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93p CoNGRESS HOUSE OF REPRESENTATIVES ReporT
1st Session No. 93-388

MUTUAL DEVELOPMENT AND COOPERATION ACT
OF 1973

JuLy 20, 1973.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Morean, from the Committee on Foreign Affairs, submitted
the following

REPORT
together with
MINORITY AND ADDITIONAL VIEWS

[To accompany H.R. 9360]

The Committee on Foreign Affairs, to whom was referred the bill
(H.R. 9360) to amend the Foreign Assistance Act of 1961, and for
other purposes, having considered the same, report favorably thereon
without amendment and recommend that the bill do pass.
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COMMITTEE ACTION

On May 2, 1973, the President sent to the Congress a foreign aid
message—House Document 92-95—accompanied by a draft bill.
Chairman Thomas E. Morgan, by request, introduced the bill in the
House of Representatives on May 3, 1973, as H.R. 7484.

The measure submitted by the administration called for author-
izations for each of fiscal years 1974 and 1975. The only major legis-
lative changes requested were for a new chapter to establish an
international military education and training program, and for a new
part creating a humanitarian relief and reconstruction assistance
program in Indochina.

The committee opened its hearings on H.R. 7484 on May 15. Sub-
sequently, on May 30, legislation was introduced in the House co-
sponsored by a bipartisan group of 26 committee members. That
measure, H.R. 8258, provided for a major restructuring of the U.S.
bilateral economic assistance program.

In the following days, committee hearings were continued on both
H.R. 7484 and H.R. 8258, terminating on June 13.

In the markup sessions which began on June 19, the committee read
H.R. 7484 for amendment. The provisions of H.R. 8258 were then
adopted as a series of amendments to the administration’s requested
legislation, along with other amendments.

Upon conclusion of the markup sessions, Chairman Morgan
introduced H.R. 9360 on July 18. This bill included adjustments in
the authorization levels recommended by the committee as well as
many substantive changes in the existing law. On July 19, the com-
mittee reported the bill favorably by a vote of 31 to 9. \

(Vi)
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PURPOSES OF THE BILL
Restructuring economic assistance

A principal purpose of H.R. 9360 is a major restructuring of U.S.
bilateral economic assistance programs.

On April 10, 1973, 16 members of the committee wrote to the Presi-
dent expressing the belief that ‘‘the time has come to put an end to
foreign aid as 1t has been conceived and administered in the past.”
The letter went on to set down principles on which future programs
should be based.

When the administration’s bill failed to reflect any changes, mem-
bers who had coauthored the letter, together with other committee
members, met on a number of occasions to work out new draft legisla-
tion for bilateral economic assistance.

On May 30, that legislation was introduced, cosponsored by a
bipartisan group of 26 committee members. The administration sub-
sequently endorsed the proposal, with suggested changes. After most
of those changes were incorporated in the new legislation, the proposal
was adopted during markup as a series of amendments to H.R. 7484.

In order to reform and reinvigorate U.S. economic assistance to
developing nations the bill would:

1. Focus bilateral development assistance on acute problem areas
and encourage the developing countries to allow the poorest people to
participate more effectively in the development process.

The now much diminished U.S. bilateral aid would be concentrated
on development problem-solving with less emphasis on general purpose
resource transfers. The most common and pervasive development
problems in the poor countries would receive primary emphasis:
food, rural development, and nutrition ; population growth and health;
and education and human resources development. Funds are allocated
according to these categories in the new bill. Projects would be selected
which most directly benefit the poorest majority of the people in
these countries and which enable them to participate more effectively
in the development process.

2. Create a new Export Development Credit Fund to expand U.S.
exports to the poorest countries with the further aim of providing ad-
ditional resources for the economic development of those countries
on appropriate terms without increasing U.S. budgetary outlays.

The bill proposes the establishment of a new Export Development
Credit Fund which would make credit available for exports of devel-
opment related goods and services to the lowest income countries
on terms that would (1) enable U.S. exporters to compete, and (2)
be easier for these countries. It would increase U.S. exports thereby
creating an estimated 80,000 new U.S. jobs, and at the same time
would transfer to developing countries resources needed for their
development on more realistic and businesslike terms than those
involved in traditional development lending.

1)
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The fund would be authorized to operate at a level of about $1
billion per year for 5 vears. As with the Export-Import Bank, it would
be financed by public debt authority. Receipts from past aid loans
would cover the difference between the soft terms charged by the
fund and the relatively harder terms on which the fund borrowed.

3. Improve coordination of all U.S. activities that bear on develop-
ment, including trade, financial policy, and development aid.

Recognizing that U.S. interest in development is affected by
many U.S. Government actions, the bill would give the Administrator
of the Mutual Development and Cooperation Agency a major role in
(a) coordinating multilateral and bilateral development assistance pro-
grams, and (b) advising U.S. Government agencies on the impact of
their actions on development. To that end, a Development Coordina-
tion Committee would be established, chaired by the Administrator
and composed of officials from the affected agencies.

4. Change the title of the Foreign Assistance Act to the ‘“Mutual
Development and Cooperation Act”’ and the name of the Agency for
International Development to the ‘“Mutual Development and Cooper-
ation Agency.”

These proposed new names reflect the emerging view that this
country has a direct self-interest in the development of the low income
countries, These countries constitute the overwhelming majority of the
nations and people of the world and their development affects the
functioning of the world’s cooperative systems in such fields as trade,
monetary affairs, and investment.

The United States depends on those systems, and therefore wants
the low income countries to become successful participants which are
both able and inclined to support those systems. The term “Mutual
Development and Cooperation” describes this emerging interde-
pendent relationship better than AID.

The proposed new name for the Agency also symbolizes a coopera-
tive style of working with the developing countries. Increasingly, these
countries are able to design and implement their own development
programs. The bill calls for greater reliance on the plans of host
countries rather than on plans designed by U.S. officials. In admin-
istering the program, the Agency would make maximum use of private
commercial channels and private educational, cooperative, and vol-
untary institutions.

Detailed elaboration of all the reforms included in the bill may
be found in the section-by-section analysis of the legislation.

Other principal provisions of the bill

H.R. 9360 also authorizes appropriations described in the last section
of this part and proposes a number of substantive changes in the law,
among which are the following:

(1) Increases by $100 million the amount of worldwide housing
guarantee authority, and extends the program two additional
years;

(2) Extends the investment insurance and guarantee authority
of the Overseas Private Investment Corporation for one additional
year, to June 30, 1975;
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(3) Requires the President actively to seek the creation of
independent audit groups within the United Nations and affiliated
organizations, the World Bank and the Asian Development Bank;

(4) Provides a continuing authorization for appropriations for
disaster relief assistance in the case of extraordinary and sizable
disasters;

(5) Requires quarterly and semiannual Presidential reports to
Congress on all aspects of U.S. international narcotics control
programs and activities;

(6) Requires all military assistance to Laos and South Vietnam
to be authorized under the Mutual Development and Cooperation
Act of 1973—rather than the Department of Defense budget—
after June 30, 1974;

(7) Establishes a separate program of international military
education and training;

(8) Repeals section 620(e) of the act regarding foreign expro-
priation of American property, known as the ‘‘Hickenlooper
amendment’’; and

9 Repeals provisions of the act, the Foreign Military Sales
Act, and the Fishermen’s Protective Act of 1967, as amended,
which relate to the seizure of U.S. fishing vessels.

Authorizing appropriations

In addition, H.R. 9360 authorizes the appropriation of funds to
permit foreign assistance programs to continue through June 30, 1975.
The fellowing table compares the amounts appropriated in fiscal
year 1973 with the amounts requested by the executive branch and
recommended by the committee for fiscal years 1974 and 1975.

Fiscal {ear Committee recommendations
973 Executive request as restructured by H.R. 9360

appropriation, -
Public Law Fiscal {eal Fiscal year Fiscal I’ear Fiscal {ear
974 974 975

Program 92-5711 975
Economic:
Development loans......__._. .. $250, 000, 000 $201,400,000 $201,400,000 . ... . . .oooooo.....

Technical cooperati
ment grants_ .
Alliance for Prug

155, 000, 000 165,650,000 165, 650, 000 _
227,500,000 236, 100,000 236,100,000 _

Loans. . . (150, 000, 000) (150 000, 000) (150, 000, 000) .

Grants___.._. .. (77,500,000) (86,100,000) (86,100, 000). B
Population programs.__..__.______. 100, 000, 000 2 116, 000, 000 2 116,000,000 ... __...coooeommana .
Reform provisions:

Food and nutrition e cemeemaaeenn $300, 000, 000  $300, 000, 000

Popuiation planning and health .- 150,000, 000 150 000, 600

Education and human resources. . ... .o mmaian 115, 000, 000 115 000, 000

Selected development problems_______ .. . ... .. 93, 000, 000 93, 000, 000

Selected countries and organi-

ZAOMS L L L e mmem e 60, 600, 000 60, 000, 000
American schools and hospitals
abroad._.._.__._._......_....__ 25,500,000 10,000,000 10,000,000 320,000,006 320, 000, 000
Partners of the Alliance. ... . . . 968, 000 968, 000
International organizations ~. 105,000,000 124, 800, 000 (%) 127,800, 000 )

indus Basin:
Loans. .

12, 000, 000 ) .. ®)

Grants. 10, 000, 008 15, 000, 000 15, 000, 000 15, 600, 000
Arab refuge 2,000, 000 2,000, 000
Contingency fund 25, 000, 000 30, 000, 000 30, 000, 000 30, 000, 000 30, 000, 000
Narcotics control______.._. ... 42, 500, 000 () 50,000,000 50, 000, 800

......................... 53, 100, 000 53,100,000 53,100,000 53,100,000 53, 100, 000
.- 4,221,00 ® ] ® ©

Bangladesh relief_ _
OPIC reserves

Subtotal ... ... ,076, 721, 994,550, 000 827, 250,000 1, 046,868,000 889, 068, 000

See footnotes at end of table p. 4.



Fiscal fear . Committee recommendations
973 Executive request as restructured by H.R. 9360
appropriation,
Public Law Fiscal {ear Fiscal{ear Fiscalfear Fiscal fear
11 974 975 974 975

Program 92-57
Indochina postwar reconstruction
Vietnam, Cambodia, Laos). ... ... ... 632,000,000 ... _......... 632,000,000 ._.___...._.._
Military: T o
Grant military assistance_._.___.___ 550, 600, 000 7 652,000,000 _.____.._.____ 550, 000, 000

Regional naval training___. 2,500,000 _____.______.._.
Security slupporting assistance. 600, 000, 000 100, 000, 000
ISTael e e
Foreign military credit sales_. - 400,000,000 525, 000, 000

International mxlltary education and
8 33, 000, 000 30, 000, 000

training._.
Subtotal . ... ... 1, 853, 100, 000 1, 319, 000, 000 1, 155, 000, 000

Total. L 2,629, 821, 000 ©2,936,550,000 827, 250, 000 2,833,868,000 889, 068, 000

1 No authorization bill was enacted into law for fiscal year 1973 for security supporting assistance, refugee relief (Bangla-
desh), militarr assistance grants, and foreign military credit sates. The appropriations for both econamic and military assist-
ance for fiscal year 1973 were enacted in Public Law 92-571, making continuing appropriations for the period ending
Feb. 28, 1973, which was extended to June 30, 1973, by Public Law 93-9.

2 The Executive failed to request an authorization of appropriations for population programs. [n fiscal year 1973 funds
were appropriated for population programs on the basis of an earmarking provision—not an authorization—in the taw.
In marking up the bill the committee included this amount in the authorization. An authorization would have been neces-
sary in any case and thus is included as part of the Executive's request in this table.

3 Plus $7,000,000 in excess foreign currencies.

1 Open- ended authorization for fiscal year 1975,

5 $51,220,000 was authorized in the Foreign Assistance Act of 1967 for this purpose. $2,200,000 is the level of the fiscal
year 1974 appropnatmn request,

¢ Permanent authorization in existing law of such ts as may

7 The second supplemental appropriation for fiscal year 1973 (P.L. 93 50) provlded $300,000 for additional costs.

® The Executive authorization request was open-ended but it was planned to request $33,000,000 in appropriations.

# Includes the amount specified in footnote 8.




COMMITTEE COMMENT

After 25 years of foreign assistance—a period of much success and
some failures—the time has come to take a new approach in our
foreign aid programs.

This bill provides that new approach.

It springs from a congressional initiative, including ideas of some
Members who have served in Congress virtually since the first dollar
was spent on European restoration.

As a result of those past programs, Europe was strengthened as a
bulwark against the westward expansion of Soviet communism.

Moreover, during the last decade, many developing nations assisted
by the United States enjoyed more rapid economic growth than the
developed countries did at any comparable period in their history.

Their economies grew at an average rate of 5.6 percent. Manufac-
t}tllri(rilg output increased by 90 percent. Food production rose by one-
third.

The gains of the past 10 years, however, have not been adequately
or equitably distributed to the poor majority in those countries.

In some cases, gains have been overwhelmed by excessive population
growth.

Per capita food production is only slightly higher today than it was
a decade ago and mass famine threatens in several regions.

Rudimentary health care is unavailable to the vast majority of
peoples. '

Unemployment and underemployment rates of 30 percent, worse
than the depths of the 1930’s depression in the United States, are
being experienced.

There are no schools or teachers for 300 million children, more than
the number 10 years ago.

One million people a week are born into the vicious circle of poverty
which plagues most developing countries.

While the dimensions of the problem have grown, the U.S. contri-
bution to development assistance abroad has declined, both in real
terins and as a percentage of our gross national product. (See the
following charts.)

(5)
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U.S. Official Development Assistance (ODA) Commitments,
FYs 1966-1972

$ billions
5

Total ODA

ODA less PL 480

2 -
ODA less PL 480 and Supporting Assistanced
1 -l
=0 T R R L
1966 1967 1968 1969 1970 1971 1972

Bincludes AID programs (less Supporting Assistance), contributions to international
financial institutions, Peace Corps, and Social Progress Trust Fund.

SOURCES: Data for FY 1966-197t1 from Office of Statistics and Reports, U.S.
Agency for International Development, U.S. Overseas Loans and Grants, May 1972;
provisional figures for 1972 from Bureau for Program and Policy Coordination, U.S.
Agency for International Development.
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U.S. Official Development Assistance (ODA) Commitments as a
Percentage of U.S. GNP,
FYs 1966-1972

Per cent of GNP
0.7

ODA less PL 480 and Supporting Assistance®

0.1+

0 T LJ v - 1
1966 1967 1968 1969 1970 1971 1972

Pincludes AID programs {less Supporting Assistance), contributions to international
financial institutions, Peace Corps, and Social Progress Trust Fund.

SOURCES: Data for FY 1966-1971 from Office of Statistics and Reports, U.S.
Agency for International Development.

This decrease has resulted in large measure from disillusionment in
Congress over seeming lack of effect of past foreign assistance.

The financial situation of the United States is also of concern. In
recent years, the Nation has experienced a chronic balance-of-pay-
(Iineﬁlts deficit, an adverse balance of trade, and two devaluations of the

ollar.

Yet foreign assistance is responsible for none of those conditions, and
the long-range interests which made it a good idea in the past remain.

As a nation which consumes 40 percent of the world’s annual output
of raw materials and energy, the United States needs access to the
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resources of the developing nations which occupy 60 percent of the
land surface and control large untapped resources.

As a nation seeking to expand its trade, the United States is finding
the developing nations increasingly important markets for U.S. goods
and investment.

As a nation whose interests are linked with the maintenance of world
peace, the United States has a clear stake 1n preventing the tumult and
unrest from social disintegration in poor countries.

As a nation which seeks international solutions of problems of nar-
cotics control, terrorism, and environmental pollution, the United
States needs the cooperation of the developing countries.

To these practical interests must, of course, be added the moral
dimension. We give foreign assistance, as the President has said,
because it is right.

We Americans annually spend six times what we allot for foreign
assistance on cigarettes and other tobacco products.

We spend three times as much for toys and sports supplies; three
times as much for toilet articles and perfumes.

We spend twice as much for jewelry and watches.

Surely, our consumption-oriented society can spare something for
fellow human beings who have virtually nothing.

At the same time, experience and America’s limited resources as
compared to the gargantuan world needs, dictate new approaches:

Our assistance must be concentrated on the most urgent problems
of the poorest majority in the developing countries.

We must share our expertise and problem-solving know-how rather
than making large-scale capital transfers to the countries.

We must move away from government bureaucracies, both in our
own and the developing countres, and toward greater involvement of
the private sector.

That is the purpose of this reform legislation, H.R. 9360.

Today, while it is fashionable to say that foreign assistance ‘‘has no
constituency,” evidence is that the American people will support a
program based on these new approaches.

In a recent nationwide poll conducted by Peter D. Hart Research
Associates for the Overseas Development Council, fully two-thirds
of those responding basically favored the idea of responsible, mutually
beneficial foreign assistance.

The polls showed that Americans are most approving of tangible
forms of U.S. assistance—such as food and health aid—rather than
nebulous transfers of funds in the form of grants or loans.

The public, at the same time, is suspicious of programs which per-
mit bureaucratic waste and diversions by graft.

The committee shared these concerns as it drafted this new legisla-
tion. We believe that the bill now before the House meets the objections
about foreign aid which Americans, including Members of Congress,
have harbored heretofore.

The changes are not simply cosmetic, but real. .

We intend change—drastic change—in the planning and operation
of our U.S. bilateral economic assistance programs.

Moreover, the committee is prepared to exercise its oversight func-
tion to the fullest to insure that changes intended by Congress will
be accomplished by the executive branch.

We urge the wholehearted support of our colleagues in the Congress
for this legislation and the programs it proposes—programs which
we believe to be in the highest interest of our Nation.



COST ESTIMATES

Pursuant to clause 7, rule X111 of the House Rules, the committee
has examined the requests submitted by the President to carry out the
various programs authorized by this bill. It has made adjustments in
the requests and recommends $2,833,868,000 for fiscal year 1974 and
$889,068,000 for fiscal year 1975 as shown in the table in the section on
“Purposes of the Bill”.

Any projection for the next 5 years is difficult to make. The pro-
gram has been restructured by this bill and a period of experience
will be necessary to determine if the new emphasis meets congressional
expectations. Changing foreign policy interests of the United States
and defense requirements of its friends and allies add uncertainties.

Consequently, a straight-line projection of the costs described above
with respect to fiscal year 1974 can provide, at best, a tentative and
uncertain estimate.

(9)
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THE PIPELINE

Unexpended balances, often referred to as the pipeline, are funds
that have been obligated for goods and services on order but not yet
delivered. When delivery is made, payments are met from funds
previously appropriated and set aside for that purpose.

In recent years, Congress and the Executive have placed greater
emphasis upon loans rather than grants. This has resulted in a buildup
of the pipeline. A loan is authorized when a decision is made to make
the loan to the borrowing country. Expenditures, on the other hand,
are made only against deliveries or the fulfillment of conditions. In
either case, the outlay of funds usually stretches over a number of
years. Hence, there is a lag between loan authorizations and expendi-
tures. The following table shows the annual unexpended balances for
the foreign assistance program—military and nonmilitary but exclud-
ing investment guaranty programs—at the end of eagﬁ fiscal year
since 1950.

Unezpended balances, foreign assislance program, military and nonmililary, including
Alliance for Progress, bul excluding investment guaranly program and acquisilion
of excess property revolving fund

(In In

Fis cal year: billions) | Fiscal year—Continued billiona)
1950 .. $3. 5 1962 _____ $6. 6
1951 .. 7.1 1963 __ . 6.8
1952 . 9.9 1964 _______ 6.3
1953 ... 10. 1 1965. o __ 6.3
1954 _ .. 9.6 1966 __ . 6. 4
1955 . 7.9 1967 . 6.6
1956 6. 4 1968__ .. 6. 2
1957 .. 6.1 1969____________________ 5.3
1958 53 1970 .. 4.7
1959 ... 4.8 1971 4.8
1960 . ____ . ____________ 4.8 1972 _ .. 4.7
1961 _____ 6.0 1973 (estimated) _ _________ 4.4

An examination of the annual budget of the President indicates that
unexpended balances are not peculiar to the foreign assistance pro-
gram. The following table compares the unexpended balances of the
military assistance portion of the program with those of the Depart-
ment of Defense.

UNEXPENDED BALANCES—MILITARY ASSISTANCE PROGRAM COMPARED WITH DEPARTMENT OF DEFENSE

[In billions of dollars]

Department Department

of Defense " of Defense

Military (mititary) Military (military)
assistance function assistance function
1.3 9.8 2.8 211

5.5 381 2.4 18.6

8.4 59.5 2.0 1.5

8.5 62.1 2.0 19.5

7.8 55.0 | 1 1.8 26.9

6.2 45.3 2.1 2.1

4.6 24.8 1.8 30.9

4.2 23.6 1.6 29.5
3.4 23.8 1.2 25.5

2.5 23.5 16 23.0
2.3 2.1 1.6 24.0
2.6 18.8 1.6 29.8

(10)
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Opponents of the foreign assistance program are critical not only
of the unexpended balances but of unobligaied balances which are
often described as sizable. They argue that the Executive has asked
for, and the Congress has voted, more money than can be used. This
complamt rests on the theory that money appropriated must be spent
regardless of the changing circumstances. The committee does not en-
dorse an imprudent approach in dispensing public funds. If a particular
program does not materialize as planned, it is a mark of sound manage-
ment to withhold the obligation of funds. The dimensions of the un-
obligated and unexpended balances of the foreign assistance program
can be better appreciated by comparison with similar balances of other
agencies of the Government. The following figures, taken from the
budget of the President, cover the Department of Defense, the Depart -
ment of Aericulture, the foreign assistance program, and all other
Government agencies.

UNEXPENDED AND UNOBLIGATED BALANCES!

[In billions of dollars]

Depart-
ment of Depart-
Defense Foreign ment of
(military assist- Agri-
ftem functions) ance culture  All others TtnaI

Unexfended June 30, 1956.. ..
Unobl gated/unreserved June
Unexpended, June 30, 1957
Unobllgated/unreserved June
Unex‘)endaduune 30,1958 ____ ..
Unobl gated/unreserved June 30, 1958
Unexrended June 30,1959 . . .
Unob lgated/unreserved lune 30, 1959
Unexrended June 30,1960____ ..
Unob 1gated/unreserved June 30, 1960
Unexrended June 30,1961 __..___.___.
Unob! (gated/un(eserved, June 30,1961
Unexpended, June 30,1962_.._____...
Unobllgated/unreserved lune 30, 1962
Unex')ended June 30,1963. ... _____
Unabl gated/unreserved June 30, 1963
Unexrended June 30,1964 __
Unob lgated/unreserved, June 30, 1964
Unexpended, June 30,1965 .. ___.___._.......
Unabligated/unreserved, June 30, 1965  _........
Unexpended, June 30, 1966 .. ..___._...__ ...
Unobligated /unreserved  June 30, 1966
Unexrended June 30, 1967 .l
Unobligated/unteserved, June 30, 1967
Unexpended, June 30, 1968 . ...l
Unobli gned/unreserved June 30,1968 . __.____.
Unexpended, june 30, 1969 ool
Unobhgated/unreserved, June 30, 1969
Unexpended, June 30,1970 _.______._.
Unobhgaled/unresevved June 30, 1970
Unexpended, June 30, 1971 ...
Unobli gated/unreserved .Iune 30, 1971
Unexpended, June 30,
Unobligated/unreserved, )une30 1972
Unexpended, June 30, 1 19735 0o R
Unobhgated/unreserveu June 30, 18732 ____..___.
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1Data in ‘‘Tatal” and *'All others’” columns for June 30, 1968, and subseguem years are not comparable with prior
years. Reparting in Treasury Combined Statement was changed in hscal year 1968 to conform to a unified budget concept.
2 Less than $100,000,000.
3 Estimated.



FOREIGN ASSISTANCE AND THE U.S. BALANCE OF
PAYMENTS

The committee gave consideration to the impact of the foreign
assistance program on the U.S. balance of payments.

The most recent complete figures available are for fiscal year 1972.
In that year 80 percent of ATD expenditures for development assist-
ance—about $1,073 million—was for goods and services procured
from U.S. sources. The remaining 20 percent—=$266 million—was spent
offshore. Of this latter sum, $22 million was spent overseas in the
form of excess foreign currencies used in lieu of dollars. This reduced
the dollar expenditures to $244 million. This outlay of dollars spent
abroad was offset by $276 million in net receipts of dollar repayments
and interest on prior year loans and credits. In summmary, the develop-
ment assistance program in fiscal year 1972 resulted in a net flow to
the United States of $32 million.

In the case of supporting assistance, expenditures in fiscal year
1972 were $684 million. Of this total, $174 million represented off-
shore expenditures—$96 million in cash grants and $78 million for
personnel costs and procurement abroad.

The total level of offshore expenditures for the economic part of the
foreign assistance program thus came to $142 million in net terms
during fiscal year 1972.

Looking ahead a few years, if offshore expenditures remain at the
1972 level, they will be more than offset by the projected increased
dollar repayments and interest on outstanding loans which, by 1976,
are estimated to return $456 million to the United States.

The military part of the program in fiscal year 1972 is heavily
weighted on the plus side of the ledger. While grant military assist-
ance resulted in an outflow of only $5 million, cash and credit sales
brought in $3.4 billion—for a net return of slightly less than $3.4
billion.

(12)



ESTABLISHMENT OF REVIEW MECHANISM FOR
REFUSAL OF EXTRADITION REQUEST

The committee is concerned that in a number of instances in recent
years certain foreign countries have refused U.S. requests for extradi-
tion of individuals charged in the United States with offenses ap-
parently covered under valid extradition treaties. Whenever a U.S.
extradition request is refused by another country, the committee be-
lieves that such refusal should be subject to a review mechanism es-
tablished by the executive branch to determine, to the extent feasible
tablished by the Executive branch to determine, to the extent feasible,
whether the refusal of extradition was based on valid legal grounds.
Conclusions based on such a review should, in each Instance, be
promptly reported to the appropriate committees of Congress.

In any case where it is found that there were no valid legal reasons
for not honoring a U.S. extradition request, it is the committee’s
opinion that the President should consider an appropriate response,
including possible reduction or termination of assistance to the coun-
try refusing extradition, and that the President should promptly
report his findings and recommendations in this regard to the
Congress.

(13)



PROVISIONS OF THE BILL
SECTION 2—CHANGE OF TITLE OF ACT AND NAME OF AGENCY

In order to emphasize the change in foreign assistance policy and
structure incorporated in this legislation, this section makes two signifi-
cant name changes:

Subsection (a) alters the title of the basic legislation authorizing
U.S. bilateral foreign economic and military assistance from “The
Foreign Assistance Act of 1961” to “The Mutual Development and
Cooperation Act of 1973.”

Subsection (b) changes the name of the agency responsible for ad-
ministering the programs under the act from the ‘“Agency for Inter-
national Development” (AID) to ‘“The Mutual Development and Co-

eration Agency” (MDCA).

r)P The change is not merely cosmetic. It reflects the conviction that
foreign assistance programs must be a mutually beneficial process both

/ for the low-income countries in need of outside resources and for the
United States when it helps supply some of those resources.

} For example, increases in domestic employment and improvements
in the American trade and payments balances are goals that depend on

( reforms of the international financial and trading systems. The ability
and willingness of the developing countries to cooperate with us in
these areas are likely to be enhanced if they are making progress eco-
nomically and the United States is aiding the process.

Similarly, our Nation’s future access to needed raw material
resources of less developed nations may well depend on the con-
tribution we make now to their economic and social viability.

Unfortunately, “aid” and ‘“AID’ had come to connote a ‘‘one-way
street’’ donor-recipient relationship.

By emphasizing mutuality and cooperation in the law and adminis-
tering agency, a clearer focus on benefits which can accrue to the
United States from a foreign assistance program should be possible.

SECTION 3—POLICY; DEVELOPMENT ASSISTANCE AUTHORIZATIONS

This section contains a major redirection of U.S. bilateral foreign
economic assistance. Through the addition of a clear congressional
mandate in the statement of policy and a sectoral approach in the
authorization of funds, U.S. programs are restructured toward a
people-oriented, problem-solving form of foreign assistance.

Statement of policy

Subsection (b) amends section 102 of the Foreign Assistance Act
by adding new language which calls for the restructuring of U.S.
relationships with the developing countries, in the light of progress
already made and changing conditions. Emphasis should be given to
several criteria:

(1) Bilateral development aid should concentrate increasingly on
sharing American technical expertise, farm commodities, and in-

(14)
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dustrial goods to meet critical development problems, and less on
large-scale capital transfers, which when made should be in associa-
tion with contributions from other industrialized countries working
in a multilateral framework.

Past foreign aid programs have had a heavy emphasis on large-scale
capital transfers to the ‘‘third world.” While the industrial sectors of
recipient countries have thereby progressed, the benefits often have
not ‘‘trickled down” to the poorest majority of people.

In some countries, the capital-intensive approach has not prevented
the gap between the few rich and the many-poor from growing ; neither
has it kept the absolute numbers of hungry, illiterate, and diseased
people from increasing.

Growth in the gross national product is not enough. Governments of
the developing nations must actively attempt to distribute income
more equitably and to attack directly the most pressing problems of
their peoples.

(2) Future U.S. bilateral support for development should focus on
critical problems in those functional sectors which affect the lives of
the majority of the people in the developing countries: food produc-
tion, rural development, and nutrition ; population planning and health;
education, public administration, and human resource development.

Hunger, malnutrition, disease, ignorance and poverty continue to
plague the majority of the human race.

The needs of low-income peoples are staggering. The ability of
the United States to meet those needs is limited. For that reason,
attacks on the problems of the developing countries must be based on
clear priorities.

Those priorities should be directly related to meeting the basic
human needs of the poorest people in the developing countries, in
order to enhance their opportunities for employment, to improve the
distribution of wealth, and to increase social justice.

Projects which aim at development through a ‘“trickle down”
approach should be left to multilateral international financial institu-
tions and private investment.

U.S. bilateral assistance henceforth should be problem-solving,
people-oriented and targeted on the basics: food, nutrition, health,
population control, education, and development of human resources.

