


ks Agency for futernationa! Devetopment administers
most of the reign sconomio assigtance programs of
the U.5. governuent. AID Administraior M. Petor MoPherson
also sorves asz the principnl adviser to e Presdent aud
the Secretary of Sfate on internation si dovelopment. Al
does not administer Toreign mdgmrv aid,

AID has 5,594 employees, including 2.374 in Washington

headquarters and 3,220 oversess. in 71 counicies o
Africa, Asia, Latin Americs and the Caribbean, and the

Naoar Egst.

The purpese of the Agency is o hely people n the Thin
World acguire the knowiedge and rescurces to build the
soanomwin, political and social institulicos ascessary for a
hetter e, ALl has programs only in those countrics ihat
tave requesied thew. The Reﬂpan somanistration rogords
eoomumic aid as o tool of U5 {orelgn policy, essaptial to
the econsmic, palitios! and security interests of the United
States.

AID programs arve authovized by Uomerses under the
Foreign Assistance Act Fuuds for inans and grants io
carry out thess programs srs appropoietad awseally by
Congress. AID was coeated in 18961, Mot of its U.5. offices
are in the State Department buidding in Washington, DC.

Fareign economic assistanoe provided by AID fils mto fwg
main caiegories;

* Nevelp msntAJ:,iuurwe inn the foren of toass and graats,
aims at improving the quality of }ife of the poorest peepliz in
tess developed countrias, through programs in agriculiurs,

ural da ve}ﬁpmc-m nutrition; family pianning: hecith: adn-
catinn and buman resoRTess; ENIFEY; and science and toch-
notogy. Maost of the goods and services used are puratasgad
in ths United States.

» Eeonomic Suppert Fund provides leans aod grands in
se'e:cmi coustries of special politiosl snd seourity ntarest

s the United Siates. Bgvpt awd Israsl are the fund's wealoer
recipients, The fond alse is used o pmwdu U.S. aceess ta
inportast wilitary and eommunications facilitiss, Recipi-
enis purchase goods and serviges Yrom U8, lnstiiutions

AllD's fiscal 1882 budgei---$1.8 bitlion for development
aid and $2.8 billion for the Economic Support Fund
reflocts the Admigisiraticn's concern with strikif-g a
batance between the need o Hmit the growih of faderal
spending and the need 1o provide an sdequate level of sooe
unomic assistance to achisve finportant U.5. lureign policy
obieniives, The 4.4 billiem total repressnts 0.87% of the
federal budget for fiscal 1982, The Adminisivation hys pro-
noosed an additions! $350 million is e Soenomic Suppont
Furd {or economic aid 1o couiries in the Caribheay Busin,

In addition, AID works closely with the Dopactment of
Agriculture in administering the Food for Peace [Public
Law 280} progrem. Since 1884, this program has combatted
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as they goed.

The Untted Blates leads an internativnal sifort 1o allevic
ate and ovarcoue these probloms threugh programs such as:

» i’ﬂwgm SEt0y deveiupmtmi: AN helipvas that the surast
way to alleviste poverty is through the fastering of pr"iats:
onterprize. which alone can provide the needed iobs, Tha
Agency I8 ooting both to hiterest (.S, companies in invest-
mentg it developing coundries aod (6 stismbate the growth
of privale sectors in those countries.

¢ Bolicy changes: The governrments
crunities ave policies that actually

growih, An sxemple is food prices Oc!
that farmers have litHe
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e Tagtimtioe butidieg: Schools, colleges, traming nrRavizae-
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countees. Helping build such instiintions is AIDs
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¢ Vechuslegy trangfer: While amorgenciss may dictate o
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Hor furthes faformeation, write the Public Inguiries Sioff.
"j.-l(, P H E"i: : Affairs, Agency for & {ﬁternm:c'nuf Develoy

ment, t‘-,"_zs»mngmn, B 20523, or codl {202} 832-1850.
Repurtsis und other wedis representatives may ohiain

furines m;o:’muﬂﬂn frove the News ond Medic Relations

Divigton, (fice of Prblic Affoirs, Agency for Internationai

Development, Waoshington, 30 20523, phone (202 6324274,




CONTENTS
May 1982 Vol. 5 No. 4

Caribbean Basin Initiative 2
President Ronald Reagan
Administrator M. Peter McPherson

AID: Balancing Critical Needs 6
M. Peter McPherson

AFRICA: Development Now More Difficult. More Urgent 16
Frank S. Ruddy

ASIA: Continuing Growth and Stabilization 22
Eugene S. Staples

NEAR EAST: Peace and Security 25
W. Antoinette Ford

Latin America: The Economic and Political Challenge 32
by Otto J. Reich

This is the last issue of Agenda. AI's Office of Public Alfairs thanks its
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light of a recent readership survey and the Administration’s determination to
use your tax dollars more efficiently. Our evaluation has indicated that we
need more insight into the types of readers on our mailing lists to assare that
what we publigh is useful to you. You may already have received a com-
munication from us. We urge you to fill out the brief questionnaire and return
it tous.

This issue of Agenda outlines AID's program for fiscal 1983, as presented to
Congress by the Agency's top officials. The articles are sxcerpts from Comngres-
sional testimony, and offer the reader an overview of the state of international
development.

Agenda is published 10 times a year by the M. Peter McPhoerson, Administrator

Agency for International Development, a Richard R. Millar, Director

part of the International Development Coop- Office of Public Affairs

eration Agency. Agenda is free upon request

to the U.S. public. Readers are invitad to Publications Division,

submit eriginal manuscripts {including Office of Public Affairs

speeches) and photographs cn any aspect of Agency for International Development
international development. Such material Washington, DC 20523

cannot be returned unless accompanied by a {202} 632-4330

stamped, sell-addressed envelope of suffi-

cient size and strength. Contents of this pub-  Edward R. Capian. Division Chief
lication may be reprinted or excerpted un- Lee Mullane. Editor

less copy-righted or non-AID source is noted.

Credit to Agenda is requested.

The opinions and conclusions expressed in

Agenda are those of the authors, and do not

necessarily reflect official AID or U.S. policy.



In early March President Reagan submitted to Congress
a boid new plan. It was called the Caribbean Basin Initia-
tive. Emphasizing economic health as ane oi tlw keys to the

lined his intentions to s y troubled
nations in Central America and the Gﬁﬁb‘bﬁa through a
package that incorporates trade, aid and fnymsiments.

The plan represents a significant commitment to a multi-
lateral conceived effort desigred to brhg stairility toa
region beset by economic difficulties.

While the backbone of the U.S. pmpgm;__ia an unprece-
dented offer of one-way free trade with the region, ece-
nomic assistance will play an importast raole.

Trade, cud and
of the U.S. pr""

A message from
President Ronald Ri'eagctn

The economic, political and security chalienges in the
Caribbean Basin are formidable. Gur neighbors need
time to develop representative and responsive institutions,
which are the guaranters of democracy and justice that free-
dom’s foes seek to stamp out. They need to defend themselves
against attempts by externally supported ninorities to impose
an alien, hostile and unworkable system upon them, The
alternative is further expansion of political vialénce from the
extreme left and the extreme right, resulting in the imposition
of dictatorships and—inevitably more aeamc decline, and
more human suffering and dislocation. . -

The [economic) crisis facing most of ﬂwﬁﬁn countries is
real and acute. Deteriorating trade opportunities, worldwide
recession, mounting debt burdens, growing unemployment
and deep-seated structural problaps arae h iig & catastrophe
ic impact throughout the region. This sconemic disaster is
consuming our neighbors’ monay reserves ar
thousands of people to emigrate, and shaking even the most
established democracies.

This is not a crisis which we-¢an afford fo-ignore. The peo-.

ple of the Caribbean Basin are our neighbors, Their well-
being and security are in our own vital interest, Simple prox-
imity gives to events occurring in the Ceribbean Basin {he
power to touch our lives in profound and dfamatic ways. The

credit, forcing

migrants in-our midst are a vivid reminder of the closeness of
this problem to all of us.

Thg; rogram'] am presenting .. . . is designed 1o improve the
lives 0 ‘the peoples of the Caribbean Basin by enabling them
to earn-their own way. It will help revitalize the economies of
this s&rateﬁcaﬂy critical region by attacking the underlying
causés of econdmic stagnation. Most significantly, it helps ex-

: pamdmw apportunities for the people of the Caribbean

Bau:gsw 1o make possible the achievement of a lasting .
politios-and social tranquility based on freedom and justice.

T want 40 smphasize that this program is not an end in
ltSBlf Wbat we Seek in the final analysis is to help the people’

‘Bewin biild for thémselves a better life, not just

¢ But-acress the full spectrum of human needs
‘History, and particularly the history of this
g-ghown that a pluralistic society with strong
- ie institutions is our best hope in moving

at ultitnate goal.
frée trade unions, business, professional and
cxthar volaatatg assogiations, and an independent press are
key- emmg sm’éz"mstltutmns In administering this economic
to give this institutional aspect particular
gncourage progress in the beneficiary coun-
gonable work-place conditions and opportuni-
16 ‘mssociate freely and bargain co]lectwely
ites has been developing this program in
i'with the countries of the region and with
Dﬂm‘rm tuiintries. Last July, we joined with Canada,
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Mexico and Venezuela to lsunch a multilateral action pro- * Working closely with the governments and private sec-

gram for the region. It was agreed that each country would

develop its own program but within.a mulilateral con-  sure the must affective use of U.S. and private sector

. sultative framework. Mamuandivm_m operating an  Tesources in sach toaitry, These stratagies will coordinate

. ofF _ ] and focus developmant afforts of local business, U.S. firms,

privaia voluntary ammaﬁm the U.3. Government, and
1he 1.5, |

b

d * I Be Garibbean Basin, we seek above all o support those
i ' ' ' values and principles: that shape the proud heritage of this
. mu&w&ﬁmﬂmm mtionandthishamhphnawnhdmhdpof&ism
where its lending criteria allow, for short-term credit from wa shall see these values not just survive but triumph in a
U.s. banks.aswellaslocalmmarmaibanks o Basin Caribbean Basin which is a community of peace, fresdom and
private sectors for critical imports. ; prosperity. ]
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ment, and aid MSW tbﬁign:m

nomic pehcm that stnm;hte g;ji’m
ment in directly productive activitie
will continue to play & n&mm

investment messures and in inif
of the CBI. We will also-assist Céyi
making the most of oppottimities my
and investment componients, '

aid, we will assist countries in the Ba
short- and Jong-term financial rohle
revitalization of their prwate Sec&an' 4
tion of a more positive:set of gove

These actions will lay thg
broadly based econoniic growth’
principal development. Mems

few years through sound. stabﬂmﬁm and
grams. This requires large and immediate i
exchange for balance-of-payments supipe
this need that an additional $350 millios
Fund {ESF) assistance requested for
the $140 million currently programmed :
new resources will substantially increuse total L 5 8ld to the
Caribbean Basin; however, our resources alone cannot bring
about the degree of recovery needed to contribute to a relaxa-
tion of the social and political tensions now threatening U.S.
interests in the Caribbean Basin, Our W are pmt ef a
larger package of assistance which in :
available by other donores, including Canada. Maxlco i
Venezuela, and Colombia, plus the multilateral institutions
such ag the International Monetary Fund, World Bank, Inter-
American Development Bank, and other assigtance agencies.

U.S. participation in this stabilization and recovery effort is
especially important for strengthening domestic as well as
foreign private-sector confidence. This-ds crucial if the-coun-
tries of the: Caribbean Basin are to obtsin other external
resources in the formof commercial B nding, suppliers’
credits-and direct foreign investment. An-iproved clithate of
confidence will also slow and uiti&ataiy mvérse ths fhght of
domestic capital abroad.

AID plays and will continue to pl&y #n myartant role in
assisting Caribbean Basin countries to design programs that
permit efficient use of foreign exchange and to utilize local-
currency generations in saccordance with development and
econiamic needs. ESF assistance wﬁl“ba -primarily to en-
courage the allocation of resources toward privatesector im-
ports of rgw materials and mtsm@iam smds, thus facilitat-
ing domestic production end employmest without a further
‘deterioration in the belanee of paymierits. Atthe same time,
we will’ baﬂascassmg%@hcy makmm the Caribbean
Basin countries themselves and with other donors, including
the Intérnational Momtary Fund aud the World Bank, possi-

‘ble mfammsasures to ensure that- ESF and other external

'~ tration believes is necessary to achieve sustained Bconomic

AT i8: ugihzed effectively so as to have the greatest
mect on increased production and-employmant

‘Wisile additional ESF resources will permit AID to focus in-
crmmmtim on stabilization and recovery over the short
torm, pased levels of Development Assistance will enable

s 1 o working toward our principal long-range objec-
gan Basin—the establishment of self-sustain-
$ased growth within a democratic framework.
¥ Assistance program for the Caribbégn
4982 will total $211 million, dm&red with
i the previous year: Cur 1983 requést is for
se resources will support new and oagoing
agriculture, rural development, autrition, popula-

‘aomlth, education, human regource develop-
ctivities. Particular emphasis will be given
#remsfor, institutional development and training.
wd ather reforms, as well as additional resources
' ent projects assisted by AID and other
be supported by PL 480 assistance. Programmed
 for the Caribbean Basin countries total
niffion int fiscal 1982, and $121 million is requested for

The resources will provide additional balance-of-
: £t for the Caribbean Basin countries, while
eney generations will help finance development
“the same time, key foodstuffs will help countries
me- food deficits without creating disineentives to local

mmm foreign investment components of the CBI

, ded to have a long-range impact. Even in the short

run, howsver, they will assist by eliminating duties on sugar

lmwfke $pacified ceilings. The identification of new ex-
- ortiitioe in the U.S. market and construction of the

plants and supporting infrastructure needed to supply

ﬂﬁs mﬁet gy take two or more years, This is illustrated

by t@ cass of Jamaica where the government is stron ly L

committsd to the type of development stiate ‘A

growth,

Thet# are many opportumtles available for AID to
faeim new domestic and foreign investment oriented to
both ‘exterital and local markets. In the less developad coun-
mes% English-speaking Caribbean, for example, our
new fiscal 1983 projects include a sector structural
program to support the identification and imple-
of meeded policy changes in the productive sectors

of thamy :Other projects include the second stage of an

agriéultaral resenrch project to improve smallfarmer produc-
tivity, e: vocational skills development. program to provide the:
hunian:resources needed by a growing industrial sector, and -
ipping and marketing project wﬂh private
samient to providé markets for increased agricul-
turai pw&u{:'efaﬁ in the Eastern Catibbeah, to name a few.
Increasingly, we are emphasizing administrative and man-
agerigl trainifig to improve the elficiency of both the public
and private sectors. In fiscal 1983 we will initiate training
projects in Jamaica and the Dominican Republic, and the ex-
panded Latin Amierica and the Caribbean regional training
initiative ‘will be continued. In Haiti, & new project will assist

_ the government in implementing policy and sdministrative

refwm. AlD also will continue to support training for other

: 5 of thie'labor force. In addition, a work force
mject will be implemented in; fiscal 1983 in
asic skills trammg programsm’lsmaica will
sae] support.

g, we will be looking for mﬂl‘ﬁ apportunities to

' sﬁm@ﬂ crop- diversification and agnbusiuasﬁ ‘enterprises.
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NEEDS

The U.S. will
continue to
play alead
role in
development.

by AID Administrator
M. Peter McPherson

BALANCING
CRITICAL

MAY 1982

Much progress has been made in
the developing world in the past

three decades. The United States has
played a leading role in that develop-
ment. In his statements during the past
vear at Ottawa aad Cancun. as well as in
his speech last fall before the World
Affairs Council in Philadelphia. Pres-
ident Reagan made clear his intention
that U.S. leadership in this vital area will
continue.

