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EXECUTIVE SUMMARY

RDP _IN BRIEF

The Reimbursable Development Program (RDP) is a program through
which friendly countries, international organizations and voluntary
non-profit relief agencies purchase goods and services (primarily
technical services) from or through USG agencies when such purchases
are consistent with the general purposes of Part I of the Foreign
Assistance Act. Most USG agencies cannot respond to such reguests
directly, but can do so if AID makes a determination that the
Proposed action is consistent with the provisions of Section 607(a)
of the Foreign Assistance Act. Such "607 determinations" constityte
the approval of individual activities* under the RDP. Most of the
Timiting provisions of the Foreign Assistance Act do not apply to the
RDP. The text and some background on Section 607(a) is included in

Appendix A.

Although most of the Provisions of Section 607(a) date from the 19505,
the RDP in roughly its present form began in 1963 with the approval of
a proposal for the U.S. GeoTogical Survey (USGS) to undertake a mineral
resource survey for the Government of Saudi Arabia, U.S. relations
with Saudi Arabia, o*her non-AID recipients, and AID graduate countries
such as Iran and Libya, were important to the achievement of U.S.

foreign policy objectives and the U.S. wished to maintain a developmenta]

*Activities are the equivalent under RDP to projects under regular AID
programs.
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relationship with these countries. A number of these countries
were still relatively under-Jjeveloped and needed technica]
assistance even though they had sufficient financial resources to
pay for their needs. The intent of the program was to facilitate
the continued access by thece countries to U.S. technology and

technical experts, thereby also strengthening commercial ties.

As the number of AID graduate countries increased, there was

increased pressure within the USG to expand technical cooperation with
these ex- and non-AID recipient countries. Although the RDP

increased in number of activities and participating countries, it was

still a very marginal operation until the petroleum cric s of 1973-74,
In 1974, Congress enacted a new Section 661 in the Foreign Assistance

Act authorizing the President to use $1 million (FY 1978 authorization

is $2 million):

1) to facilitate open and fair access to natural
resources of interest to the U.S.; and
2) to stimulate reimbursable aid programs consistent

with Part I of the Act.

AID began to step up its support for the program, and in 1976 a
coordinator for reimbursable programs was hired from the private

sector and attached to the Office of the Administrator with a
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mandate to administer the new Section 661 authority. With an eye
on the rising patro-dollar balances, the objective of the RDP shifted
from responding to requests for technical services to maximizing the
sales of both U.S. goods and technical services. This focus continued

with the new management of the RDP program under the current administration.

Through FY 1977, cumulative reimbursements totalled $178.9 million,

of which 96 percent were accounted for by five countries (Saudi

Arabia, Iran, Kuwait, Zaire and Nigeria). Saudi Arabia alone accounted
for 86 percent of the program. Potential additional purchases from
already approved activities (as of 9/30/77) total $792 million;

again a small number of countries dominate: Saudi Arabia ($593 million),
Iran ($171 million) and Nigeria ($17 million). In one sense, the

Saudi Arabia program should be excluded from the data because the
Treasury Department is playing the role for the Saudi Arabia program

that AID normally plays for other progranms.

In spite of the dominance of a few countries in the dollar value of
cumulative and potential reimbursements under the current program, 56
countries and 10 international organizations have participated in the
RDP since 1963. The region with the largest number of participating
countries is lLatin America (18), of which 10 are AID recipients.

Forty-eight (48) percent of the program could be categorized as falling
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within the categories of Food and Nutrition or Education and
Hunian Resources; 86 percent would fit current Agency definitions of
development projects. Environment/Natural Resources and Housing/
Urban Development are the principal sub-categories in what would
be categorized as Selected Development Problems. The primary
activity that accounts for the balance of the program that is not
categorized here as development is that of the Federal Aviation
Administration (FAA) -- highly specialized services and equipment
(e.g., for air traffic control) which are purchased by both developing

and industrialized countries.,

PRINCIPAL ISSUES

The principal issues or questions addressed in this appraisal are as
foilows:
1) What are the objectives of the program? Should
they be modified?
2) How should success/failure of the program be measured?
3) How effective are program development tools?
4) Should the RDP continue within AID?

5) Can management of the RDP be improved?
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SUMMARY CONCLUSIONS AND RECOMMENDATIONS

I. What are the objectives of the program? Should they be modified?

Conclusions: (1) Beginning in 1975, the raison d'etre for the program

shifted from meeting the technical assistance needs of non-AID recipient
LDCs to promoting the sales of U.S. goods and services, Maximizing
sales became the Program’'s overriding objective,

(2) This sales image has resulted in tensions in relations
with the U.S. Department of Commerce, the Bureau of Economic and Business
Affairs of State and a number of U.S. Embassies abroad because AID
seemed to be intruding into their turf. Congressmen have also
questioned whether the Program should not be given to the Department
of Commerce and Embassy commercial officers to administer. Within
AID, objections have been raised to using limited funds and personnel
ceilings for a "non-development program" oriented toward the richer
LDCs.

(3) The RDP is, in fact, more developmental than
generally assumed. However, it would Tikely be more so if its
primary objective were a “technology for development" focus rather

than a "sales" focus.

RECOMMENDATION: That the focus of the RDP be changed to "technology for
\

development”" and that a strategy paper be prepared indicating target

———————

countries (based on broader U.S. interests than just sales potential)

and priorifyviechnical areas fot_ggggram development efforts,

—
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II. How should success/failure of the program be measured?

Conclusions: (1) Based on the current objective of sales
promotion, the primary criterion of success should be the dollar valye
of all activities plus the sales by the private sector which result
from Section 661 or 607 activity. Data on private sector sales
generally are not available.

(2) With the developmental focus recommended, evaluation
criteria would focus on the number and types of activities
carried out in target countries and the reaction of the country. For
example, one would ask such questions as: Are the activities making
a significant contribution to the country's development effort -- in
the judgment of the country? Are they contributing to other U.S.
objectives in the country? The dollar value of activities in a country

would be a less important indicator of success.

IIT. How effective are program development tools?

Conclusions: (1) The principal program development efforts during

the last year have been trips to the field by RDP managers, the
funding of Section 661 project definition missions, and advance of
Section 661 funds to selected USG agencies for promotional trips. The
RDP has also been discussed at regional meetings of Embassy commercial

officers,
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(2) Although regional RDP attach€ positions have been
approved within AID, they have been vacant for most of the last year
because those hired by the previous administration were relieved, and
there were difficulties in recruiting successors, in obtaining Ambassadorial
MODE clearance, and in obtaining Ambassadorial concurrence in position
descriptions and clearance for individual candidates.

(3) Since the RDP hac Tow priority within the Agency
until 1975 and has not been able to mount an effective program
development effort since that time, it is difficult to judge whether
the present program development tools are adequate.

(4) Furthermore, some tools have not been used, e.q.,
the facility provided in the legisiation to defer payment until 180
days after the end of the fiscal year in which the services are
provided -- at no interest charge (called reimbursement) and the
"deferred payment" provision which allows the country to take three
years to pay -- but with interest at an Export-Import Bank rate of
interest.

(5) Some people feel that the cost of U.S. technicians
is so high that program development efforts will continue to be
marginally effective, particularly in the less affluent AID graduate
countries, unless some means can be found of reducing costs. The

most frequently proposed "solution" to this problem is "topping off",
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T.e., having the USG cover part of the salary and allowances of

the U.S. experts.
RECOMMENDATIONS (1) That the current program deve]opment effort

be strengthened along the lines set forth in the report (pp 38- 40, 47-8).

= s = S

(2) That Procedures be developed to facilitate the

e

Tt

ut111zat10n of the "reimbursement" mechanism, at least on a trial
basis in two or three countries.

(3) That further attempts be made to reduce the

costs of technical serv1c9c prov1ded _under the RDP or m{f?aafé their

——————

effects. Some suggestions are provided on pp. 40-41,

(4) That the "topping off" or a similar mechanism

——

to reduce the costs of U.S. experts be considered on1y fSF“VEFy“‘“‘

——

unusual cases, e.qg., Nigeria with its Tow income per capita (less

i
than $300), and after consultation with appropriate members of Congress.

IV. Should trae RDP continue within AID?

Conclusions: (1) The RDP should be ragarded as a developmental

Program and could become more effective if jts primary objective
were changed to focus on meeting technology requirements of target
non-AID recipient countries. Thus the Administrator of AID should be

interested in strengthening the program in the context of his broader
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responsibility as head of the Development Coordination Committee (DCC)
and as the President's chief advisor on development in the LDCs,

(2) Since the RpP is different from and marginal to
cther AID activities, yet competes somewhat for management attention,
personnel positions and funds (operating expense and Section 661
program development activities), it might be appropriate to pull RDP
out of AID and put it elsewhere in the proposed new IDCA structure --
possibly the proposed new Foundation for International Technological

Cooperation.

V. Can Management of the RDP be improved?

Conclusions: (1) Management of the program can be improved,
Improvements are needed in documenting the procedures for approving
and implementing the program, for reporting on the program and for
monitoring and evaluating the program. Specific suggestions are
made in the report (pp. 51-55).

(2) The on board RDP staff is not adequate to handle
the current workload, let alone the additional work recommended herein.
This problem can be alleviated by the provision of additional support
from the PDC Bureau and other parts of AID, by improving productivity
of the RDP office, and by contracting for some program development
support.

