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CLASSIFICATION OF VOLUME 

This year A.I.D. i e  again presenting i t s  funding proposals i n  one volume. The c lass i f i ed ,  loose-leaf volume e n t i t l e d  

"Propoeed Mutual Ikfense and Ikvelopment Programs - FY 1966" provides t h e  Congress t h e  long-term aid objectives of A.I .D.  and the 

Fi 1966 econmic ass is tance programs proposed fo r  various countries, including frank evaluations of t h e  p o l i t i c a l ,  economic and soc ia l  

s i tua t ions  ex i s t ing  i n  these  countries. Such candid judgments by the  U.S. Government cannot be published on an unclass i f ied basis .  

It i s  essen t ia l ,  however, t h a t  specif ic  country aid proposals and re la ted  evaluations be made avai lable  t o  the  Congress i n  order t o  

inform them of the  foreign policy i n t e r e s t  underlying t h i s  a id  requeet, a s  well as spec i f i c  information f o r  the  various country a i d  

proposals themselves. Security c lass i f i ed  portions of the narrat ive  and amounte are &ailed. All other mater ia l  i s  unclaseified. 

For general information, a completely unclass i f ied book e n t i t l e d  "Proposed Mutual Defense and Development Program - FY 1966" 

i s  being prepared f o r  the  convenience of a l l  members of Congress. This book, of course, excludes country aid propoeals, s t a t i s t i c a l  

da ta  and other c laes i f i ed  material .  
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INTRODUCTION 

Our investment i n  t h e  recovery of Western Europe and Japan i s  
caurpleted and t h e  re turns  are  pla inly  vis ible .  We now have pros- 
perous and m i l i t a r i l y  atrong a l l i e s .  They no longer need help, 
but share with us i n  helping others. 

C u r  investment, through foreign assistance, i n  t h e  continued 
independence and the  progress of the  less-developed countr ies  of 
Asia, Africa and Lat in  America i s  s t i l l  under way. Of necessity,  
t h i s  i s  a long-term investment because development i s  a much 
more d i f f i c u l t  challenge than recovery. 

We undertook t o  help, not because success w a s  ce r ta in  o r  Fnrminent, 
but because help from outside offered t h e  only hope of success 
e i t h e r  f o r  those countries t ry ing  t o  withstand Connnunist pressure, 
or those t ry ing  t o  break the  bonds of age-old poverty without 
resor t  t o  the  harsh d i sc ip l ines  of Communist dic ta torship.  

The dest iny of the  hundreds of mil l ions  of people i n  t h e  l ess -  
developed countries i s  of Fmmediate concern t o  us. In  helping 
them, we act  i n  our own se l f - in te res t .  But it i s  a l s o  t rue ,  as 
President Johnson has said ,  t h a t  "the pagea of h i s to ry  can be 
searched i n  vain f o r  another parer whose pursuit  of t h a t  s e l f -  
i n t e r e s t  was so infused with grandeur of s p i r i t  and morality of 
purpose. ' I  

There i s  no lack of evidence t h a t  progress i n  Asia, Africa, and 
Lat in  America i s  d i f f i c u l t .  But the re  is also c lea r  evidence 
t h a t  progress i s  possible,  given serious e f fo r t  on the  par t  of 
the  country involved and prac t ica l  help  from t h e  outside.  

A decade ago, the  immediate th rea t  i n  the  great a r c  of Asia from 
Turkey t o  Korea was the  t h r e a t  of d i rec t  and continuing Communist 
pressure.  In response, two-thirds of our aid was m i l i t a r y  a s s i s t -  
ance, and a great pa r t  of our economic a id  was defense support t o  
help threatened countries survive i n  t h e  short term. 

CONFIDENTIAL 

--Today, survival  i s  s t i l l  d i r e c t l y  a t  i ssue only i n  South- 
eas t  Asia; elsewhere i n  Asia, development goes forward 
behind a defensive shield  b u i l t  up by our mi l i t a ry  aaa i s t -  
ance programs. The r a t i o  of our a id  has been reversed: 
two-thirds of our foreign ass is tance i s  now economic, and 
all but  15% of t h a t  provides c a p i t a l  and technical  a s s i s t -  
ance f o r  long-term development and progreas toward s e l f -  
support. 

In the  years since 1950, the  less-developed countries of Asia, 
Africa and Latin America have: 

--increased t o t a l  production a t  an average of over 4% a 
year; 

--increased i n d u s t r i a l  output a t  an average of 8$ annually 
(except f o r  Latin America, which averaged 6%); and 

--increased the value of t h e i r  exports from $19 b i l l i o n  
t o  $29 b i l l i o n  between 1950 and 1962, despi te  f a l l i n g  
world p r ices  f o r  primary products. 

Since 1958, the  less-developed countr ies  have increased t h e i r  
investment i n  education an average of 15$ annually. 

Great s t r i d e s  have been made i n  health: 

--Reported cholera cases dropped from 211,943 i n  1953 t o  
32,827 i n  1960, and cholera deaths from 130,481 t o  
12,806 i n  t h e  same period. 

--By 1963, 700 mil l ion of t h e  1.4 b i l l i o n  people who l i v e  
i n  the  less-developed world's malarious areas were pro- 
tected by malaria eradication programs; fo r  more than 
300 million of these  t h e  t h r e a t  of malaria has been 
completely eliminated. 

CONFIDENTIAL  
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The most s ign i f i can t  s ign f o r  t h e  future ,  however, may wel l  be 
t h e  groxing determination of the  less-developed countries t o  
he lp  themselves and t h e i r  increasing competence i n  the  t a sk .  

- Europe---- 
--For every $1 of U.S. b i l a t e r a l  ass is tance,  the  20 major 

U.S. a i d  rec ip ien t s  i n  Asia, Africa,  and Latin America 
a l loca ted  an average of $6 f o r  development from t h e i r  
own l imited resources. 

The U.S. contribution (including P.L. 480 surplus a g r i c u l t u r a l  
comodi t ies)  represents  l e s s  than 1% of the  GNP i n  a country 
where per c a p i t a  GN'P now exceeds $3,000 a year. The developing 
countries '  own contr ibut ion t o  t h e i r  progress represents  about 
12% of GN'P, i n  countr ies  where GNP per cap i t a  averages about 
$145 a year. 

I n  Latin America today, widespread poverty, rapidly r i s i n g  pop- 
u la t ion  and p o l i t i c a l  unrest  remain continuing t h r e a t s  t o  orderly 
progress. But t h e  wsr on poverty i n  Lat in  America i s  beginning 
t o  move. A major development e f f o r t ,  matched by subs tan t i a l  
U.S. ass is tance under the  Alliance f o r  Progress i s  beginning t o  
show resu l t s .  

I n  the  Near East and South Asia, ancient h o s t i l i t i e s  and new 
p o l i t i c a l  d isputes  s t i l l  t rouble  the  region. Yet i t s  th ree  
l a r g e s t  countr ies  -- Turkey, Pakistan, and India  -- press  for- 
ward with sustained development e f f o r t s ,  financed primarily from 
t h e i r  am l lmi ted resources. With our help, Greece and I s r a e l  
have reached the  threshold of economic self-support .  

I n  the  Far East, Vietnam and Laos a re  e t i l l  locked i n  b i t t e r  con- 
f l ic t  with Communist insurgents,  and our help  i s  e s s e n t i a l  t o  
t h e i r  continued res is tance.  But Korea has survived a ruinous 
war with our help,  and nar  mounts an increasingly e f f e c t i v e  
development e f f o r t .  A.I .D.  ass is tance t o  t h e  Republic of China 
on Taiwan can en8 t h i s  year, f o r  China can nar  progress on her 

In  Africa, a few countr ies  l i k e  Tunisia and Nigeria s t a r t  with 
t h e  leadership and experience t o  mount subs tan t i a l  development 
e f f o r t s ,  matched by subs tan t i a l  ass is tance from Western Europe, 
t h e  United S ta tes  and in te rna t iona l  agencies. But i n  most 
African countr ies  the  immediate needs a re  f o r  more t r a ined  
leadership and t h e  forging of nat ional  unity.  The t r a g i c  tur- 
bulence i n  t h e  Congo i l l u s t r a t e s  what could happen elsewhere, i f  
t h e  hopeful beginnings a r e  permitted t o  f a l t e r .  

C O N F I D E N T I A L  
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Vuch has been achieved, but the re  is s t i l l  a long way t o  go. . 
Vletnam and the Congo are  p la in  evidence that t h e  Communists w i l l  
s t i l l  feed c i v i l  s t r i f e  wherever they f ind an opening, The 
%-ununistst growing b e l i e f  i n  the  importance of the  lees-developed FOREIGM ASSIST AWCE ACT EXPENDITURES AS PERCEW 
world is  spelled out c lea r ly  by the  sharp increase i n  t h e i r  OF US. GROSS NATIONAL PRODUCT 
a c t i v i t i e s  t h i s  past year, which pushed Communist a id  commitments % 
t o  $1.3 b i l l i o n  -- the  highest l e v e l  i n  t h e i r  his tory.  2.0 -- 

The Foreign Assistance Act of 1961 s e t  our assistance g o d s .  Con- 
s i s t e n t  with t h a t  Act and i t s  objectives,  the program for  F Y  1966 

l 5  h A Military and Economic 

-- 

w i l l  : 
- 

- - intensify  the  concentration of our aid an8 our ins is tence 
t h a t  a id  be t i e d  t o  self-help aria performance: i 

--Improve the  qua l i ty  of ass is tance through greater  re l iance 
on pr iva te  s k i l l s  and resources; 

--continue t ightening t h e  management of ass is tancej  and i 
- - increase re l iance on mul t i l a te ra l  aiB coordination, and 

seek t o  put more f ree  world a id  on a m i l t i l a t e r d  bas i s .  

The $3,380 mil l ion request fo r  FY 1966 i s  the lowest request i n  
tbe  h i s t o r y  of the  foreign assietance program. 

This minfmum request r e f l e c t s  a determination t o  present t o  t h e  Fiscal Years 
Congress the  lowest a id  budget consistent wlth the  nat ional  in te r -  
e s t .  It takes  fu l l  account of the  increasing eff ic iency of t h e  
assistance program, and the increasing ava i lab i l i ty  of ass is tance 
fbnds from internat ional  agencies i n  which the costa a re  shared 
among a number of countries. 

It represents the  smallest burden on the American taxpeyer: one- 
ha l f  of 1% of our GNP (compared wlth 2% of GNP a t  the  height of 
the  Marshall plan),  and 3-1/2% of t h e  feaeral budget (campare8 
with nearly 12% 17  years ago). 
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Concentrating Assistance 

The program proposed for  M 1966 w i l l  intenelf'y the concentration 
of U.S. aseietance in.countr ies  of p r io r i t y  need and best per- 
f ormance. 

--Of a proposed t o t a l  of $1,667 million i n  development ass i s t -  
ance (~echn ica l  Cooperation and Development ~ o m s ) ,  two- 
thirds l a  presently planned for  seven countries which are  
engaged i n  strong, s e l f  -help, development programs r 
Brazil, Chile, Nigeria, Tunisia, India, Pakistan, and 
Turkey. 

--Of a propoeed $380 million i n  Supporting Aselstance, 
nearly go$ is planned for  four countries whose security 
or  a tab i l i ty  depends on continued U.S. support: Vietnam, 
Laos, Korea and Jordan. 

--Of a proposed $1,258 million Military Aseilrtanoe Program, 
nearly three-quarters i e  planned for  11 countries n w  
maintaining 3-1/2 million of t he i r  own men under a m  i n  
defensive forces rimming the C m i a t  world. 

In  recognition of the pr ior i ty  the United States places on the 
progress of our Latin American neighbors and i n  renponee t o  the  
momentum mhieved under the  Alliance for  Progrees, Latin America 
w i l l  again be the ecene of our most intensive assistance effort .  
The $596 million planned for  Alliance countries during FY 1966 
represents nearly a t h i r d  of t o t a l  A.I.D. country assistance and 
a per capita  aid leve l  of $2.73, by f a r  the highest for  any 
region. 

CONFIDENTIAL 
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Enrphasis on Self-Help 

Foreign ass is tance can add an Important margin of resources and 
s k i l l s  t o  t h e  se l f -help  e f f o r t s  of other countries.  Rut it can- 
not spare others  the  neeti t o  make the  major e f f o r t  themselves. 

Self-help was formally made a c r i t e r i o n  f o r  aid i n  the  Foreign 
Assistance Act of 1961. Since then, A.I.D. has l e d  the  way among 
f r e e  world donors i n  r e l a t i n g  ass is tance t o  sound sel f -help  
measures. 

A t  t h e  slmplest  level ,  t h i s  means cost-sharing i n  any A.1.D.- 
a s s i s t ed  p ro jec t ,  Kith the  U.S. contribution of experts or  
American commodities r e la ted  t o  the  host government's carrylng 
i t s  share of l o c a l  costs .  

--In Thailand i n  1964, f o r  exenrple, the  Thai Government con- 
t r ibu ted  more t o  t h e  cos t  of A.1.D.-assisted development 
p ro jec t s  than we did. A . I . D . ' s  contribution f o r  American 
exper ts  anti commodities to ta led  $6.9 mill ion, and the  Thais 
contributed t h e  equivalent of $7 mill ion f o r  l o c a l  costs :  
labor ,  materials,  support s e r d c e s  and t h e  l i k e .  

Performance i n  development, however, is  more than a matter of 
sharing project  costs.  It involves w e r y  major aspect of a 
country's development e f f o r t :  t a x  po l i c ies ,  budgeting, exchange 
controls,  government act ions  t h a t  e f f e c t  t h e  climate fo r  p r iva te  
i n i t i a t i v e ,  t h e  r e l a t i v e  emphasis being given t o  agr icul ture ,  
industry,  education, heal th  and the  l i k e .  

I n  countr ies  t o  which the  United S ta tes  i s  givlng subs tan t i a l  
development ass is tance,  se l f -help  and the  measurement of s a t i s -  
factory performance i s  a ccmrplex matker. h e r - a l l  country per- 
formance must be thoroughly reviewed and taken i n t o  account. I n  
some instances ass is tance agreements a re  entered i n t o  which con- 
t a i n  spec i f i c  provisions a s  t o  what an aid recipient  K i l l  or K i l l  
not do. For example: 

--Disbursement of a l a r g e  program loan t o  a Latin American 
country was e x p l i c i t l y  t i e d  t o  act ion on measures t o  slow 
a sharp r i s e  i n  l i v i n g  costs ,  including spec i f i c  l i m i t s  on 
government surpluses,  reform of foreign exchange r a t e  
pol icy and fixed llmits t o  the expansion of bank c r e d i t .  
The conditions were met anti the  loan was disbursed on 
schedule. 

--In nn Asian country an increased commodity loan t o  finance 
e s s e n t i a l  U.S. Fmports fo r  the  pr ivate  sec to r  was l inked t o  

e:.lmination of controls  t h a t  slowed the  import of needed 
raw materials,  s t i f l e d  p r iva te  sector  growth and inv i t ed  
corruption. The country removed import l icensing require- 
ments, introduced an excise t a x  t o  discourage speculation, 
and the  loan was authorized. 

--The U.S. ass is tance program for  another Latin American 
country was t i e d  t o  performances on a s t a ted  s e r i e s  of 
reforms including reduction of the  government's cash 
d e f i c i t ,  t a x  reform, t i g h t e r  money control  and t h e  adop- 
t i o n  of measures t o  eliminate operating d e f i c i t s  i n  public 
enterpr ises .  U.S. ass is tance was t o  be released i n  s tages ,  
based on performance. On the  bas i s  of performance a t  the  
time, the  bulk of the  ass is tance was withheld. 

In  measuring self-help,  A . I . D .  i s  concerned with performance t h a t  
d i r e c t l y  a f f e c t s  economic growth and s o c i a l  development. Assist-  
ance i s  not t i e d  t o  p o l i t i c a l  conformity o r  the  way a country 
chooses t o  vote i n  the  United Nations. 

But when countr ies  d ive r t  t h e i r  scarce resources i n t o  arms i n  
order t o  mount p o l i t i c a l  adventures against  t h e i r  neighbors, 
they waste substance badly needed fo r  the  welfare of t h e i r  own 
people. 

The United Sta tes  cannot afford t o  provide ma,jor ass is tance t o  
countries t h a t  choose t o  make t h e i r  own development a minor 
concern. 

The minimum appropriations requests for  both FY 1965 and 1966 
r e f l e c t  A . I . D . ' s  determination t o  l i m i t  ass is tance t o  those 
making the  best  use of it .  The 1966 request leaves no room for  
the support of marginal a c t i v i t i e s  or  f o r  cos t s  t h a t  aid- 
receiving countries a re  able t o  carry  themselves. 

Improving t h e  m a l i t y  of Assistance 

Many e f f o r t s  a r e  under way t o  make b e t t e r  use of the  tremendously 
productive and diverse  s k i l l s  and resources of the  p r iva te  sec to r  
of the  American economy. 

For example, the  agr icu l tu ra l  revolution i n  the  United S ta tes  
was sparked by t h e  nat ion 's  great land grant colleges and uni- 
v e r s i t i e s ,  which provided both a research and a t r a in ing  base 
fo r  the  a g r i c u l t u r a l  extension network t h a t  helped t o  make 
American agr icu l tu re  so productive. 

In  the  developing countr ies  today, it is  proving very d i f f i c u l t  
t o  r a i s e  farm output. As a r e s u l t ,  food supplies a r e  lagging 
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behind demand i n  several  countr ies  and ser ious  shortages could 
dev-elop i n  a f a r  yea rs t  t h e  unlees strong measures a re  taken 
quickly. 

Surplus American food, provided through the  Food f o r  Peace Pro- 
gram, can help great ly ,  but  t h e  ul t imate  answers l i e  i n  improving 
these  coun t r i es t  a b i l i t y  t o  buy food from abroad and, most impor- 
t a n t ,  i n  making t h e i r  farme more productive. 

I'he United S ta tes  i e  r e ly ing  heavily on t h e  same ine t i tu t ione  
t h a t  transformed American agr icu l tu re  t o  apply t h e i r  s k i l l s  and 
experience t o  t h e  d i f f i c u l t  ag r icu l tu ra l  problems of the  develop- 
i n g  nations.  Through more extensive contract8 with the  land grant 
u n i v e r s i t i e s  and col leges  and broader use of Department of Agri- 
cu l tu re  experts provided through inter-agency agreements, A.I.D. 
w i l l  increase  emphasis i n  i t s  FY 1966 progrms on agr icu l tu ra l  
development i n  Asia, Africa an8 Lat in  America. 

A great  share of A.I.D. t echn ica l  ass is tance i s  already ca r r i ed  
out by non-governmental i n s t i t u t i o n s  and pr iva te  firms. 

--American colleges,  universities, business an8 profess ional  
firms and servlce  organizations hold more than $400 mi l l ion  
i n  A.I.D. contract8 f o r  t echn ica l  ass is tance work i n  76 
countries.  

--A.I.D. emphasis on t h e  development of cooperatives and 
t h r i f t  i n s t i t u t i o n s  overseas has increased sharply since 
1962, wlth four times t h e  technicians  now a t  work i n  t h e  
f i e l d .  Of t h e  360 technicians  now helping other countries 
developing savings and loan associations,  c r e d i t  unions, 
e l e c t r i c  d i s t r ibu t ion ,  housing and farm marketing coopera- 
t i v e s ,  more than 200 a r e  t h e  employees of p r iva te  American 
t h r i f t  and cooperative associa t ions  with whom t h e  Agency 
contracts .  

--Private American engineering and construction firms a re  now 
a t  work i n  over 50 countries,  supervising t h e  design and 
construction of more than $4 b i l l i o n  i n  A . 1  .D.-assisted 
c a p i t a l  projects;  i r r i g a t i o n  systema, power &ms, f e r t i l i z e r  
f ac to r ies ,  and t h e  l i k e .  

ENCOURAGING PRIVATE INVESTMENT 

Pr iva te  investment pu t s  management s k i l l  a s  well  a s  c a p i t a l  t o  
work i n  the  less-developed countr ies ,  and encouragement of more 
p r iva te  American investment i n  Asia, Africa and Latin America 
remains a p r i o r i t y  objective i n  t h e  A.I.D. program. - 

Since t h e  establishment of A.I.D. i n  1961, t h e r e  has been a 
dramatic growth i n  programs avai lable  t o  American investors 
through A. I .D . ,  and a s ign i f i can t  improvement i n  t h e  management 
of exis t ing incent ive  programs. 

--More developing countries have undertaken formal agree- 
ments with the  United S ta tes  which enable A.I.D. t o  
extend Investment Guaranty coverage t o  new American 
pr ivate  investments i n  these  countries.  The number of 
less-developed countries with Investment Guaranty agree- 
ments has r i sen  from 40 i n  December 1961 t o  63 by Decem- 
ber 1964. Investment Guaranty coverage during t h e  same 
period nearly quadrupled from $487 mil l ion t o  a t o t a l  of 
$1.8 b i l l i o n  by the  end of December 1964. 

--The handling of Investment Guaranty appl icat ions  was 
streamlined i n  1964, and t h e  468 spec i f i c  r i e k  contracts  
wri t ten during t h e  calendar year i s  more than double t h e  
188 contracte  wr i t t en  t h e  previous calendar year.  

--Increased use i s  being made of the  Investment Survey pro- 
gram i n i t i a t e d  i n  1962, under which A.I .D.  w i l l  share the  
cost of studying a po ten t i a l  lnveetment opportunity over- 
eeas. By t h e  end of 1964, A.I .D.  had iseued 110 survey 
grants. A s  a r e s u l t  of surveys already completed, 
American investore h a w  decided t o  proceed with new 
inwatments with t o t a l  po ten t i a l  of $15 t o  $20 mil l ion.  

--A.I.D. campiled a cata log of more than 1,200 recent 
economic and f e a s i b i l i t y  s tud ies  made i n  the  lees-developed 
countriee -- t h e  f i r s t  such l i s t i n g  ever t o  be made avai l -  
able t o  p o t e n t i a l  American investors.  The f i r s t  p r i n t i n g  
of 10,000 was exhausted within s i x  weeks of i t 8  r e lease  
i n  May 1964; a second ed i t ion  l i s t i n g  351 more s tud ies  
wae issued i n  July; and a t h i r d  edi t ion,  fu r the r  enlarged, 
i s  scheduled f o r  March 1965. 

C O N F I D E N T I A L  ti 
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The Congress hae been asked t o  approve a t a x  c red i t  f o r  invest-  
ments i n  the  underdeveloped countries,  which i s  expected t o  pro- 
vide fu r the r  inducement fo r  American investors t o  r i s k  t h e  
uncer ta in t i e s  of ventures i n  the  less-devrloped countries an8 
a c t  t o  increase  t h e  flow of U.S. p r iva te  cap i t a l  t o  t h q .  The 
praposal would grant a t a x  c r e d i t  against  the  t o t a l  t a x  l i a b i l i t y  
of an i n m e t o r  equal t o  3096 of h i s  new investment i n  underdevelo-ped 
countr ies .  

Before t h e  cloee of FY 1965, t h e  Agency expects a repor t  from i t s  
distinguished Advisory Committee on Pr ivate  Enterprise which is  
revias lng current programs an8 w l l l  suggest new or more efTective 
means t o  encourage greater  p r iva te  pa r t i c ipa t ion  i n  economic 
development. 

Strenghtening the  Pr ivate  Sector 

The developing countr ies  t h a t  have made the  bes t  progress a r e  
those i n  which p r iva te  i n i t i a t i v e  and private  en te rp r i se  have 
been encouraged t o  play a vlgorous r o l e  i n  national growth. 

A.I.D. has long provided technical  assietance t o  p r iva te  Industry, 
encouraged government measures t h a t  Improve the  climate f o r  pr iv-  
a t e  i n i t i a t i v e  and helped t o  strenghten productivity councils an8 
t r a d e  associa t ions  deaigned t o  r a i s e  standards an8 performance i n  
p r iva te  industry.  

One of t h e  greates t  bottlenecks t o  gruw-th i n  both the  p r iva te  
i n d u s t r i a l  an8 agr icu l tu ra l  sec to r s  has been a shortage of c r e d i t  
on reasonable terms. To ease t h i s ,  A.I.D. haa emphasized the  
establiehment of t h r i f t  i n s t i t u t i o n s  and intermediate c r e d i t  
institutions such as development banks, housing and farm c r e d i t  
banks. Among the  r e s u l t s  by the  end of FY 1964 a re  these: 

--36 A.1.D.-assisted i n d u s t r i d  development banks i n  30 
countr ies  have made 2,400 sub-loans fo r  p r iva te  i n d u s t r i a l  
ventures, including t h e  expansion of ex i s t ing  en te rp r i se  
as w e 1 1  a s  the  i n i t i a t i o n  of new ventures. 

--A.1.D.-assisted agr icu l tu ra l  c r e d i t  banks i n  t e n  countries 
(nine of them i n  Lat in  America) have made more than 40,000 
eub-loans f o r  farm Fmprwements. 

--Savings and loan associa t ions  organized with U.S. assist- 
ance, and almost non-existent i n  Latin America a few years 
ago, have accumulated l o c a l  deposi ts  of $75 mil l ion f o r  
investment i n  housing and other ventures. 
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Another continuing handicap i n  the  growth of p r iva te  en te rp r i se  
i n  t h e  less-developed countr ies  i s  a ehortage of experienced 
managerial help -- people s k i l l e d  i n  management, marketing, and 
production control.  With s t rong encouragement from A.I.D., the  
Internat ional  Executive Service Corpe was eetablished under 
p r iva te  auspices during 1964 t o  provide t h e  help  of experienced 
American businessmen t o  entrepreneur8 i n  t h e  lees-developed 
countries.  Pr ivate  bueiness firms i n  more than 30 countr ies  
have expressed i n t e r e s t  i n  ass is tance from the  Corps. 

Finally,  A.I .D.  commodity loans h a m  become an increasingly 
Important f ac to r  i n  t h e  growth of p r iva te  enterpr lue  i n  countr ies  
such a s  India, Pakistan, Chile, and Brazil. They a r e  made avai l -  
ab le  t o  countries with sound development programs, and they make 
it possible fo r  p r iva te  en-cerprise t o  import a wide v a r i e t y  of 
American goods apd equipment needed t o  maintain or  expand ex i s t ing  
plants ,  r epa i r  or  increase  t h e  supply of farm equipment, and the  
l i k e .  I n  India  alone, f o r  example, $220 mil l ion (about 8096) of 
$275 mil l ion i n  cmmodity loans d e  during 1964 went d i r e c t l y  
t o  finance American exports badly needed by InBia's p r iva te  
en te rp r i se  sector .  

TIGRTENING MANAGEMENT OF ASSISTANCE 

A.I.D. is continuing i t s  dr ive  f o r  eff ic iency and economy i n  the  
management of aselstance.  The Agency has reduced t h e  number of 
employees, ra ised performance l eve l s ,  cut  operating costa ,  an8 
i n s t i t u t e d  l m p r d  management procedures . 
I n  FY 1964, t h e  Agency r d u c e d  d i rec t -h i re  s t a f f  by 1,140 -- 
from 16,7& at t h e  beginning of FY 1964 t o  15,642 by the  c lose  
of FY 1964. 

Further rhduations a r e  being m d e  through Improved operating 
procedures an8 continued Improvaments i n  job performance. 

A.I.D. has increased a t t e n t i o n  t o  t h e  profess ional  improvement 
of its s t a f f ,  e e t t i n g  high performance standards, rewarding 
ccuupetenca and weeding out ine f fec t ive  employees. Procedures 
i n i t i a t e d  t o  t h i s  end include a new performance evaluation eystem, 
f i e l d  v l s l t e  by headquarters s t a f f  t o  revlew personnel procedures 
on t h e  ~ o t ,  and an improved i n i t i a l  se lec t ion  process. 

We expect t o  t ake  -her steps i n  t h i s  d i rect ion,  I n  t h e  con- 
t e x t  of a program designed t o  streng-chen t h e  personnel capa- 
b i l i t i e s  of all foreign a f f a i r s  agencies of t h e  government. 

CONFIDENTIAL 
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Rotating t h e  foreign a i d  s t a f f  b e t a w n  headquarters an8 f i e l d  
assignmente i s  Important t o  t h e  a c h i w n t  of a uamon well-knit 
staff operation. Experience hae aloo d e m c o &  t h e  value of 
assigning IWW foreign service  renerve appointees t o  h e d q u a r t e r s  
operations before they un8ertaht a first owrseaa tour. To t h i s  
end, we a r e  n q ~ ~ ~ ~ t i n g  brodened  authori ty  t o  appoint foreign 
service  reserve o f f i c e r s  t o  i n i t i a l  duty i n  Washington, without 
t h e  ex i s t ing  l imi ta t ions  on t h e  number, duration, or purpose of 
such assignments. 

Cutting Operating Costs 

The dr ive t o  reduce A.I.D. aperating cos t s  continues t o  produce 
subs tan t ia l  econcrmies. A number of changes i n  aperating d e t a i l  
have contributed t o  these  cost  reductions. 

For example, during FY 1964, rescheduling air service within Laos 
f o r  t h e  movement of cargo an8 personnel saved an estlmated 
$106,808. More than $200,000 was s a w  by a thorough screening 
of per iodical  Agency publications which eliminated some, and cut  
production cos t s  on others.  Savings estimated a t  more than 
$100,000 resul ted fram one change i n  h a n a i n g  routine communica- 
t i o n s  between Washington and t h e  f i e ld .  

Tighter purchasing pract ices  h a w  contributed t o  lmr costs.  
A.I.D. continued t o  u t i l i z e  Government-owned excess property 
wherever possible, i n  place of new procurement f o r  f i e l d  needs. 
A t  t h e  cost  of some $4.1 mil l ion t o  t h e  Agency, excess property 
with an o r ig ina l  purchase p r ice  of $36.1 mil l ion was provided f o r  
use i n  A.I.D. projects  oversear. Consolidated buying of DDT 
suppl ies  f o r  malaria con t ro l  programa during t h e  industry's s l ack  
season cu t  cos t s  by $1,737,000. 

Mechanizing routine operations w h e m r  possible has a l s o  helped 
cu t  costs.  For example, efficiency haa been increaeed 20% by 
mechanizing t h e  servicing of loan col lect ione an8 investment 
guarantee premiums. The number of loan snd guaranty agreemenbe 
serviced a n n u  increased f r a n  900 in 1961 t o  2,400 i n  1965, 
bu t  t h e  man-hours required t o  service  each agreement have been 
c u t  58%. 

IMPROVING TRE FREE WORLD A I D  EFFORT 

The United States  strongly supports the  pr inciple  of mul t i l a te ra l  
ass is tance f o r  development. We w i l l  p e r s i s t  i n  our e f fo r t6  t o  
channel more f r e e  world a i d  through mul t i l a te ra l  agencies and we 
Kill Lnorewe our own c o n t r i h t i o n s  t o  internat ional  i n s t i t u t i o n s  

Use of Mult i la teral  Agencies 
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There has been a steady increase i n  the  amount of economic 
assistance provided through Internat ional  agencies such as  the 
World Bank, the  Internat ional  Development Association (IDA), 
t h e  Inter-American Development Bank (IDB) and t h e  European 
Development Funa (EDF). 

The mul t i l a te ra l  share of t h e  t o t a l  f r e e  world a id  flow has 
increased fram 12% i n  1960 t o  17% i n  1963; i n  the  patst four 
years, the  mul t i l a te ra l  agencies have increased the  amount of 
t h e i r  cap i ta l  ass is tance t o  t h e  less-developed countries by 50$, 
t o  a t o t a l  of $1.4 b i l l i o n  i n  new commitments i n  1963. 

The U.S. share of o f f i c i a l  contributions t o  mul t i l a te ra l  agencies 
now ranges from 30% of World Bank subscriptions up t o  43% of the  
subscribed ordinary c a p i t a l  of t h e  IDB. (The United S ta tes  does 
not pa r t i c ipa te  i n  funding the  EDF and other European mul t i l a te ra l  
assistance programs. ) 

Coordinat in~ Bi la te ra l  Aid 

The United S ta tes  has been a leader i n  seeking improved interna- 
t i o n a l  coordination of b i l a t e r a l  a id .  The United S ta tes  was in- 
strumental i n  the  formation of the  Development Assistance Com- 
mittee of the  Organization f o r  Economic Cooperation and Devel- 
opment (OED), the  cen t ra l  review body f o r  major f r e e  world a i d  
donors. 
We have par t ic ipated from the  outset  In  the  a id  consortia and 
consultative groups s e t  up by t h e  World Bank and by the  OECD 
for  India, Pakistan, Turkey, Greece, an8 more recently,  Colombia, 
Nigeria, SuBan and Tunisia. h r i n g  FY 1966, 85% of a l l  A.I.D. 
development loans i n  Asia an8 Africa w i l l  be committed through 
these multi-national aonsort ia  or consultative groups. 

A l l  U.S. a s ~ i s t a n c e  t o  Lat in  America i s  provided within t h e  in te r -  
national framework of t h e  Alliance f o r  Progress. The Inter-  
American Committee f o r  the  Alliance f o r  Progress (cIAP) i s  rapidly 
becoming a most useful  forum f o r  t h e  coordination of ass is tance 
t o  Latin American countries.  

The a c t i v i t y  of the  CIAP, and the  World Bank's expressed will ing- 
ness t o  expand i ts  r o l e  a s  a sponsor of multi-national consulta- 
t i o n  w i l l  g rea t ly  strenghten t h e  internat ional  framework within 
which a substant ia l  por t ion of U.S. b i l a t e r a l  a id  i s  already 
being provided. 

a s  rapidly as  other members do so. 
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The U.S. share i n  t h e  t o t a l  f r e e  world aid burden has &eclined 
with t h e  r i s e  of other f ree  world aid. By 1963 -- the  l a s t  year 
f o r  which complete f igures  a r e  avai lable  -- the U.S. b i l a t e r a l  
share declined t o  jus t  under 50$ of the  $8.1 b i l l i o n  t o t a l  i n  
new aid cammitmente, a drop from 5696 t h e  p redoue  year. 

Total . . . . $8.1 billion in 1963 

Working p r h a r i l y  through the  Development Assistance Committee 
of the  OECD, t h e  United S ta tes  i s  pressing other f r e e  world 
donors t o  continue enlarging t h e i r  e f fo r t s .  

THE PROBLEM OF A.I.D. TERMS 

The most press ing problem i n  t h e  common aid e f f o r t  remains the  
t e r n  on wfiich a i d  i s  extamled, an8 t h e  e f fec t  these  t e m e  axe 
having on the debt burdens of t h e  recipient nations. Same improve- 
ments have taken place. But t h e  a id  terms or most other f r e e  
world donors remain s ign i f i can t ly  harder than ours. In  moat 
cases t h e i r  i n t e r e s t  r a t e s  a r e  higher and t h e i r  matur i t ies  a r e  
shorter.  

The growing debt service burden of Turkey i l l u s t r a t e s  t h e  problem 
tha t  w l l l  soon face many &eveloping countries i f  the  terms of 
other b i l a t e r a l  aid-nivers aid comultments are  not l iberal ized.  

--In the  next few years,  4096 of Turkey's short  maturity 
debt w i l l  f a l l  due, and fully half  i ts  export earnings 
w i l l  be, required f o r  debt service.  

The debt repayment burden of t h e  less-developed countries now 
t o t a l s  nearly $5 b i l l i o n  annually and is  r i s i n g  by 15% each year. 
The DAC has established a working par ty  t o  study t h e  problem, 
and t o  work act ively fo r  b e t t e r  t e r n  i n  both o f f i c i a l  and pr iva te  
c red i t s .  Unless the  debt service  burden can soon be substantially 
reduced, t h e  effectiveneaa of new assis tance w i l l  be sharply 
reduced and t h e  development prospects f o r  a number of countries 
w l l l  dim. 

A I D  AND TKE 1T.S. ECONOMY 

The Mutual Defenee and Development Programs proposd  f o r  FY 1966 
represent the  smallest  burden t h e  American economy has been asked 
t o  bear since t h e  beginning of t h e  Marshall Plan. It i s  a burden 
t h e  American economy can e a s i l y  support. It represents one-half 
of 1% of our GNP. In per  cap i ta  t e r n ,  it represents a drop from 
$30.52 fo r  every American ln 1949, during t h e  Marshall man, t o  a 
cost of $17.51 per person f o r  FY 1966. (Per cap i ta  GNP i n  the  
United S ta tes  has nearly doubled ln t h i s  time, r i s i n g  from 
$1,760 i n  1949 t o  an estimated $3,320 t o d w . )  

The U.S. procurement pol ic iea  followed over t h e  past  four years 
have minimized t h e  d ra in  of our ass is tance programs on our 
balance of payments. Over 85$ of all aid  do l la r s  is  now committed 
d i r e c t l y  f o r  purchase of U.S. goods and services.  
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I -ow- i i i i i i c i o  COMMODITY EXPENDITURES ' 
MAJOR COMMODITIES PURCHASED IN U.S. 

FY S64 VS FY I960 - M ~ l l m  of DDnm 

Mlsc Mach~nery 
(Aqr~c E lndust I 

Iron &Steel 

Electrical 
Apparatus 

Motor Vehicles 

Nonferrous 
Metals 

Construction 
Equipment 

Petroleum 
Products 

Textiles 

Pulp 6 Paper TOTAL COMMODITIES 
PURCHASED 

Another r e s u l t  of A.I.D.'s procurement policy i s  a substant ia l  
export business f o r  American pr iva te  enterpr ise .  A.I.D. economic 
programs alone financed t h e  export of nearly a b i l l i o n  do l la r s  
i n  American p r d u c t a  during FY 1964, and American ahipping l i n e s  
were paid more than $80 mil l ion t o  carry these products t o  t h e i r  
dest inat ions  i n  t h e  less-developed countries.  

I n  e f fec t ,  t h e  A.I.D. program helpe t o  i n t r d u c e  American pro- 
ducts an8 American indus t r i a l  know-how t o  new markets. American 
farm surpluses provided as  a id  t o  Japan a f t e r  World War I1 
changed t h e  Japanese d i e t ,  and Japan is now t h e  biggest s ingle  
cash customer f o r  U. S. farm exports -- some $500 mil l ion per  
year. The American Coal Exporters Association t r a c e s  more than 
$250 mil l ion i n  current annual coal export business d i r e c t l y  t o  
new markete opened by a id  shipment e of U.S. coal t o  postwar 
Europe and Japan. 

The most Important long-term benef i t s  of t h e  mutual development 
program, however, a r e  those t h a t  etem from t h e  expanding export 
markets t h a t  a r e  t h e  product of succeseRil development. 

Since t h e  Marshall Plan and the  recovery of Western Europe, our 
exports t o  European markets have more than doubled. They have 
quadrupled t o  Japan during t h e  same period. 

Tod~ty, wlth the  success of t h e i r  e f f o r t  and our assistance, t h e  
flrst of the  developing countries a r e  emerging as  self-supporting 
caah customers. As I a r a e l  approachca self-support, American 
co~nmercial exports t o  t h a t  country increase s teadi ly .  U.S. 
cammerciaL exports t o  I s r a e l  (those not A.I.D.-financed) have 
nearly t r i p l e d  -- f r o m  $85 mil l ion eince 1958 t o  $235 million 
i n  1963 -- and they continue t o  increase a t  a r a t e  of 15$ t o  
207b a year. U.S. cammerical exports t o  t h e  Republic of China on 
Taiwan, where econmic a id  ends t h i s  year, rose from $49 mil l ion 
i n  1962 t o  an estimated $80 t o  $85 mil l ion i n  1964. They are 
sure  t o  rise fur ther  as  t h e  Taiwanese standard of l i v l n g  continues 
t o  imprm. 

The expanded t r ade  opportunities already opened by the  process 
of development make it c l e a r  t h a t  t h e  economic progress of other 
f r e e  countr ies  i s  i n  t h e  d i rec t ,  long-term i n t e r e s t  of our uwn 
economy. 
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Authorizations and Appropriations for FY 1966 

Requirements for military and economic assistance for FY 1966 have 
been careful.ly reviewed, including a thorough study of the present 
situation and prospects for each country receiving U.S. help. 
Based on the best estimates that can be made today, minhum fund 
requirements will be $3,579 million. Of this amount, $199 million 
can be met from estimated loan repayments, recoupments of prior 
year obligations, etc. 

This leaves a need for $3,380 million in new appropriations. 
$1,364 million of this amount will not require new 8utnorieatione, 
since autilurizations enacted by the Congress in 1961 for Develop- 
ment Loans ($1.5 billion) and for the Alliance for Progress ($600 
millicn) far ?'Y 1966 are sufficient, as is the continuing authori- 
zation for State Department administrative expenses. 

Ey appropriation account, the President's request for new authori- 
zations and appropriations for FY 1966 is as follows: 

-- (1n millions of dollars) 
Authorizations Appropriations 

Development Loans 
Technical Cooperation 
Alliance for Progress (DL and TC) 
Supporting Assistance 
Contributions to International 
Organizations 

Contingency Fund 
American Schools and Hospitals 
Abroad 
A.I.D. Administrative Expenses 
State Administrative Expenses 

Total Economic 846 2,210 

Military Assistance 1,170 1,170 

Total Military and Economic 2,016 3,380 

m e  President is also requesting a apecia1 stanaby authoriiWAon 
for I a l l t m y  or Sqporting Assistance to be uwd only in Vietnam 
and only in case finds are needed to protectvita1U.S. interentm. 
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Program for FY 1966 

The total program for FY 1966 is slightly larger than the FY 1$5 
program, reflecting primarily a rise in requirements for the 
Alliance for Progress. A summary by funding category of actual 
obligations in FY 1964, current estimates for FY 1965, and pro- 
posed FY 1966 programs follows: 

MUTUAL DEFENSE AND DEVELOPMENT PROGRAM 

(1n millions of dollars ) 
FY 1964 1965 - I 196 

Commitments ~stimated~ Proposed 

1.616 1.573 1.667 Develownent Assistance 

Development Loans 
Alliance for Progress Loans 
Technical Cooperation 
Alliance for Progress W e b  
nlcd Cooperation 

Military and support in^ 
Assistance 

Military Assistance 
Supporting Assistance 
Contingency F'und 

Other Assistance and 
Administrative Expenses 

Investment Surveys 
American Schools and 
Bospitale Abroad 
Contributions to Int '1. 
Organizetione 

Administrative Expenses 

4 $300 million of funds appropriated by the Congress for FY 1N5 
are reserved in accordance with Title I of the Foreign Assist- 
ance and Related Agencies Appropriation A c t ,  1965 (P.L. 88-634). 
Funds may be released from the reserve on a determination by 
the President that the release is in the national interest. 
It is now estimated that these-funds will be required for use. 

b-/ Military Assistance estimated FY 1N5 program include8 an anJ 
ticipated transfer of $50 million from the Contingency Fund. 
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Investment Guaranty programs a r e  basic t o  A . I . D . ' s  e f f o r t s  t o  
enlarge t h e  r o l e  of American pr iva te  enterpr ise  i n  t h e  development 
process. Encreased pr iva te  American investment i n  less-developed 
countries provides both know-how and c a p i t a l  t o  f u r t h e r  the  over- 
all deve lopen t  of those countries.  

Based on recent trends i n  applications,  t h e  Congress has been asked 
t o  provide authori ty  f o r  A.I .D.  t o  i s sue  addi t ional  investment 
guaranties i n  the  following -amounts. No add i t iona l  appropriations 
a r e  necessary. 

--For Specif ic  Risk Guaranties, t o  increase t h e  present 
i s s u i m  authori ty  of $2.5 b i l l i o n  bv an add i t iona l  $2.5 
b i l l i o n .  More than $2.2 b i l l i o n  i n  spec i f i c  r i s k  guar- 
a n t i e s  were issued by December 31, 1964. Guaranties issued 
i n  calendar 1964 amounted t o  $708 million, almost double 
t h e  amount of specif ic  r i s k  guaranties issued i n  1963. 
The growth of t h i s  program -- which guarantees against 
l o s s  due t o  expropriation, inconver t ib i l i ty ,  o r  war r i s k  
and revolution -- has continued a t  a high r a t e  i n  FY 1965. 

--For Latin American Housin~ Guaranties, t o  increase t h e  
present i s s u i m  authori ty  of $250 mil l ion by an addi t ional  
$100 mil l ion f o r  the  next two years. This program provides 
extended r i s k  coverage f o r  sel f - l iquidat ing housing pro- 
j ec t s  i n  Latin America. More than 18,000 houses have been 
completed o r  a r e  being constructed under guaranties already 
issued. It 7.s proposed t o  modify t h e  program on the  basis 
of experience t o  date. 

Regional &phases i n  t h e  Proposed Program f o r  M 1966 

Developnent ass is tance i s  t h e  prime focus of U.S. a i d  e f f o r t s  i n  
t h e  Lat in  America, Near East and South Asia and Africa regions. 
In each of these  regions, development ass is tance w i l l  account f o r  
a t  l e a s t  889 of proposed FY 1966 A. I .D .  programs. In Latin America 
and Near East and South Asia, developnent ass i s tance  i s  concen- 
t r a t e d  i n  development lending. In t h e  Africa region, developnent 
ass is tance is about evenly divided between Developnent Loans and 
Technical Cooperation funds. 

The following t a b l e  summarizes development ass i s tance  programs 
proposed f o r  FY 1966 i n  each region. 

CONFIDENT lAL 

DEVELOPMENT ASSISTANm BY REGION 

(1n millions of d o l l a r s )  
I a t i n  Near East Far 

America South Asia Africa East 

Total A. I .D. Regional 
Program 610 77 1 218 390 

Development Assistance 596 736 19 8 4  
Development b a n s  
Technical Cooperation 

(508) (6go) (100) (50) 
(88) (46) (92) (34) 

Development Assistance 
a s  $ of A.I.D. Regional 
Program 

9796 969 889 22$ 

In  the  Far East region, emphasis continues on Military and Sup- 
porting Assistance, t o  help t h e  f r e e  nations of t h i s  region 
defend themselves against  Communist aggression and subversion. 
Even i n  the Far East, however, e f f o r t s  a r e  continuing t o  s h i f t  
from securi ty  support t o  development where possible.  

ECONOMIC ASSISTANCE PROGRAM 

Principles and P l a n n i n ~  

A.I.D. ass is tance programs a r e  developed on a country-by-country 
basis.  Three basic  pr inciples  determine t h e  nature and amount of 
U.S. ass is tance a l locat ions  t o  individual countries. They are:  

--The importance t o  t h e  United S ta tes  of strengthening the  
country's econoqy and development e f fo r t ,  i t s  p o l i t i c a l  
and s o c i a l  s t ruc tu re  and ins t i tu t ions ,  i t s  secur i ty  
s i tuat ions  ; 

--The needs of t h e  country f o r  assistance, and the  availa- 
b i l i t y  t o  the  country of ass is tance from other sources; 

--The effectiveness with which t h e  country i s  using i t s  
own resources. 
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Among the  3 1  major A.I.D. country programs proposed f o r  IT 1966, 
24 a r e  focused d i r e c t l y  toward building development. Seven pro- 
grams provide ass is tance t o  promote secur i ty  and s t a b i l i t y  i n  
c r i t i c a l  country s i tuat ions .  

Development Assistance Program 

In  24 major development assistance,programs, the United S ta tes  is 
attempting t o  induce and a s s i s t  sound e f f o r t s  toward l a s t i n g  
economic and s o c i a l  development. The goal i s  t o  help these  
countries reach the  point where foreign assistance on concessional 
terms i s  no longer necessary. 

Successful development of a country depends primarily upon t h e  
performance of i t s  people, i n s t i t u t i o n s  and government. Foreign 
ass i s tance  can help by providing a v i t a l  margin of resources and 
s k i l l s ,  and by providing e f fec t ive  incentives f o r  se l f -help 
e f fo r t s .  But foreign ass is tance w i l l  not produce development 
unless t h e  country i t s e l f  undertakes an effect ive e f fo r t .  

Therefore A.I.D. development ass i s tance  strategy: 

--concentrates a i d  i n  countries whose performance is good 
enough t o  make our ass is tance effective; and 

--administers ass is tance so as  t o  encourage and promote 
b e t t e r  performance by recipient  countries. 

A.I.D. appl ies  these bas ic  concepts i n  each of i t s  major develop- 
ment ass i s tance  programs. By incentive programming, A.I.D. seeks 
country agreement with respect t o  spec i f i c  needed improvements, 
by making provision of some par t  of A.I.D. assistance conditional 
on fu l f i l lment  of spec i f i c  sel f -help measures. I n  some cases 
ass i s tance  f o r  projects  and programs may be deferred pending 
country adoption of improvements and reform. 

A.?.D. development ass is tance s t r a t e g i e s  and c r i t e r i a  a r e  applied 
i n  a l l  major development ass is tance programs. However, two main 
sub-types of development ass is tance programs may be ident i f ied.  

CONFIDENTIAL 

General Support f o r  Development 

59% of t h e  A.I.D. ass is tance program f o r  FY 1966 i s  proposed f o r  
$I@&' general-support countries (see t a b l e  on types of Country 
Assistance Programs on page 14) .  Each of these  countries has 
re la t ive ly  l a rge  needs f o r  external  ass is tance and each i s  ex- 
pected t o  b e  ab le  t o  use such ass is tance effect ively i n  building 
development. Each i s  important t o  U.S. foreign policy. These 
countries a r e  taking s teps  t o  improve self -help performance and 
t o  a l l o c a t e  investment funds and other  resources effect ively.  
Vir tual ly  a l l  of A.I.D.'s program loans f o r  development a r e  made 
t o  countries i n  t h i s  group. 

Program loans t o  these  countries enable p r iva te  enterpr ise  t o  
obtain scarce foreign exchange f o r  the  spare par ts ,  equipment 
and raw materials needed f o r  maintenance of production and ex- 
pansion of capacity. Program loans a r e  a l so  useful  i n  these  
countries t o  provide incentives f o r  fu r ther  self-help reform 
measures. Because of the l a r g e  and increasing debt--senrice 
burden which these countries bear, A.I .D.  loans t o  them a r e  
made on minimum terms thus maximizing development impact f o r  
each d o l l a r  of assistance. 

Qual i f ied Support f o r  Development 

This sub-group includes 16 country programs. Development i n  
these countries i s  of major im~or tance  t o  U.S. policy i n t e r e s t s  
and they have r e l a t i v e l y  good prospects f o r  development. These 
countries have not, however, yet  demonstrated an adequate and 
sustained commitment t o  sound development po l ic ies  and e f fec t ive  
resource use. I n  some cases, p o l i t i c a l  and economic i n s t i t u t i o n s  
i n  these  countries have not been strong enough t o  undertake o r  
effect ively carry out needed s e l f  improvements. 

Much of A.I.D. ass is tance t o  countries i n  t h i s  group is condi- 
t i o n a l  on spec i f i c  sel f -help performance. Assistance i s  care- 
f u l l y  focused t o  develop bases of strength within t h e i r  economies 
and t o  provide incentives f o r  spec i f i c  reforms and improvements. 
As countries i n  t h i s  group demonstrate will ingness and capabi l i ty  
t o  carry out major sel f -help e f fo r t s , the  United States  stands 
ready t o  support them fur ther .  

CONFIDENTIAL  
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Programs proposed these in 1966 -- as in lg65 or  Communist subversion and aggression. Securi ty-stabi l i ty  
-- a re  based on r e a l i s t i c  and conservative expectations of programs are funded primarily fraa Suppor9in.g Assistance. Pro- 
improvements i n  performance and a b i l i t y  t o  w e  external resources grams proposed in  these countries fo r  FY 1966 w i l l  absorb 9496 
effectively. of the FY 1966 Supporting Assistance program. 

&.lor Pro~ramS t o  Provide Basic Sumort fo r  Security a d  S t a b i l i t ~  ILhe U.S. goal i n  these countries is  t o  reach the  point where Fm- 
proved security conditions permit ellmination of Supporting 

This group consists of seven countries of c r i t i c a l  Importance i n  Aesistance and a s h i f t  t o  a developent effort .  In such countries 
which basic conditions of in te rna l  and external securi ty m u s t  be as Pakistan, Turkey and Iran th i s  goal has already been reached. 
established and the government strengthened before serious devel- In  Korea, U.S. policy i n  the past few years has been gradually 
opment may be undertaken. Msny of these countries face severe t o  decrease t ha t  portion of i t s  assistance which is directed t o  
po l i t i c a l  and economic ins tab i l i ty ,  caused by in te rna l  tensions 3ecurity-stability and t o  increase the development portion. 

CONFIDENT lAL 
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SUPPORTING I DEVELOPMENT 
ASSISTANCE ASSISTANCE 

400 ZOO 0 200 400 600 800 1,000 
1 -  I I I I - d I I 

I 
NEAR EAST and SOUTH ASIA ..... . . $ / roper  cap~to 

35 737 

L A T I N  AMERICA ......... $273percopito 

FAR EAST 1 ......... $1 66pcr cop& 

AFRICA ..... I ...... . $looper m p t a  

The proposed program f o r  FY 1966 continues t o  emphasize a s s i s t -  
ance f o r  sound economic and s o c i a l  development e f f o r t s  of t h e  
emerging nat ions .  The Congress has c l e a r l y  stated i n  t h e  Foreign 
Assistance Act of 1961, America's zommitment t o  p r o m t t n g  growth 
a s  a primary ob jec t ive  of U.S. fo re ign  a i d .  Development 
a s s i s t a n c e -  - inc luding Development Loans, Technical ~ o o ~ e r a t i o n /  
Development Grants, and Al l iance  f o r  Progress Loans and Grants-- 
has increased from l e s s  than  a qua r t e r  of the  t o t a l  economic and 
m i l i t a r y  a id  program i n  1961 t o  about 45% of  the t o t a l  program 
dur ing  t h e  pas t  two years .  

FY 1966 p r z p s e d  development a s s i s t ance  i s  $1,667 mill ion,  o r  
s l i g h t l y  above t h e  l e v e l  being c a r r i e d  ou t  i n  FY 1965. The FY 
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1966 proposals a r e  again  based on r e a l i s t i c  es t imates  of s e l f -  
he lp  performance by a i d  r e c i p i e n t s  

DEVELX)PMEXVT ASSISTANCE PROGRAMS - -- 

(1n mi l l ione  o f  d o l l a r e )  
Fi 1964 F Y  1965 FY 1966 
Actual  Estimated Prooosed 

Development Loans 836 814 840 
Technical  Cooperation 208 236 231 
Al l i ance  f o r  ~ r o ~ r e e e  

Loans 
Technical  Cooperation ( 93) ( 88) ( 88) 

T o t a l  Development Aeeistance 1,616 1,573 1,667 

Of t h e  t o t a l  development a s s i e t ance  proposed f o r  F Y  1966: 

--more than  one-third ($596 m i l l i o n )  l a  f o r  t h e  Al l iance  
f o r  Progreee; t h e  remainder is f o r  Af r i ca  and Asia. 

- - fsur- f i f ths  ($1,348 m i l l i o n )  is  planned f o r  Development 
Loana ( inc luding Al l i ance  f o r  Progreee Loans) which 
f inance  U.S. goode and se rv ices  and a r e  repayable i n  
do l l a r s ;  one - f i f th  w i l l  f i n snce  Technical  Cooperation 
and Development Grants ( inc luding Al l iance  f o r  Progress 
g ran t s  ) . 

Over t h e  paet  fou r  years,  A.I.D. hae sharpened i t e  techniques 
f o r  planning and implementing development a s s i s t a n c e  program. 
Major lmprovemente include:  

--long-range s t u d i e e  of major development aee l e t ance  pro- 
g r a m ~  enable A.I.D. t o  look -her a h a d  i n  i d e n t i f y i n g  
and deal ing  with development oppor tun i t i e s  and b o t t l e -  
necks. 

--incentive programing -- f u l l e r  and mare eyetematic u se  
of development a se i s t ance ,  p a r t i c u l a r l y  program loane, 
t o  induce and eupport  s e l f -he lp  meaeuree. 

--Improved coordination among f r e e  world donors through 
a i d  conso r t i a  and consu l t a t ive  arrangenents such ae  t h e  
Development Ass is tance  Committee of OECD, t h e  I n t e r -  
American Committee f o r  t h e  Al l i ance  f o r  Progrese (CIAP), 

C O N F I D E N T I A L  
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and World Bank conaultatlve groups. Such coordination 
arrangements a r e  being used i n  a l l  general development 
support countries, ae well  a s  i n  many other csuntries.  

DEVELOF'MEXF LOANS 

The A.I.D. program f o r  Ff 1966 requests $783 million i n  New Obli- 
gat ional  Authority (NOA) f o r  developm?nt lending i n  Africa and 
Asla. This 9m13unt, together with $60 mlllioil in  repayments and 
r e c o v e r i e ~ ,  w i ~ .  f insnce a Ikvelopment L o r n  program of $940 mil- 
l i o n  f o r  F Y  1966. 

The Development Loan program proposed f o r  3Y 1966 f o r  Asia and 
Africa i s  shown below. I n  addition, a loan program of $508 m i l -  
l i o n  i s  propoeed f o r  Latin America under t h e  Alliance f o r  Progress. 

RMlrIONAL LFNDING PROGRAMS 

( In  millions of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

N e a r  East & South Asia 726 678 690 
Far =st 3 9 56 50 
Af r i c a  - 80 80 100 

Total 

Dwelopment Loam a r e  t h e  m j o r  t o o l  of A.I.D. Is development as- 
s i s t ance  e f fo r t s .  They enable recipients  t o  import from t h e  
United S ta tes  necessary goods and services fo r  dwelopment pur- 
poses t h a t  they csuld not finance from t h e i r  own scarae foreign 
exchange o r  csuld not afYord t o  obtain from commercial sources. 
The share of Dwelopment Loans i n  A.I.D. ass is tance has in- 
creased s tead i ly  s ince 1961. 

Cr i t e r ia  f o r  Development Loans 

Development Loam, both project  and program, must meet a l l  appl i -  
cable technical  and econsmic f e n s i b i l i t y  etan&r& s e t  f o r t h  i n  
t h e  Foreign Assistance Act, a s  w e l l  a s  additional standards and 
c r i t e r i a  developed by A.I.D. t o  ineure sound and e f fec t ive  use of 
funde. Each loan proposal i s  c a r e m y  raviewed by t h e  -4.I.D. 
mission and by respomible  Washington executive and technical  
pemonnel, t o  insure  t h a t  it meets a l l  loan standards. Major 
l o a m  a r e  approved by t h e  Administrator, on the advice of t h e  
Development Loan Committee, a U.S. Government irrter-agency body 

CONFIDENTIAL 

including representatives of t h e  Treasury, t h e  Ex-Im Rank, and 
t h e  S t a t e  Department. 

Moreover, Development Loans a r e  considered and authorized only 
within t h e  framew2rk of A.I.D. ' s  coordinated country programs 
which takes i n t o  account the  importance t o  t h e  United S ta tes  
of each country's dwelopment, t h e  country's development poten- 
t i a l ,  and its over-all  self-help performance. This is  ref lected 
i n  the  concentration of loan funds: i n  FY 1966, 81% of a l i  
Ikvelopmmt Loans (inclu?iing Alliance f o r  Progrzs3 ~ o a n s )  w i l l  
go t o  the  general development support ~ ~ m n t r l e s .  (See Table on 
Page 14) .  

Pro5 ec t  Loam 

The most famil iar  type of Development Loan i e  t h a t  which finan- 
ces a s ing le  epec i f i c  development project.  I n  FY 1964, over 120 
project  loans were authorized, f o r  a wide range of projects :  

--e~onomic in f ras t ruc ture  works such a s  highways and 
bridges, ports,  power plants ,  dams and i r r i g a t i o n  works; 

--conrrtruction o r  expansion of p r iva te  i n d u s t r i a l  p lants  
and f a c t o r i e s j  

--rural e l e c t r i f i c a t i o n  cooperatives, 

--local dwelopment banks which i n  t u r n  lend t o  ~ o c a l  p r i -  
vate  investors;  and 

--surveys of mineral resources, f  a a s i b i l i t y  etudies,  con- 
s u l t a t i v e  services t o  solve specif ic  problems. 

I n  reviaring project  loan applicatione, A.I.D. follows easen- 
tially the  s.me metbods as  do other dwelopment finance i n s t i -  
t u t i o m ,  Such a s  the  Ex-Im Bank and the  World Bank. Each project  
appl icat ion i s  careful ly  studied f o r  i t s  technical  soundnese. 
Engineering and cost  data m u s t  be sdequate and accurate.  The 
c a p i t a l  s t ruc tu re  of commercial-type enterpr ises  must be sound 
and cash flow analyeis muet show t h a t  t h e  debt can be eenriced. 
Management must be competent, and careful  consideration i s  
given t o  t h e  fac t  t h a t  mnagement t a l e n t  and s k i l l s  a r e  among 
t h e  m x t  serious deficiencies i n  many of t h e  less-dweloped 
countries. Mnally, an informed banking judgment i s  reached on 
t h e  over-all economic and technical  soundness of t h e  project .  
Although it takes t h e  t o  meet these  requirements, a thorough 
review i s  essen t ia l  t o  assure sound uee of U.S. and recipient  
country resources. 

CONFIDENTIAL 18 
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Two-Step Loans 

A.I.D. l o a n  t e r n  a r e  f ixed t o  t a k e  account of t h e  l I m i t s  on a 
country 'e a b i l i t y  t o  s e r v i c e  e x t e r n a l  debt, and a r e  ordinar5Jy 
made a t  low i n t e r e s t  r a t e s  and low matur i t ies .  Such t e r n  a r e  
o f t e n  no t  appropr i a t e  t o  t h e  ind iv idua l  enterpr ise ,  p r i v a t e  o r  
publ ic ,  which rece ives  t h e  goode and s e r v i c a  f inanced b y  t h e  
loan.  Such en te rp r i se s  opera te  wl th in  t h e  economy of t h e  coun- 
t r y  where they  a r e  located  and shoul8, of c3uree, pay c a s t s  f o r  
t h e i r  c a p i t a l  which a r e  appropr i a t e  i n  t h e  l i g h t  of market con- 
d i t i o n s  i n  t h a t  country. For them t o  rece ive  A.I.D. l oan  terms 
wsuld g ive  wlndfa l l  p r o f i t s  and d i s t o r t  incentives.  

To d e s l  w l th  such cases, A.I.D. has developed a two-step l o a n  
procedure under which t h e  borrower pays back h i s  l oan  i n  l o c a l  
currenzy a t  norms1 r a t e s  f o r  t h e  type of p ro jec t  l w o l v e d .  The 
gsvernment of t h e  countr;r t hen  p a p  A.I.D. i n  fo re ign  exchange 
on t h e  terms f lxed  f o r  t h a t  country. Thus, both objectivem a r e  
achieved: t h e  ind iv idua l  e n t e r p r i s e  repays a reasonable  p r i c e  
i n  r z l a t i o n  t o  t h e  cha rac t e r  of t h e  p ro jec t ,  and t h e  country re-  
pays A . I . D .  on a reasonable b a s i s  i n  r e l a t i o n  t o  i t s  over-a l l  
ba lance  of payments. 

To i l l u s t r a t e ,  a recent  loan  t o  a p r i v a t e l y  owned Ind ian  corpora- 
t i o n  t o  assist i n  expanding b a l l  bear ing  production w l l l  b e  re- 
paid  by t h e  corpora t ion  t o  t h e  Government of I n d i a  i n  Ind ian  
rupees a t  5 314% over t e n  yeam,  inc luding two yeare '  grace  period. 
The Government of Ind ia  w i l l  repay t h e  United S t a t e s  Government 
i n  U.S. d o l l a r s  over 43 years,  inc luding t e n  yeam '  grace, w l th  
i n t e r e s t  of 314% during t h e  grace  per iod  and 2% t h e r e a f t e r .  

Program Loans 

Loans f o r  s p e c l f l c  p ro jec t s  can f inance  a wide v a r i e t y  of l a r g e  
and s n a l l  a c t i v i t i e s .  But t hey  a r e  no t  a n  e f f e z t i v e  way of 
meeting c e r t a i n  importRnt development requirements. A sound de- 
velopment p r o m  i s  made up of thousands of small, undxamatic 
Fmprovements, replacements, addi t ions ,  investments and r a w  ma- 
t e r i a l s  as well  a s  of major dwelopment projec ts .  Such a pro- 
gram may j u s t i f y  and r equ i r e  more support than a s e r i e s  of l a r g e  
p r o j e c t  loans  can provide. Indeed, t h e  preference of many a i d  
donors f o r  f lnancing spec i f  l c  l a r g e  p ro jec t s  has re inforced t h e  
tendency i n  rmny dweloping c o u n t r i a  t o  overanphaelze la rge-  
s c a l e  pub l i c  e3c to r  p r s j e c t e  and t o  neglec t  smal ler  investments 
and t h e  p r i v a t e  sec tor .  

Moxeover,'as a n  ezonony ex-mnds, many p l an t s  which have been 
ope ra t ing  a t  l e s s  than  full capaci ty  can f lnd a market f o r  

increased production -- I f  t h e y  can ge t  t h e  raw ina ter ia ls  and 
spa re  parts they  need. SucceasRil a g r i c u l t u r a l  extenelon s e r -  
v i c e s  w t l l  i nc rease  t h e  demand f o r  f e r t i l i z e r s ,  pes t i c ides ,  and 
farm machinery. Quickened economic a c t i v i t y  w l l l  b e  r e f l e c t &  
i n  g r e a t e r  damande on r a i l r o a d e  and road t r a m p o r t  -- and the re -  
fore ,  i n c r a s e d  n o d  f o r  f u e l .  There development requlramente 
can o f t e n  most e f f e c t i v e l y  b e  m a t  by l o a m  f o r  davelopment com- 
modi t ies  r a t h e r  t han  f o r  s p e c i f i c  p ro jec t s .  

To meet t h e s e  needs, A.I.D. provides i n  l imi t ed  and ca re fu l ly -  
s e l e c t e d  casee Dwelopment Loan-f i n a n c d  program l o a m  f o r  U. S. - 
produced equipment, s p a r e  pa r t a ,  s u p p u e s  and raw m a t e r i a h  f o r  
c sun t r i ea  whose v i g o r o w  and e f f e c t i v e  e f f o r t e  t o  dme lop  have 
generated requirements which cannot b e  met e f f i c i e n t l y  wi th  pro- 
j e c t  loans alone.  

Development Loan-financed program l o a m  m m t  meet r i g o r o m  
s tandards  i n  add i t ion  t o  t h e  c r i t e r i a  app l i ed  t o  a l l  Develop- 
ment Loam. 

The U n l t d  S t a t e s  mu& b e  convlnaed t h a t  t h e  r e c i p i e n t  country 
i s  fully conrmittetl t o  a major davelopment e f f o r t ,  and i s  follow- 
ing  a c a m i s t e n t  and s e n s i b l e  set of po l i c i ea  r e l a t i n g  t o  i n t e r -  
nal  f inance,  balance-of-payments problem,  and dwelopnent  p r i -  
o r i t i e e  which w i l l  e m u r e  t h a t  c m o d i t i e s  f inanced under t h e  
program l o a n  i n  f a c t  con t r ibu te  d i r e c t l y  and initially t o  t h e  
c a m t r y ' s  dwelopment -- and do n ~ t  slmply penult t h e  country 
t o  avoid hard pol icy  problens it must s o l v e  i f  it is  t o  progrear.  

Because t h e s e  s tandards  a r e  d e l i b e r a t e l y  h igh and firmly main- 
ta ined,  p r a m  l o a m  a r e  l i m i t e d  t o  a few key countr ies  -- pro- 
bably  only seven o r  e igh t  c o u n t r i m  w l l l  r ece ive  such l o a m  i n  
Fi 1965. 

 h he c r i t e r i a  f o r  Development Loan-finanzed program l o a m  d i s -  
t i n g u i s h  them siarply from Supporting Assietance-financed com- 
modity import programs, whether i n  t b e  form of l o a m  o r  grants .  
The l a t t e r  program a n  provided t o  shore  up t h e  econodes  of 
countr ies  f ac ing  a c u t e  i n t e r n s 1  s e c u r i t y  p rob lem o r  t h e  threat 
of e x t e r n a l  aggression,  o r  t o  ease  balance-of-payments c r i s e a  
i n  o the r  countr ies  where such a c t i o n  eerves Important U.S. 
fo re ign  po l i cy  objec t ives .  Commodity import programe financed 
under Supporting Assistance have been r e d u c d  i n  r ecen t  years.)  

Progrsm lending i s  of ten  an  e f f e c t i v e  meam of providing incen- 
t i v e s  f o r  major Improvements i n  se l f -he lp  performance. Major 
r e f o r m  and Fmproved development po l i c i ee  a r e  ~ o m e t h e n  d i f f i c u l t  
f o r  developing n a t i o m  t o  adopt f o r  domestic p o l i t i c a l  reasom,  
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and because of poss ib l e  temporary s t r a i n a  on a country 's  l imi t ed  
resources  which may b e  a s soc ia t ed  wi th  such se l f -he lp  meaeures. 

Fo r  example, i n  Pakis tan  w e r - r e s t r i c t i v e  import con t ro l s  ware 
s t i f l i n g  p r i v a t e  s e c t o r  growth, causing many p l a n t s  t o  opera te  
a t  l e s s  than  f a  capaci ty  and i n v i t i n g  s p e c u h t i o n  and c o m p -  
t i on .  The e l iminat ion  of l i c e n s i n g  requirements f o r  raw ma- 
t e r i a l s ,  coupled wi th  c z r t a i n  t a x  and p r i c e  adjustments, wauld 
s o l v e  t h e s e  probleme b u t  w73uld c r e a t e  3 r a h  t o  import which 
would s t r a i n  Pakis tan '  a limi%ed fo re ign  exchange reserves . 
Assured of U.S. program l o a n  suppor t  f o r  commodities required 
f o r  aevelopment, Pakis tan  ended l i c e n s i n g  of raw m a t e r i a l  in-  
p 3 r t s  on J u l y  1. Such imports have s i n c e  r h m n  subn tan t i a l ly ,  
and wh i l e  it i s  too  e s r l y  t o  gauge t h e  f u l l  impact on production, 
we a l r eady  have c l e a r  e v l d e x e  of s u b s t a n t i a l l y  g r e a t e r  produc- 
t i o n  and increased investment i n  t h e  Pakls tan  p r i v a t e  sec to r .  

Program loan reques ts  provide a l o g i c a l  oppor tuni ty  f o r  review 
and agreement wl th  t h e  country on i t s  genera l  economic p o l i c i e s  
and se l f -he lp  requirements -- o f t e n  i n  conjunction wi th  r e a r s  
and agreements by  t h e  I n t e r m t i o n a l  Monetary Fund (IMF) and t h e  
IBRD. The l e v e l  of  program loans  may b e  aBjuste.3 upwards o r  
d ~ ~ w n w ~ r d s  t o  t a k e  i n t o  account t h e  r i s e  sr f a l l  i n  a country ' s  
a b i l i t y  t o  use  t h e  a i d  e f f e - t i v e l y  depending on t h e  se l f -he lp  
measures it adopte. Program-loan a g r e m e n t s  normally r equ i r e  
pe r iod ic  ( o f t e n  qua r t e r ly )  rzviews of progress  t m r d  t h e  agreed 
ob jec t ivee  o f  t h e  loan  and m y  provlde  t h a t  fIm9s w i l l  b e  re-  
l e a s e d  i n  segments contingent on evldence of e f f e c t i v e  perform- 
ance. 

Lmn Term 

A l l '  Development Loam must b e  r epa id  .in U.S. do l l a r s .  Loan t e r n  
w i t h i n  t h e  l i m i t s  s e t  by t h e  Foreign Aseistance Act a r e  estab- 
l i s h e d  f o r  each country on t h e  b a s i s  of i t s  p r t i c u l a r  ciraum- 
s t ances  and U.S. program objec t ives .  Most loans  a r e  made st t h e  
new minimum t e r m  s e t  i n  1964 by t b e  Congress a t  I$ f o r  t h e  f i r s t  
t e n  yea r s  during t h e  grace pe r iod  and 2 1/2$ f o r  t h e  remaining 
30 yeara. 

It i s  A.I.D. p o l i c y  t o  grant  t e r n  more favorable  than those  
a v a i l a b l e  from t h e  World Bank o r  t h e  Ex-Im Bank only t o  t h e  ex- 
t e n t  c l e a r l y  necessary t o  achieve  U.S. ob jec t ives  e f f i c l e x t l y .  
A.I.D. hardens term on i ts  l o a m  when t h e  r e c i p i e n t ' s  economic 
growth and improved repayment capac i ty  permit  r e l i a n c e  3n more 
normal c a p i t a l  sources. The Congress authorizes development 
l end ing  a t  concessional  t e r m  p r l m r i l y  because normal c r e d i t  
sources cannot m e e t  t h e  nee& of many less-developed coun t r i e s  

on terms which recognize t h e  l i m i t s  on t h e i r  repayment capacity.  
To impose ha rde r  t e r n  prematurely would dangerously de lay  de- 
velopment progress and prolong dependence on conceesional  a i d .  
The grose amount of a i d  requi red  t o  malntain required l e v e l s  of 
n e t  investment would inc rease  sharply.  

Loan t e r n  appropr i a t e  f o r  a developing csunt ry  depend mainly on 
it6 fd tu re  capsc i ty  t o  s e r v i c e  fo re ign  debt. When a country has 
achieved a good r a t e  s f  progress  and can look forward wi th  con- 
f idence  to ,  t h e  t ime when it w l l l  no longer  depend on concessional  
aes is tance ,  A.I.D. can r e a l i s t i c a l l y  r a i s e  i n t e r e s t  charges and 
shor t en  ma tu r i t i e s .  For example, t h e  m 3 s t  r ecen t  (FY 1964) 
loans  maae t o  Greece, I r a n  and I s r a e l  bo re  i n t e r e s t  r a t e s  of  
3 1/2$, grace period6 of 3 t o  5 years,  and m3tu r i t i e s  of  1 5  t o  
20 years.  Jamaica and Mexico received loans  a t  3 1/2$, 2 t o  5 
years '  grace, and 23 t o  30 yeara '  matur i ty .  Harder A.I.D. 
t e r n s  a r e  t y p i c a l l y  a f i r s t  s t e p  toward t r a ~ m i t i o n  from A.1.D.- 
f inancing t o  r e l i a n c e  on more normal sources of c a p i t a l .  

The debt-service burden b u i l d s  up r ap id ly  wi th  s h o r t  grace pe- 
r iods  and m a t u r i t i e s  and h igh i n t e r e s t  r a t e s .  A t  p resent  mini- 
mum A.I.D. t e r n ,  cumulative payments during t h e  f i r s t  10  years  
of a loan  t o t a l  only 10% of t h e  amaunt loaned. This i s  reason- 
able  f o r  a country whose Import n e ~ d s  and repayment bwdea  w i l l  
be increas ing .  A t  3 1 /24  i n t e r e s t ,  no grsce  period and 25-year 
matur i ty  on t h e  o the r  hand, payments i n  t h e  f i r s t  10 years  
would t o t a l  over 60$ of t h e  amount loaned. For countr ies  wi th  
b r i g h t  prospects f o r  t h e  near  fu ture ,  t h e  l a t t e r  terms a r e  
reasonable. But f o r  many A.1 .D. recipients such t e r n  would 
prevent t h e  development process from g e t t i n g  under way. 

A heavy debt-service burden i n  a less-developed country c r e a t e s  
an  uns table  and r i s k y  ecsnomic s i t m t i o n .  It is  l i k e l y  t o  in -  
h i b i t  fore ign  p r i v a t e  i n v e s t m n t  and m y  a l s o  d e t e r  lending from 
t h e  World Bank and o the r  p o t e n t i a l  sources  of c a p i t a l .  

The debt repayment burden of t h e  leas-developed countr ies  has  
been r i e l n g  r ap id ly  and w i l l  continue t o  r i s e .  Debt-eervicing 
charges on o f f i c i a l  and o f f i c i a l l y  guaranteed aebt  owed by 
developing coun t r i e s  r a s e  from $700 m i l l i o n  i n  1956 t o  $2.4 
b i l l i o n  i n  1963. Already t'ne debt-service burden of L a t i n  
America is t h e  equivalent  of  one-half of  its groes c a p i t a l  i n -  
flow. Even on t h e  b e s t  of  t e r m  t h i s  burden w l l l  continue t o  
r i s e  rapid ly  through t h e  19601s.  For ~ m n y  csun t r i e s ,  debt is 
a l r eady  a major obs t ac l e  t o  achieving a n e t  inflow of resources 
s u f f i c i e n t  t o  support  a sound development e f f o r t .  

The United S ta t ee  hae been urging o the r  lenders ,  and p a r t i c u l a r -  
l y  members of t h e  DAC of t h e  Organization f o r  Economic Cooperation 
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and Development (OECD), t o  l ove r  t h e i r  i n t e r e s t  tsrma and &end 
t h e  m 3 t u r i t i e s  and grace period6 on t h e i r  developnent loana.  
This e f f o r t  has  met wi th  considerable success, b u t  t o  m e e t  t h e  
growing need of t h e  underdeveloped warla,  we and our a l l i e s  mu&. 
accomplish much more. 

A.I .D.  has launched a s tudy of Dgelopment Loan t e r n  and a re- 
v i e w  of t h e  terms appropr i a t e  f o r  each of t h e  c ~ u n t r i e s  rece iv inb 
Development Loan assistance. We expect t o  mske a v a i l a b l e  t o  Con- 
gress  e a r l y  i n  t h e  1955 s e s s i o n  a f u l l e r  ana lys i s  of our  l oan  
t e r n  p o l i c i e s  and t h e i r  r e l a t ionsh ip  t o  development e f f o r t s .  

TECHNICAL COOPERATION AND D m =  GRANTj 

The second major i m t m e n t  of development a s s i s t ance  is  techni -  
c a l  a s s i s t ance .  $210 m i l l i o n  i s  requested i n  new ob l iga t lona l  
a u t h o r i t y  ( N O A )  f o r  Technical Cooperation and Development g ran t s  
f o r  FY 1966. This appropriat ion,  t oge the r  with recover ies ,  w i l l  
fund programs i n  Asia and Afr ica  amounting t o  $231 mi l l ion .  The 
Fi 1965 program t o t a l s  $236 m i n i o n .  I n  addit ion,  a n  $88 m i l l i o ~  
program i s  propnsed f o r  t echn ica l  a s s i s t a n c e  under t h e  Al l iance  
f o r  Progress.  

( ~ n  ndll ions of d o l l a r s )  
Carryover and 

- NOA Recoveries Program 

FY 1964 ( ~ c t u a l )  1 5  5 5 3 203 
FY 1965 ( ~ s t i m a t e d )  294 32 236 
FY 1965 (proposed) 210 2 1  231 

Technica l  a s s i s t a n c e  is  A . I . D t s  primary lnstnunent f o r  t h e  de- 
velopment of human resources and t h e  s t rengthening of i n s t i t u t i a n e  
-- t h e  core  requirements f o r  economic and s o c i a l  progress  i n  t h e  

coun t r i e s  t o  which t h e  United S t a t e s  g ives  aid. I n  Africa,  tech- 
n i c a l  a s s i s t a n c e  makes up 42% of t h e  proposed program, r e f l e c t i n g  
t h e  con t inen t ' s  u r g m t  need f o r  s k i l l s  and i n s t i t u t i o n a l  develop- 
ment p r i o r  t o  msjor c a p i t a l  investment. I n  Asia, t e c h n i c a l  a s -  
s i s t a n c e  i s  a f a r  smal ler  f r a c t i o n  of our a i d  programs, r e f l e c t i n g  
g r e a t e r  capaci ty  t o  make use  of l a r g e  amounts o f  c s p i t a l .  

mIO:iAL TECHNICAL COOPERATION AND -- 
DWELOF'MENT GRANT PROGRAM 

(1n mi l l i ons  of d o l l a r s )  
FY 1964 FY 1965 m 9 6 6  

-- - - - --- ~ c t &  ~ s t & t e d  proposed 

Near %st and South Asia 51 50 46 
Far East  45 44 34 
Afr ica  74 86 92 
Research Prog. Sup o r t  and 

I n t e r g n ' l  ~ c t i v i t f e s  3 8 56 59 
TOTAL 208 236 2 31 

-.-- 

Technical  Cooperation and Development Grant funds a l s o  f inance  pro- 
gram support and i n t e r r e g i o n a l  a c t i v i t i e s  which cannot be a t t r i -  
buted t o  s p e c i f i c  coun t r i e s  o r  regions ,  and a range of adminis- 
t r a t i v e  and support  s e rv i ces  provided f o r  t h e  Agency a s  a whole. 

For example, t h e  food supplements program i n i t i a t e d  i n  FY 1965 is  
experimenting with e f f e c t i v e  ways t o  provide vitamins i n  conjunc- 
t i o n  with Food f o r  Peace c h i l d  feeding programs. A r e l a t i v e l y  
smal l  investment i n  improved n u t r i t i o n  may e f f e c t i v e l y  prevent t he  
phys ica l  and mental r e t a r d a t i o n  which r ecen t  research  shows may 
r e s u l t  from vitamin de f i c i enc ie s  i n  e a r l y  childhood. Another non- 
r eg iona l  program, research  and ana lys i s ,  is d i r e c t e d  toward b e t t e r  
understanding of development processes and discovery of improved 
techniques and procedures f o r  promoting growth. Technical  Coopera- 
t i o n  funds a l s o  go t o  a s s i s t  t h e  I n t e r n a t i o n a l  Executive Service  
Corps (IESC). Administrat ive and program support  s e rv i ces  f inanced 
from Technical Cooperation funds inc lude  t h e  Washington program 
s t a f f ;  o r i en ta t ion ,  t r a i n i n g  and o t h e r  s e rv i ces  f o r  some 6,000 
f o r e i g n . t r a i n e e s  brough t o  t h e  United S t a t e s  f o r  spec ia l i zed  study; 
and a p a r t i a l  support  f o r  t h e  Off ice  of t h e  Inspector  General of 
Foreign Assistance,  which has s t a t u t o r y  r e s p o n s i b i l i t y  f o r  i n -  
spect ing  programs under t h e  Foreign Ass is tance  Act. Program sup- 
po r t  and in t e r r eg iona l  a c t i v i t i e s  a r e  d iscussed i n  g r e a t e r  d e t a i l  
under "other Requests. " 

The f i e l d s  i n  which t e c h n i c a l  a s s i s t a n c e  i s  concentrated and t h e  
techniques used vary considerably according t o  each coun t ry ' s  needs 
and t h e  scope and focus  of t h e  t o t a l  U.S. a i d  e f f o r t  i n  t h e  country. 

Close t o  a f i f t h  of a l l  A.I .D.  t e c h n i c a l  a s s i s t a n c e  is  d i r e c t e d  
to s t rengthening educat ional  i n s t i t u t i o n s  and gear ing  c u r r i c u l a  more 
c losc ly  Y O  development needs. P ro jec t s  i n  t h e  f i e l d  of a g r i c u l t u r e  a r e  
a second major a r e a  of concern. Lagging food production i n  many 
coun t r i e s  has l e d  t o  f r e s h  a t t e n t i o n  t o  rural development. 

Roughly 10% of Technical Cooperation funds a r e  d i r e c t e d  respec- 
t i v e l y  t o  development of indus t ry  and t r anspor t a t ion ,  and t o  
hea l th  and s a n i t a t i o n ,  inc luding s u b s t a n t i a l  malar ia  e rad ica t ion  
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programs. Other f i e l d s  of technical  ass is tance a c t i v i t y  include 
public administration, public safety,  community development, 
housing and labor programs. 

Administration of Technical Assistance 

Administration of Technical Cooperation programs has been fu r ther  
refined t o  insure maximum concentration on building human re -  
sources and s k i l l s .  

The t rend toward f u l l e r  and more f l e x i b l e  use of t h e  contract 
technique w i l l  a l so  continue i n  FY 1966 t o  t a p  more f u l l y  the  
t a l e n t s  and s k i l l s  of pr ivate  industry, un ivers i t i e s ,  other 
Federal agencies, s t a t e  and loca l  government uni ts ,  research in-  
s t i t u t e s ,  labor  unions, cooperativee and other p r iva te  organiza- 
t ions .  During the  past  year, a broad-ranging review of A.I.D.'s 
r e la t ions  with the  univers i t ies  was conducted under the  leader- 
ship of John W. Gardner, President of t h e  Carnegie Corporation. 
This 'Itisk Force report  was published i n  April  1964. In  July 1964 
a three-day Rural Development Conference brought together top 
o f f i c i a l s  of U.S. land grant and s t a t e  colleges,  t h e  Department of 
Agriculture, and A.I.D.,  t o  consider ways t o  strengthen U.S. 
e f f o r t s  i n  t h e  areas  of agr icu l tu ra l  and r u r a l  development. A . I .D .  
i s  now following up t h e  recommendations of the  Gardner Report and 
t h e  Rural Development Conference. 

THE ALLIANCE FOR PROGRESS 

For FY 966, t h e  program proposed f o r  t h e  Alliance f o r  Progress 
t o t a l s  $596 million. Of t h i s ,  $508 mil l ion i s  programmed f o r  
lending and $88 mil l ion w i l l  finance Technical Cooperation. Since 
$16 mil l ion of recoveries and loan rece ip t s  a r e  ant ic ipated,  $580 
i i l l i o n  of new obl igat ional  authori ty  i s  requested. 

PROGRAM SUMKABY 

(1n millions of d o l l a r s )  
FY 1964 1965 ~ ~ 1 9 6 6  
Actual Estimated Proposed 

Alliance f o r  Progress, 
Development Loans 4 7 4  435-490 508 

Alliance f o r  Progress, 
Technical Cooperat ion 9 3 88 88 

Total 

CONFIDENTIAL 
Calendar year 1964 saw favorable developments, not predictable 
e a r l i e r ,  in  several  major Latin American countries.  Largely 
re f lec t ing  improved po l ic ies  and more vigorous development 
e f f o r t s  in  Brazi l  and Chile, A . I . D .  has received and i s  
considering p r i o r i t y  loan appl icat ions  t o t a l i n g  $55 million 
more than t h e  $435 mil l ion avai lable  i n  Alliance f o r  Progress 
loan appropriations and recoveries f o r  FY 1965. The addi t ional  
requirement w i l l  be met t o  the  extent possible by t rans fe rs  from 
other Agency resources, but the  shortage may not be f u l l y  covered 
and may resu l t  i n  increased ~ ~ ' 1 9 6 6  requirements. 

m e  estimates f o r  both FY 1965 and FY 1966 a r e  conservative even 
without assuming any fu r ther  favorable p o l i t i c a l  and economic 
developments i n  the  coming year i n  other Lat in  American countries.  
The F Y  1966 request may well prove too modest i f  some of these  
countries move ahead more rapidly than now seems l ike ly .  

The potent ia l  f o r  serving t h e  U.S. i n t e r e s t  through e f fec t ive  use 
of assistance funds by Lat in  American countries continues. The 
trends of sel f -help and reform a r e  promising i n  a number of 
countries. Education budgets a r e  increasing. Rural areas  a r e  
ge t t ing  increased at tent ion.  There i s  greater  realization i n  
Latin America t h a t  se l f -help includes pos i t ive  ac t ion  t o  
encourage p r iva te  enterpr ise;  t o  control  in f la t ion ;  t o  provide 
incentives, including tax  reform, t o  s t imulate  a c t i v i t i e s  i n  
f i e l d s  important t o  soc ia l  progress such a s  housing construction; 
t o  bu i ld  i n s t i t u t i o n s  which mobilize savings and provide cheaper 
c red i t ;  and t o  help d ivers i fy  production and expand exports. A 
s ignif icant  s t ep  forward i n  1964 was t h e  completion of t h e  f i r s t  
over-all  review of Lat in  American plans and programs by CIAP. 
In get t ing together f o r  frank country reviews a l l  the  internat1one.l 
agencies involved i n  t h e  development of Lat in  America, CIAP made 
a substant ia l  contribution t o  t h e  iden t i f i ca t ion  of obstacles 
t o  success of t h e  Alliance and t o  t h e  concentration of means f o r  
overcoming these obstacles.  CIAP's e f f o r t s  with respect t o  ex- 
t e r n a l  debt, control  of in f la t ion ,  and reduction of b a r r i e r s  t o  
t rade  within t h e  area  should help t o  improve both country and 
external agency investment performance i n  FY 1966. 

- 
&ludes $50 million Brazi l  Contingency Fund loan. 

C O N F I D E N T I A L  

1 



Mi Iitary Assistance 
Supporting Assistance 

Contingency Fund 



MILITARY AND SUPPORTING ASSISTANCE 
AND TBE CONTIGENCY FUND 

arms ore SECURITY CLASSIFIED and 
must not be divulged to unauthorixed individuals. 
All other motmriol is unclossifled. 

Funds appropriated under these Tit les  a re  used t o  a s s i s t  nations 
whose ow. resources a re  insufficient t o  provide adequate security 
or  t o  meet emergency needs. Their ro le  i n  the protection of U.S. 
national in teres ts  i s  indispensable. 

CONFIDENTIAL 
--Supporting Assistance i s  economic a id  provided for  se- 

curi ty and s t ab i l i t y  purposes. The bulk of it goes t o  
nations threatened by o r  fighting Communist aggression 
and subversion and whose own resources a re  insufficient 
t o  finance heavy defense and counter-insurgency burdens. 

--Military Assistance provides equiplent and training fo r  
defense on e i ther -a  grant or credi t  assistance basis. 
It also supports civic actio? programs through which 
mil i tary forces make useful contributions t o  social  
and economic development. 

- - 

--Contingency Funds enable the United States Government 
t o  meet emergency needs and pr ior i ty  requirements not 
previously foreseen or quantified. Without them U.S. 
foreign policy would be severely hampered i n  coping 
with an unpredictable world. 

I- ELEVEN FORWARD DEFENSE COUNTRIES 3fi 

CONFIDENT IAL  L3 



MILITARY AW) SUPPORTING ASSISTANCE 
AND THE CONTINGENCY RTM) 

Siw&4 areas are SECURITY CLASSIFIED and 
must not be divulged to unauthorired individuals. 
Al l  other material is unclassjfied. 

The l e v e l  of t o t a l  ass is tance provided under these T i t l es  has 
f a l l e n  sharply s ince the  beginning of t h i s  decade. Total obl i -  
gations estimated f o r  FY 1965 a r e  more than $1 b i l l i o n  l e s s  than 
the  amount provided i n  M 1961. This decline i n  over-al l  l e v e l  
has been possible despi te  an increase i n  annual obligations of 
roughly one-quarter b i l l i o n  dol lars  over t h e  same period t o  f i -  
nance c r i t i c a l  needs i n  Vietnam and Laos. 

Mil i tary and Supporting Assistance 
and the  Contingency Fund 

( In  millions of d o l l a r s )  
Mil. Sup. Contingency 

Assist .  Assist .  Fund Total 

1961 1,929 779 272 2,980 
1962 1,832 499 303 2,634 
1963 1,549 466 149 2,164 
1964 1,236 360 107 1,698 
1965  st. 1,223 4 u  56 1,700 
1966 Proposed 1,258 380 50 1,688 

THE 
FY 1966 
MILITARY 
ASSISTANCE 
PROGRAM 

ELEVEN FORWARD 
DEFENSE COUNTRIES 

Greece Vietnam 
Turkey Thailand 
Iran Chma 
Poklctaa 
India Philippines 

CONFIDENTIAL 

m e  Military Assistance Program 

A de ta i l ed  descr ipt ion and j u s t i f i c a t i o n  of t h i s  program i s  pre- 
sented separately by the  Department of Defense. !he br ief  pre- 
sentat ion here is confined t o  the  program's broader aspects and 
t o  its rela t ionship with economic ass is tance.  

The Military Assistance Program makes an invaluable contribution 
t o  U.S. defense. It helps safeguard t h e  independence of nations 
r e s i s t i n g  Communist encroachment. It a l s o  etren&hcnr allLance 
and other  co l lec t ive  securi ty  arrangements without which U.S. in-  
t e r e s t s  would be ser iously  Impaired. Without mi l i t a ry  ass is tance 
appropriations much greater  burdens would have t o  be borne d i -  
r e c t l y  by our own mi l i t a ry  forces,  and even then, t h e  world-wide 
i n t e r e s t s  of t h e  United S ta tes  would be l e s s  well  served. 

An appropriation of $1,170 mil l ion is  requested f o r  the  Mil i tary 
Assistance Program f o r  FY 1966. This consis ts  of a basic pro- 
gram of $1 b i l l i o n  t o  meet minimum e s s e n t i a l  needs plus an addi- 
t i o n a l  $170 mil l ion t o  cover extraordinary costs  i n  Vietnam and 
Laos. Despite t h e  l a t t e r ,  t h e  t o t a l  request i s  over a quar ter  of 
a b i l l i o n  do l la r s  l e s s  than the  annual average appropriation f o r  
FY 1960-64 and almost $5 b i l l i o n  l e s s  than the  peak appropriation 
a t  t h e  time of t h e  Korean War and NATO buildup. Programs have 
been subs tan t ia l ly  reduced, and i n  some cases eliminated, i n  
countries of increasing economic strength. Grant mi l i t a ry  as-- 
s is tance i s  now concentrated almost exclusively i n  the  l ess -  
developed nations. 

Approximately 72s  of t o t a l  program funds w i l l  go t o  11 "forwarc' 
defense" countr ies  -- Greece, 'lkrkey, Iran, Pakistan, India, 
Thailand, Laos, Vietnam, Philipphee, Taiwan and Korea -- border- 
ing on the  Soviet Union and Communist China. They w i l l  be used 
t o  provide a wide range of defense equipment and other  materials,  
a s  well a s  re la ted  services and t ra ining.  

Programs i n  Latin America and Africa a r e  much smaller. They a r e  
directed primarily t o  in te rna l  secur i ty  and c iv ic  ac t ion  a c t i v i -  
t i e s .  

Mil i tary ass i s tance  t o  Western Europe now const i tutes  only 5.4s 
of t h e  t o t a l  program. With the  exception of Spain and Portugal, 
vhere assis-eta I n  related directly to U.9, lame r i s ; h t m ,  programs .- 
in  Western E u r o p e e  confined t o  fulf i l lment  of c o d t m e n t s ,  
c e r t a i n  jo in t ly  financed NATO a c t i v i t i e s ,  and very l imited 

CONFIDENTIAL 
Revised January 25, 1965 



MILITARY AND SUPPORTING ASSISTANCE 
AND THE CONTINGENCY FUND 

%bd oreor ore SECURITY CLASSIFIED and 
must not be divulged to unauthorized individuals. 

A l l  other material is unclorsified. 

mounts of t ra ining.  The success of the Military Assistance Pro- 
gram and i t s  importance t o  the  U.S. national in te res t  is strongly 
a t t e s t e d  by NATO and the  mi l i t a ry  and economic s t rength of i t s  
Western European members. They now not only finance almost a l l  of 
t h e i r  own defense needs, but a l s o  make la rge  mi l i t a ry  purchases 
i n  t h e  United S ta tes  and contribute substant ia l  m i l i t a r y  and eco- 
nomic ass i s tance  t o  t h e  less-developed nations. 

M l i t a r y  c r e d i t  s a l e s  financed i n  par t  from Military Assistance 
appropriations a r e  being increasingly used t o  supplement o r  sub- 
s t i t u t e  f o r  grant mi l i t a ry  ass is tance i n  appropriate s i tua t ions .  

Successful e f f o r t s  have been made t o  reduce the amount of "common 
use" o r  "commercial" a r t i c l e s  provided under the Mil i tary Assist-  
ance Program a s  t h e  expanding economic strength and ~r0duc t iOn 
c a p a b i l i t i e s  of recipient  countries makes self-financing possible.  
Similar e f f o r t s  a r e  now being made with regard t o  other  general 
support items and maintenance. Early t a rge t s  for  t r ans fe r  of 
these  l a t t e r  items a r e  under discussion with a l l  major recipient  
countries.  As a r e s u l t  of these e f fo r t s ,  an increasing percen- 
tage of Mflitary Assistance Program funds can be devoted t o  m i l i -  
t a r y  investment and force modernization purposes. 

Training is an e s s e n t i a l  component of country mil i tary grant and 
c r e d i t  a ss i s tance  programs. Many present and future  mi l i t a ry  
leaders  a r e  brought t o  the  United States  where they a r e  ab le  t o  
observe t h e  r o l e  of a responsible mi l i t a ry  establishment under 
rcivilian direct ion.  Both technical  and leadership t ra in ing  i s  
provided, through grants when necessary, and on a reimburseable 
bas i s  i n  t h e  case of many economically s;tronger countries 'with 
which we wish t o  share U.S. advances i n  mil i tary technology and 
doctrine.  

Since economic development i s  of great  importance t o  defense and 
i n t e r n a l  s t a b i l i t y ,  support of c iv ic  act ion programs i s  emphasized. 
These programs e f fec t ive ly  improve re la t ions  between c i v i l i a n  
populations and t h e i r  mi l i t a ry  forces.  They also speed economic 
development through use of s k i l l s ,  organizational capacity and 
e q u i p e n t  of defense units not immediately oc'cupied i n  d i r e c t  
mi l i t a ry  functions t o  help bui ld  roads, i r r iga t ion  f a c i l i t i e s  and 
other  productive investment projects .  

In addi t ion t o  strengthening t h e  mi l i t a ry  forces of f r i end ly  and 
independent nations, mi l i t a ry  ass is tance makes an even more d i r e c t  
contr ibut ion t o  U.S. secur i ty  by enabling arrangements t o  be made 
f o r  U.S. oyerseas bases, which allow optimum deployment, f l e x i -  
bi l ' i ty  and desirable  communications and warning f a c i l i t i e s  f o r  our 
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own and a l l i e d  mi l i t a ry  forces.  It a l s o  contributes funds t o  
jo in t ly  and mul t i l a te ra l ly  financed f a c i l i t i e s  and servicee re- 
l a t e d  t o  co l lec t ive  secur i ty  organizations and a c t i v i t i e s  (e.g., 
NATO, CENTO and SEATO). 

DEFENSE EXPEHDITURES OF EUROPEAN NATO COUNTRIES* 

The Military Assistance Program i s  administered primarily by t h e  
Department of Defense. The Secretary of State ,  however, has re7 
sponsibi l i ty  f o r  the  program's continous supervision and general 
di rect ion (including establishment, funding leve l s  and suspensions) 
t o  assure proper coordination with other  instruments of U.S. 
foreign policy. Ilnnis ro le ,  including t h e  function of coordi- 
nation with U.S. economic assistance, has been delegated by %he 
Secretary t o  t h e  Administrator of A.I.D. The Administrator ex- 
e rc i ses  t h i s  authority,  a s  well a s  t h e  re la ted  responsibi l i ty  of 
assuring coordination with t h e  mi l i t a ry  and economic a i d  programs 
of other  f r e e  world nations, i n  c lose  consultation with other sen- 
i o r  o f f i c i a l s  of t h e  Departments of S t a t e  and Defense. 

S u ~ p o r t i n a  Assistance 

Supporting Assistance is used t o  protect and advance immediate 
U.S. foreign policy i n t e r e s t s .  It i s  provided primarily t o  en- 
able  l a rger  defense e f f o r t s  t o  be undertaken i n  less-developed 
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nations threatened by Communist expansion and t o  a v e r t  s i tua t ions  
of dangerous i n s t a b i l i t y  i n  sens i t ive  areas.  I n  a few instances 
it i s  a l so  provided t o  encourage independence of ac t ion  i n  nations 
suscept ible  t o  Russian o r  Chinese Communist domination, t o  assure  
access t o  U.S. mi l i t a ry  bases and i n  other ways t o  support o r  
promote economic o r  p o l i t i c a l  s t a b i l i t y .  

Supporting Assistance i s  provided primarily through commercial 
channels i n  t h e  form of raw mater ia ls  and other  e s s e n t i a l  imports 
which t h e  rec ip ien t  country i s  unable t o  finance from i t s  foreign 
exchange earnings. The pr iva te  exporter who provides the  commod- 
i t i e s  i s  paid i n  do l la r s .  The l o c a l  importer pays f u l l  value i n  
Local currency t o  h i s  government which then uses t h e  funds t o  
finance defense o r  other  programs of mutual benef i t  t o  t h e  re-  
c ip ien t  country and t h e  United Statee .  

Supporting Assistance is  a l s o  used f o r  t h e  d i r e c t  financing of 
spec i f i c  projects.  I n  these  cases it is  s M l a r  t o  Technical 
Cooperation and Development Grants, i n  t h a t  it pays f o r  tech- 
nicians,  t ra ining,  commodities and other  project  costs .  The c r i -  
t i c a l  di f ference is t h a t  t h e  projects ,  while serving development 
t o  t h e  maximum extent consistent with t h e i r  main purpose, a r e  
d i rec ted  primarily t o  counter-insurgency o r  other  secur i ty  o r  
p o l i t i c a l  purposes. 

Regardless of i t s  form, Supporting Assistance i s  provided only 
where it i s  c l e a r l y  jus t i f i ed .  Within individual countries it is  
coordinated c losely with other  U.S. ass is tance programs. To t h e  
maximum extent possible it i s  used t o  prepare a s o l i d  foundation 
f o r  economic development and progress toward self-support.  

Supporting Assistance i s  phased down just  a s  rapidly a s  U.S. in- 
t e r e s t s  and economic progress i n  t h e  recipient  countries w i l l  per- 
m i t .  The record of reduction over t h e  past  several  years i s  good. 

A Supporting Assistance program of $380 million, including an 
appropriation request of $369 million, i s  proposed f o r  FY 1966. 
Over 80$ of t h e  t o t a l  w i l l  be concentrated i n  four  Far Eastern 
countr ies  -- Vietnam, Korea, Laos and Thailand. About half  w i l l  
go t o  Vietnam alone. Programs i n  Jordan and t h e  Congo w i l l  account 
f o r  another 148. Tne balance w i l l  be d i s t r ibu ted  among small pro- 
grams i n  severa l  other  countries.  

The Supporting Assistance request does not take account of a pos- 
s i b l e  i n t e n s i f i c a t i o n  of Vietnamese Government m i l i t a r y  and 
counter-insurgency operations involving an addi t ional  cost  not now 
known. If t h i s  increased e f f o r t  is  undertaken by t h e  Government 
of Vietnam, a supplemental appropriation request under a proposed 
Vietnam standby authorizat ion may be required. 

C O N F I D E N T I A L  

CONFIDENTIAL 
Together with H l i t a r y  Assistance, Supporting Assistance meets an 
essen t ia l  need i f  Communist expansion i n  Southeast Asia i s  t o  be 
stopped. In both Vietnam and Laos, counter-insurgency e f f o r t s  on 
anything l i k e  t h e i r  present sca le  would be impossible without t h e  
commodity and f inanc ia l  support which it provides. It is  c ruc ia l  
not only in  maintaining to le rab le  f i n a n c i a l  s t a b i l i t y  under con- 
d i t ions  of open warfare, but a l s o  i n  supporting t h e  economic and 
s o c i a l  programs which a r e  essen t ia l  t o  winning popular support f o r  
non-Cormnunist governments and providing a base f o r  development pro- 
gress once t h e  f igh t ing  ceases. In neighboring !bailand, where 
economic conditions and progress a r e  generally good, a small 
amount of Supporting Assistance i s  used t o  help finance secwi_ty- 
re la ted  projects  i n  sens i t ive  areas bordering Laos, where Commu- 
n i s t  i n f i l t r a t i o n  and subversion threaten t o  produce a c t i v e  in- 
surgency. 

Supporting Assistance continues t o  be important, although on a 
s tead i ly  declining scale ,  i n  Korea, where secur i ty  conditions s t i l l  
requires a defense e f f o r t  l a rger  than Korea could a f fo rd  unaided. 
Between 1956 and 1964 Supporting Assistance f o r  Korea was reduced 
from $320 million t o  $76 mil l ion.  Development progress has been 
made and the economy i s  beginning t o  move toward grea te r  s e l f -  
support. Toward t h a t  goal, U.S. Supporting Assistance w i l l  con- 
t inue  t o  be phased down as  t h e  focus of the  U.S. ass is tance pro- 
gram s h i f t s  more and more t o  development. 

Economic and p o l i t i c a l  s t a b i l i t y  is  t h e  goal i n  both Jordan and 
t h e  Congo. Without it U.S. i n t e r e s t s  would be ser iously  en- 
dangered i n  p o l i t i c a l l y  sens i t ive  areas.  Development progress 
i s  being made i n  Jordan, and a s  a r e s u l t  t h e  Supporting Assist-  
ance program is  being gradually reduced. In  t h e  Congo t h e  funda- 
mental task i s  t o  help r e s t o r e  conditions permitting development. 

Smaller Supporting Assistance programs i n  other  countries pro- 
vide recipients  with a counterweight t o  excessive re l iance on 
Comunist ass is tance and influence, assure access t o  U.S. m i l i -  
t a r y  bases, o r  serve other important secur i ty  and foreign pa l iey  
purposes. 

Combined Supporting Assistance and Contingency Fund use f o r  
countries other  than Vietnam and Laos f e l l  from $695 mil l ion i n  
BY 1962 t o  $278 mil l ion i n  FY 1964. s ince 1961, Supporting As- 
s i s t ance  programs have been discontinued i n  Greece, Turkey, Iran, 
Afghanistan, Pakistan, Cambodia, Indonesia, Philippines, Libya, 
Mali, Tunisia, Colombia and Ecuador. Programs i n  Morocco and 
Burma w i l l  be discontinued a t  the  end of t h e  current year. 
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The Contingency Fund a l s o  met a c r i t i c a l  need i n  t h e  Cyprus c r i -  
The Contingency Fund is used t o  meet urgent a s s i s t ance  needs which 
a r e  not  foreseen o r  cannot be accura te ly  estimated i n  advance. 
An appropr ia t ion  of 450 m i l l i o n  i s  requested for  FY 1966. 

The a c t u a l  use of Contingency Funds s r i e s  widely from year  t o  
year.  Adequate a v a i l a b i l i t y  must b,e r~sovided i n  advance, how- 
ever, i f  t h e  fund i s  t o  serve  i t s  intended purpose of permit t ing  
a prompt U.S. response t o  emergency needs. Funds a r e  spent only 
when t h e  na t iona l  i n t e r e s t  r equ i re s  it. 

Since  i t s  inception,  t h e  Contingency Fund has enabled t h e  United 
S t a t e s  t o  respond immediately t o  t h e  need f o r  increased a s s i s t -  
ance t o  countr ies  threatened by Communist a t t ack  o r  i n t e r n a l  
subversion.  In  FY 1964 it provided almost $47 mi l l ion  t o  supple- 
ment r egu la r ly  programmed ass i s t ance  i n  meeting c r i t i c a l  needs 
i n  Vietnam and Laos. A small amount was a l s o  used t o  f inance  
t r a n s p o r t a t i o n  and o the r  c o s t s  connected with t h e  loan of a U.S. 
army r a d i o , t r a n s m i t t e r  t o  counter Communist broadcasts i n  t h e  
s e c u r i t y  s e n s i t i v e  Northeast region of Thailand. 

The Contingency Fund has a l s o  enabled t h e  United S t a t e s  LO r e -  
spond p o s i t i v e l y  and cons t ruc t ive ly  t o  unexpected economic o r  
p o l i t i c a l  c r i s e s  abroad. I a t e  i n  FY 1964 a $50 mi l l ion  loan was 
made from t h e  Fund t o  t h e  new Government of Brazi l  a f t e r  it had 
demonstrated a determined e f f o r t  t o  solve  i t s  s e r ious  economic 
problems. The loan ave r t ed  a f i n a n c i a l  c r i s i s  and provided t h e  
t ime badly  needed by t h e  new government t o  work out  t h e  d e t a i l s  
of sound s t a b i l i z a t i o n ,  development and reform programs. Sub- 
sequent events have confirmed t h e  wisdom of t h i s  loan.  The 
Braz i l i an  Government has continued t o  press  forward with con- 
s t r u c t i v e  p o l i c i e s  under t h e  Alliance f o r  Progress. 

s i s  during FY 1964 by enabling t h e  United S t a t e s  t o  con t r ibu te  
adequately t o  t h e  UN peace-keeping operation.  Over $2.7 mi l l ion  
was provided from t h e  Fund f o r  t h a t  purpose. 

The most frequent use of t h e  Contingency Fund, although r e l a t i v e l y  
small  i n  amount, i s  r e l i e f  t o  victims abroad of n a t u r a l  d i s a s t e r s  
such a s  earthquake and f lood.  Eknergency food needs a r e  met t o  

t h e  extent  poss ib le  from P.L. 480. Other urgent needs, however, 
r equ i re  d o l l a r  a s s i s t ance .  Frequently suppl ies  a r e  rushed from 
U.S. m i l i t a r y  depots with subsequent reimbursement from t h e  Con- 
t ingency Fund. Approximately $3 mi l l ion  of r e l i e f  and r e h a b i l i t a -  
t i o n  a s s i s t ance  was furnished i n  FY 1964 t o  victims of volcano 
and f lood  i n  Costa Rica. Smaller amounts were provided t o  meet 
s i m i l a r l y  urgent needs i n  18 o the r  countr ies .  Without adequate 
Contingency Fund a v a i l a b i l i t y ,  t h e  United S t a t e s  would be unable 
t o  meet t h e  humanitarian r e s p o n s i b i l i t i e s  commensurate with i t s  
wealth and world-wide i n t e r e s t s .  

For t h e  current  f i s c a l  year t h e  Contingency Fund appropr ia t ion  
was $99 mil l ion ,  added t o  $3 mi l l ion  c a r r i e d  over from FY 1964. 
It i s  planned t o  t r a n s f e r  $50 mi l l ion  of t h i s  amount t o  t h e  M i l i -  
t a r y  Assistance Program t o  meet urgent requirements. A t r a n s f e r  
of $75 mi l l ion  was made from t h e  Contingency Fund f o r  t h e  same 
purpose i n  FY 1964. 

Only $50 mi l l ion  i s  requested f o r  t h e  Contingency Fund i n  FY 1966 
on t h e  assumption t h a t  very l i t t l e ,  i f  any, of t h e  requested funds 
wi l lbe  used f o r  t r a n s f e r s  t o  o the r  appropr ia t ion  ca tegor ies .  

I n  addi t ion ,  au thor i za t ion  is  requested f o r  t h e  appropr ia t ion  of 
such add i t iona l  Mi l i t a ry  Assistance and Supporting Assistance 
Funds, f o r  use i n  Vietnam only, a s  t h e  President may subsequently 
f i n d  it necessary t o  reques t  i n  t h e  na t iona l  i n t e r e s t .  Any pro- 
gram t o  be c a r r i e d  under t h i s  au thor i za t ion  w i l l  be presented t o  
t h e  author iz ing committees concurrently with t h e  appropr ia t ion  
reques t  . 
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our rurv3v-d. The greater the  nation, the greater i n  i ts  
SUMMARY OF CONTRIBUTIONS need t o  work cooperatively with other people, with other 

( In  thousands of dollare) countries, wfth other nations. 

Fy 1964 FY 1965 FY 1966 
Actual EetFmateU Propose4 "Second, internat ional  cooperation is no longer an 

acdsmic subject; it is a fact of life, . . . . Our c h d -  

UN Bpanded Program of Technical lenge is not t o  debate t he  theory or the  concept, but 

Assistance and Special 3"und 60,77 d 60,000 65,000 o m  chsllenge is t o  improve and t o  perfect and t o  
UN Technical and Operational strengthen the  organieations t ha t  alrea8y ex ls t  . I r  

Assistance t o  the- Congo 5 , 000 5,000 5,000 
UN Relief an8 Works Agency for  The authorization and appropriation of $155,455,000 for  voluntary 

Palestine Refugees 17,200 16,000 16,000 contributions t o  ll international organizations and program i s  

UN Children's Fund 12,000 12,000 12,000 propored for  FY 1966. Decisions ae t o  the  use of t he  funds wfn be 
UN Food & Agriculture Organi- made i n  the l i gh t  of progress B d e  t d  a sat isfactory solution 

zation - World Food Program 2,000 2,300 2,000 of the  UN's const i tut ional  and flmancial c r i s i s .  
Internat tonal Atmic Energy Agency - 
Operational Program 1 9 8  1,100 About 85$ of the'runds requested wf l l  be used t o  promote the eau- 

Indue Basin Develupment Fund 12,312 37,000 nomic and social  development of the less-dewloped part of the  

International Secretar iat  for 53r000 war18 through: 

Volunteer Sellrice - 22 120 
Worl8 Health Organization - 
Medical Research 500 - 100 

UN Peacekeeping 
UN Operation i n  the  Congo 

( ~ i l i t a r y  ) 2,473 - 
UN hergency Force  ear ~ a s t )  1 , 2 4 a  835 
UN Force i n  Cy-pru~ 1,57 - 

UN Training and Rerearch Ins t i tu te  - - 400 

TOTAL 

Includes $59,000 thousand for CY 1964 p r o g r m  and $1,772 
thousand t o  complete funding of the  U.S. pledge for  CY 1963 
programs. 
In  addition, $2,724 thousand funded from the Contingency Fund. 

d Remainder of pledge of up t o  $2,300 thoueand t o  be funded from 
the ConfAngency Fund and/or voluntary contribution funds. 

Through voluntary contributions t o  multilateral progrme, the 
United Stater gives prac t ica l  an8 concrete expression t o  i t 6  

support of international organizations, which President Johnson, 
in proclaFming 1965 as  International Cooperation Year, described 
a s  "vital i n  the modern world." He d d e d  that  twu points a m  
clear: 

"Mrst,  internat ional  cooperation i s  simply not an 
idea mr an ideal. We think it i s  a clear necereity t o  

--The UN Expanded Program of Technicsl Asfsfatance (EF'PA), 
which pravldes technical s k i l l s  through experts and fenuw- 
ships; 

--The UN Special Fund, which carries out pre-inv-estmtnt survey. 
and assistr in establishfng h i n i n g  in s t i t u t e s  and applied 
research f ac i l i t i e s ;  

--The UN Children's hnd (UNICEF), which finances projects for  
'-rpravlng the health and welfare of children and mothersf 

--The World Food Program (w), which i s  seeking snd teetfng 
new weys of fostering economic develupment through the  ure 
of f oodstuff e; 

--The Operational Propem of t he  International A t d c  Ehergy 
Agency (IAEA), which encourages pcaceful applicatione of 
atomic scf ence: 

--The International Secretariat for Volunteer Sellrice ( ISVS) , 
which prmotes the growth of Peace Cow-type programe by 
other countries; an8 

--The Indus B a s i n  Daaelopnent Fund (IBDF), which is financing 
the  construction o f  major i r r iga t ion  and power works t o  
imprave the  productivity of India and Pakistan and a t  the  
same tims muting a m a u r t a  of friction. 
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A seconfi category of internat ion& programa includes those aMressed 
t o  t h e  s t a b i l i z a t i o n  of troubled asea~~. In t h e  Middle East, t h e  UN 
Relief and Works Agency ( U N R W A )  pravides basic  fodl, shel ter ,  or 
achoolhg f o r  over one mil l ion Arab refugees displaced by t h e  con- 
f l i c t  over Palestine.  In t h e  Congo, t h e  UN is  supplying e s s e n t i a l  
exparte, including doctors, teachers,  engineers, and economists t o  
help keep t h e  Congo Government machinery aperating. 

