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ECONOMIC AND MILITARY ASSISTANCE FOR
LATIN AMERICA

Economic Assistance Legislation for Latin Ameriea

THUBRSDAY, MARCHE 24, 1977

House or REPRESENTATIVES,
CoMMITTEE ON INTERNATIONAL RELATIONS,
SuscoMMrTTEE ON INTER-AMERICAN AFrams,

Washington, D c.
The subcommittee met at 10:04 a.m., in room 2255, Ra House
Office Bmldmg, Hon. Gus Yatron (chairman of the su ¥

reei

i, i, Toey e ot Tt i At
8 series o 3 year 1978 au

for AID development assistance and security supporting a.smbanoe

in Imn America.

I would like to welcome Secretary Luers and Mr. Lion, who will
be our leadoff witnesses. Later on, Mr. Tom Scanlon will share with
us some views regarding the Social Progress Trust Fund.

If it meets with your approval, gentlemen, Sec Luers can go
ahead with his remarks in whatever way he wishes. you are
finished, Mr. Secretary, mcmﬂdthwentertmnqueﬁhonsmdfmm
thﬁ:  on to the next witnesses.

ry.

STATEMERT OF WILLIAX H. LURRS, ACTING ASSISTANT smm-
TARY OF STATE FOR INTER-AMERICAN AFFAIRS, nmmrm'r
OF STATE

Mr. Luxes. Thank you, Mr. Chairman. On behalf of the Bureau,
1 would like to welcome you to the Chair of this committes. I hope we
can continue the cooperation we have had with this committee over
the last several years.
I think it is perfectly clear that there is a great opportunity to
ansrwcms the cooperation between the executive branch and Congress,
I think there is no ares that is more important than the area of
Inter-American affairs because, asIsay in my statement, I think the
understanding of the American ;;eo ple, including the American Con-
gress and the executive branch, lags considerably behind the reality
of %atm Amenmhmd mdlﬂ%nmhl mt;ons that areinvolved. -
thmkzt:s & responsi of us together to try to illuminate
some of this mi tion of wiyuas the reality of IAI;,ym America.
If I could, I would like to go stateznent.lwﬂltrym
makextasbmfuspmble,andthenlw like to have questions.

1)
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As T told you before the hearing, Ambassador Todman, who was
just confirmed yesterds bythaém&,mgn_stsverym}xchham
unable to be here today of the uncertainty over his confirma-
tion. But he looks forward as I do, to cooperating with you over the
e tpanis t,1 plan to describe brieft

is opening statement, : y: . .

How our perceptions of the%xenﬁsphmg have behind reslity.

How differently we and the other nations of hemisphere per-
ceive our mutua! interests. . . .

How strikingly different our perceptions are from the Latin Ameri-
cans on the proper emphasis on rights. ) .

And how we are setting out in this environment to improve hemis-
pheric cooperation. . :

I mentioned, Mr. Chairman, that I think our appreciation of the
attitudes toward Latin America and the Caribbean has not kept Eee
with the dramatic changes that have taken place in this hemisphere
since the early days of the Alliance for

And T note that a month ago I read an editorial in a major news-
paper published in this city in which a very important editorial was
written about Brazil and the capital kept being referred to as Rio.
I do not want to nitpick, but it suggests to me there is not sufficient
attention and understanding given not only to the broad scope of our
relations with the hemisphere, but to the details of each individual
country.

Today the nations of Latin America and the Caribbean are more
diverse, confident, in%;xmdent, and self-aware than any regional
grouping in the Third World.

. They have a crushing burden of foreign debt, an alarming popula-

. tion growth, and a dizzy rate of urbanization. As change has trans-

formed these societies, inequities have become exaggerated and pov-
erty exists alongside prospentzam /

Most of the nations of the isphere have given up one-man rule
for more institutionalized forms of government. But the dominant
institution is the military. Democracy, never strongly rooted in Latin
America, is less prevalent today than at any time since World War II.
Yet, while there are repressive governments, as we all know there is
a paradox in the sense that throughout most of this hemisphere, demo-
cratic freedoms, press freedoms, freedom of assembly coexist with
serious abuses of human rights.

Latin America and the Caribbean present most dramatically the
importance of the North-South issues to the people of this country.
From no other part of the world does foreign poverty impinge so inti-
mately on our society or create such an implicit obligation to help:

As our living standards outstrip theirs, we become the ill but
logical haven for workers escaping the despair of poverty.

Regional proximi% gharpens our bumanitarian perceptions that
poverty is a global rather then a national problem. .

As our market for illicit drugs expands, our corruption and crime
extends itself into the poor agricultural areas where the products of
the poppy and the coca plant become valued commodities.

As our interchanges of finance, trade, and tourism grow, they im-
pact deeply on citizens of this coyntry. And Y cannot avoid mention-
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ing that as the citizens from our neighborhood enter the United States,
our society is enriched. )

The peoples of this hemisphere are no longer in awe of us. Ad they
have grown in their sense of independence and self-confidence, they
also have retained their respect for our vitality, success, technology,
and prosperity. But many charge that we have an insatiable thirst for
the world’s resources, that we are unwilling to share our expanding
wealth and that we have used our enormous power arbitrarily in the

It seems to me this is a classic dichotomy between rich and poor,
but it has a particular intensity in this hemisphere because it is closer
and because we have lived with it longer.

I would like to say a few words about how we view our mutual in-
terest in the hemisphere and how, in general terms, the Latin Ameri-
cans view our interests, and they are not the same. We do not have
the same perceptions of how we should work together.

'We hope this hemiezl;em would remain free from military conflict,
from arms races and from the proliferation of nuclear weapons.

We depend on the expansion of two-way trade with a rapid growing
and industrializing market.

As Mr. Lion pointed out, we have r trade with this region
than with any other part of the Third World.

We look to the leaders of this hemisphere to play & mature and
moderating role in the international councils now exploring the re-
ordering of the world’s economic institutions and procedures. And we
know here in this hemisphere there are more experienced governments,
more experienced technicians, more experienced leaders who under-
stand the dimensions of what they are looking for in & new interna-
tional economic order.

We desire to see the end to torture, persecution, arbitrary arrest,
and violence from the left as well as the right, :

And we hope, along with all this, and with economic development,
there can be a development of democratic institutions which provide
the most certain guarantee of human rights.

What the nations of the Caribbean seek from us is somewhat the
same, but with different priorities and with different intensity. ;

You will be examining with individual office directors from the
bureau the problems of each country, and you will see the vast diversity
that this hemisphere represents. But there are some common threads.

First, trade and resource flows are at the center of the concerns of
all the countries of this hemisphere. They want expanded and pre-
ferred access to our markets and guarantees of stabilized earnings
from their rts. They want our finance and technology, and they
want financial ing for their heavy debt burdens.

Second, they insist we not intervense in their internal affairs. Coun-
tries of Latin Americs, particularly the Caribbean, have been obsessed
with U.S. interventionism over a long period of history. And by inter-
ventionism, they mean explicitly military intervention and subversion,
but some even extend this into cultural penetration and into the phe-
nomens of U.S;gsrodneta and television programs.

In other words, because we are so big, and we are here, often by

~ our very presence we are interventionists. But they also want our re-
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spect and our appreciation of their dignity, independence, and sov-
ereignty. They want our @demnd% and our attention. And if we
do recognize and finally discover interdependence, it means we have to
be responsive to the interests of the nations of this hemisphere, other- i
wise, we cannot expect responsiveness from them to our interest.

Let me say a few words now about the question of human rights,
which i8 8o important in this hemisphere ss it is worldwide.

Again, the Latin Americans and we see the issues differently, with
different perspectives. Although we share common principles, they see ¢
our urging respect for human rights as & new type of U.S. inter-
ventionism.

They are annoyed that our comments and program restrictions re- »
flect & failure to understand their particular domestic problems and .
security threat,

‘We do not pretend to measure or judge the domestic threat. It is the

and severity of the response of governments that concerns the
Tican le. As President Carter said at the United Nations, no
signatory of the U.N. charter “can avoid its nsibilities to speak
out when torture or unwarranted deprivation of om occurs in any
part of the world.” ‘
I wmttobeelearthttslthoughmmegwammm have rejected our
* efforts and our statements on behalf of human rifhts, thers are other
governments who applauded them and many people in this hemisphere *
are heartened by the renewed attention of this country and this Gov-
em:lnint to these values which form such a unique part of the new :
wo

In our increased interest in human rights, we do not try to impose :
our political preferences on any nation, but we are summoning gov- i
ernments to respect the principles to which they have subscribed in :
numerous documents of the United Nations and OAS. )

There is & second aspect of the human rights question, the percep-
tion of which separates us from many governments, leaders, intellec-
tusls, and common citizens throughout this hemisphere. We have tra-
ditionally ctressed the fundamental rights of liberty and the freedoms !
from physical and mental persecution. Qurs was the first constitution :
and document in the world that stressed the issue of freedoms. And our *
Constitution formed the basis and the guide for constitutions through-
out the hemisphere, ,

Yet many m this hemisphere see the rights to food, shelter, work,
and survival as fundamental as well. If the right to be free from tor-
ture and }iemacution is vital to man's dignity, 80 are the economic and
social rights inveluable to the maintenance of this dignity.

‘We in the United States must be alert to the charge as we press for-
ward in our search for better performance in human rights that we »
are justifying our decision not to share our wealth on the grounds that A
others viclate human rights which we find so important.

Our conscience thus eased, many will charge, we continue to devour
& third of the world’s resources. L

. Mr Qhainfmn, if we are pr;pax;gto match our x;orahty with guor

erosity, if our compassion for the poor is equal to our passion for

g&ommdifwep&yasmuchutﬁenhmmﬂm itarian as we do to
the libertarian issues, our message will be h and understood.

This is the fundamental combination of the American Declaration
of Independence combined with the Constitution which gives us a

1

¥
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tradition of egalitarianism and libertarisnism which we todsy are dis-
cussing at home and which I hope will be projected in our foreign

policy.
Having said this, I am optimistic about the capacity of this Nation
}tlo ah:,ag;& more cooperative relationship with other nations of this

emisp!

First, we have with our nei a long experience in shaping eco-
nomic change and growth. North-South dialog, as itl;s called
today, really began in this hemisphere, and many of the people who
or‘gmamd it are still alive and functio well and actively.

ut with them we must address simultaneously global, regional,
subregional, and bilateral economic issues. Our approach to most of
these 1asues will depend on solutions developed in a global framework.
But many of them can best be worked out thmuéx x‘mw
inter-American with the Organization of American s at
its center, Still others can be dealt with through subregional groupings
and on a bilateral basis. . .

A second reason I am optimistic is that this hemisphere continues
to be one of the few regions of the world that is at peace. The nations
are at peace with each other, and although there are repressive gov-
ernments, there is no serious threst of war todsy in this re.
And while we all know violence is too often turned inwsrd in the na-
tions of the new world, including in our own country, the governments
of this hemi rehuvamintam@mdeapwgtoimpmvathelot
of their people. And moet petge throughout the Americas nd
instinctively to expressions of the fundamental humanitarian values.

Third, we must make clear again that the long era of U.S. inter-
ventionism has passed. Governments will remain ical of these

- ASSUTANCES, Butwamustbeopeninonrmlstionsm abstain from

our historic compulsion to deeign the future of our neighbors and to
participate in the development of their institutions. We can only con-
vince them over time by our performance and by our abstinence and
not by our rhetoric.

A fourth resson for optimism is that there is & new sense of coop-

eration developing between the U.S. private sector and the govern- .

ments of this hemisphere. A fter nearly s decade and a half of tension
between the private sector and the governments, the nations of this
hemisphere have become more confi and more clear on how to
define the terms under which they accept foreign capital. U.S. com-
panies, for their part, are showing greater sensitivity to the national
pride, sovereign rights, and development priorities of their host gov-
ernments. This environment of improved tion with the private
sector is critical to the capital and technology transfers offers
g A
i e in role o ricans e

from the Caribbean in our society is i boniaatheconspaqggs-
ness of the American people about the importance of our neighbor-
hood. We must develop together with the Congress and the news
media new programs for expanding our understanding of this hemi-
sphere and its peoples. .

It is likewise essential that nations of this hemisphere find ways to
develop greater understanding of us.

Finally, President Carter shown an unprecedented interest in
Latin America. His first Presidential visitor was, by no coincidence,

P S R
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from Mexico. And we have underway an m_aw'c program of devel-
oping mors cooperative relations with our neighbor. . )
first priority of this administration alter the inauguration was

to give urgent attention to negotiating & new treaty with Panama for
the canal. This is an issue of great importance not just between us and
Pansma, but for our relations with the entire hemisphere.

Also, several foreign ministers have already visited Washington
from Latin America. We have indicated 2 readiness to talk to the
Cuban Government without preconditions on a series of issues that
divide us. We are committed to continued support for international
and regional financial institutions and to sustain s significant bilateral
assistance program which my colleague, Mr. Lion, will address. And
we know it will be dificult to deal with central issues of trade with
this hemisphers, but this administration is committed to engage these
e i My Ch ha rt d obligation to

think, Mr. Chairman, we have an opportunity an on

cooperate constructively with the nations of this gamispham. But we
must do so without sentimentality but with an awareness of the strong
traditions that lie behind us. We must not be paternalistic but be sensi-
tive and aware of the sovereignty, independence, and dignity of each
nation to find its own future,

Mr. Yarron. Thank you very much, Mr, Secretary, for an excellent
g::m@ation. I would like you to also extend my congratulations and
wishes to Secretary Todman on his confirmation y.

I was interested in your comments.and the distinction Latin Amer-

ica has made between political and economic rights. In your judgment,

what kind of additional action can we take to show our compassion?
Mr. Loess. T think we have to first be aware of the fact that the Con-

now has before it a request for replenishment for international

cial institutions. In several areas there are efforts to cut back sig-
nificantly on these contributions. In this year, as we begin our serious
offort to express to nations of this hemisphere our interest in human
rights, we are at the same time cutting back significantly on our con-
tributions to international lending institutions. We are voting against
. loans in these institutions on human rights grounds, and we are not
devising new ways to transfer resources particularly to democracies
which are so important to us. And I would mention the ones in the
Caribbean. We are giving a dissonant signal, a signal which will not
communicate and will not be supported.

So I would say I hope the Congress would come through with our
full replenishment to the IFI's and support our efforts to develop
a new approach through bilateral lending to the middle-income coun-
tries of this hemisphere.

Mr. Yamrox. What about initiatives to stabilize world commodity
pricest Would you care to comment on that?

Mr. Louens. As T said in the statement, I think this is something
that has to be dealt with basically through the conference in Paris
(CIEC), through UNCTAD, through MTN, and a whole
series of global discussions which are going on and which affect our
relations with the entire Third World.

Mr. Yarron. I would also be interested to have your assessment of
the state of our relations with Jamaica. A recent Newsweek article
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indicated that Jamaicans were being trained in Guyans by Cubans.
Have you any information sbout this that you care to comment onf

Mr. Luess. Yes. The Jamaican Government was extremely upeet
by the Newsweek article, and I will have to say it was filled with half-
truths and inaccuracies about Jamaica and about our relations with
Jamaica. .

The Foreign Minister of Jamaica was recently here. He assured
me and others there are no Jamaican security forces being trained in
Guysna by Cubans. The vast majority of Jamaica’s security forces
and defense forces are trained in England, Canada, or the United
States. Some are being trained in Guyans. A few, but by Guyanese.
Tt is & cooperative arrangement between Guyans and Jamaica.

Our relations with Jamaica have been difficult over the last year.
I think it is & mutaal problem. But this administration has set out
to improve these relations. Prime Minister Manley was recently elected
by an overwhelming masjority of the Jamaican people. He is setting
about to bring sbout social change at a time when his mnomg‘m
suffering severely from the problems of diminished tourist trade, which
Jamaica alleges comes from the bad publicity Jamaica has gotten in
this country, from the low price of sugar, and from the failure of the
bauxite aluminum demand to be restored. .

This, combined with the increased costs of nngorts, particularly
petroleum, has given a serious blow to this country’s economy and its
capacity to bring about social change.

I think the test of whether we will be able to deal with the issue of
egalitarianism abroad and demonstrate democracies mean a
deal to us will be in our ability to develop programs, support, and co-
operation with the Government of Jamaica.

1 take this as almost a classic example of how forward-looking we
are and how serious we are on interaction between human rights and
democracy, on the one hand, and our generosity with regard to our
economic assistance, on the other.

Mr. Yarron. Secretary Luers, could you make some general com-
ments about how you feel our human rights campaign is affecting
our relations with Brazil, as an example?

Mr. Luezs. Well, you know, and your question presumably is based
on your knowledge of the fact the Brazilian Government, because wp
submitted to Congress under our laws & statement on the human rights
situation in Brazil, both rejected military assistance, which is based
on such a condition, and snbsequently denounced an agreement that
we have had with them on military cooperation since 1952. This is
within their right to do, as it is within our right to decide on what
basis we give military assistance.

1 will not conceal the fact there has been a great deal of press against
us in Brazil and negative resction on the part of the Brazilian
Government to these actions on our part which are in response to
law. But our relations with Brazil are too profound, too historic, and
too important to both countries to have this period seriously affect the
trajectory of where we are headed with Brazil.

There is no question this country, its size, its dynamism, its po-
tential 3 8 world power, make it of vital importance to us as we are
to them. I am convinced we are in a stage with regard to human rights
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in which we, in this country, are readjusting our value system; we are,
88 a government, coming more into harmw with the American
Congress and the American people on our values. And during this
period of readjustment, during this period of harmony st home, there
will be problems in our foreign affairs which will reflect concern and
wfoi:ldzr of where mm - But we are aeriousmsbout the x?:
of human rights. to the extent these governments understand i

I think we can find the adjustment, and I am convinced, particularly
with Brasil, there is a great poesibility to cooperate, as we have over

thl:e Iast 20 years, effectively in dealing with our mutual problems and

g about & more just economic system in the world.
Mr. Yarson, Thank you, Mr. Secretary.
Gilman.
Mr. . Thank you, Mr. Chairman,

. Mr. Secretary, I regret we were delayed with another hearing. 1
skimmed yourrmnsrk&lsmmuethmhearingsmngogmg
to be beneficial to the work of our committee. .

As wo travel Central America and Latin America, we
continnally hear remarks about the benign neglect to our own hemi-
sphere a8 we look at world problems. And we continually hear con-
ctﬁn ’;xi&x:essed about our trade commitments with our neighbors to

‘Whst are your recommendations with r?ud to improving our
trade relationshipe with Central America and South Americat

Mr. Lueas. ixg improvement in the terms of trade between the
United States the Third World—developing world—will favor
first Latin America. Since Latin America is the most developed of
the Third World, has the most external trads and has the most trads
with us, they will profit from expansion of the GSP list under the 1974
Trade Act, from any commodity agreements which provide improved
terms of trade for their export earnings or any arrangement that
provides some relief for commodity imports into this country.

But we are approaching these issues on a global basis. We are ap-

roaching them in Paris in the Conference in International Economic

on. We are approaching them through UNCTAD, through
the multilateral trade negotiations in Genevs, and it is our inten-
tion to try to improve our trade balance with the entire Third World
and take the in this ares. And it is our intention to make sure,
in dmnfl;hat, we will favor all the countries in the Third World, and
Latin America will be first in line because of the conditions of our
relationship.

Mr. Goaax. I meogmm the international thrust of trying to do it
on a global basis. But do you see s need for concentration in this hemi-

here of some initiative by us to develop a more active role by the

nited States in encouraging better trade relations in the Americast

Mr. Luess. We have some unique institutions through ECLA and
the OAS to try to cooperate with the countries of this hemisphere, to
make them sppreciate the advantages they can——

Mr. Goaaw. I am familiar with the institutions. Are they doing
the work that they should be doing? This is essentislly what 1 am
asking. Are we sccomplishing what we should be accomplishing
through those organizations?

Mr. Louzss. T would have to say no.
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Quite frankly, they are not the vital core of our trade relations
with this hemisphere, nor have they contributed significantly up to
now.

Mr. Goaax. Then there is a need for & new look at all of this; pos-
gibly & new orgsnizational approach in this hemisphere? If there is
neglect and there is concern and there is criticism of our relationship
with regard to the trade in this hemisphere, maybe we should be tak-
ing & brand new look and come forward with some new initiatives.

ave you given any t to that ? . .

Mr. Luxr. We have. An ,ssluly,ona,‘.{ do not think this hemi-
sphere needs another orﬁmnon. think the existing organizations
provide us the means of finding cooperation that is poesible.

I think you will find, Mr. Gilman, that most countries, most of the
largest countries of this hemisphere, want to resolve these issues not
through regronal institutions but through the North-South dislog in
Paris, UNCTAD, and other institutions, And they sre not seeking s
special trade relationship in the region.

There are some-—Costa Rics and Colombia are two—who ng
some type of regional approach. We looked st these last year. We were
willing to consider them, but found most Latin American countries
rejected these and do not want special considerstion.

Now in the case of Mexico, which I think is a special case, a8 you
know, we are go' to try to devise some arrangements for their com-
modities; to give them better acoess to our market. But this will not be
throngh trade preferences or tariffs.

1 take your point, and I certainly will convey this to the Secretary
and make sure he i3 aware of your interest in trying to develop a
regional approach to trade.

Mr. Griuman. Your remarks sbout the countries of South America
not being interested in a regionsl approach come to me as a matter
of surpnise. You mentioned already Mexico and Costs Rics and
Colombia and you mentioned another nation that would be interested
in soms ial arrangements, and T recall the issus was raised in
Brazil and Argentina and some of the other nations have expressed
tf::in time to time, too, some interest in some special arrangements of

e. .

I am just wondering, is there validity to that premise that there is -

notan interest in some regionsal approech to the problem 1

Mr. Lyxzs. Let me try to be more precise. It is perfectly clear Brazil,
in our bilateral arrangements, would like us to work out our approach
to trade with them in & way that iz favorsble to their exports to us,
particularly shoes at the present time. They hope we do not take meas-
ures that will decrease their access to our market because of the large
amount of shoe im

And each nation in this hemisphere has its own bilateral concerns
having to do with specific commodities which they export to us. The
sugar exporters in the Caribbean are worried we are going to enter
a new phase in which we are going to establish guotas or be more
restrictive of our imports or take it off the GSP list. Mexico has its
own concerns.

. The only two countries that I know of who proposed a comprehen-

sive, generalized approach to regional cooperation and a regional pref-
erence system just for Latin America are Costa Rica and Colombia.
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I am not aware of any proposal of that type from Brazil, or from
Argentina, for that matter. . L

In fact, Brazil and Venezuela are members, as is Mexico, of the
Conference on International Economic Cooperation in Paris, where
they are actively participating in the four committees trying to work
out the various economic e measures, monetary and energy.

And, indeed, st the OAS General Assembly in Santiago last year,
the sort of tentative proposals of both the foreign Ministers of Colom-
bia and of Costa Rica were tabled, but were not picked up. )

But we were very receptive to some of discussion in s regional
context, and we are going to have significant representation at the
IDB meeting which will be held this spring. )

‘We hope to have high representation at the ECLA meeting, and we
hope to find through OAS mechanisms ways in which we can provide
the countries of this hemisphere an appreciation of how they can take
greater advantage of our Trade Act. . .

Mr. Gruaan. Mr. Chairman, I know I am exceeding my time. With
your permission, I have two other questions. .

How effective has our OAS organization been and our work in the
OAS?t Do you find it to be an effective mechanism, or should it be
strengthened ; should we be trying to do more in that direction?

Mr. Lozss. The OAS is an organization which is the oldest of its
type in the world. It has long traditions. It probably has many of the
problems that comes with traditions. It has a lot of institutional bag-
gage and activities which are not productive in the current period.

When we talk about strengthening the organization, we talk about
cutting back some of the residue of the past. We talk about focusing
its attention more clearly on things of interest to us, We talk about
diminishing our contribution.

But when we talk about strengthening the institution, it is just the
opposite of what Latin Americans talk about when they talk about
strengthening institutions.

‘We would like to keep it for ths purpose of furthering our interest;
they for theirs. But my own sense is, we want to maintain s positive
posture that it is an environment in which we can deal, particularly
with some of the smaller countries of this hemisphere who do not have
access to us as readily asthey might.