Our concern with assisting the devel-
opment of countr es of the Third World is
based on a growing convergence of in-
terests between them and the United
States. There is. first. a commonality of
security interests between ourselves and
many developing countries. They are im-
portant for our rational security, as we
are important for theirs.

Major aid recipients are located in
areas of strategic importance—in the
Middle East, Ciribbean and Central
America. in the Pacific Basin, the Horn of
Africa and Southwest Asia. Other AID
recipients are important suppliers of
energy and other raw materials essential
to our economy. 11 addition. the local and
regional defense efforts of developing
countries contribute to international
peace and security. and thus enhance
our flexibility an1 capability to respond
to problems on a worldwide basis.

Second, U.S. pclitical interests and our
continuing role of leadership in & market-
oriented inlernational economy can be
substantially butiressed or hampered by
the cooperation or hostility of developing
countries. There are a variety of world-
wide issues. {rom protecling the environ-
ment to controlling the illicit drug trade.
maintaining a functioning international
monetary system, preventing nuclear
proliferation. and others on which the
cooperation of ceveloping countries is
vital to an outcome consonant with our
national interest.

Third. interdep2ndence continues to be
the overriding rzality of international
gconomic relations. When we and other
donors provide sibstantial development
assistance to stimulate agricultural pro-
ductivity in devzloping couniries. the
pressures on our vwn supplies and prices
are lessened. When our aid encourages
policy reform. conservation and develop-
ment of alternalive energy seurces in the
developing countries. energy-related
problems of our own economy are eased.
When our assistance succeeds in helping
siow down excessive population growth.
it reduces futurs pressure on scarce
economic resources, and it becomes less
likely that a recipient country will re-
quire our assistarnce al some future time.
When the United Stales and multilateral
institutions help countries through dif-



ficult balance of payments crises, we
preserve our trading partnerships and
private-sector financial relationships.
When development assistance is used to
promote sound policies and stimulate
economic growth in poor countries, we
hasten the day when these countries can
participate fully in the international
economy and become strong and growing
markets for U.S. goods and services.

Our reciprocal economic involvement
with developing countries has become
very substantial. Developing countries
currently buy over cone-third of our ex-
ports, and as much in value of our manu-
factured goods as do Japan, Western
Europe, and the Communist countries
combined. U.S. direct investment in
developing countries (excluding OPEC
countries) has increased three-fold in the
past decade, and 1.5. banks have an esti-
mated $48 billion in loans outstanding to
developing countries.

Fourth, the humanitarian character of
our assistance programs, a thrust that
makes this a unique government agency,
is evident throughout our fiscal 1983 re-
quest. Our focus continues to be on the
basic needs of people in developing coun-
tries. We will continue to use funds in our
economic assistance programs adminis-
tered by AID, to the maximum extent
possible, to address the major problems
confronting the recipient countries—
interrelated problems of food scarcity,
excessive population growth, inadequate
infrastructure, depletion of natural
resources and dwindling energy supplies.
The Development Assistance & Economic
Support Fund, together with the PL 480
program and refugee assistance pro-
gram, play an important role in assisting
the poor majority.

Economic assistance has a vital role as
a catalyst and facilitator of capital flows
and in helping to establish the pre-
conditions for greater private flow in the
very low-income countries. It follows that
our economic assistance should be pro-
vided in ways which mobilize the vastly
greater resources of the American pri-
vate sector in support of indigenous
development and to stimulate growth of
host-country private sectors and free
market orientation.

Our objective in development assis-
tance is to pursue a balance between the
needs of the present and the future. Cur-
rent urgent needs must be dealt with, and
we shall continue through PL 480 and
disaster assistance programs to help
those individuals to address these needs.
But development is first and foremost
long-term, and, in the long-term, foreign
trade and private financial flows will
represent the major source of economic
growth for most developing countries.

3 L%
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The U.S. assistance program will strive to remove roadblocks to innovation and productivity

However, we can assist and support the
developing countries in establishing
sound economic policies which will af-
fect their economic performance and use
our assistance to help them hslp them-
selves in preparing for the future.
Long-term development depends, to a
large degree, on the nature of the policies
followed by the developing countries
themselves. By concentraling develop-
ment assistance in those countries will-
ing to pursue more open economies, and
by seeking policy change in others, we in-
tend to encourage adoption and imple-
mentation of policies conducive to in-
digenous private enterprise. We will thus
be supporting of the economic growth
and social development which are neces-
sary to demonstrate that the free market

KX RS

is an efficient, effective vehicle offering
the best hope of meeting the basic needs
of the poor majority.

Our agency-wide private-sector thrust
also mobilizes U.S. private institutions—
academic and agricultural, business and
volunteer services—in support of our
assistance strategy. We seek mecha-
nisms to share with developing countries
the science, technology, and management
techniques of the U.S. private sector.
Perhaps most important, our bilateral
development assistance program will be
increasingly a program of institutional
development, a program essential to re-
moving the roadblocks to technological
innovation and productivity improve-
ments.

Finally, we will work with the private

AGENDA



Despite progress, providing adequate food for all remains a problem.

sectors in the U.S. and the developing
countries to devise measures that could
lead to greater direct private investment
and private sector participation in the
development process. Included will be
developmentally oriented private sector
projects, and advisory assistance to en-
courage open host country investment
policies, investment institutions and in-
formation.

Degpite the progress | noted earlier,
the problems of the Third World remain
substantial. Notwithstanding success in
increasing food production by introduc-
ing improved technologies and removing
disincentives {rom the food production
system, the ability to provide adequate
food for all citizens remains a major con-
cern for many of the developing coun-

tries. Deforestation and attendant soil
erosion have not only reduced fuel sup-
plies, but have also reduced the amount of
land suitable for farming. Excessive
population growth continues to inhibit
our progress in solving all development
problems. Lack of adequate health facili-
ties and educational services not only
mean a greater incidence of disease and
illiteracy. but also further stifle develop-
ing nations’ productive capacities.

The magnitude of development prob-
lems is such that we cannot rely solely, or
even primarily, upon official economic
assistance to solve them. We must adopt
a coordinated approach embodying sev-
eral mechanisms—greater private sector
involvement, more emphasis upon tech-
nical assistance and institutional

development, aml more careful targeting
of our resources to those countries which
have policies consonant with sound and
broadly based sionomic development.

Fiscal 1983 Budget Request
The budget request for FY 1983 reflects
the Administratim’s continned concern
with striking a bulance between the need
to limit the growth of Federal spending
and the need to provide adequate
resources and incentives to meet our im-
portant foreign olicy and development
objectives.

Let me turn first to the budget request
for AID. The development assistance
budget request represents. in total, a
small increase over the fiscal 1982
enacted appropriation. It reflects in-




creased attention to the initiatives we
began last vyear, particularly that of
stimulating greater involvement of the
private sector in our development efforts.

The budget for the next fiscal year
reflects particular attention to effective
targeting of limited foreign assistance
resources, Country and regional activities
have been reviewed carefully to ensure
that proposed programs serve U.S. foreign
policy and development objectives. The
planned program in functional areas is
concentrated in those activities where the
United States has particular expertise:
food production, education and training,
energy, population and health.

For the fiscal 1983 bilateral econcmic
assistance program AID requesis an ap-
propriation of $4.7 hillion including $1.8
billion for Development Assistance and
$2.9 billion for the Economic Support
Fund. Development Assistance includes
funding for functional Development
Assistance programs, the Sahel Develop-
ment Program, American Schools and
Hospitals Abroad, International Disaster
Assistance, Operating Expenses, and the
Foreign Service Retirement Fund.

Approximately $1.3 billion of the
amount requested for Development Assis-
tance is for the five authorized functional
accounts. Of the amount allocated directly
to country programs, 86% would go to
“low income" countries—those with a
yearly per capita income below $730.

For the Agriculture, Rural Development
and Nutrition program, we are requesting
an appropriation of $700 million. This ac-

There is still a critical need for primary
education.

count remains the largest portion of the
request for Functional Development Assis-
tance, in response to the problem of inade-
quate food supply in the developing world.
As Il indicated, despite impressive gains in
food production in some developing coun-
tries, many remain unable to meet their
minimum nutritional needs.

The AID rural development program
has three principal objectives: to help in-
crease and sustain the productivity and
income of small farmers; to assist in the

Manpower development and training has become u top priority.
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creation of employment opportunities for
the rural poor; and to help improve access
to, and utilization of, food.

To achieve these objectives, AID’s pro-
gram stresses the removal of economic
policies inhibiting broadly based growth,
the development of private and public sec-
tor capacity to foster increased agricul-
tural production and employment expan-
sion; the development and use of improved
agricultural technologies; and the im-
provement of human resources, rural in-
frastructure and the natural resource
base.

More than 40% of the request would
go to Asia, the region with the largest
share of the world's most seriously
malnourished, where government policy
reforms in countries such as Bangladesh
and Indonesia are helping to increase
host-country food production. Another
21% would go to Africa, where policy
reforms are alse underway in some coun-
tries, to help reverse the long-term trend
of declining per capita food production.

Funds from this account also would be
used to help developing countries ad-
dress the problem of accelerating defor-
ostation, which is threatening many
areas in Africa, the Caribbean Basin,
and Asia, resulting in critical shortages
of fuelwood and causing extensive envi-
ronmental degradation.

As in the past, a substantial portion of
the funds requested would finance ac-
tivities specified under Title Xl of the
Foreign Assistance Act, much of which is
channeled through U.S. land-grant univer-
sities and other institutions eligible under
that Title.

For Population, we request a fiscal
1983 appropriation of $201 million. Ex-
cessive population growth in the develop-
ing countries is one of the primary
ohstacles to the expansion of per capita
food production, reduction of malnutrition
and chronic disease, and conservation of
dwindling non-renewable resources. De-
spite recent encouraging reductions in
birth rates in several developing coun-
tries, population in many others con-
tinues to grow at unprecedented rates.

The slight reduction in fiscal 1983
population budget below fiscal 1982 does
not indicate a reduced priority for popu-
lation planning. Rather, the slight drop is
principally the result of a one-time in-
crease in the program in fiscal 1982 to
make up for short-falls in the fiscal 1981
programs in Asia,

About 40% of the funds are for coun-
try programs, with the largest portion go-
ing to Asia, where several major national
family planning programs are well under-
way. The balance of the request is for
AID's centrally funded programs to sup-
port family-planning activities through-
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out the world, information and commodi-
ties, plus related policy initiatives and
applied research.

AlID's programs emphasize the provi-
sion of voluntary family planning ser-
vices for the rural poor through para-
medical workers and the private sector. I
wish to stress that the program does not
fund or in any way encourage abortions,
or related research. In response to Sec-
tion 104(d) of the Foreign Assistance Act,
our population activities stress the im-
portance of the links between family
planning and the impact of programs in
agriculture, rural development, health
and education.

We are requesting an appropriation of
$114.1 million for Health activities in
fiscal 1983. Approximately 37% of health
funds will go to Africa, reflecting the
enormous need for basic health services
in that region. Much of our assistance to
Africa will support rural water and sani-
tation programs and immunization cam-
paigns to combat the diseases of early
childhood, as well as tropical diseases
such as malaria and schistosomiasis,
which are major causes of death and
disability in the region. Primary health
care programs are well underway in
Asia and Latin America. In these regions,
our focus is on expanding access to basic
health services. In fiscal 1983, we will be
giving increased attention to programs in
health planning and management, opera-
tions research, and in the transfer of
proven health technologies.

Our request for Education and Human
Resources Development totals $116.4
million. The education situation in
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Successful economic development will depend on mobilizing the private sector—both U.S. and LDC.

developing countries remains critical
despite sizable increases in their bud-
getary allocations o education and
significant gains in school enrollments
over the past several decades. Most
countries stil have severe shortages of
trained manpower available to adminis-
ter development and other programs
effectively. One out of every four school-
age children in LDCs does not even enter
primary school, and only half of those
who enter will stay in school long enough
to acquire basic skills. More than one-
third of the 2.1 billion adults in the
developing world are illiterate.

While the need for resources to assist
the developing countries with their edu-
cational requiremenis far exceeds the
availability of funds. our program pro-
vides assistance in selected areas where
the United States has recognized exper-
tise. The fiscal 19683 program reflects the
Administration's concern with increas-
ing attention to manpower development
and training, and the management capac-
ities of educational institutions. The
largest portion of our planned program is
for training of administrators. managers,
and scientific personnel to help recipient
countries become able to carry out their
own development efforts. The program
also provides continued assistance with
the improvement and expansion of basic
primary education for children and with
vocational and technical training, sup-
port for labor organizations. and related
education activities.

More than one-third of the request
would be allocated to Latin America, for
manpower development activities and

contlinued efforts to help reduce that
region’s high primary school dropout
rates. About onefourth would go to
Africa where the acute shortage of
trained administrators remains a major
obstacle to development.

For the Energy. Private Voluntary
Organizations, and Selected Develop-
ment Activities sccounl. we are request-
ing authorization and appropriation of
$166.8 million fcr fiscal 1983, including
$10 million for activities in the Science
and Technology program also authorized
under this account.

The increase in the Section 106 ac-
count reflects our intentien to fund
several very high-pricrity activities
aimed at a numker of development prob-
lems. including growing demand for
energy, environment and natural
resources problems such as loss of agri-
cultural land and water pollution, grow-
ing unemployment and problems asso-
ciated with rapid urban growth.

