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FOREIGN AID
SUMMARY AND PERSPECTIVE

“, . . want is the enemy of peace and hopelessness the
mother of violence . . . the wealthy nations cannot sur-
vive as islands of abundance in a world of hunger, sick-
ness and despair.”

Fresident Lyndon B. Joknson.

These words from the President’s 1967 Message to Congress on For-
eign Aid articulate the purposc that has guided this country’s foreign as-
sistance from the beginning. When the United States asusts developing
countries to satisfy the aspirations of their citizens, so does it also serve
its own interest that the future be one of peace and securnty.

The proposed foreign assistance program for fiscal year 1968, hike
proposals in other years, embodies the best current understanding of how
to stimulate development. It recognizes that methods are still evolving, that
resources are limited. It is a blend of cxperience and innovation, even of
experiment.

On the one hand the proposed Foreign Assistance Act of 1967 asserts
the continuing conviction of the Agency for Intermational Development
(AID) that self-help is the first law of devclopment and that U.S. assist-
ance is properly concentrated in those countries that most thoroughly under-
stand and most earnestly practice the self-help principle. As an illustration,
82 percent of AID Development Loans in fiscal 1968 will be concentrated
in only eight countries.

At the same time the proposal mirrors AID’s belief that agriculture,
health and education are the dominant challcngcs in development; that
development succeeds best in those countries that give scope to the dynamic
forces of private initiative; that policies must minimize the effect of assst-
ance programs on the U.S. balance of pavments deficit in the interest of
stability of the dollar; and that AID owes American citizens efficient ad-
ministration of the programs their taxes support.

On the other hand the fiscal 1968 program reflects evolution, con-
structive change and the search for better ways of making American as-
sistance work :

» It identifies increased agricultural production—the
War on Hunger—as the highest development priority,



won, ana Jmpwmrﬂm ttﬂ;‘m admurasEvatne maw& o

* In the interest of bem:r a&mmmmmnn md c&mm‘

probing of important issues it advocates legislative au-
thonization for two years; |

* [t describes the broadening dimensions of AID’s ap-
proach to multilateral assistance, inclsding a proposed
statutory requirement that 85 percent of Deve t
Loans be made in 2 multilateral framework, and AID's

specific plans for greater support of regional develop-

ment: Best Available Copy

* It sets forth a significant shift in aid policy for Afnca,
with increased emphasis on using multilateral and
regional arrangements and a reduction in the number of
bilateral programs:

* It would create, by law, a National Advisory Com-
mittee on Secif-Help to advise both Congress and the
Executive Branch on the extent and effectiveness of seif-
help measures taken by nations receiving aid.

The proposal also records progress. Several nations—Korea and
Turkey for example—show distinct promise of the kind of “pay off” that
has enabled AID to end its assistance to Greece, Taiwan and Israel.
Finally it delineates how AID-assisted nation-building programs contribute
to the frustration of Communist cxpansion in Southeast Asia.

SELF-HELP IS THE KEY

Development can occar only when a people and its government decide
that they are willing to sacrifice and work for it. It is they who must analyze
needs, determine courses of action, acquire the necessary skills, make the
commitment of energy, resources and wealth.

“ccmntmwhwhacounmdmmmuﬂrﬁmtobmnﬁ
AID attention in planning a program of U.S. assistance.

On the average. developing ccuntries contribute the equivalent of $8
in their own resources for every $1 in goods and services received from AID.
But some do far more, for example Inda. whose contribution in fiscal 1966
was in the ratio to U.S. assistance of 24 to !, and Colonbia. whose ratio in
the same yearwas 11 to 1.

But seli-help cannot be judged solcly on a quantitative basis. It muwst
be of the right kind. Thus AID, on the basis of its cumulative experence,




sound priorities, and the extent of e tcmmm.w mmal and polmcal reform.

On smaller projects AID’s self-help requirement may be only that the
recipient government assume a fair share of the costs. On larger projects,
however, it is possible to stimulate far more in the way of self-help:

* Before a loan was made to the Bolivian Mining Bank
to finance expansion and modernization of private mining
industry the Bolivian government undertook a major re-
form of the mining code, a reorganization of the bank,
and the passage and enforcement of new mineral export
tax laws to encourage mining investments.

