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Ever since World War II, our policy toward the
world’s less-developed countries has been based on the
assumption thac they are, on the whole, important to
United States pational security. Our goals have been
peace, economic and social progress, and the encour-
agement of democratic inszitutions—the chance for these
countries to develop peacefully.

To preserve their independence, we have helped im-
prove their defenses, worked for the peaceful settlement
of disputes, played our part in deterring, and dealing
with, external threats. To promote economic growth we
have contributed technical and financial assistance. To
encourage peaceful social development and change, we
have prodded their governments to speed up internal
reform.

In pursuing these policies, we have, of course, been
mindful that some countries are more important to us
than others. Our involvement in the less-developed
world has always been selective, and has become more so
in the face of tough budgetary criteria.

Yet after more than twenty years of turbulence, crisis,
and varemitting effort abroad, it is not surprising that
questions and doubts are being raised about the wis-
dom of continuing these policies.

There is in this country today a mood of reappraisal
more persistent in some ways than is normal for a Presi-
dential campaign—a mood which urges us to cut back
foreign commitments in favor of urgent domestic needs
—a mood which, in particalar, questions the scope and
importance of United States involvement in the less-
developed world. Indeed, perhaps for the first time
sirice World War 11, there is a small but significant and
highly arriculate minority which challenges fundamen-
tal assumptions of value and fact underlying our foreign
policy.

I would like to reassess our relationship to the less
developed world by asking four basic questions:

First, is the fate of the less-developed world really im-
portant to the United States national security?

Second. what should we be doing in these countries?

Third, what are Soviet motives and intentions toward
these arezs? How should cur policies relate to those of
the Soviet Union?

Finally, how much influence can we in fact hope to
exercise on the development process itself?

Weak Because Theyre Poor

A realistic appraisal of our national interest must
acknowledge that these countries are relatively weak,
and will not, over the foreseeable future, constitute a
direct threat to our security.

They are weak in part because they are poor: their
agriculture often 1s stagnant, they lack a developed in-
dustrial base. But more important, their political and
sacial falbric remains exceedingly fragile. Development
into a modern nation state will be a matter of decades,
if not generations.

Why, then. should their fate concern the United
States?

First of all, let us acknowledge that our foreign policy
contains a significant humanitarian, idealistic compo-
nent. I, for one, have never seen any thing wrong about
that. As the world’s richest country, with an enormous
reservoir of skill and technology, our people want to
heip their less fortunate fellow men. They want this
because it 1s right. To do otherwise would he to deny an
essential part of our national heritage.

Nevertheless, in the case of many less-developed coun-
tries, our concern for their progress transcends humani-
tarian purposes and has a national security component
as well. This has certainly been true of all the major
recipients of United States aid.

Our national security interest is involved in several
ways.

To begin with, there are the countries like Turkey or
Korea that are of strategic importance to the United
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States. We need to keep these countries out of hostile
hands. Qur aid, quite simply, is designed to make them
economically and militarily self-veliant nations

Another group—countries like India, Brazil, Indo-
nesiz or Pakistan—are weak economically and heavily
dependent on international aid, but with the potential
of becoming major powers.

The hasic issue is whether these countries will become
a friendly force in world affairs conducive to woarld
peace. Dutside assistance can ease their difficulties of
transition and, at this stage of their development, while
they stifl form thetr institutions, influence the way they
will approach the world.

Can We Run The Risk?

There is also the reverse side of the com-—stagnation,
disintegration, collapse, and chaos—these could not help
but have a profoundly unsettling effect on the world
situation, Countries like India would hecome, more
than ever hefore, an area of contest between contending
forces. Would we really be willing to run the risk of
seeing a genuine demaocracy of 500 million people tarn
towards other—perhaps authoritarian—solutions—or to
stagnate in growing poverty indefinitely? Would we be
ready to contemplate with equanimity rising inequality,
poverty, and exploitation among the 280 million people
of Latin America? Just as we cannot hope to maintain
domestic tranquility so long as important segments of
ounr own populace remain heavily disadvantaged, so 1
do not Hetieve world tranquility can be maintained un-
less there is steady puprovement of cconomic conditions
in the less-developed world.

F is right that we take a new bard look at our in-
volvements overseas. But I think we will find that there
15, in fuct, no turning back from the key areas of a
rapidly vbanging world—without, int a very fundamental
sense endangering world order and our own security.

For vears we have been arging other affluent coun-
tries 1o do more—only to find that these countries ave
now doing more than ourselves. True, developing coun-
tries must learn to do more for themselves. But the
fact 1s thar development cannot be accomplished over-
night. Greater efforts will be required by all the indus-
trial commtries. particularly also this atfiuent country, if
the struggle against world poverty is to be woun.

Create Conditions For Development

These considerations make clear what should be the
guidepost of what we do and where. In sum. it should
he, quite sumply, to help create the conditions for peace-
ful development under institutions responsive to the
popular will. Happily. this is, I believe, also the objec-
tive of the vast majority of the people in the less-de-
veloped world,

This 15 a sunple tuth but, in practice, one from
which we can be easily diverted.

There 15 understandable irritation in this country
when recipients of owr aid turn against us in interna-

tional forums, criticize our policies, or withhold their
support. In fact, this irritation is one cause of the dis-
enchantment with aid. This mood is reflected in the in-
creasing number of restrictive provisions written into
the aid legislation by the Congress each year.

We should, of course, through a better explanation of
our positions, seek to improve cooperation hetween out-
selves and the less-developed countries. But 1 do not
think we can—or should—expect that recipients of our
aid can all be persuaded to agree with us on every major
issue.

We cannot hope to buy people. Nor should we even
want to do so. We do not want people to give up
their freedom of speech and thought, and their inde-
pendence. Our objective is to help build free, self-con-
fident, viable, sovereign nations. And as we move closer
towards that goal, there will be ever greater independ-
ence of expression in the international community. We
must win others over with the cogency of our arguments
—rather than by reliance on aid.

Little Political Payoff

But, as both we and the Soviets have found, the politi-
cal payoff alforded by aid is even now very limited. De-
veloping nations are sensitive about their dependence
on foreign aid. As a matter of domestic politics they had
to be: for, being so heavily dependent, they must bend
over backwards to avoid the impression, before their
own citizens, that they have sacrificed the independence
of their foreign policy. Aid, for this reason, can be a
Liability as well as an asset to bilateral relations. These
countries strongly resent the use of aid for purposes
they consider extraneous to the aid relationship-namely
as a lever to compel conformity to our—or any other
donor's—foreign policy. The fact is that these countries
will not sacrifice what they consider important national
concerns—even at the cost of reduced aid.

So I believe is is important that we not be deflected
from our central ohjective toward a view of aid as
primarily a way of buying political influence. If we ob-
tain from our aid a fall-out in political inflnence and
good-will—well and good. But faithful conformity to
our foreign policy views has not been. and should not
be, the criterion for eligibility.

Soviet Russia’'s Role

This issue of political influence in the less-developed
world leads to the consideration of the role of the Soviet
Union and, 1o a lesser extent, that of Communist China.

It is fair to say that at one timoe the rationale of our
whole policy toward the less-developed world was put
largely in terms of the threat of Communist influence
and penetration. And, this remains an extremely impor-
tant consideration in our policy. But it 1s also true that
his issue of Communism in the developing world, and
particuiarly of Soviet motives and behavior, which once
was—or seemed—so strajghtforward. is now far more
complex.

{comtinued on page 12)



WHILE
THE WAR
GOES ON . ..

by Donald G. MacDonald

In the 1966 Declaration of Honolulu, President John
son said, “we wili help {the Vietnamese people) build
even while they fight . . . to stabilize the economy, w
increase the production of food, to spread the light of
education, to stamp ouat disease.”

Since January 1966, significant agricultural and in-
dustrial progress has been achieved and notable eco-
nomic gains secured, With all its force, the war has
failed tc halt economic and—to a frequently unnoticed
extent-social progress. The work of AID has been to
help Vietnam achieve that progress.

Except for the prodaction of rice, agricultural pro-
duction has more than held its own. And there is now
great promise for a sweeping improvement in rice pro-
duction. Industrial cutput has risen by 15 percent.
Health care for most Vietnamese has improved; the
numbers of children being educated have dramatically
increased. And many other technical advances have
been achieved—the nation is now equipped with mod-
ern phvsical facilities in its seaports, airports and
roads: in its telecommunications capability; in its ever
growing numbers of bighly skilled personnel in all
walks of indusirial and economic life. The economy of
Vietnam has proved more durable and vesilient than
most. economists dared hope in early 1966, It was
feared then--and with every reason--that there could
be runaway inflation and, possibly, economic collapse.
Instead, there has been a remarkable measure of eco-
pomic stability.

Imports Play Major Role

Imports, financed directly and indirectly by US.
funds, have played a major role in the relative success
of anti-nflation efforts here. Rice has been imported
in large quantities, and a wide variety of consumer
goods has been made available in substantial volume.
These imports have permitted an increase in consump-
tion as well as providing the means for increasing in-
vestment and production.

