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9/15/86 

Foreign Assistance Appropriations Bill 

Basic Problem 

Under the budget resolution and the 302 allocations the amounts 
assigned to the Foreign Operations appropriations subcommittees 
-- $13.0 billion in BA and $10.8 billion in outlays ($10.6 
billion in the House) -- are far below the sums needed to carry 
out the administrations' foreTgnpolicy. Thus, no subcommittee 
markup within the 302 allocations can be considered adequate. 

Secondary Problem 

In setting the outlay ceiling for the international affairs 
function, CBO calculated outlays that are too low for the BA 
provided. !his has been termed the "outlay mismatch 11

• 

Obey Subcommittee markup (Accepted by the full committee.) 

Obey made cuts in most major programs to hit the 302 ceiling for 
BA, notably 

forei~n miltary sales (FMS) credit at $4 billion from 
Obey 1s $1 billion below 1986 (and $1.7 billion below the 
request), 

6rant military assistance at $.7 billion is $.l billion 
elow 1986, and 

security related economic aid under the economic support 
fund at $3.2 billion is $.4 billion below 1986. 

To remedy the outlay mismatch, Obey would legislate an outlay 
ceilint at $10.6 billion requiring the executive branch to 
contro obligations to limit outlays from new appropriations at 
$4.8 billion. Moreover, budget accounts totalling nearly half of 
new BA would be exempted from control requiring impossibly deep 
cuts in non-exempt programs. 

Administration Position on Obey Bill 

The Administration position letter, citing inadequate funding and 
the unworkable outlay ceiling envisioned a veto. The subsequent 
position statement for the Rules Committee called on members to 
vote against the bill. It was not acted on by the Rules 
Committee. 
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Kasten Subcommittee Markup 

Kasten has done about as well for foreign aid as could be done 
within the 302 allocation, assuming that security assistance is 
accorded highest priority. Specifically 

FMS credit and grant military assistance are combined in 
a single account totalling the same amount as Obey 
provided for the two but with Presidential flexibility to 
provide all of the funds as grants, 

some $2 billion plus of past FMS credits which are 
obligated but undisbursed may be coverted to grants, 

the economic support fund is increased from $3.2 billion 
to $3.5 billion with $.4 billion more appropriated for 
1988, 

all accounts are made two year (1987-88) money, and 

many earmarkings of funds are eliminated but not the 
large earmarks for Israel and Egypt, 

finally, through various technical changes the Kasten 
bill eliminates the outlay mismatch. 

On the downside, Kasten cuts funds for the multilateral 
development banks (MDBs) to $.8 million from $1 billion provided 
by Obey and $1 .4 billion requested to meet prior international 
commitments. 

Full Senate Committee Markup 

The full committee will markup the foreign operations bill in 
late afternoon Tuesday, September 16th. 

Administration Position on Kasten Bill 

State has not taken a final position but is leaning toward 
"supporting passage" of the Kasten bill. 

Treasury, because of the MOB cut does not want support expressed. 

NSC staff are still considering the issue. 
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EXECUTIVE OHICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. 0 .C 20~03 

Honorable Silvio Conte 
Cor.JT.i ttee on Appropriations 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Sil: 

JUL 3 1 1996 

The Administration objects strongly to the 1987 Foreign 
Assistance Appropriation bill in its present forn,. The 
Subcommittee has adopted inadequate funding levels in security 
assistance and other programs, nwnerous earroa.I'ks and transfers, 
and substantial reporting and certification requirements that, 
together, severely limit the President's ability to achieve U.S. 
foreign policy objectives. The major funding problems are the 
severe reductions in the security assistance accounts. Economic 
Support Fund (ESF), Military Assistance (MAP), and Foreign 
Military Sales Credit (FMSCR) funding have been reduced by over 
$2.6 billion fro~ the President's request. This reduction, as 
well as the earmarks, ~ill force the President to cut assistance 
very severely. 

In addition, the House Subcommittee has included a 
particularly troublesome provision (Section 556) limiting 
expenditures for FY 1987 at $10,641 million. This section must 
be deleted. The Administration opposes the provision because it 
would cause micro-managing of outlays, would be utterly 
unworkable, and would cause further program disruption. 

Unless the changes noted above are made, I will recommend 
veto of the bill. 

ly yours, 

III 

IDE~TICAL LETTERS SENT TO HONORJ>.BLE JAMIE L. WHITTEN, 
HONORABLE DAVID OBEY, AND HONORABLE JACK KEMP 



Statement of Administration Position 
for House Rules Confflittee 

H.R. 5339, Fore1gn Assistance Appropriations Bill, 1987 
(Sponsors: Whitten (D). Mississippi; 

Obey (D), Wisconsin) 

The Admi ni strati on opposes enactment of the Foreign Assistance 
and Related Agencies Appropriation Act for 1987, as reported by 
the House Co1T111ittee on Appropriations. While the bill does 
contain numerous positive components, its negative elements 
render the legislation as a whole counterproductive to our 
short-term and l ong-term foreign policy interests. Accordingly, 
the Administrat i on recommends that the bill be defeated. If the 
bi ll is passed in its present form, the President's senior 
adv isors will recommend that he veto it . 



Possible State Department Positions 

Position Number one: 

The Administration supports passage of the foreign assistance 
appropriations bill that was adopted by the Senate Appropriations 
Subcommittee on Foreign Operations. The bill would provide the 
President with greater flexibility to pursue critical foreign 
policy objectives within the constraints of the reduced resource 
levels that have resulted from the congressional budget 
resolution. Although aggregate funding levels contained in the 
bill are still inadequate to meet the full range of the 
President's foreign policy priorities, many of the new concepts 
contained in the bill will provide an excellent basis for moving 
the foreign aid bill to conference. 

Position Number 2: 

The Administration supports adoption by the Senate Appropriations 
Committee of the foreign assistance appropriations bill recently 
reported out of the Foreign Operations Subcommittee. This bill, 
constrained by the congressional budget resolution, is still 
inadequate to meet the full range of the President's foreign 
policy objectives. Nevertheless, it provides the President with 
greater flexibility to pursue those objectives with severely 
reduced resources. [Objectionftlble provisions in the bill, 
including inadequate levels of funding for the multilateral 
development banks, can be addressed in the conference.] 

NOTE: Last se ntence is final fallback if there is insistance on 
citing MOB funding. 

Wt.. u ~ 
~ Qiu ~o-u-= CuJ.U 1 Ad,:, 

;;.._ ~c/-v; ~nu ~ µt~s, 



Tentative Treasury Proposal, 9/15/86, 2:00 pm 

The Administration supports adoption by the Senate Appropriations 

Committee of the foreign assistance appropriation bill recently 

reported out of the Foreign Operations Subcommittee. It provides 

the President with greater flexibility to pursue those objectives 

with severely reduced resources. However, this bill, constrained 

by the congressional budget resolution, is still inadequate to 

meet the full range of the President's foreign policy objectives. 

(

In particular, the Administration opposes the inadequate funding \ 

levels for the MDBs and will seek to increase MDB funding in / 

conference. 

I 

~ 



AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON . O.C . 20523 

September 16, 1986 

INFORMATION MEMORANDUM FOR THE ADMINISTRATOR 

FROM 

SUBJECT: 

LEG, Kelly c. Kammerer 

LEG ~aily Report 

Senate Appropriations committee Reports Out Foreign Assistance 
Appropriations Bill 

The full Senate Appropriations committee (SAC) today marked up and 
reported by voice vote the FY 1987 foreign assistance appropriations 
bill. The bill, as reported by the SAC, ratified the levels agreed. to by 
the Kasten Subcommittee on September 11 and incorporated a few changes in 
bill and report language. 

In summarizing his Subcommittee bill, Senator Kasten emphasized that they 
had remained within the 302(b) allocations ($13 billion in BA and $10.8 
billion in outlays) and had restructured the l~gislation to give the 
Administration •policy equivalents• to alleviate the funding cuts dictated 
by Gramm-Rudman. 

Senate Budget committee Chairman Pete Domenici congratulated the Kasten 
Subcommittee on its •creativity• in meeting its.302(b) allocations by 
•doing more with less•. He noted that the Foreign Operations 
subcommittee's budget allocation [302(b)] had been reduced proportionately 
more than any of the thirteen SAC Subcommittees. 

The following changes were agreed to today by the SAC: 

Inouye amendment, on behalf of senator Bumpers, incorporating the 
existing Bumpers Amendment to the FY 1986 supplemental limiting DA 
funds from being used to improve or increase LDC production of foreign 
agricultural commodities for exp·ort, if in competition w.ith U.S. 
commodities. (Committee staff indicate that report language 
accompanying this amendment will track the report language from the 
conference Report on the FY 1986 Urgent Supplemental); 

Inouye amendment, on behalf of Senator Lautenberg, limiting the use of 
funds in this act for feasibility studies on, or the establishment of 
facilities for, the manufacture of textiles or footware designed for 
export to the u.s. or to third countries in direct competition with 
U.S. exports. The amendment specifically excludes Section 807 CBI 
programs from its jurisdiction. 

The SAC also agreed to the following report language: 

Kasten language urging the Administration to give Ecuador up to $20 
million in ESF in FY 1987; 

D'Amato language urging AID to fund project ORBIS, an ASHA recipient; 
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D'Amato language urging a resolution to the Cyprus situation and a 
withdrawal of Turkish troops from Cyprus; 

DeConcini language commending UNSO on their good work on the Africa 
famine situation and urging the UNDP to fund UNSO's operations in the 
Sahel; ; 

Domenici language recommending continuing support for higher education 
programs in Latin America; 

Domenici language noting that Subcommittee report language earmarking 
$5 million from Section 106 for the Central American Rural 
Electrification Support project (597-0010) not prejudice additional 
AID funding for energy related activities in Central America; 

Kasten language, on behalf of Senators Wilson and Helms, urging AID to 
work closely with USDA in soliciting funds from CBI countries to help 
eradicate the Med fly in central America. 

The following table compares the funding levels reported today by the SAC 
with the FY 1986 freeze levels and the FY 1987 recommendations of the 
House Appropriations Committee. 

MULTILATERAL AND BILATERAL ASSISTANCE 

($ Thousands) 

FOREIGN OPERATIONS 
MULTILATERAL ASSISTANCE 

Inter-American Dev. Bank 
Paid in capital 
Fund for Spec. Op. 
Inter-Amer. Invest. Corp. 

World Bank (IBRD) 
Int'l Finance Corp. 
Int'l Dev. Assn. (IDA VI) 
Asian Dev. Bank 
Asian Dev. Fund 
African Dev. Fund 
African Dev. Bank 
Special Facility for 

Sub-Saharan ~frica 
IO&P (Voluntary Contrib.) 

I-FAD 
-~S--I-LAT-ERAL ASSISTANCE - AID 

Ag. ·Ru,ral Dev. & Nut. 
Populati~n 

FY 1986 
POST 

GRAMM-RUDMAN 

36,367 
38,280 
11,197 

105,003 
27,827 

669,900 
11,397 
95,700 
59,573 
15,493 

71,775 
265,971 

669,895 
239,250 

FY 1987 
HAC 

MARKUP 

32,835 
34,562 

94,805 
25,125 

604,844 
10,291 
86,406 
53,788 
13,988 

64,805 
238,995 
(28,710) 

619,839 
239,250 

FY 1987 
SAC 

MARKUP 

622,623 
13,233 

108,901 
62,827 

236,074* 
(28,710) 

649,500 
230,000 



Health ! 
Child Survival Fund 
Education & Hum. Res. 
Selected Dev. Act. 
Science & Technology 

Sahel Dev. Program 
Private Sector Revolving Fund 
ASHA 
Disaster Assistance 
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FY 1986 
POST 

GRAMM-RODMAN 

192,189 
23,925 

162,642 
166,862 
10,326 
77,038 

(17,226) 
33,495 
21,532 

Housing Guaranties (Limitation 
on Guaranteed Loans) 

Housing Guaranty Reserves 
For. Serv. Ret. & Dis. 