(3) U.S. cooperation in development should be carried out to the.
maximum extent possible through the private sector, particularly those
institutions which already have ties in the developing areas, such as
educational institutions, cooperatives, credit unions, and voluntary
agencies.

In line with the reduction in the number of U.S. officials aborad
and the collaborative style of relationships with the developing coun-
tries mandated in this act, it is expected that the overseas missions of
the 1I}lut;ual Development and Cooperation Agency (MDCA) will be
small.

Similarly the Washington headquarters of the Agency should be
significantly reduced in size. Congressionally approved measures pro-
viding for early retirement of AID personnel should be used to the
utmost in achieving the personnel cutback.
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Under this restructured program, there should be much less project
implementation directly by the MDCA.

Rather, where Americans are needed to help implement projects, the
MDCA should turn to voluntary organizations, nonprofit contractors,
other U.S. Government agencies, private contractors and consultants,
private international organizations and organizations within the devel-
oping countries themselves.

So far as American private organizations are concerned, the Agency
would be expected to work closely with those U.S. institutions and
groups which already have ties established in the recipient countries,
such as educational organizations, cooperatives, credit unions and
voluntary organizations. The committee believes that the Agency
should simplify its administrative requirements in working with these
private organizations in order to facilitate their activities.

(4) Development planning must be the responsibility of each
sovereign country. U.S. assistance should be administered in a col-
lahorative style to support the development goals chosen by each
country receiving assistance.

Development planning must be the responsibility of each sovereign
country—a responsibility which many developing nations are increas-
ingly capable of dischargmg themselves.

U.S. foreign aid personnel should no longer attempt to promote
“made in America” development strategies. The planning and execu-
tion of development policies for recipient countries by large U.S.
bureaucracies are neither necessary nor feasible for the future.

This in no way should reflect on the dedication and talent of the
many Federal employees who have been involved in past foreign aid
operations. Frequently, they have played a key part in those initial
development undertakings whose services make further progress
possible today. Nevertheless, if foreign aid is to be restructured,
the machinery which has administered it must be tailored to reflect
the new and changed conditions,

In the absence of a demonstrated capacity of a nation to do its
own planning, an appropriate international organization or group
should assist in that country’s development planning effort.

(5) U.S. bilateral development assistance should give the highest
priority to undertakings submitted by host governments which
directly improve the lives of the poorest majority of people and their
"capacity to participate in the development of their countries.

Although the restructured program would abandon attempts to do
“made in America” country planning for recipient nations, it does
express & clear preference for a particular type of development—one
that aids the poor majority of the people and enables them to partici-
pate more effectively in the development process—and concentrates
future U.S. aid on efforts which aim at that objective.

We are learning that if the poorest majority can participate in
development by having productive work and access to basic education,
health care and adequate diets, then increased economic growth and
social justice can go hand in hand.

Through the restructured program the United States would be
telling the developing countries: Use technology suited to your
needs. Keep investments labor-intensive. Do not forget the immediate
needs of your poorest people.
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Moreover, the United States would be saying that in the future, the
bulk of our development assistance will be associated with programs
in three basic fields: (1) rural development, nutrition and food;
§12) leiilucation and manpower development; and (3) population and

ealth.

Our view that these fields need the greatest attention may not be
shared by the governments of the developing countries. The setting
of domestic goals is their own business. But it is our business to
decide what form our bilateral aid will take, and what kind of activities
we will henceforth support. This the bill does very clearly.

There may be cases where it is apparent that the greatest needs
and opportunities lie outside those three fields and where progress in
ftihf(rln is being impeded for lack of investment in another, supporting

eld.

In such instances, the bill makes provision for an exception and
permits funds to be used where common sense would dictate.

(6) U.S. development assistance should continue to be available
through bilateral channels until it is clear that multilateral channels
exist which can do the job with no loss of development momentum.

In recent years an increasing portion of U.S. development assistance
has been contributed to several multilateral institutions to be loaned
or granted by them to the developing nations.

While the multilateral organizations have a definite place in the
development picture, it is clear from their performance to date that
they cannot be expected to substitute entire{)y for bilateral assistance.

They tend to concentrate their efforts on massive industrial projects
rather than on the problem-solving, people-oriented efforts which this
bill emphasizes.

The United States has repeatedly demonstrated in the past its
ability to exert leadership in the solution of problems which afflict
the lives of millions. From the development of the “miracle” seed
grains to the achievement of a sensitivity among nations to the threat
of excess population growth, our Nation has played an essential role.

To abandon that role without assurance of adequate replacement
would be to turn our backs on the struggles of other peoples against
man’s ancient enemies of poverty, disease, ignorance, and hunger.

(7) Under the policy guidance of the Secretary of State, the Mutual
Development and Cooperation Agency should have the responsibility
for coordinating all U.S. development-related activities.

At the present time no single entity within the Government co-
ordinates the range of U.S. activities which relate to the developing
nations.

The need for more effective coordination and review of U.S. develop-
ment-related undertakings is clear.

These programs are conducted under several statutes by several
departments and agencies. At times, each of them has seemed to be
going its own way without reference to the others.

The MDCA would be the only U.S. Agency which is primarily
concerned with development. It ought to play a more important role
than AID presently does in coordinating these U.S. programs.

Thus, this bill provides, in subsection 640B, a mechanism for effec-
tive coordination.
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Functional categories

Subsection 3(c) adds seven new sections—sections 103-109—to
chapter 1 of the act, which together constitute a completely new system
of authorizing the appropriation of funds for bilateral development
assistance.

Whereas previous authorizations have provided funds for develop-
ment loans, technical cooperation and development grants, Alliance
for Progress, and programs relating to population growth, the amend-
ments authorize funds in five categories divided primarily according to
sector or field of activity: Food and nutrition, population planning and
health, education and human resource development, selected develop-
ment problems, and selected countries and organizations.

As the following table demonstrates, the authorizations for the five
categories for the fiscal years 1974 and 1975 are essentially the same as
that proposed by the executive branch, but with somewhat different
distribution among the categories.

Activities falling into more than one category may be funded from
one or more categories, as appropriate.

Funds are to be used in accordance with existing provisions of law,
but the amendments provide for somewhat greater transferability of
funds among the five categories than is now permitted among present
funding categories in the act.

COMPARISON OF DEVELOPMENT ASSISTANCE FUNDS REQUESTED BY THE ADMINISTRATION AND H.R. 9360

{in millions)

Administration H.R. 9360
request

Development Joans____ . ... ... ... $201.4
Technical assistance and development gran -

Aliance for progress_ .. ... ._..._..._.
Population programs_ _._._.__
Foed and nutrition. .. ........
Population planning and health
Education and human_______.
Selected development problems --
Selected countries and organizations. ... ...

! The administration failed to request an authorization of appropriations far poputation programs. In fiscal year 1973,
funds were appropriated for population programs on the basis of an earmarking provision—not an authorization—in
the law. In marking up the bill, the committee included this amount in the authorizations. An authorization would have
been necessary in any case and thus is included as part of the administration’s request in this table.

The seven new sections are the following:

Section 103—Agriculture, rural development, and nutrition

This section authorizes the appropriation of $300 million for each
of the fiscal years 1974 and 1975 for agriculture, rural development
and nutrition.

Agriculture is given a particular priority because in most developing
countries it provides not only food and fiber, but also jobs for the
unemployed, increased incomes for the poor and additional foreign
exchange earnings.

An estimated 300 to 500 million people in developing countries
do not get enough food of any type. Further, some 1.5 billion people
have inadequately balanced diets and suffer particularly from protein
deficiencies.
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Over the past decade as a result of the ‘“Green Revolution,” food
production in the developing countries has increased an impressive 35
percent. This effort has been retarded, however, by depletion of soils,
increased plant discases and depredations by insect pests.

If present population growth rates continue in the developing
countries, world food production must double by the year 2000 merely
to maintain current inadequate diets. In order to provide adequate
nutrition the output will have to increase by two and one-half times.
(See the following chart:)

FOOD OUTPUT IS UP IN THE LESS

40llEVEL[lPEIJ COUNTRIES

14 | | | | | | 140
Indexes, 1961 — 1965 = 100 N
Total Food
130 /X' 130
'/ 125
120 120
. Capita
110 Output]____ 110
~~\\
100 g ——— 100 44
90 90
”
80

I | | I I I |
1956 1958 1960 1962 = 1964 - 1966- 1968 - 1870 1972
DATA FOR NON-COMMUNIST COUNTRIES . - Prefim.

Since there is little arable land not now in use, this great increase
must be achieved by major advances in agricultural productivity and
techniques—fields in which the United States is justly regarded as
the leader.

A particularly important target must be those lands which have
less than adequate water supplies.

The poorest majority of rural people live on just such lands. Their
livelihood depends on crops which, unlike irrigated wheat and rice,
have not been the subject of extensive research.

The success of the “miracle’” seeds for well-irrigated lands provides
ground for hope. That example indicates the kind of accomplishments
which are attainable when research and technological development
efforts are thoroughly organized and clearly targeted on the basic
needs of the people in the low-income countries.

Increasing production of food grains is not, by itself, sufficient.
Better distribution of foodstuffs and better nutrition are essential to
increased well-being for the poor.

New ways must be found to create low-cost foods and to increase
the nutritive content of the foods traditionally consumed in the recipi-
ent countries.
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Rural development aims at increasing the productivity and improv-
ing the quality of life in rural areas. Projects are needed to aid small
farmers and help reduce existing income disparities.

Most of the people of the developing countries—80 percent In
Asia—live in rural areas. But they are abandoning them at alarming
rates and crowding the cities in search of a better life.

As a result, cities have expanded beyond any nation’s ability to
cope with the influx. In Latin America, cities are growing at the rate
of 10 percent a year, and more than 50 percent of the population on
that continent now is urbanized.

Instead of finding a better life, these migrants are discovering
unemployment, congestion, inadequate shelter, and disease. Their
presence as a potentially volatile, rootless mass in the major cities
of the developing countries is a major threat to stability and progress.

To slow the rural-urban migration will require renewed efforts at
rural development, including increased agricultural production, land
reform, and the encouragement of {ocal institutions which can foster
participation by the general populace.

To meet those objectives, rural development funds authorized under
this section should be concentrated in the following areas:

1. Local and regional institutions in which people participate in
development; local government, farmers organizations, business,
trade, labor, professional, and other groups and also specialized
authorities sucﬁ as irrigation districts.

2. Local, essentially agricultural, market areas and market towns,
and small cities located in them. (The U.S. rural county, with its
county seat market town is an American equivalent of this concept.)

3. Local and regional financial institutions such as private banks,
cooperatives, land banks, and small business banks.

4. Local infrastructure and utilities; farm-to-market roads, small-
scale Jand improvement, rural electrification, storage facilities, water
supply, and sanitation.

5. Small-scale agriculturally related industries, consumer goods, and
service and construction industries oriented to meeting the needs and
demands of people whose incomes are low but rising.

Turkey i1s an example of how foreign assistance can help a country
meet its special agricultural needs.

To provide for a rapidly growing, wheat-cating population, the
Turkish Government sought to increase acreage yields. A U.S. short-
term advisory group worked with Turkish experts to plan a successful
wheat production effort.

In the first year more than 50,000 farmers planted 425,000 acres of
high-yielding wheat along coastal areas. Yields increased from 22
bushels to 52 bushels per acre.

By 1972 Turkey was one of the few developing nations with a
domestic surplus of wheat.

Research plays an important part in increasing agricultural pro-
ductivity, both of grains and livestock.

Today, funded by foreign assistance money, Texas A. & M. is doing
very promising work on controlling blood parasite diseases—which
are a common problem of animals and man in the tropics.

In fish production, a project at Auburn University has achieved the
marvel of getting almost a pound of fish per pound of feed. This fish-
ggowing process is being mtroduced into the Philippines, Brazil,

hailand, and other countries.
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With a modest research project, AID has helped eliminate the dev-
astating livestock rabies problem—a disease being spread by vampire
bats throughout Latin America and even to our own borders.

Animal losses to rabies once amounted to $250 million annually.
Now at a cost of about 9 cents per cow a control program is being
introduced in Mexico, Brazil, and other Latin American countries
which should see the end of the problem in a few years.

In the area of nutrition, research is essential. At the University
of Nebraska a team of AID-funded scientists is concentrating on
finding high-protein genetic strains of grain.

Some 15,000 different strains of wheat have been assessed and several
with double or more the average protein levels have been discovered.

These are being tested around the world and could be an important
answer to the problem of providing a balanced protein food for
children.

In rural development the activities of eredit unions and cooperatives
can make important contributions to the improvement of rural life.

Small farmers in the developing countries rarely have access to
needed credit on terms they can afford.

Foreign assistance has been and must continue to be aimed at
providing credit to small farmers to assist them in increasing their
own productivity. }

For example, a loan authorized for Guatemala in fiscal year 1973
provides financing for cooperative credit in the poorest agricultural
areas of that country.

Elsewhere in Latin America, credit unions which started with
deposits of 25 cents per family are now part of a hundred million
dollar cooperative savings system in that hemisphere.

In a single African country, the creation and development of a
central service cooperative has increased the access of 600,000 small
farmers to farm supplies and credit.

Those types of projects would be carried forward and given new
emphasis under the revisions provided in this legislation.

Section 104—Population planning and health

This section authorizes the appropriation of $150 million for each
of the fiscal years 1974 and 1975 for population planning and health.

Since the early stages of development assistance, the United States
has been involved in helping other countries solve their health prob-
lems. In more recent years, it has assisted recipients with programs of
family planning.

Great progress has been made against epidemic killers such as small-
pox and malaria, and there is a growing acceptance by governments
of the need for population programs.

However, the great majority of people still do not have access to
even rudimentary health services, and birth rates are dropping only
slowly in most countries. For example, despite government programs
to reduce population growth, India must feed, clothe, house, and
educate an additional 1 million people each month.

The poor countries now account for about 85 percent of the annual
world population growth, with family size in developing areas averag-
ing six children per family.

At that fertility level, world population will grow from the present
3.6 billion to about 6.6 billion by the year 2000 and will reach more
than 10 billion in the next 50 years. (See chart below.)
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Clearly, such growth would be catastrophic.

From the standpoint of population control, there are four groups of
people in the developing countries:

1. City-dwellers who have easy access to a variety of health and
fa.milly planning services, which they ean afford. The group is relatively
small.

2. Rural people who have similar availabilities as group No. 1.
This is a larger but still relatively small segment.
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3. The urban poor who have only limited or difficult access to
family planning services and cannot afford them. This is a large
number.

4. The rural poor who have little or no inkling of reliable family
planning methods, no access to antifertility services, no money to pay
for them anyway, and little motivation to limit their families. This 1s
the majority in the developing nations.

In the past, U.S.-aided population programs have for logistics and
other reasons concentrated on groups Nos. 1 and 2, and have found
many in them to be “early acceptors’” of family planning.

Now efforts must be launched to reach and motivate the much larger
numbers in groups Nos. 3 and 4.

Only by changing the fertility patterns of those groups can the de-
veloping countries prevent gains in productivity from being eroded by
population growth. (See the following chart.)
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Efforts to reach groups Nos. 3 and 4 will be difficult because of
logistics problems, meagerness of resources, and lack of motivation
among poor peoples.

New approaches—going beyond traditional family planning pro-
grams—are needed. The United States should be prepared to aid the
developing countries in establishing low-cost systems of extending
services to the urban and rural poor.

For both humanitarian and logistics reasons such delivery systems
should be devised in an integrated strategy to combat the related
problems of inadequate health care, insufficient nutritious food, poor
sanitation, and excessive population growth.

In a larger context, the entire new direction for foreign assistance
represented in this legislation should have an impact on the population
crisis in the developing countries.
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By concentrating on remedying the basic “disease’” of poverty as it
would, this restructured U.S. bilateral assistance program can help
create the needed motivation for smaller families.

Policies and programs which target on bringing food, jobs, health,
and education to poor people, when combined with substantial,
effective family planning programs, should make it possible to stabilize
“third world” population much more rapidly than reliance on either
approach alone.

In the field of health, rather than focus on curative programs which
would reach relatively few people, foreign assistance funds must
continue to try to reach the great mass of people with programs to
prevent serious epidemic diseases such as malaria, smallpox, measles,
and cholera. .

The malaria control program sponsored by AID has been a notable
success. When U.S. support for the program began 1.7 billion persons
were exposed to malaria.

Today, over three-fourths of them live in regions where the disease
has been eradicated or greatly reduced.

Success in those areas should make possible bringing a fuller range
of health services to the poor majority through systems which are
appropriate to existing conditions, including the use of paramedical
personnel.

In Guatemala, for example, training of paramedical personnel—
midwives, practical nurses and laboratory technicians—has been
made part of the national health program. With the help of an AID-
supported American medical specialist in preventive medicine,
hundreds of individuals are being trained to bring improved health
care into the rural areas.

At the same time, foreign assistance loans have made possible the
construction of simple, yet utilitarian, rural health centers in Guate-
mala, Nicaragua, and Panama, focusing on mobile dispensary units.

The success of population and health programs in the developing
countries depend to a large extent upon existence of trained manpower,
appropriate service systems, and local institutions to lead and conduct
the effort.

Foreign assistance funds have, for example, aided a public ad-
ministration education and research center to design and recommend
management and marketing systems for Venezuelan agencies engaged
in family planning.

At the University of Ghana, foreign assistance funds are assisting
the development of a population center to expand local research and
teaching on population problems.

In Thailand, AID has supported family planning activities aimed at
reaching the rural poor Thai population by expanding existing health
services in the countryside to include family planning.

In many Thai locales, each eligible couple has been pinpointed
through village mapping and receives home visits by a trained mid-
wife who provides family planning information and advice.

In rural areas of Korea and the Philippines, among others, popula-
tion funds are used to support ‘‘mother-craft’’ classes in which women
are taught adequately to care for and feed their children, while being
given the essentials of family planning.
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Section 105—~Education and human resource development

This section authorizes the appropriation of $115 million for each
of the fiscal vears 1974 and 1975 for education, public administration,
and human resource development.

Due to population increases, there are today 100 million more
illiterate people than there were 20 vears ago.

Further, although the low -income countries have doubled the
size of their school systems in the past 10 vears, it is believed that
there are more children for whom even elementm\ education is
unavailable than there were a decade ago. (See the following ehart.)

POPULATION GROWTH OVERBURDENS SCHOOLS
In The Less Developed Countries

{Miilions of Children Ages 5 - 14)

CHILDREN
IN SCHOOL

228

CHILDREN
NOT IN
SCHOOL

1960 1970 1980

Projected

It has become clear that these countries cannot afford universal
education as known in the West and that the academic patterns of
the developed countries are inappropriate in the developing countries.

Those nations must develop low-cost, innovative systems of educa-
tion to roll back illiteracy and provide their people with the requisite
skills to participate in the process of development.

The United States can assist the developing nations with designing
and testing new educational systems and concepts aimed at reaching
larger numbers of people at lower costs.

To that end, funds appropriated under this section should be
targeted at:

1. Expanding nonformal education, much of it through local insti-
tutions, with special emphasis on literacy and low- and medium-level
skills trammg

2. Increasing the relevance of formal educational systems to develop-
nment problems through curriculum reform, better teaching materials,
and improved teacher training.

98-438 O - 73 - 3
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3. Aiding higher education (but in smaller quantity and in lower
priority than nonformal education) to the extent that the professional
skills imparted contribute most directly to development and the
welfare of the poorest majority.

4. Improving the administrative capacity of government at all
levels, local and provincial as well as higher levels.

Among the kinds of new concepts and systems which the United
States has helped devise and test before they have been adopted on a
wide scale are the following:

In Guatemala children in four rural pilot schools are planting
vegetable gardens while learning to read and write at the same time.

Since the AlD-supported program went into effect, the dropout
rate—usually about 80 percent in rural schools—decreased dramati-
cally and attendance rates are significantly increased.

In Korea an elementary middle school program, supported by a
U.S. loan, started with an analysis organized and conducted by the
Korean Ministry of Education with the help of Florida State
University.

Using advanced systems techniques, the analysis called for an
overhaul of the Korean education system, including development of
radio-television instructional systems. Currently AID is helping the
Koreans design a 5-year pilot project based on the proposals in the
study.

In Ethiopia and Kenya, a labor union-organized training program
has met with success. Through the African-American Labor Center,
Ethiopian construction workers are receiving part-time, evening train-
ing in modern building skills.

In Kenya, 200 printers are being trained in modern printing meth-
ods, through cooperation of local labor unions and employers.

Work in the general field of public administration can also help
provide skills which are in very short supply in the developing
countries.

In the past the United States has helped impart techniques to
build public management capabilities in taxation, statistics, and civil
service.

AID-supported programs have strengthened business schools in
Nicaragua, Korea, Nigeria, Peru, Colombia, Brazil, and the
Philippines.

During the past 10 years some 10,000 persons from developing
countries have come to the United States or gone to other countries
for training in business and public administration.

Section 106—Selected development programs

This section authorizes the appropriation of $93 million for each of
the fiscal years 1974 and 1975 to help solve economic and social devel-
opment problems in fields such as transportation and power, industry,
and urban development.

Although the intent of this act is to put the emphasis on the fields
described in sections 104-106, many countries still need substantial
external resources to provide adequate roads, power supplies, and other
basic elements of development.

The World Bank and other international institutions are providing a
large part of assistance for those purposes. For that reason, it should
be possible for the United States drastically to cut back on its infra-
structure aid. In accomplishing this objective, however, the commit-
tee recognizes that an orderly transition period is required.
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At the same time, however, in certain countries where infrastructure
is critical to the development goals described in the new policy guide-
lines of this act, it may be necessary for the time being to continue to
finance related projects.

Such projects should, however, be kept to & minimum and should
pertain directly to development objectives which will benefit the
poorest majority of people in the developing countries.

Section 107—Selected countries and organizations

This section authorizes the appropriation of $60 million for each of
the fiscal years 1974 and 1975 for three purposes:

First, to support the general economy of certain key countries, pri-
marily through program lending;

Second, to contribute to development programs conducted by pri-
vate organizations such as the International Executive Service Corps
(IESC), the Asia Foundation, cooperatives, credit unions, and volun-
tary agencies; and

Third, to help support development programs of certain interna-
tional organizations such as the Organization of American States
(OAS) and the Central Treaty Organization (CENTO).

Although this act sets a new direction for foreign assistance away
from program lending, certain key countries—such as Ghana and Indo-
nesia—lack foreign exchange to buy imports of materials, equipment,
and commodities necessary for development.

Thus, this act provides for an amount, greatly reduced from prior
years, for program lending to those countries. This lending, it should be
noted, normally is worked out in concert with a consultative group of
other donors and involves self-help steps by the recipients.

The eommittee, however, anticipates that to the fullest extent pos-
sible export credits under the new Export Development Credit Fund
will be substituted for direct program lending as a means of meeting
the import gaps of those selected countries and introducing American
goods to their private sectors.

As for the development programs of private international organiza-
tions, the committee continues to believe that such organizations can
and do play an important role in bringing American talents to the aid
of developing countries.

As emphasized in the new policy statement, we believe in the maxi-
mum use of the private sector to carry out development programs.

The people-to-people, institution-to-institution relationship between
Americans working in development and their equivalent organized
groups in the developing countries is a valuable concept.

Such an approach can increase the flexibility and quality of American
assistance; help lustitutionalize professional, technical, and organi-
zational skills in low-income countries; and reduce or avoid some
difficulties involved in government-to-government relationships.

Section 108—Applicability of existing provisions

This section requires assistance authorized under this chapter to be
furnished in accordance with the provisions of law applicable to
categories of assistance now in the law: development loans, technical
cooperation and development grants, and Alliance for Progress.

This language assures that the restrictions, criteria, authorities and
other provisions of existing law are not rendered inapplicable as a
result of the restructuring of foreign assistance proposed in this bill.



8

Section 109—Transferability

This section provides for limited transferability of funds among
the five new categories of assistance.

It permits up to 15 percent of the funds made available in any of
the five categories to be transferred to any of the other four, provided
that the category to which the funds are transferred is not thereby
increased by more than 25 percent.

Transfers between any of the five new categories and any other
funds appropriated under the act would continue to be governed by
the existing provisions of section 610.

SECTION 4—DEVELOPMENT LOAN FUNDS

Subsection (a) amends the existing loan receipt reuse authority of
section 203 of the act to include dollar receipts from loans made prior
to 1954.

Subsection (b) extends the loan receipt reuse authority to fiscal years
1974 and 1975 and authorizes reuse for the restructured categories of
development assistance as well as for specified purposes of the new U.S.
Export Development Credit Fund established by the bill.

SECTION 5—TECHNICAL COOPERATION AND DEVELOPMENT GRANTS

Section 5(a)—Authorization limitation

Section 5(a) amends section 211(a) of the Foreign Assistance Act
of 1961, relating to general authority, by adding the word ‘“‘directly”
to the sentence which limits to 40 the number of countries to which
technical assistance may be furnished under title II.

The purpose of this amendment is to make clear that the 40-country
limitation applies only to bilateral assistance furnished directly by the
Government of the United States to the governments of less developed
countries and is not applicable to assistance to private organizations,
such as the International Executive Service Corps, which conduct
prograros in countries to which the U.S. Government does not furnish
bilateral assistance.

The amendment is also intended to make clear that programs of
research and experimentation authorized under section 241 of the
act are not considered assistance to countries within the meaning
of section 211 or any other section of the act.

Section 5(b)—American schools and hospitals abroad
This section amends section 214 of the act in three respects:
Authorization

Section 214(c) of the act is amended to provide authorization in the
amount of $20 million for fiscal year 1974 and $20 million for fiscal
year 1975 for assistance to American schools and hospitals abroad. It
also eliminates unnecessary language pertaining to expenditure of
funds appropriated for fiscal year 1970.

Excess local currencies

Section 214(d) of the act is amended to provide an authorization for
appropriation of excess foreign currencies of $7 million for fiscal year
1974 and $7 million for fiscal year 1975.
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Limitation

A new subsection (e) is added to section 214 of the act to limit as-
sistance under this section to not more than four institutions in any
one country in any fiscal year. This amendment also provides that not
more than one university and one hospital in any one country may
receive section 214 aid in any fiscal year. By “university” is meant
any institution of higher learning.

The purpose of these provisions is to help insure wider geographic
distribution of the funds available and to carry out the stated intent
of the law: namely, to provide such support as may be necessary to a
limited number of institutions, sponsored by American citizens, which
serve as demonstration centers for American ideals and practices in
the fields of education and health.

At present, approximately 80 percent of the funds authorized and
appropriated under this section go to institutions in the Near East.
The committee believes this represents too heavy a concentration in a
single region.

Moreover, during recent years, requests for section 214 assistance
have proliferated to the point that they have greatly exceeded the
funds provided by Congress for this program. Many of these requests
have come from institutions which perform valuable social and educa-
tional services in the countries in which they are located, but which
seem to be outside the purview of section 214. The committee believes
that the limited funds provided under section 214 should be reserved
for centers of excellence which in fact serve as demonstration centers
for American achieverments in education and health. As the committee
suggested in its report on the Koreign Assistance Act Amendments
of 1971, other worthy institutions should be considered for assistance
under the appropriate sectoral authorizations.

The further limitation to support only one university and only one
hospital center in a country at the same time was deemed necessary
because such institutions require more funds and this program, with
limited funds, cannot be expected to support several large institutions
in the same country.

SECTION 6—HOUSING GUARANTIES

Section 6(a)—Worldwide housing guaranties

This subsection amends section 221 of the act by increasing by $100
million the amount of worldwide housing guaranty authority. With
the provision of this $100 million, the total amount of guaranties that
may be outstanding at any one time under section 221 will be $305
million, exclusive of the $25.1 million authorized and issued under
predecessor programs.

As of March 31, 1973, AID had authorized $147.5 million in world-
wide housing guaranties covering 14 projects in 11 countries. When
completed the projects will provide a total of 33,733 new housing units.
With the unused authority of $82.6 million and the $100 million being
provided in this bill, the committee believes this amount is sufficient
to carry on the program for the next 2 fiscal years.

Section 6(b)—General provision

This subsection amends subsection 223(1) of the act to make housing
guaranty authority available through June 30, 1976.
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SECTION 7—OVERSEAS PRIVATE INVESTMENT CORPORATION

Section 7(a)—Issuing authority

This subsection would amend section 235 (a)(4)of the act to extend
OPIC’s investment insurance and guaranty authority from June
30, 1974, to June 30, 1975, which is 1 year beyond the current fiscal
year.

The Foreign Assistance Act of 1969, which was enacted December
30, 1969, authorized extension of the 25-year-old political risk in-
surance program and the extended risk guaranty program for 5 years
from June 30, 1969, and provided for the establishment of the Over-
seas Private Investment Corporation to operate these programs. A
5-vear extension of the insurance and guaranty programs was granted
to provide a reasonable period for testing of the management of the
programs by a public corporation and to determine the feasibility of
further steps toward private management and financing of some or
all of OPIC’s services. This test period is due to expire at the end of
the current fiscal year, June 30, 1974.

The committee extended the expiration date for 1 year but did
not approve any of the numerous expanded authorities requested
by the executive branch. This action was taken without prejudice to
OPIC’s requested expanded authorities. The committee does not be-
lieve that substantial changes in OPIC’s legislative authorities should
be made until the in-depth legislative oversight hearings by the Sub-
committee on Foreign Economic Policy currently underway, as well as
a General Accounting Office investigation and a study by the Library
of Congress ordered by the committee, arec completed. Without the
results of these current studies it is difficult for the committee to arrive
at any sound judgment regarding OPIC’s future role in the develop-
ment assistance field.

It is anticipated that the studies, when completed, will serve as a
basis for amending OPIC’s legislative authorities.

Section 7(b)—Agriculture credit and self-help community devel-
opment projects

This section would extend the pilot agriculture credit guarantee
program which expired on June 30, 1973, for an additional 2 years,
to June 30, 1975.