(3) The RDP office nas had difficulty placing its RDP

attachés in selected Embassies abroad, primarily because the role
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envisioned for the Attaché overlapped with that of Embassy commercial
officers. The RDP office does not have State Bureau clearance for

stationing an officer in the Persian Gulf area, a clearly priority area,

RECOMMENDATIONS: (1) That steps be taken to improve the productivity

of the ROP office and to provide the office with some additional

— :mﬂ
support -- specific suggestions are provided in pp. 56-58,

(2) That RDP field positions be designated Inter-

————

national Development Attaches and their job description modified

accordingly. With RDP acceptance of this and other suggestions on
overseas staffing (pp. 59-61), AID management should encourage the
Bureau for Near Eastern and South Asian Affairs to accept the
recommendation of the RDP office and the resident U.S. Ambassador that

an ROP Attaché he assigned.to Noha, Qatar.
p— e ————

%
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I. SCOPE OF THIS APPRAISAL

This appraisal reviews the Reimbursable Development Program

(RDP) , a program administered by the

Office of Reimbursable Development Programs of the Bureau for Private
and Development Cooperation (PDC/RDP). The RDP has evolved from
Section 607(a) of the Foreign Assistance Act of 1961, as amended,
which authorizes the President to facilitate the purchase by friendly
countries, international organizations, and voluntary nonprofit relief
agencies of U.S. goods and services through U.S. Government (USG)

1/

auspices.—

This appraisal reviews the operation of the RDP, its basic objectives
and other issues which are mentioned beiow. This appraisal does not,
however, include an evaluation of the specific activities carried out
under the RDP. There have been no visits to countries buying
technical services under the RDP nor discussions with nationals of

those countries.

Specific jssues or questions that will be addressed in this appraisal

include the following:

1) What are the objectives of the program? Should they be modified ?

1/ The provision of domestic excess property on a reimbursable basis,

~  which is authorized under 607(b) of the Foreign Assistance Act, is
not considered part of the RDP and has not been reviewed in this
appraisal report.



How should success/failure of the program be measured?
How effective are program development tools?
Should the RDP continue within AID?

Can management of the RDP be improved?

{4
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II. RDP: A BRIEF DESCRIPTION

A. Evolution of the Program

The legislative authority for furnishing commodities and
services on a reimbursable basis dates from the 1950s, but this report
focuses only on the successor legislation (Section 607(a) of the
Foreign Assistance Act of 1961, as'amended) and the cempanion section
(Section 661) which was passed in 1974. The text of Section 607(a),
with some historical background on the section, 1is included in

Appendix A.

The underlying rationale for the 607 legislation is that most U.S.G.
~departments are prohibited from operating overseas in their own right,

Some which have authorization have no funds for that purpose. Thus;
Section 607 provides the needed authority for the agencies to make
contracts with foreign governments. However, under Section 607 the actions
to be undertaken need to be fully reimbursed (the international programs
offices of most of the other USG agencies receive no appropriated

funds) and need to be consistent with Part I of the Foreign Assistance

Act. AID makes a determination regarding this consistency as part of

the approval of each activity carried out under the authority of

Section 607.

The RDP, or self-financed technical services program as it was called earlier

began to receive management attention in the early to mid-1960s.
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There were countries with which there had been a bilateral assistance

<F

relationship (e.g., Iran, Libya) which was being terminated because
they had become relatively high income countries as a result of oi]
revenues. Because of political/security reasons (e.g., with iran

in terms of East-West re]ation§) or economic reasons (e.g., private
investment 1in Libya), our Ambassadors in those countries, with State
Department support, wished to maintain a developmental relationship
with those countries. A similar objective (to develup a continuing
government to government relationship) existed with regard to relations

with Saudi Arabia which had never been an AID recipient.

These countries vere stil] relatively under-developed and needed
technical assistance even though they had sufficient financial resources
to pay for their needs. The coUntries had become familiar with u.s.
technology and technical experts and wanted to continue to have access
to them. In addition to the political/security/economic reasons cited
above for wishing to be responsive, it was considered in the long term
commercial interest of the U.S. to facilitate this access. It was

(and is) assumed that if a U.S. technician helps prepare a feasibility
study or scope of work, U.S. engineers or other design experts wilT

have a better chance of competing. Similarly, if U.S. technical experts
design a project, U.S. contractors and suppliers of commodities are apt

to be favored -- or at least be in a better pesition to compete.,
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In 1963, the first activityl/ of what is currently referred to as
the RDP was approved in Saudi Arabia. It was for a mfnera] resource
Survey by the U.S. Geological Survey (USGS). The Initial Estimated
Value of ysg services that would be purchased

by the Saudi Arabian Government over the 1ife of the activity wag
$23 million. The project was still active at the end of FY 1977 and

. . 2/
cumulative reimbursements— totalled over $32 million.

There are records of some minor technical assistance in Iran in 1967,
but nothing seems to nave materialized in Libya. One of the problems
at the time was that even though Libya wanted to continue some of the
AID technicians serving in Libya at the time of the phaseout of the
bilateral program, it was unwilling to pay the full salary costs that
AID was paying because the salaries exceeded the salary of government
ministers. RDP was the only tool available, and there was no means of

"topping of f" the salaries by the USG.

1/ “Activity™ as used herein is roughly comparable to a project 1in
the bilateral program. However, "activity" is used because the
development and approval process is so different from the bilateral
program and because many of the Section 607 activities correspond
more to "project development and support” activities of the
bilateral program than to projects as defined in Handbook 3.

2/ RDP reports use the term “Committed Value," which appears generally
to be obligations of funds by the implementing agency against the
advance of funds made by the purchasing country or “nternational
organization. However, “reimbursement™ is used herein as being a
more easily understood term even if not technically correct in
terms of the process.



-6 -

With additional countries becoming AID bilateral assistance "graduates,’

and the likelihood of even more, increasing cohcarn was expressed in the late
1960s about the need for naw means of expanding U.S. technical cooperation
With non-AID countries. The expressions of concern came not only from the
Department of State, but from.universities wnich had established
relationships with these countries‘és implementing agents for AID's

bilateral assistance projects. With phaseout there was no apparent

means for maintaining the relationships, particularly since many of

these institutions could not contract with a foreign government

even if the government was prepared to do so.

As a result of the pressure that was building, a special group was
established to look at the problem: the Inter-Agency Working Group
on Technical Cooperation. The Working Group submitted a detailed
report in 1969. Following discussions of the report with the President's
Science Advisor, the Secretary of State wrote the AID Administrator
requesting him to expedite responding to the recommendations of the
working group. The Secretary expressed concern that the U.S. was not taking
advantage of the increasing opportunities for technical cooperation
with former AID and non-AID developing countries. His rationale for an
expanded program was:

"Such association could serve to promote U.S. commercial

interests as well as our interests in improved inter-

national relations and understanding while also being of

value to a wide variety of U.S. Government Agencies and
private organizations."
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The Working Group's recommendations, which went beyond strengthening

the RDP, were incorporated in the subsequent Peterson group

recommendations which resulted in a proposal to Congress in 1971 to
establish a new International Development Corporation. Given that

this broader Program was submitted to Congress, AID did litt]e about
gggfworking Group's report. However, AID did eventually (1972) establish as
/of S;:cia] Technical Services in the Technical Assistance Bureau to

manage the RDP program. However, the Administrator decided not to

assign technical cooperation attachés abroadand 'to rely heavily on

private sector organizations to drrange and provide reimbursable

services.

The U.S. political, security, economic and commercial interests which
gave the first impetus in the early 60s to the current RDP program
were magnified in importance with the petroleum crisis of 1973. Both
the Executive Branch and the Congress looked for ways of improving
relations with the newly rich o1l exporters and other higher income
or more technologically advanced countries who were no longer, or

never had been, AID recipients.

In 1974, Congress added a new Section 661 to the Foreign Assistance
Act (text is contained in Appendix B) in which AID was authorized to use
up to $1 million in FY 1975 (52 million was authorized for use in

FY 1978) of the regular AID appropriation:
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1) to facilitate open and fair access to natural resources of
interest to the United States; and

2) to stimulate reimbursable aid programs consistent with Part
I of the Act.
The funds used for purposes of Section 661 may be used notwithstanding

any other provision of the Act.

There appear to have been at lTeast tiree motivations behind the
Congressional action:

1) improve relations with the oil-rich countries and other
countries who were suppliers of raw materials which were critical to
the U.S. economy or U.S. strategic needs;

2) increase sales of U.S. goods and services to the oil-rich
countries; and

3) encourage 0il-rich countries, particularly in the turbulent
Middle East, to direct their energies and newly obtained wealth to

development rather than to arms purchases.

The Department of State was clearly concerned about reasons (1) and (3), as
well as other foreign policy goals. For example, the Department

expended great effort to establish joint economic commissions with
countries such as Saudi Arabia and Iran. The emphasis was to increase

Or create mutually beneficial relationships and patterns that could

Tead to improved long-term relationships. Establishment of bilateral

science and technology agreements and commissions also received
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high priority to offset LDC charges that the u.s. and other
industrialized countries were not sharing their technology with the

LDCs.

By 1974, AID management was becoming more involved with the RDP

Program. However, there was still some concern about devotiﬁg too

many Agency resources to a program that was marginal to the main
mission of the Agency, that of helping the poor in the poor countries.
Chairmanship of the Joint Economic Commission with Saudi Arabia was
assigned to Treasury, and Treasury sought to have AID, under a Section
607 determination, staff a small mission in Riyadh to monitor operations
and provide liaison among Saud; ministries, project directors in the
field and the Treasury Department office managing U.S. participation.
AID management was reluctant to get involved and Treasury established

its own operationa] mechanism,

By 1976, however, AID management began seriously to strengthen

the RDP uperation. A coordinator for reimbursable

programs was hired from the private sector and attached to the office
of the Administrator with a mandate to use the new Section 661 authority
to promote sales under the RDP.  The Special Technical Services Ofrfice
became the Country Financed Services Office and was shifted to the

Bureau for Program and Management Services to manage the 607 program.



-10 -

2%

Private sector sales promotion people were recruited for assignment

abroad as regional RDP attachés.

With the change of administrations in 1977, the RDP coordinator

resigned and was replaced by anothe:' sales-oriented private sector

person. The RDP attachs were relieved, with the intent of replacing
them with other private sector people. However, this was not permitted
because of the hiring freeze that had been imposed because of an impending
reduction in force. In June 1977, the RDP coordinator's office in the
Adminisirator's office was combined with the Country Financed Services
Office to form a new integrated Office of Reimbursable Development
Programs. In the subsequent general AID reorganization, the RDP

office was placed in the Private and Development Cooperation Bureau.