As ! already have pointed outl. the
planned activities place high priority on
mohilizing greater involvement of the
private sector—both U.S. and LDC—in
development. including greater reliance
on private and voluntary organizations.
Approximately cne-third of the request
would be used for private enterprise ac-
tivities, half of which would go to Latin
America for such activities as promotion
of cooperative banking., small business
development and technology transfer.
More than $20 million would go to the
new Private En‘erprise Bureau for in-
vestmen! packaging. technical assis
tance, and related activities.
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The request also includes substantial
funding for energy-related initiatives
(such as energy management and research
on alternative energy sources) and for
support of U.5. private and voluntary
organizations.

For programs of scientific and tech-
nological cooperation, we are requesting
$10 million for fiscal 1983 within the
amount proposed for Section 106, under
which such activities are authorized for
fiscal 1983. The request includes funding
for small competitive grants to stimulate
innovative research approaches to devel-
opment problems, and to build indigenous
science and technology capacity in the
developing countries.

For the Sahel Development Program.
we are requesting a fiscal 1983 appropri-
ation of $93.8 million to fund the sixth
year of U.S. support of a multilateral ef-
fort to help drought-ravaged West African
countries achieve greater regional self-
sufficiency in food production and gen-
eral self-sustaining development. In
response to past problems, AID is taking
a number of steps to improve financial
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This shelter, developed under a joint CARE/AID project, will withstand the recurring storins and floods that plague Bangladesh.

management of the program, including
measures to assure better control of
funds at the project level and to
strengthen host-country financial and
program management,

For American Schools and Hospitals
Abroad, we are requesting $7.5 million
for fiscal 1983 to continue support of
overseas U.S. schools, hospitals and
libraries which serve as demonstration
centers for American ideas and prac-
tices in education and medicine. We plan
o continue to give emphasis to geographic
dispersion of the program, with special
priority to institutions in less developed
countries,

We are requesting $25 million for
fiscal 1983 to provide emergency assis-
tance to countries struck by natural
disasters such as floods, hurricanes and
earthquakes, and by war, civil distur-
hances and other natural or manmade
catastrophes. The program also supports
assistance in disaster prediction and pre-
paredness.

The fiscal 1983 request for the Eco-
nomic Support Fund is $2.9 billion for

economic assistance in support of critical
U.S. foreign policy interests in areas of
strategic concern to the United States.
More than one-half of the request, a total
of $1.6 billion, is for the Middle East,
principally for Egypt and Israel, to sup-
port continued U.S. efforts to bring peace
to the region.

The ESF request also includes a total
of $326 million for strategically impor-
tant countries in Central America and
the Caribbean Basin, including $105
million to continue support for the
government in El Salvador,

Also, $350 million will go to Turkey,
as part of a multi-donor effort to help
that country deal with its balance-of-
payments problems. A total of $325
million is allocated to countries and
regional programs in Africa; and $234
million is provided to Asian countries,
of which $175 million is for Pakistan.

In addition, the request includes $75
million for a high-priority ESF Special Re-
quirements Fund, to permit quick U.S.
response to unforeseen needs for eco-
nomic assistance in strategic areas. $50

AGENDA



million of this amount is earmarked for
the Caribbean Basin and is included in
the $326 million.

I would like to turn now to the request
for other programs in which IDCA is in-
volved.

PL 480

Food aid remains a principal element of
our foreign economic assistance pro-
gram. We use food to address the prob-
lems of agricultural development in LDCs
{production and policy reform} and health
and malnutrition, thereby increasing pro-
ductivity to help break the vicious cycle
of low production and extreme poverty.
In the past year, we have increased our
efforis to integrate PL 480 programs
more fully with our overall country strat-
egies and programs. We hope through
our efforts not only to provide food to
those who are in need, but aiso to teach
them to help themselves to meet future
food requirements.

The fiscal 1983 PL 480 request totals
$1.5 billion for all titles. The slight in-
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The Trade end Development Program fosters growth in middle income nations.

crease in the PL 480 dollar level from
fiscal 1982 to fiscal 1983 must be viewed
in context. The total fiscal 1983 PL 480
program level increased by $28 million or
2% over fiscal 1982 levels, although
when discounted for inflation, it will pro-
vide for the shipment of approximately
175,000 less tons of food than that shipped
in fiscal 1982 due in part to projected
higher commodity prices.

The Title [ request is $859 million. in-
cluding $91.6 million to meet the cost of
shipping at least 50% of PL 480 commo-
dities on U.S. flag vessels. Fiscal 1983
funds will provide for the shipment of ap-
proximately 3.25 million tons of food. We
expect to have Title Il Food for Develop-
ment Programs totaling $146 million in
fiscal 1983 (18% of total country alloca-
tions).

For the upcoming fiscal year, the Title
11 request is $650 million, including $250
million for ocean transpert and overland
delivery to land-locked countries. We will
provide approximately 1.2 million tons of
food for non-emergency programs of
voluntary agencies and the World Food

Program, and about 400,000 tons for em-
ergency/refugee requirements. This is
less than in fiscal 1982 principally
because of reduced estimates of emer-
gency and refugee needs. In fiscal 1983,
approximately £90.000 tons of Title I
food, valued at $243.5 million. will be
donated to voluntary agencies and
314,000 tons of food. at a cost of $75
million, will be allocated to fulfill our
pledge to the World Food Program.

Overseas Private Investment
Corporation

The Administration is requesting authori-
ty that would permit OPIC 1o issue up to
$100 million in luan guarantees and $10
million in direct loans in the next fiscal
vear. The guarantee authority of these
funds will be used with OPIC's insurance
authority to finsnce private investment
projects in developing countries. with
special emphasis on projects in the Carib-
bean Basin. OP'C plays an invaluable
role in the foregn assistance program
because it facilitates the participation by
private American investors in the eco-
nomic and social development of Third
World countries.

Voluntary Contributions to
International Organizations

and Programs

The budgel request for voluntary cen-
tributions to international organizations
and programs tolals $173.25 million. This
request suppor's voluntarily funded
development and humanitarian assis-
tance programs of the United Nations
{UN) and the Oryanization of American
States (OAS). Mure than three-quarters
of the requested “unds are for two major
UN programs—thte UN Development Pro-
gram and UNICEF. Other significant but
more specialized assistance funded by
this account incltde U.S. contributions to
the International Atomic Energy Agency.
the UN Capital Development Fund, and
the assistance programs of the Organiza-
tion of American States.

Trade & Development Program
The fiscal 1983 request for the Trade
and Developmen® Program (TDP] totals
$10.5 million. TD? plays a unique role in
fostering the development of middle in-
come countries while promoling trade op-
portunities for the U.S. and generating
revenué from ite sale of technology.
goods and services. We plan to target
TDP's funds incraasingly at the critical
stage of the planring process where U.S.
firms competing with foreign firms are in
the final stages of bidding for feasibility
studies for large-scale projects. and we
are instituting pracedures to seek reim-

13



Disaster relief is an important part of development assistance to poorer nations,

bursement from U.S. firms that perform
feasibility studies on projects funded by
TDP and are subsequently awarded con-
tracts.

International Fund for
Agricultural Development

The fiscal 1983 request for the Inter-
national Fund for Agricultural Devel-
opment [IFAD) totals $65.4 million. This
amount represents one installment of the
$180 million U.S. contribution authorized
by the Congress. The Administration sup-
ports IFAD's objective to help developing
countries increase food and agricultural
production in support of the broader goal
of reducing hunger and malnutrition.
Concern over the level of contribution by
OPEC members and attempts to expand
the Fund’'s permanent staff, which re-
sulted in denial of an appropriation for
fiscal 1982, has been resclved with an
agreement to freeze permanent staff
positions and a replenishment agreement
to increase OPEC members' contribu-
tions to $450 million,

Multilateral Development
Banks

The budget request for multilateral
development banks (MDBs) reflects the
Administration’s commitment to honor
cost-sharing arrangements which already
have been negotiated internationally. For
all institutions, except one, arrangements
had already been negotiated prior to
1981 and the budget request provides
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funds to meet these commitments.

For the World Bank, the request pro-
vides the final $16.3 million in in-
debtedness from the 1977 Special Capital
Increase and the second installment,
$109.7 million, of the U.S. paid-in share
of the Bank's General Capital Increase.
For the International Development
Association, the Administration’s fiscal
1983 request is $945 million. For the
Inter-American Development Bank, our
request is $62.4 million for the capital
window, completing U.S. financing under
the last capital increase, and $221.7
million in soft-window financing for the
IDB's fund for special operations. The re-
quest for the Asian Development Bank
and Fund includes $248,000 in arrears to
the hard window and $131.6 million for
the last installment of ADF III and partial
payment of arrears remaining from the
prior replenishment.

Only the $50 million request for the
African Development Fund represents a
newly negotiated maultilateral develop-
ment bank contribution. Earlier this
month, the U.S. reached agreement with
other donors that subject o obtaining
legislative approval it would provide
$150 million over from fiscal years 1983
to 1985, to the third replenishment of this
Fund, compared to the $125 million that
the U.S. supplied under the prior replen-
ishment. The Administration is request-
ing no appropriations for the African
Development Bank, pending that institu-
tion's formal opening to non-regional
membership.

Management Initiatives

I would like to return to the role of AID
Administrator and give a brief summary
of my overall management objectives for
the Agency: what we set out to do last
year, what we have accomplished and
what we plan to accomplish in fiscal
1983.

Implementation improvement began
last spring with a top management
analysis of AID projects obligated in
prior years. Special attention was given
to troubled projects, particularly those
not being implemented in a timely
fashion.

This review resulted in the total fiscal
1981 deobligation of $74 million. Through
this exercise, we sensitized AID manage-
ment at all levels to the need for rigorous
portfolio analysis as a continuing proc-
ess. We made it clear by this action that
we are willing to make hard decisions
when our projects are not working.

On a semi-annual basis, it is now ex-
pected that operating bureaus will refer
troubled projects to responsible Wash-
ington staff or to Missions for corrective
action. This continuing process will pro-
duce either deobligations or corrective
action, sometimes requiring radical
restructuring of individual projects.

One factor previously inhibiting per-
formance in the field was the limited
ability of Assistant Administrators and
Migsion Directors to act on their own
authority. This has been changed. We
have increased the delegation of project
authority to the Assistant Administrators
in Washington, and from them to the Mis-
sion Directors, from $10 million to $20
million, We have selectively authorized
the Missions to approve projects with a
longer life, doubling their authority to ap-
prove projects from five-years duration
to ten vears. On a selective basis, we also
have increased the Missions’ authority
for operational program grants (OPGs) to
U.S. private voluntary organizations from
$.5 million to $1 million. Through these
expanded delegations of authority, we
expect to slash considerable time and
cost from the contracting and project-
approval processes.

The second area of administrative
streamlining at AID was our prograin of
reductions in personnel. We made every
effort to implement the reduction pro-
gram without crippling our operational
capacity overseas. Since the bulk of our
programs are actually implemented in
the field, we felt that it was important not
to impair our ability to carry out our
responsibilities, We have been able to
meet our lower personnel ceilings
without reducing either flexibility or
capacity in our country Missions.

Also, we were determined to reduce
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redundancy and inefficient use of Wash-
ington personnel. For instance, in the
10% reduction in headquarters, we elim-
inated numerous duplicative paolicy and
contract review procedures conducted
by the various bureaus. The reductions
forced limited reorganizations within the
headquarters units, the effect of which
was to reduce the shuffling of paper and
layers of review within those bureaus.

We also are carefully examining a
number of different functions both in the
field and in Washington which might be
contracted out. To the extent that con-
tracting out is cost-effective, we would
hope to achieve bath lower personnel
levels and the attendant lower operating
costs. Contracting out is not a panacea,
but it is an important element of flexi-
bility.

We have achieved a substantial per-
sonnel decrease in Washington without
using the ‘‘reduction-in-force’” [(RIF)
mechanism.

I am committed to strong management,
and I intend to take all necessary steps to
avoid the management problems a RIF
creates. To achieve the reduction through
attrition, we have instituted a selective

Washington hiring freeze, we have begun
a replacement program to put occupants
of eliminated positions into vacancies in
continuing positions. We will complete
this program later this summer.

At the same time, we are maintaining
the staffing levels for the Inspector
General's program al a time when the
Agency is reducing its overall personnel
levels. In fact, our Inspector General pro-
gram was exempted from the sharp per-
sonnel reductions in on-board strength
imposed elsewhere in Washington. Cur-
rently, only the Inspector General's of-
fice is proceeding with normatl hiring.

Operating Expenses
AID is requesting $376 million in new
budget authority te fund its fiscal 1983
operating expenses. This represents a
$45 million increase over the fiscal 1982
appropriation of $331 million. However,
it should be noted that $9 million of this
increase is to cover the cost of the Oc.
tober 1981 pay raise and the January
1982 lifting of the cap on salaries of fed-
eral employees, costs nol included in the
fiscal 1982 appropriation of $331 million.
In spite of an overall decrease in per-

Reduced cargo losses and improved port efficiency cre the result of good management.
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sonnel from 1962 to 1983 of 100 work-
years. fiscal 1983 salary and benefit
costs will remain at about the same level
as the fiscal 1962 levels as adjusted for
the pay raises which took effect this
year. This reflects full-vear funding in
fiscal 1983 of the 1982 pay increase and
various provisions of the Foreign Service
Act of 1980.

The Agency has taken several steps in
the past year. and plans further actions in
the future, to minimize the impact on the
operating expense budgel of rapidly es-
calating prices overseas and in Washing-
ton. The use of tt e Section 636{c) authori-
ty in the FAA 1o purchase residences and
office buildings in past years is now
beginning to pav off. Funding required
for rents and utilities overseas is pro-
jected to increase only 6% from fiscal
19682 to 1983. While no funds are avail-
able in fiscal 1982 to cover Section 636(c})
acquisitions, we are reguesting $3
million in 1983 so that we may continue
this trend in reducing rental pavments in
future years. Unfortunately. this avenue
of relief is not available for our Washing-
ton operations.

As a result of cur increased review and
analysis of Foreign Affairs Administra-
tive Support (FAAS} budgets and bills
received from tte Department of State,
sharp cost reduztions have been possi-
ble. We project 1 $3 million increase in
FAAS costs in fiscal 1983, for a level of
$23 million.

An increase ir. funding for staff train-
ing is requested in the next fiscal vear.
Training is essential if we are to increase
the efficiency and effectiveness of our
personnel, espec ally increased language
training for personnel scheduled [or
overseas assignmenls. While language
training is the larges! single category in
our Iraining budget, other lypes of train-
ing are equally ‘mportant, for example.
that relating to project design and im-
plementation. menagement [{both project
and non-project). and specialized training
in areas such as agriculture. energy. and
population.

