
Foreign Development Assistance 

Agency: Foreign 
Assistance (individual agencies 

programs follows) 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTLMATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional Budget Reform 
Code: 151,153 and 154 Criterion: 6 

($ in millions) 
1981 1982 1983 1984 1985 1986 

5,449 7,277 6,601 7,717 8,228 8,688 
4,951 5,212 5,700 6,394 6,947 7,470 

-7 -15 -15 -15 -15 -15 
-120 -93 5 16 - 6 -12 

-624 -1.852 -203 -2,512 -2,977 -3,187 
-92 -425 -612 -1,161 -1,489 -1,940 

4,818 5,410 6,383 5,190 5,236 5,486 
4,739 4,694 5,093 5,249 5,452 5,518 

Program Description 

Reductions in foreign development assistance affect six major programs. 

• Contributions to support development lending by Multilateral Development Banks, 

• Assessed contributions to a range of U.N. and other international organizations, as well as 
voluntary contributions to U.N. and other international development programs. 

• The development loan and grant activities of the Agency for International Development 
(AID). 

• Food aid under the Public Law 480 program. 

• The provision of volunteers to promote development and mutual understanding through the 
Peace Corps. 

• U.S. support for the Common Fund, which will facilitate financing for international 
commodity agreements. 

In addition, reductions have been taken in the funds of the Inter-American Foundation, which makes 
grants to indigenous private Latin American groups, and no funds have been provided for die African 
Development Foundation, which was intended to play a similar role in Africa. 

Proposed Change 

The 1982 Reagan budget would reduce these programs by $1,867 million including reestimates, a 26 
percent cutback. By 1986 the reduction from the Carter budget would be $3.2 billion in budget 
authority, or 37 percent. Outlay reductions will be somewhat less, particularly in the near-term, 
because budget authority for these programs spends out slowly and because some of the 1982 
reductions involve the deferral of spending to 1983 and beyond. The specific reductions and the 
reasons for them are presented in the papers that follow. 

Rationale 

The Carter budget proposed large increases in nearly 'all of the major development aid programs. 
This was not only to finance past commitments made to multilateral institutions but to finance 
anticipated future commitments in this area and to expand bilateral programs rapidly as well. The 
Reagan budget assumes that development aid activities must achieve U.S. foreign policy objectives in 
a manner consistent with the expenditure constraints of the President's economic recovery program. 
Future development aid spending levels must also reflect the Administration's foreign policy priorities, 
which give preference to security assistance programs to counter Soviet adventurism and to bilateral 
programs which can reach intended beneficiaries more directly than multilateral programs. As a 
result, in connection with the proposed reductions from the Carter budget the Administration will: 
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• Undertake a major reassessment of the importance of the multilateral development banks to 
the United States and the effectiveness and benefits of future contributions to these 
organizations. 

• Undertake a similar study of contributions to international organizations. 

• Define new approaches to bilateral development aid, particularly placing greater reliance on 
private sector participation, which will enable the Agency for International Development to 
achieve its objectives at lower costs. 

• Reexamine food aid credit sales as foreign assistance rather than as a surplus disposal device 
to determine whether continued large funding is necessary. 

The Reagan budget assures that all past international commitments will be met, although payments 
will be stretched out consistent with international agreements. Major humanitarian programs for 
refugees, victims of disasters and the malnurished are to be continued close to the levels of recent 
years. 
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Multilateral Development Banks 

Agency: Department of the Treasury 
International Development 
Cooperation Agency 

Functional 
Code: 151 

Budget Reform 
Criterion: 6 

(S in millions) 
1981 1982 1983 1984 1985 1986 

CARTER BUDGET: 
Budget Authority 1,584 2,499 1,600 2,142 2.142 2,141 
Outlays 1,013 1.259 1,374 1,485 1,528 1,628 

REESTIMATES & ADJUSTMENTS: 
Budget Authority 
Outlays -82 -55 

PROGRAM CHANGES: 
Budget Authority -540 -976 858 -868 -883 -882 
Outlays -9 -69 -95 -106 -156 -305 

REAGAN BUDGET: 
Budget Authority 1.044 1,523 2,458 1,274 1,259 1,259 
Outlays 923 1,135 1,279 1,379 1,372 1,323 

Program Description 

The multilateral development banks provide investment capital and technical assistance to developing 
nations. They have become the major source of development lending to the Third World. 
Periodically, their resources must be replenished, because repayments on previous loans are 
insufficient to meet the demand for new lending. The total amount of the replenishments and 
industrialized donor country, shares are determined in international negotiations. Donor contributions 
are paid in installments over periods of several years. With one exception, the amounts proposed in 
the Carter budget for these institutions have been previously and formally agreed to by the United 
States in these negotiations. The Carter budget also contained funds to make up "arrearages" to the 
banks caused by past congressional failure to appropriate funds covering the full amount pledged to 
the institutions by the United States. 