The evolution of the organization of the RDP and the priority assigned

to the.program by AID management is reflected in the data on program progress,
Data on RDP activity is presented in the following section in terms of actual
reimbursements through FY 1977, in terms of the number of Section 607
determinations (i.e., activity approvals) and in terms of "potential™

programs based on activity approvals through September 1977. Potential
prodrams are calculated as the Initial Estimated Value (estimate at the

time the 607 determination is signed) of "open" (still active or potentially
so) determinations, adjusted upward in those cases where actual

reimbursements exceed the Initial Estimated Value, plus actual

reimbursements from "closed" (terminated) 607 determinations.
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B. Program Accomplishments

Cumulative reimbursements through FY 1977 amounted to $178.9
million, of which $141.2 million was during the last two fiscal years. At
first blush, one would conclude that the upsurge of the last two years
was the result of the approva].of Section 661 and the high priority
given to the program b, top AID management. However, as can be seen
from Table 1 below, the bulk of the expenditures are accounted for by
the Treasury-administered Saudi Arabia program -- a program which
resulted from efforts outside of AID and was affected Tittle, or not
at all, by the RDP sales promotion effort. Nevertheless, the Tevel of
expenditures during the las* two years excluding Saudi Arabja is sti]]

higher than the average for earlier years.

As indicated in the last column of Table 1 there is a high level of
potential purchases yet to come from on-going activities for which

607 determinations (approvals) were signed in recent years and which

had not begun disbursing by the end of FY 1977. Again Saudi Arabia

s predominant and Iran also looms large in the figures. The RDP office
has had little to do with Iran; the Department of State provides the

U.S. co-chairman for the Joint Economic Commission with Iran.
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TABLE 1

RDP: Recent Trends

Reimbyrsements ($M111.) Potential
Cum, 10/75 - 10/76 Purchases a/
to 9/75 to 9/76 to 9/77 as of 9/77
Worldwide Total $‘37.7 $ 84.4 $ 56.8 $792.4
Less Saudi Arabia 25.1 79.6 49.7 595.3
World Tess Saudi Arabia $12.6 § 4.8 ¢ 7.1/ $ 1971

a8/ From already approved 607 determinations.
b/ Of which Nigeria 3.0.
¢/ Of which Iran 171.4 and Nigeria 17.0.

In looking at the progress of the RDP program, it seems appropriate to review
2lso the trend in new Section 607 determinations (the approval document for
new activities or, in a few cases, the extension of previously approved

activities). These data are shown in Table 2 below.

There was little activity through FY 1967 (5 determinations). Action Licked
up somewhat from 1968 to 1971,‘given external pressures, but was still a* a
Tow leval. In FY 1972, 22 determinations were approved but the pace slackened
in 1973-4 as the Agency focused its attention on organiziné itself to

respond to the new Congressional mandate on concessional assistance, Beginning

in FY 1975, the interest of the Agency's top managers (reflecting in part
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Congressional passage of Section 661 and the push from State) becomes

evident. Recent higher trends continued in FY 1978 with 34 determinations

approved by the latter part of July.

Table 2

ROP: Trend of 607 Determinations
(Numbers Signed —- by FY of Signature)
(Data as of 9/30/77) :

64-67 68-71 72-4¢ 75 76 77. Cum.
i

£Signed 5 33 47139 28 35 188
Less # closed with !

no expenditures 1 6 613 2 2 20
’ )

7 of Effective Neterminations 4 28 41136 26 33 168
Less # closed with H

expenditures 3 249 344,17 8 3 _89
. . !

' .
£ of current activities, 9/30/77 1 4 7119 718 30 79
(Of which no expenditure by ! .
8/30/77) - (1) (1)1 (3) (6)(15) (26)

Fifty—six (56) countries and 10 international organizations have
Participated in the Rpp Since Juiy 1963 .

Table 3 below provides a breakdown of cumu]ative‘
reimbursements by geographic area and principal couhtries (activities
totaling at Jeast $500,000). Even with Saudi Arabia excluded, the
Near East region (including NOrth Africa and Turkey) is the lTargest
participant in terms of the value of activities. Africa is the next
most important region by value, but Zaire and Higeria account for

virtually al1 of the Africa program..
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The region with the largest number of participating countries is
Latin America. If the Saudi Arabia program were excluded, Latin
America would also have the largest number of activities. However,
the priority accorded the Near East (aside from the special case of
Saudi Arabia) is clear from the number of countries in the region
that are participating, and the nuﬁber of activities being undertaken

as well as the valug of the country programs.

Table 3

RDP: Regions and Principal Particinating Countries

Cumulative Reimbursements

As of 9/30/77 As % of Total
Region Value # of # of # of # of
Country ($ Mi11)  Activ  Ctries Value Activ_ Ctries
Africa 7.4 7 5 4 4 8
laira (4.7) (2)
Nigeria (3.2) (2)
Asia 1.7 21 10 1 12 15
Taiwan (0.9) (10)
Malaysia (0.7) (2) .
Latin America 2.6 50 18 ] 30 27
Trinidad and Tobago (T.0) (2)
Argentina (0.6) (4)
Near East 166.5 56 13 93 33 20
Saudi Arabia (154.2)  (16) (86) (9)
Iran (5.4) (16)
Kuwait (5.4) (3)
UAE (6.5) (4)
International Organizations 0.2 16 10 * 10 15
Industrialized Countries 0.4 18 _10 * 11 15
World-Wide Totals 178.9 168 66 100 100 100

* = Less than !5 of 1%,
Totals may not add due to rounding.

4
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In éummary, the level of reimbursements (exc]uding the Saudi Arabian
progra@Lwhich totals less than $25 mi]]ioq,does not seem very significant
given how long the program has been operating and given that maximization of
sales was the primary objective during the last two years.l/ However,

there have been a number of new activities in the Persian Gulf

states since 1975 which may lead to further cooperation. The

new Nigeria program is a definite plus for ROP. The Venezuela énd

Brazil efforts so far have been disappointing; nevertheless, there are

five open determinations with potential purchases of some $600,000 in

Venezuela and three activities in Brazil with a potential of $300,000.

In relation to the general development and foreign policy objectives,

‘the dollar value of reimbursements is not the only (and probably not

the best) measure of success. In the broader context, it is encouraging

to see such a large number of countries (56) participating in the RDP, even
if the average size of activities are relatively small. Also favorable

is the limited (10 organizations - $200,000) but potential use of the 607
mechanism by international organizations to obtain USG expertise in

LDC programs being financed by the international agencies. There is a
possibility that some of the development financing agencies of the Arab

OPEC countries will seek U.S. expertise through the RDP,

1/ The reimbursements picture would be somewhat more favorable if
private sector sales flowing from RDP activities were included;
however, Tlittle data are available.
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The types of activities carried out under the RDP are quite varied.
Most technical assistance is provided by USG agencies, but AID or
another USG agency may in some cases contract with the private sector
for goods or services on behalf of the purchasing country. This is the
reason why the Saudi Arabian program is so large in dollar value. A
number of international organizations also have been authorized by
Sect1on 607 determinations to purchase items carried on the Federai
Supply Schedule from the General Services Administration, However, GSA
does not.provide the RDP office with data on these purchases so the

program data presented above do not include this type of activity.

There follows a sampling of 607 activities:

(a) mineral resource surveys, e.g., a $34 mi]]ioh project between
the Saudi Arabian Government and the U.S. Geological Survey
from 1963 to 1977;

(b) the placement and training of foreign students
in U.S. universities and colleges, e.g., a $20 million project
between the Nigerian Government and A,1.D.;

(c) specialized equipmént and services in air traffic contro]
from the Federal Aviation Administration (FAA) to both
industrialized and developing countries, e.g., a West German
$5,000 purchase of cathode tubes or a S-year agreement for
equipment and services for Costa Rica;

(d) specialized medical treatment by the Veterans Administration

to such countries as Korea, Argentina and Israel;

T



-17 -

(e) technical assistance in taxation by the Internal Revenue
Service (IRS), e.q., a $540,000 Program with the government of
Tr1n1dad and Tobago between 1968 and 1977;

(f) emergency help 1in dealing with o041 spills and offshore oi]
well leakage by the U.S. Coast Guard in both deve]oping and
industrialized countries;

(g) feasibility studies, technica] services and technical
training by such agencies as the Bureay of Reclamation (BuRec),

Protection
the Bureau of Censys (BuCen), the an1ronmenta]/Agency (EPA),
the Corps of Engineers (COE), the Federa] Highway Administration,
the Customs Service, the U, S. Geological Survey (USGS) and
the Department of Agriculture (USDA) 1in developing countries,
both recipients and non- -recipients of bilateral assistance;

(h) the nearly $700 million of activities promoted by the
Saudi Arabian-U.s. Joint Commission on Economic Cooperation
which are managed/coordinated on the U.S. side by the Depart-
ment of the Treasury; and

(1) short and Tong-term technical services to international
agencies, e.g., FAA to the International Civil Aviation
Organization, BuCen to the U.N. Development Program, BuRec to
IBRD, the Veterans Administration to the Pan Americai Health

Organization, and USGS to the Interamerican Development Bank.
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32

C. MWhy RDP Hasn't Accomplished More

The most frequently cited problem in terms of program acceptance
is the high cost of U.S. technical services. This seems to be of
greatest concern where_these services have been provided previously
under concessiqna] terms. EQen tﬁe newly rich oil exporters are
objecting to U.S. cost schedules , e.9., the 40 percent overhead rate on the

Treasury progfam7in Saudi Arabia is being reduced tq abnut 30 percent

in response to Saudi pressure.

Exacerbating the normal disadvantage of high U.S. salary scales,

most European countries are Providing topping off for their technical
assistance experts. The 0ECD report of February 1978 on cost-recoverable
technical assistance programs provides some infofmation on the practices
of some of the countries. Reimbursement is generally not sought tor
social security and fringe benefits for the country's technical

experts,

Without a systematic and consistent effort at program

development, it is difficult to be sure just how inhibiting the high
cost of U.S. technical personnel is. Unti1'1975-76, there was
Tittle program development aéfivit& -~ other than airgrams to}the
field. As late as 1972, the operational strategy was to inform the
field and U.5s. institutions generally about the program and assume

that private sector organizations, including private voluntary
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organizations,would actually provide the technical services sought
by the LDCs. Even the post-1975 effort has been somewhat hit

and miss.,

Until mid-1977, the effectiveness of the program suffered because

of the split of the operation into two offi.:es. Only two regional

RDP attaché positions were filled before the change in administration,
which resulted in those two being relieved of their positions. The
attach€ in the Near East did not know AID, the other USG agencies

or the Near East; therefora, he was probably just becoming effective
at about the time he was relieved. The establishment of personal
relations and follow-up are essential, and these have not been

accomplished by the field personnel to date.