This program was authorized by the Foreign Assistance Act of 1969
as an experiment to see whether U.S. Government guarantees of for-
eign private capital would help to make credit available, on reasonable
terms, for sinall-scale community development projects in the develop-
ing countries. The pilot program was limited to five Latin American
countries. Because extended initial planning was necessary, the pro-
gram did not get started until 1971.

Two years’ experience has shown that well-to-do individuals and
banks in the selected countries of Latin America are not making funds
available for such guaranteed lending because the cost of making small
loans to new borrowers is high and results in lower profits than those
associated with commercial loans to traditional customers. Because
of this, OPIC has been focusing on a new approach to overcome these
commercial limitations.

The new approach needs to be tested under controlled lending
levels prior to implementation. [t is estimated that at least 24 months
will be required to complete this test period.
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The committee believes that the developing countries should be as-
sisted in their efforts to make credit available to communities and
people who are now outside of normal credit channels. Therefore, this
experimental program is being extended for 2 years to test OPIC’s
new approach,

SECTION 8—ALLIANCE FOR PROGRESS

Authorization

Although there is no specific authorization in this legislation for the
Alliance for Progress, the executive branch’s proposed level of assist-
ance under the Alliance is not affected. The committee’s action in
deleting direct reference to the Alliance in the bill was designed to
conform with the previous committee decision to adopt an important
reform in the administration of foreign economic assistance. Under
that reform, funds are authorized in section 2 by “sector’’ rather than
according to a specific country or area.

Partners of the Alliance

This section authorizes appropriations of $968,000 in each of the
fiscal yvears 1974 and 1975 for grants to the National Association of
the Partners of the Alliance, Inc. (NAPA) for administrative ex-
penses and to supplement volunteer travel costs. NAPA is the ad-
ministrative arm of a volunteer organization known as the Partners
of the Americas. This people-to-people organization has carried out
many impressive projects of mutual assistance and developinent which
are funded through private contributions. The commitlee approves
of thexe efforts and feels that continued governmentai support of
NAPA’s administrative expenses is worthwhile.

SECTION 9—PROGRAMS RELATING TO POPULATION GROWTH

Authorization

This section amends section 292 of the act, relating to the authori-
zation for population programs, by extending the earmarking provision
for each of the fiscal years 1974 and 1975.

The authorization of funds for population planning and health has
been provided in section 104 of chapter 1 of part I of the act. Because
of the importance of population programs, the committee has again
extended the earmarking provisions to assure the continued financial
support at a level not less than the $125 million specified in section 292.

SECTION 10—INTERNATIONAL ORGANIZATIONS AND PROGRAMS

Section 10(a)—Independent review groups for international as-
sistance institutions

This section requires the President to actively seek the establish-
ment of independent groups within the United Nations and its affili-
ated organizations, the World Bank and the Asian Development Bank,
to review and evaluate the programs of these organizations. The
President is further required to transmit to the Congress and the
Comptroller General reports prepared by such groups.

The committee believes that the Congress should have more
adequate assurance that the various programs of the United Nations,
the World Bank, and the Asian Development Bank are given critical
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review and that such review is reported to high enough levels to
achieve the required attention. This provision will make it possible
for the Congress and the Comptroller General to have access to audit
reports on which a judgment can be made of the effectiveness and
quality of the operations of these institutions.

Section 10(b)—Authorization

This section authorizes an appropriation of $127,800,000 for fiscal
year 1974 and the same amount for fiscal year 1975, for voluntary
contributions to various international organizations and programs.
This figure represents a $3 million increase in the executive branch
request in order to allow for a corresponding increase in the U.S.
contributions to the United Nations Children’s Fund.

The major portion of these funds is for the United Nations Devel-
opment Program (UNDP) which serves as the focal point for all U.N.
technical assistance activities.

These voluntary contributions are distinct from the assessed contri-
butions which the United States makes to the regular budget of the
United Nations. While the committee favors the proposed reduction
to 25 percent in the U.S. rate of assessment for the regular U.N.
budget, it also supports assurances given to other members of the
United Nations by the United States at the United Nations General
Assembly last year that this reduction would not be followed by U.S.
efforts to cut back on voluntary contributions to special U.N. programs.

An arbitrary and permanent percentage ceiling on voluntary contri-
butions would be a contradiction in terms. If these contributions are
indeed to be voluntary, then the United States should maintain the
present procedure of determining such amounts by having the admin-
istration and Congress review programs annually on a case-by-case
basis according to the benefits that can be expected to flow to the
United States.

In the case of the UNDP, contributions from other governments
have increased by more than 46 percent since 1970. This has enabled
UNDP to meet its annual goal of a 9.6 percent increase in total
contributions in spite of percentage decreases in the U.S. contribution.
In order that the UNDP may continue to improve its capacity in
multilateral technical assistance, the committee considers it important
for the United States to continue to provide adequate support for this
worthwhile program.

Section 10(¢)—Indus Basin project

This section authorizes an appropriation of $15 million for fiscal
vear 1974 and the same amount for fiscal year 1975, for U.S. contribu-
tions to the World Bank—administered consortium which is financing
the development of the Indus Basin project.

The committee approved the full executive branch request for this
project because the U.S. grant to the Indus Basin Development Fund
under the fiscal year 1973 continuing resolution has fallen short of
requirements by $8 million. The $15 million authorized in this legisla-
tion will enable the U.S. Government to pay these overdue amounts
as well as the World Bank’s October 1973 call which is expected to be
$5.9 million. The $1.1 million balance remaining will be used to meet a
portion of the spring 1974 call.



33
Section 10(d)—United Nations Children’s Fund—(UNICEF)

This section stipulates that, of the funds provided for international
organizations and programs for fiscal years 1974 and 1975, $18
million shall be available in each of the fiscal years only for contribu-
tions to the UNICEF.

The $18 million earmarked for UNICEF in this subsection repre-
sents a $3 million increase in the amount requested by the executive
branch. In view of the fact that emergency demands on UNICEF
resources have increased markedly over the past year, the com-
mittee feels this increase is justified.

Section 10(e)—Technical and vocational training of Arab refugees

This section authorizes an appropriation of $2 million for fiscal
year 1974 and the same amount for fiscal year 1975, for an additional
contribution to the United Nations Relief and Works Agency
(UNRWA) for expansion of technical and vocational training of
Palestinian refugees.

At present, UNRWA operates 8 training centers which provide
4,258 places in courses of vocational and teacher training. This hardly
accommodates the approximate 30,000 refugees who become available
for such training each year. Additional contributions will be used to
expand vocational training facilities to include more advanced
courses and to modernize existing facilities.

The committee approves this additional contribution because such
an expansion of the UNRWA program will help make available the
skilled manpower needed throughout the Middle East, especially in
the Israeli occupied territories, and in Jordan and the Persian Gulf.
The committee also believes that this program contributes to building
peace in the area by allowing refugees to become productive partici-
pants in the development process in the Middle East.

SECTION 11—CONTINGENCY FUND

Section 11(a)—General authorization

This subsection amends section 451 of the act, relating to contin-
gency funds, by authorizing $30 million for fiscal year 1974 and $30
million for fiscal year 1975.

The amounts authorized are in line with AID’s use of the contin-
gency fund over the past several years and are considered sufficient
by the committee to meet unforeseen developments or situations
during this period.

Authorized (in

Fistal year millions) Used
$30 $28.0

30 29.0

30 30.1

30 .7

The use of the contingency fund is reported quarterly to the Con-
gress during the fiscal year. Thus, Congress has an opportunity to
evaluate these uses and determine that the fund has not been used
to finance programs for which funds were previously denied or for
requirements that were not bona fide contingencies.



M

Section 11(b)—Authorization for disaster relief assistance

As in the past, disaster relief and reconstruction assistance furnished
under the contingency fund has been limited to short-term assistance
designed to alleviate and repair the consequences of a natural or
manmade catastrophe rather than providing for long-term develop-
ment assistance.

Subsection (b) provides a permanent authorization for appropria-
tions for disaster relief assistance in the case of extraordinary disasters
of large magnitude. This authority would permit prompt appropria-
tions of funds to meet emergency requirements in those cases where
the assistance required is in excess of the amounts made available by
the contingency fund or by other accounts.

In the past, in the case of extraordinary disaster, such as the hostili-
ties in Bangladesh, the Congress has authorized and appropriated
special amounts to meet the humanitarian needs arising from the
disaster. A permanent. authorization for appropriations to meet dis-
asters of extraordinary magnitude would permit the United States to
assist in emergency situations which require financial support beyond
the limited amounts normally available for immediate response to such
situations. Although the authorization is open ended, it could only be
used in the case of extraordinary disaster situations, and, of course,
would be subject to congressional action on a specific appropriation
request for such disasters. The Committee on Foreign Affairs expects
to be consulted in advance of the use of this special authority. More-
over, the committee will review any significant use of this authoriza-
tion in the course of its normal oversight hearings.

Definition of “related assistance”

The amendment authorizes the appropriation of funds for “relief,
rehabilitation, and related assistance in the case of extraordinary
disaster situations.” This language does not expand the present author-
ity for AID to provide disaster relief and reconstruction assistance
through the use of the contingency fund. The term ‘‘related assistance”
refers to activities which are designed to alleviate and repair the con-
sequences of a natural or manmade catastrophe, although in some
extraordinary situations such assistance may result in long-term
benefits to the recipient nation.

While this title provides a specific disaster relief authority, it is not
intended to preclude the use of funds made available under other pro-
visions of the Foreign Assistance Act in emergency situations.

SECTION 12—INTERNATIONAL NARCOTICS CONTROL

Section 12(a)—Reports to Congress

This section amends section 481 of chapter 8 of part I of the Foreign
Assistance Act, relating to international narcotics control, by adding a
new subsection (b).

The new subsection (b) requires the President to transmit quarterly
and semiannual reports to the Congress on all aspects of U.S. inter-
national narcotics control programs and activities.

Subsection (b)(1) requires a report on the programing and obliga-
tions of funds not later than 45 days after the end of each calendar
quarter.
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Subsection (b) (2) requires semiannual reports not later than 45 days
after the end of the second and fourth calendar quarter, giving com-
plete and detailed data on all activities and operations carried out by
the U.S. Government and relating to international narcotics control.
The semiannual reports shall include, but shall not be limited to:

(1) The status of each agreement reached with any foreign country
or International organization pertaining to narcotics matters;

(2) The aggregate of obligations and expenditures made, and the
types and quantities of equipment delivered, to any foreign country
or international organization receiving assistance from the United
States for narcotics control purposes by country and by program. The
reports shall include all of the costs, including all salaries and allow-
ances of all indigenous and U.S. personnel engaged in international
narcotics control programs being carried out by the United States.

The purpose of this amendment is to insure that the Congress will
receive timely reports on all aspects of U.S. international narcotics
control programs including the type and quantity of equipment
provided, and to provide the executive branch with a valuable man-
agement tool for the administration of international narcotics control
activities.

International narcotics control programs are of the highest priority
in the United States. There is increasing cooperation from other
countries. Expenditures for narcotics control assistance, and other
programs relating to international narcotics control will be substantial
over the next several years. If the Congress is to approve such pro-
grams, it is essential that it have the information required by this
section.

Section 12(b)—Authorization

This subsection amends section 482 of the Foreign Assistance Act
to authorize the appropriation of $50 million for international narcotics
control in each of the fiscal years 1974 and 1975. This is $7.5 million
more than the $42.5 million requested for fiscal year 1974.

The program presented to the committee detailed the proposed
international narcotics assistance program for only fiscal year 1974
and requested an open-ended authorization for fiscal year 1975. The
cominittee was reluctant to approve an open-ended authorization and
authorized a sum equal to the 1974 authorization in order to provide
the executive branch with a 2-year authorization.

In increasing the authorization from $42,500,000 to $50 million in
1974, it 1s the intention of the committee that most, if not all, of the
increase be expended on programs for Southeast Asia.

It is estimated that each year over half of the world’s 900-1,210
tons of illicit opium is produced in the “Golden Triangle”’ area of
Southeast Asia. An increasing amount of heroin is being smuggled
into the United States from this area. In spite of the important role
that the countries of Southeast Asia play in the illegal production of,
and trafficking in narcotics, the executive branch has programed an
inadequate sum of slightly over $3 million for five countries as follows:

A0S . . $1, 500, 0600
Indonesia_ . e e 18, 000
Philippines . _ _ e 265, 000
Thailand . - _ e 1, 114, 000
Vietnam . o e __ 182, 000

TOtAL_ - o 3,079, 000
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The committee is also concerned that international narcotics control
programs may be underfunded elsewhere. Although 27 countries are
programed to receive narcotics control assistance in fiscal year 1974,
zflplll)roximate]y 80 percent of the funds are scheduled to be used as
ollows:

TurKey - o e e $15, 000, 000
U N, fund. - e e 5, 000, 000
Tralning . . e 6, 700, 000
Unprogramed _ - ____ e 9, 700, 000

Total . e 36, 400, 000

With the exception of Laos, Thailand, and Turkey, no other country
is programed to receive more than $375,000 for narcotics control
assistance in 1974.

Following is the proposed 1974 program:

INTERNATIONAL NARCOTICS CONTROL PROGRAM

{In thousands of dollars)

Fiscal year Fiscal year Fiscal year
1972 Iy973 {974

Total. e 20,637 20, 500 42, 500
ASI A L e 18,576 9,971 18, 504

Thailand
Vietnam

Latin AMeriCa. . . oo oo e ) 1,927

ATEeNtiNG . e eecimem——————— 310
Bahamas_. 15
Barbados_ 12
Bolivia___. 4
Brazil... 100
Chile. .. 75
Colombia__ 238
Ecuador___ 300
Guyana. . . 2
Jamaica.. 26
Mexico_.....____. 37;
Panama_.__.__..... 20
Paraguay.__ 22
eru___.____ B 250
Uruguay_ ... - 135
Venezuela__.__ 40
Regional N . R,
50

50

International organizations. _________. . 2,000 5,100 5, 100
U.N. Special Fund.. R 2, 000 5, 000 5,000
Colombo plan 100 100
Worldwide program costs.. .. ... . 25 Z,ﬁS 7,181
OBV - - oo e ! 25 2,383 6,731
Interregional oStS. . .o e immeaaaaas 450 450

URPrOGramed. . .. oo e et m e mm e cedwm e mmm e mmenn 9,738
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Foreign assistance programs for international narcotics control pur-
poses are unique. Undertaking such programs, the United States is
asking other countries to join in a mutual attack upon the illegal
production of, and trafficking in, narcotics. If such assistance is
effectively utilized, it will lessen the quantity of narcotics and other
dangerous drugs entering the United States, thus benefiting the
United States.

It is not the intention of the committee that the United States
dispense narcotics control assistance unnecessarily. It should be noted
that there is a limit to the amount of financial and material assistance
that many of the countries of Southeast Asia, Latin America, and the
Middle East can usefully absorb. U.S. narcotics assistance control
programs should be based upon a realistic assessment of what can be
effectively utilized. What can be utilized, however, should be made
available immediately.

It is the judgement of the committee that the additional $7.5 million
authorized pursuant to this section, when combined with the
$9,700,000 which is unprogramed, will enable the Cabinet Committee
for International Narcotics Control to formulate a realistic, adequate
international narcotics control assistance program in fiscal year 1974.

In the event that the $50 million authorized for fiscal year 1975
proves to be inadequate, the committee would be receptive to a
request for additional funds contingent upon adequate justification
for stich any increase.

SECTION 13—COOPERATIVE ECONOMIC EXPANSION

This section amends the Foreign Assistance Act of 1961 by adding
a new chapter 10—Cooperative Economic Expansion—which author-
izes the President to use up to $2 million of the funds available under
part I of the act, to assist friendly countries, particularly those in
which development aid has ceased or those not receiving prior assist-
ance, in obtaining technical assistance from U.S. sources.

The assistance would be for experimental programs of (1) encourag-
ing development of natural resources of interest to the United States,
(2) encouragement of a favorable climate for trade and investment,
and (3) stimulation of markets for U.S. exports.

The area of emphasis in the use of the funds would be certain
countries in the Near East and the Persian Gulf, Venezuela, Iran, and
others which are “aid graduates” or have never received U.S.
assistance.

By encouraging the furnishing of technical services from U.S.
public or private agencies and individuals to countries which suffer
from a shortage of technical capabilities, the United States will be
serving its own interests as well as development purposes.

The programs would differ from traditional technical assistance
because they would:

(1) Place a greater emphasis upon activities which have the
potential for building opportunities for U.S. exports, stimulating
the local private sector, and developing needed natural resources;

(2) Be conducted in countries which in other respects may be
considered developed ; and

(3) Be designed to make American technical know-how avail-
able to reciplents at costs competitive with those charged by
other developed countries for such services.
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The amendment is also intended to make clear that programs of
experimentation which it contemplates would not be considered as-
sistance to countries within the meaning of section 211 or any other
section of the act.

Further, the section would allow the subsidizing or “topping off”’
of salaries of personnel, either private citizens or public officials,
serving with international organizations or foreign governments.

SECTION 14—MILITARY ASSISTANCE

Section 14(a)—Authorization

This subsection amends section 504(a) of the Foreign Assistance
Act to authorize $550 million for grant military assistance—a reduction
of $102 million below the executive request of $652 million.

There was no military assistance authorization for fiscal year 1973.
The appropriation for military assistance, including training costs, in
fiscal year 1973, was $553.9 million pursuant to continuing resolution
authority.

The fiscal year 1974 authorization does not include funds for military
assistance for Laos or South Vietnam which are funded in the Depart-
ment of Defense budget, nor does it include any funds for military
education and training. For the first time, education and training
funds are authorized in a separate section of the bill.

Although the number of countries which may receive military asssst-
ance (other than training in the United States) is limited by law to 40,
the executive branch has proposed grant military assistance to only
20 countries in fiscal year 1974.

The primary role of the grant military assistance program is to
supply arms and equipment to friendly foreign countries to fill the gap
between what they need to provide for their own security and what
they are able to finance with their own resources.

The fiscal year 1974 program

The Executive requested an authorization for the appropriation
of $652 million in new obligational authority to fund items that can
only be obtained from new procurement, or for replacement of equip-
ment supplied from normal DOD stocks. This $652 million, together
with reappropriation, recoupments, reimbursements, and other
transfers totaling $119.5 million, was expected to finance an overall
grant military assistance program. of $771.5 million in fiscal year
1974. The proposed fiscal year 1974 program is compared with the
fiscal year 1972 and fiscal year 1973 programs in the following chart:

MILITARY ASSISTANCE PROGRAM, FISCAL YEARS 1972-73

{In millions]
1973 as
requested of 1973 as of
1972 Congress Jan. 23,1973 Proposed 1974
New obligational authority . $500.6 $780.0 $593.1 $652.0
Other availabilities_ _._____. 51.6 39.7 35.7 119.5
Unobligated. - ... ... ... L S
Military Assistance programs_____.... ... __ 549.9 819.7 588. 8 7715

_ The projected country-by-country grant military assistance program
including supply operations costs (packing, crating, handling and
transportation) 1s as follows:
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GRANT MILITARY ASSISTANCE (MATERIEL)

{In thousands of dollars}

Fiscal year 1972 Fiscal year 1973

Fiscal year 1974

Supply Supply Supply
opera- opera- opera-
Materiel tions Total Materie) tions Materiel tions Total
East Asia and Pacific:
.............. 168,387 9,719 178,116 128,560 13,400 141,960 167,194 13,500 180,694
. 14670 1,092 15762 14,700 1,000 15,700 20,826 2,200 23,026
ea.. . 131,472 16,445 147,917 117,211 16,700 133,911 238,789 22,500 261,289
Philippines.. 11,755 1,211 12,966 14,683 1,100 1 19,269 2,100 21,369
Thailand.__... s 34,063 2,100 36,163 55,762 2,700 58,462
Regional cOSts. . e emmmne————————— 8,300 .__._.__. 8, 300
Subtotal_ . _..._.__... 326,294 28,467 354,761 309,217 34,300 343,517 530,140 43,000 573,140
Prior year program cost:
Republic of China___ 3,634 6,306 9,940 2,099 7,000 9,099 .. .____. 15,700 5,700
Total ... 329,928 34,773 364,701 311,316 41,300 352,616 530,140 48,700 578,840
Near East and South Asia:
ordan___.._... ... 35694 1,757 37,451 32,132 2,000 34,132 35632 3,900 39,532
Turkey_ ... 45,662 12,955 58,617 56,717 10,560 67,277 85,501 12,500 98,001
Total__..______..____ 81,356 14,712 96,068 88,849 12,560 101,409 121,133 16,400 137,533
Prior year program cost:
Greece_..__.._..... 1,443 7,564 9,007 791 5100 5891 ... ...l
22,276 105,075 89,640 17,660 107,300 121,133 16,400 137,533
Europe: - o o
Portugal 618 69 687 442 80 323 100 423
Spain .. 8,621 1,452 10,073 8,227 700 8,927 3,026 5,026
Region. . 80 . 80 100 ... 100 ... ... L.
Yol L521 10,840 8,769 780 5, 448
ﬁ‘qfi!'d o ) T o ) - )
‘ L': o - g.0l9 659 9,678 7,736 600 16, 254 [UDSLLIN S O 3oL
Vumleid. ..o oo 925 927 1,452 1,451 300 2,476 14U Z.5/6
Total__._............ 9,944 1,18 11,130 9,187 900 10,087 12,930 1,300 14,230
Prior year program cost:
Liberia_.._.._....__ 62 25 87 83 200 103 el
Total. ... .. ........ 10,006 1,211 11,217 9,270 920 . 10,190 12,930 1,300 14,230
Latin America:
Bolivia._._.____....._.. 2, 800 270 3,070 3,036 300 3,996 250 4,246
Dominican Republic.__._ 319 25 34 33 70 7 70 866
Bl Salvador. i aceaenoae 15 400 40 440
Guatemala_ _ . 1,201 115 1,316 298 150 1,080 100 1,180
HONAUAS . _ oo e e eaean 20 400 30 430
Nicaragua 307 10 317 64 40 1,023 40 1,063
Panama 223 25 248 239 25 230 20 250
Paraguay. . 316 25 341 203 50 550 50 600
Uruguay . _ - 414 30 aau 268 130 1, 000 100 1,100
RegioNal . . e eeeee 825 ... 525
Total. oo 5, 580 500 6,080 4,141 800 10, 000 700 10,700

1 Cost of supply operations for materiel ordered in previous years. No MAP materiel is programed for the Republic of

China in fiscal year 1974,

The bulk of the program, $682,373,000, has been allocated to seven
countries: Cambodia, Korea, Thailand, Indonesia, the Philippines,
Jordan, and Turkey.

The committee reduced the authorization for grant military assist-
ance by approximately 15 percent.

The committee recognizes that if U.S. foreign policy objectives are
to be achieved and U.S. troop levels abroad reduced, it is essential that
sufficient funds be provided to friendly foreign countries and allies to
enable them to obtain defense articles and services necessary to provide
for their internal and external security.
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At the same time, it must be recognized that the United States faces
serious economic and financial problems domestically and inter-
nationally. The U.S. balance of payments is in deficit and the dollar
is under persistent pressures abroad. Under the circumstances, it
would not be consistent with the overall national interest to authorize
funding of grant military assistant programs at the requested level.

The committee believes that an authorization of $550 million,
together with recoupments, reimbursements, and reappropriations of
$50 million and $185 million of excess defense articles (at legal value)
should be sufficient to continue an effective military assistance pro-
gram in fiscal year 1974.

Section 14(b)—Special authority

This section amends section 506(a) of the act by renewing for
another year the authority of the President, when he determines it to
be vital to the security of the United States, to order defense articles
from Department of Defense stocks, and defense services, to carry out
the purposes of part 1T of the act, subject to subsequent reimbursement
from military assistance funds. As .in prior years, this authority is
limited to $300 million in fiscal year 1974 and prompt notice of action
taken under this section is required to be given to the Congress.

The Executive requested that this authority be extended without
a fiscal year limitation.

The committee is convinced that this authority should be subject
to annual review and approval by the Congress and has authorized the
extension of this authority for the fiscal year 1974 only.

Section 14(c)—Military assistance to Laos and South Vietnam

This subsection amends section 513 of the act and requires that
after June 30, 1974, all military assistance to Liaos and South Vietnam
shall be funded out of the regular military assistance program as
authorized under the Mutual Development and Cooperation Act or
the Foreign Military Sales Act.

Military assistance for South Vietnam has been funded from the
Department of Defense budget since 1966 and for Liaos since 1967.
For fiscal year 1974 the Department of Defense initially requested
$1.87 billion for these two countries. Due to the reduction in hostilities,
the committee is informed that the currently projected program is
$1,085,300,000 for South Vietnam and $100 million for Laos.

When funding for these two countries was transferred to the Depart-
ment of Defense budget, the Indochina war was in progress and the
exigencies of the situation justified the transfer of military assistance
funding to the Department of Defense. That situation has changed.
Cease-fire agreements have been reached in South Vietnam and Laos,
and the provisions of those agreements place a limit on the amount of
defense articles that can be provided. For example, article 7 of the
Vietnam cease-fire agreement states that parties shall be permitted
to make—
periodic replacement of armaments, munitions and necw materials which have
been destroyed, damaged, worn out or used up after the ceasefire, on the basis of
piece by piece, of the same characteristics and properties, under supervision of the

Joint Military Commission of the two South Vietnamese partics and of the Inter-
national Commission of Control and Supervision.

In the case of Laos, article 3(d) of the cease-fire agreement states:
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It is forbidden to bring into Laos all types of military personnel, regular troops
and irregular troops of all kinds and all kinds of foreign made weapons or war
material, except for those specified in the Geneva Agreements of 1954 and 1962.
In case it is necessary to replace damaged or worn out weapons or war materials,
both sides will consult and arrive at an agreement.

Thus, the basic justification for carrying military assistance for these
two countries in the Defense Department budget no longer exists.

The furnishing of military assistance in any form is an important
tool of foreign policy. Legislative responsibility for approving such
programs must rest with the committees of the Congress which have
jurisdiction over foreign policy matters.

In the event that the cease-fire agreements break down and it
becomes necessary to provide substantial quantities of defense articles
to either South Vietnam or Laos, the President can exercise the draw-
down authority continued in section 506(a) of the act. This was done
in 1965, when the President provided $75 million to South Vietnam,
and again in 1966 when the full amount of $300 million in defense
articles was drawn from Department of Defense stocks subject to
subsequent reimbursement from military assistance funds. The draw-
down authority enables the President to meet any contingency that
may develop in either South Vietnam or Laos.

Section 14(d)—Local currency deposits

This subsection repeals section 514 of the act which requires
recipients of grant military assistance, including excess defense
articles, to deposit in local currency an amount equal to 10 percent
of the value of such assistance for use by the United States to pay its
official local currency costs in that country.

Section 514 was included in the Foreign Assistance Act of 1971
which became effective February 7, 1972. The committee has been
informed that its implementation has created substantial difficulties
with a number of countries with whom the United States has had
long-standing and mutually beneficial security arrangements. For
example, Korea is required to set aside $20 million out of its total
defense budget of $360 million. The impact of this requirement limits
severely Korea’s efforts to modernize its armed forces—a program
that the United States has committed itself to support. The committee
was also advised that, as a practical matter, the vahie of local currency
contributions, office space, military housing and installations contrib-
uted by countries receiving military assistance, in the aggregate
exceeds what we would expect to receive under the deposit require-
ments. Accordingly, the committee recommends repeal of this
requirement.

SECTION 15—SECURITY SUPPORTING ASSISTANCE

This section amends section 532 of the Foreign Assistance Act to
provide an authorization of $125 million for security supporting
assistance in fiscal year 1974, Of this amount, $50 million is specifically
earmarked for Israel.

The Executive request was for new obligational authority of
$100 million to finance a security supporting assistance program of
$124,055,000 in fiscal year 1974.

In fiscal year 1973, the Congress appropriated $600 million for such
programs pursuant to continuing resolution authority. The sharp

98-438 O - 73 - 4
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reduction in supporting assistance funds requested for fiscal year 1974
results from the fact that programs for South Vietnam, Cambodia,
and Laos ($632 million) are being treated separately in another
section of this bill.

Security supporting assistance is the third major component of
international security assistance and is administered by the Agency
for International Development. Such programs further economic or

olitical stability in nations threatened by significant security prob-
ems. Since they involve economic assistance, they normally also
contribute to economic growth and development of the recipeint
countries. Their major objective, however, is to stabilize the economic
or political situation in a special security framework.

The Executive programed $25 million in security supporting assist-
ance for Israel in fiscal year 1974, In each of the fiscal years 1972 and
1973, the United States furnished $50 million to Israel. These funds
were used to provide general budget and balance-of-payments support.

The committee increased the authorization for supporting assistance
from $100 million to $125 million and earmarked $50 million for
Israel to insure that Israel’s economic situation will not deteriorate as
a result of exceptionally heavy defense expenditures.

The fiscal year 1974 security supporting assistance programs as
revised by the committee follow:

SECURITY SUPPORTING ASSISTANCE

{In thousands of dollars|

tiscal year—

o 1972 1973 an
Thailand. i 14, 840 13, 000 15, 000
Philippines. _ . .o e 50,000 ... ...
srael____. - 50, 000 50, 000 25,000
Jordan 40, 000 50, 000 65, 000
1 S 14, 400 X
DY 1 3,000 3,000
Africa region___.___.__._..___ 3,700 L
U.N. Farces Cyprus (UNFICYP). 2,400 2,400 4,200
Interregional support costs 1, 506 1,958 2,355
Subtolal. . i 112, 446 184, 758 149, 055
Indo-China program__ . _____ .. eeaa-. 480,779 443,133 (O]
L O 593, 225 627, 891 149, 055
Less other availabilities for obligation_.___.__________ 43,225 27,891 24,055
New obligational authority__ . _.._______.____. 550, 0600 600, 000 125, 000

1$632,000,000 in fiscal year 1974 requested separately under Indochina Relief and Reconstruction.
SECTION 16—INTERNATIONAL MILITARY EDUCATION AND TRAINING

Section 16(a)—Authorizalion and purpose

This section adds to part II of the act a new chapter which estab-
lishes a program of international military education and training,
separate and distinct from the military assistance program, and
authorizes the appropriation of $30 million for this program for fiscal
vear 1974. In fiscal year 1973, the Department of Defense programed
$34,639,000 out of the regular grant military assistance appropriation
for such programs.