)

Donald G. MacDonald, AID Mission Divector in Viet-
nan, formey Divector of AID Missions in Nigeria and Paki-
stax, has served with 21D and predecessor agencies since
1952. He won the National Civil Service League Award
in April 1967, for ouistanding government service.

In the face of intensified military action, the Viet-
namese economy has supported an increasingly heavy
military effort and a more or less constant standard of
living without rising levels of imports. This holds much
promise for the future.

In many ways, 1967 was a remarkable year for the
Vietnamese economy. Not only did the urban and in-
dustrial sectors continue to progress, bul the signs of
emerging, econmmic transformation in the countryside
were unmistakable. High prices for agricultural prod-
acts—the other side of inflation—led not only to higher
rural incomes, but to increased demand for fertilizer
and pesticides and motor pumps and agricultural ma-
chinery needed to raise rural productivity and lay the
base for genuine agricultural development. And as an
important part of this process, 1967 witnessed the de-
velopment of a rural distribution network, linking
farmers everywhere—but particularly in the Delta -
with the resources and comumercial energy of the towns
and cities.

Crop Yields Increase

in general, the Vietmamese economy is in satisfac-
wory condition. Business could be better, incomes could
be higher, prices could be lower. Is there a country
anywhere about which this could not be said? In any
case there is mo economic crisis in Vietnam today.
Apart from refugees, there is no unemployment, and
o apparent dire poverty. It can be said that even with
the problems of the last few months, the country's eco-
nowmic situation is considerably better than it was two
and a half years ago.

With the increase in the tempo of the war in 1965
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Go! Vietnamese jevmers prepare, not fov a vunning race, but for planting “miracle” [R-§ vice seeds

at desigriated (nteveals, Trainess at Vo Dat learn to insure propey spacing of secdiings by wsing o plenting guide—a long piece
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and early 1966, there was a qui(:fs;, sharp and danger-
ous dechine 10 Vietnam's production of primary stapies
—of vice and proteins. In 1967, not only was this halted
but the groundwork was laid for a dramatic production
incresse beginning with this vear's rice harvest.

Crep yields have been increased by wider use of
fertilizer, by fertilizer-responsive crop varieties, hy pes-
ticides, by frrigation, and by improved methods of cul-
tivation. Incentive prices and educational agricultural
extersion programs have stimulated farmers to mod-
ernize their methods and to invest their money in
greater productivity. Ferrilizer usage i South Vietnam
is now. proportionately, the highest in Southeast Asia
—ranging from three to ten times as great as that i
India. Thavand. Cambaodia and the Philippines.

Distribution of the new “miracle rice” (IR-8 and
IR-G steck) has been successhil. A pilot project in-
augurated at Vo Dac only ten months ago, and ander
poor conditions, produced a harvest double the average
vield for that aven. This vear's post-'Tet program en-
visages that these new rice seeds will be planted on up
to 37.000 hectaves with technical assistance provided to
farmers who invest in the new rice seeds. The first
harvest will begin in late September and it is condi-
dentdy expected that average yields of these new seeds.
nation-wide. will exceed the 100 percent ipcrease
achieved at Vo Dat. Despite the war and the obvious
difficalties entailed in achieving radical production in-
crenses it the short yun, the progress of the recent past
eives the Vietnamese every reason to srive for self-
sufficiency w rice production by 1971

The United States Secvetry of Agricalware, Orville
Freeman. declaved in Saigon in July that Seuth Viet-
nam s achieving an agricultural vevolution. His Jast
previous vistt o Vietham was also two and a half

vears ngo, just following the first Honolulu Conference.

or tmplaniation.

He had noticed then that few of the things farmers
needed were available to them and said on his depar-
ture that the non-military war was of equal importance
to the military effort—that providing fertilizer for
farmers was as important as providing bullets for sol-
diers. On his recent visit, he was unpressed to sce that
Delta farmers now seemed to have access to virtually
all the production inputs they require—including new
seeds, fertilizers, pesticides, pumps and, to a lesser ex-
tept, farm machinery as well.

During the same period, farm credit has been mul-
tiphied, largely as a vesult of the governments estab-
lishment of the agricultural credic bank i January
1667, In its first year, the bank made three times as
many individual loans as the annual average of its
predecessor Agency, The National Agricultural Credit
Organization, the total loan amount, $1.5 billion pias-
ters, was four times that previeusly loaned by NACO.

{contiriied on page 8)

Bullock power is an important gdjunct in preparing the
Vietnamese paddy for planting IR-8 rice, and the wark goes
on, way oy no war, o produce rice, the mainstay of the
Pictnamese diet,




Higher Incomes In Developing Nations
Put Pressure On Marketing System

Note: This article is based on the repori, (Elasticity of ¥Food Con-
sumption Associated with Changes in Income in Developing
Countries), eriginally published by USDA in 1963, recently re-
printed. Copies are gquailable from Information Division, OMS,
Ushid, Washingion, D, C. 28250, Ask for FAFR No. 23.

Increased per capita income in a developing
country may be a mixed blessing. The extra dol-
lars enable people to buy more and beter food.
Bat if there is too lttle food to meet the demand,
or if there 15 a bottleneck in the marketing sys-
tem, the additional dollars can spell trouble for a
development plan. Food prices often soar, leading
to national inflation. More tood may have to be
imported, particularly for urban consumers, using
muchneeded foreign exchange. At worst, food
riots could ensue.

Highly important to government planners in an
expanding economy is the rate of growth in the
demand for food that passes through the market-
ing system. U.S, Department of Agriculture econ-
omists studied how rapidly the demand for food
sold through retail stores rises in the early stages
of economic growth.

Why? As a nation develops, one of the first
things that happene is a migration of people from
rural to urban areas. And people who migrate to
the cities can’t grow their own food. The result:
an increase in demand for food which must pass
through marketing channels en route from the farm
to the consumers. The economists found that any-
where from 40 to 90 cents of every extra dollar
earned in developing countries will be spent on
foed. Urban people consequently spend a large
proportion of their increased income on food
which passes through the marketing channels.

Turthermore, when extra dollars generated by
development start pouring in, there is an addi-
tional pressure on marketing facilities.

The USDA study points out that in the carly
stages of economic development, government of-
ficials can reasonably expect a five percent in-
crease per year in the demand for food.

For example, if population and per capita in-
come are both growing at three percent a year,

each extra dollar on food, the total demand for
food will grow about 5 percent a year. But at the
same time the demand for food sold at retail
may increase by almost 10 percent.

Even at slower rates of growth, say with popu-
lation increasing at two percent and per capita in-
come rising at only one percent a year, consumers
will want to spend three percent morve for food,
and nearly six percent more at retail.

These conditions — increased urban population
and increased per capita income—bring about the
necessary pressures which may force a breakdown
in marketing facilities unless necessary improve-
ments ave undertaken. Thus, economic growth not
only calls for more food but also for an expanded
marketing system. When the average per capita
income of a country is only 350 a year, the de-
mand for food at retail is about 25 percent of the
total demand for all food. But when incomes
start to rise, the proportion of retail food becomes
a larger proportion of the total demand for all
food, increasing to about 50 percent at the $200
per capita income level; to about 70 percent at an
income of $500 per capita; and to around 85 per-
cent at 51,000 per capita. In terms of actual dol-
tars spent for food, such changes would mean a
consumer expenditure at the retail level of only
$9 at the $50 a vear income level but a 3155
and $326 expenditure at the $500 and $1,000 per
capita income level.

One important policy implication following
from this study is that governments planning for
economic development should be aware that rapid
increases in the flow of food through marketing
channels are likely to cause inflationary pressures
on food prices unless marketing channels are
made capable of handling these increased food
tlows. And, since the demand for food at retail
is influenced by particular rates of economic
growth and food elasticities, development planning
should be closely geared to their specific economic
conditions, if bottlenecks and food infiation are

and if the average person spends about 70 cents of to be avoided. ~Edward Koenig, U.8.D.A.

Ratio of Food at Retail to Total Food with per capita income as follows:

Retail Food Path

%50 $200 $500 $1,000

Percent Percent Percent Percent
bow 10 30 50 75
Medium . . 25 50 70 85
High . ... 60 75 20 95

Note: The low, medium and high retail food peths each represent shifts in the ratio of food ot retail to total
food o5 countries underge economic development and experience higher levels of per capita income.

I
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Dy S g, Alien, greenhose sipevvlser, explams to international group—from Tuvkey, Brazil, Kenya, Egypt, and India—how
ot makes prefiminary eoaluations of polentinl new fertilizer products.

i

TVA Helps AID’s

Internationad vesearci and development centers are
proving to be potent weapons in the world suuggle
against mass starvation. Use of the interdisciplinary
approach to problem sclving has created new advances
that have helped renew hope of averting food fammue.
Such advances inclade the so-called miracle varieties of
rice, wheat, corn, and sorghun,

TVA's Nadonal Fertilizer Development  Center
(NFDG ar Muscle Shoals, Ala.. has many attributes
of these recognized international centers. The inter-
disciplinary approach of the NFDC saff of some 250
scientists—chemists, engineers, economists, soil scien-
tists, agronomists, warketing specialists, and conmnuni-
cation specialists—provides an unequaled competence
of experience and know-how in the field of fertilizers.