(145,464) 

Trade credit Insurance Program 
AID Operating Expenses 

43,122 
(250,000) 
360,167 

(376,400) 
General 20,145 

5,000 
Oper. Expen. - AID Inspector 
Deob/Reob Reappropriation 
Economic support Fund 
Trade & Development Program 
Peacekeeping Operations 
Int'l Narcotic control 
Inter-American Foundation 
African Dev. Foundation 
Peace corps 
Migration & Refugee Ass't 
Emergency MRA Fund 
Anti•-Terrorism Assistance 

3,.540,642 
18,087 
32,538 
55,055 
11,454 

3,706 
124,410 
324,356 

overseas Priv. Invest. corp. (OPIC) 
(Limitation on dir. loans) 
(Limitation on ·guar. loans) 

7,101 

(13,637) 
(136,372) 

MILITARY ASSISTANCE 
Military Assistance Programs 
IMET 
f or. Mil. Credit Sales 

EXPORT-IMPORT BANK 
!(Limit on Direct Loans) 
\. (Limit on Guaranteed Loans) 
'-f'Limi t on Admin. Expenses) 

Expo):!: Financing 
', ..... , 

'- ' · 

748,374 
52,147 

4,966,830 

(1,062,270) 
(11,484,000) 

(17,568) 

FY 1987 
HAC 

MARKUP 

173,525 
50,000 

146,847 
135,657 

9,323 
69,557 

(15,553) 
33,495 
19,441 

(145,464) 

45,492 
(250,000) 
340,600 

18,189 
100,000 

3,196,798 
16,331 
29,378 
65,445 
11,800 

3,872 
130,000 
347,525 

25,000 
9,840 

(23,000) 
(200,000) 

675,697 
47,082 

4,264,744 

(900,000) 
(11,350,000) 

(,17,568) 

FY 1987 
SAC 

MARKUP 

160,000 
75,000 

155,000 
145,000 
10,000 
70,000 

(13,500) 
35,000 
20,000 

(145,464) 

45,492 
(300,000) 
340,600 

21,750 
100,000 

3,900,000 
20,000 
34,000 
65, 44.5 
10,800 

6,500 
130,000 
346,856 

9,840 

(15,000) 
(150,000) 

65,000 
4,922,523 

(900,000) 
(12,000,000) 

(19,175) 

l/ AI·so~· °"included bill language permitting use of DA and - ESF program funds 
to pay cert-~n<og_erseas OE costs. HAC Report says total FY 8 7 OE 
appropriation-----.sho·_li"l~ equal $370. 4 million . 

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

"· 
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11 SAC bill contains identical . language permitting use of DA and ESF t~ 
pay for program-related overseas operating costs. SAC report permits the 
total FY 87 OE level (i.e., combination of appropriated and program funds-) 
to be up to _$388 . . 9 million. 

*Details on IOfP voluntary contributions attached. 

AID Related Provisions: 

The following is a summary of the major AID-related legislative prov.isions 
_ agreed to by the SAC for FY 1987. 

Development Assistance 

- Agriculture; 

Provides up to $5 million for new development projects of private 
entities and cooperatives using surplus daily products. This is 
identical language to the HAC bill. 

Earmarks $6 million for the Vitamin A deficiency program. This is 
identical to language in the HAC bill. 

Provides that up to $10 million may be provided to the catholic 
Church in Poland for agricultural activities. 

~ Population Planning: continues the existing prohibitions against 
funding for abortions and abortion-related activities. Also includes 
the current •informed consent• language and the •Kemp/Inouye/Helms• 
amendm~nt prohibiting funding of programs that participate in the 
management of coersive abortion programs .. 

Education: Earmarks not less than $6 million for the Internationa~ 
Student Exchange Program~ 

Selected Development Activities: 

Earmarks not less than $5 million for cooperative projects among 
the United States, Israel and developing countries. This ·is the 
same as the HAC provision. 

Earmarks not less than $5 million for the central American Rural 
Electrification support project. 

Africa: Provides that DA and Disaster Assistance for Sub-Saharan 
Africa are to be administered in accordance with provisions of · the 
Kennedy-Kasten bill (S. 2208). 



ESF 

- 5 -

Operating Expenses (OE): 

Provides a $15 million ceiling for contributions to the Foreign 
Affairs Administrative Support (FAAS). 

-
AllowsiAID to charge certain program-related overseas operating 
costs to program funds. Report language permits a total of $388.9 
million to be available for FY 1987 OE. • 

continues to earmark at least 10% of DA funds for minority 
enterprises. ,This earmark for minority contrac.ts is identical to 
the HAC provi~ion sponsored by Rep. Bill Gray. 

AID's Inspector General (IG): 

Allows up to 3% of AID's OE to be transferred to the IGOE. 
This is identical to the HAC position. 

Permits AID program funds to be us~d for overseas operations of 
the IG. 

Provides that the full time equivalent staff years (FTEs) for 
the AID IG be at least 193 in FY 1987. 

Provides that no funds may be used to relocate the overseas 
Regional Offices of the Inspector General to other countries, 
except for emergency evacuations. 

Stipulates that no more than $1.6 million of the IG's OE can be 
used to reimburse AID for its administrative support. 

Housing: Provides authority to borrow from the Treasury sufficient 
funds to maintain an . adequate level of housing guarantee contingency 
reserves in FY 1987. This provision is identical to the HAC bill. 
Mandates the use of $145 million in loan guarantees to carry out the 
HG program in FY 1987. Also identical to the HAC bill. 

Israel: Earmarks $1.2 billion for Israel as a cash transfer to be 
disbursed within 30 days of enactment of this legislation or by 
October 31, 1986, whichever is later. This provision is iden_tical to 
that contained in the HAC bill. 

Egypt: Earmarks $815 million grant assistance for Egypt, of which at 
least $115 million shall be provided as a cash transfer and not less 
than $200 million of which shall be provided as a commodity import 
program (CIP). Also authorizes AID to increase the amount of Egypt's 
cash transfer for the implementation by the GOE of a comprehensive 
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structural economic reform program. Any increase in cash transfer beyond 
$115 million is subject to congressional notification and a description of 
the economic reforms undertaken by the GOE. 

Administr~tion of Justice: Earmarks up to $20 million for this 
✓ program. r 

El Salvador : 

Retains the current requirement that ESF funds deposited in El 
Salvador's Central Reserve Bank be maintained in a separate 
account. 

Provides up to $1 million for the Special Investigative Unit of 
the GOES investigating the murders of u.s. citizens in El 
Salvador. Also requires that a report of the investigation be 
provided to the congress. 

Tied Aid credits: Provides a ceiling of SS million from ESF for tied 
aid credits, unless the President determines that it is in the U.S. 
national interest to _provide more and so notifies congress. 

DA for cash Transfers: Provides that DA funds may be used as a cash 
transfer if the President dete~mines that such grant assistance will 
promote the long~term development objectives of the o.s. 

Cyprus: Provides at least $15 million in ESF for Cyprus. 

Mozambique: Provides that ESF can only be used in support of the 
private sector. 

Jordan: Provides up to $15 million in additional ESF to Jordan (for 
the West Bank). -

Afghanistan: Earmarks $30 million from the DA and ESF accounts for 
humanitarian assistance to the Afghan people. {Report language 
states the committee's intention that $20 million be from DA and $10 
million from ESF.) 

Cambodia: .,Earmarks at least $5 million from ESF and MAP for the 
Cambodian Non-communist resistance forces. 

Obligation cap: Provides that not more than $3.5 billion of the $3.9 
billion appropriated for ESF can be obligated during FY 1987. 

General Provisions: 

- TWo Year Money (Sec. 516): All funds are available for obligation 
through September 30, 1988. 
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- Development Assistance Availability: All FY 1987 DA funds must be 
obligated by September 30, 1988. Once obligated, these DA funds will 
remain available until expended~ 

- Deob-Reob=Authority (Sec. 514): Expands this authority to allow 
deobligated ~unds to be reobligated between countries and accounts, 
subject to congressional notification. 

- Narcotics control (Sec. 535): 

Provides that not more than 50% of funds for Jamaica and Peru can be 
obligated until it is determined that each country is responsive to 
the drug control concerns of the USG. This provision is identical to 
that in the HAC bill. 

Provides · that any ESF, MAP, IMET or FMS to Bolivia be subject to th& 
provision of Sec. 611 of the International Security and Development 
cooperation Act of 1985. This provision is identical to that 
contained in the HAC bill. 

- Environmental concerns (Sec. 538): Provides that AID and u.s. embassies 
prepare, to the ~xtent feasible, environmental analyses of multilateral 
development bank projects, based on available information. Further 
provides that AID consider establishing an advisory committee on Health 
and the Environment regarding industrial chemicals. 

- Universal tmrnunization (Sec. 546): · Encourages AID to set a goal for the 
immunization by l .990 of 80% of the children in AID-recipient countries. 
Language is identical to that contained in the HAC bill. 

- Ethiopia (Sec. 547):Prohibits funding activities associated with the 
GOE's forced resettlement or yillagization programs. 

- Budget and Impoundment Act (Sec. 548): Defines wprogra~, Project and 
Activityw ((PPA) as the aggregate of funds .provided for each title in 
this bill and reduces PPA's by the percentage each title is reduced. 

- Philippines ceiling (Sec. 553): Repeals existing statutory ceilings on 
aid to the Philippines. 

- Report Requirements (Se~t. 550): Stipulates that no funds can be 
obligated or disbursed if a report (required by law or the SAC report) 
to be sent to the congress or the Appropriations committees is late. 

The foreign assistance appropriation bill reported today by the SAC will 
be folded into the FY 1987 continuing Resolution (CR) when that measure is 
marked up next week by the SAC. 



- 8 -

House Appropriations committee Reports CR 

The House Appropriations committee (HAC) today marked up and reported out 
the FY 1987.Continuing Resolution (CR). 

-
By a voice vot¼ the committee approved a Whitten-Conte substitute which 
provides funds for revenue sharing funds and funds for the Omnibus Drug 
Bill. chairman Whitten had planned to make an across-the-board cut of 
1.25% to each program to offset the ·funding increases required for the 
federal revenue sharin·g and the anti-drug provisions. But., by voice vote, 
the committee adopted an amendment by Conte to the Whitten-Conte 
substitute to report the CR out without across-the-board reductions. An 
amendment to the Conte amendment by Rep. Yates to require the appropriate 
committees to pass legislation to raise revenues to pay for the funding 
increases required for the federal revenue sharing and the anti-drug 
section failed by a vote of 28 to 24. The only foreign aid amendment was 
a technical amendment by Obey to adjust the amounts provided for the 
Inter-American Foundation. The committee approved language by Rep. 
Coleman to encourage AID to provide scholarships for Mexican students 
under AID's Education program. • 

Rep. Murtha, who had been expected to offer an amendment to provide 
additional aid for the Philippines1 did not. 

At t-0morrow's Rules committee hearing, Rep. Fascell is expected to ask for 
a rule to allow him to offer an am~ndment to the CR to provide 
authorizations for additional aid for the Philippines/. Haiti, Child 
survival and Biological Diversity. The CR is expec~ed to go to the House 
floor on Thursday. 

Senate Action on CR 

senator Hatfield said today that the full SAC will mark up the FY 19a7 CR 
next Tuesday, September 23. Hatfield indicated that he would meet this 
week with 0MB to ascertain what the Adminstration is seeking in the 
government-wide CR in order to recomme~d that the President sign this 
measure. Hatfi~ld indicated that he would hold all appropriations within 
the CR to their 302(b) allocations. The FY 1987 CR is expected to include 
twelve of the regular thirteen appropr~atio7 bills. 

Under Hatfield's proposed schedule, the CR ~ould go to the Senate floor as 
early as Thursday, September 25, with the hbpe of completing the CR 
conference by Monday, September 29. However-) ., it is possible that the 
first CR could be vetoed, especially if it si,gn,ificantly increases funding 
for certain (domestic) programs beyond the requ_~-st level. The possibility 
of a Presidential veto of the CR was heightened ~~o~ay when the HAC 
reported a measure that is almost $5 billion above tb---e- Gt-a-mm-Rudman target 
in outlays. 
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HFAC International Operations ~eazing on EEO in the Foreign Service 

Jay Morris will testify tomorrow afternoon at 2:00 before the House 
Foreign Affairs subcommittee on International Operations concerning equal 
employment opp~rtunity in the Foreign Service. Other witnesses are George 
vest (State), Woodward Kingham (USIA), and congressmen George Crockett and 
Robert Garcia. 

congressional Notifications 

Following an exchange of letters between the HFAC Africa Subcommittee and 
Mark Edelman confirming the agreement reached in discussions on the Zaire 
AEPRP program, the HFAC released its hold today on the Structural 
Adjustment Support project (660-0121). 

cc: 
Jay Morris 
Marshall Browµ 
Richard Bissell 
Dick Meyer 
Tom Blank 

LEG:MOSulli van/.JDuncan: 7-8441: 4449G-·· 



. - VOLUNTARY CONTRIBtrrIONS TO rnTEFNATIONAL ORGANIZATIONS AND PROGRAMS 

(tcllars in thous~) 

Fiscal Year House Kasten/Inouy1 

1987 Request ~ndation Reccmmendatit 

U.N. Cevelopment ?rogram (UNDP) ........ . 
U.N.D.P. Trust Fund to Combat Povetty 

and Hunger in Africa ................. . 
u. N. Olild.Ten I s Fund (UNICEF) ........... . 
International Atomic Energy . Agency ..... . 
U.N. Environment PTogTam (lNEP) ........ . 
WoTld M!teorological Organization. ..... . 
CenteT on Human Settlements ............ . 
In-cerna.tional C.Onvention and 

Scientific Organization 
Contributions (ICSOC) ........ ~ ....... . 

