
Security Assistance, Development Aid, 
Space, and Defense-Related Programs 

Overview 
National Interest Programs 
This grouping consists of programs that for the most part have attained priority status as the 
Administration's foreign policy, international security, and national leadership objectives have been 
defined and developed. The grouping includes Defense-related Programs (primarily nuclear weapons 
programs in the Department of Energy), Foreign Assistance Programs, Administration of Foreign 
Affairs, Space Programs, Coast Guard and Strategic Stockpiles. Except for the growth in Coast 
Guard expenditures, between 1965 and 1974 real spending for this set of programs fell sharply, from 
a level of $39.6 billion in 1965 to a low of $18.1 billion in 1974 (outlays in constant 1985 dollars). 

SECURITY ASSISTANCE. DEVELOPMENT AID. SPACE AND DEFENSE 
HISTORICAL PERSPECTIVE 

$ BILLIONS ( c o n s t a n t 1985 d o l l a r s ) 
45-1 

During the late 1970's, there was a gradual increase in funding, but the dollar levels still did not 
match the needs. Consequently, increases to the current services funding level are proposed for most 
programs within this component of the non-Department of Defense (DOD) budget, following in-
creases in 1981-84. Overall, the President's 1985 budget calls for a $4.3 billion increase to $41.0 
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billion over the 1985 current services level of $36.7 billion for National Interest Programs (budget 
authority in constant 1985 dollars). 
When viewed in historical perspective, it is clear that the rising budget levels for National Interest 
Programs proposed in the 1985 budget are not unprecedented. As shown in the table below, constant 
dollar outlay levels for this function recorded in the early 1960's exceeded the levels proposed for 
1985-1989. Moreover, the real GNP forecast for the late 1980's will be about twice as large as that 
which supported the higher 1960's level. 

Trends in National Interest Programs 
(Outlays in billions of 1985 dollars) 

Average annual outlays 

1962 to 1966 1967 to 1971 1972 to 1976 1977 to 1981 Proposed 1982 
to 1986 

Proposed 1985 
to 1989 

Strategic Stockpiles1 - 0 . 7 - 0 . 4 - 1 . 1 1.4 2.6 1.8 
Defense-Related 6.5 4.2 3.4 3.9 6.8 8.4 
Development Aid 10.8 7.8 5.7 5.4 5.3 5.2 
Administration of Foreign Affairs 1.3 1.4 1.5 1.8 2.3 2.8 
Civil Space Program 12.0 11.6 6.5 5.8 6.6 6.9 
Coast Guard 1.0 1.4 1.6 1.8 2.3 2.3 
Financial Accounts1 - 0 . 1 - 0 . 1 - 0 . 2 - 0 . 3 - 0 . 3 - 0 . 3 
Foreign Military Sales1 - 0 . 5 0.3 - 0 . 2 2.4 3.9 4.1 
Other Security Assistance 6.0 3.3 3.4 3.0 3.6 3.7 
Central American Aid 0.4 0.7 

Total National Interest Programs 
Percent of 1962-66 level 

i 36.3 29.3 
81% 

20.4 
56% 

25.3 
70% 

33.5 
92% 

35.7 
98% 

1 Minus sign denotes offsetting receipts. 

Indeed, the 1985 and out-year spending levels proposed for these priority purposes appear to be high 
relative only to the severely depressed levels that occurred during the mid-1970's. The low levels of 
that period are attributable to a confluence of factors including large, unsustainable one-time sales 
from the strategic stockpile, and lower levels of real spending for NASA (following completion of the 
Apollo space program), security assistance, and foreign economic aid. By 1981, however, constant 
dollar National Interest spending had already risen by 67% to about $30 billion from the mid-1970's 
low of about $18 billion, as these temporary factors reversed and additional requirements for 
security assistance and foreign policy support emerged. 
From 1981 to 1985, constant dollar spending for National Interest Programs has risen by a further 
22% in response to a wide variety of new requirements identified by the Administration—including 
a substantial upgrade in the capabilities and effectiveness of the U.S. Information Agency, provision 
of more adequate security assistance, and augmentation of the emergency preparedness program. 
While these requirements were not fully anticipated in earlier Administration budget plans, the 
1985 request represents a significant restoration of spending levels that have been traditionally 
required to maintain an effective foreign policy, national leadership in space, and a variety of 
defense-related programs. The President's 1985 budget for National Interest Programs, as well as 
the projection for the rest of the decade, also includes a substantial realignment of priorities among 
programs within the overall function. 
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Changing the Trend in National Interest Programs 
(Outlays in billions of 1985 dollars) 

1981 actual ^ L ^ p p ^ 1 9 8 5 P r ° P ° s e d 1989 proposed 

Strategic Stockpiles 4.0 2.6 2.0 1.7 
Percent change from 1981 - 3 5 % - 4 9 % 589% 

Defense-Related 4.5 6.6 7.6 8.7 
Percent change from 1981 48% 71% 96% 

Development Aid 5.8 5.5 5.8 4.7 
Percent change from 1981 - 4 % 1% - 1 8 % 

Administration of Foreign Affairs 1.8 2.3 2.5 2.9 
Percent change from 1981 33% 45% 65% 

Civil Space Program 6.0 6.7 6.7 7.2 
Percent change from 1981 13% 12% 20% 

Coast Guard 1.9 2.4 2.4 2.2 
Percent change from 1981 22% 24% 14% 

Financial Accounts1 - 0 . 6 - 0 . 3 - 0 . 3 - 0 . 2 
Percent change from 1981 53% 51% 63% 

Foreign Military Sales 3.4 4.6 5.2 3.5 
Percent change from 1981 35% 50% 3% 

Other Security Assistance 3.4 3.7 3.9 3.6 
Percent change from 1981 11% 16% 7% 

Central American Aid 0.8 0.6 

Total National Interest Programs 30.1 34.3 36.7 35.0 
Percent change from 1981 14% 22% 16% 

1 Minus sign denotes offsetting receipts. 

The decline in spending for Strategic Stockpiles from 1981 to 1985 primarily results from the 
substantial progress which the Administration has made in implementing the Strategic Petroleum 
Reserve, which has permitted a tapering off in outlays for this program. 

The increased spending since 1981 for Defense-related programs, is largely driven by the Strategic 
Weapons Modernization Program and the need to upgrade the Department of Energy's nuclear 
weapons research, production, and testing facilities. Likewise, the emergency prepareness increases 
are integrally related to the Administration's overall national security objectives. 
The 65% real increase projected over the decade of the 1980's for Administration of Foreign Affairs, 
including the Department of State and the international communications agencies, provides an 
illustration of previously unanticipated budget requirements. These activities are personnel and 
overhead intensive; it has been discovered that significant loss of mission capability occurred during 
the 1970's and that substantial additions to personnel, facilities, security, and specialized functions 
will be needed in order to support adequately U.S. foreign policy objectives. 

After declining throughout the 1970's, spending for the Space Program has now been stabilized and 
will rise substantially above current services levels in the out-years, as the manned space station 
development activities gain momentum. 

Similarly, spending for the Coast Guard has increased because of continuous modernization needs 
during the last decade. 

For Foreign Military Sales, Other Security Assistance, and Central American Aid, the proposed 1985 
spending of $9.8 billion is a 45% increase from the 1981 level of $6.8 billion (outlays in constant 1985 
dollars). About $800 million or 26% of the increase of $3.1 billion is for Central American Aid which 
is intended to provide for a comprehensive plan of support for democratic elements, reform pro-
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grams, and human freedom in Central America. Other proposed increases are intended to help key 
friends and allies build adequate defense forces, to provide further support for the peace process in 
the Middle East, and to secure base rights and facilities. 

Proposed Funding of National Interest Programs 
(Outlays in billions of 1985 dollars) 

1985 1986 1987 1988 1989 Total 

Strategic Stockpiles 2.0 1.9 1.7 1.7 1.7 9.1 
Defense-Related 7.6 8.4 8.6 8.7 8.7 42.0 
Development Aid 5.8 5.2 5.3 5.2 4.8 26.2 
Administration of Foreign Affairs 2.5 2.6 2.9 2.9 2.9 13.9 
Civil Space Program 6.7 6.8 6.9 7.1 7.2 34.6 
Coast Guard 2.4 2.3 2.3 2.2 2.2 11.5 
Financial Accounts1 - 0 . 3 - 0 . 3 - 0 . 3 - 0 . 2 - 0 . 2 - 1 . 3 
Foreign Military Sales 5.2 4.3 3.8 3.7 3.5 20.5 
Other Security Assistance 3.9 3.7 3.7 3.7 3.6 18.5 
Central American Aid 0.8 0.6 0.7 0.7 0.6 3.4 

Total National Interest 
Programs 36.7 35.6 35.7 35.5 35.0 178.5 

1 Minus sign denotes offsetting receipts. 

Overall, the funding levels proposed in the 1985 budget closes what had previously been in many 
cases a growing gap between recognized needs and projected budget paths. The added fiscal burden 
is modest and the national interests served are of paramount importance. 

