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President's Letter of Transmittal

To the Congress of the United States

Transmitted herewith is the Annual Report of the Foreign As-
sistance Program of the United States for Fiscal Year 1962. The
report was prepared under the direction of the Administrator of the
Agency for International Development, with the cooperation and
participation of the Department of State and the Department of
Defense. '

The period covered by this report was a time of careful examination
and appraisal of our aid program. More than that, it was a year of
progress and achievement. As a result of this scrutiny, new and more
stringent criteria were designed to determine eligibility for United
States assistance. A reassessment of our objectives resulted in estab-
lishing increasingly practical goals. Better operational procedures
were developed and set in motion. In addition, a whole series of steps
was taken within the Agency for International Development to unify
and coordinate the administration of the program.

Congress has created the tools by which we seek to attain our foreign
objectives and strengthen the security of the United States. Our
assistance program is one of these tools, if not the principal one. The
future of the free world, as well as the destiny of millions subject to
tyranny and oppression, rests upon how well we use these tools. We
shall continue to search for ways in which we may become more skillful
artisans in the job of building a world of peace and freedom.

/4 /AQ

Tue Warre House
August 28, 1963.
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Report to the Congress on Foreign

Assistance Program
for Fiscal Year 1962

I. INTRODUCTION

Fiscal year 1962 was one of the most significant periods in the
history of the foreign aid program. Fundamental changes were
made in the conception and organization of foreign assistance. On
the foundation of the old program, which had been designed for the
needs of an earlier time, was erected a new program designed for
the needs of the 1960’s—the Decade of Development.

On September 4, 1961, the Foreign Assistance Act of 1961 was
signed into law. This new legislation, the first -basic foreign assist-
ance statute since the Mutual Security Act of 1954, estabflished the
framework for the new foreign aid program.

Meanwhile, basic changes in the structure and administration of
the aid agency were formulated by a Presidential Task Force on
Foreign Economic Assistance headed by Henry R. Labouisse.

On November 4, 1961, the Agency for International Development
(AID) was created as successor to the International Cooperation
Administration. Based on the Foreign Assistance Act, as well as
the recommendations of the Presidential Task Force, AID was made
responsible for foreign economic assistance and for coordinating
military assistance. The Development Loan Fund, created in 1957,
was incorporated into the new agency. AID also was made re-
sponsible for economic aspects of the Food for Peace program, and
for administering loans to American businesses from local currencies
generated by agricultural sales—the so-called “Cooley Loan Program.”

Another feature of the year was the launching of the Alliance for
Progress by the signing on August 17, 1961, of the Charter of Punta
del Este, a formal agreement among 20 nations to build together. a
prosperous and democratic Western Hemisphere. Earlier in the
year Congress had approved a special appropriation of $600 million
for the Alliance.

Also significant was the formation on October 1, 1961, of the
Organization for Economic Cooperation and Development (OECD),
which was comprised of Western Europe, the United States, and
Canada. Although not a member of the OECD, Japan was a mem-
ber of the Development Assistance Committee (DAC) which had
the function of expanding and coordinating foreign aid efforts of
donor countries. This marked the beginning of a new emphasis on
cooperation among donor nations, as well as on increasing the level
and improving the terms of aid provided by our European allies,
Canada, and Japan.
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II. THE NEW PROGRAM

Foreign Assistance Act of 1961

On September 4, 1961, the Foreign Assistance Act of 1961 was
signed into law. This act reaffirmed the importance of the foreign
assistance program in the total scheme of American foreign policy.
Once again, Congress declared that the foreign assistance program is
“a primary necessity, opportunity, and responsibility of the United
States.” Congress further declared that it is the purpose of the
United States through its foreign assistance program “to help make
a historic demonstration that economic growth and political democ-
racy can go hand in hand to the end that an enlarged community of
free, stable and self-reliant countries can reduce world tensions and
insecurity.”

Besides authorizing development grants and technical cooperation,
Congress authorized for the first time a 5-year program of long-term
development lending. Subject only to annual appropriations and to
criteria stated in the law, commitments for long-term loans can be
made under this authority on such terms and conditions as the
President may determine.

Congress also authorized an expanded program of investment guar-
anties for stimulating the flow of private investments into less-
developed countries.

A program of development research was authorized for the first
time for the purpose of improving the effectiveness of foreign assist-
ance and stepping up the process of development.

Task Force on Foreign Economic Assistance

While Congress was working on passage of the new Foreign As-
sistance Act, the executive branch was working on plans for reorganiz-
ing the administration of the foreign assistance program. A Presiden-
tial Task Force on Foreign Economic Assistance, headed by Henry R.
Labouisse, was appointed to develop the program, legislation, and
organization for carrying out the new concepts enunciated by the
President in his March 22, 1961, message to Congress.

Establishment of AID Marks New Chapter in Foreign
Assistance

In accordance with the guidelines set forth in the Foreign Assistance

Act of 1961, as well as the recommendations on program and adminis-

trative reorganization made by the Presidential Task Force on Foreign



Economic Assistance, the Agency for International Development was
established in the fall of 1961 as successor to the International
Cooperation Administration.

Between the passage of the Greek-Turkish aid bill in 1947 and
the establishment of AID in 1961, the foreign aid program passed
through a series of phases, each of which was a response to the chal-
lenge of the time.

During the first phase, 1948-53, two historic events occurred. The
first was the launching of the Marshall Plan, a recovery program for
putting Europe back on its feet economically and politically. The
second was the initiation of “Point Four,” a program of technical
agsistance to less-developed countries.

In 1950, events in Korea made it necessary for us to change our
approach to the problems of the less-developed countries. Communist
aggression in that country made it clear that if the less-developed
countries were to survive—especially those bordering on the Commu-
nist world—technical assistance would have to be supplemented by
military aid. The first Act for International Development passed by
Congress in 1950, therefore, was augmented in 1951—the beginning
of the second phase—by a mutual security program for military assist-
ance to less-developed countries. Under this new program, military
assistance was also provided to Europe, where the presence of powerful
Communist armies necessitated a similar strengthening of free world
defenses. The Mutual Security Agency (MSA) was established as
successor both to the Economic Cooperation Administration which
had administered the Marshall Plan, and the Technical Cooperation
Administration. When President Eisenhower assumed office, the
Foreign Operations Administration (FOA) was established as suc-
cessor to MSA.

By 1956—the beginning of the third phase—the immediate military
needs of Europe and the less developed countries had eased somewhat
and new emphasis had begun to be placed on economic development.
The beginning of this new phase was signified by the establishment of
the International Cooperation Administration. In 1957, at the urging
of Congress, the Development Loan Fund was established to permit
long-term lending at reasonable rates of interest to countries engaged
in economic development programs. This was the first real emphasis
on development loans, which today are a major tool of the foreign
assistance program.

The sale of agricultural products—and the use of funds from those
sales for economic development purposes—was also increased when
Congress in 1954, passed Public Law 480, which became the Food for
Peace program,

By 1961—the beginning of the fourth phase—the conditions which
governed the foreign aid program during the 1950’s had changed sub-
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stantially. Europe had completely recovered from the ravages of war.
The need for large-scale military assistance had been reduced. While
there had been a decrease in overt Communist aggression, the danger
of internal subversion had increased. A new approach to the problem
of Communism was required. New approaches also were required with
respect to economic development. To meet these needs, new working
concepts were set forth as the basis for the operations and organization
of the Agency for International Development:

1. Long-term development assistance based on well-con-
ceived program plans prepared by the developing countries
in cooperation with the United States will result in
significant progress toward self-sustaining growth during
the 1960’s.

2. Assistance will be successful in relation to the ability and
willingness of developing countries to help themselves.

3. Aid programs will be tailored to the capacity of a country
to use assistance effectively, as well as to the varied needs
of different countries with respect to the threat of Com-
munism. The nature of the aid to be used will depend on
the situation in the particular country.

4. In order to encourage self-help, loans on reasonable terms
are preferable to grants for long-term development, and
repayment should be in dollars rather than local currency.

5. Assistance to the less-developed countries is the collective
responsibility of the developed countries and a greater
share of the responsibility for aid should be borne by our
allies.

These premises represent a major shift of emphasis in the working
concepts underlying the foreign aid program.

The Lessons of Experience

During the past 10 years, most foreign aid has been in the form of
grants. Initially, most loans were “soft” loans—repayable in local
currencies rather than in dollars—which created problems with
respect to the use of soft currencies received as repayment.

Experience has emphasized the importance of predicating aid on
self-help and internal reform on the part of receiving countries. It
became clear that “performance standards” were needed in order for
external assistance to be effective.

Experience also clearly demonstrates the need for an approach
based on carefully constructed country development plans formulated
by the developing country in cooperation with the United States.
Most programming during the past 10 years was on an individual proj-
ect basis. Under the new system, programs are developed and projects
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evaluated from the standpoint of their relationship to general
development needs.

Administration Reorganized

The administrative machinery of the foreign aid program was ex-
tensively reorganized during the fall of 1961 on the basis of a thorough
study of administration by the President’s Task Force on Foreign
Economic Assistance. Primary responsibility for operations was
shifted from functional offices to geographic offices. Four regional bu-
reaus representing Latin America, Furope and Africa, the Near East
and South Asia, and the Far East were established, each headed
by an assistant administrator, responsible directly to the Adminis-
trator of the Agency.

Other units were established as supporting offices. An Office of
Development Finance and Private Enterprise was created to establish
standard policies and procedures for all capital assistance, to review
all loans, to coordinate AID loans with those of other Government
agencies, and to promote U.S. private investments as well as the mo-
bilization of private capital within the less-developed countries. An
Office of Engineering was established to develop engineering policies
and standards and to oversee engineering practices in the Agency. An
Office of Material Resources was created to administer the use of U.S.
Government excess property and agricultural commodities as a part
of the foreign assistance program, and to work with American vol-
untary agencies in providing relief and rehabilitation assistance to
less-developed countries. A Program Review and Coordination Staff
was established for agencywide program and policy planning, eco-
nomic analysis, and the review and coordination of all AID programs
as well as military assistance activities.

A complete review of personnel was made during the transition
from ICA to AID, and 274 ICA employees were not rehired. New
chiefs were appointed for many AID country mission teams, and a
completely new administration was recruited.

Appropriations for Fiscal Year 1962

" Congress appropriated $3,914.6 million for the foreign assistance
program for fiscal year 1962, and an additional $600 million for Latin
America for a total of $4,514.6 million. Broken into component parts,
$1,112.5 million was provided for development lending ; $296.5 million
for development grants; $425 million for supporting assistance;
$1,600 million for military assistance; and $275 million for the con-
tingency fund. These appropriations reflect the shift from grants
to loans, and the strengthening of long-term economic development
compared with short-term spending for security objectives.
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III. THE ALLIANCE FOR PROGRESS
The Act of Bogota

The Alliance for I'rogress represents the first cooperative effort by
a group of nations to modernize an underdeveloped region of the
world in its entirety—and to do so according to goals and standards
agreed upon by the countries concerned.

The 1960 Act of Bogota, an official action of the Council of the
Organization of American States (OAS), set in motion some of the
developments that led to President Kennedy’s proposal for an Alliance
for Progress. The Act of Bogota recommended measures for social
improvement and economic development. It took note of the decision
of the United States to establish a special fund for Latin American
social development (the Social Progress Trust Fund), and urged the
Organization of American States to sponsor meetings for promoting
multilateral cooperation for social and economic progress in Latin

Armerica.

The Social Progress Trust Fund

The Social Progress Trust Fund—designed to build homes, schools,
water systems, and similar projects—was established by the United
States in the spring of 1961, and financed with $394 million of the
$500 million Congress appropriated for an Inter-American Program
for Social Progress (IAPSP). The fund is administered through the
Inter-American Development Bank (IDB).

Charter of Punta del Este

The Alliance for Progress was proposed by President Kennedy on
~ March 13, 1961, and its charter was signed at Punta del Este, Uruguay,
by all members of the OAS except Cuba.

The Charter is a formal agreement by the signatory countries on
a program of action. Goals are stated along with programs required
for their achievement. These are the principal goals for the decade of
the 1960’s asstated in the charter:

To achieve sustained growth of per capita income and self-
sustained economic growth of not less than 2.5% per capita
per year;

To achieve more equitable distribution of national income
and a higher proportion of the national product devoted to
investment while maintaining stable price levels;

To achieve economic diversification, involving reduction of
dependence on exports of primary products, and stablization
of export earnings; and to raise agricultural productivity as
well as encourage agrarian reform;



To eliminate adult illiteracy and by 1970 to assure access
to at least six years of primary education for each school-age
child;

To improve health conditions, including the increase of life
expectancy by a minimum of five years;

To increase low-cost housing construction;

To strengthen existing arrangements for economic integra-
tion.

In order to achieve these objectives, it is agreed in the chapter that
certain requirements will have to be met:

1. Development programs shall be in accord with democratic
principles.

2. Development shall be based on the principle of self-help stated in
the Act of Bogota, and on maximum use of domestic resources.

3. Developing countries shall be assisted by adequate outside capital
on terms which are compatible with development needs and
capabilities.

4. Private as well as public institutions shall be strengthened in
order to make more effective use of domestic resources. The fruits
of progress shall be fairly distributed.

The Punta del Este agreement provided that at least $20 billion
of outside capital shall be made available to Latin America during the
coming 10 years.

The agreement also called for development plans to be prepared as
soon as possible by all Latin American countries. A committee of nine
experts, the “Panel of Nine,” was established under the agreement to
advise governments on their plans, as well as to assist with regional
economic integration and commeodity stabilization.

The charter sets forth guidelines for improving and extending re-
gional economic integration, and makes specific suggestions for meas-
ures to stabilize commodity markets.

The First Year of the Alliance

During fiscal year 1962 the Alliance concentrated on long-range de-
velopment goals and on improved planning. This concentration was
intended to convert aid from a series of scattered projects into an inte-
grated program designed to serve the larger goals of social justice and
economic development, thus bolstering the political independence of
the Latin American states against Communist infiltration and subver-
sion. The program calls on the Latin American peoples and govern-
ments themselves to contribute some 80 percent of the total resources
deemed necessary for success. The major burden for fundamental
economic and social reforms thus rests upon Latin America. One of
the key elements in the program is a commitment to social reforms
which the Latin American nations made in the Charter of Punta del
Este.



There was progress during the year in several fields, particularly
modernization of agriculture, tax reform, and economic and investment
planning. Three nations—Colombia, Bolivia, and Chile—submitted
their long-range development plans to the panel of nine experts during
fiscal year 1962. Two other national plans were nearing completion
when the year ended, while in still other nations, the organization and
strengthening of planning bodies went forward, sometimes with finan-
cial or technical assistance from the participating organizations in the
Alliance itself, sometimes with aid from the OAS, the Inter-American
Development Bank (IDB), or the Economic Commission for Latin
America (ECLA).

The goals of a free economy and an open society, including the de-
velopment of private enterprise, have been kept constantly in mind.
Home-grown private enterprise has been encouraged as have
United States and other foreign investment and trade. Sixteen Latin
Anterican nations have signed investment guaranty agreements with
the United States.

During the year, there was increasingly close cooperation among the
national and international agencies working for the economic and
social development of Latin America. A United States interagency
committee was set up and close working ties were established and main-
tained with the Inter-American Development Bank, the Export-
Import Bank of Washington, the Organization of American States,
the International Bank for Reconstruction and Development (IBRD),
and other international agencies or institutions. The World Bank
began organizing cooperating groups in several nations to contribute
to the long-term development of Latin America.

Criticisms of the Alliance

The political goals of the Alliance were under a two-sided attack
during the year. Cuba, although it participated in the Punta del Este
Conference, did not sign the Charter of Punta del Este, and was later
expelled from the Organization of American States. Cuba and other
members of the Sino-Soviet bloc mounted defamatory campaigns
against the Alliance. Meanwhile, rightist elements in some of the na-
tions bitterly challenged the Alliance’s aim of broader social justice,
foreseeing a lessening of their privileges.

The year also brought some criticism centered on instability in com-
modity markets, especially coffee. According to some observers, the
weakening of the coffee price under the impact of heavy world sur-
pluses was costing some nations more than they were receiving in
external assistance under the Alliance. To meet this problem an inter-
national agreement for coffee price stabilization was concluded and
was the subject of a July conference of both importing and exporting
nations.



A further criticism was that the Alliance was moving too slowly,
and that evidence of Alliance achievements was scanty. But by March
13,1962, the Alliance had met its commitments to make $1 billion avail-
able for Latin American economic and social development during
the first year. There were some delays, due to the lack of adequate
planning or unsubstantiated projects, to difficulties in enacting en-
abling legislation within recipient countries, and to the time required
to negotiate satisfactory loan agreements.

Increasing Emphasis on Latin America

Prior to the Alliance for Progress, aid for Latin America was a
small part of this country’s total aid program. From 1946 to 1960,
such aid was primarily in the form of Export-Import Bank loans and
averaged only 7 percent of total United States economic assistance.
But in fiscal 1962, the first year of the Alliance, Latin America received
approximately 25 percent of all U.S. foreign economic assistance com-
mitments, totaling $1,123.7 million. Of this, $205.2 million was in
grants and $918.5 million in loans. AID itself obligated or loaned
$478.2 million. Development loan commitments totaled $188.7 million
and supporting assistance obligations—two-thirds of which
were in loans—approximated $107.2 million. An additional
$100 million—appropriated in 1961 for Chilean reconstruction after
the earthquakes and tidal waves of 1960—had been obligated by
June 30, 1962.

Development grant obligations from worldwide appropriations
amounted to $18 million and from TAPSP funds, $64 million. Ex-
port-Import Bank loans of more than 5 years’ duration (included in
the caleulations of Alliance commitments) totaled $262.6 million dur-
ing the year. The Inter-American Development Bank, through the
Social Progress Trust Fund, obligated $224.4 million during the year.
Food for Peace obligations to Latin America aggregated $147.2 million,
while the Peace Corps accounted for another $7.3 million.

Total disbursements from all U.S. sources during the 1962 fiscal
year were $1,036 million. Actual disbursements of fiscal 1962 funds
totaled $290.6 million, of which $208.3 million was through AID.

Economic Progress

Some loans or grants were made to relieve balance of payments
pressures or budgetary difficulties, and in the hope that they would
prevent the recurrence of such problems. The nations which received
such assistance in fiscal year 1962 included Argentina, (C'olombia,
Brazil, Dominican Republic, Ecuador, and Bolivia.

Another important category of economic assistance is credit for
income-producing enterprises which will provide employment and
goods. Such credits can be made directly to the enterprise or through

10



intermediate credit institutions established to administer such credits.
The first category includes a $1 million loan from the Inter-American
Development Bank for a fruit processing plant in Argentina; a
$2 million grant from AID for improvement of Bolivia'srailways; and
a $14.9 million loan from the Export-Import Bank for Mexico's rail-
ways. An example of the second category is an AID credit of
$5 million to Ecuador to finance loans throngh the country’s com-
mercial banks for enterprises such as fertilizer plants, slaughterhouses,
and food-processing firms. The Central American Bank for Economic
Integration, which has backing from AID, made a nnumber of loans to
productive enterprises.

Economic and investment planning as contemplated in the Charter
of Punta del Este is another area vital to orderly progress. Planning
groups now exist in all of the nations which are members of the Al-
liance. In some instances, such as Brazil and Argentina, they have
been helped by grants, loans, and technical assistance from AID.
Other nations have received assistance from other inter-American or
international organizations. The enlargement of national markets
also contributes to the economie strength of Alliance nations. In this
respect, the United States has made significant efforts to support the
Central American Common Market, as well as the Latin American
Free Trade Area. In Central America, Costa Rica, Nicaragua, El
Salvador, Honduras, and Guatemala have joined in a treaty which
requires them to establish a common market by 1966. A common
external tariff is to be established, as well as a central clearinghouse,
uniform investment incentive laws, and a uniform code of customs
administration. This will create a potential market of 11 to 12 million
people. The United States has made available $2 million to the
Central American Bank for Economic Integration and loaned
$1 million for engineering and feasibility studies related to further
regional economic development. A regional AID mission has been
established to deal with regional institutions on integrated matters.
This mission has already been instrumental in the consolidation of
mapping and surveying activities among the five countries, and in the
preparation and distribution of more than 2 million elementary school
texts for some 800,000 school children.

The Need for Reform

Reforms in tax legislation and administration are other important
means with whicli to further economic progress. Under the Punta del
Liste Charter, the Latin American nations agreed to the “more effec-
tive, rational and equitable mobilization and use of financial resources
through the reform of tax structures . . . and the strict application
of measures to improve fiscal administration.” A year-end accounting
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shows that 14 nations have taken steps to improve their tax and cus-
toms systems and administration. Most of these have made major
adjustments. Real reforms took place in 1961 and 1962 in Mexico, El
Salvador, Panama, Argentina, and the Dominican Republic. Earlier
reforms had occurred in Colombia, Venezuela, Peru, and Brazil. In
Bolivia, customs revenues have increased by an estimated 51 percent
since 1960. Assistance in this complex field has been provided by
ATID, OAS, the Economic Commission for Latin America, the United
States Treasury and Internal Revenue Service, and private
institutions.

Increasing Human Resources

The improvement of human resources through specialized training
and education is another way in which AID and the Alliance have
worked to further economic improvements. In many instances, the
shortage of trained technicians and engineers in Latin America is
more acute than the lack of capital. Latin America, with a population
of nearly 200 million, is estimated to have only 50,000 engineers and
technicians, compared with alinost 1,200,000 in the United States.
AID in fiscal 1962 concluded a number of agreements to help train
technically competent personnel. It granted $200,000 to the Superior
Council of Rectors of Central America to provide basic science instruc-
tion in universities in that area; it is contributing $450,000 over a
3-year period to strengthen economic studies at the University of Cluyo
in Argentina, with assistance from the University of Chicago and the
Catholic University of Santiago, Chile; and it is granting $201,000
over a 2-year period for an arrangement between the Iowa State Uni-
versity and the Agricultural College of the University of Uruguay for
the training of agronomists. In Guatemala, a vocational training in-
stitute, financed jointly by AID, the Guatemalan Government and
private sources, is training plumbers, welders, and other skilled work-
men. Altogether, 37 U.S. universities are now working or about to
start projects with 57 institutions of higher learning in Latin
America—bringing the resources of this vast reservoir of knowledge
to bear on key problems of the area.

Social Problems

Social progress in Latin America goes forward in many fields, in
land reform, in housing, in education, and in health.

