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ABSTRACT 

The volume o f  1J.S. fore ign  aid for  Central America has increased over 

twelve-fold  s i n c e  1 9 7 8 ,  r e f l e c t i n g  the growing 1T.S. i n t e r e s t  i n  that  reg ion .  

This paper examines changes i n  the o v e r a l l  amount o f  U . S .  a i d ,  i n  kinds o f  

a id  provided, i n  country shares ,  and changes i n  the  content o f  individual  a id  

programs. 
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MAJOR TRENDS I N  U.  S. FOREIGN ASSISTANCE TO 
CENTRAL AMERICA: 1978-1986 

I .  INTRODUCTION 

The growing volume of U.S. economic and m i l i t a r y  a i d  t o  C e n t r a l  America 

i n  t h e  p a s t  e i g h t  y e a r s  and t h e  s h i f t s  of  emphasis i n  t h e  U.S. a i d  programs 

r e f l e c t  mounting U.S. concern  about e v e n t s  i n  t h e  r e g i o n .  The a p p r o p r i a t e  

s i z e ,  mix ,  and o b j e c t i v e s  fo r  U.S. f o r e i g n  a i d  i n  C e n t r a l  America have been 

t h e  focus  o f  much d e b a t e  i n  Congress and e l sewhere .  Among o t h e r  i s s u e s ,  

o b s e r v e r s  d i s a g r e e  about t h e  emphasis t h a t  should b e  p u t  o n  m i l i t a r y  o r  s e c u r i t y  

a i d  r e l a t i v e  t o  development a i d .  They a l s o  d i s a g r e e  about t h e  o v e r a l l  volume 

of U.  S. a i d  and t h e  p a t t e r n  of  a i d  a l l o c a t i o n  wi th in  t h e  r e g i o n .  

T h i s  paper examines major  t r e n d s  i n  U.S. f o r e i g n  a s s i s t a n c e  t o  C e n t r a l  

America s i n c e  1978. It focuses  on four items: ( 1 )  changes i n  t h e  s i z e  of  t h e  

t o t a l  U.S. a i d  e f f o r t ;  ( 2 )  changes i n  the  program mix; ( 3 )  changes i n  c o u n t r y  

s h a r e s ;  and ( 4 )  changes i n  t h e  c o n t e n t  of  t h e  i n d i v i d u a l  programs. 

The f i g u r e s  i n  t h i s  r e p o r t  a r e  c m p l e t e  through f i s c a l  1986. Amounts f o r  

f i s c a l  1986 a r e  e s t i m a t e s  t h a t  r e f l e c t  t h e  c o u n t r y  a l l o c a t i o n s  f inanced  th rough  

t h e  most r e c e n t  a p p r o p r i a t i o n s  (P.L. 99-190, l e s s  r e d u c t i o n s  r e q u i r e d  by t h e  

Gramm-Rudman-Hollings d e f i c i t  r e d u c t i o n  l e g i s l a t i o n ) .  This paper d o e s  n o t  

d i s c u s s  supplemental  1986 a p p r o p r i a t i o n s  o r  t h e  A d m i n i s t r a t i o n ' s  f o r e i g n  a i d  

p lans  for  f i s c a l  1987. 



I I .  BACKGROUND 

The yea r  1979 was a  watershed year  f o r  Cen t ra l  America. In Nicaragua,  

t h e  Sand in i s t a - l ed  i n s u r g e n t s  s e i z e d  power fo l lowing a  c i v i l  war. In El 

Salvador ,  a  coup by r e f o r m i s t  m i l i t a r y  o f f i c e r s  presaged a  new e f f o r t  t o  

d e a l  with t h e  c o u n t r y ' s  p o l i t i c a l  and s o c i a l  problems a s  wel l  a s  i n t e n s i f i e d  

armed c o n f l i c t  wi th  t h e  g u e r r i l l a s .  The o i l  shock o f  1979--which doubled 

world o i l  p r i c e s  fo r  t h e  second t ime i n  a  h a l f  decade--also shook t h e  economies 

o f  the  C e n t r a l  American c o u n t r i e s .  Costa R ica ,  El  Sa lvador ,  and Honduras 

have s i n c e  gone t o  t h e  I n t e r n a t i o n a l  Monetary Fund f o r  ba lance  of payments 

a s s i s t a n c e .  In  the  process  t h e y  have a l l  promised t h e  IMF t h e y  would adopt 

tough a u s t e r i t y  programs t o  h e l p  c o r r e c t  t h e i r  payments s i t u a t i o n s .  These 

governnents  have found they need major economic p o l i c y  changes  and major  

s h i f t s  i n  t h e i r  economic s t r u c t u r e s .  The i n t e r n a l  s o c i a l  and p o l i t i c a l  c o n f l i c t s  

i n  t h e s e  c o u n t r i e s  have made i t  d i f f i c u l t ,  however, f o r  them t o  deve lop  t h e  

domest ic  bases  of  suppor t  needed t o  c a r r y  ou t  t h e  changes .  

Tmplementation of  t h e  Panama Canal Trea ty  provided a  second focus  f o r  

U.S. a i d  p o l i c y  i n  Cen t ra l  America d u r i n g  t h e  i n i t i a l  p a r t  of t h e  1978-1986 

p e r i o d .  T h e r e a f t e r ,  t h e  cana l  i s s u e  was e c l i p s e d  by o t h e r  concerns .  In 

Panama, a s  i n  t h e  o t h e r  Cen t ra l  American c o u n t r i e s ,  U. S. a i d  p o l i c y  c e n t e r e d  

i n c r e a s i n g l y  on the  c o u n t r y ' s  economic s i t u a t i o n  and i t s  r o l e  i n  r e g i o n a l  

p o l i t i c a l  a f f a i r s .  



Debates About U.S. Aid 

C o n t r o v e r s i e s :  1981-83 

The growing U.S. a i d  e f f o r t  i n  C e n t r a l  America was t h e  o c c a s i o n  f o r  

numerous execut ive-1  eg i  s l a t i v e  b a t t l e s  , a s  t h e  key p l a y e r s  sought t o  i n f l u e n c e  

t h e  s i z e  and d i r e c t i o n  o f  t h e  U.S. program. The product o f  t h i s  s t r u g g l e  

was an a i d  program whose g o a l s ,  j u s t i f i c a t i o n ,  and components o f t e n  seemed 

t o  b e  shaped i n c r e m e n t a l l y  o n  an ad hoc b a s i s .  P o l i c y  d i s c u s s i o n  and a i d  

l e v e l s  t h a t  emerged £ran congress iona l -execu t  i v e  b a t t l e s  f r e q u e n t l y  p l e a s e d  

no o n e .  Between 1979 and 1983, Congress approved ( w i t h  some s t a t u t o r y  

r e s e r v a t i o n s )  s i g n i f i c a n t  annual  i n c r e a s e s  i n  t h e  U. S. C e n t r a l  h e r  i c a  a i d  

p rogran ,  b u t  even t h e s e  i n c r e a s e s  o f t e n  f e l l  s h o r t  o f  t h e  A d m i n i s t r a t i o n ' s  

r e q u e s t s .  In s e v e r a l  c a s e s ,  t h e  Admin i s t ra t ion  had t o  s e c u r e  a d d i t i o n a l  

a p p r o p r i a t i o n s  o r  use draw-downs from o t h e r  a p p r o p r i a t e d  s t o c k s  t o  supplement 

i t s  C e n t r a l  American o p e r a t i o n s .  By mid-1983, most a n a l y s t s  agreed t h a t  t h e r e  

needed t o  be  a  new e f f o r t  t o  c l a r i f y  t h e  i s s u e s  and t o  d e f i n e  U.S. g o a l s  i n  

C e n t r a l  America. In  i t s  absence ,  many doubted t h e  program would be  a b l e  t o  

a c h i e v e  the  coherency o r  t h e  b a s i s  f o r  p u b l i c  suppor t  deemed n e c e s s a r y  f o r  

i t s  s u c c e s s  over t h e  long-term. 

The K i s s i n g e r  Commission 

Because o f  t h e  many c o n t r o v e r s i e s  surrounding t h e  U.S. a i d  program f o r  

Cen t ra l  America, P r e s i d e n t  Reagan appo in ted  a  1 2  member canmiss ion  i n  J u l y  1983 

t o  examine t h e  focus  and d i r e c t i o n  f o r  f u t u r e  U.S. a i d  t o  t h e  r e g i o n .  Chaired 

by Henry A. K i s s i n g e r ,  t h e  Nat ional  B i p a r t i s a n  Commission on C e n t r a l  America 

included 1 1  members drawn from t h e  r a n k s  of  government,  academia ,  b u s i n e s s ,  



l a b o r ,  and t h e  l e g a l  p r o f e s s i o n .  The Commission was charged with a d v i s i n g  

the  P r e s i d e n t  on the  shape o f  a  "long-term United S t a t e s  p o l i c y  t h a t  w i l l  

b e s t  respond t o  t h e  c h a l l e n g e s  of s o c i a l ,  economic, and democrat ic  development 

i n  the  r e g i o n ,  and t o  i n t e r n a l  and e x t e r n a l  t h r e a t s  t o  i t s  s e c u r i t y  and 

s t a b i l i t y  ." In  January 1984, a f t e r  h e a r i n g s ,  mee t ings ,  and t r a v e l  i n  t h e  

r e g i o n ,  t h e  Commission presented the  P r e s i d e n t  wi th  a  132-page r e p o r t  summarizing 

i t s  f i n d i n g s  and recommendations fo r  f u t u r e  U.  S .  a i d .  - 11 

The Commission i d e n t i f i e d  four  major  needs o r  g o a l s  f o r  U.S a i d  i n  the  

r e g i o n :  ( 1 )  s t a b i l i z a t i o n  programs t o  h e l p  coun te r  t h e  c o u n t r i e s '  c u r r e n t  

economic d i f f i c u l t i e s ,  ( 2 )  economic growth and development i n  o r d e r  t o  improve 

t h e  long-term s i t u a t i o n ,  ( 3 )  concer ted  a c t i o n  aimed a t  b u i l d i n g  democracy, 

i n c l u d i n g  improvements i n  human r i g h t s  and the  a d m i n i s t r a t i o n  of  j u s t i c e ,  and 

( 4 )  t h e  enhancement of t h e  r e g i o n ' s  b a s i c  m i l i t a r y  s e c u r i t y  s i t u a t i o n .  

The Commission recanmended t h a t  Congress a p p r o p r i a t e  $400 m i l  l i o n  immedi- 

a t e l y ,  a s  supplementa l  f i s c a l  1984 economic a i d .  It suggested t h a t  Congress 

approve a  comprehensive program f o r  $8 b i l l i o n  i n  economic a id  over t h e  nex t  

f i v e  years--about $6 b i l l i o n  of  i t  fo re ign  a i d  and t h e  r e s t  through o t h e r  

inves tment  and t r a d e  programs--for the  Cen t ra l  American c o u n t r i e s .  ( F o r  

t h e  fo re ign  economic a i d  c o m p n e n t ,  t h i s  amounted to  an i n c r e a s e  over c u r r e n t  

a i d  l e v e l s  of approximate ly  $1.5  b i l l i o n ,  over  the  f i v e  year  pe r iod . )  The 

Cammission a l s o  urged t h a t  Congress approve c o n t i n u i n g  i n c r e a s e s  i n  U. S. 

m i l i t a r y  a i d ,  a l though  t h e  r e q u e s t  d i d  not  c i t e  s p e c i f i c  amounts. 

The Kiss inger  Commission's reccxnmended a i d  package had a  number of  

ob j~ .c t i .wes  and components. S t a b i l i z a t i . o n  a i d  would h e l p  t h e  Cen t ra l  American 

1 1  For an a n a l y s i s  of the  r e p o r t ,  s e e :  A Summary and Ana lys i s  of t h e  Report  
of  t h e  Nat ional  B i p a r t i s a n  "Kissinger" Canmission on Cen t ra l  America, January 
1984, prepared by Richard P .  Cronin and K .  La r ry  S t o r r s ,  Congress ional  Research 
S e r v i c e .  CRS R e p r t  84-39, Feb. 29, 1984. 



c o u n t r i e s  cope with t h e i r  b a l a n c e  of payments s h o r t f a l l s  and t h e i r  c u r r e n t  

economic c r i s i s .  The Commission n o t e d ,  f o r  example, t h a t  C e n t r a l  America 

had exper ienced a  s u b s t a n t i a l  r e c e n t  d r o p  i n  n a t i o n a l  o u t p u t  l e v e l s .  ~ e d i u m  

and long term economic a i d  would h e l p  wi th  t h e  development needs  and d e a l  

with t h e  r o o t  c a u s e s  of  t h e  r e g i o n ' s  pover ty  and s o c i a l  problems. P a r t i c u l a r  

emphasis would be put on h e a l t h  and e d u c a t i o n a l  a c t i v i t i e s .  The K i s s i n g e r  

Canmission recanmended t h a t  t h e  United S t a t e s  h e l p  c r e a t e  a  new C e n t r a l  

American Development Organ iza t ion  (CAD0)--which t h e  United S t a t e s  would a l s o  

join--in o r d e r  t o  promote r e g i o n a l  c o o p e r a t i o n  and r e g i o n a l  approaches  t o  

C e n t r a l  America's economic needs .  It a l s o  urged t h a t  U.S. a i d  programs 

emphasize t h e  importance o f  marketplace  f o r c e s  i n  economic decision-making . 
In  a d d i t i o n  t o  t h e s e  economic i s s u e s ,  t h e  K i s s i n g e r  Commission a l s o  s t r e s s e d  

t h e  need fo r  i n c r e a s e d  U.S. m i l i t a r y  a i d  f o r  t h e  r e g i o n .  For El S a l v a d o r ,  

t h e  Commission s a i d ,  t h i s  meant the  United S t a t e s  should p rov ide  t h e  m i l i t a r y  

r e s o u r c e s  n e c e s s a r y  fo r  t h e  government t o  d e f e a t  t h e  i n s u r g e n t  f o r c e s .  