U.N. Ca-piw Devel~t Fund (UNCDF) .. . 
U.N. Educ:.a:tiona.l and Training Program 

for Southern Africa (UNETPSA) ........ . 
U.N. I:evelopmen:t Fund fbr Women 

(lliimQ .............................. . 
t.NIIO Investment Promotion Service 
C.Onvention on International · Trade 

in Endangered Species ( ClTES) ........• . 
U.N. Vol1.mtarr Fund fOT Victims of 

To-r-c.ire (~ ............ -...... -.... •. 
WoTld Food ProgTam (WFP) ............... . 
U. N. Trus-t Fund £OT South Africa 

('t.J?'.tI'FSA.) . . . . . . . . . . . . . . ;, . . . . . . . . . . . . . . . 
U. N. • Fellowship Program ................. . 
u. N. Institute foT Namibia (lliINJ . ~ .... . 
Intern.ationa:l Fund for AgTicul tural 

Development (IFAD) ................... . 
--IFAD Special Facility for Africa ... . 

WoTld HeTi tage Fotmda'tion .............. . 
OAS Developmen-c Ass ist:mce Programs .... . 

TOT.AL 

$102,500 

........ 
34,200 
ZO,S00 
, 6,800 
Z,000 

........ 

Z,.300 
l,800 

900. 

4S0 
300 

zoo 
100 ........ 

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

........ 
(24,SOO) 
........ 

.. ......... 
13,950 

186,000 

$107,500 

1,368 
51,080 • 
ZO,S00 
8, 61.3 
l ,S1.8 

383 

l,lZS 
861 

789 

219 ......... 
172 

86 
1,818 

250 
197 
219 

28,710 
(10,000) 

219 
12,908 

$112, 5( 

. ....... 
51 ,oc 
zo,sc ....... 
2,00 

40 

Z,.30 
8 

7 

z: 
31 

~ 

1, s: 
2.: 

28, 71 
(10, QC 

21 
13,95 

236,07 
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Administration Puts Fresh Focus on World Bank 
As members of Congress and the 

Reagan administration search for 
ways to cut the nation 's record trade 
deficit, the White House is consider­
ing how to use some of its least-fa­
vored policy tools: the international 
development banks. 

A more prominent role for the 
development banks appears to mark a 
major shift in President Reagan's pol­
icy. In the past, the administration 
has cut funding for the World Bank 
and other multilateral lending institu­
tions, preferring direct-aid programs. 

But with many nations saddled 
by enormous international debts, U.S. 
businesses face declining purchase or­
ders from foreign customers who no 
longer can afford American products. 

To help financially strapped coun­
tries, the administration is drawing up 
proposals that would more closely co­
ordinate the long-term activities of the 
World Bank wjth the emergency rescue 
goals of the International Monetary 
Fund. Plans may be outlined when the 
bank and IMF hold their annual meet-

. ing in Seoul, South Korea, Oct. 8-11. 
The administration's fresh inter­

est in the banks, however, has met 
with caution in Congress. It remains 
unclear whether Reagan is prepared to 
seek more funding for the banks, and 
Democrats are skeptical of the admin­
istration's intentions. "The adminis­
tration . .. has been hostile" toward 
the multilateral development banks, 
says Rep. Stan Lundine, D-N.Y. 

Republicans, such as Jack F. Kemp 
of New York, are waiting to see for an 
opposite reason: They want the admin­
istration to prod the banks to spur pri­
vate enterprise more aggressively. 

And most members of Congress, 
unfamiliar with the banks, are suspi­
cious of boosting foreign aid at a time 
when Reagan is asking members to cut 
domestic programs. 

The development banks - espe­
cially the giant World Bank - long 
have been controversial in Washing­
ton. They have poured billions of dol ­
lars into Third World development 
projects - roads, dams, power plants 
and schools - earning them the sup-

-By Nancy Green 

Reagan Policy Shift 
Prompts Skepticism 

port of many in Congress who believe 
in an international approach to easing 
world poverty. (Chart, p . 2000) 

But many conservatives have crit­
icized the banks for promoting govern­
ment programs and ignoring private 
industry. Kemp and a handful of his 
allies have escalated those attacks in 
recent years, arguing that bank pro­
grams have led to high-tax, big-spend­
ing policies that contributed to the 
debt problems of developing coun­
tries. (Box, p. 2003) 

Background 
The administration's new activ­

ism on international debt comes after 
Reagan and key allies announced 
steps aimed at reducing the U.S. trade 
deficit, estimated at $150 billion this 
year. On Sept. 22, the United States 
and four other nations announced 
they would work to reduce the value of 
the dollar against other currencies. 
The next day, Reagan unveiled a 
package of administrative and legisla-

tive trade proposals aimed at combat­
ing " unfair" trade practices in world 
markets. (Weekly Report pp. 1907, 
1908) 

The triple focus on trade, the dol­
lar and international debt is likely to 
lend credence to calls by members, in­
cluding Kemp, Lundine and Sen. Gary 
Hart, D-Colo., to link those issues. 

These members argue that a ma­
jor cause of the trade deficit is the 
collapse of U.S. markets in Latin 
America, Africa and Asia. 

Developing nations in Latin 
America, Africa and Asia have accu­
mulated a debt burden of between 
$800 billion and $900 billion, accord­
ing to the World Bank. Many of these 
countries have little chance of repay­
ing that money. 

"Third World nations represent 
the strongest potential market for ex­
panding U.S. exports," said Hart. 

But nations encumbered by debt 
have slashed their purchases of U.S. 
goods. 

"There is a little awareness, but 
not a lot," about the links between the 
t rade imbalance and the debt crisis, 
Lundine said. 

"We have to do a better job of 
. educating. our colleagues," about in-

World Bank programs, such as an irrigation system at a rice paddy in Sri Lanka, have 
helped Third World countries develop their economies. 

COP l'R IG HT 1985 C0NG RE5Sl0 N Al O UARTE Rl Y INC 
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Major International Banks: What They Are ... 

' 
International Bank for Reconstruction 148 Provides financial and technical aid, primarily agriculture, 

::ii:: 
z 

and Development (IBRD) utilities, telecommunications, water supply and sewerage; 
also transportation, health, population programs. 

< 
CIQ International Development Association 133 Gives monetary and technical aid to the poorest nations, 
Q ... 
c:.: 

(IDA) mainly in Asia and sub-Saharan Africa. Concentrates on 
agriculture, rural development. 

0 :: 

L 
International Finance Corporation (IFC) 127 Promotes private enterprise in developing countries 

through projects that expand or diversify business. 

Inter-American Development ·Bank 43 Gives loans and technical aid for investment of public 
(IDB) and private capital in Latin America and the Caribbean. 

,. Focuses on energy, industrial, transportation and health 
projects. 

Fund for Special Operations (FSO) 43 IDB arm that provides very-low-interest loans for the 
less-developed Latin American countries. Focuses on 
health, education, energy, transportation. 

II) Inter-American Investment Corporation - Created on recommendation of Kissinger commission. 
::ii:: 
z 
< . 

(IIC) I Helps Latin American and Caribbean private enterprises, 
especially small and medium-sized businesses. 

CIQ ... 
< 

Asian Development Bank (AsDB) 45 Aids Asian-Pacific nations, among them Bangladesh and 
Western Samoa. Focuses on food, rural development, en-z 

Q 
- ergy, transportation, communications. 

~ 
1,1,1 

r::i::: 
Asian Development Fund (AsDF) 45 Provides the poorest nations in the region with long-

term, no interest loans. 

African Development Bank (AfDB) 75 Supervises and funds food, water, transportation and 
other projects in Africa. 

African Development Fund (AfDF) 75 Helps the poorest African nations develop agriculture, 

. transportation, utility and other projects . 
~ . . , 

' IIC Approved but not operating. 
• Under planned payment schedule for most current capital increase/ replenishment. 

ternational economic problems and 
the role that the World Bank and 
other multilateral banks can play to 
solve them. said Rep. Matthew F. Mc­
Hugh, D-i\.Y., a strong supporter of 
the banks. 

According to the Commerce De­
partment, the U.S. trade deficit was 
$123 billion in 1984. Of that imbal­
ance, $52.5 billion was with developing 
countries, many of which are served 
by the Worid Bank and other lending 
institutions.. Japanese trade accounted 
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for $36.8 billion of the shortfall. 
And, the Overseas Development 

Council estimates, the United States 
has lost nearly 1.4 million jobs due to 
economic decline within lesser-devel­
oped and newly industrialized nations. 

Administration Plan 
The heart of the White House 

plan is a proposal to coordinate the 
development programs of the World 
Bank more closely with the emergency 
rescue operations of the IMF. 

COPYRI G HT 198 ~ CONG RE SSIONA L OU AIHERlY INC. 
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The IMF is a lender of last resort. 
It lends small amounts of money to 
nations to help them repay their for­
eign debt. It also requires countries to 
take steps, including cutting govern­
ment spending and trimming imports , 
to stabilize their economies and at­
tract loans from private banks. 

Such austerity programs are 
widely resented in the Third World , 
especially when private banh have 
not boosted their lending. 

Senior administration officials, 
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• • • And How They Help . Developing Countries 

- ,,,... .... 
. AYEAR '.,.,~ 
;,EST BUSHED i .. 

~ fil'~d 
1945 15-20 yrs. Borrowings on interna-

Washington, 8.82% tional capital markets 11,358 20.0% 1987 
D.C. 

1960 50 yrs. 0.75% Contributions from do-
Washington, service charge nor members 3,028 25.0% 1987 

D.C. 

1956 6-12 yrs. Paid-in capital, borrow-
Washington, commercial ings 609 26.9% 1990* 

D.C. fixed rates 

1959 · 15-25 yrs. Borrowings on int'I 
Washington, 9.5% capital markets 3,215 34.7% 1987 

D.C. ~,.:~ 

1959 25-40 yrs. Contributions from do-
Was_hington, 2-4% nor members· 307 41.3% '1987 

D.C. 

Washington, D.C. Paid-in capital 1988 

1966 10-30 yrs. Borrowings on int'I 
Manila, 9.65% capital markets 1,551 16.3% 1988 

Philippines 

1966 40 yrs. 1% Contributions from do-
Manila, service nor members 684 16.2% 1987 

Philippines charge 

' 1963 12-20 yrs. Borrowings on int'I 
Abidjan, 10.55% capital markets 495 7.4% 1987 

Ivory Coast 

1973 50 yrs. 0.75% Contributions from do-
Abidjan, service nor members • 369 15.4% 1988* 

Ivory Coast charge 

• New capital increase/replenishment for which authorization is being sought. 

including Secretary of the Treasury 
James A. Baker III and Secretary of 
State George P . Shultz, fear that po­
litical and financial pressures in 
debtor nations could intensify, dan­
gerously straining their governments 
and the world banking system. 

To ease those pressures, the ad­
ministration is weighing several po­
tential strategies for the World Bank: 

• Using some bank resources to ex­
pand an IMF trust fund. The fund 
would be earmarked to aid the poorest 

SOURCE: Treasury Department and development banks 

nations, particularly those in drought­
stricken Africa, for five years. 

• Increasing bank lending. The 
bank lent only about $11.4 billion last 
year because many nations rejected 
the strict conditions that the bank 
places on its loans. The White House 
would like to see the World Bank lend 
up to its current limit of about $13.5 
billion. At the same time, it wants the 
bank to keep up pressure on debtor 
nations to streamline their economies 
and promote economic growth. 

COPYRlGHI 19B5 CONGRESSION AL OUA IHERlY INC 
Rep rodvchon p1oh,b ,ted ,n whole or ,n po n e~ce p! b r ed11or,o l <hen1, 

• Increasing the bank's use of struc­
tural adjustment loans, which are de­
signed to help recipient countries 
make major changes in the basic 
structure of their economies, such as 
switching from agriculture to manu­
facturing. 

• Boosting the bank 's loan guaran­
tees , with the aim of inducing private 
banks to increase their lending. 

These proposals amount to shifts 
in the World Bank's and IMF's roles 
and priorities. The big question re-

Oct. 5, 1985-PAGE 2001 
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mains how much new money will be 
needed and whether the White House 
will request it from Congress. 

The administration has opposed a 
major new increase in the World 
Bank's lending power. White House 
officials argue that the bank has 
money to spare, and should first loan 
up to its current limit. 

The administration also is refus­
ing to make long-term commitments 
to fund the other banks, saying it 
wants to examine each bank's needs. 

The administration may try to in­
duce the World Bank and IMF to 
share resources or redirect existing 
funds or future earnings toward easing 
the debt crisis, congressional aides 
predict. 

Rep. David R. Obey, D-Wis., and 
other supporters of the banks, how­
ever, remain wary of the administra­
tion's intentions. They point out that 
the administration: 

• Refused earlier this year to par­
ticipate in a new program run by an 
arm of the World Bank aimed at 
weaning drought-stricken African na­
tions from emergency aid. 

The White House argued that ex­
isting multilateral programs and di­
rect aid would work better than the 
World Bank-administered program. 

• Opposed in 1984 a major increase 
in the International Development Asso­
ciation, a World Bank branch that lends 
to the world's poorest nations. 

The White House argued that two 
large recipients -----,- India and China -
should "graduate" from the program, 
freeing up money for African and 
other needy countries. U.S. opposition 
resulted in a $3 billion reduction in 
IDA's lending pool. 