A major cooperative program on behalf of greater social justice, as
well as economic development, was mounted in northeast Brazil, the
largest single depressed region in Latin America. In April 1962, ATD
agreed to commit $131 million, matching the Brazilian contribution
of the equivalent of $145 million, for the first 2 years of a contem-
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plated 5-year program for the region’s 23 million inhabitants. One
element in this program was the immediate commitment of $33 million
for impact projects in the field of elementary education, health, water
resources, and rural electrification. The first of 12 mobile health units
was dispatched to complement the construction, expansion or renova-
tion of some 100 permanent health centers. The program calls for the
construction of approximately 120 community water-supply systems,
as well as a project for the construction of over 1,200 classrooms for
200,000 to 250,000 elementary school children, now without educational
opportunities.

Agriculture ,

At the end of fiscal 1962, 10 nations of Latin America were either
expanding agrarian modernization programs or had prepared legis-
lation for this purpose. These nations are C'olombia, Venezuela, Do-
minican Republic, Guatemala, Mexico, Costa Rica, Peru, Brazil, Chile,
and Honduras. Venezuela has settled 45,000 families on new land;
the Dominican Republic has resettled 200 families on 10-acre farms
within a few months of receiving technical and economic assistance
under the Alliance; and Colombia is actively pushing ahead with its
new program.

Also essential for agricultural development is the availability of
credit to small and medium farmers. In the Dominican Republic,
part of a $25 million U.S. loan was used to make 12,000 loans to small
farmers. In Mexico, under a $20 million AID loan, a program of
credit for small and medinm farmers will be expanded. Mexico’s own
contribution to this program, which aims at a 90-percent increase
in the income of farmers and rural workers by 1970, has been estimated
at $187 million.

Housing and Savings

Housing has been recognized as one of the most desperate needs of
Latin America. The United States cannot, by itself, provide the nec-
essary capital. AID is, therefore, seeking to encourage the develop-
ment of credit cooperatives which can finance home building through
domestic savings; by credits for specific projects, it is providing con-
crete examples of new low-cost building techniques. Through a
special investment guaranty program, it is promoting private U.S.
investment in Latin American housing. All of this is in addition to
technical assistance to host government agencies.

Largely through the Social Progress Trust Fund, administered by
IDB, credits for housing have gone to Brazil, Colombia, Costa Rica,
Panama, Peru, and Venezuela. In Colombia, the national housing
agency has plans for 132,000 new units within 5 years. President
Kennedy visited one such project at *El Techo” in December, 1961.
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By the end of fiscal 1962, some 5,000 homes had gone up at “El Techo.”
In Rio de Janeiro, the “Barrio da Alliance,” or “Alliance Neighbor-
hood,” one of several slum clearance projects, was started and the first
families had moved in by November, 1962. It will have 2,250 homes.

In Peru, U.S.-supplied funds have gone to a central credit co-
operative, with 248 non-governmental members. In the Dominican
Republic, AID funds are being used to help establish 70 to 80 credit
unions.  Chile in 1961 established a nationwide savings and loan
system, with 15 associations already in existence. ~An AID contract
was signed with the Credit Union National Association of Madison,
Wis., under which 475 credit unions may be organized in eight pilot.
nations within a 2-year period.

Education and Health

In education, massive programs are underway in Brazil, Bolivia,
Colombia, the Dominican Republic, Ecuador, Guatemala, Honduras,
Panama, Paraguay, and Venezuela, among others. In the Dominican
Republic, bids were let on 11 of 33 schools to be built under the AID
self-help approach; in Ecuador, the national education budget has
been increased by 70 percent; in Guatemala, AID has assisted in
preparing 52,000 textbooks for volunteer teachers; in Honduras,
school building programs to construct 200 new rooms a year are under-
way; and in Paraguay, a rural education development project to
build or renovate 1,200 classrooms in rural areas has been started.

In field of health, a major area of concentration has been on build-
ing water and sewer systems. Costa Rica has borrowed $7 million
from U.S. sources for a water supply system for its capital, San Jose;
Ecuador has contracted for $3 million for improvements to the Quito
sewer system; El Salvador, under a $4.8 million credit from the
Social Progress Trust Fund, and with its own resources, is financing.
water and sewer facilities for 71 communities; Mexico has borrowed
$9,200,000 from the Social Progress Trust Fund for the construction
of water systems in 12 towns in the Yucatan Peninsula; and Vene-
zuela has loan agreements totaling $20 million from the Social Prog-
ress Trust Fund to help provide water systems for 385 urban and rural
communities with population totaling 670,000. In Rio de Janeiro,
credits of $35 million will build or improve water and sewer systems
of benefit to over 214 million persons.

In Panama, medical teams are being sent to rural areas and are
servicing 36,000 persons. In El Salvador, AID is supporting the con-
struction and staffing of seven new health centers to assist 150,000
persons. Hospital and health-center construction or improvement
also are part of the development plans of Chile and Uruguay.
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Summary of Latin American Programs for Fiscal Year
1962 *

[In millions of dolars]

Develop- | Develop- | Support-
Country ment ment ing assist- Total
grants lending ance

Argentina . $2.0| $19.9 . . . . $21.9
Bolivia 5.2 7.6 $19. 0 31. 8
Brazil . 10. 1 .74.5 84. 5
Chile 2.412140.0| . . . . 142. 4
Colombia 7.9 30.0 37.9
Costa Rica . . . R 1.9 Ce 1.9
Dominican Republic . 1.0 .. 25. 0 26. 0
Ecuador . . . . . . . .. ... 6.9 5.0 8.0 19.9
El Salvador . . . . . . . . .. 3.1 . 3.1
Guatemala . 4.2 ®) 4. 2
Haiti —.3 7.1 6. 8
Honduras 2.9 C . ® 2.9
Mexico .6 20. 0 RN 20. 6
Nicaragua . 2.6 .9 . 3.5
Panama . . . . . . . . . . 2.5 N 9.9 12. 4
Paraguay . . . . . . . .. 1.8 - 7. ... 1.1
Peru 9.0 1.6 6.0 26. 6
Uruguay . .3 JO R .3
Venezuela . . . . . . . . e e e 1.1 10.0 . . . . 11.1
British Guiana . . . . . . . . . . .. 1.4 .. 1.4
British Honduras . . . . . . . . .2 .2 .5
E. Caribbean. . . . . . . .6 2.0 2.6
Jamaiea . . . . . . . . .. .. ... 1.0 1.0
Surinam . . . . . . . . . ... ... .4 .4
Regional . . . . . . .. . ... ... 13.4 13. 4

Total . . . . . . . . .. ... 82.2, 288.7 107.2 478. 2

1 Minor diserepancies result from rounding.

2 This includes $100 million obligated in fiscal year 1962 for earthquake recon-
struction and development under Special Act, Public Law 86-735.

3 Less than $50,000.

IV. NEAR EAST AND SOUTH ASIA

The Near East and South Asia region (NESA), comprising 18
countries from Greece to India, received more U.S. assistance during
fiscal year 1962 than any other region. A total of $1,077.4 million was
allocated to NESA : $759.5 million in development loans, $64.8 million
in development grants, and $253.1 million in supporting assistance.
This represented a considerable increase over previous years. Until
1958-59, the level of the aid program for NESA remained relatively
stable, varying between 20 and 30 percent of the total aid program.
Beginning with the establishment of the Development Loan Fund
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(DLF) in 1957, large loan commitments were made in the NESA
region, especially to India and Pakistan.

Economic Development

In India, ATD loans have helped to rehabilitate the railway system.
finance the expansion of local industry, and improve the power supply.
In addition, loans have financed imports of American machinery and
commodities vital to the expansion of the country’s industrial produc-
tion. Under Title T of the Public Law 480, so-called Cooley loans to
businesses that. are branches, affiliates or subsidiaries of American firms
have increased in amount over the past year, assisting in the develop-
ment of private industry and the expansion of trade. The United
States is a member of a consortium—headed by IBRD and includ-
ing in its membership most of Western Europe, Canada, and Japan—
which is pledged to assist the Indian development program.

Pakistan is also committed to a comprehensive economic develop-
ment program. A consortium has also been formed for Pakistan
headed by the World Bank. Foreign exchange assistance of approxi-
mately $945 million was committed by the consortium to help finance
the second and third years of the second 5-year plan.

Both nations now have the technical competence, with the aid of
small technical assistance programs, to plan and implement effectively
their development plans. Encouraging progress is being made in this
respect.

Turkey has also initiated a major development effort but will need
support from the United States and other advanced countries to suc-
ceed. TIts plan includes steps for further mobilization of national
resources and reforms of government st ructure that are essential to eco-
nomic progress. Greece and Israel are also making good use of avail-
able resources and have achieved favorable rates of economic growth.
Both Israel and Greece are reaching the point where they will be able
to progress without development loans by the United States on con-
cessional terms. Other countries in the region are also devoting their
energies and resources to the task of development. In all countries,
U.S. financial assistance is used not only as a means of achieving prog-
ress but also to provide a nucleus around which to rally resources and
the will of the people for sacrifices for national advancement.

Transportation and communications programs, essential to increased
independence from outside assistance, are in progress in almost every
country in the region. Major highways provide quicker transportation
for essential commodities between the major cities of the area; feeder
roads provide access to markets for farmers; improved railway facili-
ties and administration provide transportation for industry and
workers alike; better telecommunications systems expand the contacts
and scope of local businesses. Even though they are expensive to com-
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plete, these projects—whether loan- or grant-financed—provide a
means of attaining future self-sustained economic growth.

The United States also continued its assistance to the Central
Treaty Organization (CENTO), an alliance of Turkey, Iran, Pakis-
tan, and the United Kingdom. This organization, in addition to its
military work, strives to promote the free movement of people and
goods throughout the region through better roads and communica-
tions, and encourages educational and scientific cooperation for the
good of all.

Almost every country in the Near East and South Asia region
receives assistance in the form of surplus agricultural commodities
from the United States. Many countries buy grain and other food-
stuffs from surplus stocks and pay the United States in local cur-
rency. Valuable foreign exchange that wonld otherwise be needed to
buy foodstuffs are thereby released for development purposes. Food
may also be distributed through voluntary agencies to children and
the needy in many countries, or may be donated by the United States
in the wake of some disaster. In some cases, food is sold to a country
for T1.S. dollars, to be paid for over a period of years. All these uses
of American agricultural surpluses benefit the people of the recipient
country either directly or indirectly and contribute to economic
development.

Social Development

Greece is an excellent example of the social and economiec benefits
of the technical cooperation program. Since 1945, technical assistance
has been given in every sector of the economy at a total cost of about
%14 million. During the past 4 years, technical assistance was pro-
vided on a decreasing scale as Greece achieved the technical prerequi-
sites for sustained economic growth. At the end of fiscal year 1962, the
technical assistance program in Greece was terminated by mutual
agreement.

The United States has also made a major contribution to Iran
through technical training—improving the basic skills needed for
future development.

During fiscal vear 1962, Iranian farm and home agents, trained
by AID specialists, worked with more than 1,375,000 farmers, house-
wives, and children in rural areas, teaching them better methods of
farming, home economics, and sanitation. Since 1953 through fiscal
vear 1962, the United States has contributed $1,711,000 in dollar
costs for services and goods for Agricultural Extension Service proj-
ects in Iran, while the Government of Iran has provided services and
allocated $4,720,000 of its own funds for this purpose.

Not all projects require yeavs to complete; quick, low-cost projects
can also be effective. Tn Jordan, the pools that supply the cities of
Bethlehem and Jerusalem with most of their drinking water date
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back to Biblical days. These pools would have gone dry if AID,
working with the Jordanian Government, had not arranged for
200,000 feet of U.S. Army pipe to be shipped to the area. In 36 hours,
pipe was laid linking the pools and a newly dug well south of the
city of Hebron. The pools are now safe from contamination and pro-
vide ample water for the needs of both cities. The project was widely
publicized both here and abroad.

Political Independence

All AID programs—whether grant or loan, whether for economic
development, defense, or budget support—contribute to the political
and economic independence of the recipient countries. Our contribu-
tions to economic development programs lessen the dependence of
recipient countries on Soviet bloc trade, aid, and technicians and lessen
the possibility of Soviet domination through economic pressures. The
economic advancement of a nation’s people generally contributes to
the stability of the government and of the region.

Summary of Near East and South Asia Programs for
Fiscal Year 1962

(In millions of dollars)
Develop- | Supporting| Develop-
Country Total ment assistance ment
lending grants

Total . . . . . . . . . . ... $1077.4 | $759.5 | $253. 1 $64. 8
Near East . . . . . . . . . . .. .. 324.0 105. 7 196. 8 21. 5
Cyprus . . . . . . . . . . . .. 0.7 0 0 0.7
Greece . . . . . . . . . . . .. 30. 3 10. 0 20.0 .3
Iran. . . . . . . . . .. .. .. 54. 4 6.0 44.0 4.4
Iraq. . . . . . . . ... .. .. .8 0 0 .8
Israel . . . . . . . . . .. ... 45, 4 45. 0 0 .4
Jordan . . . . . . . . . . ... 43. 8 0 37.0 6.8
Lebanon ., . . . . . . . .. ... .4 0 0 .4
Syria . . . . . . ... 23.9 14. 7 9.0 .2
Turkey . . . . . . . . . .. .. 73.2 10.0 58. 0 . 2
United Arab Republic (Egypt) . . . 41. 9 20.0 20.0 1.9

Yemen . . . . . .. . . .. .. 6. 8 0 6.8 :
CENTO. . . . ... ... ... 2.4 0 2.0! .4
South Asia . . . . . . . . . .. ... 749. 7 653. 8 56. 1 39.8
Afghanistan . . . . . . . .. .. 385 0 31. 1 7.4
Ceylon . . . . . . .. ... .. 1.4 0 0 1.4
India . . . . . . . . . ... .. 465.1 ; 445.9 0 19.2
Nepal . . . . . . . ... . ... 3.8 0 0 3.8
Pakistan. . . . . . . . . . . .. 240. 9 207. 9 25.0 8.0
Regional. . . . . . . ... ... .. .37 0 0.2 | 3.5
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V. FAR EAST

In fiscal year 1962, the United States provided $399.3 million in
economic aid to nine Far Eastern nations—Korea, the Republic of
China (Formosa), the Philippines, Vietnam, Thailand, Laos, Cam-
bodia, Burma, and Indonesia. The program included $269.4 million
in supporting assistance grants, $68.3 million in development grants,
and $61.6 million in development loans. In addition, the United
States provided through the sales, grant, and loan provisions of Public
Law 480, approximately $238.1 million in surplus U.S. agricultural
products to five countries in this region—South Korea, Taiwan, South
Vietnam, the Philippines, and Indonesia.

Military assistance to the Far East amounted to $848.7 million,
divided among Cambodia, Republic of China, Indonesia, Japan,
Korea, Laos, Burma, the Philippines, Thailand, and Vietnam. Larg-
est recipient was Korea, with $218.7 million.

The United States reduced grant aid by more than $100 million and
increased dollar-repayable loan aid by $20 million in the Far East in
fiscal year 1962 compared with fiscal year 1961. The economic prog-
ress of the Republic of China and the Philippines made it possible to
terminate supporting assistance programs in those two countries.
However, the heavy defense burden borne by the Taiwan economy
required a partially offsetting increase in surplus agricultural product
assistance. No economic aid was furnished under the Foreign Assist-
ance Act to Japan and Malaya, very little to Burma, and a relatively
small amount, in per capita terms, to Indonesia.

With U.S. assistance, Japan has developed a dynamic, free economy
with one of the highest rates of growth in the world. Japan has be-
come one of the principal sources of aid for less-developed Asian
nations—$380 million—and is second only to Canada as a market for
U.S.exports. Asin earlier years, a dominant problem for much of the
Far East in fiscal year 1962 was to maintain the security essential to
order and progress. )

One of the most critical areas is Vietnam, where U.S. economic and
military aid is playing a vital role in checking Communist aggression.
During 1961, several significant steps were taken to assist Vietnam.

In July 1961, a speecial U.S. financial group, headed by Dr. Eugene
A. Staley of the Stanford Research Institute, worked with the Viet-
namese (Government to identify measures needed to meet the special
economic problems confronting the country.

Recommendations were made by the Staley mission for programs
aimed at helping the rural population. It is among rural Vietnamese
that Communist subversion has been most active. As in Malaya, a
basic factor in the outcome of the war with the Communists will be
the extent to which the peasants resist Communist pressure.
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Recommendations also were made for Vietnamese fiscal and ex-
change reforms as part of a long-range program to raise domestic
revenues and unify the exchange rate.

At the end of 1961, financial moves set in motion by the Staley mis-
sion were announced. A comprehensive action program for the rural
population was set forth jointly by the United States and Vietnam on
January 4, 1962.

In the fall of 1961, Gen. Maxwell Taylor went to Vietnam at the
request of President Kennedy to survey the military situation. Gen-
eral Taylor’s trip not only gave reassurance of U.S. support, but was
followed by action by the Vietnamese Government to cope with a fast-
moving guerrilla warfare situation.

On the basis of General Taylor’s findings, the Government of Viet-
nam in cooperation with the Unijted States initiated a “counterinsur-
gency” program during fiscal year 1962. This is a comprehensive
program of military, economice, and political action, including local
security, communications, public health, agriculture, and other types
of assistance. Its immediate objective is the building of resistance to
Communist terrorism and propaganda.

Economic Development

Free China is making rapid economic progress. In 1961, agricul-
cultural production increased about 7 percent, manufacturing output
about 13 percent, and gross national product about 7.5 percent in
constant prices. In the last half of fiscal year 1962, exports were up
almost 30 percent over the same period last year. Manufacturing
wages rose by about 20 percent while the cost of living index rose by
about 7 percent in 1961, producing a substantial net gain in living
standards.

The new Philippine Government eliminated exchange and import
controls, increased customs on nonessentials, introduced other desirable
financial measures, and created a healthier climate for investment and
trade. Customs revenues increased sharply, indicating that the law is
being enforced and corruption curtailed.

The military government of South Korea undertook serious negotia-
tions with Japan for a reparations settlement which would be very
beneficial to the Korean economy. It instituted strong measures
against tax evasion and graft in government, began a program to give
farmers relief from usurious money lenders, drafted a 5-year develop-
ment plan, and attracted foreign investment interest from Kurope
and America. The government also bronght more effective manage-
ment to public enterprises, and generally established an energetic spirit
of national purpose.

South Vietnam, although prevented by the war from turning its
attention to long-range development, adopted an exchange rate reform
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and increased tax collections. A 29 percent increase in tax revenues
was recorded for the last 6 months of fiscal year 1962 over the same
period in fiscal year 1961.

Economic planning assistance was a feature of AID programs
throughout the region, especially in Indonesia, Thailand, and the
Philippines.

Supporting Assistance

Approximately three-fourths of the worldwide supporting assist-
ance appropriations went to the Far East, nearly two-thirds to two
countries, Vietnam and Korea. This form of financial aid serves a
double purpose. It normally provides foreign exchange for essential
imports, closing deficits in the balance of payments of defense-
burdened nations. Most of these imports are handled through com-
mercial channels and sold by private businessmen on the local markets.
The local currency paid by importers for U.S. dollars goes into coun-
terpart funds which are disbursed for U.S.-approved purposes such
as support of the aided nation’s defense budget and the local costs of
U.S.-aid projects. In much the same way, our distribution of surplus
agricultnral products under Title I of Public Law 480 provides
both balance-of-payments assistance and local-currency aid for eco-
nomic and defense purposes.

Supporting assistance contributes to economic stability as well as
strengthening security. It was the lifeblood of the economies of
Vietnam and Korea in fiscal year 1962. Laos could not exist as an
independent nation without it., Cambodia’s defense forces are to a
substantial degree dependent upon it. Supporting assistance
financed road construction in Thailand and Vietnam essential for
their development and security. In Korea, local currency generated
by this form of aid has helped finance 159 medium and small indus-
tries, of which 45 plants went into operation in fiscal year 1962. It has
similarly financed new and expanded industry in Vietnam and has
supplemented local capital for agricultural and industrial credit in-
stitutions in Korea and Vietnam.

Survey teams of U.S. specialists assessed development potentials
and requirements in those three countries and passed their findings on
to the national leaders. In addition to general surveys, the United
States provided experts to examine Indonesia’s tin and coal mining
and its skilled manpower requirements and training. A U.S. con-
tract team of economists and engineers worked closely with the Indo-
nesian (Government in assessing the feasibility of development plans
and projects.
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Examples of U.S.-Financed Projects

Highway construction and highway engineering and advisory-
training services were a major cost element in the Far East programs
in fiscal year 1962.

For instance, a U.S. construction firm completed a 5-year program
of highway building in Vietnam, and a U.S. engineering company
completed bridge-design and training assignments. The Vietnam
Highway Department, whose staff includes administrators, engineers,
and equipment-handling operators trained under U.S. programs, as-
sumed responsibility for future construction in secure areas. The
Vietnamese army engineers will handle construction in less secure
areas. These two Vietnamese agencies, assisted by U.S.-provided
equipment and funds, intend to undertake construction of about 1,500
miles of new low-cost roads and rehabilitation of 1,000 miles of other
roads in rural areas.

The United States completed grant financing of major road con-
struction in Thailand in fiscal year 1962. Construction was begun
on a 33-mile section of the Bangkok-Saraburi Highway, and by the
end of the fiscal year, 40 percent of this project had been completed.
Construction also started on a 36-mile section of the Korat-Nongkai
Highway; bridge construction was almost completed, as well as 86
percent of engineering and design work. Economic and engineering
feasibility surveys were completed for the Bangkok-Nakornpathom
and Chumporn-Nakornsrithamaraj Highways. A national bridge-
replacement program neared completion, with 137 structures put into
use during the year.

In Cambodia, the Khmer-American Friendship Highway, which
was completed in May 1959, was found to require extensive base re-
building as well as resurfacing to prevent further deterioration in
certain sections. Arrangements preliminary to negotiating a recon-
struction contract were made.

A highway, bypassing congested areas of Djakarta and linking its
seaport with the main interior highway network, was nearing com-
pletion by the end of the fiscal year. Other road improvements in
Indonesia were assisted by grants of local currency receipts from
Public Law 480 surplus agricultural product sales.