Voluntary contFibutions t o  UN peacekeeping operations conet i tute  
t h e  t h i r d  category of program supported by t h i s  appropriation. 
Funds fo r  t h e  coets of t h e  UN Emergency Force (w) on the I e r a e l i -  
UAR border are  included i n  t h e  Ti 1966 request. Our contributions 
t o  the  expenses of the  UN Force Ln LYprus during FY 1964 and 1965 ' 

were funded from foreign ass is tance appropriations. 

Finally,  contributions a r e  proposed f o r  two new internat ional  
cooperative a c t i v i t i e s  designed t o  serve U.S. in te res t s .  A con- 
t r i b u t i o n  i s  recammcnded f o r  a new cancer research i n e t i t u t e ,  t o  
be established within the  framework of the  Worla Health Organiza- 
t i o n  LWRO). The agency would promote wide tlissemination of 
lnformatlon on cancer research and encourage research i n  promising 
areas. The other new a c t i v i t y  is  the UN Training and Research 
Ins t i tu te ,  which would t r a i n  present members of the  UN Secretar ia t  
an8 c i t i z e n s  of t h e  new nations f o r  service e i t h e r  with t h e  UN or 
i n  t h e i r  nat ional  administrations. The i n s t i t u t e  would a l so  con- 
h c t  research on Fmportant problems facing t h e  UN. 

U.S. par t i c ipa t ion  i n  an8 support of in ternat ional  programs 
encourages other countr ies  t o  increase t h e i r  contributions,  helps 
e n l i s t  scarce s k i l l s  on a world-wide basis,  frequently provides 
necessary ass is tance t o  developing countries which a re  re luctant  
t o  accept b i l a t e r a l  ass is tance i n  sens i t ive  f i e l d s  of development, 
and, bp enhancing the  authori ty  and prest ige  of the  UN, makes it 
a more e f fec t ive  mechanism f o r  resolving p o l i t i c a l  problems. 

UN EXPANDED PROGRAM OF TECHNICAL ASSISTANCE AND SPECIAL FLTND 

Two closely re la ted  UN a c t i v i t i e s ,  designed t o  a s s i s t  the  less-  
developed countries t o  achieve economic an8 soc ia l  growth, are  
the  UN Expanded Program of Technical Assistance (EPTA) and the  
UN Special Fund. Under t h e  f i r s t ,  technical  advice an8 s k i l l s  
are  t ransferred t o  the  developing countries through the  provision 
of experts and fellowships, while the  Special W d  concentrates on 
surveys of natural  resources and f e a s i b i l i t y  s tudies ,  establishment 
of t r a in ing  i n s t i t u t i o n s ,  an8 formation of research i n s t i t u t e s .  

During calendar 1963, d i r e c t  expenditures on technical  ass ismnce 
projects  were about $39.5 million, which primarily financed 3,037 
expert missions and 2,545 f ellawships. Among t h e  various func- 
t i o n a l  f ie lds ,  1 8 . 4 ~  was devoted t o  basic  surveys of resources and 
the strengthening of administrative services, 21.2% t o  agr icu l tu ra l  
p~.oduction, 17.4% t o  heal th  services,  and 10.6% t o  education. 

Special Fund pro jec t s  are  normally of longer &ration than thoae of 
EPTA. Through October 1964 the Goyerning Council of the  S-peCial 
Fund had approved 421 pre-investment projects  i n  130 less-developed 
c o u n t r i e ~  and t e r r i t o r i e s .  By the  same date,  3 k p r o j e c t s  had been 
completed and 255 pro jec t s  were i n  various stag66 of f i e l d  opera- 
t ion.  It i s  reported t h a t  a r e s u l t  of t h e  f i r s t  16 pre-inveet- 
ment surveys and f e a s i b i l i t y  s tudies  completed a t  a aost  t o  the  
8peaial ~und and recipient  governments of $16 million, cap i ta l  
amounting t o  over $780 mil l ion from internat ional  and domeetic 
sources has came forward t o  finance development a c t i v i t i e s .  It 
i s  noteworthy t h a t  t h e  ass i s ted  governments themelves  w i l l  pro- 
vide about $545 mil l ion of the  t o t a l  costs  -- $919 mil l ion -- of 
the  421 projects  approved thus fa r .  

In 1960, the  UN established a t a r g e t  of $150 million as  the  annual 
program leve l  f o r  EPTA and the  Special Fund together.  By 1964 
t o t a l  pledges reached $147.5 million, and pledgee made thus f a r  
t o  the  1965 programs indicate  t h a t  the  t a rge t  my be exceeded by 
about $6 million. 

The Economic and Social Council hae recommended a merger of EPTA 
an8 the  Special Fund i n t o  a new UN Development Fund, a move 
supported by t h e  United States  as a means of increasing the  
efficiency of the  UN's development e f f o r t .  The merger i s  on the  
agenda o f t h e  UN General Assembly, which i s  a l s o  expected t o  con- 
s ider  a proposal f o r  increasing the  combined annual t a r g e t  from 
$150 t o  $200 million. I f  an acceptable merger plan i s  adopted and 
i f  progress i s  made toward a sa t i s fac to ry  solut ion of t h e  UN'e con- 
s t i t u t i o n a l  c r i s i s ,  the  United States  would be prepared t o  support 
the  increased t a r g e t  and t o  increase i t s  1966 pledge t o  a maximum 
of $65 million. Our contribution would not exceed 40% of t o t a l  
government contributions,  including assessed and audit& l o c a l  costs  
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UN TECHNICAL AND OPERATIONAL ASSISTANCE TO THE CONGO 

The U.S. objective i n  the Congo i s  t o  establish a moderate central 
government capable of maintaining internal  security, po l i t i c a l  
a tab i l i ty ,  and a reasonable r a t e  of econamlc and social  development. 
By providing technical expert8 and aperating personnel, the UN i a  
meeting a c r i t i c a l  need of the Congo for  ekilled manpower. Meeting 
th ia  need i s  a pre-requisite of achieving the U.S. objective but 
woul& be d i f f i c u l t  f o r  the United States t o  do direct ly,  The UN 
program has been aucceaaful i n  finding personnel with the  necessary 
aki l la  and language ccmrpetence through international recruitment. 

The UN Technical an8 Operational Aaaistance Program provides 1,700 
experts, inclu&fng some 800 teachers, 200 doctora, 200 econamlsts 
and engineers and a variety of other apecialiats i n  agriculture, 
mlnfng, labor, public worka and public administration. The t o t a l  
resources made available i n  foreign exchange for the program i n  
1964 amounted t o  about $14 million. In addition t o  the  $5 million 
provided by the United, Statea, the Congo and 12 other govcrmaents 
contributed' i n  caan or MnB t o  the  program, while various UN 
agenciee provi&e& technical experts, using the i r  am reaourcea. 
The Unite& Statea l a  making a atrong ef for t  t o  assure continued 
part icipat ion by other &onore an8 international agenciea i n  the 
provieion of asaiatance t o  the Congo. 

Of the  $5 million requested for  FY 1966, the United Statea proposes 
t o  make a designate& contribution of approximately $4 million t o  
finance 223 c r i t i c a l  poaitiona i n  the  f i e ld s  of public finance, 
economic m d y a i s  an8 coor&ination, c i v i l  aviation and meteorology, 
public works, teleccnmunications, an8 mineral resources planning 
an8, in addition, will finance the non-salary coetn of 400 
Nigerian police. The remaining $1 million wi l l  be contributed on 
a matching basis  t o  the UN F t d  fo r  the Congo, which l a  principally 
Bupported by voluntary contributions from Governments, and finances 
essent ia l  health - e&ucation an& judicial  servicea . 

UN RELIEF AND WORKS AGENCY FOR 
PALESTINE rnFUGEES 

The miasion of the United Nations Relief an8 Worka Agency for  
Palestine Refugees (UNRWA) i e  t o  meet the  minFmum food, shelter,  
health an8 educational needa of the  reArgee population now resident 
i n  Lebanon, Syria, Jordan an8 the Gaza Strip. The United States 
supporte t h i e  humanitarian objective an8 coneiders tha t  such 
aaaistance i a  required t o  prevent the &evelopent of s i tuat ions 
prejudicial  t o  our baaic in te res t s  in the Near East. 

CONFIDENT lAL 

O r  the  1,246,o~Trefugeee registered by UNRWA, l a t e s t  Agency 
report8 show tha t  aome 1,138,000 are receiving me&iaal care, 
878,000 afe receiv-lng rations, 483,000 are h m e d  i n  Agency- 
operatea cempa, 'an8 a m  202,000 children are receiving educational. 
benefits.  

The buaget propose& for  1965 i a  about $37 million, including $16.6 
million for  *lief servicea, $15.4 million for  education snd 
training, a d  $5 million for  hea l th  services. To finance t h i s  
leve l  oP operations, govcrnmenta w i l l  have t o  increase t he i r  
pledges by e m  $1.5 million or  other resources xi11 have t o  be 
found, Over the past sweral years the  United Skates has con- 
t r ibute& aome $24.7 million &1121mUy toward UNRWAf s program i n  
dollafs,  U.S.-amed foreign currencies, an8 wheat f lour  an8 edible 
o i l s  available under P.L. 480. In an effort  t o  atep up progreea 
in rec t i f ica t ion  of the rat ion r o l l s  an8 t o  in&uce other govern- 
ments t o  increase t he i r  support of the  program, the United Statea 
planrm t o  reduce the cash portion of i ts  FY 1965 contribution by 
$1.2 million t o  $16 million. 

In FY 1966, the  United States plans t o  maintain i t a  cash contri- 
bution a t  the  $16 million leve l  and xi11 determine the leve l  of 
i t a  contribution of surplus foodstuffa i n  the l i gh t  of progress 
made by UNRWA in eliminating ine l ig ib le  an& frauaulent rat ion 
beneficiaries while continuing t o  proviae for bona f i&e nee&y 
refugee .  In  any event, the U.S. contribution w i l l  not exceed 
70% of t o t a l  receipts from sLU govermnenta. 

UN CHILDREN'S FlMD 

The .purpose of the  UN Chll&renfa Fund (UNICEF) is t o  make a per- 
manent contribution t o  the welfafe of children through programs 
which countries w i l l  be able t o  cafry on themelvea a f t e r  i n i t i a l  
stimulus fran the Chil&renfs Fund, UNICEF Auaiahes auppliea and 
equipment which aaaiated governmenta afe unable t o  prov-lae, while 
related technical aaeiatance an8 advlce are provi&ed by other UN 
departments an8 specialized agencies. In June 1964, UNICEF waa 
providing aid t o  553 projects i n  117 countries and t e r r i t o r i e s .  

Health ael-vicea and diaeaae control continue t o  be the major f i e l a  
of UNICEF act ivi ty.  Of the sLUocatione of s l igh t ly  over $30 million 
approve& for  the year begFnning July 1, 1964, 36% waa &eaignated 
fo r  health aervices and 3% for  project8 deaignea t o  control and 
eliminate malaria, tuberculoaia, and other diaeasea . Aeaiatance 
i n  the f i e l a  of nu t r i t ion  represents about 17%- Mucation, a 
re la t ive ly  new f i e l a  of UNICEF ai&, account8 for  ll$, with leaaer 
amounta for  vocational t raining an& family and child welfare. 

majority of projects i n  all f ield8 include t raining aspecta. 
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UNICEF i e  s t e a d i l y  increasing, q e  number of governments supporting 
t h m  t o t a l  now being l l 7 ,  In  addi t ion t o  governmental contr ibut iom,  
UNICEF receives  a n n u  about $8 mi l l ion  p r h a r i l y  fram pr iva te  
sources. ~ o t d  expenditures were $38.9 mi l l ion  i n  1963 and a re  
expected t o  r i s e  t o  $40 mi l l ion  by 1964 or  1965. 

It is  propomed t h a t  t h e  U.S, pledge qp t o  $12 mi l l ion  f o r  CY 1966, 
subject  t o  t h e  lFmitation t h a t  t h e  U.S. share ehould not exceed 
40$ of t h e  t o t a l  contr ibut ions  from governments. This is  t h e  same 
amount as pledged a n n u d l y  s ince 1960; t h e  U.S. share, however, haa 
been p r o g r e s ~ i v e l y  reduced from 48$ (1960) t o  40$ (1964). 

UN FOOD AND AGRICULlTURE ORGANIZATION - 'WORLD FOOD PROGRAM - 

Through support of the  World Food Program (WFP), the  United Sta tes  
ass is ts : in  an experimental program t o  determine how foodstuffs can 
be used on a m u l t i l a t e r a l  bas i s  t o  s t imulate  economic and soc ia l  
development. 

The Program, a h i n i s t e r e d  jo in t ly  by t h e  UN and t h e  Food aqd Agri- 
c u l t u r e  Organization (FAD.), had approved a s  of June 30, 1964, 72 
development p ro jec t s  involving an out lay of $146.3 mill ion. Pro- 
j e c t s  h a w  been undertaken i n  colonization and land sett lement,  
land reclamation and development, and promotion of animal huebandry. 
WFP a l s o  u t i l i z e s  about a quarter of i t s  resources f o r  emergency 
operations involving d i r e c t  feeding and use of foodstuffs  i n  
r e h a b i l i t a t i o n  f o l l a r i n g  cyclones i n  Pakistan, earthquakes i n  Iran,  
hurricanes i n  t h e  Caribbean, and other n a t u r a l  d i sas te r s .  

The Program was authorized f o r  a three-year experimental period, 
beginning January 1, 1963. Toward a terrget of $100 mill ion, 68 
nat ions  have pledged $93.7 mil l ion ($68.5 mi l l i an  i n  commodities, 
$5.4 mi l l ion  i n  services,  and $19.8 mi l l ion  i n  cash).  The United 
S ta tes  offered up t o  $40 mil l ion i n  commodities avai lable  under 
P.L. 480 and $10 mi l l ion  i n  cash and shipping services .  

On the  bas i s  of evaluation of WFP projects ,  and other reports 
prepared by WFP consultants,  and t h e  recommendations of t h e  
Executive Director of t h e  WFP and the  heads of t h e  UN and the  
FAO, t h e  pa r t i c ipa t ing  s t a t e s  w i l l  decide during t h e  course of 
1965 whether t o  recommend continuation of the  program. In  view 
of U.S. i n t e r e s t  i n  promoting the  growth of less-developed coun- 
t r i e s  through food a i d  -- the  p r inc ipa l  object ive  of the  Food 
f o r  Peace program -- it i s  expected t h a t  t h e  United S ta tes  w i l l  
favor continuation of the  WFP. 
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The estimate of $2 million a s  the  U.S. cash contribution t o  WFP 
during FT 1966 would represent a continuation a t  the  same leve l  
a s  U.S. cash pledges t o  the  i n i t i a l  three-year period. The pledge 
of cash, as  wel l  a s  commodities avai lable  under P.L. 480, f o r  an 
extension of the  Program would be made, of course, only i f  the  
scope and nature of the  program a s  adopted by pa r t i c ipa t ing  coun- 
t r i e s  a r e  acceptable t o  the  United Sta tes .  

INTERNATIONAL ATOMIC EKERGY AGENCY - OPERATIONAL PROGRAM 

The p r inc ipa l  U.S. object ives  served by par t i c ipa t ion  i n  the  
Internat ional  A t d c  Energy Agency (IAEA) a re  t h e  orderly promotion 
and development of program f o r  the  peaceful uses of a t d c  energy 
i n  member s t a tes ,  e e g e c i d l y  in t h e  underdeveloped countries,  the  
development an8 promotion of in te rna t ione l  standards and uniform 
prac t i ces  i n  t h e  peaceiul uses  of a t d c  energy, and t h e  develop- 
ment an8 wide-spread appl icat ion of a uniform eyatem of safeguards 
t o  prevent t h e  divers ion of nuclear mater ie ls  an8 e q u i p n t  t o  non- 
peaceful uses, 

Of t h e  Agency's a c t i v i t i e s  r e la ted  t o  t h e  above ciQjeotivee, those 
included Fn t h e  operational program a r e  funaed prlmexilp fran the  
voluntary funa. The program connists of t h e  award of fellowships 
f o r  training Fn nuclear science, t h e  provision of exper ts  an8 
e q u i p n t  f o r  t e c h n i o d  ass is tance projects,  an8 research p ro jec t s  
i n  underdeveloped countries.  The t a r g e t  fo r  voluntary caeh con- 
t r ibu t ions  hsa remained unchanged at $2 mil l ion aince 1962. 
Actual contributions,  h m v e r ,  have averaged approxbately  $1.3 
mil l ion.  P r io r  t o  1965, the  United S ta tes  matched, on a 50/50 
bas i s ,  the  cash con t r ibu t iom of other donors. I n  1965, however 
the  United S ta tes  reduced i t s  cash pledge t o  45$ of the  t o t a l  
amount ac tua l ly  contributed and intends t o  reduce i ts  share pro- 
gressively.  

To t h e  Agency's 1966 operational program, the  United Statea proposea 
t o  pledge 40$ of t o t a l  cash contributionaj t h e  amount required on 
t h i s  baeis  i s  e s t b a t e d  a t  $600,000. I n  addition, it i s  i n t e d e d  
t h a t  t h e  United S ta tes  w i l l  continue, a s  i n  t h e  past ,  t o  make avai l -  
able  fe l lomhipe  f o r  the  t r a i n i n g  of Agency nominees i n  the  United 
Sta tes ,  the  services  of U.S. experts,  costs  associated with par- 
t i a i p a t i o n  i n  t echn ica l  meetings, and -1 equipment grants  f o r  , 

t h e  Agency's technical  ass is tance projecte  an8 laborator ies .  
ApproxFmately $400,000 i s  propoeed t o  pravide these  contributions 
in k W .  Thue a t o t a l  of $1 mil l ion i s  requested fo r  FY 1966. 
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Through i t s  participation in the scheme for  developmant of the 
water resources of the InBus B a s h ,  the United States is help- 
t o  pravFde arable land for  over 50 million people i n  Palristan an8 
India, an8 a t  the same tlme t o  renmve a prFncipd source of f r ic -  
t i on  between the two countries, 

The InBu Bash Development Fund ( IBDF) , administered by the World 
Bank, is financing a ten  year project t o  dive? t o  Inaia waters 
now used h Pslristan, and pravFae fo r  r ep lncwnt  of the diverted 
waters by a system of dame, reservoirs and link cansls i n  Pekistan, 
The project,  the largest earth-movlng tank ever undertakm, involws 
the  construction of a dm, sevan barrages, and 430 miles of canals. 

The Mu program i s  now i n  i t s  f i f t h  year. Contractbg and can- 
s t ruc t ion  on Indue work0 - generally procbeabg on schedule. 
Contracts t u t d i n g  some $59+.8 million have been awarded and it i s  
expected tha t  the seven remaw major contraatu w l l l  be awarded 
during 1965. C h  an over-all basis. some 72% of the contracts under 
the Inaus Basin Fund have been l e t  t o  U.S. f i r m  for  conrtmction 
or consultant ac t iv i t ies .  

The IXDF Agreement xar, a m e ~ ~  h April 1964 in order t o  maet 
increased costs of planned works. This raPiaion raised t o t a l  
foreign exchange camltmhnts B f  Fund manibern -- hcluc¶ing the 
United States, the  World Banlc, Australia, Canada, Germany, N e w  
Zealand an8 the United Kingdom -- by the equiwlent of $315 
million h foreign exchange, f r o m  $459.1 million t o  $774.1 million. 
U.S. foreign exchange commitments nuw t o t a l  $416.8 million, in- 
c l u ~ ~ i n g  $295.6 million i n  grants a d  $121.2 million i n  loans, and 
camprise 53.8% of t o t d  foreign exchange ccmrmitments. 

The IBDF Agmement provides tha t  contributors make peymants t o  the 
Fund upon ssmi-annual c a l l  frm the World Beak. On the basis  of 
estimates of t o t a l  payments which w i l l  be due to  contractors con- 
s t r u c t b g  the Indus Bash  works, the World Bank p l am t o  c a l l  for  
$53.0 million i n  U,S. grant contributionn during FY 1966. The FY 
1966 estimate i u  uubstant idly higher than the estimsthd U.S. con- 
t r ibut ion  of $37.0 million durtng FY 1965, r e f l s c t b g  a steady 
build-up h the  volume of works unaer construction. Requests during 
FY 1964 an8 1965 wsre lower than planned bscause of delays encoun- 
tered h a tex thg  some of the major contract operations. 

INTERNATIONAL SECRETARIAT FOR VOLUNTW SERVICE 

The International Secretariat for  Volunteer Service (ISVS) xss 
created by unanhou.6 resolution of 43 nationr t o  encourage and 
ass is t  i n  the dc~elopment of volunteer uervice prograrmr, t o  help 
overcome acute shortages of ski l led personnel i n  less-developed 
countrclos. The ISVS supplements b i l a t e ra l  e f fo r t s  by providing a 
central  clearinghouse for  information on volunteer service program 
and by providing technical ansistance i n  establiuhing national 
organieationa carparable t o  the U.S. Peace C o w .  

Since 1963, the ISVS has: (a )  carried out an active clearinghouse 
program which has rtlrrmlated 24 countries t o  set  up or plan volun- 
ta ry  service program involving a t o t a l  of 5,000 volunteers i n  
1964; (b) fac i l i ta ted  the exchange of work experience by sponsoring 
or organizing four major international workshops; and ( c )  aasiutcd 
Zrmibia, Kenya an8 El S a l d o r  i n  planning and d e ~ ~ l o p i n g  national 
servlce progr-. 

IXlring CY 1963, the Secretariat 'r  f i r a t  year of operation, the 
United States xss the sole cash contributor and, i n  addition, 
contributed personnel as did four &her countries. During 1964, 
the United Stater did not make a cash contribution; h m v e r ,  seven 
other nationa paid cash contributions of $69,500. In October 1964, , 

the members established the ISVS on a more formal basis and adopted 
a program of work and b d g e t  for  1965. For 1965, the United Statee 
wi l l  pledge up t o  $22,400 t o  be us& for  clearinghouse operations 
only, and subject t o  the l imitat ion that  the U.S. contribution 
would not exceed 40% of t o t a l  contributiom for  t h i s  act ivi ty.  

For 1966, it is anticipated that  the  ISVS w i l l  adopt a budget of 
approxlmately $422,000 for  both clearinghouse and direct  technical 
assistance functions. The increased budget would enable the 
organization t o  provide b r o d e r  support t o  volunteer eervice pro- 
grams planned by developing an8 develop& countries. It i s  pro- 
posed that  the present leg i r la t iva  limitation on the U . I .  con- 
t r ibut ion be removed and that  the U.S. plcdge $120,000 t o  the 
t o t a l  budget, which would represent about 28%. 
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WORLD HEALTH ORGANIZATION - MEDICAL RESEARCH 

U.S. p a r t i c i p a t i o n  i n  and support of a new cen te r  on cancer 
research  i s  designed t o  acce le ra t e  e f f o r t s  t o  con t ro l  t h i s  disease.  
I n  1964, r ep resen ta t ives  of t h e  United S ta t e s ,  t h e  United Kingdam, 
I t a l y ,  t h e  Federa l  Republic of Germany, and France d ra f t ed  a pro- 
poeal  f o r  establishment of an agency whose cont inuing work would 
include: ( a )  c o l l e c t i o n  and d isseminat ion  of information on t h e  
epidemiology of cancer,  on cancer research ,  and on t h e  causat ion  
and prevent ion  of cancer5 (b)  'consideration of proposals  and prepa- 
r a t i o n  of p lans  f o r  cancer research;  and ( c )  t r a i n i n g  of research 
personnel .  In  addi t ion ,  t h e  agency would c a r r y  out s p e c i a l  pro- 
j ec t s ,  such a s  p i l o t  demonstrations of cancer prevention,  u t i l i z i n g  
f'unde cont r ibuted  by governments, foundations,  and o ther  donors. 

The c e n t e r  w i l l  have i t s  own governing council ,  a s c i e n t i f i c  
council ,  and +r small  s e c r e t a r i a t ,  but  w i l l  be c lose ly  l inked wi th  
WHO and nlll complement and r e i n f o r c e  t h a t  Organization's  work. 
I n i t i a l l y  it i s  expected t h a t  t h e  c e n t e r  w i l l  be  composed of t h e  
f i v e  governments, but  membership w i l l  be  open t o  all WHO memders 
who accept t h e  ob l iga t ions  of membership. 

A s t a t u t e  f o r  t h e  cen te r  xi11 be presented  t o  t h e  World Health 
Assembly, which meets i n  May 1965. For t h e  i n i t i a l  period,  it i s  
a n t i c i p a t e d  t h a t  t h e  annual budget f o r  continuing servicea  w i l l  
b e  $500,000, t o  be  shared equal ly  by t h e  f i v e  members. The 
es t imate  f o r  t h e  U.S. con t r ibu t ion  i n  FY 1966 i e  t he re fo re  $100,000. 

U t i l i z i n g  $500,000 of FY 1964 funds, t h e  United S t a t e s  made a 
s p e c i a l  grant  t o  WHO t o  expand i t s  r e sea rch  i n  human reproduction, 
w i th  t h e  expecta t ion  t h a t  t h e  organiza t ion  w i l l  support t h i s  
a c t i v t y  from i t s  regular  budget i n  t h e  e t u r e .  

CONFIDENTIAL 

UN PEACEKEEPING OPERATIONS 

The UN h e r g e n c y  Force (UNEF), e s t ab l i shed  i n  1956, has t h e  
mission of guarding and p a t r o l l i n g  t h e  a rmis t i ce  l i n e  and l n t e r -  
n a t i o n a l  f r o n t i e r  between I s r a e l  and t h e  United Arab Republic. 
It serves a major UN and U.S. ob jec t ive  of keeping t h e  peace 
between the  two s t a t e s  and con t r ibu t ing  t o  t h e  maintenance of 
s t a b i l i t y  i n  t h e  Middle Eaetern region. 

During 1964 it wae found poseib le  t o  reduce UNEF's t roop s t r e n g t h  
from 5,100 t o  4,800. The UN appropr ia t ion  f o r  t h e  expenses of 
W F  was $17,750,000 i n  1964 and i s  expected t o  dec l ine  i n  1965. 
Firm decis ions  have not been made on t h e  extension and financing 
of UNEF in  1965 and 1966. Taking i n t o  account t h e  need f o r  con- 
t i nua t ion  of a peacekeeping fo rce  i n  t h e  Middle East and assuming 
t h a t  t h e  f inancing of t h e  fo rce  w i l l  involve a voluntary cont r ibu-  
t i o n  of the genera l  magnitude of t h e  U.S. contr1butlon In  1964, 
an est lmate of $835,000 i e  included i n  t h e  FY 1966 reques t .  

UN TRAINING AND RESEARCH INSTITUTE 

The TTN General A s s e d l y  has  agreed t h a t  t h e  UN should e s t a b l i s h  an 
i n s t i t u t e  t o :  ( a )  t r a i n  personnel  from t h e  developing nat ions  f o r  
s e r v i c e  with t h e  United Nations o r  wi th  t h e i r  own na t iona l  govern- 
ments; (b) provide advanced t r a i n i n g  f o r  personnel  of t h r  UN and 
t h e  Special ized Agencies who now serve  i n  middle rank o r  s en io r  
pos ts ;  and ( c )  undertake research  and opera t ions  ana lys i s  on 
s p e c i a l  problem a r i s i n g  i n  t h e  work of t h e  United Nations, I t s  
specia l ized  agencies,  and s p e c i a l  voluntary programs. I n  1963, 
t h e  Assembly asked t h e  Secretary-General t o  t ake  t h e  necessary 
s t e p s  t o  obta in  f i n a n c i a l  support and, when pledges reach t h e  $5 
m i l l i o n  l e v e l ,  t o  e s t a b l l s h  t h e  I n s t i t u t e .  

It i s  proposed t h a t  t h e  U.S. Government con t r ibu te  $P mil l ion  
over t h e  next f i v e  years  f o r  support of t h e  I n s t i t u t e .  The FY 
1966 est imate of .$h00,000 would represent  t h e  f i r s t  yea r ' s  con- 
t r i b u t i o n ,  which would be sub jec t  t o  t h e  condi t ion  t h a t  It no t  
exceed 40% of all governmental con t r ibu t ions .  A prel iminary 
r e p r t  i n  e a r l y  December 1964 indica ted  t h a t  47 o the r  governments 
had thus f a r  cont r ibuted  o r  planned t o  con t r ibu te  $2.8 mi l l ion .  
I n  addit ion,  over $0.5 mi l l i on  has been pledged by t h r e e  p r i v a t e  
foundations. 
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An appropriation of $55,240,000 i s  requested for  A.I.D. adminis- 75,000 f o r  per iodic  pay increases,  U.S. nationals.  The 
t r a t i v e  expenses. This i s  the  minimum essen t i a l  t o  continue 1966 budget provides $275,000 t o  cover per iodic  pay in- 
adminis t ra t ive  operations a t  t h e  reduced l e v e l  effected during creases granted t o  U.S. nationals.  
FY 1965. 

Administrative funds pay t h e  cost  of assuring that  t h e  foreign 
ass is tance program i s  e f fec t ive ly  administered. They a r e  used 
fo r  the  over -a l l  d i rec t ion  and supervision of the A.I.D. program 
i n  Washington and overseas. This includes es tabl ishing program 
po l ic ies  and standards, planning, supervising and reviewing t h e  
a c t u a l  implementation of these  pol ic ies ,  evaluating programs and 
projects ,  and providing such key management services a s  account- 
ing, inspection, auditing, and reporting. 

An appropriation of $55,240,000 i s  needed t o  finance t o t a l  
adminis t ra t ive  expenses of $55,690,000, a s  compared with 
$54,846,600 f o r  FY 1965. 

l'he increase  of $843,400 i s  due chief ly  t o  costs over which t h e  
Agency has no control,  namely, higher costs resul t ing from r i s e s  
i n  overseas wage and p r ice  l eve l s ,  per iodic  pay increases t o  U.S. 
nat ionals  and the  f e d e r a l  pay r a i s e  of 1964. The s p e c i f i c  
increases included i n  t h e  FY 1966 budget a r e  summarized below: 

$385,000 f o r  overseas wage and p r ice  adjustments. Overseas 
l o c a l  wage scales.  a s  we l l  a s  costs of items and services  - 
procured loca l ly ,  continue t o  r i s e  a s  a r e s u l t  of i n f l a t i o n  
and increases i n  r e a l  wages f o r  comparable services .  Sala- 
r i e s  paid t o  foreign nat ionals  a r e  based on s tudies  ca r r i ed  
out by the  Department of State.  Their objective i s  t o  
es tab l i sh  sa la ry  r a t e s  comparable t o  those paid f o r  equiva- 
l e n t  services  by l o c a l  p r iva te  and public e n t i t i e s .  Based 
on current  trends i n  l o c a l  wages and prices overseas, a 
cost  increase of $385,000 i s  projected fo r  FY 1966. 

$100,000 f o r  t h e  information management project.  During 
FY 1965, a t  a cost  t o  A.I.D. of $50,000, a j o i n t  
State-A.1.D.-EIA-ACDA foreign a f f a i r s  information manage- 
ment project  was i n i t i a t e d  i n  cooperation with  the  Bureau 
of t h e  Budget under which a major long-range study i s  being 
made of t h e  foreign a f f a i r s  information requirements and 
data  handling p rac t i ces  of those agencies. A second s tage 
of t h i s  project  i s  planned f o r  A.I.D. i n  FY 1966. It c a l l s  
f o r  the  de ta i l ed  design of an over -a l l  information manage- 
ment system, t h e  i n s t a l l a t i o n  of in ter im improvements 
recommended a s  a r e s u l t  of t h e  f i r s t  stage, and t h e  develop- 
ment of a plan f o r  t h e  i n s t a l l a t i o n  of a comprehensive 
system. The cost of the  1966 s tage of t h i s  p ro jec t  i s  e s t i -  
mated a t  $150,000, an increase of $100,000 over t h e  FY 1965 
cost of $50,000. 

$0,000 f o r  add i t iona l  temporary employment. To enable 
A.I.D. t o  reduce t h e  number of i t s  permanent posi t ions  
without imparing the  eff ic iency of i t s  operations,  it has 
been necessary t o  i s sue  temporary a i~ thor iza t ions  f o r  t h e  
employment of personnel on a when-actually-employed bas i s .  
These authorizations a r e  issued t o  meet peak workloads o r  t o  
obtain f o r  temporary employment personnel with spec i f i c  
s k i l l s  o r  experience. This procedure has always been 
followed t o  some extent,  but has been u t i l i z e d  somewhat 
more f r e e l y  beginning i n  FY 1965. An increase of $50,000 
i s  requested f o r  FY 1966 t o  cover fu l l -yea r  requirements. 

$33,400 f o r  increased Federal pay costs.  The Goverment 
Rnployees Salary Act of 1964, a s  amended, was made e f f e c t i v e  
July  5 ,  1964. additional-$33,400 w i l l  be required i n  
FY 1966 t o  place t h i s  increase on a f u l l  year  bas i s .  
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The Department of S t a t e  i s  responsib le  f o r  two programs involving 
U.S. f o r e i g n  a s s i s t a n c e :  ( a )  The U.S. Mission t o  NATO and t h e  
Organization f o r  Economic Cooperation and Development ( OECD) ; and 
( b )  Administrat ion of t h e  Mutual Defense Control Act ( k t t l e  ~ c t ) .  

An appropr i a t ion  of $3.1 mi l l i on  i s  requested f o r  FY 1966 t o  
cover these  two programs. This i s  $200,000 more than the  amount 
appropr ia ted  i n  FY 1965. It i s  a l s o  $72,000 over t h e  amount 
a c t u a l l y  a v a i l a b l e  i n  FY 1965 -- an inc rease  which i s  needed t o  
provide f o r  within- grade and overseas wage and p r i ce  increases.  

The U.S. Mission i s  a  f i v e  agency team wi th  s t a f f i n g  from t h e  
Department of S t a t e ,  Defense, Treasury, A.I.D.,  and USIA. I t s  
primary ob jec t ive  i s  t o  p lan  and provide f o r  t he  defense of t h e  
North A t l a n t i c  Treaty a r e a  and t o  coordinate  economic p l i c i e s  
and programs. 

CONFIDENTIAL 

Of t h e  $3.1 mi l l i on  requested f o r  FY 1966, $;?,146,000 i s  t o  cover 
t h e  cos t s  of t he  Department of S t a t e  element of t h e  U.S. Mission. 
'The o the r  $954,000 i s  t o  cover t h e  cos t s  of t h e  S t a t e  Department 
i n  carrying out  i t s  r e s p o n s i b i l i t i e s  under t h e  B a t t l e  Act. 

The Ba t t l e  Act program i s  d i r e c t l y  r e l a t e d  t o  t h e  o v e r - a l l  defense 
e f f o r t s  of t he  United S ta t e s .  I t s  ob jec t ive  i s  t o  p roh ib i t  t h e  
shipment of s t r a t e g i c  commodities t o  t h e  Sino-Soviet bloc. The 
Department of S t a t e  determines, a f t e r  consul ta t ion  wi th  o the r  
i n t e r e s t e d  agencies,  t h e  commodities t o  be included on t h e  B a t t l e  
Act l i s t s ,  makes r epor t s  on shipments, coordinates t h e  a c t i v i t i e s  
of various U.S. agencies concerned wi th  s e c u r i t y  t r a d e  con t ro l s ,  
conducts b i l a t e r a l  and m u l t i l a t e r a l  negot ia t ions ,  and makes 
recommendations t o  t h e  Pres ident  regarding t h e  te rminat ion  of 
a s s i s t ance  t o  those  countr ies  which v i o l a t e  t r a d e  cont ro ls .  
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For FY 1966, A.I.D. i s  requesting $7.0 million -- wNch includes 
$1.1 mil l ion i n  l o c a l  currency -- f o r  assistance t o  American Schools 
and Hospitals Abroad. This represents a reduction of over $10.5 
mil l ion from Fi 1965 and almost $13 million from FY 1964. 

FY 1965 grants  t o t a l i n g  $17,530,000 have tentat ively been al located 
t o  the  following ins t i tu t ions :  American University of Beirut, 
$12,500,000; American University i n  Cairo, $1,100,000 ( a l l  i n  l o c a l  
currency) ; Robert College, $1,500,000; Athens College, $70,000; 
Pierce College, $125,000; American Farm School, $125,000; Anatolia 
College, $80,000; Escueh Agricoh Panamericana, $250,000; Project 
HOPE, $1,500,000; Admiral Br i s to l  Hospital of Istanbul, $250,000; 
Seagrave Hospital, $30,000 ( a l l  i n  l o c a l  currency). 

Each of the  i n s t i t u t i o n s  i n  the  above l i s t  i s  accepted by the  gov- 
ernment of the  country where it i s  located as  an important contrib- 
u to r  t o  t h e  immense educational challenge tha t  country faces. The 
graduates of these American-sponsored ins t i tu t ions  become teachers, 
government administrators,  agr icu l tu ra l i s t s ,  businessmen, doctors, 
nurses and other s p e c i a l i s t s  essen t ia l  t o  the  modernization e f f o r t s  
of t h e i r  countries.  An impressive number of them now play key roles  
i n  t h e  p o l i t i c a l ,  s c i e n t i f i c  and cu l tu ra l  l i f e  of t h e i r  countries. 

It i s  i n  t h e  U.S. i n t e r e s t  t o  help these ins t i tu t ions  survive and 
function effect ively.  But it i s  not i n  our in te res t  o r  t h e i r s  t o  
permit them t o  become permanently dependent on U.S. Government sup- 
port. And, with t h e  new buildings and equipment t h a t  t h e  United 
S ta tes  has already financed i n  t h e  past,  many of them a r e  now, o r  
should be, ready t o  carry on without fur ther  A.I.D. support. 

The smaller budget request f o r  FY 1966 re f lec t s  t h i s  bel ief .  The 
major por t ion of t h e  $7 million we a r e  requesting w i l l  go t o  four 
i n s t i t u t i o n s :  American University of Beirut, Robert College a t  
Istanbul,  Project  HOPE, and the American University i n  Cairo. The 
remainder i s  earmarked f o r  special  non-recurring projects  i n  a num- 
ber  of other  ins t i tu t ions .  For example, Seagrave Hospital i n  B u m  
has requested a grant t o  expand i t s  hospi ta l  f a c i l i t i e s  and t r a i n  
more nurses, and Anatolia College i n  Greece i s  requesting a s s i s t -  
ance t o  s e t  up a Junior College of Business fo r  young executives 
needed i n  t h e  industr ies  of Northern Greece.. Other i n s t i t u t i o n s  
i n  which s i m i h r  non-recurring projects  may be financed a r e  the  
American Farm School i n  Thessaloniki; Pierce and Athens College i n  
Athens; Escuela Agricoh Panamericana i n  Honduras, and the Admiral 
Br i s to l  Hospital a t  Istanbul. 

A.I.D. i s  continuing t o  work with those ins t i tu t ions  requiring 
fu r ther  support t o  determine t h e  kind and amount of ass is tance 
most l i k e l y  t o  strengthen t h e i r  f inanc ia l  base, t o  equip them 
b e t t e r  fo r  t h e i r  r o l e  and t o  move them as  rapidly as  possible 
toward self-support. 
CONFIDENTIAL 
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million. 

During FY 
the  f i r s t  
obligated 
ments f o r  
posals i n  

For FY 1965 t h e  l e v e l  of the  A.I.D. Research and Analysis Program 
was $12 mil l ion as  compared with t h e  previous y e w ' s  l w e l  of $6 

A $12 mil l ion l e v e l  i s  a l s o  requested f o r  FY 1966. 

1964 the  program obligated $6 million. A t  the  end of 
half  of FY 1965, approximately 86 mill ion had been 
o r  was nearly ready f o r  obligation. Potent ia l  require- 
t h e  second half  of t h e  f i s c a l  year, consisting of pro- 
hand and under review, t o t a l  $8.5 million. 

On-going requirements a t  the  beginning of FY 1966 a r e  estimated 
a t  a minimum of $5 million. This w i l l  be required t o  fund con- 
t inuing projects  being carried' out by other federa l  agencies, 
un ivers i t i e s  and other  contractors. An addi t ional  $2 mill ion 
w i l l  be needed f o r  proposals reviewed and approved f o r  obligation 
l a t e  i n  FY 1965 which cannot be funded i n  t h a t  year. Thus only 
$5 million of the  $12 mil l ion requested w i l l  be avai lable  f o r  new 
research. 

The program i s  organized i n  essen t ia l ly  the  same s i x  areas  of con- 
centra t ion as  i n  FY 1965; some of t h e  groupings have been modified 
t o  r e f l e c t  experience gained with t h e  program and t o  focus more 
sharply on t h e  Agency's needs. These areas  a r e  Agricultural 
Sciences, Health Sciences, Behavioral Sciences, Physical Sciences, 
Regional and National Development, and Development Analyses. 

The program f o r  t h e  coming year i s  designed t o  take advantage of 
new opportunities f o r  research resu l t ing  from such a c t i v i t i e s  as :  
( a )  t h e  recent ly  concluded seminar on increasing agr icu l tu ra l  
productivity i n  less-developed countries; (b )  t h e  several  symposia 
already approved o r  phnned i n  areas  where A.I.D. has c lea r ly  
iden t i f i ed  needs f o r  research; and ( c )  the  r e s u l t s  of previously 
funded research and analysis studies.  

The program w i l l  continue t o  emphasize t h e  use of cost-benefit 
analyses i n  t h e  select ion of research projects.  Demographic 
problems and promising technological developments such a s  desalt-  
ing w i l l  receive special  a t tent ion.  



PROGRAM 

Program 
various 

W 4  areas are SECURITY CLASSIFIED and 

must not be divulgedtounauthorized individuals. 

SWPORT AND INTERREGIONAL ACI'IVITIES Al l  other material i s  unclassified. 

Support and Interregional Act iv i t i e s  a r e  funded from the  
o the r  appropr ia t ion categories.  There a r e  no separate  

fund requests f o r  these  a c t i v i t i e s .  

PROORAM SUPPORT 

Ocean Freight - Voluntary Relief Agencies. A.I.D. supports t h e  
people-to-people r e l i e f  and r e h a b i l i t a t i o n  programs of r eg i s te red  
American ~&xntary Agencies by paying the  ocean f r e i g h t  costs of 
suppiies and excess property donated t o  these  agencies. There a r e  
present ly  27 such voluntary agencies engaged i n  t h i s  program i n  
support of t h e i r  a c t i v i t i e s  i n  eome 80 countries and areas.  It i s  
an t i c ipa ted  that a t  l e a s t  f i v e  new agencies w i l l  p a r t i c i p a t e  i n  FY 
1965 and others  i n  FY 1966. The estimate provides $5.6 mill ion t o  
continue the  program i n  FY 1966, a s  compared t o  $4.8 mil l ion i n  FY 
1965 
Vitamin Supplement, Child Feeding. A.I.D. i s  exploring, with t h e  
U.S. Department of Agriculture and representat ives  of t h e  U.S. 
Dairy ~ k u s t r y ,  t h e  f e a s i b i l i t y  of adding Vitamins A and D t o  those 
supplies of non-fat d r i ed  milk powder made ava i l ab le  by USDA under 
P.L. 480 ( ~ o o d  f o r  peace) t o  be used i n  chi ld  and maternal feeding 
programs i n  countries and areas  of known vitamin deficiency. Over- 
coming t h i s  deficiency, p a r t i c u l a r l y  i n  the  vulnerable pre-school 
and school age groups, can contri hute s i g n i f i c a n t l y  t o  improved 
heal th  and learning capacity. It i s  proposed t o  a l l o c a t e  $3 m i l -  
l i o n  t o  t h i s  p ro jec t  f o r  FY 1965 and $3 mill ion f o r  FY 1966. 

Inspector General of Foreign Assistance, whose o f f i c e  is  organiza- 
t i o n a l l y  located i n  t h e  Department of Sta te ,  has broad s ta tu to ry  
r e s p o n s i b i l i t i e s  r e l a t i n g  t o  t h e  effectiveness of economic and m i l -  
i t a r y  programs under the  Foreign Assistance Act and of Peace Corps 
and P.L. 4&l a c t i v i t i e s .  For expenses of t h i s  o f f i c e  during FY 
1966, $625,000 i s  requested from appropriations under Pa r t  I of 
t h e  Act. 

In te rna t iona l  Executive Service Corps. This organization undertakes 
t o  supply volunteers from among American businessmen and p r iva te  
executives t o  become advisers  t o  firms and governmental organiza- 
t ions  i n  t h e  developing countries.  Under a n  agreement with t h e  
Corps, A.I.D. has undertaken t o  provide l imited f inanc ia l  support, 
probably through FY 1967, a f t e r  which time it i s  an t i c ipa ted  t h a t  
t h e  organization w i l l  be a b l e  t o  finance i t s e l f  from pr iva te  sour- 
ces. The requirement f o r  FY 1966 i s  $1.3 mill ion. The work of t h e  
Executive Service Corps i s  described on page 59 of t h e  sect ion 
headed "Mobilizing Pr iva te  Resources f o r  Development." 

Disas ter  Relief,  The Contingency Fund is  most frequently used f o r  
emergency r e l i e f  of human needs caused by d i s a s t e r s  such a s  floods,  
earthquakes, etc.  Emergency food requirements a r e  met t o  t h e  
g rea tes t  extent poss ible  from P.L. 480 but needs f o r  she l t e r ,  

CONFIDENTIAL 

fuel ,  blankets, clothing, and medical supplies a r e  met from these  
a l locat ions  from t h e  Contingency F'und. The FY 1966 request does 
not indicate  a proposed amount because these  a r e  emergency needs 
which cannot be predicted and w i l l  be d e a l t  with i f ,  a s  and when 
they ar ise .  

INTERREGIONAL ACTMTIES 

Interregional a c t i v i t i e s  a r e  conducted mainly i n  the  United S ta tes  
i n  d i r e c t  support of t h e  A.I.D. f i e l d  program. The costs of these  
a c t i v i t i e s  a r e  charged on a world-wide bas i s  because it would be 
impractical  t o  r e l a t e  them precisely  t o  country or  regional 
programs. These costs a r e  re la ted  d i r e c t l y  t o  the  implementation 
of country and regional programs ra the r  than t o  any of t h e  general 
administrative functions.  The following t a b l e  show8 a. summary 
of these  expenses . 

PROGRAM SWMRY 

( I n  thousands of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

A.I.D. Washington Program S ta f f  13,488 16,0& 16,280 
Program Support - Dept. of S t a t e  8,984 8,399 8,623 
Participant Services : 8,483 8,777 %goo 

A.I.D. (3,684) (3,700) (3,700) 
Other Agency (4,799) (5,077) (5,200) 

Excess Property Off ices  17 0 3 50 362 
Internat ional  Aid Coordination 282 339 330 
General Technical Services:  4,566 7,708 7,950 

Central B3ok Fund (551) (550) (550) 
Communications Resources (675) (700) (700) 
Training i n  Cooperatives (444) (300) (300) 
A.I.D. Technical Services (1,779) (3,751) (3,700) 
Other Agency Consultants and 
Support (1,117) (2,407) (2,700) 

Building F a c i l i t i e s  5% 2,800 2,580 
Dependent Education 1,492 1,500 1,500 

Total. In te r reg iona l  
Expenses 38,051 45,955 46,525 

Funded from: 
Tech. Coop. / ~ e v .  Grants 27, W8 35,755 36,525 
Al'liance f o r  Progress, 

Tech. Coop. / ~ e v .  Grants 9,997 10,000 10,000 
Supporting Assistance 246 200 - 
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I Ihdd areas are SECURITY  CLASSIF IED  ond I 
must not be d ivulgedtou~ahthor i rsd individuals. 

PROGRZM SUPPORT AND INTERREGIOMI ACITVITIES I A l l  other material is  unclassified. 

A.I.D. Washington Program S ta f f .  A.I .D.  maintains a program s t a f f  
i n  Washington headquarters which d i r e c t l y  supports f i e l d  operations.  
This s t a f f  includes professional employees concerned with cen t ra l  
program implementation -- contract o f f i ce r s ,  t r a in ing  o f f i ce r s ,  
technicians,  research and evaluation personnel. 

The estimate of $16.3 mil l ion provides f o r  the  same employment 
l e v e l  a s  i n  Fi 1965. The increase over FY 1965 covers normal 
sa lary  increments and an expanded s t a f f  t ra ining program. 

Program Support by the  Department of Sta te .  The Department of 
S t a t e  performs ce r ta in  common services i n  Washington and overseas - 
f o r  A.I .D.  and other  agencies such as  communications, health,  
f i s c a l ,  t r anspor ta t ion  and custodial  services,  f o r  which it charges 
on a pro-ra ta  basis .  Of the  A.I.D. share in  such costs  f o r  
FY 1966, $8.6 mil l ion w i l l  be applicable t o  program personnel and 
charged t o  the  in terregional  program. 

Par t ic ipant  Services.  Each year about 6,000 foreign nat ionals  
from aided countries a r e  sent  t o  the  United Sta tes  f o r  advance 
t r a in ing  i n  a wide va r ie ty  of technical  and professional f i e l d s .  
The t r a i n i n g  of these  nationals i s  pa r t  of the  A.I.D. f i e l d  e f f o r t  
and is d i r e c t l y  re la ted  t o  the  manpower needs of s p e c i f i c  develop- 
ment programs. During FY 1966, $8.9 mil l ion w i l l  be required f o r  
services  i n  t h e  United S ta tes  i n  orienting, placing, guiding and 
counsell ing pa r t i c ipan t s .  

Excess Property Offices. A.I.D. w i l l  require  $362,000 t o  maintain 
the  o f f i c e s  handling i t s  program t o  use excess property i n  place  
of c o s t l i e r  new equipment wherever possible in  carrying out 
development projects .  Section 608 of the  Foreign Assistance Act 
authorized A.I.D.,  i n  an t i c ipa t ion  of overseas needs, t o  acquire  
and process equipment declared excess f o r  Government requirements 
and provided t h i s  t o  A.I.D. missions a t  pqices f a r  below those of 
new property. 

In te rna t iona l  Aid Coordination. m e  Internat ional  Aid Coordination 
Staff  i n  Par i s  supports the  U.S. Representative t o  the  OED's Devel- 
opment Assistance Committee, a 12-nation group formed a t  U.S. 
i n i t i a t i v e  which includes a l l  major f r e e  world a i d  donors and has 
been a major f a c t o r  i n  improving the  terms and increasing the  
volume of a i d  from other  f r e e  world countries.  The $330,000 
budget f o r  t h i s  s t a f f  f o r  XY 1966 a l so  includes the  sa la ry  and 
expenses of the  Chairman of the  Development Assistance Committee, 
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General Technical Services. Certain specia l ized a c t i v i t i e s  i n  
support of country programs a r e  undertaken by the  A.I.D. s t a f f  
o f f i c e s  responsible f o r  technical  ass is tance,  engineering and 
p r iva te  enterpr ise .  The operations of the  Central  Book Fund, 
Communications Resources a c t i v i t i e s  and the  Training i n  Cooper- 
a t ives  a c t i v i t i e s  a r e  now included a s  a pa r t  of these  services.  
These services  make possible a centra l ized and coordinated approach 
t o  development problems common t o  two o r  more A.I.D. missions by 
providing f o r  projects ,  t e s t s  and s tudies  t o  improve f i e l d  oper- 
t ions ,  support of p r iva te  agencies under contract t o  implement 
A.I.D. programs, and systematic development of techniques f o r  
regdering b e t t e r  service  t o  country programs. A t o t a l  of $8.0 
mil l ion w i l l  be required f o r  FY 1966, including $2.7 mil l ion t o  
reimburse technical  consultation and support services by other  
Federal agencies. 

Building F a c i l i t i e s .  Under Section 636(c) of the  Foreign Assis- 
tance Act of 1961, not i n  excess of $3 mil l ion ol" the funds 
ava i l ab le  in  any f i s c a l  year (excluding Development Loans) may 
be used t o  construct or  acquire outside the  United Sta tes ,  l i v i n g  
quarters,  o f f i c e  space, schools, hospi ta ls  and other supporting 
f a c i l i t i e s  f o r  the  use of personnel carrying out a c i t v i t i e s  
authorized by t h e  Act -- U.S. Government personnel and t h e i r  
dependents. A t o t a l  -of $2.6 mil l ion w i l l  be required i n  FY 1966 
f o r  f a c i l i t i e s  under t h i s  heading. 

Dependent Education. Under Section 636(d) of  the  Foreign 
Assistance Act of 1961, not i n  excess of $1.5 mil l ion of foreign 
ass is tance funds (excluding Development Loans) may be used t o  
a s s i s t  schools already es tabl ished (or  t o  be es tabl ished)  over- 
seas whenever t h i s  w i l l  bes t  serve U.S. i n t e r e s t s  i n  providing 
f o r  the .educat ion of dependents of foreign ass is tance personnel, 
o r  other Government personnel posted overseas. For F'Y 1966, 
$1.5 mil l ion w i l l  be required. 

an American c i t i z e n .  
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MUTUAL DEFENSE AND DEVELOPMENT PROGRAMS 
(Millions of Dollars) 

NEW APPROPRIATIONS 

3,517 

TOTAL PROGRAMS 
(Includes New Appropriations, Carryover, Transfers, and Recoveries) 

~ e ~ u e s t  9 Appropriation FY 1966 Original Current F Y  1966  

9 Request , ~ r o ~ o s a l b  Estimate , Proposed 

g Includes supplemental request for Vietnam. Adjusted for supplemental appropriation for Vietnam 



AGENCY FOR INTERNATIONAL DEVELOPMENT 

FY 1965 APPROPRIATION FY 1966 APPROPRIATION REQUEST 

Other !X 

"$65 

Loons - 
($4251 

Technical ~ o o p e r o t ~ o n  and 
Development Gronts 

y~ontlngency 
Fund 

Loons 

'4951 

Other 9 

" $72 

Technical ~ o o ~ e & o n  and 'Contingency 
Development Grants Fund 

Total--$2,195 million Total--$2,210 million 

!/ Includes Amencon Schools ond Hosp~tols Abrood $168 mdllon In dol lars A I D Admln~stratlve Expenses $ 51 2 
mllhon, State Admlnlstratlve Expenses $ 2 9  mdllon, ona $1 6 mllllon for  lwestment Surveys 

!/ Includes American Schools and Hosp~tols Abroad $7.0 mllhon; A.I.D. Administrative Expenses $55.2 
million; and State Administrative Expenses $3.1 million. 



(1n thousands of dol lars )  

B r r i e d  Over Ransfers Carried L%er 
fm R l o r  Between Reimburse Fatimated W t a l  Avail- f ran  R i o r  Appropri- Reimburse- Es t imted Total Avail- 

Appropri- Year Appre Appre ments and Recov- able  f o r  PY 1965 Year Appro- a t ion  ments and Remv- able  for  1956 
ationa printion. pr ia t ions  Receipt. e r i e s  Rogramning Rogram pr ia t ions  Request Receipts er ies  Rogrmming Rognu.  

ECCW34IC ASSISTANCE 

Development Lam.  .............................. 
Technical Cmperation and Developnrmt 
Grants ........................................... 

Alliance f o r  Rogress :  

Development hm...... ........................ 
Technical Cooperation and 

Development Orant a............................ 

Supporting Asmistance ............................ 
............. Contingency Funk................... 

.. Intermti-1 Organizations and Programs....... 

............ American SchooLs and Hospitals Abroad 

.............. Surveys of Investment Opportunities 

- ................ Mminls t ra t ive  Exp-es A.I.D. 

4 %timatea loan receipts f o r  N 1965 which a r e  not avai lable  for obligation i n  PY 1965, a r e  shown i n  FY 1566 when t h e i r  reappropriation i s  bemg requested. 
I n  addi t ion  t o  e a t i m s t d  l m n  receipts for  N 1566 figure includes loan recexpts f o r  PY 1964 and e s t i n a t d  receipts f o r  N 1565 whch were not available f o r  obligation I" PY 1564 o r  FY 1965 but vhich vere 
held i n  t h e  account pending reappropriation in  N b66. 
Reflects poss ib le  t ransfer  of $50 million t o  Military Assistance. 
Ereludes $100 thounand aa of June 30, 1965. and $50 thousand a s  of June 30, 1966, which a r e  t o  be returned t o  Treasury as a resul t  of anricipated savinga due to use of foreign currencite. 
Excludes e o l l e c t i r r r  f r m  mil i ta ly  credit sales. 

Administrative and Other Expensen . Sta te  ....... 
MTAL ECOUMC ASSISWCE. ..................... 

MIUTART A S s m d  

Appropriated Funds ............................. 
TOTAL HUlU%L D-E AtUl DEW- 
FUOGRAIB.. ................................... 

2 , W  

2,195,000 27,900 -501000 3,7W 81,350 2,263,950 2,261,803 

1,055,000 565 5 0 , 0 0 0 ~  - 116,ROo 1,222,765 1,222,765 

3,250,000 28,855- - 3,700 204,150 3,485,715 3,48,568 

2,0117' 2,210,370 32,lW 77,170 2,321,681 2,320,720 

10,000 1,170,OCO - 78,000 1,258,000 1,258,000 

12,047 3,380,370 32,100 155,170 3,579,681 3,578,720 



Areaa and Pmgrams 

S W R Y  - ALL PROGRAM 

LATIN AMERICA........ 

NEAR EAST AND 
9 0 U l Y  ASIA. .. . . . . .. 

7TIZ"URONAL ORCANI- 
U T I C t 2 . .  . . . . . . . . . . 

PRWW SUPPORT AND 
INTIS(REC1mL 
ArnIYITIB . . . . . . . . .  

(In thousands of do 

Oetai l  my not  add t o  to ta l s  due t o  rounding 
~ x c l u d e s  81 31 n t l l l a n  for Social  Progress Trust Fund Admnistered by the Inter-American Development Bank. 

Supporting Asrlrtance 

: lq611 PI' 1.65 1 N 19* 
ctual Estimated Prowsac 
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S W  OF PRMjRRMS BY AREA AND COUhTFZ 
PlSCll  YEARS 1964, 1965, hND 1966 

Area and Country 

L 
(In thous2 

Argentina... ................ 
Bol iv ia . . . .  ................. 
Brmil  ...................... 
BrarU ...................... 
Central h e r i o m  
Economic C m m i t y :  
Central h r i e a  Regional 

Orgdrat ion  (WAP). .... 
Coata Rica ................ ............... E l  Salvador 
C u a t d a  ................. 
Honduras .................. 
Nicaragua ................. 

Chila. ...................... 
Colombia...... .............. 
Dominican Republic...... .... 
Ecuedor ..................... 
Haiti ....................... 
Mexico.. .................... 
Panma.. .................... 
Paraguay. ................... 
Peru ........................ 
UNRuaY.. ................... 
Ver-nrla ................... 
B r i t i ~ h  Ouimn .............. 

..................... Jamaica 
surinm... . . .  ............... 
Trinidad and Tohago ......... 
Regional...... .............. 
Undistributed L a m  Proerm.. 
Pmpr.  .-rt k ~ n t e r g n l .  

A c t ' .  6 ~+-3 'Fom Alli- 
ance for Pragr. Appmp's.. 

D e t d  may not add t o  totals  due t o  rounding. d Emergency support loan h d a d  *om Contntingancy Fund. 

h//lragkru?l. - - *t.- 

vlds of dollars) 

Alliance for Progress 
Technical Cooperation 

Supporting Assietance 

m 1964 I m 1965 I IT 1 9 6  
Actual Estfmated Propose, 

9 . 5 6 2  9.300 - 

Other Rograss 



.~...... SECURITY CLAUlrlED mn4 
nt b. dirul&h-dbrk.d ln4ividlrl.. 

.'+*1*1 OF F T U A W  mT LLTA I T ?  ~XLVTRY 
4;-.:u c..fis:, I W L .  . J '  I \ :  ',& 

( I n  thousands of d o l l a r s )  CONIIDINTIAI 

I I I I 1 

I RIP0711 C,.W*l. IY5TANCE I kvelopment Loans ( Teehntcal Caopsra+lo- 1 Supporting Asslrtancs I Other Pragrnrnr 

Ares and Country I I I 

F Y ~ - 4  ~ ~ 1 9 6 5  FY 1966, N 1964 n l r l  * AT I ,  PY 1 9 u  FY 1965 rr l o  n .ri 3 . w .  n 4.4 FY 1 9 6 ~  FY 1965 FY 1966 FY '-L 

Artv.1 Estimated Proposed Actual ? . ? l - . d  r m e , 4  Actual Eatlmated Propor I r tm~al ' - 1  l m . 4  I m v u d  Actual Estlmatad Froposad Act sl 
I 

I s r a e l  ................. ?2,h?? zl.m 
~mdm.. ............... 1 Y.' ' 3  ?>.>-', I 

I rdons r i a  .............. 
Kom. .................. 
Laos ................... 

.......... Phll ippinas. .  
Tnailand ............... 
Vietnam... ............. 
Reqional.. ............. 

- - 

f i l i g i b l e  for  developmant lending. 

f l o t a l  lncludea an %S n i l l l o n  p n * a ~ d y  planned TC pmgram far Indonesia now under review,  of which 81 .A mill ion haa been obligated through December 31, 1964. 

d n d e r  review. 

M a i l  y n o t  add t o  t a t a l a  d m  t o  munding. 
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SM4ARY OF PROORUlS BY AE3A AhD COUNTAl 
PISCAL YGARS 1964, 1965, A N D  1966 CONFIDENTIAL 

W ..........CUIIITI CLASSIFIED ..d 
nw1 not b. d~.ul~.dt~~&herl . .d  Indlrldu.1. 

Ares and Country 

AFRICA - TOT= 

Congo (Loopoldvjlla) ......... 
Ethiopia ..................... 
East  Africa ..................... Kenya. 

T a n ~ m i ~  ................... 
Uemda ..................... 
Regional ................... 

Liber ia  ...................... 
Nigeria ..................... 
h m i e i a  ..................... 
Other Loan Programs ......... 
%sri.. ..................... 
Burundi ...................... 
Ohma ....................... 
Guinea ....................... 
l ibya . . .  ..................... 
marl ....................... 
Hall.... ..................... 
Morocco ...................... 
Sie r ra  Lsons ................. 
Somali Republic .............. 
Sudan..... ................... 
Zambia..... .................. 
Afrioan k Malegaay Union ............. Stataa (!JAM).. 

Cmeroon ................... 
Cent ra l  A f r i c s h  Republic... 
Chad ....................... 
6-...... l............... 

Ivory Coaat. ............... 
P d e g a s y  Republic. ......... 
Mauritania ................. 
Niear ...................... 
Rwmda ..................... 
Senegal.. .................. 
Togo ....................... 
Upper Volta ................ 

Regional USAID Africa ........ 
Rsgiond  ..................... 

(In tho 

Derel-nt L-s 

uldm of dollare) 

Technical Cwpsratlon 

74,176 86,000 92.000 

Contingency Fund 

Y 1964 EY 1965 FY 1965 
c t u a l  Estimated Proposed 

d b o l v d e e  obligations f o r  Zambia 
COUFIDEUTIAL 
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FTIINMTT ASSTSTANF 

: W A R Y  OF JlRCRAMS - IJ)W FCC? I ' T I Y I T l T ~  
FISCAL YEARS 1964. 1965 and 1966 

( I n  t h ~  nds  of d o l l a r s )  

B v e l o p m e n t  Loans a n d  A l l i a n c e  
for P n ? r * s s  Loans 

FY I W  F i  I%', f Y  1966 
Acl'Al I  S ! l u ' r d  P l n ~ c v d  

S u p p o r t i n g  A s s i s t a n c e  r r r l i n g e n c y  Fund T e c h n i c a l  C o o p e r a t i o n  and 
A l l i a n c e  for P r o g r e s s  TC Ol h e r  Programs 

Program 

E s t i m a t e d  Proposed 
Y 1 9 6 4  1 FY 1965 I F Y  1% 
ctua:  E s t i m a t e d  Prootmv 

' ly I FY ,965 I FY 1966 
E s t i m a t e d  P r w l e d  

IMERNATIONM LWZYIZATIONS.. 

..... FA0 World lceu Prcqram 
I n d m  b r l r  C r r e l s p m e n t  Fur 
I n t . r r # \ o n a l  Atomic Energ) 

A ' i . f iy-9pera t ional  

LM T r a l r \ r q  and Percatch 
I n s 1  l:~?r... ............. ....... WHO M l d l c r l  R e s e a r c h  

AMERICAX 9XX'S AND 
HOSPIlUS M O A O  .......... 

AMERICAN m S  AND 
HOSPITALI m O A D  ( S p e c i a l  
F o r e i g n  C u r r e n c y  Program),  , 

INVESTMENT SLRVEYS ........... 
ADMINISTRATIVE EXPENSES 

TOTAL ..................... 
A d m i n i s t r a t i v e  E x p v r l  

A.I.D. ................. 
A d m i n i s t r a t i v e  and Othr 

Expenses  - S t a t e  ........ 
REE'ARCH & ANALYSIS.. ....... 
PROORAM SUPPORT AND 

INT5m&ION4L A C T I W . .  

Ocean F r e l g h t ,  V o l u n t a r y  
R.ll.1 rync1.v.. ....... 

v i r m l n  -1-rts, C h i l d  
I~tJlrq ................. ......... IPIFCW: a n r r l  

International E x e c u t i v e  
Corps  ................... 

D i s a s t e r  R e l i e f  ........... 
I n t e r r e g l c o l  A c t i v i t ~ e s . .  
Amounts t v J F d  from A l l l a n  

for P r o g r e s s  ............ 

aJ It* r r n a ~ n d e r  of t h e  p l e d g e  of up t o  $2,3W thousand 1s t o  be funded from 
, . * I r q e n c y  Fund and/or  v o l v r t a r y  c o n t r l b u t l o n  funds .  

CONFIDENTIAL 

Revised January 25, 1965 

BEST AVAILABLE 

JMenustik
SBA



TREND OF APPROPRIATIONS~ 
(ADJUSTED FOR TRANSFERS A N D  OTHER RECEIPTS) 

(EXCLUDES REAPPROPRIATIONS) 
($Billions] 

Economic Assistance 

Y~xcludes Sociol Progress Trust Fund. 

Alhonce for progressy 

hi! 

Fiscol Years 

49 

(Request)  



ECONOMIC ASSISTANCE 

Estimated Gross Expenditures and Unexpended Balances By Appropriation 

For Fiscal Years 1965 and 1966 

(1n thousa 
Receipts, Total Avail- 

h e  xp end ed Transfers & able fo r  
Balance New Funds Reimburse- Expenditure 
6/30/64 M I 9 6 5  mente FY 1965 

s of dollars 
Less 

Estimated 
Expenditures 
FY 1965 

898,472 

191, 000 

197, mo 

90,080 

371,600 

75,000 

125,000 

10,000 

3,'=0 

100 

54,000 

2,900 

2,018,252 

Estimated Receipts, Total Avail- 
Unexpended Transfers & able  fo r  
Balance New Funds Reimburse- Expenditure 
6/10/65 FY 1966 ments M 1966 

Estimated 
Expendi- 

tures 
M 1966 

908,721 

206,000 

231,853 

89,519 

392,000 

70,000 

105,000 

10,000 

2,000 

100 

56,100 

3,100 

2,074,393 

Estimated 
Unexpended 

3;::;; 

1,867,285 

326,690 

l, l&,415 

110,271 

334,942 

144,525 

131,177 

14,444 

52 

2,829 

8,539 

197 

4,125,366 

- - - 

Budgeted Programs 

Development bans.................... 

Technical Cooperation & 
Development Grants.................. 

Alliance f o r  Progress : 

Development Imns.................. 

Technical Cooperation & 
Development Grants................ 

Supporting Assistance................ 

Contingency Fund..................... 

In ternat ional  Organizations & 
Programs............ ................ 

American Schools and Eospitals 
Abroad.............................. 

American Schools and Hospitals 
Abroad (special  Foreign Currency 
program). ........................... 

Surveys of Investment Opportunities. . 
Administrative Expenses - A.I.D. .... 

. Admin. & Other Expenses State...... 

..... Total Budgeted Programs..... 

Social Progress Trust F'und........... 

Special Revolving Funds 

.... Advance Acquisition of Property 

Investment Guaranty Program........ 

1 

aJ Excludes interes t  collections, since they a re  not available without reappropriation. 
and ant ic ipated fo r  FY 1965 and FY 1966 i s  being requested fo r  M 1966. 

b/ Reflects possible t ransfer  of $50 million t o  Military Aseistance. 

I of in teres t  collections actual ly  received i n  FY 1 1  

Includes t ransfer  of $2,400 thousand; reimbursement of $1,100 thousand; l e s s  anticipated t ransfer  of $100 thousand t o  Treasury, representing savings due 
t o  use o f  foreign currencies ($50 thousand i n  M 1964 and $50 thousand i n  FY 1965). 
Includes interes t  collections actually received i n  FY 1964 and anticipated f o r  FY 1965 and FY 1966, for  which reappropriation i s  being requested i n  FY 1966. 
Includes reimbursement of $1,100 thousand l e s s  anticipated t ransfer  of $50 thousand to  Treasury, representing savings due t o  use of foreign currencies. 
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number of A.I.D. a c t i v i t i e s  designed t o  encourage greater  Ameri- 
can p r iva te  investment i n  the  less-developed countries, and t o  
increase t h e  flow of development ass is tance from pr iva te  Ameri- 
can r e l i e f  agencies, non-profit associations,  labor unions, c iv ic  
groups and business organizations. 

'MOBILIZING PRIVATE RESOURCES FOR DEVELOPMENT 

Among the  major developments expected during FY 1966 a r e  these : 

Al l  othor material is unclossified. 1 CONFIDENTIAL 

1. The report  of the  Advisory Committee on Private f i t e r p r i s e  
i n  Foreign Aid on ways t o  increase p r iva te  par t ic ipat ion i n  
in te rna t iona l  development, following a year of study by t h i s  
t o p l e v e l  c i t i zens  group, established by Congress and appointed 
by the  A.I.D. Administrator. 

INTRODLICTION 3. Increased use of the  A.I.D. Investment Survey program, which 
i s  helping t o  generate new pr iva te  American investment i n  

The developnent process must draw on every resource i n  the  devel- less-developed countries.  
oping countries,  p r iva te  as  well  a s  public.  In t h e  same way 
foreign assistance, t o  be effect ive must involve both pr ivate  and 4. Placement of volunteers overseas by t h e  new Internat ional  
public resources. A.I.D. continues t o  encourage greater  p r iva te  Executive Service Corps, operated and supported by American 
par t i c ipa t ion  i n  our ass is tance programs and stronger, more vigor- business and ass i s ted  by A.I.D. 
ous p r iva te  sectors  i n  t h e  deve lo~ing  countries themselves. 

5. An expansion of t h e  r o l e  of American voluntary agencies i n  
The A.I.D. program already includes subs tan t ia l  pa r t i c ipa t ion  by promoting self-help and development work, i n  addition t o  
American pr iva te  business, i n s t i t u t i o n s  and groups. About one- s t ra igh t  r e l i e f  work i n  the  underdeveloped countries.  
four th  of A.I.D.'s technical ass is tance i s  provided by American 
un ivers i t i e s ,  business firms and pr iva te  associations on contract 6. Increased s t a t e  and l o c a l  pa r t i c ipa t ion  i n  A.I.D. " ~ a r t n e r s  
with t h e  Agency, and t h i s  r o l e  i s  being enlarged fur ther .  Ameri- i n  the  Alliance" program, through which Americans a t  the  
can engineering and construction firms overseas a r e  supervising s t a t e  and l o c a l  community leadership l eve l  work d i r e c t l y  
t h e  design and construction of some $4 b i l l i o n  i n  c a p i t a l  projects  with t h e i r  counterparts i n  Lat in  American countries on spe- 
A.I.D. i s  helping t o  finance i n  the  developing countries. Under c i f i c  development problems. 
t h e  " X r t n e r s  of t h e  Alliance" program launched i n  t h e  spring 
of 1964, 25 American s t a t e s  and communities a r e  consulting with STIMULATION OF PRIVATE U.S. INVESTMENT 
Lat in  American nations and comunit ies  and arranging t o  provide 
scholarships,  technical  assistance, investments i n  jo in t  ventures A. I.D. continously s t r i v e s  t o  f i n d  new and improved ways t o  in-  
and other  kinds of assistance; e ight  more partnerships w i l l  soon crease the  flow of U.S. c a p i t a l  and techniques t o  the  developing 
be under way. Pr ivate  firms, labor unions and loca l  governments world, spurred by the  conviction t h a t  the  demand i s  great  and t h e  
a s  wel l  a s  univers i t ies  provide t ra in ing  f o r  some 6,000 p a r t i c i -  need i s  urgent. The Advisory Committee on Private Ehterurise i n  
pants a year; t h e  value of t r a in ing  services donated f o r  these Foreinn Aid, appointed by the  Administrator on May 26, 1964 and 
programs has been estimated a t  more than $10 million. chaired by Arthur K. Watson of IBM, has been reviewing A.I.D.'s 

p r iva te  enterpr ise  programs and considering new i n i t i a t i v e s .  The 
During the coming year, s ign i f i can t  expansion i s  expected i n  a Committee w i l l  report  by June 30, 1965. 

In charting the  fu tu re  course of h i s  business a c t i v i t y ,  the  U.S. 
entrepreneur i s  faced with competing demands -- on h i s  time, 
c a p i t a l  resources and manpower. A.I .D.  ' s  pr ivate  enterpr ise  pro- 
grams a r e  based on a recognition t h a t  information on investment 
opportunities i n  the  less-developed countries i s  d i f f i c u l t  t o  
obtain; t h a t  r i s k s  of loss  i n  these  countries due t o  p o l i t i c a l  
and economic i n s t a b i l i t y  a r e  of ten higher than i s  considered 
acceptable; tha t  ra tes  of re tu rn  a r e  frequently uncertain; t h a t  
debt financing can be obtained only with d i f f i c u l t y  o r  a t  pro- 
h i b i t i v e  ra tes  of in te res t ;  and t h a t  improvement of investment 
climate through technical  and f inanc ia l  ass is tance t o  pr ivate  
sector  i n s t i t u t i o n s  i n  the  less-developed countries i s  e ssen t ia l .  

2. A continued sharp increase i n  the  use of A.I .D.  investment In making investment plans, the  U.S. businessman i s  able, with 
guaranties by American investors.  In FY 1964, A.I.D. wrote A.I .D.  ' s  help to :  ( a )  obtain information on the  opportunities i n  
th ree  times as  many guaranty contracts  and issued twice as  less-developed countries;  (b) explore proposed projects  i n  de ta i l ;  
much coverage a s  i n  any preceding year. 

C O N F I D E N T I A L  
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( c )  discount,  thanks t o  t h e  guaranty p rogrms ,  a number of p o l i t i -  
c a l  and other  r i s k s ;  and (d )  have Rccess t o  f inancing from a numl 
be r  of supplemental sources. Thus, t h e  ove r -a l l  purpose of 
A.T.D.'s p r i v a t e  investment programs i s  t o  f a c i l i t a t e  investments 
i n  t h e  less-developed countr ies  and t o  make them more a t t r a c t i v e  
i n  r e l a t i o n  t o  a l t e r n a t i v e  p o s s i b i l i t i e s .  

INVESTMENT TAX CREDIT PROPOSAL 

I n  view of t h e  small  flow of d i r e c t  U.S. p r iva te  investment i n t o  
t h e  less-developed countr ies ,  p a r t i c u l a r l y  i n  manufacturing in -  
d u s t r i e s ,  t h e  Executive Branch has proposed an overseas inves t -  
ment t a x  c r e d i t .  This i s  a sepa ra te  l e g i s l a t i v e  proposal which 
provides f o r  a t a x  c r e d i t  aga ins t  t h e  U.S. inves to r ' s  t o t a l  t a x  
l i a b i l i t y  of 30% of t h e  value of new investment i n  c e r t a i n  t r ades  
o r  business i n  e l i g i b l e  less-developed countr ies .  For purposes 
of  ca l cu la t ing  t h e  c r e d i t ,  re inves ted  earnings over 50% would a l s o  
be considered new investment. The Less-Developed Country Invest-  
ment Credi t  Act was introduced i n  Congress i n  Ju ly  1964 by Con- 

gressman Hale Ebggs and re fe r red  t o  t h e  Committee on Ways and Means, 
but  no f u r t h e r  ac t ion  was taken p r i o r  t o  adjournment. The b i l l  
w i l l  be reintroduced ea r ly  i n  t h e  Eighty-ninth Congress. 

Rates of r e tu rn  on investments i n  fo re ign  i n d u s t r i a l i z e d  nations 
a r e ,  on t h e  average, s u b s t a n t i a l l y  h igher  than on investments i n  
most less-developed countr ies .  I f  enacted, t h e  l e g i s l a t i o n  w i l l  
redress  t h i s  imbalance and should the re fo re  produce s ign i f i can t  
growth i n  U.S. investment i n  productive f a c i l i t i e s  i n  t h e  devel- 
oping nat ions ,  

INFORMATION PROGRAMS 

Businessmen's Informat ion Center : The Center, es tabl ished i n  
A . I . D .  headquarters i n  Washiwton a yea r  ago, i s  a s ing le  source 
of information on a l l  A. I .D .  programs of i n t k r e s t  t o  t h e  business 
and investment communities. Their response has been en thus ia s t i c  
and t h e  volume of i n q u i r i e s  i s  cons tan t ly  increas ing.  In  addi t ion  
t o  i t s  information function,  t h e  Center serves a s  a c e n t r a l  r e -  
f e r r a l  s e rv ice  t o  put businessmen i n  contacLwith  t h e  appropr ia te  
o f f i c e s  t o  dea l  with spec i f i c  ques t ions  o r  t ransact ions  involving 
A.1.D.-financed commodity procurement a s  we l l  a s  investments. 

Cataloa of Investment Information and Opportunit ies:  Last .&Y 
A. I .D .  i ssued t h e  Catalog of Investment Opportunities, a  unique 
c o l l e c t i o n  of more than 1,200 economic and t echn ica l  f e a s i b i l i t y  
s tud ies  o,f i n t e r e s t  t o  p o t e n t i a l  U.S. and fo re ign  inves tors .  The 
s tud ies ,  a l l  of recent  date,  were made by A. I .D. -f inanced 

CONFIDENTIAL 
contractors,  o the r  governments, p r i v a t e  foundations, business 
f irms,  un ive r s i t i e s ,  and in t e rna t iona t iona l  organizat ions .  The 
Index, d i s t r ibu ted  f r e e ,  l i s t s  t h e  s tud ies  by country and by in-  
dus t ry .  Detailed abs t r ac t s  of each study can be purchased and 
a r e  a l s o  ava i l ab le  f o r  review a t  A . I . D . ,  a t  t h e  Department of 
Commerce and i t s  42 f i e l d  o f f i c e s  and i n  U.S. embassies i n  t h e  
major indus t r i a l i zed  countr ies .  Copies of t h e  complete s tud ies  
a r e  f o r  sa le  a t  cos t .  

The f i r s t  p r in t ing  of 10,000 copies of t h e  Index was exhausted 
s i x  weeks a f t e r  r e l ease ;  a revised Index, adding data  on 350 new 
s t u d i e s ,  was i ssued i n  July .  A t h i r d  ed i t ion ,  f u r t h e r  enlarged, 
i s  scheduled t o  be issued i n  March 1965 under t h e  T i t l e  "1ndex 
t o  Catalog of Investment Information and Oppor tuni t ies ."  

In  addit ion t o  iden t i fy ing  s p e c i f i c  investment oppor tuni t ies ,  t h e  
Catalog i s  a uniguely valuable c e n t r a l  r epos i to ry  of bas ic  in -  
vestment information which w i l l  increas ingly  be consulted a s  t h e  
f i r s t  s tep  i n  t h e  prepara t ion of investment p ro jec t s  i n  t h e  l e s s -  
developed countr ies .  

Investment Surveys: Through t h e  Businessmen's Information Center 
and t h e  Catalog of Investment Information and Opportunit ies,  
A . I . D .  i s  bringing more and b e t t e r  information about investment 
i n  less-developed countr ies  t o  t h e  ~ t t e n t i o n  of t h e  U.S. business- 
man. The Investment Survey Program goes one s t e p  f u r t h e r  -- A . I . D .  
shares  with t h e  po ten t i a l  inves tor  t h e  f i n a n c i a l  r i s k  of a de- 
t a i l e d  f e a s i b i l i t y  survey. Designed t o  t r a n s l a t e  generalized 
i n t e r e s t  (which may have been st imulated by t h e  Catalog o r  o the r  
A . I . D .  publ ica t ions)  i n t o  t h e  development of s p e c i f i c  p ro jec t s ,  
t h e  program i s  proving of p a r t i c u l a r  i n t e r e s t  t o  medium-size and 
small firms. Often it i s  p rec i se ly  these  f irms which have t h e  
exper t i se  most needed by developing economies. 

As of December 31, 1964, A . I . D .  had issued 110 investment survey 
g ran t s  under which it agrees t o  pay hal f  of t h e  cos t  of an in -  
vestment survey undertaken by a prospective inves tor  i f ,  upon 
completion of t h e  survey, t h e  inves tor  decides not t o  go f o r -  
ward with t h e  p ro jec t .  In  such cases A . I . D .  t akes  t i t l e  t o  t h e  
survey report  and makes it a v a i l a b l e  t o  o the r  prospective in -  
ves tors .  I f  an a c t u a l  investment r e s u l t s  from t h e  survey, t h e  
f u l l  survey cos t  i s  borne by t h e  inves tor  who r e t a i n s  t h e  study. 

Of t h e  110 g ran t s  entered i n t o  a s  of December 31, 1964, 68 a r e  
s t i l l  i n  process, 32 have r e s u l t e d  i n  negative investment de- 
c i s ions  or cancel la t ions ,  and 10 i n  a f f i m t i v e  decis ions  t o  pro- 
ceed, representing p o t e n t i a l  investment of $15 t o  $20 mill ion.  

C O N F I D E N T I A L  
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N JEILIZING PRIVATE RESOURCES FOR DEYELOPMENT I All  other material is unclassified. I 
A. I . D .  's averrce  contiru:ent l i ~ h i l i t y  pe r  survey i s  $12.4~10. The 
investment leverage of t h i s  p rogrm the re fo re  i s  s u b s t a n t i a l  and 
A . I . D .  be l ieves  tha.t it w i l l  be taken up by an  increasing number 
of U.S. f i rms .  

INVESTMENT GUARANTY PROGRAMS 

Investments i n  less-developed countr ies  a r e  of ten  exposed t o  po- 
l i t i c a l  and commercial r i s k s  which a r e  "extraordinary" i n  t h a t  
they a r e  not genera l ly  f a c t o r s  i n  investment Ln developed coun- 
t r i e s .  A,I.D.'s Investment Guaranty programs a r e  designed t o  
meet t h i s  problem. Ranging from t h e  s p e c i f i c  " p o l i t i c a l "  r i s k  
guarant ies  through t h e  extended r i s k  coverage t o  t h e  100$ housing 
guaranty au thor i ty ,  t h e  comon denominator i s  the  d e s i r e  of t h e  
U.S. Government t o  g ive  p r iva te  U.S. c a p i t a l  t h e  necessary pro- 
t e c t i o n  t o  do t h e  job t h a t  it i s  uniquely equipped t o  do. 

Spec i f i c  Risk Guaranties: The o ldes t  A. I .D .  program t o  a s s i s t  
t h e  U.S. i nves to r  i s  t h e  spec i f i c  r i s k  investment guaranty pro- 
gram, o f f e r i n g  p ro tec t ion  agains t  l o s ses  caused by inconver t ib i l i -  
t y  of currency,  expropr ia t ion  and war, revolution o r  insurrec t ion.  
Outstanding guarant ies  have doubled over t h e  past  two years  and 
a r e  expected t o  double again over t h e  next two years. From t h e  
incept ion of t h e  program i n  1948 through December 31, 1964, 1,261 
guaranty con t rac t s  covering $2.2 b i l l i o n  had been w r i t t e n  f o r  
s p e c i f i c  p o l i t i c a l  r i s k s ;  of t h i s  amount $1.8 b i l l i o n  was s t i l l  
outstanding.  
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Unprecedented demand f o r  these  guaranties l e d  t o  administrative 
improvements t o  handle the  backlog and c l e a r  the  ground fo r  even (1n millions of do l la r s )  
higher demands. Electronic data processing, form contracts and F i sca l  Amount of 
o ther  modern business pract ices  have vigorously speeded up pro- Yeai- Applications 
cessing of applications.  

1961 1,086 
1962 2,000 

SPECIFIC RISKS CONTRACTS WRITTEN PER YEAR 

Number of Contracts 

468 

  mount -$ Mil lions 

(1n millions of d o l l a r s )  
Calendar No. of Dollar 

Year Contracts Value 

Before these guaranties a r e  issued, t h e  government of t h e  host 
country must approve the  investment; such approvals a r e  now flow- 
ing i n  a t  a r a t e  of 20 o r  30 per month. If t h e  present r a t e  of 
foreign government approvals and issuing of contracts  continues, 
t h i s  pool of exis t ing applications,  plus addi t ional  appl icat ions  
receiving foreign government approvals during FY 1966, indicates  
t h a t  additional authori ty  is needed i n  FY 1966. The Congress has 
been asked to increase present authori ty  of $2.5 b i l l i o n  by an 
add i t i cna l  $2.5 b i l l i o n  f o r  t h e  period FY 1966-67. IIhis increase 
of $2.5 b i l l ion  of authori ty  f o r  t h e  program f o r  t h e  next two 
f i s c a l  years is e s s e n t i a l  t o  ensure t h a t  the  minimum demands cf 
U.S. investors can be met. 

The specif ic  r i s k  programs operate only i n  those countries which 
agree t o  i n s t i t u t e  them. During calendar 1964, s i x  new b i l a t e r -  
a l  agreements were signed and four countries broadened t h e i r  or ig-  
i n a l  guaranty agreements. Altogether, guaranties a r e  avai lable  
i n  63 developing countries,  covering t h e  spec i f i c  r i s k s  of con- 
v e r t i b i l i t y  and expropriation. Of these,  44 countries have signed 
agreements covering war r i s k s  and 39 have a l so  agreed t o  i n s t i t u t e  
th.e extended r i s k  program. 

In 1963 t h e  Congress added $1 b i l l i o n  t o  guaranty issuing authori-  
t y  bringing it t o  a t o t a l  of $2.5 b i l l i o n .  Guaranty contracts a r e  
now being issued a t  an increased r a t e .  Tne number of preliminary 
appl icat ions  f o r  insurance has jumped dramatically: 
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P licy gui5elines hsve recenrly 'zeen issue5 ,d~ich shr.115 les5 
r; sigr.ificnnr expansirr. :f rhe pr%grm, 21:'-.'k:h ir is 5iffi- 

WUJHBER OF LESS DEVELOPED COUWTRIES PARTICIPAVIWG cudr r- esrirnn:e :he ~irnin,: ;f su-h expansir n. 

IN THE INVESTMEWT GUARANTY PROGRAM A.I.D. tas allrcared 5?3 rnillizn ,-f i:s exrensed ~ i s k  guzanLy 
surh:riry .:.5er secrirn 221 (b)(2) r- ?:using prr jec~s (frl- Y!-.ich 

Extended Risk Guaranties: Extended risk investment guaranties are 
designed to give greater protection to investors in developing 
countries than that afforded by the specific risk program. Fin- 
phsis is on economic development projects which further social 
progress and the development of independent business enterprises. 

In other than housing projects, the guaranty assures against loss 
of not to exceed 75% of any loan investment. A.I.D. expects to 
use this authority to encourage the flow of long-term loan financing 
to the developing countries from institutional sources, such as 
insurance companies, pension funds, banks and Edge Act corpora- 
tions. Because of the extensive protection provided by such guar- 
anties, they will be used for equity investment only in cases in- 
volving high risk which are of particular importance to the U.S. 
Government. In most such cases the coverage will run to 50% of 
the new investment. 

4.I.D. h ~ s  a $300 million extended risk guaranty authority. From 
th:s authority, 3 guaranties have so far been authorized, totaling 
$~,%~,oJo, for these projects : a petrochemical complex in 
Argeqtina; 3 wr?,on black plant in Cclombia; and a fishing and 
fish freezing prriect in Somalis. A substantial number of addi- 
tional %pplicatin:ls are being processed. 

100% coverage is availa~le) in Africa and the Far East. Appli- 
cations for projects are under review by the Agency and the In- 
ternational Division of the Federal Housing Administration. A 
number of contracts are expected to be concluded dluring this 
fiscal year. 

Latin American Housing Guaranties: Section 224 of the Foreign 
Assistance Act of 1961, as amended, authorized the guaranty of 
up to $250 million of private U.S. investments in self-liquidating 
demonstration or pilot housing projects in Latin America. 

As of December 1964, ten pro.jects comprising 12,000 dwelling units 
guaranteed at $61.5 million were under construction, with 3,600 
units completed. Five more projects, totaling 6,000 units with 
guaranties amounting to $30 million, are getting under way; and 
13 addition11 proejects with 11,000 dwelling units guaranteed at 
$68 million are under active consideration and are awaiting 
final document submission and review. The remainder of the $250 
million in guaranty authority will be utilized this year in pro- 
jects now under preliminary review by the Federal Housing Adminis- 
tration. 

While A.I.D. believes that the demonstration or pilot aspects of 
the present program will be substantially exhausted with the use 
of the existing $250 million in guaranty authority, there is a 
continuing need for a modified housing guaranty program. The 
Latin American birth rate is the highest in the w~rld and still 
climbing. The pressure for housing is intense. At present, there 
is a 4,000,000 dwelling unit shortage and long-term financing 
at reasonable rates has previously been non-existent. 

Therefore, A.I.D. is recommending an extension of the program in 
a modified form with an additional $100 million of guaranty 
authority to cover the following new kinds of loan guaranties: 

(1) To local mortgage financing institutions such as savings 
and loan associations; 

(2) For housing projects for lower income families or proj- 
ects which will strengthen cooperati;es, labor unions, 
and other institutions important to the Alliance for 
Progress; and 
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(7) For pro,jects ( fo r  homes having a unit  cost ,  wherever 
pract icable ,  of not more than $6,500) where the re  i s  
subs tan t ia l  loca l  f inanc ia l  par t ic ipat ion not derived 
from ex te rna l  sources. 

LOANS TO PRIVATE ENTERPRISE 

Dollar Loans t o  Private Borrowers: Because of the  growing avai l -  
a b i l i t y  of furlds from a l te rna t ive  f r e e  world sources it has be- 
come increasingly possible f o r  qua l i f i ed  projects t o  obtain dol- 
l a r  financinp; from sources other than A. I .D . ,  such as  pr ivate  
lenders,  intermediate c red i t  i n s t i t u t i o n s ,  the E k - I m  Bank, Inter-  
American Development Bank (IDB), the  IBRD, and the Internat ional  
Finance Corporation (IFC). 

Rowever, during Calendar Year 1964 A. I .D .  made 10 loans to ta l ing  
$61.4 niilliorl, t o  U.S. a ~ d  foreign pr ivate  horrcjwers f o r  proejects 
i n  less-developed countries,  chief ly  i n  t h e  f i e l d  of irtdustrial  
develnpment. Representative of these were loans to: a cas t  i r o n  
pipe company and a paper factory i n  Brazil;  a truck factory, an 
ea r th  moving equipment concern and a machine tool cc,mpany i n  
India; 2nd a t i r e  and tube factory i n  Turkey. 

Lending t o  Intermediate Credit Ins t i tu t ions :  The qreation and 
s t imulat ion of c red i t  f a c i l i t i e s  i s  a keystone i n  building a 
strong pr ivate  sector.  A . I . D .  do l la r  and local  currency lending 
t o  intermediate c red i t  i n s t i t u t i o n s  therefore  continues t o  in-  
crease.  Some of t h e  intermediate c red i t  ins t i tu t ions  a re  p r i -  
vate ly  owned, some governmental, and others of mixed ownership. 
In every case, however, the  sub-loans a re  t o  be made exclusively 
t o  qua l i f i ed  pr ivate  borrowers. 

During CY 1964, 19 do l la r  loans amounting t o  $100.5 mil l ion were 
authorized to  19 i r ~ s t i t u t i o n s  i n  15 countries. 80% of these  funds 
went t o  Lat in  America. Indus t r i a l  development banks, with $62.2 
million, received t h e  l a rges t  share, followed by housing c red i t  
i n s t i t u t i o n s  -- $17.8 million -- and. agr icul tural  c r e d i t  a s s i s t -  
ance -- $13.6 million. A t o t a l  of $6.9 million went t o  cooper- 
l t i v e s ,  t h e  f i r s t  A.I .D.  loans t o  t h i s  form of c r e d i t  ins t i tu t ion .  
In addi t ion t o  do l la r  loans, l c c a l  currency credi ts  equivalent 
t o  approximately $8.8 mil l ion were made available t o  devel~pment 
banks durine t h i s  peri0.l. 

Cooley Loans: An in tegra l  pa r t  of A.I .D.  's private enterpr ise  
program, these  loans, finmced from l o c a l  currencies generated 
from sa les  under T i t l e  I of P.L. 480, continued t o  be i n  great  de- 
m-tnd duripg 1964. Loans may be made t o  U.S. firms o r  t h e i r  
branches, subsidiaries,  o r  a f f i l i a t e s  f o r  industr ia l  development 
and expansion. Foreign firms a r e  e l i g i b l e  i f  the  proposed 
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project w i l l  expand markets f o r  U.S. agr icu l tu ra l  products. This 
source of financing i s  avai lable  f o r  f ixed c a p i t a l  a sse t s  and 
also, sub,ject t o  a v a i l a b i l i t i e s  and l o c a l  regulations,  f o r  per- 
manent working cap i ta l .  

As pa r t  of the  l a t e s t  extension of P.L. 480, the  25% l imi ta t ion  
on al locat ion of T i t l e  I funds f o r  t h i s  purpose was removed. In 
countries where the  U.S. Government has adequate balances of 
l o c a l  currencies f o r  i t s  own uses and where demand f o r  Cjoley 
Loans exceeds ava i lab i l i ty ,  U.S. negotiators can now seek agree- 
ment on l a r ~ e r  a l locat ions  i n  new sa les  agreements. 

During calendar year 1964, 46 loans were authorized to ta l ing  the  
equivalent of $57 million. !&is compares t o  49 loans equivalent 
t o  $56 mil l ion i n  CY 1963 and 36 loans f o r  a t o t a l  of $35 m i l -  
l i o n  i n  1962. The c red i t s  authorized i n  1964 w i l l  be used i n  a 
wide var ie ty  of ikdustr ies  i n  a number of d i f fe ren t  countries,  
f o r  example: petro-chemicals, corrugated cardboard and grain  
s i l o s  i n  I s rae l ;  chemicals, s t e e l  and t i r e s  i n  Turkey; pharma- 
ceut icals ,  hotels  and food processing i n  Pakistan; chemicals, 
glassware, building materials,  motors, e l e c t r i c a l  equipment and 
machine too l s  i n  India; san i ta ry  equipment and e l e c t r i c a l  cable 
production i n  Colombia. 

Other Local Currency Loans: New techniques a r e  being developed 
t o  increase the  supply of loca l  currencies avai lable  f o r  f i -  
nancing pr ivate  investment. A Pr ivate  Investment Fund, created 
under IBRD and A. I .D .  auspices, was s e t  up i n  Colombia i n  1963. 
The peso equivalent of a por t ion of an A.I.D. do l la r  commodity 
import (or  program) loan was credi ted t o  the  Fund and earmarked 
f o r  medium and long-term indus t r i a l  development loans t o  p r iva te  
U.S. and loca l  borrowers. The program has proved highly success- 
f u l  and it may prove possible t o  apply the  same technique i n  
other countries. 

BUILDING LOCAL ECONOMIC INSTITUTIONS 

An increased flow of pr ivate  c a p i t a l  i n t o  t h e  less-developed 
countries with t h ~  attendant t r ans fe r  of technical  and managerial 
s k i l l s  i s  a v i t a l  pa r t  of the  development procese. However, 
external  cap i ta l ,  whether public o r  pr ivate ,  cannot be expected 
t o  supply more than a f r a c t i o n  of t o t a l  requirements of s k i l l s  
and money even under the  most favorable circumstances. The 
bulk of the  e f f o r t  and of the  investment m u & t  come from within 
the  country, and yet the  basic i n s t i t u t i o n s  necessary f o r  vigorous 
growth a r e  of ten lacking o r  ser iously  def ic ient .  A.I.D. helps 
t o  develop these i n s t i t u t i o n s  by analyzing t h e  obstacles t o  ef- 
f e c t i v e  p r iva te  sector  development and recommending methods by 
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which t h e  countr ies  themselves can overcome them. Frequently t h i s  
process r e s u l t s  i n  t echn ica l  a s s i s t ance  p ro jec t s  designed t o  sup- 
p ly  e s s e n t i a l  elements i n  t h e  complicated p a t t e r n  of p r iva te  in-  
s t i t u t i o n s  which developed s o c i e t i e s  take  so much f o r  granted. A 
major t a sk  of t h e  A . I . D .  missions, increas ingly  emphasized i n  t h e  
Agency's p r o g r m i n g ,  i s  t o  develop a  r a t i o n a l ,  i n t eg ra ted  ' b i x "  
of p r i v a t e  s e c t o r  t echn ica l  a s s i s t ance  p ro jec t s .  

The v a r i e t y  of p ro jec t s  i s  g rea t ,  ranging from basic vocational  
and business t r a i n i n g  t o  t echn ica l  a s s i s t ance  i n  t h e  c rea t ion  and 
admin i s t r a t ion  of stock exchanges. I n  FY 1963-65, A . I . D .  has o r  
w i l l  p a r t i c i p a t e  i n  e s t ab l i sh ing  or  a s s i s t i n g  more than 20 in -  
d u s t r i a l  development corpcrations,  t e n  investment promotion 
centers ,  i n d u s t r i a l  parks i n  f i v e  countr ies ,  over 40 product iv i ty  
cen te r s  serving 18 countr ies  and more than 200 t r a i n i n g  i n s t i t u -  
t i o n s  i n  over 40 countr ies .  In addi t ion ,  A.I.D. i s  conducting a  
wide range of p ro jec t s  t o  improve t a x  l e g i s l a t i o n  and administra- 
t i o n ,  t o  develop investment codes and incent ives ,  t o  s e t  up busi-  
ness advisory  services ,  and t o  t r a i n  personnel i n  t h e  i d e n t i f i -  
ca t ion,  development and presenta t ion of investment p ro jec t s .  
Technical Assistance has a l s o  been given t o  savings and loan  in-  
s t i t u t i o n s ,  cooperatives,  c r e d i t  unions, and development banks. 

Some of t h e s e  i n s t i t u t i o n s  a r e  governmental, some p r i v a t e  and 
o the r s  a r e  jo in t  publ ic-pr ivate  undertakings. In  each case t h e  
goal  i s  t h e  same -- vigorous, expanding p r i v a t e  i n i t i a t i v e  and 
investment. Q u a l i t a t i v e  evaluat ion of program r e s u l t s  i n  t h i s  
f i e l d  i s  d i f f i c u l t .  In  many countr ies  progress w i l l  be  slow. In  
o the r s ,  changes a r e  more rapid  and success more evident.  The 
sharp surge  of new p r i v a t e  p ro jec t s  i n  Centra l  America is due i n  
l a r g e  p a r t  t o  e f f e c t i v e  work by a  number of development i n s t i t u -  
t i o n s  which have been supported by A. I .D . ;  phasing out of con- 
cess iona l  a s s i s t a n c e  t o  Taiwan and I s r a e l  has been made poss ib le  
by t h e i r  r a p i d l y  expanding ~conomies t o  ,which p r iva te  en te rp r i se  
i e  making a  s u b s t a n t i a l  -- and growing -- contr ibut ion.  

TAPPING AMERICA'S FJMAN RESOURCFS 

J u s t  a s  measures t o  encourage p r iva te  U.S. investment abroad help 
channel t h e  c a p i t a l  and experience of U.S. business i n t o  support 
f o r  development, and programs t o  s t imula te  t h e  p r i m t e  sec to r  i n  
developing countr ies  themselves a r e  an e s s e n t i a l  f e a t u r e  of 
o v e r - a l l  development e f f o r t s ,  so  t h e  U.S. t echn ica l  a s s i s t ance  
programs try t o  t a p  a s  f u l l y  as  poss ib le  t h e  s k i l l s  and experi-  
ence of p r i v a t e  American i n s t i t u t i o n s ,  business f i rms,  univer- 
s i t i e s  and se rv ice  organizations.  Moreover, A.I .D.  a l s o  t r i e s  t o  
he lp  non-governmental a s s i s t ance  programs play  a  growing r o l e  i n  
t h e  t o t a l  development p i c tu re .  
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A.I .D .  i s  increas ing i t s  use of p r i v a t e  i n s t i t u t i o n s ,  business 
f iAms,  un ive r s i t i e s ,  and se rv ice  organizat ions  t o  ca r ry  out 
t echn ica l  a s s i s t ance  a c t i v i t i e s  i n  t h e  developing countr ies .  As 
of September 30, 1964, A . I . D .  had 1 ,225 contrac ts  with such groups, 
t o t a l i n g  about $415 mil l ion ,  f o r  t echn ica l  a s s i s t ance  i n  76 
countr ies .  

Univers i t ies  

American col leges  and un ive r s i t i e s  held  more than $230 mi l l ion  i n  
A . I . D .  cont rac ts  f o r  research,  surveys; t r a i n i n g  and t echn ica l  as- 
s i s t ance  a s  of September 30, 1964. Over $170 mi l l ion  of t h i s  amount 
was f o r  t echn ica l  a s s i s t ance  by 67 u n i v e r s i t i e s  i n  41 countr ies .  

During t h e  pas t  year,  a t  t h e  request  of A . I . D . ,  a  spec ia l  t a sk  
fo rce  under t h e  chairmanship of John W. Gardner, President of 
t h e  Carnegie Corporation of New York, conducted an in t ens ive  
study of t h e  r e l a t ionsh ip  between t h e  Agency and t h e  na t ion ' s  
i n s t i t u t i o n s  of higher education. The t a s k  fo rce  recornended a  
nmber  of measures t o  r e v i s e  and improve t h e  r o l e  of t h e  unj.ver- 
s i t i e s  i n  fo re ign  a s s i s t ance .  A . I . D .  has begun t o  implement these  
recommendations. For example, t h e  bas i c  A.1.D.-University con- 
t r a c t  has been rewr i t t en  t o  provide f o r  p a r t i c i p a t i o n  by t h e  
col leges  i n  planning and preparing p ro jec t s  and programs, r a t h e r  
than serving simply a s  executors o r  adminis t ra tors  of programs 
designed without t h e i r  pa r t i c ipa t ion .  

Another r e f l e c t i o n  of t h e  growing r o l e  of American u n i v e r s i t i e s  
was a  three-day conference on r u r a l  development ca l l ed  by A . I . D .  
i n  Washington, D.C., i n  July 1964. Universi ty pres idents  o r  
o t h e r  top  o f f i c i a l s  of land g ran t  o r  S t a t e  col leges  and high 
ranking o f f i c i a l s  of t h e  Department of Agr icul ture ,  A . I . D . ,  and 
t h e  Association of S t a t e  Univers i t ies  and Land Grant Colleges 
gathered t o  d iscuss  how they might cooperate i n  solving pro- 
blems of r u r a l  development. The A . I . D .  Administrator has ap- 
pointed a  s p e c i a l  committee t o  follow up t h e  Conference recommen- 
dat ions .  

Cooperatives and T h r i f t  I n s t i t u t i o n s  

Since enactment i n  1961, of t h e  Humphrey Amendment t o  t h e  Foreign 
Assistance Act, A.I .D.  has s t rongly  emphasized a s s i s t ance  f o r  the  
development of farm c r e d i t  and marketing cooperatives,  c r e d i t  
unions, savings and loan i n s t i t u t i o n s  and housing and e l e c t r i c  
power coope?atives t o  help  organize c a p i t a l  and individual  e f f o r t  
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a t  t h e  grass-roots  l e v e l .  For t echn ica l  a s s i s t ance  i n  these  
f i e l d s ,  t h e  Agency has r e l i e d  heavi ly  on contracts  with p r iva te  
American i n s t i t u t i o n s  including t h e  Credit  Union National Associ- 
a t ion ,  t h e  National League of Insured Savings Associations, t h e  
Cooperative Association, t h e  National Farmers Union) t h e  Founda- 
t i o n  f o r  Cooperative Housing and the  Internat ional  Cooperative 
Training Center. Since 1962, t h e  number of A.I.D. personnel and 
contract  o r  s t a f f  a s s i s t i n g  cooperatives has quadrupled; t h e  num- 
be r  of pa r t i c ipan t s  t r a ined  has tr ipled; and a s e r i e s  of shor t -  
course programs (one day t o  one month) i n  cooperative techniques 
has reached more than 27,000 t r a inees .  

Progress has been p a r t i c u l a r l y  marked i n  Lat in  America. Since 
1960, 78 savings and loan associa t ions  have been organized with 
A.I .D.  a s s i s t ance  i n  Chile, Ecuador, t h e  Dominican Republic, Peru, 
Venezuela and Guatemala. These associa t ions  have e n l i s t e d  204,000 
members, mobilized $55 mil l ion i n  savings, and have made loans of 
$99 mi l l ion  f o r  t h e  purchase of new homes. 

Credit  unions i n  Bolivia,  Brazi l ,  Colombia, Ecuador, Peru and 
Venezuela now number 1,160, with 630 more awaiting char ters .  These 
c r e d i t  unions have 335,000 members, $13.7 mil l ion i n  savings, and 
$18.3 mi l l ion  i n  loan  volume. A new c r e d i t  union development pro- 
gram was recen t ly  s t a r t e d  i n  t h e  Central  American countr ies .  

Labor - 
A.I.D. con t rac t s  with t h e  American I n s t i t u t e  f o r  Free Labor Devel- 
opment (ALFLD), spearheaded by t h e  AFLCIO, have permitted p a r t i -  
cu la r ly  e f f e c t i v e  l abor  pa r t i c ipa t ion  i n  a s s i s t ance  t o  La t in  
America. 

The AIFLD has t r a i n e d  275 InterAmerican labor  leaders  i n  t h e  
United S t a t e s  and 8,500 of them i n  Latin America. Free labor  in -  
s t i t u t i o n s  have been s e t  up i n  Bolivia,  Brazi l ,  Chile, Colombia, 
t h e  Dominican Republic, Ecuador, Honduras, Jamaica, Nicaragua, 
Peru, Uruguay and Venezuela. These nat ional  i n s t i t u t e s  a r e  supple- 
mented by seminar programs i n  Argentina, Costa Rica, El Salvador, 
Guatemala, Mexico, Panama and Trinidad-Tobago. 

Training i n  t h e  United S t a t e s  

a c h  year approximately 6,000 people whose e f f o r t s  a r e  c r i t i c a l  
t o  t h e  success of economic and s o c i a l  development a c t i v i t i e s  
abroad, including many A.1.D.-assisted projects  i n  various coun- 
t r i e s ,  a r e  brought t o  t h e  United S t a t e s  f o r  study o r  specia l ized 
t r a in ing .  Many of these  a r e  technicians;  scme a r e  young s tudents  
requir ing col lege  education; o the r s  a r e  es tabl ished leaders  o r  
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s p e c i a l i s t s  des i r ing  add i t iona l  observation o r  t r a i n i n g  i n  t h e i r  
specia l ized f i e l d s .  A l l  a r e  expected t o  r e t u r n  t o  t h e i r  countr ies  
and engage i n  spec i f i c  t a sks  connected with developmental pro- 
grams. 

Where these  pa r t i c ipan t s  study o r  t r a i n  i n  t h e  United S t a t e s  de- 
pends on t h e i r  f i e l d  of a c t i v i t y  and where f a c i l i t i e s  can bes t  
b e  obtained. About ha l f  study a t  American colleges,  un ive r s i t i e s ,  
o r  o ther  academic f a c i l i t i e s ,  t h e i r  s tud ies  f requent ly  being 
augmented with p r a c t i c a l  observation o r  t r a i n i n g  i n  t h e i r  f i e l d  
o f  specia l iza t ion.  5 e  remainder receive  t r a i n i n g  with Federal, 
S t a t e  o r  l m a l  government agencies and with p r i v a t e  business firms 
and organizations throughout t h e  country. 

The pa r t i c ipan t  t r a i n i n g  program depends heavily on the  cooper- 
a t i o n  of hundreds of American colleges,  business f ims, labor  
unions and l o c a l  government un i t s  t o  provide t h e  t echn ica l  s k i l l s  
which pa r t i c ipan t s  require .  With t h e  exception of t u i t i o n  and 
f e e s  charged by academic f a c i l i t i e s ,  most of t h e  t r a i n i n g  i s  pro- 
vided without cos t .  The contr ibut ion of these  i n s t i t u t i o n s  i n  
uncompensated services  t o  t h e  t r a i n i n g  program has been estimated 
t o  exceed $10 mil l ion.  

I n  addit ion,  a network of about 30,000 unpaid volunteers i n  in- 
t e rna t iona l  h o s p i t a l i t y  organizations across t h e  nat ion a s s i s t s  
A.I .D.  pa r t i c ipan t s  during t h e i r  s t a y  i n  t h e  United S ta tes .  The 
newly-reorganized A.I .D.  Office of In te rna t iona l  Training is 
placing increased emphasis on t h e  need f o r  p a r t i c i p a n t s  t o  ac- 
quire  more extensive knowledge of t h e  United S t a t e s  and i t s  
people over and above t h e i r  formal t r a in ing .  Broader learning 
about t h e  United S t a t e s  must depend l a rge ly  on voluntary com- 
munity resources s p e c i a l i z i x  i n  provision of home h o s p i t a l i t y  
and other  community services .  Approximately 150 l o c a l  and 21 
na t iona l  organizations,  a majority of which a r e  members of t h e  
National Council f o r  Community Services t o  In te rna t iona l  Vis i to r s ,  
a s s i s t  by receiving pa r t i c ipan t s ,  arranging housing and transpor- 
t a t i o n  and offer ing other community services .  

ENCOLRAGING NONGOVERNMENTAL ASSISTANCE PROGRAMS 

A.I.D. is not only increasing t h e  use of p r iva te  resources with- 
i n  the  A . I . D .  program, but ac t ing  wherever poss ible  t o  expand 
nongovernmental a s s i s t ance  e f f o r t s  and t h e  growing programs of 
s t a t e  and county groups. One promising new development which 
A.I.D. s t rongly  encouraged i s  t h e  p r iva te ly  organized and man- 
aged In te rna t iona l  Executive Service Corps. 

CONFIDENTIAL 
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In te rna t iona l  f i e - -u t ive r j e rv lce  Corps 

The Lnternat ional  Ekecutive Service  Corps ( I S ~ ) ,  a nor~-prsf it, 
p r iva te  American corp3ration,  was r ecen t ly  formed by a group of 
leading businessmen t o  a s s i s t  t h e  developing nations of t h e  Free 
World by providing l o c a l  p r i v a t e  e n t e r p r i s e  i n  those nat ions  with 
managerial knowledge and t a l e n t  from t h e  United S t a t e s  not a v a i l -  
a b l e  through ex i s t ing  channels. Although A . I . D .  s t rongly  en- 
couraged t h e  establishment of t h e  Oorps, ca r r i ed  out much of t h e  
i n i t i a l  planning, and i s  providing in ter im p a r t i a l  f i n a n c i a l  sup- 
po r t ,  t h e  d i r e c t i o n  and con t ro l  of t h e  IESC comes wholly from 
p r i v a t e  business.  The Corps w i l l  eventually be financed e n t i r e l y  
by voluntary contr ibut ions  from t h e  p r i v a t e  sec to r  and by income 
from i t s  c l i e n t e l e  i n  t h e  developing countr ies .  I t s  organizat ion 
r e f l e c t s  t h e  conviction of t h e  U.S. business comuni ty  and A . I . D .  
t h a t  a major f a c t o r  l i m i t i n g  t h e  growth of i n d u s t r i a l  en te rp r i ses  
i n  t h e  developing countr ies  i s  t h e  shortage of appropr ia te ly  
s k i l l e d  executive personnel, a  shortage t h a t  can be a l l e v i a t e d  
i n  p a r t  by providing q u a l i f i e d  volunteer American executives t o  
q u a l i f i e d  business f irms overseas t h a t  ask f o r  such as s i s t ance .  

The Board of  t h e  IESC i s  chai red  by David Rockefeller; So l  M. 
Linlxi-Ltn i s  Chaiman of t h e  Ekecutive Committee, and Frank Pace, 
Jr. i s  President and Chief Executive Off icer .  

Jlthougn no o ~ g a n i z e d  e f f o r t  has ye t  been msde t o  r e c r u i t  volun- 
t e e r s  o r  p - ~ b l i c i z e  t h e  Csrps, i n t e r e s t  i s  hign amoT business 
executives an3 wi th in  t h e  developing countr ies .  Some 3,000 U.S. 
business executives and profess ional  men have expressed t h e i r  i n -  
t e r e s t ,  and more than 800 of them have offered t h e i r  s e rv ices  t o  
IESC. Thirty-two countr ies  have indicated  a des i r e  t o  receive  
volunteers unier t h e  program. 