• Pushed direct U.S. foreign assis­
tance rather than multilateral pro­
grams, and military . instead of eco­
nomic aid. Multilateral.aid made up 8 
percent of Reagan's $16.7 billion fiscal 
1986 foreign aid budget request, while 
23 percent was directed toward direct 
aid and 65 percent was earmarked for 
"security" aid, former World Bank 
President Robert S. McNamara told 
the House Banking Subcommittee on 
International Development Institu­
tions and Finance in September. 

The White House probably will 
continue to pressure the multilateral 
development banks to target more aid 
to nations' private sectors. Reagan of­
ficials argue that development banks 
in the past have helped government 
bureaucracies and costly and inef­
ficient state-run enterprises at the ex­
pense of private business. 
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Congressional Strategies 
The administration's plan to 

change the banks ' role faces poten­
tially conflicting pressures on Capitol 
Hill. Conservative Republicans are , 
likely to insist that the administration 
continue to emphasize private-sector 
development. 

The four Republican members of 
the House Appropriations Foreign 
Operations Subcommittee - Kemp, 
Jerry Lewis, Calif.; Mickey Edwards, 
Okla. ; and John Edward Porter, Ill. -
say they will not back new funds for 
the development banks unless the in­
stitutions urge Third World nations to 
adopt policies - such as cutting taxes, 
liberalizing trade and curbing govern­
ment spending - that those members 
believe are vital to economic growth. 

"I want to wait and see" what 
steps the administration takes to en­
courage the banks to aid private-sec­
tor development, Kemp said on Sept. 
30. 

"I'm not going to make a whole­
sale onslaught on the multilateral in­
stitutions" added Kemp, who has 
tried several times to transfer funds 
intended for the multilateral banks to 

"We have to do a better job 
of educating our col­

leagues" about interna­
tional economic problems 
and the role that World 

Bank and other multilat­
eral banks can play to 

solve them. 
-Rep. Matthew F. McHugh, 

D-N.Y. 
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foreign aid programs run directly b,· 
the United States. -

"I would like to keep them mod­
estly funded," Kemp said. 

Other members of Congress can 
be expected to encourage the adminis­
tration to increase the World Bank 
role in the international debt problem. 

Longtime Democratic backers of 
the World Bank, such as Lundine, ar -­
gue that the banks can offer expert 
advice to debtor nations. Moreover. 
that advice, because it comes from 
many donor nations, has the advan­
tage of "protecting [the United 
States] from political feedback that 
sometimes is generated from reforms," 
McHugh argued. 

Bank programs are also more 
cost-effective than direct U.S. aid , 
bank backers claim, because multilat­
eral banks can bolster U.S. contribu­
tions with funds from other nations, 
private banks, and bank earnings. 

The Link to Trade 
The administration plan is likely 

to generate interest from Hart and 
other members who link the U.S. 
trade deficit to international debt. 

Developing and newly industri­
alized nations "have historically ab­
sorbed 40 percent of our exports, •· 
Hart said on Sept. 17, while outlining 
a trade bill that he plans to introduce 
during the week of Oct. 7. 

Yet many of those nations are us­
ing money they would otherwise spend 
on U.S. goods to repay their foreign 
debts. Furthermore, the IMF directs 
debtor nations to restrict their pur ­
chase of imported goods until they can 
stabilize their economies. This re ­
quirement is blocking sales of U.S. 
goods abroad. 

Hart's bill may call for an interna­
tional conference to examine the ef­
fects of IMF austerity programs. 
which pose a conflict with U.S. efforb 
to promote American exports. 

Hart 's measure also may sugges, 
that new U.S. contributions to deve l­
opment banks be linked to debtor na 
tions' steps to lift import barriers 
boost exports and take other steps t, 
help private businesses grow. 

House Republicans take a simila 
tack in a trade measure they are draft 
ing. 

That bill may direct U.S. repr E­
sentatives to the World Bank an< 
other multilateral banks to encoura~ 
debtor nat ions to end import n · 
strain ts. 

In addition, the measure may ir 
struct those U.S. representatives , 
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Kemp, Allies: Filling in a Policy Vacuum 
The intellectual tone for the Reagan administra­

tion's re-examination of the World Bank has been set by 
conservative Republicans, including Rep. Jack F. Kemp, 
N.Y., who long have been pressing for a reordering of 
the bank's priorities. 

Kemp and fellow Republicans on the House Appro­
priations Subcommittee on Foreign Operations - Jerry 
Lewis, Calif.; Mickey Edwards, Okla.; and John Edward 
Porter, Ill . - want the World Bank and other multilat­
eral development banks to promote in other nations the 
sort of tax cuts and economic growth policies the Rea­
gan administration has pursued in the United States. 

"We're trying to encourage the [administration] to 
do in foreign policy what we're doing in domestic eco­
nomic policy - or .at 
least more of it," Kemp 
said m a Sept. 30 
interview. " I just keep 
reminding them what 
caused America's 
growth." 

That approach has 
prompted some Demo­
crats to complain that 
the White House is lis­
tening too closely to 
Kemp, to the detriment 
of the banks. 

"The administration 
consulted with Kemp Rep. Jack f. Kemp 
and perhaps a few oth-
ers" about how much money the United States should 
give the International Development Association (IDA), 
said Matthew F. McHugh, D-N.Y., a strong defender of 
the banks. The IDA is a World Bank branch that aids 
th!_) world's poorest nations. 

The administration used Kemp 's opposition to jus­
tify cuts, particularly to other donor countries, he said. 
"Some of us feel that the administration has not dealt 
entirely straightforwardly on this matter. Jack Kemp 
does not represent all of Congress," McHugh added. 

In 1983 and 1984, Kemp and his allies successfully 
urged the administration to make a substantial cut in 
U.S. funding for the IDA. (1984 Almanac p . 124) 

Last May, David R. Obey, D-Wis., chairman of the 
House Foreign Operations panel and a staunch ally of 

the development banks, de,manded that the White 
House garner support for its budget requests for the 
banks from Kemp and other Republicans. Otherwise, 
Obey said, he would oot defend the administration bud­
get for the banks. (Weekly Report p . 1007) 

After sparring with Obey, all four Republican sub­
committee members told the Treasury Department that 
they would tie support for bank funding to the banks' 
steps to adopt economic policies more to their liking. 

Last summer, following a pattern of earlier years, 
Kemp offered several amendments in committee to the 
fiscal 1986 foreign aid appropriations bill (HR 3228) to 
shift foreign aid from multilateral to direct aid programs 
and from development aid to security assistance. His 
amendments to HR 3228 were not adopted. (Weekly 
Report p. 1575) 

Conservative Republicans have been aided in their 
efforts to shape administration policy by the banks' 
relatively low political profile. "We've been all but in­
visible the last few years," said a World Bank official. 

Few senators in recent years have actively pursued 
development bank issues. One who has is Bob Kasten, 
R-Wis ., who, like conservative Republicans in the 
House, has prodded the administration to trim World 
Bank funding. 

Another key to the House Republicans' influence 
on the banks has been the role of congressional staffers. 
A former Kemp aide, Joe O'Neal Rogers, heads the 
Asian Development Bank, which the White House con­
siders among the best-managed of multilateral develop­
ment banks and an innovator of new programs. 

A Treasury Department aide who oversees the 
banks, _James W. Conrow, is a former aide to Rep. C. W. 
Bill Young, R-Fla., a vocal critic of the banks while 
ranking minority member of the House Foreign Opera­
tions panel before Kemp. 

Kemp and his allies now have to work with a new 
set of administration officials, as senior staff members of 
the State and Treasury departments and other agencies 
focus their attention on the banks. 

It remains to be seen how well congressional conser­
vatives will work with those officials. But their success 
so far seems to bear out a World Bank official's light­
hearted assessment: "If you have two dedicated people, 
you can take over the Hill." 

-By Nancy Green 

block bank aid to developing nations 
that put "unfair" restrictions on U.S. 
imports or investment. 

Several other members have ac­
knowledged the link between the 
trade crisis and international debt. 

3035) to place a surcharge on imports , 
told the Ways and Means Committee 
on Sept. 17 that he would consider 
exempting Brazil from that measure. 
(Week ly Report p . 1855) 

large private banks that have lent bil­
lions of dollars to developing coun­
tries. That suspicion nearly sank ad­
ministration efforts to increase IMF 
funding in 1983. (1983 Almanac p . 
241) 

Senate backers of a bill to curb 
textile imports redrafted the measure 
to drop restrictions against Brazil , a 
major debtor nation. (Weekly Report 
p . 1755) 

And Rep. Richard A. Gephardt, 
D-Mo. , a main sponsor of a bill (HR 

While an awareness of the con­
nections between international debt 
and trade is beginning to spread in 
Congress, it will not be easy to sell 
members on the White House plan to 
use the banks to ease the debt crisis. 

Many members must be con­
vinced that the plan is not a bailout of 
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Convincing members to support 
any boost for the development banks 
"will take a strong push from the ad­
ministration," a World Bank official 
said, adding: "There are only about 
five people on Capitol Hill who follow 
the banks." I 
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Seems like we finally have a deal between Kasten and Obey. To the best 
of our collective knowledge (NSC/OMB/State) it appears that the parts add 
up to a sum larger than the 302(b) allocation -- but nobody is worried abou 
this. There is an unspoken understanding that ttroom will be madett when all 
the pieces of the CR puzzle are put back together. We have ended up with 
3,550 for ESF (including the 200m for the Philippines, and with a slight 
reduction of the Pakistan earmark by 27.Sm); 4,400 for FMS; 950 for MDB's 
(this fulfills Treasury's request for a minimal addition of 150 to the Kast 
mark); 50m for disaster assistance for El Salvador (appears not to have com 
at the expense of anything else in the 150 account). Overall, it is probab 
the best we could possibly have expected. It is also very fortunate that 
some agreement was reached because we would have paid a very dear price if 
foreign ops portion of the CR had been brought back in disagreement for flo 
debate and separate votes. We will have greater detail in the a.m. 
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Following is an address by Ronald I. 
Spiers, Under Secretary for Manage­
ment, before the National Council on 
World Affairs Organizations, 
Washington, D.C., October 15, 1986. 

I welcome this opportunity to talk to a 
distinguished group of leaders in the • 
field of international affairs. Because 
you have the knowledge and interest, 
you are in a position to make yourselves 
heard and influence the course of 
American policies. 

My message today is a simple and a 
blunt one: if we continue in the direction 
we are going, we will put at risk all that 
we have accomplished in recent years in 
the area of foreign policy. The tragedy 
will be that this is not a consequence of a 
deliberate national decision or the result 
of a national debate but of what history 
may see as a series of sins of omission. 

I have worked in the diplomatic 
vineyard for over 35 years, and I believe 
the United States has consistently 
underinvested in the resources it devotes 
to its diplomacy and to its relations with 
the rest of the world. A continental 
power, secure behind two oceans for 
most of its history, preoccupied with the 
taming of a continent, putting its 
energies into molding waves of immi­
grants into Americans, protected for 
years by the military power of friendly 
countries, America has not had a strong 
national tradition in foreign affairs. 
World Wars I and II shook us into a 
realization that we were not an island 
unto ourselves. After World War II, we 
began to reach for a world role commen­
surate with our power and our interests. 

Under Secretary Spiers 

The Fiscal Threat to 
U.S. Foreign Policy 
United States Department of State 
Bureau of Public Affairs 
Washington, D.C. 

We made mistakes along the way, which 
raised questions about the wisdom of the 
way we played this role. But the public 
interest did not turn inward or retreat 
into isolation. Our self-confidence was 
shaken, public trust in government 
authority stumbled but did not falter. 
But funds for defense, foreign 
assistance, diplomacy, and intelligence­
the four great national security 
"accounts"-were, for the most part, 
supported by American public opinion. 
And public support is the oxygen of 
government policy. What could be inter­
preted as a historic course correction 
had taken place. 

The American diplomatic score card 
since World War II is one in which we 
can take satisfaction: 

• We were in the forefront in 
rebuilding a world devastated by war. 

• We have stood clearly as a beacon 
for political freedom and individual 
liberty around the world. People from all 
over the world still try to come to this 
country. 

• We have built alliances with like­
minded nations, necessary components 
of a stable peace. 

• We have managed a potentially 
dangerous relationship with our principal 
adversary-the Soviet Union-without 
war and without relinquishing principle. 

• We have applied our skills suc­
cessfully to keep regional crises and con­
flicts from escalating to global confron­
tation. It is sobering to contemplate that 
warfare is now going on between or 
within 43 countries. 

• We have contributed significantly 
to the economic development of poorer 
nations and to the self-defense 
capabilities of our friends and allies. 

• We have focused world attention 
on the importance of human rights and 
have spotlighted abuses. 

• We have made increasingly effec­
tive common cause with others in com­
bating the scourges of narcotics and ter­
rorism, which transcend the ability of 
single nations to vanquish. 

• Our example has brought ever 
more people and nations to the realiza­
tion that free market economics offers 
more efficient, more productive answers 
to human needs-and are more compa­
tible with political freedom. 