AID’s budget -~equest for 1983 is the
minimum amoun! necessary to carry out
the operations of the Agency. However, it
must be emphasized that the inflationary
effects of doing business overseas ac-
count for almost three-fourths of the in-
crease included in this request. For exam-
ple. the cost of moving employees, family
members. their household effects and
related office supplies will increase $2
mitlion in fiscal 1983. Nevertheless, the
Agency will continue to mainlain its
scrutiny and management of the operal-
ing expense budget to ensure that it
represents only the minimum essential
requirements of t1e Agency. =
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ATFRICA:

Development

More Difficult,
More Urgent

16

After steady
growth in the
60s and 70s, the
economic tides
seem to be

turning.
A statement by
Frank S. Ruddy

AID Assistant
Administrator for Africa

For fiscal 1983 the Africa Bureau is
requesting a total of $648.4 million,
a 7% increase over the fiscal 1982
level. The Development Assistance re-
quest of $323.4 million is 1.8% below
that of the preceding vear. And for ESF,
the fiscal 1983 request is 17.3% higher
than for fiscal 1982,

The $323.4 million in Development
Assistance requested will concentrate
on the following areas: agriculture and
rural development, $142 million; health,
$32.4 million; education and human
resources development programs, $30
million; selected development problems,
$20 million; and population planning, $5
million, The $5 million figure does not
include $2 million for population in the
Sahel Development Program and $17
million for central bureau funding. The
Sahel Development Program, which is a
separate functional account, and for
which $93.8 million is requested,
focuses on food production, environmen-
tal reclamation, health, population and
related training. In addition to Develop-
ment Assistance, $325 million in ESF is
requested primarily for programs in
southern Africa and the Horn. $191.7
million, in PL 480 assistance is re-
quested, including $43 million in Title
III. The fiscal 1983 request, if appro-
priated, will be used to address a series
of economic and social problems in Africa.

Overview of Trends in Africa
Over the last decade trends have
materialized in Sub-Saharan Africa
which suggest that economic develop-
ment of the region is becoming both
more difficult and more urgent. After
moderate but steady growth and
development in the 1960s and early
1970s, the economic performance of
Africa has seriously declined, and
projections for the 1980s are not bright,
A combination of factors has caused
the downturn in African economic per-
formance. Rapid population growth
together with relatively slow rates of
technological change, and the fact that
in many areas the limit of cultivation has
been reached are some of the reasons.
Sub-Saharan Africa's population in
1980 was approximately 353 million.
Africa’s population is growing at an
average yearly rate of about 2.8%, and
food production has not kept pace. This
imbalance must be reversed; the dangers
are self-evident. In agriculture—the
predominant economic activity in this
region—average yearly per capita
growth rates were negative at .9%, and
the per capita volume of exports (mostly
agricultural commodities and minerals)
fell at anaveragerate of 3.5% each year.
There has been a chronic decline in
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Africa per capita food production since
the early 1960s. Production increases
have been attained almost exclusively
by expanding the areas under cultiva-
tien. Food yields per hectare {1 hectare
= 2.5 acres) have been stagnant, and
at much lower levels than in other
regions. Currently, average yearly
growth in per capita GNP is projected
between 1% and -.1% between 1980
and 1990.

Potential and Progress in

Africa

Notwithstanding the recent trends in
Sub-Saharan Africa, the region has sub-
stantial long-term economic promise. It
has the potential for increasing yearly
production of cereals by approximately
16 million tons from rain-fed land and
by approximately 9 million tons from
irrigated land, for a yearly production
increase of about 25 million tons. The
potential average yearly rise in live-
stock products is estimated at 1.04
million tons.

The Sahel region could put 2 to 6
million hectares {5 to 15 million acres}
under irrigation, and about 1.8 million
of that could be under irrigation by the
year 2000. This alone would mean in-
creasing by half the amount of food pro-
duced. Significant overall production
increases could be achieved through in-
tensifying cultivation of dry land, apply-
ing different farm technologies and
opening new lands through the control
of onchocerciasis and other diseases.

Sub-Saharan Africa has nine major
river basins running through several
countries in the Sahel, central and
southern Africa. Irrigation potential can
be compared to the American West.
The basins offer the possibility of put-
ting some 14 million hectares {35 million
acres) under irrigation, with estimates
in the Sahel region alone ranging from
two to six million hectares (5 to 15
million acres). Africa is estimated to
have over one-third of the worid's
potential hydropower resources. Energy
from hydropower is one of Africa’s
greatest underutilized resources. The
natural highways which are formed by
the rivers can serve as low-energy
alternatives for moving agricultural
products to markets and supplies to pro-
ducers.

While distribution among countries is
very uneven, Africa is a major producer
of minerals such as copper, cobalt,
chrome, and uranium. There has also
been a steady increase in the number of
oil deposits located, particularly in
coastal waters. Only a small portion of
the land has been surveyed in detail
and the potential is believed far greater
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Food production could increase significantly by intensifying dry-Iind cultivation.

than current production levels would
suggest.

With respect to progress, Africa's
absorptive capacity has been rapidly
enlarging. Today an estimated 60% of
all school age children are in primary
schools. Since mid-1960 annual secon-
dary and higher education enrollment
have increased by 9.8% and 11.1%
respectively. Conditions are being
created which will increase Africa’s
ability to use its greatest resource, its

people.
In the area of food production, new

hybrid cereal verieties have been devel-
oped. seed multiplication techniques
replicated and rew agriculture
research started. A number of African
countries are beginning to re-examine
policies affecting food and agriculture
preduction. These include food pricing
and parastatal (public) enterprises. As
a result of a joint assessment in Sene-
gal, a declaraticn was issued calling for
the abolishing 0" two major parastatals,
reorganizing rural development agen-
cies and promoting private coopera-
tives. The goverameant also plans to
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undertake new pricing policies and
revamp the farm credit system. Private
voluntary organizations are continuing
to play a significant role, especially at
the grass roots level, and in carrying
out AID-funded activities. Under one
project in Upper Volta, aimed at
developing rural enterprise, 80 entre-
preneurs have improved their business
practices; 120 entrepreneurs have
received loans; and a demonstration
farm is now introducing new technology
such as hand mills, peanut presses and
other implements.

Description of the Fiscal
1983 Program

The fiscal 1983 request concentrates
the Agency's efforts on a small number
of key interrelated problems facing the
African continent. AID assistance will
continue to stress the production
aspects of agriculture with particular
emphasis on small holders. In that con-
text, the Agency will place special em-
phasis on institutional development,
policy reform, and building and support-
ing the private sector wherever appro-
priate.

Private Sector Activity

AID is placing special emphasis on sup-
port of the private sector of African
economies, particularly indigenous
small- and medinm-size enterprises. We
are now reviewing projects to assure
that wherever appropriate the private
sector is used and supported. For exam-
ple, in Zimbabwe, 80% of the foreign
exchange associated with our Commod-
ity Imports Program (CIP) is reserved
for imports for the private sector to
assure that it will be able to update its
plant and equipment and operate effi-
ciently. . ..

In addition, we expect PVO grants of
approximately $31 million in Africa in
fiscal 1983. This includes $25 million
from Development Assistance and $6
million from ESF. We believe that
AID/PVO cooperation is an effective
means for enhancing the impact and
effectiveness of our efforts,

Overall, we believe that support of
the private sector is an efficient way to
expand employment and productivity.
Moreover, maximizing use of the pri-
vate sector will lessen the burden of
already overextended governments,

Agriculture

AID will sesk to promote technical
changes which will boost agricultural
productivity, lessen peak-season labor
problems and reduce agriculture losses.
AID is emphasizing instituticn building
in agriculture research and extension
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for example, to achieve technical
changes and to establish the capability
of African countries to sustain the ef-
fort. Manpower development is being
pursued as a means to promote institu-
tion building and to help increase
agricultural productivity across the en-
tire zector.

To improve efficiency in the employ-
ment of both AID and host country
resources, AID has placed an increased
emphasis on host country economic

policies. At the macro-economic level
AID will seek to insure that its country
programs are consistent with the intent
of International Monetary Fund (IMF)
and/or World Bank reform agresments
with host countries. Where possible
AID measures will actively reinforce
host countries’ efforts to comply with
these agreements. Also, at the sector
level, the Agency will seek to collabo-
rate with host countries on devising
ways to improve specific policies. AID
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is especially interested in adjustments
that will increase the influence of
market forces in the determination of
agriculture prices, liberalize marketing
arrangements and expand the role of
the African private sector in agricul-
ture-related activities. Private enter-
prise activities such as a new agribusi-
ness development project in Kenya,
along with ongoing activities on the
manufacture of farm implements in
Uganda and Niger, as well as training,
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are proposed for funding in fiscal 1983.

Health

The goal of the Africa Bureau health
sector development program is to help
couniries address their health problems
on a national and regional basis. Health
programs are supported for the most
part in four general categories:

* Primary Health Care—These multi-
disciplinary projects provide suppart
for systems of health services for rural

communities. Projects usually consist of
training village health workers and
their supervisors and providing logistic
support. Seven basic services are
recommended for primary health care
systems. $13.9 nillion is proposed.

¢ Heslth Planning, Management and
Manpower Development—Training and
technical assistance are provided to
countries and regional organizations to
develop nationa: capabilities to manage
national primary¢ health care programs.
Bilateral, regioral and multilateral proj-
ects address Africa’s main constraint to
health developm ent—lack of health
manpower. $2.3 million is proposed.

* Water and Sanitation—Support is
provided for developing safe water
sources in rural communities, and main-
taining environnental safeguards. Edu-
cation of communities is an important
aspect of these projects. $4.7 million is
proposed.

+ Endemic Disease Coatrol—Bila-
teral, regional. and multilateral projects
address the tropical disease problems of
vast geographic areas. Diseases such as
malaria, schistosomiasis, onchocer-
ciasis, and trypanosomiasis are endemic
in most of Africa. Programs include
surveillance, se:tor control. treatment.
chemo-prophylaxis, and immunizations.
A budget of $1C million is proposed.

Population Program:

In Africa, progress in the population
sector has been slow. The population
issue in Africa has to be approached
with great care and sensitivity. It must
be carefully integrated with the provi-
sion of health services, with the oppor-
tunities for imp-ovement in income and
in general economic growth and
employment opportunities. Otherwise it
will be distorteci and will backfire on ef-
forts to establish programs. The im-
plementation of a family planning pro-
gram is & slow and difficult process.
Partly it is organization. relating {o
establishing the kinds of systems for
delivery of health services in conjunc-
tion with family planning; partly it is
institutional. A :ot is attitudinal. It is a
matter of getting people lo understand
the relationships between population
growth and the economic problems. AID
recognizes the voluntary nature of
population assistance and respects the
free choice of developing countries to
receive or refuse family planning
asgistance.

Al least sevea Sub-Saharan African
nations [Botswena, Ghana, Kenya.
Mauritius, Rwanda, Senegal. Uganda)
have declared national population
policies. Several others, including
Nigeria and Sudan, have recently estab-
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lished national population councils. At
least 23 countries in the region now
provide family planning services in
government clinics.

Energy and the Environment
AID must continue to address the high
cost and increasing scarcity of energy
resources, as well as deforestation and
ecologically unsound agriculture and
livestock practices if Africa's produc-
tive capability is to be preserved and
expanded. AID will support efforts to
reforest and to conserve range and soil.
These activities will be designed as
components of agriculture production
systems. In Mali, Senegal, and Burundi
projects will focus on fuelwood
renewable energy technology.

Education and Human
Resource Development

In fiscal 1983 AID will help expand
Africa’s human resources capacity. At-
tention will be devoted to: (1) adminis-
tration and technical skills training, as
pre-conditions to institutional develop-
ment and the transfer of technology; (2)
strengthening indigenous private volun-
tary organizations {PVQs] and the busi-
ness-industrial private sector by helping
them develop management and entre-
preneurial skills; and (3) expanding
training opportunities in the United
States through the Africa Manpower
Training Project.

An example of technical skills train-
ing and development administration is
the Agricultural Education Project in
Cameroon. It will create an agricultural
university capable of training managers,
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Increasing economic oppartunity for a skilled workfarce will be essential to development.

researchers, planners and teachers who
can effectively staff the agricultural
support institutions of Cameroon.

Sahel Development Program
The Sahel Development Program was
initiated in fiscal 1978 as a regional ef-
fort through which eight African coun-
tries cooperate with western

donors and oil-producing countries of
the Middle East (OPEC]. Led by the
United States and France under the
Club du Sahel, 20 bilateral donors are
now active contributors to a range of

Skilled managers are needed as well as
skilled workers.

programs and projects to help the Sahel
countries become self-sufficient in food
and to build economic systems and in-
stitutions which will assure sustained
economic growth and better and more
secure life for their people. Donor assis-
tance has increased from $1.1 billion in
1976 to $1.5 billion in 1980.

Twenty years from now, the Sahel
can be feeding itself. Qur long-term
economic objective is to assist the coun-
tries in the region to increase agricul-
tural production to levels where food
imports will not be necessary. Sound
economies in the region will contribute
to the stability of the countries and pro-
vide opportunities for U.S. investments
as well as access to mineral resources
such as uranium [Niger) phosphates
(Upper Volta), iron (Mauritania), and
bauxite (Mali).

As a result of development strategy
accepted by the donors and recipient
countries, progress is being made.
Apricultural research programs have
been expanded and strengthened, exten-
sion services are reaching the farmer,
new agricultural technologies are being
introduced, range management and

- animal health improvements are being

applied. The agriculture policy picture
is starting to improve. In Senegal and
Mali, cereal marketing through the
private sector is now being encouraged.
Senegal, Niger, Mali and Upper Volta
are adjusting cereal pricing policies to
provide more incentive to the farmer
for both production and marketing.

In the fiscal 1983 program AID will
continue to support the Sahel develop-
ment strategy and direct resounrces to
the agricultural sector—particularly
toward rainfed agriculture which con-
stitutes the mainstay of Sahelian
agriculture. AID is providing technical
assistance and key inputs (seeds and
fertilizer for example).

AID also is supporting long range
capital projects to develop water re-
sources in the Senegal and Gambia
river basins. AID is supporting efforts
by other donors through its regional
program which concentrates on instite-
tional and deveiopment planning. . . .