Recent developments 

The A d m i n i s t r a t i o n ' s  supplemental  1984 a i d  r e q u e s t  was based on the  

Kiss inger  Canmission's  recanmendat ions .  The r e q u e s t  came be f o r e  Congress a t  a  

r e l a t i v e l y  more a u s p i c i o u s  moment. The K i s s i n g e r  Commission r e p o r t  helped 

k n i t  a  b roader  consensus  about U. S. a i d  and p o l i c i e s  i n  C e n t r a l  America. I n  

a d d i t i o n ,  and perhaps more impor tan t ,  e l e c t i o n  o f  t h e  Duarte government i n  

e a r l y  1984 helped s o f t e n  c o n g r e s s i o n a l  r e s i s t a n c e  t o  U. S. a i d  f o r  E l  S a l v a d o r ,  

t h e  c rux  of t h e  previous  d e b a t e .  Congress moved t o  expand t h e  l e v e l  of U.S. 

a i d  fo r  C e n t r a l  America. In  August 1984, Congress approved $553.7 m i l l i o n  

i n  supplemental  a id  f o r  f i s c a l  1984 f o r  the  r e g i o n .  (Of t h i s ,  $358.6 m i l l i o n  

was for  e c o n m i c  a i d  and $195.2 m i l l i o n  f o r  m i l i t a r y  a i d . )  L a t e r  t h a t  y e a r ,  



Congress  approved  f i s c a l  1985 a p p r o p r i a t i o n  l e g i s l a t i o n  from which $1.012 

b i l l i o n  was a l l o c a t e d  f o r  economic and m i l i t a r y  a i d  t o  t h e  C e n t r a l  American 

c o u n t r i e s .  

Although Congress  approved more a i d  money f o r  C e n t r a l  America,  lawmakers 

t o o k  more t ime t o  a c t  on t h e  program and p o l i c y  e l e m e n t s  o f  t h e  K i s s i n g e r  

Commission p l a n .  I n  1984, t h e  House-passed v e r s i o n  o f  t h e  FY 1985 F o r e i g n  

Aid A u t h o r i z a t i o n  Act (H.R. 5119) c o n t a i n e d  many o f  t h e  items proposed b y  

t h e  Commission. That  i n i t i a t i v e  d i e d ,  however ,  when t h e  S e n a t e  d i d  no t  b r i n g  

i t s  f o r e i g n  a i d  a u t h o r i z a t i o n  l e g i s l a t i o n  t o  t h e  f l o o r .  I n  1985,  Congress  

d i d  e n a c t  i n t o  law s e v e r a l  e l e m e n t s  o f  t h e  Commission p l a n  i n  t h e  f i s c a l  

1986-87 Fore ign  Aid A u t h o r i z a t i o n  Act (P .L .  99-83).  I nc luded  were m u l t i y e a r  

a u t h o r i z a t i o n s  f o r  expanded U.S. economic a i d  t o  C e n t r a l  America-- including 

a u t h o r i z a t i o n s  f o r  $1.2 b i l l i o n  p e r  year  f o r  f i s c a l  y e a r s  1988 and 1989--and 

a u t h o r i t y  f o r  t h e  Uni ted  S t a t e s  t o  n e g o t i a t e  t h e  e s t a b l i s h m e n t  o f  (and  j o i n )  

a  C e n t r a l  American Development O r g a n i z a t i o n .  Although f u n d s  a r e  now a u t h o r i z e d  

th rough  f i s c a l  y e a r  1989,  Congress  w i l l  s t i l l  have  t o  a p p r o p r i a t e  t h e  money 

each  year  i n  t h e  a n n u a l  f o r e i g n  a s s i s t a n c e  a p p r o p r i a t i o n s  l e g i s l a t i o n .  

Budget c o n s t r a i n t s  i n  f i s c a l  y e a r  1986 reduced  economic a s s i s t a n c e  t o  C e n t r a l  

America and c o n t i n u i n g  p r e s s u r e  t o  c u t  t h e  F e d e r a l  d e f i c i t  r a i s e s  s e r i o u s  

q u e s t i o n s  whether  a i d  f o r  t h e  r e g i o n  o v e r  t h e  n e x t  fou r  y e a r s  will r e a c h  t h e  

amounts a u t h o r i z e d  i n  1985.  

Three  P e r i o d s  f o r  U.S.  Aid :  1978-86 

To h i g h l i g h t  t h e  m a j o r  t r e n d s  i n  U.S. a i d  f o r  C e n t r a l  America between 1978 

and 1986,  t h i s  paper  d i v i d e s  t h e  t imespan  i n t o  t h r e e  p e r i o d s .  It should  b e  

r e c o g n i z e d  t h a t  t h e r e  h a s  been a  g r e a t  d e a l  of year - to-year  c o n t i n u i t y  i n  U.S .  

a i d  d u r i n g  t h e s e  e i g h t  y e a r s .  N e v e r t h e l e s s ,  t h e r e  have a l s o  been some 



s i g n i f i c a n t  p o i n t s  of  change.  The d i v i s i o n  i n t o  t h r e e  time p e r i o d s  i s  

in tended t o  high1 i g h t  some of  t h e s e  changes .  

Based on t h e  s i z e  and c h a r a c t e r  o f  t h e  U.S. a i d  program i n  C e n t r a l  

America, t h i s  a n a l y s i s  groups  U.S. a i d  between 1978 and 1986 i n t o  the  fo l lowing  

pe r iods :  1978-1980, 1981-1984, and 1985-1986. Between 1978 and 1980, U.S. 

a i d  was l i m i t e d  i n  s i z e  and was main ly  economic and developmental  i n  n a t u r e .  

From f i s c a l  years  1981 through 1984, U.S. a s s i s t a n c e  focused i n c r e a s i n g l y  on t h e  

p r o v i s i o n  o f  m i l i t a r y  and ESF a i d .  In  f i s c a l  y e a r s  1985 and 1986, t h e  q u a n t i t y  

of U. S. a i d  i n c r e a s e d  s i g n i f i c a n t l y  and t h e r e  was some renewed emphasis on 

development needs .  For t h e  most p a r t ,  t h e  programs i n i t i a t e d  d u r i n g  t h e  

f i r s t  two pe r iods  have been ccropleted.  The programs i n i t i a t e d  i n  1985 and 

1986 comprise the  b u l k  o f  t h e  c u r r e n t  U.S. a i d  program i n  C e n t r a l  America 

today .  

The C o u n t r i e s  of  C e n t r a l  America 

I n  r e c e n t  y e a r s ,  t h e  seven C e n t r a l  American c o u n t r i e s  ( ~ e l i z e ,  Guatemala,  

Honduras, E l  Sa lvador ,  Nicaragua,  Costa Rica , and panama) have exper ienced 

s h a r p  p o l i t i c a l  turmoi l  and/or  economic problems. Nicaragua,  El Sa lvador ,  

and Guatemala have exper ienced i n t e r n a l  war i n  which i n s u r g e n t  movements have 

cha l l enged  t h e i r  c e n t r a l  g o v e r m e n t s .  The 1979 g u e r r i l l a  v i c t o r y  i n  Nicaragua 

d i d  n o t  l e a d  t o  peace t h e r e ,  however, a s  regime opponen t s ,  backed by t h e  

United S t a t e s ,  have taken up arms a g a i n s t  t h e  S a n d i n i s t a  government.  The 

c o l l a p s e  o f  t h e  Cen t ra l  America Common Market t h a t  began wi th  t h e  1969 war 

between Honduras and El Sa lvador ,  and a c c e l e r a t e d  wi th  t h e  r e g i o n ' s  c i v i l  

u n r e s t ,  d i s r u p t e d  r e g i o n a l  t r a d e  and h u r t  t h e  economies of  a l l  t h e  c o u n t r i e s .  

Economic sabotage by g u e r r i l l a  groups and war damage t o  the  economic i n f r a -  

s t r u c t u r e  have a l s o  taken a  t o l l  on t h e  economies of  some c o u n t r i e s ,  p a r t i c u l a r l y  



El Salvador and Nicaragua.  The o i l  p r i c e  shocks and world r e c e s s i o n  of t h e  

l a t e  1970s and e a r l y  1980s c o n t r i b u t e d  t o  r i s i n g  f o r e i g n  indeb tedness  by t h e  

Cen t ra l  American c o u n t r i e s ,  e s p e c i a l l y  Costa Rica and Panama. 

Though a l l  a r e  smal l  s t a t e s  wi th  r e l a t i v e l y  poor popu la t ions  and profound 

s o c i a l  and economic problems, t h e r e  a r e  a l s o  important  d i f f e r e n c e s  among them. 

(See t a b l e  1,  n e x t  page.)  Costa Rica and Bel ize  have made c o n s i d e r a b l e  economic 

and s o c i a l  p rogress .  Only about a  t h i r d  of t h e i r  workforce i s  i n  a g r i c u l t u r e  

and t h e i r  economies a r e  b e c m i n g  i n c r e a s i n g l y  d i v e r s i f i e d .  The o t h e r  c o u n t r i e s  

of  t h e  a r e a  s u f f e r  from s e r i o u s  s o c i a l  and h e a l t h  problems and t h e i r  economies 

remain h e a v i l y  a g r i c u l t u r a l .  A l l  the  Cen t ra l  American c o u n t r i e s  have 

exper ienced s e r i o u s  t r a d e  d e f i c i t s  i n  r e c e n t  yea r s  and s e v e r a l  a r e  deep ly  i n  

d e b t .  Honduras, Costa Rica ,  Panama, and Nicaragua a r e  p a r t i c u l a r l y  h e a v i l y  

mortgaged, and l a r g e  s h a r e s  of  t h e i r  expor t  e a r n i n g s  a r e  earmarked to  h e l p  

s e r v i c e  t h e i r  e x i s t i n g  d e b t s .  In the  m i l i t a r y  a r e a ,  t h e  c o u n t r i e s  a r e  q u i t e  

d i v e r g e n t .  Costa Rica h a s  no formal m i l i t a r y  f o r c e ,  i t s  army having been 

abo l i shed  in  1948. Nicaragua h a s  a  l a r g e  m i l i t a r y  (up t o  160,000 armed 

f o r c e s ,  i f  t h e  r e s e r v e s  and m i l i t i a  a r e  i n c l u d e d ) .  Besides t h e i r  r e g u l a r  

m i l i t a r y ,  some of  t h e s e  c o u n t r i e s  have s i z a b l e  s e c u r i t y  o r  p a r a m i l i t a r y  

f o r c e s .  E l  Sa lvador ,  fo r  example, r e p o r t e d l y  h a s  about 10,000 people i n  t h e  

Treasury  P o l i c e ,  Na t iona l  Guard, and Nat ional  P o l i c e .  Costa Rica h a s  about 

8 ,000 s e r v i n g  i n  t h e  c i v i l  guard ,  r u r a l  g u a r d ,  and o t h e r  s i m i l a r  o r g a n i z a t i o n s .  

Nicaragua,  E l  Salvador  and Honduras r e p o r t e d l y  spend the  l a r g e s t  s h a r e s  o f  

t h e i r  n a t i o n a l  budgets  on t h e  m i l i t a r y ,  while Costa Rica,  B e l i z e ,  and Panama 

spend the  l e a s t .  2 /  - 

2 /  See: I n t e r n a t i o n a l  I n s t i t u t e  f o r  S t r a t e g i c  S t u d i e s ,  M i l i t a r y  Balance ,  
1984-7, p.  142,  146, 148-53; Ruth L. S ivord,  World M i l i t a r y  and S o c i a l  Expen- 
d i t u r e ,  1985, p .  35; and U.S. Arms Control  and Disarmament Agency, World 
M i l i t a r y  Expendi tures  and Arms T r a n s f e r s ,  1985, p. 59 ,  61, 64, 65, 75, 76. 



BASIC INDICATORS: 

Popu la t ion ,  1983 (000)  
GNP, 1983 (000)  
GNP per  c a p i t a  
GNP growth, 1973-82 
Pop growth, 1973-82 

SOCIAL INDICATORS: 

Adult  l i t e r a c y ,  1980 
L i f e  expectancy 

a t  b i r t h  
I n f a n t  m o r t a l i t y  

(under  1 y e a r )  
Pop w i t h  a c c e s s  t o  

s a f e  water  

ECONOMIC INDICATORS: 

Annual i n f l a t i o n  
(1973-83) 

Share  of l a b o r  f o r c e  
i n  a g r i c u l t u r e  (1981) 
Merchandise t r a d e  

TABLE 1. C e n t r a l  America: Key I n d i c a t o r s  

B e l i z e  Costa  Rica E l  Salvador  m a t e m a l a  Honduras Nicaragua Panama - 

ba lance ,  1983 ( m i l l i o n s )  NA 
Cur ren t  account (BOP) 
balance.  1983 ( m i l l i o n s )  NA 
Fore ign  p u b l i c  d e b t  
a s  % of GNP, 1983 
Debt s e r v i c e  a s  
% of e x p o r t s :  

i n  1970 
i n  1983 

MILITARY INDICATORS: 

Defense spending a s  
% of GNP 

S i z e  of m i l i t a r y  
Reserves and paramil ;  

2,378 
2,420 
1,150 

2.5% 
2.4% 

90% 

7 4 

1.8% 

84% 
(1980) 

23.2% 

29% 

$78.0 

$-317.0 

126.3% 

10.0% 
50.6% 

0.7% 
none 

8,000 

(Sources :  World Bank's World Development Repor t ,  1985, World A t l a s ,  1985, and World 
Tab les ,  1983. Sa fe  water  d a t a  f o r  a l l  c o u n t r i e s  from AID'S 1985 Congress ional  P r e s e n t a t i o n  
document ( y e a r s  v a r y ) .  Be l i ze  d a t a  f r ~ m  AID'S CP document and World Bank sources  ( y e a r s  va ry ) .  
M i l i t a r y  s i z e  d a t a  from I n s t i t u t e  f o r  I n t e r n a t i o n a l  S t r a t e g i c  S tud ies '  The M i l i t a r y  Balance,  
1984-85. 



A Note on Methodology 

T h i s  paper i s  based p r i m a r i l y  on in fo rmat ion  published i n  the  adminis- 

t r a t i o n ' s  annual  p r e s e n t a t i o n  documents t o  Congress d i s c u s s i n g  U .  S .  f o r e i g n  

a i d  a c t i v i t i e s .  Th i s  h a s  been supplemented w i t h  d a t a  and comments de r ived  

through i n t e r v i e w s  with execu t ive  branch o f f i c i a l s  and o t h e r  r e 1  evant  o b s e r v e r s .  