The Agency for International Developrent has rec-
ognized TVA'S competence in fertitizers and since 1965
has waintained a general agreement which makes
available the personnel vesources, capabilities and ex-
perience of the NIDC sratt to the effort in the War
on Hnnger,

The broad coverage ot the many aspects of fernlizer
producdon. distribution. nnwkering, and ase, make the

Fertilizer Programs

center a fruitfal training ground for fertilizer techni-
cians and executives from developing countries. This
training takes the form of formal courses in produc-
ton, marketing, and use; plant operation and main-
tenance: and management. Informal training for pe-
riods of a few days to several months—allow partici-
pants to work with world-recognized scientists and en-
gineers and to specialize in their fields of interest.

Formal training courses stress to the participants
the interdisciplinary nature of fertilizer problems. By
working with other disciphnes in problem solving sit-
gations, students better understand the complexity of
ferilizer problems and their solution. To eliminate
biases and political influences, problem solving in the
TVA courses 1s based on a mythical country and its
probiems. Once the parvticipants learn to address them-
selves to problems on this basis they are in a better
pesition to approach and solve their own.

Training to date has involved over 100 participants
{rem 16 different countries. To turiher extend and ex-
pand this training TVA 15 now preparing a handbook
for wraining courses in fertilizer. Through this ap-
proach it is anucipated that returning trainees can

—



conduct addittonal training courses in the LDCs and
with a3 minimum of cutside assistance many additional
participants can receive meaningful traimng.

TVA has aiso furnished technical teams for a num-
ber of developing countries. The hroad training and
experience of TVA’s technical staff. make possible a
broad renge of interdisciplinary studies. The results of
this work are manifest in the type of fertilizer plants
that have been Il in Korea, Turkey, and Moroceo,
in fertilizer use estimates for Thailand, Turkey, Mo-
rocen, Ursguay, and Peru and in recommendations tor
improved fertilizer marketing systeros for India, Af-
ghanistan, Morocco, and Peru. Overall these studies
and their related reports bave contribuied to increased
and more wise use of fertilizers which in turn bhas con-
tributed to improved tood production.

TVA further conducts a number of studies that are
Keved to AlDYs policy on fertilizers. A publication en-
titled, "Estimared World Fertitizer Production Capacity
as Related to Future Needs” keeps AID and others
mtormed of fertlizer production potential worldwide
and regionally in relation to estimates of use. Where
obvicus nequalities appear, additional emphasts can
be exerted on a timely basis to avert imbalances.

A study evaluating the various high-analysis fertilizer
intermediates such as aminonia, urea-ammonia solu-
tions, hiquefied nataral gas, elememal phosphorus,
phosphoric acid, superphosphoric acid. etc., for use by
the developing countries shows promise for providing
improved fertilizers for some countries and regions at
savings in total cost, in toreign exchange, and in capital
outlay.

TVA Divector of Chemical Developrient, T, P. Hignelt,
knpwn throughont the world as an owlstanding fertilizer
researcher, discusses feriilizer products with members of
multination group. (These vepresent India, Turkey, and
Kenva.j

cesiults of pilot-plant test run
with mew process to industry visitor duving diennial demon-
stration of new TVA jertilizer developments. The lwo-
day event oltvacis about 600 people from throughout the
U7.8. and 1820 foreign countries.

Engineering aide expluins

-

~

TVA also functions in other ways: fertilizer raw 1moa-
terials are evaluated chemically and for processing into
tinished fertilizers. New promising fertilizers such as
urex — ammonium phosphate, ammoninm polypbos-
phate.  slow-release materials, etc., arc available
through TVA for testing under different climatic and
cropping regimes. A world fertilizer information cen-
ter is being mawntained at the Nattonal Fertilizer De-
velopment Center at Muscle Shoals, Alabama. This hi-
brary is fast becoming the most complete fertilizer in-
formation center in the world. A monthly publication
“Fertilizer Abstracts” veviews and catalogs recent fer-
tilizer information and publications. This service has
heen offered for only six months and about 700 paid
suliscriptions are being serviced. TVA also plays an im-
pertant role in AID emphasis on fertilizers by spon-
soring and participating in fertilizer conferences anud
symposiums and through its international visitor pro-
grams.

The National Fertihizer Development Center is play-
ing and can be expected to continue to play an im-
portant role in encouraging greater and wiser use of
fertifizers wo produce more food to relieve human mis-

ery throaghout the developing free world. o3




Vietnam—continued from page 4

Similarly, protein production has revived. In 1966,
diseases demoyed onethivd of the total swine stock.
Since that time a major effort o develop local vaccine
has been undertaken and its production bas gone up
sharply. Livestock discases ave being reduced. Meat and
pouliry production is beginning 1o increase.

As a consequence, with the exception of temporary
hardships among those bardest hit by the war, in dif-
ferent places, at different tmes. the great majonty of
the Vietnamese people has (‘nj()ved a diet well above
normal health standards in calovic requirements, nu-
trittonal vajue and variety. Anvone who remmembers the
spartan rations of Europe in World War 1T must be
impressed by the comparanive abundance and quality
ot the diet of the Vietnamese people.

Strides Made in Healih

What has been done to stamp out disease?

Tmproved health care services to more and more
people 1t South Vietnam have shown mpxd growth. In
February 1966, the Viemamese civibian | OS] ital sysiem
treated less than 30,000 patients per month, including
outpatients and adpissions. This vear, the average per
month is 205,000,

By the end of 1966 the total bed capacity of the
Health Ministry's Hospit
1o 15,3545,

It bas heen hurther incrcased 1o 16,055 ar present.
The treatment capability has heen mulbtiphied fargely

Special seedled called “dapog,” minkes ils appearance
at Vo Dut. Rice secds ave prlunted vevy close logether coer
@ matting of banena leaves, and the seedbed kept L]zu"’
After 14 deoys, the maiting can be volle
the seeitiings inside and Frely voois entside, and
thie baddy for transplantinge. Ovdinary rice
f;um a fuif maseth cw!m(' i hisb.dhl”‘“
l/z)lfl(l(.’t(f \{_\ OL!N,\:_' aYed

CUPR D grows

il
taken to
seediings ve-

reguive too miuch
v’upr)f "seedbed can

L while I.Iu e
.i:f.s."e‘!(.' g favmey's Lowse.

al System had been broughe

S{o‘ g Uh()u'ﬂ' hip-dech am!"r, AIU Agriculture Ad-
viser Ray Russell mu(h ]Rés rice trainees out to the pad-
dies 1 Vo Dat z.’mm)mzmho project to check out the
rice evop. Impressed with the success of Vo Dat, AID AMis-
sion IDirectar M/u Donald declared thay “despite the war and
the obuious difficiities entailed in /z('hzf'vmu radical pro-
duction increases in the shovt yun, th bmwcss of the ve-
cent past gives the Vietnamesce reason Lo sirive for
self-sufficiency i vice production }“' 1871

cvery

by an outpatient care system reinforced by American
and free world public health assistance teams through-
out the country. Free world medical assistance person-
nel have been sent by ten countries; thely numbers on
duty in Vietnam average over 90 doctors and nearly
300 pnurses and technicians, U.S. health assistance teams
comprise approximately 400 doctors, nurses, technicians
and administrators. Also, some 506 American phys-
cians have served 60-day wars in Viemam as unpaid
volunteers.

Immunization against smallpox, cholera and plague
is being carried out on a large scale. In 1966 such
imnunizations totalled 4,100,000, In the first four
months of this vear alone, nearly 9,000,000 immuniza-
tions have been given.

This, then is the record of some of the Vietnamese
;1(‘(‘0mphshm(-‘ms over the past two and one-halt years
in the economic and social sphere—a record in which
is mirrored the activities of the U.S. Agency for Inter-
national Development during that time. AID has been
extensively engaged in programs sapporting each of
the Vietnamese efforts T have discussed. 1 take consid-
evable pride that AID mvolvement has frequently been
a significant and sometimes an essential element in
these achievements. But is is important w note that
these ave primarily Vietnamese successes. in which the
LS, bas played only a supporting role.

The people of Vietham have built even while they
fought—not only to stabilize the economy, but to im-
prove the economic well-being of most Viethamese: to
novease the production of food; o spread the light of
education: to stamp out diseasc.

~Frow a speech to the Saigon Lions (
12,1968,

Clich, dugust




These hmlﬂm fndian children ave typical
t)mtrmpants in a school fpeazr?) program.,

BALARNAR o

and the kitchen’s chlldren oL

Hungry and malnourished children are facts of life
in many of the world’s less developed countries. AID,
in cooperation with U.S. voluntary agencies and na-
tional governments, seeks to do something about them.