The lack of field personnel could have been mitigated to a considerable

extent by an aggressive use of Embassy officers in prcgram development.
Embassies

While some/have been active, RDP management concentrated on building

its own staff, based in part on the theory that bureaucrats could not

be good "salespersons. *

Program development efforts will tend to be most effective if they are
based on well-conceived program objectives, translated into a program

strategy and subordinate operational plan(s). The overriding program
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objective in the recent period seems to have been maximization

Ty

of sales, which was not conducive to achieving support from the

rest of AID and seemed to bring the RDP into conflict with the
Department of Commerce and Embassy economic and commercial

officers. The de facto strategy has “een to concentrate on the

Near East oil exporters and other oil exporting nations, but this is
not set forth in any strategy document. Nor is there any operational

plan for implemerting the strategy.

Although other factors have been cited as reasons for the Tow

level of accomplishments of the RDP to date, the choice of priority
objective, the lack of planning, the high cost of U.S. technical services
and the lack of agency enthusiasm for the program (a function, in part,
of the objectives/strateqy during the period of top agency enthusiasm)
seem fundamental. RDP objectives and strategy will be discussed more
fully in the following section. The topping off issue and other factors
involved in program development will be discussed in a subsequent

section.
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ITI. RDP OBJECTIVES

A. Is RDP a Sales or Development Program?

As indicated in Section II., RDP predecessor programs
were not given much priority by AID. What Tittle effort there was (up
to 1975) to expand the Program was made as a result of outside
pressure, e.g., from Ambassadors, the Department of State, the White
House Science Advisor, etc. Understandably, AID had higher priority
concerns related much more directly to jts priority mission; at one

point, AID's very existence was in jeopardy.

In 1975, the AID climate changed. Top management was private sector
oriented, Congress had shown (with the passage of Section 661) that it
was interested in and supportive of the Program and the State Department
and other elements of the USG were pushing to improve relations with the
211 exporting states, particularly those in the Near East. Suddenly,
the reimbursable Program had priority. The stance changed from a
passive one to an active one. Concurrently, the discuscion shifted

from meeting non-AID LDC technical assistance needs to promoting sales
of U.S. goods and services. Maximizing sales became the overriding

objective and thus the principal criterion for success.

To many in AID, a sales program cannot be equated to a development
pProgram. Thus, with new AID management after the change in administration in

1977 and AID's New Directions becomina partially redefined in its Basic Human



-22 -

Needs approach, it was inevitable that the RDP would again be looked
at searchingly -- particularly by those controlling (and those seeking

additional) funds and positions. The organizational down-grading of n

o

the RDP Coordinator's-Office seemed to reflect a lower priority for the
program. The PPC issues paper for the FY 1980 PDC budget review certainly
raises the issue squarely: isn't this a sales program and shouldn't

it be somewhere else in the USG, e.g., the Department of Commerce?

That the program has the "sales" image is understandable given the

shift in emphasis initiated in 1974-75.  The current RDP manager has followed
the trend. He indicated in testimony on the Hill and in internal Agency
discussions that maximization of sales of U.S. goods and services was his
primary objective. In line with that policy, he has sought authority (with
Agency support) to use Section 661 to fund activities that would lead ta
private sales rather than the purchase of technical services from USG
agencies. A recent cable from an RDP attaché illustrates the issue: he
requested that both "development" and "technical® be deleted from subject

lines of cables addressed to him -- apparently because they were inhibiting.

That promotion of sales is the primary objective is not contested by RDP
management; however, ROP management maintains that this issye is
essentially one of semantics. When one says to RDP management, as
Congressmen have: “Then why not give the RDP to Commerce and the Embassy
commercial officers," development is also cited as an important objective
and it is stated that RDP projects are development projects to a very

high degree.
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Whether or not one accepts the thesis that it makes no difference
operat1ona11y whether "sales" or "development" is the pPrimary
objective of the RDP, it is important for the program's image to

test the assertion that RDP activities are developmental. To do
this, a rough categorization was made of the RDP activities by
functional (appropriation) cafegories, with a further breakout of the
Se]ectedTDevelopment Problems category. If the activities generally

fit Sections 103-5 or the areas specifically cited in Section 106,

they were considered developmental.

Using the Initial Estimated Value of open 607 determinations as a base,

a calculation was made for totaT cumulative programs. According to

these data, 48 percent of the Program would fall in Food and Nutrition

and Education and Human Resources categories. Most of the Selected Developme'
Problems activities could be justified in a bilateral program. The
principal exception is the large amount utilized for air transportation

-- highly specialized services and equipment provided by the FAA, e.g.,

for air traffic control. In total, 86 percent of the cumb]ative program is
for.activities which appear to fit current Agency definitions of development
projects. .

Based on the foregoing, it appears that the RpP is much more develop-

mental than generally perceived. However, the foregoing data include

Saudi Arabia and Iran, whose portfolios are extreme]y large in

relation to the rest of the program, and both are countries in which
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the RDP office has not been active. Furthermore, the data encompass
the program since inception. It seemed appropriate, therefore, to
undertake a similar type of analysis of the data for the last three
fiscal years (FY 1975-55 -- the "sales" period), excluding Saudi
Arabia and Iran. The results of that analysis are shown in Tables 6

and 7 below.

It will be noted from the tables that the percentage of program funding
for Food and Nutrition plus Education and Human Resources activities is
even greater (72 percent) because of the $20 million training program
for Nigeria. The participation in the program by AID bilateral

program countries continues to be evident, in money terms, number of
countries participating and number of activities. Scme 39 countries
and 5 international organizations have participated in the program
during the period, of which 13 countries were recipients of AID

bilateral assistince.
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TABLE 4
1/
ROP: FY 75-77 PROGRAM APPROVALS—

BY TYPES OF 607 ACTIVITIES

$ Percent
Millions of Total
Food & Nutrition 0.7 2
Education & Human hesources 22.5 70
Special Development Problems 8.8 27
Environment/Naturai 4.3 13
Resources
Air Transportation 3.2 10
Housing & Urban Development 1.2 4
Miscellaneous 0.1 _*x
TOTALS 32.0 100
Average Activity Size .. ., . . . . .$426,000
Average Country Program. . , ., , . . . . $727,000

* = Less than 1/2 the unit shown
Totals may not add due to rounding.

1/ Initial Estimated Value of Section 607 determi
Oor cumulative reimbursements as of 9/30/77 for
whichever was larger,

Number of Number of
Activities Countries

2 2
12 1
51 37
36 22
13 12
7 6
5 5
75 43 &/

2/ Does not add because a number of agencies have had programs in more than one

country,
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TABLE 5
RDP: FY 75.77 PROGRAM APPRQVALS G
BY CATEGORIES OF COUNTRIES w
Country Approvals Number of Number of F&N +
Categories ($Mi11.) Activities Countries EHR (ﬁl
0i1 Exporters 241 21 8 87
AID Recipients 4.1 19 13 11
Non-AIDs 1.9 16 8 2
Industrialized 1.7 13 9 -~
International 0.1 6 5 -
Organizations
32.0 75 43 100

Totals may nct add due to rounding,

From the foregoing analysis, it is concluded that the RDP is

more developmental than usually perceived. The

image problem is largely self-inflicted, because of the

rhetoric about sales, the inadeqﬁacy of reporting, and the Iaék of
a clear strategy and Operational plan. Nevertheless, even if the
foregoing shortcomingswere’remedied, it is likely that many would still
question whether the Program should be within AID whera it competes

for personnel ceilings and operating expense funding.,_Suggestions
regarding the shortcomings and the organizational. location are

addressed in the following sections.
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A Suggested New Approach

It seems clear that the primary motivation for establishing

- the RDP and for executive and legislative measures to attempt to

improve the effectiveness of the program have be<n to promote
foreign policy goals, both political and economic (with security
overtones in the Near East). Commercial sales have been secondary
and have been seen largely as a side benefit to be accrued over the
long term -- probably shorter term in the case of the Near East, but
still secondafy to broader foreign policy goals. It is also clear
from a detailed analysis of the activities carried oyt under the
RDP, particularly when the Saudi Arabian program is excluded, that
the overwhelming bulk of activities are technical assistance in
nature. The provfsion of this assistance, even if fully paid for by
the recipients, is consistent with the requests of the LDCs for

an improved program of technology transfer from the industrialized

countries,

It is suggested, therefore, that statements by RDP management, messages
to tihe field and Congress and RDP's operational strategy be modified
to emphasize the longer term goals of meeting the technology needs of
and improving or maintaining good relations with, those developing

countries of special importance to the U.S. which are not AID

concessional assistance recipients.
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Such'a modification in approach is not proposed just as a change
in semantics to improve the image of the RDP. Rather, it should
have implications for program development, operations, eval-
uation and staffing, all of which are discussed in more detail in
subsequent sections. These proposed changes are considered desirable

regardless of where the program is housed.

Some of the implications of the Proposed modified approach are that

a general strategy would be developed which would provide priorities

areas that would comprise program development efforts. The respective

roles of the RDP ofticers and Embassy personnel would be clarified.

The target countries would probably not be changed too much from the
current implicit priorities, but the focus would be sharpened., A
Tikely priority list would include the oj1 exporters of the Near East,
Nigeria, Venezuela, Colombia, Trinidad and Tobago, Brazil, Argentina and

Possibly Mexico, Korea and Malaysia.

Priority subject matters would depend on an evaluation of the needs
of the countries. However, it appears that there are foyr general
areas which are apt to be of high priority to these countries: (1)
improving education, health and nutrition (particu]ar]y in the

Near East countries); (2) improving systems of
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public administration (again in the Near East); (3) coping with
urban prohlems (particularly the non-Near Fast Countries);

(4) protecting the environment and the identifying

planning for natural resource use -- particularly including the use

of some of the newer sophisticated technology.