Each major institution has both concessional and non-concessional programs as follows: 

Non-concessional lending Concessional lending 

International Bank for Reconstruction and 
Development (World Bank) 

International Development 
Association (IDA—a component) 
of the World Bank) 

Regional Banks 

Inter-American Development 
Bank (IDB) Ordinary Capital 

Asian Development Bank (ADB) 

African Development Bank (AFDB) 

Other Institutions 

IDB Fund for Special 
Operations 

Asian Development Fund 

African Development Fund 

International Fund for 
Agricultural Development 

(IFAD, which makes loans 
primarily for aid small farmers) 

Non-concessional lending is financed only fractionally by funds paid into the institutions. This 
lending comes mainly from the banks' borrowings on world capital markets backed by 
donor-government guarantees of repayment to the banks' bondholders. 
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Proposed Changes 

The Reagan budget proposals would: 

• Reduce the planned contribution to the 1982-84 replenishment of IFAD funds (not 
previously agreed to) from $255 million to $180 million. 

• Reduce the U.S. contribution in the first two years of the 1981-1983 IDA Sixth 
Replenishment, cutting the Carter budget request in half in 1981 and by one-fifth in 1982, 
while increasing the 1983 contribution to offset the earlier cuts thereby maintaining the 
current $3.24 billion U.S. commitment for the three year period. 

• Stretch out payments to other multilateral development banks. 

— Most significantly, by providing the previously pledged $658 million U.S. paid-in 
subscription to the World Bank's general capital increase over six years, 1982-1987, 
rather than all in 1982 as proposed by the Carter budget 

— Stretching out the payment of arrearages to the regional development banks over periods 
of several years. 

The table on the following page shows the proposed arrangement for stretching out 
payments. 

Rationale 
The lending levels of these institutions have grown much more rapidly than bilateral U.S. assistance 
in the recent past. Their programs should be reassessed by the United States to determine whether 
large scale future spending by them is consistent with the effective achievement of U.S. foreign policy 
objectives. This assessment must take into account the very tight future budget constraints and the 
direct role bilateral programs can play in achieving goals abroad. While ideally this reassessment 
should affect U.S. contributions starting now, the United States cannot revoke previous agreements to 
provide funds without seriously undermining a system of international rules for cooperation from 
which it benefits overall. The stretch-outs and deferred payments proposed are fully consistent with 
internationally negotiated agreements. 

Key Facts About the Program 
• Lending by the World Bank and International Development Association rose from $2.3 

billion in 1970 to $11.5 billion in 1980, a five-fold increase. 

• There has been concern that the banks cannot handle the increasing volume of their lending 
programs effectively. In the Asian and Inter-American Banks' non-concessional funds, the 
pipeline of undisbursed loan funds has risen from $950 million to $3.7 billion between 1971 
and 1979. 

• The World Bank and the regional banks, by the terms of their charters, have made loans in 
recent years to Vietnam, Ethiopia and Afghanistan, countries hostile to the United States. 

• The Administration will study the costs and benefits of U.S. participation in the banks prior 
to entering into new commitments. 
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Proposed Changes in 1981-1982 MDB Funding Requests 

(BA in $ millions) 

Institution 1981 1982 1983 1984 1985 1986 

IF AD Carter 85 85 85 
Reagan — 45 60 75 - - — 

IDA (VI) Carter 1,080 1,080 1,080 IDA (VI) 
Reagan 540 850 1,850 — — 

IBRD (GCI) Carter — 658 — — — 

Reagan — 110 110 110 110 110 

IDB (Arrearages) 
Capital Carter 52 59 52 - - - - - -

(Sched) (52) (52) (52) (--) (--) (—) 
(Arrear) ( - - ) ( 7 ) ( — ) (--) (--) (—) 
Reagan 52 53 57 (—) (--) ( — ) 
(Sched) (52) (52) (52) (--) (--) (—) 
(Arrear) ( — ) ( 2) ( 5) ( — ) (--) ( — ) 

FSO Carter 200 300 175 
(Sched) (175) (175) (175) (--) (—) (—) 
(Arrear) ( 25) (125) ( — ) ( — ) (--) ( — ) 
Reagan 200 191 206 39 39 - -

(Sched) (175) (175) (175) (--) (—) (—) 
(Arrear) ( 25) ( 16) ( 31) (39) (39) (—) 

ADB (Arrearages) 
Fund Carter 115 168 111 __ 

(Sched) (111) (111) (111) (--) (--) (—) 
(Arrear) ( 4) ( 56) (--) (--) (--) ( — ) 
Reagan 115 125 125 14 14 - -