Throughout the region, another high priority was the expansion of
electric power production. A $20.9 million loan to Korea was author-
ized for a thermal powerplant at Pusan. Rehabilitation of Korea’s
Chongpyong power dam was started. Surveys of rural electrification
systems in both northeast and southern Thailand were completed.
Installation of diesel generators brought practical, low-cost power
to parts of Vietnam and Indonesia. In Taiwan, the second Shenao
thermal plant and KuKuan hydro were completed and work pro-
gressed on the Shihmen hydroelectric and irrigation project.”



An AID loan to Thailand, at 3 percent interest repayable in dollars,
was authorized to help build three major irrigation projects, two of
which are in the economically depressed northeast. Nearly half of
the local currency proceeds of sales of surplus U.S. agricultural
products to Indonesia were obligated in fiscal year 1962 to finance
irrigation works.

Improvement of water supplies was a prominent element of the ATD
programs in Cambodia, where approximately 400 rural wells were
dug with equipment furnished by the United States, and in Burma,
where $500,000 was obligated to provide materials for a water-supply
system serving a resettlement area for retired servicemen.

The United States assisted farm population of the Far East in a
variety of ways. Throughout the region, U.S. specialists helped agri-
culture departments and agricultural training schools develop better
methods and make better use of fertilizers. Fertilizer was in fact a
major import financed by TU.S. aid in Korea and Vietnam, and the
United States provided further assistance to fertilizer production
in several countries.

Far East AID missions began concentrating their technical assist-
ance programs on fewer, high-priority fields, and more directly cor-
relating technical and development aid. Particular emphasis was
placed on electric power, coal mining, transportation, telecommunica-
tions, and on basic industries such as cement.

Social Progress

All programs supported by the United States in the Far East are
intended to promote social development in the sense of helping a
nation’s whole populace to achieve a better life. In a more direct
sense, however, the United States sought through advisory training,
community development, and general education programs to broaden
popular opportunities.

This is a basic objective of rural community development work
at the grass roots in Laos, Vietnam, Thailand, the Philippines, and
elsewhere. The work of the Joint (U.S.-Chinese) Commission for
Rural Reconstruction on Taiwan, conpled with a thorongh-going land
reform, has helped raise rural living standards and is strengthening
the middle class there.

Education was also emphasized in the Far East during FY 1962.
With U.S. aid, Cambodia continued a long-range improvement of
its Vocational Trade School. An Education Training Center was
completed which will graduate 200 teachers annually for new rural
schools. Since 1955, public school attendance in Cambodia has more
than doubled. To meet the great need for additional teaching staff,
the United States planned to help develop a second teacher-training
center. Preliminary steps also were taken by AID to expand the
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National School of Agriculture and to help establish an Institute
of Technology and a Cambodian-American high school.

In Indonesia, ATID strengthened higher education through contracts
with the Universities of Indiana, Kentucky, and California (Berke-
ley and Los Angeles). Indonesian faculty members and government
officials on educational leave made up a large part of the student bodies
reached by these programs. In addition, 88 selected graduate students
were brought to the United States for up to 2 years of study in pro-
fessions where Indonesian facilities are still inadequate.

Economic development in the Far East is greatly handicapped by
the incidence of disease. Malaria is a particularly critical problem.
With- U.S. assistance, eradication of malaria has been completed on
Taiwan, and striking progress was made during fiscal year 1962 in
Indonesia, Thailand, Vietnam, and the Philippines.

Summary of Far East Programs for Fiscal Year 1962
[In millions of dollars]

Develop- | Supporting| Develop-
Country Total ment assistance ment
{ grants loans
$399.3 $68. 3 | $269. 4 $61. 6
Burma . . . . . . . . ... .9 .8 .1
Cambodia . . . . . . . .. . ... 29. 1 11. 8 17.3 R
China . . . . . . . . . ... ... 28. 4 3.2 R 25. 2
Indonesia . . . . . . . . . . . ... 22. 8 17.3 5.5
Japan . . . . .. . ... .4 .4 -
Korea. . . . . . . . . . . .. ... 125.7 8.0 92. 5 25. 2
Laos . . . . . . . . . . ... .. 27.5 Co 27.5 ..
Philippines . . . . . . . . . . . .. 4.0 3.9 RN .1
Thailand . . . . . . . . . . . . .. 34.0 9.7 13.2 11. 1
Vietnam . . . . . . . . . . .. .. 124.3 11. 4 112. 9
Regional . . . . . . . . .. . ... 2.2 2.2

VI. AFRICA AND EUROPE

The Africa/Europe Bureau embraces 32 countries, 30 of which
are in Africa.

In fiscal year 1962, $312.8 million in economic aid was obligated for
African programs, including $59.2 million in supporting assistance,
$102.9 million in development grants, $65.1 million in contributions to
international organizations, and $85.6 million in development loans.
In addition, approximately $121.6 million in surplus U.S. agricultural
products was provided under the grant and loan provisions of Public
Law 480, including such projects as the Food for Wages programs to
combat unemployment in Tunisia and Morocco, the emergency food
program for war-torn \lgeria, and the flood-relief aid to Somalia
and Tanganyika.
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Aid to Africa from all other free world sources has risen from
about $900 million in fiscal year 1959 to nearly $1.3 billion in fiscal
year 1962. France remains the largest contributor with annual obli-
gations, mostly grants, of close to $700 million, excluding Algeria.

The Common Market Development Fund is currently approving
social and economic projects in 17 associated African states at a rate
of about $200 million per year. U.K. grants and loans to African
countries average over $150 million annually. West German obli-
gations reached a peak of almost $113 million in fiscal year 1962,
while Belgium, Italy, Japan, and Israel also extend some aid to A frica.

The large number of newly independent African nations (18 within
the last 2 years) poses a number of development problems not present
in longer established nations in other regions. Africa ranks among
the least developed in terms of world exports, GNP, literacy, urbani-
zation, and trained manpower. Itsresourcesare unevenly distributed;
natural resources abound in many African countries, while others have
few known assets of any kind.

Literacy ranges from 4 percent in Ethiopia to 25 percent in Ghana,
averaging approximately 18 percent in contrast with an overall aver-
age of 33 percent for underdeveloped areas. Infant mortality rates
have been estimated at from 80 per 1,000 in Nigeria to 150 per 1,000
in other areas of Africa, compared with 26 in the United States.

Tribal ties are still strong and the integration of various tribal
units with diverse cultures, languages, and loyalties into cohesive
national entities with unified goals and purposes presents a formida-
ble challenge. Leaders are often inexperienced in government and
administrative procedures and quite a few countries have only a very
small nucleus of professional and technically trained nationals.

As the African nations have achieved their independence, many have
come to recognize the need for more practicable, systematie, and com-
prehensive development efforts. Steps were taken to establish national
planning agencies and economic development commissions, but it was
evident that the necessary skills for national planning and program
implementation frequently were lacking. It was apparent that the
AID policy for Africa would have to be heavily weighted toward
activities designed to accelerate the development of human resources.

During fiscal year 1962, a few high-priority areas such as education,
agriculture, and public administration, have been stressed in our aid
programs in order to help provide the trained manpower necessary
for institution building which will enable these African countries to
govern themselves effectively.

Quite a few of the African countries have already made impressive
progress. Budget reforms varying in scope and type have occurred
in numerous countries. Tax reform—modified or new taxes, improved
tax administration or collection measnres—has also occurred in the
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majority of aid-recipient countries. Additional or new customs duties
on luxury imports and taxes on nondurable nonessential consumer
goods have augmented domestic revenues in a number of countries.

A number of African countries are instituting savings campaigns.
Incentives for reinvestment are being offered in the Ivory Coast. Ni-
geria is planning to finance all the recurrent expenses and 50 percent
of the capital costs of their new development plan with funds derived
from their own resources.

Economic Development

In many African countries, economic progress must be based largely
upon agricultural development. Others are in a position to move
toward a more diversified economy.

About 24 percent of development grant funds obligated for African
programs was devoted to agricultural development, largely in terms
of assistance to extension, education, and research activities. In one
project, providing for the establishment of regional poultry centers,
a poultry adviser helped the Nigerians to plan and construct laying
and brooder houses, feeders, waterers, and nests at a regional poultry
substation and training center at Abakaliki. Inexpensive houses were
made of indigenous materials—mud, wire netting, thatch—to dem-
onstrate how easily facilities could be built for year-round egg
production.

AID funds were programed for importing 1,300 chicks and two
7,000-egg incubators from the United States. A total of 54 range
shelters have been completed and construction is underway for a proc-
essing plant to teach proper methods of preparing chickens for mar-
ket. The center’s most important facet—the extension and training
of farmers, farm managers, and additional extension workers—now
includes facilities for 28 students, with additional classrooms and
dormitories planned for next year. In addition, instruction in poultry
farming is conducted by the U.S. advisor using Nigerian radio and
television facilities.

The success of the program throughout eastern Nigeria is indicated
by the rapidly falling egg prices from their previous high of $1.25 a
dozen to 70 cents a dozen. Six commercial producers are in business,
and large numbers of eastern Nigerians have been made aware of the
changes in poultry raising which have taken place within the past 2
years.

One of the largest agricultural aid projects was undertaken in Came-
roon, Chad, Niger, and Nigeria, aimed at the eradication of the rinder-
pest cattle disease. More than $6,300,000 has been programed by joint
agreements between AID, the Commission for Technical Cooperation
in Africa (CCTA), and the European Economic Conimunity (EEC)
for a 3-year campaign aimed at eradication of the disease. Approxi-
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mately 8 million head of cattle, representing a capital investment of
$300 million are pastured in these four countries which border on Lake
Chad. TIn addition, many important cattle trade routes originate in
or cross the region, posing a constant threat to cattle in other parts of
Africa. The project calls for vaccine to be manufactured in labora-
“tories at Vom, Nigeria and Tareba, Chad, About 7,650,000 head of
cattle will be vaccinated each year for 3 years. By vaccinating all
cattle within and entering the region each year of the campaign, at no
cost to the owners of the herds, it is hoped the disease can be com-
pletely eliminated. Mobile field units will be equipped and main-
tained to wipe out isolated outbreaks. Total contributions by AID
will amount to $775,000, plus the services of one U.S. veterinarian.
The African countries will contribute the equivalent of $3,565,200 in
goods, services, or monies. The European Economic Community will
contribute $1,972,000. The program will terminate in fiscal year 1965.

The Focus of the Program—Development Loans

The major areas for development lending in A frica which now have
top priorities are: Transportation, industry, and power and water.

Improved transportation via highways, railways, and airways is a
prerequisite to the economic development of this vast continent. Ac-
cess to Africa from the outside world is still easier than movement
within and between countries.

Power is another key to the development of Africa, whose unhar-
nessed water resources exceed those of any other continent. Almost
every African economic development program calls for greatly in-
creased power for operating new mines, factories, farms, village
workshops, and homes. Despite an abundance of water resources in
many parts of Africa, water shortages limit economic advacement in
at least half the continent. A better utilization of water is vital to
economic development for the sub-Saharan countries which face
either perennial drought or seasonal flooding.

Some illustrations of development lending are:

Tunisic—3-Year Plan

Fiscal year 1962 marked a turning point in U.S. economic assistance
to Tunisia. For several years the Government of Tunisia has been
preparing for its formal development effort. Late in 1961, Tunisia
published a 10-year perspective for 1962-71. Having met most of the
AID criteria for long-term assistance, with particular emphasis on
self-help and the promotion of social justice, the Tunisian Government
was provided a U.S. multiyear commitment in support of that coun-
try’s development plan. The 3-year commitment calls for heavy reli-
ance upon loan financing with continuing emphasis on the use of
Public Law 480 commodities.
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Transcameroon Railway System—Federal Republic of the Cameroons

This project was undertaken to extend the present Cameroon rail-
road system to the north in order to develop the market economy of the
country and promote agricultural production in the north.

Tt provides for a 205-mile extension of the Cameroon railroad system
at an estimated total cost of $35 million. to be financed by AID, the
EEC, and France. Of the total, ATD is making available a loan of
$9.2 million which will be utilized largely in the United States to
finance the costs of material, equipment, and services. The agreement
provides for the loan to be repayable in dollars over 40 years and carries
a credit fee of 34 of 1 percent.

Social Development

It is axiomatic that social development, particularly in the newly
independent nations, goes hand in hand with economic progress.

In fiscal 1962, our assistance activities tried to advance social devel-
opment with programs in education, health, community development,
agricultural cooperatives, and rural development.

Foremost among the many needs in the field of social progress is
the necessity of creating an educational base npon which future eco-
nomic development can be built. A shortage of African high school
graduates was one of the major bottlenecks in developing economic
capabilities. Increasing educational opportunities for more Africans
increases their potential to create and share the fruits of economic and
social development.

During fiscal year 1962, the largest part of development grant funds
obligated in Africa (about 31 percent), was devoted to education.
Projects in 24 countries included aid to land-grant type universities,
teacher-training institutions, technical education, and a wide range
of adult education projects. The Peace Corps has also been an active
contributor by furnishing teachers as part of its African program,
complementing ATD activites in this field.

One illustration of the results achieved in the educational sector
may be seen in Nigeria. During the past vear facilities at the Uni-
versity of Nigeria have been expanded to accommodate 1,000 students
and 100 staff members in order to meet the high manpower needs of
Nigeria’s fast-growing economy and school systems.

Established in 1955, the university now has completed 14 academic,
classroom, and laboratory buildings, plus staff and student housing.
Negotiations were begun in 1962 for acquisition of sufficient farmland,
adjacent to the campus, to establish an agricultural center for instrue-
tion, demonstration, and research. Twenty-four Peace Corps volun-
teers are serving as research fellows and instructors and the faculty has
requested an additional 40 volunteers for next year, looking toward a



planned enrollment of 1,500. The AID contribution was almost
$2 million.

Another significant program, with a different but complementary
approach to meeting the long-range needs in the development of
Africa’s human resources is the African Scholarship Program of
American Universities (ASPAT).

The program represents a cooperative effort by AID, American
universities, and voluntary agencies to train qualified African stu-
dents. Four-year tuition scholarships are given by the 212 colleges
and universities associated with ASPAU ; international travel costs are
provided by the African governments. The African-American Insti-
tute, with foundation support, administers the program, and students’
living costs are provided by AID. The students spend one month
with American families throughout the United States to become ac-
customed to the way of life here before going on to college. These
homestays are arranged by the nonprofit Experiment in International
Living. It is estimated that this joint effort of private American
initiative, supplemented by AID financing, will provide training to
more than 500 Africans, who will take back to their countries the tech-
nical and teaching skills so badly needed.

Political Independence

In view of the fact that most African nations gained their independ-
ence since 1960, the strides made toward developing workable gov-
ernment institutions have been encouraging.

For most countries in Africa, however, the attainment of self-sus-
taining development, lies well beyond our present decade. On the basis
of this first year under AID, there are many indications that a reason-
uble basis for political stability has been developed by establishing
the foundations for economic and social growth, while at the same
time there has been sufficient achievement to create a sense of direc-
tion and accomplishment.

Supporting Assistance

Supporting assistance in the African countries during fiscal year
1962 was used for two principal purposes: to maintain effective use
of facilities important to U.S. interests; and to provide assistance
for political purposes in circumstances where the criteria established
for development lending or grants could be met.

In fiscal year 1962, supporting assistance to Africa and Europe
amounted to $73.8 million, a marked decrease from the fiscal year 1961
level of $151.7 million.

During fiscal year 1962, many of our administrative techniques
were examined with a view to consalidation by combining the func-
tions of State Department and AID personnel abroad on a cost-



sharing basis. As a result, Combined Administrative Management
Operations (CAMO) are now in effect in five African countries and
two additional countries currently are under study.

Summary of European Programs for Fiscal Year 1962

[In millions of dollars]

Support- Develop- | Develop-
Country Total ing ment ment Other
assistance grants loans
Total . $16. 4 $14. 6 $ 4 $1. 4

Berlin. . M Q) .

Spain . . 14. 5 14. 6 —.1

Yugoslavia .5 .5 e

Poland 1.4 1.4

1 Less than $50,000.

2 Special authorization.
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Summary of African Programs for

[In millions of dollarsj

1962

\ Support- { Develop- | Develop-
Country Total ing ment ment Other
‘ assistance grants leans
- Total . . . $312. 8 $59. 2 | $102.9 $85. 6 $65. 1
. |

Algeria . . 0.3 0.3 . Lo
Cameroon . . . . 12. 5 3.0 .3 9.2
Central African Repubhc . .2 .2
Chad . . . .3 .3
Congo (Brazzavﬂle) 1.2 1.2 RN
Congo (Leopoldville) . 66. 9 3.6 63.3
Dahomey . .7 L7
Ethiopia 6.3 6.3
Gabon .4 .4 PN
Ghana 63. 8 e 1.8 62. 0
Guinea . e e .. 6.1 3.5 2.6
Ivory Coast . . . . . . 2.1 .. 2.1
Kenya 3.2 O] 3.2
Liberia 10. 8 R 10. 8
Libya . e e 11,2 9.0 2.2
Malagasy Repubhc ...... .7 . L7
Mali e 2.6 2.6 ..
Morocco 30.7 29.9 .8
Niger . . 1.2 1.2
Nigeria . . . R 21.0 21.0
Federation of Rhodesm and

Nyasaland . 2.8 2.8
Senegal . . RN 3.0 3.0
Sierra Leone . . . . . Ce e 1.5 A 1.5
Somali Republie . . . R 1.5 .4 11. 1 Coe
Sudan. . . . . . . . .. 9. 8 .. 7.8 2.0
Tanganyika . . . . . . . . . 2.4 .2 2.2
Togo . . . . .« . « . o « .. 1.2 .3 .9 P
Tunisia . . e e e e e e 28. 2 10.0 5 8 12. 4
Uganda . . . . . . . . . . . 3.6 3.6
Upper Volta . . . . . . . .9 .9
Zanzibar . . . . . . . . . . .1 .1 ..
Regional . . . . . . . .. - 8.1 6.3 1.8

! Minor discrepancies result from rounding.

2 Less than $50,000.

BEST AVAILABLE DOCUMENT
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VII. MILITARY ASSISTANCE

The Military Assistance Program (MAP) is designed to implement
the national policy of the United States by providing equipment,
training, and advice to selected non-Communist nations. The pro-
gram has assisted in equipping, in large part, the military forces of
countries on the periphery of the Sino-Soviet bloc which are the
first line of free world defense against Communist aggression. The
program also serves foreign policy objectives by creating closer rela-
tionships between military personnel of the United States and those
of the countries being assisted. In certain countries, military assist-
ance helps to insure the availability of bases for use by U.S. forces,
and in others it partially supports indigenous troops who assist in
defending those bases. In addition, military assistance is provided
to selected countries for checking Communist subversion, thus main-
taining the stability necessary for economic and social development.

The Military Assistance Program is closely integrated with Ameri-
can foreign policy through the Department of State, and with eco-
nomic assistance through the Agency for International Development.
The fact that military assistance is administered by the Department
of Defense, and budgeted competitively with other Department of
Defense requirements, insures that funds used will provide maximum
security value for the United States.

In light of the destructiveness of modern nuclear weapons, the fun-
damental goal of U.S. military strategy is to prevent the outbreak of a
major nuclear war. Because nuclear war poses an immediate threat
to our national existence, the United States understandably relies
primarily on its own forces and facilities for the maintenance of the
nuelear deterrent. There are, however, factors of geography and
weapons technology which require the use of foreign forces and bases
as a supplement to U.S. nuclear deterrent power. A key element of
our deterrent power consists of an elaborate network of communica-
tions, warning, and control sites located throughout the world. Many
have been constructed with military assistance funds, and are manned
by MAP-trained foreign military personnel. A substantial part of
the U.S. deterrent power is stationed on foreign bases, some of which
are financed through military assistance. Others are made available
on a reciprocal basis by nations receiving military assistance. MAP-
supported allies and MAP-provided facilities thus represent an im-
portant supplement to the nuclear power of the United States.

The relative contribution of MAP-supported allied military forces
in meeting the threat of conventional war is proportionately far
greater than that of the United States. The United States is allied
or associated with 22 nations on or near the Sino-Soviet periphery.
These nations maintain armed forces with an active strength of more
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than 5.5 million men, more than twice that of the entire U.S. military
establishment. Most of the combat equipment in the hands of these
forces has been provided through U.S. military assistance. All of
these nations have received major quantities of U.S. military assist-
ance. Many are still receiving such assistance, although the United
States has curtailed or phased down the level of assistance for the
more prosperous nations of Western Europe.

Greece, Turkey, Iran, Pakistan, Thailand, South Vietnam, the Re-
public of China, and South Korea currently receive more than half
the total of U.S. military assistance to enable them to meet the threat
posed by the presence of large Communist forces at or near their
borders. These nations currently maintain a total of more than 2
million men under arms. Lacking sufficient resources themselves, they
are heavily dependent upon U.S. military assistance for the effective-
ness of their forces.

The Communist powers, confronted by the military power of the
United States and its MAP-supported allies deployed along their bor-
ders, have resorted to a more subtle, more ambiguous way of using
force as a means of furthering Communist aims—namely, the so-called
“war of national liberation.” A Communist war of national libera-
tion involves a type of pincer movement. One arm of the pincer con-
sists of Communist guerrilla agents exploiting real or imaginary griev-
ances against the local government. The other arm is the massing of
armed forces along the country’s border.

This is the situation in southeast Asia, a top priority area for Com-
munist wars of liberation. To meet this challenge, the United States
has greatly accelerated its military assistance program to South Viet-
nam, Thailand, and Cambodia.

U.S. counteractions through military aid have been increased three-
fold. Military assistance has been used to improve the capability of
our allies which border on nations receiving large quantities of Soviet
arms. In other areas, the United States has provided quantities of
arms and training to preclude certain underdeveloped nations from
forming alliances with the Soviet bloc in order to procure military
equipment. In the case of some countries receiving Soviet arms, the
United States is continuing small military sales and training programs
to prevent these nations from becoming completely dependent upon
Soviet military assistance.

Economic Benefits of Military Aid

Apart from its military and diplomatic significance, military assist-
ance also fits into the framework of U.S. economic objectives.
Through military assistance, a nation is relieved of part of the eco-
nomic burden of maintaining military forces with its own resources.
The total cost of maintaming a force with the help of U.S. military
assistance is usually less than if the nation were to use only its own

33



resources. In the first place, some of the weapons provided through
military assistance are excess to U.S. military needs and can be pro-
vided at very little real cost. Second, U.S. military assistance advisory
groups provide military supply management and planning advice,
enabling countries to avoid costly logistic mistakes and to eliminate
military units of marginal utility.