On the other hand a loan to finance import of a range of commodities
needed for development lends itself to self-help conditions affecting an en-
tire economy:

* In Korea a recent $10 million loan of this kind com-
mitted its government to better budgeting, better foreign

exchange management, restraint on private credit, higher
domestic revenue collections, and increased domestic sav-

ings. The loan was disbursed in installments as the
Koreans complied with the self-help agreement.

It is aiso proposed that new legislation authorize the President to ap-
point a National Advisory Committee on Self-Help that will report annually
to himself and the Congress on self-help performance by countries receiving
U.S. assistance.

AID CONCENTRATES ITS PROGRAM

AID expects to help 65 countries in fiscal 1968 but it will concentrate
the bulk of its development assistance in those whase size, population, re-
so"irces and self-help performance give promuse that development programs
will succeed:

® Only 16 countnes will receive 87 percent of its direct
country assistance ;

* 82 percent of AID's development lending is pro-
grammed for just eight countries—Brazil, Chile, Colom-
bia, India, Korea. Pakistan, Peru and Turkey.

But AID alse concentrates its Supporting Assistance, a type provided to
countries having urgent needs for outside help in the interest of economic or
political stability: or where the United States has strong interest in such
stabality:

* In fiscal 1968 onlv four countriec— Vistnam Krnes






The War on Hunger

The War on Hunger succinctly .describes the U.S. approach to the
worldwide problem of bringing food supply into balance with the mouths
that must be fed. It is an action program dictated by the frightening reality
of food production that stands still or nearly so while population climbs
ominously. The $746 million AID proposes to help improve agricultural
production in developing countries in fiscal 1968 is more than a quarter of
its entire program. The amount is 48 percent above the comparable fiscal
1967 figure of $504 million.

As with all development problems, the key is self-help. Even if it sought
to do so the United States does not have the capacity to make up the grain
deficit of developing countries beyond 1985, only 18 years hence, if present
trends in production and population continue. The only available strategy
is that the United States and other developed nations make the deficit good
in the immediate future while using every possible means to assist developing
nations to grow their own food and curb the upward spiral of populatior.

Both objectives are feasible, There is enough arable land. The tech-
nology of higher production is known, although there are problems of
adaptation. Effective family planning is largely a matter of national recog-
nition, education and organization.

AID in fiscal 1968 will continue and significantly broaden its programs
to help put food-short developing countries on the road to agricultural
self-sufficiency. It will heavily finance fertilizer, both through exports from
the United States and, more importantly, through increased production
facilities within the developing countries themselves. Farm credit, urigation,
better seeds and pesticides, farming methods, land tenure, transportation,
warehousing, pricing practices that bring a farmer a fair return, the tailoring
of education to serve agricuitural improvement, distribution systems that
give play to private initiative—all these will be objects of technical and
financial assistance allocated in response to the preponderance of effort and
resources that must come from countries concerned.

While AID furnishes American experts, commodities and financing to
help grow more food, the Food for Freedom program in which the Depart-
ment of Agriculture, AID and the Department of State cooperate will
continue to help meet present food deficits under a recentiy amended
Public Law 480. Its food donation programs are the vehicle for adding
important nutritional supplements that will continue to benefit millions
of children.

AID's newly-created Office of the War on Hunger will also coordinate
expanded assistance to countries requesting help with family planning pro-

TR B T, 7. . i



Health and Develiopment

The $202 million AID proposes to help developing nations improve
the health of their citizens in fiscal 1968, representing a two-year rise of
60 percent in allocations for this purpose, will carry the work forward on
two fronts:

* By assisting in control and eradication of disease.
* By helping developing countries train an adequate
supply of indigenous hcalth workers.

For example AID assists 19 West African countries in a drive to bring
measles under control by 1971, and to eliminate smallpox in the same area
by 1975. Between fiscal years 1962 and 1967, AID-supplied vaccine provided
an estimated total of rearly six million inoculations against measles. In the
smallpox program, AID-supplicd vaccine provided the protection of more

than 16 million vaccinations in fiscal years 1966 and 1967.