(Sched) (111) (111) (111) ( — ) (—) (—) 
(Arrear) ( 4) (14) (14) (14) ( 4 ) ( — ) 
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International Organizations 
(assessed and voluntary) 

Agency: Department of 
State 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTEVIATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional Budget Reform 
Code: 151,153 Criterion: 6 

(% in millions) 
1981 1982 1983 1984 1985 1986 

722 902 886 957 1,027 1,099 
745 853 871 936 1,005 1,076 

193 -179 -237 -254 -58 
-180 -174 -228 -85 -54 

722 709 707 720 774 1,040 
745 673 697 708 920 1,021 

Program Description 

Assessed international organization contributions represent U.S. obligations under treaties to provide a 
fixed share of the expenses of the United Nations and other multilateral bodies. Voluntary 
contributions are primarily to UN development programs and special multilateral funds. 

Proposed Changes 
• Reductions in budget requests for assessed contributions for 1982-1986 will be accomplished 

by slipping the quarterly payments schedule to 15 major organizations progressively later so 
that by 1985 all the funds will be sought one fiscal year after the Carter Budget proposed 
them. This will save $160 million in 1982 budget authority. 

• Voluntary contributions will be cut back each year from planned levels. The 1982 saving will 
be $33 million in budget authority. 

Rationale 

As with the multilateral development banks, the United States must reassess the effectiveness of these 
international organizations, as compared with bilateral programs, in meeting U.S. foreign policy 
objectives and their efficiency as aid-giving institutions. The deferral of assessed payments provides 
time for a thorough review of the costs and benefits of U.S. membership in these organizations while 
temporarily reducing the impact of these contributions on the U.S. budget Reductions in voluntary 
contributions reflect concerns that the organizations' programming criteria may not target funds on the 
most promising activities to promote development in ways that maximize private sector participation. 

Key Facts About the Program 
• Development aid in some U.N. programs is made available to every Third World country 

with the recipient governments frequently determining how the funds will be spent 

• In the recent past the regular assessed budgets of several U.N. organizations have increased 
substantially. 

• By the terms of their charters these organizations must provide grant assistance to all eligible 
member countries, including Cuba and Vietnam. 

• The State Department will be reviewing contributions to international organizations to 
determine how efficiently the institutions operate and how well they serve the interests of 
developing nations, the United States and other major donors. 
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Agency for International Development 

Agency: International Development 
Cooperation Agency 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTTMATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional 
Code: 151 

1981 1982 

1,711 2.386 
1,610 1.674 

-7 -15 
-38 -33 

-3 -471 
- 3 -38 

1,701 1,900 
1,569 1,603 

($ in millions) 
1983 1984 

2,679 3,010 
2,026 2,371 

-15 -15 
+ 5 + 1 

-764 -1,095 
-205 -504 

1,900 1,900 
1,826 1,868 

Budget Reform 
Criterion: 6 

1985 1986 

3,342 3,702 
2,703 3,027 

-15 -15 
-6 -12 

-1,427 -1,787 
-819 -1,126 

1,900 1,900 
1,878 1,889 

Program Description 

AID provides bilateral assistance through grants and concessional loans to more than 60 countries in 
Africa, Asia and Latin America. AID also finances development research programs implemented by 
U.S. universities and other institutions. 

Proposed Changes 

The 1982 Reagan proposal would reduce the 1982 program by $486 million from the Carter budget to 
a level of $1.9 billion. 

Rationale 

The Carter proposal included a "Leadership Package" to encourage other donors to increase their aid 
programs. It would have provided mostly resource transfers which are one-time consumption 
subsidies rather than additions to investment. Such a large bilateral aid increase would be 
unacceptable to the public and the Congress, and would probably not have had the desired catalytic 
effect even if approved. 

Key Facts About the Program 
• The Reagan proposal would permit an increase of $200 million more than the 1981 level, 

indicating the importance of bilateral aid as a development and foreign policy tool. 

• AID programs will be reoriented to encourage U.S. and LDC private sector participation in 
the development process. This will concentrate more assistance on countries whose market 
orientation gives promise of economic growth and will, over time, reduce the burden on 
donor governments which provide official development assistance. 
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P.L. 480—Food Aid 

Agency: Department of 
Agriculture 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTIMATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional Budget Reform 
Code: 151 Criterion: 6 

($ in millions) 
1981 1982 1983 1984 1985 1986 

1,305 1,263 1,273 1,429 1,521 1,532 
1,471 1,263 1,273 1,429 1,521 1,532 

-76 -100 -110 -266 -358 -369 
-76 -100 -110 -266 -358 -369 

1,229 1,163 1.163 1,163 1,163 1,163 
1,395 1,163 1,163 1,163 1,163 1,163 

Program Description 

The Public Law 480 food aid program provides low interest loans to foreign governments for food 
imports, mainly wheat, under Title I and provides for direct food donations to needy people under 
Tide II through such organizations as CARE and Catholic Relief Service. 