We believe the RpP office should target its program development activities
toward the foregoing countries and subject matters. It would,

however, still issue Section 607 determinations for activities in

other non-AID and AID recipient countries , as well as authorize 661
missions to those countries, upon request of Embassies and USAIDs. But
the RDP efforts in these non-target countries would be Timited to:
assisting Embassies and USAIDs to understand better the procedures for
utilizing Section 661 and 607 authorities; assuring that they know

that the initiative for development and monitoring of RDP activities

in the non-target countries lies exclusively with the u.s. Embassy;

and keeping the Embassies and regional bureaus informed of program

developments in all RDP countries.

Once a fleshed out strategy statement along the foregoing Tines was
Prepared and coordinated with State, country (or
possibly sub-regional) operational plans could be Prepared incorporating

proposed RDP program development initiatives, budgetary and steffing
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requirements, etc. These plans should be reviewed at least annually
prior to the preparation of the annual budget submission with special
reviews being held as needed. Where appropriate, the preparation of
regional or country plans might be preceded by visiting missions to
evaluate technology requirements and technological capabilities

and absorptive capacity. In some cases documentation from meetings
of joint science and technology committees or commissions may

provide needed information and preclude the need for a general mission.

Adoption of a "technology for development" strategy along the above
lines would seem to have a number of advantages:

(1) It is clearer to questioning Congressmen, AID officials, and
other USG agency officials why AID is administering the program;

(2) ROP personnel, particularly in the field, are less apt to
come in conflict with other USG agency personnel;

(3) The RDP image will be enhanced with the developing countries
with which we wish to deal;

(4) It can take the pressure off for producing immediately high
sales figures and permit the RDP office to devote additional time to
building for the future;

(5) The program could be used more extensively to promote the
types of activities cited in AID's legislative mandate -- activities

that would not necessarily have the greatest payoff from a sales
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perspective but could make an important contribution to the country's

development and/or improving bilateral relations or meeting
other foreign policy needs;

(6) Greater attention could be focused on priority countries
(from a foreign policy or international development point of view)
even though a high level of sales did not seem imminent;

(7) RCP can legitimately be mentioned in U.S. documents for
the UN Conference on Science and Technology for Development as one
of the U.S. programs to facilitate technology transfer and to
help up-grade LDC technological institutional capability;

(8) The chances for competition with the U.S. private sector
would be diminished -- a charge now made in some
quarters;

(9) It would be much easier to evaluate the success of the

program.
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C. Measuring Program Success

A clear distinction should be made between evaluating the ROP and
evaluating specific activities of the program. This section deals
with program evaluation; activity evaluation is addressed in Section

VI (Program Management) below.

The degree to which the success or failure of a program can be
evaluated depends largely upon the availability of clear objectives
and relevant measurement data. Frequently, the availability of
measurement data will also depend upon the clarity of the objectives
of the program; if the objectives are not clear, it is unlikely that
a system will have been created to obtain needed evaluative data.
For that reason, the sales vs. development issue is clearly not

one of semantics; it affects both program strategy and operational

plans (including staffing, monitoring, reporting and evaluation).

If sales of U.S. goods and services is taken as the primary objective
of RDP, then one will establish such evaluation criteria as the total
value of reimbursements in a given period plus the estimated future
reimbursements. An attempt would be made to obtain data on U.S,
private sector sales that flow from Section 661 and Section 607
activities. There would be an interest in the trend in the average
value of approved new activities because good management would suggest

concentrating on activities with the greatest potential value -- unless
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the activity would contribute to a high level of private sector
sales. There would be a tendency to judge RDP attachgs by the total
sales to their target countries or the size of country 607 programs
where private sales data were not available. The RDP attaché would
feel obliged to spend a good bit of his time trying to make sales and

gather sales data.

Mention has been made in earlier sections of broader political and
economic (and in some cases security) interests served by the RDP.
This does not mean that RDP can be expected generally to have direct,
immediate impact on these interests. Rather, it is assumed that the
interests will be served by an active, obvious U.S. interest and
participation in the economic and social development of the country
involved. Thus, one is looking for a significant (as Jjudged by the
target country) participation in the developmental effort ' of the

country,

The significance of the U.S. participation will not necessarily be

Jjudged by the size of the RDP program. The number of activities
undertaken in the country may be more significant. A higher valued (in §)
activity, however, may be indicative of a Tonger term relationship --
which generally could be assumed to be of greater significanca.

Country satisfaction with each activity, regardless of size, becomes

of greater importance when the developmental objective is primary,
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>

The type of activity, e.g., introducing new concepts, training
country personnel, etc., is apt to be more significant than the

value.

Assuming an overall technology for development strategy is prepared,
it should be possible to prepare regional and country operational
plans in sufficient detail to permit Monitoring of progress against
the plan and periodic evaluation of the program. The evaluation
criteria should be tailor-made to the specific sub-regional or
country situation. If those who prepare the country plans would use
the concepts of the Logical Framework as design tools, both

monitoring and evaluation would be simplified,
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IV. PROGRAM DEVELOPMENT

A. Current Promotion Effor;s

The principal promotional effort during the last year appears
to have been trips to the field by the Director, Deputy Director (to
Nigeria) and the Assistant Director for Promotion and Marketing of
the RDP. In addition, much management time has been expended
trying to place RDP personnel in selected U.S. Embassies to carry on

promotional activity.

Other program development activities include attempting to organize a
development conference/seminar in Nigeria and encouraging U.S.G.

agencies participating in RDP to prepare brochures on their international
activities. PPC/RDP has begun work on a new RDP brochure. RDP has

been on the agenda of two or three regional meetings of Embassy Commercial

Officers, but with 1imited participation by RDP personnel.

Section 661 funds have been used for five project definition missions
during the first nine months of FY 1978; 25 missions were financed in
FY 1977. Section 661 funds have also been advanced to selected USG

agencies (NASA, Customs, EPA, BuCen, USDA) for promotional trips.

B. Current Problems

There are two levels of concern: (1) problems in carrying out

the promotional or program development effort; and (2) problems in

Country acceptance and utilization of the RDP.
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The principal operational problems have been: a complete turnover
(with the change of administration) in the personnel working on
promotion, including loss of field personnel; the fact that newly
recruited AID/W personnel are new to government; a separation of the 661
and 607 operations in two officeé until mid-1977; long delays in
recruiting and then placing field Personnel because of
resistance to accepting ROP attaches (one arrived in Korea in June 1978,
one is scheduled to arrive in Venezuela in August 1978 and Embassy/
State clearances are not yet available for Nigeria or the Near East).
Rather tight restrictions on the use of Section 661 and reorganization
and organizational downgrading of the RDP office were also negative

factors.

The principal problems in obtaining higher levels of RDP acceptance

by non-AID recipient countries are; the high cost of U.S. technical
professionals in relation to the cost of Europeans; a ]ess—than-satisfactory
Program development effort; and the inability to use the "deferred payment"
and "reimbursement" provisions of Section 607. The lack of a more

formal strategy and operational plans may have contributed indirectly

to the disappointing results of the program development effort,

The foregoing problems will be discussed in somewhat more depth in
the following section in conjunction with the presentation of

suggestions to alleviate some of them.



S/

- 37 -

In some other USG agencies, the capability to respond quickly to an
expanding program has been declining because of the pressure on overall
departmental ceilings. The recent Presidential decision to make
available additional ceilings to other USg agencies/departments for
fully reimbursed positions should largely alleviate this situation

if quickly and appropriately administered.

C. Appraisal and Suggestions

1. The Program Development Effort

Program development efforts have not been as effective
as they could have been, even taking into account the problems cited
in the previous section. This seems to have resulted to a considerable
extent from the decision made in 1975 that a sales program was what was
needed. From that it was conciudcd that only private sector salesmen
could do the job. Private sector salesmen apparently had a certain
disdain for bureaucracy and bureaucrats, and they tried to run the
Program with minimal contact with bureaucracy, including Embassies to
some extent. The program began to be considered the program of the

salesmen, not of the USG.

Some of the foregoing has been reversed by the present management, but
there is need for further remedial steps. This is not meant to imply

that the program should be run solely by bureaucrats; on the contrary,
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some outside private sector input is valuable. Improved
communications between, and greater integration of the two groups
is needed, with greater use being made of the talents of

the bureaucrats.

A State/EB officer who has attended all of the commercial officer
conferences within the last two years states that the commercial officers
want more information on the RDP.  They particularly need more information
on the nuts and bolts of the operation: how to arrange for a 661

mission; what kind of agreement is necessary after a 607 detarmination is
approved; what is the Embassy's support role for the U.S.G. agency that
undertakes a 607 project; is the "175 autharization™ (re_international
agreements) required, etc. These matters should be covered in a. world~
wide airgram. It is suggested, also, that the RDP regional operations
officers attend commercial officers' conferences. Not only could they
supply he]pfu] information to the commercial off1cers, but the operat1ons
officers could obtain a better understanding of field prob]ems They
could then improve procedures where feasible and provide better briefings
to other U.S.G. agencies on the country situations that their teams would

encounter.

An additional means to improve communications with field missions would
be to send out annually an ajrgram report on the 601 and 607 operations.
Besides making the field feel a part of the program, it could encourage

thinking about new potential activities or approaches.

—
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Members of the RDP office, when traveling to the f1e1d, should try to
include Embassy officers in their meetings w1th 1oca1 officials. Not
doing so adds to the feeling that the RDP is not an Embassy
responsibility and can contribute to Embassy reluctance to accept a
field RDP officer in the country (or region). Conversely, Embassy
officials usually will be appreciative for any new contacts the visiting
RDP officer may provide them. Furthermore, follow- Up contacts are
Tikely to be needed and are apt to be more constructive if made by an
Embassy officer who has previously met with the host country official
or individual. The Embassy also can frequently give the visitor a
more adequate background on the local individual than elsewhere

available.

