000
3.000

815.000
--
--
--
--
• -
-•
--
--

1.200.000
18.000

..

.-
300
--
-•
--
.-
--

15.000
--

15.000
250.000

--
124,000

• •
60.500

--
--
•-
» m

5.000
—

12,500
70.000-

-
-
-
-

12.500
11.200

--
2.639.500

---- fL

TI1LE 1

—

--
60.000

.-

.-
—
--

170,000
--
--
--
—
--
--

10.000
--
--
A •

.
-
-
-
-

--
..
• -

40.000
—
--

SO. 000
-.
"
--
—
—
--
• -

16,000
..
—

10,000
• •

--
--
--

5.000
--
--
-•
--

391 .000

• btf -»•-•
HUE ii

--
--

15.476
--
--
—
--

1.622
--
--
"
--
• •

«i.s«;
5.627

--
—
-•
-..
—
• •
••
-•
..
..
--

15,000
—
-.
—
-.

12,658
--
--
--
--
--

194
..
«
--
--
--
--
--
..
—
--
• •
..

132.144

nnKk ^

—

•-
--
--

7.000
--
• -
-•
--
--
--
--
* •

--
•-
--
--
• -
..
—
••
•-
••
--
--
—
••
-•
--

5.300
--
••
-•
-•
•-
••
•-
-•

3.900
--
• •

750--
--
—
.-
—

450
--
--

17.400

rc«ue 
CORPS

--

--
--
• -
—
~-
*~
••

1.548
--
--
--
--
• •
--
--
--
--

394
—
—
••
-•
—
--

1.992
2,881
2.222

--
371

1.669
5.40

--
--

1.113
-•

704
3.013

593
i.eos--

70
--

1.253
1,461

—
737
••
--

27.269

ECON (CONC) (FORCIVEN)

--

.. .. ..

..

..

..

..
-. .. ..

- 1.300.000
..
..
..

— 350.000
.. .. ..
..
—

.. ..
— 1.800,000

48,000
..
-.
..
• • •• • •

..
-- ..
_. .. --
^» • .• ••

40,000
..
.. .. ..

— 240. (XX)
.. ...

..
..

.. 1M.OOO
—
..
• * ••> • •

-.
..
• • *• • "B

30,000
•• 550.000

-.
.. .. -.
..

2.000
—

..
.. ..
.. ..

0 0 4.460.000

nnr

—

• •
« •
..
--
--
--
..

300
—
-•
--
* •

.-
10.000

• •
• •

• •

..
--
-•
• •

• -
• -
• •

—
...

500
.-
--
--

1 10.000
• -
—
--
—
-.
-•

45.000
--
-•
-•
•-
• -
-•
.-
--
• •

-
• <•

965.800

IfK 1

Nil

too
60

300
SO

260
—
..

1. 650
50
60
-•

1.130
40

500
1.900

30
• •

1,800
..

1.800
475

• •

1.100
30
50
-.

1.450
too
ISO
915

50
2.600

-.
2.550

50
30

2.900
160

2.200
SO

1.4SO
3.500

•-
-•
..

1.000
100
--
--
--

30.640

uinttt lUlftl 
.HART

45.000 
100

60
130.276

50
14.760
5.000
3,000

- 2.288,2'2
1.898

60.
351,110

40
117.567
72.527

30
• 3.000.000

67.900
394

1.800
775

.
1.100

30
50

1.992
126.831

14.822
15.150

626. SB6
1.719

269.701
3.225

163.050
50

1,143
2.900

43.8SB
75.113

643
SS.7S8

624.750
70

.
1.750

30.961
100

36,050
15.200

--
0 8,211.641

$16



FT 1989 U.S. ECONOMIC AND MUTARV ASSISTANCE - REQUEST

LATIN APCRICA 1 CARIBBEAN 
Argentina 
Bahamas
Belize
Bolivia
Brazil
Chile
Colo»bla
Costa Rica
Dominican Republic
Ecuador
El Salvador
Guatemala
Guyana
Haiti
Honduras
Jamaica
Heilco
Ptntmt
Paraguay
Peru
Surinaae
Trinidad t Tobago
Uruguay
Venezuela
Caribbean Regional
Central American Reg
PACANS
ROCAP
LAC Regional

(Inc Ada In of Justice)
Local Cost Support

Total
(Central America) •

un

--

7.400
22.270

--
--
—

12.000
20.318
16.720
67.700
34.000

--
2S.I50
40.000
17.589

• -
--
—

15.270
--
• •
--
--

20.230
23.600•-
24.500
24.853

-•
371.600
(209.200)

car

--

2.000
25.000

—
--
—

70.000
25.00C
9.000

185,000
80.000

-•
--

87.000
25,000

--
-•
--

2.000
--
• •
.-
--

15.000
10.000

--
• -

12.500

•-
547.500
(4^.000)

TITLE 1

--

--
17.000

—
--
--

15.000
25.000

—
35.000
18.000
4.000

• -
12.000
30.000

--
--
--

16.000
• -
--
--
--
--
--
• -
--
--

--
172.000
(80.000)

TITLE 11

--

--
12.696

—
--
--
--

3.268
510

4.771
5.075
—

6.781
3.122

--
..
--
—

9.904
--
••
-.-
--

--
--
—
--

--
46.127
(12.968)

IIAHb A

"

•-

10.000
1.600

--
10.000

--
—

1.600
--
--
—
--
--

1.000
15.000

--
—

10.000
• •
--
--

1,000
—

.
--
• -

6.000

-•
56.200

(0)

rcni.c
CORPS

• -

2.512
--
—
--
—

3.U1
2.358
3.668

--
3.865
—

1.534
5.694
2.943

-•
--

2.475
--
• -
-•
--
—

3.709
--
--
—
—

--
32.169
(15.482)

ECON (CONC) (FORGIVEN)

-.

500
5.000

..

..
5.000
1,500
2.000
3.000

-- 95.000
5.000

..

..
-- 60.000

3.500
..
..
—
..
..
..
..
—

5.000
..
. .
—
..

..
000 185.500
(0) (0) (0)(162.000)

ire I
NIL

125
60
100
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650
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50
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(J.875)

uincn iUIAL 
II ART

125 
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445
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53.734
50
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0 1,422.716
(0) (917.525)
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4,832 
9,293 
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1 IB. 000 
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1.900

264.400

5.800
45.100
[3,000]'200

51,100

400
4,000
3.000
2.000
2.000

40.000
5.000

56,400

4.760
9.000
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MULTILATERAL DEVELOPMENT BANKS AND 
INTERNATIONAL ORGANIZATIONS AND PROGRAMS

I

MOBs and International Organizations
MDBS

World Bank (IBRD)
Int'l Development Association
Spec Fac for Sub-Saharan Africa

Int'l Finance Corporation
Inter-American Development Bank
Fund for Special Operations
Fund for Special Operations/IIC

Asian Development Sank
Asian Development Fund
African Development Bank
African Development Fund
MIGA

TOTAL

International Organizations & Programs
UN Development Program
UN Childrens Fund (UNICEF)
Int'l Atomic Energy Agency
Organization of Anerican States
UN Environment Program
World Meteorological Organization
UN Capital Development Fund
FAO/World Food Program
UN Development Fund for Women' (UNIFEM)
UN Education & Training Program

for Southern Africa
CITES
UN Institute for Namibia
UN Trust Fund for South Africa
UN Fellowship Program
UNITAR
UNIDO Invest. Promotion Service
I FAD
UNDP TFCPHA
UN Fund for Victims of Torture
ICSOC
UN Center on Human Settlement (HABITAT)
World Heritage Trust Fund

TOTAL

FY 1986 
ACTUAL

105,003
669,900
71,775
27,827
36,367
38,280
11,197
11,397
95,700
15,493
59,573

...
1.142,512

138,115
51,430
16,953
14,092
8,613
1,723

861
1,133

239
861

172
...

215
...
...

23,710
1,368

86
1,228
383
239

266,421

FY 1987 
ACTUAL

55,305
830,100
64,805
7,206

16,417
17,263
—

13,233
91,406
20,480
90,427

...
1,207,142

107,500
51,080
20,500
13,500
6,800
2,000

861
1,318

219
789

172
110
250
100
...
150

28,713
...
86

2,000
400
219

237,264

FY 1988 
ESTIMATE

40,175
915,000

...
20,300
31,600
25.732
1,303

15.057
23.000
8.999
75.000
44.403

1,205.570

110.000
54.400
21.854
12.000
7,840
1.960

980
980
220
784

170
110
245
245
.V > "

150
30.000

...
90

2,000
430
220

244,648

?* 193?
BEQUEST

7 3,915
955,333

...
35,032

...

...
101,200~~~4~~4,373

8,999
L 135,000

...
1,324,349

112,000
32,000
24,000
15,000
6,300
2,000
1,500

--
150
800

200
.-

250
200
—

500
2,500

--
130

1,800
--

200
200,000

TOTAL MULTILATERAL ASSISTANCE 1.408,933 I,-144,406 1,450,218 1,524,349

519



ACTIVITIES OF THE AGENCY FOR INTERNATIONAL DEVELOPMENT
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Question; How many discrete functions/ activities and programs does A.I.D. 
atten.pt to implement.

Answer: A. I.D.'s functions, activities and programs are intended to share 
American scientific, technical and entrepreneurial skills with the developing 
world. Today, U.S. economic aid programs emphasize four basic principles: 
reliance on the private sector and market forces as engines of economic 
growth; policy dialogue and reform; transfer of appropriate technology and 
institution building.

Virtually all assistance by A.I.D. is provided under o?ve of three major 
appropriation -counts: Development Assistance, Economic Support Fund, and 
Public Law (PL 480.

—Development Assistc7>ce (DA>/: The key objective of DA is the promotion of 
long term economic development through programs designed to help a host 
country improve its ability to use resources more effectively. Currently, 
A.I.D. supports over 1,500 DA programs in Agriculture, Rural Development 
and Nutrition; Population; Health; Child Survival; AIDS Prevention and 
Control; Education and Human Resources Development and Private Sectory 
Environment and Energy.

—Economic Support Funds (ESF); ESF assistance is provided based on 
considerations of special economic, political or security needs and is 
programmed in three basic ways: Balance of payments support to assist 
recipient countries in meeting urgent foreign exchange requirements; 
commodity import programs to fund commodity imports froro the OS and in the 
form of project assistance to support development projects targetted to 
improve the quality of life.

Major ESF programs include the continued support for economic, 
stabilization and the peace process in the Middle E£;?ir., promotion of 
economic growth and democratizat/'.on in Central America and support for 
economic progress by African countries.

——Public Law (PL 480); Food aid is provided in close cooperation with the 
U.S. Department of Agriculture. '.Throughout the world, food aid is mostly 
provided through Title I ccncessivOnal sales iu exchange for specific 
self-help development activities, iiicluding lood development grants under 
Title III. Also, food is donated tinder Title II for humanitarian purposes 
which include emergency disaster relief and helping needy people
—particularly malnourished children. The Food for Peace program has 
delivered 303 million metric tons of food to more than 1.8 billion people 
in over 100 countries since 1954.

Other smaller flows allow A.I.D. to conduct humanitarian relief under 
International Disaster Assistance, participate in the long term prr^ram for 
the Sahel Development, provide grants to private US ir/nprofit organizations 
sponsoring American Schools and hospitals Abroad, cuxi facilitate private 
financing for shelter for lower income families in tm= developing world by 
guaranteeing repayment to US lenders through the Housing Guaranty Program.

Attachment: A.I.D. Organizational Chart
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Question: Can activities be sensibly divided into some broad but useful 
categories, such as long term development, external (including Congressional) 
relations, management and administrative functions, short term foreign policy 
operations?

Answer; A. I.D.'s activities can be divided into two major categories: 
A.I.D./Washington and A.I.D./Overseas. However, the Agency's functions 
overlap and extend far beyond its institutional limits by tapping the vast 
intellectual resources of the United States and sharing them with the 
governments and people of the developing world.

A. I.D./Washington; A.I.D. functions under an Administrator who is 
responsible for ti., overall direction of the US economic assistance 
program. Key management and administrative functions in AID/W include 
setting the policy framework? conducting Congressional relations and 
responding to the public; advisir^ the Secretary of State and coordinating 
with Federal Agencies and other donors; allocating resources; establishing 
administrative, management, accountability and evaluation procedures; and 
managing the financial, technical and human resources as well as 
backstopping field activities. Also, funding research and field-support 
activities though central and regional projects.

A. I.D./Overseas: In general, the major functions overseas are proposing 
country programs and policies which include working with host-county 
governments and private sector institution!: to define assistance and 
establish program priorities, and impler,«*nting programs. Also, 
coordinating with other aid-donors in the field; advising the Ambassador 
on A.I.D.'s matters and serving in an advisory capacity to AID/W and the 
t?S Congress.

A. I.D. External Functions; Environmental factors —the political, 
economic, social and cultural conditions in the U.S. and in the countries 
in which we work are central to the Agency's ability to manage its 
programs effectively. A,I.D.'s programs are affected by our external 
relation.3 and coorJir.ation with the U.S. Congress; other Federal Agencies: 
State, OMB, Treasury, Commerce, USDA, GAD, Peace Corps, OPIC, etc.; US 
Universities and Research Centers; Private Voluntary Agencies; US 
Businesses; other aid-donor agencies; and the US public at large.

We can also conceptualize the foreign assistance program as addressing i 
sequence of objectives: immediate, short to medium-term and long-term.

InmKiiate; Programs that meet these objectives deal mostly with disaster 
assistance responding to overseas earthquakes, floods, etc. Also included are 
DA, ESF or PM80 programs that respond to specific situations such as famines 
in Africa or health problems such as AIDS.

Short to Medium-Term: ESF Programs which address economic stabilization or 
strategic political objectives such as securing base rights, in general, meet 
short-term objectives. DA or ESF assistance that create conditions condir-'ve 
to helping trade, managing the debt issue and controlling narcotics, may meet 
redium-term objectives.

Long-Term: These are the programs that assist in creating a future world 
compatible with American interests —investments made today in the development 
of human resources and institutions for a better tomorrow. Examples are the 
DA Programs in agriculture, health, population and other sectors dealing with 
with technology transfer; investment promotion; assistance to small and 
medium-size enterprises; training; environment and many others.



Question; How many people does A. I.D. employ in the various categories.

Answer: In 1988, A.I.D.'s workforce consists of 4 r 695 direct hire employees 
—3,525 U.-S. and 1,170 foreign service nationals.

A breakdown of the various categories for full and part time direct hire 
A. I.D. employees is as. follows:

Category

Executive/Presidential Appts.
Administratively Determined
Senior Executive Service
GS/GM
Senior Foreign Service
Foreign Service
Foreign Nationals
Other

Total

Full Time

8
96
36

1,207
280

1,543
1,166

4

4,340

Part Time
0
5
1

260
0

39
4

46

Total (%)

8
101

37
1,467

280
1,582
1,170

50

0.2
2.2
0.:3

31.2
6.0

33.7
24.9

1.0

355 4,695 100.0

Of the 4,340 full time direct-hire employees, 1,935 (44.6%) wcrk in A.I.D. 
Washington while 2,405 (55.4%) work in our Missions overseas (1,239 U.S. 
Nationals and 1,166 foreign nationals).