The factsheets on particular aspects of national interest programs are grouped as follows: 

Strategic Stockpiles includes factsheets on the National Defense Stockpile and the Strategic Petro-
leum Reserve. Defense related contains factsheets on Atomic Energy Defense (Department of 
Energy) and Federal Emergency Prepardness (Federal Emergency Management Agency). Develop-
ment aid includes six factsheets on the various aspects of this subfunction. The NASA space 
program and the Coast Guard each has one factsheet. Financial Accounts includes the US quota in 
the International Monetary Fund, Exchange Stabilization Fund, and repayment of loans to the 
United Kingdom. The Foreign Military Sales Financing factsheet includes the foreign military sales 
credit program and the Guarantee Reserve Fund. Other Security Assistance includes the Economic 
Support Fund and military grant assistance and training. Finally, there is one factsheet covering 
assistance to Central America. 

As in other chapters, separate factsheets on some items in this category are not included so 
factsheet totals will not add to the category total. Factsheets have not been written for peacekeeping 
operations and Israeli facilities and off-setting receipts (mostly AID). 
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Strategic Stockpiles 
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National Defense Stockpile 
Agency: General Services 

[In millions of dollars] Administration 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 23 27 29 30 31 33 149 
Outlays 144 19 28 30 31 32 139 

1985 Budget Level: 
Budget Authority 23 28 30 31 32 34 155 
Outlays 144 19 29 31 32 34 145 

Change: 
Budget Authority + 1 + 1 + 1 + 1 + 1 + 6 
Outlays + 1 + 1 + 1 + 1 + 1 + 6 

Program Description 
The General Services Administration maintains the National Defense Stockpile of strategic and 
critical materials for use in a national emergency. This responsibility includes the acquisition and 
disposal of commodities for the stockpile, as well as the operating activities associated with the 
maintenance and storage of goods. 

Current Status 
Administration efforts to restructure the stockpile have been limited by a congressional prohibition 
on the sale of excess silver. Silver represents the most valuable excess commodity in the stockpile— 
roughly 137 million ounces are available for sale. In order to restructure stockpile holdings, new 
sales are needed to generate income into the fund for additional purchases. 

1985 Budget Proposal 
For the period 1984 to 1989, projected obligations for acquisitions are $120 million each year, 
disposals of excess, commodities range from $78-120 million, and operating expenses run from $23-34 
million. 
The Administration request proposes a current services purchase level of $120 million to support 
priority acquistions for the stockpile. These purchases are predicated on an income stream depend-
ent on the reauthorization of silver sales occurring during the latter part of 1985. The proposed level 
of silver sales for 1985 is very modest—slightly above 5 million ounces. 
Without the reauthorization of silver, there would not be sufficient income to support the projected 
level of new purchases. 

Rationale 
The President has repeatedly committed the Administration to a restructuring of the National 
Defense Stockpile. The budget implements that objective in the least disruptive manner consistent 
with national defense priorities and conditions in the commodities markets. 
By law stockpile sales must not disrupt the market for any commodity. The reauthorization of silver 
sales at the level proposed in the President's budget should not materially affect its market price. 
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Strategic Petroleum Reserve 
[In millions of dollars] Agency: Department of Energy 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 809 2,843 2,414 2,397 2,445 687 10,785 
Outlays 2,366 2,457 2,430 2,346 2,417 2,036 11,687 

1985 Budget Level: 
Budget Authority 809 2,337 1,940 1,903 1,934 2,001 10,115 
Outlays 2,360 2,025 1,962 1,864 1,911 1,964 9,727 

Change: 
Budget Authority - 5 0 6 - 4 7 4 - 4 9 4 - 5 1 1 + 1,314 - 6 7 1 
Outlays - 6 - 4 3 1 - 4 6 8 - 4 8 2 - 5 0 6 - 7 2 - 1 , 9 6 0 

Program Description 
The Strategic Petroleum Reserve (SPR) is the emergency stockpile of crude oil which the Federal 
Government is accumulating in underground storage facilities along the coast of Texas and Louisi-
ana. The SPR is designed to help ensure the Nation against any severe disruptions which might 
occur in world oil supplies. 

Current Status 
The Administration has made substantial progress in implementing the program since 1981. The 
growth of the reserve continues at a steady and ambitious pace. 

• More than 385 million barrels (MB) of oil were stored in SPR as of mid-February 1984. The 
program is more than half-way toward its long-term goal of 750 MB. 

• The amount of oil stored in SPR has more than tripled in the past 3 years. SPR is currently 
being filled at a rate of 186,000 barrels per day (B/D). 

• Development of SPR has been a high priority objective of the Administration. Nearly $12 
billion has been spent on this program during a period of tight budget restraint—$3.8 billion in 
1981, $3.9 billion in 1982, $1.9 billion in 1983 and $2.4 billion in 1984. 

1985 Budget Proposal 
The budget proposes that the SPR be filled at the rate of 145,000 B/D—an ambitious fill rate, but a 
reduction from the current rate. 

• The current services estimate assumes that the SPR fill rate continues at 186,000 B/D. 
• The proposed budget assumes that the rate continues at 145,000 B/D starting in 1985. 
• The proposed change from current services would reduce Federal spending by almost $2.0 

billion in outlays through 1989. 

Rationale 
What is proposed is a marginal change in an important program, providing for its continued 
expansion and enhancement of national security, but at a somewhat reduced rate, consistent with 
sound management and the need to bring Federal spending under control. 
The level of oil now in SPR already provides a significant level of protection. 
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• 385 MB is the equivalent of approximately 90 days of U.S. 1983 net oil imports. The original 
1975 legislation establishing the SPR called for a stockpile approximately equal to 90 days of 
oil imports at that time. Given the reduction that has occurred in oil imports since that time, 
the SPR today already provides a level of protection in line with that intended in its original 
legal mandate. 

• The 385 MB of oil already stored is also the equivalent of 750 days—over two years—of U.S. oil 
imports from the Persian Gulf. 

Maintaining the higher fill rate would provide marginal additional benefits, but it would provide 
them at a high cost. For example: 

• The higher fill rate would increase the stockpile by only 15 MB or 3% by the end of 1985, but 
it would increase program outlays by over $400 million in that one year alone. 

• What is true for 1985 is also true for the other years: in no year is SPR 10% larger under the 
higher fill rate than under the lower fill rate. 

• While the higher fill rate has a negligible effect on SPR size, the nearly $2 billion increase in 
outlays that result from the higher rate is a significant budgetary drain at a time of large 
deficits. 

Considerations of sound program management support the lower SPR fill rate proposed in the 
budget. 

• The proposed fill rate would essentially fill all permanent storage capacity as it becomes 
available. Not more than 5% of storage capacity would be left unfilled at any time. This 
approach leaves a margin for error and provides program flexibility. The higher fill rate would 
press capacity limits and provide no such flexibility. 

• Attempting to maintain the higher fill rate could complicate program implementation. Such an 
approach could be reminiscent of the early stages of the program, when management consider-
ations were subordinated to excessively rapid pumping of oil into the ground—and waste and 
mismanagement resulted. 

The SPR is only one part of an overall strategy for dealing with turbulence in world oil markets. 
Many of the other factors which affect the American people's ability to cope with a crisis are 
favorable. The impact of any disruption on the American people, consequently, would be changed 
only marginally, if at all, by a higher SPR fill rate. 

• There is substantial unused capacity in worldwide oil (approximately 10 MB/D) and North 
American gas (2 to 5 TCF) that could become available should a supply interruption take place. 

• The Federal program responsible for the gasoline lines and energy shortages in past disrup-
tions—Federal oil allocation and Government administered price ceilings—has been disman-
tled. With that program in place, gas lines were inevitable—regardless of the size of SPR. With 
that program dismantled, market forces will work to eliminate shortages. A slightly larger 
SPR would have no effect on this key issue. 

• There are an estimated 4.7 billion barrels of oil stocks held by governments and private 
industry worldwide that would be in place for use during a supply disruption. 
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Defense-Related Activities 
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Atomic Energy Defense 
[In millions of dollars] Agency: Department of Energy 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 6,555 6,981 6,903 6,722 6,716 6,866 34,189 
Outlays 5,900 6,475 6,809 6,575 6,541 6,644 33,044 

1985 Budget Level: 
Budget Authority 6,712 7,807 8,731 9,187 9,377 9,580 44,682 
Outlays 6,002 7,134 8,187 8,760 9,165 9,470 42,716 

Change: 
Budget Authority , .,. + 158 + 8 2 6 + 1,828 + 2,465 + 2,660 + 2,714 + 10,494 
Outlays - 1 0 2 + 660 + 1,378 + 2,185 + 2,624 + 2 , 8 2 6 + 9 , 6 7 1 

Program Description 
The Atomic Energy Defense program of the Department of Energy (DOE) is responsible for the 
design, testing and production of all nuclear weapons (missile warheads, bombs and artillery shells) 
used in the strategic and tactical nuclear forces of the United States. This program also provides for 
the production of nuclear materials for incorporation in the weapons, and for the safe management 
of the nuclear wastes resulting from the production of nuclear materials. 