Section 541 contains a statement of the chapter’s purpose, which
emphasizes the differences between the objectives of this new program
and those of the military assistance program.
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Section 542 authorizes the President to provide military education
and training by grant, contract, or otherwise and describes the kind
of activities that can be engaged in under this chapter. These activi-
ties include attendance by foreign military personnel and related
civilians at United States and foreign military facilities for education
or training purposes. International military educational facilities, such
as those under NATO auspices, are included. Also permitted is at-
tendance by foreign personnel at pertinent courses of instruction at
nonmilitary public and private educational and research institutions,
In addition, observation and orientation visits by foreign military
and related civilian personnel would be authorized under this chapter.
Finally, section 542 provides for other activities to further the purposes
of the chapter, such as the furnishing of noncombat military training
instructors, media aids, and publications,

Section 543 authorizes the appropriation of funds for military edu-
cation and training programs in fiscal year 1974. The executive branch
requested an open-ended authorization and budgeted $33 million for
such programs. The committee reduced this amount by $3 million
and authorized a line item appropriation of $30 million. These funds
will be used to provide training to 43,282 foreign military students. Of
this number, 3,464 will be trained in the United States and 39,818 will
receive overseas training. Of the total number, 37,445 are expected to
be Cambodians. Consequently, if the situation in Cambodia should
change in such a way as to limit the need and the opportunity for U.S.
traiming of Cambodian military personnel, the committee expects that
a significant part of this authorization will not be used.

Section 544 requires the President to submit annual reports to the
Congress concerning activities carried on and obligations incurred for
iﬁltqrnational military education and training on a country by country

asis.

Section 16(b)—Conforming amendments to the Foreign Assist-
ance Act

This subsection amends the act to eliminate all references to train-
ing from chapter 2 of part II, which deals with military assistance,
because military education and training programs will no longer be
conducted as military assistance. Thus, for example, statutory require-
ments and restrictions applicable to “military assistance” (e.g. section
514, section 653, etc.) would not be applicable to military education
and training programs under this chapter. The subsection also amends
part III of the act, containing general, administrative, and miscel-
laneous provisions, to clarify the application of those provisions to the
new chapter on international military education and training. The
specific amdndments made by this subsection are as follows:

(1) This provision deletes the references to training or advice from
section 503(d) of the act, which authorizes the assignment of members
of the U.5. Armed Forces to noncombatant duties.

(2) This provision deletes the exclusion of “training only” coun-
tries from the 40-country limitation on the number of countries that
may receive military assistance, contained in section 504(a) of the act.

(3) This provision repeals the restriction on the number of foreign
military students that may be trained in the United States. According
to section 510 of the act, this number cannot exceed in any fiscal year
the number of civilians brought to the United States in the previous
ﬁ?cal year under the Mutual Educational and Cultural Exchange Act
of 1961,
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(4) This provision makes clear that the roles of the chief of the
U.S. diplomatic mission and of the Secretary of State with respect
to international military education and training will be the same as
they are for military materiel assistance programs. This is achieved
by inserting a reference to military education and training after the
reference to military assistance in subsections (b) and (¢) of section
622 of the act.

(6) This provision extends the supervisory responsibilities of the
Secretary of Defense under section 623(a)(4) of the act to military-
related civilian personnel, consistent with the scope of the new chapter
on international military education and training. It also makes the
supervisory responsibility of the Secretary of Defense over Depart-
ment of Defense functions relating to military assistance expressly
applicable to military education and training as well.

(6) This provision makes the provisions of section 632 of the act,
concerning reimbursement among agencies, expressly applicable to
military education and training in the same manner as that section
applies to military materiel assistance.

(7) This provision amends section 636(g) of the act to insure that
part II funds are available for administrative, extraordinary, and
operating expenses incurred in furnishing military education and train-
ing. [t also makes part Il funds available for reimbursement of
expenses of military-related civilian personnel in connection with orien-
tation visits, consistent with the scope of the new chapter on interna-
tional military education and training.

(8) This provision modifies the definition of defense service in sec-
tion 644(f) of the act so as to exclude references to training. By this
change, the authority to furnish training as military assistance under
chapter 2 of part II of the act will be terminated. In addition, the
definition of training formerly included within the definition of defense
service is made a separate subsection, subsection 644(n), which will
apply to the new chapter on international military education and train-
ing. The changes made by this provision are not intended to affect the
sale of training as a defense service under the Foreign Military Sales
Act.

Section 16(c)—Preservation of existing actlions

This subsection makes clear that the amendments to the act affected
by this section will not call into question the continuing validity of
actlons taken prior to the enactment of this bill under authority of
any provision amended or repealed by this section, such as regulations
and contracts.
Section 16(d)—Interim funding

This subsection authorizes funds heretofore made available for
activities which will be funded in the future under the new interna-
tional military education and training chapter to be obligated and
expended either in accordance with the originally applicable authority
or under the new authority.

SECTION 17—-GENERAL PROVISIONS

Section 17(a)—Expropriation

This subsection repeals paragraph 1 of section 620(e) of the Foreign
Assistance Act of 1961, relating to expropriation, the so-called Hicken-
looper amendment.
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It is the considered judgment of those who are primarily charged
with the conduct of U.S. foreign policy in those areas where expropria-
tions are taking place that the language of this act has proven to be so
restrictive that 1t has denied the President the needed flexibility to
effectively assist U.S. companies in defending their interests when they
have been expropriated.

The problem posed by this provision of the law is that it has at-
tempted to deal in a blanket fashion with diverse situations. Since its
enactment in 1962 this provision has proved unworkable and in-
effective. In fact, 1t has been invoked on only one occasion. Despite its
existence, there have been numerous expropriations, especially in
Latin America. Rather than discouraging expropriations, this provi-
sion of law isregarded as having produced contrary results.

The committee believes that the striking of the Hickenlooper amend-
ment would in no way result in denying the United States the oppor-
tunity and the flexibility to invoke retaliatory action with regard to
our assistance programs if the President and the State Department
felt that such an approach would bring about just compensation to
expropriated companies by way of negotiations.

he committee further believes that the existing provision forces
the United States to take action in a commercial dispute without a
full assessment of the evidence and the possibility that a foreign
%ovqrnment may be responding to a serious provocation. If, indeed, a
oreign government has acted 1n response to an illegal act of a U.S.
company, the American people should not be required to forfeit
mutually valuable foreign policy relationships with that country.

Finally, the committee is advised that those most directly involved
with the issue of expropriations—the U.S. business community—have
zpoken out strongly in opposition to the continuation of this provision.

or example, the board of trustees of the Council of the Americas,
which is composed of the 200 major U.S. companies which represent
90 percent of U.S. direct investment in Latin America, has urged
that this provision be eliminated.

Therefore, the committee recommends the deletion of this provision.
Section 17(b)—Prohibitions against furnishing assistance

This section amends section 620(n) of the act relating to prohibitions
against furnishing assistance to countries trading with North Vietnam.
The amendment authorizes the President to waive the prohibitions of
section 620{n) when he finds that such waiver is in the national
interest and reports such finding to the Congress within 30 days.

Section 17(c)=~Seizure of U.S. fishing vessels

This section repeals section 620(0) of the Foreign AssistanceAct
which requires that:

In determining whether or not to furnish assistance under this Act, considera-
tion shall be given to excluding from such assistance any country which hereafter
seizes, or imposes any penalty or sanction against any United States fishing
vessel on account of its fishing activities in international waters,

The committee also repealed the restrictive provisions relating to
the seizure of U.S. fishing vessels in the Foreign Military Sales Act
and in the Fishermen's Protective Act of 1967.

To date, 10 Latin American countries claim sovereignty or ex-
clusive junsdiction over the waters or resources off their coast to a
distance of 200 miles. These claims are representative of the threat
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to freedom of navigation and the potential conflict over rights to
ocean resources which led the President, in May 1970, to conclude that
existing law of the sea is inadequate and to call for all nations to
resolve the disputed issues.

A new Law of the Sea (LOS) Conference has been scheduled by
the U.N. General Assembly for 1973-74. Intensive negotiations are
underway on treaty articles covering such major subjects as fisheries,
a regime for the seabed, territorial seas, straits used for international
navigation, marine pollution, and oceanographic research.

Pending an LOS Conference settlement, the committee believes
fisheries disputes can and should be resolved through interim ar-
rangements which do not prejudice LOS positions of either sides.
This approach has resulted in a bilateral conservation agreement with
Brazil on shrimp.

In the case of the tuna fishing conflict with Ecuador and Peru,
section 620(0) and other such restrictive legislation have not pre-
vented U.S. fishing vessel seizures by those two countries. To date,
the total cost of fines and license fees assessed against U.S. fishing
vessel owners has reached close to $7 million. Experience has shown
that these countries do not wish to appear to be bowing to U.S.
pressure implied by a cutoff of assistance. As a result, when the
U.S. Government has applied sanctions, the governments concerned
have often reacted against other U.S. interests. For example, when
nuilitary sales to Ecuador were suspended, the effects were an expulsion
of the U.S. military mission, a refusal to negotiate the fishing issue
any further, and continuation of the seizures.

n sum, the committee believes that the prospects for a negotiated
interim settlement of fishing disputes as well as for a satisfactory LOS
Conference would be considerably brighter in the absence of legislative
sanctions. In addition, the threat of a negative reaction against other
U.S. economic and political interests would be lessened by the re-
moval of such legislation.

SECTION 18—EMPLOYMENT OF PERSONNEL

A'\/This section amends section 625 of the Foreign Assistance Act,

1
‘.
!
i

relating to employment of personnel, by adding a new subsection (k).
The new subsection authorizes the participation in the Foreign Service
Retirement and Disability System of certain categories of AID
Foreign Service personnel.

Under existing law all AID employees, both domestic and Foreign
Service, are participants in the Civil Service Retirement and Disability
Fund. On the other hand, Foreign Service personnel of the Department
of State and of the U.S. Information Agency are participants in the
Foreign Service retirement system. That system provides more
favorable conditions for retirement to compensate for some of the
personal difficulties arising from overseas service. It has several
advantages over the Civil Service provisions:

(1) Foreign Service personnel may retire at age 50 with 20 years of
service without penalty while Civil Service personnel may retire at
age 55 with 30 years of service without penalty.

(2) Foreign Service annuities are calculated at 2 percent of the
highest 3-year base. Civil Service annuities are also calculated on the
highest 3-year base but on a graduated scale of 1% percent for the first
5 years, 1% percent for the next 5 years, and 2 percent for all years
of service over 10. :
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Paragraph (k)(1) designates the categories of personnel serving in

AID who would participate in the Foreign Service Retirement Sys- -

tem. The major categories are Foreign Service Reserve officers and
Foreign Service staff officers and employees serving under unlimited

appointments.Based upon current personnel strength, about 2,500
individuals would be transferred from the Civil Service Retirement
System to the Foreign Service Retirement System. Although existing
law limits participation by Foreign Service Staff personnel to those
with 10 yesrs prior service, the Department of State is seeking an
amendment that would bring all such personnel in the Department
and in USIA into the Foreign Service System without regard to a 10-
year period. Thus the amendment proposed in this paragraph is con-
sistent with the proposed legislation.

Paragraph (k)(2) provides that persons who become participants
in the Foreign Service Retirement System shall make a special con-
tribution to the Foreign Service Retirement and Disability Fund in
accordance with section 852 of the Foreign Service Act of 1946. This
means that, upon transfer from the Civil Service Retirement System
to the Foreign Service Retirement System, the previous contributions
made by the individual into the former fund will be transferred to his
account in the Foreign Service fund. At present, employee contribu-
tions to both retirement systems are 7 percent of their salary. In each
case, this is matched by the employing agency.

Paragraph (k)(3) provides for the application of section 636 and
of title VIII of the Foreign Service Act of 1946. Section 636 permits
voluntary retirement of a participant who is at least 50 years of age
and has 20 years of service. Title VIII details the computation and the
conditions of retirement.

Paragraph (k)(4) continues a participant’s coverage under the
Foreign Service Retirement System whenever such participant might
be assigned to a position not covered by the system. This authority
is similar to that contained in section 571(b) of the Foreign Service
Act of 1946.

Paragraph (k)(5) is a transitional provision that will permit older
employees to make the necessary preparations for retirement. It
provides for the gradual retirement over a 7-year period of participants
in the system who are above the Foreign Service mandatory retire-
ment age at the time they became participants in the system. It is
similar to the formula used when staff personnel of the Department of
State and USIA Foreign Service personnel were transferred to the
Foreign Service Retirement System. A proviso exempts Presidential
appointees confirmed by the Senate, while so serving, from the other-
wise applicable mandatory retirement age. It is estimated that of the
2,500 AID Foreign Service personnel who would come under the
Foreign Service Retirement System about 625 would qualify for
immediate retirement.

Paragraph (k)(6) provides that the President may, whenever he
deems 1t to be in the public interest, extend any participant’s service
for a period not to exceed 5 years after the mandatory retirement date
for such participant. It is anticipated that this authority will be
delegated to the Administrator, AID. A comparable provision in the
Foreign Service Act permits the Secretary of State to extend the
services of a Foreign Service officer for a period not to exceed 5 years
after compulsory retirement.

<
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Paragraph (k) (7) provides that the subsection will become effective
on the first day of the first month which begins more than 1 year
after the date of enactment but an eligible participant may elect to
become a participant before that date. It also provides that a par-
ticipant who on the effective date of this subsection is age 57 or over
may retire voluntarily at any time before the mandatory retirement
date set forth in paragraph (5) above.

Paragraph (k)(8) provides that an AID participant in the Foreign
Service Retirement System who is separated for cause shall be entitled
to the benefits set forth in subsections 637 (b) and (d) of the Foreign
Service Act of 1946, as amended. These provide either a lump-sum
refund of the participant’s contributions or a deferred annuity. This
paragraph also provides that the selection-out authority contained in
subsection 625(e) of the Foreign Assistance Act shall apply to AID
participants in the Foreign Service Retirement System rather than
the selection-out authority contained in the Foreign Service Act of
1946, as amended. )

AID operates only in the less developed countries. Hence its Foreign
Service personnel spend alinost their entire working years in posts that
are designated hardship posts. The transfer of its personnel to the
Foreign Service Retirement System should encourage those who meet
the age and service requirements to seek earlier retirement. The
inclusion of such personnel in the Foreign Service Retirement System
does not create a permanent foreign assistance career service and does
not prejudice any future action that the Congress or the Executive
Branch may wish to take with respect to the foreign assistance program.

SECTION 19—REPORTS AND INFORMATION

Debt status and relief reports

This section amends section 634 of the act relating to reports and
information, by adding two new subsections calling for additional
reporting.

Subsection (f) provides for comprehensive semi-annual reports
showing as of June 30 and December 31 of each year the status of all
outstanding obligations owing to the United States and potential
liabilities under insurance and contracts of guarantees and loans
and other credits resulting from transactions under this act; the
Foreign Military Sales Act, the Agriculture Trade Development and
Assistance Act of 1954; and the Export-Import Bank Aect of 1945.
The status report is limited to those outstanding balances on individ-
ual items which exceed $1 million.

Subsection (g) provides for comprehensive annual reports not later
than January 31 of each year detailing the worldwide dimensions
and impact of the debt servicing problems among the developing aid
receiving countries along with specific debt relief measures granted by
the United States to these countries. It also provides for summary and
detailed reports dealing with the impact of debt relief measures upon
the availability of U.S. aid resources for such countries and detailed
analysis as to the net aid flow where debt relief has been granted during
the reporting period.

In an ever-increasing number of developing countries, external
public debt has become a heavy burden on further economic growth.
The GAO has reported that, by December 1970, 80 developing
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countries had accumulated over $66 billion of external debt. At the
same time, debt service payments increased by about 18 percent,
reaching nearly $6 billion annually.

The committee believes that due to this growing importance of the
developing countries’ debt service burden and the increase of debt
relief measures, Congress must be well informed with respect to the
relationship of debt-servicing problems, debt relief and economic
assistance. It should also be noted that Congress may well be required
to authorize future debt-relief arrangements to the developing coun-
tries. The report required by this provision would be a useful aid to
Congress for these purposes.

SECTION 20—ADMINISTRATIVE EXPENSES

This section amends section 637 (a) of the act relating to admini-
strative expenses by deleting the authorization of $50 million for
each of fiscal years 1972 and 1973 and inserting an authorization of

W each of fiscal years 1974 and 1975.

"~ The authotization of $53,100,000 together with unobligated funds
carried over, reimbursements, and transfers from other AID appro-
printions will provide an estimated availability of $57,875,000 for
fiscal year 1974 for administrative expenses. This sum represents
about one-third of the operating expenses of the Agency. The balance
is funded from the major program appropriations and from non-
appropriated funds available to the Agency, such as the housing
guaranty, excess property programs, and foreign currency trust funds
contributed by host countries.

SECTION 21—FAMINE AND DISASTER RELIEF AND AFRICAN
SAHEL DEVELOPMENT PROGRAM

This section amends chapter 2 of part III of the act, relating to
miscellaneous provisions, by rewriting section 639 and adding two
new sections providing assistance to African Sahel.

General authorization

Section 639 of the act was rewritten to permit the furnishing of
famine or disaster relief notwithstanding the provisions of the act
or any other law.,

Section 639 of the act provides that “no provision of this act shall be
construed to prohibit assistance to any country for famine or disaster
relief”’. The proposed amendment would change this section slightly
to permit the furnishing of such assistance notwithstanding provisions
of the act or any other law. The change is proposed to give the Presi-
dent greater flexibility in carrying out programs of famine and disaster
relief

In its present form, section 639 permits famine and disaster relief
assistance in cases in which it would otherwise be prohibited. The
section recognizes that humanitarian concerns in such cases override
the political considerations which, in some circumstances, would pre-
vent the conduct of ordinary assistance programs.

The purpose of this provision is to facilitate humanitarian activities
where normal operating procedures would unduly curtail them. Thus,
for example, the provisions of the Merchant Marine Act of 1936
requiring transportation by American-flag carriers would not apply in
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disaster situations when their use would result in delay in alleviating
the consequences of the disaster. Similarly, the new authority would
eliminate delays encountered (for instance, in Biafra and Bangladesh)
in responding swiftly and effectively to disaster situations because of
the necessity of complying with such sections of the act as 636(i),
relating to vehicle procurement and section 604, establishing rules
applicable to ordinary procurement activities.

Statutory requirements and regulations would, of course, continue
to apply to ordinary economic assistance furnished under the act,
and the new authority would be utilized only when assistance was
being provided in famine or disaster situations and compliance would
interfere with prompt and adequate administrative response.

African Sahel famine and disaster relief

Section 639A(a) would affirm Congress’ support for the U.S.
Government response in providing famine and disaster relief assistance
to the Sahelian nations of Africa.

Section 639A(b) authorizes the appropriation of $30 million to
remain available until expended, for emergency and recovery needs -
of the drought-stricken Sahelian nations.

The $30 million authorized by this amendment is the initial esti-
mate of needs for relief, rehabilitation, and related assistance. Any
additional appropriated funds subsequently needed for these purposes
would be requested under the disaster relief authorization provided
by section 11(b) of this bill as an amendment to section 451(a) of the
act.

During the past & yvears, the drought in the Sahel region has become
increasingly severe. The sub-Sahara African countries most affected
are Chad, Mali, Mauritania, Niger, Upper Volta, and Senegal. About
25 million people, mostly nomads and migrants, live in these six
countries. An estimated one-third of them are suffering from hunger
and malnutrition, and millions of cattle, goats, and sheep have already
died of thirst and starvation.

The United States and other international donors have been focusing
on the immediate short-term assistance to the affected areas over
the past year. Assistance by the United States up to the end of
July 1973 totals about $24 million, $21 million of which was in the
form of delivered food grains.

The committee believes, however, that this is an appropriate time
for the United States and other donors to join in with the affected
countries to begin planning for the medium- and long-term recon-
struction and development of the area. This authorization will allow
the initiation of such a program.

African Sahel development program

Section 639B reflects the Congressional endorsement of the long-
term planning for the preservation and development of the Sahel
region in cooperation with the United Nations and other international
and regional organizations.

SECTION 22—COORDINATION

This section directs the President to establish a Development
Coordination Committee to advise him with respect to U.S. policies
and programs, bilateral as well as multilateral, affecting the develop-
ment of the low income countries.

BEST AVAILABLE COPY
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This would be a statutory body, chaired by the Administrator of
the Mutual Development and Cooperation Agency (MDCA). Its
membership would include officials of the Departments of State,
Treasury, Commerce, and Agriculture, the Executive Office of the
President, and others as designated by the President.

The committee would operate under the foreign policy guidance of
the Secretary of State.

The President would be required to report annually to the Congress
on U.S. actions affecting the development of the low-income countries,
through one of the already existing annual reports.

At the present time, U.S. policies and programs having international
economic unphcatlons are coordinated by two different bodies. One
is the National Advisory Committee on International Monetary and
Financial Policies (NAC) which was established by Executive order
and is chaired by Treasury. Its preoccupations center on international
monetary and financial issues. AID is not a member of NAC.

The other is the Council on International Economic Policy (CIEP),
in the Executive Office of the President. This Council operates under
a statute which expires June 30. AID is not a member.

Neither of these two bodies is development-oriented. While both of
them submit written annual reports, neither of those reports deal now
in a comprehensive manner with the whole range of U.S. development-
oriented activities.

The need for more effective review and coordination of U.S. develop-
ment-related undertakings is clear. These programs are conducted
under several statutes, by several departments. At times, each of them
has seemed to be going in a different direction.

AID is the only U.S. agency which is primarily concerned with
development. It (and the successor agency, MDCA) ought to glab il
more important role than it does now in coordinating these U.S. pro-
grams,

As a result of discussions with the executive branch, the committee
wishes to emphasize several points about the Development Coordina-
tion Committee:

(1) It is left to the President to determine which officials in the
executive branch should serve on the committee, in addition to the
MDCA administrator, who would chair it.

(2) The report from the President need not be a separate report but
may be included in the NAC, CIEP, or State Department annual
report, as the President shall determine.

(3) To the extent that information necessary for the report pre-
scribed in this section overlaps with material heretofore provided under
title X1 or section 6214, it may be omitted from reports required by
the latter two provisions.

Section 640C—Shipping differential

This section authorizes the use of funds made available in chapter 1
and part VI of the act to make grants to defray the freight differential
between U.S.- and foreign-flag vessels on cargoes financed under the
Mutual Development and Cooperation Act.

The purpose of the section is to encourage the use of U. S.-flag
vessels, in compliance with the 50-percent requirement of section
901(b) of the Merchant Marine Act of 1936.

The grants authorized here would cover this difference between
U.S.- and foreign-flag freight costs and would relieve the importing
country and end user of bearing this added cost.
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This provision also covers the Export Development Credit Fund
under part VI.

It dlso serves to identify that payments under the 50-50 shipping
requirement of the differential between U.S.-flag and foreign-flag
vessels do not constitute assistance to a country but are in the nature
of support for the U.S. maritime industry.

MiscELLANEOUS PRroVISIONS

SECTION 23—ANNUAL NORTH ATLANTIC TREATY ORGANIZATION
REPORT

This section amends chapter 3 of part III of this act, relating to
miscellaneous provisions by adding a new section 659 to the act,
requiring specified reports before January 15 of each year from the
Secretaries of State and Defense on expenditures by the United States
on behalf of its participation in NAT(I;.

Subsection (a) requires a report on the direct, indirect and unal-
located costs to the United States of participation in NATO for the
past, the current and the immediately following fiscal year along with
an estimate of the impact of the expenditures on United States
balance of payments after consideration for any offset arrangements.
Each such cost is required to be identified by reference to the act of
Congress that authorized and appropriated the funds.

Subsection (b) defines the meaning of the terms direct, indirect, and
unallocated costs.

Subsection (c¢) provides that all information included in the report
be public information unless it is required to be kept secret in the
interest of national defense.

The provision requiring an annual report from the Secretaries of
Defense and State on the costs of U.S. participation in the North
Atlantic Treaty Organization was suggested by a recent report of the
General Accounting Office which noted that NATO costs for the
United States were distributed in many different appropriations bills.
This circumstance makes it difficult, the GAO noted, for the Congress
and its committees to determine the total costs of U.S. participation
in NATO.

The committee believes that this provision will correct the deficiency
in information available to the Congress.

SECTION 24—INDOCHINA POSTWAR RECONSTRUCTION

This section adds & new part to the act to provide for reconstruction
of the war torn countries of Indochina. The new part contains 5
sections.

Section 801—Statement of policy

This section states that the purpose of this part of the act is to
(1) authorize immediate humanitarian relief assistance to the people of
South Vietnam, Cambodia, and Laos and (2) to assist the people of
those countries to return to a normal peacetime existence. In this
effort, U.S. bilateral assistance should focus on the sectors of food,
nutrition, health, population planning, education, and human resource
development. Such assistance should be channeled to the maximum
extent possible through the private agencies, particularly those
voluntary organizations which already have ties in the area.
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The committee rewrote the policy statement suggested by the execu-
tive branch because it was felt that future U.S. assistance in Indo-
china should emphasize humanitarian programs administered on a
people-to-people basis. The inclusion of the sectoral approach conforms
this part of the act to the precepts of the reforms in bilateral assistance
made elsewhere in the act.

Section 821—General authority

This section authorizes the President to furnish assistance for the
relief and reconstruction of South Vietnam, Cambodia, and Laos with
special emphasis on humanitarian assistance to refugees, civilian war
casualties, and other persons disadvantaged by the war. This assist-
ance may be furnished on a loan, grant, or other basis. Section 821
further stipulates that no assistance shall be furnished to South
Vietnam under this general authority unless the President receives
satisfactory assurances that such assistance or local currency generated
by such assistance will not be used for support to police or for prison
construction and administration within South Vietnam.

The committee feels that the first tasks are those of dealing with
the direct and immediate consequences of the war. The most urgent of
these is to provide temporary sustenance, food, shelter, and medical
care for refugees and other victims of the war until they can resume
normal and productive lives. Such emergency relief programs have
been going on for some years amidst the fighting. They must continue
for some time to come but now the emphasis can shift to resettlement.
There are other problems on the human side as well. Those wounded
in war, both military and civilian, need further help, as do orphans
and other children of families torn apart. Although much attention has
been given to emergency medical care during the years of war, major
medical rehabilitation, education, and training of these direct victims
of the war still require significant efforts.

In authorizing assistance for humanitarian relief and reconstruction,
the committee contemplates that a full range of assistance mechan-
isms, including project, program, and technical assistance, may be
utilized, and that such assistance may be furnished directly by the
United States or, to the maximum extent possible, through private,
regional, multilateral, or international organizations. The committee
recognizes that regional projects funded under this general authority
may have benefits for other eligible countries in Southeast Asia, as
well as for South Vietnam, Laos, and Cambodia.

By prohibiting the use of U.S. assistance for support to police and
for prison construction within South Vietnam, the committee did not
intend to forbid the continuation of training of South Vietnamese
police officials in the United States. Because the U.S.-based training
programs for foreign police officials are designed to impart modern,
humanitarian police methods, the committee feels that such training
efforts are consistent with the purposes of this act.

With regard to Cambodia, it is the committee’s intention that, for
the purpose of fulfilling the requirements of section 655(c) of the
Foreign Assistance Act, the fiscal year 1974 program figures submitted
heretofore to Congress by the executive branch for Cambodia shall
constitute a specific authorization.

Report requested on public safety program

In recent years, there has been steadily rising public concern, at
home and abroad, over the purposes and operations of the programs
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conducted by the Office of Public Safety of the Agency for Interna-
tional Development. Since the establishment of the Office of Public
Safety, there has been no high level review of the effectiveness of the
Erogram. The committee is concerned that rising criticism, whether

ased on fact or misunderstanding, and failure to properly evaluate
the public safety program at a high enough level may adversely affect
U.S. relations with other nations. It is, therefore, the committee’s
request that the President direct that a thorough review be made of
the programs of the Office of Public Safety and that, not later than six
months after the date of enactment of the Mutual Development and
Cooperation Act of 1973, the President submit to the committee a
report containing (1) recommendations concerning termination of the
public safety program administered by the Agency for International
Development and (2) suggested alternative means of achieving such
program’s objectives through other than direct bilateral U.S. Govern-
ment assistance.

Section 822—Authorization

Section 822 provides an authorization for appropriation of $632
million for fiscal year 1974. This figure does not mclude any amount
for assistance to North Vietnam. The section would also make clear
that while this part will be the principal source of funds for economic
assistance for Indochina, funds otherwise available for these purposes
may also be used. One source of such funds could be the authorities of
the Overseas Private Investment Corporation (OPIC) if and when
the extsting congressional prohibition against OPIC carrying on opera-
tions in Southeast Asia is lifted.

Fiscal year 1974 program summary

The following is a comparison of the fiscal year 1974 reconstruction

program to assistance programs for fiscal year 1972 and fiscal year

1973. In the years preceding fiscal year 1974 economic assistance for
this area was provided largely from security supporting assistance.

[1n millions of doliars]

Fiscal year Fiscal year Fiscal year
1972 1973 1974

actval estimated proposed

South Vietnam .. iiiin 385.0 313.0 475.0
Cambodia_..___.____ — 371 68.0 75.0
Laos ... _..__...._. 41.3 85,0 55.0
Regional development program. .3 2.4 9.0
Interregional support costs.._____ .- 12.3 16.3 16.9
TO0B e e e e e e Y 484,7 630.9

The committee hopes that an effective cease-fire can be achieved
throughout Indochina which will bring a long and bitter chapter
to a close. The peoples of Indochina can then turn toward reconstruc-
tion and peaceful development of their countries. While the cease-fire
is not yet fully effective and peace is not fully in hand, economic
assistance from the United States is an essential component in the
successful transition from war to peace. Therefore the committee
has approved the full request of the administration for funds to
begin humanitarian rehabilitation programs and related development
activities.
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Vietnam

Within the context of the statement of policy and the general
authority set forth in this part of the Act, the committee envisions
the goals of U.S. assistance to South Vietnam as follows:

To assist the Government of Vietnam in caring for refugees
and other war victims, including help in resettling these people
in their former villages or in other areas where they can make
a living ;

To assist the Vietnamese in reconstructing vital public and
private facilities destroyed in the course of the war;

To help Vietnam develop its economy in a manner which will
lead to eventual economic self-sufficiency; and

To help provide sufficient imported resources to sustain the
people and the economy cf Vietnam at a reasonable level during
the transition from war to peace.