Because of the very fact it does represent a long tradition of
eration in this hemisphere, it represents a body through which the
Latin Americans can together come to us and express their concerns.

Tt is for us to keep attention to this very important part of the world.

1, for one, feel that we should continue to search for ways to trim
the organization to our mutual needs, but I do not think we should
be the ones to redesign it. It should bs & cooperative effort.

Mr. Grumax. But we should work to make some reforms. Are you
in agreament with that

Mr. Loezs. Yes.

Mr. Grsaw. Mr. Secretary, just one final question.

I noted with a bit of concern on page 8 of your testimony, you are
saying:

As our market for illicit drugs expands, our corruption and crime extends
itself into the poor agricultural areas.
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Some of us on this committee have been doing a great deal of work
with the narcotics problems; international narcotics. They have taken
time to go down to South America and visit with some of the poppy-
pmdu%nng regions and the cocaine areas.

We i is not a unique or unilateral problem. It is not just a
U.S. problem. There is & growing narcotic problem in Central and
South America that the producing countries are involved in the crimi-
nal part of the trafficking as well as being tied to the distribution
criminal o%mizations in our own countries,

But ¢the United States is not just the only market for these areas. It
is not & unique problem to the United States, and T hope we are not
approaching it in a unilateral situation. It is their problem as well
as our problem. It is a worldwide problem. It is going to need interna-
tional cooperation. We are not getting in some of these areas the type
of cooperation we should be getting.

I just wanted to stress that point with you. I hope we are not off
in the wrong direction.

Mr. Loere. I know of your interest in this area, Mr. Gilman. You
have been one of the leaders in Congress in bringing the attention to
the multilateral aspects of the drug problem, snd we have found
throughout the cocaine countries, particularly, thers has been an
increase in the consumption of cocsine,

Ons of the ressons we are getting some greater ration from
some of the governments who have & large urban population is their
awareness that their own people are beginning to be affected ; as their
society is becoming industrislized, the more complex the drug problem.

I think to that extent this language is unhappy language and did
not reflect the fact the crime itself is extending widely.

Mr. Grumax. T just would like to keep the focus of our attention
on the need for international cooperation, and it is an international
problem and not just a U.S. problem.

Thank you, Mr. Chairman.

Mr. Yarron. Mr. Lagomarsino.

Mr. Lacomarsivo. Thank you, Mr. Chairman,

1 am sorry I was late, Mr. Secretary.

What would you say is an sccurate assessment of the coffes shortage
in Brazil? Is it a real shortage or is it partially an artificial one in
order to drive up the prices?

Mr. Luzs. T am not & coffee expert. I do know last year the frost
seriously damaged almost a third—1I think that is right—the dam:
to the actual plants damaged about a third of their capacity for coffee
production, and it seriously cut back their capacity to produce.

The fact is they had enough storage. This year they have continued
to export to the United States as much coffee as they did the year
before. So the charge that they have been holding back reserves to
push up the price of coffee is not valid. )

In fact, one of the reasons they increased the price of coffee was
to diminish the consumption in Brazil itself. Obviously, that cuts
two ways. But as of now. we do not have any evidence that Brazil
either is deliberstely holding back on exports or has created an arti-
ficial situation with regard to their capacity to export,

#3154 O 7T 3
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Mr. Lacoxmazsixo. How do we see or how does the Department see
the action of Brazil in:&eeﬁngU.S. aid fitting into this picture? Is
thet going to cause us lems in regards to coffee and other products
we import from Brazil {

Mr. Luzss. No. As T was saying before, I think that the depth of
our intersction with Brazil is so that we cannot possibly—I do
not think that over this period our trade interaction can be seriously
affected by their decision with regard to not accepting any further

Mr. Lacoxarsivo. You say over this period. Would that indicate
that perhaps over a longer period. we could have some problems?

Mr. Loees, No;we;mthemmrmmthewaﬂd.Wamthe
1 source of science and logy. We are the largest source of
capital. Wpﬁvﬂcsectorisviﬁaltothedevelopmmdwht%
want in their country, and thers is no question in my mind that we wi
continue to have a ible relationship with Brazil.

The Government of il and the President of the United States

are on a course to continue the cooperation they have had for the last

15 or 20 years, recognizing we have a common future as probably the
e ok Defi, W5 ey whderaticnl s poetanih

wring this period, a8 they understand the im we give to
human rights, there will be some readjustment in the tone of these
relationshipe. But I am very optimistic about the future of our rela-
tions with Brazil.

Mr. Lacoxarsivo. All of us sitting here and other members of this

ittee were in Panama over the weekend, and we talked to the
Panamanian Government officials, and we talked to private citizens,
businessmen, and 80 on.

The busi en, in particular, Panamanian as well as American
businessmen, expressed great concern over the Brazil-United States
situation bygintmg out that they felt by the year 2000, Brazil well
could have the economic power, military power, and what-have-you of
eramy_md Japan, They were concerned about the way things
see going.

I do not know what we do sbout it. I would like to point out it is
nognst something of concern in Brazil.

1. Liozes. I think you are abeolutely right.

Mr, Lacomarsivo. With mgnd to that, we have five nations who
have rejected U.S. military aid because of our criticism of their human
rights problems. In addition, we have another country, El Selvador.
ﬂu}t 8ays Uis. congressional hearings are the reason for its rejection o:
military ai

We held the hearing on El Salvador, this subcommittee with Mr.
Fraser’s subcommittee, about 2 weeks sgo. Detiuty Assistant Secretary
Bray made the statement he did not think there was any serious—I
might be misstating this a little bit—there was no serious violation of
human rights in El Salvador as far as State knows.

‘Was that a fairly sccurate description of the State Department posi-
tion on El Salvador?

Mr. Luxes. 1 cannot remember what Mr. Bray said.

Mr. Lacomazrsivo. I have been told no pattern of consistency-——

Mr. Luexs. No pattern; which is a term with significant legal impli-
cationa, I think he did recognize there were some violations.

|
i

|

N
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We were disturbed by the state of siege which was introduced fol-
lo  the elections that were held.
ElSalvndor’sconmquthaCongmmh
hurmgnonthexreledaons.AndIthmkthwdos, :
ficnlt area for us to be making judgments on other

fmkly,theymonaofthafewmntdu%hmhm :

that has elections. .

Mr. Lagoxazsixno. I interrupt you at that point.

1 pointed that out-or asked Mr. Bmyabout mdhemthla,
at that time, to name only one other country. He did not say where to
where, in Central or South America, that had -elections that would
conform to the U.N. requirementa. ’

Mr. Gruaan. Would the gentleman yxel&? :

Mr. Lacomaxsivo. Yes.

Mr. Gruxan. How many of the South American and Central Amer-
ican ocountries are classified truly as e free democratic institution$

Mr. Loxss. I am not sure, on the record, I reslly want to get into
that type of judg)nmntal npprowb. 1t is clear Venesuels snd Colombia
and mwhs el glf dtlhe Osn%;:an Commonwealth
countries, Ve opet ections in w pamea vo power,
aswe)mtuwmlndmthhgreabaxmtemmt.’l‘hatp lyxsls
good & test as any.

Butthemmotharemmcmwhmhhsvedmmtndv&ymn
ous elections, such as Mexico, The same party has been

governing there -
for many years, but they have an internal party process w)nch has 8

very special quahty to it wlnch provides for a good desl of participa-

tory democrac
As the Pmdmt of Colombia once $old me. we should not consider
the Jeffersonian democracy the basis on which all institutional democ-
mbweaﬂl.y i ey m G:V ezuela, Colombia, a fo
ut ve OF 8ix en 18, & fow in
the Caribbean, Mmm not many morc;
Mr. Gouaax., Thank
Mr. Lacomarsino. &rtamly not Panamaf \
Mr. Luzss. In terms of an electoral process, no.
On the other hand, Panama is an open society. They have a free
prem. They have local elections all over the place, I am told, needless

£ay.

But it is a country which, as you know, has been governed by one
man since 1968.

Mr, Lacomararwo. There was a survey of human rights, a8 I under-
stand, that classed Panama well below what we regard as gmat vio-
lators of human rights.

Mr. Luzes. A lot of the information on Panams and the problems
that have been reflected in reports on Panama come from the period
between 1968 and 1971. I understand in 1972, Amnesty International
issued a report which indicated there had not been any serious reports
of torture since 1970.

There have been some recent reports, and we are constantly examin-
ing these. 'We submitted to the OOngrees our report on the human
rights situation in Panama, and it was not very negative. I think I will
have to stand with the report we submitted to Congress on that score.
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Mr. Lacomarsivo. When we were thiere we were told of, I believe, 11
businessmen who were deported last year for criticizing the 'govem
ment, a8 well 88 several Americans who wers arrested because they op-
posed the Panama Canal treaty negotistions.

Since the outcome of the Panama Canal negotiations does have seri-

- ous consequences in Central and South Armerics, has the Department

mﬁeianse of the canal or perhape even operating it

. Loowes. No; we have not approached the OAS on that score.

- I think the issue of how the neutrality of the canal is preserved after
the termination of a new treaty which we hope to is & central
factor, as you know, in the negotiations themselves. We are exploring
various possibilities, but I think before approaching other parties on
this issue, one has to find some sense between us and Panama as to
what we want. *

Mr. Lagosapsino. One further question, Mr. Chairman. I know I
have taken more time than I should. - V

Mr. Gilman was asking about the narcotics problem and pointing
out it is at least a bilatersl problem, certainly not just our problem or
the problem of the countries involved in the production and distribu-
tion.

Onse thing that seems to be a growing problem is our attitude, part
of our Government’s attitude wlgthm A uY to law enforcement in
soms of those countries; most especially Bolivia.

On the one hand, we have concern about the human rights of Ameri-
can citizens wl};i: ?h;ve bemharmd and conﬁnl:i there. How d:lm we
approaching t think this appears to me to be a very, very delicate
m}t’uation. I am afraid if we are not very careful, we could have Bolivia
and other countries saying if you don’t care, we don’t either, and we
are set back 2 great deal on your drug enforcement efforts.

Mr. Luers. You are right. This seems to transmit another dissonant
signal to governments. the one hand we say, please don’t punish
our American citizens who are trafficking drugs. On the other hand,
strengthen your activity against the trafficking of drugs.  °

The fact is in Bolivia and Mexico, there is no inconsistency, and
they have seen this over time. In the case of Bolivia, most of the 35
Americans in jail there have been sitting for 2 to 3 years without
sentence. They have not even been tried yet. And since the legal process
has not even been allowed to flow, we approach the Government of
Bolivia on the grounds that we are not saying you should not have
them in jail ; we are saying you should provide them trial as required
under your law.

In fact, our cooperation with the Government of Bolivia brought
about & change in their law last year, and we are hopeful that over
the next'couple of months or sooner, there will be some final relief for
some of these kids who have been sitting for as much as 8 years under
very difficult conditions.

Mr. Gruaax. If the gentleman would yield.

That has been our thrust in Mexico, too, has it not? It is not the
severity of the sentence we complain about, but it is the lack of the
protection of adequate civil rights; of having the right for defense
and opportunity to be represented and notics to our Embassy of the
asrrest—-

of State ever pursued seriously with OAS the posai'ility of its assum-
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Mr. Loers. And the torture problems immediately after arrest. -
Mr. Lacomarsino, I understand one of these “kids” is 55 years old.
Mr. Yarron, On that subject, I have a young lady who is a con-
stituent who has been in jail there for over 2 years.
Mr. Livzzs. Does she qualify asa kid ¢
Tooriainty bope the Stata Dupsrtment will be & rything the
¢s 0 te Department wi oing everythi
can to be heﬂx in this, e Y
Mr. Luzrs, This is in Bolivia
Mr. Yatzon. Yes, sir.
Mr. Luzes. If you will give me her name.
Mr. Yarron. I will.
Co Ireland.
Mr. p. Thank you.

Ia ogue for the overlapping meetings that makes us rudely late,
and I apologize. .

Earlier, T understand you discussed Jamaica at some length. I am
particularly interested in one thing in Jamaica. I am from Florida,
and when South America and Jamaica start suﬁeﬁn&from sugar cane
smut, as it is called, it makes us nervous in Florida. What goes on
there, and what is the status of the attempt to control itt

Mr. Luzes. My understanding from the Jamaican Government is
that less than 2 percent of the total sugar crop may be affected by the
smut in Jamaics. They have undertaken a rather extensive research

Pf"ﬁ:m
e Department of Agriculture, I gather, has offered to provide
some assistance, and I understand from the bepartment of Agricul-
ture, their experts down there have been learning something from
what the Jamaicans have been doing.

But their sugar is a livelihood og Jamaica and they are evergﬁbit a8
motivated as we are to make sure they control the smut. I am hopeful
they will be able to manage it.

STATEMENT OF DONOR M. LION, ACTING ASSISTANT ADMINISTRA-
TOR FOR LATIR AMERICA, AGENCY FOR IRTERKATIONAL
DEVELOPMERT

Mr. Lion. Mr. Ireland, it is estimated, because of the introduction
of new cane stocks which the Government of Jamaica and the re-
searchers there are planning to introduce, that the likely maximum
damage next year will be something like 5 percent of total production.

Mr. Irenanp. With sugar prices as they are now, maybe they do not
care as much ; but obviously we care. .

One other question, Mr. Secretary. As we know, the Cuban discus-
sions are beginning this morning in New York. What kind of

Mr. Luzrs. Wedo not know that yet, Mr. Ireland. .

Mr. I?:Am Shouldn’t they have begun this morning What is on
the L]

Maxggﬁms. Let me make clear for the record that I cannot make this
clear for the record. I think when discussions begin with Cuba, the
central focus of discussions will be on trying to reach an agreement, a
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negotiated agreement, on the maritime boundary between us, the
bmndmtween us and Cuba and s fishing sgreement which will
mit them, if you can reach an agreement, to participate in some
in our economie zone.

Cuba has traditionally fished for some categories of fish in the zone
that has now been declared our 200-mile economic zone. We have ar-
rangements for such an agreement and will be considering that.

In the process, we will be exploring other sreas of cooperation, of
discussions. We are not, as the Secretary and President have both said,
placing any preconditions on this discussion. But it i no secret to you
we have had some serious problems. -

Mr. Ixzraxp. Thank you, Mr. Secretary.

Mr. Yarsox. We thank you very much, Mr. Secretary, for being
with us hers today.

We have a rollcall in progrees right now. So I would like to request
that we take about a 10-minute recess and then come back, and then
we will be happy to hear our next Mr. Lion.

So‘_t.hmkjoumry much. And if you feel you want to stay, you are
certainly welcome. You are free to leave, sir.

Mr. Luzss. Thank you, Mr. Chairman.

ereupon, at this point, a brief receas was taken.]

. Yarsox, I think we should resume the hearings. The other mem-
bers will return us soon as they possibly can. I think we should get on
with our next witness, Mr. Donor M. Lion, Acting Assistant Admi
trator for Latin America.

Mr. Lion, it is a pleasure to have you here. The floor is yours, ir.

Mr. Lion, Thank you, Mr. Chairman.

. X have submitted a written statement but do not plan to read it. It
israther lengt‘ller.

‘What I would like to do, Mr, Chairman, with your permission, is
to&?koafewmmsrhofahzghh' ght nature and then proceed to
questions.

Mrné.Yamx. Without objection, it will be made part of the official
reco

You.can go ahead and proceed, Mr. Lion.

Mr. Liox. Mr. Chairman, my colleagues in the Latin American
Bureau and I hope that you and this disti committes will
find that our proposed program for fiscal year 1978 in Latin America
nfxfh:’lm Caribb wﬂdl;e H:;at g;ocg :onaider tﬁ effective translation
of the congressional gui w ‘ocus on the rural poor.

‘We also hope, Mr. Chairman, that this adventure—and for some
of us it is & new e?eﬁenee—-—vill develop into a model of congres-
gional committee and ATD relationships. We are hoping earnestly and
intend sincerely to collaborate fully, to exchange information snd to
meet as well as we possibly can the peeds of this committee.

As this committee knows, Mr. Chairman, development sssistance
issues in the world and in Latin America are but one part of an
extrem:lly complex international environment—an increasingly a
extremely complex part of an increasingly difficult foreign policy
context.

Development issues are important; but one part of this arena.
Some of the issues relating to development have been described this
morning by Secretary Luers, in fact, by the word “interdependence.”
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That word, that concept, has become a part of our conventional

wisdom, It is illustrated in the Latin American scene—by the way, Mr.

Chairman, as you know, we sometimes stop short and say Latin

America and what we mean, of course, is fnun America and the

S:gbm It is a substitute for the entire region we are discussing
morning.

In Latin America, this concept or word of interdependence is re-
flected in many ways. Secretary Luers has mentioned one of them as
an illustration. He referred to the fact that the Efion is & major im-
porter of U.S. goods and services—more than all of the developing
regions of the world put toglether, Latin America also purchases more
from us than Japen does. It purchases from us some T0 percent of
what the European Economic Community does. This, of course, 18 one
illustration of our interdependence.

Another is that the region ig our primary supplier of some very

critical ials, such as bauxite, coffee, cocos, ;and it isa

.

major supplier of oil, sugar, copper, iron ore, and other minersls.

gnog.her illustration of intertf:pandenee is the fact that of all of
our private investment abroad in the developing world, 70 percent of
it i in this region. Annually earnings on this investment are on the
order of $2 billion. :

Secretary Luers also referred to another aspect of this interdepend-
ence. He referred to the north-south-—some people call it the rich-poor,
others call it the industrialized-nonindustrislized—dislog or con-
frontation. He referred to this and made clear that both the United
States and Latin America are intimately involved in these dialogs and
confrontations,

We are involved with Latin America in these dialogs, and we are
also involved as leaders of our respective parts of the world. :

Because of our interesting, important, lom and unique relstion-
ghip with countries in the region, there is prospect that Latin
America will play a constructive, positive role and perhaps even act
as & bridge between the developed snd the developing world, and in
particular, between us and some of the developing countries. This is
another aspect of interdependence which is important to us. .

Let me say s brief word about our AID strategy in Latin Americs.
As we all know, Latin America has the highest per capita income of
the developing regions. But except at the extremes of the per capita in-
come spectrum, except at the low end and the high end capits in-
coms figures are misersble measures of development. They are poor
indicators of the need for external conceesionary sesistance. They are
poor messures of the sbility of countries to repay. And worse, they
tall u‘; very little sbout the extent and level of poverty; in fact, it may
even s

Each country in our region, each country south of the Rio Grands,
is 8 dualistic society. That is to say, it has one component that is mod-
e;nized:tnd%le other characterized gzﬁdl of W W
of poverty. The per capite income 18, I mesasures per-
formmceyc;f the modern sector; it does not tell us very much about the

.

Thus, it does not tell us very much about the more than 100 million
people who are considered to be in the abject poverty category in
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Latin America. That is to say, almost one out of every three people
who live south of the Rio Grande. ) ]

And so our strategy attempts to respond to this very complicated
mnm’w ‘oml.etmepgﬁité;xt}mordx:mmnm A g
emgondtn e development requirements ol the very poo!
countries by focusing s relatively large share of our resources on them.
At the same tims, we also focus on the target group, the rural poor,
in those countries with higher per capita moomes than the poorest

countries in the region. . .

A few words sbout the Latin America proposal in fiscal year 1978.
‘We are requesting $221.4 million in economic assistance for that year.
1f you tmk of Latin America a8 a region conuméﬁ;?;3% ion
Feople,t:his says the Agency is requesting from the 0
essth&??()mnts per inhsbitant to carry out our program in

ear 1978,
4 Our major thrust is in the food and nutrition category, 88 you know,
with sbout mn&nem of our request in that category. Here we are
stressing the farmer ; the producer of food. We wish to raise food
production and we seek to raise rural incomes. This is & highlighted
way of expresging our px'ima.l;i focus in our request.
other programs—health, educstion, et cetera—also focus on the

area, in different functional sectors, We have, of c(mraei
submitted details on these programs in our written statement as wel
as in the tation to the Congress,

I should like to conclude with a few words on the question of wheth-
er or not U.8. assistance really makes a difference. Obviously, bilateral
assistance can play, has ;plafed, & humanitarian role. There are many
ways in which this is visible. Also, we know our bilateral sssistance

rograms can and do function as & political instrument of our foreign

P
“policy. But does it make a difference in development terms?

I would like to address that by saying a few things ebout our past
px%mms and & few words about our fiscal year 1978 p i
e very carefully have estimated what we think would be a rea-

sonsble calculation as to how many of the poor would be directly and

indirectly affected by our programs during fiscal year 1978. And what
we sey is that if you look at our food and nutrition activities, we cal-
cuhteeomeﬁnm%onthe order of 20 million poor people will be directly
and indirectly affected by these &w

Qur other prograims which fall into the health and family plmning
and education and other sectors, we are estimating, will directly an
indirectly affect 5 million to 7 million poor people. That means we
are projecting an impact on the lives of some 25 million people over
the next seversl years.

Now, I could refer to other expected results, but let me just sum-
marize our expectations by making a few generalizations about past

P‘wl‘nﬂ

e think that past programs have contributed to significant eco-
nomic growth in the region. We. think our past programs have in-
creased self-help by the countries with which we are wopentin%e
are persuaded that our past programs have helped to build r
institutions, more effective institutions, in these countries. We are con-
vinced that what we have helped to do is orient the policies of these
countries more and more toward equity concerns, toward more par-
ticipation by the poor in what is going on in their societies.
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So you can see we believe that we are making and will continue to
make, with the approval of the Congress, a beneficial and permanent
difference in the lives of the poor in this region. I believe we are en-
gaged clearly, you can see, in a task worth doing. I believe it is high in
the order of [J.S. interests, )

1 believe we should at least stay the course, and I think the new di-
rections are the way to go.

[Mr. Lion’s prepared statement follows:]

Prxrarzp Brareuerr ov Doxos M. Liow, AcTiNg ASSISTANT ADMINISTRATOR
ror LATIN AMERICA, AGENCY FOR INTERNATIONAL DevELOPMENT

INTRODUCTION

Mr, Chairman, my eolleagues and I hope you and thia distingnisbed committee
will find AID's proposed program for the Latin American and the Caribbean
region for fiscal year 1978 an effective tranalation of Congressional guidelines.

This statement covers the following polnts:

Growing U.B. and Latin American/Caribbean interdependence;
AlD strategy in the region;

The proposed fiscal year 1978 program ; and

Why assistance? Does it make a difference?

GROWING INTERDEPENDENCE

COur relations with Latin America and the Caribbean are characterized, above
all, by growing interdependence. In the case of trade, U.8, exports to Latin
America more than tripled between 1988 and 1978, rising from $5 billlon to over
$16 billion. They now exceed the aggregate of our exporis to all the rest of the
developing worid. They are larger than our sales to Japan and gearly 70 percent
of our sales to the European Economic Community. Our exports to Latin Amer-
ica of many items have grown spectascularly. Chemicals in 1978 were up $1.5
billion over 1971, electricul machinery grew $1.2 billion in the same period.

U.B, imports from Latin America have grown at the same rate s exports, ris-
ing from $5 billion to nearly $18 billion between 1968 and 1978. The region is cur
primary supplier of bauxite, coffee, cocon, and bananas, It has been a dependable
and proximate source of petrolenm (28 percent of our 1978 petroleum imports).
It is also a major supplier of shellfish, sugar, copper, and iron ore.

Latin America accounts for about 15 percent of both our exports and cur im-
ports, The U.8. trade balance with the twenty-two OAB countries in Latin Amer-
ica has moved from a deficit in 1074 to & surplus in 1075 and 1976. In 1978, the
surplus exceeded $1 billion FAS even though we lmported about $8 billion in
petroleum products {rom these countries. This 1978 surplus in our trade with
Latin America compares with an overall trade deficit for the U.S, in its trade
world-wide of about $8 billion in 1978. YLatin America, clearly, plays a eritical
role in our internationsl accounts,

With its development well underway, Latin America Is in a better position
than other developing reglons to take mdvantage of new technologles. Latin
America also offers broad new opportunities for U.H. investment, already well
over $20 billion. Nearly ‘70 percent of total U.8, foreign private investment in the
developing world is concentrated in Latin America. Earnings from these U.8.
investments pow exceed §2 billion annually.