Military assistance has also contributed to improving the skill of the
labor forces in many of the underdeveloped nations, especially those
which rely primarily on conscripts for their military manpower.
Many of these conscripts acquire skills through U.S. military assistance
training programs which are of value when they return to civilian life.
In some countries, the period of military service is the only time when
large numbers of men are brought together in an environment where
they can be readily reached for educational purposes.

Civic action is another way in which military assistance furthers
economic objectives. Civic action is the use of military forces for
economic and social improvement, such as construction of roads, im-
provement of irrigation facilities, and air and sea lift for support of
economic projects. These projects serve several purposes. They pro-
vide an economic dividend from our military assistance investment;
they help create a better image of the local government in the eyes of
the populace ; and, in some countries, they help divert the loeal military
establishment away from the political arena into a more beneficial
area of endeavor. During the past year, military assistance support
of civic action activities in the underdeveloped nations has been greatly
expanded.

Perhaps the most significant economic contribution which military
assistance is making, however, is providing underdeveloped countries
with the capability to maintain a minimum level of law and order
necessary for economic development. Greater emphasis has been
placed on counterinsurgency and riot control training for MAP
recipient forces for purposes of maintaining an environment of
internal stability.

Military assistance also contributes to the economic well-being of
the U.S. by producing an inflow of dollars to help alleviate the balance
of payments problem. During fiscal year 1962, foreign purchases of
military items in the United States amounted to more than three
times the outflow of dollars resulting from military assistance expendi-
tures abroad. To a large extent, these purchases have come about
as a result of U.S. military assistance activities. The United States
has concluded special cost-sharing arrangements with some of the more
economically developed nations whereby military assistance funds
are used to defray a portion of the costs of items, the balance of the
cost consisting of dollar purchases in the United States by the recipi-
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ent nation. In addition, the United States has discontinued the
provision of spare parts support for items provided earlier under
military assistance to the Western European countries, with the result
that these nations now spend hundreds of millions of dollars to
purchase spare parts for such items from the United States.

Latin America

In fiscal year 1962, the Military Assistance Program furnished
arms, equipment, and training to 19 Latin American nations. About
$76.1 million was programed for fiscal year 1962, of which $18.9
was for training. This assistance was designed primarily for develop-
ing effective mobile forces which could preserve the security of the
Latin American nations against Communist subversion, infiltration,
and terrorism. In addition, this aid contributed to the defense against
a possible external threat to the sea lanes linking the two American
continents and the rest of the world.

The cornerstone of the United States foreign assistance program in
Latin America is the Alliance for Progress. The Military Assistance
Program furthers these aims by helping the Latin American govern-
ments develop well-trained and effective armed forces, which will
provide the stability and internal security necessary during the critical
period of economic and social reform,

The prospect for the near future is a continuing effort by the
international Communist movement to obstruct and retard the Alliance
for Progress. Consequently, the fiscal year 1962 Military Assistance
Program placed paramount emphasis on strengthening internal se-
curity forces, doubling the number of small infantry units being sup-
ported and increasing by more than 50 percent the number of MAP-
supported air transport squadrons. In addition, specialized counter-
insurgency training was greatly increased.

To meet the threat to the sealanes, the antisubmarine warfare
capability of selected maritime nations has been increased appreciably.
The United States has loaned a total of twenty destroyers and sub-
marines to South American countries. The U.S. Navy is working
closely with the naval forces of these countries through combined
training exercises. This support has contributed to their capability
for patrolling sealanes and for protecting coastal waters against
subversive infiltration by surface craft and submarines.

Africa

One way in which Africa is strategically important to the United
States is as a source of essential raw materials. In addition, those
countries bordering on the Mediterranean have special significance.
Our airbases and communications facilities in this region are vital
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links in our worldwide defense network. The Soviet bloc is seeking
opportunities to extend its influence in this area, as demonstrated by
recent offers of military assistance to (Ghana, Guinea, Morocco, and
Mali. It is most important that the United States prevent significant
Communist infiltration in Africa.

Military assistance to African countries is designed primarily to
improve the capabilities of military forces to maintain internal secu-
rity, and thus strengthen the political stability essential for economic
development. In certain instances, our military assistance programs
will be helpful through civic action programs. In those countries
where the United States has base requirements, military assistance
helps to insure continued use of the facilities.

Europe

Two significant factors have influenced our military assistance pro-
grams for Europe during the past year. First, new-material pro-
grams have been sharply reduced and, for several countries, discon-
tinued except for the completion of existing material commitments and
limited training. Second, for those countries still receiving grant aid,
new emphasis was given to the modernization of conventional forces,
in order to bring them into balance with the advanced weapons which
received the highest priorities of late.

As in recent years, no grant material was programed in fiscal year
1962 for Germany, France, Luxembourg, and the United Kingdom;
and, during the past year, this policy has been applied to Belgium,
Italy, and the Netherlands. Grant aid for all seven countries is now
limited to the completion of existing commitments and to selective
training courses.

Progress has been made in strengthening the military capability of
NATO. Europe will soon reach volume production of the versatile
F104G all-weather fighter and tactical-support aircraft, made possible
through a pooling of the finances and production capabilities of Ger-
many, the Netherlands, Belgium, and Italy.

The F104G aircraft consortium in Europe is not unique. There
are other jointly financed efforts producing the Hawk antiaircraft
missile, the Sidewinder missile and the Mark 44 homing torpedo. All
of these systems were originally American developments which are
now being produced on a cooperative basis in Flurope, with related
purchases of many U.S.-produced components. European countries
are also developing other items accepted for common production.
For example, there are the G-91 fighter and reconnaissance aireraft
in Italy; the French AMX series of tracked vehicles for use as self-
propelled artillery, light tanks, and personnel carriers; the French
SS-10/SS-11, and the more advanced ENTAC series of antitank mis-



siles. Development is nearing completion on a European design of a
maritime patrol aircraft, and a vertical takeoff support aircraft.

Common-funded multilateral projects, such as NATO infrastruc-
ture and NATO military headquarters support, and cost-sharing
projects now constitute a major portion of our remaining grant aid for
Europe. Cost-sharing and incentive programs are typified by ship-
building projects in Denmark, Norway, Portugal, and Italy, which
are now well underway.

Annual defense expenditures by our European NATO allies follow
the rising trend of recent years, as U.S. military assistance to Europe
declines rapidly. In fiscal year 1953, U.S. military assistance de-
liveries were about 25 percent of the European NATO nations’ total
defense expenditures, whereas in fiscal year 1962 they were only 3
percent.

Near East and South Asia

Most of the military assistance program for fiscal year 1962 in the
Near East and south Asia was directed toward Greece, Turkey, Iran,
and Pakistan. Training programs were carried out for Afghanistan,
Lebanon, Iraq, and Saudi Arabia. Jordan received modest material
and training benefits. The cumulative military assistance programs,
areawide through fiscal year 1962, totaled $4.6 billion.

Military assistance for the Near East-South Asia area is designed
to help maintain internal security, promote political stability, and
resist external aggression. This objective is particularly applicable
to those countries on the southern periphery of the Soviet bloe—
Greece, Turkey, Iran, and Pakistan. Pakistan, in addition to being
a member of SEATO, is a participant, along with Iran and Turkey,
in CENTO. Greece and Turkey provide substantial forces for the
protection of NATQ’s southeastern flank.

Elsewhere in the area, the military assistance program has been
employed primarily to improve internal security capabilities, as in the
case of Lebanon. Since fiscal year 1959, military aid to Lebanon has
declined steadily and is now confined exclusively to training. Simi-
larly, the fiscal year 1962 program for Saudi Arabia has been limited
to training, particularly for the Saudi air force.

The small fiscal year 1962 training programs for Afghanistan and
Iraq were designed to expose a limited number of military personnel
to U.S. techniques and doctrine as a modest counterbalance to extensive
Soviet military influence in both countries.

Far East

The Far East is of increasing strategic importance to the United
States. Through our military alliances there, our forward defense
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area is 5,000 miles from the west coast of the United States. It lies
across lines of communication to the Indian Ocean area and contains
300 million people allied with or friendly to the West. The loss of
Southeast Asia to forces hostile to the interests of the free world
could cut our sea and airlines of communications from the Pacific
to the Indian Ocean area. Without rapid means of communications
and transportation across this portion of the world, the United States
would be hard pressed to provide rapid support to its Asian allies.

Since 1950, the Republics of Korea and China, with substantial U.S.
assistance, have been successful in repelling all forms of Communist
aggression, including military attack. Also, Communist attempts to
subvert Malaya, Laos, and the Philippines have been repulsed. Our
strong stand against Communist aggression, in which the MAP plays
a key role, has also allowed Japan to emerge as a free and progres-
sively responsible member of the free world.

Today, the Republic of Vietnam continues to be subjected actively
to Communist attempts to gain control of this rich and important
area.

The loss of any of the southeast Asian countries from the free world
community would have substantial, far-reaching, and adverse effects
on the security of the United States and the Western World.

Improvements in MAP

Over the past few years, efforts have been aimed at steadily improv-
ing the administration of the Military Assistance Program. One of
the thorniest problems in the past has been spare parts management.
MAP efforts to alleviate this problem include: A spare parts cutoff
policy; the establishment of financial and “high dollar-value item”
requisition controls; and the establishment of regional inventory con-
trol points and storage and distribution depots (U.S. Army Logistics
Depot, Japan, and NATO Maintenance Supply Services Agency).

During 1962, another problem was attacked vigorously—that of the
size of the undelivered portion of prior year programs, particularly
spare parts and other consumables, which were suspected to have been
overprogramed in the past. «

This led to “Operation Shakeout,” for revalidating the undelivered
MAP balances and effecting the necessary adjustments of the records
of the Unified Commands, ODMA, and the military departments as of
July 1, 1962. By this review, the Defense Department hopes to ac-
complish a large recoupment of dormant funds.
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Military Assistance Program for Fiscal Year 1962 by
Country/by Region

Europe . .

Belgium
Denmark .
France . .
Germany .
Italy . .
Luxembourg
Netherlands
Norway
Portugal . .
Spain

United ngdom

{In thousands of dollars]

Infrastructure . . . .
Mutual Weapons Development Program . .

.....

. $1, 831,979

Europe area undistributed

Africa

North Africa:

Ethiopia .

Libya
Morocco !

Tunisia ! . .
Tropical Africa:

Cameroon

Dahomey .
Ghana . . .

Ivory Coast. .

Liberia .
Mali .
Niger

Nigeria . .

Senegal . .

Upper Volta L.
Africa area undistributed . .

Near East and South Asia .

Afghanistan . .

Greece . .
Iran .

Iraq .
Jordan .
Lebanon
Pakistan ! .
Saudi Arabia !
Turkey .

Near East and South Asm area undlstrlbuted e e e

370, 569

15,879
44, 446
5, 049
387
70, 703
21

25, 282
47, 148
7, 811
35, 286
21, 186
56, 146
8, 053

. 33,172

34, 465

11,734
721

284
104

5

120

1, 803
243
104

4

2, 476
108
16, 759

) 411, 065

4

119, 372
53, 067
36
3,894
52

179, 260

. 55, 380

1 Data classified: Included in the figure for regional area undistributed.
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Military Assistance Program for Fiscal Year 1962 by

Far East .

Cambodia

County/by Region—Continued

China, Repubhc of

Japan
Korea
Laos .
Philippine
Thailand
Vietnam

Ielands .

{In thousands of dollars]

Far East area undlstrlbuted

Latin America

Argentina
Bolivia .
Brazil
Chile . .

Colombia . .

Costa Rica .
Dominican Republic .

Ecuador

El Salvador . . .
Guatemala .

Haiti .

Honduras. .
Mexico . . .

Nicaragua
Panama
Paraguay
Peru . .

Uruguay . .

Venezuela

Latin America area undlstrlbuted

Nonregional

Administrative expenses

QOther nonregional .

$848, 685
9, 368
174, 921
70, 553
218, 663
74, 558
27, 251
81, 007
176, 482
15, 882

72,123

2, 234
1,405
22, 791
8, 269
9, 808
521
880

2, 201
815

2, 889
1, 244
1,038
324

1, 766
815
519

9, 997
1, 838
944
1,735

95, 072

24, 500
70, 572

VIII. PROGRAMS OF OTHER COUNTRIES AND OF

INTERNATIONAL ORGANIZATIONS

The efforts of the industrialized free world countries to expand aid
contributions on more favorable terms were increased during fiscal

year 1962,

The Development Assistance Committee (DAC) of the

Organization for Economic Cooperation and Development (OECD)

was the primary instrument for this purpose.
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among representatives of donor countries, consortia led by the World
Bank (IBRD), and OECD discussions in the United Nations, the
Colombo plan, and other international organizations in this field were
also utilized to achieve the objectives of increasing the flow of aid and
of making it more effective.

The Development Assistance Committee

The Development Assistance Committee (DAC) of OECD, com-
posed of aid-giving countries of Western Europe, the United States,
Canada, and Japan is the successor of the development assistance
group which was formed in 1960 as a forum for consultation on assist-
ance to less developed countries. Member countries agreed to expand
the flow of resources to the less developed countries, to improve the
effectiveness of development assistance, and to provide for increased
assistance in the form of grants or loans on favorable terms.

The first annual review of the development assistance programs of
DAC member countries took place in May and June, 1962. An im-
portant expansion was reported in the amount of aid in 1961 over
1960—an increase of $1.1 billion (22 percent) in total official net dis-
bursements of development resources to less developed countries. In
addition, private capital flows of $2.5 billion in 1960 and $2.7 billion
in 1961 were reported. The report also indicated significant liberaliza-
tion in the terms of aid.

Coordinating groups established in DAC provide effective instru-
ments for increasing, improving, and coordinating the aid extended
by various donors to individual recipient countries. Membership in
any group by DAC countries is voluntary and non-DA C members may
be invited to join. Agreement was reached in the OECD on organiz-
ing aid consortia for Greece and Turkey.

The DAC also showed increased interest in the teclinical assistance
needs of Latin America, and recognized the importance of the Alliance
for Progress in the achievement of economic and social development
in the area. Through the efforts of the DAC working group on tech-
nical cooperation, several European countries increased the number of
scholarships available to Latin America.

On May 17, 1961, in his address to the Canadian Parliament, Presi-
dent Kennedy proposed the establishment of a development center
under the sponsorship of the OECD. A center was agreed on by the
OECD in 1962 and should begin operation during 1963.

IBRD Consortia and Consultative Groups

The India and Pakistan consortia, organized under the auspices of
the World Bank, held meetings during fiscal year 1962 to consider the
financing requirements of the development plans of India and Paki-
stan. The Pakistan consortium, meeting in January 1962, succeeded in
raising $945 million in commitments for the second and third years
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(fiscal years 1962 and 1963) of Pakistan’s second 5-year development
plan. The United States provided $500 million, or about 53 percent
of this total.

The India consortium also met in January 1962 to review progress
in disbursements of the amounts previously committed by consortium
members. A meeting in May was adjourned because member coun-
tries, and several prospective new members, were not yet in a position
to announce additional commitments.

The IBRD), as administrator of the Indus Basin Development Fund,
held a number of meetings with representatives of the contributing
countries during the first half of 1962, to discuss a substantial increase
in the estimate of costs for the Indus Basin program. At the request
of the other contributors to the fund, the IBRD undertook negotia-
tions with the Pakistan Government to reduce the total cost, mainly
through the elimination or rescheduling of certain projects in the
overall system of works. The bank will continue to meet with the
other contributors and with Pakistan officials to reach a mutually
acceptable solution.

The IBRD also organized consultative groups to review the develop-
ment financing problems of Nigeria and Tunisia. These groups are
less formal than the consortia and are designed to facilitate consulta-
tion among the donor countries regarding the coordination and utiliza-
tion of assistance.

Coordination With the United Nations and its Specialized
Agencies

In line with the U.S. policy of close cooperation with the United Na-
tions, AID increased its emphasis during fiscal year 1962 on relating
U.S. bilateral aid programs with those of the United Nations. Asthe
major contributor to U.N. technical assistance programs, the United
States has a strong interest in assuring the efficiency and effectiveness
of U.N. programs, as well as in assuring coordination with U.S. aid
operations.

To carry out these functions, the AID staff was expanded, and co-
ordination with the Bureau of International Organization Affairs of
the Department of State was strengthened at both the policy and
operational levels. An ATID officer was assigned in November 1961,
for the first time to the staff of the U.S. mission to the United Nations,
as an advisor to the U.S, Ambassador to the TJ.N. Economic and Social
Council, and as liaison officer with the U.N. Secretariat on operational
matters.

Circular instructions were sent to all ATD missions as a supplement.
to AID program guidance and in relation to the U.N. Decade of
Development, informing them in some detail of the U.N. technical as-
sistance programs, and instructing them to concern themselves more
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directly with the U.N. programs in their countries and to work more
closely with the U.N. resident representatives in the field.

AID is deeply involved in regular operational coordination activities
at the U.N. headquarters level, particularly in relation to the programs
of the Special Fund and of the Expanded Program for Technical As-
sistance, to insure consistency with U.S. operations and to prevent
duplication of effort.

U.N. World Food Program

Activities were continued to translate into an effective operating
program the U.S. commitment to support a U.N. world food program.

Colombo Plan

The role of the Colombo plan in the economic development of South
and Southeast Asia was reviewed to see how we may benefit most from
the constructive potentialities of this organization.

Asign Institute of Economic Development

Onme of the central concepts of the program for the Decade of De-
velopment is the development of sound country economic plans and
programs as the basis for U.S. assistance. Because many of the less-
developed countries do not have sufficiently trained personnel to de-
velop economic plans, the United States assists in the training of such
personnel. The United States has supported a proposal by member
countries of the Economic Commission for Asia and the Far East
(ECAFE) to establish an Asian development institute designed
to improve economic planning. The institute is to be a center for the
training of about 60 persons annually, largely officials for economic
planning groups and related ministries of Asian countries. The fac-
ulty will also perform research and advisory services that contribute
to their own and the institute’s effectiveness.

IX. DEVELOPMENT FINANCE AND PRIVATE
ENTERPRISE

Private Enterprise

Among the important tools provided by Congress to encourage
the participation of private enterprise in the task of economic develop-
ment abroad are the Investment Guaranty, the Private Enterprise
(Cooley) Loan, and investment survey programs.

Investment Guaranty Programs

The investment guaranty program is one of AID’s basic tools for
facilitating and increasing the participation of American private
investors in developing the economic resources and productive capac-
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ities of the less developed countries. The Foreign Assistance Act
of 1961 expanded the scope of the specific risk investment guaranty
program and added two new programs; the extended risk investment
guaranty, and the extended risk guaranty for housing in Latin
America.

T he Specific Risk I nvestment Guaranty Program.

The oldest and most widely known of the guaranty programs is
the specific risk investment guaranty program which has been avail-
able to private investors since 1948. This program protects American
investments against the risks of inconvertibility, expropriation or
confiscation, and loss due to war, revolution, or insurrection.

The specific risk guaranty program experienced the biggest year
in its history in fiscal 1962. AID issued 91 guaranty contracts for a
total value of $307 million, almost one-third of the cumulative total
of $974 million in guaranties written since the inception of the pro-
gram. During the last quarter of fiscal year 1962 alone AID issued
almost $200 million in specific risk guaranties. As of June 30, 1962,
$796 million of these guaranties were still outstanding.

The continuing interest of the American business community in this
program is shown by the more than 500 applications received during
fiscal year 1962, an increase of 85 percent over the previous year. This
brought the total of applications in process to 664 for a total of $2.3
billion to provide investments in 44 less developed countries. This
sharp increase is expected to continue during the current fiscal year.

The prerequisites to guaranties in any country is a basic bilateral
agreement between the country and the United States, instituting the
guaranty program setting forth the procedure to be followed in case of
claims. Forty-four less developed countries have signed the basic bi-
lateral investment guaranty agreement providing for guaranties of
convertibility of foreign (local) currency received as a remittance of
earnings or repatriation of capital from insured American investments.
Forty of these countries have also agreed to guaranties against loss
from expropriation of investment. Twenty-one have agreed, in
addition, to guaranties against loss by damage to physical property
from war.

During fiscal year 1962, bilateral agreements were signed with six
countries; Ivory Coast, Uruguay, Togo, Niger, Dominican Republic,
and Guinea. Negotiations are underway either to expand the coverage
in existing agreements or to extend the guaranty program to more
countries, particularly in Latin America and Africa. Accordingly,
AID is in the process of revising the bilateral investment guaranty
agreements in the hope of extending guaranties to investors in coun-
tries where bilateral agreements are not yet in force.
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Extended Risk Investment Guaranties

The extended risk investment guaranty program, patterned after
a similar authority contained in the earlier Mutual Security Act, gave
AID the authority to insure up to 75 percent of any investment against
any risk (other than normally insurable risks) provided the loss did
not arise out of fraud or misconduct for which the investor was re-
sponsible. The 1961 legislation provided that emphasis in this pro-
gram was to be placed upon projects fostering social progress and the
development of small independent business enterprises. No single
guaranty issued could exceed $10 million and the total face amount for
all such guaranties outstanding at any one time was limited to $90
million.

The 1962 amendments to the Foreign Assistance Act extended this
guaranty to cover more than 75 percent (when necessary) of loan in-
vestments for housing projects where there was participation by the
private investor in the loan risk. The maximum amount for single-
loan guaranties was increased from $10 million to $25 million and the
ceiling on the aggregate face amount of all extended risk guaranties
was raised by the Congress from $90 million to $180 million.

The establishment of the new extended or all-risk guaranty program
has posed difficult policy and administrative problems, and has pro-
gressed comparatively slowly. Its judicious use is now one of AID’s
priority tasks.

Ewxtended Risk Investment Guaranties—Latin American Housing

The Foreign Assistance Act of 1961 established a special housing
guaranty program for Latin America. Under this program, ATID
was authorized to issue extended risk guaranties covering investments
in self-liquidating pilot or demonstration housing projects in Latin
America, housing similar to that insured by the Federal Housing Ad-
ministration, and suitable for Latin America. TUnder the 1961 Act,
the aggregate face amount of all such guaranties was limited to $10
million. Here again, under the provisions of the Foreign Assistance
Act of 1962, Congress strengthened the program and raised the ceiling
to $60 million.

While no housing guaranties were issued in fiscal year 1962, the
backlog of applications suggests that the entire $60 million authority
is likely to be used in fiscal year 1963.