Amounts a r e  s t a t e d  i n  c o n s t a n t  1986 d o l l a r s  i n  o r d e r  t o  e l i m i n a t e  the  

d i s t o r t i n g  e f f e c t s  of  i n f l a t i o n  and t o  permit  e a s y  comparison of t h e  s i z e  o f  

t h e  U.S. a i d  programs dur ing  t h e  pe r iod .  The O f f i c e  of Management and Budget 

d e f l a t o r s  fo r  f i s c a l  years  were used i n  making t h e  adjus tments  t o  c o n s t a n t  1986 

d o l l a r s .  The f i g u r e s  i n  t h i s  r e p o r t  show t h e  amounts of money which t h e  United 

S t a t e s  o b l i g a t e d  fo r  each program and c o u n t r y  dur ing  each f i s c a l  y e a r ,  t h a t  i s ,  

t h e  amount the  United S t a t e s  fo rmal ly  committed dur ing  t h e  f i s c a l  y e a r .  Those 

f i g u r e s  w i l l  no t  n e c e s s a r i l y  correspond t o  t h e  amounts a p p r o p r i a t e d  fo r  each  

f i s c a l  y e a r ,  s i n c e  money i s  n o t  always o b l i g a t e d  i n  t h e  same f i s c a l  year  i t  i s  

a p p r o p r i a t e d .  For example, t h e  Admin i s t ra t ion  may f ind  i t  d e s i r a b l e ,  f o r  

o p e r a t i o n a l  o r  p o l i c y  r e a s o n s ,  t o  d e l a y  i t s  commitment of  funds f o r  a  s p e c i f i c  

p r o j e c t  u n t i l  a l a t e r  pe r iod .  A l t e r n a t i v e l y ,  supplemental  a p p r o p r i a t i o n s  

enac ted  l a t e  i n  a  f i s c a l  year  may sometimes b e  e l i g i b l e  f o r  o b l i g a t i o n  dur ing  

a l l  o r  p a r t  of t h e  succeeding f i s c a l  y e a r .  

As a  p a r t i c u l a r  i n s t a n c e ,  one  should no te  t h a t  the  funds provided i n  the  

supplemental  1984 a p p r o p r i a t i o n  were no t  a l l  o b l i g a t e d  t h a t  f i s c a l  yea r .  Almost 

a l l  $195.3 m i l l i o n  f o r  supplemental  m i l i t a r y  a i d  were o b l i g a t e d  dur ing  the  l a s t  

days of  f i s c a l  1984,  a s  were $60 m i l l i o n  of t h e  Economic Support Fund (ESF) a i d  

and $3 50,000 o f  supplemental  a p p r o p r i a t i o n  f o r  development a i d .  - 3 1  

3 1  The $18.5 m i l l i o n  i n  M i l i t a r y  Ass i s t ance  Programs (MAP) funds o r i g i n a l l y  
schedJled for  t h e  Regional M i l i t a r y  Training Center (bu t  never  o b l i g a t e d )  i n  
f i s c a l  1984 were reprogrammed i n  f i s c a l  1985, however, and f o r  E l  Sa lvador ,  
Honduras and Costa Rica .  



The remaining $230.5 m i l l i o n  fo r  ESF a s s i s t a n c e  and $67.7 m i l l i o n  f o r  A I D  

development a i d  were o b l i g a t e d ,  though,  i n  t h e  f i r s t  h a l f  o f  f i s c a l  1985. 

This  compl ica tes  t h e  a n a l y t i c a l  p rocess .  Because of  t h e  way t h e  s u p p l e -  

menta l  1984 funds were o b l i g a t e d ,  t h e  i n c r e a s e  i n  the  volume o f  U.S. m i l i t a r y  

a s s i s t a n c e  t o  C e n t r a l  America seems t o  d a t e  from f i s c a l  1984, whereas t h e  

b u i l d u p  i n  U.S. economic a id  seems t o  beg in  i n  f i s c a l  1985. In f a c t ,  t h e  

money f o r  b o t h  i n c r e a s e s  o r i g i n a t e d  with t h e  supplementa l  1984 a p p r o p r i a t i o n  

l e g i s l a t i o n ,  which was reques ted  fol lowing i s s u a n c e  of  t h e  K i s s i n g e r  Commission 

r e p o r t  and enacted a f t e r  t h e  e l e c t i o n  of  t h e  Duarte government i n  E l  Sa lvador .  

The assignment of  t h e s e  funds t o  one f i s c a l  yea r  o r  the  o t h e r  i s  more an 

accoun t ing  phenomenon than  an i n d i c a t i o n  of p o l i c y .  

CHANGES I N  THE TOTAL SIZE OF THE U.S. A I D  PROGRAM 

As Figure  1 (nex t  page) i n d i c a t e s ,  t h e r e  h a s  been a  s u b s t a n t i a l  i n c r e a s e  

i n  the  o v e r a l l  volume of  U.S. m i l i t a r y  and economic a i d  t o  C e n t r a l  America 

s i n c e  1979. From a  high po in t  i n  1965, i n  t h e  mids t  o f  t h e  A l l i a n c e  f o r  P r o g r e s s  

pe r iod  i n  U.S. a i d  t o  L a t i n  America, t h e  r e a l  va lue  o f  U.S. a i d  t o  C e n t r a l  

America d r i f t e d  g r a d u a l l y  downward. In  1978,  t h e  United S t a t e s  provided t h e  

r e g i o n  wi th  t h e  s m a l l e s t  amount o f  a i d  ( i n  r e a l  terms) s i n c e  1961. 

Beginning i n  1979,  t h e  volume of  U.S. a i d  t o  t h e  r e g i o n  i n c r e a s e d  markedly .  

By f i s c a l  1982, i t  exceeded the  high p o i n t  f o r  U.S. a i d  i n  r e a l  terms d u r i n g  

t h e  Al l i ance  fo r  Progress  pe r iod .  It h a s  grown s i n c e  then  t o  more t h a n  12 

t imes  t h e  volume provided i n  f i s c a l  1979. In  1986, t h e r e  i s  a  d e c r e a s e  i n  

t h e  annual l e v e l  of U.  S. a i d  f o r  C e n t r a l  America. In p a r t ,  t h i s  i s  because  

worldwide f o r e i g n  a id  money a p p r o p r i a t e d  by Congress was s m a l l e r  i n  f i s c a l  

1986, so the  amount a v a i l a b l e  f o r  C e n t r a l  America was a l s o  l e s s .  In p a r t ,  



Figure  1  
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i t  i s  a l s o  because the  1985 f i g u r e  i n c l u d e s  s u b s t a n t i a l  suns approp ia ted  i n  

f i s c a l  1984 b u t  o b l i g a t e d  i n  1985. 

I V .  CHANGES I N  THE COMPOSITION OF U.S. A I D  

Since  1978, t h e r e  h a s  been a  major s h i f t  i n  t h e  c m p o s i t i o n - - t h e  mix o f  

prograns  and the  types  of aid--which t h e  United S t a t e s  h a s  provided to  

Centra l  America. This can  be shown i n  two ways: by t h e  purposes which t h e  

a i d  i s  supposed to  accanpl i s h ,  o r  by t h e  more t r a d i t i o n a l  program-by-program 

format (which does  not t ake  i n t o  account t h e  over lapp ing  purposes o f  some 

programs).  



A s  F igure  2 (nex t  page) i n d i c a r e s  , t h e r e  h a s  been a  s u b s t a n t i a l  i n c r e a s e  

i n  t h e  amount of  a i d  focused on meet ing the  C e n t r a l  American c o u n t r i e s '  

ba lance  of payments n e e d s .  - 4 /  From zero i n  1978,  b a l a n c e  of payments a i d  

h a s  grown t o  becane the  l a r g e s t  form of U. S. a i d  t o  t h e  C e n t r a l  American 

r e g i o n .  The l e v e l  o f  m i l i t a r y  a i d  h a s  a l s o  grown q u i t e  markedly s i n c e  1981, 

whi le  the  volume of  development-type a id  s t ayed  about t h e  same ( i n  r e a l  

terms) u n t i l  t h e  l a s t  two f i s c a l  y e a r s .  

4 /  A s  used h e r e ,  t h e  c a t e g o r i e s  a r e  d e f i n e d  a s  f o l l o w s :  Tne b a l a n c e  
of c a t e g o r y  i n c l u d e s  a l l  Economic Support Fund (ESF) s t a b i l i z a t i o n  
a i d  and P.L. 480 T i t l e  I food l o a n s .  Both a r e  f a s t - d i s b u r s i n g  a i d  des igned 
t o  h e l p  t h e  r e c i p i e n t  f inance  c u r r e n t  i m p o r t s .  ~ i l i t a r y  a i d  i n c l u d e s  t h e  
M i l i t a r y  A s s i s t a n c e  Program (MAP) ,  Fore ign M i l i t a r y  S a l e s  ( M S )  c r e d i t s ,  and 
t h e  I n t e r n a t i o n a l  M i l i t a r y  Tra in ing  and Educat ion (IMET) program. Developmental 
a i d  i n c l u d e s ,  b e s i d e s  t h e  r e g u l a r  A I D  development a c c o u n t s ,  t h e  p o r t i o n  o f  t h e  - 
ESF program which f i n a n c e s  p r o j e c t  a s s i s t a n c e .  It a l s o  i n c l u d e s  Peace Corps ,  
P.L. 480 T i t l e  I1 food g r a n t s ,  and d i s a s t e r  a i d .  These a l l  focus  e i t h e r  on 
long-term economic, s o c i a l ,  and i n s t i t u t i o n a l  change o r  on meet ing d i r e c t  
i n d i v i d u a l  needs .  See the  g l o s s a r y  ( p p .  63-51 f o r  d e t a i l e d  d e s c r i p t i o n  o f  each 
of  t h e s e  programs . 
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A NOTE ON AREA GRAPHS I 

I 
This  s t u d y  employs a  number of  a r e a  g raphs ,  a s  i n  f i g u r e  2, 1 

t o  i l l u s t r a t e  i t s  f i n d i n g s .  The r e a d e r  should no te  t h a t  the  1 
l i n e s  i n  a r e a  g raphs  never c r o s s .  The top  l i n e  shows t h e  t o t a l  I 
spen t  a t  any one time f o r  a l l  U.S. a i d ,  whi le  t h e  gap between t h e  I 
l i n e s  shows t h e  amounts s p e n t  on each s e p a r a t e  program o r  a r e a  of 1 
a c t i v i t y .  Thus, f o r  example, t h e  t o t a l  amount o f  U.S. a i d  i n  1 
1985 was about $1.5 b i l l i o n ,  w i t h  about $725 m i l l i o n  of t h i s  going 
f o r  b a l a n c e  of  payments a i d  ( t h e  $1 .5  b i l l i o n  t o t a l ,  l e s s  the  $775 1 
m i l l i o n  shown below f o r  m i l i t a r y  and development programs),  $250 ] 
m i l l i o n  f o r  m i l i t a r y  a i d  ( t h e  $775 m i l l i o n  shown a t  the top  edge 1 
o f  t h e  m i l i t a r y  a r e a ,  l e s s  t h e  $525 m i l l i o n  shown f o r  development I 
a i d ) ,  and $525 m i l l i o n  f o r  developmental a id  ( t h e  $525 m i l l i o n  I 
shown by t h e  top  o f  t h e  development l i n e ,  l e s s  t h e  ze ro  of  the  1 
b a s e l i n e )  . The appendices  c o n t a i n  t a b l e s  showing t h e  a c t u a l  I 
amounts o b l i g a t e d  each year  ( i n  c u r r e n t  and i n  c o n s t a n t  d o l l a r s )  I 
f o r  each U.S. a i d  progran i n  each Cen t ra l  American c o u n t r y .  I 

I 

Figure  2  

US Aid to Central America, 1978-86 
by Purpose or Objective 

(constant 1986 $1 
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F i g u r e  3 p r e s e n t s  t h e  same i n f o r m a t i o n ,  b u t  g r o u p s  t h e  a i d  a c c o r d i n g  

t o  t h e  s p e c i f i c  k i n d s  of  programs unde r t aken  i n  t h e  a r e a .  The program-by-program 

fo rma t  i s  t h e  most  f a m i l i a r  way o f  s e e i n g  t h e  d a t a  and i t  i s  t h e  way Congress  

p r o v i d e s  t h e  f u n d s  t h r o u g h  i t s  annua l  a u t h o r i z a t i o n  and a p p r o p r i a t i o n  1 e g i s -  

l a t i o n .  As t h e  f i g u r e  i n d i c a t e s ,  Economic Suppor t  Fund a i d  h a s  been  t h e  

most r a p i d l y  growing U. S .  a i d  program i n  C e n t r a l  America i n  r e c e n t  y e a r s .  

It h a s  provided  t h e  r e g i o n a l  c o u n t r i e s  w i t h  s u b s t a n t i a l  i n f u s i o n s  o f  f a s t  

d i s b u r s i n g  money t o  h e l p  s t a b i l i z e  t h e i r  economies and d e a l  w i t h  t h e i r  b a l a n c e  

o f  payments c r i s e s .  As  F i g u r e  3  shows,  t h e  Uni ted  S t a t e s  p rov ided  no economic 

s u p p o r t  a i d  t o  C e n t r a l  America i n  1978,  whereas i n  f i s c a l  1983,  i t  was t h e  

l a r g e s t  U . S .  a i d  program i n  t h e  r e g i o n .  The volume o f  food l o a n s  (P.L. 480 



T i t l e  I ass i s t ance) - -ano the r  form of f a s t  d i s b u r s i n g  ba lance  of payments a id--  

grew r a p i d l y  a f t e r  1979 but l e v e l e d  o f f  ( i n  r e a l  terms) between 1982 and 

1984. The m i l i t a r y  a  id programs demonstrated c o n s i s t e n t  growth throughout  

t h e  1978-85 p e r i o d ,  u n t i l  the  d e c l i n e  i n  f i s c a l  1986, whi le  t h e  development 

program remained almost unchanged i n  s i z e  ( i n  r e a l  terms) between 1979 and 

1953. The amounts a l l o c a t e d  f o r  development a i d  increased some i n  the  l a s t  

two f i s c a l  y e a r s .  

Not a l l  i n d i v i d u a l  programs i n  each g e n e r a l  a r e a  o f  a c t i v i t y  demonstra ted  

t h e  same amount o f  growth.  F igure  4  (next  page) i l l u s t r a t e s  t h i s  po in t  by 

providing comparative f i g u r e s  of  t h e  average annual commitments d u r i n g  t h i s  

per iod.  In t h e  development a r e a ,  A I D  development a i d  was t h e  l a r g e s t  and 

t h e  n o s t  r a p i d l y  growing type of development a i d  i n  the  r e g i o n .  The o t h e r  

t h r e e  programs--disaster  a i d ,  P.L. 480 T i t l e  I1 food g r a n t  a i d ,  and Peace 

Corps operations--were smal le r  and and sometimes d e c l i n i n g  e lements  of  U.S. 

development a i d  e f f o r t .  S i m i l a r l y ,  i n  t h e  m i l i t a r y  a r e a ,  MAP g r a n t  a i d  

grew from ze ro  i n  the  e a r l y  y e a r s  t o  become the  predominant form f o r  U.S. 

Cen t ra l  American m i l i t a r y  a i d ,  f a r  e c l i p s i n g  the  small  IMET m i l i t a r y  educa t ion  

program and the  s h r i n k i n g  FMS c r e d i t  program. The two b a l a n c e  of  payments 

a i d  programs--P.L. 480 T i t l e  I food l o a n s  and ESF a id--a lso  showed con t inued  

s u b s t a n t i a l  growth dur ing  t h e  1978-86 p e r i o d .  

