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Mwtual Defense and Assistance Programs - E'Y 1964" i n  both the loose leaf and bound formats has been prepared as a completely unclassified 

document and i s  available f o r  unlimited use by the members of the  Congress. The FY 1964 A. I .D .  proposals by country, as well as  other 

s t a t i s t i c a l  data which m s t  remain classified, have been incorporated i n  the classif ied regional books (volumes I and 11). 

These classif ied Volumes I and I1 not only provide the Congress with A . I . D .  's long-term a id  objectives and the FY 1964 economic 

assistance programs country-by-country, but a lso provide a frank evaluation of the po l i t i ca l ,  economic and soc ia l  situations existing i n  

the  countries f o r  which assistance i s  proposed. Clearly, candid judgments by the U.S.  Government with respect t o  the effectiveness of 

foreign governments i n  responding t o  demands for  reform and development, f o r  example, cannot be published on an unclassified basis .  And 

ye t  just t h i s  kind of judgment and evaluation i s  essent ial  f o r  the comprehension by the Congress of the foreign policy interests  under- 

lying t h i s  a id request, as well as  an understanding of the specif ic  country a id  proposals themselves. Those portions of the narratives 

and amounts which a r e  security c lass i f ied  have been shaded. All other material i s  unclassified. 
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NEAR EAST and SOUTH ASIA 
FY 1964 PROGRAM 

County 

To ta l 
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India 

l raq 
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Nepal 
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Turkey 
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Other 

Total 

Type of Assistance 
(Thousands of Dollars) 

* Development lending contemplated. Project applications will be considered. 
1 /Centra l  Treoty Organization. Z/UN Rel ief  a n d  Works Agency.  



SUMMARY OF PR0GW.E . M EAST AND SOVTH ASIA 

By Country and Function 
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TdAL 
Actual Estimate Proposed 
M 1962 FY 1963 M 1964 
.. 

( I n  thousands of d o l l a r s )  
Development Ioans Development Grants Supporting Assistance Other Programs 

Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Proposed 

FY 1962 FY 1963 FY 1964 Fk' 1962 FY 1963 FY 1964 FY 1962 M 1963 FY 1964 FY 1962 M 1963 FY 1964 

Saudi Arabia ........................ . 99 . 99 

Syria ............................... 23, 861 337 600 14. 700 g1 320 600 9. 000 17 

Turkey ............................... 71, 094 135, 250 L34,7@164, 700 10, 000 75, 000 MX1 4, 998 5, 250 4, 700 56, 0% % 35, 000 
UAR ( m t )  ......................... 41. 948 54. 000 17,20627, 200 20, 000 41, 000 L5,'X+25, 000 1, 948 3, 000 2, 200 20, 000 

Yemen ............................... 6. 675 5. 900 6. 000 
c m o  ................................. 358 2. 100 1. 600 
Indus Waters ........................ 34. 500 24. 600 43. 100 
Other ............................... 2. 419 2. 730 22. 730 

U.N. Ehergency Force ................ 1. 800 1. 322 
. 1. 800 1. 322 

........ U.N. Relief and Works Agency 17. 938 17. 200 17. 200 . 17. 938 17. 200 17. 200 
Progran Adjustment .................. . 4 5 .  000 

Included i n  "Other." 
The following programs are  funded under In terna t iona l  Organizations and Programs: Indus Waters. U.N. Relief and Works Agency. and U.N. Ehergency Force . Details  contained i n  cnrrtsponding sections 
i n  t h i s  volume under Index Tab "International Organizations . " 2 



The Near E a s t  and South Asia  (NESA) r c g i o n  h a s  two f o c a l  p o i n t s :  
one group of c o u n t r i e s  form t h e  sou thern  Larder. of t h e  Sino-Soviet  
b loc .  t h e  o t h e r  c o n s i s t s  of  t h e  Near Eas t  Arab c o u n t r i e s  and I s r a e l .  

The main t h r u s t  of t h e  NESA a i d  program is d i r e c t e d  a t  t h e  seven 
c o u n t r i e s  which l i e  a long  t h e  b o r d e r s  of  t h e  Sino-Soviet b loc .  
Greece and Turkey, t h e  e a s t e r n  f l a n k  of  North A t l a n t i c  T r e a t y  
Organiza t ion  (NATO), make a  v i t a l  c o n t r i b u t i o n  t o  European and U.S. 
s e c u r i t y .  I r a n ,  joined w i t h  Turkey and Pakistan i n  t h e  C e n t r a l  
T r e a t y  Organiza t ion  (CENTO),  i s  t h e  r o u t e  from the  n o r t h  t o  t h e  
P e r s i a n  g u l f  and t h e  land  b r i d g e  t o  South Asia. The subcont inen t ,  
by v i r t u e  of i t s  l o c a t i o n ,  i t s  585 m i l l i o n  people, i t s  i n d u s t r i a l  
p o t e n t i a l ,  and t h e  m i l i t a r y  t r a d i t i o n s  of I n d i a  ar.d P a k i s t a n  h a s  
t h e  p o t e n t i a l  t o  be  t h e  Asian counte r  t o  Chinese power. 

The remainder  of  t h e  a i d  program i s  d i r e c t e d  mainly t o  t h r e e  Near 
E a s t  c o u n t r i e s  t o  main ta in  peace and s t a b i l i t y  i n  t h a t  a r e a .  The 
need f o r  programs i n  Jordan ,  I s r a e l ,  and t h e  United Arab Republic 
(UAR) e x i s t s  q u i t e  a p a r t  from t h e  c o n f r o n t a t i o n  w i t h  t h e  b l o c  i n  
t h e  Arab world.  The Near E a s t  s u p p l i e s  more than h a l f  of  Western 
Europe ' s  o i l ,  and v i t a l  t r a d e  r o u t e s  and l i n e s  of communication 
c r o s s  it. 

The NESA r e g i o n  i s  an obvious a r e a  f o r  b loc  expansion, and p r e s s u r e  
i s  e x e r t e d  i n  a  number of ways. These i n c l u d e  Chinese m i l i t a r y  
a c t i o n  i n  I n d i a ,  massive Russian economic and m i l i t a r y  a i d  which 
t h r e a t e n s  Afghan independence, heavy Communist i n f i l t r a t i o n  o f  gov- 
ernment s e r v i c e s  i n  I r a q  u n t i l  t h e  r e c e n t  r e v o l t ,  and c l a n d e s t i n e  
r a d i o  campaigns i n c i t i n g  t h e  people of I r a n  t o  r e v o l t .  By t h e  end 
of 1962, over one-half of t h e  b l o c ' s  economic and m i l i t a r y  a i d  had 
been d i r e c t e d  t o  c o u n t r i e s  i n  t h e  NESA reg ion .  

O u r  o b j e c t i v e  i s  t o  h e l p  c o u n t r i e s  i n  t h e  reg ion  main ta in  t h e i r  
independence. The major c o u n t r i e s  of t h e  a r e a  have dev ised  eco- 
nomic development programs and a r e  i n t e n t  on car ry ing  them o u t .  
O u r  economic a i d  programs, t h e r e f o r e ,  have a  b a s i s  upon which t o  
b u i l d  t h e  economic s t r e n g t h  of t h e s e  c o u n t r i e s ,  t h e r e b y  improving 
t h e i r  chances of main ta in ing  p o l i t i c a l  independence. O u r  m i l i t a r y  
a s s i s t a n c e  programs a r e  a l s o  be ing  cont inued i n  c o u n t r i e s  such a s  
Greece, Turkey, I r a n  and P a k i s t a n ,  vh ich  a r e  a s s o c i a t e d  w i t h  t h e  
Free  World c o l l e c t i v e  s e c u r i t y  system. 

Greece,  Turkey, Cyprus and I r a n  

Greece and Turkey p l a y  a  s i g n i f i c a n t  r o l e  i n  maintaining Free  
World s e c u r i t y  and prov ide  s t r a t e g i c  f a c i l i t i e s  t o  t h e  United S t a t e s  
and NATO. The United S t a t e s  h a s  helped t o  s t reng then  them by pro-  
v i d i n g  m i l i t a r y  a s s i s t a n c e  f o r  t h e i r  NATO f o r c e s  and economic 

a s s i  s t a n c e  f o r  development pl ugrams w l l i ~ h  e n l ~ a r ~ c e  Lheir p o l i t i c a l  
s t a b i l i t y  and t h e i r  long-term v a l u e  a s  a l l i e s .  Greece h a s  made 
e x c e l l e n t  economic o r o e r e s s  d w i n e  t h e  ~ a s t  t e n  v e a r s .  It,s oros -  
p e c t s  f o r  cont inued economic g a i n  should permi t  t h e  phase-out o f  
a i d  i n  t h e  nex t  few y e a r s .  A s  a  s t e p  i n  t h i s  d i r e c t i o n ,  FY l9U 
Development Lsndjng l e v e l s  f o r  Greece have been reduced.  

The United S t a t e s  h a s  a  major i n t e r e s t  i n  h e l p i n g  Turkey match t h e  
Greek exper ience .  The Turk ish  Government i s  committed t o  c a r r y  
ou t  i t s  f i r s t  Five-Year P lan .  This  g i v e s  u s  t h e  oppor tun i ty  t o  
h e l p  Turkey a t t a i n  s e l f - s u s t a i n i n g  growth, which can prov ide  t h e  
people  w i t h  economic and s o c i a l  improvements a s  w e l l  a s  t h e  means 
t o  suppor t  i t s  defense  r e s p o n s i b i l i t i e s .  The proposed FY 1964 a i d  
program i s  l a r g e r  t h a n  t h a t  in  r e c e n t  y e a r s  and w i l l  suppor t ,  a l o n g  
w i t h  o t h e r  donors ,  t h e  new s t a r t  Turkey i s  making. 

Cyprus remains a  p o t e n t i a l  source  of  f r i c t i o n  Letweeri Greece and 
Turkey because of  t h e  cont inued t e n s i o n s  between i ts  Greek and 
Turk ish  communities. The primary purpose of t h e  U.S. a i d  program 
i s  t o  m a i n t a i n  a c c e s s  t o  v a l u a b l e  U.S. corr~nunication f a c i l i t i e s ,  
b u t  we hope t o  use  it a l s o  t o  encourage communal coopera t ion .  
A s s i s t i n g  Cyprus i n  i t s  economic development e f f o r t  a l s o  could 
h e l p  r e d u c e  t h e  p o s s i b i l i t y  o f  a Communist f r o n t  e l e c t i o n  v i c t o r y  
i n  1965. 

The Shah o f  I r a n  r e c e n t l y  in t roduced  a  re form program, t h e  c h i e f  
element of which i s  t h e  breakup of  l a rge- landed  e s t a t e s  and t h e i r  
d i s t r i b u t i o n  t o  t h e  former t e n a n t  fa rmers .  Supported by t h e  armed 
f o r c e s  and a  minor i ty  of t h e  bureaucracy ,  t h e  Shah h a s  pushed t h i s  
program t o  an i r r e v e r s i b l e  p o i n t .  I n  t h e  p r o c e s s ,  he has  ended h i s  
dependence on t h e  t r a d i t i o n a l  conserva t ive  e l i t e ,  disarmed h i s  
urban middle-class  o p p o s i t i o n ,  and i s  c r e a t i n g  a  new p o l i t i c a l  f o r c e  
i n  t h e  form of a  peasan t  m a j o r i t y .  I f  s u c c e s s f u l ,  t h e  Shah ' s  pro-  
gram holds  g r e a t e r  promise t h a n  any e a r l i e r  I r a n i a n  course of  treat- 
i n g  a n  s t a b l e  p o l i t i c a l  power s t r u c t u r e  and s p u r r i n g  long-range 
s o c i a l  and economic progress .  U.S. p o l i c y  i s  t o  a s s i s t  I r a n  t o  
weather  t h e  economic and p o l i t i c a l  d i s l o c a t i o n s  expected t o  r e s u l t  
from t h e  c u r r e n t  r e v o l u n t i o n a r y  re form e f f o r t s .  

South Asia  

It  i s  d i f f i c u l t  t o  conceive of  a  f r e e  Asia  w i t h o u t  a  f r e e  Ind ia  
and Pakis tan .  Communist c o n t r o l  o r  domination of  e i t h e r  would jeop- 
a r d i z e  t h e  U.S. s e c u r i t y  p o s i t i o n  i n  f r e e  Asia  and weaken our p o s i -  
t i o n  i n  t h e  world. I n  m i l i t a r y  and p o l i t i c a l  terms t h e  subcont inen t  
is i n d i v i s i b l e .  Afghanis tan ,  Nepal, and Ceylon a r e  p a r t s  of  t h e  
subcont inen t ,  and t h e  f i r s t  two a r e  gateways t o  Pak is tan  and I n d i a  
from t h e  n o r t h .  
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A f r e e  and independent South As ia ,  u n i t e d  by common g o a l s ,  cou ld  
become a powerful d e t e r r e n t  t o  t h e  spread  of communism from China 
o r  t h e  USSR. Unfor tuna te ly ,  d i s p u t e s  e x i s t  between I n d i a  and 
P a k i s t s n  over Kashmir; between Afghanistan and Pakis tan  over t h e  
Pushtun peoples ,  who i n h a b i t  t h e  border  a r e a  between t h e  two coun- 
t r i e s ;  between I n d i a  and Ceylon over Ind ian  m i n o r i t i e s  i n  Ceylon; 
and u n t i l  r e c e n t l y  between Nepal and I n d i a  over t h e  border  i n c u r -  
s i o n s  of  a  Nepal i  e x i l e  group l o c a t e d  i n  I n d i a .  The Chinese inva-  

Country: NEAR EAST AND SOUTH ASIA REGIONAL STATEMENT 

s i o n  of  I n d i a  and i t s  r e c e n t  d ip lomat ic  i n i t i a t i v e s  underscore t h e  
dangers  of  t h s s e  d i v i s i o n s .  Tensions between Pakis tan  and I n d i a  
have been heightened by U.S. m i l i t a r y  a s s i s t a n c e  t o  Ind ia  and by 
P a k i s t a n ' s  border  se t t l en len t  w i t h  t h e  Chinese. 

Viduals. A" n"t*"al ' unc"mifi*d. 

These i s s u e s  a f f e c t  t h e  implementat ion of  U.S. a i d  po l icy .  The 
U.S. o b j e c t i v e  t h a t  I n d i a  assume t h e  major r e s p n n s f b f l f t y  f o r  
Nepa l ' s  development program is hampered by Nepalese d i s t r u s t  of 
I n d i a n  i n t e r v e n t i o n ,  U n t i l  Indo-Nepalese r e l a t i o n s  improve, t h e  
United S t a t e s  z u s t  main ta in  a n  a i d  e f f o r t  t o  p rov ide  Nepal a n  
a l t e r n a t i v e  t o  g r e a t e r  r e l i a n c e  on Sino-Soviet a i d .  The Afghan- 
P a k i s t a n i  border  c l o s u r e  i n c r e a s e s  t h e  d i f f i c u l t i e s  of t h e  a i d  
wogram i n  Afghanistan,  which now must depend on shipments through 
I r a n  a t  somewhat h igher  c o s t .  A Development Grant program, modi- 
f i e d  and reduced from t h a t  which was planned,  i s  t o  be cont inued 
i n  Afghanistan.  I ts s t r a t e g i c  l o c a t i o n  makes it impor tan t  f o r  t h e  
United S t a t e s  t o  main ta in  a n  e f f e c t i v e  presence  i n  Afghanistan,  
where Russ ia  i s  a l r e a d y  p r o v i d i n g  e x t e n s i v e  economic a i d  and h a s  
prc-empted m i l i t a r y  a i d .  

I n d i a  and P a k i s t a n ,  w i t h  a  t o t a l  p o p u l a t i o n  of 550 m i l l i o n ,  grow- 
i n g  a t  more than  2% a y e a r ,  a r e  engaged i n  major e f f o r t s  t o  a c c e l -  
e r a t e  economic and s o c i a l  development. I n d i a  has  completed two 
Five-Year P lans  and i s  now i n  t h e  t h i r d  y e a r  of  i t s  new Plan.  
Pak is tan  is  i n  t h e  f o u r t h  year  of  i t s  Second Plan. Both have used 
t h e i r  own r e s o u r c e s  and f o r e i g n  a s s i s t a n c e  e f f e c t i v e l y  and t h e i r  
r e c e n t  economic p r o g r e s s  i s  reasonably  encouraging.  I n  a s s o c i a -  
t i o n  w i t h  o t h e r  Free World c o u n t r i e s ,  we p l a n  t o  con t inue  t,o 
p rov ide  them w i t h  mnjor c a p i t a l  a s s i s t a n c e .  Afghanistan and Nepal, 
each a t  a  much e a r l i e r  s t a g e  of development, a r e  a l s o  a t t e m p t i n g  
programs of s o c i a l  and economic improvement w i t h  U.S. suppor t .  

The Near E a s t  Arab S t a t e s  and I s r a e l  

The Near East c o u n t r i e s ,  w i t h  few e x c e p t i o n s ,  s h a r e  w i t h  t h e  coun- 
t r * i o s  of' South Asia t h e i r  1-ck of n a t i o n a l  cohesion and e x p l o s i v e  
i n t e r - c o u n t r y  r i v a l r i e s .  While t h e  P a l e s t i n e  q u e s t j o n  r e t a i n s  i ts  
emotional f o r c e ,  o t h e r  d i v i s i v e  f o r c e s  c o n t r i b u t e  t o  t h e  a r e a ' s  
i n ~ t ~ a h i l i t y .  The Arab c o u n t r i e s  f o r  t h e  most p a r t  a r e  i n  t h e  midst  

of  a  s o c i a l  and economic revolut , ion,  which i s  d e s t r u c t i v e  of t r a -  
d i t i o n a l  p a t t e r n s  and v a l u e s .  Although a t t r a c t e d  by t h e  broader  
b u t  s t i l l  undefined g o a l  o f  Arab u n i t y ,  t h e y  have y e t  t o  c r e a t e  
enduring new p o l i t i c a l  and s o c i a l  forms. I n ~ r a - A r a b  f r i c t i o n s  a r e  
a  c o n s t a n t  source  of  t e n s i o n .  S y r i a  broke wi th  t h e  UAR i n  September 
1961 over t h e  UAR's economic p o l i c i e s  and t h e  l o s s  of l o c a l  auton-  

omy. There i s  an i n h e r e n t  r i v a l r y  between t h e  UAR and I r a q .  
Jordan ,  h e a v i l y  dependent on t h e  West, i s  regarded  w i t h  s u s p i c i o n  
by i t s  Arab ne ighbors .  The monarchies i n  Saudi  Arabia and Jordan 
f e e l  t h e  p r e s s u r e s  of Arab n a t i o n a l i s m  and modernizat ion.  They 
have opposed t h e  UAR i n  Yemen a f t e r  a  r e v o l u n t i o n a r y  group over- 
threw Yemen's t h e o c r a t i c ,  a b s o l u t e  monarch i n  September 1962 and 
e s t a b l i s h e d  a  r e p u b l i c .  R o y a l i s t  and r e p u b l i c a n  f o r c e s  a r e  s t i i l  
a t  war. The United S t a t e s  h a s  sought withdrawal  of  bo th  Saudi  
Arabian and UAR suppor t  of t h e  contending Yemeni f o r c e s .  I n  
February 1563 t h e  Qasim regime i n  I r a q  was overthrown a s  a  r e s u l t  
of d i s s a t i s f a c t i o n  w i t h  t h e  l a c k  of p r o g r e s s ,  unease over  Qas im 's  
a r b i t r a r y  and e r r a t i c  p o l i c i e s  and a la rm a t  t h e  growing i n f l u e n c e  
of  Communist a d v i s o r s .  I n  March 1963 t h e r e  was a  r e v o l u t i o n  i n  
S y r i a .  

P r e s e r v a t i o n  of  I s r a e l  and Jordan  a s  independent  s t a t e s  i s  c e n t r a l  
t o  t h e  maintenance of peace and s t a b i l i t y  i n  t h e  Near E a s t .  They 
now r e c e i v e  most of  t h e  Development Loans o r  Grants  provided i n  
t h e  a r e a .  The J o r d a n i a n  economy h a s  grown s t r o n g e r  and f u t u r e  
s a v i n g s  i n  U.S. budget suppor t  a s s i s t a n c e  should  be p o s s i b l e ,  even 
though Jordan s t i l l  r e q u i r e s  United S t a t e s  and U . K .  cash s u b s i d i e s  
t o  maintain e s s e n t i a l  government s e r v i c e s .  I s r a e l ,  w i t h  i t s  h igh  
l e v e l  of investment  h a s  experienced r e c o r d  growth r a t e s .  The 
cont inued economic aevelopment of  t h e  count ry  wi thout  Agency f o r  
I n t e r n a t i o n a l  Development ( A .  I .D. ) Development Lending can now 
be envisaged. I n  p lanning  a  phase-out,  we s h a l l  be c a r e f u l  t o  
avo id  any i m p l i c a t i o n  t h a t  we are withdrawing U.S. suppor t  for 
Israel i n  favor  of  t h e  Arab S t a t e s .  

U.S. p o l i c y  seeks  a  s t a b l e ,  n e u t r a l  UAR amenable t o  Western i n f l u -  
ence,  a s  t h e  b e s t  guaran tee  o f  t h e  s u r v i v a l  of  t h e  s m a l l e r  states 
i n  t h e  a r e a .  The UAR h a s  ach ieved  some p r o g r e s s  bu t  w i t h  consid-  
e r a b l e  s t r a i n  on i t s  f i n a n c i a l  r e s o u r c e s .  Publ ic  Law 480 s a l e s  of  
a g r i c u l t u r a l  commodities have been s u b s t a n t i a l  and w i l l  remain t h e  
m j o r  source o f  U.S. s u p p o r t ,  a l though  some development l e n d i n g  i s  
planned. 

U.S. a i d  t o  Yemen began t h r e e  y e a r s  ago,  a f t e r  t h e  S o v i e t  b l o c  and 
Red China o f f e r e d  economic and m i l i t a r y  a s s i s t a n c e .  The o b j e c t i v e  
i s  t,o o f f e r  Yemen a n  a l t e r n a t i v e  t o  complete dependence on S o v i e t  
and Chinese a i d .  
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dur ing  t h e  per iod  of  t h e  h o s t i l ~  Qasim regime. Lebanon, Saudi  
Arab ia ,  and  Kuwait a r e  f i n a n c i n g  t h e i r  own development programs. 
Kuwait h a s  i n j t  i a t e d  a l e n d i n g  program t o  support eronomir, develop- 
ment i n  o t h e r  Arab c o u n t r i e s .  

FY 1961, A.  I . D .  PROPOSED PROGRAM 

. .- ( I n  m i l l i o n s  of d o l l a r s )  
FY 1967 Fi 1c161, 

Ff 1962 Estimated Proposed 
Development Loans 756.2 770.0 890.0-950.0 

Development Gran ts  62.5 61.6 62.4 
- - 

Suppor t ing  A s s i s t a n c e  250.0 1 ~ 9 . 2  , 76.  i 
T o t a l  1,068.7 a40.8 1,028.6-1,088.6 

The proposed FY 1964 program of  $1.03 b i l l i o n  is about  10% higher  
than  expec ted  o b l i g a t i o n s  i n  FY 1?63, bu t  about t h e  same l e v e l  a s  
FY 1962. Pak is tan ,  I n d i a ,  and Turkey a r e  expected t o  absorb  about  
85% of t o t a l  r e g i o n a l  funds.  Aid c o n s o r t i a  a r e  i n  o p e r a t i o n  f o r  
a l l  t h r e e  c o u n t r i e s .  Programs f o r  s i x  c o u n t r i e s ,  Afghanis tan ,  
Greece, I r a n ,  I s r a e l ,  Jo rdan ,  and t h e  UAR, a r e  expected t o  r e c e i v e  
l e s s  t h a n  15% of t o t a l  f7~1ds proposed f o r  t h e  lkgion.  
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Afghanistan 

BASIC DATA 

Population (millions - 1962). . . . . . . .  14.1  Li fe  Expectancy (years) . . . . . . .  n.a .  
Annual Growth (percent) . . . . . . . .  2.0 

People  per Doc tor . .  . . . . . . . . . .  57,000 
Area (1000 sq. mi.) . . . . . . . . . . . . . . .  251 

Pop. Density per sq. mi. ........ 56 Literacy Rate - % . ........... 5-10 
Agricultural Land 

Percent  of Total  Area.. .......... 1 9  Puoi l s  a s  % of Poo. .......... 2 
Acres per Capita  ............... 2 . 1  (Primary & Secondary) 

Gross National Product* 
Total  GNP ($ million; 1961) 965 
Per Capita GNP ( d o l l a r s )  . . 70 

Agricul tura l  Prod. Index (1952-54=100) ... 
Index per  Capita ....................... 

....................... Wheat (1,000 MT) 

INTERNATIONAL TRADE ($ mil l ions)  4 
Total  Exports (f .o. b. ) ................. 
Karakul .............................. 

Total Imports (c . i . f .  ) ................. 
........................ Trade BsLsnce 

;OLD & FOREIGN EXCHANGE d ($ mil l ions)  . . 
"ST OF 1 , IVING INDEX ( ~ e c .  1955=100) ..... 

(Kabul) 

:ENTRAL COVERNUENT F'IYAYCES* 
(FY ending September 20) 

rota1 Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Caprtal Outlays)  ............................................ 

rota1 Domestic Revenues ......................................... 

Deficit or Surplus ................... ... ...................... 

Calendar Years 
1%0 - - 196 1 

114 112 
105 101 

2,175 2,175 

- Million Dollar Equivalents - 

Converted a t  32-35 afghanis pe r  U.S .$. 
Years beginning M?.rch-20 of year s t a t ed .  
Ref lec ts  higher rents.  d March 22, 1962 - March 21, 1963. 

Country Progress 

During Afghanistan's F i r s t  Five-Year Plan period which ended September 1961, about 
960 miles of trunk road construction were completed. Five a i r p o r t s  were f in ished,  
an  add i t iona l  two s t a r t ed  and a n  Afghan a i r l i n e  es tabl ished.  The number of schools 
increase3 and t h e  qual i ty  of education was improved. Factor ies  were es tabl ished 
f o r  pmchct ion of cotton cloth,  soap, and cement. E lec t r i c  power capacity was 
expanded. 

INDUSTRIAL PRCXIUCI?ON OVER SIX YEARS 

1956- 57 195G59 

E l e c t r i c  Power (Million KW) 35.0 53.2 
Coal (1,000 tons )  29 34 
Cotton Cloth (Million Sq. ~ e t e r s )  15.0 22.0 
Cement (1,000 tons)  - - 
Soap (1,000 p ieces )  1,087 1,011 
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Afghanistan,  f r i c n d l y  t o  t h e  broad o b j e c t i v e s  of t h e   re; World 
snd w i l l i n g  and a b l e  t o  impose l i m i t a t i o n s  on f u r t h e r  S o v i e t  b l o c  
i n f l u e ~ c c .  on i t s  a f f a j r s .  More c o n c r e t e l y ,  the o b j e c t i v e  is t o  
(a) h e l p  A f g h a ~ i o t n n  ach ieve  a s t r o n g e r ,  more cohesive and morc? 
p r o g r e s s i v e  s o c i e t y ,  and ( b )  maj n t a i n  a  U .S. economic a s s i s t a n c e  
program which w i l l  provide v i s i b l e  evidence of an a l t e r n a t i v r :  t o  
e x c e s s i v e  dependence upon t h e  USSR. 

E x t e r n a l l y ,  t h e  p r i n c i p a l  p o l i t i c a l  problem i s  t h e  Afg 

Pd:i:tants Puzhtun zrea. The e ~ t e n d e r l  h ~ r d e ~ .  CIOSUTP 
e f f e c t  of  i n c r e a s i n g  Afghm dependence on Russia  and f' 

h a s  been ma 

o b j e c t i v e  a s s e s  
r e l a t i o n s .  

of  t h e  Agency f o r  I n t e r n a t  
a d v i s o r y  teams i n  t h e  Mini 

s e n t  commitment 
of t h e  c l o s e d  bo 
p lanned  e a r l i e r .  

I PRIOR and CURRENT PROGRAMS 
I (Millions of Dollars) 

I PROPOSED PROGRAM a 

I DL Loon Estimate $15-20 Million 

The United S t a t e s  has  e s t a b l i s h e d  i t s  p r e s e n t  p o s i t i o n  by  en- 
deavor ing  t o  p r e c l u d e  S o v i e t  dominance o f  t h e  e a u c a t i u r ~ a i  a d  a i r  
t r a n s p o r t a t i o n  f i e l d s ,  through c o n s t r u c t i o n  o f  roads  t o  f a c i l i t a t e  
A f g h a n i s t s n t s  communication w i t h  t h e  Free  World, and. by a c c e p t i n g  
c o n t i n u i n g  r e s p o n s i b i l i t i e s  f o r  Helmand Val ley  Development. I n  
t h e  l o n g e r  run ,  t h e  A . I . D .  program w i l l  con t inue  t o  s t r e s s  edu- 
c a t i o n ,  a g r i c u l t u r e  and t r a n s p o r t a t i o n .  The f i r s t  two of t h e s e ,  
i n  p a r t i c u l a r ,  s t r e n g t h e n  both l i t e r a t e  and middle c l a s s  e lements  
i n  t h e  popula t ion  and i n  t ime may produce a  f r e e r  s o c i e t y .  A.1.D' 
a l s o  w i l l  s eek  t o  emphasize p r o j e c t s  which d i r e c t l y  i n c r e a s e  t h e  
c o u n t r y ' s  income. 

Cur ren t  S i t u a t i o n  

Background. Afghanistan i s  among t h e  l e a s t  developed n a t i o n s  of 
t h e  world. Because or iLs erd'orced i s u l s t i o n ,  vhich r - s d t o d  
mainly from Anglo-Russian r i v a l r i e s  i n  Asia  i n  t h e  1 9 t h  and e a r l y  
20th c e n t u r i e s ,  i t  f e l l  f a r  behind i t s  I r a n i a n  and P a k i s t a n i  neigh- 
b o r s .  

I n  t h e o r y  a c o n s t i t u t i o n a l  mona~chy ,  it is a n  a u t h o r i t a r i a n  state 
i n  which t h e r e  i s  l i t t l e  o p p c r t u n i t y  f o r  p u b l i c  p a r t i c i p a t f t o n  i n  
p o l i t i c a l  a c t i v i t y .  A r e c e n t  change i n  t he  government ended, a t  
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l e a s t  t emporar i ly ,  t h e  r o y a l  o l i g b r c h y  which h a s  iomina tcd  t h e  
governrrlent m d  c o w t r y  over  t h e  p a s t  decade. Thc o r d s r l y  p a s s i n g  
of  power t o  the  new g o v s r m e n t  w - 3 ~  ( :har .? ic te? i s t i~  of  th" high de- 
p e e  2f' p o l i t i c a l  s t a b i l i t y  dur ing  t h e  p a s t  t h r e e  dscadas.  

The Afghan Second Five-Year P lan ,  announced i n  A p r i l  1962, i s  
u n r e a l i s t i c  i n  s c a l e  and e x c e s s i v e l y  dependent  on e x t e r n a l  a s s i s t -  
ance .  A t h r e e - f o l d  i n c r e a s e  i n  development expendi tu res  i s  pro- 
posed, compared wi th  t h e  F i r s t  P lan .  Afghanis tan  h a s  t r i e d  dur ing  
t h e  p a s t  y e a r  t o  sharpen p r o j e c t s  and r e l a t e  them t o  one another .  
The P l a n t s  p r i n c i p a l  d e f e c t  i s  i t s  f a i l u r e  t o  recognize  t h e  need 
f o r  a  l a r g e r  Afghan c o n t r i b u t i o n  t o  l o c a l  c o s t s  of c a p i t a l  i n v e s t -  
ment and t h e  c o n t i n u i n g  c o s t s  of o p e r a t i n g  new f a c i l i t i e s .  

There a r e  few r e l i a b l e  s t a t i s t i c s  t o  d e s c r i b e  t h e  Afghan economy 
o r  t o  ana lyze  s i g n i f i c a n t  t r e n d s .  There a r e  s i g n s ,  however, t h a t  
economic growth and s o c i a l  change a r e  t a k i n g  p l a c e .  There i s  a  
c o n s t r u c t i o n  boom i n  Kabul, and new b u i l d i n g s  a r e  go ing  up a l s o  i n  
p r o v i n c i a l  towns. Labor i s  m i g r a t i n g  toward t h e  c i t i e s .  With a 
growing market and a  d e c l i n e  i n  b a r t e r ,  t h e  monetized s e c t o r  a l s o  
has grown. Types and s i z e s  of  b a z a a r s  have i n c r e a s e d  i n  t h e  prov- 
i n c e s  a s  w e l l  a s  i n  Kabul, and t h e  demand f o r  imported goods has  
grown. The number of  automobiles  and b i c y c l e s  has i n c r e a s e d .  
Chi ld ren  who used  t o  be i n  t h e  l a b o r  f o r c e  a r e  now going t o  school .  
Women a r e  no l o n g e r  r e q u i r e d  t o  wear t h e  v e i l  i n  p u b l i c .  These 
a r e  s i g n s  t h a t  incomes a r e  i n c r e a s i n g  and economic and s o c i a l  
changes a r e  a c c e l e r a t i n g  throughout  t h e  count ry .  

Lack of communications has  been an o b s t a c l e  i n  t h e  u n i f i c a t i o n  of  
Afghanis tan  a s  a  n a t i o n .  Dis tances  and rugged t e r r a i n  make e a r l y  
development o f  a i r  t r a n s p o r t a t i o n  d e s i r a b l e .  During t h e  F i r s t  
P l a n  p e r i o d ,  when t h e r e  were dramatic  communications improvements, 
t h e  United S t a t e s  a s s i s t e d  t h e  government i n  c o n s t r u c t i n g  f o u r  of  
t h e  s i x  a i r p o r t s .  The USSR b u i l t  t h e  o t h e r  two. The n a t i o n a l  air- 
l i n e  ( ~ r i a n a ) ,  w i t h  U.S. h e l p ,  i n c r e a s e d  and improved i t s  s e r v i c e s  
t o  t h e  p r i n c i p a l  c i t i e s .  I n  t h r e e  t o  f i v e  y e a r s ,  Afghan c a p a b i l i -  
t i e s  should  have improved s u f f i c i e n t l y  t o  permi t  Afghan management 
and o p e r a t i o n  of t h e  a i r l i n e  wi thout  U.S. a s s i s t a n c e .  

During t h e  F i r s t  P l a n  p e r i o d ,  t h e  government s t a r t e d  c o n s t r u c t i o n  
of  1 ,200  m i l e s  of  t r u n k  highways, of  which a l l  b u t  240 m i l e s  were 
completed. By t h e  end of  t h e  Second P l a n  a l l  major c i t i e s  should 
be  connected by a l l -wea ther  highways. T r a n s p o r t a t i o n  development 
w i l l  con t inue  t o  r e c e i v e  h i g h  p r i o r i t y  i n  t h e  U.S. a i d  program. 

The Government of  Afghanistan (GOA) has recognized  t h e  need and 
p o p u l a r  demand f o r  educa t ion .  Primary s c h o c ~ l s  were s e t  up a l l  over  
t h e  count ry  and t h e  school  p o p u l a t i o n  has  a lmos t  doubled. The 
e s t a b l i s h m e n t  of  an improved system of t e a c h e r  t r a i n i n g  a t  t h e  

secondary l e v e l  has  i n c r e a s e d  t h e  a v a i l a b i l i t y  o f  new t e a c h e r s .  
There a r e  now 3,000 s t u d e n t s  a t  Kabul U n i v e r s i t y  which, w i t h  t h e  
excep t ion  of t h e  medical  school ,  has  come i n t o  b e i n g  s i n c e  World 
War 11. Completion of  u n i v e r s i t y  b u i l d i n g s  i n  1964 w i t h  U.S. 
a s s i s t a n c e  should f u r t h e r  i n c r e a s e  t h e  c a p a c i t y  o f  t h e  u n i v e r s i t y .  
Perhaps more impor tan t  t h a n  t h e  growth i n  school  p o p u l a t i o n  has  
been t h e  improvement i n  t h e  q u a l i t y  of  t e a c h i n g  a t  a l l  l e v e l s .  

I n  t h e  long  run ,  r e a l  growth i n  Afghanistan must depend on 
i n c r e a s e s  i n  a g r i c u l t u r a l  p r o d u c t i v i t y .  Desp i te  a n  i n c r e a s e  i n  
t h e  acreage under  i r r i g a t i o n ,  i n c l u d i n g  t h a t  i n  t h e  American- 
sponsored Helmand Val ley  P r o j e c t ,  t h e r e  was no r e a l  growth i n  a g r i -  
c u l t u r a l  product ion d u r i n g  t h e  F i r s t  P lan .  A p r i n c i p a l  impediment 
has  been the  d i f f i c u l t y  o f  d i ssemina t ing  in format ion  on techniques  
f o r  i n c r e a s i n g  a g r i c u l t u r a l  o u t p u t  t o  a  l a r g e l y  i l l i t e r a t e  farm 
popula t ion .  However, t h e  f u t u r e  p r o s p e r i t y  of  Afghanis tan ,  which 
i s  l a r g e l y  a g r i c u l t u r a l ,  depends on i t s  a b i l i t y  t o  i n c r e a s e  e x p o r t s  
of  a g r i c u l t u r a l  p roduc ts .  

I n  t h e i r  p lann ing ,  t h e  Afghans have been slow t o  recognize  t h e  
need t o  provide l a r g e r  domestic c o n t r i b u t i o n s  f o r  maintenance and 
o p e r a t i n g  c o s t s  of completed i n f r a s t r u c t u r e  p r o j e c t s .  I n  t h e  f i e l d  
o f  f i s c a l  management, t h e y  have o n l y  r e c e n t l y  come t o  recognize  
t h e  p r e c a r i o u s  s t a t e  of t h e  c o u n t r y ' s  f i n a n c e s  and t h e  need t o  do 
something about  them. This  came i n  response t o  a  r e p o r t  by i t s  
American a d v i s o r s  which was s u b s t a n t i a t e d  by a n  IMF team. A s  a  
r e s u l t ,  t h e  government i s  now a t t e m p t i n g  t o  i n c r e a s e  revenues ,  
reduce o r d i n a r y  e x p e n d i t u r e s ,  and make more s e l e c t i v e  develop- 
mental  expendi tu res .  With U.S. h e l p ,  it i s  a t t e m p t i n g  t o  improve 
i t s  f i n a n c i a l  management and budgetary p r a c t i c e s .  The government 
a l s o  has agreed wi th  t h e  IMF t o  i n t r o d u c e  a  r e a l i s t i c  u n i t a r y  
exchange r a t e .  

Other  A s s i s t a n c e ,  A number of o t h e r  F r e e  World donors  a r e  conduct- 
i n g  b i l a t e r a l  a s s i s t a n c e  programs i n  Afghanistan.  West Germany 
h a s  made a  $50 m i l l i o n  commitment t o  t h e  Second Five-Year P lan .  
Yugoslavia ,  Japan and France  a l s o  a r e  p r o v i d i n g  a i d .  U . N .  o rgan i -  
z a t i o n s  a r e  c o n t r i b u t i n g  a n n u a l l y  $1 m i l l i o n  of  t e c h n i c a l  a s s i s t -  
ance.  I n  comparison w i t h  $216.8 m i l l i o n  of economic a s s i s t a n c e  
from t h e  United S t a t e s  between 1950 and 1962, S o v i e t  b l o c  commit- 
ments have t o t a l e d  $514 m i l l i o n  over  t h e  l a s t  t e n  y e a r s ;  $300 
mL22fon was committed toward the Second Five-Pear Plan since 
October  1961. These f i g u r e s  do not i n c l u d e  military assistance, 
where t h e  USSR has gre-empted t he  field. Czechoslovakia and 
Poland  a l s o  prov ide  a i d  t o  Afghanistan.  
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FY 1964 Program 
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FY 1 5 6 ~  A .I .D. PROPOSED PROGRAM 

The ni-o?o-~d - 4 - i  -+.FITCP ?rnpram f o r  FY 1964 i  q $16.9 m i l l i o n  f o r  

~ e v e l o ~ m e n t  Grants and $15 t o  $20 million f o r  Development Loans. 

The Development Grant program i s  l a r g e l y  f o r  continuing p ro jec t s  
i n i t i a t e d  i n  p r i o r  years .  Since a major a i d  purpose i n  Afghani- 
s t a n  i s  t o  develop the  country ' s  human resources, education pro- 
grams w i l l  absorb more than 30% of FY 1964 funds. P ro jec t s  a re  
concentrated on improving vocational  and technical  education a t  
t he  secondary l e v e l ,  on primary education and on continuing t o  
develop Kabul Universi ty.  The major construction item, f o r  which 
$2.3 mi l l i on  i s  proposed, i s  t o  provide expanded f a c i l i t i e s  f o r  
t he  Afghan I n s t i t u t e  of Technology t o  t r a i n  craftsmen and techni-  
c i ans .  Development Grants a l s o  a re  t o  be used t o  disseminate 
a g r i c u l t u r a l  techniques,  develop an organization f o r  t he  operation 
and maintenance of highway f a c i l i t i e s ,  and provide a s s i s t ance  f o r  
the  improvement of publ ic  administrat ion and development planning. 

I n  the  Helmand Valley,  a  regional  power survey i s  t o  be undertaken, 
inc luding a f e a s i b i l i t y  study of the proposed Kajakai hydroelec t r ic  
p l an t .  

-- (Tn m i l l i o n -  o f  d n l l n r - )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development b a n s  - Tota l  - -0.7 5.0 15.0-20.0 
Transportat ion - 2.6 
Development Programs - 2.4 
Decommitment -0.7 - 

Development Grants - Tota l  7.3 15.1 14.9 
Food and Agr icul ture  0.9 1 . O  1 .2  
Transportat ion 0.2 2.8 2.5 
Education 2.2 4.5 5 - 3  
Technical Support 3.3 3.7 3.0 
O t h e r  0.9 3.1 2.9 

Deobligations During FY 1962 -0.2 xx xx 

Supporting Assistance - Tota l  31 .I - - 

Pro jec t  31 .I - - 

Dtobligations During FY 1962 + xx xx 

Other U.S. Assistance 
Mi l i t a ry  Assistance Program 3t 0.1 0.1 

* Less than $100,000. 



Afghanistan 
U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N 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 .  F I S C A L  Y E A R S  

1 1 9 5 6  1 1 9 5 7  1 T O T A L  

ECONOMIC - TOTAL .................................. 
................................. GRAITS 

L O A I S  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
AGENCY FOR INTERNATIONAL DEVELOPMENT - T O T A L . . . .  

G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL COOPERATION/DEVELOPMENT GRANTS . . . . . .  

DEVELOPMENT LOANS. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OTHER A . 1 . D  

. ................ FOOD FOR PEACE ( P L  VBO) - TOTAL 

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

. . . . . . . . . .  . 1 0 4 c  G r a n t s  f o r  Common D e f e n s e . .  

1 0 4 d  - G r a n t s  f r o .  T r i a n g u l a r  T r a n s a c t i o n s .  
. . . .  . 1 0 4 e  G r a n t s  f o r  Economic  D e v e l o p m e n t . .  

. . . . . . . . . .  . 1 0 4 c  Loons  t o  P 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  Governments  

. . . . . . . . . . . . . . . . . . . . . .  ( T o t a l  S a l e s  A g r e e m e n t s )  

T I T L E  I I  - EMERGENCY R E L I E F . . . . . .  . . . . . . . . . . . . .  

. . . . . . . . .  T I T L E  I I  I - VOLUNTARY R E L l  E F  AGENCl E 5  

. . . . . . . . . . . . . .  T I T L E  I V  - DOLLAR C R E D I T  SALES.. 

EXPORT-IMPORT BANK LOIG-TERM LOANS . . ............ 
OTHER U.S. ECONOMIC PROGRAM3 .................... 

- - - - - -- - 

MILITARY - TOTAL .................................. 
ORANTS ................................. 
LOAM3 .................................. 

M I L I T A R Y  ASSISTANCE PROGRAM - M A P  - ( C h g .  t o  A P P .  J 
( A d d t t ~ a n o l  G r a n t s  f r o m  Ezccsr S t o c k s ) .  

....................... OTHER M I L I T A R Y  ASSISTANCE 

TOTAL ECONOMIC AND MILITARY ....................... 
FOREION ASSISTANCE ACT PROGRAM. . ................ 
OTHER ASSISTANCE. . .  . ............................ 

OTHER A S S I S T A N C E  AND REPAYMENTS 

ASSISTANCE FROM INTERNATIONAL AGENCIES 

FY 1961 FY  1962 . FY 1946-62 - -- . . .  U N T ~ C ~ . A ~ ~ * ~ . ( C Y )  1.1 1.1 8.0 

UN Specie1 Fund . . . . . .  - 1.3 

S I N O - S O V I E T  BLOC ASSISTANCE 

1 9 6 1  ( C a l e n d a r  Y e a r ) .  . . . . . . . . . . . . . . . . . . . . . . . . . .  197.3 

1 9 6 2  I C a l e n d a r  * e a r l .  . . . . . . . . . . . . . . . . . . . . . . . . . .  103.9 

Curnu I  a t  i ve  t h r u  1 9 6 2 . .  . . . . . . . . . . . . . . . . . . . . . . . .  5u.l 

LOAN DOLLAR REPAYMENTS AND I N T E R E S T  

FY 1961 -- F Y  1962 - F Y  1946-62 

A.I.D. and P L  I180 Loans 0 . 1  0.3 0.7 

Ex-Im. Bank (lane Term) 2.3 3.1 lli.II 
O t h e r  ( l o v e m m n t  L o a n s  - - 

Less  t h a n  55'0,000. 
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Ceylon 

Ceylon- BASIC ECONOMIC DATA 

CHINA 

Area (sq mi.) 25.000 

Annual Population Growth .......... 2.8$ 
Gross National Product (1x1).  

Total (S Million) ................ 1,400 
Per Capita GNP (Dollars) ......... 137 

AGRICULTURAL PROD. INDEX (195254'100) 
........................ Per Capita Index..  ......... Rice, rough (1,000 MT) 

ELEmRIC POWER OITlPW (KWH per capita) 

INTERNATIONAL TRADE (S Million) 
Total Exports (f.0.b.) ...................... 

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

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

SOID & FOREIGN EXCHANGE (End Yr . -$~i1)  

COST OF LTVING INDEX (195&100) .... 
(colmbo) 

Converted a t  4.75, Kupees per U.S. dol lar .  

Agricultural Land 
Percent of Area ...................... 23% 
Acres per Capita ..................... 0.4 

......................... Literacy Rate 70% 
Pupils . 96 of Pop. (Primary/Secondary) ... 22f 
Life Expectancy ................ 60 
People per Doctor ..................... 4,700 

Country Background 

Ceylon, an island with 10 million population, became independent from Great 
Bri ta in i n  1948. Seventy percent of the people a r e  a d d h i s t  Sinhalese and 
20s a r e  Hindu Tamils. While mutual d i s t r u s t  between the two groups has 
existed f o r  a long time, modern Sinhalese nationalism has aggravated commu- 
nal  tensions. In 1956 the  Sinhalese, Nationalist, and Social is t  par t ies  
l ed  by S.W.R.D. Bandaranaike were voted into power, and have continued i n  
o f f ice  from t h a t  time. Prime Minister Banbaranaike was assassinated i n  
1959 and h i s  widow assumed t h e  of f ice  of Prime Minister i n  July 1960. The 
Eandaranaike Governments have pursued a neu t ra l i s t  foreign policy and a 
socialist-oriented domestic policy. 

Doarestic p d i c i e 8  l ~ a y  have been influenced'by the  srbllity of the CollPrmnist 
arPa @her extreme leftist par t i es  t o  capture from a fourth to  a f i f t h  of 
the total vote, and by the f a c t  t h a t  these p a r t i e s  control most of the 
l a i -6~  trade unions. This leftist influence is aomewhat o f f se t  by the 
pawar of the British-trained c i v i l  service, whose leaders hold less  doctri- 
'f?abre v i ~ p  r 

Ceylon's economic development po ten t ia l  i s  high compared with other under- 
developed nations. Per capita production and consumption levels  a r e  

roughly double those i n  India and F'akistan. Advances i n  sanitation and 
medical care have brought the death r a t e  down by oneha l f  since 1945 and 
raised l i f e  expectancy t o  60 years. The resu l t  has been a r i s e  i n  the  
annual r a t e  of population growth t o  3$. Literacy rates  a r e  higher than 
those prevailing elsewhere i n  Asia, with the exception of Japan, Lebanon 
and the Philippines. 

Production of tea ,  rubber, and coconut f o r  export employs about a quarter 
of the work force, and accounts f o r  over o n e t h i r d  of Gross National Product 
(GNP). Agricultural production f o r  domestic consumption i s  inadequate, how- 
ever, since only half of the land that  could be farmed i s  under cultivation. 
As a resul t ,  the country must import half of i t s  food requirements. Produc- 
t ion  could be considerably increased by adding new i r r iga t ion  f a c i l i t i e s  and 
adopting better techniques. 

Increased government expenditures -- such as on expanding social  services 
and food subsidies -- resulted i n  enlarged budget def ic i t s ,  domestic infla- 
tion, and balance-of-payments d i f f i c u l t i e s .  The l a t t e r  were countered by 
drawing on the country's l a rge  foreign exchange holdings. Although reserves 
have fa l l en  more than 60s since 1956, the gwernment has been po l i t i ca l ly  
unable t o  take action on the  causes of the d i f f icu l ty .  
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ment, r e v e r s a l  of Cpylon ls  d r i f t  from t h e  F r e e  World, and i n  
d u c t i o n  o f  s o c i a l  and economic p o l i c i e s  designed t o  encourage 
growth. However, Ceylonese f o r c i g n  and domestic p o l i c  
p a s t  s e v e r a l  y e a r s  have f r u s t r a t e d  achievement of  t h e  
t h i r d  o b j e c t i v e s .  Under t h e  c i rcumstances  U.S. s t r a t e  
t o  c a r r y  o u t  a  smal l  Development Grant  program focused  
o f f e r i n g  some hope of  improvement, and t o  respond t o  C 
r e q u e s t s  f o r  P.L. 480, T i t l e  I and T i t l e  I11 program-. 

A s  p a r t  o f  i t s  t r e n d  toward i n c r e a s i n g  s t a t e  i n t e r v e n t i o n ,  t h e  
Government e x p r o p r i a t e d  p r o p e r t i c s  of  two U.S. o i l  companies i n  
1962. S e c t i o n  6 2 0 ( e )  of  t h e  Foreign Assis tance Act r e q u i r e s  
suspension nf  a i d  i f  " a p p r o p r i a t , ~  s t e p s "  a r e  not t aken  by f o r e i g n  
governments t o  compensate American companies f o r  e x p r o p r i a t e d  
p r o p e r t y .  Since t h e  Ceylonese Government fai1.d t o  t a k e  such 
s t e p s ,  t h e  Development Grant program and disbursements  under  a n  
e x i s t i n g  $2 m i l l i o n  Developmnt Loan were suspended on February 
7 ,  1963. Publ ic  Law 480 programs a r e  s t i l l  con t inu ing  rnd a new 
T i t l e  I program may be cons idered  i n  FY 1964 depending on circum- 
s t a n c e s .  If t h e  Government of  Ceylon t a k e s  s t e p s  t o  compensate 
t h e  Amerioan o i l  companies, o u r  p r e s e n t  t e n t a t i v e  p l a n s  f o r  a 
development g r a n t  program would be  reviewed. 

Cur ren t  S i t u a t i o n  

I n  1959 t h e  Government's Planning Department completed t h e  prep- 
a r a t i o n  o f  a  Ten-Year Development Plan,  which inc luded  a  s e r i e s  
of  th ree-year  implementat ion programs. Since t h e  Goverxment h a s  
been f o c u s i n g  on r e d i s t r i b u t i n g  n a t i o n a l  income and e n l a r g i n g  t h e  
r o l e  of t h e  S t a t e  i n  economic l i f e ,  it h a s  done v e r y  l i t t l e  t o  
c a r r y  o u t  t h e  Development Plan.  

I n  1962 t h e  Government took s t e p s  ts reduce the balance-of-payments 
gap by imposing broad import  r e s t r i c t i o n s .  A t  t h e  same t i m e ,  t h e  
government proposed f i s c a l  and budgetary reforms, such a s  a  25% 
r e d u c t i o n  i n  t h e  r i c e  r a t i o n ,  and a n a t i o n a l  s a l e s  t a x .  These 
measures were, however, withdrawn i n  t h e  f a c e  of s t r o n g  o b j e c t i o n s  
from Par l iament .  Therefore ,  t h e  shor t - t e rm out look i s  f o r  a $73 
m i l l i o n  budget d e f i c i t  i n  1963 and cont inued  pressure  on t h e  
ba lance  o f  payments. 

FY 1964 Program 

I f  Development Grant a i d  t o  Ceylon i s  resumed, we w i l l  con t inue  
t o  c o n c e n t r a t e  our  a t t e n t i o n  on a s s i s t a n c e  t o  a g r i c u l t u r e ,  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

i n d u s t r v .  and ~ u b l i c  a d m i n i s t r a t i o n .  and t e n t a t i v e l v  ~ l a n  on a " ,  
$82'1,000 program. I n  t h e  s h o r t  run, we do n o t  b e l i  
Development Grant program w i l l  a l t e r  t h e  approac 
p r e s e n t  p o l i t i c a l  l e a d e r s  toward major p o l i c y  qu 
however, b e l i e v e  our  program has i n c r e a s e d  t h e  e  
a d m i n i s t r a t i v e  personne l  r ~ s p o n s i b l e  f o r  day-to- 
o p e r a t i o n s ,  and t h a t  more can be  done i n  t h i s  a r e a  
f u r t h e r e d  c l o s e  r e l a t i o n s h i p s  w i t h  
who a r e  g e n e r a l l y  more r e c e p t i v e  t 
p o l i t i c i a n s ,  and who a r e  l i k e l y  t o  
i n  t h e  government d e s p i t e  p o l i t i c a  

I t  i s  expected t h a t  t h e  T i t l e  I11 School Lunch program, which now 
p r o v i d e s  s ~ i p p l ~ m ~ n t a l  food t,o onp and a  ha1 f  m i l l i o n  c h i l d r e n ,  
w i l l  con t inue  i n  FY 196L a t  3 $5 .5  m i l l i o n  l e v e l .  A T i t l e  I s a l e  
o f  wheat may be cons idered  i n  FY 1964. 
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FY 1964 A .  I .  D. PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
FYI963 FY1?64 

FY 1962 Estimated Proposed 

Development Grants - Total  1 . 2  0.5 0.8 
Food and Agriculture 0 .4  0.2 0.2 
Indust ry  and Mining 0.1 - 0.2 
Public Administration 0.1 - 0.3 
Other 0.8 0.3 0.2 

D e o b l i g a t i ~ n s  During FY 1962 -0.2 xx xx 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & IV: 

Country Uses - 3.5 - 
(Sales  Agreements) ( -  1 (4 .7)  ( -  1 

AGENCY FOR INT'L. DE?TELOPMEXT - TOTBZ, 0.1 1 .3  
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants . 1 .6 I - 3  .................. Development Loans -1.4 - 
Other A . I . D .  ....................... -0-.I - 

FOOD FOR PEACE (P.L. 480) - TOTAL 9.5 4.2 .............. T i t l e  I, Country Uses 4.1 - ............... ( sa l e s  ~ p e e m e n t s )  (5.1 ) ( - 1  
T i t l e  I1 ........................... .......................... T i t l e  I11 

- 

T i t l e  I V  ........................... 

Obligations and Cormnitments 
(mill ions o f  d o l l a r s  & d o l l a r  equiv.) 

EX-IM BANK LONG-TEBl LOANS ........... 
....... OTHER U.S. ECONOMIC ASSISTANCE 

FY 
1961 

MILITARY ASSISTANCE ................. M.A.P. - Grant Aid ......... M.A.P. - Credi t  Assistance .......... Other M i l i t a r y  Assistance 

ASSISTANCE FROM INT'L. AGENCIES 
................... IBRD - World Bank ... U N  Tech. A s s ' t .  ( C Y  ending i n  FY) 

..................... U N  Special  Fund 

FY 
1962 

...... SINO-SOVIET BLOC ASSISTANCE ( C Y )  

FY 
1946-1962 



Cyprus 
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Country Back~round 

Cyprus- BASIC ECONOMIC DATA 
.......... Annual Population Growth 2.0% 

Gross National Product (1%1)* 
Total (S Million) ................ 240 
Per Capita GNP (Dollars) ......... 416 

AGRICULTURAL PROD. INDEX (1952-54-100) 
Per Capita Index . .  ........................ 

................ Wheat (1,000 MT) 

ELECTRIC H)WER OWPW (KWH per capi ta)  

INTERNATIONAL TRADE (S  Million) 
Total Exports (f.0.b.) ...................... 

Minerals ........................ 
Total Imports (c.i.f.1 ...................... 

Trade Balance .......................... 
GOLD & FORElGN EXCHANGE ( ~ n d  ~ r . - $  Mil) 

COST OF LIVING INDM (1958-100) . . 

* Converted a t  $2.80 per pound. 

Agricultural Land 
Percent of Area ...................... 57% 
Acres per Capita ..................... 2.2 

Literacy Rate ......................... 65% 
... . Pupi l s  % of Pop. (Primary/Secondary) 20% 

................ Life Expectancy (years) 67 
People per Doctor ..................... 1,500 

The island republic of Cyprus became independent from Great Britain on 
August 16, 1960. It has a population of 580,000, of which 80% is  Greek and 
206 Turkish; loca l  administration follows communal l ines .  Cyprus i s  a U.N. 
member and pursues a non-alignment policy with pro-Western associations. 
There i s ,  however, a well-led Greek-Cypriot Communist front party which 
controls most of the labor movanent. Tensions between the Greek and Ruk-  
i8h ahCconmunFtie6 obscure the  Colmounist threat .  If these tension6 a re  
iactreaed, they couLd lead t o  violence on the  is land and f r i c t ion  between 
the? brCh A t h t i c  Westy Organization (HATO) a l l i e s  Greece and Turkey. 
Bri ta in retains  bases of major importance t o  the is land 's  economy, but 
Cypriot earnings from t h i s  source a re  expected t o  be curtai led sharply i n  
the near future . 
The principal  W.S. in te res t  i n  Cyprus is  our important communications 
f a c i l i t i e s  f o r  which the Government of Cyprus (GW) expects payment i n  the  
fom of eco~3mic asskstance. 'Pbe US. a id  program, although important f o r  
U.S. obfectives, f s  mctrginal i n  terms of t o t a l  Gypriot resources. U.S. aid, 
includiag P.L. 480, is  unlikely t o  average more than $4-$5 million a year. 
Cypriot foreign exchange earnings from the Br i t i sh  bases have been about 
$45 million annually, plus about $8 million i n  budgetary support which w i l l  
be ended i n  1965. Cyprus i s  a lso receiving a i d  from Germany, France, 

I s rae l ,  and the United Nations, and a $21 million power loan from the Inter-  
national Bank fo r  Reconstruction and Development (IBRD) i s  under negotiation. 

Despite i t s  many problems, Cyprus has a re la t ive ly  high per capi ta  income, a 
l i t e racy  rate  of over 608, a well-developed social  and economic infrastruc-  
tu re  base, and it has a t t rac ted  the in te res t  of some private investment. 
However, the prospective $30 million reduction i n  annual U.K. base expendi- 
tures  within the next few years is a major cause f o r  f inancial  concern t o  
the Government of Cyprus. The economic outlook a l so  i s  clouded by depletion 
of high-grade copper reserves, organizational and ins t i tu t iona l  shortcom- 
ings, and communal s t r i f e .  

Communal dtscrtrd impedes constructive solutions t o  crucial  developnental 
issues such a s  water legis lat ion,  land uses, and taxation. We are aware 
that our assistance cannot overcome deep-rooted obstacles t o  p o l i t i c a l  and 
econolnic sCabifiQ. However, we hope t h a t  by focusing Cypfiot a t tent ion on 
developnae-nt problem and by supporting t h e  Cypriot development e f f o r t  our 
program dl1 GeXve t o  strengthen Western-oriented forces and demonstrate the 
advantages a f  communal cooperation. 



Country: CYPRUS 

U.S. O b j e c t i v e s  and S t r a t e m  

must not ba divulped to unauthorix*d indi- 

t7.S. a i d  t n  ? ? i y w q  5 9  d a ~ i f n ~ d  t n  m ~ ~ t  t h p  fn ' l ln~~r iny  nh_i+rtfvpe: 
( a )  t o  m a i n t a i n  a c c e s s  to v a l u a b l e  U.S. communications f a c i l i t i e s ;  
( b )  t o  a s s i s t  Cyprus d e a l  w i t h  problems of economic ad jus tment  i n  
o rder  t o  r e d u c e  t h e  p o s s i b i l i t y  of  a Communist front electoral 
v i c t o r y  i n  t h e  lQ65 e l e c t i o n ;  and ( c )  t o  promote Greek-Turkish 
communal coopera t ion .  

The Uni ted  S t a t e s  w i l l  con t inue  t o  p rov ide  Cyprus w i t h  s u f f i c i e n t  
Development Grant ,  Development Loan and P.L. 480 a i d  t o  a v o i d  
endangering our communications p r i v i l e g e s .  We w i l l  u rge  t h e  Gov- 
ernment o f  Cyprus ( G O C )  t o  seek  a s s i s t a n c e  from non-U.S. s o u r c e s  
and t o  encourage p r i v a t e  f o r e i g n  investment .  

Devpl opment, Grant, p r o r a m  p a l  q inc l  l l d ~  : ( a  ) i m p r n v ~ r n ~ n t  i n  de- 
velopment p lanning  and r e s o u r c e  use ;  ( b )  promoting i n s t i t u t i o n a l  
development; ( c )  s t r e n g t h e n i n g  f r e e  t r a d e  unions i n  t h e i r  s t r u g g l e  
w i t h  t h e  Communists; and ( d )  improvement of  i n t e r n a l  s e c u r i t y .  We 
a r e  p r e p a r e d  t o  cons ider  l i m i t e d  Development Loan f i n a n c i n g  f o r  
p r o j e c t s  which have r e a s o n a b l y  e a r l y  r e t u r n s .  P.L. 480 a s s i s t a n c e  
i s  being s h i f t e d  from a T i t l e  I1 g r a n t  b a s i s  t o  a  T i t l e  I s a l e s  
b a s i s .  

Economic a s s i s t a n c e  a l o n e  cannot  a s s u r e  t h e  achievement of  our 
o b j e c t i v e s ;  t h e r e f o r e ,  our s t r a t e g y  c a l l s  f o r  c o l l a t e r a l  a c t i o n s  
i n  t h e  d i p l o m a t i c ,  i n t e l l i g e n c e ,  in format iona l ,  and c u l t u r a l  
f i e l d s .  

Current  S i t u a t i o n  

P r o s p e c t s  f o r  t h e  f u t u r e  a r e  clouded somewhat by t h e  c o n t i n u i n g  
f r i c t i o n  between t h e  Greek and Turk ish  Cypriots ,  b y  t h e  growth o f  
Communist i n f l u e n c e ,  and by t h e  p r o s p e c t  of a  cutback i n  B r i t i s h  
use o f  b a s e s  w i t h  consequent diminut ion o f  Cypriot  ea rn ings .  Dur- 
i n g  t h e  p a s t  y e a r  t h e  C y p r i o t s  have made good progress  i n  t h e i r  
e f f o r t s  t o  b u i l d  a  modern n a t i o n .  The development program i s  moving 
from t h e  survey  t o  t h e  implementat ion s t a g e .  Development Loans a r e  
be ing  n e g o t i a t e d  w i t h  Germany, t h e  I n t e r n a t i o n a l  Bank f o r  Recon- 
s t r u c t i o n  and Development ( I B R D ) ,  and t h e  United S t a t e s .  The p lan-  
n i n g  Commission and t h e  Water Development Department have been r e -  
organized and s t reng thened .  A development plan i s  being prepared .  
A C e n t r a l  Bank and a  Development Bank w i l l  soon be open f o r  b u s i -  
ness .  The government and t h e  b u s j n e s s  community a r e  movine ahead 
on a  number of development p r o j e c t s .  Free t r a d e  union l e a d e r s  and 

. s e c u r i t y  personne l  have b e n e f i t e d  by t r a i n i n g  i n  t h e  Unite? S t a t e l .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

- 
~ D e v e b p m e n t  lending cmtemploted Project opplicot~ons will be mnsidw.4 

Surveys made under t h e  U.S. a i d  program of FY 1962 a r e  be ing  
t r a n s l a t e d  i n t o  a c t i o n  i n  FY 1963. We have provided t e c h n i c a l  
e x p e r t s  i n  economic p lanning ,  c e n t r a l  banking,  development bank- 
ing ,  wate r  development, a g r i c u l t u r e ,  c o o p e r a t i v e s ,  l a b o r ,  s o c i a l  
s e c u r i t y ,  and i n d u s t r i a l  s a f e t y .  We c u r r e n t l y  a r e  n e g o t i a t i n g  a  
$2 m i l l i o n  Development Loan f o r  earthmoving and l a n d l e v e l l i n g  
equipment t o  h e l p  Cyprus s o l v e  her  c r i t i c a l  s u r f a c e  water  prob- 
lems. 

A Development Grant  program of $1 . O  m i l l i o n  i s  proposed f o r  FY 
1964. It cont inues  t h e  program a long  r e c e n t l y  e s t a b l i s h e d  l i n e s  
and i n c l u d e s  p r o j e c t s  f o r  economic p lanning ,  s t a t i s t i c s ,  c e n t r a l  
banking, development banking,  water  development, a g r i c u l t u r e ,  
l a b o r ,  and p u b l i c  s a f e t y .  
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A $2.1 mi l l ion  P.O. 480, T i t l e  I, program (country u se )  i s  now 
being negot ia ted .  I t  w i l l  provide 30,000 tons of wheat and 2,000 
tons  of soybean o i l  t o  cover requirements through June 30, 1964. 
I t  i s  expected t h a t  P.L. 480 w i l l  be a continuing aspect  of U.S. 
economic a i d  t o  Cyprus. 

FY 1 964 A .  I. D. PROPOSED PROGRAM 

( In mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  - 2.0 a/ 
Development Programs - 2.0 

Development Grants - Tota l  0.7 0.9 1 . O  

Food and Agr icul ture  0.4 0.4 
Publ ic  Safe ty  0.1 0.1 
Publ ic  Administrat ion 0.3 0.2 
Other 0.4 0.4 0.3 

Other 1J.S. Assistance 
Food fo r  Peace, T i t l e s  I and I V :  

Country Uses - 2.1 1 . I  
(Sa l e s  Agreements) ( - )  (2.8) (1 .5)  

FINANCIAL DATA 

AGENCY FOR INT'L. DEVEIOPMENT - TOTAL '' 
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants . " 
Development Loans .................. - 
Other A.I .D.  ....................... - 

FOOD FOR PEACE (P .L. 480) - TOTAL 8.2 
T i t l e  I, Country Uses .............. - 

( s a l e s  Agreements) ............... ( -)  
T i t l e  11 ........................... 8.2 
T i t l e  I11 .......................... - 
T i t l e  I V  ........................... - 

EX-IM BANK LONG-TERM LOANS ............ 
........ OTHER U.S. ECONOMIC ASSISTANCE 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. - 
M.A.P. - Credi t  Ass is tance  ......... - .......... Other Mi l i t a ry  Ass is tance  - 

ASSISTANCE FROM INT L . AGENCIES .. UN Tech. A s s ' t .  ( C Y  ending i n  F Y ) .  0.1 - 

IJN Special  Fund .................... 0.8 

..... SINO-SOVIET BLOC ASSISTANCE ( c Y ) .  1 .3 

* Less t han  $100,000. 
a-/ Development Lending contemplated; p ro j ec t  app l i ca t ions  w i l l  be 

considered. 

Obligations and Comitments 
(mi l l ions  of  d o l l a r s  & d o l l a r  equiv.) 

LOAN $ REPAYMENTS & INTEREST. ......... - 

FY 
1961 

FY 
1962 

FY 
1966-1962 



Greece 



Greece 

G ree c e - GENERAL ECONOMIC DATA 

BASIC DATA 

- ....... . . . . . .  Population (millions 1962). 8.5 Life Expectancy (years) 
........ Annual Growth (percent) 0.9 

. . . . . . . . . .  People  per Doc tor . .  
Area (1000 sq. mi.) ............... 51 

........ - ............ Pop. Density per sq. mi. 168 Literacy Ra te  % 
Agricultural Land 

.......... .......... Percent  of Total  Area.. 68 Pupi l s  a s  % of Pop. 
............... Acres per Capita  2.6 (Primary & Secondary) 

1959 1960 - - 
INTERNATIONAL TRADE ($ millions) 

Total  Exports (f.0.b.). ............ 204 203 

Calendar Years 
196 1 - 

Tobacco ................ (68) (75) 
Total  Imports (c.i.f.) ............. 

Trade  Ba lance . .  
5 1 4  ............... -269 -311 

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - $ millions) 

219 235 

COST O F  LIVING INDEX (1958'100). . 102 104 

;ROQTH IYDIC4TORS 

rota1 GNP f in  1961 prices; S millionsJ* ...................... 
................................... P e r  Capita  GNP (dollars) 

nvestment a s  percent of GYP ................................... 
)omestic Savings a s  '% of Intestment .......................... 

............................... qet Foreign Balance a s  % of GNP 
:entral Gov't Domestic Revenues a s  B of GNP .............. 

\p icu l tu ra l  Prod. Index (1952-51300) ......................... 
................................................. Index per Capita ....................... Wheat (1,000 MT) 

ndustrial Prod. Index (1958q00) ................................ 

ZENTRAL GOVERNMENT FRANCES* 
(FY ending December 31) 

rota1 Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Capital  Outlays) ............................................ 

......................................... rota1 Domestic Revenues 

Deficit or Surplus ............................................... 

Converted a t  30 drachmas per U.S.$. 
A.I.D. estimates. 

Colendar Years 
1959 - - 1961 1960 

3,124 3,259 3,625 
379 391 431 

18 18 20 
74 68 73 

5 6 5 
16 16 16 

130 122 143 
123 114 132 

1,770 1,665 1,590 

101 111 117 

- Mill~on Dollar Equ~va len t s  - 

1962 Est .  

3,750 
442 

20 
74 

5 
17 

139 
128 

1,700 

122 

Country P r o ~ r e s s  

Since the defeat of the Communist forces within Greece the severely damaged and 
dislocated economy has been rehabi l i ta ted.  Much of the economic and soc ia l  infra-  
s t ructure needed for future growth has been created and r e a l  national income has 
more than doubled. Greek care i n  recent years i n  gu id iw f inancial  and economic 
policy i s  reflected in the r i s e  of government development expenditures of 880 m i l -  
l ion,  o r  788, between 1959 and 1962; a constant pr ice l eve l  f o r  the past f i v e  years; 
and increased gold and foreign exchange reserves of $75 million between December 
1956 and November 1962. Continuiw politi .cal s t a b i l i t y  under a democratic form of 
government i s  expected. 

Selected Indicators of Promess or  Goals 

Industr ia l  production (1958=100) 88 117 246 

Agricultural production (1952-1954=100) 133 143 204 
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U.S. Objectives and St ra tegy 

U.S. ob jec t ives  a re :  

A stab16 Greece capable of maintaining a  representa t ive  go 
based on f r e e  e l ec t ions ,  economic development, and s o c i a l  r 
continued Greek p a r t i c i p a t i o n  i n  North At l an t i c  Treaty Drga 
(NATO), maintenance of Greek armed forces  capab i l i t y ,  a  
access  by t h e  United S t a t e s  and NATO t o  ove r f l i gh t ,  s t  
base r i g h t s  i n  Greece; and a  se l f -sus ta in ing economy w 
po r t  Greece's  cont r ibut ion  t o  defense, not  dependent f o r  
on s p e c i a l  arrangements f o r  ex te rna l  economic ass is tance .  

Ec0nomi.c progress  and p o l i t i c a l  s t a b i l i t y  a r e  making Greece in- 
c reas ingly  a t t r a c t i v e  t o  fore ign  inves tors .  Greece r ecen t ly  has 
become an a s soc ia t e  member of t he  Common Market and i s  borrowing 
s u b s t a n t i a l  c a p i t a l  from Western Europe. I?-ogress i s  being made 
toward se t t lement  of prewar debt. A set t lement would encourage 
a d d i t i o n a l  investment from new sources such a s  the  In t e rna t iona l  
Bank f o r  Reconstruction and Development ( I R R D ) .  Much remains t o  
be done t o  enable Greece t o  compete with Western Europe, but 
ex te rna l  a s s i s t a n c e  needed can be provided increas ingly  from nor- 
mal sources.  Greece i s  increas ingly  se l f - r e l i an t  i n  con t r a s t  t o  - 
i t s  e a r l i e r  pos i t ion ,  mainly the  r e s u l t  of $1.8 b i l l i o n  of economic 
a s s i s t ance  from the  United S t a t e s  since 1948. 

Therefore, we foresee  a time i n  t he  near fu tu re  when we can accom- 
p l i s h  our ob jec t ives  without fu r the r  a l loca t ion  of Agency f o r  
In t e rna t iona l  Development (A.I.D.) resources .  O u r  approach i s  t o  
induce t h e  Europeans under the  Organization for Economic Coopet-a- 
t i o n  and Development (OECD) Consortium t o  assume a l a rge r  share  
of t h e  burden of supporting Greek development. We a l s o  expect  
Greece increas ingly  t o  seek c a p i t a l  a s s i s t ance  from t h e  Export- 
Import (Ex-Im) Bank, 

Development Grant and Supporting Assistance programs f o r  Greece 
were terminated a s  of June 30, 1962. The Food f o r  Peace program 
w i l l  continue t o  represent  an important element of a s s i s t ance .  
U.S. long-term as s i s t ance  s t r a t egy  recognizes the need t o  continue 
the  ? l i l i t a r y  Assistance Program (M.A.P.) f o r  some time t o  come. 

The emphasis of t he  United S t a t e s ,  t h e  European Investment Bank, 
and o ther  Consortium members on loans r a t h e r  than grants  has 
acce le ra t ed  Greek e f f o r t s  t o ' p l a n  t h e i r  development program wi th  
g rea t e r  s p e c i f i c i t y  and depth. The Greek Government a l s o  has 
responded t o  the  st imulus of associa t ion  wi th  the Common Market by 
undertaking new f i s c a l  and adminis t ra t ive  measures t o  encourage 
the  p r i v a t e  sec tor .  While the  United S t a t e s  w i l l  continue t o  urge 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I n 49,~evelap. Grants 

PROPOSED PROGRAM ,'E 

the  Greck Government t o  undertske s e l f - h d p  m a s u r e s ,  it w i l l  
r e l y  pri.marlly on the  Cocsortium i n  t h i s  a r ea .  The following 
a reas  a r e  the  post  s ign i f i can t :  ( a )  cncouragernect of fore ign  
investment; ( h )  ac.;eleration i n  the  process f o r  approving inves t -  
ment app1icat.Jor.s; and ( c )  st,rengther.ing sdmir, is trat ion of t h e  
income tax law. 

Current S i tua t ion  

1 .  Recent Economic Developments. Average growth i n  Gross 
National Product ( G N P )  was 5.6% a  year between 1957 and 1962. 
A 24% increase  i n  budgetary revenues from domestic sources 
from $514 mi l l ion  i n  1960 t o  $636 mi l l i on  i n  1962, and con- 
t inued fore ign  a i d  permitted increases  of 36% i n  the  inves t -  
ment budget, and 20% i n  government operations without jeopard- 
i z ing  monetary s t a b i l i t y .  Of $737 mi l l i on  i n  expenditures i n  
1962, $185 mi l l ion  was fo r  t he  investment budget, $170 mi l l ion  
f o r  defense, and $382 mi l l ion  f o r  government operations.  

A s u b s t a n t i a l  balance-of-payments d e f i c i t  on current  account 
continues,  s ince  gains from se rv ices  and small increases  i n  
expor ts  have not  o f f s e t  t he  r ap id ly  r i s i n g  volume of imports 
Capi ta l  inflows from fore ign a i d ,  p r i v a t e  investment, non- 
r ecu r r ing  r e p a t r i a t i o n s  of c a p i t a l ;  new ( n e t )  suppl ier  c r ed i  
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German and I t a l i a n  r epa ra t ions  payments have more than o f f s e t  
t he  d e f i c i t ,  and fore ign  exchange r e se rves  have r i s e n .  

2. Greek Projec t ions .  The Government's prel iminary projec t ion  of 
a 6% annual ~ o w t h  i n  GNP from 1961 through 1971 i s  t he  bas i s  
of an accelera ted  r i s e  i n  non-agr icul tura i  jobs and a reduced 
d i s p a r i t y  between r u r a l  and urban incomes. The projec ted  r a t e  
of growth i s  requi red  t o  f a c i l i t a t e  i n t eg ra t ion  wi th  the  Com- 
mon Market. A , subs t an t i a l  s h i f t  among economic sec to r s  i s  en- 
visaged with indus t ry  expanding 7.8$, s e rv i ces ,  6.8$, and ag r i cu l  
t u r e  r i s i n g  3.5% per annum. Within t h e  a g r i c u l t u r a l  sec tor ,  a  
dec l ine  of 10% i s  projec ted  i n  ed ib l e  ce rea l s ,  with s u b s t a n t i a l  
increases  f o r  cotton,  l ives tock,  and f r u i t s  and vegetables,  i n  
order  t o  increase  a g r i c u l t u r a l  income and exports .  An increase  
i n  pe r  cap i t a  conmapt ion  of e l e c t r i c  power from 290 KWH i n  1961 
t o  792 KWH i n  1971 i s  projec ted .  

The Greek Government regards  a l l e v i a t i o n  of unemployment and 
underemployment a s  a major objec t ive .  Assuming continued emi- 
gra t ion , .  400,000 add i t iona l  jobs i n  indus t ry  and se rv ices  
during t h e  next t en  years  a r e  needed t o  absorb the  300,000 in-  
c rease  i n  the  labor force  and permit reduct ion  i n  unemployment. 

To ta l  pro jec ted  investment during the  period 1962-1 966 i s  
$4.9 b i l l i o n  of which f ixed  publ ic  investment i s  $1.7 b i l l i o n .  
Sources of f inancing include domestic publ ic  savings of 
$720 mi l l i on  and domestic p r iva t e  savings of $3.4 b i l l i o n ,  

The United S t a t e s  i s  genera l ly  i n  accord wi th  the  over-al l  
product ion and emploGent goals indica ted  i n  t h e  Greek docu- 
& n t s  submitted t b  the  OECD consortilm. However, t he  l ack  of 
any comprehensive sec to r  ana lys i s  makes it d i f f i c u l t  t o  a s s e s s  
e i t h e r  the  i n t e r n a l  cons is tercy  an3 v a l i d i t y  of t he  Greek es- 
t imates ,  o r  t he  fore ign  exchange impact. We look t o  t,he Con- 
sort ium t o  encourage t h e  Greek Government t o  formulate s p e c i f i c  
ob jec t ives  Kore prec ise ly .  

3.  Progress of t h e  Consortium. Thus f a r  t he  Consortium review 
has been l imi t ed  t o  an ana lys i s  of Greek fore ign  exchange r e -  
quirements f o r  1963. Arrangements f o r  f i  
~ l a n n e d  were reviewed a t  the  l a s t  meeting. 

Greek o f f i c i a l s  expressed t h e  hope a t  t h e  first Consartium 
meeting, October 5,  1962, t h a t  they would be ab le  t o  c m -  
p l e t e  a comprehensive statement of t h e i r  Five-Year Develop- 
ment Plan by t h e  end'of 1962. This  would permit  t he  Consort- 
ium t o  consider requirements f o r  1961, and f u t u r e  years .  It 
now appears t h a t  such s tud ie s ,  t o  include an evaluat ion  of 
adjustments t o  be made a s  a result of Greece's a s soc ia t ion  
with t h e  Common Market, w i l l  no t  be completed fo r  another 
s i x  t o  n ine  months. The Consortium is expected t o  begin 
SOOC an examination of Greece's long-term needs f o r  'key 
sec tors  such a s  road construction and power. -- 

FY 1964 Program 

Development loans  of $35 mi l l ion  a r e  expected t o  be author ized  
before the  end of FY 1963. For FY 1964, we consider t h a t  a $25 
mi l l ion  development loan  program w i l l  be appropr ia te .  Loans a t  
a  medium r a t e  of i n t e r e s t  f o r  ~ r o i e c t s  and uromams in  FY 1063 
and FY 1964 a r e  expected t o  beA concentrated- i nv the  e l e c t r i c  power 
and development banking sec to r s .  

In the  years 1960-1962 U.S. a i d ,  excluding M.A.P. accounted f o r  
70% of t o t a l  fore ign  a s s i s t ance  disbursements t o  Greece; t he  r e -  
maining 30% came from West German loans. The Germans a l s o  made a 
$50 mill ion loan commitment i n  1962 f o r  t h e  Megalopoulis l i g n i t e  
e l e c t r i c  power complex i n  south c e n t r a l  Greece. Greece w i l l  r e -  
ce ive  loans from other sources i n  1963. The flow of European In- 
vestment Bank c r e d i t s  w i l l  begin i n  1963, and Greece w i l l  r ece ive  
budget a s s i s t ance  from c e r t a i n  European coun t r i e s  a s  a r e s u l t  of 
t he  study conducted by t h e  NATO Working Group on Greek Defense 
Problems. European countr ies  i n  the  Consortium, o ther  than 
Germany, a r e  l i k e l y  t o  be lending t o  Greece i n  1963 and 1964. 

Thus, t he  genera l  outlook i s  f o r  a reduct ion  i n  the  United S t a t e s  
Government share  of a i d  t o  Greece. Furthermore, we expect t h e  
Greek p r iva t e  sec tor  t o  present  an increas ing  volume of loan  ap- 
p l i ca t ions  t o  t h e  Ex-Im Bank. Greek a b i l i t y  t o  obta in  c a p i t a l  
from p r iva t e  U.S. banks was demonstrated t h i s  pas t  year by the  
agreement of t h e  Manufacturers-Hanover Trust  Company t o  provide 
an $8 mi l l ion  loan t o  t h e  Economic Development Finance Corporation 
and another f o r  $6 mi l l ion  t o  t h e  Public Power Corporation. In 
November 1962, agreement was reached between t h e  Government of 
Greece and an American inves tor  on t h e  establishment of an ESSO 

t h a t  t h e  p o s s i b i l i t y  of fu r the r  assist an^^ i n  1963 voulz not  r e f ine ry  and r e l a t e d  i n d u s t r i a l  complex which would involve 
be precluded i f  t he  need could be demonstratezl. p o t e n t i a l  U.S. p r iva t e  investment of 3110 mi l l ion .  
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FY 1963 FY 1964 
FY 1962 Estimated Proposed 

Development Loans - Tota l  
Power and Communication 
Development Banks and Other 

F inanc ia l  I n s t i t u t i o n s  
Development Programs 

Development Grants - Tota l  

Transpor ta t ion  
Indus t ry  and Mining 
Other 

Deobligations During FY 1962 

Suuport ing Assistance - Tota l  

Non-Project 

Deobligations During FY 1962 

Other U.S. Assistance 
Food fo r  Peace, T i t l e s  I and I V :  

Country Uses 6.6 6.5 7.9 
(Sa l e s  Agreements) (10.2)  (1 1 .2)  (9.7) 

M i l i t a r y  Assistance Program ll9.4 89.6 103 .f 

* Less than  $100,000. 



Greece 
U . S .  FOREIGN A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  

L Y E A R S  

1 9 5 7  PROGRAM 
- 

ECONOMIC - TOTAL ..................................... 
G R A U T S  .................................... 

..................................... L O A N S  

AQENCY FOR IUTERNATIONAL OEYELOPYEUT - TOTAL.. ..... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G r a n t s  

Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL CCOPERATIONIDEVELOPMENT GRANTS. . . . . . . . .  I - 

1946  -48- 

2 2 i L  
h13.9 
111.3 

- - 

FOOD FOR PEACE ( P L  9 8 0 )  - TOTAL... ................. I - 

DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER A.1.D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

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

- 
- 

. . . . . . . . . . . . . . .  . 1 0 4 c  C r o n t r  f o r  Common D e f e n s e  
. . .  . 104d  C r m t r  from T r i a n g u l a r  T r a n s a c t t o n s . .  

. . . . . . .  . 1 0 4 e  C r a n t r  f o r  Economic D e v e l o p m e n t . .  
. . . . . . . . . . . . . .  . 1 0 4 e  Laanr t o  P r i v a t e  I n d u s t r y .  

. . . . . . . . . . . . . . . . . .  . 104g  Loons t o  C a v e r n m e n t s . .  

O T H E R  u.3.  ECOUOMIC PROQRAMS. .  ..................... I 510.5 

- 
- 
- - - 

T I T L E  I I - EMERGENCY REL IEF . .  . . . . . . . . . . . . . . . . . . . .  

T I T L E  I  I  I - VOLUNTARY RELl  EF AGENCIES.. . . . . . . . . . .  
T I T L E  I V  - W L L A R  CREDIT SALES . . . . . . . . . . . . . . . . . . .  

MILITARY - TOTAL.. ..................... .. ..........I 

- 
- 
- 

Q R A U T S  .................................... 198.L 
LOANS ..................................... I - 

- .. MIL ITARY ASSISTANCE PROGRAM - Y A P  (Chp.  t a  App. ). 
. . .  ( A d d i t i o n a l  C r o n t r  from Brcess S t o c k s ) .  (-) I - 

OTHER MIL ITARY ASSISTAUCE .......................... 198.L -- - - - - - - -- 

TOTAL ECONOMIC AND MILITARY .......................... 723.6 t- 
FOREIQN ASSISTANCE ACT PROGRAM ..................... 
OTHER AS3l3TAUCE..  . . . . . . . . . . . . . . . . . . . . . . . . .  ...I 7 2 3 1 6  

OTHER ASSISTANCE AND REPAYMENTS 

I ASSISTANCE FROM INTERNATIONAL AGENCIES 
FY 1961 FY 1962 FY 1946-62 --- 

SINO-SOVIET BLOC ASSISTANCE LOAN DOLLAR REPAYMENTS AND INTEREST 
FY 1961 FY 1962 FY 1946-62 

A.I.D. a n d  PL L80 L e a n s  

R-Im. B a n k  (Long Term)  0.8 1.0 10.6 
O t h e r  G o v e r n m e n t  L e a n s  d 1.9 1.0 50.3 

. . . . . . . . . . . . . . . . . . . . . . . . . .  1961 ( C a l e n d a r  Y e a r ] .  - 

. . . . . . . . . . . . . . . . . . . . . . . . . .  1962  [ 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  1962. .  . . . . . . . . . . . . . . . . . . . . . . . . .  - 

U N T ~ C ~ . A S S ' ~ . ( C Y )  . . . .  0.3 0.3 2.1 . . . . . .  w s p e c i a l h n d  0.5 0.L 1.2 
I F C - I n t ' l .  F i n a n c e  Corp. . .  0.6 0.6 

1 
L e s s  t h a n  $50,000. 

a / R e p r e s e n t s  m e r c h a n t  s h i p  s a l e s  o n l y .  





India 

BASIC DATA 

Population (millions - 1962). ....... 452.0 Life Expectancy . . . . . . .  42 
Annual Growth (percent) . . . . . . . .  2.3 

People per Doctor. .  . . . . . . . . . .  5,000 
Area (1000 sq. mi.) ............... 1,260 

. . . . . . . . . . . .  Pop. Density per sq. mi. ........ 359 Literacy Rate - % 24 
Agricultural Land 

Percent of Total Area.. .......... 53 Pupils a s  % of Pop. .......... 9 
Acres per Capita ............... 1.0 (Primary & Secondary) 

INDIA - GROWTH TRENDS 
I 5 B~llmns - 1961 Pr8r.r 1 

. - . - -...... - - ...... 1 S u m  o l  Me1 rar4,gn Bolowe B Sorngs 

07 I 1 I 

1957 1958 1959 1960 1961 1962 
FISCAL YEARS BEGINNING APRIL i i.011 

4 1959 1960 - 1961 1962 €st. - 
INTERNATIONAL TRADE (t millions) 

............ Total Exports (f.0. b.). 1.310 1.324 1.402 1,425 . - 
Tea  ustom toms Basis) .... (271) (260) (257) (275) 

TotalImports(c.i.f.) ............. 2.054 2,400 
Trade Balance ................. -639 -9% -652 -975 

.... COLD & FOREIGN EXCHANGE.. 801 667 662 547(~ov.  ) 
(end of FY - $ mill ions)  

COST O F  LIVING INDEX (1958=100). .' 104 106 108 112 

d Payments basis;  FY beginning Apri l  of year s ta ted.  
Calendar years. 

GROB'TH INDIC4TORS 1959 - 
...................... Total GNP (in 1961 prices; $ rnillrons)' 31,798 

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

Investment a s  percent of GYP ................................... 
.......................... Domestic SnvinRs as  % of Investment 

.................. Net Foreign Balance as  % of GYP 
Central Gov't Domestic Revenues as % of GNP.~::::::::: 

Agricultural Prod. Index (1952-54300) .d ................. 116 
Index per Capita ............................................... 103 
Food Grains (Mill. Ml') ................. 75.9 

Industrial Prod. Index (1958300) ................................ 108 

F i s c a l  Y e a r s  

1961 1960 - - 
34,030 35,420 

78 80 

1962 Est. 

36,800 
81 

18 
85 
3 

10 

128 
107 

82.0 

138 

CENTR hL GOVERNVENT FNANCES* - Million Dollar Eauivalents - 

Total Expenditures ................................................. 4,201 
(Defense Expenditures1 

49 845 5,468 .................................. (735) 
(Capitol Outlby s )  

(824) 
............................................ (1,745 (2,152) (2,411) 

??I Total Domestic Rerenues ......................................... 2,850 3,377 3,682 

Deficit or Surplus ............................................... -1,351 -1,468 -1,786 

* Converted a t  4.762 rupees per u.s.$. 
d Crop year beginning July 1 of year shown. 

Ihe s t a t e  governments levy substant ia l  revenue of t h e i r  own, not included here. 
For 1960-1961 th i s  amounted t o  about $1,300 million equivalent. 

Country Progress 

In  1951 India embarked on a 25-year economic development program i n  the  framework of 
successive Five-Year Plans. Long-range objectives include large-scale indus t r i a l i -  
zation, foodgrain self-sufficiency, elimination of the  need f o r  foreign aid ,  and 
massive educational and soc ia l  gains. Achievement of these objectives would double 
per capi ta  income by 1976, when India 's  population may reach 625 million. India has 
completed two Five-Year Plans and i s  entering the  t h i r d  year of i t s  Third Plan. 

Selected Indicators of Progress and Projections 
(u.s. Proj . )  

Unit 1950-51 1955-56 1960-61 1965-66 

1. Index of GNP (1951=100) 100 119 146 180 
2. Ind. Prod. Index (1958=100) 64 88 120 162 
3. S tee l  Froduction (Mil. MT) 1.4 1.7 6.0 
4. Coal Production (Mil. MT) 32 39 56 3.5 80 
5. Bwer - Ins t ld .  Cap. (Mil. KW) 2.3 3.4 5.7 10.5 
6. Foodgrains (Mil. MP) 51 67 81 9 5 
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Western Europe. S t r a t e g i c a l l y ,  it commands the Arabian Sea, t h e  
I n d i a n  Ocean and v i t a l  a i r  and l a n d  r o u t e s  between Europe and t h e  
F a r  E a s t .  Economically, it has  t h e  p o t e n t i a l  f o r  becoming a 
s t r o n g  i n d u s t r i a l  power. I d e o l o g i c a l l y ,  it i s  t h e  l a r g e s t  expo- 
nen t  of  democracy among t h e  emerging c o u n t r i e s  and  commands among 
t h o s e  c o u n t r i e s  c o n s i d e r a b l e  i n f l u e n c e  i n  world c o u n c i l s .  U.S. 
o b j e c t i v e s  i n  M i a  a r e  t o :  ( a )  a s s i s t  I n d i a  t o  remain independ- 
e n t ;  (b )  m a i n t a i n  c l o s e  a s s o c i a t i o n s  w i t h  t h e  F r e e  World; and  ( c )  
improve I n d i a ' s  d e f e n s e  c a p a b i l i t i e s  t o  enable it t o  r e s i s t  cur -  
r e n t  and f u t u r e  p r e s s u r e s  from Communist China. 

These o b j e c t i v e s  r e q u i r e  a r a t e  of economic growth s u f f i c i e n t  t o  
prcvi", eresoqxcco f o ~  dcvclopmcnt and defense and t o  p rov ide  t h e  
growing p o p u l a t i o n  w i t h  reasonable  p r o s p e c t s  of c o n t i n u i n g  i m -  
provements i n  l i v i n g  s t a n d a r d s .  I n d i a  cou ld  g ive  o t h e r  l e s s  
developed c o u n t r i e s  an example of growth under democracy more 
a t t r a c t i v e  than  t h e  p a t t e r n  suggested t o  them by Communist China. 
R e s o l u t i o n  of d i s p u t e s  between I n d i a  and i t s  Free World ne ighbors  
i s  n e c e s s a r y  t o  permi t  more e f f e c t i v e  concent ra t ion  on domest ic  
and r e g i o n a l  economic problems and t h e  r a t i o n a l  d e i e n s e  of' t h e  
whole sub-cont inen t .  I n  t h e  t h i r d  y e a r  of i t s  Thi rd  Development 
P l a n  (1960-1961 - 1965-1966), I n d i a  i s  confronted by s e r i o u s  
f i n a n c i a l ,  economic, and t e c h n i c a l  problems which a r c  compounded 
by t h e  immediate need t o  expand t h e  defense  e f f o r t .  

The immediate U.S. s t r a t e g y  i s  t o  j o i n  w i t h  the I n t e r n a t i o n a l  Bank 
f o r  Recons t ruc t ion  and Development (IBRD) Consortium members t h i s  
s p r i n g  t o  provide I n d i a  w i t h  a i d  f o r  t h e  t h i r d  y e a r  of  i t s  Thi rd  
P lan .  Although t h e  s c a l e  and t iming  of  t h e  f i n a n c i a l  requ i rements  
f o r  t h e  f o u r t h  and f i f t h  y e a r s  of  t h e  P lan  a r e  u n c e r t a i n ,  it i s  
n0.w e v i d e n t  t h a t  t h e  $6.7 b i l l i o n  of f o r e i g n  a s s i s t a n c e  e s t i m a t e d  
e a r l i e r  t o  be necessary  f o r  t h e  whole P lan  w i l l  n o t  be adequa te  
t o  meet o r i g i n a l  P l a n  t a r g e t s .  The need f o r  a d d i t i o n a l  e x t e r n a l  
a s s i s t a n c e  stems i n  p a r t  from o v e r l y  o p t i m i s t i c  e s t i m a t e s  of  ox- 
p o r t  e a r n i n g s  a t  t h e  t ime  t h e  P lan  was be ing  formulated,  unfore -  
seen  i n c r e a s e s  i n  p r o j e c t  c o s t s ,  and underes t imat ion  of mainte- 
nance requ i rements .  Furthermore,  I n d i a  has  s e t  a t a r g e t  of 
doubl ing  i t s  defense  e f f o r t ,  t h e  economic e f f e c t  of which cannot  

L 

PRIOR and CURRENT PROG 
(Millions of Dollars) 

1 2 0 . 9 ~ D e v e l o r ~ m e n t  Grants 

Development Loons 4 4 5  9 4 6 6 . 8  

' b$279.1 approved as of Feb. 28 

PROPOSED PROGRAM 
1 8.1 '"%4L , 

and w i l l  p r m i d e  thc rn'*c m a t e r i a l s ,  spare  p t t r t s  and other q u i p -  
ment t o  u t i l i z e  cxi.3ting facilities nnre efficiently. 

I n d i a  must a l s o  re-examine i t s  major economic p o l i c i e s  t o  f a c i l i -  
t a t e  r e d i v e c t i o n  of r e s o u r c e s  t o  h i g h e s t  p r i o r i t y  g o a l s .  The 
Uni ted  S t a t e s  w i l l  encourage such review,  d i r e ~ t l y  and th rough  
t h e  Consortium, r e c o g n i z i n g  t h e  l i m i t s  t o  changes t h a t  can be 
accompLshcd i n  t h e  s h o r t  r u n .  Any I n d i a n  tendency t o  r e q u e s t  
more a s s i s t a c c e  as t h e  s o l e  s o l u t i o n  t o  its d i f f i c u l t i e s  w i l l  be 
counte red  by an e f f o r t  t o  induce improved I n d i a n  performance. 
G r e a t e r  re?ianc<> on t h e  p r i c e  system and monetary and f i s c a l  
meas i res  than  on d i r e c t  c o n t r o l s  would h e l p  a s s u r e  more e f f e c t i v e  
u s e  of s c a r c e  r e s o u r c e s  a s  w e l l  a s  inr . rease p o t e n t i a l  s o u r c e s  of 
savirlgs for.  f u r t h e r  investment .  Otner  d e s i r a o l e  cnanges i n c l u d e  

y e t  be  c a l c u l a t e d .  Never the less ,  hecessary  a c t i o n s  must be t a k e n  
t o  m a i n t a i n  t h e  f low of a s s i s t a n c e  t o  I n d i a .  F o r e i g n  exchange 
financing on the o r d e r  of $1 b i l l i o n  from Free Vorld sources 
appears t o  be the  minimum new commitment t h a t  w i l l  be needed t o  
maintain the momentum of t h e  Plan.  This  l e v e l  of a i d  w i l l  enable 
I n d i a  fa place o r d e r s  for  c a p i t a l  p r o j e c t s  which t a k e  s e v e r a l  
$-ems to complete.aqd, whose o u t p u t  w i l l  be needed a t  t h a t  t ime  - 
, L. ment i s  a major requ i rement  f o r  more r a p i d  i n d u s t r i a l  development. 
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N ( I ~ L N T I ~ ~ '  +- h t3 b hJ 

19 

improvzments i n  managemenr, of  p u b l i c  e n t e r p r i s e s ,  g r e a t e r  incen-  
t i v e s  t o  promote domest ic  p r i v a t e  inves tment ,  g r e ~ t e r  r e s o r t  t o  
investment  p r o j e c t s  w i t h  high l a b o r  c o n t e n t ,  ana more e f f i c i e n t  
u s e  of  e x i s t i n g  c a p i t a l  f a c i l i t i e s .  A most u r g e n t  need e x i s t s  t o  
improve t h e  ba lance  of payments, u s i n g  a v h r i e t y  of  broad-based 
programs t o  s t i m u l a t e  e x p o r t s ,  and g r e a t 5 r  i n  e r t i v e s  t o  s u h s t i -  
t u t e  domestic m a t e r i a l s  and equipment f o r  irrpoL*tc. F i n a l l y ,  re -  
l a x a t i o n  of r e s t r i r t i o r s  A i c n  now i n n i  )it pr iv , i t e  f o r e i g n  i n v e s t -  
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Curren t  S i t u a t i o n  

h r i n g  I n d i a ' s  f i r s t  two Five-Year P lans  ending March 30, 1961, 
r e a l  n a t i o n a l  income r o s e  4f$, i n d u s t r i a l  p roduc t ion  94%, a g r i c u l -  
t u r , , d  o u t p u t  4 l%,  and income p e r  c a p i t a  16%. During t h e s e  t e n  
y e a r s  about  $21 b i l l i o n  was i n v e s t e d ,  about  h a l f  of it i n  t h e  
p u b l i c  s e c t o r .  About 16% of t h e  investment  program 'das f i n a n c e d  
th rough  e x t e r n a l  a s s i s t a n c e ,  i n c l u d i n g  $1.1 b i l l i o n  of P.L. 480 
a i d .  Fore ign  exchange r e s e r v e s  provided a n o t h e r  $1.5 b i l l i o n .  
The groundwork f o r  f u t u r e  growth was l a i d  through t h e  expansion of 
b a s i c  f a c i l i t i e s  such a s  i r r i g a t i o n ,  power and t r a n s p o r t ;  i n  t h e  
development of b a s i c  i n d u s t r i e s  i n c l u d i n g  s t e e l ,  chemicals ,  and 
i n d u s t r i a l  machinery; and i n  expanding e d u c a t i o n a l  f a c i l i t i e s  t o  
t r a i n  s k i l l e d  manpower. 

The Thi rd  Five-Year P lan ,  begun i n  A p r i l  1961, c a l l s  f o r  develop- 
ment o u t l a y s  of $25 b i l l i o n ,  of  which $22 b i l l i o n  i s  f o r  i n v e s t -  
ment. Two-thirds of  t h e  program w i l l  be i n  t h e  p u b l i c  s e c t o r ,  
one- th i rd  i n  t h e  p r i v a t e  s e c t o r .  Investment  o u t l a y s  werf: planned 
t o  r i s e  from 11.5% t o  over  14% of n a t i o n a l  income whi le  n a t i o n a l  
income was t o  i n c r e a s e  by 30%. About 75% o f  t h e  t o t a l  investment  
program i s  t o  be f inanced  from domestic resources  and 25% w i t h  a i d  
from a:x-oad. 

The major o b j e c t i v e s  of  t h e  Thi rd  P lan  a r e  t o :  ( a )  o b t a i n  an an- 
n u a l  r i s e  i n  n a t i o n a l  income of over  5%; ( b )  move toward ach iev ing  
s e l f - s u f f i c i e n c y  i n  f o o d g r a i n s  and i n c r e a s e  a g r i c u l t u r a l  p roduc t ion  
t o  meet requ i rements  of i n d u s t r y ;  ( c )  expand b a s i c  i n d u s t r i e s  such 
a s  s t e e l ,  f u e l ,  power, f e r t i l i z e r ,  and machine b u i l d i n g ;  ( d )  i n -  
s u r e  expansion i n  employment o p p o r t u n i t i e s ;  and ( e )  reduce ine-  

' q u a l i t i e s  i n  incoae  and wea l th  and expand s o c i a l  s e r v i c e s .  TO 
a t t a i n  t h e s e  g o a i s  I n d i a  e s t i m a t e d  it would need $6.7 b i l l i o n  of 
f o r e i g n  a s s i s t a n c e ,  compris ing $1.2 b i l l i o n  P.L. $80 and $5.5 
h i l l i o n  i n  d i r e c t  f o r e i g n  exchange. Allowing f o r  p r e v i o u s l y  
pledged a i d  i n  t h e  p i p e l i n e  a t  t h e  beginning of t h e  Thi rd  P lan ,  
i n  a d d i t i o n  t o  new commitments of  a i d ,  I n d i a  had a v a i l a b l e  f o r  
Thi rd  Plan use almost  $4.0 b i l l i o n  of  f o r e i g n  exchange a s s i s t a n c e  
i n  a d d i t i o n  t o  P.L. 480 f i n a n c e d  commodities. 

A Consortium of donors ,  which i n c l u d e s  t h e  United S t a t e s ,  n i n e  
o t h e r  Free  World n a t i o n s ,  t h e  IBRD and I n t e r n a t i o n a l  Development 
A s s o c i a t i o n  (IDA), has  provided t h e  major  s h a r e  of I n d i a ' s  f o r e i g n  
exchange requirements  d u r i n g  t h e  f i r s t  two y e a r s  of t h e  P lan  a s  
f o l l o w s  : 

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

Consortium Pledges  f o r  FY 1961 -1962 and 1962-1962 
( ~ n  m i l l i o n s  of d o l l a r s )  

IBRD and IDA 450 
USA 980 
W .  Germany 364 
UK 266 

Japan 105 
S i x  Others  200 

T o t a l  2,365 

I n  a d d i t i o n ,  I c d i a  r e c e i v e d  a i d  commitments from t h e  S o v i e t  b l o c  
e s t i m a t e d  a t  over  $700 m i l l i o n  f o r  t h e  f ive-year  p e r i o d .  

Product ion cont inued  t o  r i s e  dur ing  t h e  f i r s t  two y e a r s  of t h e  
Third Plan,  b u t  i n d u s t r i a l  o u t p u t  i n c r e a s e d  7 4 %  a  y e a r   omp pared 
t o  ?-lo% a t  t h e  end of  t h e  Second P l a n .  A f t e r  a  l a r g e  g a i n  i n  
1365, a g r i c u l t u r a l  p roduc t ion  i n c r e a s e d  o n l y  s l i g h t l y .  Among 
t h e  p r i n c i p a l  f a c t o r s  l i m i t i n g  t h e  i n c r e a s e  i n  i n d u s t r i a l  pro-  
d u c t i c n  a r e  s h o r t a g e s  of  e s s e n t i a l  imported goods, b o t t l e n e c k s  
i n  t:ansporC?t$on and inadequa te  o u t p u t  of s t e e l ,  power and c c a l .  
I n  a d d i t i o n ,  d e l a y s  i n  major p r o j e c t s  s t a r t s  and scheduled com- 
1~1e t . ions  have a f f e c t e d  o v e r - a l l  o u t p u t  and w i l l  d e l a y  achievement 
of Plan  t , a rge t s .  R i s i n g  s t e e l  p roduc t ion ,  new e l e c t r i c  power 
c a p a c i t y  coming i n t o  u s e  and new t r a n s p o r t  equipment, however, w i l l  
c o n t r i b u t e  t o  overcoming e x i s t i n g  b o t t l e n e c k s  i n  t h e  coming year .  

A d e f i c i t  i n  t h e  ba lance  of  payments on c u r r e n t  account  i s  an 
expec ted  element i n  t h e  I n d i a n  s i t u s t i o n ,  bu t  t h e  s t r u c t u r e  of 
t h e  accounts  and t h e  weaknesses shown by a c t u a l  t r e n d s  compared 
w i t h  P lan  p r o j e c t i o n s  a r e  cause f o r  concern.  Exports  have been 
n e a r l y  s tagnant  f o r  t h e  p a s t  seven y e a r s  a t  an annua l  l e v e l  of 
$1.2 t o  $1.4 b i l l i o n  and have n o t  shown t h e  growth p r o j e c t e d  i n  
t h e  P lan .  Within t h e  t o t a l  import  b i l l ,  c u r r e n t l y  running about  
$2.4 b i l l i o n  a  y e a r ,  demand f o r  impor t s  t o  maintair ,  p roduc t ion  
h a s  r i s e n  f a s t e r  t h a n  expec ted .  Sovr re  r e s t r i c t i o n s  have had t o  
be  p u t  on impor t s .  A s  I n d i a ' s  exchange ho ld ings  dec l ined ,  i n v i s -  
i b l e s  have s h i f t e d  from l a r g e  s u r p l u s e s  t o  a  smal l  d e f i c i t .  Th is  
d e f i c i t  w i l l  con t inue  t o  grow a s  t h e  burden of I n d i a ' s  f o r e i g n  
d e b t ,  which i s  e s t i m s t e d  st over  $1.0 b i l l i o n  f o r  t h e  Third Plan 
p e r i o d ,  i n c r e a s e s .  Fore ign  exL!lanye r e s e r v e s  have f a l l e n  t o  
$547 m i l l i o n  a s  of November 1962 & s p i t e  heavy borrowings from 
t h e  I n t e r r s t i o n a l  M o n ~ t a r y  Fund (IMF) and t h e  u s e  of s u b s t a n t i a l  
amounts of f o r e i g n  d i d .  

CONFIDENT IAL  
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S i n c e  thn  &ginning  of  t h e  C o ~ s o r t i l m  q p r o l c b  i n  105?, t h e  
Uni ted  S t a t e s  h a s  provided '$1.2 h i l l i o n  of c a p i t a l  :i:;siatnnt:e. 
Almost h a l f  of t h i s  met maintenance rerluiremcnts fo l .  I n d i a n  p r i -  
v a t e  and p u b l i c  indu:;try; $:jUli m i l l i o n  w ~ l l  add mvrc, t k ? ; l r i  ' / . N U  
MW t o  I n d i a ' s  power system; and over  $1'50 m i l l i o n  h a s  t h u s  f a r  
been a l l o t t e d  t o  t h e  modernizzt ion of I n d i a ' s  r a i l w a y  system. 
Thus, l o a n  furids have been c o r ~ c e n t r a t e d  i n  the c r i t i c a l  a r o a s  of 
t h e  economy. The Development Grant program i s  p r o v i d i n g  sub- 
s t a n t i a l  a s s i s t a n c e  i n  a g r i c u 1 t u r : J  and engineer ing  educa t ion ,  
r a i s i n g  i n d u s t r i a l  p r o d u c t i v i t y ,  manpower t r a i n i n g  and improving 
h e a l t h .  P u b l i c  Law 480 supplic:; hbvn permi t ted  I n d i a  t o  meet i n -  
c r e a s i n g  demands f o r  food and f  +-her, and i n h i b i t i n g  t h e  i n f l a t i o n -  
a r y  p r e s s u r e s  c r e a t e d  by i t s  massive investment program. 

I n d i a ' s  s e l f - h e l p  e f f o r t s  a r c  r e f l e c t e d  i n  the  p o l i c i e s  con ta ined  
i n  i t s  development p l a n s  =d i n  i t s  a b i l i t y  t o  recognize  problems 
and d e v i s e  s o l u t i o n s  f o r  thzm. Tho Fivc-Pcar P lans  havc inproved 
s t e a d i l y  i n  comprehensiveness and c o n s i s t e n c y  and have had e f f e c t  
on t h e  government 's  day-to-day d e c i s i o n s .  Ind ia  h a s  t aken  s t e p s  
t o  m o b i l i z e  sav ings  and t o  r a i s e  t a x e s  and i t s  performance i s  i m -  
p rov ing .  F i s c a l  and monetary p o l i c i e s  have been c a r e f u l l y  employed 
t o  p r e v e n t  i n f l a t i o n  and t o  provide r e s o u r c e s  f o r  t h e  Development 
P lan .  A base f o r  mass educa t ion  has  been e s t a b l i s h e d  through t h e  
expansion of  elementary,  s e  cndary,  voca t iona l ,  and u n i v e r r i t y  
f a c i l i t i e s  t o  i n c r e a s e  t h e  number of  t r a i n e d  people needed Eor 
a g r i ~ u i t u r e  dild i r ~ d u s t r y .  The goverr~rnent h a s  o r f e r e d  many prac-  
t i c a l  encouragements t o  p r i v a t e  f i r m s  i n  e x e r c i s i n g  tile resporls j -  
b i l i t y  which it h a s  under  t h e  I n d i a n  C o n s t i t u t i o n  t o  s e t  t h e  form 
and pace o f  i n d u s t r i a l  expansion.  

FY 1964 Program 

Requirements  f o r  U.S. c a p i t a l  a s s i s t a n c e  during FY 1964, over lap-  
p i n g  two I n d i a n  f i s c a l  y e a r s  ( ~ p r i l  1 ,  1963 - Karch 31, 156&),  a r e  
e s t i m a t e d  a t  $500 m i l l i o n .  Of t h i s  amount, A . I . D .  d ~ v e l o p m e n t  
l o a n s  would provide about  $450 m i l l i o n  and the Export-Import 
(EX-Im) Bark p o s s i b l y  $50 m i l l i o n .  I t  i s  expected t h a t  approxi-  
mate ly  $250 m i l l i o n  of  t h e  t o t a l  development loan funds  w i l l  be 
used  t o  f i n a n c e  p r i o r i t y  p r o j e c t s ,  mainly i n  the f i e l d s  o f  power, 
t r a n s p o r t a t i o r  2nd p r i v a t :  s e c t o r  dsvelqpment. Th- b a l a r c e  w i l l  
p rov ide  f o r  lmports  of c a p i t a l  equipment, marhinery ccmponents, 
f e r t i l t z e r  and c r i t i c a l l y  needed i n d u s t r i a l  raw m 2 t e r i a l s .  
C a p i t a l  3 s s i s t a n c e  w i l l  be provided w i t h i n  the framework of  t h e  
e x i s t i n g  ISRD Consortium. 

T o t a l  ~ d e s  of  s u r p l u s  wheat, r i c e  and o t h e r  commodities under  
P.L. /&3 a r e  expected t o  reach a  l e v e l  o f  around $100 m i l l i o n .  

ill be made under  t h c  196C €our-year S a l e s  

bgresme!!t _Tor vhept  and r i c e  and under  slnppylementary s g r q w n n t s  
Tor o t h c r  ,:omnoditics. 

Loo1t.y Loails and ~nvostmt:nt @a]-an t les  by U.b.  f lrms 1llvt:stlng 
i n  I n d i a  a r e  expected t o  rol l t inue t o  p l a y  a  s i g n i f i r a n t  r o l e  i n  
t h e  p r i v a t e  s e c t o r .  To d a t e  1 4  l o a n s  t o t a l i n g  $27.1 m i l l i o n  
have been s igned .  

The proposed $8.1 m i l l i o n  Development Grant  program i s  l a r g e l y  
f o r  c o n t i n u i n g  c o s t s  of t e c h n i c a l  a s s i s t a n c e  p r o j e c t s  t o  i n c r e a s e  
a g r i r u l t i ~ r a l  p r o d i r t i o n ,  t3xpand f a r i l i  t i e s  f o r  e l  emcntary, cn- 
g i n e e r i n g ,  v o c a t i o n a l  and t e a c h e r - t r a i n i n g  educa t ion ,  and o t h e r  
t e c h n i c a l  a s s i s t a n c e  purposes.  I n  FY 1963, a  s i g n i f i c a n t  change 
was made i n  t h e  Development Grant h e a l t h  program by s h i f t i n g  
commodity requ i rements  f o r  t h e  Malar ia  E r ~ d i c a t i o n  Program, 
va lued  a t  $6 m i l l i o n ,  t o  a  Development Locn b a s i s ,  funding  o n l y  
t e c h n j c i s ~ s  c o s t s  undsr  t h e  Developmect Grant  program. 

FY 1964 b . 1  .D. PROPOSED PROGRAM 

(1n m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1564 

~ 3 9 6 2  Est imated Proposed 

kveLopment Loans - T o t a l  445.9 395.0 450.0 
Power and Communication 134.1 50.8 
I n d u s t r y  and Mining 68.8 48.5 
T r a n s p o r t a t i o n  43.0 15.7 
Development Programs 200.0 240. G 

Development Grants  - T o t a l  19.6 7 . 4  8.1 
Food and A g r i c u l t u r e  1 .9  1 . 8  1 . 5  
I n d u s t r y  and Mining 2 .7  0.5 1 . 7  
Educat ion 3 .0  2.7 2 .4  
Hea l th  and S a n i t a t i o n  I1 -5 0.5 0.5 
Other  1 . 8  1.5 1 . 6  

Deobl iga t ions  During FY 1962 -1 .1 xx xx 

Other  U.S. Ass i s tance  
Food f o r  Peace,  T i t l e s  I & I V :  

Country Uses 256.6 107.0 280. i, 
( S a l e s  Agreements ) (288.3)  (345.0)  (315.0)  

M i l i t a r y  Ass i s tance  Program - 60.0 50.0 



India 

U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAH A U T H O R I Z A T I O N S  
( M i l l i o n s  o f  D o l l a r s )  

PROGRAM 

.................................... ECONOMIC - TOTAL 

................................... GRANTS 
................................ LOANS.SI .  

. AGENCY FOR I ITERNAT IONAL  DEVELOPMENT TOTAL . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L o a n s  

. . . . .  TECHNICAL COOPERATION/DWELOPMENT GRANTS... 

DEVELOPMENT LOANS. . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER A. I .  D.. . . . . . . . . . . . . . . .  

FOOD FOR PEACE ( P L  $ 8 0 )  - TOTAL . . . . . . . . . . . . . . . . . . .  
T I T L E  I - PLANNED FOR GRANTS AND LCANS.. . . . . . . . .  

. . . . . . . . . . . . . .  . 1 0 4 ~  G r a n t s  f o r  Common Defense 
. .  . 104d G r a n t s  f r o m  T r i a n g u l a r  T r o n s o c t i o n s . .  

. . . . . .  . 104e G r a n t s  for Economic  D e v e l o p m e n t . .  
. . . . . . . . . . . . . .  . i04e Loons t o  P r t 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 o t a l  S a l e s  A g r e e m e n t s )  

T I T L E  I  I - EMERGENCY R E L I E F  

T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES 

T I T L E  I V  - COLLAR CREDIT SALES . . . . . . . . . . . . . . . . . .  

. . . . . . . . . .  EXPORT-IMPORT BANK LONG-TERM LOANS.. . . . .  