The following table and attached chart illustrate recent A. I.D. staffing 
trends. As shown, the total number of direct hires has declined by 21.8 
percent since 1980.

Year

1980
1981
1982
1983
1984
1985
1986
1987
1908

Direct Hire
U.S. Foreign Nat'1

4,111
3,925
3,753
3,794
3,844
3,623
3,454
3,482
Jf 525

1,900
1,779
1,653
1,479
1,324
1,281
1,214
1,185
1,170

Total

6,011
5,704
5,406
5,273
5,168
4,904
4,668
4,667
4,695

In addition to direct hire staff, A. I.D. currently employs 7,740 non-direct 
hires which include US and foreign national contractor personnel, details from 
other agencies and employees of other federal agencies under Participatirog 
Agency Service Agreements (PASA) and Resources Services Agreement (RSSA).

Attachements: Staffing Charts
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uestion; In how many countries does A.I.D.
1. Have Programs of some size
2. Have Personnel (from Rep to full Mission)

1. A.I.D. has economic assistance programs of more than $1 million in more 
than 90 countries. "

2. A.I.D.'s presence overseas is as follows:
93 

A.I.D. OVERSEAS

Region
fb 

USAID
Mission

J&
A. I.D. Rep.

13
Regional

11
Burundi
Cape Verde
Chad
Ethiopia
The Gambia
Ghana
Guinea Bissau
Mauritania
Togo/Benin
Nigeria
Sierra Leone

Africa

AFRICA 23 
Botswana 
Burkina Paso 
Cameroon 
Guinea 
Kenya 
Lesotho 
Liberia 
Madagascar 
Malawi 
Mali
Mozambique 
Niger 
Senegal 
Somalia 
Rep. of South 
Rwanda 
The Sudan 
Swaziland 
Tanzania 
Uganda 
Zaire 
Zambia 
Zimbabwe

ASIA & NEAR EAST'————————— 13

Bangladesh
Egypt
India
Indonesia
Jordan
Morocco
Nepal
Pakistan
The Philippines
South Pacific, Suva, Fiji
Sri Lanka
Thailand
Tunisia
Yemen

"located in Pakistan 
** located in Jordan, Philippines and Thailand

REDSO/ESA, Kenya 
RHDBO/E, Kenya 
REDSO/WCA, ivory Coast 
RHJDO/WA, ivory coast 
AFRICA Regional, France

Afghanistan*
Burma
Lebanon
Oman
Portugal

South Pacific Reg. 
Devl. Office, Fiji 

ASIA Regional** 
RHUDO/ASlA,Thailand 
RHJDO/NE, Tunisia



ROCAP. Guatemala 
RDOC, Barbados 
RHUDO/CARIB, Jamaica 
RHJDO/CA, Honduras

LATIN AMERICA & THE CARIBBEAN
15

Bolivia 
Costa Rica 
Dominican Rep. 
Ecuador 
El Salvador 
Guatemala 
Haiti 
Honduras 
Jamaica 
Peru

In addition, the Bureau for Program and Policy Ooordination (PPC) maintains 
offices in Paris and Rome.

7
Belize 
Brazil 
Chile 
Colombia 
Mexico 
Paraguay/Uruguay



Question: How are various accounts allocated, e.g., ESF, DA, PL 480 and how 
much discretionary authority does A.I.D. have.

Answeri A.I.D.'s first and most important consideration in the allocation of 
ESF, DA and PL 480 resources is the size of the appropriation bill and its 
constraints. In recent years with the protection of the high priority 
recipient countries through earmarks, the US Congress has, in fact, diminished 
considerably A.I.D.'s discretionary authority, particularly over ESF, and 
recently DA to a lesser degree. PL 480 remains largely free of specific 
earmarks; although, certain limitations are applied.

TRENDS IN A..I.D. DISCRETIONARY AUTHORITY: DEVELOPMENT ASSISTANCE (DA)

DA Total 
Total Earmarks 
Net Unprotected Funds 
Percent Unearnarked

FY 85
1,623 

159 
1,464 

90%

FY 86
1,555 

126 
1,429 

92%

FY 87
1,494 

693 
801 
54%

FY 88
1,698 

761 
937 
55%

FY 89
1,747 

857 
889 
51%

TRENDS IN A.I.D. DISCRETIONARY AUTHORITY: ECONOMIC SUPPORT FUNDS (ESF)
(£OOOs) *

FY 85 FY 86 FY 87 FY FY 89
3,826
2,136
1,690

44%

3,547
2,534
1,012

29%

3,550
2/J79

571
16%

3,188
3,086

102
3%

3,259
3,200

59
2%

ESP Total 
Total Earmarks 
Net Unprotected Funds 
Percent Unearnarked

Within the flexibility to allocate unearnarked funds, decisions on DA 
allocation are handled primarily by A.I.D., ESF jointly with the State 
Department, and PL 480 through PJI inter-agency working group under the 
Development Coordination Committee (DOC). Key sequential elemeits of the 
allocation process are:

Stating the foreign policy framework; setting forth objectives; and 
analyzing the contribution of each program to the overall attainment of 
these objectives.

Allocating resources within the context of general US policy objectives 
and specific regional and country priorities as established by the 
Country Development Strategy Statements (CDSS) developed by each overseas 
Mission.

Reviewing and debating prospective aid levels*

A.I.D.'s assistance criteria for DA, PL480 and ESF, to the extent 
possible, includes: the country's need, economic progress and prospects 
and its commitment to policies that promote growth. For PL 480, there are 
aditional criteria imposed by either legislation or interests of the other 
agencies involved in the decision-making process. In the case of ESF, 
strategic considerations and US interests are the primary determinants. 
Assistance criteria can also include: access to raw materials important to 
US industry, possibility of destabilizing conflict, presence or prospect 
of considerable US private investment, character of the country's overall 
relations with the US; human rights position ana the extent of the 
country's efforts to acquire nuclear weapons.
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Where Does the A.I.D. Money Go; A Look at Earmarks and Mortgages

Earmarks: $4,057,470,000 or a little over 81% of the total 
A.I.D. ESF and DA operating year budget for FY 89 is earmarked or 
otherwise restricted by Congress for specific purposes. Nearly 
80% of that amount was on the ESF account, where virtually all 
funds are earmarked for specific country programs. Approximately 
half of the DA account was earmarked in FY 89.

The extent of earmarks in the FY 89 budget is the highest in 
A.I.D. history; after earmarks and restrictions are taken into 
account, only 19% of A.I.D. funds are available for discretionary 
activities. A clear trend towards increasing earmarks is shown 
in Table 1 which traces earmarks over the past five fiscal years. 
In FY 85 over 90% of the DA budget was unrestricted, with 44% of 
the ESF budget un-e,-marked; today's unearmarked budget is 
roughly 30% of what is was in FY 85.

Mortgages; Mortgage represents the major way that Missions and 
Central Bureaus assure some diversity in their project portfolios^ 
as well as keep the amount in tb3 obligated pipeline down. Given 
relatively shrinking budgets and increasing costs of technical 
assistance and other project components, incremental obligations 
to existing projects are phased over the life of the project. 
While current high levels of mortgage are justified on the 
grounds of portfolio management, it is also true that it makes 
for an enormous amount of existing claims against future years' 
obligations.

Table 2 shows current A.I.D. cumulative obligations, pipeline of 
active projects, and the mortgage calcuated necessary to carry 
out existing projects to their finish. The total mortgage as of 
September 30, 1988, was $10.5 billion, about equally divided 
between ESF and DA accounts. This is a little over twice the 
total FY 89 ESF and DA appropriation.

o Mortage on ESF is approximately $5.6 billion, 1.7 times 
this year's total appropriation.

o Mortgage on DA is $4.9 billion, 2.8 times this year's 
total appropriation and 5.5 times greater than this 
year's unrestricted DA level.



Table 1

Congressional Earmarks of the A.I.D. Budget 

(figures in $000)

FY 85 FY 86 FY 87 n ss FY 89

Development 
Assistance (DA1

DA Total

Earmarks/

1,622,522 1,554,627 1,493,991 1,698,026 1,746,526

Restrictions1 159,000 

Unrestricted 1,463,522 

% Unrestricted 90.20

Economic Support 
(•' - inds (l-iSF)

/ ESF Total 3,826,000 

Earmarks 2,136,000

Unrestricted 1,690,000

% Unrestricted 44.17

125,510 693,414 761,250 857,470 

1,429,117 800,577 936,776 889,056 

91.93 53.59 55.17 50.90
~* — — •— — • — • -• ————————— .—— —____.-.._ __^___^._. I»_ __

3,546,642 3,550,000 3,188,320 3,258,500 

2,534,428 2,979,022 3,086,000 3,200,000

1,012,214 570,978 102,320 58,500

28.54 16.08 3.21 1.80

Total DA & ESF 5,448,522

Earmarks/ 
Restrictions 2,295,000

Unrestricted 3,153,522 

% Unrestricted 57.46

5,101,269 5,043,991 4,886,346 5,005,026

2,659,938 3,672,436 3,847,250 4,057,470

2,441,331 1,371,555 1,039,096 947,556

47.86 27.19 21.27 18.93

1 Earmarks are specifically written into the bill; other 
restrictions consist of Congressional directives and suggeations, 
which are not a part of the specific legislation but nonetheless 
followed closely by A.I.D.



Table 2

A.I.D. FINANCIAL COMMITMENTS AS OF 9/30/88

BUREAU

AFRICA 

ASIA/NEAR EAST

LATIN AMERICA/ 
CARIBBEAN

SCIENCE & TECHNOLOGY

FOOD FOR PEACE & 
VOLUNTARY ASSISTANCE

PROGRAM & POLICY 
COORDINATION

PRIVATE ENTERPRISE

OFFICE OF THE 
(•'.- J5NCE ADVISOR

'ICE OF FOREIGN 
.STER ASSISTANCE

TRADE AND DEVELOPMENT 
PROGRAM

OFFICE OF INTERNATIONAL 
TRAINING

SPECIAL REQUIREMENTS 
FUND

CUMULATIVE1 
OBLIGATIONS

4,077,092

13,531,422

4,081,514

1,717,636

834,182

417,440

190,657

83,079

40,875

9,626

13,250

24,394

OTHER 

TOTAL

(ESF) 
(DA)

8,904

25,040,131

12,948,205 (51,7%) 
12,091,926 (48.3%)

PIPELINE*

1,554,203

4,869,651

1,733,888

321,669

163,189

41,676

61,584

27,691

14,563

2,183

1,417

8,373

8,743

8,808,830

MORTGAGE3

1,727,009

6,310,414

1,185,585

1,174,837

60,916

10,510

18,770

12,618

6,549

10,507,208

4,706,871 (53.4%) 5,595,778 (53.3%) 
4,101,959 (46.6%) 4,911,430 (46.7%)

'cumulative obligations are for projects active as of 
9/30/88.

2Pipeline refers to obligated funds which have not been 
expended for project activities.

^Mortgage refers to total authorized life of project funding 
minus the amount already obligated; it represents a future year 
commitment on Bureau or Mission Operating Year Budget allotments.



cmnra n.g. ASSISTANCE

Public Lav 180 and food Vtd

Objectives

The PL 480 program is the principal U.S. food aid program. 
It provides over 60 percent of the food aid received by developing 
countries from all sources. PL 480 resources are used in both 
bilateral and multilateral programs. In 1986, famine assistance 
to Africa continued to dominate public awareness and discussion of 
food aid. U.S. food aid programs accounted for shipment to Africa 
of over 1.7 million tons of food valued at over 4541.8 million in 
FT 1986, the second year of generous response that demonstrated 
U.S. concern for the victims of this famine. While the humani­ 
tarian/relief aspects of the U.S. food aid program continue to be 
important, it is the potential for assisting in longer term eco­ 
nomic development that makes these programs a key element of U.S. 
bilateral economic assistance.

The major categories of U.S. food aid programs are designated 
by the relevant titles of the PL 480 legislation and section 416 
of the Agricultural Act of 1949. These programs are described 
below,

PL 4iO Title X provides long-term, low-interest loans to 
friendly developing countries for the purchase of U.S. agricul­ 
tural commodities. These help relieve both chronic and temporary 
or unexpected food shortages while providing balance of payments 
support. A key feature is that recipient countries agree to 
undertake self-help measures to improve the efficiency.of their 
agricultural production, marketing, and distribution or otherwise 
correct the conditions that created a need for aid.

PL ISO Title XX provides for the donation of food commodities 
for hiwnttarlan and development uses. U.S. PVOs receive many of 
these commodities for the feeding programs they administer. The 
programs are directed toward malnourished children or other nutri­ 
tionally vulnerable groups. PVOs also administer small-scale 
food-for-work development programs and a variety of food emergency 
and refugee relief programs. Grant food under this title is also 
distributed through host government programs in some countries and 
by international organizations for regular feeding and development 
programs as well as emergency programs. The major Multilateral 
program supported by Title XI resources is the World Food Program 
(WFP), established with U.S. encouragement by the members of the 
United Nations and the Food and Agriculture Organization in 1972.

in f'Y 1986, eight countries—including Bolivia, Ecuador, 
Haiti, Sudan, Liberia, and Zaire—reported having allocated PL 480 
resources to support immunisation activities. Immunization pro­ 
jects supported by PL 480 resources are planned to reach more than 
7 million children. Information on the number of children actu­ 
ally completing their full immunisation series will be available 
later in 1987.

PL 480 Title XX.I provides for multiyear commitments of food 
aid and forgiveness of the debt incurred through Title I-financed 
purchases *Jhen the resource transfer involved is demonstrably 
applied to implementation of a development program specified in 
detail in a Title III agreement.

Section 416 of the Agricultural Act of 1949. The Food Secu­ 
rity Act of 1985 revamped subsection (b) of section 416 to autho­ 
rize the Secretary of Agriculture to furnish eligible commodities 
for carrying out programs of assistance in developing countries 
through (l) Title II of PL 480, (2) the Food for Progress Act of 
1985, and (3) other activities as approved by the Secretary of 
Agriculture. According to the legislation, eligible commodities 
means (1) dairy products, grains, and oilseeds acquired by the 
U.S. Department of Agriculture (UStkA) through price support opera­ 
tions and 12) other edible agricultural commodities acquired by 
the USDA in the normal course of operations and that are available 
for disposition under section 416.
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Background and evaluation of rood Aid

PL 480 was enacted in 1954 in response to growing public 
concern over increasing U.S. agricultural surpluses in a world in 
which many countries had substantial food deficits. In the early 
1960s', PL 480-financed shipments- constituted over 23 percent of 
the value of total U.S. agricultural exports. The numerical 
importance of PL 480 as a share of U.S. exports has declined 
sharply as major food aid recipients have become commercial cus­ 
tomers for U.S. exports. This is in line with the market develop­ 
ment objective of the program. In general, commodities are not 
available for shipment under PL 480 if the shipment would reduce 
U.S. stocks below the level needed for domestic use, appropriate 
carryover stocks, and anticipated commercial exports.