S t a t e  and Country Resources 

Sin-e  l a t e  FY 1964, through i t s  "Partners 2f t h e  Al l iance"  pro- 
gram, A . I . D .  has been a c t i n g  a s  t h e  c a t a l y s t  i n  e s t a b l i s h i q 3  and 
sus ta in ing  wider p r i v a t e  involvement i n  t h e  Alliance f o r  Progress.  
Teams from U.S. communities t r a v e l  t o  Lat in  American a reas  t o  
develop wi th  l o c a l  counterpart  groups a program of mutual i n -  
t e r e s t  based on i d e n t i f i e d  needs and ava i l ab le  resources.  Twenty- 
f i v e  a c t i v e  par tnerships  have developed and e ight  more w i l l  be 
ac t iva ted  a s  quickly a s  country program support arrangements can 
be completed. Several  foundations and other  organizations a r e  
co l l abora t ing  i n  yenerating p ro jec t  a s s i s t ance  support .  A few 
examples of par tnership  a c t i v i t i e s  w i l l  i l l u s t r a t e  t h e  d i v e r s i t y  
of t h e  program : 
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--The Texas pa r tne r s  have organized p ro jec t s  i n  Peru rang- 
ing from t h e  provis ion of $100 v i l l a g e  l i b r a r i e s  and $125 
por table  generators f o r  night l i t e r a c y  c l a s ses  t o  t h e  
strengthenin,? of m ~ r k e t i n g  co3peratives.  Preliminary 
s teps  a r e  being taken t o  e s t ab l i sh  a mutual investment 
fund whereby both par tners  may inves t  i n  jo in t  v a t u - e s  i n  
Texas an1 Peru. 

--Ten Oregon school d i s t r i c t s  a r e  providing par t - t ime in -  
service  t r a i n i n g  f o r  t e n  Costa Rican school adminis t ra tors  
and teachers during t h e  l a t t e r ' s  January-March summer va- 
ca t ion.  These t ea -he r s  w i l l  a s s i s t  part- t ime i n  t h e  d i s -  
t r i c t ' s  s o c i a l  s tud ies  and Spanish language courses an3 
l o c a l  famil ies  w i l l  provide board and room. 

--The Alabams pa r tne r s  i n i t i a t e d  a par tnership  with Guatnmzla 
bj providing a bookmobile f o r  use i n  slum a reas  surround- 
ing Guatemala City,  a pedigreed b u l l  f o r  a r u r a l  l i v e -  
stock improvement program, and funds f o r  completion of a 
v i l l a g e  school. 

b l e  of the  Voluntary Ag - encies 

Tlirou~h p r iva te  Voluntary Agencies, t h e  American people have 
maintained a long t r a d i t i o n  of he lp  t o  the  needy overseas.  Re- 
g i s t e r e d  American Voluntary Agencies now maintain 500 American 
c i t i z e n  representa t ives  oversezs a t  t h e i r  own expense, employ 
about 5,000 l o c a l  personnel and work c lose ly  with voluntary 
counterpar ts  i n  t h e  host  c o u ~ t r i e s .  Their  work demonstrates 
t h e  ef fec t iveness  of voluntary se rv ice  and strengthens t h e  growth 
of voluntary e f f o r t  i n  t h e  r ec ip ien t  countr ies .  

Since World War 11, f e d e r a l  a s s i s t ance  i n  seve ra l  forms has been 
a v a i l a b l e  t o  a g e w i e s  r eg i s t e red  with the A3visory Cornnittee on 
Voluntary Foreign Aid. Registered agencies a r e  e l i g i b l e  t o  r e -  
ce ive  surplus s g r i c u l t ~ u ' a l  co~nnsdi t ies  f o r  use i n  t h e i r  overseas 
programs. These surpluses  a r e  donated and t h e  cos t  of shipping 
t h a  overseas i s  pa id  f o r  through t h e  government's Food f o r  Peace 
program. In  addi t ion ,  t h e  A . I . D .  budget includes an annual amount 
earaarked t o  $ay f o r  t h e  ocean t r anspor t  of t h e  r eg i s t e red  agencies 
own privately-donated suppl ies ;  f o r  each $20 i n  suppl ies  p r i v a t e l y  
donated f o r  t h e  overseas w ~ r k  of  such agencies a s  CARE, Church 
World Service,  Catholic Relief  Service  a?d the  American Jewish 
Joint  Dis t r ibut ion Corni t tee ,  A . I . D .  yrovides about $1 t o  pay f o r  
shipment overseas. 

C O N F I D E N T I A L  
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A;J.D. provides the  s ta f f  f o r  the  Advisory Committee 07 Voluntary 
Foreign Aid, and A.I.D.'s f i e l d  control lers  help t h e  s t a f f s  of 
American r e l i e f  agencies monitor the  d i s t r ibu t ion  of surplus foods 
and f i b e r s  overseas. In F'Y 1964, 17 agencies were provided $330 
mil l ion i n  surplus food and f i b e r  (including the cost  of overseas 
shipment) f o r  t h e i r  overseas programs, i n  addition t o  A.  I . D .  pay- 
ments of $5 million f o r  shipment of $117 million of the  agencies' 
own privately-donated r e l i e f  supplies.  

The American voluntary agencies have long recognized, however, 
tha t  r e l i e f  work -- however necessary -- i s  not enough, and have 
sought t o  extend t h e i r  programs in to  sel f -help,  comlmity devel- 
opment, and t ra in ing  a c t i v i t i e s  t h a t  get a t  the  roots  of hunger, 
poverty and disease.  
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Several new provisions should f u r t h e r  a s s i s t  the  voluntary a- 
genc ies '  developmental role :  

--Through an amendment t o  t h e  overseas f r e i g h t  subsidy l e g i s -  
la t ion,  it i s  possible t o  expand the  use of Government- 
owned excess property f o r  voluntary agency programs, by 
paylng f o r  i t s  t ransport  from U.S. Government warehouses 
t o  countries where it can be used i n  health,  agr icul ture ,  
community development and other programs. 

--A change i n  Food f o r  Peace l eg i s la t ion  w i l l  make avai l -  
able,  through A. I .D . ,  some loca l  currency proceeds of 
T i t l e  I sa les ,  f o r  program use by voluntary agencies i n  
ce r ta in  countries. 

Modest federa l  support has been avai lable  f o r  t h i s  change i n  empha- --A change i n  T i t l e  I11 of the  Food f o r  Peace program w i l l  
s i s .  A $75,000 A . I . D .  contract with t h e  American Council of make it passible  f o r  voluntary agencies t o  use donated 
Voluntary Agencies f o r  Foreign Service helps t o  run a technical foods not only f o r  r e l i e f  but t o  promote s e l f  -help and 
ass is tance clearing-house f o r  voluntary agency projects .  Through other community development projects .  
A . I .D . ,  l imited amounts of excess property -- .jeeps, machine too l s  

' f o r  vocational t ra ining and the  l i k e  -- 
ava i lab le  f o r  voluntary agency programs 

- - ,  

have recently been made 
overseas. 

--Increased funds w i l l  go f o r  T i t l e  I1 of the  Food f o r  Peace 
program, through which voluntary agencies can use surplus 
foods a s  p a r t i a l  wages on r u r a l  development, reforesta t ion,  
road building and resettlement programs, and i n  feed gra in  
projects  which build up l ivestock and help farmers earn 
more money. 
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The A.I .D.  a s3 i s t ance  program i s  cons tan t ly  changing snd evolving,  
and tho  minagement of a s s i s t a n c e  oaera t ions  m e t  keep pace wl th  
t h i s  evolut ion .  W r i e n c e  %5th the  fo re ign  assistance program 
has  demonstrated t h a t  sweeping reorgsnlza t ions  a r e  no t  t h e  answer 
t o  improving t h e  mznsgement of t h e  pyogrsm. Rather, bold and 
invent ive  impcnrernznts a r e  neede3 wi th in  a b a s i c a l l y  s t a b l e  organ- 
i z a t i o n a l  s t r u c t u r e .  

I n  1964 A.I.D. inaugurated a new Agency-xlde Management Imprme- 
ment Prog'ram t o  provide a s y s t e m t i c  framevork f o r  s t reamlin ing 
opera t ions ,  i nc reas ing  employee product iv i ty  and c u t t i n g  the  
c o s t s  of doing b:lsineaa. As '3, pCwt  of t h i s  program, A . 1  .D. has 
u n d e m y ,  o r  is  i n i t i a t i n g  i n  t h e  szornillg year ,  major e f f o r t s  to:  

--devise new m5thods f o r  t h e  more rapid and e f f e c t i v e  
execution of ap7raved programs; 
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New Operations Review Committee 

An e f f e c t i v e  iew aspec t  of A . I . D . ' s  program t o  acee le -a t e  rind 
improve the  decision-making 2rocess has been the  establishment 
of t he  Operations Review Committee (ORC). This is a s p e c i a l  
execut ive- level  body charged J i t h  continuirlg r e s p o n s i b i l i t y  
t o  review t h e  Agency's opera t ing  p o l i c i e s  md pro?e3ures and 
t o  introduce changes necessary t o  s impl i fy  and speed up program 
execution and ope ra t ions .  The C o d t t e e  i s  chai red  by the  
Deputy Administrstor  and inc ludes  f o u r  Ass is tant  o r  Deputy 
Ass i s t an t  Admlnistrstors w'lo prsvide a balanced r ep resen ta t ion  
of the Agency1 s r eg  Lonal bureaus,  c e n t r a l  stafr" and managexent 
a c t i v i t i e s .  

The c rea t ion  of t h e  ORC Is  e ~ e c t e d  t o  s t r e rg then  s i g n i f i c a n t l y  
the  Agency's responslvenesa by providing 8 f o r m  Yor t h e  resolu-  

-- increaae t h e  i m ~ a c t  and e f f ec t iveness  3f A.I.D. t echn ica l  t i o n  of a nurnber of chronic opera t ing  ?roblens.  
a s s i s t ance  pyogrms; and 

Major Informstlon Msnagement Projec t  
--continue t o  t i g h t e n  g e r s m n e l  and manpower mnagexent f o r  

o p t b u m  use  of scarco  personnel  reaourcea.  Fas t e r  program implezentat ion r e q ~ i r e s  t'nat A . I . D .  exezut ives  
havz a v a i l a b l e  t imely ,  p e r t i n e n t  and accu r s t e  information.  I n  

NEW EMENSIS OV PZOGRW IM?IXKQJTATION recogni t ion  of t h i s  ~ r o b l e m ,  A . I . D .  i s  p a r t i c i p a t l n q  i n  a s p e c i a l  
multl-aqency f s r e i g n  a f f a i r s  information marlagement p r o j e c t  un3er 

Supply Management b ~ r o v e m m t s  the  l eade r sh ip  of t h e  Euresu nf t he  Bddget. 

In tens ive  e f f o r t s  a r e  underway to impr3ve t h e  Agency's supply man- 
agement c a p a b i l i t i e s ,  both  i n  the  f i e l d  and Washington. Ihrring 
t h e  p a s t  year ,  major emphasis "la6 been given t o  Far Esat  progrsma, 
p a r t i c d l a r l y  t h e  r e q ~ i r e x e n t s  of Vietnam, Laos and Thailand. 
Requisi t iorl ing,  p rox remen t  and de l ive ry  of sup?lies and eq.lipmznt 
t o  these  coun t r i e s  has  a l r eady  been s u b s t a n t i a l l y  speeded up. We 
a r e  now developing an au tomted  system t o  provide Tas t e r  procure- 
ment and shipping of U.S. excess prgper ty  f o r  these  programs. 

A. I .D .  i s  wrarking i n  c lose  co l l abora t ion  wfth GSA and the  lkpa r t -  
nent  of Ikfense  t o  achieve sdc9itional improvements: 

1. G3A is  now providin2 supply and l o g i s t i c s  exper ts  t o  A . I . D .  
missions on s n  "as needed" b a s i s .  

2.  GSAts Ssn Fran-isco o f f i c e  hs s  arranged t o  expe3it.e procure- 
ment and shipmmt of Far Eas t  equipmmt req-rirexents.  

3. A . I . D .  i n  making arrangements t o  permit i t s  Far East  missions 
t o  draw on the  Department of Defense 's  MAP Deport i n  Japan, on 
a reimbursable bas i s ,  f o r  c e r t a i n  suppl ies  and equipment needed 
i n  A . I . D .  program opera t ions .  

Its ob jec t ive  is  t o  asseas  and improve e x i s t i n g  i n f o r t n ~ t l o n  
s y s t e m  of U.S. f o r e i g n  a f f a i r s  agencies.  The end r e s - f i t  w i l l  
be a more raoid  and e f f e c t l v e  s y s t e a  o r  ga ther ing  and us ing  
pertinent information on fo re ign  a f f a i r s  from c o l l e c t i o n  t o  
s torage  and r e t r i e v a l .  

A . I . D .  has expxn3ed i ts  p a r t l c i p a t i o n  i n  the  p r o j e c t  to inc lude  
a spec ia l  in-dept'n review of i t s  t echn ica l  a s s i s t s n c e  information 
n5eds. This r e v i e a  will. inc lude  t h e  a c t u a l  design and p i l o t  
t e s t i n g  of a comprehensive t echn ica l  a s s i s t ance  information 
management and c o n t r o l  system by t h e  cont rac tor .  

Se l ec t ive  Decent ra l iza t ion  of Authori ty 

To expedite f i e l d  opera t ions ,  t h e  Agency i s  decen t r a l i z ing  t o  
Mlsaion Directors t h e  maxim decision-making ~ u t h o r i t g  cons i s t en t  
w l th  law and good management p rac t i ces .  During 1964, f o r  example, 
f i v e  Lat in  American missions *re d5legsted 3 u t h s r i t y  t o  approve 
and implement Ikvelopment Loans up t o  $2.5 ml l l i on .  I n  t h e  con- 
t r s c t i n g  s r e a ,  t h e  Regional Bureau Ass is tant  Administrators can 
now rodelegate  g r e a t l y  expanded cont rac t ing  a u t h o r i t i e s  t o  f i e l d  
Mlssion M r e c t o r s .  
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lhr ing 1964 a number of organizational i n n ~ v a t i o n s  were adopted 
which w i l l  increase A.I.D.'s operating eff ic iency and effect ive-  
ness. 

Regional Mission f o r  Africa - 
A regional mission f o r  Africa was established i n  April  1964 t o  
administer t h e  l imited foreign ass is tance programs which A.I .D.  
conducts i n  a number of African countries.  As current ly  planned, 
small, continuing U.S. ass is tance e f f o r t s  i n  up t o  1 6  African 
countries w i l l  be administered through t h i s  single,  r e l a t i v e l y  
small Washington-baaed organization, with few direct-hire  A.I.D. 
~ t a f f  s ta t ioned overseas. As of Decepber 1964, f u l l  r espons ib i l i ty  
f o r  administering A.I .D.  programs i n  e igh t  of thes? countries 
had already been t ransferred t o  the  regional mission I n  Washington. 
These were Central African Republic, Chad, Dahomey, Gabon, 
Mauritania, Senegal, Togo and Upper Volta. 

The object ives  of t h i s  s t r e - d i n e d  regional mission are  t o  
achieve g rea te r  project  effectiveness,  g rea te r  speed and b e t t e r  
coordination i n  implementation, conservation and b e t t e r  u t i l i -  
zation of manpower, and increased economy of administrative and 
technical  supervisory costs.  

Eliminations of Separate A.I.D. Missions Overseas 

Since the  beginning of FY 1964, separate A. I .D .  organizations I n  
16 overseas countries have been eliminated, e i the r  because of a id  
program terminations or  because of the introduction of new 
administrative arrangements f o r  the  conduct of overseas operations. 
Four of the  organizstions have been teliminated since the  beginning 
of FY 1965. 

In  13 of these  16 countries, separate A. I .D .  s t ructures  have been 
eliminated although modest U.S. ass is tance program8 continue: 
Gabon, Chad, Dahomey, Hai t i ,  West Indies  and Eastern Caribbean, 
Surinun, I s r a e l ,  Iran, Syria,  Central Africa Republi?, Senegal, 
Upper Volta, an3 Togo. A.I.D. busin?ss i n  these countries,  
including t h e  few d i rec t -h i re  A.I.D. employees involve8, i s  now 
being supernised e i t h e r  by the embassies o r  by A. I .D .  o f f i ces  
located elsewhere. 

I n  3 of these  16 countries A.I .D.  programs o r  a c t i v i t i e s  were 
o f f i c i a l l y  terminated during Ff 1964 -- Cmbodia, Yugoslavia and 
the  Bonn (~ermany)  Area Controller. 

Special a t t en t loo  I s  being focused on increased savings of 
personnel or  do l la r s  i n  l o g i s t i c a l  an8 aAministrative support 
o-rerseas . During 1964, a&ninis t ra t ive  support conmlidations 
with the  Ikpartmc?nt of S ta te  were arranged I n  Mexico and 
Ven,?zuela. During 1965, we are studyin3 the  p o s s i b i l i t y  of 
consolidating s d d n i s t r a t i v e  functions i n  a number of s m d l  
an3 milurn-sized mlssions i n  Latin America, Africa and t h ?  Near 
East, t o  see whethpr savings can be rcconplished wlthout a 
reduction i n  t i e  q u s l i t g  of s-lpport services.  

Operations Evaluation Staff 

During 1964 the  Operations Evaluation Staff  (OES) was 2rganized 
t o  provide the  Administrator with objective assessments of the  
operational performance and effect iveness  of the  missions and 
headquaxters 3ff ices  i n  carrying out apprmed programs and 
projects .  This executive review program ecompassss a l l  f a c e t s  
of A.I.D.'s operational performance, inclu-ling an appraisal  
of program objectives,  s u i t a b i l i t y  of pr3jects ,  and progress i n  
s c h i e v i n ~  predetermined goals  and targeks.  Such evaluations 
a re  conducted i n  A.I .D.  missions by teams of o f f i c e r s  d r a m  
from the  executive l e v e l s  of A. I .D .  and the  Eepartmmt of State .  
Operations Evaluations complement other mission inspections and 
evaluation, such as  thos? conaucted by A.I.D.'s in te rna l  audi tors  
o r  the Inspector ~ e n e r a l / F o r e l ~ n  Assistance. 

Office of Iabor Affairs 

A new Office of Iabor Affairs  was establishe.3 t o  strengthen the  
Agency's i n s t i t ~ ~ t i o n  building e f f o r t s  i n  the  labor f i e l d .  This 
3ff ice  works closely with t h e  U.S. labor mo-zenent, u n i v e r s i t i e s  
and the bpar tmsnt  of Labor i n  t h e  development and implementstion 
of labor programs. 

Police Training 

A.I .D.  police t ra in ing  a c t i v i t i e s  were consolidated In  the  
Training Division of the  Office of Public Safety. A major aspect 
of t h i s  consolidation was the  re locat ion of the  Inter-American 
Police Academy from Fanama t o  Washington and i t s  merger with the  
Internat ional  Police Academy. The merger resul ted i n  a reduction 
of 33 employees, an improvement i n  the  qua l i ty  of t h e  t ra in ing  
offered, and an increase i n  the  number of foreign police t ra ined 
under A.I .D.  auspices a t  no r i s e  i n  cost.  In  N 1963, it cos t  
$2.6 mil l ion t o  t r a i n  approximately 600 par t ic ipants ;  we estimate 
1,000 can be t ra ined f o r  t h e  same cost  i n  FY 1965. 
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MANAGEMENT IMPRWmS IN PROCRAM 

A.I.D. 's centra l  Office of Internat ional  !Training was modernized 
and new t ra in ing  concepts an8 approaches were adopted. The 
respons ib i l i ty  of t h i s  o f f i c e  is t o  plan, arrange, and oversee 
the  t ra in ing  of more than 6,000 foreign personnel who come t o  
the  United S ta tes  each year under A.I.D. programs. 

Al l  other matorial i s  unclossifiod. 

This rrorganization K i l l  avercore the  major def ic iencies  of p r i o r  
t r a in ing  operations an8 lmprove relationships Kith U.S. agencies 
an8 i n s t i t u t i o n s  ass i s t ing  i n  the Agency's t ra ining programs. 
More a t t e n t i o n  w i l l  be given to: the  individual t r a in ing  needs 
of each par t ic ipant  an8 t o  social ,  cu l tu ra l  and euvlronmental 
problem of par t ic ipant  adjustment t o  l i f e  an8 learning i n  the  
United States .  

IMPROVED PERSONNEL AND MAmFOWER MANAGEMENT 

Personnel and manpower management improvement i n  A.I.D. i s  a 
continuinn uroceea under conetant rwiew and evaluation. A 
number of-specific improvements msde i n  the  l a s t  year o r  planned 
f o r  the corning yeax are sunrmerized below. 

Tightened Manpmer Management 

A.I.D. has s ign i f i can t ly  reduced direct-hire  employment during 
FY 1964. Total employment declined during t h i s  period from 16,782 
t o  15,642, a decrease of near ly  7%. Although some of these  reduc- 
t i o n s  a r e  a t t r ibu tab le  t o  change8 i n  Program content and emphasis, 
including increased use of contract operations, most were the  
d i r e c t  r e s u l t  of t ighter ,  world-wide employment controls.  

1.I.D. employment is expected t o  remain a t  an e s s e n t i a l l y  s tab le  
l e v e l  through FY 1965-66. However, the  composition of the  A.I.D. 
work f o r c e  K i l l  change a s  increasing use is  made of the  pr ivate  
sector  and other agencies i n  implementing A.I.D. technical 
ass is tance programs. 

Following a compreheneive review of its manpower practices,  A.I.D. 
has changed i t s  basic  approach t o  nma&ng its manpower resources. 
Changes include: 

--an improved manpower programming system t h a t  produces more 
accurate and detai led forecast8  of Immediate an8 long-range 
manpower needs] 

- - t lghter  controls  on t h e  employment of personnel, along Kith 
t e c M q u e s  t o  reduce o r  s t a b i l i z e  the  l w e l  of permanent 
employment; an8 
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--automated manpower reporting techniques which produce 
more accurate and timely Agency manpower reports.  

Other Improvements 

1. Recruiting Specialized Personnel. Many of t h e  specialized 
s k i l l s  which a r e  v i t a l  t o  A.I .D. 's  program ere i n  such 
short  supply t h a t  unuswJ. e f f o r t s  rmut be made t o  seek out 
highly competent people i n  the  occupational f i e l 6 s  involved. 
For example, i n  t h e  pas t  year, two t a sk  forces were u t i l i z e 6  
t o  r e c r u i t  top-flight small business an8 loan o f f i c e r s  and 
economists. W i n g  the  coming year a t ask  force i n  again 
being mobilized t o  r e c r u i t  additional economists. 

2. Request f o r  Authority t o  Appoint Foreign Service Officers 
f o r  an I n i t i a l  Period of Duty i n  Washiwton Pr io r  t o  Service 
Overseas. The Agency's experience has demonstrated an 
increased requirement f o r  o f f i ce rs  serving i n  Washington 
who have had overseas experience and s imilar ly  the  need f o r  
o f f i ce rs  serving i n  missions abroad who have had Washington 
experience. Accordingly t h e  Agency i s  requesting authori ty  
which w i l l  make it possible over a period of time t o  increase 
the  interchangeabili ty of Washington and f i e l d  personnel. 
This would be accomplished by increasing ro ta t iona l  assign- 
ments of Foreign Service Reserve Officers and by increasing 
t h e  number of o f f i ce rs  i n i t i a l l y  assigned t o  Washington whose 
appointments would be i n  the  Foreign Service Reserve. The 
long-term objective of the  proposed change would be t o  in-  
crease substant ia l ly  t h e  number of o f f i ce rs  serving i n  
Washington who have had overseas experience a s  well  a s  t h e  
number of o f f i ce rs  serving i n  missions abroad who have had 
substant ia l  Washington experience Kith the  Agency. 

3. Special Trainirx f o r  A. I .D .  To improve employee s k i l l s ,  
during FY 1966 A. I .D .  w i l l  arrange the  following courses f o r  
ce r ta in  employees: 100 w i l l  pa r t i c ipa te  i n  a spec ia l  t r a in -  
ing program i n  development economics; 170 w i l l  pa r t i c ipa te  
i n  executive management programs conducted by t h e  American 
Management Association, t h e  Brookings Ins t i tu t ion ,  t h e  Foreign 
Service I n s t i t u t e  and other government agencies; and 30 
management analysts  w i l l  receive t ra in ing  from the  U.S. Army 
Management Ehgineering Training Agency and other sources. 
In addition, the  Agency's language t ra ining program i s  being 
strengthened t o  enable employees t o  acquire addi t ional  
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language proficiency. A.I.D. will continue to utilize the 
facilities of the Foreign Service Institute Isnguage Center, 
supplemented as needea by a commercial language training 
school. 

Two new programs have been inaugurated which are adapted to 
the special needs of employees being assigned to Vietnsm: 
a ten-month program for Prsvlncial Representatives an8 a 
special three-week program for others. 

"Skills Inventory." The A.I.D. Automatic Data Processing 
System is being aqmsnted to Include an Inventory of skills 
and language abilities of A.I.D. employees. This will 
greatly facilitate the task of identifying employees who 
have the particular combination of special skills required 
for a particular position. 

Improving the Caliber of becutlve Personnel. An Executive 
Personnel Panel. chaired by the Administrator, has been 
established for'the advanck, orderly plannlng'of reassign- 
ments of A.I.D. Mission Directors and other executive-level 
foreign service personnel and for filling executive positions. 
A central roster of senior officers will be d w d 0 ~ e d  which - 
will include outstanding senior foreign service employees 
who should be considered for key vacancies. 

Strengthening the Employee hralustion System. A.I.D. has 
joined with the Department of State and USIA in developing 
and initiating a new employee waluation system for foreign 
service employees. This 8yStWJI is designed to provide a 
more precise evaluation of the perf'ormance and career po- 
tential of foreign service employees. In a8dition, A.I.D. 
has adapted certain features of this system for the evalu- 
ation of its Washington employees. 

Improving Rnployee Welfare 

A.I.D. employees and their families who serve abroad are subject 
to special ri&s of death or serious injury, but no Federal 
financial protection program exists which responds to this need. 
Ordincuy life insurance covers this type of risk, but the cost 
is high. While typical accident ingurance is cheaper, it 
excludes this type of risk. To fill this real gap, A.I.D. In 
conjunction with a major U.S. insurance company, has developed 
a master group insurance policy which: (a) protects both A.I.D. 
direct-hire and contract staff and members of their fam--lies; 
(b) is inexpensive; (c) is not voided by war  risks; ( d )  could 
not have been negotiated by an individual on his own behalf; 

(e) is the first group policy of its kind; (f) Is available to 
any employee of the U.S. Government or to any person serving under 
a contract rith an agency of the Gmernment; and (g) Involves no 
cost to the U.S. Government or acimlnlstration by it. Tnese 
innovations introduced by A.I.D. are creating considerable 
interest in the private insurance field as well an among 
officials of other Federal agencies. 

IMPROrn\?ENTS IN FINANCIAL MANAGEMENT 

Consolidation of Overseas Auditing 

The Agency has consolidated and centralized overeeas audit offices 
in sweral country groupings. These =a offices provi8ing 
an economical means for monitoring the financial liquidation of 
phasing out count~y programn, thus permitting prompt removal 
of resident staff in such cauntries. For example, the Gffice 
of the Area Controller, Athens, is now servicing rcsiaual programs 
in 16 countries in Europe and the Near East. Area Controller, 
Caribbean, ham similar responsibilities for seven countries in 
that geographic area. A small mobile audit group based In 
Washington perform audits of projects an8 programs in some ten 
countries in West Africa an8  Central America eliminating the need 
to station auditors at those locations. Manpower ~ i n g s  have 
also been effected through centralizing accounting in Wamhington 
for A.1 .D. program in 17 African countries. 

Savings Realized through New Automated System 

Excellent progress is being d e  in adapting electronic data 
processing to the Agency's accounting and financial reporting 
requirements. The Washington headquarters payroll operation has 
now been conpletely mechanized. Automated payrolling of aver- 
seas offices is moving forwaxd. This service is currently 
provided for 24 missions and will be extended to additional 
nrissiona In the near future. Payfolllng mechanization Is re- 
sulting in savings in time and costs. For example, centralizatio 
of overseas payrolling has permitted staff reductions of one to 
two local payfoll clerks in each mission. 

Financial repgrting for management has been substantially con- 
verted to a computer operation thus producing essential data 
faster an8 with less manpower. 

An annual increase in efficiency of approximately 20% has been 
realized by mechanizing servicing of collections on loand an8 
Investment guarantees. &spite the cumulative annual increase 
in such transactions, efficiencies introduced have permitted 
handling this graring workload with only minor staff increases. 

C O N F I D E N T I A L  



Shaded areas ore S E C U R I T Y  C L A S S I F I E D  and 

must not be divulged to unauthorized individuals.  

TMTAGEMFINT IMPFOVFMENTS I N  TIB A . I . D .  PRIGRAM f A l l  other material  i s  unclassif ied.  CONFIDENTIAL 

The number of l o a n  and guarantee agreements serv iced  has  increased ba th  t o  and from t h e  f i e l d .  S t a t i s t i c s  on incoming messages only, 
from 900 i n  1961 t o  2,400 i n  1965 while t h e  average number of i n d i c a t e  some 1,530,000 reproduced ropies  have been el iminated 
manhours r equ i r ed  p e r  agreement has  been reduced by near ly  58%. annual ly  from headquarters t r a f f i c .  The annual  ne t  savings i n  

processing such messages t o t a l s  $29,000. I n  addi t ion ,  economies 
INCREASED EMPHASIS ON COST RFWCTIONS i n  r e c i p i e n t  o f f i c e s  through t h e  decrease i n  paper work (handling,  

reading,  f i l i n g )  is  conservatively est imated a t  $75,000 annually.  
During 1964 t h e  Agency issued spec ia l  cos t  reduct ion  i n s t r u c t i o n s  
pa t terned a f t e r  t h e  program of the  Department of Ikfense  which Reduced Program Costs 
have cons iderably  expanded t h e  scopa and coverage of t h e  k e n c y ' e  
Management Improvement Program. E f f o r t s  t o  encourage cooperating countr ies  t o  assume c e r t a i n  

economic development cos t s  previously f inanced by t h e  United 
Two major c o s t  reduct ion  a r e a s  a r e  being emphasized: reducing S t a t e s  such a s  t r a v e l  and o ther  cos t s  of  p a r t i c i p a n t  t r a inees ,  
opera t ing  c o s t e  and reducing program cos t s .  Major ac t ions  t o  and cos t s  of t h e  t r anspor t a t ion  of program commodities wi th in  
reduce opera t ing  c o s t s  include terminating unnecessary opera t ions ,  t h e  country, a r e  a l s o  r e s u l t i n g  i n  s u b s t a n t i a l  savings.  I n  
consol ida t ing  and s tandardiz ing  operations,  and increas ing  t h r e e  a id- rece iv ing countr ies ,  f i r s t  q u a r t e r  Ff 1965 savings 
opera t ing  e f f i c i ency .  Program cos t  reduct ion  ac t ions  include t o t a l e d  $218,646. 
more exact ing  program review and approval ,  t i g h t e r  con t ro l  on 
implementation of approved p r o g r w ,  and more aggressive a u d i t s  Procurement Economies 
of expendi tures  by cooperating countr ies  and cont rac tors .  

As a  r e s u l t  of  A.I.D.'s e f f o r t s  t o  a s s i s t  i n  d ispos ing of U.S. 
Reduced Operating Costs excess s tockp i l e  ma te r i a l ,  CSA so ld  a  t o t a l  of $17.8 mi l l i on  i n  

FY 1964 f o r  use i n  fo re ign  a s s i s t a n c e  programs. I n  t h e  f i r s t  
The A. I .D .  mission i n  Laos saved an est imated $106,808 by r e -  f i v e  months of FY 1965 t h e s e  s a l e s  t o t a l e d  $6.9 n i l l i o n .  The 
scheduling i t s  use  of a i r  s e rv i ce  f o r  a i r l i f t  of cargq and sir est imated q u a n t i t i e s  f o r  t h e  balance of FY 1965 a r e  $10.1 
t r a v e l  of  personnel  w i th in  Laos. mi l l ion ,  f o r  a  t o t a l  f o r  Ff 1965 of $17.0 mi l l ion .  I n  FY 1966 

s a l e s  of $18.2 mi l l i on  a r e  an t i c ipa t ed .  
I n  November 1964, a l l  overseas A.I .D.  pos t s  were in s t ruc t ed  t o  
u t i l i z e  U.S.-owned excess fore ign  currencies  f o r  a i r  t r a v e l  t o ,  Consolidated buying, during the s l ack  praduct ion  s e s s m ,  of 
from and wi th in  Pakistan,  Ind ia ,  UAR, Poland, Yugoslavia, I s r a e l  D I E  f o r  t h e  Malaria Eradica t ion  Program produced savings of 
and B u m .  Monthly r epor t s  a r e  now requested from a l l  missions $1,737,030 I n  FY 1964. Continuation of t h i s  p r a c t i c e  has 
on t h e  r e s u l t i n g  d o l l a r  and l o c a l  currency expenditures.  savei  a n  a d d i t i o n a l  $482,500 t h i s  f i s c a l  year.  Savings f o r  

t h e  yea r  by t h i s  e f f o r t  should t o t a l  $777,500. 
A recent  review of pe r iod ica l  Agency.publications r e s u l t e d  i n  
d iscont inuing a  number of them, reducing them i n  s i z e  o r  e l imi-  During FY 1964, i n  l i e u  of procuring new equipment, A . I . D .  
na t ing  unnecessary f ea tu res  such a s  co lo r  p r in t ing .  A s  a  r e s u l t  acquired U.S. Government-owned excess proper ty  f a r  use  i n  i t s  
Agency p r i n t i n g  cos t s  have been reduced an  est imated $220,000 fo re ign  a s s i s t a n c e  programs having an  o r i g i n a l  acqu i s i t i on  
a  year.  va lue  of $36.1 mi l l i on .  The cos t  t o  A . 1  .D.,  including r e h a b i l j  - 

t a t i o n ,  storago,  handling an3 in l an3  t r ans2or t a t ion ,  amounted 
One of t h e  most s i g n i f i c a n t  cos t  reduction ac t ions  has been t h e  t o  $4.1 mi l l ion .  A.I.D. w i l l  continue t o  s t r e s s  t h e  maximum 
s u b s t i t u t i o n  of l e t t e r s  o r  memoranda f o r  rou t ine  o r  t r a n s m i t t a l -  use of excess property i n  i t s  programs dur ing  t h e  c3ming year. 
type  airgrams.  This new procedure app l i e s  t o  communications 
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Direct Hire U.S. Nationals I I 
Washington 1,919 1,W7 2,926 1 1,831 1,008 2,839 1 1,831 1,008 2,839 

Estimated 
On-Board Ehployment 
A s  o f  June 30, 1966 

Admin. Program Total 

Actual 
On- Board Employment 
As of June 30, 1964 

Admin. Program Total 

Estimated 
On- Board bployment 
As of June 30, 1965 

Admin. Program Total 

Overseas 868 2,894 3,762 

Sub- Total 2,787 3,901 6,688 

Foreign Nati onals 

U.S. Appropriations 1,384 3,486 4,870 

Total Di rec t  Hire 4,171 11,471 15,642 1 4,188 11,41i. 15,600 I 4,188 ll,il2 15,600 

Foreign Trust Funds - 4,084 4,084 

Sub-Total 1,384 7,570 8,954 

Revised January 25, 1965 

884 2,996 3,880 

2,715 4,004 6,719 

1,473 3,327 4,800 

CONFIDENT IAL  66 

884 2,950 3,834 

2,715 3,958 6,673 

1,473 3,327 4,800 

- 4,081 4,081 

1,473 7,408 8,881 

- 4,=7 4 , 2 7  

1,473 7,454 8,927 



ALLIANCE 
FOR PROGRESS 



CONFIDENTIAL 

LATIN AMERICA 

'A HONDURAS 
. ....-.-- -- - 

: / 
I s p + ~ ~ ~ s ~  GUIANA 

GUATEMALA 
S U R I N A M  

:; ...... .. ._.. ..:. V E N E Z U E L A i  '.: &.., 
E L  SALVADOR ::: ... .. : :.:.,. 

Country 

TOTAL 

Bolivia 

Brazil 

Central American 
Economic Community 

Central America 
Rea. Om.( ROCAP) - - 
Costa Rica 
El Salvador 
Guatemala 
Honduras 
Nicaragua 

Chile 

Colombia 

Dominican Rep 
Ecuador 
Uniti 

Panama 

Paraguay 

Peru 

Uruguay 
Venezuela 

British Guiana 

Jamaica 

FY 1966 PROGRAM 
Type of Assistonce 

(Thwsands of Dollars) 
I Alliance for Proaress I 

Total 
/ Tech. Coop. SuPPortW 

Loans 8 ASI stance 
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ALLLANCE. FOR PROGRESS REGIONAL SUMMARY 

Alliance f o r  Progress is  Taking Hold 

All other material is unclassified. 

The Alliance f o r  Progress w i l l  en te r  FY 1966 with increasing would be faced wl 
s t rength .  The investments of t h e  d i f f i c u l t  f i r s t  years of the  mlllion in loam 
Alliance a r e  beginning t o  pay o f f .  The pas t  year was one of 
s u b s t a n t i a l  economic growth, of improving terms of trade,  and of 
r e a l  p o l i t i c a l  and s o c i a l  progress. Since 1961, when representa- 
t i l . e s  from 19 nations met a t  Punta d e l  Este and pledged themselves 
t o  a decade of development, considerable achievements have been 
recorded. The war on poverty i n  I a t i n  America i s  under way. 
Public and p r iva te  i n s t i t u t i o n s  f o r  coping with the  a r e a ' s  
economic and s o c i a l  problem hsve gained i n  s t rength .  

P o l i t i c a l  change has accompanied s o c i a l  ferment. In  t h e  pas t  
year, a new government came i n t o  power i n  B r a z i l w i t h  a program 
t o  rescue t h e  country from f i n a n c i a l  col lapse  and poss ible  take- 
over by extremist  elements. The new government i s  viewed a s  
another indicat ion t h a t  Castro-type communism i s  no longer popular 
with I a t i n  Americans. That government immediately took s t eps  t o  
confront t h e  major problems of runaway in f l a t ion ,  balance-of- 
payments c r i s i s  and s o c i a l  disorder.  The United S t a t e s  responded 
i n  FY 1964 and again i n  FY 1965 t o  provide resources t o  support 
these  new s t a b i l i z a t i o n ,  development and reform e f fo r t s .  

I n  Chile, an e l e c t o r a l  confrontation between Chris t ian  reform and 
socialist-Communist ideology resu l t ed  i n  an overwhelming, demo- 
c r a t i c  v ic to ry  f o r  t h e  former. U.S. a s s i s t ance  w i l l  continue t o  
support e f f o r t s  t o  move Chile 's  development program forward. 

These favorable developments -- and o the r s  -- require  an increase  
i n  Alliance f o r  Progress lending i n  FY 1966. The program request  
i s  f o r  a minimum program l e v e l  of $510 mil l ion i n  development 
lending. Technical Cooperation funding i s  requested a t  about t h e  
same l e v e l  as  i n  FY 1965. These grant funds a r e  required f o r  a 
v a r i e t y  of a c t i v i t i e s  which w i l l  he lp  bui ld  t h e  se l f - sus ta in ing  
i n s t i t u t i o n s  and c rea te  t h e  human resources necessary f o r  develop- 
ment i n  Latin America. 

A minimal amount of Supporting Assistance i s  e l s o  requested f o r  
non-development requirements i n  four  countries.  There a r e  
p o t e n t i a l  emergency and incent ive  s i t u a t i o n s  i n  t h e  hemisphere 
which may require  resources from t h e  Pres ident ' s  Contingency Fund, 
or ,  i f  t h e  Fund i s  depleted,  from supplemental appropriations.  

canjunction w i t h  
Argentine dwelq 
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Today's hemispheric progress i s  rooted i n  pas t  achievements. I n  
1960, during t h e  Eisenhower Administration, the  American Republics 
signed t h e  Act of Eogota, a c l e a r  expression of t h e  need f o r  
s o c i a l  progress and the  will ingness of t h e  pa r t i c ipan t s  t o  do 
something about it. The following year,  President Kennedy cal led  
f o r  a bold ten-year program f o r  economic and s o c i a l  development 
and bas ic  reform -- t h e  Alliance f o r  Progress. 

Under t h e  terms oaf t h e  Charter of t h e  Alliance,  t h e  l a t i n  American 
nations themselves undertook respons ib i l i ty  f o r  bas ic  i n t e r n a l  
reforms and f o r  80% of t h e  necessary investment funds. The 
United States was expected t o  provide a major share  of the  20% 
margin of external  c a p i t a l  and t echn ica l  ass is tance.  

The Long Road Ahead 

While there  is  evidence t h a t  t h e  Alliance has awakened l a t i n  
America t o  t h e  magnitude of t h e  tasks  t o  be  performed, poverty i s  
s t i l l  t he  l o t  of t h e  majority of the  people of t h e  southern half  
of t h i s  hemisphere. The pervasiveness of t h i s  poverty i s  a con- 
s t a n t  th rea t  t o  progress toward fu l f i l lmen t  of the  hopes t h e  
Alliance has ra ised.  

Population is  growing f a s t e r  i n  I a t i n  America than anywhere e l s e  
i n  t h e  world. National economies must grow a t  r a t e s  higher than 
t h a t  of many developed nations simply t o  keep pace with popula- 
t i o n  increases. Despite progress i n  home construction,  t h e  
housing gap is  widening. Despite increased a t t e n t i o n  t o  educa- 
t i o n  the  percentage of school-age chi ldren a t tending c lass  i s  
not increasing. I n  f a c t ,  t h e  percentage of i l l i t e r a t e s  may be 
growing. Unemployment and under-employment, caused l a rge ly  by 
t h e  ine f f i c i en t  use of land and lagging i n d u s t r i a l  development, 
remains a crushing problem. labor  unres t  threatens  na t iona l  
economic and p o l i t i c a l  s t a b i l i t y .  

Commodity t rade  problems make economic l i f e  a matter of boom o r  
bust  f o r  many Latin American countries.  I n  severa l  countries,  
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i n f l a t i o n  saps  t h e  incen t ive  t o  save. Budget d e f i c i t s  continue. 
Publ ic  e n t e r p r i s e s  a r e  o f t en  run a s  welfare  agencies,  thereby 
con t r ibu t ing  t o  government f i n a n c i a l  Imbalance. Monopolistic 
p r a c t i c e s  and r eg res s ive  t a x  s t r u c t u r e s  r e s t r i c t  t h e  development 
of na t iona l  markets. 

Al l iance  Goals and Self-Help Measures 

P o l i t i c a l  developments i n  1964 were encouraging. The new govern- 
ments i n  Chile and Braz i l  open up p o s s i b i l i t i e s  f o r  e f f e c t i v e  
a c t i o n  under t h e  All iance.  Recent e l ec t ions  i n  Venezuela. Panama 
and Mexico have produced progress ive  leadership .  The change in 
govcrnrnent l n  BrLtitrh ~uiana m y  not end the tansail there but at 
~ e m t  it provldes scaas hopa ~ O T  a-rtttic progress. 

While only pre l iminary  estimates a r e  ava i l ab le  f o r  1964, La t in  
American economic progress  has  accelera ted  s ince  t h e  Al l iance  
began. Growth i n  1964 may approximate t h e  minFrmun goa l  c a l l e d  f o r  
by t h e  Charter  of Punta d e l  Este.  The improvement stems mainly 
from an upswing i n  t h e  Argentine economy and heal thy  r a t e s  of  
growth i n  Mexico, Venezuela, and Peru. La t in  American export  
earnings  were some 8$ higher than  i n  1963. 

New development banks, cooperatives and o the r  in termedia te  c r e d i t  
i n s t i t u t i o n s  -- many i n i t i a t e d  wl th  U.S. a s s i s t ance  -- have 
s t l u d a t e d  t h e  p r i v a t e  sec to r  i n  La t in  America. Nine countr ies ,  
notably Braz i l ,  Chile, Colombia, and Panama, have undertaken major 
t a x  reforms. A l l  coun t r i e s  of t h e  Al l iance  have improved t h e i r  
t a x  systems and/or t a x  administrat ion.  Land reform laws a r e  now 
on t h e  books i n  a dozen countr ies .  Land reform i n s t i t u t i o n s  and 
agencies i n  t h e s e  coun t r i e s  have strengthened t h e i r  resources .  
F i f t een  coun t r i e s  have se l f -he lp  housing programs. Ten coun t r i e s  
have submitted na t iona l  development p lans  o r  s ec to r  investment 
programs f o r  eva lua t ion  -- Bolivla,  Brazil ,  Chile, Colombia, 
Ecuador, Honduras, Mexico, Panama, Peru and Venezuela. Other 
country p rogram a r e  i n  t h e  f i n a l  s tages  of prepara t ion .  

A t  t h e  end of 1964 t h e  Inter-American Committee f o r  t h e  Al l iance  
f o r  Progress (cIAP) completed t h e  f i r s t  cycle  of country-by-country 
development reviews under t h e  All iance.  It examined na t iona l  and 
s e c t o r a l  p l ans ,  t h e  s t e p s  t h a t  had been taken t o  put them i n t o  
e f f e c t ,  and t h e  e f f o r t s  t h a t  each country i s  making t o  c a r r y  out 
i t s  r e s p o n s i b i l i t i e s  under t h e  Al l iance  cha r t e r .  The CIAP review 
covered fo re ign  t r a d e ,  regional  i n t e g r a t i o n  and e x t e r n a l  a s s i s t -  
ance a s  we l l  a s  domestic e f f o r t s  of t h e  La t in  American coun t r i e s ,  
and recommended s p e c i f i c  courses of ac t ion  t o  a c c e l e r a t e  progress.  

development p o l i c i e s  which w i l l  l e ad  t o  longer-term financing; 
( b )  a f i rmer  c o n t r o l  over t h e  expansion of e x t e r n a l  debt; and 
( c )  where poss ib l e ,  negot ia t ions  t o  reduce t h e  burden of repay- 
ment. The next review ses s ion  w l l l  give emphasis t o  improving 
development plans;  preparing and executing p ro jec t s ;  e s t a b l i s h i n g  
b e t t e r  bo r ra r ing  p rac t i ces ;  and increas ing  domestic investment. 
The following organiza t ions  providing t h e  bulk  of t h e  ex te rna l  
f inancing f o r  Al l iance  e f f o r t s  took p a r t  i n  t h e  review: The World 
Bank, Inter-American Development Bank (IDA), t h e  In t e rna t iona l  
Monetary Fund (IMF), t h e  OAS, and A . I . D .  A number of DAC 
coun t r i e s  w l l l  p a r t i c i p a t e  i n  CIAP's next review cycle .  

U.S. p a r t i c i p a t i o n  i n  t h e  Al l iance  must continue t o  be f l e x i b l e  
and responsive t o  oppor tun i t i e s  t o  promote development and advance 
IJ.S. i n t e r e s t s .  I n  add i t ion  t o  t h e  a s s i s t ance  provided by A . I . D . ,  
U.S. support f o r  La t in  America's e f f o r t s  i s  a l s o  provided through 
Food f o r  Peace, t h e  Ex-Im Bank, t h e  IDB, and t h e  Peace Corps. 

In  FY 1964, t h e  World Bank and t h e  IDB loaned nea r ly  $400 m i l l i o n  
t o  La t in  America. The Ex-Im Bank financed more than $180 mi l l i on  
i n  La t in  American p r o j e c t s  i n  FY 1964 and i s  expected t o  increase  
i t s  lending opera t ions  i n  M 1965 and FY 1966. FY 1965 w i l l  
probably be  t h e  l a s t  year  of opera t ions  of t h e  Soc ia l  Progress 
Trust  Fund, administered by t h e  IDB. It was responsib le  during 
t h e  f i r s t  fou r  yea r s  of t h e  Al l iance  f o r  f inancing $525 mi l l i on  
i n  housing, education,  water  and sewage, and a g r i c u l t u r a l  
rese t t lement  p r o j e c t s .  The Fund w l l l  be merged wi th  t h e  Fund f o r  
Specia l  Operations i n  t h e  I D B  and expanded by con t r ibu t ions  from 
La t in  American coun t r i e s  and t h e  IJnited S ta t e s .  

Development of t h e  P r iva t e  Sector 

As t h e  Al l iance  f o r  Progress matures, more and more of t h e  st imulus 
t o  development must come from t h e  p r i v a t e  s e c t o r .  S ign i f i can t  
p r i v a t e  sec to r  growth took p lace  i n  1964. The f i r s t  year  of 
Colombia's P r i v a t e  Investment Fund was s o  success fu l  t h a t  s imi l a r  
i n s t i t u t i o n s  a r e  under cons idera t ion  i n  Argentina, 3razi1,  Chile 
and P e n .  The At l an t i c  Community Development Group f o r  La t in  
America (ADFLA) was incorporated i n  September wi th  an authorized 
c a p i t a l  of $40 mi l l i on .  ADELA w i l l  provide p r i v a t e  e n t e r p r i s e  i n  
La t in  America wl th  equ i ty  c a p i t a l  and t echn ica l  competence. 

Regional i n t e g r a t i o n  i s  removing impediments t o  t h e  growth of 
commerce among La t in  American countr ies .  Centra l  America i s  
bu i ld ing  a successful  Common Market. The La t in  American Free 
Trade Associat ion (LAFTA) i s  progressing more slowly. 

CIA? concluded t h a t  short- term deb t s  posed a major i n t e r n a t i o n a l  P r iva t e  U.S. investment i n  La t in  America i n  the  f i r s t  s i x  months 
problem f a c i n g  Al l iance  nat ions ,  and c a l l e d  fo r :  ( a )  monetary and o f  1964 near ly  equal led  t h e  1963 t o t a l .  In Fy 1964, $342 m i l l i o n  
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i n  A.I.D. investment guaranties were issued f o r  Latin America -- 
nearly f i v e  times t h e  1963 l eve l .  This accelerated pace has con- 
t inued and over $130 mil l ion i n  U.S. investment was guaranteed 
during t h e  f i r s t  quar ter  of F Y  1965. U.S. housing guaranties 
already issued o r  i n  process cover p ro jec t s  worth over $150 mil l ion 
i n  11 Lat in  American countries.  A.I .D.  lending t o  intermediate 
c red i t  i n s t i t u t i o n s  -- f o r  farm c red i t ,  housing, and new indus- 
t r y  -- now amounts t o  about 25% of all A.I .D.  loans. The invest-  
ment surveys approved t o  date could r e s u l t  i n  over $130 mil l ion i n  
investment. Cooley Loans passed the  $23 mil l ion mark i n  1964. A 
cata log of 372 spec i f i c  investment opportuni t ies  has been prepared 
f o r  U.S. p r i v a t e  investors .  

U.S. programs t o  develop human resources e s s e n t i a l  t o  a vlgorous 
p r iva te  sec to r  have been expanded. For example, A.I.D. i s  helping 
t o  support un ivers i ty  programs of business administration i n  
Colombia, Brazi l ,  Peru and Central America. 

Ebphases of FY 1966 A.I.D. Program 

Concentration on development lending w i l l  increase i n  FY 1966. 
More than 90$ of the  proposed loans w i l l  go t o  four countries and 
t o  the  Central  American area. Development lending shom the  
following t rend a s  a proportion of the  t o t a l  Alliance program: Fi' 
1964, 712~  FY 1965, 8 1 $ ~  FY 1966, 862. Project loans,  however, 
a r e  inadequate i n  some instances t o  finance t h e  growing Import 
needs of agr icu l tu re  and industry. Three countries -- Brazil ,  
Chile and Colombia -- are  expected t o  receive program loans t o  
help ca r ry  forward sel f -help  measures and other  economic and soc ia l  
programs within  a framework of f inanc ia l  s t a b i l i t y .  Imports f i n -  
a c e d  by these  loans go l a rge ly  t o  the  p r iva te  sector  and help  
contain in f l a t ionary  pressures.  

The changes i n  emphasis i n  the  progrm f o r  Fi' 1966 r e f l e c t  t h e  
favorable developments i n  Brazil  and Chile. The program does not 
assume, however, t h a t  Fi' 1966 w i l l  produce any new major break- 
throughs i n  other Latin American countries.  

Following a r e  s m a r i e s  of t h e  major A.I .D.  programs: 

Brazi l  - A . 1  .D. i s  proposing a program of $243 miUfon i n  loans and 
t echn ica l  cooperation t o  support t h e  s t ab i l i za t ion ,  development and 
reform e f f o r t s .  Braz i l ' s  problems match her  s i z e  -- the  biggest i n  
the  hemisphere. But success of current reform e f f o r t s  under t h e  
Alliance f o r  Progress i s  e s s e n t i a l  i f  Brazi l  I s  t o  move forward. 
The new government of Brazi l  has a short-range investment program 
and i s  drawing up a longer-term plan. The interim government's 
program includes: ( a )  p r a c t i c a l  ant i - inf la t ionary measures; (b )  
reduct ions i n  government def i c i t s ;  ( c  ) improvements i n  i t s  

balance-of-payments posi t ion;  ( d )  encouragement of domestic and 
foreign p r iva te  enterpr ise ;  and ( e )  reforms i n  ru ra l  land m e r -  
ship,  education, banking and housing. 

Chile - Assistance t o  Chile of $93,7 dUion i n  FY 1966 w i l l  
support t h e  Fre i  government's program of f inanc ia l  s t a b i l i z a t i o n  
and accelerated economic growth. The new Christian Cemocratic 
administration i s  attempting t o  check chronic i n f l a t i o n  and t o  
provide economic and soc ia l  reforms which would draw more lar- 
income famil ies  i n t o  community and nat ional  l i f e .  This ambitious 
program i s  based on monetary s t a b i l i z a t i o n  po l i c ies ,  an invest-  
ment budget emphasizing soc ia l  development, and measures t o  spur 
a g r i c u l t u r a l  and i n d u s t r i a l  production, including creat ion of a 
p r iva te  investment fund. Success of these  e f f o r t s  depends l a rge ly  
on Chi le ' s  a b i l i t y  t o  marshal i t s  i n t e r n a l  resources t o  a t t a i n  a 
l a rge  increase  i n  government savings and t o  achieve other f i s c a l ,  
monetary, and re la ted  objectives s e t  out i n  the  government's 
November 1964 l e t t e r  t o  CIAP. The Frei  government already has 
l a i d  the  bas i s  f o r  expanded export earnings t o  finance f i t u r e  
economic development by negotiating a new arrangement with 
p r iva te  U.S. firms t o  increase copper production subs tan t i a l ly  
over t h e  next s i x  years. The Chile-California par tnership  i s  
expected t o  provide much of the  Technical Cooperation Chile needs. 

Colombia - A.I.D. resources of m.3 ndllfon a re  proposed t o  help 
Colombia improve resource mobilization and meet t h e  goals of its 
development program. U.S. ~# lb tmee  &I1 be eond-Ltfon6d on 
sptoifis Coltadbiao s4.f-help perfomisma in such smm M manhtrr$ 
8n& fisoal pdiay, oontrol of tmprts, an8 slrp6x-b promotion. The 
United S ta tes  w i l l  continue t o  cooperate x i t h  t h e  Consultative 
Group l ed  by the  World Bank. The p r iva te  sector  i s  strong and 
d ive rs i f i ed .  The United Sta tes  i s  attempting t o  help Colombia 
t o  overcome i t s  excessive dependence on coffee  f o r  export earnings 
by divers i fying i t s  exports. 

Pen* - An A.I.D. program of $35. Mllion i s  proposed f o r  Peru. 
The p r inc ipa l  U.S. object ive  is t o  f o s t e r  peaceful evolution by 
,supporting t h e  changes needed t o  br ing t h e  highland Indians and 
recent migrants t o  overcrowded coas ta l  c i t i e s  i n t o  nat ional  
economic and p o l i t i c a l  l i f e .  The United S ta tes  w i l l  encourage 
e f f o r t s  t o  channel more domestic savings i n t o  necessary overhead 
investments, such a s  r u r a l  development, education, and t rans-  
por ta t ion.  Major U.S. technical  cooperation xi11 continue with 
the  he lp  of such un ivers i t i e s  as Columbia, North Carolina, I o ~ a  
Sta te ,  and Stanford. 

Central America - Approximately, $68 mLllion i n  A . I . D .  resources 
i s  proposed t o  help  accelera te  the  Central American in tegra t ion  
movement and enable the  f i v e  associated countries t o  deal  
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e f f e c t i v e l y  wi th  t h e i r  na t iona l  development problems. Remarkable 
progress h a s  been made tuward c r e a t i n g  a cammon market. The major 
element i n  t h e  Fi 1966 A.I.D. program i s  a proposed $25 a l l i o n  
l o a n  f o r  a fund f o r  Central  American in t eg ra t ion ,  which w i l l  serve  
a s  t h e  channel  f o r  major r eg iona l  c a p i t a l  p r o j e c t s  such a s  high- 
ways * 
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The need f o r  Technical  Cooperation t o  improve t a x  administra-  
t i o n  and provide t h e  publ ic  resources necessary f o r  develop- 
ment i s  being met by t h e  cont r ibut ion  of U.S. I n t e r n a l  Revenue 
Seroice  exper ts .  I n t e r n a l  Revenue Service and Customs Service 
adv i so r s  dl1 soon be  working i n  1 4  La t in  American countr ies ,  
s i x  more than  l a s t  year.  

The Plherican I n s t i t u t e  f o r  Free Labor Development (AIFLD) has  
expanded t r a i n i n g  and s o c i a l  p r o j e c t s  a c t i v i t i e s  aimed a t  
s t rengthening f r e e  l abor  i n  Lat in  America. AIFLD p r o j e c t s  a r e  
moving ahead i n  cooperatives,  c r e d i t  unions, worker banks, 
t r a i n i n g  cen te r s  an8 housing. The Cooperative League of t h e  
U.S.A. and t h e  National  Rural  E l e c t r i c  Cooperatives Associa- 
t i o n  (NRECA) have a l s o  helped t o  s e t  up i n s t i t u t i o n s  t o  
marshal savings  and supply c r e d i t .  Over 400 c r e d i t  unions have 
been set up. Savings and l o a n  a s soc ia t ions  i n  La t in  America 
now have same $75 m i l l i o n  i n  deposi t s .  

Contracts  between U.S. u n i v e r s i t i e s  and 46 La t in  American 
u n i v e r s i t i e s  and other  i n s t i t u t i o n s  of higher education a r e  
improving and modernizing educat ional  cu r r i cu la ,  f a c i l i t i e s ,  
and opera t  ions .  

4. Demographic research  i s  being undertaken with A.I .D.  he lp ,  
t o  enable  La t in  American nat ions  t o  ob ta in  f a c t s  concerning 
t h e i r  growing populations.  

5. The Pa r tne r s  i n  t h e  Al l iance  -- a people-to-people e f f o r t  
through which s t a t e s  and p r i v a t e  groups i n  busineas,  l abo r ,  
education and o ther  a reas  can exchange ideas  and provide 
personnel  t o  s i m i l a r  organiza t ions  i n  La t in  America -- i s  
moving ahead. Some 25 U.S. s t a t e s  a r e  organizing t o  he lp  out .  
Cal i fornia ,  Texas, Michigan, Oregon, Alabama, Arizona, and 
Utah a l ready have a record of accomplishment. 

6. Increased p r o j e c t  Fmplementation i s  underway a t  A. I .D.  
Authori ty f o r  a c t i o n  has  been delegated i n  l a r g e  measure t o  
f i e l d  missions. The q u a l i t y  of t echn ica l  cooperation i s  
being upgraded through t h e  use of con t r ac to r s  and p a r t i c i -  
pa t ing  U.S. agencies.  

Outlook f o r  t h e  Future 

The Al l iance  road t o  development i s  long,  The members recognize 
t h a t  t h e  problems of poverty i n  La t in  America cannot be solved 
merely by condemning Castro, Communists, and n a t i o n a l i a t  extremists. 

Pres ident  Johnson sa id  i n  May 1964, "Our Al l iance  f o r  Progreas w i l l  
succeed.... I n  t h e  next year t h e r e  w i l l  be  twice a s  much ac t ion ,  
twice  a s  much accomplished a s  i n  any previous year i n  t h i s  pro- 
gram. " 

These goals  a r e  being achieved. La t in  Americans can now look 
forward t o  t h e  bu i ld ing  of t h e i r  own grea t  s o c i e t i e s ,  wi th  
encouragement and h e l p  from t h e  United S t a t e s .  

C O N F I D E N T  I A L  



Argentina 

Argentina . GENERAL ECONOMIC DATA 

. B A S I C  DATA 

. . . . . .  . Population (millions mid.1964). 21.3 
. . . . . . . .  Annual Growth Rate (percent) 1.7 

. . . . . . . . . . . .  Area (I000 square miles) 1.08I.1 
.... Population  ensi it^ per square mile 20 

. . . .  Aqricultural Land a s  % of Total Area 52 
. . .  Percent of Population in Agriculture 19 

Life Expectancy (years)  . . . . . . . . . . . .  59 
People per Doctor 660 . . . . . . . . . . . . . . . . .  

Literacy Rate (percent) . . . . . . . . . . . . .  8 6 
. . . . . . . .  ~ u p i l s  a s  percent of ~opulat ion 17 

(Prrmary t Secondary) 

Calendar Years 
1960 . 196 1 1962 . 1963 . 1964 Est 

GROWTH INDICATORS 
. . . . . . . . . .  Total GNP (rn I962 przces, I rnlllrons)* 10, 382 10, 974 10. 614 10. 019 10. 835 

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 521 542 515 478 508 

Investment a s  percent of GNP . . . . . . . . . . . . . . . . . .  2 3 24 24 2 1  2 1  
Domestic Savings as % of Investment . . . . . . . . . . . . .  9 2 78 89 112  115 
Net Forelgn Balance a s  % of GNP . . . . . . . . . . . . . . .  2 5 3 -3 -3 

. . . . . . . . . . .  . . Agricultural Prod Index ( 1  952-54 100) 98 107 101 113 1 1 2  
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  8 7 9 3 86 95 92 
Wheat (1. 000 MT) ...................... 4. 082 5. 250 5. 170 8. 165 7. 892 

Manufacturing Production Index (1958=100) 88 97 88 78 86 

INTERNATIONAL T R A D E  ( I  millzons) 
. . . . . . . . . . . . . . . . . . . . . .  Total Exports (1 .0 .6 . ) .  .................................. Meat 

. . . . . . . . . . . . . . . . . . . . . . . .  Total Imports (c 1.1.) 
. . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

GOLD & FOREIGN EXCHANGE I rnzl l ions . . . . . .  
year)  

C O S T  O F  LIVING INDEX (1958= 100) . . . . . . . . . . . .  

C E N T R A L  GOVERNMENT FINANCES * 
(FY Ending October 31) 

Total Expend~tures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . .  (Delense Expenditures) 

(Capital Outlays) . . . . . . . . . . . . . . . . . . . . . . . .  

Total Domestlc Revenues . . . . . . . . . . . . . . . . . . . .  
As percent 01 GNP . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . .  Deflcit (-) or Surplus (+) 

526 38 6 115 270 190(Aug . 1 

2 72 309 395 491 600 

. Mrlllon Dollar Equrvalents . 

1963 196& 1965(Budget) 

1, 947 2. 471 3. 224 
(304) ( 356) (394) 
(237) (370) (hh5) 

1. 360 1. 778 2. 535 
10 . 6% 10 . 6% n.a. 

-587 -693 -689 

I *Converted a t  135 pesos per U.S. dol lar  . 
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PROGRAM SUMMARY 

(1n mill ions of do l l a r s )  
FY 1964 FY 1965 ~i 1966 

- - - - - - -. - -. - - - Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total A . I . D .  Assistance 9.8 1.8 2&-%?L 

U.S. 0b.iectives and Assistance Policy 

The p r inc ipa l  U.S. object ive  i n  Argentina i s  t o  encourage t h e  
Government t o  adopt the  p o l i t i c a l ,  economic and s o c i a l  po l i c ies  
s e t  f o r t h  i n  the  Charter of Punta d e l  Este. Argentina's poten- 
t i a l  f o r  economic development i s  great .  It has r i c h  lands, ex- 
tensive  deposi ts  of petroleum and natural  gas, and one of the  
most h ighly developed i n d u s t r i a l  s t r  a t i n  America. 
,These 2ich resources contra& sh 
help perf0~?~&11ce during t h e  past  

A basic cause of d i f f i c u l t i e s  i n  the past  was themat iona l  gov- 
ernment's pol icy of forcing indus t r i a l i za t ion  a t  t h e  expense of 
agr icu l tu re .  Moreover, s ince the  overthrow of Peron, Argentina 
has undergone a d i f f i c u l t  period of p o l i t i c a l  turmoil. The con- 
duct of f r e e  e lec t ions  i n  July 1963, r esu l t ing  i n  the  i n s t a l l a -  
t i o n  of t h e  Government headed by President I l l i a  seemed t o  augur 
well  f o r  p o l i t i c a l  s t a b i l i t y .  

The general  objectives of the  I l l i a  Government a re  broadly con- 
s i s t e n t  with those of the  United S ta tes .  Slnce coming t o  pow= 
however, t h e  I lZia  Government has pursued a mixture o f  discow- 
aging and wcouraging po l i c ies .  

The Administration h.2; been generally successflil, In i ts  reLeuEions 
wlth the mi l i t a ry ,  in h a d a i n g  several  provincial  &ispubes, #d 
i n  dertl1n.g with t h e  problems created by i m p r t a n t  s ec to r s  of the 
Zabor organ.lza.tion arzd t h e  femnist movement. An encouragin@; 
development has been the  progress made by the  new Government i n  
the  preparat ion of a comprehensive nat ional  plan f o r  the  develop- 
ment of t h e  country. This plan i s  expected t o  c a l l  f o r  t ax  re-  
f oms,  Fmprovements i n  public 
agriculture, and reductions i 
t h e  Congres~ ions l  eLections i 
impact on the Implementation 
khese areas, 

CONFIDENT lAL 

A dramatic act ion adversely affect ing p r iva te  investment was 
t h e  annulment of contracts  signed by a previous government with 
1 3  p r iva te  o i l  companies, nine of which a r e  American. A t  t h e  
present time t h i s  i ssue i s  i n  court ,  but both the  Government of 
Argentina and t h e  o i l  companies a r e  seeking an out-of-court 
sett lement.  Negotiations a r e  s t i l l  i n  progress. 

Argentina's importance t o  the  Alliance f o r  Progress warrants 
recognition by the I l l i a  Government t h a t  t h e  present t rend of 
some of i t s  major economic po l i c ies  can r e s t r a i n  economic growth 
and v i t i a t e  external  ass is tance.  The W t a d  Btates w i l l  use 
every opportunity t o  ind ica te  and e x p k i n  the pol ic ies  it be- 
l i eves  h g e n t i m  shouZd adopt i n  its o m  i n t e r e s t .  Ilhe United 
Sta tes  is  prepared t o  provide f inancfa l  support unaer s u i t a b l e  
conditions f o r  a development e f f o r t  based on: ( a )  impfemnta- 
t i o n  o f  a well-2onceived economic deve lopen t  plan; (b) s igni-  
f i c a n t  reductions i n  the  budget d e f i c i t j  and ( c )  aaoption of 
p o l i c i e s  t o  encornage a g r i c u l t u r a l  as well as i n d u s t r i a l  pro- 
duction, and foreign and h e s t i c  investment. Since it is  not 
l i k e l y  t h a t  major policy decisions t o  implement these  p o l i c i e s  
w l l l  be made before the  %rch 1965 elections, t h e  United States 
w i l l  probably not be making avai lable  c a p i t a l  assistance i n  FY 
1965. The Technical Cooperation aimed a t  t h e  development of 
human resources and improvements i n  development planning, higher 
education and public administration w i l l  continue a t  a l e v e l  of 
$1.8 mi l l ion  i n  FY 1965. 

Achievement, Self-Help, the  Role of Other Donors 

Progress i n  preparation of a five-year nat ional  development plan 
represer~ts  perhaps one of the most important self-help measures 
current ly  i n  process i n  Argentina. With the  ass is tance of A . I . D ,  
t he  World Bank, Inter-American Development Bank (IDB), and a 
group cf eccnc~mists from Harvard University, the  National Devel- 
opment Council has made r e a l  progress toward the  coordination of 
a l l  public sector  investment projects  financed by domestic and 
foreign cap i t a l .  Also, the  Federal Investment Council i s  being 
reorganized and strengthened t o  a s s i s t  i n  development planning 
and ac t  as  intermediary between the  nat ional  and provincial. 
governments . 
Argentina has begun a badly needed program t o  improve the  t a x  
system. Some progress has been made by iricrcasing income taxes 
and by a ser ious  e f f o r t  t o  co l l ec t  unpaid taxes.  The government 
recent ly  took the  p o l i t i c a l l y  courageous s t e p  of increasing the  
t a r i f f s  of a number of public u t i l i t i e s  i n  order t o  put these  
enterpr ises  on a m r e  se l f -susta ining basis .  
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Argent ina ' s  capaci ty  f o r  s e l f - sus t a in ing  development has been 
s u b s t a n t i a l l y  increased i n  r ecen t  years  by expansion and improve- 
ment of  educat ional  i n s t i t u t i o n s .  Eleven new p r i v a t e  u n i v e r s i t i e s  
have been founded s ince  1958. GNP increased s i g n i f i c a n t l y  during 
1964, r e f l e c t i n g  a s u b s t a n t i a l  r i s e  i n  t h e  l e v e l  of business ac- 
t i v i t y .  External  p r i v a t e  a s  we l l  a s  publ ic  debt  was reduced and 
t h e  unemployment r a t e  went down. 

To ta l  annual  au tho r i za t ions  f o r  c a p i t a l  a s s i s t a n c e  from a l l  p r i -  
v a t e  and publ ic  e x t e r n a l  sources t o  Argentina i n  t h e  per iod  FY 
1960-64 averaged about $614 mi l l ion .  C a p i t a l  a s s i s t a n c e  author-  
i zed  from non-U.S. sources during t h i s  t ime averaged $243 mi l l ion .  
During t h e  same pe r iod  U.S. p r i v a t e  a s s i s t a n c e  averaged $159 m i l -  
l i o n ,  inc luding bank loans ,  a s s i s t a n c e  by foundations and indus- 
t r i a l  s e c t o r  investment by p r i v a t e  f i rms.  Technical a s s i s t a n c e  
t o  Argentina i s  provided from many sources,  inc luding France, 
Germany, t h e  United Kingdom, Netherlands, Switzerland,  Aust r ia ,  
I t a l y ,  Spain, Japan and t h e  Ford and Rockefe l ler  Foundations. 

U.S. a s s i s t a n c e  i n  FY 1966 i s  based on modest expecta t ions  of 
Argentine se l f -he lp  performance. No c a p i t a l  a s s i s t a n c e  i s  pro- 

CONFIDENTIAL 
grammed. However, Argentine s e l f - h e l p  performance may exceed ex- 
pecta t ions ,  Assuming that an acceptable  development p l an  and 
supporting poIicLe5 w i l l  b e  implemented during FY 19%, t h e  United 
States wctu3.d be prepared t o  p a r t i c i p a t e  i n  a formal or informal 
arrangement wl th  the i n t e r n a t i o n a l  f inancing agencies an& third- 
countries to provide  f i n a n c i a l  support  f o r  such a plan. In t h i s  
eveat, up to $50 m i l l i o n  would be required,  necessitating t h e  use 
o f  Coatlngency Funds or  supplemental funds. 

The proposed U.S. program of $2.5 m i l l i o n  f o r  Technical Coopera- 
t i o n  provides an increase  of $700,000 over FY 1965 f o r  p r o j e c t s  
f o r  improvement o r  establishment of i n s t i t u t i o n s  important t o  
economic and s o c i a l  development, e spec ia l ly  f o r  h igher  education 
and l abor  programs. 

Improved higher education i s  a t op  p r i o r i t y .  Michigan S t a t e  Uni- 
v e r s i t y  i s  he lp ing t o  s e t  up a land grant  col lege-- the  f i r s t  i n  
Argentina. Texas A. & M. i s  advis ing  the  Minis t ry  of Agr icul ture  
on a g r i c u l t u r a l  economics. The Universi ty of Chicago w i l l  con- 
t i n u e  t o  he lp  t h e  Universi ty of Cuyo a t  Mendoza i n  graduate eco- 
nomics. 

C O N F I D E N T I A L  
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Argentina 
( U . S .  F ~ s c a l  Y e a r s  - M ~ l l r o n s  o f  D o l l a r s )  

I - 
POST-WA 

R E L I E F  
PER I 0 0  

1946- 191 
-- 

- - 
- - 

- - 
(-) 
(-) 

- - 
- - - - 
- - - - 

0 .2  

* 

REPAY- 
IENTS AND 
l  NTEREST 

1946- 
1964 

- - - . -- - - .- 
J . S .  O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I O N S  A N D  L O A N  A U T H O R I Z A T I O E  

- 
- 

- 

TOTAL 
L E S S  

REPAY-  
MENTS ANC 

l  NTEREST 

- 

- 

-- 

-- 

- 

-- 

- 

4 s 

TOTAL 

1946- 
1964 

R Y A R S H A L I  1 PLAN 
MUTUAL SECURITY ACT PERIOD 

I FOREIGN ASSISTANCE 
ACT PERIOD P R O G R A M  

PER 1 0 0  

1949- 195 

- 
- - . - 

h l . 0 .  AN0 PREDECESSOR AGENCIES - TOTAL .......... 
L o o n s  .................................... 

,-.- G r a n t s . .  ................................. 

SOCIAL  PROGRESS TRUST FUN0 ................... 
........................... :00D FOR PEACE - TOTAL 

T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ........... 
............ L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

... T I T L E  I  - PLANNED FOR LOANS AND GRANTS. 

............. 1 0 4 c  - G r a n t s  f o r  Common D e f e n s e  
..... 1 0 4 e  - G ~ a n t s  f o r  Economrc D e v e l o p m e n t . .  

1 0 4 e  - L o a n s  t o  P r ~ v a t e  I n d u s t r y  ............. 
.............. 1 0 4 g  - L o a n s  t o  G o v e r n m e n t s . . . .  

T I T L E  I - A S S ' T  FEOM OTHER COUNTRY SALES AGRMT'S  
T I T L E  I I  - EMERGENCY R E L I E F  AND ECON. DEVELOP.. 
T I T L E  I l l  - VOLUkTARY R E L I E F  A G t N C I E S  .......... 
T I T L E  I V  - DOLLAR C R E D I T  SALES. .  ............... 

IXPORT- IMPORT BANK LONG-TERM LOANS..  ............. , 

ITHER U.S. ECONOMIC PROGRAMS.. ................ . . . ,  
TOTAL ECONOMIC ............................. , 

L o a n s .  .................................... 
G r a n t s  ................................... 

..... ll L l T A R Y  ASS ISTAWCE PROGRAM - ( C h p .  t o  APP. ). 
....... ( A d d i t t o n a l  G r a n t s  f r o m  E x c e . * c  S t o c k s )  

ITHER M I L I T A R Y  ASSISTANCE ......................... 
TOTAL M I L I T A R Y  .............................. 

L o a n s .  ................................... 
G r a n t s  .................................... 

TOTAL ECONOMIC AND M I L I T A R Y . . . . .  ............... 
L o a n s  ........................................ 
G r a n t s  ....................................... I 1 

9 Excludee ~'efinanclngs of $72.0 milkLon. Note: Military data for FY 1964 and cumulative through June 30, 1964 are estimates. - 

+ Less than $50,000. 
S I  NO-SOV I  ET  BLOC ASS I STANCE 

..................... 1 9 6 3  I C a l e n d a r  Y e a r i . .  

....................... 1964 ( C a l e n d a r  Y e a r i  

C u m u l a t i v e  T h r u  1 9 6 4  ....................... 

A S S I S T A N C E  FROM INTERNATIONAL AGENCIES 
F Y  1963 F V  196% F Y  1946-64 

IBRD - World Bank . . . . . . .  - lL3.5 
UN Tech. Aes't.  (CY) ... 0.5  0.b 3.8 
UN Special Fund ........ 1.8 1.b 8.2 . . . .  Int ' l .  Flnance Corp. - 8.2 .... Inter-Am. Dsr. Bank 38.8 5.1 77.8 
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Bolivia - GENERAL ECONOMIC DATA 

BASIC DATA 

....... Population (millions - mid-1964) 

. . . . . . .  Annual Growth Rate (percent). 

Area (1 000 square miles) . . . . . . . . . . . .  
Population Density per square mile. ... 

Agricultural Land a s  % of Total Area . . . .  
Percent of Population in Agriculture . . .  

............ Life Expectancy (years)  
People per Doctor. ................ 

. . . . . . . . . . . . .  Literacy Rate (percent) . . . . . . .  Pupils a s  Percent of Population. 
(Primary G Secondary) 

( M ~ l l m r  
1962 Prlces 

BOLIVIA - GROWTH TRENDS 
I R D ~ D  -1.) 

- -  - - -- - 
I 

*Sum of Net Fore~gn BoIonca 8 Somqs 

400 ' 1 . 1  1 _ I  1- I 1 
1957 1958 1959 1960 1961 1962 1963 1964 

.- 

;ROWTH INDICATORS 
Total GNP f in  1962 prices; I millions/* .......... 

. . . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savinqs a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance a s  % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Agricultural Prod. Index (1 952->4= 100) 
. . . . . . . . . . . . . . . . . . . . . . . .  Index per Cap~ta ........................ Corn ( 1,000 MT) 

.......... Petroleum Production (1,000 MT) 

NTERNATIONAL TRADE ( I  millions) 
...................... Total Exports (1.0.6.) .  

Tin (c.i.f.) .......................... 
Total Imports ( c . i .  f.) . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

. . . . . .  ~ L D  & FOREIGN EXCHkNGE . . ..... 
. . ......... ZOST OF LIVING INDEX (1958= 100) .  

ZENTRAL GOVERNMENT FINANCES * 
(FY Ending December 31) 

Total Expenditures ....................... 
(Defense Expenditures). ................... 

. . . . . . . . . . . . . . . . . . . . . . .  (Capital Oul lays) .  

Total Damest~c Revenues .................... 
A s  percent of G N P .  ...................... 

. . . . . . . . . . . . . . . . . . . . .  Def~cit (-) or Surplus (+) 

* Converted a t  12 pesos per U.S. dollar.  

Calendar Years 
196 1 - - 1962 - 1963 

144 152 157 

- Million Dollar Equivalents - 

1964 Est.  

660 
159 

13 
53 
6 

162 
127 
300 

430 

80 
( 74) 
lo4 
T 

22 .4(~ug. , )  

1 65 
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PROGRAM SlMMARY 

(1n millions of dollars)  
Fy 1964 1965 FY 1966 
Actual Estimated Proposed 

Development Loans 42.5 
Technical Cooperation 
Supporting Assistance 
Cont ingency Fund 

Total A. I.D. Assistance 60- 3 19.7-24.7 &b?n-& 
A 

7 

the .pooremt and'mwt primltlm cauntrles in 
in America. Its po l i t i ca l  and economio instability maker 

m weak, retard8 drnlaparmt, an4 1ncra.aer ~~U.ncrdbllltg 
l e f t  wtxqg Caonmxniat presmrres. From experience 

ing recent years of involvement i n  Bolivlan development 
problems, a clear U.S. assistance policy has been evolved which 
direct ly re la tes  external aid t o  Bolivia's performance not only 
with regard t o  specific projects, but also t o  i t s  e f for t s  i n  the 
ent i re  econamic sector t o  which the projects are related. Under 
t h i s  sectoral approach t o  Bolivia's problems and potential,  A.I.D. 
development aseistance i s  conditioned on such key self-help 
ef for t s  as: 

Increasing financial discipline through consolidation of the 
budget and finances of government ministries and semi- 
au tonmus s t a t e  enterprises into a single public sector 
budget J 

Eliminating budget operating expense defici ts  i n  the public 
eector ; 

Stimulating the mining sector through improvements i n  COMIBOL, 
the national mining enterprise; restoration of c i v i l  authority 
i n  the  mining areas; reorganization of the mining bank, and 
passage of a new private mining code as a stimulus t o  private 
sector growth; 

Liberalizing restr ict ions on private investment and issuing 
an improved private investment code; and 

Devoting increased resources t o  rura l  development and highway 
maintenance ac t iv i t ies ,  while concentrating on projects of 
highest priori ty.  

CONFIDENTIAL 

With the assumption of power by a Military Junta early i n  
November, aid programs were suspended for  approximately one 
month and then gradually resumed. The Junta has indicated it 
w i l l  play a 1imite.d t r a n s i t i o ~  role u n t i l  elections are  held 
i n  May of 1965 and the government reverts t o  c iv i l ian  rule i n  
August. Mirraarer, the Junta' 
Llmftad -13 I t s  ener.glem ulll 
bounCierlng thr&e t o  Its ex% 
for the forth+?- electlans 

Achievement, Self-Help, the Role of Other Donors 

Since 1962, Bolivia's efforts  have contributed to: ( a )  an 
estimated 5$ growth r a t e  i n  1963 and 1964; (b) a limited restora- 
t ion  of gold and foreign exchange reserves; (c )  steadily increas- 
ing revenue collections; and (d)  a continuously declining need 
for  U.S. budget support. This relat ive progress must be viewed 
against the decline i n  Bolivia's economic output from 1952 t o  
1958, iasufficient progress in the r&abllitation of the mining 
rector, elow govcrrnnent s f t i on  m a d r r  of other bporttmt 
problems, and the continuiag 8-r o f  Camnuniet pressure. 

New lands are being opened i n  potentially rich lowland areas i n  
order t o  absorb the Indian population s t i l l  pressing on the 
meager resources of the barren highland plains. The highway 
program i s  progressing, though i t s  f'urther extension w i l l  require 
government measures t o  improve, consolidate and finance I t s  road 
maintenance organization. 

With the  reorganization of the Agricultural Bank and through the 
assistance of Development Loans, credi t  i s  now beccrming available 
t o  small Bolivian farmers who formerly had no recourse but t o  
accept ueurioue t e r m .  In cooperation with a U.S. advisory team 
during the past year, the government has begun the reorganization 
of the Mining Bank, an essential  step i n  the development of the 
private mining industry i n  Bolivia. 

The agreement reached during 1964 between an American o i l  
company ( ~ u l f )  and the Paz Government regarding private 
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participation in the development. of Bolivia's petroleum resources 
should lmprare the investment clFmate somewhat a s  well as  increase 
foreign exchange earnings. This agreement has been reaffirmed by 
the Junta. 

DHpIt. the b 8 ~ p r l a ~ e  O f  JUBb in th- p m  pods, 
there have been encouraging indications of t he i r  willingness t o  
take some desirable developmental actions. These include the 
consolidation of the  public sector budget and the placement of 
qualified high an8 middle-level technicians i n  important govern- 
ment economic post s. 

With the $15 million International Development Association (IDA) 
credit  for  the Corani power plant and distr ibut ion system and for  
the  new privately-amed power f a c i l i t i e s  i n  La Paz, the World 
Bank fo r  the f i r s t  tfme became involved i n  the Bolivian develop- 
ment e f for t  during 1964. IDA may also carry out studies i n  the 
fields of t rampor t  and l ivestock development. 

To date, loans to ta l ing  $37.8 million have been made by the Inter- 
American Development Bank (IDB) together with $800,000 in tech- 
n ica l  assistance grants. West Germany has provlded w e r  '$8 
million in assistance financing, concentrated mainly i n  the areas 
of mining and geology. The United Kingdom continues t o  finance 
technical assistance in t ropica l  agriculture and is considering a 
loan for  COMIBOL. The UN i s  presently praviding 60 technicians 
i n  a variety of fields. 

CONFIDENT IAL 

magnitude of the program w i l l  depend on the extent t o  wfiich that  
government is  able and willing t o  make the self-help ef for t s  
called for i n  the development strategy. 

Bg a cQiblnatlon of techaioal arrailstame and the l e ~ ~ k a g e  created 
by aapltsl a d  and by direct [though reducad) budget aupport, 
A.I.D. wlll continue t o  help the Bolivian Government move toward 
the goal of financial consolidation and administrative reorgani- 
zation of the public sector. Capital assistance finds may also 
be devoted t o  the transportation sector t o  continue programs 
designed to integrate the country economically and socially and 
open new areas for  colonization and agriculture. 

Provided the Bolivian Government and the national mining enterprise 
f u l f i l l  their  commitments t o  establ ish c i v i l  authority i n  the 
mining area, and take other necessary steps, it is  contemplated 
tha t  the three financing partners of Operation Triangular 
(~ermany, IDB and A.I.D.) w i l l  provlde loan finds for  a reorgani- 
zed management system, additional equipment and spare parts. 

Capital assistance is expected t o  be used i n  the areas of trans- 
portation, mining and agricultural development. U.S. Technical 
Cooperation w i l l  help the Government i n  consolidating the 
administration of its rura l  development programs. It should 
also help develop be t t e r  marketing system, promote domestic 
and foreign private investment, t r a i n  non-Communist labor union 
leaders and imprave the efficiency of governmental operations. 

Necessary budget support wi l l  be continued, but on a reduced 
leve l  which w i l l  permit the orderly reduction and consolidation 
of public pqmolls vlthout di.srtrou8 $oW,tiod repermumiom. 

C O N F I D E N T I A L  
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. - - - - - . .-- - - 
:AS L O A N S  A N D  G R A N T S  - N E T  O B L l  G A T l O  - 

-- . - 

PROGRAM 

REPAY- 
MENTS AND 

l NTEREST 

TOTAL 
LESS 

REPAY- 
MENTS AND 
l NTEREST 

282.3 - 
79.1 

203.2 

11.2 

67 .L - 
(32.8) 
(5.6)  

26.9 - - - 
3.9 

22.8 

- 
20.1 
16.1 
L.3 

7 .I 

llr.7 

382.8 - 
128.5 
2% .1 

10.9 
(1.5) 

- 

10.9 - 
10.9 

A N D  L O A N  A U T H O R I Z A T  

FOREIGN ASSISTANCE 
ACT PERIOD 

MUTUAL SECURITY ACT PERIOD 

A.-L,.D. AND PREDECESSOR A G E l C l  ES - TOTAL.. ......... 
..................................... L o a n s  

G r a n t s  .................................... 
SOCIAL PROGRESS TRUST FUND ........................ I -  I - 
FOOD FOR PEACE - TOTAL.. .......................... I- I *  

............ T I  t l e  I - ( T o t a l  S a l e s  Agreements)  (-) 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............. 

T I T L E  I  - PLANNED FOR LOANS AND GRANTS.. ........ , - - - 
1 0 4 c  - G r a n t s  f o r  Common Defense .............. - - 
104e - G r a n t s  f o r  Economic D e u e l o p m e n t . .  ...... - - 
104e - Loans t o  P r i v a t e  I n d u s t r y  .............. - - 
104g - Loans t a  G o v e r n m e n t s . . . . .  .............. - - 

T I T L E  I - ASS'T FROM OTHER COJWTRY SALES A W U T ' S .  - - 
T I T L E  I I - EMERGENCY REL l EF AND ECOH. GtVELOP. .  . - - 
T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES. .......... - 
T I T L E  I V  - DOLLAR CREDIT SALES.. ................ - - 

EXPORT-IMPORT BANK LONG-TERM LOANS ................ 1 3.0 1 16.3 

OTHER U.S. ECONOMIC PROGRAMS.. m . . . . . . . . . . . . . . . . . .  .) 1.2 1 1.b 

G r a n t s  .................................... 1.2 

...... M I L I T A R Y  ASSISTANCE PROGRAM - (Chg. t o  APP. )  
( A d d ~ t i o n a l  G r a n t s  from Excess S t o c k s )  ....... 

""1 7.1 e? 

OTHER M I L I T A R Y  ASSISTANCE ......................... 
.............................. TOTAL M I L I T I R Y  A 

Loans ..................................... - - 
G r a n t s  .................................... - - 

TOTAL ECONOMIC AND M I L I T A R Y  .................... h.2 19.2 - - 
Loans ........................................ 16.3 
G r a n t s .  ....................................... ::: I 2.9 

k Less than $50,000. 1 
- 

e: Military data for FY 1964 and cumulative through June 30, 1964 are estimates. 

I ASSISTANCE FROM INTERNATIONAL AGENCIES 
.................... S I NO-SOV I ET BLOC ASS l  STANCE 

Y 9 F Y  9 F* 1946-64 I 1 1 9 6 3  ( C a l e n d a r  Year ] . . .  - I 
... UN Tech. he't. (CT) 0.7 0.7 6.0 

UN Special Fund ........ 1.5 - 3.0 .... Inter-Am. Dev. Bank 7.5 1.1 23.1 

...................... 1 9 6 4  ( C a l e n d a r  Y e a r ] .  - 
................... C u m u l a t i v e  T h r u  1 9 6 4 . . . . .  
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Brazi  I - GENERAL ECONOMIC DATA 

BASIC D 4 T A  

. . . . . . .  Population (mi l l ions  - mid-1964) 79.7 

. . . . . . .  Annual Growth Rate (percent ) .  3.1 

............ Area (1000  square m i l e s )  3,280 
. . .  Population Density per square mile. 24 

~&icultural  Land a s  % of Total Area . . . .  15 
Percent of Population in Agriculture ... 51 

. . . . . . . . . . . .  Life Expectancy ( y e a r s )  53 
People per Doctor. ............ ; . . .  2,300 

............. Literacy Rate (percent )  50 
Pupils a s  Percent of Population. . . . . . . .  12 

(Primury G Secondary) 

- - -  

L B~ll~onr BRAZIL - GROWTH TRENDS 

Avo~loble Resources 

p.,... 
'Sum of Net Fonqn Baloflca fl Somqs 

jROWTH INDICATORS 
Total GNP ( in  1962 prices: f millrons,* . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP (do l lars )  

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance a s  % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Agricultural Prod. Index (1  952-54 = 100) 
. . . . . . . . . . . . . . . . . . . . . . . .  Index per Capita ................. Rice, Rough (1,000 MT) 

Manufacturing Production @@ex (1958-100) 

NTERNATIONAL TRADE ( 1  mil l ions) 
. . . . . . . . . . . . . . . . . . . . . .  Total Exports (1.0.6. ). 

Coffee ...... .......................... 
Total Imports (c. i. 1.)  . . . . . . . . . . . . . . . . . . . . . . .  

. ...................... Trade Balance 

IOLD & FOREIGN EXCHANGE ( ' " ~ ~ { J ~ ~ ~ ) .  . . . . .  

........... COST O F  LIVING INDEX (I %8= 1 0 0 ) .  

ZENTRAL GOVERNMENT FINANCES * 
(FY Ending December 31) 

Total Expenditures . . .- . . . . . . . . . . . . . . . . . . .  
(Delense  Expenditures) .  ................... 

. . . . . . . . . . . . . . . . . . . . . . .  (Capital  O u t l a y s ) .  

Total Domestic Revenues .................... 
A s  percent o /  C N P  ( i n  current prices) ..... 

Deficit (-) or Surplus (+) . . . . . . . . . . . . . . . . . . . . .  

Calendar Years  
1961 - - 1962 - 1963 

521 439 376 

256 390 684 

- Mtlfion Dollar Equiualents - 
(Rev .  

1963 1964 Bud.) 1 9 6 ( ~ u d n e t  ) 

*Converted a t  the 1962 effect ive  exchange r a t e  of 390 cruzeiros per U.S.  dollar.  
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(1n mil l ions  of do l la r s )  
FY 1964 Fi 1965 Fi 1966 
Actual Estimated Proposed 

Development Loans 115.4 200.0 ~ 230.0-300& 
Technical Cooperation 15.5 14.7 13.4 
Contingency Fund (Emergency Support 
~ o a n )  50.0 xxx XXX 

Total A.I.D. Assistance 

U.S. Objectives and Assistance Policy 

U.S. assis tance t o  Brazil  i s  intended t o  strengthen exis t ing 
democratic i n s t i t u t i o n s  by bols ter ing s tab i l i za t ion  e f f o r t s ,  
stFmulating vlgorous pr ivate  sector growth, and promoting soc ia l  
and economic reforms and development. Since the  change of govern- 
ment l a a t  year, t h i s  has become one of the  major A . I d P .  supported 
general development programs. 

Short-term goals include: ( a )  reduction of i n f l a t i o n  and budgetary 
def ic i t s ;  (b)  balance-of-payments Fmprovement; ( c )  res to ra t ion  of 
an acceptable economic growth rate;  (d )  development of responsible, 
democratic leaders i n  t rade unions farmcrb &r pro-Coammmiat 
dt&~~&im$ and (e )  abatement of the  problems a r i s ing  from a 
rapidly growing population, economic d i s t r e s s  and chronic poverty, 
especial ly  i n  the  po ten t ia l ly  explosive Northeast. 

Longer-term objectives are  directed toward: ( a )  development and 
maintenance of a high r a t e  of economic and social  progress under a 
democratic system and a s tab le  economy; (b) greater ymth a@& labar 
orientation aww fx-arm leftist %xt;reraim; {o )  lrtrengkhening o f  
democratic ortentskion and ilrlenbship for  the VnitttS %&es mong 
trhe milit&?y; (d)  increased sympathetic understanding of t h e  United 
States  and i t s  f ree  enterpr ise  system; and ( e )  continued support 
f o r  the  Alliance f o r  Progress. 

Uzlderssins; the above i r  the gua3, o f  colltinufng asta s trengthahg 
t h e  presenZ anti-C-ist, pro-Western Bmailit~n fatorsign policy, 
bobh hemispheric a d  world-vide. 

Background 

m e  Brazi l ian e c o n m  continued t o  deter iorate  i n  l a t e  1963 and 
e a r l y  1964. In f la t ion  reached a r a t e  of about 80$ i n  1963 and rose 
during the f i r s t  quar ter  of 1964 t o  an estimated r a t e  of 140%. 

i CONFIDENTIAL 

Economlc grarth,  which had averaged from 6 t o  7% per year f o r  
nearly a d e c d e ,  f e l l  t o  l esa  than 2$ i n  1963. Per capi ta  GNP 
actual ly  declined. Pr ivate  foreign investment, which had played 
a key ro le  i n  Brazilian growth during the  1950'8, v l r t u a l l y  
ceased i n  1963. Faced with a heavy schedule of external  debt 
service payments which it could not meet, the  Government w a s  i n  
a v i r t u a l  s t a t e  of banknptcy. The k&tiltan Congrdmn marly 
par-ed. Comuzunisfill imtra tccd  d q l y  into rcrparal iqmstnU% 
govermrant agencies a& into organlead labor. 

Coming t o  parer I n  mid-April 1964, without advance notice or 
preparation, the  Castello Branco Adminiatration haa acted with 
in te l l igence  and determination i n  working toward developing and 
s t a b i l i z i n g  the  Brazilian economlc and soc ia l  order along the  
l i n e s  of the  Punta de l  Este Charter. 

The Castello Brehco Administration i s  the  most e f fec t ive  i n  
Brazil 's  recent history. It has acted i n  a s p i r i t  of moderation 
and responsib i l i t y  . Although it took g6RCIX by l ld l iksg  . 
a,ud i r  hadled by a I?unmx Isilitury aff3eer, the  Government i s  
operating through democratic ins t i tu t iona  on all levels .  It has 
succeeded i n  enacting basic  reform measures h i the r to  only talked 
about by Brazilian leaders.  

A.I.D. Policy 

Success of the  Brazilian government's stabilization-developent- 
reform program i s  essential t o  convince the  Brazilian people t h a t  
t h e i r  countrv can best  d e v e l o ~  under the  - o r i n c i ~ l e a  of the  Alliance 

elements to discredit the AdBlinimtration'a grOgMmsf'PI grria*tpXes -- 
tlemacracy, f ree  enterpriee,  hemispheric solid8.rity9 aatf-aOBBllZi- 
niaa - and to  regain power for thrmrselmr. 
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Therefore, t h e  United States w i l l  cooperate with and support t h e  r a t e s  should reduce the d e f i c i t s  of government corporations such 
Castello Branco Government as  it moves forward under t'ne Alliance. a s  ra i l roads.  Some public corporations a r e  scheduled t o  be even- 
The United S ta tes  will  continue t o  encaurage the adoption of t u a l l y  t raneferred t o  t h e  pr ivate  eector. 
necessary s tab i l i za t ion ,  developent  and reform ef for t s .  

Legislation already enacted by the  new administration includes 
Achievement, Self-Help, t h e  Role of Other Donors 

One of the  f i r s t  a c t s  of the  Castello Branco Administration was t o  
e levate  t h e  economic planning function t o  t h e  minis ter ia l  level .  
The new plan of econcrmic and f inanc ia l  action c d l s  f o r  an increase 
i n  t h e  gruw-th r a t e  t o  6% i n  1965, and t o  7% i n  f i t u r e  years. The 
plan -- generally endorsed by t h e  U.S. government and Inter- 
American C m i t t e e  f o r  the  Alliance f o r  Progress (CIAP) -- i s  the  
bas i s  f o r  much of the  U.S. ass is tance program. The Brazilian 
Government is a l so  developing longer-range planning t o  l ay  the  
foundations f o r  growth beyond 1966. 

The short-term plan c a l l s  f o r  the  reduction i n  the  annual r a t e  of 
in f la t ion  t o  25 or 30% In 1965 and t h e  achievement of r e l a t i v e  
p r ice  i n f l a t i o n  s t a b i l i t y  by l a t e  1966. Major measures include: 
( a )  reduction i n  the  federal  government's budgetary d e f i c i t  by 
increasing t a x  revenues and reducing expenditures; (b)  establish- 
ment of l h i t s  and controls over lending by pr ivate  banks and the  
Bank of Brazil; ( c )  pursui t  of a wage policy designed t o  maintain 
s t a b l e  r e a l  wages; and (d)  increasing agr icul tural  productivity 
by grea t ly  l i b e r a l i z i n g  agr icu l tu ra l  credi t .  

New institutions created with t h e  l o c a l  currency proceeds of pro- 
gram loans w i l l  increase t h e  a v a i l a b i l i t y  of c red i t  f o r  small and 
medium industry, small agr icu l tu ra l  producers, and private  home- 
amers .  To encourage foreign pr ivate  cap i ta l ,  t h e  administration 
has l ibe ra l i zed  p r o f i t s  remittance res t r i c t ions ,  completed negotia- 
t i o n s  f o r  t h e  purchase of the  American and Foreign Power Co. prop- 
e r t i e s ,  and indicated willingness t o  enter  in to  an investment 
gu;uaranty agreement with the United States .  

Strong x a s u r e s  are  being taken t o  reduce t h e  balance-of-payments 
d e f i c i t s .  The exchange r a t e  has been freed from a r t i f i c i d  r e s t r i c -  
t ions ,  thereby s t h m l a t i n g  exports. Export controls have been s h -  
p l i f i e d  and s t a t e  government sa les  and transactions taxes on exports 
have been abolished. The Brazi l ian t a x  system i s  expected t o  be 
overhauled t o  p r w i d e  m h e r  revenue increases, and through t a x  
c red i t s ,  t o  s t h m l a t e  indus t r i a l  expansion. A high l e v e l  in te r -  
agency cammission i n  the  Ministry of Finance plans t o  exercise 
budget control.  

Eliminating w a s t e r n  operations and increasing t r a f f i c  volume and 

measures on agrarian reform, the  establishment of a National 
Housing Bank, and the  modernization of t h e  banking system. In 
t h e  f i e l d  of education, government plans include a s i x  year pro- 
gram of expansion of primary and secondary education f a c i l i t i e s  
t o  reduce i l l i t e r a c y  from the  present 50% leve l  t o  20%. 

It i s  i n  the  U.S. in te res t  t o  mobilize support and assistance 
from other sources. Brazil  has received external support fo r  i t s  
s t a b i l i z a t i o n  program from t h e  internat ional  lending i n s t i t u t i o n s  
and from i t s  credi tor  countries.  The leve l  of support from these 
i n s t i t u t i o n s  and countries i s  expected t o  be substant ia l ly  greater  
than i n  the  recent past .  The Ex-& Bank has rescheduled Brazilian 
Government debts f a l l i n g  due i n  1965 in  the  amount of approximately 

technical  ass is tance and the West German Government i s  providing 
c a p i t a l  assistance as well. 

A pogx9la lo&n of $I% mill ion w i l l  m h e r  a s s f a t  i n  f lna tno ia  
s tab2l ias t fon by penaitting t h e  inmporka2tcu~ o f  essential, rtapikat 
gaods and Mwtri&i rr9 wteria;la, 4 making l o c d  c?urredcy 
avrtdlab1.e fa essen t ia l  investment i n  crdit t o  prim.%@ businsea 
flnns an8 in the public sector.  Mabursemnts WILL be made, as in 
t fxd  FY 1965 progreua Loan, i n  accoz4ance wlth Br.a~iliran perfc9~twnc4 
i n  6tebbilZaation and ref om, 

F'roject Loans of $80 million, supplemented by P.L. 480 loca l  
currency, a r e  expected t o  be made f o r  e l e c t r i c  parer,  highways, 
agr icu l tu ra l  c red i t  ins t i tu t ions ,  development banks, f e a s i b i l i t y  
studies,  and f o r  pr ivate  industry. 
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Technical Cooperation programmed a t  $13.5 mil l ion w i l l  help over- 
come s p e c i f i c  i n s t i t u t i o n a l  bottlenecks Fmpeding the  Brazilian 
development process. With U. S. governmental and pr iva te  a s s i s t -  
ance, reforms a r e  being carr ied out i n  such areas as  t a x  collec- 
t i o n  and aaministration, resource a d  cadastra l  surveys, land 
t r a n s f e r  f a c i l i t i e s ,  and housing. Ut i l iz ing U.S. Department of 
Agriculture and contract technicians, a cooperative agr icu l tu ra l  
program with t h e  Ministries of Planning and Agriculture w i l l  help 
ra t iona l ize  t h e  pr ice  s t ructure ,  expand production, and improve 
marketing f a c i l i t i e s  f o r  foodstuffs.  

C O N F I D E N T I A L  

Extensive program are  t o  be carr ied out a t  the  elementary, 
secondary, and higher education l eve l s  t o  a s a i s t  t h e  Brazilian 
government i n  reshaping t h e  educational s t ruc ture  t o  meet the  
needs of a deve1qpin.g society. Assistance on a contractual bas i s  
i s  being received from such U.S. un ivers i t i e s  as  Purdue, Wiscon- 
s in ,  Michigan and Ohio State.  The American I n s t i t u t e  f o r  Free 
Labor Development (AIFLD) w i l l  continue t o  a id  t h e  substant ia l ly  
expanded post-revolution labor program. Local currency loans and 
granta a r e  earmarked f o r  r u r a l  labor  centers  i n  t h e  Northeast and 
union housing i n  major urban centers. Food f o r  Peace cammoditlea 
under T i t l e s  I1 and 111, worth $70 million, w i l l  be provided fo r  
anlmal feed, colonization projects ,  and an expanded school lunch 
program. 

C O N F I D E N T I A L  



Brazil 
( U . S .  F ~ r c a l  Y e a r s  - M ~ l l ~ o n s  o f  D o l l a r s )  

R E P A Y -  
AENTS AND 
I N T E R E S T  

1 9 4 6 -  
1 9 6 4  

S 

T O T A L  
1 9 4 6 -  
1 9 6 4  

T O T A L  
L E S S  

R E P A Y -  
dENTS  AND 

l  N T E R E S T  

U . S .  O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I D  
- 

A N D  L O A N  A U T H O R I Z A T  

F O R E I G N  A S S I S T A N C E  
ACT P E R I O D  

'OST-WAR 
R E L I E F  
P E R I O D  . . 

1946- 1948 

- 

ARSHAL I  
P L A N  

PER 1 0 0  

949 -  195  

2.6 - 
- 

2.6 

- 
- 

MUTUAL  S E C U R I T Y  ACT P E R I O D  P R O G R A M  

L . I . D .  AND PREDECESSOR A G E N C I E S  - TOTAL  .......... 
L o a n s  ................................... 
G r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

i O C l A L  PROGRESS TRUST  FUHD. . . . . . . . . . . . . . . . . . . . . . .  
:00D  FOR P E A C E  - T O T A L  ........................... 

........ . T c t l e  I  ( T o t a l  . S a l r s  A g r e e m e n t s )  

C e s s :  ( P l a n n e d  f o r  U.S. U s e s )  ......... 

. . . . . . . . . . . . .  1 0 4 c  - G r a p t s  f o r  Coamon D e f e n s e  
1 0 4 e  - G r a n t s  f o r  E c o n o m r c  D e v e l o p m e n t . .  . . . . .  
1 0 4 e  - L o a n s  t o  P r t v o t r  I n d u s t r y  . . . . . . . . . . . . .  
1 0 4 g  - L o o n s  t o  G o v e r n m e n t s  .................. 

T I T L F  I - A S S ' T  FROM OTHER COUNTRY S A L E S  A G R M l ' S  
T I T L E  l  I - EMERGENCY R E L I E F  AND ECON. DEVELOP. .  
T I T L E  I L I - VOLUNTARY R E L I E F  A G E N C I E S . .  ........ 
T I T L E  I V  - D O L L A R  C R C D I T  SALES . .  . .............. 

EXPORT- IMPORT BANK LONG-TERM LOANS.  . . . . . ......... 
a/ 

I T H E R  U.S. ECONOMIC  PROGRAMS.: . .................. 
T O T A L  ECONOMIC  ........................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o o n s  
G r a n t s  ............................... 

4 I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  APP.  ). .... 
( A d d 1  t t o n a l  G r a n t s  from E s c e s s  . S d o c k s ) .  ..... 

DTHER M I L I T A R Y  A S S I S T A N C E . .  . . . . . . . . . . . . . . . . . . . . . .  
............................. T O T A L  M I L I T A R Y  

L o a n s  .................................... 
G r a n t s  ................................... 

T O T A L  ECONOMIC  AND M I L I T A R Y  ................... 
L o o n s  ....................................... 

...................................... G r o n t s  
- - 

a/ Includes $22.5 million Surplus Property Credits and $16.3 million Defense Mobilization Developmnt. b/ Does not include refinancings of $3&.8 milllon i n  FP 1961 and - 

J 
Less than $50,000. 

A 5 S S T A N C E  FROM I N T E R N A T I L N A L  A G E N C I E 5  

F Y  1 9 4 6 - 6 4  

267.0 ... UN Tech. Ass't. (CY) ........ IRY Special Fund 2.6 1.6 7.8 
Inter-Am. Dev. Bank .... 18.6 26.6 88.1 ... Int ' l .  Flnance Corp. 10.1 

Note: Ml l i t a ry  data  f o r  1764 and cumdat ive  throdgh June 30 ,  1964 a r e  es t l rns tes .  84 

$85.9 million in FY 196L. 
S I N O - J O V I E T  BLOC A S S I S T A N C E  

...................... 196: [ C a l e n d a r  Y e a r ) .  - 
....................... 1 9 6 4 t C a l e n d a r Y e a r )  - 

C u m u l a t v e  T h r u  1964 ....................... 183 
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Central American Economic Community - Basic Data 

CUBA 

ru,,,,, CENTRAL AMERICA - GROWTH TRENDS 
1962 PrlCS _-._ - -- - -  
(RDtl. ~ d . 1  

I 

Costa Rica El Salvador Guatemala Honduras Nicaragua 
BASIC DATA ....... Population (millions - mid-1964) 1.4 2.8 4.2 ......... Annual Growth Rate (percent) 4.0 .................... Area (1,000 sq.mi.) 20 

Agricultural Land ($ of t o t a l  area) . . 20 
Life Expectancy (years) ................ 58 ................ Literacy Rate (percent) 88 ...................... People per Doctor 2,580 

INTERNATIONAL TRADE ($  millions) 
1963 - 

Exports(f.0.b.) ....................... 96 ....................... ~mpor t s  (c. i. f. ) 124 
Trade Balance ........................ -28 

....................... 1 6 o r t s  (c.1.f.) - 135 
Trade Balance ........................ -25 

.......................... Major Exports Coffee 
$ of 1961-63 Exports ................... 51 

GOLD & FORETGN EXCHANGE ($ millions) ........................ September, 1963 20.ka 
September, 1964 ........................ 19.3a 

a - August. 

3.2 
8 

58 
58 
48 

4, goo 

154 
152 - 
+2 

165 
175 - 
-10 

Coffee 
55 

45.0 
47.2 

3.0 
42 
19 
44 
30 

4,130 

148 
166 x! 
157 
180 - 
-23 

Coffee 
57 

58.7 
63.1 

Bananas Cotton 
42 37 

TRENDS FOR THE ECONOMIC COMMUNITY - 1960 

.................. Population (millions) 10.6 
Gross Natl. Prod. ($ mill; 1962 prices).  2,747 
Per Capita GNP (dollars) ............... 
Production: 

258 

Agricultural Inhex (1952-54=100) ..... 135 .................... Cement (1,000 MT) 270 

Trade: ($ millions) 
Exports .............................. 439 .................... Intra-Community (30) .............................. Imports 514 
Trade Balance ....................... -75 

627 
(n. a. ) 
715 rn 



CJ3NTRAL AMERICAN ECONOMIC COMMUNITY 

U.S. Objectives and Assistance Policy 

SCtwCnl areas are SECURITY  CLASSIF IED  and 

must not be divulged to unauthorized individuals. 

A l l  other materiol is  unclassified. 

The f i v e  countries of the  Central American region a re  firmly 
comrmitted t o  t h e  Central American Economic Camrmznity. Recognizing 
t h e  inherent weakness of t h e i r  individual e c o n d e s ,  they have 
made a canrmitment of w i l l  and resources t o  a program f o r  the  
in tegra t ion  and eventual, e c o n d c  un i f i ca t ion  of t h e i r  countries. 

In  1958, Guatemala, E l  Salvador, Honduras and Nicaragua r a t i f i e d  a 
t r e a t y  c a l l i n g  f o r  t h e  gradual establishment of a Cammon Market 
over a t e n  year period. This process was dramatically accelerated 
i n  1960 by a second t r e a t y  based on a unique premise -- Fmmediate 
e l lminat ion of intra-regional t a r i f f  b a r r i e r s  a f fec t ing  95$ of t h e  
area '  a agr icu l tu ra l  and indus t r i a l  production (over 1,200 items), 
and a gradual reduction of t a r i f f s  on t h e  remaining c d i t i e s  
(57 items) t o  be completed by 1966. In  September 1963 Costa Rica 
adhered t o  both t r e a t i e s .  

To Implement economic integrat ion,  t h e  Central Americans estab- 
l i shed  a nqmber of regional ins t i tu t ions .  The most important a re  
t h e  Permanent Secretar ia t  f o r  E c o n d c  Integration (sIEcA) located 
i n  Guatemala City, and the  Central American Bank f o r  E c o n d c  
Integrat ion (CABEI), i n  Tegucigalpa. 

The United States  i s  giving encouragement t o  the accelerat ion of 
t h e  in tegra t ion  movement, as a framework within which t h e  f i v e  
Central  American countries can grow and develop, In  July 1962 
A.I.D. es tabl ished a Regional Office f o r  Central America and 
Panama. (ROCAP) t o  provlde l i a i s o n  with t h e  regional ins t i tu t ions .  

The f i v e  countries individually,  however, s t i l l  face subs tan t ia l  
economic and soc ia l  problems, These problem are  aggravated by 
t h e  f a c t  t h a t  the  GNP has, u n t i l  recently,  barely kept pace with 
an exploding population (more than 3$ per amum). The production 
of basic  food crops (corn, beans and r i c e )  i s  lagging behind t h e  
growth i n  population. Inadequate government revenue, serious 
shortage of sk i l l ed  personnel i n  both t h e  public and pr ivate  sector,  
and lack of continuity i n  planning and execution of government pro- 
gram~, a r e  major probleme throughout t h e  region. 

Moreover, there  a re  substant ia l  Investment costs involved i n  t h e  
process of regional in tegrat ion toward which member countries must 
make increasing contributions. Uneven or unequal growth w i l l  

so, and f a i l u r e  to  meet, with suf f i -  diminish t h e i r  a b i l i t y  t o  do 
c i e n t  speed, national soc ia l  
p o l i t i c a l  s t r e s s  which would 
goal. 

and economic needs may give r i s e  t o  
a l so  hinder t h e  achievement of t h e  

Achievement, Self-help, the  Role of Other Donors 

CONFIDENT lAL 

The i n i t i a t i v e  which the f i v e  countries have taken i n  creat ing a 
C m o n  Market and i n  moving t o  es tab l i sh  a Central American 
E c o n d c  Community i s  a unique example of self-help.  One resu l t  
of t h i s  e f f o r t  has been a doubling of t r ade  among t h e  f ive  Central 
American countries as  a resu l t  of t h e  reduction of t r ade  bar r ie r s ,  
from about $30 mil l ion i n  1960 t o  over $65 mil l ion i n  1963. 

Economic integrat ion involves more than the  creat ion of a common 
i n t e r n a l  market. Evidence of the  broad scale  of the  movement i s  
establishment of the  Central American Bank f o r  Economic Integra- 
t ion ,  in tegrat ion of the  f ive  nat ional  un ivers i t i e s  i n t o  a 
regional system and, more recently -- i n  February 1964 -- f o p -  
t i o n  of the  Central American Monetary Union. 

Indeed, t h e  r a t e  a t  which the  Central American Economic C o m i t y  
i s  actual ly  being achieved has surpassed previous expectations. 
Plans a re  wel l  under way f o r  a regional system f o r  supervised 
home mortgage financing, a regional t ransporta t ion system and a 
regional teleccmmnmications network. The f i r s t  s teps  toward sub- 
s t a n t i a l  increases i n  land t a x  revenues have been taken with 
regional support; and the countries a re  beginning t o  formulate 
uniform agr icu l tu ra l  po l ic ies  t o  f a c i l i t a t e  agr icu l tu ra l  t rade 
within t h e  region. 

Recently the  f i v e  countries agreed t o  make an i n i t i a l  contribution 
of $1 mil l ion each t o  a Fund f o r  Central American Economic Inte- 
grat ion and accepted t h e  pr inciple  t h a t  such contributions be 
u t i l i z e d  on a mul t i l a te ra l  bas i s  throughout the  region. The Fund 
i s  an Important forward s tep  i n  regional integration, since the 
costs  of regional infras t ructure  projects ,  of mutual benef i t  t o  
a l l  countries,  would be d i s t r ibu ted  unevenly among them i f  under- 
taken on an individual basis.  