These achievements do not come 
cheaply-except in comparison to the 
costs of their alternatives. 

U.S. Foreign Policy and 
the Foreign Affairs Budget 

Today, all this is under threat because of 
lack of understanding and attention to 
the resources that are required to run a 
successful diplomatic course. 

Americans take pride in our nation\; 
role as leader and defender of freedom . 
We take pride in our democratic institu­
tions. Even the most cynical believe that 
our political and economic system holds 
the greatest potential for improving the 
human condition. It has a proven record. 
It is worthy of emulation. 

But our nation's economic pros­
perity, its democratic freedoms, its 
military strength conspire to lull 



Americans into a false sense of self­
sufficiency. We suffer from a national 
schizophrenia: on the one hand, we want 
to influence, and even control, interna­
tional events. We seem somehow dis­
appointed or angry when we can't or 
don't, especially during a crisis. On the 
other hand, the American public views 
foreign relations as a sometimes inter­
esting diversion not requiring serious or 
sustained effort. The resource levels we 
provide for the conduct of foreign rela­
tions reflect this relatively low level of 
interest. 

We are the world's greatest power, 
but we spend only 2% of the Federal 
budget to finance all of our nation's 
foreign affairs functions. Twenty years 
ago, we spent twice that percentage. 
During the height of the Marshall Plan, 
foreign affairs accounted for lH from 
every budget dollar. 

This year, President Reagan 
requested $22.6 billion to carry out his 
foreign policy. This figure took into 
account the need to cut costs, to keep 
budgets lean, and to increase efficiency. 
Although only 2% of his budget, this 
amount would pay the operating costs of 
the State Department and the United 
States Information Agency, including 
the costs of maintaining our 260 
embassies and consulates around the 
world. It would pay for our nation's 
economic development and military 
security programs as well as human­
itarian assistance. It would pay our con­
tributions to multilateral development 
banks and international organizations. It 
would finance our efforts to combat the 
spread of narcotics and terrorism. Part 
of this amount would even pay for the 
Peace Corps and help us improve the 
safety and security of American person­
nel abroad. The taxpayer gets a lot from 
this small fraction of the Federal budget. 

However, when Congress wants to 
cut the Federal budget, it too often casts 
a covetous eye toward the foreign affairs 
budget. The current Continuing Resolu­
tion cuts the Administration's already 
lean foreign affairs budget request by 
about 25%. In one fell swoop, over a 
quarter of our nation's foreign affairs 
budget disappeared. 

Cutting the foreign affairs budget 
carries a price. We run the risk of 
dismantling the most important instru­
ment of our foreign policy: our ability to 
represent and support our interests and 
objectives abroad. 

Many Congressmen feel little 
pressure to spare the foreign affairs 
budget because most of their consti­
tuents are far more interested in 
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domestic issues. Also, many Americans 
have the mistaken impression that our 
foreign affairs budget swallows up a 
large portion of the tax dollar. If we in 
the Department of State have a natural 
constituency, it is groups such as yours. 
We hope you continue your active 
interest. 

The Department of State, which is 
the oldest and surely one of the most 
important departments of the govern­
ment, is also one of the smallest. The 
funds for the State Department's opera­
tions at home and abroad cost only four­
tenths of 1 % of the Federal budget. I 
contend that's the bargain of the 
century. 

The cost of a single Trident sub­
marine (about $1.5 billion) could pay the 
salaries and expenses for all State 
Department operations for an entire 
year, leaving some over to help us 
enhance our much-needed security pro­
grams overseas. 

There are only about 21,000 State 
Department employees spread over 260 
locations around the globe, including 
Washington. Overseas and at home, the 
4,000 professional diplomats in our 
Foreign Service are our nation's eyes 
and ears. They gather intelligence and 
report and analyze events. They look out 
for our nation's interests and help 
Americans in distress. They search out 
business opportunities and markets for 
American products. They are the front 
line of our war against narcotics and ter­
rorism. They are among the first on the 
scene, looking out for our interests, dur- • 
ing crises overseas. 

To put the Department's manpower 
into perspective, consider the fact that 
there are 25 U.S. military personnel 
overseas for every single State Depart­
ment employee. There are more Depart­
ment of Defense school teachers in 
Europe alone than there are State 
Department personnel worldwide. 
Health and Human Services employees 
outnumber us seven to one. The 
Agriculture Department has five times 
as many employees. Even the Forestry 
Service has twice as many people as we 
do. IBM personnel outnumber us 19 to l; 
Bank of America, 4 to 1. 

Our resources are principally people 
and money. As a result, when Congress 
cuts our funding, we have to cut people. 
Because of the financial crisis inflicted 
on us earlier by Gramm-Rudman­
Hollings and compounded just recently 
by the additional 25% or so cut in Con­
gress' Continuing Resolution, our 
foreign affairs apparatus will shrink 
even further. 

Effects of Congressional Budget Cuts 

Post and Personnel Reductions. Even 
before the latest fiscal blows, we were 
making plans to reduce our overseas per­
sonnel by about 4%. We are hiring fewer 
people this year. Many vacancies_ simply 
will not be filled. We are also facmg 
as much as a 7% cut in personnel 
domestically. 

As of September 30 of this year, we 
hauled down the flag at seven of our con­
sulates overseas. This year, in response 
to budget cuts, we may permanently 
close the doors of another 11 posts 
overseas. These consulates are the 
capillaries of our system, and they 
enhance our ability to gather informa­
tion, to expand our contacts and influ­
ence, and to provide service to 
Americans abroad. 

Keep in mind that we are taking 
these steps in response to cuts of $20 
million-one-tenth of the price tag of a 
single B-1 bomber. 

Of course, not all of this belt­
tightening is bad. We wholeheartedly 
endorsed the reduction of the U.S. 
Government's overseas presence. This 
exercise gave us an opportunity to focus 
the attention of all agencies on the level 
of their staffing at our mission overseas. 
It is frankly hard to justify the expense 
or the security risks of keeping some of 
these people and organizations overseas. 
It often comes as a surprise to observers 
that only 28% of the personnel in our 
diplomatic missions overseas are State 
Department Foreign Service. 

Closing some of our less important 
consulates helped us spread our scarce 
resources more efficiently. But there are 
obvious costs. Closing posts hurts. It 
hurts our relations with the countries in 
which the posts are located. It hurts our 
ability to pursue U.S. Government inter­
ests. It hurts our ability to gather and 
transmit information. 

There is a limit to how deeply we can 
and should cut. Indeed, many Americans 
would now agree that in the years 
immediately following Vietnam, we went 
a bit too far in our withdrawal from 
world affairs. Certainly we discovered in 
the late 1970s and early 1980s how 
expensive it was to rebuild our national 
presence and prestige. Frankly, our 
adversaries, including the terrorist, 
would be happy to have us, for budg­
etary reasons, do what they have not 
been able to accomplish on their own: 
force Americans to retreat. 

Security Assistance. But it has not 
been the State Department's budget 
alone that has been affected by these 
deep budgetary cuts. Our foreign 
economic and military assistance 



programs have been gutted by the 
Congress. By reducing this portion of 
the Federal budget by over $3 billion and 
earmarking security assistance pro­
grams for several key countries, Con­
gress has forced us to cut some impor­
tant foreign aid programs by 50%-60%. 

Egypt and Israel are the largest 
recipients of U.S. foreign security 
assistance, followed by eight countries 
which we aid in return for basing rights 
for U.S. Armed Forces. These 10 coun­
tries account for 80% of all of our 
foreign security assistance. This aid is of 
critical importance to us and to the 
recipient countries. It helps us secure 
bases, helps pave the way for access 
agreements, and permits the preposi­
tioning of supplies. It helps us maintain 
peace around the world. 

Would Congress or the American 
public suggest that we cut funds to coun­
tries such as the Philippines or Haiti or 
Bolivia or Uruguay which are struggling 
to build democratic institutions? Should 
we turn our backs on our neighbors in 
the Caribbean or Central America? 
Should we cast Senegal or Ecuador 
adrift just when they are pursuing 
economic reform programs? If Congress 
has its way, we would have to stop 
security assistance and economic 
development programs in all but a hand­
ful of countries. 

International Organizations. The 
Congress has also reduced our contribu­
tions to international organizations. 
Here's a case where we are cutting off 
our nose to spite our face . We have been 
pressing for needed fiscal and adminis­
trative reform at the United Nations. 
The Kassebaum amendment withholds 
$42 million of our UN contributions as 
leverage to encourage reform. Congress 
just recently, in the Continuing Resolu­
tion, upped the ante and cut our UN con­
tributions by yet another $25 million and 
deferred an additional $130 million in 
U.S. contributions to international 
organizations until next fiscal year. By 
withdrawing our financial support to the 
United Nations, we are abdicating our 
role in the United Nations and, in effect, 
reducing the leverage we have to influ­
ence its efforts toward reform. An addi­
tional result is that the shortfall in U.S. 

payments may now become the issue, 
rather than UN reform. Our critics will 
blame us when and if UN fiscal reform 
fails. 

Besides the United Nations, our con­
tributions to international peacekeeping 
efforts have been cut in half this.year. 
The Administration considers the UN 
Interim Force in Lebanon (UNIFIL) 
vital to stability and peace in the Middle 
East. Cuts of this magnitude bring into 
question our commitment to peace in 
Lebanon and even the continued viability 
ofUNIFIL. 

International Communications. The 
inadequate funding for international 
communications and exchange programs 
will mean reducing broadcasts by Voice 
of America, Radio Free Europe, and 
Radio Liberty. It could mean closing 
American libraries and American 
cultural centers overseas. This is wrong 
at a time when our adversaries are spar­
ing no expense to feed their propaganda 
mills. 

Diplomatic Security Programs. 
Two years ago the Secretary of State 
appointed a special panel-headed by 
retired Admiral Bobby Inman-to con­
duct an objective review of the state of 
security of our embassies and personnel 
overseas. The panel reported last year 
and recommended a massive infusion of 
resources. Over 60 of our embassies and 
more than 300 of our buildings needed 
total replacement if we were to meet 
minimum security standards. Some 
months ago, the Congress authorized a . 
$4.4-billion, 5-year program to bring our 
security abroad and at home up to the 
level recommended by Inman. However, 
Congress has balked at actually appro­
priating the funds it has authorized at a 
level necessary to meet the Inman 
recommendations. 

It makes little sense to cut funds for 
our overseas security programs just 
when events over the past few years 
have shown that our diplomats and our 
diplomatic facilities are especially 
vulnerable to terrorist attacks. The 
public's memory of the bombings of our 
embassies in Beirut and Kuwait has 
faded . Many have forgotten the over­
running of our embassy in Tehran and 
the destruction of our embassies in 

Tripoli and Islamabad. Many of our 
embassies still front onto busy city 
streets. Many of our offices overseas are 
housed in highrise buildings where we 
cannot control who are our neighbors. 

The discovery of sophisticated listen­
ing devices in our typewriters in Moscow 
once again emphasized that we are 
vulnerable around the world to increas­
ingly sophisticated technical security 
threats. We cannot simply wish these 
vulnerabilities away. 

Conclusion 

Unfortunately, all of this costs money. 
And money is what we have in increas­
ingly short supply. 

If we want a safe and peaceful 
world, there is no alternative to a 
vigorous American presence. We may be 
able to turn off the budgetary tap on 
some Federal programs for a year or 
two, then reopen the tap without doing 
damage to American interests. That is 
simply not true in foreign affairs. 

Clearly, the American public wants 
more services from the government than 
the present levels of revenue can pro­
vide. Gramm-Rudman-Hollings confronts 
Congress and the public with difficult 
choices of priorities if the mandated 
reductions in deficits-to zero by 
1991-are to be met. Someone's ox has 
to be gored. But these choices should be 
made not inadvertently but in full 
awareness of their consequences. 
American diplomacy mans the forward 
edge of our international battlefield day 
and night. Its costs are small in relative 
terms, and the costs of "doing it on the 
cheap" are great. Every American with 
an interest in foreign affairs must share 
the burden of making our fellow citizens 
aware of this truth. ■ 

Published by the United States Department 
of State • Bureau of Public Affairs 
Office of Public Communication , Editorial 
Division, Washington, D.C. , October 1986 
Editor: Cynthia Saboe • This material is in 
the public domain and may be reproduced 
without permission; citation of this source is 
appreciated. 
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WHITE HOUSE STAFFING MEMORANDUM 

E 
10 / 20 / 86 

DAT: _____ _ ACTION/CONCURRENCE/COMMENT DUE BY: October 21st 

SUBJECT: 
S. 1917 -- SPECIAL FOREIGN ASSISTANCE ACT OF 1986 

ACTION FYI ACTION FYI 

VICE PRESIDENT □ MILLER - ADMIN. □ □ v' ~ REGAN □ POINDEXTER □ 

MILLER- 0MB □ □ RYAN □ 

BALL ✓□ SPEAKES 

BARBOUR □ □ SPRINKEL 

BUCHANAN V □ SVAHN 

CHEW OP t,J( · THOMAS 

DANIELS V □ TUTTLE 

HENKEL □ □ WALLISON 

KING 

~ KINGON 

MASENG □ □ 

REMARKS: 

Please provide any comments/ recommendations directly to my 
office by October 21st. Thank you. 