Because U.S. food aid is development aid anJ administered as 
such, it has been an important factor affecting the shift in 
status of developing countries from recipients of food aid to 
commercial purchasers of U.S. exports. -Legislative revisions in 
1966 unambiguously directed that food aid be used as a tool for 
improving recipients' agricultural productivity and economic per­ 
formance. The result has been considerable growth in U.S. commer­ 
cial exports because recipients' demands for food increase faster 
than their food output as their productivity and incomes improve. 
At the sams time, the composition of their food requirements also 
changes. Thus, because of food aid's contribution to development, 
U.S. exports change from an aid-financed to a comercial basis, 
and recipients achieve a more mature, self-reliant relationship 
with donors.

rood Aid's Contribution to Economic Development Through 
Policy Reform

A.I.D. continues to use food aid in consort with other forms 
of economic assistance to affect economic development by creating 
the policy environment necessary for achieving progress. Food aid 
can be used to (1) provide a secur* supply of food to a country 
undertaking difficult policy reform, (21 provide food directly to 
vulnerable groups experiencing short-term difficulty in maintain­ 
ing a satisfactory level of nutrition as the national government 
adopts structural reform measures, (3) supplement dollar-funded 
health and nutrition projects implemented by USAIO Missions over­ 
seas, (4) undertake fdod-for-work programs that alleviate under­ 
employment and unemployment and assist infrastructure development 
and maintenance, and (5) generate local currency that can be used 
to enhance the effectiveness of the food aicj.

PL 480 Title I concessional sales programs continue to pro­ 
vide the bulk of U.S. food aid. In FY 1986 agreements were signed 
in 33 countries to provide 5.7 million metric tons of commodities 
valued at $872.3 million. These agreements contain specific 
development objectives that the importing country agrees to 
implement.

Under PL 480 Title II in FY 1986, 1.4 million metric tons 
were provided for regular and emergency PVO and bilateral pro­ 
grams. Shipments in support of the MFP'S 1985-198* target totaled 
424,100 metric tons in commodities and $40.1 million for transpor­ 
tation costs. U.S. Government emergency contributions to the NFP 
provided an additional 319,000 metric tons valued at over SS7 
million. Under section 41* availabilities, II) 124,4*8 metric 
tons of commodities valued at $109.5 million were provided to 
programs approved for regular and emergency activities; (2) over 
59,000 metric tons valued at $l«.l million were channeled through 
the wrp pledge: <3) iS.OOO metric tons valued at $4.8 million were 
authorised for Food for Progress shipments; and (4) 91.214 metric 
tons valued at $l* million were authorised for shipment under 
sugar quota compensation programs.



Global economic conditions are making the grant form of food 
,iiit mom important AS * development resource. A.I.D. is imple- 
«ii>iu iii.i .n.ini «ood .iid programs, both bilaterally and in support 
of U.S. rvos. that do more than simply provide direct feeding on a 
continued basis, which can create dependency. Continued direct 
distribution of food to vulnerable groups is important, but it 
must be done in ways that help ths recipients achieve self-suffi­ 
ciency. 'Bilateral grant programs such as PL 480, section 206, and 
the new Food for Progress program can leverage important policy 
reform while providing local currency resources for important 
development purposes.

Legislation governing U.S. food aid under PL 480 continues to 
emphasize the multiple objectives of food aid: humanitarian, 
developmental, market development, and economic support for polit­ 
ical objectives. A.I.D. considers these objectives while main­ 
taining development as the primary objective. Program implementa­ 
tion requirements include the foiiowing:

— At least 75 percent of food aid provided under Title X 
shall be allocated initially to countries whose per 
capita income is at or below the eligibility level of the 
International Development Aaoociation ($790 in 1986).

— Ten percent of the amount available for Title X programs 
shall be conducted under authority of Title XXX.

— A minimum of 1.9 million metric tons of agricultural com­ 
modities shall be provided under Title XX in FT 1987 and 
beyond, of which not less than 1.425 Million metric tons 
shall be for regular programs of voluntary organisations 
and the HFP.

— Adequate storage must be available in recipient coun­ 
tries, and the distribution of PL 410 commodities must 
not result in a substantial disincentive to or inter­ 
ference with domestic production or marketing.

— At least 75 percent of the nonemergency minimum Title XX 
commodity level shall be processed, fortified, or bagged.



PEACE rrtpp*

Years of Peace Cors

The Peace corps celebrated its 25th" Anniversary during 1986. 
For the last 25 years, the Agency has been helping countries in 
the developing world meet their needs for skilled manpower and 
promoting world peace and friendship between the American people 
and peoples of the developing world. Building on 25 years of 
experience and the cumulative efforts of 120,000 Volunteers, the 
Peace Corps has continued to provide person-to-person assistance 
to some of the poorest peoples in the developing world. Peace 
Corps volunteers usually serve in rural areas where they strive to 
increase the capabilities of the host country's poorer citizens to 
improve their quality of life.

Corom in

The Peace Corps in 19IC is continuing a tradition of service 
to SOK> of the most impoverished nations of the world. At the 
•id-point of its third decade, 5,913 Volunteers are serving in f3 
countries. The present distribution of Volunteers by region is as 
follows:

Africa
Inter-America 
North Africa, Near East 
Asia and Pacific

24 Countries 
19 Countriee

2,585 Volunteers 
1.798 Volunteers

20 Countries 1,530 Volunteers

The Peace corps budget for 19ft was f!24.4 million, in addi­ 
tion, host countries continued to show their appreciation for the 
work of the Volunteers by making substantial cash and in-kind 
contributions to in-country operations. The single greatest area 
of expenditure continued to be the direct support and training of 
Volunteers overseas. The costs incurred in recruiting volunteers 
and providing them with overseas staff support constituted the two 
other major expenditures. Over half of all Peace Corps staff were 
stationed overseas; two-thirds of these were host country 
nationals.

Trained Peace Corps Volunteers continue working to reduce 
hunger and malnutrition, infant mortality, illiteracy and limited 
educational opportunities, inadequate health care, inadequate food
production, and the degradation of natural resources. The average 
age of Volunteers in 1986 was 30; 9 percent of all Volunteers were 
over the age of SO. The distribution between men and women was 
almost even, with women constituting 49 percent of Volunteers. 
During 198ft, 2,«*8 trainees entered on duty with the Peace Corps.

In 198C. 5,913 Peace Corps Volunteers were assigned in the 
following program sectors according to their skillst

Professions 31% (1.149)

Education 21% (1.837)

Other/Liberal Arts 22% (1,319)

Agriculture 

Skilled Trades
15% (175) 

4% (233)

y



Cora Colaboative Efort*

The Peace Corps maintained its policy of collaboration with 
other prog rajas serving the developing world. These collaborative 
efforts help to avoid duplication by differs it organization* and 
to achieve cost savings. The guiding rational* for collaboration 
in development is that mutual benefits be derived by cacti party 
and its beneficiaries. Accordingly, the Agency continually re­ 
views and revises these collaborative activities with other Fed­ 
eral, international, host country, and private) voluntary organiza­ 
tions (PVOs). A 1985 report on worldwide PVO/A.I.D. collaboration 
with the Peace Corps identified over 250 organizations that are 
collaborating with Peace Corps Volunteers somewhere in the world. 
Programs addressing forestry anu natural resource*, fisheries, 
health, and nucrition received the greatest monetary support from 
PVOs and other organizations. Volunteer projects in agriculture, 
forestry and natural resources, and water and sanitation received 
the most financial assistance from A. I.E.

Collaboration With Private Voluntary Organisations

The Peace Corps continued its efforts to expand its relation­ 
ships with PVOS in 198ft. These activities included both tna 
broadening of existing relationships and efforts to develop new 
collaborative arrangements. with other PVOs.

Collaboration With the Agency for International Development

cooperation between the Peace Corp* and A.Z.D. continues to 
expand, both in the field end at the interagency level. For the 
Peace Corps, this has meant a significant increase in its ability 
to target specific programs by fielding greater numbers of Volun­ 
teers and providing Volunteers with increased levels of technical 
support. Die following Participating Agency service Agreements 
with A. I.D. were in effect during FT 19i«t

Forestry. A joint A.Z.D./Peace corps Forestry Resource 
Manageaent Initiative was established in 1-980 and amended 
in 1985 to carry through to 1990. This initiative is 
delivering forestry assistance to village* while asses­ 
sing opportunities for collaboration under the Food for 
Work/PL 480 Initiative.

Committing Childhood Communicable Diseases:. This program 
is a cooperative effort among African countrits, the 
World Health Organization, the centers for Disease con­ 
trol, A.I.D., the Peace corps, and other donors to ad­ 
dress the high infant and child mortality end morbidity 
in Africa.

Child Survival. At the end of the 198C, the Peace corps 
and A.I.D. signed a new 3-year agreement on child sur­ 
vival programs. This arrangement will support the pro­ 
gramming and training of peace Corps Volunteers and 
counterpart staff for participation in child survival 
activities worldwide. Additionally, earlier agreements
with A.I.D. in the areas of oral rehydration therapy and 
nutrition will now be administered under child survival 
programs, under these programs, volunteers have been 
directly involved in reducing levels of infant mortality 
and providing training in vegetable gardening.

Small Project Assistance Program. Jointly established by 
the Peace Corps and A.I.D., this program has been in 
operation for almost 4 years. The program funds small 
development projects identified by Volunteers working 
with local community organizations in 35 countries. It 
has a total annual budget of $2 million. Over 1,200 
projects have been funded at an average coet of $3,000.



Overseas Private Investment'Corporation (OPIC)

OPIC is a financially self-sufficient, government-owned 
corporation; and the director of the International Development 
Cooperation Agency (IDCAJ serves as Chairman of the Board. The 
institution meets its operating expenses and obligations from 
revenues earned from the insurance and financing services it 
provides to American companies. An important result is that 
this program requires no congressionally appropriated funds.

OPIC provides political risk insurance, finance, and loan 
guarantees to U.S. investors in new or expanding businesses in 
developing countries. These investments in manufacturing, 
resource development, finance, food systems, and other 
productive enterprises are important to the countries' 
development. They provide local employment, increase a 
country's GNP and its tax revenue, earn foreign exchange, and 
stimulate growth in international trade. At the same time, 
OPIC-backed investments make positive contributions to the D.S. 
economy through increased exports, improvements in the balance 
of payments, and expanded employment. *

OPlC's insurance covers a portion of the loss that a U.S. 
investor would incur in the event of currency convertibility 
problems, expropriation, war, revolution, insurrection or civil 
strife. Coverage is available foe loans, technology transfers, 
contractors and exporters, and cross-border leasing 
arrangements as well as for equity investments. This year, 
OPIC introduced business income coverage. This coverage 
protects the income of investors in the event of damage caused 
by political violence which interrupts the operation of the 
foreign enterprise. Insurance coverage is purchased by smaller 
American companies, contractors and banks as well as by the 
larger corporations that are experienced in international 
business. • . • . *

OPIC's direct loans and .loan guarantees on commercial terms are 
provided to new or expanding privately-owned and operated 
businesses in developing countries. The business must be at- 
least partially owned by a successful American company, or a 
U.S. company must be substantially at risk in the project to be 
assisted. As a result of this policy, businesses in developing 
countries are provided with access to experienced management 
and technology as well as'to U.S. capital.

OPIC offers general services to facilitate investment overseas 
by American businesses. These include investment missions, 
where U.S. investors meet local government officials and 
potential private venture partners? a computerized data bank 
for matching investors' interests with possible joint venture 
partners and specific overseas opportunities; investor 
information services; and conferences, seminars, and other 
educational programs."
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THE TRADE WD

since its creation in 1980, the Trade and Development Program 
(TOP) nas actively pursued its mandate to provide development 
assistance through promotion of international trade. As an auton­ 
omous agency under tne International Development Cooperation 
Agency, TOP provides funds for project feaaibility studies on the 
basis of a project's export potential for U.S. goods and services 
and the development impact it will have in the host country.

The underlying principle validating TOP'S double mandate is 
that if U.S. engineers and other consulting groups are involved at 
the planning stage, 'the project's promoters are likely to seek 
U.S. technology and equipment during implementation. Thus, devel­ 
oping countries are given access to advanced planning techniques 
and U.S. firms obtain an edge in the stiff competition to assist 
developing countries in furthering their infrastructure, industri­ 
alization, and agricultural development plans. The TOP Public 
Sector Planning grant is the standard mechanism for providing this 
assistance.

•

The TOP is directed principally at middle-income developing 
countries that can finance their own development with domestic 
resources or international financing. TOP therefore complements 
the efforts of U.S. bilateral development assistance programs 
that, primarily through A.X.D.. focus on the poorer developing 
countries. The program is especially useful in opening new busi­
ness channels between the United States and middle-income coun­ 
tries that no longer receive A.I.O. assistance.

A second TDP-sponsored program provides U.S. investors with 
grant funds to conduct comprehensive feasibility studies to direct 
decision-making and design elements for their potential invest­ 
ments in Third World countries. These grants constitute risk 
capital to encourage private investment in developing countries. 
The investor project feasibility studies are funded on a reimburs­ 
able basis: TOP'S 50-percent contribution is repaid upon invest­ 
ment. Again, the development impact of a project and its poten­ 
tial for generating a substantial level of U.S. exports are the 
principal criteria for evaluating proposals. For FT 1986, these 
reimbursable grants represent 22 percent of TDP's 94 projects. 
Examples of these projects include a winter vegetables project in 
the Dominican Republic, a furniture factory in Micronesia, and the 
development of photovoltaic capability in Turkey.

TOP evaluations demonstrate that the $75 million in TDP-fi- 
nanced feasibility studies have led to approximately fiOS million 
in exports from the United States to the developing world. The 
prospects for additional U.S. exports are very strong because the 
development and implementation period for these projects extends 
over the next 20 year*. Estimates indicate that future exports 
for projects already financed could be as high as $t.3 billion 
over the next 5 years, with an additional is. 9 billion anticipated 
over the next 5-20 years.

TOP has grown from a 54-million program in 1981 to a high 
point of $21.5 million in FT 1987. Since its inception, TOP has 
provided feasibility funding for over 400 projects in 74 different 
countries.

TDP's efforts in support of U.S. private sector interests in 
China have been particularly impressive. Since establishing its 
program in China in 1980, TOP has agreed to fund feasibility 
studies for 37 major Chinese development projects at a cost of 
approximately $15 million. These projects, which range from. 
airports to toxic waste disposal, offer the potential for U.S. 
exports valued at more than $1 billion.

TOP is also managing a $500,000 fund established to attract 
U.S. investors to the Dominican Republic's agriculture sector by 
providing resources tor feasibility studies.



The Inter-American Foundation (ZAF) is a public corporation 
created by Congress in 1969 to support the self-help efforts of 
the poor in Latin America and the Caribbean. Unlike larger bilat­ 
eral foreign aid programs, the IAF works primarily with private 
organizations rather than governments to promote the ideas and 
involvement of Latin America's poor in their own development at 
the grass-roots level. The IAT is funded by Congressional appro­ 
priations and the Social Progress Trust Fund administered by the 
Inter-American Development BanJc.