Investment Surveys

Title IV of the Foreign Assistance Act of 1961 authorizes AID to
encourage private enterprise to undertake surveys of investment op-
portunities in less developed countries. ATD pays up to 50 percent of
the cost of these surveys. Congress appropriated $1.5 million for fiscal
1962 to start this program.
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Experience had shown that many potential investments were not
being made because companies were unwilling to spend the necessary
funds to identify investment opportunities in less developed countries.
Under newly revised guidelines, ATD proposes to cover on either a
pay-as-you-go or reimbursement basis, up to 50 percent of the cost of
any qualified investment survey. If the potential investor proceeds
with the investment, he will repay AID’s contribution to the survey
cost. If he decides not to invest, he will turn over to AID a pro-
fessionally acceptable investment survey report which will remain the
property of the U.S, Government for dissemination to other potential
investors.

In exceptional cases where the making of the survey is of particular
importance to the ATD program, the new guidelines provide for shar-
ing 50 percent of the cost regardless of the outcome of the survey.
For example, if an AID field mission had identified an area of invest-
ment as desirable within the framework of a country or regional pro-
gram and the Agency solicited the interest of a potential U.S. in-
vestor, the 50-percent. sharing provision would apply, regardless of
the outcome of the survey.

By the end of June 1962, ATD had received several hundred in-
quiries about, the investment survey program and the first grant had
been made. This grant was for a survey to determine whether it
would be technically and economically feasible to manufacture resins
in Pakistan. If,on the basis of the survey, the American company de-
termines that such an operation is feasible, the company plans to in-
vest its own funds, in conjunction with funds to be invested by local
Pakistani partners, to build resin plants in East Pakistan, West Paki-
stan, or both. Under the terms of the program, if the firm takes action
to proceed with its investment by September 25, 1963, it will repay
ATID’s contribution to the survey costs.

Private Enterprise Pilot Project

A pilot project to demonstrate joint venture arrangements between
American firms and businessmen of the less developed countries was
initiated at the end of the fiscal year. ATD and the Department of
Commerce, working closely with the host governments in ("olombia,
Pakistan, Nigeria, and Thailand, plan to encourage and assist the
forrmation of specific joint investments in selected industries which will
contribute rapidly and effectively to the economic growth of the host
country.

After the Embassy and AID missions—together with host govern-
ments—have identified specific industries which are appropriate to
the private sector and of a germinal and priority character, the De-
partment of Commerce and AID will bring these opportunities to
the attention of American business.
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In the promotion of these joint ventures, AID will utilize the
several tools provided by Congress including investment surveys,
direct dollar development loans, local currency “Cooley” loans, and
specific risk investment guaranties.

Development Banks

One of ATD’s programs for encouraging private enterprise, espe-
cially in the less developed countries, is the development bank program.
Although development banks may be government-owned institutions,
private entities, or joint public-private institutions, they are designed
primarily to make loans to private borrowers.

The primary function of development banks is to serve as a catalyst
and channel for investment in the private sector by injecting capital,
enterprise, and management into a developing economy. Such banks
offer a practical solution to the problem of making moderate amounts
of foreign or local currency available to small enterprise at reason-
able rates of interest and with medium- or long-term maturities. A
development bank may also provide managerial and technical assist-
ance to borrowers in such fields as business management, engineering,
accounting, and law. Finally, through economic studies and surveys,
a development bank may investigate, stimulate, and promote promis-
ing investment opportunities and bring them to the attention of both
foreign and local investors.

AID assists development banks through feasibility studies, tech-
nical assistance, and local currency and dollar loans. In the newly
emerging nations, AID finances initial surveys of the needs and re-
quirements for a development bank. Such studies were made in fiscal
1962 for Cyprus, Ghana, Niger, Senegal, and Sierra Leone.

Once the need for a development bank has been clearly established,
AID provides technical assistance and training to organize a new
bank or to improve the management of an existing bank. In Vietnam,
for example, an American consulting firm has been working with
the Industrial Development Center, providing management training
and assistance in the review of loan applications. In Thailand, two
American technicians worked full time with the Industrial Finance
Corporation. Four AID mission officers assisted the Korean Medium
Industry Fund and the Small Industry Fund in the implementation of
their loans. Similar technical services were performed by American
consulting firms in Colombia, Nepal, and Turkey. In addition, con-
tracts were negotiated to provide technical assistance to the Liberian
Development. Corporation and the Development Bank of Sudan.

Local currency loans, either from the proceeds of Public Law 480
sales or from counterpart funds (owned by the local governments but
subject to ATD approval as to use), are a third means of assisting
development banks. Local currency loans were authorized to banks
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in El Salvador, Iran, Nepal, Turkey, and others during the reporting
period.

Finally, AID authorized nine dollar-loans aggregating $114.5 mil-
lion to development banks to assist in financing the foreign exchange
required for subloans to private enterprises. Of the nine loans, two
were to institutions which had previously received financing from the
United States (the Industrial Finance Corporation of India and the
Pakistan Industrial Credit and Investment Corporation), and the
others represented financing of entirely new programs for the expan-
sion of industrial and agricultural credit. From April 1958 to June
30, 1962, development. banks had made 924 subloans totaling
$66.2 million.

The terms of AID loans to development banks were designed to pro-
vide sufficient “spread”, usually about 2 percent, between the rate
which the bank charged on its subloans and the rate it must pay under
the AID loan. This enables it to maintain a satisfactory financial
position. The actual interest rates charged by AID to the banks
varied from 4 percent to 5.75 percent and the maturities ranged from
7 years with no grace period, to 20 years and a 5-year grace period.

Development Financing

Under the Foreign Assistance Act of 1961, the development loan
operations of the Development Loan Fund (DLF) were transferred
to AID as of November 3, 1961, Many of the legislative criteria and
implementation policies of the DLLF were continued. AID loan terms
differ in two major respects: First, all repayments are required in dol-
lars instead of local currency as was the practice of the DLF'; secondly,
repayment terms for individual transactions are based primarily on
the overall capacity of the country to service dollar debt rather than
on the character of the activity financed.

Title I of Chapter 2 of the Foreign Assistance Act authorlzes loans,
payable as to principal and interest in U.S. dollars “to promote the
economic development of less developed friendly countries and areas,
with emphasis upon assisting long-range plans and programs de-
signed to develop economic resources and increase productive capaci-
ties.” This title requires that development loans may be made only
where there are reasonable prospects of repayment. The following
additional criteria are taken into account and apply to all borrowers,
governmental, qnasi-governmental, or private:

a. Whether financing conld be obtained in whole or in part
from other free world sources on reasonable terms,

b. The economie and technical soundness of the activity to be
financed,

¢. Whether the activity gives reasonable promise of con-
tributing to the development of economic resources or to



the increase of productive capacities in furtherance of the
purposes of title I,

d. The consistency of the activity with other development
activities being undertaken or planned, and its contribu-
tion to reliable long-range objectives,

e. The extent to which the recipient country is showing a re-
sponsiveness to the vital economic, political, and social
concerns of its people, and demonstrating a clear deter-
mination to take effective self-help measures, and

f. The possible effects upon the U.S. economy, with special
reference to areas of substantial labor surplus, of the loan
involved.

To ensure compliance with these legislative criteria AID developed
the following policies and procedures. In the first instance, AID con-
sidered only those loan applications to which local authorities attached
a high priority in their own scheme of development and in which local
interest was sufficient to warrant confidence in the success of the
activity.

Secondly, AID pursued several approaches to ensure that develop-
ment loans supplemented rather than supplanted other free world
sources of finance. In two countries, India and Pakistan, formal aid
consortia provided the mechanism through which AID coordinated its
lending activity with the World Bank and other participating foreign
governments. Informal consortia provided some coordination of this
type for Iran and Nigeria.

Another approach followed by AID to increase free world capital
assistance to less developed countries was to participate with non-
U.S. sources in specific projects, as the Transcameroon Railway which
is being financed jointly with the European Economic Community
(EEC). (See chapter VI for details.)

Formal AID procedures provide for coordination of all loan applica-
tions with the Export-Import Bank and with other U.S. Government
and international financial institutions through the National Advisory
Council. Cooperation with the Export-Import Bank has been particu-
larly productive, resulting in joint AID-Export-Import Bank loans to
several projects.

Another important criterion is the potential impact of the loan on
the U.S. economy. This impact may take one of two forms; the posi-
tive impact of the purchase of U.S. goods and services, and the
essentially negative aspect of creating industrial capacity abroad
which could result in competition with 17.S. products. With respect
to the former, AID assures a favorable impact on the U.S. economy
and on the overall U.S. balance-of-payments position in the over-
whelming majority of cases either by requiring that the funds loaned
to cover the foreign exchange costs of projects and activities be used
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strictly for U.S. procurement purposes or, in case of local cost financing
loans, by providing for special accounts to insure that the proceeds of
dollar loans used to finance local costs are devoted to U.S. procurement.

The potential negative impact on the U.S. economy of AID develop-
ment lending in fiscal year 1962 will be minimal, since nearly three-
fourths of the loans approved were of a type (nonproject, public
works, and feasibility studies) which will hot result in the production
of goods and services competitive with U.S. producers. In the case
of most loans to credit institutions, AID approval is required prior to
the granting of subloans in an amount in excess of $100,000. In other
instances, ceilings are set on the maximum amount of subloans from
which a single local industry can benefit. Finally, ATD specifies in
some loan documents a number of industries (e.g., cotton textiles)
which are in any case ineligible for subloans.

The majority of the industries being financed by AID loans to
private enterprises produce goods solely for domestic consnmption. In
one case where the issue of direct competition with T.S. producers was
raised, a special condition was included in the loan agreement that no
commercially significant exports were to be made by the borrower to
the United States.

The economic and technical soundness of each loan proposal is
thoronghly examined by AID’s engineering staff, frequently in con-
sultation with independent technical personnel and technical agencies
of the U.S. Government. In some instances, loan agreements have
included the condition that a qualified consulting firm will supervise
the installation and construction of the project and provide training
for the operating personnel.

Several precautions are taken to ensure reasonable prospects for
repayment of development loans. All of the loans to subsidiary gov-
ernment agencies include guaranties by the host country governments.
To assure repayment of loans to some private corporations, a limita-
tion on the payment of dividends is requested as a condition of the
loan. Finally, some form of security is required in a few of the loans
where the financial condition of the borrower is not clearly adequate.

Loan Policies and Terms

The relatively large proportion of development loans for two coun-
tries, India and Pakistan, and for commodity import programs, as
opposed to specific projects, stems from a fundamental change of
emphasis from a project approach to a country approach.

First, priority is given to those nations where U.S. foreign policy
objectives require support, where conditions are best for rapid economic
gains, and where the governments are taking self-help measures which
contribute to long-term development objectives.

Secondly, lending decisions are based on an appraisal of a country’s
overall problems and prospects rather than an analysis solely of an

50



isolated activity. While AID lending is geared to specific activities,
the choice of projects and programs, as well as the conditions, reflects
the overall assessment.

Thirdly, the country approach means that AID development lend-
ing is not confined to individual projects. Financing for develop-
ment requires a variety of assorted capital items, raw and semifinished
materials, and even consumption imports needed to keep an economy
alive and growing. Thus, an attempt is made to maintain a balance
between project and program lending in the recipient countries.

AID loan terms, whether for development loans or for loans under
supporting assistance, contingency funds, or the Latin American De-
velopment Act, are based primarily on fostering long-term economic
growth and political stability. They are also based on an estimate of
the borrowing country’s capacity to service long-term foreign debt.
In accordance with this policy, AID established as early as December
1961, a flexible set of terms which were applied to its development
loans. (These terms subsequently were applied, as amendments, to
most loans authorized prior to that time.) These are the principal
loan terms,

a. A 40-year maturity, including a 10-year grace period and
three-fourths of 1 percent per annum credit fee is applied
in loans to governments of most developing countries.

b. In cases where a borrowing country’s prospects are rela-
tively favorable, harder terms may be applied. One of the
following two combinations of terms may be employed :

Maturity . . . . . . 40 years . . . . . . 15, 20, or 25 years
Grace Period . . . . 10years. . . . . . 0 to 5 years
Interest . . . . . . . 3% credit fee . . . 3%, 3% % or 5% %

c. For countries with temporary balance-of-payments prob-
lems, terms on loans include a maturity of up to 5 years, 314
percent (or more) interest, and a grace period of up to 2
years, when deemed necessary.

d. Terms on loans to private borrowers and to public self-
liquidating, revenue-producing projects are set to impose
normal debt burdens. At the same time, an effort is made
to avoid unduly aggravating the host country’s balance-of-
payments positions. The usual case of this type will en-
compass a two-step repayment arrangement to be concluded
between the host country government and AID. Provi-
sion will be made for dollar repayment by the borrower on
normal terms. The borrower has the option, however, of
repaying the loan in local currency to the host government.
That government will then assume the obligation to repay
AID in dollars on terms similar to those that would have
been established for government-to-government loans.
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ATID also retains discretion to make direct loans on normal
terms to private enterprises and self-liquidating, revenue-
producing public projects. In these cases, the Agency will
bear in mind the capacity of the country to repay.

The relatively low interest rates and long repayment periods are
part of a program to induce the other free world nations to increase
the amount of their loans, decrease interest rates, and increase maturi-
ties of their loans to the developing countries. It is hoped that other
free world countries will adopt AID terms in their lending operations.

X. MATERIAL RESOURCES

Material resources accounted for approximately one-half the total
economic assistance providéd under the foreign aid program during
fiscal year 1962. Significant progress was made in the use of re-
sources in meeting foreign aid objectives while remaining responsive
to the needs of the 17.S. economy.

Considerable success was attained in several resource management
fields, such as the use of surplus ‘agricultural products in economic
development projects, the utilization of U.S.-owned excess personal
property in foreign aid development programs, and the use of surplus
national stockpile materials, wherever practicable, to meet the require-
ments of aid recipients.

Food for Peace

ATID administers those segments of the Food for Peace progrum re-
lating to foreign aid activities, as authorized by the Agricultural
Trade Development and Assistance Act of 1954 (Public Law 480, as
amended). Sales and grants abroad of U.S. surplus agricultural
commodities under the four titles of Public Law 480 totaled $2.1 bil-
lion in fiscal year 1962.

Title I permits the sale of agricultural commodities for foreign cur-
rencies. Sales agreements during the fiscal year totaled $1.6 billion.
Of the foreign currency proceeds, 84 percent is earmarked for country
programs with $1.096 billion for economic development, $147 million
for common defense uses, and $100 million for loans to private enter-
prise under that provision of the loan sponsored by Congressman
Cooley.

The portion earmarked for loans is by far the largest single use of
foreign currency sales, comprising more than 43 percent of the total
amount expected as a result of sales agreements concluded in fiscal
year 1962. Disbursements in fiscal 1962 were for various uses, includ-
ing river valley development in India; hydraulic works, railroad re-
habilitation and other construction in Spain; literacy training of the
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armed forces in Turkey; and development and rehabilitation of roads
in Indonesia and Iran.

Title I authorizes grants of agricultural commodities for emer-
gency assistance and economic development purposes. These grants
may be made to assist friendly governments or voluntary relief
agencies in programs for child feeding or refugee relief, or as partial
wages to unemployed or underemployed working on development
projects such as land clearing, earthen dams, central access roads, and
irrigation and drainage ditches. During fiscal year 1962, almost
$240 million was authorized for more than one million tons of com-
modities and ocean freight costs. Of this total, about 969,000 tons
valued at $156 million were authorized for disaster relief and refugee
programs in 25 countries including Algeria, the Congo, Jordan,
Brazil, and others. About 107,000 tons of commodities—at an esti-
mated Commodity Credit Corporation cost of $84 million—were pro-
vided for child feeding, economic development, and voluntary agency
programs in 11 countries.

Under 74dtle 111, surplus agricultural commodities may be donated
to American voluntary agencies and intergovernmental organizations
for free distribution to needy persons outside the United States.
These agencies play an important supplemental role in U.S. foreign
aid. During fiscal year 1962, 16 voluntary agencies plus the Ameri-
can Red Cross and United Nations International Children’s Emer-
gency Fund (UNICEF), shipped and distributed foods to more than
16 million recipients, about half of whom were children.

Title IV authorizes long-term supply and dollar credit sales of sur-
plus agricultural commodities. The first sales agreement under this
title was entered into during fiscal year 1962. Involved were sales
to six countries of commodities valued at $51 million.

It is planned to use increasing amounts of U.S. surplus agricultural
commodities for economic development in underdeveloped areas.
Plans inclnde the use of food to institute or expand: (1) economic de-
velopment work plans in areas where segments of the population are
underemployed and underfed; (2) resettlement and land reform pro-
grams to enhance social and economic progress; (3) livestock and
feeding programs to increase animal protein foods where needed ; and
(4) child-feeding programs, including school lunch and similar insti-
tutional programs.

Excess Personal Property
Section 102 of the Foreign Assistance Act of 1961 states:

It 1s the sense of the Congress that assistance under this part
should be complemented . . . by disposal of excess property
under this and other acts.
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In fiscal year 1962, domestic and foreign U.S. Government-owned
property with an acquisition cost of $34.4 million was transferred to
AID-financed projects as assistance complementary to new procure-
ment. In addition, $17.1 million of excess property was authorized
under the authority of section 607, in which the recipient country pays
all charges incident to such terms.

Under section 608 of the Act, excess property may be acquired in
advance of specific requirements. This enables ATD to mesh excess
property availabilities to demands and to offer more effective program
support on a planned basis. This stockpiling anthority was imple-
mented domestically through agreements with the Department of the
Army. Marshalling site facilities are being established in Europe
and the Far East to increase the utilization of excess property located
abroad.

A wide variety of excess property is in use in the foreign aid pro-
gram. Examples are: Excess clothing for Vietnam; excess machine
tools for India to develop a strengthened railway and mining in-
dustry ; excess machine shop equipment and tools for vocational educa-
tional institutions in Ecuador, Colombia, and other Latin American
countries; foreign excess for jointly sponsored United States/Turkey
economic development programs.

In addition to achieving more effective use of AID funds, the utiliza-
tion of domestic and foreign excess property promotes appreciation
of and preference for products of U.S. manufacture.

Stockpile Excess Disposal

It is AID policy to meet requirements of recipient countries for
material resoures with items excess to the national stockpile whenever
practicable. AID is participating with other U.S. agencies in develop-
ing methods and procedures for disposing of these materials through
the foreign aid program.

Based on the approved disposal plan for crude rubber, the follow-
ing action was taken in fiscal year 1962 :

ATD required suppliers of tires and tubes to purchase crude
rubber from General Services Administration in amounts
equal to the sales price of the tires and tubes they supply.
From March 1962, when this program was initiated, until
June 30, 1962, over $1 million in stockpile crude rubber was
contracted \for purchase from (GGeneral Services Administra-
tion under t)éis requirement.

All AID-financed crude rubber purchases in grades held in
the stockpile are tied to procurement from General Services
Administration: This involves price equalization with world
prices and, when required, the thawing of rubber through
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the use of U.S. commercial processing facilities to bring
hardened stockpile rubber up to standard quality.

Additional items will be used in the foreign aid program during
fiscal year 1963 as stockpile disposal plans are developed for com-
modities such as aluminum, copper, nickel, and tin. This activity
benefits the United States by conserving appropriated funds, improv-
ing the balance-of-payments situation, reducing stockpiling costs, and
making viable the assets represented by our excess stockpile material.

Use of U.S.-Flag Vessels

The Cargo Preference Act, Section 901(b), of the Merchant Marine
Act of 1936 as amended (Public Law 664, 83d Cong.) requires that
at least 50 percent of U.S. Government-financed cargo be shipped in
U.S.-flag vessels wherever the latter are available. If these services
do not exist, determinations of nonavailability may be made by AID
for individual shipments under unusual circumstances, or on a blanket
basis where there is a total absence of the required U.S.-flag service.

During fiscal year 1962, greater emphasis was given to U.S. source
procurement, and freight financing by AID was generally limited to
U.S.-flag vessels. This resulted in greater U.S.-flag participation as
shown by the following data (in thousands of tons).

Number Net cargo Shipped on U.S. flag

U.S. flag preference ——mMm————————————

Total available requirement Tons Percent

Fiscal year 1961. . 7, 852 1, 757 6,095 3,574 58. 6
Fiscal year 1962. . 7, 358 1, 595 5, 760 4,701 81. 6

Current plans call for a more intensive analysis of anticipated cargo
movements to assure adequacy of U.S.-flag vessels, and an accelera-
tion of traffic information and statistical data to promote improved
service by the shipping industry.

Cooperatives, Credit Unions, Savings and Loan Asso-
ciations
Section 601 of the Foreign Assistance Act of 1961 states in part:

... It is declared to be the policy of the United States
to encourage the development and use of cooperatives, credit
unions and savings and loan associations. .

This statement of policy resulted in a significant expansion in co-
operative activities during fiscal year 1962. The objectives are to
build cooperative institutions, credit unions, and savings and loan
associations in the private sector, and where appropriate, in govern-
ments as well, and to build a management capability through training
programs for local people.

Projects are encouraged which tend to bring the overall cooperative
program into balance between agriculturally oriented cooperatives
and other phases of cooperation, such as credit unions, savings and
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loan associations, rural electric arrangements, consumer services, and
others.

A leading role was taken by U.S. private groups in giving their
counsel to AID. A special advisory committee was set up to help to
coordinate proposed projects and to advise on proposals made by AID,
regional bureaus, and other interested groups.

U.S. private groups increased their already significant contribu-
tions to projects in the developing countries. AID funds were also
provided to expand ongoing projects or initiate new ones. These in-
cluded : Regional and country training and consultation service for
credit unions in 9 Latin American countries; a feasibility study of
national and international cooperative financing institutions in 6 Latin
American countries; preparation of country development plans for
cooperatives in 18 Latin American countries; and the training of young
farm organization and cooperative leaders in Africa and Latin
America.

Negotiations also were begun for expansion of the above-mentioned
contracts and for new contracts in such fields as rural electrification
and housing.

Agricultural Resources

Foreign aid pertaining to agricultural resources is tailored to pri-
ority needs of less-developed areas. Most recipient countries depend
upon agriculture almost entirely for food and clothing as well as for
foreign exchange generation to finance essential imports.

During fiscal year 1962, more than $60 million was obligated for
AID-financed procurement of agricultural commodities. Purchases
consisted primarily of production requirements such as fertilizer,
seeds and pesticides, and were made through private trade channels.
These commodities are sold within cooperating countries and generate
local currency counterpart, some of which is used for agricultural
projects within the country.