Since private commercial sales frequently could result from both 661
missions and 607 activities, either in lieu of or in addition to RDP
Programs, and since promotion of such sales are clearly the province of
Commerce and State/EB, it is Suggested that copies of all 661 approvals
and 607 determinations be made available to EB and the appropriate
office(s) of Commerce. Similarly, those offices should receive copies
of some, if not all, 6671 reports. If such procedures were worked out
with these agencies and were documented, it could help clarify the RDP
role (i.e. its relationships to other overseas functions) to concerned
Congressmen. It could also minimize, if not eliminate, the charge

that 661 is being used to compete unfairly with private sector

consultants.
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In the FY 1980 budget submission, three elements are mentioned as

SR d

making up the A.I.D. strategy for expanding the RDP. The tﬁird is
repeated here as deserving more effort than it has received
lately: "developing outreach capabilities on a worldwide basis
through such mechanisms as: Specialized technjcal presentations;
market analyses; identification of appropriate public and private

sector sources for Specific development assistance needs; Sponsorship

printing of a new edition of the out-of-print Federal In-ernational
Development 0ffices Directory could also be added. Some of the fore-
going could be undertaken with existing staff levels by Cortracting

ott for the work.

2. Problems of Program Acceptance

As mentioned above, the most frequently cited reason for smaly
RDP programs in a number of countries, Particularly the non-oil-exporters
is the high cost of y.s. technicians. This undoubtedly is g constraint

On program expansion and there follows some thoughts on how to mitigate

the problem.

of technical services, ip spite of the cost, the data shoyld be analyzed
for lessons Tearned. It has already been suggested that the Rpp should

accord priority to expanding the number (and perhaps size) of those
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acfivities (services) which have been in greatest demand in recent
years. Secondly, an analysis of the data may suggest certain types
of activities which seem to have characteristics similar to the high-
demand services which could be introduced into the program (or
expanded). In addition, contacts coyld be made with technological
research iastitutes (government and private) for information on the
latest developments in the high-demand areas or potential high-demand
areas to determine if these latest developments could have relevance

to RDP's priority target countries.

Since it probably is not feasible or desirable to reduce the salary
costs of U.S. technicians, cost-cutting must focus o; other elements
of costs. Overhead costs would be the obvious target, but there
probably is not much room for sgueezing there because most of the
agencies run the RDP programs out of international program offices
which receive no appropriated funds and rely for their existence on
overhead charges in their contracts. negotiating services in kind
from the purchasing government, especially housing, would reduce
dollar costs. Contracting for an end product for a fixed sum, in liey
of cost plus (where feasible), could conceal high salary costs and
make the proposal less controversial within the purchasing country,
PDC/RDP might wish to work with an agency o~ two to try this approach

on a trial basijs.
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Topping Off
'J
The most popular and long-standing proposed "solution" to the high- \7

salary problem is "topping off," i.e., covering the salary costs

above a certain jeve] -- what the market can bear or the local salary
for a comparable position. Annex C of the paper LDC FINANCED

TECHNICAL SERVICES of 1/31/75 provides usefy] background on this issue,
including the reasons why RDP's predecessor decided not to seek
authorization for topping off except in unusual circumstances in which
the Secretary of State or the AID Administrator specifically approved.
To date, the authority has not been used.

That position still seems appropriate because: there are potential
administrative (and possibly legal) problems in topping off; Congress
probably would react negatively if topping off were initiated on a
large scale; there has not been an adequate test (i.e., under a

single office with ful] field staffing) of current program development
tools -- not all tools have been used (see below); a number of
possibilities for improving the program development efforts are
proposed herein; and the proposed Technology Exchange and Cooperation
program, with its cost-sharing features, may provide a more appropriate
response 5 the less afflyuent LDCs which are most resistant to high U.S.

technician costs.

The RDP Office makes a strong case for introducing some concessionality

into the Nigeria program, indicating that this has the support of the
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Africa Bureau and would seem to be consistent with the recent
Presidentia] initiatives to increase U.S.-Nigerian economic cooperation.
Since Nigeria is a relatively poor country (GNP per capita of less than
$300) and is an important exporter of Tow-sulphur oi1, consideration shoyld
be given to using Section 661 funds to provide some cost-sharing for

some Nigerian proposals.

The "access to natura] resources of interest to the U.S." provision of
Section 661 should provide legislative authority, although it would be
prudent to discuss any proposal with appropriate Congressmen before
initiating neg-otiations with the Nigerians. The Tegislative history of
Section 661 does provide mention of topping off, but only in terms of
personnel assigned to international institutions or foreign governments;
thus, it might not apply in specific Nigerian cases. AID management should
consider whether it might be more appropriate to maintain RDP activities
on a fully reimbursable basis and introduce concessionality into some
activities in Nigeria via a Technology Exchange and Cooperation cost-
sharing type Program. The "access to natural resources" provision of

Section 661 probably could provide the funding authority,

In Tieu of topping off, consideration might be given to using Section 661
funding to cover selected agency overhead costs. Since those costs

are the price that must be paid for the agency to engage in international
programs and since it is considered in the U.S. interest to expand these
programs, it would be logical for the RDP program to pay the subsidy if

it were not feasible to pass it on to the
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consumer. However, as indicated above, not all programs need such

a éubsidy. Therefore, it would be necessary to establish which |R;
USG agency we were Prepared to cover -- and possibly in

which countries. Unless the cases were capable of precise definition

and relatively few in number, the administrative headaches could be

almost as bad as topping off.. Furthermore, such precision should be

a prerequisite to Presenting such a proposal to Congress.

ROP Financial Terms

Improving RDP financial terms has been suggested as either a substitute
for or a complement to a reduction in technician or overhead costs.
Some of the RDP officers are skeptical that much can be done in this
area. One point of view is that terms need to be made concessional

or it is not worth tinkering with them, and concessional terms are not
attainable -- and perhaps should not be. This conclusion seems to be
based primarily on the fact that no use has been made of the
"reimbursement" or "deferred payment" provisions already available in
Section 607. However, it does not appear that the current provisions

have really been tested.

One of the problems with the Section 607 provisions is that the funding
that would be advanced, pending the reimbursement, would come from the
regular AID appropriated dollar accounts. Section 607 provides that
$1 million may be set aside to cover the three-year deferred payment

provision. Agency
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budgeteers are not anxious, however, to hold $1 million aside for
this purpose, particularly since its use is uncertain. RDP officers
are skeptical whether $ million is sufficiently attractive for
larger projects and concerned that the administrative headaches would
be too cumbersome to be useful for small projects -- which are not of
much interest anyway when "sales" is the objective. Since no
procedures have been developed and documented in the Handbooks for
either the ”reimbursement” or "deferred payment" provisions, RDP

officers are understandably reluctant to discuss these pProvisions with

a potential Participating country,

Although the deferred payment provision probably is not concessional
enough for large Projects, and is more bother than it is worth for

small projects particularly in many Latin American countries where
lTegislatures have to dpprove external loans, the reimbursement provision
probably could be usefy], Following a Section 667 mission, a government
ministry might wish to follow up with a Section 607 technical

assistance type project, but would be unable to do so immediately
because it had not budgeted for the activity. Since the "reimbursement”
provision would permit payment to be deferred until six months after

the end of the current fiscal year, it is likely that this would

mean that payment would be deferred until the next fiscal year of the

participating country. Use of the reimbursement procedure would make

it possible to maintain the momentum for an activity development.
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It-is proposed, therefore, that procedures be developed for
utilizing the "reimbursement" provision. These procedures should
be as simple as possible, i.e., not of the nature of a formal loan
agreement. To start with, a relatively small maximum amount per
activity might be established.to test its utility and practicality.
A set-aside might be made of up to $500,000 initially. A variation,
or follow-on action, would be to ask the Congress in next year's
Tegislation to authorize the Agency to establish a revolving fund of
$1 or $2 million to coyer set-asides for either reimbursement
or deferred payment actions. Then the funding would be assured
without requiring a set-aside each fiscal year which disrupts the

budgeting of the regular bilateral program.

An operational problem cited by one of the implementing agencies was
the inability to use 661 funds, once a 607 determination had been signed,
to send a team to the country to negotiate the operating agreement. Since

this can expedite getting the project going, it would seem appropriate

to use Section 661 funds for this purpose. At least it could be
provided -n an advance basis, to be reimbursed to the account when the
agency signed its agreement -- assuming that its agreement with the

participating country would cover the costs of the trip.
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In addition to the reimbursable and deferred Payment possibilities
provided for in Section 607, Export-Import Bank financing could
probably be made available under certain circumstances. However, it
probably would only make sense if the project were large and the
amortization period would be longer than three years; other-
wise, 607 provisions would probably be more attractive. Ex-Im
might be reluctant to finance the project if the services being
financed were being provided by another USG agency rather than the
U.S. private sector, but might be willing to do so if it were clear

that the services were not competitive with the private scctor,

According to a consultant's reports on RDP possibilities in the
Persian Gulf states, these states tend to do business with
organizations whose personne] have established personal relationships
with government officials and obtained their trust. A former
Ambassador in the region stresses the value of the contact being

made by a technical professional rather than a generalist. It seems
important, therefore, to facilitate visits to countries by technical
groups or visits by officials of potential participating countrieg

to U.S. technical offices, even though an immediate project cannot

be reasonably assumed. The "reasonable assumption" criterion for the
use of Section 661 should relate to the development of a program, not ap

activity, because we are trying to build a Tong term relationship,
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not necessarily an immediate sale. If the foregoing inter-
pretation is not consistent with Current GC determinations, it is
suggested that the necessary legislative history be established

to justify such a determination.

Program acceptability is also affected by the response time of PDC/RDP
and the implementing USG agencies. RODP management needs to devote more
attention to program management concerns to insure that the RDP office
can maintain (and in some cases, chorten) its response time (see
Section VI). In addition, consideration should be given to utilizing
the field officers, when in place, to draft some of the

documentation that now must be done in AID/W. Attention also needs

to be given to the capability of the principal USG agencies participating
in the program -- to insure that field officers do not develop more
programs than can be implemented and to see if ROP resources can be
used or procedures simplified to increase the other agencies'

capabilities and/or reduce response time.
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v ORGANIZATIONAL OPTIONS

Even with a clear strategy statement more sharply focused on
the development priorities of the regular AID bilateral program, the
ROP will continue to be given low priority by
many in AID because it is dealing with the generally better
off countries, Thus, it can tend to blur the AID objectives.
Further, the RDP will be competing with the regular bilatera]
program for management attention, personnel positions and operating
expense and program funds -- the Section 661 funds come from regular
appropriations for the bilateraj program. If RDP were to use its
authority for reimbursement in the following fiscal year or deferred
payments up to three years, the Tunding required would also have to

come out of the regular appropriations.