Our interdependence with Latin America is also {llnstrated by strong ties
outside the economic srea. There are about 14,000 U.8. missionaries in Latin
America. There are approximately 968 U.B. private voluntary organisations operat-
ing in Latin America with over 800 representatives In the fleld. Currently 48
pariner relationships are active between 43 U.8. states and cities and counter
parts in 18 Latin American countries. Over 5,000 Latin American students are
attending U.B. educationsl institutions.

AID BTRATERY IN THX REGION ! GROWTH WITH BQUITY

In addition to expanding trade, investment, and other ties, the U.8. attempts
to respond to Latin American needs with both bilateral and multilateral assist-
ance. In addressing the development problems of the Latin American and Carib-
bean countries, we seek to provide a tangible expression of our concern for thelr
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poor. We h to demonstrate to the developing world as s whole that US,
Wﬂmoﬁﬂi the LD('s works and is in thelr interest, thor’l;by making it
possible for the Latin American region to play the role of a “bridge” in the North-
mmmmammm-mmummmmuﬂnmawmmz
where its future growth can be fueled essentially by domestic savings and private
capital fiows, As Latin America moves closer to self-sustaining growth, we look
mittophymlmumlymbhmmucﬁumbmmmmmt
world.

While economic growth has been impressive in recent years, most Latin
American and Caribbesan countries began 1976 with weak reserves and bigh short-
term debt. The world economic recession and high oil prices have had a severe
hnpsettxmvhichmnymuntﬂuinﬂmnﬂmhnnnotmmm
dificulties ave compounded serious problems which have been obecured by past
impressive pational growth rates. Per capita agricultural production in most
countries bas not increased over the past decade. The population problem remains
critical. Urban growth is sccelerating. Unemployment and underemployment

" remain high. The benefits of growth have obviously not been distributed equally.

The problem of the “little man” is camouflaged by natiopal growth rates and
per capita income figures. The majority of the region’s inhabitants still live In

appalling poverty.

m’-&mmmmmuuaummmﬂm
countries at various stages of economic and social development. Taking into se-
count the diversity within the Hemisphere, these countries can be divided into
three groups. First are the least developed, with the lowest per capita incomes.
Second are thoee with higher incomes but with profound problems of development
and poverty and still Iacking amsan resource and institntional capacities to
manage sustained and balanced Third are the more advanced countries,
further along in their capacity to manage development, but still needing substan-
tial external help, althongh on a less concessional basis, Essentially the Latin
American countries can be viewed on a broad contingum in terms of their develop-
ment requirements, with the distinction between groups somewhat arbitrary,
and with wide differences between countries even within each eategory.

Nearly half of AID's proposed Latin American country program funding will
assist the least developed group: Haitl, Bolivia, Honduras, Kl 8alvador, and the
Associated States of the Caribbean. ¥or the countries in the group, we propose to
bring to bear the full range of AID development tools and rescurces congistent
with absorptive capacity and a logical division of labor with other donors. Our
alm is to help these countries move as rapidly as possible up the development
scale of providing projects in all sectors of concentration, putting special emphalis
on equity, broad participation by the poor, and improving the institution base so
u&mmwﬂggmmmnyum funding will assist the

] country program

second group which includes Costa Rica, the Dominican Republic, Guatemals,
Guyans, Jamaica, Nicaragua, Panama, Paraguay, and Pern. In these, income
has increased, though in & highly concentrated fashion. Obstacles to broad-hased
and sustained development are as deep-seated and severe as in the *poorest”
countries. Our strategy with this group of countries is to focus on selected
development bottlenecks, usually of & human resource or institutionsl pature,
with projects directly benefitting the poor in the primary sectors of AID’s
emphasia. Projects are chosen on the basls of thorough and comprehensive sec-
toral analyses. The alm is to help these countries create the conditions for
accelerating sustained and brosd-based growth. We seek to encourage the gov-
ernments in both groups to adopt policies and undertake programs which will
mbeneﬂ:“tglawdhmunmed and move their societies toward greater economic and
phmtgin? cr;np enco;niym all countries in Latin America where AID has

or is currently phasing out programs. It includes Argentina, Brasil,
Chlile, Colombia, Ecusdor, Mexico, Uruguay, and Venezuela. These countries with
diverse but higher incomes and varying levels of institutional and human re-
sources capacity, still require external assistance, including flows of technology
and capital resources. Trade, investment and flows through the IFI’s would pro-
vide the major channels for resource transfers with these countries.

FIRCAL YRAR 1878 PROGRAM

The program proposed for fiscal year 1978 continues AID’s focus on the region’s
poor through projects in those sectors which will directly benefit them. Ninety-

|

|
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four percent of our proposed Program encompasses projects in: agriculture, edu-
cation, and heslth {including family planniug).

The proposed facal yesr 1978 Development Asaistance program totals §221.4
million, which will nnmeoactmguln 14 countries, as well g8 regional programs,
The compoaition of the program is:

Food and nutrition.—$164.7 million, or 76 percent;

Huk‘:.tmrmm apexcwtﬂg .

p or 25
B&mﬂ;‘ and human resources development —$§19.8 miilion, or- percent ; and
Selected development activitica—3$18.8 milllon, or 8 percent. .

FOOU PRODUCTION AND AGRICULTURAL PEVELOPMENRT

AID cultural programs directly address the problem of increasing smail
mm.‘-frmm production and income. Most of the rufal population in
Latin America lve in small-farm holdings. As major producers of food crops,
these poor small farms represent considerable potential for incressed food pro-
duction through the application of new and improved yield-increased technologlea.
The lmportance of small-farm production potential {s supported by increasing
evidence that small farms can be efficient producers per unit of capital investment
or (m acre because of the Intensity of labor inputs from the small-farm family.

bilateral agricultural programs address the problems of small farmers by
seeking to (1) improve the effectiveness of national policies with respect to food
production (2) promote more equitable and productive land tenure arrangements,
and (8) strengthen institutional capacities to deliver agricultural inpuis such as
ﬂﬁtemnm credit, and equipment appropriate for small-farm production
activities,

But increased production alone is not sufficient. Our programs, therefore, also
rtrive to improve transportation and marketing systems, employment-generat-
ing fnod processing facilifies, and food distribution programa. The development.
o! integrated programs which encompass the entire production-marketing-con-
sumption system is belug emphasized in many countries.

The following examples {llustrate present and proposed AID program activi-
ties which address the problems of the poor, small farmers in Latin Ameriea :

In Nicarsgua, we are proposing a fiscal year 1978 loun of $11 million to exten
a major program of integrated agricultural services to'the couniry’s small farm-
ers. These services will be provided through a new rursl development agency
{INVIBRNOQ), which, on the basis of preliminary evidence, is achieving marked
success on 8 pilot basis with AID support under a 1978 development loan. The
INVIERNO approach includes: intensive technical assistance to small farmers
utilizing credit, & land sale guaranty program, rural access roads, establishment of
cooperatives, and credit for home {improvement. <

In Costa Rica, we sre proposiug s ‘fiecgl year 1878 lcan to increase small
farmer profits and rural employment opportunities, and to help remedy land mal-
distribution. Working with the Government of Coata Rica and the private sector,
AID will ssxist small farmers to move into non-traditional, bigh-value erops
which will yleld higher income as well as being more labor intensive. The project
will also stimulate the growih of small agro-industries in rural areas. The com-
bination of new crops and new enterprises for processing and marketing are cesen-
tial to Improve the position of the small farmer and the rural landiess in the
Costa Bican economy. The project will also help the government expand its setivi-
tles In land distribution and resettlement to benefit small farmers whose present
holdings are too amall to provide a decent living #nd tn beunefit the landless poor.

In Papama, a flscal year 1978 proposed loan will stimulate agribusiness devel-
opment In selected rural growth centers and market towns——thereby increasing
value-added of farm commodities marketed by low-income producers. The towns
in which agribusiness will be located have in the rural hinterlands some of Pan-
ama's most impoverished rural groups. The project will strengthen economic ex-
changes between farm areas and rural towns through technicsl asaistance in
regional planning, credit to small agribusiness, and development of infrastructure
neceasary to the establishment of agribusiness. Agribusiness enterprises are cru-
cial to the growth of income and employment in rural Panama-—both for small
farm producers and low-income town dwellers.

NUTRITION IMPROVEMENT

We have learned that poverty, or low income levels, copstitute the .chief
cause of malnutrition. The lower income half of the population in the region
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consumes only 18 percent of the total goods and services avaiisble. FAQ projec-
tions for 1985 Indicate that Latin America as & whole will triple its 1970 ceroals
surpios to 16.4 million tons, However, the aggregate data tend to mask the under
iying situation: most of the surplus will be sccounted for by two eountries,
Argentina and Brasil Unless major changes in the agriculture sector occur,
Central America is projected to increase its 1070 deficit by 68 percent, the
Caribbean by 40 percent. and the Andean countries by 100 percent.

Low family income and inadequate aggregate food production for domestic
conwumption, however, are not the sole determinants of malnutrition. Unequal
food consumption patterns within families result in gredter malnutrition in the
youngest age groupa and among pregoant and lactating mothers. Nutritional
deficlency is considered the most important contributing factor to excessive
mortality in developing countries, Of. 85,006 deaths of children under five ex-
amined in nine Latin American countries by a 1978 AID/PABO-financed study.
57 percent of the children were malnourished or of low birth welght. Low birth
weight, which is directly attributed to the poor nutritional stdtus of the mother.
increases the child's vulwerability to disease and increases the probability of
mortality. .

AID assistance in the nutrition sector has received & major program emphasis
in the last three years. Most countries are requesting assistance for evaluation
of nutrition problems, development of nutrition planning capabilities, and imple-
mentation of nutrition intervention programs. Examples of AID assistance in
the putrition sector include:

A fiscal year 1978 nutrition improvement loan/grant project in Bolivia to
improve the nutritional status of children under six and pregnant and nursing
mothers in three areas nf the country and fo increase the government’s institu-
tional eapacity to implement the National Food and Nutrition Plan, ]

A grant project for fiscal year 1978 in Xl Salvador. including pationa! putri.
tion planning. identification of priority programs, apd establishment of a8 mass
media nutrition educstion campaign.

In addition to loan and grant fands for nutrition, bilateral PL 430 Title 11
food resources are being provided to needy recipients In ten Latin American
countries. To the extent possible, Title IT programs are being integrated with
loan and grant projects to maximise thelr impact on nutrition and other priority
development problems. e.g. a project in pre-achool education scheduled for fiacal
year 1978 in Peru will feature child feeding using Title II commodities and &
strong nutrition education component.

POPULATION PLANNING AND HEALTH

High population growth and the high incidence of disease remsain important
§mlmint:¢ to economic growth and improvement of the condition of life in the

Latin America, with & population growth rate of 2.8 percent, is beginning to
show significant fertility declines {n countries with vigorous family planuing
programs, Latin American governments are increasingly recognising that rapid
population growth hinders social and economic development. SBome are providing
family planning services. generally in the context of overall heaith programs.
Proposed fiscal year 1978 famlly planning programs will support popalation
projects emphasizing family planning services designed to reach the poor ma-
Jority. particularly in rural areass. AID will finance programs in ten countries
at a8 proposed level of 354 million. But just as important as family planning
programs, are our other sctivities designed to ralse income, improve job proe-
pects. promote better health services, and extend the educationsl process. These
activities, in addition to directly contributing to the welfare of the poor ma-
Jority, will in the long pull affect attitudes and the entire social climate in which
family planning decisions are made.

In bealth, AID plans to provide funds during flacal yesr 1978 to Bolivia.
Haiti, Guatemala, and El Salvador to support heaith planning and test inte-
grated health delivery systems.

In Guatemals, AID proposes o strengthen the Ministry of Health's adminis.
trative, technical, and supervisory support of rural health technicians, and to
finance public health outreach projects developed by the health workers and
local communities,

In Haiti, AID will help the government replicate a model health delivery svs-
tem in selected areas where the incidence of malaria bas fallen to the main.
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tenance level. The system will utilize paraprofessionals to deliver integrated
public health service, including maternal child health, family planning, and
utrition.

nnepmedmul:ur 1978 Bolivia Rural Health Delivery System loan
will assist in appiying a pllot integrated rural healh delivery project nation-

wide.

AID also plans to help ¥i Salvador test an integrated iow-cost rural health
delivery system in selected communities using rural health workers. Through
an outreach system, trained rural health aides will provide a variety of services,
ineloding healith education, primary care, and family planning.

EDUCATION AND HUMAN RESQURCES DEVELOPMENT

Despite considersble progress, Latin America’s high population growth rate
has impeded progress towsrds universal access to education. In absolute terms,
the numbers of primary- and secondary-aged children out of achool was reduced
only slightly from 12.4 million to 10.2 million over the past 15 years.

AID has been concentrating its assiztance towards assuring better distribution
of the benefits of learning, relevance of education to the poor, and cost effective-
pess of formal and non-formal education systems.

Eduocation programs in Latin Amerlca have been increasingly broadened in
recognition of the role education can play in a country's overall development. To
meet development needs more adeguately, educatioual programs aimed at chil-
dren and adults stress attitudinsl changes, the need for information skills train-
ing, and ways to improve the guality of life. Formal school programs are being
gupplemented by a wide range of non-formal programs, To determine educstional
needs and evaluate alternative ways to providing assistance, AID-supported sec-
tor assessments have now been compileted in Colombia, Bolivia, Nicaragua, Guate-
mals, Panamas, and Peru, and are in process in El Salvador, Honduras, and the
Dominican Republic.

Loans and grants are proposed for fiseal year 1978 in the Caribbean, Peru,
Honduoras, Costa Rics, and Guatemals :

The AID education program in Peru will focus on bilingual education, develop-
ment of Education Bervice Centers in rural areas, rurai job-ekills training, and
experimental pre-school education,

" In Honduras, 2 major effort is being mounted to improve rural primary educa-
on.

Throughout the smailer islands in the Caribbesn, manpower training needs
will be anslysed, and traioing-and-employment coordination services developed.

In Costa Rica the needs of low-incomve women for expanded employment oppor-
tunities will be addressed through a program designed to coordinate akills train-
ing with specific local job requirements.

In Guatemala, ap educational reform of primary schooling will be strengthened
in fiscal year 1978 through repiacement and modernisstion of over 1,000 schools
damaged or destroyed by the recent earthquake.

BELEOTED DEVELOPMENT ACTIVITIES

The proposed fiscal year 1978 program reflects new initistives in two areas:
appropriate or light technology and urban development.

A combined loan/grant project will sesist the Caribbean Developtment Bank
to identify, develop, promote, and disseminate appropriate {echnologies in the
Caribbesn region.

A combined lcan/Housing Investment Guarantee project in Costa Rica is de-
signed to raise the Incomesn of the urban poor and {o establish s self-supporting
shelter program for thisx group. Since 1973, the real income of the urban poor has
declined by some 22 percent, largely becanse of increased food prices. Housing is
extremely scarce, with several families often sharing & single dwelling,

PVO'S

For years, ATD-supported programs in the hemisphere have benefitted from
the unique expertise of the U.B. private sector. Our universities. sgricuitural
community, labor organizstions, and business community have helped in efforts
to improve llving standards of the people of Latin America and the Caribbean
countries. Two years ago, ounr efforts to tap the talents of the U.8, private sector
included a new dimension—*Operational Program Grants' to private voluntary
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organsdations (PVO’s). Central to this approach is the use of AID funds for
people-to-peeple programa, planned and carried out by PVO’s, in the key sectors
of rural development, education, and health and notrition.

We are encouraging PVQ’'s to experiment with strategies and methodologies
for reaching the poor majority, particularly throngh projects which bave polen-
tial for repilcation. In ocur program reviews we sssess whether non-AID con-
tributions are snficient to demonstrate PVO and local commitment to the project
both during and after AID funding is provided. To streamline the project de-
velopment and Approval process we have now delegated aunthority to our over

ﬂmudmnfamrﬂskmm
A grant to Wummwmwmammmu,
A mnt to Catholic Relief Services to help establish a mobile health delivery

effort to strengthen the developmen
fonding PVQ activities mulin; $5.0 millon in fiscal year 1978 compared to $4
million in fiscal year 1977,

WOMEN IN DEVELOPMENT

,5 ‘We have made progress also in carrying out the intent of the Congress, under
Section 118 of the Foreign Assistance Act, for fostering the integration of women
into national economics. As an integral part of vur approsch to the key develop-
ment sectors, we now accord particular attention to women—both as agents and

! beneficiaries of the development process in the hemisphere.

i In Nicaragus & new grant project will be undertaken to strengthen the new
Women'a Office within the Nicaraguan Ministry of Labor. Training will also be

10 rural women'’s groups.

Rural health projects in Guatemals, Chile, Panama and the Dominican Re-
public adnnee the role of women in rural mmnniﬁu by identifying women
leaders and training them as health promoters and nxﬂhrynnmlnm
Salvador a health sector assessment will study means of expanding the role ‘
ofwlnmulamsnnderapmmﬂmkurﬂﬂultbb&m&ym
pro; !

: SUPPORTING ASSBISTANCE i

Subject to further discussions with the Government of Jamaics, su

assistance.

namommhpmmm:mtmee&mdtbeJmMnGoW
in dealing with its eurrvent economic crisis. The commodity import financing
will help alleviete Jamalca’s increasingly severe balance of payments difficuities,
supplementing assistance which bas already been provided by other friendly na-
tions such as Canads and Trinidad and Tobago and which is being sought by Ja-
males of other donors. Counterpart generated from the commodity import loan
will be programmed for priority éevelo::ment activities.

Grant Supporting Assistance wi hemﬁdedwmplmmmlnmm
health tmprovement and national planning, to continue the Special Development
Activities project, and to begin a project aimed at increasing the Jamaican Gov-
ernment’s capability to analyze the country’s employment needs and reshape edu-
cation and training programs to meet these needs,

WHY ASSISTANCE? DOES IT MAKE A DIFFEREXCEY ¢

In summing up, we see our asslstance as a response to & range of very sub-
stantial U8, interests in Latin Americs. Our trade, mment.tndother ties
with Latin America &re growing ever stronger. Our traditional coneern for the
poor and disadvantaged has been, and will continue to be, an important concern .
in this hemisphere,
But we also see our assistance ss playing a major role in the North-Bouth
conflict. We hope to be able to demonstrate to all LDC's that cooperation in
development is workable and in everyono’s ipterest. We feel that in Latin
Americs, which is the most sdvanced among the developing areas and the closest
to us in heritage as well as geographically, we may have the best chance of soc

i
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cess in this demonstration. Furthermore, we realize that it may be difficult to
move rapidly on other LDC demands such ss trade conceasions and access to
capital markets and technology, With our asalstance programs, we have a ready
foreign policy vehicle allowing us to make & positive contribution to develop-
ment and to the political climate in which the North-S8outh sgenda is pegotiated
and decided.

To the guestion of whether foreign asaistance makes s difference, we might
point first to the beneficlaries. Of the 300 miilion Latin Americans, about 100
million live in extreme poverty and of these some 65 million are in rural areas.
Although AID programs focus on countries containing only about 18 percent
of the region’s population, we estimate that onr food and nutrition programs in
fiacal year 1978 will reach directly or indirectly about 28 million of the poor; our
health and family programs, about 4 million; onr education programs, about 25
raiition ; and all our other development programs, about 1 million.

We counld also point to some messures of overall performance which show
progress in Latin America’s development. AID has contributed to this progrees:

Economic growth rates, siowed during the recession, are recovering. A return
to the pre-recession 8 to 7 percent for the region as a2 whole is poesible this year.

Motal agricultural production ig up substantially. In 1075, it was 56 percent
higher than in 1960.
h,l;wmmmmwmmnowed,mclumngasnxhtdmpmmnteofgmtb

year.

During the past 15 years there has been a remarkable increase in the numbers
of children attending achool in Latin America. In 1860, only 48 percent of primary-
aged and 18 percent of secondary-aged children attend school. By 1078, at-
tendance bad risen to 60 percent and 40 percent, respectively.

Perhaps most important for Latin America’s poor, there are significant indics-
tions of even greater support in the hoat countries for programs aimed at meet-
{ng the baslc needs of the poor majority of their populations. A conntry’s commit-
ment is refiected by the policy and progrun setions it takes. As encouraging
examples, government expenditures for education as a percent of total govern-
ment expenditures in three of the poorest Latin Ameriean countries, Bolivia,
Haitl, and Paraguay were 17 percent, § percent, and 11 percent respective'y in
1978 ; in 1975, the same figures are markedly higher, 28 percent, 12 percent, and
18 percent respectively,

AID, in accordance with the Congress’ direction in last year's legiaiation, is
taking steps to improve and refine the criteria and data we use for assessing
development impect of our assistance,

Wo may also get & sense of whether assistance makes a difference by looking
8t a few specific examples of notable successes : .

In Bolivia, AID has provided both loan and grant assistance for development
of & National Community Development Service, In scattered and remote com-
munities averaging less than 500 people, this service, emphasiting community
meif-help, has provided basic sgriculture, heaith, education installations and
improvements that conventionsl government services are not capable of pro-
viding, Since 1965, some 1,640 community development projects have been
constructed. These include much-needed schools, elinles, irrigation dams and
eanals and potable water systems. In addition, the community development
training program has trained approximately 16,000 campesino leaders in basic
skills related to health, agriculture, mannal arts, community development and

cooperatives.
The National Community Development Service has structured & program and
& philosophy whick Involves the active participation of the rursl
population in all phases of project development. Thia technigue has been success-
ful in avolding the traditional problems of paternalism in government relations
with peasants, and has improved the life of nearly 50 percent of Bolivia's rural
Trained rural health workers are still in short supply in Panama, but the
problem is being solved in part by the increased participation of rural women
in a community nurse program. Prior to 1072, all the nurses in Panama {868 in
1972 or six per 10,000 population) had graduated from the four year university
program or had been trained overseas. Besides the time-consuming and expensive
nature of the training, there was aiso the problem of posting graduates in remote
rural areas after long periods of training in the eapital or abroad.
In 1972, at the request of the Ministry of Health, U.8. AID/Panama financed a
team of consultants from the American Public Health Association who, working
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with the Misalon and Ministry counterparts, developed the curriculum for a
2-year course of study in practical community nursing. The Government of
Panama supported the concept. Through the Ministry of Health and the Social
Security Agency, it provided classrooms and dormitory space at the Azuero
Regionsl Hospital in Los Bantos, one of the more populous agricultural areas
of the Interior. U.8. AID/Panama helped to equip the school and provided
materials for 8 total of $100,000,

In August 19074 the first graduating class of 40 young women from rural
Panama recelved their diploma and their assignments to serve in rural health
centers and regional hospitals in the interior. Clasa size has continued at approxi-
mately 50 students, but there are plans for increasing the class size to as many
as 100 students by 18758. All of the participants in the program to date have
received outstanding evaluations on their performance, and there has been a
continned demand, by regional medical directors, for the trained community
nurees who have graduated from the Aznero 8chool.

The success of this approach is not only the reduced timg and cost of tralning
& nurse, but the acceptance of these nurses by the Ministry, the nursing peofes-
sion snd most importantly by the communities they serve, Bural women are
trained in a rural ares; the courses are geared to community needs and to the
prevailing conditions and egquipment; they live and work happily in the rural
communities. Their success is a model for a low cost health delivery approach
which {8 being expanded In Panama and being looked at by other Latin American
countries for replication in rural areas.

In the last 20 years Chile has made substantial progress in reducing levels
of malnutrition i{n its preschool population, dropplug to & rate of 18 percent in
1976, But what i3 most critical now is the severe malnourishment that exists
in the 0-2 age group. Severe malnutrition at this vulnerable age is extremely
dangerous, leading to increased susceptibility to infectious diseases and in many
cases to the death of the child.