Current Status 
Funding for this program has been increasing in recent years primarily to support the moderniza-
tion of nuclear weapons, in parallel with the ongoing modernization of strategic and tactical nuclear 
forces within the Department of Defense (DOD). During most of the 1970's, the total number of 
nuclear weapons in the nuclear stockpile steadily declined, as the rate of retirements of old weapons 
exceeded the rate of production of new weapons. During this same period, the average age of the 
nuclear weapons increased significantly. This period was also accompanied by a steady aging and 
deterioration of the facilities used in weapons and materials production. The current multiyear 
program is replacing older nuclear weapons with new weapons having improved command and 
control and safety features. The DOE weapons complex is also being refurbished to enable it to meet 
the higher weapons production workload needed to support DOD weapons systems such as the Bl-B 
bomber, the Trident submarines, and the Peacekeeper missile. 

1985 Budget Proposal 
The 1985 budget would continue funding to support the modernization of nuclear weapons. It would 
provide the minimum funding needed by DOE to support the schedules for delivery of nuclear 
weapons to the DoD as authorized by the President. It also would provide increased support for 
research and development on several weapons concepts that may be used in future ballistic missile 
defense systems. In addition, the 1985 budget proposes necessary increases for the support of 
environmental, safety and safeguards programs at the various DOE weapons R&D and production 
facilities. 

• The environmental and safety programs would significantly upgrade existing pollution control 
and radiation protection systems at DOE facilities. Also included would be the accelerated 
cleanup of chemical wastes that resulted from program activities in previous decades. 

• The safeguard systems at DOE facilities would be substantially reinforced to offer a greater 
assurance that any clandestine or overt actions against these facilities would be rapidly 
detected and overcome. 
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The budget would continue activities to dispose of waste from DOE defense programs, the construc-
tion of an R&D facility in New Mexico to demonstrate the disposal of such wastes, and also the 
construction of a facility in South Carolina to solidify nuclear wastes currently being stored tempo-
rarily in tanks in liquid form. 

Rationale 
The principal reason for the growth in the DOE Atomic Energy Defense program is the need to 
modernize nuclear weapons. More modern weapons will incorporate improvements in command and 
control and safety features. The improvements in command and control features would help in-
crease the assurance that surviving weapons could be effectively used following a Soviet first strike, 
thus increasing the credibility of our nuclear forces as a deterrent. The safety improvements would 
provide additional assurance that nuclear weapons cannot be accidently detonated. 

Modernization of nuclear weapons would be required even if the Soviet threat had remained 
unchanged. However, the threat has grown significantly, and consequently new, modernized DoD 
weapons systems are required. This determines the specific production schedules of new nuclear 
weapons compatible with these systems. 
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Emergency Preparedness 
Agency: Federal Emergency 

[In millions of dollars] Management Agency 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 429 464 491 519 546 573 2,594 
Outlays 402 428 453 474 499 525 2,379 

1985 Budget Level: 
Budget Authority 429 542 600 681 776 804 3,403 
Outlays 402 489 549 630 717 815 3,200 

Change: 
Budget Authority + 78 + 108 + 162 + 230 + 230 + 8 0 9 
Outlays + 60 + 96 + 156 + 218 + 291 + 820 

Program Description 
The Federal Emergency Management Agency (FEMA) is the major agency responsible for civil 
defense and emergency preparedness planning. Civil defense is the largest component of these 
activities. 

Current Status 
The Administration sees a continuing need to increase emergency preparedness programs, including 
civil defense, that were neglected in the past. 

1985 Budget Proposal 
The Administration proposes a 50% increase—$82 million—in the civil defense program to better 
prepare communities to respond to all types of natural and other emergencies. Further increases are 
proposed in subsequent years. This increase is partly offset by minor changes in other preparedness 
programs. 

Rationale 
This program has received minimal funding for many years. The result has been deterioration in 
the capability of communities to respond to emergencies. This multi-year proposal will provide the 
needed equipment, facilities and plans to assist Federal, State, and local officials to respond quickly 
to emergencies of all kinds. 
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Multilateral Development Banks 
[In millions of dollars] Agency: Department of the Treasury 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services.-
Budget Authority 1,324 1,389 1,453 1,516 1,576 1,635 7,569 
Outlays 1,505 1,564 1,390 1,643 1,762 1,448 7,808 

1985 Budget Level: 
Budget Authority 1,644 1,236 1,287 1,287 1,287 1,287 6,383 
Outlays 1,513 1,452 1,273 1,502 1,590 1,229 7,046 

Change: 
Budget Authority .. + 3 2 0 - 1 5 4 - 1 6 6 - 2 2 9 - 2 8 9 - 3 4 8 - 1 , 1 8 6 
Outlays + 8 - 1 1 2 - 1 1 7 - 1 4 2 - 1 7 2 - 2 1 9 - 7 6 2 

Program Description 
The multilateral development banks provide investment capital and technical assistance to develop-
ing nations. They have become the largest source of development lending to the Third World, 
lending $20 billion in 1983. Each institution makes loans on both hard (market-related) and soft 
(very low interest) terms. Loans are repaid over periods ranging from 15 to 50 years. The hard loans 
are supported mainly by bank borrowings on world capital markets backed by donor guarantees. 
Soft loans are more costly in budgetary terms since they are supported almost entirely by contribu-
tions from industrial country bank members. Contributions for soft lending account for the bulk of 
U.S. contributions to the banks. 

Because of the relatively low repayment stream from the banks' long-term loans and because of the 
continuing need for development finance, the banks' resources are periodically replenished to meet 
demand for new lending. The total amount of new contributions and industrialized country shares 
are determined in international negotiations, with contributions paid in installments over several 
years. The amounts requested for the multilateral banks in the budget represent annual contribu-
tions to the four institutions of which the United States is a member: the World Bank and its 
affiliates, and the regional banks for Latin America, Asia and Africa. 

Current Status 
Over the last three years, the United States has made significant progress toward fulfilling funding 
commitments made by previous Administrations to the banks. This includes not only completing 
payments to the most recent round of replenishments, but clearing up all but $14 million of $250 
million in payments to earlier replenishments dating from the mid-1970's. With passage of pending 
1984 proposals, the United States would be essentially current on its pledges to all institutions. 

• The World Bank group.—A capital increase for the World Bank, negotiated by the Carter 
Administration, was ratified in 1982 and installment payments are now being made. The U.S. 
pledge to the sixth replenishment of the International Development Association, completion of 
which was delayed one year by the Congress, would be completed with passage of a pending 
1984 supplemental. 

• Regional Banks.—The U.S. pledges to past replenishments of the Inter-American Development 
Bank, Asian Development Bank, and African Development Fund would be nearly completed in 
1984. New replenishments of these institutions have been negotiated along with U.S. member-
ship in the African Development Bank. Equal annual payments are now being made to all 
these institutions. 
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1985 Budget Proposal 
In addition to payments to ongoing replenishments of the World Bank and the three regional banks, 
the 1985 request would fund two new initiatives. 

• The United States would participate in a seventh replenishment of the International Develop-
ment Association (IDA) with a $2.25 billion (25%) U.S. share. This is a significant reduction 
from the $3.24 billion commitment to the last IDA replenishment, but should be sufficient to 
meet the needs of the poorest borrowers. The first of three $750 million annual payments is 
requested in 1985. 

• The United States would join a new institution intended to support the private sector in Latin 
America, the Inter-American Investment Corporation. The United States would assume a 26% 
share of contributions to be made between 1985 and 1988. The first $20 million payment is 
requested in 1985. 

Rationale 
The 1985 proposals would fully implement the findings of the Administration's assessment of the 
multilateral banks conducted in 1982. That study found that the banks serve U.S. objectives by 
encourging the participation of developing countries in a market-oriented world economic system, 
and promoting longterm growth and stability. Among the goals set for future U.S. participation in 
the banks were: 

• encouragement of a stronger market-orientation in bank lending, and a greater emphasis on 
policy reform; and 

• a gradual shift away from soft lending toward hard (market-rate) lending by banks in future 
bank replenishments, thereby providing major budgetary savings. 

The 1985 budget proposals, especially the request for the seventh replenishment of IDA, would 
realize these goals. 

• Concessional pledges would be 40% or $400 million per year, below the last round of replenish-
ments. 