Small Business

The Foreign Assistance Act requires that advance information be
given to American firms, particularly simall business, on proposed pro-
curement to be financed with AID funds. Information obtained is
published in small business circulars which are available without
charge to any U.S. supplier on request. During fiscal year 1962, tlie
mailing list for these circulars reached 16,000.

AID also publishes procurement information bulletins announcing
the issuance of AID authorizations to governments abroad, and small
business memos giving U.S, suppliers helpful information regarding
export operations involving AID funds.

AID reviews specifications to assure that requirements are expressed
in terms of American standards and that competitive offers are pos-
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sible. The Agency supervises a marking program whereby commodi-
ties financed with AID funds are identified as aid from the United
States.

During fiscal year 1962, U.S. small business participation in the for-
eign aid program was encouraged by issuance of a new “Directory of
Combination Export Managers,” through panels to discuss AID pro-
curement policies and procedures, and by direct advice and help to
individual firms.

Voluntary Agencies

American voluntary agencies engender good will for the United
States by demonstrating the concern of individual Americans for peo-
ples denied basic necessities of life and opportunities for self-im-
provement. Their humanitarian activities have their roots in Ameri-
can tradition and in our firm belief in human dignity.

In addition to Public Law 480 activities discussed above, AID en-
courages and assists American voluntary nonprofit agencies by paying
the overseas freight costs of relief and rehabilitation supplies donated
to, or purchased by, these agencies. Twenty-seven U.S. voluntary
agencies are participating and are sending supplies to approximately
80 countries and areas. These supplies consist of items such as food,
clothing, medicines, hospital and school supplies and equipment, and
tools, in support of emergency and disaster relief, self-help projects,
and assistance to refugees. The voluntary agencies at their own ex-
pense maintain U.S. citizen representatives in the field to work directly
with the people. For their part, recipient countries must permit duty-
free entry of supplies. During fiscal year 1962, the value of privately
financed relief deliveries abroad was roughly $60 million against U.S.
Government expenditures of about $3 million for overseas freight.
For every dollar spent by AID in support of this program, nearly 20
times as much in value of goods was delivered overseas to people who
need our help.

Many of these private agencies engage in a wide range of technical
assistance projects supported by their own financing. Under contract
with AID, a technical assistance information clearinghouse was estab-
lished by the American Council on Voluntary Agencies for Foreign
Service to provide a channel for the exchange of information and
ideas between AID and the American voluntary sector.

A substantial increase in voluntary foreign aid during the 5 years
is expected both in supplies shipped and personnel assigned abroad.

XI. UNITED STATES PROCUREMENT

To minimize any adverse effect on the balance of payments caused
by aid operations, the Agency has continued to follow restrictive
procurement policies adopted late in 1959 and 1960. In the absence
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of a specific waiver, granted only when justified by special circum-
stances, recipient-country imports financed from development loan
funds must be procured in the United States and those financed from
other appropriation categories must be procured either in the United
States or in the less-developed countries of the free world.

Under these policies, the share of AID-financed commodities pro-
cured in the United States rose from 44 percent in fiscal year 1961 to
50 percent in fiscal 1962. As expenditures from obligations made
prior to the abandonment of unrestricted worldwide procurement
taper off, the U.S. share will continue to rise to an estimated 63 per-
cent in fiscal year 1963 and 70 percent in fiscal year 1964, As long as
the U.S. balance-of-payments problem persists and these policies con-
tinue, offshore procurement will eventually be concentrated in the less-
developed countries, where foreign exchange earnings are quickly
spent. for needed imports, many of which will be obtained in the
United States. This procurement pattern makes a significant con-
tribution to the development efforts of the supplying countries, thereby
reducing their need for aid, while representing a minimal drain on
the U.S. balance of payments.

As a further protective step, AID adopted a new policy applicable
to dolars transferred directly to recipient governments or used to
purchase foreign currencies needed for local expenditures in the host
countries. Under the new policy these dollars must be nsed by the
receiving country only for the purchase of 17.S. goods and services.
Waivers will be granted only when essential to the fulfillment of
program objectives.

In addition, a policy has been adopted to discontinue the financing
of commodities of which the United States is a net importer. As a
result of this measure it is anticipated that the share of U.S. pro-
curement of goods and services in the AID program will rise in
future years to 80 or 85 percent. The remaining hard core of off-
shore costs consists of contributions to international organizations,
overseas operational expenditures including contract services, some
procurement in less-developed countries, and cash support in a very
few essential cases.

XII. ADMINISTRATION
A New Agency

Fiscal year 1962 was a year of transition in the administration of
the foreign assistance program. Formerly, the program was diffused
among several agencies. The Agency for International Development
was designed to weld the various elements of the foreign assistance
program into oxe cohesive and smoothly functioning agency.



During fiscal year 1962, the primary administrative concern of ATD
was the establishment and operation of the new organization. It has
required a major restructuring of the organization involving com-
plex human relationships and unusual internal and external institu-
tional relationships, and a major recasting of planning and operating
concepts. Some of the more general administrative accomplishments
achieved in the past fiscal year are:

a. The organizational structure has been established.

b. Those personnel of the predecessor agencies determined
to be necessary were transferred to AID and appropriately
placed within the new organization. As a result of the
staff review required by Section 621 of the Foreign Assist-
ance Act of 1961, 274 ICA employees were terminated
because they were determined not to be necessary for trans-
fer to AID.

c. Most of the key positions have been filled, a large number
with outstanding people from outside the Government
service.

d. The installation of a new program development and execu-
tion system, giving increased authority and flexibility to
T.S. Ambassadors and mission directors for both program
planning and execution, is well underway.

e. A reorganization of the personnel administration funetion
has been iunitiated, including expedited updating of pro-
cedural directives, to insure more effective management of
the Agency’s manpower resources.

f. Plans have been developed for a strengthened person-
nel-training program designed to better prepare employees
for their work, and to prepare both employees and their
families for more effective dealing with people in foreign
countries,

Continued progress also was made in improving the administration
of the program. Following are some of the more significant improve-
ments introduced during the year.

Goal-Oriented Missions

As a pilot program, basic organization changes were made in the
missions in Costa Rica, Venezuela, Panama, and Chile. The basic
feature of the new organizational concept, called the “goal-oriented
mission,” is a structure built around those country development goals
identified as requiring U.S. support. The goal-oriented organization
replaces the old pattern of a technical division for every technical field
in which activities were undertaken. The internal structure of the
new divisions is small and fluid, requiring only a limited number of
full-time advisers and technicians supported by short-term consul-
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tants or contract employees, In addition to facilitating program plan-
ning and implementation, this new structure will permit more effective
utilization of manpower by integrating the efforts of a variety ot
specialists to obtain a clearly defined goal. The goal-oriented mission
concept is being initiated in Latin America because of the priority
given the Alliance for Progress.

Korean Mission Reorganization

An intensive management survey has been made of the largest AID
mission (IXorea) to adjust its organization structure to the reoriented
economic assistance program in Korea and to achieve more economy
and efficiency in its operation. The reorganization simplified report-
ing relationships by reducing the nnmber of individuals directly re-
sponsible to the director.

Consolidation of Administrative Services for Selected
Oversea Posts

During fiscal year 1962, Consolidated Administrative Management
Organizations (CAMQ) became operational in five African posts
(Sierra Leone, Gabon, Ivory Coast, Cameroon, and Sudan). CAMO
is a single administrative unit with responsibility for supporting all
elements of the country mission, i.e., State, ATD, USIA, and Peace
Corps. The essence of this approach is to obtain highly qualified per-
sonnel representing a broad range of experience with various foreign
affairs agencies. CAMO was created to increase the efficiency of pro-
viding administrative support to all U.S. field elements and to improve
utilization of scarce administrative talent, especially in an area such
as Africa where it is difficult to attract and retain competent admin-
istrative personnel.

Executive Staffing

A special campaign was launched during fiseal year 1962 to recruit
top-level executives from the American business and industrial com-
munity for service overseas as mission directors, deputy directors, or
in other high-level posts. As a result, a total of 27 highly qualified
executives entered on duty during the fourth quarter. Prior to their
departure for oversea posts, all participated in a 6-week orientation
program for senior officers which placed special emphasis on: U.S.
goals and AID responsibilities in the conduct of foreign policy; the
economic development process; individual regional and area studies;
and the process of communiecating in a cross-cultural environment.
A significant supplement was a 4-week program conducted for wives
and adult dependents accompanying the new executives to their posts
of duty.
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Decentralized Contracting Procedures

The reorganization has required the drafting of new procedures
designed to enable the regional bureaus to carry out their new opera-
tional responsibilities.

A pilot contract processing and reporting system has been designed
and approved for installation in the Near East/South Asia regional
bureau. This system has been prepared to clarify the role and re-
sponsibilities of individuals who are involved in various aspects of
preparing and monitoring contract actions for technical service work
in overseas AI1D missions.

Revised Program Guidelines

During fiscal year 1962, the Agency began to develop new fiscal
year 1964 program guidelines to carry forward the concepts expressed
in the President’s messages leading to the Foreign Assistance Act, as
well as to implement the congressional intent specified in that act,
as amended. The guidelines are basically designed to assure the co-
ordination of U.S. foreign assistance programs with all other elements
of U.S. foreign policy and national security interests.

Simplification of Regulations

In cooperation with the State Department, a significant project
has been undertaken to review State-AID administrative policies and
1egul,\tions to eliminate nonessential differences between agencies.
It is anticipated that these efforts will greatly simplify field
administration.

Participating Agency Relationships

In order to increase cooperation between AID and other depart-
ments and agencies of the Federal Government, AID is reexamining
all its agreements with the “participating agencies.” Pursuant to
Section 621 of the Foreign Assistance Act of 1961, AID seeks to use
the resources of all such agencies to the maximum extent practicable.

A study in depth of interagency relations has been completed. Its
extensive recommendations are now being givea full and careful
consideration by AID. A new general agreement already has been
signed between the Housing and Home Finance Agency and AID.
For the first time, AID is also about to sign such an agreement with
the Federal Home Loan Bank Board.

Financial Reports

During this fiscal year, a comprehensive review of the format, dis-
tribution, and use of the Agency’s financial reports was undertaken.
One example was the “Pipeline Analysis Report” which was rede-
signed so as to: (a) Itemize the number of months required to liqui-
date the unpaid obligations outstanding at field installations each
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month; (b) compare each field installation with the regional and
worldwide average; and (c) depict the 10 installations which have
the most unsatisfactory pipeline condition.

Funding of Participating Agencies

Arrangements were initiated with the Department of Commerce
for the purpose of effecting reimbursements directly to each of the
bureaus incurring costs on behalf of AII. Under the new reimburse-
ment procedure, improved accounting and reporting techniques were
made possible and the prior system under which AID allocated funds
to the Department (which in turn suballocated funds to each of the
bureaus) was eliminated.

Automatic Data Processing

During fiscal year 1962, AID increased the core-storage capacity
of its computer from 4,000 to 16,000. This added capacity will enable
the Agency to expedite processing of its own applications, including
one report now prepared under contract.

Some of the additional uses initiated during the past year included :

Adaption of AID payroll operations to automatic data
processing. The computer will be utilized to calculate sal-
aries, maintain payroll records, and prepare derivative re-
ports. The system will be faster and more accurate than
the previous entirely manual operation when it is fully im-
plemented. The target date for completion of the system
was January 1, 1963.

Development and adaptation to automatic data processing
of a project accounting system and a project progress report-
ing system. Together the two systems will provide informa-
tion on the management progress as well as the fiscal status
of the project.

Records Management

A records survey program was begun in fiscal year 1962 and actual
installation of the new system in Washington and the missions will
take place in fiseal year 1963. This is one of three pilot programs
being conducted with the assistance of the National Archives and
Records Service of the General Services Administration and may be
the basis for a governmentwide revision of filing systems.

AID is well conceived organizationally and should provide the
structure necessary for a unified and smoothly functioning foreign
assistance program. However, administration and management does
not cease with reorganization. Much remains to be done in the estab-
lishment of a program development and execution system, the revision
of procedures, and in the improvement of the general administration
of the program and the Agency.
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APPENDIX I

New Development Loan Authorizations in Fiscal Year
1962*

ELECTRIC POWER—$196,6 MILLION

G hana, $7 million 30-year 3.5-percent loan of September 9, 1961. Loan
number 641-H-002. Borrower: Government of Ghana. This loan
supplements a $20 million loan previously authorized by the Devel-
opment Loan Fund in May, 1961. Tt represents part of the U.S. con-
tribution to the financing of a Volta River dam and power project.
The total cost of the project is about $200 million, of which a substau-
tial portion is being covered by loans from the International Bank for
Reconstruction and Development, the Government of the UTnited King-
dom and the U.S. Export-Import Bank.

When completed, the dam and powerplant will prompt a substantial
increase in the development of Ghanaian natural resources, particularly
in the processing of bauxite. The principal consumer of electricity
generated by this project will be an aluminum smelter, yet to be built.
In addition to developing Ghana’s aluminum potential, the project
offers subsidiary opportunities for irrigation and inland water trans-
portation.

A task force was specially appointed by President Kennedy to study
this one loan. The group’s chairman was Industrialist Clarence Ran-
dall. The loan was authorized only after this citizen’s group had in-
vestigated the political and fiscal ramifications of this project and had
recommended approval.

India, $33.6 million 40-year 3/-percent loan of January 19, 1962. Loan
number 386~-H-052, Borrower: Government of India. The Govern-
ment of India will relend these funds to the Gujarat State Electricity
Board. The interest rate will be no less than 314 percent per annum;
a repayment. period will be no longer than 20 years, The loan will then
assist in financing the construction of a 250-megawatt, thermal-elec-
tric, power-generating station at Dhuvaran, New Cambay, Gujarat
State, India. Associated transmission lines and substations will also
be financed.

*Not net figures ; do not reflect reductions from prior loan authorizations.
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Continued emphasis on industrialization in India requires vigorous
cllorts to close the energy gap on which industrialization depends.
The inerease in power-generating capacity which will result from this
project will e one of the biggest sources of energy in western India.
It will permit existing industry to expand in the Cambay area. Also
accomuodated will be new industries, such as cement, textiles, petro-
lemm, heavy manufacturing and chemicals. These industries are to
begin operations in the area during India’s third 5-year plan.

India, %38 million 40-year 3/ -percent loan of January 30, 1962. Loan
number: 386-11-056. Borrower: GGovernment of India. The Govern-
ment of India will relend these funds to the Electricity Board of the
State of West Bengal. Interest rates will be no less than 314 percent.
The repayment period will be no longer than 20 years.

The loan will then assist in financing foreign exchange costs of a
300-megawatt, thermal-electric, power-generating station at Bandel,
State of West Bengal, India.

The region of West Bengal (which inclndes the city of Calcutta) is
one of India’s most industrialized areas; extensive industrial growth is
planned here in the nation’s third 5-year plan. Shortages of foreign
exchange have prevented the constrnetion of the necessary power-
plants to keep up with industrial developments. Thus, a power short-
age is currently a limiting factor in further development. Power from
the Bandel power project will be distributed over existing transmis-
sion lines, This power will then serve industrial lands in the area
avound Caleutta, provide energy for railway tract electrification, and
pump water connected withirrigation in the area.

Indin, $20.2 million 40-year 34-percent loan of March 23, 1962.
Loan number 386-H-061. Borrower: Government of India. The
Government of India will relend the funds to the State Electricity
Board of Kerala at an interest rate no less than 314, percent and a
repayment period no longer than 15 years.

The loan will finance foreign exchange costs of the Pamba-Kakki
hydroelectric project in the State of Kerala, India.

The industrial development of the State of Kerala largely has
heen retarded by a lack of adequate electric power for industrial uses.
This power project will more than double the installed power genera-
tion capacity in Kerala. It will help attract industry to Kerala, and
should serve to diversify the economy of the state. The project will
also benefit in adjacent areas in helping irrigation as well as salinity
and toxicity control.

India, $17.9 million 18-year 314-percent loan of May 29, 1962.*
Loan number 386-H-063. Borrower: The Tata Power Co., Ltd.; The
Tata Hydroelectric Power Supply Co., Ltd., and, the Andhra Valley

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at 3; percent.



Power Supply, Litd., India. The loan will assist in financing foreign
exchange costs of purchasing and installing a fourth thermal-electric
generating unit, of 125-megawatt capacity, at the Trombay Thermal
Power Station, Bombay, Maharashtra State, India.

The Tata Electric system serves the Bombay-Poona region of

Maharashtra State, one of India’s most populous and heavily in-
dustrialized regions. Apart from commerce and shipping, the in-
dustries in this area include textile mills, oil refineries, rayon, chemical,
automobile and light engineering. These industries are to be expanded
under the third 5-year plan. Availability of adequate power is a
major need for that expansion.
India, $8.4 million 40-year 3/ -percent loan of June 29, 1962. ILoan
number 386-H-068. Borrower: The (Government of India. The
Government of India will relend these funds to the State Electricity
Department of the State of Andhra Pradesh. Interest rates will be
no less than 314 percent per annum and a repayment period will be
no longer than 15 years. The loan will then assist in financing foreign
exchange costs of purchasing and installing a thermal-electric generat-
ing unit of 60-million-watt capacity. This unit will be at the Rama-
gundam Thermal Power Station_in the State of Andhra Pradesh,
India.

Largely to meet the demands of India’s expanding industrial sector,
installed electric-generating capacity is to be increased from 5.7 million
kilowatts at the end of the second-plan period (1960-61) to 13.4 million
kilowatts by the end of the third-plan period (1965-66). The present
installed capacity of the Ramagundam Station is unable to meet peak
power loads. The load demand is growing rapidly. Power generated
by the Ramagundam project will, therefore, make a significant con-
tribution to the providing of local power for cement factories, collier-
ies, paper mills, etc.

India, $16 million 40-years 3/-percent loan of June 29, 1962. Loan
number 386-H-069. Borrower: The Governmeut of India. The Gov-
ernment of India will relend these funds to the Punjab State Electric-
ity Board and the Municipal Corp. of Dellii. The interest rates will
be no less than 314 percent per annum. Repayment will be no longer
than 15 years. The loan will assist in financing the foreign exchange
costs of constructing a thermal-electric generating station at New
Delhi. Also included will be three 60-megawatt turbine-generator
units, boiler and turbine auxiliaries, and ancillary equipment.

At present, generating plants are unable to meet the growing de-
mand for electric power in this region. In fiscal 1962, the estimated
Delhi shortage was 27 megawatts. By 1965, the shortage is expected
to rise to 45 megawatts. The estimated Punjab shortage is expected
to rise to 303 megawatts during the same period. The power output
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of the project financed by this loan will be used in the Delhi and
Punjab areas.

Korea, $20.9 million 40-year 3/-percent loan of December 18, 1961.
Loan number 489-H-014. Borrower: Government of Korea. The
Government of Korea will relend the funds to the Korea Electric Co.
The interest rates will be no less than 314 percent with repayment to
the Government of Korea within 22 years. The purpose of this loan
is to assist in financing foreign exchange costs of equipment, materials,
and services necessary for installing a 132-megawatt thermal power-
plant and ancillary facilities near Pusan, Korea.

The plant will represent a major step toward successful accomplish-
ment of the accelerated electric-power generation effort of Korea. It
will help remove existing bottlenecks in power generation and trans-
mission. These bottlenecks slowed down and disrupted industrial
production, imposed major hardships on household consumers, and
contributed to the inhibition of economic growth in Pusan and the
rest of the country.

Palistan, $8.6 million 40-year 3/-percent. loan of April 18,1962. Loan
number 391-H-043. Borrower: The Government of Pakistan. The
loan will assist in financing the foreign exchange costs to the expan-
sion and improvement of the power-distribution systems in the Dacca
and Chittagong areas of East akistan, the two principal load centers
which will utilize power from the Karnafuli Hydroelectric project.
Increasing industrial production and population in the cities of
Dacca and Chittagong, ast Pakistan, is expected to increase power
consumption from 47 megawatts to 141 megawatts by 1967. This in-
creased demand will be satisfied by the new power provided by the
Karnafuli Hydroelectric project only if present distribution and see-
ondary transmission facilities are substantially modified and expanded
as provided by this investment. The Government of Pakistan will
relend these funds to the East Pakistan Water and Power Develop-
ment Authority. Interest rates will be no less than 314 percent per
annum; the repayment period will be no longer than 25 years.

Pakistan, $26 million 25-year 3Ll4-percent loan of April 18, 1962.*
Loan number: 396-H-042. Borrower: The Karachi Electric Supply
Corp., Ltd. (KESC). The loan will assist in financing foreign ex-
change costs in the construction of a 132-megawatt thermal-electric
power-generating station and allied works at Karachi, Pakistan.

The development of an adequate supply of electric power has not.
kept pace with the increase of industrial and commercial as well as
residential demand in Karachi. By the end of 1962, KESC's capacity
is expected to increase to 101 megawatts while demand is expected

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at 3] percent.



to rise to 175 megawatts. The completion of this new generating
station in 1965 should provide Karachi with a firm capacity of 200
megawatts. That capacity will, for the first time since partition,
give the city an adequate power base to meet its growing require-
ments.

TRANSPORTATION—RAILROADS—$93.2 MILLION

Cameroon, $9.2 million 40-year 3/-percent loan of June 29, 1962.
Loan number 694-H-001. Borrower: The Government of the Federal
Republic of Cameroon. The loan will assist in financing foreign ex-
change and local costs of material, equipment, and services required
for the construction of an approximately 205-mile extension to the
Cameroon Railway system from Yaounde to Goyoum. The European
Economic Community and the Governments of France and the
Cameroon are contributing an additional $27.65 million to this linking
of Yaounde to Goyoum.

About two-thirds of the Cameroon’s output never enters the market
economy. This is partly due to a lack of adequate transport facili-
ties, The rate of economic growth has been the greatest in the south.
There the transport system is well developed; the north, on the other
hand, has remained economically backward in the absence of adequate
facilities. Containing 40 percent of the country’s population, the
north has considerable potential in agriculture and minerals. The ex-
tension of the railway up to Goyoum will expand the development
potential of this area and bring the south port of Douala within easy
access.

India, $43 million 40-year 34-percent loan of May 31, 1962. Loan
number 386-H-058. Borrower: Government of India. The loan will
assist in financing foreign exchange costs in the acquisition of diesel
locomotives. The loan will also finance spare parts and maintenance
equipment. Operating personnel will be trained.