Besides t h i s  s h i f t  i n  programs through which t h e  United S t a t e s  provides  

a i d  to  Cen t ra l  America, t h e r e  a l s o  h a s  been a  s o f t e n i n g  of t h e  terms of  t h i s  

a i d  over t h e  y e a r s .  As F igure  5 ( p .  18) i n d i c a t e s ,  U.S. a i d  t o  Cen t ra l  

America i s  now provided mainly  on a  g r a n t  r a t h e r  than a  loan  b a s i s .  In  f i s c a l  

f i s c a l  1980,  on ly  18 percent  of i t  was g r a n t  a i d ,  whereas i n  1985 and 1986, 

over  83 pe rcen t  was on a  g r a n t  b a s i s .  The d o l l a r  va lue  of t h i s  g r a n t  a i d  

h a s  inc reased  enormously. 
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F i g u r e  4 

Average Annual Size o f  I n d i v i d u a l  
US Aid Programs i n  Cen t ra l  America 

Three Periods, 1978-86 
( m i l l i o n s  o f  1986 $1 

Annual Average 1978-80 

&g% Annual Average 1981-84 

@ Annual Average 1985-86 

0 
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Development A id  Payments A i d  

The q u a n t i t y  o f  U.S. l o a n  a i d  f o r  t h e  r e g i o n  a l s o  s w e l l e d  some ( i n  r e a l  

t e n s ) ,  peaking  i n  1983.  T h e r e a f t e r ,  a s  t h e  s h a r e  o f  g r a n t  a i d  i n c r e a s e d ,  

t h e  amount o f  U.S. l o a n  a i d  d e c r e a s e d  u n t i l ,  i n  f i s c a l  1986, i t  was r o u g h l y  

e q u i v i l e n t  t o  t h e  amount provided  i n  t h e  f i r s t  y e a r s  o f  t h e  p e r i o d  ( s e e  F i g u r e  

5 ,  n e x t  page) . 

V. CHANGES IN COUNTRY SHARES FOR U.S. AID 

O v e r a l l  Changes i n  t h e  Region 

F i g u r e  6 ( p .  19)  shows t h e  t r e n d  i n  a l l o c a t i o n  o f  U.S. f o r e i g n  a i d  by 

c o u n t r y  i n  C e n t r a l  America d u r i n g  t h e  p a s t  e i g h t  y e a r s .  F i g u r e  7 ( p .  20) 
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F i g u r e  5 

Terms (Loan o r  Gran t )  
A i d  t o  C e n t r a l  America, 

( m i l  l i o n s  o f  1986 

f o r  US 

dg78-86 

1983 1904 

Economic 
G ran t  A i d  

M i l i t a r y  
G ran t  A i d  

83.1 = % G ran t  

shows how much each  c o u n t r y  r e c e i v e d  of  t h e  t o t a l  U.S. a i d  p rov ided  d u r i n g  

e a c h  o f  t h e  t h r e e  p e r i o d s  used i n  t h i s  s t u d y .  

The U.S. a i d  p rog ran  i n  C e n t r a l  America was r a t h e r  sma l l  i n  1978. A f t e r  

1979,  however,  t h e r e  was a  major  i n c r e a s e  i n  t h e  volume o f  a s s i s t a n c e  

f o r  E l  S a l v a d o r ,  Honduras,  and ( a f t e r  1981) Cos t a  R ica .  I n c r e a s e d  a i d  f o r  

Nicaragua  was b r i e f ,  t h e  h igh  p o i n t  coming i n  1981. The U.S. a i d  l e v e l s  f o r  

Nicaragua  f e l l  s u b s t a n t i a l l y  i n  1982,  and ended t h e r e a f t e r .  Fo r  t h e  o t h e r  

r e g i o n a l  c o u n t r i e s ,  t h e  q u a n t i t y  of  U.S. a i d  s t a y e d  about  t h e  same ( p e r h a p s  

even d e c l i n i n g  s l i g h t l y  i n  r e a l  te rms)  u n t i l  f i s c a l  1984. T h e r e a f t e r ,  a s  

t h e  supp lemen ta l  funds  recanmended b y  t h e  K i s s i n g e r  Canmission were o b l i g a t e d  



F i g u r e  6 

US A id  t o  C e n t r a l  America, 
by  C o u n t r y  (1986 $1 

$s 
1 i o n s  

i n  f i s c a l  1985, major  i n c r e a s e s  o c c u r r e d .  As F i g u r e s  6 and 7 ( n e x t  page) 

i n d i c a t e ,  for  example, t h e  l a s t  two y e a r s  saw major i n c r e a s e s  i n  U. S.  a i d  

f o r  Guatemala and the  C e n t r a l  American r e g i o n a l  p rograu ,  i n  a d d i t i o n  t o  t h e  

more widely p u b l i c i z e d  i n c r e a s e s  fo r  t h e  t h r e e  l a r g e s t  r e c i p i e n t s .  Th i s  

r e f l e c t s ,  among o t h e r  t h i n g s ,  t h e  K i s s i n g e r  Commission's s t r e s s  o n  the  need 

for  a  more r e g i o n a l  approach towards t h e  r e s o l u t i o n  of  C e n t r a l  America 's  

economic and p o l i t i c a l  problems, a s  we l l  a s  U.S. s u p p o r t  f o r  Guatemala ' s  

move towards c i v i l i a n  r u l e .  

F i g u r e  7 shows t h a t ,  i n  some c a s e s ,  t h e r e  have been s i g n i f i c a n t  s h i f t s  i n  

the  p r o p o r t i o n a l  s h a r e  of U.S. a i d  which h a s  gone to  some C e n t r a l  American 

c o u n t r i e s .  E l  Salvador r ece ived  10  p e r c e n t  of  U.S. a i d  dur ing  t h e  1978-80 



t E l  Salvador 

$402.2 m i  11 i o n  
( c u r r e n t  $1 
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F i g u r e  7 

Countrv Shares f o r  US A id  
t o  * c e n t r a l  America 

Three Per iods,  1978-86 

-1 1981-1 US Aid, 1985-6 i 
B e l i z e  Guatemala 

T o t a l  f o r  Per iod:  T o t a l  f o r  Per iod :  
$2,463.1 m i l  l i o n  $2,448.8 m i l l i o n  

( c u r r e n t  $1 ( c u r r e n t  $1 

p e r i o d ,  f o r  example,  w h i l e  i n  f i s c a l  y e a r s  1981-84, i t  r e c e i v e d  n e a r l y  h a l f  

t h e  t o t a l  U.S. a i d  a l l o c a t e d  f o r  C e n t r a l  America. In f i s c a l  1985 and  1986,  

t h e  amount o f  U.S. a i d  f o r  E l  Sa lvador  i n c r e a s e d ,  y e t  i t s  s h a r e  o f  t o t a l  a i d  

i n  t h e  r e g i o n  s h r a n k  t o  4 0  p e r c e n t .  Cos ta  Rica  expe r i enced  a  s i m i l a r  i n c r e a s e  

and d e c r e a s e  i n  i t s  s h a r e  o f  t o t a l  U.S. r e g i o n a l  a i d .  Honduras,  o n  t h e  o t h e r  

h a n d ,  r e c e i v e d  abou t  o n e - f i f t h  o f  a l l  U .  S .  r e g i o n a l  a i d  t h roughou t  t h e  e n t i r e  

1978-86 p e r i o d .  



S p e c i f i c  Country Programs 

I n  a d d i t i o n  t o  the  changing coun t ry  s h a r e s  o f  U.S. a i d ,  t h e r e  were a l s o  

s i g n i f i c a n t  s h i f t s  d u r i n g  t h e  1978-86 per iod i n  t h e  c a n p o s i t i o n  of  U. S .  a i d  

f o r  each r e c i p i e n t  n a t i o n .  The fol lowing e i g h t  g raphs  show t h e  changes  i n  

t h e  s i z e  and t h e  composi t ion f o r  U.S. a i d  programs i n  each  c o u n t r y  and f o r  

t h e  r e g i o n a l  program i n  C e n t r a l  America. The a i d  programs f o r  t h e  major  re-  

c i p i e n t  s--El Salvador ,  Honduras, and Costa Rica--may be e a s i l y  compared 

through v i s u a l  i n s p e c t i o n ,  a s  t h e i r  g raphs  a r e  a l l  on the  same s c a l e .  Like- 

wise ,  t h e  minor rec ipients- -Guatemala ,  Panama, t h e  r e g i o n a l  program, B e l i z e ,  

and Nicaragua--may b e  e a s i l y  compared w i t h  each o t h e r  because  those  f i g u r e s  

a r e  rough ly  on t h e  same s c a l e  b u t  much s m a l l e r .  

The r e a d e r  should  no te  t h a t ,  w h i l e  the  g r a p h s  f o r  t h e  major  and minor  

a i d  r e c i p i e n t s  appear  t o  be s i m i l a r ,  t h e y  a r e  no t  d i r e c t l y  c a n p a r a b l e ,  s i n c e  

they  a r e  on d i f f e r e n t  s c a l e s .  (The Y a x i s  f o r  major  r e c i p i e n t s  g o e s  t o  $600 

m i l l i o n ,  while t h e  a x i s  f o r  minor r e c i p i e n t s  o n l y  goes  t o  $1.75 m i l l i o n . )  

The same s i z e  l i n e  means d i f f e r e n t  t h i n g s  i n  the  s e p a r a t e  i n s t a n c e s .  

Were t h e  two s e t s  of  c h a r t s  t o  be p u t  on t h e  same s c a l e ,  t h e  columns f o r  t h e  

minor a id  r e c i p i e n t s  would have been so s h o r t  and so nea r  the  b a s e l i n e s  a s  

t o  be  v i r t u a l l y  unreadable .  

Major R e c i p i e n t s  

E l  Salvador  

The U.S. a i d  program i n  El Salvador  h a s  t aken  p l a c e  i n  t h e  c o n t e x t  o f  

s e v e r e  economic, m i l i t a r y ,  and p o l i t i c a l  problems. The c o u n t r y  s u f f e r s  from 

chron ic  s o c i a l  and p o l i t i c a l  c l eavages  a t t r i b u t a b l e  t o  p o v e r t y ,  h i s t o r i c  



e n m i t i e s ,  and p o l i t i c a l  abuses .  T r a d i t i o n a l i s t ,  r e f o r m i s t ,  and r e v o l u t i o n a r y  

groups a r e  a1 1 f o r c e f u l l y  p r e s s i n g  t h e i r  c a p e  t i n g  agendas and t h e i r  c o n f l i c t i n g  

g o a l s  for  t h e  c o u n t r y .  The c i v i l  war i s  a  mul t i -s ided c o n f l i c t  with s u b t l e  

p a t t e r n s  of  o p p o s i t i o n  and a l l i a n c e .  

Because o f  war and o t h e r  problems, El  Sa lvador ' s  economy h a s  been m d e r  

g r e a t  s t r a i n .  After  exper ienc ing  5 percen t  annual growth throughout  t h e  

1970s ,  t h e  n a t i o n a l  economy c o n t r a c t e d  s h a r p l y .  Between 1979 and 1983, t h e  

r e a l  GDP shrank  by 25  p e r c e n t ,  wi th  corresponding d rops  i n  e x p o r t s  and 

employment, i n c r e a s e d  c a p i t a l  f l i g h t ,  and a  75 p e r c e n t  f a l l  i n  p r i v a t e  

investment . A c h r o n i c  ba lance  of payments d e f i c i t  brought  inc reased  f o r e  ign 

indeb tedness  and growing l i m i t s  on the  c o u n t r y ' s  c a p a c i t y  t o  f inance  needed 

imports .  In 1984, t h e  p a t t e r n  o f  d e c l i n e  was r e v e r s e d ,  a s  t h e  c o u n t r y  

exper ienced a  modest 1.5 p e r c e n t  growth i n  r e a l  GDP. On a  per c a p i t a  b a s i s ,  

however, i t  was s t i l l  i n  d e c l i n e .  Nearly 40 t o  50 percent  o f  t h e  r e l e v a n t  

popu la t ion  remains unemployed o r  underanployed . The Salvadoran g o v e r m e n t  

and t h e  U.S. a i d  program have sought t o  s t a b i l i z e  t h e  economic s i t u a t i o n ,  

s t i m u l a t e  growth,  and i n c r e a s e  employment and inves tment .  

On t h e  m i l i t a r y  f r o n t ,  t h e r e  have been s u b s t a n t i a l  h o s t i l i t i e s  throughout  

t h e  r e c e n t  pe r iod .  In January 1981, t h e  FMLN (Farabundo Marti Nat ional  

L i b e r a t i o n  F r o n t )  r e b e l s  launched t h e i r  " f i n a l  o f f e n s i v e , "  which b rough t  a  

s i g n i f i c a n t  i n c r e a s e  i n  canba t  and c o n t r o l  of some t e r r i t o r y .  At tacks  on 

pub1 i c  f a c i l i t i e s  fo l lowed ,  inc lud ing  widespread d e s t r u c t i o n  of  b r i d g e s  and 

e l e c t r i c a l  f a c i l i t i e s .  In February 1982, a  s u c c e s s f u l  i n s u r g e n t  r a i d  on a  

key a i r b a s e  des t royed a  l a r g e  number o f  government h e l i c o p t e r s  and advanced 

a i r c r a f t .  There was s e r i o u s  concern ,  o n  the p a r t  of  U.S. Admin i s t ra t ion  and 

o t h e r s ,  t h a t  t h e  war might be s ta lemated o r  even l o s t  un less  t h e  Salvadoran 

goverranent r ece ived  a d d i t i o n a l  U.S. a i d .  Since  1984, t h e  l e v e l  of c o n f l i c t  



h a s  d i m i n i s h e d  and t h e r e  have been fewer a c t i o n s  invo lv ing  l a r g e  s c a l e  g u e r r i l l a  

u n i t s .  L a t e l y ,  t h e  r e b e l s  have a p p a r e n t l y  r e t u r n e d  t o  the  t a c t i c s  and approaches  

o f  t h e  e a r l i e r  p e r i o d .  