• Bank lending programs would continue to grow, reaching $26.5 billion by 1986, but with 
lending on more market-related terms overall. 
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Bilateral Development Assistance 
Agency: Agency for International 

[In millions of dollars] Development 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services:1 

Budget Authority 1,980 2,060 2,157 2,254 2,347 2,440 11,258 
Outlays 1,820 1,923 2,022 2,110 2,202 2,306 10,563 

1985 Budget Level:1 

Budget Authority 1,988 2,147 2,208 2,244 2,299 2,351 11,250 
Outlays 1,823 1,959 2,085 2,163 2,219 2,277 10,703 

Change: 
Budget Authority + 8 + 87 + 52 - 1 0 - 4 7 - 8 9 - 8 
Outlays + 3 + 3 6 + 63 + 53 + 17 - 2 9 + 140 

1 These are gross totals that have not been offset by AID and other receipts. 

Program Description 
This bilateral development assistance category includes two groups of programs: 

• Development loans and grants administered by the Agency for International Development 
(AID). Assistance is provided in the areas of agriculture and rural development, population 
planning, health, education and human resources development, energy, and science and tech-
nology in more than 60 countries in Latin America, Africa, and Asia. 

• Development assistance provided through: 
• the Inter-American Foundation, which assists indigenous private organizations to enhance 

local participation in economic development in Latin America and the Caribbean; 
• the African Development Foundation, which promotes nongovernmental small-scale indig-

enous development projects in Africa as a complement to other U.S. development assistance 
efforts; 

• the Trade and Development Program, which finances feasibility studies and other project 
planning services for major development projects and thus enhances the use of U.S. 
technology, goods and services in economic development activities; and 

• the narcotics control program of the Department of State, which provides assistance to 
foreign governments and international organizations to help them control the production, 
processing, and illegal trafficking in narcotics and psychotropic drugs. 

Current Status 
The bilateral assistance program has not grown in real terms over the past several years. During 
this period the program has been reoriented to emphasize: 

• support of sound economic policies in recipient countries; 
• utilization of American and recipient country private sectors as vehicles for economic growth; 
• enhancement of the capacity of indigenous institutions in developing countries; and 
• increased use of science and technology in development. 

507 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



1985 Budget Proposal 
The 1985 budget request for bilateral development assistance represents an 8% increase over 1984 
levels, or 3% in real terms. Of the proposed increase, $75 million would provide initial funding for 
the new economic policy initiative for Africa, a five-year, $500 million effort designed to provide 
special support to those sub-Saharan African countries committed to resolving their deep-seated 
economic and financial problems through appropriate policy reforms. 

Rationale 
The reoriented bilateral development assistance program will be an important component of the 
overall assistance effort in many countries. The growth proposed is consistent with the recommenda-
tions of the Commission on Security and Economic Assistance (the Carlucci Commission), which had 
broadly based congressional and private sector membership. As the Commission recommended, the 
program puts special emphasis on assistance to Central America and the Caribbean and on Africa. 
Not only the Africa initiative but other elements of the program as well are designed to elicit 
indigenous policy reforms in order to achieve self-sustaining growth and reduce dependence on 
external aid. 
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Contributions to International Organizations 
[In millions of dollars] Agency: DOS/AID 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 901 926 957 956 994 1,031 4,864 
Outlays 920 915 960 1,002 1,027 1,061 4,966 

1985 Budget Level: 
Budget Authority 889 820 787 794 814 835 4,050 
Outlays 904 835 792 843 850 867 4,187 

Change: 
Budget Authority - 1 2 - 1 0 7 - 1 7 0 - 1 6 2 - 1 8 0 - 1 9 6 - 8 1 4 
Outlays - 1 6 - 8 0 - 1 6 8 - 1 5 9 - 1 7 8 - 1 9 4 - 7 7 9 

Program Description 
Contributions to the United Nations and other international organizations include (1) assessments 
for United Nations peacekeeping operations, (2) the organizations' operating expenses based on 
binding membership agreements, and (3) voluntary contributions for developmental, humanitarian 
and scientific programs of the United Nations and other international organizations. 

Current Status 
The Administration recognizes the important functions that most international organizations per-
form. Nevertheless, many of the organizations' budgets grew very rapidly throughout the 1970's and 
the early 1980's. Efforts to reduce increases in assessed contributions by pressing for lower budget 
growth have been successful. Enacted appropriations for voluntary contributions continue to exceed 
amounts proposed. 

1985 Budget Proposal 
Assessed contributions for operating expenses would include savings due to exchange rate gains and 
reduced growth of organizations' budgets. 
Assessed contributions for UN peacekeeping activities would be at the level of current spending, the 
amount requested by the organizations. 
Contributions to the UN Educational Scientific and Cultural Organization (UNESCO) are terminat-
ed in 1986 and beyond. 

Voluntary contributions would be maintained at the same levels proposed in recent years. 

Rationale 
There has been substantial agreement among international organization member governments that 
after the rapid growth of the 1970's and early 1980's, a period of consolidation and rationalization 
was advisable. Holding real program growth near zero for a period while sorting out priorities 
among activities not only benefits contributors but should also strengthen the organizations' pri-
mary operations. 

UN peacekeeping forces make a significant contribution to stability in countries and regions, such 
as the Middle East, of high importance to the United States. 
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Reductions of over $50 million a year beginning in 1986 result from the United States' planned 
withdrawal from UNESCO. Announced in December, 1983, the withdrawal was based on the adverse 
trends in the management, policy, and budget of UNESCO which have consistently detracted from 
the organization's effectiveness in pursuing the principles of its constitution, which the United 
States strongly supports. 
At a time when U.S. foreign aid must be increased to meet serious security and economic threats to 
third world countries in Central America and elsewhere, untargeted voluntary contributions to 
international organizations must receive a lower funding priority. Moreover, the assistance provided 
by these organizations tends to be less well suited toward inducing needed economic policy reforms 
than other bilateral and multilateral aid. 
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P.L. 480 Food Aid 
[In millions of dollars] Agency: Department of Agriculture 

Level 1984 1985 1986 1987 1988 1989 Total 
1985-89 

Current Services: 
Budget Authority 1,052 1,281 1,297 1,322 1,348 1,363 6,611 
Outlays 1,052 1,281 1,297 1,322 1,348 1,363 6,611 

1985 Budget Level: 
Budget Authority 1,052 1,319 1,300 1,288 1,278 1,258 6,443 
Outlays 1,052 1,319 1,300 1,288 1,278 1,258 6,443 

Change-. 
Budget Authority + 38 + 3 - 3 4 - 7 0 - 1 0 5 - 1 6 8 
Outlays + 3 8 + 3 - 3 4 - 7 0 - 1 0 5 - 1 6 8 

Program Description 
The P.L. 480 program provides surplus agricultural commodities to food deficit countries and meets 
humanitarian needs abroad. Under Title I of P.L. 480, low interest rate loans finance commercial 
commodity sales to ease recipient country financial strains. Loan repayments are available to 
finance a portion of this program, reducing the need for new budget authority. Under Title II, food 
is made available on a grant basis, normally directly to target population groups too poor to 
purchase food and/or affected by natural disasters or other emergencies. 

Current Status 
The 1984 enacted level of $1,052 million represents an increase of 2% in value terms over the 1983 
actual levels and will provide approximately the same volume. The Administration has proposed a 
$90 million supplemental appropriation to provide additional Title II commodities for emergency aid 
to the drought-stricken nations of Africa. 

1985 Budget Proposal 
The proposal would increase P.L. 480 budget authority by 25%, or $267 million, above the 1984 
enacted level. For 1985 this increase would provide $113 million for additional commodities and 
ocean freight differential payments and $154 million to offset a projected shortfall in Title I loan 
repayments. 

Rationale 
P.L. 480 food aid exports support U.S. foreign policy, economic development and humanitarian goals 
abroad. The provision of food assistance promotes political stability in developing countries by 
reducing the threat of food shortages and helping to meet continuing emergency needs. The food aid 
program also helps relieve debt pressures in the third world by reducing the need for scarce foreign 
exchange. On the other hand, the rapid growth in the food aid program sought by some could create 
disincentives to food production in recipient countries. Conditions attached to Title I programs 
encourage recipients to adopt appropriate policies for agricultural development. 
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Peace Corps 
[In millions of dollars] Agency: Peace Corps 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 115 123 131 139 147 155 694 
Outlays 114 122 130 138 146 154 689 

1985 Budget Level: 
Budget Authority 115 116 123 129 135 141 644 
Outlays 114 116 123 129 134 140 642 

Change: 
Budget Authority - 6 - 7 - 1 0 - 1 2 - 1 4 - 5 0 
Outlays - 6 - 7 - 9 - 1 2 - 1 4 - 4 7 

Program Description 
The Peace Corps recruits, trains, and maintains U.S. volunteers overseas to fill the trained manpow-
er needs of developing nations and to promote mutual understanding. 

Current Status 
In the last three years, the Peace Corps has provided an average of 4,700 workyears of service 
annually in nearly 60 developing countries, in energy, health, education, agriculture, employment 
generation and a range of other fields. 