. . . . . . . . . . . . . . . . . . . . .  OTHER U.S. ECONOMIC PROGRAMS. 
- --- - 

ASS1 STANCE FROM l  NTERNATI ONAL AGENCIES 
F Y  1961 FY 1962 - - 

IBRD . World Bank . . . . .  90.0 lh5.5 
UN Tech. Ass' t. [ CY) . . . .  3.0 3.7 . . . . . . .  UN Spec ia l  Fund 5.2 5.7 
I n t ' l .  Dev. Associat ion . . 60.0 62.0 
IFC-Int'l.  Finance Corp. . .  0.2 

LC!? 
1956 

92.8 - 
55.3 
37.5 
- - 

60.0 
22.5 
37.5 

12.8 

L7.2 

32.8 - 
- 

(-1 

3.5 

29.3 

-- --- 

O T H E R  A S S I S T A N C E  AND R E P A Y M E N T S  

L Y E A R S  
1957 

364.8 
91.0 

273.8 

17.8 
L7.5 

3.8 

61.5 

280.3 

5L.O 

226.3 

(35L.6) 

1.4 

17 .8  

I I S INO-SOVIET  BLOC ASSISTANCE 

F Y  1945-62 

. . . . . . . . . . . . . . . . . . . . . . . . . .  817.L I 1 1961  ( C a l e n d a r  Y e a r l  1 1 I e n d  Y e  . . . . . . . . . . . . . . . . . . . . . . . . . .  32.5 

. . . . . . . . . . . . . . . . . . . . . . . . . .  1.6 C u m u l a t i v e  t h r u  1962  981.6 
L I 

+ Less than $50.030. 

TOTAL 

LOAN DOLLAR REPAYMENTS AND INTEREST 
FY 1961 FY 1962 Fy 1946-62 - 

A.I .D.  and PL 480 Loans - 
Ex-Im. Bank (Long ~ e n n )  1.7 5.9 8.0 
Other Oovernment Loans - l54.4 

a /  Does n o t  include $20.0 m i l l i o n  loan  i n  FY 1958 f inanced by Asian Economic Development Fund. lhese  a r e  included i n  NESA Regional. 
:/ Includes t h e  u t i l i z a t i o n  during FP 1946 of $29.2 mi l l ion  of lend-lease s i l v e r  c r e d i t s .  During FP 194046 ,  a t o t a l  of $160.7 m i l l i o n  

of such c r e d i t s  were extended to B r i t i s h  Ind ia .  ATter p a r t i t i o n ,  Pakistan agreed t o  repay $38.0 mi l l ion ,  b u t  i t  i r r  no t  poss ib le  t o  
d i s t r i b u t e  the  FP 191r6 por t ion  between the t ~ o  countr ies .  22 





BASIC DATA 

Population (millions . 1962). ....... 21.6 
Annual Growth (percent) ........ 2.5 

Area (1000 sq. mi.) ............... 636 
Pop. Density per sq. mi. . . . . . . . .  34 

Agricultural Land 
Percent of Total Area.. .......... 

............... Acres per Capita 3 -1 

. . . . . . .  LifeExpectancy n.a. 

. . . . . . . . . .  People per Doctor. .  5,000 

. . . . . . . . . . . .  Literacy Rate - % 1G15 

8 Pupils a s  % of Pop. ...... 
(Primary & Secondary) 

IRAN - GROWTH TRENDS 

Colendor Yeors 
1959 1960 - 1961 1962 €st .  

INTERNATIONAL TRADE (s m i l l i o n a d  - - 
~ o t a ~  Exports (1.o.b.). ............ 785 @5 872 895 

Petroleum Exports ...... (653) (683) (745) n.a. ............. Total Imports (c.i.1.) 
Trade Balance 

612 x 570 ................. 3 a +301 +325 

GOLD & FOREIGN EXCHANGE.. .... 214 184 208 205 
(end of year - $ millions) 

COST O F  LIMNG INDEX (1958=100). . 111 122 126 127 

Payments bas i s ;  years beginning Mrch  2 1  of  year shown. 

'otal GNP (in 1961 prices; S rn~llions)+ ...................... 
............................... Per Capita GNP (dollars) ..... 

ivestmenl a s  percent of GYP ................................... 
lomestic Sa\ ings as  % of lnveslment .......................... 
let Foreign Balance as  % of GYP ............................... 
lentrat Gov't Domestic Revenues as O/o of GNP .............. 

igricul~ural Prod. Index (1952-543003 ......................... 
Index per Capita ................................................. 
Wheat (1,000 M.T.) ..................... 

Petroleum Production ( M i l l .  M. T. ) ........ 
:ENTRAL GOVERNMENT FINANCES* 

(FY ending March 20) 

'otal Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Copit01 Outloys) .......................................... 

'otal Domestic Re\enues ......................................... 

Deficit or Surplus .................... .. ...................... 

Colendor Yeors 
1960 - 1959 - - 1961 

4,101 4,228 4,460 
204 205 211 

1962 Est. 

4,645 
2 15 

16 
100 - 

15 

127 
102 

2,600 

63 

- Million Dollor Equ~volents - 

Converted a t  75 r i a l s  per  u.s.$. 

Country Progress 

I ran 's  F i r s t  Development Plan began i n  1948, but was l a rge ly  abor t ive  because of 
t he  temporary drying up of o i l  revenues which followed na t iona l i za t ion  of t h e  o i l  
industry i n  1951. The Second Plan began i n  1955 and ended September 1962. A 5$ 
r a t e  of growth was ach iwed  over t h e  period. Gross domestic savings rose  from 5$ 
of Gross National Product (GNP) i n  1955 t o  over 16$ i n  1961. The Third Development 
Plan i s  now under way and w i l l  continue t o  March 1968. It c a l l s  f o r  $3.98 b i l l i o n  
of investment, $1.87 b i l l i o n  i n  t h e  public sec to r  and $2.11 b i l l i o n  i n  the  p r iva te  
sector.  About 80% of the  publ ic  sec to r  investment i s  t o  be  domestically financed, 
primarily from o i l  revenues. The annual growth r a t e  t a r g e t  i s  6$, which would be 
s u f f i c i e n t  t o  double per  capi ta ,  GNP i n  about 20 years.  

Selected Indicators  of Progress and Goals 

Index of Ind. Prod. (1958=100) 95 121 16 8 
Index of Agric. Prod. (1952-54=100) 124 129 14 8 
Crude Petroleum Prod. ( ~ i l .  MT) 3 6 58 103 
Wheat Production (1,000 MT) 2,800 2,800 3,150 
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U,S. O b j e c t i v e s  and S t r a t e m  

T--.- -- -.. - : 3 i + - - -  - 1 1 * -  ^P + L ^  T I - : + ^ . l  o+-+-- - . - - -.-A . . - - --  - - -  - - A - u I  I--- - - A  - A c + - F r ~  ~f Cc-t-nl 
T r e a t y  O r g a n i z a t i o n  (CENTO), i s  a  major l a n d  b a r r i e r  t o  S o v i e t  
expans ion  t o  t h e  P e r s i a n  Gulf and i n t o  t h e  Middle E a s t  and  A f r i c a ,  
w i t h  o i l  r e s o u r ~ e s  of c o n r i d e r a b l e  s t r a t e g i r  s i g ~ i f i c a n c e .  I t s  
s t a b i l i t y  and a l l i a n c e  w i t h  f r e e  n a t i o n s  a r e  d i r e c t l y  i n  t h e  U.S. 
i n t e r e s t .  The b a s i c  o b j e c t i v e  of  U.S, p o l i c y  toward I r a n  i s  t o  
a s s i s t  i t s  economic and p o l i t i c a l  development, s i n c e  t h e  g r e a t e s t  
t h r e a t  t o  t h e  n a t i o n ' s  s t a b i l i t y  and independence stems from i t s  
own i n t e r n a l  weaknesses. U.S. a i d  e n a b l e s  I r a n  t o  m a i n t a i  
s i z a b l e  m i l i t a r y  es tab l i shment  r e q u i r e d  by i t s  v u l n e r a b l e  p  
on t h e  b o r d e r  of t h e  USSR. 

To broaden  p o l i t i c a l  suppor t  of  h i s  regime, the Shah i n  r e c e n t  
no-,%hs b h n a  ~ h l f t c d  from !-&a t x d i t i s n a l  d q e ~ d e n c e  02 t h e  t3p  
landowning, monied, and r e l i g i o u s  groups t o  the p e a s a n t r y  through 
v i g o r o u s  implementation of a  reform program, the major  f e a t u r e  of 
which is  x idespread  l a n d  r e d i s t r i b u t i o n .  H e  has mnounced h i s  
i n t e n t i o n  oC hold ing  e l a c t i c n s  i n  t h e  summer of 1963 t o  r e i n s t a t e  
p s r l i a m e n t a r y  government, and has  s o l i d i f i e d  nat ion& suppor t  f o r  
t h e  re form program through a  r e c e n t  referendum approved by a n  
overwhelming m a j o r i t y .  He has  a l s o  b i d  f o r  support of o t h e r  
groups,  p a r t i c u l a r l y  l a b o r ,  w i t h  t h e  announcement of an i l l - thought -  
o u t  p r o f i t - s h a r i n g  scheme. D i s s a t i s f a c t i o n  among e l i t e  groups is  
h i g h ,  w i t h  c o n s q i e n t  p o l i t i c a l  t e n s i o n .  

I n  September 1962, I r a n  s t a r t e d  i t s  Third Development P l a n .  The 
P l a n  i s  s u b j e c t  t o  u n c e r t a i n t y  because of t h e  unknown e x t e n t  of 
t h e  ad jus tments  t h a t  w i l l  have t o  be made t o  r e f l e c t  c o s t s  of t h e  
re form prog1.m and t o  a s s u r e  t h a t  a v a i l a b l e  f inanc ing  i s  n o t  
exceeded. Never the less ,  t h e  P l a n  can  be expected t o  e x e r t  an 
i m p o r t a n t  i n f l u e n c e  on t h e  n a t i o n ' s  development c v e r  t h e  n e x t  few 
y e a r s .  

U.S. s t r a t e g y  toward I r x  emphasizes s u p p o r t  of t h e  c u r r e n t  move- 
ment f o r  s o c i a l  and ecommir: reform, which e n t a i l s  many f i n a n c i a l ,  
a d m i n i s t r a t i v e ,  and t e c h n i c a l  problems t h a t  w i l l  be  d i f f i c u l t  f o r  
Ira? t o  r e s o l v e .  The s i t u a t i o n  i s  one r e q u i r i n g  c o n s i d e r a b l e  
f leArit~;l i t jr  i n  a i d  a d m i n i s t r a t i o n  i f  o p p o r t u n i t i e s  f o r  e x e r t i n g  a 
constructive i n f l u e n c e  a r e  n o t  t o  be l o s t .  I ran w i l l  be encouraged 
t o  a d j u s t  t h ~  Thi rd  P l a n  t o  r e f l e c t  c o s t s  o f  the reform program. 
I t  w i l l  a l s o  be encourages t o  improve and s t reng then  development 
p l a n n i n g  and budgetary and f i s c a l  c o n t r o l s  t o  a s s u r e  more e f f i c i e n t  
r l sour+ce  m o b i l i z a t i o n  f o r  economic developnent. I n  s u p p o r t  of l a n d  
r e f o r m  t h e  United S t a t e s  p l a n s  t o  u s e  P.L. 480 t o  o f f s e t  t h e  ex- 
p e c t e d  temporary f a l l  i n  domestic food product ion.  Loca l  cur rency  
p r o c e e d s  w i l l  be provided t o  s t r e n g t h e n  coopera t ives  and o t h e r  new - 23 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 
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i PROPOSED PROGRAM 

h i c h  t h e  s u  

Cur ren t  S i t u a t i o n  

The Second P lan .  An organ ized  e f f o r t  t o  develop was n o t  begun 
u n t i l  t h e  shap ing  of I r a n ' s  Second Seven-Year Development P l a n  i n  
September 1955. Rapidly r i s i n g  o i l  revenues,  t o g e t h e r  wi th  a  
s u b s t a n t i a l  n e t  in f low of f o r e i g n  c a p i t a l ,  f i n a n c e d  a  r e l a t i v e l y  
h i g h  l e v s l  of investment .  The r a t e  of growth i n  Gross Nat iona l  



Product (GNP) over the  period was about 5%. Growth of the  o i l  and 
i n d u s t r i a l  s e c t o r s  was more r ap id  than the  average, but  ag r i cu l tu re  
lagged.  Domestic savings a s  a  source of development f inancing rose  
sharply .  Among achievements were cons t ruc t ion  of major, multi- 
purpose dams, a  s i g n i f i c a n t  s t a r t  toward establishment of a  na- 
t i o n a l  highway system, which was supported with U.S. f inancing,  
a i r p o r t  cons t ruc t ion ,  region& development i n  Khuzestan, and r a i l -  
road modernization supported by Export-Import (EX-1m) Bank loans.  

The Second Plan ,  however, su f f e red  from numerous shortcomings. 
The Plan  Organization con t ro l l ed  only about 60% of public sec tor  
investment under the  Plan .  There was l i t t l e  at tempt t o  coordinate 
pub l i c  investment with the  growing a c t i v i t y  and i n i t i a t i v e  i n  the  
p r i v a t e  sec to r .  An i n f l a t i o n a r y  c r i s i s  developed a f t e r  1957, 
because I r a n  f a i l e d  t o  l i m i t  the  growth of current  opera t ional  
expenditures and t o  keep t o t a l  investment expenditures i n  l i n e  
wi th  the  n a t i o n ' s  savings capacity and ex te rna l  ass is tance  oppor- 
t u n i t i e s .  The i n f l a t i o n  was brought t o  an end during 1961 follow- 
i n g  agreement with the  In t e rna t iona l  Monetary Fund (IMF) i n  1960 
i n  a  s t a b i l i z a t i o n  program, enforced p r i n c i p a l l y  by a  newly crea ted  
Cen t ra l  Bank. 

The Third Plan.  The Third Plan,  which began i n  September 1962, 
d i f f e r s  from e a r l i e r  p lans  i n  t h a t  it was meant t o  include a l l  
publ ic  s e c t o r  development and intended c l o s e r  coordination with 
p r i v a t e  investment. A s h i f t  i s  planned from the  l a r g e ,  s o c i a l  
i n f r a s t r u c t u r e  p r o j e c t s  t h a t  dominated the  Second Plan t o  smaller  
p r o j e c t s  intended t o  increase  production i n  the  sho r t  m, with 
s p e c i a l  emphasis on ag r i cu l tu re .  Approximately $200 mi l l ion  of 
government funds a r e  t o  be inves ted  i n  development lending i n s t i -  
t u t i o n s  t o  support  p r iva t e  en te rp r i se .  I r an ian  adminis t ra tors  
and supervisors  a r e  t o  replace  fo re ign  consul tants ,  and more 
emphasis i s  t o  be given t o  t r a in ing ,  improved administrat ion,  and 
education a t  a l l  l e v e l s .  

Approximately 80% of Third Plan expenditures a r e  t o  be financed 
domestically,  with fore ign  loans  i n  a  range of $75-90 mi l l ion  per  
year  counted on t o  provide the  balance. The investment l e v e l  
probably w i l l  be a  somewhat lower percentage of GNP than i n  cer-  
t a i n  yea r s  of t he  Second Plan,  but  it should be more i n  l i n e  with 
resource  a v a i l a b i l i t y ,  and the re fo re  l e s s  conducive t o  i n f l a t i o n .  

I n i t i a l  p r o j e c t  implementatibn under the  Third Plan has lagged, 
due i n  p a r t  t o  adminis t ra t ive  reorganiza t ion  following the  change 
of government l a s t  summer. This i n  t u r n  has  discouraged p r iva t e  
investment,  a s  has the  adverse impact of t h e  reform program on 
bus iness  confidence. Depressed i n t e r n a l  demand, r e s t r a i n t s  on 
non-essential  imports, and s t e a d i l y  mounting o i l  revenues have 

combined over the  l a s t  two years  t o  replenish  fore ign  exchange 
reserves ,  which had f a l l e n  r ap id ly  during the  previous in f l a t ion -  
a ry  c r i s i s .  

Reform Program. The major p o l i t i c a l  emphasis i n  I r a n  now l i e s  
i n  the  area of s o c i a l  reform. The revolut ionary  land reform 
decreed l a s t  year has s ince  been vigorously implemented by the  
Shah. About one-third of t he  v i l l a g e s  i n  mul t i -v i l lage  e s t a t e s  
a l ready had been d i s t r i b u t e d  by January 1963, t o  be operated by 
peasant-owned cooperatives.  The balance w i l l  be d i s t r i b u t e d  i n  
t h e  near fu tu re .  Smaller e s t a t e s  a r e  a l s o  t o  be d i s t r i b u t e d ,  
wi th  landlords being given some option on method and the  r i g h t  
t o  r e t a i n  some property.  D i f f i c u l t  technica l  and f i n a n c i a l  
problems are  involved i n  providing f o r  c r e d i t  extension and o ther  
e s s e n t i a l  serv ices  needed by the  new landowners. However, t he  
f euda l  land tenure  system has been broken, c r e a t i n g  new hopes 
and incent ives  f o r  t he  mass of people who t o i l  i n  ag r i cu l tu re .  

Other important reforms now proposed a re  a  program f o r  con- 
s c r i p t i n g  educated young men otherwise e l i g i b l e  f o r  m i l i t a r y  
se rv ice  in to  a  L i t e racy  Corps t o  teach i n  r u r a l  a r eas ,  a  p r o f i t - .  
sha r ing  scheme f o r  i n d u s t r i a l  workers, a  new Civ i l  Service code, 
a  continued d r ive  aga ins t  corrupt ion ,  a  g rea t e r  degree of l o c a l  
autonomy, and new r i g h t s  and oppor tun i t i e s  f o r  women. Though 
they involve g rea t  complexit ies,  and some aspects  may be abandoned 
a s  p o l i t i c a l l y  unfeas ib le ,  these  proposals a r e  unmistakable 
evidence of a  s t rong i n t e n t  t o  remake I r an ian  soc ie ty  on a  modern 
and democratic bas i s .  

U.S. Aid. Considerable U.S. f i n a n c i a l  a i d  was given f o r  major 
Second Plan p ro jec t s .  Recent loans  t o  e l e c t r i c  power and p o r t  
p r o j e c t s  to  be c a r r i e d  out  under the  Third Plan have been condi- 
t ioned upon in t roduct ion  of organiza t ional  and adminis t ra t ive  
improvements. Technical a s s i s t ance  programs have played an 
important  r o l e  i n  bui ld ing  up the  n a t i o n ' s  adminis t ra t ive ,  
t echn ica l ,  and educational  base i n  the  pas t .  With American help,  
an a g r i c u l t u r a l  extension service ,  through which information on 
modern methods i s  being channelled t o  the  farmer i n  the  i s o l a t e d  
v i l l a g e s ,  has been es tabl i shed wi th in  the  Department of Agricul- 
t u r e .  Karaj Arg r i cu l tu ra l  College, founded with U.S. a s s i s t ance ,  
i s  already producing the  I r an ian  s p e c i a l i s t s  requi red  t o  s t a f f  
t h e  service .  Agency f o r  In t e rna t iona l  Development (A .I .D . ) 
technic ians  have helped I r a n  develop and expand i t s  public hea l th  
s e r v i c e s  and t r a i n  the  technic ians  and adminis t ra tors  needed t o  
c a r r y  out  these new a c t i v i t i e s .  American advisors  have worked 
wi th  t h e  I ranian  government i n  developing sound programs f o r  
u l t ima te  achievement of un ive r sa l  educational  oppor tuni t ies  f o r  
a l l  i t s  children and t o  develop i n s t i t u t i o n s  f o r  t r a i n i n g  t h e  
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teachers  u rgen t ly  needed t o  keep pace with the r ap id  increase  i n  
s tudent  enrollment.  U .  S. technica l  ass is tance  can be expected t o  
n n m t i r n ; ~  t,n y ln:r  n s ~ ~ n i f ~ r ~ n t  r n l e  in t h o  i ~ ~ r n ~ d i m t ~  f l l t i i r e  i n  

a s s i s t i n g  I r a n  t o  meet successful ly  the challenge of i t s  reform 
and development programs. 

FY 1964 Program 

A $4.2 mi l l i on  Development Grant program i s  proposed f o r  FY 1964. 
The Development Grant program w i l l  be concentrated heavily on the  
provis ion  of t echn ica l  ass is tance  i n  the  f i e l d s  of p r i v a t e  enter -  
p r i s e  encouragement, r u r a l  development, and manpower t r a in ing .  
Po l i ce  t r a i n i n g  and hea l th  programming projec ts  a l s o  w i l l  be in- 
cluded. 

Development. I n a n s  n f  $75-#,0 mfllion w i l l  h e  c n n q i  + r e d ,  t o  f inance 
sound investment p ro jec t s .  This range appears reasonable based 
on Third Plan f i n a n c i a l  pro jec t ions  and t h e  l ike l ihood of a s s i s t -  
ance from other  sources.  

The a c t u a l  volume of loans  made w i l l  depend on the  readiness  and 
s u i t a b i l i t y  of I r an ian  p ro jec t  loan appl ica t ions .  A c t i v i t i e s  
which now seem most l i k e l y  t o  j u s t i f y  loans  in FY 1964 include 
communications, t ranspor ta t ion ,  i r r i g a t i o n  and a g r i c u l t u r a l  develop- 
ment, and f inanc ia l  i n s t i t u t i o n s .  Wherever prac t icable ,  develop- 
ment l oans  w i l l  be conditioned upon implementation of needed 
organiza t ional  and adminis t ra t ive  reforms and improvements. As a  
precondi t ion  of a  U.S. loan i n  FY 1963 t o  finance a  f e a s i b i l i t y  
s tudy f o r  e l e c t r i c  power development, t h e  Iranian government has 
agreed t o  e s t a b l i s h ,  with IBRD-financed technica l  a s s i s t ance ,  a  
National  Power Authori ty,  badly needed t o  improve publ ic  u t i l i t y  
r egu la t ion  and management. S imi lar ly ,  a  loan f o r  p o r t  development 
a t  Bandar Abbas was conditioned upon I r a n ' s  es tabl i sh ing an 
independent p o r t  administrat ion.  

Maximum use i s  t o  be made of P.L. 480 i n  FY 1964 t o  support  t h e  
l and  reform program. The exact  amount of such a s s i s t ance  w i l l  
depend on the  e f f e c t  of the  land reform on local  food production, 
and on o the r  present ly  unknown f a c t o r s  such as crop f a i l u r e s .  I t  
i s  a n t i c i p a t e d  t h a t  T i t l e  I s a l e s  w i l l  t o t a l  $12.5 mi i l i on .  
Oppor tuni t ies  f o r  s u b s t a n t i a l  use of T i t l e  I1 t o  support food-for- 
work p r o j e c t s  a l s o  w i l l  be explored. Some of t he  labor-intensive 
p r o j e c t s  which r e f l e c t  one of t he  p r i n c i p a l  changes i n  the  approach 
t o  development c h a r a c t e r i s t i c  of the Third Plan may be supportable 
on t h i s  bas i s .  I t  i s  now expected t h a t  l oca l  currency generated 
from s a l e s  programs can be programmed p r inc ipa l ly  t o  provide the  
c r e d i t  needs of a g r i c u l t u r a l  production and for o the r  p ro jec t s  
and a c t i v i t i e s  associa ted  with the  land r ed i s t r ibu t ion  program. 

The IBRU and Germany a r e  the  two most promising non-U.S. sources 
of a i d  t o  I r an .  Aid i n  smaller  amounts may a l so  be provided by 
+ h o  T1.U.; Frqnno; nnii n n c - i h l v  n f h o r  TJocf Thn-nnonn n a f i n n c .  Sno- 

c i f i c  mounts  of a i d  from sources o the r  than  A. I .D .  cannot be 
projec ted  wi th  accuracy a t  t h i s  time. No a i d  has been received 
from t h e  Sovi e t  bloc ~ x c e p t  f o r  two sugar m i l l s  from Poland valued 
a t  $6 mil l ion .  

FY 1964 A .I .D. PROPOSED P R O W  

( I n  mi l l i ons  of d o l l a r s )  
M 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  
Power and Commnicaticn 
Indust ry  and Mining 
Transportat ion 
Other A c t i v i t i e s  
Decommi tment 

Development Grants - Tota l  
Agr icul ture  
Indust ry  and Mining 
Health and Sani ta t ion  
Education 
Other 

Deobligations During FY 1962 

Supporting Assistance - Tota l  

Non-Pro j  ec t 

Deobligations During FY 1962 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 6.8 5.8 
(Sales  Agreements) (9.0) (7.7) 

M i l i t a r y  Assistance Program 5 3 - 1  69.7 



U . S .  F O R E I G N  A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N 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  

ECONOHIC - TOTAL .................................... 
G R A I T S  ................................... 
LOANS.... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

L Y E A R S  

1 9 5 7  

2 8 . 5  

2 3 . 0  * 
2 3 . 0  

L.? 

b 2 . 2  

L.L - 
- 

(-) 

3.L 

1.0 

S F I S  

1 9 5 6  
- 

7 L  .L - 
61.9 
1 2 . 5  * 
1 0 . 0  

8.0 

57.1 

32- 
8.1, - 
5.9 

2.5 

( 1 2 . L )  

0 .9  

- .  

23.6 

23.6 

23.6 

(1 .0)  

- -- 

98.0 - 
88.7 

9.3 -- 

AGEICY FOR I I T E R M A T I O N A L  DEVELOPMENT - T O T A L . . . . . .  
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
L o o n s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL COOPERATION/DEVELOPMENT GRANTS.. 

DEVELOPMENT LOANS. . 
OTHER A. I .  D. 

FDOD FOR PEACE ( P L  4 0 0 )  - TOTAL . .................. 
T I T L E  I - PLANNED FOR GRANTS AND LOANS. 

. . . . . . . . . . . .  1 0 4 c  - G r o n t r  f o r  Common D e f e n s e . .  
. .  1 0 4 d  - G r a n t s  f rom T r i a n g u l a r  T r a n s a c t ~ o n r . .  

. . . . . . . .  1 0 4 e  - G r a n t s  f o r  Economic  D e v e l o p m e n t  
. . . . . . . . . . . .  1 0 4 e  - L D D ~ S  t o  P r i v a t e  I n d u s t r y . .  

1 0 4 6  - L o m r  t o  Governments  . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  ( T o t o l  Soles A g r e e m e n t s )  

T I T L E  I 1  - EMERGENCY R E L I E F  . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . .  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.. . . . . . .  

EIPORT-IMPORT BANK LONG-TERM LOANS ................ 
OTHER U.S. ECOIOMIC PROGRAMS...... ................ 

MILITARY - TOTAL .................................... 
O R A I T S  ................................... 
LOANS .................................... 

M I L I T A R Y  A S S I S T A I C E  PROGRAM - M A P  - (Chg.  t o  A D D .  ).. 
. .  ( A d d i t i o n a l  G r a n t s  f r o m  E r c e r r  S t o c k s ) .  

OTHER M I L I T A R Y  ASSISTANCE ......................... 
TOTAL ECONOMIC AND MIL ITARY ......................... 

F D R E I G I  A S S I S T A I C E  ACT PROGRAW ................... 
OTHER ASSISTANCE .................................. 

O T H E R  A S S I S T A N C E  AND REPAYMENTS 

S I N O - S O V I E T  BLOC ASSISTANCE LOAN DOLLAR REPAYMENTS AND INTEREST 

FV 1961 FY 1962 Fy 1946-62 

A.I.D. a n d  PL 1180 L o a n s  L.9 7.9 1 8 . 2  

Ex-Im. B a n k  ( L o w  Term) 7.6 9.5 26.8 

O t h e r  G o v e r n m e n t  L o a n s  1 0 . 3  

ASSISTANCE FROM INTERNATIONAL AGENCIES 

F Y  1961 F Y  1962 F Y  1946-62 - -- 
IBRD . W o r l d  B a n k  . . . . .  - 1 9 L . 2  I ' 1 9 6 1  ( C a l e n d a r  Y e a r l .  . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
UN T e c h .  A s s ' t .  (CY) . . . .  1 . 2  1 . 2  11.5 

. . . . . .  UN S p e c i a l  Fund 3.2 1.0 6.1 
I F C - I n t ' l .  f i a n c e  C o r p .  . .  0 . 3  

. . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 2  I 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 2 .  6.1 





Iraq- BASIC ECONOMIC DATA 

Area (sq. mi.) 172,000 ETHIOPIA 

Country Background 

Annual Population Growth .......... 2.5% Agricultural Land 
Gross National Product (1961)* Percent of Area ...................... 14% 

I 
Total ( t  Million) ................ 1,410 Acres per Capita ..................... 2.1 
Per Capita GNP (Dollars) ......... 194 Literacy Rate ......................... 20% 

Pupils . 96 of Pop. (Primary/Secondary) ... ll$ 
Life Expectancy (years) ................ n.a. 
People per Doctor ..................... 5,600 

252 1960 lq61 lq62bst 
AGRICULTURAL PROD. INDEX (195254=100) U2 115 l.22 13 1 

Per Capita Index..  ........................ 93 94 97 la2 
Barley (1,000 Ml') ............... 72 5 800 910 1,120 

INTERNATIONAL TRADE (t Million) 
Total Exports (f.0.b.) ...................... 606 654 662 

Petroleum 
690 

(565) (623) (625) (630) ....................... 
...................... Total Imports (c.i.f.) 408 - 380 

.......................... Trade Balance & +3lO 

ELECTRIC POW OUTPUT (KWH per c a p i t a ) d  16 120 n.a. n.a. 

> O D  & FOREIGN EXCHANGE ( f i d  Yr. -  $ Mil) 244 280( 0ct 

Iraq i s  an agricul tural  and pastoral  country, with a population of about 
7.4 million and an area s l igh t ly  larger  than California. It shares bor- 
ders with s i x  countries: Rrrkey, Syria, Jordan, Saudi Arabia, Kuwait and 
Iran. This central  location, i t s  r ich o i l  reserves which provide annual 
revenues exceeding @65 million, and the most favorable resource balance i n  
the Near East, could enable Iraq t o  play a major role  i n  the p o l i t i c a l  and 
economic l i f e  of the area. 

A Western-oriented regime was overthrown i n  July 1958. I t s  successor, the 
Qasim Government, dropped the former close t i e s  with the West and accepted 
substant ial  economic and mil i tary assistance from the Soviet bloc. Although 

r Converted a t  $2.80 per Dinar. 
Consumption. 

-- - - - 

he off icial ly  professed neutral i ty ,  &asim was openly hos t i l e  t o  the West. 
He a l so  challenged other Arab regimes, including both conservative and radi- 
c a l  governments. Some soc ia l  and economic reforms were launched but these 
accomplished l i t t l e .  A f ive-year $1.6 b i l l i o n  development plan was announced, 
but the major increase i n  outlays went t o  finance a rapidly growing defense 
effor t ,  which totaled $196 million t h i s  year, well over 50$ of the national 
budget. Iand reform was given a high pr io r i ty  but lack of adequate planning 
caused agricul tural  production t o  suffer .  Other projects a lso lagged. Re- 
payments on $350 million of Soviet loans f o r  mil i tary and economic assistance 
over the past four years w i l l  begin t o  f a l l  due i n  the  near future. 



I Shadod oroas arb SECURITY CIASSIFIED and 
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Country: IRAQ 

U.S. Objectives and St ra tegy 
1 

Th- - - < n - i - n l  n h i n n t i ~ ~ n n  n f  +ho TTn:+oA S f n f n c  in T 7 - n  -70 f n  - - -  , - 
e s t a b l i s h  f r i e n d l y  t i e s  with the,new government; preserve e x i s t i n g  
p r iva t e  t r a d e  r e l a t ionsh ips ;  encourage our businessmen t o  seek 
new oppor tuni t ies  i n  I r a q ;  and encourage t h e  new regime t o  l i m i t  
i t s  t i e s  wi th  t h e  Soc ie t  bloc.  During the  four and one-half years 
of the Q a s b  regbutme, the Agency fo r  fn%emational. Developnen+b - - 
(A. I .D. ) pmgram has sought to- maintairr a prea ence by means of a 
r s a r t i c imk  t r a i n i w  m o u r n  8r2a profision af U.Q. profesnors ta - - 

Baghdad- University. c la r i f ica t iqn  of the  U.S. -1raqi rela- 
t ions, the  program w l l l  continue as before, so as t o  continue to 
influence key l raqi  offfcials, technicians and educzators who sre  
i n  positions of Importance i n  Government ministries and quasi- 
public Lnstitutions concerned vi th economic development. 

Current S i tua t ion  

Di s sa t i s f ac t ion  with the  lack  of progress,  uneasiness over Qasim's 
a r b i t r a r y  and e r r a t i c  p o l i c i e s ,  and alarm a t  the i n f l u x  of Commu- 
n i s t  advisors  erupted i n  a v io l en t  overthrow of the  Qasim regime 
i n  February 1963. Although some improvement i n  r e l a t i o n s  with 
the  West i s  expected, t he  new government w i l l  l i k e l y  pursue a 
n e u t r a l i s t  fore ign  pol icy .  I t  i s  too e a r l y  to determine the  e f f e c t  
t he  new I r a q i  regime w i l l  exe r t  on the unstable p o l i t i c a l  s i t u a t i o n  
i n  the  Near East .  

The proposed Development Grant l e v e l  f o r  FY 1964 i s  $975,000. 
This w i l l  provide p a r t i c i p a n t  t r a i n i n g  a t  the same l e v e l  a s  i n  
previous years  and f inancing of the  t h i r d  year of a cont rac t  with 
Texas Univers i ty  t o  provide nine professors  to Baghdad Universi ty 
t o  teach science and engineering courses,  and continued operation 
of a Technical Subscription Service under which books a re  made 
ava i l ab le  t o  p a r t i c i p a n t s  who have returned.  

(Thousands of Doll--- '  
)R and CURRENT PROGRAMS 

l a r s l  

PROPOSED PROGRAM 

FY 1964 A .I .D. PROPOSED PROGWI 

(1n mi l l ions  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Grants - Tota l  
Education 
Other 0.1 0.1 0.1 

Deobligations During FY 1962 -0.1 xx xx 

Other U.S. Assistance 
Mi l i t a ry  Assistance Program i( 0.1 0.1 

* Less than $100,000. 
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Country: I W Q  PII?AlEIAL DATA 
-- 

Obligations and C d t m e n t s  FP FJC FJC 
(nd.&ms of dollars & dollar equiv.) 1961 1962 1946-1962 

A Q X Y  FOR INT'L. - WTBL 0.7 
Technical ~oo~./~evelopuent Grants . 0.3 ................... Devdopuent Loans ....................... Other A.I .D .  O.L. 

H)(ID FOB PEIlCE (P.L. 480) - WPAT, 0.6 
Title I, Country Uses ............... 

(sales & r e d s )  ............... (-) 
Title I1 ............................ 
Title I11 .......................... 0.6 
Title IV ...........................- 

EX-IH BANK LONG-TJm ImMS ...........- 
OTHER U.S. BCOMIKDC ASSISTAHCE .......- 
MILITARY ASSISTANCE id 

M.A.P. - Gr& Aid ................. + 

M.A.P. - Credit Assistance .........- 
Other Military Assistance ..........- 

IBRD - World Bank. .................. - 
UN Tech. A s s l t  ( C Y  ending i n F Y )  .... 0.6 
U N  Spec i a l  Fund ..................... 1.1  

SINO-SOVIET BLOC ASSISTANCE ( C Y )  ...... - 

LOAN $ REPAYMENTS AND IIQTERFST . . . . . . . -  

Annual data are net deliveries. 





Israel 

lsrae I- GENERAL ECONOMIC DATA 

BASIC DATA 

....... Population (millions - 1962). . . . . . . .  2.3 Life Expectancy (years) 70 
Annual Growth . . . . . . . .  3.5 

People per Doc tor . .  . . . . . . . . . .  400 
Area (1000 sq. mi.)  ............... 8 

............ ........ Pop. Density per sq. mi. 288 Literacy Rate - 9c 90 
Agricultural Land 

Percent  of Total Area.. .......... 58 Pupils  a s  % of Pop. .......... 2 1  
Acres per Capita  ............... 1.3 (Primary & Secondary) 

ZPCC / 

1.500 

w r ; r ~ d ? \  

I GROWTH RATE 

G M P  9 5 % ' '  
PmuIo<,am 3 5 %  1 .sum of N d  ioiemqn oolonc. 8 m n g r  - . I Y ~ .  Leal ), n a, 

.I.. 
1957 1958 1959 1960 1961 1962 

INTERNATIONAL TRADE (S millions) 
Total Exports  (1.o.b.). ............ 

Citrus  F r u i t s  ........... 
............. Total  Imports (c.i.1.) 

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

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - $ millions) 

COST O F  LIVING INDEX (1958=100). . 

Calendar Years 

:;ROUTH I\I)IC4'I'ORS 

rota1 CNP (in 1961 prices; S rn,llions)* ...................... 
f'er Capita  C T P  (dollars) .................................... 

nveetment a s  percent of OSP ................................... 
3omestic Savings a s  '; 01 lnv~stnlent  .......................... 
Vet Foreign Ralanue a s  7 ~ n f  (;\ P ............................... 
:entral Gov'r Domestic Revenues as  PC of GYP .............. 

4 ......................... 4gricultural Prod. Index (1952-5-1300) 
Index per Ca  ita ........................................... 
potatoes (1,000' KC) .................... 

ndus~r ia l  Prod. fnder  (1958400) ................................ 

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

........................ ............ (Capital Outlays) .... 
...................................... Total Domestic Revenues 

Deficit or Surplus ....................... ... .................. 
Converted a t  3 I s r a e l i  pounds pe r  u.s.$. 
1.80 I s r a e l i  pounds pe r  U.S.$.) 

Calendar Years 
1959 - - 1961 1960 

1,5= 1,621 1,777 
734 767 814 

1962 Est .  

1,995 
853 

26 
27 
19  
27 

284 
204 

85 

175 

- M,llion Dollar Equivalents - 

- 94 - 63 - 184 
  ate p r i o r  February 9, 1962, was 

, , 
crop years  beginning October 1 of previous year .  

1/ Including earmarked t ransact ions .  

Country Progress 

I s r a e l  has had one of t h e  h ighes t  growth r a t e s  i n  t h e  world f o r  t h e  pas t  t e n  years ,  
averaging more than 10% annually.  The government has generally e f f e c t i v e  develop- 
ment po l i c i e s ,  which r e l y  heavily on fo re ign  ass is tance ,  public and p r iva t e .  Objec- 
t i ve s  of t he  new Four-Year PLan a re :  (1) To maintain growth of 10%; ( 2 )  t o  develop 
t h e  Negw and Central Gali lee,  where considerable success has been achieved i n  irri- 
ga t ing  farm a reas  and e s t ab l i sh ing  nev indus t r i e s ;  ( 3 )  t o  reduce t h e  balance-of- 
payments gap from $400 mi l l i on  t o  $250 mi l l i on  by 1966 by continuing export  growth 
a t  20% a year,  and by a continued reduct ion  of imports through s u b s t i t u t i o n  of 
l oca l ly  made products. 

Selec ted  Ind ica to r s  of Progress and Goals 

uni t  1957 1961 1966 
Exports ( $  mil l ions  ) 144 245 485 

Production 1964 
Cement (1,000 MI?) 7 19 846 1,300 
Cotton Thread (1,000 MT) 7 14 19  
Citrus F ru i t  & Vegetables (1,000 Ml') 774 87 7 1, ~8 



Country: ISRAEL 

Shaded areas are SECURITY CIASSIFIED and 
must not be d i r u l p d  lo unaulhorized indi- 

U.S. Cbjectlves and S t r a t e m  

U.S. pol icy  i s  t o  assure  t h e  continued existence of I s r a e l  a s  a 
secure and economically v i ab le  s t a t e ;  t o  maintain r e l a t i v e  8 t a b i l -  
i t y  i n  t h e  Middle Eas t ;  t o  secure moderation of t h e  arms r ace ;  and 
eventual ly  Lo achjeve an Arab- is rae l i  peace. 

Since d e t e r i o r a t i o n  of I s r a e l ' s  economic o r  mi l i t a ry  pos i t i on  would 
i n v i t e  a more aggress ive  posture from i t s  Arab neighbors and pos- 
s i b l y  l ead  t o  major armed conf l i c t ,  it is  i n  our i n t e r e s t  t c  he lp  
prevent such de te r io ra t ion ,  A t  the  same time, we plan t o  continue 
t o  seek acceptable  so lu t ions  t o  those i s sues  which heighten hrab- 
I s r a e l i  t ens lons ,  so t h a t  both s ides  can a l loca te  l a r g e r  amounts Of 

t h e i r  scarce  resources  t o  urgent development requirements r a t h e r  
than m i l i t a r y  uses ,  and diminish t h e i r  need for ex te rna l  a s s i s t -  
ance. 

While t h e  prospects fo r  I s r a e l ' s  acceptance by i t s  neighbors a r e  
s t i l l  remote, t h e  country has made subs t an t i a l  progress in i t s  
economic and s o c i a l  development. I s r a e l  i s  approaching the  point  
where Agency f o r  In t e rna t iona l  Development ( A . I . D .  ) Development 
Lending i s  no longer indispensable for  i t s  continued economic 
development, and a phase-out of t h i s  ass is tance  can be envisaged. 
The most important f a c t o r  i n  planning such phase-out i s  t h a t  it 
could be in t e rp re t ed  p o l i t i c a l l y  a s  a withdrawal of U.S. support  
f o r  I s r a e l  i n  favor of increased support f o r  the Arab Sta tes .  
Thus, a t  a time when I s r a e l  has become increas ingly  capable of 
deal ing  w i t h  i ts  econamic problems, t h e  question of continued U.S. 
a i d  rests increas ingly  on p o l i t i c a l  comparisons r a t h e r  than  on an  
economic evaluat ion .  

Because o f  i ts  p a s t  economic success and its demonstrated capaci ty  
t o  a t t r a c t  e x t e r n a l  a id ,  I s r a e l  should be encouraged t o  seek 
development f inancing through normal commercfal channels and other 
Free World p r i v a t e  and o f f i c i a l  sources. Export-Import (EX-im) 
Bank lendfng f o r  appropr ia te  proposals can be contemplated, Assum- 
ing  continued r a p i d  growth of I s r a e l ' s  economy, t he  United S t a k s  
looks f o m a r d  t o  a diminution of a i d  on concss8ional terms and i'cs 
eventual  cessation.  Loans a r e  being moved toward more conventional 
terms in  FY 1963 and FY 1964. 

Current S i tua t ion  

I s r a e l  has nchelvec? a very rapid  r a t e  of econorfiic and s o c i a l  
growth, d e s p i t e  t h e  many unfavorable e l e n e c t s  i n  i t s  s i tua t ion .  
It is surrounded by s t a t e s  not  reconciled t o  its exis tence  and 
whose p o l i c i e s  prevent I s r a e l  from es tabl i sh ing normal t r ade  pat-  
t e r n s  wi th  i ts  neighbors aqd lead  i t  t o  m a i n t a i ~ i n g  a l a r g e  

r PRIOR and CURRENT PROGRAMS 

i 0 . 4 ~  (Mill ions of Dollars) 
(/ Develop. Grants 

. - -. - . . . . 

FY 1963 1 Development Loons Pend~ng  45.0 

I PROPOSED PROGRAM 

m i l i t a r y  establishment.  I s r a e l  has moved vigorously t o  devtfrlop 
its economy, expand its t r a d e  i n  o ther  a r e a s  and strenehen its 
%.tea with African and non-Arab s t a t e s .  It has  leaned h m i M  on 
the United S t a t e s  and o the r  Western countr ies  f o r  support and 
ass i s t ance .  

I s r a e l ' s  r ap id  economic gains  r e f l e c t  c a r e f u l  planning, sus ta ined 
and determined e f f o r t ,  t h e  f o s t e r i n g  of high l e v e l s  of s k i l l  among 
t h e  people, a  dedicated sense of na t iona l  purpose and l a r g e  
amounts of ex te rna l  a s s i s t ance ,  e f f i c i e n t l y  used. Per cap i t a  out- 
put a l ready exceeds t h e  l e v e l  a t t a ined  by some European coun t r i e s  
and i s  comparable t o  many indus t r i a l i zed  countr ies .  Gross National 
Product (GNP) has r i s e n  about 10% per annum i n  t h e  pas t  s eve ra l  
yea r s  and t h e  government hopes t o  maintain t h i s  average growth 
r a t e .  The growth of GNP was accompanied by average growth i n  per 
cap i t a  p r i v a t e  consumption of 3.3% and publ ic  consumption of 3.4%. 
The l e v e l  of gross  investment has equaled approximately one-fourth 
of GNP while consumption and investment have depended on continu- 
a l l y  r i s i n g  imports. The high investment r a t e  has been supported 
by l a r g e  inflows of ex te rna l  c a p i t a l ,  and ne t  i n t e r n a l  savings,  
while r i s i n g ,  have been r e l a t i v e l y  small u n t i l  recent ly .  

The domestic and fore ign  exchange a spec t s  of pas t  economic pol icy  

29 
a r e  i l l u s t r a t e d  by I s r a e l ' s  progress i n  r a i s i n g  enough food 
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(excepting wheat and feed g ra ins )  t o  s a t i s f y  i n t e r n a l  requirements 
and t o  produce new sources of foreign exchange. Eggs, poul t ry ,  
and vegetable expor ts ,  i n  addi t ion  t o  t h e  t r a d i t i o n a l  c i t r u s ,  have 
become important fore ign  exchange earners .  

Although t h e r e  has been some va r i a t ion ,  exports  have r i s e n  r ap id ly  
and p e r s i s t e n t l y  from $60 mi l l ion  i n  1953 t o  $141 mi l l ion  i n  1957, 
and t o  about $275 mi l l ion  i n  1962. Much of t h i s  progress i s  due 
t o  growing markets fo r  I s r a e l i  c i t r u s  f r u i t s ,  exports  of cut  and 
polished diamonds and success i n  marketing d i v e r s i f i e d  products 
from new indus t r i e s .  However, imports a l s o  have continued t o  r i s e  
and t h e r e  remains a heavy commodity import surplus.  

There is  a current  account d e f i c i t  of $400 mi l l i on  before  account 
i s  taken of donations,  other p r iva t e  t r a n s f e r s ,  c a p i t a l  flows and 
a i d .  The fore ign  debt,  shor t  and long-term, now exceeds $700 
mi l l ion ,  of which over ha l f  i s  in  S t a t e  of I s r a e l  bonds. Service 
payments on ex te rna l  debt over t he  next few years  w i l l  average 
about $1 00 mi l l ion  annually.  In 1962, debt serv ice  payments 
amounted t o  19% of export earnings and r e c e i p t  of p r iva t e  dona- 
t i o n s .  

The management of fore ign  exchange resources  has e f f e c t i v e l y  met 
t h e  government's objec t ives  of r a i s i n g  holdings of gold and f o r -  
eign exchange. Reserves of gold and fore ign  exchange held by the  
Centra l  B n k  and commercial banks had r i s e n  from $87 mi l l ion  a t  
t he  end of 1957 t o  $498 mi l l ion  by t h e  end of 1962. 

I s r a e l  would not  have been ab le  t o  reach i t s  present  s tage  of 
development--while maintaining a high standard of l i v i n g ,  carry- 
ing  a heavy defense burden, and pursuing a l i b e r a l  immigration 
policy--without s u b s t a n t i a l  ex t e rna l  a s s i s t ance .  This a i d  has 
come from West Germany ( r epa ra t ions  and r e s t i t u t i o n  payments a r e  
dec l in ing  but a r e  cu r ren t ly  est imated a t  $160 mi l l ion  a y e a r ) ,  
world Jewry ( con t r ibu t ions  and loans  a r e  $100 mi l l ion  annua l ly ) ,  
and t h e  U.S. Government (P.L. 480 surplus  food, Supporting Ass is t -  
ance, Development Loans, and Ex-Im Bank loacs  averaged $60 mi l l ion  
a year from 1957 through 1960). German repa ra t ions  and r e s t i t u -  
t i o n  payments t o  indiv iduals  a r e  expected t o  f a l l  from the  $199 
mi l l i on  i n  1961 t o  $60 mi l l ion  i n  1966. Moreover, ne t  r e c e i p t s  
from I s r a e l ' s  bond s a l e s  may decl ine  a s  annual payments of matured 
bonds r i s e .  

A formal devaluation t o  uni fy  exchange r a t e s  was ca r r i ed  out i n  
February 1962 and an a n t i - i n f l a t i o n  pol icy  adopted. After  t he  
devaluation,  t h e  government prepared a prel iminary ou t l ine  and 
s e t  t a r g e t s  f o r  a Four-Year Development Plan (1 963-1 967) t o  

achieve the ob jec t ives  of i t s  new economic po l i c i e s .  Although a 
more de ta i led  plan i s  i n  prepara t ion ,  t he  main objec t ives  a r e :  

1. Continued r ap id  economic growth t o  absorb new en t r an t s  t o  
the  labor fo rce  under a pol icy  of f u l l  employment which r e -  
qui res  a 10% annual increase  i n  GNP. 

2. Reduction i n  the  current  account d e f i c i t  from $400 mi l l i on  
t o  $250 mi l l i on  by I966 t o  o f f s e t  dec l in ing  ext raordinary  
r ece ip t s ,  such a s  r epa ra t ions  and r e s t i t u t i o n  payments, and 
t o  provide f o r  debt  serv ic ing .  This w i l l  r equ i r e  annual 
increases i n  exports  of 20%. 

3. Development of t h e  Negev and Centra l  Gal i lee .  

The plan assumes a determined e f f o r t  t o  increase  product iv i ty ,  
increase  domestic saving t o  l i m i t  t he  r a t e  of increase  i n  p r i v a t e  
and public consumption, and r a i s e  production of import subs t i -  
t u t e s .  The prospects  appear favorable even though some v a r i a t i o n s  
in  year-to-year performance should be an t i c ipa t ed .  

Supporting Assistance was terminated i n  FY 1961. The Development 
&ant  program was terminated i n  FY 1962. To cover pa r t  of 
I s r a e l ' s  food d e f i c i t ,  a  three-year P.L. 480, T i t l e  I, Agreement 
was signed on December 6,  1962. Under t h i s  agreement I s r a e l  w i l l  
rece ive  (country use po r t ion )  surplu  
amounting t o  $21.7 mi l l i on  i n  FY 196 
FY 196L. Development Loans t o t a l  
M 1963. The planning l e v e l  fo r  
$20 f i l l i o n .  

I s r a e l ' s  rapid  economic progress,  and the  bui ld ing  up of i t s  gold 
and foreign exchange r e se rves  averaging $100 mi l l i on  per year i n  
t h e  pas t  three  years ,  has demonstrated i t s  capaci ty  t o  manage i t s  
resources  e f f i c i e n t l y .  The Ex-Im Bank i s  a l o g i c a l  source of 
fu tu re  a s s i s t ance .  In  addi t ion ,  c r e d i t s  should be ava i l ab le  from 
t h e  In t e rna t iona l  Bank fo r  Reconstruction and Development ( I B R D )  
and other o f f i c i a l  and p r i v a t e  sources. 

While Germn repa ra t ion  and r e s t i t u t i o n  payments a r e  expected t o  
decl ine  over t h e  next  few years ,  donations from world Jewry a r e  
expected t o  continue a t  a  r a t e  of $100 mi l l i on  a year.  In  addi-  
t i o n ,  economic prospects of I s r a e l  should continue t o  a t t r a c t  
fore ign  c a p i t a l  investment. 
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FY 1962 Estimated Proposed 

Development Loans - Tota l  45.0 45.0 20.0 
Power and Communication - 17.0 
Indus t ry  and Mining - 4.4 
Development Programs 45.0 23.6 

Development Grants - Tota l  * - - 
Agricul ture  0.2 - - 
Indus t ry  and Mining 0.1 - - 
Other 0.1 - - 
Deobligations During F'Y 1962 -0.4 xx xx 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I and I V :  

Country Uses 24.7 21.7 21 .? 
( s a l e s  Agreements) (27.5) (25.5)  (25.5) 

* Less  t han  $50,000. 



Israel 
U . S .  F O R E I G N  A S S I S T A N C E  - 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 N S  

( M i l l i o n s  of D o l l a r s )  

I 
T O T A L  

U . S .  F I S C A L  Y E A R S  
1 9 5 5  1 1 9 5 6  1 1 9 5 7  1 1 9 5 8  P R O G R A M  

ECONOMIC - T O T A L  ..................................... 
GRANTS .................................... 
LOANS.  .................................... 135 .O 

AQENCY FOR INTERNATIONAL DEVELOPMEMT - TOTAL . ...... 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL CDOPERATIONlDEVELOPMENT GRANTS . . . . . . . . .  I - I  - 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DEVELOPMENT LOANS I - I  - 

OTHER A . I . D .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 1 63.7 

FOOD FOR PEACE ( P L  4 8 0 )  - TOTAL. . .  ................. - 22.7 

T I T L E  I - PLANNED FOR GRANTS AND LOANS. . . . . . . . . . .  - - - 
1O4c - G r a n t s  f o r  C 0 . m ~  D e f e n s e  . . . . . . . . . . . . . . .  - 
i O 4 d  - L o a n r  f rom T r i a n g u l a r  T r o n s o c t r o n s . .  . . .  - 
1 0 4 e  - G r a n t s  f o r  Economic  D e v e l o p m e n t  . . . . . . . . .  - 
1 0 4 c  - Loans t o  P r i v a t e  I n d u s t r y . .  . . . . . . . . . . . . .  - 
1 0 4 g  . Loans t o  G o v e r n m e n t s . .  . . . . . . . . . . . . . . . . . .  - 

. . . . . . . . . . . . . . . . . . . . . . . . . .  ( T o t a l  S o l e s  A g r e e m e n t s )  

T I T L E  I 1  - EMERGENCY R E L I E F  . . . . . . . . . . . . . . . . . . . . . .  I - I  - 
. . . . . . . . . .  TITLE I I I - VOLUNTARY R E L I  EF AGENCIES. .  ( - 1 2 2 . 7  

T I T L E  I V  - COLLAR C R E D I T  SALES. .  . . . . . . . . . . . . . . . . .  I I - 
.................. EXPORT- IMPORT BANK LONG-TERM LOANS I - 1 1 3 5 . 0  

OTHER U.S. ECONOMIC PROGRAMS ....................... - 0 . 1  
-- --- 

..................................... 4 I L I T A R Y  - T O T A L  

ORANTS .................................... - 
LOANS ..................................... I I 

M I L I T A R Y  ASSISTANCE PROBRIM - M A P  - 
( A d d . t  ion.  1  cr..t. f r o .  r ..... st..,,,. 

.......................... OTHER M I L I T A R Y  ASSISTANCE 

.......................... TOTAL ECONOMIC AND M I L I T A R Y  

FOREIGN ASSISTANCE ACT PROORAM ..................... 
................................ OTHER ASSISTANCE. . .  1 5 7 . 8  

O T H E R  A S S I S T A N C E  A N D  R E P A Y M E N T S  

. . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 1  ( C a l e n d a r  Y e a r ) .  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 2  [ C a l e n d a r  Y e a r ]  

LOAN DOLLAR REPAYMENTS AND I N T E R E S T  
FY 1961 FY 1962 FY 1946-62 - - 

ASSISTANCE FROM I N T E R N A T I O N A L  AGENCIES 
FY 1961 FY 1962 Fy 1946-62 - 

. . . .  . IBRD W o r l d  B a n k  27.5  25.0  52.5  

UN T e c h .  Ass't. (CY) . . .  0.L 0 . b  b.L 
. . . . .  UN S p e c i a l  F'und 1.1 0.5 2.6 

A.I.D. a n d  Fl L80 L o a n s  

&-In. B a n k  ( L o n g  Term) 17.1 21.2 1 3 2 . 9  

O t h e r  C u v e r n m e n t  L o a n s  - I C u m u l a t i v e  t h r u  1 9 6 2 . .  . . . . . . . . . . . . . . . . . . . . . . . . .  

* Less t h a n  $50.000.  



Jordan 



BASIC DATA 

....... Population (millions . 1962). ....... 1.7 Life Expectancy n.a. 
Annual Growth (percent) ........ 2.7 

............ People per Doctor 6,800 
Area (1000 sq. mi.) ............... 37 

............ ........ Pop. Density per sq. mi. 46 Literacy Rate - % 30 . . 

~gr icu l tu ra l   and 
....... Percent of Total Area.. .......... 17 Pupils  a s  % of Pop. 

Acres per Capita ............... 2.4 (Primary & Secondary) 

JORDAN - GROWTH TRENDS 

Calendar Years 
1961 1962 €st. 1959 1960 - - - 

INTERNATIONAL TRADE 0 millions) 
Total Exports (f.0.b.). ............ 10 11 15 16 

vegetables & Frui ts  ..... (4) (4)  (5) (6) 
Total Imports (c.i.f.) ............. 3 - 120 117 123 

................. Trade Balance -103 -109 -102 -107 

.... COLD & FOREIGN EXCHANGE..  85 86 95 113 
(end of year - $ millions) 

Wholesale Price Index (1953=i00) 93 101 88 88 

'otal GYP fin 1961 prices; B rnrllions)* ...................... 
Per Capita GYP (dollars) .................................... 

........ 'ixed Investment as percent of GNP 
let Foreign Balance a s  Oa of GYP ........................... .... 
:entral Gov't Domestic Revenues a s  % of GNP .............. 

~gricultural Prod. Index (1952-54300) ......................... 
Index per Capita ................................................. 
Wheat (1,000 KC) ........................ 

:ENTRAL GOVERNMENT FLVAYCES* 
(M ending March 31) 

'otal Expenditures ................................................. 
(Defensa Expanditvres) .................................. 
fCap1tal Outlays) ............................................ 

......................................... 'otal Domestic Revenues 

Deficit or Surplus ............................................... 

Calendar Years 
1959 - 1960 - 1961 - 

239 254 308 
151 156 184 

1962 Est. 

325 
188 

15 
26 
16 

86 
64 

112 

- Million Dollar Equivalents - 

Converted a t  $2.80 per Jordanian dinar. 
Includes $10 million payment by Tapline as  settlement on adjusted earnings fo r  
prior years. 

Comtry Progress 

Jordan lacks most basic raw materials needed f o r  development, arable land i s  l e s s  
than a tenth of the t o t a l  area, and r a i n f a l l  is  e r r a t i c .  Refugees const i tute  
approximately one-third of the t o t a l  population. Despite these problems, a 7$ 
growth i n  Gross National Product (GNP) gives r i s e  t o  the hope f o r  more progress i n  
the  future. In spi te  of successive droughts, agricul tural  production i n  1962 was 
22$ above 1959 output, ref lect ing the increased and s tabi l iz ing contribution of 
i r r iga ted  crops. New industries established since 1960 enable Jordan t o  meet 95$ of 
domestic cement needs, produce $4 million worth of clothing and $3 million worth 
of leather  products annually. Phosphate production has doubled. Foreign exchange 
earnings have risen s ignif icant ly,  largely the resu l t  of a marked increase i n  
earnings from tourism and new exports, and, as  indicated in the projections below, 
are  expected t o  r ise .  

Foreign Exchange Earnings (Millions of $1 
1957 - 1961 - 1967 - 

Tourism 3.4 12 .O 30 .O 
Phosphate 2.5 4.3 17.6 
Remittances 14 .O 19.6 25 .O 
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U.S. O b j e c t i v e s  and S t r a t e m  

l n e  pr lmary u . 2 .  o ~ j e c t l v e  remalns t n e  preserva t ion  01 a  p o l l t l -  
c a l l y  v i a b l e  Jordan  a s  a  d e t e r r e n t  t o  t h e  resumption of Arab- 
I s r a e l i  h o s t i l i t i e s  i n  t h e  Near Eas t .  Any sudden m o d i f i c a t i o n  i n  
J o r d a n ' s  s t a t u s  would probably l e a d  t o  concurrent l s r a e l i  and 
Arab moves i ~ t o  Jordan ian  t e r r i t o r y ,  a  development which would 
u p s e t  t h e  p r e c a r i o u s  ba lance  Which now e x i s t s  in  t h e  Near Eas t .  

The tJ.S. a i d  s t r a t e g y  i s  designed t o  h e l p  t h e  Government of 
Jordan ( G O J )  broaden t h e  base  of  i t s  suppor t  and s t r e n g t h e n  i t s  
c a p a c i t y  t o  assume g r e a t e r  r e s p o n s i b i l i t y  f o r  meeting i t s  c u r r e n t  
and c a p i t a l  development c o s t s .  The economic and t e c h n i c a l  a s s i s t -  
ance  prov ided  i n  t h e  p a s t  have c r e a t e d  a  base  upon which con- 
t i n u e d  r a p i d  growth would be p o s s i b l e .  

S ince  t h e  p r o s p e c t s  f o r  cont inued growth appear  f a v o r a b l e ,  i t  i s  
now p o s s i b l e  t o  p l a n  on a  s t e a d y  r e d u c t i o n  i n  U.S. budget  suppor t .  
T h i s  approach r e q u i r e s  t h e  government t o  increase  domest ic  revenues ,  
improve management of i t s  f i n a n c i a l  and i n s t i t u t i o n a l  r e s o u r c e s ,  
and engage i n  sound p r o j e c t  p lann ing ,  concent ra t ing  on income and 
revenue-producing a c t i v i t i e s .  Carrying ou t  t h e s e  measures w i l l  
p rov ide  a  b a s i s  f o r  reduc ing  budgetary and balance-of -payments 
d e f i c i t s .  We w i l l  con t inue  t o  urge Jordan  t o  e s t a b l i s h  a  C e n t r a l  
Dank t o  inipiement monetary and f i s c a l  measures. 

The Agency f o r  I n t e r n a t i o n a l  Development ( A . I . D .  ) t o o l s  t o  be 
used  i n c l u d e :  ( a )  s t e a d y  r e d u c t i o n  of g r a n t s  of Suppo 
A s s i s t a n c e  t o  t h e  budget s o  a s  t o  main ta in  p ressure  on 
governmen% t o  i n c r e a s e  i ts  revenues; ( b )  c a r e f u l l y  s e l e c t e d  
Development Grant p r o j e c t s  which w i l l  be concent ra ted  on income 
and revenue-producing a c t i v i t i e s ,  coupled wi th  improving govern- 
ment management of f i n a n c i a l  and i n s t i t u t i o n a l  r e s o u r c e s ;  and 
( c )  Development Loans, when t h e  economic f e a s i b i l i t y  of  income- 
g e n e r a t i n g  p r o j e c t s  can be  demonstrated. 

Such proceeds a s  a r e  g e n e r a t e d  under P.L. 480 t o  meet emergency 
food d e f i c i t s  w i l l  be  used t o  s u b s t i t u t e  f o r  d o l l a r s  i n  Develop- 
ment Grant programs, wherever t h i s  i s  coris is tent  w i t h  t h e i r  
o b j e c t i v e s .  

Cur ren t  S i t u a t i o n  

Jordan  has always been h e a v i l y  dependent on e x t e r n a l  f i n a n c i a l  a i d .  
The U.K.  p rov ided  a  budget subs idy ,  which reached $31 m i l l i o n  i n  
1957 when t h e  U.K.-Jordanian T r e a t y  of  A l l i a n c e  was te rmina ted  by 
Jordan .  Egypt ,  S y r i a  and Saudi  Arabia o f f e r e d  t o  make up f o r  t h e  
l o s t  U.K. subs idy ,  b u t  only Saudi  Arabia provided any a s s i s t a n c e ,  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I Develop. 
Gronts 

4.5 

PROPOSED PROGRAM 

e/Deve/opmat lend~np contemplated Praject amlicationr WIM be considered 

g i v i n g  Jordan  $14 m i l l i o n  i n  1958. In  view of  a  r a p i d l y  d e t e r i o r a -  
t i o n  s i t u a t i o n  and t h e  danger t h a t  dismemberment of Jordan  would 
produce v i o l e n c e  i n  t h e  a r e a ,  t h e  United S t a t e s  assumed t h e  major 
burden of  budget suppor t .  The l a r g e  amounts of economic and tech-  
n i c a l  a s s i s t a n c e  over t h e  l a s t  t e n  y e a r s  have helped t o  produce a  
l e v e l  of  development and economic a c t i v i t y  and c r e a t e  i n s t i t u t i o n s  
and i n f r a s t r u c t u r e  upon which more s e c u r e l y  r o o t e d  and more r a p i d  
growth can now be p o s t u l a t e d .  Desp i te  s e v e r a l  y e a r s  of  drought ,  
a g r i c u l t u r a l  p roduc t ion  h a s  improved, t o t a l  Gross Nat iona l  Product 
(GNP) h a s  been i n c r e a s i n g  by 7% a y e a r ,  and t h e  GOJ h a s  achieved 
a  comfortable  cash  r e s e r v e  p o s i t i o n .  Earnings from tour i sm have 
shown a sharp  i n c r e a s e .  

The government made i t s  f i r s t  a t t e m p t  t o  fo rmula te  a  long-term 
development p l a n  i n  1961. The i n i t i a l  approach was n e i t h e r  f i r m  
nor  complete, and r a i s e d  many q u e s t i o n s .  A c r i t i c a l  re-examination 
of t h e  Five-Year P lan  now under way seeks  t o  i n c r e a s e  c o n c e n t r a t i o n  
of  r e s o u r c e s  on income-generating p r o j e c t s .  S t e p s  t o  implement a  
development program of  modest p r o p o r t i o n s  a r e  a l r e a d y  be ing  taken .  

A new government was i n s t a l l e d  i n  January  1962 and par l i amenta ry  
e l e c t i o n s  i n  November 1962 r e t u r n e d  a  m a j o r i t y  suppor t ing  t h i s  
government. While p o l i t i c a l  p r o g r e s s  can s c a r c e l y  be a s s u r e d  on 

33 a shor t - t e rm r e c o r d ,  t h e  new government i s  comparat ively progres -  
s i v e  and r e f l e c t s  a  measurably broadened base of suppor t .  I t  
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c o n t a i n s  a  number of younger men who have gained v a l u a b l e  govern- 
mental  exper ience .  With U.S. s u p p o r t ,  t h i s  government has  a l r e a d y  
taken  or  reconf i rmed  s i g n i f i c a n t  s t e p s  t o  s t r e n g t h e n  i ts c a p a c i t y  
t o  cope w i t h  i t s  problems. 

Among r e c e n t  developments, some have p a r t i c u l a r  a p p l i c a t i o n  t o  
f u t u r e  growth: ( a )  l e g i s l a t i o n  governing t h e  Eas t  Ghor I r r i g a t i o n  
p r o j e c t  i n c l u d e s  p r o v i s i o n  f o r  charges f o r  water  provided from 
i r r i g a t i o n  f a c i l i t i e s ;  ( b )  r e v i s i o n  of t h e  income t a x  law t o  pro-  
v i d e  f o r  b roader  and more e q u i t a b l e  assessment  and f o r  more e f f e c -  
t i v e  c o l l e c t i o n  i s  under a c t i v e  c o n s i d e r a t i o n ,  a s  i s  a n  upward 
r e v i s i o n  i n  customs d u t i e s  on luxury  imports ;  and ( c )  a  Budget 
Department h a s  been e s t a b l i s h e d  and a  new budget law enac ted .  
Jordan  has  no c e n t r a l  bank, b u t  a  law proposing i t s  c r e a t i o n  was 
approved i n  1958 and e f f o r t s  t o  e f f e c t  e a r l y  e s t a b l i s h m e n t  a r e  
con t inu ing .  A new Companies Law has  been passed reduc ing  t h e  
confusion r e s u l t i n g  from a  m u l t i p l i c i t y  of  laws and r e g u l a t i o n s  
fo rmer ly  i n  e f f e c t .  S t rong  government suppor t  of  coopera t ives  
i n c r e a s e s  t h e  number of l o c a l  se l f -govern ing  i n s t i t u t i o n s  on which 
a  b roader  r e p r e s e n t a t i v e  government s t r u c t u r e  may e v e n t u a l l y  be 
based.  

I n  a d d i t i o n  t o  United Nations R e l i e f  and Works Agency (UNRWA) 
assistant? t o  P a l e s t i n e  r e f u g e e s  i n  Jordan of  $15 m i l l i o n  
a n n u a l l y ,  o t h e r  f o r e i g n  a s s i s t a n c e  i n c l u d e s  U.K. g r a n t  budget  
suppor t  of $4.2 m i l l i o n  a  year  f o r  FY 1963 and FY 1964, and 
development l o a n  a s s i s t a n c e  of  $2 m i l l i o n  i n  Fi 1963. Germany 
gave t e c h n i c a l  a s s i s t a n c e  of  $600,000 i n  FY 1962 and a  l o a n  
o f  $3.g m i l l i o n  f o r  expansion o f  Aqaba P o r t  f a c i l i t i e s .  A new $21 
m i l l i o n  loan from Kuwait approved i n  A p r i l  1962 i s  a v a i l a b l e  f o r  
development p r o j e c t s .  U.N.  and o ther  i n t e r n a t i o n a l  a g e n c i e s  a l s o  
provide t e c h n i c a l  and l o a n  a s s i s t a n c e  t o  Jordan.  The I n t e r n a t i o n a l  
Development A s s o c i a t i o n  h a s  provided a  l o a n  of  $2 m i l l i o n  and 
h a s  o t h e r s  t o t a l i n g  $10 m i l l i o n  under immediate review. 

Support ing A s s i s t a n c e  i s  be ing  reduced by $2 m i l l i o n ,  from $36 
m i l l i o n  i n  FY 1963 t o  $34 m i l l i o n  i n  FY 1964. P r o j e c t s  which 
q u a l i f y  for  development l o a n  funding w i l l  be  cons idered  i n d i v i d -  
u a l l y  on t h e i r  m e r i t s .  Development Grant a s s i s t a n c e  t o t a l i n g  
$7.5 m i l l i o n  i s  proposed f o r  FY 1964. 

T h i s  f a v o r a b l e  assessment ,  which r e f l e c t s  r e c e n t  economic deve l -  
opments and t h e  apparen t  de te rmina t ion  of t h e  new government t o  
improve r e s o u r c e  u s e ,  does n o t  imply t h a t  Jordan w i l l  be a b l e  t o  
support  i t s  c u r r e n t  budget expendi tu res  from i t s  own r e s o u r c e s  i n  
t h e  near  f u t u r e .  For some t ime t o  come, Jordan  w i l l  f a c e  d i f f i -  
c u l t  problems f o r  which it w i l l  r e q u i r e  s u b s t a n t i a l  con t inu ing  
budget s u p p o r t .  The p r e s e n t  balance-of-payments d e f i c i t  p r e s e n t s  
e q u a l l y  d i f f i c u l t  problems even though t h e r e  a r e  good p r o s p e c t s  
f o r  some improvement . 
To e f f e c t  a  r e d u c t i o n  i n  t h e  budget d e f i c i t ,  Jo rdan  must l i m i t  
i n c r e a s e s  i n  o r d i n a r y  e x p e n d i t u r e s ,  and t a k e  a c t i o n s  t o  c a p t u r e  
g a i n s  from i n c r e a s e d  produc t ion .  This  w i l l  r e q u i r e  a  more s i g n i f i -  
c a n t  s h i f t  i n  p o l i c y  t h a n  h a s  y e t  occurred.  M i l i t a r y  expen?it,ure, 
now $47 m i l l i o n ,  i s  t h e  l a r g e s t  s i n g l e  budget i t e m  and accounts  f o r  
about  h a l f  of t o t a l  government expendi tu res .  The King's pr imary 
p o l i t i c a l  suppor t  comes from t h e  Army and the  requi rements  fop 
border  defenee  a r e  comparat ively l a r g e  i n  view of J o r d a n t s  po l i t ica l  
s i t u a t i o n  and e x t e n s i v e  f r o n t i e r s .  Thus, t h e r e  is c o n s t a n t  p r e s s u r e  
f o r  expansion.  Reduct ions o f  Suppor t ing  A s s i s t a n c e  s e r v e  as a 
d i r e c t  b rake  by r e d u c i n g  t h e  amount of u n t i e d  r e s o u r c e s  a v a i l a b l e  
f o r  t h e  t o t a l  government budget .  I n  ad t i i t ion ,  t h e  United S t a t e s  
and U.K. have  j o i n t l y  a g r e e d  t o  a p p l y  i n d i r e c t  c o n t r o l s  th rough  
e x p o r t  l i c e n s i n g  and g r a n t  military a s s i s t a n c e  t o  keep the t y p e s  
and  amounts o f  m i l i t a r y  equipment s u p p l i e d  a t  l e v e l s  w i t h i n  t h e  
capability of t h e  Jordan Army and t h e  J o r h n  budget  to  main ta in .  

Approximately h a l f  t h e  FY 1964 Development Grant  funds w i l l  be 
concent ra ted  i n  t h r e e  p r o j e c t s  which s e r v e  s imul taneous ly  t o  
save f o r e i g n  exchange and t o  i n c r e a s e  incone and revenue -- t h e  
Eas t  Ghor I r r i g a t i o n  p r o j e c t ,  development of  ground water  
r e s o u r c e s  by t h e  C e n t r a l  Water Author i ty ,  and tour i sm.  A c i v i c  
a c t i o n  component h a s  been b u i l t  i n t o  t h e s e  programs. It i s  
expected t h a t  by December 1963 t h e  f i r s t  s t a g e  o f  t h e  E a s t  Ghor 
I r r i g a t i o n  p r o j e c t  w i l l  be completed and 25,000 a c r e s  of  l a n d  
w i l l  be under i r r i g a t i o n  and f u l l y  occupied.  Experience i n  t h e  
o p e r a t i o n  of t h e  f i r s t  s e c t i o n  i n d i c a t e s  t h a t  average  income can 
be expected t o  i n c r e a s e  from $42 t o  $90 per  a c r e  w i t h i n  t h e  
f i r s t  year ,  and can r i s e  t o  $250 a n  a c r e  w i t h i n  f i v e  y e a r s .  

High l e v e l  t a x  and budget a d v i s o r s  a r e  be ing  provided under 
Development Grant a s s i s t a n c e  t o  suppor t  t h e  o b j e c t i v e  of  
i n c r  ezs  iris J o r d a n i a n  revenue and improving government management. 
Addi t iona l  a s s i s t a n c e  w i l l  h e l p  improve t h e  government 's  
t e c h n i c a l  and a d m i n i s t r a t i v e  capabilities i n  o t h e r  departments .  

We a n t i c i p a t e  t h a t  about  $18 m i l l i o n  a n n u a l l y  could b e  r e a l i z e d  
i n  a d d i t i o n a l  f o r e i g n  exchange w i t h i n  t h e  rlnxt few y e a r s ,  l a r g e l y  
from tourism. Phosphates  and po tash ,  p o s s i t j i l i t i e s  f o r  develop-  
ment l o a n  f i n a n c i n g ,  a r e  expected e v e n t u a l l y  t o  p rov ide  s i g n i f i -  
c a n t  export  e a r n i n g s .  The major g a i n  i n  bo th  GNP and i n  f o r e i g n  
exchange s a v i n g s  must be sought  from i n c r e a s e d  domest ic  produc- 
t i o n  from i r r i g a t e d  c rops  and improved dry  farming methods. 
T h i s  w i l l  make it p o s s i b l e  t o  meet i n c r e a s i n g  domest ic  consumption 



Shaded areas a m  SECURITY CLASSIFIED and 
must not ba dirulgsd to unauthoriz*d indi- r - I  
viduals. All othar nmterial is unclassifiad. Country: JORDAN 

~cqi l i ren le i l t s  ah3  t o  suLstit ,ut,c t o  some degr.ee for a g r i c u l t u r a l  
imports  which now t o t a l  wel l  over $30 m i l l i o n  annua l ly ,  o r  over 
one-fourth of  t h e  t o t a l  imoort, hi1 1 . 

Wheat, f o o d g r a i n s ,  and wheat f l o u r ,  t o t a l i n g  76,000 t o n s ,  were 
provided under emergency P.L. 480 programs during FY 1963 t o  
r e l i e v e  c r o p  f a i l u r e s  and unemployment stemming from s e v e r a l  
s u c c e s s i v e  y e a r s  of d rought .  There h a s  been v i r t u a l l y  no r a i n  
dur ing  t h e  c u r r e n t  win te r  p l a n t i n g  season and the ou t look  f o r  
t h e  h a r v e s t  t h i s  year  i s  d i scourag ing .  P.L. 480 a c t i v i t i e s  
t h e r e f o r e  may be expected t o  cont inue.  

FY 1964 A . I . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  of  d o l l a r s )  
FYI963  FY19hl;  

F" 1962 Estimated Proposed 

Development Loans - T o t a l  

Decornmitments 

Development Gran ts  - T o t a l  

Food and A g r i c u l t u r e  
T r a n s p o r t a t i o n  
Hea i th  and S a n i t a t i o n  
Educat ion 
Other 

Deobl iga t ions  During FY 1962 

Support ing Ass i s tance  - T o t a l  
Non-Proj e c t  

D e o b l i g a t i o n s  During .FY 1962 

Other  U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program 

* Less t h a n  $100,000. 
4 Development l end ing  contemplated;  p r o j e c t  a p p l i c a t i o n s  w i l l  b e  

cons idered .  



Jordan 
U . S .  FOREIGN A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

( M i l l i o n s  o f  D o l l a r s )  

T O T A L  P R O G R A M  
.- - ---- - - -t 1 9 4 6 - 4 8  ] 1 9 4 9 - 5  - 

I 

U . S .  F l S i  

1 1 9 5 6  

C A I  

T 
L Y E A R S  

1957 1 

ECONOHIC - TOTAL. .................................... 
G R A I T S  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
LOANS . . ................................... 

. . . . . .  APEICY FOR I l T E R N A T l O l A L  DEVELOPMENT - TOTAL.  
G r o n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loons . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL ~ ~ ~ P E R A T I O N I D E V E L O P M E N T  GRANTS. .  . . . . . .  

DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - I -  
OTHER A . 1 . O  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 1.2 

. . . . . . . . . . . . . . . . . . .  FDOO FOR PEACE ( P L  4 8 0 )  - TOTAL. 

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

. . . . . . . . . . . . . .  104c . G r a n t s  f o r  Common D e f e n s e  - 
iobd . G r a n t s  f rom T r i a n g u l a r  T r o n r a c t i o n r . .  . . .  - 
104e . G r o n t r  f o r  Economic  D e v e l o p m e n t . .  . . . . . . .  - 

. . . . . . . . . . . . .  . i04e Loans  t o  P r ~ m t e  I n d u r t r y . .  - 
. . . . . . . . . . . . . . . . . . .  . 104g Loon* t o  G o v e r n . e n t r  - 

. . . . . . . . . . . . . . . . . . . . .  ( T o t a l  S o l e s  A g r e e m e n t s ) . .  

T I T L F  I I  - EMERGENCY R E L I E F .  . . . . . . . . . . .  ........I - 1 - 
T I T L E  I I  I - VOLbNTARY R E L I E F  A G E N C I E S . .  . . . . . . .  I - I 0.L 

. . . . . . . . . . . . . . . . . . .  T I T L E  I V  - DOLLAR C R E O I T  S A L E S  I - I -  
EXPORT- IYPDRT B A I K  LOIG-TERM LOANS . . ............... I - I . 

.. . . . . . . . . . . . . . . . . . . . . .  OTHER U.S. E C O I D M I C  PROGRAMS 

..................................... MILITARY - TOTAL 

GRANTS. . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . .  
LOANS ..................................... 

M I L I T A R Y  A S S I S T A I C E  PROGRAM - M A P  - ( C h g .  t o  A P P . ) .  ..... ( A d  d . t . . . a  l G  

OTHER M I L I T A R Y  ASSISTANCE . . . . . . . . . . . . . . . . . . . . . . . . . .  
TOTAL ECONOMIC AND MILITARY .......................... 

................... F O R E I G I  A S S I S T A I C E  ACT PROGRAM. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  OTHER A S S I S T A N C E  

- - - ---. .. - - . -- 

OTHER ASS1 STANCE AND REPAYMENTS 

S I N O - S O V I E T  BLOC A S S I S T A N C E  

. . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 1  I C a I e n d a r Y e a r l  - 
. . . . . . . . . . . . . . . . . . . . . . . . . .  1 9 6 2  ( 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 2  . . . . . . . . . . . . . . . . . . . . . . . . . .  - 
36 

LOAN DOLLAR REPAYMENTS AND INTEREST -- ASS 1 STANCE FROM l N c E R H A T l  ONAL AGENCIES 

! Y  1961 FY 1962 FY 1906-62 

UN Tech. A s s ' t .  (CY) . . . .  0.L 0.3 3.L 
UN S p e c i a l  Fund . . . . . . .  0.8 0.8 

. . .  Int'l. Dev. A s s o c i a t i o n  - 2.0 2.0 

NONE 

-- 



Lebanon 



Lebanon 

Lebanon- BASIC ECONOMIC DATA 

Country Background 

.......... 4nnual Population Growth 
Cross National Product (1961)' 

2.3% 

Total ( $  Million) ................ 690 
Per Capita CNP (Dollars) ......... 411 

ACRlCULTURAL PROD. INDEX (195254=100) 
Per Capita Index .......................... 

Wheat (1,000 MI') ................ 
ELECTRIC POWER OlPTFU'I (KWH per  c a p i t a )  

INTERNATIONAL TRADE ($ Million) 
Total Exports (f.0.b.) ...................... 

Fru i t s  .......................... 
...................... Total Imports (c.i.f.) 

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

:OLD & FOREIGN EXCRANGE ( k d  Yr . -$  ~ i l )  

2OST OF L I V I N G  INDEX (1958=100) .... 

Agricultural Land 
Percent of Area ...................... 27$ 
Acres per Capita ..................... 0.4 

......................... Literacy Rate 80$ 
... . Pupils  % of Pop. (Primary/Secondsry) 17$ 

................ Life  Expectancy (years) n.a. 
..................... People per Doctor 1,100 

* Converted a t  3.02 Lebanese pounds per U.S. d o l l a r .  

Lebanon has 1.7 mi l l i on  people i n  an a r e a  smal ler  than Connecticut. The 
population i s  roughly hal f  Chr is t ian  and h a l f  Moslem. This s i t u a t i o n  has 
l e d  t o  t h e  p r a c t i c e  of e l e c t i n g  a Chr is t ian  a s  pres ident  and appointing a 
Moslem a s  prime minis ter .  The Lebanese have a l i t e r a c y  r a t e  of about 802, 
and well-developed s k i l l s ,  t r ade  and services .  Lebanon has a high standard 
of l i v i n g  i n  comparison wi th  o the r  countr ies  i n  t h e  area ,  and has t h e  
resources t o  car ry  ou t  i t s  present  investment p lans .  

Almost ha l f  of t he  country's  population earn a l i v i n g  from ag r i cu l tu re ,  
15% a r e  engaged i n  industry,  and about 35$ i n  t r ade ,  commerce, and serv- 
i c e s .  Gross National Product (GNP) per  cap i t a  is about $411. Gross invest-  
ment i n  t h e  publ ic  and p r i v a t e  s ec to r s ,  which has ranged from 15$ t o  18$ 
of GNP i n  t h e  pas t  t h r e e  years ,  i s  expected t o  continue i n  t h i s  range. The 
l a r g e  t r a d e  d e f i c i t  w i l l  continue t o  be  financed by remittances and earn- 
ings  from tourism. 

With access t o  c a p i t a l  from abroad, Lebanon i s  c l ea r ly  i n  a pos i t i on  t o  
f inance  a la rge  p a r t  of i t s  development requirements. For example, con- 
s ide rab le  cap i t a l  i s  being channeled i n t o  t h e  development of t he  t o u r i s t  
indust ry .  In  add i t i on ,  t h e  Lebanese Government i s  making progress i n  meet- 
ing  t h e  needs of i t s  people by i n s t i t u t i n g  some s o c i a l  and economic reforms, 
and i s  providing funds f o r  i t s  development program. I n  promoting t h e  coun- 
t r y ' s  development, t h e  Government has l e f t  investment decis ions  mainly t o  
t he  p r i v a t e  s ec to r .  

Foreign p r i v a t e  c a p i t a l  continues t o  flow t o  Lebanon, which has subs t an t i a l  
gold and fo re ign  exchange reserves.  



Country: LEBANON 
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U.S. O b j e c t i v e s  and st rate^ 

It i s  i n  t h e  U.S. i n t e r e s t  t o  p r e s e r v e  Lebanon's independence. 
lrie r e u g l o u s  ana  cuiLura1 Ireedom wnlch e j t l s t s  I n  Lebanon IS 

un ique  among Arab c o u n t r i e s ,  and i t s  c u l t u r a l  i n s t i t u t i o n s  a r e  
g e n e r a l l y  Western o r i e n t e d .  However, i n  view of Lebanon's r e l a -  
t i v e l y  good economic p o s i t i o n ,  t h e  Development Grant  program i s  
b e i n g  phased o u t  i n  FY 1963, and no Agency f o r  I n t e r n a t i o n a l  
Development (A.I.D.) g r a n t  o r  l o a n  program i s  planned i n  FY 1964. 

C u r r e n t  S i t u a t i o n  

During 1962 Lebanon expended $48 m i l l i o n  of development funds,  
i n c l u d i n g  $8 m i l l i o n  t o  expand Lebanon's  h y d r o e l e c t r i c  and 
i r r i g a t i o n  complex. This  compares t o  approximately $25 m i l l i o n  
expended i n  1961. 

P r o g r e s s  was made i n  t h e  completion of  new water s u p p l i e s  f o r  
remote v i l l a g e s ,  and i n  t h e  c o n s t r u c t i o n  of  r u r a l  e l e c t r i f i c a t i o n  
f a c i l i t i e s .  These programs were made p o s s i b l e  by t e c h n i c a l  and 
commodity a s s i s t a n c e  provided by t h e  United S t a t e s  over  t h e  
p e r i o d  of 1953-1962. 

FY 1964 Program 

No a i d  program i s  proposed f o r  Lebanon i n  FY 1964. 

PRIOR and CURRENT PROGRAMS 
lThousands of Dollars) 

PROPOSED PROGRAM 

FY 1964 A .I .D. PROPOSED PROGRAM 

( ~ n  m i l l i o n s  of d o l l a r s )  
FY 1963  FY 1964 

FY 1962 Est;mated Proposed 

Development Loans - T o t a l  -0.5 - 
Decomitment  -0.5 - 

Development Grants  - T o t a l  0 .4 0.1 - 
A g r i c u l t u r e  0.1 - - 
T r a n s p o r t a t i o n  0 .2  0.1 - 
Other  0 . 3  - - 

Deobl iga t ions  DuringFY 1962 -0.2 .xx XX 

Other U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program 0 . 1  0 . 1  0.1 



Country: LEBANON 
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Obligations and Comitments FT 
(mi l l ions  o f  d o l l a r s  & d o l l a r  equiv.) 1961 

AGENCY FOR INT'L. DEVELOPMENT - TOT& 
Technical ~oop, /~evelopment  Grants . .................. Development Loans ....................... Other A . I . D .  

FOOD FOR PEACE (P.L. 480) - TOTAL .............. T i t l e  I, Country Uses 
( s a l e s  ~greement  s )  ,.............. ........................... T i t l e  I1 .......................... T i t l e  I11 ........................... T i t l e  I V  

........... EX-IM BANK LONG-TEXM LOANS 

OTHER U.S. ECONOMIC ASSISTANCE ....... 
M ~ L I T ~ Y  ASSISTANCE~ 

M.A.P. - Grant Aid ................. 
M.A.P. - Credi t  Assistance ......... 
Other Mi l i t a ry  Assistance .......... 

ASSISTANCE FROM INTtL. AGENCIES 
lBRD.................... ... UN Tech. A s s t t  ( C Y  ending i n  FY). .................... UN Special  Fund 

...... 3INO-SOVIET BLOC ASSISTANCE ( C Y )  

LOAN $ REPAYMENTS & INTEREST 
A . I . D .  and P.L. 480 Loans... . . . . . . . .  ............. Ex-Im Bank (Long-~erm). 
Other Government Loans... . . . . . . . . . . .  

4 Annual d a t a  are ne t  deliveries. 

must not ba divulgad to unauthorizad indi. 

*Less than $50,000 





Nepal 

Nepal- BASIC ECONOMIC DATA 

Area (sq.mi ) 54.000 

Annual Population Growth .......... 1.9$ Agricultural Land 
Gross National Product (1961)* Percent of Area ...................... 

Total (8 Million) 520 Acres per Capita 1.0 ................ ..................... 
......................... Per Capita GNP (Dollars) ......... 53 Literacy Rate 

Pupi l s  - % of Pop. (Primary/Secondary) ... 5 8 
2$ 

Life Expectancy ( y ~ a r s )  ................ 25-40 
People per Doctor ..................... 74,000 

1959 - 1960 - 1961 - 1962 ( ES t ) 
AGRICULTURAL PROD. INDEX (1952-54300)  ( ~ o t  Available) 

Per Capita Index .......................... 
Rice, rough (1,000 MT) .......... 1,210 1,360 1,315 n.a. 

INTERVATIONAL TRADE (S  Million) 
Total Exports (f.0.b.) ...................... 
Total Imports (c.i.f.) ...................... 

Trade Balance .......................... 
(Not Available) 

30LD & FOREIGN EXCHANGE (July 15) . . 15.8 21.3 27.5 31.4 
( ~ a s t r a  Bank) 

X S T  OF UVING INDEX (1958=100) .... 103 107 115 122 
(Katmandu ) 

* Converted a t  7.62 Nepalese rupees per U.S. dol lar .  

country Llsckgrouna 

Nepal i s  a landlocked country located i n  the  HimaLayas between Communist Comunist p o l i t i c a l  elements. In December 1962 the King announced a new 
China and India. I t s  population of about 10 million people inhabits an area constitution which would provide for  increased p o l i t i c a l  ac t iv i ty  through 
of 54 thousand square miles, about the  s ize  of Arkansas. a village council (pnchayat)  system of local  government. 

Yepal's long f r o n t i e r  w i t h  Tibet, its mil i tary and economic veakness, and 
f%S d f f f m n c e s  wiOh M i a ,  make it errpecially vulnerable t o  Chinese Com- 
plrmfst gr*essw@e. In addition t o  the l a rge  Chinese Communist a id  program 
g i n  E e w L  there  is a smaller but substant ial  Soviet a id  e f for t .  Althowh 
:the ~&n&unist Party is  banned by t h e  Gove-ent--as a r e  all p o l i t i c a l  

- 

organlmtions--it  remains an effect ive p o l i t i c a l  force. 

In the  past decade India's e f for t s  t o  Influence Nepalese internal  a f f a i r s  
have engendered wldespead anti-Indian feelings i n  Nepal despite basic 
rel igious and cu l tu ra l  a f f i n i t i e s  betveen the two countries. In recent 
months, however, re la t ions  between Nepal and India have improved considera- 
bly as a r e s u l t  of e f f o r t s  by both governments. An important factor  i n  
this improvment wae the cessation of a c t i v i t i e s  by the  Nepalese ex i le  
movement i n  India Urec ted  against King khendra.  

In  1960 King Wendra suspended parliament and assumed control of the gov- 
ernment. He  has proven a more durable and capable autocrat than expected 
but, i n  consolidating his position, he has weakened the  democratic, ant i -  

Nine out of 10 Nepalis earn a bare subsistence from primitive agriculture. 
The leve l  of l i t e racy  is the lowest i n  Asia. Administrative and technical 
s k i l l s  a re  almost completely lacking. The country i s  divided by the ridges 
of the Himalayas into isolated valleys, connected a t  best by foo t - t ra i l s .  
The f i r s t  road sui table  f o r  vehicular t r a f f i c  from Kathmandu, Nepal's capi- 
t a l ,  t o  India was opened f i v e  years ago. 

The Government has begun t o  organize f o r  economic development and t o  l ay  a 
foundation f o r  basic reforms. It adopted a Three-Year Plan l a t e  i n  1962 
which, although rudimentary, provides a framework f o r  development. The 
government also has created a National Planning Council and steps a re  being 
taken t o  improve land tenure, increase taxes, and enforce tax collection. 



Country: NEPAL 

U.S. O b i e c t i v e s  and S t r a t e m  

must not be divulgad to unauthorized indi- 

Nepal ' s  s i g n i f i c a n c e  t o  t h e  Uni ted  S t a t e s  l i e s  i n  i t s  s t r a t e g i c  
l o c a t i o n  on t h e  Bimalayan d e f e n s e  f r o n t i e r  of t h e  Indo-P,&istan 
s u b c o n t i n e n t .  The U.S. a i d  program o b j e c t i v e  i s  t o  h e l p  main- 
t a i n  Nepa l ' s  independence from Communist i n f l u e n c e  o r  c o n t r o l ,  
e i t h e r  of  which would j e o p a r d i z e  U.S. economic and p o l i t i c a l  
s t a k e s  i n  Tndia and P a k i s t a n .  

The a i d  program s e r v e s  t o :  ( a )  demonstrate  t o  Nepal t h a t  t h e  
Uni ted  S t a t e s  i s  i n t e r e s t e d  i n  i t s  cont inued  independense; (b) 
l e s s e n ,  by our  p resence ,  t h e  l i k e l i h o o d  of d i r e c t  o r  i n d i r e c t  
Chinese a c t i o n s  a g a i n s t  Nepal; ( c ]  a s s i s t  t h e  government's e c  
nomic and s o c i a l  development programs; ( d )  l e s s e n  t h e  e f f e c t i  
ness of t n e  Communist movement I n  Nepal; and ( e )  reduce  t h e  i 
on t h e  Nepal i  people of  t h e  s i z a b l e  Chinese and S o v i e t  a i d  
grams. 

We recognize  I n d i a ' s  pr imary i n t e r e s t  i n  Nepal. Our 
o b j e c t i v e  i s  t h a t  I n d i a  assume i n c r e a s i n g  r e s p o n s i b i l  
Nepa l ' s  development program. The achievement of  t h i s  
i s  hampered by Nepa l ' s  d i s t r u s t  of  I n d i a ,  and I n d i a ' s  
economic s i t u a t i o n .  Therefore ,  c u r r e n t  U.S. s t r a t e g y  
f o u r  l i n e s  of  a c t i o n :  ( a )  t o  encourage improved Ind ian-Nepa l i  
r e l a t i o n s ;  (b )  t o  u r g s  t h e  Government o f  Nepal t o  move ahead vi 
b a s i c  s o c i a l  and economic re forms ,  i n c l u d i n g  t h e  i n c r e a s i n g  
tax revenues;  ( c )  t o  support, improvement of  b a s i c  developme 
..+<*..A: --- ..-J '--,.:7:2.2 -- .  --J 
a u  u u u ~ u ~ ~ i ,  nuu rat-r lsLscs,  ~ L L U  ( 5 )  ~ i ) i l t i ~ i u n  t u  press  bile 
ernment t o  assume a  g r e a t e r  s h a r e  o f  i t s  development c o s t s .  

Cur ren t  S i t u a t i o n  

The government has undertaken an economic developnent  program, 
90% of  which i s  t o  be f i n a n c e d  by f o r e i g n  a i d .  I t  has e s t a b l i s h e d  
a  nationwide e d u c a t i o n a l  system, and has i n c r e a s e d  primary school  
enro l lment  from 26,000 t o  205,000 i n  seven y e a r s .  The c u r r i r u l u m  
has  bcen r e v i s e d  t o  i n c l u d e  v o c a t i o n a l  t r a i n i n g .  A development 
bduk ?,as bcen e s t a b l i s h e d .  The government has begun an overhau l  
of i t s  p u b l i c  a d m i n i s t r a t i o n  system. Land t e n u r e  and t a x  reform 
have been i n i t i a t e d .  Tenants  a r e  now guaran teed  t h e i r  t ~ n a n i % y ,  
, , * > , .  
ui lL  &ulx l s v ~  u u  . l t l r ~ ~  t: O ;  Fnliii pi uilut- t i u u  l lns u a w i  L a ~ l u ~ . ~ ~ u  uy l a w ,  

a d  t a x e s  which p r e v i o u s l y  went t o  l a n d l o r d s  now accrue  t o  t h e  
s t a t e .  The t q x  r q t p  on l ? n d  w l s  i n r r e r ~ s e ?  by 60% d u r i n g  t h e  1 , i s t  
two y e a r s .  The U.S. a i d  program h a s  r e s u l t e d  i n  consider:rble 11 .S. 
i n f l u e n c e  on economic p o l i c y  i n  Nepal. The Nepa l i s  have adopted 
s e l f - h c l p  f i s c a l  medsurs; a t  our  i n s i s t e n c e .  Moreover, t h e  p r i -  
o r i t i e s  o f  t h e  Three-Year P l a n  f o l l o w  c l o s e l v  t h o s e  of  t h e  U.S. 
a i d  program. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

- & oevelopment lmdhg cuntemploted Project opplicottons WIN ba cunsidered 

Nep.il a l s o  i s  rece iv ing  a i d  from t e n  o t h e r  Free  World c o u n t r i e s ,  
t h e  U N ,  Ford b'oundation, t h e  S o v i e t  Union and Cornmis t  China.  
A t  p r e s e n t ,  t h e  United S t a t e s  p rov ides  t h e  l a r g e s t  share  of  a i d ,  
fol lowed by I n d i a .  

FY 1964 Program - 

A $4.5 m i l l i o n  Development Gran t  program i s  proposed f o r  FY 1964. 
T h i s  w i l l  fund t h e  t e c h n i c i a n  s e r v i c e s ,  p a r t i c i p a n t  t r a i n i n g  and 
commodities needed f o r  p lanned  U.S. p r o j e c t  a c t i v i t i e s  i n  educa- 
t i o n ,  p u b l i c  a d m i n i s t r a t i o n ,  t r a n s p o r t a t i o n  and n a t u r a l  r e s o u r c e  
development. A Development Loan t o  p rov ide  l o a n  c a p i t a l  t o  
Nepa l ' s  I n d u s t r i a l  Developnent Corporat ion may be cons idered .  

-. 7 ,  r ,  r. - 7 7 .  , . . - 7 . .a 
v ~ ~ ~ ~ , r  r L I / [ J L ,  Y . u . - v w i ~ u u  siiusnll 1upi7 -il jt:iis~ O L C U  ijy L .u. L+UV 

s a l e s  t o  I n d i a  have represen ted  two- th i rds  of  U.S. Development 
Gran t  a s s i s t a n c e  t o  Nepal. I n  FY 1964 I n d i a n  rupees  va lued  a t  
$7 m i l l i o n  w i l l  be provided t o  f i n a n c e  t h e  l o c a l  c o s t s  of  U.S.- 
Nepa l i  development p r o j e c t s .  The u s e  of t h i s  type  c u r r e n c y  has  
en-ibled t h ~  Uni ted  S t z t c s  t o  main ta in  a  l a r g e  program in Nepal 
w i t h  minimum d o l l a r  cos t  and has  r e s u l t e d  i n  i n c r e a s e d  I n d i a n  
p ~ r ~ l c l p - t i o n  i n  Nep,il 's development process. 
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FY 1964 A .I .D . PROPOSED PROGRSLM 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  - - - d 

Development Grants - Total  3.7 3.9 4.5 
Indus t ry  and Mining 0.6 0.8 1 . 2  
Transportat ion and 

Communications 0.9 0.6 0.5 
Hsalth and San i t a t ion  0.8 0 .7  0.8 
A l l  o ther  1 .7  1.8 2.0 

Dsobligations During FY 1962 -0.3 xx xx 

Development lending contemplated; p r o j e c t  appl ica t ions  w i l l  be 
considered. 

AGENCY FOR INT'L. DEVELOPMENT - TOTAL 4.3 
Technical ~ o o ~ , / ~ e v e l o ~ m e n t  Grants . 1.9 
Developnent Loans .................. 0.4  
Other A.I .D.  ....................... 2.0 

- 

FOOD FOR PEACE (P.L. 480) - TOTAL - 
T i t l e  I, Country Uses .............. - ............... ( s a l e s  ~g reemen t  s )  ( - ) 
T i t l e  I1 ........................... - 
T i t l e  111 .......................... - 
T i t l e  I V  ........................... - 

EX-IM BANK LONG-'Em4 LOANS ...........- 

FY 
1946-1962 

Obligations and C o d t m e n t s  
:mil l ions o f  d o l l a r s  & d o l l a r  equiv.) 

OTHER U.S. ECONWIC ASSISTANCE ....... - 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. - 

FY 
1961 

M.A.P. - Credi t  Assistance ......... - 
Other Mi l i t a ry  Assistance .......... - 

FY 
1962 

ASSISTANCE FROM IN!C'L. A G E N C F  . UN Tech. A s s l t .  ( C Y  ending i n  FY).. 0.4 
UN Specia l  Fund... . . . . . . . . . . . . . . . . . .  1.0 

SINO-SOVIET BLOC ASSISTANCE ( C Y )  ...... 9.8 

LOAN $ REPAYMENTS & INTEREST.......... - 

40 *Less than 
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Pakistan 

BASIC DATA 

Populatton (millions . 1962). ....... 96.6 Life Expectancy (years) . . . . . . .  30 
9nnual Growth (percent) ........ 2.2 

. . . . . . . . . .  People per Doc tor . .  11,100 
Area (1000 sq. mi.) ............... 365 

Pop. Density per sq. mi. ........ 264 Literacy Rate - % ......... 
Agricultural Land 

....... Percent  of Total  Area.. .......... 31 Pupi l s  as % of Pop. 
............... Acres per Capita  0.8 (Primary & Secondary) 

PAKISTAN - GROWTH TRENDS 

Calendar Years 
1959 1960 - - - 1961 1962 €st. 

INTERNATIONAL TRADE (S millions) 
............ Total  Exports (f.0.b.). 321 393 400 425 

Jute,  raw & manufactured (188) (221) (260) (240) 
Total  Imparts (c.i.f.) ............. 

Trade Balance 
642 ................. -32 -2 1 -310 

.... GOLD & FOREIGN EXCHANGE.. 310 318 280 261(~ov . )  
(end of year  - t millions) 

COST O F  LIVING INDEX (1958=100). . 97 103 105 105 

Higher l w e l  due t o  increased foreign c red i t s  f o r  accelerated 
dwelopment promoting l ibe ra l i za t ion  of imports. 

GROBTH IUDIC4TORS 

Total G N P ( i n  1 9 6 0 / 6 1  p r i e e r ;  $ m i l l i o n s ) *  d 
...................................... Per Capita GNP (dollars) 

................................... nvestment a s  percent o[ CUP 
Domestic Sa \ inRs  a s  "a of Investment .......................... 
Vet Foreign Balance a s  "a of GYP .............................. 
Zentral Gov't Domestic Revenues a s  % of G N P . ~  ......... 

4,qicultural Prod. Index (1952-54q00) ......................... 
Index per Capita ................................................. 
Rice (1,000 MT) ........................ 

Industrial Prod. Index (1958400) ................................ 

CENTRAL GOVERNMENT FWANCES* 
(FY ending June 30) 

Total Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Capital Outlays) ............................................ 

..................................... Total Domestic RevenuesbJ  

Deficit or Surplus ............................................... 

Calendar Years 
1959 - - 1961 1960 - 

6,427 6,901 7,275 
69 73 75 

1962 Est .  

n.a. 
n.a. 

n.a. 
n.a. 
n.a. 
n.a. 

I 2 1  
100 

15,300 

147 

- Million Dollar Equivalents - 
(Rw. 

1961 1962 Est.  ) l % ? ( ~ ~ e t )  

r Converted a t  4.76 rupees per u.s.$. 
4 For years beginning Apri l  1. 

I n  addi t ion t o  the Central Government, the  Provincial Governments levy substan- 
t i a l  revenues of t h e i r  own, not included here. 

b u n t r y  Progress 

Pakistan i s  making a major e f fo r t  t o  accelerate  i t s  growth under i t s  $4.8 b i l l i o n  
Second Five-Year Plan (1960-1965) f o r  hhich it i s  receiving a i d  through an Inter-  
national Bank f o r  Reconstruction and Development (IBRD)-sponsored consortium. 
In  contrast with Pakistan's F i r s t  Plan, hhich had a slow s t a r t  and achieved no 
s ignif icant  gains i n  per capi ta  output, t a rge t s  f o r  the  i n i t i a l  two years of the  
Second Plan have generally been met. Indus t r i a l  growth, s t a r t i n g  from a very 
small base, exceeded t a rge t s  during the  F i r s t  Plan, and continues t o  show rapid 
gains. Agriculture i s  given substant ia l ly  increased emphasis under the Second 
Plan. 

1952-195h 1959 1962 1965 
(Target ) 

Agricultural Production (1952-1954 = 100) 100 115 121 131 

Rice (1,000 MT) 
Wheat (1,000 MT) 
Jute  (1,000 MT) 
Sugar Cane (1,000 MT) 

Indus t r i a l  Production (1958 = 100) 
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t o  maintain the  s t a b i l i t y  and defense of South Asia. This obJec- 
t i v e  i s  c l e a r l y  served by fur ther ing the  economic development of 
t h i s  western-aligned member of Central  Treaty Organization (CENM) 
and Southeast Asia Treaty Organization (SEATO) a t  a r a t e  which w i l l  
maximize prospects f o r  i n t e r n a l  s t a b i l i t y  and a lso  bo l s te r  Paki- 
s t an ' s  contribution to  t h e  mutual defense of the subcontinent. 
Accordingly, acting i n  concert with other Free World donors, the  
United S t a t e s  should endeavor t o  provide economic ass is tance up t o  
t h e  demonstrated absorptive capaci ty  of Pakistan, assuming t h a t  
t h e  po l i c ies  followed by Pakistan afford a reasonable bas i s  f o r  
r a t fona l  development. 

Pakist8.n has  reached t h e  midpoint nf i t s  $&,R h i l l i n n  S e c n d  Five- 
Year Plan (1960-1965), which c a l l s  fo r  a t ta ining sel f -suff ic iency 
i n  basic food production within a decade and a -24% increase i n  the  
nat ional  income by the  end of the  Plan period. It faces  many 
d i f f i c u l t i e s  i n  carrying out t h e  development program, but Pakistan 
has demonstrated a determination to  take steps t o  deal with them. 
A greater  mobilization of Pakis tan 's  i n t e r n a l  resources and improve- 
ment i n  i t s  balance-of-payments posit ion i s  necessary. This would 
require  modification i n  exis t ing t a x  f inancia l  and pr ice  po l i c ies  
with  articular em~hasis  on a ~ ~ r o ~ r i a t e  measures t o  increase savings . . " 
and promote export's. The current' p o l i t i c a l  si tuation, a compound 
of the  re tu rn  t o  open p o l i t i c a l  a c 5 v i t y  a f t e r  x a r t i a l  law, tan- 
sion between East Pakistan and West Pakistan, continued f e a r  of 
Indian aims, pa r t i cu la r ly  with regard t o  Kash~i r ,  and U.S. support 
and m i l i t a r y  a i d  t o  India since the Chinese border incursion, makes 
it difficult for  the  government t o  make econodc decisions rapidly.  

Given t h i s  polZitical climate, U.S. s t r a tegy  mmt continue t o  sup- 
por t  t h e  economic and soc ia l  development objectives of the  Second 
Five-Year Plan, while encouraging the  government, a s  opportuni t ies  
emerge, t o  improve ex i s t ing  po l i c ies  and t o  adopt new po l ic ies  
aimed a t  accelerating t h e  pace of developant .  The United S t a t e s  
a l s o  expects t o  use m u l t i l a t e r a l  approaches through t h e  Interna- 
t i o n a l  Bank f o r  Reconstruction and Development (IBRD) Consortium 
t o  s t imulate  bet ter  Pakistan management of i t s  development program. 

A s  an i n t e g r a l  par t  of t h i s  over-all  s t r a t e g y t h e  U.S. a id  e f f o r t  
w i l l  concentrate, insofar  a s  practicable.  on key a c t i v i t i e s  which 
have the  promise.of s i g n i f i c a t l y  strengtheningw Pakistan ' s devel- 
opment capabi l i ty .  This involves accelerating changes in key 
l ins t i tu t ions  and attitudes by bols ter ing developent-oriented ' 
elements in Pakiskm.  It also imrolvea ass i s t ing  a major e f f o r t  
'to improve the  eapaoity o f  dovs l~ptmt  a g e n ~ i e s  for planning, 
lorg&ing and eoaducting e f f i c i e n t  programs, 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

Development Lwns ' 

2079-W 249.9 

I '$54.5 Mrllion approved as olfeb. 28: 

I 
I PROPOSED PROGRAM <qhl, 

Complementing t h i s  e f f o r t ,  t h e  United States will continue t o  help 
Pakistan strengthen i t s  capab i l i ty  t o  meet i t s  external and inter- 
nal secur i ty  requirements. The United S ta tes  a l so  w i l l  encourage 
t h e  Govement  of Pakistan t o  hold i t s  mi l i t a ry  expenditures on a 
constant l e v e l  and concentrate i t s  resources on economic 
,development. 

Current Situation 

Pakistan must provide f o r  the  soc ia l  and economic needs of i t s  
97 mill ion people, most of whom l i v e  a t  or  near subsistence levels .  
With population growing f a s t e r  than 2% per year, it i s  necessary 
t o  accelera te  t h e  r a t e  of economic growth i f  s ign i f i can t  improve- 
ments i n  l iv ing standards a r e  t o  be achieved. Under the  impetus 
of two successive Five-Year Plans, Pakistan has made considerable 
progress i n  mobilizing domestic resources for  development and i n  
making effect ive  use of external  assistance.  

Pakis tan 's  economic progress in the  years immediately following 
independence was uneven. Const i tu t ional  and p o l i t i c a l  problems 
occupied the  a t t en t ion  of the  country's  leadership, and scarce 
administrative and managerial t a l e n t s  f a i l e d  t o  make the  most of 
t h e  l imited mater ia l  and f inanc ia l  resources. I n  1950, manufac- 
tur ing contributed only 7% t o  Gross National Product (GNP) while 
agr icul ture  accounted f o r  61%. Under the  F i r s t  Five-Year Plan, 
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which s t a r t e d  slowly i n  1955, a  program of planned economic devel- 
opment was i n i t i a t e d .  Large-scale i n d u s t r i a l  i n f r a s t r u c t u r e  f a c i l -  
i t i e s  received p r i o r i t y  and expanded s i g n i f i c a n t l y .  By 1960, indus- 
t r y  was producing 13% of na t iona l  output,  mainly s u b s t i t u t e s  f o r  
imported consumer goods. Because i n s u f f i c i e n t  a t t e n t i o n  was given 
t o  ag r i cu l tu re ,  a g r i c u l t u r a l  production lagged. 

The t o t a l  r i s e  i n  a g r i c u l t u r a l  output  during t h e  F i r s t  Five-Year 
Plan  (1955-1960) bare ly  kept  up with t h e  r a t e  of  population increase .  

With t h e  advent of  t h e  Ayub government i n  1958, t he  leadership  made 
a  determined e f f o r t  t o  focus on t h e  coun t ry ' s  economic problems. 
After  1+4 months of m a r t i a l  law, c o n s t i t u t i o n a l  government was r e -  
s t o r e d  i n  June 1962. National  e l ec t ions  were he ld  i n  1962 and a  new 
National  Assembly has been inaugurated. 

The Second Five-Year Plan (1960-1965) c a l l s  f o r  t o t a l  development 
expenditures of $4.8 b i l l i o n ,  about 70% more than the  amount spent 
i n  t h e  F i r s t  Plan.  It p r o j e c t s  ex te rna l  a s s i s t ance  requirements of  
$3.0 b i l l i o n  of fore ign  exchange, including about $700 mi l l i on  i n  
food from t h e  United S t a t e s  under T i t l e  I of P.L. 480. Over t h e  
f u l l  per iod ,  t h e  Plan i s  expected t o  y i e l d  a  growth i n  t h e  n a t i o n a l  
income o f  24%, o r  near ly  2.5% increase  i n  average annual per  c a p i t a  
income. Plan t a r g e t s  c a l l  f o r  an increase  of 21% i n  food g r a i n  out-  
put ,  60% i n  production of la rge-sca le  indus t ry ,  and c rea t ion  of 3 
m i l l i o n  new jobs. With t h e  Plan a t  mid-point, Pakistan has reached 
n e a r l y  ha l f  the  f ive-year economic growth t a r g e t .  Although inves t -  
ment in ag r i cu l tu re  has lagged, t o t a l  output  has advanced by 7%, 
due i n  p a r t  t o  favorable weather. I n d u s t r i a l  production rose  13% 
i n  t h e  f i r s t  two years .  P r iva t e  sec tor  investment exceeded expec- 
t a t i o n s .  Foreign exchange earnings,  encouraged by an export bonus 
scheme, have increased by 16% s ince  t h e  s t a r t  of  t h e  Second Plan and 
non-development imports have been l e s s  than o r i g i n a l l y  est imated.  
Nevertheless,  t h e  inflow of ex te rna l  a i d  was not  l a r g e  enough t o  
cover both development and maintenance needs and some reduction i n  
fo re ign  exchange reserves  occurred during t h e  f i r s t  two years  of  
t h e  Plan.  As of November 1962 fore ign  exchange reserves  were $276 
mi l l i on ,  having dropped from $318 mi l l i on  in 1960. 

The government has maintained a  gene ra l ly  sound f i s c a l  policy.  
Greater  e f f o r t s  could be made t o  increase  donestic revenues. These 
r o s e  i n  1962 by 10% a s  compared t o  1961 and a r e  expected t o  r i s e  
i n  1963, although more slowly. Development expenditures i n  1963 
a r e  expected t o  r i s e  25% over 1962. M i l i t a r y  expenditures have been 
h e l d  r e l a t i v e l y  s t ab le ,  and a r e  now about one-fif th c e n t r a l  govern- 
ment expenditures. 

r i s i n g  domestic demand, un le s s  cont ro l led ,  w i l l  increase  import 
requirements. Moreover, slow p ro jec t  preparation and execution, 
def ic iencies  i n  economic p o l i c i e s ,  and i n s t i t u t i o n a l  and adminis- 
t r a t i v e  weaknesses hinder more r ap id  development. Pakistan rec-  
ognizes these problems and i s  endeavoring t o  overcome them. 

Future domestic and ex te rna l  p o l i t i c a l  development could a f f e c t  
Pak i s t an ' s  progress under t h e  Plan. Continued f r i c t i o n  wi th  
India ,  p r inc ipa l ly  over Kashmir, and with Afghanistan over t h e  
Pushtunistan i s sue ,  might jeopardize Pakis tan ' s  a b i l i t y  t o  con- 
t r o l  mi l i t a ry  expenditures and a f f e c t  i t s  a l l o c a t i o n  of resources 
for development. 

An In t e rna t iona l  Consortium organized i n  1961 by t h e  IBRD,  
reviewed the  Plan and, considering it an adequate development 
frame, pledged a  t o t a l  of $945 mi l l i on  of ass is tance  t o  Pakis tan  
f o r  t h e  second and t h i r d  years  of  t h e  Plan (1962-1963). Of t h i s  
t o t a l  t he  U.S. commitment was $500 mi l l ion ,  t h e  IBRD - In terna-  
t i o n a l  Development Associat ion (IDA) $209.4 mi l l ion ,  Germany $80 
mi l l ion ,  United Kingdom $47.6 mi l l ion ,  Canada $38 mi l l ion ,  France 
$25 mill ion and Japan $45 mi l l i on .  I t a l y ,  Belgium, and t h e  
Netherlands a r e  expected t o  jo in  t h e  Consortium i n  FY 1964. Soviet  
bloc ass is tance  thus  f a r  has  been l imi t ed  t o  a  $33 mi l l i on  
Pakistan-USSR c r e d i t  agreenent f o r  o i l  explora t ion  concluded i n  
March 1961. 

The Indus Basin p ro jec t  described i n  t h e  sec t ion  on Contributions 
t o  In t e rna t iona l  Organizations, r ep resen t s  another important as-  
pect  of Pak i s t an ' s  ove r -a l l  program. 

FY 1964 Propram 

The program proposed f o r  Pakistan i n  FY 1964 cons i s t s  of $225 
mi l l i on  i n  Development Loans and $9.9 mi l l i on  i n  Development 
Grants. It i s  assumed t h a t  Export-Import (Ex-1m) Bank lending of 
about $25 d l l i o n  a l s o  w i l l  be ava i l ab le .  

Development loans  w i l l  be extended f o r  p r i o r i t y  requirements 
during the  f o u r t h  year of t h e  Five-Year Plan. The over-a l l  loan  
l e v e l  w i l l  a l s o  t ake  i n t o  account t h e  l e v e l  of cont r ibut ion  by 
o ther  members of t h e  I B R D  Consortium. Current  es t imates  a r e  t h a t  
about $500 mi l l i on  w i l l  be requi red  in FY 1964 t o  sus t a in  t h e  
momentum o f  development and meet over-a l l  Plan objec t ives .  Present  
indica t ions  a r e  t h a t  Pakis tan  can ca r ry  out  e f f e c t i v e l y  a  t o t a l  
program requi r ing  t h i s  magnitude of a s s i s t ance .  