Last year, for exampie, 48 million children in 106
countries were fed nutritional foods donated through
Food For Freedom programs. These children received
conventional foods such as non-fat dry milk, wheat and
corn as well as a variety of blended foods which have
been especially prepared for use in mass-feeding pro-
grams.

One of the newer of these foods has been developed
by the Food Corporation. of India and has been named
Balahar - a romanticsounding word combining the
Hindi words “bal” ({child) and “ahar” (food). It con-
tains 709 cereal, 259, peanut flour, 5%, non-fat dry
mitk plus vitamin and mineral additives. At present,
the U.S is supplying the cereal needed while the In-
dian Government is supplying the remainder. One
pound of the product is ample to provide six children
with their full daily protein requirements and one-
tifth of their caloric needs.

The basic concept of Balahar is to provide a bal-
anced diet containing carbohydrates as well as the
requisite quantities of protein from a wide range of
interchangeable sources. There is no single formula,
as such. Rather, local supplies and tastes will deter-
mine the composition.

Balahar began as part of the U.S.assisted famine
relief program for the state of Bihar in India durirw

1967. Qf the $25 million appropriated by the U.S 5. Con-
gress for famine relief, $5 million was for the pmduc-
tion of Balahar. After some testing. it was produced in
larger quantities to be introduced into already exist-
ing feeding and relief programs. Through July of 1968,
more than 21,000 metric tons had been produced.

The Food Corporation, an Indian Government en-
terprise, is responsible for the produrtlon of Balahar
although the actual milling atid processing is done by
private concerns. The Food Corporation acts as a cata-
lyst in icentitying ingredieiits and encouraging popu-
lar acceptance. It is currently making efforts at the
commercialization of the product and is distributing

samples and promotional material through retail chan-
nels.

The magnitude of AlD’s etforts in child feeding and
school lunch programs can clearly be seen in the cur-
rent reports from India. There, almost 9.5 million chil-
dren are participating in lunch programs, 40,000 are
being aided in other programs and 4 million more are
receiving tempor;u'y assistance in drought-stricken areas
-a total of 13.5 million children.

.5, voluntary agencies carry out the majority of
these programs with most of the basic food commodi-
tics and logistical support provided by AID. The vol-
untary agencies seek AID’s assistance and concurrence
in their programs and provide the administrative per-
sonnel to coordinate them in the field.

In India, CARE is the principal agency involved in
child and school feeding programs, feeding 8.6 mil-
lion children of the total 9.5 million now being
reached.

A concept now being tried with great success in In-
dia is that of the central kitchen. Through experience,
both AID and CARE came to realize that allowing
each individual school to prepare, store and distribute
the food alloted to them did not always produce the
best results. The solution, they thought, was the estab-
lishment of central kitchens which could prepare the
food in large quantities and with more smform ve-
sults.

A pilot project. employing this idea and using Bala-
har, has begun in Madras state. lLarge thermal con-
tainers are employed to keep the food hot and trucks
are used to carry the food to distant schools and to
return the reusable containers to the kitchen for wash-
ing. With this method, a standard nutritional quality
is more casily obtained and more sanitary conditions
are introduced to already effective feeding programs.

Implicit in all these programs is the encouragement
of both the firm establishment of the school lunch as
a part of local culture and the gradual increased as-
sumption of local responsibility and financing. The pic-
tures on the following pages show the work being done
in India on the production of Balahar and the Pilot
iy il Wi erte HN g
Central Kitchen Project. S



a handful of health

I
t

Ris represessative, Willlam Hulk, Balghar being processed Bagging Balahar
beots e thermal conioiners 1 orelley macknes at the mill. at lhe South Indian Flour Mills

10



R
e
TR

,

!mzshegz’. product 5 stored 7 v . Staple grains for the production of
lo shipment nt ket Balahar arvive ai the mitl




Katzenbach—continued from page 2

First, it 1s, of course, no longer correct to think of
this problem in terms of a single unified movement of
world Communism. There is the Sino-Soviet split. In
many countries—in Africa in particular—we find active
competition between the Soviet Union and Communist
China. In some countries we find Moscow-supported
orthodox Communists, Trotskyites and Maoist oriented
groups. And in Latin America, we find a split between
Castroite-Marxist forces, with their emphasis on guer-
rilla warfare and violent revolution, and the traditional
Marxist parties which, while not ruling out violence at
some future time, would for the present try to gain
power by non-violent means.

Second, Soviet policy, as we now clearly see, has both
an ideological and a national security component. At
different times and places, one or the other component
may be dominant. And the two are not always fully
consonant. In South Asia, the Soviet Union has gener-
ally worked for stability, economic development, and a
relaxation of tensions between India and Pakistan. In
West Alfrica, the Soviets have tried to improve rela-
tions with Turkey and Iran. And in Latin America,
apparently unlike Castro’s policy, Soviet policy, at least
in the short-term, has tended to emphasize correct state-
to-state velations.

Relationship is Complex

None of this is to say that the Soviet Union has now
beconie a helpful influence in the developing world.
Soviet intentions toward the United States certainly re-
main antagonistic. But we should also recognize that
the relationship between the Soviets and ourselves in
the developing world is a complex oue, that it contains
elements not only of competition but also occasional
strands ot parallel action and interest.

Third, in judging the threat of communism, we
should not forget the tremendous force of nationalism
and the profound opposition in all these countries to
external domination. Events in Eastern Europe have
once again demonstrated the strength of these forces as
has, in a different way, the bistory of Castro’s relations
with the Soviet Union or that of Sino-Soviet rela-
tions. In Africa—the area, in some respects, most vul-
nerable to Communist penetration—Soviet and Com-
munist Chinese intrigees have been spectacularly un-
successful. The lesson we should draw is that the pos-
sibility of Communist takeover will be determined, ex-
cept in special circumstances, by developments within
these societies themselves rather than by external in-
trigue and manipulation—and that the prospects for
totalitarian solutions will be diminished to the extent
less-developed countries make reasonable progress in
solving their problems.

The other lesson we should draw is that—profound
antagonisms notwithstanding—there is some common
ground in this arena for occasional parallelism of Soviet
and United States actions and interests. Over the long
term, we should try to explore using this common
ground to reduce conflict between the Soviets and our-
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selves in these areas of competition, as we are trying to
do in others.

How Much Influence?

Finally, let us consider the question of how much in-
fluence we ourselves, other Western countries, or the
Soviets, for that matter, can hope to exercise on the di-
rection and the final results of the development process
itself.

On this point, all that can be said is that there are
grounds for optimism and hope. We should acknowl-
edge, with due humility, that we stand here before
very large processes of history whose eventual shape
and outcome we can not, at this time, fully foresee.
But this should not deter us from the attempt to in-
fluence history.

Taking first the economic aspects, all of us are famil-
iar with the long list of problems and obstacles to rapid
development.

—The sheer poverty: the painful choices between sav-
ing and consumption;

----- The problem of exploding populations;

—The problem of how to increase export earnings.

But there have also been, to turn to the other side of
the ledger, spectacular success stories. The list of coun-
tries graduating from the aid rolls is lengthening. And
in much of the developing world, dramatic changes of
economic structure are  taking place, creating a
solid base for further progress.

One example, in particular is worth noting: the rev-
olution in agricultural productivity now under way, as-
sociated with new high-yielding seed strains. Indian
farmers of the Punjab are using new seeds which have
increased wheat yields by up to 200-300 percent. In
Fast Asia, the miracle rice developed in the Philippines
is accomplishing a similar revolution. Already, trends
in food supply are dramatically being reversed. Where
only a few years ago the outlook in much of non-
Communist Asia was one of growing food deficits, the
prospects now are for self-sufficiency in grains some
time in the 1970s.

Problems of Progress

Turning to the sociological and political aspects of
the development process, we sometimes too readily as-
sume that steady economic progress assures orderly so-
cial change.

This overlooks the many psychological and institu-
tional and special interest barriers to development. In
some cases, these barriers may be so strong that peace-
tul reform becomes impossible. In these cases, develop-
ment may result in—even require—violence. We hope
that sach cases will be few. But we can expect such
occurrences and should not be frightened by them.

Development is a profoundly unsettling experience.
It involves the uprooting of ancient ways, the oblitera-
tion of traditional group and class distinctions, the
willingness to opt for new ways of life. In a very real
serise, it requiires a new conception of selt.



This, then, is the true scope of the task: each of the
developing countries must copstruct a new national
identity fusing ancient ways with the new values re-
fquired for the conduct of # modern economy. Our own
role in these processes must be approached with great
humiility, with the recognition that our efforts must
necessarily be limited, and that the resulis may not al-
ways be what we expect.

Tndia for many years now has been the single largest
recipient of United States developarent aid.

A visit to India s an eye-opener. The dominant mm-
pression is the enormous potental of this vast, end-
lessly varied country: the progress made and the prom-
ise of further progress. despite great difficulties; and
the growing confidence of India’s leaders — and its
people—that, after ail these years, success in dealing
with some of India’s formidable economic problems is
conung in sight.