The severely malunourished st thiz age needs professional care; recuperation
in the bome is impossible and even hospital care has proved inadequate. 8tudies
in Chile indicate that if deatbs from malnutrition were eliminated, rates of
infant mortality would be decreased by 40 percent. -

In response to this problem, a private Chilean foundation began an experi-
mental project to eliminate severe maluutrition in the infant population. The
project is based around a recuperation center that provides an integral program
of adequate feeding, peycho4notor stimulation, affection and care of the child
by tralned personnel and extension soclal-work to the families and communities
of the malinourished children, ’

The first recuperation center started in 1976 with 30 severely malnourished
children under two years old, taken from a nearby pediatric hoepital. The

. results were astonizhing. In only five months all 80 chlldren could be diacharged

‘a8 totally recovered. Their pbysieal recovery was complete as well as a returm
to normal mental and psychomotor levels. By October 1978, 70 children had
been discharged from the center and followed for six montbs by bome visits from
the center staff. Only 1 percent of these children were not gaining welght at the
proper velocity. This {s 8 breskthrough not oply for Chile but for many other
developlng countries who are finding that increased urbanization and decreased
breast feeding are increasing majnutrition in the youngest age groups and
inhibiting reduction of infant mortality.

The Chile Government has committed funds for the operation apd partial
comstruction of approximately 42 centers throughout Chile, Many of these centers
have been donated by communities, and contributions from private citisens have
been overwhelming. The program not omly has been able to stimnlate greai
popular support but also Involvement. Trained volunteers are the core of each
center. More than 800 volunteers have slready graduated from a speclal two-
month course, preparing them for the care of the severely malnourished child
Four thousand volunteers will be needed for the operation of the centers.

An AID Operational Program Grant, will be used for development of & system-
atizad training program for the complete staff of the centers, including. the
4000 volunteers. An extensive evaluation system will also be developed under
the grant. The system will enable the centers to improve their efficiencies as
new information is collected and analyred. It is anticipated that both the evalua-
tion and training components of the project will provide other developing coun-
tries important information concerning costs, feasibility and effectiveness of this
type of nutrition intervention. i .
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CONCLUBION

For a number of years, the United States has been assisting Latin American
economic and soclal developmeunt. Much has been accomplished, but mnch still
remains to be done. Some countries in the hemisphere no longer require tradi-
tional bilateral development assistance, but even for these and certainly for
the poorer ones, the reduction of poverty remains a formidable task. U.B. bi-
lateral support can be of significant help to them in that task Our proposed
program in fiscal year 1078 continues our efforts to help these poorer countries
break out of their stagnation and move toward economic growth and a better
life for their people. The goal of reducing poverty is worthy of our support
through the programs such a8 those proposed for flscal year 1978, Our joint contip-
ued efforts will help enable them and us to realize its achievement. I nrge your
support for these efforts. .

" Mr. Yasox. Thank you very much, Mr. Lion, for your outstanding
presentation.

I have noticed that on page 19 of your pre statement, you have
programed s significant increase in funds for the private voluntary
o izations from $4 million to $5 million.

%gan you give us the reasoning behind this decision ; why the increase
from $4 million to $5 million?

Mr. Lion. Mr. Chairman, there are several factors which have gone
into the increase in our request. Let me just name a few.

One, AID has taken more and more seriously the encouragement, in
fact, the instruction of the Congress, to enlist the private sector and to
make use of the resources, the energy, the experience, the motivation,
the dedication of private voluntary agencies in our society. We have
learned in recent years that these a.%encies can do many things that
directly relate to t{e quality of life of the poor in education, in health,
and in the rural areas.

It took us a little while to believe it, but it is happening. We are
believers, as the television phrase would have it. We have gone about
making this happen in a coupls of ways.

First, there 18 a program known as development program grants
(DPG's) which help private and voluntary institutions improve their
capability to develop strategies and to enhance their technical capabili-
ties to perform. ATD has made several million dollars worth of DPG’s
avgii:i;lg’forth;t u . it

nd, we make grants to carry out specific projects, and that, in
fact, is what that $5 million request is for; to carry out specific projects
primarily in the rural areas—in rural development, health, educa-
tion, agriculture production, water supply, et cetera.

These are some of the considerations which have led to this increase,
and we expect, Mr. Chairman, that in future years this figure will

w.

Mr. Yareon. Could you spell out in more detail the comments you
make in your conclusion that some countries no longer require tradi-
: tic;na.l bilateral aid  How do you decide when & country does not need

it

Mr. Liox. The criteria we use, Mr. Chairman, in determining al-
location of resources reflect the following kinds of considerations.

First, the needs of these countries. Second, their ability to use as-
sistance ; something referred to as absorptive capacity. Third, what
are othc;r donors doing; what is svailable to these countries from other
sources
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The United States cannot and does not wish to take on this col-
laborative effort all by itself. Indeed, there are many other donors in
the field, both national and international. ‘ .

A fourth consideration would relate to political considerations,
which sometimes have some impact on what countries we work with
and to what extent. ‘ )

And finally, another consideration would be what is the country’s
wishes?! We do not work with countries where we are not asked to
colhboraée or assist. G N . Lave to be

These five considerations, when you put them together, have
balanced, and it is & very subjective kl%d of (:hixtﬁ. They have to be
balanced and we will end up with some kind of indication as to where
to go and at what level and what to do within that level.

I might also add, Mr. Chairman, that obviously when you make a
decision for 1 year, you will be relating it to what has gone on before.
You might start a t in fiscal year 1975 to build ugntbe capability
in the Mini of%dnumﬁon in Bolivia to expand basic education.
By fiscal year 1978, that Ministry may be able to carry out an effec-
tive program ; then 8 loan comes.

TEESG are some of the considerations we think about constantly.

You also asked, Mr. Chairman—I wanted to be sure not to miss it;
that is why I wrote it down—you mentioned that “some countries no
longer require traditional assistance.”

I% you like, I can enlarge on that question. It is eomewhat separate
from the question of criteria for allocation.

Mr. Yatron. Please do so.

Mr, Lion. What we mean by traditional concessional bilateral as-
gistance might be summed up as follows: An AID mission in place in
the country, a combination of loans and grants and possibly Public
Law 480 commodities, poesibly a housing guarantee mechanism and so
on, with, traditionally speaking, the softest terms like 40-year terms, 2
percent interest during a 10-year grace period, 3 percent interest dur-

the remainder of the loan.

at sort of encapsulates what we mean when we say traditional bi-
lateral assistance. t we are saying is, some countries no longer need
that combination. They may not need 40-year terms for loans. They
may be able to pay more than 2 or 3 percent interest. We may not have
to have a U.S. mission located in the capital city. We may be able to
work out other armnﬁementa which involve collaborative aseistance;
gotechm%’ul sni: financial. It does not require an incountry mission of 15,

. 25 peo

Some of these countries referred to are already in that position;
have phased out or are phasing out of our program.

Mr. Yarrox, Thank you.

Congressman Lagomarsino. :

Mr. Lacomarsino. Mr. Lion, you present some very interesting
statistics with regard to the gross national product of Latin America;
the trade relationship with us. I think a lot of people would be quite
surprised to discover our trade relationship with Latin America ex-

that of Japan.

I really have to admit it came as o surprise to me.

Mr. Lion. T was surprised, too.

Mr. LacomarsiNo. One thing that seems to come true loud and
clear in constituent mail and discussions is that many, many people,
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if not a majority—probably 8 majority, st least in my district—are
very much elozmey about and many of them are opposed to “foreign
aid,” but they sre all very strongly for foreign trade. )

Is there any way of m%what our foreign aid has done with
regard to foreign trade? In other words, is there any way to show s
correlation between the aid we have given and the increase in foreign
trade which, of course, creates jobsand sll for people L

Mr. Liow. I can think of two ways, Mr. marsino, One is im-
mediate and one is very long run. _ )

The immediate way, of course, in that whenever there are commodi-
ties involved in a loan project, most of these commodities are pur-
chased in the United States. And if we look at ATD worldwide, a very
significant proportion of our money goes into commodities, most of
which, as 1 mentioned, are purchased in the United States. )

So there is that correlation. It is short run. It is immediate and it
has its effects, as you mentioned, on jobs, on factories, on employment
in the United States.

The longer-run connection seems to me to come out of what we
have learned from history by analyzing trade of the United States
with other countries. And that is, our trade relations are more and
more significant with the better-off countries—the countries which
- have already moved into the industrial category snd are called in-
Ot bigaea: eachanges of goods and ssevices, of major exparts,

iggest ax o and services, ol major exports, in
fact, are with the countries with the highest per capita incomes. And

8o you might say in a very real long-run sense, to the extent our aid
programs help tioee countries to develop and to raise their incomes,
we are helping them to become, in the very long run, significant trad-

m%putners with the United States.

Jut I think it would be misleading if one were to argue that the
basic purpose of our aid program is to create increased trade between
- usand the developing world.

I think, as Secretary Luers has mentioned and as I tried to state,

there are other interests and other goal® which are more appropriately
ursued through the assistance program. In fact, over the very, verﬁ
run, I think the United States and the developing world wonl
prefer that concessionary assistance become less significant and that
trade become more d?ﬁ.ﬁantu a way of transferring resources.
Mr. Lacoxapsivo. 1 think the United States is faced with a very
difficult policy question. I sure do not have the answer in terms of our
aid fo Latin America and other places as well.

On the one hand, a8 you just #aid, we want to help raise the stand-
ard of ﬁvin% On the other hand, we want to promote democratic in-
stitutions. If our sid programs are successful in raising the standard
of living and inc the satisfaction of the people with their lot
of life, doesn’t this txmg or cannot the argument at lgast be made this
tends to w}?ort some repressive governments that are not aiding and
promoting democratic institutions?
thﬁc;w do we do that? How do we look at countries with regard to

Mr. Lion. n, T believe the relationships between some of
these human rights problems, the performance on human rights and
on aid and how we seek {o relate economic assistance is a very difficult
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question, full of dilemmas. I can understand some people who might
say, well, you are supporting a repressive regime.

ink if one has the time to discuss this and the person we are
talking to hes an open mind on it, one can make some of the following

ints:

POOns can point out that the aid itself, in macroeconomic terms, is
generally not gignificant in economic terms and that the m%ma itself,
its impo: 1ts survival, does not depend in any way on whether you
bave an $11 million program, let’s say, in El Salvador. You can point
out that in many cases the people who are “repressed” are the ones who
are benefiting from our ssmstance. .

One can paint out and can make the distinction between some of
these terribly important human rights, civil rights and other rights,
such as the development rights, the economic and social rights to which
our aid is sddressed.

That is the kind of discussion I would get into to deal with this
question.

Mr. Lacouarsixo. Just one other question.

I have a number of these. Perhaps we could submit them for the
record if we are not able to finish here,

Mr. Yarron. Yes.

Mr, Lagomararxo. You have three classes of countries you discussed.
The first class, second class, third class.

In the first class of countries you include El Salvador, and in the
second class Guatemala ; both countries that have recently told us they
do not want our military aid any more.

Has there been any indication that they feel the same way about
AID programst

Mr. Lion. No,sir.

Mr. Lagosmarsino. There has not been.

you. , '

Mr. Yarron, Mr. Lion, I have one final question here. The question
of the level of public debt of Latin American countries has been much
T e e addony to this problem by 1 der the AID

we ing to thi em oans under TOgTAM,
and do some gjfngmse coun;t,rias that iere given grants, do tho?y owe us
money already ¢

Would you care to comment on that

Mr. Liox. Mr. Chairman, you manage to ask two or three questions
at the same time, and I want to be sure to get them all down. )

Most of the funds that these countries borrow are from private capi-
tal markets. The second largest source of their credits is mulilateral
financial institutions, such as the Inter-American Development Bank
and the World Bank. Except in one or two cases, bilateral assistance
ig the least important of these three categories.

In some countries, we may be somewhat more important than the
Inter-American Development Bank but, by and large, bilateral assist-
ance is the lesst significant of these three major sources of credit so
that, in fact, our addition to their debts is relatively minor.

Now, we take this into consideration when we sit down and nego-
tiate with these countries on the terms of the loans that we are talking
nbout. Where we think there may be a repayment problem, we are
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inclined to go to & 40-year amortization period, and a 2- or 8-percent
interest arrangement.

Where a country is better able to handle our loans we "“‘mgf to,
mmmghnninginﬁsulymlmmmemuntnu,wao-or year
amortization periods. ' . -

So this is how I would respond to the first question, Mr. Chairman,
on are we really adding to the debt burden significantly. .

On the question of do countries owe us money who are receiving
grants, yes, some of them do. In fact, as of December 1876, there were
two or three countries in Latin America which had debts that were
over 90 days delinquent: With one exception, thess debts were very
smtll;inﬂmhnn&mdsortlmmndso dollars; a fraction of the
total amount of aseistance which we were making available to theee
countries. :
u%;&dmt&?%issigniﬁmn Itisa litga over $1.5 million.

med to s many, many years sgo to a private company
in one of the countries. Thatyoompany i8 out of bus&ess and has no
ized assets.

ig is not a problem really, Mr. Chairman.

Mr. Yarron. In the case of these countries that are delinquent, what
efforts could be made in order to try to have them paid up in time
or have them make good for their loansi

Mr. Liox. Let me say, Mr. Chairman, that there are ssveral courses
of action open to us. Obviously, our Embassy is asked to, and does,
and our A1D Mission is to, and does, several times should the
oceasion require it, sit down with the Ministry of Finance or, if nec-
essary, with people even at higher levels—such as Presidents of coun-
triee—4o bring this problem to their attention.

"We are awsre of what the Congress has instructed us to do. We
are aware of the legislation which suggests the importance of reduc-
mﬁzheee obligations to the United States.

Latin America, from December 1975 to December 1976, we re-
duced the amount of delinquent loans by more than 50 percent, and
these delinquencies were small to begin with. So that in our region,
happily. it is not a problem.

Mr. Yarron. I sm happy to hear we are making progress in that

area.

Thank you very much, Mr. Lion.

Do you have any more questions, Mr. Lagomarsinot

Mr. Lagomarsivo. No.

Mr. Yarrox. There have been discussions with your staff about the
Social Progress Trust Fund. We have Mr. Scanlon here. He has some
testimony on that matter.

Mr. Scanlon, it is with pleasure we welcome you here today to
our committee meeting and look forward to your service.

STATEMENT OF THOMAS J. SCANLOK, PRESIDENT,
BERCHMARKS, INC.

Mr. Scaxron. Thank you, Mr. Chairman.

I have a prepared testimony which X would like to submit for the
record at this time.
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Mr. Yarson. Without objection. - .

Mr. Scaxwon. I will try to summsrize as briefly as I can. I know
your time is getting short. .

Mr. Chairman, my name is Thomas J. Scanlon. I am president of
& consulting company which I established several years sgo. My entire
career has been in American matters, startin, as a Peace
Corps volunteer in the first group that went to Chile. For that res-
son, 1 am concerned about what 18 go%m Chile right pow.

In the last couple of months, I have developing some ideas
related to the Social Trust Fund and have done some re-
search on it which I would like to bring to. your attention todn.{r

The Socisl Progress Trust Fund which is a trpst fund of US.
moneys sdministered by the Inter-American Development Bank, is
& very important source of resources for Latin American development
at the present time. .

The total amount of moneys available in the Fund, Mr. Chairman,
is $525 million, which is over twice the total amount that the ATD
program is requesting for Latin America this year. .

It is an important resource which 18 years after it was established
by the Congrees, deserves a second look at this time in terms of how
you want these moneys to be spent. The original $525 million has been

ndedaslom:ﬁmdthepmblemthatwahgve before us today is
to do with the reflows or repayments which coms back in local

currencies,

I have some problems with some of the proposals that the Inter-
American Development Bank has for use of these local currencies.

Before getting into those problems, I would like to point out two
things about the Inter-American Development Bank. First of all,
1am a great admirer of the Bank. It has become a symbol—end I know
this from traveling in Latin America a great deal—it has become &
symbol of how our country and Latin American countries can col-
laborate _on an international plane. It is the major source
of external cing for Latin American countries todsy.

The has made availsble close to $8 billion to the Inter-
American Development Bank; about 70 percent of sll the funds
available for their Fund for Special Operations. So I do not want
an I say to be taken as a criticism of the Inter-American Devel-
opment in general terms.

I also feel the Inter-American Development Bank, in a financial
sense, has been a very reliable and prudent admimstrator of the
Social Progress Trust Fund. When the original moneys were loaned
out, there was no provision made for the maintenance of value of the
local currencies that were to be repaid to the Fund.

The Bank, around 1967, developed s mechsnism which is very, very
complicated. It is described in my written testimony. I will not try to
describe it in detail to you here,

Basically, the Bank purchases participations in loans from the Fund
for Special Operations, which are repayable in dollars, with the
Social Progress Trust Fund local currencies. This means that ss
the Social Progress Trust Fund loans are repaid, they have to be
paid at dollar equivalencies. This was a mechanism developed by
the Bank in order to maintain the value of the local currencies in the
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Social Progress Trust Fund. I think it shows the have been & very
prudent and reliable financial administrator of the Fund.

However, I do have problems with the plan the Bank has at the
present time for spending the reflows. And I think it is & very
time for the Congress to take a close look at the Social Progress
Fund. Again, the Fund consists of U.S. moneys——moneys to which the
United States still has title—administered by the Inter-American
Development Bank. This Fund is quite different from contributions
to the Bank itself. i , .

In 1976, $88 million became available in reflows from the Social
Project Trust Fund, and over 90 percent of the $88 million became
available in Argentina, Chile, and Brazil. ) )

At this time, I would like to make just a brief explanation of how
1 got involved in this problem. I was asked by Father Theodore Hes-
burgh, president of the University of Notre Dame, to help develop
some p for the Social Progress Trust Fund which might
deserve the support of the Bank and which might be able to assist
some of the academiciang, the intellectuals, and development tech-
nicians, many of whom were trained by AID—and rightly so—who
now find it very difficult to find employment in repressive military
governments, . .

The fact of the matter is that thousands of very qualified, highly
trained people, have left these countries. I think that this is a
tremendous loss of brainpower for Chile and Argentina and for Brazil.

Father Hesburgh asked me if there was some way I could help
him develop some programs which would involve m;()%rt from the
Social Progress Trust Fund to the private sector in Chile in a way
which would both do an important development task and also create
some employment for some of these people and keep this brainpower
in the country; not to ferment revolution or to create political prob-
lems, but to remain there so their talents and education could be put
to work in Chile.

It turned out, a8 we looked at the problem in a more general way,
“that this is & problem not only in Chile but in Argentina and Brazil

and in most countries in Latin Americs where there are military
governments, '

Of the $88 million that became available in 1976 in the Trust Fund,

over $70 million of that is available in Chile, Argentins, and Brazil,
and has been programed by the Bank for a vergeeindeﬁnibe “special
program” in these three countries. There have been a few projects
that have been developed; very few. In large part, these projects
basically rely on government agencies, although they have involved
some private groups in the projects. In general, the $70 million will go
directly to these three governments; and I am opposed to that.

The Bank responds to some of my questions about this $70 million
going to these governments by saying, “Well, the U.S. Director has a
veto on the Bank’s board.”

My feeling is that, rather than have a number of projects proposed
by the Governments of Chile, Brazil, and Argentina come before the
board and be vetoed by the U.S. Director, it would be better if we

thought the whole thing through and came up with a more positive
role for usto play.
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One possibility for & more positive role for us in programing these
funds would be to provide more of these funds to thg Inter-Ameri
Foundstion which, by the way, was created as an experiment by this
subcommittee. It is an experiment thst has worked out very well. I con-

ulste the subcommittes on the success of the Inter-American

‘oundation.

However, I do not think ths Inter-American Foundation can make
use of the entire $70 million. Therefore, I have developed an idea for
another institution similar to the Inter-American Foundation, called
the Inter-American Fund for Educational Development. I would like
to submit & prospectus for it at the end of my testimony, for your
congideration.

The Inter-American Fund for Educational Develo

pment is basicall
" & mechanism through which the Congress conld indicats to the Bmi

that it would like some of these funds—the amount the Can]gm
would indicate, in its judgment, to be programed independently of
the Bank, just as the Inter-American Koundation programs. Social
Progress Trust Fund moneys independently of the Bank, these moneys
could be pro%mmed to benefit the private sector so we would not
have the problem of whether these funds shonld or should not go to
the governments in questiore

By the way, Mr. Chairman, there are many possible uses for thess
funds. Y am not sure that the Bank views these funds as an additional
development resource. I think their ¥rxmary interest is in dollar financ-
ing and in external capital. And I think these local currencies are

ing of a headache for the Bank, as they have been a headache
in other parts of the world. We had the same kind of problem with
rupees in Indis. I am sure you recall that. .

So I urge you today to take a look at the Social Progress Trust Fund
in its entirety. It is an entity that was created by the Congress and
now needs your review. I ask you to look at the $88 million availsble
a8 of 1976, most of it being available for Argentina, Chile, and Brazil.

I hope you would consider more funds for the Inter-American
Foundation. I hope you will consider the prospectus that I have
developed. I spent several months developing it. This has been done

by me strictly as a private citizen in an attempt to clarify public policy,

to help Father Hesburgh; and to help my Chilean friends, many of
whom I was with in the Peace Corpsin Chil

e.
T also ask you to look at other possible uses for the funds. There are

‘many institutions that could use these funds, many U.S. private volun-

tary institutions. ]

The Pan American Development Foundation hss development foun-
dations in many of these countries that could benefit from these local
currencies. I think the Peace Corps ought to be able to help create
domestic peace corps using these local currencies. They may not be an
important source of new external financing in the form of dollars;
but they are & very, very important development resource that conld
be used by many institutions based in the United States.

Tn conclusion, T would like to make some general observations about
the fund and then address myself to a political question. First, I think
that, although the Bank has been & very able and prudent adminis-
trator in & financial sense of the Social Progress Trust Fund. it should
be asked to give more sccurste and complete financial reporting to the
Congress.
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I saw an excellent statement prepared by the Bank 2 weeks
which projects the revenues that will be coming into the fund for‘tgz
next 3 years. It has very valuable information in it. It was classified
confidential. I do not see any reason in the world why the Congress
should not receive that kind of financial report on a reguiar basis or
w}&ge regort was labeled confidential,

nd, I think you should address yourself to whether or not these
funds, as they are repaid, should be respent in the form of loans or
grants. That has never been clear. . .

In my view, they should be all grants; otherwise, we will be here in
the year 2010 wondering what to do with the new local currencies we
have in the social progress trust fund. Whether reflows should be
%twtﬁg.nsorgmnmisnot clear, and I think the Congrees should
c

Th?ﬂ, I think there should be 8 mechanism developed whereby the
Bank, the executive branch and the Congress can discuss and consult
on just what should be done with these funds in the light-of the legis-
lated preferences of the Co , especially those having to do with
new directions in aid and with human righta.

Fourth, in my opinion, all of these funds should go to the private
sector, aa the Congress has already allocated $78 million of the reflows
through the Inter-American Foundation to pursuit groups.

The Inter-American Foundation, which was & creation of this com-
mittee, has proven that s great deal of experimentation and innovation
and real progress can be made working through the private sector in
Latin America. For this reason I say these funds should be chan-
neled entirely the private sector.

Finally, I would Like to address myself to & political question. People
tell me, and it has been told to me in very strong terms occasionally,
that if the Congress and the U.S. Government assert themselves and
say how they want these U.S. moneys to be spent, that this will create
a tremendous political problem in the Bank, and the Government will
dump the money back on us and it will lose its value through inflation.

They have said that what I am proposing, the private use of
these funds to help the private and sometimes oppressed sectors of these
societies, would not be acceptable to ths governments.

I would like to address myself to those questions. First of all,
no one is trying in any way to create a problem for any of these
governments. It is not our business to get in there and try to create
problems. We are just saying these moneys should be spent on people
who deserve them ; people who deserve to stay in their native countries.

I feel if we can work out educations] programs which show the gov-
ernments that these people are not & threat to the society—thers is no
organized oppogition in Chile—and if the governments and the intel-
lectuals can begin to work together in strictly nonpolitical ways, we
might begin the reconcilistion 1n these countries which has to come and
which is 80 necessary. And if these governments can reconcile them-
selves with their own citizens, then they will have a better chance of
reconciling themselves with the rest of the world and gain some of the

regm;tihey have lost.
you.
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[Mr. Scanlon’s prepared statement follows -4}

Prepased STaTEMENT oF THOMAS J. BCANLON, PrespENT, BENCRMARKS, INC.