1985 Budget Proposal 
The 1985 budget request would fund the Peace Corps at the 1984 level. Because of inflation abroad, 
this funding level would lead to a modest 2% drop in volunteer-year levels. 

Rationale 
In the last year, the Peace Corps has been recognized in various studies of U.S. foreign aid and 
foreign policy as a valuable element of the U.S. presence abroad. Its contribution would be main-
tained under this proposal, consistent with budget stringencies. 
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International Refugee Assistance 
[In millions of dollars] Agency: Department of State 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 323 339 355 370 385 400 1,849 
Outlays 348 354 352 367 382 397 1,852 

1985 Budget Level: 
Budget Authority 338 341 333 323 329 336 1,662 
Outlays 356 363 338 330 331 336 1,697 

Change: 
Budget Authority + 15 + 2 - 2 2 - 4 8 - 5 6 - 6 4 - 1 8 8 
Outlays + 7 + 9 - 1 4 - 3 7 - 5 2 - 6 1 - 1 5 5 

Program Description 
Refugee assistance provides for the selection, transportation and initial resettlement of refugees 
admitted to the United States. 
Funds are also provided to international organizations and American voluntary agencies to care for 
large numbers of refugees in several regions around the world. The U.S. share of these efforts is 
usually about 30%. 
Displaced persons within nations (Lebanon and El Salvador) are helped through a separate program 
of the Agency for International Development. 

Current Status 
During the past few years, there have been no large outflows of refugees comparable to the previous 
Cuban (Mariel) exodus or the Afghanistan and Indochinese outpourings. Regrettably, refugee depar-
tures from the Soviet Union have slowed to a trickle. As a result of these developments, admissions 
to the United States have steadily declined from a high of 217,000 in 1980 to 61,000 last year. Large 
numbers of refugees in camps in Southeast Asia, Pakistan, the Middle East, Africa and Central 
America still require substantial care and maintenance support. 

1985 Budget Proposal 
A 1985 budget request of $341 million, about the same as 1984, would admit 72,000 refugees in 1985, 
the same as authorized for 1984. Would continue recent levels of world-wide care and maintenance 
aid. 

Rationale 
The refugee program is a reflection of longstanding U.S. concern about refugees unable to return to 
their countries. The proposed refugee admissions level, mainly Southeast Asians, would further 
reduce politically destabilizing camp populations in Thailand and elsewhere. Reduced admissions are 
estimated in out-years as outflows from Indochina decline and camp populations are reduced. No 
major crises are anticipated abroad in 1985 or out-years; an emergency fund is available to meet 
unforeseen needs. 
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Compact of Free Association (Micronesia) 
[In millions of dollars] Agency: Department of State 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 
Outlays 

1985 Budget Level: 
Budget Authority 295 143 145 146 148 877 
Outlays 295 143 145 146 148 877 

Change: 
Budget Authority + 295 + 143 + 145 + 146 + 148 + 8 7 7 
Outlays + 295 + 143 + 145 + 146 + 148 + 877 

Program Description 
This Compact, negotiated with and approved by the Federated States of Micronesia and the Mar-
shall Islands, will change the status of the two entities from a United Nations trusteeship, managed 
by the United States, to States freely associated with this country. 
While the States will govern their internal affairs and conduct their foreign relations with other 
nations, the U.S. Government will retain full authority in security and defense matters and the 
right to establish and maintain military bases there. 
The Compact binds the United States to make annual payments to the two States over the next 15 
years totalling $2.2 billion to aid in their development. 

Current Status 
It is anticipated that the Congress will shortly begin consideration of compact legislation. 

1985 Budget Proposal 
The Administration will seek a $295 million appropriation upon enactment of the Compact by the 
Congress. At that time, a $96 million Interior Department request for its ongoing programs for 
managing the Trust Territory of the Pacific Islands will be reduced. 

Rationale 
The Compact recognizes the legitimate rights of the two States for self-determination and sovereign-
ty, consistent with U.S. democratic principles. United States security interests in the area are fully 
protected. The legitimate economic development needs of the Micronesian peoples will be fully met. 
Funds will be used by the two States both for their governmental operations and for their economic 
development. 
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Foreign Affairs-Related Agency Expenses 
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Foreign Affairs Administrative Expenses 
[In millions of dollars] Agency: Department of State 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 1,408 1,486 1,568 1,662 1,756 1,849 8,322 
Outlays 1,457 1,416 1,494 1,585 1,677 1,767 7,938 

1985 Budget Level: 
Budget Authority 1,443 1,691 1,855 1,932 2,036 2,110 9,624 
Outlays 1,471 1,635 1,650 1,914 2,017 2,130 9,347 

Change: 
Budget Authority + 35 + 204 + 288 + 271 + 279 + 261 + 1,303 
Outlays ... + 1 4 + 219 + 156 + 330 + 340 + 3 6 4 + 1,408 

Program Description 
This category finances the operating costs of the Department of State in carrying out United States 
foreign policy. 

Current Status 
The Administration is committed to strengthening our ability to promote American interests 
abroad. In 1982, a major effort was begun to enhance our capacity to understand foreign develop-
ments and to respond accordingly. A principal feature of that continuing effort is better staffed and 
supported embassies. A steady upgrading of the protective security and communications capability 
of American embassies and consulates has been necessary for the effectiveness and safety of our 
diplomatic and consular personnel. A growing passport and consular workload has also added to the 
requirement for additional staff and support. 

1985 Budget Proposal 
This proposal would: 

• Strengthen the reporting and analysis produced by the embassies and the Department. 
• Permit the opening of several new diplomatic and consular posts. 
• Increase the number of security personnel and improve protective measures. 
• Provide additional personnel to meet growing passport and consular workloads. 
• Permit the development and construction of needed office space and staff housing abroad. 

Rationale 
The pace at which world events unfold and the need to protect and promote American interests 
demand a strengthened American diplomatic presence abroad. We must improve our information 
flow and be better staffed to deal with foreign leaders in seeking solutions to world problems. 
Making such improvements requires additional people abroad and the support they need to do their 
jobs. It is especially important that we adequately support these people because of the growing 
violence against American personnel and facilities abroad. This budget would continue what has 
been a major Administration effort over the past three years. 
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Foreign Information and Exchange 
[In millions of dollars] Agency: U.S. Information Agency 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 787 848 923 1,114 1,124 1,113 5,122 
Outlays 770 879 906 1,119 1,134 1,130 5,168 

1985 Budget Level: 
Budget Authority 787 955 1,090 1,262 1,254 1,269 5,830 
Outlays 770 913 1,108 1,283 1,267 1,280 5,851 

Change: 
Budget Authority + 107 + 167 + 148 + 130 + 156 + 708 
Outlays + 3 5 + 202 + 164 + 133 + 150 + 683 

Program Description 
The U.S. Information Agency (USIA) increases the understanding by foreign peoples of the Ameri-
can people, official U.S. policies, and the advantages of democratic governments and open societies. 
It operates through academic, leader and youth exchanges, Voice of America broadcasts in 42 
languages, Radio Marti broadcasts to Cuba, media materials, seminars, and libraries and cultural 
centers in 127 countries. In addition, the Board for International Broadcasting provides grants to 
Radio Free Europe/Radio Liberty which broadcasts in 21 languages to Eastern Europe and the 
Soviet Union. 

Current Status 
For a number of years prior to 1980 USIA programs declined in real terms. Recognizing the need to 
improve foreign understanding of American society and policies, the Administration began three 
years ago a major effort to expand and improve foreign information and exchange activities. This 
effort had as its centerpiece the expansion and modernization of the Voice of America. It also 
incorporated improvements in existing USIA programs such as the popular exchange of persons 
programs, and the initiation of new programs, such as the Worldnet television link, Radio Marti, 
and the National Endowment for Democracy. 

1985 Budget Proposal 
The budget proposes a $107 million increase (13%) in USIA programs. Primary elements include: 

• initial work on new radio transmitter facilities, replacement equipment on existing facilities 
and expanded programming for the Voice of America, which is the United States' principal 
vehicle for communicating directly with the people of the world; 

• full operation of Radio Marti, which broadcasts to the people of Cuba; 
• increases for the President's international youth exchange program, academic and other ex-

change programs; 

• additional grants to the National Endowment for Democracy; and 
• new efforts to use television to increase the accessibility of American leaders to foreign 

television journalists and audiences. 
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Rationale 
An up-to-date understanding of the United States and its policies by foreign peoples and govern-
ments is important to world peace and American security. Expanded and improved efforts are 
urgently needed to increase the ability of the United States to state and explain its objectives to 
foreign peoples. The United States must draw on its expertise in communications to counter the 
large and growing Soviet propaganda and disinformation campaign. The success and attractiveness 
of our free political and economic systems provide an ideal context from which increased informa-
tional efforts can be effectively mounted. 
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Space Program 
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National Aeronautics and Space Administration 
Space Programs 

Agency: National Aeronautics and 
[In millions of dollars] Space Administration 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 6,590 6,556 6,180 5,598 5,347 5,321 29,002 
Outlays 6,427 6,415 6,132 5,594 5,341 5,333 28,815 

1985 Budget Level: 
Budget Authority 6,590 6,813 7,237 7,686 8,125 8,562 38 f423 
Outlays 6,427 6,684 7,122 7,508 8,005 8,416 37,735 

Change: 
Budget Authority + 257 + 1,057 + 2,088 + 2,778 + 3 , 2 4 0 + 9 , 4 2 0 
Outlays + 269 + 9 9 1 + 1,914 + 2,664 + 3,083 + 8,921 

Program Description 
National Aeronautics and Space Administration (NASA) space programs currently include the 
Shuttle-based system to bring about routine access to space; space-based scientific studies to increase 
our knowledge of the Earth and its space environment, the solar system, the galaxy, and the 
universe; research and development to encourage the application of space technologies to needs on 
Earth; and initial studies of a manned space station to introduce a new era in man's use of space. 
These programs cover all of the activities of NASA except aeronautical research and development 
(R&D) and other aeronautics-related support. 