This new optunism has its solid ground in this year's
bumper harvest—following two vears of disastrous
drought. Bur, more important, the agricaliural revolu-
tion, for the first thme, has brought in sight self-
sufficiency in food, some time in the 1970s—some In-
dian planpers think as early as 1971, In a country
where such a large part of the population is dependent
on agriculture. it would be difficult to over-estimate
the importance of this prospect.

There is no doubt in wy mind that India will, some
day. be cne of the major powers i Asia-—as, in fact,
it already 15 a siguificant voice on the internationai
scene. Despite occasional major disagreements, which
are an ritant to our velations, we share with that
country a comuon set of beliefs about the value of
mdividual Iife and the imaportance of free democratic
institutions. Success of the Indian experiment-—to de-
velop this enormous country under free institutions-
will be of enormous comsequence for the world—the
general climate of international security in which we
and future generations of Americans will live — and,
more particalarly, the emerging political order in Asia,
which 1s vital to stability in the Pacific region.

The case of India clearly iHustrates that this is not
the time to abandon our commitment to the cause of
peaceful. non-totalitarian modernization. Our domestic
needs are urgent and important to the bealth and well-
being of our own society. Appraisal and reassessment
of our involvements abread is desivable. There will be
—and should be—adjustmenis. But when all is said and
done, this searching reexamination of our policies will
confirm the soundness of cur commitments, begun and
carried forward under both Democratic and Republican
Administrations. i the key arcas of the developing
world.

.
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RURAL ELECTRIFICATION
PROGRAM BOOSTED
IN THE PHILIPPINES

Two pilot rural electrification projects in the Philip-
pines will be financed by loans recently authorized by
the Agency for International Development.

The. two projects, based on feasibility studies made
by consultants from the National Rural Electric Coop-
erative Association, are expected to lead to a nation-
wide program of rural electrification. The program wiil
be an integral part of the efforts of President Marcos’
administration to promote raral development.

Oune loan, for $2 million, will finance generat-
ing and other equipment, as well as engineering serv-
ices, from the United States for a cooperative at Vie-
torias 1n Negros Occidental province, to serve an area
with a population of about a quarter ;nithion.

The other loan, for $1.1 million, will pay for U.S.
transniission and distribution equipment and engineer-
ing services for a cooperative in the province of Misa-
mis Qriental, Mindanao, to serve a coastal area of
about 120,000 persons.

The NRECA consultants will provide advisory tech-
nical and management assistance for the projects un-
der AID contracts.

The borrower will be the Government-owned De-
velopment Bank of the Philippines, with a lean guar-
anty from the Government of the Philippines. The loan

funds will he re-lent to the respective rural coopera-

tives. whose leadership comes trom the communities to
be served.

Local costs will be advanced by the Electrification
Administration, a national Government agency respon-
sible for assisting local governments, cooperating asso-
aations and private utilities 1o obtain low-cost, depend-
able electric power. These costs are estimpated at the
equivalent of $475,000 for the Victorias project and
$560,000 for the Misamis Oriental project.

Technical supervision for the design, construction
and initial operating phases, as well as general tech-
nical assistance to the cooperatives, will be provided by
the National Power Corporation of the Philippines Gov-
ernment, the Electrification Administration and the
NRECA advisors.

The AID loan funds may be spent only for U.S
goods and services. The loans are repayable by the De-
velopment Bank in 25 vears, including a principal
grace period of 5 years, with interest of 314 percent

annually on outstanding principal. -
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tenants. The Mission also recommended that
the rate of interest should be moderate and
SAVACHTRE eqquivalent to about that charged by commercial
20 w2 st banks for larger loans to agricultural producers
E in a strong financial position. It further recom-
P”ILIPPIN s mended that the banks should provide farmers

with 2 managerpent service.

By Robert L. Fowler Shortly after the enacument of the Rural
o] Agrividnoal and Ruovial Develofrinent Division, Fas! Banks Act of 1952, the first rural bank opened
dsiic Tecinical Adeiiory Stafl. East dsia Burenu, 41D

its doors for business in the town of Pasig, Rizal.

Rural banks comprise an important element
of the total banking structure of the Philippines.
They are designed specifically o serve a seg-
ment of the population—the small farmer, the
small businessman, and small entreprenenr —
who are not adequately covered by commercial
hanks. Instead of competing with commercial
banks, rural banks tend to supplement or com-
plement them. Although the volume of busi-
ness of the rural banks is small in comparison
with the cormmercial banks, they are reaching
greater numbers of small credit-worthy people
each year and arranging for them o obtzin
needed cvedit. These rural banks are playing
an important role in agricultural development
in the Philippines.

The Ruwral Banks Act. authorizing the estab-
lishient of the Philippine Rural Banks' pro-
orani, was enacted into law on june 6, 1952,
by e late President Elpidio Quirino. This leg-
tslatien: was based on the experience of more
than 40 years’ effort by the Government to es-
tablich an fostitution  that would provide a
workable solution to solving the age-old credit
problem of the small farmers, small merchants,
andd private entreprencurs. Money lenders tra-
ditionally have been the principal source of
capital available o Filipino farmers. But thewr
hieh fnterest rates have served as deterrents 1o
bovrowing. It was not, however, the purpose of
the new bunking system to replace the money
terder but rather to veive him into the sys-

tene. In this way the faroer could take advan- Establishment of Rural Banks
tage of his capital and expertise under con- The initiative to organize a bank comes from
troiled uiterest rates. private Filipino citizens, usually a family (not
The Ageacy for International Development less than five or more than 15 people) who
and its predecessor organizations have played an petition the Central Bank of the Philippines for
mportant role in helping the Government of the necessary authorization to form a stock cor-
the Phalippines (GOPY te develop a Rural poration. Each application is carefully screened
Banking Svstem. In 1950 Presiden: Truman, at by the Central Bank 1o determine the compe.
the vequest of the President of the Philippine teney of the management. The Central Bank
Republic, appeinted a USRS, Economic Survey also determines the suitability of the proposed
Mission to vonsider the cconomic and financial location of the bank to serve the credit needs in
profiems of that country and 1o vecommend the aren.
measures that woold enable the Phijippines to When a rural bank is authorized, it is granted
beconte axd to revin selb-snpporting. Among a charter for 50 years. Then the management
s many recoumnnendations there was one to es- issties common stock to private mvestors to raise
tablish smadl rural banks  straregic locations the capital authorized by the Central Bank. If
within easy access of the niove impoyiant agri- private subscription fails to raise the necessary
cultural vegions. The Mission emphasized hat paid-in working capital, the Rural Bank may
these banks weve the solution o the credit raise additienal money through sate of non-vot-
probiems of smail land owners and vesponsibie ing preferred stack to the Development Bank




tarmer Antonio Aldemita vece part of

ot ¢ Laging Ruval Bank to tike care of
expenses expected to be incwrved in Ivansplanting,
weeding, harvesting and other emergency expenses
for the Bigh-yielding vice vasiety seedlings on his
farm. This jorme of assistance is coveved by the
Agricutbural Guarantee  and Loan Fund (AGLF),
@ suprrvised cvedit prograre of the Philippine Cen-
ivil Bank.

Filinime

)
g
i fowse {1

of the Philippines (DBP) in an amount not (o
exceed the fully paid subscribed capiral of the
private sharcholders. Govermment subscription
is cn a4 matching basis, e, on a peso-for-peso
basis. The preferred stock is paid off as soon as
possible from the profits. The par value of the
shares of common and preferred stocks ranges
bhetween one peso  ($0.262y % and 100 pesos
{826)

The DBP and the Philippine National Bank
mav alse make loans to a rural bank repayable
i fen vears with interest at two per cent per
annum against securities offered by any stock-
holders of the rural bank. In case of emergen-
cies, the Central Bank may extend a loan to any
Rural Bank against any asset considered accept-
able by the Central Bank. Rural Banks, provid-
ing they are in good standing. may also in-
crease their loan funds through rediscounting
with the Central Bank cligible paper covering
loans to borrowers at preferred rates of from
twe to three per cent per annum. The Central
Bank permits discounting when hanks find it
necessary o adjust their asset position to meet
credit requirements beyond their financial lim-
nations. These eligible papers may consist of
agricuitural promissory potes, industrial prom-
issory notes, and eligibie commercial. and co-
operauve papers. The rediscount rate 1s based
on the age of the bank as well as its capacity
to make a profit. The rate should be about
21, per cent for hank that has been in busi-
ness for Lwo years.

rate of exchange $7:=3.91 Pesvs.