The IAF carries out its legislative mandate through the fol­ 
lowing activities:

— Assisting the initiatives of Latin American and Caribbean 
organizations that provide opportunities for the social 
and economic development of low-income and otherwise 
disadvantaged groups

— Fostering the participation in community and national 
development of groups that are usually denied a voice in 
development decisions and are largely excluded from the 
benefits of programs

— Encouraging the emergence and growth of democratic insti­ 
tutions in the region '

— Contributing to public understanding and debate about 
institutions, policies, and programs that shape and con­ 
strain economic and social change in Latin America and 
the Caribbean

The IAF is governed by a nine-parson board of directors 
appointed by the President of the United Statos and confirmed by 
the Senate. Six members of the board are selected from the pri­ 
vate sector and three are appointed from U.S. agencies concerned 
with inter-American affairs. The board appoints a president who 
serves as chief executive officer. The lAF's (7-person staff is 
based in Rosslyn, Virginia. The IAT maintains no overseas staff 
or offices; its country representatives work at the Rosslyn office 
but travel regularly to Latin America and the Caribbean to review 
current projects and new proposals.

The IAF selects projects for support from numerous proposals 
received in the field. The principal criteria for project selec­ 
tion are derived from the institution's legislative Mandate, as 
implemented through the board's policies. The criteria applied 
concern both the kinds of institutions to which grants may be made 
and the kinds of activities eligible for support.

Program Review

Over the past 16 years, the IAF has made more than 2,300 
grants for $223 million in 30 nations throughout Latin America and 
the Caribbean. Many grants are made to grass-roots organizations 
such as agricultural cooperatives, community associations, and 
small urban enterprises. Grants are also extended to larger 
organizations that work with credit, technical assistance, train­ 
ing, and marketing services. The average sise of XAT grants is 
$65,000; however, the IAT has made grants ranging from less than 
$1.000 to $2.5 million, in rr 1986, the IAF approved approximate­ 
ly 320 new and nupplemental grants totaling $21 million.



Foundatin

The African Development Foundation (ADF). a U.S. public cor­ 
poration. was established in 1984 to provide development assis­ 
tance to villagers and disadvantaged urban dwellers in Africa. 
Congress, after considerable deliberation, authorized the creation 
of the AOF in 1980. The ADF's mandate and operating procedures 
are based on principles derived from the lessons learned in deliv­ 
ering foreign assistance to Africa and other parts of the Third 
World. The ADF was established as an agency to identify appropri­ 
ate and effective methods of delivering assistance to local Afri­ 
can communities. As an agency, the ADF is also mandated to di­ 
rectly fund self-defined, small-scale development projects of 
indigenous people. These initiatives must be managed and con­ 
trolled by or substantively representative of the interests of 
villagers or disadvantaged urban dwellers.

Since its inception in 1964. the ADF has provided St. 115 
million in support to 90 small grass-roots development and re­ 
search projects in 23 African countries (Benin, Botswana, Cam­ 
eroon, Cape Verde, Egypt, Ghana, Guinea. Kenya, Lesotho, Liberia, 
Kalawi, Kali, Niger, Nigeria, Rwanda, Senegal. Sierra Leone, 
Somalia, Tansania, Togo, Uganda, Zambia, and Zimbabwe). The proj­ 
ects range from economic/private sector development to agricul­ 
tural/food production, community development, education/training, 
and research.

By the end of IT 1987, the ADF will have provided approxim­ 
ately $10.9 million in assistance to 190 projects in 23 African 
countries. Special attention will be paid to evaluating ADF- 
acsisted projects and disseminating the lessons learned by gran- 
tecs and the ADF to African grass-roots organisations, U.S. 
policymaJcars, and others interested in African grass-roots 
development.



OTHER U.S. GOVERJWENT ECONOMIC ASSISTANCE PROGRAMS

DEPARTMENT OF AGRICULTURE

The U.S. Department of Agriculture (USDA) plays » key role in 
assisting agriculture in developing countries, working in close 
cooperation with A.I.D., other bilateral and multilateral assis­ 
tance organizations, and the private sector. USDA's international 
involvement includes co-responsibility with A.I.D. for the admin­ 
istration of Public Law (PL) 480 food aid, reimbursable technical 
assistance and training programs, international research, scien­ 
tific and technical exchange programs, collaborative assistance to 
control animal and plant pests and diseases, and technical assis­ 
tance carried out as part of market development activities.

The Office of International Cooperation and Development is 
responsible for managing and coordinating the USDA's international 
programs. Although the USDA receives no direct appropriations, it 
provides a wide range of technical assistance and training sup­ 
port, carried out under participating agency and resources support 
agreements with A.I.D. or under reimbursable agreements with 
international organizations and foreign governments. To carry out 
these agreements, the USDA draws on the capabilities of 15 USDA 
agencies and services, U.S. land grant universities, and the pri­ 
vate sector.

In 7Y 1986, the USDA provided roughly 780 agricultural 
ciaiists to 87 developing and middle-incone countries. Over 70 
percent of the specialists were drawn from USDA services and agen­ 
cies. The USDA provided short-term and professional training for 
2,000 agriculturalists from 110 developing and middle-income 
countries, both in the United States and in the countries thest- 
selv«s. Academic programs and technical snort courses, on-the-job 
training, and observation study tours are specially designed to 
meet the needs of the international participants and the countries 
they represent.

In addition, the USDA sponsored nearly 700 international 
cooperative and binational research projects in 22 countries to 
help farmers in both the United States and the developing coun­ 
tries increase productivity and revenues and reduce losses caused 
by livestock and crop diseases and pests. The USDA also sponsored 
lie scientific and technical exchanges with 33 countries. These 
allowed specialists in many disciplines to share information and 
genetic materials necessary for the maintenance of disease- and 
pest-resistant cultivars. These programs recognize that the flow 
of benefits is no longer unidirectional and that both the United 
States and the developing countries benefit. The USDA, through 
cooperative agreements with developing countries and international 
organizations, is actively engaged in programs to control and 
eradicate animal and plant diseases and pests, such as the Medi­ 
terranean fruit fly, screw worm, and foot-and-mouth disease in 
Central America and the Caribbean.

The USDA maintains a cofinanced cooperator program with 
approximately SO nonprofit commodity associations in order to 
design and maintain jointly sponsored foreign market development 
activities. The associations provide technical services that 
enable importing countries to improve the efficiency of processing 
and marketing enterprises and livestock production.



DEPMTKEMT OT TREASURY

The Department of Treasury's role in foreign assistance 
activities has traditionally been one of development and formula­ 
tion of International economic and financial policies and programs 
relative to developing nations. To that end, the Department is 
active in U.S. Government and international forums relating to 
developing country economic and financial issues and multilateral 
and bilateral development assistance. •

The Secretary of Treasury serves as Governor of the world 
Bank, the Inter-American Development Bank <IDB). the Asian Devel­ 
opment Bank, and the African Development Bank. A significant 
portion of U.S. multilateral development assistance is extended 
through these four institutions. The Treasury Department plays a 
leading role in advancing growth-oriented programs of macroecenon- 
ic and structural adjustment and seeks to ensure the effective use 
of development funds. Treasury staff provide background support 
on a vide variety of issues for the U.S. executive directors 
serving at each of these institutions.

The international Finance Corporation (ire), an affiliate of 
the World Bank, has particular interest in the growth of produc­ 
tive private investment in its developing country members. The 
Treasury Department followu issues that come before the IFC's 
board and provides support and advisory services for the executive 
director on a broad range of issues. Similarly, the Inter-Ameri­ 
can Investment Corporation of the IDB vill serve as a catalyst for 
private sector development in Latin America.

The National Advisory council on International Monetary and 
Financial Policy, created in 1*45 by the Bretton Hoods Agreement 
Act and reorganised by executive order in If13, is chaired by the 
Secretary of Treasury. Its members are the Departments of State 
and commerce* the International Development Cooperation Agency 
(IDCA)/A.I.D., the Office of the U.S. Trade Representative, the 
Export-Import Bank, and the Federal Reserve. The council's Staff 
Committee meets weekly to coordinate U.S. participation in inter­ 
national financial institutions and to coordinate the policies and 
practices of U.S. Government agencies that extend foreign loans or 
engage in foreign financial exchange or monetary transactions.

Since 1978, the Working Group on Multilateral Assistance 
(MGMA) has had responsibility for reviewing the development as­ 
pects of proposed multilateral development bank loans and credits. 
HGKA, a working group of the Development Coordinating committee 
(DCC), is chaired by the Department of Treasury. WGMA members 
include the Departments of State. Agriculture, and Commerce; 
IDCA/A.I.D.; the Export-Import Bank; the Office of Management and 
Budget; and the National Security Council. WGMA has weekly staff 
meetings to study proposed individual loans; to review basic 
policy and budgetary questions affecting U.S. participation in 
multilateral development banks, and, as appropriate, to identify 
issues for consideration by the subcommittee or the full DCC.

The Department of Treasury also has an active role in the Dec 
subcommittee on rood Aid Programs. The Department of Treasury 
thus is involved in the extension of bilateral assistance through 
the PL 480 (Food for Peace) and Food for Progress programs.

,o



The Department of Treasury is also active in various interna­ 
tional and interagency activities, including the following:

— United Nations (U.N.) and its specialized agencies and 
bodies. The Department of Treasury'exercises an advisory 
role on economic and financial issues affecting develop­ 
ment that come before various U.N. organizations, includ­ 
ing the General Assembly, the United Nations Development 
Program (UNDP), the united Nations Conference on Trade

and Development (UNCTAD), and the International Fund for 
Agricultural Development (IFAD).

— Development Assistance Committee off the organisation for 
Economic Cooperation and Development (OECD). The Depart­ 
ment of Treasury provides staff support and advice to the 
U.S. representative concerning the Committee's work on a 
vide range of issues to enhance the assistance activities 
of OECD countries.

— Overseas Private Investment corporation (OPIO. The
Assistant Secretary for International Affairs is a member 
of the board of OPIC, which facilitates the flow of for­ 
eign direct investment in developing countries.

— Development Committee). The secretary of the Treasury 
serves as the U.S. nember of the Development Committee, 
which is a Joint international Monetary Fund (IMF)/World 
Bank committee of economics and finance ministers, who 
meet semiannually to exchange views on problems affecting 
developing countries.



OF LABOR

Since 1884, when research on foreign labor conditions became 
a statutory function of the "Bureau of Labor," the Department of 
Labor (DOt) has been an active—if sometimes little notices-­ 
member of the U.S. foreign affairs community. DOL's foreign 
economic assistance activities can be traced back to 1940, when 
DOL began its "exchange of persons* activities with Latin American 
republics. DOL assistance to other nations significantly in­ 
creased after Truman's Point Four program of 1949, and DOL has 
been a member of the Development Coordination committee since 
1961. Since then, DOL has carried out a full range of interna­ 
tional development assistance activities—hosting foreign visi­ 
tors, arranging or providing training, providing short- and long- 
term overseas technical advisers,, and Managing or implementing a 
variety of development assistance projects in developing nations.

DOL offers developing countries its expertise and assistance, from 
new techniques in collective bargaining available through the 
Bureau of Labor Management Relations and Cooperative Programs, 
prevention of work-place Injuries and illness through the Occupa­ 
tional Safety and Health Administration, to consulting by DOL's 
Women's Bureau on the role of women in the work-place. An example 
of the range of DOL international assistance was the dispatch 
during FY 198* of experts from the Mine Safety and Health Admin­ 
istration to Mexico City to help locate victims trapped in the 
debris fro* that city's tragic earthquake.

The technical assistance activities of the Bureau of Labor 
Statistics (BLS) are undertaken primarily by its International 
Labor statistics Program Canter, which has provided training to 
economists, statisticians* and other producers and users of 
social, economic, and labor statistics since 194ft.

The BLS aijo arranges specialised training programs and 
consultations in Washington. D.C. for individual participants, 
baaed on their particular needs and requests. Such specialised 
programs, ranging from 1/2 day to 1 year in duration, were 
arranged for 372 parsons during FT Ifit. BLS staff alto served as 
long-ten technical advisers and as A. X.D.-financed short-term 
consultants to developing countries during the year.

The Bureau of international Labor Affairs organises or pro­ 
vides tho majority of DOL's international technical assistance 
under a variety of arrangements that redact the diversity of U.S. 
development assistance to developing countries. The Bureau admin­ 
isters a large international visitors program, arranging short- or 
long-tarn U.S. training or consultations for trade unionists, 
labor ministry officials, vocational trainers, and others frost the 
developing world. A largt part of this visitors program is funded 
by A.Z.O.'f Bureau for science and Technology, and other visitors 
arc supported by the U.S. Information Agency, the international 
Labor Organisation, vIt 1 lateral development banks, or other 
resources. ~ '

Curing FT 19M, stembers of DOL's international Technical 
Assistance corps undertook both short- and long-term assignments 
at the request of A.I.D., joined with the Trade and Development 
Program in overseas missions under authority of section (61 of the 
Foreign Assistance ?ct. and continued DOL's program of reimbur­ 
sable technical as''.stance to developing nations under section 
607(a) of the act.
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( DEPARTMENT Or COMMERCE

The International Trade Administration (XTM of the Depart­ 
ment of commerce carries out the U.S. Government's nonagricultural 
foreign trade activities. It encourages and promotes U.S. exports 
of manufactured goods, administers U.S. statutes and agreements 
dealing with foreign trade, and advises on U.S. international 
trade and commercial policy. Even though, ITA's primary mission is 
to strengthen U.S. trade and increase exports, it also provides 
services that facilitate investment and thus contribute to private 
sector growth in developing countries. ITA's major units involved 
in servicing U.S. businesses interested in investing in developing 
countries are described below.

The U.S. and foreign Commercial Service (UStFCS) offers U.S. 
businesses coordinated investment assistance both in the United 
States and abroad. Overseas, the UStrcs maintains offices in 120 
major foreign cities in 63 countries and provides a full range of 
business, investment, and financial services. These include 
political and credit risk analysis; advice on market entry strate­ 
gy; aitd major project identification, tracking, and assistance. 
FCS officers identify investment opportunities, including joint 
venture partners for U.S. firms, and supply data on country trends 

. affecting investment and business conditions an£ sn investment 
prospects for specific industries. Domestically, the USfcFCS 
operates 47 district offices in industrial and commercial centers 
throughout the united states. The district offices provide U.S. 
companies with information on investment opportunities abroad and 
on economic conditions in particular countries.

The Caribbean Basin Business information Center is a special­ 
ized unit in USiFCS charged with facilitating investment and trade 
between entrepreneurs in the United States and Caribbean coun­ 
tries.

International Economic Policy CIEP) provides commercial and 
economic information on a country-specific or multilateral basis. 
ICP country specialists provide information on specific overseas 
investment opportunities, foreign market conditions, commercial 
and investment policies, business practices, and economic and 
political developments. ICP country specialists also assist in 
resolving problems that U.S. firms encounter overseas. The ICP 
has sponsored a series of seminars on "Doing Business in..." and 
will continue to sponsor country- or region-specific seminars on 
trade and investment practices and policies in selected developing 
countries. The ICP also organises overseas trade and investment 
missions to select developing countries, with assistance from ITA 
industry specialists. The XEP has also assisted several "reverse" 
investment missions from developing countries to the United 
States, in order to increase contacts between these countries and 
U.S. businesses. In the multilateral organisations involved in 
investment matters, the ICP is working to promote greater under­ 
standing of the economic benefits of foreign direct investment and 
to liberalise the international investment environment, especially 
in developing countries.