., Chairman, mmh%omulﬂcanlmlamtheMdmtomeb
m::r;t, Inc.,amnﬁxymnz company whoee major gctivities are in the area of con-
sulting with private companies, private edncational institutions, and founda-
tions regarding soclal and educational programs in Latin America. I have been
personally involved with Latin Amerlca during my entire adult career, as a
PwOmmlnnteerinOhﬂs,mﬂsubaeqmuy,uamﬂmmberdm
Aﬂhmtm?mm?mmpﬂorbofmmiumymmmmngwmmma

Iwwwmmkyou.m.mmmmmmmmmofm
Mmmmmﬂummmmbammmmmmemntm
1.8. Soclal Progress Trost Fund, administered by the Inter-American Develop-
ment Bank. The Social Progress Trust Fund (8PTF) is & major source of U.B,
moneys svallable for spending in Latin America. Thae total resources in the SPTF
which will become available for spending over the next decade represent almost
twice the total request of the Agency for International Development for financial
assistance to Latin Amerlca in the coming flscal year. At the same time that it 1s
& major source of funds, it also presents certain important administrative con-
siderations and questions related to human rights which need to be looked at care-

fully by the Congress.
x&m»,xr.mmmtmmwyouxaummw Subeom-
mittee about the SPTF and human rights, I am speaking to & group of legislators
who know far more than I about the background of these two snbjects. It is this
Bubcommittee that conducted some of the most important hearings and initiated
the most important actions related both to the SPTY and the human rights issue.
And it ia becanse of the background and interest of this Subcommittes that I feel
confident that you will take the steps necessary to assure that U.B. moneys will be
put to thelr best and most proper use in accord with the legislated preferences of
the Congress.

This Subcommittee was also the creator of the Inter-American Foundation as
an independent, government foundation which would make grants to important
social development programs throughout Latin Ameries. The Inter-American
Foundation was essentially an experiment of the Congress, and it has been an
experiment which has worked. The IAF has succeeded In—

1. Strengthening the bonds of friendship and understanding among the
peoples of thix hemisphere ;

2. Sopporting self-belp efforts designed to enlarge the opportunities for
individual development;

8. Btimulating and assisting effective and ever-wider participation of the
people in the development process ; and

4. Encouraging the establishment and growth of democratic institutions,
private and governmental, appropriate to the requirements of the individual
sovereign nations of this hemisphere, ,

Alzo, and most relevant to the subject at hand today, the TAF has demonstrated
that funds svailable in the BPTF can be spent on worthwhile projects in the pri-
vate sector in Latin America. Again, this was made posaible at the initiative of the
Congress and especially of this Bubcommittee. ’

Today, I would Uke to propose that the Congress create an additional mecha-
nism to assist the Inter-American Development Bank in programming SPTF
funds. The fund I will propose, the Inter-American Fund for Educationsal Develop-
ment, should be in no way seen as competitive to the TAF, As a friend of the
Foundation and an admirer of its work, I wounld favor the IANs receiving the
maximum posdble nee of SPTF resources. The educational fund which I propose
will be a brother organization of the IAY, using the funds for edneational develop-
ment, an area which is not a priority area for the IAF.

At this point, I would like to clarify for the Subcommittee my own role and
interest in developing the idea for the Inter-American Fund for Bducational
Development. I became involved with this ssue last summer at the request of
Bev. Theodore M. Hesburgh, President of the Universlty of Notre Dame, a rell-
glous léader whose concerns for human rights and international development
are well known tn you. Father-Heabureh asked me if T would assist him to develop
edneational projects for possible BPTF funding in latin American conntries
which are suffering a loas of brain power because development-technicigns and
academiciang were leaving in fear of repression by military governments. The
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had created training opportunities for them because it recognised the importance
theymwmmthemhxndevdmmtotth&rmmtde&

Father Hesburgh first mwmmmm@wxﬁmmmm
‘We share & common interest in Chile because he and I worked together in Chile
with the first Peace Corps program to go there. At that time, I was & volunteer,
and the University of Notre Dame was the administrator of the program. How-
ever, it became clear that the exodus of scholars and development technicians is
a problem which exists in any country with 8 repressive military government.

Nelther Father Hesburgh nor I has been pursuing any part of S8PTF funds,
for ourselves or our respective institntions. No one has paid me for the time I
have spent during the past six months developing the idess which I submit to
you today. I have developed the information on the BPTF, have developed a
prospectus for the fund idea, and have prepared this testimony ss & private citi-
zen who cares about Latin America and sbout the right, proper, and produoctive
use of U.8. monies to sassist Letin American development.

THE U.B. SOCXAL PROGRESS TRUST FUND

ﬁt%umm.mmttwommmmmummmd
on the PTF.

The SPTF is comprised of $525,000,000, Mnremnnlelhelommltotba
United 8tates and entrusted to the Inter-American Development Bank (IDB) to
admlnktertnndermagmtdlme, 1961, between the IDB and the U.8.
governmen

According to the agreement, the resoarces of the Fund are to ba used to further
“social Improvement” in Latin America, The areas for investment activities are
specified snd encompass land settlement and improved land vee; bousing for low.
income groups; community water supply and sanitation facilities; and financ-
mgrorndvmwdednuﬂmmdmmmw dmmdﬂmthnttbe
IDB can use rescurces of the Fund to provide technical assistance related to
these areas and to the mobilisation of domestic financial resources and the

of financial institutions,

Ths basic BPTT agreement hag been modified four times, The first modification
in 1964 incressed the amount of the Fund from the original $394,000,000 to
$525,000,000. In 1968, the U.8. agreed to create & “Preinvestment Fund for Latin
American Integration,” wtmmmotmmxnmna,mmomm
Fund was offered by the U.8 to establish a Special Project Preparation Program
and, finally, throngh the Foreign Assistance Bill in 1078, the IDB was directed
to make available to the Inter-American Foundation up to $80,000,000 over a
three-year period to finsncs social development projects in areas specified in
original mamennThiahm:mnxemmthummmmmd
through 1978 for up to :16,000,000 annually,

By the end of 10685, the original resources of the Fund were virtuaily exhansted.
More than $500,000,000 in loans had been committed. A decade later, in 1975, the
balance sheet showed that %94191.«)0 had been disbursed, ummooo repatd,
$304,883,000 was outstanding, and ipeome collectsd amounted to $94,801,

The total repayments over the next five yenu-s {1977-1981) inloealcnrrends
are expected to be on the order of roughly $30 milllon a year. The repayments
are made In national currencles equivalent to the dollar value of the original loan.

THE IDB AND MALNIENANOE OF VALUE OF SPIT FUNDE

odgimlmmotmmwrtudmmtmloulmnqwu
authorised. In the original agreements between the IDB and the U.B. government,
and between the IDB and the conntries receiving the loans, no requirement was
made with regard to maintenance of value of repayments to the SPTF.

The Bank has been a prudent administrator in that it has taken steps to pre-

;ent BPIF reimbursements from diminishing because of prospective
oases.

Inl%?,tbeBonﬁotDimhorsauthor!mdtbemo!BPTmehm"k'

MQotmeLudaneﬁmmmmmmtmmommmmm
tions in FSO loans. Through this mechanism, the Bank replaces with avatiable
local currencles derived from SPTF boldlngs the portion authorised in that cur
rency of an FBO loan. Thus, the amounts of SPTE

mmmmmmns.murmmmmmwmdwmt
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BURPLUB OF 1878 AVAILARILITIES

because of the recent availability of large amounts of the same local
currency in the Fund for Special Operations, substantial balances developed in
1976 in the SPTF currencies of five major Latin American countries—Argenting,
Braxil, Chile, Colombia, and Peru. A total of $888 million became avalisble In
local currencles in 1976 ; wpereentwuanmﬁeinthalhoveﬂumnmm&
regard to each of theaa countries, the avallabilities are: Argentina, $15,573,000
Brasil, $26,061,000; Chile, $9,667,000 ; Colombia, $14,600,000 ; and Peru, $14,241,000.
In the pext three years (1977—-1979) it is not expected that such large surpluses
will accumnlate, given the $48 million commitment to the IAF. Thus, today we
have an extraordinary occasion at which $88 million is available for programming.

THE BANK’'S PROPOSED SPECIAL PROGRAM

Today I would like to raise the question of what the best uses are for these
national currencies. The Bank has proposed to commit them in their entirety toa
Special Program, in each country, which will be basically controlied by the gov-
ernments—even though in a few cases governments may invoive private groups.
The projects in the Special Program will be, in large part, earried out by govern-
ment agenciea. In the case of three of these governments—Chile, Argenting, and
Brasil, I would strongly disagree with the proposal, and I certainly feel that a
$26 millton expenditure of U.8. monies to Brasil, a $18 million expenditure in
m‘mmm and a $9 million expenditure in Chile should be reviewed by the

!rchakmn,lhuvemtrecpectforthnworkozmmBinuﬁnAmeﬂu.
responsibly and effectively in maintaining the value
of these national currencles. In the larger perspective, it has become a symbol
mhﬁnAmﬂ'iumofhowtheﬁmudsutuandmﬂnAmeAcmwuntﬂenm
cooperate in achieving a better life for the people of Latin America It has as
sumed & greater and greater burden in external financing of development in
Tatin Amulea,mditiatbemimpomt international financlal institntion
operating in Latin America today. However, I fundamentsily disgree with the
Bank’s Intended use of these particular 8PTF funds,
And I believe, as Congressman Fascell pointed out in 1978, that “the Bank
1s not really equipped to carry out projects designed primarily for social develop-
ment, Their orfentation is towsard large-scale projects and increasingly they do
& good job in their chosen areas of operation.”
In fact, I regard the proposed “special program” in all five countries as a
cateh-all phrase which really means “we don’t know what to do with the cur-
rencies now, but we'll do something with them.” As the “special programs” are
, they are really meaningless programmatically,
Thommwmmatmu&mmerﬁcnhrprpww
as part of the “special program” in any of these countries, I would prefer us to
puyumuchmnodﬁnmhmmmupiﬂt,lhandeveloped & prospectos
for nses of these funds in the fleld of education wihich I would like to submit at
the end of my testimony.

THE INTER-AMERIUAN FUND FOR EDUCATION AL DEVELOPMENT

mnmmummmaumofapmmmwmmmw
the Inter-American Fuud for Educational Development. This fund will have,
an its basic objective, the creation of new educational opportunities for the most
needy persons in Latin America. It will be funded entirely thmuchcmendu

available in the SPTF. It will develop innovative programs in
areas’

Basic education for the

Dmocﬁﬂnucnofhlxhuedmﬂan.

RBetorning to originnllnvolvementmdthemnothtbuﬂnﬁmrgb,
Ibwanthgtmnyotthepmmpodmnﬂummmdhm
be pursued in & way that employs & maximom number of Latin American schol-
ars, intellectoals, development technicians, and professionals who are presently
tempted to leave thelr countries. The fund could involve them in projects which
are gtrictly non-political in nature, which would develop innovations in thelr
educational systems, and provide them with a Uvelihood at the same time,

hdewmmmspmwmmumdghbmthyeﬂwlmmmmmmd
the eoncern of the Congress that U.8. aid funds sffect the lives of the malority
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of the people in Latin America, that ald should be carried out {o the maximpum

extent possible through the private sector, and that U.8. funds not be given to

countries which engage in 8 consistent pattern of gross violation of human
i 3

With regard to the program ares of education Itseif, I bave developed the
tional Developiment

mmammmethmlsixnommutm undhnnger
and disease. In the daily lives of millions of people this linkage remains as
strong today as it was two centuries ago. For, ﬂmex;;uonotnowhdce which
signaled the agricuitural, industrial, and sclentific revolutions of the developed
world, has been but distantly heard in vast areas of the developing world.
“Ignorance of modern agricultural practices, of basic health and sanitation
measures, and of the means to limit the size of thelr families still binds the
{Iliterate and untntored muititude to & life of want. Governments, in the de-
vdopluanddsvdopodmrmmm recognised the necessary con-
nection between learning and dsvewpumt.mthemtmbxmthq
expendsd vast sums of money in the effort to exadicute illiteracy. But something
mtmm.mmmimwtmng
“Population growth outpaced the capacity of governments to expand school
systems ; primary school construction doubled, yet the number of children unabls
to find 8 place in achool continned to grow. Education programs {ransplanted
from the developed world often bad no relevance to the needs of the less de-
velped. The rural poor, numbering in the hundreds of millions, remained
the reach of a course of development which favored urban-centered schools,

what they needed to know. This awareness led to & demand for a new directitn
in education assistance, which found expression'in the 1978 amendments to the

mmmmmmeotmmmmmmwam
Unlted States foreign assistance in the fleld of education: '* * * to reduce
Hteracy, mumamammmwmmmwmmumm
related to developanent, ¢ ¢ "

GENERAT AND POLITICAL QUESTIONS

mummofwmmgmfomumonmammmmm
an easy one and, if I may, 1 yould like to submit a few suggestions about what
the Congress might do to clarify the situation. As I said at the beginning of my
testimony, these are important funds which deserve the attention of the

1. The question of whether the reflows of BPTF funds should be loaned or
granted needs to be clarifled. In my opinion, all the SPTF reflows should be
spent in the form of grants.

2. The bank should be asked, and expected, to provide much more timely
and complete financial information regarding resources in the SPTF. This
information should include specific information on present year availabilities,
projections for future years, convertibiiity of currencies and other financis)l
formation necessary for review, I have seen an excellent report on the
prepared by the Bank which was given to the U.8. Director. The report was
classified “confidential” I see no resson for this and feel that this report should
Mummthe&mnmbythelmcaﬁvem

8. Some regular mechunizm should be developed to work out an agreement on
the “bottom line” for use of these funds hy the IAF, the Bank, snd any other
party. This mechanizm should involve consultation with the Congress.

4. The Oongress shonld indicate to the U.B. Director of the Bank that the
original SPTY agreement should be interpreted in the broadest possible way
ao)e include programs—such ss basic educatiop—which are of great interest to

Congress,
8. The Congress should Indicate to the Bank through the U.8. Director a prefer-
encn for programs carried out through the private sector. In my view, all 8PTF
onal currencles should be spent through the IAY, the Inter-American Fund
ror Educational Development, or private voluntary usmdea. Thin-is consistent
with the past policy of the Congress toward the SPTPF and- the Inter-American
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Foundation. It is also conaistent with the New Directions in development sssist-
ance legizinted by the Congresa,

In conclosion, Mr. Chairman, I would liks to address myself to certain political
aspects of this problem. I have been told that for the United States to insist on
a strong input in programming these funds would be very badly received by the
governments of Brasil, Argentina, and Chile—that such an effort would be seen
as intervention in the political affairs of these countries. My answer to that is that
po such intervention is intended. The intention bere is to ses that U.8. monies
are spent consistently with the desires of the American people, No attempt Is
being made to create problems for these thres military governments or to exmbar-
rass them in any way. In'fact, it may be that educationsl programs, such as those
proposed for the Inter-American Fund for Educational Development, could help
bring about, in some small part, reconcilistion between these governmentis and
the people whom they regard as a threat todsy. And if these two elements In
those societies can be reconciled, Chile, Argenting, and Braxil may be closer to
galning back some of the asceptance and respect they have lost throughout the

‘Mr. Yarson. Thank you very much, Mr. Scanlon, for your very fine

resentation and also for your suggestions dealing with the Soci
ject Trust Fund.

ow long and whst years were you in Chile as & Peace Corps

volunteer?
Mr. Scanrox. 1961 to 1963. I was with the first group that went to

Mr. Yarrown. I have ons question. What would you think about an
arrangement or program which would make it easier for the private
voluntsry organizations (PVQ’s) to use the funds in the Social Prog-
rees Trust Fund? | :

Mr. Scanton. 1 think such an arrangement would be most welcome
and & very healthy development. If there is any way in which I can

work with you, Mr. Chairman, in helping to develap a design for the
chanism;, T would be happy to- T vould hope yon would consider
seriously the proposal for the Inter-American Fund for Educational

development which could be the brother organization of the Inter-
American Foundation, which I am submitting for the record.

Mr. Yareox. Thank you very much. ;
Mr. Lagomarsino

Mr. Lacomarsryo. Just & couple of very quick questions.
One on your proposal to create a new organization. It may have a

lot of menit. I am very concerned sbout creating new organizations,
g::&mlly.lthinkwah&mtmmmydmntis part of our

em.

‘Wouldn’t it make sense to improve already existing organizations
orazleaattogvatridofsomeofthogaf v e

Mr. Scaxtox. The way I would answer that is, first of all, that the

organization I am ing would be financed totally by local cur-
rencies which are av. in these countries. We are not talking about
new dollsr requirements, anyway. ’

Second, the o on is really not a large organization that
would be mdnmngmmm of programs. It would hm fund
which eould provide these local currencies to the organizstions which

exist. -

Mr. Lacosarsino, One other thing. You say you think the repay-
ments should be then distributed again in the form of grants. I was
talking sbout this esrlier with one of the other witnesses, One of the
problems we have with our constituénts is with forsign aid. That is one

Page determined to be Unclassified
Reviewed Chief, Records & Declass Div, WHS
IAW EO 13526, Section 3.5

Date: Oct 23, 2018




41

of the things that is universall pwed,lﬁes,bymcst ple in
this country, at least who are gotagwam of all the nmlﬁutg:gs,md
1 think we would really increase that feeling if we said, in effect, we
do not even have these loans repaid because they are given back again.
How would you respond to that? .
Mr. Scaxwon. I have seen polls that have said if you ask the Ameri-
can people if they are in favor of foreign aid, they say no. If you ask
them if they are in favor of helping the hungry overseas, they

88;

mm«;ommo, That is not the way my mail comes.

Mr. Scanvox, Basically, Mr. Congressman, and I think our friends
in the executive branch would bear me out, if we do not dispose of theee
funds on this go-round, it will be a tremendous administrative problem
fur e 01 of tho SPTF Aundn for e which th Congres

0 or mstance, w e Congress
has directed toward the Inter-American Foundation have been given
in the form of grants.

_There is also the question of maintaining the value of the curren-
cies. If we were to loan them out again, 1 doubt that the national
&v:rnments would accept any maintenance of value provision and

by the time they repay, they may not be worth anything, given
inflation rates.

Mr. Lacomarsivo. I understand your concern,

Mr. Scaxron. Also one final point. Sincs these funds are in local
currencies, in many cases the Government has to print them to pay
them back. They do not want to print monsy to borrow money for
themselves,

Mr. Yarron. Thank you, Mr. Scanlon.

I would just like to say to Mr, Lion that it seems to me the issue of
the Social Trust Fund boils down to this: Should not Con-

. txk:‘ another look at gh;le x;xglﬂxloii hx: which the mﬁmﬁ
§ o not have any answers, but ve to agree wi
Fascell that weieedw recvaluate the situation.

‘Would you like to comment on this, or do you agreef

Mr. Lion, Mr, Chairman, we would be delighted to work closely with
the committee and review the mechanisms, the process by which these
programs are t and if there are ways to profit, to secure our in-
terests. We would be delighted to discover them with you.

Mr. Yarrox. Then our two staffs will get together and pursue that
course,

Mr. Scanvon. Thank you for the opportunity to testify.

Mzr. Yarrown. Thank you for being here today.

That concludes our hearing.

cﬂliWhmanpom at 12:15 p.m., the subcommittee adjourned, subject to
of the Chair.]
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ECONOMIC AND MILITARY ASSISTANCE LEGISLATION
FOR LATIN AMERICA

Economie Assistance Legislation for the Caribbean and
Central America

TUESDAY, MARCE 20, 1077

House oF REPRESENTATIVES,
Cox»rrree ON INTERNATIONAL RELATIONS,
SuscommrrTer oN INTER-AMERICAN AFPAIRS,
Washington, D.C.

The subcommittee met at 3:85 p.m., in room H-236, the Capitol,
Hon. Gus Yatron, chairman, presiding.

Mr. Yareox. I apologize for being lste, but we had a roll call and I
thought we would tend to that first and then start the hearing. )

I would like to welcome you back, Mr. Lion. This afternoon we will
be discussing ATD’s proposed programs for Central America and the
Caribbean states. It i8 my understanding that these areas contain most
of the countries in the group I and II ATD categories.

It is in these two groups that I understand AID is investing a good
deal of its resources. Here is where the idea of “people” oriented pro-
grams ought to be showing some success.

Sinre there will be no additional written testimony, you might
start, Mr, Lion, by giving the committee some highlights of your pres-
entation material but, first, perhaps you may like to introduce your
colleagues who are hers with you today.

STATEMENT OF DONOR M. LION, ACTING ASSISTART ADMINISTRA-
TOR, AGERCY FOR INTERNATIONAL DEVELOPMENT

Mr. Liox. Thank you, Mr. Chairman. We are also very pleased to'be
with you again, It would give me great pleasure to introduce my col-
leagues. All of them are mnch more knowledgesble about many aspects
of the program than I am and, of course, we have some colleagues
too from the State Department who are more competent to discuss
certain matters, should they arise this afternoon.

On my right is Ray Garufi, who is the Assistant Director of Devel-
opment of the Office of Centrsl American Affairs. with the Latin
American Bureau, AID. To his right is Michele Bova, who is the
Senior Country Officer, Office of Central American Affairs, Depart-
ment of State, To her right is Ted Heavner. who is in charge of the
Office of Caribbean Affairs, Department of State.

(48)
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On my left is Dick W , Deputy Director, Office of Pan-
American Affairs, and Senior Affsirs Adviser. On his left is
Bill Wheeler, who is head of the Office for Caribbean Affairs.

This gentleman is Ken Milow, who is in charge of the Latin Ameri-
can Bureau’s congressional presentation work.

If I might, Mr. Chairman, I would like to make s few introductory
remarks of a general nature,

Mr. YareoN. You certainly may proceed.

Mr. LioN. As you have already indicated in your introduction, the
areas we are examining today account for about two-thirds of our
proposed fiscal year 1978 development assistance program for all of
Latin America and the Caribbean. That comes to about $140 million.

Now, these countries, as you have indicated, do fall in both groups,
and they run the gamut in per capita income terms from the lowest,
Haiti, to Panama, which has one of the highest per capita incomes

in the region.

All !:g‘these societies, however, are characterized as dualistic so-
cieties, They have & modern sector and they have s poor, traditional
sector characterized by sll the indices of poverty which we discussed
the last time. All of the countries are small,

So even though our assistance, our economic sssistance, represents
low fractions of total government, total host country, development
revenues, it can have significant development impacts on individual
sectors.

The countries are small in physical terms and are small in popula-
tion terms. Guatemala, in fact, has the largest population of all the
ones we will be discussing today.

As in the case of the program for the whole region, a3 we mentioned
the other day, the focus here is on rural development, the rural poor.
The major funding category, on the order of 70 to 75 percent, is the
food and nutritional account.

Now, in our approach to the Central American and Caribbean coun-
tries, we approach our assistance mechaniams in two ways. First, ob-
viously, is the bilateral program with each of these countries. And the
other approach is, in the case of the Caribbean, through the Caribbean
Development Bank, which is a regional development institution; and
in the case of Central America, through the tral American Bank
for Economic Integration. .

By approaching the problems in these ways, we have maximized
our effectiveness in stimulating both economic development and eco-
nomic integration, which tend to support one another.

‘We also work very closely and coordinate carefully with other donors
in the ares, including the World Bank, the Inter-American Develop-
ment Bank, the United Nations Development Program, the OAS, var-
ious bilateral donors such as Canada, the United Kingdom, and so on.

So much for these general observations. We are at your dispoeal.

Mr. Yarron. Thank you very much, Mr. Lion. X would like to ask
you with regard to the $10 million of supporting sssistance for Jamaica
which you discussed at the last hearing, has Jamaica requested these
funds? And, may I ask, what are they going to be used for?

Mr. LioN. As you know, Mr. Chairman, the United States has had
a rather modest bilateral development program in Jamasica, a program
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focusing on rural development and education, with some activities in
family planning and health.