Proposed Changes 
• Eliminate the pending $76 million 1981 supplemental request for Title I. 

• Reduce 1982 budget authority by $100 million; $78.2 from Title I and $21.8 million from 
Title II. 

Rationale 
• The P.L. 480 program is no longer needed as a surplus disposal mechanism and therefore 

must be justified as a foreign aid instrument. Unless it is used carefully, food aid through 
concessional sales may only serve to subsidize consumption in developing countries with little 
prospect that the need for food imports on soft credit terms will ever diminish. The Reagan 
Budget proposal would constrain the program by reducing funds available for unspecified 
purposes, while its operations are reviewed. 

Key Facts About the Program 
• Because P.L. 480 Title I is also financed by repayments of earlier loans, the budget authority 

figures understate the size of the total program. In 1982 under the Reagan budget proposal, 
Title I financing will be $877 million, and Title II food aid will be $764 million. 

• Total tonnage for the program will decline by only about 10 percent from 1980 actual levels, 
from 5.9 to 5.4 million metric tons. 

• The Title I reductions will eliminate unprogrammed funds for emergencies. Now that 1981 
is half over, these funds appear not to be needed this year. The 1982 Title I reduction will 
still leave $116 million above planned country programs to meet emergencies. 

• The proposed changes will not significantly affect U.S. farm income or prices. The average 
$200 million a year outlay reduction during 1981-86 can easily be absorbed by average rates 
of growth in export demand. 

• The 1982 Title II program will be 1.7 million tons, the same amount proposed in the Carter 
budget. A $22 million reduction in the program merely reflects the elimination of some high 
cost foods without reducing tonnage. The Administration is committed to support this 
humanitarian program. 
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Peace Corps 

Agency: ACTION 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTIMATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional Budget Reform 
Code: 151 Criterion: 6 

($ in millions) 
1981 1982 1983 1984 1985 1986 

109 122 130 142 155 170 
107 121 127 139 152 167 

- 3 -27 -35 -47 -60 -75 
-2 -24 -32 -44 -57 - 72 

106 95 95 95 95 95 
104 97 95 95 95 95 

Program Description 

The Peace Corps recruits, trains, and maintains U.S. volunteers overseas to fill the trained manpower 
needs of developing nations and to promote mutual understanding. In 1980, the volunteers provided 
5,097 workyears of service in energy, health, education, agriculture, and a range of other fields at the 
community level in 61 developing countries. 

Proposed Change 

The 1981 and 1982 reductions in the Peace Corps budget will be accomplished by concentrating the 
program in fewer countries and fewer program areas (e.g., forestry, energy) and by eliminating 
activities not directly related to the agency's mission of sending volunteers abroad. 

Rationale 
• Reducing the level of effort overseas will have little measurable impact on host country 

development. 

• Programs will be continued in most countries where volunteers currently serve, so that there 
will be minimal negative political impact. 

• Despite the cutbacks, more than 2,450 trainees will be accepted into the program in 1982, 
and volunteers will provide more than 4,500 workyears of service. By 1983, the volunteer 
program will stabilize at a level roughly 20% below the Carter 1982 level. 

331 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

April 1981



Common Fund for Commodities 

Agency: Department of the 
Treasury 

Funding 
CARTER BUDGET: 

Budget Authority 
Outlays 

REESTEVIATES & ADJUSTMENTS: 
Budget Authority 
Outlays 

PROGRAM CHANGES: 
Budget Authority 
Outlays 

REAGAN BUDGET: 
Budget Authority 
Outlays 

Functional Budget Reform 
Code: 155 Criterion: 6 

($ in millions) 
1981 1982 1983 1984 1985 1986 

74 
15 - - _ _ _ ~ 

-74 39 
-15 15 

39 
15 

15 

15 20 

15 20 
15 

Program Description 

Currently being negotiated under UN auspices, the Common Fund will pool the resources of 
participating international commodity agreements to finance buffer stocks which will buy and sell the 
commodities on world markets to preclude large random price fluctuations. This stabilization policy 
should benefit both producers and consumers. Backed by pooled funds and by direct contributions of 
governments, the Common Fund will be able to borrow on more favorable terms than could any 
single buffer stock. 

Proposed Changes 

The U.S. contribution, $73.85 million, would be postponed from 1982 to 1983-1985. This will avoid 
seeking funds before they are needed. The deferral of funding is not expected to affect the Common 
Fund's program or the U.S. participation in it. 
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