On the  p o l i t i c a l  f r o n t ,  El Salvador  h a s  exper ienced a  long pe r iod  of 

s e r i o u s  i n s t a b i l i t y .  Following a  coup by young o f f i c e r s  i n  October 1979,  t h e  

c o u n t r y  was r u l e d  by a  s e r i e s  o f  c i v i l i a n - m i l i t a r y  j u n t a s  which promulgated 

land re fo rm and o t h e r  r e  forms. The j u n t a  exper ienced c o n s i d e r a b l e  t u r m o i l ,  

however, and key e lements  d e f e c t e d  t o  the  g u e r r i l l a s ,  c l a iming  t h a t  t h e  new 

g o v e r m e n t  was unable t o  c o n t r o l  t h e  m i l i t a r y  o r  c o n s t r a i n  p o l i t i c a l  v i o l e n c e ,  

inc lud ing  the  k i l l i n g  of U. S. c i t i z e n s .  I n  March 1982, a  C o n s t i t u e n t  Assembly 

was e l e c t e d  t o  w r i t e  a  new c o n s t i t u t i o n ,  and an i n t e r i m  government was formed 

under Alvaro Magana. During t h e  1982-1983 p e r i o d ,  c o n s e r v a t i v e  groups  

exper ienced enhanced i n f l u e n c e  and i t  appeared t h a t  many o f  t h e  reforms would 

b e  nega ted .  During t h i s  p e r i o d ,  t h e r e  were con t inu ing  c la ims  t h a t  the  s e c u r i t y  

fo rces  were u n r e s t r a i n e d  and t h e  l e v e l  o f  human r i g h t s  abuse remained h i g h .  

In March and May 1984, however, a  n a t i o n a l  e l e c t i o n  l e d  t o  the  i n a u g u r a t i o n  

of Jose  Napolean Duar te ,  a  r e f o r m i n d e d  C h r i s t i a n  Democrat. E s p e c i a l l y  

s i n c e  the  1985 l e g i s l a t i v e  e l e c t i o n s ,  t h e  r ight-wing f o r c e s  have been somewhat 

e c l i p s e d  i n  t h e i r  power and i n f l u e n c e ,  t h e  c o u n t r y  h a s  a  c l e a r e r  focus f o r  

p o l i c y ,  and t h e  l e v e l  of  hunan r i g h t s  v i o l a t i o n s  h a s  aba ted  somewhat. 

Q u e s t i o n s  remain ,  however, on whether Duarte h a s  e f f e c t i v e  c o n t r o l  o f  t h e  

m i l i t a r y  and whe ther--given t h e  r e a l i t i e s  o f  t h e  Salvadoran p o l i t i c a l  system--he 

h a s  the  power t o  implement h i s  r e f o r m i s t  programs. 

~ i ~ u r e  8 ( n e x t  d i s p l a y s  t h e  record  of U.S. a i d  t o  E l  Sa lvador  since 

1978. It shows t h a t  U.S. a i d  i n c r e a s e d  q u i t e  r a p i d l y  a f t e r  1979. The initial 

U.S. r e sponse  t o  the  m i l i t a r y  coup i n  1979 was a  ma jor  increase  in t h e  

volume o f  developmental  a i d  i n  f i s c a l  1980, ob ta ined  through a  r a p i d  
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r e p r o g r m m i n g  o f  e x i s t i n g  1980 f u n d s .  With i t s  f i s c a l  1981 a i d  program f o r  

El S a l v a d o r ,  however,  t h e  C a r t e r  A d m i n i s t r a t i o n  s e t  t h e  p a t  t e r n  f o r  s u b s e q u e n t  

a l l o c a t i o n s  o f  U.S. a i d - - r a p i d l y  growing amounts o f  m i l i t a r y  and economic 

s u p p o r t  a s s i s t a n c e  and r e l a t i v e l y  unchanged f lows  ( i n  r e a l  t e rms )  o f  deve lop-  

men ta l  a i d .  T h i s  p a t t e r n  c o n t i n u e d  through t h e  e a r l y  y e a r s  o f  t h e  Reagan 

Admin i s t r a t i on . ,  F i s c a l  y e a r s  1981 th rough  1984 saw an e  i g h t - f o l d  i n c r e a s e  

i n  t h e  volume o f  t o t a l  U.S. a i d ,  w i t h  b a l a n c e  o f  payments a i d  (ESF and P.L. 

4 8 0  food l o a n s )  a c c o u n t i n g  e v e n t u a l l y  f o r  about  h a l f  w h i l e  m i l i t a r y  and 

development  a i d  each  accounted  f o r  a n o t h e r  q u a r t e r  o f  t o t a l  U.S. a i d .  During 

f i s c a l  1984,  t h e  l a s t  year  of  t h i s  middle  p e r i o d ,  t h e  l e v e l  o f  deve lopment  



a i d  dec reased  markedly,  while t h e  volume o f  m i l i t a r y  a i d  more t h a n  doub led .  

' Ih is  i s  d u e ,  i n  p a r t ,  t o  the  f a c t  t h a t  a l l  the  supplemental  m i l i t a r y  a i d  

a p p r o p r i a t e d  f o r  E l  Salvador a f t e r  t h e  appearance o f  t h e  Kiss inger  Commission 

r e p o r t  was committed i n  f i s c a l  1984. - 5/ The volume of  U.S. economic a i d  was 

h i g h e r  i n  f i s c a l  1985 and 1986 than  i n  previous  y e a r s ,  though lower i n  1986 

than  i n  1985. In p a r t ,  i t  r e f l e c t s  t h e  f a c t  tha t - -unl ike  t h e  m i l i t a r y  a i d  

a p p r o p r i a t e d  a t  t h e  same time--the supplementa l  1984 economic a i d  was a l l  

o b l i g a t e d  i n  f i s c a l  1985. The amount of  U.S. developmental  a id  a l s o  grew 

i n  f i s c a l  1985 while--a f a c t  not  r e f l e c t e d  i n  t h e  f i g u r e s  here--more ESF a i d  

than b e f o r e  ($76 .5  m i l l i o n  i n  f i s c a l  y e a r s  1985-6) was scheduled f o r  use 

i n  development programs. 

Honduras 

Honduras i s  t h e  poores t  c o u n t r y  i n  the  r e g i o n ,  and i t s  p o v e r t y ,  t o  some 

e x t e n t ,  h a s  been a  focus f o r  U. S. a s s i s t a n c e .  However, o t h e r  f a c t o r s - - t h e  

need f o r  Honduran c o o p e r a t i o n  i n  the  El Salvador  s i t u a t i o n ,  t h e  need of 

Honduran o p e r a t i o n a l  bases  fo r  t h e  U.S.-backed a n t i - S a n d i n i s t a  g u e r r i l l a s ,  

and Honduran r i v a l r i e s  wi th  E l  Salvador--have been more c r u c i a l  e x p l a n a t i o n s  

fo r  t h e  r i s i n g  a i d  l e v e l s .  Honduras h a s  been t h e  l o c u s  f o r  much U. S. p o l i c y  

towards neighbor ing c o u n t r i e s .  Honduras h a s  been asked to  take  on inc reased  

m i l i t a r y  t a s k s  on i t s  Western border - -con t ro l l ing  r e f u g e e s ,  c ross -border  

i n c u r s i o n s ,  and the  f low o f  s u p p l i e s  t o  the  El Salvador  g u e r r i l l a s  from 

5 /  The supplemental  1984 a p p r o p r i a t i o n  l e g i s l a t i o n  provided almost  $132 
m i l l i o n  f o r  m i l i t a r y  a s s i s t a n c e ,  a  major i n c r e a s e  over t h e  $64.8 m i l l i o n  v o t e d  
i n  the  r e g u l a r  f i s c a l  1984 funding b i l l .  The $90 m i l l i o n  f o r  supplementa l  ESF 
and $23 m i l l i o n  fo r  supplementa l  A I D  development a i d ,  voted a t  t h e  same t i m e ,  
were recorded i n  the  1985 s t a t i s t i c s .  In f i s c a l  1985, E l  Salvador  a l s o  
rece ived  an a d d i t i o n a l  $10 m i l l i o n  i n  MAP a i d ,  r e schedu led  from t h e  f i s c a l  
1984 funds  o r i g i n a l l y  a l l o c a t e d  f o r  the  RMTC. 
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Nicaragua--and t o  t o l e r a t e  t h e  p r e s e n c e  o f  a n t i - S a n d i n i s t a  " c o n t r a s "  i n  

i t s  c o u n t r y .  T h i s  h a s  s e r v e d  a s  a  b a s i s  fo r  i n c r e a s e d  U.S. a i d .  As t h e  

l e v e l  of t e n s i o n  between Honduras and Nicaragua  h a s  i n c r e a s e d ,  t h e  p e r c e i v e d  

need f o r  expanded U. S. m i l i t a r y  and economic s e c u r i t y  a i d  (and  f o r  c o n t i n u e d  

U.S. m i l i t a r y  e x e r c i s e s  i n  t h e  a r e a )  h a s  a l s o  i n c r e a s e d .  In  a d d i t i o n ,  

t b n d u r a s  and E l  Sa lvador  have  long  been  ma jo r  r i v a l s ,  t h e  misnamed " s o c c e r  

war" between them i n  1969 be ing  o n l y  one  example.  As t h e  l e v e l s  o f  U.S. 

m i l i t a r y  a i d  t o  El Sa lvador  have  r i s e n ,  t h e  Honduran l e a d e r s h i p  h a s  become 

i n c r e a s i n g l y  concerned  about  t h e  i n c r e a s e d  s k i l l  and c a p a c i t y  o f  t h e i r  n e i g h b o r ' s  

f o r c e s .  Th i s  h a s  l e d  t o  r e q u e s t s  f o r  more U.S. a i d  t o  s t r e n g t h e n  t h e  c o r r e s -  

ponding Honduran f o r c e s .  



Figure  9  (p rev ious  page) shows t h e  p a t t e r n  fo r  U.S. a i d  t o  Honduras. 

Of a l l  t h e  c o u n t r i e s  i n  t h e  r e g i o n ,  t h e  g e n e r a l  p a t t e r n  o f  U.S. a i d  t o  Honduras 

has  probably  been t h e  most s i m i l a r  t o  t h a t  of El Salvador .  The major i n c r e a s e s  

i n  b a l a n c e  o f  payments and m i l i t a r y  a i d  began f o r  Honduras l a t e r ,  however,  

and t h e  t o t a l  volume of  a i d  h a s  beenmuch  l e s s  than  f o r  i t s  ne ighbor .  Since 

f i s c a l  1984, Honduras h a s  been r e c e i v i n g  a l l  i t s  m i l i t a r y  a i d  from t h e  U. S. 

i n  t h e  form of MAP g r a n t s .  - 6/  Before ,  a  s u b s t a n t i a l  por t ion  had been f inanced  

through FMS market  r a t e  l o a n s .  [Note :  Aid f i g u r e s  f o r  Honduras d o  n o t  i n c l u d e  

t h e  emergency $20 m i l l i o n  i n  m i l i t a r y  a i d  provided i n  l a t e  March 1986, i n  

r e sponse  t o  i n c u r s i o n s  i n t o  Honduran t e r r i t o r y  b y  Nicarguan f o r c e s .  ] 

Costa  Rica  

Because Costa Rica  does  no t  f a c e  a  g u e r r i l l a  insurgency and r e l i e s  on 

i n t e r n a t i o n a l  guaran tees  fo r  p r o t e c t i o n  from e x t e r n a l  a g g r e s s i o n ,  t h e  p a t t e r n  

o f  U.S. a s s i s t a n c e  t h e r e  h a s  been s u b s t a n t i a l l y  d i f f e r e n t  from t h e  p a t t e r n s  

f o r  E l  Salvador and Honduras. Costa R i c a ' s  e x t e r n a l  d e b t  and i t s  s e r i o u s  

b a l a n c e  o f  payments problems have been the  p r i n c i p a l  focus  f o r  U.S. a i d .  

Figure  10 (nex t  page) shows t h e  r e c o r d  f o r  U. S. a i d  t o  Costa R ica .  

Development a i d  h a s  been c a n p a r a t i v e l y  

t o  use t h e  terms and c o n d i t i o n s  on i t s  

Costa Rica  t o  p e r s e v e r e  w i t h  t h e  tough 

t i o n  with t h e  s t a b i l i z a t i o n  agreements 

s m a l l .  The U.S. Government h a s  t r i e d  

ba lance  of payments a i d  t o  encourage 

economic r e f o m s  i t  promised i n  connec- 

i n  i t s  1982 and 1985 IMF l o a n s .  While 

6 1  I n  a d d i t i o n  t o  the  $40 m i l l i o n  a l l o c a t e d  e a r l i e r  a s  a  r e s u l t  o f  t h e  
r e g u l a r  1984 funding l e g i s l a t i o n ,  Honduras r e c e i v e d  an e x t r a  $36.5 m i l l i o n  
i n  1984 from t h e  supplemental  1984 a p p r o p r i a t i o n s  b i l l .  ( A n  a d d i t i o n a l  $ 6 . 5  
m i l l i o n  became a v a i l a b l e  i n  f i s c a l  1985 when RMTC f i s c a l  1984 funds were 
reprogrmmed .) The 1984 supplementa l  a l s o  provided an e x t r a  $74 m i l l i o n  i n  
ESF a i d  and $7 m i l l i o n  i n  A I D  development a i d ,  which were programmed i n  t h e  
f i s c a l  1985 accoun t s .  
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pushing  f o r  r e fo rm,  t h e  U.S. a i d  program h a s  a l s o  g i v e n  Cos t a  R ica  more 

b r e a t h i n g  s p a c e  and more o p p o r t u n i t i e s  t o  s o f t e n  t h e  p o l i t i c a l  and econan ic  

e f f e c t s  o f  i t s  a u s t e r i t y  program. 

The U.S. a i d  e f f o r t  i n  Cos t a  R ica  h a s  been  b a s i c a l l y  unchanged i n  i t s  

major  p a r a m e t e r s  s i n c e  1983. In t h e  m i l i t a r y  a r e a ,  t hough ,  t h e  Uni ted  

S t a t e s  d i d  make an e f f o r t  t o  s t r e n g t h e n  t h e  Cos t a  Rican d e f e n s e  f o r c e s  i n  

1984 and 1985 t h r o u g h  modest  i n f u s i o n s  o f  MAP a i d .  - 7 /  The P a s t o r a  g r o u p  o f  

a n t i - S a n d i n i s t a  c o n t r a s  r e p o r t e d l y  h a s  b a s e s  i n  Cos ta  R ica  and t h e  N ica raguans  

7 1  I n  a d d i t i o n  t o  t h e  amounts o r i g i n a l l y  programmed, $2 m i l l i o n  i n  MAP 
a i d  became a v a i l a b l e  i n  f i s c a l  1985 from f i s c a l  1984 funds  o r i g i n a l l y  a l l o c a t e d  
t o  t h e  RMTC. 



have o c c a s i o n a l l y  made r a i d s  i n t o  Costa Rica a p p a r e n t l y  i n  a t t e m p t s  t o  hamper 

t h e  c o n t r a s '  o p e r a t i o n s .  The Government o f  Costa Rica  h a s  been q u i t e  concerned 

about be ing  drawn i n t o  c o n f l i c t  with Nicaragua because  of  t h e  c o u n t e r i n s u r g e n c y .  