In pursuit of those goals, the executive branch has programed the
following sums for fiscal year 1974 as compared to the sums provided
in fiscal years 1972 and 1973.

PROGRAM SUMMARY
[In millions of dollars]

Fiscal Yge]a; Fiscal Y;% Fiscal Y:ﬁ

actual estimated proposed

Humanitarian assistance._ . ... . . oiiaiceceicoiiil . 5 85.0
Reconstruction-rehabititation.. _ . 50.0
Development. . .._____________ 48.0
Commercial import program____ 275.0
Technical support_ . . iiieais . . 17.0
17 | S . . 475.0

Cambodia

Seventy-five million dollars of assistance is programed to enable
Cambodia to cope with the serious economic and social dislocations
caused by the war while continuing its resistance against the I{hmer
communist insurgents supported by North Vietnamese troops.

Commodity import program.—The principal part of the pro-
gramed funds ($46.7 million) will be required for financing essential
private sector imports. This import level, including such goods as
fertilizer, machinery spare parts, chemical and steel raw material, and
foodstuffs, is the minimum necessary to maintain the Cambodian
people’s already low standard of living. After a cease-fire and a return
to relative security, the import composition will shift more toward
capital equipment to help restore prewar industrial capacity. Esti-
mated obligations for the commodity import program in fiscal year
1973 are $45 million,

Multilateral stabilization program.—Another important pro-
gram needed to finance imports of commodities and services not avail-
able from U.S. sources is the multilateral stabilization fund for which
$18.3 million is programed.

Under the auspices of the IMF, a multilateral Exchange Support
Fund is in its second year of operation. The fund provides support to
stabilize the Khmer economy. The fund finances (a) commodities for
which Cambodian reserves and earnings are insufficient, and (b) serv-
ices and commodities required in connection with capital projects or
technical assistance. The fund’s resources are used in accordance with
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rules and procedures established by representatives of the multilateral
membership.

At a November 1972 review with other donors and Cambodia for
the calendar year 1973, the United States repeated its previous year’s
intention (subject to authorization and appropriation of funds by
Congress) to match the contributions of others. The U.S. contribution
for calendar year 1973 is planned to be $17.5 million, or half of the
estimated total of about $35 million. Qther contributions are estimated
as follows: Japan, $7 million; Australia, $1 million; United Kingdom,
$490,000; Thailand, $250,000; New Zealand, $10,000; and Malaysia,
$10,000. The Cambodians will put $8.7 million into the fund, includ-
ing proceeds of a special IMF drawing.

Laos

The cease-fire agreement of February 21, 1973, has provided the
basis for the establishment of an economic program directed toward
rehabilitation, recorstruction, and development in Laos.

Although the terms of the T.ao accord have not vet been fu'ly
realized, the level of fighting there is the lowest in Indochina.

Given a modicum of political stability in Laos, the U.S. economic
aid program can be redirected from support for a war effort to support
of the peace. The pernmianent resettlement of refugees is an urgent
requirement. Reconstruction of facilities damaged by the war must be
undertaken. Greater emphasis can be placed on long term develop-
ment leading to eventual economic self-sufficiency. Tt will also be
necessary to continue the economic stabilization program, but the
eventual demobilization of Lao troops should lead to the gradual
reduction of the amount of outside aid necessary for this purpose.

With these encouraging developments in mind, the executive
branch has proposed the following level of funding for programs in
Laos for fiscal year 1974 as compared to the sums provided in the two

previous fiscal years.
PROGRAM SUMMARY

{In millions of dollars|

Fiscal {ear Fiscal year Fiscal Year
972 1973 974

actual estimated proposed

Humanitarian assistance_........_......_..... T, e me e . 18.4
Reconstruction - . 29.1 28.9 59
Development_ .. ______.__ 125
Stabilization, __ ... ..ol ool ioe._. R 18,2 16.1 18 2
oAl il 47.3 45.0 55.0

Section 823—Center for Plastic and Reconstructive Surgery in
Saigon

A new section 823 is added to the act which earmarks $712,000 of
funds authorized for Indochina postwar reconstruction for assistance
to the Center for Plastic and Reconstructive Surgery in Saigon,
Republic of Vietnam.

This 1s a well-known and highly competent plastic surgery facility
with the dual purpose of treating and rehabilitating disfigured Viet-
namese children while training Vietnamese doctors in plastic surgery.
It is the only facility of its kind in that country.

Founded by Americans and staffed by doctors and nurses of several
nations, the Center has received assistance in the past through the
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Agency for International Development, but the AID contribution has
been reduced in recent years.

During committee hearings on the bill, Dr. Arthur J. Barsky, pro-
fessor of plastic surgery at the Albert Einstein School of Medicine,
New York, and a cofounder of the Center, testified in detail on the
work of this medical facility.

The committee believes that the work of the Center deserves suffi-
clent support to permit its continuation and expansion. The $712,000
will assist in the financing of a third floor addition to the facility which
will provide expanded care for general patients and which will be
turned into a specialied unit for the treatment of burn cases as
Vietnamese staffing becomes available. Both the Center and the
proposed burns unit have the active support of the South Vietnamese
Ministry of Health.

A similar earmarking provision was approved by both the House and
Senate in amending the Foreign Assistance Act in the 92d Congress,
but it failed to become law because a House-Senate conference could
not settle differences in the foreign aid legislation.

Section 824—Assistance to South Vietnamese children

A new section 824 is added to the act which earmarks the use of
$5 million for the specific purpose of providing assistance to children
in South Vietnam, who clearly are among the most unfortunate
victims of the war.

The funds can be used for two purposes:

First, they can provide for the establishment, expansion and
improvement of day care centers, orphanages, hostels, school feeding
programs, health and welfare programs, and training programs related
to such programs.

Second, the funds may be used to facilitate the adoption by Ameri-
can citizens of orphaned and abandoned children in South Vietnam,
especially those fathered by Americans. Of the funds available under
the provision, however, not more than 10 percent may be used for
adoption assistance.

The committee believes that this form of assistance is a particularly
appropriate expression of our Nation’s compassion and concern for
the thousands of war-disadvantaged Vietnamese children.

SECTION 25—EXPORT DEVELOPMENT CREDIT FUND

Section 25(a)—Establishment of Export Development Credit
Fund

Section 25(a) adds a new part to the act (sections 901-909), creating
a facility for the purpose of increasing U.S. exports which can advance
the development of 1 billion people who live in the lowest income
countries of Asia, Africa, and Latin America.

The proposed fund would utilize repayments from outstanding de-
velopment loans to subsidize the interest rates on export credits to
the poorer of the developing countries, thereby aiding U.S. exports
and enabling low-income countries to purchase American goods and
services needed for their development.

If an average of $1 billion per year in U.S. exports were facilitated
by the Fund, recent experience with the job-creating effects of the
Export-Import Bank’s regular operations suggests that an estimated
additional 80,000 jobs would be created for U.S. workers. The Export-
Import Bank calculates that each additional $12,500 of exports creates
one U.S. job.

98-438 O - 73 -5
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The committee anticipates that to the fullest extent possible sup-
plier credits under the Export Development Credit Fund will be sub-
stituted for development lending as a means of providing needed
products to developing countries and introducing American goods to
their markets.

Background

U.S. exports to developing countries as a whole have been rising
rapidly in recent years. These exports have increased by some 48
percent in the past 5 years, and their volume of $16.3 billion in 1972
nearly equaled the total of U.S. exports to the recently enlarged
European Community (including the United Kingdom) and Japan.

However, U.S. exports have been declining to the 60 percent of the
people living in the category of the lowest income countries (those
with per capita GNP below $200 per year), both in absolute volume
of sales and as a share of that market.

U.S. sales to the latter market depend upon U.S. Government
financial support for about three-quarters of their financing, as
contrasted with the two-fifths support provided to sales to the develop-
ing countries with per capita incomes above $200. Government financ-
ing for sales to the lowest income countries with their limited near
term repayment capacity consists largely of development loans, other
%id nzi(nd Public Law 480. Only 9 percent comes from the Export-Import

ank.

By contrast, Government financing of sales to the rapidly growing
market in countries above the $200 annual per capita income level
consists chiefly of Export-Import Bank support.

As noted in the following chart, the Bank during fiscal year 1972
authorized credits to the poorest countries which amounted to only
10 cents per capita. By contrast, its per capita credits to the ‘“‘emer-
gent”’ countries was $12.27, Whlle to poor countries ($200-$375 annual
per capita income) it was only $1.55.

CONTEXT OF U.S. EXPORTS

Rich above Emergent Poor Poorest
Countries: GNP per capita, 19701 $1,000 $1, 000 to 500 $500 to 200 below $200
Total population (million)!__ 813.5 182.6 536.4 1,941.2
(Of which Communist)__ 31.7) (31.0) 1.3) 5871. 1)
1970 GNP (billiens)! $1,706.7 $134.5 $1%. 5 239. 3
(Of which Communist).. .. (572.7) (26.7) “(’ 6) 128, 7;
1972 U.S. exports (bllhons) $35.2(%$29. 4) $6.1($5.2) $7.0(%6.2) (sl 8
As percent of importer GN| 3.0 5.6 4.6
As percent of importer trade 16.2 25.2 25.6 14 8
U.S. Government, fiscal year 1972 commitments (bllhons)_ $1.9 $0.9 $3.2 $1.3
As percent of calendar year 1972 U.S. exportss_____. . _ 5.5 14.2 46.0 81.8
Sources of commitments:
Exnrnbank Ioans and medlurn terrn guarantees..____ 1,840 776 1, 840 116
D (i 1) T 50 50 905 695
Pubhc Law 480 . o oo 55 46 490 524
Eximbank authorizations (per capita), fiscal year
L 7 $12.27 $1.55 $0.10
LIBRD Atlas.

11971 U.S. exports in brackets.

3 Excluding Communist countries.

4 Excluding areas not covered by IMF statistics.

3 U.S. Government commitments in fiscal year 1972 were only partially disbursed during calendar year 1972, but this
table serves as a crude indicator of the degree of relationship between U.S. Government financing commitments and U.S,
exports. The percentage figure is somewhat overstated since actual disbursements for exports will be less because these
commitment figures include technical services, and actual disbursements frequently fall some degree below the commit-
ment amounts.

Note: U.S. exports to the lowest income countries depend heavily on U.S. Government financing. Most of that financing
is through Public Law 480 and AID; very little is by the Export-lmport Bank. However the latter is the largest financer
of exports to countries in each of the 3 income groups above the lowest.
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U.S. exporters are at a growing disadvantage in the market of
lowest-income countries since U.S. commodity-tied development loans
are declining, and these countries do not have the servicing capacit
for a substantial volume of loans on standard Export-Import Ban
terms. In many cases, lack of financing on competitive terms, rather
than price or quality, explains U.S. inability to compete for this
market.

This market of about 1 billion people (excluding Communist areas),
whose GNP has been increasing at approximately 5 percent annually,
is important at present and promises to grow more important in the
future. Europe and Japan apparently believe this and offer vigorous
and steadily increasing government financing programs which help
develop their markets in these countries.

If the United States wants to avoid further losses and increase its
share in this market, there will have to be increased Government
financing on terms that compete. Such financing also can advance the
development of low-income countries and thereby lead to their further
expansion as markets for U.S. exports. The committee intends that
most export credits would be on somewhat harder terms than those
provided for in section 201 of the act but still appropriate to the
developing country’s repayment capacity.

The rapid expansion of U.S. exports in the past 10 years to such
countries as Mexico, Brazil, Korea, and Taiwan illustrates the poten-
tial for increased U.S. exports on commercial terms as those countries
pr({%ress.

.S. exports to Taiwan have increased from approximately $100
million in 1960, 90 percent of which were U.S. aid-financed, to a
level of over $800 million in 1972, very little of which was financed
by U.S. credits on concessional terms.

U.S. EXPORTS TO TAIWAN, 1968-71

[In millions of dollars]

Commodity 19711 1970 1969 1968
Food and tive animals 30.6 36.5 24.8 29.6
Beverages and tobacco_ ... .. .. 10.1 9.0 9.0 6.2
Crude materials, inedible, except fuel . 1141.6 101.1 82.5 89.1
Mineral fuels, lubricants, and related materials_ 2.2 2.4 2.2 2.1
Animal and vegetable oils and fats____________ 4.5 58 3.2 3.3
Chemicals.._____._ . ... ____.___________ - 25.2 29.1 19.7 19.6
Manufactured goods classified chiefly by material _._._._ 25.3 25.8 15.8 17.4
Machinery and transport equipment__._ .. _.__._..__._ 59.0 122.0 151.3 113.2
Miscellaneous manufactured articles._.____.________.__ 13.1 12.0 10.6 .91
Commodities and transactions, not classified, according
to kind_ .. 1.8 2.5 2.5 2.7

1 $60,800,000 soya beans; $53,200,000 raw cotton.
Source: OECD ‘'Foreign Trade Statistics,””

Section-by-section explanation:

Section 901 (General Authority) establishes a fund, to be known
as the “United States Export Development Credit Fund”. It author-
izes the President to extend credit on terms not easier than the mini-
mum terms specified by law for development lending under part I of
the act to facilitate the sale of U.S. goods and services of a develop-
mental character to the lowest income countries. It provides that the
fund shall be treated in the same fashion as the Export-Import Bank
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for purposes of exclusion from budget totals and exemption from
expenditure and outlay limitations, including requirements for trans-
mission of an annual budget and an annual report to the Congress.

Section 902 (Financing). In this respect, the fund would follow the
Export-Import Bank pattern. Ex-Im is financed outside the budget,
primarily through use of borrowing authority, and covers the modest
interest differential between the rate at which it borrows and the lower
(currently 6 percent) rate at which it lends through income from its
capital, currently approximately $2.5 billion. The fund’s operations,
to the extent that they would involve use of borrowing authority,
would also be financed outside the cash budget of the United States.
Both the borrowing of the fund and the availability of repayments on
past aid loans would be subject to the annual appropriation process.

The proposed bill provides that the fund may only be used to finance
goods that advance development objectives of the assisted countries.
Care would be required to prevent low-utility exports from being
financed. The fund should have a flexible commodity eligibility test,
designed to make certain that its exports support development in the
importing country. Beyond that, there may be good reason for the
fund to verify that the import and investment policies of the importing
country are such that fund-financed exports to that country have a
reasonable prospect of being constructively used. Such tests should not
lessen the fund’s usefulness as a promoter of U.S. exports, since the
range of U.S. goods and services helpful to development is very broad
and can range from capital goods to individual raw materials and
fertilizer.

In order to take these development considerations into account, the
fund should have some expertise in the development business. In that
connection, the Advisory Committee established by this bill should
prove valuable, for wherever the President might locate the fund
administratively, the committee would insure that the extensive de-
velopment experience accumulated by the U.S. Government was
brought to bear on its decisions.

Further, development in this context does not mean industrial
development through exporting to the United States or competing
with U.S. exports. '%he provisions of sections 201 and 211 dealing with
possible adverse effects on the U.S. economy, with special reference to
areas of substantial labor surplus, and on the U.S. balance-of-payments
position, would apply to the fund. The fund shall not be used to dis-
place production of, or use of, modern equipment and facilities in the
United States.

The bill provides that countries with less than $375 per capita annual
GNP are to be the main recipients of the fund. Particular emphasis,
the committee believes, should be given to the poorest countries, those
with a per capita national product less than $200 annually.

Although per capita GNP is the best measure we have of poverty,
it is not a perfect measure. For that reason, the fund should be admin-
istered with some flexibility to take account of all relevant factors,
including ability to pay, poverty, and the need for a subsidy to support
U.S. exports. It seems clear, however, that the need and the opportun-
ity for the fund is greatest, though not exclusively, in the category of
countries with the lowest incomes.

This section authorizes the President, as may be provided in appro-
priation acts, to borrow up to one-fourth (currently $5 billion) of
Export-Import Bank loan, guaranty, and insurance authority, during
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the period from the enactment of this legislation through December 31,
1977, to be used (except for $500 million of reserves) for the purposes of
the fund.

Any difference between the interest the borrowers are to pay to the
Fund on export credits extended (at low rates of interest) and the
interest the Fund pays on the funds it borrows (at higher rates of
interest) ; which constitutes an “interest subsidy,” would be paid from
dollar receipts from loans made under foreign assistance legislation.

These repayments on past aid loans are rising (and will peak at
$613 million in 1981 if AID were to make no further development
loans) and will average almost $400 million per year over the next
4 years.

Of these amounts, an annual average of about $63 million will be
available over the next few years from receipts which now go into
general receipts of the Treasury, and about $260 million is, under
present law, available for AID loans.

Thus receipts would be sufficient to pay the interest subsidy for 4
vears of operations at the rate of $1 billion of new credits per year
while still leaving nearly $300 million per year for development assist-
ance under the proposed new Mutual Development and Cooperation
Act.

Four years would provide ample experience to judge whether the
Fund should continue to make new loans.

Receipts from loans made by the Fund, if not needed to pay interest
or repay the principal on the Fund’s obligations, may be reused for
the purposes of the Fund, and all deobligated funds may be reobligated
for the purposes of the Fund.

Section 903 (Lending Ceiling and Termination) places a lending
ceiling on the principal amount of loans by the Fund outstanding at
any one time amounting to one-fourth (currently $5 billion) of the
Export-Import Bank loan, guaranty, and insurance ceiling, and
authorizes the Fund to operate until December 31, 1977.

Section 904 (Reports to the Congress) requires a detailed report on
the operations of the Fund to be transmitted to the Congress semi-
annually.

Section 905 (Administration of Fund) requires the President to
establish an advisory committee including the Secretaries of Com-
merce, Treasury, and State; the President of the Export-Import Bank;
and the Administrator of the Mutual Development and Cooperation
Agency.

gThisy Fund could be administered in a variety of ways; e.g., by the
Export-Import Bank, the Department of Commerce, as an inde-
pendent fund, or by MDCA. The final decision is left to the President.
As has been done with reasonable success for Public Law 480, it would
be closely coordinated with interested Government agencies through
the Advisory Committee provided for in the bill.

Section 906 (Provision for Losses) reserves 10 percent ($500 million)
of the Fund’s borrowing authority to cover losses and provides that
receipts from loans made under foreign assistance legislation may also
be used for that purpose. Any amounts borrowed from the reserve
would eventually have to be repaid, and foreign assistance receipts
could be used for that purpose. Losses may include loans written off or
payments suspended or deferred, or the interest payments required
to service funds borrowed in the amount of the loans written off or
payments suspended or deferred.
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The experience with loans to the poorest countries over the past 20
years suggests that they can and will repay their debts but occasionally
need to reschedule repayments when the terms of their debt are too
hard. In fact, so-called “bad debts” do not normally result from
inability to repay but from an internal political change. For example,
two defaults on the books of the Export-Import Bank have resulted
from the change of governments in China and Cuba.

Since the Fund will extend terms more commensurate with their
ability to pay, and for goods and services of a developmental character
which strengthen the borrowers’ economies, there should be fewer
problems of need for debt relief than if these credits were not available
or if they were available only on harder terms.

However, there may be cases where rescheduling is necessary.
Rescheduling means the Fund will lose income in the year when
rescheduling gives debt relief. Therefore, provision must be made for
the Fund to handle such losses. It is proposed that in the event of such
income loss, the repayments on previous aid loans be used to cover
the losses. In addition it is proposed that a reserve for bad debts be
established which would consist of 10 percent of the Fund’s au-
thorization to borrow.

Section 907 (Export-Import Bank Powers) provides that this part
does not limit the powers of the Export-Import Bank.

Section 908 (Prohibition on Loans for Defense Articles or Services)
prohibits use of the Fund in connection with the sale of defense articles
or services and provides that this prohibition may not be waived.

Section 909 (Definitions) defines ‘‘lowest income countries’’ as the
poorer developing countries with special reference to countries where
national product per capita is under $375 a year.

Section 25(b)(1)—Exclusions from prohibitions on assistance

This section amends section 638 of the act, relating to assistance
under other legislation, by adding part VI of the act which establishes
the Export Development Credit Fund to legislation now excluded
from certain restrictions of the act.

Other acts presently excluded from the prohibition against giving
assistance are: the Peace Corps Act, as amended ; the Mutual Educa-
tional and Cultural Exchange Act of 1961, as amended (Hays-Ful-
bright); and the Export-Import Bank Act of 1945, as amended.

Section 25(b)(2)~—Inspector General, Foreign Assistance

Section 624(d)(5) currently holds the Inspector General responsible
for reviewing and inspecting all activities being conducted by AID,
assistance under the Latin American Development Act, Peace Corps,
military assistance program, OPIC, and Public Law 480.

This section would add the Export Development Credit Fund
established in this bill to the Inspector General's responsibility.

SECTION 26—MEANING OF REFERENCES

This section assures that the change of the title of the act to “Mu-
tual Development and Cooperation Act of 1973”’ and of the name of
the administering agency to ‘Mutual Development and Cooperation
Agency”’ will not affect existing or future references to either.
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SECTION 27—FOREIGN MILITARY SALES

Section 27 amends the Foreign Military Sales Act.

. l'll'he major objectives of the fiscal year 1974 amendments are as
ollows:

(1)I To repeal provision of the law relating to the seizure of fishing
vessels;

(2) To extend the repayment period for credit purchases from 10 to
20 years;

(3) To eliminate the requirement that guarantees be issued only to
financial institutions doing business in the United States when banks
in the United States are unable to provide fully for such financing;

(4) To permit the sale of promissory notes generated by previous
direct credits extended by the Department of Defense without charge
to current appropriations or current aggregate ceiling;

(5) To permit part of the funds generated by the sale of such prom-
issory notes to be used to satisfy the requirements of section 24(c)
that 25 percent of the face value of the credit transaction be set aside
in a guarantee reserve with respect to the sale and guarantee of such
promissory notes;

(6) To authorize the appropriation of $450 million to finance the
foreign military credit program;

(7) To establish an aggregate ceiling of $760 million on the total
amount of foreign military sales credits and guaranties that can be
made1 in fiscal year 1974. Of this amount $300 million is earmarked for
Israel;

(8) To increase the regional ceiling on credits and guaranties for
sales of defense articles and services to Liatin American countries from
$100 million to $150 million in any year and to exclude cash sales from
counting against the regional ceiling for Latin America and African
countries. The ceiling for military assistance, including credits and
guaranties for sales to African countries, would remain at $40 million
per year;

(9) To remove the reporting requirement of the provisions of
section 36(a) of the Foreign Military Sales Act which require semi-
annual reports on the export of defense articles on the U.S. Munitions
List;

(10) To bring the terms of the Foreign Military Sales Act into
conformity with the amendments made by this bill; and

(11) To prohibit the sale or grant of sophisticated weapons, in-
cluding sophisticated aircraft, to any foreign country that has trans-
ferred U.S.-furnished defense articles to a third country without
prior approval of the President.

Subsection (a)(1)—Seizure of U.S. fishing vessels

This section deletes subsection (b) in section 3 of chapter 1 of the
Foreign Military Sales Act which stipulates that “no sales; credits, or
guaranties shall be made or extended under this Act to any country
during a period of one year after such country seizes, or takes into
custody, or fines an American fishing vessel for engaging in fishing
more than twelve miles from the coast of that country.”

The committee’s decision to repeal this provision of the Foreign
Military Sales Act is based on the reasons and evidence set forth in
section 17{(c) of the report relating to the repeal of section 620(o) of
the Foreign Assistance Act.
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Subsection (a)(2)—Eligibility for sophisticated weapons

This subsection amends section 505(a) of the Mutual Development
and Cooperation Act of 1973 and any other provisions of law, relating
to eligibility to receive defense articles from the United States.
Specifically, the amendment provides that no sophisticated weapons,
including sophisticated jet aircraft or spare parts and associated
ground equipment for such aircraft, shall be furnished under this or
any other act to any foreign country on or after the date that the
President determines that such country has violated any agreement
it has made in accordance with paragraph (2) of subsection (a) of
this section or section 505(a) of the Mutual Development and Co-
operation Act of 1973 or any other provision of law requiring similar
agreements. The prohibition contained in the preceding sentence shall
not apply on or after the date that the President determines that
such violation has been corrected and such agreement complied with.

The purpose of this amendment is to strengthen the transfer
restrictions in existing law and to help assure that sophisticated
weapons, including jet aircraft that might be sold to any Persian
Gulf country will not be transferred to any other country. At the first
evidence of such a transfer, the flow of sophisticated weapons and
spare parts from the United States would be immediately terminated
until the country involved has given assurances to the President that
such violations will not reoccur and that the weapons have been
returned to the country violating the agreement.

Subsection (b)—Credit terms

This subsection amends section 23 of the Foreign Military Sales
Act, which deals with credit financing of sales of defense articles and
services, by extending from 10 to 20 years the length of time for which
credit may be extended. The extension of the credit repayment period
will permit the U.S. Government added flexibility when justified by
the national interest to help facilitate the transitioning of economically
less developed countries from grant assistance to credit financing. By
increasing the repayment terms to 20 years, countries will be able to
finance more of their own security programs and to depend less upon
the United States.

Subsection (c)—Guaranties
This subsection amends section 24(a) of the Foreign Military Sales
Act by eliminating the requirements that guaranties be issued only
to financial institutions doing business in the United States. The
change will permit the utilization of overseas sources of financing
military exports at times when banks in the United States are unable
to provide fully for such financing.

Subsection (d)—Charges against the ceiling

Subsection d(1) amends section 24(c) of the Foreign Military Sales
Act in two respects. The purpose of these amendments is to permit
the sale of promissory notes generated by credit extended under section
23 of the Foreign Military Sales Act without additional charge against
current appropriations or the current program ceiling as is now
required.

The Foreign Military Sales Act as presently written requires that
the face value of any sales made in any one fiscal year shall count
against both the appropriation and the aggregate ceiling for that year.
If that promissory note is sold in a succeeding fiscal year to a private
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financial institution with a Department of Defense guaranty, the
transaction also counts against the appropriation and aggregate ceiling
for that year as well. Thus, if a promissory note were accepted in 1972,
it would count against the aggregate ceiling and the appropriation for
that year. If this note were sold to a private financial institution in
1973 with a DOD guaranty, it would also count against the aggregate
ceiling and the appropriation for credit sales for 1973 as well. Because
of this situation the U.S. Government has not sold any promissory
notes with a guaranty since the Foreign Military Sales Act became
law in 1968. The Department of Defense currently holds $1,126
million in promissory notes from previous credit transactions.

These changes are intended to facilitate the Treasury Department’s
debt management functions and would not increase the amount of the
foreign military sales credit program.

Subsection (d)(2) 1s related to amendments contained in subsections
), (&)(2), (h)(2), and (1)(3) of this section of the bill. These amend-
ments clarify the computation of the 25 percent guaranty reserve
established ’f‘;y section 24(c) of the Foreign Military Sales Act in
conformity with the practice of the Export-Import Bank.

Heretofore, in contrast with the practice of the Export-Import
Bank, the Department of Defense has counted both the principal
amount of the guaranteed loan and the interest against the aggregate
program ceiling. The provisions of this subsection will enable the
Department of Defense to exclude guaranties for interest repayment
from counting against the aggregate ceiling. The amendments specify
that the principal amount of the loan guaranteed will be charged
against the program ceiling and that 25 percent of that principal
amount will be charged against the current appropriation for the
guaranty reserve.

Subsection (e)—Authorization
This subsection amends section 31(a) of the Foreign Military Sales
Act by authorizing the appropriation of $450 million for fiscal year
1974 to carry out the purposes of the act. This amount compares
with an appropriation of $400 million in 1973 pursuant to continuing
_ resolution authority.

FOREIGN MILITARY CREDIT SALES—SUMMARY

[In thousands of dollars)

Fiscal year Fiscal year Fiscal year
1972 1973 1974

71,550 79, 400 127,000
385, 000 395, 500 465, 000
""""" 21,7007 16,1000 718,000
61,750 59, 000 150, 000

Total obligational authory_ - .-o. .- oooeemeemaaeaoans 550,000 550, 000 760,000
Private NNCING. .- oo oooooooe oo iiiainn 220500  —200,000 —313, 300
DOD financed. - .o oo e 329,500 350, 000 45, 700
Guaranty of private inanGIRg. - -- - ooooo ool 55, 100 50, 000 78,300
LaPSBO. o e e e mmemmamnan 15,400 o iieaean
New obligational authority_ _ . ___ .. ... 400, 000 400, 000 525,000

The executive branch requested an authorization of $525 million
for fiscal year 1974. The committee reduced this amount by $75 million.
With the amendments dealing with the guaranty of private financing
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and the authority to draw upon the funds that are available in over-
seas branch of domestically based U.S. banks contained elsewhere in
this section, the Department of Defense should be able to obtain
additional private financing thus reducing the requirement for the
larger appropriation.
Subsection (f)—Aggregate ceiling

This subsection amends section 31(b) of the Foreign Military Sales
Act by raising the foreign military sales credit ceiling from $550
million for fiscal year 1972 to $760 mullion for fiscal year 1974, of which
$300 million is earmarked for Israel. The purpose of this ceiling is to
place a limitation on the total amount of sales of defense articles
and services that can be financed during the fiscal year from U.S.
Government credits either directly or with a guaranty. Details of the
fiscal year 1974 credit and guaranty program are as follows:

FOREIGN MILITARY CREDIT SALES
[In thousands of dollars]

Fiscal ysar—
1972 1973 1974
East Asia and Pacific:

Republic of China 46, 000 45, 200 65, 000
Korea__.____..... R 17,000 24, 200 25,000
Malaysia._ .. 8,550 10, 000 19, 000
Philippines__ _ . e e mem—m—an 3,000
Thailand_...._. . e —ean 15, 000

Latin America:

Argentina_______ . 15, 0600 11, 500 22, 500
Botivia_.____._. N 4,000
J . 20, 000 15, 000 56, 000

...... , 000 12, 400 10, 000

____________ 7,250 10, 000 15, 000
________________________________________ 500

Guatemala_ _ _ 2, 600 2,000
Honduras_ _ 500
Mexico 2, 500
. 20, 000

.- 2,000

I - . 7, 500 15, 000

Total il 61, 750 59, 000 150, 000
Worldwide total __._..____ . ______ .. 550, C00 550, 000 760, 000

The committee did not reduce the aggregate ceiling. The Congress
desires and the executive branch is trying to move military assistance
programs from grant aid to sales. To reduce the ceiling would not be
consistent with those objectives.