India’s third 5-year plan anticipates an expansion of railway traf-
fic from 154 to 245 million tons by 1966. The 158 diesel locomotives
financed under the loan will make a significant contribution toward
increasing the carrying capacity of India’s present railways.

Pakistan, $31 million 40-year 34-percent loan of June 26, 1962. Loan
- number 391-H-045. Borrower: The president of Pakistan. The loan
will be used to finance foreign exchange costs of acquiring locomotives,
coaching vehicles (other than passenger cars), wagons, truck ma-
terial, and materials for other engineering works. This loan imple-
ments a portion of a plan for developing and rehabilitating Pakistan’s
railways during the second 5-year plan (1960-65).
The railways presently are operating at full capacity. Except by
modernizing and expanding their facilities, they will be unable to



handle the traffic that is expected to be generated during the second
5-year plan. The ton-mile freight traffic during the 5-year span is
expected to increase by 37.1 percent on the Pakistan Western Rail-
way and by 42.1 percent on the Pakistan Eastern Railway. Moderni-
zation will provide the additional capacity needed for the Indus
Valley development, a key to economic progress in west Pakistan.

Turkey, $10 million 40-year 3/-percent loan of May 31, 1962. Loan
number 277-H-033. Borrower: Government of Turkey. The Gov-
ernment of Turkey will relend these fuunds to the Turkish State
Railways Administration at an interest rate no less than 314 percent
per annum. The repayment period will be no longer than 15 years.
The loan will then finance foreign exchange costs of approximately
33 diesel electric locomotives, related spare parts, tools, training aids,
and other services will also be financed.

These diesel locomotives will bring a significant increase in the
carrying capacity of the Istanbul-Ankara Railway line, the backbone
of Turkey’s transportation system. This line has reached the limit
of its capacity with single-track and steam operation. Since engine
replacements are necessary in any case, tlis project will permit replace-
ment at lower initial capital cost, as compared to engine replacement
with comparable steam units, and result in reduced operating cost as
compared to existing steam facilities.

TRANSPORTATION —ROADS—4%7.3 MILLION

Bolivia, $2.4 million 40-year 3/;-percent loan of February 8, 1962, of
which only $0.4 million represented a new commitment. ILoan number
511-H-009. Borrower: Government of Bolivia. This loan will fi-
nance foreign exchange costs of highway maintenance equipment,
spare parts, and shop tools. These items will help complete a plan
of Bolivia’s National Road Service. Equipment procured under this
loan will be used primarily for current maintenance work on roads
already improved by the road service.

Only $400,000 of this loan was committed from AID development
loan funds. The remainder of $2 million had been allocated (com-
mitted) but not obligated by the former Development Loan Fund.

{ran, $6 million 17-year 314-percent loan of February 8, 1962. Loan
number 265-11-011.  Borrower: Government of Iran. This loan will
assist the plan organization of the GGovernment of Iran in financing
costs connected with the construction of primary roads linking the
Persian Gulf to the Caspian Sea.

Improvement of the Iranian highway network will reduce the geo-
graphic isolation of many communities. Farm-to-market roads, for
imstance, will be provided.
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Nicaragua, $3.7 million loan of February 9, 1962, of which only $0.9
million represented a new commitment. (Terms not yet established.)
Loan number 524-H-005. Borrower : Government of Nicaragua. The
loan will assist in financing construction cost for approximately 124
kilometers of roads in the western part of Nicaragua. This AID loan
is a follow-on loan to an earlier highway construction credit author-
ized by the Development Loan Fund in an amount of $4.3 million in
May 1961. Only $900,000 of this loan was committed from AID
Development Loan Funds. The remainder of $2.8 million had been
allocated (committed) but not obligated by the former Development
Loan Fund.

The roads are priority highways within the framework of the Nic-
araguan national highway program. Their completion will link por-
tions of Nicaragua’s best agricultural zones to major urban markets
and to the principal seaport on the Pacific coast.

TRANSPORTATION—AIRPORTS—$1.2 MILLION

Bolivia, $1.2 million 40-year 3/-percent loan of May 31, 1962. ILoan
number 511-H-011. Borrower: Government of the Republic of
Bolivia. This is an increase in a loan authorized by the Development
Loan Fund in 1951 (original amount: $1.5 million). The increment
will cover increased costs of airport construction and engineering
services for the terminal building of the El Alto Airport at La Paz,
Bolivia.

Improvement of the El Alto Airport will permit its operation on a
round-the-clock basis. Safety factors for airplanes using the airport
will be improved.

TRANSPORTATION—PIPELINES—§2.8 MILLION

Palkistan, $2.8 million 12-year 53/-percent loan of June 15, 1962*.
Loan number 391-H-044. Borrowers: Sui Gas Transmission Co.,
Ltd., Karachi, Pakistan. The loan will finance foreign exchange
costs for the establishment of a gas-compressor station at Nawabsha.
The station will maintain required working pressure in a pipeline for
the growing Hyderabad and Karachi communities.

Natural gas is one of the few natural resources of Pakistan. Two
primary benefits will be derived from its development ~ First, encour-
agement of its use in industrial development will directly aid the
balance-of-payments situation in Pakistan : Not as much fuel will have
to be imported. Second, the use of the Sui gas pipeline will greatly
alleviate an overburdened transport system: The pipeline will provide
means independent of rail and port facilities for carrying fuel to dis-

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at 3, percent.
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tribution centers. Tt is estimated that substitution of the indigenous
supply of gas for other fuels will save $95 million in foreign exchange
during the first 18 years of operation.

INDUSTRIAL—MINING—$59.2 MILLION

Ghana, $55 million 20-year 53/-percent loan of June 28, 1962. Ioan
number 641-H-003. Borrowers: Volta Aluminum Co., Ltd.
(VALCO). The loan will assist in financing the foreign exchange
requirements of an aluminum smelter to be constructed at Tema in
Ghana in conjunction with the Volta River hydroelectric project.

The smelter, in fact, will be the principal consumer of electricity to
be generated by the facility.

The Export-Import Bank, which signed a loan agreement with the
borrower on February 8, 1962, is making and administering this loan.
AID is sharing in the loan by providing the Export-Import Bank
with one-half of the funds; AID) will receive its pro rata share of the
repayments, of both principal and interest.

India, $4.2 million 40-year 34-percent loan of January 24,1962. Toan
number 386-H-057. Borrower: Government of India. The Govern-
ment of India will relend the funds to the Hindustan Steel Co., Ltd.
The interest rate will be no less than 314 percent per annum. Repay-
ment period will be no longer than 15 years. The loan will then assist
in financing foreign exchange costs of constructing and equipping a
coal washery plant. This processing facility will be located at
Patherdili in the State of Bihar, India,

Reserves of metallurgical coals in India are limited in relation to
demands by India’s steel mills. Requirements of washed coal for the
major steel plants are estimated at about 8 million tons per annum.
Against this requirement, five washeries presently operate supplying
about 4 million tons. The new Patherdih Coal Washery is expected
to add another 2 million tons per annum to India’s washed-coal
capacity.

INDUSTRIAL—AUTOMOTIVE—$32.5 MILLION

Indio, $3 million 15-year 53/ -percent loan of December 18,1961.* Loan
number 386-1-059. Borrower: The Prentier Automobiles, Litd. The
loan will assist in financing foreign exchange costs for import ma-
chinery required to produce sheet metal components for Premier trucks
and automobiles, and modernize and expand the capacity of related
parts of the borrower’s plant. Tt supplements an earlier DLF loan of
$7.2 million for the samme purpose.

The third 5-year plan calls for expanding the highway network;
a corollary to this is an increased emphasis on the production of com-
mercial vehicles. IKxpansion of the vehicle plant will contribute im-

*See footnote on p. 73.
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portantly to the achievement of India’s long-range transportation
objectives. The loan will increase the indigenous component of Pre-
mier’s automotive production, providing foreign exchange savings of
up to $2.1 million. The loan will also be used to modernize the firm’s
capacity. The project will serve to strengthen and stimulate the pri-
vate sector of the Indian economy ; that strengthening in turn should
help to ensure that private enterprise continues as the major producer
of automotive vehicles in India.

India, $15.8 million 10-year 53/ -percent loan of June 26, 1962.* Loan
number 386-H-066. Borrower: The Hindustan Motors, Ltd., Hooghly
District, West Bengal, India. The loan will assist in financing foreign
exchange costs of expanding and improving the Hindustan Motors,
Litd., truck and automobile manufactnring plant. The financing will
increase plant capacity and production, and increase the domestically
manufactured content of Hindustan motor vehicles.

The third 5-year plan indicates a greater recognition of the critical
role to be played by commercial highway transport in carrying India’s
goods and services. This appraisal is reinforced by the serious trans-
port bottlenecks of the past 2 years, bottlenecks that have had a dele-
terious effect on India’s development efforts. The increase in domestic
production resulting from this investment will help overcome the
shortage of vehicles for road transport.

Indio, $13.7 milliord&year 53/ -percent loan of June 26, 1962.* Loan
number 386-H-067. Borrower: The TATA Engineering & Loocomo-
tive Co., Ltd. (TELLO). The loan will assist in financing foreign
exchange costs of expanding the capacity of the TELLCO TATA-
Mercedes Benz truck plant from 12,000 vehicles a year to 18,000 by
1964; and increasing the domestically manufactured content of the
TELCO truck from 78 percent to 86 percent. Thus, this loan will
effect a direct reduction in the anticipated third-plan commercial traf-
fic deficit; will help to reduce the drain on India’s foreign exchange;
and will, accordingly, contribute to India’s economic development.

INDUSTRIAL—GENERAL—$19.45 MILLION

India, $9.8 million 12-year 53/ -percent loan of March 28, 1962.* Ioan
number 386-H-060. Borrower: The Delhi Cloth & General Mills Co.,
Ltd., New Delhi, India. The loan will assist in financing foreign ex-
change costs of equipment, materials, and services required to establish
a plant to produce filament yarn and rayon tire cord fabrie, and
a related plant to produce rayon-grade pulp from cotton linters. The
linters will be the cellulose raw material for the filament yarn facility.

To meet the third 5-year plan requirements for tires, it is estimated
that the major Indian tire producers will have to increase their input

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at % percent.
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of tire cord from the present 13.4 million pounds to over 27 million
pounds. Since all rayon tire cord is currently imported, an annual
foreign exchange saving of 3.8 million is estimated once both plants
are in operation.

India, $2.3 million 9-year 534-percent loan of June 29, 1962.* Loan
number 386-H-070. Borrower: NAPCO Bevel Gear of India, Ltd.,
Faridabad, Punjab State, India. The loan will assist in financing
foreign exchange costs of equipment and services required to establish
a precision-gear plant in India. Basically, the project involves the
purchase and transfer to India of the precision-gear manufacturing
equipment of the Detroit Bevel Gear Division of NAPCO Industries,
Inc. A factory is being built at Faridabad to accommodate this equip-
ment, and some additional new equipment is being provided.

NAPCO Bevel Gear of India will produce gears for vehicle produc-
tion in India. Since a large portion of these gears are currently being
imported, this project will save valuable foreign exchange and, in addi-
tion, is expected to earn approxinately $2.4 million annually through
the export of gears in excess of Indian requirements.

Korea, $4.25 million 12-year 534-percent loan of Febrnary 21, 1962.*
Loan number 489-H-015. Borrower. Hyun Dai Construction Co.,
Ltd. The loan will assist in financing foreign exchange costs of build-
ing a cement plant in the vicinity of Tanyang, Korea. The plant will
have a production eapacity of 150,000 metric tons per year. The new
facility will help satisfy the heavy Korean demands, stemming from
economic development needs and reconstruction requirements.
Domestic cement production is well below the level of demand, neces-
sitating foreign exchange expenditures for very costly cement imports.

Philippines, $0.1 million 10-year 534-percent loan of September 29,
1961. Loan number 492-H-012. Borrower: Bataan Pulp & Paper
Mills, Inc. This is an increase of a $5.3-million loan originally au-
thorized by the Development Loan Fund in 1959. The increment will
be used to procure items urgently needed to complete the construction
of an integrated pulp and paper mill on the Bataan Peninsula in the
Philippines.

When completed, the plant will produce pulp and paper to replace
imports estimated at a value of about $5 million annually. The project
will also lead to an improvement of bamboo cultivation in the area
and give employment to 600 people, thus enhancing the income
potential of local residents. Greater availability of locally produced
paper will permit increased use of paper for many purposes and will
help meet material requirements of the developing Philippine
economy.

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at 8, percent.
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United Arab Republic, $3 million 12-year 53,-percent loan of April
26, 1962.* I.oan number 2683-H-014. Borrower: Societe Misr Pour
La Rayonne, Kafr El Dawar, United Arab Republic. This loan will
finance foreign exchange costs of a project to expand an existing
viscose and cellophane production plant.

Foreign exchange shortages have recently resulted in import restrie-
tions on cellophane and rayon staple fiber. The project will result in
import savings insofar as it eliminates the import of these products.
Some cellophane may still be imported, however. Although this proj-
ect will produce consumer products, it is regarded as significant in
the overall development of the Egyptian economy.

INTERMEDIATE CREDIT INSTITUTIONS—$114.5 MILLION

Chile, $40 million 40-year 3/-percent loan of June 26, 1962. Loan
number 513-H-017. Borrower: Corporacion de Fomento de la Pro-
duction (CORFO). The loan will assist in financing the costs of
goods and services for capital projects. The projects will involve elec-
tric power, transportation, housing, school and hospital construction,
irrigation, ports, water and sanitary works, urban paving, atrport im-
provement, credits to private industrial and agricultural enterprises,
and other economic and social development projects, CORFO is to
relend the funds to help finance capital projects of public entities cov-
ered by the Government of Chile budget, to public corporations and
to private sector enterprises. A U.S. engineering consulting firm is
to be contracted by CORFO under the loan to approve all subproj-
ects and to assist in administering the loan.

The projects eligible for financing under this loan cover a wide
range of activities basic to economic development. Hence, the loan will
contribute to the overall growth of the Chilean economy, as well as to
the social welfare of the Chilean population. The loan is related to a
larger U.S. commitment of economic assistance to Chile.

Feuador, $5 million 20-year 534-percent loan of February 9, 1962.*
Loan number 518-H-014. Borrower: National Securities Commission
of Ecuador.

The loan is designed to help finance, through the National Securi-
ties Commission (an antomonous government agency), the establish-
ment and expansion of industrial enterprises in Ecuador. The funds
will be used by the National Securities Commission to purchase in-
dustrial mortgage bonds issued and guaranteed by the banking sys-
tem to finance procurement of goods and services for enterprises with-
in categories approved by AID. A portion of the loan is to be set

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States in 40 years at 3, percent.

75



aside and used for financing assistance to small and handicraft en-
terprises in the Ecuadorean economy.

Use of AID funds through the intermediary of the National Se-
curities Commission will contribute to Ecuador’s industrial develop-
ment objectives by helping to increase domestic production, employ-
ment. and income and by relieving pressure on FEcuador’s foreign ex-
change position. Investments will be directed into those economic ac-
tivities in which Ecuador enjoys comparative cost advantages.

(Freece, $5 million 15-year 414-percent loan of May 31, 1962. Loan
number 240-H-021. Borrower: The National Bank of Greece, S.A.,
Athens, Greece. The loan will assist in providing foreign exchange
required for medium- and long-term subloans by the borrower to pri-
vate enterprises in Greece. The loan will be used for projects con-
tributing to the economic development of Greece.

The current Greek 5-year plan, covering the years 1960 to 1964 in-
clusive, projects an investment total of some $3.67 billion, two-thirds
of which is anticipated for the private sector. This development bank
foan is intended to make some contribution toward the latter goal since
it will provide external financing requirements for Greek small
industry.

(Treece, $5 million 15-year 414-percent loan of May 31, 1962. Loan
number 240-H-022. Borrower: The Economic Development Financ-
ing Organization, Athens, Greece; a government corporation. The
loan will assist in providing foreign exchange required for medium-
and long-term subloans to private enterprises in (ireece. The loan will
be for projects contributing to the economic development of Greece.

The current Greek 5-year plan, covering the years 1960 to 1964,
projects an investment total of some $3.67 billion, two-thirds of which
is anticipated fov the private sector. This development bank loan is
intended to make some contribution toward the latter goal. The loan
will provide the external financing requirements for (Greek small
industry.

India, $20 million 15-vear 5-percent loan of March 23, 1962.* Loan
number 386-H-062. Borrower: The Industrial Finance Corp. of
India, (IFC). The loan will provide foreign exchange to be reloaned
to private entrepreneurs in India. It will then be used to cover the
foreign exchange costs of industrial projects contributing to India’s
economic development.

The development of a viable and expanding private sector is essen-
tial for success in meeting the goals of India’s third 5-year plan. The
IFC has been fostering industrial development by providing loans
and guarantees of medium- and long-terms to the growing Indian

*The borrower may repay the host government on the above terms, provided the latter
ngrees to repay the United States in 40 years at 3] percent.
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entrepreneurial class. Itslocal currency resources have been adequate,
but its normal functioning in granting long-term industrial loans has
been hampered in the past by the lack of foreign exchange. This loan
will contribute to an expanding private industrial sector in India.

Mexico, $20 million 40-year 34-percent loan of June 20, 1962. Loan
number 523-H-020. Borrower: Nacional Financiera, S.A. This loan
to Nacional Financiera, a financial agency of the Mexican Govern-
ment, is to be administered by the Bank of Mexico through the Fund
for the Guarantee and Promotion of Agriculture, Livestock, and
Poultry Farming. This will assist the Bank of Mexico and the fund
in a program for the extension of medium- and long-term credit to
owners of small-scale farms.

Pakiston, $7.5 million T-year 5-percent loan of January 3, 1962.* TLoan
number 391-11-041. Borrower: The Pakistan Industrial Credit &
Investment Corp. (PICIC), a privately held development bank. The
loan will provide foreign exchange to be reloaned to private entre-
preneurs in Pakistan. Tt will cover the foreign exchange costs of
industrial projects contributing to Pakistan’s economic development.

PICIC currently represents virtually the only source of foreign ex-
change for new private investment in Pakistan. As such, it plays a
central role in the economy and is recognized by the government as
a key operation in apportioning foreign exchange. Provided an enter-
prise is within a general industrial category approved by the govern-
ment, PICIC’s determination that the investment is financially and
economically sound automatically entitles the borrower to the neces-
sary government licenses.

Sudan, $2 million 15-year 4-percent loan of December 18,1961.* TLoan
number 650-11-023. Borrower: Industrial Bank of Sudan. The pur-
pose of the loan is to provide the Industrial Bank of Sudan with
foreign exchange funds needed for relending to industrial enterprises.
The funds will be relent on medium- and long-term bases for mutually
agreed upon categories of industrial activity. The Government of
Sudan is to provide additional financial resources, in both equity and
loan forms, to the borrower.

Although it is anticipated that agriculture will continue to consti-
tute the principal field for investment in the Sudan and account for
the largest proportion of the country’s gross national product, the
proportion of gross national product generated by industry is also
expected to rise during the next decade. The Government of Sudan
is making particular efforts to encourage industrial expansion. The
establishment and provision of foreign exchange funds to the Indus-
trial Bank of the Sudan will materially assist in reaching
industrialization. '

*The borrower may repay the host government on the above terms, provided the latter
agrees to repay the United States In 40 years at 3 percent.
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Venezuela, $10 million 20-year 3/-percent loan of April 10, 1962.
TLoan number 529-H-003. Borrower: Agricultural & Livestock
Bank of Venezuela. The loan will assist in financing a program of
supervised agrieultural credit in Venezuela. The program opevates
through the Agricultural & Livestock Bank, other Venezuelan Gov-
ernment agencies, & private institution of the United States, and the
Agency for International Development, The program combines tech-
nical assistance with credit facilities, making it possible for low-in-
come farmers with sufficient land resources to learn new production
methods and to acquire facilities to make needed improvements in their
farm, home, and production facilities. The objectives are to provide
more stability for the farms, to increase net income and to improve
living conditions and educational opportunities for the farm family.

AGRICULTURE—GRAIN STORAGE—$31.7 MILLION

Syria, $1+.7 million 40-year 34-percent loan of June 22, 1962. Loan
number 276-H-008. DBorrower: Government of the Syrian Arab Re-
public. The loan will finanee a national system of grain storage and
handling facilities in the Syrian Arab Republic. The project con-
sists of the full engineeving and construction of 11 storage facilities,
1 feed mill, and 3 certified feed facilities.

Syrian aunthorities have been exploring the feasibility of a national
system of grain storage since the mid-1956's. The project financed by
this Toan will, on the basis of conservalive estimates of avoidable
storage losses, result in a potential annual saving of 8 percent of pro-
duced grains. This will represent an anunal saving to the national
economy of $11 to $12 million a year.

United Arab Republic. $17 million 40-year 3/ -percent loan of April 26,
1962, TLoan number 263-H-015. Borrower: The Government of the
TUnited Arab Republic. The purpose of the loan is to finance the
first of a two-phased national system of grain storage and handling
facilities in Egvpt. The total project consists of the full engineering
and construction of 49 silos.  Of these, three are port facilities, four
ave terminal facilities, four are large distribution silos, and 38 are
small distribntion silos.

The present facilities, equipment, and system for storing, handling.
and distributing grain in Egypt are completely inadequate to cope
even with the existing sitnation. TUnless improved facilities and a
more efficient system are provided, this inadequacy will become more
acite under the pressure of a rapidly growing popnlation. Physical
losses of grain froin rodents, insects, and related damages were esti-
mated at nearly 8 percent of the total grain consumed in 1960, for an
estimated value of $10 million. The new system is expected to reduce
these losses by 50 percent.
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AGRICULTURE—WATER AND IRRIGATION—$22.1 MILLION

Peru. $8.6 million 40-year 34-percent loan of February 9,1962. Loan
number 527-H-022. Borrower: Government of Peru. This loan is
to help finance local costs of improving Lima’s water and sewernge
svstem. The foreign exchange costs of the project are to be met with
a companion Export-Import Bank loan of $6.5 million announced at
the same time.

The project involves laying about 600 miles of water mains and more
than 25 miles of sewer pipe with ancillary reservoir, meterage, and
storage equipment. The project will serve to rehabilitate and expand
TLima’s present water system, one that has not been enlarged since 1920.
The new system will remedy present deficiencies in the water and
sewerage system. Since Lima contains much of Peru’s total economic
and industrial enterprise, completion of the project will make a vital
contribution to Peruvian national growth and well-being.