RESPONSE: 

□ 

□ □ 

✓ □ 
□ □ 

~~ 
□ □ 

□ □ 

□ □ 

David L. Chew 
Statt Secretary 

Ext. 2702 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANO BUDGET 

WASHINGTON. D .C . 20503 

OCT 2 O 1986 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bills . 1917 - Special Foreign Assistance Act 
of 1986 

Sponsors - Sen. Bradley (D) New Jersey and 61 others 

Last Day for Action 

October 25, 1986 - Saturday 

Purpose 

(1) Increases the fiscal year 1987 authorization for the 
Child Survival Fund from $25 million to $75 million; (2) earmarks 
for immunizations $50 million of the aggregate amounts 
appropriated in fiscal year 1987 for the Child Survival Fund and 
health related development assistance; (3) earmarks for economic 
assistance to Haiti $108 million of the aggregate amounts 
appropriated in fiscal year 1987 for development assistance, the 
Economic Support Fund and the Food for Peace Program; (4) allows 
the use of $4 million of the aggregate amounts appropriated in 
fiscal year 1987 for grant military assistance, international 
military education and training, and foreign military sales 
assistance for military training and other nonlethal assistance 
for Haiti; (5) provides for expanded and diversified assistance 
for the conservation and management of tropical forests; (6) 
earmarks for the conservation of biological diversity $2.5 
million of development assistance funding appropriated for fiscal 
year 1987; and (7) contains miscellaneous provisions relating to 
foreign assistance programs. 

Agency Recommendations 

Office of Management and Budget 

Agency for International Development 
Department of State 
National Security Council 
Environmental Protection Agency 
Department of Agriculture 

Discussion 

Approval 

No objection 
No objection 
No objection 
No comment 
Disapproval (But does 
not recommend veto) 

S. 1917 includes a number of unrelated provisions affecting 
foreign assistance programs, most of which were originally 
contained in other freestanding bills. The most significant o f 
the provisions are discussed below. 



Immunization in Developing Countries 

S. 1917 contains a number of congressional findings 
delineating the scope of the world-wide immunization problem. 
These findings specifically note that Congress has already 
expressed its expectation that the Agency for International 
Development (AID) will set as a goal the immunization by 1990 of 
at least 80 percent of the children in the countries in which AID 
operates. In view of its findings, Congress urges the President 
to (1) direct AID to work with other domestic and international 
agencies to achieve that immunization goal and (2) appeal to the 
private sector and the American people to support public and 
private efforts to provide the resources necessary to meet the 
target of universal access to childhood immunization by 1990. s. 
1917 would also raise the authorization for the Child Survival 
Fund from $25 million to $75 million and earmark for immunization 
$50 million of the aggregate amounts appropriated in fiscal year 
1987 for the Child Survival Fund and AID's health-related 
development assistance funds. 

Haiti 

The provisions of s. 1917 related to Haiti include: 

congressional findings that it is in the U.S. interest to 
provide appropriate development support for Haiti; 

the earmarking for economic assistance to Hawaii of $108 
million of the aggregate amounts appropriated in fiscal 
year 1987 for development assistance, the Economic 
Support Fund, and the Food for Peace Program; 

a requirement that any development assistance provided to 
Haiti be used to support a transition to democracy, and 
be distributed more equitably among the various regions 
in Haiti; 

a requirement that economic support funds be maintained 
by the Government of Haiti in a separate account and not 
be commingled with other funds; 

conditioning of the obligation of the economic support 
and development assistance funds on a Presidential 
determination that the interim Government of Haiti is 
improving the human rights situation in that country and 
making other specified reforms; 

an increase in the fiscal year 1987 authorization for the 
Inter-American Foundation from $11,969,000 to $12,969,000 
and an earmark of the increase for Haiti; 
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a statement that a Foreign Commercial Service officer 
should be assigned to the U.S. embassy in Haiti to assist 
Haiti's economic development; 

an allowance of $4 million of the aggregate amounts 
appropriated in fiscal year 1987 for grant military 
assistance, international military education and 
training, and foreign military sale assistance to be used 
for military education, training and other nonlethal 
assistance (such as transportation and communication 
equipment) to Haiti; 

conditioning of the obligation of the military education, 
training and other nonlethal assistance funds for Haiti 
on a number of Presidential certifications regarding 
reform of the Haitian armed forces consistent with a 
transition to democracy; 

a requirement that the President report to the Congress 
every three months on the extent of the progress made by 
the Haitian Government in meeting the objectives of the 
reform of the Haitian armed forces; 

a requirement that half of the military education, 
training, and nonlethal assistance be withheld from 
delivery until the President submits the first report 
described above; and 

a requirement that the President use his authorities 
under the International Emergency Economic Powers Act to 
assist the Government of Haiti in its efforts to recover 
assets allegedly stolen by former President-for-Life Jean 
Claude Duvalier and other individuals associated with his 
regime. 

Protecting Tropical Forests and Biological 
Diversity in Developing Countries 

s. 1917 contains a number of policy directives for AID 
activities to protect tropical forests and biological diversity 
in developing countries. For the most part, these directives 
codify current AID guidance in these areas. In addition, S. 1917 
contains a $2.5 million earmark of fiscal year 1987 development 
assistance funds for new biological diversity activities . 

Miscellaneous Provisions 

The most significant of the miscellaneous provisions of 
s. 1917 are: 

an increase from $57,529,000 to $65,445,000, as the 
Administration requested, in the fiscal year 1987 
authorization for the International Narcotics Control 
Program of the Department of state; 
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a line item authorization of $21,750,000 for fiscal year 
1987, the amount the Administration requested, for AID's 
Office of the Inspector General; 

a reduction of fiscal year 1987 authorized levels for 
AID's Health account and the International Organizations 
and Programs account to offset increases in authorization 
levels contained elsewhere in the bill for other 
programs; 

a new schedule of inspections and audits which would be 
imposed on the Department of State's Inspector General; 
and 

an increase from seven to nine, in the number of 
Presidentially-appointed members of the Board of the 
Inter-American Foundation with an increase from four to 
six of the members to be appointed from private life. 

s. 1917 Legislative History 

S. 1917 as originally introduced and passed by the Senate 
contained only the immunization provisions, which were 
objectionable to the Administration because they earmarked 
foreign assistance appropriations, limiting AID's ability to 
target resources to the highest priority areas in different 
countries. 

The provisions on Haiti, protection of tropical forests and 
biological diversity in developing countries, and international 
narcotics control were added on the House floor the day the bill 
originally passed the House. The Administration had objected to 
enactment of the tropical forest and biological diversity 
measures when they were contained in free-standing bills, and did 
not have an opportunity to comment on the provisions for 
assistance to Haiti. 

S. 1917 passed the House by unanimous consent and the Senate 
by voice vote. 

Agency Views 

In its enrolled bill views letter AID points out that the 
extensive earmarkings ins. 1917 are highly objectionable because 
the prospect of reduced overall levels of foreign aid appropri­
ations, coupled with an inordinately large number of statutorily 
imposed earmarks, will mean substantiall_y lower levels of 
assistance for unearmarked programs. AID concludes, however, 
that despite the serious problems posed bys. 1917, these 
problems are not significant enough to warrant disapproval of the 

-4-



bill. Primarily to address the earmarking problem, AID has 
prepared material, attached to its views letter, for inclusion in 
a signing statement if one is to be issued. We do not believe 
such a statement is needed. 

In its views letter, the Department of State identifies a 
number of concerns with S. 1917, but has no objection to 
approval. Specifically, State objects both to the extensive 
earmarking of foreign assistance accounts and continuation of the 
prohibition on providing lethal military assistance to Haiti. In 
addition, state continues to object to the restrictive schedule 
of inspections and audits placed on its Inspector General, as 
duplicative of existing management efforts. Finally, State notes 
its support for the $8 million increase in the authorization 
level for the International Narcotics Control Program. 

In its enrolled bill views letter, the Department of 
Agriculture recommends veto of s. 1917 because the congressional 
earmarkings of the Food for Peace Program (P.L. 480] would 
greatly complicate the implementation of that program, limit the 
Administration's flexibility to meet needs of other countries, 
and could result in reduced agricultural exports under the 
program. 

Conclusion 

s. 1917 continues the objectionable congressional practice 
of extensively earmarking foreign affairs funds. Nevertheless, 
we agree with the Department of State and the Agency for 
International Development that these earmarkings do not warrant 
disapproval of the bill. 

Enclosures 
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CON~DENTIAL 

' 

ACTION 

G8NF1BENtlft 
NATIONAL SECURITY COUNCIL 

WASHINGTON, D.C. 20506 

November 4, 1986 

MEMORANDUM FOR JOHN M. POINDEXTER 

FROM: RICHARD/ ~ERS 

SUBJECT: Security Assistance Allocation and Supplemental, 
Breakfast Item 

BACKGROUND 

State has placed security assistance allocation and supplemental 
request issues on the agenda for Wednesday's breakfast. In 
addition, Secretary Weinberger sent Secretary Shultz a letter 
last week calling for a Shultz-Weinberger-Baker-Poindexter 
meeting to resolve outstanding allocation issues, set the size of 
the supplemental request, and decide how to explain our current 
funding and future plans to our friends and allies. Unfortu­
nately, these issues cannot be decided until the entire 
allocation process is complete, since the proposed allocation of 
all assistance programs must serve as the basis for the broader 
decisions. 

At tomorrow's breakfast, you should argue for a rapid culmination 
of the allocation process to be followed by a high level meeting 
next week to bless the allocation, establish a position on an 
FY87 supplemental and other emergency measures, and frame a 
diplomatic approach to aid recipients who must weather 
substantial cuts. If this matter is not discussed at breakfast, 
we will recommend that you send a letter to Secretary Shultz 
seconding Cap's concerns and calling for a meeting. 

POINTS TO BE RAISED 

The following should be brought up at the breakfast: 

The FY87 allocations have not been reviewed across the 
board. Although John Whitehead has made some preliminary 
decisions on security assistance, these cannot become final 
until we get a chance to review them as a package that 
includes AID's developmental assistance and food aid 
allocations. 

'fy on: OADR 

COMF\BENT\Ab 



CONF\PENTIAL 2 

" '" 

Only after we have reviewed the entire allocation can we: 

Determine the need for and impact of alternative 
allocation schemes and decide whether to break 
earmarks, 

Make informed choices on the size, timing, and 
allocation of an FY87 supplemental, and 

Explain our current funding levels and future plans to 
our friends and allies. 

We must agree now to meet next week at the latest to review 
the complete allocation package and to decide these other 
issues. AID must finish its allocation process before we 
meet. This is the only way that we can send the allocation 
to Congress by November 17 as well as resolve the other 
major questions we face. 

'rt ~if «~le I {l..... f' 5ft 
µHoward Teicher, Ron\9c;le and~eve Farrar concur. 

CONF~TIAL 

CONFlO~Tl~,L 
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--CPUA 

SUBJECT: S-W-R Breakfast 11-5-86: Supplemental 
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John Whitehead indicated security assistance allocation had been 
completed (by State) and that State is now thinking in terms of 
"a $1B target" for the supplemental. Cap noted that the 
election results might actually create a situation more conducive 
to Congressional support for a supplemental. "There was a time 
when the Democrats were sympathetic to foreign aid." Cap 
inquired whether the idea of a joint DOD-State supplemental 
had been given up. Whitehead said it had been. The feeling 
was that it would be better to separate the two. Each has its 
own case, its own committees, and its own constituencies. 
Moreover, State needs the dollars quickly, whereas Defense's 
requirement is for longer term commitments, i.e. authorizations 
rather than outlays. Cap pointed out that there is, of course, 
a conceptual linkage between the Defense and the State 
requirements in the sense that security assistance is an 
efficient way to get more defense. Whitehead said he hoped 0MB 
would be successful in finding enough offsets to support the 
$1B figure. Cap noted it was possible that we might be able to 
get away from the emphasis on offsets with the new Senate. 
Mike Armacost observed that we should start Congressional 
consultations early -- see what the traffic will bear. Whitehead 
said State would be working a consultation plan with the NSC 
hope to have it completed by the end of the week. Cap noted that 
defense is still building its supplemental. 
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Philadelphia Sp•ech 

Thank ycu for hc~or1nq me with your perforfflance 

award. Thi ■ 11 an important opportunity to aay • few vorda 

about ■ome "performt.n9• we all have to do if the United 

Statel 11 to have an effective fore19n policy. 

I've been 91vinq a lot of apeech•• lately, Neat o! t!I• 

have been a~out u.s.-soviet relation■ and the ~••nin9 of 

ieykjavik, our human right ■ conc•rn1, and ■o on. l don't 

want to downplay th••• 1taternent1. They're 1.mpor~ant to 

buildin9 1upport for·our forei9n poliey. lut the IO'llete 

and arm• control aren't th• only 1 ■•u•• nee4in9 attefttioa 

right now. Tonight, I'd like to tak• a breather frca tbelil 

and rai■e ■ome other i11u•• much eloeer to heme that are 

ju1t a■ ur9•nt and juat a■ important to our 1eaurity, . 