I t s  d e f e n s e  f o r c e s  have sought t o  d i s c o u r a g e  c r o s s  b o r d e r  i n c u r s i o n s  by b o t h  

s i d e s  and t h e  Costa Rican government h a s  sometimes t r i e d  t o  make i t  d i f f i c u l t  

f o r  c o n t r a  f i g h t e r s  t o  o p e r a t e  f r e e l y  from i t s  t e r r i t o r y .  The Costa  Rican 

government 's  a b i l i t y  t o  f u l l y  c o n t r o l  t h e  border  r e g i o n s  i s  l i m i t e d ,  however. 

The Costa Rican based c o n t r a s  have a p p a r e n t l y  r e c e i v e d  some U.S. s u p p o r t ,  

from time t o  t i m e ,  a l though no t  t o  t h e  same e x t e n t  a s  h a s  t h e i r  c o u n t e r p a r t s  

based i n  Honduras. 

Minor R e c i p i e n t s  

Guatemala 

F i g u r e  11 (nex t  page) shows t h e  r e c e n t  p a t t e r n  o f  U.S. a i d  t o  Guatemala. 

Before 1982, development a i d  c o n s t i t u t e d  t h e  s o l e  form of U.S. a i d  t o  t h i s  

c o u n t r y .  In 1983, t h e  $12.5 m i l l i o n  i n  ESF a i d  was used f o r  development-type 

a c t i v i t i e s  (expanding market  o p p o r t u n i t i e s  f o r  smal l  f a r m e r s ) .  I n f u s i o n s  o f  

r e g u l a r  b a l a n c e  of  payments a i d  began i n  1984, w i t h  some a l l o c a t i o n s  of  P.L. 

480 food l o a n s .  The ESF a i d  i n  f i s c a l  yea r s  1985 and 1986 h a s  been used fo r  

ba lance  of  payments purposes .  U n t i l  1985, t h e  t o t a l  U.S. a i d  program f o r  

Guatemala was r e l a t i v e l y  smal l .  It i n c r e a s e d  s u b s t a n t i a l l y  i n  t h e  p a s t  two 

y e a r s ,  however, a s  t h e  c o u n t r y  moved towards i n s t a l l a t i o n  o f  a  p o p u l a r l y  

e l e c t e d  c i v i l i a n  government. 

The Guatemalan c a s e  i s  a  complex one.  The l a r g e s t  c o u n t r y  i n  the  r e g i o n ,  

Guatemala h a s  had s e r i o u s  human r i g h t s  problems, s e r i o u s  economic problems, 

prolonged m i l i t a r y  r u l e ,  and an a c t i v e  g u e r r i l l a  insurgency d u r i n g  a l l  of  t h e  
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1978-86 p e r i o d .  The a c t u a l  p a t t e r n  o f  U.S. a i d  d u r i n g  most o f  t h e  p a s t  e i g h t  

y e a r s  i s  r a t h e r  d i f f e r e n t  t h a n  t h e  amounts o r  k i n d s  o f  a i d  t h e  A d m i n i s t r a t i o n  

would have  p r e f e r r e d  i n  t h e  a b s e n c e  o f  c o n g r e s s i o n a l  r e s t r i c t i o n s .  

Annua l ly ,  t h e  c o n g r e s s i o n a l  p r e s e n t a t i o n  documents have  l i s t e d  Guatemala 

a s  an  i n t e n d e d  r e c i p i e n t  o f  s i g n i f i c a n t  f lows o f  ESF b a l a n c e  o f  payments 

s u p p o r t .  Congress  h a s  o f t e n  p r o h i b i t e d  o r  l i m i t e d  t h e  amounts of  ESF a i d  

which ~ u a t e m a l H  c o u l d  r e c e i v e  o r  r e q u i r e d  t h a t  i t  b e  used f o r  deve lopmen ta l  

a c t i v i t i e s  . 
Although t h e  e x e c u t i v e  b ranch  f a i l e d  t o  win c o n g r e s s i o n a l  app rova l  f o r  

ESF b a l a n c e  of  payments s u p p o r t  between 1983 and 1985,  i t  was a b l e  t o  p a r t i a l l y  

s u b s t i t u t e  s i m i l a r  a s s i s t a n c e  through expanded l e v e l s  o f  P . L .  480 food l o a n s .  



The Adminis t ra t ion t o l d  Congress,  i n  i t s  f i s c a l  1985 a i d  p r e s e n t a t  ion  document, 

f o r  example, t h a t  i t s  proposed a l l o c a t i o n  of $35 m i l l i o n  i n  ESF and $11.4 

m i l l i o n  i n  P.L. 480 food loans  fo r  Guatemala were p a r t  of a  canprehens ive  

plan t o  h e l p  t h e  count ry  d e a l  wi th  i t s  i n t e r n a t i o n a l  payments s i t u a t i o n .  - 81 

After  i t  became evident  t h a t  Congress would not  approve the  f u l l  ESF a l l o c a -  

t i o n ,  t h e  s i z e  of  t h e  food loan was i nc reased .  In the  end ,  Congress r u l e d  

t h a t  no more than  $12.5 m i l l i o n  i n  ESF a i d  could be available--and t h i s  had 

t o  be "aimed d i r e c t l y  a t  improving the  l i v e s  of  t h e  poor,"--and the  Admini- 

s t r a t i o n  l e n t  Guatemala $19.7 m i l l i o n  i n  a l l o c a t i o n  i n  P.L. 480 food l o a n s  

i n  f i s c a l  1985. - 91 

Between 1978 and 1985, t h e  United S t a t e s  provided Guatemala w i th  l i t t l e  

i n  t h e  way o f  m i l i t a r y  a i d ,  o t h e r  than p a r t i c i p a t i o n  i n  p r o f e s s i o n a l  t r a i n i n g  

cou r se s  sponsored by MET. During the  Ca r t e r  y e a r s ,  m i l i t a r y  a i d  ended 

for  human r i g h t s  

t r  a t i o n '  s annual 

r ea sons .  - 101 La te r ,  Congress r e j e c t e d  t h e  Reagan Adminis- 

p roposa ls  f o r  renewed m i l i t a r y  a i d ,  a l t hough  an IMET program 

8 1  U .  S. Agency f o r  I n t e r n a t i o n a l  Developnent , congres s iona l  pr esen ta -  - 
t i o n ,  f i s c a l  year 1985, annex 111, v o l .  11, p. 92. While t h e  t e x t  cont inued  
t o  use t he  $11.4 m i l l i o n  f i g u r e ,  A I D  had scheduled a  p o s s i b l e  i n c r e a s e  t o  $16 
m i l l i o n  by t h e  time t h e  document was submi t ted .  L a t e r ,  t h e  Guatemalan f i g u r e  
f o r  food loans  was increased  to  $21 m i l  l i o n ,  b u t  t h e  a l l o c a t i o n  was n o t  f u l l y  
used be fo re  t h e  c l o s e  of t h e  f i s c a l  year .  

91 Congress u s u a l l y  examines ESF coun t ry  a l l o c a t i o n  proposa ls  r a t h e r  
ca re fGl ly .  This i s  no t  always t h e  c a s e ,  however, f o r  P.L. 480 food l o a n s .  
Unlike the ESF and the  o t h e r  canponents  o f  t h e  f o r e i g n  a id  account ,  t h e  
funding for  t h e  P.L. 480 food loans  program i s  handled by t h e  House and 
Senate Agr i cu l tu re  Committees and the  corresponding a g r i c u l t u r a l  appropr ia -  
t i o n s  subcommittees. The House Foreign A f f a i r s  Committee a l s o  h a s  concu r r en t  
j u r i s d i c t i o n  f o r  the  P.L. 480 l e g i s l a t i o n .  In most c a s e s ,  t h e  P.L. 480 
program i s  seen a s  a  form of food a i d  o r  a s  a  v e h i c l e  for  i n c r e a s i n g  U.S. 
a g r i c u l t u r a l  expor t s .  Congressional review u s u a l l y  focuses  on p o l i c y  and 
commodity i s s u e s ,  r a t h e r  t han  on annual coun t ry  a l l o c a t i o n  i s s u e s .  

101 I n  1978 and 1979, Guatemala on ly  rece ived  v e r y  small  amounts (measured 
i n  thousands o f  d o l l a r s )  under MAP for  supply  o p e r a t i o n s  t o  c l o s e  ou t  p rev ious  
MAP a c t i v i t i e s .  No m i l i t a r y  a i d  w a s  then provided f o r  the  remaining Ca r t e r  



was approved f o r  f i s c a l  1985. In  1985,  a f t e r  i t  became e v i d e n t  t h e  c o u n t r y  

was moving towards  i n s t a l l a t i o n  o f  a  c i v i l i a n  government,  Congress approved 

( w i t h  c o n d i t i o n s )  a  modest a l l o c a t i o n  of  FMS a i d  f o r  Guatemala i n  t h e  f i s c a l  

1986 a p p r o p r i a t i o n .  In  e a r l y  1986, t h e  A d m i n i s t r a t i o n  dec ided  t o  p rov ide  

t h i s  new m i l i t a r y  a i d  on a  g r a n t  b a s i s  (MAP) ,  and announced i t s  i n t e n t i o n  t o  

use  i t s  s t a t u t o r y  a u t h o r i t y  t o  waive t h e  p r o v i s i o n s  o f  law which would o t h e r -  

wise  b l o c k  a l l o c a t i o n s  o f  MAP a i d  f o r  t h i s  c o u n t r y .  - 111 

Beginning w i t h  f i s c a l  1985, t h e r e  h a s  been a  marked i n c r e a s e  i n  b o t h  t h e  

volume o f  t o t a l  U.S. a i d  f o r  Guatemala and t h e  amount t a r g e t e d  f o r  development 

purposes .  Because Congress h a s  g e n e r a l l y  r e s t r i c t e d  the  amounts o f  m i l i t a r y  

and ESF a i d  which c o u l d  go t o  Guatemala, t h i s  i s  t h e  one i n s t a n c e  i n  C e n t r a l  

America where development a i d  remained t h e  pr imary U.S. a i d  program a f t e r  

t h e  major i n c r e a s e s  f o r  t h e  r e g i o n  began.  With t h e  advent  o f  a  new c i v i l i a n  

regime i n  Guatemala i n  1986, many o b s e r v e r s  e x p e c t  e x e c u t i v e - l e g i s l a t i v e  

t e n s i o n s  t h a t  have marked p a s t  a i d  d e b a t e s  t o  d e c l i n e ,  p a r t i c u l a r l y  i f  t h e  

new Guatemalan government makes p r o g r e s s  on t h e  human r i g h t s  s i t u a t i o n .  

Panama 

F i g u r e  12 ( n e x t  page) shows t h e  r e c e n t  t r e n d s  i n  U.S. a i d  t o  Panama. 

Af te r  t h e  Panama Canal t r e a t i e s  were r a t i f i e d  i n  1978 and went i n t o  e f f e c t  

i n  1979, t h e  l e v e l  of U.S. a i d  dropped o r  remained r e l a t i v e l y  s t a t i c .  In  

t h e  Panama Canal t r e a t i e s ,  t h e  United S t a t e s  agreed t o  consider- -but  i t  d i d  

n o t  promise t o  provide--a s u b s t a n t i a l  i n c r e a s e  i n  a i d  t o  Panama d u r i n g  

111 The FY 1986 A p p r o p r i a t i o n s  Act p r o h i b i t e d  any a l l o c a t i o n  o f  MAP a i d  
t o  ~ u z e m a l a .  The A d m i n i s t r a t i o n  h a s  i n d i c a t e d  t h a t ,  i n  l i g h t  o f  t h e  changed 
s i t u a t i o n  i n  t h a t  c o u n t r y ,  i t  w i l l  evoke the  a u t h o r i t y  o f  s e c .  614 of  t h e  
Fore ign  A s s i s t a n c e  Act t o  o v e r r i d e  t h i s  l i m i t a t i o n .  
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t h e  1980s .  The c o n t i n u i n g  o p p o s i t i o n  by t r e a t y  opponents  i n i t i a l l y  made such 

i n c r e a s e s  u n l i k e l y .  

Beginning i n  f i s c a l  1982, however, t h e  United S t a t e s  began providing 

Panama wi th  modest ,  b u t  i n c r e a s i n g ,  i n f u s i o n s  o f  m i l i t a r y  a i d - - i n i t i a l l y  FMS 

l o a n s ,  b u t  l a t e r  mainly  MAP g r a n t s .  In f i s c a l  1985, Panama r e c e i v e d  f o r  t h e  

f i r s t  time a  s i g n i f i c a n t  amount of ESF b a l a n c e  of  payments a i d .  

The r e c e n t  i n c r e a s e  i n  U.S. a i d  seems t o  r e f l e c t  a  new U.S. concern  

about Panama's economic c r i s i s ,  i t s  growing r o l e  i n  r e g i o n a l  a f f a i r s ,  and 

t h e  U.S. e f f o r t  t o  promote p o l i t i c a l  s t a b i l i t y  i n  Panama. In 1983, Panama 

n e g o t i a t e d  a $150 m i l l i o n  loan from t h e  MF to  f inance  a th ree -year  



s t a b i l i z a t i o n  p l a n ,  and hosted t h e  Contadora t a l k s ,  aimed a t  s e c u r i n g  a  

c m p r e h e n s i v e  r e g i o n a l  s o l u t i o n  i n  C e n t r a l  America. Also i n  1983, t h e  

Panamanian m i l i t a r y  took s t e p s  towards r e l i n q u i s h i n g  formal power and an 

e l e c t e d  c i v i l i a n  government took o f f i c e  t h e  fo l lowing y e a r ,  a l t h o u g h  t h e  

e l e c t i o n  was a p p a r e n t l y  marred by f raud and m i l i t a r y  manipu la t ion .  

More r e c e n t  e v e n t s ,  however, have l e d  U.S. a i d  a d m i n i s t r a t o r s  t o  reduce 

a s s i s t a n c e  i n  f i s c a l  1986. Budgetary p r e s s u r e s  argued fo r  some c u t s  i n  

f o r e i g n  a id  l e v e l s  i n  C e n t r a l  America. Panama's record--and i t s  r e l a t i v e l y  

b e t t e r  s i t u a t i o n  compared t o  o t h e r  r e g i o n a l  c o u n t r i e s - m a d e  Panama a  c a n d i d a t e  

f o r  p o s s i b l e  r e d u c t i o n s  . Unwil l ingness  o f  t h e  Panamanian government t o  c a r r y  

o u t  c e r t a i n  economic p o l i c y  reforms and t h e  m i l i t a r y ' s  r o l e  i n  t h e  September 

1985 r e s i g n a t i o n  o f  Panama's newly e l e c t e d  P r e s i d e n t  r a n  c o n t r a r y  t o  two 

primary U. S. o b j e c t i v e s  : t o  promote economic s t a b i l i t y ,  and to  suppor t  t h e  

democrat ic  p r o c e s s .  Amounts o f  m i l i t a r y  a i d  f o r  f i s c a l  1986 a r e  below those  

provided t h e  previous year whi le  ESF a s s i s t a n c e  was c u t  from a  proposed l e v e l  

of  $40 m i l l i o n  t o  $ 5 . 7  m i l l i o n .  