V"'



Military Assistance Programs

Foreign Military Sales Financing Program

The Foreign Military Sales (FMS) credit program enables 
allies and friends of the United States to strengthen their 
self-defense capabilities by acquiring U.S.-origin military 
articles, services, and training. For fiscally-constrained 
countries where security interests coincide with those of the 
United States, the high costs of modern defense equipment make 
it difficult to obtain defense equipment and related services 
on a cash basis. A strong national defense capability 
contributes to regional stability and reduces the likelihood 
that regional conflict will threaten U.S. interests. Thus, it 
is greatly to the advantage of the United States to assist 
friends and allies in maintaining the ability to defend 
themselves, by providing them the required financing for these 
procurements.

Given the magnitude and complexity of our global 
responsibilities, the United States alone cannot safeguard the 
free world's security interests. The FMS financing program* 
permits friendly nations to share the burdens of collective 
security. By providing such financing, the United States 
lessens the likelihood of direct U.S. military involvement 
during situations of instability and conflict, thereby helping 
to reduce demands on U.S. military resources.

The FMS financing program was initiated in the Mutual 
Defense Security Act of 1954 and was continued in the Foreign 
Assistance Act (FAA) of 1961. In 1971, FMS financing exceeded 
grant assistance for the first time, in 1976, the Arms Export 
Control Act (AECA) consolidated existing government and 
commercial sales legislation. Sections 23 (direct loans) and 
24 (guaranteed loans) of the Act provided authorization for 
the program. Because of increased emphasis on cash sales in 
the late 1970s, the number of grant recipients and the size of 
the grant program decreased steadily through FY 1981.

Almost all FMS financing in the 1974-1984 period was in 
the form of guaranteed loans provided through the Federal 
Financing Bank at interest rates that were slightly higher 
than the cost of many to the U.S. Treasury, in the global 
recession of the early 1980s, repayment of previous FMS loans 
with higher interest rates exacerbated many developing 
countries' debt service problems.

By the early 1980s, Congress and the Executive Branch, 
spurred by the Bipartisan Commission on Economic and Security 
Assistance, expressed concern that high interest rate FMS 
financing was contributing to recipient country debt 
problems. This concern prompted the FY 1985 legislative

Department of State - Congressional Presentation for FY 1989



mandate for totally "forgiven" (i.e., non-repayable) FMS 
financing for Egypt and Israel, and concessional (lower 
interest rate) loans for other selected countries.

In FY 1988, all FMS financing is in the form of either 
forgiven or concessional interest rate loans. (All of the 
credits for Israel and Egypt continue to be forgiven. At 
Congressional direction, part of the Turkey and Pakistan FMS 
credit programs are also forgiven.) The Administration 
believes that such a program is fully justified. By enhancing 
the economic value of U.S. military assistance, many countries 
are better able to devote moire of their scarce financial 
resources to economically productive activities.

The Administration is requesting an all-forgiven FMS 
financing program in the amount of $4.46 billion for FY 1989. 
By providing forgiven FMS credits, those recipients that have 
the bureaucratic infrastructure with which to do so will be 
able to apply part or all of their FMS financing to commercial 
purchases, a process that is not possible under the grant 
Military Assistance Program (MAP), which is intended strictly 
for government-to-government purchases. This all-forgiven 
initiative is consistent with the trend advocated by Congress 
to modify the FMS financing program in order to ease. 
countries' debt burden.

In response to repeated requests by other countries and 
encouragement by members of Congress, the Administration 
developed several alternatives in 198? to address the problem 
of heavy debt. The FY 1988 Continuing Resolution 
appropriation allows for refinancing of principal coming due 
after September 30, 1989 on FMS loans carrying interest rates 
of 10 percent or greater. The legislation also permits this 
refinancing to be carried out with a 90 percent guarantee. 
Under the law, the implementing regulations are prepared by 
the Department of the Treasury.

Many countries have expressed interest in the refinancing 
program. Most, however, will not make a decision on whether 
to pursue the program until regulations are in effect and 
actual refinancing proposals are formulated in conjunction 
with commercial banks.



n
Military Assistance Program

Military Assistance Program (MAP) grant funding assists 
allies and friends in financing procurement of defense 
articles and services to help strengthen their self-defense 
capabilities. Without grant aid, many countries would have to 
divert scarce domestic resources from economic development to 
purchase military equipment and training. Since FY 1982, MAP 
funds have been merged with recipient countries' funds and/or 
with Foreign Military Sales (FMS) financing credits in the FMS 
Trust Fund to pay for FMS cases.

Established under the Mutual Defense Assistance Act of 
1949, MAP originally provided for the loan or grant of 
military equipment, materials, and services (including 
training) to allied and friendly nations. In line with U.S. 
foreign policy interests, from FY 1950 to about FY 1963, the 
MAP program was directed mainly toward Europe to contain the 
Soviet challenge. Subsequently, the United States provided , 
MAP grants primarily to areas of the developing world where 
U.S. security interests were threatened.

From the mid-1960s until the mid-1970s, the East Asia and 
Pacific regions accounted for the greatest percentage of MAP 
assistance because of the war in Vietnam. Near East and South 
Asian countries were also important MAP recipients during this 
period. As a result of the generally improved global economic 
situation in the late 1960s and 1970s, and Congressional 
pressure to eliminate MAP, requests for MAP reached a low of 
$104.4 million in FY 1981.

Beginning in FY 1982, and in response to the steady 
economic deterioration of several defense partners, the 
Administration increased its grant funding request. Congress 
provided gradual increases in MAP appropriations. Sustained 
Congressional support of MAP funding has partially compensated 
for the reductions in overall security assistance 
appropriations.

lt>, FY 1988, $700.75 million in MAP is being provided for 
21 country and regional programs. The major recipients of 
these MAP funds are base rights countries and friends in 
Central America and the Middle East. In FY 1989, the 
Administration is requesting a MAP level of $467 million, a 
reduction partly attributable to the fact that an all-forgiven 
FMS financing program is also being requested for FY 1989. 
The FY 1989 MAP request includes funding for 30 country and 
regional programs. The major MAP recipients in this request 
are strategically important countries in East Asia and Central 
America.



International Military Education and Training Program

The International Military Education and Training (IMET) 
program is a grant aid, low-cost foreign policy instrument 
that provides a valuable channel of communication and 
influence with foreign military forces worldwide. Training 
has long been considered to be a more cost effective force 
multiplier than any other form of security assistance.

Since 1950, IMET and its predecessor program have trained 
more than 500,000 officers and enlisted personnel representing 
most countries of the free world. Training has taken place in 
more than 2,000 different specialties, from basic technical 
skills to professional military education. The training 
advances the efficiency, professional performance, and 
readiness of each nations' armed forces to support specific 
professional military requirements. In addition, English 
language training,- which is essential to training in the 
continental United States, contributes directly to increased 
rapport with the United States and, in the long term, to a 
greater understanding of U.S. society, institutions, and 
ideals, and commitment to internationally recognized human 
rights.

The IMET program not only supplements other countries' 
indigenous training efforts, but also is often the only major 
alternative to Soviet-oriented programs. In addition to 
teaching military skills and U.S. military doctrine, IMET 
provides significant opportunities for future access to the 
civilian and military leadership of other countries. As in 
the past, a significant number of IMET trained military 
leaders are likely to hold positions of prominence in their 
countries. From FY 1979-1984, for example, over 1,540 
IMET-trained personnel held such positions, including chiefs 
of military services, cabinet ministers, ambassadors, senior 
staff officers, field commanders, and commandants of senior 
professional military schools. This number included 
approximately 1,475 officers of general and flag rank.

As a long-term investment, IMET demands continuous 
management. As a result of extensive improvements in the 
administration of IMET, country programs today are more 
balanced. Such improvements include adherence to a consistent 
policy to ensure effective program implementation; issuance of 
precise annual training guidelines; development of multi-year 
country training plans? and minimizing of high cost 
undergraduate pilot training in favor of less costly 
professional military education. Emphasis on less costly 
professional military education and training allows for an 
increased number of trainees to be exposed to U.S. values of 
military professionalism and non-involvement in civilian 
government.



FOREIGN ASSISTANCE AGENCY AND PROGRAM ORGANIZATION
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Interagency Coordination of Foreign Assistance Programs

The Development Coordination Comsuttee (DCC);
In 1973, Congress directed the President (section 640B of the Foreign 

Assistance Act of 1961) to establish a Development Coordination Committee (DCC) 
that would advise the President on matters involving the coordination of U.S. 
policies and programs affecting Third World development, including bilateral 
and multilateral economic aid. The DCC is charged with carrying out these 
responsibilities subject to the foreign policy guidance of the Secretary of 
State. Once established, the DCC created a series of subcommittees (see below) 
which perform the actual task of interagency coordination. The DCC itaelf 
currently does not appear to meet or function.

Chairman; Director of the International Development Cooperation 
Agency (IDCA) — at present, the Administrator for the 
Agency for International Development (AID) serves as the 
Director of IDCA.

Members; Administrator, AID; Director, Institute for Scientific and 
Technological Cooperation; Under Secretary of State for 
Economic Affairs; Under Secretary of Commerce} Under 
Secretary of Agriculture; Under Secretary of Labor; Under 
Secretary of Energy; a Deputy Special Representative for 
Trade Negotiations; an Associate Director of the Office of 
Manageaent and Budget (0MB); a representative of the 
Assistant to the President for National Security Affairs; 
President, Export-Import Bank; Director of the Peace 
Corps; and President, Overseas Private Investment 
Corporation.

DCC Subcommittee on Multilateral Assistance}
Like the DCC, this subcommittee does not regularly meet or function. 

Instead, the subcommittee established a Working Group on Multilateral 
Assistance that reviews development aspects of the multilateral 
development banks (MDBs) and the International Fund for Agricultural 
Development (IFAD). The Croup meets weekly to discuss and act on MDB and 
I FAD projects and policy.

Chairman; Director of Project Review Division, Department of the 
Treasury.

Members; Representatives from AID, Department of State, Department 
of Agriculture, Department of Commerce, Department of 
Transportation, 0MB, and the Federal Reserve.

Food Aid Subcommittee;
The Food Aid Subcommittee, chaired by the Department of Agriculture, 

was established to coordinate issues related to P.L. 480 programs. It 
meets several times a year to* set out broad policy and program guidance 
and to settle any program disputes.

Chairman; Department of Agriculture.
Members; Representatives from AID, Department of State, Department

of the Treasury, Department of Commerce, 0MB, and the
National Security Council.



The day-to-day management of food assistance, however, has been 
delegated to two staff-level interagency bodies: the Working Croup of the 
Food Aid Subcommittee, a council that reviews and approves all P.L. 480 
programs and focuses specifically on the concessional P*L. 480 activities 
under Title I/III; and a Title II Subcommittee of the Working Croup that 
reviews and recommends action on Title II food donation programs for 
disaster relief and other humanitarian and developmental activities. 
Membership on the Working Croup includes:

Chairman; Department of Agriculture.
Members; Representatives from AID, Department of State, 0MB,

Department of the Treasury, and the Department of
Commerce.

Membership on the Title II Subcommittee includes:

Chairman; Chief, Title II Division, AID.
Members: AID's Bureau of Program and Policy Coordination, AID 

regional bureaus, as appropriate, AID's Office of Private 
and Voluntary Cooperation, AID's Office of. Nutrition, 
representatives from Department of Agriculture, 0MB, 
Department of State and U.S. voluntary agencies.

The national Advisory Council eo International Monetary and Financial Policies: 
The Council, commonly referred to as the MAC, is responsible for 

coordinating U.S. participation in international financial institution*, 
including the World Bank and the International Monetary Fund, and for 
overseeing the policies of any U.S. agency that is involved in Baking foreign 
loans or that engage in international financial, exchange, or monetary 
transactions. The original MAC was created in 1945, abolished in 1965, and 
reconstituted in 1966 without change in membership.

Chairman; Secretary of the Treasury.
Members; Secretary of State, U.S. Trade Representative, Secretary 

of Commerce, Chairman of the Board of Governors of the 
Federal Reserve System, President of the Export-Import 
Bank, and the Director of I DC A (currently the 
Administrator of AID).

Most of the NAC's work is done through the Staff Committee, a body made up 
of economists *and other professionals of MAC agencies. This Committee meets 
weekly to review international monetary and financial transactions within the 
scope of the NAC's responsibilities.

Security Assistance Program leview Working Croup (SAPBUC):

The Security Assistance Program Review Working Croup (SAPRWG) is an 
interagency body that is responsible for coordinating security aid budget 
issues. As the budget environment changed significantly in the 1980s — first 
rapid increases for security assistance, followed by sharp declines — so too 
did the role of the SAPRWC. During the early part of the decade, it was an 
active committee that met frequently to address the size and allocations of 
security aid. As budget levels fell in more recent years, the Croup has 
become far less active and now meets only two or three times per year. For 
the most part, interagency coordination concerning security assistance is 
conducted on a more informal, ad hoc basis whereby groups are convened to 
address specific policy issues as they arise.



Secretary of State forChairman; Assistant/Deputy Assistant 
Political-Military Affairs.

Members; State Department representatives from the regional 
bureaus, the Bureau of Economic and Business Affairs, and 
the office of the Under Secretary for Security Assistance, 
Science, and Technology; Defense Department 
representatives from the Defense Security Assistance 
Agency (DSAA), the office of the Assistant Secretary for 
International Security Affairs, and the Joint Chiefs of 
Staff; AID; 0MB; National Security Council, and the 
Department of the Treasury.

The Economic Policy Council*

In an effort to streamline policy development and decisioiunaking at the 
Cabinet level, President Reagan announced in April 1985 chat he had established 
two new bodies: the Economic Policy Council and the Domestic Policy Council. 
These two groups replaced seven existing Cabinet Councils and the Senior 
Interagency Croup-International Economic Policy. Under the new organization, 
the Economic Policy Council is charged with advising the President on all 
aspects of national and international economic policy* t

Chairman; The President.
Chairman pro tempore; Secretary of the Treasury.
Members (regular); Secretary of the Treasury, Secretary of State,

Secretary of Agriculture, Secretary of Commerce, 
Secretary of Labor, Director of 0MB, U.S. Trade 
Representative, and Chairman of the Council of 
Economic Advisors.

Other Members: For issues related to international policy or
budget matters — the heads of the national 
security community departaents and agenciea and 
the Assistant to the President for National 
Security Affairs.