Despi te  s u b s t a n t i a l  progress,  bas ic  problems remain. Agr icul tura l  Under the  FY 1964 Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) 
y i e l d s  a r e  low, t h e r e  i s  a  need t o  expand exports  f u r t h e r ,  and program, t echn ica l  a s s i s t ance  w i l l  be focused t o  t h e  maximum - 42 
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f e a s i b l e  degree on s i x  p r i o r i t y  obJectives: ( a )  achieving a s ig-  
n i f i c a n t  increase i n  r i c e  production in  East  Pakistan; (b) increas-  
ing  t h e  low a g r i c u l t u r a l  y i e lds  and a l l ev ia t ing  t h e  r e l a t e d  water- 
l ogg i r~g  arid s a i ~ r l i ~ y  problem i n  the  Inaus Yiam; (c)  preparing and 
d i s t r i b u t i n g  teaching ma te r i a l s  fo r  primary and secondary schools;  
(d) increas ing i n d u s t r i a l  product iv i ty ;  (e)  improving managenrent, 
p a r t i c u l a r l y  i n  government organizations responsible f o r  develop- 
ment; and ( f )  achieving malaria eradicat ion and expanded r u r a l  
publ ic  heal th .  Some t echn ica l  ass is tance  a c t i v i t i e s  outs ide  the  
a reas  of concentration w i l l  be supported. These contr ibute  t o  
over-a l l  Plan object ives  and help Pakistan maintain i n t e r n a l  secu- 
r i t y .  Loan financing w i l l  continue t o  be given f o r  p ro jec t s  and 
commodity import programs in general  support of t h e  Second Plan. 
Projec t  f inancing in f i e l d s  such a s  water control  and resource 
development aimed p a r t i c u l a r l y  a t  increas ing ag r i cu l tu ra l  produc- 
t i v i t y ,  t ranspor ta t ion ,  power development, expansion of i n d u s t r i a l  
capaci ty  and improvement of public hea l th  i s  ant ic ipated .  A Food 
fo r  Peace program, under t h e  four-year P.L. 480 agreement signed 
in 1961, w i l l  continue t o  help meet Pak i s t an ' s  food d e f i c i t s .  

FY 1964 A . I . D .  PXOPOSED PROGRAM 

( I n  million_s of d o l l a r s )  
FY 1963 Fi 1964 

FY 1962 Estimated Proposed 

Development Locins - Total  207.2 217.0 225.9 
Power and Communication 34.6 36.0 
Indust ry  and Mbing 2.8 2.2 
Transportat ion 31.0 24.4 
Development Banks and Other 

Financia l  I n s t i t u t i o n s  7 .5  - 
Development Programs 132.0 100.8 
Other Ac t iv i t i e s  - 53.6 
Decommitment -0.7 - 

Development Grants - Total  8.0 9.7 9.9 
Food and Agriculture 1.7 1 .5  2 .1  
Indust ry  and Mining 1 . 7  2.0 1 7 
Labor 0.1 1.1 - 
Public Safety 0 .1  1.1 2.0 
Public Administration 1.1 0.8 0.6 
Other 4.2 3 .2  3 .5  

Deobligations During FY 1962 -0.9 xx xx 

Supportinn Assistance - Total  25.0 - - - -.I 

Non-Pro j ec t  33.0 - - 

Deobligations During Fi 1962 -8.1. xx xx 

Other U .S. Assistance - 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 122.2 151.3 1a.8 
(Sales  Agreements) (130.0) (161.0) (144.0) 

Mili tary  Assistance Program 50.5 47.3 4.8.6 



Pakistan 
U . S .  FOREION A S S I S T A N C E  - O B L I G A T I O N S  AND LOAN A U T H O R I Z A T I O N S  

I M i l l i o n s  of  D o l l a r s )  

PROGRAM 
1946  - 4 8  

..................................... ECONOMIC - TOTAL - 0.1 

ORANTS.... ................................ 
LOANS 

- ..... ABEICY FOR INTERNATIONAL DEVELOPMENT TOTAL.. 
Grant ,  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loan, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL COOPERATION/DEVELOPMENT GRANTS.. . . . . . . .  - 
DEVELOPMENT LOANS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 
OTHER A. I .D. . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

FOOD F O R  P E A C E  (PL  6 8 0 )  - TOTAL  .................... 
T I T L E  I - PLANNED FOR GRANTS AND LOANS.. . ........ 

. . . . . . . . . . . . . .  . 104c Grant. f s r  Commm Defense. - 
. . .  1 0 4 d  . Grants  from T r i a n g u l a r  T r a n s a c t i o n s . .  - 

. . . . . . .  . 104e C r o n t r  for  Economic Development . .  - 
. . . . . . . . . . . . . . .  . 104e Loons to  P r i v a t e  I n d u s t r y  - 

. . . . . . . . . . . . . . . . . .  . 1 0 4 g  Loans  to Governments..  - 
( T o t 0 1  S o l e s  Agreements) . . . . . . . . . . . . . . . . . . . . . . . . . .  1 (-1 

T I T L E  I I - EMERGENCY RELIEF. .  . . . . . . . . . . . . . . . . . . . .  I - 
. . . . . . . . . . . .  T I T L E  I l l  - VOLUNTARY REL IEF  AGENCIES - I 

T I T L E  i V  - COLLAR CREDIT SALES.. . . . . . . . . . . . . . . . . .  I - 
EXPORT-IMPORT 8ANK LONO-TERM LOANS ................. I - 
OTHER u.s. EcoNoMlc  PRoORAMs.%. .................. 0.1 

YILITARY - TOTAL ..................................... - - 
BRAITS .................................... - 
LOANS.. . . . . ................................ I 

MIL ITARY ASSISTANCE PROORAM -MAP - ( C h p .  t o  APP. ) .  
(Addr t t o n o l  Grant. from Ezcrrr S t o c k s )  

OTHER MIL ITARY ASSISTANCE .......................... 
lOTAL ECONOMIC AND MILITARY .......................... 

FOREION ASSISTANCE ACT PROORAM.. ................... 
OTHER ASSISTANCE. .................................. 

- YEARS 
1957 

170.7 
117.8 
52.9 

96.7 
5L.7 
L2.0 

5.5 

91.1 

7L.O - 
6 . 3  - 
L8.L 

5.0 

10.9 

(73.3) 

9.7 

- 
SLL 
191.9 
7L.O 

OTHER A S S I S T A N C E  AND REPAYMENTS 

ASSISTANCE FROM INTERNATIONAL AGENCIES 
F Y  1961 F I  1962 FY 1946-62 - -- 

IBD . World Bsnk . . . . . .  105.0 . 256.3 
UNTech.Ass't.(CY) . . . . .  1.3 1.5 12.1 
UN Special Fund . . . . . . .  2.7 3.0 11.3 
In t ' l .  Dm. Association . . . .  21.0 21.0 
IFC - In t ' l .  Finance Corp. . . .  b.0 5.L 

b a s  than $50,000. 
a/  Sea footnote on table for India. - 
b/ PL 77 m e a t  to Pekiatan. 

SINO-SOVIET BLOC ASSISTANCE 

1961 i C a l e n d a r Y e a r 1  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30.0 

......................... 1962  ( C a l e n d a r  Y e a r l . .  - 

.. . . . . . . . . . . . . . . . . . . . . . . .  C u m u l a t i v e  t h r u  1962 . .  33.2 

44 

:::: I t:: 

5.0 "I"' 

TOTAL 

1,851.1 

1,062.6 
791.5 

l,S9.L 
618.3 
a1.l 
59.3 

Ir38.l 

662.0 

57L.7 - 
h90.1 - 

79.3 

211.5 
26.7 

172.6 

(560.0) 

L8.6 

x . 0  

51.0 

69.0 

LOAN DOLLAR REPAYMENTS AND INTEREST 

F Y  1961 F Y  1962 FY 1946-62 

A.I.D. and PL L80 1.7 
&-In. Bank ( ~ o n g  Tern) 0.7 0.8 
Othm C o v e ~ n t  Loans 3.2 ::: I 





Syria 

, r-V ,, S A U D I  A R A B I A  / 

Annual Population Growth .......... 3.68 
Groes National Product (1961)' 

Total (8 Million) ................ 715 
Per Capita GNP (Dollars) ......... 152 

AGRICULTURAL PROD. INDEX (1952-54300) 
Per Capita Index..  ........................ 

Wheat (1,000 MT) ................ 
ELECTRIC POWER OlPrPm (KUH per capita$ 

[NTERNATIONAL TRADE 0 Million) 
Total Exports (1.o.b.) ...................... 

..................... Cotton, raw 
Total Imports (c.i.f.) ...................... 

Trade Balance .......................... 
SOLD & FOREIGN EXCHANGE (md-Yr.-$ Mil) 

"ST OF LIS'ING INDEX (1958=100) ....  amas as cus ) 

Agricultural Land 
...................... Percent of Area 68% ..................... Acres per Capita 6.3 

......................... Literacy Rate 30-358 ... Pupils - % of Pop. (Primary/Secondary) 
Life Expectancy 

118 ................ 30-40 
..................... People per Doctor 4,500 

* Converted a t  3.82 Syrian pounds per U.S. dol lar .  
Government plants only. 

Bince Syria achieved independence i n  1946, there has been constant p o l i t i -  
cd. i n s t a b i l i t y  and repeated intervention by t h e  mil i tary i n  p o l i t i c a l  
affairs. Successive cabinets and shake-ups gradually gave power to 
extreme Arab nat ional is t  and pro-Communist elements. Relations wlth the 
Soaet bloc beceme increasingly close, and by 1957 led t o  arms and econclmio 
cr&ik agreements. Arab na t iona l i s t  elements, fearful. of growing Communist 
influence and a t t rac ted  by the  Arab leaderehip of Naaaer, sought closer 
ties wlth w. In February 1958 Egypt and Syria Joined together t o  
become the United Arab Republic (UAR). 

ilhe military coup i n  Sqtember 1961, vhich broke up We union with &pt, 
uas motivated largely by a Syrian deeire for greater  loca l  autonomy and 
gmoTing eoneermtive reais'bstlce t o  the  ecouamic p l i c i e a  being imposed by 
mt. After t h e  coup, m a n y  of the nationalization measures imposed during 
the union were rescinded and Syria adopted pol icies  permitting greater 
freedom t o  the  pr ivate  sector although the  more popular social  reforms 
in i t i a ted  by the  UAR were retained. While Syria continued i t s  reliance on 
the Sovlet bloc f o r  the financing of cer tain economic development projects,  
it also indicated an in te res t  i n  strengthening i t s  relat ions with the  West 
and requested f inancial  assistance for  i t s  s tab i l i za t ion  program and f o r  
economic development. 

Since September 1961, there have been three changes in govemnt&i in Byrlrr, 
ref lect ing Byria's cantinulng inab i l i ty  t o  fom a meli t iw goverplflent eat- 
isfactory to  t h e  major p o l i t i c a l  gmups i n  the cormtry. Although neither 
domestic policies nor the policy of nonalignment i n  world a f f a i r s  have been 
substantially modified, the present government includes pro-Nasser Support- 
ers  f o r  the first time since 1961 and is known t o  f a w r  rapprochment i n  
various f i e lds  with the UAR and Iraq. However, t h i s  government has s tated 
tha t  it does not intend t o  modify Syria 's  pol icies  i n  foreign and domestic 
a f fa i r s .  

Despite recent industr ia l  expanslon, Syria remains primarily an agricul tural  
country. I t  exports cotton, i t s  largest  s ingle  source of foreign exchange 
earnings, and cereals.  Because of the drought between 1957 and 1961 agricul- 
t u r a l  production declined by one-third and national income by 14%. By early 
1962, t h e  loss i n  export earnings, combined with increased demand f o r  
imports and cap i ta l  f l i g h t ,  reduced foreign exchange reserves t o  the  lowest 
l eve l  since 1946. Aided by a s tab i l i za t ion  program and good harvests,  eco- 
nomic conditions then improved considerably. However, even with continued 
Syrian development e f for t s  and an expansion of pr ivate  business investment, 
Syria continues t o  re ly  upon foreign sources t o  finance cer tain projects.  
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f idence ,  a s s i s t  Sy r i a  t o  maintain i t s  independence, and ~nLnxizie 
t h e  r o l e  of t h e  Sovie t  b loc  i n  Syr ian  a f f a i r s .  Syr ian  m k s t ~ l s t  o f  
Western motives i n  t he  Near Eas t  sterns l a r g e l y  from i ts  b e l i e f  that 
the West i s  respons ib le  f o r  the s t r o n g  economic and military po#i+ 
.tion of I s r a e l .  Our continued a s s i s t a n c e  t o  the United Arab Re- 
p u b l i c  IUAR) a f t e r  t h e  breakup of t h e  union, and reduced UAR em- 
p h a s i s  on t h e  Arab-Israel i  problem, re inforced  tMs view, U.S. 
economic a s s i s t ance  t o  Sy r i a  s t r i v e s  t o  e s t ab l i sh  a  framework 
f o r  cooperat ion i n  order t o  c r e a t e  b e t t e r  understanding of U.S. 
ob j ec t ives  and provide an a l t e r n a t i v e  t o  dependence on the  Sovie t  
b loc .  

Westcrn na t ions  o thcr  t h a  t b c  Unitcd S t a t c s  should coztinue 
t o  be t he  major source of economic a s s i s t ance ,  a s  they a r e  now f o r  
t h e  s t a b i l i z a t i o n  program and t h e  Euphrates Dam. The United 
S t a t e s  w i l l  continue t o  encourage Western pa r t i c ipa t ion  i n  S y r i a ' s  
f u t u r e  development f inancing  ?nd w i l l  seek t o  promote f u r t h e r  
Syr ian  cooperat ion with t he  Wsst and in t e rna t iona l  i n s t i t u t i o n s ,  
e s p e c i a l l y  t h e  I n t e r n a t i o n a l  Bank f o r  Reconstruction and Develop- 
ment (IBRD) and i t s  a f f i l i a t e s .  The United S t a t e s  w i l l  consider 
development loans  f o r  s e l ec t ed  i n f r a s t r u c t u r e  p ro j ec t s  e s s e n t i a l  
t o  t he  success of t he  development program and o f f e r  small amounts 
of  t echn ica l  a s s i s t ance  i n  e s s e n t i a l  f i e l d s .  

Current  S i t u a t i o n  

Sy r i a  has f inanced a  modest development program over t he  l a s t  
decade, l a r g e l y  from i t s  own resources.  I n  FY 1961 Syr ia  i n i t i a t e d  
a  development plan which a n t i c i p a t e d  doubling the  na t iona l  income 
i n  t e n  years ,  and concentrated on the  a g r i c u l t u r a l  s ec to r ,  em- 
phas iz ing  land  reclamation and i r r i g a t i o n .  Although development 
expendi tures  have not  met plan t a r g e t s ,  the ac tua l  growth r a t e  
over t he  l a s t  two years  has exceeded 10%. This r e f l e c t s  much 
improved a g r i c u l t u r a l  condi t ions  fol lowing four yea r s  of severe 
drought when t h e r e  was l i t t l e  change i n  Gross National Product 
(GNF'). Sy r i a  continues t o  use  t h e  plan a s  a  bas i s  f o r  development, 
b u t  i s  now r e v i s i n g  the  plan.  The IBRD has offered t o  provide sev- 
e r a l  expe r t s  t o  advise  and a s s i s t  i n  t h i s  task.  

Ea r ly  i n  1962 Syr i a  and the  I n t e r n a t i o n a l  Monetary Fund (IMF) agreed 
upon a  s t a b i l i z a t i o n  program t o  e l iminate  i n f l a t i ona ry  pressures  
and l i b e r a l i z e  fo re ign  exchange con t ro l s .  To support t h i s  program 
t h e  IMF approved drawing r i g h t s  of $6.6 mil l ion,  I t a l y  provided $5 
m i l l i o n  and West Germany provided $16 mi l l i on .  The United S t a t e s  
approved a  $5 mi l l i on  Export-Import (EX-1m) Bank l oan  and a  $9 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

1 0 . 2  Develop. Grants 

,017 Support.Assist. 

Development Grants 

.3 

Development Loons 14 7 

PROPOSED PROGRAM 

23.9 

)Develop, GI" 

.i 0.6 3 

9 DaeJopmsnl lending contemplate& Project a~ l i ca t ions  will ba cons~dsrad 

mi l i i on  Supporting Assistance loan .  Good ha rves t s  and S y r i a ' s  
adoption of appropr ia te  monetary and f i s c a l  p o l i c i e s ,  r e s u l t e d  i n  
t h e  r e s t o r a t i o n  of business confidence and improvement of economic 
condi t ions .  

FY 1964 Propram 

A Development Grant program of $600,000 i s  proposed f o r  FY 1964. 
These funds w i l l  be used f o r  cont inuing  t h e  c i v i l  av i a t i on  and 
po l i ce  t r a i n i n g  programs. Severa l  consu l t an t s  were s en t  t o  Sy r i a  
i n  FY 1963 t o  examine Syrian needs i n  s eve ra l  f i e l d s  of a c t i v i t y .  
Survey r e p o r t s  a r e  being prepared.  Therefore,  we have included 
wi th in  t h i s  l e v e l  funds f o r  s eve ra l  small  t e chn ica l  a s s i s t ance  
p r o j e c t s .  

No loan  r eques t s  a r e  p re sen t ly  under cons idera t ion .  However, 
t h e  Agency f o r  I n t e r n a t i o n a l  Development ( A . I . D . )  w i l l  be prepared 
t o  consider p r o j e c t  loans  f o r  S y r i a ' s  development program. The 
United S t a t e s  w i l l  a l s o  conslder r eques t s  f o r  surp lus  c o m o d i t f e s  
under T i t l e  1 V  i f  t h e  a g r i c u l t u r a l  s i t u a t i o n  warrants  and i f  op- 
g o r t y n i t i e s  e x i s t  t o  expand S y r l a l s  market f o r  U.S. agrfcu1t;uraf 
commodities. 

' 



Country: SYRIA 

%dad a m n  a n  SECURITY CLASSIFIED md 
m w  not b. divulged to unauthwipd hdw 
ridual. All other manrial is uncl.l*l*d. I 
I 

M 1964 A.  I . D .  PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Develowent Loans - Tota l  
Other A c t i v i t i e s  

Development Grants - Tota l  
Transpor ta t  ion 
Health and San i t a t i on  
Publ ic  Safe ty  
Other 

support in^ Assistance - Tota l  
Non-Project 

Other U. S. Ass is tance  
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 
(Sa l e s  Agreements) 

Less than  $1 00,000. 
4 Development lending contemplated; p r o j e c t  app l i ca t ions  w i l l  be 

considered.  

FINANCIAL DATA - 
AGENCY FOR INTIL. DEVELOPMENT - TOT& - 

Technical ~ o o ~ , / ~ e v e l o ~ e n t  Grants . - 
Development Loans .................. - ....................... Other A. I .D.  - 

I 

FOOD FOR PEACE (P.L. 480) - TOTAL 35.0 
T i t l e  I, Country Uses .............. 14.9 ............... ( s a l e s  ~ g r e m e n t s )  
Title I1 ........................... .......................... m t l e  111 ........................... T i t l e  I V  

FY 
1946-1962 

Obligations and C o d t m e n t s  
:mi l l ions  of d o l l a r s  & d o l l a r  @v.) 

........... EX-IM BANK LONE= LOANS 

OTHER U.S. ECONCMIC ASSISTANCE ........ 

FY 
1961 

MILITARY ASSISTANCE ................. M.A.P. - Grant Aid ......... M.A.P. - Cred i t  Assistance .......... Other M i l i t a r y  Ass is tance  

FY 
1962 

ISSISTANCE FROM INT'L. AGENCES ..... TRI Tech. A s s ' t .  (CY ending FY). ..................... U N  Special  Fund 

...... SINO-SOVIET BLOC ASSISTANCE ( C Y )  

LOAN Qb REPAYMENTS & INTEREST ......... A.  I. D. and P.L. 480 Loans.. ............. Ex-Im Bank (~ong-Term). 
Other Government Loans. . . . . . . . . . . . . .  

Less than $50,000 
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BASIC DATA 

. . . . . . .  Population (millions - 1962). . . . . . . .  29.2 Life Expectancy (years) 48 
Annual Growth (percent) ........ 2.9 

People per Doctor ............ 2,000 
Area (1000 sq. mi.) ............... 300 

. . . . . . . . . . . .  ........ Pop. Density per sq. mi. 97 Literacy Rate - % 30 
Agricultural Land 

. . . . . . . . . .  .......... Percent  of Total Area.. 70 Pupils  a s  % of Pop. 11 
Acres per Capita ............... 4.6 (Primary & Secondary) 

TURKEY - GROWTH TRENDS 

1 'Sum of Nd k m q n  Bolonn B Lmqt 

o r  I I I I I I 
1957 1958 1959 1960 1961 1962 

-. -. - 
INTERNATIONAL TRADE 0 millions) 

Total  Exports (f.0.b.). ............ 354 
Tobacco ................. (92) 

Total  Imports (c.i.f.) ............. l&!Q 
Trade Balance ................. -116 

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - $ millions) 

265 

COST O F  LIVING INDEX (1958'100). . 
( ~ s t a n b u l )  

Calendar Years 
1960 1961 1962 €51, - - 

;ROU'TfI IUDICATORS 

rota1 GNP (in 1961 prices; S millions)' ...................... 
Per Capita GYP (dollars) .................................... 

nvestment a s  percent of GYP ......................... .. ..... 
)omestic S . ~ \ i n g s  a s  Oh of Investment .......................... 
let  Foreign Balance a s  S of (;SP ............................... 
Zentral Cov't Don~estic Revenues as  Ob of GYP .............. 

k~ricultural Prod. Index (1952-51q00) ......................... 
Index per Capita .............................................. 
Wheat (1,000 MT) ....................... 

:ement Production (1,000 MT) ............. 
:ENTRAL GO WRYVENT E'P. W C E S *  
(FY ending February 28) 

rota1 Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Copitol Outloys) ............................................ 

'otal Domestic Revenues ......................................... 

Deficit or Surplus ............................................. 

Colendor Yeors 
1959 - 1960 - 1961 - 

5,346 5,549 5,468 
199 201 193 

1962 Est .  

5,745 
197 

15 
71 
4 

17 

122 
9 5 

6,600 

2, 350 

- Million Dollor Equivalents - 

Converted a t  9 l i r a s  per u.s.$. 
A.I.D. estimates. 

Country Progress 

From 1948, when U.S. economic assistance was in i t i a ted ,  through 1962 agricul tural  
and industr ia l  production i n  Rrrkey expanded markedly and Gross National Product 
(GNP) increased about 80$. This expansion was accompanied by balance-of-payments 
problems, which led t o  a slackening of economic ac t iv i ty  i n  1958-1960 when economic 
growth f e l l  below the 3$ annual increase i n  population. Following the mil i tary 
coup of 1960 and return t o  more responsible government, economic pol icies  have been 
reformed, prices have been re la t ive ly  stable, and a Five-Year Economic Development 
Plan (1963-1967) adopted. Rrrkey looks t o  the United States  and the Organization 
f o r  Economic Cooperation and Development (OED) Consortium formed i n  July 1962 f o r  
assistance i n  meeting i t s  Plan goals. 

Selected Indicators of P r o ~ r e s s  and Goals 
Plan Tarnet 

1948 1962 1967 

Agricultural Production Index (1952-1954=100) 71 I22 152 
Wheat (1,000 m) 3,946 6,600 8,580 

Industrial Production Index (1952-1954=100) 66 166 210 
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U.S. OL.jecLives arid S L r a t e a  

Turkev ~ l a v s  a s i e n i f i c a n t  r o l e  i n  conta in ine  Communist m a n s i o n  
and maintaining Free World s ecu r i t y .  The United S t a t e s  has a v i t a l  
s e c u r i t y  i n t e r e s t  i n  Turkey's  continuing strong, a c t i v e  membership 
in North A t l an t i c  Trea ty  Organization (NATO) and Cen t r a l  Trea ty  
Organization (CENTO) . It provides important  s t r a t e g i c  f a c i l i t i e s  
t o  t h e  United S t a t e s  and NATO. The p r i n c i p a l  objec t ive  of  U.S. 
m i l i t a r y  and economic a s s i s t ance  i s  t o  he lp  Turkey maintain an ade- 
quate  defense  e f f o r t  and economic development programs which b o l s t e r  
p o l i t i c a l  s t a b i l i t y .  

Since World War I1 t h e  p r i n c i p a l  aim of  Turkish fo re ign  p o l i c y  has  
been t o  s t rengthen  i t s  t i e s  wi th  t h e  European community. To achieve 
t h i s  aim, which t h e  United S t a t e s  supports ,  Turkey's economy must 
be brought nearer  t o  European s tandards  i n  competitiveness, con- 
sumption l e v e l s  and s t a b i l i t y .  

Turkey's domestic p o l i c i e s  i n  t h e  p a s t  decade r e su l t ed  i n  severe  
i n f l a t i o n  and l a r g e  balance-of-payments d e f i c i t s .  During t h e  1958- 
1960 pe r iod  t h e  misuse of  resources  and increasing burden of  f o r e i g n  
deb t ,  l e d  t o  a v i r t u a l  breakdown of t h e  economy, which cont r ibuted  
t o  t h e  May 1960 coup. Turkey now i s  making a vigorous e f f o r t  t o  
mount a sound development program requ i r ing  s t r ingent  domestic 
se l f -he lp  measures a s  we l l  a s  extensive foreign a s s i s t ance .  The 
f a t e  of  t h e  present  c i v i l i a n  government r e s t s  on i t s  a b i l i t y  t o  
show t a n g i b l e  evidence of economic progress.  

Turkey's Five-Year Plan (1962-1967) symbolizes t h e  government's 
determination t o  br ing  about s o c i a l  and economic improvements. The 
po l i cy  dec i s ions  taken  i n  1963 i n d i c a t e  t h e  government's recogni t ion  
of t h e  need t o  fo l low economic p o l i c i e s  t h a t  w i l l  f o s t e r  development 
without  endangering f i n a n c i a l  s t a b i l i t y .  I l l u s t r a t i v e  of  t h e s e  
dec i s ions  a r e  r ecen t  measures t o  reform budgetary and monetary 
p r a c t i c e s ,  t o  improve t a x  enforcement, t o  r a t i o n a l i z e  and reduce 
p r i c e  c o n t r o l s  and subs id ies ,  and t o  modify cont ro ls  on t r ade .  
While t h e  process of ad jus t ing  economic programs t o  resources  must 
be continuous, t h e  improvement a l r eady  evident  provides a reason- 
a b l e  b a s i s  f o r  U.S. support  f o r  Turkish development e f f o r t s .  

The Five-Year Plan was adopted by Parliament in November 1962. It 
proposed t o t a l  investment of  $6.6 b i l l i o n  during t h e  Plan per iod  t o  
achieve s p e c i f i c  s ec to r  t a r g e t s  and y i e l d  an average growth of 7% 
a year over t h e  whole per iod .  Turkey es t imates  i t s  ex t e rna l  a i d  
requirements a t  $1.8 b i l l i o n .  Turkey w i l l  no t  overcome a l l  obs t ac l e s  
t o  t h e  at tainment of Plan goals .  However, it should be poss ib l e  t o  
a t t a i n  a r a t e  of  growth s u f f i c i e n t  t o  permit fu r the r  i nc reases  i n  

;me improvement i n  thk standard of  l i v i n g  d e s p i t e  
wth of t h e  populat ion.  

47 

- 

I PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 5 . 7  4 

,5 3 , ,--Pendm9 

Development l o &  7 5 0 ~  135.3 
i 
d 

PROPOSED PROGRAM 
I 4.7  Develop. Grants 

I ------ D.L. Estimate $ 9 5 -  125 Mi l l ion ----- 
The U.S. s t r a t e g y  i n  this context  i s  t o  support t h e  Turkish Devel- 
opment Plan p r imar i ly  by g iv ing  a s s i s t ance  t o  he lp  meet fo re ign  
-=change requi renents  through t h e  r e c e n t l y  formed Organization 
f o r  Economic Cooperation and Development (OECD) Consortium of  a i d  
donors. Our pos i t i on  i s  t o  jo in  o the r  Consortium members t o  he lp  
Turkey obta in  s u f f i c i e n t  a i d  t o  cover i t s  immediate short-term 
balance-of-payments needs, while using our inf luence  in t h e  Con- 
sort ium t o  s h i f t  f u t u r e  f inancing  t o  a long-term development bas i s .  

I n  order  t o  make t h e  most e f f e c t i v e  use of  t h e  Consortium and t o  
secure appropr ia te  long-term development terms, t h e  United S t a t e s  
w i l l  continue t o  encourage and a s s i s t  Turkey t o  prepare  sound 
investment p r o j e c t s  cons i s t en t  wi th  i t s  Plan. 

The Consortium has undertaken an i n i t i a l  review of  t h e  Turkish 
Plan. A t  i t s  next  meeting, scheduled f o r  May 1963, t h e  conclusions 
of t h i s  review and t h e  implementation measures f o r  1963 w i l l  be 
considered. A more d e t a i l e d  review i s  expected t o  be completed 
t h i s  summer and a subsequent meeting i s  planned. 

U.S. e f f o r t s  w i l l  a l s o  be d i r e c t e d  toward a s s i s t i n g  Turkey t o  
develop and u t i l i z e  i t s  own resources  more e f f ec t ive ly .  I n  addi- 
t i o n  t o  f i n a n c i a l  a s s i s t a n c e  f o r  imports  and surp lus  a g r i c u l t u r a l  
commodities, U.S. programs w i l l  continue t o  provide t e c h n i c a l  
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a s s i s t a n c e  t o  speed improvements i n  a reas  of g rea te s t  importance 
t o  achievement of t h e  Plan 's  economic and s o c i a l  objec t ives .  

Mi l i t a ry  a s s i s t ance  i s  required  t o  he lp  Turkey support US., NATO 
and CENTO agreements and plans.  A p r inc ipa l  purpose of t h e  U.S. 
a s s i s t ance  program i s  t o  enable Turkey t o  assume a l a r g e r  share of 
t h e  cos t  of its defense establishment. 

Current S i tua t ion  

Turkey is r i c h  i n  na tu ra l  resources and has many of t h e  prerequi-  
s i t e s  f o r  subs tan t i a l  economic and s o c i a l  improvement. During t h e  
e a r l y  1 9 5 0 ~ ~  good weather and favorable terms of t r ade  stimulat.ed 
rapid  economic growth desp i t e  misguided economic p o l i c i e s .  In t h e  
l a t e r  1950s) however, growth v i r t u a l l y  ceased, i n f l a t i o n  increased 
and fore ign debts  rose .  A balance-of-payments c r i s i s  ensued which 

, l e d  t o  t h e  S t a b i l i z a t i o n  Agreement of 1958, involving devaluation,  
c o n s o l i d a t i o n  and postponements of debts,  and add i t iona l  a i d  from 
Europe and t h e  United S t a t e s .  At t h e  ou t se t  t h e  Turkish Government 
adhered t o  t h e  terms of t h e  agreement, and some improvement 
resul ted ,  but a s  t h e  regime's p o l i t i c a l  pos i t ion  became uncertain,, 
i t s  s t a b i l i z a t i o n  program weakened. !Phe worsening economic s i t u a -  
t fon ,  couplea with increas ing suppression of c i v i l  l i b e r t i e s ,  l e d  
t o  a m i l i t a r y  coup i n  m y  1960. The m i l i t a r y  government drew up a 
new cons t i tu t ion  and c i v i l i a n  au thor i ty  was r e s to red  a f t e r  t h e  
e l e c t i o n s  of September 1961. 

The m i l i t a r y  government r e j ec ted  t h e  p o l i t i c a l  and economic p o l i -  
c i e s  of i t s  predecessor. It sought t o  s t a b i l i z e  t h e  econoqy, 
improve t h e  balance-of-payments pos i t ion  and br ing about condit ions 
conducive t o  order ly  economic development. The c i v i l i a n  government 
now i n  power is pursuing t h e  same object ives .  

Despite t h e  d i f f i c u l t i e s  experienced i n  t h e  l a s t  decade, the re  is 
evidence of progress.  A s i g n i f i c a n t  increase  i n  a g r i c u l t u r a l  pro- 
duction was achieved i n , t h e  e a r l y  1950s by expanding acreage under 
c u l t i v a t i o n .  Further increases  can now be achieved only by more 
in tens ive  cu l t iva t ion ,  increased i r r i g a t i o n  and use of f e r t i l i z e r .  
I n d u s t r i a l  production increased by more than 70$. The Turkish 
t r anspor t a t ion  network was developed i n t o  one of t h e  bes t  i n  t h e  
Near & s t .  Output of f o r e s t  products more than doubled. Muca- 
t i o n  and hea l th  f a c i l i t i e s  were g r e a t l y  expanded. The number of 
teachers  doubled and school enrollment increased proportionately.  
Turkey can now embark on i t s  Development Plan with t h e  assurance 
t h a t  i t s  economic i n f r a s t r u c t u r e  is reasonably wel l  developed. 

Mobilization of c a p i t a l  and manpower w i l l  r equ i re  continued s t r en -  
uous e f f o r t s .  Sustained economic growth depends on, among o the r  
th ings ,  e f f i c i e n t  government administrat ion,  mobil ization of r e -  
sources and progressive p r i v a t e  management. Turkey has inhe r i t ed  

a cumbersome bureaucracy, a skepticism about change, a d i s t r u s t  
between pr ivate  entrepreneurs and government, and many archaic  
laws which it must remove t o  produce an environment conducive t o  
economic and soc ia l  development. For example, the  mining sec to r  
i s  operating f a r  below capacity because it i s  handicapped by 
inadequate c red i t  f a c i l i t i e s ,  lack  of technical  s k i l l s  and i n t e r -  
ference  by the governinent, which harbors a deep-seated f e a r  of 
p r iva te  exploi ta t ion  of I1public wealth." 

The Turkish Government i s  now ser ious ly  in t e res t ed  i n  r ev i s ing  i t s  
mining l eg i s l a t ion .  I f  t h i s  i s  done, mining can contr ibute  sub- 
s t a n t i a l l y  to economic growth and provide increased fore ign 
exchange earnings. 

Turkey needs t o  exerc ise  caution i n  monetary and f i s c a l  matters.  
Government po l i c i e s  seek t o  prevent a recurrence of i n f l a t i o n .  
A t  present there  a re  no indicat ions  of in f l a t iona ry  pressures;  i n  
f a c t ,  the  econoqy slowed down between 1960 and 1962. The govern- 
ment has taken s t eps  t o  r eac t iva te  t h e  economy i n  the  p a s t  12. 
months. I t  has eased con t ro l s  which serve a s  a d is incent ive  t o  
p r iva te  enterpr ise .  Legis la t ion  f o r  t h e  reorganization of S t a t e  
Enterpr ises  t o  increase t h e i r  e f f i c i ency  and competitiveness has 
been presented t o  Parliament. Public investment has increased,  
p a r t l y  t o  o f f s e t  decl ines  i n  p r iva te  investment. Agr icul tura l  
production in  1962 rose almost 2% over 1961 due mainly t o  good 
weather, thus enabling some increase i n  exports and consumer 
spending. I n d u s t r i a l  production rose approximately 5% i n  1962 a s  
compared to  1961. The 1963 investment program proposes l a rge  
increases  by the  Central  Government i n  the  a g r i c u l t u r a l  s ec to r ,  
which should s t i a u l a t e  production f u r t h e r .  There i s  reason t o  
bel ieve  tha t  i n d u s t r i a l  progress w i l l  continue. Entrepreneurs a r e  
respondingto  changing condit ions and appear t o  be i n t e r e s t e d  i n  
investment f o r  long-term growth. 

FY 1964 Program - 

U.S. ass is tance  orooosed f o r  FY 196L w i l l  f inance imports which . . 
w i l l  maintain current  consumtion l e v e l s ,  and f u l f  ili investment 
requirements ca l led  f o r  by the  Development Plan. &pportiag 

I 

Assistance of $35 mi l l ion  is  recommended Tor FY 1964, a $20 1&Xlfo8? 
decrease from M 1963. Development lending f o r  p ro jee te  and pro- ' 
grams i s  estimated a t  $95-125 million.  U.S. aid ,  when added to 

' 

t h a t  receired from o t h e r  sources, should meet cu r ren t  payments in ' 
excess of earnings, and i n  addi t ion  f inance  c o d b n t s  for pm3- 
ects ana pr0gre.w i n  the Develo~aaent Fhn. Loans w i l l  be made ' 

f o r  such p ro jec t s  a s  r i v e r  basin development, power generation 
and d i s t r ibu t ion ,  and f o r  general imports requfred t o  support the 
Development Plan. A three-year P .L. 480 program of $161 n i l l i o n  
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w a s  s igned i n  February 1963. I t  i s  est imated t h a t  about &Q 
i n  surplus  commodities w i l l  be needed i n  FY 1964; the  

,uu,,t;., ,", p u l t l u l l  is $47.2 mi.11i.c~: 

A Development Grant program of $4.7 mi l l ion  i s  proposed t o  help 
Turkey develop the s k i l l s  and i n s t i t u t i o n s  necessary f o r  i t s  devel- 
opment e f f o r t .  We w i l l  help .the S t a t e  Planning Off ice  and the  
M i n i s t r i e s  improve economic planning and implementation. Since 
educat ional  achievement i s  s t i l l  -'inadequate -- the  l i t e r a c y  r a t e  
i s  only 30% --.we w i l l  continue ts concentrate a s s i s t ance  i n  the  
educat ional  s ec to r ,  p a r t i c u l a r l y  on vocational  and profess ional  
t r a in ing .  I n  ag r i cu l tu re  the  g rea t  need i s  to r a i s e  the  produc- 
t i v i t y  of l and  a l ready under c u l t i v a t i o n .  Therefore, we w i l l  con- 
t i n u e  t o  f inance  t echn ica l  s e rv i ces  i n  the  u t i l i z a t i o n  of land and 
water resources .  Over the  years ,  Turkey's fo re s t  resources have 
been seriously depleted. .S. - a a a i a  --- -A L ~ L L L ~ ;  ----  "..- 1 1 d 5  i ~ i i t r i b i i t ~ d  t o  

improved f o r e s t  husbandry and these  e f f o r t s  w i l l  continue. I n  
i n d u s t r i a l  development primary a t t e n t i o n  i s  focused on export  
i n d u s t r i e s  a s  a means of easing the  balance-of-payments problem. 
We a re  he lp ing t o  improve management p rac t i ces  i n  p r i v a t e  enter-  
p r i s e  and state-owned indust ry  and a r e  a s s i s t i n g  the  labor  union 
movement t o  develop soundly. 

FY 1964 A .I .D .  PROPOSED PROGRAM 

(I,, *L::lu.*" ur 2u::,& " 1 
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  95 .& - 10.0 75.0 125.0 
Power and Communication - 31.6 
Indust ry  and Mining - 9 .3  
Transportat ion 10.0 - 
Development Programs - 31.8 
Other A c t i v i t i e s  - 2.3  

Development Grants - Tota l  5 .O 5.2 4.7 

Food and Agriculture 1 . 0  1 .2  1 .3  
Indust ry  and Mining 0.8 0 .6  0.5 
Education 1 . 0  0.7 0.8 
Publ ic  Administration 0.8 0.6 0.9 
Other 2 .1  2 .1  1 . 2  

Deobligations During FY 1962 -0.7 XX XX 

Supportina Assistance - Tota l  
Non-Project 
ProJect  

Deobligations During FY 1962 -10.7 xx xx 

Other U .S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 102.0 36.1 k7'. 21 
(Sales  Agreements ) (127.5) (45.1) (59.0) 

Mil i t a ry  Assistance Program 179.3 167.9 183.3 



Turkey 
U . S .  FOREIGN ASSISTANCE - O B L I G A T I O N S  AND LOAN AUTHORIZATIONS 

( M ~ l l i o n s  o f  D o l l a r s )  
- -- - - - - - - - - - 

L  Y E A R S  

1 9 5 7  -- 

86.3 - 
61.2 
25.1 

-. 

57.7 
TT 

25.0 

3.2 

5b.5 

28.5 

27.8 - 
27.8 

(58.6) 

0.7 

0.1 

-- - 

152.L - 
152.h 

152.L 
(1.5) 

.- 

238.7 

210.1 
28.6 

T O T A L  

1,579.5 

1,032.9 
576.6 

P R O G R A M  - 
1 9 4 6 - 4 8  1 1 9 4 9 - 5 2  - 

I 

............... ................ 225.1 ECONCUIC - TOTAL.. ... - 
GRANTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  k o . 1  
L O A N S  .................................... 1 L L I ~ ~  1 85.0 - -  

.. . . . . .  AGENCY FOR INTERNATIONAL DEVELOPMENT - TOTAL 
G r a n t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  85.0 

TECHNICAL COOPERATION/DEVELOPMENT GRANTS.. . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  DEVELOPMENT LOANS I - I  - 
OTHER A. 1 . 0 . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .....I - 1 221.8 

FOOD FOR PEACE ( P L  Y 8 0 )  - T O T A L . . . .  . . . . . . . . . . . . . . . .  I - I - 
.... . . . . .  T I T L E  I - PLANNED FOR GRANTS AND LOANS.. 

. . . . . . . . . . . . . . .  1 0 4 c  . G r a n t s  far  Common Defense  - 
104d  . G r a n t s  f rom T r i a n g u l a r  T r o n r a e t ~ a n r . .  . . .  - 

. . . . . . .  1 0 4 r  . G r o n t r  f o r  Economic D e v e l o p m e n t . .  - 
. . . . . . . . . . . . . . .  l o h e  . L o a n s  t o  P r i v a t e  I n d u s t r y  - 

104g  . Loans t o  G a v e r n m e n t r . .  . . . . . . . . . . . . . . . . .  - 
( T o t a l  Sa lem A g r e e m e n t s ) .  . . . . . . . . . . . . . . . . . . . . . .  .( ( )  I (-) 

T I T L E  I 1  - EMERGENCY R E L I E F  . . . . . . . . . . . . . . . . . . . . . .  1 - 1  - 
. . . . . . . . . .  T I T L E  I I  I  - VOLUNTARY R E L l  EF AGENCI € 5 . .  I - I  

. . . . . . . . . . . . . . . . . . .  T I T L E  I V  - W L L A R  C R F D I T  SALES I - I  - 

OTHER U.S. ECONOMIC PROGRAMS . . ..................... 12.2 
--- 

.......................... 1ILITARY - TOTAL.. ........I - 68.8 1 - 2%k 

... . M I L I T A R Y  A S S I S T A N C E  P R O G R A M  - M A P  ( C h g .  t o  A D D . )  1L6.1 
( A d d i t i o n a l  G r m  t s  f r o m  E x c e s s  S t o c k s ) .  . I  (1) I (2l.b) 

........................ O T H E R  M I L I T A R Y  A S S I S T A N C E  .: 1 68.8 1 
TOTAL ECONOMIC AND MIL ITARY. . . . . .  .................... 113.3 L61.0 - 

FOREIGN ASSISTANCE ACT PROGRAM ..................... 
OTHER ASSISTANCE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  113.3 
-- 

OTHER A S S I S T A N C E  AND REPAYMENTS 

I ASSISTANCE FROM INTERNATIONAL AGENCIES 
FY 1961 FY 1962 FY -- 1946-62 I S I N O - S O V I E T  BLOC ASSISTANCE LOAN DOLLAR REPAYMENTS AND INTEREST 

M 1961 ir 1962 FY 1946-62 - -- 
A.I .D.  and PL L80 Loans 6.5 
&-In. Bank ( ~ o n g  Term) 1.5 0.8 L1.3 

Other Covement Loans 0.1 0.6 13.6 

1 1 9 6 1  i C a l e n d a r  Y e a r ) .  . . . . . . . . . . . . . . . . . . . . . . . . .  - IBRD . World Bank . . . . .  - - 60.7 
UN Tech. Ass't. (CY) . . .  0.7 0.6 5.7 
UN Special Fund . . . . . .  0.6 2.6 

1 1 9 6 2  ! C a l e n d a r  Y e a r ) .  . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

Less than 550,WO. 
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BASIC DATA 

Population (millions - 1962). ....... 27.3 Life Expectancy (years) . . . . . . .  40 
Annual Growth (percent) ........ 2.5 

People per Doc tor . .  . . . . . . . . . .  2,800 
Area (1000 sq. mi.) ............... 3% 

Pop. Density per sq. mi. ........ 7'I.d Literacy Rate - % ............ 25 
Agricultural Land 

Percent  of Total  Area.. .......... 3 P u p i l s  a s  I of Pop. .......... l.2 
Acres per Capita  ............... 0.2 (Primary & Secondary) 

1,800 people per square mile of productive land. 

UAR (Egypt) - GROWTH TRENDS 
150-  -- I I,"d,, "ulbnll 

INTERNATIONAL TRADE (S millions) 
To ta l  Exports (f.0.b.). ............ 

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

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

GOLD & FOREIGN EXCHANGE.. .... 
(end of year - S millions) 

COST O F  LIMNG INDEX (1958'100). . 
(Cairo) 

Calendar Years 
1961 1 9 6 2 E s t .  1960 - - 

GRORTH INDlC,4TORS 

rota1 GNP (in 1961 prices; d millions)* ...................... 
Per  Capita  GYP (dollars) ...................................... 

nvestment a s  percent of GNP ................................... 
) o m e s t i ~  SavinRs a s  % of Investment .......................... 
Vet Foreign Balance a s  nE of GNP ............................... 
l e n b a l  Gov't Domestic Revenues as  % of GYP .............. 

4 ~ i c u l t u r a l  Prod. Index (1952-54300) ......................... 
Index per Capita  ................................................. 
Wheat (1,000 MT) ....................... 

Cotton Yarn Prod. (1,000 M T )  ............. 
ZENTRAL GOVERWEYT FINANCES*(A.I.D. Est. ) 

(FY ending June 30) 

4 Total Expenditures ................................................. 
(Defen re Expenditur J s j  ........ --"..- ................ 
(Caprtal Outlays) .  ....................................... 

Total Domestic Revenues ......................................... 

Deficit or Surplus ............................................... 

Calendar Years 
1959 - - 196 1 1%0 - 1962 Est .  

3,370 
123 

19 
62 
7 

28 

13 2 
107 

1,510 

116 

- Million Dollar Equivalents - 

Converted a t  @.30 per pound. 
Includes capi tal  outlay of government enterprises financed by foreign and 
domestic borrowing; but does not include enterprise cap i ta l  outlay financed from 
own earnings. The general government cap i ta l  outlay i s  ( $  millions): FY 1961, 
$96; FY 1962, FY 1963, $157. 

I I Country Progress 

In  mid-1960 the United Arab Republic (UAR) began i t s  f i r s t  o v e r a l l  economic dwel-  
opment plan aimed a t  doubling national income by l w 0 .  Total development expendi- 
tures of $4.5 bi l l ion f o r  the f i r s t  f ive  years a r e  t o  provide a 7.5% growth rate ,  
with industry replacing agricul ture as the  most important contributor t o  Gross 
National Product (GNP).  

While achievements to date  have been notable, they have fa l l en  short of planned 
goals. Over recent years the  annual growth i n  GNP averaged 5% while population 
growth averaged 2.5s. Despite a crop f a i l u r e  i n  1961, GNP grew f a s t e r  than popu- 
l a t ion  a s  transportation, construction, power, and indus t r ia l  output rose rapidly. 
The r a t e  of investment during the f i r s t  two years of the plan lagged 30% behind 
anticipated levels.  Continued high development expenditures a re  expected i n  the  
remining three years of the plan, but these w i l l  not reach projected goals. 



Country: UNITED ARAB REPUBLIC ( u A R )  

U.S. Obiectives and Strategy 

I Shadmd areas arm SECURITY CLASSIFIED and 
must not ba d ivv l rd  to unauthorized hdi- 
viduml~. All o h r  nutmrial b uncIusMd. I 

btbe c.$, i j t , j ~ ~ $ j ~ t t  $3 9 &&le arc? n e z t x ?  r_hli_+& 4rah R q m h 1 . l ~  
' 

j(UARf &menabla t o  Weatern influence as the beat gwranteet of sb-  ' 
brilitr  3.a the Near &st and the sltrv5.d of the stmtller s%ates in  , 
;the area, including Israel,  Rising pressure on resources  from a 
r ap id ly  growing population and t h e  need t o  improve l i v i n g  s tand-  
ards ,  fo rces  t h e  UAR t o  encourage a g r i c u l t u r a l  and i n d u s t r i a l  
growth. Without Western support of its development prograta, tb  

xatild tend t o  re ly  more heavi ly  on Soviet bloc assistance and 
make p o l i t i c a l  concessions dekrimental t o  U.S. security ZZICereets. 
To ach%eve Lhase objectives, the United States w i l l  continue t o l  

encourage UAR Imams t o :  {a) concentrate on domastfLc pvoblepns; 
rand fb) t t ; e ~ @ ? ~ .  the%?? stand on fortsign policy qwstions wthPeh are 
/of infxwsst t o  the UnLted States.  I 

I t s  geographical  l oca t ion ,  l a rge  population,  l eve l  of development, 
c u l t u r a l  t i e s ,  and i t s  program t o  improve t h e  condit ions of t h e  

The UAR has adopted a pol icy  of planning fo r  development and has 
d ra f t ed  a general  plan, but has committed i t s e l f  t o  goals  f a r  i n  
excess of i t s  resources  and i t s  capacity t o  manage e f f ec t ive ly .  
It has o f f e red  loans  t o  underdeveloped countries which represent  
a p o t e n t i a l  d ra in  on i t s  resources.  Nationalization and seques- 
t r a t i o n  measures introduced t o  r i d  t h e  country of foreign in f lu -  
ence and s top  c a p i t a l  f l i g h t  hinder i t s  development program. To 
finance i t s  program, t h e  UAR contracted heavy shor t  and medium- 
term debts  which a r e  proving d i f f i c u l t  t o  service.  

We bel ieve  t h e  UAR leaders  a r e  more pragmatic than  doc t r ina i r e  
and can be influenced t o  modify "Arab SocialismTt t o  achieve t h e i r  
development goals.  U.S. s t r a t egy  i s  t o  encourage the  UAR t o  i m -  
prove resource  management, ad jus t  i t s  development programming t o  
f i n a n c i a l  a v a i l a b i l i t i e s ,  and approach i t s  European c red i to r s  f o r  
debt ref inancing.  We w i l l  a l s o  urge European c r e d i t o r s ,  through 
t h e  Development Assistance Committee (DAC) and t h e  In t e rna t iona l  
Bank f o r  Reconstruction and Development ( IBRD) , t o  ref inance  UAR 
loans.  

( PRIOR and CURRENT PROGRAMS 
I {Mll!inn: o! I)cl!crs) 
I 1 2.29 Develoo. Grants - 

Develop. Loans 
20 o 42.2 

, - 
1 

Development Loons 41 0 i ~ /  
f 54.0 

I 'h$30.6 Millton opproved as of Feb 28 

PROPOSED PROGRAM 

FY 1964 

U.S. strategy nfl l  depefi'n on &w&he& *kct'%3t &oSt*t̂  t a  take 
steps which meet our p o l f t i c a l  and economic objectives. The 
multi-year P. L. 480 agreement sja;ned i n  P31 f 963 and €he require- 
ments for cantiming Developmnt Grant projects set the lewils 
for  these program f o r  the nex% two to three years. Flowever, the 
volume of development fending w i l l  depend on UAR economic pw- 
;formance and on developments 4n the p o l i t i c a l  situation as they 
9f fec t  U.S. national security interest6 in t he  area. 

Current S i tua t ion  

The pressure of a r ap id ly  growing population on scarce resources 
i s  t he  major economic problem of the UAR. Over 27 mi l l ion  people 
depend on l e s s  than s i x  mi l l ion  ac re s  of cu l t i va t ed  land,  about 
one-f i f th  of an acre  per person. Increases i n  a rab le  land have 
been i n s i g n i f i c a n t  and per capit,a ag r i cu l tu ra l  output  has lagged. 
As population and food consumption l e v e l s  r i s e ,  t h e  UAR w i l l  be- 
come increas ingly  dependent upon fooci imports. While completion 
of t h e  Aswan Dam by 1970 w i l l  increase  t h e  cu l t i vab le  area  by two 
t o  th ree  mi l l ion  ac re s ,  the  bene f i c i a l  e f f e c t s  w i l l  have been r e -  
duced i n  p a r t  by add i t iona l  popula t i sn  increases .  

Recent economic progress has been notable and r e f l e c t s  t he  Govern- 
ment's e f f o r t s  over the  pas t  e igh t  years t o  mobillze resources f o r  
economic development. In F'Y 1961 Gross National Product (GNP) 



Country, UNITED ARAB REPUBLIC (uAR) 
rnurt not bm divulgmd to unauthorixad indk 

r o s e  almost 6% and per cap i t a  consumption r o s e  4.5%. Despite a 
s e r ious  crop f a i l u r e ,  GNP increased 3% i n  FY 1962 and per  c a p i t a  
consumption about 4.5%. Public and p r iva t e  investment out lays  
during FY 1 961 -1 962 rose ,  although they were 30% shor t  of plan 
t a r g e t s .  Domestic savings declined from 16% of GNP i n  FY 1960 t o  
13% i n  FY 1962. These dec l ines ,  s o l e l y  i n  t h e  p r iva t e  sec to r ,  r e -  
f l e c t  t h e  impact of the  UAR government's na t iona l i za t ion  p o l i c i e s  
which encourage consumption dnd discourage savings.  

High development out lays  caused a d ra in  on fore ign  exchange r e -  
serves .  The situation was aggravated fu r the r  i n  1961 by sharp 
decl ines  i n  a g r i c u l t u r e  -- cotton production declined 30% and 
corn 15% t o  20%. Export earnings f e l l  sharply and import r e -  
quirements jumped. To a l l e v i a t e  t h e  impact of crop f a i l u r e ,  t he  
U.S. P.L. 480, T i t l e  I program was increased from $80 mi l l ion  i n  
FY 1961 t o  $1 66 mi l l i on  i n  FY 1962, wi th  an add i t iona l  $29 mi l l i on  
of emergency a s s i s t ance  provided through T i t l e  11. By e a r l y  1962, 
fore ign  r e se rve  holdings declined t o  a c r i t i c a l  l e v e l  and the  UAR 
was forced t o  take  s t e p s  t o  h a l t  fu r the r  decl ines .  

In  May 1962, t h e  UAR agreed wi th  t h e  In t e rna t iona l  Monetary Fund 
(IMF) on a s t a b i l i z a t i o n  program involving s t r ingen t  c r e d i t  ccn- 
t r o l s  and l i b e r a l i z a t i o n  of exchange c o n t 1 . d ~ .  The UAR est imated 
it needed $130 mi l l i on  of s t a b i l i z a t i o n  funds t o  implement t h e  
program. The IMF extended maximum drawing r ig r l t s  of $42.5 mi l l i on ,  
snd the  UAR turned t o  the  United S t a t e s  f o r  fu r the r  f i n a n c l a l  
a s s i s t ance .  The United S t a t e s  approved a s t a b i l i z a t i o n  loan of 
$20 mi l l i on  immediately. To induce t h e  UAR t o  seek f inancing 
from Western European sources,  t h e  United S t a t e s  indica ted  t h a t  
an add i t iona l  $10 mi l l i on  loan would be considered on a do l l a r -  
for -dol lar  matching b a s i s  aga ins t  new UAR borrowings from Western 
na t ions  i n  excess of $20 mill ion.  The UAR negot ia ted  loans  of 
$30 mi l l i on  wi th  t h e  U.K. and West Germany and, i n  September 1962, 
t h e  United S t a t e s  approved t h e  $10 mi l l ion  c r e d i t .  The UAR i s  now 
nego t i a t ing  wi th  I t a l y  f o r  another $10 mi l l ion  loan.  Tota l  as-  
s i s t ance  from a l l  sources i s  expected t o  reach $1 12.5 mi l l ion .  

Despite r e s t r i c t i v e  bank c r e d i t  p o l i c i e s ,  s u b s t a n t i a l  f i n a n c i a l  
a s s i s t ance ,  and improved a g r i c u l t u r a l  output ,  t h e  UAR cnntinues t o  
have balance-of-payments d i f f i c u l t i e s .  In 1962 t h e  current  ac-  
count d e f i c i t  r o s e  t o  $240 mi l l i on ,  compared wi th  $175 mill.ion 
the  year before.  Reserves declined t o  $304 mi l l i on ,  which equals 
about four  and one-half months of imports. While a major p a r t  of 
t h e  d e f i c i t  i s  financed by t h e  supply of surplus  a g r i c u l t u r a l  com- 
modities under t h e  P.L. 480 program, repayments of  sho r t  and 
medium-term c a p i t a l  t o  other Western na t ions  a r e  est imated t o  
have increased from about $65 mi l l ion  
$105 mi l l i on  i n  1962 and a r e  expected 
in 1963. 

1 961 t o  approximately 
reach almost $1 40 mi l l ion  

I f  t h e  TJAR economy i s  t o  continue t o  grow, t h e  government v i l l  
have t o  undertake new measures t o  a l l e v i a t e  t h e  pressure on t h e  
balance of payments and maximize the  use of resources.  It must 
approach i ts European c r e d i t o r s  t o  ref inance  outstanding debts  
on longer terms. It must hold development programming t o  manage- 
ab le  ~ r o ~ o r t i o n s .  r e s t r i c t  consum~t ion increases  and encouraee . . 
savings.  An I& team recently vis i ted  t h e  UBR t o  evaluate ;he 
devefoparlernt plan and determine what assistance the Bank might give. 
The team diaoustsed these problems with UAR a u t h o r i t i e s  and i ts  
reporf 58 mpacted t o  identify the need foor fmprovement along 
t h e  lines described. 

The major p a r t  of t h e  U.S. a s s i s t ance  program t o  t h e  UAR w i l l  
continue t o  be through t h e  Food for  Peace program which provides 
surplus  a g r i c u l t u r a l  comnodi,,ies t o  meet t h e  country ' s  food i m -  
por t  needs. This w i l l  enable the  UAR t o  use i t s  own fore ign ex- 
c h n g e  earnings for  t h e  development program. Recently a three-  
year T i t l e  I ,agreement was signed wi th  the  UAR t o  supply about 
$390 mill ion of surplus  a g r i c u l t u r a l  commodities, mostly wheat, 
over t h e  three-year period,  FY 1963-1 965. The T i t l e .  I11 program, 
t o  provide a s s i s t ance  t o  needy people through voluntary agencies,  
w i l l  be continued i n  FY 1964, but  a t  a  somewhat lower l eve l .  
This reduction i s  expected t o  r e s u l t  from a dec l ine  in  the  number 
of r e c i p i e n t s  and a s h i f t  i n  r e s p o n s i b i l i t y  fo r  pa r t  of t h e  pro- 
gram t o  the UAR Government. 

The Development Grant program proposed f o r  FY 1964 i s  $2.2 m i l -  
l i o n .  Although t h e  UAR has many well- trained people, it contin- 
ues t o  need c e r t a i n  types  of t echn ica l  expe r t i s e ,  and it i s  an- 
t i c i p a t e d  t h a t  these  needs and the  requirements f o r  t r a i n i n g  a t  
a l l  l e v e l s  i n  a g r i c u l t u r a l  and t echn ica l  s k i l l s  w i l l  continue 
t o  expand. The IT 1964 funds w i l l  be used t o  continue p r o j e c t s  
begun i n  p r io r  years  f o r  land reciamation and r e se t t l emen t ,  t h e  
development of water resources ,  a s  wel l  a s  a s s i s t ance  and advice 
i n  economic planning, publ ic  adminis t ra t ion  and i n d u s t r i a l  man- 
agement. Other p ro jec t s  support t he  improvement of UAR t r a i n i n g  
f a c i l i t i e s  i n  a g r i c u l t u r e ,  indus t ry ,  and telecommunications. 

CONFIDENTIAL 
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Country: UNITED ARPIB REPUBLIC ([JAR)  

Bs of' June 30, 1~61, Fkee Warld sources,  excluding t h e  United 
S t a t e s ,  had extended t o  t h e  UAR $567 mi l l ion  of loans  and c r e d i t s ,  
?nnc+!v C?T! p h n ~ . +  931 m 4 i n m - t e ~ m e -  S n v l ~ +  h l v  c ? ? b r o ~ i r  a i d  amdunted 
bo $62.5 mil l ion  f o r  t he  sane per iod ,  No new bloc agreements have 
been signed s ince  t h a t  time, but European sources provided another 
jOb37.5 mi l l i on  of loans  a s  well  a s  add i t iona l  commercial c r e d i t s  i n  
FY 7962, and $30 t o  $,$O mil l ion  of' s t a b i l i z a t i o n  loans  iq FY 1963, 

FY 1964 A . I . D .  PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total  
Pnwer 2nd Commmication 
Indust ry  and Mining 
Other A c t i v i t i e s  

Development Grants - Tota l  
Food and Agri'culture 
Indust ry  and Mining 
Transportat ion 
Public Administration 
Other 

Deobligations During FY 1962 -0.3 xx xx 

Supporting Assistance - Tota l  
Non-Project 

Other U. S. Assistance 
Food f o r  Peace, T i t l e s  I & I V :  

Country Uses 132.6 93.1 
( S a l e s  Agreements) (165.8) (103.5) 



U A R (Egypt) 
U . S .  F O R E I G N  A S S I S T A N C E  - 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 N S  

( M i l l i o n s  o f  D o l l a r s )  

PROGRAM 
.- 1 9 4 6  -48 

ICONOMlC - T O T A L . . . . . .  ............................... 

AQEMCY FOR IMTERMATIOMAL DEVELOPYEMT - TOTAL ....... - 
G r a n t s  . - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  L a m s  - I - 
. . . . . . . .  TECHNICAL COOPERATION/ DCVkLOPMENT GRANTS. - I 

DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 
OTHER A . 1 . D  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 

FOOD FOR PEACE ( P L  Y 8 0 )  - TOTAL .................... I 
T I T L E  I - PLANNED FOR GRANTS AND LOANS.. . . . . . . . .  I - 

. . . . . . . . . . . . . . . . . . . . . . . . . .  (Tota l  Saler A g r e e r c n t r )  1 ( - )  

. . . . . . . . . . .  l o b e  - G r a n t .  f o r  Common D e f e n s e . .  
. . .  f o l d  - G r a n t s  from T r r m g u l a r  T r m r a c t i o n r . .  

. . . . . .  f a b e  - G r a n t s  f o r  Economic  D e v e l o p m e n t  1 . .  
. . . . . . . . . . . . .  l a b e  - Loons t o  P r t v o t e  I n d u s t r y . .  

. . . . . . . . . . . . . . . . .  1Obg - Loons t o  G o v e r n . e n t r . .  

T I T L E  I l  - EMERGENCY R E L I E F . .  . . . . . . . . . . . . . . . . . . . .  I - 

- 
- - - 

T I T L E  I l l  - VOLUNTARY R E L I E F  AGENCIES . . . . . . . . . . . .  I - 
T I T L E  I V  - DOLLAR CREDIT SALES. . . . . . . . . . . . . . . . . . .  I - 

EXPORT- IMPORT BARK LONG-TERM LOANS.. . . . . . . . . . . . .  ...I 7.1 

OTNER U.S. ECOHOMlC PROGRAMS . . . . . . . . . .  . . . . . . . . . . . . . I  11.0 -- - - - - - - -- --  - -- 

-- 
"O "I:; 

.- 
J . S .  F I S  

1 9 5 6  

32.9 - 
19.8 
13.1 

2.) 
2.3 

2.L 

-0.1 

30.6 

13 .1  - 

13.1 

(19 .1 )  

17.5 

L Y E A R S  

7 

O T H E R  A S S 1  S T A N C E  A N D  R E P A Y M E N T S  - 

ASSISTANCE FROM INTERNATIONAL AGENCIES S I N O - S O V I E T  BLOC ASSISTANCE I I LOAN DOLLAR REPAYMENTS AND INTEREST 

FY 1962 FY 1946-62 

. . . . . . . . . . . . . . . . . . . . . . .  
IBRD . World Bank . . . . . .  1961 [ C a l e n d a r  Y e a r ) . .  - 56.5 

17.9 A.I.D.andPLL8OLoans - 
. . .  UN Tech. Ass't .  (CY) 0 .9  0 .8  1 9 6 2  l t a l e n d a r ~ e a r l  ~ W . L  . . . . . . . . . . . . . . . . . . . . . . . . . .  I I Ek-lm. Bank (Long Term) 1.2 . . . . . .  2.5 12.7 

UN Special  Fmd h.L 
C u m u l a t i v e  t h r u  1 9 6 2  . . . . . . . . . . . . . . . . . . . . . . . . . .  715.5 Other Government Loans 10.7 

r Less than $50,000. 54 
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Yemen 

Yemen- BASIC ECONOMIC DATA 

( Population 4.0 mil. ( / K/- 
Area (sqmi.) 75,000 ETHIOPIA 

Annual Population Growth .......... n.a. Agricultural Land 
Gross National Product (1961)* n.a. Percent of Area ...................... n.a. 

Total ($ Million) ................ 360 Acree per Capita ..................... n.a. 
......................... Per Capita GNP (Dollars) ......... 90 Literacy Rate 259 

. . .  . Pupils  % of Pop. (Primary/Secondary) 10: 
Life Expectancy (years) ................ 30-40 
People per Doctor ..................... 125,000 

AGFUCULTURAL PROD. INDEX (1952-54=100) 
Per Capita I n d e x . .  ........................ 

(Not Available) 

INTERNATIONAL TRADE (S  Million) 
Total Exports (f.0.b.) ...................... 
Total Imports (c.i.f.) ...................... 

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

* Converted a t  1.35 r iyals  per U.S. dol lar .  

Country Background 

For centuries Yemen isolated i t s e l f  from the world beyond the Arabian peak of some 1,200 i n  1960, dropping t o  about 150 i n  1961. Since the  rew-  
Peninsula and existed under conditions which appeared t o  be as primitive lut ion i n  September 1962, the number of Russian personnel has r isen t o  
a s  had prevailed during b ib l ica l  times. However, increasing contact with about 450. 
the  outside world i n  recent years -- there a r e  an estimated 600 Yemenis 
now studying abroad -- generated an ever-increasing dissat isfact ion with 
internal  economic and soc ia l  conditions. In September 1962 Yemen's theo- 
c r a t i c  absolute monarchy, which had held the peoples of Yemen i n  a v i r tua l  
s t a t e  of bondage, was overthrovn by a revolutionary group which established 
the  Yemen Arab Republic and pledged i t s e l f  t o  work f o r  the improvement of 
conditions f o r  a l l  Yemenis. However, harassment by forces of the deposed 
Imam, aided by Saudi anus and finances and Jordanian mil i tary advisors, has 
forced the  new government t o  concentrate on self-preservation. The United 
Arab Republic (uAR) swif t ly  responded t o  the  Republic's request f o r  m i l i -  
t a ry  assistance and has provided some 17,000 troops t o  ase i s t  i n  quelling 
the  counterrevolution. 

Beginning i n  1956, Russia and China moved in to  Yemen .with a road and port 
development program total ing some $44 million, plus assistance for  mil i tary 
purposes. By comparison, the U.S. program since 1959 has totaled about $28 
million. During the construction phase, bloc personnel i n  Yemen reached a 



Country: YEMEN 

Shadad araas m SECURITY CLASSIFIED and 
must not ba dirulgad to unauthorixad Indb 

viduals. All othar nlakrial is unclassHIad. 

U. S. Objectives and S t r a t e m  

h'h- Ue(S- ~ r n i - ~ t - n v f ~ p t - d  SUDFQ-+~?_P h c @ 5 ~ + o n p a  y n r n m  in 
Femn was i n s t i t u t e d  th ree  fears ago a f t e r  t h e  Soviet  bloc and Red 
China o f f e red  economic and mi l i t a ry  a i d  t o  t h a t  s t r a t e g i c a l l y  l o -  
ha t ed  Kingdom. The objec t ive  of t he  program is t o  deny control. of 
ithe area t o  fo rces  in imical  t o  the  West by providing an a l t e r n a t i v e  
Po complete Yemeni dependence on Soviet  and Chinese aiLd and t o  de- 
w d o p  working r e l a t ionsh ips  wi th  Yemenis who a re ,  or are l i k e l y  t o '  
'be, i n  p o s i t i o n s  of au tho r i ty  and who can contribute t o  t h e  devel- 
opment of pro-West a t t i t u d e s .  U.S. recognftion o f  the newly craa- 
Led Yemen Arab Republic has helped advance this objec t ive .  Them 
$7 arr y e t  no firm evidence t h a t  U.S. par tScigat ion  i n  any a c t i v i t y  
pdd i t ive  t o  our present program uou2d. make a pos i t i ve  contxibution 
,to attaining our objec t lve .  However, i f  condit ions improve, it 
b y  be d e s i r a b l e  t o  lmdertake, under &pporting A~ssftsta;lce, s o m  
:technical  a s s i s t a n c e  a c t i v i t y  during FT 1961t directed t o  i n a t i t u -  
k ion  buLldSng i n  addrttion t o  ongalng construction pt.ojeols which 
&re  a q e c t e d  t o  be completed wi th in  t h e  next 18 months, 

Current S i t m t i o n  

Despite Russian, Communist Chinese, and U.S. ass is tance  on roads 
and po r t  f a c i l i t i e s ,  t h e  country s t i l l  l acks  p r a c t i c a l l y  a l l  pre- 
r e q u i s i t e s  fo r  s o c i a l  and economic development. Spec i f i ca l ly ,  it 
lacks  t r a i n e d  workers, educational  i n s t i t u t i o n s ,  and other i n f r a -  
s t r u c t u r e ,  e f f e c t i v e  government organization and a  workable t a x  
system. About 90% of i t s  people a re  engaged in subs is tence  ag r i -  
cu l tu re .  Only small i ndus t r i e s  of t h e  most primitive s o r t  e x i s t .  
Yemen's p r i n c i p a l  hope fo r  development r e s t s  in i t s  f e r t i l e  land 
and r e l a t i v e l y  good r a i n f a l l .  Except fo r  s a l t  depos i t s ,  explor-  
a t i o n  has revealed  no subs t an t i a l  mineral sources. 

The $6 mi l l i on  request,ed f o r  t h e  FY 1964 program w i l l  finance 
continuing cons t ruc t ion  and t r a i n i n g  a c t i v i t i e s ,  i . e . ,  bui ld ing  
250 miles of gravel  surface road; constructing t h e  Taiz water 
system and completing engineering on the  Sanaa water system, 
car ry ing on r u r a l  i r r i g a t i o n  works and maintaining the  p a r t i c i p a n t  
t r a i n i n g  a c t i v i t y  a t  i t s  present  l eve l  of 35-40 s tudents .  

The coup i n  September 1962 and the  r e s u l t i n g  in t e rna l  s t r i f e  
slowed down const ruc t ion  a c t i v i t i e s .  Both the  road p ro jec t  and 
t h e  Taiz water system, o r i g i n a l l y  scheduled for completion i n  
J u ~ e  1964, a r e  now expected t o  be completed in June 1965. The 
r u r a l  water development p ro jec t  w i l l  continue t o  explore the  most 

I 
I PRIOR and CURRENT PROGRAMS 

(Millions of Dollars\ 

I I 9~xcl. deobligolions of $0.4 Million 

I PROPOSED PROGRAM 

e f fec t ive  methods of u t i l i z i n g  suppl ies  of underground and sur-  
face water under condit ions which e x i s t  i n  Yemen. 

FY 1964 A.  I. D. PROPOSED PROGRAM 

(1n mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated h o ~ o s e d  

Supporting Assistance - Tota l  6.7 5.9 6.0 
Projec t  1 .  U Z.Y 0.u  



Shadmd areas m n  SECURITY CLASSIFIED and 
must not be divulged to unauthorlxad lndl. 

Country: YEMEN FINANCIAL DATA viduals. AII other nmkrial IS unclaraled. 

AGENCY FOR INT'L. DFVEIX)FMENT - 'IOT& 4.0 6.7 14.0 
Technical ~ o o p , / ~ e v e l o ~ e n t  Grants . - - - 
Development Loans - - - .................. ....................... Other A . I . D .  4.0 6.7 14.0 

Obligations and Colmnitment s 
(mill ions of do l l a r s  & dol la r  equiv.) 

FOOD FOR PEACE (P .L. @0) - TOTAL I .4 - 8.8 
T i t l e  I, Country Uses - - - .............. 

(Sa les~greements )  ............... (-1 (-1 ( -1 
T i t l e  I1 ........................... 1 - 4  - 8.8 
T l t l e  I11 - - - .......................... 
T i t l e  I V  - - - ........................... 

EX-IM BANK LONGTERM LOANS - - - ........... 

FY 
1961 

OTHER U.S. ECONmIC ASSISTANCE - - - ....... 
I MILITARY ASSISTANCE 

M.A.P. - Grant Aid - - - ................. ......... M.A.P. - Credit  Assistance - - - 
.......... 1 Other Mi l i t a ry  Assistance - - - 

FY 
1962 

ASSISTANCE FROM INT'L. AGENCIES 
UN Tech. A s s ' t .  (CY ending rn FY). .. 0.1 0.2 0.6 1 

FY 
1946-1962 

I SINO-SOVIET BLOC ASSISTANCE ( C Y )  ......- - 
43.7 I 
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Regional Projects ,  0b.j ec t ives  and Efackground 

The Near East and South Asia Regional Projects Program consis ts  
mainly of con~inu ing  ~ e c n n i c a l  assisLance a c ~ i v i ~ i e s  c tmc a r e  more 
e f fec t ive ly  carr ied out on a regional than on a country-by-country 
basis .  Such a c t i v i t i e s  include: t r a in ing  par t ic ipants  from coun- 
t r i e s  within t h i s  region a t  the American University of Beirut (AUB); 
conducting seminars and conferences on agr icu l tu ra l ,  indus t r i a l  and 
labor subjects  f o r  the  benef i t  of high and middle l eve l  technicians 
and .c iv i1  servants;  and providing advisory services on regional ma- 
l a r i a  eradicatiion and municipal water supply projects.  

We have used AUB f a c i l i t i e s  for  t r a in ing  of program par t ic ipants  
since 1951. Since t h a t  date,  1,843 participants have completed 
t r a in ing  i n  f i e l d s  such a s  public health (708), agr icul ture  (3981, 
education (328),  and engineering (1 74). The countries which have 
sent  the g rea tes t  number of these par t ic ipants  t o  AUB a r e  Lebanon 
(482),  Pakistan (308),  Iran (248),  Jordan ( W ) ,  and Afghanistan 
(85).  The extent  t o  which t h i s  program has contributed t o  the  
t ra ined manpower resources of the  Middle East is  demonstrated by 
the  f a c t  t h a t  many AUB graduates hold important posi t ions  i n  var i -  
ous min i s t r i e s  i n  t h e i r  respective countries.  A good example i s  the  
Director General of Education i n  Iran who has played an important 
r o l e  i n  expanding and upgrading education f a c i l i t i e s  i n  that country 
and who, i n  the  spring of 1962, organized a ten-day v i s i t  t o  AUB fo r  
a group of over one hundred Iranian educators. Additional evidence 
t h a t  the  program has been recognized a s  contributing subs tan t i a l ly  
t o  the  development of manpower resources in  the Middle East is  t h a t  
countries such a s  Saudi Arabia and Iraq have sponsored s imilar  pro- 
grams of t h e i r  own a t  AUB i n  an e f f o r t  t o  increase the  supply of 
much-needed s k i l l s .  T h i s p r o j e c t  has made a s ignif icant  contribu- 
t i o n  toward, improving the  cooperative relationships between t ra ined  
technicians and governments i n  Arab lands. It has e f fec t ive ly  
served i n  promoting uni ty  between Arab and Western cultures.  

Seminars and conferences i n  the  f i e l d s  of agr icul ture  and labor 
leadership have been held since FY 1956. These meetings have pro- 
vided an opportunity fo r  government o f f i c i a l s  from the countries of 
the  Near East and South Asia Region t o  exchange views and experi- 
ences on common problems, and t o  learn new approaches from American 
s p e c i a l i s t s .  

FY 1964 A . I . D .  Proposed Program 

The p r inc ipa l  regional project t o  be carr ied oh i n  FY 1964 w i l l  be 
the  t r a in ing  of up t o  630 par t ic ipants  under the continuing contract 
with the  AUB, about the  same number a s  l a s t  year. The number of 
pa r t i c ipan t s  who can be accommodated each year va r ies  with t u i t i o n  
.costs, t h e  expenses of in ternat ional  t r a v e l ,  and the  a v a i l a b i l i t y  
of qua l i f i ed  candidates. We w i l l  a l s o  continue t o  finance the  serv- 
i c e s  of Regional Technical Advisor? i n  the  f i e lds  of par t ic ipant  - - 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

1-0  15 Support.Assist. 

Develop Grants 3 5 ' 3.6 H 1962 

PROPOSED PROGRAM 

t r a in ing ,  malaria eradication, and municipal water supply, and .. . . 

cover the  costs  of a s e r i e s  of conferences, seminars, and t ra in ing  
courses fo r  foreign government o f f i c i a l s  concerned with agr icul ture  
and labor.  

A Development Grant l eve l  of $2.7 mill ion is,proposed fo r  FY 1964. 

FY 1964 A.  I. D. PROPOSED PROGRAM 

( I n  mill ions of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Grants - Total 
Food and Agriculture 
Education 
Other 

Deobligations During FY 1962 

support in^ Assistance - Total 
Non-Project 

Deobligations During FY 1962 

* ~ e s s  than $100,000. 



Country: CENTRAL TREATY ORGANIZATION 

Shadad areas are SECURITY CLASSIFIED and 
must not b. divulg-d lo unauthorixad lndC 
viduals. All other n~alerial is unslarsitlad. 

U S .  Obdectives and S t r a t e m  

U.S. p o l i t i c a l  objectives a r e  t o  advance a sense of community and 
mutuality of i n t e r e s t s  among Central Treaty Organization (CENTO) 
countries, and t o  increase the  appreciation of the  advantages t o  
be derived from collaboration regionally and with the  West. 

Programs financed by the  United S ta tes  a r e  designed t o  promote 
these objectives.  This i s  done through application of the  follow- 
ing guidelines: ( a )  each U.S. -financed project must benefit  two 
or more countries i n  the  region; (b) CENTO projects  must complement 
Agency f o r  Internat ional  Development (A. I .D . ) b i l a t  era1 programs 
and pol ic ies ,  and enhance t h e i r  effectiveness; ( c )  a l l  project pro- 
posals must be studied by specialized multi-country CENT0 groups 
and approved by the  CENTO Economic Committee o r  the  Economic Steer- 
ing Group; and (d)  a l l  future  CENTO c a p i t a l  project  loan proposals, 
t o  be e l i g i b l e  f o r  U.S. consideration, must make a s ignif icant  
regional contribution, have p r i o r i t y  i n  exis t ing national develop- 
ment plans, and be acceptable t o  A.I .D.  f o r  funding on a b i l a t e r a l  
basis .  

In FY 1964, $1.2 million i n  Supporting Assistance grants i s  needed 
as  a f i n a l  contribution f o r  t h e  CENTO Regional Airway System proj- 
ec t .  When completed i n  June 1964, t h i s  project w i l l  provide a 
fully operating, controlled airway navigational system between 
Ankara, Tehran and Karachi, including navigational a ids ,  ground 
communications services and t ra ined operating personnel. It w i l l  
t i e  i n  with t h e  CENTO Microwave Regional Telecommunications System, 
which already has been f u l l y  funded, and which w i l l  be completed a t  
about t h e  same time. 

In addition, a Development Grant Program' of $400,000 i s  required to 
continue the  technica1.assistance program. n e s e  funds w i l l  be 
used t o  provide experts and convene regional conferences t o  con- 
s ider  selected common problems of the  three  countries i n  the  region. 

FY 1964 A.I.D. PROPOSED PROGRAM 

(1n millions of do l la r s )  
FY 1963 M 1964 

FY 1962 Estimated Proposed 

Developnent Grants - Total 0.3 0.4 0.4 
General and Miscellaneous 0.2 0.2 0.3 
Other 0 .1  0.2 0.1 

Supportiw Assistance - Total 
Project 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

Develop. Grants 

2.4 

PROPOSED PROGRAM 
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AFRICA 

Type of Assistance 
(Thousands of Dollorr I 

REPUBLIC OF SWAZILAND 
SOUTH AFRICA 

FY 1964 PROGRAM 

I .- ...- 

TOTAL 408,225 moj 04,525~64,000j 

I In oddition $5 million for the Congo is included in the presentation 
for '"Cmtributions to Intwmtionol Cngonizotions." I 

Q u ~ ~ ~ ~  AFRICAN & MALAGASY STATES OTHER STATES 

Comeroon Dohomey Mouritonio Burundi 
Centml Af. Rep Gobon Niger Togo 
Chad Ivory Coost Rwanda 
Congo (Brazzaville) Mologasy Rep. Senegal 

Upper Vollo 



& Country and Function 

I I n  thousands of  d o l l a r s )  
TOTAL Development b a n s  Development Grants Supporting Assistance Other Progrems 

Actual Fstimate Proposed Actual Estimate Proposed Actual Estimate Proposed Actual Estimate Pmposed Actual Estimate Proposed 
Country FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1963 FY 1964 FY 1962 FY 1563 FY 1964 

Algeria  ........................... 
Congo (Leopoldvil le)  .............. 
% s t  Africa 

Kenya ........................... 
Tansanyiks ...................... 
Uganda .......................... 
Zanzibar ........................ 

h'thiopia .......................... 
Q,ana ............................. 
Cuinea ............................ 
Liberia  ........................... 
Libya ............................. 
kli .............................. 
Morocco ........................... 
Nigeria ........................... 
Wodesia and Nyasalnnd ............ 
S i e r r a  Leone ...................... 
Somali Republic ................... 
Sudan ............................. 
Tunisia ........................... 
African and hhlaaasy Union S t a t e s  

(UAM) and m d i  and ~ o g o  ....... 
Eurundi ......................... 
Cameroon ........................ 
Central  African Republic ........ 
sad ............................ 
Congo (Brazzav i l l e )  ............. 
Ishomey ......................... 
Gabon ........................... 
Ivory Coast ..................... 
13alagasy Republic ............... 
k u r i t a n i a  ...................... 
Niger ........................... 
Rvanda ........................... ......................... Senegal 
Togo ............................ 
Vpper Volta ..................... 

Afro-Mlagasy Organization f o r  
Economic Cooperation ............. 

@ m i s s i o n  f o r  Tech. Cmp. i n  
Africa, South of t h e  Sahara (CCPA) 

Regional .......................... ............ Programning Adjustment 

4 The FY 1962 f igure  includes $38 mi l l ion  f o r  t h e  Ccmwdity Import Program vhich i n  FY 1964 v i l l  be funded fmm Supporting Assistance and t h e  amount i n  FY 1963 i s  shovn f o r  comparability. 
Includes Economic C o d s s i o n  f o r  Africa and Organizatfon f o r  Coop. and Coord. Control of W d c  Diseases. 

4 Funded from In te rna t iona l  Organizations and Prog-. De ta i l s  contained i n  corresponding aec t ions  i n  t h i s  volume under Index Tab " In te rna t iona l  Organizations." 
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AFRICA REGIONAL STATEMENT 
must no' be divulged to unauthorixed indi. 

The fundamental U.S. i n t e r e s t  i n  a i d i n g  Africen n a t i o n s  is  t o  h e l p  
i n  t h e  developmnnt of countries which have both t h e  w i l l  and t h e  
a b i l i t y  t o  determine t h e i r  own d e s t i n i e s  and courses  of  a c t i o n  with-  
ou t  o u t s i d e  domination. T h i s  involves  h e l p i n g  t h e  independent 
c o u n t r i e s  ach ieve  e f f e c t i v e  self-government, economic and s o c i a l  
growth, and an a b i l i t y  t o  be respons ive  t o  t h e  needs and a s p i r a t i o n s  
of  t h e i r  people .  It a l s o  involves  a  concern f o r  t h e i r  a b i l i t y  t o  
h e l p  themse lves  whi le  remaining a s  f r e e  a s  p o s s i b l e  from Sino-Soviet  
b loc  subvers ion ,  domination, o r  c o n t r o l .  I t  thus  f u r t h e r  i n c l u d e s  
a n  o b j e c t i v e  o f  a  reasonable  degree of  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  
w i t h i n  i n d i v i d u a l  c o u n t r i e s  and on t h e  con t inen t  a s  a  whole. 

'There i s  a f u r t h e r  s p e c i f i c  U.S. i n t e r e s t  i n  belng a b l e  t o  main ta in  
[ l i m i t e d  m i l i t a r y  and o t h e r  facilities i n  a few c o u n t r i e s  i n  A f r i c a ,  
and t h e  d e n i a l  of  f a c i l i t i e s  t o  t h e  Sino-Soviet b loc .  The s e c u r i n g  
of t h e  N a t i o n a l  T r e a t y  O r g a n i z a t i o n ' s  (NATO) southern f l a n k  and t h e  
p r o t e c t i o n  of  a i r  and sea  route: t o  c t h n r  n rcos  a r c  l n p o r t a n t  t o  
U.S. security. Therefore ,  a d i r e c t  n a t i o n a l  requirement e x i s t s  for 
m i l i t a r y  and r e l a t e d  i n s t a l l a t i o n s ,  r i g h t s  anc! f a c i l i t i e s  i n  North 
A f r i c a ,  as w e l l  a s  important  c o m u n i c a t i o n  a r t e r i e s  i n  t h e  Horn o f  
Afr ica .  

The fundamental  i n t e r e s t s  of  t h e  United S t a t e s  i n  A f r i c a  a r e  n o t ,  
however, i n t e r e s t s  of t h e  United S t a t e s  a lone .  They a r e  g e n e r a l l y  
shared  by t h e  Free  World and,  e s p e c i a l l y ,  by Western Europe. Thus, 
w h i l e  U.S. i ~ i t e r e s t s  and v t i j ec t ives  i n  A f r i c a  a r e  q u i t e  broad,  and 
apply  t o  a l l  c o u n t r i e s ,  t h e  r o l e  of t h e  United S t a t e s  can be,  and 
should b e ,  more l i m i t e d ,  and may vary s i g n i f i c a n t l y  from count ry  t o  
country.  

The course  of  a c t i o n  t h a t  t h e  independent s t a t e s  o f  A f r i c a  adopt  i n  
t h e i r  e f f o r t s  t o  ach ieve  economic and s o c i a l  improvement i s  of  par-  
t i c u l a r  concern t o  t h e  United S t a t e s  and i t s  d e s i r e  f o r  a  p e a c e f u l  
world community of  f r e e  and independent s t a t e s .  The oppor tun i ty  
now e x i s t s  f o r  t h e  more economically advanced Free World n a t i o n s  
t o  i n f l u e n c e  t h e  development o f  p o l i t i c a l  i n s t i t u t i o n s  and a t t i -  
t u d e s  and t h e  es tab l i shment  of  sound economic and s o c i a l  s t r u c t u r e s  
i n  t h e  newly developing c o u n t r i e s .  F a i l u r e  t o  recognize  t h i s  op- 
p o r t u n i t y  and t o  a c t  now may have a  profound e f f e c t  on world a f -  
f a i r s  i n  t h e  y e a r s  t o  come. 

E'ormal a l ignment  of  Afr ican c o u n t r i e s  w i t h  t h e  United S t a t e s  is 
n o t  n e c e s s a r i l y  a n  o k j e c t i v e .  However, a  r e c e p t i v e  a t t i t u d e  and 
l i m i t e d  c o o p e r a t i o n  wjth tho  IJrAtsd S t a t e s  t o  s a t i s f y  e s s e n t i a l  
U.S. s e c u r i t y  needs is  sought  on  he b a s i s  o f  recognized mutual 
i n t e r e s t s .  

Less t h a n  t h r e e  y e a r s  h a s  e lapsed  s i n c e  most of  t h e  new Afr ican  
n a t i o n s  have become independent .  During t h i s  t ime ,  t h e i r  s o c i -  
e t i e s  have been involved i n  almost  c o n s t a n t  t u r m o i l  a s  d e s i r e s  by 
t h e  populace f o r  a  b e t t e r  way of  l i f e  emerge, a s  new i n s t i t u t i o n s  
evolve,  and a s  i n t e r n a t i o n a l  r e l a t i o n s h i p s  deve lop .  Major de-  
b a t e s  a r e  be ing  conducted w i t h  r e s p e c t  t o  p o l i c i e s  and problems 
r e l a t i n g  t o  educa t ion ,  a g r i c u l t u r e ,  and i n d u s t r i a l i z a t i o n .  Ex- 
t e r n a l l y ,  t h e s e  young s t a t e s  f i n d  themselves i n  a n  u n s e t t l e d  world 
whose a t t e n t i o n  and c o n f l i c t i n g  i n t e r e s t s  a s s a i l  them. In  t h e  
midst  of t h e s e  f o r c e s ,  t h e  l e a d e r s  of  t h e s e  new n a t i o n s  s h a r e  a n  
u r g e n t ,  unders tandable  d e s i r e  t o  make a  g i g a n t i c  l e a p  a c r o s s  t ime ,  
t o  a t t a i n  a  s t a t u s  more comparable t o  t h a t  of  t h e  developed n a t i o n s  
o f  t h e  world. 

P o l i t i c a l  Developments. Approximately 30 Afr ican  c o u n t r i e s ,  
having a  combined popula t ion  exceeding 170 m i l l i o n ,  a t t a i n e d  
n a t i o n a l  freedom i n  r e c e n t  y e a r s  w i t h  cons iderab ly  l e s s  d i s r u p t i o n  
than  had been a n t i c i p a t e d .  While t h e s e  c o u n t r i e s  cont inued t o  
develop w i t h  r e l a t i v e l y  l i t t l e  d i s o r d e r  dur ing  t h e  p a s t  y e a r ,  t h e  
p o s s i b i l i t i e s  of  s e r i o u s  v i o l e n c e  i n  t h e  e n t i r e  southern t i e r  of  
t h i s  massive c o n t i n e n t  cannot  be dismissed.  

Probably t h e  most s i g n i f i c a n t  p o l i t i c a l  e v e n t s i n t h e  p a s t  y e a r  i n  
A f r i c a  were t h a t  peace was e s t a b l i s h e d  i n  A l g e r i a  and t h e  armed 
c o n f l i c t  h a l t e d  i n  t h e  Congo. For a n  i n d e f i n i t e  p e r i o d ,  Alger ia  
w i l l  con t inue  t o  be burdened by t h e  d e v a s t a t i o n  of t h e  war and by 
rampant unemployment and a d m i n i s t r a t i v e  d i s o r d e r s ,  a s  w e l l  a s  by 
o t h e r  consequences r e s u l t i n g  from t h e  f l i g h t  o f  French personne l  
and c a p i t a l .  There h a s  been, however, impress ive  p r o g r e s s  made 
i n  r e s t o r i n g  c e n t r a l  c i v i l i a n  a u t h o r i t y  and f r u i t f u l  coopera t ion  
w i t h  t h e  French, a s  w e l l  a s  hopefu l  s i g n s  t h a t  t h e  government 
w i l l  f o l l o w  a moderate r o l e  i n  i t s  e x t e r n a l  p o l i t i c a l  r e l a t i o n -  
s h i p s  and a  r e a l i s t i c  approach i n  i t s  e f f o r t s  t o  r e v i v e  t h e  econ- 
omy 

On January 21 o f  t h i s  y e a r ,  when U.N. t r o o p s  moved i n t o  Kolwezi, 
t h e  U.N .  m i l i t a r y  a c t i o n  t o  end t h e  s e c e s s i o n  of  Katanga was suc-  
c e s s f u l l y  concluded. While r e s t o r a t i o n  of o rder  i n  t h i s  C e n t r a l  
Afr ican  g i a n t ,  completely d i s r u p t e d  by chaos and c i v i l  war, i s  
f a r  from completed, t h e  s u c c e s s f u l  U.N. a c t i o n  i n  t h e  Congo may 
w e l l  have tu rned  it away from a p a t h  which could have l e d  t o  ex- 
t e n s i o n  o f  t h e  c o n f l i c t  t o  i t s  sou thern  ne ighbors  and renewed 
b loc  p e n e t r a t i o n .  For t h e  Congo, t h i s  r e p r e s e n t e d  a n  important  
l a n d m r k  toward t e r r i t o r i a l  i n t e g r i t y  and i n t e r n a l  p o l i t i c a l  o r d e r .  
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Another favorable development during the  year was t h e  transforma- 2. 

t i o n  of Guinea from a pro-bloc t o  a more moderate s t a t e ,  making 
over tures  t o  the  West. Previously,  t h i s  country had voted %ol1 t o  
t h e  French Community and had opened i t s  doors t o  the  East. At the 
moment, Gulnea appears prepared t o  s e t t l e  i ts  d i f f e rences  wi th  
France and, poss ib ly ,  t o  resume more normal economic r e l a t i o n s .  

There have a l s o  been a number of promising developments wi th  r e -  
spect  t o  increased i n t e r t e r r i t o r i a l  cooperation i n  Afr ica .  While 
the re  have been and undoubtedly w i l l  continue t o  be some a t tempts  
a t  r e a l  p o l i t i c a l  union, i n t e r s t a t e  r e l a t i o n s  remain s t i l l  very 
much i n  f lux .  In t h e  next  s eve ra l  yea r s ,  measures t o  promote r e -  
g ional  economic cooperation a r e  l i k e l y  t o  grow more s i g n i f i c a n t .  
While these  probably w i l l  no t  g rea t ly  a f f e c t  t he  new p o l i t i c a l  
geography of Afr ica ,  a t  l e a s t  i n  t he  immediate term, they a r e  
l i k e l y  t o  exe r t  an increas ing  impact on economic and s o c i a l  devel- 
opments. Obstacles t o  r eg iona l  uni ty  remain prodigious. Differ-  
ences i n  language, r e l i g i o n ,  l o c a l  custom, education and moderniza- 3. 
t i o n ,  and conf l i c t ing  i n t e r e s t s  of poor and r e l a t i v e l y  wealthy 
nat ions  a r e  s u f f i c i e n t l y  wide t o  be d i s rup t ive ,  although s imi l a r i -  
t i e s  wi th in  c e r t a i n  groupings a r e  a unifying force .  Despite these  
problems, during t h e  pas t  year progress has been made t o  improve 
r eg iona l  coordination i n  Africa and t o  c r e a t e  r eg iona l  i n s t i t u t i o n s .  

During 1962, the  Commission fo r  Technical Cooperation i n  Africa ( C C T A )  
came t o  the  f r o n t  ranks of important African r eg iona l  economic de- 
velopment bodies. Leadership was t r ans fe r r ed  from European t o  
African con t ro l  and membership expanded t o  include nat ions  other 
than those  i n  Tropical  Africa.  The Commission became more involved 
i n  cons t ruc t ive ,  imaginative p ro jec t s  i n  addi t ion  t o  r e t a i n i n g  i t s  
funct ion  a s  a c l ea r ing  house of s c i e n t i f i c  and t echn ica l  howledge,  
and i s  thus  developing t h e  p o t e n t i a l  t o  f u l f i l l  an important r o l e  
i n  helping African s t a t e s  meet t h e i r  expanding needs fo r  s c i e n t i f i c  
and t echn ica l  a s s i s t ance  and t r a in ing .  

Economic S i tua t ion .  Rela t ive ly  l i t t l e  has occurred i n  t h e  b r i e f  
post-independence period t o  lessen  the  bas i c  problems a f f e c t i n g  
prospects f o r  African economic and s o c i a l  progress.  Some of t he  
obs t ac l e s  i n  t h i s  a rea  a r e :  

1 .  A dea r th  of Africans t r a ined  f o r  t h e  many r e s p o n s i b i l i t i e s  
associa ted  with s o c i a l  and economic growth. Ignorance, illit- 
eracy,  and shortage of people with even rudimentary s k i l l s  
demonstrate A f r i c a ' s  pos i t ion  a s  t h e  wor ld ' s  most educat ional ly  
bsckward a rea .  Less than 20% of a l l  Africans of school age a r e  
p re sen t ly  enrol led  i n  c lasses .  In some countr ies ,  t he  percent- 
age i s  l e s s  than 2%. S ign i f i can t ly ,  only 3% of the  15-19 year 
old chi ldren  a r e  i n  any kind of school and only .01% of t h e  
next  higher age group a r e  i n  any higher education i n s t i t u t i o n s .  
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A formidable a r r ay  of a g r i c u l t u r a l  problems. Pa t t e rns  of 
annual f loods  with r e s u l t a n t  s o i l  l o s s e s  i n  some p a r t s ,  and 
cr ippl ing  drought condit ions in  o the r s ,  a r e  common in  Africa.  
Tradi t ional  crops still '  r equ i r e  the  bulk of Af r i ca ' s  human r e -  
sources. P lant  v a r i e t i e s  remain unimproved. Destruction from 
pes t s  and d iseases  i s  g rea t .  I n e f f i c i e n t  a g r i c u l t u r a l  prac- 
t i c e s ,  involving excessive waste of men and o ther  resources ,  
continue t o  be followed. The consequences of these  and r e l a t e d  
a g r i c u l t u r a l  d i f f i c u l t i e s  a r e  most s i g n i f i c a n t ,  s ince  two- 
t h i r d s  or more of Af r i ca ' s  population depends on a g r i c u l t u r a l  
production f o r  a l i ve l ihood  and the  con t inen t ' s  fore ign  exchange 
earnings depend heavi ly  upon a g r i c u l t u r e  exports .  Examples of 
t h e  African economies' vu lne rab i l i t y  i n  such dependence a r e  
the  unfavorable world market s i t u a t i o n s  f o r  cocoa and coffee ,  
which are produced by most African coun t r i e s ,  and cont r ibute  
s i g n i f i c a n t l y  t o  t h e i r  export  earnings.  

Lack of investment c a p i t a l .  Local f i n a n c i a l  i n s t i t u t i o n s  e x i s t  
only t o  a l imi t ed  extent .  The major p r i v a t e  f i n a n c i a l  i n t e r -  
e s t s  a r e  foreign-owned, and came t o  Afr ica  t o  serve fore ign-  
o-med commerical, a g r i c u l t u r a l ,  and e x t r a c t i v e  indus t ry  needs. 
Africans have only r e c e n t l y  become fami l i a r  with the  use of 
commercial and savings banks. The low income of most Africans 
permits l i t t l e  saving. The general  l ack  of t i e s  between t h e  
African community and the  ex i s t ing  f i n a n c i a l  i n s t i t u t i o n s  has 
a l s o  tended t o  preclude t h e  mobil izat ion of savings.  Savings, 
t he re fo re ,  have accrued pr imar i ly  through government sources ,  
l a r g e l y  from import and export taxes .  

The drag of d i s ~ a s e .  Disease cont r ibutes  t o  both high mor- 
t a l i t y  and d e b i l i t a t i n g  sickness.  High incidence of endemic 
t r o p i c a l  d iseases  make s ickness  a perpetual  c r ipp l ing  fo rce  i n  
African l i v e s .  It causes many s tudents  t o  terminate t h e i r  
education and sever ly  hampers labor  product iv i ty .  Here, t oo ,  
po ten t i a l ly  co r rec t ive  forces  a r e  meager. The present  r a t i o  
of physicians t o  population is  est imated a t  l e s s  than 1 t o  
20,000. Many more t r a i n i n g  i n s t i t u t i o n s  a r e  needed. 

An inadequate t r anspor t a t ion  system. With few exceptions,  high- 
ways and roads  a r e  l imi t ed  t o  the  more developed a reas  along 
the  coast and t o  f inge r s  extended inland t o  br ing  out  t imber,  
mineral o r  a g r i c u l t u r a l  commodities. New roads a r e  requi red  
t o  open l a r g e r  a reas  f o r  t r a d e  and commerce, a s  wel l  a s  t o  l i n k  
these  t o  a l ready e s t ab l i shed  a reas .  

The existence of t r i b a l  customs and i n s t i t u t i o n s  which impede 
the  r u r a l  population from taking the  f i r s t  long s t eps  t o  b e t t e r  
t h e i r  l i v e s .  Pr imi t ive  a g r i c u l t u r a l  techniques,  r e f l e c t e d  i n  
t h e  simple needs t o  introduce animal power, rudimentary plows, 
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e t c . ,  i l l u s t r a t e  t h e  depths of t h e  problem of oLta in ing  s o c i a l  
change. Yet t h e  development of' r u r a l  Af'rica i s  of' p i v o t a l  i m -  
p o r t a n c e  t o  t h e  over -a l l  economic growth on t h e  cont,inent,. 

There a r e  grounds f o r  optimism, however, i n  t h e  absence o f  ot,- 
s t a c l e s  t,o development which a r e  common t o  o t h e r  l e s s  developed 
c o u n t r i e s .  There i s  n o t ,  i n  A f r i c a ,  t h e  despera te  s h o r t l a p  of 
l a n d  i n  r e l a t i o n  t o  popula t ion  which e x i s t s  i n  many c o u n t r i e s .  
With a  few except ions ,  t h e r e  i s  almost  a  complete l a c k  of  l a r g e  
l a n d  h o l d i n g s ,  and of  t h e  usual  p r e s s u r e  for l a n d  reform. Cer- 
t a i n  a r e a s  a r e  overcrowded i n  r e l a t i o n  t o  t h e i r  c u r r e n t  produc- 
t i v i t y ,  and some t r a d i t i o n a l  p a t t e r n s  of  land ho ld ing  do g ive  
r i s e  t o  development d e t e r r e n t s ,  such a s  fragmentat ion o r  l a c k  
o f  i n d i v i d u a l  i n c e n t i v e  t o  improve f a m i l y  land.  Never the less ,  
l a n d  problems a r e  l e s s  important  t h a n  i n  many o t h e r  a r e a s .  
There i s  a l s o  a  g e n e r a l  absence of r i g i d  cas te  systems which 
hamper ernnomir i n c e z t  ivss  . Another favorah lc  a"--ct -Y"- c f  h f r i c n  ' a 
development p o t e n t i a l  i s  t h e  Afr ican  l e a d e r s t  s p i r i t  of  optimism 
and u r g e  t o  develop. 

Other Free World A c t i v i t i e s .  Western Europe has provided t h e  major 
p o r t i o n  o f  t o t a l  e x t e r n a l  economic a s s i s t a n c e  t o  A f r i c a  f o r  a  num- 
ber  o f  y e a r s .  During t h e  p a s t  f o u r  y e a r s ,  other  FYee World ob l iga-  
t i o n s  i n c r e a s e d  from $915 m i l l i o n  i n  FY 1959 to $1.2 b i l l i o n  i n  
FY 1962, a s  compared w i t h  U.S. economic a s s i s t a n c e  ( i n c l u d i n g  Food 
f o r  Peace Programs) i n  FY 1962 of  approxi imte lg  $500 m i l l i o n .  
Western Europe b i l a t e r a l  and European Economic Community (EEC) ob- 
l i g a t i o n s  of  $1 .1 b i l l i o n  r e p r e s e n t e d  90% o f  the t o t a l .  B i l a t e r a l  
a s s i s t a n c e  provided by t h e  metropoles ,  e s p e c i a l l y  France and t h e  
U . K . ,  b u t  a l s o  Belgium and I t a l y ,  accounted for  over  $870 m i l l i o n ,  

. o r  70% w i t h  France a l o n e  accounting f o r  more than 50%. U.N. g r a n t s  
and I n t e r n a t i o n a l  Rank f o r  Recons t ruc t ion  and  Development (IBRD)/ 
I n t e r n a t i o n a l  Finance Corporat ion ( IFC ) / ~ n t e r n a t i o n a l  Development 
A s s o c i a t i o n  (IDA) l o a n s  of  n e a r l y  $90 m i l l i o n  r e p r e s e n t e d  n e a r l y  
7%. C u r r e n t  FY 1963 e s t i m a t e s  i n d i c a t e  t h a t  o b l i g a t i o n s  w i l l  
roughly  approximate t h e  FY 1962 l e v e l .  

Gran ts  con t inue  t o  predominate a s  t h e  major type o f  a s s i s t a n c e  pro- 
v ided  by o t h e r  f r e e  n a t i o n s ,  i n  p a r t i c u l a r  t h e  Western European 
donors .  Gran ts  r e p r e s e n t e d  approximately 72% of t o t a l  o t h e r  Free 
k o r l d  o b l i g a t i o n s  i n  E'Y 1962. The g r a n t  por t ion  by donor was a s  
f o l l o w s :  100%--EEC, Belgium and I t a l y ;  roughly 86%--France; 54%-- 
United Kingdom; and 6%--West Germany. These compare w i t h  t h e  g r a n t  
p o r t i o n  f o r  a l l  t y a e s  of  U.S. a s s i s t a n c e  of  42%. 

The l e v e l  o f  o t h e r  Free World a s s i s t a n c e  received v a r i e s  cons ider -  
a b l y  from country t o  country and by a r e a .  The North A f r i c a  a r e a  
c o n s i s t i n g  of f o u r  c o u n t r i e s  w i t h  a  popula t ion  t o t a l i n g  about  

30 m j l l i o n  accounted f o r  s l i g h l y  over  $400 m i l l i o n ,  o r  ?I+% i n  
FY 1962 whereas T r o p i c a l  Afr ican  c o u n t r i e s  with a popula t jon  of 
about  175 m i l l i o n  r e c e i v e d  over  $200 m i l l i o n ,  o r  66%. 

United S t a t e s  A . I . D .  S t r a t e m  

While U.S. i n t e r e s t s  and o b j e c t i v e s  i n  A f r i c a  a r c  q u i t e  compre- 
honsive,  t h e  r o l e  of  U.S. economic a s s i s t a n c e  t o  t h a t  c o n t i n e n t  
i s  much more l i m i t e d .  The b a s i c  e lements  of  U.S. a s s i s t a n c e  
p o l i c y  i n  A f r i c a  may be o u t l i n e d  a s  f o l l o w s .  

F i r s t ,  t h e  United S t s t e s  has  been pursu ing  a  p o l i c y  of  g e n e r a l l y  
r e s t r i c t i n g  i t s  economic a s s i s t a n c e  t o  A f r i c a  t o  a  s u b s i d i a r y  and 
supplementary r o l e  t o  t h a t  of  o t h e r  Free World a s s i s t a n c e .  
Western Europe c u r r e n t l y ,  a s  i n  t h e  p a s t ,  p rov ides  t h e  g r e a t  bulk 
o f  e x t e r n a l  a s s i s t a n c e ,  bo th  money and manpower, r e q u i r e d  i n  
' f r i c a ,  nnd U.S. z f f o r t s  a r e  be ing  d i r e c t e d  t o  ~ i i a x h i z i n g  t h e  f low 
o f  such a s s i s t a n c e .  Of t h e  approximately $1,730 m i l l i o n  of  Free 
World economic a s s i s t a n c e  t o  A f r i c a  o b l i g a t e d  dur ing  FY 1962,. about  
$474 m i l l i o n  ( o r  about  27%) was provided by t h e  United S t a t e s .  
I t  i s . n e i t h e r  t h e  d e s i r e  nor  i n t e n t i o n  of  t h e  United S t a t e s  t o  
s u p p l a n t  o t h e r  Free World a s s i s t a n c e  t o  A f r i c a .  Afr ican  develop- 
ment requirements ,  however, a r e  of  such magnitude, and t h e i r  
problems o f  such a  n a t u r e ,  t h a t  U.S. a s s i s t a n c e  i s  a l s o  r e q u i r e d .  

Another element  o f  U.S. Agency f o r  I n t e r n a t i o n a l  Development 
(A.I.D. ) ~ t r a t e g y  i n  A f r i c a  concerns what h a s  been termed our  
"bridget '  r a l a ,  i n  which we seek t o  f a c i l i t a t e  a  c o u n t r y ' s  t r a n -  
s i t i o n - f r o m  Sino-Soviet  o r i e n t a t i o n  t o  g r e a t e r  t i e s  w i t h  t h e  Free 
World. Guinea ' s  r e l a t i o n s  wi th  France were severed upon g a i n i n g  
independzm$, and she has  r e l i e d  h e a v i l y  upon t h e  S o v i e t  b loc  f o r  
needed a s s i s t a n o e ,  Mali h a s  a l s o  t u r n e d  t o  t h e  b loc  t o  reduce i ts  
dependence on t h e  former metropole.  It has  been our  s t r a t e g y  t h e r e  
t o  d i scovrage  complete r e l i a n c e  o f  t h e s e  two M r i c a n  c o u n t r i e s  on  
t h e  bloc by p r o v i d i n g  them w i t h  a moderate  program o f  U.S. a s s i s t -  
ance. &ere are i n d i c a t i o n s  t h a t  t h i s  U.S. s t r a t e g y  i s  succeeding.  
R e l a t i o n s h i p s  of t h e  two c o u n t r i e s  w i t h  t h e  b l o c  appear  t o  be 
d e t e r i o r a t i n g ,  and t h e r e  i s  a growing r e a l i z a t i o n  i n  Guinea, and 
t o  a l e s s e r  e x t e n t  i n  Mali, t h a t  t h e i r  n a t i o n a l  i n t e r e s t s  w i l l  b e  
b e t t e r  se rved  by c l o s e r  ties w i t h  t h e  West. I t  i p  hoped t h a t  
Mali's and Guinea's r e l a t i o n s  w i t h  France w i l l  be  p r o g r e s s i v e l y  
r e - e s t a b l i s h e d ,  and t h a t  U.S. ecommic a s s i s t a n c e  t o  t h e s e  tm 
c o u n t r i e s  can be p r o p o r t i o n a t e l y  reduced. 

A t h i r d  element  of U.S. A . I . U .  s t r a t e g y  i n  A f r i c a  r e l a t e s  t o  t h e  
maintenanca o f  U.S. m i l i t a r y  b a s e s  i n  t h a t  c o n t i n e n t .  For  example, 
t h e  United S t a t e s  d e s i r e s  t o  r e t a i n  U.S. b a s e s  and f a c i l i t i e s  i n  
Libya, Ethiopia, and  Morocco. 
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Although t h e  p r e s e n t  a p e a m e n t  p r o v i d i n g  f o r  U.S. b a s e s  and o t h e r  
s t r a t e g i c  f s c i l i t i e s  i n  Morocco c a l l  f o r  evacua t ion  by t h e  United 
S t a t e s  a t  t h e  c l o s e  o f  c a l e n d a r  1963, t h e  United S t a t e s  Government 
hopes t o  be a b l e  t o  r e t a i n  c e r t a i n  o f  t h e s e  f a c i l i t i e s  f o r  a  more 
ex tended  p e r i o d  o f  time. I t  i s  expec ted  t h a t  n e g o t i a t i o n  of  t h i s  
m a t t e r  w i l l  t a k e  p l a c e  d u r i n g  t h i s  y e a r .  The Unitad S t a t e s  i s ,  of  
c o u r s e ,  a l s o  i n t e r e s t e d  i n  h a s t e n i n g  t4oroccols development and i n  
p r e v e n t i n g  Moroccan al ignment  wi th ,  o r  over - re l iance  upon, t h e  
b l o c  f o r  m i l i t a r y  o r  economic a s s i s t a n c e .  I t  i s  a n t i c i p a t e d  t h a t  
France  w i l l  p rov ide  t h e  bulk o f  t h e  a s s i s t a n c e  r e q u i r e d  by Morocco. 
Thus, U.S. a s s i s t a n c e  t o  Morocco w i l l  be  d i r e c t e d  p r i m a r i l y  toward 
r e t e n t i o n  of  c e r t a i n  o f  o u r  f a c i l i t i e s  i n  t h a t  count ry .  

I n  Libya,  a l s o ,  our  s t r a t e g y  is  aimed p r i m a r i l y  a t  t h e  r e t e n t i o n  
o f  U.S. r i g h t s  at Wheelus A i r  Base, and a t  t h e  maintenance of  t h e  
c o u n t r y ' s  p o l i t i c a l  s t a b i l i t y  and pro-Wes ten  o r i e n t a t i o n .  Pros-  
p e c t i v e  o i l  revenues,  which i n  t h e  n e x t  few y e a r s  a r e  expected t o  
eliminate t h e  need f o r  e x t e r n a l  economic a s s i s t a n c e  on o t h e r  than  
c o n v e n t i o n a l  terms,  w i l l  probably t e n d  t o  d imin ish  t h e  e f f e c t i v e -  
n e s s  o f  economic a s s i s t a n c e  programs i n  advancing U.S. i n t e r e s t s  
i n  Libya.  The c o u n t r y  l a c k s  b o t h  t h e  c a p a c i t y  and i n s t i t u t i o n a l  
framework f o r  e f f e c t i v e  d i r e c t i o n  of  i t s  r e s o u r c e s .  No s i g n i f i -  
c a n t  p r o g r e s s  h a s  been made t o  p r e p a r e  f o r  t h e  p r o d u c t i v e  u s e  of  
t h e  o i l  revenues.  The U.S. s t r a t e g y  h e r e  i s  t o  f u l f i l l  t h e  pre-  
s e n t  payment commitment f o r  u s e  o f  b a s e  r i g h t s  and t o  con t inue  a 
scaled-down Development Grant  program, g e n e r a l l y  l i m i t e d  t o  t echni -  
c a l  a s s i s t a n c e  i n  devslopment p l a n n i n g  and r e s o u r c e s  u t i l i z a t i o n  
des igned  t o  p revent  t h e  waste o r  d i s s i p a t i o n  o f  L i b y a ' s  growing 
o i l  revenues.  

Along t h e  Red Sea and i n  t h e  Horn o f  A f r i c a ,  it i s  i n  t h e  U.S. 
i n t e r e s t  t o  p r e c l u d e ,  o r  minimize, b l o c  p e n e t r a t i o n  o f  t h a t  a r e a .  
I n  view o f  t h e  importance of  t h e  Kagnew S t a t i o n  i n  E t h i o p i a  and 
t h e  f a c t  t h a t  as a r e s u l t  o f  l o n g  independence,  E t h i o p i a  h a s  no 
s t r o n g  c u l t u r a l  and economic t i e s  w i t h  any o t h e r  count ry ,  t h e  
Uni ted  S t a t e s  c o n t i n u e s  t o  t a k e  t h e  l e a d e r s h i p  i n  F r e e  World 
a s s i s t a n c e  t o  E t h i o p i a  w h i l e  a t  t h e  same t ime encouraging o t h e r s  
t o  i n c r e a s e  t h e i r  a s s i s t a n c e .  Tha Sino-Sovict  !doc has moved i n t o  
t h e  ne ighbor ing  Somali Republic  and i s  a t t e m p t i n g  t o  e x p l o i t  t h e  
u n s t a b l e  s i t u a t i o n  t h a t  e x i s t s  t h e r e  th rough  g r a n t s  and c r e d i t s  
d e s i g n e d  t o  i n c r e a s e  i t s  i n f l u e n c e  i n  key  s e c t o r s  o f  t h e  economy. 
Because o f  t h i s ,  and t h e  t h r e a t  t o  t h e  s t a b i l i t y  of  t h e  a r e a  posed 
by deen s e a t e d  antagonisms between E t h i o ~ i a  and Somalia. i t  remains 
i h  theAU.S.  i n t e r e s t  to l e a d  a c o o r d i n a t k d  Xestern a s s i s t a n c e  
program i n  o r d e r  t o  enhance U.S. a b i l i t y  t o  exert: a moderat ing 
i n f l u e n c e  i n  t h e  Horn of  A f r i c a .  

A f o u r t h ,  and i n c r e a s i n g l y  i m p o r t a n t  e lement  o f  t h e  U.S. a i d  pro- 
gram i n  A f r i c a  r e l a t e s  t o  t h e  c o n c e n t r a t i o n  of  a s s i s t a n c e  i n  

c o u n t r i e s  and 
most l i k e l y .  

i n  programs where 
We have sought  t o  

- 
t a n g i b l e  p o s i t i v e  r e s u l t s  a r e  
c o n c e n t r a t e  o u r  a s s i s t a n c e  i n  - 

c o u n t r i e s  which have f a v o r a b l e  development p o t e n t i a l s  b u t  w i t h  a  
c l e a r  i n s u f f i c i e n c y  of  e x t e r n a l  developmental a s s i s t a n c e .  By 
c o n c e n t r s t i o n  of  U.S. economic a s s i s t a n c e  i n  such promising 
c o u n t r i e s  a s  N i g e r i a ,  T u n i s i a ,  Sudan, and L i b e r i a  it i s  hoped 
t h a t  we can c r e a t e  p o l i t i c a l  and economic models f o r  t h e  r e s t  o f  
A f r i c a .  Except f o r  L i b e r i a ,  t h e s e  c o u n t r i e s  a r e  r e l a t i v e l y  more 
advanced t h a n  most Afr ican  s t a t e s ,  a r e  each becoming i n c r e a s i n g l y  
impor tan t  i n  t h e  F r e e  World community, and can and do e x e r t  con- 
s i d e r a b l e  i n f l u e n c e  on t h e  f u t u r e  course  of  e v e n t s  i n  a l l  of 
A f r i c a .  Almost 70% of t h e  proposed A . I . D .  program f o r  A f r i c a  f o r  
FY 1964 i s  d i r e c t e d  t o  t h e s e  f o u r  c o u n t r i e s ,  t h e  Congo ( ~ e o ~ o l d -  
v i l l e ) ,  and r e g i o n a l  a c t i v i t i e s .  