Regional  Programs 

U n t i l  r e c e n t l y ,  t h e  Cen t ra l  American r e g i o n a l  program (ROCAP) was v e r y  

small  and f inanced mainly with AID development a i d .  Since f i s c a l  1985, 

however, a s  F i g u r e  1 3  ( n e x t  page) i n d i c a t e s ,  t h e r e  h a s  been a  major  jump i n  

funding for  t h e  r e g i o n a l  program. This r e f l e c t s ,  among o t h e r  t h i n g s ,  t h e  

Ki s s i n g e r  Commission's sugges t ion  t h a t  the  U.S. a i d  programs put more emphasis 

on r e g i o n a l  approaches  and s o l u t i o n s  t o  Centr a1 America development problems. 

ESF funds have been used to  f inance  a  s u b s t a n t i a l  p o r t i o n  of  t h e  i n c r e a s e .  

They a r e  be ing  u s e d ,  i n  t h e  main,  fo r  p r o j e c t  a s s i s t a n c e  o r  o t h e r  long-term 

development a c t i v i t i e s .  
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The g r a p h  d o e s  n o t  r e f l e c t  t h e  f a c t  t h a t ,  between 1983 and 1985,  t h e  

Uni ted  S t a t e s  a l s o  funded t h e  Regional  M i l i t a r y  T r a i n i n g  C e n t e r  (RMTc) i n  

Honduras ,  where  t h e  Uni ted  S t a t e s  t r a i n e d  Honduran, S a l v a d o r a n ,  and 

Cos t a  Rican t r o o p s .  The Hondurans were r e p o r t e d l y  uncomfor t ab l e  abou t  t r a i n i n g  

S a l v a d o r a n s  o n  t h e i r  t e r r i t o r y  and l and  owner sh ip  i s s u e s  c louded  t h e  s t a t u s  

o f  t h e  C e n t e r . .  Congress  a t t a c h e d  r e q u i r e m e n t s  t o  i t s  s u p p l e m e n t a l  1984 and 

r e g u l a r  1985 a p p r o p r i a t i o n ,  r e q u i r i n g  that--among o t h e r  t h ings - - the  adminis -  

t r a t i o n  c e r t i f y  t h a t  Honduras would c o n t i n u e  a l l o w i n g  t h e  S a l v a d o r a n s  a c c e s s  

t o  t h e  T r a i n i n g  C e n t e r .  The RMTC was c l o s e d  i n s t e a d  i n  mid-1985, when i t  

became c l e a r  t h a t  a  c e r t i f i c a t i o n  o f  t h i s  s o r t  was n o t  p o s s i b l e .  Some $18.5 



m i l l i o n  was o r i g i n a l l y  a l l o c a t e d  for  t h e  RMTC from f i s c a l  1984 supplementa l  

MAP funds .  Only about  $500 thousand of  t h i s  was s p e n t  on the  C e n t e r .  m e  

r e s t  was l a t e r  reprogrammed a s  a i d  t o  t h e  i n d i v i d u a l  c o u n t r i e s  and used i n  

t h a t  c a p a c i t y  t o  f i n a n c e  m i l i t a r y  t r a i n i n g .  

Be l i ze  

The U.S. a i d  program i n  Be l i ze  i s  q u i t e  s m a l l ,  a l though  i n  per c a p i t a  

terms i t  i s  one o f  t h e  l a r g e s t  i n  t h e  r e g i o n .  ( I n  f i s c a l  1985, Be l i ze  r e c e i v e d  

$161 pe r  c a p i t a  f o r  i t s  150,000 peop le ,  whi le  El Salvador r ece ived  about $140 

per c a p i t a  f o r  i t s  popula t ion of 4.7 m i l l i o n . )  A s  F igure  14  shows, most of 

t h i s  a i d  h a s  been developmental ,  a l though  t h e r e  have been two major  i n f u s i o n s  

of ESF b a l a n c e  of payments a i d .  

F igure  14 
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The United S t a t e s  h a s  a l s o  provided small  amounts o f  m i l i t a r y  a i d  t o  

h e l p  s t r e n g t h e n  the  Be l i zean  d e f e n s e  f o r c e s  wi th  new equ ipnen t  t o  r e p l a c e  

o b s o l e t e  m i l i t a r y  v e h i c l e s  and s t a n d a r d i z e  small  arms. In a d d i t i o n  t o  t h e  

g e n e r a l  goa l  of m a i n t a i n i n g  f r i e n d l y  r e l a t i o n s  wi th  t h e  c o u n t r y ,  t h e  United 

S t a t e s  h a s  two s p e c i f i c  f o r e i g n  p o l i c y  concerns  i n  B e l i z e .  F i r s t ,  Be l i ze  i s  

l o c a t e d  c l o s e  t o  t h e  a r e a  i n  Guatemala which h a s  exper ienced r e c e n t  insurgen-  

c i e s .  Moreover, Guatemala c la ims  a l l  o r  most of B e l i z e ' s  t e r r i t o r y  and many 

o b s e r v e r s  a r e  concerned t h a t  Guatemala might t ake  m i l i t a r y  a c t i o n  t o  p r e s s  i t s  

c l a im o r  p o s s i b l y  t o  s u p p r e s s  any claimed cross-border  t r a f f i c .  This would 

c a n p l i c a t e  t h e  r e g i o n a l  p o l i t i c a l  s i t u a t i o n .  U.S. economic and m i l i t a r y  a i d  

h e l p s  t o  f o r e s t a l l  t h i s  p o t e n t i a l i t y .  Second, Be l i ze  seems t o  be  used a s  a  

way s t a t i o n  f o r  a i r c r a f t  f l y i n g  t h e  North-South d rug  smuggling r o u t e s  from 

South America t o  t h e  United S t a t e s .  The U.S. Government h a s  been s e e k i n g  

t h e  c o o p e r a t i o n  o f  t h e  Be l i zean  a u t h o r i t i e s  t o  d i s c o u r a g e  t h i s  a c t i v i t y .  

Nicaragua 

A s  F i g u r e  15  ( n e x t  page) i n d i c a t e s ,  t h e  l e v e l  of U.S. a i d  t o  Nicaragua 

was q u i t e  smal l  p r i o r  t o  t h e  1979 c i v i l  war. T h e r e a f t e r ,  t h e  C a r t e r  adminis- 

t r a t i o n  channeled major  i n f u s i o n s  of  a s s i s t a n c e  to  Nica ragua- - f i r s t  development 

a i d  and t h e n ,  i n c r e a s i n g l y ,  f a s t  d i s b u r s i n g  b a l a n c e  of payments aid--as i t  

sought t o  deve lop  good r e l a t i o n s  w i t h  and i n f l u e n c e  the  c h a r a c t e r  o f  t h e  

p o s t - r e v o l u t i o n a r y  government . 
On October 17,  1980,  t h e  C a r t e r  A d m i n i s t r a t i o n  s igned agreements  wi th  

Nicaragua o b l i g a t i n g  $48 m i l l i o n  i n  loan  and $5 m i l l i o n  i n  g r a n t  a i d .  The 

l e g i s l a t i o n  a p p r o p r i a t i n g  t h i s  money s t i p u l a t e d ,  however,  t h a t  i t  would be 

a v a i l a b l e  o n l y  so  long  a s  t h e  Admin i s t ra t ion  c e r t i f i e d  t h a t  t h e  Nicaraguans  

were n o t  a i d i n g  i n t e r n a t i o n a l  t e r r o r i s m  o r  h e l p i n g  the  Salvadoran g u e r r i l l a s .  
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P r e s i d e n t  C a r t e r  made t h i s  c e r t i f i c a t i o n  once .  In  November 1980, however, 

according t o  S t a t e  Department r e p o r t s ,  he reversed  h i s  p o s i t i o n  and q u i e t l y  

f roze  disbursement  of  t h e  l a s t  $15 m i l l i o n  i n  o b l i g a t e d ,  b u t  n o t  y e t  d i s b u r s e d ,  

ESF a i d .  The remaining $4.3 m i l l i o n  i n  A I D  development a s s i s t a n c e  and $10 

m i l l i o n  i n  P.L. 480 food loans  were a d m i n i s t r a t i v e l y  f rozen  soon t h e r e a f t e r .  

On Apri l  1 ,  1981, t h e  Reagan Adminis t ra t ion announced o f f i c i a l l y  t h a t  i t  was 

fo rmal ly  f r e e z i n g  the  funds on grounds t h a t  Nicaragua had engaged i n  the  

p roh ib i t ed  a c t i v i t i e s .  Since t h e n ,  t h e  United S t a t e s  has  provided a  small  

amount o f  economic a id  ( i n  f i s c a l  1982) t a r g e t e d  toward the  p r i v a t e  s e c t o r .  



The major U. S. e f f o r t  i n  t h e  r e c e n t  pe r iod  h a s  been a s s i s t a n c e  t o  t h e  

i n s u r g e n t  f o r c e s  ( t h e  " c o n t r a s t ' )  which a r e  opposing t h e  S a n d i n i s t a  government 

i n  t h e  f i e l d .  Most o f  t h i s  a i d  h a s  been provided th rough  c o v e r t  c h a n n e l s .  

A f t e r  Congress suspended c o v e r t  a s s i s t a n c e  i n  1984, some $27 m i l l i o n  was 

approved f o r  non- le tha l  a i d  t o  t h e  c o n t r a s  i n  f i s c a l  1985. Contra  a i d  h a s  

n o t  been inc luded  i n  t h e  t o t a l s  f o r  U.S. a i d  t o  Nica ragua .  

V I .  CHANGES WITHIN THE INDIVIDUAL A I D  PROGRAMS 

I n  many c a s e s ,  t h e r e  have a l s o  been m a j o r  changes  i n  t h e  p a s t  e i g h t  y e a r s  

i n  t h e  k i n d s  o f  a c t i v i t i e s  sponsored by t h e  d i f f e r e n t  U.S. a i d  programs. Th i s  

i s  n o t  t h e  p l a c e  f o r  a  f u l l  e l a b o r a t i o n  o f  t h e s e  changes .  Some o f  t h e s e  a r e  

q u a l i t a t i v e ,  r a t h e r  t h a n  q u a n t i t a t i v e ,  and t h e y  do no t  l end  themse lves  t o  

s u c c i n c t  a n a l y s i s .  A few examples may s u f f i c e ,  however,  t o  show t h e  g e n e r a l  

n a t u r e  o f  t h e s e  s h i f t s  i n  t h e  focus  f o r  U.S. C e n t r a l  h e r i c a n  a i d .  

Economic Suppor t  Fund 

Most o f  t h e  ESF a i d  ~ r o v i d e d  t o  C e n t r a l  America h a s  been  used f o r  b a l a n c e  

of payments s u p p o r t  i n  o r d e r  t o  h e l p  t h e s e  c o u n t r i e s  weather  t h e i r  economic 

c r i s e s .  There  have been t h r e e  m a j o r  changes  i n  t h e  focus  o f  ESF a i d ,  however ,  

s i n c e  1978. 

F i r s t ,  a s  F i g u r e  16 ( n e x t  page) i n d i c a t e s ,  a  s i g n i f i c a n t  p o r t i o n  o f  

t h i s  a i d  h a s  been used i n  r e c e n t  y e a r s  t o  f i n a n c e  p r o j e c t s  o r  o t h e r  t y p e s  o f  

a c t i v i t i e s  which focus  on t h e  r e g i o n '  s long-term development problems.  I n  

f i s c a l  1985 and 1986, i n  f a c t ,  t h e  United S t a t e s  s p e n t  a lmos t  $256 m i l l i o n  

( i n  1986 d o l l a r s )  f o r  development a c t i v i t i e s  th rough  t h e  ESF a c c o u n t ,  n e a r l y  

h a l f  a s  much a s  t h e  $554 m i l l i o n  ( i n  c o n s t a n t  1986 d o l l a r s )  t h a t  A I D  committed 
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Years 

through i t s  r e g u l a r  development program. In many c a s e s ,  t h e r e  were few 

s i g n i f i c a n t  d i f f e r e n c e s  between t h e  development p r o j e c t s  f inanced  through 

t h e  ESF and the  AID development a c c o u n t s .  

Second, a s  F igure  17 ( n e x t  page) shows, s i n c e  1982 most ESF a i d  h a s  

gone t o  E l  S a l v a d o r ,  Costa R ica ,  and Honduras. However, s i g n i f i c a n t  sms 

have been a l l ~ c a t e d  f o r  t h e  r e g i o n a l  program r e c e n t l y ,  f o r  Panama i n  1985,  

and f o r  Guatemala i n  1986. 