Of the $93.8 million request in fiscal
1983, $27.6 million will be allotted to
regional programs directly benefiting
the individual countries in the basin
area. The balance will be allotted to
seven countries in the region under
bilateral programs. Our assistance to
Chad has been limited to relief and
rehabilitation, and this effort has been
with other donors. The civil war has
brought extensive damage to Chad’s
economy. Nevertheless we propose to
continue monitoring the situation, and
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we will look for improvements before
undertaking any extensive or long-term
development projects.

Sahelian problems with financial
management of AID funds continue to
be a matter of serious concern. Steps
have been taken to correct serious defi-
ciencies in the accounting and manage-
ment systems. Host country documents
are being verified and accounting
systems have been examined to deter-
mine their adequacy for certilication by
AID officials as a precondition to dis-
bursement of funds. To correct the defi-
ciencies, training programs. workshops
and teams have been developed to im-
prove the financial management skills
of the local institutions concerned with
the Sahel programs and projects,

The Economic Support Fund

Program (ESF)

The fiscal 1983 request for $325 million
is intended to provide the United States
with the resources necessary to stop
the spread of further economic and
political disruption and to support the
efforts of friends and allies to deal with
threats to security and independence.
Economic Support Funds totaling $325
million are requested for Sudan,
Somalia, Kenya, Mauritius, Seychelles,
Djibouti, Zimbabwe, Zambia, Botswana
and the Southern Africa Regional Pro-
gram, Liberia. Niger, Senegal and
Zaire.

These countries are currently experi-
encing a broad range of econromic and
political problems. These include bal-
ance-of-payments and budgetary deficits,
external debt burdens, deteriorating
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Agricultural research programs have been expanded end strengthened.

o

terms of trade and declining cutput,
and the threat of political instability.

While these funds have political and
military, as well as developmental ob-
jectives. AID makes every effort to max-
imize their developmental, impact. For
instance, in Zambia and Kenya our Com-
modities Import Program is targeted on
agricultural inputs; in Zimbabwe 80%
of the CIP is reserved for the private
sector. and the rest of the program has
a strong developmental character. We
believe that ESF funds are a particular-
ly versatile development instrument
when used as program assistance in
support of policy reform.

PL 480

The fiscal 1983 program request for PL
480 is $191.7 million. Of this amount,
$117 million will be allocated to Title 1.
Within Title 1, $43 million will be
directed to Title II. The $74.7 million
balance of the request will be devoted
to Title II.

By legislation. PL 480 embodies sev-
eral objectives, among them the eco-
nomic and social development of recip-
ient countries. The Africa Bureau is
committed to fostering sustained devel-
opment as the objective of ils assistance
through PL 480 food resources. Specifi-
cally, the Africa Bureau seeks to utilize
PL 480 resources (sales revenues and/or
commodities) to address and alleviate
the underlying causes of the need for
food assistance. particularly in the agri-
cultural and rural sectors. The Adminis-
trator has instructed our field missions
to enhance the effectiveness of PL 480
food aid by: a) seeking policy dialogue

with host governments on ways to
alleviate the constrainis to improved
food security; and b) increasing the
degree ol integration of PL 480 pro-
grams within th: total AID development
assistance program.

Self-help measures. under Title I use
of local currency sales revenues, and
policy dialogue, or integration with
other forms of assistance are intended
to enhance the development impact of
Title L. The Title IIf program will be
continued in Swian and Senegal and a
new program initiated in Somalia.

Title IT grant ~ommodities have been
traditionally channeled into direct food
distribution programs through maternal-
child health centers, school feeding pro-
grams and food for work projects. all of
which are admiaistered by U.S. regis-
tered private vcluntary organizations or
by the World Food Program. Similarly
under Title II Section 206. we are
undertaking pregrams for food for
development in Cape Verde, Mauritania
and Upper Voltu.

Other Donor Coordination

Other donor coordination
deserves special emphasis at this
time. The serious problems faced by
many African countries can only be
met by integrated projecis and pro-
grams. Moreover. as certain govern-
ments find themselves less and less
capable of meeting the recurrent costs
associated with various projects, proj-
ect and prograr: planning requires an
assessment of tatal donor activities as
well as those of individual donors.

The extent of the problem is illus-
trated by the fect thatl although the
United States ic a major aid contributor
in Africa. our assistance accounts for
only 7% of total Official Development
Assistance. There are no less than 52
bilateral donors in Sub-Saharan Africa:
17 of the Devel >pment Advisory Council
of the OECD): seven Arab'OPEC: nine
Arab multilateral. 12 other multilateral:
and seven East Block. In addition. there
were 34 PVOs issociated with AID
alone in fiscal 1981,

AID is promcting greater cooperation
among donors in several ways by en-
couraging ongoing cooperaltive efforts in
such donor groips as CDA (Cooperation
for Development in Africa. formerly
CADA] and the Sahel program. and
through cooperative efforts with
African groups such as ECOWAS {Eco-
nomic Community of West African
Stales). SADCC (Southern Africa Devel.
opment Coordination Conference}. We
are also seeking opportunities for
cofinancing with other donors. both
bilateral and maltilateral.

—
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tinuing process of economic growth and
political stabilization, U.S.-Asian {ex-
cepting Japan) trade has been growing
over the past ten years at a yearly rate
of 20%. U.S. investments in Asia (ex-
cepting Japan) now total $8.4 billion.
The ASEAN states in particular are
demonstrating extraordinary capacity
for growth. The five states which com-
prise ASEAN are growing at an aver-
age vearly rate of 6.8% at a time when
the international economy generally is
drifting and stagnant.

In spite of these positive trends in
Asian development, most of Asia re-
mains very poor. According to the
World Bank, the Asia region contains
about 75-80% of the world’s poor. The
percentage of poor people in the region
ranges from 30% in Thailand, or 14
million people: to 50% in India, or more
than 310 million people; to 86% in
Bangladesh, or 87 million people. The
average per capita GNP for the region
is only $224, compared to $278 for
Africa, $769 for Latin America and
$970 for the Near East. Two coun-
tries—Bangladesh and Nepal—are in-
cluded in the least developed category
with per capita incomes of $90 and
$130 respectively, while India, In-
donesia, Pakistan and Sri Lanka are
categorized as low income countries.

Even the extraordinary growth rates
of the ASEAN nations as yet have not
seriously transformed the poverty of the
rural majorities in such countries as In-
donesia and the Philippines, populations
living in isolated and usnally resource-
poor regions. Generally, Asian popu-
lation growth continues at rates con-
sidered far too high by the governments
of the region. Health, nutrition and

ASIA:

Continuing
Economic
Growth and
Political
Stabilization

U.S. economic
assistance has
contributed to
the process.

For Asia, the Administration is
requesting for fiscal 1983 $407.6
million in Development Assistance
funds, $335.7 million in PL 480, and
$225 miilion in Economic Support
Funds.

Importance of Asian
Development

A statement by' Asia contains 51.8% of the world's unemployment problems arising from an

population possesses vast human and inadequate agricultural production base
Eugene S. Staples natural resources, is the seat of two of characterize the Asian populations,
Acting Assistant the world’s most remarkable civiliza-

AID Programming

AID programming in fiscal 1983 is
designed in the light of the successes
and failures of the past—AID's own
record, that of other donors and the
record, of course, of the Asian societies
themselves—and of demographic, eco-
nomic, social and institutional realities
of the 1980s. AID arrives at its program

tions, and its development and moder-
nization are policy matters of large im-
port to the United States.

The United States has fought three
major wars in my lifetime in Asia,
Today most of the Asian continent is
relatively stable and at work for
peaceful purposes, although one must
deplore the unfortunate exception of

Administrator for Asia
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the Indochinese Peninsula and the bitter
Soviet occupation of Afghanistan. The
United States can take pride in iis con-
tributions to the process of stabilization
and development which has character
ized the post-Vietnam war period in
Asia. Our economic assistance pro-
grams have been a major contributor to
the process.

Both the United States and the Asian
nations benefit directly from this con-

decisions on the basis of macroeco-
nomic analysis and through an intensive
effort to learn from program evalu-
ations. For example, this past year, AID
conducted 40 program evaluations in
Asia in addition to the numerous audits
conducted by the Inspector General's
office and by the General Accounting
Office. We believe that AID's ability to
make compass course corrections is im-
proving,
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The more salient of the Asian reali-
ties underlying our programming for the
coming fiscal year are as follows:

Firsi, an increasing recognition of the
dynamism of the Asian private sector.
One of the most timely new emphases in
AID’'s program design is private sector
development. . . . There is wide disillu-
sionment in Asia with the record of
public sector solutions for development
problems. and the new AID initiative in
private sector development is {inding a
receptive climate. . ..

A second salient reality is demo-
graphic. In spite of the highly encour-
aging record of some of the Asian socie-
ties in reducing population growth rates
over the past decade, with very few ex-
ceptions the Asian governments remain
convinced that their populations are
growing too fast and that this creates
increasingly unacceptable pressures on
limited natural resource systems.
Generally, the problem is most serious
in those countries which have the
largest populations. India. Bangladesh

. s k.
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Health, nutrition end unemployment are
continuing prablems in Asia.
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and Pakistan. for example. contain a
population of 873.9 million people. The
population grow:h rate in India is
estimated at 2.2 %, in Bangladesh al
2.5%, and in Pacistan at 2.9% each
vear. In Indones:a, which has carried
out a remarkably successful family
planning progra in the heavily
populated central island of Java. the
growth rate has come down from 2.7%
in 1970. to an estimated 2.1% today.
Thailand has su>ceeded in bringing its
growth rate down to 2% in 1980 from
3.1% in 1965.

The point, of course, is that helping
those societies vhich are dedicated to
reducing population growth by methods
culturally acceptable to the societies
themselves remuins important work for
the U.S. foreign aid program.

A third salient Asian reality is the
continuing need to worry aboul agricul-
tural productior. The achievements of
the 1970s in regard fo rice and wheat
are highly satisfying to the Asian na-
tions—and should also be a source of




Appropriate technology leads to increased productivity,

pride to the U.S, Government, which
played an important part in the
research and training efforts underlying
the wheat and rice green revolutions.
But to achieve and to go beyond self-
sufficiency to that point where the
agricultural sector becomes a genuine
motor of development for the very large
poveriy stricken rural populations is as
yet only a dream in most of Asia.

AID’s concentration increasingly is on
those factors of production which are
likely to generate such powerful in-
creases in productivity. In addition to
its continuing support for Asian agricul-
tural science, AID is an important part-
ner in major new Asian efforts to im-
prove the productivity of the vast irriga-
tion systems which dominate the South
Asian subcontinent and on a lesser
scale the Southeast Asian nations. Im-

24

proving water management is a com-
plex, multidisciplinary, multipro-
fessional challenge that no one really
has mastered in the Asian circum-
stances. The new AID effort being
mounted with the cooperation of the
Asjan nations is likely to be one of the
most important development enterprises
of the decade.

A relatively newer element in AID
Programming in Asia also corresponds
to the demographic and natural
resource requirements of the Asian na-
tions. This is programming in what
variously is called social forestry. agro-
forestry and energy forestry. The pur-
pose is to stop and to reverse the de-
gradation of forests and uplands, to
bring to very poor villagers access to
and whenever possible direct control of
genuine resources of energy and in-

come. The benefits are multiple, includ-
ing the downstream improvement of
watershed and irrigation and power
systems, and ultimately coastal fish-
eries. We are also working on energy
policy problems with a number of the
Asian governments, including conven-
tional as well as non-conventional
energy Sources.

These programs all involve institution
building, development and transfer of
science and technology, and genuine in-
novation and experimentation. In Indo-
nesia, for example, a consortium of
American universities is at work in the
difficult atmosphere of the outer islands
creating a network of agricultural re-
search and training institutions. In In-
dia, an imaginative cooperative program
under the sponsorship of India’s Naticnal
Dairy Development Board, is using the
highly successful dairy cooperative
model! it developed to create a system of
oil seed cooperatives designed to over-
come the large Indian deficit in oil
seeds and to improve the income of
small farmers. AID's assistance is chan-
neled through the Cooperative League
of America and the use of PL 480 com-
modities.

AlD's Asian programs also give wide
support to both American and indige-
nous Asian private veluntary agencies
capable of reaching poor people on the
ground. The small, innovative AID pro-
gram in the South Pacific, for example,
is mostly carried out through U.S.
private voluntary agencies, while in a
number of other countries the Agency
provides co-financing for self-contained,
country-level PVO activities in fields of
AID priority.

Although in relative terms AID pro-
grams are much smaller than they were
in the previous two decades, their con-
centration on key problems and AID’s
presence on the ground through our
missgion staffs give us the ability to
discuss in a positive faghion a number
of host country economic development
policies. In Bangladesh, for example,
the Bangladesh Government and the
AID mission have worked together for
vears to use PL 480 commodity pro-
grams to increase private sector par-
ticipation in fertilizer distribution—with
notable increases in distribution and
usage. In Thailand, as the result of a
joint Thai-AID health program, the
Ministry of Public Health decided to
focus its health sector strategy on nutri-
tion programs at the community level.
To support discussions of development
policy issues with recipient govern-
ments, AID is taking steps to strengthen
its analytical capacity in both Wash-
ington and the field. |
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NEAR EAST:

Peace and Security
Most Important Goals

For countries in the Near East
Region, we are requesting $1.963
billion in Economic Support Funds (ESF)
and $45.4 million in Development Assis-
tance funds. Under a different appropri-
ation, $325 million in Public Law 480
Titles I and I is planned.

For the Middle East, we are re-
questing $1.593 hillion in Economic Sup-
port Funds. This includes $750 million
for Egypt, $785 million for Israsl, $20
million for Jordan, $8 million for
Lebanon, $15 million for Oman, $6.5
million for the West Bank and Gaza. $8
million for Regional Cooperation and
$500,000 for other regional activities.

U.S. interests in the Middle East are
clear. The Administration’s overriding
goal is to help bring peace and security
to the region. Our economic assistance
programs are an essential element of
this policy.

Egypt
To help support the economic progress
in Egypt, we are requesting for fiscal
1983, $750 million under the Economic
Support Fund, the same basic level as
in recent years. In addition, $271.3
million is planned under PL 480—$250
million under Title I'III and $21.3
million under Title II. We are proposing
that two-thirds of the resources made
available under the Economic Support
Fund ($500 million) be provided as
grants. The balance of the Economic
Support Fund resources [$250 million}
and the PL 480 Title I would be pro-
vided as loans payable over a period of
40 years, this including a ten year
grace period. Interest on the loans
would be 2% during the grace period
and 3% thereafler.

The Administration’s request for
Egypt is best understood in the context
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U.S. economic
assistance 1s
essential in
meeting those
goals.