By December 1966 an activity in which AID cooperates with inter-
national institutions such as the World Health Organization and the United
Nations Children’s Fund had eradicated malaria in 34 of 148 countries with
a malaria problem, bringing protection to 650 million persons and opening
new lands to settlement and cultivation.

AID also contributes to the fight against cholera, including support
of the SEATO Cholera Research Center in East Pakistan that has developed
a promising high-potency vaccine against that disease. \

At the same time AID helps developing countries battle enteric diseases
at their source in polluted water supplies, having assisted in construction or
expansion of 36 water supply systems in 37 countries in the iast five years.

On the health manpower front, the most critical problem is not in
doctors and nurses, although shortages in these professional fields are acute,
but in trained auxiliary workers capable of bringing elementary health
measures to large numbers of people, particularly in the countryside. Ilius-
trating AID’s contribution in this field are the more than 4,500 workers
being trained in fiscal 1967 in facilities AID helped establish, or the more
than 800 new health centers being completed 1in the same period.

Education and Human Resources

A single statstic—300 million developing country school age children
are not in school—explains why AID plans to commit $250 million to the
cause of educaticn in the developing world in fiscal 1968. a figure up
50 percent fromn: fiscal 1967 and about 82 percent from fiscal 1966.

©On the record, however, the AID contnibution to education for devel-
opment already is significant as is evident, citing one example, from the
more than 378,000 teachers trained in institutions AID helped establish.
In many countries such teachers are upwards of a third of the teaching force.

Today AID continues its focus on teacher training and as well provides
a wide range of assistance directed to realistic assessment of future man-
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is imperative that they not be wasted training people in s<ills drrelevant
to develupment. In both programs, AID largely relies not on its own staff
but on experts from Americar colleges and universities who work under
goverment contract. I two typical examples:

* Michigan State University and the Stanford Re-
search Institute are helping Thailand pla.. its educational
system fror:: primary schools through universities:

* In Nigeria a group of 10 U.S. universities and the
Board of Education of Washington County, Md., pro-
vides help to some 200 schools, including three advanced
teachers’ colleges and 50 that train teachers for elemen-
tary schools.

In a less traditional field—television-—AlD finances exploration of that
medium as a way of extending the services of a limited supply of teachers.
More than 50 developing countries have transmitters and in Colombia
educational television already reaches 400,000 schoolchildren.

SHARING DEVELOPMENT RESPONSIBILITY

The United States believes in cooperation with other prosperous free

world nations that assist less developed countries, whether through its con-
‘tributions to international development institutions or through active
coordination of its own bilateral programs with those of other aid-giving
countries.

It also believes in promoting cooperation among less developed natioms
themselves, especially in those regions where neighbers share cormmom
resources and would mutuaiiy benefit from their common dcw!opmmt.

Both concepts—multilateralism and regionalism—receive increasing
emphasis in AID. So Poes the continuing effort topemndec&bumhmm
increase and liberalize their economic assistance:

* In Africa during fiscal year 1968 the AID program
will refiect a new policy of increasingly sing regional and
multiiateral assistance machinery and reducing the num-
ber of bilateral assistance programs;

* AID aiready commits about 85 percent oi its De-
velopment Loans in a multilateral context and proposes
that this practice be required by the Foreign Assistance
Actof 1967: ,

» AID will encourage formation of consultative groups.,
veyond those for cight developing countres in which it
now participates, and will continue membership im fornmal
consortia of developed nations that annually pledee the




and Turkey:

* ALD will finance a 875 mulbon contrbution 1w the
Unitedd Nations Development Program while exploration
is proposed of ways in which AID Technical Assistance
funds might be used by the UNDP to support agriculiural
and educational projects in Africa;

* AID will support the Afeican Deselopment Bank,
with a membership of 29 African nations, through tech-
nical experts and financing of loan studics:

* In Laun America support for cegional activities
such as the Central Amernican Common Market will be
broadened to implement the commitment by the Apri’
1967 “merting of the Presidents™ to create a Latin Ameri-
can Common Market in the 1970’s.

In their own bilateral assistance programs other industrialized nations
also continue to share aid responsibilities with this country. In fact three
provide proportionately more and five lend for development on more gener-
ous terms. Seven furnish relatively more aid on a grant basis while more than
75 percent of experts and volunteers working in developing countries come
from aid donors other than the United States.