E* Officio Members: The Vice President and the White House Chief of
Staff.
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International Affairs Budget (Function 150)
FY1989

(Millions of Dollars)

| International Security
Assistance

(Sub-Function 152)
$7.741

International Financial Programs
(Sub-Function 155)

($564)

International Development and
Humanitarian Assistance

(Sub-Function 151)
$5,216

Conduct of Foreign 
' Affairs (Sub-Function 153) 

$2,665

Foreign Information and Exchange
Activities (Sub-Function 154)

$1,127

Total $16.185



Foreign Aid Budget 
FY1989

(Millions of Dollars)

International Development and Humanitarian Assistance (Sub-Function 151)
Narcotics Assistance 

$101

International Organizations and
Programs

$226

Refugee Assistance 
$412

PL 480 
$1.060

Total $5,216

Other 151 
($273)

Agency for International
Development

$2,337

Multilateral Development Banks 
$1.315

International Security Assistance (Sub-Function 1*')

Military Assistance 
$467

Economic Support Fund 
$3.258

Other 
($257)

Foreign Military
Sales Credit

$4,273

Total $7,741



International Affairs—Non-Foreign Aid Budget
FY1989

(Millions of Dollars) 

Conduct of Foreign Affairs (Sub-Function 153)

State Foreign Building
Operations

$240

International
Organizations and

Conferences
$521

Total $2,665

State Salaries
and Expenses

$1,789

Foreign Informatics and Exchange Activities (Sub-Function 154)

Board for International
Broadcasting

$228

USIA: Radio
Construction

$65

USIA: Salaries
and Expenses

$620

Total $1,127



Security Assistance 
Policy and Resource Coordination

DOD/DSAA

J.CS./J-5

Secretary of State

Deputy Secretary 
(Policy and Resources)

Under Secretary for 
Security Assistance

Assistant Secretary fcr
Politico-Military

Affairs

Regional Bureaus

Country Desks and 
Teams

A.I.D.



SECURITY ASSISTANCE BUDGET PROCESS 

Request Cycle

0MB Provides Budget guidance 
to State for upcoming fiscal year

Asst. Sec. for Politic-Military
Affairs requests an 'Annual 

Integrated Assessment of Security 
Assistance (AIASA) from country teams

Country Teams assess S.A. requirements
of country and submit assessment

to State and DOO

State Regional Bureaus propose 
country S.A. funding levels, 
AIASA is fundamental input

Security Assistance Program Review
Group (SAPRWG) debates Regional Bureau

proposals & recommends country S.A. funding
levels to Under Secretary for S.A. (*T*)

(SAPRWG members include regional 6 functional-
bureaus at State plus AID, ACDA, DOD/DSAA,

JCS/J-5, NSC, OMB, & Treasury)

*T' Chairs meeting at the Asst. Sec. 
level to finalize the S.A. proposal

Deputy Secretary reconciles unresolved
differences in S.A. and integrates S.A.

into the International Affairs budget, and
submits recommendation to SECSTATE

OMB reviews State's submission 
and passes it back with changes

State negotiates with OMB over differences
and may reclama OMB passback to White

Bouse Budget Review Board

President submits final Budget to congress



SECURITY ASSISTANCE BUDGET PROCESS . 

Authorization Cycle

President's Legislative Proposals 
Transmitted .to Congress shortly After 

Budget Request

Legislative proposals Incorporated Into
Foreign Aid Authorization Bill (International
Security and Development Cooperation Act)

Congressional Hearings Held on Authorizations

— House Foreign Affairs Committee, 
— Senate Foreign Relations committee

Secretaries of State and Defense
Traditionally Testify Before
Full HFAC and SFRC on Overall

Program and Legislative
Proposal

RFAC and SFRC Advise Respective Budget
Committees of Their "Views and Estimates*

(HFAC by 2/25 f SFRC by 4/1)

Subcommittees Hold Hearings on Specialized
Areas of Concern (HFAC Subcommittees also
Mark-up Bill. On Senate Side, there is

no Subcommittee Mark-up.)

Congress Completes Action on First Concurrent 
Budget Resolution

Full HFAC and SFRC Mark-ups 

HFAC Generally Reports Bill First

House Action

SFRC Reports Bill

Senate Action

Bills are Conferenced and Sent Back to Both 
Houses for Final Passage

Presidential Action



SECDRITY ASSISTANCE BUDGET PROCESS 

Appropriation Cycle

Budget Committees propose BA and 
Outlay ceilings for entire International 

Affairs (150) Function

Concurrent Budget Resolution
establishes these ceilings to constrain

subsequent appropriation action

Appropriations Committees allocate 150 
budget authority and outlays to

their various subcommittees 
(known as a 302(b) allocation)

Foreign Operations Subcommittees (of
Appropriations Committees) distribute

their 302(b) .allocations among the foreign
assistance accounts under their jurisdiction

(e.g., MAP, FMS Credits, IMET, etc.)

House and Senate each pass their own
version of foreign assistance appropriation

bill and have differences resolved in Conference

If an Authorization Act is in force, the
appropriators generally are constrained

•by the budget ceilings and other
parameters established therein

Appropriations legislation is enacted
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ABSTRACT

This report sett out the beginnings and evolution of a series of U.S. 

development aid programs since the end of World War II. The origins and 

criticism of the 1973 "New Directions" changes in development policy are 

highlighted, as well as the continuing congressional dissatisfaction with 

foreign aid.
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DEVELOPMENT ASSISTANCE POLICY: A HISTORICAL OVERVIEW*

The United States has provided large-scale foreign economic aid through 

various programs for over 45 years. This paper will concentrate upon the 

beginnings «nd evolution of U.S. development assistance policy.

BASIC LEGISLATION AND ADMINISTRATIVE ENTITIES

Basic legislative authority for postwar U.S. economic aid programs has

been derived from three bills: the Economic Cooperation Act, 1948-50; the

Mutual Security Act, 1951-61, and the Foreign Assistance Act, 1961 to the

V present. Major revisions regarding economic assistance policy were made in the

*•• Mutual Security Act in 1954 and 1959, and in the Foreign Assistance Act in 1973

and 1975.

Since 1948, primary administrative responsibility for foreign aid has been
9

given to a series of what were established to be special agencies, but were in 

fact the same agency as reorganized by successive national administrations. 

The Economic Cooperation Administration (CCA) administered the Marshall plan 

and parts of the first development assistance programs in lets developed 

countries in conjunction with the Technical Cooperation Administration inside 

the Department of State. This was followed by the Mutual Security Agency (MSA)

* Portions of this paper are taken from or based upon work appearing in: 
U.S. Congress. House. Committee on Foreign Affairs. Soviet Policy and 
United States Response in the Third World. Report Prepared by the Congres­ 
sional Research Service, The Library of Congress, 97th Cong., 1st Sess., March 
1981. Washington, C.P.O., 1981; and U.S. Congress. House. Subcommittee of 
the Committee on Government Operations. AID's Administrative and Management 
Problems in Providing Foreign Economic Assistance. Hearing, 97th Cong., 1st 
Sess., Oct. 6, 1981. Washington, C.P.O., 1981.
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While Lend-Lease terminated at the end of the war, the need for commodity

aid in Europe continued. Between 1945 and the start of the Marshall plan in 

mid-1948, a number of relief and rehabilitation programs were undertaken. 

These included Government and Relief in Occupied Areas (CARIOA) (approximately 

$6.1 billion from 1943 to 1951);. the Greeks-Turkish aid program in 1947 and 1948 

($650 million); the multilateral United Nations Relief and Rehabilitation 

Administration (UNRRA) from 1944 to 1947 ($2.6 billion); and the Interim Aid 

program of 1947-48 ($597 million). In addition, other programs, such as the 

1946 special British loan, Export-Import Bank activities, and parts of the 

Marshall plan involved credits that were eventually to be repaid.

MARSHALL PLAN

The Marshall plan became necessary because the economies of Europe, some 

two years after the end of the war, -were still suffering seriously from the 

dislocations of the war. It became obvious to U.S. policymakers that some form 

of long-term economic aid was going to be necessary in order to establish the 

conditions for the revival of healthy economies in Western Europe. The 

combination of continuing economic stagnation, extremely bad weather, labor 

unrest, and potential gains by Communists all impelled Congress to respond to 

the request by the Truman Administration to create a European Recovery 

Program—called the Marshall plan after Secretary of State George Marshall who 

proposed its outlines in a June 1947 speech. A separate agency, the Economic 

Cooperation Administration (EGA), was established to implement the program.

By the time the Marshall plan had been concluded in 1952, more than $13 

billion in commodities had been granted to the countries of Western Europe. 

These commodities consisted of the full range of raw and semifinished materials 

and machinery ranging from food to seeds and fertilizers, medical equipment and
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/•• At this time, Congress specifically intended to establish only a technical 

assistance program. In its report on the 1950 aid bill, the Senate Foreign 

Relations Committee stated:

Because some misunderstanding has arisen about the nature of this 
program, it should be made clear at the outset that it is neither an 
EGA (Marshall plan) for the world ncr in any sense a capital invest­ 
ment program. Because of the limited nature of the program, it will 
not require the expenditure of large sums of money. Its chief cost 
will be for the salaries and expenses of technicians and other 
personnel and not, for example, to purchase machinery, food, and raw 
materials. (S. Rept. 1371* 81st Cong., 2d sess.]

However, because of the peculiar institutional structure created by the 

1950 Act—a Technical Cooperation Administration (TCA) in the Department of 

State was created, while the separate Economic Cooperation Administration 

contintj '.A in existence in sone areas—certain LDCs received technical assis­ 

tance, commodity import support, and capital assistance because there were EGA 

i missions already established. Other LDCs, with only TCA missions, received 

\ technical assistance alone. This confusion had its origins in actions taken by 

President Truman early in 1949.

On January 1, 1949, some 18 months before the start of the Korean war, the
i

President gave the Economic Cooperation Administration—the agency responsible

for carrying out the Marshall plan in Europe—responsibility for administering 

' economic aid in Korea. This marked a major shift in U.S. policy toward Korea 

from post-World War II relief to economic development. Aid programs were also 

begun in Burma, Indochina, and Thailand, when the EGA suggested to Congress 

that funds left over from the mainland China program—and unusable as a result 

of the fall of the Nationalist government—be expended in the "general area of 

China."

This conflict in intentions and organizatit*.. vas highlighted in the Joint

Report of the Senate Foreign Relations Committee and Senate Armed Services

\ Committee on the Mutual Security Act (MSA) of 1951 where an elaborate six-part
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/- Libya, Ethiopia, India, Pakistan, Ceylon, Afghanistan, Nepal, Iran, Israel, and

the Arab countries.

In the Mutual Security Act of 1951, a total of $7.8 billion was proposed 

for all types of aid. Of that amount, $1.8 billion was for economic aid, 

including EGA "Technical Assistance and Development" in underdeveloped areas, 

technical assistance worldwide, and defense support. Thus, in the second year 

of the program, some 23 percent of U.S. aid was for a program whose purpose was 

not yet clearly delineated. This ambivalence as to the goals and propriety of 

providing development assistance was a characteristic of the first two years of 

the program. Nevertheless, the United States continued to provide development 

assistance to less developed countries. By 1953, over $288 million in this 

type of aid was being provided by the United States to a small number of less

developed countries. 
V- 

s The House Foreign Affairs Committee report on the 1953 Mutual Security Act

section on Special Regional Economic Assistance set out the reasons for the 

aid. It stated:

Special economic aid programs are required to help the countries of 
the region to help themselves and to help one another in accelerating 
development possibilities where other funds are not available to 
enable basic development of the local resources to take place. They 
will be directed to fields where private or public investment funds 
are not otherwise available, such as projects for water storage, 
power, irrigation, transport, and the like. In addition, funds are 
required for general economic support to prevent privation and 
accompanying political unrest. Empties is in the expenditure of such 
funds must be directed to benefit those countries which do not have 
sufficient other resources for their development.

In the recodification of U.S. foreign aid programs which took place in the 

1954 Mutual Security Act, little clarification was soade of the goals and 

purposes of the development assistance program. Title II was named "Develop­ 

ment Assistance," and the total amount authorized, some $299 million, was $87 

million larger than had been appropriated for the previous fiscal year. But 

the legislative statement in the new "Development Assistance" authorization
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through economic assistance budget categories: commodity imports, cash 

transfers, and, to a lesser extent, technical assistance.

The original Economic Support for Defense authorization in the 1951 Mutual 

Security Act reflected the impact of the outbreak of the Korean war. Aid to 

Europe that had previously been seen as building a strong economic base on 

which defense capabilities could subsequently be developed, was now seen as 

•taking possible direct and immediate contribution to ailitary strength. The 

following excerpts from a memorandum inserted in the Senate Report on the 1951 

Mutual Security Act capture this rationale:

... The mutual security bill contemplates that in the future the 
United States will furnish two basic types of aid to Europe, ailitary 
end-item aid and economic-support aid. Both of these types of aid 
are to be directly related to the defense efforts of the recipient 
countries. -Inasmuch as all economic-support aid is intended to 
provide the basic economic strength essential to the undertaking of 
an adequate defense effort, it is no longer necessary or desirable to 
preserve a distinction between the fragment of that aid which is to be 
utilized in direct support of military production, and the remaining 
segment which is designed to provide for the idpact of an overall 
rearmament effort on the general economy ....

For 1951, the first year of the Mutual Security Act* Europe WAS the only 

region authorized to receive defense support. The following year, 1952, §1.4 

billion was authorised for defense support and economic aid in Europe. At the 

same time, Taiwan and Indochina (Cambodia, Laos, and Vietnam) were also given 

$202 million in defense support. The rationale for the defense support for 

Taiwan included all of the economic and political elements which were later to 

characterize security supporting assistance.

. . . Direct support will be furnished to the U.S. military assis­ 
tance program through the financing of common use imports directly 
required by the Armed Forces, such as petroleum, uniform, and bedding 
materials, food for troops, construction materials, Lvttpital equip- 
•ent, et cetera. Likewise, local costs connected with these items 
will be financed from counterpart funds. In addition, the strength­ 
ening of transport and power systems, assistance in snaintaining 
livable economic conditions throughout the rural areas, and the 
contribution of our program to economic stabilization are basic to 
the success of the military assistance effort.



CRS-11
»

industrial growth, either to substitute for imports or to be 'told in export 

markets; and rural development, which posited that ecor.omic growth in rural 

areas would Head to overall self-generating growth. Hore recently, 

export-oriented growth, and redistribution with growth, or grovth-with-equity 

strategies have been the focus o.f attention.

It should be emphasized that only parts of these Strategies were incorpor­ 

ated into U.S. aid policy at any one time. Actual aid policy hat always 

consisted of a mixture of several different, and not necessarily exclusive, 

"strategies." This mixture was a reflection, not only of the lack of agreement 

among development economists, but also of the several economic and political 

goals of the U.S. development assistance program.

Changing Justifications for Development Assistance

The ambiguous initial justifications for the provision of development 

assistance remained unchanged for the first years of the program. In 1956, 

President Eisenhower asked Congress for authority to make commitments up to 10 

years to assist LDCs with long-term development projects. There was no support 

in Congress for the proposal. The first coherent justifications for long-term 

development aid were both presented in 1957. One was a study done at the 

Massachusetts Institute of Technology (MIT) as part of a series of research 

efforts sponsored by the Senate Special Committee to Study the Foreign Aid 

Program. The MIT study, "The Objectives of U.S. Economic Assistance Programs/1 

concluded that a policy of deterrence against a Soviet military threat was not 

in itself adequate to achieve a world environment favorable to the United 

States. In the view of the authors, the United States had the opportunity "in 

the next two or three decades*' to revolve the Cold War and to promote a more 

congenial international environment. According to the MIT study, a sustained,

•y
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had not adequately net such needs; . and evidence from « select number of 

countries, predominantly in East Asia, that basic needs could be met through 

alternative development approaches.