The existence of regional i n s t i t u t i o n s  f a c i l i t a t e s  contributions 
by other lenders, which i n  FY 1966 may include Inter-American 
Development Bank (IDB), IBRD, Ex-Im Bank, West Germany and Spain 
and perhaps Mexico and Venezuela. IDB and IBRD are  expected t o  be 
major par t ic ipants  i n  financing regional infras t ructure;  moreover 
these  agencies, along with the  Central American Bank, a re  con- 
templating loans fo r  selected development projects  i n  individual 
countriee . 
In  Costa Rica, E l  Salvador, Guatemala and Honduras, Peace Corps 
a c t i t l t i e e  are  complementing A.I.D. technical cooperation objec- 
t i v e s  by promoting self -help e f f o r t s  a t  the  cormunity l eve l .  

CONFIDENT lAL  
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CEXPRAL AMERICAN ECONOMIC COMMUNITY 

FY 1966 program 

CENTRAL AMERICAN REGIONAL ORGANIZATIONS (ROCAP) help i n  the f i s c a l  area  i a  required i f  Coata Rica i a  t o  avoid 
i n f l a t i o n  and undertake a more subatant ia l  development e f fo r t .  

A l l  other materiol is  unclorsif ied. 

PROGRAM SUMMARY 

CONFIDENTIAL 

The major focua of U.S. s t ra tegy i a  t o  br ing about reforms i n  t h i s  
area, par t icular ly  by u t i l i z i n g  mul t i l a te ra l  i n a t i t u t i o m  auch as  

Coata Rica haa a deeply-rooted democratic t r a d i t i o n  and enjoys 
p o l i t i c a l  s t a b i l i t y .  It i a  c lear ,  however, t h a t  addi t ional  se l f -  

(1n mil l ions  of d o l l a r s )  1nter-American Committee f o r  the  Alliance f o r  Progress (CUP).  
FY i ahlL FY 1965 FY 1966 

A 

Actual ~ s t & t e d  Proposed To t h i s  end, Technical Cooperation i n  FY 1966 w l l l  emphasize pro- 
grame i n  economic planning, budgeting and continued t a x  reform. 

Development Loans A.I.D. w l l l  a a a b t  t h e  Ministry of Industr ier  t o  iden t i fy  invest- 
Technical Cooperat ion ment opportunities and promote t h e i r  development. The Government's 

key ins t i tu t ions  i n  agr icul ture  w l l l  be asaiated t o  d ivers i fy  an8 
Total A.I.D. Assistance 24.3 29.1-31.0 29.2-34.2 expand production, provide land security, an8 make r u r a l  areas 

more a t t r a c t i v e  places i n  which t o  l i v e  an8 work. 

The Umited States  intends t o  channel assistance f o r  c a p i t a l  pro- Contemplated development l o a m  would provide more t ra ined agr i -  

j e c t s  of regional importance such a s  major highways through the  cu l tu r i s ta ,  continue d ivers i f i ca t ion  of agr icul ture ,  i n i t i a t e  an 
a rea  development project,  and thrnish addi t ional  c a p i t a l  f o r  Fund f o r  Central American Economic Integration. Development Loan 
priwte sector exp-ion. asais tance f o r  t h i s  purpose during FY 1965 i a  expected t o  be 

$25.0 dCtian* w i n g  FY 1966 an addi t ional  925 PhilSton i s  pro- 
posed. EL SALVADOR 

A Technical Cooperation program of $4.2 mil l ion i s  proposed f o r  FY PROGRAM SUMMARY 
1966 f o r  technical  ass is tance and t ra in ing  a t  regional inat i tut iona.  
Program activities would include the  c rea t ion  of a uniform customs ( I n  millione of do l la re )  
adminiatration, t h e  development of a cammon agr icu l tu ra l  policy, FY 1964 FY 1965 FY 1966 
and t h e  provlaion of data  required f o r  regional developent  plan- Actual Estimated Proposed 
ning. A.I.D. w i l l  continue t o  help t h e  regionally integrated 
un ivers i ty  system, and, with the  help of t h e  Harvard School of Development Loans 
Business, w i l l  praoide t ra in ing  i n  Improved busineaa management Technical Cooperation 
and marketing i n  order t o  promote t h e  growth of investment and 
t rade  on a regional baais.  Total  A.I.D. Asaistance 

COSTA R I C A  - . - .. 

El S a l v d o r  continues a course of a t e d y  progreaa, both wlth 
PROGRAM SUMMARY respect t o  i t a  i n t e r n a l  p o l i t i c a l  an8 economic development and a r  

a major participant i n  t h e  Central  American Common Plarket 
(1n millions of d o l l a r s )  (CACM). El Salvador haa given atrong support t o  t h e  Alliance f o r  

FY 1964 FY 1965 FY 1966 Progreaa. The e f fec t ive  and i n f l u e n t i a l  Planning Council has 
Actual Estimated Proposed successfully organized the  development e f f o r t  an8 expects t o  have 

a f i v e  year Development Plan r e d y  i n  t h e  near future .  
Development Loans 
Technical Cooperation U.S. strategy i s  t o  exploi t  t h e  opportunity inherent i n  El  

Salvador's commitment t o  t h e  Alliance by praoiding appropriate 
Total A.I.D. Assistance technical  an8 c a p i t a l  aaaiatance t o  increase t h e  momentum of 

economic a d  soc ia l  development aa t h e  keystone of democratic 
p o l i t i c a l  s t a b i l i t y .  

CONFIDENTIAL  
8 6 
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A.I.D. plans t o  a s s i s t  the Gmrmnent In  implementing i t s  five- 
year Plan by prwiding assistance t o  help achieve: 

Improved government inst i tut ions.  A.I,D. w i l l  continue t o  
provide Technical Cooperation f o r  adminirtrative reform and 
imprapement, with major emphasie on tax  administration. 

R u r d  developtent. Loam and Technical Coaperation are pro- 
grammed t o  Imprave the  l iving stanaards an8 productivity of 
the  rural population and integrate it more fully i n to  the 
national market. 

Ruman resources developent. A.I.D. technical and capital  
assietance w i l l  help the educational system provide tralned 
msrrpmr needed for  developent. 

Accelerated industrialization. TecMcal  Cooperation wl l l  be 
given t o  industr ial  8evelopent ac t iv i t iee  wlthln the  frame- 
work of the Central American Integration movement. Capital 
assistance may a lso  be provided t o  stinrulate the housing 
industry . 

GUATEMALA 

PROGRAM SUMMARY 

( ~ n m i l l i o n s  of'dollars) . 
FY IW FY 19b> IT 1966 
A c t W  Estimated Proposed 

Developlent Loans 
Technical Cooperation 

T o t a l  A.1.D. Assistance 5.9 &&& 4 8.2 * 

The present reglme i s  movFng s t e d l l y  toward restoration of con- 
stitutlonEiL government and has scheduled nationel elections for  
1965. Increasing revenues, administrative reforms, and the 
beginnings of a development plan a t t e s t  t o  the serious in ten t iom 
of the interim government t o  remove major impediments t o  Guatemalan 
development. 

However, several serious roadblocks t o  sust ained Guatemalan devel- 
opment remain. I l l i t e r acy  i s  high (70%); population continues t o  
grow a t  3$4 in s t i t u t i ona l  weaknesses v i t i a t e  both self-help e f for t s  
and external assistance; pr ivate  investmentL &i l e  increasing, 
remaina l e s s  than 10% of GNP; f- gw%* W Lt& 

CONFIDENTIAL 

U.S. loan assistance I s  proposed: (a )  t o  help Guatemala implement 
a ccmrprehenslve cadastral survey program and modernize tsx aasess- 
mcnt and collection Institutions; (b)  t o  aid i n  the construction 
of improved f a c i l i t i e s  for  the cuetams police; ( c )  t o  expand 
university l ib rary  f ac i l i t i e s ;  and (d)  t o  finance the  construction 
of on-farm and regional grain storage f ac i l i t i e s ,  thus imprwing 
graln marketing and insuring greater price s t a b i l i t y  i n  the region. 

U.S. TecMca l  Cooperation w l l l b e  used t o  continue improvement 
i n  public aaministration and the national development plan, 
strengthen the a b i l i t y  of the education and agriculture ministries 
carrying out needed programe, and encourage mral development and 
land reform. 

HONDURAS 

PROGRAM SLTMMARY 

(1n millions of dol lars)  
P'Y 1964 FY l9b> >Y 1 q z r  
Actual Estimated Proposed 

Developent Lo- 
Technical Cooperation 

Total A.I.D. Assistance 8.7 6.4-9.8 7.0 A 

Honduras i s  the l e a s t  developed of the Central American countries. 
Lack of roads, c ~ i c a t i o n s ,  and adequate educational f a c i l i t i e s  
retards e c o n d c  progress. Since the coup of October 1963, 
Honduras has been ruled by a t ra ru i t lona l  m i l l t a w  renlme. 

designed t o  encourage the Government t o  implement the reform plans 
being developed a t  the minister ial  level,  t o  cooperate i n  the new 
rura l  development and forest  management programs, t o  continue t o  
a s s i s t  the private sector t o  maintain the good progress being 
made in  developing small industries,  and t o  encourage the Hon- 
duran government t o  l i nk  i ts  development planning wlth the CACM 

CONFIDENT lAL 
87 
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program, taking advantage of the f a c i l i t i e s  offered by CABEI and 
other CACM inetitutions. 

NICARAGUA 

PROGRAM SUMMARY 

(1n millions of dollars)  
FY 1964 FY 1965 FY 1966 
A c t u  E a w d  

Development Loans 1.1 
Technical Cooperation 2.8 2.1 2.0 

Total A.I.D. Assistance 3.9 Ur3-Er8 7.0 

Since the Nicaraguan private sector has demonstrated great 
v i t a l i t y  in recent years, A.I.D. plans t o  help provide the 
additional ins t i tu t ional  framework within which th l a  private 
sector can give added hpetue t o  the country's econamic progreaa. 
Loans are proposed t o  help strengthen the private industrial bank. 

In  the government sector, technical cooperation ac t iv i t i e s  w i l l  
help the Government t o  continue improvement of t ax  administration, 
national econamlc planning, and human resource development, and 
t o  prepare suitable public sector projects t o  meet c r i t i c a l  needs 
In  f ie lds  of transportation, parer, and water resources. Tech- 
nical Cooperation with a strengthened Ministry of Agriculture, 
an energetic Agrarian Reform Ins t i tu te ,  and a budding cooperative 
movement, wll l  all serve t o  strengthen the neglected Nicaraguan 
rural area. 

Nicaragua has continued t o  make progress on economlc, social and 
po l i t i ca l  fronts. Nevertheless, problem remain, stenrming from an 
inadequate economlc infrastructure, a deprived ru r a l  population, 
inequitable incame distribution, 8 p?Aa?m&Uutia gc,U.tf@&l, 
mapr, The basic U.S. objective i s  t o  direct  assistance t o  those 
areas where the  progress thus far achieved indicates there are 
chanaes fo r  substant is1 break-throws.  

CONFIDENT lAL 



Chile 

Chile - GENERAL ECONOMIC DATA . 

BASIC D 4 T A  

Population (millions - mid-1964) ....... 8.3 
Annual Growth Rate (percent). ....... 2.3 

. . . . . . . . . . . .  Area (1000 square miles) 286 
Population Density per square mile. . . .  29 

Agricultural Land as % of Total Area . . . .  8 
Percent of Population in Agriculture . . .  28 

............ Life Expectancy ( ~ e m s )  52 
................ People per Doctor. 1,640 

Literacy Rate (percent) 80 ............. 
....... Pupils a s  Percent of Population. 17 

(Prinmry 6 Secondary) 

$ M ~ l l ~ o n s  
1962 h c e s  

CHILE - GROWTH TRENDS 
lR0tlD MI,) 

. . 

1 GROWTH RATE I I 

ROWTH INDICATORS 
Total GNP (in 1962 prices; I m~llions)*. . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP ( d o l k r s )  

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. ............ 
Net Faeign Balance a s  % of GNP. .............. 

. . . . . . . . . . .  Agricultural Prod. Index (1952-54= 100) 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  
Wheat (1,000 MT) ....................... 

Manufacturing Production Index (1958=100) 

UTERNATIONAL TRADE (1 millions) 
..................... Total Exports (1.0. b.). 

Copper Bars, Ores, and Concentrates ... 
....................... Total Imports ( c .  i.1.) 
. . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

O L D  & FOREIGN EXCH4NGE (sd&:;:):). . . . . .  
. . . . . . . . . . .  :OST O F  LIVING INDEX (19>8= 100).  

ZENTRAL GOVERNMENT FINANCES * 
(FY Ending December 31) 

. . . . . . . . . . . . . . . . . . . . . . .  Total Expenditures 
(Delense Expenditures). ................... 

....................... (Capital Outlays).  

Total Domestic Revenues .....-.............. 
As percent o /  G N P .  ...................... 

Deflcit (-1 or Surplus (+) . . . . . . . . . . . . . . . . . . . . .  

Calendar Years 
1962 - 1963 - 

- Million Dollar Equivalents - 
1 9 6 4 d  1 9 6 9 1  

1,479 2.305 
(118) (177) 
(537) (927) 

1,183 1,902 
15.6% n.a. 

-296 -403 

1964 Est.  

3,800 
457 

13 
65 
4 

122 
95 

1,150 

145 

610 
(LOO) 
620 - 
-10 

;lk Converted a t  the  1962 exchange r a t e  of 1.8 escudos per U.S. dollar. 

a/ A.I.D. e s t h a t e s .  - 



Country: C ~ L E  

areas are SECURITY  CLASSIF IED and 
must not be divulgedtounauthorixed individuals. 

A l l  other material i s  unclassified. 
- 

PROGRAM S W  

(1n mill ions of do l l a r s )  
FY 1964 

Development Loans 75.8 90.0 'Slg*.G)-W*O 
Technical Cooperation 3.7 3.9 3 -7  

Total  A.I.D. Assistance 

U.S. Objectives and Assistance Policy 

The U.S. a i d  program f o r  Fi 1966 w i l l  seek t o  support t h e  oppor- 
t u n i t i e s  f o r  Chi le ' s  development offered by t h e  e lec t ion  of 
President F re i .  His new reform administration has committed 
i t s e l f  t o  work under t h e  pr inciples  of the Alliance f o r  Progress 
f o r  s t a b i l i z a t i o n  and development. The A.I.D. program i s  designed 
t o  support Chi le ' s  actions toward these objectives and 00 InSlu- ' 

favor&bLy t h e  direufAon wd Smplerdentation of' *he govern- 
m$?WTs progsam. Chile i s  one of the  few countries t o  which 
subs tan t i a l  U.S. resources a r e  being committed for  general de- 
velopment support. U.S. a i d  w i l l  a s s i s t  and r e l a t e  t o  Chilean 
e f f o r t s  to :  

1. Reduce p r i c e  in f l a t ion  from a l e v e l  of 45% in  1964 t o  25% 
during 1965 and reduce it fur ther  i n  1966 by appropriate 
monetary and f i s c a l  po l i c ies ;  

2. Stimulate growth i n  the  p r iva te  sector ;  

3. Increase t h e  productive capacities of the  economy, particu- 
l a r l y  i n  agr icu l tu re  and i n  production f o r  export; and 

4. h k e  b e t t e r  use of f inanc ia l  and administrative resources i n  
t h e  publ ic  sector ,  including increased project development 
and broader financing of the  development program. 

Diebumement of t h e  program loan t o  Chile during FY 1.965 w i l l  b e  
condlt ioned on a s a t i s f a c t o r y  quar ter ly  reviaw of Chilts;n <per- 
fonnance i n  such key areas  as achievement of a mutually agreed 
operating budget surplus, a c t i v e  pureui t  of a f l ex ib le  foreign 
exchange rate policy, l imi ta t ion  of Central Bmls lending t o  
finance t h e  investment ,budget, r e a t r i o t i o n  of metaxy e w i o n ,  
and tax ref'om. areas  of perform~nce are more s p e c i f i c  
and e x t d l v e  than before and a r e  outlined jn a Government of 

CONFIDENTIAL 

Chile Let ter  of In ten t  sent t o  Inter-American Committee f o r  t h e  
Alliance f o r  Progress (CLAP) i n  November fo-ing & B + - & l h b  
ntgPtS1Ltia-ns. 

Achievement, Self-Help, t h e  Role of Other Donors 

U.S. ass is tance i n  recent years enabled Chile t o  avoid economic 
stagnation and induced government po l i c ies  which have resul ted 
i n  economic improvements, including operating budget surpluses 
avai lable  f o r  public investment, higher t a x  r a t e s  and b e t t e r  t a x  
administration, and a modest land reform program. 3.9611. 
A.I.D. grogcam waer partiou161.3.y halgfd in maint;a2nSnsf ra hQ@2 
level of economic activity and epgslbyntent, tluUl ~u~ ths 
appeal o f  the SocridLirt-Oormaun2.t Prcrtriden2;irrl amWatr'~ 
campaign for a HBrxlst revdLutioP. 

Aware of t h e  soc'ial and economic conditions i n  Chile which pro- 
duced t h e  mil l ion votes cas t  f o r  h i s  Communist backed opponent, 
President F r e i  has launched an extensive s t a b i l i z a t i o n ,  reform 
and development e f f o r t  which includes an increased investment 
program. He has proposed t h a t  t h e  cost  of t h i s  addi t ional  e f fo r t  
be borne chief ly  by increased in te rna l  savings; t h e  government 
has agreed tha t  t h e  t o t a l  program w i l l  be reduced i f  these 
savings do not meet projected targets .  

Chile i s  expected t o  undertake a number of s ign i f i can t  se l f -help  
measures : 

1. Legislation has been proposed providing f o r  a new c a p i t a l  
levy expected t o  y i e l d  $100 mil l ion i n  1965 and the  placing 
of income tax  co l l ec t ion  on a more current  basis.  Adminis- 
t r a t i v e  reforms i n  t a x  collect%.on a r e  t o  be continued, 
including revaluat ion of t a x  obl igat ions  t o  r e f l e c t  t h e  
e f fec t s  of in f l a t ion .  

2 .  New wage po l i c ies  a r e  t o  be established during 1965 akrcNI.td 
at breaking Wte we-miue Xnk uMUb b.a &SW&Uw OB 
infht ion. 

3. Pr ivate  savings and investment a r e  t o  be  stimulated through 
appropriate policy measures and through the  establishment of 
a p r iva te  investment fund t o  which t h e  government w i l l  commit 
$22 mil l ion i n  FY 1965. 

4. Rate s t ruc tu res  of publ ic  agencies a r e  t o  be reviewed and 
revised where necessary, and t h e  e n t i r e  government adminis- 
t r a t i v e  s t ruc tu re  s tudied with a view t o  reducing general 
operating costs, s o  a s  t o  increase t h e  l e v e l  of public savings. 

C O N F I D E N T I A L  
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5. Steps a r e  t o  be i n i t i a t e d  t o  .reorganize and consolidate the  
s o c i a l  secur i ty  system. 

6 .  The educational system i s  t o  be reformed t o  improve t h e  use of 
Chi le ' s  human resources. 

Also, t h e  new government has moved t o  a t t r a c t  subs tan t i a l  foreign 
investment t o  develop sources of e q o r t  earnings which can finance 
fu tu re  development programs and reduce i t s  need f o r  foreign 
ass is tance.  The Chilean Congress w i l l  consider l e g i s l a t i o n  ear ly  
i n  1965 t o  implement agreements recently reached by t h e  government 
with U.S. copper companies involving more than $400 mil l ion i n  new 
investments. 

In addi t ion t o  new external  a i d  i n  1965, Chi le  hopes t o  obta in  a 
rescheduling of payments due i n  1965 and l a t e r  years on shor t  and 
medium-tern debt owed t o  o r  guaranteed by foreign governments. 
The rescheduling i s  t o  be negotiated with the  c red i to r  govern- 
ments a t  m u l t i l a t e r a l  meetings ear ly  i n  1965. % rw&kt&&&& 
m y  yield er'mt, &I7 ~KLIiaxt Pa 1965 from % e t m  Eu;x'opdtt; &m& 
arsd Japan aa& &8 mfY.Y.ion f ~ a m  %he & L t d  Statiss ( E i x - ~ m  &&I, 
I n  t h i s  connection, the  Chilean government has committed i t s e l f  
t o  controls over contraction of shor t  and medium-term debt t o  
help avoid the  need f o r  debt rescheduling i n  the  future .  

Other estimated external  ass is tance i n  1965 includes a new 
In te rna t iona l  Monetary Fund (IMF) standby c r e d i t  of $36 ?ni515~i%~ 
U.S. Treasury Exchange S tab i l i za t ion  Fund ass i s t ance  of about $15 
mill ion, new IBRD- IDA c r e d i t s  amountin& to approxfmaf e2.y $30 ; 
&.liL~n,' and add i t iona l  Inter-American De 
t o  the  government and t o  p r iva te  borrowe 
mi;LLion. U.S. banks a r e  expected t o  loa  
mlUion which t h e  government w i l l  use t o  
t o  foreign suppl iers  and t o  repay other short-term obligations.  
Also, the  Ex-Im Bank i s  considering subs tan t i a l  project  f inancing 
in 1965. European governments w i l l  be encouraged t o  make new 
c r e d i t s  O f  a t  least $25 million avei lable  i n  1965. 

Technical ass is tance programs t o t a l i n g  about $10.5 mil l ion w i l l  
be implemented during 1965 by the  UN and i t s  specia l ized agencies, 
t h e  Ford and Rockefeller Foundations, the  Organization of 
American Sta tes  ( OAS) , and American voluntary agencies. The 
Peace Corps plans t o  provide a t o t a l  of about 350 volunteers 
working with Chilean publ ic  and p r iva te  agencies i n  community 
development and producer cooperatives. 

FY 1966 Program 

Total ass is tance t o  Chile under t h e  FY 1966 program 
a t  y3.7 ntlltmt i n  new commitments. Approximately 
of h i s  amount would a s s i s t  the  p r iva te  sector  through a program 
loan t o  finance imports of e s s e n t i a l  goods and would support 
aspects of the  government's investment program. Additional loans 
w i l l  be avai lable  f o r  high p r i o r i t y  projects .  

Technical Cooperation projects  w i l l  r e l a t e  d i r e c t l y  t o  p r i o r i t y  
areas i n  the government's program--especially development plan- 
ning and project  execution, and a g r i c u l t u r a l  marketing, p r i c ing  
and extension. The Chile-California Program, an arrangement f o r  
technical  cooperation under A.I.D. auspices,  has become during 
FY 1965 an i n t e g r a l  and highly regarded p a r t  of the  U.S. program 
i n  Chile and w i l l  provide high-level advisors i n  t h e  above f i e l d s .  
I n  addition, Chile-California w i l l  work on a master transpor- 
t a t i o n  program, a manpower and educational planning system, 
development of a regional  program f o r  the  h u l e  r i v e r  basin,  and 
a s e r i e s  of new pro jec t s  i n  the  p r iva te  sector .  

Other technical advisors w i l l  a s s i s t  the  Chilean Government i n  
improving tax administrat  ion, increasing customs col lect ions ,  
and modernizing the  Controller General's off ice .  I n  the  p r iva te  
sector ,  technical a ss i s t ance  w i l l  be given t o  cooperatives, t h e  
savings and loan system, an agrar ian reform and development 
i n s t i t u t e ,  labor  education, community development, and technical  
graduate-level t r a in ing  a t  one univers i ty .  

CONFIDENTIAL 



Chile 
( U . S .  F z s c a l  Y e a r s  - M t l l r o n s  o f  D o l l a r s )  

---- - --- 
'I- IS 

T O T A L  

1 9 4 6 -  
1 9 6 4  

REPAY-  
IENTS ANC 
l N T E R E S T  

1 9 4 6 -  
1 9 6 4  

TOTAL 
L E S S  

REPAY-  
7 E N T S  AND 

I N T E R E S T  

U 

OST-WAR 
R E L I E F  
PER100  

946 -  1948 

- - 
- - 
- 
- 

. O V E F  

ARSHALL  
P L A N  

PER 1 0 0  

I 949-  1951 

1.1 - - 
1.1  

- 
- 

E A S  L O A N S  A N D  G R A N T S  - N E T  O B L  l  G A T I O I  ... -- 

MUTUAL S E C U R I T Y  ACT P E R I O D  

A N D  L O A N  A U T H O R 1  Z A T I  

FOREIGN ASSISTANCE 
ACT P E R I O D  P R O G R A M  

i . I . 0 .  AND PREDECESSOR AGENCIES - TOTAL  ........... 
..................................... L o o n s  

G r a n t s  .................................... 

: 0 0 0  FOR PEACE - T O T A L  ........................... 
.. . . . . . . . . . .  T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  

............. L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

........ T I T L E  I  - PLANNED FOR LOANS AND GRANTS.. 

1 0 4 c  - C r m t r  f o r  Common D e f e n s e . .  ............ 
...... 1 0 4 e  - G r a n t s  f o r  Economtc  D e v e l o p m e n t . .  

.............. 1 0 4 e  - L o a n 3  to P r r v o t e  I n d u s t r y  

1 0 4 g  - L o a n s  t o  l h v e r n m e n t r  ................... 

T I T L E  I  - A S S ' T  FKOM OTHER COUNTRY SALES A G R M T ' S .  
T I T L E  I  I  - EMERGFNCY RFL  l  FF  AND ECON. DEVELOP. .  . 
T I T L E  1 1 1  - VOLUNTARY R E L I E F  AGENCIES ........... 
T I T L E  I V  - DOLLAR C R E D I T  S A L E S  .................. 

I X P O R T -  IMPORT BANK LONG-TERM LOANS..  . ............. 
I T H E R  U.S. ECONOMIC PROGRAMS ...................... 

.............................. T O T A L  ECONOMIC 
L o o n s  ..................................... 
G r a n t s  .................................... 

.. 4 l L l T A R Y  AS , . ISTANCE PROGRAM - ( C h g .  t o  APP. ) . a * .  

....... ( A d d r t ~ o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s )  

I T H E R  M I L I T A R Y  A S S I S T A N C E  ......................... 
................. ..... T O T A L  M I L I T A R Y . . . . . .  L 

L o a n s  ..................................... 
G r a n t s  .................................... 

TOTAL  ECONOMIC AND M I L I T A R Y  .................... 
........................................ L o a n s  

G r a n t s  ....................................... 
Includes $100.0 milUcm loan for Reconstruction and Rehabilitation. Note: Mi l i t a ry  da t a  f o r  FY 1964 and cumulative through June 30,  196L a r e  es t imates .  

S I N O - S O V I E T  DLOC A S S I S T A N C E  
....................... 1 9 6 3  ( C a l e n d a r  Y e a r l  - 

..................... 1 9 6 4  I C a l  er idar  Y e a r l . .  - 
C u m u l a t i v e  T h r u  1 9 6 4 . .  ..................... - 

A S S I S T A N C E  FROM I N T E R N A T I O N A L  AGENCIES 

FY 1 9 6 3  FY 1 9 6 4  FY 1 9 4 6 - 6 4  
I m - W o r l d B a n k . . . . .  . a . 0  136. 2 
UN lbch. Ass't. (CT) .. 1.2 0.8 7.5 
UN Special Fund ....... 1.7 0.8 9.5 
Int ' l .  M .  Association 19.0 
~nter-~m.  ~ e v .  Bank ... 2315 18:7 6h.h 
I n t l l .  Flnunce Corp. .. 3.0 - 8.8 



Colombia - 
BASIC DATA 

....... Population (millions - mid4 964) 16.5 

....... . Annual Growth Rate (percent). 2 9 

Area (1000 square miles) . . . . . . . . . . . .  b4O 
Population Density per square mile. ... 38 

. . . .  Agricultural Land a s  % of Total Area 1 7  
... Percent of Population in Agriculture 52 

Life Expectancy (years) ............ 46 
People per Doctor. ................ 2,500 

Literacy Rate (percentJ ............. 62 
Pupils as Percent of Population. ....... 13 

(Priwmry G Secondary) 

$ Mllllom 
1962 Prlcrs 

COLOMBIA - GROWTH TRENDS 
tIb,l,0 L.I.) 

I Avo~loble Resources 
Populm~on 2 9% 

GENERAL ECONOMIC DATA 

1960 - 
iROWTH INDICATORS 

Total GNP (in 1962 prices; I millionsp. . . . . . . . . . .  by134 
Per Capita GNP tdollars) . . . . . . . . . . . . . . . . . .  280 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  2 1 
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  90 
Net F a e ~ g n  Balance a s  % of GNP. . . . . . . . . . . . . . .  2 

. . . . . . . . . . .  Agricultural Prod. Index (1 952-54 = 100) 120 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  99 
Rice, Rough (1,000 MT) ................ 450 

Petroleum Production (1,000 MT) ......... 7,713 

NTERNATIONAL TRADE (1 millions) 
. . . . . . . . . . . . . . . . . . . . .  ~ o t a ~  ~ x p o r t s  (f.0. b . ) .  466 

Coffee ............................... (334) 
. . . . . . . . . . . . . . . . . . . . . . .  Total Imports (c. i .  f .  J 519 . . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 3 

;OLD 8 FOREIGN EXCH4NGE ( ~ d ~ ~ ~ ~ ~ ~ ) .  . . . . .  169 

. . . . . . . . . . .  :OST O F  LIVING INDEX (1958= 100). 111 

>ENTRAL GOVERNMENT FINANCES * 

Calendar Years 
1961 - - 1962 - 1963 

172 124 133 

121 124 161r 

- Million Dollar Equivulents - 

1964 Est. 

4,835 
2 93 

20 
81 
4 

134 
99 

600 

8,& 

(FY Ending December 31) 1963 19&d 1965!/ 

Total Expenditures . - . . . . . . . . . - . . . . . . . . . . .  626 725 889 
(Delense Expenditures). . . . . . . . . . . . . . . . . . . .  ( 78) (88) (9&) 

. . . . . . . . . . . . . . . . . . . . . . .  (CapzraI Outlays). (232) (282) (333) 

. . . . . . . . . . . . . . . . . . . .  Total Domest~c Revenues 534 606 68 2 
A S  percent o/ G N P .  . . . . . . . . . . . . . . . . . . . . . .  9.2% 8.7% n.a. 

Defic~t (-) or Surplus (+) . . . . . . . . . . . . . . . . . . . . .  -92 -119 -207 

* Converted a t  the effective 1962 exchange r a t e  of 7.3 pesos per U.S. dollar.  

a/ A.I .D.  estimates of cash transactions. - 
b/ Budget estimates adjusted by A.I.D. - 

PRNIOUS PAGE BLANK 
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PROGRAM S W R Y  

(1n millions of dol lars)  , 

FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Development Loans 76.0 43.0-57.0 QrCI&*O 
Technical Cooperation 3.7 4.0 4.3 

Total A.1 .D. Assistance 79.7 : 49.0-61.0 64.3-%t3 

U.S. Objectives and Assistance Policy 

Colombia i s  receiving substantial general support from the United, 
States .  U.S. assistance i s  designed t o  motivate and support be t t e r  
Colombian performance on the key pol icies  and actions needed t o  
achieve self-sustaining growth. The United States w i l l  continue 
t o  cooperate with the Government of Colombia to improve i t s  
monetary and f i s c a l  pol icies  and modify other practices which re- 
su l t  i n  inadequate resource mobilization. U.S. aid levels  wi l l  be 
conditioned by the self-help performance of the Government of 
Colombia i n  the following key areas: 

(1)  continuation of sound f inancial  and monetary pol icies ,  and 
i n  part icular ,  maintenance of r ea l i s t i c  exchange rates; 

(2)  coordination of import control mechanisms, including more 
r ig id  res t r ic t ions  on luxury imports; 

(3) improvement of e f for t s  to achieve a more diversified and 
productive agriculture; 

(4)  achievement of a more effective, e f f ic ien t  and open educa- 
t iona l  system aimed a t  meeting Colombia's trained manpower 
requirements; 

(5)  refinement of the process of planning, project preparation, 
and pr0jeCt implementation; and 

(6)  intensif icat ion of export promotion efforts .  

The United States  w i l l  continue to  carry out i t s  a id  program i n  
conjunction with the Consultative Group led by the World Bank. 
The p r io r i t y  goals of foreign assistance and the development 
e f fo r t  w i l l  be reviewed with the Colombian Government, with the 
Consultative Group, and with the Inter-American Committee fo r  the 
Alliance f o r  Progress (CIAP) i n  an e f fo r t  to achieve agreement on 

CONFIDENTIAL 
the appropriate emphases and natu* of foreign assistance t o  
Colombia. 

Achievement, Self-Help, the Role of Other Donors 

Colombia has unusual potent ial  f o r  a high leve l  of economic 
growth and social progress, achieved i n  a free po l i t i c a l  and 
economic set t ing.  The country has a t raa i t ion  of a democratic 
two-party po l i t i c a l  system, and its po l i t i c a l  leadership i s  - 7 -  

reasonably progressive. %a ogslitiim %pv~xmneut, haotc&r, is 
fi&ag it increaeingly nlw$ difficult tci achieve agmemwt an 
eri.fica& legislation i n  such fields a6 finsnciel refom. 

National Front leadership i s  oriented toward reasonable f inancial  
pol icies  and private enterprise. Colombia has r ich  and varied 
natural resources and a market potent ial  suff icient  fo r  advanced 
industrialization, given a population of 16,500,000, membership 
i n  the Latin Amencan Free Trade Association (LAF~#), and export 
po8sJbilit ies elsewhere. It  has achieved an average annual r e a l  
r a t e  of increase i n  the GNP of about 59 over the past  18 years. 
I t s  se1P;help e f for t s ,  beginning before the Alliance f o r  Progress 
and cont iy ing  with it, have been of relat ively high quality. It 
has developed a variety of strong ins t i tu t ions  i n  both the public 
and the priv&te sector; f o r  example, a Private Investment Fund has 
been established with A.I.D. assistance to channel development 
funds to the private sector. In addition to providing a favorable 
climate for  private enterprise, Colombia offers  an effect ive 
system of tax incentives t o  foreign firms. Euring the past  year, 
the Colombian Government revised national budgetary standards t o  
improve control over budgetary planning and implementation, es- 
tablished a Board of Foreig'n Commerce to promote exports, and se t  
up an import budget f o r  be t t e r  resource allocation. It also gave 
the newly created Monetary Board greater controls over short-term 
private  foreign debt and exchange rates ,  and strengthened the 
means of dealing with delinquent taxpayers. 

Progress continues i n  social  development. The National Housing 
In s t i t u t e  build 68,000 uni t s  during the f i r s t  three years of the 
Alliance, benefiting 450,000 persons. The Agrarian Reform 
Ins t i t u t e  gave t i t l e s  t o  10,757 families occupying public lands, 
helped s e t t l e  800 landless families, acquired 1.5 million acres 
of underdeveloped o r  i d l e  lands, i n i t i a t ed  1,100 miles of 
penetration roads, and made plans fo r  the reclamation of 625,000 
acres of land. Rural violence, which has retarded m r a l  de- 
velopment and accentuated urban migration, was sharply reduced 
by an anti-bandit campaign. 

Despite these underlying sources of strength and signif icant  
ins t i tu t iona l  development, success under the Alliance fo r  Progress 

CONFIDENTIAL  
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i s  by no means assured i n  Colombia. Colombia i s  s t i l l  an under- 
developed country with many of the problems normally attendant t o  
i t s  stage of growth. The middle c lass  i s  growing f a s t  but i s  yet  
re la t ive ly  small, and the gap between the privileged few and the 
extremely poor and backward majority remains large. Inadequate 
public revenues and inef f ic ien t  techniques f o r  allocating public 
resources to development needs pose major i n s t i t u t i ona l  problems. 
Input of resources in to  education and t raining f o r  development has 
lagged behind other  self-help measures. Although substantial pro- 
gress has been made over the  past  ten years i n  building up trans- 
portation and e l ec t r i c  power, much remains to be done. 

The Colombian economy i s  over-dependent on coffee f o r  foreign ex- 
change income. The f a i l u r e  to develop other exports has led to 
an apparently chronic balance-of,-payments problem. Symptomatic 
of foreign t rade problems i n  the  recent pas t  has been excessive 
short-term borrowing. Although the mechanisms have been established 
to control and reduce the burden of short-term foreign debt, re- 
quirements f o r  foreign financing w i l l  l ike ly  grow during the 
decade of the 1960's. A massive import-substitution and export 
e f fo r t  w i l l  be required i f  growth i s  to be self-sustaining, fn 
ttfLa wn&baWon, t.he exchaage rate w i l l  be a met signlficaat 
eaonom;ic pollay issue and orlU. require continuous attention. 

Colombia's potent ial  has been recognized by other donors who have 
joined together t o  provide development financing on sui table  terms. 
Continued e f for t s  w i l l  be made b i l a t e r a l l y  and within the  C o n d t -  
a t i ve  Group to determine where other  donors -- including DAC 
countries, World Bank, and Inter-American Development Bank (IDB)-- 
may increase assistance t o  Colombia. A t  the  end of i t s  second 
year of operation, Group members had made loans to ta l ing  about 
$375 million and a r e  act ively considering a substant ial  number of 
addi t ional  projects .  U.S. development financing has constituted 
about 45% of the  external assis tance made available to Colombia; 
t he  IBFD provided an equal percentage, with the  remainder from the 
IDB and a small amount from other  developed countries. I n  
addition, the  UN and the Organization of American States (OX) 
provide technical assistance. Pr ivate  U.S. foundations a re  par- 
t i cu l a r l y  act ive i n  Colombia, especial ly  i n  the  f i e l d s  of agri- 
cul ture ,  medicine, and higher education. 

FY 1966 Program 

A.I.D. effor ts  w i l l  continue to place major emphasis upon de- 
velopment lending within the Consultative Group framework and i n  
consideration of CIAP recommendations. A.I.D. loans of #&b$f& 
a l l l o n  are needed to maintain required levels  of cap i ta l  and 
intermediate goods imports. About two-thirds of the  proposed 
A.I.D. loan leve l  w i l l  provide essen t ia l  imports f o r  the vigorous 
pr ivate  sector. The loca l  currency generated by these loans w i l l  
be used to expand o r  create  intermediate c red i t  ins t i tu t ions ,  
especial ly  the Private  Investment Fund, a s  well a s  other cap i ta l  
projects.  

Project  loans and Technical Cooperation w i l l  provide the means 
f o r  overcoming specif ic  administrative and technical development 
bottlenecks, especially i n  the planning, agricul ture  and education 
f ie lds .  To support Colombia's tex reform program, the United 
States  dl1 supply Technical Cooperation i n  tax administration 
and collection with the help of the U.S. In te rna l  Revenue Service, 
i n  customs administration, and i n  improving and up-dating the  
land appraisal system. Tb help stimulate Colombia's stagnant 
agricul tural  sector,  A.I.D. w i l l  a s s i s t  i n  improving agricul tural  
planning capacities using the f a c i l i t i e s  of a major land grant 
college. A.I.D. w i l l  continue a basic  resources survey with the  
assistance of the  Inter-American Geodetic Survey. In addition, 
t he  United States w i l l  help ident i fy specif ic  opportunities f o r  
diversif icat ion,  improve supervised c r ed i t  capabi l i t i es  and a s s i s t  
i n  the development of cooperatives. 

Tb help Colombia meet i t s  trained manpower requirements, A.I.D. 
i s  assis t ing i n  strengthening educational planning capabi l i t ies  
through a contract with the  National Education Association. 

The Food for  Peace program wi l l  reach 2,000,000 children and 
500,000 adults. A contract with the American I n s t i t u t e  f o r  Free 
Labor Development (AIFLD) provides f o r  t ra ining of labor leaders. 
The public safety program focuses on the improvement of r u r a l  and 
public order. Civic action projects  u t i l i z e  Colombian mil i tary 
personnel on community improvement ac t i v i t i e s ,  especially i n  ru r a l  
violence areas. 
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- 
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(-1 
(-1 

: A S  L O A N S  A N D  G R A N T S  - N E T  O B L l  G A T l C  - - 
MUTUAL  S E C U R I T Y  ACT P E R I O D  

A N D  L O A N  A U T H O R I Z A T  

F O R E I G N  A S S I S T A N C E  
ACT  P E R I O D  

L.1.0.  AND PREDECESSOR A G E N C I E S  - TOTAL  .......... 
L o a n s  .................................... - ................................... G r a n t s  

S O C I A L  PROGRESS TRUST  FUND.. ..................... 
FOOD FOR P E A C E  - TOTAL  ........................... 

T ~ t l c  I - ( T o t a l  S a l c s  A g r e e m e n t s )  ........... 
. L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............ 

T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS ......... 
............. 1 0 4 c  - G r a n t s  f o r  Common D e f c n r e  

....... 1 0 4 e  - G i a n t s  f o r  E c o n o m i c  D e v e l o p m e n t  
............. . 1 0 4 c  L o a n s  t o  P r ~ v a t e  I n d u s t r y  

.................. . 1Odg L o a n s  t o  G o v e r n m e n t s  

T I T L E  I - A S S ' T  FROM OTHER COUNTQY S A L E S  AGRMT 'S  
T I T L E  I  I - EMERGENCY R E L l  E F  AND ECON. DEVELOP. .  
T I T L E  I l  I  - VOLUNTARY R E L I E F  AGENCIES . .  . . . . . . . .  
T l T L E  I V  - DOLLAR C R E D I T  SALES . .  ............... 

EXPORT- IMPORT BANK LONG-TERM LOANS ............... 
I T H E R  U.S. ECONDMIC PROGRAMS ..................... 

T O T A L  ECONOMIC ............................. 
L o a n s  .................................... 

................................... G r a n t s  

4 l L l T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  A P P . ) .  .... 
( A d d i  t r o n a l  G r a n t s  f r o m  E x c e s s  . S t o c k s ) .  ..... 

I T H E R  M I L I T A R Y  A S S I S T A N C E  ........................ 
............................. T O T A L  M I L I T A R Y  

L o a n s . .  .................................. 
G r a n t s . . .  ................................ 

T O T A L  E C O N O M I C  A N D  M I L I T A R Y . . . .  ............... 
L o a n s  ....................................... 
G r a n t s .  ..................................... 

N o t e :  M i l i t a r y  d a t a  f o r  FY 1964 and c u m u l a t i v e  t h r o u g h  J u n e  30, 1964 a r e  e s t i m a t e s  

A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

F Y  1963 F Y  1 9 6 4  F Y  1946-64  ...... I m - W m l d B a n k  68.8 50.0 388.9 
UN %ch. Ass't. (CT) ... 0.7 0.6 5.4 
UN Special F\md ........ 1.5 1.8 9.0 
Int ' l .  Dev. Aasociatlon 19.5 
Inter-Am. Dav. Bank .... 16:h ~ : 6  b5.7 
Int ' l .  FinanceCorp. ... 1.b 2.2 10.L 

S I N O - S O V I E T  BLOC A S S I S T A N C E  
1963 ( C a l e n d a r  Y e a r )  ....................... - 

....................... 1 9 6 4  ( C a l e n d a r  Y e a r 1  - 
C u m u l a t i v e  T h r u  1 9 6 4 . .  ..................... - 
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Peru - GENERAL ECONOMIC DATA 

BASIC DATA 

...... Population (millions - mid-1964). 11.1 
. . . . . . .  Annual Growth Rate (percent). 2.3 

A- (1000 square miles) ............ 514 
. . .  Population Density per square mile. 22 

. . . .  Agricultural Land a s  % of Total Area 11 
... Percent of Population in Aqiculture 49 

. . . . . . . . . . . .  Life Expectancy (years) 46 
................ People per Doctor. 2,190 

Literacy Rate (percent) ............. 50 
. . . . . . .  pupils a s  Percent of Population. 14 

P r i m  ry 6 Secondary) 

GROWTH RATE I 

PREVIOUS PAGE B U N K  

iROWTH INDICATORS 
Total GNP fin 1962 prices; I millions)* . . . . . . . . . .  

.................. Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Faeign Balance a s  % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Agricultural Prod. Index ( 3  952-54= 100) 
Index per Capita ........................ 
Rice, Rough (1,000 MT) ................ 

Manufacturing Production (1958-100) ..... 
NTERNATIONAL TRADE ( I  milli&s) 

. . . . . . . . . . . . . . . . . . . . . .  Total Exports (1.0. b. ). 
Fish Meal ............................. 
Copper ................................ 

....................... Total Imports (c.i./.) 

. . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

;OLD 6 FOREIGN EXCHANGE ( ~ d ~ $ ~ ~ ~ ~ ) .  -.. . .  
. . . . . . . . . . .  ZOST OF LIVING INDEX (I958= 100). 

:ENTRAL GOVERNMENT FINANCES * 
(FY Ending December 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
................... (Defense Expenditures). 

. . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays). 

Total Domestic Revenues .................... 
As percent o/ GNP. ...................... 

..................... Deficit (-1 or Surplus (+) 

$Converted a t  27 soles per U.S. dollar. 

a/ Less than 0.5 percent. - 

Calendar Years 
1962 - - 1963 

- Million Dollar Equivalents - 
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PROGRAM . SUMMARY 

(In millions of dollars)  
Fy 1964 M 1965 1966 
Actual EetFmated Proposed 

Development Loane 30 4 20.0-9.0 30.0-30.0 
Technical Cooperation 4.6 , 4.7 5.0 

Total A.I.D. Assistance 35.4 ' 24.7-9.7 35.0-55.0 

iu Ihaluder -0~ll0W loan of $ 2 4 f . T o n .  

U.S. Objectives dl Assistance P o l i c ~  

An opportunity for  *her e c o n d c  and e o c i d  progress ex is t s  i n  
Peru. The constitutional. government, l e s s  than two years i n  
office, is  proceeding u i t h  its reform and development p r o g r m  
which closely follow Alliance for  Progress objectives. Although 
economic growth has been rapid, paced by a dynamic export sector, 
Peru needs,to strengthen the ins t i tu t ional  framework which i s  
required fo r  long-run s t ab i l i t y  and growth. 

The main purpose of U.S. aseistance objective 1s t o  encourage and 
supplement Peru's efforts  t o  channel increased domestic savings 
h t o  necessary overhead investments, such a s  r u r a l  develownt ,  
transportation and education. These investments are needed t o  
broaden t h e  basis for  economic growth and t o  extend opportunities 
for  progress more equitably t o  the neglected regions and groups. 

U.S. assistance wi l l  be used t o  support the Belaunde Government i n  
i t s  e f fo r t s  t o  ra i se  the very low l iving standards of the highland 
Indian population and recent migrants t o  the coastal c i t i e s  who 
comprise more than half of the t o t a l  population, and who are 
increasingly insis tent  upon bet ter  opportunities. Per capita 
income i n  the highlan8s i s  estimated a t  lees  than one-fourth tha t  
on the  coast. The announasnvnt d agrarian retarm and izwrea8lng 
aWmxki& oi the nsn OoPsnmwxt to presslng aoeial problem helpdl 

The Government has recently developed a detailed, two-year, public 
sect or investment program concentrating upon: (a) agricultural 
and human resource development of the Andean region; (b) opening 
new lands i n  the valleys east of the Andes and i r r iga t ing  more l a d  
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on the coast; (c)  promoting industr ial  development; and (d) 
providing more educational and other essential  community services. 
The program has been reviewed by A.I.D. and the Inter-American 
Committee for  the Alliance for  Progress (CIAP). The coneensus i s  
tha t  the program targets  can be met only i f  the Government i s  
succes~fu l  i n  raising eufficient internal  revenue and improving 
i t s  adminietrative procedures. 

The most important self-help measures t o  be considered i n  
connection with external aid include: 

A n  acceleration i n  the Government's ab i l i t y  t o  plan, finance, 
execute and coordinate i t s  investment program. ~ h a s i a  
w i l l  be on improving budgetary practices and increasing f a  
revenue. 

Rapid execution of the agricultural reform and development 
program, including land redistribution, colonization and 
i r r iga t ion  and expanded credit and extension services. 

Maintenance of a private inveetment cllmate a t t rac t ive  t o  
foreign and domestic investment through tax  and other incen- 
t i ves  and f a i r  treatment of all investors. 

Achievement, Self-Help, the  Role of Other Ilonors 

The Belaunde Government harc been able t o  carry out important 
reform and development measures during the past year dmrpita 
reaimtam?@ t o  change br t r a d l t i ~  ruling group0 md o ~ t r o l  of 
&mgresa by opposition parti-. 

Important steps have been taken toward the achievement of Alliance 
for  Progress reforms and self-help measures: 

1. A compreheneive agrarian reform l aw  went into effect  last 
summer. Land redistribution is  beginning on a llmited scale 
i n  the central highlatie, following the outright purchase of 
one of the largest  haciendas (750,000 acres) i n  central Peru. 
To support the rural  development program, the armed forces 
are being used i n  civic action programe t o  construct pene- 
t r a t ion  roads, colonization projects, schools, medical 
f ac i l i t i e s ,  and water and sewerage systems. 

2. The Government's investment budget has been increased signif i-  
~ a n t l y  each year since 1961 t o  meet development needs, wfth 
further increases projected over the next several years. A 
ser ies  of new revenue measures has been enacted t o  finance 
the Government's programe. These include income, stamp, 
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The tradi t ional ly strong private sector has been growlng 
rapidly Fn recent years. Private investment i s  about 18s  of 
GNP. Exports have r i sen  by ll$ annually since 1960, due 
largely t o  private investment i n  fishmeal, copper and iron ore. 

A basically sound, two-year investment program has been 
revlewed by CIAF and the international lending agencies. The 
National Planning Ins t i tu te  i s  now concentrating on improved 
project planning and execution as well as  further forward 
planning. 

CONFIDENTIAL 

Other donors have also contributed t o  Peru's development. W o -  
pean and Japanese loam are being used t o  finance public hydro- 
electr ic ,  f e r t i l i ze r ,  i r r igat ion,  s tee l  mlll, port. and railway 
construction projects! Other lenders such as the TBRD, Inter- 
AmerLcan Development W k  (IDB) and Ex-% Bank approved loans 
total ing nearly $60 million i n  FY 1964. 

arstrtlanos lwml har, baen dete 

~i 1966 Program 

A.I.D. t o  much 
the 1-1 of A.I& pirojsct assisfame at the beglanLng of 
FY 1966 and ssch mibme~nsnt year. ThLs apunmft vill be b-ed 
upon total. gublic msctar B, the praportian to bs iinm- 
ced msmrUy, the svs l lab l l i ty  of economically sound and twh- 
nlc- feasible projects, and other foreign remourc8r a W n b l 8 .  
to  Pent, Intsr~atlomil agmcles are help- the Wwmmsnt with 
i s cu ib i l l t y  rtabiea for a number of aspital yroj&m. Psrt pr- 
formance d the uillln&nws of the clovmm?nt to c Q p i t  ltwY 
t o  further Lmpartant rofornu or imprmwnentr VJU be hpmrtarrt 
detmrminmtr of the ammd ~mlmtaace lcvslm. Anmr the umual. 

U.S. Technical Cooperation i s  provided main3y by ins t i tu t ional  
contracts with universities and consulting firms. 

To move the agrarian reform and development program forward, 
Technical Cooperation dl1 be provlded i n  agricul tural  planning, 
education, research and community development by North Carolina 
and Iowa State University technicians. These technicians w i l l  
also help develop capital  projects for  agricultural credit,  
i r r igat ion,  colonization, and c m i t y  development. 

The development of an adequate transportation system i s  closely 
t i ed  t o  the needs of the rural areas and is  essential  for  the 
integration of national markets. Technical assistance i n  t r am-  
portation will be 'continued with the help of the Bureau of Public 
Roads and the Federal Adation Agency. Development Loans may be 
considered for  road, port and airport  construction and improvement. 
Feasibility studies for  maay of these projects are a.lrea&y under- 
way. The IBRD, IDB and A.I.D. have been working joint ly with the 
Peruvian Gwernment on be t te r  highway planning which i s  expected 
by FY 1966 t o  permit the pooling of e x t e r d  investment i n  a 
comprehensive highway program. 

While growing rapidly, Peruvian industry has not been able t o  
absorb the increasing volume of new workers from the rura l  high- 
lands. Technical assistance t o  the industr ial  sector w i l l  con- 
centrate on the establishment of cooperatives, management improve- 
ment, identification of private investment opportunities, labor 
relations and handicraft production. The Stanford Graduate School 
of Business, the S t d o r d  Research Ins t i t u t e  and the American 
Ins t i tu te  for Free Labor Development are a t  work. Development 
lending may be considered for  regional industr ial  parks, indue- 
trial credit through the regional development corporations, and a 
private investment fund. 

Trained manparer and imprmd public aaministration a r t  essential.  
Technical assistance wi l l  be proviaed for  those governmentaJ. 
operations which focus on development planning and In public 
education. Teachers College of Columbia Univereity is assis t ing 
i n  educational planning and the New York Ins t i tu te  of h b l i c  
Administration i s  working on development administration. Develop- 
ment Loans may be considered for  higher educationa.l f ac i l i t i e s ,  
fegs ib i l i ty  studies, and equipment t o  improve t ax  and custom 
collection. 
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LESS 
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POST-WAR 
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E A S  L O A N S  A N D  G R A N T S  - N E T  O B L l G A T l O  

MUTUAL SECURITY ACT PERIOD 

A N D  L O A N  A U T H O R 1  Z A T l  

FOREIGN ASSISTANCE 
ACT PERIOD P R O G R A M  

4.1.0. AND PREDECESSOR AGENCIES - TOTAL ........... 
Loons ..................................... 
G r a n t s .  ................................... 

SOCIAL PROGRESS TRUST FUND ........................ 
FOOD FOR PEACE - TOTAL ............................ 

T i t l e  I - ( T o t a l  S o l e s  ' A g r e e m e n t s )  ........... 
L e s s :  ( P l a n n e d  f o r  U.S.  U s e s )  ............. 

T I T L E  I  - PLANNED FOR LOANS AND GRANTS .......... 
1 0 4 c  - G r u n t s  f o r  Common D e f e n s e  .............. 
1 0 4 e  - G r a n t s  f o r  E c o n o m i c  D e v e l o p m e n t  ........ 
1 0 4 e  - L o a n s  t o  P r ~ v a t e  I n d u s t r y  .............. ................... . 1 0 4 g  L o a n s  t o  G o v e r n m e n t s  

T I T L E  I - A S S I T  F f i W  OTHER COU\TRY SALES AGKMT'S, 
T I T L E  I  I  - E M E R G T K V  R E L I E F  L V C  ECON. DEVELOP... 
T I T L E  I I I - V O L U ~ T A ~ Y  RELIEF AGENCIES. .......... 
T I T L E  V  - DOLLAR C R E D I T  SALES... ............... 

iXPORT- IMPORT BANK LONG-TERM LOANS.. .............. 
ITWER U.S. ECONOMIC PROGRAMS.. .................... 

TOTAL ECONOMIC .............................. 
L o a n s  ..................................... 
G r a n t s  .................................... 

I I L I T A R Y  ASSISTANCE PROGRAM - (Chg .  t o  App. ) . . . . .  . 
( A d d i t i o n a l  G r u n t s  f r o m  E s c e s r  S t o c k s ) .  ...... 

ITWER M I L I T A R Y  ASSISTANCE ......................... 
TOTAL M I L I T A R Y .  ............................. 

L o a n s . . . . . .  ............................... 
G r a n t s  .................................... 

TOTAL ECONOMIC AND M I L I T A R Y  .................... 
L o a n s . . . . . .  .................................. 

...................................... G r a n t s .  

a t a  fo r  FY 196L 

ASS I  STANCE FROM l NTERNATIONAL AGENC I  ES 

1 
and cumulative through June 30, 1964 are  est imates .  

SINO-SOVIET BLOC ASSISTANCE 
....................... 1 9 6 3  ( C a l e n d a r  Y e a r l  - 
....................... 1 9 6 4  [ C a l e n d a r  Y e a r )  - 

C u m u l a t i v e  T h r u  1964 .  ...................... - 

- 
F Y  1 9 6 3  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  

IBRD - World Benk ..... 13.2 18.1 
UNTech.Ass't. (CY) .. 0.6 

12 3 
0.5 

UN Special hvrd ....... 1 . 2  1.h 
:6 

9 .1  ... In&-Am. Dev. Bank 2.5 8.9 16.8 
I n t ' l  .F inanceCorp . . .  - 1 .6  8.9 

Revised January 25, 1965 
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Other Latin 
American Programs 

Other Latin America = Basic Data 

COUNTRY I (T;i$ 
I Millions 

Br i t i sh  Guiana .......... 
...... Dominicm Republic 

Ecuador ................. 
................... Haiti 

Jamaica ................. 
.................. Mexico 

Panama .................. 
Paraguay ................ 
Trinidad & Tobago ....... 
Uruguay ................. 

............... Venezuela 

Annual 
Growth 
  ate' - . - - 

Percent 

AREA 

Total 

-- - 

1,000 
Sq. M i .  

83 

19 

112 

11 

4 

760 

29 

157 

2 

72 

352 

* - 1963 i n  1962 prices converted at  1962 exchange rates.  

Agricul- 
t u r a l  
Land 
- - 

Percent 
of Area 

7 

26 

12 

33- 

43 

48 

18 

3 

35 

78 

25 

G* 

Per 
Capita 
d st . ) 
--- .- v 

Dollarz 

250 

251 

190 

75 

429 

395 

439 

188 

608 

465 

7-14 

Total 
Fxports 
(1963) 

$ Mill. 

96 

174 

166 

41 

20 3 

98 5 

60 

40 

376 

165 

!, 629 

Main 
People 

Exports Per Doctor 

Persons p 
Sugar 1 4,800 

Bananas 2,600 

Coffee 1 11,000 

Bauxite & 
Alumina 

3,700 

Cotton 1 , 3 4  

Meat 1 1,800 
Petroleum 1 2,415 

wool 1 860 

Petroleum I 1,360 

PREVIOUS PAGE BLANK 
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I 

Although over 904 of the FY 1966 request i s  programmed for  f i v e  training. Bupporting Aasietanee may be raqulrcr& In Y'Y 1966 tit#" 
major countries and Central America, the  United S ta tes  w i l l  con- ~omplement self-help n i ~ & s ~ ~  fa Bhm g o ~ r ~ ~ ~ t ' ~  ~ r k t m i c  at&%* 
t inue t o  encourage and support Alliance for,Progress e f f o r t s  i n  Utation program and to msaiet i n  financing the budget, I 
other cooperating countries of I a t i n  America. The type and leve l  
of A.I.D. ass is tance i s  dependent upon the  nature of U.S. in te res t s  
and the  sel f -help and reform performance of the recipient  country. ECUADOR 

DOMINICAN WPUB15C PROGFUU4 SUMMARY 

(1n millions of do l la r s )  
PROGRAM SUMMkRY FY 1964 FY1%5 FY1%6 

Actual Estimated Proposed 
(1n millions of d o l l a r s )  

n! 1964 F?' 1965 FY 1966 Development Loans 16.8 
Technical Cooperation 3.9 

Dwelopmen t Loans Total  A.I.D. Assistance 
Technical Cooperation 
Supporting Assistance 

The Mil i tary Junta which has governed Ecuador s ince July 1963, 
Total  A.I.D. Assistance has adopted a number of s ign i f i can t  reform measures including a 

National Economic and Social Development Plan, a career c i v i l  
service  system, increased customs and income tax col lect ions .  

A.I.D. programs were resumed i n  the  Dominican Republic during the 
second half  of FY 1964 a f t e r  having been suspended f o r  several  
months. The c i v i l i a n  provisional government has supported t h e  
pr inciples  of the  Alliance f o r  Progress and i s  making a serious 
e f f o r t  t o  tackle  the  basic  economic and social  problems inh ib i t ing  
the  development of the  Dominican econoqy. It has launched a 
s t a b i l i z a t i o n  program involving a se r ies  of aus te r i ty  measures 
deeigned t o  correct  a serious balance-of-payments d e f i c i t  and t o  
redude a growing budgetary def ic i t .  It i s  meeting many of the  
problema inher i ted from the  ~ i l l o  regime, through agrar ian 
reform, a g r i c u l t u r a l  expansion and t a x  reform. 

The major emphasis of Development Loan and Technical Cooperation 
projects  i s  on increasing agr icu l tu ra l  production. FY 1966 
Development Loan funds a r e  proposed f o r  projects i n  housing and 
i r r iga t ion ,  and the  production, d i s t r ibu t ion  and processing of 
a g r i c u l t u r a l  commodities. Assistance i n  planning w i l l  be  given 
high p r i o r i t y  and w i l l  be coordinated closely with the  
QAS-IDBECIA Planning Mission and with t h e  IBRD.UN Special Fund 
program f o r  the  development of t h e  two Yaque r iver  valleys.  

increased outGys f o r  education, and an agrarian reform and * 

colonization program. A.I.D. aesistance t o  Ecuador i n  FY 1966 
w i l l  continue t o  support administrative,  s t r u c t u r a l  and f i s c a l  
reform of the  nat ional  government. The A.I.D. e f f o r t  during 
FY 1965 w i l l  focus on the accelerated implementation of exis t ing 
projects ,  both the  loans authorized t o  date  and on-going Technical 
Cooperation projects.  

The U.S. ass is tance program f o r  FY 1966 w i l l  continue t o  s t r e s s  
Technical Cooperation i n  budgeting, personnel and other  aspects 
of public administration; agr icu l tu ra l ,  i n d u s t r i a l  and handicrafts 
development; univers i ty  education; and in te rna l  secur i ty  in  col- 
laboration with t h e  Ecuadorean National Police. The proposed 
FY 1966 loan funds a r e  ant ic ipated f o r  a school program, 
i n d u s t r i a l  c red i t ,  and s i l o  constmction. 

Major a c t i v i t i e s  t o  be financed by Technical Cooperation funds a r e  
a g r i c u l t u r a l  development, education and public administration. 
Etnphasis i n  education i s  on teacher t ra in ing  and vocational 

CONFIDENTIAL 
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MEXICO 

PROGRAM SUMMARY 

(1n mil l ions  of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Est imated P r o ~ o s e d  

Development Loans 
Technical Cooperation 

Tota l  A.I .D.  Assistance 

Mexico continues t o  lead most Latin American countries i n  meeting 
growth t a r g e t s  and adopting reform measures. With the  as s i s t ance  
of A.I .D.  and Socia l  Progress Trust Fund loans,  it i s  undertaking 
t o  c lose  the  gap between i t s  underdeveloped r u r a l  sec to r  and the  
rapidly  expanding and advanced i n d u s t r i a l  sector .  A . I . D . ' s  con- 
t inu ing  object ive  i s  t o  encourage g rea te r  pa r t i c ipa t ion  of Mexico 
i n  providing t r a in ing  and ass i s t ance  t o  o ther  countries i n  
Latin America within t h e  framework of the  Alliance,  I n  June 1964, 
t h e  A.I .D.  Mission with i t s  small  s t a f f  and remaining program 
a c t i v i t i e s  was in tegrated i n t o  the  Embassy. 

To a s s i s t  Mexico t o  expand i t s  r o l e  i n  the  Alliance,  A.I .D.  has 
approved th ree  important loans i n  a g r i c u l t u r e  and housing, where 
Mexico i s  improving l i v i n g  standards f o r  t h e  half  of i ts  popu- 
l a t i o n  who now l i v e  a t  o r  below subsistence l eve l s .  

Early i n  the  Al l iance  period, A.I .D.  approved a loan f o r  S u p e ~  
vised Agricul tura l  Credit f o r  small  farmers. Of t he  t o t a l  of 
6,600 a g r i c u l t u r a l  sub- loans ant ic ipated,  approximately 4,700 
loans,  amounting t o  more than $11 mil l ion had been committed a s  of 
t h e  end of December 1964. The balance i s  emected t o  be committed 
by May 1965. In  FY 1964 a loan was approved, as  p a r t  of a con- 
sortium loan and grant  arrangement wi th  Mexican and U.S. p r i v a t e  
foundation c a p i t a l ,  t o  bu i ld  and strengthen the  Chapingo Agri- 
c u l t u r a l  College f o r  t r a i n i n g  a g r i c u l t u r a l  technicians.  These 
loans,  supplemented by community development programs i n  r u r a l  
a reas  under Food-f or-Work provisions of P. L. 480, and increasing 
ass i s t ance  from Mexico's p r iva te  banks, a r e  d i rected toward 
improvements i n  t h e  r u r a l  sector .  

An A.I.D. loan was approved i n  FY 1964 a s  p a r t  of a consortium 
arrangement t o  const ruct  some 23,000 low-cost housing u n i t s  f o r  
low-income urban famil ies .  A 3,000-unit labor  housing p ro jec t  

CONFIDENTIAL 

has been completed under the  A.I.D. housing guaranty program. 
Zn FY 1966 Mexlm may s w k  from A.T.b, .s deconct aa8 last awl- . 
dt-1 oredit LOan to amble i W  ir,bLlc Institutfotm and grim%a 
banla to cuntlnud the loan program to -32. farmers. 

PROGRAM SUMMARY 

(1n mil l ions  of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Development b a n s  
Technical Cooperation 
Contingency Fund 

Total  A.I.D. Assistance 

b a n .  Programmed a s  of 12/31/64. 

For the  past s e v e r a l  years,  A.I .D.  a s s i s t ance  t o  Panama has been 
d i rec ted  toward helping the  country develop an econolqy l e s s  
dependent upon Canal Zone a c t i v i t i e s .  I f  t h e  present canal is 
replaced by a sea- level  canal i n  the  fu tu re ,  Panam's  need f o r  
o the r  sources of income may become of c r i t i c a l  importance. The 
new Panamanian adminis t ra t ion which came i n t o  o f f i c e  i n  
October 1964 i s  making reform e f f o r t s .  The a c t i v i t i e s  of t h e  
Ministry of Agricul ture  and t h e  Agrarian Reform agency have been 
stepped up and an a c t i v e  program of r u r a l  development has been 
i n i t i a t e d w i t h  t h e  as s i s t ance  of two A.I .D.  loans. The adminis- 
t r a t i o n  i s  pursuing a program t o  improve t ax  administration and 
enforcement, and recognizes the  need f o r  government reorgani- 
za t ion and improved public administration.  

I n  FY 1966, A.I .D.  proposes t o  continue support of a development 
program aimed a t  creat ing a more d ive r s i f i ed  and s t e a d i l y  growing 
Panamnian economy. Technical Cooperation, and loan-financed 
marketing and s torage f a c i l i t i e s  and cooperatives, should f a c i l i -  
t a t e  agrarian reform and r u r a l  development. b a n  c a p i t a l  f o r  the  
p r iva te  development bank and f o r  savings and loan associa t ions  i s  
planned to acce le ra te  indus t r i a l i za t ion ,  a g r i c u l t u r a l  development, 
and housing. I n  addi t ion,  Technical Cooperation w i l l  be con- 
t inued i n  support of a program of f i s c a l  and t a x  reform and t h e  
improvement of governmental and p r i v a t e  sec to r  manpower s k i l l s  
and adminis t ra t ive  pract ices .  A.I .D.  w i l l  pursue these  a c t i v i t i e s  
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i n  consultation with t h e  Inter-American Development Bank (IDB) and 
IBRD, which a r e  respect ively contemplating a c t i v i t i e s  i n  housing, 
r u r a l  c red i t ,  and roads as  p a r t  of a jo in t  program contingent upon 
ea t i s fac to ry  Panamanian performance i n  achieving economic 
development. 

PROGRAM SLElMARY 

(1n millions of do l la r s )  
FY 1964 FY1$5 Ti1966  
Actual Es t imted  Proposed 

Development bane 
Technical Cooperation 

, , , , 
Total A.?.D. Aselstance 5.5 

Paraguay, although an underdeveloped country ruled by a highly 
central ized government, has made general progress toward adopting 
Alliance r e f  orme :W&W gMr#.2sn% -&&g by t;hr Wta& mflwrb ' 

It has done a commendable job i n  s tab i l i z ing  i t s  currency and 
control l ing in f la t ion .  New agr icu l tu ra l  lands a re  being opened 
f o r  colonization. A.I.D.'s ass is tance t o  Paraguay B aimed a t  
promoting grea te r  economic and s o c i a l  progress through programs 
which d i r e c t l y  benef i t  the  Paraguayan people, especially i n  r u r a l  
areas.  It w i l l  be ueed t o  re inforce t h e  government's e f f o r t s  i n  
t h e  d i r e c t i o n  of improved t a x  administratlon, adoption of t a x  
reforms, completion of development plans, and increased agri-  
c u l t u r a l  product ion. 

The Paraguayan government i e  staunchly pro-western, anti-communist 
and anti-Castro, and has supported t h e  United States i n  such 
in te rna t iona l  forums a s  the UN and t h e  M. 

The U.S. ass i s tance  program i n  FY 1966 w i l l  continue t o  support 
on-going technical  cooperation a c t i v i t i e s  including f inanc ia l  
i n s t i t u t i o n a l  reform, agr icu l tu ra l  productivity, and human re- 
sources development. . A*&% %Lr Q9Xt019Qf d~-*, +tW%w & 

P Y  @ $w+Ww%+nurkct and a g r i a a l W  cwml2C= ' 
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J A M A I  CA 

PROGRAM SUMMARY 

(1n millions of do l la r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Development b a n s  2.8 2.9-5.0 2.0 
Technical Cooperation 0.6 0.5 0.4 

Total A.I.D. Assistance 3 4 3.4-5.5 2.4 

Jamaica i s  working through i t s  development plan t o  f o s t e r  economic 
growth through pr iva te  enterprise.  Hampered by a serious over- 
population problem, the  Jamaicans suffer  from severe unemployment. 
The United S ta tes  i s  a s s i s t i n g  through a modest Technical Cooper- 
a t i o n  program, and has made loans f o r  housing, water supply, and 
f e a s i b i l i t y  surveys .' 

I n  FY 1966, A.I.D. w i l l  continue t o  provide Technical Cooperation 
with U.S. technicians and consultant services,  and t ra in ing  f o r  
Jamaicans i n  t h e  United States .  The U.S. Technical Cooperation 
e f f o r t  largely supports p r i o r  A.I.D. loans f o r  housing and water 
supply. A.I.D. w i l l  consider sound loan appl icat ions  which would 
f a c i l i t a t e  development of key f inanc ia l  i n s t i t u t i o n s  necessary 
f o r  sound economic growth. 

TRINIDAD AND TOBAGO 

PROGRAM SUMMARY 

(1n millions df d o l l a r s )  
FY 1964 FY 1965 FY 1966 

Technical Cooperation 0.5 - - 
Supporting Assistance 5.0 5.0 5 -0 

Total A.I.D. Assistance 5.5 5.0 5.0 

C O N F I D E N T I A L  
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Relative t o  t h e  r i g h t  t o  maintain a U.S. naval s t a t i o n  i n  Trinidad, 
an agreement was reached i n  November of 1962 which provided, sub- 
j ec t  t o  appropriation by Congress, a t o t a l  of $30 mil l ion a t  the  
r a t e  of $5 mil l ion per year. The payments, t o  be completed i n  
FY 1967, w i l l  be used f o r  mutually acceptable a c t i v i t i e s  r e la ted  
t o  Trinidad and Tobago's s o c i a l  and economic development programs, 

BRITISH GUIANA 

PROGRAM SUMMARY 

(1n mil l ions  of do l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Development Loans - - 
~ e c h n l c a l  Cooperation 0.4 0 . 6  , 
contingency G.nd - 5.W 

Total  A.I.D. Assistance 

aJ Programmed as  of 1 2 / ~ / 6 4 .  

Cheddi Jagan l o s t  con t ro l  of t h e  Government of Br i t i sh  Guiaaa a s  
a result of t h e  December 1964 election; bUb antugnniamr 
an bwrp UCCd ua8 toneion eontimr# hfgh. The new government 
plan6 t o  reverse  same of t h e  econamic t rends  of t h e  Jagan reglme 
and is  es tab l i sh ing  a climate of confidence f o r  f u r t h e r  econamic 
d e v e l o p n t .  It K i l l  be  same months before t h e  d e t a i l s  o r  
magnitude of t h e  U.S. contr ibut ion t o  multilateral e f f o r t s  
( including t h e  United Kingdam, CanaBa, West Germany and in te r -  
nat ional  agencies) t o  assist t h e  new government i n  B r i t i s h  
Guiana i n  FY 1966 can f i n a l l y  be determined. 

The Contingency Fund has provided i n  1965 resources t o  oover re- 
h a b i l i t a t i o n  and maintenance of roads, sea  walls,  and t h e  in te r -  
nat ional  a i r p o r t ,  aqd WCZt lSiay b*. &u&:fsFe .& 
;FY 1966. OapltlrP Aaoirrtmlr be pvtW4n Nw M&m fw' 
Crane&xtaWm, 

HAITI - 
PROGRAM SUMMARY 

( 1n mill ions of do l l a r s  ) 
FY 1964 FY 196.5 FY 1966 
A c t m l  Estimated Proposed 

Supporting Assistance 1.5 1.4 1.4 

ft is not possible  for the Unite& States to muaess- 
i'ully any s ign i f i can t  mpanat ivs  p-ogram rlth A.I.D. funding at 
t h i s  time. 

The U.S. A.I.D. Kission t o  Haiti was closed i n  A w s t  1963, a f t e r  
the  A.I.D. program--with t h e  exception of a malaria eradicat ion 
project--had been terminated. FY 1966 funds w i l l  f inance t h e  
f i n a l  portion of t h e  malaria program's f our-year "a t tack"  phase 
,and the  f i r s t  por t ion of the  three-year "consolidation" phase. 
The malaria program i s  administered jo in t ly  by the  Pan American 
Health Organization (PAHO), t h e  United Nations Children's Fund 
(UNICEF), the Haitian Government, and A.I.D. I n  addi t ion t o  the  
humanitarian reasons f o r  A.I.D.'s continued support of t h e  pro- 
gram, U.S. withdrawal from the  program would negate the  e f fec t  of 
t h e  finds invested thus f a r  and would r i s k  re in fec t ion  of t h e  
population of t h e  Neighboring Dominican Republic. 

URUGUAY: 

PROGRAM SUMMAFK 

( I n  mill ions of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Development b a n s  5.4 - - 
Technical Cooperation 0.9 0 .8  0.9 

Total  A.I.D. Assistance 6.3 0 .8  0.9 
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Uruguay has already progressed through some of the ea r ly  stages of 
elopment, but i s  stagnating W&& &ASil#1119 SW$M&# d+ 
a t  present. F'urther advancement w i l l  require  d i f f i c u l t  

basic  s t r u c t u r a l  reforms. I t s  nat ional  development plan, now 
nearly completed, may provide the  needed catalyst  f &  act ion and 
reform. U.8. A-'4-D. p b 3 . I ~ ~  1s t@ niPla avrihble only r lid- 
rrw#gh- o5t uaf.tmne MtU -* mzlQJr*. .stion im taftlrtird 'by t b  
OavrePrraat. 

F i s c a l  year 1966 A.I.D. Technical Cooperation a c t i v i t i e s  i n  Uruguay 
include: ( a )  contract technicians and t ra in ing  fo r  t h e  nat ional  
planning organization s t a f f  and t h e  Uruguayan Tax Bureau; (b)  
ass is tance t o  t h e  Ministry of Agriculture i n  the  execution of the  
Agricul tural  Reform Plan, t o  e g r i c u l t u r a l  cooperatives, and t o  
a g r i c u l t u r a l  research a c t i v i t i e s  i n  the  National University; ( c )  
support of t h e  labor leader t ra ining center and labor union cooper- 
a t i v e  e f f o r t s ;  an8 (&) u a i . t u r t n  in -% tbr fnt-1 s8- 
We C8pblLity Of th. # o n % r d d ~  ~ 1 l - r  

PROGRAM SLlMMARY 

( I n  millions of d o l l a r s )  
FY 1964 FY1965 IT1966 
~ c t &  ~ s t & t e d  Proposed 

Technical Cooperation 

The proposed program i n  Venezuela i s  aimed a t  a ss i s t ing  key de- 
veldpment and public safety  projects . ,  U.S. ac t iv i ty  i n  M 1966 
w i l l  concentrate on monitoring ex i s t ing  loans, and on t h e  follow- 
ing Technical Cooperation a c t i v i t i e s  : (a )  t ra ining i n  public 
administration, management and public safety; (b) r u r a l  develop- 
ment with emphasis on supervised a g r i c u l t u r a l  credit;  and ( c )  
housing and urban renewal, including development of l o c a l  i n s t i -  
tu t ions  and t h e  mobilization of l o c a l  c a p i t a l  t o  finance housing 
construction. 

CONFIDENTIAL 

REGIONAL PROGRAM 

PROGRAM SUMMARY 

(1n millions of do l la r s )  
FY 1964 FY 1965 M 1966 
Actual Estimated Proposed 

Technical Cooperation 19.4 15.7 16.0 

Ihe  Purposes and Goals of the  Program 

The regional program has emerged a s  a specialized instrument f o r  
dealing with p r i o r i t y  needs t h a t  transcend the  geographic bounda- 
r i e s  of individual Alliance countries, and f o r  mul t i l a te ra l  o r  
multi-country solutions t o  common problems. The establishment of 
the  Inter-American Committee f o r  the  Alliance f o r  Progress (CIAP) 
has given addi t ional  impetus t o  the  cooperative e f fo r t .  

Ihe primary aim of the regional program i s  t o  strengthen the 
technical  capab i l i t i e s  of inter-American and regional organi- 
zations so t h a t  they may a s s i s t  and support country e f f o r t s  i n  
development planning and the  implementation of plans, land and 
f i s c a l  ref  om,  health,  and public administration. 

A second purpose of the regional program i s  t o  influence selected 
p r iva te  groups--such as  business, f a m  and labor groups--and 
through them t o  support and strengthen the leadership e s s e n t i a l  
f o r  development under the  Alliance. 

A t h i r d  objective of the  regional program i s  t o  improve and sup- 
por t  A.I.D. a c t i v i t i e s  by providing technical,  substantive guid- 
ance i n  spec i f i c  f i e l d s  through services which a r e  needed by 
more than one A.I.D. Mission. Under the  regional program A.I.D. 
seeks new approaches t o  promote progress, t o  harness under-- 
u t i l i z e d  o r  untapped resources--public and private--and t o  accel- 
e r a t e  t h e i r  use throughout the  region. 

CONFIDENTIAL 
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FY 1966 bogram 

M u l t i l a t e r a l  I n s t i t u t i o n s  

Funds provided f o r  t h e  r eg iona l  program i n  FY 1966 w i l l  be used 
t o  s t r eng then  f u r t h e r  Let in  American m u l t i l a t e r a l  i n s t i t u t i o n s ,  
enabling them t o  provide t echn ica l  advice  and t r a i n i n g  i n  p r i o r i -  
t y  f i e l d s  r e l a t e d  t o  development. A major po r t ion  of t h e  funds 
requested w i l l  be  made a v a i l a b l e  t o  t h e  Spec ia l  Development Assist-  
ance Fund on a cost-sharing p lan  t o  which a l l  Al l iance  member 
coun t r i e s  have agreed and a r e  con t r ibu t ing  vo lun ta r i ly .  The 
Fund w i l l  be administered by t h e  Pan American Union which has in- 
creased i t s  c a p a b i l i t i e s  t o  provide se rv ices  i n  s o c i a l  and eco- 
nomic development f i e l d s .  

Ass is tance  w i l l  be provided a l s o  t o  PAHO, t h e  I n t e r  American 
I n s t i t u t e  of Agr i cu l tu ra l  Sciences (IICA) and t h e  Organization of 
Cooperatives of t h e  Americas (OCA). I n  addi t ion ,  regional  pro- 
gram funds w i l l  continue t o  support  a u n i v e r s i t y  fel lowship pro- 
gram t o  develop t r a i n e d  h igh- level  manpower f o r  f u t u r e  leadership  
i n  t h e  Caribbean a rea .  

S p e c i a l  Development Assistance Fund 

The Spec ia l  Development Assistance Fund (SDAF) was e s t ab l i shed  by 
t h e  Inter-American Economi'c and S o c i a l  Council i n  November 1963, 
and became e f f e c t i v e  i n  January 1965. It i s  supported by t h e  
voluntary  pledges of member governments, and e f f e c t i v e l y  con- 
t i n u e s  a c t i v i t i e s  previous ly  f inanced with funds s o l e l y  provided 
by t h e  U.S. government. 

The Fund supports  country planning and country reviews. It f i -  
nances spec ia l i zed  t echn ica l  a s s i s t a n c e  i n  such f i e l d s  a s  land 
reform, t a x  reform, pub l i c  admin i s t r a t ion  and education planning, 
previous ly  provided under t h e  U.S. g ran t s .  Addit ionally,  t h e  
Fund continues t h e  success fu l  inter-American t r a i n i n g  programs of 
t h e  OAS Technical  Cooperation Program i n  such f i e l d s  a s  ag r i cu l -  
t u r a l  c r e d i t ,  a g r a r i a n  reform, bus iness  adminis t ra t ion ,  n a t u r a l  
resources evaluation,  pub l i c  adminis t ra t ion ,  and planning of 
water supply systems. 

I n  FY 1965, the  United S t a t e s  pledged a con t r ibu t ion  of up t o  
$4.5 mi l l i on ,  represent ing  no more than 66% of t h e  t o t a l  amount 
a c t u a l l y  deposited i n  t h e  Spec ia l  Fund. A l i k e  amount i s  re-  
quested f o r  FY 1966. U.S. pledge payments w i l l  be adjus ted  i n  
accordance wi th  t h e  a c t u a l  con t r ibu t ions  of t h e  o the r  member 
coun t r i e s .  

PAR0 w i l l  increase  i t s  c a p a b i l i t y  i n  malaria e rad ica t ion  and 
community water supply. With U.S. support, t h e  organiza t jon  
w i l l  a l s o  sponsor t r a i n i n g  and exper t  advisory serv-lces. I I C A  
under a cont rac t  with A . I . D . ,  provides t echn ica l  serv ices- - in-  
cluding advisory se rv ices  and t r a in ing - - in  support  of A . I . D .  
Missions ' and Lat in  American countr ies  ' r u r a l  development pro- 
grams. a p h a s i s  i s  on t r a i n i n g  i n  t h e  ana lys i s ,  inventory and 
mapping of n a t u r a l  resources,  and t r a i n i n g  i n  a g r i c u l t u r a l  ex- 
t ens  ion  methods. 

OCA, through a n  agreement wi th  A . I . D . ,  a s s i s t s  t h e  cooperative 
organizations of t h e  Latin American countr ies  i n  expanding 
membership and t r a i n i n g  l eade r sh ip  f o r  cooperative e f f o r t s  i n  
va r i ed  f ields--such a s  c r e d i t ,  e l e c t r i c i t y ,  housing, a g r i c u l t u r e  
production and marketing. The OCA enables member a s soc ia t ions  
a s  they  develop experience eventual ly  t o  provide a s s i s t a n c e  t o  
new cooperative groups. 

P r iva t e  Groups 

To encourage and promote p r i v a t e  e n t e r p r i s e  i n  Latin America, a 
U.S. consult ing f i n ,  under con t r ac t  with A.I.D.,  has i n i t i a t e d  
a t r a i n i n g  program f o r  key business and government o f f i c i a l s .  
Tra in ing i s  r e l a t e d  t o  t h e  se l f -he lp  a c t i v i t i e s  requi red  t o  r ea l -  
i z e  t h e  i n d u s t r i a l  p o t e n t i a l  of t h e  p a r t i c i p a n t s '  r e spec t ive  
areas .  

Concurrently, A . I . D .  i s  cooperating with CIAP i n  i t s  programs t o  
develop broader na t iona l  markets w i th in  each country. A.I .D.  
support  i n  FY 1966 i s  proposed f o r  s e l ec t ed  p i l o t  opera t ions  i n  
such a reas  as  improved major marketing methods f o r  food and new 
methods of consumer goods marketing i n  r u r a l  a r eas .  

I n  add i t ion  t o  t h e  success fu l  coopera t ive  development which has 
r e s u l t e d  from A.I .D.  a s s i s t a n c e  through contractors--such a s  t h e  
National  Rural E l e c t r i c  Cooperative Associat ion (NRECA) , t h e  
Credit  Union National  Associat ion (CUNA) and t h e  Cooperative 
League of the U.S.A. (CLUSA)--a new i n i t i a t i v e  had been under- 
taken f o r  cooperative production and marketing of a r t i s a n  handi- 
c r a f t s  which has e n l i s t e d  t h e  support  of U.S. p r i v a t e  en te rp r i se s  
inc luding the  Sears,  Roebuck and Company. More than 5,000 
hand ic ra f t  samples from Bol iv ia ,  Colombia, and Ecuador have been 
co l l ec t ed ,  catalogued, and presented  t o  prospect ive  buyers, in-  
cluding major merchandising f i rms i n  t h e  United S ta t e s ,  Canada, 
and France. Under a con t r ac t  w i th  t h e  Cooperative Leag~le of t h e  
U.S.A. a permanent system f o r  maintaining production and market- 
ing  of t h e  products i s  being developed. 
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The American I n s t i t u t e  f o r  F r e e  Labor Development (AIFLD), 
under an A.I.D. contract ,  w i l l  continue t o  strengthen democratic 
t r a d e  union organizations through t r a i n i n g  of Latin American 
workers f o r  responsible leadership  ro les  and through o r i en t ing  
l abor  organizations toward a c t i o n  programs t o  improve workers' 
housing, e s t a b l i s h  workers' banke and c r e d i t  unions, and provide 
o the r  t ang ib le  benef i t s  t o  workers through democratic means. 
Under i ts  program t h e  AIFLD i s  a s s i s t i n g  t h e  Latin American 
, labor movement t o  p lan an  e f f e c t i v e  r o l e  i n  developing and 
strengthening a democratic soc ie ty  i n  Latin America. 

A.I.D. a s s i s t ance  is a l s o  provided on request t o  s t rengthen and 
i n s t i t u t i o n a l i z e  t h e  study of t h e  s ignif icance of population 
growth i n  economic development. Among organizations a s s i s t e d  
a r e  t h e  I a t i n  American Center of Demography (CELADE) i n  Santiago, 
and t h e  Center f o r  Economic and Soc ia l  Development (DESAL). 
Through seminars, s tudies ,  and other  methods Latin American 
s o c i a l  s c i e n t i s t s ,  and others  a r e  being ass i s t ed  i n  t h e i r  e f f o r t s  
t o  focus on t h e  quest ion of population a s  an important aspect  of 
development. 
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Technical Cooperation funds w i l l  continue t o  support t h e  effec- 
t i v e  t r a i n i n g  and advisory work being ca r r i ed  out by the  Over- 
seas  Education Program of t h e  League of Women Voters and t h e  
National Farmers Union. The Andean Indian Coturnunity Development 
Program w i l l  be continued under a contract  with Cornell 'Univer- 
s i t y .  A.I.D. support i s  provided t o  t h e  Partners of t h e  Alliance 
program, whereby U.S. c i t i z e n  groups cooperate with counterpart  
groups i n  Latin America f o r  community advancement and o the r  
l o c a l  development and improvement. 

I 

Mission Support 

Other regional  p ro jec t s  a r e  d i rec ted  toward so lu t ion  of multi- 
country problems i n  land reform, manpower, human resource 
development and i n s t i t u t i o n  building,  and toward providing 
t r a i n i n g  and advisory services  i n  economic and s o c i a l  f i e l d s  
which a r e  needed t o  supplement and advance programs i n  severa l  
countries.  To these  ends, regional  funds support: (a)  Service 
Agreements with U.S. agencies such a s  t h e  Departments of Agricul- 
ture ,  h b o r ,  and t h e  Corps of Engineers; (b)  contracts  wi th  
t h e  Foundation f o r  Cooperative Housing, and a number of 
un ive r s i t i e s ;  and ( c )  t h e  t r a i n i n g  and advisory programs i n  
which t h e  cooperation of t h e  Government and many organizations 
and i n s t i t u t i o n s  of t h e  Commonwealth of Puerto Rico has been 
en l i s t ed .  
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i O C l A L  PROORESS T R U S T  F U N 0  . . . . . . . . . . . . . . .  S O C I A L  PROGRESS TRUST FUND . . . . . . . . . . . . . . .  
FOOD FOR PEACE - T O T A L . .  . . . . . . . . . . . . . . . . .  

T r t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  . . .  

0 0 0  FOR P E A C E  - T O T A L  ................... 
T t t l e  I - ( T o t a l  S a l e s  A g r e c m t n t r ) .  . . .  
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T I T L E  I  - P L A N N E D  FOR LOANS L GRANTS . . .  T I T L E  I  - P L A N N E D  FOR LOANS 6 GRANTS 

1 0 4 c  . C r n o t r  f o r  Common D c f e n r e  . . . . .  
1 0 6 e  - C r a n t r  f o r  E c o n .  , ! l e u e l o p n e n t . .  
1 O l e  - 1,oanr t o  ? r i v a t c  I n d u s t r y . .  . . .  
1 0 4 g  - L o a n s  t o  C o v c r n m e n t s . .  . . . . . . . .  
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T I  T L E  i - ASSIT FROA OTHER C C V N T ~  AGMIS.. 
T l T L E  I  I  - E' IERGEt tCY ? E L I E F  h ECON. DEV. .  
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V  - D O L L A R  C R E D I T  S A L E S  . . . . . . . . . .  
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TOTAL ECONOMIC ..................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loanr 

C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I L I T A R Y  A S S I S T .  PROORAM - ( C h p .  t o  APP. ). 
( A d d t t t o n . 1  C r o n t r  fro .  E x c e s s  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A I C E  ............... 
T O T A L  M I L I T A R Y  ..................... 

Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I I L I T A R Y  A S S I S T .  PROGRAM - ( C h p .  t o  A p p . ) .  
( A d d t t ~ o n a l  C r a n t r  f r o m  E x c c r r  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... 
T O T A L  M I L I T A R Y .  .................... 

Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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T O T A L  U.S. ECONOMIC A I D  M I L I T A R Y  . .... 
L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S.  ECONOMIC AND M I L I T A R Y . . . . .  

I 

OTHER ASSISTANCE OTHER ASSISTANCE 

I I O - S O V I E T  BLOC A S S I S T A N C E  ( C Y I  ......... 
S S I S T A N C E  FROM I N T E R I A T I O I A L  A G E N C I E S  

IBRD . World Bank ...................... 
UN Tech. Ass ' t .  (CY). .................. 
UN S p e c i a l  F b d  ........................ ................. I n t ' l  Dev. Assoc ia t ion  
Inter-An.  Dev. Bank .................... 
I n t ' l .  Finance Co rp ................... 
Excludes re f inanc ing  of $2.6 m i l l i o n .  

SS I S T A I C E  FROM I N T E R I A T I O I A L  A G E I C  I E S  
IBRD - 'World Bank ...................... 
UN Tech. A s s ' t .  (CY) ................... 
UN Spec ia l  Fund... ..................... 
I n t ' l  Dev. Assoc ia t ion  ................. 
Inter-Am. Dev. Bank .................... 
I n t ' l .  Finance Corp .................... 

Dte: Mi l i t a ry  d a t a  f o r  FY 1964 and c-1 
I 
i v e  through Junf e s t i m a t e s .  

* Less t h a n  $ 5 0 , 0 0 0  

Note: M i l i t a r y  d a t a  f o r  FY 1964 and cumulat ive through June 30, 1964 a r e  es t imates .  
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I l L l T A R Y  A S S I S T .  P R O P R A M  - ( C h g .  t o  A D D . ) .  
( A d d ,  t1on.1 G r a n t s  f r o m  E ~ c r r r  S t o c h ~ ) .  

- - 

I L I T A R Y  rrslsr. P R O G R A M  - ( c h p .  t o  ADD.  1. 
( A d d ,  t  t o n a l  G r a n t s  f r o m  E x c e r r  S t o c h r ) .  

DTHER M I L I T A R Y  A S S I S T I I C E  ............... 
T O T A L  M I L I T A R Y  ..................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans 
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S .  E C O I O M I C  A 1 0  M I L I T A R Y  ..... 

T O T A L  M I L I T A R Y .  .................... 
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

T O T A L  U . S .  E C O I O M I C  A I D  M I L I T A R Y . . .  .. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loons 

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . .  
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.0 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  4.0 

OTHER ASSISTANCE OTHER ASSISTANCE 

I I O - S O V I E T  BLOC A S S I S T A I C E  I C Y )  ......... I - I I O - S O V I E T  B L O C  A S S I S T A I C E  ( C Y )  ......... 
S S I S T A I C E  FROM I I T E R I A T I O I A L  A G E I C I E S  

IBRD - World Bank. ..................... 
UN Tech. Ass I t .  (CY). .................. 
UN Special  Fund ........................ .................... Inter-Am. Dev. Bank 
I n t ' l .  Finance Corp... ................. 

S S I S T A I C E  FROM I I T E R I A T I O I A L  A G E N C I E S  
IBRD - World Bank.. ................... 4.0 
UN Tech. Ass ' t .  (CY)  .................. 0.1  
UN Special  Fund.. ..................... 0.4 
Inter-Am. Dev. Bank ................... 

* Less than $50,000 
Note: Mili tary da ta  f o r  FY 1964 and cumulative through June 30, 1964 a r e  estimates.  



URUGUAY 
U . S .  F ~ s c a l  Y e a r s  - M t l l t o n s  o f  D o l l a r s  

PARAGUAY 
U . S .  F t s c a l  Y e a r s  - M t l l t o n s  of  D o l l o r r  

- 
U.S. OVERSEAS LOANS AND 

RANTS - NET OBL IGATIONS AN1 
EPAYMENT! 

AND 
INTEREST 

1 9 4 6 -  
1 9 6 4  

TOTAL 
LESS 

EPAYMENT! 
AND 

INTEREST 

U.S.  OVERSEAS LOANS AND 
2ANTS - NET OBL IGATIONS AN[ 

EPAYMENT! 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 4  

GI 

0 . 7  

2.1 - 
(-)  
( - )  

2.1 - 

1.4 
0 . 7  

2.9 

1.8 

7 . 5  - 
(-) 

TOTAL 
LESS 

'EP AYMENT! 
AND 

l NTEREST 

24.4 - 
1 9 . 5  
4.9 

1 0 . 5  

36.8 
( 4 8 . 4 )  
( 12 .0 )  

34.4 

1 0 . 7  
23.6 

* 
2.5 

6.8 

2 . 2  

80.7 - 
n . 5  
9.2 - 

32.9 
(6 .6 )  

LOAN AUTHOR1 ' IONS 
TOTAL 
1 9 4 6 -  
1 9 6 4  

3 
18.2 
23.1 

2.9 

18.0 

' IONS 
TOTAL 
1 9 4 6 -  
1 9 6 4  

2L.l 

20 .2  
4.9 

10 .5  

3Q 

( 4 8 . 4  
( 1 2 . 0 1  

36.4 

12.1 
24.3 

* 
2.5 

9.7 

4.0 

88.2 
79.0 

9.2 - 
32.9 
(6.6) 

PROGRAM PROGRAM 

1. 1 .0 .  A 1 0  PREDECESSOR A G E I C I E S  - TOTAL.. 

~~ ~ - 

I. I .D.  A10  PREDECESSOR A B E I C I E S  - TOTAL.. 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SOCIAL  PROQRESS TRUST FUND ............... 1OCIAL  PROBRESS TRUST FUND ............... 
................... FOOD FOR PEACE - TOTAL FOOD FOR PEACE - TOTAL ................... 

... T i t l e  1 . ( T o t a l  S o l a s  A8ree.cn t r ) .  

. . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  
T t t l c  I . ( T o t a l  S a l e s  A g r e e m e n t s )  . . . .  

L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . .  
. T l T L E  1 ' -  PLANNED FOR LOANS h GRANTS.. T I T L E  I - PLANNED FOR LOANS h GRANTS... 

. . .  . 1 0 4 c  G r a n t s  f o r  Comnon f l r f c n s e . .  
1OOe - C r a n t r  f o r  E c o n .  !7eve lopment . ' .  

. . .  1 0 6 e  . L o o n s  t o  P r i v a t e  I n d u s t r y . .  
- . . . . . . . . . .  1 0 4 8  L o o n s  t o  C o v c r n m e n t s  

1 0 4 c  - G r a n t s  f o r  Connon  f l e f r n t e  . . . . .  
1041 - C r o n t r  f o r  E c o n .  ~ O ~ v e l o p n r n t . .  

. . .  1O$e - L o a n s  t o  3 ' r i v a t e  I n d u s t r y . .  
. . . . . . . .  1 0 4 g  - L o o n s  t o  ~ o v r r n m c n t s . .  

. T l T L E  I - ASS'T F a  OTHER C W T W  nGFMI'S.. 
T l T L E  I  I  - E'IERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V  -DOLLAR CREDIT  SALES., ........ 

. T I T L E  I  - &SIT FROrl OTHER CWNTW acbmgS..  
T l T L E  I  I - E'IERGENCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES.. . 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

...... EXPORT-IMPORT 1111 LOIQ-TERM LOAIS .  

DTUER U.S. ECOIOYIC  PROQIAYS.. ........... ITWER U.S. ECOIOYIC  PROBRIMS............. 

TOTAL ECOIOYIC  ..................... 
L o a n s  ............................ 
C r u l t s  ........................... 

TOTAL ECOlOY lC  ..................... 
L o a n s .  ........................... 
G r a n t , . . . .  ....................... 

M I L I T A R Y  ASSIST .  PROQRAY- (Chp.  t o  APP.). 
( A d d l  t i o n a l  G r a n t s  f r o m  E z c e s a  S t o c k s  J .  

OTWER Y l L l T A R Y  ASSISTANCE ............... 
TOTAL M I L I T A R Y . .  ................... 

L o a n s  ............................ 
C r o n t r  ........................... 

TOTAL U.S. ECOIOYIC  A I D  MILITARY.. . .  . 
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I I L I T A R Y  ASSIST .  PROQRAY - (Chp .  t o  APP. ). 
( A d d i t i o n a l  G r o n r s  f r o m  E z c r r s  S t o c k s  J .  

OTHER Y IL I JARY ASSISTANCE ............... 
TOTAL Y I L I T A R Y  ..................... 

Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL U.S. ECOUOYIC A n o  M I L I T A R Y . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loons  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSlSTAkCE OTHER ASSlSTAkCE 

S I I O - S O V I E T  BLOC A S S I S T A I C E  I C Y 1  ......... 1IUO-SOVIET  BLOC A S S I S T I I C E  I C Y 1  ......... I -  I -  I - 
LSSISTAUCE FROM I U T E R U A T I O I A L  A B E I C I E S  

IERD . W o r l d  Bank ...................... 
UN T e c h .  A s s ' t .  (a) ................... 
UN S p e c i a l  Fund. ....................... 
I n t ' l .  D w .  A s s o c i a t i o n  ................ 
I n t e r - A m .  D e v .  Bank .................... 

I I 
L e n a  than $50 .000  

I S S l S T A l C E  FROM I I T E R I A T I O I A L  ABEUGIES 
IBRD - W o r l d  B a n k .  ..................... 
U N T e c h . A a s ' t . ( C Y )  ................... 
UN Special Fund........................ 
I n t e r - A m . h v . B a n k  .................... 

N o t e :  ~ i l i t a &  d a t a  f o r  FY 1964 e n d  emulative through J u n e  30,  1964 a r e  e s t i m a t e s .  - 

18.5 
0.3 
1.1 
4.1 

- 
0.2 
- 
5.0 



V E N E Z U E L A  
U . S .  F t r c a l  Yrarr - M t l l ~ o n s  o f  D o l l a r s  

B R I T I S H  G U I A N A  

L , . S .  F ~ r c a l  Ycorr  - M ~ l l t o n r  o f  D o l l a r s  

U . S .  O V E R S E A S  L O A N S  A N D  . P A Y M E N T I  
A N D  

N T E R E S T  

1 9 4 6 -  
I 9 6 4  

T O T A L  
L E S S  

EPAYMENT!  
A N D  

1 N T E R E S T  

T O T A L  
L E S S  

E P A Y M E N T !  
A N D  

I N T E R E S T  

U .  S.  OVERSEAS LOANS AND 
R A N T S  - N E T  O B L I G A T I O N S  ANC 

:PAYMENT!  
AND 

N T E R E S T  

1 9 4 6 -  
1 9 6 4  

G R A N T S  - N E T  O B L l  C L O A N  A U T H O R  I ; 

- 

-- 

-- 

-- 

-. 

- - 

T l O N S  AN1 
. I O N S  

T O T A L  
1 9 4 6  - 
1 9 6 4  

62.1 - 

55.0 
7 .1  

53.0 

25.9 

r l  O N S  

T O T A L  
1 9 4 6  - 
1 9 6 4  

P R O G R A M  L O A N  A U T H O R 1  

qz P R O G R A M  

. I . D .  A I D  P R E D E C E S S O R  A G E I C l L S  - T O T A L . .  i . l . 0 .  A 1 0  P R E D E C E S S O R  A G E I C I E S  - T O T A L . .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

. . . . . . . . . . . . . . . . . . . . . . . . .  Loonr  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . .  

O C l A L  P R O G R E S S  T R U S T  FUNO.  .............. O C l A L  PROGRESS T R U S T  F U N D  . . . . . . . . . . . . . . .  
0 0 0  FOR P E A C E  - T O T A L  . . . . . . . . . . . . . . . . . . .  0 0 0  FOR P E A C E  - T O T A L . . .  . . . . . . . . . . . . . . . .  

. . .  . T t t l c  I ( T o t a l  S o l c r  A g r r r n r n t r ) .  

. . .  L c r r :  ( P l o n n c d  f o r  U . S .  U s c r ) .  
T t t l r  I - ( T o t a l  S o l c r  A g r c c m c n t r ) .  

L r r r :  ( P l a n n c d  f o r  U . S .  U s c r ) .  

. . .  . T I T L E  I  P L A N N E D  FOR L O A N S  h G R A N T S  

1 0 4 c  - C r n n t s  f o r  Cnnnon n c f e n r c . .  . .  
1OGc - C r o n t r  f o r  E c o n .  n c u c l o p n c n t  

10'1. . I .oonr t o  ? r r u o t c  I n d u s t r y . .  . . .  
1 0 6 8  - L o o n s  t o  C o v c r n m c n t r . .  . . . . . . .  

1 0 4 c  - C r n n t s  for Common n c f c n r e  . . .  
IOGe - C r o n t r  J o r  E c a n  9 c v e l o p n c n t . .  
10're - I .aonr t n  ? r r v o t e  I n d u s t r y . .  . . .  
1 0 4 g  - L o a n s  t o  C o v e r n m r n t s .  . . .  

T I  T L E  I - A S S I T  F K N  OTHER CCVNTRl  AGFMT'S.. 
T I T L E  I  I  - i ' ! E u G E t l C Y  R E L I E F  h ECON.  D E V . .  
T I  T L E  I  I  I  - V O L U N T A Q Y  Q E L I  E F  A G E N C I  E S . .  . 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . . . . . . . . . .  

. . T I  T L E  I ASSIT F a  OTHER CWNTKY AGFhlT'S.. 
T I T L E  I  I -! l F 4 ; E ' l i Y  R E L I E F  h ECON. D E V . .  
T I T L E  1 I  I  - ' JOLLIYTARY R E L I E F  A G E N C I E S  . . .  
T I T L E  I V  - D O L L A R  C Q E D I  T  S A L E S . .  . . . . . . . .  

X P O R T - I M P O R T  B A N K  L O I O - T E R M  LOAIS. . . . . . .  X P O R T - I M P O R T  BANK L O I O - T E R M  LOANS. .  ..... 
TMER U . S .  E C O I O M l C  PROGRAMS ............. ............. T M E R  U . S .  E C O I O M I C  PROGRAMS 

T O T A L  E C O I O M I C  .................... 
Loon, . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  E C O N O M I C  ..................... 
Loon, . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I l L l T A R Y  A S S I S T .  PROGRAM - ( C h g .  to  A p p .  ). 
( A d d l  t t o n a l  G r a n t s  f r o m  Erccrr S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... 
T O T A L  M I L I T A R Y  ..................... 

Loons  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C r o n t r  

I L I T A R Y  A S S I S T .  PROGRAM - ( C h g .  to  A p p .  ). 
( A d d ~ t t o n a l  G r o n t r  f r o m  Ezccrr S t o c k s ) .  

OTHER M I L I T A R Y  A S S l S T A l C E  ............... 
T O T A L  M I L I T A R Y  . .................... 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U . S .  E C O I O M I C  A I D  M I L I T A R Y . . . . .  

- - 

T O T A L  U.S. E C O I O M I C  A I D  M I L I T A R Y . .  ... 
L o o n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE OTHER ASSISTANCE 

I I O - S O V I E T  B L O C  A S S I S T A N C E  f C Y l  ......... I - 1 1 0 - S O V I E T  BLOC A S S I S T A N C E  f C Y )  ......... - I 
S S I S T A I C E  FROM I I T E R I A T I O I A L  A G E I C I E S  ....................... IBRD - World Bank 

UN Tech. Ass ' t .  (a).. ................. 0.4 ........................ UN Special  Fund 2.5 
Inter-Am. Dev. Bank .................... 13.4 
I n t ' l .  Finance Corp ..................... 

S S I S T A M C E  FROM I I T E R I A T I O I A L  A G E N C I E S  ....................... . IBRD World Bank .................. UN Tech. Ass't .  (CY) 0.1 
. UN Special F u n d . . . . . . . . . . . . . . . . . . . . . . .  

~ ~ t ~ :  Mi l i ta ry  da ta  f o r  FY 1964 and cumulative through June 30, 1964 a r e  estimates.  



T R I N I D A D  AND TOBAGO 

U.S. F t s c o l  Yeorr - M~lllonr of D o l l a r s  
JAMAICA 

U . S .  F t r c o l  Yeorr  - Y t l l t o n s  of D o l l o r r  

U.S. OVERSEAS L O A N S  AND EPAYMENT 
AND 

I N T E R E S T  
1 0 4 6 -  
1 9 6 4  

- 

- 
(-)  
( - )  

- 

T O T A L  
L E S S  

:PAYMENT! 
AND 

N T E R E S T  

12.2 - 
7.8 
4.4 

12.0 - 
(- 1 
( -  1 

EPAYMENTS T O T A L  

I N T E R E S T  REPAYMENTS 
1 9 4 6 -  

- s 
26.5 

1 U.S.  OVEEEAS LOANS AND 
GRANTS - N E T  O B L I G A T I O N S  AN[ T I  ONS ANC 

I O N S  
TOTAL 
1 9 4 6 -  
1 9 6 4  

12.2 - 
7.8 
4.4 

12.0 - 
(- 1 
( - I  

PANTS . 
LOAI - 

1 9 6 3  

ET O B L l  
UTHOR 1 i - 

1 9 6 4  

PROGRAM 
1 LOAh ' I O N S  

T O T A L  
1 9 4 6 -  
1 9 6 4  * 
26.5 

0.8 - 
(-) 
( - )  

- 

0.3 
0.5 

13.0 

0.1 

PROGRAM 
1 9 6 3  

A. 1 . 0 .  AND PREDECESSOR A O E I C I E S  - TOTAL.. 10.8 I. 1.0. AND PREDECESSOR A 0 E I C l E S  - TOTAL. .  

L o o n s .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 1o.a 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r o n t a  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROORES3 TRUST FUND.. ............. - I 
:OOO FOR PEACE - TOTAL. .  ................. F 0 0 0  FOR PEACE - TOTAL.. ................. 

T t t l e  I - ( T o t a l  S o l e s  A g r e e m e n t s )  . . . .  ( - )  
L e s s :  ( P l a n n e d  f o r  U . S .  U r e o )  . . . .  . . . .  T i t l e  I - ( T o t a l  S o l r .  A g r e e m e n t s )  

L e s s :  ( P l o n n e d  f o r  U . S .  U t e r ) .  . . .  
T l T L E  I  - P L A N N E D  FOR LOANS h GRANTS.., .. . T I T L E  I PLANNED FOR LOANS b GRANTS. 

. .  1 0 4 c  - G r a n t s  f o r  Common D e f e n s e . .  : 
1 0 0 .  - S r a n t s  f o r  Econ,  ~ e v e l o p m e n r . .  
l O l e  - Loans t o  T r i v a t c  I n d u s t r y  . . . . .  
1 0 4 8  - L o a n s  t o  C o v e r n r e n t r . .  . . . . . . . .  

- . . .  1 0 4 c  G r a n t s  f o r  Common n e f e n r e . .  - 
1 0 4 c  - < r a n t s  f o r  6 c o n .  ! 3 e u e l o p m r n t . .  - 

- . . . . .  1 0 $ e  Loans t o  P r i v a t e  I n d u s t r y  - 
. lO4g  Loans t o  Governments  . . . . . . . . . .  - 

. T I T L E  I - ASSIT FKh4 OTHER CWNTRf A G M ' S . .  - 
T I T L E  I  I  - E'IERGENCY R E L I E F  b ECON. DEV. .  X 

T l T L E  I l l  - V O L U N T A R Y  R E L I E F  AGENCIES. .  * . 
T I T L E  I V - D O L L A R  C R E D I T  SALES. . .  ....... 

... T l T L E  I  - A S S I T  FROr lOTHERCWNTRf W ' S  
T I T L E  I  I  - E' IERGENCY R E L I E F  h ECON. D E V . .  
T I T L E  I I I - VOLUNTARY R E L I E F  AGENCIES. .  . 
T I T L E  I V - D O L L A R  C R E D I T  SALES... ....... 

EXPORT-IMPORT BANK L O I O - T E R M  LOANS.. .. I - t X P O R T - I M P O R T  I A I K  LONE-TERM LOANS.. ..... 
............. OTHER U.S. ECONOMIC PROQRAMS 

M I L I T A R Y  A S S I S T .  PROQRAM - ( C h p .  t o  ADD. ). 

)THER U.J. ECONOMIC PROQRAYJ ............. 
.................... T O T A L  E C O I O M I C  m 

L o a n s . . . .  ....................... 
C r o n t r . . . . . .  .................... 

- 

r l L l r r a r  r s s l s r .  p a o e r r w  - ( c h p .  t o  A D D . )  
( A d d t t t o n a l  C r m t r  f rom E x e e r r  S t o c k s )  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... 
T O T A L  M I L I T A R Y  ..................... 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .................... T O T A L  M I L I T A R Y  
L o a n r  ........................... 

. . . . . . . . . . . . . . . . . . . . . .  G r a n t s . . . .  

T O T A L  U.S. E C O I O M I C  AND M I L I T A R Y . . . .  

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
G i a n t s . .  . . . . . . . . . . . . . . . . . . . . .  1 10.8 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  C r o n t r  

- 

OTHER ASS l STANCE OTHER ASS l STANCE 

........ $ 1 1 0 - S O V I E T  B L O C  A S S I S T A I C E  I C V I .  1 - 1 4  - S I I O - S O V I E T  BLOC A S S I S T A N C E  ( C Y I . .  ....... I - I - I - 
A S S I S T A N C E  FROM I I T E R I A T I O N A L  A G E N C I E S  

. IBIU) W o r l d  Bank..................... 
UN T e c h .  A s s ' t .  (a )  .................. 
UN S p e c i a l  Fund....................... 

I I I 
L e s s  t h a n  $50,000 

. 
0.1 - 

LSS I S T A I C E  FROM I I T E R I A T I O I A L  A 0 E I C l E S  
UN T e c h .  Ass 't. (a )  ................... ....................... UN S p e c i a l  Fund.. 
I n t  '1. F i n a n c e  C o r p .  ................... 

I I I 

' Less than $50,000 

0.1 

N o t e :  ~ i l i t .&data  f o r  FY 1964 a n d  c u m u l a t i v e  through June 30, 1964 are e s t i m a t e s .  
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Country 

- 

TOTAL 

Afghanistan 

Type of Assistance 
(Thousands of Dollan) 

India I 3 4 % 4 w -  1 3359mO- 1 8 ,450  I - I 
333,450 385.000 

Israel 0- 0 - - - 
1 4 0  10.000 

Jordan ' 54,600 I5.000 4 ,600  32,000 

Nepal 3.600 3 3 , 6 0 0  - 

Turkey I 144 ,2001  140.0001 4 . 2 0 0 1  - I 

Yemen 2 ,500  - - 2,500 

CENT0 4 5 0  - 4 5 0  - 
Regional 2,850 - 2 ,850  - 

aJ E l q b l e  for development lendme 

Central Treaty Organ~rotion 
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NEAR EAST AND SOUTH ASIA REGIONAL S W Y  
must not be divulgedto unauthorized individuals. 
A l l  other motoriol is  unclarrifiod. 

Successful development i n  the  Near East and South Asia, within a 
framework of f r e e  and s t a b l e  soc ie t i e s ,  i s  of prime importance 
not only t o  the  countries of the area,  but a l so  t o  t h e  
United S ta tes  and the  Free World. This region encompasses 18. 
countries with a population of three-quarters of a b i l l i o n .  
Average annual population growth r a t e  is  2-1/28 and per '  capi ta  
GNP l e s s  than $100. This a rea  i s  undergoing basic social, economic 
and p o l i t i c a l  changes a s  the  people reach out  fo r  more sa t is factory 
l i v i n g  standards. However, change and growth should take place 
wi thin  t h e  context of p o l i t i c a l  s t a b i l i t y ,  in te rna l  secur i ty  and 
s o c i a l  jus t ice .  It i s  U.S. policy t h a t  t h e s e  people be helped t o  
a t t a i n  these  ends. 

Development Progress 

The countr ies  of the  NESA region now devote substant ia l  resources 
t o  development and most of the  resources f o r  it come from the  
people themselves. 

The U.S. a i d  e f f o r t s  i n  Greece and I s r a e l  demonstrate t h a t  a id ,  
when combined with constructive country economic and s o c i a l  
po l i c ies ,  can produce very rapid growth. Greece grows a t  b e t t e r  
than 6% a year, I s r a e l  a t  about 10%-one of the highest growth 
r a t e s  i n  t h e  world. Their success permitted the United S ta tes  t o  
terminate grant a i d  i n  1962 and the rea f te r  t o  extend development 
loans on a declining sca le  and on harder terms. Favorable r e s u l t s  
a r e  evident a l s o  i n  Lebanon, which received no a i d  grants or  loans 
a f t e r  1963. I ran  too i s  i n  a t r a n s i t i o n a l  s ta tus ,  with loans now 
extended a t  higher r a t e s  of in te res t .  