67

This section also makes technical amendments to section 31(b)
which are explained above in the analysis of subsection (d).

Subsection (g)—Latin American ceiling

Subsection (g)(1) amends section 33(a) of the Foreign Military
Sales Act by removing cash sales from the ceiling on aggregate
military assistance and sales to Latin America. The committee believes
that limitations on the furnishing of military assistance and credit
should not be applied to cash transactions.

Subsection (g)(2) makes technical amendments to section 33(a)
of the Foreign Military Sales Act to bring it into conformity with
the amendments explained above in the analysis of subsection (d)
relating to the disposition and accounting for the sale of and guarantee
of promissory notes.

Subsection (g)(3) amends section 33(a) of the Foreign Military
Sales Act by raising the ceiling of the total amount of military assist-
ance and sales to Latin America from $100 million to $150 million
annually.

This change is designed to enable the United States to be more
responsive to legitimate requests, originating in Latin America, for
conventional military hardware and spare parts.

Latin America spends less than 3 percent of its gross national
product for military purposes. A significant portion of the military
equipment owned by the Latin American countries is either worn or
obsolete and in need of replacement. In recent years the United
States has provided only a small share of replacement military equip-
ment required and purchased abroad by the Latin American govern-
ments. In the opinion of the executive branch, the proposed change is
consistent with the maintenance of friendly relations with the other
nations of this hemisphere. The committee finds the $150 million
ceiling reasonable.

Subsection (h)—African ceiling

Subsection (h)(1) amends section 33(b) of the Foreign Military
Sales Act by removing cash sales from the ceiling on aggregate military
assistance and sales to African countries. There is no increase in the
aggregate ceiling.

Subsection (h)(2) makes technical amendments in section 33(b)
to bring it into conformity with amendments pertaining to guaranties
explained above in the analysis of subsection (c).

Subsection (i)—Waiver of regional ceilings

This subsection amends section 33(c) of the Foreign Military Sales
Act relating to waiver of the regional ceilings to bring 1t into conformity
with subsections (d), (g) (1) and (2) (relating to guaranties), and (h)
(relating to the exclusion of cash sales from the regional ceilings for
Latin America and Africa) of this section of the bill.

Subsection (j)—Annual reports

This subsection repeals section 36(a) of the Foreign Military Sales
Act, which requires the Secretary of State to submit semiannual
reports to the Congress of exports of significant defense articles on the
U.S. munitions list. Section 657 of the act, which was enacted in
1972 in Public Law 92-226, now requires the submission of annual
reports containing all of the information included in the reports pre-~
viously submitted under section 36(a) of the Foreign Military Sales
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Act. The committee fully expects that future reports submitted in
compliance with section 657 of the act will include, but not be limited.
to, full information as to the particular defense article exported, the
particular recipient or purchaser, the terms of the export, including its
selling price, if any, and such other information as may be appropriate
to enable the Congress to evaluate the distribution of U.S. defense
articles abroad.

Subsection (k)—Deposit in guaranty reserve

This subsection amends section 37(b) of the Foreign Military Sales
Act to permit part of the funds generated by the sale of promissory
notes to be used to satisfy the requirements of section 24(c) that 25
percent of the face value of all credit transactions be set aside as a
guaranty of repayment. Therefore, instead of taking the 25 percent
reserve from current appropriations, the reserve guaranty for the
promissory notes being sold would be taken from the proceeds of the
sale of those notes.

This change is related to the amendments made by subsection (d)(1)
and its purpose and effect are explained in the analysis of that sub-
section.

SECTION 28—FISHERMEN’S PROTECTIVE ACT OF 1967

This section repeals section 5 of the Fishermen’s Protective Act of
1967 which requires the Secretary of State to make and collect claims
against a foreign country as a result of such country’s seizure of any
U.S. fishing vessel in international waters. Section 5 of that act further
requires that in the event that such country should refuse to pay in
full any such claim, the Secretary of State shall transfer an amount
equal to the unpaid portion of such claim from funds appropriated
for assistance to such country to the Fishermen’s Protective Fund.

The committee’s action in repealing this provision of the Fisher-
men’s Protective Act is based on the reasons and evidence set forth
in section 17(c) of the report relating to the repeal of section 620(o)
of the Foreign Assistance Act.

SECTION 29—REVISION OF SOCIAL PROGRESS TRUST FUND
AGREEMENT

The aim of this section is to insure the continuing use of funds
authorized for the purposes of the Latin American Development Act
of 1960 for social development in the Western Hemisphere.

Following congressional passage and funding of the Latin American
Development Act, the United States in 1961 entered into an agreement
with the Inter-American Development Bank (IDB) to administer for
the United States a Social Progress Trust Fund (SPTF). In subsequent
years the IDB loaned virtually all of the funds provided by Congress
for the purposes of the Latin American Deveﬁ)opment Act. Subse-
quently, the IDB decided to discontinue substantial use of SPTF
and, with U.S. approval, has diverted loan repayments to the IDB’s
Fund for Special Operations. While this use has permitted main-
tenance of value of the local currencies repaid under SPTF loan
agreements, the volume of local currencies flowing into the IDB is
expected to substantially exceed the Bank’s needs in the years ahead.
It is estimated that in the years 1973-82 the availability of local
currency funds from the SPTF alone will total $440 million.
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ESTIMATE OF ANNUAL FUND AVAILABILITY FOR PERIOD 1973-82

[In millions of dollars]

SPTF  Participation

principal principal Estimated
Year repayments repayment income Total
23.3 2.9 13.2 39.4
24.0 3.4 13.2 40.6
24.8 3.7 13.2 4.7
25.3 3.9 13.2 42.4
25.8 5.1 13.2 4.1
25.3 6.6 13.2 45.1
26.1 7.3 13.2 4.6
26.8 7.8 13.2 41.8
27.1 8.0 13.2 48,3
23.8 7.6 13.2 44.6
252.3 56.3 132.0 440.6
Assets of Social Progress Trust Fund, as of December 31, 1971
Millions
Loans outstanding_._ - __ . ___ . _______ . _.__ $398. 3
Dollar funds not disbursed by U.S. Government__. ____________._._.____ 18. 1
Social Progress Trust Fund holdings of U.S. Government obligations
and dollarsineash____________________________________________. 1. 4
Social Progress Trust Fund holdings of dollar participations in the Fund
for Special Operations. - .. .. e 35.0
Social Progress Trust Fund holdings of Latin American currencies_____ 19. 8
Social Progress Trust Fund holdings of Latin American currency
participations in FSO____________ R 71.2
Other assets and accrued chargeson loans_ . . ______________________ 3.4
Total - _ _ . 547. 2

The committee finds that these funds should be utilized more
directly for the social development purposes for which they were
originally intended, that they are substantially excess to the needs
of the IDB, and that use of the funds directly by the United States,
particularly through the Inter-American Foundation, can more
effectively accomplish the goal of promoting social development in
Latin America and the Caribbean.

Section 29 seeks to insure that uncommitted funds remaining
in the SPTF as well as all reflows into the SPTF be used, to the
extent feasible, to foster hemisphere social development by directing
the President to seek an amendment of the original U.S. agreement
with the IDB to provide that SPTF funds be made available periodi-
cally to:

(1) The Inter-American Foundation, established by Congress
in 1969 specifically to promote social development in Latin
America and the Caribbean and, or

(2) The Department of State for the social development
purposes of the Latin American Development Act and, or

(3) To the United States Treasury for general uses of the
Government, with the consent of the Department of State.

The section also specifically permits continuing use of some SPTF
funds by the IDB subject only to the provision that to the extent
possible the monies be used to benefit the least developed countries
belonging to the IDB.

In seeking revision of the Social Progress Trust Fund Agreement,
the committee recognizes the need for an orderly and gradual change
in the uses of SPTF funds. This section specifies that the transfer and
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use of funds should be in proportions agreed to by the United States
and the IDB. In addition, the committee recognizes the advisability
of continuing to have the IDB act as recipient for all SPTF loan
repayments.

The committee, through this section,; does not seek to exempt any
agency from the normal budget process. It is expected that the Office
of Management and Budget will coordinate the use of funds to be
transferred by the IDB. The committee intends, however, that funds
continue to be used primarily for social development. In 1969, the
committee supported establishment of the Inter-American Social
Development Institute, now known as the Inter-American Foundation,
for just such a purpose. It is the committee’s view that, to the extent
feasible; the purpcse of this section can best be accomplished by
transfer of a substantial and gradually increasing proportion of SPTF
funds to the Inter-American Foundation to be used for the purposes
for which it was established. :

While stressing the use of SPTF monies for social development pur-
poses, the committee recognizes that there may be instances in which
some of these funds might be appropriately used for the general uses
of the Government and thus has provided for the transfer of funds to
the Treasury. It is the committee’s view, however, that funds should
be used for such purposes only when they are excess to the needs of
the Inter-American Foundation, the IDB; or the Department of State.



CHANGES IN EXISTING LAW MADE BY THE BILL,
AS REPORTED

In compliance with clause 3 of Rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italics, existing
law in which no change is proposed is shown in roman):

THE FOREIGN ASSISTANCE ACT OF 1961

AN ACT To promote the foreign policy security, and general welfare of the
United States by assisting peoples of the world in their efforts toward eco-
nomic development and internal and external security and for other purposes.
Be it enacted by the Senate and House of Representatives of the United

States of America in Congress assembled. That this Act may be cited as

g‘The Foreign Assistance Act of 1961°"] the “Mutual Development and
ooperation Act”. ‘

PART 1

CuAPTER 1—PoLicy; DEVELOPMENT ASSISTANCE AUTHORIZATIONS

Sgc. 101. SHORT TiTLE.—* * * [Repealed—1963]
Sec. 102. STATEMENT oF Poricy.—(a) * * *

» * * * * * *

(b) The Congress further finds and declares that, with the help of
United States economic assistance, progress has been made in creating
a base for the peaceful advance of the less developed countries. At the
same time, the conditions which shaped the United States foreign as-
sistance program in the past have changed. While the United States
‘must continue to seek increased cooperation and mutually beneficial
relations with other nations, our relations with the less developed coun-
tries must be revised to reflect the new realities. In restructuring our
relationships with those countries, the President should place appro-
priate emphasis on the following criteria:

(1) Bilateral development aid showld concentrate increasingly on
sharing American technical expertise, farm commodities, and indus-
trial goods to meet critical development problems, and less on large-
scale capital transfers, which when made should be in association with
contributions from other industrialized countries working together in
a multilateral framework.

(2) Future United States bilateral support for development should
focus on critical problems in those functional sectors which affect the
lives of the majority of the people in the developing countries: food
production, rural development, and nutrition; population planning
and health; education, public administration, and huwman resource
development.

(1)
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(8) United States cooperation in development should be carried out
to the maximum ewvtent possible through the private sector, particu-
larly those institutions which already have ties in the developing areas,
such as educational institutions, cooperatives, credit unions, and volun-
tary agencies. )

(4) Development planning must be the responsibility of each sover-
eign country. United States assistance should be administered in a
collaborative style to support the development goals chosen by each
country recetving assistance. .

(5) United States bilateral development assistance should give the
highest priority to undertakings submitted by host governments which
directly improve the lives of the poorest majority of people and their
capacity to participate in the development of their countries.

(6) United States development assistance should continue to be
available through bilateral channels until it is clear that multilateral
channels exist which can do the job with no loss of development
momentum.

(7) Under the policy guidance of the Secretary of State, the Mutual
Development and Cooperation agency should have the responsibility
for coordinating all United States development-related activities.

Skc. 103. Foop axpo Nurrrrion.—In order to prevent starvation,
hunger, and malnutrition, and to provide basic services to the people
living in rural areas and enhance their capacity for self-help, the
President is authorized to furnish assistance, on such terms and condi-
tions as he may determine, for agriculture, rural development, and
nutrition. There are authorized to be appropriated to the President
for the purposes of this section, in addition to funds otherwise avail-
able for such purposes, $300,000,000 for each of the fiscal years 197
and 1975, which amounts are authorized to remain available wntil
expended.

Skc. 104. Popurarion PranNing aNp HEarra.—In order to increase
the opportunities and motivation for family planning, to reduce the
rate of population growth, to prevent and combat disease, and to help
provide health services for the great majority, the President is au-
thorized to furnish assistance on such terms and conditions as he may
determine, for population planning and health. There are authorized
to be appropriated to the President for the purposes of this section,
in addition to funds otherwise available for such purposes, $150,000,-
000 for each of the fiscal years 197} and 1975, which amounts are
authorized to remain available until expended.

Sec. 105. Epvcarion ANp HuMan REesouvrce DEveroryeNT.—In
order to reduce dliteracy, to extend basic education, and to increase
manpower training in skills related to development. the President is
authorized to furnish assistance on such terms and conditions as he
may determine, for education, public administration, and human re-
source development. There are authorized to be appropriated to the
President for the purposes of this section, in addition to funds other-
wise available for such purposes, $115.000.000 for each of the fiscal
years 1974 and 1975, which amounts are authorized to remain avail-
able until expended.

Skec. 106. Serecrep DrveropMeNt ProBrems.—The President is
authorized to furnish assistance on such terms and conditions as he
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may determine, to help solve economic and social development prob-
lems in fields such as transportation and power. industry, urban devel-
opment, and export development. There are authorized to be
appropriated to the President for the purposes of this section, in
addition to funds otherwise available for such purposes, $93,000,000
for each of the fiscal years 197} and 1975, which amounts are author-
ized to remain available until expended.

Sec. 107. SeLecrep CouNTriEs AND Oreanizarions.—The President
8 authorized to furnish assistance on such terms and conditions as
he may determine, in support of the gemeral economy of recipient
countries or for development programs conducted by private or tnter-
national organizations. There are authorized to be appropriated to
the President for the purposes of this section, in addition to funds
otherwise available for such purposes, $60.000,000 for each of the fiscal
years 1974 and 1975, which amounts are authorized to remain available
until expended.

Skec. 108. AppLicarion oF Exisrine Provisions.—Assistance under
this chapter shall be furnished in accordance with the provisions of
tile [. 11, VI, or X of chapter 2 of this part, and nothing in this chap-
ter shall be construed to make inapplicable the restrictions, critera,
authorities, or other provisions of this or any other Act in accordance
with which assistance furnished under this chapter would otherwise
have been provided.

Skc. 109. Transrer or Funps.—Notwithstanding the preceding sec-
tion, whenever the President determines it to be necessary for the
purposes of this chapter, not to exceed 15 per centuwm of the funds
made available for any provision of this chapter may be transferred
to, and consolidated with, the funds made available for any other pro-
vision of this chapter, and may be used for any of the purposes for
which such funds may be used, except that the total in the provision
for the benefit of which the transfer is made shall not be increased by
more than 25 per centum of the amount of funds made available for
such provision.

CHAPTER 2—DEVELOPMENT ASSISTANCE

TITLE I—DEVELOPMENT LOAN FUND

* * * * * * *

SEc. 203. FiscaL Provisions.—Dollar receipts from loans made
pursuant to this part and from loans made under [the Mutual Security
Act of 1954, as amended,] predecessor foreign assistance legislation
are authorized to be made available [for the fiscal year 1970, for the
fiscal year 1971, for the fiscal year 1972, and for the fiscal year 1973
for use for the purposes of this title, for loans under title VI, and for
the purposes of section 232.7 for the fiscal years 1974 and 1975 for
use for the purposes of chapter 1 of this part and part VI of this Act.
Such receipts and other funds made available under this section shall
remain available until expended.

* * * * * * *
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TITLE II—TECHNICAL COOPERATION AND DEVELOPMENT GRANTS

Sec. 211. GENERAL AurHORITY.—(a) * * * If the President finds
that assistance proposed to be furnished under this title would have a
substantially adverse effect upon the United States economy, or a sub-
stantial segment thereof, the assistance shall not be furnished. The
authority of this title shall not be used to furnish assistance dérectly
to more than forty countries in any fiscal year, except that up to
$600,000 may be used for self-help projects in additional countries
during such fiscal year.

* * * * * * *

SEc. 214. AMERICAN ScHoOLS AND HospPITALsS ABROAD.—* * *

* * * * * * *

L[(c) There is hereby authorized to the appropriated to the President
for the purposes of this section, for the fiscal year 1972, $30,000,000
and for the fiscal year 1973, $30,000,000, which amounts are author-
ized to remain available until expended. Amounts appropriated under
this subsection for the fiscal year 1970 shall be available for expendi-
tures solely in accordance with the allocations set forth on pages 25
and 26 of House Report No. 91-611 and on page 23 of Senate
Report No. 91-603.

(d) There is authorized to be appropriated to the President for the
urposes of section 214(b), in addition to funds otherwise available
or such purposes, for the fiscal year 1970, $3,000,000 in foreign cur-

rencies which the Secretary of the Treasury determines to be excess
to the normal requirements of the United States. Foreign currencies
appropriated under this subsection shall be available for expenditure
solely in accordance with the allocation set forth on page 23 of Senate
Report No. 91-603.]

(¢) To carry out the purposes of this section, there are authorized
to be appropriated to the President for the fiscal year 1974, 820,000,000,
and for the fiscal year 1975, 820,000,000, which amounts are authorized
to remain available until expended.

(d) There are authorized to be appropriated to the President to
carry out the purposes of this section, in addition to funds otherwise
available for such purposes, for the fiscal year 1974, $7,000,000, and for
the fiscal year 1975, 37,000,000, in foreign currencies which the Secre-
tary of the Treasury determines to be excess to the normal require-
ments of the United States.

(e) Amounts appropriated under this section shall not be used to
furnish assistance under this section in any fiscal year to more than
four institutions in the same country, and not more than one such
institution shall be a university and not more than one such institution
shall be a hospital.

* * * * * = *
TITLE III—HOUSING GUARANTIES

Sec. 221. WorLowiE HousiNG GUARANTIES.— * * * The total face
amount of guaranties issued hereunder, outstanding at any one time,
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shall not exceed [$205,000,000] $305,000,000. Such guaranties shall be
issued under the conditions set forth in section 222(b) and section 223.

* * * * * * *

Sec. 223. GENERAL PRovisioNs.— * * *

* * * * * * *®

(i) The authority of section 221 and section 222 shall continue until
June 30, [1974] 1976.

TITLE IV—OVERSEAS PRIVATE INVESTMENT CORPORATION

* * * * * * *
Sec. 233. ORGANIZATION AND MANAGEMENT.—(a) * * *

(b) Boarp oF DirecTors.— * * * The Administrator of the [[Agency
for International Development] Mutual Development and Coopera-
tion Agency shall be the Chairman of the Board, ex officio. Six Direc-
tors (other than the President of the Corporation, appointed pursuant
to subsection (c) who shall also serve as a Director) shall be appointed
by the President of the United States, by and with the advice and
consent of the Senate, and shall not be officials or employees of the
Government of the United States. * * *

* * * * * * *

Sec. 235. IssuiNg AvuTHORITY, DirEcr INVESTMENT FUND AND
REsErves.—(a) * * *

(4) The authority of section 234 (a) and (b) shall continue until
June 30, [1974] 1975.

* * * * * * *

Sec. 239. GENERAL Provisions aND Powers.—(a) * * *
* * * * * * *

(e) The Auditor-General of the [Agency for International Develop-
ment}Y Mutual Development and Cooperation Agency * * *

* * * * * *® *

SEc. 240. AgricULTURAL CREDIT AND SELF-HELP CoMMmUNITY DE-
VELOPMENT PRoOJECTS.—(a) * * *

* * * * * * *

1991) The authority of this section shall continue until June 30, [1973]
]

* * * *® * L] *

TITLE VI—ALLIANCE FOR PROGRESS

L * * * * * *

SEC. 252. AUTHORIZATION.—(a) * * *
L[(b) There is hereby authorized to be appropriated to the Presi-
dent for the fiscal year 1969, $350,000 for grants to carry out pro-
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grams and activities of the Partners of the Alliance in accordance with
the purposes of this title.]

(b) There are hereby authorized to be appropriated to the Presi-
dent for the fiscal year 197}, $8968,000, and for the fiscal year 1975,
£968,000, for grants to the National Association of the Partners of the
Alliance, Inc. in accordance with the purposes of this title.

* * * * * * *

TITLE X—PROGRAMS RELATING TO POPULATION GROWTH

* * * * * * *

Skc. 292. AutnorizaTioN.—Of the funds provided to carry out the
provisions of part I of this Act for each of the fiscal years [1972 and
1973]) 1974 and 1976, $125,000,000 shall be available in each such fiscal
year only to carry out the purposes of this title, and, notwithstanding
any other provisions of this Act, funds used for such purposes may be
used on a loan or grant basis.

* ® * * * * *

CrAPTER 3—INTErRNATIONAL ORGANIZATIONS AND PROGRAMS

SEc. 301. GENERAL AUTHORITY.—(a) * * *

& * * * * * *

(e) (1) In the case of the United Nations and its affiliated organiza-
tions, including the International Atomic Energy Agency, the Presi-
dent shall, acting through the United States representative to such
organizations, propose and actively seek the establishment by the
governing authorities of such organizations a single professionally
qualified group of appropriate size for the purpose of providing an
independent and continuous program of selective examination. review,
and evaluation of the program and activities of such organizations.
Such proposal shall provide that such group shall be established in
accordance with such terms of reference as such governing authority
may prescribe and that the reports of such group on each examination.
review, and evaluation shall be submitted directly to such governing
authority for transmittal to the representative of each idividual
member nation. Such proposal shall further include a statement of
auditing and reporting standards, as prepared by the Comptroller
General of the United States, for the consideration of the governing
authority of the international organization concerned, to assist in
formulating terms of reference for such review and evaluation group.

(2) In the case of the International Bank for Reconstruction and
Development and the Asian Development Bank, the President shall,
acting through the United States representative to such organiza-
tions, propose and actively seck the establishment by the governing
authorities of such organizations professionally qualified groups of
appropriate size for the purpose of providing independent and con-
tinuous program of selective examination, review, and evaluation of
the program and activities of such organizations. Such proposal shall
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provide that such groups shall be estadlished in accordance with such
terms of reference as such governing authorities may prescribe and
that the reports of such groups on each examination, review, and
evaluation shall be submitted directly to such governing authority
for transmittal to the representative of each individual member
nation. Such proposal shall further include a statement of auditing
and reporting standards, as prepared by the Comptroller General of
the United States, for the consideration of the governing authority
of the international organization concerned to assist in formulating
terms of reference for such review and evoluation groups.

(3) Reports received by the United States representatives to these
international organizations under this subsection and related infor-
mation on actions taken as a result of recommendations made therein
shall be submitted promptly to the President for transmittal to the
Congress and to the Comptroller General. The Comptroller General
shall periodically review such reports and related information and
shall report simultaneously to the Congress and to the President any
suggestions the Comptroller General may deem appropriate concern-
ing auditing and reporting standards followed by such groups, the
recommendations made and actions taken as a result of such
recommendations.

Sec. 302. AvutHORIZATION.—(8) There is authorized to be appro-
priated to the President for grants to carry out the purposes of this
chapter, in addition to funds available under any other Act for such
purposes, for the fiscal year [1972, $138,000,000, and for the fiscal
year 1973, $138,000,000] 1974, $127,800,000 and for the fiscal year
1975, such sums as may be necessary.

(b)(1) * * *

(2) There is authorized to be appropriated to the President for
grants for Indus Basin Development, in addition to any other funds
available for such purposes, for use in the fiscal year [1972, $15,-
000,000, and for use in the fiscal year 1973, $15,000,000] 1974, $15,-
000,000, and for use in the fiscal year 1976, $15,000,000, which amounts
shall remain available until expended. The President shall not exercise
any special authority granted to him under section 610(a) or 614(a) of
this Act to transfer any amount appropriated under this paragraph to,
and to consolidate such amount with, any funds made available under
any other provision of this Act.

* * * * * * *

[(d) There is authorized to be appropriated to the President, for
the fiscal year 1969, $1,000,000 for contributions to the United Na-
tions Children’s Fund during the calendar year 1969. Funds made
available under this subsection shall be in addition to funds available
under this or any other Act for such contributions and shall not be
taken into account in computing the aggregate amount of United
States contributions to such fund for the calendar year 1969.]

(@) Of the funds provided to carry out the provisions of this chap-
ter for each of the fiscal years 197} and 1975, $18,000,000 shall be avail-
able in each such fiscal year only for contributions to the United
Nations Children’s Fund.

(e) There is authorized to be appropriated [$1,000,000 for the fiscal
year 1972 and $1,000,000 for the fiscal year 1973] $2,000,000 for the
fiscal year 197/ and 82,000,000 for the fiscal year 1975, to provide added
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contribution to the United Nations Relief and Works Agency for
expansion of technical and vocational training of Arab refugees.

* * * * * . *
Cuarrer 5—CoNTINGENCY FUND

Sec. 451. ContingENCY FUND.—(a) There is hereby authorized
to be appropriated to the President for the fiscal year [1972] 197}
not to exceed $30,000,000, and for the fiscal year [1973] 1975 not to
exceed $30,000,000. for use by the President for assistance authorized
by part I in accordance with the provisions applicable to the furnish-
ing of such assistance, when he determines such use to be important to
the national interest [: Provided. That, in addition to any other sums
available for such purpose, $15,000,000 of the amount authorized for
the fiscal year 1971 may be used only for the purpose of relief, re-
habilitation, and reconstruction assistance for the benefit of cyclone,
tidal wave, and flood victims in East Pakistan]. /n addition to the
amounts authorized to be appropriated by this subsection, there are
authorized to be appropriated such additional amounts as may be re-
quired from time to time to provide relief, rehabilitation, and related
assistance in the case of extraordinary disaster situations. Amounts
appropriated under this subsection are quthorized to remain available
until expended.

* * * * * * *
CHAPTER 8—INTERNATIONAL NARcoTIiIcs CONTROL

Skc. 481. InTERNATIONAL NaRcoTics CONTROL.—(a2) * * *

(8) (1) No later than forty-five days after the date on which each
calendar quarter of each year ends, the President shall transmit to
the Speaker of the House of Representatives, and to the Committee on
Foreign Relations of the Senate. a report on the programing and obli-
(gla.tz'on, per calendar quarter, of funds under this chapter prior to such

ate.

(2) Not later than forty-five days after the date on which the second
calendar quarter of each year ends and not later than forty-five days
after the date on which the fourth calendar quarter of each year ends,
the President shall transmit to the Speaker of the House of Repre-
sentatives, and to the Committee on Foreign Relations of the Senate,
a complete and detailed semiannual report on the activities and opera-
tions carried out under this chapter prior to such date. Such semi-
annual report shall include, but shall not be limited to—

(A) the status of each agreement concluded prior to such date
with other countries to carry out the purposes of this chapter; and

(B) the aggregate of obligations and expenditures made, and
the types and quantity of equipment provided, per calendar quar-
ter, prior to such date—

(2) to carry out the purposes of this chapter with respect to
each country and each international orgamization receiving
assistance under this chapter, including the cost of United
States personnel engaged in carrying out such purposes in
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each such country and with each such international organiza-
tion,

( i%) to carry out each program conducted under this chap-
ter in each country and by each international organization,
including the cost of United States personnel engaged in car-
rying out each such program; and

(#22) for administrative support services within the United
States to carry out the purposes of this chapter. including the
cost of United States personnel engaged in carrying out such
purposes in the United States.

Skc. 482. Aurnorization.—To carry out the purposes of section 481,
there are authorized to be appropriated to the President [$42,500,000
for the fiscal year 1973, which amount is authorized to remain avail-
able until expended] $50.000,000 for each of the fiscal years 197} and
1975. Amounts appropriated under this section are authorized to re-
main available until expended.

* * * * * * *

Craprer 10—CooreraTivE EcoNomic EXPANSION

Sec. 495. Coorerarive Ecowomic Expansion.—The President 1s
authorized to use up to $2.000,000 of the funds made available for the
purposes of this part in each of the fiscal years 1974 and 1975 to assist
friendly countries, especially those in which United States develop-
ment programs have been concluded or those not receiving assistance
under section 211, in the procurement of technical assistance from
United States public or private agencies or individuals. Assistance
under this chapter shall be for the purpose of (1) encouraging devel-
opment of natural resources of interest to the United States, (2) en-
couragement of a climate favorable to mutually profitable trade and
development, and (3) stimulation of markets for United States ex-
ports. Any funds used for purposes of this section may be provided on
a loan or grant basis and may be used notwithstanding any other pro-
vision of this Aet.

PART II

* * * * * * *
CHAPTER 2—MILITARY ASSISTANCE

Sec. 503. GENERAL AvurHORITY.—The President is authorized to
urnish military assistance on such terms and conditions as he may
fetermine, to any friendly country or international organization, the
assisting of which the President finds will strengthen the security of
the United States and promote world peace and which is otherwise
eligible to receive such assistance, by—

( a) * k %

* * * * * * *

(d) assigning or detailing members of the Armed Forces of the
United States and other personnel of the Department of Defense
to perform duties of a noncombatant nature[[, including those re-
lated to training or advice].
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SEc. 504. AurHoR1ZATION.—(a) There is authorized to be appro-
priated to the President to carry out the purposes of this part not to
exceed [$500,000,000] $550,000,000 for the fiscal year [1972] 1974:
Provided, That funds made available for assistance under this chapter
F(other than training in the United States)] shall not be used to
furnish assistance to more than forty countries in any fiscal year:
Provided further, That none of the funds appropriated pursuant to this
subsection shall be used to furnish sophisticated weapons systems,
such as missile systems and jet aircraft for military purpeses to any
underdeveloped country, unless the President determines that the
furnishing of such weapons systems is important to the national
security of the United States and reports within thirty days each such
determination to the Congress. Amounts appropriated under this
subsection are authorized to remain available until expended. Amounts
appropriated under this subsection shall be available for cost-sharing
expenses of United States participation in the military headquarters
and related agencies program.