According to supporters of the New Directions changes, until the early 

1970s, the primary development approaches eaphasited economic growth as the key 

to overall development: "the more rapid economic growth, the faster the 

overall development process. ** Furthermore, according to Hew Directions 

advocates, it was believed that the most effective Beans of saaximizing economic 

development was through capital-intensive industrial production in urban 

centers. Once this growth process was generated «nd sustained, the benefits 

from it would disperse, or "trickle down," throughout the economy, gradually 

developing great momentum. In time, the rural poor would be beneficiaries of 

the development process.

In certain respects, conceded by some proponents of the New Directions 

changes, the results of the traditional development approach in the LDCs were 

positive. Economic growth rates among the LDCs as a group had been quite 

impressive during the 1950s and 1960s. During the 1960s, the developing 

countries averaged a 5.5 percent annual increase in Cross National Product 

(CKP) and an annual per capita CNP increase of 3.2 percent.

Yet, according to supporters of the 1973 changes, accompanying this 

impressive economic growth was evidence that the poorest inhabitants of many 

LDCs had been excluded from the development process, and in some cases, 

adversely affected by high growth. The consensus of a number of studies which 

appeared in the late 1960s and early 1970s was that in many instances the gains 

of the conventional development approach had so far failed to trickle down. 

The International Labor Organization (ILO) found that despite the significant 

increases in per capita incomes, unemployment in various developing countries 

was also increasing during the 1960s. Other studies showed that not only had

&
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technical knowledge. These countries became a model for the development of New 

Directions Concepts.

REEXAMINATION OF THE BASIC ASSUMPTIONS BEHIND THE NEW DIRECTIONS CHANCES

While one of the basic assumptions behind the proposals of the New 

Directions policies in 1973 was that the "conventional" development process had 

not worked for the majority of people in the LDCs, research done after the 

passage of the changes cast a different light on this issue. In Twenty-five
•

Years of Economic Development. I/ David Morawetz challenged the thesis that the 

Third World was a great bottomless pit into which the rich countries kept 

throwing dollars that were used and wasted by corrupt local elites.

Morawetz demonstrated that there had been spectacular growth of CNF in the

A LDCs from 1950 to 1975. According to Morawetz, CNP per capita in the LDCs

increased 3.4 percent per year from 1950 to 197S. This was faster than today's

developed countries grew during their development, faster than the LDCs had

: ever grown before, and faster than anyone expected then to grow.

The growth rates differed by country and region. The Middle East, Cast 

Asia, Latin America, and Africa all had per capita CNP growth of 2.4 .percent 

per annum or higher. Unfortunately, South Asia, with a population of 830 

million and a per capita income of only $132, only grew at a rate of 1.7 

percent a year. In this region and certain African countries the really 

difficult, massive poverty problems continued to exist.

Horavetz* most striking findings, however, concerned indicators other than 

simple growth of CNP. He found that by any treasure, overall development from 

- 1950 to 1974 had been successful.

!_/ Horawetz, David. Twenty-Five Years of Economic Development, 
1950-1975. Washington, World Bank, 1977.

.1'\J
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budget category, the Alliance for Progress was used to keep track of AJD's 

development loans and technical assistance to Latin America.

After 1973, the basic focus of development assistance was to be on what 

we. called the functional budget categories. Originally, these were: Food 

and Nutrition, Population Planning and Health, Education and Human Resources 

Development, Selected Development Problems, and Selected Countries and Organi­ 

sations. The present basic development assistance budget structure— 

Agriculture, Rural Development, and Nutrition; Population; Health, Education 

and Human Resources Development, and Energy and Selected Development 

Activities—has evolved since 1973 as a result of congressional and executive 

branch concerns.

Responding to executive branch complaints that the functional budget

; categories required by the Foreign Assistance Act limited AID'c operational

f flexibility too much, in 1987 Congress appropriated the entire amount for Sub-

Saharan Africa—$500 million — through a single account: Sub-Saharan Africa,

development assistance. The funds were to be used for "any economic

development assistance activities under the Foreign Assistance Act of 1961."

DEBATE OVER THE IMPACT OF NEW DIRECTIONS PROGRAMS

Since the passage of the Mew Directions legislation in 1973, a number of 

•pecific criticisms have been raised about the changes. Probably the most 

important concerns the universal applicability of the New Directions approach. 

In some regions, most especially Africa, the major complaint by recipients—and 

AID personnel—is the pressing need for funding for infrastructure. It is 

argued that New Directions programs, with their focus on technical assistance,

('
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New Directions programs can ? nvolve efforts to bypass, to a greater or

lesser extent, existing political and social structures by a foreign government 

agency—in this case AID—to deliver cervices directly to the least productive 

group in the recipient society. While the intentions of the New Directions 

programs are humanitarian or development-oriented rather than political, their 

effects, whether the actual projects are successful or not, go directly to the 

basic relation* among competing social and economic groups in LDC society. 

Further, the strategy assumes that participation in the political process by 

the economically disadvantaged groups will generally have a salutary political 

outcome. While this may veil prove true over tioe given democratic 

development, the mobilization of a politically aware, economically 

disadvantaged group can also result in increased demands for services, 

' increasingly unrealistic expectations, and greater instability.

' Another problem that has been noted in New Direction projects is their 
v

continuing need for economic or bureaucratic support and maintenance. Many of 

the health programs require levels of staff and material support the host 

* countries seem unable to provide. Neither conceptually nor administratively 

have New Directions projects been primarily concerned with income generation. 

Yet this income is necessary if the projects are to continue. The project may 

be a "success 11 in terms of delivery of services or technology, but a failure 

because it is not self-sustaining. Thus, projects are established, but because 

they are not integrated into the local economic, political, and social system, 

they are not continued.

While these specific criticisms have been raised about New Directions

Programs, others—usually in AID—complain that the New Directions requirements

and the other limitations specifically stated in the Foreign Assistance Act

( have made it difficult, if not impossible, to operate a flexible aid program.
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private sector was urged, based upon the concepts of the efficiency of market 

economics and the relative inefficiency of LDC public sector agencies.

By February 1983, the Reagan Administration had identified the "Pour 

Pillars" which were to undergird its foreign aid programs:

1) Policy Dialogue and Reform, seeking to agree with host country 
governments on the policy constraints to development and practical 
improvements that could be made;

2) Institutional Development, focusing on decentralizing institu­ 
tions and encouraging reliance on private and voluntary, rather than 
public, institutions.

3) Technology transfer, such as seeking breakthroughs in such areas 
as biooedical research, agriculture, and family planning.

4) Greater use of the private sector in solving development prob­ 
lems.

During this initial period, the drafting of a series of AID Policy Papers

,.V designed to mesh the Administration's emerging overall development strategy

with particular sectoral and functional concerns was undertaken. Between March

1982 and March 1983, 13 major AID Policy Papers were released. These were:

Bureau for Private Enterprise, March 1982; Food and Agricultural Development,
* •. >

\ 
Private Enterprise Development, Nutrition, and Domestic Water and Sanitation,

May 1982; Private and Voluntary Organitations, and Population Assistance, 

September 1982; Pricing, Subsidies and Related Policies in Food and 

Agriculture, November 1982; Health Assistance, Approaches to Policy Dialogue, 

and Basic Education and Technical Training, December 1982; and Institutional 

Development, March 1983.

THE AID BUREAU STRATEGIC PLANS AND THE 1985 AID BLUEPRINT FOR DEVELOPMENT

As the series of AID Policy Papers designed to mesh the Administration's 

overall development strategy with specific sectoral and functional programs was 

released in 1982 and 1983, the Administrator circulated a memorandum requesting



c

CRS-23

Development, the Economic Policy Initiative for Africa, a new emphasis on 

dealing with the problems of urbanization, and human rights. S) The last major 

section, "Making Better Use of Resources," dealt with administrative matters 

such as the need for coordination among donors and in the U.S. Government, and 

the need for continuing program evaluation. An appendix set out the specific 

steps in each of the five areas of program focus which were to be taken as 

appropriate over the next year, the next two years, and the next five years.

In 1985, the administration convinced Congress to incorporate into the 

Development Policy section of the Foreign Assistance Act specific language 

recognizing much of the Blueprint for Development and the Pour Pillars 

approach. At the present time, AID has the legislative authority to pursue 

either New Directions programs, Four Pillars programs, or both.

CONTINUING CONTROVERSY IN CONGRESS OVER FOREIGN AID

From the beginning, foreign aid has never been popular in Congress. The 

negative reactions in Congress to the post-war continuation of Lend-Lease ire 

an early example. Except for the first 18 months of the Marshall Plan in 

Europe and for certain countries at specific times, there has always been 

significant resistance in Congress to either the provision of military aid or 

economic aid or both.

At congressional insistence* the first Mutual Security Act contained a 

three-year termination provision. The creation of Economic Support for Defense 

in 1951 was a device to obtain greater funding from a skeptical Congress.

The 1957 MIT study saentioned earlier was commissioned in 1956 by the 

Senate Special Committee to Study the Foreign Aid Program. The Special 

Committee itself was created because of widespread dissatisfaction with foreign 

aid. In 1959, partly as a response to the MIT and Fairless reports, some in
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has been high, and only one session of Congress has passed both an 

authorization and an appropriation foreign aid bill simultaneously—in 1981.

THE VARIOUS FUTURES OF FOREIGN AID

One reaction to the continuing congressional dissatisfaction with foreign 

•id has been the establishment of * series of official task forces or commis­ 

sion! to study the entire aid program. The Senate Special Committee to Study 

the Foreign Aid Program and the Fair less Commission were created in 1956.

In 1963, a report was submitted to President Kennedy on the foreign aid 

program by a panel headed by retired General Lucius Clay. The Clay Commission 

recommended a significant sharpening of the objectives of the aid program and a 

tightening up of its operation.

In 1972, a report to President Niion by a task force headed by former Bank 

of America President Rudolph Peterson recommended» among other things, changes 

in aid organization, a separation of economic and military aid, greater support 

; for multilateral aid, and increased aid funding. The Peterson task force was 

formed as a response to a provision of the 1968 Foreign Assistance Act direct­ 

ing the President to review the entire foreign aid program. Host recently, the 

Carlucci Commission performed a similar function in 1983.

The impact of the conclusions or recommendations of these official task 

forces or commissions on U.S. foreign aid policy has varied greatly. Some 

conclusions such as those of the 1956 Senate Special Committee to Study the 

Foreign Aid Program, became U.S. development assistance policy a few years 

later. The conclusions of others, *uch as those of the 1963 Clay Commission, 

were essentially ignored.

The history of development assistance is one of continuity in types of 
\

programs implemented but with significant changes in justifications,
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ABSTRACT

The Economic Support Fund, one of the largest U.S. foreign assistance 

programsi is a highly flexible and, in some ways, unique aid tool that supports 

key security, political, and economic interests of the United States. Because 

of these features, questions are frequently raised over the appropriate manner 

in which the ESF program should be applied. This report traces the evolution 

of the Economic Support Fund since the 1950s and examines the extent to which 

the objectives and programming of the ESF have changed over time.
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Continuity and Change in Economic Support Fund Policy

Today's ESP program continues many of the same features that have existed 

throughout the program's history. It also contains a number of different 

characteristics. Significant continuing features include:

*First, the ESF continues to be primarily a foreign policy 
tool used to advance U.S. political and security 
objectives. Long-term development goals, which certain ESF 
programs may support, have been consistently assigned a 
lower level of importance in the program.

*Second, the ESF remains a very flexible instrument,
largely unencumbered by conditions that apply to other
economic programs.

*Third, the ESF, like its predecessors, supports activities 
that to & certain extent are considered ineligible or 
inappropriate for funding under other programs. Large 
infrastructure projects, for example, cannot usually be 
funded under the development aid accounts.

*Fourth, the ESF continues to advance U.S. access to 
overseas military bases. As early as 1955, Congress 
specified that Defense Support should be used to facilitate 
the construction of U.S. military bases in Spain. In 
recent years* so-called "base-rights" countries have 
received about 10 percent of the ESF budget.

*Fifth, many of the ways ESF is programmed — budget 
support, financing of imports, and to a lesser extent, 
development projects — can be traced to the earliest 
years.

In other ways, however, current ESF policy departs from earlier used of 

the program. Major areas include:

*Fist, there is less direct linkage today between ESF and a 
recipient's defense burden. While this is still an 
important consideration in some countries, a number of ESF 
recipients receive little or no military aid. By contrast, 
during the 1950s and 1960s, especially, security-related 
economic aid was frequently justified more for its 
contribution to military goals than to economic objectives.

*Sccond, by historical standards ESF is no longer as 
heavily concentrated in a single key target area. Figure 
I (page 4) illustrates this point. It shows that between 
1954 and 1981, one specific region received over two-thirds 
of security-related economic aid, except for a brief period 
in 1962-63. During most of this period ESF-type assistance



AN OVERVIEW OF THE ECONOMIC SUPPORT FUND

INTRODUCTION

The Economic Support Fund (ESF) and its precursors have been • significant 

component of U.S. foreign aid programs over the past 37 years furthering both 

development and military aid policy. The Economic Support Fund is a unique aid 

tool in that it undertakes programs not Appropriate for other assistance 

accounts. It combines features found in many U.S. aid programs and 

selectively applies them on a flexible case-by-case basis to support economic, 

political, and security policy goals of the United States. It is not intended 

primarily as a humanitarian or development program, although it may have 

important benefits in these areas for the recipient nations. Policymakers tend 

to see ESF aid as an essential instrument of foreign policy, and many in 

Congress share their view. However, there is a concern that in using ESP the 

executive branch seeks to avoid congressionally imposed restrictions and 

guidelines that govern other assistance programs. Accountability of how ESF 

money is spent is also a matter of controversy.

In most years, the ESF program has been a highly concentrated foreign aid 

tool, utilized primarily to support a few high priority aid recipients. The 

program underwrote part of the costs of rebuilding West European military 

capabilities, helped turn back Communist aggression in Cast Asia, focused 

almost exclusively on Southeast Asia during the Vietnam var period, supported 

efforts to build peace in the Middle East, and since 1981, has been an 

important aid tool in Central America. Distinctive feature of more current ESF 

programs, however, have been the growth in the size of the ESF budget and the 

expansion of objectives and policies pursued with ESF resources.

-/
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debates over the appropriate balance between development and security 

assistance within the foreign aid budget. Grouping it with development 

programs makes economic aid appear the dominant feature of the budget. 

Including it with military assistance makes security aid the largest. Many 

regard the so-called "balance" debate as inappropriate and misleading. 

Nevertheless, attention continues to focus on the balance issue; and with the 

addition of inconsistent accounting for the ESF, this debate is further 

distorted.

EVOLUTION OF THE ECONOMIC SUPPORT FUND

Defense Support in Europe and Asia

Origins of the Economic Support Fund can be traced to 1951 and the 

emergence of a program of economic aid in support of military assistance 

authorised in the Mutual Security Act of that year. "Economic Support for 

Defense," as it was known then, was directly linked to the reestablishment of 

an adequate defense mobilization base for countries in Western Europe. Taiwan 

and the Indochina Associated States also received this type of aid in 1951. 

Figure I (next page) illustrates this concentration as well as the regional and 

country focus of the ESF program over time.