Nearly 90s of U.S. a i d  i n  the  Near Fast  and South Asia region i s  
programmed fo r  India, Pakistan, and Turkey, a l l  of which have 
development plans accepted by a i d  donors a s  bases f o r  extending 
ass is tance.  Turkey's plan t o  eliminate reliance on foreign a i d  
by 1973 i s  a p r a c t i c a l  objective.  For India  and Pakistan, t h e  
t a s k  w i l l  take longer. 

India and Turkey now finance over three-fourths of t h e i r  develop- 
ment programs from t h e i r  own resources. Pakistan i B  succeeding i n  
r a i s i n g  t h e  share it finances, which now reaches over 60%. Each 
country has undertaken important reforms and changes i n  policy 
which w i l l  support growth--Wrkey, t a x  reform; Pakistan, t h e  
removal of r e s t r i c t i o n s  on imports; India,  incentive pr ices  f o r  
producers of foodgralns. These examples i l l u s t r a t e  the  e f f o r t s  
these  countr ies  a r e  making t o  achieve sel f -susta ining growth 
eventually. 
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a r e  changing. 
formerly had t o  

The economies and s o c i e t i e s  of these  countries 
They now a l l  produce i n d u s t r i a l  products which 
be imported. This i s  one s t ep  on the  road t o  se l f - re l iance.  
Construction, power, mining, and t ransport  a l l  show gains. 
Agricul tural  output, p a r t i c u l a r l y  i n  Pakistan i n  recent years, 
a l s o  increased. I n  India, there  a r e  t h r e e  times more children 
i n  school (almost 50 mil l ion)  than i n  1947. The numbers of 
technical ly  t ra ined,  although s t i l l  not su f f i c ien t ,  continue t o  
increase.  Although they a l l  face  a problem of rapid  population 
growth--about 2-1/2$ i n  India and Pakistan, and c lose  t o  3% i n  
Turkey--they a r e  managing under t h e i r  development programs t o  
provide t h e i r  people with some improvement i n  consumption, while 
devoting more resources t o  investment t o  increase incomes i n  t h e  
future.  

consortia and Other Aid 

Other f r e e  world countries a l s o  have a l a rge  s take i n  the  inde- 
pendence and development of t h i s  region. Mmy indus t r i a l ly  
developed f r e e  world countries and the  p r inc ipa l  m u l t i l a t e r a l  
i n s t i t u t i o n s  have joined i n  consortia t o  finance development 
ass i s t ance  needs. Although the U.S. share  is  l a r g e - t o  da te  
about 45% of funds pledged through the  consortia--i t  is  f a r  from 
alone i n  i t s  e f f o r t s  t o  a s s i s t  countries such a s  India,  Pakistan 
and Turkey. Program loanti--the financing of e s s e n t i a l  equipment, 
raw materials,  spare pa r t s ,  components--have proved t o  be a 
pa r t i cu la r ly  e f fec t ive  way of providing U.S. ass is tance under 
these  consortia,  especia l ly  s ince  t h e  bulk of t h i s  a ss i s t ance  
benef i ts  chief ly  the  p r iva te  sector.  Other donors a l so  have 
provided program ass i s t ance  through t h e  consortia. 

I n  1963 and 1964, India, Pakistan and Turkey received pledges of 
$3,362 mil l ion through consortia. The United S ta tes  provided 
$1,505 mil l ion ($1,355 mil l ion from A.I.D. and $150 mil l ion from 
Ex-Im Eank). Most of the  U.S. a i d  took the  form of long-term, 
low i n t e r e s t  loans. Terms from other  donors, apar t  from Inter-  
nat ional  Development As socia t ion (IDA) loans, which a r e  more 
l i b e r a l  than our own, and some Canadian grants and low-interest  
loans i n  the  cases of Pakistan and India, have ranged from 3-1/2 
t o  6-1/25, from 12 t o  25 years maturity and from no grace periods 
up t o  seven years.grace. 

Other indus t r i a l ly  advanced nations and mul t i l a t e ra l  agencies a r e  
a l s o  helplng other  countries i n  the  region,.with both technical  
and c a p i t a l  ass is tance.  

C O N F I D E N T I A L  
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Major Issues  

Debt Service Burden - Aid recipients  i n  the Near East and 
South Asia region face a growing problem of debt servicing, 
especia l ly  f o r  short-term, high i n t e r e e t  loans. Turkey already has 
reached t h e  point where about 40$ of ' i t s  foreign debt w i l l  f a l l  
due i n  t h e  next few years. Servicing t h i s  debt w i l l  r equ i re  about 
half  i t s  export earnings. P o s s i b i l i t i e s  f o r  increased foreign 
exchange earnings a r e  l imited, a t  l e a s t  i n  the shor t  run. There- 
fore,  f inancing must be extended on b e t t e r  terms i f  we a r e  t o  see  
continued growth of these  ecoqomies. Since it w i l l  be some time 
before development can take place without external  concessional 
a i d  t o  countries such a s  Turkey, India and Pakistan, a i d  t o  these  
countries from t h e  United S ta tes  and other sources must be on t h e  
best  terms possible.  

I n  t h e  recent  past ,  o ther  indus t r i a l ly  developed countries have 
begun t o  take s t eps  t o  make loan terms compatible with the  debt- 
servic ing capacity of recipient  countries. Primarily a s  a r e s u l t  
of U.S. i n i t i a t i v e ,  they have reduced in te res t  r a t e s  and length- 
ened grace and repayment periods. Loans from West Germany bore 
an average maturity of f i v e  years i n  1959; by 1963 the  average 
maturity was 20 years. f ireover,  i n t e r e s t  ra tes  on West German 
loans have been reduced and average grace periods lengthened 
within t h e  past  two years. The Gnited Kingdom now provides loans 
with matur i t i e s  up t o  30 years and grace periods of seven years. 
Moreover, the  United Ungdom waives i n t e r e s t  payments f o r  up t o  
seven years,  thereby e f fec t ive ly  reducing the i n t e r e s t  r a t e  t o  
about 3-1/2$. Canada has adopted IDA lending terms -- 314% 
i n t e r e s t ,  50 years maturity with t e n  years grace. 

Agricul tural  Production - One af t h e  gravest weaknesses i n  
Near East and South Asia country economies i s  t h a t  not enough 
f o o d ' i s  produced t o  feed rapidly  growing populations. This has 
been o f f s e t  i n  p a r t  by imports of P. L. 480 surplus a g r i c u l t u r a l  
products, but these  countries w i l l  not be able t o  a t t a i n  balanced 
development i f  t h e i r  a g r i c u l t u r a l  sectors  cannot keep pace with 
the  demands on them. More in te rna l  resources and external  
a ss i s t ance  must be a l located t o  the  agr icul tural  sec to r  t o  in-  
crease a g r i c u l t u r a l  productivity through technical  ass is tance,  
s o i l  conservation, use of f e r t i l i z e r s ,  etc.  

Administrative Weaknesses - I n s t i t u t i o n a l  inadequacies, antiquated 
methods, lack of adequate data ,  and shortages of s k i l l e d  adminis- 
t r a t ~ r s  plague almost a l l  gove&nents of t h e  region. S k i l l s  a r e  
needed t o  carry  out t h e  business of governments and development. 
Much of U.S. technical  ass is tance i s  directed toward helping bui ld  
t h e  i n s t i t u t i o n s  and technical  and managerial s k i l l s  needed f o r  
successful  development. 
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Much has been accomplished i n  Near East and South Asia countries 
t o  overcome these  bas ic  weaknesses. Much more needs t o  be done. 

P o l i t i c a l  Problems - D i f f i c u l t  p o l i t i c a l  problems consume energies 
and resources which could be used b e t t e r  f o r  development purposes. 
The United S ta tes  makes constant e f f o r t s  t o  keep these  problems 
from in te r fe r ing  with  orderly growth. 

The most pe r s i s t en t  a re  the  Kashmir problem and r e l a t e d  f r i c t i o n s  
which keep India  and Pakistan from devoting t h e i r  f u l l  e f f o r t s  
t o  development, t h e  problem of Cyprue' fu ture  which hae s t ra ined 
re la t ions  between NATO a l l i e s ,  Greece and Turkey, and the  Arab- 
I s r a e l i  d ispute  which remains unresolved. There a r e  a l so  in t ra -  
Arab r i v a l r i e s  i n  t h e  Arabian Peninsula which have not ye t  been 
resolved, although some progress is  being nade i n  s e t t l i n g  
United Arab Republic (UAR) and Saudi Arabian dif ferences  over 
Yemen. 

FY 1966 Program 

It i s  wi thin  t h i s  framework of developmental need, the  awakened 
and enlightened d r ive  and sel f -help  e f f o r t s  of t h e  region's 
countries,  a s t rong f r e e  world in te res t ,  and d i f f i c u l t  p o l i t i c a l  
problems t h a t  the  United S ta tes  must contribute i t s  ass is tance 
and conduct i t s  programs. 

Lebanon, Syria and I raq  no longer receive A.I.D. grants  o r  loans 
on concessional terms. Some other countries a r e  approaching t h e  
point  where t h e i r  developmental requirements can be provided 
e i t h e r  from t h e i r  own resources o r  through more normal arrangements 
from in te rna t iona l  f inanc ia l  sources. Greece and I s r a e l  a r e  good 
examples of countries which have used external  a i d  successfully 
i n  achieving t h e i r  developmental objectives.  Grant a i d  t o  these  
countries ended i n  FY 1962. I r a n ' s  increasing o i l  revenues have 
shortened the  period during which it needs ex&wA g x c e s s i o n a l  
c a p i t a l  a s s i s t ance . '  Unless oonditlons change, A,LD+ doe6 not 
plan to mke loans, to (Creeee In BP 1966. 

PROGRAM SUMMARY 

(1n mil l ions  of do l l a r s )  . 
Fy 1964 FY l9b> FY lgbb 
Actual Eat imated Pro~osed  

k a h p m e n t  Loans 726.2 6~ ,5 -747 .5  690 .o-805.0 
Technical Cooperation 50.5 50.0 46.4 
Supporting Aeeistance 66.6 38.5 34.5 

Total  A.I.D. Aeeistance 843.3 766.0-836.0 770.9-885.9 
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The FY 1966 economic a i d  request f o r  Near East and South Aaia 
includes funda f o r  t e n  countries,  Central Treaty Organization 
(CENTO)  and regional projects ,  a s  compared t o  15 i n  FY 1964. 
Development Loana account f o r  90% of t h e  FY 1966 economic a id  
requeet. The Supporting Aselstance requeet is  l e e s  than 5$, 
while Technical Cooperation funds account f o r  about 6%. 

Development Loane 

About 80% of world-wide Development Loan funds a r e  concentrated 
i n  t h e  Near Eaet and South Asia countries.  Over 90% of t h e  
regional request f o r  loans w i l l  be concentrated i n  th ree  
countriee -- India, Pakistan and Turkey. Al l  of these  countries 
have well-defined development plans, all of them have given evi- 
dence, through measures they have themselvea taken, of a des i re  
t o  move s tead i ly  along the  road t o  development and all have 
exhibited an a b i l i t y  t o  use resources effect ively.  It is  of 
great importance t o  the  United Statea t h a t  these  countr ies  be 
provided the  external  resources from other f r e e  world donors and 
ourselves t o  be able  t o  improve indus t r i a l  productivity,  strengthen 
aocial  infras t ructure ,  and increase agr icu l tu ra l  output, which a re  
neceesary f o r  the  eurvlval of f ree ,  democratic soc ie t i es .  

There a r e  many Important p ro jec t s  i n  each of theae countriee which 
require  l a rge  amounte of c a p i t a l  f o r  equipment and eervlcea which 
can be obtained only f r m  abroad. Development Loan project  aaaiat -  
m c e  i a  neceesary t o  bui ld  t h e  power planta,  i r r i g a t i o n  systems, 
and t ransporta t ion networks e s s e n t i a l  a s  a bas i s  f o r  economic and 
s o c i a l  development. These a r e  usually very l a rge  projecta  which 
can be undertaken only by governmente o r  l a rge  p r iva te  concerns. 
Other project  loane a r e  made t o  finance f e a s i b i l i t y  atudiee, or t o  
provide equipment f o r  a specif ic  p r iva te  indua t r i a l  concern t o  
increase productivity i n  a key sector ,  o r  t o  provide funda f o r  
development bank8 f o r  relending t o  medium and small-aize industr ies .  

Project  loane, however, can be re la ted t o  only par t  of t h e  c a p i t a l  
needs of India, Pakiatan and Turkey. Countries with rapidly grow- 
ing i n d u s t r i a l  and agr icu l tu ra l  aectora have many neede which they 
cannot aupply from i n t e r n a l  aourcea and m a t  obtain from abroad. 
These grarlng econmies  need raw mater ia ls  which they do not pro- 
duce, spare par ta  f o r  exfat ing equipment and machinery, components 
and eemi-finished materials.  Theee needs a re  apread over t h e  whole 
economy an8 cannot be met by project  loane. 

Hence India, Pakistan and Turkey need program loane for  e s s e n t i a l  
imports, broad enough t o  cover a range of needed items, but  spec i f i c  
enough t o  excluae non-essential imports and luxury goods. Graring 
experience i n  administering these loans, careful ly  compiled lists 
of a l l m b l e  i tuns ,  t h e  close cooperation of hoet country 

governments, import l ibe ra l i za t ion ,  and regular end-use r e v i m  
are  making t h e  effectiveneaa of t h e  program loan technique f e l t .  
Since these import8 go t o  widely diepersed concerns of all s i z e s  
within the countriee where t h i s  technique i e  used, they serve i n  
large part  t o  eupport investment i n  t h e  p r iva te  sector.  

The balance of t h e  region'e Development Loan requeet w i l l  be ueed 
mainly for selected p ro jec t s  i n  Afghanietan, Jordan and perhape 
the  UAR. I f  eui table  Development Loan appl icat ions  a r e  eubmitted 
by Cy-prue and Nepal, they w i l l  be  conaidered. Depending on t h e  
c i r c w t a n c e a  a t  t h e  time, applicatione from I e r a e l  may a l s o  be 
considered. 

Juet aa important aa t h e  volume of development lending are t h e  
term8 on which t h e  loans a re  made. All  countries t o  which 
Development Loans a re  expected t o  be made i n  FY 1966 suf fe r  from 
chronic shortages of foreign exchange. Since t h e i r  development 
i s  on a long-range baeis ,  they cannot afford commercial-type 
terms -- high i n t e r e s t ,  short-term repey-mente -- without over- 
cammitt ing foreign exchange reserves and earning6 . In te rna l  
development needs w i l l  absorb t h e  bulk of t h e i r  production f o r  
a m  years. 

A.I.D. loan terms t o  individual countries are, of course, baaed on 
t h e  foreign exchange poei t ion and forecaeted debt-servicing 
capabili ty.  For example, a loan was mdle i n  FY 1.964 t o  Greece 
f o r  hydroelectric power development a t  34% for  25 years with a 
f ive  year grace period. In contras t ,  loana t o  India and Pakiatan 
are  made a t  #, with 40 year maturities and t e n  year grace 
periods, during which 1% i n t e r e s t  i s  charged. 

While a country's capacity t o  eervice do l la r  loans may be limited 
and t h e  moat favorable loan terme required, a given en te rpr i se  can 
pey comwrical t e rns ,  r e f lec t ing  t h e  t m e  cost  of c a p i t a l ,  i n  t h e  
currency of the  country. Therefore, the  "two-etep" loan procedure 
was adopted. For example, i n  1962 a do l la r  loan wae made t o  
Premier Autmobilee, a p r iva te  Indian company, t o  import U.S. car  
and truck dice.  Under t h e  two-etep procedure, Premier w i l l  repay 
t h e  rupee equivalent of t h e  loan t o  t h e  Government of India over 
a 15-year period, with two yeare grace, a t  5-314%. 

The Government of India w i l l  repay t h e  United S ta tes  i n  do l la re  
over 40 yeara, with a t e n  years grace period a t  t h e  lowest A.I.D. 
i n t e r e s t  r a t e  i n  e f f e c t  a t  t h e  time of t h e  loan, 314%. Thue, t h e  
enterpr ise  pays a competitive p r ice  f o r  cap i ta l ,  but  the  country's 
balance of payment8 i e  not unduly burdened during i ts  period of 
intensive development. 
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Technical Cooperation 

The s l i g h t  decrease i n  t h e  FY 1966 Technical Cooperation request 
re f lec ta  t h e  completion of a number of projects  wlthin the  region 
and t h e  reduced scale  of others.  It r e s u l t s  also from a gradual 
reduction of t h e  Technical Cooperation program i n  Iran. 

Technical Cooperation i s ,  and w i l l  .remain f o r  same t h e ,  a 
valuable p a r t  of U.S. ass is tance t o  the  region and an essen t ia l  
complement t o  our c a p i t a l  assistance programs. The needs of 
developing countriea f o r  technical  d v l c e  and t ra ining a n  as 
great  a s  t h e i r  need f o r  cap i ta l .  This type of ass is tance i s  
planned f o r  nine countries,  CENTO and f o r  regional programs. 
Ov-er 75$  i s  concentrated i n  f i v e  countries:  Afghanistan, India,  
Jordan, Pakistan and Turkey. 

Within t h e  next few years Technical Cooperation w l l l  be increas- 
ingly concentrated on key areas and ins t i tu t ions:  r u r a l  develup- 
ment, including agr icu l tu ra l  productivity, strengthening adminis- 
t r a t i o n  and management, and t ra in ing  f o r  ski l led manpower, a r e  
among t h e  most Important. The experience and competence of both 
p r iva te  and public U.S. i n s t i t u t i o n s  w l l l  be drawn on t o  assure 
t h e  a v a i l a b i l i t y  of t h e  bes t  advisors possible. 

American un ivers i t i ea  ir. par t i cu la r  can and do play a l a rge  r o l e  
i n  A.I .D. ' s  Technical Cooperation program. A new technique -- a 
consortium of univers i t iea  -- i s  being used i n  India i n  an e f f o r t  
t o  i n j e c t  b e t t e r  qua l i ty  i n  t h e  teaching of science, mathematics, 
engineering and vocational education through summer i n s t i t u t e s .  
American professore spend t h e i r  summers i n  India conducting work- 
shops and seminars i n  these  f i e lds .  This program i s  carr ied out 
by contract  teama fram t h e  Universit ies of Wisconsin and I l l i n o i s ,  
Ohio and Michigan S ta te  Universlt iea,  Houston University and 
Teachers College of Columbia Univeralty. 

Other American univers i t ies ,  such aa t h e  Washington S ta te  Univer- 
s i t y  and t h e  Universit ies of Wyoming, Missouri, Tennessee, and 
Kansas, a r e  ass i s t ing  agr icu l tu ra l  un ivers i t i e s  or univers i ty  
departments i n  Afghanistan, India, Pakistan and Turkey, especial ly  
i n  agr icu l tu ra l  research and extension. Assistance t o  engineering 
education is  given by U.S. eduaational Ins t i tu t ions  t o  univers i t iea  
i n  Afghanistan, India, Turkey and t h e  U r n .  In Iran, t h e  University 
of Pennsylvania is helping t o  develup Pahlavi University a t  Shiraz 
a f t e r  t h e  pa t te rn  of American un ivers i t i e s .  

Increseing uae is  d e  a l so  of other U.S. government agencies. 
Bureau of Public Roads personnel a m  helping build roads i n  Yemen, 
Public Health Service o f f ice rs  a r e  working i n  several countriea, 
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and Bureau of t h e  Census s p e c i a l i s t s  a r e  advising t h e  Government 
of Turkey on s t a t i s t i c a l  matters. 

Technical Cooperation funds a re  used i n  t h i s  region t o  a s s i s t  i n  
t h e  establishment of cooperatives. In Jordan, ass is tance i s  given 
i n  t h e  East Ghor area  t o  finance c red i t ,  marketing and other 
cooperative services.  In  I ran the  Agricultural Credit and Rural 
Development Bank receives ass is tance i n  expanding i t s  c r e d i t  
program and developing an e f fec t ive  c red i t  organization. Agri- 
c u l t u r a l  c r e d i t  i n s t i t u t i o n s  i n  Nepal and Turkey a l so  receive 
ass is tance as  par t  of t h e  e f f o r t  t o  increase agr icu l tu ra l  pro- 
duct ivi ty .  

Ov-er 1,300 present and po ten t ia l  leaders  were brought t o  t h e  
United States  fo r  t r a in ing  during FY 1964 under A.I .D.  programs. 
These people Kill re tu rn  t o  posi t ions  i n  t h e i r  governments o r  
pr ivate  enterpr ises  f r a m  which they can influence t h e i r  countries '  
development. 

Supporting Assistance 

The Near East and South Asia Supporting Assistance request has 
again been reduced from previous levels .  It i s  now l e s s  than 5$ 
of t h e  regional request and i s  planned only fo r  Jordan and Yemen. 
The amount requested f o r  each of these two countries has been 
reduced. 

Support of Jordan as  an Independent country is  par t  of t h e  U.S. 
objective and e f f o r t s  t o  maintain reasonable prospects of peace 
i n  t h e  Near East. Supporting Assistance contributes an e s s e n t i a l  
pa r t  t o  t h e  Jordan budget and i s  expected t o  be necessary, on a 
declining scale,  fo r  some years t o  help cover ordinary budget 
expenditures. 

Mi l i tmy Assistance 

U.S. i n t e r e s t s  i n  t h e  Near East and South Asia a re  served a l s o  
through mi l i t a ry  ass is tance programs t o  a number of countries,  
moat of which share borders Kith Communist countries. Greece and 
Turkey maintain l a rge  defense forces t o  meet NATO requirements. 
Pakistan and Iran, members of CENTO, and Southeast Asia Treaty 
Organization (SEATO) i n  t h e  case of Pakistan, a l so  maintain 
subs tan t ia l  forces. India s t i l l  needs help t o  bui ld  up from i t s  
low leve l s  a t  t h e  time of t h e  1962 at tack by Communist China. A l l  
of :hese countries need mi l i t a ry  equipment and supplies which must 
be  imported. The forces of these  countries must be kept a s  modern 
a s  possible within t h e  funding l imita t ions  of t h e  mi l i t a ry  a s s i s t -  
ance program. 

CONFIDENTIAL 121 



SkPlM areas are SECURIYY CLASSIFIED and 

must not be divulged ta unauthorized individuals. 

NEAR EXST AND SOUTH ASIA REGIONAL SUMMARY All other material is unalassified. 
1 I 

Food f o r  Peace One of the important 
CONFIDENTIAL 

ways i n  which t h e  pr ivate  sector  is  bene- 

Agricultural products furnishdl  under P.L. 480 a re  an Important 
supplement t o  U.S. economic aesletance. Rapidly growing popfla- 
t ions ,  slowly r i s i n g  agr icu l tu ra l  productivity,  t h e  dr ive f o r  
higher standards of l i v i n g  and b e t t e r  d i e t s  have required food, 
feed and f i b e r  Imports by a number of countries.  Because foreign 
exchange ehortages l i m i t  normal procurement f o r  most of these  
countries,  sales a r e  male untler T i t l e  I of t h e  Food f o r  Peace 
program for  loca l  currencies. Part  (country uaee) of t h e  sa les  
proceeds i s  U o c a t d l  t o  the  country t o  be used f o r  mutually agreed 
development purposes. A p a r t  i s  used f o r  loans t o  U.S. Investors 
(Cooley ~ o a n s ) .  Another p a r t  (u.S. uses) i s  used t o  defray U.S. 
exptneee of various kinds i n  t h e  country. 

Aasistance under T i t l e  I has been important pa r t i cu la r ly  t o  India, 
Pakietan and Turkey. In t h e  UAR, food under t h i s  T i t l e  has repre- 
sented t h e  bulk of U,S. ass is tance and has provided about 15% of 
t h a t  country's food requirements. 

T i t l e  I11 programe are conducted by Voluntary Agencies such as  
CARE, Church World Sellrlce, an8 t h e  Catholic Relief Services, i n  
15 countries.  Omr 21.5 mil l ion people a r e  reached through these 
programs, including 16.8 mil l ion chi ldren benef i t ing through the  
school milk and lunch programs. 

Smal l  T i t l e  IV dol la r  s a l e s  have been made i n  t h e  past  t o  I raq  
and Syria. Sales t o  I ran and Greece w i l l  be made i n  FY 1965. 
Future sa les  be made t o  these  countr ies  an8 t o  others as t h e i r  
foreign exchange posi t ions  enable them t o  pay f o r  these  products 
i n  do l la r s  on reasonable terms. 

Assistance t o  Pr ivate  Eaterprise 

Pr ivate  investment, domestic and foreign, plays  an Important r o l e  
i n  t h e  econamlc development of NESA countries. Since Nomber  
1961, A.1.D. has authorized 17 loans t o t d i n g  $146 mil l ion d i r e c t l y  
t o  p r iva te  firme t o  es tab l i sh  new p lan t s  and extend ex i s t ing  
f a c i l i t i e s .  'Fistnty loans t o  Development Banks have been author- 
ized s ince 1958, enabling these i n s t i t u t i o n s  t o  expand t h e i r  
lending f a c i l i t i e s  t o  t h e  p r iva te  sector.  Moreover. t h e  l a r g e s t  

fi ted i s  by Cooley l o c a l  currency loans. From January 1962, 
when A. I .D.  sssumed ~ i n i s t r a t i o n  of t h e  Cooley Loan program, 
through June 30, 1964, 79 such loans were approved fo r  use i n  
Near East and South Asia countries.  These loans to ta led  over 
$108 million. In FY 1964 alone, 32 loans t o t a l i n g  almost $59 
million were made. Such loans w i l l  be used i n  Iran, Turkey and 
India t o  manufacture t i r e s .  They w i l l  help  produce chemicals i n  
I s rae l ,  Turkey and India, and pharmsceuticals i n  Pakistan. They 
w i l l  a ss i s t  i n  t h e  expansion of a s t e e l  plant  i n  Turkey and a 
canent plan i n  India. Almost all of t h e  borrowers are  m e &  by 
or  a f f i l i a t e d  with U.S. companies. 

Technical Cooperation a l s o  i s  used t o  f o s t e r  pr ivate  enterpr ise .  
In Nepal ass is tance i s  being given t o  the  Nepal Indus t r i a l  Demlop- 
ment Corporation t o  he lp  marshal p r iva te  damestic and foreign 
cap i ta l .  Technical ass is tance p ro jec t s  i n  Jordan a r e  directed 
t m r d  the development of managerial and t e c h n i c d  c a p a b i l i t i e s  
needed i n  the  p r iva te  indue t r i a l  sector ,  In  Pakistan t h e  p r iva te  
indus t r i a l  development goal includes s e v e r d  technical ass is tance 
projects ,  such as assis tance t o  t h e  Pakistan Investment Advisory 
Center and t r a in ing  program6 i n  mining methods and engineering. 

The Investment Guarantee program continues t o  provide a strong 
s t l m d u s  to  U.S. firme investinn abroad. A.I.D. has Investment 
Guarantee Agreements with all major a i d  receiving countries i n  
t h e  Near East and South Asia. A s  of September 30, 1964, t h e r e  
were 227 act ive contracts  of guarantee n l t h  outstanding balancee 
of guarantees of over $390 million. No pc~rments h a m  been d e  
u d e r  any of these  guarantees. In t h e  f i r s t  t h m  months of FY 
1965, 37 contracts of guarantee, amounting t o  over $15 million, 
were signed. Sixteen of these  contracts  a re  i n  India and s i x  
i n  Pakistan. 

Since FY 1962, 29 investment survey grants  have been authorized 
fo r  a t o t a l  of nearly $400,000. These surveys invest igate  
investment opportunities such a s  constructing cement p lan t s  i n  
Greece and Pakistan, producing abrasives i n  India and establ ish-  
ing canning f a c i l i t i e s  i n  Turkey. 

propo%ion of imports fin&ed by program loans t o  India, ~ a k i s t a n ,  
an8 Turkey, goes t o  t h e  p r iva te  industry sec to rs  of those countries.  

C O N f  IDENTIAL 



BASIC D 4 T A  

Population (millions - mid-1964) . . . . . . .  475 
. . . . . . .  Annual Growth Rate (percent). 2. 4 

............ Area (1 000 square miles) 1,260 
Population Density per square mile. ... 377 

Agricultural Land as % of Total Area . . . .  54 
Percent of Population in Agriculture . . .  70 

Life Expectancy (years) ............ 47 
................ People per Doctor. 5,000 

. . . . . . . . . . . . .  Literacy Rate (percent) 24 
Pupils as Percent of Population. ....... 10 

(Primary 6 Secondary) 

- -. -- . - - -- - - . . 

s Mmnr INDIA - GROWTH TRENDS 
1962163 P r t c c s  . . . .  . -  

( R ~ D  -1.1 

1 I GROWTH RATE 

:ROWTH INDICATORS 
Total GNP fin 1962 prices; f millions,*?/ ........ 

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment as percent of GNP. . . . . . . . . . . . . . . . . .  
~Gmestic Savings as % of Investment. . . . . . . . . . . . .  
Net Foreign Balance as % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . .  Agricultural Prod. Index (1952-54= 100) .  
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  .............. Food Grains (Million MT) 

Industrial Prod. Index (1958= 100) .............. 

NTERNATIONAL TRADE f f  millrons)k/ 
Total Exports ( t . o .6 . ) .  . . . . . . . . . . . . . . . . . . . . . .  

Tea (Customs Basis) ................... 
Total Imports (c .  i.1.) ....................... 

Trade Balance . . . . . . . . . . . . . . . . . . . . . . .  
iOLD & FOREIGN EXCH4NGE ( r fd$ l iEs ) .  . . . . .  

X S T  O F  LIVING INDEX (1958= 100). . . . . . . . . . . .  
TENTRAL GOVERNMENT FINANCES * 

(FY Ending March 31) 

. . . . . . . . . . . . . . . . . . . . . . .  Total Expenditures 
................... (Deleme Expenditures). 

....................... (Capital Outlays). 

Total Dornestlc Revenu d . . . . . . . . . . . . . . . . . .  
As pew., 01 w P J .  . . . . . . . . . . . . . . . . . . . .  

Deficit (-) or Surplus (+) ..................... 

Calendar Years 

- Million Dollar Equivalents - 

1964 Est. 

39,700 
83 

16 
8 1 

3 

us 
107 

70 

159(6 mos.) 

1963 i9& ( R e v .  Bud. ) 1965(Budget) 

5,662 7,217 7,707 
(1,037) (1,742) (1,841) 
(2,482) (3,082) (3,201) 

$ Converted a t  4.762 rupees per U.S. dollar.  

a/ FY beginning April 1. 
!/ Payments basis; FY begining April 1 of year stated.  
c/ I n  addit ion t o  the Central Government, the Provincial Governments levy substantial  - 

revenues of t h e i r  own, amounting t o  an estimated amount of $2,000 mill ion fo r  the 
FY 1964/65. 
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PROGRAM SUMMARY 

(1n millions of do l la r s )  
FY 1964 ,FY 1965 FY 1966 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total A.I.D. Assistance 334.1 3432 34- 

U.S. 0b.lectives and Assistance Policy 

U.S. objectives a r e  t o  help India remain f r e e  and independent, 
promote c lose  and f r i end ly  re la t ions  between India and other f r e e  
world countries,  and improve Ind ia ' s  capacity t o  r e s i s t  encroach- 
ments from Communist China. 

Achievement of these  objectives requires India to sus ta in  
economic expansion a t  r a tes  suf f ic ien t  t o  maintain t h e  confidence 
of t h e  Indian people i n  the  a b i l i t y  of t h e i r  democratic system t o  
improve standards of l iv ing  f o r  t h e  masses as  well a s  t o  finance 
higher defense needs. Thus India i s  one of t h e  major development 
support countries and ass is tance from t h e  United S ta tes  provides 
a c r i t i c a l  margin enabling India t o  press forward with t h e  a t tack 
on t h e  p o l i t i c a l ,  economic and i n s t i t u t i o n a l  problems. Ind ia ' s  
s i ze ,  resource potent ia l ,  self-help record, and t h e  importance of 
i t s  development t o  the  Free World make it one of t h e  major recip- 
i e n t s  of U.S. assistance. 

As a react ion from t h e  Chinese a t tack on India i n  1962, defense 
expenditures rose from $700 mil l ion i n  1961 t o  an estimated $1.8 
b i l l i o n  i n  1964, with yearly imports of mil i tary goods of about 
$250 million, imposing an addi t ional  heavy burden on t h e  country's 
l imited resources. Despite t h e  defense burden, t h e  government i s  
attempting t o  accelerate  the  development program a s  t h e  best means 
of improving l iv ing  standards and providipg t h e  resources f o r  
defense. To  reduce j&htignetrypremw# land to awzd rxrsus2vS. 
diverlslon of resources from development, the government now i s  
limiting foreign exchange expenditures for defense t o  $1.5 
bi l l ion  over a five-year period. This a l s o  viU. require corres- 
ponding r e s t r a i n t s  on domestic defense expenditures. 

India continues t o  adhere t o  t h e  pr inciple  of planned economic 
development, but t h e  s t r a i n s  of t r ans i t ion  from t h e  Nehru regime, 
t h e  Indian r e a l i z a t i o n  of t h e  slowdown i n  development progress, 
pa r t i cu la r ly  i n  food production, and t h e  shock of t h e  Red Chinese 

aggression, have required India t o  re-evaluate t h e  adequacy of 
i t s  objectives and pol ic ies .  %erefore, opport&ttas which dM 
not a i e t  before may ar ise t o  w e  U.9. ass i s tance  t o  encourage 
more eff icient  we of resources and adoption o f  more liberal 
economic polleierr. U.S. asnis%ance can thus pfay an Snp6rtant 
role i n  imgxoving XMian pol ic ies .  

Achievement, S e l f - H e l ~ ,  t h e  Role of Other Donors 

In  1951 India i n i t i a t e d  t h e  f i r s t  of i t s  development plans, which 
a r e  aimed ultimately a t  eliminating i t s  r e l i ance  on external  
ass is tance f o r  growth. India was determined, i n  t h e  process, t o  
c rea te  an i n s t i t u t i o n a l  framework consistent with and contributing 
t o  the  strengthening of a democratic society.  

Since 1951 i n d u s t r i a l  production increased 110% with coal pro- 
duction doubling, s t e e l  capacity increasing by f i v e  times and 
i n s t a l l e d  e l e c t r i c a l  generating capacity by four  times. Agricul- 
t u r a l  production increased by 40% although t h e  increase was not 
enough t o  keep pace with both population growth and improved d i e t s .  
Malaria, which formerly incapacitated 100 mil l ion people each 
year, has been almost eliminated. School attendance has more 
than doubled. Wells f o r  potable water a r e  increasing a t  t h e  
r a t e  of 85,000 a year. Government revenues, which i n  1951 
amounted t o  only about 5% of GNP have r i sen  t o  about 12% i n  1964. 
Investment has climbed t o  16% of GNP i n  1964 from t h e  e a r l i e r  
l e v e l  of 13% i n  1961. During t h e  f i r s t  two Five-Year Plans, about 
$24 b i l l i o n  was invested f o r  development without serious pressure 
on domestic pr ices .  

U.S. ass is tance has been concentrated pr incipal ly  i n  the  f i e l d s  
of power, transportation, agr icu l tu re  and education, all of which 
have been major bottlenecks t o  Indian economic development. 
Twenty-two Development Loans to ta l ing  about $435 mil l ion have 
been made f o r  power projects  alone. When U.S. financed plants  
under construction have been completed, t o t a l  i n s t a l l e d  capacity 
w i l l  increase by 4,300 MW. Six equipment loans t o t a l i n g  $190 
million have been extended t o  the  Indian railways t o  finance 
about 380 d i e s e l  and 138 e l e c t r i c  locomotives. The Indian Rail- 
ways now have expanded t h e i r  f a c i l i t i e s  f o r  t h e  production of 
locomotives and wagons so t h a t  large-scale imports w i l l  no longer 
be required. Loans a l so  have been extended t o  development banks 
and substant ia l  commodity ass is tance and project  loans were made 
avai lable  t o  finance other  p r iva te  sector  a c t i v i t i e s .  In  addi- 
t ion ,  over $75 mil l ion i n  Cooley Loans have been approved f o r  
projects  t o  manufacture, paper, rubber, aluminum, heavy engineer- 
ing, machine too l s ,  e tc . ,  s ince January 1962. Over 100 invest- 
ment guaranties have been approved s ince 1958. 
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Under the  Third Five-Year Plan, ending i n  March 1966, about $25 
b i l l i o n  w i l l  have been spent by India f o r  development purposes. 
Despite impressive gains i n  industry and i n  expanding power and 
t ransporta t ion f a c i l i t i e s ,  it i s  now c lea r  t h a t  the  production 
goals of the  Plan w i l l  not be reached. As ant ic ipated,  unemploy- 
ment w i l l  be higher a t  t h e  end of the  Plan, even though employ- 
ment w i l l  have r isen.  

The most pressing problem i s  inadequate growth i n  agr icul ture .  
Rising food pr ices  and resul t ing p o l i t i c a l  pressures have stimu- 
l a t e d  debate within t h e  Indian government on agr icu l tu re  policy. 
The Indian Government and the  United S ta tes  a r e  making major 
e f f o r t s  t o  increase t h e  supplies and use of f e r t i l i z e r .  India,  
with the  support of A.I.D. program assistance, i s  planning 
t o  increase t h e  imports of f e r t i l i z e r  by about one-third. i n  1965, 
and the  government i s  discussing with po ten t ia l  U.S. investors  a 
major investment i n  f e r t i l i z e r  production. A system of incent ive 
pr ices  f o r  producers i s  being t r i e d  i n  some s t a t e s .  Effor ts  a r e  
under way t o  s e t  up buffer  stocks of foodgrains and strengthen the 
marketing organization t o  assure  provision t o  consumers of ade- 
quate supplies a t  reasonable pr ices .  Ind ia ' s  consideration of 
new ideas o f fe r s  the  United S ta tes  a unique opportunity t o  support 
India 's  e f f o r t s  through se lec t ive  use of U.S. ass is tance.  

U.S. development ass is tance i s  provided through a Consortium 
organized by t h e  IBRD t o  coordinate economic ass i s tance  from f r e e  
world countries.  The IBRD and f r e e  world countries other  than 
t h e  United S ta tes  provided about 60% of t h e  ass is tance received 
by India through t h e  Consortium. The United S ta tes  provided the  
other 40%. In addition, the  Soviet bloc has extended over $1 
b i l l i o n  outs ide t h e  aonsortium. 
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India Consortium-Pledges f o r  the  F i r s t  Four Years of Third Elan 

(1n millions of do l la r s )  
1961-64 1964-65 4-year m t a l  

U.S. m t a l d  
A. I .D .  
Ex-Im Bank 

Others 
IBRD & IDA 
W. Germany 
United Kingdom 
Japan 
Six other& 

Total 0 1,028.0 4,445.0 

aJ Ekcludes P.L. 480. 
Austria, Belgium, Canada, France, I t a l y  and Netherlands. 

The amount of ass is tance India receives i s  l a rge .  Nevertheless, 
India finances about 80% of i t s  development costs  from i t s  own 
resources. 

Service on Ind ia ' s  external  debt i s  expected t o  amount t o  over 
$1 b i l l i o n  during the  Third Plan (1961-1966). This f igure  w i l l  
more than double during t h e  Fourth Plan (1966-1971), given con- 
t inuat ion of lending a t  recent r a t e s  and terms. Therefore, it 
i s  essent ia l  t h a t  a l l  donors o f f e r  the  best  possible terms on 
new loans.  

A.I.D. ass is tance w i l l  continue t o  be extended pr incipal ly  on a 
loan basis.  As a r e s u l t  of p r i o r  ass is tance and i t s  own e f f o r t s ,  
India now produces much of the  machinery and other  c a p i t a l  
equipment needed f o r  developent .  This s i t u a t i o n  permits using 
more than one-half of A . I . D .  loans f o r  financing raw materials,  
spare parts, and other  c r i t i c a l l y  needed imports. This kind of 
development ass is tance,  which goes l a rge ly  t o  t h e  pr ivate  sector ,  
makes possible f u l l e r  use of exis t ing productive capacity and i s  
a s  necessary t o  t h e  success of t h e  development program a s  i s  t h e  
financing of individual projects .  
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Program lending a l s o  o f fe r s  India t h e  moet effect ive kind of 
eupport I n  meeting t h e  r i s k s  and financing the d i r e c t  or indirect  
foreign exchange coats  of adopting changes i n  policy t o  make more 
e f f e c t i v e  uee of reeourcee. Liberal izat ion of the  present system 
of Lmport, exchange and investment controls  would tend t o  stirnu- 
l a t e  p r iva te  ac t iv i ty .  Such changes may require higher l eve le  of 
program analstance. 
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T i t l e  I of P.L. 480 K i l l  be about $400 million i n  FY 1966. which 
i e  about the  average of such s a l e e d u r i n g  the  preceding three 
yeare. 

m e  Technical Cooperation program of $8.45 mil l ion concentrates 

In view of t h e  greater  emphasia on agr icul ture  and t h e  e f f o r t e  by 
t h e  Indian Government t o  o f f se t  e a r l i e r  shor t fa l l e  from Plan 
t a r g e t s ,  project  loan funas K i l l  a l s o  be needed t o  finance f e r t i -  
l i z e r  production. In d d i t i o n ,  we expect projecta t o  augaw?nt 
pare r  and t ransporta t ion f a c i l i t i e e .  The actual e ize  of t h e  
pledge at the  Coneortiurn meeting t o  be held in t h e  Spring of 
1965 K i l l  depend on etudiea now under way by the United States  
and t h e  IBRD, and on the  contributions of others. 

In v i e w  of continuing food shortagee, 
menta f o r  food grains, vegetable o i l e  

it 1s expected t h a t  require- 
and other products under 

on increasing operating and managerial competence i n  agr icul ture  
and industry. Funds a l so  w i l l  be used t o  improve t h e  qua l i ty  of 
Indian technical,  engineering and agr icu l tu ra l  education a t  the  
univers i ty  l e v e l  pr incipal ly  through contracts with U.S. 
univers i t ies  such as  Ohio S ta te ,  Teachers College of Columbia 
University, Purdue, California I n s t i t u t e  of Technology, 
Massachusetts I n s t i t u t e  of Technology, I l l i n o i s ,  Kansas S t a t e  
and Missouri. A new program, designed t o  reor ient  the  teaching 
of science and mathematics a t  t h e  secondary school l eve l  i s  under 
way, with very s ign i f i can t  e f f o r t s  being put forward by the  Indian 
government. In 1964, 2,200 Indian facu l ty  members were introduced 
t o  t h e  new American approach t o  science teaching. These programs 
w i l l  increase t h e  supply of s k i l l e d  people required t o  design 
and manage Ind ia ' s  c a p i t a l  investments. Funds w i l l  be used f o r  
t r a in ing  both i n  India and i n  t h e  United S ta tes  of s c i e n t i s t s  and 
technicians now working i n  Ind ia ' s  agr icu l tu ra l  extension and 
research services.  
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. O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L  l  G A T I D  

NLRSHALL 
P L A N  MUTUAL S E C U R I T Y  ACT PERIOD 

A N D  L O A N  A U T H O R I Z A T  -- 
FOREIGN A S S I S T A N C E  

ACT P E R I O D  

A . I .D .  AND PREDECESSOR AGENCIES - TOTAL  ........... - -- - 
d L o a n s  ..................................... - 

G r a n t s  .................................... - 
S O C I A L  PROGRESS TRUST FUND ........................ - I 

............................ FOOD FOR PEACE - TOTAL  I - 
............ T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  

L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............. 

T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS..  ......... 

............ . 1 0 4 c  G r a n t s  f o r  Common D e f e n s e . .  - 
...... 1 0 4 e  - G r a n t s  f o r  . E c o n o m ~ c  D e u e l o p n e n t . .  - 

.............. . 1 0 4 e  L o a n s  t o  P r ~ v a t e  I n d u s t r y  - 
................... . 1 0 4 g  L o a n s  t o  G o v e r n m e n t s  - 

T I T L E  I - A S S ' T  FROM OTHER COUNTRY SALES AGRMT 'S .  - 
T  l  T L E  I I  - EMERGENCY R E L  l  E F  AND ECON. DEVELOP..  . -  
T I T L E  I  I I  - VOLUNTARY R E L I E F  A G E N C I E S . .  . . . . . . . . . .  
T I T L E  I V  - DOLLAR C R E D I T  SALES. .  . . . . . . . . . . . . . . . . .  

EXPORT- IMPORT BANK LONG-TERM LOANS. .  . ............. I -bl 
OTHER U.S. ECONOMIC PROGRAMS.. . ................... 3 9 . f  l- 

T O T A L  ECONOMIC .............................. 39.9 
L o a n s  ..................................... 
C r a n t r  .................................... 

M I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h p .  t o  APP. ) . . .  ... 
( A d d i t l o n o 1  G r a n t s  f rom E x c e s s  S t o c k s )  ....... 

OTHER M I L I T A R Y  A S S I S T A N C E  . . ...................... 
T O T A L  M I L I T A R Y  .............................. 

L o a n s  ..................................... 
.................................... G r a n t s  

TOTAL  ECONOMIC AND M I L I T A R Y . . . . . . . .  ............ 
L o a n s  ...................................... 39.9 

...................................... G r a n t s .  - 
4 Does not include $20.0 millLon loan i n  F'Y 1958 financed by Aeian Economic Dave11 

:or FY 1964 and cumulative through June 30, 1964 are estim 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

FY 1 9 6 3  FY 1 9 6 4  FY 1 9 4 6 - 6 4  

IBRD - World Bank ..... 29.9 - a 7 . 1  
UNTech.Aes l t . (CY) . .  3.8 2.3 29.2 
UN Special Fund ....... 3.5 5.7 25.6 
I n t l l .  Dev. Association 178.0 90.0 390.0 
I n t ' l .  Finance Corp. .. 0.9 5.5 8.0 

lent Fund. b/ Includes the uti l ization during F'Y 19h6 of $29.2 millLon of lenc ver credits. - 
Note: Military data 
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S  I NO-SOVI E T  BLOC A S S  STANCE 

1 9 6 3  i c a l e n d a r  Y e a r l . . .  - 
...................... 1 9 6 4  ( C a l e n d a r  Y e a r ] .  281r 

C u m u l a t i v e  Thru 1 9 6 4 . .  ..................... 1,266 



BASIC D4TA 

. . . . . . .  Population (millions - mid.1964) 

. . . . . . .  Annual Growth Rate (percent). 

. . . . . . . . . . . .  Area (1000 square miles) 
. . .  Population Density per square mile. 

. . . .  AgricuItural Land a s  % of Total Area 
. . .  Percent of Population in Agriculture 

Life Expectancy (years)  ............ 
................ People per Doctor. 

............. Literacy Rate (percenl) 
Pupils a s  Percent of Population. ....... 

(Primary 6 Secondary) 

Jordan 

Jordan - 

t M ~ l l ~ o n s  JORDAN - GROWTH TRENDS 

GENERAL ECONOMIC DATA 

lROWTH INDICATORS 
Total GNP (in 1962 prices; I millrons* . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance a s  % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Agricultural Prod. Index (1 952-54 = 100) 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  ...................... Wheat (1,000 MT) 

Phosphate Rock (1,000 MT) ............... 
NTERNATIONAL TRADE ( I  millrons) 

. . . . . . . . . . . . . . . . . . . . . .  Total Exports ( / . o .b . ) .  ................. Vegetables and Frui ts  
. . . . . . . . . . . . . . . . . . . . . . .  Total Imports (c.i.1.) 

Trade Balance . . . . . . . . . . . . . . . . . . . . . . .  
;OLD & FOREIGN EXCHANGE ( ~ ~ $ { { ~ ~ ~ ) .  . . . . .  
a0LESALE PRICE INDEX (1958=100) .......... 
:ENTRAL GOVERNMENT FINANCES * 

FY Ending March 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  (Defense Expenditures). 

. . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays).  

Total Domestic Revenues . . . . . . . . . . . . . . . . . . . . .  
A s  percent of GNP ....................... 

................. Deficit (-1 or Surplus (+I,. 

*Converted a t  $2.80 per Jordanian dinar. 

Calendar Years 
196 1 - 1962 - - 1953 

9 6 93 102 

- Million Dollar Equivalents - 

1964 Esl. 

h15 
223 

18 
-20 

2 2 

196 
143 
2 90 

61 5 

25 
n.a. 
150 

-125 
124(0ct.) 

91 

a/ Includes $10 million extraordinary receipts from accumulated Tapline fees.  - 
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PROGRAM SUMMARY 

(1n millions of do l la r s )  
FY lgb4 r ' ~  196> FY 19bb 
Actual Eatbated Proposed 

&velopment Loans 
Technical Cooperation 
Supporting ~ s s i s t a n c e  

Total A.I.D. Assistance 39.7 39.3 51*6, 

4 El ig ib le  f o r  development lending. 

U.S. 0b.lectives and Assistance Policy 

Jordan's independence and s t a b i l i t y  a r e  primaxy U.S. objectives . 
I t s  collapse could disrupt  t h e  p o l i t i c a l  balance i n  t h e  Near East 
and perhaps lead t o  a renewal of Arab-Israeli h o s t i l i t i e s .  

U.S. a i d  policy i s  designed t o  help t h e  Government of Jordan 
broaden t h e  base of i t s  support and increase i t s  qapacity t o  meet 
current and cap i ta l  development costs.  In order t o  reduce budget 
and balance-of-payments' d e f i c i t s ,  the  Government of Jordan must 
increase i t s  domestlc revenuee, lFmit inc rea~en  In ordinary ex- 
penditures, devote an increasing proportion of i t s  expenditures 
t o  development, improve management of i t s  f inancial  and i n s t i t u -  
t i o n a l  resources, and engage i n  sound project  planning which con 
centrates  on income and revenue-producing a c t i v i t i e s .  The United 
States ,  f o r  i t s  pa r t ,  i s  prepared to  continue budget support and, 
subject t o  t h e  Government of Jordan's performance i n  increasing 
domestic revenues and res t ra in ing  ordinary expenditures, provide 
Development Loans f o r  projects  which can Improve Jordan's foreign 
exchange pos i t ion  and increase t h e  base f o r  revenue col lect ion.  

The economic and technical ass is tance provided i n  the  past  created 
a base f o r  continued growth and made it possible gradually t o  re- 
duce U.S. budget support. We s h a l l  continue th i s  policy i n  FY 
1966. I n  addition, A.I.D. i s  supporting careful ly  selected 
Technical Cooperation projects  f o r  income and revenue-producing 
a c t i v i t i e s ,  as well  a s  f o r  Improved government management of finan- 
c i a l  and i n s t i t u t i o n a l  resources. The Military Assistance and 
public sa fe ty  programs help Jordan strengthen i t s  in te rna l  secur i ty  
and defense capabi l i t ies .  

Achievement, Self -Help, t h e  Role of Other Donors 

Jordan has always been heavily dependent on external foreign a id ,  
formerly provided by budget subsidy from the United Kingdom. In' 
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1957, Jordan terminated the  Anglo-Jordanian Treaty of Alliance 
and, i n  view of t h e  rapidly deter iorat ing s i tua t ion  and t h e  
danger tha t  dismemberment of Jordan could produce area-wide 
violence, t h e  United States  assumed t h e  burden. Since then we 
have provided the  major f inanc ia l  contribution t o  susta in  J o r h n ' s  
essen t ia l  government operations, although other  donors have pro- 
vided addi t ional  amounts. 

Until  recently,  prospects f o r  economic independence were ex t reme4  
poor, and U.S. a id  could be l i t t l e  more than a p o l i t i c a l  hold- 
ing action. However, t h e  l a rge  amounts of economic and tech- 
n i c a l  assistance applied over t h e  l a s t  t e n  yems  have created a 
minimal economic and administrative base, and Jordant 8 g b - d  
l e v e l  of economic a c t i v i t y  has shown continuing improvement. Grorrs 
investment, relying heavily on foreign resources, has been 
Farrcadng s tead i ly  since 1959. A highway s y n t w  nuw oonneCtB a 
the  major sections and c i t i e s  of the  country. 

Agricultural production has Improved. Although several  years of 
drought affected t h e  wheat crop, output of other  products 
increased, 8w l a rge ly  t o  rapid drvaloym.nt of oana l  and mil lmi- 
gation along with improved extension services and a g r i c u l t u r a l  
credi t .  Suff ic ient  r a i n  i n  1964 has resu l ted  i n  bumper crope, 
it i s  estimated t h a t  t o t a l  agr icu l tu ra l  production i n  1964 w i l l  
exceed the  combined production of 1962 and 1963. 

Earnings from tourism a r e  increasing sharply -- from $8 mi l l ion  
i n  1959 t o  $16 mil l ion i n  1963 and an estimated $22 mil l ion i n  
1964. 

A number of sel f -help measures undertaken i n  1962 a r e  being i m -  
plemented slowly despi te  successive changes i n  government. Pro- 
ably the  most s ign i f i can t  achievement i n  1964 was enactment of 
a new Income Tax L a w  which had been under debate f o r  several  
years. The law provides f o r  broader coverage, more equitable 
assessment and more e f fec t ive  collection. Customs dut ies  were 
again revised upward i n  1964. The new Central  Bank, es tabl ished 
i n  1963, began operations i n  1964. Jordan's FY 1965 budget was 
drawn up by t h e  new Budget Department i n  accordance with t h e  new 
budget law. Also i n  1964, Jordan eliminated ce r ta in  unsound 
pol ic ies  i n  c i v i l  service administration, such a s  paying pensione 
t o  c i v i l  and mi l i t a ry  personnel on ac t ive  duty and making s a l a r y  
advances t o  a l l  employees a t  the  beginning of t h e  f i s c a l  year. 
Strong government support of cooperatives i s  continuing, with in- 
creased concentration on t h e  East Ghor area. 

During the  past  two years, Jordan re-examined i t s  f i r s t  attempt 
t o  formulate a Development Plan and t h e  cabinet i s  now studying a 
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revised d r a f t .  The areas se lec ted  f o r  concentration of invest-  
ment -- agr icu l tu ra l  production (including water resources), 
tourism, import subs t i tu t ing  indus t r i es  and mining -- a r e  agreed 
t o  be t h e  most promising f o r  reducing re l i ahce  on foreign aid.  

This favorable assessment, which r e f i e c t s  recent economic develop- 
ments and t h e  apparent determination of t h e  government t o  improve 
resource use, does not imply t h a t  Jordan w i l l  be able  t o  support 
i t s  current budget expenditures from i t s  own resources i n  t h e  
near future .  Expenditures f o r  defense and public secur i ty  now 
t o t a l  nearly $60 mil l ion and account f o r  about half of t o t a l  
government expenditures. To reduce t h e  budget d e f i c i t ,  Jordan must 
l i m i t  increases i n  recurring expenditures, and take f u r t h e r  de- 
c i s i v e  act ions  t o  capture t ax  proceeds obtained from increased pro- 
duction. For ratno t h e  t o  came, Jordan will face d i f f i c u l t  
problem f o r  v'nich it w i l l  require  aubatant ia l  budget support. The 
present balance-of-payments d e f i c i t  presents an equally d i f f i c u l t  
problem, even though there  a r e  good prospects f o r  some improvement, 
primarily from tourism and an increase i n  agr icu l tu ra l  production 
t o  replace agr icu l tu ra l  imports. 

I s r a e l ' s  water withdrawals from Lake Tiberias,  following t h e  open- 
ing of t h e  National Water Conduit ear ly  i n  1964, have spurred Arab 
S ta tes  ' plans f o r  o f f s e t t i n g  s torage and use of Upper Jordan waters, 
as well  a s  increased mi l i t a ry  defenses. Although these a r e  in -  
tended t o  be financed by contributions from other Arab States ,  in -  
creased economic and m i l i t a r y  commitments under these plans con- 
s t i t u t e  po ten t ia l  addi t ional  demands on Jordan's own budget. 

The United Kingdom shares with t h e  United S ta tes  the  cost  of 
budget support and has provided $4.2 mil l ion i n  untied budget 
support annually s ince FY 1963, a s  well  a s  technical  ass is tance 
and non-interest  bearing development loan ass is tance amounting t o  
about' $2 mil l ion a year. West Germany'has made avai lable  about 
$600,000 f o r  technical  ass is tance annually f o r  the  past th ree  
years.  A loan agreement of $3.8 mil l ion f o r  expansion of Aqaba 
Port f a c i l i t i e s  was made i n  1962. Additional German c a p i t a l  
a ss i s tance  i s  earmarked f o r  f u t u r e  use: $3.8 mil l ion f o r  f u r t h e r  
por t  expansion; $5 mil l ion f o r  the  Aqaba Railway; and $200,000 
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f o r  a hotel t r a in ing  center.  Kuwait extended a $21 mil l ion 
loan i n  1962 f o r  development projects ,  including phosphate pro- 
duction and a storage dam on t h e  Yarmouk River. In 1964 Kuwait 
extended a $14 mil l ion loan i n  untied assistance, nearly a l l  of 
which w i l l  be devoted t o  t h e  c a p i t a l  budget. The UN and other  
internat ional  agencies a l s o  give technical  and loan ass is tance t o  
Jordan. Internat ional  Development Association (IDA) loans i n  
FY 1964 tota led $6.5 mil l ion f o r  a g r i c u l t u r a l  c red i t  and munici- 
p a l  water supplies.  I n  addition, United Nations Relief and Works 
Agency (UNRWA) ass is tance t o  Pales t ine  refugees i n  Jordan t o t a l s  
$15 million annually. 

FY 1966 Program 

The United S ta tes  has s tead i ly  reduced i t s  Supporting Assistance 
grants - -  from $40 mil l ion i n  FT 1961 t o  $33 mil l ion i n  FY 1965, 
and t o  a proposed $32 mil l ion i n  FY 1966. The United S ta tes  w i l l  
review new development a c t i v i t i e s  which might be e l i g i b l e  f o r  
Development Loans. Among projects  which a r e  po ten t ia l  candidates 
f o r  such financing a r e  production of potash, an indus t r i a l  de- 
velopment bank, and fu r ther  expansion of i r r i g a t i o n  and storage 
f a c i l i t i e s .  

Technical Cooperation and Development Grants t o t a l i n g  $4.6 
mil l ion i s  proposed f o r  FY 1966. Approximately half  i s  con- 
centrated i n  three  p r i o r i t y  areas  which serve t o  save foreign 
exchange and t o  increase nat ional  income and government revenue -- 
the  & s t  Ghor I r r i g a t i o n  project ,  development of ground water re- 
sources by t h e  Central Water Authority, and tourism. n e s e  pro- 
j ec t s  are  supported a l so  by Jordan Army personnel and equipment 
under the  Civic Action program. Tax and budget advisors a r e  
helping Jordan increase i t s  revenue and improve government 
management. Additional ass is tance w i l l  help  improve the  govern- 
ment's technical and administrative capab i l i t i e s  i n  other de- 
partments. P.L. 480 T i t l e  I11 assis tance through regis tered 
voluntary r e l i e f  agencies such a s  CAFC3, Church World Service and 
Lutheran World Relief,  w i l l  be continued. 
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F Y  1 9 u  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  

UN Tech. Asa't. (CP) ... 0 .5  0.h h .3  
UN SpeclalFund ........ 1.1 - 1.9 
Int'l. Dev. Association - 6.5 8.5 

S I  NO-SOVI E T  BLOC ASS1 STANCE 
1 9 6 3  ( C a l e n d a r  Y e a r l .  ...................... - I 

...................... 1 9 6 4  [ C a l e n d a r  Y e a r ] .  - 
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.-- - " 

Pakistan - -. 
Pakistan - GENERAL ECONOMIC DATA 

Calendar Years 
1960 - 1961 - 1962 - 1963 

iROWTH INDICATORS 
Total GNP fin 1962 przces; 1 mzllion+,*~/ . . . . . . . .  

.................. Per Capita GNP (dollars) 

BASIC DATA 

Population (millions - mid-1964) ....... 110.9 
. . . . . . .  Annual Growth Rate (percent). 2.6 

Investment as percent of GNP. . . . . . . . . . . . . . . . . .  
............. Domestic Savings a s  % of Investment. 

Net Foreign Balance as % of GNP. . . . . . . . . . . . . . .  
Area (1000 square miles) ............. 365 

. . .  Population Density per square mile. 304 

Agricultural Land a s  % of Total Area .... 27 
Percent of Population in Agriculture . . .  75 

. . . . . . . . . . .  Agricultural Prod. Index (1 1001 
. . . . . . . . . . . . . . . . . . . . . . . .  Index p e r  Capita ................ Rice, Rough (1,000 MT) 

. . . . . . . . . . . .  Life Expectancy (years) 40-45 
................ People per Doctor. 7, 300 . . . . . . . . . . . . . .  Industrial Prod. Index (1 958= 100) 

. . . . . . . . . . . . .  Literacy Rate (percent) 20 
Pupils a s  Percent of Population. ....... 7 

(Primary 6 Secondary) 
NTERNATIONAL TRADE ( 1  millions) 

Total Exports (1.0.6.). ...................... 
Jute, Raw ............................. 

Total Imports f c . i . / . )  . . . . . . . . . . . . . . . . . . . . . . .  
Trade Balance . . . . . . . . . . . . . . . . . . . . . . .  

s B~ll~ons PAKISTAN - GROWTH TRENDS 
1%2/63 Pnca - . - - - - -  I - - 

I Rot10 m~0I.l 

I 
;OLD & FOREIGN EXCHANGE ...... 
:OST OF LIVING INDEX ( 1 9 5 8 ~  100). . . . . . . . . . . .  GROWTH RATE 

10 Populallm 2 6 %  :ENTRAL GOVERNMENT FINANCES * 
(FY Ending June 30) 

- Million Dollar Equivalents - 
( R e v .  

1963 1964 s u d . )  1965JBu&&) 

1,072 1,397 1,600 
(216) (274) (287) 
(5k2) (688 (805) 

639 770 881 
7.7% 8.7% 9.3% 

-433 -62 7 -719 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
(Defense Expenditures). . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays). 

Total Domestic Revenue d. .................. 
As percent a/ CNP % .................... 

Deficit (-1 or Surplus (+) ..................... 
r(r Converted a t  4.762 rupees per U.S. dollar.  

a/ FY beginning July  1. - 
b/ In  addition to  the  Central Government, the Provincial Governments levy substantial  - 

revenues of t h e i r  own, amounting t o  an estimated amount of $450 mill ion f o r  the 
FY 1964/65. 
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 count^: PAKISTAN 

PROGRAM SUMMARY 

S W o d  areas are SECURITY  CLASSIF IED  and 

must not be divulgedto unauthorized individuals. 

Al l  other material is unclassified. 

(1n millions of do l la r s )  
FY 1964 FY 1965 F'Y 1966 
Actual Estimated Prowsed 

Development b a n e  
Technical Cooperation 
Contingency f ind  

Total A.I .D.  Assistance 

a/ $6 thousand. - 
U.S. Objectives and Assistance h l l c y  

The object ives  of U.S. assistance a re  t o  help Pakistan maintain 
i ts  independence and strengthen i t s  nat ional  unity, continue i t s  
major developmental e f fo r t ,  r e t a i n  i ts  Western or ientat ion,  
%coaMmm lm pxwtdt * Lkdoleip t3hbmir #Or +aolltG1ed, 
contr ibute  t o  t h e  development of f r i end ly  and cooperative 
r e l a t i o m h i p s  among the  countries i n  the  region, and cooperate i n  
bo l s te r ing  South Asia against Comrmrnist pressures. These objec- 
t i v e s  a r e  served by Pakistan's a l l i ance  re la t ionship with t h e  
United S ta tes  and i t s  membership i n  t h e  Centrel Treaty Organization 
(CEPPTO)  and the Southeast Asia P e a t y  Organization (SEATO). 

Frustra ted i n  i ts  attempts t o  break the  impasse with India  over 
Kashmir, Pakistan regards increases i n  India 's  r e l a t i v e  mi l i t a ry  
s t rength a s  upsetting the power balance on the subcontinent, an8 
posing a t h r e a t  t o  Pakistan's secur i ty  in te res t s .  I n  react ion t o  
the  U.S. decision t o  provide mi l i t a ry  a id  t o  India following the 
Chinese Communist a t t ack  on t h a t  country i n  1962, the  Government 
of Pakistan Intensif ied i t s  e f f o r t s  t o  seek wider support against 
India  and concomitantly t o  influence U.S. pol ic ies  toward India. 

I n  following t h i s  course, Pakistan has broadened i ts  re la t ions  
d t h  Communist China and expanded economic and p o l i t i c a l  t i e s  
with o ther  Afro-Asian countries, excepting India. !Phis new 
posture has found considerable popular favor  wlthin Pahistan. Tt 
is not 3s w ~ :  htwmrt ~ O T  Patriataa to %eke this road. By efm- 
timritag ous 4Wscrlaomdc and Yi&llfary mpp3rt, we b e M m  we *ll, be 
in s, bet* paalMon .to laPlwnw M#tw*~ poMo$. B m a r ,  
ue me asnwd .wlt Government that there in a Ber2o2rct Wrk . t o  
U.3, -Pagistan mhtione If Palsfatan cont%nuea ta pumrue t h e  
h n d  of ae&Ln$ a s&df icantly cheer re la t ionship wlth 
€ommiat Wna. Wc have artate& tha% such a &Wt ItO Mplng 
ma*% inmktrably mfleat on the htgh fyriorlty ve M e  g i w n  t o  

CONFIDENTIAL 

nrpportlng Faklrtaa i n  its dwelopumt Miact.. lib W # - e  
Falclstan recognlzas thin. 1 
The achievement of U.S. objectives depends not only on a l lo -  
cat ion of subs tan t ia l  aid,  but a lso on Pakistan's own a b i l i t y  
t o  use U.S. and other external  resources e f fec t ive ly  i n  the  
order ly  development of i t s  economy. I n  conjunction with 
other  members of the  Consortium organized by the IBRD t o  support 
Pakistan's general economic development, the  United S ta tes  
reviewed Pakistan's Second Five Year Plan (1960-1965) and f m d  
it an adequate framework f o r  development assistance. 

We support several  major areas e s s e n t i a l  t o  the  success of the  
Plan. Agricultural development must be accelerated sharply 
t o  increase the  food supply and improve l iv ing  standards. 
Private enterpr ise  must be given the  necessary incentives,  
services  and mater ia ls  f o r  increased i n d u s t r i a l  expansion. The 
upgrading of the  education, s k i l l s  and heal th  of the  population 
i s  basic  t o  the  long-run success of t h e  development e f f o r t .  
Administrative controls  must be reduced, pa r t i cu la r ly  over 
imports, thereby permitting a b e t t e r  a l locat ion and f r e e r  flow 
of resources t o  expanding industr ies .  To finance an enlarged 
development e f f o r t ,  exports must be increased, savings and 
taxes  ra ised,  and resources more e f fec t ive ly  allocated. Adminis- 
t r a t i v e  eff ic iency of public agencies concerned with development 
must be ra ised.  

Achievement, Self-Help, the  Role of Other Donors 

Since 1960 Pahis tanfa  GNP has r i s e n  about 5 s  a yeax and t h e  per 
cap i ta  increase was over 2% a year. Private sector  investment 
has grown by 75510, exceeding plan t a r g e t s .  There have been 
major increases i n  large-scale manufacturing, construction, 
mining and public u t i l i t i e s .  Agricultural production has 
increased, due i n  par t  t o  favorable weather conditions i n  
t h r e e  of t h e  four  years.  

Economic pol icy changes i n  several areas have had a favorable 
impact on the  development e f f o r t .  U.S. aid has helped Pakistan 
make these adjustments. The most s ign i f i can t  se l f -help measures 
undertaken by Pakistan have been the  recent r i s e  i n  domestic 
savings, the  passage i n  1963 of the  l a r g e s t  t ax  increase i n  
Pakistan's his tory,  and the  import reform i n  1964. This import 
reform, ins t i tu ted  l a rge ly  a s  a r e s u l t  of U.S. i n i t i a t i v e  and 
with U.S. and Consortium support, plu3 Increased import taxes,  
made possible removal of controls  over Imports of many raw 
mater ia ls  and spare par t s .  The United States  regards these 
reforms, which a r e  aimed a t  reducing i d l e  indus t r i a l  capacity 

C O N F I D E N T I A L  
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and s t r e n d h e n i n g  t h e  r o l e  of t h e  market mechanism, a s  one of t h e  
most important economic po l i cy  changes of t h e  p e t  year.  Ear ly  
i n d i c a t i o n s  a r e  t h a t  t h i s  program l a  successfully stimulating 
p r i v a t e  i n d u s t r i a l  a c t i v i t y .  

It i e  now expected that by t h e  c loee  of Pak i s t an ' s  Second Five 
Year Plan  i n  June 1965, t h e  inc rease  i n  n a t i o n a l  income w l l l  
have exceeded t h e  24$ projec ted  I3 t h e  Plan.  This Al l  be  
accomplished through t h e  mobi l iza t ion  of g r e a t e r  i n t e r n a l  re-  
sources and wl th  l e s s  fo re ign  a s e l s t a n c e  t h a n  t h e  Plan o r ig i -  
n a l l y  contemplated. With t h e  end of a success fu l  Second Plan, 
Pakis tan  w l l l  b e  i n  a poe i t i on  t o  a c c e l e r a t e  i t s  development 
even f u r t h e r .  

The Third Plan, which w l l l  extend through FY 1970 and i s  now 
being prepared, aims a t  a GNP growth of 30$, a reaeonable t a r g e t  
cons ider ing  recent  successes.  While t h e  Third Plan envisages 
e u b s t a n t i a l  increases  i n  development expenditures,  t h e  r e l a t i v e  
e x t e r n a l  ae s i e t ance  po r t ion  i s  expected t o  dec l ine  from 44% of 
t o t a l  development expenditures t o  about 35%. Pakis tan  hopes 
50 b r i n g  t h i s  about by a g r e a t e r  mobi l iza t ion  of domestic 
.-esources. 

I n  1961, t h e  IBRD organized an i n t e r n a t i o n a l  Consortium f o r  f r e e  
world a e s i s t a n c e  t o  Pakistan.  Over t h e  f o u r  yea r  period t h e  
United S t a t e s  has cont r ibuted  a l i t t l e  over h a l f  t h e  t o t a l  
committed i n  t h e  Consortium. 

U.S. $ m i l l i o n  equivalent  
I FY 1962-64 FY 1965 ~ o t a l  

United S t a t e e  21 212.5 
A.I.D. 
Ecport-Import Bank 

A l l  Other Coneortium 
IBRD & IDA 
Germany 
Japan 
United Kingdom 
Canada 
Other !?/ 

a/ &cludea P.L. 480. - 
b) Belgium, France, I t a l y  and t h e  Netherlande. - 
The Indue Basin p ro jec t ,  which i e  an  i n t e g r a l  p a r t  o f  West 
P a k i a t a n f s  water reeources development program, i s  described i n  
t h e  aec t ion  on Contributions t o  ~ n t e r n a t i o n a l  
Page 33).  

CONFIDENTIAL  

Organizations.  ( see  

FY 1966 Program 

Within the Consortium framework, A.I .D.  program loans  w l l l  again  
b e  made to  f inance  t h e  mar mate r i a l s ,  equipment and spa re  p a r t s  
which a r e  an i n t e g r a l  p a r t  of Plan requirements and a r e  ee- 
s e n t i a l t o  i t s  eucceesful  implementation. The bulk  of U.S. 
program aseietance goes t o  t h e  p r i v a t e  s e c t o r  and i s  an important 
element In maintaining t h e  pace of p r i v a t e  investment a c t i v i t y .  
Based on the  U.S. Consortium pledge f o r  FY 1965, we have used t h e  
negot ia t ions  f o r  t h e  $140 m i l l i o n  U.S. program loan t o  h e l p  Pakis- 
t a n  pu t  i n t o  e f f e c t  t h e  l i b e r a l i z a t i o n  of import requirements of 
essential .  raw m a t e r i a l s  t o  support  h igher  l e v e l s  of  i n d u s t r i a l  pro- 
duct ion .  For F'Y 1966, we plan t o  support  f i r t h e r  r e f o m  along 
these  l i nes ,  u s ing  t h e  s c a l e  and t iming of program ass i s t ance  a s  
t h e  most e f f e c t i v e  instrument f o r  supporting d e s i r a b l e  P a k i s t m  
pol icy  changes. 

Accelerat ion of t h e  developme.2t program and completion of 
f e a e i b i l i t y  s t u d i e e  f o r  roads, power and water resources,  a r e  
expected t o  r e s u l t  i n  a s u b e t a n t i a l  number of p r o j e c t  loan  re-  
queete i n  F'Y 1966. Addi t ional  f inancing may a l s o  be  made a v a i l -  
a b l e  through e d e t i n g  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  i n  Pakis tan  
f o r  t h e  rapid ly  expanding p r i v a t e  sec to r .  

The a c t u a l  U.S. pledge a t  t h e  1965 meeting of t h e  Pakis tan  Con- 
sort ium w i l l  depend on t h e  Consortium asseaement of Pak i s t an ' s  
requirements and performance, and on t h e  con t r ibu t ion  o f  o the r  
Consortium members. 

It i s  estimated t h a t  Pakis tan  Al l  u s e  some $200 m i l l i o n  i n  U.S. 
rurplue a g r i c u l t u r a l  products under t h e  Food f o r  Peace T i t l e  I 
program in  FY 1966, o r  somewhat more than t h e  l e v e l  of t h e  pas t  
s e v e r a l  years. Approximately 1 . 5  mi l l i on  MT wheat w l l l  b e  made 
ava i l ab le ,  which w l l l  enable Pakis tan  wl th  a production of about 
16  mi l l ion  MT t o  meet i t e  eubais tance  needs. 

The Technical Cooperation program w l l l  emphasize a g r i c u l t u r a l  
improvement. An in t eg ra t ed  a g r i c u l t u r s l  p roduc t iv i ty  program 
i n  West Pakistan i s  focused on revers ing  t h e  encroachment of 
waterlogging and s a l i n i t y  on a r a b l e  land.  A p i l o t  scheme i s  
demonstrating t h e  va lue  of t h e  techniques appl ied .  Loane w i l l  
be  made in  support  of t h i s  program. I n  Eas t  Pakistan,  where 
r i c e  is the  main d i e t  item, t h e  goa l  i s  t o  double r i c e  productidn 
by 1985 by us ing  smal l  pumpe f o r  i r r i g a t i o n ,  improving extension 
eervicee,  and through a large-sca le  r u r a l  works program eupported 
by Food fo r  Peace l o c a l  currency funds. Work wi th  a g r i c u l t u r a l  
un ive r s i t i e s ,  such as Texas A&M i n  Eas t  Pakis tan  and Waehington 
S t a t e  Universi ty i n  West Pakis tan ,  supporte t h e s e  programs. 
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To promote and encourage p r iva te  enterpriee,  the United Sta tee  i'e tires, p h a m c e u t i c a h  and s e v h g  machiner, M well  ae  of hotele,  
continuing i ts  support f o r  t h e  Inveetment A8vieory Center, which bulk atorage and j u t e  mil l ing plants .  Under t h e  Investment 
provi8es aenr ices  t o  i8en t i fy  an8 develop new investment oppor- Guaranty Agreement wlth Pakistan, the re  a re  22 ac t ive  contracts 
t u n i t i e s .  Aeristance WILL be given t o  improve aaminiatration t o t a l i n g  over $85 mil l ion.  
i n  t h e  major publ ic  o r  semi-private inat i tu t iona which a r e  p r i -  
marily concerned with 8evelopment a c t i v i t i e s .  Also, t o  help  A continuing Technical Cooperation project  i n  public ~ f e t y  i e  
promote p r i v a t e  enterpr ise  i n  Pakistan, A.I.D. hae authorized aimed at improving the  capab i l i ty  of Fakistan po l i ce  senricee 
$8.4 mi l l ion  i n  Cooley loans eince J a n u r y  1962. Theae l o m e  t o  maintain publ ic  order. 
were w e d  f o r  construction of f a c i l i t i e e  f o r  the mnufacture  of 
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L6.8 - 
h5.0 
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a/ PL 77 Wheat t o  Pakistan. N o t e :  M i l i t a r y  d a t a  f o r  FY 1964 a n d  c u m u l a t i v e  t h r o u g h  J u n e  30, 196L a r e  e s t i m t e s .  - 
A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

F Y  1 9 6 3  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  

IBRD - World Bank ...... h2.9 62.0 361.2 ... UN mch. ~ s s ' t .  (cY) 1.6 1.2 k . 9  
UN Special  Fund ........ - 1.2 12.5 

5  1 NO-SOV I E T  BLOC ASS 1  STANCE 
1 9 6 3  [ C a l e n d a r  Y e a r ] . . . .  ................... - 

....................... 1 9 6 4  ( C a l e n d a r  Y e a r )  99 

..................... C u r n u l a t  i v e  T h r u  1 9 6 4 . .  132 I n t ' l .  Dev. Association 11.5 Ui6.5 179.0 
I n t ' l .  Finance Corp. ... 0.h - 5.8 
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Turkey . GENERAL ECONOMIC DATA 

BASIC DATA 

....... . Population (millions mid-1964) 30.8 
Annual Growth Rate (percent) . . . . . . . .  2.9 

Area (1000 square miles) ............ 3 0 0  
.... Population Density per square mile 103 

Agricultural Land a s  % of Total Area . . . .  69 
Percent of Population in Agriculture ... T2 

Life Expectancy (years) . . . . . . . . . . . .  48 
People per Doctor 2. 000 . . . . . . . . . . . . . . . . .  
Literacy Rate (percent) ............. 35 
Pupils a s  Percent of Population . . . . . . . .  1 3  

(Prinnry t Secondary) 

$ hl l lona  T U R K E Y  . G R O W T H  T R E N D S  
1962 Pr1o6 . . 
IRDIlD -1.1 

GROWTH RATE 

Populot8an 2 9% 

8. 000 

Net Foreqn 

7. 000 

I *Sum cf Net Fontqn Balance 8 Somqs 

4. 000 -I I I I I 1 1 --I 
1957 1958 1959 1960 1961 1962 1963 1964 

iROWTH INDICATORS 
Total GNP ( in  1962 prices; I mill ionsfi  . . . . . . . . . .  

.................. Per Capita GNP Idollars) 

Investment a s  percent of GNP . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . .  Domestic Savings a s  % of Investment 

Net Faeign Balance as % of GNP ............... 
. . . . . . . . . . . .  Agricultural Prod Index (1952-54= 100) 

. . . . . . . . . . . . . . . . . . . . . . . .  Index per Capita ...................... Wheat (1. 0 0 0  MT) 

............ Cement Production (1. 000 MT) 

NTERNATIONAL TRADE (I millions) . . . . . . . ................... Total Exports ( 1  o b ) ............................... Tobacco 
Total Imports (c . i.1.) . . . . . . . . . . . . . . . . . . . . . . .  

Trade Balance . . . . . . . . . . . . . . . . . . . . . . .  
SOLD b FOREIGN EXCHANGE ( ~ ~ $ & ~ ~ ) :  . . . . .  

............ ZOST OF LIVING INDEX (1958= 100) 

ZENTRAL GOVERNMENT FINANCES * 
(FY Ending February 28)  

Total Expenditures ....................... 
(Delense Expenditures) . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  (Capltal Outlays) 

.................... Total Domestic Revenues 
As perien: o/ GN P . . . . . . . . . . . . . . . . . . . . . . .  

Deficit (-1 or Surplus (+) . . . .................. 

Calendar Years 

. Million Dollar Equivalents . 

* Converted a t  9 l i r a  per  U.S. do l l a r  . P . Preliminary . 



PROGRAM SUMMARY 

a r w s  are SECURITY CLASSIFIED and 
must not be divulgedto unauthorized individuals. 

Development Loans 121.8 
Technical Cooperation 4.2 
Supporting Assistance 6.4 

T o t a l  A.I.D. Assistance 132.4 la4 .ft-l!Jb.S? 144.2 

U.S, Ubjectives an8 Assistance Policy 

The principal  objective of U,S, assistance i s  t o  help Turkey 
develop sufficient econcrmic an8 mili tary strength an8 po l i t i ce l  
cohesiveness so tha t  it can be t te r  fulfill i ts  role as  a member 
of the  Western Alliance. A Paluable mmiber of NATO aa8 CEIWO, 
Turkey provldes s trategical ly Fmportant f ac i l i t i e s  t o  NATO and 
the United States, 

Progress toward th ie  objective dqends Fn large measure on con- 
tinued ecollcanic grarth. A national elect ion is t o  be held I n  the 
f a l l  of 1965. Because both major paxties a re  dedicated t o  the 
econcrmic developm.ent of Turkey, we expect that reform and develop- 
ment efports w i l l  be continued under the g u l b c e  of e i ther  paxty. 

In 1962 Turkey prepared a ccnuprehenaive development plan t o  respond 
t o  the  social  and econcrmic needs of i t s  increasing population. The 
plan' s target  i s  a sustained 7& annual increase Fn GNP. The United 
States svpports t h i s  e f for t  an8 intends t o  help Turkey capitalize 
further  o n t h e  progress made thua far .  Turkeyhas been able t o  
main tab  i t 6  f i a a n c i d  s t&i l i t y ,  increase Fnveatment, encourage 
exports, increase t ax  revenues and provide a l e g i s l a t i v e  base t o  
a t t r a c t  private investment aa8 reform the State Fconcrmic Enter- 
prisea. We seek more progress i n  a l l  of these areas. 

The Organization for  Economic Cooperation and Development (OECD) 
Consortium, formed i n  1962 t o  help Turkey reach i ts  d e v e l q n t  
objectives, i s  the major vehicle for  channeling external assis t-  
ance. The Coneortim, whose principal membera are the  United 
States, West Germany, the United Kingdon, fiance an8 the  IBRD, 
has found Turkey's development program t o  be a reasonable basis  
for  prwiding  assistance a n d  has made subatantid contributions 
i n  1963 and 1964, but larger contributions are needed. 

The Conaortiuui i s  con~idering way6 t o  meet Turkey's specific 

CONFIDENTIAL 

requirements, including increased b i l a t e ra l  assistance, expadlea 
Consortium membership, improved terms an8 conditions of aasis t-  
ance, an8 appropriate action by the members individually an8 
through the European Monetary Agreement (EMA) t o  ameliorate 
Turkey's d i f f i cu l t  debt problem. The United States has taken the 
lead in  encouraging action on these points an8 i n  urglng other 
members t o  help Turkey improve i t s  performance i n  achieving 
devalopment goals. 

Achievement, Self-Help. the Role of Other Donors 

Turkey's Development Flan for the five-year period 1963-1967 
ce l l s  for  an annual investment of over $1.3 bi l l ion.  Of t h i s  
amount, about $1 bi l l i on  i s  sought from domestic resources, 
public (60$) and private (40$). 

Since the adoption of the man, Turkey has made relat ively good 
progress i n  maintaining monetary and f i sca l  s tab i l i ty .  A t  the 
same t w e ,  GN? increased 7.5$ i n  1963, a year of exceptionally 
good c e r e d  crops. In 1964, Gm i s  expected t o  increase around 
4%. On a per capita basia the increase for  the two year period 
haa been almolst 6&. 

In 1963, t o t d  investment exceeded the 18$ target  for  tha t  year. 
Investment slowed dawn i n  1964 because of the uncertainties of 
the Cgprua situation, but s t i l l  reached 17$ of GN?. Partly as a 
resul t  of tax  reform, Government revenues rose by almost 20$ i n  
1963 and are  expected t o  increase by another 13$ i n  1964. 

Allocation and uae of reeourcea elso have improved, reflecting 
ef for t s  t o  direct  Lnveetment into high pr ior i ty  areas. The 
government has discouraged investment i n  luxury housing an8 i s  
promoting investment i n  manufacturing. Turkey has not yet 
succeeded, however, i n  stimulating any substantial inveatment i n  
new industries such as petrochemlcds. A shortage of ready 
capital  an8 ef f ic ien t  management personnel i n  both private and 
public sectors are problem i n  carrylng out the investment pro- 
gram. 

Follaring recammendation8 by U.S. and OECD experts, legislat ion 
was passed i n  1964 t o  establish a State Investment B a n k  an8 a 
canmnittee t o  recammend reform of the  State Econcrmic Enterprises 
which, i n  Turkey, account for  almost 40% of industr ial  output. 
By the end of 19& the caormittee had reviewed the organization of 
many of the enterprises. An important resul t  of t h i s  work K i l l  be 
a f'urther clar if iuat ion of the role of the private sector i n  
Turkey's mixed economy. Interest  by foreign private entrepreneurs 
i n  investment i n  Turkey has increased Kith encouragement by the 
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UI1,&d areas are SECURITY  CLASSIF IED  and 

muat not be divulgedtounauthorized individuals. 

A l l  other material i s  unclassified. 

Government, and by t h e  United S ta tes  through Development Loam 
and $3 mill ion of Cooley Loans f o r  t h e  manufacture of t i r e e ,  
pharmaceuticde, aluminum and other producte. The Turkish Union 
of Chambers and Turkish Management Association, a r e  expanding 
t h e i r  serrrlcee t o  t h e  p r iva te  sec to r  through t ra in ing  program, 
an Inveetment Guide, and technical  and management serrrlcee. 

A.I.D. has d e o  helped stimulate p r iva te  en te rpr i se  through t h e  
Investment Guaranty Program, which has outstanding 36 act ive con- 
t r a c t s  t o t d i n g  over $135 million. 

m h e r  i n f r a e t m c t u r e  development i e  under way t o  support expanded 
i n d u s t r i d  production. This includes addi t ional  power f a c i l i t i e s ,  
development of mineral resourcee, and a stronger t ransporta t ion 
system. The United S ta tes  has made l o a m  i n  these  th ree  f i e l d s  and 
add i t iona l  p ro jec t s  a r e  planned. These p ro jec t s  complement exis t -  
ing  program8 t o  increase agr icu l tu ra l  production through inteneive 
cu l t iva t ion  of i r r i g a t e d  acreage. 

Turkeyle moet preseing problems derive from a serious Imbalance i n  
i ts ex te rna l  payments position. Ekternal debt incurred i n  t h e  
1950's a s  a r e s u l t  of imprudent f inanc ia l  pol ic ies ,  coupled with 
d i f f i c u l t i e s  in improving t r a d i t i o n a l  exporta, make it d i f f i c u l t  
f o r  Turkey t o  meet i t e  external  obl igat ions  and i t e  development 
t a rge ta ,  These problem are  aggravated by t h e  concentration of 
debt i n  short-term matur i t ies  which make t h e  repayment burden 
par t i cu la r ly  heavy in t h e  next two t o  t h r e e  years when about 40$ 
of the  debt i s  t o  be repaid. The Turks a re  taking measures t o  
increase foreign exchange a v a i l a b i l i t i e s  by encouraging emigrant 
workers1 remittances (an increase of $20-$25 mil l ion i e  expected 
in 1965 ae against a negl ible  amount i n  1963), providing t a x  
incent ives  t o  stimulate exports, developing import subst i tutes ,  
promoting tourism, and recently es tabl iehing a cabinet committee 
t o  eliminate export p r d u c t i o n  bottlenecks. Results of recent o i l  
explorations and ccmrpletion of t h e  Eregl i  S t e e l  Mill  i n  1965 w i l l  
p e m t  domestic production of many i t e m s  now imported an8 w i l l  
r e s u l t  in s u b s t a n t i d  foreign exchange savings i n  the  next f a r  
years. 

Turkey looks t o  t h e  OECD Consortium f o r  f i n a n c i d  assietance t o  
support i t s  investment program and self-help e f f o r t s  t o  achieve 
sel f -susta ining growth within a reaeonable period. In  calendar 
year 1964, Turkey received $240.5 mi l l ion  i n  program and project  
ass i s tance  from menibers of t h e  Consortium. I n  addition, Turkey 
was able  t o  meet about $40 mi l l ion  of i t s  requirements through 
P.L. 480 aesistance. Nevertheless, Consortium aesistance was 
short  of t o t d  requirements by about $40 mil l ion an8 Turkey was 
forced t o  resor t  t o  short-term borrm.ings from t h e  Internat ional  
Monetary Fund (IMF) an8 EMA. The major pledges i n  1964 were: 
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( I n  milllone of do l la r s )  
Program New Project 

Aeeistance Commitment e Total 

United Statee 76.0 50.1 126.1 
United Kingdom 19.0 8.4 27.4 
Weet Germany J 37.0 3.0 40.0 
Other ~ l l a t e r a l ~  18.0 - 18.0 
I n t ' l .  Develop. Ass'n. - 29.0 29.0 

(IDA) 

Tot a1 

4 Austria, Eelglum, Canada, Denmark, France, I t a ly ,  Luxembourg, 
Netherlande, Norway, Sweden and Switzerland. 

Turkey's requeet f o r  1965 program assis tance i s  about $200 
million, excluding a scheduled EMA repayment of $55 million. In  
addition, project  requiremente a re  estimated t o  be $150 million. 
A working group of t h e  Conaortium has undertaken a epecial  review 
of Turkey's debt problem, including i t s  EMA repayments. The 
United Statee has proposed t h a t  t h e  EMA debt repayment schedule 
be revise6 t o  permit repaymente over a longer period and 
recommended t h a t  t e r n  of contributione of other donore be 
improved, t o  eaee Turkey'e debt repayment burden. 

U.S. aselstance t o  Turkey i n  FY 1966 again xi11 be provided 
through the Coneortium i n  t h e  form of program and pro jec t  loans. 
Program loans xi11 be used f o r  imports of raw materials,  semi- 
manufactured goods and spare par te  t o  improve t h e  use of ex i s t ing  
plant  capacity. They a re  a l so  an important element i n  helping t o  
maintain the pace of inveetment i n  high p r i o r i t y  areae. Turkey, 
x i t h  U.S. assistance, has undertaken f e a s i b i l i t y  etudiee i n  power 
(including a major power project  on t h e  Euphratee ~ i v e r )  I r r iga -  
t ion ,  mineral development, manufacturing, t ransporta t ion,  and 
touriem, primarily f o r  p r iva te  sector  projects  x i t h  high Import- 
eubst i tut ion and export po ten t ia l .  These etudies xi11 provide a 
bas le  f o r  project  loan applicatione i n  1965 and 1966 f o r  con- 
s iderat ion by t h e  United States ,  other countries, and multi- 
l a t e r a l  agenciee. Negotiations xi11 be undertaken i n  1965 f o r  a 
new P.L. 480 agreement t o  provlde agr icu l tu ra l  commodities t o  
cover t h e  food d e f i c i t .  The estimate fo r  FY 1966 is  $50 million. 

The proposed Technical Cooperation program xi11 require  $4.2 mil l ion 
and xi11 be concentrated i n  agr icul ture ,  education and adminietra- 
t ive management. The agr icu l tu ra l  program xi11 concentrate on key 
probleme i n  management and planning, c red i t ,  water reeource 



I %d&areos ore SECURITY  CLASSIF IED and 
must not be divulged to unauthorized individuals. I 

devclapment, and univerei ty  l e v e l  technical  training. Education vlll be given i n  a t a t i s t i c s  and public management. Aesistance 
a c t i v i t i e s  w i l l  focus on improved planning, teacher education t o  t o  the  Turkish p r iva te  aector vlll be concentrated on technical 
meet r i s i n g  d d s  f o r  teachers a t  all levela, and vocational advice t o  t h e  Union of Chambers, t h e  Indus t r i a l  Development Bank,  
education t o  provide sk i l l ed  i n d u s t r i a l  an8 c l e r i c a l  workers. To and other p r iva te  sector  ine t i tu t ione .  Management and technical 
address spccif  i c  problem i n  government inet i tut ionn,  aasiatance t ra in ing  a l s o  w i l l  be provided i n  t h e  pr ivate  sector .  

C~untryr T= Al l  other rnoteriol i s  unclassified. 

C O N F I D E N T I A L  
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Turkey 
( U . S .  F i s c a l  Y e a r s  - M i l l i o n s  o f  D o l l a r s )  

............ . . . - . . . . .  

P R O G R A M  

U . S .  O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I O N S  

POST-WARI M A R S H A L L  
U S  

T O T A L  

1 9 4 6 -  
1 9 6 4  

R E P A Y -  
vlENTS AN[ 
l N T E R E S T  

1 9 4 6 -  
1 9 6 4  

T O T A L  
L E S S  

R E P A Y -  
MENTS AND 

I N T E R E S T  

l ,h31.3 

lr97.5 
933.8 

- 
373.3 

( ~ 3 3 . 9 )  
(1116.L) 

325.L 

9b .l 
2.3 

5L.8 
l7b. 2 

1.8 
27.7 
18.L - 
27.6 

0.2 

A N D  L O A N  A U T H O R 1  Z A T  

FORE l GN A S S I S T A N C E  
ACT  P E R I O D  

MUTUAL  S E C U R I T Y  ACT PERIOD 

h .  I .D .  AND PREDECESSOR A G E N C I E S  - TOTAL . .  ......... 
L o a n s  ..................................... 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROGRESS T R U S T  F U N 0  . . . . . . . ................. 
FOOD FOR PEACE - T O T A L  ............................ 

T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ............ 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............. 

T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS..  ........ 

.............. 1 0 4 c  - G r o n t s  f o r  Common D e f e n s e  

...... 1 0 4 e  - G r a n t s  f o r  E c o n o m r c  D e v e l o p m e n t . .  
.............. 1 0 4 e  - L o a n s  t o  P r i v a t e  I n d u s t r y  

................... 1 0 4 g  - L o a n s  t o  G o v e r n m e n t s  

T I T L E  I - A S S I T  FROM OTHER COUNTRY S A L E S  A G R M T I S .  
T I T L E  I I  - EMERGENCY R E L I E F  AND ECON. DEVELOP. .  . 
T I T L E  I l l  - VOLUNTARY R E L I E F  A G E N C I E S .  . . . . . . . . . .  

.................. T I T L E  I V  - D O L L A R  C R C D I T  S A L E S  

!XPORT- IMPORT BANK LONG-TERM L O A N S . . . . .  ........... 

T O T A L  ECONOMIC  . . ............................ 
L o a n s  ..................................... 
G r a n t s  .................................... 

... ( I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h p .  t o  APP. )... 
( A d d r t r o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s )  ....... 

a/ 
I T H E R  M I L I T A R Y  A S S I S T A N C E . 7  ....................... 

.............................. T O T A L  M I L I T A R Y  
L o a n s  ..................................... 
G r a n t s  .................................... 

T O T A L  ECOHOMIC  A N 0  M I L I T A R Y  .................... 113.3 lr61.0 1 85.0 
68.8 376.0 
Note: Military 

L o a n s  ........................................ 
...................................... G r a n t s .  

sta for FY 1964 and cumulative through June 30, 1964 are estimates. a/ Includes Greek-Tmkish Aid, $158.6 million. 
; 1,088 then $50,000. 

A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

F Y  1 9 6 3  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  

IBRD-WorldBank. . . . . .  r - 60.7 
U N W . A s s t t . ( C Y ) . . .  1.1 0.9 7.7 
UN Special Fund ........ 1 . 9  1 .2  5.7 
I n t t l .  Dev. Association 26.7 - 26.7 . . . .  I n t t l .  Finance Corp. 0.9 0 .9  

S I N O - S O V I E T  BLOC A S S I S T A N C E  
1 9 6 3  ( C a l e n d a r  Y e a r ] . . . .  ................... - 

..................... 1 9 6 4  [ C a l e n d a r  Y e a r ] . .  - 
C u m u l a t i v e  T h r u  1 9 6 4  ....................... 17 



i 
Other NESA Programs 2, 

Other NESA - Basic Data 

E - Estimated. 
a - Year beginning March 21. 
n.a. - Not available. 



OTRER NEAR EAST AND SOUTH ASIA EliOGRAMS 

AFGHANISTAN 

arms aro SECURITY CLASSIFIED and 
must not bo divulgod to unouthorizod individuals. 

All 0 t h  matorial i s  unclassified. 

EliOGRAM SUMMARY 

- (1n millions of dollars) 
FY 1964 FY 1965 FY 1965 

Development Loans 
Technical Cooperation 

Total A.I.D. Aseiatance 22.2 2 0 , W S  ,O 

The United States is helping Afghanietan dmelop a more progres- 
sive society and carry out a development program coneistent with 
its cspabilities. U.S. economic aid in support of activities in 
selected priority areas provides Afghanistan xith an alternative 
to exceseive dependence upon the USSR. In this way, the United 
States mpporte the in8ependence of a non-aligne8 Afghanistan 
friendly to the broad objectives 3f the Free World. 

The ntrw government &ich took office in ~ c h  1963 has made far- 
reaching changes. A liberal constitution adopted in September 
1964 lays the foundation for s Western-type political system 
including an in8ependent judiciary an8 a free preee. Afghanistan 
has re-established good relations with Pakistan by reopening the 
border. A new trade agreement with Iran has also been negotiated. 

The new government inherited a deteriora%ing economic situstion. 
The 1962-63 deficit of the combined current an8 development bud- 
gets, to be covered from domestic borrarine;, was the highest in 
recent history. Money supply and prices were rising. In sn 
effort to correct the situation, economic reforme have been intro- 
duced, non-essenttal. imports curtailed, an8 custome duties and 
internal taxes increased. ?ha Ministry of Planning is re-examining 
the size an8 composition of the Second Five-Year Development man, 
which waa initiated in March 1962. Afghanistan's development 
program Sepends heavily on foreign technical and capital assist- 
ance. Germany is assisting technical schools and Kabul Univereity, 
and has made a $50 million loan codtment to the Afghan man. 
Japan helped set up a small indubtries an8 production training 
center in 1963. The United Kingdom is lending approximately $2.3 
million for the expansion of a beet w a r  plant, cotton ginning 
facilities and a cotton seed oil processing plant. France and 
Yugoslavia axe providing nmll amaznts of technical assistance. 
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The UN allocate# $1 million annually for technical service# in 
education, community development and health. 

Soviet aid has totaled nearly $550 million for the lart ten years 
of which about half is committed to the support of the Second 
Five-Year Development Plan. Russian projects Include asristance 
for roads, hydropover dams, irrigation projects and in8ustrial 
plants . 
The U.S. aid program in Afghanistan includes technical and capi- 
tal grant assistance, development loam and assistance under P.L. 
480 Title 11. Loanr have been authorized for construction of a 
road in northwest Afghanistan an8 for transportation equipnt. 
A Title I1 program for 103,003 tons of *eat has been approved, 
an8 the local currency generated by this program ha# been car- 
marked for local costs of the technical assirtance program and 
dwelopmrt projectd. A Title I program for edible oil# ir being 
considered in FY 1965. 

A $9 million Technical Cooperation program ir planned for FY 1966. 
This will finance p r o m  concentrated in agriculture and educa- 
tion, which represent Afghanirtanlr greatert needr. A.I.D. will 
expand assistance in agricultural planning, research and exten- 
sion, continue dewlopent program8 for irrigated landr in the 
Helmsna Valley and provide an over-all planning and management 
team for that area. Un8er contracts with Educational Servicer, 
Inc. (a con~~ortium of American echoole), the Univerrity of Wyaming 
an8 Teachers College, Colunibia UniverEIty, the United States 
will arsiat the faculties of engineering, agriculture and educa- 
tion of Kabul University an8 wlll expand arsistance to the Afghan 
Inntitute of Technology and the secondary schools. The Technical 
Cooperation program also wlll include projects for strengthening 
the highway and equipment maintenance organizations, the reorgan- 
Lation of the aaminiatration of the judiciary syatem, and the 
modernization of mansgemcnt in the ministries. 

Loan applications totaling about $= for the further 
developent of the Helmand Valley, the creation of small indun- 
trial enterprises, anli additional transportation equipment are 
ucpected in M 1966. P.L. 480 Title I an8 Title I1 programs xill 
be considered. 
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CYPRUS - 
PROGRAM SUMMARY 

(1n millions of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Technical Cooperation 0.4 0.1 0.1 

I n  December 1963 f igh t ing  erupted between t h e  Greek an8 Turkish- 
Cypriot communities on t h e  i$land, which had received i ts  inde- 
pendence only th ree  years e a r l i e r .  The c r i s i s  opened t h e  possi- 
b i l i t y  of disrupt ing t h e  NATO al l iance,  a s  Greece and Turkey were 
drawn Into t h e  confl ic t .  Although no p o l i t i c a l  sett lement has 
been reached, a t ruce  has been i n  e f f e c t  f o r  t h e  past  several 
months under the  supervision of t h e  United Nations, which by its 
e f f o r t s  as peacekeeper and mediator has achieved some degree of 
normalization of r e l a t i o n s  between the  twu comrrmnlties. 

Cyprus has shown an increasing tendency t o  look t o  the  Soviet 
bloc a s  an outgrowth of the  bloc 's  support of the  Greek-Cypriot 
pos i t ion  before t h e  UN. A recent agreement between the  USSR and 
CyEavs has resul ted i n  t h e  delivery of some equipment f o r  the  
Greek-Cypriot secur i ty  forces,  and although d e t a i l s  of the  agree- 
ment have never been made public, add i t iona l  de l ive r ies  of mill- 
tsry equipment can be expected. A commercial t rade agreement 
between t h e  USSR and Cyprus has once again solved the  problem of 
surplua agr icu l tu ra l  products t o  Cyprusf benef i t .  

The U.S. object ives  i n  Cyprus a r e  a sett lement of t h e  conf l i c t  
~ h l c &  preserves Greek and Turkish membership I n  NATO 
.wm)t to @mtmQd&&k,~ f@w%h# and t h e  solut ion 
and s o c i a l  problem Inherent i n  rehab i l i t a t ion ,  

Vi r tua l ly  all A.I.D. projects  were e i t h e r  terminated o r  suspended 
e a r l y  i n  1964. Before the  outbreak of f igh t ing  between the two 
communities, the  A.I.D. program ha8 helped t h e  Government of 
Cyprus e s t a b l i s h  a Central Bank and a Development Bank, define a 
three-year economic program, begin a long-term ~ m t e r  resources 
davelopnent program, and undertake t h e  reorganization and improve- 
ment of t h e  agr icu l tu ra l  extension eervice. Two water engineers 
have continued t o  work with t h e i r  Cypriot counterparts i n  FY 1965. 
In  d d i t i o n ,  Cyprus is  expected t o  receive P.L. 480 assistance. 

CONFIDENTIAL 

We contemplate expanding technical ass is tance In  the  water 
developnent f i e l d  i n  FY 1966 and returning advisers i n  planning 
and s t a t i s t i c s .  A small t r a in ing  program is  a l so  planned. I f  
the  p o l i t i c a l  s i t u a t i o n  p r m i t s  e f fec t ive  use of addi t ional  
technical  assistance, A.I.D. m y  Increase the  Technical Coopera- 
t i o n  program by a modest amount above the  presently planned 
$100,000 level .  Cyprus is  e l i g i b l e  f o r  development lending i n  
FY 1966, should conditions j u s t i f y  it. Loans would bear a t  
l e a s t  a 3-l/2$ i n t e r e s t  r a t e .  

IRAN - 

PROGRAM SUMMARY 

( ~ n  millions of d o l l a r s )  
FY 1964 FY 1955 fl 1966 
Actual Es timated Proposed 

Development Loans 1.5 10.0 
Technical Cooperation 3.4 3.1 

~ o t a l  A.I.D. Assistance 4.9 13.1 e,;tclla ,5 

The United States  has a stake i n  helping I ran  remsin indopendent 
of Soviet influence and overcome the  economic, soc ia l  and p o l i t i -  
c a l  weaknesses which threaten i t s  i n t e r n a l  p o l i t i c a l  s t a b i l i t y  
and inh ib i t  orderly p o l i t i c a l  and s o c i a l  change. 

I r a n ' s  improved economic posi t ion has permitted a subs tan t ia l  
reduction i n  U.S. assistance over the  course of the  past  four 
years. A. I .D .  ass is tance has been reduced from $63 mil l ion i n  
FY 1961 to  a planned $2*b t o  $Xi?,& W o n  i n  FY 1964. I n  the  
e a r l i e r  years much of the  ass is tance was on a grant  basis .  Sup- 
porting Assistance grants  were terminated i n  1962. A.I.D. loan 
t e r n  have a l so  been hardened a s  I r a n ' s  capacity t o  repay has 
improved. I ran  is  approaching the  point where It can r e l y  on 
other  sources of financing f o r  i t s  development e f f o r t .  

I ran  i s  m l l  launched on i t s  modernization program and is a t  the  
mid-point of i t s  Third Development Plan. Like i ts  predecessors, 
t h e  Plan uses the  gmernment's o i l  revenues f o r  investment i n  
dwelopment. The land reform program is  breaking d a m  t h e  feudal 
s t ruc ture  of r u r a l  I ran  and is  the  main element of t h e  government's 

CONFIDENTIAL 
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s o c i a l  development program. I ran  has embarked also on a major 
l i t e r a c y  a r i v e  i n  the  v i l l a g e s  by using army conscripts ae 
ins t ruc tors .  The g~vernment i s  modernizing i t s  administrative 
s t ruc ture  and i ts  c i v i l  service code, and i s  moving to-ard in- 
creased v i l l a g e  autonomy. Improved budgetary and f i e c a l  pro- 
cedures a l s o  are  being worked out. 

O i l  revenues have been r i s i n g  rapidly and Iran i s  able  t o  finance 
an increasing portion of its &evelopm%nt e f f o r t ,  and t o  service  
foreign loans on harder terms. I ran  has obtained s izab le  Eurspean 
cminercial c r e d i t s  and has negotiated new loans from the IBRD. 
The Ex-Im Bank has offered a $68 mil l ion loan for the  e l e c t r i f i -  
cat ion program. A. I .D .  a l so  i s  planning t o  contribute $10 million 
t o  the  electrification program. I9 Vm -1- n ~ k l a % l a n  i s  & 
camst;Lefea i n  'FY 1965, A.T.D. knnrl.d fundl @haw r& W# 
ilt l!Y ~966. The i n t e r e s t  r a t e  on t h i s  A . 1  .D. loan w i l l  be=. 

Since 1952, U.S. advisors have been helping Iran es tab l i sh  and 
improve educational and t ra ining i n s t i t u t i o n s  and program. They 
have a l s o  helped the  governm2nt s e t  up b e t t e r  machinery f o r  bring- 
ing t o  i ts  c i t l zena  government cervices, such as agr icu l tu ra l  
extension and public health servicee. As a resu l t  of the  progress 
achieved i n  the  period 1953-62, it has been possible f o r  A.I.D. t o  
reduce t h e  sca le  of i ts  Technical Co~pera t ion  program. A.I .D.  
plans to  continue programe i n  rural development, public adminis- 
t r a t i o n  and higher education. I t  may be possible Co ctmp1wke the 
phme-out of the Trrchnical Assistance program by the em¶ of FY 
1968. 

A s  I n  other  developing countries, the  pace of Iran's modernization 
program i s  hampered by the p o l i t i c a l  tensions  it creates  and by 
the  weakness of the  administrative machinery of government agen- 
c ies .  Land red i s t r ibu t ion  imolves  a diminution of the  p o l i t i c a l  
parer of t h e  wealthy secular and re l ig ious  land owners. The pace 
a t  which t h e  soc ia l  and economic dwelopm3nt program can proceed 
without jeopsrdizing in te rna l  s t a b i l i t y  w i l l  require many de l ica te  
judgments by  the Shah and h i s  government. 

CONFIDENT lAL 

ISRAEL 

PROGRAM S'JMMARY 

( i n  millions of d o l l a r s )  
J!"Y 1964 FY 1965 FY 1966 
Actual Estimated Prspoeed 

kvelopment Loans 20.0 20.0 

U.S. pnl icy i n  t o  support I s r a e l ' s  continue& existen:e a s  a 
secure and economically v iab le  s t a t e .  Since de te r io ra t ion  of 
I s r a e l ' s  economic o r  mi l i t a ry  pornition might give r i s e  t o  a more 
aggressive posture f r s m  i t s  Arab neighbors and poaaibly lead t o  
a major armed confl ic t ,  it i s  In  our i n t e r e s t  t o  help seek 
acceptable solut ions  t o  those issues  which heighten Arab-Israeli 
tensions.  This wauld permit both sidee t o  a l loca te  l a r g e r  amounts 
of t h e i r  scarce resources f o r  development ra ther  than mi l i t a ry  uses. 

U.S. and other external  ass is tance,  combined with I s r a e l ' s  own 
e f f o r t s ,  has reeulted i n  one of the  highest economic growth r a t e s  
i n  the  world. As a r e s u l t  of t h i s  progress, Supporting Assistance 
was terminated i n  FY 1961, and Dwelopment Grants ended the  f o l -  
lowing year. Loan t e r n  have been progressively hardened from 
3/4$ i n t e r e s t  i n  FY 1962, t o  2% i n  FY 1963, and 3-1/28 i n  Fi 1964. 
Loans made i n  FY 1965 w i l l  bear an i n t e r e s t  r a t e  of 3-1/29. If 
Develop-nt Loans are  made i n  FY 1966, they w i l l  bear a t  l e a s t  
t h i s  r a t e .  

In  FY 1965 I s r a e l  w i l l  ~ c e i v e  $32 mil l ion surplus agr icu l tu ra l  
c o m d i t i e s  under P.L. 480 T i t l e  I. In  FY 1966, P.L. 480 sa les  
of approximately $30 mil l ion a r e  expected t o  be made under T l t l e  
-7 

I s r a e l  w i l l  continue t o  be e l i g i b l e  f o r  loans from the  Xk-Im Bank. 

CONFIDENT l A1  



OTHEEt NEAR EAST AND SOUTH ASIA PROGRAM 
must not be divulged to unauthorixed individuals. 

Al l  other material is unclassified. CONFIDENTIAL 

(1n mil l ions  of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Acsual Estimated Proposed 

Cevelopment b a n s  
!Ikchnical Cooperation 

Total A.I.D. Assistance 4.4 6.2 3.6 

9 El ig ib le  f o r  dwelopment lending. 

The United States  i s  providing aid  t o  Nepal t o  help it maintain 
i t s  na t iona l  independence. We a re  helping build a base f o r  eco- 
nomic and soc ia l  dwelopment through an ass is tance program directed 
toward f;ve e s s e n t i a l  a reas  of the nat ion 's  economy: ( a )  Education 
snd Training of its people; (b )  Public Administration, t o  create  
the  administrative machinery f o r  dwelopment; (c)  Industry, t o  
dwelop  rwenues; (d )  Rural Development, t o  draw the outlying 
areas i n t o  the  nat ion 's  development; and ( e )  Transportation and 
Conmunicatlons -- i n  t h i s  country which has few rsads and limited 
means of communication. I n  1964, the  United S ta tes  -- i n  coordin- 
a t ion  with India  and the  United King3om -- a l so  began a small 
Mil i tary Assistance Program f o r  the  Nepalese Army. 

N ~ p a l ,  which u n t i l  1951 l ived  i n  near-isolation from the r e s t  of 
the  world, has a very low development base. Yet, there  a re  the 
beginnings of progress. With U.S. help, a national. education 
system has been s tar ted;  primary school enrollment has increased 
from 26,000 t o  230,003 i n  t h e  past  nine years.  An American ad- 
v i s e r  has introduced new accounting and estFmates systems which 
are contributing t o  improved national budgets. Administrative 
t ra in ing  programs, worked out with the U.S. A.I.D. Mlssion, have 
been conducted i n  two-thirds of the  country. Pr ivate  indus t r i a l  
investment through t h e  U.S.-assisted Nepal Indus t r i a l  Developent 
Corporation has r i s e n  from l e s s  than $100,003 equivalent i n  Ff 
1960 t o  more than $2,500,00~) i n  FY 1964. The Unite3 States  has 
alao helped Nepal i n s t i t u t e  i ts  n a r  "Psnchayat" system of v i l l age  
councils which a r e  intentled ul t imately  t o  provide representative 
government throughout the country. A U.S.-financed cargo-carrying 
ropeway i n t o  the  Kathmandu Valley waa completed i n  1964, a s  was a 
Bmsll te lecomunicat ions  system which l i n k s  Nepal t o  India. 

The Nepaleee Government i s  undertaking soc ia l  and administrative 
reforme. It has s ta r ted  on a d i f f i c u l t  program of land reform 
aimpd a t  redis t r ibut ion of land t o  tenant  farmers. The Govern- 
ment' s budget f o r  FY 1965 continues a trend toxard f i s c a l  respon- 
s i b i l i t y  and self-help.  Although t a x  rzvenues have been increas- 
ing sharply, regular  budget expenditures are  being held t o  a minor 
increase.  The Government I s  taking on a g rea te r  share of the  
cos t s  'of the development program -- a program financed mainly 
from foreign aid .  The Government plans t o  finance 4C$ of the  
current developent  budget; four  years ago it was financing only 
12$. 

Less than a t h i r d  of the U.S. a id  program i n  Nepal is  financed 
with dollars;  the  bulk comes from Indian rupees paid u s  by India 
f o r  surplus agr icu l tu ra l  commodities sent  t o  India under the  P.L. 
480 program. India, too, provides s ignif icant  ass is tance t o  
Nepal -- roads, power, i r r iga t ion ,  education, and agr icu l tu ra l  
projects  -- and i t e  a i d  t h i s  year, f o r  the  first time, may exceed 
t h a t  of the United States .  Other major a id  donors s r e  Comnunist 
Chins, t h e  S ~ v i e t  Union, and the  United Kingdom. Chinese and 
Soviet a i d  commitmmts t o t a l  over $60 mlllion though outlays have 
reached only about lo$  of t h a t  amount. 

I n  FY 1966 the proposed U.S. program of $3.6 million and $11.5 
mil l ion i n  U.S.-omed Indian rupees w i l l  continue t o  a s s i s t  Nepal 
t o  c rea te  the preconditions f o r  i ts  own development. Assistance 
w i l l  be concentrated on the  same basic  sectors,  but with l e s s  
emphasis on education; we w i l l  complete most of our a id  t o  the 
education sector i n  the  next twc, years.  Of the Indian rupee 
t o t a l ,  $3.5 mil l ion equivalent is  planned f o r  loans t o  the  Nepal 
Indus t r i a l  Development Corporation and the new Agricultural Coop- 
e r a t i v e  Bank. 