U.S. a i d  p o l i c i e s  common, i n  v a r y i n g  degrees ,  t o  a l l  f o u r  o f  t h e  
aforementioned "concent ra t ion"  c o u n t r i e s  inc lude :  ( a )  f o r m a l l y  
o r  in formal ly ,  assuming a  l e a d e r s h i p  r o l e  i n  s u p p o r t i n g  t h e  
development p l a n s  o f  each count ry ,  whi le  a t  t h e  same time en- 
couraging i n c r e a s e d  developmental a s s i s t a n c e  from o t h e r  Free  
World na t ions  and from i n t e r n a t i o n a l  a g e n c i e s ;  ( b )  w i t h i n  t h e  
t o t a l  amount of  U.S. a s s i s t a n c e  prov ided ,  maximizing t h e  a s s i s t -  
ance provided under  t h e  Food f o r  Peace program and by t h e  Export- 
Impor t  (EX-1m) Bank, s u b j e c t  t o  t h e  c r i t e r i a  a p p l i c a b l e  under  
t h e s e  a s s i s t a n c e  programs; ( c )  w i t h i n  t h e  U.S. A . I . D .  a s s i s t a n c e  
provided,  maximizing t h e  p o r t i o n  provided under  t h e  Development 
Loan program f o r  s p e c i f i c  developmental p r o j e c t s ,  s u b j e c t  t o  
a p p l i c a b l e  c r i t e r i a ;  ( d )  seek ing  t o  maximize t h e  a i d - r e c i p i e n t  
c o u n t r y ' s  c o n t r i b u t i o n  toward i t s  development p l a n s ,  through t h e  
adopt ion  of e f f e c t i v e  s e l f - h e l p  measures i n  such f i e l d s  a s  budget 
fo rmula t ion ,  t a x a t i o n ,  e x p o r t  promotion, educa t ion ,  and t h e  
es tab l i shment  o f  e f f e c t i v e  i n s t i t u t i o n a l  means f o r  democrat ic  
government; and ( e )  p r o v i d i n g  U.S. a s s i s t a n c e  on ly  when such 
a s s i s t a n c e  h a s  no t  been for thcoming i n  adequate amounts from o t h e r  
F r e e  World s o u r c e s  and from i n t e r n a t i o n a l  agenc ies .  

The l a r g e s t  s i n g l e  a i d  r e c i p i e n t  i s  N i g e r i a ,  t h e  most populous 
c o u n t r y  i n  A f r i c a  ( o v e r  40 m i l l i o n ) .  I t  has  a  h e r i t a g e  from 
B r i t i s h  r u l e  o f  democrat ic  v a l u e s  and p o l i t i c a l  i n s t i t u t i o n s .  
I t s  r e s e r v o i r  of  t r a i n e d  manpower i s  n o t  l a r g e  b u t  none the less  
above average i n  A f r i c a .  I t  h a s  s i g n i f i c a n t  economic r e s o u r c e s  
and a n  e x c e l l e n t  p o t e n t i a l  f o r  economic growth and development. 
I t  h a s  impor tan t  l e a d e r s h i p  c a p a c i t y  i n  A f r i c a ,  h a s  proclaimed an 
independent  f o r e i g n  p o l i c y  sympathet ic  t o  t h e  West, and l o o k s  t o  
t h e  West f o r  encouragement and suppor t  i n  t h e  f i e l d  o f  economic 
development. 

By b u i l d i n g  on t h i s  p o s i t i o n  o f  r e l a t i v e  s t r e n g t h  i n  A f r i c a ,  it 
i s  t h e  U.S. o b j e c t i v e  t o  s e e  t h a t  N i g e r i a  develops in an o r d e r l y  
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f a s h i o n  a s  a  s t r o n g ,  u n i t e d ,  and independent  n a t i o n  hhich p r o v i d e s  
l e a d e r s h i p ,  sense of d i r e c t i o n ,  and ?xample t o  o t h e r  rountri::: of  
A f r i c a .  The major element  o f  o u r  s t r , a tegy  i n  Nigvria  i s  t h e  U.S. 
~ultuui Llt~e:ii Lu suppor L L I I ~  Kiger.iari h l x - i e u r  ucve~oprni:nt r.L;i! i n  cns 
amount of $225 m i l l i o n .  T h i s  commitment -includes a l l .  r e s o u r c e s  
p rov ided  b y  A . 1  .D. ,  development-type c r e d i t s  by t h e  Ex-In1 R:ink, 
arid any rood pruvided under P.L. 480. The U . K .  h a s  committed $50 
m i l l i o n  i n  suppor t  of t h e  f i r s t  two y e a r s  of i ts former c-olony's  
P l a n .  West Germany h a s  t h u s  f a r  pledged $25 m i l l i o n .  Canada and 
I s r a e l  a r e  a l s o  a s s i s t i n g ,  and it i s  hoped t h a t  Japan 'and o t h e r s  
w i l l  a l s o  c o n t r i b u t e .  

I n  a d d i t i o n  t o  c o n c e n t r a t i o n  of African A . I . D .  a s s i s t a n c e  w i t h i n  a  
few c o u n t r i e s ,  A . I . D .  s t r a t e g y  i s  a l s o  d i r e c t e d  toward program 
c o n c e n t r a t i o n  i n  such key f i e l d s  a s  educa t ion  ( i n c l u d i n g  v o c a t i o n a l  
e d u c a t i o n ) ,  p u b l i c  a d m i n i s t r a t i o n ,  and a g r i c u l t u r e .  Inasmuch a s  
U.S. a s s i s ~ a n c e  i s  u s u a i l y  o n l y  a  smai i  p a r t  oi a r r c i p i s n t  coun- 
t r y ' s  r e s o u r c e s ,  and t h e r e f o r e  has o n l y  a  l i m i t e d  c a p a c i t y  t o  i n -  
f l u e n c e  e v e n t s ,  it i s  e s s e n t i a l  t h a t  our  a c t i v i t i e s  be concent ra ted  
narrowly enough t o  o b t a i n  t a n g i b l e  r e s u l t s .  

I n  c o n t r a s t  t o  t h e  above, t h e r e  a r e  some 15 ex-French and ex- 
Be lg ian  c o u n t r i e s  which a r e  r e c e i v i n g  v e r y  s u b s t a n t i a l  a i d  and 
t r a d e  b e n e f i t s  from t h e i r  former metropoles  and t h e  EEC. U.S. 
i n t e r e s t s  h e r e  a r e  l a r g e l y  p o l i t i c a l .  Our modest--in many cases ,  
tnken--assis tance t o  each  cf t h e s e  c o u n t r i e s  perxzitr, tham t o  con- 

r e l i a n c e  on t h e  Europeans, whi le  keep ing  t h e  

I:, cnl,  <soncexL, 1~ 1s n e l u e r  apprspr l r i t e  nor u e s l r a m e  l o r  a . 1 . ~ .  
t o  t a k e  t h e  le.rd i n  p r o v i d i n g  e x t e r n a l  a s s i s t a n c e .  I n i t i a t i v e s  o f  
t h i s  k ind  should p r o p e r l y  l i e  w i t h  t h e  ex-metropole c o u n t r i e s .  
Wtlcrever p o s s i b l e ,  t h e  United S t a t e s  does t r y  t o  work i n  harmony 
w i t h  t ' le  ex-metropole and where n e c e s s a r y  t o  p o i n t  o u t  s i g n i f i c a n t  
problems and needs of t h e  c o u n t r y  concerned.  A s s i s t a n c e  t o  t h e s e  
ixountries i s  g e n e r a l l y  l i m i t e d  t o  Peace Corps a c t i v i t i e s ,  develop- 
m ~ n t  g r a n t s  f o r  s p e c i f i c  short- term t e c h n i c a l  a s s i s t s n c e  p r o j e c t s ,  
and t o  o c c a s i o n a l  development l o a n s .  Implementat ion o f  U.S. A . I . D .  
s t z - i t egy  i n  tk.ese 15 c o u n t r i e s  w i l l  con t inue  t o  r e q u i r e  a  r e l a -  
t i v t l y  mcdest expendi tu re  o f  A . I . D .  r e s o u r c e s .  

F l e x i b i l i t y  i n  b e i n g  a b l e  t o  respond t o  s p e c i a l  count ry  s i t u a t i o n s  
I n  At'rica 1s moth-r element  o f  o u r  a s s i s t a n c e  s t r a t e g y  i n  A f r i c a .  
The Congo i s  an example of t h i s  type  of  s t r a t e g y .  P r o g r e s s  i n  t h e  
Congo must be r e a l i z e d  through f l e x i b l e  U.S. a i d  p o l i c y .  P r o g r e s s  
t h e r e  must be reckoned i n  r e l a t i v e  and broad p o l i t i c a l  terms.  
S o v i e t  e f f o r t s  a t  subvers ion  t h e r e  have l a r g e l y  been f r u s t r a t e d ;  
a  moderate c e n t r a l  government c o o p e r a t i n g  w i t h  t h e  U . N .  and t h e  
West i s  s t i l l  i n  power; t h e  major s e c e s s i o n i s t  movements have been 
c o n t r o l l e d ;  and i n t e r n a l  s e c u r i t y  h a s  been improved. With t h e  
r e i n t e g r a t i o n  of  Katanga, t h e  s i t u a t i o n  t h e r e  now p e r m i t s  a n  ac- 
c e l e r a t i o n  and z o n c e n t r a t i o n  o f  U . N .  and b i l a t e r a l  e f f o r t s  addressed  
toward p o l i t i c a l  and economic s t a b i l i z a t i o n  of  t h a t  d i s l o c a t e d  
a r e a ,  and a  de-emphasis of  m i l i t a r y  a c t i v i t i e s .  

The governments of  t h e s e  c o u n t r i e s  a r e  f r e q u e n t l y  s u b j e c t e d  t o  
charges ,  b o t h  domes t ica l ly  and from more r a d i c a l  A f r i c a n  c o u n t r i e s ,  
o f  s u b m i t t i n g  t o  a  form of neo-colonial  dependence. Because of  
t h i s ,  such governments f i n d  it p o l i t i c a l l y  impera t ive  t o  d i v e r s i f y  
t h e i r  s o u r c e s  of  e x t e r n a l  a s s i s t a n c e .  Apart  from U.N. and o t h e r  
i n t e r n a t i o n a l  programs, t h e  a l t e r n a t i v e s  t o  t o t a l  r e l i a n c e  of  t h e s e  
c o u n t r i e s  on European a s s i s t a n c e  a r e  l i m i t e d  f o r  p r a c t i c a l  purposes  
t o  t h e  United S t a t e s  and/or t h e  S o v i e t  b l o c .  I t  may o f t e n  be i n  
t h e  U.S. i n t e r e s t  t o  supplement European a s s i s t a n c e  t o  t h e s e  coun- 
t r i e s  because:  ( a )  our  a s s i s t a n c e  makes continued major r e l i a n c e  
on t h e  fo rmer  metsopole p o l i t i r a l l y  feasible, and t h e r e b y  h e l p s  to 
main ta in  moderate pro-Western regimes i n  power; and (b)  U.S. assist- 
ance  e s t a b l i s h e s  a n  independent  and f a v o r a b l e  U.S, i d e n t i f i c a t i o n  
w i t h  t h e  economic and s o c i a l  be t te rment  o f  t h e  Afr ican  people--an 
i d e n t i f i c a t i o n  which i s  o f t e n  s e r v i c e a b l e  i n  s e c u r i n g  e s s e n t i a l  
p o l i t i c a l  coopera t ion  w i t h  t h e  United S t a t e s .  (Although t h e  ex- 
metropoles  can be r e l i e d  upon t o  main ta in  a  g e n e r a l l y  pro-Western 
p o s t u r e  among such c o u n t r i e s ,  t h e r e  a r e  i s s u e s  concerning which 
e i t h e r  t h e  degree o r  n a t u r e  of U.S. i n t e r e s t  v a r i e s  from t h a t  o f  

F o r  t h e  s h o r t e r  term, o u r  U.S. p o l i c y  i n  t h e  Congo i s  d i r e c t e d  
p r i m a r i l y  a t  meet ing t h r e e  u r g e n t  problems : ( a )  t h e  development 
o f  a  new r o l e  f o r  t h e  U . N .  a s  c o o r d i n a t o r  of  a l l  b i l a t e r a l  a s s i s t -  
ance a c t i v i t i e s ;  (b )  t h e  implementat ion of  a  comprehensive eco- 
nomic s t a b i l i z a t i o n  program t o  c o n t a i n  t h e  a l r e a d y  s e r i o u s  i n f l a -  
t i o n ;  and ( c )  t h e  improvement of  i n t e r n a l  s e c u r i t y  th rough  programs 
f o r  m i l i t a r y  and p o l i c e  t r a i n i n g .  The containment  o f  i n f l a t i o n  i n  
t h e  Congo i s  of  p a r t i c u l a r  importance a t  t h i s  t ime;  i f  a l lowed t o  
c o n t i n u e  unchecked, i n f l a t i o n  w i l l  p r o g r e s s i v e l y  undermine t h e  
a l r e a d y  f r a g i l e  f a b r i c  o f  c e n t r a l  government c o n t r o l  over  t h e  
p r o v i n c e s  and t h e  army, snd t h e r e b y  s e r i o u s l y  jeopard ize  t h e  
f u t u r e  p o l i t i c a l  s t a b i l i t y  and i n t e r n a l  s e c u r i t y  i n  t h e  Congo. 

L a s t l y ,  U.S. A . I . D .  s t r a t e g y  i n  A f r i c a  i n v o l v e s  t h e  u s e  o f  v a r i o u s  
a d m i n i s t r a t i v e  and p r o c e d u r a l  " t o o l s "  designed t o  f a c i l i t a t e  prog-  
r e s s  toward o u r  o b j e c t i v e s .  To t h e  maximum e x t e n t  f e a s i b l e ,  we 
seek t o  emphasize l o a n s  over  g r a n t s ;  t o  f a v o r  l o a n s  f o r  s p e c i f i c  
p r o j e c t s  over  l o a n s  f o r  g e n e r a l  import  f i n a n c i n g ;  t o  r e s t r i c t  
l o a n s  t o  economical ly sound p r o j e c t s ,  where t h e  r e c i p i e n t  c o u n t r y  
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under takes  a  r e s p o n s i b i l i t y  t o  f i n a n c e  a  s u b s t a n t i a l  p o r t i o n  of 
t h e  l o c a l  cur rency  and a l l  r e c u r r e n t  c o s t s  t h a t  may m a t e r i a l i z e  a s  
a  r e s u l t  of  such p r o j e c t s ;  t o  f a v o r  l o a n s  t h a t  p rov ide  an improved 
c l i m a t e  f o r  expansion of  p r i v a t e  e n t e r p r i s e ;  t o  provide a s s i s t a n c e  
o n l y  when such r e q u i r e d  a s s i s t a n c e  h a s  n o t  been for thcoming from 
o t h e r  Free  World donor c o u n t r i e s  o r  i n t e r n a t i o n a l  o r g a n i z a t i o n s ;  
and t o  " i r r e g u l a r i z e "  a s s i s t a n c e  l e v e l s  so a s  t o  avoid g i v i n g  r e -  
c i p i e n t  c o u n t r i e s  t h e  impress ion  t h a t  t h e y  can r e g u l a r l y  e x p e c t  a  
r e l a t i v e l y  f i x e d  amount of U.S. a s s i s t a n c e .  

A d d i t i o n a l l y ,  i t  i s  o u r  g e n e r a l  p o l i c y  t o  c o o r d i n a t e  U.S. a s s i s t -  
ance programs w i t h  a i d  e f f o r t s  of o t h e r  Free World n a t i o n s  on an 
o v e r - a l l  b a s i s  a s  wel l  a s  a t  c o u n t r y  and p r o j e c t  l e v e l s .  U.S. 
e f f o r t s  a r e  d i r e c t e d  n o t  o n l y  toward encouraging i n c r e a s e d  a s s i s t -  
ance by e x i s t i n g  donors ,  b u t  a l s o  i n  o b t a i n i n g  t h e  p a r t i c i p a t i o n  
o f  o t h e r  Free World donors  and toward maximizing t h e  e f f e c t i v e n e s s  
o f  a s s i s t a n c e  through improved terms,  g e n e r a l  agreement on ob- 
j e c t i v e s  and c r i t e r i a ,  and c o o r d i n a t e d  programming. These e f f o r t s  
a r e  be ing  c a r r i e d  o u t  through m u l t i l a t e r a l  and b i l a t e r a l  channe ls ,  
e s p e c i a l l y  t h e  Development A s s i s t a n c e  Committee (DAC ), which i n -  
c l u d e s  major and s m a l l e r  West European donors  and t h e  IBRD. 

The h i g h l y  s e l e c t i v e  n a t u r e  of t h e  above-out l ined U.S. economic 
a s s i s t a n c e  p r i n c i p l e  i m p l i e s  s e l e c t i v i t y  i n  implementation and 
a d m i n i s t r a t i o n .  I n  o r d e r  t o  minimize t h e  number of American 
t e c h n i c i a n s  abroad i n  each of t h e s e  c o u n t r i e s ,  r e g i o n a l  teams, 
s p e c i a l i z i n g  i n  such t e c h n i c a l  f i e l d s  a s  educa t ion  o r  h e a l t h ,  have 
been l o c a t e d  a t  one p l a c e  i n  t h e  f i e l d  t o  s e r v i c e  s e v e r a l  count ry  
programs. Every e f f o r t  h a s  been and cont inues  t o  be made t o  mini- 
mize t h e  number of  U.S. t e c h n i c i a n s  p r e s e n t ,  p a r t i c u l a r l y  i n  t h o s e  
c o u n t r i e s  where t h e  United S t a t e s  h a s  o n l y  a  subord ina te  i n t e r e s t  
t o  t h a t  of  t h e  former metropole.  I n  t e n  o f  t h e  c o u n t r i e s  i n  
A f r i c a ,  t h e r e  e x i s t s  what a r e  termed "de lega ted  p o s t "  arrangements .  
No s e p a r a t e  A . I . D .  Mission o r  o r g a n i z a t i o n  e x i s t s  i n  such c a s e s .  
The Ambassador i s  r e s p o n s i b l e  f o r  t h e  conduct of  A . I . D .  a f f a i r s ,  
and t h e  number of people  on h i s  s t a f f  d e a l i n g  w i t h  A . I . D .  m a t t e r s  
i s  l i m i t e d .  To t h e  e x t e n t  p o s s i b l e ,  management and o p e r a t i n g  
f u n c t i o n s  a r e  performed i n  Washington by geographic a r e a  o f f i c e s ,  
o r  a t  c e n t r a l  l o c a t i o n s  i n  t h e  f i e l d .  

Loans, $90 m i l l i o n  Development Grants ,  $42 m i l l i o n  Suppor t ing  
Ass i s tance  and $39 m i l l i o n  C o n t r i b u t i o n s  t o  I n t e r n a t i o n a l  Organ- 
i z a t i o n s ) .  I n  FY 1962, t h e  amount f o r  t h e s e  A.1.D.-funded pro-  
grams i n  Afr ica  t o t a l e d  $293 m i l l i o n  ($86 m i l l i o n  Development 
Loans, $107 m i l l i o n  Development Grants ,  $59 m i l l i o n  Suppor t ing  
Ass i s tance  and $43 m i l l i o n  C o n t r i b u t i o n s  t o  I n t e r n a t i o n a l  Organ- 
i z a t i o n s ) .  

The Development Grant program proposed f o r  A f r i c a  i n  FY 1964 w i l l  
con t inue  t o  c o n c e n t r a t e  on 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  i n  
educa t ion  and a g r i c u l t u r e .  The major p o r t i o n  of  t h i s  program i s  
i n  t h e  educa t iona l  f i e l d  and c o n s i s t s  o f  s e r v i c e s ,  p r i n c i p a l l y  
from American u n i v e r s i t i e s  under c o n t r a c t u a l  arrangements .  These 
u n i v e r s i t i e s  a r e  a s s i s t i n g  and a d v i s i n g  A f r i c a n s  who engage i n  
t e a c h e r  t r a i n i n g ,  v o c a t i o n a l  educa t ion ,  and educat ion i n  p u b l i c  
a d m i n i s t r a t i o n ,  h e a l t h ,  and a g r i c u l t u r e .  The program i s  d i r e c t e d  
toward t h e  t r a i n i n g  o f  A f r i c a n s  l a r g e l y  w i t h i n  A f r i c a ,  and t h e  
development o f  t h e  i n s t i t u t i o n a l  framework e s s e n t i a l  t o  t h e  pro-  
v i s i o n  nf  t e a c h e r s ,  e l e c t r i c i a n s ,  farm a g e n t s ,  h e a l t h  o f f i c e r s ,  
e t c . ,  r equ i red  i f  t h e  A f r i c a n  n a t i o n s  a r e  t o  o b t a i n  a  measure of 
economic growth. A s i g n i f i c a n t  p o r t i o n  o f  t h e  program i n v o l v e s  
t h e  t ransmiss ion  of American techniques  o f  farm r e s e a r c h ,  e x p e r i -  
mentat ion,  and l a n d  and water  conserva t ion  i n  o r d e r  t o  h e l p  Afr icans  
make b e t t e r  u s e  of  t h e i r  a v a i l a b l e  r e s o u r c e s .  

While most of  such a s s i s t a n c e  proposed f o r  t h e s e  programs needs t o  
be  l a r g e l y  implemented on a  b i l a t e r a l  b a s i s  where funds  can be 
d i r e c t l y  used t o  f u r t h e r  development e f f o r t s ,  i n c r e a s i n g  emphasis 
i s  be ing  given t o  p rov id ing  Development Grant  a s s i s t a n c e  on a  
r e g i o n a l  b a s i s .  Such a n  approach i s  fol lowed i n  o r d e r  t o  encourage 
Afr ican  na t ions  t o  maximize t h e  u s e s  of t h e i r  s c a r c e  r e s o u r c e s  
through j o i n t  o r  mul t i -count ry  approaches t o  common economic and 
s o c i a l  problems. E x i s t i n g  Afr ican  o r g a n i z a t i o n s  and i n s t i t u t i o n s  
a r e  u t i l i z e d  where p o s s i b l e .  For  example, t h e  United S t a t e s  i s  
funding  s c h o l a r s h i p s  i n  A f r i c a n  i n s t i t u t i o n s  of  h i g h e r  l e a r n i n g  
f o r  s t u d e n t s  o f  o t h e r  A f r i c a n  c o u n t r i e s .  Also, t h e  United S t a t e s  
i s  suppor t ing  a c t i v i t i e s  o f  such o r g a n i z a t i o n s  i n  A f r i c a  a s  t h e  
CCTA of  which 26 Afr ican  governments a r e  f u l l  members; t h e  Organ- 
i z a t i o n  f o r  C o n t r o l  o f  Endemic Diseases  (OCCGE) w i t h  a n  A f r i c a n  

FY 1964 Program 

The Execut ive Branch p r o p o s a l  f o r  FY 1964 A . I . D .  a s s i s t a n c e  t o  
A f r i c a  t o t a l s  $338 m i l l i o n  c o n s i s t i n g  of $165 m i l l i o n  i n  Develop- 
ment Loans, $104 m i l l i o n  i n  Development Gran ts ,  $64 m i l l i o n  i n  
Suppor t ing  A s s i s t a n c e ,  and $5 m i l l i o n  i n  C o n t r i b u t i o n s  t o  I n t e r n a -  
t i o n a l  Organiza t ions .  These f i g u r e s  compare w i t h  e s t i m a t e d  A . I . D .  
a s s i s t a n c e  t h i s  y e a r  of $271 m i l l i o n  ($100 m i l l i o n  Development 

membership o f  seven n a t i o n s ;  and t h e  E a s t  Afr ican  Deser t  Locus t  
Cont ro l  (EADCLO) r e c e n t l y  formed by s i x  A f r i c a n  n a t i o n s .  The 
e f f o r t s  of  t h e s e  o r g a n i z a t i o n s  a r e  concent ra ted  mainly i n  t h e  
f i e l d s  of  h e a l t h ,  a g r i c u l t u r e  and educa t ion .  

The development l e n d i n g  program i n  A f r i c a  i s  c h a r a c t e r i z e d  by a  
v a r i e t y  of a c t i v i t i e s .  Loan a p p l i c a t i o n s  o r  p roposa l s  exceed t h e  
a p p r o p r i a t i o n  r e q u e s t  by a  c o n s i d e r a b l e  margin. Although t h e s e  
p r o j e c t s  a r e  a l l  cons idered  t o  have m e r i t ,  it i s  recognized t h a t  
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t h e  necessary  review and a n a l y s i s  r e q u i r e d  t o  i n s u r e  p r o j e c t  
t e r - h n i c a l  m d  eroqorni r  f ~ a s i  hi l i t,y wi l 1 prohably r e s u l t  i n  some 
p r o j e c t s  b e i n g  delayed o r  dropped e n t i r e l y .  There i s  a  concen- 

e . 7 .  " .  , .  
i,l ~ L L U L  i l l  Ti I -/&+ LII  LIIC I L C L U ~  U L  b l  a u a p u ~  tairLu11, C U U L ~  ~ I U I I ,  

wa te r  r e s o u r c e s  development and i n d u s t r y .  Because of t h e  p a r t i c u -  
l a r  emphasis i n  A f r i c a  on educa t ion ,  a  s i g n i f i c a n t  number of p r o j -  
e c t s  i n v o l v e  l o a n  p r o p o s a l s  f o r  t h e  c o n s t r u c t i o n  o f  e d u c a t i o n a l  
f a c i l i t i e s .  P r i o r  t o  t h i s  y e a r ,  t h i s  type  of a c t i v i t y  had been 
c a r r i e d  o u t  p r i m a r i l y  on a  g r a n t  b a s i s .  I n  the  t r a n s p o r t a t i o n  
f i e l d ,  p r o j e c t s  c o n s i s t  of  t h e  improvement and development o f  
road ,  r a i l ,  and a i r  f a c i l i t i e s .  I n d u s t r i a l  a c t i v i t i e s  i n c l u d e  
development and expansion i n  chemicals ,  cement, smal l  p r o c e s s i n g  
p l a n t s ,  and t h e  p o s s i b i l i t y  of a  s t e e l  m i l l  i n  Niger ia .  Probably 
t h e  l a r g e s t  s i n g l e  a c t i v i t y  w i l l  be t h e  proposed U.S. p a r t i c i -  
p a t i o n  i n  t h e  Niger Dam power complex i n  Nigeria .  
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I ; ,  
GABON; ,' 

, ; CONGO 

(Br....) 

Annual Population Growth .......... 
Grosa National Product (1961)' 

2.5$ 

Total (S Million) ................ 3,1 0 
Per Capita GNP (Dollars) ......... 241 

AGRICULTURAL PROD. INDEX (195254=100) 
Per Capita Index.. ........................ 
Wheat (1,000 MP) ................. 

EZECTRIC POWEX OlJTFVT (KWH per capita) 

INTERNATIONAL TRADE (S Million) 
Total Exports (f.0.b.) ...................... 
Petroleum ....................... 

...................... Total Importa (c.i.f.) 
Trade Balance .......................... 

CNDUSTRIAL PRODUCTION INDM(1958.100@ 

.... XST OF LIVING INDM (1958.100) 
(~lgiers) 

* Converted at 4.937 francs per U.S.$. 
aJ Excludes oil and natural gas. 

Country Background 
Algeria's location, population, military strength, revolutionary prestige, 
oil and other resources, strategic importance and the energy and ambitions 
of its leaders make it potentially the most powerful country in North 
Africa. It is certain to exert a strong influence on future developnents 
concerning the United States in Tunisia, Morocco and Libya and is likely 
to assume a leadership role in any future bhhgreb combination of North 
African countries. 

Algeria became independent last July. After seven and one-half years of 
guerilla warfare, it is faced with large areas of devestation and massive 
numbers of unemployed, underemployed and indigents. Its economy, tied 
for 130 years to metropolitan France, has been disrupted by the departure 
of three-fourths of the French nationals who were dominant in the political 
and economic life of the country. Algeria's new and dynamic government, 

1 its revolutionary zee l  eomdhat  teafgc~ed by the nbea For prasrnatic 
solutfons to werwhehintf probleias, has made a start toward recovery which 
may be painful and long. 

The widespread departure of French settlers and withdrawal of their 
capital as well as skills, together with the war devastation, brought the 
economy to a near standstill. As a result, between one and two million 
Algerian workers are estimated to be without jobs or sufficient income to 

Agricultural Land 
...................... Percent of Area 156 

Acres per Capita ..................... 10 
......................... Literacy Rate 

Pupils % of Pop. (Primary/Secondary) 
% ... . 

................ Life Expectancy (years) E? 
.................... People per Doctor .57,500 

provide the needs of dependents. hring the past winter, the United States, 
through P.L. 480, provided surplus farm commodities sufficient to sustain 
about 4,000,000 Algerians. Factories, stores, and workshops have been slow 
to reopen. Many of the larger farms remained fallow until the government 
undertook a massive replanting campaign to feed its citizens with a spring 
crop in 1963. 

Politically, a government headed by Remier Ahmed Ben Bella and drawn from 
members of the Front de Liberation Nationale (FLN) was installed in Sep- 
tember 1962 and has effective control over the country. The government has 
banned the Communist Party. It espouses a policy of non-alignment in its 
foreign affairs and appears to be striving toward cooperative relations with 
Western nations. Aid has been and probably will continue to be accepted in 
the future from bloc countries, though not as yet in significant quantities. 

One of the consequences of the Algerians' long struggle for independence is 
their strong sympathy with other revolutionary movements. This affinity was 
the basis of Premier Ben Bella's visit to Cuba last fall, after his trip to 
the United States. hpressions of Algerian Government sentiments siding 
with Castro have noticeably decreased since then. 
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U.S. C b j e c t i v e s  and S t r a t e g y  

U.S. o b j e c t i v e s  i n  A l g e r i a  a r e  n e c e s s a r i l y  i n t e r i m  now. It  is i n  
t h e  U.S. i n t e r e s t  t h a t  A l g e r i a :  ( a )  r e b u i l d  i ts  economy and 
i n s t i t u t i o n s ;  ( b )  ach ieve  i n t e r n a l  p o l l t l c a l  s t a b l l l t y  ana Iorm 
improved t i e s  w i t h  Western and ne ighbor ing  c o u n t r i e s ;  ( c )  deve 
a  new, French r e l a t i o n s h i p  conducive t o  primary Alger ian  r e l i a  
on France  f o r  a i d ;  ( d )  use i t s  r e s o u r c e s  i n  development f o r  t h  
b e n e f i t  o f  i t s  people  and; ( e )  channel i t s  e n e r g i e s  toward i n t  
n a l  r e c o n s t r u c t i o n  and away from e x t e r n a l  adventures .  The 
S t a t e s  p l a n s  t o  p l a y  a  supplementary r o l e  o f  sympathy and h e l p  
f u l n e s s  w i t h o u t  d i s t r a c t i n g  from o r  s u b s t i t u t i n g  f o r  Alger ian  
w i t h  France  and Europe. 

The economic a i d  s t r a t e g y  i s ,  f i r s t  t o  h e l p  Alger ia  through i ts  
i n i t i a l  c r i t i c a l  per iod  w h i l e  i t s  governmental p o l i c i e s  and d i r e c -  
t i o n s  a r e  be ing  formulated and t h e  Algerian-French r e l a t i o n s h i p  
p a t t e r n  i s  be ing  worked o u t ,  c o n c e n t r a t i n g  i n  t h i s  per iod  on t h e  
most u r g e n t  problems of t h e  needy and unemployed, and of  r ' ' 

t h e  economy. It i s  planned t o  expec t  and encourage r e l i a n  
A l g e r i a  p r i m a r i l y  on a i d  from France,  o t h e r  Western Europe 
F r e e  World c o u n t r i e s  and i n t e r n a t i o n a l  o r g a n i z a t i o n s ,  comb 
w i t h  i ts  own r e s o u r c e s ,  t o  cope wi th  i ts  problems of  rehab1  
t i o n  and l o n g e r  range  development. The United S t a t e s  p l a n s ,  a 
i n  FY 1963  Is beginning,  t o  p rov ide  a s s i s t a n c e  f o r  r u r a l  rehab  
t a t i o n  on  a l i m i t e d  s c a l e  a t  a  l e v e l  sufficient t o  show c o n t i n  
d i r e c t  i n t e r e s t  i n  A l g e r i a n  s t a b i l i t y  a d  pyogress  v h i l e  n o t  c  
veying t h e  i m p l i c a t i o n  of  U.S. i n t e n t i o n  t o  f i l l  t h e  t o t a l  ga 
Alger ian  e x t e r n a l  r e s o u r c e  requirements  unmet from o t h e r  sources .  

Cur ren t  S i t u a t i o n  

S ince  independence,  Alger ia  has demonstrated a  d e s i r e  t o  e s t a b l i s h  
c o o p e r a t i v e  r e l a t i o n s  w i t h  Western n a t i o n s .  French-Algerian b i -  
l a t e r a l  a s s i s t a n c e  agreements have been s igned.  A l g e r i a  has  r e -  
ques ted  a s s i s t a n c e  from t h e  U.N .  S p e c i a l  Fund and i s  encouraging 
a s s i s t a n c e  from o t h e r  f r i e n d l y  c o u n t r i e s .  Premier Ben Bel la  h a s  
encouraged t h e  p a r t i c i p a t i o n  of  f o r e i g n  p r i v a t e  i n v e s t o r s ,  in -  
c lud ing  t h o s e  from t h e  United S t a t e s ,  t o  h e l p  i n d u s t r i a l i z e  
A l g e r i a  a s  w e l l  a s  develop h e r  p o t e n t i a l  r e s o u r c e s .  

The A l g e r i a n  Government h a s  a c t e d  i n  respons ib le  f a s h i o n ,  concen- 
t r a t i n g  on i t s  i n t e r n a l  problems ( o r g a n i z a t i o n ,  s e c u r i t y ,  unem- 
ployment, a g r a r i a n  reform, economic recovery)  and pursu ing  a  mod- 
e r a t e  p o l i c y  toward i ts North Afr ican  neighbors .  

The e x t e n t  of French i n t e r e s t  i n  A l g e r i a  i s  i n d i c a t e d  by t h e  f a c t  
t h a t  over  t h e  p a s t  f i v e  y e a r s ,  80% of  Algerian e x p o r t s  have gone 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

t o  t h e  metropole and more t h a n  80% o f  Alger ian  imports  came from 
France.  

Under t h e i r  b i l a t e r i a l  agreements ,  France r e c e n t l y  agreed  t o  pro-  
v ide  s u b s t a n t i a l  economic a s s i s t a n c e .  I n  ca lendar  y e a r  1963 t h i s  
sum w i l l  be approximately $260 m i l l i o n  f o r  development a i d  and 
budgetary suppor t .  About $200 m i l l i o n  fill be development a i d  
most ly under  t h e  "Constant ine" p lan  which prov ides  f o r  t h e  devel-  
opment of i n d u s t r y  and housing,  a i d  i n  l a n d  re form and improve- 
ment of e d u c a t i o n a l  f a c i l i t i e s .  

E f f e c t i v e  suppor t  was provided by t h e  Alger ian  Government t o  t h e  
American v o l u n t a r y  agenc ies  i n  f a c i l i t a t i n g  t h e  t r a n s p o r t a t i o n  
and d i s t r i b u t i o n  of P.L. 480 f o o d s t u f f s  under l a s t  w i n t e r ' s  mass 
emergency f e e d i n g  program. I n  a d d i t i o n ,  t h e  Government of Alger ia  
(GoA) i s  t a k i n g  s t e p s  t o  conver t  t h e  emergency f e e d i n g  program t o  
a  s e r i e s  of  "Food-for-Work" p r o j e c t s  f o r  t h e  employable elements  
i n  t h e  popula t ion .  

FY 1964 Program 

The FY 1964 Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) program 
assumes t h e  replacement  of t h e  emergency f e e d i n g  program by a  
P.L. 480, T i t l e  I1 "work r e l i e f 1 !  a c t i v i t y ,  d i r e c t e d  a t  r u r a l  
r e h a b i l i t a t i o n  and development. Some need f o r  emergency f e e d i n g  
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for widows, orphans, injured and other unemployables is expected 
to continue, however. The value of the Title I1 and I11 programs 
is estimated roughly at $70 million in Commodity Credit Corpora- 
tion cost plus transportation at current levels. 

Some Development Grant funds will be required to supplement the 
t'Food-for-Worktt program by providing U.S. technicians to guide the 
planning and implementation of the rural rehabilitation projects, 
as well as small hand tools and other commodities to support these 
projects. Development Grant funds would also be used to finance 
a small number of participants. A small amount of development 
lending also may be provided in FY 1964. 

Algeria is expected to receive large external assistance from 
non-U.S. sources. Apart from French aid this year, substantial 
development loans are anticipated from West Germany, Kuwait, and 
the United Arab Republic (uAR); technical assistance and cornmodi- 
ties are likely from Switzerland, Norway, and Yugoslavia; tech- 
nicians and physicians from bloc countries; and aid from U.N. 
technical assistance agencies. 

FY 1964 A. I. D. PROPOSED PROGRAM 

(In millions of dollars) 
FYI963 FYI964 

FY 1962 Estimated Proposed 

Development Grants- Total - 1 .O 2.5 
Agriculture and Natural 
Resources - 0.9 2.3 
General and Miscellaneous - 0.1 0.2 

Supporting Assistance - Total 0.3 0.8 - 
Project 0.2 0.8 - 
Non-Project 0.1 - - 

AGENCY FOR LNT'L. DEVELOPMENT - TOTAL - 
Technical ~oo~./~evelo~rnent Grants . - .................. Developent Loans -- ....................... Other A.I.D. - 

-- 

Obligations and Codtments 
(millions of dollars & dollar equiv.) 

FOOD FOR PEACE (P.L. 480) - TOTAL 2.3 
Title I, Country Uses .............. - 

(Sales ~greements) ............... ( - )  
Title I1 ........................... - .......................... Title I11 2.3 
Title IV ........................... - 

-- 

FY 
1961 

............ EX-IM BANK LONG-TERM LOANS 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. - 
M.A.P. - Credit Assistance ......... - 
Other Military Assistance .......... - 

ASSISTANCE FROM LNT'L. A G E N C F  
................. IBRD - World Bank - 

UN Tech. Ass It. (CY ending in FY) . . * 
... Eur. Econ. Community Devel. Fund 17.7 

. . . . .  SINO-SOVIET BLOC ASSISTANCE (CY) 

70 
+Less than $50,000 
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Country Beckground 

Lrvlual Population Growth ....... 2 -5% 
h-oss National Product (1959)* 

To ta l  ($  illi ion) ............ 1,220 ..... Per Capita GNP ( ~ o l l a r s )  88 

LGRICULTURAL PROD. INDEX (1952-5b=100) 
Per Capita Index ................... 

Cassava (1000 MT) .............. 
:OPPER, Smelter production (1000 MT) . . 
:NTERNATIONAL TRADE ($ Million) 

Tota l  Exports (f .o.b.) ............. 
......................... Copper 

Tota l  Imports ( c . i . f  .) ............. 
Trade Balance .................... 

;OLD & FOREIGN EXCHANGE (End Yr.-$ M i l )  
( o f f i c i a l  holdings) 

Agr icul tura l  Land 
Percent of Area .............. 2% 
Acres per Capita ............. 9 

Literacy Rate .................. 5@ 
Pupi ls  - $ of Pop. ( ~ r i m / ~ e c o n d . )  1s 
Life Expectancy (years)  ........ n.a. ............. People per Doctor 60,300 

* Converted a t  50 CO&O f r ancs  per  U.S. do l l a r .  
a/ - Incomplete. 

- Includes holdings of Ehrinda and Burundi. 

The Republic of t h e  Congo ( ~ e o ~ o l d v i l l e ) ,  t h i r d  l a r g e s t  country on the  
African continent and l a r g e r  than t h e  United S ta t e s  ea s t  of t he  Missis- 
s i p p i ,  is among the  r i c h e s t  i n  Afr ica  i n  n a t u r a l  resources and economic 
development p o t e n t i a l .  It includes t h e  bulk o f  the  immense bas in  of the  
Congo River system with i t s  r i c h  mineral  resources,  v a s t  untapped hydro- 
e l e c t r i c  power po ten t i a l ,  and only p a r t i a l l y  developed a g r i c u l t u r a l  poten- 
t i a l .  The Congo i s  one of t h e  major world producers of copper, cobal t ,  
manganese, diamonds, palm o i l  and kernels ,  rubber, and coffee.  I t s  econonly 
a t  t h e  t ime of independence was s t ronger  and more d ive r s i f i ed ,  and had a 
p e a t e r  per  cap i t a  i n f r a s t r u c t u r e  and c a p i t a l  investment than any o the r  
newly independent t r o p i c a l  African country. 

However, t he re  a r e  important problems i n  t h e  Congo's base f o r  economic 
development. I n  s p i t e  of highly productive p l an t a t ions  and i n d u s t r i a l  corn 
plexes i n  t h e  Katanga, t he  bulk  of t h e  population s t i l l  work i n  subs is tence  
ag r i cu l tu re .  There i s  an  almost t o t a l  Lack of managerial and leadership  
s k i l l s  i n  t h e  p r i v a t e  and publ ic  s ec to r s .  Under t he  Belgians, only about 
one i n  t en  s tudents  completed primary school and a handful had any form of 
secondary education. 

Since independence, t h e  Congo has not had s u f f i c i e n t  s t a b i l i t y  t o  begin a 
comprehensive program of economic, s o c i a l  and p o l i t i c a l  development. When 
independence was p rec ip i tous ly  granted, t he  Congo was unprepared, r e s u l t i n g  
i n  an explosion followed by progress ive  p o l i t i c a l  and economic de t e r io ra -  
t i on .  The i n i t i a l  outburs t  of v io l en t  anti-colonialism touched off  by t h e  
mutiny of t h e  arqy l e d  t o  a col lapse  of physica l  s ecu r i t y ,  Belgian with- 
drawal, t r i b a l  violence and th ree  s eces s ion i s t  movements. The Central  
Government Largely ceased t o  funct ion  a s  an  e f f e c t i v e  p o l i t i c a l  and admin- 
i s t r a t i v e  organism, t r anspor t a t i on  and c o m n i c a t i o n s  broke down and t h e  
econoqy stagnated. The b loc  and r a d i c a l  Afro-Asian n a t i o n a l i s t s  intervened, 
f i r s t  i n  support of t he  e r r a t i c  Iumumba regime and subsequently t h e  Gizenga 
seccess ionis t  movement. 

The U.N. intervened t o  r e s t o r e  order  with t he  f u l l  support of t h e  United 
S ta t e s .  This c o l l e c t i v e  response consis ted  e s s e n t i a l l y  of :  ( a )  a po l i t i co -  
mi l i t a ry  e f f o r t  t o  r e - e s t ab l i sh  s ecu r i t y  and c rea t e  conditions under which 
t h e  Congolese could resolve  t h e i r  d i f f e r ences  and e s t ab l i sh  an e f f e c t i v e  
c e n t r a l  government; ( b )  import a s s i s t a n c e  t o  prevent economic col lapse;  
( c )  key personnel t o  maintain t h e  e s s e n t i a l  adminis t ra t ive  and t echn ica l  
government services ;  and ( d )  i n i t i a t i o n  of long-range t echn ica l  a s s i s t ance  
programs. 
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U.S. ObJectives and Strategy 

Major U.S. objectives i n  t he  Congo are: 

(1) Btablishrnent of a unified, independent s t a t e  and development 
of i n s t i t u t i ons  capable of maintaining po l i t i c a l  s t a b i l i t y  
and i n i t i a t i ng  a program of economic and soc ia l  development; 

(2) Prevention of Soviet penetration and extension of the  cold 
w a r  in to  the Congo; 

ual phasing out of the U.N. operation on terms which w i l l  
ect  c red i t  on the organization and enhance its prest ige 
authority; and 

t of relationships between Belgium and the Congo 
permit Belgium t o  assume the main burden of fu ture  
t o  the  Congo on terms acceptable to the  Congo and 

assistance t o  the  Congo i n  t he  next two t o  
a concentrated and purposeful support of a . This w i l l  requlre both the  provision of 

and f inancial  resources and the  assumption 
p ro le  vis-a-vis t h e  Congolese Government, 
r s  t o  achieve mnximum concentration ana 

s p r io r i t y  problem. U.S. assistance not 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

81w. Grants 

FY 1962 2;;: 3.79b 
.q 

PROPOSED PROGRAM 
I Deveb.  Grants 2.3 

1 k € x l  I& fdbwm omourts. which om included tn the oresentolion for - ~ 

"confribuf;onr lo  Infernofion01 Agencies? F Y  1962, $ 6 3 4  Hill; 
F Y  1963, $4 .4  M t l ;  FY 1964, $5.0 Mill. 

Current Si tuat ion 

Progress i n  the  Congo a t  t h i s  stage must lnainly be reckoned i n  
broad po l i t i c a l  terms. Soviet e f for t s  a t  subversion have been 
f rus t ra ted .  A moderate central  government cooperating with the 
U.N. and the West has been maintained i n  power. The major seces- 
s ion is t  movements have been controlled and in te rna l  securi ty  has 
been substant ia l ly  improved. Despite continued economic stagna- 
t i on  and the  serious threat  of inf la t ion,  t he  economic apparatus 
of the country remains largely in tac t .  In fac t ,  during the  past 
year, exports improved substant ia l ly .  In the  main, though, stag- 
gering numbers of short-run economic, p o l i t i c a l  and administra- 
t i ve  problems remain. However, with the  reintegrat ion of 
Katanga, t he  s i tua t ion  now permits a concentrated e f for t  f o r  
t he i r  solution. 

Some progress has been made on the long-range education and man- 
power problems. The technical assistance program of the U.N. 
Congo Fund, i n  cooperation with U.S. and other b i l a t e r a l  a c t i v i -  
t i e s  has established a number of specialized schools i n  such 
f ie lds  as administration, teacher t ra ining,  agriculture,  public 



Country: CONGO (~eo~oldville) 

Shaded areas are SECURITY CLASSIFIED and 
must not be divulpmd to unnuthorixad indi- 
viduals. All other nuaterial is unrlassifled. 

works, and mining. A comprehensive reorganization of the educa- 
tional system is in progress. Intensive training efforts are 
being conducted in a wide variety of subjects. Assistance is 
being given to Lovanium University to permit a rapid expansion of 
its enrollment. An integrated program of development assistance 
coordinating the efforts of all concerned remains to be achieved 
but prospects for improvement are good. Increasing offers of 
assistance are being received from European countries and multi- 
lateral organizations which should provide a broadly based pool of 
support for a long-term program. 

There are three urgent problems which require immediate and vigor- 
ous action if the progress achieved is not to be jeopardized: 
(a) the development of a new role for the U.N. as coordinator of 
bilateral assistance activities; (b) the implementation of a com- 
prehensive economic stabilization program to contain the serious 
inflation; and (c) the improvement of internal security through 
programs for military and police training. 

With the reintegration of Katanga the emphasis of the U.N. opera- 
tion in the Congo must be shifted from military to civilian activ- 
ities. The continued political weakness of the Congo Government 
makes the maintenance of a U.N. coordinating role essential both 
to achieve the best use of increasing offers of bilateral assist- 
ance and to insulate the Congo Government from pressures from the 
Soviet bloc. 

The future of the Congo is dominated by the spectre of runaway 
inflation. If allowed to continue, inflation will undermine the 
already fragile fabric of Central Government control over the 
provinces and the army and seriously jeopardize the future politi- 
cal stability and internal security of the Congo. Efective con- 
trol of the inflation is essential to political consolidation and 
achievement of U.S. security objectives in the Congo. Nothing 
less than an adequately-financed, well-coordinated and well-staffed 

stabilization program, pursued with resolution and resourceful- 
ness, will avoid runaway inflation and political chaos in the 
Congo. 

The lack of effectively organized, well trained and disciplined 
military and police forces continues to threaten the internal 
security of the Congo. In addition, the bloated military estab- 
lishment constitutes a serious drain on government finances which 
is a major cause of inflation, It is imperative that effective 
training and reorganization programs be carried out under multi- 
lateral auspices as soon as possible. 

FY 1964 Program 

The U.S. program in FY 1964 will be directed almost exclusively 
toward the implementation of a vigorous stabilization and inter- 
nal security strategy and will be closely integrated with the 
contributions of the U.N. and other donors in a coordinated 
effort. Funds for import support will be shifted to long-term 
loans beginning in FY 1964, supplementing the maximum possible 
use of P.L. 480, Title I sales. Contributions to the Congo Fund 
(technical assistance) may be as high as $5.0 million in FY 1964 
depending on the progress of the U.N. in gearing the activities 
of the Fund to the stabilization program, but it is not intended 
that the U.S. contribution to the Fund (requested in the "Contri- 
butions to International Organizations " appropriatioh) will exceed 
50% of the total. Development Grant activity for FY 1964 is 
planned at a level of $2.3 million, mostly concentrated on direct 
support of stabilization and internal security. Other Development 
Grant projects are proposed for equipment and training of civil 
police and the customs service, for training of finance services, 
for support of the National School of Law and Administration and 
continuation of the English language training program. 
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(1n mil l ions  of do l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

FINANCIAL DATA - 
Development Grants - Total  3.6 3.0 2.3 

Agriculture and 
Natural  Resources 1 . 3  0.8 - 

Education 1 .7  1 . 0  0.2 
Public Safety  and 

Public Administration 0.4 0.8 1 . 6  
Generai and iviiscelianeous 0.3 0.4 0.5 

~ e o b l i ~ a t i o n s  During Fi 1962 -0.1 xx xx 

Supporting Assistance - 
Non-Pro,iect 

In ternat ional  Organizations 
and Programs b/ (25. 4)d ( 4 . 4 ) d  (5. o ) ~  
Food f o r  Peace, T i t l e s  I & IV: 

Country Uses 11.0 27.5 27.0 
( s a l e s  Agreements ) (12.2) (30.5) (30.0) 

Mil i t a ry  Assistance Program - 3.4 - d 

Represents contributions from "International Organizations 
and Programs" appropriations t o  U.N. f o r  commodity a s s i s t ance  
t o  t h e  Congo shown here f o r  comparability. 
Deta i ls  i n  Section on Contributions t o  Internat ional  Organiza- 
t i o n s .  Shown here f o r  information only. 

4 Consists of $5.2 mil l ion f o r  U.N. technical  ass is tance and 
$20.2 mil l ion f o r  m i l i t a r y  purposes. 

d/ For U.N. technical  ass is tance.  See section on Contribztions 
d 

t o  In te rna t iona l  Organizations. 
FQdest program ant ic ipated.  k g n i t u d e  unknown a t  t h i s  time. 
Programs w i l l  be funded from the ''Special Africa MAP Program. " 

Obligations and Commitments 
(mill ions of do l l a r s  & do l l a r  equiv.) 

AGENCY FOR INT'L. DEWPMENT TOT&L - 
Technical ~ o o ~ . / ~ e v e l o ~ m e n t  Grants . .................. Development Loans ....................... Other A . I . D .  

FOOD FOR PEACE (P.L. 480) - TOTAL 
T i t l e  I, Country Uses .............. 

( s a l e s  ~ ~ r e e m e n t s )  ............... ........................... 5 t h  I1 .......................... T i t l e  I11 ........................... T i t l e  I V  

........... EX-IM BANK LONG-TERM LOANS 

OTHER U.S. ECONOMIC ASSISTANCE ....... 
M ~ T A R Y  ASSISTANCE~ ................. M.A.P. - G r a n t  Aid ......... M.A.P. - Credit  Assistance 

Other Mil i tary  Assistance .......... 
ASSISTANCE FROM INT'L. AGENClES 

.................. IERD - World Bank 
UN Tech. Ass I t .  (CY ending i n  FY) . . 
Eur .  Econ. Community Devel. Fund ... 

..... SINGSOVIET BLOC ASSISTANm (CY) - 
LQAN $ REPAYMEXCS & INTEREST ......... 

g/ Lnnual d x  a r e  net  del iver ies .  
b/ Includes $30.0 mil l ion loaned t o  Belgium Government f o r  

Congo. 
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T h i s  s e c t i o n  pre t ' a rcs  t h c  d t z c u s r i o n s  of' Knlya, I -~qgarlyika,  
Uganda and Zanzitlar,  fo rmer ly  known a s  b r i t i s h  E a s t  Af'rica. 
Tanganyika arid Uganda ]lave hcqulreu l u l l  I ~ I U ~ P ' ~ . I U ~ ~ I C L ' ,  W I L L  ~ t :  

p r e l i m i n a r y  s t e p s  tnw?rd the jndependencs of '  KCIYR and L a n 7 i t ~ r  
a r e  procee3ing.  S t r o n g  r e g i o n a l  t i e s  c o n t i n u s  among t h e  f o u r ,  
which t h e  United S t a t e s  woad l i k e  t o  s e e  stretygthened and  
expanded. 

The economies o f  a l l  f o u r  c o u n t r i e s  r e l y  heav i ly  on a g r i c u l t u r e  
f o r  income, a l though  Kenya's i n d u s t r y  and c o m e r c e  a r e  s i g n i f i c a n t .  
Uganda's and Z a n z i b a r ' s  economies a r e  l e a s t  d i v e r s i f i e d  i n  t h e  
overwhelming re1 i a n c e  on c o t t o n  and c o f f e e  i n  the former,  c l o v e s  
and cozonut  p roduc ts  i n  the  l a t t e r .  T r i b a l ,  e t h n i c  and s e c t i o n a l  
d i f f e r e n c e s  a r e  p r e s e n t  throughout  t h s  a r e a  but o f f e r  t h e  g r e a t 2 s t  
p o t e n t i a l  danger i n  Kenya and Zanzibar .  The e n t i r e  a r e a  s u f f e r s  
from a  s h o r t a g e  of  sufficient.1)- t r a i n e d  manpower. 

Tanganyika has  been independent l o n g  enough t o  e s t a b l i s h  key 
n a t i o n a l  p o l i c i e s  and gain s u p p o r t  f o r  i t s  development program, 
w h i l e  r e c e n t l y  independent Uganda is  w e l l  on the way t o  do ing  so.  
I n  Kenya and Zanzibar ,  Af r icans  have been playing an i n c r e a s i n g l y  
a c t i v e  r o l e  i n  government d e c i s i o n s  b u t  t r u l y  n a t i o n a l  determina-  
t i o n s  can only be made a f ' t e r  independence. 

-. 
Lnere a r e  a  number o f  e x i s t i r i g  r e g i u n a l  l l n k s  i n  E a s t  A f r i c a  
i n c l u d i n g  p r o v i s i o n  f o r  f r e e  t r a d e  i n  t h e  a r e a .  The E a s t  Afr ican  
Currency Board i s s u e s  a  common cur rency .  The E a s t  A f r i c a  Common 
S e r v i c e s  Organiza t ion  a d m i n i s t s r s  t h e  r a i l w a y s  and h a r b o r s ;  p o s t a l  
and communications s e r v i c e s ;  c i v i l  a v i a t i o n ;  c o l l e c t i o n  of  income 
t a x e s ;  customs d u t i e s  and e x c i s e  t a x e s ;  meteorology; p r e p a r a t i o n  
o f  s t a t i s t i c s ;  and a g r i c u l t u r a l ,  medica l  and i n d u s t r i a l  r e s e a r c h .  
A U n i v e r s i t y  o f  E a s t  A f r i c a  h a s  r e c e n t l y  been e s t a b l i s h e d  which 
i n c o r p o r a t e s ,  under  g e n e r a l  d i r e c t i o n ,  t h e  Royal Col lege ,  Nai rob i ;  
Makerere Col lege ,  Kampala; and U n i v e r s i t y  College,  Dar e s  Salaam. 

The maintenance of  t h e s e  k i n d s  of  t i e s ,  avoiding w a s t e f u l  dupl ica -  
t i v e  e f f o r t s  and r e t a i n i n g  f r e e  t r a d e ,  i l l u s t r a t e  p o s s i b i l i t i e s  of  
e f f e c t i v e  economic coopera t ion  i n  t h i s  a r e a .  Such coopera t ion  
c o u l d  prov ide  a  b a s i s  f o r  t h e  emergence of some form o f  p a l i t i c a l  
f e d e r a t i o n  under  r e s p o n s i b l e  A f r i c a n  l e a d e r s h i p  which could  serve 
t o  s u b o r d i n a t e  t h e  d i v i s i v e  r e g i o n a l  and t r i b a l  r i v a l r i e s  endan- 
e r i n g  t h e  s t a b i l i t y  of  i n d i v i d u a l  c o u n t r i e s .  

The Agency f o r  I n t e r n a t i o n a l  Development (A. I.D. ) p l a n s  r e g a r d i n g  
E a s t  A f r i c a n  reg iona l i sm a r e :  

1. t o  r e g a r d  t h e  advocacy of a n  E a s t  A f r i c a  Federa t ion  a s  a  func- 
t i o n  of  A f r i c a n  l e a d e r s h i p  whil e d i s c r e e t l y  encouraging 
o t h e r s  t o  suppor t  t h i s  l e a d e r s h i p ;  

3 .  w h i l e  l o o k i n g  t o  t h e  U.K.  a 3  t h e  p r i n c i p a l  donor i n  r e g i o n a l  
a s  w e l l  a s  ind iv idua l  count ry  a s s i s t a n c e ,  t o  r e c o g n i z e  t h e  
g i ~ a l o i  ~ ; ~ f ~ b u l L J  vf t:l~, a 2 L "A .d , ,.,\>A 7 -  , - - . - h e -  y u ~ ~ A  2 -  L A *  
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r e g i o n a l  i n t e r r e l a t i o n s h i p s  and be prepared t o  advoca te  a  more 
a c t i v e  r o l e  f o r  o t h e r  donors;  and 

3. t o  extend and u r g e  o t h e r  donors  t o  ex tend  b o t h  t e c h n i c a l  and 
c a p i t a l  a s s i s t a n c e  t o  r e g i o n a l  o r g a n i z a t i o n s  on terms a s  
advantageous a s  those  provided i n d i v i d u a l  c o u n t r i e s  i n  E a s t  
A f r i c a .  

I n  a d d i t i o n  t o  t h e  program g o a l s  s t i p u l a t e 3  f o r  each  count ry ,  
A .  I . D .  w i l l  a s s i s t  t h e  i n d i v i d u a l  governments t o  "Afr ican ize"  
r e g i o n a l  i n s t i t u t i o n s  a s  r a p i d l y  a s  p r a c t i c a b l e  c o n s i s t e n t  w i t h  
t h e  maintenance of  e f f i c i e n c y  th rough  a s s i s t a n c e  i n  t r a i n i n g  and 
~ e c h n i c a i  adv ice .  'ihr.uugi~ specLl"ic a i d  t o  tlie S n i - ~ e r s i t ~  o f  E a s t  
A f r i c a ,  A . I . D .  hopes t o  promote r e g i o n a l  c o o p e r a t i o n  i n  u n i v e r s i t y  
educa t ion .  

ZANZIBAR 

Because of Z a n z i b a r ' s  l i m i t e d  importance t o  U.S. i n t e r e s t s ,  t h e  
d e s c r i p t i o n  of  f i . 1 . D . ' ~  r o l e  i n  t h a t  count ry  i s  t r e a t e d  i n  t h e  
f o l l o w i n g  m a t e r i a l ,  r a t h e r  than  under  a  s e p a r a t e  s e c t i o n .  

The P r o t e c t o r a t e  of  Zanzibar  is  composed of t h e  i s l a n d s  o f  
Zanzibar  and Pemba, a s  w e l l  a s  nominal t i t l e  t o  a  long  s t r e t c h  
o f  t h e  Kenya c o a s t .  Pre-independence e l e c t i o n s  a r e  expected t o  
be he ld  i n  mid-1963 w i t h  independence from B r i t a i n  l i k  
f o l l o w  i n  e a r l y  I s 6 4  i f  p roper  c o n d i t i o n s  e x i s t .  Zanz 
approaches independence w i t h  problems o f  Arab-African 
h a t r e d ,  Cammunist subvers ion ,  and economic s t a g n a t i o n .  

Z a n z i b a r ' s  f i n a n c i a l  p o s i t i o n ,  based e n t i r e l y  on a n  a g r i c u l t u r a l  
economy, h a s  been d e t e r i o r a t i n g ,  w i t h  o p e r a t i n g  budget  d e f i c i t s  
becoming more s e v e r e  each  y e a r .  The p r i n c i p a l  s o u r c e s  o f  govern- 
ment revenue a r e  import  and e x p o r t  d u t i e s ,  b u t  t h e s e  have d e c l i n e d  
w i t h  t h e  f a l l o f f  i n  t h e  genera l  economy. The Arab and Asian minor- 
i t i e s  i n  t h e  t o t a l  popula t ion  o f  300,000 dominate t h e  economy. 
Many of t h e  230,000 Afr icans  l i v e  a s  t e n a n t s  on Arab o r  Asian 
l a n d .  Race r e l a t i o n s  have been s e v e r e l y  s t r a i n e d  s i n c e  e l e c t i o n  
r i o t s  i n  June 1961, and s e c u r i t y  h a s  been main ta ined  on ly  by 
presence  o f  B r i t i s h  t roops .  

A s s i s t a n c e  from b o t h  t h e  S o v i e t  and Chinese Communists has  been 
encouraged by t h e  two l e a d i n g  Arab and Afr ican  dominated p a r t i e s .  
T h i s  has  t aken  t h e  form o f  s c h o l a r s h i p s ,  v i s i t s  t o  Communist 
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countr ies ,  propaganda ma te r i a l  and f i n a n c i a l  a id  t o  p o l i t i c i a n s ,  
and has been l a r g e  i n  r e l a t i o n  t o  Zanzibar 's  s i z e  and importance 
i n  Africa.  

U.S. i n t e r e s t s  i n  Zanzibar look to the  establishment of a respon- 
s i b l e  government which w i l l  resist  Comunis t  pressirres and 
diminish r a c i a l  hatred;  and unhampered funct ioning of the  NASA 
"Project Mercury" s t a t i o n .  A . I . D .  a s s i s t ance  is  d i r ec t ed  t o  
providing a minimum "presence" and facilitating p a r t i c u l a r  U.S. 
requirements Such as the  ' 'Project Mercury" i n s t a l l a t i o n . ,  A.I.D. 
plans @a depend upon the  U.K. t o  bear the  major r e s p o n s l b l l l t y  
f o r  Zanzibar, and plans t o  encourage the  provision of opportu- 
n i t i e s  f o r  education and spec ia l  t r a i n i n g  by o the r  Western 
sources.  

In FY 1964 A . I . D .  proposes t o  provide approximately $30,000 f o r  
t r a i n i n g  i n  the  United S t a t e s  t o  prepare Zanzibar personnel f o r  
government serv ice .  Assistance i s  t o  be provided Zanzibar f o r  
cons t ruc t ion  of a co-educational teacher t r a i n i n g  college.  

FY 1964 A .  I . D .  PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

F'I 1962 Estimated Proposed 

Development Grants - Total  0 . 1  - 0.4 

Education - - 0 .4  
General & Miscellaneous 0 . 1  - - 

F INANC IAL DATA 

Obligations and Commitments FY FY FY 
 i ill ions of d o l l a r s  & d o l l a r  equiv.)  1961 1962 1946-1962 

AGENCY FOR INT'L DEVELOPMENT-TOTAL - 0.1  0.1 
Technical ~ o o ~ . / ~ e v e l o ~ m e n t  Grants. - 0 .1  0.1 

FO9D FOR PEACE (PL h80) - TOTAL - I+ I* 

T i t l e  III... ....................... - 

ASSISTANCE FROM INT'L AGENCIES 
UN Tech. Ass't. ( C Y  ending i n  FY).. 0.1 0.1 0.4 

?:Less than $50,000 
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KENYA 

C O N G O  8 R W A N D A  .......... B U R U N D I  

S O U T H  
A F R I C A  

Country Background 

....... Annual Population Growth 3.M 
Gross National Product (1961)* 

Total  ($ Million) ............ 675 
Per Capita GNP (Dollars) ..... 80 

AGRICULTURAL PROD. INDEX (l952-5k=lOO) ................... Per Capita Index ................. corn (1000 MT) 

ELECTRIC POWER OUTPUT(KWH per  capita)!/ 

INTERNATIONAL TRADE ($  illi ion) v 
Total  Exports ( f  .o.b.) ............. ......................... Coffee 
Tota l  Imports ( c  . i . f .1  ............. 

Trade Balance .................... 
.... COST OF LIVING INDEX (1959=100)~!. 

(Nairobi)  

Agr icul tura l  Land 
Percent of Area .............. 28% 
Acres per  Capita ............. 2 

Li teracy Rate .................. 20-25% 
Pupi ls  - % of Pop. ( ~ r u n / ~ e c o n d . )  10% 
Life  Expectancy (years)  ........ n.a. ............. People per  Doctor 10,700 

1960 - 1959 - - 1962(Est)  1961 - 

Kenya occupies a p i v o t a l  pos i t i on  i n  East Africa,  having t r a d i t i o n a l  eco- 
nomic t i e s  with Tanganyika, Uganda and Zsnzibar. IUnternance of a s*ble 
AP'rican g w e r r r m ~ t  foIlowing Xenynn independence could con t r ibu te  t o  a 
t d e r a t i o n  o f  Wt African = t i o w .  

Kenya i s  now passing through a period of r ap id  p o l i t i c a l  and cons t i t u t iona l  
change i n  a d r ive  f o r  independence by ea r ly  1964. The hazards of t r ans i -  
t i o n  a r e  heightened by in t ense  r i v a l r i e s  between c e r t a i n  t r i b a l  groups and 
between t h e  two African p a r t i e s  which form an uneasy governmental coali-  
t i on .  Adding t o  t h e  tens ions  of change i s  t h e  dominant pos i t i on  of t h e  
300,000 non-Africans i n  t h e  economy. 

The uncer ta in ty  t h a t  has exis ted  f o r  t h e  p a s t  two years  a s  t o  t he  r o l e  
Europeans w i l l  be permi t ted  t o  p lay  i n  an independent Kenya has led  t o  a 
decrease i n  p r i v a t e  investment, an  outflow of c a p i t a l  and emigration of 
white s e t t l e r s  and expa t r i a t e  c i v i l  servants .  The consequence has been 
chronic unemployment, a de t e r io ra t ion  i n  t h e  cash economy and a r r e s t ed  
growth. 

* Converted a t  $2.80 per  pound. v - Includes t r ade  with Tanganyika & Uganda. 
a/- Includes imports from Tanganyika c/ - Food p r i ce s  f o r  Africans.  
- and Ueanda. 

Kenya possesses a s u b s t a n t i a l  amount of highly productive land, r e l a t i v e l y  
advanced i n s t i t u t i o n s  (corumunications, marketing system, f i n a n c i a l  i n s t i t u -  
t i ons ,  e t c .  ) and a smal l  bu t  s i g n i f i c a n t  i n d u s t r i a l  base which contributed 
t o  a credi table  r a t e  of economic growth p r i o r  t o  1960. Kenya r e l i e s  on a 
few cash crops f o r  export earnings and s u b s t a n t i a l  economic development i s  
l imi t ed  by t h i s  dependence. Since indust ry  and commerce a r e  dependent t o  a 
l a r g e  degree on European consumers, these  s ec to r s  w i l l  probably contr ibute  
l e s s  than they have i n  t he  pas t  t o  t h e  country's  growth u n t i l  African par- 
t i c i p a t i o n i n  t h e  cash economy reaches a higher l eve l .  

Kenya's f i nanc ia l  pos i t i on  s ince  1961 has been character ized  by a substan- 
t i a l  operating budget d e f i c i t ,  covered by U.K. grants ,  and by almost com- 
p l e t e  dependence on fo re ign  a s s i s t ance  f o r  i t s  development budget. 
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U.S. 01 j e c t i v e s  and S t r a t e m  

U.S. i n t e r e s t s  i n  Kenva. e iven  t h a t  c o u n t r v ' s  cont inued deoendent 
s t a t u s  and p r e s e n t  p o l i t i c a l  and economic out look,  focus  on t h e  
achievement of  a n  o r d e r l y  t r a n s i t i o n  t o  independence under con- 
d i t i o n s  t h a t  w i l l  encourage t h e  es tab l i shment  of  a  s t a b l e  respon- 
s i b l e  government which r e s p e c t s  t h e  i n t e g r i t y  of i t s  neighbors  and 
t h e  r i g h t s  of  a l l  of i t s  c i t i z e n s .  Related U.S. i n t e r e s t s  a r e :  
promotion o f  a  development e f f o r t  o f  s u f f i c i e n t  b r e a d t h  t o  m i n i m i ~ e  
s o c i a l  and p o l i t i c a l  u n r e s t ,  t h e  d e n i a l  of  s e n s i t i v e  a r e a s  o f  gov- 
ernment and econoq- t o  t h e  b loc ,  t h e  maintenance o f  E a s t  Afr ican  
r e g i o n a l  t i e s  and economic coopera t ion ,  and the encouragement of  a  
cl h a t e  conducive t o  p r i v a t e  investment .  

Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) w i l l  encourage t h e  
U.K.  t o  con t inue  budget suppor t ,  t e c h n i c a l  a s s i s t a n c e  and develop- 
menL financing, and w i l l  seek t o  maxiaize o ther  Free World a i d .  
Suppor t  from t h e  U . K .  i s  es t imated  a t  $39 mi l l ion  ($15 m i l l i o n  i n  
l o a n s )  i n  FY 1963, a n  i n c r e a s e  over FY 1961 and FY 1962 r e s p e c t i v e l y  
o f  $17 m i l l i o n  and $4 m i l l i o n .  West Germany provided l o a n s  and 
g r a n t s  of  about  $? m i l l i o n  i n  FY 1963, and Japan and I s r a e l  a r e  
p r o v i d i n g  t e c h n i c a l  a s s i s t a n c e .  The I n t e r n a t i o n a l  Bank f o r  Recon- 
s t r u c t i o n  and Development (IBRD) h a s  made loans o f  $14 m i l l i o n  t o  
h e l p  f i n a n c e  r o a d s  and land r e s e t t l e m e n t  and a g r i c u l t u r a l  develop- 
ment p r o j e c t s .  

A . I . D .  a s s i s t a n c e  i s  designed t o  suppor t  t h a t  o f  o t h e r  donors  and 
prov ide  evidence of  U.S. confidence i n ,  and goodwill toward Kenya 
and i n t e r e s t  i n  her  development under democratic self-government. 

C u r r e n t  S i t u a t i o n  

Kenya possesses  a  s u b s t a n t i a l  amount of  highly produc t ive  land ,  
r e l a t i v e l y  advanced i n s t i t u t i o n s  (communications, market ing sys-  
tems, f i n a n c i a l  i n s t i t u t i o n s ,  e t c  .) and a  smaU b u t  s i g n i f i c a n t  
i n d u s t r i a l  base which c o n t r i b u t e d  t o  a  c r e d i t a b l e  r a t e  of economic 
growth p r i o r  t o  1960. She i s  a l r e a d y  mobil iz ing h e r  r e s o u r c e s  by 
s e t t l e m e n t  of  Afr icans  on l a n d s  o f  high p o t e n t i a l ,  improvement o f  
a g r i c u l t u r a l  f i e l d  s e r v i c e s ,  s t r e n g t h e n i n g  of  c o o p e r a t i v e s ,  expan- 
s i o ?  of  secondary and h igher  educa t ion  f a c i l i t i e s ,  and by t r a i n i n g  
Afr icans  f o r  t h e  p u b l i c  s e r v i c c  * By t h e s e  measures, t h e  80% of  ' Kenya's  p o p u l a t i o n  now engaged I n  s u b s i s t e n c e  a g r i c u l t u r e  may be 
a b l e  t o  p a r t i c i p a t e  i n  t h e  c o u n t r y ' s  economic growth and become 
b e t t e r  equipped t o  govern themselves.  

A . I . D .  p rov ides  e s s e l q t i a l  a s s i s t a n c e  i n  a  number of  t h e s e  a r e a s .  
Educat ion p r o j s c t s  have included c o n s t r u c t i o n  of secondary schools ,  
de rno l~s t re t ion  of t h e  p r a c t i c a l i t y  o f  day schools i n s t e a d  of  t r a d i -  
t i o n a l  hoard ing  schools ,  and i n c l u s i o n  of  vocat ional  a g r i c u l t u r e  
and i n d u s t r i a l  a r t s  courses  i n  t h e  r e g u l a r  school curr iculum. 
U.S. t e c h n i c i a n s  have a s s i s t e d  i n  improving the competence of  t h e  - 7 7 
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a g r i c u l t u r e  ex tens ion  s t a f f ,  and an A.1.D.-sponsored U.S. un iver -  
s i t y  i s  t r a i n i n g  t h e  f u t u r e  f a c u l t y  o f  E a s t  A f r i c a ' s  major a g r i -  
c u l t u r a l  c o l l e g e .  F a c i l i t i e s  f o r  t h e  Kenya I n s t i t b t e  o f  Adminis- 
t r a t i o n  and a  p o r t i o n  of t h e  f a c u l t y  a r e  be ing  provided by A . I . D .  
t o  t r a i n  A f r i c i a n s  f o r  c i v i l  s e r v i c e .  A Food f o r  Peace p r o j e c t ,  
fo l lowing  a  severe  drought  and f l o o d s  i n  1961-1962, provided 
famine r e l i e f  f o r  more t h a n  500,000 people.  

I n  1962 t h e  IBRD reviewed t h e  economic p o t e n t i a l  of  Kenya and 
made recommendations designed t o  a s s i s t  t h e  Government i n  devel-  
opment p lanning  f o r  t h e  n e x t  f o u r  y e a r s .  Should t h i s  p l a n  be 
adopted by an independent Government of  Kenya, it w i l l  g ive  sound 
d i r e c t i o n  t o  t h e  f o r m u l a t i o n  o f  p o l i c i e s  t o  f u r t h e r  expand and 
s t i m u l a t e  t h e  economy. 

FY 1964 Propram 

The proposed U.S. a s s i s t a n c e  l e v e l  f o r  FY 1964 i s  approximately 
$3.0 m i l l i o n  i n  g r a n t s ,  about  t h e  same a s  i n  FY 1963. A. I . D .  w i l l  
d i r e c t  t h i s  a s s i s t a n c e  toward r e a l i z i n g  t h e  f o l l o w i n g  goa ls :  

1. Agr icu l tu re .  Kenya hopes t o  i n c r e a s e  s u b s t a n t i a l l y  c a s h  mar- 
k e t i n g ~  of  Afr ican  c r o p  and l i v e s t o c k  producers  by improving 
ex tens ion  s e r v i c e s .  S e l e c t e d  Afr icans  w i l l  be provided t r a i n -  
i n g  i n  t h e  United S t a t e s  f o r  h igher  l e v e l  p o s i t i o n s  be ing  
vacated by e x p a t r i a t e  o f f i c e r s .  Rural  youth  and home economics 
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programs a r e  being introduced. Addit ional  farmer t r a i n i n g  ten- 

t e r s  w i l l  be cons t ruc tsd  t o  accommodate an expanded program of 
s h o r t  t r a i n i n g  courses f o r  farmers and t h e i r  wives. U.S. exper ts  
w i l l  continue t o  a s s i s t  i n  r e sea rch  and t o  give technica l  advice. 
A . I . D .  has cont r ibuted  t o  t he  cons t ruc t ion  of t he  Eas t  Africa 
Veter inary  School and w i l l  provide p a r t  of t h e  f a c u l t y  and advice 
on the  curriculum. 

2. Education. Continued a s s i s t ance  i s  planned t o  increase t he  an- 
nual  number of secondary school graduates.  A . I . D .  w i l l  cons t ruc t  
s eve ra l  new secondary schools and provide p a r t  of t he  f a c u l t y  f o r  
a  new teacher t r a i n i n g  co l l ege .  U.S. technic ians  w i l l  a s s i s t  i n  
t h e  r e d i r e c t i o n  of the  educational  system t o  make it re l evan t  t o  
Kenya? s  needs. 

3. Government Management. To t r a i n  Africans f o r  jobs being vacated 
by expa t r i a t e s ,  an American team of f i v e  s p e c i a l i s t s  w i l l  t each  
and advise on curriculum, t r a i n i n g  methods and research  a t  t he  
Kenya I n s t i t u t e  of Administrat ion.  Training i n  the  United S t a t e s  
w i l l  be provided f o r  candida tes  f o r  key jobs i n  public adminis- 
t r a t i o n .  

4.  Community Development. A . I . D .  w i l l  provide a s s i s t ance  i n  t r a i n -  
ing and demonstration p r o j e c t s  f o r  t h e  development of e f f e c t i v e  
community organiza t ions  t o  ca r ry  ou t  se l f -he lp  p ro j ec t s .  

FY 196L A . I . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total  - 2,2 2.0 
Health and San i t a t i on  - 2.2 

Development Grants - Total  3.2 3.1 3.1 

Agric. & Natural Resources 0.7 1 . 0  1 . 3  
Education 0 .1  0.7 0.7 
Publ ic  Safe ty  & Publ ic  Admin. 1 .0  0.6 0.4 
Comm. Dev. & S o c i a l  Welfare 0 .1  0 .2  0.2 
General & Miscellaneous 0 .3  0.6 0.5 

Non-Project 1.1 - - 

Deobligations During FY 1962 -0.1 xx xx 

Support ing Assistance - Totdl +t - - 
Non-Project x - - 

Less than  $50, '~ i0 .  

AGENCY FOR INT 'L . DEVELOPMENT - T O W  0.3 
Technical ~oop. /~evelopinent  Grants . 0.2 
Development Loans .................. - 
Other A . I . D .  ....................... 0.1 

FOOD FOR PEACE (P .L. 480) - TOTAL 1 - 5  
T i t l e  I, Country Uses .............. - 

(Sales ~g reemen t s )  ............... ( -) 
T i t l e  I1 ........................... 1.4 
T i t l e  I11 .......................... 0.1 
T i t l e  I V  ........................... - 

EX-IM BANK LONG-TERM LOANS ............ 
OTHER U.S. ECONOMIC ASSISTANCE ........ 
MILITARY ASSISTANCE .................. M.A.P. - Grant Aid 

M.A.P. - Cred i t  Assistance ......... - .......... Other Mi l i t a ry  Assistance - 

ASSISTANCE FROM INT 'L. A G E N C F  
IBRD -World Bank........... ........ - 
UN Tech. Ass ' t .  (CY ending i n  FY) ... 0.1 
UV Special Fund ..................... - 

SINO-SOVIET BLOC ASSISTANCE (CY) ..... - 

.......... LOAN $ REPAYMENTS & INTEREST - 

than $50,000 

Obligations and Cormnitments 
(mi l l ions  of  d o l l a r s  & d o l l a r  equiv.) 

FY 
1961 

FY 
1962 

FY 
1946-1962 
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Tanganyika- BASIC ECONOMIC DATA 
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Populolion 9 .6  mil 

Areo (sq mi.) 3 6 2 . 0 0 0  I 
Country Background 

Iimual Population Grovth ....... 1.8% Agricul tura l  Land 
............ boss National Product (1961)* Percent of Area .; 15% 
............. Total ($  illi ion) ............ 555 Acres per Capita h 

Per Capita GNP (Dollars) ..... 59 Literacy Rate .................. 510% 
Pupils - % of Pop. ( ~ r i m / ~ e c o n d . )  6% 
Life People Expectancy per Doctor (years) ............ ........ .16,800 ".a. 

IGRICULTURAL PROD. INDM (1952-5b=100) 139 1118 lL& l h6  
Per Capita Index ................... 128 133 127 127 ..... Sorghum & Millet  (1000 MT) 1,006 995 9111 975 

a/ 
CLECTHIC POWER (KWH per capita)- .  2 2 23 2h 25 ..... 
INTERNATIONAL TRADE ($ ~ i l 1 i o n ) y  

Total  Exports ( f  .o.b.) ............. 136 161 IhO 
S i s a l .  ......................... (37) ( h3) ILL ( 39) (38) 

Total  Im?orts ( c  . i . f  .) ............. - 119 - 132 - l h l  - Ill0 
Trade Balance .................... +17 +29 + 3  

:OST OF LIV~NG INDEX (1958=100) ...... 98 99 100 100 
(Dar e s  Salaam) 

Converted a t  $2.80 per pound. - b/ - Includes t rade  with Kenya and Uganda. 
!/ - Includes exports t o  Kenya. 

Tanganyika, a republ ic  l a r g e r  than France and Germany combined, but with 
only 9.6 mil l ion people, became independent i n  December 1961, following 
adminis t ra t ion a s  a B r i t i s h  !Trusteeship s ince  World War I. Tanganyika i s  
l e d  by t h e  a s t u t e  and popular Ju l ius  Nyerere who was inaugurated a s  t h e  
country's f i r s t  President i n  December 1962. Faced with the  enormous obsta- 
c l e s  of poverty, a l a rge ly  i l l i t e r a t e  population, and a paucity of educated 
leaders ,  the  slogan "Uhuru na Kasi" (Freedom and work) continues t o  s e t  
t h e  na t iona l  tone. Nonracialism has been confirmed a s  t h e  o f f i c i a l  policy 
of t he  Government and of the  Tanganyika African National Union, t h e  only 
p o l i t i c a l  party.  Although c e r t a i n  l e g i s l a t i o n  has been passed which could 
provide a bas is  f o r  au thor i t a r i an  exerc ise  of power, t h e  Tanganyika Govern- 
ment's policy o r i en ta t ion  under Nyerere's leadership  has generally been 
moderate and t h e  country continues t o  provide a constructive influence i n  
%s t  African a f f a i r s .  

The t a sk  facing Tanganyika, i f  it i s  t o  achieve s ign i f i can t  economic prog- 
r e s s  i s  a g igant ic  one. The country's  per  capi ta  Gross National Product 
(GNP) of $59 i s  extremely low. %sic  f a c i l i t i e s  i n  t ranspor ta t ion and 
communications a r e  generally lacking. Nearly a l l  of t h e  approximately 
9,500,000 Africans l i v e  l a rge ly  i n  t h e  subsis tence  sector .  % s t  s k i l l e d  
posi t ions  a r e  held  by t h e  20,000 Europeans and 70,000 Asians l i v i n g  i n  the  
country. Although few Africans have ever received t r a in ing  i n  managerial, 

professional,  technical  o r  c l e r i c a l  f i e l d s ,  t h e  government i s  under tremen- 
dous popular pressure to  "Africanize" a s  quickly a s  possible.  Some l o s s  of 
administrative ef f ic iency,  pa r t i cu la r ly  i n  l o c a l  government, i s  already i n  
evidence through replacement of expatr ia tes ;  however, t h e  Government i s  
attempting t o  br ing i n  personnel from o the r  countries t o  f i l l  key operating 
posi t ions  u n t i l  such time a s  s u f f i c i e n t  numbers of Africans have received 
higher-level t ra in ing.  

I n  1961 Tanganyika adopted a three-year publ ic  sec to r  Development Plan of 
$67.2 mill ion based on a survey ca r r i ed  out by t h e  In t e rna t iona l  Bank fo r  , , 
Reconstmction and ~eve lopmen t  (IBRD). Majog emphasis of t h e  Plan i s  i n  t h e  
f i e l d s  of agr icul ture ,  education, and t ranspor ta t ion.  The Government i s  
l a rge ly  successful i n  meeting operating budget cos ts  but must r e l y  almost 
e n t i r e l y  on outs ide  donors f o r  addi t ions  t o  i t s  c a p i t a l  f a c i l i t i e s .  The 
U.K. has been t h e  p r inc ipa l  a i d  donor. The United S ta t e s  i n  December 1961 
committed $10 mil l ion of development loans t o  a s s i s t  t h e  Plan pursuant t o  
Section 2Cr2(b) of t he  Foreign Assistance Act of 1961. The West German 
Government a l so  has made an $8.7 mi l l ion commitment. Additional a s s i s t ance  
i s  contemplated from t h e  IBFD/International Development Association (IDA). 
Other external a i d  donors i n  Tanganyika a r e  t h e  Nordic Council, I s r a e l ,  
France, Yugoslavia and t h e  Soviet  bloc. 
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U.S. Objectives and Strategy 
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responsible and s tab le  government so t ha t  Tanganyika's leadership 
i n  African a f f a i r s  w i l l  remain a moderating element. The achieve- 
ment of t h i s  policy objective i s ,  t o  a large extent, dependent on 
a sat isfactory r a t e  of economic and soc ia l  development of Tangan- 
yika i n  response t o  the demands of significant elements of the  
population. 

Other U.S. in te res t s  re3ated t o  Agency fo r  International 
men% (A.T.D. f a s s 5 s b ~ c e  are denial  of sensi t ive areas  of 
gwermnent and econqy to t h e  bloc, continued rel iance on 
sources f o r  t h e  major portion of ecommic and technical ai 
continued support by 'hnganyika of corrmmn East African eco 
t l eg  and c7zttenq ~r1"o-ngment.8. 

U.S. a id  s t ra tegy i n  'lhnganyik.8 i s  t o  persuade t h e  United Kingdom 
(u.K.) to  maintain its higher l eve l  of assistance a& remain the  
leading donor. The United States w i l l  a l so  seek t o  maximize other 
Free World aid, primerily from the International Bank f o r  Recon- 
s t ruc t ion  and. Development (I=) and West Germany. A.I.D. w i l l  
u t i l i z e  t he  U.K.-initiated Development Assistance Coxruuitteels 
coordinating group on East Africa t o  influence t he  composition of 
external  resource allocations, indirect ly  stimulate increased 
assifibnce, and establ ish a mechanismwhereby smaller countries 
can be encouraged t o  provide techrsical operating personnel. U.S. 
ass is tance w i l l  be i n  support of sound development projects i n  
the  present Development Plan and the  ensuing Plan scheduled t o  
begin on an expenditure basis i n  FY 1965. The United States  w i l l  
respond t o  the Government of Tanganyika's (GOT) request f o r  a 
U.S. expert who, along with representatives from other countries, 
w i l l  provide advisory assistance i n  development planning. U.S. 
a i d  w i l l  include a continuation of a Section 202, P.L. 480 pro- 
gram f o r  support of agr icul tural  resettlement a c t i v i t i e s  of the  
m. 

Current Si tuat ion 

The past year  has brought a growing p o l i t i c a l  awareness coupled 
with an in tens i f ica t ion  of desires f o r  economic development. 
Tanganyika has approximately l2O t r ibes ,  but the breakdown of 
t r i b a l  loya l t i es  and the  development of a national conscioucness 
have been proceeding rapidly--due largely t o  the success of the  
Tanganyika African National Union i n  becoming a t ru ly  national 
party, and t o  the successful leadership of Julius Nyerere 
tuxbing elements I n  the po l i t i c a l  and soc i a l  scene includ 
lega l iza t ion  of a s ingle  party system (counterbalanced so  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollarsl 

0.2 Supporting Assistance 

FY 1962 2.5 

PROPOSED PROGRAM 
,x@ 

( Development Grants 

by makTng the  s ingle  party- wen t o  a l l  races)  and the passage of 
a preventive detention act .  Hoveper, t he  over-all  poliey tone 09 
mere re  government has been a moderate one and the  prospects f o r  
p o l i t i c a l  s t ab i l i t y  and the  development of fu r ther  p o l i t i c a l  
maturity a r e  good provided a sati&actory r a t e  o f  economic proge 
ress  is achieved. 

In  attempting t o  bring about economic growth, Tanganyika i s  mak- 
ing a commendable e f for t  t o  plan i t s  development and concentrate 
i t s  l imited domestic and foreign assis tance resources on high 
p r i o r i t y  needs. President Nyerere1s appeals f o r  self-help a s  t h e  
keystone t o  development have been answered by t a x  increases, 
r u r a l  community projects and nationwide v i l l age  improvements 
e f for t s .  However, Tanganyika's e f for t s  t o  move forward during 
the  past two years have been sharply undercut by climatic disas- 
t e r s  and an expected short-term decline i n  pr ivate  investment. 
These events i n  combination with a 1.8% increase i n  population had 
as  t h e i r  effect  a per capita income drop i n  1961 and t he  diver- 
s ion of scarce governmental funds from development projects t o  
r e l i e f  a c t i v i t i e s .  Unfortunately, l ingering effects  of the  natu- 
r a l  d i sas te rs  have continued, although a l imited r i s e  i n  1962 per 
capita income largely restored the 1960 l eve l  and a more rapid 
r i s e  i s  expected i n  1963. Renewed vigor i n  pr ivate  investments, 
recovery from climatic d i sas te rs ,  plus the  strong emphasis of the  
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Government on self-help should enable Tanganyika econoq t o  meet 
recurrent operating needs from i t s  own resources, although the  
country w i l l  continue t o  be dependent upon external  a i d  t o  finance 
most of i ts  development requirements. 

A.I.D. Development Grants a r e  providing ass is tance i n  es tabl ishing 
college-level programs f o r  teacher t r a in ing  and a g r i c u l t u r a l  edu- 
cation. A study of i n d u s t r i a l  development p o t e n t i a l  has been com- 
pleted, a community development program is  being given assistance,  
and both overseas t r a in ing  and U.S. personnel a r e  being provided 
i n  key areas .  b a n s  f o r  cap i t a l  projects  have required extensive 
e f f o r t  i n  preparation but a r e  now being authorized i n  keeping with 
the  $10 mil l ion commitment t o  the  development plan. 

FY 1964 Program 

The proposed FY 1964 program w i l l  be designed mainly t o  a s s i s t  i n  
"Africanization" projects  of the  GUT. Aid w i l l  be  concentrated 
on: 

1. Assisting i n  the  maintenance and improvement of the  public 
se rv ice  by: ( a )  constructing f a c i l i t i e s  and a s s i s t i n g  i n  
s t a f f i n g  an I n s t i t u t e  of Public Administration; (b)  providing 

overseas t r a in ing  programs f o r  senior administrative and 
executive personnel; (c)  providing experts t o  survey and 
streamline government operations; and (d )  supplying a few 
U.S. operating personnel t o  f i l l  posts c r i t i c a l  t o  develop- 
ment . 
Helping t o  develop Tanganyika's ag r icu l tu re  through ( a )  
ass is tance t o  the  Agriculture College; (b)  improvement of 
the  Agriculture Extension Service; and ( c )  guidance t o  agr i -  
cu l tu ra l  and cooperative c red i t  i n s t i t u t i o n s .  

Supporting the  GOT'S program of c o m n i t y  development, pr i -  
marily by h e l p i w  t o  t r a i n  Community Development workers. 

pians t o  achieve a three-fold increase 
number of secondary school c e r t i f i c a t e  

four-fold increase i n  the  annual number 
of higher school c e r t i f i c a t e  candidates by 1968. A.I.D.'s 
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(1n millions of do l la r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

FINANCIAL DATA *-b 

Development Loans - Total - 10.2 2.8 
Industry and Mining - 0.4 
Education - 2.8 
Health and Sani ta t ion - 
C o m i t y  Development 

3 *6 - 0.3 

Non-Pro j ect  - 3 . 1  

Develop~ent Grants - Tots1 2.2 2.4 3.0 
Agriculture and Natural 

~ e s o u r c e s  1.0 0.3 0.7 
Education 0.6 0.2 0.9 
Public Safety and Public 
Administration x 0.5 0.5 

Community Development and 
Social  Welfare 0.2 0.4 

* 0.3 
Pr ivate  Enterprise 0.2 0.2 
General and Miscellaneous 0.4 0.8 0.4 

Deobligations During FY 1962 * xx M 

Supporting Assistance - Total 0.2 - - 
Non-Pro ject 0.2 - - 

* Less than $50,000. 

8 1 

--- 

Obligations and Connnitmenta 
(millions of do l la r s  & dol lar  q u i v . )  

AGENCY FOR INT'L.  DEVEZOPMENT - TOW 2.4 
Technical ~oop. /~evelopnent  Grants . 0.2 .................. Development Loans 1 . 9  
Other A . I . D .  ....................... 0.3 

FOOD FOR PEACE (P.L. 480) - TOTAL 1-7  .............. T i t l e  I, Country Uses - 
(sales  ~greements) ............... (- ) ........................... Ti t le  II 1.6 .......................... T i t l e  I11 0.1 

T i t l e  I V  ............................ 
............ EX-IM BANK LONG-TEFIM LOANS 

OTHEFi U.S. ECONOMIC ASSISTANCE ....... - 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. - 
M.A.P. - Credit Assistance ......... - 
Other Mil i tary Assistance .......... - 

ASSISTANCE FROM INT'L. AGENC- 
UN Tech. Ass't. (CY ending i n  FY) . . 0.1 
IFC - I n t  '1. Finance Corp. ......... - 

..... SINGSOVIET BLOC ASSISTANCE (CY) - 
LOAN $ REPAYMENTS & INTERFST ......... - 

.Less than $50,000 
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Uganda 

Uganda-BASIC ECONOMIC DATA 

. :'d,p: / 
A F R I C A  ( Population 7.0mil.  1 

w Area (sq, mi.) 9 4 , 0 0 0  

....... hmual Population Growth 2 5 %  Agricul tura l  Land 
k o s s  National Product ( 1 9 6 1 ) ~  Percent of Area .............. 12% ............ Total  ($  illi ion) h65 Acres per Capita ............. 1 

.................. ..... Per Capita GNP ( ~ o l l a r s )  68 Literacy Rate 25% 
Pupi ls  - % of Pop. ( ~ r h / S e c o n d . )  8% 

........ Life bpectancy n.a.  
............. People per Doctor 12,900 

1GRICULTURJ.L PROD. INDEX (1952-5h=100) 121 123 12h n .a .  
Per Capita Index ................... l O h  10 3 10 2 n .a .  

Planta ins  & Bananas (1000 MT) .. 5,2LO 5,360 5,800 n .a .  

...... SLECTRIC POWER (KWH per c a p i t a ) .  5 3 59 63 6h 
(Includes exports) 

C~ERNATIONAL TRADE ($ ~ i l l i o n ) a /  
Total  Exports ( f  .o.b.) ............. 136 139 135 125 

Cotton ......................... (L3) (h2) (L7) (30) 
Total  Imports ( c  . i . f  .) ............. 89 92 92 .................... Trade Balance ?Gi 7 3  Ti - +33 

>OFFEE FXPORTS ($  Millions).  .......... 52 h8 39 hb 

>oST OF LIVING INDEX (1958=100) ....... 101 95 110 96 
(Kampala, f o r  Africans) 

c Converted a t  $2.80 per  pound. a/- Includes t r ade  Ki th  Kenya & Tanganyika. 

Country Backm-ound 

Uganda became an independent na t ion  i n  1962 a f t e r  more than 60 years a s  a landowners who produce f o r  t h e  cash market. It has a l a r g e  Chr is t ian  
B r i t i s h  Protectora te .  It i s  t h e  second of t h e  t e r r i t o r i e s  of former Br i t -  African population and a r e l a t i v e l y  l a r g e  number of l i t e r a t e  people 
i s h  & s t  Africa t o  a t t a i n  f u l l  independence and it remains within t h e  
B r i t i s h  Commonwealth. 

( 2 5 $ ) .  

Despite s ignif icant  progress i n  t h i s  century, Uganda remains an under- 
Uganda's cons t i tu t ion  provides f o r  a bas i ca l ly  parliamentary form of gov- developed country with a per  cap i t a  Gross National Product (GNP) of $68, 
ernment, e lec ted by universa l  suff rage .  In  e lec t ions ,  popular support has chief ly  derived from an ag r i cu l tu re  dependent on t h e  export of cot ton and 
been spread among t h r e e  major p o l i t i c a l  p a r t i e s ,  which have thus  f a r  demon- coffee fo r  cash income. A se r ious  shortage e x i s t s  of t r a ined  Africans t o  
s t r a t e d  moderate and responsible  leadership  and an in t e rna t iona l  o r i en ta t ion  take  over the  management of t h e  n a t i o n ' s  a f f a i r s .  Nevertheless, Uganda's . - 
general ly  favorable t o  t h e  West. Although t h e r e  s t i l l  e x i s t  some s e p a r a t i s t  po ten t i a l  f o r  development i s  comparatively good. It has a r e l a t i v e l y  well-  
tendencies among i t s  t r a d i t i o n a l  t r i b a l  kingdoms and some re l ig ious  d iv i -  developed in f ra s t ruc tu re  and a high p o t e n t i a l  f o r  a g r i c u l t u r a l  development. 
s ions  associa ted  with i t s  p o l i t i c a l  pa r t i e s ,  Uganda's chances of maintaining I t s  government has r ecen t ly  introduced t a x  reforms and i s  d i r ec t ing  i t s  
un i ty  through i t s  ques i - federa l  system of government appear good. resources t o  t h e  achievement of a five-year development program formulated 

with recommendations of a World Bank economic survey mission. 
Approximately the  s i z e  of t h e  S t a t e  of Oregon, Uganda i s  s i t u a t e d  on a ver- 
dant pla teau 4,000 f e e t  above s e a  l e v e l  a s t r i d e  the  equator i n  t h e  hea r t  of 
Africa some 500 miles from t h e  Indian Ocean. I t s  chief na tu ra l  resources 
a r e  an abundance of f e r t i l e  land and a general ly  pleasant climate s u i t a b l e  
t o  productive ag r i cu l tu re .  Less than 1$ of t h e  t o t a l  land area  of t h e  
country i s  owned by non-Africans, and while subsistence farming predomi- 
nates ,  t h e  country has a modest-sized African middle c l a s s  of independent 
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U.S. O b j e c t i v e s  and S t r a t e m  

1J .S. n h i e c t i  vps i n  I l ~ n n r l n  i n c l l l r l ~  t h e  n c h i  errornent n f  -3rnnnrnir-  

s o c i a l  and p o l i t i c a l  p rogress  under  s t a b l e  government; i t s  
p a t i o n  as an en l igh tened  and e f f e c t i v e  member i n  African r e  
and i n t e r n a t i o n a l  o r g a n i z a t i o n s ;  and i t s  continued r e l i a n c e  
t , h ~  F r e e  World f o r  most e x t e r n a l  a s s i s t a n c e  and guidance.  

I n  p u r s u i n g  t h e s e  o b j e c t i v e s ,  t he  Uni ted  S t a t e s  w i l l  mainta 
s u b s i d i a r y  r o l e  i n  p rov id ing  development a i d  t o  Uganda, l o o  
t o  t h e  U . K .  t o  con t inue  t o  c a r r y  t h e  main burden of e x t e r n a  
a s s i s t a n c e .  It w i l l  suppor t  U . K .  l e a d e r s h i p  i n  t h e  coord ina t ion  
o f  a s s i s t a n c e ,  whi le  seek ing  t o  maximize o ther  F r e e  World a i d ,  
p r i m a r i l y  from t h e  I n t e r n a t i o n a l  Bank f o r  Reconstruct ion and 
Development (IBRD) and West Germany. U . K .  a s s i s t a n c e  t o  Uganda 
d u r i n g  t h e  p a s t  f i v e  y e a r s  has  averaged apprn~imat ,e Iy  $19 millinn 
p e r  y e a r .  The IERD provided a  development loan of  $8.4 m i l l i o n  
i n  1961 and i t  is expected t h a t  West Germany has  under  review a  
development l o a n  of  $3.7 m i l l i o n  i n  1963. 

We a r e  p r o v i d i n g  l i m i t e d  a s s i s t a n c e  i n  support of  t h e  fo l lowing  
h i g h  p r i o r i t y  g o a l s  of  Uganda's c u r r e n t  f ive-year  development 
program: ( a )  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y  by approx- 
i m a t e l y  25%; ( b )  approximately doubl ing  secondary school  e n r o l l -  
ment; ( c )  "Afr ican iz ing"  t h e  p u b l i c  s e r v i c e  as r a p i d l y  a s  p o s s i b l e ,  
c o n s i s t e n t  w i t h  t h e  maintenance of  a d m i n i s t r a t i v e  e f f i c i e n c y ;  and 
( d )  i n c r e a s i n g  t h e  c o n t r i b u t i o n  of i n d u s t r y  to  t h e  t o t a l  economy. 

Cur ren t  S i t u a t i o n  

Uganda h a s  i n h e r i t e d  from t h e  B r i t i s h  a  respons ib le  s e l f - h e l p  
a t t i t u d e  toward i t s  development problems. During t h e  1 9 5 0 1 s ,  i t  
enjoyed a p e r i o d  of  comparative p r o s p e r i t y .  However, d u r i n g  t h e  
p a s t  f i v e  y e a r s  i t s  economy h a s  shown very l i t t l e  growth due t o  
t h e  f a l l  ard cont inued depressed  p r i c e s  of cot ton and c o f f e e ,  
u n c e r t a i n t y  involved  i n  Uganda's e v o l u t i o n  toward independence, 
and produc t ion  l o s s e s  due t o  u n u s u a l l y  heavy r a i n s  i n  t h e  l a t t e r  
p a r t  of 1961. I n  1960, when it became evident  t h a t  something had 
t o  be done t o  r e v i t a l i z e  t h e  sagging  economy, Uganda reques ted  
t h e  IBRD t o  send a  team t o  review t n e  c o u n t r y ' s  economic s i t u a t i o n  
and p o t e n t i a l  and t o  recommend an a p p r o p r i a t e  course of  a c t i o n .  
The IBRD M i s s i o n ' s  r e c o m e n ~ a t i o n s  were followed c l o s e l y  by t h e  
government i n  i t s  formula t ion  o f  a  f i v e - y e a r  development program. 
The government seems w i l l i n g  t o  t a k e  a l l  poss ib le  s t e p s  t o  
s u c c e s s f u l l y  implement t h e  program. 

I n  a d d i t i o n  t o  t h e  f ive-year  development program, t h e  government, 
among o t h e r  t h i n g s ,  has  r e c e n t l y  i n s t i t u t e d  reforms i n  i t s  t a x  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars\ 

PROPOSED PROGRAM 

FY 1964 

system, has  encouraged t h e  r e t e n t i o n  of  e x p a t r i a t e s  i n  s p i t e  of 
p o l i t i c a l  a t t r a c t i v e n e s s  of p l a c i n g  more Ugandans i n  t h e  s e n i o r  
l e v e l s  of  t h e  p u b l i c  s e r v i c e ,  and has  pursued a  p o l i c y  of r e g i o n a l  
coopera t ion  w i t h  i t s  ne ighbors .  

With t h e  maintenance of  p o l i t i c a l  s t a b i l i t y  i n  i t s  a p p a r e n t l y  
s u c c e s s f u l  t r a n s i t i o n  t o  independence and w i t h  t h e  expected 
e x t e r n a l  f i n a n c i a l  suppor t  f o r  i t s  development program, Uganda's 
development should  begin t o  make s a t i s f a c t o r y  p r o g r e s s  i n  t h e  
n e a r  f u t u r e .  

FY 1964 Program 

Development Grant a s s i s t a n c e  o f  approximately $2.9 m i l l i o n  i s  
proposed f o r  FY 1964, c o n s i s t i n g  o f  t h e  fo l lowing:  

1 .  A g r i c u l t u r e .  Ass i s tance  w i l l  be provided c h i e f l y  i n  edu- 
c a t i o n ,  ex tens ion  s e r v i c e s ,  c o o p e r a t i v e s ,  p roduc t ion  and 
market ing t o  h e l p  i n c r e a s e  a g r i c u l t u r e  p roduc t iv i ty , ,  pre-  
dominantly concerning l i v e s t o c k .  We w i l l  con t inue  t o  g i v e  
t r a i n i n g  i n  t h e  United S t a t e s  t o  a  number of  Ugandans f o r  
s e l e c t e d  p o s i t i o n s .  A d d i t i o n a l  farmer t r a i n i n g  c e n t e r s  w i l l  
be c o n s t r u c t e d  o r  expanded t o  h e l p  accommodate t h e  i n c r e a s i n g  
numbers of fa rmers  who seek shor t - t e rm t r a i n i n g  I n  p r a c t i c a l  
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agricultural subjects. Technical guidance will continue to be 
provided to Uganda's three higher level agricultural schools in 
order to produce better qualified agriculture specialists and 
extension workers. 

Education. Assistance in education is concentrated on the ex- 
pansion of the secondary school system. A secondary school is 
now being constructed with our assistance which will introduce 
and demonstrate the advantages to Uganda of the American system 
of comprehensive secondary education, offering vocational as 
well as the traditional academic courses of study. Through a 
contract with an American university, assistance will be pro- 
vided to administer and operate this school. Capital loan 
assistance i s  contemplated for additional expansion of schools 
to help alleviate the severe shortage of facilities for second- 
ary education. 

3. Public Administration. Assistance is planned to help train 
Africans to assume positions of greater responsibility in the 
public service. Higher level and specialized training in the 
United States will be offered to selected individuals in the 
key government positions. In addition, assistance will be 
provided to help develop facilities within the country for 
public administration training. 

FY 1964 A.I.D. PROPOSED PROGRAM 

(In millions of dollars) 
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total - 2.0 L1-249 
Develo~ment Banks and Other 
Financial Institutions - 2.0 - 

Development Grants - Total 3.6 2.4 2.9 
Agriculture and Natural 
Resources 0.4 1.5 1.9 
Education 0.7 0.4 0.3 
Public Safety and Public 
Administration 0.2 0.4 
General and Miscellaneous 0.3 0.3 

Non-Project 2.5 - - 

3: Less than $50,000. 

Obligations and Codtments FY 
[millions of dollars & dollar equiv.) I 1 1 1g2 1 1946-1962 
AGENCY FOR INTtL. DEVEIL)PMEXT - TOT&L 

Technical ~oo~./~evelopment Grants . 
Development Loans .................. 
Other A.I.D. ....................... 

.............. 
(sales Agreement ............... 

Title I1 
Title I11 
Title IV ........................... 

........... EX-IM BANK LONG-TEFIM LOANS 

OTHER U.S. ECONO%IIC ASSISTANCE ....... 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. 
M.A .P. - Credit Assistance ......... 
Other Military Assistance .......... 

ASSISTANCE FROM INTtL. AGENCIES 
IBRD - World Bank ................... 

.. UN Tech. Asslt. (CY ending in FY). 
..................... UN Special Fund 

...... SINO-SOVIET BLOC ASSISTANCE (CY) 

.Less than $50,000 



Ethiopia 



Ethiopia- BASIC ECONOMIC DATA - 

- - - _ _ _ _ _ _  

Country B a ~ 0 u n d  

Amual Population Growth ....... 1 .& Agricultural Land .............. Gross National Product (1961)* Percent of Area 60% ............. Total ($  illi ion) ............ 8h3 Acres per Capita 9 
Per Capita GNP (Dollars) ..... b Literacy Rate .................. h% 
Approx. 1957-61 Growth Rate Pupils - % of Pop. (Prim/~econd.) 1% 

Total GNP .................. h.8% Life Expectancy (years) ........ n.a. 
Per Capita ................. 3.U People per  Doctor ............. 92,000 

AGRICULTURAL PROD. INDEX (1952-%=loo) 113 115 117 
Per Capita Index. ................... 10 3 lOh 104 ... Teff - bread grain (1000 MT) 1,h25 1,500 l ,hh5 

EIECTRIC POWER OUTPUT (KWH per capita) 5 5 6 

INTERNATIONAL TRADE ($ Million) 
Total Fxports ( f  .o.b.) ............. 66 '76 79 

Coffee ........................ ( 30) ( 38) ( hh) 
Total I v o r t s  ( c . i . f  .) ............. 8h 8h 9 3 

Trade Balance .................... - T 8 ; 8 T  

;OLD & FOREIGN EXCHANGE ( ~ n d  Y r  . -$ 1 ~ 1 )  a 51 55 57 

COFFEE EWORT PRICE INDEX (1958=1OO). . 7 8 8 3 8h 

a Converted a t  2.h84 Eth.$ per U.S. do l l a r .  a - State  Benk holdings. 

Ethiopia occupies a s t r a t e g i c  a rea  i n  t h e  Horn of Africa. It i s  t h e  s i t e  
of an important U.S. m i l i t a r y  communications f a c i l i t y  a t  Kagnew Stat ion,  
and i s  located on t h e  main sea and a i r  lanes  between the  Mediterranean and 
t h e  Indian Ocean. 

Ethiopia has enjoyed virtually uninterrupted nat ional  independence. Once 
an outpost of ea r ly  Chris t ian c iv i l i za t ion ,  it was almost t o t a l l y  i so la t ed  
from t h e  r e s t  of  t h e  world from t h e  6 th  t o  the  l 9 h  centuries.  Cul tural ly ,  
socia l ly ,  economically, and p o l i t i c a l l y ,  t h i s  rugged landlocked pla teau saw 
l i t t l e  i f  any change during t h a t  period. 

Ethiopia possesses considerable na tu ra l  wealth, including f o r e s t  resources, 
a r i c h  s o i l  and l a rge ly  unexplored but promising mineral resources. Yet 
i t s  per cap i t a  Gross National Product (GNP) i s  one of t h e  lowest i n  Africa.  
!he l i t e r a c y  r a t e  and t h e  supply of t r a ined  manpower a r e  very low. Rans -  
por t a t ion  f a c i l i t i e s  a r e  u t t e r l y  inadequate t o  the task of  nat ional  un i f i -  
ca t ion and economic development i n  the  rugged in te r io r .  Agricultural 
production i s  adequate t o  feed t h e  population, but d e b i l i t a t i n g  diseases,  
lack of investment cap i t a l ,  a f euda l  system of land tenure, and archaic 
fanning methods make l a r g e  areas  unusable and pose immense obstacles t o  
m a 1  developnent . 

The Bnperor and t h e  progressive-minded younger c i v i l i a n  and mi l i t a ry  leaders  
share a desire f o r  modernization of t h e  p o l i t i c a l ,  economic and soc ia l  

Ethiopian in te rna l  po l i c i e s  s ince  the  end of the  b r i e f  I t a l i a n  occupation 
In 1941 have been directed l a rge ly  toward i n s t i t u t i o n a l  modernization, eco- 
nomic development, and strengthening of t h e  c e n t r a l  government. Ethiopian 
foreign policy has var ied from strong pro-Western positions t o  a weetern- 
oriented neutralism, with a continuous policy of ac t ive  support f o r  and par- 
t ic ipat ion i n  United Nations co l l ec t ive  secur i ty  actions,  a s  i n  Korea and 
the  Congo. 
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U .S. o b j e c t i v e s  i n  E t h i o p i a  inc ludes :  ( a )  maintenance o f  a c c e s s  
w m e  u.s. military communlcatlons l ' a c l l i t y  a t  Kagnew S t a t i o n ;  
(b)  p r e v e n t i o n  o f  c i v i l  d i s o r d e r  and v io lence  whi le  encouraging 
s o c i a l ,  economic, and p o l i t i c a l  re form i n  d i r e c t i o n s  a c c e p t a b l e  t o  
t h e  c u r r e n t  regime, and u r g e n t l y  sought  by the more p r o g r e s s i v e -  
minded younger genera t ion ;  ( c )  maintenance of p o l i t i c a l  s t a b i l i t y  
i n  t h e  Born o f  A f r i c a  by encouraging moderation on t h e  p a r t  of  
E t h i o p i a  v i s -a -v i s  h e r  immediate neighbors  (notably t h e  Somali 
~ e p u b l i c )  and moderat ion i n  h e r  development of a  m i l i t a r y  e s t a b -  
l i s h m e n t ;  ( d )  d e n i a l  o f  bloc en t rance  i n  such s e n s i t i v e  a r e a s  a s  
m i l i t a r y  a s s i s t a n c e ,  communications and p o l i c e  a c t i v i t i e s ;  and 
[ e )  adopt ion  by t h e  E t h i o p i a n  Government o f  p o s i t i o n s  f a v o r a b l e  
t o  U.S. i n t e r e s t s  i n  i n t e r n a t i o n a l  i s s u e s  o f  major concern t o  u s ,  
p a r t i c u l a r l y  wi th  r e g a r d  t o  suppor t  f o r  United Nat ions  c o l l e c t i v e  
s e c u r i t y  under takrngs ,  

Given t h e s e  o b j e c t i v e s ,  t h e  fo l lowing  s t r a t e g y  seems 

1 .  The United S t a t e s  should cont inue  t o  provide m i l  
ance at a minimum l e v e l  necessary  t o  maintain ac 
S t a t i o n  and p r e c l u d e  bloc m f l i t a l y  aid. 

2. U.S. a s s i s t a n c e  should  cont inue  t o  b e  concent ra ted  
f i e l d s  of  educa t ion ,  p u b l i c  h e a l t h ,  publ ic  s a f e t y  
p o r t a t i o n .  E t h i o p i a n  development r e q u i r e s  a f i r m  
t h e s e  a r e a s ,  and E t h i o p i a n  s e l f - h e l p  e f f o r t s  and i 
t h e  p a r t  o f  both t h e  regime and t h e  probable succe 
make t h e s e  s e c t o r s  p a r t i c u l a r l y  s u s c e p t  

3 The Uni ted  S t a t e s  w i l l  seek  t o  main ta in  c o r d i a l  r e l a t i  
w i t h  t h e  p r e s e n t  ~ e g i m e ,  while  s imultaneously main ta  
f a v o r a b l e  U.S. image i n  t h e  e y e s  o f  t h e  p o s s i b l e  h e i  
power. I n  o r d e r  t o  pursue t h e s e  o b j e c t i v e s  and t o  
t h e  p o t e n t i a l  f o r  p o l i t i c a l  u n r e s t  now and a t  t h e  t ime when 
t h e  presen: Emperor l e a v e s  t h e  scene ,  t 
endeavor t o  persuade t h e  regime t o  i n i t  
s t r u c t i v e  a c t i o n  i n  t h e  fo l lowing  a r e a s  
( b )  f i s c a l  reform; (c) a d m i n i z t r a t i v a  a 
modern i ia t ion ;  ( d l  l i b e r a l i z a t i o n  of  p o l  
modernizat ion o f  p o l i c e  o r g a n i z a t i o n ;  a  
under tak ings .  

Cur ren t  S i t u a t i o n  

Over t h e  p a s t  s e v e r a l  y e a r s ,  E t h i o p i a  h a s  s t e a d i l y  advanced eco- 
nomica l ly  and s o c i a l l y  b u t  t h o  pace o f  development h a s  f a l l e n  f a r  

- 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

PROPOSED PROGRAM 
/F+ 

s h o r t  of  t h a t  which i s  needed t o  overcome c e n t u r i e s  of  l e t h a r g y  
and t o  p l a c e  t h i s  p r i m i t i v e  s o c i e t y  on a  p a r  w i t h  most of  t h e  
contemporary world. Between 1957 and 1961 Gross N a t i o n a l  Product  
(GNP) i n c r e a s e d  by 20% and government revenue from domest ic  
s o u r c e s  r o s e  by 33%, b u t  e x p o r t s  d i d  n o t  change s i g n i f i c a n t l y .  

U.S. a s s i s t a n c e  h a s  had some n o t a b l e  r e s u l t s .  I n  t h e  a r e a  of 
p u b l i c  h e a l t h ,  s l i g h t l y  more than  200 h e a l t h  o f f i c e r s ,  n u r s e s  
and s a n i t a r i a n s  have been t r a i n e d  and 210 h e a l t h  s t a t i o n s  have 
been p l a c e d  i n  o p e r a t i o n ,  b u t  t h e s e  a r e  n o t  s u f f i c i e n t  t o  mea- 
s u r a b l y  improve an extremely poor  o v e r - a l l  h e a l t h  s i t u a t i o n .  I n  
t h e  f i e l d  of  educa t ion ,  t h e r e  a r e  now about  163,000 p u p i l s  i n  
elementary schools ,  about  26,000 i n  secondary schools  and almost  
3 ,000 i n  post-high s c h o o l  s t u d i e s  (a lmos t  1 ,000 abroad) .  S t i l l ,  
t h e s e  r e p r e s e n t  on ly  6% of t h e  school-age popula t ion ,  and t h e  
o v e r - a l l  l i t e r a c y  r a t e  remains l e s s  than  5%. 