During thehstws‘ur or 90, relations between Jamaica and the United
States deteriorated. A few weeks back, both of our countries, through
s vigit of Foreign Minister Patterson of Jamaica, here to the United
States, with Secretary Vance and other &eo le have indicated the wish
to improve relations and to come up with the most productive kind of
relationship possible. ' .

In that con the Foreign Minister of Jamaics did indicate his
wish for in economic assistance from the United States, and,
s 8 matter of fact, Secretary Vance and Foreign Minister Patterson
agreed to set up s joint team, work group, of experts who would con-
sider together over the next several weeks what were Jamaica’s re-
quirements, needs, and problems. Not that this would necessarily indi-
cate what the United States should do, buf it wonld set the framework
for what the United States could do and what other donors might also
be encouraged to do, such as the World Bank, the IADB, the Interna-
tional M. Fund, and soon.

So we have this interest and expression and request for addi-
tional assistance. The $10 million specifically is essentially for a loan
to the Government of Jamaica which would allow it to import com-
modities, s commodity import loan,

The reason for that is, while Jamaica has serious longrun develop-
ment problems, fwhs,t the }eeamnndx’ call strucﬁunl problems, deep
unemployment, for example, or stagnant agriculture, its most imme-
diate problem ia a terrible balance-of-payments crisis. ‘

It is estimated that Jamaics will run $200 to $300 million in deficits
this year, and it is estimated that it has only 2 weeks of reserves to
cover imports. So Jamaica has an immediate balance-of-payments

crigis.
The $10 million will help them purchsse commodities, imports,
which will belp them to solve or to desl with the balance-of-payments

erigia,

There is one other point, Mr. Chairman. When we make s loan of
this kind, the Government sells the foreign exchange to a Jamaican
who imports something with the dollars. The Jamaican will pay local
Jamaican currency. So there will be $10 million worth of Jamaican
currency. That will be used for development programs.

So the counterpart, the mirror side, of our loan will be used for rural
develo%ment projects and for activities to fight urban unemployment.

Mr. Yarron. Thank yon. You mentioned the $80 per capits as the
lowest, I believe, for one nation. Which nation is that?

Mr. Liox. T am sorry, Mr. Chairman. I meant to say “Haiti.”

Mr. Yarron. I am sorry. :

Mr. Lion. Was thew—

Mr. Yarrox. I am sorry. Haiti. Panama—I know that their per cap-
ita income is a little over $1,000 per person. Why is Panams, which has
one of the highest per capita gross national products, GNP’, in Latin
America, receiving a comparatively large amount of AID assistancel
my are they receiving s large amount when their GNP is the high-

Mr. Lior. You will remember, Mr. Chairman and

Lagomarsino, the last time we were together, we discussed the question
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of how AID allocates assistance, what are the criteris, what are the
principles, and we mentioned four or five.

One was the need of the wuntr{)for help. Another one was: Was it

dot aomaﬂn%' to help itself? Did it merit this kind of support?
onggae: wss: Could it uP;e it Could it absorb it? Could it make effec-
tive use of this?

We also mentioned that in any one year assistance is related to what
you have done before. Finally, we said that another important set of
considerations related to political factors, and that all of these taken
tagher help us, the Department of State and AID, to allocate aid.

oll, if yon look at factors in Panama’s case, I think you
will see that it is reasonable for Pansma to have a relatively high level
of assistance per capits despite its high per capita income.

The amount of assistance per person in Panama has been higher for
seversal years than most other countries. This is not a new phenomenon.
‘We are not arranging it this year or suddenly requesting it for next

year.

11 you Jook at institutions, the Panamanians, generally speaking, are
further ahead than many of the other Latin American countries. If
you look at needs, you will find in Panama that you have the typical
dualistic situation where the growth sector in Panama is in the metro-
politan areas of Panama City and Colon. The rural areas are not shar-
ing growth, and, in fact, average income in rural Panamas is one-third
of the national average. So the need is there.

I don’t think I need to go into political considerations. They are
apparent. It is in our interest, from the political point of view, to
associate with Panama.

So, for all of these reasons that we discussed before, that one can
apply particularly in Panama, the fact is that per capits help is high,
has been higher, in Panama than in most other countries in Latin
America.

Mr. Yarson. How much aid is earmarked for Panama this yeart

Mr. Liox. Wel.lﬁfor this year—

Mr. Yarron. How much——

Mr. Liox [continuing]. For fiscal Fear 1978, I believe it is a little
over $28 million. This is the proposal.

Mr, Yatrown. Thank T%Om Mr. MArsino.

Mr. Lacomarsino. Thank you, Mr. Chairman. I would like to follow
through on the Jamaics portion of the request. You know, there was
a lot of criticism Jast year and during the campaign—and I still hear
it once in a while—about Secretary Kiminger's using what people
called “dollar diplomacy” in buying people off or trying to buy friends.

And T have heard statements made—and you just made such s state-
ment—that need and not politics wounld be the major factor in deter-
mining where moneys would go in our AID p ;

Well. I agree with both points of view in a way. I do think the need
should be the major determinant, but I think we would be extraordi-
na:{xl'lh naive if we thought that politics shouldn’t have something to do
with it.

1t would seem to me that in the case of Jamaica it is—at least it scems
rather obvious to me that it is & political thing, more than a need prob-
lem, being a8 they have a very high standard of living compared to
oth;& countries that we have either cut back on or are not furnishing
anvthing to.
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‘Would you care to comment on that {

_ Mr. Liox. Mr. Lagomarsino, if the description of Jamaica as & rela-

tively well-off country or a country with a high standard of Iiving
should, it seems to me, be qualified by an examination of how most o
the people in Jamaica are living.
. Their rates of unemployment are in excess of 25 percent. Agriculture
in Jamaica has been relatively stagnant. The island is a major food
1m§:8rtcr, I think on the order of $400 million or $500 million & year.
Tt has all the characteristics of & poorer country, except that its mod-
ern sector, a small part of the country, is based on a very high export
snd tourism situation, both of which are vulnerable to international
fluctuations. ‘

1t is not a stable situation. Jamaica is long on development problems
and has a highly vulnerable economy. At the present time, I think it is
fair to say that Jamaica has the most serious balance-of-payments
problem in the Western Hemisphere, bar none.

Our assistance, it seems to me, is & reflection of a political wish,

clearly, to improve relations. It is also a reflection of the importance
we attach to Jamaica a8 one of the major independent sovereign coun-
tries in the Caribbean. How the United States relates to Jamaica gives
a message a8 to how the United States wants to relate to the develop-
ing countries in the whole Caribbean region.
. I would say that here too these aspects are all combined. Again,
it is not straight political; it certainly is not solely economic. Both sets
of considerations are very much present, and we are responding to
both of them.

Mr. Lagomarsivo. I might say I agree with that, but I must say I
regret some of the statements that were made before by some people
who now seem to say it is all right if this administration does it. T am
just not very happy about some of the double standards T see around
this place, and I appreciate your statement todsy, admitting and
acknowledging that politics does have something to do with the fact
that we get 51 percent of our bauxite from Jamaics, that that fact is
important, and I don’t think we ought to be kidding people about it. I
mﬁmmend your acknowledging that. I think that is a good way to start
off.

Now, with regard to Panama—and you said the same thing there is
involved, a3 I understand, because we have a very important situation
with regard to Panama, that our aid might be higher perhaps than it
would be if we didn’t have that, if we were just looking at that as a
country with its needs and so on.

But one of the things that concerns me—well, let me ask you this. Is
the increase in aid for Panama a part of the treaty negotiations?

Mr. Lio~. The program requested for Panama for fiscal year 1978, as
T mentioned, is about $23 million. The fiscal year 1977 request was a
good bit lower, but, if you look at the figure for fiscal year 1976, you
will see & figure of about $20 million or $21 million also.

As a matter of fact, over the last several vears, the average figure for
Panams is pretty close to $20 million, so that I think it is quite fair,
quite accurate, to say the proposal for fiscal year 1978 is not part of any
consideration mlmn%o the treaty situation. .

Mr. Lacomarsvo. Is not. Now, under the—well, you know, this is—
<:ouldg I ask you this, You say it would average about $20 million a
year

Page determined to be Unclassified
Reviewed Chief, Records & Declass Div, WHS
IAW EO 13526, Section 3.5

Date: Oct 23, 2018




48

Mr. Lzow. It avi just under $20 million.
ol erages j $20

, o. How would that—if you have this figure avail-
able, how would that compare with & comparable country of like size
and population makeupt

Mr. Liox. Well, as | mentioned earlier, the per capita assistance
from the United States to Panama is the highest in the region, so
that, if you found other countries with similar populations, you would
find that the U.S, assistancs is higher on a per capita basis, has been
for some years, to Panama.

There are some other considerations too. Qur decisions respecting
Panama are also related—and we mentioned this last time—to what
other donors are doi

Because of our cgllﬁbouﬁon with these other donors, we agree to

complement each other’s efforts; so, instead of our taking on a $10
million program in the agricultural sector, we might only for
example, a $3 million or $4 million loan while the IADB or the %oﬂd
Bank do the rest. :

Mr. Lagomarsvo. One of the complaints the Panamanians have—
and I think 'ﬁh;tlyaoonthisimue. 1 don’t agree with them on all
issues, but on this one I think they are right—is that the rent or what-
ever you want to call it that we pay for the canal is only $2.3 million.
However, they don’t mention that they receive something like $20

ion & year in AID programs, That 1s what 1 wasgatizx:twith
regard to comparing it to other regions, and postulating perhaps that
the difference might be considered as, in effect, an additional payment
because of the canal and not because of humanitarian considerations.

Mr. Lion. T would like to say, though, that, if there were no political
considerations of the kind that we are discussing, we would still very
likely have an important bilatera! development program in Panama,
because the Panamanians are doing something iout the rural areas.
Up until recently, no, but, in recent years, they have said: “We want
to work on rural health. We want to work on rural agriculture. We
want to work on rural education.” That is what we think Congress has
told us to associate with.

So we would be there, if the Panamanians were interested, even if
there were no canal. .

Mr. Lacomarsrvo. Now, under the proposed treaty revisions, we
were informed that in all likelihood the rent for the canal or whatever
you want to call it, is going to incresse drastically. We were told, for
example, by one of the Panamanian negotiators—not ours, but one of
the Panamisn negotiators—that they had rejected an offer of—on a
sliding scale of $33 to $44 million per year—indicating to me, at any
rate, that they wanted something larger than that.

The upper limit, I guess, is what they said the United States saved
by having the canal, $700 million a year. But, in any event, 1t sounds
like a rather large incresse. .

Do you foresee the need for increased amounts of AID assistance
if the Panama Canal Treaty is signed 1 o

Mr. Laox. I would like to say that the treaty negotiations are now
underway, These are very important negotiations and I would not tike
to say something here which in any way might prejudice the success-
ful outcome of those negotiations. .

Mr. Lacoxagarno. T don’t want you to. I am not asking you to.
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Mr. Lio~n. However, if the committee wishes, we would be delighted
to sit down privately and share views winl‘xvyon on this subject, Others
know more about this than I do, Dick Wyrough, for example. We
would be delighted to share with you what it is we are thinking about.
As there are new developments in negotiations, then it would be appro-
priate perhaps to do that.

Mr. Lacomarsino. The figure—the statement I made has been in
the public record in & speech by Dr. Lopez Guevara before the Ameri-
can Bar Association in Mexico City, in addition to what he told us
when we were there, so I wasn’t disclosing anything that isn’t public
knowledge.

STATEMENT OF RICHARD R. WYROUGH, DEPUTY DIRECTOR AND

SENIOR TREATY AFFAIRS ADVISER FOR PANAMA NREGOTIA-
TIONS, DEPARTMENT OF STATE

Mr. Wyrovar. I could say that by mutual agreement between the
two negotiation teams this entire question has been reserved until the
final stage of the negotiation. It simply hasn’t been addressed yet in
any significant way.

deed, our thinking has—in the past has looked at this question in
terms of what traffic projections are likely. But, with the recent prob-
lems which the canal company has had, this is really under examina-
tion.

Beyond that, if you would like further information, that could be

Mr. Lacomarsiyo. Thank you.

Mr. Yarrox. Mr. Ireland.

Mr. Irerano. Thank you, Mr. Chairman. My apologies for not bei.nﬁ
here at the outset. If I go over ground that has been covered,
apologize.

'Two areas of particular interest to me on either end of the scale. One
is Haiti and one is Costa Rica. I am interested in Haiti especially in
that the reports we have from Florida, where I come from, are that the

" population is, if an , getting poorer and poorer, and I wonder

to wllmz extent you feel that our program is really helping the poor
ple.

p000n the other side of the coin is Costa Rica, which is regarded as

doing so well. Why do we continue to put our funds there when they

perhaps could be going somewhere else with greater results?

Mr. Lion. Shall we take Haiti first As we all know, Haiti has the
lowest g;x;ca.pita income in the Western Hemisphere. Haiti appears
on any list that is prepared by any agency of the poorest or the most
severely affected by this crisis or that crisis.

If you take a look at the kinds of things that we have been trying
to do, I think you will discover that our programs have made & sig-
nificant difference in the following areas. . :

‘We have helped over the years with malaria. This is a very difficult
problem not just in Haiti, but in the world, because we are d'mcovezinﬁ
that the carriers are becoming more resistant to the pesticides an
materials we are using. In fact, they even like this stuff. So it is a
very serious problem requiring continuing effort.
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i

However, we are eetimatinf that hundreds and thousands of families
are now able to survive and work and live in areas that previously
were too risky. .

In the agriculture sector, we are right now working with the Haitians
in building feeder roads. These are roads which will allow the farmers
to get their Sroduoe to market and not be confined to carrying produce
on%mir mgfgdmfl: e mz}fzh lready has shown divi

® are in a program which already own divi-
dends, even though it is in its eaﬂ{ashageg and that is related to
strengthening the capacity of coffee farmers in Haiti to produce bet-
ter coffee and get more money for what they produce.

Several thousand Haitian coffee farmers are already involved in
cooperatives, when they were not before, which are helping them to
market their produce and get better prices. .

Our family planning efforts are beg:.nmngl to take hold in Haiti.
While Haiti used to have & higher rate of ation growth, it is now
down to a little over 2 percent, which, while high, 18 still a good bit
lower than it was before.

Just as important—and maybe in the long run more important—are
the kinds of things that we are doing that will help to strengthen the
Hgitians’ capacity to hel&:hemselves, which is to build up their in-
stitutions, to st: ir Ministry of Agriculture, to strengthen
their Ministry of Health, so that they can design programs, arrange
for their financing, and manage them well. That is going on and that
i8 & very important of our efforts.

It is a long struggle.

Mr. Irrvanp. I sense a degree of optimism on your part?

Mr. Lion. I think anybody who works in the ciavelopmem business
has to be an optimist. I am an optimist. I think that things have been
changing in Haiti internally. I &mk the attitude of the Haitian Gov-
ernment has changed, so that it is concerned with its poor and is con-
cerned with development. They have & long way to go even in these
areas, but it is markedly different from what it was 10 or 15 years ago.
I think part of this can be attributed to our assistance as well as to
assistance from other donors.

Costa Rica is a different picture altogether. Here is a country with
sn $840 per capita incoms, close to the top of the list in our region.
But, strangely enough, in spite of many of the indexes which suggast
that this country is In shape—if you look at the education, illit--
eracy, mortality, Costa Rica comes out very high on the list—about
40 percent of the people have per capita incomes of less than $300 a
year. As you can see, there is a very formidable income distribution
problem in Costa Rica. However, we find that the Costa Rican authori-
ties—besides being attractive in many ways, in the Costa Rican ap-

proach to life, namely, political democracy—have adopted several very
important programs.

g
. ggsta Riga 18 the leader or one of the leaders in the region on nutri-
tion programs, on nutrition policy. This is an area in which AID is
learning how to do th.mg& e are not expert in it, We are learning.
And one of the reasons for working in Costa Rica is that we can, to-
gether with the Costa Ricans, develop approaches to improving nutri-
tion in a development situation.
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Another reason I think Costa Rica provides an interesting oppor-
tunity for us is that it is in a sense a model middle- or upper-incoms
country in the developing world. Should the United States, the execu-
tive branch, and the Conﬁ together, believe that it is in the U.S.
interest to develop some kind of cooperative assistance relationship
with developing countries of the middle income variety, this is one
of the countries where we will learn how to do certain things. We can
explore harder terms, higher interest rates, shorter maturities on
loans, different kinds of programs such as guarantee programs which
do not require flows of appropriated dollars, & different kind of AID
organizational arrangement in relating to the host country. In other
words, Costa Rica is a good place to examine a variety of approaches
to & bilaters] cooperative assistance relationship with those countries
with incomes above $500 per capita, countries that are in many ways
quite poor, still developing, but which we may determine, the branches
of government together, that it is in our interest to continue to assist,

ese are some of the reasons why I think it is important for us to
continue the bilateral &mrogmm in Costa Rica.

Mr. Irevanp, Mr. irman, I have one followup question.

Mr. Yarron. Proceed.

Mr. Ireranp. Can I compliment you in putting the Haitians in the
coffee business in this period. It 18 very timely. In looking at the
economy of these people, the reference is always made to the per capita
income, and it seems to me that the thrust there is to the degree that
they are below the per capita income stated in U.S. dollars, that the
hardship is proportional.

Is this just me reading this into it, or is that the yardstick you
would og;)ﬁl)y? Are we judging what i8 happiness and the life in
these countries by the American per capita stan of six tele-
visions and two cars in the garage and everything else? Are we using
our money to chase a false goal f

Ew ing I always hear about this program is based on the com-
parison of some other country’s U.S. dollar per capita income, com-
pared to ours, as a criteria of whether they are doing well or poorly,
and I would be interested in your thoughts.

Mr. Lion. Well, aside from being optimistic, ATD people are also
called upon to be philosophers. If I can engage in & moment or two of
philosophy, I think that per capita income as an index of the devel-
t:gnmnt status of a country is a very poor measure indeed, but, in

dition to that, it is not a useful measure of the value system that a
country poesesses. This can be illustrated in a variety of ways.

There are countries in the world with very high per capita incomes
which we do not feel have achieved s quslity of life, & measure of
hapfineas, or whatever, using our own terms. There are countries with
fairly low per capita income whose society, the environment, the at-
mosphere, is one that one could admire and enjoy.

So that, on both counts, I find myself agreelng with what you aro
saying. In AID, though, as professional development persons, we are
being called upon to use per capita income as & rough measure, as one
of the indicators of where we should be putting our money.

One of the points we have been making here today and last week,
was that, at the two ends of the per capits income ocsie, such as Haiti
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with $170 per capita income or another country with $2,000—it is clear

that there are significant differences in terms of requirements and de-
velopment status.

But, in the middle, from $400 or $500 up to $1,000 or $1,100 or $1,200,
it is very difficult to use per capita incoms, at least for me it is dificult
to say gx& this country has X development status and it needs this
kind of assistance, et ceters, et cetera. o

Thus, many things are not revealed mgzupm income data. There
is no ons person who can be described by his per capita income in these
countries.

Mr. Tmmraxp, That is & refreshing comment. Thank you, Mr.
Chairman. :

Mr. Yarson. Mr. Lion, has there been any thwgf;gwm to using.

some indicators other than the GNP to measure w.
AIDprogmmsmhel ing{ If the dual nature of these countries is
obvious, does it really do ani[good to messurs per capita GNP ¢

Mr. Liow. I myself think, Mr, Chai if one is going to use
income that it would be much better to nse something you
would typical income or what the statistician would call modal
income, Where are most people centered aroundi That is quite dif-
ferent from an arithmetic average, which is per capita income,

So, if you are going to use income, I think there are better figures
that get at the dlstlngution o&roblem and not just this arithmetic ab-
stract number, There are other ways of measuring countries’ needs
and there are other ways of measuring the impact of our work.

For example, in several countries in Latin America, we have noticed
that where there are active family planning programs, funded either
directly in bilateral programs or tg;ough intermediaries, such as the
Internationsl Planned Parenthood Federsation, thers has been a sig-
nificant drop in the birth rate over the last several years. That is one
measure of the success of the p

Another measure wonld be indicators that get at measuring health
or, for example, calorie consumption. This would be another indicator,
not only of the development status of the country, the average con-
sumption of calories per day, but also the sucoess or lack of success of
our programs or the countries’ own programs,

There is the measure of the number of children in school. For ex-
ample, the number of children of school sge, of primary school age,
who are in school, has increased by over 50 percent in the lsst 10 or so
years in Latin America, and that can be attributed significantly to
ATD programs, That is another way of measuring the impact of our
work and it also gives you insights into the development status of the

country.

M%u‘nox. Thank you, Mr. Lion. I am wondering if we could re-
cees for mbnut 5 minutes. Tz’:lhave & final vots oln;ns m‘d$%M
ity to submit governmental reorganization p to the
8!;{)})0&9 we go over and come bueig:n about 5 minutes. Would that be

[ A short recess was ts.k%

Mr. Yarron. OK. We will resume the committee meeting. At this
time I would like to acknowledge Mr. Gilman.

Mr, Grumax. Thank you, Mr..Chairman, Gentleman, I am a bit
confused about the objectives with regard to improving the infra-

er or not our
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structure of the various countries. You mentioned that—I think it
was in Haiti you were spending some money in trying to improve the
infrastructure there. We understand that in other countries we are
not doing anything. .

Is it our general approach at the present time to put some money

intﬁtheuimpm ok Gih;u etnre?d ot in what we can

r. Lion. Congressman Gilman, we do not engage in we ¢
call massive capital infrastructure Em%'lma, $200 or $300 million
dams, hydroelectric power stations, hundreds and hundreds of miles
of concrete highways.

Mr. Grman. How about roads to markett )

Mr. Lion. Farm to market roads or what are sometimes called
feeder roads make sense in certain situations,

Mr. Gnacan. Are we doing that generally ! L

Mr. Liox. We are doing that in some countries. Haiti is one of them.

Mr. Grumax. Are we being selective then? In other countries we
are not doing any of thatf L. .

Mr. Lm:.l%v for example, we are not doing it in Costa Rica. The
kinds g(fmject_s that we end up doing in these countries, especially
as related to agriculture, come out of what are called sector studies.
‘We take a look at the agricultural sector. We and the host government
people ask ourselves what are the bottlenecks to raising small farmer
come, to in ing food production? And, if we find in some cases
that there is a need for a feeder road or a farm to market road, then
that is something that we would consider as eligible for project as-
gistance. .

But there are other situations where we are not doing that. We are
not doing that in Pam%uy o

Mr. Gruaan, What about the rural areas in Panamat Are we in-
volved in farm to market roadsf

Mr. Liow. Yes, sir. 7

Mr. Gruuan. T understood when we were in Panama that yon had
stopped the farm to market roadways, that, while we were providing
aid to some of the farm people, that they had no way of getting their
products to market.

Mr. Lion. Well, I am not so sure how that information was trans-
mitted to you, but we are helping to finance some rural infrastructure
in Panama,

Mr. Gruman, At the present timef

Mr. Lion. At the present time.

Mr. Gracan. Another area that bothered me was—and I think I
discussed this with you before—a per capita figure on—you take an
aveng,ger capite average of income in a country and use that ss &
guide Yet, there are distinctions between the rural area and the
urban srea with regard to income. If they happen to have a fairly
good income in the urban areas, it skews the whole per capita average
structure for the whole country.

Are you balancing this today in deciding how much assistance is
rendered to that country

M-r. Lioxn. Our focus, as you know, is the rural ares, so what we are
reslly concerned with is the income of the people in the rural aress.
‘When we work with countries on projecta in the rural areas we try to
target our assistance on as low an income group as possible,
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That means that, if there are 45,000 farmers in Honduras in an area
in which we want to work, we will try to get our assistance to the
poorest of even those poor farmers. )

Mr. Guasax. That I can understand, but, when iycm decide whether
. Honduras gets any funding, one of the criteria, “understand, is the
per capita income, and that is done on a countrywide basis, is it not}

Mr. Laox. That 1s right. .