UNITED HUE! REFCTBLIC 

(1n mil l ions  of do l la ra )  
Fy 1964 Ff 1965 FY 1966 
Actual Estimated Proposed 

Development Loam 
Technical Cooperation 

~ o t a l  A.I.D. Assistance 1 .4  e.8-27.8 2.3-27.3, 
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Tne UAR i s  the most i n f l u e n t i a l  of a l l  Arab countries. It has 
the  laxgest  pqmlat ion,  the  l a r g e s t  number of educated people, 
and t h e  g rea tes t  i n d u s t r i a l  capacity of any Arab country. Because 
of i t s  s t r a t e g i c  posi t ion i n  the  Near East and i n  Africa, because 
of tbe  Arab-Israeli  conf l i c t ,  because of the Wkatle i n t e r e s t s  i n  
the  o i l  of the  Middle East -- f o r  these  and other remans,  a UAR 
which i s  unstable o r  which is  consis tent ly  hos t i l e  t o  bas ic  U.S. 

The declared policy of the  UAR i s  one of non-alignment between 
East and West. I n  pursui t  of t h i s  policy, it tskes posi t ions  i n  
l i n e  Kith the  West on some issues  and i n  l i n e  ~ L t h  t h e  Eaat, on 
others .  

I n  the  p w t  year o r  h, t h e  UAR has followed a number of p o l i t i -  
c a l  policies which a r e  not t o  our l i k i n g  snd are contrary t o  our 
in te res t s .  &amplea e r e  the  UAR's involvement i n  Yemen and its 
support of the  rebels  i n  t h e  Congo. 

A t  the  ssme t h ~  t h a t  the  UAR has been devoting subs tan t ia l  
resources t o  f i a t  w e  believe t o  be i l l - a h i s e d  and ,unclesirable 
p o l i t i c a l  adventures, it has been making some progress i n  t h e  
realm of economic development. It has maintained a reasonable 
r a t e  of growth f o r  a number of years. Ho-mer, i t s  performance 
leaves something t o  be deeired. For t h i s  economic growth has 
been accompanied by increasing inf la t ionary pressures, domestic 
short-es and rapid accumulation of external  debt, %&$# il lcrps.Chg ,] 
el? Weh mag new BBSOX% 2C$ af WW. fe+gn mMua#p,mm&f&a. 9 

There a l s o  has been some miadlrection of iweetment. These 
l e u  and t h e  requirements of financing a continuing developmmt 
e f f o r t  c a l l  f o r  ca re fu l  a t t en t ion  t o  economic problems by UAR 
o f f i c i a l s  i f  development i s  t o  be successful. 

I n  the  spring of 1964, the  UAR entered in to  a e t ~ b i l i z a t i o n  agree- 
ment Kith the  Internat ional  Monetary Fund (IMF) designed t o  m e -  
v i a t e  both domestic f inanc ia l  pressures and the f o r t i g n  exchange 
s t r a i n .  Late i n  the  year UAR off  i c i a l s  publicly recognized the 
need f o r  f u r t h e r  act ion and annorznced plane f o r  addi t ional  econo- 
mies i n  government spending and grea te r  incentives t o  domastlc 
production and savings. The United States welcomes t h i s  evidence 
of g rea te r  concern f o r  domestic dweloyment. 

T i t l e  I s a l e s  of agr icu l tu ra l  commodities under P.L. 480 a r e  and 
have been the moat important element of U.S. assistance t o  the  
u&. These have been furnished pursuant t o  a multi-year agreement 

which K i l l  expire i n  l N 5 .  We are a l so  carrying on a a m d l  
technical  aesletance program i n  the  f i e l d s  of agr icul ture ,  water, 
development planning and management. We authorized no develop- 
~ n t  loans i n  FY 1964 and have authorized mne t~ date  i n  FY 
1965. In FY 1962 and FY 1963, in conm~~%ion wtth at jpm~& 

1 IormrQia aif& to dunlop better m1atknri w%?& a&, A. I. D. 
loans aggregated roughly $40 -sil l ion annually. 

The UAR receives extensive ass is tance from many other  source.. 
A $280 mil l ion Soviet c r e d i t  f o r  the  Second Five-Y.ar Plan i n  
May 1964 and ms ie tance  conrmitments from E a ~ t  m o p e a n  Communist 
countries brought t o t a l  Cormrmnist economic arrsistance c o d t m e n t r  
t o  the  UAR s ince 1955 t o  more than $1 b i l l i o n .  $835 mil l ion of 
t h i s  was from the  USSR. I n  l a t e  1964, Conununist China extended 
a $50 mil l ion loan t o  t h e  UAR. The Soviet block a l r o  haa extended 
massive m i l i t a r y  a id .  Since 1959, economic as r i s tance  from the  
Free World has exceeded $1 b i l l i o n .  I n  addition t o  the  United 
States ,  major lenders were the  IBRD, t h e  Unfted Kingdom, Wert 
Germany, Japan, Kuwait, and I t a l y .  
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YEMEN 

PROGRAM SUMMARY 

(1n m i l l i o n s  of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual  Estimated Proposed 

Support ing Ass is tance  5 .2  4 .5  2.5 

The p r i n c i p a l  U.S. ob j ec t ive  i n  Yemen i s  t o  deny i t s  use a s  a  
base f o r  fo rces  h o s t i l e  t o  v i t a l  Western i n t e r e s t s  i n  t h e  o i l -  
r i c h  Arabian Penisu la .  Attainment of t h e  ob jec t ive  i s  endangered 
by Yemen's continued p o l i t i c a l  i n s t a b i l i t y ,  economic a s s i s t a n c e  
by t h e  Sovie t  b loc  and t h e  Chinese Communists, and t h e  continu- 
a t i o n  of i n t e r n a l  c i v i l  s t r i f e .  The United S t a t e s  i s  making 
e f f o r t s  t o  g e t  t h e  UAR and Saudi Arabia t o  compose t h e i r  d i f f e r -  
ences i n  Yemen. 

U.S. a s s i s t a n c e  began i n  FY 1959 with an agreement t o  cons t ruc t  
t h e  Mocha-Taiz-Sana'a road Approximately 80% of  t h i s  226 mile 
road i s  now completed I n  add i t i on ,  through t h e  road p r o j e c t  
about 700 Yemenis have rece ived  t r a i n i n g  which w i l l  enable them 
even tua l ly  t o  s t a f f  a  Roads Department A . I . D .  p lans  t o  bu i ld  
a  34 mile spur road connecting t h e  Mocha-Taiz-Sana'a road wi th  
t h e  border  town of Rahida, t h u s  s t rengthening  Yemen's h i s t o r i c a l  
economic t i e s  with t h e  West through Aden. Work on t h e  spur i s  
t o  s t a r t  dur ing  FY 1965 wi th  completion scheduled f o r  mid-FY 
1966. 

I n  EY 1961, t h e  United S t a t e s  agreed t o  cons t ruc t  a  po t ab l e  water 
system f 3 r  t h e  c i t y  of Taiz and he lp  e s t a b l i s h  a  Department of 
Publ ic  Water Supply and S a n i t a t i o n .  This  p r o j e c t  i s  scheduled 
f o r  completion i n  FY 1966. Headquarters f a c i l i t i e s  wi th  labora-  
t o r i e s ,  work shops and a  U.S.- trained Yemeni s t a f f  a r e  expected 
t o  be f u l l y  ope ra t iona l  i n  FY 1966. 

The Sovie t  Union and Communist China have provided s u b s t a n t i a l  
a s s i s t a n c e  t o  Yemen s ince  1957. Sovie t  a i d  was used t o  purchase 
m i l i t a r y  equipment, cons t ruc t  an  a i r f i e l d  a t  Sana ' a  and provide 
m i l i t a r y  t r a i n i n g .  I n  add i t i on ,  $15 mi l l i on  i n  economic c r e d i t s  
were used t o  cons t ruc t  t h e  Por t  of Hodeida. The Chinese Cmmu- 
n i s t s  provided nea r ly  $15 m i l l i o n  t o  bu i ld  t h e  Hodeida-Sana'a 
road.  The S3v ie t s  a r e  planning a  Hodeida-Taiz road and a  f i s h  
process ing  p l a n t .  The Communist Chinese have p l ans  f o r  a  Sana'a-  
Saada road and a  t e x t i l e  f ac to ry .  

CONFIDENTIAL 

West Germany has  a  smal l  t e c h n i c a l  a s s i s t a n c e  s t a f f  i n  Yemen t o  
improve a g r i c u l t u r a l  p r a c t i c e s  Kuwait i s  f inancing  an  economic 
study t o  document p r o j e c t s  f o r  pos s ib l e  Kuwaiti f inancing  I n  
t h e  pas t ,  Kuwait has f inance? cons t ruc t ion  of a  number of schools 
and hosp i t a l s .  

The g rea t e r  p a r t  of t h e  $2.5 mi l l i on  Support ing Ass is tance  
planned for  FY 1966 w i l l  be used t o  complete t h e  M~cha-Taiz-  
Sana'a road, inc luding  t h e  Rahida Spur, and t h e  Taiz Water Sys- 
tem. With t h e  completion of t h e  U.S. -f inanced c a p i t a l  a s s i s t -  
ance p ro j ec t s  i n  FY 1966, U.S. e f f o r t s  w i l l  be d i r e c t e d  toward 
t echn ica l  a s s i s t ance .  A p ro j ec t  f o r  urban and r u r a l  development 
w i l l  seek t o  b r i n g  improvements t o  s ec t ions  of Yemen previous ly  
unaffected by U.S. a i d  p r o j e c t s .  Assistance based on community 
s e l f -he lp  i s  planned t o  provide  v i l l a g e  water  supp l i e s ,  farm-to- 
market roads, school bu i ld ings  and improved a g r i c u l t u r a l  p r a c t i c e s .  

PROGRAM SUMMARY --- 

n mi l l i ons  of d o l l a r s )  (I-.- 
FY 1964 FY 1965 FY 1966 
Actual  Estimated Proposed 

Technical  Cooperation 0 .5  0 . 5  0 .5  
Supporting Ass is tance  21 .1  0  9 

Tota l  A . I .D .  Ass is tance  21.5 1 . 4  0  5  

The U.S supports  Cen t r a l  Treaty Organization (CENTO) economic 
progmms i n  o rde r  t o  promote a  community of i n t e r e s t  among the  
CENTO count r ies ,  encourage coopera t ion  i n  economic development, 
and increase t h e  o r i e n t a t i o n  of t h e  r eg iona l  members toward t h e  
West. 

Assistance t o  CENTO c a p i t a l  p r o j e c t s  has been concentrated on 
multi-country communications p r o j e c t s  such a s  roads,  a  r a i l r o a d  
l i n k  between I r a n  and Turkey, a  telecommunications system and a  
c i v i l  airway naviga t ion  n e t  connecting Ankara, Tehran and 
Karachi. Loan proposa ls  f o r  f u r t h e r  r eg iona l  c a p i t a l  p r o j e c t s  
w i l l  be considered only wi th in  i nd iv idua l  country loan  programs. 

For ty  U.S.-financed t e c h n i c a l  a s s i s t a n c e  conferences and t r a i n -  
ing  a c t i v i t i e s  involv ing  mutual problems i n  t h e  economic and 
pub l i c  admin i s t r a t i on  f i e l d s  have been completed. These 
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OTHER NEAR EAST AND SOUTH ASIA PROGRAMS 

reg iona l  p r o j e c t s  a c t  a s  c a t a l y s t s  f o r  achieving concre te  r e s u l t s  REGIONAL PROJECTS 
on n a t i o n a l  problems. For example, a s  an  outgrowth of two U.S.- 
f inanced conferences on na rco t i c s  cont ro l ,  Turkey and I r a n  have 
e s t ab l i shed  over 100 guard s t a t i o n s  along t h e i r  cammon border.  PROGRAM SUMMARY 
Aid has been given a l s o  t o  a  reg ional ,  mutual s e l f -he lp  pi-ogram 
under t h e  CENTO M u l t i l a t e r a l  Technical  Cooperation Fund (MTCF), ( I n  mi l l i ons  of d o l l a r s )  
which uses  i n s t i t u t i o n s  and expe r t s  loca ted  within t h e  region .  FY 1964 FY 1965 FY 1966 

Actual  Estimated Proposed -- 
I n  FY 1966, t e c h n i c a l  a s s i s t a n c e  a c t i v i t i e s  w i l l  fo l low t h e  pa t -  
t e r n  of t hose  c a r r i e d  out  i n  FY 1965. About ten r eg iona l  t r a i n i n g  Technical  Cooperation 2.2 2 .9  2 .9  
a c t i v i t i e s  and conference seminars w i l l  be undertaken i n  f i e l d s  -- 
such a s  a g r i c u l t u r a l  c r e d i t ,  cooperat ives and marketing; geologi-  
c a l  f i e l d  mapping; problems i n  implementing na t iona l  economic The major r eg iona l  p r o j e c t  i s  p a r t i c i p a n t  t r a i n i n g  a t  t h e  
development p lans ;  l abo r  and bus iness  s t a t i s t i c s  development and American Univers i ty  ?f Be i ru t  (AUB). It was begun i n  1951 and 
app l i ca t ion ;  and new methods of teaching  mathematics. Fur ther  had two ob jec t ives :  ( a )  t o  extend t r a i n i n g  oppor tun i t i e s  i n  ce r -  

g ran t s  w i l l  b e  made t o  t h e  MTCF. t a i n  t e c h n i c a l  f i e l d s  t o  coun t r i e s  of t h e  a r ea ;  and ( b )  t o  a s -  
s i s t  AUB t o  expand i t s  c u r r i c u l a  and e s t a b l i s h  new departments. 
Both of t h e s e  ob jec t ives  a r e  s t i l l  v a l i d .  

Between 1951 and 1965, 2,748 p a r t i c i p a n t s  have received t r a i n i n g  
i n  a g r i c u l t u r e ,  bus iness  adminis t ra t ion ,  pub l i c  admin i s t r a t i on ,  
engineering,  nursing,  pharmacy, and pub l i c  h e a l t h  These pa r -  
t i c i p a n t s  were drawn from 20 coun t r i e s  i n  t h e  Near Eas t  and 
Afr ica ,  wi th  about 45% coming from I r a n ,  Jordan and Pakis tan .  

I n  1964-65, 625 scholarsh ips  a r e  planned and f o r  FY 1966, 645 
a r e  proposed. I n  both years ,  500 w i l l  b e  f i l l e d  by s tuden t s  
from t e n  Near Eas t  and South Asia count r ies .  

Other r eg iona l ly  funded a c t i v i t i e s  inc lude  r e g i o n a l  t e c h n i c a l  
adv i se r s  i n  malar ia  e r ad i ca t ion ,  water  resources  and loan  s e r -  
v i ce s .  
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AFGHAN I ST'AN 
U . S .  F i r c o l  Years  - M l l l t o n r  o f  D o l l a r s  

C Y P R U S  

U . S .  F t r c a l  Years - M t l l ~ o n r  o f  D o l l a r s  

TOTAL 
LESS 

EPAYMENT! 
AN 0  

INTEREST 

168.7 
2 2 . 9  

1 4 5 . 8  

61.5 

( - )  
f-) 

- 

6 0 . 3  
1 . 2  

18.7 

1.0 

249. 9 
41.6 
a 

3.3 
( - )  

U . S .  OVERSEAS LOANS AN0 
RANTS - NET O B L l  GATIONS AN1 

EPAYMENT 
AN0  

INTEREST 
1 9 4 6 -  
1 9 6 4  

1.6 
1.6 

- 

(-)  
( -1  

- 

2 0 . 6  

22.a 
2 2 . 2  - 
(-) 

U.S.  OVERSEAS LOANS AN0 
EPAYMENT 

AN0 
INTEREST 

1 9 4 6 -  
1 9 6 4  

TOTAL 
LESS 

EPAYMENT 
AN0 

l NTEREST 

T IONS ANC 
r 1  ONS 

TOTAL 
1 9 4 6 -  
1 9 6 4  

329 

2.3 
1.7 

w 
(2.2) 
(0.6) . 
1.6 - 

0.6 
1.1 

15.0  
0.6 

0.3 

2 1 . 4  - 
3.9 

17.6 - 
(-) 

- 

RANTS - 
LOAl  - 

1 9 6 3  

E T  O B L l  
iUTHORl - 

1 9 6 4  

r l  ONS 

TOTAL 
1 9 4 6 -  
1 9 6 4  

2 4 . 5  
1 4 5 . 8  

6 1 . 5  

( - )  
( 7 )  

6 0 . 3  
1 . 2  

3 9 . 3  

1.0 

2 7 2 . 1  
63.8 

2 0 8 . 3  

3.3 
( - )  

PROGRAM PROGRAM 

A . I . D .  AND PREDECESSOR AGENCIES - TOTAL. .  A . I . D .  A ID  PREDECESSOR AGENCIES - TOTAL.. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n r  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SOCIAL  PROPRESS TRUST FUND ............... 
FOOD FOR PEACE - TOTAL.  .................. 

T t t l c  I - ( T o t a l  S a l e s  A g r e e m e n t s ) . .  . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  . . .  

SOCIAL  PROORESS TRUST FUN0 ............... 
FOOD FOR PEACE - TOTAL. .  ................. 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  . . . .  
Less: ( P l a n n e d  f o r  U . S .  U s e s )  . . . .  

. T I T L E  I  - PLANNED FOR LOANS h  GRANTS.. T I T L E  'I - PLANNED FOR LOANS L GRANTS.. . 
1 0 4 c  - C r n n t r  f o r  C n n n o n  D e f e n s e  . . . . .  
1 0 6 e  - G r a n t s  f o r  E c o n .  . 9 e v e l a p n e n t . .  
1 O l e  - L o o n s  t o  ? r i v a t e  I n d u s t r y . .  . .  
1 0 4 8  - L o a n s  t o  C o v e r n n e n t r  . . . . . . . . . .  

- . . .  1 0 4 c  G r n n t r  f o r  Connon  n e f e n r c . .  
i n h e  - C r a n  t r  f o r  E c o n .  % u e l o p n e n t . .  

. .  1 0 l e  - L o a n s  t o  ? r t v a t e  I n d u s t r y . .  
. . . . . . . . . .  1 0 4 8  - L o a n s  l o  C o v e r n n e n t r  

T I T L E  I  - ASS'T FRCM OTHER CWNTW AGWTIS.. 
T I T L E  I  I  - E' IERGEfKY R E L I E F  h  ECON. DEV..  
T I T L E  I 1  I  -VOLUNTARY R E L I E F  AGENCIES . . .  
T I T L E  I V - D O L L A R  CREDIT  SALES. . ........ 

. T I  T L E  I - ASS'T FRCM OTHER C'WNTW AGWTIS.. 
T I T L E  I  I  - E  IERGElICY R E L I E F  hECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES . . .  
T I T L E  I V - D O L L A R  CREDIT SALES .......... 

EXTORT-IMPORT BANK LONO-TERM LOANS.. ..... 
OTHER U.S. ECONOMIC PROPRAMS ............. 

TOTAL ECONOMIC ..................... 
L o a n *  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

M I L I T A R Y  r s s l s r .  P R o o a w  - ( c h g .  t o  A D D .  ) .  
( A d d ~ t i o n a l  G r a n t s  f r o m  E z c e s s  S t o c k s ) .  

EXPORT-IMPORT BANK LONO-TERM LOANS. ...... 
............ OTHER U.S. ECONOMIC PROPRAMS. 

..................... TOTAL ECONOMIC 
L o o n * . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t a  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

M I L I T A R Y  ASSIST .  PROORAM - ( C h g .  t o  ADD. ). 
( A d d i  t t o n a l  C r a n t r  f r o m  E x c c r r  S t o c k s ) .  

OTHER M I L I T A R Y  ASSISTANCE ............... 
..................... TOTAL M I L I T A R Y  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r m  t r . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER M I L I T A R Y  ASSISTANCE ............... 
TOTAL M I L I T A R Y  ..................... 

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n t r  

TOTAL U.S. ECONOMIC AND MIL ITARY. . . . .  TOTAL U.S. ECONOMIC AND M I L I T A R Y . .  ... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o o n r  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSlSTAkCE OTHER ASSISTAkCE 

$ 1 1 0 - S O V I E T  BLOC ASSISTANCE I C Y l . . . .  ..... I N.A. 1 4 1  1 548 9110 -SOVIET  BLOC ASSISTANCE I C Y )  ......... I -  I -  I '  
ASSISTANCE FROM I N T E R N A T l O l A L  AGENCIES 

. I ~ R D  w o r l d  ~ a n k . . . . . . . . . . . . . . . . . . . . . .  20.5 
U N T e c h . A s s l t .  (CY) ................... 0.2 
UN S p e c i a l  ma.................... .... 0.7 

LSSISTANCE FROM INTERNATIONAL  AGENCIES 

UN T e c h  A s s ' t .  (cY). ................... 
UN S p e c i a l  Fund.. ...................... 

&&: M i l i t a r y  d a t a  f o r  FX 1964 a n d  c u m u l a t i v e  t h r o u g h  J u n e  30, 196 . r e  e s t i m a t e s .  

1 .3 
2.8 

1.2 
3.4 

10.5 
7.5 



I R A N  

U . S .  F r r c a l  Y e a r s  - M t l l ~ o n r  o f  D o l l a r s  

l S R A E L  
U . S .  F t r c a l  Yeorr  - M ~ l l t o n r  o f  D o l l a r s  

- -- 
U . S .  O V E R S E A S  L O A N S  A N D  

R A N T S  - N E T  0 0 L  I  G A T  I O N S  AN[ 
L O A N  A U T H O R 1  Z A T I O N S  

E P A Y M E N T !  
A N D  

I N T E R E S T  
1 9 4 6 -  
1 9 6 4  

T O T A L  
L E S S  

E P A Y M E N T !  
A N D  

1  N T E R E S T  

546.4 
170.2 
376.2 

552 

(57.2) 
(15.8) 

40.4 - 
5.9 

3.7 
30.8 

35.9 
18.9 

30.0 

24.6 

%-f 
440.1 

685.1 
(53.3) 

685.1 

L- 

258.1 
L , 1 2 5 . 2  

P R O G R A M  P R O G R A M  
T O T A L  
1 9 4 6 -  
1 9 6 4  

594.4 
218.2 
3 7 6 . 2  

q6.2 

( 5 7 . 2 )  
(15.8) 

4 1 . 4  - 
5.9 

3.7 
31.8 

35.9 
18.9 

78.8 

2 9 . 0  

% 
440.1 - 
685.1 
(53.3) 

6- 

685.1 

1,?3'3 - - 

. - -- -- --- - 

1 . 1 . 0 .  A 1 0  P R E D E C E S S O R  A G E N C I E S  - T O T A L .  A. I . D .  A N D  P R E D E C E S S O R  A G E N C I E S  - T O T A L . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

-- 

- -- 

L - - -- -_ - -- - I I I 
Less than $50 000 
Note: M i l i t a h  data f o r  FY 1964 and c u m u l a t i v e  through June 30, 1964 a r e  e s t i m a t e s .  - 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  P R O G R E S S  T R U S T  F U N 0  ............... 
F O D D  FOR P E A C E  - T O T A L . . . . .  . . . . . . . . . . . . . .  

S O C I A L  P R O G R E S S  T R U S T  F U N D  . . . . . . . . . . . . . . .  
FOOD FOR P E A C E  - T O T A L . . .  ................ 

T t t l c  I - ( T o t a l  Salcr A g r e e m e n t s )  . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r ) .  . . .  

T t t l r  I - ( T o t a l  S a l e s  A g r e e m e n t s )  . . . .  
L e r r :  ( P l a n n r d  f o r  U . S .  U s e r ) .  . .  

T I T L E  1 - P L A N N E D  FOR L O A N S  b G R A N T S . .  . T I T L E  ! - P L A N N E D  FOR L O A N S  b G R A N T S  . . .  

1 0 4 c  - C r n n t r  f o r  Common D r j e o r e .  . . .  
1 O $ e  - G r a n t s  f o r  E c o n .  ' k c v e l o p n c n t . .  
J O $ e  - l . oans  r o  ,'rtvote l n d u r t r y . .  . . .  
1 0 4 g  . L o o n s  t o  C o v r r n m e n t r  . . . . . . .  

. 1 0 4 c  C r n n t r  j o r  Connon D e f e n s e  . . .  
l o h e  - G r o n t r  f o r  E r o n .  % v c l o p n e n t . .  
1 0 $ e  - L o a n s  l o  2 r t v a t e  I n d u r t r y . .  . . .  

1 0 4 8  - L o a n s  t o  Covernncntr. . . . . . . .  

T I T L E  I  - ASS'T  cR3* OTHER CCUNTW AGGRUITIS.. 
T i  ? L E  I  I - E I E P G E ' I C Y  R E L l  E F  b ECOH. CIEV.. 
T I T L E  I  I  I  - V O L U N T A Q Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - O O L L A R  C R E D I T  S A L E S  . ......... 

. T I T L E  I - A S S I T  FROrl OTHER COUNTW AGGRUIT'S.. 
T I T L E  I I  - E ' l E Q G E ' l C Y  R E L I  E F  k ECON.  D E V . .  
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  ... 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . ......... 

E X P O R T - I M P O R T  B A N K  L O N G - T E R M  LOANS. . . . . . .  E X P O R T - I M P O R T  B A N K  L O I O - T E R M  L O A N S .  ...... 
) T I E R  U.S .  E C O I O M I C  P R O Q R A M S  ............. ) T I E R  U.S .  E C O N O M I C  PROQRAMS ............. 

T O T A L  E C O N O M I C . . .  .................. 
L o o n *  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I I L I T A R Y  A S S I S T .  PROORAM - ( C h g .  t o  A p p . ) .  
( A d d ~ t t o n a l  G r a n t s  from E r c c r ,  S t o c k s ) .  

T O T A L  E C O N O M I C  ..................... 
Loan, . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I I L I T A R Y  A S S I S T .  PROGRAM - ( C h g .  t o  ADD. ). 
( A d d r t t o n a l  C r o n t r  f r o m  E x c e s s  S t o c k s ) .  

O T H E R  M I L I T A R Y  A S S I S T A I C E  ............... 
T O T A L  M I L I T A R Y .  .................... 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER M I L I T A R Y  A S S I S T A N C E .  .............. 
T O T A L  M I L I T A R Y .  .................... 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n l r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. E C O N O M I C  A N D  M I L I T A R Y . . . . .  T O T A L  U . S .  E C O N O M I C  A N 0  M I L I T A R Y . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loanr  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER A S S I S T A k C E  OTHER ASS1 S T A k C E  

I I N O - S O V I E T  B L O C  A S S I S T A N C E  I C Y )  ......... I - I - 1 - I i I I O - S O V I E T  B L O C  A S S I S T A I C E  ( C Y I  ......... 
S S I S T A I C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

. IBRD - World Bank.. .................... 22.0 
UN T e c h .  A s s ' t .  (CY) ................... 0.5 0.3 
UN S p e c i a l  Fund ......................... 1.2 

i S S l S T A I C E  FROM I I T E R I A T I O I A L  A G E N C I E S  
IBRD - W o r l d  Bank ....................... 
UN T e c h .  A s s ' t .  (CY) .................... 
UN S p e c i a l  Rmd ......................... 
Int ' l .  F i n a n c e  COT. ................... 

I I I I 
N o t e :  M i l i t a ry  data f o r  FY 1964 and c u m u l a t i v e  through J u n e  30, 1964 a r e  e s t i m a t e s .  - 
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A . I . D .  AND PREDECESSOR AGENCIES - TOTAL. .  ~ A . I . O .  AN0 PREDECESSOR AGENCIES - TOTAL.. 46.0 1 - 1  
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  I L o o n s  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  I Loans 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C r o n t r  

I S O C I A L  PROGRESS TRUST FUIO. .  ............. I SOCIAL  PROGRESS TRUST FUND ............... I -  I 
I FOOD FOR PLACE - TOTAL.. ................. I I FOOD FOR PEACE - TOTAL ................... 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m r n t r )  . . . .  
L e s s :  ( P l o n n e d  f o r  U . S .  U s e s )  . . . .  

- . . .  T ~ t l e  I ( T o t a l  S o l e s  A g r e e m e n t s ) .  (138.6) ( 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . .  I (14.5) I 

I T I T L E  I  - PLANNED FOR LOANS b GRANTS.. . I . I T I T L E  I  PLANNED FOR LOANS b GRANTS.. . I 124.1 
. . . . .  1 0 4 c  - C r n n t r  f o r  Connon D e f e n s e  

1 0 6 e  - G r a n t s  f o r  Ecan,  D e v e l o p m e n t . .  
. . .  1 0 $ e  - L o a n s  t o  ? r i u a t e  I n d u s t r y . .  

1O4g  - L o a n s  t o  C o u e r n m e n t r . .  . . . . . . .  

l 0 j c  - G r a n t s  f o r  Common D e f e n s e . .  . . .  
1 0 6 e  - c r a n t r  f o r  E c o n .  D e u e l o p n e n t . .  
i O + e  - L o o n s  t o  P r t v o t e  I n d u s t r y . .  . . .  
104.4 - Loons  t o  % u e r n m e n t s , ,  . , . . : .  , . 1 1 ' 

T I T L E I  - / \ S S ' T F R ( M O T H E R C W N T R f A M ' S . . .  - 
T I T L E  I I - E'IERGENCY R E L I E F  6. ECON. DEV.. - 
T I T L E  I I I - V O L U N T A R Y  R E L I E F  AGENCIES. .  . 19.6 
T I T L E  I V  - DOLLAR C R E D I T  SALES. .  ........ - 

T I T L E  I  - G S ' T  FR(M OTHER CWNTRf PSllhCI'S.. 
T I T L E  I I  - E'IERGEMCY R E L I E F  b ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES ... 

........ T l T L E  I V  - DOLLAR C R E D I T  SALES. .  

( EXPORT-IMPORT BANK LO IO-TERM LOAIS . .  ..... I I EXPORT-IMPORT BANK L O I C T E R M  LOANS.. ..... I 10.0 I 
1 OTHER U.S. ECONOMIC PIOQRAMS..  ........... L ........... 1 OTHER U.S. ECOIIOMIC PROBRAYS. .  LA- 

TOTAL ECONOMIC ..................... 
L o a n r  ............................ 

M I L I T A R Y  A S S I S T .  PROQRAM - ( C h p .  t o  ADO.). 
( A d d ,  t i o n a l  G r a n t s  f r o .  E x c e s s  S t o c k s ) .  

TOTAL ECOnOMIC ..................... 
L o a n r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  21.6 

r 

M I L I T A R Y  A531ST.  PROORAM - (Chp .  t o  App.  ). 1 ( A d d  t o  G a t  f r o  E x e s  S t  ) 1 (1) I 
............... OTHER M I L I T A R Y  A S S I S T A N C E  

7 

TOTAL  M I L I T A R Y  ..................... 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  C r o n t r .  

TOTAL U.S.  ECONOMIC AND MIL ITARY. . . . .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER M I L I T A R Y  ASSISTAMCE ............... - 
TDTAL M I L I T A R Y  ..................... - - ... . . . . . . . . . . . . . . . . . . . . . . .  L o a n s . .  - 

C r m t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
TOTAL U.S. ECONOMIC AND M I L I T A R I . . . . .  : 

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  178.1 : 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21.6 

- 
OTHER ASSISTANCE I OTHER ASS I S T A X  

1 S I N O - S O l l E l  BLOC ASS ISTANCE ICY ,  ......... I - 1 S I N O - S O 1 1 1 1  BLOC A S S I S T A I C E  ICY,. ........ ( 44 1 440 11,181 1 
ASS ISTANCE FROM I N T L R N A T I O N A L  AOENCIES 

UNTech.Ass1t. (CY) ................... 0.6 
UN Special  Fund ........................ - 

& 1 
* Less than $50,000 
d Rupees from FY 1957 India s a l e s  agreement. 

ASSISTANCE FROM INTERNAT IONAL  AGENCIES 

IBRD - World Ba~k...................... 
UN Tech. Aes't. (CY) ................... 
UN Specfal F'md ........................ 

. 
1.2 
1.5 

1.6 
1.4 
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Type of Assistance 
(Thousands of Dollars) 

Country 
Development 

Loans 

Tech.Coop. 
8 Develop. 

Grants 

Supporting 
Assistance Total 

TOTAL 

i 
t 

0 '"4 CHIY  (Toiron) Indonesia 

Korea 

Laos 

Philippines 
- - 

Thailand 
-- 

Vietnam 

Regional 

Under Review 

151 
CONFIDENTIAL 



I Y.U a n a s  a n  SECURITY CLASSIFIED and I 

Su~mrtinu Assistance Drwides the basic economic su~wrt. mainly 

FAR EAST REGIONAL ,¶?WARY 

Sharp increases in requirements in support of the struggle against in-the fo& of commodities, to make possible vastly great& mlfi- 
Communist insurgency in Vietnam during FY 1965 have more than off- tary, counter-insurgency and related economic and social effort 
set declines in several other country programs, so that obligations in,Vietnsm, Laos and Korea than these nations could otherwise 
will rise to an estimated $421 million. This compares to a level afford. Supporting Assistance funds also buy supplies and ser- 
above $700 million annually in the late 1950's which had been vices for urgent security-strengthening projects in Vietnam, Laos 
steadily reduced to $3X million in FY 1964. 

CONFIDENTIAL 

More than 90% of Far East A.1.D; funds will be concentrated on A continued high level of aid to Vietnam will be required in FY 
four major mutual security and development programs in FY 1966. 1966, to maintain that country's war-torn economy under the pres- / These operations -- in Viet-, Korea, Laos and Thailanrl -- are sure of emergency deficit spending for troops, police, public 
essential elements of U.S. national security policy. works, civil aaministrators and supplies for counter-insurgency 

activities. Only limited reductions in other countries are 
A fifth major A.I.D. program, in Taiwan, has succeeded in sparking possible. 
self-sustained economic pragress an4 is being closed out in FY 
1965. The U.S, interest in the Republic of China's sscxrity and We are requesting for Far East A.I.D. programs $390 million, con- 
ilevelopment continues and will be reflected in Military and Food pared with an estimated $421 million in FY 1965. This request 
for Peace assistance and encouragement of U.S. private investment will cover only the m i n h m  requirements of presently planned 
in Taiwan. operations. A supplemental appropriation request may well be 

necessary to support further intensification of both military 
Technical assistance programs focused 2n long-ten objectives sre and civil operations by the Vietnamese Government. We are, 
bwmg continued in the Philippines and Burma, and there theref ore, requesting authorization for FY 1966 of such addi- 
may be consideration of an A.I.D. project losn in the Philippines tional amounts as the President may later determine to be neces- 
in FY 1966. The program in Indonesia is under review. sary and the Congress may subsequently appropriate for essential 

purposes in connection with the situation in Vietnam. Any pro- 
Security gram to be carried out under this authorization will be presented 

to the authorizing committees concurrently with the appropriation 
The concentration 3f A.I.D. resources in count~ies withstanding request. 
Fmmediate Communist threat or attack underlinsos A.I.D.'s primary 
security mlssion in ths Far East. The Cornmist campaign feeds The present request carries $306 million in Supporting Assistance, 
on political and social unreat, on economic frustration, ignorance down from $321 million in FY 1965; $34 million in Technical Coop- 
an9 s-lspicion of Western motives. Containnent of this tkeat eration, compared with $44 million in FY 1965; and $50 to $95 
requires maintenance of strsng internal and external security million in Development Loans, against $56 million estimated In 
forces, development of effective and respected governments, and FY 1965. -The l m  figure in the rsagea of loan emf inutar WBumO8 
visible economic and social progress broadly shared by the people. that nearly all of '5a11md1s md the AflippLnsal loan requlxe- 

mnts will be met by lendere other than A.I.D. 
None of these elements alone can assure survival in freedom. The 
enonnous task of creating, simultaneously, these conditions for Supporting Assistance 
survival is beyond the capacity of most developing nations. For 
countries living next to Comnist China and its truculent satel- More than 80$ of the world-wide total A.I.D. request for Support- 
lites, the task is magnified by a starkly urgent timetable. ing Assistance is for three Far East countries -- Vietnam, Korea 

and Laos. Wer half is for South Vietnam alone. Following the 
Aid, ours and others, gives threatened nations a chance of winning expected fulfillment in FY 1965 of a last remaining portion of a 
this life-and-death race. M d  does not guarantee victory. But 1957 loan codtmeqt, no further Supporting Assistance is planned 
without it, the rapid erosion of nstional independence, or a col- for Burma. With the Republic of China, InClonesia, the Philippines, 
lapse of the line of containment against Communist expansion, and Cambodia, this makes a total of five Far East countries elimi- 
would be certain. nated fromthe list of recipients of Supporting Assistance grants 

in recent years. 

I ) 
must not be divulged to unautharixed individuals. 

All other material is  unclassified. 

and Thailand. In Korea, Supporting Assistance is being gradually 
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reduced a s  expanding export earni lys  permitj in  FY 1966 a furthe? serious obstacles t o  investment i n l o n g e r - t e r n  development. I n  
reduction of $10 n.tUion t o  a l e v e l  of $65 millLon is  planned. other countries funds f o r  development projects  a r e  avai lable  

from various f r e e  world sources, but there  a re  problems i n  mobil- 
Technical Cooperation iz ing l o c a l  c a p i t a l  o r  a lack of technical  sophis t icat ion i n  t h e  

def in i t ion  and preparation of sound projects .  To s t m a t e  
Technical ass is tance -- t h e  sharing of our s k i l l s  and experience domestic c a p i t a l  mobilization, A.I.D. is pressing f o r  monetary 
with developing nations -- brings a high long-term re tu rn  on re la -  s t ab i l i za t ion ,  d e v e l o p n t  of savings ins t i tu t ions ,  economic 
t i v e l y  small investment. For FY 1966 i n  the  Far East,  projects  a l locat ion of gavernment investment W s ,  more equitable and 
t o t a l i n g  $34 million i n  new obligations a re  planned, a s  compared vigorous t a x  col lect ion and other measures. To c lea r  technical  
with $44 mil l ion estimated i n  FY 1965. Among the changes i n  the  bottlenecks,  A.I.D. i s  providing advisory ass is tance f o r  f e a s i -  
country f igures  a r e  the  elimination of the Republic of China pro- b i l i t y  atudies,  economic planning, and project  preparation which 
gram, reductions i n  Burma and a continued r i s e  i n  the  Vietnam should lead t o  a greater  demand f o r  external  c a p i t a l  from pr ivate  
program. No estimate of funding requirements for an Indonisia inveators,  in ternat ional  and nat ional  lending agencies, wlth the 
program were included as  t h i s  program was under review a t  t h e  time major share of the  investment expected t o  come from sources other  
t h i s  pres entatlon was prepared, than A. I .D .  

Technical Cooperation funds support r u r a l  dwelopment programs i n  
Thailand, Korea, Laos, and South Vietnam. They a s s i s t  land reform 
e f f o r t s  i n  the  Philippines. They spur industr ia l  deve lopen t  and 
the growth of the  pr ivate  sector  i n  Korea, the  Philippines and 
Thailand. They bring American public health advice and medicines 
t o  the  people of the  Fhilippines,  Indonesia, Vietnam, Lsos, and 
Thailand. A.I.D. Technical Cooperation helps develop road build- 
ing and maintenance capabi l i ty  i n  Thailand, Iaos, and Korea. Our 
advisers a r e  helping t o  improve education i n  Thailand, Laos, 
Vietnam, Indonesia, t h e  Philippines, and Korea. Technical Cooper- 
a t ion  programs reach both the  v i l l a g e r s  of Southeast ABia and the  
key men who are  today's and tomorrowls leaders  i n  Far Eastern 
cap i ta l s .  They bring more than 1,600 technicians, gavernment 
o f f i c i a l s ,  and young professionals from Far Eastern countries t o  
the  United States  annually f o r  study, finance U.S. univers i ty  
contract teams and other advisory groups, and put American agr i -  
cu l tu ra l  and indus t r i a l  experience and techniques t o  work i n  
developing nations. 

lkvelopment Lending 

Requirements f o r  A.I.D. loans i n  the  Far East i n  FY 1966 range 
from a minimum $50 mil l ion t o  a maximum $95 mlllion, the  range 
dependent l a rge ly  upon t h e  avai labLli ty  of non-A.I.D. financing. 
At least $40 million is Ulrcly to be rcgutred In $szwt+ A portion 
09 t h h  ?my be us-elt f o r  an init2aL3, pmgmm laan f o r  d ~ ~ ~ ~ l o p m m t x a  
purpwee BB the  economic parformanot gnil pmspeats af" the cmm-t;srg 
intgwe. 

Mili tary ~ s s i s t a r i c e  Pmgram 

The objectives of the  Mil i tary Assistance Program (MAP), adminis- 
tered by t h e  Department of Defense, a re  c losely  re la ted  t o  A.I.D.'s 
objectives i n  the  Far East.  Both a re  e s s e n t i a l  t o  the  defense 
a d  the  development of f r e e  nations of the  region. The al locat ion 
of scarce resources between mi l i t a ry  and other  demands, i n  asais ted 
countries and i n  the  a id  programs, requires  close interagency 
cooperation i n  f i e l d  missions and i n  Washington. The FY 1966 
MAP budget proposes a w s t  $600 mil l ion f o r  Far East programs, 
the  l a r g e s t  being i n  Vietnam, Korea, and t h e  Republic of China. 

Food f o r  *ace 

Concessional sa les  and grants  of surplus U.S. farm products under 
P.L. 480 a re  a lso a major element of U.S. ass is tance t o  several  
Far Eastern countries.  For example, d i s t r ibu t ion  of surplus feed 
grains  and vegetable o i l s  t o  Vietnamese v i l l a g e r s  i s  and has been 
an important t o o l  of the  counter-insurgency program. The freedom 
and economic s t a b i l i t y  of South Vietnam, Korea, and t h e  Republic 
of China depend p a r t i a l l y  on t h e i r  accese t o  P.L. 480 cotton, 
wheat, r i c e ,  o r  other  surplus products of America's fexms. New 
agreements f o r  T i t l e  I sa les  f o r  l o c a l  currency t o  Far Eastern 
countries a r e  expected t o  decline somewhat i n  FY 1965 from the  
l e v e l  of about $160 mil l ion i n  FY 1964. The s h i f t  ta T i t l e  IV 
(dollar-repayment s a l e s )  i n  the  Republic of China i s  continuing 
wlth a tws-year sa les  agreement signed i n  I+ember 1964, which 
provides f o r  about $18 mil l ion under T i t l e  I and $16 mil l ion under 
T i t l e  IV i n  1965 and $30 mil l lon under T i t l e  IV only i n  1966. 

In ,  several Far East countries,  insecuri ty ,  f inancia1 i n s t a b i l i t y ,  In  FY 1964, T i t l e  I1 programs f o r  emergency r e l i e f  and food-f or- 
l imited savings, and the coats  of counter-insurgency present work program6 i n  t h e  Far East amounted t o  $49 million, of which 
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about $17 million went to Vietnsm. A large Title I1 food-for-work 
program in Korea is reclaiming and improving 200,000 acres of farm 
land -- a substantial contribution to Korea's agricultural develop- 
~ n t .  

Title I11 relief programs, administered in developing Far East 
countries by Arnericanvoluntary agencies such as Catholic Relief 
Service, CARE and Church World Service, amounted to about $28 
million in FY 1964. 

Problem and Prospects 

The economic success of the Republic of China, in which U.S. 
assistance played an important role, illustrates, like the success 
of Japan before it, how much foreign aid can accomplish when well 
used. There is much less opportunity for economic assistance to 
achieve substantial developnent in countries suffering, as Korea 
and Laos have, from political and economic instability; the sheer 
weight of the requiremnts for economic etabilization absorbs most 
of aid's impact. Assistance also has produced fewer results in 
those Far Eastern countries whose governments, preoccupied with 
the politics of emotional nationalism, and subject to overwhelming 
currents of anti-Westernism, pursue unsound economic and fiscal 
policies am Ln XInBone~la. 

WIllPll bbO minhimtl a porLtion o f  non~laPigmmnt, bu% W push& 
cac~ngmic aat;io&ssn Co the gain% *ere na accmably baais for 
miXt~Cant3m3 a M  opermCiew tudu%uj them A.1 .I?, i e r  c612thuinq 
only a fWe.-xWbex hr iem s.taZP in the U.S, E$rbrtaw to mbni%r 

oo~qplatlon af prerioualy AtnBd projects, 

There are numerous lessons to be learned from the experience of 
aid tg the Republic of China on Taiwan. One is the direct benefit 
to U.S. export sales of rising pwchasifq power in the developing 
countries. The volume of U.S. exports to Taiwan not financed by 
U.S. aid has risen from $55 million in 1962 to $72 million in 1963 
to an estimated $85 to $90 million in 1964. Taiwan's growing w- 
ket also serves to enhance Taiwan's importance in the eyes of 
other countries and thus offset to some extent the attractions of 
closer relations with Mainland China. 

A second lesson is the particular importance of the agricultural 
sector in achieving self-sustaining growth in a developing coun- 
try. From the outset, the Chinese, with our encouragement, con- 
centrated on building the agricultural base of the Taiwan economy. 
Through a joint Chinese-American commission, the JCRR, Chinese 
technicians were mobilized and trained, a successful land reform 
program was instituted, higher crop ylelds and inrproved farm 

marketing were achieved. Strong and versatile farmers associa- 
tions, with professional staff and elected leaders, were developed. 
Food output rose 50$ since 1953, savings were mobilized, and 
technological innovation proceeded at a much faster pace than 
would have been possible if the job had been left entirely to 
central government agencies. Now, agriculture is one of the 
mainstays of Taiwan's remarkable economic surge. 

Priority #1: Rural Development 

In the early stages of economic growth, industries can absorb 
only a small part of the labor force; the population "explosion" 
pours a flood of people into the cities, whose slums become ten- 
ters of discontent. Where population growth outruns food sup- 
plies, the problem is compounded. In any less-dweloped economy, 
the vast majority of the population can share the benefits of 
development only if there is real growth in farm income and 
expaneion of other rural economic activity. In some countries 
agricultural products, like sugar and rice in Taiwan, rice, corn 
and kenaf in Thailand, have made a major contribution to rising 
export earnings. Higher production from the farms either for 
export or for import substitution is a major factor in achieving 
self-sufficiency in alm~st every case. &en in countries that 
are achieving good general rates of dwelopment, there are rural 
areas such as the Northeast of Thailand whose economic backward- 
ness expose them to Communist subversion. 

A.I.D. in the Far East is experimenting with many approaches to 
the central problem of rural developm4nt. Very large proportions 
of our import financing program under Supporting Assistance go 
into fertilizer sales. We are negotiating proposed loans for 
additiod fertilizer plants in Korea. Technical assistance 
attacks the problem in many ways: research on the application 
of modern techniques and the discovery of new crops and varieties; 
building an institutional framework of extension services, farmers 
associations, cooperatives and good local government; creating 
the right economic incentives for the farmers, providing credit 
and market facilities; promoting local, decentralized industry 
and commerce, to link agriculture to the rest of the economy. 
Finally, A.I.D. influence is applied to central governments to 
promote interest in rural problems, the adoption of wise and 
active policies and the assignment of priority in public invest- 
ment to building agricultural production. 

Rural Developnent means political and social dwelopment as well 
as economic progress. In it we are directing our public admlnis- 
tration and community development advisory efforts toward making 
local governments more responsive to the will and aspirations of 
the pesple and opening channels between the masses and central 
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Population 

If there were no other imperative for aid to accelerate economic 
development, the less-dcveloped countries1 mushrooming population 
would require It. In the Far East, the costs to lndiviciual fami- 
lies and whole societies of unchecked population growth is being 
recognized by several countries. The Korean Gover~ment is offi- 
cially sponsoring a major family planning program, and a large- 
scale effort is also under way in Taiwan. Both are receiving 
technical aid in this effort from the Population Coancil, a pri- 
vate American group. Although it is still too early to judge, 
there is reason to expect that population growth rates 4n both 
countries will show important declines in the nert five to eigbt 
years. 

Private Investment and American Private Resources 

As economic conditions in some parts of the Far East improve, 
there is a marked increase in the willingness of U.S. financial 
institutions and corporations to invest, psrticularly in coun- 
tries where there is a dynamic private sector. Branches of the 
Bank of America and the First National City Bank will shortly 
open in Taiwan, where some 13 U.S. f irme hold A.1 .D. guarantees 
covering $70 million of investm~nta. In Thailand, investment 
guarantees total $36 million; some recent investments include 
a Union Carbide tin smelter and a Firestone tire and tube plant. 
Gulf Oil has put $25 million in equity and loan capital guaran- 
teed by A.I.D. into the Ulsan Refinery in Korea which began pro- 
duction last spring, and substantial private American equity 
capital is expected to go into the two Korean fertil-izer plants. 
American private investment in the Philippines is a mjor factor 
in that country's production. 

A.I.D. contributes in many ways to private sector growth and 
increased American investment in the Far Eaet region. Several 
mission directors and industrial development officers have joined. 
our staff direct from private business and are vigorously pro- 
moting expansion of private enterprise. Through advisory and 
technical services, financial assistance to local and U.S. inves- 
tors and policy discussions with the host governments, we are 
constantly seeking to improve the investment climate. 

A.I.D. is working through private American firms, universities, 
highly qualified specialists and other U.S. Government agencies 
to carry out its program in the Far East. As of September 33, 
1964, 11 prlvate architectural and engineering firms were opera- 
ting in the Far East under A.I.D. contracts. The region had in 
effect five contracts for the design and construction of projects 
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iwolving installation of telecommunications equipment, roade and 
electric power units. Eighteen contracts providing for a wide 
range of education, research, and training activities in several 
Far East countries were held during 1964 by: m e  University of 
California, Colorado State University Research Foundation, the 
University of Hawaii, the University of Illinois, Southern Illinois 
University, Los Angelep State College, Indiana University, The 
University of Kentucky, Long Beach State College, the University 
.of Michigan, the State Unlversity of New York, Ohio University, 
and the University of Virginia. Excluding individual specialists, 
the largest category of technical service contracts covers 34 con- 
tracts held by 15 private management firms providing specialized 
advice to private industry and government alike in the Far East. 

Regional Development 

In the colonial era, peoples of the Far East were in more direct 
contact with the colonial powers than they were with their neigh- 
bors. With independence and the growth of nationalism, ancient 
rivalries came to the fore once again. For a number of years the 
Asian countries talked of regional cooperation in the Economic 
Commfssion for Asia and the Far East (ECAFE) and Colombo Plan 
Meetings, identified the common problems they faced but did little 
to solve the problems jointly. The picture is changing. ECAFE 
has achieved modest regional cooperation in the project for devel- 
oping the bwer Mekong River basin, a work of many decades compar- 
able to the mna,gem%nt of the Tennessee River. The Southeast Asia 
Tkeaty Organization (SEATO), while primarily a military alliance, 
represents a political link with some economic elements amng 
three Asian members -- the Philippines, Thailand and Pe3cistan -- 
and between them and the Western Powers. 

U.S. foreign policy supports these regional efforts which, by 
promoting political and mllitary, as well as economic and social 
cooperation among the free world countries of the Far East, promote 
the cause of freedom in the area. A.I.D. serves U.S. interests by 
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support to certain enterprises undertaken by these and other 
regions1 organizations. The United States is a significant but 
minority contributor to the Mekong River project, along with the 
four riparian countries, Vietnam, Cambodia, Laos, and Thailand, 
and other Western nations and the United Nations. A.I.D. assiets 
sweral projecte sponsored by SEATO in the training of engineere, 
cholera research and telecommunications. A.I.D. helped to create 
the Asian Productivity Organization (APO) in which nine govern- 
ments participate. Small A.I.D. financial contributione in the 
early years of this organization have encouraged its eetablish- 
mnt ae an effective means of sharing productivity ideas; A.I.D. 
assistance will not be required in FY 1966. 

Organization and Administration 

Imgrovemsnt of A.1 .D. 'a own mana,gsm=nt systems, particularly in 
supply managemznt and personnel, is receiving major emphasis in 
the Far East region. Improvements are being made in all Far East 
programs on determination of requirements, procurement, etock 
control, warehousing, use of U.S. excess property, utilization 
and maintenance, and improving host governments' capacities in 
these f ielde. Streamlined supply management is particularly 
important and difficult in faat-mvinq counter-insurgency pro- 
grams in Southeast Asia. Special arrangements have been negoti- 
ated with the General Services Administration and with the 
Ikpartment of Ikfense for personnel for field staffing and for 
use of facilities, such as the MAF Depot in Japan. A regional 
supply supervisor, formerly a senior logistics officer in the 
Army, is being stationed in the field to inspoct and give close 
support to the missions most heavily involved. 

General downward trends in direct hire U.S. staff during FY 1965 
and 1966 have been more than offset by increased requirements for 
rural operations, principally in Vietnam and Laoe. To reduce 
vacancy rates and improve staff quality, special recruitment and 
training programe have been set up to locate suitable employeee 
and equip them with language skills and local area knowledge 
neceesary for effective wrk in rural his. 
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(In millions of dolltirs) 
R 1964 R 1965 R 1966 
Actuul Est ba ted  Proposed 

Development Loans 
Technical Cooperat ion 
Supporting Ass is t a m e  

Total A.I.D. Assistance 108.1 g9+8 &O9.3&9* 1 

U.S. Objectives and Assistance Policy 

The basic U.S. objective in the Republic of Korea is t o  maintain 
a s table,  democratically oriented and increasingly s e l f  - n l i t i n t  
ntition ctipcrble of res i s t ing  subversion and, with U.S. assistance, 
of repel l ing Communist tiggression. I n  addit ion, our assistance 
makes possible the maintemnce of ti milittiry force serving U.S. 
eecurity in te res t s  i n  Northeast Asia. To achieve these objectives 
A.I.D. w i l l  hblp the South Koreans to: ( a )  increase and sustain 
t h e i r  growth in  per capita production; (b)  achieve net s e l f -  
sufficiency in  food production; and ( c )  Improve cmd strengthen 
socitil and pol i t ic t i l  inst i tut ions . 
In  the  imed ia t e  future, resource requirements for  defenee and 
economic growth w i l l  require substantial inputs of U.S. economic 
tind mil i tary a id  without which Korea could not survive as an 
independent country. In  addition t o  tissuring survivtil, however, 
the U.S. e f f o r t  has now brought Korea t o  a point where it is 
r e a l i s t i c  t o  plan for  its future self-susttiining development. 

The main emphases of current U.S. economic assistance are: 
( a )  improved Korean economic policies and practices t o  contain 
inf lat ion through stabi l izat ion;  (b ) maximum feasible increase 
i n  domestic savings and the i r  use in effective investment; ( c )  
development of public u t i l i t i e s  and infrastructure; and (d ) 
expanded agricul tural  and industrial production with part icular  
emphasis on the development of the private s'ector and strengthen- 
ing the role  of free market forces. A.I.D. i s  s teadi ly reducing 
Supporting Assistance but planning for  expanded Development knd -  
ing. The United States is encouraging other countries' and in te r -  
nationti1 agencies t o  provide capi tal  t o  Korea on concessionul 
t e ~  for  sound investment projects. 
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For the present, South Koreti must continue t o  muintain larger  
milittiry forces than its econaay can support. U.S. Military 
Assistunce helps mainterin tind improve the 6 ~ ~ , 0 0 h a a n  Korean 
armed forces which include Ifj combat-ready Army divisions, a 
two A i r  Force and small but e f f ic ien t  Marine and Havy units. 
The economic and mil i tary assistance programs are coordinated t o  
promote increased production in Korea of those military -in- 
tenance requirements heretofore provided by the United States  
which can now be loctilly produced. It i e  planned tha 
$50 riS;liorr worth of i t e m  now funded through mi l i ta r  
w i l l  be shif ted from United States t o  Korean finuncing and loca l  
production a t  the ra te  of 66 to  $8 m i l l i o n  annually. 

Achievement, Self -Help, the Role of Other Donors 

Two and ti half yetirs of mil i tary rule ended in  South Korea when 
President Rirk 's  popularly elected government took off ice in 
December 1963. The Park Government i e  taking vigorous action t o  
increase exports, and is taking a generally commendable course 
i n  its economic pol icies  and in  its approach t o  ti comprehensive 
settlement with Japan. 

The Republic of Korea's economic history has been a continuing 
struggle agtiinat such fundamental handicaps a s  the artificial 
division of the country, relat ive scarci ty of nutuml resources, 
high popultition density, reconstruction problems, shortage8 of 
munugerial and technologictil s k i l l s ,  and lack of inet i tut ions 
required for  econarnic development (pcrrticularly i n  the f i e ld  of 
f illrrnce ). 

Since 1960, an increasing percentage of tatal tivailtible resources 
has been alloctited t o  investment. The r i s ing  investment levels  
htive been supported by r i s ing  import levels,  made possible by 
increased non-U.S. private capittil and o f f i c ln l  loans plus the 
drawdown of foreign exchange reserves. There has been substan- 
tial growth in  essent ia l  power, transportution, and communication 
facilit ima, and indus t r ia l  production htis grown rtipidly. 

A nottible recent achievemrnt has been the increase of Korea's 
exports from an tinnual average of $20 million for  the period 
1955-1959 t o  more than $ l l O  mFUion in  1964. The government 
hopes t o  exceed $150 mFUion in 1965. The principal export 
murkets are Japan and the United States. Hong Kong and South 
Vietnam are tilso important customers for  m a n  products. 
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Imflation, a resu l t  of governmental f i s c a l  policies,  l ed  t o  a 
large reduction of foreign exchange reserves and heavy reliance 
on short-term fo re im  suppliers '  c red i t s  i n  1962 and the f i r s t  
half of 1963. tbQ &i t&~tucbo tafarred laman Qorrarrmeat 6 

th.f t'%H ~ ~ O S B I  wsro a aondztiar for -treIpt of the tatwl 
mamt 05 0.S. eaonaric ald pLum#d ?or 1963 aad future yaw-. 
In response, i n  May 1963, Korea aaopted a stabilization program 
providing cred i t  and f i s c a l  res t ra in ts  and t i gh t e r  controls over 
the use of foreign exchange and supplier credi ts .  

In  the pnst year the Koretms, with continuing U.S. encouragenrent, 
have undertaken t o  reform theSr foreign exchange system, bdunce 
the central  government cash budget and r e s t r i c t  c red i t  and thus 
l imi t  the increase in money supply. Elec t r ic i ty  and, coal prices 
and railroad fares  have been raised t o  eliminate t h e i r  government 
subsidies . 
The Korean kvarnment is giving m j o r  at tent ion t o  increasing 
export earnings, encouraging small and medium industry and 
stimulating in te res t  among businessmen in  export markets. A t  the 
same time, it has launchea an ambitious mrdl investment and 
service program. In sum, South Korea is showing an increased 
awareness of its basic economic policy Ipquirements, although its 
performance has not always been sat isfactory . 
A Korea-Japm settlement would give a strong impetu t o  invest- 
ment in  Korea by the Japnese  and increase Japnn-Korea trade, as  
well as  proviae $590 million over ten  years in  Japrnese grant8 
and l i b e r a l  loans. Both the Japunese and Korean Governments are 
seeking an early settleu&nt, evidently prepared t o  accept the 
domestic po l i t i c a l  controversy surrounding t h i s  issue. 

West Germany agreed i n  Lkcember 1961 t o  lend KoIpa $18.75 million 
on reasonably favorable t e r n .  Two projects ($8.75 million for  
teleca~munications and $5.2 million fo r  coal production) are 
being implemented and the two gwermuents are negotiating over 
the use of the r e m i n i m  $4.8 million. In December 1964. the 
Ce-s agreed t o  provide'another e3.5  illl loo, fo r  additional 
project loans. Cemny  a l so  has provided economic advisors t o  
the Korean Government and has agreed t o  provide additional tech- 
nicians and training in  other f ields,  plus $26 U~QP~ in  export 
credib guaranties. Other non-U. S. assistance includest ( a )  a 
$14 million loan in  August 1962 from the International Development 
Association (IDA) for  railroad cars; (b)  $6.5 million allocsted by 
the I,- Special Fund fo r  eight projects executed by UN specialized 
agencies; (c )  $1 million residual UN Korean Reconstruction Agency 
funds fo r  technical assistance; (d) various UN technical experts 
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and fellowships; ( e )  UN Children's Fund allocations; and ( f )  $6.5 
million allocated by Denmark, Norway, and Sweden for  the operation 
of the Scandinavinan Medical Center i n  Seoul for  1963-68. 

G u l f  O i l  has now made a substant ial  capi tal  investment i n  the 
Ulsan refinery under an Investment Guaranty from A.I.D. Gulf 
and a consortium of Swift, Texas Gulf Sulphur and Skelly O i l  are 
considering an investment total ing $20 million in two nev f e r t i -  
l i z e r  plants, w i t h  an additional $20 million equity t o  be 
supplied from the Korean Government. Two A.I.D. loans, to ta l ing  
$41 million, w i l l  provide the remainder of the capi ta l  Ipquire- 
ment. The output of these two plants w i l l  meet Korea's 
projected minimum f e r t i l i z e r  lpquirements fo r  nitrogen plus an 
estimated 579 of the potash and 68% of the phosphate needs. 
Supplier credi ts  from Western Europe and Japan have a l so  been 
accepted. 

Supporting Assistance has been further  reduced as  Korea increases 
its capncity t o  get  along with l e s s  a id  from the United States. 

 he supporting Assistance leve l  of $63 proposed fo r  FY 
1966 was detennined by an analysis of the gap between Korea's 
projected essent ia l  current impart requirements and i t s  foreign 
exchange earnings. The Supporting Assistance funds w i l l  continue 
t o  be released in  increments in response t o  Korean self-help 
action under the economic s tabi l izat ion agreement. 

Future Development buns w i l l  be directed largely t o  the expan- 
sion t o  the private sector, although some f u r t h r  loe~ne wi l l  be 
maae t o  f inance improvement of basic infrastructure f a c i l i t i e s  
such as power and trumportation. Possible private borrowers 
include Korean or  Korean-American joint  ventures i n  industries 
such as  p a p r ,  lubricants, and synthetic f ibers .  FY 1966 funds 
a l so  w i l l  be used t o  develop small and medium-sized private 
enterprise through additional loans and technical assistance t o  
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The Technical Cooperati on program is  improving and strengthening provides t echn ica l  advice and t ra in ing  i n  agr icu l tu re  and 
Korean management capabil  ~ t y  und performance i n  such e s s e n t i a l  f i she r ies ,  voctitiontil education, public aaministration, minerals 
areas  as  c r e d i t ,  t a x  administration, monetary and f i s c a l  policy,  and coal  explorution and ground water development. m e r e  a r e  
power production tind d i s t r ibu t ion ,  promotion of exports and a l s o  l imited programs i n  police administration, public heul th  
planned use  of avai lable  resources. I n  addition, the  program und communications. 
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Korea 
( U . S .  F ~ s c o l  Y e a r .  - M t l l r o n s  o f  D o l l a r s )  

. S .  O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I O N S  
- 

P R O G R A M  

u 
OST-WAR 
R E L I E F  
PER l OD 

A N D  L O A N  A U T H O R 1  Z A T I  REPAY- 
IENTS AND 
l  NTEREST 

1 9 4 6 -  
1 9 6 4  

TOTAL 
L E S S  

REPAY-  
MENTS AND 

INTEREST 

IARSHALL 
PLAN 

PERIOD 

MUTUAL SECURITY ACT PERIOD FOREIGN ACT ASSISTANCE PERIOD TOTAL 

1 9 4 6 -  
I 9 6 4  

A . I .D .  AND PREDECESSOR AGENCIES - TOTAL ........... 
L o o n s  ..................................... 

.................................... G r a n t s  

S O C I A L  PROGRESS TRUST FUN0 ........................ 
FOOD FOR PEACE - TOTAL ............................ 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ............ 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............. 

.... T I T L E  I  - PLANNED FOR LOANS AND GRANTS...... 

1 0 4 c  - G r a n t s  f o r  Common D e f e n s e  .............. 
1 0 6 e  - G r a n t s  f o r  Economrc  D e v e l o p m e n t  ........ 
1 0 4 e  - L o a n s  t o  P r l u a t e  I n d u s t r y  .............. 

................. 1 0 4 g  - L o a n s  t o  G o v e r n m e n t s . .  

T I T L E  I - A S S ' T  FROM OTHER COUNTRY SALES AGRMT'S .  
T I T L E  I  I  - EMERGENCY R E L l  E F  AND ECON. DEVELOP.. . 
T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES.  .......... 

.................. T I T L E  I V  - DOLLAR C R E D I T  SALES 

EXPORT-IMPORT BANK LONG-TERM LOANS . . .............. 
a/ 

O T H E R  U.S. E C O N O M I C  PROGRAMS.? .  ............... 
TOTAL ECONOMIC ........................... 

L o a n s  .................................. 
G r a n t s . . . . .  ............................ 

M I L I T A R Y  ASSISTANCE PROGRAM - ( C h g .  t o  APP. ). ..... 
( A d d i t r o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s )  ....... 

OTHER M I L I T A R Y  ASSISTANCE ..................... 
T O T A L  M I L I T A R Y .  ............................. 

L o a n s . . . . . .  ............................... 
G r a n t s  .................................... 

TOTAL ECONOMIC AND M I L I T A R Y  .................... 
L o a n s . . .  ..................................... 
G r a n t s  ....................................... 

a/ I n ~ l o d e a  (in d l l l o n a )  , CRIK, a 2 0 . 2 ;  CivilIan Supplies, $292.1; Korean Aid Program, $121.6; Surplus Property Credits, $2h .9; and UNRRA, $0.6. - N o t e :  M i l i ta ry  d a t a  f o r  FY i 9 6 ~  and c u m u l a t i v e  through J u n e  30,  1964 a r e  e s t i n  
A S S I S T A N C E  FROM I N T E R N A T I O N A L  AGENCIES 

F Y  1 9 6 3  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  

UN Tech. Ass t t .  (CY) ... O . h  O.h 2.0 

UN Special Fund ........ 1.6 1.7 6 .5  
I n t t l .  Dev. Association u.0 - I4 .O 

....................... 
S  I  NO-SOV I  E T  BLOC ASS1 STANCE 

1 9 6 3  [ C a l e n d a r  Y e a r 1  - 

I C u m u l a t i v e  T h r v  1 9 6 4  ....................... - 



100s - GENERAL ECONOMIC DATA 

BASIC DATA 

- ..... Population (millions mid-1964) 2.5 
Annual Growth Rate (percent) ....... 2 

Area (1,000 square miles) ............ 91 
A g r i c u l t u r a l L a n d a s $ o f A r e a  ..... 8 

- ...... GNP Per Capita (dol lars)  1962 60 

PRODUCTION TRENDS 

Agricultural Production ............ Rice, Rough (1,000 MT) 430 

Tin Output ( ~ n  content - 1,000 MT) . . 0.4 
Elect r ic  Power Output ( M i l l .  KWH) ... 7 

INTERNATIONAL TRADE ( $  millions) 

Total Exports (f .o.b. ) .............. 1 ........................... Tin ore (0.4) 

E 
Total Imports (c. i .f .)  .............. 15 ..................... Trade Balance -14 

GOLD & FOREXGN EXCHANGE ($ millions) . . 27.7 
( ~ n d  of year) 

COST OF LCVING INDEX (1959=100) ....... 114 

E - Estimate. 

Life  Expectancy ..... -70 
People per Doctor ........... 45,000 

Literacy Rate (percent) ..... 15 
Pupils a s  $ of Population ... 5 

( ~ r i m a r y  & secondary) 
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PROGRAM SUMMARY 

( ~ n  mi l l i ons  o f  d o l l a r s )  
Fy 1964 Fy 1965 ~y 1966 

-- Actual  Es timat ed Proposed 

Technical  Cooperation 8.3 10.4 8. 0 
Supporting Ass is tance  24.1 
Contingency Fund 8.8 

Tota l  A.I.D. Ass is tance  41.2 45.7 45.0 

U.S. Objectives and Ass is tance  Pol icy  

The importance of Laos t o  t h e  United S t a t e s  ateme from i t s  stra- 
t e g i c  poe i t i on .  It can b e  e i t h e r  a b u f f e r  agains t  o r  a b r idge  
f o r  Communist expaneion i n  Southeast  Asia. Prime Minis ter  
Souvanna % o m  has refused t o  bow t o  Communist m i l i t a r y  pres-  
sure .  WFth t h e  support  of  t h e  United S ta t e s ,  h e  has drawn neu- 
tralist and conservat ive  elements of Laos together  i n  cormhon 
defense o f  t h e  country ' s  independence and i s  a t tempt ing  t o  keep 
a l i v e  t h e  Geneva p l an  f o r  a n e u t r a l  and uni f ied  state ou t s ide  t h e  
power b locs .  

Our ob jec t ive  i n  Laos i s  t o  e l iminate  t h e  t h r e a t  t o  i n t e r n a t i o n a l  
peace posed by t h e  cu r ren t  s i t u a t i o n  while denying Laos t o  t h e  
Communists. I n  t h e  context  of  our  l a r g e r  s t r a t e g i c  goal  of  main- 
t a i n i n g  t h e  independence of Southeast  Asia, I t  i s  o f  t h e  utmost 
importance t o  deny t h e  use  o f  Laos a s  a staging a r e a  f o r  Commu- 
n i s t  subversion and i n f i l t r a t i o n  of neighboring countr ies .  

U.S. po l i cy  i s  designed t o  a s s i s t  e f f o r t s  o f t h e  Government of 
National  Union headed by Souvanna Fhouma t o  r e s i s t  subversion 
and m i l i t a r y  a t t a c k s  by t h e  Vie t  Minh-supported Pathet  Lao gnB 1 

to maintain c o ~ r o l  mar the M+wng Rivcr~ YaYAay and tm?ke&n 
C r i b s 1  a r w  where reeiet@3qe to F;he &kh& Iao U &ZOng. 

Mqdest, bu t  success fu l  mopping-up opera t ions  by combined 
neu t r a l i s t - conse rva t ive  Lao fo rces  i n  J u l y  - August 1964--notably 
i n  c l e a r i n g  Communist g u e r i l l a  forces  from a Large area between 
t h e  admin i s t r a t ive  c a p i t a l  of  Vientiane and the  roya l  c a p i t a l  of  
Luang Prabang--have encouraged t h e  Souvanna Phoums Government i n  
i t s  p o l i c y  of r e s i s t e n c e  t o  t h e  Pathet  Lao. U.S. economic a i d  
a s s i s t s  t h i s  po l i cy  by encouraging t h e  Lao t o  support  t h e i r  
government and enabling t h e  government t o  continue t o  present  
i t s e l f  t o  t h e  Lao a s  a n  a t t r a c t i v e  a l t e r n a t i v e  t o  Communist 
cont ro l .  
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A.I.D. a s s i s t a n c e  i n  FY 1966 w i l l  concent ra te  
a t :  ( a )  improving r u r a l  s tandards of l i v i n g ,  
v i l l a g e  c l u s t e r s  on o r  near t h e  per imeters  of 

on measures aimed 
p a r t i c u l a r l y  i n  
Royal Lao Govern- 

ment influence;  ( b )  p r o d d i n g  r e l i e f  f o r  refugees and o t h e r  
v ic t ims of t h e  s e c u r i t y  s i t u a t i o n ;  and ( c )  suppor t in  
s t a b i l i z a t i o n  i n  government-controlled a reas .  
mimion In Laoa also WW ord 
to born af, &U,?x&ry matsrllrls 

Achievement, Self-Help, t h e  Role of Other Donors 

The major ob jec t ive  of p r o j e c t  a s s i s t a n c e  i n  Laos continues t o  
b e  t o  improve l i v i n g  standards of t h e  r u r a l  people under Royal 
Lao Government c o n t r o l  and thereby encourage t h e m - a r  w e l l  a# 
non-Communirt pimpla i n  rrreae partially controUeU by t h e  Phthet 
Ian--to support  t h e i r  Government's e f f o r t s  t o  achieve  an  inde- 
pendent, peaceful  Laos. To do t h i s ,  r u r a l  development e f f o r t s  
have been concentrated i n  se l ec t ed  c l u s t e r s  of  v i l l a g e s  i n  
s t r a t e g i c  areas ;  beginning i n  s i x  a r e a s  last year, t h e  program 
i s  being expanded t o  twelve t h i s  year.  

The objec t ive  of t h e  program i s  t o  develop combined se rv ices  t o  
meet p r i o r i t y  needs f o r  education and hea l th  and t o  Improve 
f a rmproduc t ion  and d i s t r i b u t i o n  i n  e x i s t i n g  v i l l a g e  groupings 
p r  c lus t e r s .  Although 41 A.I.D. t echnic ians  and more than 37 
I n t e r n a t i o n a l  Voluntary Services  (IVS) volunteers  on con t r ac t  t o  
A.I.D. m r k  and l i v e  i n  t h e s e  c l u s t e r s  and nearby f i e l d  pos ts  
t o  provide he lp  and guidance t o  t h e  Lao v i l l a g e r s ,  t h e r e  i s  a 
major s e l f -he lp  a spec t  t o  t h e  program, i n  t h a t  t h e  v i l l a g e r s  
provide t h e  labor ,  t h e  land and many of t h e  cons t ruc t ion  
ma te r i a l s  f o r  t h e  s o c i a l  and economic betterment p ro jec t s .  

I n  a d d i t i o n  t o  t h e  many p r o j e c t s  i n  t h e  r u r a l  c l u s t e r s ,  t h e  
A.I.D. program i n  Laoa has helped t o  e s t a b l i s h  t eache r  t r a i n i n g  
cen te r s  i n  t h e  p r i n c i p a l  c i t i e s  x i t h  a current  enrollment of  
over 1,300 s tudents .  The cen te r s  a r e  preparing t h e  s tudents  
f o r  teaching i n  r u r a l  schools by emphasizing t r a i n i n g  i t i  ag r i -  
c u l t u r e  and community development techniques. 

The program i n  h e a l t h  a l s o  goes beyond t h e  v i l l a g e  c l u s t e r s  i n  
t h a t  it not only he lps  b u i l d  d ispensar ies ,  supply them wi th  
drugs and t r a i n  Lao medical t echn ic i ans  t o  man them, bu t  s i m i -  
l a r l y  provides f i e l d  hosp i t a l s  i n  s e l ec t ed  areas ,  p a r t i c u l a r l y  
near t h e  f i g h t i n g  f r o n t s  i n  northern and c e n t r a l  Laos. M3st of  
t h e  non-Lao t e c h n i c a l  personnel  under t h i s  program come from 
Operation Brotherhood, a Ph i l ipp ine  p r i v a t e  organization--  
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sponsored by t h e  Ph i l ipp ine  and Laos Jun io r  Chambers o f  Commerce 
and under con t r ac t  wi th  A.I.D. -- formed t o  do medical and r u r a l  
development work i n  underdeveloped a reas .  More than  120 Ph i l ip -  
p ine  doctors,  nurses  and technic ians  work i n  Laos under t h i e  con- 
t r a c t .  

To c r e a t e  and improve communicatione between Vientiane and t h e  
aoukhern provinces o f  Laos, A.I.D. has been help ing t o  b u i l d  a 
major segment o f  road and r e p a i r  o t h e r  l i n k s .  These roads w i l l  
a l s o  make it p o s s i b l e  t o  develop b e t t e r  d i s t r i b u t i o n  wi th in  Laos 
of a g r i c u l t u r a l  producte from areas where t h e r e  i e  a modeet 
abunbnce  t o  those  i n  which shortages e x i s t .  

A.I.D. i s  a t tempt ing  t o  inc rease  a g r i c u l t u r a l  s e l f - su f f i c i ency  i n  
non-Pathet Lao-controlled areae .  With A.I.D. help, t h e  h o  Ex- 
t ens ion  Service  haa been in t roducing a vegetable  product ion  
program and t h e  Lao Agr i cu l tu re  Se rv lce  hae i n i t i a t e d  a program 
t o  produce improved r i c e  seed. 

Another important a spec t  o f  t h e  program i n  Laos i e  t o  provide  
r e l i e f  suppliee,  medical  care,  education and o t h e r  f a c i l i t i e s  
f o r  rese t t lement  o f  t h e  refugees from Communiet-held a r e a s  of 
h o e ,  p a r t i c u l a r l y  t h e  h i l l - t r i b e  people of t h e  North. 

The breakdown of t h e  cease - f i r e  and t h e  poetponement o f  n a t i o n a l  
r e u n i f i c a t i o n  have prevented t h e  implementation of p l ans  f o r  
j o i n t  m i l i t a r y  demobil ization and forced increasee  i n  t h e  Lao 
defense budget. I n  s p i t e  of  t h e e e   problem^, t h e  rampant i n f l a t i o n  
which ex i s t ed  during moat of 1963 haa been a r r e s t e d  a e  a r e s u l t  
of a s t a b i l i z a t i o n  program which went i n t o  e f f e c t  i n  January 1964. 
The success of t h i s  program was due t o : ,  Lao Government adherence 
t o  t h e  t e r n  o f  t h e  S t a b i l i z a t i o n  Agreement; commercial commodity 
import a s s i s t a n c e  from t h e  United S ta t e s ,  t h e  United Kingdom and 
Aus t r a l i a ,  and t h e  mul t ina t iona l  Foreign Exchange Operatione Fund 
(FWF), ee tabl iehed following recommenbtions by t h e  I n t e r n a t i o n a l  
Monetary Fund (IMF), t o  which t h e  United S ta t e s ,  France, and t he  
United Kingdom and Aus t ra l i a  have contributed.  

The t h r e e  na t ions f  commodity import p r o g r a m  have provided eub- 
s t a n t i a l  balance-of-paymente support  and, through commercial 
s a l e s  i n  Laos, have generated l o c a l  currency t o  he lp  support  t h e  
extraort l inary defense expenditures of t h e  Lao Government. 

The Foreign Exchange Operations Fund has served t h e  following 
purpo a ea : 

1, The dpen market exchange r a t e  which had been r ap id ly  d e t e r i -  
o r a t i n g  during moat o f  1963 has been held  near  t h e  level o f  

500 Laotian k i p  t o  t h e  d o l l a r .  This  has avoided t h e  economic 
d i e to r t ions  previouely  c rea t ed  by a wide and inc reas ing  
disparity between t h e  o f f i c i a l  exchange r a t e  and t h e  open 
market r a t e .  

2. I n  general  t h e  k i p  has been strengthened as r e f l e c t e d  i n  
t h e  f a c t  that t h e  demand f o r  fo re ign  exchange hae now become 
s e n s i t i v e  t o  smal l  f l uc tua t ione  i n  FEQF o f f e r i n g  r a t e s .  

3. Abeoqt ion  o f  k ip  through FEQF s a l e s  has helped reduce in-  
f h t i o n a r y  p res su res  i n  t h e  economy. 

We Eire a s s i s t i n g  t h e  Royal Lao Government in I t s  e f f o r t s  t o  
ob ta in  renewed con t r ibu t ions  t o  FEOF from t h e  o r i g i n a l  donors. 
Add.Ltione.1 con t r ibu t ions  have been and w i l l  continue t o  be 
sought from o t h q  nat ions .  Japan has agreed t o  con t r ibu te  
i n  IW 1965' 

FY 1966 program 

Of t h e  $18 nAll ion  requested f o r  FY 1966 Supporting Aseietance 
p ro jec t e ,  $11'6 m i l l l o n  i s  requi red  f o r  c e r t a i n  s & ~ u r i t y  a c t i -  
v i t i e s .  A.I .  D. p rovides  U. S. technic ians ,  commodities, and con- 
t r a c t  cervices, inc lud ing ,  the eugpox% o f  a clvilhtm n%aff, Co 
imglement t h e  MAP.funBed militmxy supply progrrm i n  Lbo~j fi- 1 
nances a~btli&XimCYe oonaumak~as zo t e a  %he ~ a o  ~ r m h % ' d  ' 
forcat furnishes  r e l i e f  supp l i e s  t o  some 150,000 refugees, 
waC of whom conCinua t o  &&end t h e r n e s l ~ ~  actiwly #qgblwt the 
C o ~ p p . u n I ~ t a ~  and pmvides  a i r  support  f o r  t r anepor t ing  r e l i e f ,  
n A l t t a r y  and o t h e r  e s e e n t i a l  supp l i e s  t o  i s o l a t e d  a reas .  

The remaining $5.4 a i w o t l  f o r  Supporting Aeeistance and $8 
mi l l i on  fo r  Technical  Cooperation p ro jec t e  w i l l  f i nance  a c t i v i t i e s  
aesocia ted  with t h e  r u r a l  development and r e l i e f  programa des- 
c r ibed above. 

Based on recommenbtions expected from surveye now underway, 
A.I.D. w i l l  a l s o  a e e i s t  during FY 1966 i n  t h e  establishment of 
Lao smal l  bueineeses, expec ia l ly  f o r  commercial processing of 
a g r i c u l t u r a l  producte, and w i l l  eupport t r a i n i n g  a c t i v i t i e s  t o  
develop s k i l l e d  Lao mnpower. 

U.S. non-project a s e i s t a n c e  provides general  economic support  
through fore ign  exchange f inancing o f  imports and fo re ign  se r -  
v i ces .  I n  FY 1966, A.I.D. w i l l  continue t h e  d i r e c t  f inancing 
of non-luxury commercial imports $U lDillion est-ted and re-  
imbumement t o  t h e  Lao mvernment f o r  e e s e n t i a l  fo re ign  exchange 
expenditures abroad 43 nCi.l~oti ~ ~ t h t M  f o r  euch as - 
higher education, medical  treatment and off ' icial  expenses of t h e  
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Lao Government i n  f r e e  world m t i o n e .  A p p r o m t e l y  half of t h e  t o  supplement t h e  United S ta t e s ,  B r i t i s h  and Aus t r a l i an  import 
A.I.D. -financed imported commodities a r e  procured i n  t h e  United programe i n  maintaining economic s t a b i l i t y .  It i s  a n t i c i p a t e d  
S t a t e s ,  x i t h  a l l  o f  t h e  ba lance  procured i n  the  lees-developed t h a t  a U.S. con t r ibu t ion  o f  $5 HltUon t r i l l  be  requi red  i n  FY 
countr ies .  S a l e s  o f  fo re ign  exchange through FEOF will continue 1966. 
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n 
E A S  L O A N S  A N D  G R A N T S  - N E T  O B L l G A T l O  A N D  L O A N  A U T H O R t Z A T  

F O R E I G N  A S S I S T A N C E  
A C T  P E R I O D  

d S  

T O T A L  

1 9 4 6 -  
1 9 6 4  

MUTUAL  S E C U R I T Y  ACT PERIOD P R O G R A M  

-- 

A . I . D .  AND PREDECESSOR A G E N C I E S  - T O T A L  .......... - 

L o a n s . . . . .  ............................... 
L r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

S O C I A L  PROGRESS TRUST  FUND s . . . . . . . . . . . . . . . . . . . . . .  

FOOD FOR PEACE - T O T A L  . .......................... 
T L  t l e  I - ( T o t a l  S o l e s  A g r e e m e n t s )  ........... 

L e s s .  ( P l a n n e d  f o r  U . S .  U s e s )  ............ Na P r o g r a m  

' F L D ~  t o  F Y  1  

T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS.  ...... 
............ . 1 0 4 c  G r a n t s  f o r  Common D e f e n s e .  

. . . . .  l o h e  - G r a n t s  f a r  E c o n o m t c  D e v e l o p m e n t . .  

1 0 4 e  - L o o n s  t o  P r ~ u a t e  I n d u s t r y . .  ........... 
.................. 1 0 4 g  - L o a n s  to G o v e r n m e n t s  

T I T L E  1 - A S S ' T  F h O M  OTHER COUNTRY S A L E S  A G R M T ' S  
T I T L E  I I  - EMERLENCY R E L  l  EF AND ECON. D E V k L O P . .  

. . . . . . . . .  T I T L E  I  l  I - VOLUNTARY R E L l  E F  A G E N C I E S .  
T I T L E  I \ !  - h O L L A R  C R E D I T  S A L E S . .  . . . . . . . . . . . . . . .  

EXPORT-  IMPORT BANK LONG-TERM LOANS. .  ............. 
OTHER U.S. ECONOMIC PROGRAMS . . ................... 

a/ T O T A L  E C O N 0 M I C . r .  . . ........................ 
L o a n r  .................................... 
G r o n t s  ................................... 

- - -  

M I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h p ,  t o  A P P . )  . .... 
( A d d r t ~ o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  ..... 

OTHER M I L I T A R Y  A S S I S T A N C E  . . . . . . . . . . . . . . . . . . . . . . . .  
T O T A L  M I L I T A R Y .  ............................ 

L o a n s  .................................... 
............................... G r a n t s . . . .  

T O T A L  ECONOMIC  AND M I L I T A R Y  ................... 
L o a n s  ....................................... 
G r a n t s .  ..................................... 

a/ Excludes aid t o  Indochina prior t o  part i t ion.  - Note: M i l i t a r y  d a t a  f o r  FY 1964 and cumulative through June 30, 1964 a r e  e s t ima te s .  

A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  S I N G - S O V I E T  BLOC A S S I S T A N C E  
....................... F y  1 9 6 3  F Y  1 9  1 9 6 3  [ C a l e n d a r  Y e a r 1  n.a. 

....................... 1 3 6 4  ( C a l e n d a r  Y e a r l  

Uli Special h d  ........ 0.6 C u w u  l  a t  i v e  T h r u  1 9 6 4 . .  ..................... n.a. 

; Less than $50,000- 
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Thai la nd - GENERAL ECONOMIC DATA 

BASIC DATA 

....... Population (millions - mid-1964) 31 

. . . . . . .  Annual Growth Rate (percent). 3.1 

. . . . . . . . . . . .  Area (1000 square miles) 198 
. . .  Population Density per square mile. 150 

. . . .  Agricultural Land a s  % of Total Area 20 
... Percent of Population in Agriculture 65 

............ Life Expectancy ( y e n s )  50 ................. People per Doctor. 7,900 

............. Literacy Rate (percent) 70 
Pupils a s  Percent of Population. ....... 17 

(Primary 6 Secondary) 

... - ...- 

t v ~ l l ~ o n s  THAILAND - GROWTH TRENDS 
1962 Prlcn - 
I R O t l O  .cOI.I 

lROWTH INDICATORS 
Total GNP (in 1962 prices; I millions)* . . . . . . . . . .  

.................. Per Capita GNP (dollarsJ 

Investment a s  percent of GNP. ................. 
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Fueiqn Balance as % of GNP. . . . . . . . . . . . . . .  

. . . . . . . . . . .  Aqricultural Prod. Index 11 952-54= 100) 
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  ............... R i c e ,  Rough (1,000 MT) 

NTERNATIONAL TRADE ( I  millions) ...................... Total Exports (f.0.b. J. 
R i c e  ................................. 

....................... Total Imports (c . i . f . )  
Trade Balance ....................... 

. . . . .  ;OLD & FOREIGN EXCHANGE (3d:{~g). 
. . . . . . . . . . .  ZOST OF LIVING INDEX (1958= 100) .  

:ENTRAL GOVERNMENT FINANCES * 
(FY E n d i n g  S e p t e m b e r  30) 

Total Expenditures .-. . . . . . . . . . . . . . . . . . . . .  
................... (Defense Expenditures). 

....................... (Capital Outlays).  

. . . . . . . . . . . . . . . . . .  Total Domestic Revenues 
As percent of G N P  ....................... 

Deficit (-1 or Surplus (+) . . . . ................. 
+ C o n v e r t e d  a t  21 b a h t  p e r  U.S. dollar. 

a/ Less t h a n  0.5 p e r c e n t .  - 

Calendar Years 
1962 - 1963 - 1964 Est.  

3,375 
111 

18 
88 
2 

169 
125 

10,000 

16 

550 
(205) 
6lrO - - 90 
69o(oct. ) 

105 

- Million Dollar Equivalents - 
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(1n millions of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Es t i m t  ed Proposed 

Development Loans 
Technical Cooperation 
Supporting Assistance 
Contingency Fund 

Total  A . I .D .  Assistance 12.9 27.g 20.3-2= 

U.S. Objectives and Assistance Policy 

Thailand is playing an increasingly important role  a s  a s t a b l e  
influence i n  Southeast Asia. In  the  l a s t  decade, Thailand, with 
s u b s t a n t i a l  U.S. and other f r e e  world assistance,  has achieved 
s i g n i f i c a n t  economic growth and progress. Although s t i l l  under- 
developed, t h i s  cen t ra l  nation of the  Southeast Asia mainland has 
b u i l t  a remarkable degree of p o l i t i c a l ,  economic, and mi l i t a ry  
strength.  It grmiBe$ bases f o r  emergency U.9. op@ratlow in 
Southeast AeZa. Close U.S.-7!kai ampera t i an  grkatly facillttktete 
o w  support of the aon-Communiet forces i n  Laos. 

Despite t h i s  progress, Thailand's secur i ty ,  pa r t i cu la r ly  i n  the  
Northeast a rea  of the  country, is  vulnerable to  Comunist sub- 
version and i n f i l t r a t i o n  through Iaos. The long-standing Thai- 
Cambodian h o s t i l i t y ,  Cambodia's moves toward re l iance on dammu- 
n i s t  m i l i t a r y  a id ,  the  Vietnam s i tua t ion  and the Indonesla- 
Malaysia conf ronta t ion r a i s e  po ten t i a l  secur i ty  problems. ~ ~ U I U -  

n i s t  agents have taken advantage of conditions i n  Northeast 
Thailand, which u n t i l  recent ly  had been neglected by the Central 
Government. The Thai people i n  t h i s  region are  e thnical ly  and 
l i n g u i s t i c a l l y  d i f fe ren t  from the  dominant Thai people; they a r e  
poor; water i s  lacking f o r  i r r iga t ion ;  the re  are few roads. 
Nearly one-third of Thailand's population l ives  i n  the  Northeast. 

A d i f f i c u l t  s i t u a t i o n  a l s o  prevai ls  i n  t h e  remote, mountainous 
areas  of Northern Thailand which a l s o  border on Iaos. Although 
the  Thai  of the  North a r e  generally b e t t e r  off economically than 
the  Northeasterners, some of the  non-Thai h i l l  people near the  
f r o n t i e r  a r e  po ten t i a l  t a rge t s  f o r  Communist subversion. The 
mountainous t e r r a i n  i n  t h i s  area would lend i t s e l f  t o  insurgent 
a c t i v i t y .  

CONFIDENTIAL 

The United S ta tes  is  helping Thailand take both remedial and 
preventive act ion i n  these  vulnerable areas.  U.S. economic 
ass is tance i s  planned primarily t o  help Thailand meet the  t h r e a t  
t o  i t s  i n t e r n a l  secur i ty  by accelera t ing economic and soc ia l  prog- 
r e s s  i n  the  more backward rural areas,  pa r t i cu la r ly  those 
bordering Iaos . 
U.S. ass i s t ance  policy i n  FY 1966 w i l l  continue t o  be t o  draw 
more Thai resources i n t o  t h e  development of areas  i n  which Thai 
secur i ty  is  threatened by Communist subversion o r  aggression. 
Continued p o l i t i c a l  equilibrium and economic growth a r e  e s s e n t i a l  
t o  maintenance of t h i s  secur i ty .  Therefore, the  United S ta tes  
w i l l  a l s o  provide se lected technical  ass is tance i n  education, gov- 
ernment management, f e a s i b i l i t y  surveys and r u r a l  industry develop- 
ment t o  help Thailand sus ta in  a l e v e l  of economic growth s u f f i -  
c i en t  t o  maintain p o l i t i c a l  s t a b i l i t y  and t o  a t t r a c t  p r iva te  in- 
vestment and public c a p i t a l  from abroad. High p r i o r i t y  projects  
meeting both secur i ty  and economic development objectives w i l l  
be cons idered f o r  Development Loans. 

Achievement, Self-Help, the  Role of Other Donors 

U.S. economic and mi l i t a ry  aes is tance has helped Thailand im-  
prove i t s  mi l i t a ry  and para-mili tary capab i l i t i e s ,  make impor- 
t a n t  investments i n  t ranspor ta t ion,  communications, i r r i g a t i o n  
and parer,  modernize education and heal th  f a c i l i t i e s ,  and i m -  
prove the  competence and effectiveness of key government agencies. 
Over recent years,  annual growth of GNP has averaged about 
6 112% while per capi ta  GNP has increased a t  an average r a t e  of 
3% annually. Agricultural  production i s  estimated t o  be r i s i n g  
f a s t e r  than population growth and an important degree of agr icul-  
t u r a l  d ive rs i f i ca t ion  has been achieved i n  t h e  l a s t  f i v e  years. 
Higher growth ra tes  have been achieved i n  manufacturing, power, 
and communications, although from a modest i n i t i a l  base. Admin- 
i s t r a t i v e  and regulatory reforms, t o  a l a rge  degree stimulated 
by U.S. advisors,  have l e d  t o  doubling of government revenues i n  
the  l a s t  decade. 1964 was a record year f o r  Thai export earnings. 

Thailand has been considered a good r i s k  by the  Ex-Im Bank and 
non-U.S. sources of c a p i t a l ,  both government and pr ivate .  In 1963-64, 
World Bank loans to ta led  $56.1 mill ion, Ex-Im Bank $19 mil l ion 
and German loans and c red i t s  $23 mill ion. By m i $ - 1 9 6 4 ,  t h e  Thai  
Government had drawn down nearly $175 mil l ion of a t o t a l  of 
approximately $400 mil l ion of contracted foreign credi ts .  

C O N F I D E N T I A L  
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Economic expansion has been unevenly d i s t r i b u t e d  
countrv. Incomes i n  the  Northeast a r e  estimated 
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within the  
t o  be only two- 

t h i r d s  of the  na t iona l  r u r a l  average, and investments i n  power, 
t r anspor ta t ion  and i r r i g a t i o n  until recent ly  tended t o  favor 
Ehngkok and t h e  Central Plains region. General economic expan- 
s ion  i s  only ind i rec t ly  and inadequately a f fec t ing  the  remote 
and vulnerable areas  of t h e  Northeast and t h e  North. 

Since 1962, with U.S. encouragement, t h e  Government of Thailand 
has shown a growing concern f o r  t h e  problems of p o t e n t i a l  in- 
surgency and has taken s teps  t o  cope with it. Under the  leader- 
sh ip  of the  armed forces,  teams of r u r a l  development and psycho- 
l o g i c a l  warfare spec ia l i s t s - -ca l l ed  Mobile Development Units 
(MDU's)--have been sent  t o  sens i t ive  areas  of t h e  Northeast and 
t h e  extreme South. I n  addi t ion,  i n  May 1964, Thailand entered 
i n t o  an agreement with the  United S ta tes  t o  undertake an "Acceler- 
a t ed  Rural Development Program" i n  t h e  s i x  Northeast provinces 
bordering on Iaos. This program w i l l  enable t h e  governors of these 
provinces d i r e c t l y  t o  carry out r u r a l  development projects  such a s  
v i l l a g e  rogds, wells,  ponds, and small i r r i g a t i o n  systems. 

Both p ro jec t s  involve a s ign i f i can t  commitment and a l loca t ion  of 
Thai budgetary support and t ra ined  manpower t o  t h e  secur i ty  sensi-  
t i v e  provinces. The changing Thai a t t i t u t e  toward t h e  remote 
r u r a l  areas  i s  a l s o  re f l ec ted  i n  the  strengthening of Northeast 
farm extension services  and the  establishment of a Northeast agr i -  
c u l t u r a l  research center. 

FY 1966 Program 

A major por t ion of the  U.S. ass is tance requested f o r  FY 1966 w i l l  
be s p e c i f i c a l l y  di rected toward the  i n t e r n a l  secur i ty  th rea t .  I f  
the  r e s u l t s  of a f i e l d  review and evaluation planned f o r  the  spring 
of 1965 a r e  favorable, it i s  ant ic ipated t h a t  the  Accelerated 
Rural Development program w i l l  be expanded i n t o  se lected remote 
provinces of t h e  nor th  and possibly i n t o  add i t iona l  provinces of 
the  Northeast a t  a cost  of &,l million i n  FY 1966. 

I n  addi t ion,  A.I .D.  w i l l  support Thai e f f o r t s  a t  improving the  
economic pos i t ion  of t h e  Northeast farmers through research i n  
a g r i c u l t u r a l  techniques and a strengthened extension service.  
Studies now being ca r r i ed  out a r e  expected t o  iden t i fy  p r a c t i c a l  
means of es tabl ishing i n  FY 1966 small, l i g h t  industry i n  the  
Northeast. F e a s i b i l i t y  s tudies  a r e  analyzing t h e  developmental 
p o t e n t i a l  of t h e  two major r i v e r  basins of the  Northeast t o  pro- 
vide  t h e  b a s i s  f o r  possible loan projects  i n  i r r i g a t i o n  and flood 
control.  Training programs a r e  contemplated f o r  nearly 3,000 
l o c a l  o f f i c i a l s  and v i l l a g e  teachers.  500,000 elementary school 

students in t h e  s i x  border provinces of t h e  Northeast w i l l  be 
provided with improved textbooks. Community development and 
v i l l age  health programs w i l l  continue t o  be concentrated i n  the  
Northeast. 

Continued support w i l l  be given, with $lag n&liion i n  Supporting 
Assistance f o r  t r a in ing  and equipping the  mobile 6,300 man Border 
Pa t ro l  Police and strengthening t h e  counter-insurgency capabi l i ty  
of t h e  Provincial  Police.  

In  accordance with a 1963 assessment by A.I.D. and the  World 
Health Organization, t h e  malaria eradicat ion program has been 
accelerated t o  assure  t h e  success of work ca r r i ed  out t o  date.  
The United S ta tes  w i l l  continue t o  finance a contract with t h e  
University of I l l i n o i s  providing fo r  a ss i s t ance  t o  t h e  Chlengmai 
Medical School i n  North Thailand, which i s  t r a in ing  badly needed 
doctors. The malaria and medical programs w i l l  require  $2.6 
mi l l ion  i n  U.S. technical  ass is tance i n  FY 1966. 

Although the main t h r u s t  of the  A. I .D .  program i s  directed t o  
t h e  remote r u r a l  areas ,  A . I . D .  i s  a l s o  providing se lec t ive  tech- 
n i c a l  assietance addressed t o  key i n s t i t u t i o n a l  problems which 
a r e  impeding Wai land ' s  economic growth. One of these  is  govern- 
ment management. A . I .D .  financed advisers,  from the  non-profit 
Public Administration Service, w i l l  be helping such agencies a s  
t h e  Highway Department, t h e  Bureau of the  Budget and t h e  Minis- 
t r i e s  of Finance, Education and Agriculture t o  increase  t h e i r  
operational effect iveness .  Similar help i s  contemplated t o  the  
Civ i l  Service Commission i n  personnel administration. Advisory 
ass is tance w i l l  continue t o  be given t o  the  National S t a t i s t i c a l  
Office by the U.S. Bureau of the  Census and t o  t h e  National 
Economic Development Board, the  Thai planning agency. A . I . D .  
w i l l  devote some $300,000 i n  Technical Cooperation funds t o  
these  a c t i v i t i e s  i n  FY 1966. 

I n  t h e  f i e l d  of human resource development, A . I .D .  w i l l  follow 
up on the  pioneering 1963 study of Thailand's manpower require- 
ments f o r  economic growth. Technical help w i l l  be given by 
Michigan State  University t o  the  newly-established Educational 
Planning Office and by another i n s t i t u t i o n  t o  the  Manpower 
Planning Office t o  enable these  units t o  coordinate educational 
policy with manpower needs. FY 1966 funding i s  estimated a t  
$300,000. 

To promote i n d u s t r i a l  investment, consultants w i l l  be provided 
t o  t h e  Thai investment promotion agency. A study w i l l  be under- 
taken on how best  t o  t r ans fe r  government-owned enterpr ises  t o  

CONFIDENTIAL 
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of t h e  newly-established projects  than by the  a v a i l a b i l i t y  of cap i ta l .  Thailand current ly  
provide experienced has good opportunities t o  borrow addi t ional  funds abroad a t  
The Investment Survey medium or  conventional terms. To a s s i s t  i n  preparing projects  
continued. Thirteen f o r  external f i n a n c i ~ x ,  A.I.D. w i l l  pay f o r  f e a s i b i l i t y  s tudies  

p r iva te  hands. Maximum use w i l l  be made 
Internat ional  Ekecutive Service Corps t o  
managerial s k i l l s  f o r  Thai enterpr ises .  
and Investment Guaranty programs w i l l  be 
p r iva te  U.S. surveys have been planned or  undertaken t o  date  and f o r  sound projects.  As i n  t h e  past,-&ny of these  projects  
several  of these  a r e  expected t o  r e s u l t  i n  the  establishment of w i l l  then be financed by non-U.S. cap i ta l .  P r i o r i t y  f o r  A. I .D .  
new enterpr ises .  Development Loans estimated a t  $10-$15 &LUon fnm 3.966 w i l l  

go t o  projects having a combined secur i ty  and dlevelopmental 
Thailand's r a t e  of economic growth i s  l imited more by t h e  d i f f i -  purpose, f o r  which other timely f r e e  world financing i s  not 
c u l t y  it encounters i n  t h e  preparation and implementation of available.  

CONFIDENTIAL  



Thailand 
( U . S .  F ~ s c a l  f e a r s  - M t l l r o n s  o f  D o l l a r s )  

R E P A Y -  
IENTS AN[ 
l  N T E R E S T  

1 9 4 6 -  
1 9 6 4  

E A S  L O A N S  A N D  G R A N T S  - N X T  O B L l G A T l O  A N D  L O A N  A U T H O R I Z A T  

F O R E I G N  A S S I S T A N C E  
ACT  P E R I O D  

S 
T O T A L  

1 9 4 6 -  
1 9 6 4  

T O T A L  
L E S S  

R E P A Y -  
MENTS AND 

l  N T E R E S T  

U 

'OST-WAR 
R E L I E F  
P E R I O D  

1946-  1948 

. O V E F  

ARSI IALL  
P L A N  

P E R I O D  

1949- 195; 

MUTUAL  S E C U R I T Y  ACT P E R I O D  P R O G R A M  

A. I .D .  AND PREDECESSOR A G E N C I E S  - T O T A L . .  ......... 
a/ L o a n s -  ................................... 

G r a n t s  .................................... 

S O C I A L  PROGRESS TRUST  FUHD ........................ 

Does not iaclude $7.0 million loan i n  FY 1958 financed ' 

Note: Mi l i t a ry  da t a  f o r  FY 1964 and cumulative through 

FOOD FOR PEACE - T O T A L  ............................ 
T i t l e  1 - ( T o t a l  S a l e s  A g r e e m e n t s )  ............ 

L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  ............. 
T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS..  ........ 

104c - C r a n t s  f o r  Common D e f e n s e  .............. 
104e - G r a n t s  j a r  E c o n o m ~ c  D e v e l o p m e n t . .  ...... 

.............. 104e - Loons t o  P r ~ v o t e  I n d u s t r y  
................... . 1048 L o a n s  t o  G o v e r n m e n t s  

T I T L E  I - A S S ' T  FROM OTHER COUNTRY S A L E S  A G R M T ' S .  
T I T L E  I  I  - EMERGENCY R E L l  E F  A N D  ECON. DEVELOP..  . 
T I T L E  I l l  - VOLUNTARY R E L I E F  A G E N C I E S  ........... 
T I T L E  I V  - D O L L A R  C R E D I T  S A L E S  .................. 

EXPORT- IMPORT BANK LONG-TERM LOANS..  .............. 
-- 

OTHER U.S. ECONOMIC PROGRAMS ...................... 
............................. T O T A L  ECONOMIC.  

..................................... L o a n s  
.............................. G r a n t s . . . . . .  

M I L I T A R Y  A S S I S T A N C E  PROGRAM - (Chg., t o  A p p .  ). ..... 
( A d d i t i o n a l  G r a n t s  f r o m  E x c e s s  S t o c k s )  ....... 

......................... OTHER M I L I T A R Y  A S S I S T A N C E  

T O T A L  M IL1TAR.Y  .............................. 
..................................... L o a n s  

................................... G r a n t s .  

T O T A L  ECONOMIC  AND M I L I T A R Y  .................... 33.6 - 
1.0 

32.6 

Asian 
une 30, 

.................................... L o a n s . . . .  
...................................... G r a n t s .  

0nod.c Development Pun&. .*. Less than $50,000. 
964 a r e  es t imates .  1 

A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  
-1962 1 9 4 6 - 6 4  

...... IBRD . World Bank lr0.6 2.5 161r .IJ 
m3Tech.Ass1t.(CY) ... 1.3 1.1 9.8 ........ ONSpecialFund 1.7 2.1 8.7 

. Int' l .FYnanceCorp. . . .  0.2 0.5 

S  I  NO-SOV I  E T  BLOC A S S  I S T A N C E  
1 9 6 3  ( C a l e n d a r  Y e a r )  ....................... , 

....................... 1 9 6 4  ( C a l e n d a r  Y e a r l  , 

C u r n u l a t  i v e  T h r u  1 9 6 4 . .  ..................... - 
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Vietnam - GENERAL ECONOMIC DATA 

BASIC DATA 

. . . . . . .  Population (millions - mid-1964) 

. . . . . . .  Annual Growth Rate (percent). 

Area (1000 square miles) . . . . . . . . . . . . .  
. . .  Population Dehsity per square mile. 

. . . .  Agricultural Land a s  % of Total Area 
. . .  Percent of Population in Agriculture 

Life Expectancy (years) ............ 
People per Doctor. ................ 

............. Literacy Rate (percent) 
....... Pupils as Percent of Population. 

IPriman G Secondary) 

$ Uall~onr 
1962 P w e r  

VIETNAM - GROWTH TRENDS , , , , - - - - . - . - - - - - - 

Popdorm 2 8 % Avo~loble  ~ e s o ~ c e s  
/ 

Foreign 
Bolonce 

;ROWTH INDICATORS 
Total GNP fin 1962 prices; S millions,* . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. ............ 
Net Foreign Balance a s  % of GNP. .............. 

Agricultural Prod. Index ( 1  952.54 = 100) . . . . . . . . . . .  
Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  
Rice, Raugh (1,000 MT) ................ 

................ Rubber Output (1,000 MT) 

NTERNATIONAL TRADE (S millions) 
Total Exports (f.o.b.1. . . . . . . . . . . . . . . . . . . . . . .  

Rubber................................ 
....................... Total Imports (c .  i. f.) 
....................... Trade Balance 

iOLD & FOREIGN EXCHANGE ( I ; ~ : { B Z ~ ) .  ..... 
........... 2OST OF LIVING INDEX (19.58= 100). 

:ENTRAL GOVERNMENT FINANCES * 
(FY Ending December 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
(Defense Expenditures). . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  (Capital Outlays). 

Total Domestic Revenues .................... 
As percent of G N P .  ...................... 

Deficit (-1 or Surplus (+) ..................... 

Calendar Years 
1962 - 1964 Est. 

1,690 
108 

9 
-3 8 
12 

220 
154 

5,300 

7'6 

46 
(32) 
310 -m 
lUdNov.) 

123 

- Mrllion Dollor Equivalents - 
1962 1963 1 9 ~ '  

380 442 517 
(192) (231) (267) 
( 64) (39) (37) 

191 208 
12.2% 

256 
12.0% 13.5% 

-189 -234 -261 

* Converted a t  60 p ias t r e s  per U.S. dollar.  

a/ A.I.D. estimates of cash transactions fo r  the 12-month period. - I 
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PROGRAM EXJMWIY 1. Assistance and guidance to the Vietnamese in improving 
government adminiatrative organization and practices at the 

(1n millions of dollars) central government and provincial levels, planning and 
FI 1964 FY 1965 FY 1966 implementation of realiatic and meaningful programs for 
Actual Estimated Proposed economic and social progress in rural and urban areas, the 

development of effective war and disaster relief and reloca- 
Technical Cooperation 5.9 8.2 11.0 tion programs, and the creation of police forces capable of 
Supporting Assistance 121.8 202.0 maintaining law and order and controlling subversive elements 
Contingency Fund 38. 0 XXX in areaa secured and protected by military forces. 

Total A.I.D. Asaiatance 2. Essential commodities and technical servicea necessary to 
carry out the counter-insurgency program. 

U.S. Objectives and Assistance Folicy 

The objective of U.S. policy is to help South Vietnam preserve 
its national independence against Communist subversion and take- 
over. To do so the United States must assist in the development 
of a government capable of winning and maintaining the active 
support of the Vietnamese people and thereby progressively deny- 
ing that support to the Communist Inspired and dominated Viet Cong 
insurgency. The Vietnamese Government needs to deyelop at all 
echelons sufficient capacity, integrity and constructive programa 
to attract allegiance and entour- resistance to the Viet Cong 
in both urban and rural areas. Concurrently the government must 
conduct the necessary police and military operations to provide 
adequate protection for the population, and to counter the insur- 
gent forces and gradually weaken both their military base and 
their ability to organize and rally popular support. 

The A.I.D. program in Vietnam asaists the Government of Vietnam 
in striking at many of the root causes of insurgency, dealing 
with issues of vital concern to the peasants, labor, studenta, 
local officials and other key groups -- isaues such as economic 
and social reforms, government practices, schoola and health 
stations at the hamlet level, increased productivity and a better 
way of life for the common man. The Communist campaign feeds on 
local issues and grievances. The A.I.D. program of economic, 
social and psychological action assist the Vietnamese Government 
to counter Communist insurgency on the civil and political front, 
while the Military Assistance Frogram assista to meet the Communiet 
challenge on the military front. 

3. Balance-of-payments support tc. prevent aerious inflation and 
undue loaa of foreign exchange reserves resulting from the 
greatly expmded Vietnamese budget required to finance these 
economic and social programs and the military effort. 

The challenge confronting A.I.D. in Vietnam la unique. Through 
the broad range of essential activities in which the USAID is 
assisting and adviaing the Vietnameae Government at both the 
central Saigon level and in the provincea, the United States 
seeks to asaiat the Vietnameae develop the capacity and confi- 
dence necessary to achieve success themeelvea and reach a work- 
able and durable Vietnameae solution. 

Progresa and Problems 

Succeas in thia continuing attempt to build an effective govern- 
ment is rendered extremely difficult by the fact that Vietnam, 
although barely ten years old as an independent country, has been 
the scene of a continuing armed conflict and terrorist activities 
for over 20 yeara. Thia experience has resulted in an indifferent 
attitude by much of the population; a pre-emption of the moat 
appealing and broadly based "causesf' by the Viet Cong; and a 
government structure characterized by indecision, devisiveness, 
cumbersome administrative practices, and a lack of confidence in 
its own ability to maintain the support of the varioua political 
elementa necessary to its continued existence. Continued fac- 
tionalism exemplified by agitation by Buddhiat groups, military 
and political personalities in power positlona, students, elements 
of the press and out-of-power politicians seriously endangers 
Vietnam's effort to deal effectively with the Viet Cong insurgency. 

In support of U.S. objectives, the A.I.D. program is designed to Despite continuing internal pressures, the Government of Vietnam 
provide : has shown a willingneaa to be more responsive to popular 

C O N F I D E N T I A L  
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requirements and a lao t o  tske  some of the  s t eps  necessary t o  
re -es tab l i sh  e f fec t ive  government. For example, it has, i n  the  
pas t  year, made e f f o r t s  t o  improve administration a t  all leve l s .  
The National I n s t i t u t e  of Administration tqday graduates 70-80 
atudents a year. Every 1964 graduate of the  in tensive  three-year 
course i n  Public Administration went i n t o  provincia l  and d i s t r i c t  
o f f i ces .  

The Vietnamese Government has been devoting an increasing amount 
of i ts  own resources t o  its c i v i l i a n  counter-insurgency programs. 
Coupled with mounting mi l i t a ry  defense expenditures, t h i s  has 
resul ted i n  growing budget d e f i c i t s .  To o f f e e t  the  in f l a t ionary  
pressure of d e f i c i t  financing, recent governments have shown a 
g rea te r  will ingness t o  draw upon the country's  foreign exchange 
holdings than did the  Diem regime. Between December 1963 and 
November 1964 reserves  Qeclined from $179 mi l l ion  t o  $144 mil l ion.  

The main burden of foreign support f o r  the  Government of South 
Vietnam has been and w i l l  continue t o  be borne by the  United 
S ta tes  f o r  the  foreseeable fu tu re .  During FY 1965 t h i s  i s  
expected t o  amount t o  over $200 mil l ion i n  A. I .D .  funds and $79 
mil l ion under P.L. 480. However, subs tan t i a l  contributione have 
been provided by France, Japan, Bri ta in ,  West Germany, Auetralia,  
Canada, and New Zealand i n  the  form of loans,  grants  and commer- 
c i a l  c red i t s .  I n  CY 1964 aid  from f r e e  world sources other  than 
United Sta tes  i s  estimated a t  more than $60 mil l ion.  I n  response 
t o  appeals by President Johnson and the  Vietnamese Government f o r  
more in te rna t iona l  support, most of the present donors have 
increased t h e i r  aid and several  o ther  countries have pledged 
contributions.  Currently, 25 nations a re  providing o r  have 
agreed t o  provide a id  t o  South Vietnam including new contributions 
from the Philippines,  Korea, Thailand, and the Republic of China. 

FY 1966 Program 

Proposed economic ass is tance i n  FY 1966 t o t a l s  $&I, zu$Ui~n from 
A.I.D. and $57 mi l l ion  a t  export value under P.L. 480. 

Emphasis w i l l  be placed during FY 1966 on rural development, 
encouraging domestic p r iva te  industry,  giving increased a t t en t ion  
t o  the  needs of the  urban population, improving the numbers, 
t r a in ing  and effect iveness  of the  National Police Force, and 
fu r the r  a s s i s t i n g  i n  the  development of c ruc ia l ly  needed public 
administrators a t  the  nat ional  and l o c a l  government l eve l s .  

The FY 1966 A . I . D .  Program w i l l  consis t  of three  major elements: 

C O N F I D E N T I A L  

- 

1. Balance-of -payments support of $150 lqiuian i n  Supporting 
Assistance funds t o  finance imports needed t o  maintain the 
economy of Vietnam, and t o  prevent ser ious  i n f l a t i o n .  This 
w i l l  be supplemented by $40 mil l ion i n  sa les  of agr icu l tu ra l  
commodities under T i t l e  I of P.L. 480. 