A statement by
W. Antoinette Ford
AID Assistant Administrator
for the Near East

of the quest for peace and securily in
the Middle East and the rapidly chang-
ing, sometimes volatile, political and
economic scene there. The assassina-
tion of President Anwar Sadat had
economic as well as political repercus-

sions for the Egvptian people. The
orderly succession of President Hasni
Muburak was reassuring. but he has in-
herited an econumy beset with signifi-
cant problems.

President Muburak already has ini-
tiated a broad and open discussion of
the country's social and economic goals
and priorities ac well as the options
available to ach eve them. He has
quickly reaffirmad the economic prin-
ciples underlying President Sadat’s
**Open Door Policy” while simultaneous-
ly asserting that the ultimate purpose of
increasing investment and hence pro-
ductivity is to m=et the needs of all
Egyptian people. Attendant with this
statement of Egyptian policy is the im-
plication that sa-rifices may be re-
quired to achiev2 the goal. We welcome
President Muburak's statement of the
goal as well as the Egvptian willingness
to seek new thoughts and ideas about
how it can be achieved.

Still, it should be recognized that the
process of sorting out priorities, ex-
amining the trade-offs between current
consumption anc future productivity,
and the many other difficult problems
which confront the Egyptian economy
will take time to resolve.

The Government of Egypt’s inlrospec-
tive examination of its economic pro-
blems is timely. Juring the last year,
the economy suf’ered several shocks in
addition to the dzath of President
Sadat. First, there was a worldwide
softening in the nil market which forced
Egypt to lower it3s export prices. While
Egypt was able to protect its export
market. lower prices have reduced
anticipated foreizn exchange eamings.
In the near term there is no basis for
expecting a recovery of oil prices.

Second. non-oi. exports declined in
real terms, as apparently did receipts
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from tourism and remittances from
workers abroad based upon preliminary
data. Data concerning these last two
items, combined with significant
changes in government foreign exchange
regulations, resulted in a sharp jump in
the demand for foreign exchange and,
hence, an open market exchange rate
discount of 20% of the new rate.

Third, domestic inflation appears to
be mounting significantly faster than
the official, overall rate of 10%,
especially for non-subsidized items.

Fourth, it is likely that domestic infla-
tion is being fueled by a growing budget
deficit and, concomitantly, by an appar-
ent rapid growth in the money supply.

Even though real growth of the econ-
omy approached 9 to 10% in the past
year, signs of significant weakness are
evident. Large segments of the domestic
manufacturing sector are not competi-
tive with imports. Domestic price con-
trois, administrative controls on output,
restricted access to credit, an under-
employed labor force, and drastically
underpriced inputs—energy, for exam-
ple—skew the allocation of resources in
ways which will not serve the long-run
needs of the Egyptian development
effort.

COver the longer term, sustained
economic growth and high levels of
foreign exchange earnings will depend
in large measure on Egypt’s success in
rationalizing its industrial and
agricultural investment policies to move
from capital- and energy-intensive in-
dustries to export-oriented labor-
intensive industries. In order to make
these investment decisions on a rational
basis, the pricing system must be
altered to reflect market scarcities.

The reforms can be carried out while
at the same time maintaining Egypt's
commitment to protect and improve the
standards of living of its poorer
citizens. The task now is for Egypt to
make the policy choices to promote
growth, efficiency and equity in the
Egyptian context.

Decisive actions are needed:

¢ to promote a reduced rate of
population growth. If the current high
yearly increase of 3% is not lowered,
Egypt’s total population by the year

2000 will grow from the current level of

44 million to over 70 million;

» to bring energy prices more in line
with world market prices. Egypt’s
energy prices now average about 20%
of their economic value and cost the
economy an estimated $3 billion per
year in revenuss,

* to rationalize prices of farm prod-
ucts, and thereby maximize production;

* {0 reduce consumer subsidies fo
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Egypt's agricultural production must
increase.

essential items for the truly needy. Last
year direct budget subsidies ameunted
to almost 15% of GNP.

During President Muburak's official
State visit to the United States in
February he sought assurances from
the Administration that the United
States would do its best to provide
economic assistance in ways which
would be responsive to Egyptian needs
and which also would promise more ex-
peditious implementation.

The assurances were provided in the
form of an agreed statement of princi-

Reforms must accompany raising the
standard of living for the poor.

ple between the U.S, and Egyptian
governments, The substantive highlights
of that statement were, in part, as
follows:

“It is in the interest of both Nations to
assure the success of the economic re-
form program in Egypt in a manner that
recognizes the substantial capabilities of
the Government of Egypt to accomplish
its infentions and the continuing commit-
ment of the United States fo provide
resources that may be utilized to this
end.”

“The United States endorses the in-
tentions expressed by the Government
of Egypt to acknowledge the continued
need for economic reform and progress
and to undertake necessary measures
toward that end;”" and

“Both Nations are now embarking on
a new phase of greater interest in
aconomic progress in Egypt with a view
toward making U.S. assistance, as per-
mitted by U.S. law, be of an optimum im-
pact and fo assure Egypt a more active
role in the allocation and disbursement
of the U.S. assistance.”

This statement marks the beginning
of a dialogue to enhance the under-
standing between our two governments
on Egyptian economic goals, policy
reforms, sectoral strategies, more effec-
tive implementation and the ways in
which U.S, assistance can help Egypt
realize its considerable potential.

As it completes its sixth year since
resumption of U.S. assistance, the AID
program has attained considerable mo-
mentum. Total fiscal 1981 program dis-
bursements were $1,027.1 million, near-
ly equalling obligations, which were
%1,132.9 million. The most impressive
fiscal 1981 gains were in project
dishursements, which at $350 million
were up 75% over fiscal 1980. Higher
disbursements resuited from a variety
of factors, including the increased use
of quicker-disbursing program imple-
mentation modes, the maturation of a
number of large capital projects, and
greater attention to implementation by
the Government of Egypt and AID.

AID program results are increasingly
vigible in such areas as electric power
generation and distribution, village
governmental systems and institutions,
telecommunications, port capacity, com-
mercial transport, urban water and
sanitation systems, and an expanded
population program that is building on
accelerating acceptor rates in both
cities and rural areas.

Despite the quickening pace of pro-
gram implementation and the increas-
ingly visible impact of U.S. assistance, a
number of program and management
concerns persist.
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Israeli workers levelling a roadbed.

In fiscal 1983 expenditures will ex-
ceed obligations by an anticipated $150
million. The overall pipeline, however,
remains substantial—$2.5 billion st the
beginning of fiscal 1982. While the
pipeline largely represents reservations
of funds put aside for contracted costs
of capital projects now in operation and
on schedule, the pipeline also reflects
the existence of some projects experi-
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encing delays in final design or in ex-
ecution. These projects are the subject
of intensive dialogue and investigation
by our mission in collaboralion with
Egyptian authorities.

Our concern with the pipeline also
recognizes the urgency of demonstra-
ting the benefits of peace to the Egyp-
tian populace by improving their quality
of life. Thus we have been attempting 1o

design projects that are relatively
quickly disbursing. The Basic Village
Services and Uraan Neighborhood Ser-
vices projects are examples. Both the
Egyptian and the United States Govern-
ments are anxious to expand the use of
quickly disbursing assistance where ap-
propriate and active consideration is
being given to alternatives.

Our fiscal 1983 program represents a
combination of short-term economic
stabilization effcrts and longer-term
activities aimed at developing sell-
sustained growth with equity. The main
components of the Economic Support
Fund program a-e: $250 million Com-
modity Import Program to help assure
the availability cf essential raw mate-
rials and capital goods for industry and
agriculture, som2 consumer items and
to replenish the Trade Financing Facili-
ty: $85 million 1¢ increase industrial
production and productivity. especially
in the private sector; $154 million for
infrastructure, including water and
sewerage systems, and a new activity to
expand the role of the privale sector in
housing: $35 miliion for & new agricul-
tural activity based upon the 1981 eval-
uation of Egypt’s research and exien-
sion services and the current review of
Egypt's agricultvral growth opportuni-
ties by a U.S. Prasidential team: $98
million to financ2 the on-going portfolio
of decentralization projects: $50 million
for two continuing education projects;
$50 million for new health and family
planning activiti2s to follow current sec-
tor assessments: and $28 miilion for
other priority concerns. including man-
power planning and developmenl. tech-
nology transfer and feasibility studies.
and an energy planning activity.

Israel

For Israel in fiscal 1983 we are re-
questing $785 million. Two-thirds. or
$525 million. is requested as a grant.
The remaining one-third. or $260 millien
is proposed as a concessional loan with
a 10-year grace period, followed by a
30-vear repayment period. Interest will
be at 2% during the grace period and
3% thereafter, highlv concessional
terms. Together with the preposed FMS
{foreign military sales) credits. U.S.
economic assistance for fiscal 1983
tangibly reflects our commitment to sup-
port Israel. ther2by encouraging it take
the further risks necessary to achieve
lasting peace in the Middle East.

In the Executive Branch's ""Report on
the Israeli Economy and Debt Repay-
ment Prospects.”” submitted to Congress
on March 9, 1982 we said:

“Israel, which in fiscal 1982 will
receive about $3 billion in economic and
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military assistance from the United
States, continues to experience balance-
of-payments problems and rapid infla-
tion. Some success was achieved in
managing both problems in 1981, but
consistent execution of policies designed
to encourage exports and restrain do-
mestic demand will be necessary to
avoid a recurrence of past difficulties.
The inflation problem will be particular-
ly difficult to solve, but over time should
respond gradually to appropriately re-
strictive fiscal, monetary and income
policies. The Finrance Ministry has indi-
cated that it plans to implement such
policies, While Israel’s $18.2 billion debt
is high, with rapid but feasible increases
in exports of goods and services, the
financial burden of servicing external
debt will become lighter.”

Despite many serious problems, in
particular the redeployment of military
units from the Sinai, the continuing
large oil import hill, and economic
stagnation in Western Europe and
North America, Israel achieved notable
economic success in 1981. All major
components of GNP grew impressively.
At the same time, the rate of inflation
dropped to 102%, still much too high,
but an improvement over the 111% and
133% rates recorded in 1979 and 1980,
respectively. Exports were up 5-6%
over 1980, while civilian imports in-
creased at a slightly higher rate.
Overall, the non-defense goods and ser-
vices deficit was probably between $2
and $2.5 billion, as compared with $2.1
billion in 1980. Further, since Israel's
foreign exchange reserves continued to
grow in 1981, it may be inferred that
net capital flows were sufficient to
finance the current account deficit and
the amortization of Israel's external
debt.

We should note however that the
austerity program introduced in 1980
was substantially eased early in 1981.
Excise taxes on many consumer items,
including cars, color televisions, toys,
sports equipment, records, shoes, stereo
equipment, and the like, were reduced
or eliminated; subsidies have been in-
creased; and income tax bracksts are
being adjusted with a view toward
reducing the burden of taxes. These
measures appear to have had the in-
tended effects: GNP growth at 4.8% for
1981, or more than double the 1980
growth rate; and a drop in the inflation
rate from 133% in 1980 to 102% in
1981. The longer-run impacts of these
measures are difficult to predict but
there is a real possibility that high sub-
sidies and reduced taxes can stimulate
consumption to a level consistent with
the goals of reducing inflation and
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maintaining balance-of-payments equi-
librium. There is evidence that the Gov-
ernment is also concerned about these
possihilities. In the latter part of 1981 it
again took steps to rein in aggregate
domestic demand.

Despite the progress achieved in
1981, Israel's basic problems remain
unresolved. It must find a way to con-
tain inflation and at the same time
restore equilibrium in the balance of
payments, and it must achieve these ob-
jectives without massive unemployment.

Over the next few years, Israel’s suc-
cess in sustaining progress towards
balance-of-payments equilibrium will
continue to depend to a large extent
first on whether it can carry out a dif-
ficult austerity program; second,
whether it continues to emphasize ex-
port growth; and lastly, whether it
maintains its cash outlays for military
purchases in line with available FMS
funds.

As in the past, the ESF cash transfer
program will be implemented on the
assurance from Israel that it will import
non-defense goods from the U.S. in an
amount at least equal to the cash
transfer level and that Israel will follow
agreed procedures for selecting dry
bulk carriers to ship grain.

]
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Local women in Jordan call Foo! - - e
the “American feeding.”

Jordan

In fiscal 1983 we are requesting $20
million for Jordan in Economic Support
Funds. This is $5 million more than is
currently planned for fiscal 1982, Of
the $20 million, $15 million would be in
the form of loans, with a 20-year repay-
ment period, appropriately reflecting
Jordan’s “‘middle income' status. Over
the past five years real growth in Gross
Domestic Product has averaged 9% per
vear. Jordan continues to enjoy an over-
all balance-of-payments surplus, stem-
ming from worker remittances, strong
export performance and economic assis-
tance provided under the Baghdad
Agreements (amounting to about $1.2
billion yearly).

Until fiscal 1982, the centerpiece of
our request was the $1 billion Magarin
Dam and Jordan Valley Irrigation Proj-
ect. However, the inability of the inter-
ested parties to resolve riparian issues
continues to make it impossible to begin
construction of the project. Again, no
request for financing Magarin is con-
tained in this budget.

However, water remains Jordan's
priority development problem. Per
capita daily consumption, approxi-
mately 13 to 15.6 gal. per day, is well
below the World Health Organization
minimum-safe health standard of 20.8
gal. Supply and distribution must be ex-
panded, and use, intelligently and con-
servatively managed. In fiscal 1983, $17
million of the $20 million requested will
be used for building water and sewer
systems for the towns of Karak and
Ma’an as well as technical assistance
to the national water authority. These
three projects are part of a country-
wide development plan for urban water
and sewerage services o deal with
problems derived from rapid urban
growth.

The balance of $3 million proposed
for fiscal 1983 is planned for the
Development Administration Training
III project to finance the training of
Jordanians in the United States.

Lebanon

Political discord and violence continue
to plague Lebanon. The central govern-
ment continuves to seek national recon-
ciliation and to extend its authority
throughout the country, but a variety of
illegal armed groups and militias are
reluctant to cooperate and frustrate the
government’s efforts. The pattern is dis-
tressingly familiar: Tensions can escalate
rapidly to crisis proportions and put the
lives of innocent civilians in jeopardy.
In fiscal 1983 the Administration is
requesting $8 million in Economic Sup-
port Funds of which $4.5 million will be
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channeled through U.S., Lebanese, and
international private voluntary organi-
zations operating in close coordination
with the Government of Lebanon. We
believe this is one effective way our
funds can support our political interests
in Lebanon. The funds requested will
continue our support of health, educa-
tion, credit cooperatives, vocational
training, and private social institutions.
These programs contribute directly to
the welfare of the Lebanese people,
especially lower income people most af-
fected by the civil strife. In addition,
the fiscal 1983 program will help
strengthen Lebanese institutions in the
reconstruction process by melding {1.S.
expertise with substantial flows of non-
U.S. funds. To this end, $1 million is
proposed for technical assistance to the
Council for Development and Recon-
struction and $2.5 million to establish
an authority to administer Lebanon's
national waste management program.