Mr. Gruauaw. Then there is some imbalance there, isn’t theref If you
happen to have one or two particularly good urban areas, it throws off
the whole average of the whole country, when three-quarters of the
0! is impoverished. . .
Mr. Liow. nghmk you are abeolutely right, Mr. Gilman, and this
is why per capits income by itself is an inadequate indicator or guide
to how assistance ought to be allocated. .

Mr, Grxax, Then how do you balance that factor? What do you
throw in to balance itf )

Mr. Lion. Among other things, we take a look at income distribu-
tion. We take & look at the rural ares. We see that in Panama, Colon,
and Panamsa City are the two centers that are bringing per capita
income for the country up to $1,000, while the typical farmer is living
at $300 a year. We understand that.

‘We try our best to get a look at income distribution information.

Mr. Gruman. Again, is income distribution based countrywide or
is it to gate the urban area from the rural area? What I am
trying to determine is: Do you rely on a countrywide criterion in these
things or do you really dig into the regional problems and use those
as a guideline?

Mr. Liox. I would say the latter. It is pretty clear to us that that
is what Congress is saying. Congress has said to us in the 1973 legis-
lation: Focus on the rursl poor.

Mr. Grumay. T seem to recall, looking at your charts, your calling
per capita income one of the major criteria. I can’t put my finger on
your charts, but you said you are always looking at the country’s per
capita income and you are always talking about that a8 one of your
main criteria.

Mr. Liox. Perhaps we talk about it too much.

Mr, Gruuan. Maybe that is the situation. But T am pleased to hear
you are using other guidelines, For example, in Brazil, we know
that up in one segment of Brazil there is hardly any income at all, but,
when you go into Siio Paulo, it would be highly competitive with
our country by way of income.

Mr. Liox. I served 5 years in northeast Brazil.

Mr. Gruman. You certainly know what the problem is.

Mr. Liox. Brezil has one of the highest per capita incomes in Latin
America, and yet there are some 30 million people in northeast Brazil
who have an average income of less than $200 a year.

Mr. Gruman. All right. Now, when you make that presentation to
the Congress, where do you focus in on that? Maybe I haven’t read
these in as much depth as I should, but I have—I rarely see that kind
of a regionalization.

Mr. Liox. It is there. However, to find it you need the patience
and the time to read every single line in the text. Then you will see
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the focus on the rural areas. We are 1ookin§ st the farmers with per
capits income of $200 or less. We are helping the landless farm-
workers in Costa Rica. That sort of thing comes out of this detailed
description of the individual country programs. Perhaps we should
be showing, where we can, two or thres kinds of income figures, rural
income, urban income, typical income for most mople. )

One of the difficulties, of course, is that it is very hard to get relisble
data. There are only & few countries in Latin America where we
could get reliable measures of overall per capita income. Costa Rica,
by the way, is one of them. ) )

Mr. Grxan. You base it on'the countries’ information¥

%:. Liox. Ymé their eenﬁuaes. . ——

. Gmaax. Can you tell me why ouamphasm%o your ATID
assishneeinUmgnaybeginninginécxlyearl&)’lB .

Mr. Lion. The last loan that we made to Uruguay was in 1975,
There have been some modest grant programs since then, The decision
to diminish the , which was made a couple of years sgo,
relates to considlzmtions like per capita income—the country of
Urnguay was one of the better off countries in the region. And, while
it could use help, it did not need as much of the kind of help we were
giving to other countries. .

So, instead of Joans to Uruguay on a concessionsry basis, 2 or 8
pement,&fl-lyearloans, we shifted out of loans to U y and main-
tain a small grant program which is focused on the :gucatinn sector,

As I say, the decision to cease any new lending was made some
years ago, and our last loan wss in 1975.

Mr, Gragaw. Are there portions of Uruguay that are pretty much
in need as compared to some of the urban areas in Urugusy

* Mr. Lion. I would say so, Mr. Gilman. I would point out, how-
ever, that over 80 percent of Uruguay’s population lives in large cities,
and one in particular. I don’t know what the exact percentage is,
but I think that Montevideo has more than half the people of U: y
in its metropolitan ares, just Montevideo. So that, although they have
a rursl sector which could be helped, and in fact some of our tech-
nical assistance work does relate to assisting the Ministry of Ag:xn
culture—I don’t think the situation is as bad, that the rural/ur|
contrast is as serious in Uruguay as it is in Panama.

Mr. Gomax. Is the population growth in Central America the prob-
lem? Is it a severe problem § _

Mr. LioN. Progress has been made, but I would say that the rate of
growth of population in Central Americs is a serious problem. This
18 particularly true in a country like El Salvador in which the people/
land ratio is very, very high compared to some other areas of the
world. Central America and Latin America have a very favorable
people/land ratio, comparatively speaking, but there are some salected
countries where that is not the case, such as El Salvador.

Beyond that, when one thinks of the investment required to provide
jobs, education, housing, good health, it is clear that, 1f these countries
are to make more rapid strides in the future, they a;zgoi to have to
reduce even further their rates of population growth, which on the

average is 2 t & year. As you know, ours is well below that—
about onz«hmpemnt now, 7o '
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Mr. Gmasax. Then it would be a fairly substantial problem then,
would it not{

Mr. Laox. Yes, sir. ) )
Mr. Gm;swhy are we spending so little money in population

\mm%’ i
P Mr. Liox. How much we d is a function not only of what we
would like to do, but what ﬁmtnes would like us to do. That

explains in part why w;‘gzlnot, have molrfnho inonrhbxhbaml
assistance programs in family planning. ins why a very
propo%on of AID’?S fagify planning money does not go directly

to bilateral programe, U.S. Government to Latin American govern-
ment, but rather to international intermediary private organizations.
As a matter of fact, the amount of money that will be spent in Latin
America in fiscal year 1978, if our family planning propoesls are
m&)tad,asl recsll, totals over $20 million. Around $5 million will be
funded bilaterally with the balance funded through other agencies.
Mr. Guaan. Which countries are rejecting population assistance?
Mr. Lrox. In Latin America, Mr. Gilman, we have a mixed picture.
ngemwmtfmlthstmnmm and are not taking a stand
8l for or against family planning p There are some coun-
tries that are encouraging them, such as %ﬁ Salvador, Colombia, Peru,
Mmco.ménme countries whtnmhisllustaken. on more of a reli :xns
ere is opposition to anning programs, not just
but by the country itself inwnull){ %‘hem is srt,xch internal oi)poaiti%
in Bolivia.
So you have a combination of factors which determine how much we
can spend, what we can do, and under what circumstances we can do it.
Perhaps the single most im longrun activity that we can
engage in to reduce the rate of population growth has nothing to do
with family Pémg‘ oﬁn&gnms. It l;as to do wit%hniﬁng thde;evels a:é
incoms, providing j i ple changing their attitude tow
life, toward their need forvclixgl to take care of their old age, im-
proving their health so that their children don’t die after 1 or 2 or 3

All of these other things that we get into and do as part of our
development business is awfully important and mug, in the long run,
be the most important dsterminant of what the birth rate is and what
the rate of population growth ia.

g oo o Tt ity e g atic, Tiecins: e

on or on P . We
g’%?xg want to spend more iiva could, but &ge are some restrictions,
and, in addition, we are attacking the population problem in other

WAYS.

Mr. Griacax. Just one final question, Mr. Chairman, if I might. What
sort of sssistance are we gi to Mexicot I know it doesn’t come
under ATD, but we are mmvng%moo How much aid sre we giving?
I have heard figures ranging up to $100 million. Can you tell us how
mnnhsuaistmeamamglvingwmxiéo? . . .

Mr. Laox. As you have said, Mr. Gilman, there is no bilateral assist-
ance program for Mexico. The last new bilateral program we had with
Mexico was in 1865. There is a program under the international nar-
ocotics control effort which amounts to about $10 or $11 million s year.
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Mr. Guaan. Besides that, there are some substantial programs.
What other programs are we involved in{

Mr. Lion. Are you referring to a Treasury loan of some sort f

Mr. Grxax. I am talking about assistance. Could I ask you to sub-
mit for the record any other programs that have been made—that we
are involved in with Mexico¥ Maybe some of the other members—

Mr. Yarzon, Mrs. Collins would like you to yield.

Mrs. Corrins, On the question of Mexico, you mentioned a $10 or
$11 million aid program in narcotics control. Can you tell us how
that money is being used ¥ Under what gggmmsl

Mr. Liox. 1 can tell you s little bit about it. It is not an AID pro-
gram. Althonﬁl;the moneys are appropriated under the Foreign As-
sistance Act, the Secretary of State is responsible for these interna-
tional narcotics control programs. He has delegated these in turn to
the senior adviser for narcotics. p

The Mexican authorities have discovered that the best way to deal
with heroin is to kill the poppy while it is growing in the field, so that
literally thousands and thousands of acres of poppies have been de-
stroyed with what might otherwise be called & weed killer. I don’t
kn§w thetmtenhnml' namefo;t&;t herbicide.

ow, requires airc spare parta, equipment, et cetera, so
that some of the money would be going for th:tl.. 'lg\ i

Murs. Covrine. Has any of it been used for transfer of crops? You
know, to show the farmers that it is just as advan! us to grow beans
as it is to grow poppies? Do you know anything that{

Mr. Liox. There 18 no crop substitution program in Mexico. How-
ever, this is very much what the Peruvians are thinking sbout and
what the Bolivians are thinking sbout. We are working with thau;
and part of the approach—this 18 cocaine rather than heroin—part o
the approach there is to try out alternative crops and to demonstrate,
if possible, that these corps will yield satisfactorily and earn no less
than the coca leaves.

Mrs, Coriins. Thank you, Mr. Gilman.

Mr, Guman. Mr. Chairman, I would like to request that, if the
representatives ing todsy could present to us any further in-
formation on the Mexican assistance program, that we make it part
of the record at this point.

Mr. YaTeon. Would you do that, Mr. Liont

Mr. Lion. With pleasure.

Mr.anAx.Thm};ﬁou, Mr, Chairman,

[The information follows:]

U.8. Assisraxoe 10 MEx100

¥iscal year 1065 was the last year that new AID bilatersl development nsaist-
ance activities were undertaken in Mexico. After that a small amount of bilateral
t

{RTAC), for which AID financing is currently being phased cut. The Centro de
Estudios Edveativos {Center of Bdoneation Studies) in Mexico is participating
in the Beonomics of Bducation Studies (RCIEL) project. Also, Mexican credit
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unfons are eligible for subloans under the AID loan to the Latin American
Confederation of Credit Unions (COLAC),

Some $10.5 million is being requested in fiscal year 1978 under the Security
Assistance Bill for the International Narcotics Control program in Mexico. The
program is controlled by the Department of State, which bas an agreement with
AID to assist with program implementation. A major concern under the Narcoties
Control program continues to be the amount of hercin in the U.8. coming from
Mexico. Thus the Mexico Narcoties Control program is the largest in the world,
secounting for two-fifths of the total Narcotics Control funding for country
programs. During 1976 some 28,000 poppy flelds were destroyed in Mexico, which
wis & substantial improvement over the previons year, The Mexican Government
has begun a year-round eradication campalgn and expanded its efforts to nine
Mexican gtates encompassing nearly one-half of the area of the country, Indica-
tions suggest that the amount of Mexican heroin in the United States has begun
to decreame slightly during the last year as & regult of these efforts.

Mexican institutions have also received financing from the Inter-American
Foundstion (IA¥'), which was created as & public corporation in the Foreign
Assistance Act of 1969, The Foundation Is governed by a eeven-member Board
of Directors, the majority of whom are drawn from the private sector, It pro-
vides meed capital for Innovative projects at the “grass roots” level by making
grants generally to private, non-profit organisations. Through fiscal year 1078
the IAF bad provided $1.0 million in grants to Mexican institutions.

In sommary, aside from ¢the International Narcotics Control program, Mexico
receives only a small amonnt of financing umder U8, Government sssistance
programs. On the other hand, Mexico Is & major recipient from the Inter-Amer-
ican Development Bank and the World Bank, recelving over $100 million annually

from each institution in recent years.

Mr. Yareon. OK. I would like to acknowledge Mrs. Collins now.

Mrs. Corrins. Thank you. Mr. Lion, could you give me & breakdown
of the fiscal year 1977 development assistance in Haitit OK. Here it
is. Never mind. -

‘You mentioned that.the Haitian Government has appeared to have
8 changed attitude toward economic problems. Can you tell me what
evidence you can offer or tell me more about this change in attitnde?
From what to what?

Mr. Lion. Well, there are a number of indicators of a more develop-
ment-oriented administration than had characterized Haitian hi
up until the last few years. One is the Government’s attitude tow
its own development ministries. In the last few years, many pﬁﬂe
have been trained in the various ministries of Agriculture, Health
and Public Works.

Another indicator of improved attitnde has been the amount of
monsy that the Government of Haiti is spending on programs that ben-
eofit the ’Fgomr sections of the population, such as in education and
health. The portions of the budget devoted to these sectors have in-
creased not only in absolute terms, but in relative terms as well.

Another indication is that, in conferences with us and representa-
tives of other international financial organizations, Haitian officials’

interest in acquiring external aasistance for development projects has
increased and is persistent.
‘There is some evi(f

encs too that the Haitians sare exerting more sys-
tematic control over their resources. The Government is now using for
development purposes some funds which aroes from taxes on verious
commodm” Fedo;-;l buv{;:ah heretofors had not been made part of the regu-
r
Bill , who is head of our AID programs in Washington
relating ta the Caribbean may wish to elaborate further on that.
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STATEMENT OF WILLIAM B, WHEELER, COUNTRY DIRECTOR, OF-
FICE OF CARIBBEAN AFFAIRS, AGENCY POR INTERNATIONAL
DEVELOPMENRT

Mr. Waeese. T would add that the Government of Haiti has estab-
lished & health goal of trying to raise life expentancy during the next
5 years by 6 months per year, and is increasing its funding and paying
m?I‘rﬁ hi .ogemgnmh%ed - mtlvefessi nglmt. ini key pri

ey have desi ucation, professional training, as s key pri-
ority. )i‘hm is something which the Haitians are working on primarily
with the Inter-American Development Bank, with the World Baxnk,
m%hﬁthhthe Ee‘fgimbed icult i i rtant f

ey have cited agriculture as’ & very impo ares O
focus and have indicated that increa the production of the small
farmer—and almost all the farmers in Haiti would fall into that cate-
gory—as being extremely important.

hey have, for instance—— o

Mrs. Covrrns. Do you feel that—could you say at this time that there
is any real hope that the ?culturd sector can be developed to sup-
Eﬂ» ;ge population? I understand it is still growing by leaps and

un

Mr. Wazzrrz. This is a very difficult problem in Haiti. There is no

question that it is indeed a race to reduce the rate of population growth
and to increase the production in agriculture in order to achieve a bet-
ter balance. Haiti, as you may know, has one of the lowest nutritional
standards of any country in the world. I think it is 127th in the list of
countries in caloric intake, about the second from the bottom of the
countries rated. There is also 8 severe erosion problem in Haitd,
. There have been steps taken by the Government to increase rural
income. Where they cannot grow food crops, they are trying to in-
crease coffee production. The Government raised the base floor price
that it will pay to or allow to be paid to Haitian farmers for coffee, in
order to increase rural income.

‘We are working in Haiti to help develop new corn varieties that are
suitable to their local environment. This program, if it is successful,
could have an impact. ‘

Mr. Lion. I was down in a rather fertile part of Haiti, the south-
west f»rt, and noticed how the corn that Bill just referred to was grow-
ing. I am a bit of & farmer myself, although without any training. And
it seemed that, even though cbmg)s are desperate, the opportunity for
improvement is so substantial that, with technical assistance, with
seed, with credit, with irrigation—all of these things are gomg on—
one could increase the productivity per hectare or per acre by two and
three times easily.

This will make a difference, even though the problems will still
remain t.

Mrs. Corvxns. I think earlier somebody mentionsd something about
the malaria control p m. Is thers anything in this little ot
to show how successful that has been over the 2 or 8 years?

Mr, Liox. Well, we have been working within Haiti on malsria for
perhaps 20 years, and we can give you for the record an analysis of the
consequences, the results, of efforts, how many people gf:; bene-

88134 O =17 + 8
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fited, what institutions have been created, how much money we, the
Haitians, and others have put in.

Mrs. Covrans. That will be helpful. Will you please do thatt

[The information follows:]

Harr—Maragia CoNTEOL PROGRAM

In 1961, the Government of ti, UNICEF, the Pan American Health Orga-
pizgation (PAHO) and AID jointly agreed to initiate a malaria eradication pro-
gram. Spraying with DDT started in January 1962,

Based on entomological and epidemiological surveys carried ont during 1961,
the area of attack was defined as all localities with elevations under 500 meters.
1t was estimated that the areas comprised some 80 percent of Haiti's inhabitants
and that 950,000 houses would be sprayed twice a year with DDT.

By the end of 1062 the rate of positive cases of malaria among blood samples
checked was down to 1.7 percent compared to 34 percent a yesr earller. In
1988 and 1964 hurricanes Flora and Inez deposited large quantities of water
which increased the mosquito population and the positivity rate rose to 4.0
percent. A massive drug distribution campaign was begun in May 1965, and
by 1968 the rate was down to (.4 percent. It remained at that level In 1067,
and then reached a low point of 0.2 percent {n 1668 It then started to increase,
rie:wehingxy & high of 8.8 percent in 1972, Since then, the positivity rate has declined
8 ,

The incresase in 1068 colnclded with the resurgence of malaria elsewhere in
the Americas. The reasons are varied and not entirely clear. It is known that
mosquito populations have become incressingly resistant to DDT. Increased
geoangg of rural popmiations and incressed crowding of urban aress may also

T,

Recent actions in the Haiti malaria program include: Au increase in PAHO
staff residents from 2 in 1975 to § at present; administrative strengtbening of
the Haitian malaria organisation; and the development of an improved annual
plan of action.

Between 10568 and 1578 the Government spent spproximately $2.5 million,
UNICEF #38.0 million, PAHO $2.8 million, and AID $22.0 million on malaria con-
trol. Contributions to the program by the Government of Haitl have increased
steadily from about $35.000 per year in 1965-1972 to $500,000 in 1976.

The Haltlan malaria control organisation (SNBEM) has been developed over
& long period and now possesses certain administrative and logistical capabilities
beyond thoee of any other organization in Haitl. In addition, a voluntary col-
laborator (VC) system has been developed to dispense drugs and collect slides
for analysis. In 1962 some 450 VC posts were established. The number has grown
steadily to the present network of 7,500 posts.

The number of Haltians currently at risk of contracting malaria is estimated
to ba abount 4.1 million in a total population of 5.2 million. The present malaria
rate is under 8 percent compares favorably with 8 rate of at least 20 percent
which existed before 1080. No estimates exist of the number of deaths averted,
but malaria is no longer among the leading causes of death in Haitl,

Mrs. Courrns. May I ask & question about Jamaica{ Well, Jamaica
and Costa Rica? I think som&)od y mentioned that 40 percent of the
Costa Rican population has so low per capita income that Costa Rica
is an example of a country with income distribution problems.

Can you tell me any other Caribbean countries that show large gaps
between the rich and the poor, or even larger than they have in
Rica? Would Haiti be one? Jamaica$

Mr, Lion. Well, I don’t think there is any country, sovereign, in-
dependent, & ministate, or whatever, of these 17 countries in the Carib-
bean that does not suffer from that problem.

The Enghshi?:ga}nng Caribbean, however, suffer from it somewhat
le;agéhan o063 Haiti or does the Dominican Republic. But it is still &
P em,
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Mrs. Coruxws. It is my understanding that Secretary Vance has
called for supporting assistance money to aid those countries with
significant military budgets. Now, when it comes down to Jamaica,
is there—is the assistance going there being sent as economic assist-
ance? I understand they have some military problems there as well.

Mr. Lio~. The supporting assistance request which we are making
to the Congress is to pmxlrliﬁe funds to help Jamaicans import what
would essentially be food, commodity imports. ) )

Mrs. Coruns. I thought it was going out of security supporting
assistance. ) . .

Mr. Lion, That is correct. If you would like, I will try to explain
why it is called that.

Mrs. Courans. Please. I am 3 littls confused on that.

Mr. Lion. The typical kind of assistance which the U.S. Govern-
ment makes available through AID is to meet so-called development
problems, long-term problems, poverty, stagnant agriculture, family
planning problems.

Along comes a requirement in the ;ndgment of the United States to
assist & country for reasons that include other reasons besides devel-
opment problems. It would include strictly speaking political ];mb—
lems or military security problems or balance-of-payments problems,
economic problems of a shortrun emergency nature.

But shortrun emergency balance-of-payments help is not what the
Co: wants us to do with development assistance. So we have this
fun%ng category which is called security supporting assistance. It
includes a variety of things. It is not just military assistance.

In this case, in Jamaics, in fiscal year 1978, it includes $10 million
for economic assistance to help them meet their emergency short run
balance-of-payments crisis.

Mrs. Covrans. All right. Thank you very much.

Mr, Yartron, Mr. Lion, today we hear the term so often “transfer
of technology.” Can you tell me what AID is doing with its inter-
mediate technology programs at the present time{

Mr. Liow. I will mention one effort that relates to the whole oy
and then, if I might, actually refer to a few examples in the Latin
American region.

The Congress instructed ATD, a8 you know, to stimulate intermedi-
ate technology or, as Congressman Long calls it, light technology,
or a8 we have come to call it in the Agency, appropriate technology.
‘We have been called upon to stimulate private sector participation in
the effort to help transfer light or intermediate technology.

Last year AID helped set uK Appropriate Technology Interna-
tional, a private organization. ATD has made a $1 million grant to
this organization. It is hoped that this institution will stimulate the
identification of appropriate or light technology possibilities for use
in developing countries. That is one large agencywide effort.

-In Latin America, we are engaged in several such projects in several
countries, and we are proposing several more in fiscal year 1978. For
example, in Haiti, we are talking about exploring new energy tech-
nologies which would be low-cost and appropriate to Haiti, such as
windpower and solar energy.
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The University of Florida is working on a solar cooker, eliminating
the need for such fuels as lumber, trees, gas, or oil. '

In the Caribbean, we have & very interesting proposal for fiscal
year 1978, a $4 million loan and s $500,000 grant, which would help
the Caribbean Development Bank do several things. .

One, identify what kinds of technologies would be appropriate
or light or labor-intensive and would not cost a lot of money. We
will not only help identify them but also promote their use by lending
money to t{mse small enterprises that would use these new tech-
nologes in the Caribbean, .

So all of that loan, in fact, would be used for loans to companies,
small enterprises, that will use technology. It is one thing to say this
kind of small machine will work. It is another to get a company to
make them and use them. .

Another asgect of the project is to ask the question: What kind of
policies would stimulate the business people to use light or inter-
mediate technology? What policies are we following which are dis-
couraging the use of these technologies? These policy studies will be
part of this project in the Caribbean. )

" There are other projects such as in Peru and in Paraguay in fiscal
year 1978 where gart of an agricultura! loan will be to identify new
technologies for the small farmer.

Mr. Yarrown. Is Haiti the only country using solar technology ?

Mr, Lioxn. I think we are further ahead there with solar energy
explorations and research, Actually, the University of Florida has
already designed alternative models of solar cookers, and they are
about ready to try them out.

Mr. Yarron. Thank you. Mr, Lagomarsino.

Mr. Lacoxarsino. Thank you, Mr. Chairman. Back to the formulas
and gross national product and all. I understand—I should not say I
understand. Last year, this committee did change the formula with
regard to Public Law 480 funds, and we imposed, as I understand it,
a limit of—a ratio of 75 to 25, 75 percent having to go to countries
with less than $300 per capita income, Is that your understanding ¥

Mr. Liow. Yes.

Mr. Lacoxarsino. I understand the administration has asked that
we modify that. From what you have told us here this afternoon, I
think we probably should because obviously the gross national prod-
uct in s country as & whole may not reflect the conditions in the coun-
tryside very much. I presume you would not want us to apply that
kind of a formula to your operation.