* * * * * * *

Sec. 506. SpEcIAL AuTHoRITY.—(a) During the fiscal year [1972]
1974, the President may, if he determines it to be vital to the security
of the United States, order defense articles from the stocks of the
Department of Defense and defense services for the purposes of part
11, subject to subsequent reimbursement therefor from subsequent
appropriations available for military assistance. The value of such
orders under this subsection in the fiscal year [19727] 1974 shall not
exceed $300,000,000.

* * * * * * *

[Sec. 510. RestricTiONs ON TrainiNng ForEiaN MiLiTArY StU-
DENTS,—The number of foreign military students to be trained in the
United States in any fiscal year, out of funds appropriated pursuant
to this part, may not exceed a number equal to the number of foreign
civilians brought to the United States under the Mutual Educational
and Cultural Exchange Act of 1961 in the immediately preceding
fiscal year.]

* * * * * * *

Sec. 513. MILITARY ASSISTANCE AUTHORIZATIONS FOR [THaI-
LAND.—] TwHarpanp, Laos, axp Viernam.—(a) after June 30, 1972,
no military assistance shall be furnished by the United States to
Thailand directly or through any other foreign country unless that
ﬁssistance is authorized under this Act or the Foreign Military Sales

ct.

(b) After June 30, 1974, no military assistance shall be furnished by
the United States to Laos or Vietnam duirectly or through any other foreign
country unless that assistance is authorized under this Act or the Foreign
Military Sales Act.

[Skc. 514. SeeciaL ForeleN CouNTRY Accounts.—(a) Except as
otherwise provided in this section, no defense article may be given, and
no grant of military assistance may be made, under this Act to a for-
eign country unless the country agrees—
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L[(1) to deposit in a special account established by the United States
Government the following amounts of currency of that country:

L[(A) in the case of any excess defense article to be given to that
country, an amount equal to 10 per centum of the fair value of
the article, as determined by the Secretary of State, at the time
the agreement to give the article to the country is made; and

[(B) in the case of a grant of military assistance to be made to
that country, an amount equal to 10 per centum of each such
grant; and

[(2) to allow the United States Government to use such amounts
from that special account as may be determined, from time to time, by
the President to be necessary to pay all official costs of the United
States Government payable in the currency of that country, including
all costs relating to the financing of international educational and cul-
tural exchange activities in which that country participates under the
programs authorized by the Mutual Educational and Cultural Ex-
change Act of 1961.

[(ﬁ) The President may waive any amount of currency of a foreign
country required to be deposited under subsection (a) (1) of this sec-
tion if he determines that the United States Government will be able
to pay all of its official costs payable in the currency of that country
enumerated under subsection (a)(2) of this section without the de-
posit of such amount and without having to expend United States
dollars to purchase currency of that country to pay such costs.

[(c) The provisions of this section shall not apply in any case in
which an excess defense article is given, or a grant of military assist-
ance is made—

[(1) to a foreign country under an agreement with that country
which allows the United States Government to operate a military
or other similar base in that country in exchange for that article
or grant; and

[(2) to South Vietnam, Cambodia, or Laos.

[(d) In no event shall any foreign country be required, under this
section to make deposits in a special account aggregating more than
$20,000,000 in any one year.] .

* * L] * * * *

CHAPTER 4—SECURITY SUPPORTING ASSISTANCE

* * * * * * *

SEc. 532. AuTHORIZATION.—There is authorized to be appropriated
to the President to carry out the purposes of this chapter [t}())r the fiscal
year 1972 not to exceed $618,000,000, of which not less than $50,000,-
000 shall be available solely for Israel] for the fiscal year 1974 not to
exceed $125,000,000 of which not less than $50,000,000 shall be available
solely for Israel: Provided, That where commodities are furnished
on a grant basis under this chapter under arrangements which will
result in the accrual of proceeds to the Government of Vietnam from
the sale thereof, arrangements should be made to assure that such pro-
ceeds will not be budgeted by the Government of Vietnam for economic
assistance projects or programs unless the President or his representa-
tive has given prior written approval. Amounts appropriated under
this section are authorized to remain available until expended. None

98-438 O - T3 -6
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of the funds authorized by this section shall be made available to the
Government of Vietnam unless, beginning in January 1971, and
quarterly thereafter, the President of the United States shall de-
termine that the accommodation rate of exchange, and the rate of
exchange for United States Government purchases of piasters for
oods and services, between said Government and the United States is
air to both countries.

% * * * * *x *
CuapTER 56— INTERNATIONAL MILITARY EDUCATION AND TRAINING

Sec. 541. Srarement oF Purpose.—The purpose of this chapter
8 to establish an international military education and training pro-
gram which will— .

(1) improve the ability of friendly foreign countries, through
effective military education and training programs relating par-
ticularly to United States military methods, procedures, and tech-
niques, to utilize their own resources and equipment and systems
of United States origin with maximum ¢ffectiveness for the main-
tenance of their defensive strength and internal security, thereby
contributing to enhanced professional military capability and to
greater self-reliance by the armed forces of such countries;

(2) encourage effective and mutually beneficial relationships
and enhance wunderstanding between the United States and
friendly foreign countries in order to maintain and foster the
environment of international peace and security essential to social,
economic, and political progress; and

(3) promote increased understanding by friendly foreign coun-
tries of the policies and objectives of the United States in pursuit
of the goals of world peace and security.

SEec. 642. GeneraL Avimorrry.—The President is authorized in
furtherance of the purposes of this chapter, to provide military edu-
cation and training by grant, contract, or otherwise, including—

(7) attendance by military and related civilian personnel of
friendly foreign countries at military educational and training
facilities in the United States (other than the Service Academies)
and abroad;

(2) attendance by military and related civilian personnel of
friendly foreign countries in special courses of instruction at
schools and institutions of learning or research in the United
States and abroad;

(3) observation and orientation visits by foreign military and
related civilian personnel to military facilities and related activi-
ties in the United States and abroad; and

(4) activities that will otherwise assist and encourage the
development and improvement of the military education and
training of members of the armed forces and related civilian
personnel of friendly foreign countries so as to further the pur-
poses of this chapter, including but not limited to the assignment
of noncombatant military training instructors, and the furnishing
of training aids, technical, educational and informational publi-
cations and media of all kinds.



83

Ske. 543. Avrrorizarion.—To carry out the purposes of this chap-
ter, there are authorized to be appropriated to the President 330,
000,000 for the fiscal year 1974. Amounts appropriated under this
section are authorized to remain available until expended.

Skc. 644. ANNvAL Reporrs.—The President shall submit no later
than December 31 each year a report to the Congress of activities
carried on and obligations incurred during the immedately preceding
fiscal year in furtherance of the purposes of this chapter. Each such
report shall contain a full description of the program and the funds
obligated with respect to each country concerning which activities
have been carried on in furtherance of the purposes of this chapter.

PART II1

CuAPTER 1—GENERAL PROVISIONS

Sec. 601. ENCOURAGEMENT OF FREE ENTERPRISE AND PRIVATE
ParricipaTioNn.—(a) * * *

* * > * * * *

(¢) (1) There is hereby established an International Private Invest-
ment Advisory Council on Foreign Aid to be composed of such
number of leading American business specialists as may be selected,
from time to time, by the Administrator of the [Agency for Interna-
tional Development] Mutual Development and Cooperative Agency for
the purpose of carrying out the provisions of this subsection. The
members of the Council shall serve at the pleasure of the Adminis-
trator, who shall designate one member to serve as Chairman.

* ® * * * * *

Sec. 620. ProH1BITIONS AGAINST FURNISHING ASSISTANCE—(a) ** *

* * * * * * »

(e) [(1) The President shall suspend assistance to the government of
any country to which assistance 1s provided under this or any other
Act when the government of such country or any government agency
or subdivision within such country on or after January 1, 1962—

[(A) has nationalized or expropriated or seized ownership or
control of property owned by any United States citizen or by
any corporation, partnership, or association not less than 50 per
centum beneficially owned by United States citizens, or

[(B) has taken steps to repudiate or nullify existing contracts
or agreements with any United States citizen or any corporation,
partnership, or association not less than 50 per centum beneficially
owned bK United States citizens, or

[(C) has imposed or enforced discriminatory taxes or other
exactions, or restrictive maintenance or operational conditions,
or has taken other actions, which have the effect of nationalizing,
expropriating, or otherwise seizing ownership or control of
property so owned,
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and such country, government agency, or government subdivision fails
within a reasonable time (not more than six months after such action,
or, in the event of a referral to the Foreign Claims Settlement Com-
mission of the United States within such period as provided herein,
not more than twenty days after the report of the Commission is re-
ceived) to take appropriate steps, which may include arbitration, to
discharge its obligations under international law toward such citizen
or entity, including speedy compensation for such property in convert-
ible foreign exchange, equivalent to the full value thereof, as required
by international law, or fails to take steps designed to provide relief
from such taxes, exactions, or conditions, as the case may be; and such
suspension shall continue until the President is satisfied that appro-
priate steps are being taken, and no other provision of this Act shall be
construed to authorize the President to waive the provisions of this
subsection.

[ Upon request of the President (within seventy days after such ac-
tion referred to in subparagraphs (A), (B), or (C) of paragraph (1) of
this subsection), the Foreign Claims Settlement Commission of the
United States (established pursuant to Reorganization Plan No. 1 of
1954, 68 Stat. 1279) is hereby authorized to evaluate expropriated
property, determining the full value of any property nationalized, ex-
propriated, or seized, or subject to discriminatory or other actions as
aforesaid, for purposes of this subsection and to render an advisory
report to the President within ninety days after such request. Unless
authorized by the President, the Commission shall not publish its
advisory report except to the citizen or entity owning such property.
There is hereby authorized to be appropriated such amount, to remain
available until expended, as may be necessary from time to time to
enable the Commission to carry out expeditiously its functions under
this subsection.]

[(2)] Notwithstanding any other provision of law, no court in the
United States shall decline on the ground of the federal act of state
doctrine to make a determination on the merits giving effect to the
principles of international law in a case in which a claim of title or
other right to property is asserted by any party including a foreign
state (or a party claiming through such state) based upon (or traced
through) a confiscation or other taking after January 1, 1959, by an
act of that state in violation of the principles of international law,
including the principles of compensation and the other standards set
out in this [subsection: Provided, That this subparagraph] subsection
(as in effect before the date of the enactment of the Mutual Development
and Cooperation Act of 1973): Provided, That this subsection shall not
be applicable (1) in any case in which an act of a foreign state is not
contrary to international law or with respect to a claim of title or
other right to property acquired pursuant to an irrevocable letter
of credit of not more than 180 days duration issued in good faith
prior to the time of the confiscation or other taking, or (2) in any
case with respect to which the President determines that application
of the act of state doctrine is required in that particular case by the
foreign policy interests of the United States and a suggestion to this
effect is filed on his behalf in that case with the court.

® * * * * * *
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(n) No loans, credits, guaranties, or grants or other assistance shall
be furnished under this or any other Act, and no sales shall be made
under the Agricultural Trade Development and Assistance Act of
1954, to any country which sells or furnishes to North Vietnam, or
which permits ships or aircraft under its registry to transport to or
from North Vietnam, any equipment, materials, or commodities, so
long as the regime in North Vietnam gives support to hostilities in
South Vietnam, wnless the President finds and reports, within thirty
days of such finding, to the Committee on Foreign Relations of the
Senate and the Committee on Foreign Affairs of the House that such
assistance 1s in the national interest of the United States.

[{0o) In determining whether or not to furnish assistance under this
Act, consideration shall be given to excluding from such assistance
any country which hereafter seizes, or imposes any penalty or sanction
against, any United States fishing vessel on account of its fishing activ-
ities in international waters. The provisions of this subsection shall
not be applicable in any case governed by international agreement tn
which the United States is a party.]

® * * * * * *

CHAPTER 2-—ADMINISTRATIVE PROVISIONS

» * * * * * *

Sec. 622. CoorbinaTioN WrtH ForeioNy Poricy.—(a) * * *

(b) The President shall prescribe appropriate procedures to assure
coordination among representatives of the United States Government
in each country, under the leadership of the Chief of the United States
Diplomatic Mission. The Chief of the diplomatic mission shall make
sure that recommendations of such representatives pertaining to mili-
tary assistance (including civic action) and military education and train-
ing programs are coordinated with political and economic considera-
tions, and his comments shall accompany such recommendations if he
80 desires.

(¢) Under the direction of the President, the Secretary of State shall
be responsible for the continuous supervision and general direction of
economic [assistance and] assistance, military assistance and military
education and training programs, including but not limited to determin-
ing whether there shall be a military assistance (including civic action)
or amilitary education and training program for a country and the value
thereof, to the end that such programs are effectively integrated both
at home and abroad and the foreign policy of the United States is best
served thereby. _ :

Sec. 623. lyHE SEcrETARY OF DEFENSE.—(a) In the case of assist-
ance under part II of this Act, the Secretary of Defense shall have
primary responsibility for— _

(1) the determination of military end-item requirements;

(2) the procurement of military equipment in a manner which
permits its integration with service programs;

(3) the supervision of end-item use by the recipient countries;

(4) the supervision of the training of foreign military and
related civilian personnel;

(5) the movement and delivery of military end-items; and
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(6) within the Department of Defense, the performance of any
other functions with respect to the furnishing of military assist-
ance, education and training.

(b) The establishment of priorities in the procurement, delivery,
and allocation of military equipment shall be determined by the
Secretary of Defense.

Sec., 624. StaTUTORY OFFICERS.—(8) * * *

(d) (1) * * * :

(5) For the purpose of aiding in carrying out his duties under this
Act, the Inspector General, Foreign Assistance, shall have access to all
records, reports, audits, reviews, documents, papers, recommendations,
or other material of the agencies of the United States Government
administering part I or I of this Act and the Latin American De-
velopment Act, as amended, the Peace Corps or the Agricultural
Trade Development and Assistance Act of 1954, as amended, Zhe
United States Ezport Development Credit Fund under part VI of this
Act, and part IV of the Foreign Assistance Act of 1969. * * *

* * - * * * *

SEc. 625. EMPLOYMENT OF PERSONNEL.—(a) * * *

* * * L ] * * *

(%) (1) In accordance with such regulations as the President may
prescribe, the following categories of personnel who serve in the
Agency for International Development shall become participants in
the Foreign Service Retirement and Disability System:

(A4) Persons serving under unlimited appointments in employment
subject to section 625(d) (%) of this Act as Foreign Service Reserve
officers and as Foreign Service staff officers and employees; and

(B) A person serving in a position to which he was appointed by
the President, whether with or without the advice and consent of the
Senate, provided that (1) such person shall have served previously
under an unlimited appointment pursuant to said section 625(d) (2)
or a comparable provision of predecessor legislation to this Act, and
(2) following service specified in proviso (1) such person shall have
served continuously with the Agency for International Development
or its predecessor agencies only in positions established under the au-
thority of sections 624(a) and 631(d) or comparable provisions of
predecessor legislation to this Act.

(2) Upon becoming a participant in the Foreign Service Retire-
ment and Disability System, any such officer or employee shall make
a special contribution to the Foreign Service Retirement and Dis-
ability Fund in accordance with the provisions of section 852 of the
Foreign Service Act of 1946, as amended. Thereafter, compulsory
contributions will be made with respect to each such participating
officer or employee in accordance with the provisions of section 811 of
the Foreign Service Act of 1946, as amended.

(8) The provisions of section 636 and title VIII of the Foreign
Service Act of 196, as amended, shall apply to participation in the
Foreign Service Retirement and Disability System by any such offt-
cer or employee. :

(4) If an officer who became a participant in the Foreign Service
Retirement and Disability System under paragraph (1) of this sub-
section is appointed by the President, by and with the advice and
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consent of the Senate, or by the President alone, to a position in any
Government agency, any United States delegation or mission to any
international organization, in any international commission, or in
any international body, such officer shall not, by virtue of the accept-
ance of such an appointment, lose his status as o participant in the
system.

(6) Any such officer or employee who becomes a participant in the
Foreign Service Retirement and Disability System under paragraph
(1) of this subsection shall be mandatorily retired (a) at the end of the
month in which he reaches age seventy or (b) earlier if, during the
third year after the effective date of this subsection, he attains age
sizty-four or if he is over age sixwty-four; during the fourth year at
age sixty-three; during the fifth year at age sixty-two ; during thye siwth
year at age sixty-one; and thereafter at the end of the month in which
he reaches age sixty : Provided, That no participant shall be mandato-
rily retired under this paragraph while serving in a position to which
appointed by the President, by and with the advice and consent of the
Senate. Any participant who completes a period of authorized service
after reaching the mandatory retirement age specified in this para-
graph shall be retired at the end of the month in which such service
w8 completed.

(6) Whenever the President deems it to be in the public interest,
he may extend any participant’s service for a period not to exceed five
years after the mandatlory retirement date of such officer or employee.

(?7) This subsection shall become effective on the first day of the
first month which begins more than one year after the date of its en-
actment, except that any officer or employee who, before such effective
date, meets the requirements for participation in the Foreign Service
Retirement and Disability System under paragraph (1) of this subsec-
tion may elect to become a participant before the effective date of this
subsection. Such officer or employee shall become a participant on the
first day of the second month following the date of his application for
carlier participation. Any officer or employee who becomes a partic-
ipant in the system under the provisions of paragraph (1) of this sub-
section, who 13 age fifty-seven or over on the effective date of this sub-
section, may retire voluntarily at any time before mandatory retire-
ment under paragraph (5) of this subsection and receive retirement
benefits under section 821 of the Foreign Service Act of 1946, as
amended.

(8) Any officer or employee who is separated for cause while a par-
ticipant in the Foreign Service Retirement and Disability System pur-
suant to this subsection, shall be entitled to benefits in accordance with
subsections 637 (b) and (d) of the Foreign Service Act of 1946, as
amended. The provisions of section 625(e) of this Act shall apply to
participants in lieu of the provisions of sections 633 and 634 of the
Foreign Service Act of 1946, as amended.

» * ] L] * L -

Sec. 632. ALLOoCATION AND REIMBURSEMENT AMONG AGENCIES.—
(8) The President may allocate or transfer to any agency of the
United States Government any part of any funds available for carry-
ing out the purposes of this Act, including any advance to the United
States Government by any country or international organization for
the procurement of commodities, defense articles, military education and
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iraining, or services (including defense services). Such funds shall be
available for obligation and expenditure for the purposes for which
authorized, in accordance with authority granted in this Act or under
authority governing the activities of the agencies of the United States
Government to which such funds are allocated or transferred.

(b) Any officer of the United States Government carrying out func-
tions under this Act may utilize the services (including defense serv-
ices) and facilities of, or procure commodities and defense articles,
military education and training from, any agency of the United States
Government as the President shall direct, or with the consent of the
head of such agency, and funds allocated pursuant to this subsection
to any such agency may be established in separate appropriation ac-
counts on the books of the Treasury. :

* * * * * * *

(e) * * * Provided. That such expenditures for commodities, de-
fense articles, military education and training, services (including
defense services), or facilities procured outside the United States may
be accounted for exclusively on such certification as may be prescribed
in regulations approved by the Comptroller General of the United
States.

* * * * * * *

SEc. 634. REPORTS AND INFORMATION. * * *

L(f) The Secretary of the Treasury shall transmit to the Speaker
of the House of Representatives and to the Committee on Foreign
Relations of the Senate semiannual reports showing as of June 30 and
December 31 of each year the repayment status of each loan thereto-
fore made under authority of this Act any part of the principal or
interest of which remains unpaid on the date of the report.]

(f) The President shall transmit to the Speaker of the House of
Representatives and to the Committee on Foreign Relations of the
Senate, a comprehensive report showing, as of June 30 and December
31 of each year, the status of each loan, and each contract of guarantee
or insurance, theretofore made under this Act, with respect to which
there remains outstanding any unpaid obligation or potential liabil-
ity,; the status of each sale of defense articles or defense services on
credit terms, and each contract of guarantee in comnection with any
such sale, theretofore made under the Foreign Military Sales Act,
with respect to which there remains outstanding any unpaid obliga-
tion or potential liability, the status of each sale of agriculture com-
modities on credit terms theretofore made under the Agricultural
T'rade Development and Assistance Act of 1954, with respect to which
there remains outstanding any wunpaid obligation; and the status of
each transaction in which a loan, contract of guarantee or insurance,
or extension of credit (or participation therein) was theretofore made
under the Export-Import Bank Act of 1945, with respect to which
there remains outstanding any unpaid obligation or potential liabil-
ity : Provided, however, That this report shall report individually only
those loans, contracts, sales, extensions of credit, or other transactions
listed above in excess of $1,000.000.

(9) The President shall transmit to the Speaker of the House of
Representatives and to the Committee on Foreign Relations of the
Senate, not later than January 31 of each year, a comprehensive re-
port, based upon the latest data available, showing—

(1) a summary of the worldwide dimenstons of debt-servicing



89

problems among such countries, together with a detailed state-
ment of the debt-servicing problems of each such country;

(2) a summary of all forms of debt relief granted by the United
States with respect to such countries, together with a detailed
statement of the specific debt relief granted with respect to each
such country and the purpose for which it was granted;

(3) a summary of the worldwide effect of the debt relief granted
by the United States on the availability of funds, authority, or
other resources of the United States to make any such loan, sale,
contract of guarantee or insurance, or extension of credit, together
with a detailed statement of the effect of such debt relief with re-
spect to each such country, and

(4) a summary of the net wid flow from the United States to
such countries, taking into consideration the debt relief granted
by the United States, together with a detailed analysis of such
net aid flow with respect to each such country.

* %* * %* %* %* %*
SEc. 635. GENERAL AUTHORITIES.—(a) * * *

» * * * * * *
Skc. 636. Provistons ox Uses oF Funps.—(a) * * *

L * * * * * *

(2) Funds made available for the purposes of part II shall be
available for—

(1) administrative, extraordinary (not to exceed $300,000 in
any fiscal year), and operating expenses incurred in furnishing
defense articles, mailitary education and training and defense
services on a grant or sales basis by the agency primarily respon-
sible for administering part IT;

(2) reimbursement of actual expenses of military officers de-
tailed or assigned as tour directors in connection with orientation
visits of foreign military and related civilian personnel, in accord-
ance with the provisions of section 5702(c) of title 5 of the United
States Code, applicable to civilian officers and employees; and

(3) maintenance, repair, alteration, and furnishing of United
States-owned facilities in the District of Columbia or elsewhere
for the training of foreign military personnel, without regard to
the provisions of section 3733 of the Revised Statutes (41 U.S.C.
12) or other provision of law requiring a specific authorization
or specific appropriation for such public contracts.

* * % * %* * *

Sec. 637. ApMINISTRATIVE ExPENsESs.—(a) There is hereby author-
ized to be appropriated to the President [for the fiscal year 1972,
$50,000,000 and for the fiscal year 1973, $50,000,000,] for the fiscal
year 1974, $63.100.000, and for the fiscal year 1976, $53,100,000 for
necessary administrative expenses of the agency primarily responsible
for administering part I. The agency administering part I shall reduce
the number of personnel particularly administrative personnel, em-
ployed by it in order to conduet operations with the reduced amount
of funds authorized for fiscal year 1969, except that such agency shall
not take any action to limit or reduce auditing or training activities
of such agency.

(b) There is hereby authorized to be appropriated such amounts as
may be necessary from time to time for administrative expenses.
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which are incurred for functions of the Department of State under
this Act and unrepealed provisions of the Mutual Security Act of 1954,
as amended, or for normal functions of the Department of State which
relate to such functions.

Src. 638, Prace Cores AssisTaANCE—No provision of this Act
shall be construed to prohibit assistance to any country pursuant to
the Peace Corps Act, as amended; the Mutual Educational and
Cultural Exchange Act of 1961, as amended, or the Export-Import
Bank Act of 1945, as amended ; or under part VI of this Act.

[Sec. 639. FamiNne anp Disaster Revmmr.—No provision of this
Act shall be construed to prohibit assistance to any country for famine
or disaster relief.] '

SEec. 639. FamiNe anp Di1saster REerier.—Notwithstanding the pro-
visions of this or any other Act, the President is authorized to furnish
famine or disaster relief or rehabilitation or related assistance abroad
on such terms and conditions as he may determine.

Skc. 639A. FamINE AND Disaster RELIEF 10 THE AFRICAN SAHEL.—
(a) The Congress affirms the response of the United States Government
in providing famine and disaster relief and related assistance in con-
nection with the drought in the Sahelian nations of Africa.

() Notwithstanding any prohibitions or restrictions contained in
this or any other Act, there is authorized to be appropriated to the
President, tn addition to funds otherwise available for such purposes,
830,000,000 to remain available until expended, for use by the Pres-
ident, under such terms and conditions as he may determine, for emer-
gency and recovery needs, including drought, famine, and disaster
relief, and rehabilitation and velated assistance, for the drought-
stricken Sahelian nations of Africa.

Skc. 639B, AFricaN SAReL DEeveLopMENT PrograM.—The Congress
supports the initiative of the United States Government in undertak-
ing consultations and planning with the countries concerned, with
other nations providing assistance, with the United N ations, and with
other concerned international and. regional organizations, toward the
development and support of a comprehensive long-term African Sahel
development program.

L * * * * * *

Sec. 640B. Coorpinarion.—(a) The President shall establish a
system for coordination of United States policies and programs which
affect United States interests in the development of low-income coun-
tries. To that end, the President shall establish a Development Co-
ordination Committee which shall advise him with respect to coordina-
tion of United States policies and programs affecting the development
of the developing countries, including programs of bilateral and multi-
Lateral development assistance. The Committee shall include the Ad-
ministrator, Mutual Development and Cooperation Agency, Chair-
man,; and representatives of the Departments of State, Treasury, Com-
merce, Agriculture, and Labor, the Erecutive Office of the President.
and other executive departments and agencies, as the President shall
designate.

(b) The President shall prescribe appropriate procedures to assure
coordination among the warious departments and agencies of the
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United States Government having representatives in diplomatic mis-
stons abroad.

(¢) Programs authorized by this Act shall be undertaken with the
foreign policy guidance of the Secretary of State.

(d) The President shall report to the Congress during the first
quarter of each calendar year on United States actions affecting the
development of the low-income countries and on the impact of those
undertakings upon the national income, employment, wages and work-
ing conditions in the United States.

Sec. 640C. Suippin DirrerENTIAL.—For the purpose of facilitat-
ing implementation of section 901(d) of the Merchant Marine Act,
1936 (49 Stat. 1985, 46 U.S.C. 1241 (b)), funds made available for the
purposes of chapter 1 of part I and part VI may be used to make
grants to recipients under this part to pay dll or any portion of such
differential as is determined by the Secretary of Commerce to ewist
between United States and foreign-flag vessel charter or freight rates.
Grantsmade under this section shall be paid with United States-owned
foreign currencies wherever feasible.

CHAPTER 3—MISCELLANEOUS PROVISIONS

L] * * L ] ] * ]
Skc. 644. DerFinTTIONS.—AS used in this A ct—
( a) % % *

L] * | L ] ] L] *

(f) “Defense service” includes any service, test, inspection, repair,
[tra.ining,] publication, or technical or other assistance [,] or defense
information used for the purposes of furnishing military [assistance.
““Training’”’ includes formal or informal instruction of foreign students
in the United States or overseas by officers or employees of the United
States, contract technicians, contractors (including instruction at
civilian institutions), or by correspondence courses, technical, educa-
tional, or information publications and media of all kinds, training
aid, orientation, training exercise, and military advice to foreign mili-
tary units and forces.] assistance, but shall not include military educa-
tional and training activities under chapter & of part 11.

» ] * ] ] L] »

(n) “Military education and training” includes formal or informal
instruction of foreign students in the United States or overseas by
officers or employees of the United States, contract technicians, con-
tractors (including instruction at civilian institutions), or by corre-
spondence courses, technical, educational, or information publications
and media of all kinds, training aids, orientation, and military advice
to foreign military units and forces. .

] * * * - ] ]

SEec. 6569. Annvvil Norra Arvanric TrREary MIriT4ry ORGANIZA-
T10N REPorT.—(a) The Secretary of Defense and the Secretary of
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State shall submit to the Speaker of the Iouse of Representatives
and to the Committees on Appropriations, Armed Services, and
Foreign Relations of the Senate, on or before January 15 of each
year a report of— . i

(1) the direct, indirect, and unallocated costs to the United
States of participation in the North Atlantic Treaty Organization
(hereinafter in this section referred to as the “Organization”)
for the last fiscal year preceding the fiscal year in which the report
8 submitted;

(2) the estimated direct, indirect, and unallocated costs to the
United States of participation in the Organization for the fiscal
year in which the report is submitted;

(3) the amounts requested from Congress (or estimated to be
requested) for the direct, indirect, and unallocated costs to the
United States of participation in the Organization for the first
fiscal year following the fiscal year in which the report is sub-
mitted;

4) the estimated impact of expenditures related to United
States participation in the Organization on the United States
balance of payments including a detailed description of the offsets
to such United States expenditures.

For each such direct, indirect, and unallocated costs, the Acts of Con-
gress authorizing such cost and appropriating funds for such cost
shall be listed next to such cost in the report.