Current Status 
Increased funding is essential to the goal of this Administration to maintain U.S. leadership in space 
for the benefit of the U.S. and all mankind. The achievement of this goal requires the continuation 
of a balanced program in space science, applications and technology, including the initiation of new 
missions launched from the Earth or the Space Shuttle and, in the longer term, a permanent U.S. 
presence in space through the Space Station. 

1985 Budget Proposal 
The 1985 budget for NASA space programs would provide an overall increase of more than $200 
million in budget authority over the 1984 budget, including $150 million to initiate planning for the 
manned Space Station. Highlights include: 

• Space Station.—The budget would provide the funding essential to define the scope of this 
auspicious project. The Space Station would provide permanent space facilities having out-
standing versatility; they would function simultaneously as a laboratory, observatory, and 
center for commercial manufacturing and for spacecraft assembly, storage, service, and repair. 
The budget envisions that this challenging and forward-looking project will be in place within 
a decade at a cost of some $8 billion. International and private sector participation is a key 
objective of this undertaking. 

• Space Transportation.—The budget would provide for assuring the routine operation of our 
highly successful Space Shuttle transportation system. It would provide for completing produc-
tion of the four Space Shuttle orbiter vehicles; for continued development of the Centaur 
rocket to expand greatly the capability to launch high-performance payloads from the Shuttle 
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to higher Earth orbits or beyond; for improvements in the performance and reliability of the 
Shuttle system; and for support of the aggressive Shuttle flight program. 

• Space Science and Applications.—Proposed 1985 funding would continue a balanced and vig-
orous program. In addition to a high level of ongoing efforts, several major new projects are 
proposed, including the Mars Geoscience/Climatology Orbiter to continue the Nation's highly 
successful program of planetary exploration; the Upper Atmospheric Research Satellite to 
study the composition and dynamics of the Earth's upper atmosphere; and the Scatterometer 
instrument to study wind patterns on the oceans' surfaces. Important ongoing activities include 
ground-based research and spacecraft developments. Scheduled for launch in the 1985-1988 
period are the Space Telescope, the Gamma Ray Observatory, the Galileo Mission to explore 
Jupiter, the Venus Radar Mapper, and additional experiments using the Space Shuttle-based 
Spacelab. Flight demonstration of the Advanced Communications Technology Satellite program 
would be dropped in favor of a more appropriate program of ground-based research on satellite 
communications technology. 

• Other Agency-Wide Supporting Activities.—Funding is proposed that would maintain the na-
tional technical capability inherent in the agency's current civil service workforce; expand 
efforts to address generic space technology needs; maintain and improve satellite tracking and 
data acquisition systems; provide new facilities construction for major R&D programs; and 
improve the rehabilitation and maintenance of technical equipment and the agency's physical 
plant. 

The following table summarizes the proposed 1985 budget for NASA: 

National Aeronautics and Space Administration Space Activities 
(Dollars in millions) 

Budget authority 

1983 1984 1985 

Space Transportation 
Space Station 
Space Science and Applications 
Agency-Wide Support Activities 

3,567 

1,069 
1,692 

3,533 

1,143 
1,914 

3,166 
150 

1,381 
2,115 

Total NASA Space Activities 6,328 6,590 6,812 

Rationale 
Space Station.—This project presents a new technological challenge and an important step in 
assuring continued U.S. leadership in space in the 1990's and beyond. The Space Station would allow 
working in space on a full time basis to utilize fully the capabilities of the Space Shuttle and to 
maximize the unique advantages provided by the environment of space. It would offer a degree of 
flexibility and versatility that cannot be achieved with the Shuttle alone or with unmanned space 
facilities. The Space Station will also allow the U.S. to continue its leadership in international 
cooperation in space and to utilize more fully the unique strength of the Nation's industry in 
exploring commercial opportunities in space. The new technologies developed by this project promise 
even further benefits as they "spinoff' into the U.S. economy. 

Space Transportation.—The budget would continue the rapid progress being made towards achieving 
a fully operational and cost-effective vehicle, the Space Shuttle, to provide routine access to space, 
including capabilities for retrieval, service, and repair of spacecraft in orbit. The overall decrease in 
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funding proposed for space transportation reflects primarily the planned completion of Shuttle 
orbiter procurement. Options for resuming orbiter production are maintained. 

Space Science and Applications.—The proposed program would ensure continued U.S. preeminence in 
planetary exploration and space-based astronomy and would take advantage of major opportunities to 
better understand the Earth, its dynamics, its resources, and its environment. The proposed Upper 
Atmospheric Research Satellite and the Scatterometer instrument would allow important global 
environmental measurements that can only be achieved through advanced space technology. 
The Advanced Communications Technology Satellite flight demonstration would be dropped to avoid 
government competition with recently announced plans by the private sector. The private sector has 
stated a commitment to proceed independently with an alternative new communications satellite 
project using advanced technology. As with the goals of the previously planned Federal efforts, the 
anticipated private efforts would also help open new markets and allow more efficient use of 
available radio frequencies and critical orbital locations for communications satellites. 

Agency-Wide Support Activities.—The increased funding proposed for these activities would accommo-
date the proposed expansion of space operations and planned R&D programs, and would address 
agency-wide needs and problems associated with the promising new era of permanent space facilities 
that the Administration's program would make possible in the 1990's. 
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Coast Guard 
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Coast Guard 
[In millions of dollars] Agency: Department of Transportation 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 2,478 2,296 2,422 2,545 2,667 2,787 12,716 
Outlays 2,254 2,420 2,527 2,661 2,649 2,701 12,959 

1985 Budget Level: 
Budget Authority 2,485 2,284 2,393 2,484 2,579 2,679 12,419 
Outlays 2,260 2,421 2,449 2,496 2,534 2,604 12,505 

Change: 
Budget Authority + 6 - 1 2 - 2 9 - 6 1 - 8 8 - 1 0 8 - 2 9 8 
Outlays + 6 + 1 - 7 8 - 1 6 5 - 1 1 5 - 9 7 - 4 5 4 

Program Description 
The Coast Guard is responsible for a broad range of activities including search and rescue, maritime 
law enforcement, aids to navigation, commercial vessel safety, military preparedness, icebreaking 
and others. It employs about 45,000 personnel and a large fleet of vessels and aircraft to accomplish 
this work. 

Current Status 
The Coast Guard's workload is constantly changing and is difficult to forecast. The Government's 
posture for many years has been to maintain a stable Coast Guard while providing it with modern 
capabilities which can be redeployed from time to time as requirements dictate. For example, law 
enforcement has overtaken search and rescue as the largest activity in the Coast Guard. 
New modern ships and aircraft have contributed to reductions in maritime smuggling since the 
February 1982 intensification of interdiction patrols. Seizures in fiscal 1983 were 37% below 
1982 due to the deterrent value of Coast Guard patrols, declining use of marijuana, and shifts in 
cultivation and smuggling practices. 

1985 Budget Proposals 
The 1985 budget proposes a stable program with a modest increase above inflation to $1.8 billion in 
budget authority for operating expenses, $0.4 billion for capital investment, $59 million for reserve 
training and $115 million for other activities. The fleet would continue to be modernized with new 
patrol boats, cutters and aircraft. A less than one percent reduction in non-operational Government 
personnel is proposed based on the expectation that contractors could provide certain support 
functions less expensively than Government personnel. 

Rationale 
Heavy capital investment in the Coast Guard between 1976 and 1984 is finally resulting in the 
delivery of many new vesels and air- craft. Some moderation in the pace of capital investment can 
be undertaken prudently as the capital spending emphasis shifts from the purchase of expensive 
new vessels and aircraft toward the less costly mid-life renovation of vessels acquired in the 1960's. 