Although p r o g r e s s  undoubtedly w i l l  con t inue  t o  be p a i n f u l l y  slow, 
a  number of  f a i r l y  r e c e n t  t r e n d s  i n d i c a t e  some a c c e l e r a t i o n .  
The Eth iop ian  Government has assumed an e v e r - i n c r e a s i n g  s h a r e  o f  
t h e  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  development p r o j e c t s .  I n  t h e  
Malar ia  E r a d i c a t i o n  p r o j e c t ,  f o r  example, t h e  United S t a t e s  had 
been c o n t r i b u t i n g  a major s h a r e  of t h e  l o c a l  c o s t s  p r i o r  t o  t h e  
"turn-around" i n  1962. The Eth iop ian  Government h a s  now agreed  
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t o  assume a l l  l o c a l  o p e r a t i n g  c o s t s ,  r educ ing  t h e  U.S. c o n t r i -  
b u t i o n  t o  s o l e l y  t h e  amounts needed f o r  l o c a l  suppor t  of  U.S. 
t e c h n i c i a n s .  Emperor H a i l e  S e l a s s i e  made p u b l i c  E t h i o p i a ' s  new 
f i v e - y e a r  economic p l a n  i n  November 1962, s t r e s s i n g  t h e  f a c t  t h a t  
t h r e e - f o u r t h s  of  t h e  e x t e n s i v e  investment  proposed i s  t o  be  de- 
f r a y e d  from l o c a l  r e s o u r c e s .  The E t h i o p i a n  Government h a s  i n i t i -  
a t e d  p o s i t i v e  s t e p s  toward a  number o f  reforms which a r e  e s s e n t i a l  
t o  economic and s o c i a l  advancement b u t  whrieh the Governmen% here-  
t o f o r e  h a s  ignored -- p r o b a b l y  because o f  po ten t ia l .  j eopsrdy  t o  
t h e  monarchial  regime, These i n c l u d e  c o n s t i t u t i o n a l  r e v i s i o n s ;  
l a n d ,  j u d i c i a l ,  a d m i n i s t r a t i v e  and c i v i l  s e r v i c e  reforms;  and 
more prov iden t  l e g i s l a t i o n  i n  t h e  f i e l d s  o f  banking and l a b o r .  

E t h i o p i a ' s  p o l i t i c a l  s i t u a t i o n  by and large h a s  n o t  improved. 
E x t e r n a l  relatiLons vis-a-vis  h e r  immediate neighbors  -- t h e  
Somali Republic  i n  p a r t i c u l a r  -- have d e t e r i o r a t e d  markedly. But 
E%h;hiopia remains a  s u p p o r t e r  of  U.R, c o l l e c t i v e  s e c u r i t y  and 
enjoys amicable p e l a t i o n s  w i t h  most o f  t h e  world. Domestic p o l i -  
t i c s  r e f l e c t  t r e n d s  which are b o t h  good and bad: The Emperor 
s G i L 1  exercises a b s o l u t e  d e  and s t i l l  manages f o  suppress  any 
overt a t t e m p t s  t o  overthrow his r e g h e .  However, c o n s i d e r i n g  
his '  age,  t h e  regime c o u l d  end a t  any t ime,  and, whenever t h i s  
does occur ,  it is n o t  u n l i k e l y  t h a t  a  f u r i o u s  s t r u g g l e  w i l l  ensue 
between v a r i o u s  oonkenders f o r  power. Recent  t e r m i n a t i o n  of  
E r i t r e a t s  T f f e d e r a t i o n t 7  status and t h e  a b s o r p t i o n  o f  t h a t  a r e a  
i n t o  three e x i s t i n g  E t h i o p i a n  prov inces  w i l l  t e n d  t o  b reak  down 
a t h r e a t e n i n g  power b l o c  t h e r e ;  b u t  t h r e a t s  t o  i n t e r n a l  t r a n -  
q u i l i t y  w i l l  remain among t h e  numerous t r i b a l  f a c t i o n s ,  and  pos- 
s i b l y  w i t h i n  t h e  c i v i l  s e r v i c e  o r  m i l i t a r y  e s t a b l i s h m e n t s .  Among 
t h e  more h e a l t h y  p o l i t i c a l  t r e n d s  a r e  t h e  growing impatience 
among t h e  younger educa ted  e l i t e  f o r  reforms and a c c e l e r a t e d  
development, and .the r i s i n g  tendency o f  E t h i o p i a ' s  l e g i s l a t i v e  
body t o  exert independent  t h i n k i n g  r a t h e r  than  t o  p e r f u n c t o r i l y  

, p r o c e s s  i m p e r i a l  e d i c t s .  

FY 1964 Program - 

Economic a s s i s t a n c e  t o  E t h i o p i a  i s  programmed a t  a  lower l e v e l  
f o r  FY 1964 t h a n  i n  p r e v i o u s  y e a r s .  The major a r e a s  of  
c o n c e n t r a t i o n  a r e  educa t ion  and p u b l i c  h e a l t h ,  w i t h  some 

CONFIDENTIAL 
a s s i s t a n c e  envisaged f o r  p u b l i c  s a f e t y ,  t r a n s p o r t a t i o n ,  and f o r  
c l o s i n g  cos t s  of  p r o j e c t s  i n  o t h e r  s e c t o r s .  

I n  educat ion,  t h e  program i s  b a s i c a l l y  a  c o n t i n u a t i o n  of  t h e  
FY 1963 program. F a c u l t y  members and l i m i t e d  commodity and 
c a p i t a l  a s s i s t a n c e  a r e  b e i n g  f u r n i s h e d  t o  H a i l e  S e l a s s i s  I 
Univers i ty  and t o  some o f  i t s  component c o l l e g e s ,  i n c l u d i n g  t h e  
Agr icu l tu re  Col lege  a t  Alemaya and t h e  P u b l i c  Hea l th  College a t  
Gondar. Technical  a s s i s t a n c e  i s  be ing  rendered  t o  t h e  Eth iop ian  
elementary and secondary school  system i n  t h e  form of  c u r r i c u l u m  
development and tex tbook  des ign .  Agency f o r  I n t e r n a t i o n a l  
Development ( A  .I .D. ) program i s  supplemented by t h e  Peace Corps, 
which i s  f u r n i s h i n g  300 secondary school  t e a c h e r s ,  and by t e c h n i -  
c a l  and c a p i t a l  a s s i s t a n c e  from West Germany, Sweden and t h e  U . N .  

I n  p u b l i c  h e a l t h ,  it i s  proposed t o  con t inue  advisory  s e r v i c e s  
i n  o rgan iz ing  t h e  n a t i o n a l  and p r o v i n c i a l  h e a l t h  s e r v i c e s ,  i n  
e s t a b l i s h i n g  r e s e a r c h  f a c i l i t i e s ,  and i n  t r a i n i n g  personne l .  
Technical  s e r v i c e s  and commodities a r e  a l s o  proposed f o r  t h e ,  
Malar ia  Erad ica t ion  program, which i s  b e i n g  c a r r i e d  o u t  i n  con- 
j u n c t i o n  wi th  World Hea l th  Organiza t ion  (WHO). 

Transpor ta t ion  f a c i l i t i e s  have been a  major  o b j e c t  of  U.S. and 
I n t e r n a t i o n a l  Bank f o r  Recons t ruc t ion  and Development (IBRD) 
a s s i s t a n c e  i n  p r e v i o u s  y e a r s .  U.S. a i d  h a s  been extended t o  
c i u i l  a v i a t i o n  and highway c o n s t r u c t i o n  i n  t h e  form o f  Export- 
Import (Ex-Im) Bank and Development Loans, wi th  supplemental  
g r a n t s  f o r  a v i a t i o n  t r a i n i n g  and highway f e a s i b i l i t y  s t u d i e s .  
The funds r e q u e s t e d  f o r  FY 1964 a r e  proposed f o r  f e a s i b i l i t y  
s t u d i e s  i n  t h e  f i e l d  of c i v i l  a v i a t i o n .  

I n  publ ic  s a f e t y ,  it i s  proposed t o  p rov ide  i n s t r u c t o r - a d v i s o r s  
f o r  t h e  P o l i c e  Academy. P r o j e c t s  i n  o t h e r  s e c t o r s  a r e  be ing  
brought  t o  a  r a p i d  b u t  o r d e r l y  t e r m i n a t i o n .  The major t e r m i n a l  
p r o j e c t  i n  FY 1964 i s  t h e  Blue N i l e  River  Basin Survey. This  
survey which h a s  been c a r r i e d  o u t  by t h e  U.S. Bureau of  Reclama- 
t i o n  w i l l  p r o v i d e  t h e  Eth iop ian  Government wi th  a  comprehensive 
assessment o f  t h e  l a n d  and water  r e s o u r c e s  of t h e  l a r g e l y  unex- 
p l o i t e d  Blue N i l e  Bas in .  
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(1n m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1562 hst imated Proposed 

Development Loans - Tota l  - 4.0 2.5 
T ranspo r t a t i on  - 4.0 

Development Grants  - Tota l  
Agr i cu l t u r e  and Natura l  

Resources 
I ndus t ry  and Mining 
T ranspo r t a t i on  
Heaith and Sani t , a t ion  
Educat ion 
Pub l i c  Sa f e ty  and Pub l i c  

Adminis t ra t ion  
General  and Miscel laneous 

Non-Pro j e c t  0.2 - - 

Deobl iga t ions  During FY 1962 -0.4 xx xx 

Other U.S. ~ s s i s t a n c e  
Food f o r  Peace, T i t l e s  I and I V :  

Country Uses 27.5 27.0 
( s a l e s  Agreements ) 

Military Ass i s t ance  Program 
(3 (30.51 (30 -0 )  
11.7 11.3 8.8 

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

Obl iga t i ons  and Commitments 
:m i l l i ons  o f  d o l l a r s  & d o l l a r  equiv.)  

--- 
I 
I 

AGENCY FOR INT'L. DEVELQPMENT - TOW 
Technica l  ~ o o ~ . / ~ e v e l o ~ m e n t  Grants  . 
Development Loans .................. ....................... Other A . I . D .  

FOOD FOR PEACE (P.L. 480) - TOTAL 
T i t l e  I, Country Uses .............. 

( s a l e s  ~ g r e e m e n t s )  ............... 
5 t l e  I1 ................a,......... .......................... T i t l e  I11 
T i t l e  I V  ........................... 

........... EX-IM BANK LONG-TEFIM LOANS 

OTKER U.S. ECONOMIC ASSISTANCE ....... 
MILITARY ASSISTANCE 

M.A.P. - Grant Aid ................. 
M.A.P. - Cred i t  Ass i s tance  ......... 
Other M i l i t a r y  Ass i s tance  .......... 

ASSISTANCE FROM INT'L. AGENC- 
IBRD - World Bank ................. 
UN Tech. Ass 't. (CY ending i n  FY) . 
UN S p e c i a l  Fund ................... 

SINO-SOVIET BLOC ASSISTANCE (CY) .... 
LOAN $ REPAYMENTS & INTEREST 

........... A.I.D. and PL 480 Loans 

........... Ex-Im. Bank (Long ~ e r m )  
............ Other Government Loans 

4 Annual d a t a  a r e  n e t  d e l i v e r i e s .  

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

Ghana- BASIC ECONOMIC DATA - 
i ', 

P.GUINEA- S I E R R A  LEONE lL' \-~lvoRy I I 
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C O N G O  

....... Annual Population Growth 2.5% 
Gross National Product (1961)* ............ Total ($  illi ion) 1,375 ..... Per Capita GNP (Dollars) 199 

AGRICULTURAL PROD. INDEX ( 1952-54-100) 
Per Capita Index ................... 

Sorghum & Millet (1000 MT).. . . . .  

ELECTRIC POWER OUTPUT (KWH per capita) 

INTERNATIONAL TRADE ($ Million) ............. Total Exports ( f  .o.b.) 
Cocoa .......................... 

Total Imports (c . i . f  .) ............. 
Trade Balance .................... 

GOLD & FOREIGN EXCHANGE (End Yr.-$ Mil) 

....... COST OF LIVING INDEX (i958=100) 

* Converted a t  $2.80 per Ghana pound. 

Agricultural Land 
Percent of Area .............. 2% 
Acres per Capita ............. 2 

Literacy Rate .................. 25% 
Pupils - % of Pop. (~rini/second.) 
Life bpectancy (years) ........ n.a. 
People per Doctor ............ 17,900 

Ghana has been independent since 1957 within the  British Commonwealth. Ghana's t radi t ion of democratic government with h i s to r ic  U.K. cul tural  and 
Agriculture accounts f o r  the a c t i v i t i e s  of 70$ of t h e  population with one- economic t i e s  and responsible, Yeetern*o~%&ed, c i v i l  service, i t s  drive 
th i rd  of the country's t o t a l  agricul tural  area devoted t o  cocoa production for  development and i t s  economic potential,  a re  among the factors  which 

make it Important i n  the eyes of the newly formed nations of Africa. It i s  
Upon achieving independence, Ghana vas i n  a re la t ive ly  sound economic con- against t h i s  position tha t  i t s  present p o l i t i c a l  posture should be viewed. 
d i t ion  with a favorable balance of payments, s izable  s te r l ing  reserves and 
many of the prerequisites of development, e.g., good manpower base, well- 
established educational system, abundant resources, a long-established 
market and e f f ic ien t  ~roduct ion.  Since then. large emenditures. ~ h &  

i n  the world pr ice f o r  cocoa, have weakened Ghana's economic structure. 
Ghana's reserves have been largely dissipated and there has been a growing 
d e f i c i t  i n  the annual balance of payments. 

Nevertheless, Ghana's development prospects a r e  potent ial ly  favorable. In 
order t o  stem the  f inancial  losses, s t r ingent  f i s c a l  measures, though gen- 
e ra l ly  unpopular, have been passed and apparently a r e  being enforced. 
Much effort  has gone into the preparation of the  Seven-Year Plan, due for  
publication t h i s  year. This man w i l l  emphasize t h e  agricul tural  and 
indus t r ia l  sectors. 
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ad i n d e p e ~ d e n t  na t i on  responsive t o  t h e  needs of i t s  people ,  t h a t  
Ghana provide  g r e a t e r  support  t o  U.S. objec t ives  i n  and o u t s i d e  o f  
Af r i c a ,  and t h a t  Ghana e x e r t  a pos3t,ive and cons t ruc t ive  f o r c e  i n  
Af r i c a ,  avoid ing  a c t i o n s  t h a t  c o n t r i b u t e  t o  the ins tab i3 . i ty  of in -  
dependent Af r i c an  coun t r i e s .  

The importance o f  t h e s e  o b j e c t i v e s  may be apprec ia ted  by reviewing 
some of t h e  nega t i ve  a s p e c t s  of  Ghana's cur ren t  s i t u a t i o n :  

1 .  R e l a t i o n s  w i th  t h e  United S t a t e s  have been exacerba ted  by vio- 
l e n t  anti-American propaganda a t t a c k s  i n  the p r e s s  and on t h e  
r a d i o  of  Ghana. 

2. Ghana's tendency t o  i n t e r f e r e  i n  t h e  i n t e r n a l  a f f a i r s  of i t s  
independent neiahbors ha s  hampered broad csopera t ioq  among 

and has  given suppo r t  t o  the s o v i e t  b loc  i n  t h e  

spted large credits of a i d  +horn t h e  b l o c  coun- 
st  views a r e  s t r o n g  i n  a number o f  i n f l u e n t i a l  

rs  surrounding him. 

n has been e f f e c t i v e l y  suppressed and c i v i l  
. Furthermore, Nkrumah and h i s  Convention 
r epea t ed ly  and unequivocal ly s t a t e d  t h a t  
bu i l d ing  a s ing le -par ty  s t a t e  based on 

In  t h e  l i g h t  of Ghana's s t r a t e g i c  r o l e  i n  Afr ica ,  t he  gu id ing  con- 
s i d e r a t j o n  o f  Agency f o r  I n t e r n a t i n n a l  Development (A.  I, D. ) program 
a c t i v i t i e s  is t o  maintain f l e x i b i l i t y  t o  meet whatever changes may 
s r i s e  w i t h  r e s p e c t  t o  U.S.-Ghanafan r e l a t i o n s h i p s .  The short- term 
s t r a t e g y  for U.S. a s s i s t a n c e  i s  t o  l i m i t  such a id  t o  con t i nua t i on  
o f  t h e  Development Grant  program gene ra l l y  a t  the c u r r e n t  l e v e l  
and scope,  whi le  d i s cha rg ing  loan  commitments to V o l t a / v ~ L ~ @  p ro  j- 
e c t s .  Given t h e  magnitude of  t h e  l a t t e r  l oans ,  new development 
ier~diug w i l l  be r e s t r i c t e d  f o r  t h e  p r e s e n t  t o  the Ghana Medical 
School ,  an a n t i c i p a t e d  o b l i g a t i o n  t h i s  yea r .  

If p o l i t i c a l  cond i t i ons  warrant  i t ,  A . I . D .  w i l l  encourage t h e  ef-  
f o r t s  of o t h e r  F r ee  World a i d  donors (5 .  . e . ,  the  U . K ,  and West, 
~ e r m a n y )  and t h e  involvement of U,S. p r i v a t e  e n t e r p r i s e  t o  f u r t h e r  
Ghana's economic development. 

- -  

PRIOR cnd CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

Curren t  S i t u a t i o n  

Desp i t e  s i g n i f i c a n t  e x t e r n a l  aid, t h e  econonIy of  Ghana i s  showing 
s i g n s  of  weakness. The 1962-1963 budget e s t ima t e s  show a d e f i c i t  
o f  $52 m i l l i o n  b e f o r e  f o r e i g n  l oans .  Ghana h a s  drawn heav i l y  
on i ts fo r e ign  exchange r e s e r v e s .  These r e s e r v e s  have dec l i ned  
by over $280 m i l l i o n  s i nce  1958. A s u b s t a n t i a l  d e c l i n e  i n  i n t e r -  
n a t i o n a l  cocoa p r i c e s  and a heavy import demand f o r  consumption 
a r e  p r ima r i l y  r e spons ib l e  f o r  a  growing d e f i c i t  i n  t h e  annual  ba l -  
ance o f  payments. P r i v a t e  f o r e i g n  investments  have been slowing 
down s ince  1960, because i n v e s t o r s  were unce r t a in  of  t h e  t r e a tmen t  
t hey  would r e c e i v e  under t h e  new s o c i a l i z a t i o n  p o l i c y .  

Faced w i th  t h i s  i nc r ea s ing  d i f f i c u l t  f i n a n c i a l  p o s i t i o n ,  t h e  Gov- 
ernment has i n s t i t u t e d ,  d e s p i t e  some p o l i t i c a l  r i s k s ,  a u s t e r e  
c o r r e r t  i ve v a s u r e s .  The 1761 -1962 a u s t e r i t y  budget inc luded  pro-  
v i s i o n s  f o r  sav ing  fo r e ign  exchange. Taxes on p rope r ty  and 
local ly-produced beer  and c i g a r e t t e s  were increased ,  and compul- 
so ry  sav ings  s u b s c r i p t i o n s  f o r  government bonds i n s t i t u t e d .  Ex- 
change r e s t r i c t i o n s  were p laced  on t o u r i s t  t r a v e l  and s t u d e n t s ,  
a s  w e l l  a s  on t h e  r e p a t r i a t i o n  of  funds h e l d  o u t s i d e  o f  Ghana. 
The Government a l s o  e s t a b l i s h e d  a commission t o  examine means o f  
improving pub l i c  admin i s t r a t i ve  e f f i c i e n c i e s  and economies. 
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Although the  U.K. has s i z a b l e  p r i v a t e  investments i n  Ghana ($616 
mi l l ion  by 1960), it has not  continued i t s  f i n a n c i a l  support a f t e r  
independence except f o r  a  minimal cont r ibut ion  of about $250,000 a  
year i n  t echn ica l  a s s i s t ance  and a  $14 mi l l ion  loan on the Volta 
Dam. The B r i t i s h  a l s o  furnished some m i l i t a r y  a s s i s t ance .  This 
small amount o f  a s s i s t ance  r e s u l t s  from both U . K .  and Ghanaian 
a t t i t u d e s .  The U.K., of course, has not  been responsive in  pro- 
v id ing s i g n i f i c a n t  c a p i t a l  a s s i s t a n c e  t o  any of t h e i r  former col- 
on ie s ,  Since independence, Nkrumah has pushed a pol icy  of divorce- 
ment from any program which might involve him wi th  the  B r i t i s h .  

West Germany, I s r a e l  and Yugoslavia have r ecen t ly  of fered  a  t o t a l  
of $80 mi l l ion  i n  c r e d i t s  f o r  sh ips ,  waterworks, t r a c t o r s ,  e t c .  

Assistance from the  Communist b loc ,  which began i n  1960, has been 
concerned almost e n t i r e l y  with the  establishment of i ndus t r i e s ,  
hydro-e lec t r ic  p r o j e c t s  and 6000-acre s t a t e  farms. Long-term 
c r e d i t s  amount t o  approximately $200 mi l l i on .  

FY 1964 Program 

In  view of e x i s t i n g  U.S.-Ghanaian r e l a t i o n s h i p s ,  the  U.S. a s s i s t -  
ance program is  d i r ec t ed  t o  a r e a s  of influence i n  which it is f e l t  
t h a t  p ~ s i t i v e  e f f e c t s  can be r e a l i z e d .  These are  i n  the  f i e l d s  of 

ag r i cu l tu re ,  publ ic  hea l th  and the  a n c i l l a r y  a c t i v i t i e s  r e l a t e d  
t o  the  Volta River Valley Development p ro jec t s .  

Through i t s  a g r i c u l t u r e  a c t i v i t i e s  in extension,  education and 
land use and water conservation,  t h e  five-year old  A.T.D. progrm 
has  produced some s i g n i f i c a n t  r e s u l t s ,  and has been a convenient 
device f o r  maintaining a  favorable  image of the United States by 
a  l a r g e  segment of t he  Ghanaian population, inc luding government 
o f f i c i a l s  i n  pos i t i ons  of r e spons ib i l i t y .  

A. I.D. w i l l  continue t o  provide a s s i s t ance  in e s t ab l i sh ing  and 
upgrading the na t iona l  ag r i cu l tu re  extension se rv ice  while con- 
cen t r a t ing  on such s p e c i f i c  problems a s  s o i l  conservation which 
confront the Ghanaian goal  of d i v e r s i f i e d  a g r i c u l t u r e  production. 
This w i l l  be i n  the  form of demonstration, education and advisory 
se rv ices .  In helping Ghana t o  meet i t s  large-scale hea l th  prob- 
lems, A.I.D. w i l l  continue t o  a s s i s t  the  Government t o  provide 
increased heal th  se rv i ces .  Given t h e  heavy U.S. investment and / i n t e r e s t  in t he  Volta p r o j  c t s ,  A.I.D. w i l l  continue t o  provide 
advisory  services  and surveys t o  the  Volta River Authority i n  
order t h a t  it may e f f e c t i v e l y  discharge i t s  r e s p o n s i b i l i t i e s .  

The t o t a l  of Development Grant a s s i s t ance  requested fo r  FY 1964 
is  $2.45 mill ion,  somewhat l e s s  than the  projec ted  FY 1963 pro- 
gram. 
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( In mii 1 ions of  d o l l a r s )  
Fy '"62 m r  I L  r I a/ "'+ l 

FY 196.2 Estimated Proposed 

Development Loans - Tota l  

I ndus t ry  and Mining 
Power and ~ommunicat ion 7.0 
Educat ion - 

Development Grants  - Tota l  1 . 8  2 .5  2 . 4  

A g i c u l t w e  and Natura l  
R ~ S O V T C ~ S  1.4 1 . 0  1 . O  

I ndus t ry  and Mining 0 . 3  0.1 
Heal th  and S a n i t a t i o n  0.1 0.7 0 . 8  
Ot'ner 9 .4  0 .5  0 .5  

Deobl iga t ions  During FY 1962 -0.1 xx xx 

Other U.S. Ass i s tance  
M i l i t a r y  Ass i s tance  Program 31 

I -- 
Obl iga t i ons  and Cormnitments FY FY FT 

( m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 1961 1962 1946-1962 

AGENCY FOR INT 'L. DEVELOPMF;nTT - M T L  
Technical  ~ o o p , / ~ e v e l o p m e n t  Grants  . .................. Development Loans ....................... Other A . I . D .  

FOOD FOR PEACE (P.L. 480) - TOTAL .............. T i t l e  I, Country Uses ............... (Sa l e s  ~ g r e e m e n t s )  ........................... T i t l e  I1 .......................... E t l e  I11 ........................... T i t l e  IV 

........... EX-IM BANK LONG-TERM LOANS 

....... OTHER U.S. ECONOMIC ASSISTANCE 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. 
M.A.P. - Cred i t  Ass i s tance  ......... 
Other M i l i t a r y  Ass i s tance  .......... 

ASSISTANCE FROM INT 'L. AGENClES 
IBRD - World Bank .................. 
UK Tech. Assl t .  (cY ending i n  FY) .. 

. . . . . . . . . . . . . . . . . . . .  UN Spec i a l  Fund 

. . . . .  SINO-SOVIET BLOC ASSISTANCE (CY) 142.7 

LOAN $ REPAYMENTS & INTEREST 
A I . D .  and P.L. 480 Loans . . . . . . . . . .  - 
Ex-Im Bank (Long-~errr.) ............. - 
Other Government Loans . . . . . . . . . . . . .  - 
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Guinea 

Guinea- BASIC ECONOMIC DATA 

T U N I S I A  

A L G E R I A  L I B Y A  I 
1 

I M A L I  ; N I G E R  j 

\ ', ,-., 

Country Background 

Prior  t o  i t s  independence, Guinea was under French colonial administration 
and i t s  economy was closely oriented towards France. I n  1958, Guinea sev- 
ered a l l  t i e s  with i t s  former metropole, the only French African te r r i to ry  
to  do so, and accepted large-scale assistance from the Soviet bloc. 
Guinea's p o l i t i c a l  dynamism has since exerted a strong influence on nation- 
a l i s t i c  elements throughout Africa. 

The Guinea economy, though l i t t l e  dweloped, has greater potent ial  than 
many West African States .  Despite the fac t  tha t  the country i s  endowed 
with great mineral wealth (bauxite, iron ore and indus t r ia l  diamonds), 
Guinea's economic l i f e  i s  s t i l l  largely characterized by subsistence agri- 
culture. Fbwwer, Guinea i s  not self-sufficient and must import i t s  basic 
food staples. 

Historically, Guinea has suffered from a chronic balance-of-payments dis- 
equilibrium. While membership i n  the franc zone has previously satisfac- 
t o r i l y  resolved t h i s  problem, Guinea's rupture with France and i t s  issuance 
of a national currency untied t o  any monetary bloc forced the country, 
unsuccessfully, t o  reorient i t s  t rade relat ions.  The resul tant  inconverti- 
b l e  character of the Guinea franc constitutes a major problem. 

....... Lmual Population Growth 3 .  Agricultural Land .............. ;ross National Product (1961). Percent of Area ".a. ............. Total ($  illi ion) ............ 185 Acres per Capita nea- .................. Per Capita GNP (Dollars) ..... a Literacy Rate 
Pupils - $ of Pop. ( ~ r i m / ~ e c o n d . )  
Life Expectancy (years) ........ 3O 
People per Doctor ............ .36,000 

1962(Est) 1961 - 1960 - 1959 - - 
iGRICULTURAL PROD. INDM (1952-$4=100) 133 

13' 105 ................... 13' 108 

n.a. 

Per Capita Index 112 n.a. .......... Rice, paddy (1000 MT) 287 288 288 n.a. 

SLECTFUC POWER OUTPUT (KWH per capita) 7 7 8 8 

[NTFLRNATIONAL TRADE ($ Million) 
Total Exports ( f  .o.b.) ............. 29 55 61 n.a. 

Alumina ........................ ( 0  ( 18) (29) (n.a.1 
Total Imports (c.i .f  .) ............. - 62 50 73 - n.a. .................... Trade Balance -12 -33 7 5  - n.a. 

..... kGFUCULTlJFL4L EXPORTS ($ Million) 24 28 21 n.a. 

Converted a t  247 Guinea francs per U.S. dol lar .  

The break i n  Guinea-French p o l i t i c a l  r e h t i o n a  also resulted i n  a mass 
evacuation of v i r tua l ly  a l l  French entrepreneurs and administrators, a void 
which has never been adequately f i l l e d  both in  terms of technical as  well 
as  capi tal  requirements. The serious "technical" gap alone constitutes a 
serious handicap to  Guinea's economic growth. 

Upon achieving independence, the  Guinea Government turned t o  the Soviet 
bloc for  immediate assistance. The l a t t e r  was quick t o  seize t h e ~ p p o r -  
tuni ty by increasing considerably i t s  almost non-existent trade with Guinea 
and by proffering substant ial  a id  credits.  The bloc hoped to  use Guinea a s  
a Communist model f o r  other underdweloped countries of the world. I n  1962, 
however, Guinea, concerned about the potent ial  f o r  bloc subversion, became 
dissat isf ied with cer tain aspects of Soviet a id,  and began seeking t o  
re-establish closer  t i e s  with the West. 



must not bm divulged to unauthorizad Indi- 

The fundamental 1J.S. ob iec t , iva  i n  C l ~ i n ~ n  i n ,  t .hat ,  t h ~  rm1ntr:r 
a c h i e v e  and main ta in  economic and p o l i t i c a l  independence from the 
b l o c  and I n c r e a s e  i t s  c o o p e r a t i o n  w i t h  t h e  West. I t  i s  impor tan t  
t o  U.S. s e c u r i t y  i n t e r e s t s  t h a t  Guinea n o t  be used a s  a Communist 
b a s e  t o  spread  r a d i c a l  ant i -Wesfern d o c t r i n e s  and S o v i e t  b l o c  
i n f l u e n c e  i n  A f r i c a ;  f u r t h e r ,  t h a t  G u i n e a ' s  proven m i n e r a l  w e a l t h  
con t inue  t o  be  a v a i l a b l e  t o  t h e  West and n o t  be c o n t r o l l e d  by t h e  
b l o c .  

The Uni ted  S t a t e s  i n t e n d s  t o  con t inue  t h e  po l icy ,  s u c c e s s f u l  t o  
d a t e ,  of  making t h e  Guinaans aware through a i d  t h a t  t h e r e  i s  an 
a l t e r n a t i v e  t o  complete dependence on t h e  b loc  i n  an e f f o r t  t o  
a c c e l e r a t e  t h e  movement toward t h e  West. The United S t a t e s  w i l l  
encourage t h e  r e i n t e g r a t i o n  of Gii jnpa i n t n  t h e  Wezt A f r i c a n  and 
F r e e  World community, w i t h  Guinea hopefu l iy  assuming a  more mod- 
e r a t e  and l e s s  anti-West d o c t r i n a i r e  r o l e .  Such r e i n t e g r a t i o n  
should  r e d u c e  Guinea 's  dependence on t h e  b loc .  The United S t a t e s  
w i l l ,  i n  p a r t i c u l a r ,  a t t e m p t  t o  s t i m u l a t e  and encourage t h e  re -  
sumption of normal economic r e l a t i o n s  between Guinea and France ,  
i n  t h e  e x p e c t a t i o n  t h a t  t h e  major and l e a d e r s h i p  r o l e  i n  connec- 
t i o n  w i t h  a i d  w i l l  be assumed by t h e  former metropole, the reby  
r e d u c i n g  t h e  a i d  burden on t h e  United S t a t e s .  

The Uni ted  S t a t e s  w i l l  con t inue  t o  coopera te  with t h e  Government 
of Guinea i n  i t s  a t tempt  t o  improve t h e  c l imate  f o r  p r i v a t e  en- 
t e r p r i s e  through i n d u s t r i a l  surveys  and a s s i s t a n c e  i n  government 
o r g a n i z a t i o n .  Also, Agency f o r  I n t e r n a t i o n a l  Developnent (A. I.D.) 
w i l l  c o n t i n u e  t o  provide l i m i t e d  c a p i t a l  and t e c h n i c a l  a s s i s t a n c e ,  
a s  w e l l  a s  balance-of-payments suppor t ,  b u t  with a  view toward a  
g radua l  d iminut ion  of  commodity a s s i s t a n c e  ( o t h e r  than  P.L. 480) .  

Cur ren t  S i t u a t i o n  

In  1962, t h e  Guinea Government took a  number of impor tan t  s t e p s  
toward l i b e r a l i z i n g  i t s  l a r g e l y  Government-controlled econorny. 
In  a d d i t i o n ,  t h e  inf low of  Western p r i v a t e  c a p i t a l  has  been en- 
couraged i n  p r a c t i c a l  ways: a  new Guinean Investment Code was 
promulgated; Investment Guarantee agreements were s igned w i t h  t h e  
Governments o f  Swi tzer land ,  Western Germany, and t h e  United S t a t e s ;  
Guinea took  s t e p s  t o  become a  member of t h e  I n t e r n a t i o n a l  I'lonetary 
Fund (IMF) and t h e  World Bank; and t h e  Guinea Government reques ted  
U.S. a s s i s t a n c e ,  i n  a t t r a c t i n g  f o r e i g n  investment f o r  i t s  indus-  
t r i a l  s e c t o r .  The l a t t e r  i s  b e i n g  provided under an A . 1 . D . -  
f inanced  c o n t r a c t .  On t h e  Afr ican  p o l i t i c a l  scene, Guinea h a s  
i n c r e a s e d  i t s  c o n t a c t s  w i t h  i t s  more 'Imoderate1l ne ighbors  and i s  
s e e k i n g  t o  a s s o c i a t e  i t s e l f  w i t h  p r a c t i c a l  r e g i o n a l  a c t i v i t i e s .  

PRIOR and CURRENT PROGRAMS 
[Millions of Dollars) 

1 Develop. Loans 

I D.L. Estimde $ 3 -6 Million 

I n  r e c e n t  months Guinea h a s  shown ev idence  of  e x e r t i n g  s e r i o u s  - 
e f f o r t s  t o  o f f c c t  a  rapprochement w i t h  France,  b s t h  on a  p o l i t -  
i c a l  a s  w e l l  a s  on an economic p lane .  There have been c l e a r  in-  
d i c a t i o n s  of  a  f a v o r a b l e  response  on t h e  p a r t  of t h e  French 
Government. This  may foreshadow some French economic a s s i s t a n c e  
t o  Guinea and a l s o  a n  improvement i n  G u i n e a ' s  t r a d e  p o s i t i o n  and 
p o s s i b l y  some backing of  i t s  currency.  This  development and o t h e r  
Western European a i d  would have f a v o r a b l e  r e p e r c u s s i o n s  on t h e  
p o l i t i c a l  a s  wel l  a s  economic s t a b i l i t y  of  Guinea and, consequently,  
c o n t r i b u t e  t o  t h e  s e c u r i t y  of  t h e  Free World. On t h e  o t h e r  hand, 
u n l e s s  t h e  p r e s e n t l y  c o n s t i t u t e d  moderate Government of Guinea 
succeeds i n  showing v i s i b l e  evidence o f  economic p r o g r e s s  i n  t h e  
immediate f u t u r e ,  t h e r e  i s  danger  of a  resurgence  of  Communist 
i n f l u e n c e .  

FY 1964 Program 

P o l i t i c a l  c o n s i d e r a t i o n s  con t inue  t o  u n d e r l i e  t h e  A . I . D .  program 
t o  Guinea and t o  determine i t s  c h a r a c t e r  and scope. The program 
is be l ieved  t o  have in f luenced  t h e  Guinea Government t o  t u r n  t o  
t h e  West. In pursu ing  t h e  b a s i c  U.S. o b j e c t i v e  of  weaning Guinea 
from dependence on b l o c  t r a d e  and a i d ,  a  major element  of t h e  FY 
1964 program of U.S. a s s i s t a n c e  i s  designed t o  b r i n g  some ba lance-  
of-payments r e l i e f  t o  Guinea. For  t h i s  purpose bo th  P.L. 480 
produc ts  and n o n - a g r i c u l t u r a l  commodities a r e  be ing  f inanced .  - 9 3 
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Country: GUINEA 

Equal ly s t r e s s e d  i s  t h e  promotion o f  domest ic  and f o r e i g n  p r i v a t e  
investment  o p p o r t u n i t i e s  a s  a  means of  i n t r o d u c i n g  small-scale  
i n d u s t r i e s  i n  Guinea. 
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FY 1964 A.1.D.-financed a c t i v i t i e s ,  a l l  of  which were i n i t i a t e d  
i n  p rev ious  y e a r s ,  have been s e l e c t e d  e s s e n t i a l l y  on t h e  b a s i s  of  
t h e i r  t e c h n i c a l  and economic m e r i t s ,  and t h e i r  impact va lue .  The 
b a s i c  i n t e n t i o n  i s  t o  permi t  t h e  Guinean a u t h o r i t i e s  t o  c o n t r a s t  
t h e  o f t e n  o s t e n t a t i o u s ,  p o l i t i c a l l y - m o t i v a t e d  b l o c  p r o j e c t s  ( s u c h  
a s  t h e  s p o r t s  s tadium and t h e  r a d i o  s t a t i o n )  w i t h  t h e  produc t ive  
and economical ly meaningful  a c t i v i t i e s  sponsored by t h e  United 
S t a t e s .  The p r o j e c t e d  Development Grant  program focuses  on educa- 
t i o n  a c t i v i t i e s ,  inc lud ing  v o c a t i o n a l  t r a i n i n g ,  s c h o l a r s h i p s  and 
t r a i n i n g  g r a n t s  i n  American schools ,  and i n s t r u c t i o n  i n  t h e  f i e l d  
of p u b l i c  a d m i n i s t r a t i o n .  The purposes a r e  n o t  on ly  t o  i n c r e a s e  
t h e  Guineansi t e c h n i c a l  and p r o f e s s i o n a l  l e v e l s  o f  competence and 
t o  improve government a d m i n i s t r a t i o n ,  b u t  a l s o  t o  counte r  e x t e n s i v e  
Communist i n f l u e n c e  among t h e  second g e n e r a t i o n  l e a d e r s  by fami l -  
iarizing them w i t h  U.S. i n s t i t u t i o n s  and concepts  and t h e  hmsr ican  
way of l i f e .  The A. I . D .  p r o y a m ,  i n  an e f f o r t  t o  expand G u i n e a ' s  
a g r i c u l t u r a l  base ,  i s  a l s o  prov id ing  U.S. t e c h n i c a l  and advisory  
s e r v i c e s  t o  promote corn  and r i c e  l a n d  c u l t i v a t i o n .  

FINANCIAL DATA - 

FP 1964 A. I. D. PROPOSED PROGRAM 

- I I I 

(1 
- 

( I n  m i l l i o n s  of  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imate Proposed 

Development Loans - T o t a l  - 2 .1  3 - 6 6 .  0  
Power and Communication - 2.1 

Development Gran ts  - T o t a l  2.6 2.5 2.9 

Educa t ion  1 .3  1.5 1 .4  
P u b l i c  S a f e t y  and P u b l i c  

Adminis t ra t ion  0.3 0 . 1  0 .7  
P r i v a t e  E n t e r p r i s e  0.4 0.3 0.2 
Genera l  and Miscel laneous 0.6 0.6 0.6 

Suppor t ing  A s s i s t a n c e  - T o t a l  3.5 5.0 5.0 
P r o j e c t  0 . 1  - - 
~ o n i P r o  j e c t  3.4 5.0 5.0 

Other  U.S. A s s i s t a n c e  
Food f o r  Peace. T i t l e s  I and IV: 

Country Uses 3  - 3  11. 4 11.4 
( S a l e s  Agreements ) (4.3 (15.0) (15.0) 

LGENCY FOR INT 'L . DEVEJXPMENT - TOTAL 0 .2  
Technical  ~ o o ~ . / ~ e v e l o p m e n t  G r a n t s  . 0 .2  .................. Development Loans - ....................... Other  A . I . D .  - 

O b l i g a t i o n s  and C o d t m e n t s  
m i l l i o n s  o f  d o l l a r s  & d o l l a r  equiv.) 

.OOD FOR PEACE (P .L. l@O) - TOTAL - 
T i t l e  I, Country Uses .............. - 

( s a l e s  ~ g r e e m e n t s )  ............... ( -) 
T i t l e  I1 ........................... 
T i t l e  I11 .......................... ........................... T i t l e  IV 

........... =-Dl BANK LONG-TERM LOANS 

....... ITHER U.S. ECONOMIC ASSISTANCE 

ULITARY ASSISTANCE ................. M.A.P. - Grant Aid ......... M.A.P. - C r e d i t  A s s i s t a n c e  
Other  M i l i t a r y  A s s i s t a n c e  .......... 

4SSISTANCE FROM INT'L. AGENCIES 
UN Tech. Asst t. ( C Y  ending i n  FY) ... 

..................... UN Spec ia l  Fund 

..... SINO-SOVIET BLOC ASSISTANCE (cY). 

.......... LOAN $ REPAYMENTS & INTEREST 

FY 
1961  

FY 
1962 

FY 
1946-1962 
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Liberia 

Population (millions - 1962). ....... 1.0 Life Expectancy ....... n.a. 
Annual Growth (percent) ........ 1.5 

.......... Peop le  per Doc to r . .  14,700 
Area (1000 sq. mi.) ............... 43 

Pop. Density per sq. mi. ........ 22 Literacy Rate - % ............ 5 
Agricultural Land 

Percen t  of Total  A r e a  ........... 20 P u p i l s  a s  56 of Pop.  .......... -3 
Acres per  Capita  :. ............. 6 (Primary & Secondary) 

LIBERIA - GROWTH TRENDS I 

Calendar  Years 
1959 1960 - - - 1961 1962 Frt. 

INTERNATIONAL TRADE (S millions) 
............ Total  Exports  (f.0.b.). 69 77 66 70 

Rubber.................. (31) (36) (27) (27) 
Tota l  hnporte (c.i.f.) ............. 2 84 

Trade  Balance ................. +18 

C O L D & S E O R T - T E B M D O ~ . . .  20 17 22 n.a. 
(end of year - S millions) 

RUBBER MPORl' PRICE INDEX ... 
(1958=100) 

,ROU'TH INDICATORS 

'otal GNP (in 1961 prrces; $ millions)' ...................... 
P e r  Capita  GNP (dol lars)  ...................................... 

lvestment a s  percent of GYP ................................... 
omest ic  Savings a s  % of Investment .......................... 
et Foreign Balance a s  Od of CNP ............................... 
entral Gov't Domestic Revenues a s  '3 of CNP .............. 

picul tural  Prod. Index (1952-54300) ......................... 
Index per Capita  ................................................. ................. Rice, paddy (1;000 M!P) 

........... ron Ore Production (1,000 MP) 

ENTRAL GOVERNMENT FmANCES* 
(FY ending December 31) 

otal  Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Copitol Outloyt)  ............................................ 

otal Domestic Revenues ......................................... 

Deficit or Surplus ............................................... 

Calendar Years 
1959 - - 1960 - 1961 1962 Est .  

156 162 160 180 
160 164 159 177 

- Million Dollor Equivalents - 
1960 1961 1962(~udget) 

42 39 41 
N o t  A v a i l a b l e  
(16 (13) (10) 

Liberian currency is U.S. dol lar .  

Country P r o ~ r e s s  

Liberia's inadequacies and general lack of p o l i t i c a l  reform and social  improvement 
contrast v l th  i t s  increased wealth and potent ial  f o r  economic growth. !The massive 
iron ore investment has raised national investment t o  an estimated one-third t o  one- 
half of Gross Natioaal Product (GW) i n  1960-1963. Liberia's GNP i s  expected t o  
double between 1962 and 1970, the  major contributor being the iron ore investment 
and subsequent production. 

In sp i te  of increased investment, GNP, and expofis, Liberia i s  faced with short-term 
d i f f icu l t i es .  The estimated increases i n  government revenue u n t i l  1966 w i l l  a l l  be 
needed for  re t i r ing  f insncial  obligations, now about f ive  times the s ize  of govern- 
ment revenues i n  1962. In sp i te  of attempts a t  budget auster i ty ,  therefore, there 
w i l l  be l i t t l e  o r  no revenue l e f t  f o r  c r i t i c a l  development expansion. Liberia's 
t rade d e f i c i t  v l l l con t inue  m i l e  equipment i s  being imported f o r  mining expansion. 

Same additional progress vas made i n  1962 toward encouraging the pr ivate  sector and 
diversifying industry including actions leading t o  new plants, and the establishment 
of a Liberian Developtent Bank, t o  be financed by the International Finance Corpora- 
tion. 
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Shaded areas are SECURITY CLASSIFIED and 
muat not be divulpad to unauthorized indi- 

U.S. 0 b . i e c t i v e s  and S t r a t e w  

The Uni ted  S t a t e s  has had a c o r ~ t i n u i n g  i n t e r e s t  i n  L i b e r i a  s i n c e  
i ~ a  S ~ ~ L ~ ~ I I M J L  11; ~o;u uy lor'iner u .a. s l a v e s  Supported by p r i v a t e  
p h i l a l ~ t h r o p y .  Amoricm p r o t e c t i v e  diplomacy i n  t h e  n i n e t e e n t h  
and e a r l y  t w e n t i e t h  c e n t u r i e s  a s s i  s t p d  t h e  s t r u g g l i n g  n a t i o n  t o  
remain independent .  Tilis and t h e  agreements  with F i r e s t o n e  
Company d a t i n g  back t o  -1926 have c l c s e l y  t i a d L i b e r i a  t o  t h e  
United S t a t e s  b o t h  f i n a n c i a l l y  and p o l i t i c a l l y .  P r e s i d e n t  
Tubman's 19L4 pronouncement of an "open door" investment  polic-y, 
t h e  klorld War 11 m i l i t a r y  r i g h t s  a c q u i r e d  by the  United S t a t e s  a t  
R o b e r t s f i e l d  and t h e  Monrovia P o r t ,  and an agreement f o r  t h e  
Voice o f  America (VOA) r e l a y  s t a t i o n  i l l u s t r a t e  t h e  ~ l n i  
c e p t i v i t y  of L i b e r i a  t o  U.S. requ i rements  i n  Afr ica .  

i a  a r e :  ( a )  t o  b r i n g  about  
s t i t u t i o n s  of  t h a t  n a t i o n  

s o  t h a t  o v e r  t h e  n e x t  
decade f i r m l y  e s t a b l i s h e d  reforms cm be i n s t i l l a d  t o  ---- u - D ~ ~ T B  

s u s t a i n e d  development when t h e  i r o n  o r e  revenues a r e  s t a b i l i z e d ;  
{ b )  t o  prov ide  a  demonstrat ion,  i n  a  c o n t i n e n t  h e a v i l y  i n f l u e n c e d  
by v a r i o u s  i d e a s  of  s o c i a l i s m  and s t a t e  c o n t r o l s ,  t h a t  a  count ry  
devoted  t o  p r i v a t e  e n t e r p r i s e  can be responsive t o  t h e  needs of 
i ts  people and can grow and develop economically and s o c i a l l y ;  
( c )  t o  a s s u r e  maintenance of  a s t a b l e  government s t r o n g l y  o r i e n t e d  
toward t h e  Uni ted  S t a t e s  and t h e  West whi le  providing a  s t a b i -  
l i z i n g ,  moderat ing and l e a d e r s h i p  r o l e  i n  E r i c a ;  and ( 6 )  t o  d i s -  
charge t h e  s p e c i a l  r e s p o n s i b i l i t i e s  of t h e  United S t a t e s  i n  
s u p p o r t i n g  t h i s  count ry  r e s u l t i n g  from o u r  unique h i s t o r i c a l  
r e l a t i o n s h i p s .  

U.S. a i d  i s  designed t o  inyluence t h e  d i r e c t i o n  and course  of t h a t  
development, t o  o b t a i n  a more e f f e c t i v e  and e q n i t a b l ~  d i s t r i b u -  
t i o n  o f  its weal th,  and t o  h e l p  e s t a b l i s h  t h e  i n s t i t u t i o n a l  means 
f o r  e f f e c t i v e  government. We p l a n  t o :  

( 1  1 r e q u i r e  a  s i g n i f i c a n t  L i b e r i a n  c o n t r i b u t i o n  t o  Agency f o  
I n t e r n a t i o n a l  Development ( A . 1  . D. ) - supported a c t i v i t i e  

( 2 )  p rov ide  s i g n i f i c a n t  t e s h n i c a l  a s s i s t a n c e  over an extended 
t ime  t o  h e l p  L i b e r i a  improve i t s  educa t iona l  system and t h u s  
meet i t s  middle and h igher  l e v e l  manDower needs: and 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s l  

FY 1963 42.8 

PROPOSED PROGRAM 

( 3 )  impar t  q u a l i t y  and d i r e c t i o n  t o  L i b e r i a n  p o l i c y ,  p lann ing  
aiid in~ple l r~er l t a t iu r~ .  

C u r r e n t  S i t u a t i o n  

U n t i l  ve rv  r e c e n t l y .  t h e  Government of L i b e r i a  J G O L )  has  done " ,  
p r a c t i c a l l y  no th ing  t o  improve t h e  c o n d i t i o n s  of l i f e  i n  t h e  r u r a l  
a r e a s .  With t h e  i n c r e a s i n g  p o l i t i c a l  p r e s s u r e  genera ted  by 
A f r i c a n  independence, P r e s i d e n t  Tubman has  now accep ted  t h e  
development of t h e  r u r a l  a r e a s  a s  a  pr imary o b j e c t i v e  of h i s  
government. However, t h e  most c r i t i c a l  inadequac ies  a r e  no t  
b e i n g  s u f f i c i e n t l y  c o r r e c t e d .  Shor tages  of competent middle 
l e v e l  personne l - - sk i l l ed  c l e r i c a l  workers ,  s t a t i s t i c i a n s ,  sec re -  
t a r i e s ,  accountan ts  and e c o n o m i s t s - - r e s t r i c t  t h e  e x t e n t  t o  which 
government can expand i t s  s e r v i c e s .  S i m i l a r  s h o r t a g e s  e x i s t  wi th  
r c n p c c t  t o  t h c  e d u c a t i o n a l  system, c~mmercz d ~ l d  i i ~ h s t r y .  

These d e f i c i e n c i e s ,  and t h e  g e n e r a l  l a c k  of p o l i t i c a l  reform o r  
s o c i a l  improvement, s h a r p l y  c o n t r a s t  w i t h  L i b e r i a ' s  i n c r e a s e d  
w e a l t h  and f a v o r a b l e  economic growth p o t e n t i a l .  Massive p r i v a t e  
f o r e i g n  investment  i n  i r o n  o r e  e x t r a c t i o n  w i l l  be an impor tan t  
f a c t o r  i n  p r o j e c t e d  doubl ing  of  Gross Nat iona l  Produc t  (GNP) 
between 1962 and 1970. I n c r e a s e s  i n  revenues u n t i l  1966 w i l l  be 
o f f s e t  by r e t i r e m e n t  of c u r r e n t  f i n a n c i a l  o b l i g a t i o n s  which a r e  



Country: LIBERIA 
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e q u a l  t o  f i v e  t imes  t h e  1962 government revenues.  Government 
expendi tu res  f o r  s o c i a l  and economic development cannot  be  expanded 
s i g n i f i c a n t l y  d u r i n g  t h i s  p e r i o d  w i t h o u t  i n c u r r i n g  more d e b t  o r  
r e c e i v i n g  o u t s i d e  g r a n t s .  Yet s u b s t a n t i a l  i n c r e a s e s  i n  expendi- 
t u r e s  w i l l  b e  necessary  i f  even a  moderate  l e v e l  of  governmental 
s e r v i c e s  i s  extended t o  t h e  t r i b a l  people .  

While L i b e r i a n  s t a t i s t i c s  a r e  incomplete ,  a v a i l a b l e  d a t a  sugges t  
t h a t  t h e  r a t i o  o f  domest ic  sav ings  t o  GNP i s  low and dropping some- 
what. I f  t h i s  t r e n d  cont inues ,  when i n  t h e  n e x t  few y e a r s  t h e  cur- 
r e n t  e x t r a o r d i n a r y  e x t e r n a l  c a p i t a l  in f low i s  g r e a t l y  reduced,  . 
domest ic  sav ings  w i l l  b e  i n s u f f i c i e n t  t o  permi t  investment  a t  
l e v e l s  necessarv  t o  s u s t a i n  adequa te  growth. 

The p r o c e s s  of p l a n n i n g  f o r  economic development i n  L i b e r i a  began 
w i t h  a  Five-Year Davelopment P lan  i n  1951. Agains t  i t ,  t h e  
L i b e r i a n  Government s e t  a s i d e  20% of i t s  annua l  revenues f o r  
a l l o c a t i o n  t o  development p r o j e c t s  which were i n t e g r a t e d  w i t h  
U.S. t e c h n i c a l  a s s i s t a n c e  programs. The 1951 p l a n  was l a t e r  ex- 
tended t o  a  Nine-Year Development P l a n  (1951-1959) which e x p i r e d  
i n  3960 wi thout  any r e a l  p lann ing  achievements .  The growth of 
t h e  modern s e c t o r  of t h e  economy d u r i n g  t h e  p s s t  decade has  out-  
s t r i p p e d  t h e  c o u n t r y ' s  development of  i t s  a d m i n i s t r a t i v e ,  f i n a n c i a l  
and manpower r e s o u r c e s ,  r e s u l t i n g  i n  s e r i o u s  b o t t l e n e c k s .  I t  h a s  
been recognized  t h a t  a  more s y s t e m a t i c  and e f f i c i e n t  p lann ing  
i n s t i t u t i o n  should r e p l a c e  t h e  J o i n t  Commission. Accordingly,  
t h e  N a t i o n a l  Planning Agency was c r e a t e d  by l e g i s l a t i v e  a c t  l a s t  
May. I t  w i l l  f i r s t  p repare  an i n i t i a l  development p l a n  f o r  use  
i n  t h e  L i b e r i a n  1964 budget .  

FY 1964 Program 

The proposed FY 1964 program w i l l  con t inue  t o  demonstrate  A . I . D . ' s  
s t r e s s  on long-range economic development and i n s t i t u t i o n a l  
changes i n  L i b e r i a .  The combined t e c h n i c a l  and c a p i t a l  A . I . D .  
a s s i s t a n c e  l e v e l ,  however, i s  e s t i m a t e d  a t  l e s s  t h a n  h a l f  of t h e  
amount planned i n  1963 w i t h  o t h e r  U.S. programs f o r e c a s t  a t  
s l i g h t l y  l a r g e r  l e v e l s .  A c t i v i t i e s  under  P  .L. 480 ( T i t l e  I V ) ,  
Peace Corps and t h e  m i l i t a r y  a s s i s t a n c e  a c t i v i t y  approved i n  
e a r l i e r  y e a r s  a t t a i n  peak l e v e l s  n e x t  y e a r .  

To h e l p  ach ieve  U.S. o b j e c t i v e s  i n  L i b e r i a ,  t h e  proposed A . I . D .  
program w i l l  emphasize: ( a )  improvement of p u b l i c  s e c t o r  resource  
a l l o c a t i o n s ;  ( b )  inducement of o t h e r  L i b e r i a n  s e l f - h e l p  and reform 
measures; ( c )  expanded e d u c a t i o n a l  accomplishments and 

( d )  improvement of  government a d m i n i s t r a t i v e  e f f i c i e n c y ,  and 
s e r v i c e s  i n  r u r a l  a r e a s .  

The l a r g e s t  segment of Development Grant  a s s i s t a n c e  i s  educa t ion ,  
i n  recogni t ion  of t h e  v e r y  c o n s i d e r a b l e  l i m i t a t i o n  L i b e r i a ' s  
u n s k i l l e d ,  l a r g e l y  i l l i t e r a t e  p o p u l a t i o n  poses  t o  i t s  development. 
American a d v i s o r s  t o  t h e  M i n i s t r y  of  Educat ion and t h e  Monrovia 
school  a d m i n i s t r a t i o n  w i l l  h e l p  p l a n  improvements i n  school  
f a c i l i t i e s ,  c u r r i c u l a  and t e a c h e r s t  q u a l i f i c a t i o n s .  Other  A.'I .D.  
e d u c a t i o n a l  personne l  a r e  a s s i s t i n g  i n  two t e a c h e r - t r a i n i n g  
i n s t i t u t e s ,  a  Nat iona l  Medical Cente r ,  a  Voca t iona l  School and 
t h e  U n i v e r s i t y  of L i b e r i a .  Peace Corps v o l u n t e e r s  a r e  supple- 
menting the L i b e r i a n  pr imary and secondary t e a c h e r s  cadre .  
Technica l  t r a i n i n g  i n s t i t u t e s  a r e  planned by t h e  governments of 
Germany, Sweden and Swi tzer land .  Near ly  200 s t u d e n t s  p e r  y e a r  
a t  t h e s e  i n s t i t u t e s  would supplement t h e  A.1.D.-assisted v o c a t i o n a l  
school  annual o u t p u t  o f  125 h igh  school  g r a d u a t e s  and 20 p r a c t i c a l  
a r t s  t eachers  f o r  secondary s c h o o l s .  

The emphasis i,n p u b l i c  a d m i n i s t r a t i o n  a c t i v i t i e s  i s  on a s s i s t -  
ance t o  ob ta in  more e f f e c t i v e ,  e f f i c i e n t  management of  t h e  
n a t i o n a l  government. A . I . D .  w i l l  h e l p  i n  implementing t h e  
recommendations of  t h e  1961 s tudy  on government o p e r a t i o n s .  
American management a d v i s o r s  w i l l  a s s i s t  i n  r e o r g a n i z i n g  and 
p u r s u i n g  a d m i n i s t r a t i v e  improvements i n  p u b l i c  works, t r e a s u r y ,  
and l a b o r  a f f a i r s ,  a s  w e l l  a s  t a x ,  a u d i t  and j u d i c i a l  m a t t e r s .  
I n  a d d i t i o n ,  A . I . D .  w i l l  p rov ide  a d d i t i o n a l  a s s i s t a n c e  t o  t h e  
L i b e r i a n  e f f o r t  t o  p repare  a  comprehensive development p l a n  
cover ing  a p e r i o d  of  a t  l e a s t  f i v e  y e a r s .  The Peace Corps i s  
h e l p i n g  by p r o v i d i n g  a d m i n i s t r a t i v e  a s s i s t a n c e  t o  key m i n i s t r i e s  
which lack  q u a l i f i e d  s t a f f .  

Other  U.S. a s s i s t a n c e  from p r i v a t e  c a p i t a l  and t h e  Export-Import 
(EX-Im) Bank may range between '$25-50 m i l l i o n ;  however, t h e s e  
e s t i m a t e s  w i l l  be l a r g e l y  dependent upon GOL a c t i o n s  t o  p rov ide  
adequa te  f i s c a l  and deb t  management c o n t r o l s  w i t h i n  t h e  c u r r e n t  
y e a r .  A promising development i n  t h i s  connec t ion  i s  t h e  GOL's 
announcement of an " a u s t e r i t y "  budget  f o r  1963 w i t h  p r o v i s i o n s  f o r  
i n c r e a s e d  t a x e s  on l u x u r y  i t e m s .  German and Yugoslav c r e d i t s  of 
$12.7 and $3.0 m i l l i o n ,  r e s p e c t i v e l y  a r e  a v a i l a b l e  f o r  c a p i t a l  
p r o j e c t s .  A s s i s t a n c e  from t h e  I n t e r n a t i o n a l  Bank f o r  Recon- 
s t r u c t i o n  and Development (IBRD) may be  for thcoming,  f o l l o w i n g  a  
survey  of L i b e r i a ' s  r o a d s  requ i rements .  United Nations e x p e r t s  
and fe l lows  w i l l  be a c t i v e  i n  s t a t i s t i c s ,  manpower t r a i n i n g ,  
l a b o r .  a d m i n i s t r a t i o n ,  e d u c a t i o n a l  p lann ing ,  c i v i l  a v i a t i o n  and 
h e a l t h  c o n t r o l s .  
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Development Lcans - Tota l  - 33.7 9 .O 
Power and Communication - 27.0 
Health and San i t a t ion  - 4.7 
Education - 2.0 

Development Grants - Tota l  10.8 9.1 11.3 - 
Agricul ture  and Natural  
Resources 0 .7  0.3 0.7 

Health and San i t a t ion  0 .7  0.6 0.6 
Education 5 .0  5 .o 5.8 
Publ ic  Ssf e t y  and Public 
Administrat ion 2.9 2.0 2.8 

General and Miscellaneous 1 .6  1.2 1 . 4  

Deobligations During Fi 1962 0.1 xx xx 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I and I V :  

Country Uses 0 - 3  1.2 2+0 
(Sa le s  Agreements ) (0.3) (1 .2 )  (2 -0) 

M i l i t a r y  Assistance Program 1.8 2.0 2.0 



Liberia 

I P R O G R A M  

.................................... ECONOHlC - TOTAL 

ORAITS. . . .  ............................... 
LOAM9 .................................... 

AOEICY FOR I I T E R I A T I O I A L  OEVELOPMEIT - TOTAL. . . . . .  
C r a n t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I TECHNICAL CWPERATION/DEVELOPMENT GRANTS.. . . . . . .  

I DEVELOPMENT LOANS.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I OTHER A. I .  D.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

FOOD FOR PEACE ( P L  9 8 0 )  - TOTAL.. ................. 
T I T L E  I - PLANNED FOR GRANTS AND LOANS.. . . . . . . . .  

. . . . . . . . . . . . . .  l o k c  - C r a n t r  for C o m m m  Defense 
.. i o k d  - C r a n t r  from T r i a n g u l a r  T r o n s a c t i o n r . .  

. . . . . . . .  iOkc  - C r o n t r  for Economic Development 
. . . . . . . . . . . .  i o k e  - Loons to  P r i v a t e  I n d u s t r y . .  

iOkg - Loans to  Covernmentr . .  . . . . . . . . . . . . . . . . .  

. . . .  I ( T o t a l  S a l e s  Agreements).  

I T I T L E  I  I - EMERGENCY R E L I E F . .  . . . . . . . . .  

1 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  - W L L A R  CREDIT SALES. . . . . . . . . . . . . . . . . .  

I EXPORT-IMPORT BANK LOIO-TERM L O A I S  ................ 
I OTHER U . S .  ECOIOMIC PROBRAMS.. .................... 

I MI LITARY - TOTAL.. .................................. 

M I L I T A R Y  A S S I S T A I C E  PROGRAM - M A P  - ( C h p .  t o  ADD. ). . 
. .  (Addztion.1 Grants  from E z c e r r  Stocks) .  

FOREIGN A S S I S T A I C E  ACT PROGRAM .................... 
OTHER A S S I S T A I C E  .................................. 

OTHER ASSISTANCE AND REPAYMENTS 

ASSISTANCE FROM INTERNATIONAL AGENCIES S I N O - S O V I E T  BLOC ASSISTANCE LOAN DOLLAR REPAYMENTS AND INTEREST 

FY 9 F 9 2  Y 9 4 6 2  1 I I I . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
FY 1 9 6 1 ~  1962 FY 1946-62 . . .  UN Tech. A e e ' t .  (CT) 0.b 0.h 3.1 1 9 6 1  l C a l  endar  Y e a r ) .  - A.I .D.  and PL h80 b a n s  it 0 . 1  . . . . . .  I m spec ia l  ~ n d  1 . 0  - 1 I I 9 6 2  ( C a l e n d a r  Y e a r )  . . . . . . . . . . . . . . . . . . . . .  - I I Ex-Im. Bank (Long Term) 1.6 3.2 

Other G w e r m n t  b a n s  0.1 1.3 I 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  C u m v l a t l v e t h r u  1 9 6 2  - 

+ ~ e s s  than $50,000. 98 





Libya 

Libya- BASIC ECONOMIC DATA 

TUNISIA 

Population 1.2 mil. 

Area (sq. mi.). 679,000 I 

....... innual Population Growth 1.5% 
:ross National Product (1961)~  ............ Total ($ Million) 248 ..... Per  Capita GNP ( ~ o l l a r s )  204 

LGRICULTURAL PROD. INDEX (1952-5L'100) 
Per Capita Index ................... 

Olive o i l  (1000 MT) ............ 
LECTRIC POWER OUTPUT (KWH per  capi ta)  

:Nl'ERNATIONAL TRADE ($ Million) ............. Total Exports (f.o.b.1 
Petroleum ...................... 

Total Imports ( c  .i.f .) ............. 
Trade Balance .................... 

:OLD & FOREIGN EXCHANGE (End Yr.-$ Mil)?/ 

...... :OST OF L I V l N G  INDEX (1958=100) 
(Tr ipol i )  

Agricultural Land 
Percent of Area .............. 6% 
Acres per Capita ............. 22 

Literacy Rate .................. 35% 
Pupils - % of Pop. (~nm/Second.)  
Life Expectancy. ........ n.a. 
People per Doctor ............. .4,800 

1962 (Est 1961 - 1960 - 1959 - - 

76 85 9 6 101 ( Sept 

The United Kingdom of Libya i s  a cons t i tu t iona l  monarchy which achieved 
i t s  independence under t h e  auspices of t h e  United Nations i n  December 1951. 
Large i n  area,  Libya a t  the  time of independence was poor i n  known 
resources and lacked economic v i a b i l i t y ,  re lying heavily on external  a i d  
f o r  nearly half of the  country's t o t a l  revenues. 

m e  economic base f o r  self-support and development changed d r a s t i c a l l y  
when o i l  was discovered i n  commercial quan t i t i e s  i n  1959. O i l  company 
(mostly United S ta te s )  expenditures, which were estimated i n  excess of 
$800 mil l ion by t h e  end of 1962, broadened economic ac t iv i ty .  

Libya's o i l  revenues, i f  use& effect ively ,  MUM guarantee its f inanc ia l  
well-being. These revenues began t o  accrue t o  the  Libyan Government i n  
l a t e  1961 and the  t o t a l  f o r  t h e  period 1962-1966 i s  estimated a t  $500 m i l -  
l ion;  thereaf ter ,  t he  annual income may reach $150 million. lb channel 
the  bulk of t h e  ant ic ipated o i l  revenues in to  developing t h e  economy of 
Libya, the  Federal Government issued t h e  National Development Law of 1960, 
?&ich a l loca tes  56% of o i l  revenues t o  development and es tabl ished a cen- 
t r a l  planning agency by c r e a t i w  t h e  Development Council. The Council i s  
responsible f o r  prepir ing a Five-Year Development Plan which has not yet 
been completed. 

: Converted a t  $2.80 per  Libyan pound. a/- National Bank holdings. 

The Developent Council faces  considerable d i f f i c u l t y  i n  se l ec t ing  those 
projects  which would bes t  u t i l i z e  t h e  ant ic ipated heavy flow of o i l  reve- 
nues. Libya i s  primarily an ag r i cu l tu ra l  country with few economic 
resources apart  fmm o i l .  Three-quarters of t h e  population a r e  engaged i n  
agriculture.  Another 105  t o  15% work i n  t h e  processing and merchandising 
of derivative commodities. A population of 1 . 2  mil l ion presents  a small 
in t e rna l  market f o r  domestic industr ies .  It is unlikely t h a t  t h e  o i l  
industry w i l l  provide employment t o  more than 5$ of t h e  work force .  'here- 
fore ,  it i s  expected t h a t  much of t h e  Five-Year Plan and f u t u r e  Libyan 
l eg i s l a t ion  w i l l  be di rected primarily t o  encouraging f u r t h e r  ag r i cu l tu ra l  
ac t iv i ty .  
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pro-Western o r i e n t a t i o n ,  and a s s u r i n g  contirmed Western a c c e s s  t o  
Libyan o i l  r e s o u r c e s ,  Economic a s s i s t a n c e  i s  d i r e c t e d  primarily 
t o  f u r t h e r i n g  t h e s e  purposes ,  A s  a  c o r o l l a r y  o f  t h e  p o l i t i c a l  
o b j e c t i v e s  we have a concern w i t h  L i b y a ' s  a b i l i t y  and b K L 2 i n p e s s  
t o  manage its econosnEc development well enough t o  avoid widespread 
d i s c o n t e n t  and v u l n e r a b i l i t y  t o  o u t s i d e  p r e s s u r e s .  

1964 t o  t h e  Gov 

A i r  Force moni 

S ince  t h e  c o n s t i t u t i o n a l  amendments l a s t  December, Libya shows 
promise o f  becoming a  u n i f i e d  s t a t e ,  r e p l a c i n g  t h e  prev ious  l o o s e  
f e d e r a t i o n  of  t h r e e  prov inces .  

Development p lanning  and implementation by the Government has  been 
s p o r a d i c  and l a r g e l y  unsuccess fu l  i n  t h e  p a s t .  However, t h e  
Development Counci l  h a s  adopted i n  p r i n c i p l e  b u t  n o t  i n  d e t a i l  
t l ie 'ecomendat iono made by t h e  I n t e r n a t i o n a l  Bank f n r  R ~ c o n s t r u c -  
t i o n  and Development (IBRD) i n  1957. The Council h a s  been up- 
graded t o  c a b i n e t  rank. The P lanning  Council i s  now be ing  
s t r e n g t h e n e d  by t h e  a d d i t i o n  of competent Libyans and f o r e i g n  
a d v i s o r s .  

Economic development f a c e s  numerous o b s t a c l e s :  h e s i t a n c e  of 
Llbyan r u l i n g  c l a s s e s  t o  a c c e p t  f i n a n c i a l  reforms,  a  s t r o n g  r e -  
s i s t a n c e  on t h e  p a r t  of t h e  Libyan people  t o  new i d e a s  and change, 
a g r e a t  s h o r t a g e  of  competent Libyans t o  admin is te r  t h e  Government 

** 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 2.5 b Development Grants 

1 Ercl dsoblqol~ons. 9$ 5.1 Millmn bJb 0.3 Million 

PROPOSED PROGRAM 

& iwl&&' :*+&&, 'i &&j& Irrob*&,& .;*' 
inadequa te  f i s c a l  controls and a l a c k  of an eff'ectioe conoepk rtf 
a d m i n i s t r a t i v e  i n t e g r i t y .  With new o i l  wea l th  and s t r e n g t h e n e d  
a u t h o r i t y  o f  t h e  c e n t r a l  government, t h e  p r o s p e c t s  f o r  Libyan 
p l a n n i n g  and  d i r e c t i o n  of  i t s  development e f . f o r t s ,  a r e  somewhat 
b r i g h t e r  t h a n  h e r e t o f o r e ,  b u t  w i l l  depend upon t h e  e f f e c t i v e n e s s  
of  t h e  GOL i n  a d a p t i n g  t h e  adv ice  of i ts  development e x p e r t s  t o  
t h e  l o c a l  s i t u a t i o n ,  

FY 196L Program 

The proposed program c a l l s  f o r  $9 m i l l i o n  i n  Suppor t ing  Assist- 
ance and $1.5 m i l l i o n  i n  Development Gran ts .  The $9 m i l l i o n  i s  
t h e  l a s t  i n s t a l l m e n t  under  t h e  e x i s t i n g  agreement f o r  Wheelus 
A i r  Base, t h e  l a r g e s t  USAF t r a i n i n g  b a s e  overseas .  The b a s e  i s  
s t r a t e g i c a l l y  impor tan t  i n  view of  t h e  t e r m i n a t i o n  o f  U.S. base  
r i g h t s  i n  Morocco on December 31, 1963. 

Libya i s  r e c e i v i n g  s u b s t a n t i a l  a s s i s t a n c e  from o t h e r  donors .  
The United Kingdom has  made cash  g r a n t s  annua l ly  of b325,000 
( $9. I m i l l i o n )  s i n c e  1958. West Germany g r a n t e d  Libya $1 .25 
m i l l i o n  i n  1961 and prov ided  a  $7.5 m i l l i o n  l o a n  i n  1962. I t a l y ,  
Greece, N a t i o n a l i s t  China and t h e  United Nations c o n t r i b u t e d  
some t e c h n i c a l  a s s i s t a n c e .  
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The proposed a i d  program f o r  Libya i n  1964 i nvo lve s  a  s i g n i f i c a n t  
r educ t i on  i n  t h e  l e v e l  of a s s i s t a n c e ,  and a  d r a s t i c  change i n  t h e  
c h a r a c t e r  of  t h e  Agency f o r  I n t e r n a t i o n a l  Development ( A  .I .D. ) 
program. The proposed Development Grant l e v e l  f o r  FY 196L i s  $1 -5 
m i l l i o n  i n  c o n t r a s t  t o  t h e  annual  l e v e l  of $2.4 m i l l i o n  i n  FY 1962 
( g r o s s  o b l i g a t i o n s )  and FY 1963. This  w i l l  be phased doun as 
r a p i d l y  as U.S. p o l i t i c a l  i n t e r e s t s  permi t .  P r o j e c t s  have been 
reduced from 38 i n  1962 t o  11 proposed f o r  FY 1964. 

U.S. f i nanc ing  of  ope ra t i ona l  f i e l d  t e chn i c i ans  ha s  been sharp ly  
reduced and emphasis p laced  i n s t e a d  on l i m i t e d  number of adv i so r s  
and t r a i n e r s .  Libya i s  now bea r ing  i nc r ea sed  l o c a l  support  c o s t s  
of A . I . D .  t e chn i c i ans .  

The proposed Development Grant program i n  FY 1964 w i l l  be concen- 
t r a t e d  i n  t h e  f i e l d s  of a g r i c u l t u r e ,  h e a l t h  and economic planning.  
A . I . D .  i s  suppor t ing  a  p r o j e c t  which w i l l  develop t h e  capac i t y  t o  
p l an  and admin i s t e r  improved a g r i c u l t u r a l  r e s ea r ch ,  ex tens ion ,  and 
s o i l  and su r f ace  water  conserva t ion .  A . I . D .  proposes t o  a s s i s t  i n  
upgrading i t s  Development Council s i n c e  q u a l i f i e d  Libyan s t a f f  i s  
no t  a v a i l a b l e .  Some seven adv i so r s  w i l l  be ass igned  t o  t h e  
Council and t o  t r a i n  t h e i r  eventua l  Libyan successors .  

FY 1964 A . I . D .  PROPOSED PROGRAM 

(1n  m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Development Grants  - T o t a l  2 .2  2.4 1 . 5  
Agr i cu l t u r e  and Natura l  

Resources 0 . 5  0 .4  0 .3  
I n d u s t r y  and Mining 0.1 0.5 0.1 
Heal th  and S a n i t a t i o n  0.1 0.2 0.2 
Pub l i c  Sa f e ty  and Pub l i c  

Adminis t ra t ion  0.2 0.6 0.3 
General and Miscel laneous 1 . 6  0.7 0 .6  

Deobl iga t ions  During FY 1962 -0.3 xx xx 

Support ing Ass i s t ance  - T o t a l  9.0 9.0 9.0 
Non-Pro ject  14.0 9 .0  9.0 

Deobl iga t ions  During FY 1962 -5.0 xx xx 

Other U.S. Ass i s t ance  
Food f o r  Peace, T i t l e s  I 

and  I V :  
Country Uses 
( s a l e s  Agreements ) 

Obl iga t ions  and Conrmitments 
(m i l l i ons  o f  d o l l a r s  & d o l l a r  equiv.) 

L 

AGENCY FOR INT'L. DEVEIBPMEXT - TOT& 
Technical  ~ o o ~ . / ~ e v e l o p m e n t  Grants . 
Development Loans .................. 
Other A . I . D .  ....................... 

FOOD FOR PEACE (P . L . 180) - TOTAL .............. T i t l e  I, Country Uses ............... ( s a l e s  Agreements) 
T i t l e  I1 ........................... 
T i t l e  I11 .......................... ........................... T i t l e  I V  

........... EX-IM BANK LONG-TE234 LOANS 

OTHER U.S. ECONOMIC ASSISTANCE ....... 
MILITARY ASSISTANCE d ................. M.A.P. - Grant Aid ......... M.A.P. - Cred i t  Ass i s tance  .......... Other M i l i t a r y  Ass i s tance  

ASSISTANCE FROM INT'L. AGENCIES 
.. UN Tech. Assit. (CY ending i n  FY). 

U N  Spec ia l  Fund.  ................... 
...... SINO-SOVIET BLOC ASSISTANCE (CY) 

LOAN $ REPAYMENTS & INTEREST .......... 

aJ Annual d a t a  a r e  n e t  d e l i v e r i e s .  





Mali 

Mali- BASIC ECONOMIC DATA - 

Papulation 4.3mil. 

Area (sq.mi.1 4 6 5 , 0 0 0  

\ ', ,-., 

Country B a c b g r o ~  

1 . ;  
GABON ,/ 

CONGO 
: (L~opoldr i l l . )  

CONGO 

M a l i ,  one of the largest  of France's former West African te r r i to r ies .  

....... Rnnual Population Growth 2 .@ Agricultural Land 
boss National Product (1961)* Percent of Area .............. n-a-  ............ ,............ Total ($ Million) 2b5 Acres per Capita n.a. 

Per Capita GNP (Dollars) ..... 58 Literacy Rate ................... 2 % 
Pupils - % of Pop. (~rim/second.) 8 ........ Life bpectancy (years) 26 ............ People per Doctor 43,800 

IGRICULTURAL PROD. INDEX (1952-5h=100) 98 117 n.a. 
Per Capita Index ................... 10 2 

87 785 ...... 
97 

Millet & Sorghum (1000 MT) 618 750 n.a. 

ELECTRIC POWER OUTPUT (KWH per capita) 3 4 4 n.a. 

INTERNATIONAL TRADE ($   ill ion)^ 
Total Ekports ( f  .o.b.) ............. 40 n,a. 32 n.a. 

Livestock (12) n.a. (10) n.a. ...................... 
Total Imports (c . i . f . )  ............. - 49 - n.a. 48 n.a. .................... Trade Balance - 9 n.a. -16 n.a. 

Converted a t  247 CFA francs per U.S. dol lar .  
E - Estimated. 

monetary and f inancial  re lat ions with France and African members of the 
became a republic i n  1$0, following the breakup of the short-lived Hedera- franc zone. This action, resented by the French We-ent, vas M e n  ae 
t ion  of Mali composed of Senegal and the former French Sudan. A t  t h a t  wideme of hktli's intention to M h e r  disengage i t s e l f  from h n c e  arh5 
time, the Republic Soudanaise (as it was then known) declared i tself  f r e e  tu a p t  a mre "neutral" p o l i t i c a l  pos$ur-e. Soviet bloc assistance dur- 
of a l l  t i e s  with France and the  reconstituted French West African community ing the  previous three years had assumed greater proportions while French 
and adopted the name M a l i .  influence correspondingly declined. In recent months, however, there have 

been encouraging signs of rapprochement with France and the moderate Union 
The country, which is three times the  s ize  of California, has common bor- African and Malagasy (UAM) States. 
ders with seven African s ta tes ,  extending from t h e  southwest border of 
Algeria t o  the northern border of Guinea. It i s  basically a poor agricul- 
t u r a l  country with most of the population engaged i n  peasant agriculture 
and large numbers of nomadic herdsmen, l i t t l e  influenced by the technology 
of modem c iv i l i za t ion  or  Western ideas and techniques. 

The nation's main resource i s  i t s  livestock. M a l i  i s  also self-suff icient  
i n  basic food staples and exports livestock, peanuts, cotton and r ice.  There 
i s  no evidence of mineral wealth, and industry i s  pract ical ly  nonexistent. 

Chronically suffering from a balance-of-payments def ic i t ,  M a l i  aggravated 
i t s  position l a s t  year by issuing i t s  own currency, thereby disrupting i t s  
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economical ly and p o l i t i c a l l y  independent of the b l o c  and p o l i t i -  
c a l l y  o r i e n t e d  toward t h e  West. 

U.S. a i d  y t r a t e g y  is  t o  seek t o  d i ssuade  Mali  from h e a v i l y  draw- 
i n g  down b l o c  c r e d i t s  i n  o r d e r  t o  avo id  f u r t h e r  major commitment 
o f  l i m i t e d  r e s o u r c e s  t o  t h e  b l o c .  The method used t o  d i scourage  
such  conmitments -- which f a c i l i t a t e  f u r t h e r  p e n e t r a t i o n  by t h e  
b l o c  and enhance i t s  c a p a c i t y  t o  oppose Western i n t e r e s t s  -- is  t o  
o f f e r  an a l t e r n a t i v e  coordinated Western a i d  source respons ive  t o  
Malian development needs. 

I n  implementing t h i s  s t r a t e g y  t h e  United S t a t e s  w i l l ,  whi le  hold- . 
i r ~ g  ils &id t a  t h e  ii i inLiai c 0 n s i s t e r . t  tvi th  t h e  p revni ' l ing  s i t u a -  
t i o n ,  t emporar i ly  be w i l l i n g  t o  t a k e  more o f  a l e a d e r s h i p  r o l e ,  
and perhaps  provide a  r e l a t i v e l y  l a r g e r  volume of  a s s i s t a n c e  than  
t h a t  p rov ided  t h e  Afr ican  and Malagasy Union (uUM) S t a t e s ,  u n t i l  
French and o t h e r  Western a i d  assumes l a r g e r  proportions o r  t h e  
r e o r i e n t a t i o n  o f  t h e  Mal i  economy away from the b l o c  is more near-  
l y  accomplished. Ass i s tance  w i l l  b e  d i r e c t e d  toward p r o j e c t s  o f  
importance t o  t h e  Government of  Mal i  (GOM) which can  be c a r r i e d  
o u t  q u i c k l y  and w i t h  impact.  It  may a l s o  b e  a p p r o p r i a t e  on occa$%oion 
t n  f i n a n c e  p a r t i c u l a r  imports  t o  d i v e r t  t r a d e  from t h e  b loc .  

Because U.S. a i d  is  smal l  i n  comparison w i t h  t h a t  provided by o t h e r  
s o u r c e s ,  we cannot  expec t  any impor tan t  leverage a s  a  q u i d  p r o  quo. 
T h e r e f o r e ,  it i s  of  g r e a t  importance t h a t  o u r  a i d  e f f o r t  be  c l o s e l y  
c o o r d i n a t e d  w i t h  o t h e r  Western a i d  c o n t r i b u t i o n s  t o  c o n s o l i d a t e  t h e  
Western p o s i t i o n  vis-a-vls  t h e  b l o c .  T h i s  i s  p a r t i c u l a r l y  true of 
a i d  from Prance  which p l a y s  a c r i t i c a l  r o l e  i n  Western a i d  s t r a t e g y  
f o p  #&Xi .  I n  t h i s  connect ion,  t h e  French Government h a s  been pro- 
v i d i n g  on t h e  average of  $22 m i l l i o n  d u r i n g  the p a s t  few y e a r s .  
S i n c e  1960,  t h e  European Economic Community (EEC ) has approved 
g r a n t s  amounting t o  $30 m i l l i o n .  West Germany a l s o  has  made a v a i l -  
a b l e  a  s i g n i f i c a n t  amount. 

Cur ren t  S i t u a t i o n  

La te  i n  1961,  Ma1 i formulated a  Five-Year Plan f o r  Economic and 
S o c i a l  Development w i t h  heavy p o l i t i c a l  overtones and c a s t  i n  a  
h i g h l y  c e n t r a l i z e d ,  government-administered and c o n t r o l l e d  sys-  
tem. The Mali  Governmentls i n t e r v e n t i o n  i n  the economy h a s  caused 
t h e  l o c a l  b u s i n e s s  community t o  r e t r e n c h  and has n o t  encouraged 
new p o t e n t i a l  investments .  Conversely, t h e  Government h a s  success -  
f u l l y  marshaled t h e  e n e r g i e s  and f o r c e s  of the l o c a l  populace. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 

1 Develo~. Grants 

I D.L. Estimate $0.6-1.3 Million 

Rura l  l i f e  i s  being reorgan ized  by t h e  c r e a t i o n  of  a  system o f  
s u p e r i ~ p o s e d  c o o p e r a t i v e s  ex tending  from a n a t i o n a l ' c o n t r o l l i n g  
o r g a n i z a t i o n  through t h e  es tab l i shment  of  r u r a l  c o o p e r a t i v e s  i n  
each o f  M a l i ' s  e s t i m a t e d  2,300 v i l l a g e s .  The a r c h a i c  l i f e  of  t h e  
count rys ide  and t h e  t r a d i t i o n a l  r u r a l  l e a d e r s h i p  and customs -- 
based on t h e  a n c i e n t  t r i b a l  system -- a r e  be ing  a l t e r e d  i n  response  
t o  a  modern Afr ican  dynamism. Today, a  "human investment1'  program 
mot iva tes  t h e  people t o  b u i l d  schoolrooms, d i s p e n s a r i e s  and r o a d s  
and under take  o t h e r  improvements. New r o l e s  and o p p o r t u n i t i e s  have 
been opened t o  t h e  i l l i t e r a t e  masses through t h e  innova t ion  o f  such 
o r g a n i z a t i o n s  a s  a  r u r a l  c i v i c  s e r v i c e  and a  popular  m i l i t i a .  The 
United S t a t e s ,  a t  t h e  r e q u e s t  of t h e  Mali  Government, i s  prov id ing  
t e c h n i c a l  a s s i s t a n c e  i n  a  p i l o t  v i l l a g e  development program and i n  
r e c e n t  ground-breaking ceremonies P r e s i d e n t  Modibo K e i t a  p u b l i c l y  
thanked t h e  United S t a t e s  f o r  f u r n i s h i n g  t h i s  a i d .  

Mal i  seems i n t e n t  on s t r e n g t h e n i n g  i t s  f i n a n c i a l  and monetary base.  
It i s  seek ing  t o  a s s o c i a t e  i t s e l f  w i t h  t h e  f r a n c  zone and is  t a k i n g  
s t e p s  t o  become a member of t h e  I n t e r n a t i o n a l  Monetary Fund (DQ) 
and t h e  I n t e r n a t i o n a l  Rank f o r  Recons t ruc t ion  and Development ( IBRD) . 
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FY 1964 Program 

I n  l i g h t  of  t h e  c o n s i d e r a t i o n s  u n d e r l y i n g  t h e  program of  U.S. 
a s s i s t a n c e  t o  Mali ,  A.1.D.-financed a c t i v i t i e s  i n  t h a t  count ry  
have been s e l e c t e d  n o t  on ly  because of t h e i r  t e c h n i c a l  and 
economic m e r i t s  b u t  a l s o  because o f  t h e i r  impact on the  i n t e r n a l  
Malian scene.  The b a s i c  c h a r a c t e r  of  t h e  A . I . D .  program, t h e r e -  
f o r e ,  has  been determined on t h e . b a s i s  of  p r i o r i t y  elements  with-  
i n  M a l i ' s  Development P l a n  and has  been r e l a t e d  t o  over -a l l  
Malian o b j e c t i v e s .  These s p e c i f i c a l l y  r e f e r  t o  r a i s i n g  t h s  t ech-  
n i c a l  and p r o f e s s i o n a l  p r o f i c i e n c i e s  of key Malian groups and 
i n c r e a s i n g  t h e  p r o d u c t i v e  c a p a c i t y  o f  t h e  c o u n t r y ' s  economy. 

The pro jec ted  FY 1964 program c o n t i n u e s  t o  pursue  t h e  same b a s i c  
o b j e c t i v e s  a s  i n  p rev ious  years :  educa t ion  and t r a i n i n g  a c t i v -  
i t i e s  c o n s t i t u t e  t h e  f i r s t  o r d e r  of p r i o r i t y ;  improvement of  
animal resources  (by e s t a b l i s h i n g  a  d i a g n o s t i c  and vacc ine  v e t -  
e r i n a r y  l a b o r a t o r y ) ;  and r u r a l  development through p r o j e c t s  i n  
p i l o t  v i l l a g e  improvement and road maintenance a r e  a l s o  b a s i c  
t o  t h e  A.I.D. program. I n  a d d i t i o n ,  a modest P.L. 480 program i s  
planned. 

I n  keeping w i t h  t h e  p r i o r i t i e s  e s t a b l i s h e d  i n  t h e  Mali Develop- 
ment P lan ,  U.S. a i d  has  a l r e a d y  permi t ted  t h e  Mali  Government t o  
extend economic and s o c i a l  b e n e f i t s  t o  t h e  people .  U.S.- 
genera ted  c o u n t e r p a r t ,  f o r  example, has  f inanced  t h e  c o n s t r u c t i o n  
of  major road l i n k s  and of  r u r a l  c l i n i c s  and d i s p e n s a r i e s .  



FINANCIAL DATA 

Shaded amas am SECUIllY CLASSIFIED and 

nust mot b. dirvlwd to unautkorimd imdC 
riduals. All o h r  malerial h unclauilkd. I 

E Y 1064 A .  1. Li . PliOPOSED PROGRAM 

( I n  mill ions of d o l l a r s )  - .  . - # -  - .  . , 
1 L  L / l J  I 1  i ' 4  

-- E'Y 1962 Estimate Proposed 

Developnc~t  Loafis - Total - 1.8 0.6-1.3 
Education - 1.8 

Development Grants - Total  - 1 .0  1 . 2  
Agriculture and Natliral 

Resources - 0 .1  0 .1  
Transportat ion - 0.1  
Education - 0.4 0.6 
General and Miscellaneous - 0.5 0 .4  

Deohligations During FY 1962 ?t xx xx 

Supporting Assistance - Total 2.6 - - 
Fro jec t  2.6 - - 

Deobligations During FY 1962 35 xx xx 

Other U.S. Assistance 
Food. fo r  Peace, T i t l e s  I and I V :  

Countq  Uses - - 
( s a l e s  Agreements) (-  ) (- ) 

Mil i t a ry  Assistance Program 0 . 2  1 - 3  

* Less t h a n  $50,000. 

Modest program ant ic ipa ted .  Magnitude unknown at t h i s  time. 
Program w i l l  be funded from t h e  Specia l  A f r i c a  M.A.P. program, 

I - -. - -. - -- - 
Obligations and Commitments 

(mi l l ions  of d o l i a r s  & d o l l a r  equiv.) 
- -- 

AGENCY FOR INT'L. DEVELOPMENT - TOW 2.5 
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants . - .................. Development Loans ....................... Other A . I . D .  2.5 

FOOD FOR PEACE (P.L. 480) - TOTAL - .............. T i t l e  I, Country Uses - 
( s a l e s  ~g reemen t s )  ............... ( - 1  ........................... T i t l e  II - 

T i t l e  I11 .......................... - 
T i t l e  IV ........................... - 

EX-IM BANK LONG-TERM LOANS ...........- 
OTHER U.  S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. 0.1 
M.A.P. - Credi t  Assistance ......... - 
Other M i l i t a r y  Assistance .......... - 

ASSISTANCE FROM INT'L. A G E N C F  
UN Tech. A s s ' t .  ( C Y  ending i n  FY).. - - 
UN Special  Fund .................... - 

... Eur. Econ. Community Devel. Fund 6.9 

..... SITJ0-S0VIET BLOC ASSISTANCE ( C Y )  81,. 6 

LOATJ $ REPAYMENTS & INTEREST ......... - 

t/ Annual da ta  a r e  ne t  d e l i v e r i e s .  

*Less than $50,000 
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Morocco 

M o r o c c o -  BASIC ECONOMIC DATA 

MOROCCO 7 
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1 

Population 12.3mil. 

Country Bsck.cround 

Morocco is  comparatively abundant i n  mineral, s o i l  and water resources, 
and has a modern infrastructure. Wroccan development, however, has been 
impeded by the amall island of modern French-dominated agriculture and 
industry which benefits only a small percentage of Moroccans. The remain- 
der of the  economy, based on t radi t ional  agricul ture provides only sub- 
s is tence l iv ing  f o r  85% of the  population. The King i s  the  focus of 
po l i t i ca l ,  cu l tu ra l  and rel igious sentiment, especially i n  the  eyes of the 
i l l i t e r a t e  impoverished peasants who const i tute  the  bulk of the population. 

5 

With independence i n  1956 a f t e r  44 years a s  a French protectorate, Morocco 
resumed i t s  s tatus  as  an absolute monarchy under the ru le  of the  revered 
King MohaPrmed V, who died i n  1961. In November 1962, young King Hassan I1 
f u l f i l l e d  h i s  father 's  pledge t o  transform Morocco into a constitutional 
monarchy and proclaimed a "de Gaulle-type" constitution, overwhelmingly 
accepted by the  people i n  a referendum l a s t  Decanber. This established a 
bicameral Parliament of limited powers and resemed t o  the  King sweeping 
executive prerogatives which maintain h i s  p o l i t i c a l  supremacy. Promulga- 
t i o n  of t h e  Constitution increased the King's au;thority and the s t a b i l i t y  
of h i s  regime i n  the  foreseeable future. As a s tep toward representative 

Lnnual Population Growth ....... 3 .@ Agricultural Land 
koss National Product (1961)* Percent of Area .............. h@ 

Total ($ Million) ............ 1,800 Acres per Capita ............. 3 
Per Capita GNP (Dollars) ..... 150 Literacy Rate .................. 15% 

Pupils - % of Pop. ( ~ r m / ~ e c o n d . )  8% 
Life Expectancy (years) ........ n.a. 
People per Doctor ............ 10,300 

iGRICULTURnL PROD. INDM (1952-54-100) 87 93 70 98 ................... Per Capita Index 7 2 75 55 7b ................ f i e a t  (1000 MT) 955 1,067 634 1,2b6 

IINIEI; PRODUCTION INDEX ( 1958=100) ... 10 7 112 115 115 

:NTERNATIONAL TRADE ($ Million) 
Total Exports (f.0.b.) ............. 332 382 363 365 

Phosphate rock ................. ( 78) (8h) (81) (85) ............. Total Inports (c.  i. f .) 335. - - G13. 452' G25' 
Trade Balance .................... -3 - 31 3 75 

;OLD & FOREIGN EXCME (End Yr.-$ Mil) 183 2 64 220 218(Nov) 

...... :OST OF LIVING INDEX (1958=100) 100 10 6 108 113 

1 Converted a t  5.06 Dirhams per U.S. dol la r .  

government, it placated some of the elements demanding greater  p o l i t i c a l  
democracy but stimulated others t o  sharper cr i t ic ism of i t s  limitations. 

Morocco professes an international policy of nonalignment. It has, there- 
fore, accepted mil i tary a id  from Russia and economic assistance from 
Czechoslovakia. Deeply rooted i n  Islam, it has l i t t l e  i n  common with t h e  
theory and practice of communism, however, and leans defini te ly toward the  
West. The Communist minority i n  the country i s  amall. Pol i t i ca l  pressures 
derive chiefly from the Opposition of which the core is the  labor movement 
(among t h e  best organized i n  Africa), the  influence of the  new Algerian 
s ta tes ,  divisions within the  I s t i q l a l  party i t s e l f ,  the  desire  of a growing 
middle class f o r  greater par t ic ipat ion i n  the  process of government, and 
resentment against foreign domination. 
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U.S. Objectives and Strategy 

&roccrz it. important to the security of the United State8 in view 
of U.S. baeea located there, it$ strategic poeftion at the m t h  
of the Meaiterranean w d  the southern flank Of the b ~ h  AtJ,sntic 
Treaty Organfaation (WATO) and its ethnic, cultural srnd poLitica1 
sfgniflcmcc to the Arab world and a possible federation of #ahgreb 
states, 

The primary U.S. objeceives are 
itary m d  other faciliLies as 
rity of the United States in the short run; to foster a 
oritatak2on among %he Moroccan people and Government th 
Ited U.5. assistance designed to provide tangible evide 
concern for the welfare of th 
their effo~%s to Inprove their e ~ o n m i c  well-beirg; a-n 
ence M m c c o  to resist all form of penetration by the 
bloc. 

Agency for International Development (A.I.D.) assistance in support 
of these objectives has included the use of Supporting Assistance 
and Military Assistance funds in consideration of base rights; and 
Development Grants, P.L. 480 "Food for Work" grants and P.L. 480, 
Title I local currency loans for economic development and the cre- 
ation of attitudes among the Moroccan people favorable to the 
United States. 

Elements of the strategy for FY 1964 are: 

1. A reduction in Supporting Assistance to $10 million in view of 
the anticipated altered status of base rights after Ikcermber 
31, 1963 and in line with the policy of gradual reduction in 
this type of aid to Morocco begun in M 1962. 

2. The encouragement of an increasing volume and proportion of 
French and other Free World aid to Morocco, and increasing 
reliance by Morocco on such non-U.S. aid sources for develop- 
ment financing, both capital and technical assistance. 

3. Continuation of U.S. supplemental help at a modest level but 
with no implication of filling the gap in Morocco's require- 
ments for external resources. This will include continuation 
of the Development Grant and Food for Peace programs at approx- 
imately their present levels and the possibility of development 
lending for economically sound projects at a modest level. 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I I, 2bJ Development Grants 

I D.L. Estimate $ 5 - 1 2  Million 

Current Situation 

After Moroccan independence in 1956, the modern sector suffered 
the dual setback of a heavy repatriation of French capital and - - 
businessmen. In this situation, the policy of the King, heavily 
influenced by criticism of the monarchy and the aspirations of 
the Opposition, has been directed at development of all sectors 
of the economy, the improvement of living conditions, and admin- 
istrative reforms. This has been impaired by the shortage of 
capital and indigenous competence for a realistic developnlent 
plan. However, new banking institutions have been created and 
modest tax reform has been accomplished, including a new national 
income tax. 

Moroccans are becoming more aware of the Fmportance of human 
resources development and institution building and have substan- 
tially increased funds and personnel for these purposes, supported 
by many French technicians and A.I.D. technical assistance. Our 
projects have sought to promote vocational training, agricultural 
extension, education and research, seed, poultry and livestock 
development, cooperative agricultural credit, and improved tanning 
methods. Other projects cover studies to improve method8 in 
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canning industries, light metal manufactures, and the development 
of Marrakech province. Moroccans have been trained in skills vital 
to agricultural and industrial advancement. 

Under the Food for Peace program, projects in reforestation, irri- 
gation, road and school construction dot the landscape while at 
the same time providing work to some 65,000 unemployed receiving 
half their wages in food. The local currency proceeds of Support- 
ing Assistance and P.L. 480 loans have been applied to a wide array 
of development projects approved by A.I.D. Finally, Developnent 
Loan funds have been committed for the construction of the Mechra 
Klila dam as well as for financing most of the costs of a water 
distribution system in the Lover Moulouya River valley. 

However, largely as a result of the slowness of progress in improv- 
ing traditional agriculture, and of periodic disasters - droughts 
and most recently the January 1963 flood inundating 500,000 acres 
normally planted with wheat - Moroccan Gross National Product (GNP) 
has barely kept pace with the 3% annual increase in population. 

Aid from other Free World donors last year included: (a) an Inter- 
national Bank for Reconstruction and Development (IBRD) loan of $15 
million to the National Bank; (b) $60 million credits from France, 
indicating the resumption of aid from that country; plus (c) $20 
million credits from West Germany. 

A.I.D. will continue a limited assistance program to Morocco with 
concentration of technical assistance in agriculture and industry, 
continuation of the P.L. 480 program, and a willingness to consider 
a limited amount of Development Loan financing for specific proj- 
ects. Also, A.I.D. will continue the promotion of other Free 
World assistance, particularly from France. 

U.S. development assistance will be directed to the following 
endeavors: 

1. To help increase agricultural production, especially in the 
traditional sector, in order to increase earnings and reduce 
imports, through Development Grants, P.L. 480, Title I 
loans and Title I1 "food for wages," projects, and possibly 
through developent loans. Specific projects are envisaged in 
rural education, irrigation, reforestation, water conservation, 
road building, livestock and poultry development. 

2. To help increase industrial production by means of feasibility 
studies on the improvement of going industries and the estab- 
lishment of new ones; by A.I.D. development loans, P.L. 480, 
"Cooley" loans and by technical assistance in industrial plan- 
ning, engineering training, vocational training and artisanal 
industries. 
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(1n millions of do l la r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total  

Development Grants - Total 
Agric. and Natural Resources 
1ndustry and Mining 
Education 
General and Miscellaneous 

Deobligations During FY 1962 

Supporting Assistance - Total 
Non-Project 

Deobligations During FY 1962 

Other U.S. Assistance 
Food f o r  Peace, T i t i es  I and IV: 

Country Uses 
( sa les  ~ ~ r e e m e n t s )  

Mil i tary Assistance Program 

Obligations and Connnitments IT 
(millions of dol lars  & dol lar  equfv.) I 1g1 I 1 2  1 1946-1962 
- -- -- - - -- - 

AGENCY FOR INT'L. DEWPMEXT TOT& - 38.5 30.7 239.7 
Technical ~ o o ~ . / ~ e v e l o ~ m e n t  Grants . 0.9 0.8 3.5 
Development Loans - - 23.0 .................. 
Other A . I . D .  ....................... 37.6 29.9 213.2 

FOOD FOR PEACE (P.L. 430) - TOTAL 68.9 19.0 112.1 
T i t l e  I, Country Uses .............. - 10.6 10.6 ............... ( sa les  Agreements) ( - 1  ( 2  (14.2) 
T i t l e  11 ........................... 61.7 2 - 1  75.6 
T i t l e  111 .......................... 7.2 6 - 3  25.9 
T i t l e  I V  - - - ........................... 

EX-IM BANK LONG-TERM LOANS ........... - - - 

OTHER U.  S. ECONOMIC ASSISTANCE ....... - - - 
MILITAFtY ASSISTANCE d 

M.A.P. - Grant Aid ................. 2.1 1.5 14.4 
M.A.P. - Credit Assistance ......... - - - 
Other Mil i tary Assistance .......... - - - 

ASSISTANCE FROM INT ' L . AGENC IES 
UN Tech. Ass't . (CY ending i n  FY) ... 0.4 0.4 1.6 

SINO-SOVIET BLOC ASSISTANCE (CY) ...... 0.4 16.8 17.2 

LOAN $ REPAYMENTS & INTEREST 
A.I .D.  and PL 480 Loans ............ 0 .1  1.6 2 .1  
Ex-Im. Bank ( b n g  ~ e r m )  ............. - - - 
Other Government Loans ............. - - - 

d Annual data a r e  net del iver ies .  
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Nigeria 

BASIC DATA Calendar Years 
1959 - - 1960 - 1961 GROUTH INDICATORS 

Total GNP ( in  1961 prices; S millions)' ...................... 
...................................... P e r  Capita  GNP (dollars) - ....... . [lation (millions 1962). 41.0 

........ Annual Growth (percent) 2.0 
....... ife Expectancy  ears) n.a. 

116 128 123 
103 ill 105 

2,900 4,000 3,200 

People per Doctor . .  .......... 38,600 
Area (1000 aq. mi.) ............... 357 

............ ........ Pop. Density per sq. mi. 115 Literacy Rate - % 20 
Agricultural Land 

Percent  of Total  Area.. .......... 23 Pupi l s  a s  % of Pop. .......... 8 
Acres per Capita  ............... 2 (Primary & Secondary) 

Investment a s  percent of GNP ................................... 
Domestic SavinRs a s  % of l n v e s t m ~ l t  .......................... 
Net Foreign Balance a s  % of GNP ............................... 
Central Gov't Domestic Revenues as % of GNP .............. 

A ~ i c u l t u r a l  Prod. Index (1952-54300) ......................... 
Index per Capita ................................................. 

Sorghun & Millet (1,000 W) ............ 
NIGERIA -GROWTH TRENDS 

3,800 
1 l Y, ' lhni  - 1961 Rr0.l 

~ o v m m m r  F I N A N C E S ( C ~ R A Z ,  AND REI;IONAL)+ 
(FY ending Mrch 31) 

- Million Dollar Equivalents - 

Total Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Capitol Outlays) ............................................ 

I ~ ~ ~ a l  Domestic Revenues ........................................ 

I Deficit or Surplus ............................................... 

* Converted a t  $2.80 per Nigerian pound. 

I Country Progress 
.'1951 58 A r  10 1961 624" 

Sum ol  Net For.qn Balonca a Sar#r+ 

The six-year Nigerian National Development Plan, 1962-1968, is the  f i r s t  of several 
successive national plans aimed a t  reaching self-sustained economic growth. 

The Plan attempts, for t h e  f i r s t  time, a coordinated national development program. 
The f i r s t  plan--a Ten-Year Plan begun i n  1946--was merely a collection of projects 
unrelated t o  goals. Next, federal and regional plans, begun i n  1955, were an 
improvement, but were mainly cap i ta l  expenditure plans with insuff icient  a t tent ion 
t o  or coordination of p r i o r i t i e s  and resources. 

Colendar Years 
1960 - 
462 

(107 

9 
483 

111 

INTERNATIONAL TRADE (S millions) 
Total  Exports (f.0.b.). ............ 
Palm Kernels & O i l  ...... 

Total  Imports (c.i.f.) ............. 
Trade Balance ................. 

GOLD & FOREIGN EXCHANGE.. .... 
(end of year  - S millions) 

COST O F  LIVING INDEX (1958=100). . 
( ~ w s  

m e  new Six-Year Plan's major t a rge t s  are: (a) t o  r a i s e  the  annual growth r a t e  t o  4% 
or  higher; (b) t o  maintain an annual investment of 15% of the  Gross National Product; 
and (c) t o  ensure an annual 1% increase i n  consumption per capita. Highest p r io r i -  
t i e s  are: (a) agriculture; (b) industry; (c) the  t ra in ing  of high and intermediate 
level  manpover; and (d) expansion of transportation and e l e c t r i c i t y  generation. 

The Plan appears rea l i s t i c  and possible, though d i f f icu l t ,  t o  achieve. mere  w i l l  be 
problems of regional/federal coordination and implementation, but the Plan represents 
an unprecedented joint e f f o r t  between the  several governments of federal  Nigeria, and 
should lead t o  greater refinements and coordination as  t h e  country acquires more 
experience with it. The Six-Year Plan a l so  denonstrates the  growth i n  planning 
ab i l i ty .  Building upon past  effor ts ,  the  new Plan i s  be t te r  integrated and has bet- 
t e r  defined pr io r i t i es .  
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order1  y fash ion  a s  a  s t r o n g ,  u n i t e d ,  and independenL n a t i o n  work- 
i n g  t,oward democrat ic  p r i n c i p l e s  and providing l e a d e r s h i p ,  sense  
of  d i r e c t i o n ,  and example t o  o t h c r  count , r ies  i n  A f r i c a .  Njger ia  
i s  t h e  most populous country i n  A f r i c a .  I ts  government i s  based 
on a  democratic c o n s t i t u t i o n  w i t h  a  b i l l  o f  r i g h t s  and p r o v i s i o n  
f o r  a n  independent j u d i c i a r y .  Although Nigeria espouses an 
" independent"  p o l i c y  which p l a c e s  i t s  i n t e r e s t s  and A f r i c a ' s  i n -  
t e r e s t  above o t h e r s ,  i t s  h i s t o r i c  and contemporary connect ions a r e  
w i t h  t h e  West. During i t s  two y e a r s  of  independence, N i g e r i a . h a s  
demonst,rated a  subs tan t , i a l  p o t e n t i a l  f o r  l e a d e r s h i p  i n  Afr ican  
a f f a i r s  - having played a  prominent r o l e  i n  the fo rmat ion  of  t h e  
In te r -Afr ican  and Malagasy Organiza t ion  (IAMO). 

N i g e r i a ' s  economy has  t h e  s t r e n g t h  of r e l a t i v e  freedom from gov- 
erment c o n t r o l ,  and government p o l i c y  is  d i r e c t e d  t o  t h e  encour- 
agement of domestic and f o r e i g n  p r i v a t e  e n t e r p r i s e .  D i v e r s i t y  i n  
a g r i c u l t u r e  (cocoa,  palm produc ts ,  p e a n u t s ) ,  impor tan t  petroleum 
d e p o s i t s ,  water  power, and t imber  resources - -  combined w i t h  t h e  
v i t a l i t y  of i t s  people-- g ive  Niger ia  good p o t e n t i a l  f o r  growth. 
Such growth f o r  1962-1468, involv ing  a  p ro jec ted  investment  of  $3 
b i l l i o n  e q u i v a l e n t  i n  p u b l i c  and p r i v a t e  domestic and f o r e i g n  
f i ~ n d s ,  h a s  heen r a r ~ f ' i ~ l l y  assessed  and then charted i n  a  National 
Development P lan ,  descr ibed  by t h e  World Bank a s  "a  major achieve-  
ment-- a n  e x c e l l e n t  beginning."  

U.S. a s s i s t a n c e  s t r a t e g y  i s  t o  suppor t  t h e  Nigeria  Development 
P l a n ,  c a l l i n g  f o r  f o r e i g n  p u b l i c  a s s i s t a n c e  of about  $900 m i l l i o n  
o f  a  tot ,a l  of some $1.8 b i l l i o n  and t o  p l a y  a l e a d i n g  r o l e  i n  ob- 
t a i n i n g  s i m i l a r  suppor t  by o t h e r  Free  World count r ies .  The major 
element  i n  t h i s  s t r a t e g y  is t h e  commitment by t h e  United S t a t e s  t o  
s u p p o r t  t h e  Plan i n  t h e  amount of $225 m i l l i o n ,  composed p r i n c i -  
p a l l y  of  Agency f o r  I n t e r n a t i o n a l  Developmect ( A .  I .D.) l o a n s  and 
g r a n t s  and Export-Import (EX-Im) Bank development c r e d i t s .  

S p e c i f i c  l i n e s  of  a c t i o n  i n  suppor t  of t h e  bas ic  U.S. a s s i s t a n c e  
s t r a t e g y  a r e :  

1 .  A s  a  m a t t e r  of  p r i o r i t y ,  t o  a d d r e s s  t h e  c r u c i a l  problem of  t h e  
Government o r  Niger ia  ( G O N )  a d m i n i s t r a t i v e  weakness f o r  i m -  
p lementa t ion  of  t h e  P lan ,  complementing I n t e r n a t i o n a l  Bafik f o r  
Recons t ruc t ion  and Development (IBRD) e f f o r t s .  

2. To make cont inu ing  e f f o r t s  t o  maximize the p a r t i c i p a t i o n  of 
o t h e r  Free World a i d  donors i n  suppor t  of t h e  P lan .  These 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I D.L. Estimate $70-100 million 

w i l l  be e x e r c i s e d  p r i m a r i l y  th rough  t h e  IERD C o n s u l t a t i v e  Group, 
b u t  use  w i l l  be made of  o t h e r  channe ls  a s  appropriaLe.  

3. To c o n c e n t r a t e  a s s i s t a n c e  on meet ing N i g e r i a ' s  massive needs 
f o r  t r a i n e d  manpower i n c l u d i n g  p u b l i c  a d m i n i s t r a t o r s ,  and 
s e c o n d a r i l y  on i n c r e a s i n g  a g r i c u l t u r a l  and i n d u s t r i a l  pro-  
d u c t i o n .  

4.  To suppor t  Niger ian  e f f o r t s  t o  s t r e n g t h e n  n a t i o n a l  cohesion 
and t h e  c e n t r a l  c o o r d i n a t i n g  r o l e  of  t h e  F e d e r a l  Government 
whi le  d e v o t i n g  s p e c i a l  a t t e n t i o n  t o  ensure  adequa te  s u p p o r t  
t o  t h e  most g o g d a u s  and least  developed Northern Region. 

5 .  To cont inue  t o  r e q u i r e ,  e i t h e r  d i r e c t l y  o r  through t h e  IBRD, 
sound s e l f - h e l p  performance by Niger ia  and t o  encourage f u r -  
t h e r  improvement i n  such a r e a s  a s  adequate GON o r g a n i z a t i o n  
and s t a f f i n g  f o r  Plan implementat ion,  development of  p r o j e c t  
p r i o r i t i e s  w i t h  s e c t o r s ,  minimizing r e c u r r e n t  budgetary 
e x p e n d i t u r e s ,  avoidance of  l o w - p r i o r i t y  o r  d u p l i c a t e  expendi- 
t u r e s  o r  expendi tu res  o u t s i d e  t h e  P lan ,  and e f f i c i e n t  and 
e q u i t a b l e  t a x  a d m i n i s t r a t i o n .  
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N i g e r i a ' s  growth cont inued i n  1962. I t s  popula t ion  now i s  e s t i -  
mated a t  41 m i l l i o n  people,  i t s  Gross Nat iona l  Product  (GNP) a t  
$3.4 b i l l i o n ,  i ts  e x p o r t s  a b o u t  $475 m i l l i o n ,  and i t s  enrol lment  
a t  domes t ic  h i g h  schools  and c o l l e g e s  expanded t o  s i x  p e r  thou- 
sand popula t ion .  It h a s  k e p t  i t s  econoqy r e l a t i v e l y  open and i t s  
r e l a t i o n s  w i t h  t h e  West c l o g e  and sympathe t ic .  

Although economic p r o g r e s s  h a s  been impress ive ,  N i g e r i a ' s  devel-  
opment i s  s t i l l  a t  a  low l e v e l  i n  terms of  i n t e r n a t i o n a l  s tand-  
a r d s .  About 80% of t h e  p o p u l a t i o n  i s  i l l i t e r a t e ;  t h e  m o r t a l i t y  
r a t e  among c h i l d r e n  under f i v e  i s  50%; and p e r  c a p i t a  GNP i s  only 
some $85 a n n u a l l y .  Desp i te  t h e s e  handicaps ,  Niger ia  has  achieved 
a  domest ic  s a v i n g s  r a t i o  of  GNP a v e r a g i n g  10% i n  r e c e n t  y e a r s .  

There h a s  been marked p r o g r e s s  toward t h e  g o a l s  of t h e  National  
Development P lan ,  supported a s  t h e  b a s i c  U.S. a s s i s t a n c e  s t r a t e g y  
i n  N i g e r i a .  C a p i t a l  o u t l a y s  by t h e  F e d e r a l  and r e g i o n a l  govern- 
ments of  Niger ia  i n  t h e  f i r s t  y e a r  of  t h e  P lan  p e r i o d  a r e  budgeted 
a t  $175 m i l l i o n  compared wi th  a n  annua l  average  of $275 m i l l i o n  
assumed f o r  t h e  P lan  p e r i o d .  I t  i s  probable ,  however, t h a t  a n  
i m p o r t a n t  p a r t  of  any s h o r t f a l l  i n  p u b l i c  r e c e i p t s  w i l l  be com- 
pensa ted  f o r  by p r i v a t e  investment  beyond t h e  P lan  t a r g e t .  The 
d i s c i p l i n e  provided by A .  I. D. ' 8  i n s i s t e n c e  on f i n a n c i n g  p r o j e c t s  
which have been f u l l y  ana lyzed ,  e n g i n e e r e d ,  and c o s t e d  r a t h e r  
t h a n  on meet ing genera l  c a p i t a l  import  needs is improving t h e  
q u a l i t y  of t h e  P lan .  

To c o n t r i b u t e  t o  t h e  same end, t h e  IBRD s e n t  a  r e s i d e n t  r e p r e -  
s e n t a t i v e  t o  Lagos i n  February 1963 t o  a s s i s t  Plan implementat ion.  
A . I . D .  i s  seek ing  t o  improve, through a  Nat iona l  Planning Associ-  
a t i o n  c o n t r a c t ,  t h e  o r g a n i z a t i o n  of  development p lanning  i n  
N i g e r i a  a t  t h e  f e d e r a l  and r e g i o n a l  l e v e l .  F u r t h e r  i n  t h i s  f i e l d ,  
d e s p i t e  t h e  v e r y  c o n s i d e r a b l e  r e g i o n a l  governments'  autonomies, 
t h e  implementat ion of  t h e  P lan  h a s  demonstrated N i g e r i a ' s  s e r i o u s  
a t t e n t i o n  t o  n a t i o n a l  cohes ion .  A l l  f o r e i g n  a s s i s t a n c e  and two- 
t h i r d s  o f  t h e  domest ic  c a p i t a l  budget  of  t h e  Development Plan a r e  
channeled through t h e  Federa l  Government. A s  a n  example of  sec-  
t o r  l e v e l  c o o r d i n a t i o n ,  t h e  Permanent S e c r e t a r i e s  of t h e  f o u r  
M i n i s t r i e s  of  Educat ion hold q u a r t e r l y  mee t ings ,  and t h e  National  
U n i v e r s i t i e s  Commission was formed i n  October 1962 t o  h e l p  t h e  
f5ve u n i v e r s i t i e s  of  Niger ia  i n  t h e i r  development schemes and i n  
a v o i d i n g  d u p l i c a t i o n  of e f f o r t .  

I n  o t h e r  impor tan t  l o c a l  a c t i o n s ,  N i g e r i a  has cont inued t o  t a k e  
t h e  d i f f i c u l t  s t e p s  of c o n c e n t r a t i o n  and a u s t e r i t y  t o  ach ieve  
i t s  development g o a l s .  During 1962, N i g e r i a  ach ieved  a  high 

s a v i n g s  r a t e ,  reduced s a l a r i e s  of l e g i s l a t o r s  and h i g h l y  p a i d  
o f f i c i a l s  a s  w e l l  a s  t h e i r  housing and t r a v e l  a l lowances ,  and 
determined t o  cover  a l l  r e c u r r e n t  c o s t s  of development p r o j e c t s  
ou t  of domestic funds.  I t  launched a  major d r i v e  t o  mobil ize 
smal l  savings by i s s u i n g  new low-cost s e c u r i t i e s  t o  h e l p  f i n a n c e  
dsvelopment p r o j e c t s .  I t  extended wi thhold ing  t a x e s ,  r a i s e d  
t a x e s  on automobile  l i c e n s e s  and luxury  impor t s ,  and in t roduced  
t a x e s  on small t r a d e r s ,  e n t e r t a i n m e n t ,  and b e t t i n g .  I t  i s  hoped, 
moreover, t h a t  t h e  t a r i f f s  on l u x u r i e s  and t h e  market ing boards1  
r e c e n t l y  announced p o l i c y  t o  e a r n  a  maximum s u r p l u s  f o r  i n v e s t -  
ment w i l l  e f f e c t u a l l y  r e s t r a i n  t h e  growth of consumption impor t s .  