The Rural Banks Act provides that at least
650 per cent of the voting {common) stock shall
be held by Filipino citzens and that all mem-
bers of the Board of Directors {(between 5 and
11 persoms) shall also be Filipino citizens. Each
Director must own at least one share of stock.
Officers and salaried employees of the Govern-
ment are not ¢ligible 1o hold office in a rural
bank, but they may subscribe 1o the stock. The
ninimum paid-up capital requirement for a
rural bank is 50,000 pesos ($12,800). There are
no limits on the maxinnun amount of capital
that may be invested in rural banks. However,
a bank must receive approval from the Central
Barzk in ordey to increase its authorized paid-in
capital stock. The average rural bank has a total
capitalization of about 270,000 pesos ($69,600).
Supervision of Rural Banks

The Central Bank of the Philippines is
charged by the Government of the Philippines
with the authoniy and responsibility to admin-
ister and supervise the activities of the vural
hanks. At Jeast once a year 1t reviews the lend-
ing policies and operational aftairs of each rural
bank. To encourage the development of these
banks, the Rural Banks Act authorizes adequate
incentives and privileges such as tax exemp-
tions (so long as capitalization of the bank ex-
cluding government preferred shares does not
exceed one million pesos or 3256 thousand),
free technical assistance, including eredit super-
visory assistance, and certain commodity as-
sistance. The Central Bank also ofters special
traming programs Lo ensure that management
personnel is adequately trained to perform com-
petently., The Central Bank also sends two
rraining otficers to work with the newly estab-
lished banks for a period of two weeks. They
return later to give further assistance if the ex-
anuner’s report shows that the bank still needs
help. The Banks are under a uniforn account-
mg system and are first examined two months
atter their establishment. As a vesult, few raral
banks bave had to be suspended because of un-
sound banking practices or irregularities.

The Central Bank has provided the Rural
Banks with several guiding principles on sound
lending. These include:

I, Loans must be tatlored to meet the needs
of the borrower;

2. Repayments should be so schedufed that
maturity dates coinelde with income dates:

4. Loans should be used for their intended
PUEPOSEs;
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4. Primary consideration in making loans
should be given to the borrower’s character and
his capacity to repay as shown by past produc-
tion records and present condition of his busi-
ness.

Growth and Credit Function

Since the enactment of the Rural Bank legis-
fation, the number of rural banks has steadily
increased. By the end of 1966, there were 3358
banks in operation with total rescurces of 323
million pesos ($82.6 million).* Since 1953 loans
have aggregated 1.5 billion pesos ($383.6 mil-
lion). Approximately 79 per cent of the loans
granted during this period {more than 2.1 mil-
lion) went to small farmers, 16 per cent to
small merchants, and 4 per cent went to opera-
tors of small industries. In 1966 the total loans
granted to small farmers amounted to 247.5
million pesos ($63.3 million) that was 83.7 per
cent of all loans granted. These loans were
made to 315,595 farmers. The majority of the
loans granted were between 100-1,000 pesos
{$26-$256) each. The interest rate is one per
cent per month or 12 per cent per annum. This
rate is considered reasonable in view of the 25-
5% per cent or more charged by traditional
lending sources and the size of individual loans.

Production loans vary according to the kind
of crop, as indicated in the following table.

Maximum Percentage Allowable

Based on Value
of Visibie

Based on Value
of Previcus Year's

Crop Production Production
Rice & Corn 50 70
Other Agricultaral Crops 4G 60
Perishable Crops 30 40

{fraits & vegetables)

In determining the amount of the loan, the
rural banks take into consideration the estab-
lished value of ecither the farmer's previous
year's crop or his visible harvest, whichever is
appropriate. Loans based on the visible harvest
are generally larger, as much as 20 per cent.
The Rural Banks may also make loans for the
feeding of livestock in an amount not to exceed
40 per cent of the value of the livestock at the
time the loan was approved. In case of market-
able stock, the Banks may loan up to 60 per
cent of its commercial value.

Special Financing Programs

There are several far-reaching developments
underway:

I. The International Bank for Reconstrue-
tion angd Development (IBRD} hag established

3 Sec Appendix A for comparative statement of total re-
scurces and liabilities of all the rural hanks.

an agricultural credit line of $5 million to the
Central Bank for financing medium-term and
iong-term loans for the acquisition of farm ma-
chinery and equipment by small farmers. The
Central Bank establishes time deposits in the
rural banks, which enables the farmer to make
his purchase through them.

2. The Central Bank has also entered into an
agreement with the Rice and Corn Adminis-
tration (RCA). Under this arrangement the
RCA, in its efforts to stabilize the price of
palay (rice} and corn has authorized the rural
banks to serve as its agents. It establishes an
account in the bank for the purchase of rice
and corn from producers at stabilized prices. As
of December 31, 1966, the rural banks that
were participating in the program had spent
115.6 million pesos ($29.6 million) for rice and
Corn.

3. In 1966 the Central Bank entered into an
agreement with the National Economic Council
and the USAID Mission to establish and oper-
ate an Agricultural Guarantee and Loan Fund
{AGLF). Under the provisions of the agree-
ment, AID has contributed 5 million pesos to
the Fund for agricultural purposes only. The
Fund is made available to the rural banks by
the Central Bank in the form of special time
deposits. Eighty-five per cent of the Fund on
deposit in the rural banks at any given time,
unless special approval is granted, may be
used for short-term preduction loans (one year
or less) and 15 per cent for medium-term credit
in support of the IBRD loans. Preference is
given to the small farmer-operator. A Review
Comumittee, composed of one representative
each from the National Economic Council, the
Central Bank, and the USAID Mission, has
been established to review periodically the Ag-
ricultural Guarantee and Loan Fund. The
AGLF deposits in the Central Bank eam 414
per cent interest which accrues to the Fund.
Rural Banks which utilize the fund pay 6% in-
terest to the Central Bank, a portion of which
goes into the guarantee fund or account. Bor-
rowers of loan funds from the rural banks are
charged one per cent per month. As of April 1,
1968, there were 174 rural banks participating
in this program and 26.1 million pesos ($6.7
million) had been loaned to cooperating
tarmer-borrowers. The repayment under this
program with the exception of a few banks con-
tinues to be satisfactory. In some cases inclem-
ent weather literally destroyved crops and has
created some collection problems,




Supervised Credit Program

The Rural Banks Act of 1952 authorized the
Central Bank of the Philippines to provide su-
pervisory loan assistance to the rural banks.
This innovation resulted from past observations
by bankers that farmers who used the loan pro-
ceeds as intended generally derived the great-
est benefit from them. Some rural bank officials
repor: that repayment by farmers and other
borrowers has increased from less than 80 per
cent for unsupervised loans to well over 9¢ per
cent for supervised loans. Except in a few cases,
individnal roral banks are not yet in a position
ro employ trained credit supervisors. Recently,
the Central Bank arranged through umbrella
agreernents at the national level with selected
government agencies, including the Agricultu-
ral Productivity Commission and the Bureau of
Plant Industry, for the field employees of these
agencies to work closely with the banks in their
supervised credit program.

The supervised credit operations of the rural
hanks in the Philippines do not differ essen-
tially from those in other countries. The exten-
sion agents help the farmers prepare farm plang
and budgets. Thea they recommend to the
bank that loans be given to these farmers on
the hasis of such plans. Loans are made in kind
or by purchase orders insofar as possible. Dur-
ing the crop season, the technicians make fre-
quent visits to the farms to help farmers apply
the proper cultural recomraendations. The
banks arrange for local sappliers to furnish the
farmers with needed chemicals and other in-
puts. The dealers are reimbursed by the bank,

which in turn charges the costs of these supplies

1o the foan accounts of the farmers.

Besides providing agricultural loans to the
soiall farmer {operations not raore than 50 hec-
tares dedicated to agriculuaral  production,
12%.5 acres). rural banks also provide financial
assistance to the small businessman whose cap-
ttalization is pot more than 25,000 pesos (36,
403y, to rural industrialists whose cap-
itatization also does not exceed 25,000 pesos
{$6.400), and to cooperatives of small farmers
and merchants. Industrial or enterprise loans of
sirall denominations, for example, are granted
to fishermen and to manufacturers of articles
such as textiles, pottery, and leather goods.
These essential rural manufacturing operations
would ali be classitied as small-scale cottage in-
dustries. Leans are also made to rural business-
men for purchasing and stocking needed agri-
cultnral production inputs such as fertilizer and

pesticides. which will be resold to farmers. In
1966 the commercial loans totaled 36.6 million
pesos ($9.4 million) while the industrial loans
totaled 10.4 million pesos ($2.7 million}. The
number of loans granted for each were 28,318
and 7,887, respectively.

In addition to production loans, consumption
loans of small denominations may also be ob-
tained from rural banks by non-farm borrowers
to cover immediate family expenditures.

During 1966 a total of 355,531 loans were
granted for agricultural, commercial, indus-
uial and other uses, of which 61.2 per cent
were Jess than 500 pesos (8§128) per loan, 33.7
per cent ranged from 500-2,000 pesos ($128-
$512), per loan, and 5.1 per cent were morte
than: 2,000 pesos ($512) per loan. 77.2 per cent
of the loans were secured with real estate and
a minimal 6.3 per cent were unsecured.