Although interdiction of marijuana smuggling will continue to have very high priority, the point has 
been reached where only moderate further intensification of the high levels of drug patrols should 
be planned for 1985: 
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• Surveys show marijuana use declining steadily among those under 25 (monthly and daily use 
were down 27% and 49%, respectively, in high schools between 1979 and 1983). 

• While maritime interdiction properly punishes criminals and disrupts the smuggling that 
peaked in 1980, there appears to be a trend of increased domestic cultivation supplanting 
imported marijuana supplies. 

• Information published by the National Institute on Drug Abuse confirms that greater aware-
ness about the harmful effects of marijuana (this perception increased 80% between 1979 
and 1983) and changing user preferences are the major factors which are determining its 
declining use despite its continuing availability. 

In other programs, stable funding is proposed because the Coast Guard has successfully achieved 
many of the objectives set in the 1970's. Workload has declined or stabilized in many mission areas: 

• oil spills peaked in 1977 and have declined as oil imports are reduced and tanker safety 
improves; 

• search and rescue calls have declined an average of 3% a year since 1978 due to better vessel 
construction, better weather forecasting and better boater education; and 

• fisheries enforcement—which was intensified in 1977—has become more manageable due to a 
reduction in the number of foreign fishing vessels in the U.S. Fisheries Conservation Zone and 
greater familiarity on the part of fishermen with U.S. fishing regulations. 

The 1985 budget reflects these shifting workloads which have allowed the Coast Guard to redeploy 
resources to drug interdiction and to increase the amount of joint training it is able to do with Navy 
units. 

To improve efficiency and reduce costs, in 1985 the Coast Guard plans to enter into contracts to 
provide a variety of support functions now provided by military and civilian personnel. These are 
jobs of a largely commercial nature that can be provided more economically by the private sector 
such as: janitorial services, grounds maintenance, welding shops, food service and similar jobs. Some 
work involving the maintenance of aids to navigation will also be contracted. These contractual 
efforts should produce significant savings in the future. 
The Administration continues to support the collection of user charges from those who benefit 
directly from Coast Guard services. 
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Various International Financial Programs 
[In millions of dollars] Agency: Department of the Treasury 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 8,380 - 8 5 - 8 7 - 8 9 - 9 0 - 9 2 - 4 4 4 
Outlays - 2 8 5 - 3 0 3 - 3 0 3 - 2 8 9 - 2 8 0 - 2 7 4 - 1 , 4 4 9 

1985 Budget Level: 
Budget Authority 8,380 - 8 8 - 8 7 - 8 9 - 9 0 - 9 2 - 4 4 7 
Outlays - 2 8 5 - 3 0 6 - 3 0 3 - 2 8 9 - 2 8 0 - 2 7 4 - 1 , 4 5 2 

Change: 
Budget Authority . . - 3 - 3 
Outlays - 3 - 3 

t> 
Program Description 

This category has four elements: 
• The U.S. quota in the International Monetary Fund (IMF).—The IMF is an international 

organization established in 1944 to promote a stable and efficient international monetary 
system. The 146 member countries have "quotas" in the Fund which are determined by 
international negotiation. These quotas represent the amounts of deposits which members 
must make in the Fund and determine the amounts which members may withdraw and borrow 
from it. The IMF lends to countries in order to overcome temporary balance of payments 
problems if these countries are prepared to undertake reforms intended to correct the prob-
lems. The overall size of the Fund is increased periodically to reflect the needs of the interna-
tional monetary system. 

• Loans to the International Monetary Fund (IMF).—The U.S. has contributed to two IMF loan 
programs; the General Arrangements to Borrow (GAB) and the Supplementary Financing 
Facility. The GAB were established in 1962 by 13 IMF member countries and Switzerland, 
including the U.S., as a means of supplementing the IMF's resources when needed to forestall 
or cope with an impairment of the international monetary system. The Supplementary Fi-
nance Facility is a temporary program set up in 1979 to augment the ability of the IMF to 
assist member countries with serious balance-of-payments problems. 

• The Exchange Stabilization Fund.—This fund is used by the Secretary of the Treasury to make 
transactions in gold and foreign exchange, as necessary, to promote orderly exchange arrange-
ments. 

• Repayment of loans to the United Kingdom.—This is the repayment stream from World War II 
loans. 

Current Status 
Congress approved an increase in the U.S. contribution to the IMF in 1984 of $8.5 billion, including 
$5.8 billion for the U.S. quota increase and $2.7 billion for an increase to the IMF General 
Arrangements to Borrow. 
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1985 Budget Proposal 
There are no new proposals for these programs in 1985. Negative outlays reflect receipts in the 
Exchange Stabilization Fund and continued repayment of the U.K. loan. 

Rationale 
There are no new proposals because the actions taken in 1984 to increase U.S. resource commit-
ments to the IMF should be adequate to support increased IMF activity for several years. 

534 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Foreign Military Sales 

535 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Foreign Military Sales Financing 
Agency: Funds Appropriated to the 

[In millions of dollars] President 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 5,502 5,879 6,141 6,394 6,639 6,899 31,952 
Outlays 5,300 6,196 7,083 6,504 6,734 6,991 33,509 

1985 Budget Level: 
Budget Authority 5,502 8,042 6,094 5,694 5,481 5,409 30,719 
Outlays 5,300 5,058 4,257 4,165 4,061 4,059 21,599 

Change: 
Budget Authority + 2,163 - 4 7 - 7 0 0 - 1 , 1 5 8 - 1 , 4 9 0 - 1 , 2 3 3 
Outlays - 1 , 1 3 9 - 2 , 8 2 7 - 2 , 3 3 9 - 2 , 6 7 3 - 2 , 9 3 2 - 1 1 , 9 1 0 

Program Description 
The Foreign Military Sales Credit (FMSCR) program helps finance the purchase of defense articles, 
construction services, and training by friendly governments of eligible countries. The program 
provides loans on terms that range from highly concessional interest rates to Treasury borrowing 
rates. Maturities range from 7 to 30 years. Repayment of certain loans is forgiven, making them 
grants. 
Also included in this category are FMSCR receipts, which are the repayments from loans of earlier 
years, and the Guarantee Reserve Fund, which is available to reimburse the Federal Financing 
Bank (FFB) for loss of receipts due to delinquent and rescheduled loan repayments. 

Current Status 
Foreign military sales financing provides the necessary funding to support the foreign policy 
interests of the United States by promoting and assisting friendly countries in defending mutual 
security interests in various regions of the world. The recent, rapid growth of this program has 
corrected serious underfunding of needs in key countries. 
Through 1984, FMSCR has taken the form of guarantees of loans made by the Treasury Depart-
ment's FFB. These loans have been made at Treasury's borrowing rates for comparable maturities. 
The FMSCR loans have been off-budget except for the forgiven loans. 

1985 Budget Proposal 
A major financing change proposed in 1985 places the entire FMSCR program on-budget and 
provides some loans on concessional terms. Because, for some countries, the terms of the financing 
are more important than the size of the loans, the greater concessionality in the new program will 
permit the total level of new loans to decrease without harming U.S. security interests. In 1985 the 
decrease would be from the 1984 level of $5.7 billion to $5.1 billion. 

Within the lower total program, concessional and forgiven loans would increase by $1.8 billion, 
approximately doubling the grant value (i.e., subsidy) provided to recipients. 
Major lending would be provided to Israel ($1.4 billion), all forgiven credits; Egypt ($1,175 billion), 
also all forgiven; Turkey ($525 million); Greece ($500 million); Spain ($400 million). 
A $274 million replenishment requested for the Guarantee Reserve Fund is needed to ensure an 
adequate reserve for payments to the FFB for delinquent and rescheduled FMSCR loans. 
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Rationale 
The FMSCR program supports a number of key national security and foreign policy objectives: 

• furthering the peace process in the Middle East through large scale aid to Israel and Egypt, 
which have been strongly supportive of U.S. objectives; 

• securing base rights and facilities in countries such as Turkey, Greece and Spain; 
• helping reduce the economic burden of security-related expenditures by providing grant and 

concessional financing, which is particularly important to poorer countries; and 
• supporting key friends and allies, notably in Central America who are endangered by violent 

subversion. 
The proposed financing shift toward increased concessionality achieves two objectives. First, it takes 
into account that a number of countries face serious economic problems, due to world recession and 
security threats, that make repayment of high-interest loans very difficult if not impossible. This 
step will, however, result in higher budget outlays in the future because of diminished offsetting 
receipts. Second, the shift on-budget makes explicit to Congress and the public the full scope of U.S. 
military aid. 
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Foreign Military Sales and Special Defense 
Acquisition Funds 

Agency: Funds Appropriated to the 
[In millions of dollars] President 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority - 7 0 0 100 400 500 700 900 2,600 
Outlays - 8 7 8 104 205 25 94 101 529 

1985 Budget Level: 
Budget Authority - 7 0 0 100 400 500 700 900 2,600 
Outlays - 8 7 8 104 205 25 94 101 529 

Change: 
Budget Authority 
Outlays 

Program Description 
The Foreign Military Sales (FMS) trust fund facilitates government-to-government sales of defense 
articles and services. Foreign governments make payments for such articles and services to this 
fund, and the U.S. government in turn used these payments to pay suppliers. Because this account 
is used to transfer foreign monies, it does not involve foreign aid. The Special Defense Acquisition 
Fund finances the procurement of military equipment in anticipation of its transfer to governments 
overseas. 