T hailand, $11.1 million 30-year 3-percent loan of May 31, 1962. Loan
number 493-H-010. Borrower: Government of Thailand. The loan
will help cover foreign exchange and local costs of three irrigation
svstem projects in northern and northeastern Thailand. Two of the
projects are in the Mekong River Basin (on the Lam Pra Plerng
River near Korat and the Lam Pao River near Kalasin in the heart
of the northeast region) while the third (on the Me Tang River) is
near the Burmese border in extreme northern Thailand.

The project to be financed with the proceeds of this loan are key
segments of the Thai program for developing presently depressed
areas. By providing flood control and continuous irrigation for 118,-
000 acres of farmland, the projects will lead to an increase in both
rice and upland crop production.

T'unisia, $2.4 million 40-year 34-percent loan of December 18, 1961,
Loan number 664-H-012. Borrower: Government of Tunisia. The
loan will assist in financing foreign exchange costs of equipment,
materials, and services required to increase the dependable water sup-
ply for Tunis and its suburbs. It will lelp construct a 2,800,000-
cubic-meter regulating reservoir and the installation of related facili-
ties, including principally a filtration plant. The cost of this project
is $1,547,000 of which this loan will finance $800,000. The remainder
will be provided by the Government of Tunisia.

The loan will also assist In financing foreign exchange costs of equip-
ment, materials, and services required to incrense the water supply for
Sfax and its suburbs. It will help expand the capacity of the Sbeitla-
Sfax main waterline to 3,600 gallons per minute and will improve and
extend the water distribution system in and around Sfax. The cost
of this project is $1,428,000 of which this loan will finance $600,000.
The remainder will be provided by the Government of Tunisia.
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Finally, the loan will assist in financing foreign exchange costs of
equipment, materials, and services required to install wells, an elec-
trical-distribution system, a pumping system, regulating basins, a
water-distribution system, and land-development works necessary to
provide irrigation for approximately 3,400 acres of land in the Cape
Bon Peninsula. The cost of this project is $2,070,000 of which this
loan will finance $1 million. The remainder will be provided by the
Government of Tunisia.

FEASIBILITY STUDIES—$9 MILLION

Bolivia, $6 million 40-year 34-percent loan of June 8, 1962. TLoan
number 511-H-010. Borrower: Government of Bolivia. This loan
will assist in financing costs of economic and engineering studies to
determine the technical and economic feasibility of specific develop-
ment projects in Bolivia. The proceeds of the loan will be used to
finance contracts with U.S. firms for studies of specific projects. The
projects will include economic and social matters, including road
construction, agriculture, industry, mining, petrolenm and natural
cas, and power.

The loan will help to overcome deficiencies in the supply of tech-
nical skills in Bolivia; tlese skills are required to make effective and
adequate studies of development project needs. By providing financ-
ing for the services of technicians, tlre loan will speed up the pre-
paratory process. It should place Bolivia in position to submit com-
plete applications for projects designed to stimulate economic growth
and diversification.

Peru, $3 million 40-year 3/4-percent loan of June 8, 1962. Loan num-
ber 527-H-023. Borrower: Goverument of Peru. This loan is to
assist in finaneing foreign exchange and local currency costs of feasi-
bility studies of priovity development projects in Peru. The projects
to be studied include activities in many social and economic fields, in-
cluding water and sewerage, irrigation, highways, railroads, ports,
and small powerplants.

The financing made available by this loan will help to remedy a
serious obstacle to accelerated investment in Peru, i.e., the present in-
ability of Peru to complete and finance economic and engineering
studies needed to forinulate development projects. The loan is ex-
pected to generate the information and data needed to underlie ap-
plications for assistance from major external lending institutions.
The loan will also assist in the long run by training Peruvians in the
correct procedures and methods of economic development planning
and investment.
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COMMUNICATIONS—$5.2 MILLION

China (Taiwan), $5.2 million 40-year 3/-percent loan of February
9, 1962. Loan number 484-H-026. Borrower: Government of the
Republic of China. The loan is to be used by the Taiwan Telecom-
munications Administration (an agency of the Republic of China). It
will help improve telephone service in three large commercial and in-
dustrial centers. The project includes installation of 41,500 terminals
of automatic equipment in 17 exchanges, conversion of selected manual
service to dial operation, expansion of telephone exchanges, and the
provision of power-supply packs, meters, and related equipment.

Telephone installations in Taiwan suffered heavy damage in World
War II. At the present time, the use of telephones is restricted, with
virtually no applications for new service being accepted. The need
for improvement is especially great in the three major industrial areas
around Taipei, Taichung, and Xaohsiung. Three more effective com-
munications systems will result in greater abilities on the part of
industries to meet the country’s market and business needs. Rather
than household subscriber needs, the project is designed primarily to
satisfy commercial and business requirements.

NONPROJECT LOANS—$501.5 MILLION

Argentina, $20 million, 15-year 314-percent loan of February 17, 1962.
Loan number 510-H-005. Borrower: Government of Argentina.
This loan finances exchange costs of essential imports into Argentina.
All goods, materials, equipment, and services financed with loan
proceeds are to be procured from U.S. sources.

Brazil, $74.5 million 40-year 34-percent loan of November 16, 1961.
Loan number 512-H-004. Borrower: Banco do Brasil, S.A. The
purpose of this loan—released in stages since November 1961—is to
provide assistance to the Brazilian Government’s program of promot-
ing economic and social progress under conditions of financial sta-
bility. These objectives are an essential part of the Alliance for
Progress concept, as expressed in the Charter of Punta del Este. The
proceeds of the loan will be used to help Brazil finance essential im-
ports from the United States.

The loan is in implementation of financial agreements concluded be-
tween the United States and Brazil in May 1961. At that time, the
United States announced $338 million of new credits (accompanied by
new credits from other governments, private sources, and inter-
national financial institutions). Up to $100 million is to be provided
from resources available through ATD. '

China (Taiwan),$20 million 40-year 3/-percent loan of June 12, 1962.
Loan number 484-H-029. Borrower: Government of the Republic
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of China (Taiwan). This loan will be used to finance imports from
the United States of essential industrial commodities and equipment.
These items will relate to the expansion of Taiwan’s industrial and
investment activity. TU.S. assistance to Taiwan’s accelerated develop-
ment program is keyed to a series of self-help measures pledged by
the Republic of China Government in 1960. In fiscal 1962, major
assistance to Taiwan for essential imports was shifted from a grant to
a loan basis.

The commodities to be procured include electrodes, hides and
leather, zinc and lead, sulphur, rubber, pulp, iron and steel, chemicals,
machinery, and spare parts, which will be of direct and indirect bene-
fit to private enterprises in China and to the overall Chinese develop-
ment effort.

India, $200 million 40-year 3/-percent loan of March 16, 1962. ILoan
number 386-H-055. DBorrower: Government of India. The purpose
of the loan is to assist in financing imports from the United States
that are essential to India’s development programs.

AID financing of imports is based on the levels and types of imports
that are required to further India’s developmental efforts. Another
factor is the assistance that was pledged by other free world nations
in the course of special meetings during May and June 1961.

Imports to be financed by this loan, a large part of which are for
the private sector in India, include nonferrous metals, fertilizers,
trucks and auto components, steel, machinery, synthetic rubber, tire
cord synthetic yarn, dyes, drugs, plastic materials, tools, lubricants,
and aviation fuel.

Israel, $10 million 20-year 34-percent loan of December 18, 1961.
Looan number 271-H-063. Borrower: Government of Israel. The
loan will finance the acquisition and importation of capital equipment,
materials, and related services by private industrial firms in Israel.

Israel, $35 million 20-year 3/-percent loan of June 29, 1962. Loan
number 271-H-071. Borrower: Government of Israel. The loan
will finance purchases of U.S. capital equipment materials, and serv-
ices required in modernizing the Israeli economy, and purchases of
U.S. raw materials and components for processing by Israeli in-
dustries.

Israel has been making rapid strides forward in its economic de-
velopment. In the 5-year span from 1956 through 1960, total gross
national product increased well over 50 percent. To maintain this
rate, Israel requires heavy imports of investment goods, such as those
financed by this loan. More than 95 percent of the new loan funds
will be reloaned by the Government of Israel to private enterprises.

Pakistan, $42 million 40-year 34-percent loan of June 29, 1962. ILoan
number 391-H-046. Borrower: The president of Pakistan. This



loan will assist in financing foreign exchange costs of selected essential
commodity imports. These imports are essential to the development
of Pakistan’s industrial, agricultural, and institutional sectors.

The imports financed under this loan are needed for the achievement
of productivity targets established in Pakistan’s second 5-year plan.
To realize this plan, the Government of Pakistan has begun liberaliz-
ing import controls. Key industries will be able to import commod-
ities required for plant operation at 100 percent of one-shift capacity.
In the agricultural sector, Pakistan hopes to achieve self-sufficiency
in agricultural products by 1965; this will require increase in food-
grain production of 21 percent. To foster this productivity, it is
essential to import fertilizers, pesticides, tractors, and other farm ma-
chinery that is available in sufficient quantity only from abroad.
Pakistan, $90 million 40-year 3/ -percent loan of June 29, 1962, Loan
number 391-H-039. Borrower: The Government of Pakistan. The
loan will assist in financing foreign exchange costs for imports to
Pakistan of iron and steel. These items are required from January 1,
1962, and will carry forward Pakistan’s second 5-year plan.

Although it had virtually no industry at the time of gaining inde-

pendence 15 years ago, by 1960 Pakistan’s industrial output was
generating 14 percent of the gross national product. Since that. time,
strong needs have arisen for iron, steel, machinery, and raw mate-
rials, mainly to supply industrial plants. These imports—including
pig iron, steel billets, sheets, plates, wire, structurals, rounds, and pipe
strips—are essential to the furtherance of Pakistan’s economic
development.
Tunisia, $10 million 40-year 34-percent loan of May 4, 1962. Loan
number 664~-H-011. Borrower: Government of Tunisia. The loan
will assist in financing foreign exchange costs involved in procuring
essential commodities from the United States, and transporting
those commodities on U.S. flag vessels. The local currency generated
by the loan will provide, as part of the economic development pro-
gram, needed support for agriculture, forestry, transportation, manu-
facturing, service activity, and community development.
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APPENDIX 1II
AID Advisory Committees

(as of June 30, 1962)

ADVISORY COMMITTEE ON ECONOMIC DEVELOPMENT

Epwarp Mason: Dean, Graduate School of Public Administra-
tion, Harvard University, chairman.

Max Micoigan: Director, Center for International Studies, Mas-
sachnsetts Institute of Technology.

VixceENT Barxerr: Director, Tustitute of Development Economics,
Williams College.

Eariee DEesrres: Director, Research Center in Kconomic Growth,
Stanford University.

Lucian Pyr: Professor of DPolitical Science, Center of Interna-
tional Studies, Massachusetts Institute of Technology.

Lioyp Revwowbs: Director, Center for Quantitative Study on
Economie Structuve and Growth, Yale University.

Epwix Youna: Dean of the College of Letters and Science, Uni-
versity of Wisconsin. ’

Horrs Cuaenery: AID Headquarters, secretary. .
Two-day monthly meetings are held to review AID economic

policies and to advise on research.

DEVELOPMENT LOAN COMMITTEE

Fowrer Hasmteron®: AID Administrator, chairman.

Harorp F. Linper: Chairman of the Board of Directors of the Export-
Inmport Bank of Washington.

Grirrira 3. JonxNsow: Assistant Secretary of State for Economic
Affairs.

Jorrn M. Leppy: Assistant Secretary of the Treasury dealing with in-
ternational finance.

Seyymour M. Peyser: AID Headquarters, secretary.
Meetings are held on an average of {wice a month to establish

standards and criteria for development lending operations.

*David E. Bell became Administrator in December 1962,
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U.S. PUBLIC ADVISORY STAFF

DerLev W. Bronk : President, The Rockefeller Institute.
Harrison Scorr Brown: Professor of Geochemistry, California In-
stitute of Technology.

RoBerT ALAN CHArrIE: Director, Advanced Projects Research, Union

Carbide Co.

Freperick H. Harbison: Director, Industrial Relations Section,

Princeton University.

J. GEorGE HarrAR: President, The Rockefeller Foundation.

ArvaNn R.HovLmsere: Professor of Anthropology, Cornell University.
Wirriam A. W, Kress: Vice President, Arthur D. Little Co.

Isapor Lusin: Economic Consultant, 20th Century Fund.

Warsat McDermorr: Chairman, Department of Public Health and

Preventive Medicine, Cornell University.

Max MiLLigan: Director, Center of International Studies, Massa-
chusetts Institute of Technology.
Rosert SwaiNn MorisoN: Director for Medical and National Sciences,

The Rockefeller Foundation.

Artaur T. MosHER: Council on Economic and Cultural Affairs, Inc.

Frank Press: Professor of Geophysics, California Institute of
Technology.

Isipor I. RaBi: Professor of Physics, Columbia University.

Tuomas J. Warson: President, International Business Machines, Inec.

JERrOLD RiNnacH ZacHaRrias: Professor of Physics, Massachusetts In-
stitute of Technology.

Lreona BaumaarrNer: ATD Headquarters, Secretary.

Meetings held whenever required by the Executive Director of the
Science Conference Staff preparing materials for the U.N. Conference
on the Application of Science and Technology for the Less-Developed
Areas, to be held in Geneva in February 1963.

LABOR ADVISORY COMMITTEE

ANTHONY LucHEK: Professor of Labor Education, University of
Wisconsin.

JosepH P. O’DonnNiLL: Executive Director, Trade Union Program,
New York State.

Mavrice F. NEurEL>: Professor of Industrial Labor Relations, Cor-
nell University.

StaNLEY RuTTENBERG : Director, Department of Research, AFL—CIO.

SyLvia GoTTLIEB: Assistant to the President, Communications Work-
ers of America.

Frep K. HoEHLER, Jr.: Director, Labor Program Services.

Lawrence Rocin : Director of Education, AFL-CIO.
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Doxarp S. Bearrie: Executive Secretary, Railway Labor Executives’
Association.

ANTHONY G. WEINLEIN: Director of Education and Research, Build-
ing Employees National Union, AFL-CIO.
Three or four meetings are held annually to advise on labor educa-

tion and industrial relations,

ADVISORY COMMITTEE ON VOLUNTARY FOREIGN AID

Cuarurs P. Tarr: Lawyer, Cincinnati, Ohio.

WiLLiaa Barr: Retired Business Executive and Government Official.

Marcarer Hickey: Contributing Editor, Ladies Home J ournal.

Uco Carust: Retired Lawyer.

Lessing Rosexwarp: Chairman, Rosenwald Fund.

J. Epcar Ruoaps: President, .J. E. Rhoads & Sons, Wilmington, Del.

Eryore R. Torn: President, Gersbach-Wacker Company.

James T. Nicuowson: Retired Executive, American National Red
Cross.

Raymonp McCovy: Dean, Graduate School, Xavier University, Cin-
cinnati, Ohio.

GorboN Carrns: Dean, College of Agriculture, University of Mary-
land.

Wirrtam H. McCanox: AID Headquarters, secretary.

No less than two meetings are held annually to correlate Govern-
ment aid programs with those of voluntary aid agencies. The commit-
tee accredits American voluntary groups in foreign aid activities and
offers guidance in the appropriate use of voluntary contributions for
foreign aid.

COOPERATIVE ADVISORY EXPERIENCE

Jou~ C. SATTERFIELD : President, American Bar Association.

Murray D. Lincorn : President, Cooperative League of the U.S.A.

Hoxer L. BrINkLEY : Executive Vice President of National Council of
Farmer Cooperatives.

M. W. Tuarcuer: President, National Federation of Grain Coopera-
tives.

Cuarres SHUMAN : President, American Farm Bureau Federation.

James Parron: President, National Farmers Union.

HerscHEL NewsoMm : President, National Grange.

Warter RevTirer: President, United Auto Workers, Vice President,
AFL-CIO.

R. C. Morean: President, Credit Union National Association.

Lron KrysErLING : Economic Consultant, Washington, D.C.

GERrIT VANDER ENDE: President, National League of Insured Sav-
ings Associations.



Bisaor Eowarp E. Swanstrom : Chairman, Executive Committee of
the American Council of Voluntary Agencies for Foreign Service.

Crype T. Eriis : General Manager, National Rural Elecfric Coopera-
tive Association.

Herprrr J. Waters: AID Headquarters, secretary.

Meetings are held at the call of the AID Administrator to exchange
experiences and knowledge on programs of cooperatives.

AD HOC ADVISORY COMMITTEE ON FERTILIZER
PROCUREMENT

Joun C. BenNErT: Group Manager of Phosphates & Nitrogen Prod-
ucts, American Cyanamid Co., Princeton, N.J.

PorteErR BrinTON: President, Hydrocarbon Products, New York, N.Y.

Epwarp W. GaMsLE, Jr.: Vice President of Washington Office, Mon-
santo Chemical Co., Washington, D.C.

EarL GeT1iNGER: President, Woodward & Dickerson, Inc., Philadel-
phia, Pa.

JouN W. HaLL: President, Potash Company of America, Denver, Colo.

Lro~narp LinTon : Vice President, Central Resources Corp., New York,
N.Y.

WiLiaym F. Price: Vice President, Swift and Co., Chicago, I11.

W. E. SueLBurNE: President, Armour Agricultural Chemical Co.,
Atlanta, Ga.

U. S. Tex Evcke: President, Interore & Fertilizer Corp., New York,
N.Y.

Newson Post: AID Headquarters, Secretary.

Meetings are held at the call of the AID Administrator to review
proposed AID procurement policies and practices, The committee
is not requested to offer any advice on proposals that might touch areas
in which members of the committee or their firms have interest.

SUBCOMMITTEE OF THE FOREIGN EXCHANGE
COMMITTEE OF NEW YORK BANKS

Jorn L. O’Harroran : Vice President, Manufacturers Trust Co.

FraNk SavUTER: Assistant Vice President, First National City Bank.

VincentT G. Porrer: Assistant Vice President, Morgan Guaranty
Trust Co.

Er~EsT D. Smaw : Assistant Vice President, Irving Trust Co.

ArtHUR C. KRYMER: Vice President, Chemical Bank New York Trust
Co.

E. G. Grimm: Assistant Vice President, Bankers Trust Co.

Mirton S. Cor: Assistant Vice President, Chase Manhattan Bank.

Epwarp TenNanT: AID Headquarters, AID Liaison
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This group meets at the request of AID or on its own initiative. It
advises ATD on foreign exchange matters and on methods of financing
the foreign "assistance program through the U.S. banking system.

CITIZENS’ COMMITTEE FOR THE ALLIANCE
FOR PROGRESS

Ernest ArsuckrLe: Dean, Graduate School of Business, Stanford
University.

Emrcio CorLapo: Director, Standard Oil of New Jersey.

Mictoxn Eisexnower: President, Johns Hopkins University.

Frep Fov : Director, Kroger Co.

JouN GarracHer: Vice President, Sears, Roebuck & Co.

Avgert Hirscunan: Professor of Economics, Columbia University.

Epcar Karser: President, Kaiser Industries Corp.

Crark Kerr: President, University of California.

0. A. Knwur: President, International Federation of Petroleum
Workers.

Murray LancoLn : President, Nationwide Insurance.

Max MitLigan: Director, Center for International Studies, Massa-
chusetts Institute of Technology.

Joun D. F. Moore: Vice President, W. R. Grace and Company.

TrEeoporE Scuvrtz: Chairman, Department of Economics, University
of Chicago.

Karmax H. Siuverr: Department of Government, Dartmouth College.

GEorGE Woobs : Chairman, Board of Directors, First Boston Corpora-
tion.

ATID COORDINATION ADVISORY GROUP

Jerrrey C. Krrcuen: Deputy Assistant Secretary, Department of
State.

Wiciam P. Bunpy: Deputy Assistant Secretary, Department of
Defense.

Rear Adm. Harry Saarn: Joint Chiefs of Staff, Department of
Defense.

Ken~ern Hansen: Assistant Director, Bureau of the Budget.

RoperT W. KomEer : Consultant, White House.

Horuis Cuexery: AID Headquarters, Secretary.

Meetings are hield whenever necessary to advise on content and to
consider draft reports.

INTERAGENCY COMMITTEE ON COMMUNITY
PARTICIPATION

RoeerT CLARK : Department of Agriculture.

Miss Berry WesT: Department of Labor.

Miss HeLex Rince: Executive Secretary of National Council for
Community Services to International Visitors.



CHarues E. Jounsow, Jr.: Census Bureau.

Perer C. Loctens: Housing and Home Finance Agency.

Noau N. Norman: Department of Health, Education, and Welfare.
CoL. J. S. Harpison, USA : Department of Defense.

Miss Doris FrssLer: Department of Health, Education, and Welfare.
Georce C. RunLE: Department of Interior.

Miss MarcuERITE SMiTH : Federal Aviation Agency.

A.J. WappeLL: United States Information Agency.

Joan D. Treux: Department of the Interior.

Meetings are held once each quarter to offer guidance to committees
extending hospitality to short-term foreign students. The committee
also prepares educational materials interpreting U.S. cultural re-
sources to the foreign visitors.

STEERING COMMITTEE ON RURAL DEVELOPMENT

Crirrorp M. Haroin: Chancellor, University of Nebraska.

C. CuemenT FRENCH: President, Washington State University.

Arrrep M. Bovce: Dean of Agriculture, University of California,
Riverside.

Rov L. Lovvorn: Director Research, North Carolina State College.

Joun W. Hicks: Assistant to the President, Purdue University.

Wirrarp W. CocHraNE: Director Agricultural Economics, Depart-
ment of Agriculture.

GeraLp TicHeENor: Deputy Administrator, Department of Agricul-
ture.

Herman Ropenuiser: Deputy Administrator, Department of Agri-
culture.

SHERMAN E. Jounson: Deputy Administrator, Department of Agri-
culture.

Lewis M. Roeerts: Associate Director for Agricultural Sciences,
Rockefeller Foundation.

GrLENwoop L. Creecu: Director, Division of Agriculture, W. K.
Kellogg Foundation.

Ervex J. Lone: AID Headquarters.

Lyawn E. PrrersoN: AID Headquarters.

J. L. MorriLL: Director, Overseas Development Program, Latin
America and Caribbean, The Ford Foundation.

Joun R. Camrp: Executive vice president, American International
Association.

Troboro Moscoso: ATD Headquarters, secretary.,

Meetings will be called by the Assistant Administrator for Latin
America, AID. Members will coordinate U.S. agricultural assistance
for the Alliance for Progress.
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