Mr. Liox. No; I would not. I believe that the per capita income is
a good measure of only one thing, and that is how well the modern
séctor is doing. That may be a less than important part of the total
economic situation, of the nutrition situation, of the poverty situation,
or of the employment gituation,

As I have said before, it is not, I believe, a useful guide all by it-
self. It is one of the factors one must take into account. The trouble,
Mr. Lagomarsino, is that we haven’t devel very good alternatives.
So the argument goes: Well, it ain’t good, but it is what we have got.
And some of us would like to argue with that and say that that isn’t
good enough.
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Mr. Lacomarsivo. I understand the Overseas Development Coin-
cil has developed a formula that takes into consideration infant mor-
tality, death rate, longevity, and so on. Have you examined thatt
Is that something—— X . .

Mr. Liox. I have looked at the basic quality of life index that they
have developed as a way of identifying where the needs are the great-
est, as & way of comparing needs among countries. I think that that
is & useful and valusble contribution to looking at this problem of
resource allocation from the need side. It doesn’t say an about
ability to use. It doesn’t say enything sbout self-help efforts. And
those are very important measures, it seems to me, or indicators that
we ought to look at when we ask ourselves the question that you have
been asking this afternoon and last week: How do you allocate your
assistance ) .

If you look only at needs, you gut all your money in Haiti, and
obviously they cannot use it. So I think, as a contribution to this
important discussion, the Overseas Development Council’s quality of
life index is valuable indeed, but other criteria have to be consulted.

Mr. Lagomarsivo. I might say that the most common criticism by
constituents of ATD-type programs is “it doesn’t get to the people;
it goes to Swiss banks” or what-have-you. So I think that obviously
has to be a major part of your decision. Does it get where it is sup-
posed to go and doeeitdothejobitissulfpoeedwdo?

Are you aware of the newspaper allegations that there was a lack
of accountability in ATD funds provided to Nicaragua after the earth-
quake theret

Mr. Liox. Yes, I have heard that there have been some stories deal-
ing with that. The story that I am familiar with is somewhat mis-
leading. There was no AID money involved, as & matter of fact, in the
purchase of the land.on which houses were built for the people who
suffered from the emergency. The land was contributed by the Gov-
ernment of Nicaragua.

It is not something that ATD funded and, in fact, much of that land
was purchased even before the earthquake. If the article that you
are talking about is the same one I am referring to, it was inaccurate
if it im[[l)}led that AID funds were involved in those land acquisitions.

Mr. Lacoxarsino. They were not. There was a 60-minute
last Sunday which carried a story about how U.S. pesticides—and I
have forgotten the name of the pesticide that was mentioned—have
killed & lot of animals in Egypt. Egypt was one country that it spoke
about. And they also pointed out that that particular pesticide could
not be used in this country.

Now, how do we handle that type of situation? What kind of
standards are we using for pesticides?

Mr. Lion. That particular pesticide as of 1976 was not described
as acceptable in this country. And, as of that time, we would not fi-
nance any pesticide which is not accepted by the EPA.

_ Prior to that time, that particular pesticide, Letophos, or something
like that. If you mutter softly, you can probably gmnounoe it.
u

Mr. Lagomarsivo. I don’t think that is the one, but it is something
like that. ’
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Mr. Liow. That particular pesticide was judged OK for use sbroad,
even though it may not haveﬁn acceptable in this country. That is
not as terrible as it might seem. .

Mr. Lacomarsivo. I agree with you. That is why I am asking you
the question. . )

Mr. Laow. Some pesticides which are all right in the United States
should not be used abroad, because there are ecological conditions
which would make them unsafe abroad. .

Mr. LacoxMarsino. I might just also interject that one of the pesti-
cides that is most controversial in the United States now is DDT, and,
for probably good environmental reasons, it is very controversial.
However, it is a lot safer to use, to people using it, and to the sur-
rounding population, at least over the short run, than some of the
ones that we have developed to replace it here, which are very
poisonous. So I am sure all those things are taken into consideration.

Mr. LioN. We make a very serious effort now at looking at the
environmental question in every single project that AID undertakes.
We do an environmental review to determine if it is going to have a
substantial impect on the environment. .

If we say “no,” that ends it. If we say “yes,” then a very intensive
environmental assessment is done.

In addition, on pesticides in general—pesticides rather than the
overall environmental picture—the agency is right now developing
a series of guidelines which will determine how we will function with
respect to funding pesticides, which ones, under what circumstances.

Part of the answer here is to help the governments and the various
ministries to become better able to handle the pesticides so that
safety standards and practices are developed. So that people who
are using them will be properly trained. We search to develop
alternatives to dangerous or possibly dangerous pesticides. These are
the kinds of things we are doing.

Mr. Lacomarsino. Mr. Chairman, I could go on all afternoon, but
I feel I must end somewhere.

Mr. Yatrown. Thank you, Mr. Lagomarsino. Mr. Gilman ¢

Mr. Gruaax. No further guestions.

Mr. Yatrox. I have no further questions either. Let me say, Mr.
Lion, that members of the committes may have some other questions
they would like to send over to you for you to answer and have made

art of the written record. I would appreciate if this could be done.
ould this be satisfactory ¥

Mr. Lio~. Yes. Certainly.

Mr. Yarron. Well, thank you very much, gentleman and lady.

[Whereupon, at 5:07 p.m., the subcommittee adjourned subject to
the call of the Chair.]
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ECONOMIC AND MILITARY ASSISTANCE LEGISLATION
FOR LATIN AMERICA

Military and Supporting Assistance Legislation for
Latin America

TUESDAY, APRIL 5, 1977

House or REPRESENTATIVES,
Corovrrree oN INTERNATIONAL RELATIONS,
SuBcOMMITTEE ON INTER- AMFRICAN AFPATRS,
Washington, D.C.

The subcommittee met at 10:10 a.m. in room 2255, Rayburn House
Office Building, Hon. Gus Yatron (chairman of the subcommittee)
presiding.

Mr. Yarron. Our committes meeting will come to order,

I would like to take this public opportunity to offer my congratula-

tions, Mr. Secretary, on your confirmation. In my judgment, the rec-
ord of your 25 years of service in the Department of State is one of
which you can be justifiably proud.

You have demonstrated s sincere concern for people, and, to my
mind, that is what foreign policy is all about.

I am sure that, from time to time, we will have some differences of
opinion, but I feel certsin that your experience and dedication will
serve to minimize these differences. The tasks ahead may be difficult,
but you can count on my full support and cooperation, as I am sure
you can count on the other members of the committee.

I want to welcome your colleagues, General Fish and his counsel,
Mr. Forman,

Now, 1 understand, Secretary Todman, that you are prepared to
make a statement, and then we can open the floor to questions.

It is & pleasure to have you here today, sir.

STATEMENT OF HON. TERENCE A. TODMAN, ASSISTANT SECRE-

*. TARY FOR INTER-AMERICAN AFFAIRS, DEPARTMENT OF
" STATE

Mr. Tooman. Thank you very much, Mr, Chairman. I am most
teful for your very kind and generous remarks, I can assure you
that I reciprocate your feelings 2bout the manner in which we will go
about reconciling whatever minor differences might exist between us
from time to time. I can assure you of my full and complete coopera-
tion with the committee in every way that I possibly can.
I am pleased to appear before your subcommittee today to discuss
our security assistance programs for Latin America.
(85)
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The United States for many years has maintained close working
ties with the Latin military, both in purel military-to-military terms

and in dealing with individual military in their capacity as
presidents ministers of the various governments in the region.
This long association has de an arms relationship with the

Lafin American countries that has elpeduamaintdnmmthair

- military establishments, s matter of importance since 15 Latin and

Caribbean nations today are governed by or under the aegis of the

" armed forees.

Seeurity assistance to these governments thus is a political tool that
provides us an opportunity to exert some influence on their attitudes
and actions. It is, in short, a means for protecting or advancing our
i which sre many and varied.

Among those interests in gha: relief todny is our commitment
to the defense of hunian rights. ident Carter has made that com-
mitment & priority consideration that will help shape our foreign re-
lations in the ahead.

administration is adjusting the attitudes of the executive branch
to conform to the demands of the country, which are reflected in this
Congress, for a foreign policy that is based on values the U.S. prizes
Anmyix his interest in limiting the role of the United States as
arms supplier to the world and changing the thrust of our policies to
the promotion of disarmament.

In the region for which I have responsibility for U.8. foreign rela-
tions, this means the United States will strongly support local initia-
tives seeking to lessen the burden of armaments. We would hope that

from such initiatives will come a reduction of tensions and
the strengthening of stability which has allowed the countries of Latin
America to pursue their affairs at peace with one another. :

A ific case is our support for the Declaration of Ayacucho,
signed in December 1974, by the Andean statee plus Argentina and
Panama. The intent of the signatories is to arrive at arrangements
that restrict the acquisition of offensive weapons.

‘We have more traditional interests in the region that engage our
diplomatic energies. None could be classed as strategic concerns that
sre vital to the safety and well-being of the United States. Yet, there
are latent security interests which must be attended with some care,
among them the Panama Canal and its approaches, our lines of com-
munication in the Caribbean, and the maintenance of important sea
lanes in the region. ,

_ There is finally the range of economic interests we have in maintain-
ing access to Latin American and Caribbean raw materials, our posi-
tion in the foreign trade of the region, and the promotion and
protection of extensive investments of the American private sector.

In this brief review of our political/military relations in the hemis-
phere, I would'lig to take this opportunity to put our security assist-
ance programs into some perspective.

Ten or fifteen years ago, the United States was the principal source
of armaments for the countries of the region. From the middle to the
late 1960’s, however, that relationship began to change radically, so
that today we rank fourth or even fifth as the area’s arms supplier.
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In fiscal year 1975, for enmegle, new orders under our FMS gqm—
k4

for Latin America totaled $174.9 million. In fiscal year 1
a year which had an extra quarter, they wemfunder $100 million. We
do not have figures for the current fiscal year, of course. .

C&mﬁrg‘tldministmion’s request for new FMS credit ﬁnancmﬁ
for fiscal year 1978 is $140.5 million for the region as a whole. I woul
expect that actual new orders would fall far short of this in fiseal
ear 1078, A

Y The U.S. share of the total Latin market for the past 2 years has
been under 15 percent. Of what we did sell in that period, only about
95 percent went for major items such as aircraft, ships, weapons,
ammunition, and the like. The balance is for spare parts, supporting
noncombat equipment, and supporting services inelu training.

A number of factors have contributed to this tailing off in our arms
transfers to the region in recent years. One that is important, but
which is frequently overlooked, is our restrictive ¢ r policy of
limiting the sophistication and quantities of armaments that we will
permit to be sold in Latin America, particularly to the smaller and
poorer countries.

However, even for the larger and richer countries, we refuse to sell
aircraft more advanced than the ¥-5 and A—4 level of sophistication.
We also deny the sale of certain advanced technology weapons—smart
bombs and laser-guided missiles—and unconventional munitions like
napalm and flame throwers and major combatant naval vessels. Other
munitions not prohibited by regionsl policy are still denied in some
cases. These include short-range tactical missiles. :

Impoeing limits of this kind often is seen in Latin America as
arbitrary and patronizing, particularly with the lsrﬁu'. countries
which today have significant arms-manufacturing capabilities of their
own.

In any case, most governments in the ares have developed impor-
tant arms relationships with Western Europe, Israel, and the Soviet
Union. In a real sense, our restrictive policies have been an incentive for
the Latin military to turn to these suppliers, even though in many.
cgsesliwe know they would bave preferred to deal with American
suppliers.

Recent actions by five governments rejecting fiscal year 1978 security
ssistance underscore the independence of Latin America in this and
other fields. Their sharp reaction to our surveys of human rights prac-
tices in their countries, stipulated by section 502(b) of the Foreign
Assistance Act, reflected their deep attachment to the principles of
sovereignty and noninterference in internal affairs.

Quite apart from the requirements of the law for future security
assistance programs, President Carter, as I said at the outset, has made
it clear he believes that human rights considerations are s matter of
{)hr;;.p(er international concern. The governments of Latin America know

As we look at the wide scope of our interests and concerns in the
region, we face an important question : How do we, working together
with these governments, find ways of achieving improvements in the
way the people of this hemisphere are treated ! It is not a black or
white proposition, but rather a complex guestion which must be sp-
proached with great sensitivity.
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We submit that wholesale elimination or even substantial reduction
of our security assistance programs in Latin America would be inad-
visable. Such an abrupt approach now, after maintaining political and
military relationships with these governments dating back to and
beyond the Second World War, would produce widespread resent-
ment and alienation. )

We cannot predict the results of such an approech, whether it
might produce improvements in the human rights situation in these
countries or, paradoxically, bring about even worse conditions.

_'We hope, therefore, that the executive branch will be allowed lee-
way to work with the military in Latin Americs, using the traditional
tools of a relatively modest security assistance program to take ad-
vantage of whatever opportunities we might have to advance the cause
of human rights and our other, real interests in the hemisphere. That
remains the central issue.

Thank you, Mr. Chairman.

Mr. Yarron. Thank you very much, Mr. Secretary, for an excel-
lent statement.

In your statement, you argue agsinst substantial reduction because,
you suggest, we cannot predict whether or not this action would im-
prove a country’s human rights situation. Would it be fair to ask you
under what conditions you would act!

Mr. Tonman. I would be in favor of any action of reducing our
support where we find that the support would, in fact, permit a gov-
emment to worsen the human rights situation. I think that human
rights should be & thread running through our entire foreign policy,
and we should insure that we do nothing which would allow any coun-

with our assistance to worsen the situation.
ut we ought look for whatever positive steps we can tske to help
them to improve their situation.

Mr. Yarron. You have posed what I think is & central question.
How do we find better ways to improve the situation of the common
man in Latin Americat Would you care to share with us your answer
to this question?! ,

Mr. Topwman. In many cases, T think human rights problems arise
becsuse of the existing disparity in the economic level of the popula-
tion, because of the conditions of poverty and suffering in soms p

The people who cannot find & way of making a livelihood then seek
to improve their situations, The Government, if it is unable to respond
t!lm} ﬁfﬁ it necessary to take repressive measures, and a vicious cir-
cle in begins, :

I think that, to the extent that we can make some contributions to
helping to remove situations of poverty or starvation, to the extent
we can-help governments working on projects that improve the lot
of the needy, we will be in fact creating the kind of atmosphere that
would be more conducive to a better human rights situation.

Mr. Yarron. Since the FMS credit program was rejected by the
Argentine Government, why don’t we remove those funds from our
g:;g as‘simnoe budget! Would you care to comment on that, Mr.

Ty ‘ :

Mr. Toomax. Yes, Mr. Chairman. We will be discussing with all of
those.governments that have said that they are not interested in our
assistance exactly what they understand to be included in this. As they
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have thought about their initisl action, they are beginning to realize
that there are some things that they need for the maintenance of their
equipment that they would not like to see removed. )

Wgs will be talking to them, and, if it i8 clear that they intended a
complete cutoff, then we will certainly make that change. One of the
factors to be considered is that 75 percent of the security assistance
goes for such things as spare parts for equipment that we have pro-
vided previously. If we do not provide those spare parts, we leave
them with what will amount to & lot of junk that we have some obli-
gation to maintain in operation. .

Another part of it is for noncombat equipment, for trucks and
other things that are in fact nation-building equipment and we are
n§t sure whether they really are interested in having these things cut
off.

Mr. Yarron. Do you think there is a continuing need for interna-
tional military education and training program in Latin Americat
There is & criticism of these programs, which is that the military is
being trained to su‘fprm legitimate opposition. : ,

Mr. Topuax. I don’t believe that that is a fair ju of the pur-
Eoees for which the military are being trained, and I have enough

igh respect for our military to believe that the contract that the mli-

of other countries would have with our military should work ex-
actly in the opposite direction. It should help to infuse in them what
should be the proper role of the military.

‘We obviously cannot overcome all the tendenciea that t.heg might
have, nor can we decide how an individual would respond in any
given situstion. It may be also that & look should be taken at the cur-
ricula of the various training institutions, to be syre that we are not
in fact involved in things which might contribute to the sort of criti-
cism you mentionad. ' ‘

But I think that, as a whols, contact between the U.S. military and
the foreign military has been positive and salutary.

STATEMENT OF LT. GEN. HOWARD M. FISH, U.8. AIR FORCE, DI
RECTOR, DEFENEE SECURITY ASSISTANCE AGENCY, DEPART-
MENT OF DEFENSE : , o

General Fisg. May I expand on your remarks{ .

Mr. Tobmax. Please.

. General Fisn. We do examine the curricula carefully.to ensure that
it mesta the very highest standards of Amsrican democratic principles.
We are not teaching ideology. We are teaching technical skills. But,
to the extent that there is any input at all from a philosophical stand-
point, it is very carefully examined to make sure that proper demo-
cratic gnmp}aa are supported. : ;

As chairman probsbly recalls, there is a specific prohibition in
the law against providing any kind of police trainihg or any training
to any individual who is involved in civil police activities or to any

Mr. Y. mmvolmpoﬁee&inﬁe& Fish Otmgremnn Gilman,

r. Yareon.' you, 1 [

Mr. Gn.&:m T}énnk you, Mr. C’:x:xrmm Mr. Ambaasador, we hz;el-
come you hers, and we congratulate you on your new responsibilities.
General Fish, we welcome you. 7 your:
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In the congressional presentation document, the international miki-
tary education and tmgﬁng program in the Zone is described
as providing courses that are specifically tailored to meet the training
needs of the Latin American countries. Would you please explain for
us what the training needs for Latin America aref And also would
you provide for us more details on the mission and activities of thoee
schools in Panama, since there has been a deal of contention
with to the need for the continuation of those training missions?

Mr. Tooxan. If you would permit, Mr. Gilman, I would ask Gen-
- eral Fish to respon toﬂmg?uestion. o

General Fsg. Yes, sir, Mr, Gilman. The training needs are mostly
for technical training. Now, I have a detailed listing here that I could
provide to the staff, but let me give you just a ssmpling right from
our records as they come right off our computer run of the courses we
teach down there. ) .

Mr. Gruuan. With your permission, Mr. Chairman, we might in-
clude the detailed list in the record, and, if you would, just give us
80INS 08.

mmx'm&m"bj o Helicopter repair, landing si

H. you, sir. Helico repair,

officer, basic jet landing officer for A-4. Communications and elec-
tronics steff officer, radio systems officer, rotor/propeller repairman,
aireraft electrician, aircraft instrument repairman, motor officer, main-
tenance management; supf;ly and services officer, armored officer—ad-
vanced, command genf:m staff officer, English Ilangunge tmnxzmez_; in-
fantry tactics, aircraft mechanio—jet, personnel mansgeme oo,
That is the nature, sir. They are typical of those which we would have
for any nstion that has a military establishment,

Mr. Gruman, How was that——

Mz, pe 1A Garza. Would the gentleman yield ! Either the General
or Mr. Todman, I don’t find—a very brief statement. I don’t find
that the Latin American countries object to the training. Is it not the
fact that the objection comes from some aress in Panama to the site,
that it is in the Canal Zone and it is involved in the overall question
of sovereignty, et cetera, but not to the specific training per sel

Now, here in the United States, there is objection that we are train-
ing the military to control or deny himan rights and so on. Am I
correct in assuming that there are two different thingst

- General Fsu. Well, yes, sir, First of all, the Latin American coun-
tries that participate in the training at the U.8. Army School of
Anmericas and the Inter-Americas Air Force Academy—that is what
we-call them down there in Panama—training is provided in the
Spanish language—are enthusiastic about it. They have been for
mAany years. : _

Thers are what I believe to be totally uninformed, misguided criti-
cisms of people who do not know what the curriculs actually are. We
have had numerous inspections, and, you know, anyons who really
wants to be well-informed on what is being taught would probably be
sble to set those kinds of criticisms aside. as you point out, sir, that
arise-occagionally here inthe United States. ‘

T think that they have been laid to rest by any objective observer

3 The material ia retained in the subcommittee files.
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who has been willing to go down and take the time to see what is sc-
tually being taught. i .

Then, on the point of the Canal Zone itself, I don’t think the schools
are a:rticuhrg controversial, but, of course, the zone and our rela-

ionship with Panams is, and  defer to Mr, Todman there.

Mr. Tobaax, That is quite correct, and they are concerned because
of their interest in what happens to the zone and any activities that
occur there. So that, to the extent thatthey talk about the schools, it
wo;;:lg be witéin tha; broad fmn:nzwerk. tor yinlding

. b LA Gagza. I thank the gentleman fory : )

Mr. Gruuax. Is the curriculum developed with the cooperation of
the Latin American countriest

General Fisa. Yes, sir. Of course, it has, Mr. Gilman, based on a
demand relationship, what the demand for the courses is. The demand
helps us determine what the course offering should be in any partica-
lar period and the size of the classes. And, we have what we call train-
ing conferences—meetings with either the U.S. military representa-
tives who are in those countries or with the country representatives
themselves, to determine which courses to offer.

Now, that is within an overall grouping of courses, as you know,
how many aireraft mechanic courses should we offer this time, not asto
the genre or the of courses, but as to the specific courses.

Mr. Grumax. And these training programs, I take it, are at the
initiative of the Latin American country that wants to participate?

General Fisu. It is 8 mutual agreement among us, and I would say
fundamentally it is their initiative as to what will be taught. T am
saying that wrong, It is not coming out the way I really want to say it.

e work together. We wouldn’t teach something because they re-
quested it, if we thought it was inappropriate. ,

Mr. Gruman. Are there advantages to having the school in Panama,
in the zonef

General Fisg. Yes, sir. For one thing, transportation costs are con-
siderably less, to brin{g the students up. Second, we do it all in the
Spanish language. All the courses we teach up here in the United
States are in the English language. Really those two reasons——

Mr. px 1.4 Garza. Will the gentleman yield t

Mr. Goaax, 1 yield. :

Mr. e LA Garza. General, you have fallen into the same category

" asall the other generals I have apoken to.

General Fism. I don’ know if that is good or bad.

ughter.]

gf.nnm Garza. The insistence that we must do the training in
Panama because you are teaching in Spanish in Panama.

General Fisn. 1 don’t insist on 1t. ,

Mr. or LA Garza. Why in the dickens can you not teach in Spanish in
Florida or Texas or New York or Washington, D.C. ¢

Genersl Fusn. I absolutely. You could. I was just offering the
point that we set the schools up there originally, probably from s
standpoint of centralization. There certainly are conveniences, for the
students—they are staying in the local area, which is one that is totally
Spanish speaking. So there are some advantages, It is not overriding.
T agree with you.
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Mr. o 1.4 Garza. The military has adopted the policy, it seems like,
with which I disagres and challenge, that you have got to teach it in
Panams because you are teaching it in Spanish.

General Fisn. I certainly with the Congressman that it is not
an overriding consideration. I would say at this point, the fact that
they have been set up there, they are established—they are well estab-
lished and doing & good job. You know, it would be costly to move
them. But the schools could be anywhere, sir.

. Mr. oz 1A Ganza. It is easier to keep there. That is right. But & plane
ride from Venezuela to Panama—you add $20 more and you are in

General Fisr. I can’t challenge that, sir,

Mr. pe ra Garza. It doesn’t cost all that much more.

Mr, Lacoxarsiro. Will the gentleman dyie!é ?

General Fisa. There sre some considerations. My staff points out
that Venezuela, for instance, in 1978 proposes to send 10 students there,
Panama itself is & large participant in the program, one of the largest;
108 students come directly from Panama.

re are some savings, and, of course, any shift would cost money.
That is about the only—

Mr. ve LA Garza. The savings aren’t worth the agitation it is causing
by having it there. )

Mr. Lacomarsino. Will the gentleman yield? Just to pursue this
same thing, General, isn’t thers also the advantage—and I don’t know
how would weigh this as against the disadvantages—but is there
not the advantage of having the kind of terrain for a certain kind of
training that is not available elsewhere

Geners] Fisn. Yes, sir. I am chagrined that I didn't bring that up
myself, but, when we are training in tactics, infantry tactics, to the
extent that they work field problems, it is, of course, the indigenous
terrasin, which is useful. And that certainly would apply in those
courses. I would have to agree with the gendeman, th , that——

Mr. pe LA Garza. Will the gentleman yield § What type of terrain do
you have in Pansma that you don’t have in the United States?

General Fisn. I am sure you could find some place in the United
States where you would have similar terrain. You know, I am not 