The Nigerian Government i s  c o n t r i b u t i n g  a t  l e a s t  20% of  t h e  c o s t  
of a l l  A.I.D. c a p i t a l  p r o j e c t s  and i s  f i n a n c i n g  a l l  r e c u r r e n t  
c o s t s ,  i n t e r n a t i o n a l  t r a v e l  of p a r t i c i p a n t s ,  and some suppor t ing  
s e r v i c e s  f o r  U.S. t e c h n i c i a n s .  

S i g n i f i c a n t  l e v e l s  of  e x t e r n a l  a i d  from o t h e r  Free World sources  
a r e  being pledged.  During t h e  FY 1960-1963 p e r i o d ,  government 
commitments from Western c o u n t r i e s  ( o t h e r  than t h e  United S t a t e s )  
a r e  expected t o  exceed $160 m i l l i o n .  More than  $90 m i l l i o n  of  
t h i s ,  inc lud ing  over  $55 m i l l i o n  from t h e  U . K .  and $25 m i l l i o n  
from West Germany i s  f o r  Development P lan  p r o j e c t s .  Over and 
above t h e  $160 m i l l i o n ,  Niger ia  h a s  a l s o  ob ta ined  a t  l e a s t  a n  
a d d i t i o n a l  $40 m i l l i o n  s i n c e  FY 1961 f o r  development i n  t h e  form 
of expor t  c r e d i t  guaran tees  and p r i v a t e  bank l o a n s  from France,  
I s r a e l ,  I t a l y ,  Swi tzer land  and t h e  United Arab Republic  (UAR) .  
The B r i t i s h  f i n a n c i n g  i s  f o r  use  dur ing  t h e  f i r s t  two y e a r s  of  
t h e  P lan ;  s i m i l a r  amounts may be  made a v a i l a b l e  over t h e  rest o f  
t h e  P l a n  per iod .  A f t e r  some U.S. u rg ing ,  t h e  Niger ian  Government 
reques ted  t h e  IBRD t o  form a  C o n s u l t a t i v e  Group t o  coord ina te  
f o r e i g n  a s s i s t a n c e  t o  N i g e r i a .  The group met f i r s t  on J u l y  2 ,  
1962. The IBRD i t s e l f  made a  l o a n  of  $1 3 . 5  m i l l i o n  i n  December 
1962 f o r  Lagos p o r t  development. Technical  a s s i s t a n c e  i n  Niger ia  
by o t h e r  Free World c o u n t r i e s  b i l a t e r a l l y  i s  a t  an annual  l e v e l  
of a b o u t  $5 m i l l i o n ,  w i t h  U . K .  and Canada be ing  t h e  l a r g e s t  con- 
t r i b u t o r s .  UN a g e n c i e s  and p r i v a t e  founda t ions  t o g e t h e r  more 
than  match t h a t  amount of t e c h n i c a l  a s s i s t a n c e .  

FY 1  964 Program 

The proposed U.S. a s s i s t a n c e  program p l a n  f o r  FY 1964 i n c l u d e s  
$704100  m i l l i o n  i n  Development Loans and $21 . 5  m i l l i o n  i n  
Development Gran ts ,  supplemented by Ex-Im Bank l o a n s ,  Peace Corps 
a z t i v i t i e s  and P.L. 480 s a l e s .  

The Development Grant  Program, i n i t i a t e d  i n  1954, h a s  been and 
w i l l  cont inue tot b e  concent ra ted  i n  t h e  e d u c a t i o n a l ,  a g r i c u l t u r a l ,  
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and i n d u s t r i a l  s e c t o r s .  Its f i r s t  p r i o r i t y  i s  t o  c o n t r i b u t e  t o  
t h e  Niger ian  Development Plan g o a l  o f  t h e  development by 1972 of  
85,000 p r o f e s s i o n a l l y  and t , echn ica l ly  t r a i n e d  Niger ians  a s  t h e  . . , L L - -  I:.> . , ',. ! .. " T - .,.A..A...u.l -- ,, l,liYl j ,  il 1 -  i ; ~ L L ' L C ~ L  n. L. V .  FiiiiiiiC;ilg, 
seven major  American u n i v e r s i t i e s  a r e  a t  work t.o f u r t h e r  t h e  
growth o f  e d u c a t i o n a l  i n s t i t u t i o n s  i n  Nl'geri.a. They, f o r  example, 
he lped  t o  s t a r t  t h e  U n i v e r s i t y  of N i g c r i a ,  Nsukka, i n  October  Ir?60, 
Kano Teacher  T r a i n i n g  College i n  September 1961 , P o r t  Harcour t  
Comprehensive Secondary School i n  January  1962, Federa l  Teacher 
T r a i n i n g  College i n  Lagos i n  ?Jovember 1962, and A i y e t o r o  Compre- 
h e n s i v e  Secondary School i n  January  1'163, thus  s u c c e s s f u l l y  demon- 
s t r a t i n g  t h e  advan tages  of t h e  American higher  e d u c a t i o n  approaches .  
Nine h a n d i c r a f t  c e n t e r s  have been opened w i t h  28 shop u n i t s  s e r v -  
i n g  7,000 youngs te r s .  I n  t h e  Western Region about  100 s c h ~ o l s  
a r e  u s i n g  t e l e v i s e d  l e s s o n s  and 200 schools  a r e  u s i n g  r a d j o  l e s -  
s o n s ,  p rov ided  by t h e  M i n i s t r y  o f  Educat ion with a n  A . I . D .  a d v i s o r .  

A second N i g e r i a n  g o a l  i s  t o  i n c r e a s e  product ion of a g r i c u l t u r a l  
commodities by 45% over  t e n  y e a r s .  The A . I . D .  program i s  concen- 
t r a t e d  on developing new c r o p s ,  i n t r o d u c i n g  new methods, and open- 
i n g  up new l a n d s .  A t t e n t i o n  i s  a l s o  d i r e c t e d  a t  upgrading a g r i -  
c u l t u r a l  management (concomi tan t ly  p r e p a r i n g  the r u r a l  economy t o  
a b s o r b  c a p i t a l )  and s t r e n g t h e n i n g  r u r a l  i n s t i t u t i o n s  which suppor t  
p r o d u c t i o n .  Among t h e  accomplishments t h u s  f a r ,  two h igh-y ie ld ing  
v a r i e t i e s  o f  corn ,  which cou ld  produce a  400% i n c r e a s e  over  unim- 
proved v a r i  ~ t  i p s ,  have hpen r e l e a s e d  f o r  d i s t r i b u t i o n  t o  f a r m s r s .  
Under guidance o f  an  A.  I. D. a d v i s o r ,  over  100 Young Farmer Clubs 
have been organ ized  i n  the  Western Region w i t h  membership over  
7,000. They a r e  expec ted  t o  develop competent a g r i c u l t u r a l  l e a d e r -  
s h i p .  Small  b u t  impor tan t  keg inn ings  have been made, a s  a  conse- 
quence o f  A . I . D .  a d v i s o r s ,  i n  e r a d i c a t i n g  t h e  t s e t s e  f l y  a l o n g  t h e  
Hade j ia  R i v e r  and i n  developing l o c a l  p o u l t r y  i n d u s t r i e s .  

The g o a l  f o r  t h e  manufactur ing s e c t o r  i s  t o  a s s i s t  N4ger ian  e f f o r t s  
t o  a c h i e v e  maximum i n d u s t r i a l  growth through the development o f  
Niger ian  e n t r e p r e n e u r s  and t o  encourage t h e  l a r g e s t  p o s s i b l e  con- 
t r i b u t i o n  by e x t e r n a l  p r i v a t e  e n t e r p r i s e  and qhves tment .  Un e r  an  
A.  I . D .  c o n t r a c t ,  Ar thur  D. L i t t l e ,  I n c .  has  e s t a b l i s h e d  a n  i lLves t -  
ment and marke t ing  s e r v i c e  i n  t h e  F e d e r a l  Minis t ry  o f  Commerce and 
I n d u s t r y .  I n d u s t r i a l  Development Cente r s  a r e  being o rgan ized  i n  
each Region.  

I n  t h e  government s e c t o r ,  t h e  A . I . D .  program seeks i n  t h e  n e x t  
f i v e  y e a r s  t o  upgrade t h e  q u a l i f i c a t i o n s  of 5,000 Niger ia1  p u b l i c  
s e r v a n t s  i n  s e n i o r  and i n t e r m e d i a t e  p o s i t i o n s .  T h i s  w i l l  be ac -  
complished through t h e  c o o p e r a t i v e  es tab l i shment  of t h r e e  a d ~ i a n c e  
p u b l i c  a d m i n i s t r a t i q r :  i n s t i t u t i o n s ,  through i n - s e r v i c e  p r o g r , l w ,  
and th rough  p a r t i c i p a n t  t r a i n i n g .  I n  t h i s  f i e l d  of p u b l i c  

a d m i n i s t r a t i o n ,  8'7 p a r t i c i p a n t s  s i n c e  IL'5'! have r e c e i v e d  s h o r t -  
term t r a i n i n g  i n  t h e  Ilnit,ed S t a t e s ,  h e r t o  Rico,  nr  Canada, and 
ro tu rnod  t o  N i g e r i a .  Of t h e s e ,  21 hold t h e  rank of I'ermanent ,. , .  . .  . , . ? .  , . ... . m. , . 
i J , i :  i p I : r e  I '  i '  i 1%. r L , c  i n i i ~ o ~  
66 occupy middle management type  p o s i t i o n s .  Nearly a l l  t h e s e  
p o s i t i o n s  e n t a i l  c o n s i d e r a b l e  r e s p o n s i b i l i t y .  

Eevelcpment l o a n s ,  i n  con junc t ion  w i t h  domest ic  resources and w i t h  
o ~ h e r  sources  of f j n a n c e ,  a r e  d i r e c t e d  t o  t h e  Niger ian  goal of 
a c h i e v i n g  a  g r o s s  investment  r a t e  exceed ing  15% of GNP and a  t o t a l  
g r o s s  jnvestmpnt f o r  t h e  Six-Year Plan o f  up t o  $3 b i l l i o n .  It i s  
hoped t o  move ahead r a p i d l y  i n  M 1963-1965 s o  as t o  a l l o w  equ ip-  
mtn t  t o  b e  purchased and t h e  p r o j e c t  r e s u l t s  u t i l i z e d  d u r i n g  t h e  
Plan p e r i o d  i n s o f a r  a s  p o s s i b l e .  

Development l o a n s  a r e  be ing  cons idered  now f o r  a  munic ipa l  wa te r  
supply sy s Lei~i a t  X a d a r ~ ,  rdi iway  rack equipn~er~  L ,  an6  a  r o a d  I"rorn 
Ca labar  t o  Ikom. 

Loans may be made i n  FY 1964 t o  s u p p o r t ,  i n  c o n j u n c t i o n  w i t h  t h e  
I B R D ,  construct , ion of t h e  Niger  Dam and roads ,  t h e  U n i v e r s i t y  of 
I f e  A g r i c u l t u r a l  Col lege,  a  s t e e l  m i l l ,  munic ipa l  w a t e r  supp ly  
systems, and comprehensive secondary s c h o o l s .  

( I n  m i l l i o n s  o f  d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Es t imated  Proposed 

Development Loans - T o t a l  - 23.1 70.0-100.0 
T r a n s p o r t a t i o n  - 10.6 
Hea l th  and S a n i t a t i o n  - 12.5 

Development Gran ts  - T o t a l  21 . O  18 .0  21.5 

A g r i c u l t u r e  and Natural  
i iesources  7 .5  5 . 8  8 . 0  

Hea l th  and S a n i t a t i o n  0 . 2  0 . 6  - 
Educatiori 6 .2  6 . 0  7 .2  
P u b l i c  S a f e ~ y  and P u b l i c  
Admin is t ra t ion  0 . 6  1 . 3  1  . O  

P r i v a t e  E n t e r p r i s e  3 .5  0 .5  1 . 7  
General and Misce l laneous  3 . 0  3.8 3 . 6  

Other  U.S. A s s i s t a n c e  
M i l i t a r y  A s s i s t a n c e  Program - 3 . 3  0.3 



Nigeria 

U.S.  FOREIGN ASSISTANCE - OBLIGATIONS AND LOAN AUTHORIZATIONS 
( M i l l i o n s  o f  D o l l a r s )  

PROGRAM 

ECONOMIC - TOTAL.. .................................. 

AOEMCY FOR IMTERMATIOMAL DEVELOPMENT - TOTAL...... 
G r a n t 3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loan. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL COOPERATION/DEVELOPMENT GRANTS.. . . . . . .  

DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

OTHER A.1.D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
FOOD FOR PEACE ( P L  V0O) - TOTAL ................... 

T I T L E  I - PLANNED FOR GRANJS AN0 LOANS.. . . . . . . . .  

. . . . . . . . . . . .  . 1 0 4 c  ' G r a n t s  for Comaon D c f r n . r . .  
. .  . 1 0 4 d  G r a n t s  f rom T r i a n g u l a r  T r a n s a c t i o n s . .  

. . . . . . . .  . 1 0 4 ~  G r a n t s  for Economic  D e v e l o p m e n t  
. . . . . . . . . . . .  1 0 4 ~  - Loons  t o  P r t v o t e  I n d u s t r y . .  

1 0 4 8  . Loans t o  Governments  . . . . . . . . . . . . . . . . . . .  

( T o t a l  S o l e .  A g r e e m e n t s )  

. . . . . . . . . . . . . . . . . . .  T I T L E  I  I - EMERGENCY REL IEF . .  

T I T L E  I I 1  - VOLUNTARY REL IEF  AGENCIES.. . . . . .  

T I T L E  I V  - COLLAR CREDIT SALES.. . . . . . . . . . . . . .  
EXPORT-IMPORT BANK LOMQ-TERM LOAMS ................ 
OTHER U.S. ECOMOYIC PROGRAMS ...................... 

ASSISTANCE FROM INTERNATIONAL AGENCIES 
F Y  1961 FY 1962 FY 1946-62 - - 

IBRD . World Bsnk . . . . .  28 .O 

W Tech. A m ' t  (CY) . . . .  0.2 0.6 1 . 5  
UN S p e c i a l  Fund . . . . . .  L.2 2.9 7.8 

il Loss than $50,000. 

L Y E A R S  

1957 

0.5 - 
0.5 

OTHER ASS1 STANCE AND REPAYMENTS 

SINO-SOVIET BLOC ASSISTANCE 

. . . . . . . . . . . . . . . . . . . . . . . . . .  1961 I C a l e n d a r  Y e a r l  

. . . . . . . . . . . . . . . . . . . . . . . . . .  1962 ( C a l e n d a r  Y e a r l  

C u m u l a t i v e  t h r u  1 9 6 2  . . . . . . . . . . . . . . . . . . . . . . . . . .  

112 

LOAN DOLLAR REPAYMENTS AN0 INTEREST 
FY 1961 FY 1962 FY 1946-62 

O t h e  Government Loans 
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FED- OF RHODESIA 

; BECHUANA 
LAND ,-- 

Rhodesia and Nyasaland- BASIC ECONOMIC DATA 

....... Annual Population Growth 2.8% 
Gross National Product (1961)* 

............ Total ($  illi ion) 1,530 
Per Capita GNP ( ~ o l l a r s )  ..... 163 
Approx. 1956-61 Growth Rate 

Total  GNP .................. +3.G ................. Per Capita +0.3% 

AGFUCULTUR4L PROD. INDEX (1952-5h=100) ................... Per Capita Index ................. corn (1000 MT) 

INDUSTFUAL PROIWCTION INDEX (1958=100) 

INTERNATIONAL TRADE ($ H i  l i on )  
a4 ' Total Exports ( f  .o.b.)-. ............ ................. Refined Copper 

Total  Imports ( c . i . f . )  ............. 
Trade Balance .................... 

30LD & FOREIGN EXCHANGE End Y r .  -$ M i l )  
( o f f i c i a l  holdings\ 

ZOST OF LIVING INDEX (1958=100) No .Rhodesia 
... (June-Dec 1960=100) So. Rhodesia 

Agricul tura l  Land .............. Percent of Area 32% 
............. Acres per Capita 10 

Literacy Rate .................. n.a.  
Pupi ls  - % of Pop. ( ~ r i m / ~ e c o n d . )  12% 
Life Expectancy (years)  ........ n.a. 
People per Doctor .............. 9,300 

The Federation of Rhodesia and Nyasaland cons i s t s  of  t h e  tw B r i t i s h  Pm- 
t e c t o r a t e s  of Northern Rhodesia and Nyasaland and t h e  self-governing 
B r i t i s h  Colony of Southern Rhodesia s i tua t ed  i n  t h e  i n t e r i o r  of  south- 
c e n t r a l  Africa. The l a r g e s t  percentage of population i s  i n  Southern 
Rhodesia with 3.9 mi l l i on  persons (of whom 221,000 a r e  Europeans) although 
Nyasaland has  the  h ighest  population densi ty  with 3.2 mi l l ion persona l i v -  
ing i n  l e s s  than one-tenth of  t h e  Federation area .  The present Federation 
i s  i n  t h e  process of d r a s t i c  a l t e ra t ion .  

P o l i t i c a l  d i f f i c u l t i e s  a r e  manifest i n  t h e  Federation, pa r t i cu la r ly  in 

* Converted a t  $2.80 per pound. 4 Includes gold sa les .  E - Estimated. 

Despite these  p o l i t i c a l  tens ions ,  t h e  economic pos i t ion  of t h e  Federation 

increased manufacturing output and groving fore ign exchange reserves .  This,. 
f a w r a b l e  economic s i t u a t i o n  i s  concentrated i n  t h e  Rhodesias, however. 
Northern Rhodesia, a r e l a t i v e l y  r i c h  area ,  i s  t he  Free World's second l a r g -  
e s t  copper producer and exporter and has o ther  minerals, including s t r a t e -  
g i c a l l y  important l i thium. The major i ty  of t h e  approximately $100 mil l ion 
i n  U.S. pr ivate  investment i n  t h e  Federations has been i n  t h e  mining indus- 
t r y  i n  t h i s  t e r r i t o ry .  Southern Rhodesia's economy i s  d ive r s i f i ed  with 
good prospects f o r  economic growth. However, t hese  ind ica to r s  a r e  essen- 
tially re f l ec t ions  of t h e  wealth of t h e  European segment of t h e  economy. 
Nyasaland, whose secession from the  Federation i s  ant ic ipated i n  1964, i s  
g r e a t l y  dependent on external  a s s i s t ance  and f aces  an opera t ing budget 
d e f i c i t  exceeding $8 mil l ion  next year. 

Most of t h e  African economy i s  subsis tent  i n  character,  v i t h  per  c a p i t a  
income no more than $50-$60. From 1960-1962, Gross National Product (GNP) 

as such generally strong, as presently dmonatrated by high exports, f a i l e d  t o  gmv, while t h e  population was increasing by 2.8% each year. 
Sk i l l ed  African manpower i s  v i r t u a l l y  nonexistent.  
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ib AS ~ r i  t l l -  I a t~t: W V I  i i 111 w m ; s ~  L I I U L  lmerc oe a n  o r u e r l y  t r a n s f e r  
of p o l i t i c a l  power i n  t h e  Federa t lon  from t h e  European c o l o n i a l  
a d m i n i s t r a t i o n  t o  t h e  Afr icans  under condi t ions  t h a t  w i l l  f o s t e r  
t h e  development o f  non- rac ia l  s o c i e t i e s  and r e s p o n s i b l e  govern- 
ments o r i e n t e d  toward t h e  West. The U.S. r o l e  i n  h e l p i n g  a c h i e v e  
t h i s  change i s  s u b s i d i a r y  t o  t h a t  of  t h e  U . K .  whose i n t e r e s t  and 
r e s p o n s j b i l i t i e s  i n  t h e  Federa t ion  a r e  paramount. 

U.S. a i d  is designed n e i t h e r  t o  hasten nor  t o  p revent  t h e  breakup 
o,C t h e  F e d e r a t i o n ,  b u t  i s  undertaken p r i m a r i l y  t o  i n d i c a t e  our  
i n t e r e s t  i n  African advancemer~t and t o  h e l p  br ing  about  f u l l e r  
Afr ican  p a r t i c i p a t i o n  i n  t h e  s o c i a l ,  p o l i t i c a l ,  and economic l i f e  
o f  t h e  c o u n t r y .  

The Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) e f f o r t  i s  d i -  
r e c t e d  toward t h e  i n d i v i d u a l  t e r r i t o r i e s  and confined t o  f i e l d s  
d i r e c t l y  b e n e f i c i a l  t o  t h e  A f r i c a n s .  The Federal  Government i s  
kep t  informed of p r o j e c t s  and g i v e s  proforma a s s i s t a n c e  t o  p r o j e c t  
agreements .  Our a s s i s t a n c e ,  a l though  l i m i t e d ,  i s  designed t o  p l a y  
an impor tan t  r o l e  i n  a s s i s t i n g  loca l  and U . K .  e f f o r t s  t o  t r a i n  
and e d u c a t e  t h e  Afr ican  and t o  h a s t e n  h i s  en t rance  i n t o  t h e  cash 
Pronomy - e c n ~ n m i c  p r e r e q u i s i t e s  t o  t h e  b u i l d i n g  o f  a  r e s p c c s i b l e  
n o n - r a c i a l  s o c i e t y .  However, i n  none of  t h e  t e r r i t o r i e s  a r e  we 
c a r r y i n g  o u t  major development programs, and we w i l l  con t inue  t o  
s t r e s s  t o  t h e  U . K .  and t h e  l o c a l  governments our supplementary 
r o l e .  While a s s i s t i n g  wi th  s e l e c t e d  surveys ,  we a r e  be ing  c a r e f u l  
t o  avo id  g i v i n g  r i s e  t o  expec ta t ion  of  s i z a b l e  U.S. a i d .  

The major  p o r t i o n  of  our A. I.D. program i s  planned f o r  Nyasaland 
where, i n  view of t h e  r a p i d  pace of Afr ican  p o l i t i c a l  advancement, 
our  o b j e c t i v e s  cannot be met wi thout  a  more s u b s t a n t i a l  U.S. i n -  
volvement t h a n  i n  t h e  o t h e r  two t e r r i t o r i e s  of t h e  F e d e r a t i o n .  
There i s  a n  u r g e n t  requirement  i n  Northern Rhodesia f o r  t e c h n i c a l  
a s s i s t a n c e  t o  a c c e l e r a t e  A f r i c a n i z a t i o n  i n  educa t iona l ,  adminis-  
t r a t i v e ,  v o c a t i o n a l ,  t e c h n i c a l ,  a g r i c u l t u r a l  and o t h e r  f i e l d s ,  and 
8 n d e s t  Frogrem i s  propcscd.  It i s  expec ted  t h a t  t h e  t e r r i t o r y  
w i l l  be a b l e  t o  meet from i t s  own r e s o u r c e s  most o f  i t s  needs f o r  
c a p i t a l  development. Only a  minimum program is planned f o r  South- 
e r n  Rhodesia .  

Cur ren t  S i t u a t i o n  

The economy of t h e  Federa t ion  may be d i v i d e d  i n t o  t h e  money and 
s u b s i s t e n c e  s e c t o r s  involv ing ,  respec t ive l -y ,  the European and t h e  
A f r i c a n  segments of t h e  popula t ion .  The F e d e r a t i o n ' s  money economy 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

I 

PROPOSED PROGRAM 

FY 1964 
0.0 - 1.8 million 

i s  f l o u r i s h i n g ,  w i t h  e x p o r t s  con t inu ing  a t  a  s t e a d y  r a t e .  Foreign 
exchange r e s e r v e s  have recovered  f o l l o w i n g  a  d e c l i n e  due t o  cap i -  
t a l  ou t f low i n  1960. This  f a v o r a b l e  economic s i t u a t i o n  i s  concen- 
t r a t e d  i n  t h e  Rhodesias .  Nyasaland f a c e s  upon s e c e s s i o n ,  a n  
o p e r a t i n g  budget d e f i c i t  of  a t  l e a s t  $8 m i l l i o n  i n  FY 1964. 

Nyasa l e a d e r s  a r e  determined t o  move toward independence w i t h  a 
hope t o  ach ieve  economic p r o g r e s s ,  mainly through i n c r e a s e d  and 
d i v e r s i f i e d  a g r i c u l t u r a l  p roduc t ion .  Such p r o g r e s s  depends 
l a r g e l y  on e x t e r n a l  a s s i s t a n c e  which t h e  Government of  t h e  Feder- 
a t i o n  and t h e  United Kingdom have been supply ing  a t  t h e  r a t e  of 
$10 t o  $12 m i l l i o n  a n n u a l l y  i n  g r a n t s  and l o a n s .  It  i s  a n t i c i -  
p a t e d  t h a t  t h e  o p e r a t i n g  d e f i c i t  p l u s  $5.6 t o  $9.2 m i l l i o n  f o r  
c a p i t a l  e x p e n d i t u r e s  w i l l  be met i n  FY 1964 by t h e  U . K .  through 
g r a n t s  and l o a n s .  

The Nyasaland Development Plan cover ing  '$36.4 m i l l i o n  i n  p u b l i c  
investment  over  a  th ree-year  p e r i o d  from 1962-1965 i s  r e s p o n s i v e  
t o  t h e  u rgen t  need f o r  t r a i n i n g  of A f r i c a n s  i n  cash-crop a g r i c u l -  
t u r e ,  a d m i n i s t r a t i o n ,  and v o c a t i o n a l  s k i l l s .  Northern R h o d e s i a ' s  
c a p i t a l  expendi tu re  p lan  i s  geared t o  r u r a l  development, b u t  may 
n o t  be  a c c e p t a b l e  t o  Afr ican  l e a d e r s  who have j u s t  formed a  p l a n  
of  t h e i r  own. 

No U.K.  g r a n t  a s s i s t a n c e  i s  prov ided  t o  t h e  Rhodesias o r  t h e  Fed- 
e r a l  Government. The major p o r t i o n  of  t h e i r  investment  c a p i t a l  
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h a s  been ob ta ined  through l o a n s  from t h e  U . K . ,  t h e  I n t e r n a t i o n a l  
Bank f o r  Recons t ruc t ion  and Development (IBRD) and f o r e i g n  p r i v a t e  
s o u r c e s .  

E"i 1964 Program 

The A . I . D .  program i s  designed t o  a s s i s t  i n  mest ing t h e  most u r -  
g e n t  needs f o r  t r a i n i n g  Afr icans  w i t h  a  view t o  i n c r e a s i n g  t h e  
r o l e  t h e y  p l a y  i n  t h e  cash economy. I n  Nyasaland t h e  Development 
Grant  program of $2.045 m i l l i o n  w i l l  p rov ide  guidance and a s s i s t -  
ance i n  r u r a l  improvement and e d u c a t i o n a l  development i s  empha- 
s i z e d  th rough  a  program of  t r a i n i n g  Afr icans  i n  a g r i c u l t u r a l  ex- 
t e n s i o n ,  community development, and t e a c h e r  e d u c a t i o n .  S t a f f i n g  
of A.1.D.-constructed Nyasaland Poly technic  High School w i l l  be 
f inanced  through a  u n i v e r s i t y  c o n t r a c t .  S e l e c t e d  f e a s i b i l i t y  
s t u d i e s  w i l l  b e  conducted.  The Northern Rhodesia program proposed 
a t  $1.13 m i l l i o n  w i l l  a l s o  c o n c e n t r a t e  on t e c h n i c a l  a s s i s t a n c e  i n  
t h e  f i e l d s  of a g r i c u l t u r a l  e x t e n s i o n ,  community development, and 
A f r i c a n  t e a c h e r  t r a i n i n g .  Curr iculum a t  t h e  A.1.D.-supported 
a d u l t  educa t ion  c o l l e g e  w i l l  be  developed and c o u r s e s  t a u g h t  by 
U.S. p r o f e s s o r s .  Limited t e c h n i c a l  a s s i s t a n c e  i n  Southern 
Rhodesia  proposed a t  $176,000 i s  planned t o  commence t r a i n i n g  i n  
community development, and t o  i n t r o d u c e  U.S. concepts  of  a g r i c u l -  
t u r a l  e x t e n s i o n  and t e a c h e r  t r a i n i n g .  

FY 1  ?64 A. I. D. PROPOSED PROGRAM 

( I n  m i l  I i o n s  of  d o l l a r s  ) 
FY 1963 FY 1Q64 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  - - 0-1.8 

Development Gran ts  - T o t a l  2 . 8  2 . 6  3.8 

A g r i c u l t u r e  and Natura l  
Resources 0 . 3  0 . 8  1 . 3  

T r a n s p o r t a t i o n  0.1 - 0 . 2  
Educat ion 1 . 7  1.1 1 . 2  
P u b l i c  S a f e t y  and Publ ic  

Adminis t ra t  ion  0 . 2  0.1 0 . 4  
Community Development and 

S o c i a l  Welfare  0.1 0.1 0 . 3  
General  and Miscel laneous 0 . 4  0 . 5  0 .4  

AGENCY FOR INTtL. DEVELOPMENT - TO= 0 . 6  
Technical ~ o o ~ . / ~ e v e l o p m e n t  Grants . 0.2 
Development Loans .................. - 
Other A . I . D .  ....................... 0 . 4  

_I 

FOOD FOR PEACE (P.L. 480) - TOTAL 
T i t l e  I, Country Uses .............. - 

(sa les  ~greements) ............... (-1 
T i t l e  I1 ........................... - 
T i t l e  I11 .......................... " 

T i t l e  I V  ........................... - 

Obligations and C o d t m e n t s  
:millions of do l l a r s  & dol la r  equiv.) 

............ EX-IM BANK LONG-TERM LOANS 

....... OTHER U.S. ECONOMIC ASSISTANCE - 

FT 
1961 

MILITARY ASSISTANCE 
M.A.P. - Grant Aid ................. - 
M.A.P. - Credit  Assistance ......... - 
Other Mili tary Assistance .......... - 

ASSISTANCE FROM INT'L. A G E N C F  
IBRD - World Bank .................. - 
UN Tech. Assl t .  ( C Y  ending i n  FY) .. 0.1 

.................... UN S p e c i a l  Fund 0 . 8  

FT 
1962 

SINO-SOVIET BLOC ASSISTANCE ( C Y )  . . . . . -  - 

FT 
1946-1962 

LOAN $ REPAYMENTS & INTEREST 
A . I . D .  and P.L. 480 Loans .......... - 

............. Ex-Im Bank ( ~ o n ~ - ~ e r m )  - 

............. Other Government Loans 4 . 4  

+Less than $50,000 
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S i e r r a  L ~ ~ ~ ~ - B A s I c  ECONOMIC DATA 
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/ Population 2 . 5  mil 1 
Area (sq.mi.) 28.000 

110 M U N l  
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I leopoldvi l l .  

Country Background 

S i e r r a  Leone a t t a i n e d  independence i n  1961. It was t h e  o ldes t  B r i t i s h  pos- 
s e s s ion  i n  Africa,  and i t s  t r a d e  and commerce a r e  s t i l l  pr imar i ly  with t h e  
United Kingdom (U.K. ). I t s  h i s t o r i c  r o l e  i n  B r i t i s h  West Africa i s  g rea t e r  
than i t s  comparative s i ze .  The c a p i t a l ,  Freetown, o r ig ina l ly  s e t t l e d  by 
f r eed  s laves ,  was an  ea r ly  s e a t  of Ewitish West African co lon ia l  administra- 
t i on .  Before World War 11, Fourah Bay College was f o r  many years  t h e  source 
of higher education f o r  Africans from Nigeria and Ghana, a s  wel l  a s  S i e r r a  
Leone. S i e r r a  Leoneans served i n  t h e  co lon ia l  services ,  i n  t rade ,  and t h e  
profess ions  i n  t h e  o the r  B r i t i s h  West African areas .  As a r e s u l t ,  long- 
s tanding t i e s  were formed among t h e  educated c o a s t a l  f ami l i e s  i n  t h e  t h ree  
countr ies .  I n  contemporary West Afr ica ,  S i e r r a  Leone's moderate, f r e e  
soc i e ty ,  combined with i t s  pas t  t i e s ,  makes t h i s  country a source of favor- 
a b l e  r eg iona l  influence.  

Annual Population Growth ....... 1.9% Agricul tura l  Land 
h-oss National Product (1961)* Percent of Area .............. 81% ............. ............ Total  ($  illi ion) 175 Acres pe r  Capita 6 .................. ..... Per Capita GNP ( ~ o l l a r s )  70 Literacy Rate 10% 

Pupi ls  - $ of Pop. (~r im/second. )  4% 
Life Expectancy (years)  ........ n.a. ............ People per  Doc t o r  22,600 

AGRICULTURAL PROD. INDEX (1952-%=loo) 96 10 3 10 3 n.a. 
Per Capita Index ................... 86 90 88 n .a .  ........... Rice, paddy (1000 MT) 2 61 286 299 n .a .  

ZLECTRIC POWER OUTPUT (KWH p e r  capi ta)  18  20 21 23 

INTSPERNATIONAL TRADE ( 3  Ni l l i on )  
Tota l  Exports ( f  .o.b.) ............. 55 82 57 

....................... Diamonds (19) 
Tota l  Imports ( c . i  . f  .) ............. - 66 - 7b - 91 - 85 

Trade Balance .................... -11 + 9 - 9 -28 

.......... IRON ORE PRODUCTION(1000 MT) l,h5O l ,h70 1,695 2,300 

ZOST OF LIVING INDEX (1958-100). 100 10 2 107 107 ...... 
(Freetown) 

re Converted a t  $2.80 pe r  pound. 

The f i r s t  suff rage  e l ec t ion  was held i n  Fay 1962. The opposi t ion  pa r ty  i s  
left-wing, but c o m n i s m  has made l i t t l e  penet ra t ion  and poses no se r ious  
immediate t h rea t .  

The r u r a l  populace i s  beginning t o  demand increased education and medical 
s e rv i ces ,  and a higher standard of l i v ing .  The majority par ty  has produced 
a 10-year plan of s o c i a l  and economic development which i s  overambitious 
but a worthwhile f i r s t  at tempt a t  economic planning. The country ' s  low 
l e v e l  of ag r i cu l tu ra l  product iv i ty  and dependence on cocoa, coffee,  o i l  
palm, and a slowly expanding mineral. indust ry  w i l l  make achievement of i t s  
a sp i r a t i ons  a d i f f i c u l t  t a sk .  On t h e  o the r  hand, S i e r r a  Leone has t h e  
advantage of a small  cadre of wel l - t ra ined l eade r s ,  an excel lent  harbor,  
and a policy of encouraging fo re ign  investment. 

Most of t h e  population l i v e  i n  r u r a l  a r e a s  and i s  gradually being in t eg ra t ed  
i n t o  t h e  l i f e  of t h e  country. The Etri t ish l e f t  a sound system of publ ic  
adminis t ra t ion  which has now been "Africanized" t o  a l a r g e  extent.  Vi l lage  
l i f e  i s  s t i l l  run l a rge ly  by t r i b a l  a u t h o r i t i e s .  



U.S. O b i e c t i v e s  and S t r a t c p v  

must not be divulead to unauthorized indi- 

U .  S .  uljj e c t i v e s  a r c  t o  encvuragu and suppor t  ecurlornic arid s o c i a l  
uGviiili:e~l~er~i l r l  5ic1.1.a Luurlt:, Lu t; i r u r l g ~ r ~ o r ~  i LL: I I L U U C I ~ ; ~  LC: U I U  ~ ' r e e  
s o c i e t y ,  and t o  extend i t s  i n f l u e n c e  on o ther  c o u n t r i e s  i n  West 
A f r i c a .  

I n  s u p p o r t  of  U.S. o b j e c t i v e s  t h e  Agen:y i'or I n t e r n a t i o n a l  Devel- 
opment ( A.I .D .  ) proposes t o  t a k e  t h e  fol lowing a c t i o n s :  

1. P r e s s  t h o  B r i t i s h  t o  r e t a i n  pr imary r e s p o n s i b i l i t y  f o r  a s s i s t -  
ance t o  and i n f l u e n c e  upon S i e r r a  Leone 's  development. 
S p e c i f i c a l l y ,  t h e  V.K. i s  t o  be  encouraged t o  p r o v i d e  c a p i t a l  
and t e c h n i c a l  a s s i s t a n c e  a t  l e a s t  e q u a l  to  preindependence 
l e v e l s  ($5.5 m i l l i o n  a n n u a l l y ) ,  arid l i b e r a l i z e  i t s  a i d  terms. 

2. C o o p e r a ~ e  w i ~ h   he B r i t i s n  i n  a  compiemsntary c a p a c i t y .  O l i r  

aim i s  t o  s e l e c t  a c t i v i t i e s  t h a t  w i l l  help d i r e c t l y  t h e  
people  of S i e r r a  Leone i n  t h e  a t t a i n m e n t  of t h e i r  postindepend- 
ence g o a l s .  We w i l l  c o n s i d e r  s u p p o r t i n g  some i n f r a s t r u c t u r e  
p r o j e c t s ,  e .g . ,  schools  and e s s e n t i a l  highway l i n k s  with t h e  
h i n t e r l a n d ,  t h a t  meet Development Loan c r i t e r i a .  No budget 
suppor t  w i l l  be provided.  

3. Encourage i n t e r n a t i o n a l  agenc ies  t o  a s s e s s  S i e r r a  Leone 's  
economic p a t e n t i d  and h e l p  d e v i s e  a  mcre r e a l i s t i c  dcvelcp- 
ment p lan .  

C u r r e n t  S i t u a t i o n  

S i e r r a  Leone's economic p r o g r e s s  h a s  been  l imi ted .  A drop  i n  d i a -  
mond e x p o r t s  and reduced p r i c e s  f o r  t h e  count ry ' s  p r i n c i p a l  a g r i -  
c u l t u r a l  p roduc ts  have c o n t r i b u t e d  t o  lower r e c e n t  e x p o r t  l e v e l s .  
The count ry  l a c k s  t h e  s k i l l s ,  p l a n s ,  and i n s t i t u t i o n s  needed f o r  
b a s i c  improvement. Its popula t ion  i s  90$ i l l i t e r a t e ,  impoverished 
and p r i m i t i v e .  

S i e r r a  Leone l a c k s  t e c h n i c a l  t r a i n i n g  and educa t iona l  opportuni-  
t i e s  f o r  i t s  people.  Subs i s tence  a g r i c u l t u r e  i s  t h e  major r u r a l  
a c t i v i t y .  Mineral  p roduc ts  (diamonds and i ron o r e )  make 1Jp about  
t h r e e - f o u r t h s  of t h e  c o u n t r y ' s  e x p o r t s ,  and t r o p i c a l  a g r i c u l t u r a l  
p r o d u c t s  most of t h e  r e s t .  S ince  t h e  e a r l y  1 9 5 S 1 s  peopl-e have 
been s h i f t i n g  from a g r i c u l t u r e  t o  diamond mining, wi th  many moving 
i n t o  t h e  urban  c e n t e r s ;  food o u t p u t  h a s  n o t  kept up w i t h  demand, 
and food  imports  have increased .  

The government r e c e n t l y  increased  import  and e x p o r t  d u t i e s  on 
c e r t a i n  goods i n  o r d e r  t o  i n c r e a s e  revenue and encourage more 
l o c a l  p roduc t ion  of food crops f o r  domest ic  consumption. 

-- 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

FY 1964 
I 

Development Loans Est~mate $0.0-4.5 Million 

Secondary educa t ion  was expanded i n  1961 and enro l lment  was i n -  
c roascd  a t  Fourah Bay College.  However, t h e  e x t e z s i o n  of  p r i ~ a r y  
educa t ion  i n t o  r u r a l  a r e a s  c r e a t e s  a  v a s t l y  expanded need f o r  
more and b e t t e r  q u a l i f i e d  t e a c h e r s .  This  need i s  no t  b e i n g  met. 
An i n t e n s i f i e d  program of a g r i c u l t u r a l  e x t e n s i o n  and t r a i n i n g  i s  
now provided by in formal  a d u l t  educa t ion  programs. 

O n e - f i f t h  of proposed c a p i t a l  expendi tu re  i n  t h e  Ten-Year P lan  i s  
f o r  medicine and h e a l t h ;  however, t h e  c3ncept of p r e v e n t i v e  
medicine i s  n o t  y e t  f u l l y  accep ted  by t h e  h e a l t h  a u t h o r i t i e s .  

FY 1964 Program 

The primary goa l  of A . I . D .  a c t i v i t i e s  i n  FY 1964 i s  t o  s t r e n g t h e n  
t h e  r u r a l  i n s t i t u t i o n a l  founda t ions  i n  such f i e l d s  a s  a g r i c u l t u r e  
e x t e n s i o n ,  t ~ a c h ~ r  t r a i n i n g ,  an(] h e a l t h  edi icat ion.  This  i s  
d i r e r t e d  a t  dsvelopment of t h e  p r o f e s s i o n a l  and v o l u n t a r y  l e a d e r -  
s h i p  r e q u i r e d  t o  s t i m u l a t e  p roduc t ive  a c t i v i t y  and economic 
g r o d t h .  Approximately $2.2 m i l l i o n  of Development Grant  a s s i s t -  
ance i s  proposed f o r  Development Grant a c t i v i t i e s  i n  FY 1964. 

One A . I . D .  p r o j e c t  p rov ides  a s s i s t a n c e  t o  a  t r a i n i n g  i n s t i t u t e  
a t  Kenema, organized t o  t r a i n  unschooled boys and g i r l s  i n  t h e  
use  of s imple modern farm t o o l s  and techniques .  O t h e r  a c t i v i t i e s  
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i n  r u r a l  development a r e  a g r i c u l t u r a l  and t e a c h e r  t r a i n i n g  a t  
N j a l a ,  p u b l i c  h e a l t h  educa t ion ,  p o t a b l e  wate r  supply i n v e s t i -  
g a t i o n s ,  and community a c t i o n  programs. Ths Peace Corps i s  
p l a n n i n g  a d d i t i o n a l  v o l u n t e e r s  t o  s t a f f  bo th  t h e  community a c t i o n  
and t e a c h e r  placement programs. 

S i n c e  inadequa te  s t a t i s t i c a l  d a t a  have h indered  economic planning,  
A . I . D .  w i l l  con t inue  t o  a s s i ~ t  i n  deve lop ing  t h e  new C e n t r a l  S t a -  
t i s t i c s  O f f i c e .  

A . I . D .  w i l l  p rov ide  a  smal l  number o f  p a r t i c i p a n t  g r a n t s  t o  top  
and middle l e v e l  personne l  i n  and o u t  of government. These g r a n t s  
w i l l  supplement t h e  h i g h e r  l e v e l  t r a i n i n g  a v a i l a b l e  t o  S i e r r a  
Leoneans a t  Fourah Bay College.  

The U . K . ,  West Germany, I s r a e l  and i n t e r n a t i o n a l  l e n d i n g  agenc ies  
a r e  expec ted  t o  provide most of S i e r r a  Leone ' s  e x t e r n a l  c a p i t a l  
a s s i s t a n c e .  

FY 1964 A . I . D .  PROPOSED PROGRAM 

( I n  m i l l i o n s  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Est imated Proposed 

Development Loans - T o t a l  - - 0-4.5 

Development Gran ts  - T o t a l  1 . 5  2.2 2.3 
A g r i c u l t u r e  and N a t u r a l  

Resources 0 .3  0 .6  0.7 
Hea l th  and S a n i t a t i o n  0.1 0 . 3  0.6 
Educat ion 0.7 0.7 0 .6  
General  and Misce l laneous  0 . 6  0 . 6  0 .4  

Deobl iga t ions  During FY 1962 -0.2 xx xx 

FINANCIAL DATA - 
Obl iga t ions  and C o d t m e n t s  FY 

( m i l l i o n s  o f  d o l l a r s  br d o l l a r  equiv.)  1 1$1 1 1$2 1 1946-1962 

AGENCY FOR INT'L. DEVELOPMENT - TOT& 0.5 
Technical  ~ o o ~ . / ~ e v e l o p m e n t  G r a n t s  . 0.1 
Development Loans .................. - ....................... 0 t h e r A . I . D .  0.4 

FOOD FOR PEACE (P.L. 480) - TOTAL 0.1 
T i t l e  I, Country Uses .............. - 

( s a l e s  ~ g r e e m e n t s )  ............... ( - )  
T i t l e  I1 ........................... - .......................... T i t l e  I11 0.1 
T i t l e  I V  ........................... - 

EX-IM BANK LONG-TERM LOANS ...........- 
OTHER U.S. ECONOMIC ASSISTANCE ....... - 

MILITARY ASSISTANCE 
M.A.P. - Grant  Aid ................. - 
M.A.P. - C r e d i t  A s s i s t a n c e  ......... - .......... Other  M i l i t a r y  A s s i s t a n c e  - 

ASSISTANCE FROM INT'L. AGENCIES 
U N  Tech. Ass't .  ( C Y  ending i n  FY) ... +$ 

SINO-SOVIET BLOC ASSISTANCE (CY) ...... - 

3tLess than $50,000 
116 
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Somali R e p u b l i c -  BASIC ECONOMIC DATA 

I \  ' ,. , - - - C E N T R A L  ',, 

SOMALI R E P ]  

S O U T H  
A F R I C A  

Country Background 

....... Annual Population Growth 0.9% 
Gross National Product (1961)* ............ Total  ($  illi ion) 56 

Per Capita GNP ( ~ o l l a r s )  ..... hO 

AGRICULTURAL PRDWCTION 
............... Bananas (1000 MT) 

................. corn (1000 MT) 

ELECTRIC POWER OUTPUT (KWH p e r  cap i t a )  

INTPTERNATIONAL TRADE (3 Mil l ion)  
Tota l  Exports (f .o.b. ) ............. 

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

Trade Balance .................... 
GOLD & FOREIGN E X C H A N C E ( E ~ ~  Yr.-$  Mil) 

Agr icul tura l  Land 
Percent of Area .............. 3W 

............. Acres per  Capita 26 
Li teracy Rate .................. 5% 
Pupi ls  - % of Pop. ( ~ r m e c o n d . )  1% ......... Life  Expectancy n.a. 
People per  Doctor ............ 27,800 

* Converted a t  7.1h Somalos per  U.S. do l l a r  

The Somali Republic, independent s ince  J u l y  1960, i s  comprised of the  for-  
mer Trus t  Te r r i t o ry  of Somaliland under I t a l i a n  adminis t ra t ion  and t h e  for- 
mer B r i t i s h  P ro t ec to ra t e  of Somaliland. The Somalis have s t rong c o m n  
e thn ic  and r e l i g ious  bonds, and t h e  presence of approximately one mi l l ion  
Somalis i n  neighboring Ethiopia, Kenya, and French SomaliLand provides a 
powerful st imulus t o  expansionist  dreams of u n i t i n g  a l l  of t he  Somali peo- 
p l e  i n t o  one nat ion .  This primary ob jec t ive  of Somali fo re ign  policy i s  
supported by a l l  leaders ,  and Somali-Ethiopian t ens ion  on the-  disputed bor- 
d e r  i s  chronic.  Somalia's Government i s  e s s e n t i a l l y  moderate, neu t r a l  
and f r i e n d l y  towards t h e  West, al though it has been plagued by c r i s e s  and 
has  near ly  f a l l e n  on seve ra l  occasions t o  l e s s  f r i e n d l y  leadership.  I n  
a t tempt ing t o  uni fy  t h e  country, t h e  Government faces  d iscontent  i n  t he  for- 
mer B r i t i s h  northern sec tor ,  and t h e  d i f f i c u l t i e s  of a~~algamatin@; two d i s -  
s i m i l a r  adminis t ra t ive  systems. 

.; covers Southern Rsgion only.  

The s l i g h t  r a i n f a l l ,  genera l ly  semiarid o r  a r i d  and unproductive s o i l ,  Lack 
of known mineral resources i n  commercial quan t i t i e s ,  and a l i t e r a c y  r a t e  o f  
only 58 combine t o  make t h i s  one of t h e  poorest  countr ies  i n  t h e  world. 
Three quar ters  of t he  near ly  two mi l l i on  population a r e  nomads o r  semi- 
nomads relying on l i ves tock  f o r  t h e i r  l ive l ihood and a r e  outs ide  t h e  mone- 
t a r y  sec tor  of t h e  econoqy. Agr icul tura l  a c t i v i t y  i s  confined t o  smal l  
widely separated areas .  Barring t h e  p o s s i b i l i t y  of t he  discovery of o i l ,  
t h e  country's most hopeful development opportunity l i e s  i n  t h e  s i z a b l e  
i n t e r - r ive r  a r e a  where a subs t an t i a l l y  increased l e v e l  o f  a g r i c u l t u r a l  pro- 
duction can be  achieved. The major cash crop, bananas, accounts f o r  almost 
half of t o t a l  exports,  t h e  bulk of which a r e  purchased by I t a l y  a t  p r i ce s  
considerably higher than t h e  world market l eve l .  
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U.S. Objectives and Strategy: 

C.2. = h : = ~ t i , . - ~ ~  ir. the S?31115 Pq7:t-l:- 7 r ~  +n: (4) mlr?ir!jze 
Soviet influence in the country; (b) assist in the maintenanc 
a stable, and basically pro-Western government able to effe 
measurable improvement in the welfare of the Somali people; 
(c) reduce the sources of possible conflict which might dim 
the stability of the Horn of Africa and adversely affect our 
larger interests in Ethiopia. 

Efforts to attain U.S. objectives will be shared with other 
Western'countries and institutions, in particular the former 
metropoles, Italy and the United Kingdom, as well as West Germany, 
the European Economic Community (EE) and International Bank for 
Reconstruction and Development (~BR~)/~nternational Developent 
Associaticii (IN). 'he Vaitcd States should attempt tc focus 
primary responsibility on Italy, U.K., and the E E  for meeting 
Somalia's developnent needs and, to the extent consistent with 
other U.S. objectives, seek Italian leadership in obtaining other 
contributions and in coordinating aid to Somalia. To assure an 
adequate and coordinated approach toward attaining Western inter- 
ests in the country, a tripartite working group (united States, 
United Kingdom, and 1taly) has been established in Mogadiscio. 
Western cooperation also will be used to help expand and diversify 
Somali exports to the Free World as a means of preventing the 
growth of trade with the bloc. 

In view of the political and strategic nature of U.S. interests in 
Somali Republic, the Agency. for International Development (A.I.D. ) 
program will provide assistance in support of activities which are 
considered of importance to the Somali government and compatible 
with U.S . objectives. The A. I .D. program also will be designed to 
expand U.S. influence among the Somali leadership and to strengthen 
the Government of Somali Republic's ability to administer the coun- 
try and to resist Soviet penetration. The A.I.D. program should 
insofar as possible support the development of the limited 
resources of the country. 

U.S. assistance plans must take into account the Somali Republic's 
general lack of the prerequisites for economic growth, including 
the shortage of trained manpower, infrastructure, institutions, 
and difficulties involved in the mobilization of local resources. 

Current Situation 

Somalia has achieved some progress aince independence despite 
the major problem facing the country. A National Bank has been 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

( ,0.3 Support.Assist. 

FY 1962 Development Grants 1 1  40J 
" 

I q ~ a c l  dsoblqot#onr of $ 0 3  Mi//ion 
,Development Loans Pending 

r - 
PROPOSED PROGRAM 

established, instituting a new currency system and stimulating 
the collection of data on trade and the balance of payments. 
Steps are being taken to review and overhaul budgetary, accounting 
and procurement policies and practices. The first Development 
Budget was approved by the National Assembly in November 1962. 

The government has undertaken limited economic planning with the 
assistance of U.N. advisors. A Development Planning Commission 
with the Prime Minister as President has been established, and 
increased efforts are being made to utilize more effectively the 
funds available from the E3E. 

Slight improvement can be ascertained in economic activity, bank 
deposits are rising, and government revenues have been increasing 
steadily at a faster rate than expenditures. Domestic investment 
also has increased. The trade deficit has decreased over the last 
few years because of increases in marketing of bananas in the 
protected Italian market and some expansion in live animal exports. 

A strong, effective central government has not yet been established 
and skilled personnel are lacking at all levels. No discernable 
progress has been made on land tenure or water utilization legis- 
lation and tax systems are in need of reform. 
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A Port Authority has been established by the Somali Government to 
administer all ports, control funds and profits from their opera- 
tions, and administer all normal maritime services. This repre- 
sented fulfillment of a requirement of continued U.S. assistance 
in port construction and modernization. 

Phase I of the Chisimio Port project construction is under way, 
financed with FY 1962 funds. This plus the improvements made in 
the Mogadiscio port will greatly improve Somali opportunities to 
increase and diversify agricultural production exports. 

FY 1964 Program 

The FY 1964 program request includes $4.5 million in Development 
Grant activitica. Water resource development is one major focal 
point designed to assist the Somali Government's efforts to pro- 
vide water to ita population and their livestock. This Develop- 
ment Grant program is related to a probable Title I1 P.L. 480 
drought relief project and a possible developnent loan for a mod- 
ern water supply system for the city of Mogadiscio. 

Greater agricultural production is a key target. A.I.D. will con- 
tinue its assistance in grain and poultry testing operations, 
including the establishment of an agricultural experiment station, 
and in a farmer-training center. Activities to develop the inter- 
river area, expand the fisheries industry and increase crop diver- 
sification will continue. A "Food-for-Work" pilot project for road 
improvement may also be extended. 

Additional Development Grant activities address the need for 
greater numbers of Somali personnel trained for technical and 
administrative duties, as well as assistance to the national 
police. A.I.D. plans also to continue to furnish support for the 
Teacher Training Institute, which will prepare students for teach- 
ing at the primary and intermediate school levels, a comprehensive 
secondary school and participant training activities. The two 
institutions will become a focal point in the Somali government's 
effort to unify the British system in the north and the Italian 
system in the south into a national education system. 

Any measurable progress in the country will for a long time be 
possible only through substantial foreign assistance. Italy pro- 
vided $7 million in grant assistance in CY 1962 of which a total 
of $3.5 million was in support of the $26 million Somali budget. 
The U.K.'s grant assistance in FY 1962 amounted to $4.5 million, 
including $2.1 million in budgetary support. The EEX: obligated 
in 1962 the remainder of the $5 million initial Development F'und 
allocation to Somalia, and West Germany concluded project commit- 
ments for use of the $6.3 million development loan agreement con- 
cluded in 1961. Continuation of assistance from these sources is 
expected at comparable levels in FY 1964, as well as the smaller 
programs of the U.N. and the United Arab Republic (UAR). The 
Soviet bloc extended approximately $63 million in credits and 
grants in 1961 in an attempt to increase its influence in trade 
and in key sectors of the econonly. Implementation of this pro- 
gram is proceeding as trade agreements and project details are 
worked out. 
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M.A.P. - Credit  Assistance ......... - 
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...... SINO-SOVIET BLOC ASSISTANCE (CY) 62.8 
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BASIC DATA 

Population (millions - 1x2) .  ....... 12.4 Life Expectancy (years) ....... 33 
Annual Growth (percent) ........ 2.8 

.......... People per Doctor.. 32,000 
Area (1000 sq. mi.) ............... 967 

............ ........ Pop. Density per sq. mi. 13 Literacy Rate - % 5-10 
Agricultural Land 

.......... Percent of Total Area . .  ......... I2 Pupils a s  96 of Pop. 3 
............... Acres per Capita 6 (Primary & Secondary) 

SUDAN - GROWTH TRENDS 

Calendar Years 
1959 1960 1% 1 - - - 

INTERNATIONAL TRADE (S millions) 
............ Total Exports (f.0.b.). 182 179 

Cotton ................. (2 )  (95) (90) 
............. Total Imports (c.i.f.) ;Lh4 & 

Trade Balance.. ............... +28 +1 -55 

.... COLD & FOREIGN EXCHANGE.. 
(end of year - S millions) 

163 193 179 

ROU'TH INDICATORS 

otal GNP (in 1961 prices; $ millions)+ ...................... 
Per Capit a GNP (dollars) ...................................... 

ixed Investment as  percent of GNP ....... 
omestic Savings as  % of Fixed Investment ..... 
et Foreign Balance as  X of GNP ............................... 
enkal Gov't Domestic Revenues as % of GNP .............. 

picultural Prod. Index (1952-54300) ......................... 
Index per Capita ................................................. 
Sorghum (1,000 MT) ..................... 

ement Output (1,000 Kc) ................. 
ENTRAL GOVERNMENT FINANCES* 
(FY ending June 30) 

otal Expenditures ................................................. 
(Defense Expenditures) .................................. 
(Copital Outlays) ............................................ 

......................................... otal Domestic Revenues 

Deficit or Surplus ............................................... 

Calendar Years 
1960 - 1959 - - 1961 

1,083 1,109 1,132 
94 94 94 

1962 Est. 

1,220 
98 

13  
75 
+3 
I2 

151 
=7 

1,280 

I20 

- Millian Dollar Equivalents - 

Converted a t  $2.872 per Sudanese pound. 
/ A.I.D. estimates. 

Country Proaress 

Sudan's Ten-Year PLan f o r  Economic and Social Development, announced l a s t  September 
is the  country's f i r s t  attempt a t  a comprehensive economic plan. It seeks a 23% 
increase i n  gross domestic product per capita over the  Plan period; increased domes- 
t i c  production of goods t o  subst i tute  f o r  imported goods, lessening the  import drain 
on the  balance of payments; planned investment expenditure over the  Plan period of 
IS 5I2,OOO,OOO (of which over one-third i s  estimated to be by the pr ivate  sector) ;  
and diversification of production f o r  domestic consumption and exports. Government 
investment i s  t o  be concentrated i n  agriculture, education, transportation and com- 
munications, and industry and u t i l i t i e s .  The Plan's concentration on large produc- 
t i v e  schemes limits investment i n  social  services. 

The Plan i s  considered to be rea l i s t i c ,  as  indicated by the  early decision, announced 
publicly, to approach i t s  objectives a s  10-year rather  than seven-year goals. It 
has resulted i n  a careful assessing of p r i o r i t i e s  and matching of desires with finan- 
c i a l  resources. Implementation is expected t o  be d i f f icu l t ,  but the  experience i n  
preparing the  Planhas given the minis tr ies  valuable experience relat ing t h e i r  
a c t i v i t i e s  t o  the Plan. 
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U.S. ObJectives and St ra tem 

Sudan, the largest  country i n  area i n  Africa, with a population 
of 12.4 m: 11 !on, 3 ~ c o g r a ~ h i c  ;-;lt-=al t-idgc bi.L*.eeil the 
Arab and African worlds. It obtained independence i n  1956 and 
since l a t e  1958 has been governed by a relatively eff icient ,  
benevolent mil i tary junta, tha t  has been seriously promoting the 
country's economic development. 

The two-thirds of the population i n  the north claim Arabic descent, 
a r e  Moslem i n  religion and Arabicized in  culture. The one-third 
residing i n  the south are largely African and pagan. The Sudan's 
present mil i tary leadership i s  anti-Communist in  orientation. It 
has maintained internal security while moving gradually toward 
restorat ion of constitutional c i v i l  government. It is providing 
a sound base for  economic development and i s  expanding social  and 
edixa_t.ior?~l f ~ c i l i t i e s .  

Sudan's geographic location has s t ra teg ic  importmce t o  the W t e d  
States. It has granted cer ta in  overflight and laxiding r@ts to 
U.S. mil i tary a i r c r a f t  which it i s  i n  our i n t e r a t  t o  maintatn* 
It nas the  main barr ier  to Sou3.et e f for t s  t o  b r a  suppctrt f o  the 
Gizeqa forces i n  the Congo. The country has tended t~ r e s t r i c t  
Soviet a id  ac t i y i t i e s  t o  comparatively nansensitive weas,  utl- 
Pizing Western aia i n  those ac t iv i t i e s  which haw a potentially 
s ignif icant  culkural 8nd soc ia l  b p a c t  on the Sudanese people. 
Disappointment with Western s w r t  of t he l r  development efforts,  
howe~&, could I@& t o  an invi tat ion t o  the  bloc t o  expand its 
present res t r ic ted  operations. 

mere  i s  a good base fo r  economic developnent in  natural  resources, 
power potential,  telecommunications, potential foreign exchange 
earnings and a favorable government a t t i tude  Kith respect t o  pr i-  
vate industry. However, the country i s  sparsely populated, 
largely i l l i t e r a t e  and lacks sk i l led  and professional manpower. 
Progress has been retarded by the lack of adequate roads and 
transportation f ac i l i t i e s .  It i s  largely a one-crop economy (cot- 
ton) although attempts a r e  being made t o  broaden i t s  base through 
developnent of processing industries and alternate cash crops. 

It i s  i n  the U.S, in te res t  t h a t  the Sudan contiaues as  a n  inde- 
pendent: and stable nation, able and determined to prevent s ign i f i -  
eattt influence by the  bloc, f r iendly t o  Free World principles, 
and responsive t o  the  Suaanese people's aspirations for economic, 
social end po l i t i c a l  progress. Moderate and pragmatic, the  Sudan 
can, by demonstsating the  effectiveness of Western-assisted eco- 
nomic develo.ogment, further our long-range interests  by serving as 
a w e f u l  exsmple %o favorably influence other African and Arab 
stakes. 

PRIOR and CURRENT PROGRAMS 
( M i l l i o n s  of D o l l a r s )  

FY 1962 10.4 

=Em1 deoblrgololions of $06 Mill. 

PROPOSED PROGRAM 

------Dsvelopmrnf Loons Estimate $30-35 Million------ 

Sudan has produced a Ten-Year Development Plan aimed a t  coordi- 
nated, ~ r d e r l y ,  and necessary social  and economic growth. Sig- 
nif icant  progress has already been made. External assistance, 
both capi ta l  and technical, from Free World sources i n  support of 
Sudan's development efforts  i s  essent ial  t o  the achievement of 
the U.S. objective of an independent Sudan, f ~ e e  of st#nificatlk 
bloc econmf+c, ~ L S t l c e d  O r  miU%ary LMluence. Cafil-Cind s& 
5hnt i td  U,S, 8ssi~tanc!.? i s  prt;rgos&, therefore, while further  
efforts  a re  being made t o  increase capi ta l  and technical ass i s t -  
ance by other donor countries and lntkrnational organizations. 
The International Bank for Reconstruction and Developent (m) 
will be encouraged t o  take the leadership .Ln providing t e c M c a l  
assistance f o r  the PLan and t o  provide the mechanism to  coordinate 
aid from external sources. 

U.B. strategy must be considered interim at W s  t h e  due to  the 
uncertainty as t o  whether t h e  IElRD w i l l  aesume a lmxlership ro le  
in  co~rdfnat in~r;  aesistance t o  the Sudm and the  extent t o  which 
additional assistance w i l l  be forthcoming both from other western 
countries and international agencies. The U t e d  States dU not 
f o m d l y  take the leadership ro l e  i n  coordiraakion if the  IBRD 
f&La t o  do so nor will the Udted Stakes indicate a %ttllingness 
to m&e a long-term commitment or  t o  f i l l  the  forelgn reaowces 
gap. However, the Ifnited Skates contemplates a sFgnif icant 
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cantr ibut ion in auppo& of the Plan. This contribution w i l l  be i n  
t h e  form of Development Grant a i d  f o r  the  development of manpower 
resources, f o r  greater  d ivers i f i ca t ion  i n  agr icul ture ,  and f o r  
g rea te r  indus t r i a l  development. Development loans w i l l  be pro- 
vided pr incipal ly  f o r  c a p i t a l  projects .  

The United S ta tes  w i l l  endeavor t o  encourage the  Sudan t o  continue 
t o  take constructive act ion t O  increase pr ivate  investment i n  
industry, t o  divers i fy  agr icu l tu re  production, to  move toward more 
representative government and increased governmental responsibil-  
i t y  a t  the  loca l  l eve l ,  and t o  improve i n s t i t u t i o n a l  s t ructures  
and processes. 

Current Si tuat ion 

A t  t h e  c lose  of 1962, the  Sudan had, and it appears t h a t  it w i l l  
continue t o  have, conditions favorable t o  sound economic and 
p o l i t i c a l  development. 

P o l i t i c a l l y ,  a l t h o w  the  Sudan has been governed by a mi l i t a ry  
regime s ince November 1958, t h a t  regime has always characterized 
i t s e l f  a s  t r ans i t iona l .  Provision was made i n  1961 f o r  re- 
establishment of t h e  provincial  councils and i n  1962 they were 
given broadened administrative respons ib i l i t i e s  and independent 
budgets. The Government, l a s t  year, a l so  announced t h a t  a centra; 
council with l e g i s l a t i v e  functions would be created a f t e r  a refor-  
mation of the  loca l  councils, such reformation t o  be accomplished 
t o  a considerable extent through the  e lec to ra l  process. 

Upn achieving independence, t h e  Sudan embarked on a five-year 
development plan which, i n  r e a l i t y ,  was a col lect ion of projects .  
In 1962, t h e  Sudan Government announced a Ten-Year Development 
Plan with a t o t a l  investment t a r g e t  of about $1.5 b i l l i o n  of which 
about one-third i s  i n  t h e  p r iva te  sector .  Though a l l  the  d e t a i l s  
of t h e  Plan a r e  not yet  avai lable ,  it appears t o  be soundly con- 
ceived and r e f l e c t s  the  Government's seriousness i n  systematically 
arranging f o r  i t s  development. The IBRD provided limited advisory 
ass is tance i n  the  formulation of the  Plan. 

Commitments t o  several l a rge  dam and i r r i g a t i o n  projects  made 
p r i o r  t o  the  formulation of t h e  Plan have created a degree of 
imbalance, pa r t i cu la r ly  i n  t h e  l imited provisions f o r  the  soc ia l  
services sector .  This s i t u a t i o n  is  compounded by t h e  l imited num- 
ber of capable administrators; vocational and agr icu l tu ra l  techni- 
'cians i n  t h e  Sudan. In order t o  meet t h i s  problem, the  Sudan 
Government has been expanding i t s  system of technical schools, 
developing specialized t ra in ing  f a c i l i t i e s  i n  communications, 
agr icul ture ,  and other  areas ,  a s  well a s  increasing enrollment i n  - 
the  professional schools a t  the  University of Khartoum. Agency 

-1 122 

f o r  International Development (A. I.D. ) has ass i s ted  by providing 
advisory services i n  technical training, teacher training, and 
f o r  specialized t ra in ing  f a c i l i t i e s  i n  electronics and farm 
machinery. Assistance has a l s o  been provided i n  the  construction 
of technical schools, pa r t i cu la r ly  a senior t r ade  school i n  Khar- 
toum which w i l l  serve a s  t h e  foca l  point f o r  t rade t ra ining.  It 
i s  anticipated tha t  A.I.D. loans w i l l  be made f o r  additional tech- 
n ica l  schools a s  well a s  f o r  teacher training, secondary, and pos- 
s ib ly  higher education f a c i l i t i e s .  

It i s  believed t h a t  the  Sudan w i l l  achieve orderly development 
under t h e  Plan, provided there  i s  no p rec ip i t a te  f a l l  i n  world 
cotton prices o r  i n  cotton production i n  the  Sudan and provided 
foreign aid is  made avai lable  t o  meet t h e  goals of t h e  Plan. The 
current economic s i tua t ion  is considered t o  be generally favora- 
ble .  There has been a steady growth i n  Gross National Product 
(GNP) and f ixed investment a s  a percent of GNP has increased. 
While development expenditures have represented s l i g h t l y  l ess  
than half t h e  value of recurrent expenditures, the government has 
gradually increased the  amount going in to  development, from $49 
million in  1957 t o  $63 million i n  1961. Significantly,  there  has 
been a trend toward divers i f icat ion,  notably toward manufacturing, 
building and construction, and i n  transportation and dis t r ibut ion.  
Other indications of t h e  Sudanese awareness of the  need f o r  diver- 
s i t y  i n  agr icul tural  production a r e  experimental projects  t o  
develop rice,  coffee, tea ,  cas tor  seeds, and kenaf a s  well a s  t o  
increase l ivestock and poultry production. The A.I.D. agricul- 
t u r a l  program has been directed toward ass i s t ing  i n  t h i s  basic 
objective by supporting research and extension a c t i v i t i e s  i n  new 
crops and a l so  by the  establishment of a demonstration livestock 
and poultry center including a m i l k  pasteurization plant.  

The Sudan Government's t ransporta t ion development has centered on 
the  expansion of t h e  Sudan railways a s  the  pr incipal  means f o r  
get t ing export crops t o  world markets. This r a i l  system a l so  has 
not been adequately meeting the  import requirements of t h e  devel- 
opment program nor i s  it providing f o r  integrat ion of the  nation. 
A.I.D. assistance has been furnished i n  t h e  areas of road plan- 
ning, and both maintenance and construction demonstration. Under 
t h e  construction demonstration project,  more than 130 miles of 
hard surface roads a r e  being constructed. In addition, A.I.D. 
conducted a f e a s i b i l i t y  survey f o r  a road from the  cap i ta l  c i t y  
of Khartoum t o  the  only seaport, Port Sudan. 

In public u t i l i t i e s ,  t h e  Sudan has already made substant ia l  
e f f o r t s  t o  increase e l e c t r i c  power and the  Ten-Year Plan c a l l s  
f o r  increased a c t i v i t y  i n  t h i s  area.  A.I.D. has completed a fea- 
s i b i l i t y  study f o r  a sewerage system f o r  t h e  indus t r i a l  area  of 
Khartoum and it is ant ic ipated that a loan w i l l  be authorized t h i s  
year fo r  the  foreign exchange costs  of i t s  construction. 
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The Sudan Government had indicated i t s  wlderstanding of f inancial  
i n s t i t u t i o n s  i n  i t s  comparatively modern economic complex. I t s  
recognition of the  need f o r  expanded c red i t  f a c l l l t i ~ ~  j s  shoxn by 
the  establishment within the  l a s t  three  years of a Central Bank, 
and comerc ia l ,  agr icul tural ,  and indus t r i a l  development banks. 
Active support has a l s o  been given t o  t h e  establishment of cooper- 
a t ives .  In t h i s  e f f o r t ,  A.I .D.  assistance has gone t o  help pro- 
vide a c a t a l y s t  f o r  small industry development. 

IBRD has been the  major donor t o  the  Sudan having loaned, together 
with the  Internat ional  Development Association (IDA), a t o t a l  of 
about $87 mil l ion through FY 1962. After the  U.S. t o t a l  of about 
$63 million, i n  the  same period, West Germany i s  the  t h i r d  pr inci-  
p a l  donor, having loaned about $39 million. Present indications 
a r e  t h a t  West Germany w i l l  continue t o  be a principal donor. 
Other Free World donors of importance include the  1 J n i t 4  Kingdom 
($22 mil l ion) ,  K u w a i t  ($20 mil l ion) ,  and I t a ly  ($11 mil l ion) .  The 
Sudan has a l so  received loans from Russia ($23 million) and from 
Yugoslavia ($16 mil l ion) .  the f e w  instances where small mmuat~ 

:of t h l s  have beea us&, the Sudan hi%= channeled %fie aid  into nan- i sensitive areas such as far grain e%rage and f a ~ t o r i e s .  

Development loans a re  planned t o  improve inadequate and inef f i -  
c ient  t ransporta t ion f a c i l i t i e s  by ass is tance i n  the  construction 
cf a p r t i c r  of t Lc :  W ~ & r t ~ a i i  to EvrL Sudan road, and ol' interna- 
t iona l  a i rpor t s  a t  Khartoum and Port Sudan; and t o  improve the  
base f o r  human resources development by ass i s t ing  i n  school con- 
s t ruct ion,  pa r t i cu la r ly  technical and secondary schools. Loans 
f o r  equipment may be considered as  well. 

The P.L. 480, T i t l e  I Program may be continued a t  t h e  l eve l  of 
about $6 mill ion by the s a l e  of surplus wheat and f lour ,  helping 
t o  a l l e v i a t e  foreign exchange d i f f i c u l t i e s .  

N 1964 A.I.D. PROPOSED FROGRAM 

(1n millions of dol lars)  
FY 1%3 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Total 
Development Banks and Other 
~ i n a & i a l  I& i t u t  ions 2.0 

Health and Sani ta t ion - 
FY 1964 Program 

Development Grants - Total 7.8 3.9 4.9 
The FY 1964 Development Grant program i s  designed t o  strengthen Agriculture m d  Natural 
t h e  base f o r  economic development. The principal goals of t h i s  Resources 0.9 0.8 1.1 
program are :  Industry and Mining 0.3 0.3 0 - 3  

Upgrading Sudanese technical and professional perso'mel a s  
well a s  the  acceleration of general education development. 
Advisory services by U.S. contract teams w i l l  be provided t o  
t h e  t rade  school system and t o  the  elementary and general 
secondary teacher t ra ining i n s t i t u t e s ;  

Improving the  planning of transportation and public u t i l i t i e s  
through U.S. Bureau of Public Roads advisors and contracts 
with U.S . engineering firms f o r  feas ib i l i ty  surveys; 

Promoting agr icul ture  development with par t icular  emphasis on 
research and extension a c t i v i t i e s  t o  permit g rea te r  agricul- 
t u r a l  divers i f icat ion;  and 

Stimulating increased investment i n  industr ia l  development, 
pa r t i cu la r ly  from the  pr ivate  sector,  largely by furnishing 
advisory services t o  t h e  Industr ia l  Development Bank (IDB) and 
employing U.S. contractors t o  conduct industr ia l  f e a s i b i l i t y  
surveys. 

Transportation 1.5 0.8 0.7 
Education 4.4 1 .0  1.6 
Private Enterprise 0.2 0.3 0.3 
General and Miscellaneous 1 .0  0.7 0.9 

Non-Project 0 .1  - - 
Deobligations During FY 1962 -0.6 xx XX 

Other U.S. Assistance 
Food f o r  Peace, T i t l es  I and I V :  

Country Uses 3.4 4.5 4- 5 
( sa les  Agreements ) (4.6) (6.0) (6 -0)  
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h ( M i l l i o n s  o f  D o l l a  
I 

T O T A L  PROGRAM 
1 9 4 6 - 4 8  

ECONOMIC - TOTAL. .................................... 
ORANTS.. .................................. 
LOANS ..................................... 

AOENCY FOR IUTERNATIONAL DEVELOPMENT - TOTAL.. ..... 
C r m t r  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TECHNICAL CWPERATIONIDEVELOPMENT GRANTS . . . . . . . . .  I 
DEVELOPMENT LOANS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 
OTHER A. I .D. . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 

FOOD FOR PEACE ( P L  5.90) - TOTAL.. .................. I 
T I T L E  I - PLANNED FOR GRANTS AND LOANS.. . . . . . . . .  .I 

. . . . . . . . . . . . .  1 0 6 c  . G r a n t s  f a r  Common D e f r n , r . .  
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Curnu l  a t  i ve t h r u  1962 . .  . . . ...................... 23.0 
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Converted a t  .420 dinars  per  U.S.$. 

Country Progress 

In  1961 Tunisia completed a Tm-Year Perspective of Development, followed in 1962 
by a de t a i l ed  "Three-Year Development Plan." While ambitious,  t h e  Plan i s  gener- 
a l l y  sound. Major objec t ives  t o  be achieved by 1971 include: a 6% average annual 
increase  i n  Gross National Product (GNP) together  with reduction i n  income dispar- 
i t i e s  between population groups and between geographical  regions;  increas ing 
domestic savings so t h a t  Tunisia can finance 50% of ne t  investment from domestic 
resources over t he  ten-year period; increas ing product iv i ty  and output while 
d ivers i fy ing t h e  economy; d ivers i fy ing i n t e r n a t i o n a l  economic and p o l i t i c a l  t i e s .  

The following i l l u s t r a t e  spec i f i c  goals f o r  1971 a s  compared with 1957: 

Wneat 172% Pharmaceutical Products 38L% 

Phosphates 16 5% P l a s t i c  Products w3% 

Iron 126% Leather 3 ll+% 

Cement 150% Tires  187% 

E l e c t r i c i t y  Production 307% Number of Tour is ts  160% 
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U.S. Ohiec t ives  and S t r a t egy  

Tun i s i a  does no t  possess  an  abundance of  na tura l  r e sou rce s  nor an 
ou t s t and ing  growth p o t e n t i a l .  However, it has a  popular ly  based 
government which has adopted moderate p o l i c i e s ,  ha s  a t t a i n e d  a 
vorkable  balance between na t iona l i sm and pro-Western o r i e n t a t i o n ,  
and h a s  approached i t s  development problems with r e a l i sm  and de t e r -  
minatio.1. T u n i s i a ' s  approach t o  development s e t s  a  good example 
f o r  o t h e r  ' f r i can  na t i ons .  For these  reasons ,  t h e  United S t a t e s  
ha s  prmr4dnd s u b s t ~ n t i s l  a i d  f o r  several yeal-5, culrr~irlating i n  
J u l y  1962, i n  U.S. agreement t o  suppor t  Tun i s i a ' s  Three-Year Plan 
w i th  up t o  h a l f  o f  i t s  e x t e r r a l  requirements .  Approximately '$150 
m i l l i o n  i s  a l s o  i n  s i g h t  from p r i v a t e  sources ,  i n t e r n a t i o n a l  ager- 
c i e s ,  and European na t i ons  ( i n c l .  $45 m i l l i o n  bloc c r e d i t s ) .  

S ince  T u n i s i a ' s  r e l a t i o n s  w i th  France were s t r a i ned  a s  a  r e s u l t  of  
t h e  Alger ian  war and t h e  1961 E i z e r t e  c l a sh ,  the Three-Year Plan 
e s t ima t e  d i d  no t  contemplate s i g n i f i c a n t  French a i d .  Recently 
r e l a t i o n s  have improved and subs t an t i a l  French he lp  f o r  Tunisian 
development seems probable.  This  p ro spec t  i s  p a r t i c u l a r l y  impor- 
t a n t  s i n c e  t h e  complete Tunis ia  developlr.ent plan covers  a  ten-year 
span w i th  t he  heav i e s t  c o s t s  coming i n  t he  l a t e r  s t age s .  

The U.S. a s s i s t a n c e  program w i l l  suppor t  t h e  i n i t i a l  s t age s  of  
T u n i s i a ' s  long-range development p l an  i n  accordance w i th  t h e  
e x i s t i n g  $180 m i l l i o n  comi tmen t  and t h e  coun t ry ' s  a b i l i t y  t o  ab- 
so rb  a i d  e f  f e c t i v e l v ,  t o  encourage b e t t e r  u s e  o f  a v a i l a b l e  resouroes 
by Tun i s i a ,  and t o  o b t a i n  g r e a t e r  p a r t i c i p a t i o n  i n  t h i s  e f f o r t  by 
Western Europe, e s p e c i a l l y  France, and by t h e  World Rank. A f t e r  
f u l f i l l i n g  our commitment, it i s  a n t i c i p a t e d  t ha t  France and o t h e r  
European c o u n t r i e s  w i l l  c a r r y  t h e  major  burden of e x t e r n a l  develop- 
ment a i d  t o  Tunis ia ,  w i t h  U.S. a i d  cont inu ing  but supplementary. 

In accordance with t h i s  ba s i c  s t r a t e g y ,  t he  fol lowing l i n e s  of 
a c t i o n  w i l l  be pursued: 

1. To provide over  t he  nex t  s eve ra l  yea r s ,  a s  t he  major means of  
meeting t h e  U.S. commitment, Jevelopment Lending, ( ~ g e n c ~  f o r  
I n t e r n a t i o n a l  Cevelopment (A.  I. D. ) and Export-Import ( Ex-Im) 
Bank) f o r  f i nanc ing  p r o j e c t s  and l i m i t e d  genera l  imports i n  
suppor t  of  t he  Tunis ia  p lan .  

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 
Develop. Grants 

FY 1963 34.5 

PROPOSED PROGRAM 

To continue t o  suppor t  t h e  work p r o j e c t  employment, program 
through P.L. 480 food supp l i e s ,  t o  cooperate  i n  t h e  Tunisian 
e f f o r t  t o  reduce t h e  budgetary d r a i n  of t he  program by i n t e -  
g r a t i n g  it f u l l y  i n t s  t he  development p l an  and a d j u s t i n g  i t s  
scope t o  f i t  t h e  p l a n ' s  p r i o r i t i e s .  Under t h i s  program, 
begun i n  1958, over  200,000 otherwise unemployed workers a r e  
c u r r e n t l v  eneaaed i n  such u s e f u l  economic a c t i v i t i e s  a s  t e r -  

u - -  
r a c ing ,  t r e e  p l an t i ng ,  and well-digging. The Tunisian Govern- 
ment pays 50 c e n t s  of t h e i r  d a i l y  wage whi le  t h e  remainder, 
equ iva l en t  t o  20 cen t s ,  is  paid i n  wheat donated by t h e  
United S t a t e s  under P.L. 480, T i t l e  11. 

To u se  t h e  Development Grant program t o  supplement o the r  ex- 
t e r n a l  t e chn i ca l  he lp ,  e s p e c i a l l y  French, i n  s t rengthening  t h e  
manpower base and management c a p a c i t i e s  needed t o  adminis te r  a  
developing economy and t h e  development p lan  i t s e l f .  

To determine ways i n  which t h e  Government of Tun i s i a  (COT) and 
the p r i v a t e  s e c t o r  can add should improve t h e  use o f  a v a i l a b l e  
r e sou rce s  and t o  u s e  a v a r i e t y  of  oppo r tun i t i e s ,  i nc lud ing  
c o n s u l t a t i o n s  on program Loans, on planned p rog re s s  as called 
f o r  by t h e  long-term commitment, on i nd iv idua l  p r o j e c t  pro- 
posals, and Development Ass i s tance  Committee (DAC) and 
I n t e r n a t i o n a l  Bank f o r  Recons t ruc t ion  and Development (IBRD) 
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c o n s u l t a t i o n s  t o  encourage and i n f l u e n c e  T u n i s i a  t o  under take  
remedia l  measures. Those measures i n c l u d e  a c t i o n s  t o  meet 
d e f i c i e n c i e s  i n  p u b l i c  and p r i v a t e  s a v i n g s ,  and i n  Tunisian 
government budget ing;  s t a t i c  e x p o r t  l e v e l s ;  excess ive  s t a t e  
management and c o n c e n t r a t i o n  on development o f  T u n i s i a ' s  
s o u t h e r n  and c e n t r a l  r e g i o n s .  

The Uni ted  S t a t e s  w i l l  p l a c e  maximum emphasis on a s s i s t a n c e  d i -  
r e c t e d  toward t h e  f o l l o w i n g  h i g h  p r i o r i t y  g o a l s  i n  T u n i s i a ' s  Three- 
Year Plan:  Development of  wate r  r e s o u r c e s ;  i n c r e a s i n g  numbers o f  
t r a i n e d  manpower; i n c r e a s i n g  a g r i c u l t u r a l  o u t p u t ;  and expansion of  
t r a n s p o r t a t i o n ,  communications, power and i n d u s t r i a l  f a c i l i t i e s .  

C u r r e n t  S i t u a t i o n  

Like most underdeveloped c o u n t r i e s ,  T u n i s i a  i s  c h a r a c t e r i z e d  by a  
s h a r p  c o n t r a s t  between i t s  t r a d i t i o n a l  and modern s e c t o r s .  The 
former ,  comprising a lmos t  t h r e e - f o u r t h s  of  popula t ion ,  i s  engaged 
i n  low-yielding a g r i c u l t u r e  and h a n d i c r a f t s .  The r a t e  of  unem- 
ployment and underemployment i s  high,  and t h e  average annual  p e r  
c a p i t a  income i n  t h i s  s e c t o r  i s  a b o u t  $50. The modern s e c t o r ,  
l o c a t e d  p r i m a r i l y  i n  t h e  n o r t h e r n  and c o a s t a l  a r e a s  which inc lude  
t h e  p r i n c i p a l  c i t i e s ,  c o n s i s t s  c h i e f l y  of t h e  European community 
and t h o s e  Tunis ians  engaged i n  l a r g e - s c a l e  farming,  mining, indus- 
t r y ,  b u i l d i n g  c o n s t r u c t i o n ,  commerce and t r a d e .  Economic growth 
has  been almost  e x c l u s i v e l y  r e s t r i c t e d  t o  t h e  modern s e c t o r .  

The importance o f  f o r e i g n  t r a d e  t o  t h e  economy i s  apparen t  from t h e  
f a c t  t h a t  impor t s  comprise over  25% of t o t a l  a v a i l a b l e  r e s o u r c e s  
and e x p o r t s  over  15% of  Gross Nat iona l  Produc t  (GNP). Over h a l f  of 
T u n i s i a ' s  e x p o r t s  a r e  a g r i c u l t u r a l  p roduc ts ,  whi le  most of t h e  re -  
mainder  i s  raw m a t e r i a l s  such a s  phospha tes  and i r o n  o r e .  Although 
i t s  s h a r e  of  T u n i s i a ' s  t r a d e  h a s  d e c l i n e d ,  France s t i l l  accoxnts  f o r  
more t h a n  h a l f  of  bo th  T u n i s i a ' s  e x p o r t s  and imports .  The f u t u r e  
o f  T u n i s i a ' s  p r e f e r e n t i a l  p o s i t i o n  i n  t h e  French market i s  p r e s e n t l y  
i n  doubt  because o f  t h e  Common Market.  

T u n i s i a  i s  poor i n  unexplo i ted  n a t u r a l  r e s o u r c e s  inc lud ing  sources  
o f  energy.  There i s  a l s o  a  c r i t i c a l  s h o r t a g e  of s k i l l e d  manpower, 
aggrava ted  by t h e  exodus of Europeans fo l lowing  t h e  B i z e r t e  c r i s i s  
i n  1961. These c o n t r a s t  w i t h  T u n i s i a ' s  a s s e t s ,  among them, i t s  
s o c i a l l y  en l igh tened  government, i t s  well-developed i n f r a s t r u c t u r e ,  
a n  e f f e c t i v e  f i n a n c i a l  and banking system, and a n  ambit ious b u t  
b a s i c a l l y  sound development program. 

For  t h e  p a s t  two y e a r s ,  t h e  f u l l  e n e r g i e s  o f  t h e  Tunisian Govern- 
ment have been devoted t o  p r e p a r i n g  and launching  i t s  program f o r  
economic development. I n  1961 t h e  "Ten-Year P e r s p e c t i v e  of  Devel- 
opment" was completed, fol lowed e a r l y  i n  1962 by a  d e t a i l e d  ' 'Three- - I26 

Year Development Plan." The broad g o a l s  o f  t h e  P e r s p e c t i v e  a r e  
t o :  ( a )  achieve a  6% average annual  i n c r e a s e  i n  GNP, t o g e t h e r  
w i t h  r e d i s t r i b u t i o n  of  income so  t h a t  no one r e c e i v e s  l e s s  t h a n  
$100 a  year ;  ( b )  encourage and f a c i l i t a t e  movement among economic 
and s o c i a l  groups; ( c)  ach ieve  u n i v e r s a l  pr imary school  educa t ion ;  
( d )  r a i s e  t h e  r a t e  of  sav ings  from 8% t o  26% o f  GIiP, s o  t h a t  
T u n i s i a  can f i n a n c e  50% o f  n e t  investment  from i t s  own r e s o u r c e s  
over  t h e  decade a s  a  whole; ( e )  d i v e r s i f y  T u n i s i a ' s  i n t e r n a t i o n a l  
economic and p o l i t i c a l  t i e s ,  p a r t i c u l a r l y  t o  reduce dependence on 
France;  ( f )  d e c r e a s e  income d i s p a r i t i e s  between t h e  n o r t h e r n  and 
s o u t h e r n  reg ions ;  and ( g )  i n c r e a s e  p r o d u c t i v i t y  and o u t p u t  i n  t h e  
major s e c t o r s  of  t h e  economy, w i t h  an i n c r e a s i n g  s h a r e  o f  GNP t o  
be c o n t r i b u t e d  by manufacturing a s  compared w i t h  a g r i c u l t u r e  and 
mining. 

During 1961 and t o  a  l e s s e r  e x t e n t  i n  1962, T u n i s i a  was b e s e t  by 
droughts  which d r a s t i c a l l y  c u r t a i l e d  a g r i c u l t u r a l  product ion,  
which normally accounts  f o r  about  o n e - t h i r d  o f  t h e  GIiP. Conse- 
q u e n t l y  exports  i n  bo th  1961 and 1962 were below average,  w h i l e  
imports ,  p a r t i c u l a r l y  o f  c a p i t a l  equipment needed f o r  development, 
were above t h o s e  of p r i o r  y e a r s .  As a  r e s u l t ,  Tunisia's go ld  and 
f o r e i g n  excha@e r e s e r v e s  f e l l  from $97 m i l l i o n  a t  t h e  c l o s e  o f  
1960 t o  $76 m i l l i o n  at  t h e  end o f  October 1962; a t  y e a r  end, t h e s e  
r e s e r v e s  a r e  b e l i e v e d  t o  have been e q u i v a l e n t  t o  l e s s  t h a n  four -  
months1 import requirements ,  a dangerously low l e v e l  f o r  a  count ry  
h e a v i l y  dependent on a g r i c u l t u r a l  e x p o r t s  and s u b j e c t  t o  s h a r p  
c l i m a t i c  v a r i a t i o n s .  

Developments d u r i n g  1962, t h e  f i r s t  y e a r  of  t h e  P lan ,  i n d i c a t e  
t h a t  Tunis ia  i s  making p r o g r e s s  toward f u l f i l l i n g  t h e  s t r u c t u r a l  
and o t h e r  changes envisaged i n  t h e  "Pre-Plan." T o t a l  GNP recovered  
t o  t h e  1960 l e v e l ,  s i n c e  t h e  d e c l i n e  i n  a g r i c u l t u r a l  o u t p u t  was 
more t h a n  o f f s e t  by i n c r e a s e s  i n  manufacturing,  c o n s t r u c t i o n ,  con- 
merce and o t h e r  s e r v i c e s ,  inc lud ing  tourism. This  s h i f t  among 
s e c t o r s  i s  a  f i r s t  s t e p  toward t h e  g r e a t e r  d i v e r s i f i c a t i o n  
envisaged by t h e  Ten-Year P e r s p e c t i v e  . 
During 1962 T u n i s i a  made s i g n i f i c a n t  p r o g r e s s  i n  d i v e r s i f y i n g  i t s  
p o l i t i c a l  and economic r e l a t i o n s h i p s .  P a s t  and a n t i c i p a t e d  commit- 
ments t o  a s s i s t  t h e  P lan  a r e  expected t o  exceed $100 m i l l i o n  in -  
c l u d i n g  an e s t i m a t e d  $30 miPl ion  from t h e  French government, $15-20 
m i l l i o n  from t h e  West German Republic ,  $LO-45 mil l l ion from p r i v a t e  
F r e e  World i n v e s t o r s  , and $20-25 million from mu1 t i l a t e r a l  organ- 
i z a t i o n s  p l u s  $45 m i l l i o n  i n  b loc  c r e d i t s .  Conclusion o f  a  new 
f i n a n c i a l  and commercial agreement w i t h  France c l e a r e d  t h e  way 
f o r  opening d i s c u s s i o n s  on French economic a s s i s t a n c e .  While r e l a -  
t i o n s  wi th  A l g e r i a  a r e  s t i l l  u n s e t t l e d ,  T u n i s i a  e a r l y  i n  1963 s e n t  
a  r e p r e s e n t a t i v e  t o  Rabat  t o  j o i n  Moroccan and Alger ian  l e a d e r s  i n  
d i s c u s s i n g  p r o s p e c t s  f o r  Maghrebian economic coopera t ion .  
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U.S. a s s i s t a n c e  i n  t he  pas t  has helped Tunisia lay Lhe groundwork 
f o r  some of  the more ambitious changes envisaged by the  ?!an. 
Development Grants have f inanced both agr icul  tural  and indus t r i  a1 
f e a s i b i l i t y  s t u d i e s  of s p e c i f i c  p r o j e c t s  incorporated i n  t he  Plan. 
Business managers, engineers  and government o f f i c i a l s  have been 
given profess ional  t r a i n i n g .  A school has been e s t ab l i shed  f o r  
au to  mechanics, and courses  Se t  up i n  maintenance of  heavy motor- 
ized equipment, r a i l r o a d s  and foundry operat ions.  Demonstrations 
f o r  improving l i ve s tock ,  increas ing  poul t ry  production, and expand- 
ing  f r u i t  and vegetable  output  have been successfu l ly  accomplished. 
U.S. l oans  have been used t o  help provide c a p i t a l  f o r  both indus- 
t r i a l  and a g r i c u l t u r a l  development banks. A l a rge  dam, improved 
a i r p o r t  f a c i l i t i e s  and a  c e l l u l o s e  pulp factory,  p a r t i a l l y  f inan-  
ced by U.S. loans ,  a r e  now under cons t ruc t ion .  

Supporting Ass is tance .  which i s  being terminated i n  FY 1963, has 
been granted  t o  f inance  imports of bas i c  i ndus t r i a l  and consumer 
items, such a s  petroleum, sulphur,  and sugar,  with the counterpar t  
used t o  he lp  meet l o c a l  c o s t s  of economic in f r a s t ruc tu re .  

FY 1964 Program 

In  FY 1964, loans  a r e  expected t o  provide the  most s i g n i f i c a n t  
share  of U.S. a s s i s t ance .  These loans ,  t o t a l i n g  $25-40 mi l l i on ,  
w i l l  support  h igh-pr ior i ty  p ro j ec t s  i n  Tun i s i a ' s  Three-Year Plan,  
and a s s i s t  i n  e s t a b l i s n i n g  a g r i c u l t u r a l  cooperat ives.  The l a t t e r  
a r e  considered by the  Tunisian Government e s s e n t i a l  t o  provide the  
i n s t i t u t i o n a l  framework wi th  which a g r i c u l t u r a l  p roduc t iv i ty  and 
output  may be increased t o  meet t he  t a r g e t s  of t he  Ten-Year 
Perspect ive .  In  c o n t r a s t  t o  FY 1962 and FY 1963, when loans  and 
Support ing Assistance f o r  general  commodity imports have been 
considered necessary t o  p r o t e c t  Tun i s i a ' s  shrinking fore ign  exchange 
r e se rves ,  no such loans  a r e  propose3 f o r  FY 1964. A .  I . D .  b e l i eves  
t h a t ,  while T u n i s i a ' s  balance-of-payments pos i t ion  may s t i l l  be 
p reca r ious  i n  FY 1964, t he  European coun t r i e s  from which Tunisia 
customarily procures such imports w i l l  have agreed t o  a s s i s t  i n  
f inancing  them. Both the  United S t a t e s  and Tunisia a r e  encouraging 
t h s  Western European na t ions  t o  undertake t h i s  r e s p o n s i b i l i t y .  

We bel ieve  t h a t  Europe is  a  more economical source of general im- 
po r t s  than the  United S t a t e s ,  e s p e c i a l l y  of bulk items f o r  which 
f7":rL+ ------,. * + -  - -cl . . . - , ,z?, ,l 11L4bb ,T iil= GcIi-vel au 
pr i ce .  

Among t h e  l oans  which A . I . D .  expsc t s  t o  be ready f o r  FY 1964 f inan-  
cing a r e  the  cons t ruc t ion  and equipment of a  land-grant  type col-  
l ege ,  severa l  i r r i g a t i o n  p r o j e c t s ,  upgrading of phosphate production 
wi th  a n c i l l a r y  f a c i l i t i e s ,  a  cement p l a n t ,  extension of r u r a l  e lec-  
t r i f i c a t i o n ,  and t r a c t o r s  f o r  cooperat ive farming opera t ions .  

The Development Grant program i n  FY 196.4 is  expected t o  be some- 
what higher than present ly  pro jec ted  f o r  FY 1963. The increase  
over l a s t  year  r e f l e c t s  pr imar i ly  the  need t o  extend a  few l a r g e  
con t r ac t s  which i n  FY 1963 were c a r r i e d  on wi th  p r i o r  yea r s '  funds. 
F y  10cl will 3hgwr ------ - I / -+ LvL,Lc;l l t rat ion oii a c t i v i t i e s  iu promote 
h igh -p r io r i t y  goals  i n  Tun i s i a ' s  development p lans ,  i . e . ,  expansion 
of water resources ,  bui ld ing  up managerial manpower, increas ing  
a g r i c u l t u r a l  p roduc t iv i ty  and output .  

Food f o r  Peace i n  FY 1964 may be increased sharply.  The United 
S t a t e s  and Tunisia a r e  p re sen t ly  exploring means of i n t e g r a t i n g  
i n t o  t he  Development Plan and Budget the  c o s t  of over 200,000 
othsrwise unemployed workers now engaged i n  labor- in tens ive  p r o j e c t s  
outs ide  t he  Plan. These workers a r e  now paid  p a r t l y  in  cash pro- 
vided by the  Tunisian Government, and p a r t l y  i n  wheat granted under 
P.L. 483, T i t l e  11. I f  it should be determined t h a t  a  s a l e s  program 
under P.L. 480 would enable the  Tunisian government t o  absorb some 
of these  workers i n t o  a c t i v i t i e s  under the  Plan,  and convert  t h e i r  
wages t o  an a l l -cash  b a s i s ,  while gradual ly  l i q u i d a t i n g  the  ac t iv -  
i t i e s  of t he  remaining workers, we would temporari ly increase  Food 
f o r  Peace f o r  t h i s  purpose. 

Ear ly  i n  1962 the  IBRD, in  response t o  Tunisian i n i t i a t i v e ,  s e t  up 
an informal consu l t a t i ve  group of p o t e n t i a l  donors t o  exchange in-  
formation on a i d  t o  Tunisia.  As an a c t i v e  member of t h i s  group the  
United S t a t e s  in tends  t o  encourage increased a i d  t o  Tunisia from 
other  Western sources.  I n  add i t i on ,  t h e  IBRD and In t e rna t iona l  
Development Associat ion ( I D A ) ,  a r e  exploring c e r t a i n  p ro j ec t  pro- 
posals .  
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FY 1964 A.I.D.PROPOSED PROGRAM 

( I n  mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 Estimated Proposed 

Development Loans - Tota l  
Health and San i t a t ion  
Power and Communication 
Education 
Agriculture 

Non-Pro j ec t 

Developnent Grants - Total  
Agriculture and Natural 

Resources 
Industry and Mining 
Labor 
Education ' 

General and Miscell'aneous 

Deobligations During FY 1962 

Supporting Assistance - Tota l  
Projec t  
Non-Project 

Deobligations During FY 1962 

Other U.S. Ass is tance  
Food f o r  Peace, T i t l e s  I and IV:  

Country Uses 4.8 u . 3  
( s a l e s  Agreements ) (5.7)  

Mil i t a ry  Assistance Program 8.4 
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Union African and Malagasy (U.A.M.) States, Togo, Rwanda, and Burundi 
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RE*.Of 
SOUTH 
A F R I C A  

M A L A G A S Y  
REPUBLIC 

Country ~ o ~ u ~ a t i o n ~  A r e a  Expor t  ~ a t d ~  

(Cqital City) (Millions) (lrMX) Totd M a ~ n  &porn 
Sa. Mi.) ($Mill.) As % of Total 

BURUNDI 
(Usumbura) 2.3 

CAMEROON 
(Yaounde) 4.2 

CENTRAL AFRICAN REPUBLIC 
(Bangui) 1.3 

CHAD 
(Fort Lamy) 3.0 

CONGO 
(Brazzaville) 0.9 

DAHOMEY 
(Cotonou) 2.1 

GABON 
(Libreville) 0.4 

IVORY COAST 
(Abidjan) 3.4 

MALAGASY REPUBLIC 
(Tamnor ive) 5.7 

MAURITANIA 
(Nouakchott) 0.7 

NIGER 
(Niamey) 3.2 

RWANDA 
(Kigali) 2.8 

SENEGAL 
(Dakar) 3.1 

TOGO 
(Lomk) 1.5 

UPPER VOLTA 
(Ouagadougou) 4.5 

Coffee.. ........... .75% 

Cocoa 8 Coffee .... 44% 

Cotton 8 Coffee ..... 71% 

Cottan..............81% 

Wood 8 Rod. ....... 60% 

Palm O i l  8 kernels.. . 54% 

Wood.. ............ 71% 

Coffee 8 Cocoa ..... 67% 

Coffee 8 Vanilla.. .. 38% 

Livestock 8 Fish ... n.a. 

Peanuts 8 Rod. ..... .75% 

Coffee 8 Minerals. .. 85% 

..... Peanuts 8 Prod. 83% 

Cocoa 8 Coffee.. ... .55% 

Livestock .......... 60% 

a - Estimate mid-1962. 
b - 1961 data. 
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Background 

- 3  ,. . 
L ~ . C ;  Y , , L u L ,  :LfLlir-:; x.2 Xd~zr-3;-  !'?!-?!? C t - t n r  ( r o m n r n n n ;  C o n t r d  
A f r i c a n  Republic  (CAR) ,  Chad, Congo ( B r a z z a v i l l e ) ,  Dahomey, Gabon, 
Ivory  Coas t ,  Malagasy Republic ,  Maur i tan ia ,  Niger, Rwanda, Senegal ,  
Upper ~ o l t a ) ,  and Togo and Blx-undi cover  an area of 2 . 7  m i l l i o n  
square  m i l e s  o r  23% of  t h e  e n t i r e  c o n t i n e n t  of A f r i c a  and c o n t a i n  
a  p o p u l a t i o n  o f  almost  40 m i l l i o n  o r  about  15% o f  t h a t  o f  A f r i c a .  
The UAM S t a t e s  were former dependencies of  France. ( ~ o g o ,  a  
former French t r u s t e e s h i p ,  d i d  not  e l e c t  t o  become a  member 
of  t h e  UAM.) Rwanda and Burundi fo rmer ly  were t r u s t e e s h i p s  of  
Belgium. 

These 15 c o u n t r i e s  s h a r e  many t h i n g s  i n  common. They a r e  t h e  ma- 
j o r i t y  o f  t h e  23 Afr ican  s t a t e s  t h a t  achieved independence 
iii < n L n  I-/w; t h e y  a r e  h e a v i l y  dcpenr'ect upcn t h o  former m ~ t . r o p o l e s  
f o r  f i n a n c i a l ,  t e c h n i c a l  and, i n  most i n s t a n c e s ,  m i l i t a r y  a s s i s t -  
ance .  They vary from a r e a s  of extreme h i g h  popula t ion  d e n s i t y  i n  
Rwanda and Burundi t o  c o u n t r i e s  wi th  v e r y  low popula t ion  d e n s i t i e s  
such a s  Niger  and Chad. They a l s o  vary  i n  n a t u r a l  r e s o u r c e s ,  
l e v e l s  o f  economic development and p o t e n t i a l  f o r  growth. Although 
a  few of t h e  c o u n t r i e s  have m i n e r a l  resources  which a r e  now be ing  
e x p l o i t e d  ( ~ a u r i t a n i a  and ~ a b o n ) ,  most of them a r e  predominant ly 
a g r i c u l t u r a l ,  c e n t e r e d  about  a  l i m i t e d  range of p roduc ts ;  l a r g e  
segments of t h e i r  p o p u l a t i o n s  l i v e  a t  a  subs i s tence  l e v e l .  E s t i -  
mated p e r  c a p i t a  Gross Nat iona l  Produc t  (GNP) ranges  from $40 i n  
seven of t h e  I 5  c o u n t r i e s  t o  $200 i n  Gabon. I n  s e v e r a l  c o u n t r i e s  
t h e r e  is  t h e  appearance of modern c o n s t r u c t i o n  and f a c i l i t i e s ,  
b u t  such f e a t u r e s  g e n e r a l l y  e x i s t  i n  on ly  a  few smal l  a r e a s .  

The p o l i t i c a l  o r i e n t a t i o n  of  t h e s e  c o u n t r i e s  is  g e n e r a l l y  pro- 
Western; t h e  m a j o r i t y  have governments dominated by a  s i n g l e  p a r t y  
o r  l e a d e r .  While t h e r e  i s  r e l a t i v e  p o l i t i c a l  s t a b i l i t y ,  t h e r e  i s  
a  c o n t i n u i n g - p o s s i b i l i t y  o f  i n t e r n a l  power s t r u g g l e s  and upheaval.  
P r e s i d e n t  Olympio of Togo was r e c e n t l y  a s s a s s i n a t e d  and h i s  govern- 
ment overthrown; coups were a v e r t e d  i n  b o t h  t h e  I v o r y  Coast  and 
Senega l  d u r i n g  t h e  p a s t  y e a r s .  Because of  the  low-level  of eco- 
nomic a c t i v i t y  and t h e  pover ty  which e x i s t s  i n  many c o u n t r i e s ,  
t h e r e  a r e  a d d i t i o n a l  p o s s i b i l i t i e s  of  u n r e s t ,  e s p e c i a l l y  i n  t h e  
r a p i d l y  expanding urban a r e a s .  On t h e  i n t e r n a t i o n a l  s i d e ,  s e v e r a l  
o f  t h e  c o u n t r i e s  main ta in  d ip lomat ic  r e l a t i o n s  and have made 
d i p l o m a t i c ,  economic, t e c h n i c a l  a s s i s t a n c e  or c u l t u r a l  agreements 
w i t h  b l o c  c o u n t r i e s .  However, t h e  e x t e n t  of  b loc  i n f l u e n c e  i s  
n e g l i g i b l e ,  and b l o c  a i d  has  c o n s i s t e d  on ly  of s c h o l a r s h i p s .  

The former French dependencies  have demonstrated a  s t r o n g  d e s i r e  
f o r  r e g i o n a l  coopera t ion .  I n  1961 1 2  c o u n t r i e s  founded t h e  UAM, 
which p r o v i d e s  f o r  c o n s u l t a t i o n ,  coord ina t ion ,  and t h e  development 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

1 SLID. Assist. 

( 9 Excl deoblipolion of $e4 million. 
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Cameroon 
Central Africon Rep 
Chad 

Conga (Brazzovillel 
Dohomey 
Gabon 

Ivory Malagoby Coast Rep. 

Mouritonia 

N iesr 
RWOnd0 
Senegal 
Upper Volt0 

OTHER STATES 

Burundi 
Togo 

of common p o l i c i e s  on p o l i t i c a l ,  economic, defense and c u l t u r a l  
a f f a i r s .  The o r g a n i z a t i o n  t e n d s  t o  s t r e n g t h e n  t h e  b a r g a i n i n g  
power of t h e  s e p a r a t e  s t a t e s  n o t  o n l y  w i t h  France b u t  a l s o  w i t h  
o t h e r  c o u n t r i e s  and i n  o t h e r  forums. The UAM S t a t e s  and Togo 
remain members of t h e  f r a n c  zone and, w i t h  Rwanda and Burundi, 
a r e  Assoc ia te  Members of  t h e  European Economic Community (EEC) 
from which t h e y  r e c e i v e  e x t e n s i v e  economic a s s i s t a n c e  and t r a d e  
p r e f e r e n c e s .  These c o u n t r i e s  a r e  a l s o  members of  t h e  Commission 
f o r  Technica l  A s s i s t a n c e  i n  A f r i c a  (CCTA) and t h e  UN Economic 
Commission f o r  A f r i c a  (ECA) and w i l l  be  members of  t h e  new I n t e r -  
Afr ican  and Malagasy Organiza t ion  ( " ~ o n r o v i a  Group"). 

The magnitudes of economic a s s i s t a n c e  r e c e i v e d  from France,  
Belgium, t h e  EEC, and o t h e r  European donors  a r e  r e l a t i v e l y  h igh  
and have enabled t h e  c o u n t r i e s  t o  ach ieve  some p r o g r e s s  i n  eco- 
nomic and s o c i a l  development. S w i n g  FY 2962 t h e y  r e c e i v e d  &+30 
m i l l i o n  of which France o b l i g a t e d  68%, t h e  EEC 25%, and Belgium 
4%. The ex-metropoles p rov ided  budge ta ry  suppor t ,  t e c h n i c i a n s ,  
and o t h e r  forms of  a s s i s t a n c e .  EEC g r a n t s  c e n t e r e d  mainly on 
t r a n s p o r t a t i o n  and s o c i a l  overhead c o n s t r u c t i o n .  

U.S. O b j e c t i v e s  and S t r a t e g y  

Fundamentally, t h e  U.S. o b j e c t i v e  wi th  r e s p e c t  t o  t h e  UAM S t a t e s ,  
and Togo and Burundi i s  t h e  e x i s t e n c e  of  e f f e c t i v e  governments 



and the  development of s t a b l e  s o c i e t i e s  i n  order t h a t  these  coun- 
t r i e s  may remain f r e e  from ex te rna l  domination and provide t h e i r  
~ e o p l e  with e s s e n t i a l  p o l i t i c a l  r i g h t s  and economic oppor tuni t ies .  

AFRICAN AND MAIAGASY UNION STATES (UAM) 

k t h o u g h  the  United s t a t e s  may from time t o  time, i n  p a r t i c u l a r  
countr ies ,  have interests which cannut be left enfirezy %n the 
hat5dS of  o%hera. t h i s  ob jec t ive  i s  no t  only one of t h e  United 

Shaded areas ara SECURITY CLASSIFIED and 
must not be divulged to unauthorized indi. 
viduala. All othw nmteriel is unclassilled. 

S t a t e s  alone.  it i s  r a t h e r  an objec t ive  which the  United S t a t e s  
sha res  with o ther  Western countr ies ,  p a r t i c u l a r l y  the  ex-metropoles, 
France and Belgium, upon which the primary r o l e  f a l l s .  The U.S. 
r o l e  i s  complementary and supporting t o  t h a t  of the ex-metropoles 
which maintain s i g n i f i c a n t  c u l t u r a l  and economic t i e s  with these  
countr ies .  

The governments of these  countr ies  a r e  sub jec t  to  charges, both 
domestically and from more r a d i c a l  African countr ies ,  of submitt ing 
t o  a  form of neo-colonial dependence. Therefore, they f i n d  it 
p o l i t i c a l l y  imperative t o  d i v e r s i f y  t h e i r  sources of ex te rna l  
a s s i s t ance .  Apart from UN and o ther  i n t e rna t iona l  programs, the  
a l t e r n a t i v e s  t o  t o t a l  r e l i ance  on European a s s i s t ance  a re  l imi t ed  
f o r  p r a c t i c a l  purposes t o  the  United S t a t e s  o r  the Soviet  bloc.  
I t  i s  i n  the  U.S. i n t e r e s t  t o  s a t i s f y  t h i s  p o l i t i c a l  need f o r  t he  
following reasons: 

1 .  U.S. a s s i s t ance  makes continued major r e l i ance  on the  former 
metropole a  p o l i t i c a l l y  f e a s i b l e  pol icy  f o r  the African coun- 
t r i e s  and helps  t o  maintain moderate, pro-Western regimes i n  
power. 

2. U.S. a s s i s t ance  e s t a b l i s h e s  an independent and favorable U.S. 
i d e n t i f i c a t i o n  with the  economic and s o c i a l  betterment of t he  

harmony with the ex-metropole, and, where necessary,  t o  point  out  
s i g n i f i c a n t  problems and needs of t he  country concerned. 
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U.S. a id  f inds  i t s  most appropr ia te  expression through one o r  
more of the seve ra l  forms of U.S. a s s i s t ance  - A . 1  .D. g rants ,  
a  few A . 1  .D. loans  f o r  c a p i t a l  p r o j e c t s ,  encouragement o r  a s s i s t -  
ance f o r  U .S. p r i v a t e  investment, Export-Import (EX-1m) Bank 
loans ,  P.L. 480 programs, o r  Peace Corps. The s p e c i f i c  mix 
determined f o r  each country depends on t h e  country s i t u a t i o n  
and the  proposed p r o j e c t ' s  impact and i d e n t i f i c a t i o n  of U.S. a id .  
Maximum use i s  t o  be made of resources of o ther  U.S. agencies i n  
the  mix. Where A . I . D .  resources a r e  requi red ,  a c t i v i t i e s  have 
been developed i n  l i g h t  of the  following c r i t e r i a :  

P r i o r i t y  accorded by the  hos t  government and r e l a t ionsh ip  t o  
economic development o r  f e l t  s o c i a l  needs. To the  ex ten t  
t h a t  a l t e r n a t i v e s  e x i s t ,  choices a r e  made i n  terms of r e l e -  
vant  economic c r i t e r i a .  However, it has been necessary from 
time to time t o  f inance  p r o j e c t s  whose cont r ibut ions  t o  de- 
velopment i s  lower than would be the  case i f  a l t e r n a t i v e s  
were avai lable .  I t  has a l so  been necessary t o  refuse  t o  
provide f inancing because of t h e  h ighly  marginal cont r ibut ion  
of the p r o j e c t  t o  economic and s o c i a l  betterment. 

Maximizing dss is tance  from ex-metropole, European, and o ther  
acceptable sources.  A . I . D .  seeks t o  deploy i t s  l imi t ed  re-  
sources t o  have, where poss ib l e ,  a  c a t a l y t i c  e f f e c t  on o ther  
a i d  donors. Conversely, A . I . D .  must avoid pre-emption of 
projec ts  o r  precluding a s s i s t ance  from other  acceptable 
sources, and must genera l ly  be w i l l i n g  t o  defer  t o - o t h e r  Free 
Wvld donors. 

Avoidance of budget support and, with r a r e  exceptions, p r o j e c t s  
which by t h e i r  na ture  tend t o  c r e a t e  unwarranted expectat ions 
or. the  p a r t  of t h e  hos t  government t h a t  major U.S. a s s i s t ance  
o r  c a p i t a l  f inancing w i l l  fol low. Such forms of a s s i s t ance  
a re  more properly furnished by major a i d  donors ( t h e  ex- 
metropole of the  EEC) o r  by impar t i a l  i n t e r n a t i o n a l  agencies 
such as  the  UN Specia l  Fund. 

Recognition of t he  genera l  l i m i t a t i o n s  on U.S. a b i l i t y  t o  
furnish  a s s i s t ance ,  including U.S. procurement r e s t r i c t i o n s ,  
shortage of French-speaking technic ians ,  A . I . D .  problems i n  
f inancing l o c a l  cos t s ,  the  need t o  avoid increas ing  hos t  
country r ecu r ren t  budgetary cos t s  which might u l t ima te ly  be 
borne by the  ex-metropole and s imi l a r  f a c t o r s  and the de- 
s i r a b i l i t y  of l i m i t i n g  U.S. personnel and t h e i r  a t tendant  
administrat ive apparatus t o  a  minimum. A s  a  consequence, 
A . I . D .  l a s t  year e s t ab l i shed  common adminis t ra t ive  se rv ice  
arrangements with the  U.S. Embassies and placed only very 
small  s t a f f s  i n  over ha l f  of these  countr ies .  



AFRICAN AND MALAGASY UNION STATES (UAM) must not b* divulged to unaulhori=ed in& 

Country: AM) TOGO AND BURUNDI 

Regional p r o j e c t s  o r  i n s t i t u t i o n s ,  p a r t i c u l a r l y  those of the  UAM 
and Afro-Malagasy Economic Cooperation Organization (OAMCE) , a re  
a valuable vehlc le  l o r  expresslull "î  '& "L'.S. ; ; ; . ; ; .cz~"  I ,  

and a re  being supported a s  appropr ia te .  

Treatment among coun t r i e s  i n  t h i s  category a s  r e f l e c t e d  i n  the  
amount of A . I . D .  a s s i s t ance  depends mainly on the  mix of U.S. 
a c t i v i t i e s ,  the  resources  which e x i s t  i n  pa r t i cu la r  countr ies  and 
the  oppor tun i t i e s  which a r i s e .  F luctuat ions  in a s s i s t ance  l e v e l s ,  
country by country and year by year,  a re  thus  t o  be expected and 
no U.S. pol icy  s igni f icance  should be a t t r i bu ted  t o  such varia-  
t i o n s .  - 

FY 1964 Program 

I n  the context  of t he  s t r a t egy  described above, A . I . D .  has i n i t i a -  
t e d  i n  previous yea r s ,  and proposes t o  undertake i n  FY 1964, 
Dzvelopment Grant p r o j e c t s  pr imar i ly  i n  the f i e l d s  of t ranspor ta-  
t i o n ,  education,  publ ic  heal th ,  and agr icul ture .  Approximately 
the  same l e v e l  of Development Grant ass is tance  i s  requested f o r  
FY 1964 a s  was provided i n  FY 1962 and i s  planned f o r  t h i s  year ,  
about $12 mil l ion .  This i l l u s t r a t e s  the  degree of a s s i s t ance  
A .I .D. envisages f o r  these countr ies .  