The proposal to establish the International Development Cooperation
Administration (IDCA) puts the reimbursable program in a different
perspective. Although RDP is marginal to -~ eyen competes slightly with

-- the bilateral AID program, the Administrator ot AID or the IDCA should be
interested in strengthening the program in the context ¢f his broader pre-
sponsibilities as head of the Development Coordination Committee {pce)

and as the President's chief advisor on development in

the developing countries. It might be appropriate, therefore, for

the RUP to be pulled out of AID and established elsewhere in the new

IDCA structure.
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Just where in that structure is difficult to say given the
status of planning for the new agency. The proposed Foundation
for International Technological Cooperation (FITC) would seem
to be the logical place, but Fhis depends upon that
agency's mission. The FITC  could encompass three major programs:
Management of interregional research on worldwide problems, the
proposed new Technology Exchange and Cooperation program and the

ROP.

An alternative could be to establish the RDP office as a separate

element reporting to the IDCA administrator.

Either of the foregoing would appear preferable tg leaving the RDP
office in AID, assuming IDCA is established . In conjunction with

such an organizational move, it is suggested that separate funding

be established for the RDP operation. This would reduce the competitive
aspect of the program and would also make it possible to compare more

easily the results of the program with its costs,

<>
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VI. PROGRAM MANAGEMENT

A. Program Documentation

There is no section in Chapter 6
of Handbook 3 on the programming process for Sections 661 or 607.
This should be remedied. Then thcse being assigned to the office
would have some guidelines. Such documentation would also be
helpful when it is necessary to discuss workload or leve] of

positions.

The procedure for obtaining 661 missions, obtaining approval of 607
determinations, and initiating 607 projects should be available not
only in the AID Handbook but also should be included in the Foreign
Affairs Manual so that mbassy officers will also have ready access to

the information.

Generally, the agreements made between USG agencies and foreign
governments (or elements thereof) are considered international agree-
ments in the context of the “ase Act (PL 92-403, approved August 22, 1972).
As such, they are subject to a "“Circular 175" clearance procedure

with State/Legal. The procedure, including action responsibilities
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of AID/RDP, the implementing agencies and possibly the Embassies need
to be documented in the AID Handbook and possibly in the Foreign

Affairs Manual.

Both the obligation of Section 661 funds and the approval of Section 607
determinations (i.e., project approvals) are done by letter. It is
suggested that forms be designed for these Purposes, with provisions made
for appropriate narrative either on the form or as an annex -- similar

to the bilateral assistance project agreement. This could simplify

the process and also make it much easier to use the documents for

processing invormation.

It is recognized that the foregoing actions can take time- that

cannot be spared by existing staff, We suggest that SER/MP assist

in this task. Mr. E1lis of that office is familiar with the RDP
operation and could manage such an effort in an expeditious and thorough

manner,

B. Program Reporting

Financial reporting on the obligation of Section 661 funds is
prepared by the Office of Financial Management in the form of a trial
balance. Any progranmihg type report on 661 must be prepared by hand

by PDC/RDP.

=
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Under the Section 607 program, the imp]ementing agencies report
quarterly on their commitment of funds against country advances.
From these, and its own record of approved 607 determinations,
PDC/RDP prepares reports periodically on the 607 program. Two types
of reports are prepared: one covering "open" 607 determinations,
T.e., projects/activities that are considered stil] active (or
potentially so); the.other covering "closed" determinations, i.e.,
projects for which final close-out reports have been recejved by
PDC/RDP from the implementing agency, Each of the two types of
reports is prepared with two formats: one with data by country, the
other with data by implementing agency. The "open" reports carry
data for the latest quarter (or other reporting period) and

cumulative.

Because of the large amount of data and the different ways it gets
displayed, it is a very burdensome task to Prepare the 607 reports,
Since there is no reports officer, the reports are usually not

very timely. They are also of limited value for analytic or management
Purposes. It is suggested, therefore, that SER/DM, perhaps with an
assist from SER/MP and/or OFM, prepare an automated information system
for the 607 program. This could save staff time for the main work

of the office and provide more meaningful and timely management reports.
Consideration should be given to distributing these reports, at least
annually, to field missions and to those implementing agencies that

have an interest. Well-designed reports submitted to appropriate AID/W
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offices also could help obtain a better understanding and

appreciation of the program.

C. Activity Evaluation

Since most Section 661 activities will be designed to obtain
follow-on Section 607 activities, evaluation will involve primarily
seeing if in fact Section 607 activities resulted. However, this can
sérve a useful management function. If certain types of activities
consistently do or do not result in follow-on activities or if 66]
missions to certain countries consistently do or do not produce follow-on
activities, management can use this information in developing
subsequent program development operational plans. A periodic rev1ew of
how implementing USG agencies use the 661 funding advanced to them also
could turn up innovative Program development techniques that could

be shared with other agencies.

It does not seem appropriate for AID to attempt t request 1mp]ement1ng
agencies and part1c1pat1ng governments to provide evaluation plans in
each of their agreements and to establish follow-on evaluation procedures
for monitoring the implementation of the evaluation plan. It would

be even less appropriate for AID to attempt to evzluate the activities

or to monitor others' evaluation efforts. However, it would be prudent
for the implementing agency to be sure that jts agreement is specific

on what is expected of the agency and the means by which its nerformance

will be judged. AID should encourage the agencies to become familiar

&F
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with AID evaluation procedures and to utilize or adapt the AID
evaluation system to the extent feasible in :ts RDP activities -

in its interest and in that of the participating country.

AID should follow up with participating country officials

periodically to assure that they are satisfied with the performance

of the imp]ementing USG agency or USG-contracted imp]ementing agent,
This could be instructive as to which types of activities and possibly
which implementing agencies seem to be meeting RDP objectives

well (or poorly). As indicated for the 66] missions, this type

of evaluation could provide useful information for management in

terms of its strategy and operational plans,

D. Staffing

No attempt will be made to suggest a certain level of

staffing. However, it is clear that there i< not adequate staff to

e e B

“indle the current work oad and the additional work that has been

Bt b s i s s

— i

recommended herein. Certain suggestions will be made, therefore, of
ways RDP can increase output with current staffing levels. It wil]

be suggested, also, that AA/PDC alleviate the workload problem by
providing support to RDP from other parts of the bureau and by arranging
assistance from elsewheie in the Agency. Some comments will also be

Jffered regarding overseas stafing.
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The approved staffing level for RDP is 13 in AID/W and 8 overseas
for the following positions:
AID/W: Coordinator

Special Assistant

Deputy Coordinator

Asst. Coordinator -- Promotion and Marketing

ROP Regional Advisors (4 -- 1 for each region)

AID/W Support Staff (3)

Overseas: RDP Attachés (5)
FS Secretaries (3)

As indicated i FTCVIOUS sections, there is a need for additional
attention to program documentation and reporting. Even with the
outside assistance suggested, there will still be a need for an
increase in the amount of time devoted to what might be .alled program
management and procedures. For example, the reports from the imple-
menting agencies are frequently tardy and it is necessary for someone
to be monitoring the submission of reports ind following up. Someone
will need to work with QFM and/or SER/DM even after the reporting is
automated. Can the POC management office provide the additional needed

services?

There is a need for some additional monitoring of the implementation
of 661 and 607 activities plus some evaluation activities as discussed
in Sections III.C. and VI. C. Even though the regular AID 2valuation
procedures should ot apply, AID should at least follow up with the

purchasing country both during project implementation and at project

2
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completion to insure that the country is satisfied with the performance
of the implementing agency or contractor. This will generally be
accomplished by the RDP regional attaché or an Embassy. However,
someone in PDC/RDP should be monitoring the follow-up effort to insure

that it is being done on a timely basis.

Considerable additional program development activity has been proposed
plus preparation of a strategy paper and regional and country
operational plans (for priority countries), additional program manage-
ment effort, etc. These cannot be done in a timely way without
outside help or additional staffing or some combination thereof,

Given the tightness on ceilings, RDP management will no doubt also
have to seek ways of using existing staff more efficiently. This
should include a review of the Nigerian participant training program.
This program is taking the full time of one officer. In addition,

the Deputy Director has been devoting 50 percent or more of his time

to the Migerian program, with a large part of-that time devoted to

the participant program. It is recommended, therefore, that planning

be initiated to obtain the services of another USG agency or of a

private contractor to manage the program.

To meet the workload crunch, consideration should be given not only
to help from PDC management and other offices but also to contracting

(e.g., in the program development area) and to obtaining temporary
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assignments to PDC/RDP of people on complement.

Improved efficiency could also be obtained if the RDP office could
be housed together. However, the suggested move of the office to
Rosslyn or Universal North, even if it brought the office together,
would impair efficiency considerably hecause the office has a great
deal of cable traffic and contacts with both State and AID regional

bureaus.

As previously indicated, most USG agencies do not have the authority
to carry out programs abroad, except in response to a Section 607
determination. However, the Federa] Aviation Administration does have
such authority -- at least for some of the activities that it under-
takes under the RDP. It is suggested, therefore, that discussions

be undertaken with the FAA to see if it would be possible for it to
carry out its activities outside of the Section 607 procedure ==

at least for activities in the industrialized countries. This could
reduce the workload on the RDP office and also permit the RDP to

be focused on LDCs and on activities which fit within the categories

of programs specifically cited by Congress in the AID legislation.