Oman

For Oman, we are requesting $5 million
in grant funds and $10 million in loans
for the Omani-American Joint Commis-
sion, the same level requested for fiscal
1982. The Joint Commission was estab-
lished in 1980 as a part of our ex-
panded economic. political, and security
relationship with Oman. The Joint Com-
mission finances development invest-
ments, offers opportunities for training,
and facilitates commercial and tech-
nological exchanges between the two
countries.

Oman, with its current oil revenues,
has substantial financial resources; yet
it remains a very underdeveloped coun-
try. With few natural resources other
than petroleum and a largely untrained
labor force, it faces the challenge of
developing an industrial capacity and
its modest agricultural and fishery po-
tential to meet the needs of its people.
as oil revenues diminish. The planned
aid programs wili assist the process of
equitable development in Oman and
provide tangible evidence to the Omani
population of the benefits of our broad-
ened relationship. The $10 million loan
is planned for a dam and related facili-
ties to increase the supply of water to
the capital city of Muscat,

Regional Activities

We are requesting $6.5 million to con-
tinue our modest development effort for
the West Bank and Gaza Strip. This
program finances small scale develop-
ment projects benefitting the predomi-
nantly rural and poor population. As in
the past, the program will be imple-
mented by U.5. voluntary agencies with
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Economic assistance to Turkey emphasizes economic stabilization.

Middle Eastern experience. Emphasis
will continue to be placed in the areas
of pre-school. vocational and higher
education, health, sanitation, and land
reclamation for agricultural develop-
ment and improved community water
systems.

We are also requesting $8 million in
fiscal year 1983 to fund activities that
can promote cooperation between Israel
and its Arab neighbors, especially
Egypt. Joint research projects have been
started in the marine sciences, e.§..
oceanographic, aquaculture and lakes
management, involving U.S.. Egyptian
and Israeli institutions; infectious
diseases: and psychological perceptions

AlD’s programs in Lebanon contribute
directly to the welfare of poorer people.

of the Middle East conflict. These ac-
tivities bring Arebs and Israelis
together on prob.ems of mutual interest
and may lead to self-sustaining relation-
ships. For fiscal 1983. funding will be
required for these on-going activities
and to finance new proposals in such
fields as agriculture, health. energy.
and water. We anticipate that other ac-
tivities will become possible as the nor-
malization process matures.

Finally under 'he regional program,
we are requestir.g $500.000 in fiscal
1983 lo finance studies which relate to
the design, implementation and evalusa-
tion of Economic Support Funds in the
Near East regior.

For Eorope, we ire requesting for
fiscal 1983 $350 miilion for Turkey and
$20 million for Fortugal.

Turkey

We plan to provide $350 million for
balance-ol-paymants assistance to con-
tinue support of Turkey's economic
stabilization prozram developed with
the help of the IMF, which continues to
monitor performance. We plan to pro-
vide the assistar.ce in the form of a
$250 million grant and $100 million
loan, repayable in 20 years with a five-
vear grace pericd and 5% interest
throughout. The Turkish government
has shown grea! political courage in im-
plementing its economic reform pro-
gram. It needs and deserves the con-
tinued support of its allies and friends.
We will do what we can do to encourage
this support.

29



The Turkish economic stabilization
program was adopted in January 1880.
Its major features are the mainienance
of a realistic foreign exchange rate,
elimination of government subsidies to
cover operating losses of most State
Economic Enterprises (SEEs), fiscal and
monetary austerity, elimination of most
price and interest rate controls, and
liberalization of the foreign investment
regime.

Turkey's performance in 1980 and
1981 provides strong evidence that the
new policies have taken hold. Whole-
sale prices, which doubled in 1980, in-
creased by only 25% in 1981. The gross
national product grew about 4.5% in
1981, compared to absolute declines in
1979 and 1980. Exporis surged in 1981.
This, coupled with strong growth in
remittances from Turkish workers
abread and modest import growth, led
to an improved halance-of-payments
outcome. The current account deficit
declined from about $3 billion in 1980
to $2.1 billion in 1981. Continuing assis-
tance is needed to maintain the momen-
tum of the stahilization program.

Portugal

The $20 million request in grant funds
for Portugal is in accordance with the
exchange of diplomatic notes dated June
18, 1979 between the United States and
Portugal regarding Lajes Air Base in
the Azores. In addition to military
assistance, the United States also
agreed to provide $80 million in eco-
nomic assistance, subject to Congres-
sional authorization and appropriation.

A nation’s human resources can be developed only through adequate training.

The fiscal 1983 funds will be in the
form of a cash transfer for the fourth
and final tranche which the Govern-
ment of Portagal plans to use for the
economic and social development of the
Azores, one of the least developed
regions of Portugal where the per
capita income of $700 is only one-third
the national average.

Overall, Portugal's economic situation
has improved markedly due 1o a consci-

Portugal’s ecenomic problems are evident in the quality of housing seen here,
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entious application of an IMF stabiliza-
tion program begun in early 1978, and
with balance-of-payments assistance
from 14 countries, including the United
States. In 1980 the gross domestic prod-
uct grew by 5.7%, inflation declined
sharply, and real wages increased for
the first time since 1976. However, the
balance-of-payments is deteriorating as
the result of drought, slowing export
growth and the oil import bill, and may
have reached $2 biilion in 1981, Financ-
ing the deficit should not pose a prob-
lem given Portugal's credit standing,
substantial gold reserves and access to
IMF resources,

For the next three years, AID will
oversee the completion of several on-
going projects and continue to provide
some technical assistance and training.
The pipeline has been reduced to $30
million and the current program should
be terminated by the end of 1984, ex-
cept for commitments to the Azores
related to Lajes Air Base.

Development Assistance
Programs

In addition to these ESF programs, we
are requesting $45.4 million in Develop-
ment Assistance funds for programs in
Morocco and Yemen and for regional
activities. In comparison to the ESF pro-
grams in the Near East thesa requests
are modest. Nevertheless, they will
finance programs critically important to
the development plans of these coun-
tries,
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Moroccan villagers wait to draw water from the village pump.

Morocco

Morocco is a long-standing friend and a
country with considerable interest in
U.S. trade and investment. Almost half
the 21 million people subsist at poverty
levels, Morocco faces an array of
serious economic problems. The 1981
drought—the effects of which continue
into 1982—severely reduced agricul-
tural production, making it necessary to
import 3 million tons of grain and
thereby widening the trade deficit to
about $2 billion. The economy is further
hampered by the cost of the Sahara
conflict, low productivity in agriculture
and many public enterprises, almost
total dependence on imported energy. a
3% population growth rate, and exces-
sive import demands. The Moroccans
are presently negotiating a one-year
IMF standby credit and a Compensatory
Financing Facility {cereals option) ar-
rangement which would help the ailing
economy through its current severe
financial squeeze. Morocco will depend
heavily on external concessional aid in
the next few years to help with its
domestic problems and to enable it to
finance its heavy debt service obligs-
tions, currently estimated at more than
30% of foreign exchange earnings.

In fiscal 1983, a total of $13.5 million
in grant funds is requested to directly
address key Moroccan long-term devel-
opment problems. AID’s agricultural
program is increasingly focused on rain-
fed areas where productivity is low and
where most of the rural poor live. Proj-
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ects in the agricuiture sector include
cereals production, applied research.
and range management. Qur high-
priority family planning project is show-
ing progress as results of pilot activities
are being replicated on an expanded
scale in several areas of the country.
The health program will include a con-
tinuing management{ improvement ac-
tivity and a nulrition project which in-
tegrates Development Assistance grants
with PL 480 food resources. Other basic

. |
U.S. Economic Assistance to

the Near East

Fiscal 1883
{$ millions)

Economic Support Fund 1.963.
Egypt 750.0
Israel 785.0
Jerdan 20.0
Lebanon 8.0
Oman 15.0
West Bank/Gaza 6.5
Regional Cooperation 8.0
Project Development and Support .5
Portugal 20.0
Turkey 350.0
Development Assistance 45.4
Morocco 13.5
Yemen 27.5
Regional 4.4

needs in Morocee are addressed through
a low-cost housirg program which com-
bines Housing Guarantee and technical
assistance and a training activity to im-
prove the skills o7 government managers.

Yemen

We are requesting $27.5 million in
Development Assistance grant funds for
the Yemen Arab Republic (YAR) in
fiscal 1983. Yemen's geographic loca-
tion makes the country’s stability and
prosperity impor-ant to its oil-producing
neighbors and to the United States. The
YAR is plagued ty a low-grade guerrilla
war fueled by the People’'s Demoacratic
Republic of Yemen. The United States
attaches great importance to the securi-
ty and independence of the Yemen Arab
Republic. We strongly support the right
of the Yemeni peaple to develop their
political, econom.c. and social insti-
tutions according 1o their own wishes
and without fore:gn intervention. The
U.S. assislance program. by addressing
the economic and: social causes of
instability and pcverty, both supports
this goal and helps promote 11.S. inter-
esis in maintaining the stability and
security of the region.

While Yemen is a very poor country
by usual social-economic indicators. its
GNP grew explosively through most of
the 1970s. However, as remittances
peaked and then began to decline,
foreign exchange reserves declined.
government deficits have appeared and
the balance-of-payments deficit has
worsened dramaically. Given a very
meager natural resource base. the
YAR's most prowising approach to
development con'inues to be the mobil-
ization of the covntry’'s human
resources for agriculture and other sus-
tainable enterprises.

Our development effort in Yemen
focuses on s broadly based program of
training and technical assistance to
develop human resources and institu-
tional capacities in such key sectors as
primary educaticn. agriculture, water
resources. and rural development. In
implementing this approach we are
relving heavily on U.S. universities and
private voluntar agencies. Of the $27.5
million requestec, $25 million is for on-
going projects.

Regional Projects

In addition to these country programs
$3 million is requested to continue a
scholarship program for students from
the Near East arca at the American
University of Beirut, $500.000 for proj-
ect development and suppor! require-
ments. and $900.200 for a new regional
population activities project. Z
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LATIN AMERICA:

The Economic and
Political Challenge

Aid programs
strive for
equitable
growth,
democratic

framework.

A statement by

Otto ]. Reich

AID Assistant
Administrator for Latin
America and the

Caribbean

32

The countries of Latin America and
the Caribbean are of fundamental
and growing importance to our national
security.

Latin America and the Caribbean ac-
counted for $39 billion of U.S. exports
in 1980, making it second to Western
Europe as a market for our products.
The region also accounts for 73% of all
U.S. foreign direct and financial invest-
ment in the developing world. Ten
million acres of U.S. cropland produce
exports to our neighbors to the south,
while we, in turn, depend on them for
raw materials and other commaodities.

The flow of this commerce and
finance is essential to our own
economy’s ability to increase export
earnings and create new jobs for U.S.
workers. Exports account for one out of
every nine manufacturing jobs in the
United States, and the importance of
foreign sales to our income and employ-

ment is likely to be even greater in the
future. Our trading partners to the
south, however, are faced with growing
economic problems. Worldwide
economic stagnation, high petroleum im-
port hills for most, lower prices for ma-
jor export commaodities, a decline in
teurism and high debt-service obliga-
tions have put severe strains on the
balance-of-payments positions of many
of these partners and their ability to
carry out programs designed to bring
about economic growth and develop-
ment. Some face serious stresses aris-
ing from population pressures, resource
scarcities and environmental degrada-
tion. Persistent, deep-rooted economic
problems, in turn, have given rise to
political strains and mounting terrorism.

Our national interest requires the
unimpeded use of the sea lanes adja-
cent to North America and the Panama
Canal. Half of U.S. trade including oil
passes through the Panama Canal or
the Gulf of Mexico.

Geographic proximity to Latin Amer-
ica and the Caribbean affects us in
other ways. We are challenged, for ex-
ample, by the increased flow of illegal
immigrants and narcotics across our
borders. To meet these problems we
need to cooperate justly and generously
with the countries involved.

Economic problems and inter-related
social and political tensions have been
growing in the region, particularly in
the Caribbean Basin. The weakness of
the international economy is making it
difficult to implement the recovery pro-
grams sorely needed. In many cases, a
legacy of unbalanced development and
misguided economic policies has made
domestic political conditions more
volatile. The tensions so created con-
tributed to the violence in El Salvador
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and threaten to do so also in neighbor-
ing countries. President Reagan’s ini-
tiative in the Caribbean Basin has
grown out of our concern for the
political and economic deterioration.

El Salvador is beleaguered by the el-
forts of guerrilla subversives to destroy
the economy. No reasonable political
solution can be attained on the
economic ruins of that country. There is
no political victory if the country is
destroyed.

In Nicaragua, where revolutionary
change has already occurred, our in-
teresis lie in support of a pluralistic
society.

In Costa Rica, our immediate interest
is to assist the country to recover from
its most serious economic crisis since
the 1930s. Costa Rica has traditionally
been an example of democracy at work,
demonstrating over most of the last two

decades that an open society and free
market economy can achiave high rates
of growth while spreading the benefits
of growth widely. Costa Rica's continued
well-being is vital as a stabilizing influ-
ence in the region and is critical to our
long-term interests.

In Panama. progress continues in ef-
forts to foster a democratic political
system and an economic and social en-
vironment conducive to improvement in
the economy and in the successful op-
eration of the Canal. Modest gains have
been experienced in all sectors of the
economy except agriculture.

In the Caribbean, it is essential that
we bolster the economies of the area
with self-sustaining productive activity
and more job opportunities in order to
avert greater frustration and a turn to
radical solutions antithetical to tradi-
tional values.

Latin America and the Caribbean accounted for $39 billion of U.S. exports in 1980.
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Jamaica. after the crucial elections of
October 1980, has designed an ambi-
tious economic recovery program,
begun the structu-al adjustment proc-
ess. and assembled substantial support
for its efforts frory the international
donor community and the private sec-
tor. Progress toward economic recovery
has been undercul by a soltening of the
inlernational mar<et for bauxite and
carryover effects of the years of
economic decline. Jamaica did, how-
ever, register its first year of positive
growth in 1961 after seven consecutive
years of steady economic decline.