PRIVATE RESOURCES AND THEIR ROLE

AID’s view of the relationship between development and the private
sector 1s unequivocal : |
* Development programs succeed best and fastest in
countries where local private initiative has ample freedom
10 function and where sound investiment from the outside
is encouraged and made welcome ;
* The United States itself ha. o better instrument
for assisting development than its own private enter-
prise system with its reservoir of skillk and investment
AID helps improve the climate for private invesument in developing
countries through both loans and technical assistance directed to specific
purposes and in many cases through financing that supports and assists
broad changes of policy:
* Rerent large loans to India, to 2 great extent helping
strengthen its agncultura  ector, paralicled measures by
that country to liberalwe sarm policies, reduce certam




Where WChnICal anc Mmarkeling skiils were necded 1o a0t
tion to investment capital ;

* Loans to a private nylon filament plant in Korea and
to the Ethiopian Investment Corporation for further lend-
ing to private companies cxemplify direct AID assistance
to private enterprise ;

» Similarly helpful to private initiative is AID assist-
ance to Brazil in drafong capital markets legislation or
to Peru in establishing a graduate school of business
administration.

TCTAL AMOUNT IN FORCE
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role .n programs financed by AID. Two of every five experts that Aﬂ)
fieids in developing countries arc in fact employees of American businesses,
universities, non-profit groups, labor unions, et.., with which AID has
contracts. In addition AID) cooperates with and assists the 67 voluntary
agencies registered with it in conducting overseas programs that are in-
creasingly related to development.

The rate of private LS. investment in developing countries is still
unsatisfactory, however, although it is rising. To encourage and assist such
investment AID provides a range of services through its newly-established
Private [nvestment Center, itself part of the Office oi Private Resources
created in a recent re-organization. |

Through these services AID supplies a variety of information, not only
on doing business with AID but on direct investment opportunities to be
found in the developing world. In zddition it underwrites pre-investment
feasibility and marketing studies and issues low-cost investor insurance and
guaranties against a number of risks. For exampie, at the end of December
1966, AID’s outstanding coverage in specific risk insurance (against loss
from expropriation, inconvertibility, damage from war, rewolution and in-
surrection) was $3.1 billion and rising. The program is authorized m 75
countries. |

AID constantly searches for new ways of assising American business
and management skills to become involved in development. As one instance,
it is considering using cost-plus-incentive-fee contracts to induce investment
in critical fields, for exampie food production, where special risks foreclose
normal investment. And it points with pride to successful operation of a
programi—the International Executive Service Corps—which it helped
launch on o frankly experimental basis and still heips support. This private
non-profit corporation has more than 2,600 expsnienced businessmen on Ms
solls who are available to work with developing country counterparts who
need the kind of expert advice the Americans can supply. IESC volunteers
worked on 134 projects in 1966 and are working on well over 300 in 1967.

EFFECT ON THE ECONOMY

In the largest sense the US economy is one of the chicf beneficiaries
of economic assistance since the peace and secunty such programs heip
assure is vital to its future growth and health.

It is also plain that further benefits accrus as developug COuntries,
increasingly familiar with American products, pick up economic momentum
and begin normal commercial trading with the Uniied States, a trend
already making itself felt. Taiwan's commerrial imaports from this country




ek fat.

rose from $71 million in 1963 to $119 million in 1965 while Israel’s rose
from $102 million to $132 millior in the same period.

Moreover, AID expenditures provide immediate gains to the present
economy although they were not designed for that purpose. For it is not
dollars but American goods and services that for the most part flow over-
seas in consequence of AID programs.

In fiscal 1966, for example, AID estimates that the $1.1 billion in for-
eign aid commodity purchases it financed in this country (90 percent of
the total) involved over 4,500 companies in the 50 states, the District of
Columbia and Puerto Rico, and resulted in payments of about $85 million
to U.S. shipping lines. At the end of the same period AID had in force
technical service contracts worth $478 million with private organizations or
individuals in 49 states. Agricultural commodities shipped abroad in that
period under Food for Peace legislation, with Department of Agriculture
financing and AID overseas administration, were worth $1.6 billion to a
total of 43 states.