Field Staffing

The RDP office has had considerable difficulty placing RDP attache§ in

the field. 1In some cases, the problem has been in obtaining Ambassadorial

72
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MODE clearance; in others, the problem was Ambassadorial concurrence
in the position description or the proposed candidate. In the
case of the Near East, an Ambascidor would like to have an RDP
attaché'assigned but the State Bureau has not concurred. The Bureau's
position is that there ig notsufficient business in the Persian Gulf
area yet to justify someone in the field. It is also argued that
a8 technical professional rather than a generalist will be able to
make the most effective contacts; therefore, the Bureau feels that

posting a generalist in the area will not be too helpful.

The adoption of "technology for development" rather than "sales"

as the primary objective of the RDP should ease the difficulties with
Ambassadors. The functions to be performed and the contacts that

the RDP attaché would be Tikely to establish would be different from
those of regular Embassy personnel. It is suggested that the

position title be designated International Development Attaché and

that the incumbent have international development experience. He should

be familiar with the development administration problems faced by
developing countries and ways of dealing with the problems -- or
at least sources of assistance for dealing with them. He should

tecome knowledgeable on the lccal development planning machinery
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and development priorities, particularly in areas where U.S.
technology or technical expertise could be especially valuable.
The Attaché should also follow assistance activities of other

donors in the region.

While accepting the thesis of the Bureau for Near Eastern and South
Asian Affairs that it is technical professionals that establish the
relationships that lead to mutually beneficial cooperative
undertakings, the experienced generalist can be an effective catalyst
for arranging the getting together of the technical professionals

and serving as a local intermediary until a project is established.
Even after the project is established, the generalist can frequently
help out the project by informal contact work with planning and

budgeting offices.

It has been proposed elsewhere in this report that program development
efforts could be enhanced by increasing the number of regional

seminars or workshops and/or visits by technical groups to more than

one country in a region. This sort of thing is far easier arranged by

a person in the area with regional responsibilities than by officers

in the individual Embassies or a regional officer stationed in Washington,

As suggested elsewhere, the regional Attachés should not only be concerned

7
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with promotion of new activities but also should be performing
some documentation, monitoring and evaluation activities -- which can also h
program development. This also is far easier to perform from a

field location.

Since it is clear that the Congress considers the Near East region
a priority area for the RDP, it is hoped that the Bureau for Near
Eastern and South Asian Affairs will reconsider its position and
permit the stationing of the proposed RDP Attache in Doha, Qatar.
One of his first tasks could be to develops in conjunction with the
Persian Gulf Embassies, the kind of operational plan suggested in

Section III. B. above.

To save on MODE ceilings as well as AID positions, the RDP office
should endeavor to do without U.S. secretaries abroad, either through
use of locals, local contracting, or use of locally assigned U.S.
dependents on a less than 40 hours per week basis. Consideration
might also be given to contracting locally cther kinds of services

that could be helpful in program development work,
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VII. IMPLEMENTING AGENCIES

The implementation of most RDP activities is undertaken by
other USG departments or agencies. Some 22 different organizations
have been participants in the Arogram, in addition to AID and the
Department of the Treasury office which handles the Saudi Arabia
Program initiated under the auspices of the Saudi Arabia-U.S. Joint
Economic Commission. Summary data on the activities of the agencies
with cumulative programs in excess of $1 million are presented in

Table 6 below.

Generally, the agencies are supportive of the RDP. Since a

number of the agencies do not have authority to undertake overseas
pPrograms in their own right, and since the participation of some
of them in the bilateral AID programs has been declining, they are

pleased to be able to continue overseas activities through the RDP,

In the budget review of the RDP, someone questioned whether RDP use of

some USG agencies would not reduce the manpower in those agencies which would
be available for implementation of AID bilateral programs. At the moment, the
possibility for such a problem would seem to be the U.S. Department

of Agriculture (USDA). However, the USDA contact did not see that

as a problem now that the President has approved the provision of
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TABLE 6
ROP: Principal Implementing Agencies

($ Millions)

Number of
Countries &
Int'l Orgs.

Cumulative Cumulative
Reimbursements Number of !
as of 9/30/77 Activitiesl/

Treasuryg/ 93 6
(of which: Saudt Arabta) (93) (6)
Geological Survey (USGS) 33 43
(of which; Saudi Arabia) (32) (1)
Department of Agriculture (USDA) 15 8
(of which: Saudi Arabia) (14) (1)
Highway Administration (FHWA) 9.4 4
?of which: Kuwait (4.7) (1)
Iran) (4.1) (2)
Department of Labor (DoL) 7.6 4
(of which: Saudi Arabia) (7.5) (2)
Bureau of Census (BUCEN) 7.1 4
(of which: Saudi Arabia) (7.0) (2)
A.I.D. 3.9 12
(of which: Nigeria) (3.0) (1)
Federal Aviation Admin. (FAA) 3.3 29
(of which: Zaire) (2.2) (1)
Bureau of Reclamation (BUREC) 4.0 14
(of which: Zaire) (1.9) (1)
Internal Revenue Service (IRS) 1.0 , 9
(of which: Trinidad & Tobago) (1.0) (2)
Other Agencies (13) 1.3 35
TOTAL 179 168

1/ Number of effective 607 determinations, plus breakout of Treasury determination

of 6/6/75 covering activities in Saudi Arabia,

by USDA, DOL and BUCEN.

3/ Does not add because a number of agencies have had programs in more than one

country,

1

30

10

23

11

2/ Saudi Arabia Joint Economic Commission activities less those being implemented
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additional temporary personnel ceilings for USG agencies (other than-
STATE and AID) for implementing the RDP program, i.e., when the positions
are being fully reimbursed and only for the 1ife of a specific activity,
USDA now has 2% people abroad under the RDP and

expects to go to 50 next year if programs now being negotiated

materialize. This compares to 600 abroad under the bilateral program.

75



APPENDIX A

§9£tion 607 (a)

Text

Whenever the President determinoesg it to be con-
sistent with and in furtherance of the purpcses of
Part I ond withip the limitations of this Act, any
agency of the United States Government ;s authorized
to furnish services and commodities on an advance-of-fungds
Or reimbursement basis to friendly countries, interna-
tional organizations, the American Red Cross, and vol-

untary nonprofit relief agencies registered with and

approved by the Advisory Committee on Voluntary Foreign

Aid (including foreign voluntary nonprofit relief

agencies so registered angd approved when no Unjiteg
tates voluntary nonprofit relief agency is available) .

Such advances or reimbursements may e credited
to the currently apolicable appropriatic:,, aceount,
or fund of the agency concerned and shall be available
for the Purposes for which such appropriation, account,
or fund 1is authorized to be used, under the following
circumstances:

(1) Advances or reimbursements which are
received under this section within one hundred ang
eighty days after the close of the fiscal year 1in
which such services and commodities are delivered.

(2)  Advances or reimbursementg received pur-
Suant to agreements executed under this section in
which reimbursement will not be completed within
one hundred anq eighty days after the close of the
fiscal year in which such services ang commoditios
are delivered: Provided, That such agrecements re-
quire the payment of lnterest at the current rate
established pursuant to Section 2(b) (1) (B) of the
Export-Import Bank Act of 1945 (59 Stat. 526), ang
payment of such Principal and internst does not
exceed a period of three years from tre dace of
signing of the dgreement to provide the service:
Provided further, That funds availanle for thig
Paragraph in any fiscal Year shall not esceed
$1,002,000 of the total funds authoriz.:.d for usc

In such fiseal Ycar by Chopter 1 of Part T of thisg
Act, and shall be avalilzble only to thre extens pro-
vided in appropriation Acts, Intercse shall po

ACCrue a5 of *he dare of disbursomen: o the g

.,..lll-‘
Oor organization Providing such scrvices,

N



Purposc

Section 607 authorizes U.S. Government agencies
to furnish services and commodities on an advance-of-
funds or reimbursement basig to friendly countrics,
international organizaticns, the American Red Cross,
and Voluntary Nonprofit Relienf fgencins regyistered
with and approved by the Advisory Committee on Voluntary
Foreign Aid. 1t permits the U.S. agency to credit
funds received in reimbursement for services and com-
modities furnished to the current applicable appropria-
tion, fund or account if the funds are received within
180 days after the close of the fiscal year in which
services or commcdities are delivered. In 1975, this
section was amended to permit A.I.D. to reuce up to
1 million of reimbursements received in any fiszcal
year from countries for Services or commodities fur-
nished to such countries, even if the relmhursements
are not received within 180 days of delivery in accordg-
ance with existing Law, provided that the deferral of
bPayment is made in accordance with an agreement re-
quiring payment of interest at Export-Import Bank
rates of interest, with repayment of principal and -
interest to be completed within thres Years. Intercsk
pPayments are paid into the Treasury. Reimbursenment
may be limited to the out-of-pocket expenses, 1if any,
of the transferring ageacy. In general, under this
section, the Administrator by maxing a determination
will authorize other gover-nent agancies to deal directly
with foreign governments (o.g., the furnishing of postal
equipment to the Government Oof Liberia bv the Post Ofiice
Department). The secticn also may be used as authoricy
for A.I.D. to maxe transfers (particularly of excess
property).

Year Enactcd

Originally cnacted in substantiall
Section 535(b) of the MSA of 1954, Sec 35{b)
was a condensation of sections 404 (c) of ehd hAct for
international Development, Section 303(c) of the MSA
of 1951, and Section 304 (b) of the U.N. Palestine
Refugee Aid Act of 1950,

form as

Uy Ui
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programs. It i intoendoeed

of Section 607 programs

voluntary relief agencic

to extend the privilege

to third-countcy nonosrofit
S that may be in a position

to carry out needed activities in situations where
no local or U.S. relief agency can do the job.
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APPENDIX B

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

Section 661: Reimbursable Development Programs

The President is authorized to use up to $2,000,000
of the funds made available for the purposes of this Act
in the fiscal year 1977 and $2,000,000 of the funds made available
for the purposes of this Act in the fiscal year 1978, to work
with friendly countries, especially those in which United States
development programs have been concluded or those not receiving
assistance under Part I of this Act, in (1) facilitating open
and fair access to natura] resources of interest to the United
States and (2) stimulation of reimbursable aid programs consistent
with Part I of this Act. Any funds used for purnoses of this

section may be used notwithstanding any other provision of this Act,