. (b) For the purposes of this section—

(1) the term “direct costs” includes funds the United States
contributes directly to any budget of the Organization (including
the infrastructure program);

(2) the term “indirect costs” includes funds the United States
spends to assign and ‘maintain United States civilian employees
for the Organization, funds spent for Government research and
development attributable to the Orgamization, contributions to
the Organization sponsored organizations, and military assistance
furnished under part I of this Act, and sales of defense articles
or defense services under the Foreign Military Sales Act, to mem-
ber nations of the Organization; and

(3) the term “wnallocated costs” includes (i) funds the United
States spends to maintain United States Armed Forces com-
mitted exclusively or primarily for the Organization in Europe,
the United States, or on the open seas, or to remove such Armed
Forces from such commitment, and (i) funds the United States
spends on facilities constructed and maintained for such forces.

(e) All information contained in any report transmitted under this
section shall be public information, except information that the Secre-
tary of Defense or the Secretary of State designates in such report as
information required to be kept secret in the interest of the national

defense or foreign policy.
. PART V

Craprer 1.—Poricy

Skec. 801. StarEMENT OF Poricy.—It is the purpose %f this part to
(1) authorize immediate high-priority humanitarian relief assistance
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to the people of South Vietnam, Cambodia, and Laos, particularly to
refugees, orphans, widows, disabled persons, and other war victims,
and (%) to assist the people of those countries to return to a normal
peacetime existence in conformity with the Agreement on Ending the
War and Restoring the Peace in Vietnam, the cease-fire agreement for
Laos, and any cease-fire agreement that may be reached in Cambodia.
In this effort, United States bilateral assistance should focus on criti-
cal problems in those sectors which affect the lives of the majority of
the people in Indochina : food, nutrition, health, population planning,
education, and human resource development. United States assistance
should be carried out to the maximum extent possible through the pri-
wvate sector, particularly those voluntary organizations which already
kave ties in that region.

CrAPTER 2.—QENERAL AUTHORITY AND AUTHORIZATION

Sec. 821. GeNeraL Avrnoriry.—The President is authorized to fur-
nish, on such terms and conditions as he may determine, assistance for
relief and reconstruction of South Vietnam, Cambodia, and Laos, in-
cluding especially humanitarian assistance to refugees, civilian war
casualties, and other persons disadvantaged by hostilities or condi-
tions related to those hostilities in South Vietnam, Cambodia, and
Laos. No assistance shall be furnished under this section to South Viet-
nam unless the President receives assurances satisfactory to him that
no assistance furnished under this part, and. no local currencies gen-
erated as a result of assistance furnished under this part, will be used
for support to the police or prison construction and administration
within South Vietnam.

Sec. 822. Avrmorizarion.—T here are authorized to be appropri-
ated to the President to carry out the purposes of this chapter,in addi-
tion to funds otherwise available for such purposes, for the fiscal year
1974 not to exceed $632,000,000, which amount is authorized to remain
available until expended.

Sec. 823. Center For Prasric Anp REeconsTRUcTIVE SURGERY IN
Sargon.—Of the funds appropriated pursuant to section 822 for the
fiscal year 1974, not less than $712,000 shall be available solely for fur-
nishing assistance to the Center for Plastic and Reconstructive Surgery
in Saigon.

Sec. 824. Assisrance 1o Sovrm VierNamese CHILDREN.—(a ) It is
the sense of the Congress that inadequate provision has been made (1)
for the establishment, expansion, and improvement of day care centers,
orphanages, hostels, school feeding programs, health and welfare pro-
grams, and training related to these programs which are designed for
the benefit of South Vietnamese children, disadvantaged by hostilities
in Vietnam or conditions related to those hostilities, and (2) for the
adoption by United States citizens of South Vietnamese children. who
are orphaned or abandoned, or whose parents or sole surviving parent,
as the case may be, has irrevocably relinquished all parental rights,
particularly children fathered by United States citizens.

(b) The President is, therefore, authorized to provide assistance,
on terms and conditions he considers appropriate, for the purposes
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described in clauses (1) and (2) of subsection (a) of this section.
Of the funds appropriated pursuant to section 822 for fiscal year 1974,
$5.,000,000, or its equivalent in local currency, shall be available until
expended solely to carry out this section. Not more than 10 percent
of the funds made available to carry out this section may be expended
for the purposes referred to in clause (2) of subsection (a). Assist-
ance provided under this section shall be furnished, to the maximum
extent practicable, under the auspices of and by international agencies
or private voluntary agencies.

Casprer 3.—Coxnsrtrverion Wrra Oraer Laws

Sec. 831. Avrmorrry.—All references to part I, whether heretofore
or hereafter enacted, shall be deemed to be references also to this part
unless otherwise specifically provided. The authorities available to ad-
manister part I of this Act shall be available to administer programs
authorized in this part.

Parr VI

Sec. 901. GeNEraL AvrHORITY —(a) In the interest of increasing
United States exports to the lowest income countries, thereby contribut-
ing to high levels of employment and income in the United States and
to the establishment and maintenance of long-range, growing export
markets, while promoting development of such countries, the Presi-
dent shall establish a fund, to be known as the “United States Export
Development COredit Fund”, to be used by the President to carry out
the authority contained in this part.

(&) The President is authorized to provide extensions of eredit, upon
reasonable assurances of repayment, for the purpose of facilitating the
sale to the lowest income countries of United States goods and services
which advance mutual development. The provisions of section 201(d)
of this Act shall apply to extensions of credit under this part. The
authority contained in this part shall be used to extend credit in
connection with the sale of goods and services which are of develop-
mental character, with due regard for the objectives stated in section
102(b) of this Act.

(¢) The receipts and disbursements of the Fund in the discharge of
its functions shall be treated for purposes of the budget of the United
States Government in the same fashion as the receipts and disburse-
ments of the Export-Import Bank of the United States under section
2(a) (2) of the Export-Import Bank Act of 1945.

Skc. 902. Financive.—(a) As may hereafter be provided in annual
appropriation Acts, the President is authorized to borrow from. what-
ever source he deems appropriate, during the period beginning on the
date of enactment of this part and ending on December 31,1977, and
to issue and sell such obligations as he determines necessary to carry
out the purposes of this part. The aggreaate amount of such obliga-
tions outstanding at any one time shall not exceed one-fourth of the
amount specified in section 7 of the Export-Import Bank Act of 1945
on July 1, 1973. The dates of issuance, the mazimum rates of interest,
and other terms and conditions of the obligations issued under this
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subsection will be determined by the Secretary of the Treasury with
the approval of the President. Obligations issued under the authority
of this section shall be obligations of the Government of the United
States of America, and the full faith and credit of the United States
of America is hereby pledged to the full payment of principal and in-
terest thereon. For the purpose of any purchase of the obligations is-
sued under this part, the Secretary of the Treasury is authorized to
use as a public debt transaction the proceeds from the sale of any secu-
rities issued under the Second Liberty Bond Act, as now or hereafter
in force, and purpose for which securities may be issued under the
Second Liberty Bond Act, as now or hereafter in force, are ewtended
to include any purchases of the obligations issued under this part. The
Secretary of the Treasury may, at any time, sell any of the obligations
acquired by him under this section. All redemptions, purchases, and
sales by the Secretary of such obligations shall be treated as public
debt transactions of the United States.

(b) Ezcept as otherwise provided in section 906, the amounts bor-
rowed under subsection (a) of this section shall be paid into the Fund
and used to carry out the purposes of this part. Any difference be-
tween interest to be repaid on ewport credits made under this part and
the interest paid by the Fund on obligations incurred under subsec-
tion (a) of this section shall be paid into the Fund out of receipts
specified in section 203 of this Act. '

(¢) Receipts from loans made pursuant to this part are authorized
to be made available for the purposes of this part. Such receipts and
other funds made available for the purposes of this part shall remain
available until expended.

Sec. 903. Lenpine Crrrine axp Teruinarion—(a) The United
States Export Development Credit Fund shall not have outstanding
at any one time loans in an aggregate amount in excess of one-fourth
of the amount specified in section 7 of the Export-Import Bank dct
of 1945 on July 1, 1973.

(b) The United States Export Development Credit Fund shall con-
tinue to exercise its functions in connection with and in furtherance
of its objects and purposes until the close of business on December 31,
1977, but the provisions of this section shall not be construed as pre-
venting the Fund from acquiring obligations prior to such date which
mature subsequent to such date or from assuming prior to such date
liability as acceptor of obligations which mature subsequent to such
date, or from issuing either prior or subsequent to such date, for pur-
chase by the Secretary of the Treasury or any other purchasers, its
obligations which mature subsequent to such date or from continuing
as an agency of the United States and ewercising any of its functions
subsequent to such date for purposes of orderly liquidation, including
the administration of its assets and the collection of any obligations
held by the Fund,

SEec. 994. Rerorrs o 18E CoNGrRESS.—T he President shall transmit
to the Congress semiannually a complete and detailed report of the
operations of the United States Ewport Development Credit Fund.
The report shall be as of the close of business on June 30 and Decem-
ber 31 of each year and shall be submitted not later than ninety days
thereafter.
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Sec. 905. Apministrarion of Fuwp.—(a) The President shall
establish a committee to advise him on the exercise of the functions
conferred wpon him by this part. The committee shall include the
Secretary of Commerce, the Secretary of the Treasury, the Secretary
of State, the President of the Export-Import Bank, and the Admin-
istrator of the Mutual Development and Cooperation Agency.

(b) The authorities available to administer part I of this Act or
any portion thereof, shall be available to administer this part.

Skec. 906. Provisions For Losses.—Ten per centum of the amount
authorized to be borrowed under subsection 902(a) shall be reserved
and may be used to cover any losses incurred on loans extended under
this part. Receipts specified in section 203 of this Act may also -
be paid into the Fund for the purpose of compensating the Fund
for any such losses. :

SEec. 907. Exporr-IMporr Bank Powers.—Nothing in this part
shall be construed as a limitation on the powers of the Export-Import
Bank of the United States.

Sec. 908. Promisirion on Loans ror DEFENSE ARTICLES OR SERV-
1ces.—The authority contained in this part shall not be used to extend
credit in connection with the sale of defense articles or defense serv-
ices. This provision may not be waived pursuant to section 614 of this
Act or pursuant to any other provision of this or any other Act.

Sec. 909. DeriNiTIONS.—AS$ used in this part, “lowest-income coun-
tries” are those countries which need concessional foreign exchange
financing from the United States or other international donors to
finance goods and services on terms they can reasonably afford, with
particular emphasis on countries in which per capita national product
w8 less than 8375 a year.

THE FOREIGN MILITARY SALES ACT

AN ACT To consolidate and revise foreign assistance legislation relating to
reimbursable military exports
A

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That this Act may be cited
as ‘“The Foreign Military Sales Act”.

Chapter 1—FOREIGN AND NATIONAL SECURITY POLICY
OBJECTIVES AND RESTRAINTS

* * * * * * *

Skc. 3. ELicisiLiry.~—(a) * * *

[(b) No sales, credits, or guaranties shall be made or extended under
this Act to any country during a period of one year after such country
seizes, or takes into custody, or fines an American fishing vessel for
engaging in fishing more than twelve miles from the coast of that
country. The President may waive the provisions of this subsection
when he determines it to be important to the security of the United
States or he receives reasonable assurances from the country involved
that future violations will not occur, and promptly so reports to the
Speaker of the House of Representatives and the Committee on
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Foreign Relations of the Senate. The provisions of this subsection
shall not be applicable in any case governed by any international
agreement to which the United States is a party.]

(b) No sophisticated weapons, including sophisticated jet aircraft
or spare parts and associated ground equipment for such aircraft, shall
be furnished under this or any other Act to any foreign country on or
after the date that the President determines that such country has vio-
lated any agreement it has made in accordance with paragraph (2)
of subsection (a) of this section or section 505 (a) of the Mutual Devel-
opment and Cooperation Act or any other provision of law requiring
stmilar agreements. The prohibition contained in the preceding sen-
tence shall not apply on or after the date that the President determines
that such violation has been corrected and such agreement complied
with. Such country shall remain ineligible in accordance with this sub-
section until such time as the President determines that such violation
has ceased, that the country concerned has given assurances satisfac-
tory to the President that such violation will not reoccur, and that, if
such violation involved the transfer of sophisticated weapons without
the consent of the President, such weapons have been returned to the
country concerned.

* * * * * * *

Chapter 2—FOREIGN MILITARY SALES AUTHORIZATIONS

. * * * * * *

Sec. 23. CreEpiT SAaLEs.—The President is hereby authorized to
finance procurements of defense articles and defense services by
friendly countries and international organizations on terms of repay-
ment to the United States Government of not less than the value
thereof in United States dollars within a period not to exceed [ten]
twenty years after the delivery of the defense articles or the rendering
of the defense services.

Sec. 24. GuARANTIES.—(a) The President may guarantee an indi-
vidual, corporation, partnership, or other juridical entity [doing
business in the United States] (excluding United States Government
a§encies) against political and credit risks of nonpayment arising out
of their financing of credit sales of defense articles and defense services
to friendly countries and international organizations. Fees shall be
charged for such guaranties.

* * * * * * *

(¢) Funds made available [pursuant to section 317 to carry out this
Act shall be obligated in an amount equal to 25 per centum of the
principal amount of contractual liability related to any guaranty issued
under this section, and all the funds so obligated shall constitute a
single reserve for the payment of claims under such guaranties. Any
funds so obligated which are deobligated from time to time during any
current fiscal year as being in excess of the amount necessary to main-
tain a fractional reserve of 25 per centum of the prineipal amount of
contractual liability under outstanding guaranties shall be transferred

98-438 O-73 -7
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to the general fund of the Treasury. Any guaranties issued hereunder
shall be backed by the full faith and credit of the United States.

Chapter 3—MILITARY EXPORT CONTROLS

Sec. 31. AUTHORIZATION AND AGGREGATE CEILING oN ForEIgN
MiviTary SaLEs CrEpiTs.—(a) There is hereby authorized to be
appropriated to the President to ¢ out this Act not to exceed
[$400,000,000] $450,000,000 for the fiscal year [1972] 1974. Un-
obligated balances of funds made available pursuant to this section
are hereby authorized to be continued available by appropriations
legislation to carry out this Act.

(b) The aggregate total of credits, or participations in credits, ex-
tended pursuant to this Act [(excluding credits covered by guaranties
issued pursuant to section 24(b) ) andl(l)% the face amount of guaranties
- issued pursuant to sections 24 (a) and (b) shall not exceed $550,000,000

for the fiscal year 1972, of which amount not less than $300,000,000
shall be available to Israel only] and of the principal amount of loans
guaranteed pursuant to section 24(a) shall not exceed $760,000,000 for
the fiscal year 1974, of which amount not less than $300,000,000 shall be
avalable to Israel only.

L * *® * * * *x

Sec. 33. REcronaL Cemmings oN ForelaN MILITARY SaLEs.—(a)
The aggregate of the total amount of military assistance pursuant to
the Foreign Assistance Act of 1961, as amended, [of cash sales pur-
suant to sections 21 and 22,] of credits, or participations in credits,
financed pursuant to section 23 [ (excluding credits covered by guaran-
ties issued pursuant to section 24 (b)), of the face amount of contracts
of guaranty issued pursuant to sections 24 (a) and (b)] of the principal
amount of loans guaranteed pursuant to section 24(a), and of loans and
sales in accordance with section 7307 of title 10, United States Code,
shall, excluding training, not exceed [$100,000,000] $150,000,000 in
each fiscal year for Latin American countries.

(b) The aggregate of the total amount of military assistance pur-
suant to the Foreign Assistance Act of 1961, as amended, [of cash sales
pursuant to sections 21 and 22, of credits, or participations in credits,
financed pursuant to sections 23 [(excluding credits covered by guar-
anties issued pursuant to section 24(b)), and of the face amount of
contracts of guaranty issued pursuant to sections 24(a) and (b)] of the
principal amount of loans guaranteed pursuant to section 24(a) shall,
excluding training, not exceed $40,000,000 in each fiscal year for
African countries.

(¢) The limitations of this section may not be waived pursuant
to any authority contained in this or any other Act unless the President
finds that overriding requirements of the national security of the
United States justify such a waiver and promptly reports such finding
to the Congress in writing, together witfx) his reasons for such finding.
In any case in which the limitations of this section are waived under
the preceding sentence, the report required under such sentence
shall set forth, in detail, the [expenditures] amounts of assistance,
credils, guaranties, and ship loans proposed to be made in excess of
the geographical limitation applicable under this section. Notwith-
standing the foregoing provisions of this subsection, in no event shall
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the aggregate of the total amount of military assistance pursuant to
the Foreign Assistance Act of 1961, [of cash sales pursuant to sections
21 and 22,] of credits, or participations in credits, financed pursuant
to section 23 [(excluding credits covered by guaranties issued pursuant
to section 24(b)), of the face amount of contracts of guaranty issued
pursuant to sections 24 (a) and (b)] of the principal amount of loans
guaranteed pursuant to section 24(a), and of loans and sales in accord-
ance with section 7307 of title 10, United States Code, exceed any
geographical ceiling applicable under this section by more than an
amount equal to 50 per centum of such ceiling.

* * * ] ] ] ]

Sec. 36. REporTs ON COMMERCIAL AND GOVERNMENTAL MILITARY
Exports.—[(a) The Secretary of State shall transmit to the Speaker
of the House of Representatives and the Committee on Foreign Rela-
tions of the Senate semiannual reports of all exports during the pre-
ceding six months of significant defense articles on the United States
munitions list to any foreign government, international organization,
or other foreign recipient or purchaser, by the United States under this
Act or any other authority, or by any individual, corporation, partner-
ship, or other association doing business in the United States. Such
reports shall include, but not be limited to, full information as to the
particular defense articles so exported, the particular recipient or
purchaser, the terms of the export, including its selling price, if any,
and such other information as may be appropriate to enable the Con-
gress to evaluate the distribution of United States defense articles
abroad. In preparing such reports the Secretary of State is authorized
to utilize the latest statistics and information available in the various
departments and agencies of the Government.]

E(b)](a) There shall be included in the presentation material sub-
mitted to the Congress during its consideration of amendments to this
Act, or of any Act appropriating funds pursuant to authorizations con-
tained in this Act, annual tables disclosing the dollar value of cash and
credit foreign military sales orders, commitments to order, and esti-
mated future orders under this Act and estimates of commercial sales
orders and commitments to order received directly from any country
or international organization by any individual, corporation, partner-
ship, or other association doing business in the United States. The data
reported shall be set forth on a country-by-country basis and shall be
summarized on an economically developed country-economically less
developed country basis.

L(c)1(b) Nothing in this section shall be construed as modifying in any
way the provisions of section 414 of the Mutual Security Act of 1954,
as amended, relating to munitions control.

Skc. 37. FiscaL ProvisioNs RELATING TO FOREIGN MILITARY SALES
CrepITs.—(2) * * *

(b) Amounts received from foreign governments and international
organizations as repayments for credits extended pursuant to section
23, amounts received from the disposition of instruments evidencing
indebtedness under section 24(b) (excluding such portion of the sales
proceeds as may be required at the time of disposition to be obligated as a
reserve for payment of claims under guaranties issued pursuant to section
24(b), which sums are hereby made available for such obligations), and
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other collections (inciuding fees and interest) shall be transferred to the
miscellaneous receipts of the Treasury.

* * * * * * *

Secrion 5 or THE FIsHerMEN’s ProTECTIVE AcT oF 1967

[Skc. 5. (a) The Secretary of State shall—
[ (1) immediately notify a foreign country of—

[(A) any reimbursement made by the Secretary of the
Treasury under section 3 as a result of the seizure of a vessel
of the United States by such country,

[(B) any payment made pursuant to section 7 in connec-
tion with such seizure, and

[(2) take such action as he deems appropriate to make and
collect claims against such foreign country for the amounts so
reimbursed and payments so made.

[(b) If a foreign country fails or refuses to make payment in full
on any claim made under subsection (a) (2) of this section within one
hundred and twenty days after the date on which such country is noti-
fied pursuant to subsection (a) (1) of this section, the Secretary of
State shall transfer an amount equal to such unpaid claim or unpaid
portion thereof from any funds appropriated by Congress and pro-
gramed for the current fiscal year for assistance to the government
of such country under the Foreign Assistance Act of 1961 unless the
President certifies to the Congress that it is in the national interest not
to do so in the particular instance (and if such funds are insufficient
to cover such claim, transfer shall be made from any funds so appro-
priated and programed for the next and any succeeding fiscal year)
to (1) the Fishermen’s Protective Fund established pursuant to sec-
tion 9 if the amount is transferred with respect to an unpaid claim
for a reimbursement made under section 3, or (2) the separate account
established in the Treasury of the United States pursuant to section
7(c) if the amount is transferred with respect to an unpaid claim for
a payment made under section 7(a). Amounts transferred under this
section shall not constitute satisfaction of any such claim of the United
States against such foreign country.]



VIEWS OF HON. WAYNE L. HAYS

I am unable to vote for foreign aid this year because of the Presi-
dential impoundment of funds for housing for the elderly, for con-
struction of needed hospitals, and the partial freeze on highway
funds. There is no way I can satisfactorily explain to myself or my
constituents why I would vote to pour millions and bilhions of doi-
lars into the pockets of foreigners when these essential facilities can-
not be built in the United States.

Wayne L. Havys.

ADDITIONAL VIEWS OF HON. WILLIAM S. BROOMFIELD
AND HON. GUY VANDER JAGT

We are in agreement with the thrust of the new approach to eco-
nomic assistance as approved by the Committee. We Eelieve it is de-
sirable to move to a tll)mctional approach with emphasis on food and
nutrition, population planning and health, and education and human
resources. :

The new approach would place less emphasis on large projects in-
volving the transfer of capital, and more on technical assistance to
help poor people to help themselves. Greater use would be made of
the private sector in providing assistance under the streamlined
program.

We believe the action taken by the Committee to reform our eco-
nomic assistance efforts is a positive step that will result in a more
effective program. However, we are deeply concerned over another
Committee action—the deep cut made in funds for the military as-
sistance program.

The reduction of $102 million will, of necessity, cut sharply into
the modernization program for the armed forces of South Korea, one
of the major recipients of U.S. grant military assistance. The pro-
posed reduction must be considered against the background of sharp
reductions in fiscal year 1972 and fiscal year 1973 when the President’s
requests were cut by one-third. The same situation existed then and
the Korean program was reduced by about 40 percent each year.

The result of these successive reductions is that it will be impossible
to fulfill the five-year Korean modernization program, which was to
give the Republic of Korea the capability of deterring North Korea
and, if attacked, to defend itself with a minimum of U.S. assistance.

The strengthening of the Korean forces has been an important ele-
ment in the Nixon doctrine’s objective of placing a larger defense
burden on our allies so as to raise the level at which U.S. forces might
be called in to fulfill our treaty obligations. ,

The completion of the modernization of South Korean forces would
also enable the United States to complete the withdrawal of its mili-
tary forces from that country where we still have one division and one
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F-4 wing. However, the cut voted by the Committee—if sustained by
the Congress—would have the effect of slowing the pace of our mih-
tary withdrawal from South Korea.
WiLLiaMm S. BROOMFIELD.
GuUy VANDER JaGT.



MINORITY VIEWS OF HON. H. R. GROSS, HON. EDWARD 1J.
DERWINSKI, HON. VERNON W. THOMSON, AND HON.
J. HERBERT BURKE

It’s time to change partners again.

The Agency for International Development (AID) has been the
longest running waltz of any of our foreign aid agencies. This bill
speeds up the pace of giving with a cha-cha to be called Mutual Devel-
opment and Cooperation.

To put first things first. The majority would have the House believe
that this bill resulted from hearings gefore the committee. The fact
is that it was advanced by a rump group of 26 devotees of foreign aid.
Hearings were a pro-forma exercise to justify a measure they had
already agreed to.

The verdict was in. It was just a matter of rummaging around to
pick up some shreds of evidence to support it.

The only substantive changes made by the committee, acting as a
legislative committee under the rules of the House, were to add the
pet projects of the proponents.

The end product is this rhetoric-wrapped package of bologna that
is cut into sections instead of sliced. It costs only slightly more.

In the words of the ATID Administrator the bill “emphasizes the
humanitarian aspects of our program.” What a surprise to the stalwart
supporters of foreign aid who thought all along that that was what we
have been doing !

The most far-reaching change made by this bill starts on page 1,
line 3, and runs through page 1, line 4. The Foreign Assistance Act is
out and the Mutual Development and Cooperation Act is in.

It would have been more meaningful 1f this had been called the
Foreign Assistance Subsidy Act of 1973 and the Years to Come.

There is something for everybody in the bill. If any deserving group
is omitted from the subsidy list, it is simply oversight, not deliberate.

Universities and private organizations and contractors, traditionally
the “best kept” of the groups, will not suffer under this bill. The only
disadvantage they will suffer is that they will have to share more of
the bounty with other groups.

Business and banking support is assured through the new Export
Development Credit Fund, financed through back-door devices that
avoid the appropriations process.

The maritime industry is taken care of with differential payments
made out of foreign aid funds.

Cooperatives get a cut as does the housing industry.

Labor blankets everything. A favorite cliche trotted out by pro-
ponents is that foreign aid creates jobs. This is an Alice in Wonder-
land bit of economics. The workers work so they can pay taxes which
are used to buy the goods they produce which, in turn, are sent abroad
to assure that the workers can continue to work. It’s like the old comic
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strip of the two families who made their living by taking in each
other’s laundry.

For some reason only the fishing interests got a setback. The bill
repeals several sections of existing Jaw that authorizes punitive meas-
ures against countries seizing U.S. fishing vessels.

In their zeal to promote this newly unearthed humanitarianism the
sponsors did not bother to examine past shortcomings and failures. It
was too time-consuming to inquire how this new thrust would over-
come the deficiencies of the old push. There was a lot of spilled verbiage
about reaching the people—but no one asked how we are going to do
that if the governments and leaders are not agreeable.

We should have learned from experience in Sukarno’s Tndonesia
and Ghana, to name only two instances, that local leaders, no matter
how they come to power, control the disbursement of foreign as well
as domestic resources. When Ghana became independent, the country
had a swollen treasury; when Nkrumah left, the till was empty. His
honor was not without profit !

No matter how you try to explain it, nothing in this bill will prevent
a repetition of such instances.

As evidence of their noble intentions, proponents lay stress upon
programs for food, health, and education—and specific sums are voted
for each of these categories. But read on. The next sections cover
Selected Development Problems and Selected Countries and Orga-
nizations. These are the wild cards in the deck. Finally, no matter
what the specific sums determined by the Congress for each of these
categories, there is a provision for a 15 percent transfer between
categories.

More than a decade ago foreign aid devotees touted the thought that
aid was shifting from a grant to a loan basis. Congress voted specific
sums that were to be lent abroad. Tantalizing arguments were ad-
vanced that some day some of our foreign aid money would come back.
A very small “some” of it is coming back. But this bill pushes it right
back on the lending circuit. So much for that illusion !

Lending can continue under this bill—but you can bet it will not
be much of an item. The $718 million authorized for development
assistance can be used by the President to furnish assistance on such
terms and conditions as he may determine. This is another way of say-
ing it will be grants instead of loans.

If any country is foolish enough to borrow, it can do so at the pre-
vailing rates in existing law—2 percent for the first 10 years and 3 per-
cent for the balance of the loan period. The only way an American
citizen can borrow today at those rates is to declare himself an inde-
pendent country and apply for a loan.

This bill is predicated on the assumption that all’s right with the
United States. With the $2.8 billion in this bill one would never sense
that we are suffering from mounting inflation, a credit squeeze, and a
spreading shortage of basic commodities. Notwithstanding massive
doses of foreign aid, a quarter of a century of it sees the United States
with less prestige and respect abroad than ever before.

Tt takes more courage than we can muster to support this bill.

H. R. Gross.

Ebpwarp J. DERWINSKI.
Vernox W. THOMSON.
J. HErRBERT BURKE.



ADDITIONAL VIEWS OF HON. J. HERBERT BURKE

I voted against reporting our H.R. 9360, the Foreign Aid Bill. I did
so, not because I am against Foreign Aid per se, or because I am
against giving assistance to those who need help, but I did so because
I feel that our Foreign Aid program should be of help primarily to
our American taxpayers.

In fact, in retrospect, it would seem to me that the plight of our
American taxpayer, and our present economic problems can be partly
blamed on our over zealous approach, over the years, that we should
give away our natural resources and encourage foreign economic com-
petition whether contrary to our own best interests or not.

The American taxpayer, for too long, has been contributing to For-
eign Aid under various Foreign Aid programs on the basis that we
had the responsibility to become the world’s “Big Daddy.” True, we
have accomplished some good in many fields, but the good that has
been accomplished is in no way equal to the billions of dollars that
have been wasted in Foreign Aid under our Foreign Assistance pro-
%‘l;amﬁ since the announcement of the Marshall Plan following World

ar IT.

It is my honest opinion that it is time for the Members of Congress
to insist that any Foreign Aid program that we participate in be of
direct benefit either to our national security or to our basic foreign
economic security. This seems to me in the main to be the principal aim
of the Foreign Aid or Foreign Assistance Program of other nations.
We no longer can afford the illusion that our country does not have
economic problems, nor should we continue to delude ourselves with
the erroneous concept that we are the richest country in the world
because of our potential gross national product which increases on
paper with each inflationary spiral, unless we take into consideration
our national debt as well as the amount of American dollars presently
in Foreign hands and which we would be unable to redeem if called
upon to do so by payment in gold. To sum it up, we can no longer af-
ford such foolish generosity which led to the policy by which we have
handed out, in the past, over 200 billion dollars in Foreign Aid and
Foreign Assistance under our “giveaway” programs.

Times have changed in America.

Our dollar has been devalued. Taxes are higher. Inflation which has
been eroding the purchasing power of the American taxpayers dollar
cannot be halted by a simple snap of our finger, or by wishful thinking.
We have a severe imbalance with respect to our foreign exports in
comparison to our foreign imports.

The blunt truth is that the time has come when we must put our
own economic house in order. In addition, we must think of our own
economic security and welfare first.

‘When our own economic problems are solved, then we perhaps can
help the rest of the world in keeping with our parctice of helping
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others to help themselves. In the meantime it seems to me that the time
has come when we should call upon the other countries to give away
some of their resources which they have accumulated over the past 30
to 40 years because of the beneficence and generosity of the United

States of America and the United States taxpayer.
J. HerBeERT BURKE.
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