The amount proposed i s  based on an assessment of Vietnam's 
balance-of-payments gap, given the  projected l e v e l  of Vietnam's 
production, export earnings, the  impact of budgetary d e f i c i t s  
on imports demand, and aid expected from other  sources. The 
increase i n  balance-of-payments support from the FY 1965 
leve l  of $135 mil l ion does not r e f l e c t  a proposed increase i n  
expenditures, p r inc ipa l ly  i n  the  defense f i e l d ,  which would 
involve tripling the government d e f i c i t  a f t e r  
receipts .  'She meaaurea under connl&oration i 
power increases  in the nd l i t e ry ,  55% I n  para- 
7346 i n  pollee forces, Because of uncer ta in t i e s  i n  Vietnam 
a t  the time of preparing the  A . I . D .  budget request,  it was 
not possible t o  estimate accurately a l l  A . I . D .  requirements 
t o  support an expanded mi l i t a ry  and c i v i l  e f f o r t .  I f  these 
plans f o r  stepping up both the mi l i t a ry  and c i v i l  e f f o r t  go 
forward, it w i l l  probably be necessary t o  request addi t ional  
funds f o r  the  Vietnam program. To a l lov  f o r  t h i s  poss ib i l i ty ,  
we are requesting a standby author izat ion which would f a c i l i -  
t a t e  l a t e r  appropriation of addi t ional  f inds  f o r  Vietnam, i f  
required. The present proposal does take account of some 
urban development programs, flood r e l i e f  and reconstruction 
costs.  

Most of t h i s  aid w i l l  be i n  the  form of commodities purchased 
i n  the United Sta tes  and i n  less-developed countries.  Sam 
of it t r l l l  be hela  i n  an Incentive fund-to encourage prompt 
sn8 m o r e  effectTve act ion by the  Vietnameee Government on 
agreed program, an8 t o  reimburse the G o v e m n t  f o r  p a r t  of 
i t s  expected drawtlown of foreign exchange holdings beyond cpn 

agreed level. 

A l l  the p i a s t e r s  generated from the s a l e s  of P.L. 480 T i t l e  I 
commodities wlth the exception of the  percentage f o r  U.S. uses 
(currently lo$)  w l l l  be contributed t o  the  su,pport of mi l i t a ry  
and para-mili tary operations.  While the  major portion of 
counterpart p i a s t e r  deposits,  a r i s ing  from A . I . D .  ass is tance,  
w i l l  go t o  mi l i t a ry  budget support, an increased percentage 
t h i s  year may be devoted t o  c i v i l  counter-insurgency and 
development uses. 

2. Counter-Insurgency: Supporting Assistance funds of 
lion are required f o r  commodities and technical  ass is tance 
f o r  the over -a l l  counter-insurgency e f f o r t  with emphasis on 
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the  strengthening of the  National Police, r u r a l  development, 
communications, and urgent public worke programs. 

By carrying out and providing ass is tance to  various r u r a l  
programs i n  reasonably secure areas,  the  government demon- 
s t r a t e s  s t rength and wlll ingnese t o  help the people. Many 
r e l i e f  and sel f -help  a c t i v i t i e s  a re  largely  supported from 
the  Vietnamese budget and involve only l imited commodities 
and t echn ica l  ass is tance from A. I .D .  These a c t i v i t i e s  a s s i s t  
refugees,  re locatees ,  and d i s a s t e r  v i c t i m .  The New Life  
Hamlet se l f -help  program i s  designed t o  meet the  people 's  
needs quickly by helping construct simple improvements such 
a s  market places,  schools and heal th  s t a t ions .  

A . I . D .  a l s o  provides improved seed, f e r t i l i z e r ,  pes t ic ides ,  
wells and surface water f a c i l i t i e s ,  r e p a i r  and maintenance of 
highways and ra i l roads ,  dredging of waterways, and construc- 
t i o n  of new roads. It helps i n  supplying ins t ruc t iona l  
mater ia ls ,  and i n  d i r e c t  provision and development of compre- 
hensive r u r a l  heal th  services .  New urban development a c t i v i -  
t i e s  a r e  designed t o  promote employment and improve urban 
l i v i n g  conditions and thereby help  reduce the increasing unres t  
i n  the  c i t i e a .  

CONFIDENTIAL 

A.I .D.  aesietance i s  supplemented by the  d i s t r i b u t i o n  of 
agr icu l tu ra l  surpluses valued a t  $11 mil l ion uMer  T i t l e  I1 
of P.L. 480. , I n  addition, over $6 mi l l ion  of foodstuffs i s  
t o  be provided under n t l e  I11 f o r  d i s t r i b u t i o n  by voluntary 
agencies. 

3. Technical Assistance: The provieion of technical  s k i l l s ,  
advice, and t ra in ing  w i l l  a s s i s t  the  Vietnamese regime i n  
developing the  a b i l i t y  t o  govern e f f e c t i v e l y  throughout the  
country and enhance i t s  capacity f o r  se l f - re l i ance .  Specific 
a t t e n t i o n  K i l l  be devoted t o  the  preparation and expenditure 
of the  budget, provincia l  administration, and s impl i f icat ion 
of administrative procedures and l i n e s  of r espons ib l i ty  and 
author i ty .  These a c t i v i t i e s  m u l d  be financed from Technical 
Cooperation funds. The $ll mil l ion requested would a l s o  pro- 
vide f o r  the continued f inanc ia l  and technical  support and 
t r a i n i n g  i n  areas of i n s t i t u t i o n a l  development such a s  educa- 
t i o n  and heal th  and other  areas i n  which we hope t o  a a s i s t  i n  
the  c rea t ion  of permanent Vietnamese systems and i n s t i t u t i o n e .  
A.I .D.  present ly  has a contract with the  In te rna t iona l  Volun- 
t a r y  Semices  t o  provide 80 U.S. volunteers t o  work i n  the  
provinces I n  agr icul ture ,  heal th  and education. Contracts 
with Southern I l l i n o i s  and Ohio Univers i t ies  provide a s s i e t -  
ance i n  elementary, secondary and technical-vocational education. 

CONFIDENTIAL  
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PROGRAM SUMMARY 

(1n mi l l i ons  o f  d o l l a r s )  
Fi 1964 F?f 1965 FY 1966 
Actual  Eet imat ed P r o ~ o s e d  

~ e c h n i c a l  Cooperation 0 -  9 0.6 0 .2  
Supporting Ass is tance  0.3 3.4 - 

Tota l  A. I .D .  Ass is tance  1 .2  4.0 0.2 

Despi te  pe r iod ic  s h i f t s  i n  t h e  r e l a t i v e  c o r d i a l i t y  o f  i t s  r e l a t i o n -  
s h i p s  wi th  t h e  West and wi th  t h e  Communist countries,  Burma has 
thus  f a r  maintained a pos i t i on  of non-alignment. I n  s t r i k i n g  a 
balance,  Burma has been inc reas ing  i t s  r e l a t ionsh ips  wi th  t h e  
Communist countr ies  while al lowing i ts  t i e s  wlth t h e  Free World 
t o  dec l ine .  In t e rna l ly ,  t h e  Burmese Government has  embarked on a 
s o c i a l i s t  program involving n a t i o n a l i z a t i o n  and "Buxmanization" 
of most economic a c t i v i t i e s .  Under t h e s e  circumstances, we have 
concentrated A.I.D. a c t i v i t y  on completion of e x l s t i n g  commitments, 
cont inuing a small A.I .D.  t e c h n i c a l  s t a f f  i n  Burma pr imar i ly  t o  
monitor t h e  f i n a l  phases of cons t ruc t ion  projec ts .  

A c t i v i t i e s  i n  Progress 

Under a $25 mi l l i on  l i n e  of c r e d i t  extended in  1957, $21.6 m i l l i o n  
has  been obl iga ted  f o r  1 5  p ro jec t s ,  nine of which are f in ished,  
wh i l e  s i x  a r e  s t i l l  i n  progress.  Assuming f i n a l  agreement i s  
reached wi th  t h e  Burmese Government, A.I .D.  expects t o  o b l i g a t e  
dur ing  F'Y 1965 t h e  $3.4 mi l l i on  remaining balance of t h e  1957 
l i n e  of c r e d i t  f o r  t h e  design and cons t ruc t ion  of a l a r g e  teakwood 
s a w m i l l  i n  Rangoon. 

Out of  t h e  1959 grant  commitment of $30 mill ion,  some $2 mil l ion  
( t o g e t h e r  wi th  a $5.5 mi l l i on  P.L. 480 l o c a l  currency g ran t )  i s  
being used i n  bu i ld ing  a new campus f o r  t h e  Rangoon Univers i ty  
L ibe ra l  Arbs College, scheduled f o r  completion i n  1967. The 
o t h e r  $28 mi l l i on  was o r i g i n a l l y  intended f o r  design and con- 
s t r u c t i o n  of p a r t  of  a new Rangoon-Mandalay highway, a p ro jec t  
cancel led  i n  May 1964, at t h e  reques t  of  t h e  Burmese Government. 
These i s  t h e r e f o r e  no f u r t h e r  U.S. l i a b i l i t y  under t h e  1959 
commitment. 

Other Ass is tance  
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A s  a na t ion  p rac t i c ing  non-alignment, Burma rece ives  a i d  fr3m 
both f r e e  world and Communist sources.  During 1965, g ran t s  and 
loans from non-U.S., non-C~mmunist sources w i l l  t o t a l  about 
$29 mi l l ion ,  inc luding approximately $19 mi l l i on  i n  repara t i3ns  
from Japan, a $0.7 mi l l i on  West German loan,  $7.5 mi l l i on  of 
a s s i s t a n c e  from var ious  UN agencies and $1.7 mi l l i on  i n  W?rld 
Bank loans.  Burma i s  a l s o  expected t o  draw down approximately 
$8.5 mi l l i on  of Communist loans  and c r e d i t  f inancing,  mostly 
from Communist China. 

FY 1966 Program 

Technical Cooperation funds of $225,000 a r e  requested t o  p r ~ v i d e  
advisory and t e c h n i c a l  a s s i s t ance ,  a t  minimum leve l s ,  e s s e n t i a l  
t o  a s su re  successful  monit3ring ?f t h e  seve ra l  ?ng?ing p m j e c t s  
financed previous ly  but  not ye t  completed. N? o t h e r  A . I . D .  funds 
a r e  requested.  The p r i n c i p a l  pr ior -year  pro j e c t s  continuing 
i n t o  F'Y 1966 include:  development of a new campus f o r  Rang?on 
Unive r s i ty ' s  L ibe ra l  A r t s  College; improvement of Rangom's 
water and sewerage systems; equipping of t h e  Burmese c i v i l  
pol ice ;  a s  we l l  a s  establishment of a modern teak  m i l l .  

INDONESIA 

PROGRAM SUMMARY 

(1n mi l l i ons  of d o l l a r s )  
F'Y 1964 F'Y 1965 F'Y 1966 
Actual  Estimated P r o ~ o s e d  

Technical Cooperation 10.4 - a / - b / 

a /  $1.4 mi l l i on  obl iga ted  through December 31, 1964 aga ins t  - 
$8 m i l l i o n  previously planned TC program. This program now 
under review. 

b /  Under review. - 
A t  t h e  t ime of prepara t ion  of t h i s  p re sen ta t ion  t o  t h e  Congress, 
t h e  program of t echn ica l  a s s i s t a n c e  f o r  Indonesia was under 
review. Consequently, no es t imates  of funding requirements f o r  
anrIndonesia program were included i n  t h i s  budget submission. 
The appropr i a t e  Committees of t h e  Congress w i l l  b e  consulted 

CONFIDENTIAL  
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and informed of t h e  r e s u l t s  of t h e  review during t h e  course of ( e )  improved land use  and productivity;  ( f )  encouragement of 
t h e  hearings. p r i w t e  investment; and ( g )  correct ion of def ic iencies  i n  

education. B n f 0 2 t ~ t 4 T ~ r ,  pol5tZoU p~*00~%%0151, #'1~a of 
aaoMmdo 114b1o6*3timF *tid m e  14i3.w OX %he pr3.mt:at tmtox %a 

PHILIPPINES ax;ploit ogpp&wLtLeu fox gmdu&f-P* Swrrrtmmt; hrve dlnmrrd 
%ha srpfilasfm OX Ic)z-@~ ~ b a w m m  BMSH PYZfp5~fh 0m02al.a 
rsgbTd1qg tkLC gMr Q+ hogah-fur m & % s r 4 ~ u f s % ~ ,  There have 

PROGRAM SUMMARY nevertheless been some subs tan t i a l  gains: a phased decontrol 
program has s t ab i l i zed  t h e  currency; a well-planned program t o  

(1n mill ions of d o l l a r s )  implement the recently passed Land Reform Code has been es- 
fl 1964 Fy 1965 tabl ished in  four  d i s t r i c t s ;  and badly needed improvements i n  

c i v i l  servlce s a l a r i e s  and entrance requirements have been 
enacted. 

Development Loans 
Technical Cooperation 3.5 3.5 3.0 These effor ts ,  together  with abundant opportunities f o r  pmgress,  

have e l i c i t e d  sqbs tan t i a l  support from in te rna t iona l  i n s t i -  
Total  A.I.D. Assistance 3.5 tu t ions  and p r i v a t e  foundatiom. A World Bank technical  t e a m  

P has been i n  t h e  Philippines f o r  more than a year a s s i s t i n g  i n  
dmelopment planning and t h e  Bank i s  ready t o  make c a p i t a l  loans 

The Philippines is i n  t h e  fo re f ron t  among Asian nations seeking t o  worthwhile p ro jec t s j  t h e  UN i s  providing help i n  many areae 
t o  achieve progress and eecur i ty  under freedom. It co-operatee such as s t a t i s t i c a l  col la t ion,  p lan t  research and housing; t h e  
with t h e  United S t a t e s  i n  seeking t o  f u r t h e r  f r e e  world objectives.  Rockefeller an8 ForU Foundations o f f e r  considerable support, 
Despite abundant na tu ra l  resources and a s k i l l e d  labor  potent ia l ,  including s ignif icant  contributions toward making t h e  College 
t h e  vas t  majority of t h e  F i l ip inos  have low l i v i n g  standarUs. of  Agriculture of t h e  University of t h e  Philippines in to  a 
At present,  t h e  population growth r a t e  is  a t  least 3.3% per year, major regional i n s t i t u t i o n .  
while GNP expands at  only something over 4.5%. The l imited margin 
of  growth now benef l t s  mainly a few i n  t h e  c i t i e s .  The Philip- FY 1966 Program 
pines needs t o  acce le ra te  t h e  r a t e  of growth and t o  i m u r e  a 
l a r g e r  proportion of nat ional  income f o r  the  increasingly dis-  A.I.D. proposes a $3 mil l ion technical  aseis tance program f o r  
s a t i s f  led  r u r a l  areas .  To achieve t h i s  object ive  i s  a r e a l  FY 1966 primarily t o  a i d  i n  t h e  solut ion of s o c i a l  and mana- 
challenge t o  a free,  democratic socie ty .  g e r i a l  problems inpeding r u r a l  and i n d u s t r i a l  growth. 

U.S. a ss i s t ance  supports t h e  e f f o r t s  of  the  Philippine Government 
t o  develop t h e  indue t r i a l  base and increase  a g r i c u l t u r a l  produc- 
t i v i t y ,  t o  provide jobs, r a i s e  r u r a l  income and meet t h e  needs, 
of an expanding population. Continuation of the sparchl close 
relationnhlg betasan the United etaten an& the 'Phllippbea Ue- 
gslda to a connlUerablar extant upon tlza euccemr of these unUm- 
trkiI4p. 

The Phi l ippine Five-Year Development Plan, inaugurated i n  1962, 
i d e n t i f i e d  baRic development goals and t h e  following preconditions 
f o r  achieving such goale: ( a )  a b e t t e r  t ra ined and qua l i f i ed  
c i v i l  senr ice j  ( b )  improvement i n  revenue co l l ec t ion  (which 
cur ren t ly  rea l i zes  l e s s  than h a l f  i ts  potentiag);  ( c )  improved 
enforcement of l a w  and elimination of g r a f t  and corluptionj 
( 8 )  grea<er government capacity t o  manage its own resources of 
funds and equipment and t o  plan and coordinate c a p i t a l  projects j  

Technicians experienced i n  crime prevention and l a w  enforcement 
w i l l  be  provided i n  response t o  a request by t h e  Mayor of 
Manila f o r  help i n  carrying out t h e  recommendatiom of a recent 
A.I.D. study of t h e  Manila Police.  

A.I.D. techniciam w i l l  work through t h e  Iand Reform D i s t r i c t s  
t o  help ra i se  a g r i c u l t u r a l  product ivi ty  and increase  t h e  pract i -  
c a l  use of a g r l c u l t u d  creUit and cooperatives. Assistance 
nill a l s o  be glven i n  a e r i a l  photography, e s s e n t i a l  t o  proper 
land rediatributlon. 

A new pr ivate  Phi l ippine Foundation f o r  Economic Development 
w i l l  receive atssistance through l o c a l  currency l o a m .  There w i l l  
a l s o  be  a contract KLth a pr iva te  U.S. f i rm f o r  t h e  Foundation's 
program of helping F i l ip ino  investors  recognize opportunities,  
a s sese  t h e  fac to r s  t h a t  go i n t o  p ro jec t  preparation, and thus  
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take g rea te r  advantage of ava i lab le  foreign and domeetic c red i t  
IOUTCCB . 
The ava iLabi l i ty  of information collected under A. I .D .  -aponeored 
eurveys of mter resources and energy requirements w i l l  help i n  
t h e  development of c a p i t a l  p ro jec t s  f o r  potent ia l  lenders such 
ae  t h e  World Bank, t h e  Ex-Im Bank and pr iva te  U.S. and foreign 
investore.  

A.I.D. i t s e l f  w i l l  consider l o a m  f o r  eound projects neceeeary 
f o r  t h e  country's development, when financing la not ava i lab le  
from o ther  sources on reasonable t e r n .  Theee xould include 
a c t i v i t i e s  auch a e  rural e lec t r i f i ca t ion ,  i r r iga t ion  and potable 
water proJects  connected x i t h  implementation of Land reform. It 
l a  an t ic ipa ted  t h a t  as much a s  !@0 million may be required i n  F'Y 
1966 f o r  theae purposes, pa r t i cu la r ly  i f ,  foUovlng t h e  Philip- 
pine Pres iden t ia l  e lect ion i n  November 1965, adequate domeetic 
reaourcee a r e  budgeted i n  support of development. 

FAR EAST RECrIONAL 

PROGM SUMMARY 

( ~ n  milllone of do l la r s )  
Fi 1964 1965 FY 1966 
Actual E a t h a t e d  Proposed 

Technical Cooperation 1.6 2.0 1.2 

The Reglonal Program i n  t h e  Far East, . f o r  which $1.2 mil l ion i s  
proposed i n  ~i 1966, is aimed at  building institutions which w i l l  
assist t h e  c o u n t r i a  of t h e  a rea  to:  ( a )  promote t h e  economic 
development of t h e  region as a &ole; and ( b )  make progress toward 
regional  economic and p o l i t i c a l  cooperation. Despite t h e  poten- 
tial benefl te  to.  be  derived from reglonal economic cooperation 
among t h e  nat ioas  of t h e  FBr Eaet, progrees continues t o  be slar. 
G r e a t  power r ipa l r i ea ,  Asian nationalism and hietor ic  conf l i c t s  
have created obstacles t o  cooperation. Nevertheless, a beginning 
haa been made through the  a c t i v i t i e e  of organlzatione such a s  t h e  
Southeast A s l a  Treaty Organization (SEAM), the  UN Economic Com- 
mimion f o r  A s i a  and t h e  Far Egst (ECAFE), and the  Asian Produc- 
t i v i t y  Organization ( APO) . 
SEATO, a m i l i t a r y  a l l i a n c e  f o r  t h e  common defense of t h e  area, is 
a l s o  a channel f o r  econamic cooperation among its membere. The 

C O N F I D E N T I A L  
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United S ta tes  fulfll le its Treaty obligatione under A r t i c l e  I11 
mainly through b iLa te ra l  programs x i t h  t h e  Asian mesnbers, Thai- 
Land, Pakistan, and t h e  Philippines. A.1.D provides project  as-  
s i s t ance  within t h e  SEATO framework t o  t h e  Asian t r e a t y  members 
f o r  projects  having benef i t s  f o r  more than one member country. 
The SEAM Graduate School of Engineering i n  Bangkok gives post- 
graduate courses f o r  englneem from a l l  regional membere. Other 
SEATO membere a r e  increasing t h e i r  eupport. The SEATO Council 
meeting i n  May 1965 w i l l  consider ways of es tabl ishing t h e  School 
on a more permanent baeie. The Cholera Reeearch project  i n  East 
Pakistan, under t h e  technical d i rec t ion  of t h e  U.S. National In- 
s t i t u t e s  of Health, xill continue inveetigations t o  increase 
knowledge of cholera and make possible  more e f fec t ive  control  of 
this disease. The Aviation Meteorological Telecommunications 
project,  funded t o  completion i n  Fi 1965, xill be operational 
between Manila and Bangkok by December 31, 1966. 

For some years t h e  Asian members of t h e  ECAFE have studied and 
recommended ways of increseing regional cooperation. The out- 
standing example of a eucceseful. reglonal cooperative venture is  
t h e  development of t h e  Lower Mekong River, which flows through 
and along t h e  bordere of four  countries of t h e  region -- Vietnam, 
h o e ,  Thsiland and Cambodia. More than ha l f  of t h e  regional as- 
s i s t ance  f o r  Fi 1966 i s  proposed f o r  investigations i n t o  possible  
methods of developing t h e  Mekong River. Theee invest igat ions  a r e  
being administered by t h e  ECKFE-sponsored Mekong Coordination 
Committee. They require, and t o  da te  have received, t h e  c lose  
c o ~ b o r a t i o n  and jo in t  financial support of t h e  four h i s t o r i -  
c w  antagonietic r ipar ian countries. The Mekong's great long- 
term po ten t ia l  f o r  i r r i g a t i o n ,  parer,  flood control and navigation 
has a t t r a c t e d  xidespread in te rna t iona l  i n t e r e s t  and support. 
Financial contributione and pledgee f o r  t h e  Mekong Committee's 
inveetigations t o t a l  about $52 mi l l ion  t o  date, including some 
$22 million from t h e  r ipar ian countries and $3.2 mil l ion from 
t h e  United States.  I n  FY 1966, t h e  U.S. contribution w i l l  sup- 
por t  two projects:  ( 1 )  a n  economic and hydrologic syetems anal- 
y s i s  of t h e  Mekong system; and (2 )  a cartographic inventory of 
the physical and eoc ia l  resources of t h e  Basin. A Ford Founda- 
t i o n  study team recommended euch a Resources Inventory t o  c o l l a t e  
and assemble baaic physical and s o c i a l  knowledge of t h e  Basin. 

The Aslan Productivity Organization (AEO), supported by t h e  
United S ta tes  elnce 1961, has come t o  t h e  point where it has 
every prospect of becoming self-supporting. Direct A.I.D. finan- 
c i a l  support i e  being terminated during FY 1965. The APO i s  
unique i n  Asia a s  an organization devoted t o  increasing indus- 
trial productivity, a se ie t ing  p r iva te  enterprise and promoting 
r a c t i c a l  cooperation. A.I.D. w i l l  continue cooperation x i t h  

&O by providing coneultante and a s s i s t i n g  spec i f i c  a c t i v i t i e e .  
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grams. Exmplem include the  t raining of denocratic t rade training of hiam within the  region. 
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L1.S. F ~ s c o l  Y c o r s  - M ~ l l t o n r  o f  D o l l a r s  L1.S. F t r c a l  Ycorr  - M~llionr o f  D o l l a r s  

U . S .  OVERSEAS LOANS AND 
RANTS - N E T  O B L I G A T I O N S  AN1 

U . S .  OVERSEAS LOANS AND 
RANTS - N E T  O B L I  GAT1 ONS AN1 

---- - 

PROGRAM 

EPAYMENT 
AND 

I N T E R E S T  
1 9 4 6 -  
1 9 6 4  

TDTAL 
L E S S  

EPAYMENT 
AND 

I N T E R E S T  

EPAYMENT! 
AND 

l N T E R E S T  
1 9 4 6 -  
1 9 6 4  

1.9 - 
1.9 

0 . 5  - 

( - )  
( -  1 

5% 

0 . 5  

5 . 5  

7.9 
7.9 

TOTAL 
L E S S  

EPAYMENT! 
AND 

I N T E R E S T  

53.9 - 
3 0 . 7  
2 3 . 3  

48.2 

(51.4) 
(10.8) 

40.1 

8. 1 

3 2 . 0  

5.0 

3 . 1  

-0.5 

101.6 - 
62.2 
39.5 

LOAN AUTHOR1 ; ' IONS 
TOTAL 
1  9 4 6 -  
I 9 6 4  

5 5 . 8  - 
3 2 . 6  

2 3 . 3  

4 8 . 7  - 
( 5 1 . 4 )  
( 1 0 . 8 )  

4 0 . 6  - 

8.1 

3 2 . 5  

5.0 

3.1  

5.0 

1 0 9 . 5  - 
70.1 
3 9 . 5  - 
63.2 
(9.9) 

- 
@ 
63.2 - 
70.1 
102.7 - - 

PROGRAM 

- - 

I. 1  .D. A I D  PREDECESSOR A G E N C I E S  - TOTAL.  A . I . O .  A I D  PREDECESSOR A G E I C I E S  - TOTAL. .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n t r  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n l r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I O C I A L  PROGRESS TRUST F U I O  . . . . . . . . . . . . . . .  S O C I A L  PROQRESS TRUST F U I O  . . . . . . . . . . . . . . .  
:ODD FOR PEACE - TOTAL. . . . .  .............. FOOD FOR PEACE - T O T A L  ................... 

T t t l r  I  - ( T o t a l  S o l r r  A g r c c m s n t r )  . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . .  

T t t l c  I - ( T o t a l  S o l c r  A g r c c m c n t r )  . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s e r )  . . . .  

T I T L E  1 - P L A N N E D  FOR LOANS b GRANTS . . .  

1 O 4 c  - C r n n t s  f a r  Connon D e f e n s e . .  . . .  
1 0 1 c  - C r a n t r  f o r  E c o n .  ! 7 c v c l o p n c n t . .  

. .  i O $ e  - i ,oonr t o  ? r l v o t e  I n d u r  t r y . .  
1 0 4 8  - L o o n s  t o  C o v e r n n c n t r . .  . . . . . .  

. . . . .  l O 4 c  - C r n n t s  f o r  C n n n o n  f l e f c n r c  
i O + c  - C r a n t r  f o r  E c o n  . 9 e v e l o p n c n t .  

. . .  1 O i c  - L o a n s  t o  ? r t v o t e  I n d u r t r y . .  
. . . . . . . .  1 0 4 g  - L o a n r  t o  C o u c r n n e n t r . .  

T I T L E  I - ASSS'T FRCM OTHER COJNTRY A G M I S . .  
T I T L E  I  I  - E ' I E S 5 E U C Y  2 E L I E F  b ECON. DEV.. 
T I T L E  I1 I  - V O L U V T A R Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . . . . . . . . . .  

T I  T L E  I - ASSIT FA;M OTHER COIINTW AGWT1S.. 
T I T L E  I  I  - E IEDGENCY ?EL I  E F  b ECON. DEV.. 
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  . . .  
T I T L E  I V  - DOLLAR C R E D I T  SALES.. . . . . . . . .  

i X P O R T - I M P O R T  BANK L O I O - T E R M  LOAMS... .... EXPORT-IMPORT B A I K  L O I B - T E R M  L O A I S . .  ..... 
ITHER U.S. E C O I O M I C  PROSRAMS. ............ OTHER U.S. E C O I O M I C  PR06RAMS ............. 

T O T A L  E C O Y O M I C  .................. 
L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

..................... T O T A L  E C O I O M I C  
L o a n s .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

M I L I T A R Y  A S S I S T .  PROORAM - ( C h p ,  t o  ADP.) .  
( A d d r t t o n a l  C r a n t r  f r o m  Erccsr S t o c k s ) .  

-- -- 

I I L l t A l Y  A S S I S T .  PROBRAY - ( C h g .  t o  ADD. ). 
( A d d t t r o n o i  C r o n t a  from E r c e s r  S t o c k s ] .  

OTHER M I L I T A R Y  A S S I S T A I C E  ............... 
T O T A L  M I L I T A R Y  ..................... 

L o a n s . . .  ........................ 
..................... TOTAL M I L I T A R Y  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n t r  

T O T A L  U.S. ECOUOMIC AND M I L I T A R Y . . . . .  T O T A L  U.S. E C O I O M I C  A 1 0  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o o n s  
C r o n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE OTHER ASSISTANCE 

I M O - S O V I E T  BLOC A S S I S T A I C E  I C V I  ......... I 3  1 - 1 "  S I IO-SOVIET BLOC ASSISTIICE ( c Y ) .  ........ 1 6 1 25 1 676 

S S I S T A I C E  FROM I I T E R M A T I O I A L  A G E I C I E S  
IBRD . W o r l d  Bank ...................... 3 3 . 3  
U N  Tech. Ass't. (CY) .................. 1.0 0.7 10.1 
UN S p e c i a l  Fund ........................ 0.8 5.0 

L S S I S T A I C E  FROM I I T E R I A T I O I A L  A G E I C I E S  

UN T e c h .  Ass'f. (FI) ................... 
UN S p e c i a l  Fund ........................ 

4 U n d e r  s t u d y  t o  I d e n t i f y  mxFmum a v a i l a b l l l t y  f o r  r e d l s t r l b u t l o n  o r  r e c o u p m e n t .  
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1.2 
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P H I L I P P I N E S  

U . S .  F t r c a l  Y e o r r  - M t l l ~ o n r  o f  D o l l o r r  

PROGRAM 

L .1 .0 .  A I D  PREDECESSOR A G E I C I E S  - TOTAL.. 

L a a n r  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

j O C I A L  PROGRESS TRUST FUND ............... 
' 0 0 0  FOR PEACE - TOTAL ................... 

T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  . . . .  
L e s s :  ( P l a n n e d  f o r  U . S .  U s c s ) .  . . .  

.. T I T L E  I  - PLANNED FOR LOANS h GRANTS. 

fOOc - G r n n t r  f o r  C o n n o n  D e f e n s e  . . . . .  
fOhe  - G r o n t r  f o r  Leon, . 9 e v e l o p n e n t . .  
f O l e  - L o a n s  t o  P r i v a t e  I n d u s t r y . .  . . .  
1 0 4 8  - L o a n s  t o  C o u e r n m e n t r . .  . . . . . . . .  

T I T L E  I - ASS'T F R X  OTHER CWNTW AGWT'S.. 
T I T L E  I  I  - E ' I E R G E K Y  R E L I E F  h ECOM. OEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES ... 
T I T L E  I V - D O L L A R  CREDIT  SALES. . . . ...... 

EXPORT-IMPORT BA IK  LOIO-TERM L O A I S  ....... 
)TWER U.S. ECOIOMIC PROORAYS ............. 

..................... TOTAL ECOIOMIC 
L o o n s . . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

h l l L l T A R Y  ASSIST .  PROORAM - ( C h o .  t o  APP. ). 
( A d d t t t o n . 1  C r a n t r  f r o m  E s c e s s  S t o c k s ) .  

OTHER M l L l T A R V  ASSISTANCE . . . . . . . . . . . . . . a  

..................... TOTAL M I L I T A R I  
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL U.S. ECOIOYIC  A I D  MIL ITARY. . . . .  

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r a n l r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTAICE 

S I I O - S O V I E T  BLOC A S S I S T I I C E  (CV).... ..... 
ASSISTANCE FROM I N T E R I A T I O I A L  A G E I C I E S  

IBRD - World Bank ...................... 
Tech. Ass' t .  (cY). .................. 

UN Special  Fund. ....................... 
I n t ' l .  Finance Co rp .................... 

U.S. OVERSEAS LOANS AND 
3ANTS - 

LOAF. - 
1 9 6 3  

TlONS AN1 
IONS 

TOTAL 
1 9 4 6 -  
1 9 6 4  

49.7 
224.7 

9'.0 

(47.0) 
(16.3) 

3 2 . L  

7 .8  
3.1 
8.0 

11.8 

0.5 
1.1 

60.7 

140.7 

359.6 

387.6  
336.9 

,050.7 - 
315.6 
(53.7) 

132.7 

448.3 
448.3 

&.a. 
336.9 

,499.0 - - 

EPAYMENT! 
AND 

INTEREST 
1 9 4 6 -  
I 9 6 4  

TOTAL 
LESS 

:PAYMENT! 
AND 

NTEREST 

bote: Mi l i ta ry  da ta  f o r  FY 1964 and cumdative through June 30, 196L are estimates.  
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Another major sore  

A. I.D. ' s  FY 1966 program i n  Africa concentrates on helping the  
African nations -- most of tham new -- bols,ter t h e i r  independence 
with economic growth f o r  order ly  p o l i t i c a l  evolution. The se t -  
t i n g  is  turbulent,  complicated by p o l i t i c a l  tensions,  economic 
d i f f i c u l t i e s ,  i n t e r n a l  unrest aggravated by Communist pressures, 
and demands f o r  f i n a n c i a l  and other  resources a t  a time when t h e  
posi t ion of the  former metropoles has declined. These conditions 
aggravate indigenous problems, such a s  a great  lack of s k i l l e d  
men and cap i ta l ;  p o l i t i c a l  inexperience; disparate  d i s t r ibu t ion  
of resources and nat ional  borders; low l i v i n g  standards, and 
widespread disease. 

The program proposed f o r  FY 1966 zontinues t o  be directed largely 
toward bas ic  economic dwelopmerrt. This follows from A.I.D.'s 
approach t o  Africa -- t h a t  long-term s o c i a l  and economic progress 
w i l l  help provide t h e  conditions necessary f o r  African s t a b i l i t y  
and t h e i r  pa r t i c ips t ion  a s  responsible members of t h e  internat ional  
community. 

P o l i t i c a l  Developments 

I n  t h e  l a s t  year, r ebe l l ion  i n  t h e  Congo, mi l i t a ry  mutinies i n  
East Africa and a coup i n  Zanzibar, mass movement of refugees i n  
Central  Africa and t h e  Sudan re f lec ted  t h e  grave i n t e r n a l  secur i ty  
problems beset t ing some nations i n  Africa. While several  s t a t e s  
made quiet  constructive progress i l z , re la t ive  p o l i t i c a l  harmony, 
others now face t h e  d iv i s ive  pressures of contending, o f ten  radi- 
cal ,  elements i n  power struggles.  

Communist influence i s  c lea r ly  discernible  i n  some of these  un- 
s t a b l e  s i tua t ions  which of fe r  f e r t i l e  ground f o r  f u t u r e  meddling. 
A re la ted  t rend is  t h e  growing sense of f r u s t r a t i o n  and d i s i l l u -  
sionment a s  a r e s u l t  of t h e  gap betweep expectations and accom- 
plishments i n  t h e  post-independence years. Communist attempts t o  
t e e  advantage of these  conditions i n  Africa a r e  i l l u s t r a t e d  by 
t h e  expansion of Communist presence and aid,  which has in tens i f i ed  
p a r t l y  a s  a r e s u l t  of competition between the  Soviets and Comrnu- 
n i s t  China. While t o t a l  f r e e  world a i d  declined from $1.7 b i l -  
l i o n  t o  $1.2 b i l l i o n  between 1962 and 1964, Communist a i d  o f fe r s  
doubled i n  t h e  same period, increasing from about $200 mil l ion i n  
FY 1962 t o  $400 mil l ion last year with major increases coming 
)from Communist China. 

The s i t u a t i o n  i n  t h e  Congo has exacerbated t h e  s p l i t  between moder- 
a t e  and r a d i c a l  African leaders,  l e d  t o  m i l i t a r y  intervention i n  
t h e  c i v i l  war, and worsened African re la t ions  with t h e  West. 
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spot i s  the  increasing h o s t i l i t y  and tension 
toward p&ugal vis-a-vis Angola and Mozambique and toward South 
Africa for i t s  apartheid and other  pol ic ies .  The pending World - 
Court decision on South Afr ica 's  administration of the  Trust 
Territory of Southwest Africa w i l l  be important, possibly leading 
t o  an increased flow of refugees and incursions across nat ional  
boundaries. 

The problem6 now confronting Africa do not e d i p s e ,  however, t h e  
r e a l  progress of t h e  past  year, i l l u s t r a t i n g  t h e  Africans' deter- 
mination t o  manage t h e i r  own a f f a i r s .  Important s t eps  were taken 
toward regional cooperation i n  t h e  UN Economic Commission f o r  
Africa ( E A )  and t h e  Organization f o r  African Unity (OAU). Pro- 
gress was a l s o  manifest i n  t h e  posi t ive  measures taken f o r  s o c i a l  
and p o l i t i c a l  change, f o r  example, t h e  i n s t a l l a t i o n  of a multi- 
r a c i a l  government i n  Zambia and s ign i f i can t  reform measures 
adopted i n  Morocco, Ethiopia and elsewhere. I n  Nigeria, c r i ses  
which threatened t h e  breakup of t h e  federation a t  t h e  1964 gen- 
e r a l  e lect ion a s  wal l  a s  a widespread labor s t r i k e  were amicably 
resolved. "Africanization" continued t o  reshape t h e  European 
p s t t e r n  of education t o  Afr ica 's  own needs. Among others, Nigeria 
is  moving t o  a more balanced functions1 curriculum of technical  
and professional t r a in ing  su i ted  t o  t h e  needs of a young and 
rapidly developing country. 

Economic Developments 

Econxaic developments i n  Africa l a s t  year re f lec ted  the  r e s u l t s  
of a var ie ty  of attempts t o  r a i s e  low l i v i n g  standards and t o  
s h i f t  from a basic  extractive-export production pattern.  F'urther 
pe r  capita GN'P growth was achieved by a number of African coun- 
tries. Tunisia continued t o  invest one-fourth of i t s  GIW, while 
Nigeria and Sudan invest  15% of t h e i r s .  

The growth prospects of many African s t a t e s  a r e  clouded by several  
increaeingly acute problems stemming la rge ly  from t h e i r  aanif  old 
needs and t h e  urge t o  push ahead rapidly.  Perhaps the  most se r -  
ious is  the s t r a i n  on government revenue and budgetary capacity 
a s  a resu l t  of t h e  general dr ive f o r  imprwed s o c i a l  services and 
energetic, tangible-development strides: Most countries '  dwelop- 
ment expenditures, including avai lable  foreign resources, have 
been used t o  bui ld  economic and s o c i a l  infras t ructure ,  such as  
transportation, power and educational f a c i l i t i e s .  I n  addi t ion 
t o  t h e  immediate budgetary d ra in  caused by t h e  c a p i t a l  costs  of 
these  projects,  they a l s o  e n t a i l  heavy recurrent operating costs 
and t h e i r  contributions t o  government rwenues may take years t o  
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mater ia l ize .  Even f o r  d i r e c t  revenue-producing in f ras t ruc ture  pro- 
jects ,  such as t ransporta t ion o r  power, operating costs  may exceed 
d i r e c t  income f o r  the  f i r s t  few years. 

Second, balance-of-payments problems a r e  increasing substall t ially.  
Reserves b u i l t  up from sa les  of basic commodities a f t e r  World War 
I1 a r e  depleted. Lower pr ices  of primary products cost  15 African 
countries an average annual net "loss" from 1958 t o  1962 of about 
$350 million, equivalent t o  10% of annual export earnings. Al- 
though t h e  volume o'f these  exports continues to grow and some 
commodity prices have Improved, t h e  re la t ive ly  unfavorable terms 
of t r ade  r e s t r i c t  t h e  a b i l i t y  of the  African countries t o  pay f o r  
increased imports needed f o r  development. Several countries a r e  
faced with impending losses  of foreign exchange due t o  changes i n  
French a i d  and the  withdrawal of U.K. and French m i l i t a r y  forces.  
The flow of pr ivate  c a p i t a l  has a l so  f a l l e n  short of expectations. 
During F Y  1964 ass is tance from other  f r e e  world countries continued 
t o  decline. A t  t he  same time, debt-service costs have been 
increasing rapidly, amounting i n  some cases t o  one-fourth or one- 
t h i r d  of export earnings. These developments have led t o  a s e r i e s  
of Internat ional  Monetary Fund (w) standby agreements and con- 
su l ta t ions  t o  help conserve foreign exchange. 

Third, t h e  already t h i n  layer  o'f managerial and administrative 
capab i l i ty  i n  the  African s t a t e s  has been made thinner s t i l l  by 
the  loss  of sk i l l ed  minorit ies from several s t a tes ,  a s  well a s  
ex-metropole businessmen, government o f f i c i d s  and technicians. 
While l i t t l e  immediate r e l i e f  i s  i n  s ight ,  African countries a r e  
responding with longer-term solutions t o  t h e  need f o r  managerial 
and technical  s k i l l s .  New schools and increased school enrollments 
r e f l e c t  t h e  great s t r e s s  on post-independence expansion of such 
education. For example, Somalia increased the nmber of second- 
a ry  schools by 2546 l a s t  year. Kenya's secondary schools and pu- 
p i l s  t r i p l e d  from 1954 t o  1963 and the t o t a l  number of Tanganyikan 
students i n  secondary education rose by about 7046 from 1961 t o  
1963. Some African countries tightened t h e i r  pol ic ies  on over- 
seas scholarships so t h a t ,  despi te  t h e  wide range of foreign 
t ra in ing  offers ,  more students i n  the  fu tu re  w i l l  be completing 
t h e i r  secondary and univers i ty  education a t  home, prepared t o  
move in to  positions where t h e i r  t r a in ing  can be put t o  immediate 
use. 

Despite these  d i f f i c u l t i e s ,  many African countries continue t o  
make concrete economic progress. There were indications t h a t  new 
o i l  and other  mineral resource exploi ta t ion may provide consider- 
ab le  hope f o r  indus t r i a l i za t ion  and export earnings i n  a number 
of countries.  Libyan o i l  revenues, non-existent i n  1960, have 
been estimated a t  $75 mil l ion i n  1963 and may more than double i n  

1965. Recent o i l  discoveries i n  Nigeria have brought production 
the re  t o  f i v e  mil l ion tons i n  1964 and it i s  expected t o  reach 
23 million tons by 1968. Exports of other  forms of Afr ica 's  
mineral wealth -- phosphates, copper, diamonds, i ron,  and 
bauxite -- have a l so  been expanding. 

In the  past decade, over-al l  a g r i c u l t u r a l  production i n  Africa has 
increased 3446 or  846 per capita.  The increase i n  food productim, 
however, i s  current ly  not keeping up with population growth. 

Some s t r ik ing  aspects of Afr ica 's  quest f o r  economic independence 
a r e  i n  mobilizing l o c a l  resources. Self-help e f f o r t s  with a i d  
donor support have produced addi t ional  development banks, b e t t e r  
investment codes, stronger tax col lect ion systems and more savings 
drives.  Nigeria, Tunisia and others have endeavored t o  finance 
t h e i r  development by non-inflationary means, re lying as  much as  
possible on domestic sources when faced with assuming previous 
metropole respons ib i l i t i e s .  Many African countries have improved 
budget methods and ra i sed  taxes t o  meet increasing needs. 

A va r ie ty  of e f f o r t s  has been i n s t i t u t e d  t o  accelerate  economic 
progress through cooperative community programs i n  agr icul ture ,  
building farm-to-market roads, v i l l age  schools, and many other  
face t s  of r u r a l  development. One technique found i n  the  a l a g a s y  
Republic, Morocco and Senegal represents a jo in t  venture be- 
tween t h e  government and farmers t o  promote cooperatives, con- 
s t r u c t  schools and f i r s t  a i d  posts,  and l a y  the  foundation f o r  
mass par t ic ipat ion i n  economic and soc ia l  development. 

Regional Economic Cooperation 

Some major steps were taken l a s t  year toward regional economic 
cooperation, many through the e f f o r t s  of the  ECA. Perhaps the  
best augury was t h e  founding of the  African Development Bank 
sooner and more smoothly than had been anticipated. It r e f l e c t s  
a healthy s p i r i t  of economic cooperation. Capital  subscriptions,  
as well as governors and directors ,  a r e  exclusively African. 
Capitalized a t  $253 million, the  Bank Agreement was r a t i f i e d  by 
t h e  two dozen African 'countries t h a t  made i n i t i a l  payments. The 
Bank w i l l  lend t o  p r iva te  firms as well a s  t o  the  governments and 
w i l l  be equipped t o  help African s t a t e s  prepare projects  i n  bens- 
ab le  form. It plans t o  provide technical  ass is tance t o  complement 
and assure the  success of development c red i t s  f o r  regional pro- 
jects .  m e  Bank's fu tu re  3ppesrs highly promising a s  a ca ta lys t  
f o r  regional economic cooperation and f o r  mobilizing addi t ional  
developlnent c a p i t a l  from both domestic and foreign sources. 
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Planning f o r  regional  cooperation i s  continuing. Four West 
African countries ( ~ u i n e a ,  Ivory Coast, Liberia,  S ie r ra  ~ e o n e )  a re  
now discussing a possible f r e e  t r ade  zone and cooperation i n  in-  
dustry,  ag r icu l tu re  and communications. Cooperation i n  develop- 
ing some of Af r ica ' s  l a r g e  r i v e r  basins -- Chad, Senegal, Niger -- 
i s  i n  s ight .  

A common inarket among0ll West African countries -- i n i t i a l l y  i n  
t e x t i l e s ,  chemicals and metal lurgical  products -- i s  under con- 
s ide ra t ion .  A customs union i s  i n  ef-r'ect among Cameroon, Cen- 
t r a l  Africa Republic, Chad, and Congo ( ~ r a z z a v i l l e ) .  Ef'forts a r e  
i n  process t o  obtain coordination of i n d u s t r i a l  development i n  
other  pa r t s  of t h e  continent.  

U.S. Assistance Program f o r  FY- 

Against t h i s  background of need, progress, and i n s t a b i l i t y ,  A.I .D.  
proposes i n  FY 1966 a t o t a l  program f o r  Africa of $218 mil l ion,  
approximately 8% more than estimated obl igat ions  i n  FY 1965. Pro- 
grams i n  Africa t o t a l e d  $315 mi l l ion  i n  1962, $261 mil l ion i n  
1963, and $202 mil l ion i n  1964. Much g r e a t e r  s t r e s s  i s  placed on 
development ass is tance i n  FY 1966. Supporting Assistance amounts 
t o  only 12% of t h e  t o t a l .  The FY 1966 request f o r  $92 mil l ion 
f o r  Technical Cooperation i s  $6 mil l ion above t h e  estimated FY 
1965 program and const i tu tes  42% of t h e  t o t a l  program f o r  Africa. 
Almost ha l f  t h e  request -- $100 mil l ion -- i s  f o r  Development 
Loans -- an increase of 25% above the  estimated FY 1965 l eve l .  

The d i s t r i b u t i o n  of these  amouits of a i d  t o  individual African 
countr ies  takes i n t o  account four main f a c t o r s :  (a)  the  s i z e  and 
impr tance  of t h e  country i n  t h e  African scene ,md ftte dn2;ez%sl: t# 
the United States;, (b) t h e  country's  developnent po ten t i a l  i n  terms 
of mate r ia l  and human resources;  ( c )  the  firmness and realism of 
t h e  country's  economic po l i c ies ,  development plans, and se l f -he lp  
e f f o r t s  ( including adminis t ra t ive  capaci ty) ;  and (d) the  ava i l -  
a b i l i t y  of a i d  frsm other  donors. 

In  Nigeria and Tunisia t h e  combination of p o l i t i c a l  s t a b i l i t y ,  
development po ten t i a l ,  r e a l i s t i c  development planning, and s e l f -  
he lp  e f f o r t s  continues t o  j u s t i f y  a major U.S. c a p i t a l  and tech- 
n i c a l  ass is tance e f f o r t  t i e d  t o  t h e  spec i f i c  objectives of t h e i r  
development plans i n  concert with other  f r e e  jrorld donors. Both 
of these  countries have received long-term U.S. development com- 
mitments, and other  f r e e  world ass i s t ance  i s  substant ia l ,  espe- 
c i a l l y  i n  Nigeria. $66.8 mi l l ion  o r  31% of t h e  FY 1966 a i d  re -  
quest f o r  Africa is  f o r  these  two c o w t r i e s  which have about one- 
four th  of t h e  population of t h e  U.S.-aided African c o ~ i t r i e s .  

There a r e  s i x  o the r  
a l l y  good and which 
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countries where economic prospects a r e  baeic- 
have taken some s teps  toward rea l i z ing  t h e i r  

potent ia l ,  but where a va r ie ty  of f ac to r s  have set p r a c t i c a l  l i m -  
i t s  on t h e  r a t e  a t  which development can proceed, and the re fo re  
on t h e  l eve l  of U.S. a id .  These countries a r e  '$thfoph, Lib&, 
MQXOcco, Kenya, TazeLnia, an8 UganBa.  For h i s t o r i c a l  and other  
reasons, the United S ta tes  i s  i n  t h e  bes t  posi t ion t o  help IXbmh 
mjl B.hiopk, I n  most of t h e  other  countries,  a i d  from other  
eources i s  r e l a t i v e l y  higher. $71 mi l l ion  o r  33% of the  FY 1966 
request i s  f o r  theee s i x  countries which have s l i g h t l y  l e e s  than 
30% of t h e  population of a l l  U.S.-aided countries i n  Africs.  

In  t h e  Congo ( ~ e o p o l d v i l l e ) ,  unset t led conditions require  a pro- 
gram directed primarily toward immediate f inanc ia l  support and 
s tab i l i za t ion  and t h e  res to ra t ion  of e ssen t i a l  service  i n  areas  
where security conditions permit, r a the r  than toward f u t u r e  eco- 
nomic development. Although t h e  deve lopen t  prsspects of t h e  
Congo . w i l l  be good once s t a b i l i t y  i s  achieved, t h i s  focus on im- 
mediate problem i s  expected t o  continue t o  be a dominant f ea tu re  
of the  Congo progran i n  FY 1966. 

For the  remaining 22 countries,  t h e  goal of economic growth i s  as  
essen t i a l  as f o r  t h e  11 countries discussed above. But f o r  a 
var ie ty  of reasons tho amount of U.S. development ass i s t ance  i s  
much smaller. Some of these  countries a r e  small i n  population 
o r  area,  some have meager resources vhich l i m i t  development possi- 
b i l i t i e s ,  others have such abundant resources t h z t  they can 
finance most of t h e i r  own development costs .  Most of them r e -  
ceive re la t ive ly  l a r g e  9elp  frsm other  f r e e  world countries;  Some 
others a re  receivlng subs tan t i a l  a id  promises from Communist sources. 
I n  a few countries, some of which have excellent development pro- 
spects ,  present circumstances g rea t ly  l i m i t  t h e  p r a c t i c a l  scope 
f o r  effect ive  U.S. cooperation i n  t h e  basic development process 
and r e s t r i c t  U.S. programs t o  those few spec i f i c  a c t i v i t i e s  where 
cooperative act ion has provei possible.  Limited programs i n  these  
countries serve t o  es tab l i sh  a U.S. i d e n t i f i c a t i o n  with t h e i r  
development asp i ra t ions  or ,  i n  a few cases, t o  maintain contact 
with t h e  people u n t i l  conditions improve. These 22 countries 
have s l i g h t l y  more than one-third of the  population of t h e  32 
African countries f o r  which A.I.D. plans programs i n  FY 1966. 
Aid t o  them i s  estimated t o  amount t o  about $30 mil l ion o r  
approximately 14% of the  t o t a l  f o r  Africa. 

Though these groupings help t o  explain the  r e l a t i v e  magnitudes of 
a id ,  they are  not hard and f a s t  categories.  Circumstances may 
change, requiring some changes i n  the  forms or amounts of a id .  
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New contingency requirements may a r i s e ,  e i t h e r  in  t h e  countries 
l i s t e d  above o r  i n  other areas such a s  Libya or  i n  southern Africa, 
pa r t i cu la r ly  i n  the  countries now approaching independence. 

Technical Cooperation 

The FY 1966 program plan f o r  a i d  t o  Africa stresses continued 
heavy re l iance on technical ass is tance as the  basic means t o  meet 
the  main African problems of lack of sk i l l ed  manpower t o  plan and 
administer t h e i r  economies, lack of t h e  necessary i n s t i t u t i o n a l  
framework f o r  e f fec t ive  development of a v a i b b l e  resources, and 
simple lack of knowledge about resources and their  best  uses. 
Technical ass is tance,  therefore w i l l  account for over 40% of t h e  
t o t a l  of A. I . D .  do l la r  programs i n  Africa f o r  FY 1966 -- a much 
higher proportion than f o r  other regions i n  the world-wide A. I .D .  
program. Technical ass is tance a c t i v i t i e s  f o r  1966 w i l l  give new 
emphasis t o  the  following features  t o  help meet those problems 
which have become most evident i n  experience to date:  

1. The lack  of capable operatinp and management personnel a t  
high technical  levels ,  long a major problem i n  Africa, i s  be- 
coming more acute as  pressures f o r  speedy "Africanization" 
increase.  In some cases the  establishment of in f ras t ruc ture  
i s  outpacing t h e  supply of technicians and managers. One 
promising source of increase i n  the  supply of such people, 
especial ly  below very top levels ,  i s  i n  the l a r g e  number of 
African students receiving college-level t ra ining abroad -- 
estimated a t  7,000 i n  the  United States  alone, with a much 
grea te r  number i n  Europe. Mast of these students a r e  not 
A.1.D.-financed and there  a r e  no clear-cut plans f o r  t h e i r  
fu tu re  employment. We a re  proposing a joint e f f o r t  with the  
African countries t o  help move these students back in to  jobs 
f o r  which they qualify. For positions requiring more experi- 
ence, qual i f ied Americans w i l l  be furnished d i r e c t l y  where 
possible  under "salary-topping I' arrangements. 

2. The i n a b i l i t y  of African countries t o  meet t h e i r  in te rna l  
budgetary and investment problems points up t h e  need f o r  help 
i n  the  form of t ax  advisors and consultants on c red i t  pro- 
grams, t o  improve revenue and savings deirices. 

3. More re@ource snd sector  s tudies  a r e  phnned t o  give countries 
a b e t t e r  idea of t h e i r  ac tua l  mineral and agr icul tural  poten- 
t i a l s  and whether present and fu tu re  t rade  and market trends 
make it economically desirable  t o  exploit  them. 

4. There i s  c lea r  need f o r  addi t ional  measures t o  a t t a i n  a higher 
degrrk of secuzi tp  and s t a b i l i t y  a s  a prerequisite t o  develop- 
ment progress. Development prospects and p r i o r i t i e s  a r e  in- 

creasingly affected by in te rna l  turbulence within the  African 
countries, and by Communist penetration e f fo r t s .  This W U L  
regutre increased US. programs i n  pribIic s d e t y ,  oivie ac- 
t ion, youth ae t i t r l t i e s  and e.tmi3.ar people-rertching f ia l8s  i n  
nountries where! Wese problems a r e  most saute.  

Of t h e  $92 mil l ion proposed f o r  technical  ass is tance f o r  FY 1966, 
approximately $85 million w i l l  be required t o  cover the  continu- 
ing costs  i n  FY 1966 of projects  which have been s ta r ted  i n  pre- 
vious years. Of t h i s  l a t t e r  amount, $19.7 mil l ion (23%) is pro- 
posed f o r  Nigeria and Tunisia and $30.8 mil l ion (36%) f o r  the  
other  s i x  countries discussed i n  individual country statements 
below -- Liberia, Ethiopia, Congo, and t h e  three  East African 
s ta tes .  $ 2 6 . l r n i l l i o n  (31%) i s  planned f o r  the  remaining 24 
countries while $8.4 mil l ion (10%) is  intended f o r  regional 
a c t i v i t i e s .  

Within t h i s  t o t a l  of $85 million about $23.5 mil l ion (28%) i s  
planned f o r  education and t ra in ing  a c t i v i t i e s ,  with p r i o r i t y  t o  
secondary, vocational and higher education. The same smount w i l l  
be used i n  agr icul ture  and na tura l  resources, with approximately 
50% of t h i s  amount proposed f o r  projects  i n  extension and t ra in -  
ing i n  agr icu l tu ra l  s k i l l s .  $9.7 mil l ion (11%) is proposed f o r  
a c t i v i t i e s  i n  the  f i e l d s  or' public sa fe ty  and administration, 
over half  f o r  ass is tance i n  developing c i v i l i a n  pol ice  forces i n  
countries facing in te rna l  secur i ty  problems and t h e  balance f o r  
ass ie tance in public administration. .Lne r m i n f . n g  $28.3 mil l ion 
i s  d i s t r ibu ted  among a c t i d t i e s  such a s  public health, transporta- 
t i o n  and community development. 

The balance of t h e  propoeed program, o r  $7 million, w i l l  be uaed 
along t h e  new lines of technical  ass is tance esphasis outlined 
Bbove, re f lec ted  both i n  new projecte,  including a stepped-up 
p r o m  of f e a s i b i l i t y  studies,  and through s ign i f i can t  changes 
i n  current projects .  Actual proposals i n  these  categories t o t a l  
some $18 mil l ion f o r  which, i n  many cases, p rac t i ca l  d e t a i l s  a r e  
s t i l l  being worked out. Amounts and timing may change a s  the  
complete implementation p h m  a r e  developed, and some may not 
prove desirable  o r  f e a s i b l e  a t  a l l .  

Develoment Loans 

For FY 1966, an increased  put of c a p i t a l  p ro jec t  loans t o  meet 
t h e  investment requirements of African countries i s  forecast.  A 
development loan l e v e l  of $100 mil l ion i s  proposed, compared with 
$80 million expected t o  be approved i n  FY 1965 and $79.6 million 
approved i n  F'Y 1964. 68% of the  $100 million t o t a l  i s  proposed 
f o r  loans t o  Nigeria, Tunisia and Ethiopia. The increase i n  vol- 
ume of lending a c t i v i t y  forecast  i s  mainly due t o  the  f a c t  that 
several  l a rge  loan proposals which have been under review f o r  
some time a r e  expected t o  reach t h e  act ion s tage i n  F'Y 1966. 
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Up u n t i l  now, the re  has been heavy s t r e s s ,  both i n  the  coui-kries' 
development planning, and i n  U.S. support of such planning, on 
economic and s o c i a l  in f ras t ruc ture  projects ,  including such f i e l d s  
a s  educational f a c i l i t i e s  and t ransporta t ion and power. The i n i -  
t i a l  emphasis on these pTojects re f lec ted  t h e  p o l i t i c a l  impera- 
t i v e s  accompanying independence, and t h e  need f o r  t ra ined man- 
power a t  a l l  l eve l s .  While more projects  of t h i s  kind a r e  desir -  
able,  many urgent needs a r e  now being met and d i r e c t l y  produc- 
t i v e  c a p i t a l  projects  must be  s t ressed i n  order t o  provide an 
e a r l i e r  payoff i n  economic and budgetary terms. This c a l l s  f o r  
more emphasis on indus t r i a l  developent ,  including both l a rge  in-  
dus t r i es  and small ones serving l o c a l  needs, properly re la ted  t o  
t h e  resources of the  countries,  and continuation of work on es- 
s e n t i a l  economic in f ras t ruc ture  such a s  an adequate t ransporta t ion 
net,  e l e c t r i c  power, and communications needed t o  support the  de- 
velopment of productive industr ies  and a market economy f o r  agr i -  
c u l t u r a l  crops. 

Kiis t rend i s  manifested i n  par t  i n  the  FY 1966 c a p i t a l  project  
program although the  f u l l  e f fec t  of t h i s  s h i f t  cannot be expected 
u n t i l  l a t e r  years. Possible loans during FY 1966 include such 
i n d u s t r i a l  projects  a s  f e r t i l i z e r  plants  and support f o r  a tru-k 
assembly plant ,  a s  well a s  such e s s e n t i a l  economic infras t ructure  
p ro jec t s  as  highway maintenance equipment, railway construction, 
power .ievelopnent and f a c i l i t i e s  t o  ensure the  sa fe ty  of c i v i l  ' 
aviat ion.  A program loan tied to U.8. procurement may also be 
needed t o  aersist TMis ia  to ihance i ts  nee& for  U.B. caoanodities 

Supporting Assistance 

For FY 1966 the  amount of a i d  required i n  spec ia l  support s i t u -  
t ions  i n  Africa i s  expected t o  decline t o  $26 mil l ion from $34.5 
mil l ion i n  FY 1965 and $48 mil l ion i n  FY 1964, the  decline being 
mzde possible  by t h e  planned s h i f t  of t h e  Moroccan program t o  one 
concentrating on l e v e l o p e n t  and by Libya's improved f inanc ia l  
s i tua t ion .  Such z id  i s  n3w contemplated only f o r  Congo ( ~ e o ~ o l d -  
v i l l e )  t o  continue t h e  s t a b i l i z i n g  and rehab i l i t a t ion  e f f o r t  there,  
f o r  Guinea, i n  recognition of t h a t  cou i t ry ' s  severe economic 
d i f f i c u l t i e s  and t o  ease i t s  t r a n s i t i o n  t o  resmpt ion  of develop- 
ment progress, and t o  Rwanda f o r  temporary balance-of-payments 
support, and f o r  a c t i v i t i e s  re la ted  t o  southern African refugees. 
The continuing i n s t a b i l i t y  and other uncer ta int ies  i n  par t s  of t h e  
African continent may a l so  give r i s e  t o  urgent new requirements t o  
meet foreign policy needs. 

P.L. 480 has prove2 an extremely useful  and f l e x i b l e  t o o l  f o r  pro- 
moting economic growth i n  Africa. In 1964, programs amounted t o  
approximately $153 million, of which $45 mil l ion was i n  T i t l e  I 

and I V  sales,  and the  balance almost equally divided between 
Ti t l es  I1 ($55 mil l ion)  and I11 ($53 mil l ion) .  The forecast  f o r  
FY 1966 i s  a t o t a l  of $145 million. In the  coming year we ex- 
pect t o  continue concessional sa les  and grants 3f surplus U.S. 
farm products i n  subs tan t ia l  amounts i n  Morocco, Tunisia, Algeria, 
Congo ( ~ e o ~ o l d v i l l e )  and Guinea. In t h e  three  North African 
countries,  Food f o r  Work projects  a r e  providing jobs f o r  hundreds 
of thousands of unenployed workers on s o i l  conservation, refor- 
e s t a t i o n  and i r r iga t ion"pro jec t s  and a re  stimulating construction 
of roads, schools and medical f a c i l i t i e s .  The food programs for 
Algeria will be kept under continuing review. 

M i l i t a ~ ~  Assistance 

It remains the pol icy of t h e  United S ta tes  t o  r e f r a i n  from con- 
t r ibu t ing  to any arms race i n  Africa and t o  discourage the  w e  of 
scarce resources f o r  mi l i t a ry  prest ige .  However, the  maintenance 
of in te rna l  secur i ty  i s  a major problem, one which w i l l  demand in- 
creasing a t t en t ion  i n  the  near f u t u r e  as  both i n t e r n a l  and ex- 
t e r n a l  extremist elements a t toap t  t o  cap i ta l i ze  on the  natural  
f rus t ra t ions  and d i f f i c u l t i e s  attendant upon independence. There- 
fo re ,  assistance t o  c i v i l i a n  public safety  forces  i n  Africa i s  
supplemented by mi l i t a ry  ass is tance i n  11 countries.  These programs 
a r e  l a rge ly  i n  t ra in ing  znd f o r  c iv ic  action, under which l o c a l  
m i l i t a r y  forces a r e  used on worthwhile c i v i l i a n  development pro- 
jects .  Grants of mi l i t a ry  equipment a r e  made t o  a few countries,  
and other equipment i s  furnished on a sa les  c red i t  basis .  

Other Malor Trends 

1. Increasing e f f o r t  i n  regional act ivi ty:  Several African 
regional ins t i tu t ions ,  notably the  ECA and the African Dev- 
elopment Bank demonstrate r e a l i s t i c ,  imaginative development 
a c t i v i t i e s  t o  meet common problem and l i n k  country economies. 
U.S. help t o  these i n s t i t u t i o n s  w i l l  be especial ly  useful  
during the formative period while they a r e  establishing 
t h e i r  pol ic ies  and sor t ing  out t h e i r  p r i o r i t i e s .  

2. Closer Coordination with Other Free World Aid Sources: Aid 
reductions by some of the  p r inc ipa l  donors (notably France 
and the  United ~ingdam),  t h e  continuing d i spar i ty  i n  a id  terms 
mong Western donors, African vulnerabi l i ty  t o  short-term high- 
in te res t  eupplier c red i t  o f fe r s  and opportunities f o r  jo int  
act ion on spec i f i c  projects  a l l  make b e t t e r  coordination irnpera- 
t ive .  The primary need i s  t o  engage other donors i n  broader 
range analyses of the  e n t i r e  economic prospects and po ten t ia l  
development of pa r t i cu la r  countries.  A.1  .D. expects t o  employ 
a var ie ty  of techniques: consultative groups under IBRD or 
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or  other  internat ional  organization leadershipf DAC reviews; external  investment i n  Africa i s  European t o t a l  American 
d i rec t  consultations with other pr incipal  donorsf and coordina- pr ivate  investment has increased from $661 mil l ion i n  1957 t o  
t i o n  with the  TMF on short-run economic problems, pa r t i cu la r ly  $1,423 mil l ion a t  the  end of 1963, and U.S. investment guarantee 
on f i s c a l  and monetary pol ic ies .  agreements a re  now i n  force with 21 African countries.  A new 

program of housing guaranties i s  ge t t ing  under way. Private 
3. Continued S t ress  on Private Sector Activity: Shortage of l o c a l  investment codes have been adopted by of these  African 

cap i ta l ,  f ea rs  of ine tab i l i ty ,  unfamiliarity of U.S. investors  States.  A.I.D. i s  a ss i s t ing  i n  stimulating indigenous as  wel l  
with investment opportunities i n  Africa, combined with re luc t -  a s  external  pr ivate  investment by providing technical  a s s i s t -  
ance by some countries t o  take advantage of p o s s i b i l i t i e s  ance t o  investment promotion off ices ,  i n d u s t r i a l  planning, 
avai lable  i n  the  pr ivate  sector  Fmpede developnent progress i n  t ra in ing  managerial personnel, f e a s i b i l i t y  s tudies  and through 
many African countries. On the  posi t ive  side, though most ce r ta in  types of c a p i t a l  project  loans. 
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Congo (Leopoldville) - GENERAL ECONOMIC DATA 

CONGO 
(Leopoldville) 

BASIC DATA 

. Population (millions - mid-1964) ..... 15.6 Life Expectancy (years) ............ 
Annual Growth Rate (percent) 2.3 people per ~ o c t o r  .................. 63,400 

38 ....... ............ Density per Square Mile 

Area (1,000 square miles) ............ 
Agricultural Land as $ of Area ..... 

...... GNP Per Capita (dollars)- 1963 

PRODUCTION TRENDS 

Agricultural Prod. Index (1952-54=100) ................... Index per Capita ................. Cassava (1,000 MP) 

Copper, smelter prod. (1,000 MI!) ..... 
INTERNATIONAL TRADE ($   million^)^ 

............... Total Exports (f  .o.b. ) 

............... Total Imports (f.0.b.) ...................... Trade Balance 

GOLD & FOREIGN EXCHANGE ($ m i l l i ~ n s ) ~  . . 
( ~ n d  of year) 

COST OF LIVING INDEX (1*1=100) ........ 
(~eopoldv i l l e )  

17 
Literacy Rate (percent) ............ 50 .......... 906 Fupils as $ of Population 12 

22 (primary & secondary) 

a - Exchange receipts and expenditures; excludes secession provinces f o r  1961-64. 
b - 1959 data; 1960 data not 'available. Includes former Ruanda-Urundi. 
c - Officia l  holdings. 
n.a. - Not available. 
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(1n mil l ions  of do l l a r s  ) 
FY 1964 FY 1965 FY 1966 
Actual Estimated Proposed 

Technical Cooperation 1.2 1.6 1.4 
Supporting Assistance 20.0 l5 .O , 19.0 

Total A.I.D. Assistance 21.2 16.6 20.4, 

t u r n  coordinated with the  m u l t i l a t e r a l  ass is tance beinu furnished 

U.S. Objectlvea and Assistance Policy 

U.S. long-range objectives i n  the  Congo a r e  to he lp  c rea te  and 
maintain a unif ied,  v iable  independent nation capable of sus- 
t a in ing  a reasonable r a t e  of economic and socia l  progress. While 
these  object ives  have continuing v a l i d i t y ,  nearly four  years of 
r ebe l l ion  and insurgency i n  the  Congo have forced the United 
S ta tes ,  i n  coordination wlth the  UN and other donor nations,  t o  
address a s  more immediate p r i o r i t i e s :  the  strengthening of 
i n t e r n a l  secur i ty  machinery; the r e s t o r a t i o n  of fundamental eco- 
nomic con t ro l s  and t ra in ing  of the  Congolese for  se l f - ru le .  

1964 was again a year of drama, f r u s t r a t i o n  and paradox i n  the  
Congo. Barely one year a f t e r  the re integrat ion of Katanga, l o c a l  
r ebe l l ions  broke out i n  Kxilu Province and the Eastern Congo. 
Sparked by t r i b a l  disputes,  d i s s a t i s f a c t i o n  wlth provlncla l  and 
c e n t r a l  governments, ineffect ive  administration, and re la ted  
causes, t h e  eas te rn  revo l t  spread, u l t imately  engulfing the whole 
Northeastern Congo, including the  major c i t y  of Stanleyvi l le .  
Chinese Communist elements, working with diss ident  Congolese i n  
neighboring Burundi and Congo ( ~ r a z z a v i l l e ) ,  l e n t  i l l-concealed 
support t o  the  revo l t .  

The c e n t r a l  government, with U.S. and Belgian m i l i t a r y  a id  and 
using mercenarlea, won back much of the  l o s t  t e r r i t o r y ,  but,  a t  
y e a r ' s  end, s t i l l  c l e a r l y  lacked the  capabi1,lty t o  maintain order 
i n  t h e  provinces and the  administrative resources t o  govern them. 
Furthermore, the  insurgent forces  again threatened t o  prolong the 
rebe l l ion .  

To bui ld  up in te rna l  secur i ty ,  the  United States pa r t i c ipa tes  with 
other  nat ions  and the UN i n  a coordinated program f o r  the  Congo- 
l e s e  po l i ce .  P r i o r i t y  i s  assigned f i r s t  t o  intensive t r a in ing  
of leadership  cadres, then t o  improvement of the technical  ser- 
v i c e s  supplemented wlth material  a id  i n  communications and vehi- 
c l e  equipment. The jo in t  e f f o r t s  with the  police fo rces  a re  i n  

- 
the  Congolese National m. 
U.S. e f f o r t s  t o  improve public administration capab i l i ty  f a l l  
i n t o  two categories.  Becauee qua l i f i ed  t ra ined Congolese a r e  
lacking, the  United S ta tes  and other  donors a re  supporting a 
major UN program f o r  technical  and operating personnel t o  meet 
immediate needs, ca l l ing  f o r  over 1,400 UN techniciana i n  the  
Congo plus a 400-man Nigerian pol ice  detachment. For the  longer 
run, the United S ta tes  a s s i s t s  se lected t r a in ing  i n s t i t u t i o n s  
which prepare the Congolese t o  take over responsibility from the  
expatr ia te  s t a f f .  

Compreheneive support t o  the  economy i s  carr ied out within the 
framework of the  economic s t a b i l i z a t i o n  program. 

Achievement, ~ e i f - ~ e l ~ ,  the  Role of Other Conors 

Although p r o ~ p e c t s  f o r  order and a t a b i l i t y  i n  t h e  Congo i n  1965 
a re  not br ight ,  the nation made unexpectedly good progreee during 
1964 i n  the  v i t a l  sec to r  of economic s t a b i l i z a t i o n  toward which 
much of the  U.S. e f f o r t  has been directed.  The benef ic ia l  re- 
sults of the  mone t~ry  reform introduced under Prlme Minister 
Adoula by the  In te rna t iona l  Monetary Fund (IMF) wlth strong U.S. 
encouragement were apparent throughout 1964 deapite mounting 
expenditurea by the  Congolese government i n  Its e f f o r t s  t o  combat 
the  rebel l ion.  The IMF-continuee i ts  advisory r o l e  i n  f i s c a l  
and monetary matters and i s  providing operational personnel i n  
cooperation with the  UN t o  s t a f f  key f inanc ia l  i n s t i t u t i o n s .  
The Congolese leaders  deserve c r e d i t  f o r  adopting t h e  program 
despi te  conalderable pressures t o  open xide the  public coffers  t o  
support mi l i t a ry  and p o l i t i c a l  a c t i v i t i e s .  After the  monetary 
reforme, the  developed areas  responded p o s i t i v e l y t o  t h e  lmpetua 
of the  currency devaluation, a continuing flow of U.S. imports, and 
the  UN-led technical  aselstance I n  improving economic coordination 
and f inanc ia l  d i sc ip l ine .  Prices gradual ly  s t ab i l i zed  and even 
declined i n  some cases. Foreign exchange reserves rose s t e a d i l y  
during the f i r s t  half  of 1964, and 1964 exports exceeded the  1963 
l eve l .  Cumbersome import procedures were atreamline by removing 
ce r ta in  l e ss -essen t i a l  government controls .  Other Important 
measures were adoption of a r e a l i s t i c  budget, l imi ta t ions  on 
d e f i c i t  f inancing by tile government, and cen t ra l  bank confrola 
over in f l a t ionary  expansion of p r iva te  b a n k c r e d i t .  While it 
now appear8 t h a t  1964 w i l l  conclude with d e f i c l t  f i n a x i n g  kept 
wi thin  msnageable l iml te ,  continued insurgency threatens  the  
pi '~grrs3 made i n  economic s t a b i l i z a t i o n  31 2reating new demands 
f o r  i n f l a t i o n m y  bu3get expenditures and by discouraging 
domtatic production. 
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Ihrinn 1964. t h e  United States  has made a subs tan t ia l  e f fo r t  t o  - - ,  
broaden the base of Western support f o r  t h e  Congo, and i n  par- 
t i c u l a r  has pressed f o r  increased Belgian aid.  Belgium has 
stepped up i ts  mi l i t a ry  aid,  and has made some progress i n  
enlarging and improving i t s  technical  assirkance, notably i n  the  
provision of 50 pol ice  technicians. Additional Belgian a id  
measures f o r  the  Congo are  current ly  awaiting resolut ion of 
problems a r i s ing  from the  l iquidat ion of c e r t a i n  chartered com- 
panies of the  Belgian colonial regime and the  d i s t r ibu t ion  of 
t h e i r  a sse t s  between the Congolese Government and Belgian pr ivate  
investors .  Belgian technical  ass is tance,  covering approxbately  
2,000 technicians,  cos t s  nearly $18 million, Belgium a l so  
expended $49 million i n  1963 t o  service  pre-independence loans 
t o  t h e  Congo Belge under i ts  guaranty. Other major sources of 
d i r e c t  a i d  t o  t h e  Congo include Germany, United Kingdom, France 
and the  Eurupean Econamic Cmu11ity ( E E C ) ~  11 countries,  i n  
addi t ion t o  the  United States  contributed t o  t h e  UN Fund for  the  
Congo i n  1964. 

FY 1966 Program 

The FY 1966 program continues t o  address t h e  key problems of 
s tab i l i za t ion .  in te rna l  securitv.  and administrative caoacltv. 

 he FY 1966 import support requirements a r e  estimated presently 
a t  @ ~ m ~ ~ l o n  i n  Bupporting Assistance, and $15 million under 
P.L. 480 T i t l e  I programs. The proposed $34 n~%n$a permits con- 
t inua t ion  of the  s t a b i l i z a t i o n  program assuming a reasonable 
l eve l  of in te rna l  security.  This l e v e l  does not provide f o r  new 
development investment or fo r  major economic dis locat ions  owing 
t o  in tens i f i ed  rebel l ion.  A s h i f t  from t h e  present s t ab i l i za t ion  

CONFIDENTIAL 
objective t o  one of furthering renewed economic growth depends 
on substant ia l  improvement i n  p o l i t i c a l  and securi ty  conditions, 
which U.S. policy is  s t r i v i n g  t o  achieve. Local currency 
generated under the  Supporting Assietance-financed co,mplsdIty 
import program i s  used f o r  budget support; the  t*-sd % mtr 
U.B. o6nOurraaae fn oouatchrpmt releasea t o  ftnanee the bbtzbget 
prmrl4ee a wZua2,le a m o i  of itnfluencnr omr CongctZ~m fiscral 
poliel.str. P.L. 480-generated currencies a r e  used f o r  in te rna l  
secur i ty  purposes an8 fo r  urgently needed public works projects,  
par t icular ly  the  repa i r  and rehab i l i t a t ion  of t h e  t ransporta t ion 
network. 

In FY 1966, $5 mil l ion i s  again requested from Contributions t o  
International Organizations funds f o r  a designated contribution 
($4 million) t o  support UN technicians i n  f i e l d s  of special  
i n t e r e s t  t o  t h e  United States ,  and an undesignated contribut ion 
of $1 million i n  matching funds t o  be pooled with the  contr i -  
butions of other donors fo r  the  over-all  technical  ass is tance 
program i n  the  Congo. 

In  FY 1966, $1.4 mil l ion i s  requested fo r  Technical cooperation/ 
Development Grant purposes mainly for  a public safety  project 
which represents t h e  U.S. contribution t o  a multinational 
cooperative e f f o r t  t o  t r a i n  and equip Congolese pol ice  forces.  
A language teaching project  w l l l  contribute t o  t h e  es tabl ish-  
ment of English-teaching program6 i n  l i n e  wlth t h e  Congo's 
i n t e n t i o w  t o  make English an o f f i c i a l  second language. Other 
proposed Technical ~ooperation/Development Grant a c t i v i t i e s  
include labor union t ra ining,  and continued ass is tance t o  t h e  
National School of Law and Administration -- a public adminis- 
t r a t i o n  school receiving mul t i l a te ra l  ass is tance -- and f o r  
specialized t ra in ing  i n  t h e  United S ta tes  of Congolese c i v i l  
servants. 
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Congo ( Leopoldville ) 
( U . S .  F ~ s c a l  r e a r s  - M ~ l l t o n r  o f  D o l l a r s )  

Less than $50,000. Note: Military data for FY 1964 and cumulative through June 30, 1964 are estimates. 
r i r I 

ASSISTANCE FROM INTERNATIONAL AGEKIES SINO-SOVIET BLOC ASSISTANCE 
Fy  1963 F y  1964  Fy  1946-64 I 1 9 6 1 1 C a e n d a r Y e a r l  . ....................... 

I I 
Includes $30.0 n i l l i o n  loaned t o  Belg ian Gowrnnent for Congo. 

1 189 1 
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UN Tech. Ass't .  (CY) ... 0.1 0.7 1.0 
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WPULATION (mid-1964) ......... .......... Annual Growth Rate 

AREA .......................... 
Population Density .......... 

AGRICULTURAL LAND ............. 
Agricultural Land per Capita. 

GROSS NATIONAL PRODUCT (1963) * 
Total GIW ................... 
Per Capita GNP .............. 

............... ISFE EXPECTANCY 

........ INHABITANTS m DOCTOR 

LXTWAC!Y RATE ................. 

Unit 

Millions 
Percent 

1,000 Sq. Miles 
Per Sq. M i -  

$ of Area 
Acres 

$ Millions 
Dollars 

Years 

Number 

Percent 

PUPIIS AS PERCENT OF POPULATION Percent 
(primary & secondary) 

Totel 
East Africa 

26.8 
2.5 

681 
39 

29 
5 

2,024 
77 

n. a. 

13,100 

15-20 

ELeCTRIC POWER PER CAPITA ..... KWH per Y r .  45 

I~TER~ATIO-  TRADE (1963)bJ ..................... Exports $ Millions 
Imports I ,  ..................... 

%ade Balance ............. I t  

Main Exports ................ Item Coffee 
S i sa l  
Cotton 

* - Converted a t  $2.80 per East African Pound. 

Composed of Tanganyika and Zanzibar. 
b/ Includes t rade among the East African countries. - 
n.a. - Not available. 

Kenya - 
9.1 
3.0 

225 
40 

10 
2 

787 
89 

43 

11,200 

20-25 

11 

53 

5 
Coffee 
S i s a l  
Tea 

~anzani8.d 

10.3 
2.1 

363 
28 

45 
10 

707 
70 

35 

15 , 900 

5-10 

6 

20 

203 
163 

+40 

Si  s a1 
Cotton 
Coffee 

Uganda 

7.4 
2.5 

93 
80 

12 
1 

5 30 
74 

n.a. 

12,700 

20- 25 

8 

69 

z; 
Coffee 
Cotton 
Copper 
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(1n millions of do l la r s )  to  acaeptanct of ecommlc arrimtsnce by Esrt -can countrlem 
FY 1964 FY 1965 Fy 1966 a d  dlIt8x-y arrlri taace 3.n t h e  c a m  of Tanesnia. ar mIJ. sl the 
Actual Estimated Proposed pnmence of meny bmwabt mlsmlaru. ~ n t e n s i f i ~ a t i o n  of t h e  

Communist e f f o r t s  stems i n  par t  from t h e  increased competition 
Technical Cooperation d-b between the  Soviets and the  Chinese Communists a s  well-as from 

Kenya the  p o s s i b i l i t i e s  f o r  subversion i n  t h e  region, whereas East 
Tanzania (2.2) (5.2) (4.9) African acceptance of Communist a id  r e f l e c t s  t h e  strong des i re  
Uganda (2.2) (2.4) (3.7) t o  adopt a posture of non-alignment and t o  speed development 
East Afr ica  Regional (-1 (2.7) (3.5) program. 

Development ~ o a n s  5.8 
Kenya 77 
Tanzania (3.9) 
Uganda (0.4) 
East Africa Regional (1.5) 

Total A.I.D. Assistance 
Kenya 
Tznzania (6.1) 
Uganda (2.6j 
East Africa Regional 0.5) 

U.S. Objectives and Assistance Folicx 

A major U.S. objective i n  the  East African countries of Kenya, 
Tanzania, and Uganda is  t o  help maintain and strengthen respon- 
s i b l e  African Governments a s  menibere of the  f ree  world community. 
Strengthening of cooperation and integrat ion within the  region 
and attainment of harmonious re la t ions  between Africa-, Asians 
and Europeans a r e  expected t o  contribute t o  t h i s  objective.  The 
continuation of t i e s  with the  Weat, DfbXLe Wntmlzing the Ia i lucncs  

' of the CanmPmlmt bloc, e s p c c i ~  i.n sebs i tdw fYeldr, ie a 
re la ted  U.S. objective.  

W i n g  t h e  pas t  year s w e r a l  developments, including the decline 
of B r i t i s h  influence, the  advance of Communist influence, i n t e r n a l  
p o l i t i c a l  i n s t a b i l i t y ,  and t h e  in te rp lay  of forces f o r  and sgainst  
East African regional  cooperation have complicated o r  jeopardized 
the  achievement of these  objectives . 

Azabthar s i g n i f S m %  pollbical  dwej,opmnt lart year wam the 
d e w  of R f t h h  influence In  East Africa, vhich occurred mch 
more mpldly than hsd been f o r e c m t ,  While prompt U.K. respnsa 
ta n q u e s t r  for asrlutance in que- m u t l n l a r  this 
year served -b maintain the present naoderate lVricaa leadarahlp, 
this also resulted in lVrlcan embarraarrmcnt, f o l l d  by t h e  
e a r l y  departure of U.K. aecuri ty  forcea and led to re l l ance  on 
o ther  mn-African sources f o r  a i d  ln t h i m  s ens i t ive  f i e l d .  bpid 
Africanlzatlon of pollce aad mllltary tooh p l a m  c o n c u r n n w  
with expubion of so= Brl t ieh o f f l c e r r .  While the Unltcd Kingdaar 
has retained a r o l e  I n  Kenya and Uganda, her help i. less accept- 
able to TflILmmLa. Eset Afrlcsrur are lnc-bgly unrilling to 
seek secur i ty  amrlsfance from the  United Kingdom em Indicat ing 
neocolonial is t  deprndence land inn,wtnce. mese  d a v e l o p n t s  htnra 
l e d  t o  incre-d U.S. asmlrstaitce efforts, which e r a  ucpucxpsctad to 
continue i n  1966. I n  the  economic sphere the  United Kingdom i s  
s t i l l  the  l a r g e s t  donor, and t h e  United S ta tes  w i l l  continue t o  
cooperate with t h e  Bri t iah and other Western donors t o  meet t h e  
current s i t u a t i o n  most e f fec t ive ly  and achieve more e f fec t ive  
coordination of a id .  

Despite i n t e r n a l  insecurity,  groxing Communist involvement and 
declining Br i t i sh  influence, there  are hopeful elements i n  t h e  
s i tua t ion .  The East African countries have considerable economic 
po ten t ia l ,  including varied agr icu l tu ra l ,  mineral and scenic 
resources. They have a common market and a common currency, and 
they share jo in t ly  operated t ransport ,  c o ~ n i c a t i o n s ,  f inanc ia l ,  
educational and other  services.  Many of the  leading p o l i t i c a l  
f igures  strongly desire  t o  remain genuinely non-aligned. The 
governments a re  committed t o  speeding development. 

Folloxing revolution by the  African majority against the  ru l ing  They face  many flmdamental economic and s o c i a l  problems. Tribal 
Arab minority i n  Zanzibar which was successfully penetrated. by r i v a l r i e s  must be reconciled before nat ional  uni ty  can be achieved. 
the  C o m n i s t s ,  thus providing another foothold f o r  i n f i l t r a t i o n  Economic and soc ia l  f r i c t i o n s  continue among the  Africans, Aaiana 
in to  East and Central Africa, Zanzibar was united with Tanganyika and Europeans. Unemployment has become a growfng problem, espe- 
t o  from t h e  United Republic of Tanzania. lhlh It is hoped thrrf c i a l l y  i n  Kenya, where it cons t i tu tes  a ser ious  t h r e a t  t o  the  
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stability of the present ,government. Only 6% of the population 
worb for wages; the Africans still are predominately engaged in 
subsistence agriculture; mopean and Asian minorities dominate 
industry and commerce. All three countries are deficient in 
skilled indigenous technical, adninistrative and management per- 
sonnel, both in gwernment and in the private sectors, a situation 
complicated by the departure of many British and Asians. Ways 
must be found to increase the effectiveness of the productive 
elements of the economy. 

In order to help bring solutions to some of those fundamental 
problems, the proposed U.S. assistance addresses the basic prior- 
ity needs of economic development -- namely, strengthening of the 
institutional structures in agriculture, education and government 
(both national and local) -- with increased emphasis on income- 
producing activities in agriculture and industry together with 
necessary transport improvements. It also addresses current prob- 
lems affecting development, including greater attention to inter- 
nal security requirements. 

Achievement, Self-Help, the Role of Other Donors 

GNP is currently about $77 per capita and is increasing at an 
annual rate in excess of 3%. Bolstered by fairly favorable prices 
for coffee, sisal, and other primary products during the past 
yeax, East African countries have improved their export earnings 
and strengthened their economies. Due to heavy reliance on these 
commodities, however, they remain vulnerable to wide fluctuations 
in export earnings and, therefore, are endeavoring to diversify 
agriculture and expand industrial development and tourism, which 
has shown a sharply rising trend over the past several years. 

The potential for industrial development is considerable. East 
Africa has a wide range of agricultural and industrial raw mater- 
ials, fishery, forestry, and power resources that could be more 
intensively developed. In contrast to most tropical African 
areas, East Africa has a supply of semi-skilled workers, largely 
among the Indian population. If political stability can be 
assured and regional cooperation enhanced, the potential for 
sustained economic progress appears promising. 

All three East African governments are earnestly attempting to 
develop their economies and raise living standards. The leaders 
frequently have urged the people to work herd and participate in 
the nation-building process. All three countries have growing 
cooperative movements. They have improved their tax system and 
increased tax revenues. Most tax sources already have been tapped, 
and tax rates appear to be about as high as possible without 

destroying economic 
Foreign Investments 

CONFIDENT lAL 
initiative. In mid-1964 Uganda passed "me 
Protection Act." which should act as a stimu- 

lant to private investment. 

All three countries have committed themselves to develoment pro- 
grams based on well-designed development plans which call for 
substantial participation by private enterprise and maximum finan- 
cing from internal sources. 

In the three-year period from Fi 1963 through FY 1965 actual 
expenditwee for external assistance to East Africa are estimated 
at slightly under $500 million, more than two-thirds being sup- 
plied by the U.K. Government. The U.S. portioq represents about 
104, international agencies 6$, West Germany 4$, Communist coun- 
tries 4$ and others, especially Israel, 6%. 

Total foreign assistance expenditures in East Africa are estimated 
to have increased from a level of about $140 million in FY 1963-64 
to about $200 million in FY 1965 and are expected to rise in FY 
1966 as new loans are drawn down. The International Development 
Association (IDA), West Germany, the United States and the Com- 
munist countries accounted for most of the substantial increase 
in FY 1965, while U.K. disbursements remained at the same lwel. 

FY 1966 Program 

The U.S. assistance program in the three East African countries, 
including regional projects, will require Technical ~ooperation/- 
kvelopment Grant obligations of $17.0 million in FY 1966, com- 
pared wlth an estimate of $14.7 million in FY 1965. The proposed 
program continues important technical assistance in education, 
public administration and agriculture and, in addition, gives 
greater emphasis to public safety and youth activities aa men~1- 
ti- amas where Inatablllty Bnd C o m m t r t  penatratIan hwt p m  
tlcular signiilcmce . 
Education projects receive the bulk of A.I.D. resources in both 
the regional and individual country programs. In order to help 
break the min bottleneck in the education system, A.I.D. has 
joined the British Government for the past several years in sup- 
plying teachers to fill vacancies in the East African Secondary 
schools. This project has been highly successful, with over 600 
teachers from the United States and the United Kingdom, enabli* 
the secondary school system to triple the number of graduates. 
Since 1961, A.I.D. has been providing the teachers under a con- 
tra& wlth Columbia University Teachers College. . This activity 
is now being transferred to the Peace Corps. This assistance, 
combined with advisory assistance in teacher training, will 
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expand and improve secondary education, while East Africa progree- 
s ive ly  provides i ts  own teachers and teacher t ra iners .  

On the  higher education level ,  the  United States is one of the  
several  Western countries a s s i s t i n g  the University of East Africa. 
The U.S. contribution has included c a p i t a l  assistance t o  t h e  
University, and a l imited number of U.S. faculty.  

Other a id  t o  education has included s t a f f  f o r  schools and colleges, 
technical  advice i n  educational administration and planning and 
teacher t ra in ing  and par t ic ipant  t ra ining f o r  facul ty  and admini- 
s t r a t i v e  personnel. Under A. I .D .  contracts,  the University of 
West Virginia is providing ins t ruc tors  f o r  agr icul tural  colleges 
i n  each country, and the  University of Massachusetts i s  providing 
s ta f f ing  f o r  a comprehensive secondary demonstration school f o r  
g i r l s  i n  Uganda. 

Training f o r  the  public service i s  a highly important component 
i n  A. I .D .  a c t i v i t i e s  i n  each of these newly independent countries.  

Aid is  being provided t o  the  East African countriee i n  agr i -  
cul ture ,  where we are  ass i s t ing  i n  a gradual increaae i n  produc- 
t i o n  of cash crops t o  take the place of subsistence farming. An 
e f fec t ive  f i e l d  extension service i s  being develope-d through the 
t ra in ing  of agr icu l tu ra l  employees and administrators and by 
improving and expanding the  f erm t ra ining centers. We a r e  helping 
t o  s t imulate  the  growth of cooperatives and credi t  union6 and t o  
encourage d ivers i f i ca t ion  of agr icul ture  through increased produc- 
t i o n  of crops and l ivestock f o r  which an adequate l o c a l  o r  export 
market e x i s t s .  

CONFIDENTIAL 

i n  Kenya and i n  Tanzania, as a m a n s  of providing an a l t e rna t ive  
t o  current Communist t r a in ing  f o r  the  Tanzania army. 

I n  Kenya, A.I.D. i s  preparing t o  provide ass is tance i n  the  
public sa fe ty  sector .  A.I.D. a l s o  is reviewing with t h e  
Tanzania Government a request f o r  police assistance. Assistance 
i s  a l so  being given the  Kenya National Youth Service i n  a program 
t o  provide work and t ra in ing  f o r  up t o  10,000 of the  l a r g e  and 
po ten t ia l ly  v o l a t i l e  mass of young, jobless Kenyans. 

Effective regional cooperation can provide increased e f f i c ienc ies  
and broaden markets f o r  all three countries.  A.I .D.  is  ass i s t ing  
the  East African Common Services Organization (EACSO) t o  improve 
e s s e n t i a l  eervices i n  t ransport  and communications t o  the  e n t i r e  
East Africa area  during the d i f f i c u l t  t r a n s i t i o n  between predomi- 
nantly expatr ia te  and predominantly African s ta f f ing .  Two groups 
o f .  EPlCSOparticipants are now i n  the  United S ta tes  t ra in ing  i n  
middle and higher l e v e l  management, and A.I.D. is current ly  
developing an in-service t ra in ing  program f o r  addi t ional  personnel. 

F'Y 1966 kelopment L o u  ara errtimated at &5 U o n .  Eoarlble 
projects include roads in Kenya and Tanzania, financial anslst- 
Rnce t o  d w e l ~ n t  corporatlonn In Uganda and Tanzaala, and 
educational, vater and liverto& p x @ c t s  In Kenya and U g d a .  

The January 1964 mutinies i n  Tanganyika, Kenya and Uganda demon- 
s t ra ted  t h e  urgent need f o r  more re l i ab le  security forces .  A.I .D.  
plans t o  provide assistance i n  the public safety f i e l d  i n  t h e  form 
of advieors, equipment, and t ra ining t o  the  national police forces,  
complementing ass is tance from other  f r e e  world donors, ?svecial ly  
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U . S .  F i s c a l  Y e a r s  - M ~ l l ~ o n s  o f  D o l l a r s  

T A N Z A N  l A 

U . S .  F ~ s c a l  Y e a r s  - M r l l r o n s  o f  D o l l a r s  

PROGRAM 

TOTAL 
L E S S  

ZEPAYMENTS 
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1 N T E R E S T  

U ~ ~ ~ V E R S E A S  LOANS AND 
RANTS - N E T  OBL l  G A T I O N S  AND 

LOAN AUTHOR1 Z A T l  ONS 

IEPAYMENT 
AND 

I N T E R E S T  
1946- 
1964 

- 

- 

( - )  
( - )  

- 

- 
- 

( - )  

- 

T O T A L  
L E S S  

€PAYMENT! 
AND 

l N T E R E S T  

U . S .  OVERSEAS LOANS AND 
RANTS - N E T  OBL l  GAT1 ONS AND 

lEPAYMENT 
AND 

I N T E R E S T  
1946- 
1964 

0 . 1  - 
0.1 

- 
( - )  
( - )  

- 

r l  ONS 

TOTAL 
1946- 
I964 

19.7 

12.7 
7.0 

lzLe 

( - 1  
(-1 

PROGRAM 
T O T A L  
1946- 
1964 

16.2 - 
2.2 

14.0 

10.0 ' - 
(-)  
( - )  

- 

8.6 
1.4 

0.1 

1 . 1 . 0 .  AN0 PREDECESSOR A G E N C I E S  - T O T A L . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s .  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

S O C I A L  PROGRESS TRUST F U N O . . . . . . . . . . . . . . .  S O C I A L  PROGRESS TRUST F U N O . . . . . . . . . . . . . . .  

FOOD FOR PEACE - T O T A L . . . . . . . . . . . . . . . . . . .  FOOD FOR PEACE - T O T A L . . . . . . . . . . . . . .  . .... 
. . . .  T t t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  
. . . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  

. . .  T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  

. . .  L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  

T I T L E  I  - PLANNED FOR LOANS & G R A N T S . . .  T I T L E  I  - PLANNED FOR LOANS & GRANTS. . .  

. . . . .  1 0 4 c  - G r a n t s  f o r  C o n n o n  D e f e n s e  

1 0 4 e  - c r a n t s  f o r  E c o n .  9 e v e l o p n e n t . .  
. . .  1 O $ e  - L o a n s  t o  , ? r r v a t e  I n d u s t r y . .  

1 0 4 g  - L o a n s  t o  Governments . . . . . . . . . .  

1 0 4 c  - G r a n t s  f o r  C o n n o n  D e f e n s e  . . . . .  
i O h e  - c r a n t s  f o r  E c o n .  a Q e v e l o p n e n t . .  

. . .  1 0 4 e  - 1,oans t o  ? r i u a t c  I n r f u s t r y . .  

. . . . . . . .  1 0 4 1  - . L o a n s  t.0 C o v e r n m e n t s . .  

T  I T  L  E  I - ASSIT FRCM OTHER C W N T W  AGWTIS. .  
T  l T L E  I  I  - E'lERCJE'ICY REL I  E F  & ECON. DEV. .  
T I T L E  I l l  - VOLUNTAPY R E L I E F  A G E N C I E S  . . .  
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  .......... 

. T I T L E  I - ASS'T FROM OTHER C W N T W  AGWTIS. .  
T I T L E  I  I - E' IERGENcY R E L  l E F  & ECON. DEV. .  
T I T L E  I  I  I  - VOLUNTARY R E L  I  E F  AGENC I  ES.. .. 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  . . . . . . . . . .  

EXPORT-IMPORT BANK L O I Q - T E R M  LOAWS..... . .  EXPORT-IMPORT BANK LOWQ-TERM LOANS.. ..... 
3THER U.S. ECOWOMIC PROGRAMS..... . . . . . . . .  DTNER U.S. ECONOMIC PROGRAMS..... . . . . . . . .  

TOTAL ECONOMIC. . . . . . . . . . . . . . . . . . . . .  
L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL ECONOMIC..... . . . . . . . . . . . . . . . .  
L o o n s . . . . . . . . .  . . . . . . . . . . . . . . . . . . .  
C r o n  t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

4 I L I T A R Y  A S S I S T .  PROQRAM - ( C h g .  t o  ADD. ). 
( A d d l t ~ o n a l  G r o n t s  f r o m  E x c e s s  S t o c k s ) .  

M I L I T A R Y  A S S I S T .  PROQRAM - ( C h g .  t o  ADD. ). 
( A d d l  t l o n o l  G r o n t s  f r o m  E x c e s s  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... 
TOTAL M I L I T A R Y . . . . . . . . . . . . . . . . . . . . .  

L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL M I L I T A R Y . . . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. ECONOMIC AN0 M I L I T A R Y . . . .  . 
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASS1 STANCE OTHER ASSISTANCE 

S I N O - S O V I E T  BLOC A S S I S T A N C E  ( C Y ) . . . .  ..... I - l h 7  .. S I N O - S O V I E T  BLOC A S S I S T A N C E  (CYI . . . . . . .  

L S S I S T A N C E  FROM I N T E R I A T I O N A L  A G E N C I E S  .................. UN Tech. ~ s s ' t .  (a) .  
'UN Special Fund........................ 
Intll. Dev. Associe.tlon................ ................... Int'l Finance C o q .  

i s s l s T A n c E  F R O M  I I T E R I A T I O N A L  A G E N C I E S  
IBRD - W o r l d  Bank...................... - ................... UN Tech. A s s l t .  (a )  0.3 0.4 

. UN Special Fund........................ 1.6 



U G A N D A  

U . S .  F t r c . 1  Y e a r s  - M r l l r o n s  o f  D o l l a r s  
-- -- - 

PROGRAM 

,. 1 .0 .  A 1 0  PREDECESSOR A G E I C I E S  - TOTAL.. - 
L o a n s .  ........................... 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I O C I A L  PROGRESS TRUST FUN0 ............... 
:OOD FOR PEACE - TOTAL ................... 

T ~ t l c  I - ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . .  
Less:  ( P l o n n e d  f o r  U.S. U s e r ) .  . . .  

. T I T L E  .I - P L I M E D  FOR LOANS k GRANTS.. 

- . . .  i04c C r n n t s  f o r  Common n e f e n s c . .  
l O ~ c  - C r o n t r  f a r  E c o n .  ,Deve lopment . .  

. . .  ;Ole  - /.oans t o  p r i v a t e  I n d u s t r y . .  
106g - Loons t o  ' % v e r n n e n t s  . . . . . . . . . .  

. T I T L E  I - %SIT FLO4 OTHER CWNTW AGFMTIS.. 
T I T L E  I I - E'IE9GEN:Y R E L I E F  k ECON. DEV.. 
T I T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES. .. 
T I T L E  I V  - DOLLAR C R E D I T  SALES.. ........ 

EXPORT-IMPORT ILMK LONG-TERM LOANS.. . . . a .  

..................... TOTAL ECOIOMIC 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Crmntr  ........................... 

r l L l T A R Y  4SSIST.  PROQRAM - (Chg .  t o  APP.) .  
( A d d x t t o n m l  C r o n l s  f r o m  Excess  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T I I C E  ............... 
..................... TOTAL MIL ITARY 

L o o n s . . .  . . . . . . . . . . . . . . . . . . . . . . . . .  
......................... G r a n t s . .  

TOTAL U.S. ECONOMIC A I D  M I L I T A R Y . - . . *  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
C r n n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

U.S. OVERSEAS LOANS AND 
RANTS - NET OBL I GAT1 ONS AN[ 

LOAh  

1963 

6'9 
4.4 
2.5 

0.1 - 

- 

- 
0.1 - 

- 
8 
2.6 - 

(-1 

l ONS 
TOTAL 
1946- 
1964 

13.8 - 
4.8 
9.0 

1.1 - 
(-) 
( - )  

- 

- 

0.4 
0.7 

* 

'3 
10.1 - 
- 

(-)  

OTHER ASS1 STANCE 

S l 1 0 - S O V I E T  BLOC A s S l S T A l C E  (CY) ......... ( - 116 1 16 

LSSISTANCE FROM I I T L R N A T I O N A L  AGENCIES 
IBRD - World Bank ...................... 
UN Tech. Ass' t .  (CY) ................... 
UN IIJcial Fund........................ 

I 1 1  
Leas than $50,000 

:PAYMENT! 
AND 

INTEREST 
1 946- 
1964 

- 

- 
(-) 
(-) 

- 

- 

TOTAL 
L E S S  

EPAYMENTS 
AND 

INTEREST 

13.8 - 
4.8 
9.0 

1.1 - 
(-1 
(-1 

- 
- 
- 

0.4 
0.7 

it  - 
10.1 - 
(-) 

- - 
- 
- 
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Ethiopia I, 

BASIC DATA 

...... Population (millions - mid-1964). 
....... Annual Growth Rate (percent). 

Area (1000 square miles) . . . . . . . . . . . .  
Population Density per square mile. ... 

Agricultural Land a s  % of Total Area . . . .  
Percent of Population in Aqriculture . . .  

Life Expectancy (years) ............ 
People per Doctor. . . . . . . . . . . . . . . . .  

............. Literacy Rate (percent) 
Pupils a s  Percent of Population. ....... 

(Primary 6 Secondary) 

1K 
Ice8 

ETHIOPIA - GROWTH TRENDS 
.%,I -- - - -- - - - - - 

Awtlable Resources 

3ROWTH INDICATORS 
.Total GNP (in 1962 prices; S millions,*d. ........ 

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. ............ 
Net Fcaeiqn Balance a s  % of GNP. .............. 

. . . . . . . . . . .  Aqricultural Prod. Index ( 1  952.54 = 100) 
Index per Capita ........................ ......... Teff (Bread Grain) (1,000 IW) 

NTERNATIONAL TRADE (S millions) 
Total Exports (f .0 .b.) .  . . . . . . . . . . . . . . . . . . . . . .  

Coffee ................................ 
....................... Total Imports fc. i.1.) 

Trade Balance . . . . . . . . . . . . . . . . . . . . . . .  
>OLD & FOREIGN EXCHANGE ....... 

............ COST OF LIVING INDEX (1958= 100) 

ZENTRAL GOVERNMENT FINANCES * 
(FY Ending July  7) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
(Defense Expenditures). . . . . . . . . . . . . . . . . . . .  
(Capital Outhys) .  . . . . . . . . . . . . . . . . . . . . . . .  

Total Domestic Revenues .................... 
As percent of GNP . . . . . . . . . . . . . . . . . . . . . . .  

Deficit (-1 or Surplus (+). .................... 

Calendar Years 
1962 - - 1963 1964 Esr. 

62 62 78( Sept.) 

94 96 n.a. 

- Million Dollar Equivalents - 

* Converted a t  2.484 Ethiopian dol lars  per U.S. dollar. 

ending September 
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PROGRAM SUMMARY 

(1n mil l ions  of d o l l a r s )  
FY 1964 FY 1965 FY 1966 
Actual Estimated P r o ~ o s  ed 

Development Loan's 
Technical Cooperat ion  

Tota l  A.I.D. Assistance 

U.S. Objectives and Assistance Policy 

Ethiopia, t h e  o ldes t  independent country i n  Africa, has emerged i n  
recent  yea r s  a s  an i n f l u e n t i a l  advocate f o r  s t a b i l i t y  and moder- 
a t i o n  i n  Africa.  The establishment i n  Addis Ababa of t h e  head- 
qua r t e r s  of t h e  UN Economic Commission f o r  Africa (ECA) and of t h e  
Organization of African Unity (QAU) exemplifies Ethiopia ' s  promi- 
nent r o l e  i n  African a f f a i r s .  Various elements i n  t h e  country 
r e a l i z e  t h a t  Ethiopia ' s  newly won pos i t ion  cannot be maintained i f  
t h e  country is  unable t o  demonstrate leadership  and progress i n  
i t s  domestic a f f a i r s .  E th iop ia ' s  leadership  f o r  moderation i n  
Africa can be  supported by an acce le ra t ion  of i t s  economic and 
s o c i a l  development. This i s  the obtect ive  of U.S. a s s i s t a c e  
policy.  Another U.S. internet  Fe t o  maintain the vital Kagnew 
m i l i t a r y  communications facility. 

Economically, Ethiopia i s  a poor nation.  Per capita GNP, a t  l e s s  
than $50, i s  among t h e  lowest i n  Africa.  Only about 4,000 of i t s  
20 mi l l ion  people have had any education beyond secondary l eve l .  
The l i t e r a c y  r a t e  i s  only 5$. Deb i l i t a t ing  diseases a r e  
prevalent t .  On t h e  o ther  hand, Ethiopia has a f e r t i l e  s o i l  with 
abundant r a i n f a l l  over much of i ts  land area,  and no se r ious  
population pressures  e x i s t .  The country 's  water resources have 
great  p o t e n t i a l  f o r  power and i r r i g a t i o n .  I t s  l ives tock resources,  
consis t ing  of  25 mi l l ion  head of c a t t l e  and as  many sheep and 
goats,  a r e  among t h e  l a r g e s t  i n  Africa.  With proper exploi ta t ion ,  
l a r g e  q u a n t i t i e s  of farm and ranch products could be produced and 
processed both  f o r  domestic market and f o r  export t o  nearby 
larkets. I n  addi t ion ,  t h e r e  a r e  oppor tuni t ies  fo r  t h e  e s t ab l i sh -  

ment of l i g h t  indus t r i e s  t o  produce a wide range of goods which 
a r e  cu r ren t ly  imported. 

Since t h e  mid-1950's, some fundamental s t r u c t u r a l  changes have 
been taking place  i n  Ethiopia, e.g., t h e  establishment of economic 
and educat ional  i n s t i t u t i o n s ,  t h e  incept ion of t r ade  unionism, t h e  
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evolut ion toward a meaningful parl iamentary body, and s t eps  
toward decen t ra l i za t ion  of author i ty .  Through our A.I.D. pro- 
gram, we a r e  continuing t o  a s s i s t  t h e s e  changes and t o  help  i n  
developing i n s t i t u t i o n s  such a s  Haile Se las s i e  I University, 
which w i l l  provide leadership  t o  a steady and r a t i o n a l  develop- 
ment of t h e  country. 

U.S. economic a s s i s t ance  proposed f o r  FY 1966 w i l l  be d i r ec ted  
toward continuing t o  help  Ethiopia i n  i t s  e f f o r t s  t o  meet t h e  
country 's  bas i c  economic and s o c i a l  needs f o r  sound growth and 
na t iona l  cohesion. While continuing t o  a s s i s t  i n  developing 
human resources and i n  maintaining i n t e r n a l  secur i ty ,  A.I.D. 
plans t o  g ive  more emphasis t o  a c t i v i t i e s  having immediate 
economic bene f i t - -pa r t i cu la r ly  i n  a g r i c u l t u r e  and industry.  
Fur ther  a s s i s t ance  t o  appropr ia te  development i n  c i v i l  avia t ion,  
education, and e l e c t r i c  power i s  under consideration.  

Through b i l a t e r a l  and m u l t i l a t e r a l  d iscuss ions  and by o t h e r  means 
t h e  United S t a t e s  w i l l  continue t o  encourage o the r  f r e e  world 
donors, i n t e r n a t i o n a l  organizations ( p a r t i c u l a r l y  t h e  IBRD and 
c e r t a i n  of t h e  o the r  UN Specialized Agencies) and p r i v a t e  
foundations t o  a s s i s t  i n  t h e  o rde r ly  and progressive development 
of Ethiopia.  I n  addi t ion ,  t h e  United S t a t e s  w i l l  encourage t h e  
Ethiopian Government t o  undertake const ruct ive  reforms t o  broaden 
t h e  country 's  i n s t i t u t i o n a l  base  and t o  e s t a b l i s h  t h e  pre- 
condit ions f o r  more rapid  progress. 

Achievement, Self-Help, t h e  Role of Other Donors 

Present-day p o l i t i c a l  exigencies, coupled wi th  an  awareness of 
t h e  need f o r  economic and s o c i a l  advances, have s t imula ted  t h e  
Ethiopian Government t o  seek a more rapid  pace of development. 
Recently it has taken a number of ac t ions  t o  improve t h e  country% 
i n s t i t u t i o n a l  base. 

Agrarian reform l e g i s l a t i o n  passed i n  Ju ly  1964 i s  designed t o  
improve t h e  l o t  of t h e  tenant  farmer by reducing and def in ing 
maximum f i n a n c i a l  ob l iga t ion  t o  landlords.  It a l s o  g ives  t h e  
farmer g rea te r  secur i ty  aga ins t  removal from t h e  land he farms. 
!!.'his i n i t i a l  l e g i s l a t i o n  is  considered a hopeful po r t en t  f o r  
o ther  needed land reforms. 

I n  t h e  a g r i c u l t u r a l  sec tor ,  t h e  budget of t h e  Ministry of  Agri- 
cu l tu re  more than doubled between 1963 and 1965, but i s  s t i l l  
considered inadequate t o  f inance  t h e  required expansion of needed 
a g r i c u l t u r a l  services .  I n  t h e  pas t  yea r  t h e  Ministry of Agri- 
cu l tu re  has been successful ly  carrying out a pol icy  of decentra l -  
i z a t i o n  of a g r i c u l t u r a l  adminis t ra t ion  t o  t h e  p rov inc ia l  l eve l .  

C O N F I D E N T I A L .  
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Another important measure was the  adoption of the  "Monetary and 
Banking Proclamation" i n  July 1963, which removes banking from 
t h e  exclusive province of the  government and f o r  the  f i r s t  time 
opens it up t o  the  pr ivate  sector.  This l e g i s l a t i o n  a l so  s e t  a 
more r e a l i s t i c  l e v e l  f o r  currency backing, thus providing f l e x i -  
b i l i t y  f o r  expansion of t h e  money supply. An investment law was 
passed i n  September 1963 t o  encourage p r iva te  foreign investment 
i n  Ethiopia. The Government Planning Board established an agency 
t o  undertake f e a s i b i l i t y  s tudies  f o r  investment projects.  

Ethiopia has responded constructively t o  requests t h a t  it bear a 
greater  share of l o c a l  costs and now pays a l l  l o c a l  costs of 
technical  ass is tance projects  except d i r e c t  support costs of U.S. 
technicians.  

From 1952 through 1963, U.S. a i d  amounted t o  nearly 60% of a l l  
economic and technical  ass is tance extended t o  Ethiopia by foreign 
governments and in te rna t iona l  organizations. This proportion i s  
now decreasing as the  Ethiopian Government draws down c red i t s  from 
France, t h e  United Kingdom, and Germany, as  wel l  a s  recent loans 
from the  IBRD and IDA. In  addition, smaller donors such a s  
I s rae l ,  Sweden, and the  Netherlands a r e  increasi3g t h e i r  as- 
s i s t ance  programs i n  Ethiopia. , 

FY 1966 Program 

Development grant ass is tance of about $5.7 million i s  proposed 
f o r  FY 1966. While A.I.D. w i l l  continue t o  emphasize human 
resource development i n  FY 1966, concentrating e f f o r t s  i n  t h e  
areas  of education, public heal th  (including malaria eradicat ion) ,  
and public safety,  t h e  l e v e l  of U.S. ass is tance i n  education and 
public heal th  w i l l  decline s tead i ly  a s  phase-out t a rge t s  f o r  these  
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projects  are  met and the  Ethiopian Government takes them over. 
Possible new projects  include jo in t  Ethiopian-U.S. e f f o r t s  i n  
agr icul tural  plan+ng, extension, marketing, and l ivestock 
development; technical  ass is tance i n  indus t r i a l  development; and 
technical ass is tance and t ra in ing  i n  radio broadcasting. 

Development Lrseuz ass i s tance  of -@3- mill ion is under coxwi8er- 
a t i o n  fo r  PY 19%. Op t h i e  amount &" 3 miUlon is proposed f o r  a 
loan in l a t e  M 1966 t o  finance some of t h e  engineering and 
construction oosts of t h e  Finchaa River h m ,  a hydroelectr ic  pro- 
j e c t  t h a t  w i l l  serve the  Addis Ababa a re ,  and $2 mill ion is  under 
oonsiaeration f o r  b i l e  S e h s s i e  I University. 

- - .......-- " A  

A loan of $1 mil l ion f o r  a i r  navigatioasl. aids is also c o n t e q h t e a ,  
A recent study conducted by t h e  Fedemf Aviation Agency points  up 
t h e  need f o r  add i t iona l  airway oomnttlsic&ioas facilities, a i r p o r t  . 
light- and runmy/taxi-way improvments in  the! i n t e r e s t  of 
Increased effioiency of operations and safety  a t  the  four  major 
aFrports and f o r  improvements of 22 minor a i r  fielda. This 
ass is tanae would. strengthen EX.hiopiais c i v i l  av ia t ion  system, 
whioh has received. subs tan t ia l  US. a i d  In t h e  past. 