Rural banks are aware of the importance of
mabilizing local savings and are making use of
this source. Some of the mducements used by
the banks to secure depositors are: distribution
of Kitty banks free or at a small cost to people
with small saving potentials; organizing college
clubs and awarding a one year’s scholarship to
the young person with the highest amount of
deposit in each club at the end of the cam-
paign; cashing government checks without serv-
ice charge; and giving school children a peso as
counterpart to the initinl peso deposited. By
1965 there were 32,000 savings and time deposit
accounts, which totaled about 78.7 million pesos
{($20.1 million). By the end of 1966 total de-
posit liabilities had exceeded 100 million pesos
{$25.6 million}. The interest rate paid on these
deposits 15 about 6 per cent per annum.

Rural Banking Goals

The Rural Bank program continues to expand
each year. The immediate goal is to establish
500 banks strategically located over the country.
The long-term objective is to have one or more
rurial banks in each of the more than 1200 mu-
nicipalities with a population of 10,000. It is
also planned to carry out the supervised credit
program on a nationwide scale. Through this
banking system farmers are learning that credit
Is an important tool for increasing agricultural
production and is not meant solely for urgent
consumption needs. Officials are continuing to
evaluate and study the system in order to im-
prove the legistation, rules, and regulations so
that the rural banking system will become more
flexihle in meeting changing economic condi-
tions. -

~J




“There is no greater challenge to
young people than this: to build a
world i which human hunger is
merely a nightmare memory. We
all know that there is ¢nough tech-
nology in the developed nations of
the world today, if properly dis-
tributed, to do away with henger
and want. The men and women
and children 1o the developing
world realize that they no longer
need to live like their ancestors, a
step away from starvation.

“The affluent nations simply
must be willing to share their vast
storehouse “of knowledge with the
rest of the world which needs it so
desperatelv. We must do this for
our own sake, and we must do it
for the sake of peace in the world.”
-Drv. H. Brooks James, AID As-
sistant  Administrator for War on
Hunger, August 1968

% ® *

“Perhaps the low estate of the for-
eign  aid concept says somecthing
about the American character., We
are willing to spend unlimited bil-
fions on useless militaristic adven-
tures in the name of restraining
“Commaunism.” But we vefuse o
finance the economic measures that
would cost very little and that would
eilininate many excuses for war, We
seemn ready to repress violence in the
siums bar will not supply the money
that would eliminate the causes of
domestic violence,

“This irresponsibility toward the
stam-dwellers of the United States
and the slum-dwellers of the world
is nf a piece . . . American society
must share its afffuence if it is to pro-
tect itself from domestic violence,
and it must share its afffuence with
the poor and developing nations if it
15 to secure the United States against
revolutionary world forces.”

St. Louis Post-Dispatch
Sept. 28, 1968

“Whatever the name of the next

president of these United States . . .
and whichever party he represents

he must deal and deal force-
tully with foreign aid.

“Foreign aid remains a very im-
portant part of America’s foreign
policy . . . her world-wide public re-
lations . . . and . atthough few
either realize it or want to admit
it . . . America’s economics as well.

“The bad boy image of foreign
aid has been terribly oversold . . .
via the ‘give-away libel. Foreign
aid is . . . and always has been sclf-
serving. It is in our own national in-
terest to buoy up the economies of
other nations for economic as well
as political reasons. We need not
only political friends in a world
where our number of friends seems
to be shrinking rapidly. But we also
need trade and access to as many
foreign markets as we can get. Fuar-
ther . . . whenever we can . . . we
need to help develop new foreign
markets.

“Foreign aid a give-away? . . . 92
cents out of every ULS. dollar that is
spent on such is spent . . . right here
in these United States! And that
stimulates our own economy!

“Careful statisticians have studied
surveys and reported that one third
of the world goes to bed hungry
every night. And a grumbling stom-
ach can start dreams of revolution.
Movre startiing . . . perhaps . . . is
the fact that 12 thousand people die
of starvation every day because
they simply have nothing to eat to
keep them alive. . . .

“And now et us all prepare to be
surprised and amazed when an-
other counwry filled with hungry,
ignarant people we failed to help
when they needed it turns to com-
munism or some other form of gov-
ernment that s anathema to us!”—
Alex Drier over ABC Neiwork,
dug. 12, 1958.

“How many times have we scen
the phrase 'Yankee Imperialism’ or
some such painted on the walls of
our city as a demonstration of hate
toward the United States! We won't
go into the political reasons for
such propaganda but we do wish to
call attention to it as we contem-
plate the generosity and altruistic
spirit of the government of the
United States and the American
residents in our country in these
moments of intense suffering and
grief for our homeland.

““The American people have re-
sponded  quickly and generously,
not only in material goods and eco-
nomic aid, but also with acts of
personal courage which the Costa
Rican people will never forget. A
group of men left their work and
their homes and marched toward
the scene of the tragedy to cooper-
ate with the vescue and refugee ef-
forts. even at the risk of their own
Hives

“So today those grimly lettered
signs on our city's walls are all the
more obvious and paintul, hecause
we know they do not represent the
sentiments  of the Costa Rican
people.

“We think we speak for our peo-
ple—for the men who have suffered
irreparable losses, for the homeless,
the bhereaved, for the children in
their innocent suffering—as we ex-
press our thanks to all our sister
countries who have responded to
our needs, and to the government
and the people of the United States
who with so much Christian liberal-
ity and compassion have given us
an examaple of their inner ‘imperi-
alissy’.”

La Republica
San jose, Costa Rica

August 2, 1968 -



Campus Planning

A book on campus planning in
the developing nations is being co-
authorized by A. P. Kanvinde, the
noted Indian architect, and Profes-
sor H. James Miller of Kansas State
University’s College of Architecture
and Design. The project is being
supported by AID through Kansas
State’s Gffice of International Agri-
cuftural Programs. The collabora-
tive effort is intended for use as an
authoritative guidebook for univer-
sity adminisirators in the less de-
veloped nations whose knowledge
of campuos planning is Hmited.

* * *
Floods Peril Rice Crop

The AID Mission in Pakistan has
reported  that the worst sumpmer
fioods in 20 years have ravaged East
Pakistan

Approxinately 3.8 muallion  per-
sons wili need assistance. principal-
Iy in the form of free grawn, due to
the emergency. Tmially, Australia
has proviised 25,000 tons of wheat
and Canada will provide abont 50.-
000 tons under its Golombo Plan
progrars which will be made partly
avatlable to the flood victims.

As of late Angust, the U5, was
awaiting a more complete picture
of the extenr and wmpact of the
flooding to determine  long-term
tunding requirements.

Food for Freedom Aids Congo

A large portion of the proceeds
from a new Food for Freedom sales
agreement with the Congo will be
used for ihe vepair and mainie-
nance of bridges, roads and rrans-
port facilities. Priority will go to
those directly related to the move-
ment of agricuitural produce.

Funds from sales of the U.S
wheat flour also will be used for
food production projects with em-
phasis on those programs aimed at
increasing rice production. The 52.-
440,006 credit agreement with the
Congo was signed August 12,

Indian

The Government’s  De-
partiment of Posts and Telegraphs
has 1ssued @ commemorative 20 pice
{about 214 cents} stamp to celebrate
the success of wheat in india’s agri-
cultural revoluation.

The attractive green and gold
stamp shows stalks of wheat against
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the libvary of the Indian Agricul-
tural Research Institute in New
Delhi with a bar-graph depicting
Indian wheat production in 1951
and 1968, The stamp was first is-
sued by Prime Minister Indira
Gandhi at a special ceremony in
New Delhi on July 17.

Ships for Power

Drought-stricken Chile has asked
for assistance from the United
States. Among the items requested
is a ship or barge capable of gen-
erating 50.000 kilowatts of electric-
ity to dock at Concepcion to tide
over the citys industrial power
needs, particularly for the state-
owned steel mill at Concepcion.
Chilean sources said the ship, which
wounld be leased by the Chilean
Govermmnent, would be needed un-
eit May, 1969, by which ume work
is expected to be completed on a
wnrned o nearby Lake Laja, which
wifl furnish both water and hvdro-
electric power to the area.

#* * *
AID Contracts for Research in Pro-
tein Food Marketing

Two U.S. firms will develop and
test market low-cost, high protein
tood and drink products in India
and Pakistan for the Agency for
Internationai Development.

AID has signed contracts with
the Commercial Research Founda-
tion. a subsidiary of Swift & Co,
and General Mills Corp. for the
project, whose primary objective is
to test such products for use as sup-
plements to basic diets.

The foods and heverages to be
developed must be from local food
sources. Preliminary testing of com-
mercial feasibility will also be un-
dertaken after the products are de-
veloped.
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The Commercial Research Foun-
dation will work in India with an
AID grant of $41,325, plus the
equivalent of $18,924 in U.S.-held
local currency. General Mills will
seek to develop a product in Pakis-
tan, with a grant of $26,000, plus
the equivalent of $30,000 in local
currency.