Because of the  l a t e  s t a r t  of our programs i n  these countr ies ,  
implementation t o  da te  has been l imi t ed  t o  technical  a s s i s t ance ,  
t r a in ing ,  and d e l i v e r i e s  of road, telecommunications and public 
s a f e t y  equipment. However, it i s  expected tha t  more s i g n i f i c a n t  
progress w i l l  be achieved during FY 1963. 

Assistance i n  t r anspor t a t ion  i s  sore ly  needed t o  provide access 
t o  n a t u r a l  resources  and markets and t o  promote p o l i t i c a l  cohesion 
and s t a b i l i t y .  Road bui ld ing  and maintenance equipment and 

t r a i n i n g  w i l l  be supplied i n  Malagasy Rcpublic, Cameroon, Dahomey, 
Togo, Gabon, Centra l  African Republic, Upper Volta, and Congo 
( ~ r s ~ z i l v i l l ~ )  t o  helo these coun t r i e s  bu i ld  t h e i r  own t ranspor ta-  
t i o n  systems. 

A c r i t i c a l  shortage i n  t r a ined  manpower w i l l  be met by providing 
t r a i n i n g  i n  the  United S t a t e s  f o r  s tudents  from Rwanda, Burundi, 
Niger, and Congo ( ~ r a z z a v i l l e  ) . Construction and equipment f o r  
vocational  teacher  and English language t r a i n i n g  w i l l  be provided 
i n  k u r i t a n i a ,  Niger, Cameroon, Chad, and Gabon. 

Severe publ ic  hea l th  problems which hinder economic development 
w i l l  be met by a s s i s t ance  f o r  the  construction of r u r a l  dispen- 
s a r i e s  i n  Mauritania and Ivory Coast, an extension of the p i l o t  
measles eradica t ion  p ro jec t  i n  Upper Volta and medical equipment 
and suppl ies  f o r  endemic disease con t ro l  i n  Gabon. 

Agr icul tura l  p ro j ec t s  f o r  t he  extension services ,  t r a in ing ,  and 
r u r a l  water resources a r e  proposed f o r  Dahomey, Niger, Togo, Upper 
Volta, Senegal and Ivory Coast t o  help indiv idual  farmers by up- 
grading the  present  subsistence l e v e l s  of ag r i cu l tu re .  Ass is t -  
ance w i l l  a l s o  be continued f o r  the  Southwest Area Development 
survey i n  Ivory Coast which accounts f o r  the  r e l a t i v e l y  higher 
l e v e l  of a i d  t o  t h a t  country. 

Developnent loans  w i l l .  be considered for t r i inspor ta t ion  p r o j e c t s  
i n  Gameroon, Ivory Coast, Niger, Congo (Brasaav i l l e ) ,  and Upper 
Volta, f o r  water supply and i r r i g a t i o n  i n  Galion, Niger, Dahomey, 
and Senegal. Loan approoals in FY 1964 a r e  expected i n  the tan@ 
of only $10-1 5 mi l l ion .  A development loan f o r  $9.2 m i l l 1  on Per 
t h e  Trans-Cameroon railway, a j o i n t  p r o j e c t  wi th  t h e  EEC and 
France, was approved i n  FY 1962 and p r o j e c t s  are under consider- 
a t i o n  f o r  FY 1963 financing f o r  about $8 mi l l i on  f o r  development 
banks i n  Miger and Ivory  Coast. 
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AND TOGO AND BURUNDI 

FY 1964 A. I. D . PROPOSED PROGRAM 
(In millions of dollars 

FY 1963 FY 1964 
FY 1962 Estimated Proposed 

Development Loans - Total 9.2 3.5 Io.&l~.Ff 
Development Banks and Other 
Financial Institutions - 3.5 
Transportation 9.2 - 

Development Grants - Total 
Agriculture and Natural 
Resources 

Industry and Mining 
Transportation 
Labor 
Health and.Sanitation 
Education 
Public Safety and Public 
Administration 
Private Enterprise 
G?neral and Miscellaneous 
Non-Project 

Deobligations During FY 1962 -0.4 xx x x  

Supporting Assistance - Total - 
Project 2.3 - - 
Non-Project 1 .O 0.1 - 

Other U.S. Assistance 
Food for Peace, Titles I & IV: 
Country Uses - - 
(sales Agreements) ( - )  (-) 

Military Assistance Program 3.2 0.9 

;: Less than $50,000. 
a/ Modest programs anticipated, Magnitude unknown at this time. +.. 

Programs will be funded from the "Special hrrica MAP Program.'' 



U.A.M. CCUNTRIES I N  AFRICA 

U.S. Foreign Assiatanee - Obligations and Loan Authorizations 
(Millions of Dollars ) 

Cumulative thru June 30, 1962 
Total 

U.A.H. Countries 

Total - 15 Countries 

Ewmdid 
Cameroon 
Central African Rspubllo 

Chad 
Congo (Brazzaville) 
W-Y 

Gabon 
Ivory Coast 
Malagaay Republic 

Mauritania 
Niger 
b a n d a d  

Senegal 
Togo 
Upper Volta 

FP 1962 
Total 1 1  A~61staMe 

Total Miutary Econcndc A.I.D. 0th.. l h  from 
and Economic nternetional 

Military 1 1  Agencies 
I !  

Economic 
and ~ i l i t a r y  EcEztzc A.I . D. Economic other 

Milltary 

Hoter ' ~ i n o ~ o v i e t  aid t o  these countries was n i l ;  there were no loan r e p a p n t s  t o  the United States. 

Assiatanoe 
from 

Cnternational 
Agencies 

* Less than $50,000. 
a/ Ehuundi and IbrPnda were one country - Rumda-Urundi - un t i l  July 1, 1962. For comparability wlth FY 1963 and FY 19& data, aid t o  the joint  area has - 

been shown separately fo r  the two nev oountriea, except f o r  $1.6 million under Ti t le  111 of PL 480. T h i s  entira amount i s  included in the Burundi 
data, a s  a s p l i t  YBB not available. 135 
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U.S. O b j e c t i v e s  and S t r a t e m  

A major U.S. economic o b j e c t i v e  i s  t o  encourage A f r i c a n  n a t i o n s  
t o  maximize t h e  u s e  of  t h e i r  s c a r c e  r e s o u r c e s  through j o i n t  o r  
mul t i -count ry  approaches t o  common economic and s o c i a l  development 
problems. The Regional  P r o j e c t s  Program i s  designed t o  advance 
t h i s  o b j e c t i v e .  

S t r o n g  f o r c e s  of  n a t i o n a l i s m  and i n t e r n a t i o n a l  d i f f e r e n c e s  i n  
A f r i c a  i n  t h e  immediate post-independence phase have tended t o  
d imin ish  t h e  emotional  Pan-Africanism which f l o u r i s h e d  i n  1960 
and e a r l y  1961, a l though  it  remains a  p o t e n t  f o r c e .  I n  a d d i t i o n ,  
domest ic  p r e s s u r e s  f o r  t a n g i b l e  p r o g r e s s  toward economic and 
s o c i a l  development o f t e n  cause Afr ican  l e a d e r s  t o  become preoccu- 
p i e d  w i t h  i n t e r n a l  s o l u t i o n s  and t o  o v e r i u u k  ~ p p o ~ t i i i i i t i e s  f o r  
j o i n t ,  c o o r d i n a t e d  approaches t o  common problems. Desp i te  t h e s e  
f a c t o r s ,  t h e r e  i s  a genera l  awareness i n  t h e  African s t a t e s  of  t h e  
d e s i r a b i l i t y  o f  pool ing  p lanning  and f i n a n c i a l  e f f o r t s .  T h e i r  
s u p p o r t  of  a  growing number of  r e g i o n a l  and subreg iona l  economic 
o r g a n i z a t i o n s  a t t e s t s  t o  t h i s .  Moreover, con t ra ry  t o  t h e  r e s e n t -  
f u l  a t t i t u d e  which would g r e e t  o u t s i d e  e f f o r t s  t o  promote p o l i t i c a l  
u n i t y ,  A f r i c a n s  a r e  r e c e p t i v e  t o  p r o p o s a l s  encouraging r e g i o n a l  
and s u b r e g i o n a l  economic coopera t ion .  

The Agency f o r  I n t e r n a t i o n a l  Development (A.I .D.)  Regional  P r o j e c t s  
Program seeks  t o  b u i l d  on t h i s  r e c e p t i v i t y  and t o  promote tenden- 
c i e s  toward  economic coopera t ion .  I n  a d d i t i o n  t o  b e n e f i t i n g  
A f r i c a ,  t h i s  m u l t i l a t e r a l  approach has  advantages f o r  t h e  United 
S t a t e s .  I t  p r o v i d e s  a  focus  f o r  Free  World c o l l a b o r a t i o n  i n  
p r o v i d i n g  a s s i s t a n c e ,  encouraging donors ,  and minimizing p o s s i -  
b i l i t i e s  of  d u p l i c a t i o n  of such a i d .  The e f f e c t i v e n e s s  of  a i d  i s  
i n c r e a s e d  by engaging t h e  A f r i c a n s  i n  a  concerted,  more r a t i o n a l  
a t t a c k  on t h e i r  common economic problems and s o l i c i t i n g  a i d  from 
v a r i o u s  p o t e n t i a l  donors  on t h a t  b a s i s .  Whereas fo rmer  metropoles  
have,  i n  some c a s e s ,  withdrawn o r  reduced b i l a t e r a l  a i d  because 
of  p o l i t i c a l  d i f f e r e n c e s ,  it has  been p o s s i b l e  t o  con t inue  some 
a i d  from t h e s e  sources  through t h e  m u l t i l a t e r a l  approach. This  
h a s  been impor tan t  i n  weakening S o v i e t  b l o c  i n i t i a t i v e s  which 
a r e  des igned  t o  encourage d i v i s i v e  r a t h e r  than c o o p e r a t i v e  f o r c e s ,  
and h a s  se rved  t o  main ta in  s t a b i l i t y  i n  t h e  face  of  c o n c e n t r a t e d  
b l o c  e f f o r t s  t o  t h e  c o n t r a r y .  

C u r r e n t  S i t u a t i o n  

U.S. a s s i s t a n c e  on a  r e g i o n a l  b a s i s  i s  provided th rough  e x i s t i n g  
A f r i c a n  o r g a n i z a t i o n s  and i n s t i t u t i o n s  which a r e  p u r e l y  f u n c t i o n a l  
( a s  opposed t o  p o l i t i c a l )  i n  n a t u r e .  I n  coord ina t ion  w i t h  o u r  

. - - - - - - - - 

PRIOR and CURRENT PROGRAMS 
(Millions of Dollars) 

PROPOSED PROGRAM 

F r e e  World p a r t n e r s ,  t h e  United S t a t e s  i s  suppor t ing  t h e  a c t i v i -  
t i e s  o f :  

The Commission f o r  Technical  Cooperat ion i n  A f r i c a  (CCTA) of  
which 26 A f r i c a n  Governments a r e  f u l l  members and t h e  U.K. ,  
France and Belgium a r e  non-voting founding members. 

The Organiza t ion  f o r  Cooperat ion and Coordinat ion Cont ro l  
of  Endemic Diseases (oCCGE) w i t h  a n  Afr ican  membership of 
seven n a t i o n s  i n  a d d i t i o n  t o  France.  

The Eas t  Afr ican  Desert  Locust  Cont ro l  Organiza t ion  ( W L C O )  
r e c e n t l y  formed by s i x  A f r i c a n  n a t i o n s  w i t h  t h e  adv ice  and 
a s s i s t a n c e  of t h s  U.K.  

The Eas t  A f r i c a n  Common S e r v i c e s  Organiza t ion  (EACSO) and t h e  
U n i v e r s i t y  of E a s t  A f r i c a  (UEA) ,  bo th  o u t s t a n d i n g  examples 
of  j o i n t  approaches by s e v e r a l  governments i n  main ta in ing  
p u b l i c  s e r v i c e s  on a  c o o p e r a t i v e  b a s i s .  

Some of t h e s e  o r g a n i z a t i o n s  a r e  more s p e c i a l i z e d  i n  t h e i r  f i e l d s  
of  a c t i v i t i e s  than  o t h e r s ,  bu t  a l l  of  them have a s  t h e i r  pr imary 
o b j e c t i v e  t h e  development of  A f r i c a  through i n t e r s t a t e  coopera t ion .  
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The newly formed economic sub-organ Afro-Malagasy Economic 
Cooperat ion Organiza t ion  (OAMCE) of  t h e  Union Afr ican  and Malagasy 
S t a t e s  (UAM), made up of  13 independent  s t a t e s  whose t i e s  t o  
France remain s t r o n g ,  a l s o  shows promise o f  be ing  an important  
c a t a l y s t  f o r  economic and s o c i a l  development a c t i v i t i e s  a t  
r e g i o n a l  and subreg iona l  l e v e l s .  

FY 1964 Program 

To d a t e ,  A . I . D .  suppor t  t o  t h e  va r i ous  o rgan i za t i ons  has f o r  t h e  
most p a r t  been concent ra ted  i n  r e g i o n a l  p r o j e c t s  i n  h e a l t h ,  
a g r i c u l t u r e  and educa t ion .  Hea l th  and a g r i c u l t u r a l  p r o j e c t s  have 
focused  on t h e  c o n t r o l  o r  e r a d i c a t i o n  of d i s ea se s  no t  confined t o  
t h e  bo rde r s  of any s i n g l e  country.  Under CCTA1s ausp ices ,  nea r l y  
two m i l l i o n  c a t t l e  i n  Niger ia ,  Niger ,  Chad and Cameroon have been 
i n o c u l a t e d  a g a i n s t  r i n d e r p e s t  i n  a  campaign begun l a s t  yea r ,  
which was supported by t h e  European Economic Community (EEC) ,  t h e  
Af r i c an  c o u n t r i e s  involved,  and A . I . D .  Fu r the r  U.S. support  i s  
planned i n  FY 1964 t o  t h e  second phase o f  t h e  campaign, which w i l l  
be conducted i n  Upper Volta ,  Dahomey, Ghana, Ivory  Coast and Mali.  
I t  i s  planned t o  provide a d d i t i o n a l  U.S. suppor t  i n  FY 1964 t o  
another  promising CCTA-sponsored a c t i v i t y ,  t he  r e s ea r ch  p r o j e c t  
i n  Kenya and Senegal t o  develop a  vacc ine  f o r  Afr ican  bovine 
pleuro-pneumonia which s i g n i f i c a n t l y  r e t a r d s  l i v e s t o c k  development 
throughout  Af r i c a .  

Modest U.S. a s s i s t a n c e ,  t oge the r  w i th  suppor t  from p r i v a t e  sources,  
t h e  U.K. and German Governments, l e d  t o  t h e  opening t h i s  yea r  of 
t h e  CCTA Regional  Wi ld l i f e  Management T ra in ing  Center  i n  
Tanganyika. The c e n t e r  w i l l  meet t he  need f o r  t r a i n e d  Afr icans  
t o  manage game parks  and preserves  -- a  va luable  t o u r i s t  a s s e t  
and s i g n i f i c a n t  f o r e i g n  exchange e a r n e r  i n  many Afr ican  coun t r i e s .  

U.S. a s s i s t a n c e  t o  Afr ican  e f f o r t s  t o  c o n t r o l  t h e i r  age-old l o c u s t  
problems i s  provided under t he  Regional  I n s e c t  Cont ro l  P r o j e c t .  
Under t h i s  p r o j e c t ,  suppor t  i s  provided t o  Afr ican  and Near Eas te rn  
c o u n t r i e s  where m i l l i o n s  i n  crop l o s s e s  a r e  su f f e r ed  without  
adequate con t ro l .  The p r o j e c t  concen t r a t e s  on t h e  main breeding 
grounds i n  Eas t  Af r i c a ,  supplementing t h e  e f f o r t s  of  t h e  Govern- 
ments of  E th iop i a ,  Sudan, Somalia, Kenya, Uganda and Tanganyika. 
I t s  b a s i c  o b j e c t i v e  i s  t o  a s s i s t  i n  the.development  of  l o c a l  
o rgan i za t i ons  and t h e i r  r e sou rce s  s o  t h a t  c o n t r o l  ope ra t i ons  can 

be managed without  U.S. a s s i s t a n c e  w i th in  f i v e  o r  s i x  yea r s .  I n  
educa t ion ,  t h e  Eas t  Afr ican  Teachers P r o j e c t  ( a  combined e f f o r t  
of t h e  United S t a t e s ,  U . K .  and t h e  f o u r  Governments o f  Eas t  A f r i c a )  
meets a  c r i t i c a l  need f o r  secondary school  t e ache r s ,  and a s s i s t s  
a l s o  i n  the development of  l o c a l  t e ache r - t r a i n ing  programs. The 
United S t a t e s  p l ans  t o  provide a  t o t a l  of 402 t e ache r s  through 
FY 1963. I t  i s  planned t o  cont inue  i n  FY 1964 t h e  succe s s fu l  
Afr ican  Scholarship Program of American U n i v e r s i t i e s  (ASPAU). 
Through FY 1963, undergraduate s cho l a r sh ip s  f o r  some 800 Afr ican  
s t u d e n t s  have been provided by over  200 American co l l ege s .  
A . 1  . D .  f u rn i she s  t h e  ~ l cos t -o f - l i v ing"  allowance and t h e  s tudent  ' 6  

government covers  t h e  c o s t s  of t r a n s p o r t a t i o n  t o  and from t h e  
Uni ted  S t a t e s .  For FY 1964, an a d d i t i o n a l  group of  300 under- 
g r adua t e  s t uden t s  i s  planned. A modest g radua te  program pa t t e rned  
a f t e r  ASPAU which was i n i t i a t e d  dur ing  FY 1963 w i l l  be expanded t o  
i nc lude  an a d d i t i o n a l  40-50 s t u d e n t s  i n  FY 1964. The Regional 
Educat ion Grant Program i s  designed t o  make f u l l  use of e x i s t i n g  
Afr ican  higher  i n s t i t u t i o n s  of l e a r n i n g  while  encouraging i n t e r -  
t e r r i t o r i a l  exchange of s t uden t s  through s cho l a r sh ip  funding.  
Over 540 s t uden t s  have a l r eady  en t e r ed  f i v e  Afr ican  Colleges under 
t h e  program s i n c e  FY 1961. I n  FY 1964, it i s  planned t o  provide  
s cho l a r sh ip  g r a n t s  t o  some e i g h t  o r  n i n e  p a r t i c i p a t i n g  un ive r s i -  
t i e s .  

New p r o j e c t s  proposed f o r  FY 1964 i nc lude  a  j o i n t  program wi th  
t h e  OCCGE f o r  e r a d i c a t i o n  of measles i n  up t o  t e n  West African 
c o u n t r i e s  where measles epidemics annual ly  t ake  a  very high 
dea th  t o l l  of ch i l d r en .  This  b u i l d s  upon a  most succe s s fu l  
measles  e r ad i ca t i on  p r o j e c t  i n  Upper Vol ta .  

A second new s t a r t  w i l l  expand and coord ina te  s e v e r a l  African 
s t a t e s '  a c t i v i t i e s  t o  con t ro l  t h e  t s e t s e  f l y .  An a r e a  of approxi- 
mately f o u r  m i l l i o n  square mi les  i n  A f r i c a  i s  i n f e s t e d  wi th  t h e s e  
f l i e s ,  denying v a s t  a r e a s  of  p o t e n t i a l l y  r i c h  land  t o  h a b i t a t i o n  
and a g r i c u l t u r a l  development. A combined and more c l o s e l y  coor- 
d ina t ed  a t t a c k  on t h i s  problem should se rve  t o  produce f avo rab l e  
r e s u l t s  much sooner and more e f f e c t i v e l y  and a t  cheaper  c o s t  than 
now appears  f e a s i b l e  under t h e  p r e sen t  s epa ra t e  approaches.  
Ass i s t ance  t o  t h e  var ious  r e g i o n a l  o rgan i za t i ons  i s  a l s o  proposed 
i n  connection w i th  s e l e c t e d  surveys ,  seminars and s tudy  t o u r s  under 
t h e i r  sponsorship which a r e  designed t o  he lp  t h e  Afr ican  na t i ons  
d e a l  more e f f e c t i v e l y  w i th  comon economic and s o c i a l  development 
problems. 
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FY 1964 A .1 .U. PROPOSED PROGRAM 

(In millions of dollars) 
FY 1963 FY 1964 

-- FY 1962 Estimated Proposed 

Development Grants - Total 8.0 8.3 11.3 
Agriculture and Natural 
Resources 2.1 1.3 1.7 
Education 5.2 5.5 7.1 
Health and Sanitation t 0.1 0.5 
General and Miscellaneous 0.7 1.4 2.0 

Deobligations During FY 1962 i t  xx xx 

Other U.S. Assistance 
Military Assistance Program - - 
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Su4MARr OF P R m  - EUROPE 

By Country and h c t i o n  

Berlin ................................. 4 4 

Poland ................................. 1,400 2,900 2,000 1,400 2,.900 2,000 

Spain .................................. 14,494 -94 14,588 - 
Yugoslavia ............................. 5 15 13 516 13 9 - 1 - 

FXROPE - TOTAL 16,413 3,039 2,000 422 139 14,591 - 1,400 2,900 2,000 - - . -  
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No dollar economic assistance programs for Europe are proposed for 
FI 1964. In Spain, the financing of Agency for International 
Development (A.1 . D. ) economic assistance activities terminated in 
June 1962 and no further A.I.D. funding is anticipated. No funds 
are requested for Yugoslavia. For Poland, in keeping with U.S. 
interest in American schools and hospitals abroad, the zloty equi- 
valent of $2.0 million is requested for support of the Children's 
Hospital in FY 1964. 

POLAND 

A.I.D. proposes to continue its financial support for the Chil- 
dren's Hospital in Krakow, Poland. Under special authorization 
for the purchase of U.S.-owned P.L. 4-80 local currencies, Congress 
appropriated $4.3 million in zlotys equivalent between FY 1961 and 
FY 1963, $1.5 million of which was used in the initial contracts 
for the construction of the research hospital for children. The 
hospital will provide tangible, forceful evidence of American 
friendship for the people of Poland. 

On the basis of the most recent estimates, the hospital will cost 
$10.5 million to complete, including about $7.5 million in zlotys. 
An appropriation of an additional $2.0 million in zlotys is 
requested for FY 1964. 

According to the original arrangement between A.I.D. and American 
Research Hospital in Poland, it was expected that all the neces- 
sary funds would be raised privately in the United States. Unfor- 
tunately, the private U.S. sponsors have experienced difficulties 
and are now unable to raise the dollars badly needed to purchase 
the required U.S. construction and medical equipment. $2.2 million 
in dollars for imported equipment needed to complete the hospital 
is included in the appropriation request for $20 million for Ameri- 
can Schools and Hospitals abroad. 

FI 1964 A.I.D. PROPOSED PROGRAM 

(1n millions of dollars) 
FY 1963 FY 1964 

FI 1962 Estimated Proposed 

Development Grants - Total 1.4 2.9 2.0, 
Health and Sanitation 1.4 2.8 2.0+ 
General and Miscellaneous - 0.1 - 

Other U.S. Assistance 
Food for Peace. Titles I and IV: 
Country Uses 
(sales Agreements) 

+ In addition, $2.2 million in dollars is included in the appro- 

SPAIN - 
The principal US. interest in Spain i s  the maintenance o f  U.5.  
rights to the complex of strategicaily located air and naval 
bases which form a, vital link in the allied defense system for 
Western Europe. Other U.S. interests include the strengthening 
O f  internal stability, expansion of U.S. exports and cQntinuing 
Spanish economic cooperation with Western Europe. 

cLhe Government of Spain (GUS) has indicated it will be prepared 
to negotiate the extension of the Defense Agreement later this 
year at which time we ahould have a clearer picture of possible 
GOS aspirations regarding future U.S. aid. In W c h  Bpain 
submitted a statement to the effect that GOS would seek A.I.D. 
development loans when the new Development Plan was formulated. 
The United States had previously advised GQS that as long as the 
Spanish financial situation remains sound, Spain, in our view, ' 
can borrow from conventional lending sources here and in Europe, 
incl.uding the Export-Import (EX-Im) Bank, and the International 
Bcank for Reconstruction and Development (TBD). 

In view of Spain's sound financial position, 1arge.holdings of 
gold and other foreign exchange reserves and excellent prospects 
for sustained economic growth, the funding of A.I.D. grant eco- 
nomic assistance was terminated at the end of FI 1962. Since 
then the GOS financial position has continued to improve with 
foreign exchange holdings at the end of December 1962 exceeding 
$1 billion, including $446 million in gold. 

The GOS foreign exchange position is not likely to change signif- 
icantly in the near futuxe. Receipts from the expanding tourist 
industry and remittances from Spanish workers in Western Europe 
are expected to more than offset the Spanish trade deficit. 

FI 1964 A.I.D. PROPOSED PROGRAM 

(1n millions of dollars) 
FY 1963 FY 1964 

FI 1962 Estimated Proposed 

Development Grants - Total -0.1 - - 
Deobligations During FI 1962 -0.1 xx xx 

Supporting Assistance - Total 14.6 - - 
Project 1.5 - - 
Non-Project 17.4 - - 
Deobligations During FY 1962 -4.3 xx xx 

Other U.S. Assistance 
Military Assistance Program 36-3 15-7 

priation request for American schools and Hospitals Abroad. 142 .___ 
A I 1 A I 



EUROPE 
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YUGOSLAVIA 

Since Yugoslavia 's  break wi th  the  Cominform, A . I . D .  g rant  and 
loan programs, together wi th  P.L. 480, T i t l e  I, sa l e s ,  have been 
the  p r i n c i p a l  U.S. instruments f o r  bui ld ing  up the Yugoslav econ- 
omy. Now, having recovered from a sho r t  slump in 1961, following 
in t roduct ion  of t h e  I n t e r n a t i o n a l  Monetary Fund ( 1 ~ ) - s p o n s o r e d  
m u l t i l a t e r a l  exchange r a t e  un i f i ca t ion  program, and having sus- 
t a ined  an average annual growth r a t e  of 10$ f o r  a decade, Yugo- 
s l a v i a  has access  t o  conventional  Free World lending sources f o r  
i t s  investment c r e d i t s  and o ther  ex te rna l  resource requirements. 
Under present  circumstances, t he re fo re ,  the  l imi ted  but  key r o l e  
of U.S. a s s i s t ance  i s  t o  m i n t a i n  t h e  b e n e f i t s  of pas t  accomplish- 
ments of U.S. policy by paving the  way toward the establishment of 
normai commerciai r e i a t i o n s i ~ i p s  on n ptlrnlt~r~ent bas i s  'ueiweer~ iiie 
two coun t r i e s .  

In  o f f i c i a l l y  p ro te s t ing  the  a l l eged ly  u n i l a t e r a l  U.S. ac t ion  l a s t  
year i n  te rminat ing  t h e  "most favored nation" t a r i f f  provisions i n  
fo rce  f o r  over 70 years ,  t h e  Government of Yugoslavia (GOY) has 
emphasized t h a t  i t s  p r inc ipa l  concern i s  t h e  establishment over 
t h e  long-run of a f i rm b a s i s  f o r  expanding t r ade  r e l a t ionsh ips  
wi th  t h e  United S t a t e s .  I n  addi t ion  t o  P.L. 480 programs i n  FY 
1-963, only $139,000 has been a l loca ted  under author i ty  of Sect ion  
617 of t h e  Foreign Assistance kt, f o r  "winding up" expenses of 
t h e  p r i o r  year  A . I . D .  programs now being concluded. 

Yugoslavia 's  dependence on developing increased t r ade  wi th  t h e  
West i s  h ighl ighted  by i t s  recent  economic recovery, l a r g e l y  
a t t r i b u t a b l e  t o  t h e  sharp r i s e  of over 2 6  i n  the value of i t s  
exports  which t o t a l e d  ,almost $700 mi l l ion  i n  1962. Although 
exports  t o  Western Europe increased by over $40 mi l l ion  i n  1962, 
those  t o  t h e  Eastern bloc a c t u a l l y  decreased almost $20 mi l l ion .  
The Increase  t o  t h e  United S t a t e s  alone was a phenomenal 33$ f o r  
a 1962 f i g u r e  of $53 mi l l ion ,  with t h e  United Sta tes ,  a s  a customer 
f o r  GOY goods, s t i l l  remaining t h e  leading supplier  of GOY imports 

but now t h e  t h i r d  most important customer f o r  GOY exports  and _ _  1 ..... 
' Y,...-"~ 

r;;licd .-." ! .- t!. '1 !' ; . . ?  """ ". .,.,L,.. " ...* -.,a "WW.. . 
I n  FT 1964, U.S. ob jec t ives  i n  Yugoslavia w i l l  be  served m f n l y  
through t h e  continuation of P.L. 480 programs, p a r t i c u l a r l y  t h e  
inc rease  i n  s a l e s  under. T i t l e  IV d o l l a r  repayable c r e d i t s  which 
were over $15 mi l l i on  i n  bo th  FY 1962 and FY 1963, and t h e  provi* 
s ion  of investment c r e d i t s  on a modest s c a l e  by t h e  Ex-lm Eank. 

FY 1964 A. I .D.  PROPOSED PROGRAM 

(1n mi l l i ons  of d o l l a r s )  
FY 1963 FY 1964 

FY 1962 ~ s t i m a t e d  Proposed 

Development Grants - Tota l  0.5 0 . 1  - 
Industry and Wning 0.2 - - 
General and Miscellaneous i.1 0 .1 .  - 
Deobligations During FY 1962 -0.8 xx xx 

support in^ Assistance - Tota l  - - - - 
Non-Project 0 . 7 - - 

Deobligations During FY 1962 -0.7 xx xx 

Other U.S. Assistance 
Food f o r  Peace, T i t l e s  I and I V :  

Country Uses 101.1 99 8 1  

( s a l e s  Agreements) (110.4) (108.3) 
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SUmARY CIF P R O W  . NON-REGIONAL 

By Function 

( I n  thousands of d o l l a r s )  
TdAL Development Ioans Development Grants Supporting Assistance Other Pro rams 

Actual Estimate Pmposed Actual Estunate Pmpos d Actual Fst~mnt . Rnnnsed .Ac +..a1 E c t k t c  p,- opoze& &tUi *oposa 
.. - FY 1962 FY 1963 1964 FY 1962 F'Y 1953 FY 1964 FY 1962 W 1963 F'Y 1564 FY 1962 FY 1963 FY 1% FY 1962 FY 1963 F'Y 1964 

American Schools and Hospitals Abroad ....... 
.......................... Investment Surveys 

.............. In te rna t iona l  Organizations d 
Atoms f o r  Peace and In te rna t iona l  Atomic 

Energy Agency Operational Progrems ....... 
FA0 World Food Program .................... 
NATO Science .............................. ...................... U.N. Children 's  h d  
U.N. Technical  Assistance and Spec ia l  Fund 
WEIO Medical Research ...................... 
World Health Organizations: .................. Community Water Supply ..................... hPllaria Eradicat ion 

Other Programs .............................. 
Disas te r  Relief  ........................... 
I n t e r n a l  Secur i ty  ......................... 
Inspector  General ......................... 
In te r reg iona l  m e n s e s  .................... 
Ocean Freight .  Voluntary Relief h e u c i e s  .. 
Pro jec t  HOPE .............................. 
Research .................................. 
Refugees and Migration Programs v ........ 
World-Wide School F a c i l i t i e s  .............. 
Other ..................................... 

YON-REGIONAL ACI?VITIC; . TOTAL 

Total  funds f o r  In te rna t iona l  Organizations and Programs a r e  not shovn i n  t h i s  t a b l e  . The balance of t h e  funds a r e  d i s t r i b u t e d  through a rea  and country programs . Totals  f o r  In te rna t iona l  Organi- 
zat ions and Programs f o r  f i s c a l  years  1962. 1963. and 1964 a r e  respect ively $180.599. $113.079. and $135. 050 thousands . (For d e t a i l s  - ec  Pages 157 t o  163 or t h i s  Volume.) v P.L. 87-872 appropriated funds f o r  FY 1963 f o r  Assistance t o  Hefueees i n  t h e  United S ta tes  t o  t h e  Dept . of Health. Education and Welfare. and f o r  Migration and Refugee Assistance t o  t h e  Dept . of 
S t a t e  . 
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PRIVATE EXCERPRISE PROGRAM 

PART I - IMPROVING THE INVESTbENT CLlMATE 

Shaded anas are SECURITY CLASSIFIED and 
must not be divulged to unauthorized indi- 

A. Introduction 

Most less-developed countries have not developed a favorable c l i -  
mate f o r  p r iva te  venture c a p i t a l  whether domestic o r  foreign. 
Frequently loca l  c a p i t a l  tends t o  be invested e i t h e r  i n  land o r  
sent  outside of the  country. Some countries have not awakened t o  
the  need t o  a t t r a c t  pr ivate  c a p i t a l  from abroad t o  a s s i s t  i n  t h e  
development process. Atti tudes,  soc ia l  customs, and chauvinism 
may combine t o  inh ib i t  t h e  development of a dynamic f r e e  enter- 
p r i se  economy. 

The encouragement of the  pr ivate  sector i n  underdeveloped coun- 
t r i e s  i s  an aim of both the  Congress and the Agency f o r  Interna- 
t i o n a l  Development (A. I .D.  ) . A. I .D.  has organized i t s e l f  t o  
f u l f i l l  these  objectives.  In  appropriate Missions, an Industry 
Officer has been appointed t o  work with t h e  loca l  business com- 
munity and host government t o  encourage the  growth of a vigorous 
and viable  p r iva te  sector.  Advice and technical assistance as  
well a s  iden t i f i ca t ion  of opportunities f o r  action a r e  provided 
d i r e c t l y  on t h e  l o c a l  level .  In Washington each of t h e  regional 
bureaus has a p r iva te  enterpr ise  uni t .  As the c e n t r a l  focus, the  
Agency has established the  Office of Development Finance and Pr i -  
vate  Enterprise -- headed by an Assistant Administrator. This 
o f f i c e  develops programs designed t o  accelerate and intensify  our 
e f fo r t s  both t o  a t t r a c t  U S .  firms t o  invest i n  the  developing 
countries and t o  improve the  investment climate within these  coun- 
t r i e s .  The too l s  with which the Agency can work a r e  described i n  
the  following paragraphs. 

B. Development Banks 

Fundamental t o  t h e  stimulation of pr ivate  enterprise i n  l ess -  
developed countries i s  the  a v a i l a b i l i t y  of credi t  (foreign 
exchange and loca l  currency) on reasonable terms. One effect ive 
instrument t o  providing c red i t  i s  a development bank. A.I.D. fos-  
t e r s  and encourages the  establishment of development banks where 
there  is  a demonstrated need. The purpose i s  primarily t o  bui ld  
cap i ta l ,  i n i t i a t i v e  and experience in to  a developing economy. 

These banks not only may make medium and long-term loans on t h e i r  
own but may guarantee repayment by credit-worthy borrowers of 
loans from other  investment sources. They also may serve t o  pro- 
mote a c a p i t a l  market and broaden the  base of individual ownership 
by making (and l a t e r  se l l ing)  equity investments, by underwriting 
individual issues  and by issuing t h e i r  own secur i t i e s .  

One important fea tu re  of development banks i s  t h a t  they provide 
f a c i l i t i e s  with knowledge of loca l  conditions t o  make r e l a t i v e l y  
small amounts of c a p i t a l  avai lable  t o  individual entrepreneurs. 
This i s  a p rac t i ca l  solut ich t o  t h e  d i f f i c u l t i e s  of providing f o r -  
eign exchange and loca l  currency financing i n  moderate amounts, 
something a world-wide organization has great  d i f f i c u l t y  i n  doing. 
Loans a r e  made t o  credit-worthy small and medium-sized enterpr ises  
a t  reasonable ra tes  of i n t e r e s t .  

When competently s taffed,  a development bank may provide manage- 
ment, engineering, accounting and l e g a l  ass is tance t o  borrowers. 
Finally, a development bank may sponsor economic s tudies  and sur- 
veys, st imulate and promote promising new investment opportunities 
and bring them t o  the  a t t en t ion  of po ten t ia l  investors,  both f o r -  
eign and loca l .  

As of January 1, 1963, A.I.D. had authorized 51 loans i n  do l la r s  
t o  45 separate intermediate c r e d i t  i n s t i t u t i o n s  located i n  30 
countries a s  follows: 

January 1 ,  1963 

(1n millions 
of do l la r s )  

Development Banks 
Agricultural Credit 
Housing Credit 

Total 

In  addition, A.I.D. had provided i n  1962 loca l  currency loans t o  
four i n s t i t u t i o n s  i n  four countries.  The following tab les  i l l u s -  
t r a t e  t h e  d i s t r ibu t ion  of the  loans t o  intermediate c red i t  i n s t i -  
tu t ions  by area and by category on an annual basis  through FY 1962. 

Authorizations by Areas 
Intermediate Credit Ins t i tu t ions  

( In  thousands of do l la r s )  
Latin Far Near East Africa- 

Total America East & S. Asia Europe 

Total Authorizations 330,986 155,000 23,186 136,800 16,000 

~i 1958 14,886 - 686 14,200 - 
39;700 5,000 12,500 20;200 2,000 
53,000 1,000 10,000 42,000 - 

108, 900 74,000 - 22,900 12,000 
114,500 75,000 - 37,500 2,000 
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Authorizations by Categories 
Intermediate Credit  Ins t i tu t ions  

( In  thousands of d o l l a r s )  -- . - - 
Develop- Agric . 

Total ment Banks Housing Credit 

Total Authorizations - 330,986 225,986 48,000 57,000 
FY 1958 14,886 14,886 - - 

39; 700 39;700 - - 
53,000 52,000 1,000 - 

108, goo 34, goo 47,000 27,000 
114,500 84,500 - 30,000 

The r e s u l t s  of the  recent rapid  increase i n  the use of t h i s  excel- 
l e n t  tool a r e  not yet. compl et.eIy apLmrent.; hilt, t h e  e v n i l a h i l i t y  n f  
c red i t  w i l l  a s s i s t  i n  t h e  development of these countries f o r  many 
years t o  come. Recently, the re  has been a concentration of t h i s  
type of ass is tance i n  Latin America where such c r e d i t  i s  badly 
needed. 

The contribution of p r iva te  indus t r i a l  development banks t o  t h e  
economic growth of China, I s rae l ,  Lebanon, Turkey, Pakistan and 
India has been conspicuously successful.  A s  of June 30, 1962, 
these i n s t i t u t i o n s  had concluded a t o t a l  of 391 subloans amounting 
t o  $35 mil l ion t o  l o c a l  businessmen, an average of $90 thousand. 
Representative industr ies  included among the  subborrowers a r e  food 
products, and food processing, wood and wood pulp products, 
l ea the r  and leather  products, chemicals and ceramics, metal work- 
ing and miscellaneous i n d u s t r i a l  a c t i v i t i e s .  

C .  Development Centers 

The establishment of a strong and dynamic private system within a 
developing economy i s  aided a l so  through investment and develop- 
ment centers .  These i n s t i t u t i o n s  have t h e  major function of 
t r a in ing  and advising l o c a l  businessmen i n  effect ive  business man- 
agement; ident i fying investment opportunities;  conducting f e a s i -  
b i l i t y  surveys; bringing together l o c a l  and foreign investors,  and 
recummending l e g i s l a t i o n  t o  improve t h e  l o c a l  investment climate. 

An example is t h e  China Development Corporation i n  Taiwan, estab- 
l i shed  with the  ass is tance of t h e  United States,  which has been 
instrumental i n  the  economic progress of the  country. In  Venezu- 
e la ,  A . I . D .  is providing management and operation consultant serv- 
i ces  on a demonstration basis  t o  a number of selected i n d u s t r i a l  
firms i n  cooperation with t h e  Venezuelan Development Corporation. 

I). Par t ic ipant  Training 

Another way i n  which A . I . D .  encourages pr ivate  enterpr ise  i s  
t h r o ~ y h  + . m i n i n e .  Tlnring la@, ! ;?.F p ? c n n c  the. f; a? a "  ?f 

industry and mining were brought t o  t h e  United S ta tes  f o r  ins t ruc-  
t i o n  and par t ic ipat ion,  a s  p a r t  of a continuing program. These 
individuals not only received t ra in ing  i n  f i e l d s  which w i l l  be 
valuable i n  terms of t h e i r  nat ions '  economies, but many w i l l  have 
had an opportunity t o  see American p r iva te  enterpr ise  a t  f i r s t  
hand. In  addition, 338 persons were sen t  t o  t h i r d  countries f o r  
addi t ional  t r a in ing  under A.I .D.  financing. Total cost  f o r  the  
1962 program was $3 mil l ion.  

E. Consulting Contracts 

A. I .D .  has contracted with outside consulting firms t o  pa r t i c ipa te  
i n  t h e  development. of pi-ivate inrluztry and zssist  i n  c r e a t i ~ s  
sound indus t r i a l  programs. For example, i n  Nigeria, t h e  A. D. 
L i t t l e  Company, under an A.I .D.  contract,  has a team of experts 
working with Federal and Regional Minis t r ies  of Industry a t  the  
i n v i t a t i o n  of t h e  Nigerian Government. Consulting firms have been 
re ta ined i n  a number of other  countries t o  a s s i s t  i n  es tabl ishing 
development centers and banks, t o  study specif ic  investment oppor- 
t u n i t i e s  or  t o  formulate small industry programs. 

F. Efforts i n  Latin America 

In  Latin America, t h e  p r inc ipa l  emphasis has been placed upon 
increasing the  productivity of industry and of i n d u s t r i a l  manage- 
ment capacity through t ra in ing  courses. Under t h i s  program, pro- 
duc t iv i ty  centers have been s e t  up i n  14 countries and some 2,500 
Latin Americans have been brought t o  t h e  United S ta tes  f o r  t r a i n -  
ing i n  industry s ince 1950. 

More recently,  a t t e n t i o n  has been given t o  investment opportunities 
i n  Latin America. Broad s tudies  of opportunities were made i n  t e n  
countries and s teps  a r e  being taken t o  bring these  opportunities t o  
t h e  a t t en t ion  of t h e  U.S. business community. In  addition, 
de ta i l ed  economic f e a s i b i l i t y  s tudies  of specif ic  opportunities a r e  
now being undertaken i n  Venezuela and a r e  planned f o r  Peru a t  an 
ea r ly  date .  

Programs a r e  being reshaped t o  place heavy emphasis upon t h e  crea- 
t i o n  and stimulation of e f fec t ive  i n s t i t u t i o n s  t o  promote indus- 
t r i a l  development within each of the  Latin American countries.  
Many of t h e  exis t ing productivity centers a r e  being reorganized t o  
emphasize i n d u s t r i a l  promotion and indus t r i a l  development. 
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In  building indus t r i a l  development i n s t i t u t i o n s ,  f u l l  advantage 
w i l l  be taken of the  lessons  learned from the  successful experi- 
ence of  the  Fomento movement i n  Puerto Rico. Effor ts  a r e  being 
made t o  secure the  individuals  best  qual i f ied f o r  such promotional 
type a c t i v i t y  from within Lat in  America and the  United S ta tes .  

PART I1 - ENCOURAGING U.S. PRIVATE FOREIGN INVESTMENT 

A. Introduction 

It i s  the  c lea r ly  es tabl ished policy of the  United S ta tes  Govern- 
ment t o  f o s t e r ,  encourage and promote pa r t i c ipa t ion  by p r iva te  U.S. 
enterpr ise  i n  foreign economic development. 

Over the  years, Congress has provided a number of spec i f i c  pro- 
grams t o  a s s i s t  and encourage U.S. business t o  undertake invest-  
ments i n  less-developed f r i end ly  countries and t o  a s s i s t  l o c a l  
businesses i n  these  nations t o  prosper. For 15 years there  has 
been an investment guaranty program covering p o l i t i c a l  r i s k s .  For 
f i v e  years a loca l  currency Cooley loan program has been i n  opera- 
t i o n .  For f i v e  years our government has made d i rec t  d o l l a r  devel- 
opment loans t o  p r iva te  firms. 

A l l  of these  a i d s  t o  investment, along with several  new programs, 
a r e  now administered by A.I.D., and described i n  a new pu7dicat ion 
"AIDS TO BllSINESS (overseas ~nvestment) .  " Major emphasis i s  on 
t h e  following: ( a )  sharing the cost  of conducting investment sur- 
veys undertaken by U.S.-owned business firms; (b) authorizing dol- 
l a r  development loans t o  p r iva te  borrowers; ( c )  administering the  
P.L. 480 loca l  currency ( c o o l e ~ )  loan program formerly handled by 
the  Export-Import ( ~ x - I m )  Bank; and (d) administering t h e  broad- 
ened investment guaranty program. 

The newly created Office of Development Finance and Pr ivate  Enter- 
p r i s e  i s  t h e  i n i t i a l  point of contact within A.I.D. f o r  p r iva te  
businessmen in te res ted  i n  overseas investment. It aims t o  encour- 
age p r iva te  enterpr ise  t o  play an even l a rger  development r o l e  
than it does a t  present,  while insuring adherence t o  sound stand- 
ards  f o r  development financing. 

Among the  chief functions of the  Office of Development Finance and 
Pr ivate  Enterprise a re :  ( a )  t o  meet with business groups and 
individual businessmen t o  explain the  A.I.D. p r iva te  enterpr ise  
program; and (b)  t o  work with the  regional administrators f o r  
Lat in  America, Near Fast and South Asia, Far East, and Africa t o  
promote those p r iva te  en te rp r i se  projects  which w i l l  pa r t i cu la r ly  
f u r t h e r  t h e  A.I.D. program. The regional administrators implement 

the  specific proposals pertaining t o  t h e i r  geographical areas ,  and 
have ultimate operational r espons ib i l i ty  f o r  a l l  these  a c t i v i t i e s  
except specific-risk investment guaranties.  

B . Investment Surveys 

The purpose of the  investment survey program i s  t o  encourage. 
potent ia l  investors t o  iden t i fy  spec i f i c  investment opportunities 
i n  less-developed f r i end ly  countries which they might not other- 
wise investigate.  

A.I.D. has author i ty ,  under Section 231 of the  Foreign Assistance 
Act of 1961, t o  pa r t i c ipa te  i n  up t o  50$ of the  cost  of approved 
surveys which explore the  f e a s i b i l i t y  of confernplated p r iva te  
investments i n  developing countries which w i l l  contr ibute  t o  t h e  
achievement of A.I.D. object ives .  

I f  the  prospective investor  then proceeds with the  investment 
(following the  survey) he w i l l  repay A.I.D. any funds which may 
have been advanced t o  him. The investor w i l l  r e t a i n  exclusive 
r igh t s  to  t h e  survey. 

But i f  the prospective investor does not undertake the  investment 
studied, the  survey w i l l  then become the  property of the  United 
Sta tes  Government. In t h i s  case, the  investor i s  e n t i t l e d  t o  
A.I.D. par t ic ipat ion,  providing he has complied with the  terms and 
conditions of the  pa r t i c ipa t ion  agreement. He i s  then under no 
obligation t o  repay any such advances t o  A.I.D. 

Surveys of extract ion opportunities a r e  not e l i g i b l e  f o r  A.I.D. 
par t ic ipat ion.  

The Investment Survey Program did not begin t o  operate e f fec t ive ly  
u n t i l  FY 1963. It has recent ly  taken major s t r i d e s  a s  evidenced 
by the  ll survey grants  issued up t o  March 8, 1963. ( ~ q e  t a b l e  
on next page. ) 

In  addition t o  the  11 survey agreements approved by March 8, 1963 
there  were 16 appl icat ions  i n  process. Total  cost  of t h e  surveys 
would be $500,000. Estimating A. I.D. 's share a t  t h e  50s maximum, 
the  t o t a l  survey l i a b i l i t y  f o r  FY 1963, including present commit- 
ments of $181,000, i s  placed a t  about $400,000. However, t o  the  
extent that  surveys r e s u l t  i n  ac tua l  investments the re  is, of 
course, no cost  t o  A.I.D. An expected increase i n  t h e  volume of 
applications and approvals i n  FY 1964 may bring A. I .D. ' s  share up 
t o  $750,000. Hence, no addi t ional  funds a r e  being requested f o r  
FY 1964. Reappropriation of the  unobligated funds previously 
appropriated f o r  Investment Surveys f o r  FY 1963 i s  v i t a l ,  however. 
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SURVEY APPLICATIONS APPROVED AND GRANTED 

- - - -- --- - - 
MaximumA.1.D. kximumA.1.D. Date 

- - -- - - \ - - 

AFRICA-EUROPE - None approved. 

FAR EAST 
1. D. C .  Transit 
2. Dole Corporation 
3. Parsons & Whittemore, Inc. 
4. Crawford Furniture Mfg.Corp. 
5. Minn Associates 

LATIN AMERICA 
1. Bresler Ice Cream 
2. Jewel Tea Company 

\ 

NEAR EAST - SOUTH ASIA 
1. Archer-Daniels Midland 
2. Jefferson Lake Sulphur 
3. Von Kohorn Universal Corp. 
4. Van Camp Sea Food Co. 

Country Share of Costs Participation Approved 
($) ( i n  $000) 

Transportation System Philippines 50 40.0 10/13/62 
Frui t  Processing North Borneo 50 13.1 
Kraft Paper M i l l  Thailand 50 37.5 

1/13/63 

Furniture Mfg. Thailand 50 2.65 
2/14/63 

Harbor, Docks and Korea 
2/28/63 

50 25.0 
Warehouse 118.25 

2/28/63 

Milk Factory Colombia 50 
Food Distributors LA ( to  se lec t  50 

s i t e )  

Paint Resin ~ f g .  Pakistan 50 1.75 6/30/62 
P las t ic  Mfg. Turkey 50 16.5 9/12/62 
Machine Tool Mfg. India 50 16.4 
Seafood India 

2/28/63 
50 xu..- 3/11/63 

52.15 

Total $180.9 

The business community has, since July 1, 1963, evidenced a grow- 
ing i n t e r e s t  i n  the investment survey program. This in te res t  
should r e su l t  i n  the future i n  a willingness on the part  of many 
firms t o  undertake surveys of investment opportunities which they 
would not otherwise undertake. In f ac t ,  t he  Office of Development 
Finance and Private Enterprise, i n  collaboration with the Office 
of Internat ional  Investment i n  the U.S. Department of Commerce, 
has brought many specif ic  investment opportunities t o  the at tent ion 
of U.S. firms. 

C .  Dollar Loans t o  Private Borrowers 

A. I .D .  has authority, under Section 201 of the Foreign Assistance 
~ c t  of 1961, t o  make d o f i r  loans t o  private (as well as  public) 
enterprise ,  both United States  and foreign. It i s  A.I.D. policy 
t o  encourage those investments which contribute t o  the economic 

Dollar development loans may be made only where there a r e  reasona- 
ble  prospects of repayment. U S .  dol lar  loans a re  t o  be used t o  
cover the U.S. procurement component of the project, with few 
exceptions permitted. 

It i s  A.I.D. policy (as  required by s ta tu te )  t o  make dol lar  loans 
only for  those projects for  which adequate financing from other 
Free World sources i s  not available on reasonable terms. Loans 
may be made t o  existing enterprises seeking t o  expand and t o  firms 
o r  individuals planning t o  establish new enterprises.  Applicants 
need not be residents of the country *ere the enterprise i s  
located. The projected new investment, expansion, or  diversifica- 
t ion  must be acceptable t o  the government of the country i n  which 
it w i l l  be made, and it must c lear ly contribute t o  the economic 
development of the  country. 

development of a less-developed friendly country i n  which the  Furthermore, a request for  a dol lar  loan fo r  a project must be 
investment i s  t o  be made, with emphqsis on assisting long-range supported by any and a l l  information necessary t o  determine the  
development plans. equity participation, economic just i f icat ion,  technical 

-- 149 
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f e a s i b i l i t y ,  and cost ;  by a descr ipt ion of how t h e  engineering, p r iva te  consortium f o r  aluminum development i n  Ghana. This loan i s  
purchasing, construction, and management of t h e  project  w i l l  be t o  be administered by the  Ex-Im Bank which a l so  made $55 mil l ion 
carr ied out,  and by appropriate f inanc ia l  projections.  available.  

During the  period November 4, 1961, when A.I.D. began operations, 
t o  March 1, 1963, A.I.D. authorized 1 5  d o l l a r  loans (seven i n  
1ndia) amounting t o  $167 mil l ion t o  p r iva te  borrowers i n  seven 
countries f o r  a va r ie ty  of a c t i v i t i e s .  They included synthet ic  
rubber and carbon black i n  Brazil; viscose and cellophane i n  Egypt; 
trucks,  t i r e s  and machine tools ,  paper and pulp i n  India; elec- 
t r i c i t y  i n  Pakistan and India; cement i n  Korea; and a i r l i n e  equip- 
ment i n  Afghanistan. The l a rges t  was a loan of $55 mill ion t o  a 

A.I.D. i s  t h e  bank of l a s t  r e sor t  i n  t h a t  borrowers a r e  obliged t o  
seek financing from pr ivate  and other  public f inanc ia l  i n s t i t u t i o n s  
f i r s t .  Thus, loans t o  p r iva te  borrowers a r e  somewhat r e s t r i c t e d .  
The private ventures which do come t o  A.I.D. f o r  f inancing tend t o  
be the  l a rge r  development type investments requiring subs tan t i a l  
technical and f inanc ia l  documentation and a longer time period of 
preparation and implementation. 

The following t a b l e  s e t s  f o r t h  loans t o  p r iva te  borrowers by A.I.D.: 

PRIVATE D O m  LOANS AUTHORIZED 

11/4/61 - 3/15/63 

Amount $ I n t .  Repa~ment Terms 
Country Borrower U.S . A f f i l i a t e  ($ millions) Rate Years Grace Purpose 

Afghanistan 'Ariana - Afghan Air l ines  Pan-American World 2.6 3-112 10 3 Purchase of a i r c r a f t  
Airways 

Brazi l  COPERBO 3.4 5-314 10 3 Synthetic rubber 
Compznhia de Csrbonos Coloidoa 2.0 5-314 8 2 Carbon black 

EtTPt Societe Mizr pour l a  Rayonne 3.0 5-314 12 3 Viscose & cellophane 

India Premier Automobiles 

Delhi Cloth & Gen. Mills 

TrnCO 
Hindustan Motors, Ltd. 
NAPCO Bevel Gear Detroi t  Bevel Gear Co. 
West Coast Paper Mills,  Ltd. Rayonier 
Tata Power, Tata Hydroelectric 
Andhra Valley Power 

Pakistan Karachi E l e c t r i c i t y  Supply 
Corp., Ltd. 

3.0 5-314 1 5  2 Truck components 
Plant expans ion 

9.8 5-314 12 2 Rayon t i r e  cord & pulp 

13.7 5-314 10 2 Truck plant expansion 
15.8 5-314 10 2 Plant expansion 
2.3 5-314 9 2 Machine too l s  
6.3 5-314 - /  2 Paper, pulp, plant expansion 

17.9 3-112 18 2 E l e c t r i c i t y  generation 

26.0 3-112 25 4 ELectricity generation 

Turkey Seflon Sanayi ve Ticaret  Universal American 1.8 5-314 10 3 Nylon filament yarn 
Von Kohorn 

Korea Hyun Dai Construction 4.2 5-314 12 2 Cement plant 

Ghana VALCO (EXIMRANK i s  administering t h i s  loan, 
and has a l so  l e n t  VALCO $55 mil l ion)  

55.0 5-314 25 10 Aluminum development 
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D. Local Currency ( ~ o o l e y )  Loans 

Under Section 104(e) ,  T i t l e  I of P.L. 480, the Agricul tura l  Trade 
Develooment and Assistance Act of 1954, UP t o  25% of t h e  fore ign 
currencies received by the  U.S. Government in  payment f o r  surplus 
a g r i c u l t u r a l  commodities may be loaned t o  qual i f ied  borrowers t o  
develop business and expand trade.  These local  currency loans, 
usually ref  e r red  t o  a s  "cooley loans,  " a r e  named a f t e r  Congressman 
Harold D .  Cooley, who sponsored the  amendment t o  P.L. 480 s e t t i n g  
as ide  some of t h e  proceeds of c e r t a i n  surplus s a l e s  f o r  relending 
t o  U.S. p r iva te  businesses.  This program, formerly administered 
by the  Ex-Im Bank of Washington, was t ransferred t o  A.I.D. on 
January 1, 1962. 

Local currencies may be loaned t o :  ( a )  U.S. f irms o r  t h e i r  
branches, subsidiar ies ,  o r  a f f i l i a t e s  f o r  business development and 
t r ade  expansion i n  the  foreign country, or (b)  e i t h e r  U.S. firms 
o r  f irms of t h e  l o c a l  country f o r  expanding markets f o r ,  and con- 
sumption of U.S . a g r i c u l t u r a l  products abroad. 

The currencies  may be used by the  borrower to  develop h i s  business 
and t o  expand t r a d e  by financing such l o c a l  costs a s  expansion of 

p lant  and quipment,  land acquis i t ion,  working c a p i t a l  ( i n  most of 
t h e  c o u i t r i e s ) ,  i i d u s t r i a l  t ra i r i i rg ,  and other  uormal msLs or 
operations.  

Cooley loans t o  fore ign firms (non-u.s.-affi l iated borrowers) may 
be made only i f  they w i l l  be used t o  expand markets f o r  U.S. ag r i -  
c u l t u r a l  products. 

A.I .D.  Cooley loans usually bear i n t e r e s t  a t  r a t e s  comparable t o  
those charged by l o c a l  development banks. Maturit ies a re  r e l a t ed  
t o  t h e  purposes of financing. Loans a r e  repayable i n  t h e  currency 
borrowed, without maintenance of value. 

In  countries where the re  a r e  not s u f f i c i e n t  Cooley funds t o  meet 
t h e  demand, A.I .D.  may impose p r i o r i t i e s .  Data on t h e  a v a i l a b i l i t y  
of Cooley funds a r e  per iodical ly  published i n  A.I .D.  press re leases .  

In  calendar year 1962 arid t h e  f i r s t  two months of 1963, A.I.D. has 
made a number of Cooley loans,  p r inc ipa l ly  t o  U.S. a f f i l i a t e d  firms 
i n  Colombia, Greece, India, Pakistan and Taiwan. The t a b l e  on t h e  
following page s e t s  f o r t h  the  30 loans t o t a l i n g  t h e  equivalent of 
about $22 mi l l ion  i n  t e n  countr ies .  
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COOLEY FUNDS AWHORIrn 

1/1/62 - 3/8/63 

Amount Amount Repayment 
Loc .Cur. $ Equitx $ i n t  . Terms Grace 

Country Borrower U.S. A f f i l i a t e  ( i n  mill ions) r a t e  (years) Pumos e 

Colombia 

Greece 

India 

I r an  

Pakistan 

Turkey 

E m t  

China 

Korea 

Phil ippines 

Hogares Colombianos SA 
Productora de Papeles SA 
Goodyear de Colombia SA 
G i l l e t t e  de Colombia SA 
Owens-Illinois I n ' l  SA 
General Elec. de Colombia SA 

Mobil Hellas 
Dow Hellenic Industry- Ltd. 
Wood Industry Xelopan AE 
Voktas Feeds 

McNally-Bird Ehgr . Co. 
Victor Gasket India Pvt.Ltd. 
Synthetics & Chemicals Ltd. 
Harig-Malik 
Madras Rubber 
Wyman Gordon India Ltd. 

I n t  '1 Dairy Erg. Co. 

Pakistan Services Ltd. 

Pakistan Fabric Co. Ltd. 
Singer Sewing Machine CO. 
General Tire & Rubber Co. 

of Pakistan Ltd. 

Wyeth Laboratuvalari  AS 

US Royal Lastik Turk AS 
US Royal Lastik Turk AS 

P f i ze r  Egypt SAA 

Atlas Taiwan Corp. 
China A r t i f i c i a l  Fibre  Corp. 
P m c t e r  & Gamble Taiwan 

Shinhan Flour Mills  

White Rose Packing Corp. 

World Homes 
W.R.Grace 
Goodyear Rubber 
G i l l e t t e  Razor Co. 
Owens - I l l i n o i s  
General E lec t r i c  

Socony Mobil 
Dow Chemical 
Pappas & Skouras 
None 

McNally -Bird 
Victor Gasket 
Fi res tone 
Harig Mfg. 
Mansfield Tire  
Wyman Gordon Co. 

Foremost Dairies 

Pan. Am. A i r l ine  
Inter-Cont . Hotels 

None 
Singer 
General Tire  & 
Rubber Co. 

American Home 
Products 

US Rubber Co. 
US Rubber Co. 

P f i ze r  

Atlas Chemical 
None 
Procter  & Gamble 

None 

Francis H.Leggett 

Housing 
WP, paper 
Tires ,  tubes 
Razors & blades 
Glass mfg. 
Elec. prod. 

Service s t a .& marine 
P l a s t i c s  
Fibreboard 
Chicken farm 

Coal washeries 
Gaskets 
Synthetic rubber 
Machine too l s  
Tires  
S t e e l  forgings 

Dairy products 

Hotel 
Whse.bagging m i l l  
Sewing machines 

Tires  and tubes 

Pharm.chem.,baby food 
Tires  and tubes 
Tires  and tubes 

Ekplosives 
Cellophane 
Detergents 

Foodstuffs 

Fish canning 
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As of February 1, 1963, the  equivalent of $167 million was s t i l l  E, Fo~~r-_Cogtly_ Joint  Venture Pi lo t  Pro.ject 

available for  Cooley loans i n  loca l  currencies i n  26 countries, a s  
indicated by the table below: In the  z m e r  of 1962, A.I.D. established an action program t o  get 

joint ventures between U.S. and local  nationals established i n  
Mcal Currency U.S. s e x c  ~ e u  ~ r l u u s  cries i n  10ur Key countries : Colombia, Nigeria, 

Available muivalent Pakistan, and Thailand. 
Country Currency ( ~ n  $000) (1n $000) 

After the selection of f ive  key industries i n  each of the  p i l o t  
mom 

2,410 
countries, A.I.D., i n  collaboration with the Office of Interna- 

Finland New Finnish Markkas $ 751 t iona l  Investment, Department of Commerce, began locating U.S. 

AFRICA businessmen wllling t o  explore the  poss ib i l i ty  of investing i n  
Guinea Francs 17,438 71 specific joint  ventures within the  industries chosen. A.I.D. i s  
Morocco Dirhams 9,760 1,947 ass is t ing  these businessmen i n  putting together joint  venture 
Sudan Pounds 91 264 investments i n  which the U.S. company invests capi ta l  and techno- 
Tunisia Dinars 585 1,404 logica l  s k i l l s  and the  host country's partner furnishes capi ta l ,  

Total  - Africa-&ope 4,437 manpower, and knowledge of loca l  business practices.  A.I.D. Mis- 
sion and other appropriate o f f i c i a l s  i n  the  Bnbassy are  seeking out 

NEAR EAST local  businessmen who qualify as potential  joint  venture partners 
F g , ~ t  (EL?) pc.&ds 11, 450 26j383 with the  U.S. investor. While A.I.D. does not s e l ec t  the local  
Greece Drachmae 49,444 partner, it can help f ind  partners, and a s s i s t  i n  innumerable ways, 
I ran  Rials 131,307 those U.S. investors willing t o  explore opportunities on the  ground 
I s r a e l  Pounds 22,604 7,535 when they ar r ive  i n  the  country. 
Syr ia  (SAR) Pounds 13,487 3,549 
Turkey Lire 138,333 '5937' The specific programs which A.I.D. w i l l  employ i n  the  p i l o t  coun- 

SOUTH ASIA t r i e s  t o  induce U.S. firms t o  invest i n  these developing economies 

Ceylon Rupees 5,385 1,136 a re  those mentioned above, t ha t  i s :  Investment Surveys; Invest- 

India Rupees 312,020 65,855 ment Guaranties; Direct Dollar Loans; Subloans through development 

Pakistan Rupees 79,977 16,~09 banks; and local  currehcy Cooley loans. A.I.D. i s  b r i w i q  in to  

Total  - Near East and South Asia 1 4 0 , ~ ~  play a l l  of the  resources and techniques possible. Each investment 
proposal must, of course, stand on i t s  own merits. 

FAR EAST 
China New Taiwan Dollars 250,051 6,251 
Indonesia Rupiah 235,103 5,225 PART I11 - INVESTMENT G W I F S  
Korea Won 241,850 1,868 

* Philippines Pesos 11,943 3,062 A. General Review 
Vietnam Piastres 106,736 1,467 

Total  - Far East 17,873 Investment guaranties a re  designed t o  a s s i s t  i n  carrying out t he  
Congressional directive:  "to f a c i l i t a t e  and increase the  pa r t i c i -  

LATIN AMERICA pation of private enterprise i n  furthering the  development of the 
Bolivia Pesos 5,652 471 economic resources and productive capacit ies of less-developed 

* Chile Escudos 70 3O friendly countries and areas." There are  three  s ta tu tory  types: 
* Colombia Pesos 12,171 l,lol (1) The specific r i s k  guaranties which insure a U.S. investor 
* Ecuador Sucres 14,254 636 against l o s s  from: (a)  inconvert ibi l i ty of loca l  currency; (b) 

Faragmy C-uarani es 36,889 9 expropriation/confiseation; o r  (c) from war, revolution and insur- 
* Peru Soles 49,465 7 %  rection; (2) General extended r i sk  guaranties, through which a 
* Uruguay Pesos 1,801 par t icular ly  desirable and beneficial  investment may be insured 

Total  - Latin America 4, normally up t o  75$; and (3) Ektended r i sk  housing guaranties f o r  
GRANJJ TOTAL $166,970 selected self- l iquidating p i l o t  housing projects  i n  Latin America 

* Applications are  not being accepted f o r  most Latin American coun- only. 

t r i e s  o r  the Philippines, a s  applications already on hand exceed 
available funds . 153 
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(1) Specif ic  Risk Guaranties 

The new f l e x i b i l i t y ,  authorized i n  1961, f o r  t h e  basic agreement 
which i n s t i t u t e s  t h e  Guaranty Program i n  a country, has allowed 
negotiations t o  be opened and renewed with many countries and dur- 
~ n g  calendar 1962 t en  addi t ional  countries signed agreements t o  
i n s t i t u t e  the  program. As of April  10, 1963, the re  were 52 l e s s -  
developed countries pa r t i c ipa t ing  i n  t h e  Investment Guaranty Pro- 
gram. 

The l e g i s l a t i o n  of 1961 and 1962 broadened the  program and it has 
become increasingly a t t r a c t i v e  t o  the  U.S. investors.  The 1961 
amendments made it p la in  on t h e  face  of t h e  s t a t u t e  t h a t  expropria- 
t i o n  coverage can protect  against  breach of a concession agreement 
between the  foreign government and a U.S. investor.  The 1962 
amendments made it c l e a r  t h a t  guaranties a r e  backed by the  f u l l  
f a i t h  and c r e d i t  of t h e  United S ta tes .  

The e f fec t  of t h e  Guaranty Program on t h e  balance of payments has 
caused some concern. However, A.I.D. has polled the  insured 
investors  t o  determine where they had spent t h e i r  invested funds. 
The r e s u l t s  d i sc lose  t h a t  about 88% of the  insured investments were 
i n  the  form of U.S. exports--of equipment, mater ia ls ,  engineering, 
e tc . ,  leaving an i n i t i a l  do l l a r  outflow of l2$. Against even t h i s  
low outflow was t h e  continued expectancy, not only of re turn on the  
investment, but of expanded exports of components, equipment, e tc . ,  
t o  supply these  new fac to r ies .  

In  FY 1962 and so f a r  i n  FY 1963 t h e  issuance of investment guar- 
an t i es  reached record highs. In  FY 1962, t h e r e  were 91  contracts  
wri t ten f o r  a t o t a l  value of $306,658,200 and t o  date  (3/7/63) i n  
FY 1963 98 contracts  have been wri t ten f o r  a t o t a l  value of 
$196,942,880. In the  f i r s t  half  of FY 1963 t h e r e  were 246 appl i -  
cations received, compared t o  203 f o r  the  same period the  previous 
year.  On March 15, 1963 the re  were i n  process about 1,000 applica- 
t i o n s  f o r  guaranties f o r  countries already i n  the  program, to ta l ing  
over $3 b i l l i o n  and approximately 100 appl icat ions  f o r  countries 
not yet  signed up, t o t a l i n g  about $700 mill ion. 

Recently issued guaranties covered investments going t o  Thailand 
t o  es tab l i sh  a plant t o  manufacture and d i s t r i b u t e  t i r e s ,  tubes 
and r e l a t e d  products; t o  about 20 American subscribers f o r  a l a rge  
$72 mil l ion petrochemical complex i n  Argentina; t o  Vietnam f o r  
f a c i l i t i e s  f o r  the  production of sweetened condensed milk; t o  
Argentina f o r  plants  t o  produce carbon black and t o  construct 
truck axles;  t o  Bolivia f o r  housing and tungsten mining; t o  Hon- 
duras fo r  the  manufacture of cotton and burlap bags; t o  Peru f o r  a 

plant  t o  make f i s h  f l o u r  and other f i s h  products; t o  Pakistan and 
Tunisia for  continuing investments of construction contractors on 
developmental projects .  

(2) General Extended Risk Guaranties 

General extended r i s k  guaranties a r e  avai lable  f o r  use anywhere i n  
t h e  world f o r  economic development projects  with emphasis on those 
investments which fu r the r  soc ia l  progress and t h e  development of 
small independent business enterpr ises ,  including housing projects .  

General extended r i s k  guaranties f o r  equity investments w i l l  not, 
a s  a rule ,  be wri t ten t o  cover more than 50% of the  investment. 
By s t a tu te ,  t h e  coverage cannot exceed 75% of a loan investment 
(except fo r  housing guarant ies) .  This program w i l l  be administered 
on a p i l o t  bas is .  These guaranties w i l l  be used only where t h e  
p r iva te  investment meets normal A.I.D. c r i t e r i a ,  occupies a p r i -  
o r i t y  posit ion i n  t h e  host country's development planning, and 
where it can be demonstrated t h a t  the  p r iva te  investment would not 
be made unless t h e  extended r i s k  guaranty were granted. They w i l l  
not be used f o r  rout ine  pr ivate  sector  investments normally cov- 
ered by the specif ic-r isk  guaranty program. 

(3) Extended Risk Housing Guaranties f o r  Latin h e r i c a  

The authorization i n  l a s t  yea r ' s  l e g i s l a t i o n  of $60 mil l ion f o r  
Latin American housing guaranties was accompanied by the  creat ion 
of an o f f i ce  i n  t h e  Lat in  American Bureau t o  administer t h i s  
experimental demonstration program f o r  se l f - l iquidat ing p r iva te  
housing projects i n  Latin America. The program i s  d i rected toward 
ass i s t ing  i n  a l l ev ia t ing  t h e  obstacles t o  home ownership of middle 
and lower middle income famil ies  through t h e  stimulation of p r iva te  
investment. 

Guaranties a r e  avai lable  f o r  t h e  construction of new housing proj-  
ec t s  t h a t  would not have been undertzken without a United S ta tes  
Government guaranty. The guaranty would a t t ach  t o  t h e  long-term 
mortgage-type financing required t o  carry out a p r iva te ly  financed 
housing project.  The extended r i s k  guaranty f o r  t h i s  program cov- 
e r s  the  same r i s k s  a s  t h e  extended r i s k  coverage under Section 
22l(b) (2). While A.I.D. may not f u l l y  guaranty an investment, and, 
i n  f a c t ,  is  now guarantying a maximum of 90% of an investment, t h e  
investor may obtain  from other  sources secur i ty  f o r  t h a t  pa r t  of 
t h e  investment not guarantied by A.I.D. The f e e  charged f o r  t h i s  
guaranty i s  the  same a s  t h a t  f e e  charged under Section 221(b)(2). 

The in te res t  of both U.S. and Lat in  American builders caused num- 
erous inquir ies  including many proposals i n  some advanced stages 
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The explanation f o r  each of these  requests follows: of drvr lopner~t  . ?lip more r i ~ v i = l o p 4  p ro jec t s  were examined i n i -  
t i a l l y ,  and t t a  da te  swll  ~ l r ~ u t i i i i u ~ ~ . ,  t r f 3  ht-iiy, u ~ d e r ~ a k e n  on an 
irlterlbive bas i s  f o r  $ 6 ~  mil l ion ul projec ts ,  with add i t iona l  pre- 
I iminary review of $ j0  mi l l ion  of D ~ O  i ec t s .  

The ea r ly  months of operations of t h e  Housing Guaranty Office con- 
cent ra ted  on thoroughly revir-wine t h e  technical  aspects  of t h e  
projec ts ,  and t h e  second s t a e e  of negot ia t ing  agreements f o r  t h e  
p ro jec t s  i s  now under way. Several  guaranties have already been 
issued.  This y e a r ' s  program has now been scheduled so t h a t  proj -  
ec t s  w i l l  be approved on a continuing bas i s  t o  t h e  end of t h i s  
f i s c a l  yea r .  

The g rea t  demand by p r iva te  inves tors  t o  p a r t i c i p a t e  i n  t h e  Hous- 
ing Guaranty Program and t h e  many good projec ts  t h a t  have been 
proposed have created  a demand f a r  exceedi.ng the amount of funds 
present ly  ava i l ab le .  

B. New Leg i s l a t ion  Requested ---- 

(1) No Fur ther  Appropriation 

Last year i n  ac t ing  upon t h e  request  f o r  a $180 mi l l ion  increase  
i n  A.I.D.'s reserves behind a l l  investment guaranties,  Congress 
swges ted  a new approach be taken t o  reserves.  The new approach 
would have t h e  reserves  avai lable  t o  meet l i a b i l i t i e s  on a f i r s t -  
come, f i r s t - s e r v e d  bas is ,  with t h e  understanding t h a t  i f  reserves  
became se r ious ly  depleted Congress would add to  them. The most 
j-mportant of t h i s  y e a r ' s  l e g i s l a t i v e  proposals, discussed more i n  
Par t  (3) below, deals  with t h i s  question. Essent ia l ly  we a r e  not 
seeking f u r t h e r  reserves because we bel ieve  two th ings:  one, t h a t  
present r e se rves  a r e  adequate, i f  made available,  t o  meet claims 
l i k e l y  t o  mature before an add i t iona l  appropriat ion could be 
obtained; and, two, t h a t  t h e  f u l l  f a i t h  and c red i t  of t h e  United 
S t a t e s  a r e  behind each and every investment guaranty so t h a t  Con- 
gress  would appropr ia te  any f u r t h e r  necessary sums. 

(2) Increased Issuing Authority 

A . I . D .  i s  seeking enlargement of i ssuing author i ty  a s  follows: 
(a)  s p e c i f i c  r i s k s  of i~lcoil v e r t i b i l i t y  , expropriat ion,  and war, 
revolut ion and insurrec t ion,  an increase  of' $1.2 b i l l i o n  t o  a t o t a l  
f o r  outstanding guaranties of $2.5 b i l l i o n ;  (b) extended r i s k  f o r  
p r i o r i t y  p r o j e c t s  throughout t h e  world, including housing, an 
increase  of $120 mil l ion  t o  a t o t a l  of $300 mill ion;  and (c)  
extended r i s k  f o r  Lat in  American housing pra jec ts ,  an increase  of 
$90 m i l l i o n  t o  a t o t a l  of $150 mil l ion .  

( a )  Sperif ' ic  Risk. The amount of guaranty coverage issucd i n  ca l -  
endar V R R ~  1962 was a l r n n r i  n r  yr~7t I_S the +n+nl ; r r . , n a  q n  + h ~  

prvceding 1 4  years of t h e  program's operation.  $440 mi l l ion  worth 
of specif  i c - r i s k  coverage was issued i n  1962. A.I .D.  ' s  present 
i ssuing au thor i ty  under t h e  spec i f i c - r i sk  program i s  l i m i t e d  t o  
$1.3 b i l l i o n  outstanding a t  any one time. I n  mid-March of 1963, 
t h e  t o t a l  amount of such coverage outstanding was near ly  $900 m i l -  
l i o n ,  leaving spec i f i c - r i sk  i ssuing au thor i ty  of some $400 mil l ion .  
The requested increase  i n  i ssuing au thor i ty  of $1.2 b i l l i o n  i s  
designed t o  be adequate f o r  severa l  years.  This degree of continu- 
i t y  i n  t h e  a v a i l a b i l i t y  of t h e  program i s  important because of t h e  
time normally required by t h e  p r i v a t e  inves tors  t o  reach an inves t -  
ment decis ion.  Generally a t  l e a s t  two years pass between t h e  f i l -  
i ng  of a preliminary app l i ca t ion  f o r  an investment guaranty and t h e  
f i n a l  decis ion t o  inves t .  

A t  present,  875 appl ica t ions  a r e  on hand seeking coverage t o t a l i n g  
over $3 b i l l i o n .  Past  experience ind ica te s  roughly one-third of 
these  r e l a t e  t o  investments which should receive  guarant ies .  Thus, 
i f  not one s ing le  add i t iona l  appl ica t ion were accepted a f t e r  today, 
dealing f a i r l y  with those  who have a l ready applied would r equ i re  
an increase  i n  spec i f i c - r i sk  i ssuing au thor i ty  of approximately $1 
b i l l i o n ,  o r  approximately t h e  increase being sought. 

(b) &l Risk - General. An increase  i n  i ssuing au thor i ty  f o r  gen- 
e r a l  a l l  r i s k  guarant ies  has a l so  been sought even though no such 
guaranty has yet  been issued.  Several  reasons e x i s t  f o r  t h i s .  
Applications have been received by A.I .D.  i n  an amount s u f f i c i e n t  
t o  use up ex i s t ing  author i ty .  I n t e r n a l  measures a r e  being taken 
within t h e  Agency t o  increase  Agency concentration on these  app l i -  
ca t ions .  As i s  t h e  case with t h e  spec i f i c - r i sk  guaranties,  con- 
t i n u i t y  of a v a i l a b i l i t y  i s  important t o  t h e  business community. 

( c )  A l l  Risk - Lat in  American Housing. With t h e  expectation t h a t  
t h e  $60 mi l l ion  authorized f o r  t h i s  y e a r ' s  guarant ies  w i l l  have 
been committed by t h e  end of t h i s  f i s c a l  year,  accompanied by t h e  
great  demand by p r iva te  inves tors  t o  p a r t i c i p a t e  i n  t h e  Housing 
Guaranty Program, it i s  believed t h a t  t h e  increase  i n  t h e  s t a t u t o r y  
ce i l ing  i s  required  t o  continue the  program. Preliminary review of 
many new appl ica t ions  being received ind ica te s  t h a t  t h e  increase  i n  
t h e  s t a t u t o r y  c e i l i n g  can be committed i n  f u l l  during t h e  next f i s -  
c a l  year .  

i n ~ f i c a n c e  of Proposed Changes i n  t h e  Law (3) 

Most of t h e  amendments being proposed a r e  responsive t o  t h e  sug- 
ges t ions  of t h e  87th Congress concerning reserves  behind investment 
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guaranties.  A s  indicated above, the  most s ign i f i can t  of the  
changes i s  designed t o  make the  present reserves of nearly $300 
mil l ion avai lable  t o  serve claims a r i s ing  on a first-come, f i r s t -  
served bas i s  from the  nearly $3 b i l l i o n  of guaranty coverage t o  be 
authorized. Any sudden influx of subs tan t i a l  claims would necessi- 
t a t e  a request t o  Congress f o r  a fu r the r  appropriation. 

Since investment guaranties a r e  obligations of the  United Sta tes ,  
the re  i s  no bas i s  f o r  doubting t h a t  Congress would provide the  
necessary monies t o  discharge proper claims promptly a s  they f e l l  
due. 'I'he h i s t o r y  of claims t o  date  i n  the  pss t  15 years of the  
program's operation indicates  t h a t  the  present reserves a r e  proba- 
bly more than adequate t o  take care of claims t h a t  could be a n t i c i -  
pated a s  maturing i n  any given f i s c a l  year. A s ign i f i can t  r e s u l t  
of the  technical  change making the  reserves f r e e l y  avai lable  f o r  
a l l  guaranties would be t o  s t a t e  exp l ic i t ly  i n  the  s t a t u t e  t h a t  
guaranties a r e  contingent obligations backed by t h e  f u l l  f a i t h  and 
c red i t  of the  United S ta tes .  That conclusion i s  correct  i n  the  
opinion of the  General Counsel of A.I.D. which we expect t o  be con- 
firmed by an opinion of the  Attorney General. 

A fu r the r  proposed change would permit guaranties t o  be issued t o  
foreign subsidiar ies  of U.S. corporations, where the  only shares 
not owned by t h e  U.S. parent were shares required by law t o  be 
held by others  and where t h e  U.S. parent owned 95% of the  shares. 
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VJLUNTARY Fcr  FY 1',!6&, $1 ?6,0f0,000 i s  r e q u e s t e d  t o  c u v c r  vol urLlary c o r t r i -  
I'ONTR I I W  IONS TO INTERNATIONAL L u t i o r ~ s  of the United S t a t e s  t o  e i g h t  i n t e r n a t i o n a l  programs which 

ORGANIZATIONS AND PROGRAMS f u r t h e r  t h e  o b j e c t i v e s  no ted  above. This  r c ~ r ~ s e n t ~ s  a  dempasp  i n  
t h e  number and arnount,~ f o r  programs funded under t h i s  t i t l e  of  

SUMMARY OF PROPOSED FY 196L GONTRIHUTIONS some 10% under l a s t  y e a r ' s  l e v e l .  I n  some i n s t a n c e s ,  t h e  programs 
have achieved t h e i r  o b j e c t i v e  or o t h e r  arrangements  have been made 

( I n  thousands of  d o l l a r s )  f o r  t h e i r  f i n a n c i n g .  The c o s t s  of U.N. peace-keeping o p e r a t i q n s  
a r e  c u r r e n t l y  be ing  f inanced  from t h e  proceeds of  t h e  1J.N. bond 

UNTA and S p e c i a l  Fund $ 55,000 i s s u e  and it i s  hoped a  new b a s i s  f o r  f i n a n c i n g  t h i s  t y p e  of  
UN Economic A s s i s t a n c e  t o  t h e  Congo 5,000 a c t i v i t y  w i l l  be worked o u t  by t h e  U.N. i n  a  way which w i l l  avo id  
UN R e l i e f  and Works Agency f o r  P a l e s t i n e  Refugees 17,200 t h e  need f o r  v o l u n t a r y  c o n t r i b u t i o n s  such a s  have been made i n  t h e  
UN C h i l d r e n ' s  Fund 12,000 p a s t  by t h e  United S t a t e s .  The World H e a l t h  Organiza t ion  (WHO) 
FA0 World Food Program 2,000 s p e c i a l  programs a r e  be ing  absorbed i n t o  t h e  r e g u l a r  a s s e s s e d  
IAEA O p e r a t i o n a l  Program 1 ,250  budget of  WHO and t h e  North A t l a n t i c  T r e a t y  Organiza t ion  (NATO) S c i -  
WHO S p e c i a l  Programs 500 ence Program has  a l r e a d y  made t h i s  t r a n s i t i o n .  P r o j e c t s  of  r e g i o n a l  
Indus Waters 43,100 o r g a n i z a t i o n s ,  such a s  t h e  Asian P r o d u c t i v i t y  Organiza t ion  and 

T o t a i  $135,050 t h e  C c m i s s l o n  f o r  Technica l  Cooperat ion Soilth of t h e  Sahara a r e  
being funded under Regional  Development Grants .  

I n  a c h i e v i n g  t h e  broad o b j e c t i v e s  of t h e  Foreign A s s i s t a n c e  Pio- 
gram t h e r e  a r e  some a c t i v i t i e s  which it i s  d e s i r a b l e  f o r  t h e  
United S t a t e s  t o  channel  th rough  m u l t i l a t e r a l  o r g a n i z a t i o n s .  The 
United Nat ions  fami ly  of  agenc ies  and a  number o f  r e g i o n a l  o rgan i -  
z a t i o n s  a l l  ow f l e x i b i l i t y  i n  t h e  e x e c l ~ t i o r .  cf programs f o r  main- 
t a i n i n g  peace and s e c u r i t y  and f o r  d i r e c t i n g  economic and t e c h n i c a l  
a s s i s t a n c e ,  and t h u s  p rov ide  a  d e s i r a b l e  supplement t o  d i r e c t  
a s s i s t a n c e  from t h e  United S t a t e s .  

The u s e  o f  t h e s e  a g e n c i e s ,  supported by many n a t i o n s ,  permi t s  
g r e a t e r  use  of  t h e  f i n a n c i a l  r e s o u r c e s  of  other  developed c o u n t r i e s  
and,  of  i n c r e a s i n g  importance, t e c h n i c a l  s k i l l s  which a r e  i n  s h o r t  
supply.  C e r t a i n  elements  of development a s s i s t a n c e ,  such a s  t h o s e  
designed t o  l e a d  t o  a d m i n i s t r a t i v e  o r  f i n a n c i a l  re forms  a r e  o f t e n  
more r e a d i l y  accep ted  by t h e  less-developed c o u n t r i e s ,  and hence 
t e n d  t o  be  more e f f e c t i v e  i f  g iven  by m u l t i l a t e r a l  o r g a n i z a t i o n s  of 
which t h e y  a r e  members. S i m i l a r l y ,  i n  c e r t a i n  a c u t e  circumstances,  
such a s  t h e  Congo, t h e r e  may be  important  U.S. p o l i t i c a l  and secu-  
r i t y  i n t e r e s t s  i n  avo id ing  t h e  r i s k  o f  r i v a l r y  i n h e r e n t  i n  a d i r e c t  
c o n f r o n t a t i o n  of  b i l a t e r a l  programs. F i n a l l y ,  mature  develop- 
ment of  i n t e r n a t i o n a l  agenc ies  i s  i n  i t s e l f  a  v i t a l  n a t i o n a l  
o b j e c t i v e  t o  which we a r e  deep ly  committed. M u l t i l a t e r a l  organiza-  
t i o n s  endowed w i t h  t h e  c a p a c i t y  t o  a c t  i n  t h e  i n t e r e s t  of  s e c u r i t y  
and development have a  fundamental r o l e  i n  t h a t  open world s o c i e t y  
of  independent  and s e l f - s u f f i c i e n t  n a t i o n s  which i s  t h e  u l t i m a t e  
goa l  of  our  f o r e i g n  p o l i c y .  
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1. UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PFiOGRAM 
AND SPECIAL FUND 

(1n thousands of d o l l a r s )  

FY 1962 Contribution 
FY 1963 Estimate 
FY 1964 Request 

The United Nations Expanded Technical Assistance (UNTA)  Program 
was e s t ab l i shed  by the  United Nations General Assembly i n  1950 t o  
provide t echn ica l  a s s i s t ance  i n  s t imula t ing  the  economic and soc- 
i a l  progress of t he  developing countr ies .  The program provides 
exper ts ,  fe l lowships  and demonstration suppl ies  and equipment t o  
coun t r i e s  a t  t h e i r  reques t ,  using the  spec ia l i zed  agencies and 
In t e rna t iona l  Atomic Energy Agency (IAEA) t o  execute the  p ro jec t s  
i n  t h e i r  p a r t i c u l a r  f i e l d  of coapetence. 

The U . N .  Specia l  Fund, which was e s t ab l i shed  by the  United Nations 
General Assembly a s  a  r e s u l t  of U.S. i n i t i a t i v e ,  began operations 
i n  January 1959. It a c t s  through these  same agencies but a l s o  
d i r e c t l y  t o  r a i s e  production and product iv i ty  through e s s e n t i a l  
preinvestment a c t i v i t i e s ,  such a s  surveys and f e a s i b i l i t y  s tud ie s  
-- t o  r evea l  wealth-producing p o t e n t i a l i t i e s ;  appl ied  research  -- 
t o  f i n d  new uses f o r  l o c a l  ma te r i a l s  and products;  and manpower 
t r a i n i n g  and t echn ica l  education -- t o  develop vocat ional  and 
t echn ica l  s k i l l s  t o  permit t he  f u l l e r  exp lo i t a t ion  of na t iona l  
resources .  These p r o j e c t s  genera l ly  cos t  over a  quar ter  of a  m i l -  
l i o n  d o l l a r s  each and have a  l i f e  of four o r  f i v e  years .  To da te ,  
some 288 p r o j e c t s  have been approved a t  a  cos t  t o  the  fund of 
$253,928,400 wi th  an add i t iona l  $399,751,616 being provided by the  
r e c i p i e n t  countr ies  i n  l o c a l  support .  

Our contribution reques t  fo r  t hese  two programs i n  FY 1964 is $55 
mil l ion .  Several  years  ago t h e  United S ta t e s  a c t i v e l y  supported 
the  establishment of a  t a r g e t  of $150 mi l l ion  a s  t h e  annual pro- 
gram level  f o r  t he  UN Technical Assistance Program and Special  
Fund. The success of these  programs may be measured by the  mount- 
ing support they have received from other governments. The l e v e l  
of contributions has increased from $20 mi l l ion  in 1951 t o  about 
$112 mill ion i n  1962, while t he  U.S. share hss declined Prom 60 
t o  40%. We plan t o  repeat  our pledge t o  match 40% of t o t a l  
contributions up t o  $150 mi l l ion  a t  t h e  pledging conference t h i s  
f a l l  since t h i s  goal  and t h e  U.S. pledge of up t o  $60 mi l l ion  have 
become associated with our promotion of t he  1960s a s  t he  Decade of 
Development. However, on t h e  b a s i s  of our est imate t h a t  ac tua l  
pledges w i l l  run  on the  order of $135-140 mi l l i on  i n  1964, we a r e  
l imi t ing  our appropr ia t ion  reques t  t o  $55 mi l l ion  a t  t h i s  time. 

In order t o  make t h e  U.S. cont r ibut ion  more e f f e c t i v e  in  s t imula t ing  
other governments t o  increase  t h e i r  pa r t i c ipa t ion ,  t he  United S ta t e s  
has,  during t h e  l a s t  year ,  e s t ab l i shed  a  cut-off da te  of two years  
beyond which it w i l l  not continue t o  match other government cont r i -  
butions. A s  a  fu r the r  measure of irnprovsd f i n a n c i a l  administrat ion 
of our cont r ibut ions ,  t he  United S t a t e s  i s  arranging t o  deposit  i ts  
payments i n t o  a  spec ia l  "escrow" account i n  t h e  U.S. Treasury, 
where these funds w i l l  remain u n t i l  ac tua l ly  needed t o  meet p ro jec t  
cos t s  incurred by t h e  Spec ia l  Fund. 
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IUNITED ?!il'I'lr'iMS ECONOMIC MSISTANCE TO THE CONGO 

(1n thousands of do l l a r s )  

* FY 1962 Contr i t u t i o n  
FY 1963 Estimate 
FY 1964 Request 

The p i c t u r e  i n  t h e  Congo has changed sharply s ince  l a s t  y e a r ' s  
Presenta t ion .  In view of t he  dramatic progress made r ecen t ly  i n  
uni fy ing the  ariminist,rat,ion, it appears t h a t  t h e r e  w i l l  be l e s s  of 
a  c a l l  f o r  U.S. support f o r  peace-keeping a c t i v i t i e s  of the  U.N.  
and some of t hese  resources  may be sh i f t ed  t o  the  nation-building 
e n t e r p r i s e  which the U.N.  now plans t o  accelera te .  

The p r i n c i p a l  objec t ives  of t he  United S ta t e s  i n  the  Congo a r e  t h e  
~ a i n t e n a n c e  of a  m i f i e d R e p u b l i c  of t he  Cocgo and a  Central  Gov- 
ernment no t  unfr iendly  t o  the  West. Economic s t a b i l i t y  i s  a  nec- 
e s sa ry  f a c t o r  i n  assur ing  the  at tainment of these objec t ives  and 
t h a t  t he  U.N.  i s  the  most appropr ia te  instrument f o r  t he  coordina- 
t i o n  and d i r ec t ion  of ex te rna l  a s s i s t ance  provided by f r i end ly  
na t ions  i n  support of t h i s  goal .  The promotion of i n t e r n a l  secu- 
r i t y  through t r a i n i n g  and equipping a  l o y a l  gendarmerie a s  t h e  U.N. 
f o rces  a r e  withdrawn, and the  development of a  pa r ty  s t r u c t u r e  
enabling the  Central  Government t o  extend i t s  influence i n t o  t h e  
p r o v i ~ ~ c e s  and obtain a  broad base oI" support a r e  Yurther aspects  
of t h e  same problem. 

The success of t he  U.N.  m i l i t a r y  operation in preventing t h e  f r ag -  
mentation of t he  country has enabled the  U.N. and the  Government 
of t h e  Congo t o  tu rn  r e a l i s t i c a l l y  t o  t h e  serious problem of con- 
t inued economic s t a b i l i t y .  In s p i t e  of growing production and 
r i s i n g  imports, t he  Congo s u f f e r s  from a  severe i n f l a t i o n  which 
can be checked only i f  a  soundly financed and d i r ec t ed  s t a b i l i z a -  
t i o n  program i s  created.  This w i l l  r equ i r e  the imposit ion of 
e f f e c t i v e  budgetary procedures and methods of t a x  co l l ec t ion ,  
c lose  con t ro l s  over government expenditures,  the  establishment of 
sound exchange r a t e s ,  and ex te rna l  support s u f f i c i e n t  t o  maintain 
a  minimum l e v e l  of imports and t echn ica l  serv ices .  

To avoid thc  r i s k  of r i v a l &  inhsrent  i n  the  d i r e c t  confi-ontation 
o r  L i l a t e r a l  progLanis, the United S t a t e s  i s  seeking t o  form a  
"Congo Club" of f r i end ly  povernments who would share t h i s  t a s k  by 
cont r ibut ing  l i l a t e r a l  a s s i s t ance  under t h e  coordinating au tho r i ty  
of a  high l e v e l  executive s t a f f  of U . N .  management and publ ic  
f inance exper ts ,  a s s i s t e d  by a  corps of experienced U.N.  t echni -  
c ians  i n  the  various m i n i s t r i e s .  Emphasis w i l l  be l a i d  on securing 
expe r t i s e  i n  the  a reas  of g r e a t e s t  na t iona l  importance -- i n t e r n a l  
s ecu r i ty ,  fore ign  exchange con t ro l ,  coordination of i n t e r n a l  a i d ,  
and the  adminis t ra t ion  of publ ic  f inances .  

A t  t h e  same time, t he  United S t a t e s  w i l l  propose t h a t  t h e  volun- 
t a r y  U . N .  Fund f o r  t he  Congo, which i s  present ly  t h e  p r inc ipa l  
source of funding for  U.N. t e chn ica l  a s s i s t ance  a c t i v i t i e s  i n  t h e  
Congo, be phased out  over t h e  next few yea r s .  Technical work done 
by t h e  Specia l ized  Agencies with Congo Fund resources should i n  
1964 begin t o  be f inanced t o  a l imi t ed  extent  from t h e  regular  
assessed budget of t h e  Specia l ized  Agencies and from t h e  UNTA and 
Specia l  Fund a s  appropr ia te .  

I t  i s  estimated t h a t  1964 requirements f o r  cont r ibut ions  t o  t h e  
s t a b i l i z a t i o n  of t h e  Congolese economy with some measure of devel- 
opment would cos t  i n  t h e  na ture  of $150 mi l l ion .  This would in -  
clude t h e  commodity import program including a g r i c u l t u r a l  imports, 
fore ign  exchange a s s i s t ance ,  t h e  Congo Fund, and o ther  t echn ica l  
a s s i s t ance .  It would s p e c i f i c a l l y  exclude t h e  se rv ic ing  of any 
pas t  debt and the  discharge of pension requirements. 

The United S t a t e s  has taken t h e  pos i t i on  t h a t  a  much l a r g e r  share  
of t h e  t o t a l  a s s i s t ance  requi red  by t h e  Congo should come from 
other member governments. Maintenance of a  f r i end ly  v i ab le  regime 
following t h e  successful  outcome of t h e  U.N.  i n t e rven t ion ,  achieved 
a t  t he  cos t  of a  major commitment of U . N .  and U.S. resources ,  
warrants a  pledge of continued U.S. support  a t  t h i s  l eve l .  Es t i -  
mated cont r ibut ions  from o the r s  i n  1964 include:  t h e  Organization 
f o r  European Economic Cooperation ( O E E C ) ,  w-12 mil l ion;  t h e  
United Kingdom, $2-5 mi l l ion;  Germany, $10 mil l ion ;  and o the r s  an 
unknown amount, which would place Belgium's p o t e n t i a l  cont r ibut ion  
i n  t h e  range of $40-50 mil l ion  i f  t he  s t a b i l i z a t i o n  and develop- 
ment program i s  t o  operate a t  the  $ l jZ mi l l i on  l e v e l .  
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The United S t a t e s  would pro2ose t o  c o n t r i b u t e  $45 m i l l i o n  from t h e  
fo l lowing  s o u r c e s :  $5 m i l l i o n  t o  t h e  Congo Fund f o r  c e n t r a l i z e d  
d i r e c t i o n  and t e c h n i c a l  a s s i s t a n c e  from t h e  a p p r o p r i a t i o n  f o r  
C o n t r i b u t i o n s  t o  I n t e r n a t i o n a l  Organiza t ions ;  $40 m i l l i o n  i n  l o a n s  
and g r a n t s  of  Support ing A s s i s t a n c e  t i e d  t o  t h e  purchase of U.S. 
commodities. I n  a d d i t i o n ,  approximate ly  $30 million i n  P.L. 480 
f o o d s t u f f s  would be provided.  These s u r p l u s  a g r i c u l t u r a l  commod- 
i t i e s  w i l l  d i r e c t l y  reduce  t h e  need f o r  a p p r o p r i a t e d  d o l l a r s  t o  
t h e  maximum e x t e n t  p o s s i b l e .  

A s  economic c o n d i t i o n s  i n  t h e  Congo improve, it i s  proposed t o  
s h i f t  our a i d  t o  t h e  g r e a t e s t  e x t e n t  f e a s i b l e  from g r a n t s  t o  l o a n s .  
The a b i l i t y  of  t h e  Congo t o  assume a d d i t i o n a l  e x t e r n a l  d e b t ,  and 
consequently our a b i l i t y  t o  i n c r e a s e  t h e  l o a n  p o r t i o n  o f  our a i d ,  
i s  h e a v i l y  dependent upon t h e  outcome o f  Belgian-Congolese n e g o t i a -  
t i o n s  on t h e  d i s p o s i t i o n  of  about  $1 b i l l i o n  of  pre-investment 
Congo d e b t .  

The $5 m i l l i o n  c o n t r i b u t i o n  t o  t h e  U.N. Congo Fund r e q u e s t e d  h e r e  
compares w i t h  some $3 m i l l i o n  we p l a n  t o  p rov ide  from FY 1963 
funds.  T h i s  amount would be made a v a i l a b l e  t o  match o t h e r  coun- 
t r i e s t  c o n t r i b u t i o n s  on a  d o l l a r - f o r - d o l l a r  b a s i s .  

3. UNITED NATIONS RELIEF AND WORKS AGENCY FOR PALESTINE REFUGEES 

(1n thousands of  d o l l a r s )  

FY 1362 C o n t r i b u t i o n  
FY 1963 Es t imate  
FY 1364 Request 

For t h e  United Nations R e l i e f  and Works Agency f o r  P a l e s t i n e  Refu- 
gees (UNRWA) we a r e  a g a i n  r e q u e s t i n g  $17.2 m i l l i o n  and a u t h o r i z a t i o n  
t o  provide some $7.5 m i l l i o n  i n  r e l i e f  f o o d s t u f f s  through P.L. 480 
c o n t r i b u t i o n s .  While t h e  b a s i c  problem remains unsolved,  new 
i n i t i a t i v e s  w i l l  be undertaken w i t h  t h e  Agency t o  s t i m u l a t e  s h i f t s  
i n  program emphasis which u l t i m a t e l y  should l e a d  t o  t h e  ach ieve-  
ment o f  a g r e a t e r  degree  o f  s e l f - s u p p o r t  by t h e  r e f u g e e s  and a  
diminution of  t h e  need f o r  U.S. a s s i s t a n c e .  This  may involve  some 
s l i g h t  i n c r e a s e  i n  t h e  d o l l a r  component of  our support  f o r  t h i s  
program not c u r r e n t l y  r e f l e c t e d  i n  t h e  budget e s t i m a t e s ,  b u t  every  
e f f o r t  w i l l  be  made t o  reduce  t h e  d o l l a r  o u t l a y  by cont inu ing  t o  
u t i l i z e  U.S.-owned l o c a l  c u r r e n c i e s  and s u r p l u s  foods a v a i l a b l e  
under P.L. 480. 



PT 1'162 ( 'ontribut,ion 
FY 1363 Es t imate  
FY 136L Request 

$1 2,000 FI' 106% C o n t r i b u t i o n  
12,000 FY 1961 Es t imate  
12,000 FY 1964 Request 

One of  t h e  programs f o r  which we a r e  r e q u e s t i n g  funds a t  t h e  same 
l e v e l  a s  l a s t  year  is  t h e  U.N.  C h i l d r e n ' s  Fund (TJNIcEF), which 
c a r r i e s  o u t  a  w e l l a d m i n i s t e r e d  program i n  the f i e l d s  of h e a l t h  
s e r v i c e s ,  d i s e a s e  c o n t r o l ,  n u t r i t i o n ,  and educat ion t o  f u r t h e r  t h e  
w e l f a r e  o f  c h i l d r e n  and mothers i n  t h e  lesser-developed c o u n t r i e s .  
Due t o  t h e  wide-spread acceptance of  t h i s  a c t i v i t y  by member n a t i o n s  
around t h e  world,  t h e  United S t a t e s  has  been a b l e  t o  b r i n g  i t s  s h a r e  
of t h e  t o t a l  c o n t r i b u t i o n s  down t o  40% w h i l e  main ta in ing  our  con- 
t r i b u t i o n  a t  a  f i x e d  $12 m i l l i o n .  It  i s  c u r r e n t l y  contemplated 
?;hat a  U.S. c o n t r i b u t i o n  o r  $12 r r ~ i l i i u n  w i l l  meet our s h a r e  o f  t h e  
1964 program. 

$2 m i l l i o n  i s  proposed f o r  t h e  World Food Program i n i t j a t e d  through 
t h e  Food and A g r i c u l t u r e  Organiza t ion  l a s t  y e a r .  This  cash con- 
t r i b u t i o n ,  s u t ~ j e c t  t o  t h e  same 40% matching formula which a p p l i e s  
t o  t h e  UNICEF and UIWA, w i l l  he supplemented by c o n t r i t u t i o n s  of  
P.L. 480 s u r p l u s .  The i n i t i a l  program i s  of  t h r e e  y e a r s '  dura- 
t i o n  and c a l l s  f o r  a  t a r g e t  of  $100 m i l l i o n  i n  c o n t r i b u t i o n s .  
Toward t h i s  we have pledged $40 m i l l i o n  i n  s u r p l u s  a g r i c u l t u r a l  
commodities and $4 m i l l i o n  i n  t r a n s p o r t a t i o n  f inanced  under P.L. 
480, and $6 m i l l i o n  on a  matching b a s i s  toward t h e  c o s t s  of  
a d m i n i s t r a t i o n ,  srhich wc plar? t o  fund from t h i s  a p p r c p r i a t i o n ,  
We a r e  now r e q u e s t i n g  $2 m i l l i o n  f o r  our  second i n s t a l l m e n t  a g a i n s t  
our pledge of  $6 m i l l i o n .  
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6. INTERNATIONAL ATOMIC ENERGY AGENCY OPERATIONAL PROGRAM 7. WORLD HEALTH ORGANIZATION SPECIAL PROGRAMS 

( In  thousands of d o l l a r s  ) (1n thousands of d o l l a r s )  

FY 1962 Contribution 
FY 1963 Estimate 
FY 1964 Request 

$ 641 FY 1962 Contribution 
1,250 FY 1963 Estimate 
1,250 FY 1964 Request 

The I n t e r n a t i o n a l  Atomic Energy Agency ('L4EA) was founded i n  1957 
with t h e  encouragement of t h e  United S t a t e s .  It has s ince  rece ived  
f i n a n c i a l  and t echn ica l  support  i n  t h e  b e l i e f  t h a t  it w i l l  promote 
c l o s e r  t i e s  between t h e  United S t a t e s  and o t h e r  na t ions  i n  t h e  f i e l d  
of nuclear  energy, enhance t h e  p r e s t i g e  of American l eade r sh ip  i n  
s c i ence  and technology, and p lay  an  inc reas ing ly  important r o l e  i n  
e s t a b l i s h i n g  i n t e r n a t i o n a l  r u l e s  and r egu la t ions  i n  such f i e l d s  a s  
h e a l t h  and s a f e t y ,  t h i r d  p a r t y  l i a b i l i t y ,  and atomic waste d i sposa l .  

I n  a d d i t i o n  t o  our assessed  con t r ibu t ion  t o  IAEA's r egu la r  budget, 
t h e  United S t a t e s  has i n  pas t  yea r s  cont r ibuted  a d d i t i o n a l  amounts 
on a  matching bas i s  t o  t h e  ope ra t iona l  program which provides f e l -  
lowships, exper ts  and equipment i n  t h e  f i e l d  of nuclear  energy t o  
t h e  l e s s e r  developed coun t r i e s  p lus  c e r t a i n  l abo ra to ry  se rv i ces  
u s e f u l  a s  we l l  t o  more advanced member s t a t e s .  The same contribu- 
t i o n  of up t o  $750,000, made a v a i l a b l e  i n  FY 1963, i s  proposed f o r  
t h i s  purpose i n  FY 1964, represent ing  a  U.S. share  of approximately 
50% of t h e  voluntary budget. 

In  add i t i on  t o  t h i s  d i r e c t  support  t o  t he  IAEA opera t ional  program 
through voluntary con t r ibu t ions ,  it i s  proposed t h a t  t h e  equivalent  
of a  f u r t h e r  $500,000 be provided i n  s e r v i c e s  t o  s t rengthen  the  
Agency's supply of American expe r t s ,  consu l t an t s ,  and t r a i n i n g  
oppor tun i t i e s  f o r  response t o  t echn ica l  a s s i s t a n c e  r eques t s  from 
member s t a t e s .  Under t h i s  proposal ,  $350,000 would be used f o r  
fe l lowships  and $150,000 f o r  exper ts  and consu l t an t s  and a  small 
amount of equipment. 

While t he  over-a l l  percentage of U.S. a s s i s t a n c e  appears high,  it 
should be noted t h a t  much of our previous b i l a t e r a l  support t o  
t e c h n i c a l  a s s i s t a n c e  i n  t he  peaceful  uses of atomic energy i n  the  
developing count r ies  i s  being phased out  and r e s i d u a l  support t o  
many of t he se  programs w i l l  Be channeled through t h e  IAEA. Fur ther ,  
a s  i nd i ca t ed  l a s t  year ,  t h e  United S t a t e s  i s  working t o  br ing  about 
t h e  consol ida t ion  of t h e  Agency's ope ra t iona l  budget, which i s  
supported by voluntary con t r ibu t ions  i n  cash and kind,  with t h e  
r egu la r  assessed  budget, s o  t h a t  our cash con t r ibu t ion  t o  t he  
Agency may decrease from 50% t o  j u s t  over 32%. 

The voluntary cont r ibut ions  t he  United S t a t e s  has made t o  spec i a l  
programs of t h e  World Health Organization (WHO) have been designed 
t o  i n i t i a t e  o r  s t rengthen  programs which t h e  United S t a t e s  con- 
s i d e r s  t o  be of high importance i n  t h e  f i e l d  of h e a l t h  and sani -  
t a t i o n ,  and which play a  s i g n i f i c a n t  r o l e  i n  t h e  process of eco- 
nomic development. Over t h e  pas t  s eve ra l  yea r s  t h e  United S t a t e s  
has made s u b s t a n t i a l  cont r ibut ions  t o  WO under t h i s  Act f o r  t h r ee  
programs: malaria e r ad i ca t ion ,  community water supply,  and medi- 
c a l  research.  

We a r e  pleased t o  r e p o r t  t h a t  through t h i s  kind of t r a n s i t i o n a l  
voluntary support ,  we have been succes s fu l  i n  moving t h e  $6 m i l -  
l i o n  malaria e r ad i ca t ion  program i n t o  t h e  r egu la r  budget t o  which 
a l l  members con t r ibu t e  on an assessed  b a s i s .  We fo re see  no imrnedi- 
a t e  need f o r  f u r t h e r  U.S. voluntary cont r ibut ions  f o r  t h i s  a c t i v -  
i t y .  We are  hopeful  t h a t  provis ion  w i l l  be made during FY 1964 
f o r  absorbing the  community water supply program i n t o  t h e  assessed 
budget of WHO, a l though it i s  poss ib l e  t h a t  some minor support w i l l  
be required t o  achieve t h i s  end, from savings elsewhere i n  the  
program. 

One of the  most succes s fu l  of our i n i t i a t i v e s  i n  WHO has been t h e  
development of an  increas ingly  valuable medical research  program. 
Under t h i s  a c t i v i t y  WHO makes modest g ran t s  t o  i nves t iga to r s  
where these w i l l  have a  s t imula t ing  e f f e c t  on needed r e sea rch ;  it 
provides s e rv i ces  t o  r e sea rch  such a s  support  t o  i n t e r n a t i o n a l  
r e f e rence  cen te r s ,  t h e  establishment of b io log ica l  s tandards ,  t h e  
development of s tandardized nomenclature, e t c . ,  and i s  making 
progress  i n  t h e  t r a i n i n g  and exchange of r e sea rch  workers. 

The program f o r  1964 i s  designed t o  e s t a b l i s h  a  u n i t  i n  WHO for  
medical research  i n  human reproduction t o  study t h e  environmental 
and physiological  fo rces  t h a t  inf luence  t h i s  sub jec t  of un ive r sa l  
i n t e r e s t .  O u r  voluntary cash cont r ibut ions  t o  t he  WHO medical 
r e sea rch  program, together  wi th  r e sea rch  g ran t s  from t h e  National  
I n s t i t u t e s  of Health, have helped i n  sus t a in ing  t h e  program while 
i t s  support could gradual ly  be b u i l t  up i n  WHO'S r egu la r  budget 
t o  an an t i c ipa t ed  l e v e l  of $1,750,000 i n  1964. Accordingly, we 
plan t o  terminate our voluntary support f o r  t h e  program from 
Foreign Assistance funds wi th  t h i s  r eques t  f o r  $500,000. 
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The Indus Waters p ro jec t ,  conceived a s  a  s o l l ~ t i o n  t o  one of the  
major causes of f r i c , t i on  between India and Pakistan,  c a l l s  i o r  a  
Frec World commitment of over $1 b i l l i o n ,  st,r.tching ever a  period 
of ten  y e a r s  t o  d ive r t  t o  India waters now used in  Pakistan and t o  
replace  t h e s e  by an e labora te  system of dams, r e s e r v o i r s  and l i n k  
canals.  The funds a r e  administered by the  In ternat ional  Dank fo r  
Reconstruction and Development ( I H R D )  which has indica ted  a  planned 
call-up of $43.1 mill ion from the  United Sta tes  during FY 1964 t o  
f inance constl-uction works nol; m2erwaj; or those f o r  vhi.ch new con- 
t r a c t s  w i l l  be awarded. This increase over the $24.6 mi l l ion  c a l l -  
up i n  FY 1963, r e f l e c t s  the  accelera t ing  pace of t he  cons t ruc t ion  of 
works c a l l e d  for  under the  o r ig ina l  Settlement Plan. Changes i n  
t h i s  Plan based on more r e f ined  engineering data a r e  s t i l l  being 
studied by t h e  Rank and w i l l  be discussed with t h e  Government of 
Pakistan t o  f u l f i l l  t he  o r ig ina l  i n t en t jons  of t h e  Plan, within 
cos t  l i m i t s  acceptable t o  the  donor governments. 
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OCEAN FREIGHT - VOLUNTARY hELlEl AtiENClES 

T ~ P  FY 14 fd  r o n i j o g t  f n r  nlrnrc0s.c f ro igh t  r n ~ t c  nf 11-5- v n l q ? n t s r v  

agenc ie s '  supplies i s  $4,000,000, an increase of .$t00,000 over t h e  
reques t  f o r  FY 1963. 

The overseas f r e i g h t  subsidy program under Section 216 of t h e  
Foreign Assistance Act of 1961, a s  amended, subs id izes  contribu- 
t i o n s  of r eg i s t e red  voluntary agencies and the American Red Cross 
f o r  t he  r e l i e f  and r e h a b i l i t a t i o n  of f r i end ly  peoples. Some 27 
r e g i s t e r e d  agencies and the  American Red Cross a r e  p a r t i c i p a t i n g  
i n  t h i s  program. The agencies i n  order of magnitude of f r e i g h t  
subs id i e s  received during t h e  past  f i s c a l  year a r e :  Catholic 
Rel ief  Services  - National Catholic Welfare Conference, Church 
World Service,  CARE, and Lutheran World Relief .  The r eg i s t e red  
s u o n ~ i - 4  0------- hzve programs i n  mcre t h m  81 rcl lntr ies t hzn~nhnu t  t he  - -ba'- 
world; 25 i n  Afr ica ,  24 i n  Lat in  America, 1 5  i n  the  Far Eas t ,  11 
i n  the  Near East  and South Asia, and seven in Europe. Countries 
r ece iv ing  the  most suppl ies  shipped under Section 216 are :  i n  
Africa:  Morocco, Tunis ia ,  and the  Congo; in the  Near East  and 
South Asia:  I s r a e l ,  Greece, and India ;  i n  the Far East:  Korea, 
Republic of China, and the  Phi l ippines ,  and i n  Lat in  America: 
Chile,  Colombia, and Brazi l .  

American voluntary agencies a r e  reaching many small  coun t r i e s ,  
making hown the  U.S. image through t h e i r  American r ep resen ta t ives  
a s  we l l  a s  t he  i d e n t i f i c a t i o n  of suppl ies  i n  support of t h e i r  
various programs. Where these  programs ex i s t ,  t he  r e c i p i e n t  
coun t r i e s  assure  the  voluntary  agencies of duty-free en t ry  on 
t h e i r  suppl ies .  Inland t r anspor t a t ion  cos ts  from por t s  of ent ry  
t o  u l t ima te  points  of d i s t r i b u t i o n  and warehousing a r e  paid by 
the  fo re ign  governments or other non-U.S. Government sources.  
The American agencies bear the  cos t s  of s o l i c i t a t i o n ,  acqu i s i t i on ,  
processing,  warehousing, packaging f o r  export, t r anspor t a t ion  t o  
U.S. p o r t s ,  and the  s a l a r i e s  and other administrat ive c o s t s  of 
maintaining f i e l d  r ep resen ta t ives  i n  the  rece iv ing countr ies  t o  
supervise  d i s t r i b u t i o n .  

Recently the re  have been r eques t s  from nonregistered agencies i n  
t h e  Mid-West and the Far West t o  send supplies i n  response t o  
r eques t s  received from indigenous groups and indiv iduals ,  a s  we l l  
a s  Americans, overseas. Usually such requests  a r e  r e f e r r e d  t o  a 
r e g i s t e r e d  voluntary agency but t h i s  arrangement i s  not  always 
workable because of program requirements and l imi t ed  f r e i g h t  
funds. Refer ra ls  a r e  o f t en  made t o  Projec t  Handclasp ( ~ a v y )  which 
provides f r e e  space a s  ava i l ab le ,  o r  t o  a specia l  group i n  the  A i r  
Force wi th  a l imi t ed  annual s ~ b s i d y ~ t o  cover a i r  f r e i g h t  cos ts  
abroad. 

Medicai, a g r i c u l t u r a l  and se l f -he lp  donated suppl ies  shipped in  
FY lQh2 contained a sharp increase  jn cducationsl itcms, whjle 
health; ? p i n ~ l t ~ ~ . r ~ l  nncj ntho . r  on1  P - h o l m  r ~ ~ n n l  i n o  h - ~ r n  h n l r l  - t  - A , a  

about t h e  same l e v e l  a s  t he  year before  Eut a re  higher than i n  
FY 1960. 

Registered voluntary agencies and t h e  American Red Cross may 
rece ive  government excess property under au tho r i ty  of Section 607 
of t he  Act. A few months ago an Agency determinatjon made j t  

poss ib le  for  Section 216 funds t o  be used f o r  shipment of Section 
607 domestic excess f o r  use i n  r e g i s t e r e d  voluntary agencies1 
programs abroad. 