Current Status 
Program activity is primarily a product of the level of orders by foreign governments for defense 
articles and the procurement process for those orders. 

1985 Budget Proposal 

Normal levels of activity are assumed for 1985, including $15 billion of new FMS orders. 

Rationale 
The trust fund is a necessary and legislatively required account to facilitate military sales. The 
acquisition fund reduces the adverse impact on U.S forces of diversions from production or U.S. 
military stocks. 

539 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



* 

Other Security Assistance 

541 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

Fiscal Year 1985



Economic Support Fund 
Agency: Funds Appropriated to the 

[In millions of dollars] President 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 2,958 3,035 3,175 3,311 3,444 3,571 16,535 
Outlays 2,900 2,955 3,025 3,159 3,369 3,489 15,996 

1985 Budget Level: 
Budget Authority 2,958 3,068 3,138 3,205 3,270 3,330 16,010 
Outlays 2,900 3,050 3,000 3,100 3,160 3,200 15,510 

Change: 
Budget Authority + 3 2 - 3 7 - 1 0 6 - 1 7 4 - 2 4 1 - 5 2 5 
Outlays + 9 5 - 2 5 - 5 9 - 2 0 9 - 2 8 9 - 4 8 6 

Program Description 
The Economic Support Fund (ESF) provides grants and low-interest loans to countries of particular 
security and political importance to the United States. This fund provides the resources to carry out 
U.S. economic development policies, to provide balance of payments and budgetary support, and to 
promote essential economic policy reforms in recipient countries. 

Current Status 
ESF continues to provide vital economic assistance necessary to support and advance U.S. foreign 
policy objectives worldwide. The growth in the program, nearly 60% between 1980 and 1984, was 
needed to alleviate the adverse impact of world recession on many key developing countries and to 
counter the serious economic difficulties of countries facing threats to their security. 

1985 Budget Proposal 
The 1985 ESF request is for $3.1 billion, nearly $200 million more than the 1984 program, but less 
than 2% higher when adjusted for inflation. 
Countries to receive the largest amounts are: Israel ($850 million), Egypt ($750 million), Pakistan 
($200 million), Turkey ($175 million), and Sudan ($120 million). 
Funds were included for Central America for 1985 at 1984 budget request levels pending analysis of 
the Bipartisan Commission report on aid to the region (see separate factsheet). 

Rationale 
The Economic Support Fund supports a number of key national security and foreign policy objec-
tives. 

• Over half of total funding would be provided to Israel and Egypt in recognition of their strong 
support of U.S. policies and of the heavy burdens that instability in the Middle East has placed 
on their economies. 

• The proposed aid to Pakistan will strengthen a friendly country facing the threat of a hostile 
neighbor and Soviet troops on its border. ESF is critical to the support of other governments 
threatened by the Soviet Union and its radical allies. Sudan is continually threatened by 
Soviet-backed Libyan and Ethiopian governments. 
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• Aid would be provided to Turkey and a number of other countries to help alleviate economic 
dislocations. 

• Finally, aid is provided in conjunction with U.S. access to military facilities in strategic 
locations. 

Because of the flexibility permitted under ESF authority in setting terms and conditions of assist-
ance, this program has been especially valuable in meeting a range of short- and long-term U.S. 
objectives. The modest increase requested for 1985 for countries outside Central America reflects the 
important progress made during this Administration in providing adequate amounts of assistance to 
the most important countries. 
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Military Grant Assistance and Training 
Agency: Funds Appropriated to the 

[In millions of dollars] President 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 564 592 621 648 675 701 3,238 
Outlays 591 621 650 679 707 735 3,392 

1985 Budget Level: 
Budget Authority 564 866 888 908 926 944 4,532 
Outlays 591 782 838 895 934 956 4,404 

Change: 
Budget Authority + 274 + 267 + 260 + 250 + 242 + 1,293 
Outlays + 161 + 187 + 216 + 226 + 221 + 1,012 

Program Description 
The Military Assistance Program (MAP) and International Military Education and Training (IMET) 
provide grant funding for the procurement of U.S. defense articles, related services, and training by 
friendly governments and international organizations. 

Current Status 
MAP and IMET programs provide the necessary funding to support the foreign policy interests of 
the United States and promote and assist sympathetic countries in defending mutual security 
interests in various regions of the world. Both programs have grown significantly during this 
Administration. Grant military assistance has grown from $110 million in 1982 to more than $500 
million in 1984, in order to help countries facing both serious international payments problems and 
serious security threats. The military training program has doubled since 1980 in dollar funding and 
grown even more in the numbers of persons trained. 

1985 Budget Proposal 
The 1985 MAP request is for $800 million to meet continuing, critical security and balance of 
payments problems in the poorer countries of the world. 
Provision has been made to augment grant aid for Central America carried in the totals above at 
1984 request amounts as outlined in the following factsheet. Outside Central America grant military 
aid would be provided in relatively modest amounts, in part because only limited assistance is 
desirable for small and very poor countries. Among the larger programs, Turkey would receive $230 
million and Portugal $70 million in conjunction with agreements for U.S. base access. Sudan would 
be allocated $69 million, reflecting Libyan and Ethiopian threats to its security and very grave 
balance of payments difficulties. The IMET request of $60.9 million is nearly 20% higher than the 
1984 program. 

Rationale 
Grant military aid meets the same important international security objectives as discussed for the 
foreign military sales credit program (see factsheet on Foreign Military Sales and Defense Acquisi-
tion Funds) but is focussed generally on the poorest countries. The requested funding increase is 
important to correct previous shortfalls in funding that have limited the ability of the United States 
to meet pressing needs in key countries. Because it does not produce future budget offsets, as does 
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the credit program through repayments, grant aid will remain considerably smaller than military 
credits. It is, nonetheless, critical. The military training program is widely regarded as a highly cost-
effective means of supporting the military forces of other countries. Trainees not only learn needed 
skills but have the opportunity to observe how our professional military establishment functions 
within the framework of democracy. 
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Assistance to Central America 
Agency: Funds Appropriated to the 

[In millions of dollars] President 

Level 1984 1985 1986 1987 1988 1989 Total 
1985 -89 

Current Services: 
Budget Authority 
Outlays 

1985 Budget Level: 
Budget Authority 500 750 750 750 750 750 3,750 
Outlays 300 800 675 750 750 750 3,725 

Change: 
Budget Authority + 500 + 750 + 750 + 750 + 750 + 750 + 3,750 
Outlays + 3 0 0 + 800 + 675 + 750 + 750 + 750 + 3,725 

Program Description 
The amounts for assistance to Central America shown above were intended to provide for various 
kinds of military and economic assistance to Belize, Costa Rica, El Salvador, Guatemala, Honduras, 
Panama, and regional organizations. The budget was prepared before the executive branch had an 
opportunity to review the recommendations of the National Bipartisan Commission on Central 
America (NBCCA), chaired by former Secretary of State Kissinger. Under the circumstances, 1985 
amounts were set aside for Central America in the regular program accounts at the levels requested 
for 1984. 
It was, however, clear to the Administration during budget preparation that significant increases in 
assistance would be required. Lump sum amounts approximating the expected additional require-
ments were included in the budget so that the budget totals would not be understated. Absent an 
analysis of the Commission Report, it was judged to be undesirable to break down the annual 
increments by specific programs. 

Current Status 
In mid-February the Administration submitted the Central America Democracy, Peace, and Devel-
opment Initiative as well as the specific appropriations increases for the various assistance programs 
for 1984 and 1985 that support the NBCCA report. 

1985 Budget Proposal 
The Assistance to Central America request for 1984 and 1985 has been replaced by requests in 
specific regular accounts. The major amounts of required additional budget authority are: 
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U.S. Bilateral Assistance to Central America 
(Dollars in millions) 

Major accounts 1984 1985 

Military Assistance 259 124 
Economic Support Fund 290 371 
Functional Development Assistance 73 157 
Operating Expenses (AID) 2 6 
Operating Expenses (Peace Corps) 2 9 
Public Law 480 25 36 
U.S. Information Agency 8 36 
Other 11 
Foreign Military Sales Credit .... - 1 5 

Total, Bilateral Assistance 659 735 

Rationale 
The Administration believes that it is vital strategically, politically, and morally to provide a 
comprehensive plan of support for the democratic elements, the reform programs and human 
freedom in Central America. The U.S. must assist in bringing peace to this troubled region so close 
to home. 
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