* #* *

Moran Flecied PRB Head

The Population Reference Bu-
rean has announced the election of
William E. Moran, Jr., former Dean
of the School of Foreign Service of
Georgetown  University, as Presi-
dent to succeed Robert €. Cook.

Mr. Moran, a ten-year veteran of
U.S. Foreign Assistance Programs
overseas, has acted as Vice Presi-
dent of the Bureau since 1965 and
is the author of The Handbook of
African Economic Developpment and
Population Growth: Threat to

Peace?

Conference on Drvland Farming

An International Conference on
Mechanized Dryland Farming will
be held under the auspices of the
Freedom-from-Hunger Campaign of
the Food and Agriculture Organi-
zation of the United Nations in
Aggust 1969, Preliminary  discus-
sions will take place in Moline, 1L,
and practical field demonstrations
will be given near Great Falls, Mon-
tana. The conference will be spon-
sored by Deere & Company, agri-
culture machinery firm.



Al o Help Hawaii Center in
Family Planning Studies

To help meet the critical need
for highly trained experts in the
fields of population problems and
family planning, the Agency for In-
ternational Development has con-
tracted with the East-West Center
in Hawaii to establish a Population
and Family Planning Studies Pro-
gran.

The contract provides $1 million
for the first vear’s costs and contem-
plates support for a five-year pro-
grara. Financial support for the pro-
gramy will also come from regular
East-West Center appropriations
aned from private foundations.

The program will concentrate on
training, education and research in
family planning and population dy-
namics in Asia. Most of the students,
researchers and staff will come from
Asia.

This program refiects the prior-
iy AID has given during the past
year to helping developing nations
establish family planning services
andd other programs to moderate
high population growth rates. Asia
has one of the highest population
arowth rates of any area in the
world.

The Unmiversity of Hawaii will ar-
range courses in public administra-
tion, demography, nursing, sociol-
ogy, economics, anthropology, ob-
stetrics and gynecology, with em-
phasis on their significance to pop-
ulation problems and family plan-
ning.

The East-West Center was au-
thorized by Act of Congress in May
of 1960 as a U.S. Government proj-
ect to work in cooperation with.the
University of Hawaii. Its purpose is
o promote better relations and un-
derstanding  between the United
States and nauvons of Asia and the
Pacific.

The Population  Program  has
the strong support of Governor
Jobn Burns of Hawait who is Chair-
man of the National Review Board
of the East-West Center and to
whom much credit belongs for the
Center's accomplishments.
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In Print

Recent Publications
of Interest

Estimaied World Fevtilizer Produc-
tion Capacity as Related to Future
Needs, June 1968. {Agency for In-
ternational  Development—Tennes-
see Valley Authority) Copies may
be obtained by writing: National
Fertilizer Development Center,
Muscle Shoals, Alabama 35660.

A report prepared for AID by
the Tennessee Valley Authority in-
dicating there will be a heavy reli-
ance in the less developed countries
on fertilizer imports at least until
1972. Fertilizer production in the
EDCs is only one half to two-thirds
consumption at present while per
capita use is increasing at about 15
percent arpually.

The reporc gives a regional
breakdown and analysis of future
ILDC production and fertilizer
needs. Heavier fertilizer use, the re-
port notes, places added importance
on pest control, water utilization.
distribution and marketing and the
food processing  industry.

* * *
Take Off Point, Agency for Inter-
national Developmment, 1968, Avail-
able on request from the Informa-
tion Staff, AID.

A brief, illustrated brochure
sketching the success stories of Tai-
wan and lran—two of the former
aid-recipients which have achieved
self-sustaining growth in their eco-
nonmic development.

* * #*
Food for Freedom: 1967 Annual Re-
port on Public Law 480. GPO,
Washington, D.C. 160pp.

This s the President’s report to
Congress covering Food for Free-
dom activities during Calendar
1967, first year under the rvevised
tegislation. Self-help efforts of se-
lected recipient countries are de-
scribed, in addition to detailed ac-
counts of sales, donations and barter
programs. The illustrated report
contains 80 pages of tabular materi-

“al. A limited number of copies are

available from the Reports and In-
formation Staff, Office of the War
on Hunger, AID.
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Food Aid and Economic Develop-
ment, by David R. Wightman. An
International Conciliation analysis
published by the Carnegie Endow-
ment for International Peace.
March 1968, No. 567, 72 pp. $.60
Copies available from Taplinger
Publishing Co., Inc, 29 East 10
Street, New York, N.Y. 10003,

An objective presentation of the
com plex relationships involving
food aid as a part of the total de-
velopmental  process. Recommend-
ed either as an initiation to the sub-
ject or as a means of providing some
new ideas for those acquainted with
current programs in food assistance.

The author, David R. Wightman,
bears the title of Reader in Interna-
tional Economic History at the Uni-
versity of Birmingham, England.
He bhas served as a consultant on
food aid problems to the United
Nations and to the World Food Pro-
gram. Mr. Wighoman is the author
of several works on international
economic co-operation and has col-
laborated in the preparation of
Gunnar Myrdal's Asian Drama: 4n
Diquiry into the Poverty of Nations.

After an examination of the cur-
rent food problem, the author ana-
tyzes the origins and operations of
the U.S. PL 480 programs as well
as other bilateral efforts, and de-
scribes the multilateral or interna-
tional approach of the more recent-
ly established World Food Pro-
gram. With regard to past efforts,
he remarks that, “the relative ne-
glect of agriculture is a criticism
that can be leveled at the aid oper-
ations of the donor countries as well
as the development policies of re-
cipient countries.” He then outlines
how this past neglect is now being
corrected 1n the development plan-
mng of the less developed coun-
tries.
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The world abounds with problems susceptible
of caoperative schution-—poverty, hunger, denial of
human rights, economic development. scientific
and technological backwardness. The world-wide
population explosion in pardicular, with 1ts at-
tendant grave problems, looms as a menace to all
mankind and will have our priority attention. In
all such areas we pledge to expand and sirengthen
international cooperation.

A more selective use of our economic strength
has become imperative. We believe foreign aid is
a necessary ingredient in the betterment of less
developed countries. Qur aid, however, must be
positioned realistically in our naucnal priorities.
Only those nations which urgently require Amer-
ica’s help and clearly evince a desire to help them-
selves will receive such assistance as can be di-
verted from our own pressing needs. In provid
ing aid, more emphasis will be given to technical
assistance. We will encourage mulilateral agen-
cies so that other nations will help share the buor-
den. The administration of all aid programs will
be revised and improved to prevent waste, inef-
ficiency and corruption. We will vigorously en-
courage maximum pariicipation by private enter-
prise

Ne longer will foreign aid activities range free
of our foreign policy. Nations hostile to this coun-
try will receive no assistance from the United
States. We will not provide aid of any kind to
counzries which aid and abet the war efforts of
North Vietnam. . .

Thies of history and geography link us closely
to Latin America. Closer economic and cultural
cooperation of the United States and the Latin
American countries is imperauve in a broad at-
tack on the chronic problems of poverty, inade-
quate economic growth and consequent poor edu-
cation throughout the hemisphere. We will en-
courage in Latin America the progress of cco-
nomic integration to improve opportunity for in-
dustrialization and economic diversification. . .

In cooperaton with other nations, we wiil en-
courage the less developed nations of Asia and
Africa peacefully to improve their standards of
living, working with stronger regional organiza-
tions where indicated and desived.
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DEMOCRATIC

The American people share the aspirations for
a better life in the developing world. But we are
committed to peaceful change. We believe basic
political rights in most states can be more ef-
fectively achieved and maintained by peaceful ac-
tion than by violence.

Since World War 11, America’s anprecedented
programs of foreign economic assistance for re-
construction and development have made a pro-
found contribution to peace, security, and a bet-
ter life for millions of people everywhere. Many
nations and economies all over the world which
have been dependent upon American aid are now
viable and stable as a vesult of this aid.

We support a strengthened U.S. and UN devel-
opment aid program that is responsive to changing
circumstances and is based on the recognition, as
President Johnson put it, that “self-help is the
lifeblood of economic development.” . ..

Like the burden of keeping the peace, the re-
sponsibility for assisting the developing world
unist be shared by Japan and the Western Furo-
pean states, once the recipients of aid and now
dounor states.

Development aid should be coordinated among
both donors and recipients. The World Bank
Group, the International Development Associa-
tior, the United Nations and the UN development
program, and Asian, African, and Latin American
agencies for invesunent and development should
be ftuily utilized. We should encourage regional
cooperation by the recipients for the most efficient
use of resources and markets. . .

We helieve priovity attention should be given
to agricultural production and population conuol.
Technical assistance which emphasizes manpower
training 1s also of paramount importance. We sup-
port the Peace Corps, which bhas sent thousands
of ambassadors of good will to three continents.

Culwral and historic ties and a common quest
for treedom and justice have made Latin America
an area of special concern and interest to the
Einited States. We support a vigorous Alliance For
Progress . . . and urge further efforts in the areas
of tax reform, land reform, educational reform,

and economic development to fullill the promise
of Punta Del Este. -
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