My m111a9e ton1;ht 1• 11Jllple1 R19ht now, the Unite4 

State■ ha1 a tremendou• number of thin9a 9oin9 for it a~ 

th& world, yet, we're on the v•rge of throwin9 away recent 
· .. ·• 

an4,potefttial 9ain1 1n1tead of buildin9 on th• for the 

t.,ue. 
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That'1 • double-edged meaaage, I know. But th•n .\Jn•rican 

fore19n policy 1• not & monolithic enter,,ri1e. Ith•• always 

reeted on two pillar,, two mut~a:ly supporting tradition• of 

political thou9ht -- and on two branchoe ot 9ove-rnment, 

the zxeeutive and th• Con~r•••• that formulate and conduet 

our foreign relation•. It 1tarted right here in Philadelphia, 

where our founding father, 1et down the document■ that ever 

einc• have ahaped our way, of t~inking an~ our in1titution1 

of 9overn111■nt. 

one of tho■• document• -- the Declaration of Independeace 

-- left~• with a tradition of idealiam. I~••~ fori:Jl·a 

revolutionary 1tatem•n~ of hwnan ri9hta . It ••id that thoH 

ri9ht■ were the ■aered truat of all mankind, a l•~•cy fer 

•11 place• and time■ • 

Another document -- the C0n1titution -- 9ave ua a 

complementary tradition of praC)lllati1m. It •POJt• of the 

limit• to hWMn ac~ion and political power. It ,ave~• 

asac~ical waya of re■olvin9 competitive in~•r••t• for the 
• · ·~~ -~-~ -... - .• 

·: amon fOOd. The le9acy of th• con■titution w•• po11t1cal 
.·· c,~.t : : 
rN11• .. 
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In our be ■ t moment ■, w•'ve und•r ■ tood how th••• 

eoaplementary tradition■ interact. We've tried to keep our 

ina•diate attention tocuaaed down on the po11ible and our 

broad v11ion elevated toward the ideal. The 1t1t•am.n ~f 

the poatwar era were maater ■ of that art. They underatood 

that realilffl and 1deali ■m weren't competin9 force,, but 

mutually•1upp0rtin9 components of an effective f0rei9n 

policy. And they ueed that inaight to create the qreat 

in■titutiona of the po■twar order. They 1u1tained our 

involvement in a political ■y ■tem ot global 1ccpe, and they 

helped to build a tlobal economic ■y■ tem. They eaid • 

ahouldn • t retreat f rOffl realitiea, but turn th• to .: ~ 

advanta9e and to the attainment of our id•al1. Th•ir 

creation waa both an intellectual effort and an act of 

1 .. rnin9 and viaion applied. And it worked! 

lut we American■ have had our l••••r 11C11enta •• well. 

Sometim••• when our vieion qot blurred or lo•t it• focu• 

on reality, we've wav•r•d between a ~r1Jaajin9 involvment ift 

· 1if ~• vos-14 and an iaolat.ion11t indifference to it. Tall• the 
;~:~~· 
.. :c;: ltJO•. What did we learn from the Smoot-Hawley Tariff? 

-~.\:. · 
-~ . . ' 
--~ did we learn about th• danqer1 of eountri•• in variwa 

part• of th• world raiain9 barrier• to trade and cloain9 in 

on themaelv••? What d1d we learn by iqnorin9 a99r•••ion in 

auppo1edly far-away place,-· like !urope and l■1a7 
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What we learned waa that withdrawal wa, a recipe tor 

9lobal ■conomic depr■11ion and world war. Ac lea■t, that'• 

what ve 1hould have learned. U~t you have to wonder how 

well -we l ■arned 1t when yo~ ■ee ■ imilar pr•■ •ur•• aountinf 

today for contamporary for111 of i ■olat1oni ■m. we nead to 

watch our1elve1 when ve ■tart divorcing ou~■•lvea froa 

that creative tradition of idealiam 1altad wi~ •pl• doeM 

of reality. And I'm di■tra ■ aed to ••Y that ioday •••• 

to be one of tho■e timea. 

Th• Ni1matcb of !n4■ • and Naana 

The warning ■ 19na of i■olationi1m are there. We••• th­

in calla for economic protectioniam -- vhich woul4 only ~r1119 

on retaliation by our tradin9 partner■ and 4 ... ,. ~• 

1trat99lcally, politically, and economically. We ... th- in 

attempt• to aubetitute moraliam for policy towarda friendly 

n•tion■ who fall ahor~ of our own hard-gained' atandarde. We 

... th• 1ft pre■eur•• tor ·maintaininq the nuclear ■ ta\u■ quo 

r.a.r than explorinq ne9otiat•d approaehe■ to reducin9 nuclear 
• -~ 

..... , and in re■ i•t"nee to inve■tiqatinq new tec:hnolo,i•• 

vh1oh might ;ivo u■ 10tne protection aqain■t nuclear vupona. 

It'•~• 11301 all over againt Th• de■ irc to waeh o~r h•nde 

of• trouble10111e world ••em• to be• recurrent•• al'Ml 

peculiarly American -- temptation. 



I 

- 5 -

That temptation appear, moat atarkly in the ~nrelen~1n9 

••••ult on our foreign att~ira budget, ~hich i• nov under the 

indiacr1.minate knite of Conqreaaionat aur9eon ■• L&at 

January, Preaid•nt Reagan submitted to Conqrea ■ an interna~ion 

~ttair• bud9et tor FY 1981 that we had ■ tripped to the bone. 

lt amounted to lea■ t.han 2 percent of th• total federal 

bud9et. That minimal reque ■ t waa cut by the Con9re1 ■ to 

S17.5 billion -- • reduction ot far greater effect than th• 

Zl p•rcent quarterinq of the President'• propo■al. After 

Con9reeaional •armarking■ and other con■trainta on o~• 

•pending, the bulk of our for•ign affair• op•r•~iona ~ave 

been cut, in effect, by more than half. 

Let m• be clear about the dan;er• of thta miapi ... 

econom1ain9. we are not talking about ju1t another 

bureaucratic battle for tunda. The deep cute in our foreitn 

affair■ re1ource ■ are now dangerously widening t.he 9ap 

between our intere■ta and our capabilities for pur■uin9 th•• 

~ ha&:· p1~t•d national concern ■ a9ain1t parochial political 
. ,. 

~- ..... -· . 

~J•rnta,· and it threa~ene to ■ub■titute partiaan 
.. 

peralyaia fer our regained biparti1an etren9th. In effect, 

ve are bein9 a■ked to play Ru■■ ian roulette with our 

iflt.ereat• and our national ■oeuritl'. 



- 6 -

Here are juat a few example• of the danqerou ■ diepari~y 

~tween our increaainqly meagor r~eource1 and our widely 

l\lpport"ed for•i9n policy obj•ctive■ a 

In the pa■t few month ■, we've aeen •xtraordinary ccncem 

about the dan9er1 of ille9al drug■• That concern ia 

legitimate and long overdue. Illegal narcotic, rava9• the 

bodi•• ot their victim• and the 1pirit of 1oe~ety at lai,e. 

'1'1\ey encour•v• the kind of lat,,le1 ■n••• that t••ducea 

civilisation to• Hobbeeian 1tate of natur•, makint lite all 

too •na■ty, poor, brutiah and ■hort" for victim■ of the 

traffic. 

Nor ia our ■ociety alone in 1ufferin9 the effeet,· of 

the dru9 trade. Elaevhare, it' ■ even vor■e, Trafficker■ 

thrive on chao■ 1 and their para ■ itioal effort■ to intillidate 

•hoat• government• 4e■troy political integrity. In Latin 

Aaerica and other crop-producing re;iona, dru9 trader■ 

collude-with terror11t• and radical guerrilla■ •taina\ their 

:11■ ce •n•i••• the rule of law and the 1tab111ty of 

oiYiliaed aociety. 
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ror all of the,e rea■on1, we are witne■■ in9 wide1pread 

anxiety around the country and around the world about tho 

eftecti of 1llec;al druga. There i ■ broad public ■upport of 

u•ing •v•ry available re■ource a9ain1t the dru9 trade at 

home and abroad. In fact, 1 can't think of any 1in9l• ia■u• 

that haa 11n1atered more 1upport UftCnq our citiaena and public 

official• than the war on dru9a. 

•ut thi1 concern i1 falling victim to tale• •coflc::aiziJMJ. 

Iteming th• flow of ille9al narcotic• into the United •~•b• 

i• • coatly ent•rpri••· It i• a battle that IIN■t be,,.._. on 

two front■• Pir■t, v• need fund• to enforce the law, to 

eradicat• crop■, and t~ educate people to th• danv•r• of 

aarcotiaa. And h•r• let me qive you the 9ood new■ , Con9re•• 

baa allotted ua generou■ fund• for all of th••• purpo■••· 

lu~ there 1• a aecond aide tot.he dru9 probl• •• one th• 

involve■ the political •~d economic realitie■ of crop-prod\&cir. 

-~~-~~1•••·· You can• t ju■t force pea1ant■ •• many of th• 

_ •• : •• to 1tcp qrowin9 their beat ca1h crop without 
·-;,. . . ·.-

offerin9 1ome aort of economic alternativ••· You can't 

expect the 9overnment• of th••• nation■ -- many of th• 

weakened fr0111 within by the 9an9ateriam and terror end•ic 

in th• trade -- to la~nch major prOCJrL~• without the 

econoaia reaourc•• to 1ueta1n them. 
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Yet aid tor the Andean countriea, in particular •• 80liv1a, 

ColUfflbia, Ecuador and Peru·- will be praet1eally elininat .. 

by the draconian budget cut ■ recently enacted by Con9r•••• 

So we're left with a paradox. America 1• detamined to 

&ct a9ain■t the druq aeourge, but unable to tran■late that 

«•termination into pr09ram1 effective enough to fflake a 

difference. 

That 1ame paradox can be fo\lnd in our •fforta to thwart 

another probla that cute to th• heart of American aoc:iatya 

terrori•. In the paet few Y••r• th• United atat•• hae taken 

important ■tepa again■t thi• bar~ari■m of our a9e, and w• hafl 

done 10 with the cleer ■upport of Congre■• an4 the ~ricaa 

people. Ju4qing by the reault1 of la1t ■prin9 1 1 Tokyo 

ewait, our allie1 too are more in a9reaent than ner about 

th• ••riouan••• of th• terrori■~ threat. 

Th• paat few week ■ , however, have witn•■•-4 a moat 

tiatuzbln'I count•r•trend. I'm talking about the fact that 
,~)-· • 

srzta.wa•directly involved in an attempt to murder hundred• 

of innocent traveler• by bofl\bin9 an airliner in mid•fli9ht. 
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Thi■ c0111plicity wa■ confirmed by ~r••~ Britain throuqh 

independent judicial proceeding ■. ~yria ~•• caught rad­

handed. There'• no que■tion about it. Brt·t•i~ r•aponded 

immediately by brealcin9 diplomatic ti•• and banning o~h•r 

contact■ with Aaaad'1 recJime. Th• United State• applaud■ the 

Britiah move. T09eth•r w1th Canada, we ifflftedi•t•ly offered 

mean1n9tul ■upport to Britain'• deci ■ ion. And v• will do 

110rel 

Scae of Britain'• other alliee have befun to tue aation . 

Some have not. we are ■everely diaappointed that ~-•11 ... 

the bclftbing att8111pt in London for what it 111 one of the 

moat dramatic, documented, and outra;eou ■ example ■ of ■ tat• 

1upported terroriaa in recent memory. 

Syria -- by thi• action and other terrori1t plot• it haa 

mounted -- has JnOVed beyond the pale. It 11 only ri9ht t.bat 

all c1v1111ed nation• now 1hut the door on thia O\ltlav. To 

do 1"• ia appeaaeaent. The free world cannot affor4 a 

~l• atandard toward• terrori1t1 and the •~•t•• that 

euppo~ th-. Th• time haa come to throw the book at 

th• Syrian■• 
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Yet now, ot all timea, th• United Stat•• i ■ havin; troub 

of it• own in th• battle against t•rrori1m. Our heart ■ are 1 

the riqht place; but where are our re1ource■ ? Aft•r year■ ol 

educatin9 our own citi1•n• and our alliea, after Y••r• of 

buildin9 • con1en1ua, America's hand• aeem financially tiad. 

To ti9ht terroriam, we need accurate and up•to•date 

reporting on political condition ■ around th~ world. We need 

good operational intelligence, 10 that planned attack■ can b• 

idutified and thwarted. Bear in mind that well cner half 

ot the foreign analy1i1 u■ed by the United Stat•• 9overnment 

I com•• from rore19n service officer, at mnbaa■ i•• around the 

I 
I 
I 

world. Yet the Stat• Oepart.ment may have to reduce aharply 

it■ tull•time work force~ ' And we are likely to h••• ·to 

clo•• another ten con■ulate■, in addition to th• 1_..n poet• 

already being cloaed. 