AID’s policy of tying its spending for commodities and other purposes
to U.S. sources reflects its concern that economic assistance have the smali-
est possible impact on the country’s balance of payments deficit.



In fiscal 1967, for example, the estimated impact, after deduction of
loan repayments, is only $175 million. And, as tight procurement policies
continue into fiscal 1968, AID anticipates a net effect in that year of $107
million. This is a drop of 88 percent from 1961 when $934 million was the

net figure.

FRUSTRATING AGGRESSION IN
SOUTHEAST ASIA

For so long as Communist policy is dedicated to military operations,
subversion and terror appled against independent nations in Southeast
Asia the larger tasks of economic and social development there will be
severely hampered or postponed.

At the same time the United States and its allies in the area recognize
that these forms of aggression exploit unrest produced by unsatisfactory
economic and social conditions—particularly among rural populations.
Efforts must be made to improve these conditions, even as aggression occurs.
The attempt to do so, which in Vietnam has been cailed the “other war,”
has parallel and related urgency in both Thailand and Laos.




An important AID effort in Vietnam assists that government’s program
of “Revolutionary Development,” aimed at bringing constructive change
to rural people. AID also finances the large-scale import of commodities
needed to prevent inflation from sapping the economy’s capacity to sustain
national resistance.

Although carried out in the face of enormous difficulties of security,
logistics and management, successes have been achieved in such fields as
the training of rural development workers; in completion of thousands of
self-help projects in education, health, public works and agriculture; in care
of refugees fleeing the Viet Cong; provision of medical care; and in the
expansion of desperately pressed port facilities. Inflation has been signifi-
cantly dampened.

In Thailand AID supports an accelerated rural development program
In regions most vulnerable to Communist penetration and assists with train-
ing of civil police forces. In Laos emphasis is on helping selected “village
clusters” to become models of governmental and popular cooperation while
contributing to security.

The United States has not permitted continuing Communist pressures
to deter active support of programs potentially beneficial to the entire South-
east Asia region. It considers that regio~.al cooperation is not only an effec-
tive means of development but conducive to future peaceful relations be-
tween the area’s nations. Recent notable steps of a regional character include
establishment of the Asian Development Bank, creation of the Southeast
Asia Ministers of Education Secretariat, expansion of the Mekong Basin
program, and a number of productive conferences among regional develop-
ment leaders.

THE FISCAL YEAR 1968 REQUEST
IN SUMMARY

Authorization for two years is requested for all programs carried out
under the Foreign Assistance Act with the exception of Development Loans
and Alhance for Progress loans and Technical Assistance grants which al-
ready are authorized through fiscal year 1969.

A multiyear authorization assures developing nations and other aid
donors of the long-range character of the U.S. commitment. At the same
time it permits the Congress to examine policy and program issues in greater
detail than is the case when the entire Foreign Assistance Act is considered
for authorization each vear.

The two-year authorization proposal has no effect on appropriation of
actual funds. As always, this process would take place annually.




Appropriation Request for Fiscal Year 1968
ECONOMIC ASSISTANCE In millions
Development Loans $774.0
Technical Assistance . 242.8
Alliance for Progress . 643.0
Development Loans {533.0)
Technical Assistance {110.0)
Supporting Assistance—General 170.0
Supporting Assistance-—Vietnam 550.0
Contingency Fund L. 31.0
Contributions to International Orgamzanons 141. 0
American Schools and Hospitals Abroad 13.9
Pre-Investment Assistance . . .o 2.0
Administrative Expenses—AID 59.3
Administrative and Other Expenses—

Dept. of State . . . . . . . . . . 3.4

Total Economic Assistance . . . . . . . _ $2,630.4
MILITARY ASSISTANCE . . . . . . . . 596. 0
TOTAL ASSISTANCE . $3,226. 4

AID requests appropriations totaling $2,630 million, a figure $100
million higher than proposed in the President’s Budget and Foreign Aid
Messages. The new total is eéntirely accounted for by the Alliance for Prog-
ress for which the President sought the additional support after the Apnl
1967 “meeting of the Presidents” in Punta del Este. An appropnation of
$596 million is requested for military assistance.

18
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