These agencies plan t o  use some $10 mi l l ion  worth of government 
excess property,  cons is t ing  of men's cotton and woolen c lo th ing,  - - 
i n  t h p i r  n v w - ~ ~ a ~  prng-amg. Stat i lre nf i . r ~ a r ~ ~ .  afid c l i y a t i c  con-- 
d i t i o n s  w i l l  determine where the  agencles w i l l  send t h i s  c lo th ing,  
but  it w i l l  go t o  needy men and boys i n  every region of t he  world. 
It w i l l  a l s o  be made ava i l ab le  t o  refugees ,  vict ims of na tu ra l  
d i s a s t e r s  whose possessions a r e  destroyed by earthquakes, f loods ,  
f i r e s ,  and t o  those  engaged on P.L. 480, T i t l e  11, Sect ion  202 
voluntary agency-sponsored roads ,  schools,  we l l s ,  and other com- 
munity advancement p ro jec t s .  Over the  yea r s  t hese  agencies have 
planned e f f ec t ive  use of c lo th ing throughout t h e i r  programs, taking 
i n t o  account l o c a l  customs and cl imate.  
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C I E C  ACTION 

Civic Action i s  the  use of mi l i t a ry  and paramili tary forces  on 
p ro jec t s  useful  t o  t h e  l o c a l  population in f i e l d s  such a s  education, 
public works, agr icul ture ,  t ranspor ta t ion,  communications, hea l th  
and sani ta t ion,  and other p ro jec t s  which contribute t o  soc ia l  and 
economic development. 

For some years t h e  m i l i t a r y  forces  in a number of nations have 
par t ic ipated in Civic Action type projects ,  usual ly  on an ad hoc 
bas i s  varying widely from country t o  country. Since 1959 it has 
been established U.S. pol icy t o  encourage and support such a c t i v i -  
t i e s ;  t h i s  policy has been formalized in Section 505(b) of t h e  
Foreign Assistance Act and in several  pol icy di rect ives .  

It has been only since December 1961, however, t h a t  Civic Action 
has been a d i s t i n c t ,  p r i o r i t y  element in t h e  U.S. Foreign Assistance 
Program. Since Civic Action necessar i ly  means a mixing of m i l i t a r y  
and economic ass is tance objectives,  a funding formula was agreed 
upon i n  February 1962, between the  Agency f o r  Internat ional  Devel- 
opment (A.I.D.) and t h e  Department of Defense and was reported t o  
Congress in general terms (Consult memorandum t o  the  Subcommittee 
on Foreign Operations of t h e  House Committee on Appropriations; 
Hearings before sa id  Subconrmittee, 87th Congress, 2nd Session Par t  
11, Page 260). Under this formula the  Department of Defense, in 
a s s i s t i n g  loca l  m i l i t a r y  u n i t s  t o  carry  out t h e i r  regular m i l i t a r y  
mission, provides these  u n i t s  with equipment (e.g., bulldozers, 
wel l  d r i l l e r s ,  e tc . )  which can be used on Civic Action projects ,  
provides maintenance and support of such equipment and f requent ly  
uses  the  Civic Action project  t o  provide on-the-job t r a in ing  t o  
these  u n i t s .  Since most m i l i t a r y  u n i t s  involved in Civic Action 
a re  engineering ba t t a l ions  o r  other u n i t s  whose mi l i t a ry  mission 
c a l l s  f o r  the  performance of t a sks  not  subs tan t i a l ly  d i f fe ren t  
from t h e  t a sks  performed on Civic Action projects ,  this program 
frequent ly  provides these  m i l i t a r y  u n i t s  wi th  valuable experience 
and t ra in ing  re la ted  t o  carrying out t h e i r  regular m i l i t a r y  mission. 
A . I . D . ,  on  the other hand, provides a l l  non-military labor, equip- 
ment, t r a in ing  and the  mater ia ls  and supplies necessary t o  c a r r y  
out t h e  pa r t i cu la r  project  involved. Also, A . I . D .  i s  responsible 
f o r  programming and funding requirements t o  enhance the  Civic 
Action capab i l i ty  f o r  those paramili tary forces f o r  which t h e  
Agency i s  responsible. 

To encourage the  expansion of Civic Action programs, a spec ia l  
fund, divided between the  Department of Defense and A . I . D . ,  was 
s e t  a s ide  from t h e  Foreign Assistance appropriation in FY 1962 
($10 mil l ion)  and FY 1963 ($20 mil l ion) .  On the  assumption t h a t  

years of specia l  funding have been suf f i c ien t  t o  es tab l i sh  - 170 

I I 

Civic Action a s  a viable  program, the  specia l  funding arrange- 
ments w i l l  be discontinued i n  FY 1964. 

Among recent accomplishments of Civic Action programs supported 
with U.S. Foreign Assistance funds have been p ro jec t s  i n  t h e  fo l -  
lowing four countries: 

Bolivia. The Bolivian Army completed, in February 1963, construc- 
t i o n  of 42 r u r a l  schools a s  i t s  share of a 100-school program 
supported by A . 1  .D. funds i n  FY 1962. This program marked the  
f i r s t  use of T i t l e  11, P.L. 480 foodstuffs  in c o ~ e c t i o n  with 
Civic Action. 

Ecuador. The Ecuadorian A r q y  completed, i n  December 1962, t en  
portable water d i s t r ibu t ion  centers  in slum areas i n  and around 
Guayaquil. Mi l i t a ry  Assistance funds were used t o  provide the  
equipment f o r  t h i s  project ,  while A . I . D .  funds were used t o  meet 
the  operating costs.  

Jordan. TO a l l e v i a t e  an acute water shortage in Bethlehem and 
Jerusalem in 1962, the  Jordan Arab Army put in a 200,000 foot  
p ipel ine  from Hebron t o  Solomoris Pools, which normally supply 
t h e  two c i t i e s  with most of t h e i r  drinking water. A . I . D .  arranged 
t o  have the pipe shipped from Europe, where it had been s tored 
in a U.S. Army depot, paid the  costs  attendant upon delivering 
and ins ta l l ing  the  pipe, and provided technical  ass is tance t o  
t h e  Jordan Arab Army. 
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The $1.0 mi l l ion  fo r  I n t e r n a l  Secur i ty ,  Non-regional a c t i v i t i e s ,  
r ep resen t s  t h e  est imate f o r  the  establishment of an In te rna t iona l  
Po l i ce  Acade~y. The Agency f o r  In t e rna t iona l  Development (A .I. D . ) 
i s  i n  process  of reorganizing and strengthening i t s  Public Safe ty  
Program. 

Greater U.S. Government control  and supervision over t h e  o r i en ta t ion  
and t r a i n i n g  of both foreign pol ice  o f f i c e r s  and U.S. technic ians  
i s  needed. This w i l l  be accomplished i n  large  p a r t  through t h e  
Academy r a t h e r  than t h e  forner  system of  contracting f o r  many such 
se rv ices  with a non-government agency. Final  cos t  f igu res  have not 
yet  been deter'tlined. It i s  estimated t h a t  the  cos t ,  including t h e  
r e n t a l  and r e h a b i l i t a t i o n  of adequate quar ters ,  p l u s  equipment w i l l  
t o t a l  $1.0 ~ l l i o n  i n  FY 196L, t h e  f i r s t  year of t h e  Academy's 
opera t ion,  w+th s ign i f i can t  reductions i n  fu ture  yea r s  t o  only 
those  anounts needed f o r  operation and maintenance. 
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No na t ion  can develop t o  i ts  f u l l  p o t e n t i a l  without  respons ib le  
s c i e n t i f i c ,  p o l i t i c a l  and economic l eade r s .  Thei r  number and 
q u a l i t y  bear  d i r e c t l y  on a count ry ' s  growth and cha rac t e r .  To 
f u r t h e r  t h e  well-rounded t r a i n i n g  of q u a l i f i e d  l eade r sh ip  i n  
developing coun t r i e s ,  t h e  United S t a t e s  provides funds t o  American- 
sponsored schools and i n s t i t u t i o n s  abroad. 

The schools,  l i b r a r i e s ,  h o s p i t a l s  and medical cen t e r s  founded o r  
sponsored by American c i t i z e n s  a r e  a l s o  recognized f o r  t h e i r  value 
a s  study and demonstration cen te r s  f o r  American ideas  and prac- 
t i c e s .  They serve a s  models f o r  improved educat ional  methods, 
m a t e r i a l s  and teaching  procedures. 

The Foreign Assistance Act s p e c i f i c a l l y  author izes  d o l l a r  grants  
t o  such schools and l i b r a r i e s .  I t  a l s o  au tho r i ze s  l o c a l  currency 
a l l o tmen t s  f o r  h o s p i t a l s  and medical cen t e r s .  

The Executive Branch now recotmends cons idera t ion  of an amendment 
t o  t h e  Foreign Assistance Act which would author ize  t he  appropria- 
t i o n  of $20 mi l l i on  i n  d o l l a r s  f o r  American-sponsored schools and 
h o s p i t a l s .  This  amendment a l so  would au tho r i ze  appropr ia t ions  on 
a cont inuing  b a s i s  f o r  t h i s  a c t i v i t y .  Thus, t h e  schools would be 
ab l e  t o  p lan  t h e i r  programs over s e v e r a l  y e a r s  i n s t ead  of annually 

1962 Grants t o  Eight  Schools 

For example, t h e  American Univers i ty  of Bei ru t  needs t o  expand i t s  
a l r eady  crowded f a c i l i t i e s .  The proposed au tho r i za t ion  would per- 
m i t  t h e  Univers i ty  t o  p lan  e f f e c t i v e l y  f o r  o rde r ly  growth -- and 
thus  t o  maintain i t s  important and respected  p o s i t i o n  i n  t h e  Near 
Eas t .  

I n  FY 1962, g ran t s  t o t a l i n g  $6 mi l l i on  were made t o  t h e  fol lowing 
c o l l e g e s  and u n i v e r s i t i e s :  American Univers i ty  of Bei ru t ,  i n  

i nc lud ing  i t s  medical school,  $4.5 mi l l i on ;  American Univers i ty  
of Cairo,  $70,000; Robert College i n  I s t anbu l ,  $300,000; Athens 
College,  $220,000; American Farm School, Salonika,  $95,000; 
Anatolia College, Salonika,  $90,000; P i e r c e  College, Athens, 
$61 1 ,000; and Escuela Agricola Panamericana, -Tegucigalpa, Honduras, 
$1 14,000. 

These schools t r a i n  teachers ,  f u t u r e  government adminis t ra tors ,  
a g r i c u l t u r i s t s ,  bus iness  adminis t ra t ion  expe r t s ,  doctors ,  nurses  
and o t h e r  s p e c i a l i s t s  i n  a wide range of f i e l d s .  They have been 
a s s i s t e d  in p a s t  yea r s  by var ious  American foundations.  U.S. 
funds ,  although serv ing  a valuable developmental purpose, a r e  
in tended to supplement o the r  sources of income. 

Chi ldren ' s  Hospi ta l  i n  Poland 

The American Research Hospi ta l  i n  Poland, Inc . ,  a  p r i v a t e  organi-  
za t i on ,  i s  bu i ld ing  a 300-bed c h i l d r e n ' s  h o s p i t a l  i n  Krakow, 
Poland, with t h e  a s s i s t a n c e  of funds appropr ia ted  by t h e  United 
S t a t e s  Congress. 

The Hospital ,  now about one-third f i n i s h e d ,  w i l l  have two pedia t -  
r i c  c l i n i c s  and one s u r g i c a l  c l i n i c  along wi th  research  and teach- 
i n g  f a c i l i t i e s .  Construction i s  be ing  c a r r i e d  out  b y - a  P o l i s h  
Government Agency according t o  p lans  and spec i f i ca t ions  o r i g i n a l l y  
prepared under t he  supervis ion  of t he  Cooperative f o r  American 
Re l i e f  Everywhere (CARE). I t  i s  hoped t o  complete t h e  h o s p i t a l  
by June 1964, t o  coincide wi th  t h e  600th anniversary of t he  
establishment of t he  Univers i ty  of Krakow. 

Since 1960, approximately $4.3 mi l l i on  i n  l o c a l  currency has been 
appropriated by t h e  United S t a t e s  Congress t o  f inance  t h e  p r o j e c t .  
An add i t i ona l  $2 mi l l i on  i n  l o c a l  currency i s  requested f o r  FY 
1964. I n  addi t ion ,  $2.2 mi l l i on  i n  d o l l a r s  f o r  imported equip- 
ment needed t o  complete t h e  h o s p i t a l  i s  included i n  t h e  appropr ia t ion  
r eques t  f o r  $20 mi l l i on  f o r  American Schools and Hospi ta ls  Abroad. 
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GFJERAL TECHNICAL SERVICES-HUMAN RESOURCES A N D  SOCIAL DEVEL9PMENT OFFICE OF INSPECTOR GENERAL, FOREIGN ASSISTANCE 

The Off ice  of Human Resources and S o c i a l  Development maintains 
General Technical  Serv ices  arrangements wi th  other government 
agencies ,  p r iva t e  a s soc i a t i ons ,  and i t s  own specia l  u n i t s ,  per- 
m i t t i n g  t h e  Agency f o r  I n t e r n a t i o n a l  Development ( A .  I .D. ) t o  c a l l  
up0n.a  wide range of t echn ica l  e x p e r t i s e  f o r  support of country o r  
r eg iona l  programs. Because demand i s  o f t en  unpredictable a s  t o  
country and exact  type  of s e rv i ces ,  and amounts involved i n  each 
assignment a r e  gene ra l ly  small ,  it i s  more p rac t i ca l  t o  manage and 
fund s u c h . a c t i v i t i e s  on a c e n t r a l  r a t h e r  than country or r eg iona l  
bas i s .  

The a c t i v i t i e s  f o r  which $950,000 i s  requested p e r t a i n  t o  Health,  
Agr i cu l tu re ,  Labor, Education, Public Administration, and Peaceful  
Gses o f  Atomic Energy. For example, through an agreement wi th  t h e  
Department of Agr icul ture ,  a  small  s t a f f  advises on and supp l i e s  
s e v e r a l  hundred v a r i e t i e s  of sample and t e s t  seed and p lant  s tock ,  
such a s  broomcorn f o r  Bolivia,  ba r l ey  f o r  Korea, ca s to r  beans fo r  
Niger ia  and cacao hybrids f o r  India .  Supplementing t h i s  i s  a  
con t r ac t  wi th  Miss iss ippi  S t a t e  Univers i ty  whereby A . I . D .  draws 
upon t h a t  i n s t i t u t i o n ' s  Seed Technology Laboratory f o r  advice 
regarding  seed s torage  and processing p rac t  ices.  

In t h e  h e a l t h  a r e a  con t r ac t s  wi th  t h e  American Hospi ta l  Associat ion 
and t h e  Associa t ion  of American Medical Colleges have provided ex- 
p e r t s  t o  a s se s s  h o s p i t a l  and medical education programs i n  Nepal, 
EJanama, Costa Rica, and Braz i l .  Cen t r a l  s t a f f s  concerned wi th  
Malaria Eradica t ion  and Community Water Supply coordinate U.S. 
b i l a t e r a l  programs wi th  those  of World Health Organization (WHO) 
and Pan American Health Organization (PAHO), supervise s p e c i a l  
t r a i n i n g  programs ( inc luding  a correspondence course)  on community 
water  design engineering and management and malaria e r ad i ca t ion  
open t o  both fore ign  na t iona l s  and U.S. technic ians ,  and arrange 
f o r  eva lua t ions  and reviews. Managerial and engineering expe r t s  
a r e  s en t  t o  a l l  reg ions  t o  conduct seminars or i n v e s t i g a t e  s p e c i f i c  
problems through long-standing c o n t r a c t s  with t h e  Council f o r  
I n t e r n a t i o n a l  Progress i n  Management and Tudor m i n e e r i n g  Company. 
Through a confererrce of s p e c i a l i s t s ,  planned p i l o t  s t ud i e s ,  use of 
consu l t an t s ,  and coordination wi th  o ther  countries and agencies ,  
programs a r e  being formulatea t o  a t t a c k ,  on a u n i f i e d  b a s i s ,  such 
ma j  o r  educat ional  problems a s  a d u l t  education and English language 
teaching .  Ques t ions  r e l a t i n g  t o  u t i l i z a t i o n  of small atomic 
r e sea rch  r e a c t o r s  and publ ic  admin i s t r a t i on  development a r e  handled 
through agreements wi th  p ro fe s s iona l  organizat ions i n  these  f i e l d s .  

S t a tu to ry  Authori ty 

The Inspector  General, Foreign Ass is tance ,  de r ives  h i s  a u t h o r i t y  
from Sect ion  624(d) of t h e  Foreign Assistance Act of 1961, a s  
amended. The use of not  more than  a t o t a l  of $2 mi l l i on  annually 
from Foreign Assistance and Peace Corps program funds i s  author ized  
by t h a t  s ec t ion  t o  meet t h e  expenses of t h e  o f f i c e .  

Respons ib i l i t i e s  

The Inspector  General, Foreign Ass is tance ,  i s  o rgan iza t iona l ly  
loca ted  i n  t h e  Department of S t a t e  and r e p o r t s  d i r e c t l y  t o  t h e  
Secre tary  of S t a t e .  He i s  given broad s t a t u t o r y  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 he  e f f ec t ivenes s  of programs under P a r t  I and Par t  I1 
of t h e  Foreign Assistance Act, Peace Corps programs, and P.L. 480 
a c t i v i t i e s .  

Operat ions  

The o f f i c e  of t h e  Inspector General makes f requent  inspect ion  t r i p s  
t o  a l l  p a r t s  of t h e  world, and a l s o  examines problems a r i s i n g  here  
i n  Washington. The inspect ion  t r i p s  a r e  made by teams drawn from 
t h e  permanent o f f i c e  s t a f f ,  occas ional ly  supplemented by short-term 
ou t s ide  consul tan ts .  

The inspect ions  dea l  wi th  a wide v a r i e t y  of mpt ters ,  such a s  t h e  
adminis t ra t ion  of loans  and con t r ac t s ,  progress on t echn ica l  a s s i s t -  
ance p r o j e c t s ,  m i l i t a r y  and c i v i l i a n  uses  of P.L. 480-generated and 
other U.S.-owned l o c a l  cur rencies .  s t a f f i n g  p a t t e r n s ,  Peace Corps 
f i e l d  opera t ions ,  and A.I.D. and M.A.P. supply management. 

The f ind ings  and recommendations r e s u l t i n g  from t h e s e  inspect ion  
t r i p s  a r e  t ransmi t ted  t o  t h e  opera t ing  agency concerned. The s t a f f  
of t h e  o f f i c e  of t h e  Inspector General, Foreign Ass is tance ,  then 
fol lows Agency response t o  t h e s e  recommendations. 

During the  f i r s t  ha l f  of FY 1963, inspect ions  were performed i n  
30 count r ies .  An e f f o r t  of comparable magnitude w i l l  be continued 
during t,he remainder of t h i s  f i s c a l  year and i n  FY 1964. 

Estimated Costs f o r  FY 1964 

Estimated expenses f o r  FY 1964 a r e  $890,000, and cons i s t  mainly of 
t h e  s a l a r i e s  of t h e  permanent s t a f f ,  t r a v e l  c o s t s ,  and pay f o r  
i n t e r m i t t e n t l y  employed outs ide  consul tan ts .  This compares wi th  
est imated ob l iga t ions  of $825,000 i n  FY 1963, dur ing  which per iod  
a number of pos i t i ons  were not  f i l l e d  u n t i l  a f t e r  t h e  f i s c a l  year 
began. 
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INTERREGIONAL PROGRAMS 

The In te r reg iona l  Programs cons i s t  of a c t i v i t i e s  conducted mainly 
i n  the  United S ta t e s  which provide program support f o r  Agency f o r  
In t e rna t iona l  Development (A.  I . D .  ) programs. Expenses of these  
a c t i v i t i e s  a r e  of a type t h a t  is  most appropriately handled on a 
world-wide bas i s ,  s ince  it would be adminis t ra t ive ly  impractical  
t o  r e l a t e  these  charges t o  country o r  regional  programs. The cos ts  
d i f f e r  from adminis t ra t ive  cos ts  i n  t h a t  t h e  services  a r e  necessary 
f o r  t h e  implementation of programs i n  cooperating countries and 
a r e  not r e l a t e d  t o  t h e  genera l  adminis t ra t ive  funct ion of d i rec-  
t i o n  and supervision of A . I . D .  programs. 

The s i g n i f i c a n t  changes i n  t h i s  program proposed i n  FY 1964 include: 
( a )  a consolidation of in t e rna t iona l  a i d  coordination a c t i v i t i e s  t o  
meet increased r e s p o n s i b i l i t i e s  i n  t h i s  area ;  ( b )  increased empha- 
s i s  on t h e  Book Gap and Nutr i t ion  Surveys programs; ( c )  an increase  
i n  t h e  In te r reg iona l  Programs S t a f f  p r inc ipa l ly  to provide f o r  
increased workload r e l a t e d  t o  c a p i t a l  p ro jec t s  and development 
loans ,  and f o r  strengthening s t a f f  t r a in ing ;  and ( d )  general  
increases  i n  each of t h e  ca tegor ies  of support which provide f o r  
s a l a r y  increases  authorized by t h e  Pos ta l  Service and Employees 
Salary  Act of 1962. Following is a summary of t h e  In ter regional  
Programs : 

In te r reg iona l  Expenses - Program Summary 

( I n  thousands of d o l l a r s )  
FY 1962 FY 1963 FY 1964 
Actual Estimated Proposed 

A.I.D. Washington Program S ta f f  
Program Support - U.S. Government 
Agencies 

Pa r t i c ipan t  Services 
Communications Resources 
Program Support - Dept. of S t a t e  
I n t e r n a t i o n a l  Aid Coordination 
Book Gap 
Nutr i t ion  Surveys 
Training i n  Cooperatives 
Excess Property Offices 
General Technical Services 
Engineering Services 
Other 
Deobligations During FY 1962 

Tota l ,  In t e r reg iona l  Expenses A- 2 4 0 4 9  34,020 37,242 

The f i r s t  fou r  of these  a c t i v i t i e s  d i r e c t l y  serve  t h e  country pro- 
grams through provision of se rv ices  and support  t o  pa r t i c ipan t s  
and technicians.  They serve  two major functions : 

Par t ic ipant  Support. Foreign nat ionals  who receive  t r a i n i n g  i n  
t h e  United S t a t e s  under A.I.D. programs requ i re  ce r t a in  support 
services  t o  a s su re  t h a t  such programs e f fec t ive ly  meet t r a i n i n g  
object ives .  It i s  estimated t h a t  about 10,000 such A.I.D. par- 
t i c i p a n t s  from some 75 countr ies  w i l l  rece ive  t r a i n i n g  i n  t h e  
United Sta tes ,dur ing FY 1964. They a r e  receiving t r a i n i n g  i n  
over 250 u n i v e r s i t i e s  and col leges ,  i n  thousands of p r i v a t e  p l an t s ,  
and Federal and l o c a l  governmental and o the r  f a c i l i t i e s  through- 
out  t h e  e n t i r e  United S ta t e s .  Individual  arrangements with t h e s e  
i n s t i t u t i o n s  must be  made i n  t h e  various t echn ica l  f i e l d s  t a i l o r e d  
t o  t h e  d i f f e r ing  goals of t h e  b i l a t e r a l  programs. A.I.D. person- 
n e l  and t h e  services  of o ther  Federal  Bureaus and Agencies w i l l  
be  required t o  develop and administer  these  t r a i n i n g  arrangements. 

Par t ic ipant  Support cos ts  paid through t h e  In te r reg iona l  Programs 
f a l l  into t h r e e  general  ca tegor ies :  ( a )  t h e  cos t  of A.I.D. Wash- 
ington t r a in ing  s t a f f s ;  ( b )  expenses necessary t o  fund t echn ica l  
s t a f f s  i n  U.S. Government Agencies t h a t  provide t r a i n i n g  support 
services  such as  t h e  Departments of Agriculture,  Labor, and 
Health, Education and Welfare; and ( c )  s p e c i a l  program services  
such as insurance f ees ,  m l i s h  language t r a in ing ,  and contrac ts  
wi th  outside organizations f o r  t r a i n i n g  i n  such specia l ized f i e l d s  
a s  public sa fe ty ,  and community water supply. 

Technical Consultat ion and Support. The d i v e r s i f i e d  nature  of 
country programs necess i t a t e s  a wide range of t echn ica l  support  
t o  t h e  A . I . D .  program operations.  This includes such a c t i v i t i e s  
a s  dissemination of t h e  l a t e s t  t echn ica l  publ ica t ions  t o  f i e l d  
technicians,  t h e  handling of contrac tual  mat ters ,  and arranging 
procurement. 

Technical Consultat ion and Support i s  furnished through ( a )  t h e  
communications resources,  contrac t ,  and other  s t a f f s  of A.I.D. 
Washington; ( b )  t h e  f a c i l i t i e s  of p a r t i c i p a t i n g  agencies, such 
a s  t h e  Departments of Agr icul ture  and Comerce, and t h e  Federal  
Aviation Agency; and ( c )  s p e c i a l  program services  such a s  t h e  
development of t r a i n i n g  techniques and acqu i s i t ion  of t r a i n i n g  
mater ia ls  and devices. The p r inc ipa l  funct ion of t h e  personnel 
and of the  p a r t i c i p a t i n g  agencies i s  t o  provide t echn ica l  support 
t o  avia t ion,  census, publ ic  roads and other  spec ia l  f i e l d  teams 
attached t o  t h e  overseas missions of A.I.D. 
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In t e r r eg iona l  Program Categories 

A . 1  .D.  Washington Program S ta f f  -- $16,16~,000.  The Agency f o r  
I n t e r n a t i o n a l  Development (A.I.D.] Washington Program S ta f f  com- 
p r i s e s  the segment of A . 1  .D. s Washington operations which d i r e c t l y  
supports  program opera t ions .  Included a r e  personnel concerned with 
program implementation, such a s  cont rac t  o f f i ce r s  development loan  
o f f i c e r s ,  t r a in ing  o f f i c e r s ,  technic ians  and research and evalua- 
t i o n  personnel .  

The inc rease  i n  funds est imated f o r  t h i s  category f o r  FY 1964 i s  
requi red  l a r g e l y  t o :  ( a )  P lace  on a  fu l l -year  b a s i s  and t o  permit 
f u r t h e r  implementation of t he  cen t r a l i zed  Office of Public Safe ty ,  
which was crea ted  i n  FY 1963 t o  strengthen A.I.D.'s po l i cc  a s s i s t -  
ance programs. These programs serve d i r e c t l y  the high p r i o r i t y  
ob jec t ive  of i n t e r n a l  s e c u r i t y  and thus  serve to permit sus ta ined 
economic development. I t  i s  es tabl i shed A . I . D .  po l i cy  t h a t  i n -  
creased emphasis and vigorous leadership  be accorded t o  po l i ce  
a s i s t ance  programs i n  appropr ia te  less-developed countr ies .  ( b )  
Provide f o r  increased workload i n  the  areas  of c a p i t a l  p r o j e c t s  and 
development loans,  r e f l e c t i n g  the increas ing  role of development 
lending i n  the  a s s i s t ance  program. Based on f e a s i b i l i t y  s t u d i e s  
now under way, increases  a r e  an t i c ipa t ed  i n  numbers of loan  appl i -  
ca t ions  and approvals; and ( c )  Strengthen the  s t a f f  t r a i n i n g  pro- 
gram. Fund l imi t a t ions  during FY 1963 resul ted  i n  a  program in -  
adequate t o  meet A.I.D.'s need f o r  b e t t e r  trained personnel .  

Program Support by Other Government Agencies -- $5,398,000. I n t e r -  
agency agreements a r e  negot ia ted  by A . I . D .  with o the r  U.S. Govern- 
ment agencies  t o  u t i l i z e  t h e i r  technica l  competences i n  furnishing 
a s s i s t ance  t o  cooperating countr ies  and t h e i r  na t ionals .  These 
arrangements p a r a l l e l  con t r ac t s  f o r  serv ices  with u n i v e r s i t i e s  and 
o the r  p r i v a t e  i n s t i t u t i o n s ,  but  a r e  funded annually s ince  the  cos t s  
a r e  pr imar i ly  f o r  the  se rv ices  of U.S. Government personnel. Sup- 
p o r t  f o r  two basic program objec t ives  i s  provided by p a r t i c i p a t i n g  
agency t echn ica l  personnel:  ( a )  development of spec i f i c  t r a i n i n g  
programs and the  a c t u a l  t ra i t l ing  of fore ign  nnationals; and ( b )  
t echn ica l  support of overseas technic ians  and p ro jec t s .  I n t e r -  
regional  funds a r e  requi red  t o  compensate the  p a r t i c i p a t i n g  agen- 
c i e s  f o r  t he  program se rv ices  provided. 

I t  i s  expected t h a t  approximately 3,500 pa r t i c ipan t s  w i l l  be 
t r a ined  by the  p a r t i c i p a t i n g  agencies during FY 1964. Requests f o r  
spec ia l  t echn ica l  s e rv i ces  a r e  not  est imated to increase  i n  FY 1964. 

P a r t i c i p a n t  Serviccs -- $?,4Q@,000. F a c i l i t i e s  of f e d e r a l ,  s t a t e  
and l o c a l  governments, u n i v e r s i t i e s  and col leges ,  business and . , .  industrial f lrms, laDor ana I arm groups, drlu utual W L  gal l iaa  b ~ u i r a  

throughout the United S t a t e s  a re  used f o r  t r a i n i n g  of p a r t i c i p a n t s  
from fore ign countr ies .  To the  ex ten t  t h a t  such se rv ices  a r e  
ava i l ab le  on a  tu i t i on - fee  bas i s ,  these  expenses and o thc r s  i dcn t i -  
f i a b l e  with spec i f i c  a c t i v i t i e s  o r  p r o j e c t s  a r e  paid from country 
o r  regional  program funds. Regular t r a i n i n g  services  provided by 
U.S. Government agencies a r e  f inanced from the  category of i n t e r -  
regional  program funds designated a s  I1Program Support by Other 
U.S. Government Agencies." However, c e r t a i n  o ther  t r a i n i n g  serv- 
i c e s  of a  more spec ia l i zed  charac ter ,  which cannot be i d e n t i f i e d  
with a  s ing le  country o r  regional  program, a r e  funded on a  world- 
wide b a s i s  from t h i s  category of the  in t e r r eg iona l  program funds. 
These services  include o r i en ta t ion  of pa r t i c ipan t s ,  recept ion  
se rv ices ,  English language training, in t e rp re l e r  s e rv i ces ,  f e e s  
f o r  hea l th  and accident  insurance covering p a r t i c i p a n t s  while i n  
the  United S t a t e s ,  land grant  col lege  f e e s ,  and t r a i n i n g  i n  spe- 
c i a l i z e d  f i e l d s  a s  requi red .  

Communications Resources Services  -- $1,000.000. The Agency con- 
ducts  a  communications resources program of t r a i n i n g ,  guidance, 
methods and mater ia ls  t o  make f i e l d  personnel  increas ingly  ef fec-  
t i v e ,  and t o  equip cooperating countr ies  with communications means 
which w i l l  implement se l f -he lp  e f f o r t s  f o r  economic and s o c i a l  
development. The program provides f o r  the  locat ion ,  evaluat ion ,  
acqu i s i t i on  and/or production and dissemination of media t o  be 
used by pa r t i c ipan t s ,  technic ians  and t h e i r  fore ign  counterpar ts  
i n  a l l  types of A . I . D .  programs. I t  develops and t e s t s  new and 
more e f f e c t i v e  mater ia ls ,  devices and systems f o r  t r a i n i n g  and 
education a t  a l l  l e v e l s .  I t  provides t echn ica l  f i l m  and f i l m s t r i p  
loan service ;  t echn ica l  inqui ry  service ;  t echn ica l  l i t e r a t u r e  
service ;  t echn ica l  d i g e s t  serv ice ;  s p e c i a l  publ ica t ions  and r epor t s  
s e rv i ce ;  t echn ica l  advice and a s s i s t ance  i n  the  f i e l d s  of s t i l l  
p i c t u r e s  and graphics,  p r i n t i n g  and reproduction,  motion p i c tu re ,  
f i l m s t r i p  and s l i d e  production; radio ;  t e l ev i s ion ;  mobile audio- 
v i sua l  u n i t s ;  development and operation of comunicat ions  media 
centers ,  i n d u s t r i a l  product iv i ty  information centers ,  regional  
t echn ica l  a ids  centers ;  in-service t r a i n i n g  of communications 
media personnel; p a r t i c i p a n t  t r a i n i n g  i n  communications f i e l d ;  
and communications s k i l l s  t r a i n i n g  f o r  non-specia l i s t s .  

Program Support by the  Department of S t a t e  -- $7,540,000. The 
Department of S t a t e  performs c e r t a i n  common services  i n  Washington 
and overseas,  such a s  communications, hea l th ,  f i s c a l ,  t ranspor-  
t a t i o n ,  and cus todia l  s e rv i ces  f o r  which i t  charges a l l  agencies 
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s e r v i c e d  on a  p r o r a t a  b a s i s .  The c o s t  of t h e s e  s e r v i c e s  a p p l i c a b l e  
t o  program personne l  and o p e r a t i o n s  i s  charged t o  t h e  I n t e r r e g i o n a l  
Program. 

I n t e r n a t i o n a l  Aid Coord ina t ion  -- $390,000. The impor tan t  f u n c t i o n  
o f  i n t e r n a t i o n a l  a i d  c o o r d i n a t i o n  must be c a r r i e d  o u t  on s e v e r a l  
d i f f e r e n t  l e v e l s  and i n  s e v e r a l  d i f f e r e n t  l o c a t i o n s .  Such coord i -  
n a t i o n  involves  o b j e c t i v e s ,  p o l i c i e s ,  s t r a t e g i e s ,  programming 
techniques  and a c t u a l  implementation of programs and p r o j e c t s .  I t  
i n v o l v e s  t h e  r e l a t i o n s h i p s  between U.S. a i d ,  t h e  a i d  of  o t h e r  b i -  
l a t e r a l  donors ,  and programs of  i n t e r n a t i o n a l  a i d  o r g a n i z a t i o n s .  
The major f o c a l  p o i n t s  of c o o r d i n a t i o n  a r e :  t h e  Development A s -  
s i s t a n c e  Committee (DAC) o f  t h e  Organiza t ion  f p r  Economic Cooper- 
a t i o n  and Development (OECD) i n  P a r i s ,  t h e  c a p i t a l s  of  major donor 
c o u n t r i e s ,  U . N .  Headquarters  i n  New York, Washington w i t h  i n t e r -  
n a t i o n a l  f i n a n c i s l  i n s t i t u t i o n s  such a s  t h e  World Bank, and t h e  
deve lop ing  c o u n t r i e s  where t h e  programs a c t u a l l y  unfo ld .  The 
budget  r e q u e s t  f o r  i n t e r n a t i o n a l  a i d  c o o r d i n a t i o n  f i n a n c e s  t h e  
A . I . D .  s t a f f i n g  requ i rements  a t  t h e  f i r s t  t h r e e  p o i n t s  o f  coord i -  
n a t i o n .  Coord ina t ion  i n  Washington and i n  t h e  developing c o u n t r i e s  
i s  f i n a n c e d  o u t  of  r e g u l a r  A . 1  .I). Headquarters  and USAID funds .  

Book Gap -- $1,000,000. Books a r e  one of t h e  major f a c t o r s  i n  
b u i l d i n g  t h e  human r e s o u r c e s  r e q u i r e d  f o r  p o l i t i p a l ,  economic, and 
s o c i a l  development o f  a  n a t i o n .  - They a r e  t o o l s  f o r . s t i m u l a t i k g  
l e a d e r s h i p  and t h e  g e n e r a l  p u b l i c  t o  t h i n k  about p o l i t i c a l ,  eco- 
nomic, and s o c i a l  i d e a s .  They o f f e r  in format ion  v i t a l  f o r  a  ba l -  
anced unders tand ing  of  t h e  p r o c e s s e s  w i t h  which an emerging n a t i o n  
has  t o  d e a l .  Books a r e  a  medium f o r  t h e  t r a n s f e r  of  knowledge and 
in format ion  i n  t h e  educa t ion  and t r a i n i n g  process .  An extreme 
s h o r t a g e  o f  books i n  a l l  f i e l d s  of  knowledge e x i s t s  i n  n e a r l y  a l l  
underdeveloped c o u n t r i e s .  

The s i g n i f i c a n t  r o l e  o f  books and p u b l i c a t i o n s  i n  economic and 
s o c i a l  development must be r e f l e c t e d ,  i n  a p p r o p r i a t e  form and on 
a n  adequate s c a l e ,  i n  t h e  A . I . D .  program. A . I . D . ' s  long-range 
o b j e c t i v e  i n  t h e  book f i e l d  i s  t o  a s s i s t  developing c o u n t r i e s  
e s t a b l i s h  and expand l o c a l  w r i t i n g ,  p r i n t i n g ,  p u b l i s h i n g ,  and 
d i s t r i b u t i o n  c a p a b i l i t i e s .  A . I . D . ' s  immediate o b j e c t i v e  i s  t o  
make a v a i l a b l e  books and w r i t i n g s  which a r e  r e l e v a n t  t o  t h e  po l -  
i t i c a l ,  economic, and s o c i a l  development of  newly emerging coun- 
t r i e s .  

Book a c t i v i t i e s  must be  a n  i n t e g r a l  p a r t  o f  A . I . D . ' s  e f f o r t  t o  
a s s i s t  t h e  educa t ion  s e c t o r  a s  a  whole; t h u s ,  t h e  u t i l i z a t i o n  of  
books i n  t h e  f o r e i g n  a s s i s t a n c e  e f f o r t  r e s t s  w i t h  t h e  Regional  

Bureaus. However, t o  f a c i l i t a t e  t h e  Regional e f f o r t  a t t e n t i o n  
must a l s o  be given c e n t r a l l y  t o  t h e  u t i l i z a t i o n  of  books. One 
of  t h e  most impor tan t  a s p e c t s  o f  t h i s  e f f o r t  i s  t h e  des ign ,  
o r g a n i z a t i o n  and f i n a n c i n g  of  p i l o t  programs and demonstrat ion 
p r o j e c t s  t o  determine which of  v a r i o u s  approaches and methods 
l e n d  themselves, o r  which can be  adapted,  t o  A . I . D . ' s  programs of 
t e c h n i c a l  a s s i s t a n c e .  

S e v e r a l  p i l o t  p r o j e c t s  a r e  c u r r e n t l y  under  c o n s i d e r a t i o n .  F& 
i n s t a n c e ,  a  p i l o t  p r o j e c t  t o  be executed under  a  c o n t r a c t  w i t h  t h e  
Nat iona l  Academy of  Sc iences  t o  make American s c i e n t i f i c  and 
t e c h n i c a l  r e f e r e n c e  works i n  t h e  n a t u r a l  and s o c i a l  s c i e n c e s  
a c c e s s i b l e  t o  s c i e n t i s t s  and s c h o l a r s  i n  t h e  less-developed coun- 
t r i e s ;  a  p r o j e c t  t o  i n c r e a s e  t h e  u t i l i z a t i o n  of  s c h o l a r l y  and 
t e c h n i c a l  books publ i shed  by American u n i v e r k i t y  p r e s s e s ;  t o  be 
executed through a  s p e c i a l  c o n t r a c t  wi th  t h e  Assoc ia t ion  of 
American U n i v e r s i t y  P r e s s e s ;  v a r i o u s  p r o j e c t s  t o  e s t a b l i s h  methods 
f o r  making American books a c c e s s i b l e  t o  t e a c h e r s ,  s t u d e n t s ,  and 
i n s t i t u t i o n s  i n  less-developed c o u n t r i e s ,  a t  reasonable  p r i c e s  
( e x p l o r a t i o n  and p i l o t  p r o j e c t s  i n  p r e p a r a t i o n  w i t h  p a r t i c i p a t i o n  
o f  t h e  p u b l i s h i n g  i n d u s t r y  and t h e  A . 1  .D .  Missions a b r o a d ) .  Other  
p r o j e c t s  concern A . I . D . ' s  miss ion  i n  t h e  f i e l d  of  i n s t i t u t i o n a l  
development and t h e  s p e c i f i c  needs o f  t h e  LDCs e . g . ,  t ex tbooks ,  
p i l o t  p r o j e c t s  w i l l  c o n c e n t r a t e  on t h e  development of l o c a l  capa- 
b i l i t i e s  i n  t h e  p u b l i s h i n g  and p r i n t i n g  f i e l d .  

N u t r i t i o n  Surveys -- $200,000. During t h e  Korean c o n f l i c t ,  mal- 
n u t r i t i o n  was found t o  be a  m j o r  handicap i n  b r i n g i n g  t r o o p s  up 
t o  combat f i t n e s s .  To a s s i s t  c o u n t r i e s  i n  overcoming t h i s  prob- 
lem, a n  i n t e r d e p a r t m e n t a l  committee was formed, composed o f  
r e p r e s e n t a t i v e s  from t h e  Departments of Defense, S t a t e  ( i n c l u d i n g  
A .I .D,) , A g r i c u l t u r e ,  Heal th,  Educat ion and Welfare, and t h e  
Atomic Energy Commission. The Committee f u n c t i o n s  through a  
s e c r e t a r i a t  l o c a t e d  a t  t h e  Nat iona l  I n s t i t u t e s  of  Heal th.  I t  
draws upon approximately 60 u n i v e r s i t i e s  and p r i v a t e  and govern- 
ment agencies  f o r  s t a f f i n g  t o  conduct t h r e e  t o  f o u r  month n u t r i -  
t i o n a l  surveys and s e t  up n a t i o n a l  n u t r i t i o n a l  l a b o r a t o r i e s .  
Funding was t h e  r e s p o n s i b i l i t y  of  DOD/MAP wi th  matching personne l ,  
l o c a l  currency and equipment s u p p l i e d  by t h e  coopera t ing  count ry .  
A s  a  consequence of  t h e  surveys  t h e r e  has  been a  marked improve- 
ment i n  the  n u t r i t i o n a l  s t a n d a r d s  of  armed f o r c e s  i n  Korea, Taiwan 
and elsewhere. 

I n  t h e  l a s t  few y e a r s ,  t h e  emphasis of  surveys  has  g r a d u a l l y  
s h i f t e d  from armed f o r c e s  t o  t h e  n u t r i t i o n a l  s t a t u s  of p o p u l a t i o n s  
a s  a  whole. S t a r t i n g  w i t h  FY 1963, t h e r e f o r e ,  r e s p o n s i b i l i t y  f o r  
t h e  survey program was s h i f t e d  t o  A . 1  . D .  Beginning i n  FY 1964, 
surveys  w i l l  be  p a i d  f o r  from count ry  o r  r e g i o n a l  programs. The 
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INTmEGIONAL PROGRAMS ( Contj rued) 

$200,000 r e q u e s t e d  from non-regional  funds  i s  f o r  expenses of  t h e  
s e c r e t a r i a t  and follow-ups o f  l e s s  than $25,000 i n  t h e  c o u n t r i e s  
uhcrc surveys  have a l r e a d y  been conducted. 

T r a i n i n g  i n  Coopera t ives  -- '$500,000. A . 1  .D .  n e g o t i a t e s  cor i t rac t s  
w i t h  U.S. p r i v a t e  a s s o c i a t i o n s  of r u r a l  e l e c t r i c  coopera t ives ,  
c r e d i t  u n i o n s  and fa rmers ,  t o  o b t a i n  t h e i r  t e c h n i c a l  s e r v i c e s  a s  
c o n s u l t a n t s  t o  A. I .~ . / ' dash ing ton  and A . I . D . ' s  f i e l d  miss ions .  
Each c o n t r a c t ,  funded under t h e  I n t e r r e g i o n a l  Program, f i n a n c e s  a  
f u l l t i m e  r e p r e s e n t a t i v e  t o  analyze and make r e c o m ~ e n d a t i o n s  on 
p r o p o s a l s  from w i t h i n  A . I . D .  o r  from p r i v a t e  groups i n  t h e  f i e l d  
t o  p rov ide  p r o f e s s i o n a l  t r a i n i n g  f o r  coopera t ives .  These recom- 
meiiciations iiiay r e s u l t  iii pTo,jects that require A.I.D. f i n a n c i n g  
by Regional  Bureaus o r  f i e l d  miss ions .  They may r e s u l t  i n  a r range-  
ments made by A . I . D .  and t h e  c o n s u l t a n t  f o r  f i n a n c i n g  i n  whole o r  
i n  p a r t  b y  i n t e r n a t i o n a l  banks. 

Other  I n t e r r e g i o n a l  Expenses -- $1,650,000. I n t e r r e g i o n a l  funds  
w i l l  b e  u s e d  i n  f i s c a l  y e a r  1964 t o  pay c o s t s  of  excess  p r o p e r t y  
o f f i c e s  and  Genera l  Technica l  S e r v i c e s .  Both of  t h e s e  programs 
a r e  d i s c u s s e d  s e p a r a t e l y  i n  t h i s  volume. 
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ADNINISTRATIVE EXPENSES. fi .I .D. 

I'he c.tianging c t ia rac te r  of  U.S. assistance programs r e q u i r e s  a  
c o n t i n u i n g  a n a l y s i s  of t h e  Agency's a d m i n i s t r a t i v e  o p e r a t i o n s  t o  
a s s u r e  t h e i r  e f f e c t i v e n e s s  - a t  a  minimum expenditure of  funds  t o  
t h e  Government. 

The A . I . D .  s t a f f  i n  Korea, f o r m e r l y  t h ~  A p n c y l s  l a r g e s t  Mission,  
has  been c u t  a lmost  i n  h a l f .  The a d m i n i s t r a t i v e  s t a f f  h a s  been 

d -. . 
rouucau  uy a i l w , ~  dl,*. L L L L ~  L C U L  gdil;dati~ll is til= LssU1t "I' a 
program r e d u c t i o n  and comprehensive management survey which es-  
t a b l i s h e d  a  t i g h t e r  c h a i n  of command and a  more economical opera-  
t i o n .  

During t h e  p a s t  f i s c a l  y e a r ,  t h e  Agency h a s  i n t e n s i f i e d  i t s  e f f o r t s  
t o  improve o v e r - a l l  a d m i n i s t r a t i v e  s e r v i c e s ,  while conserv ing  o r  
reduc ing  a d m i n i s t r a t i v e  c o s t s .  I n  a d d i t i o n ,  i t  has  made a  major 
e f f o r t  t o  upgrade t h e  q u a l i t y  of  t h e  men and women - i n  Washington 
and t h e  F i e l d  - who a r e  a d m i n i s t e r i n g  t h e  program. The s e a r c h  f o r  
q u a l i f i e d  personne l  con t inues .  I n  a d d i t i o n  t o  i n t e r n a l  t r a n s f e r s  
of p e r s o n n e l  t o  head Agency f o r  I n t e r n a t i o n a l  Development (A.I.D.) 
m i s s i o n s ,  32 new D i r e c t o r s  o r  Deputy D i r e c t o r s  have been r e c r u i t e d  
from o u t s i d e  t h e  Agency. 

Within t h e  b a s i c  o r g a n i z a t i o n  s t r u c t u r e  of s t rong  r e g i o n a l  bureaus  
w i t h  s u p p o r t i n g  p o l i c y  and management o f f i c e s  c r e a t e d  by t h e  
Fore ign  A s s i s t a n c e  Act of 1961, much p r o g r e s s  has been made i n  
reduc ing  t h e  de lays  and d u p l i c a t i o n  i n h e r e n t  i n  t h e  former I n t e r -  
n a t i o n a l  Cooperat ion Adminis t ra t ion  and Development Loan Fund 
o r g a n i z a t i o n a l  s t r u c t u r e ,  I n  a d d i t i o n ,  cont inued u s e  i s  be ing  
made of t h e  world-wide f a c i l i t i e s  of t h e  S t a t e  Department and t h e  
s k i l l e d  personne l  of  o t h e r  Federa l  agenc ies .  

S i n c e  i t s  c r e a t i o n  i n  November 1961, A . I . D .  has  k n i t  t h e  s e p a r a t e  
p a r t i e s  of t h e  U.S. f o r e i g n  a s s i s t a n c e  e f f o r t  i n t o  a  s i n g l e  o rgan i -  
z a t i o n  and s t a f f .  The c o ~ l n t r y  programming process  has  been r e -  
v i s e d  and improved t o  make it more respons ive  to  U.S. p o l i c y  and 
s t r a t e g y  needs.  

The n e x t  s t e p  i s  now under way. An implementation p r o j e c t  made up 
of  s i x  f u n c t i o n a l  working groups, i s  developing workable, e f f i c i e n t ,  
o p e r a t i n g  procedures  f o r  t h e  Agency. I t s  goa l  i s  t o  r a t i o n a l i z e  
t h e  d i f f e r e n c e s  i n  o p e r a t i n g  procedures  t h a t  r e s u l t e d  when a  
v a r i e t y  of o p e r a t i o n s  and two agenc ies  were merged, and t o  i n t e g r a t e  
e f f e c t i v e l y  o p e r a t i n g  procedures i n t o  t h e  programming process .  
P r e l i n i n n r y  reccmmendations a r e  e.qect,ed i f i  t h e  fiear f u t u r e ,  and 
i t  i s  expec ted  t h a t  new procedures  w i l l  t a k e  e f f e c t  d u r i n g  F'Y 1964. 

Every e f f o r t  i s  be ing  made - w i t h i n  l e g a l  and p r a c t i c a l  bounds - 
t o  d e l e g a t e  more a u t h o r i t y  and r e s p o n s i b i l i t y  to  t h e  f i e l d ,  and 
t h e r e b y  e l i m i n a t e  c o s t l y  reviews and d u p l i c a t i o n  i n  Washington. 

I n  t h e  F i e l d ,  s t r e a m l i n i n g  e f f o r t s  a r e  a l s o  being under taken .  
Reorganiza t ion  of  a  number of  A . I . D .  Missions has l e d  t o  r e d u c t i o n s  
i n  t h e  o v e r - a l l  numbers of U.S. employees overseas.  

A major e f f o r t  h a s  been made t o  reduce a d m i n i s t r a t i v e  c o s t s  i n  
t h e  Agency's A f r i c a  Missions.  I n  f i v e  s m a l l e r  c o u n t r i e s  - S i e r r a  
Leone, Cameroon, Congo ( L e ~ ~ o l d v i l l e ) ,  Sudan, and t h e  I v o r y  Coast 
- management f u n c t i o n s  a r e  be ing  c o n s o l i d a t e d  w i t h  t h o s e  of  t h e  
U.S. Embassy and U.S. In format ion  Agency. A Conso l ida ted  Adminis- 
t r a t i v e  Management Organiza t ion  (CAMO),  r e p o r t i n g  t o  t h e  U.S. 
Ambassador and r e s p o n s i b l e  f o r  p rov id ing  a d m i n i s t r a t i v e  suppor t  
t o  a l l  e lements  of  t h e  U.S. c o u n t r y  team, i s  r e p l a c i n g  s e p a r a t e  
admj n i  s t r a t i v e  o p e r a t i o n s .  

I n  t e n  o t h e r  A f r i c a n  c o u n t r i e s  A . I . D .  h a s  d e l e g a t e d  a u t h o r i t y  t o  
perform i t s  f u n c t i o n s  t o  t h e  U.S. Ambassador, t h u s  e l i m i n a t i n g  
t h e  need f o r  an A . I . D .  s t a f f  and a d m i n i s t r a t i v e  c o s t s .  These 
"de lega ted  p o s t s "  a r e  b e i n g  e s t a b l i s h e d  i n  t h e  C e n t r a l  A f r i c a n  
Republic ,  Chad, t h e  Congo Republic  ( ~ r a z z a v i l l e ) ,  Dahomey, Mala- 
gasy,  Niger ,  Senegal ,  Togo, Upper Vol ta  and A l g e r i a .  

These s e v e r a l  a c t i o n s  have enab led  A . 1  . D . ,  w i th j  n  funds a v a i l a b l e  
i n  FY 1963, t o  make p a r t i a l  headway i n  s t r e n g t h e n i n g  t h e  adminis- 
t r a t i v e  suppor t  f o r  t h e  A l l i a n c e  f o r  Progress .  

Adminis t ra t ive  Funct ions 

A . I . D .  a d m i n i s t e r s  an a i d  program i n  some 81 c o u n t r i e s :  24 i n  
L a t i n  America, 30 i n  A f r i c a ,  16 i n  t h e  Near Eas t  and South As ia ,  
9  i n  t h e  Far  E a s t  and 2  i n  Y%rope. 

The a d m i n i s t r a t i v e  f u n c t i o n s  i n  c a r r y i n g  o u t  t h e s e  programs i n c l u d e :  
( a )  e s t a b l i s h i n g  program p o l i c i e s  and s t a n d a r d s ;  ( b )  p lann ing ,  
rev iewing  and d i r e c t i n g  t h e  implementat ion of programs and p r o j e c t s ;  
( c )  e v a l u a t i n g  t h e  e f f e c t i v e n e s s  of  program i n  a c h i e v i n g  U.S. f o r -  
e i g n  p n l i r y  n h j ~ c t i v e s ;  3nd ( d )  p r o v i d i n g  management and s t a f f  
s e r v i c e s  r e q u i r e d  t o  a d m i n i s t e r  t h e  program. These i n c l u d e  f o r  
example, accounting,  a u d i t i n g ,  and r e p o r t i n g .  

FY 1964 Request 

A . 1  . D .  i s  r e q u e s t i n g  $57,250,000 f o r  a d m i n i s t r a t i v e  expenses - 1.7% 
of t h e  amount b e i n g  r e q u e s t e d  f o r  economic a s s i s t a n c e .  For  FY 1963, 
$52,240,000 i s  a v a i l a b l e  o r  2% of economic a s s i s t a n c e  funds.  T h i s  
i n c l u d e s  t h e  FY 1963 a p p r o p r i a t i o n  of $49,500,000, $1,277,000 
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RDMINISTRATIVE EXPENSES, A . I . D .  (Continued) 

r e a p p r o p r i a t e d  from u n o b l i g a t e d  p r i o r  year  funds, and $1 ,463,000 
i n  a n t i c i p a t e d  supplemental  funds  f o r  increased  pay c o s t s .  

O f  t h e  a d m i n i s t r a t i v e  funds  needed f o r  FY 1964, 55% i s  r e q u i r e d  t o  
cover  overseas  a d m i n i s t r a t i v e  expenses. 

O f  t h e  t o t a l  i n c r e a s e  of  $5,010,000 over  t h e  1963 amount a v a i l a b l e ,  
$1,1+25,000 would be a p p l i e d  t o  t h e  A l l i a n c e  f o r  Progress .  No 
i n c r e a s e s  i n  l e v e l s  o f  o p e r a t i o n  elsewhere i n  t h e  world a r e  pro- 
posed. Mandatory i n c r e a s e s ,  due p r i m a r i l y  t o  t h e  r e c e n t  r e v i s i o n s  
of  F e d e r a l  s a l a r y  s c a l e s ,  t o t a l  $l,545.,OOO. 

E s s e n t i a l  e ,yenditurcc,  u h i c ; ~  wsrz postponed during FY 1")63 due to 
l i m i t e d  f u n d s  account  f o r  t h e  remaining $2,040,000 of  t h e  t o t a l  
i n c r e a s e  t h a t  i s  r e q u e s t e d .  

S t r e n g t h e n i n g  - Adminis t ra t ion  f o r  L a t i n  America 

The l e v e l  of  a s s i s t a n c e  funds  i n  L a t i n  America h a s  i n c r e a s e d  
s h a r p l y  under  t h e  U.S. commitment t o  t h e  Al l iance  f o r  P r o g r e s s .  
Miss ions ,  which i n  t h e  p a s t  p r i m a r i l y  c a r r i e d  ou t  t e c h n i c a l  a s s i s t -  
ance  programs, a r e  now a d m i n i s t e r i n g  s u b s t a n t i a l  c a p i t a l  a s s i s t -  
ance programs a s  w e l l .  Th is  demands s t reng then ing  t h e  c a p a b i l i t y  
o f  t h e  Missions f o r  t h e  purposes o f :  ( a )  ana lyz ing  country deve l -  
opment p l a n s  t o  de te rmine  t h o s e  g o a l s  t o  which t h e  United S t a t e s  
should  c o m i t  funds;  ( b )  reviewing proposed c a p i t a l  p r o j e c t s ,  
i n  terms of' t h e i r  economic and f i n a n c i a l  f e a s i b i l i t y ;  ( c )  p a r t i c u -  
l a r l y ,  a u d i t i n g  t h e  expendi tu re  o f  U.S. funds.  

The proposed i n c r e a s e  of 81,425,000 f o r  a d m i n i s t r a t i v e  expenses i n  , - & :  - " -  - - 2  < 7 1 .+  " lr 7 ,  n -,--., .... Y-- - , ,  11 l L 1 l u  kudk u, v . v .  ail; ~ ~ ~ L U A L L ~ L C ; ~  
130 l o c a l  employees, most of them t o  s t r e n g t h e n  Mission f i n a n c i a l  
review and management s t a f f .  

Mandatory I n c r e a s e s  

The P o s t a l  S e r v i c e  and F e d e r a l  Employees S a l a r y  Act o f  1962 pro- 
v ided  f o r  a  two-step i n c r e a s e  i n  s a l a r i e s  i n  October  1962 and 
January  1964. Of t h e  $1,545,000 reques ted  f o r  t h e s e  mandatory 
i n c r e a s e s ,  $1,290,000 i s  f o r  p u t t i n g  t h e  f i r s t  s t e p  a p p l i c a b l e  t o  
c u r r e n t  employment on a  f u l l - y e a r  b a s i s  i n  1964 and t o  p rov ide  t h e  
same employees t h e  second s t e p  i n c r e a s e  f o r  s i x  months beginning 
i n  January 1964. The ba lance  of t h e  i n c r e a s e ,  $255,000, p r o v i d e s  
f u r  two e x t r a  p a i d  days i n  i96L. 

Requirements Postponed i n  FY 1963 

The i n c r e a s e  of  $2,040,000 f o r  FY 1964 f o r  expenses postponed i n  
1963 w i l l  be r e q u i r e d  f o r  i t ems  such a s  s u p p l i e s ,  equipment, s t a f f  
t r a i n i n g ,  and r e s t  and r e c u p e r a t i o n  t r a v e l  f o r  personne l  i n  hardsh ip  
p o s t s .  I n  o r d e r  t o  c a r r y  o u t  i t s  most e s s e n t i a l  f u n c t i o n s  dur ing  
t h e  c u r r e n t  f i s c a l  y e a r  w i t h i n  a v a i l a b l e  funds ,  A . I . D .  h a s  had t o  
c u r t a i l  o r  postpone o t h e r  e s s e n t i a l  expendi tu res .  The l i m i t e d  
1963 s t a f f  t r a i n i n g  program i s  no t  adequate t o  meet A.I.D. 's need 
f o r  b e t t e r  t r a i n e d  personne l .  The r e s t  and r e c u p e r a t i o n  t r a v e l  
a u t h o r i z e d  by r e c e n t  l e g i s l a t i o n  was on ly  p a r t i a l l y  implemented 
t h i s  y e a r  due t o  fund s h o r t a g e s .  T h i s  a d v e r s e l y  a f f e c t s  employee 
r i g h t s  and morale. The i n c r e a s e  reques ted  f o r  FY 1964 would enable 
A . I D . ,  b e l a t e d l y ,  t o  f u l f i l l  i t s  commitments i n  t h i s  r e g a r d .  
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ADMINISTRATIVE AND OTHER EXPENSES, DEPARTMENT OF STATE 

A n  appropriation of $3,025,000 i s  requested i n  FY 1964 t o  cover 
cos t s  of t h e  Department of S t a t e  f o r  support of t h e  United S ta tes  
Mission t o  t h e  North At lan t i c  Treaty Organization and European 
Regional Organizations (SRO) and f o r  administration of t h e  Mutual 
Defense Control Act. A t o t a l  of $2,700,000 was appropriated f o r  
these  a c t i v i t i e s  i n  FY 1963 and $3 mil l ion programmed i n  1962. 
The increases requested include amounts f o r  Pay Act increases 
(P.L. 87-793), requirements of seven new posi t ions  f o r  USRO, over- 
seas wage and p r i ce  increases,  increased cost  of financing U.S. 
pa r t i c ipa t ion  i n  in te rna t iona l  conferences under NATO, and other  
items such a s  within-grade promotions, overtime and holiday pay, 
part-t ime employment, O E D  t r a v e l ,  and support cos ts .  

United S ta tes  Mission t o  t h e  North At lant ic  Treaty Organization 
and European Regional Organizations (USRO) 

USRO represents t h e  United S ta tes  i n  NATO and other  European 
regional  organizations which include t h e  Organization f o r  Economic 
Cooperation and Development (OED) and t h e  Consultative Group - 
Coordinating Committee fo r  s t r a t e g i c  t r ade  control .  

USRO is  comprised of representa t ives  of t h e  Departments of S ta te ,  
Treasury, and Defense and of t h e  Agency f o r  In ternat ional  Develop- 
ment (A. I . D .  ), and t h e  United S ta tes  Information Agency (USIA) . 
A request  f o r  $2,182,000 is  made t o  cover t h e  expenses of t h e  
S t a t e  Department element including t h e  Office of t h e  Mission Chief, 
Office of E l i t i c a l  Affa i rs ,  and t h e  Administrative Staff  and Sec- 
r e t a r i a t  f o r  t h e  e n t i r e  organization.  

Two of the seven posi t ions  requested f o r  USRO a r e  f o r  the  Chair- 
man of the Development Assistance Committee and h i s  secre tary .  It 
i s  t h e  Department's des i re  t h a t  t h e  Chairman's posi t ion be f i l l e d  
by an American of Ambassadorial rank. Two o f f i c e r s  and a secre- 
t a r y  a r e  needed f o r  O E D .  One o f f i c e r  i s  needed i n  t h e  Trade 
Division t o  a i d  i n  developing po l i c i e s  f o r  t h e  l i b e r a l i z a t i o n  of 
in ternat ional  t rade .  The other  i s  needed i n  t h e  Economics D i v i -  
s ion t o  a s s i s t  i n  t h e  development of pol ic ies  t o  a t t a i n  economic 
growth objectives.  Two posi t ions  and addi t ional  t r a v e l  funds a r e  
needed i n  Washington t o  a s s i s t  i n  t h e  ever-increasing backstopping 
requirements of t h e  North At lant ic  Community operations.  Overseas 
wage and pr ice  increases a r e  a t t r i b u t a b l e  t o  a 396 increase i n  
wages and a 796 increase i n  l o c a l  p r i ces  i n  Par is .  NATO is  t h e  
keystone of t h e  West's system of mutual secur i ty  against  Communist 
aggression and an increased pa r t i c ipa t ion  i s  needed i n  t h e  two 
annually scheduled Min i s t e r i a l  Sessions of t h e  NATO Council as  
well  as  the 40 meetings of NATO Council committees o r  subcommittees 
concerned with p o l i t i c a l ,  economic, indus t r i a l ,  socia l ,  scien- 
t i f i c ,  and emergency planning matters.  

Mutual Defense Assistance Control Act 

The Control Act program is  based on P.L. 213, 82nd Congress. The 
bas ic  objectives a r e  t o  safeguard t h e  s t rength  of t h e  United S ta tes  
and i t s  a l l i e s ,  and t o  impede the  war-making po ten t i a l  of t h e  Sino- 
Soviet bloc, by a system of secur i ty  t r ade  controls designed t o  
prohibi t  or l i m i t  exports of Free World s t r a t e g i c  mater ia ls  t o  t h e  
bloc. 

In administering t h e  Mutual Defense Assistance Control Act (Fh t t l e  
~ c t )  t h e  United S ta tes  has cooperated e f fec t ive ly  with t h e  major 
indust r ia l ized nations of t h e  Free World i n  t h e  operation of an 

The Mission t o  NATO performs coordinating and servicing functions 
including exchange of information, in te rp re ta t ion  and analys is  of 
NATO developments, preparat ion of recommendations f o r  U.S. ac t ion,  
and in te rp re ta t ion  of U.S. recommendations and act ions  f o r  t h e  use 
of U.S. Embassies i n  t h e  c a p i t a l s  of o ther  NATO countr ies .  

O E D  came i n t o  being on October 1, 1961, with the  United S ta tes  as  
one of t h e  f u l l y  pa r t i c ipa t ing  members. With t h e  i n t e r e s t  of both 
t h e  executive and l e g i s l a t i v e  branches being increasingly focused 
on t h e  Common b r k e t  and o the r  t r ade  expansion a c t i v i t i e s ,  opera- 
t i o n s  of the  O E D  t ake  on added s ignif icance.  It i s  an t i c ipa ted  
t h a t  g rea te r  demands i n  terms of s t a f f  time w i l l  be made of USRO 
personnel ac t ive ly  engaged i n  O E D  a c t i v i t i e s .  

agreed system of controls  over s t r a t e g i c  t r ade  with t h e  Sino- 
Soviet bloc. Through regular  reviews and negotiations i n  t h e  
Internat ional  Consultative Group - Coordinating Committee s t ruc tu re  
and through continuing U.S. Government Executive Branch review i n  
t h e  Economic Defense Advisory Committee s t ruc tu re ,  up-to-date l i s t s  
f o r  the  control  of s t r a t e g i c  commodities capable of meeting current 
requirements a r e  maintained. The Department of S t a t e  conducts 
b i l a t e r a l  and m u l t i l a t e r a l  negotiations regarding secur i ty  t r a d e  
controls  and t h e  shipment o r  trans-shipment of control led  items, 
and attempts, with t h e  cooperation of o ther  countries,  t o  prevent 
unauthorized diversion of s t r a t e g i c  commodities. The request  f o r  
t h i s  purpose f o r  FY 1964 i s  $843,000. Increases requested a r e  f o r  
minor amounts and a re ,  f o r  t h e  most pa r t ,  such mandatory items as  
Pay Act increases and overseas wage and p r i c e  increases.  
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5ZcTION 631(d)* REPORT ON SIJlXTAPPTIAL CHANGES I N  
TAW -T-~-~=!JTATION TO THE CONGRFSS 

The sub jec t  r epor t  i s  included i n  t h i s  Presenta t ion pursuant t o  t h e  provisions of Section 634(d) of t h e  Act f o r  In t e rna t iona l  
Development of 1961, a s  amended. 

The appl icable  por t ion  of Section 634(d) provides: 

"There s h a l l  a l s o  be included i n  t h e  presenta t ion mater ia l  submitted t o  t h e  Congress during i t s  
consideration of amendments t o  t h i s  Act, or  of any Act appropriat ing funds pursuant t o  author i -  
z a i i u r l s  crjfitaliied iii this Act, a coqa r i cc r :  cf t h e  ccrrent; f i c a l  year pmgrarns ant? ar t . iv i t , ies  
with those presented t o  the Congress i n  t h e  previous year and a n  explanation of any subs tan t i a l  
changes. " 

The guidelines used by t h e  Agency for determining "substant ia l"  changes a r e  a s  follows: 

For    rant " programs : 

1. 50% above o r  below the  "Presentation" f igu re .  

2 .  $5 mill ion,  or  more, above o r  below the  "Presentation" f i g u r e  

3. "New" programs f o r  which no j u s t i f i c a t i o n  was presented t o  t h e  Congress. 

For Development Loans and Alliance f o r  Progress Loans: 

1. I f  t h e  revised f igu re  f a l l s  wi th in  t h e  "Presentation" range, no na r ra t ive  explanation i s  provided. 

2. If t h e  revised f igu re  i s  e i t h e r  l e s s  o r  g rea te r  than t h e  "Presentation" range, a na r ra t ive  explanation i s  
provided. 

3 .  Where Development Lending was contemplated ( see  footnote i n  following t a b l e )  but no s p e c i f i c  amount indi -  
cated, a na r ra t ive  expLanation i s  provided f o r  amounts of $15 mi l l ion  o r  more. 

* Sect ion 634(d) of P.L. 87-195, Act f o r  In t e rna t iona l  Development of 1961, a s  amended by P.L. 87-565 ( sec t ion  302( f ) (2 ) ,  Foreign 
Assistance Act of 1962. 



FOREIGN ASSISTANCE PROGRI\H 

Conparison of n 1%3 Economic Roar- as Presented to Congress 
with the Revised n 1963 Rograme in FI 1964 Resc.~tction 

(In thousands of dollus) 
Development Loans Dewlopent Granta - Alliance for Raaress SvppoTting Assistance International Other Ragrams 

mane r rents 
GFmD mTAL 

OrRanizations 
Ropeed Revised Ropsed Revieed Ropoaed Revised Pmpsed Revised Pmpsed Revised Ropsed Revised Rapsed Revised Ropsed 
n 1963 n 1561 n 1963 n is63 n 1963 rr 1967 n 1963 n 1963 n 1963 n 1963 n 1963 n 1963 n 1963 n 1963 n 1963 N 1963 

Revibed 

WORLD-WIDE T O W  

Lstin America 

Far =st 

Near East/south Asia 

Aerice 

b p e  

Subtotal, Regions 

Noo-Regionai 

Administrative Erpeoses - A.I.D. 

Administrative Expenses - State 

aJ Detail doee not add to total because of program ranges. 
This program did not appear in the FX 1963 presenthtion moks prepared at the time of the Authorization hearings, but vas inclvded in the President's Message to Co~ress on June 12, 1962 (H. Doc. 430). Cangrew appropriated $2.8 million 
for the purchase of foreign currencies ovned by the U.S. Treasury for further construction of the Children's Hospital in Krakow, %land. 

me 883,893,000 reflect. the amount unprogr-ed ae of February 211, 1S3. mere is an additional $lW,000,0W vlprogrmed which is expected to be unobligeted as of 6/30/63 and for rhich reappropriation will not  be requested. me remain- 
1% $160,450,003 16 distributed among the programs according to actual functional use. 



FOREIGN ASSISTANCE PRERAM 

Comparison of W 1963 Economic Programs as  Presented t o  Congress 
with t h e  Revised W 1963 Programs i n  FY 1964 Presentation 

. -- _- _ - > n t h o ~ a & s  p f - d o O L I L  
Development Loans and Development Grants and Internat ional  

Alliance f o r  Progress Loans Alllance f o r  Progress Grants S u m o r t i w  Assistance Or~an iza t lons  Other Programs 
Proposed Revised $ Proposed Revised $ Proposed Revised $ Proposed Revised $ Proposed Revised $ 
fl 1963 -fl ~ 6 3  Change F1 X 6 6 F P Y  L2_62__aawe _ E x 6 3  1963 Chawe W 1963 fl 1963 Chawe fl 1963 W 1963 Chan~e Area and Country 

LATIN AMMICA - TOTAL 

Argentina 
Bolivia 
Brazi l  
Br i t i sh  Glxisna 
Br i t i sh  Eonduras 

Chile 
Colombia 
Costa Rica 
Dominican Republic 
Ecuador 

EL Salvador 
Guatemala 
Hait i  
Honduras 
Jamaica 

Mexico 
Nicaragua 
Panama 
Paraguay 
Peru 

Venezuela 
West Indies  (Fast ~ a r i b b e a n )  
Regional 

Central American Bank f o r  
Economic Integrat ion 

Contributions t o  OAS 
Contributions t o  PAHO 
ROCAP ( ~ e ~ i o n a l  Office 
Central America & panama) 

ProerammiI@ Adjustment 



FOREIGN ASSISTANCE PROGRAM 

Comparison of FY 1963 Economic Programs a s  Presented t o  Congress 
with t h e  Revised FY 1963 Programs i n  FY 1964 Presentat ion 

(1n thousands of do l l a r s )  
Development Loans and Development Grants and In te rna t iona l  

All iance f o r  P r o ~ r e s s  Loans Alliance f o r  Progress Grants Supporting Assistance Ornanizations Other Pro~rams 
Proposed Revised $ Proposed Revised $ Proposed Revised $ Proposed Revised $ Proposed Revised $ 

Area and Country FY 1961 FY 1963 Chawe FY 1963 FY 1963 Chawe FY 1961 FY 1963 Change FY 1963 FY 1963 Chawe FY 1963 FY 1961 Change 

Burma 

Cambodia 

China ( ~ a i w a n )  

Indonesia 

Korea 

Laos 

Phi l ippines  

Thailand 

Vietnam 

Regional 

Asian Product ivi ty  
Organization - Japan 

S EAT0 

Programming Adjustment 

FAR EAST - TOTAL 200-280,000 85,000 75,200 59,100 349,100 305,400 



FOREIGN ASSISTANCE PROGRAM 

Comparison of F'Y 1963 Economic Programs as  Presented t o  Congress 
with the  Revised F'Y 1963 Programs i n  FY 1964 Presentation 

( I n  thousands of do l la r s )  
Development b a n s  and Development Grants and In te rna t iona l  

Alliance f-i. Tro&ress bazs AIl<ancc f o r  Orogrccc, Crantr, Supportint: ks;c,tancc n..nnnr.r"+i^.." 
YL 6Y"L'U " I U " 1  

W,.".. D..-"..",.," 
V "&LC' L L " ~ ' U Y Y  

Proposed Revised % Proposed Revised $ Proposed Hevised Proposed Revised Proposed Revised 
Area and Countr-- -. - FY 1963 F'Y 1963 Change F'Y 1963 F'Y 1963 Change FY 1963 F'Y 1963 Chznge F'Y 1963 F'Y l%3 Ch,knge FY 1963 FY 1963 (&ge 

NEAR EAST AND SOWH 
ASIA - TOTAL 

Afghanistan 
Ceylon 
Cyprus 
Greece 
India 
I ran  

I raq  
I s r a e l  
Jordan 
Lebanon 
Nepal 
Pakistan 

Syria  
Turkey 
U m  ( W P t )  
Yemen 
Regional 
CENT0 

Indus Waters 
U.N. Relief and Works 
Agency 

U.N. Emergency Force 

Programming Adjustment 



FOREIGN ASSISTANCE PROGRAM 

In*? not b. di""I~.d to un.uthori..d indl. 
riduah. All o h r  rn.t.ri.1 h uar1.uitl.d. 

Comparison of FY 1963 Economic Programs as Presented t o  Congress 
with t h e  Revised FY 1963 Programs i n  FY 1964 Presentation 

( I n  thousands of d o l l a r s )  
Development Loam and Development Grants and Internat ional  

Alliance f o r  Progress Loans Alliance f o r  Progress Grants Supporting Assistance Organizations Other Programs 
Proposed Revised Proposed Revised Proposed Revised Proposed Revised Proposed Revised 

Area and Country Pi 1963 N 1963 2 %  FY 1963 FY 1963 '&?we FY 1963 Ff 1963 '&!nge fl 1963 FY 1963 n g  Pi 1963 Ti 1963 L71rnge 

AFRICA - TOTAL 

Algeria 
Burundi 
Cameroon 
Central African Republic 
Chad 
Congo (Leopoldville) 
Congo ( ~ r a z z a v i l l e )  
Dahomey 
Ethiopia 
Cabon 
Ghana 
Guinea 
Ivory Coast 
Kenya 
Liberia 
Libya 
Malagasy Republic 
Mali 
Mauritania 
hbmcco 
Niger 
Nigeria 
Rhodesia and Nyasaland 
Rwanda 
Senegal 
S ie r ra  Leone 
Somali Republic 
Sudan 
Tanganyika 
Tog0 
Tunisia 
Uganda 
Upper Volta 
Regional 
Commission f o r  Technical 

Cooperation i n  Africa, 
South of the Sahara (CCTA) - 

Programming Adjustment - -20,500 - - 
EUROPE - TOTAL 

Yugoshvia 
Poland 

* The revised FY 1963 program of $39,495 mtlliOn f o r  the  Congo was ac tua l ly  funded from Contributions to  In te rna t iona l  Organizations, but  the  proposed and revised programs 
of $35,095 mFllion a r e  shown as  a comparative t r ans fe r  under Supporting Assistance In  t h l s  report  s lnce t h e  commodity import DrogrRm w i l l  be shown as  funded from Support- 
m g  Assistance i n  the  FY 1964 presentation. 

** This program d id  not appear i n  t h e  FY 1963 presentat ion books prepared a t  t h e  time of the  Authorizations hearings, b u t  was included i n  the  President's Message t o  Congress 
on June l2, 1962 (H.DOC. 430). Congress appropriated $2.8 mllllon f o r  t h e  purchase of foreign currencies owned by the  U.S. Treasury f o r  fu r the r  construction of the  
Children's Hospital i n  Krakow, Poland. 



FOREIGN ASSISTANCE PROGRAM 

Investment Surveys 

In te rna t iona l  Omanizations: 

Atoms f o r  Peace and IAE4 
NATO Science Program 
U.N. Chi ldren 's  Fund 
U.N. Technical Assistance 
and Special  Fund 

Medical Research (WHO) 
World Food Program 

Other P r o ~ r m s :  

American Schools Abroad 
Building and School F a c i l i t i e s  
Civic Action Projects 
Development Research 
Interregional  Programs 
Ocean Freight ,  Voluntary 
Relief Agencies 

Office of Inspector General* 
Disaster Relief 
Project HOPE 

ADMINISTRATIVE EXPENSES. A. I ,D. 

ADMINISTRATIVE EXPENSES, STATE 

CONTINGENCY F r n  
Undistributed Programs 

Comparison of FY 1963 Economic Programs a s  Presented t o  Congress 
with the  Revised FY 1963 Programs i n  FY 1964 Presentation 

(1n thousands of do l la r s )  
Development Loans and Development Grants and Internat ional  

Alliance f o r  Progress Loans Alliance f o r  Progress Grants Supporting Assistance Organizations Other Programs 

Proposed Revised % Proposed Revised Proposed Revised $ Proposed Revised $ Proposed Revised '$ 
FY 1962 FY 1963 Change FY 1961 FY 1963 Chtnge F'Y 1963 FY 1963 Change FY 1%3 FY 1963 Change F'Y 1963 FY 1963 Change 

250 310 66,350 44,909 250 5 3  65,280 65,500 9,000 3,988 

5,000 498 -90 

Total proposed FY 1963 program was f o r  $850,000 (which did not include $350,000 Military Assistance). Total revised program i s  $600,000 (which does not include $200,000 
Mil i tarv Assistance and $25.000 from Peare ~ o r o s \ .  . ,, = ,  ** The $83,893,000 r e f l e c t s  the amount unprogrammed as of February 28, 1 3 6 3  There i s  an addi t ional  $100,000,000 unprogrammed which i s  expected t o  be unobligated a s  of June 30, 
1963 and f o r  whlch reappropriation w i l l  not be requested. The remaining $160,450,000 i s  d i s t r ibu ted  among the  programs according t o  actual  funct ional  use. 

aJ Revised program does not f a l l  within proposed range. Narrative explanation follows. 
b/ Development lending was contemplated, but no amount was indicated i n   resenta at ion t o  Comress. 

~ a r r a t y v e  explanation follows. 3 New p m g r m ;  not included i n  the  i l l i t r a t i v e  programs ~s presented to Congress. iiarrat;ve follows 
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SIGNIFICAIU CHANGES I N  F'Y 1963 PROGRAMS 

LATIN AMERICA 

Argentina (1n thousands of dol lars)  

Development Loans 
Congressional Presentation 
Revised Program 
Decrease 

The amuunt f o r  loans contained i n  t h e  Congressional Presentation 
was based on the request of $500 million f o r  a l l  of f a t i n  
America. The amount a p p r o p r i a t d  was $43 5 million. P r o g r e n g  
cuts had t o  be made, and revised program estimates f o r  FY ~ $ 3  
were established. !Fhe new f igure  -- a reduction of $14.3 m i l -  
l i o n  from the bottom of the  proposed range -- took i n t o  account 
the  f a c t  t h a t  some A.I .D.  ass is tance t o  Argentina t h i s  year 
would not meet development c r i t e r i a  and would, therefore,  be 
funded from Supporting Assistance. 

Bolivia 

Supporting Assistance 
Congressional Presentation 4,000 
Revised Program 
Increase 

A t  t h e  time of t h e  Congressional Presentation 
thak under optirmun conditions balance of p a p  
port  could be reduced t o  $4 million f o r  the  y 
believed t h a t  no other Supporting Assistance 
required f o r  commodity imports o r  t o  meet co 
v o l a t i l e  country. Subsequently, the  amount 
paymentsfbudgetary support had t o  be increas 
permit the  Government of Bolivia (GOB) t o  su 
acceptable min 
governmental wage inc 
and t o  maintain Boliv 

I n  another move t o  
tha t  have f luctuate  
year, $1 million wa 
- -  not produced i n  
a i r l i n e s  running. 

Conti encies: The Interaat ional  %Bank f o r  Recom'tructiofS an8 
&(TBRa) w a s  s c h d u l a a  t o  s t ~ q Y  BDL~VIQ~S  stern 
railroads and e l e c t r i c  power needs i n  mid-1962 and pmvii&e l w  
funds for  such enkerprises during 1963. The IBm StudfW were 
delayed and no f i n a l  tiecision on these loans has yet been made. 

I n  order t o  f i l l  temporariJy these two gaps, that if unattended 
threatened soc ia l  unrest a d  economic upheaval, the Agenc;y f o r  
International Development (A.I.D. ) : (a) granted $500,003 f o r  
the  purchase of portable generators t o  a l l e v i a t e  t h e  severe 
power s h o r t a e  i n  Ia Paz u n t i l  addi t ional  genoanent power iastal- 
i a t i o n s  can be b u i l t ;  and (b) granted $1 million to Bolivia's 
western ra i l road system -- t h a t  carr ies  both t h e  vas t  majority 
of t h e  country's do l la r  earning mineral exports and its imports 
-- t o  assure t h a t  the  ra i l road would have suf f ic ien t  spare par t s  
t o  continue t o  operate u n t i l  a long-term rehab i l i t a t ion  loan 
program commences. 

Also $1.5 mil l ion has been earmarked f o r  CCklIBOL, t h e  national- 
ized mining corporation, t o  meet possible addi t ional  working 
cap i ta l  needs i f  they a r i se .  

Brazil  ( I n  thousands of do l la r s )  

Development Loans 
Congressional Presentation 1 
Revised Program 
Decrease 

Chile 

Development Loans 
Congressional Presentation 
~ e v i s e d  Program 
Decrease 
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Chde (continued) Dominican Rcpublic (1n thousands of d o l l a r s )  

America. The amount appropriated Was $435 million* Heprogram- Supporting Assistance 
ming of proposed project  and program loans brougbt t h e  revised Congressional Presentation - 
t o t a l  t o  $2 million under the b o t t m  of the range f o r  Chile. Revised Program 23,925 

k c r e a s  e 23,725 
(1n thousands of dol lars  )- 

Supporting Assistance Farly i n  the  year,  following high l e v e l  discussions between 
Congressional Presentation - o f f i c i a l s  of the  Dominican Republic and the  United States ,  a 
Revised Program 6 determination was made by t h e  United States  t~ furnish urgently 
f ncrease 6 needed ass is tance t o  the  Government of the  Dominican Republ 

I n  l a t e  July, an i n i t i a l  payment of $1.0 million was made a 
Because of t h e  p o s s i b i l i t y  of c i v i l  disturbances i n  Chile at the  grant f o r  a Special Economic Readjustment Fund, f o r  t h e  
time of the  Cuban c r i s i s ,  $6,000 raas granted from t h e  Cbntingfenw of ass i s t ing  agr icu l tu re  and i n d u s t r i a l  d ivers i f i ca t ion  
Fund t o  purchase addi t ional  r i o t  control equipment and material  other economic adjustment measures. In  October an addi t  
f o r  the  i n t e r m 1  secur i ty  force.  $22.75 million was approved as  a grant t o  be used exclus 

f o r  purchase of goods and services i n  the  United States  
Colombia the  peso funds derlved t o  be used f o r  development purpos 

This grant eliminated a th rea t  t o  t h e  Dominican Republic 
Development Loans p o l i t i c a l  s t a b i l i t y .  It w i l l  contribute t o  the  strength 

Congressional Presentation 40-60, 000 of the  Dominican balance of payments and t o  the  speeding 
Revised Program 84 000 economic development. 
Increase 24,ooO 

Because of t h e  poss ib i l i ty  of c i v i l  disturbance i n  M n  
A loan of $60 million w a s  authorized f o r  development program Republic s r t  t h e  t i m e  of the  Cuban 
ass is tance t o  help Colombia finance imports needed t o  keep t h e  from the  Contingency Fund t o  purch 
program moving a s  outlined i n  i ts  Ten-Year Development Plan. equipment and materiel  f o r  the i n t  
Colombia i s  meetlng t h e  U t a n c e  c r i t e r i a  and mavin@; forward w i t h  
s ign i f i can t  monetary and f i s c a l  reforms required f o r  the  in te rna l  Ecuador 
financing of t h e  development program. A.I.D. has determined t h a t  
maximum benefit  f o r  t h e  Alliance can be achieved by giving COB- Supporting Assistance 
centrated help t o  Calombia i n  pushing forward i t s  development Congressional Presentation 
program. Revised Program 

Increase 
An addi t ional  $24 million i s  programmed f o r  proposed loans f o r  
such projects  as f e a s i b i l i t y  studies,  development banks ana a@- A loan of $7.0 mill ion f o r  cwering a d e f i c i t  i n  t h e  na.tional 
c u l t u r a l  credi t .  budget was authorized from the Contingency Fund i n  September 

1962 t o  avoid serious p o l i t i c a l  disturbances which would result. 
Supporting Assistance from the %verm.ent's inab i l i ty  t o  meet i t s  immeaiate expenses. 

Congressional Presentat ion - 
ed Program - 175 Because of t h e  poss ib i l i ty  of c i v i l  disturbance i n  Ecuador a% 
ase 17'5 t h e  time of t h e  W a d  c r l s i s  , $33,000 was granted from t h e  

Contingency ktnd. t o  purchase addi t ional  r i o t  control equipment 
f the  p o s s i b i l i t y  of c i v i l  disturbances i n  Oalombia a t  and materiel  f o r  the  in te rna l  security force.  

me of the  Cuban c r i s i s ,  $175,000 was g r a t e d  from t h e  
ency Fund t o  purchase addi t ional  r l o t  control equipment 
e r i e l  f o r  t h e  in te rna l  secur i ty  force. - 191 
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U T I N  AMERICA (continued) 

Haiti (1n thousands of dol lars)  

Develspment Grants 
Congressional Presentation 
Revised Program 
Decrease 

M t e r  the Congressional Presentation, i% was determined tha t  
&iti did not gualify f o r  regular Alltance fo r  Progress funds. 
llhsse development gran-t projects were transferre& to Suppo&ing 
Assistance funding. Subsequently, a phasedown i n  the program 
was effeete-3. Total expected Supporting Assistance funding $hie 
year i s  $5.2 million: A $2.8 million Loan fo r  construction of 
a j e t  a irport ;  a grant of $1.4 million f o r  malaria eradicst&m; 
and approx5mately $1.0 million t o  effect  an orderly cLoaeout o f  
going projects. 

Venezuela 

Development b a n s  
Cowressional Presentation 

Supporting Assistance 
Congressional Presentation 

British Honduras (1n thousands of do l la rs )  

Development Grants 
Congressional Presentation 
Revised Pro~ram 100 

West Iniies (Trinidad & Toba2o and 
Eastern Caribbean) 

Supporting Assistance 
hngress ional Pres entat ion 
Revised Program 
Ihcrease 

A t  the t h e  of the Cbngressional Presentation, negotiations 
were proceeding between the United States and the  Government of 
Trinidad and Tobago on the extent of U.S. petrticipatlon in base- 
connected projects.  This issue vas subsequently r e s o l d  by an 
agreement tha t  a $30 million grant spaced over f i ve  years -- 
$10 ni l l ion the f i r s t  year and $5 million each succeeding year -- wmld completely discharge the U.5 . base project commitmests . 
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Regional 

Development Grants 
Congressional Presentation 
Revised Program 
Increase 

must not be divulged to unauthorimd indi. 

( I n  thousands of do l l a r s  ) 

I n  the  i n t e r e s t  of fur ther ing the  Alliance for  Progress and capi- 
t a l i z i n g  on s o c i a l  progress momentum under the Inter-American 
Program f o r  Soc ia l  Progress ( W P )  program, it was determined 
.subsequent t o  t h e  Congressional Presentation t h a t  ce r t a in  addi- 
t i o n a l  s o c i a l  progress projects should be implemented. Most of 
*L -" - .*--.. - ..- 
bUGoc wcIG I I I V j = L t ~  - . h i ~ h  nrosc k t ~  ir: the  yeas i n  response t o  
the  need f o r  more v i s i b l e  Alliance impact i n  se lected areas of 
& t i n  America. No-year I m p  funds were reprogrammed to meet t h e  
needs. Some, though started. i n  F!i 1562, were implemented.  SLOW^, 
a s  the  United S ta tes  attempted t o  maximize se l f -help .  Major new 
pro jec t s  include: ( a )  chi ld  feeding ($1.5 mill ion);  ( b )  th ree  
projects  ( t o t a l i n g  $1.0 mil l ion)  designed to  strengthen the  
teaching of science and mathematics i n  I a t i n  America; ( c )  new 
community development projects  to ta l ing  some $/00,000; and (d )  
increases Sn t ra in ing  a c t i v i t i e s  by $500,000. Tne remainder of 
the  increase -- approximately $4.7 mil l ion -- is composed of 34 
smaller p ro jec t s  i n  the  categories of education and t ra ining,  
heal th ,  a g r i c u l t w e  and labor i n  approximately equal par ts .  

Contributions t o  the  Organization (1n thousands of dol.lars) 
of American Sta tes  (OAS) 

Development Grants 
Congressional Presentation 
Revised Program 
Increase 

Subsequent t o  the  Congressional Presentation, a grant of $1.6 
mil l ion was made t o  finance the  i n i t i a l  phase of an OAS public 
information program i n  support of the  Alliance f o r  Progress 
(as recornended at  the  U-ECOSOC meeting a t  Punta d e l  Este  i n  
* ~ ~ g ~ s t  ~ $ 1  nnd reaf f imd i n  t h ~  O ~ t n h ~ r  I$? mept,ings i n  
Mexico City. ) With respect t o  the  OAS Technical Cooperation 
program, e ight  regional t r a in ing  centers a r e  financed by match- 
ing funds on a r a t i o  of 704 United Sta tes  t o  304 member coun- 
t r i e s .  The par t ic ipat ing countries announced intentions of 
making a l a rge r  contribution than had been an t i c ipa ted  a t  the  
time of t h e  Congressional Presentation. Therefore, U.S. fund- 
ing was increased by $300,000. I n  order t o  st imulate hhmpean 
i n t e r e s t  i n  I a t i n  America the  United Sta tes ,  through t h e  M- 
Organization f o r  Economic Cooperation and Development (OECD) 
Fellowship Program, pays the  t r a v e l  costs of l a t i n  American 
students, who receive fellowships i n  other Free World countries. 
Cost of t h i s  new program i n  FY 1963 is $580 thousand. 
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Burma (1n thousands of do l la r s )  

Supporting Assistance 
Congressional Presentation 30, 
Revised Program 14,490 
Decrease 15,700 

sed plans f o r  t h e  Rangoon-Wdalay Highway project  c a l l  f o r  
gation of $9,145,000 f o r  t h e  design and construction O f  t h e  
t sect ion of t h e  highway ra ther  than of t h e  ant ic ipated $24 
ion  f o r  construction of the  en t i re  length of t h e  road. The 
ina t ion  of a proposed t ra in ing  contract and t h e  par t ic ipant  

mponent resul ted i n  a small reduction i n  t h e  Folice Assistance 
o jec t .  P a r t i a l l y  o f f se t t ing  these reductions was t h e  approval, 

equent t o  t h e  Congressional Presentation, of a $1.45 million 
ec t  f o r  expansion of teak production, 

China 

Development Loans 
Congressional Presentation 55,000-85, 000 
Revised Program 41,500 
Decrease 13,500 

The reduction r e f l e c t s  primarily t h e  following: (a)  decrease i n  
t h e  p h ~ e d  amount f o r  a program loan, p&mtly due t o  slower-than- 
ant ic ipated drawdown of t h e  FY 1562 loan; (b) d e f e r r a l  of a con- 
templated loan t o  the  Taiwan Railway Administration pending 8n 
over-all  t ransporta t ion survey by flfRD; (c) increased i n t e r e s t  
of pr ivate  investors  i n  some of t h e  industr ies  f o r  which A.1.D. 
loans had been contemplated; and (d) delayed completion of feas l -  
b i l i t y  s tudies  on which loan applications would be based. 

Indonesia 

Development Loans 
Congressional Presentation 25,000-50, 000 
Revised Program 11,100 
Decrease 13,900 

Supporting Assistance 
Congressional Presentation 
Revised Program 
Increase 

(1n thousands of do l la r s )  

The increase r e f l e c t s  priraarily an emergency loan of $17.0 m i l -  
l i o n  for  procurement of raw materials and spare pasts t o  a l l e -  
v ia te  the p a r t i a l  paralysis  of Indonesian industry caused by 
t h e  shortage of foreign exchange. Most of t h e  remainder of t h e  
increase resul ted from upward adjustments i n  funding of equip- 
ment requirements of the  Mobile Brigade of t h e  National Police, 
resulting from a rephasing of the  program 
agency study. 

Korea 

Development Loans 
Congressional Presentation 
Revised Program 
Decrease 

The reduction resul ted from the  f a c t  t h a t  

following an in tes -  

ce r ta in  capital 
ects ,  par t icular ly  i n  t h e  f i e l d  of e l e c t r i c  paver, have moved- 
more slowly than anticipated through the  stages of f e a s i b i l i t y  
studies,  cos t  estimates i n  compliance with l e g i s l a t i v e  require- 
ments, and analysis i n  t e r m  of Korea's development program and 
self-help e f fo r t s ,  and are,  therefore,  not expected t o  reach 
the  stage of Loan approval i n  FY 1963. 

Supporting Assistance 
Coneressional Presentation 12 
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Development Loans 
Congressional Presentation 
Revised Program 
Decrease 

Applications under t h e  $59 million credi t  earmarked f o r  the  
Philippines i n  January 1962 t o  support President Macapgal's 
s t ab i l i za t ion  program have not been submitted at  t h e  anticipwbed 
r a t e .  The reduced amount of $15 million i s  being held avai lable  
t o  cover estimated requirements f o r  the  balance of FY 1963. 

Development Loans 
Cowressional Presentation 

Supporting Assistance 
Congressional Presentation - 
~ e v i s e d  Program 
Inc r a s e  

8,900 
8, gao 

Since it was intended t h a t  Supporting Assistance funding f o r  
Thailand would be terminated i n  FY 1962, the Congressional Pres- 
entat ion contained no recluest f o r  such funds. Due t o  the  

Vietnam I1n thousands of do l la r s )  

LC v G ~ U L J " L K L L ~  GL ~ L L L ~  

Congressional Presentation 20,000 
Revised Program 10, 600 
Decrease 9,400 

The $9.4 million reduction i n  Development Grants resul ted from 
the reor ientat ion of t h e  Vietnam progrm t o  emphasize counter- 
insurgency ac t i t t i t i e s  under Supporting Assistance and t o  re ta in  
i n  Development G r a n t s  only those a c t i v i t i e s ,  primarily i n  edu- 
cation, health and public administration, which contribute 
d i rec t ly  t o  building ins t i tu t ions  and human resources f o r  t h e  
postwar reconstruction period. 

Supporting Assistance 
Congressional Presentation 140,000 
Revised Program 120,000 
Dec PWS e 20,000 , 

The decrease ' ref lects  a. retiwed levef of l icensing of eomtnodity 
imports due t o  a s lower- tW-ant ic ipated adjustment by Vtetnamese 
importers t o  %he de fac to  revaluation of ' the exchange rate and 
revision of t h e  %ax structure applicable t o  imports i n  January 
1962. This f a c t o r  was n f f se t  p a r t  by increased r e q d r m e n t e  
of imports fo r  the  counter-insurgency program. 

deter iorat ion of the s i tua t ion  i n  Laos and a re la ted  change in. 
the  in te rna l  secur i ty  s i tua t ion  i n  Thailand, however, an Inter- 
na l  Security Plan f o r  Thailand was prepared by t h e  Country Team 
and funds were made avai lable  from the  Contingency Fund t o  cover 
FY 1963 requirements f o r  A.I.D. support of the Plan. 
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PEAR EAST AND SOUTH ASIA I s rae l  (1n thousands of dollars)  

NEAR EAST Development b a n s  
Congressional Presentation 15-20,000 
Revised Program 
Increase 

115,000 
25,000 

The Government of Iran (GOZ) has not fuLfiUed o w  expecta- 
tions for  t h i s  f i s c a l  year in preparbg a comprehensive p&ti Although the  Israel ecomngr continues t o  progress toward via- 
for allocation of r e s w c e s .  The Third Plan has not yet  be^ b i l i t y  a t  a satisfactory rake, %here was a deterioration fn 
adequately fonmtlat&; decisions as t o  allocation of rescvurces the balance of trade i n  3.952 because higher Imposts more than 
to economic sectors have been delayed, and the ZranM Govern- offset the gain i n  exports. Partly fo r  th is  reason it ms 
ment has not met our c r i t e r i a  for  submitting plans, specif9- aecided tha t  development loans would be maintained i n  FY l$3 
cations, etc.,  i n  connection with loan proposals. Because of at the same leve l  a s  the preceding year. In  recognition of 
th is  fa i lure  t o  meet our lending cr i tes ia ,  the  proposed lend- the fact  tha* f s r ae l  i s  reaching e point where termination of 
ing program has been reduced by $20 million. aevelopment lending can be anticipated, the interest  r a t e  on 

the $45 million l?f lS3 loans is being increased from three- 
(1n thousands of dollars ) fourths of 1% to 2$ and In FY 3964 development loans are  con- 

Development Loans templated, a t  a leve l  of $20 million with a further increase 
Congressional Presentation 40,000-60, 000 i n  the interest  ra te  of 3-1/2$ 
Revised Program 20,000 

Development Grants 

Congressional Presentation 
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NEAR EAST AND SOUTH ASLA (Continued) 

Syria (Continuedl 

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

Congressional Presentation 
Revised Program 
Increase 

In ear ly  November 1962, an outbreak of polio occurred i n  t h e  
xural .areas  of Syria. The Syrian Government requested U.S. 
ass is tance i n  obtaining a supply of Salk vaccine. Over 10,000 
ampoules, about 100,000 doses of vaccine, were flown t o  Syria 
at t h  cnd of ?hmtCxr a t  t o t a l  C Q B ~  cf $17,000 CE t h i s  
amount, $7,000 was from the Contingency Fund under Supporting 
Assistance authority,  and $10,000 was from t h e  Ambassador's 
Eknergency Relief Special Fund. 

United Arab Republic (UAR) 

Development Loans 
Congressional Presentation 
Revised Program 
Increase 

The FY 1963 Congressional Eresentation shared no specifSc 
amount f o r  development lendtng, but stated t h a t  b a n s  would be 
considered f o r  project  proposals. The Assistant A W n Z s t r a t ~ x  
f o r  Near Fast and South Asia t e s t  i f  ied to t h e  House Am,ropri@- 
t ions  Committee that:  "We have indicated t o  t h e  United Arab 
Republic Government tha t  we a r e  prepared t o  consider a reaason- 
ab le  volume of development loans. On the bas i s  of loan appli-  
cations received to date it appears t h a t  the t o t a l  might be 
about $40 million. This ass is tance would help t h e  United Arab 
Republic t o  press forward with i t s  economic development pro- 
gram and reduce i t s  dependence on assistance from the Sino- 
Soviet bloc. " ( ~ e a r i n g s  p. 217) I n  December 1962 a 
Development b a n  of $30.6 million was approved f o r  the  Cairo 
West Power Project. Two addi t ional  Development b a n s ,  f o r  the  
Rakta Board M i l l  ($5 mill ion)  and the Bagasse PLant ($5.3 m i l -  
l i o n )  a r e  under consideration. 

Supporting Assistance 
Congressional Presentation 
Revised Program 
Increase 

I n  May 1962, the UWI agreed with the  Internat ional  %neLary 
Fund (IMF) upon a s tab i l i za t ion  proRram which included 
s t r ingent  controls on bank credi t  and a l ibe ra l i za t ion  of 
foreign exchange controls.  To support t h i s  program, and 
because of the  UAR's need f o r  emergency f inanc ia l  assistance, 
A. I . D .  authorized a $20 million Supporting Assistance b a n  
from FY 1962 Contingency Funas i n  June 1962 t o  finance U.S. 
exports. I n  order t o  induce the  UAR t o  seek financing from 
other Western nations, the  United S ta tes  indicated t h a t  an 
addi t ional  $10 million loan would be considered i n  FY 1963, 
if funds were avai lable ,  on a dol lar-for-dol lar  matching 
basis against new UAR borrowings i n  excess of $20 million 
from other Western nations, a s  explained i n  the  testimor~y by 
Assistant Administrator Gaud t o  t h e  House Appropriations Com- 
mittee ( ~ e a r i n g s  p. 219). Early i n  FY 1963 the UAR acquired 
a t o t a l  of $30 million of loans from t h e  U.K. and West 
Gemaq,  and i n  September 1962 the  United S ta tes  apprwed the  
addi t ional  $10 million loan. 

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

Development Grants 
Congressional Presentation 1,300 
Revised Program 530 - - - 
Decrease 770 

The $1.3 milLion projected f o r  Ceylon i n  the  FY 1563 Congres- 
s iona l  Pxesenkation has been reduced t o  $530,W because of 
the. suspension of t h e  program on Febmary 8, 1963. The 
$530,000 represents ongoing costs f o r  e ight  months, t h e  Funds 
c o m i t t e d  under irrevocable l e t t e r s  of c red i t  p r io r  t o  t h e  
suspension of a id ,  t h e  costs of par t ic ipants  s t i l l  i n  t r a i n -  
ing abroad, and t h e  closing out costs of the A.I.D. Mission. 

India - 
Development Loans 

Congressional Presentation 4 
Revised Proerram 
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NEAR FAST AND SOUTH ASIA (Continued) 

ir:dia ( ~ o n ~ i n u e d )  

Shaded arms .re SECURITY CLASSIFIED and 
must not be divulged to unauthori=-d indi- 

viduds. All other mat-rial Is uncl.ssifled. 

o f f e r  t o  provide up t o  $500 mill ion (incla&ing $50 million of 
Ekport-Import (EX-1m) Bank lending) fo r  the  second year  of 
India's plan. The offers  of the  other consortium members 
would require  A.I.D. lending of $327 million. The add5tionaf 
$68 million estimated fo r  development lending i n  FY 1963 repre- 
sen t s  an i n i t i a l  contribution t o  the  Third Year of India's 
Plan. 

( I n  thousands of dol lars  j 
Development Grants 

Congressional Presentation 15 000 
Revised Program 7,450 
Decrease 7,550 

ment Grant program was reduced from t h e  planned $15 
million by financing t h e  commodity portion 

the malaria eradication program 
ogplng one planned Development 

dvance funding of contxacts t o  t 
e r  thm expected recmi-tment of 

contributed t o  the  reduced funding r 

Indus Waters (1n thousands of d o l l a r s )  

Contribution t o  Internat ional  
Organizations 
Congressional Presentation 
Revised Program 
Decrease 

$30 million shown i 
f o r  U S ,  contr ibut i  
(IBDF) was based upo 
funding requirements. 
based on the  Bank's 
butions due and payab 
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Algeria (1n thousands of 4oTlars) 

Development Grants 
Congressional Presentation 
Revised Program 
Increase 

A t  t h e  t ime of preparation of the  FY 1963 Congressional Besen ta -  
t ion,  t h e  prospects f o r  peaceful settlement of the  Algerian revo- 
l u t i o n  were i n  consfderable doubt. However, during t h e  
l e g i s l a t i v e  hearings, Department of S t a t e  witnesses pointed out  
t h a t  circumstances might c a l l  f o r  U.S. assistance t o  Algeria i n  
view of t h e  importance of the  prospective new s t a t e .  

In the  l a s t  montlis of FY 1962, A.I.D. la-mched a liimanitarian 
program f o r  refugees, indigent, and unemployed; and medical help 
under t h e  auspices of cARE/~edico. During the f i r s t  months Of 
B"f 1963, the  new Algerian government, aware of t h e  overwhelming 
task  of rebuilding i t s  country, indLcated t o  U.S. o f f i c i a l s  i t s  
& s i r e  f o r  work r e l i e f  assistance. The proposal s e t  fo r th  by 
A . I . D .  encompasses a four-area r u r a l  r ehab i l i t a t ion  project.  
Wages a r e  t o  be paid p a r t l y  with P.L. 480 commodities and p a r t l y  
in cash from t h e  Algerian budget. The cost  of t h i s  Developmen% 
Grant project ,  together with a small technical support s t a f f  and 
some par t i c ipan ts  i n  selected f i e lds ,  is estimated a t  $1 million. 

Supporting Assistance 
Congressional Presentation 
Revised Program 
Increase 

The medical ass is tance program s t a r t e d  i n  ~i 1962 
continue through December 1963. C A R E / M ~ ~ ~ C O ,  under 
with A.I.D., provides the  Beni-Messous hospital  each month with 
a team of medical spec ia l i s t s  from various outstanding U.S. uni- 
v e r s i t i e s  and hospitals.  This program, together with the  r e l i e f  
feeding program, has contributed t o  t h e  creation of the  favo,rsbke 
U.S. inage which ex i s t s  today i n  Algeria. 

Burundi (1n thousands of do l ia r s )  

n n l r ~ l  n n m e q t  C r x n t c .  

Congressional Presentation 
Rcvised Program 
Increase 

An "Independence" g i f t  of 30 short-term scholarships was offered 
t o  Burundi l a s t  summer. It i s  expected t h a t  the  FY 1963 funding 
of these scholarships w i l l  t o t a l  $70,000. 

Chad 

Development Grants 
Corgressional Presentation 490 
Revised Program - 990 
Increase 500 

!The FY 1963 Congressional Presentation did not contain provision 
f o r  the  Ft. Archambault Water Supply project .  !Phjs w i l l  provide 
a modern water supply t o  t h i s  second la rges t  c i t y  i n  Chad thus 
seducing the  heavy t o l l  from water-borne diseases. 

Dahomey 

Development Grants 
Congressional Presentation 
Revised Program 
Decrease 

The decrease i n  the  FY 1963 Development Grant program is due 
primarily t o  t h e  f o l l o w i q :  (a) t h e  decision not t o  bui ld  a 
school i n  t h e  'bJ?echnical Education" project;  fb)  the  reduction 
of t h e  amount proposed f o r  f e a s i b i l i t y  studies;  and (c)  the  
funding of ce r ta in  project  needs with Sec. 402 currencies.  

Guinea 

Development Grants 
Corgressional Preser~tat ion 
Revised Program 
Increase 
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,Guinea ( ~ontlnuea) 

Shaded areas are SECURITY CLASSIFIED and 
musl nol be divulged lo unauthorized indi- 

assistance was requested from the Wnfnited States. Xn order b 
help Gdnea mintain its economic and political independence 
from the bloc an& increase its cooperation with Wze West, the 
U.S. Government decided to provide assistance adaitional to kimt 
requested in the CotqgessionaE Presentation. The increase eovers 
the Fo'olf owing programs : (a] tt~cxeas& regtlZrements f o r  the 
Scholarship progmn, and (b) the approval o f  a new industrial 
pilot-type project , 

(1n thousands of dollars) 
Supporting Assistance 
Congressional Presentation 
Revised Program 

2 , m  
5,000 

Increase 3,000 

The Soviet bloc has ceased shipment of certain essential cormnodi- 
ties which were included in the "Aid and Trade" Agreement between 
the Government of Guinea (GOG) and %he bloc. This has a&gravate& 
the already serious balance-&-paptents position of the Em. %e 
$5-0 millLon in Strppor-Ling Assistance funds will provide essen- 
$fa2 industrial commodities which will hefp to alleviate the 
bbnce-of -payments situation. Qproxinnately 308 of the comma&- 
ties will be procured in the UnLted States. 

Liberia 

Development Loans 
Congressional Presentation 

Mali 

Development Grants 
Congressional Presentation 
Revised Program 

The Development Grant program for Mali has been decreased 
because we were able to shift funding of the Higher Teacher 
Training Institute construction from Development Grants to 
Devclopment Loans. 

Mauritania 11n thousands of dollars) 

Development Grants 
Congressional Presentation 
Revised Program 200 - 
&crease 200 

At the time the FY 1963 Congressional Presentation was being 
prepared a program in Muritania was not contemplated. It has 
now been decided to undertake limited technical assistance in a 
small Development Grant program in response to Mauritanian 
requests. Tentative plans call for some A.I.D. assistance in 
the fields of health and sanitation. 

Supporting Assistance 
Congressional Presentation 
Revised Program 

sons in the 

Morocco 

Development Loans 
Congressional Presentation 
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AFRICA (continued) 

nr; ? P ~ < Z  f1n thousands of d o l l 4  

Development Loans 
Congressional Presentation y3,OOO-110,000 
Revised Program 23,100 
Decrease 66, 900 

Expectations f o r  loan applications i n  Nigeria f o r  FY 1963 have 
not been met. In addition, A.I.D. c r i t e r i a  f o r  completed loan 
applications have not yet  been met f o r  many of t h e  applications 
which have been received. Therefore, the  FY 1963 lensing pro- 
gram has been substant ia l ly  reduced. 

Rwanda 

Development Grants 
Congressional Presentation 
Revised Program 
Increase 

An "independenceu g i f t  of 3O short-term scholarships 
t o  Rwanda l a s t  summer. It i s  expected t h e  FY 1963 f 
these scholarships wilL t o t a l  $30,000. 

Development Loans 
Congressional Presentation 
Revised Program 
Decrease 

The decrease i n  the  Sudan Development Loan program WB6 caused by 
t h e  following: (a) There has been a delay i n  receipt  .of t h e  
Government of Sudan (GQS) financed f e a s i b i l i t y  study fo r  the, 
Khartoum International Airport; (b) The anticipated loan appl i -  
cat ion fo r  the  Khartoum-Port Sudan road has not been received; 
and ( c )  The planned school construction loan w i l l  not be readgr 
f o r  f i n a l  decision u n t i l  FY 1964, due to  Lhe absence of data 
from t h e  Sudanese Government t o  meet our loan c r i t e r i a .  

Tanganyika 

Development Loans 
Congressional Presentation 
Revised Program 
Increase 

A t  the  t i m e  the  FY 1953 Ccz?qgessioilal Presen+,ation was i n  prrpa- 
ration, the  loan p r o g r a  under the  A.I.D. comitment extended 
t o  the  Government of Tmganyika included $5.0 million f o r  
FY 1962 and $5.0 million f o r  FY 1963. Tkie FY 19b2 program was 
not carr ied out and was carr ied over in to  FY 1963. 

Tunis i a  (1n thousands of do l la r s )  

Development Loans 
Congressional Presentation 30,000-40, 000 
Revised Program 25,200 
Decrease 47 

The decrease i n  the  Development Loan leve l  is due t o  the  f a c t  
ce r ta in  elements of t h e  program original ly  planned f o r  FY 1963 
funding w i l l  not be ready f o r  financing u n t i l  FY 1964. 

Development Grants 
Conaressional Presentation 
~ev l ' sed  Program 2;487 
Decrease 4,913 

The decrease i n  the  FY 1963 Developaent Grant program i s  
pa r t ly  t o  t h e  t rans fe r  t o  Development Loan funding of ce 
cap i ta l  projects presented f o r  Development Grant f inanci  
p ~ ~ ~ t - l y  t o  refinement of project rrqulrements '~'liich led t 
reduction i n  o r ig ina l  estimates.  

Supporting Assistance 
Cowressional Presentation - 
Revised Program 

The $6.8 million consisted of $0.1 mil l ion f o r  Disaster Relief 
and $6.7 million f o r  a non-project commodity import program. 
The l a t t e r  was approved t o  compensate f o r  a s imilar  amount of 
FY 1962 funds deobligated through techn ica l i t i e s  i n  a i d  pro- 
cedures and t o  f u l f i l l  A.I.D.'s commitment t o  finance t h e  f o r -  
eign exchange costs of ce r ta in  comodit ies .  Because t h e  
Appropriation Ace of 1963 prac1,des t h e  reoblfgztion o f  p r i o r  
year funas f o r  purposes other  than projects  previously approved 
by Congress, the  Agency approved the use of FI 1963 funds fox 
t h i s  purp0se. 
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EUROPE 
Building and School F a c i l i t i e s  (1n thousands of d o l l a r s )  

Yugoslavia ( In  thousands of dol lars)  Development Grants 
Congressional Presentation 
Revised Program 
Decrease 

Development Grants 
Congressional Presentation 
Revised Program 
Increase 

Al l  funds shown i n  the  Congressional Presentation f o r  t h i s  act iv-  
i t y  have been programmed. Programs and obligations,  however, 
except for the  $114 thousand f o r  Interregional-type a c t i v i t i e s  
a r e  included i n  country programs. 

The FY 1963 program, i n  t h e  absence of a President ia l  f inding as  
required by Section 620(f), w i l l  cover o r i ~ y  "wind-up" program 
support as  authorized under Section 617 of the  Foreign Assist-  
ance Act (FAA). These support costs  w i l l  be funded from Develop- 
ment Grant appropriations. Civic Action Projects 

Development Grants 
Congressional Presentation 
Revised Program 
Decrease 

Investment Surveys 
Al l  funds shown i n  the  Congressional Presentation f o r  t h i s  
a c t i v i t y  have been programed and a r e  included i n  t h e  various 
country programs. 

Congressional Presentation 
Revised Program 
Decrease 

Development Research 
The Congress provided $1.5 million f o r  t h i s  new program. Because 
of a time lag  i n  making the  U.S. business c o m i t y  famil iar  
with t h e  Investment Survey Program, only $498 thousand w i l l  be 
required i n  FY 1963, although t h e  program i s  now gaining substan- 
t i a l  momentum. 

Development Grants 
Congressional Presentation 
Revised Program 
Decrease 

World Food Program Due t o  sharp Congressional cuts i n  Development Grant funds, it 
was necessary t o  reassess the  d i s t r ibu t ion  of the  avai lable  
funds. Because of the newness of the  Research program and t h e  
firmness of the  ongoing programs, it was administratively 
determined t o  l i m i t  t h e  Research ava i lab i l i ty  t o  $6 million. 

Internat ional  Organizations 
Congressional Presentation 
Revised Program 
Increase 

Interregional Programs 
During the  hearings on the  request f o r  Contributions t o  Inter-  
nat ional  Organizations, the  Executive Branch indicated t h a t  a 
new program was being s tar ted,  under t h e  aegis of the  Food and 
Agriculture Organization, t o  make avai lable  surplus foodstuffs 
t o  needy persons, and t h a t  t h e  United S ta tes  intended t o  p a r t i c i -  
pate  i n  t h i s  program. It was noted t h a t  the  dimensions of the  
U.S. contribution t o  the  program were not known a t  tha t  time but 
t h a t  they would be determined during t h e  f i s c a l  year and t h a t  it 
would be necessary t o  draw on the  Contingency Fund f o r  the  U.S. 
share of t h i s  program. 

Supporting Assistance 
Congressional Presentation 
Revised Program 
Increase 

A small police t ra ining program not previously contemplated i s  
being carried out a t  the  request of and with reimbursement from 
another government agency. 
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Disaster  Relief ( I n  thousands of do l l a r s )  

Supporting Assistance 
Congressional Presentation 
Revised Program 
Increase 

The requirements f o r  emergency Disaster Relief purposes cannot 
be estimated i n  advance of t h e  Congressional Presentation. 
Therefore, a s  such needs occur during t h e  f i s c a l  year, neces- 
sary amounts a r e  provided from the  Contingency Fund. Through. 
February 28, 1963, a need f o r  t h i s  type of emergency ass is tance 
has a r i s e n  i n  connection with th ree  earthquakes i n  Iran: 
Morocco and Libya. 

Project; HOPE 

Alliance f o r  Progress Grants 
Congressional Presentation 
Revised Program 
Increase 

(1n thousands of d o l l a r s )  

Because of uncer ta int ies  of fu tu re  plans f o r  Project HOPE, t h e  
des i re  t o  achieve loo$ pr ivate  f inancing, and t h e  f a c t  t h a t  it 
had previously been financed from the Contingency Fund, no e s t i -  
mate was included i n  the  Alliance f o r  Progress Presentation f o r  
FY 1963. When it was determined t h a t  fu r the r  U.S. Government 
f inanr ia l  pa r t i r ipa f inn  W ~ T .  e s s e n t i a l  t o  the success of the  
project ,  $1.04 mill ion was budgeted from Alliance f o r  Progress 
f unds . 