And that•• not all. we alao need re■ourc•• to proteat 

tb••• ■- enb•••iea •,•in•• our enemi••• Yet the probable 

dfec~ of Con9re■1ional action on our !oreic;n affair• bu4t•' 

~111 be to reduce our propo■ed diplomatic eecurity pro9ru 

by 110re than half. 



- 11 -

Let me giv• you a third •xampl• of how indiacriminat~ 

bud9et cut1 are threatening our moat widely-held goala. ?n 

the paat tev year ■, Americ:a'11 ■ trength and _example have 

booated the force, of freedom in diverae corner■ of the ;lobe. 

Ne have •••n our influence constructively at vork in th• 

Philippine■, in Haiti, aero■• the continent of Latin America. 

The democratic re-awakenin9 in th••• countri•• ha• been a 

source of pri~e to America and• ■ource of political and 

atrate9ic gain to the entire tree world •. 

Yet the work that avait■ th• leader■ of• nn 4•acratic 

9enerat10~ in th••• ~ountri•• haa only be9un. Dmoeratic 

tran1ition1. are fragile. They require careful nurturin1 and 

conatant vigilance a9a1nat adveraari•• both withi~ aa4 vitllcNt 

Many newly democratic ~overnment ■ face Manciat•Leniniat 

1naur9•nc1•• in■id• their countri••· Other• border on 

COC111Nniat nation■. that are ar111ed to .th• tHth and in an 

upanaion11t mood. 

tool& at Central America, where three democratio CCNn~~i•l 

-- coat& Rica, Honduraa, and El Salvador -- nei9hbor th• 

Communi■t police at•~• of N1cara9ua. co1ta Rica haa no •rlllY• 
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Th• combined force• ot Hondur11 and El Salvador do not ••tch 

Nicaragua•• ma■■ ive buildup -- a buildup managed and 1uppli­

by the Soviet Union and u■ed to orche1trade 1ubveraion 

tl\rou9hout the Kemi ■phere. Naturally, th••• democratic 

nation■ are turnin; to ua for ■upport. We ■ imply mu■t c011e 

throu9h in 1upport of fr••dOlll, democracy, and th• rule of law. 

P•opl• think we •hould help countri•• like Haiti. I'v• 

been there, I 40 too. People think we 1houlc! help the 

Philippine•, and I do too. But help mean, money, and aoney 

11 thia foreign affair■ bud9et. The Caribbean countzi•• 

alone may have their aid cut by more than tvo•thirde . 

... 

Even the force of Alllertc•'• ex11J11pl• behind th• tron 

curtain ia 1hrinkin9 •• tund• for th• USIA•• our prillary 

voice abroad -- are reduced below minimal levela. our broa4• 

ca■ta to !&item !urope and the loviet Union nay De cut in 

half, The 11any thou■and1 in the C0ffll"ll\lni1t countri•• who 

100k to Aller1c• for hope, and to o~r broadcaat• for tnth, 

•ill now turn their radio dial■ in fu~ility. 
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For Y••r•, the United State ■ hos tallen behind the I 
IOYi•t• in telling our own ■ tory to the world. Today, inetMd 

of catchin9 up -- which we have be~n doing, and ta■ t -• we 

are in dan9er of falling even further behind. And th1a 1a at 

• time when a vigoroua leaderahip in th• Xre11lin 11 1how1n9 

hei9htened intere■ t and 10phiaticati0n in u■inq pro~tanda 

to underaine public confidence in our pol1ciea. 

Mhat el ■e will t.he1e cut ■ do to ua? 

but her• are ju1t two 11\0re axuple11 

I could 90 on and on; 
I 

·- beep~ for item• alr•ady earmarked, our econcaio 

a1111tance to many countriea around~• vorld vill be reducecl 

bf more than half. 

tor the hell of it. 

'l'hia a■aiatanc• i• not throwin9 away ffl01l8J ; 

Th••• •r• countriea where ve have ba•e• i 
vital to our defen•• and the aecurity of our alli••• 

•- alght nov ve have a plan -- the Baker Plan-· tna~ haa 

cauvht people•• imagination and attention. 

a1pzoach to encouraqin9 growth in the developin9 countrie1 ao 

they- can do more to help themaelvee and get over their welfare 

d-.,.ndency on the weat. Obvioualy, we need money ~o 9et the 

( 

plan in action. But we're ■upposed to cut a third af our 

tundin9 tor the multilateral bank• on which th• plan dependa. 

We're cu~tinq oureelv•• of! at th• kn•••• 

; 
I 
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11part11an Gain■ at Riak 

All of the■• example• point to the ■ Ule di ■ma1 fact. 

The United Statea ii dritting and atumblin9 tovard a 

weakened 9lobal poeition. I could at lea■t under■~and it it 

thi• were a purpo■etul policy, but we're daludin9 O\iraelvea 

that ve can conduct an effective foreiqn .policy withCN~ 110n.y 

Ironically, thia trend 11 developing alon9■ide a cont.r 

movem•nt that could increaee our influence and our achiev--..n 

Naybe our very ■trength mi.lead• ua into thin.ki~ v• can ha .. 

influence without applyin9 ouraelvee. Maybe our i1olati0n1et· 

\endenciee only ■urface when we feel 1tron9 enough to 19nora ·l. 

Whatev•r t.h• reaaon, wen•• to wua 

up to all that ve are placin9 in jeopardy by thia thou9htl••• 

exerci■e in fal ■e economi1in9. 

one of tho•• benelita 1 ■ the ■y■tcr.ic tran■fomation nOlf 

occurring in the global economy. It'• the infoma~ion 

rwoluiion. Juat •• we left the a9ricul~ural •t• a hundred 

y•r• a90, we're now moving beyond th• induatrial •V•• To M 

•re, we •~ill produce th• aame propor~ion of indu■trial 

9ood• ••••a traction of our CNP -- but more efficiently •. 

~ 
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But the cutting edge of chan9e, and our new COfflparative 

advanta9e, i1 •l ■ewhere. If you look for a tym.bol of our 

economy and 10ciety today~ it i•~•t the bla1t furnace, or the 

amolceatack, or the •••embly :inc -- it'• the c0fflputer, the 

microchip, the direct broadcaat ■atellite. 

rrca • technological ■ tandpoint, from- a ■trate9ic and 

political standpoint, what'• happeninq is very much to our 

potential benefit. Succe■■ in th• information a9e depend• on 

openne■■ -- openneuto ideaa, to innovation, to the free flow 

of data. Countr1•• which can accomodate thi1 openn••• will 

reap it• reward■• Tho•• which can't, won't. Haw are ■tat•• 

that keep the Xerox machine un~er lock and key qoin9 to cope7 

_'l'he anever ia that th• future ii already recedinv· for th-. 

ror u■, it hold• ou~ enormou■ promi•• •· !! ve 1t&y open 

to th• world .and don't create our own barrier• to frN tr•••• 

That•• one thin9 we could be throwino away. Here are ■m 

oth•r• clo■er to .home. over the pa■t ■ ix yeara. under 

treaidenC ~•agan•• remarkable leaderahip, American forei9n 
•··· · .. .... ~ 
.~iic:y haa enjoyed gratifying aucce11e1. W• have retNil t our 

••fen■••• enhanced our credibility abroad, and 1tren9thened 

friend■ and alliea and a;ainat th• threata of cOffllllOn ene111i•• -

wheth•r tho■• thr•at■ take the for111 of terroria11, or th• aor• 

conven~ional military •ort ,aced by alli•• ■uch a■ south iorea 
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Along with these gain ■ ha• come qrovin9 d011e1tic 

con■•n•u• about 1ome b&1ic truth ■ about the •orld, rea11 .. 

ebout soviet aim■: appreciation of the need , tor a 1tron9 

deten1e1 and 10lidarity with ·•lli•• and friend■. Deapite 

,one controver■ ial exceptions, our domeatic debate ha■ been 

earked by connon cau•• toward our polici•• and goal■. You 

don• t h••~ muc:h th••• day■ about the ero■ion' of American 

power or ■elf-confidence. You don't hear much abou~ poli~ical 

.. 1ai■• or lack of national purpose. 

Thi• new cooperative ■pirit ha■ ■ent a m••••v• of 1tr•~ 

and purpo■e to friend■ and adver■arie■ alike. ?t ha■ 

1tren9thened belea9ured and triendly nation■•· like 11 

Salvador -- again■t C01111Nni1t a11ault. It ha• ancouraqed our 

alli•• 1n !urope to make common cauee aqain1t terrori1t1 and 

the atatea that apon1or them. And without biparti1an unity at 

home, we vould have lacked the 1tren9th that brou9ht the 
" . -

soviet■ back to the bar9ainin9 table in 1985. Without th&~ 

un1ty, anti-communiat rn•i1tanee foreee in varioue reqion• of 

the vor14 -- in Af9hani1tan, Cambodia, Anqola and Micarav,aa •· 

-19ht have been broken by now. Inatead, they have trown ln 

•~r•ntth and numbere. 
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~nd there are other 1igne that thing ■ are goinq our vaya 

-- our economic me•••ge about open market ■ and individual 

initiative ia reverberating around the world. I can tell you 

tr0111 my own experience in the annual economic ■wanita that tht 

tem• of economic debate have changed deei ■ ively among the 

indu1trialized demoeraei~,. 

And the economic m••••~• of markets and entrepreneurahip 

ha• qone even further. La■t May, at• apecial ••••ion of the 

United Nation■, the African nation■ i ■■ued an extraordinary 

1tat•ent repudiatinq planned econami•• and ■upportin9 more 

open economic ■y■tem~ ... ea1entially, they 1a1d1 . ' 
We blew it. 

our c011111nand econoni•• didn't wcr~, and now we haYe to do 

thing ■ differently. 

-- Th• attitude toward freedcm h•• chanqed too. Once lt. 
- · 

w•• fa■hionable to ••Y that the democraci•• of the world were 

on th• wron9 aide of hietory. Sot ar.ymcre. The freedon 
; ~} 

ft.ht.er• have changed all that. Th• people of the Philipp1n•• 
.. 

and- tat1n America have changed all that. They're lhowin9 th• 

world that freedom ie no~ the luxury of• few, or a wltural 

peculiarity of We•tern aocieti••· It can work all over 

the varld. 
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!9■toring the Balance 

Let me ■wamariz• theee thought• with a few vord■ about 

th• ■-t-ratec;ic danger• ot inadequate fundinq. The ■eriou■ 

mi ■match between our polieie■ and our re■ource■ creata1 vaeuua, 

t.hat other, can -- and will -- exploit to their own advanta9e. 

And it encouragee confu■ion among friend• and adver■ari•• 

alike &l:)out the ■cope and aims of American policy. 

Th• ironic fact i ■ that we've••• all tl\11 befo~•• yet 

apparently ve have for9otten the leaaon■ of th• 1930•. lut 

todar'• pre11urea for withdrawal add up to i■olationi• with 

a dan9erou1 difference. For juet •• ArMric••• power in Ue 

po•tv•r world ha• 9rown at an exponential rate, 10 too have 

the ri1k1 of indiffarenee. 

Por nearly half a century, the United St•••• ha1 1houl4er 

it• re1pon•ibilitie1 •• the leader of the frN worl4 an4 t.he 

Qhupion of tho■• ■trugqlin9 to join ue. Throuqh our effort• 

_.have made enormou1 gain• in advancinq our own intereatl and 
·-' 

~r ideal■ . our proaper1~y, our technoloqical dynuia, th• 

vitality of our alliance• ar• all makin9 u1 a tore• for 

pr09re•• •• never before. We hold th• winnin9 hand - if onl1 
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'"1• force of our example i• a mi9hty reality in th• vorld, 

'tnlby it■elf it cannot bu~n a coca field, thwart a tarroriet, 

or deter a COlllll\uniat army. We muat not permit o~r capacity 

fur conatructiv• leaderahip to atrophy for lack of adequata 

fundin9. 

over the pa ■ t ■ ix year ■, Rapublican■ and DmDOerata ha•e 

mad• important stride■ toward reacinq a conaen■u ■ about the 

challenges and opportunitie1 before u■ a ■ th11 century come• 

to a cloea. We muat u•• that conaenau■ to reatore th• 

bud9etary re1oureee needed to conduct a reeponaible foreip 

policy. We muat ri1e above the procedural camplaitia• of 

Congre■■ional - Executive branch relation• to for9e a for•ita 

policy that will enable the national intere■t to prwail. 

You are an audience of informed and influential eiti•••• 

You can help ■hape our public debate ■o that we 4o not 

repeat the i1olat1on1at miatakee ot the P••.t. I urt• you to 

let your elected official• know that there i ■ broad ■uppor~ 

for an-active and properly-funded forei9n policy. With your 

Mlp. we ean reali1e th• •x~raordinary opportuniti•• 

llefo~• ua. 

Thank you. 

• 