Requirement f o r  U.S. surplus a g r i c u l t u r a l  foodstuffs a r e  l imited 
largely t o  programs of emergency famine r e l i e f  and ass is tance t o  
needy people through the  voluntary agencies. The need f o r  cotton 
however, continues. 

U.S. mil i tary ass is tance w i l l  continue t o  help Ethiopia bui ld  an 
e f fec t ive  militaxy establishment f o r  i t s  am securi ty  and a l s o  
contribute t o  in te rna t iona l  peace-keeping operations. 
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Ethiopia 
( U . S .  F ~ s c a l  Y e a r s  - M i l l i o n s  o f  D o l l a r s )  

I t S E A 5  L O A N 5  A N D  G R A N T S  - N E T  O B L I G A T I O N S  A N D  L O A N  A U T H O R I Z A T I O I  R E P A Y -  T O T A L  

I N T E R E S T  R E P A Y -  
1 9 4 6 -  M E N T S  AN[ 

I N T E R E S T  

U . S .  O V E F  

P R O G R A M  MUTUAL  S E C U R I T Y  ACT P E R I O D  F O R E I G N  A S S I S T A N C E  
ACT  P E R I O O  

T O T A L  

1 9 4 6 -  
1 9 6 4  

A. I .D .  AND PREDECESSOR A G E N C I E S  - TOTAL . .  ......... 1.2 

.................................... L o a n s .  

.................................... G r a n t s  

S O C I A L  PROGRESS T R U S T  FUND.. . ..................... I - l -  
FOOD FOR PEACE - T O T A L  ............................ 

T I  t l e  I - ( T o t a l  S a l p s  A g r e e m e n t s )  . . . . . . . . . . . .  
L e s s :  ( P l a n n e d  f o r  0 . S .  U s e s )  ............. 

T I T L E  I  - P L A N N E D  'OR LOANS AND GRANTS .......... - - I - I -  
1 0 4 c  - G r a n t s  f o r  Common D e f e n s e .  ............. - - 
1 0 4 e  - G r a n t s  f o r  E c o n o m ~ c  D e u e l o p m e n t . .  ...... - - 

.............. . 1 0 4 e  L o a n s  t o  P r r u o t e  I n d u s t r y  - - 
................. 1 0 4 g  - L o a n s  t o  C o u e r n n e n l s . .  - - 

T I T L E  I  - A S S ' T  FEOM OTHER COUNTRY S A L E S  AGRMT 'S .  - 
T I T L E  I  I  - EMERGENCY R E L I E F  ANE ECON. DEVELOP. .  . 
T I T L E  I l l  - VOLUNTARY R E L I E F  A G E N C I E S  . . . . . . . . . . .  
T I T L E  I V  - D O L L A R  C R E D I T  S A L E S . .  . . . . . . . . . . . . . . . .  1 ;  / i  

E X P O R T - I M P O R T  BANK LONG-TERM LOANS . . . . . . . . . . . . . . . .  1 2.7 1 - 
OTHER U.S. ECONOMIC PROGRAMS..... . ................ 1 0.8 0.1 

I-. 

T O T A L  E C O N O M I C  . ............................. 3.5 1.3 
L o a n s . .  ................................... 
G r a n t s  .................................... I I, 

M I L I T A R Y  A S S I S T A N C E  PROGRAM - (Chg. t o  A D D . )  ...... 
( A d d ~ t l o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s )  . . . . . . .  

OTHER M I L I T A R Y  A S S I S T A N C E . .  ....................... 
.............................. T O T A L  M I L I T A R Y  

L o a n s . . .  .................................. 
.................................... C r o n t s  

T O T A L  ECONOMIC  AND M I L I T A R Y . . . . .  . .............. 

1 I I - 1 
Less than $50,000. Note: Mi l i t a ry  da t a  fo r  FY 1964 and cumulative through June 30. 196.4 a r e  e s t ima te s  

L o a n s  ........................................ 
, . a n t s . .  ..................................... 

I ASS1  STANCE FROM I N T E R N A T I O N A L  AGENCI  E S  S  I  NO-SOV I  E T  BLOC ASS  1 STANCE 

F Y  1 9 6 3  F Y  1 9 6 4  F Y  1 9 4 6 - 6 4  I 1 I 9 6 1  C a l e n d a r  Y e a r ) .  . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . .  . . ..... I IBRD -World Bank 23.5 

UN Tech. Asegt. (CY) ... 0.9 1.0 1 I l N 6 4 l C a l e n d a r Y e a r i  6.8 . . 
UN Special Fund ........ - ..................... I. - - 1::: I ( C u m u l a t i v e  T h r u  1 9 6 4 . .  1111 
Int ' l .  Dev. Aseociation 13.5 
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Liberia - GENERAL ECONOMIC DATA 

w 
Iron Ore Mines 

ATLANTIC OCEAN 
cccc Railroads 

+++++ Railroads Under Construction 

BASIC DATA 

- ...... Population (mill ions mid-1964) 
Annual Growth Rate (percent)  ........ 
Dpnslty per Square Mile ............. 

............. Area (1,000 sq;are miles)  
Agricultural  Land a s  $ of Area ...... 

GNP Per Capita (do l l a r s )  - 1963 ......... 

PRODUCTION TRENDS 

Agricultural  Rod .  Index (1952-54=100) 
Index per Capita .................... .............. Rice, Paddy (1,000 MC) 

Rubber Exports (1,000 MT) ............... 
I ~ E R N A T I O N A L  TRADE ( $  mill ions) 

................ Total Exports ( f .  0.b. ) 

I ron  Ore ............................ 
................ Total Itnprts ( c . i . f .  ) 

Trade Balance ....................... 
SHORT-TERM DOLLARS (end of year; $ m i l l .  ) 

.... RUBsER EXFQRT PRICE INDM (1958=100) 

E - Estimate. 
n.a. - Not available.  

PREVIOUS PAGE BLANK 

Life Expectancy (years)  ...... n. a. ............ People per Doctor 12,600 

...... Literacy Rate ( ~ e r c e n t )  5-10 
Pupils as $ of Population .... 7 

(primary & secondary) 

120 

( 6 0 ) ~  (90) 

120E 100 - 
- 30 +20 

22 n. a. 

91 89(10 ~ O S )  
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PROGRAM SUMMARY 

Shaded oreas are S E C U R I T Y  CLASSIF IED  and 

&st not be divulged to  unauthorized individuals. 

A l l  other material i s  unclassified. 

(1n millions of do l la r s )  
FY 1964 M 1965 FY 1966 
Actual Estimated Proposed 

Development Loans 
Technical Cooperation 

Total A.I .D.  Assistance 

U.S. Objectives and Assistance Policx 

Liberia,  with i t s  long re la t ionship with t h e  United S ta tes  and i t s  
primary re l iance upon U.S. help and pr iva te  investment f o r  i t s  
economic growth and s t a b i l i t y ,  i s  an influence f o r  moderation i n  
African councils. U.S. pr ivate  investment i s  t h e  second la rges t  
i n  a l l  of Africa. U.S. m i l i b r y  r ight8 st %beTt&fieZd an8 %he 
Part, of Monrovia have pot ien t id  impo2%t&tk3es The only VOA t rans-  
m i t t e r  s t a t i o n  i n  Africa i s  located i n  Liberia, and we also are 
es tab l i sh ing  a Large communication f a c i l i t y  there. 

Therefore, it i s  i n  the  i n t e r e s t  of both Liberia and t h e  United 
S t a t e s  t h a t  Liberia 

The U.S. ass is tance program seeks to :  ( a )  ass i s t  Liberia i n  
achieving t h e  i n s t i t u t i o n a l  changes, basic reforms, and improve- 
ments of budgetary processes necessary f o r  progress toward 
broader development: (b) demonstrate t h a t  an African country de- 
voted t o  pr ivate  enterpr ise  can become responsive t o  t h e  needs of 
i t s  people and can grow and develop economically and social ly:  
and ( c )  assure the  continuation of a s t a b l e  government which 
w i l l  p lay a constructive r o l e  i n  Africa. 

Economic Situation. Despite a favorable resource base and rapid 
progress f o r  several  years through 1963, Liberia i s  l e s s  developed 
than many newly independent African countries. The la rge  inflow 
of foreign c a p i t a l  which supported a high ra te  of economic develop- 
ment p r i o r  t o  1963 has since been grea t ly  reduced because the  
"tooling up" process i n  the  i ron  o re  industry was completed, and 
f u r t h e r  contractor c red i t s  were prohibited and commercial bank 
borrowing l imited because of L iber ia ' s  inab i l i ty  t o  service  addi- 
t i o n a l  medium and short-term debt. Therefore, t h e  pace of progress 
has slowed ser iously  and GNP i s  believed t o  have ac tua l ly  
declined i n  1964. Investment i S  expected to  incrzase KmeWhat 

CONFIDENTIAL 

i n  1965-66 a s  a r e s u l t  of construction projects  financed by past  
A. I .D .  funds, West German, and World Bank loans, but w i l l  n9t 
approach the  high l e v e l  of 1961. 

Before 1963 the  Government of Liberia had made excessive w e  of 
expensive contractor c red i t s  based on overly opt imist ic  e s t i -  
mates of i ron o re  and rubber earnings. As a r e s u l t ,  debt se r -  
vice  obligations mounted rapidly and by 1963 Liber ia  faced an 
acute budget c r i s i s .  With t h e  help of t h e  Internat ional  h n e -  
t a r y  Fund (IMF) t h e  Government re l ieved the  budgetary s i tua t ion  
by. s t re tching out i t s  l a rge  foreign debt and taking other meas- 
ures. However, payments on the  debt s t i l l  absorb about one-fourth 
of t o t a l  Liberian Government revenues. This leaves very l i t t l e  
money f o r  developmental purposes, and severely r e s t r a i n s  t h e  
effectiveness of an a i d  program. Prospects a r e  f o r  a serious 
budgetary s i tua t ion  u n t i l  t h e  l a t e  1960 ' s  . 
Achievement. Self-Help, the  Role of Other Donors 

Liber ia ' s  most s t r ik ing  economic features  a r e  i t s  r i c h  natural  
resources, and the  l a rge  inf lux of foreign cap i ta l ,  technicians,  
and managers t o  develop those resources. Since World War 11, 
new pr ivate  foreign d i rec t  investment i n  Liberia, pr incipal ly  i n  
i ron  ore  production, hzs t o t a l e d  an estimated $450 mil l ion and 
has contributed t o  government domestic revenues which rose from 
l e s s  than $1 mil l ion before World War I1 t o  approximately $39 
mil l ion i n  1964, a s  well a s  employing many Liberians. The in-  
crease i n  export earnings from $28 mil l ion i n  1950 t o  an e s t i -  
mated $120 mil l ion i n  1964 can be a t t r ibu ted  l a rge ly  t o  produc- 
t i o n  resu l t ing  from t h i s  foreign investment. The country has 
add i t iona l  mineral resources and substant ia l ,  v i r t u a l l y  untapped 
timber and agr icu l tu re  resources, although investment may continue 
t o  l e v e l  o f f .  

Liber ia ' s  physical resources appear adequate t o  support a aa t i e -  
factory growth r a t e  over the  next decade, but i t s  soc ia l  and 
p o l i t i c a l  development face  many challenges. Administrative 
capacity and s k i l l s  a r e  not now adequate t o  meet the  demands of 
a growing country. The t r i b a l  groups comprising t h e  bulk of the  
population a r e  nearly a l l  i l l i t e r a t e ,  a r e  not well  in tegrated 
i n t o  the  nat ional  l i f e ,  and w i l l  contribute l i t t l e  t o  develop- 
ment u n t i l  education and t ra in ing  permit them to.  Liber ia ' s  
l imited supply of motivated, t r a ined  manpower and the l eve l  of 
i t s  ins t i tu t ions  prevent a greater  use of c a p i t a l  and new tech- 
niques and require t h e  help of numerous foreign technicians and 
managerial spec ia l i s t s .  

CONFIDENTIAL  201 
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Shadd areas are SECURITY CLASSIFIED and 
must not be divulgedto unauthorized individuals. 

A l l  other material is  unclassified. 

The Government of Liber ia  has recognized the seriousness of the  . 
current f inancial ,  manpower, and administrative deficiencies,  has 
i n s t i t u t e d  a se r ies  of correct ive measures, and i s  s a t i s f a c t o r i l y  
performing under the  IMI? agreement of 1963. A cen t ra l  planning 
agency, ass i s ted  by a Harvard Advisory Group financed by the  UN 
Special Fund, has begun the formulation of a development budget 
based upon p r i o r i t i e s .  A new budget system has been adopted, tech- 
n i c a l  ass is tance has been sought and u t i l i z e d  i n  increasing in- 
come taxes and import duties,  and a new Department of Commerce has 
been created t o  promote indus t r i a l  development. 

Despite these  improvements, the  s i t u a t i o n  s t i l l  i s  f a r  from s a t i s -  
factory. Discussions between U.S. and Liberian o f f i c i a l s  have 
taken place i n  recent months t o  consider what addi t ional  measures 
may be required t o  overcome Liber ia ' s  d i f f i c u l t i e s  more effec- 
t ive ly ,  and i n  t u r n  t o  provide the  bas i s  f o r  a renewed development 
e f f o r t  which t h e  United States  can support. I f  t h e  Government of 
Liber ia  takes appropriate measures along these l i n e s  it i s  hoped 
t h a t  t h e  budgetary s i t u a t i o n  w i l l  be suf f ic ien t ly  improved by FY 
1966 t o  permit t h e  Government t o  provide adequate support of t h e  
proposed U.S. program. I f  they cannot, we w i l l  review our a c t i v i -  
t i e s  t o  determine a program appropriate t o  the  Government of 
L iber ia ' s  capab i l i t i e s .  The Liberian Government has been urged t o  
exercise more care  i n  formulating developmental p r i o r i t i e s  and t o  
impose s t r i c t  controls on expenditures t o  assure t h a t  scarce funds 
w i l l  be used f o r  only the  most eeeent ia l  projects.  The need t o  
take pos i t ive  steps t o  increase $overnment revenues a l so  has been 
s t ressed,  including b e t t e r  enforcement of the tax proviaions of 

, agreemmatr wlth major owemicpnai~.blr, M- wa6 th. Ca maheh3.a 
the government debt at an appropriate time. 

Liberia a l so  receives economic and f inanc ia l  ass is tance from other 
sources, pr incipal ly  t h e  IMI?, which i n  1963-64 provided drawing 
r i g h t s  t o t a l i n g  approximately $8.4 million; t h e  IBRD, which has 
approved a $3.25 million loan f o r  road construction; and the  West 
German Government, which has provided ass is tance to ta l ing  nearly 
$14 mil l ion over a four-year period including loans f o r  road con- 
s t ruct ion,  development bank cap i ta l i za t ion ,  and a i rpor t  improve- 
ment, and grant ass is tance f o r  an inventory of f o r e s t  resources. 
Smaller amounts of ass is tance a r e  made avai lable  by Sweden, 
Yugoslavia, Republic of China, United Kingdom, I s rae l ,  and I t a ly .  
It i s  hoped t h a t  a DAC meeting plawed f o r  1965 w i l l  s t imulate 
i n t e r e s t  of other countries i n  helping Liberia.  

FY 1966 ~ r o ~ r a m  

The proposed t o t a l  magnitude of A.I .D.  ass is tance t o  Liberia i n  FY 
1966 i s  $$2.5-23.5 rn1;Llion comprised of $7.5 mil l ion f o r  Technical 
~ o ' o ~ e r a t i o n / ~ e v e l o ~ m e n t  Grant a c t i v i t i e s  and @-$& m$Jl,fmn of 

Development Loans. The t o t a l  compares with $13.8 mil l ion and 
$13.3 million i n  the  F i sca l  Years 1964 and 1965, respectively.  

The pr incipal  emphasis of the  FY 1966 program w i l l  be directed to:  

EZhancing t h e  effectiveness of key Liberian agencies and 
departments concerned with development p r i o r i t i e s ,  public 
works administration, i n t e r n a l  secur i ty ,  budgeting expendi- 
t u r e  control, and t a x  administration; 

Developing a consensus among t h e  Government, i t s  pr incipal  
creditors,  po ten t ia l  donors, and t h e  IMF, on t h e  nature and 
seriousness of the  Government's f inanc ia l  and administrative 
problems and possible joint  ac t ion  t o  a l l e v i a t e  theln; 

Studyi.ng f e a s i b i l i t y  of possible  cap i ta l  p ro jec t s  ubich might 
be proposed when Liber ia ' s  budgetary s i t u a t i o n  permits it t o  
support them adequately; 

Improving t h e  qua l i ty  of teaching, curricula,  and administra- 
t i o n  i n  t h e  Liberian educational system and selected in- 
s t i t u t i o n s  engaged i n  the  development of Liber ia ' s  human 
resources; and 

Ehcouraging the  maintenance and improvement of t h e  condition8 
and ins t i tu t ions  t o  support increases i n  productive pr ivate  
investment. 

A P.L. 480 program of approximately $1.3 million is contemplated 
f o r  FY 1966. This w i l l  be comprised of z ( a )  $1.8 million f o r  a 
new T i t l e  TV program which w i l l  provide sa les  proceeds badly 
needed for deveLopment projects;  and (b) $0.3 mil l ion fo r  a con- 
t inuing T i t l e  I11 program t o  provide school lunches f o r  nearly ha l f  
(30,000) of L iber ia ' s  elementary school students and supplementary 
nourishment f o r  babies and t h e i r  mothers. 



Liberia 
( U  A .  F t r c a l  Y e a r s  - M ~ l l r o n s  o f  D o l l a r s )  

-- - --- - - -- - - . - ----PA- - .- -- 
U . S .  O V E  rl S 

TOTAL 

1 9 4 6 -  
1 9 6 4  

REPAY-  
lENTS AND 
l NTEREST 

1 9 4 6 -  
1 9 6 4  

TOTAL 
L E S S  

REPAY- 
MENTS AND 

I N T E R E S T  

!AS  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I O  -- - - A N D  L O A N  A U T H O R I Z A T  

FOREIGN ASSISTANCE 
ACT PERIOD 

MUTUAL SECURITY ACT PERIOD P R O G R A M  

-. 
2 1  

-- 

-- 

-- 

- - 

- 
N o t e :  M i l i t a r y  d a t a  f o r  F Y  1964 a n d  c ' m d a t i v e  t h r o u g h  ; 

L o a n s  ..................................... 
G r a n t s  .................................... 

S O C I A L  PROGRESS TRUST FUND ........................ I - / -  
FOOD FOR PEACE - TOTAL ............................ 

T i t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ............ 
' L e s s :  ( P l a n n e d  f o r  L1.S. U s e s )  ............. 

T I T L E  I  - PLANNED FOR LOANS AND1 GRANTS..  ..... I.. 
1 0 6 c  - G r a n t s  f o r  Common D e f e n s e  .............. - - 

...... 1 0 4 e  - G r a n t s  f o r  E c o n o m r c  D e v e l o p m e n t . .  , - 
.............. 1 0 4 e  - L o a n s  t o  P r ~ v a t e  I n d u s t r y  , - 

................... 1 0 4 g  - L o a n s  t o  G o v e r n m e n t s  - - 
T I T L E  1 - A S S ' T  FFOM OTHER COUNTRY SALES AGRMT'S.  
T I T L E  I  I - EMERGENCY R E L I E F  AhlD ECON. DEVELOP..  . 
T I T L E  I l l  - VOLUNTARY R E L I E F  A G t N C I E S  ........... 
T I T L E  I V  - DOLLAR CREDIT.  SALES..  . ............... 

EXPORT- IMPORT BANK LONG-TERM LOANS.. . . ............ 

............................ T O T A L  E C O N O M  I c.. 6.8 
L o a n s .  .................................... 
C r a n t s  .................................... 2.1 

M I L I T A R Y  ASSISTANCE PROGRAM - (Chg .  t o  APP*)L .. . . F I , v  
( A d d r t ~ o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s )  ....... 

OTHER M I L I T A R Y  ASSISTANCE ......................... 
TOTAL M I L I T A R Y  .............................. - 

.................................... L o a n s .  
G r a n t  ..................................... 

~ o a n r . .  ..................................... 6.8 10.6 
G r a n t s  .................................. .I - I 2.1 

+ Less than $50,000. 84 a r e  e s t i m a t e s .  

ASSISTANCE FROM INTERNATIONAL A G E N C I E 5  
F Y  1 9 6 2  F V  1 9 6 p  F Y  1 9 4 6 - 6 4  

IBFUI - World Bank . . . . . . .  3.2 3.2 
... UN Tech. Ass't. (a) 0.L 0.h 3.9 

UN SpecFal Fund ......... 1.0 2.0 

5 I NO-SOV 1 ET  BLOC ASS l STANCE 
....................... 1 9 6 3  I C a l e n d a r  Y e a r )  , 

...................... 1 9 6 4  i C a l e n d a r  Y e a r ) .  - 
C u r n u l a t  i v e  T h r u  1 9 6 4 . .  ..................... - 
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Nigeria - GENERAL ECONOMIC DATA 

Calendar Years 

BASIC DATA 

. . . . . . .  Population (millions - mid-1964) 43-SO* 

. . . . . . .  Annual Growth Rate (percent). 2.2-2. 

Area (1000 square miles) ............ 357 
Population Density per square mile. ... 119 

Agricultural Land a s  % of Total Area . . . .  24 
Percent of Populution in Agriculture ... 75 

............ Life Expectancy n.a. 
............ ... People per Doctor. ; 27,100 

Literacy Rate (percent) ...-......... 20 
....... Pupils a s  Percent of Population. 7 

(Primary .G Secondoryl 

* Estimated range pending study of 1963 census 
f igure  of 55.6 million. General economic data 
shown are based on pre-census ser ies .  

$ M ~ l l ~ o s  
1962 P r m s  

NIGERIA -GROWTH TRENDS 
1nmo 'sol.) 

I I GROWTH RATE 1 

4,500 -- I Avotlobla Resources 
/ - 

A nnn ~ t f  Fortian Bolonce / , G y  l+ti 

I *Sum of Net Fomqn Balance B Saronqr 

iROWTH INDICATORS 
Total GNP (in 1962 prices; S millions,*d. . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP ldollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . . . .  
Net Foreign Balance a s  % of GNP. . . . . . . . . . . . . . .  
Agricultural Prod. Index (1 952.54= 100) . . . . . . . . . . .  

Index per Capita . . . . . . . . . . . . . . . . . . . . . . . .  ......... Sorghum and Mil le t  (1,000 MT) 

............ Crude O i l  FXports (1,000 MT) 

NTERNATIONAL TRADE (S millions) ...................... Total Exports (1.0. b. ). 
Peanuts and Peanut O i l  ............... 

....................... Total Imports ( c .  i./. J 

. . ..................... Trade Balance 

;OLD & FOREIGN EXCHANGE (zd2{~tz). . . . . .  
........... :OST OF LIVING INDEX (1958= 100). 

:ENTRAL GOVERNMENT FINANCES *b/ 
(FY Ending March 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  (De /mse  Expenditures). 

. . . . . . . . . . . . . . . . . . . . . . .  (Capitol Outlays). 

Total Domestic Rwenues . . . . . . . . . . . . . . . . . . . .  
As percent o/ GNP ....................... 

.................... Deficit (-1 or Surplus (+). 

- Million Dollar Equivalents - 
1963 1964%;: ) 1965(Budget) 

b70 48 2 566 
(24) (40) (48) 

(163) (140) (166) 

398 372 405 
10.7 9.6 9.8 

-72 -110 -161 

Converted a t  $2.80 per Nigerian pound. 

a/ FY beginning April 1. - 
b/ Consolidated statement of Central and Regional Government Finances. - 

PREVlOUS PAGE BLANK 
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PROGRAM SUMMARY 

(1n millions of do l la r s )  
Fy 1964 FY 1965 FY 1966 
Actual Ea tha ted  Proposed 

Technical Cooperation 14.2 17.7 20.3 
~ k v a l o p n t  L&S 3 . 4  3 5 3  28**99,0 

T o t d  A.I.D. Aseietance 45.6 53d 

U.S. Objectivee an8 Aseistance Policy 

The United States  provide8 Nigeria with major developent  aupport 
t o  aas ie t  it t o  continue developing ae a strong, united and inde- 
penUent nat ion baaed on democratic principlee,  which provides 
moderate l e d e r e h i p  and a senee of d i rec t ion  t o  other countriea 
and groups within Africa. Nigeria i s  one of the e ight  countries 
i n  t h e  world i n  which A.I.D. i e  conducting a general &evelopent  
program. 

Nigeria has t h e  largeet  population of any country i n  Africa. It 
has a aubatant ia l  her i tage of Br i t i sh  p o l i t i c a l  and economic 
ins t i tu t ion8  an8 has adopted a parliamentary form of government. 
Nigeria'e l e d e r a  a re  attempting t o  bui ld  a cohesive nation uni t ing 
8iveree regiona an8 peoplee i n t o  a federal  system based on demo- 
c r a t i c  precepte, providing f o r  to le ra t ion  of minorit ies,  safe- 
guards f o r  indiviaual r igh t s ,  and a eel-loua commitment t o  the  r u l e  
of law. The national e lect ion8 held i n  Lkcember 1964, t h e  f i r a t  
since independence, demonetrate the  s e a r e  divlaiona Nigeria seeks 
t o  overcome, but they aleo reaffirm Nigeria's determination t o  
adhere t o  const i tut ional  and democratic procesaee. In the  economic 
r e a h  also,  Nigeria r e l i e s  heavlly on pr ivate  i n i t i a t i v e ,  both 
domestic and foreign, t o  spur growth, and looke t o  the  West f o r  
development support. 

Nigeria i s  playing a constructive leadership role  i n  Africa. It 
has taken an act ive and poei t ive  r o l e  i n  internat ional  conference8 
on vital iaeuee affect ing peace and s t a b i l i t y  i n  Africa and the  
World. Nigeria a le0 took a strong poeition supporting t h e  U.S. 
decision t o  par t i c ipa te  i n  reecuing hostages from the  Congo. It 
has provided troopa f o r  Tanzania and the  Congo, and pol ice  forces  
f o r  t h e  Congo. 

Nigeria's well-balanced reaource base o f fe r s  prospects f o r  s i g n i f i -  
cant progress under i ts  aounclly conceived six-year economic develop- 
ment plan. Its reeources comprise an induetrious people, a 

divereif ied and productive agriculture,  varie8 fo res t  products, 
s ign i f i can t  deposits of o i l  and natural  gas, euch other minerals 
as  coal an8 t i n ,  and good po ten t ia l  f o r  hydroelectric parer,  
industry, and f i eher ies .  

U.S. assiatance policy i s  t o  support the  Nigerian Lkvelopment 
Plan, and t o  take a leadership r o l e  i n  obtaining s imilar  support 
from other f ree  worl8 countriea. The major element i n  t h i a  
s t ra tegy i s  the  commitment by t h e  Unite8 Statea t o  provide a id  
of $225 million during the  Plan period (1962-68), subject t o  the  
development of projecta meeting A.I.D. o r  E x - I m  Bank c r i t e r i a  
and t h e  a v a i l a b i l i t y  of funda. To date, about $100 mil l ion hae 
been obligated against t h i a  commitment. Internat ional  i n s t i t u -  
t ions  and other f r e e  world donors have a l so  m d e  aubatantial  
comitments, and a r e  being pressed t o  supply the  remainder of the  
$900 mil l ion i n  foreign assistance require8 t o  carry out the  Plan. 
The Plan projects  public and pr ivate  investment of $3.3 b i l l i o n .  

Achievement, Self-Help, the  Role of Other Donore 

The broad goal of Nigerian planning is  t o  bring the  country aa 
rapidly as  possible t o  a posi t ion of sel f -susta ining economic 
growth -- hopefully not l a t e r  than the  end of the  Third o r  Fourth 
six-year National Plans -- i n  the  1980's. The preaent Plan c a l l s  
f o r  an annual growth r a t e  of 4$ and an investment r a t e  of 14$ of 
GNP. Although performance under t h e  Plan has been commendable, 
t h e  achievement8 thus f a r  have f a l l e n  somewhat short  of the  
t a r g e t s  s e t ,  and growth r a t e s  would need t o  approach the  5$ l e v e l  
i n  the  remaining years of the  Plan t o  compensate f o r  the  slower 
growth a t  the  s t a r t  of t h e  Plan. 

Nigeria's GNP rose by about 4% i n  1964, the  amount estimated i n  
the  Plan. There were continuing increase8 i n  production of 
petroleum, cement, e l e c t r i c  paver and agr icu l tu ra l  commodities. 
Nigerian farmers a r e  able  t o  r a i s e  nearly all the food required 
f o r  domestic consumption and, i n  addition, produce a wide range 
of agr icu l tu ra l  commodities f o r  export. Expol-te rose 16$ t o  over 
$600 million. Although gold and foreign exchange reaervea con- 
t inued t o  decline i n  1964, increases i n  petroleum exports should 
ease balance-of-payment d i f f i c u l t i e s  by 1966. In te rna l  p r ices  
remained f a i r l y  steady, although recent wage increases a r e  expected 
t o  push pr ices  up i n  1965. Government 8omestic revenues have 
increased by one-third aince 1960, but l a rger  increases a re  needed 
t o  meet r i s i n g  recurrent cos t s  and development plan goals fo r  
cap i ta l  investment . 
The output of Nigeria 's  educational syatem i s  increasing, and i t e  
d i rec t ion  and emphaaia i s  being changed. A.I.D. i s  a s s i s t i n g  i n  
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i n  t h i s  by providing t h e  services  of contract s t a f f  members 
(over 150 i n  1964) t o  a s s i s t  Nigerian educational ins t i tu t ions ,  
a s  wel l  a s  by provitling advlce through i ts  d i r e c t  h i r e  s t a f f .  
Altogether, A.1.D.-assisted i n s t i t u t i o n s  graduated 390 teachers 
i n  FY 1964. More important than the  quant i ta t ive  output a re  the  
changes i n  d i rec t ion  and emphasis. For example, the  Aiyetoro 
Comprehensive Secondary School, offer ing vocational and commercial 
courses as  wel l  a s  the  conventional academic program, has been so 
successful t h a t  t h i s  new concept of secondary education w i l l  soon 
be applied t o  other schools i n  Western Nigeria. Flans were 
approved f o r  the  Federal Advanced Teacher College, which has now 
admitted i ts  t h i r d  c lass ,  t o  become the  College of Education of t h e  
University of Lagos. A t  t h e  University of Nigeria, which has grown 
t o  2,500 students i n  four years, t h e  concept of gearing univers i ty  
education t o  Nigerian development needs i s  being successfully 
pioneered. The Adult Education Center of t h e  University -- t h e  
f i r s t  i n  Nigeria -- w i l l  be completed ea r ly  i n  1965. A.I.D. 
advisors, by the  end of 1964, had ass is ted i n  t h e  t ra in ing  of 
almost 1,500 agr icu l tu ra l  a s s i s t a n t s  and superintendents i n  four 
schools i n  the  th ree  regions of Nigeria. In  the  Western and 
Northern regiona alone, these  graduates work as  extension agents 
with about 900 v i l l a g e  canrmittees and have a po ten t ia l  influence 
over 125,000 individual farmers, 

Significant progress has been achieved i n  Nigeria's f i s h e r i e s  
industry which i s  important because it contributes protein  t o  t h e  
d i e t .  With A.I.D. assistance, t h e  Western Nigerian Cooperative 
Fisher ies  Association es tabl ished a f i s h  dock near Lagos, including 
unloading f a c i l i t i e s ,  cold s t o r e s  and i c e  making equipment. 
Largely due t o  t h e  e f f o r t s  of a U.S. advisor, f resh f i s h  marketing 
through t h i s  f a c i l i t y  has grown from nothing t o  12,000 lbs.  per 
week during t h e  f i r s t  s i x  months of operation. In t h e  Eastern 
Region, production of chickens increased t o  200,000 i n  a four-year 
period, reeul t ing I n  a 50% decrease i n  egg pr ices .  

In  1963 pr iva te  i n d u s t r i a l  p ro jec t s  representing a t o t a l  investment 
of $76 million were placed i n  operation -- two-thirds of t h i s  
mount i s  e a t b a t e d  t o  have come from foreign investors.  Within 
the  past  year, two U.S. firms, Indian Head Mills and t h e  Business 
and Industry Development Company, have placed projects  i n  opera- 
t ion.  Also i n  the  past  year an Indus t r i a l  Development Center a t  
Enugu i n  t h e  Eastern Region has begun t o  a s s i s t  a m a l l  Nigerian 
entrepreneurs with guidance from th ree  i n d u s t r i a l  development 
advisors. 

In some areas  Nigeria is  doing wel l  in self-help; i n  others 
improvement i s  needed. The maintenance of a re la t ive ly  f r e e  
econcrmy r e s u l t s  i n  a good clFmate fo r  foreign and domestic p r iva te  
investment. Domestic savings a r e  r e l a t i v e l y  low, about 11% of GNP, 

but t h e  government i s  act ive  i n  e f f o r t s  t o  increase savings and 
channel them i n t o  productive investment. Revenues have been 
increased by ra i s tng  customs dut ies  and s a l e s  taxes  and reorgan- 
iz ing the  col lect ion of income taxes.  The Nigerian Government 
is contributing a t  l e a s t  20% of t h e  coat of A.I.D. c a p i t a l  pro- 
j ec t s  and i s  financing all recurrent costa. Steps must a t i l l  be 
taken by Nigeria t o  use l e s s  short-term contractor financing 
r e s t r a i n  a e f i c i t  f inancing and c red i t ,  and c u r t a i l  increases i n  
recurrent expenditures i n  order t o  make more funds avai lable  f o r  
investment. Public sector  investment was only 62% of t h e  t a rge t  
during the f i r s t  two years of t h e  R a n .  

Significant amounts of c a p i t a l  assistance have been pledged by 
other f ree  world s m e s ,  notably i n  connection with the  $208 
mil l ion Niger Dam project ,  which has been t h e  foca l  point of a id  
coordination by t h e  IBRD Consultative Group. Prospects for  t o t a l  
non-U.S. ass is tance over t h e  R a n  period (1964-68) i n  terms of 
expenditures a r e  estimated a t  $148 mil l ion from the  IBRD and i ts  
a f f i l i a t e s ,  $143 mil l ion from t h e  United Kingdom, $25 mil l ion 
from I ta ly  and $126 mil l ion from Germany and others, o r  a t o t a l  
of $442 million. Technical ass is tance is  a l s o  being furnished by 
t h e  UN, the United Kingdom, Germany, t h e  Ford Foundation, and 
others. Despite these  l a r g e  amounts of a id  from f r e e  world 
sources, Nigeria's domestic financing of c a p i t a l  expenditures f o r  
the  1962-68 R a n  i s  w e l l  ahead of t h e  external  financing. The 
Nigerian portion is now projected a t  61% of t o t a l  financing as  
compared wlth 50% cal led f o r  by t h e  Flan. 

FY 1966 Program 

The A . 1  .D. program planned f o r  FY 1966 includes 
i n  Development Loans and $20.3 million f o r  Tech 

The Development Loan program f o r  FY 1966 be i n d i v i q w  ,pro- 
jects  contained i n  the  development plan. 'Lolittls m w 
arpo*a, rwrga, 'knd wahr i r t ~ g p l y  syataros. In  FY 1963 a loan 
was made fo r  t h e  Ibadan Water Supply. FY 1964 loans were f o r  the  
Calabar-Ikam road, construction equipment f o r  t h e  Niger Dam, t e l e -  
communications engineering services,  t h e  Port Harcourt Comprehen- 
s ive  School, and teacher t ra in ing  schools i n  Northern Nigeria. 
In FY 1966 several  f e a s i b i l i t y  s tudies  are  a l so  planned f o r  
possible f i t u r e  projects ,  such as  p a r t s  of t h e  Federal road 
ayatem and water supply projects .  

The Technical Cooperation program w i l l  continue t o  place primary 
emphasis on education, pa r t i cu la r ly  vocational and teacher t r a i n -  
ing, agriculture,  and industry.  
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Over ha l f  t h e  t o t a l  FY 1966 Technical Cooperation program is 
concentrated i n  the  p r i o r i t y  area  of education. The goal of t h e  
Nigerian Government i s  t o  t r a i n  140,000 men and women i n  pro- 
fess iona l  d technical s k i l l s  by 1970, a substant ia l  upward 
revis ion based on recent s tudies  of the  needs for t ra ined man- 
power. Nigeria plans t o  t r a i n  suf f ic ien t  teachers t o  provide 
primary education fo r  all children i n  t h e  South and 25% of the  
children i n  the  North by 1970, a@ t o  teach an addi t ional  l30,OOO 
more secondary students. The A.I.D. program i s  devoted, therefore,  
t o  teacher t ra ining,  secondary education, agr icul tural  education, 
technical  and vocational t ra ining,  professional education a t  t h e  
univers i ty  l eve l ,  communications media, and tes t ing  and guidance. 
Aid w i l l  continue t o  the  Federal Advanced Teacher College, 
Olunloyo College of Education, and Kano Teacher Training College. 
Teacher t r a i n i n g  w i l l  be expanded i n  the North by an additional 
loan t o  construct teacher t ra in ing  f a c i l i t i e s  and by the provision 
of technical  servlces by an American university. University con- 
t r a c t  ass is tance w i l l  continue fo r  two comprehensive secondary 
schools i n  t h e  South which a r e  models f o r  a concept of education 
new t o  Nigeria. Agricultural schools are  being expanded through- 
out t h e  country. Assistance t o  the  Technical College a t  Ibadan 
w i l l  continue. American univers i ty  s t a f f s  at four of the  f i v e  
u n i v e r s i t i e s  w i l l  continue, with emphasis placed on agr icul ture ,  
veter inary medicine, engineering, and business and public admin- 
i s t r a t i o n .  The University of Nigeria w i l l  continue t o  be ass is ted 
t o  develop along the l i n e s  of an American land grant college. 
Many of these  projects  a re  being ass i s ted  by Peace Corps Volunteers, 
over 500 of wham are  teaching i n  Nigeria, and A.I.D. operating 
technicians.  It is expected t h a t  the  number of t h e  l a t t e r  w i l l  
increase i n  the  near fu tu re  as  Nigeria's administrative require- 
ments o u t s t r i p  t h e  a v a i l a b i l i t y  of t r a ined  sdministrators. During 
FY 1965, A.I.D. requested Education and World Affairs t o  re-  
evaluate t h e  A.I.D. educational program i n  Nigeria i n  the  l i g h t  
of experience and current manpower requirements. 

Another high p r i o r i t y  i n  Nigeria development planning and i n  A.I.D. 
ass is tance i s  agr icul ture ,  which engages the  large majority of the  
population and receives 3046 of our Technical Cooperation aid.  The 
Nigerian goal i s  t o  increase production of agr icul tural  commodities 
by about 45% by 1972 i n  order t o  feed the  rapidly grarlng popula- 

t ion ,  Improve d i e t s ,  and increaae exports. The A . I . D .  agr icul-  
t u r a l  program i n  Nigeria i s  designed primarily t o  develop Nigerian 
manpower and i n s t i t u t i o n s  which w i l l  plan and carry out agr icul-  
t u r a l  development programs, and secondarily t o  improve the use of 
avai lable  agr icu l tu ra l  educational i n s t i t u t i o n s ,  upgrade extension 
servlces,  conduct research on food grains and other crops, improve 
l ivestock and range management techniques, explore water resources, 
and a s s i s t  i n  s o i l  conservation, d i s t r ibu t ion  and marketing, and 
agr icu l tu ra l  c red i t .  A.I.D. i s  ass i s t ing  the  agr icu l tu ra l  colleges 
of the  University of Nigeria, Ahmadu Bello University, and the 
University of I f e  i n  planning f a c i l i t i e s ,  se lect ing equipment, 
and developing curr icula  and research programs, and is  furnishing 
personnel t o  teach u n t i l  enough qual i f ied Nigerians a r e  avai lable  
t o  f i l l  the  s t a f f  positions.  When the agr icu l tu ra l  f a c i l i t i e s  
are  f u l l y  established and s ta f fed ,  each i n s t i t u t i o n  w i l l  take i n  
100 students a year fo r  a four-year degree course. In  addition 
t o  the  need fo r  substant ia l  increases i n  univers i ty  graduates 
with specialized s k i l l s  i n  agr icul ture ,  there  i s  a large demand 
for  people with "less than degree" t ra in ing  t o  f i l l  sub- 
professional positions i n  the  Ministries of Agriculture. A . I .D .  
i s  supporting the non-degree l eve l  i n s t i t u t i o n s  of the regional 
governments by furnishing technicians,  teaching materials,  equip- 
ment and some construction assis tance to  f i v e  schools of agr icu l -  
ture ,  13 farm t ra in ing  i n s t i t u t e s ,  and one veterinary t ra in ing  
center. A thorough long-range study of the  needs of Nigerian 
agr icul ture  and an evaluation of the A.1.D.-Nigerian agr icu l tu ra l  
development programs a re  being made. The survey w i l l  place em- 
phasis on ways t o  increase investment i n  productive agr icul ture .  

Recognizing t h e  Fmportance of developing domestic production and 
stimulating in te rna l  and external  t rade,  A . I . D .  i s  a ss i s t ing  
indus t r i a l  development i n  Nigeria through a contract fo r  the  pro- 
motion of foreign pr iva te  investment and by giving technical 
ass is tance t o  two regional centers for  the  development of p r iva te  
indigenous industry. With the  help of the  A.I .D.  Housing Team, 
indus t r i a l  housing pro jec t s  f o r  l o w  and medium income groups have 
been constructed i n  the  res iden t ia l  area of Port  Harcourt and a r e  
under construction elsewhere. A.I.D. a l so  w i l l  continue t o  supply 
housing and f inanc ia l  advisors t o  the  Eastern Nigeria Housing 
Corporation. Pursuant t o  an A.1.D.-financed f e a s i b i l i t y  survey, 
two savlngs and loan associat ions  have been opened i n  the  Eastern 
Region, and more a re  planned. 
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Int l l .  Mnance Corp. . . . .  2.2 2.2 



Tunisia 

Tunisia - 

BASIC DATA 

Population (millions - mid-1 964) ....... 
....... Annual Growth Rate (percent). 

Area (1000 square miles) ............ 
Population Density per square mile. ... 

Agricultural Land a s  % of Total Area . . . .  
Percent of Population in Agriculture ... 

Life Expectancy (years) ............ 
People per  Doctor. ................ 

............. Literacy Rate (percent) 
....... Pupils a s  Percent of Population. 

(Primary 6 Secondary) 

$ Ullllom 
1962 Prcer - 

TUNISIA - GROWTH TRENDS 
(Rot80 ~01 .1  

I 
I I GROWTH RATE I 

I Net Fmign Bolonee, , 

GENERAL ECONOMIC DATA 

Calendar Years 

iROWTH INDICATORS 
Total GNP (in 1962 prices; J milltons,*. . . . . . . . . . .  

. . . . . . . . . . . . . . . . . .  Per Capita GNP (dollars) 

Investment a s  percent of GNP. . . . . . . . . . . . . . .  
Domestic Savings a s  % of Investment. . . . . . . . . . .  
Net Faeign Balance as % of GNP. . . . . . . . . . . . .  
Agricultural Prod. Index (1 952-54= 100) . . . . . . . . . . .  

Index per Capita ........................ .......... ....... Olive O i l  (1,000 MT) ; 

...... Mining Production Index (1958=100) 

NTERNATIONAL TRADE (S millions) ........ ............. Total Exports (1.0.6.). ., 
Phosphate ( ~ o c k  & ~ e r t i l i z e r )  ......... 

Total Imports fc. i. f.) ........................ 
. . . . . . . . . . . . . . . . . . . . . . .  Trade Balance 

30LD & FOREIGN EXCH4NGE . . . . .  
:OST OF LIVING INDEX (1958= 100). ........... 
2ENTRAL GOVERNMENT FINANCES * 

(FY Ending December 31) 

Total Expenditures . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . .  Total Domestic Revenues 

As percent of GNP. . . . . . . . . . . . . . . . . . . . . . .  
Deficit (-) or SurpIus (+) . . . . . . . . . . . . . . . . . . . . .  

1964 E s t .  

800 
174 

27 
38 
17 

116 
89 
86 

100 

- Mdlion Dollar Equivalents - 
(Rev .  

1962 1963 19& sad.) 

265 288 309 
(19) (17) (17) 

(116) (135) 

$ Converted a t  .@O dinars per U.  S. dollar.  

a/ Includes cap i t a l  expenditures of Work .Relief Program.lf - 
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PROGRAM SUMMARY 

(1n mil l ions  of do l l a r s )  
F'Y 1964 FY 1965 Fy 1966 
Actual Estimated Proposed 

Development Loans 20.2 8.0-24.5 
Technical Cooperation 1.5 1.5 
Contingency Fund - 0 . 3 9  

Total  A . I .D .  Assistance 21.7 9.8-26.3 17.5-3h6 

Programmed th ru  1;1/31/64. 

U.S. Ob,jectives and Assistance Policy 

U.S. aid t o  Tunisia i s  based on the  fac t  t h a t  it has a s t ab le ,  
e f f i c i e n t ,  popularly based government dedicated t o  s o c i a l  and 
economic development, t h a t  is  bas ica l ly  pro-Western, and t h a t  
serves a s  a demonstration t o  the  Arab and African w3rld of 

soc ia l  and economic progress i n  cooperation w i t h  t h e  Free World. 
Tunisia has eschewed the  more radical  methods of economic develop- 
ment. Her external  po l i c ies  a re  determined by enlightened s e l f -  
i n t e r e s t  r a the r  than any predetermined doctr inaire  position. 

In  her  dr ive  fo r  soc ia l  and economic development, ~ u n i s i a  i s  
handicapped by l imited na tu ra l  resources. Nevertheless, a top 
l ayer  of capable and r e l a t  ively  well-trained administrative 
cadre produced a ten-year Development Perspective,. 1961-1970, 
and a Development Plan f o r  the  f i r s t  th ree  years. The Plan c a l l s  
f o r  a subs tan t i a l  se l f -he lp  e f f o r t  which has been successfully 
a r t i cu la ted  t o  the  people. 

U.S. support f o r  Tunisian development i s  designed t o  accelera te  
t h e  co m t r y ' s  progress and demonstrate t h a t  such progress can be 
achieved through responsible and pragmatic pol ic ies .  Tunisia 
i s  one of t h e  e ight  countries t o  which A . I . D .  extends general 
development support. Recognizing t h a t  the  objectives which the  
United S ta tes  shares with Tunisia can be met only i f  considerable 
amounts of outs  ide aid a re  provided, the  United S ta tes  Government 
made a commitment i n  July  1962 t o  support TunYsia's Three-Year 
Development Plan up t o  a l eve l  of $180 mill ion. The Plan cal led 
f o r  t o t a l  investments of approximately $785 million, a 60% 
increase over the  1960-62 average. Half of t h i s  investment was 
t o  come from Tunis ia ' s  own resources. The U.S. commitment t o  
the  Plan was designed t o  supply about half  of t n t a l  external  
he lp  o r  one-fourth the  investment estimated by t'qe Plan. U.S. 
assistance,  emphasizes loans f o r  high-pr ior i ty  proJects.  It 

a l s o  provides fo r  some commodit~r 1mpo.ts. an extensive input of 
"Food f o r  Peace" commodities, and the  technical  ass is tance 
necessary t o  insure  t h e  effect iveness  of the  f u l l  range of U.S. 
assistance.  

Achievement, Self-Help, the  Role of Other Donors 

Recent accomplishments range from considerable s t r i d e s  i n  agri-  
c u l t u r a l  d ive rs i f i ca t ion ,  school enrollment, and housing t o  
appreciable foreign investments i n  ce r ta in  key sec to r s  and ad- 
herence t o  p o l i t i c a l l y  unpopular wage and p r ice  r e s t r a i n t s .  A 
large-scale  program t o  divers i fy  and in tens i fy  agr icu l tu re  i s  
under way with spec ia l  emphasis on t r e e  f r u i t s ,  nuts and ear ly  
market vegetables i n  response t o  Europe's graring demands. With 
U.S. aid,  nurser ies  were s e t  up which now d i s t r i b u t e  annually 
2.5 mil l ion t r e e s  and 50 mil l ion vegetable short  stock. The 
food processing ;ndustry i s  expanding simultaneously and i s  
earning addi t ional  foreign exchange. Tunisia has a l s o  succeeded 
i n  a t t r a c t i n g  p r iva te  and semi-private investment fo r  some key 
sectors:  the  Swedes s e t  up a phosphate p lan t j  t h e  I t a l i a n s  
b u i l t  an o i l  ref inery;  and commercial o i l  and gas s t r i k e s  have 
already resul ted from concessions granted t o  a number of com- 
panies. 

It was r ~ a l i z e d  by t h e  U.S. and Tunisian tiovemments a t  the  time 
of the  conrmitment t h a t  the  Three-Year Plan was oversmbitioua i n  
t e r m  3f investment t a r g e t s  and m u l d  probably involve a s t re tch-  
out of the  $180 mil l ion U.S. conmrltnent . Nevertheless the  
Tunlslsns managed t o  push gross investment t o  26% of GNP from 
1962 thrmgh 1964, thus e s s e n t i a l l y  a t t a in ing  the Plan's invest-  
ment t s r q e t s .  GNP, h m v e r ,  did not Increase according t o  the  
Plan, and would have been f a r  below the  Plan's ant ic ipated 6% 
annual gr3wth r a t e  had there  not been a bumper crop I n  1963. 
The average gro-Ah of only 3 6 4 %  per year f o r  the  1963-64 period 
i s  a t t r ibu ted  t o  Tunisia 's  heavy emphasis on i n v e s t w n t s  ~ l c h  
provide long-run r a t h e r  than immediate eczmmlc re turns ,  e.g. ,  
heavy concentration on dams and i r r i g a t i o n .  

The high l e v e l  of investment a l s o  increased demands f o r  imports, 
which, together  wi th  poor crops i n  1961 and 1962 and f luctuat ions  
i n  French aid,  resul ted i n  rapid de te r io ra t ion  i n  Tunisia 's  
balance of payments and a sharp decl ine  i n  foreign exchange 
reserves.  The l a t t e r  reached a c r i t i c a l  l eve l  by the  f a l l  of 
1964 -- gross reserves declined from $73 mil l ion a t  t h e  beginning 
of t h e  year t o  $42 mi l l ion  a s  of September 30 and net reserves 
f e l l  f a r  more sharply. Tunisia immediately sought IBRD and 
Internat ional  Monetary Fund (IMF) assistance.  A s  recommended by 
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the  N, the  Government devalued the  dinar  by 20% and took other 
s t a b i l i z i n g  measures such a s  p r i ce  and wage controls ,  thereby 
becoming e l i g i b l e  f o r  an IMF standby c r e d i t  of $14.2 mill ion. 

Tunisia has publ ic ly  s t a ted  i t s  intent ions  t o  take any necessary 
addi t ionel  s t eps  t o  strengthen i t s  f inanc ia l  and economic posi- 
t ion.  It has s t re tched out t h e  ex i s t ing  Three-Year Plan and 
delayed issuing the  new Four-Year Plan i n  order t o  adjust  t h e  type 
and l e v e l  of investments t o  meet these  problems. Indicat ions  a r e  
t h a t  t h e  new plan w i l l  heavily emphasize investment i n  more 
immediately productive a c t i v i t i e s  with a cutback i n  housing and 
in f ras t ruc tu re  investment. 

Tunisia has  made progress i n  i t s  e f f o r t s  t o  a t t r a c t  ex te rna l  a s s i e t -  
ance from a wide v a r i e t y  of sources through the  IBRD consul ta t ive  
group, the  UN, and i ts  b i l a t e r a l  contacts.  Between 1961 and 1964 
about $150 mil l ion i n  non-U.S. a id  was committed t o  Tunisia, in-  
cluding about $48 mi l l ion  f rom Communist countries.  Roughly 
two-thirds of these  commitments consisted of project  ass is tance.  
Only France ($20 mil l ion)  and Kuwait ($11.2 mil l ion)  provided 
any l a r g e  amounts of non-project o r  balance-of-payments support. 

Of even greater  Importance f o r  Tunisia 's  longer-term development 
a re  he r  t r ade  r e l a t i o n s  which a re  undergoing fundamental change 
causing considerable s t r a i n  on the  economy. France has terminated 
t h e  p re fe ren t i a l  treatment previously accorded t o  Tunisian exports 
of wheat, wine and c i t r u s .  Tunisia i s  now engaged i n  discussions 
concerning same type of associa t ion with the  European Economic 
c m u n i t y  (EEC). 

FY 1966 Program 

Id order t o  determine fu tu re  levels ,and types of aid,  the  United 
Sta tes ,  i n  October 1964, began a comprehensive study t o  review 
Tunisian progress under the  i n i t i a l  Three-Year Plan, project tons  
f o r  fu tu re  growth i n  the  forthcoming Four-Year Plan, and the  in- 
t e r n a l  and non-U.S. external  resources l i k e l y  t o  be available.  
The preliminary findings of the  study a re  encouraging with regard 
t o  Tunis ia ' s  long-term prospects. 
The p ro~oeed  FY 1966 program Kill concentrate i t s  e f f o r t s  on those 
areas  which, given the  experience of t h e  Three-Year Plan, o f f e r  
t h e  bes t  opportuni t ies  f o r  accelera t ing production, increasing 
domestic revenues, and improving t h e  balance-of-payments posi t ion 
of Tunisia. 

A s  i n  the  past ,  Development Loans w i l l  comprise the  major c y o n e n t  
of U.S. aseis tance and a r e  expected t o  t o t a l  $1.640-32r5 nEtJ.ion 
i n  FY 1966. The b e s t  development prospects appear t o  be i n  

phoep'mtes, chemicals, tourism, and f r u i t  and vegetable production 
and processing . ~-%pend.ing upon the ramiulha of eeonamio yld 

tcahnical  feasibility stuil ics and Che a v a i l a b i l i t y  of a t e r n a t e  
sourass of flnanoing, posaibla 'FY 1966 Development Loans might 
be for phosphate expansion an8 dcvelogmcnt banks. In  d d l t i a n ,  
a program l o w  to finance caiunodities e ssen t i a l  to t h e  Tunisisn 
economy may be neatasary t o  maintain Tunisia's progresa in view 
of t h e  current balance-of-payment8 d e f l c i t  and shortage of  
foreign exchange reserves. The 'Jnited S ta tes  Government w i l l  
continue i ts  e f f o r t s  t o  have the  IBRD Consultative Group 
address i t s e l f  t o  Tunis ia ' s  requirements f o r  non-project a id .  

The Food for Peace program, excluding T i t l e  I i s  expected t o  
t o t a l  about $20 mil l ion a t  CCC p r i ces .  P.L. 480 foodstuffs  
enable the  Government of Tunisia t o  continue a va r ie ty  of 
important soc ia l  and economic p ro jec t s  which ~ t r l e rwise  would 
not be possible given i ts  l imited budgetary resources. $3 
mil l ion of T i t l e  I1 commodities w i l l  be used i n  a school 
lunch programj $14 mil l ion of foodstuffs w i l l  supplement cash 
wages paid t o  150,000 otherwise unemployed workers engaged i n  
labor-intensive development p ro jec t s .  Additional foodstuffs  
valued a t  $3 mi l l ion  w i l l  be made avai lable  under T i t l e  I11 t o  
in ternat ional  voluntary agencies f o r  r e l i e f  program t o  
chronically needy people. 

T i t l e  I sales  a r e  d i f f i c u l t  t o  estimate because t h e i r  l e v e l  i s  
re la ted t o  severe mings  i n  Tunisian food production stemming 
from va@;aries of North African weather. 9&es might mraxi&$te 
$6 millton. 

Technical Cooperation i s  expected t o  remam i n  Fv 1966 a t  1 . 5  
mill ion. The areas  of concentration w i l l  remain the  same in-  
cluaing agr icu l tu ra l  production (especia l ly  from ex i s t ing  f a c i l i -  
t i e s ) ,  s o i l  and water conservation, manpower improvement through 
education and t ra in ing ,  and stimulation of p r iva te  investment. 
Agriculture i s  s t i l l  the  key sec to r  with good po ten t i a l  f o r  in- 
creasing productivity through b e t t e r  use of ex i s t ing  f a c i l i t i e s  
and land-use change. U.S. technical  ass is tance t o  da te  has made 
substant ia l  contr ibut ions  i n  increasing and divers i fying agr i -  
cu l tu ra l  production including f r u i t s  and vegetables, l ives tock 
and poultry and water resources development. 

Tunisia's professional and technical  manpower problem was made 
acute when more than 80% of t h e  250,000 French l i v i n g  i n  the  
country a t  the  time of independence i n  1958 departed. Consider- 
able  amounts of U.S. ass is tance,  both i n  the  form of Development 
Loans f o r  f a c i l i t i e s  and technical  ass is tance f o r  t r a in ing  have 
been provided i n  support of Tunis ia ' s  l a rge  program i n  t r a in ing  
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an6 education. In agricultural education, the United st&t& 
Government has supported the development of vocational -1- 
cultural schools and is financing the construction and the 
staffing of a land grant type Agricultural College under contract 
with Texas A & M. A variety of aid projects is designed to in- 
crease trained manpower in business and industry including: (a) 
participant training program in the fields of engineering, petro- 
chemicals, business administration, and accountingj (b) an auto- 
motive mechanics school at Arianaj and (c) construction and pro- 
vision of interlm staff for the School of Econamics and Busi- 
ness Administration in the University of Tunis. However, the 
problem of developing skilled managerial and operating personnel 
remains one of the chief bottlenecks to increasing productivity 
and this shortage ie increasing as new productive facilities are 
added. Consequently, efforts will be made to accelerate training 

programs, to provide for more participant training and to con- 
sider the provision of key operating personnel. Finally, the 
U.S. assistance program will continue its efforts to encourage 
and help the Tunisian Government to stimulate Tunisian private 
enterprise. Efforts have included Development Loans to an 
industrial and an agricultural develqment bank which in turn 
made sub-loans to private individuals. An investment guarantee 
agreement has been signed. A new activity involves visits to 
Tunisia by groups of private U.S. businessmen under a partici- 
pating agency agreement with the Small Busineas Administration 
to investigate investment opportunities and promote joint venture 
investment with private Tunisian businessmen. The Government of 
Tunisia has responded to this idea and has financed the cost of 
the most recent visit of American businessmen. 

C O N F I D E N T I A L  
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P R O G R A M  R E L I E F  

Tunisia 
( U . S .  F l s c a l  Y e a r s  - M ~ l l ~ o n s  o f  D o l l a r s )  

REPAY-  
I E N T S  AND 
I N T E R E S T  

1 9 4 6 -  
1 9 6 4  

--- 
1 . 5 .  O V E R S E A S  L O A N S  A N D  G R A N T S  - N E T  O B L I G A T I O N S  A N D  L O A N  A U T H O R l Z A T l O P  

RI MARSH ALL^ 
- 

- 
-- 

I 
) 

-- 

-- 

-- 

-- 

-L 

T O T A L  
L E S S  

R E P A Y -  
M E N T S  ANC 

l  N T E R E S T  

. -- 
4 S  

T O T A L  

1 9 4 6 -  
1 9 6 4  

~~~ 

F O R E I G N  A S S I S T A N C E  
ACT P E R I O D  

P L A N  I MUTUAL  S E C U R I T Y  ACT PERIOD 
PER l OD 

1949-1952 1953-195 '  i:' 6.0 

A . I . D .  AND PREDECESSOR A G E N C I E S  - T O T A L  ........... - I -  
................................. L o a n s . . . .  - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  - 
S O C I A L  PROGRESS TRUST  FUND..  . . . ................... - 
FOOD FOR PEACE - TOTAL .  . .......................... 

T ~ t l e  I - ( T o t a l  S a l e s  A g r e e m e n t s )  ............ (-) 
L ~ s s :  ( P l a n n e d  f o r  U.S .  U s e s )  ............. 

.......... T I T L E  I  - P L A N N E D  FOR LOANS AND GRANTS , I -  
1 0 4 c  - G r a n t s  f o r  Common D e f e n s e .  ............. - 
1 0 b e  - G r a n t s  f o r  E c a n a m t c  D e v e l o p m e n t . .  ...... - 
1 0 4 e  - L o o n s  t o  P r r v o t e  I n d u s t r y  .............. - 

................. 1 0 4 8  - L o a n s  t o  G a u e r n m e n t s . .  - 
T I T L E  I  - A S S I T  FROM OTHER COUhTKY S A L E S  A b R M T 1 5 .  - 
T I T L E  I  I  - EMCRGCNCY R E L I E F  AND ECON. DEVELOP. .  . - 
T l T l k  I l l  - VOLUNTARY R E L I E F  A G E N C I E S  . . . . . . . . . . .  - 
T I T L E  I \ '  - D O L L A F  C R k D l T  S A L E S . .  . . . . . . . . . . . . . . . . -  

EXPORT-  IMPORT BANK LONG-TERM LOANS. .  . . . . . . . . . . . . . .  - I 
OTHER U.S. ECONOMIC PROGRAMS ...................... 

T O T A L  ECONOMIC  .............................. 
L o a n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  

M I L I T A R Y  A S S I S T A N C E  PROGRAM - ( C h g .  t o  A p p .  ). ..... 
( A d d l  t ~ o n o l  G r a n t s  f r o m  E x c e s s  S t o c k s ) .  ...... (-) 

OTHER M I L I T A R Y  A S S I S T A N C E . . . .  . . ................... 
T O T A L  M I L I T A R Y  . ............................. 

L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL  ECONOMIC  AND M I L I T A R Y  .................... 
L o o n s  ........................................ 
G r a n t s  ....................................... - I - 

* Less than $50,000. Note: Military data for FY 196L and cumulative through June 30, 196L are estimates. 

A S S I S T A N C E  FROM I N T E R N A T I O N A L  A G E N C I E S  

FY 1 9 6 3  FY  1 9 6 4  FY 1 9 4 6 - 6 4  

. . . . . . .  IBRD - World Bank 7 .O 7.0 ... UN Tech. Ass l t .  (CP) 0.5  0.h 2.8 ........ UN Special Fund 1.5 3 .1  8 .1  
I n t ' l .  Dev. Association 5 .0  - 5 -0  
I n t ' l .  Finance Corp. ... 3.5 - 3.5 

S  I  NO-SOV I  E T  BLOC A S S 1  S T A N C E  
................... 1963 [ C a l e n d a r  Yea r l . . . .  2 

....................... 1 9 6 4  [ C a l e n d a r  Y e a r 1  - 
Curnu l  a t  i v e  T h  r u  1 9 6 4 . .  ..................... h8 
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COUNTRY 

-- 

POPULATION 
- - - 

AREA HEALTH & 

P E O P L E  

P E R  

DOCTOR 

IUCAT I ON 

L  l T E R A C Y  

R A T E  

PERCENT 

GNP -- 

P E R  

CAP l TA 

( E S T .  ) 

TRADE 

T O T A L  

( 1  9 6 4 )  

MA l  N 

E X P O R T S  

A N N U A L  

GROWTH 

R A T E  

AGR I  C U L -  

T U R A L  

L A N D  

T O T A L  

E X P O R T S  

( 1  9 6 3 )  

T O T A L  

M I L L I O N S  PERCENT 
1 . 0 0 0  

SQUARE MILES 
PERCENT 
OF AREA DOLLARS $ M I L L .  I TEM PERSONS 

-- 
6,610 
58,650 
23,450 

39,720 
60,940 18,860 

26,970 
7,470 
17,860 

28,700 
23,870 
9,400 

44,150 
42,860 
30,360 

10,430 
64,250 
191,300 

209 950 
15,840 
27,040 

32,260 
47,740 
77,200 
13,800 

Petroleum 
Coffee 
Cocoa, coffee 

Algeria ............... 
Burundi ............... 

.............. Cameroon 

Central African Rep. .. 
Cllad .................. 

... Congo (~razzaville) 

Cotton,coffee 
Cotton 
Wood and products 

Dahomey ............... 
Gabon ................. 
Ghana ................. 

Palm products 
Wood, petroleum 
Cocoa 

Guinea ................ 
Ivory Coast ........... 
Malagasy Republic ..... 

Alumina 
Coffee, cocoa 
Coffee, vanilla 

Malawi ................ 
Mali .................. 
Mauritania ............ 

Tobacco, tea 
Livestock, peanuts 
Livestock 

Morocco ............... 
Niger ................. 
Rwanda ................ 

Phosphate rock 
Peanuts 
Tin ore 

............... Senegal 
Sierra Leone .......... 
Somali Republic ....... 

Peanuts 
Diamonds, iron ore 
Bananas, livestock 

Sudan ................. 
Togo .................. 
Upper Volta ........... 
Zambia ................ 
E - Estimate. 
n.a. - Not available. 

Cotton 
Cocoa, coffee 
Livestock 
Copper 



(In tho) nds of dollars) 

Technical Cmpsration Other Pregnma 

Hal& ....................... ......................... M a l i  
HOTDCCO ...................... 
Sierra Leone..... ............ 
S d i  Republic. ............. 
Sudan ........................ 
Zambia ....................... 
A f r i c a n  k Kdsgaay Union 

s ta te l  (UAM) ............... 
cm-on. .................. 
Cantrd  African Rspublic.. . 
Chad ....................... 
congo (BraZ*a"mS ........ 
Dahonw. ................... 
Gabon ...................... 
Ivory coas t  ................ 

Niger. . . .  .................. 
band& .................... 
Sane@l... ................. 
Toso ....................... 
Upper Volts................ 

Regional USAID Africa ........ 
Regionkl... .................. 

4/ Includes obligations for Zembia 
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!he eight major country programs described 
A.I.D. funds f o r  Africa. The remainder of 

above comprise 74% of A development loan f o r  a i r c r a f t  overhaul and mainte-lance f a c i l i -  
the t o t a l -  program i s  

allocated t o :  (a )  smaller Programs i n  24 other African countries; 
and (b) encourage and f a c i l i t a t e  cooperation among countries 
through African regional organizations. For FY 1966, approximately 
$38 -6 mil l ion (42%) of Technical Cooperat ion/~evelo~ment  Grant 
funds; $12-$54 mil l ion.  (12%) of Development Loans; and $6 million 
(23%) of Supporting Assistance i s  ,proposed f o r  t he  24 additional 
country programs. $8.8 dnillion of Technical ~ o o ~ e r a t i o n / ~ e v e l o p -  
ment   rant funds is  planned f o r  regional a c t i v i t i e s .  

Other country programs include th ree  -- Guinea, Morocco and Sudan 
-- designed t o  contribute substant ial ly  t o  growth and t o  press 
act ively f o r  be t t e r  development pol icies  -- and 21 countries where 
t he  amount of U.S. economic assistance i s  much smaller f o r  a vari- 
e ty  of special  reasons. 

In  Guinea, U.S. assis tance during t he  past few years VRS Beslgnsd 
to pcrmlt and escournge dieengagement fram exceeslve reliance on 
Co8mrmlst,aid, and uas extended largely as general balance-of- 
payments svrpport. G u i n e a  has moved away from l t a  close Canmuniat 
ties, U.S. a id  policy i s  sh i f t ing  t o  concentrate more on specif ic  
development goals. Guinea has excellent bauxite deposits and 
other resources, but faces a continuing severe foreign exchange 
shortage u n t i l  these resources a r e  developed. m e r e  i s  a severe 
shortage of s k i l l s  i n  all f i e ld s .  There was v i r t ua l l y  no Western 
assis tance t o  Guinea i n  t he  f i r s t  few years following i t s  a t ta in-  
ment of independence i n  1958. As the  only Western donor now giv- 
ing appreciable assistance t o  Guinea, the  United States  i n  i t s  
technical assis tance program i n  FY 1966 w i l l  emphasize indus t r ia l  
and vocational t ra ining and agr icu l tura l  development including 
small-scale processing industr ies  ( e  .g., palm o i l  and starch).  
Development Loans w i l l  be considered fol: t s l e c ~ c a t l o n a  eguip- 

[rnent, c l v l l  aviat ion ssvlgat ional  aids,  and aealetance fo r  a truck 
! assembly plant. Reflecting Guinea ' s  continued balance-of -payments 
problem, a commodity import program w i l l  a l so  be continued during 
FY 1966 but it i s  expected t o  be a t  a reduced level .  

In Morocco, t he  a i d  program through FY 1965 was primarily general 
balance-of-payments a id  financed from Supporting Assistance In 
connection v i t h  U.S. baee facilities. The program i s  now sh i f t -  
ing t o  more specif ic  economic development support. Morocco has 
ample development prospects but has encountered problems of develop- 
ment planning and management. While other f r ee  world donors, 
especial ly  France, contribute a major share of Morocco's external 
resource requirements, t he  United States  i s  financing ac t i v i t i e s  
i n  a number of p r io r i t y  areas, including agriculture, l i gh t  in-  
dustr ies  i n  t he  pr ivate  sector,  and manpower t raining programs. 

t i e s  use-is under consideration f o r  FY 1966. No Supporting 
Assistance i s  now planned f o r  FY 1966. 

In Sudan, the  la rges t  country i n  area i n  Africa, recent po l i t i c a l  
changes make t he  fu ture  course uncertain, but t he  United States  
proposes t o  continue t o  give select ive assis tance t o  develop the  
country's considerable economic resources, t o  encourage continued 
rel iance on pr ivate  investment and r e a l i s t i c  governmental econo- 
mic planning, and t o  reduce dependence on cotton as a source of 
foreign exchange. Technical Cooperation i n  FY 1966 w i l l  be con- 
centrated on agr icu l tura l  development and education and t raining 
t o  develop sorely lacking industr ia l ,  agr icu l tura l  and administra- 
t i v e  sk i l l s .  

Because of i ts  s ize,  location, and resources, Alneria i s  poten- 
t i a l l y  one of t he  more powerful countries of Africa. French aid, 
though diminishing, continues large, and Comunist a id  has been 
substantial.  U.S. assis tance programs have made a major con- 
t r ibut ion t o  averting mass s tarvat ion and helping stave off in- 
t e rna l  chaos following the  mass withdrawal of French nationale and 
the demobilization of Algerian soldiers  t o  swell c i v i l i an  unem- 
ployment. Most U.S. assis tance is i n  the  form of P.L. 480 food- 
s tuf fs  valued a t  roughly $30 t o  $35 million per year a t  world 
market prices. Some of t h i s  food i s  dis t r ibuted by U.S. volun- 
ta ry  agencies t o  feed almost 4 million needy people as  well as t o  
supply school lunch programs and child feeding s tat ions.  Work- 
r e l i e f  programs using P.L. 480 T i t l e  I1 foodstuffs employ some 
100,000 people f o r  reforestation, s o i l  conservation, and public 
works, with too ls  and technical guidance supplied by A. I .D .  
Other A.1.D.-financed assistance i s  l imited t o  some medical 
assistance and part ic ipant  training. lIhe progrem for Algeria is 
kept under continuing intensive revislr. 

In Ghana, t he  economic s i tua t ion  is  characterized by serious 
f i s c a l  d i f f icu l t ies ,  heavy concentration on government owner- 
ship of industry, increasing authoritarianism, and discourage- 
ment of domestic private investment. S t i l l ,  t he  r ich  natural  
endowment of t he  country'and the pro-  eat ern sentimanta of much 
of the population give some grounds f o r  hope of future construc- 
t i v e  economic and p o l i t i c a l  development. The small A.I.D. pro- 
gram f o r  FY 1966 ,I aimed a t  maintaining mame U. 8. contact e$-inz: 
fluence, psr t lcu la r ly  with rural papubtion,  Includes projects .in 
agricultural education and extension, land use, and water devel- 
opment. 

There are 18 smaller or  less-populous countries -- ll former 
French s ta tes  Chad, Central African Republic, Dahomey, Gabon, 
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Ivory Coast, Malagasy Republic, hli, Mauritania, Niger, Senegal, 
and Upper Volta; t h e  former French UN Trust Terr i tor ies  of 
Cameroon and Togo; t h e  former Belgian Trust Territory of Rwanda; 
t h e  former Br i t i sh  colonies of S ie r ra  Leone, Zambia ( ~ o r t h e r n  
~ h o d e s i a )  and Malawi ( ~ ~ a s a l a n d )  and t h e  Somali Republic (composed 
of t h e  former I t a l i a n  and Br i t i sh  portions of ~omali land)  -- where 
t h e  great  bulk of external a i d  requirements is  met by other  f r e e  
world donors, pr incipal ly  t h e  former colonial powers, except i n  
t h e  cases of t h e  Somali Republic and M a l i  where ass is tance from 
other  f r e e  world donors has i n  recent years been overshadowed by 
subs tan t ia l  a i d  programs from Communist coun3ries. Most of these  
countries belong t o  the  Union of African and Malagasy S ta tes  f o r  
Economic Cooperation (UME) . In these  countries, U.S. assis tance 
is  designed t o  augment development ass is tance from other f ree  world 
sources i n  such a manner a s  t o  maintain an iden t i ty  with these  
countr ies '  development and other aspirations.  

These countr ies  lack s k i l l e d  manpower, and education, pa r t i cu la r -  
l y ' o f  t h e  vocational and technical  type, and t h i s  f i e l d  i s  a 
major concentration of our technical  assistance program. For ex- 
ample, a center  f o r  t r a in ing  Africans t o  operate, r epa i r  and main- 
t a i n  heavy equipment has been established with A.I.D. a s s i s tance  
i n  Togo a t  which nat ionals  of other French-speaking t r o p i c a l  
African countries are being trained. Other vocational t r a in ing  
projects  e x i s t  i n  Dahomey, Gabon, Mali and Niger. 

A second area of p r i o r i t y  a t t en t ion  i n  these  predominantly r u r a l  
countries has been increased production and divers i f icat ion of 
agr icu l tu re  through agr icu l tu ra l  education and extension projects  
and through the  establishment of agr icu l tu ra l  cooperatives and 
c r e d i t  i n s t i t u t i o n s .  

Other projects  di rected t o  specif ic  country development problems 
include: ass is tance in econamic research and s t a t i s t i c s  develop- 
ment i n  S i e r r a  Leone, cocoa diaease control in  Cameroon; measles 
inoculation i n  several  West African countries; c i v i l  aviat ion 
ass is tance and highway improvement i n  Chad; and telecommunications 
ass i s tance  i n  Upper Volta and 'khomey. 

A,number of c a p i t a l  projects  a r e  current ly  Being undertaken i n  
these  countries, many i n  t h e  f i e l d  of transportation, and several  
of them i n  concert with other  f r e e  world donors. %us i n  Cameroon, 
t h e  United S ta tes  has contributed $9.2 million t o  t h e  construction 
of the  Trans-Cameroon Railroad t o  give access t o  markets f o r  t h e  
a g r i c u l t u r a l  areas of Cameroon, Chad and t h e  Central African 
Republic, while other  free: world eources have provided $26.8 
mil l ion t o  t h i s  same project .  Highway equipment loans, and Tech- 
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n i c a l  Cooperation ass is tance f o r  farm-to-market roads, highway 
maintenance and construction, and c i v i l  aviation, have been ex- 
tended t o  several  countries.  !This emphasis on t ransporta t ion 
win continue i n  FY 1966. 

!mar prc 

m i n t  enar 

Regional Pro.iects 

The Regional Projects  Program continues t o  be d i r sc tea  primarily 
toward Afr ica ' s  need f o r  t ra ined manpower. Some 70$ of Technical 
Cooperation f inds  requested f o r  r s g i o n d  projects  i n  FY 1966 will 
be devoted t o  education and nearly all of th in  w i l l  be fo r  
scholarships a t  e i t h e r  American o r  African ina t i tu t iona .  

In t h e  current academic year (1964-1965), 819 students a r e  re- 
ceiving undergraduate and graduate t ra in ing  a t  American colleges 
and univers i t ies  through the  A.1.D.-financed African Scholarship 
Programs of the  American Universit ies and African Graduate Fellow- 
sh ip  Program. Over the  next two o r  th ree  years, t h i s  t o t a l  w i l l  
r i s e  t o  almost 1,000 per year, a f t e r  which t h e  number should 
diminish a t  a r a t e  of 200-250 per year. I n  view of t h e  urgency 
of African needs f o r  qua l i f i ed  personnel, special  emphasis i s  be- 
ing placed upon ea r ly  re tu rn  by students t o  t h e i r  countries a f t e r  
attainment of t h e  f i r s t  degree so t h a t  they may a s s i s t  t h e i r  
countries a s  quickly a s  possible. Under t h e  continuing Regional 
Education Grants program, A.I.D. i s  now financing some 700 stu- 
dents studying a t  t e n  d i f fe ren t  African colleges, and a marked 
increase i n  both t h e  number of students and t h e  number of pa r t i -  
c l p t i n g  African schools i s  ant ic ipated i n  FY 1966. Training 
current ly  provided a t  t h e  American University of Beirut accounts 
f o r  126 more African students with a comparable number planned 
f o r  i n  FY 1966. 

Another area  of regional concentration and cooperation with A.I.D. 
ass is tance i s  i n  agr icul ture .  A rinderpest control  campaign 
sponsored by the  Commission f o r  Technical Cooperation i n  Africa 
(CCTA) i s  ass i s ted  f inanc ia l ly  by t h e  European Economic Commu- 
n i t y  (EEC) and member countries concerned, a s  well a s  by t h e  
United States .  Thus f a r  more than 17 mil l ion c a t t l e  have been 
inoculated i n  t h e  nine countries concerned. In  East Africa, a 
Regional Insect Control Program i s  supplementing African e f f o r t s  
t o  reduce locust  in fes ta t ions  t o  the  lowest point i n  recent 
his tory.  
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Continuing projects i n  the  health f i e l d  include vaccine and tech- 
n ica l  assistance f o r  a measles immunization program t o  reach a 
mil l ion children one t o  s i x  years old, administered through the  
Health Training Center of t he  regional orgenization f o r  coordina- 
t ion  of the  campaign against endemic diseases (OCCGE) . The or ig i -  
na l  version also referred t o  smallpox vaccine, but did not indi- 
ca te  t o  what countries o r  organizations t h i s  was provided. 

I n  response t o  t he  growing r o l e  of t he  UN Economic Commission f o r  
Africa (=A) i n  Africa's economic development and i ts  sponsorship 
of regional telecommunications, transportation an8 industry, A.1-D. 
plans t o  provide assis tance i n  f e a s i b i l i t y  and engineering studies 
i n  t he  planning of these projects.  Assistance has a l so  been con- 
sidered f o r  t he  recently-organized African Development Bank, t o  
provide t raining in the  United States  f o r  several of i t s  junior 
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professio&l staff, t o  help se lec t  U.S. personnel t o  serve on t he  
Bank's staff on a "salary-topping " h s i s ,  t o  provide technical 
advice through short-term consultants, t o  a s s i s t  as  needed i n  
f ea s ib i l i t y  s tudies  and t o  consider loan financing f o r  cap i ta l  
projects  recormended by t he  Bank, preferably those of regional 
scope. For t he  In s t i t u t e  of Economic Development and Planning, 
ECA-sponsored but now independent, we plan t o  provide scholar- 
ships f o r  up t o  35 participants f o r  short-term specialized courses, 
t o  make available one o r  two U.S. experts t o  conduct short-term 
courses and t o  locate  qual i f ied U.S. personnel t o  serve as  f u l l -  
time instructors on the  In s t i t u t e ' s  permanent s t a f f .  

In addition t o  the above ac t iv i t i ee ,  $1 million of Supporting 
Assistance funds is  requested t o  continue a project f o r  screen- 
ing ~ n d  training relugees from southern Africa and from the  
Portuguese t e r r i t o r i e s  i n  Angola and Mozambique. 
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M A L A W I ,  Z A M B I A  AND SOUTHERN R H O D E S I A  
b . S .  F ~ s c a l  Years  - M ~ l l ~ o n s  o f  D o l l a r s  

U.S.  OVERSEAS LOANS AYO 
?ANTS - NET OBL 1GATIO':S AN[ 

TOTAL 
L E S S  

EPAYMENTS 
AND 

l NTEREST 

Il.e 

3.2 
8.6 

(-) 
(-1 

11.8 
3.2 
8.6 

2.1 
(-1 

2.1 - 
2.1 

JXL 

3.2 
10.7 

I PROGRAM 

- 
U.S. OVERSEAS LOANS AND 

?ANTS - NET OBL l GATIONS AN 
EPAYMENT! 

AND 
l NTEREST 
I 9 4 6 -  
1 9 6 4  

7 .0  

- 
(-1 
(- )  

- 

27.1 

34.1 
34.1 - 
(-1 

IPAYMENTS 
AND 

INTEREST 
1 9 4 6 -  
1 9 6 4  

- 
(-) 
(- )  

- 

TOTAL 
L E S S  

EPAWENT!  
AND 

INTEREST 

YA 

3 . 0  
6.9 

X - 
(-) 
(-) 

- 

X 

-2.9 - 
-1.7 
8.7 - 

(1) 
- 
- 

- 
Id? 

-1.7 
8.7 - - 

1 ON5 
TOTAL 
1 9 4 6 -  
I 9 6 4  

ll.B 
3.2 
8.6 

- 
(-) 
(-) 

l ONS 
TOTAL 
1 9 4 6  - 
1 9 6 4  

16.9 

10.0 
6.9 

X - 
(-) 
(- )  

- 

X 

24.2 

41.1 - 
32.4 
8.7 - 

(-) 

I PROGRAM 
LOAN - 

1 9 6 3  

1 . 1 . 0 .  AN0 PREDECESSOR AGENCIES - TOTAL.. ( A .  I .D. AN0 PREDECESSOR AGENCIES - TOTAL.. 

............................ I Loans 
G r a n t s . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

.......................... I L o o n s . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . .  

SOCIAL  PROGRESS TRUST FUND.. ............. 
FOOD FOR PEACE - TOTAL ................... 

( S O C I A L  PROGRESS TRUST FUND ............... 
................. 1 FOOD FOR PEACE - TOTAL.. 

- . ... I ... 
T t t l c  I ( T o t a l  S a l e s  I g r c e n c n t s )  ( 

L t s s :  ( P l a n n e d  f o r  U.S.  U s e s ) .  ( I . . .  . 1 T I ~ I C  I ( ~ 0 t . i  s a l e s  ~ g r e e * e n t s ) .  
... L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  

- . I T I T L E  I  PLANNED FOR LOANS & GRANTS.. 

106c - G r a n t s  f o r  Connon Defense . . . . .  
10Se - C r a n t s  f o r  Econ.  9 e v e l o p n e n t . .  
1 O l e  - 1.oans t o  T r i v a t c  I n d u s t r y . .  . . .  
1OOg - Loans t o  Governments . . . . . . . . . .  

. . .  106c - C r n n l r  f o r  Cnnnon D e f e n s e . .  
106c  - < r a n t s  f o r  Econ.  D c v e l o p n e n t . .  

. . .  104e - Loans t o  P r l u a t e  ! n d u s t r y . .  
- . . . . . . . . . .  106~7 Loans t o  C o v e r n n e n t s  

T l T L E  I - ASS'T F a  CITY2 COUNTRY PGWTIS.. 
T I T L E  I  I - E'*FQ;E',:Y ?:LIEF 6 ECON. DEV.. 
T I T L E  I l l  -VOLJNTA?I 9 E L I E F  AGENCIES. .. 
T I T L E  I V - D O L L A R  CREDIT  SALES .......... 

. T l  T L E  I - b5S'T FRb( OTHER COUNTRY A G M ' S . .  
T I T L E  I  I - E IEU:!'.? R E L I E F  6 ECON. OEV.. 
T I T L E  I 1  I -VOLUNTARY R E L I E F  AGENCIES. .. 
T I T L E  I V - D O L L A R  CREDIT  SALES. ......... 

1 EXPORT-IMPORT BAN1  LONO-TERM LOANS. ...... I EXPORT- IMPORT BANK LONB-TERM LOAIS.  ...... I 
............. OTHER U.S. ECONOMIC PROGRAMS 

TOTAL ECONOMIC.. ................... 
Loans ............................ 

........................ G r a n t s . . .  

( A d d r t t o n a l  G r o n t s  f r o m  Excess  S t o c k s ) .  

TOTAL ECONOMIC ..................... 
Loena. .  .......................... 

M I L I T A R Y  ASSIST .  CROQRAM - (Chp .  t o  APV- ) -  
(Addttzon.1 G r a n t s  f r o m  Excess  S t o c k s ) .  

I ............... OTHER M I L I T A R Y  A S S I S T A I C E  OTHER M I L I T A R Y  ASSISTLXCE ..............a 

................... TOTAL M I L I T A R Y . .  
L o a n s . .  . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  ........................... 

..................... I . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTAL M I L I T A R Y  

Loons 
G r a n t s  ........................... 

( TOTAL U.S. ECONOMIC AND MILITARY.. . . .  I 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans 

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE 

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I OTHER ASS1 STANCE 1 S INO-SOVIET  BLOC ASSISTANCE (CY,. . .......- I ..... ~ s I I o - s O V I E T  BLOC ASSISTANCE (CYI.... 

I ........................ ASSISTANCE FROM I N T E R I A T I O N A L  AGENCIES 
IBRD - World Bank - I ASSISTANCE FROM INTERNATIONAL AGENCIES ................. mT Tech. A-s 't. (cY). ..................... WI Special Fund.. ......................... ED7 Dev. b d  ( UN Tech. Ass It. (cY). .................... ( 0.3 

I UN Special Fund .......................... 3.0 I 
m: Military dsta for FY 1964 and emulative through June 30, 1964 are estlnates. 
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CONFIDENTIAL 

SIERRA LEONE MOROCCO 
0 .S .  F ~ s c a l  Y e a r s  - M ~ l l t o n s  o f  D o l l o r s  U . S .  F t s c o l  Years  - M t l l z o n s  o f  D o l l a r s  

PROGRAM 

U . S .  O V E R S E A S  L O A N S  AND 
R A N T S  - N E T  O B L  I GAT1 ONS AN1 

L O A N  A U T H O R I  Z A T I D N S  

EPAYMENT 
A N D  

I N T E R E S T  
1 9 4 6 -  
1 9 6 4  

20.9 

20.9 

- 
( - )  
( -  1 

T O T A L  
L E S S  

EPAYMENT 
AND 

l N T E R E S T  

a 
239.3 

18.5 

170.6 
(21.9: 

(5.5: 

16.4 - 

2.1 
14.3 

101.7 
52.5 

1.7 - 
430.1 - 
255.7 
174.lr 

a . 7  
(2.51 

- - 
23 

24.7 

b51.8 - 
255.7 
196.1 - - 

U.S. O V E R S E A S  L O A N S  A N D  
R A N T S  - N E T  O B L I G A T I O N S  AN1 

T O T A L  
L E S S  

EPAYMENT! 
AND 

l N T E R E S T  

ZLi 

5.6 

2.1 - 
(-) 
(-) 

- 

2.1 

10.2 

3.3 - 
2 1 . 2  - 
10.2 
11.0 - 
( - )  

r 1  ONS 
T O T A L  
1 9 4 6 -  
1 9 6 4  

u 
5.6 

2.1 - 
(-) 
(-) 

- 

2.1 

10.2 

3.3 

2 1 . 2  - 
10.2 
11.0 

(-) 

PROGRAM T O T A L  

20.2 278-7 A. I .O.  AND PREOECESSOR A G E N C I E S  - TOTAL. .  A . l . 0 .  A N 0  PREOECESSOR A G E N C I E S  - TOTAL. .  

L o a n s . . .  ......................... 
G r a n t s  ........................... L o a n s . . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

Grants  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
S O C I A L  PROGRESS T R U S T  FUND.... ........... S O C I A L  PROGRESS T R U S T  FUND.. ............. 
FOOD FOR PEACE - T O T A L  ................... ................... FOOD FOR PEACE - T O T A L  

T ~ t l c  I - ( T o t a l  S a l e s  A g r e e m e n t s )  .... 
L e s s :  ( P l a n n e d  f o r  U . S .  U s e s )  . . . .  T t t l e  I . ( T o t a l  S a l e s  A g r e e m e n t s ) .  . . .  

L e s s :  ( P l a n n e d  f o r  U . S .  U s e s ) .  . . .  
T I T L E  I - P L A N N E D  F O R  L O A N S  b GRANTS. .  . . T I T L E  I - P L A N N E D  FOR L O A N S  6 GRANTS.. 

. . . . .  . 104c G r a n t s  f o r  Connon Defense 
1Obc - C r m t s  f o r  Econ.  D e v e l o p m e n t . .  

. . .  10Ge . Loans t o  a 9 r i v a t e  I n d u s t r y . .  
1 0 6 ~  . Loans t o  f % u e r n n e n t s . .  . . . . . . . .  

104c . C r n n t s  f o r  Common D c f c n s e . .  . . .  
lOBe c r a n t s  f o r  Econ.  D e v e l o p m e n t . .  
l o b e  . L D D ~ J  t o  2 r r u a t c  I n d u s t r y . .  . . .  
1046 . L o a n s  t o  C o u e r n n e n t s  . . . . . . . . . .  

. T l T L E  I - A S S I T  F R M  OTHER COUNTRY AGFhlT'S.. 
T l T L E  I I  - E' IEF5E' ICY X E L  l  E F  b ECON. DEV.. 
T I  T L E  I I  I - V O L V Y T A R Y  R E L I E F  AGENCIES. .  . 
T I T L E  I V - D O L L A R  C R E D I T  S A L E S  .......... 

. T l T L E  I - ASS'T FKO.4 OTHER COWTRY f f iM1S. .  
T I T L E  I  I - E' IERGEt lCY R E L I E F  & ECON. DEV. .  
T I T L E  I l l  - V O L U N T A R Y  R E L I E F  A G E N C I E S  ... 
T I T L E  I V -  D O L L A R  C R E D I T  S A L E S .  ......... 

E X P O R T - I M P O R T  BANK L O I O - T E R M  LOANS.. ..... EXPORT- IMPORT BANK LONO-TERM LOANS....... 

DTHER U.S. ECONOMIC P R O B R I M S  ............. OTHER U . S .  ECONOMIC PROBRAMS............. 

T O T A L  ECONOMIC ..................... 
L o a n s .  ........................... 
C r m t r  ........................... 

TOTAL ECONOMIC ..................... 
Loons ............................ 

M I L I T A R Y  A S S I S T .  PROBRAM - ( C h g .  t o  A o D . ) .  
(Add1 t t o n a l  C r a n t s  f r o m  Excess  S t o c k s ) .  

M I L I T A R Y  A S S I S T .  PROORAM - ( C h g .  t o  A p p .  ). 
( A d d ,  t i o n a l  C r a n t s  f r o n  Ezccss  S t o c k s ) .  

OTHER M I L I T A R Y  A S S I S T A N C E  ............... O T H E R  M I L I T A R Y  A S S I S T A N C E  ............... 
TOTAL M ' I L I T A R Y . . . . . . . . . . . . . . .  ...... 

Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C r a n t r  

..................... TOTAL M I L I T A R Y  
L o a n s . . . . .  ....................... 
Cron t s . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

T O T A L  U.S. ECOWOMIC A I D  M I L I T A R Y . . . . .  T O T A L  U.S. ECONOMIC A I D  M I L I T A R Y , .  ... 
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER ASSISTANCE OTHER ASSISTANCE 

I I N O - S O V I E T  BLOC A S S I S T A I C E  fCYl . . . . . .  ... - 
L S S I S T A N C E  FROM I N T E R I A T I O N A L  A G E N C I E S  

UN Tech. Aws't. (cY).. ................. 0.3 

S I I O - S O V I E T  8 L O C  A S S I S T A N C E  ICY1.... . . . . .  

L S S I S T A I C E  FROM I N T E R N A T I O N A L  A G E N C I E S  
I P R D  - W o r l d  B a n k  ..................... 
UN Tech. A s s ' t .  (CY) .................. 
UN S p e c i a l  Fund ....................... 
Int ' l .  Finance C o r p .  .................. 

Note: M i l i t a r y  data for FY 1964 and cumu 
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SUDAN SOMALI REPUBLIC 
U.S. F t s c a l  Years  - M t l l t o n s  of D o l l a r s  U.S. F t s c a l  Years - M ~ l l c o n r  of D o l l a r s  - --- 

PROGRAM 

U.S. OVERSEAS LOANS AND 
RANTS - NET OBL IGATIONS AN1 

PROGRAM 

U.S. OVERSEAS LOANS AND 
RANTS LOAN - NET AUTHOR1 OBL IGATIONS ZAT IONS AN[ 

TOTAL 

- - 68.3 - 

EPAYMENT 
AND 

INTEREST 
1 9 4 6 -  
1964 

- 

- 
(- 1 
(-) 

- 

TOTAL 
L E S S  

EPAYMENT 
AND 

l NTEREST 

68.3 - 
15.8 
52.5 

13.1 - 
(17.2) 
(4.9) 

9 

3.7 
2.6 
6.0 

0.7 
0.1 

- 
81.4 
m 
57.0 - 
0.1 
(-1 
- 

LOAN AUTHOR1 

- z p T  
IONS 

TOTAL 
1946- 
1964 

34.0 

23:; 

L2 
(-1 
(-) 

4.2 
0.1 

1.4 

3 
34.1 

(-1 

- - 

A. I. 0 ,  A I D  PREDECESSOR AGENCIES - TOTAL.. I. I .O. AND PREDECESSOR AGENCIES - TOTAL.. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Loans 
........................... G r a n t s  

Loans ............................ 
G r a n t s .  . . . . . . . . . . . . . . . . . . . . . . . . . .  

SOCIAL  PROGRESS TRUST FUND.... ........... 
1.1 It- - - I -  $OCIAL  PROERESS TRUST FUND ............... 

................... FOOD FOR PEACE - TOTAL ' 0 0 0  FOR PEACE - TOTAL.. ................. 
. T t t l e  I ( T o t a l  S a l e s  A ~ r e e m m t s )  . . . .  ... L e s s :  ( P l a n n e d  f o r  U.S. U s e r ) .  

T t t l e  I - ( T o t a l  S a l e s  Agreements)  .... 
L e s s :  ( P l a n n e d  f o r  U.S. U s e s ) .  ... 

. T l T L E  1 - PLANNED FOR LOANS b GRANTS.. 

104e - G r a n t s  f o r  Connon n d f e n r e . .  . . .  
10Oe - G m t s  f o r  Econ. 3 e v e l o p n e n f . .  
1 O l e  - Loans t o  * " r i v n t e  I n d u s t r y . .  . . .  
1048 - Loans t o  Couernments . . . . . . . . . .  

- ... T I T L E  I PLANNED FOR LOANS b GRANTS 

- . . .  104c G r a n t s  f o r  l%nnon Defense. .  
106e - '. 'rants f o r  Econ.  3 e v e l o p n e n t . .  - . . .  106e 1.oons t o  P r i v a t e  I n d u s t r y . .  - . . . . . . . .  1048 Loans t o  C o v e r n m e n t r . .  

. T I T L E  I - ASS'T FFfN OTHER COUIlTRl -IS.. 
T l T L E  I I - E'.lERGEMCY R E L I E F  b ECON. DEV.. 
T I T L E  1 1  1 -VOLUNTARY R E L I E F  AGENCIES... 
T I T L E  I V - D O L L A R  CREDIT  SALES.. ........ 

. T I T L E  I - 6 S l T  W OTHER C ~ T R I  ~ T I S . .  
T l T L E  I I - E'IERGENCY R E L l  EF b ECON. DEV.. 
T l T L E  I l l  -VOLUNTARY R E L I E F  AGENCIES... .......... T I T L E  I V  -DOLLAR CREOIT  SALES 

EXPORT- IMPORT BANK LONE-TERM LOANS.. ..... tXP0RT-IMPORT BANK LONB-TERM LOANS....... 

........... OTHER U.S. ECONOMIC PROERAMS.. ITHER 0.8.  ECONOMIC P@OBRAMS............. 

TOTAL ECONOM I t . .  ................... 
Loona ............................ ........................... G r a n t s  

Y l L l T A R Y  ASSIST .  PROaRAM - (Chg ,  t o  App.) .  
(Addt  t r o n a l  G r a n t s  from Excess S t o r k * ) .  

TOTAL ECOIOMIC ..................... 
L o m a  ............................ 
C r e n t r . .  ......................... 

- 

I I L I T A R Y  ASSIST ,  PlOt iRAM - (Cbg. t o  App.). 
(Addt t ian .1  C r o n t r  f r o m  E x e r r s  S t o c k # ) .  

OTHER M I L I T A R Y  ASSISTANCE ............... 
TOTAL M I L I T A R Y  ..................... 

L o a n s . .  .......................... 
G r a n t s .  .......................... 

TOTAL MILITARY...... ............... 
Loans..  .......................... 
G r a n t *  ........................... 

-- -- 

TOTAL U.S. ECOlOMlC  AND MILITARY,.... 

Loans .............................. 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .............................. Loons 

G r a n t 8  ........................... 

OTHER ASSISTANCE OTHER ASS1 STANCE 

I I H O - S O V I E T  BLOC ASSISTANCE ( C Y l  ......... 1 2 3  I - 1 8 6  INO-SOVIET  BLOC ASSISTANCE (CYl....... .. I 
rSSIsTANCE FROM I I T E R I A T I O N A L  AGENCIES ................... UN %ah. Ass't. (CY) 

m Special Fund........................ 
EEC Dev. Fund.......................... 

SSISTANCE FROM INTERNATIONAL AOENCIES 
Xm . World B n k  ...................... 
UN Tech. Ass't. ( a )  ................... 
UN Special Fund ........................ ................ Int'l. Dev. Association .................. Int'l. Finance Corp. 

I I I 
Leaa than $50,000 

I 
Less than $50,000 

Note: Military data for FY 1964 and cumulative through June 30, 1964 are estimates. 
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U.A.M. COUNTRIES I N  AFRICA 
Net Obligations and b a n  Authorizations 

 illio ions of Dollars)  

F i sca l  Year 1964 Cumulative %mu June 30, 1964 
U.S. Overseas b a n s  and Grants U.S. Overseas b a n s  and Grants 

Total  Assistance Total  Assistance 
Economic from Economic from 

Other Total  and In ternat ional  Other Total  and In ternat ional  
A.I.D. Economic Economic Mili tary Mili tary Agencies A. I.D. Economic Economic Mili tary Mili tary Agencies 

Total  - 14 Countries $19.1 $14.6 $33.7 $ 0.3 $34.0 - - - - - - - - - $32.0 - $68.8 $33.9 $102.7 $ 3 .1  $105.8 $479.0 

Cameroon 1 - 3  1.0 2.3 2.3 2.0 
Central African Republic 1.1 Y 1.1 1.1 1.8 
Chad 0.6 Y 0.6 0.6 3 - 4  
Congo ( ~ r a z z a v i l e  ) 2 9 2 -9  2 9 3 -7  

Dahomey 
Gabon 
Ivory Coast 

Malagasy Republic 
Mauritania 
Niger 

Rwanda 
Senegal 
Toga 
Upper Volta 

NOTE: Sino-Soviet a i d  t o  these countries was n i l  p r io r  t o  CY 1964. I n  CY 1964, three  countries, Central African Republic, Congo ( ~ r a z z a v i l l e )  and 
Senegal received communist commitments of economic a i d  amounting t o  $4 million,  $34 million and $7 mill ion respectively.  U.S. mi l i ta ry  data 
a r e  estimates. 

* Less than $50,000. 222. 



ASSISTANCE 
FROM OTHERS 



ASSISTANCE FROM UI'HERS 

FREE WORLD A I D  

$Wad omas or. SECURITY CLASSIFIED and 
must not b. divulged to unauthorizmd individuals. 

CONFIDENT IAL 

During 1963 b i l a t e r a l  commitments by other developed f r e e  world 
nations and commitments by internat ional  agencies f o r  economic 
development increased, while U.S. b i l a t e r a l  commitments declined. 

As t h e  t a b l e  below sh~ws,  the  U.S. b i l a t e r a l  share of t h e  a i d  
burden declined from568 i n  1962 ,to 49% i n  1963 and t o t a l  U.S. 

. b i l a t e r a l  commitments (including A.I.D. assistance, Ex-Im Bank 
and P.L. 480) dropped from $4.7 t o  $4.0 b i l l ion .  For t h e  f i r s t  
time, U.S. b i l a t e r a l  a i d  i s  l e s s  than half of the  ass is tance re- 
ceived by t h e  less-developed nations. 

When t h e  U.S. share of mul t i l a te ra l  a i d  i s  added to  t h e  b i l a t e r a l  
a id ,  t h e  U.S. share  of t h e  t o t a l  a i d  e f f o r t  by developed f r e e  
world nations r i s e s  above 508. However, even t h i s  f igure  (59.9$) 
compares favorably with  the  U.S. share of the  t o t a l  f r e e  world 
GNP. 

A I D  RECETVED BY DENELOPING COUNTRIES 

( ~ o m i t m e n t s  of Grants and b a n s  of Over 5 Years' Maturity) 

(1n b i l l i o n s  of do l la r s )  
1960 1961 1962 1963 

Amt . % Amt. 46 Amt.  % Amt.  % 

United S ta tes  3.9 
A.I.D. and 

Predecessors (2.2) 
P.L. 480 (1.1) 
s m  ( - 1  
Ex-ImBank ( . 6 )  
Peace Corps 
andOthers  ( - )  

Other DAC 1.8 
I n t  '1. 
Agencies .8 

Total 6.5 l00.0$ 8.1 l00.0$ 8.4 l00.0$ 8.1100.1$ 

The United S t a t e s  i s  pers is t ing i n  i t s  e f fo r t s :  (1 )  t o  put more 
a i d  on a m u l t i l a t e r a l  basis;  (2) t o  improve coordination of bi-  
l a t e r a l  a id;  (3)  t o  increase the  share of t h e  burden borne by 
other  f r e e  world nations; and (4)  t o  improve the  terms on which 
a i d  i s  extended. 
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BlLAT ERA1 ASSISTANCE 'FROM OTHER D. A.C. COUNTRIES 
Commitments of Grants and Loans 

TREND BY YEARS 
(Billions of Dollars) 

1. k r e  Mult i la teral  Assistance 

1963 BY DONOR COUNTRY 
(Millions of Dollars) 

TOTAL-$2,678 Million 

Since 1960, mul t i l a te ra l  a ss i s tance  has increased a t  a more 
rapid r a t e  than b i l a t e r a l  ass is tance and has represented an 
expanding share of t o t a l  f r e e  world a i d  t o  developing coun- 
t r i e s .  This trend i s  expected t o  continue. Total m u l t i -  
l a t e r a l  ass is tance commitments increased from $1.2 b i l l i o n  
i n  1962 t o  $1.4 b i l l i o n  i n  1963. Commitments t o  developing 
countries from the World Bank and other  internat ional  agen- 
c i e s g  have r i s e n  from a t o t a l  of $1 b i l l i o n  i n  1962 t o  $1.2 
b i l l i o n  i n  1963. Gross disbursements rose from $544 million 
t o  $721 million i n  the  same period. Commitments through the  
UN Technical Assistance programs, comprising the Special Fund, 
EPTA, UNICEF and other specialized agencies, have been wel l  
over $200 million per  year. 

Includes the  Internat ional  Bank f u r  Heconstruction and Devel- 
opment (world-~ank) and i t s  a f f i l i a t e s ,  t h e  Internat ional  
Development sso i a t i o n  (IDA) and t h e  Internat ional  Fin nce 
Corporation R P c j ;  the  InterAmerican Developnent B n k  4 1 ~ ~ ) ;  
%he European Development Fund (EDF) and the  European Invest- 
ment Rink (EIB) of t h e  European Economic Cornunity (EEC). 
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Source of Funds 

The f inancial  resources of these ins t i tu t ions  a r e  derived from 
subscriptions, contributions, earnings, and borrowings in 
private capi ta l  markets. The U.S. share of these $esources 
ranges from 308 of World Bank subscriptions t o  432 of the 
subscribed ordinary capi ta l  of the IDB. (The U.S. a l so  con- 
t r ibu tes  68$ of the subscribed resources of the  D B ' s  Fund 
f o r  Special Operations.) The other advanced nations' contri- 
butions range from 448 of World Bank subscriptions t o  100s of 
the resources of t he  EEC development inst i tut ions.  The United 
States  does not part icipate  i n  the  funding of t h e  EEC ass i s t -  
ance programs nor do the other advanced nations subscribe t o  
t he  IDB. However, Canada has agreed t o  provide $10 million, 
on s o f t  terms, t o  be administered by the IDB, f o r  f i ~ n c i n g  
projects i n  Latin America, and several other European countries 
have a l so  announced the i r  intention t o  make f inanc ia l  
contributions. 

Broader Programs 

Recently, new measures such as  the lengthening of loan ma- 
t u r i t i e s  and grace periods by the World Bank i n  appropriate 
cases, and intensif ied support for  agriculture; education and 
industry, have been InBtituted by the World Bank group i n  
order t o  provide a greater degree of f l ex ib i l i t y  t o  i ts  
operations. Replenishment of IDA resources by more than 
$750 million has been agreed t o  and w i l l  permit an increased 
leve l  of lending. A recornendation t o  increase t he  resources 
of the  IFC i s  currently under consideration. The authorized 
ordinary capi ta l  resources of the IDB were increased, and a 
resolution recornending an expansion of the  resources of the  
IDB's Fund f o r  Special Operations is a l so  being considered. 
A s  a resu l t ,  the comitments of these mul t i la te ra l  f inancial  
ins t i tu t ions  a r e  expected t o  r i s e  during the  next several 
years and t o  continue t o  oonstitute an increasing proportion 
of t o t a l  f r e e  world aid. 

2. Improved Aid Coordination 

Consortia 

Consortia f o r  a i d  t o  India and EBkistan meet under the spon- 
sorship of the  World Bank and comprise most of the  Western 
European members of the DAC, plus Canada, Japan and the 
United States. The India Consortium has pledged $4,445 m i l -  
l ion  6f assistance f o r  the f i r s t  four years of India 's  Third 
Five-Year Plan. The Pakistan Consortium has made pledges 

totaling $1,819 million fo r  the l a s t  four years of Pakistan's 
Second Five-Year Plan. Improvements i n  the  -terms and condi- 
t ions of pledges by other b i l a t e r a l  members have recently 
been offered i n  these consortia. The Organization f o r  Eco- 
nomic Cooperation and Development (OECD) sponsors consortia 
t o  a s s i s t  the  development of Greece and !Curkey. Members have 
pledged about $475 million f o r  the  f i r s t  two years of 'l'urkey 's 
Five-Year Plan and $93 million i n  1963 fo r  Greece. 

I n  addition t o  assessing these countries ' development p h n s  
and program and t o  comrmrnicating pledges of assistance to- 
ward the i r  fulfillment, the  consortia provide the developing 
countries with an orderly basis for  development planning and 
incentives for  maximizing the i r  own performance. 

Consultative. Groups 

The World Bank sponsors l e s s  f o m l  coordinating mechaniama -- consultative groups -- which discuss the  development plane 
and f inancial  problems of Colombia, Nigeria, the  Sudan and 
Tunisia. It a lso  administers the Indua Basin Development 
Fund. The DAC promotes country coordination and has held 
meetings on Thailand, t he  Congo (Leopoldville), East Africa, 
Somalia and regional meetings on countries i n  I a t i n  America, 
the  Middle East and West Africa. As indicated above, a id  
donors a r e  putting increasing emphasis on the  use of coordi- 
nating mechanism. 

3. Increased Efforts of Others 

The b i l a t e r a l  a id  commitments of the other DAC members in- 
creased by 50% from 1960 t o  1963, r i s ing  from $1.8 b i l l i on  
t o  $2.7 bi l l ion.  Their m u l t i h t e r a l  contributions, l i k e  
ours, have fluctuated because of the various refinancing 
schedules of the international agencies. But t he i r  increas- 
ing support of mult i la teral  programs is  evidenced i n  t h e i r  
52$ sharing in  the replenishment of IDA. There has a l so  
been a 26s increase, t o  $730 million, agreed t o  by the  Cow 
mon Market countries f o r  the EEC Development Fund. 

I a s t  year, Canada began a new $50 million a year loan pro- 
gram adding t o  i t s  existing grant and loan efforts.  The 
Netherlands has recently announced a 208 increase i n  its 
a i d  budget. The United KLngdom has put increased pr ior i ty  
on aid, elevating and centralizing the function i n  a new 
cabinet Ministry of Overseas Development. 
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4. Terma of Aid - Debt Burden 

The lhnited States is  greatly concerned about the terms on 
which a i d  i s  being extended and the effect  these terms w i l l  
have on the  future debt burdens of recipient countries. m e  
accumulated public foreign debt of these countries now to t a l s  
about $30 bi l l ion.  Repayments amount t o  $5 b i l l ion  per year, 
and have been graving a t  an annual r a t e  of 15$. I f  annual 
servicing payments continue t o  grow a t  such a pace, the  pro- 
gress of development w i l l  be .slowed, and grow foreign a id  
requirements w i l l  be increased. 

There were some improvements in  terma on loans committed i n  
1963. The new Canadian program w i l l  include lending on IDA- 
type terms which a r e  s ignif icant ly more l ibera l  (50 yearsf 
maturity a t  3/4$ in t e r e s t )  than those provided by the United 
States. 

Bri t ish terms were a l so  eased i n  1963 fo r  a number of coun- 
t r i e s ,  decreasing the average in te res t  ra te  from 5.446 i n  
1962 t o  4.8% and irrreasing the average maturity from 20.5 
years i n  1962 t o  21.2 years i n  1963. The new Bri t ish policy 
of waiving in te res t  during grace periods of as Long as  seven 
years has reduced 69 in te res t  rates  on 25-year loans to  an 
effect ive ra te  of 3.59. West German loan maturities increased 
on the  average from 15.2 years t o  18.5 years i n  1963, while 
i n t e r e s t  ra tes  dropped s l igh t ly  from 4.49 to 4.3%. In  con- 
sort ia ,  Germany has pledged some loam with 25-year maturities, 
including seven years grace, a t  3$ interest.  

CCBMJKCST AID TO LESS-DEVELOPED COUNTRIES 

Sharp Increase i n  1964 

New Comrrrrmist economic a i d  i n  1964 t o  the  less-developed countries 
increased sharply above levels  of the two previous years and 
reached t h e  highest annual t o t a l  since t he i r  aid program begm 
nearly t en  years ago. The Sovlct Union, the  East European coun- 
t r i e s  and Communist China committed over $1.3 b i l l ion  during t h i s  
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past year, mainly i n  the form of l ines  of credi t  f o r  project con- 
struction, but including a l so  commodity a id  and hard currency 
grants. This figure compares with a leve l  of about $350 million 
a year i n  1962 and 1963 and exceeds t he  1961 peak of $1.1 bil l ion.  
Total economic a id  credi ts  and grants extended t o  date  by Soviet 
bloc and Communist China a r e  over $6.2 bi l l ion.  Expenditures t o  
date a re  estiumted a t  over $2.0 b i l l ion ,  or  roughly one-third of 
the cumulative commitments. 

ESTIMATED COMMUNIST ECONOMIC AID TO THE 
uBS-DEVELOPED COUNTRIES 

(1n millions of dol lar  equivalents) 
Cumulative 

Thru 
1962 1963 1964 Dec. 1964 

Credit and Grant Commitments 325 360 1,340 6,240 
Expenditures 350 450 500 2,100 

The major share of new Communist credi ts  i n  1964 was provided t o  
countries i n  the Near Esst and South Asia region. The United 
Arab Republic (UAR) and India were the  main recipients,  together 
accounting for  about half the  $1.3 b i l l i on  total .  Pakistan re- 
ceived a credi t  of about $60 million from Comnis t  China, part ly 
for  project a id  and part ly for  commodity imports. Several other 
countries i n  the region, including Afghanistan, Iran and Ceylon 
received smaller new credits.  

About $360 million, or  nearly 30% of the t o t a l  fo r  the  year, was 
provided t o  Africa, with several countries -- Central African 
Republic, Congo (~ razzav i l l e ) ,  Kenya, Senegal, Tanzania and 
Uganda -- accepting C o m n l s t  economic a id  fo r  the f i r s t  time. 
Algeria was a part icular ly heavy recipient with credi ts  Of 

nearly $150 million. 

A s  usual, the Soviet Union was the  la rges t  a id  donor, accounting 
fo r  some $800 million o r  roughly 60% of the 1964 to ta l .  The re- 
mainder was shared i n  nearly equal amounts by the  Esst European 
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countries and Comunist China. The l a t t e r  was especially ac t ive  Chinese aid consisted largely of credi ts  and technicians t o  
i n  Africa, part ly perhaps a s  a resu l t  of competition with t he  build l ight  industries of immediate productive impact -- t e x t i l e  
Soviet mion, part ly because of i ts  desire  t o  gain support i n  m i l l s ,  cigarette factories  -- and roads and s t a t e  f a m  as  well 
the  Continent f o r  diplomatic recognition, and p%rtly because of as  commodity credi ts  for  t he  import  of Chinese goods. The 
the opportunities it sees f o r  subversion and exploitation of cur- Chinese also agreed t o  provide some grants i n  Pounds Ster l ing 
rent  p o l i t i c a l  and economic d i f f i cu l t i e s  i n  the newly indepen- ans Swiss Francs t o  a number of African countries. Most Chinese 
dent countries. credi ts  are interest-free and carry generous grace periods and 

extended amortization schedules. 
Included i n  the approximately $800 million of a id  extended by 
the  Soviet mion i n  1964 were agreements t o  build three  s t e e l  C o m m u n i s t  countries also continued t o  extend substant ial  m i l i -  
mil ls  -- another Large complex i n  India a t  Bokaro i n  Bihar t a ry  assistance during the  past year. CumuLative Communist 
State, and smaller plants i n  Algeria and the  UAR. W s t  of the  military aid s ince 1955 to t a l s  well over $3 bi l l ion.  Most of 
USSR's agreements were on t h e i r  wtomary  terms of 2-1/2$ inter-  t h i s  a id  has already been drawn down i n  the form of deliveries 
e s t  and 12 years f o r  repayment of pr incipal  a f t e r  project  of a i rc raf t  -- primarily j e t  f ighters ,  destroyers, p s t ro l  boats, 
completion. a r t i l l e ry ,  tanka, t a c t i c a l  missiles and small arms. 
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