Guyana reported a slight rise in 1980
in its per capita gross domestic product.
which had been on the decline for three
consecutive years. However, severe eco-
nomic problems persist due to low pro-
ductivily and fall:ng prices of its export
products, such as bauxite. sugar and rice.




The Eastern Caribbean Islands of St.
Kitts-Nevis, Antigua, Montserrat,
Dominica, St. Lucia and St. Vincent dif-
fer considerably in their stages of
development, but through the provision
of common government services and
other means these islands seek to work
together to minimize the inherent diffi-
culties that their small island economies
face. Because investment has been stag-
nant, enemployment is near 50% among
young adults in some islands. Private
sector production is hampered by small
domestic markets, expensive and ir-
regular cargo transport, the emigration
of skilled workers, and a paucity of
medium-to-long-term financing for new
productive enterprises. The Barbadian
economy has been a strong performer,
together with that of Trinidad and
Tobago. Grenada remains troublesome
due to its political orientation, a situa-
tion that could repeat itself in other
countries unless their economies
recover and a sense of frustration is
overcome.

The island of Hispaniola, shared by
Haiti and the Dominican Republic, con-
tains most of the population of the
Caribbean outside of Cuba. Haiti re-
maing by far the poorest and least
developed country of the Western
Hemisphere. Years of isolation and
neglect have left its social, economic.,
educational, and legal institutions in
ruins. Haiti is heavily dependent on U.S.
trade, but an increasing number of U.S.
businesses are beginning to invest
there. A major effort is needed to
alleviate poverty in Haiti, but it will be
difficult to set in motion and will not
bear fruit quickly. Recently the Govern-
ment of Haiti announced policy and per-
sonnel changes which appear to im-
prove its management of the economy.

The Dominican Republic has been
severely affected by a plunge in world
prices of all of its major exports—
sugar, coffee, cacao, ferro-nickel and
bauxite. The democratically elected
government is attempting to deal with
the couniry's problems by tightening im-
ports, credit and public sector spending.
In the meantime, preparations are con-
tinuing for the presidential elections
scheduled in May.

South America, on the whole, is more
developed than Central America and
the Caribbean. Except for three coun-
tries—Bolivia, Ecuador and Peru—AID
programs have been terminated or are
in the final phases of termination.
Bolivia, the poorest country of South
America, has heen plagued by political
and economic instability. The most re-
cent government, which assumed power
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Poverty still affects one-third of the region’s people.

on Sept. 4, 1981, has given some indica-
tion of its recognition of the need for
changes but has vet to implement the
political and socio-economic reforms
that are sorely needed. AID is monitor-
ing Bolivia’s efforts to improve human
rights and narcotics probiems.

Ecuador, despite being a modest ex-
porter of petroleum, remains one of the
least developed countrigs in South
America. Declining real exports and
growing resource gaps are limiting the
country’s ability to meet the basic
human needs of large segments of its
population. In Peru, the government
elected in July 1880 has taken bold ini-
tiatives to stabilize the economy and to
promote long-term, broadly based
growth. The facus is on the creation of
jobs and increasing real incomes of the
poor. These are difficult tasks, especial-
ly for a government which faces rising
expectations generated by the return to
democracy.

The Dimensions and
Significance of Lack of
Development

The worsening situations faced by many
of the countries of Latin America and
the Caribbean, particularly in the
Caribbean Basin, call for increased ef-
forts on our part to help restore eco-
nomic and political stability and to pro-
mote equitable economic development in
the region.

Poverty still affects one-third of the
region's population and an average of
40% to 50% of the people in AID-
assisted countries. In rural aceas. the
figures are even higher. Open unem-

ployment rates have risen to 20% or
30% of the economically active popula-
tion in much of the Caribbean and Cen-
tral America, and many of those who do
have jobs are underempioyed.

Prospects for the rapid alleviation of
poverty and unemployment are limited.
Likewise, there are no quick fixes to the
problems of resource scarcities and en-
vironmental degradation. It will also
take time to correct the inefficiencies
engendered by misguided economic
policies. As the region's population ex-
pands by 60% to 70% over the next
two decades, the United States must im-
prove its ability to identify emerging
problems and assess alternative
responses. Most importantly, it must he
willing to support these responses with
definite courses of action.

AID Strategy

AlID's sirategy is to help strive for the
alleviation of poverty, the achievement
of self-sustaining growth, the enhance-
ment and respect for individual civil
and economic rights, improvement in
the socic-economic status of countries
of Latin America and the Caribbean in-
to an open and equitable international
economic system. Central to this
strategy will be a stronger effort to en-
courage and foster private enterprise
as a major component of the develop-
ment process. Qur help to the private
sector will consist primarily of en-
couraging the allocation of adequate
resources toward private-sector credit
and or foreign exchange needs, par-
ticularly the imports of raw materials
and intermediate goods, thus facilitating
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domestic produclion and employment
without a further deterioration in the
balance of payments.

Not only does this strategy spring
from our humanitarian tradition, but we
also see it as the most effective way of
furthering U.S. interests. For this pur-
pose, we will continue to werk closely
with other instruments of U.S. interna-
tional economic policy and to harmonize
our approaches for the acceleration of
economic growth and development.

We also will work closely with institu-
tions that are needed to support the ex-
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AlD's strategy is to alleviate poverty and achieve growth in an equilable economic system.

Ending poverty will depend upon creating sufficient jobs.

panded efforts of the private sector.
Our efforts, however, must be pre-
dicated on the wholehearted coopera-
tion of the governments and citizens of
the other countries. This effort will
work better if they are strongly com-
mitted to equilable development and
sound economic policies. This collabora-
tive approach will also be used in
securing the continued assistance of
other bilateral and multilateral donors,
since the needs go far bevond the capa-
bility and responsibility of this or any
other single nation, We will discuss, with

other donors including the International
Monetary Fund. the World Bank and
the Inter-Americun Development Bank.
passible reform measures to ensure that
external assistance is ulilized effec-
tively so as lo have the greatest possi-
ble impact on increased production and
employment generation.

Fiscal 1983 Program
The proposed program for fiscal 1983
totals $600.6 mil ion: $326 million.
Economic Support Fund {ESF} monies:
and $274.6 millicn. functional Develop-
ment Assistance. Of the combined total.
$305.4 million would be provided as
loans and $295.2 million as grants.
Other proposed 1).S. assistance to Latin
America and the Caribbean includes
$185.2 million :n PL 480 assistance and
£118 million in Housing Guaranties.

Thirteen bilateral programs and
three regional pragrams will be the
vehicles for the i nplementation of the
program, Of the Development Assis
tance and ESF resources programmed,
some $297 millio:, or 49%. will be pro-
vided to Central America: $196.6
million, or 33%. 0 the Caribbean: $40
million, or 7% to South America: and
$67 million, or 1%, for the LAC
Regional program.. which may be used
for emergency ESF assistance. and to
support such programs as those of the
American Institute for Free Labor
Development and the Partners of the
Americas. The proposed Development
Assistance program is divided among
AID's functional sectors as follows:
¢ Agriculture, Rural Development. Nu-
trition: $127 mithion
» Population Plamning: $13 million. or
* Health: $23 million
* Education and Human Resources
Development: $40 million
s Selected Development Activities: $71
million

Here is a brief summary of what we
will be doing in cach of our functional
sectors and with the Economic Support
Funds:

Agriculture, Rural Development and
Nutrition

Emphasis in this key sector continues
to be on agricultural research, exten-
sion, and supporting activities that will
resull in greater food production. higher
incomes, and inc-eased employment for
small farmers and other poor people in
rural areas. In Peru. a new watershed
managemen! proiect will introduce ir-
rigation systems, soil conservation,
forestation and crop improvement pro-
grams in the sierra and high jungle
areas. This is particularly important
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Roadbuilding in Haiti, the Hemisp

since only 3% of Peru's land base is
considered suitable for intensive agri-
culture. Other new projects include
agricultural education in Jamaica and
agricultural planning in Panama. Ongo-
ing projects in several other countries
will continue to stress conservation of
natural resources, forestry, fish ponds
and prometion of agro-industrial ac-
fivities.
Population Planning

These funds provide support for
voluntary family planning services and
contraceptives for the rural poor
through paramedical workers and the
private sector, as well as other ac-
tivities designed to reduce the rapid
population growth rate in the region.
Much of this program is carried out by
local private groups.

Health

Funding in the health sector provides
for continuation of existing programs,
especially low-cost delivery systems, as
well as a new project in Peru to improve
rural water systems and sanitation.

Education and Human Resource
Development

Activities financed under this account
will continue to focus primarily on re-
lieving critical shortages of managers,
administrators, technicians, and subpro-
fessionals in both the public and private
sectars. A new project in this area will
be initiated in Jamaica. At the same
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here's poorest country,

time, we will continue our support for
rural primary education and for non-
formal vocational and adult education.

Special Development Activities

This sector will continue funding for
a variety of activities, such as alter-
native energy programs, small com-
munity initiated projects and numerous
projects undertaken through private
voluntary organizations. In addition, we
will be assisting the private sector by
transferring modern technology and

Harvesting coffee, a major export product in
Costa Rica.

management practices (Ecuador),
furnishing loans and technical assis-
tance to small businesses that normally
cannot borrow from commercial finan-
cial institutions {Haiti and Peru) and
supporting other programs. An in-
novative program in the Caribbean
region will establish an inter-island
shipping and marketing system with
private-sector participation.

Economic Support Fund

AID will direct these funds to support
stabilization and recovery programs in
the Caribbean Basin. Balance-cf-pay-
ments support will be provided to Costa
Rica, El Salvador, Honduras, Jamaica,
and the Eastern Caribbean. Other assis-
tance will be targeted largely in support
of private-sector activities in industry
and agricuiture. The Private Sector Pro-
maotion project in Honduras will revital-
ize the private sector’s role in produc-
tion and employment, while a small
grant to Jamaica will provide for tech-
nical consultancies and training.

The countries included in the Latin
American and Caribbean region face
growing economic problems, sometimes
combined with political instahility.
These problems often are exacerbated
by rapid population grewth, high
unemployment, rising balance-of-pay-
ments deficits, and restrictive national
policies which aggravate rather than
ameliorate the conditions affecting the
individual countries.

The Agency for International Devel-
opment remains committed to its tradi-
tional roles in the areas of small-farm
agriculture, health, population, educa-
tion and human resource development.
At the same time, we remain sensitive
to the need to counter persistent and
deep-rooted economic problems which
have often resulted in varying degrees
of poalitical turmoil. Thus our mix of
projects must include quick-dishursing
mechanisms that accelerate production
and create jobs in the private sector, as
well as activities that address long-term
concerns. We realized long ago that the
resources available to the Agency are
not sufficient for the task. Therefore,
we have assumed the additional role of
catalyst and risk taker, attracting com-
plementary public and private resources.
Our efforts will continue to be directed
to those countries which have demon-
strated a willingness to implement
appropriate policies upon which sound
development programs can be carried
out. Our national interests can best be
served hy working toward the goal of
sustained, broadly-based growth within
a framework of economic and political
freedom. O
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Agriculture

Farms, Food and Growth
(March)
James F. Bednar

Focus: Thailand
{Aprit)
Beity Snead

The Family Minifarm
(April)
Mitch Salomon

Appropriate
Technology

Rethinking Fossil Fuels
{January/February)
Charles Bliss

The Renaissance of
Windpower

(April)

Philip C. Cruver

AID Programs &
Projects

AID: Balancing Critical Needs
{May)
M. Peter McPherson

Private Enterprise: Key to
Third World Growth

(April)

Elise T.W. du Pont

The Population Factor
{April}
James F. Bednar

Africa

Africa: Development Now More
Difficult, More Urgent

{May)

Frank S. Ruddy

Marshaling Support for
Development

{April)

Stephen Low and
George J. Pope

National Energy Planning
{January/February)
Pamela Baldwin

Asla

Asia: Continuing Growth and
Stabilization

{May)

Eugene S. Staples

On the Air: Radio Thailand

{Aprif)
Betty Snead

Latin America and
the Caribbean

Caribbean Basin Initiative

(May)

President Ronald Reagan
M. Peter McPherson

Latin America: The Economic
and Political Chalienge

{May)
QOtto J. Reich

Proving Ground for 'Magic of
the Marketplace’

{April)
Maxine Stough

' Near East

AID andg Egypt
{March)
| W. Anloinette Ford

Egypt: In Pursuit of Progress
i (March)
" James F. Bednar

- Every 20 Seconds . ..
. (March)
James F. Bednar

Farms, Food and Growth
{March)
James F. Bednar

Making the Most of People
{March}
James F. Bednar

Near East: Peace and Security
. (May)
W. Antoinette Ford

The Population Factor

{March)
James F. Bednar

The Power Behind the Push
{March}
James F. Bednar

Stopgap
{March}
James F. Bednar
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Development Approaches

Stopgap
{March)
James F. Bednar

Marshaling Support for
Development

{April}

Stephen Low and
George J. Pope

Education

Making the Most of People
(March)
James F. Bednar

Energy

Changes That Last
{January/February)
David Jarmul

Energy News Driefs
(January/February)

National Energy Planning:

Cornerstone
{January/February)
Pamela Baldwin

The Power Behind the Push
(March)
James F. Bednar

The Renaissance of
Windpower

(April)

Philip C. Cruver

Rethinking Fossil Fuels
{January/February)
Charles Bliss

Thinking Small
{(January/February)
Allen R. Inversin

what About Nuclear Power?
{(January/February)
Joseph R. Egan

Environment/Ecology

Changas That Last
(January/February)
David Jarmul

Exting ion is Forever
{April)
Alexanderina Shuler

Health

The Family Minitarm
(April)
Mitch 3alomon

Interdependence

National Energy Planning:

Correrstone
{January/February)
Pamela Baldwin

We an3 They: Meeting Each
Other's Needs
(January/February}

What About Nuclear Power?
{January/February}
Joseph R. Egan

Straini1g at the Seams
(March)
James F. Bednar

They Call it the "American
Project”

. (March)
. James F. Bednar

U.S. Policy

AID and Egypt
{March)
W. Antoinette Ford

; New and Alternative Sources

Shape Policy
{Janua-y/February)

Private Enterprise;: Key to
Third Worlkd Growth

{April}

Elise T.W. du Pont

Proving Ground for "Magic of
the idarketplace’

{Aptil)

Maxine Stough

Viewpoint

Free Varkets and the
Genarals

{April)

Milton Friedman

What about Nuclear Power?
{January/February}
Joseph R. Egan
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