While the aid was justified on the basis of a recipient's military 

requirement, the actual types of assistance were much the tame as those 

provided under other economic programs. Defense Support, as it became known, 

financed the imports of raw materials, equipment, and commodities, some of 

which in the early years directly supported the military with petroleum 

products, uniforms, food for troops, and the like. Defense Support also 

assisted in the construction of major infrastructure facilities such as roads
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and bridges and supported the development of strategic materials. It also 

provided specialized assistance consisting of technical and economic aid in the 

agriculture, health, small industry, and education sectors. In determining the 

amounts of Defense Support, the primary objective of U.S. policymarkers was to 

fill the gap between a country's expected export e*vnings on one side, and the 

costs of required import* to achieve sufficient production to support defense 

needs on the other side. In short, it was a budget support program that 

reduced the economic consequences of large expenditures.

Although some European nations continued to receive Defense Support 

through the 1950s, the emphasis of the program shifted to Asia and attempts to 

bolster the economies and military capabilities of a number of countries 

facing Sino/Soviet aggression. During the period 1953 - 1961, key East and 

Southeast Asian nations, such as South Vietnam, Laos, Cambodia, South Korea, 

and Taiwan, received about 65 percent of all Defense Support worldwide. (See 

Figure 1.) While the majority of this aid financed the importation of 

essential goods, including petroleum products, construction materials, 

fertilizers, and machine tools, and supported the construction of 

infrastructure facilities used primarily for military purposes, some Defense 

Support targeted the development of agriculture, forestry, fishery, and 

education projects. The intent of this type of assistance was to restore and 

improve public services in an effort to gain wider popular support for the 

government. In the Philippines and Pakistan, particularly, Defense Support was 

aimed primarily at longer term economic development. Local currencies 

generated from the sale of the imported goods were used most frequently as 

either general budget support for -the recipient country or for direct internal 

costs of supporting large military forces. To a lesser extent, these 

currencies also funded development projects.
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years South Vietnam accounted for as much as 85 percent of the program. The 

commodities imported with supporting assistance and the local currencies 

generated from their sale, assisted in a large way the war efforts of the South 

Vietnamese government. While this was the principal objective of the program 

in Southeast Asia, small parts of supporting assistance also went for economic 

development projects.

It was also during this period that the name of the program changed to 

security supporting assistance, or SSA. In 1971, Congress shifted its 

legislative authority from the economic part to the military part of the 

Foreign Assistance Act of 1961 in order to draw a sharper distinction between 

, SSA and development assistance. Nevertheless, the general purpose of the 

program remained unchanged.

Emphasis Shifts to the Middle East —• Renamed Economic Support Fund

i

As the United States withdrew from Southeast Asia during the early to mid- 

1970s, the focus of SSA shifted to the Middle East. During the years 1975-81, 

Israel and Egypt accounted for 73 percent of the program. Jordan and Syria 

also received substantial sums.

While this shift occurred, U.S. aid policy for other types of economic 

assistance had undergone significant changes. The New Directions mandate of 

1973 placed emphasis on the needs of the poorest populations in developing 

countries. For the most part, aid was dispersed through small, narrowly 

defined projects. By 1977, congressional attention turned to SSA aid as 

another instrument to pursue New Directions policy. Proponents sought to 

_ deemphasize budget support and infrastructure aspects of security supporting 

assistance and increase project aid. Congress modified the Foreign Assistance 

Act in 1977 so that the policy directive of the New Directions initiative would
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CONTINUITY AND CHANCES IK MILITARY AID PROGRAMS

There are two basic continuing dilemmas regarding the provision of 

military aid. First, military aid is generally more visible than economic aid. 

Consequently, the United States is usually identified with the government that 

receives it. If that government becomes unpopular and is replaced, there is 

always the potential that the United States will be blamed for perceived 

aisdeeds of the former regime. Second, the United States sometime* finds 

itself in the position of arming two friendly states that happen to be hostile 

to each other. This can be the catalyst for ill will against the United States 

by either or both recipient nations.

There are also two characteristics of military assistance as an instrument 

in support of U.S; foreign policy goals. First, military aid is an imperfect 

instrument. Its use cannot guarantee outcomes Chat we seek to achieve. 

Despite massive grant military assistance to South Vietnam, the government we 

supported was still defeated. Despite years of grant military aid to Ethiopia, 

its government was overthrown by pro-Soviet forces. Despite billions of 

dollars in cash arms sales to Iran, the Shah was overthrown by an internal 

revolution. On the other hand, military assistance from the United States 

aided the successful containment of Soviet power in Western Europe and helped 

•vaintain the independence of South Korea; and these were no small achievements.

Second, military assistance appears to be most effective when used to 

support ax>re developed nations—ones with a stable political system and an 

industrial bcse and populace capable of readily absorbing the aid provided. 

Problems in its use seem most likely when it is introduced into nations still 

coping with the pressures of political, economic and social change crested by 

the industrial age.
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ABSTRACT

This report reviews the evolution of the two largest components of. U.S. 

military aid — the grant Military Assistance Program (HAP) and the Foreign 

Military Sales (FMS) cash and credit program. It also explains the 

relationship between U.S. foreign policy goals and the use of military 

assistance as an instrument in support of them.
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OVERVIEW OF UNITED STATES MILITARY ASSISTANCE PROGRAMS

This overview focuses on the evolution of the two largest components of 

U.S. military aid—the grant Military Assistance Program (MAP) and the Foreign 

Military Sales (FMS) cash and credit program. It also examines the relation­ 

ship between American foreign policy goals and the use of military assistance 

at an instrument in support of them. Figures which illustrate the size, 

regional distribution, and loan/grant composition of the aid program over time 

are appended to this report in Appendix A.

PRINCIPAL RATIONALES FOR PROVIDING MILITARY AID

Historically there have been three principal reasons r-ny the United States 

has provided military assistance:

1. To enhance the ability of allied and friendly nations to defend 
themselves against external aggression or internal subversion by 
Communist or unfriendly forces.

2. To enhance bilateral security relationships in order to deter aggres­ 
sion against allied and friendly nations.

3. To express tangible American support for political actions of allied 
and friendly nations that the United States seeks to encourage.

The first reason is essentially a military one. The other two are both 

political and nilitary in nature*. An important shift in emphasis in our 

reason* for giving military aid has occurred over time. In the beginning, the 

principal rationale was deterring Soviet expansionism. In more recent years it 

has been to advance other political goals of U.S. foreign policy, as well as 

to deal with Soviet proxies and other unfriendly forces.
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Assistance Act of 19^9 established the authority to provide military aid to 

NATO members, and to Turkey, Greece, Korea, Iran, the Philippines, and Taiwan 

as well. (See Appendix A, Figure II, for an illustration of the regional 

distribution of military assistance over the past 40 years.)

The Mutual Defense Assistance Act of 1949 also created the legal basis for 

major military assistance program elements that exist to this day. These 

elements include the grant Military Assistance Program (MAP); the grant 

military training program (part of MAP until 1976 when the International 

Military Education and Training Program (IMCT) was created); and the Foreign 

Military Sales (FMS) cash sales program. The authority for the FMS credit 

program was created by the Mutual Security Act of 1954.

Changing Focus of Military Aid

In the early 1950s the United States attempted to replicate the NATO 

treaty model in Asia by creating a number of bilateral and multilateral mutual 

security pacts with various Asian nations. These treaties were in partial 

response to the unsuccessful attempt of North Korea to overrun the government 

of South Korea in 1950, as well as the increasing instability in Southeast Asia 

generally. These treaties included bilateral ones with Japan and the Philip­ 

pines in 1951, with South Korea in 1953, and Taiwan in 1955. Multilateral 

pacts were reached with Australia and Hew Zealand (ANZUS) in 1951, and with 

other Asian nations, including Thailand, and Pakistan, through the Manila Pact, 

which created SEATO in 1954. As the number of mutual security arrangements 

increased so did U.S. military assistance to nations that were parties to them.

From the late 1940s to the early 1960s a consensus existed within the U.S. 

Government that the paramount need to strengthen anti-Communist forces overrode 

concerns of those who questioned the value of supporting repressive regimes,
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The Vietnam war, more than any other event during the period from 1964 to 

1973, drove the allocation of military assistance funding. (See Appendix A, 

Figure II.) The greatest proportion of Vietnam-related grant military aid was 

provided through a special military assistance service fund (KASF) 

account--which was established outside of the regular HAP program account. It 

was authorized and appropriated through Defense Department authorization and 

appropriation bills for fiscal years 1966-1975. Regular Military Assistance 

Program (HAP) funding for South Vietnam ended in fiscal year 1966. During the 

key period of the MASF program's existence—FY 1966-75—South Vietnam received 

more than $13.6 billion in grant military articles, services and training from 

the MASF account alone.
•

Despite the expenditure of tremendous resources by the United States in 

support of the South Vietnamese government, a determined foe prevailed in the 

end. The Vietnam war reshaped American attitudes regarding the viability of 

military assistance ar an instrument for supporting American foreign policy 

goals.

The Vietnam war also dramatized an issue that had been overshadowed in the 

1950s and early 1960s. Prior to Vietnam, concern with containing Communist 

subversion in the world superseded questions regarding the nature of govern­ 

ments receiving our military aid. This Cold Var consensus on foreign military 

assistance was shattered by the Vietnam war experience. We saw vividly the use 

of our aid against domestic foes of the regime we were helping. We caw our 

military aid contribute to the rise of the military as the predominant politi­ 

cal force in South Vietnam. In the post-Vietnam period, Congress expressed 

increasingly strong concerns about the visdon of direct U.S. military involve-
•

ment in nflicts in developing nations, and an even stronger aversion toward 

the United States assisting or becoming identified with dictatorial or undemo­ 

cratic regimes no matter how anti-Communist they might be.
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peace between Israel and its Arab neighbors. The fall of the Shah of Iran in 

1979, the regional instability enhanced by the Iranian revolution, and the 

Soviet invasion of Afghanistan, gave greater impetus to American involvement 

within this region. When the Soviet Union invaded Afghanistan in 1979, 

President Carter announced a U.S. commitment to oppose directly subversion and 

aggression throughout the Persian Culf and Middle East area.

Growth in Military Aid to the Middle East

As events such as these systematically drew the United States into the 

security problems of the Middle East, the military assistance program alloca­ 

tions to this area increased dramatically. Indeed, since FY 1974 this region 

has consistently received the greatest share of U.S military assistance. (See 

Appendix A, Figure II.)

Israel and Egypt together have had the dominant share of U.S. military aid 

since the 1979 Camp David peace accords. The U.S. military assistance provided 

to these nations since they signed the accords is a key illustration of how the 

United States has used this instrument of policy in an effort to promote peace 

in the Middle East region.

Middle East nations have received the largest percentage of U.S. military 

aid since the mid-1970s, but a series of "base rights" countries have 

collectively received the next largest share in the most recent period. From 

the mid-1970s to the present, the -United States has provided military 

assistance to nations in HATO's southern region—to Turkey, Greece, Portugal 

and Spain—and to the Philippines in Asia. This Assistance has had two 

principal purposes: to upgrade the military capabilities of these allies and 

to maintain continued access to and use of important military facilities 

located in these countries. Pakistan, because of its assistance in carrying
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APPENDIX A.

FIGURES OF U.S. MILITARY AID 
FY 1946-1989

(Information for these figures 
ic drawn from « CRS-maintained 
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Legislative Benchmarks in the History of Military Assistance Programs

Year

1947

1949

1951

1954

1961

1968

1976

19 7S

1981

Legislation

Crtek-Tuikish Aid Bill 
(P.L. 80-75)

Mutual Defense Act of 1949 
(KDAA) 
(P.L. 81-329)

Mutual Security Act of 1951 
(P.L. 82-16$)

Mutual Security Act of 1954 
(P.L. 83-665)

Foreign Assistance Act of 1961 
(P.L. 87-195)

Foreign Military Sales Act of 
1968 
(P.L. 90-629)

International Security
Assistance and Anns Export 
Control Act of 1976 
(P,L. 94-329)

International Security Assistance 
Act of 1978 
(P.L. 95-384)

International Security and 
Development Cooperation Act of 
1981 
(P.L. 97-113)

Outcome

First major commitment of 
•ilitary and economic aid

Creates Military Assistance 
Program (MAP); creates 
authority for Foreign Military 
Sales (FMS) cash program)

Establishes; authority for 
eulitary and economic assistance 
In one -legislative vehicle; 
establishes basis for Economic 
Support Fund (CSF)

Establishes basis for Foreign 
Military Sales <FMS) credit 
program

Makes SMJor consolidation of all 
prior Security Assistance 
Programs in new legislative 
vehicle

Establishes separate legislative 
authority for Foreign Military 
Cash and Credit Sales Program

Creates Atas Export Control Act 
which consolidates existing 
lcs;islation relating to U.S. 
aras sales (cash or credit)*
government and commercial; 
establishes International 
Military Education and 
Training (IMET) as separate 
program f rwn MAP

Establishes Economic Support Fund 
(ESF) as title for program 
previously known as Security 
Support Assistance f Supporting 
Assistance and Defense Support

Provides authority for a Special 
Defense Acquisition Fund 
(SDAF) tc facilitate procure­ 
ment of high demand itesas in 
anticipation of foreign suli­ 
tary sales to eligible nations

f

l\
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r,
Legislative Benchmarks in the History of Military Assistance Programs

Year

194?

1949

1951
\

1954

1961

1968

1976

1978

1981

Legislation

Creek-Turkish Aid Bill 
(P.L. 80-75)

Mutual Defense Act of 1949 
(HDAA) 
(P.L. 81-329)

Mutual Security Act of 1951 
(P.L. 82-165)

Mutual Security Act of 1954 
(P.L. 83-665)

Foreign Assistance Act of 1961 
(P.L. 87-195)

Foreign Military Sales Act of 
1968 
(P.L. 90-629)

International Security
Assistance and Anns Export 
Control Act of 1976 
(P.L. 94-329)

International Security Assistance 
Act of 1978 
(P.L. 95-384)

International Security and 
Development Cooperation Act of 
1981 
(P.L. 97-113)

Outcome

First major commitment of 
•ilitaty and economic aid

Creates Military Assistance 
Program (MAP); creates 
authority for Foreign Military 
Sales (FMS) cash program

Establishes authority for 
military and economic assistance 
in one -legislative vehicle; 
establishes basis for Economic 
Support Fund (ESF)

Establishes basis for Foreign
Military Sales (FMS) credit 
program

Makes major consolidation of all 
prior Security Assistance 
Programs in new legislative 
vehicle

Establishes separate legislative 
authority for Foreifn Military 
Cash and Credit Salts Progran

Creates Arms Export Control Act 
which consolidate;; existing 
legislation relating to U.S. 
arms sales (cash or credit), 
government end commercial; 
establishes International 
Military Education and 
Training (IMET) &s separate 
prograa from MAP

Establishes Cconbeic Support Fund 
(ESF) as title for program 
previously known as Security 
Support Assistance, Supporting 
Assistance and Defense Support

Provides authority for a Special 
Defense Acquisition Fund 
(SDAF) to facilitate procure­ 
ment of high dtuand items in 
anticipation of foreign saili- 
tary sales to eligible nations

f