T h i r d ,  t h e  United S t a t e s  began t o  a t t a c h  more c o n d i t i o n s  t o  i t s  a l l o c a -  

t i o n s  of ESF b a l a n c e  of payments a i d .  Before 1981,  t h e  main p o l i c y  c o n d i t i o n s  

d e a l t  w i t h  s t i p u l a t i o n s  t h a t  the  l o c a l  cu r rency  proceeds  must b e  used t o  
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( m i l l i o n s  o f  1986 $1 

h e l p  t h e  poor o r  meet b a s i c  human needs .  12/  I n  r e c e n t  y e a r s ,  t h e  United - 
S t a t e s  has  sought t o  r e q u i r e  a i d  r e c i p i e n t s  t o  make changes i n  t h e i r  

12 /  For bo th  t h e  ESF and the  P.L. 480 food loan programs, t h e  r e c i p i e n t  
g o v e r G e n t  o f t e n  r e c e i v e s  a  l i n e  o f  c r e d i t  i n  d o l l a r s  from t h e  United S t a t e s  
( con t inued)  which may b e  used to  purchase s p e c i f i c  goods from U.S. s o u r c e s .  
The government t h e n  makes t h e s e  d o l l a r  c r e d i t s  a v a i l a b l e  t o  l o c  a l  impor te r s  
o f  t h e  goods i n  exchange f o r  an e q u i v a l e n t  payment denominated i n  l o c a l  
c u r r e n c y  ( p e s o s ,  c o l o n e s ,  e t c  .). Most ESF a i d  i n  C e n t r a l  America h a s  been 
g r a n t  a i d .  For those  two c a s e s  of  l o a n  a i d ,  t h e  r e c i p i e n t  c o u n t r y  must 
r e p a y  t h e  United S t a t e s  i n  d o l l a r s  bu t  t h i s  repayment i s  phased over a  long 
pe r iod  a t  low i n t e r e s t  r a t e s .  Meanwhile, f o r  bo th  g r a n t  and loan a id  
r e c i p i e n t s ,  t h e  f o r e i g n  government h a s  t h e  use of  t h e  l o c a l  c u r r e n c y  g e n e r a t e d  
by t h e  a id  to  augment i t s  f i n a n c e s .  In e f f e c t ,  t h e  U.S. a i d  i s  s p e n t  
twice--once a s  d o l l a r s  and a  second time a s  l o c a l  cu r rency .  The r e c i p i e n t  
c o u n t r y  u s u a l l y  s i g n s  an agreenen t  wi th  the  United S t a t e s  s p e c i f y i n g  t h a t  
t h e s e  a i d - r e l a t e d  r e c e i p t s  w i l l  be used t o  f inance  agreed upon a c t i v i t i e s  
through i t s  n a t i o n a l  budget . 



macroeconomic p o l i c i e s .  These c o n d i t i o n s  a r e  aimed a t  r educ ing  s u b s i d i e s ,  

a t  a l i g n i n g  domestic and i n t e r n a t i o n a l  p r i c e s ,  and thus  a t  he lp ing  make the  

r e c i p i e n t ' s  economy more e f f i c i e n t  and product ive .  The c a p a c i t y  of  t h e  

United S t a t e s  t o  s e c u r e  the  r e c i p i e n t ' s  c o o p e r a t i o n  w i t h  t h e s e  terms depends 

on t h e  p o l i t i c a l  s i t u a t i o n .  In some c o u n t r i e s ,  such a s  Costa Rica ,  t h e  

United S t a t e s  h a s  been r e l a t i v e l y  s u c c e s s f u l  i n  using i t s  a i d  t o  promote reform.  

In  o t h e r  c o u n t r i e s ,  where the  s e c u r i t y  and p o l i t i c a l  s i t u a t i o n  i s  more 

p r e c a r i o u s  and more c e n t r a l  t o  U.S. p o l i c y ,  i t s  economic l e v e r a g e  h a s  been 

l e s s  s u c c e s s f u l .  In Honduras, t h e  United S t a t e s  h e l d  up i t s  ESF while seek ing  

u n s u c c e s s f u l l y  t o  g e t  o f f i c i a l  a c t i o n  on some proposed economic reforms.  The 

reforms were not undertaken and A I D  e v e n t u a l l y  r e l e a s e d  t h e  money and con t inued  

funding a  major  Honduran program. In Panama, a  s i m i l a r  s i t u a t i o n  of l i m i t e d  

p rogress  i n  economic reform p r e v a i l e d .  In t h i s  c a s e ,  however, A I D  d i s b u r s e d  

t h e  promised f i s c a l  1985 money, b u t  i t  d r a s t i c a l l y  reduced Panama's a c c e s s  

t o  ESF suppor t  t h e  fo l lowing yea r .  131 - 

Food Aid 

As F igure  18 (nex t  page) i n d i c a t e s ,  t h e  amount o f  U.S. food a id  f o r  

Cen t ra l  America h a s  gone up s u b s t a n t i a l l y  i n  t h e  pas t  e i g h t  y e a r s .  In 1978, 

t h e r e  was on ly  a  smal l  amount o f  food t r a n s f e r s  t o  the  r e g i o n .  By f i s c a l  

1986,  over  $110 m i l l i o n  was be ing  a l l o c a t e d  fo r  t h i s  purpose .  The composi t ion 

of t h a t  a i d  h a s  changed markedly ,  however, dur ing  the  p e r i o d .  Between f i s c a l  

yea r s  1978 and 1982, P.L. 480 T i t l e  I1 food g r a n t s  accounted fo r  t h e  l a r g e s t  

p o r t i o n  o f  t h i s  a i d .  Subsequent ly ,  t h e  amount o f  g r a n t s  d e c l i n e d  and 

131 See,  f o r  example, U.S. General Accounting O f f i c e .  Providing E f f e c t i v e  
~ c o n o i c  Ass i s t ance  t o  E l  Salvador and Honduras: A Formidable Task. Report 
GAO/NSLAD-85-82, J u l y  3, 1985. 
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P.L. 480 T i t l e  I food loans  now c o n s t i t u t e  the  b u l k  o f  t h i s  a c t i v i t y .  Though 

a  s i g n i f i c a n t  s h a r e  of  i t s  r e s o u r c e s  now go t o  h e l p  r e f u g e e s  and war-displaced 

pe r sons ,  t h e  o v e r a l l  food g r a n t s  program i n  C e n t r a l  America i s  now about  t h e  

same s i z e  ( i n  r e a l  terms)  a s  i n  1978. 

Th i s  changeover from g r a n t s  t o  l o a n s  i n  t h e  P.L. 480 program r e p r e s e n t s  

more than a s b p l e  swi tch  i n  t h e  terms upon which t h e  a i d  was provided.  The 

food g r a n t  and food loan  programs a r e  v e r y  d i f f e r e n t .  The food g r a n t  program 

t a r g e t s  a i d  p r i m a r i l y  through p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  t o  h e l p  needy 

people w i t h  n u t r i t i o n  and supplementary feed ing  programs. The food loan 

l o a n s  to  f inance  canmerc ia l  purchases  of  food. This food i s  d i s t r i b u t e d  
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through r e g u l a r  c m m e r c i a l  channels  a t  market  r a t e s .  The move from g r a n t  

t o  loan  a i d  i n  t h i s  a r e a  means t h a t ,  t o  a  s u b s t a n t i a l  degree ,  U.S. food a i d  

i n  Cen t ra l  America i s  being d i s t r i b u t e d  through t h e  marke tp lace  t o  those  

who have t h e  money t o  purchase i t  r a t h e r  than through g r a n t  a  id t o  needy 

i n d i v i d u a l s .  The P.L. 480 food loan program now f i n a n c e s  v i r t u a l l y  a l l  of 

Honduras and El Salvador ' s  wheat impor t s ,  a s  well  a s  t h r e e - q u a r t e r s  of  Costa 

R i c a ' s  and h a l f  o f  Guatemala ' s .  

Like the ESF, t h e  food loan program o p e r a t e s  b a s i c a l l y  a s  a  supplemental  

ba lance  of payments suppor t  program. As Figure  19 i n d i c a t e s ,  t h e  r e c i p i e n t s  

of t h i s  a i d  a r e  c o u n t r i e s  o f  h igh s i g n i f i c a n c e  to  c u r r e n t  U.S. p o l i c y  i n  the  



r e g i o n .  The s e l f - h e l p  c o n d i t i o n s  f o r  P.L. 480 food l o a n s  have been t i g h t e n e d  

a p p r e c i a b l y .  E a r l i e r ,  t h e  a g r e a n e n t s  f o r  t h i s  a i d  d e a l t  ma in ly  w i t h  t h e  need 

f o r  more s t o r a g e  f a c i l i t i e s  and t h e  use o f  l o c a l  c u r r e n c i e s  f o r  deve lopnen t  

a c t i v i t i e s  and b a s i c  h m a n  needs .  S ince  1981,  t h e  c o n d i t i o n s  f o r  food l o a n s  

have been synchronized with those  f o r  ESF a i d .  They g e n e r a l l y  urge t h e  

borrower t o  r e l y  more on market  mechanisms, s t r e n g t h e n  i t s  a g r i c u l t u r a l  

i n s t i t u t i o n s ,  e l i m i n a t e  s u b s i d i e s ,  and a s s u r e  farmers  adequate i n c e n t i v e s  f o r  

produc t i o n .  
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Deve lo~ment  Aid 

As F i g u r e  20 (p rev ious  page) shows, t h e r e  h a s  been a  good d e a l  of 

c o n t i n u i t y  s i n c e  1978 i n  t h e  c o u n t r y  a l l o c a t i o n  p a t t e r n  fo r  U.S. development 

a i d  i n  C e n t r a l  America. Costa Rica ,  Panama, B e l i z e ,  and Honduras rece ived  

about t h e  same amounts throughout the  p e r i o d ,  though t h e i r  a c t u a l  s h a r e  of  

t o t a l  U.S. development a i d  f l u c t u a t e s  due to  changes i n  the  o v e r a l l  annual 

s i z e  of the  program. E l  Salvador experienced a  n o t a b l e  i n c r e a s e  i n  i t s  

volume of U.S. developnent  a i d  dur ing  much o f  t h e  p e r i o d .  Aid t o  Nicaragua 

terminated i n  f i s c a l  1982, and Guatemala and t h e  r e g i o n a l  program saw major 

i n c r e a s e s  i n  t h e i r  a id  l e v e l s  beg in  i n  f i s c a l  1985. 

As Figure  21 (nex t  page) i n d i c a t e s ,  however, t h e r e  have been s h i f t s ,  

s i n c e  1978, i n  the  a l l o c a t i o n  p a t t e r n s  f o r  A I D  development a i d  i n  i t s  f i v e  

s e c t o r s  o f  a c t i v i t y .  - 141 The amounts committed i n  t h e  a g r i c u l t u r e  151 s e c t o r  - 
have f l u c t u a t e d  widely  from year  t o  y e a r ,  f o r  example, bu t  t h e  t r end  h a s  

shown gradua l  i n c r e a s e s .  More d ramat ic  were t h e  l a r g e  i n c r e a s e s  e v i d e n t  i n  

t h r e e  o t h e r  sectors- -heal  t h ,  e d u c a t i o n  - 161, and Se lec ted  Development A c t i v i t i e s  

(SDA) . The amount s  ob l  iga ted  i n  t h e  educat ion s e c t o r  were q u i t e  smal l-- 

even declining--dur ing much of t h e  p e r i o d ,  f o r  i n s t a n c e ,  b e f o r e  jumping 

d r a m a t i c a l l y  i n  f i s c a l  1985 and 1986. To some e x t e n t ,  t h e  i n c r e a s e s  r e f l e c t  

the  emphasis which t h e  Kiss inger  Commission placed on the  need f o r  more 

b a s i c  educat ion and h e a l t h  a i d .  The r i s e  i n  t h e  SDA c a t e g o r y  r e f l e c t s  t h e  

growing anphas i s  which A I D  h a s  p u t ,  i n  r e c e n t  y e a r s ,  on  programs promoting 

expor t  c r e d i t  and p r i v a t e  s e c t o r  growth.  

141 I n  e f f e c t ,  t h e r e  a r e  s i x  s e p a r a t e  g raphs  prese.nted h e r e .  Each group 
of  coGns shows A I D ' S  o b l i g a t i o n s  i n  a  p a r t i c u l a r  s e c t o r  d u r i n g  s p e c i f i c  y e a r s .  

1 5 /  A g r i c u l t u r e ,  N u t r i t i o n ,  and Rural Development - 

161 Education and Human Resources Development - 
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Agr icu l tu re  Populat ion Health Education Development A c t i v i t i e s  

The changes  w i t h i n  i n d i v i d u a l  s e c t o r s  perhaps  have been a s  i m p o r t a n t  a s  

t h e  s h i f t s  i n  emphasis among s e c t o r s .  Before  1981,  most  o f  t h e  a c t i v i t y  i n  

t h e  a g r i c u l t u r e  s e c t o r  focused on b a s i c  h m a n  n e e d s ,  r u r a l  development ,  and 

t a r g e t e d  a s s i s t a n c e  t o  t h e  needy.  S ince  1981, an i n c r e a s i n g  p o r t i o n  h a s  been  

a l l o c a t e d  f o r  p rograns  s u p p o r t i n g  commercial a g r i c u l t u r e ,  e x p o r t  f i n a n c e ,  and 

o t h e r  r e l a t e d  . a c t i v i t i e s .  Before  1981,  the SDA s e c t o r  engaged m a i n l y  i n  

p rograns  such a s  t h e  development o f  a l t e r n a t i v e  energy  s u p p l y  s y s t e m s  o r  t h e  

f i n a n c i n g  o f  munic ipa l  improvements. Since  1981, t h e  SDA s e c t o r  h a s  focused 

more on p r o j e c t s  d e s i g n e d  t o  h e l p  make p r i v a t e  f i r m s  more  p r o d u c t i v e ,  t o  

s u p p l y  c r e d i t  and needed r e  s o u r c e s ,  and t o  s u p p o r t  e x p o r t  g rowth .  



Another s h i f t  i n  t h e  o p e r a t i o n a l  focus f o r  U.S. a i d  h a s  been t h e  expanded 

emphasis on humani ta r i an  r e l i e f  and d i s a s t e r  a s s i s t a n c e .  A I D  h a s  a l l o c a t e d  

i n c r e a s e d  amounts i n  r e c e n t  yea r s  f o r  programs t o  h e l p  m a i n t a i n  employment 

and b a s i c  s e r v i c e s  i n  t h e  f a c e  o f  t h e  r e g i o n ' s  war d i s r u p t i o n s .  A I D  budgeted 

$60 m i l l i o n  th rough  i t s  r e g u l a r  a i d  accoun t s  i n  f i s c a l  y e a r s  1985 and 1986, 

f o r  example,  t o  h e l p  f e e d ,  r e l o c a t e ,  and employ d i s p l a c e d  p e r s o n s .  Other  

programs have a l s o  a l l o c a t e d  more money t o  h e l p  d i s p l a c e d  pe r sons .  A I D ' S  

O f f i c e  o f  U.S. Fore ign  D i s a s t e r  A s s i s t a n c e  (OFDA), f o r  example, h a s  s p e n t  

$50 m i l l i o n  i n  C e n t r a l  America s i n c e  1978, a l l  b u t  $2 m i l l i o n  o f  i t  go ing  t o  

c o u n t e r  t h e  e f f e c t s  o f  p o l i t i c a l  o r  war - re la ted  d i s a s t e r s  (some o f  t h e s e  

funds  were d r a m  from OFDA b u d g e t s ,  some from P.L. 480 and o t h e r  a c c o u n t s )  . 
Some 6 8  p e r c e n t  o f  t h i s  was s p e n t  i n  El Sa lvador .  Congress h a s  a u t h o r i z e d  

A I D  t o  conduct  ongoing r e l i e f  e f f o r t s  t o  h e l p  d i s p l a c e d  pe r sons  i n  t h a t  

c o u n t r y .  171 The P.L. 480 T i t l e  11 food g r a n t  program h a s  a l s o  put  i n c r e a s e d  - 
emphasis on a i d  t o  r e f u g e e s  and d i s p l a c e d  pe r sons .  I n  1978,  r e l i e f  a c t i v i t i e s  

accounted f o r  l e s s  than  1110 th  o f  1 p e r c e n t  o f  t h e  food g r a n t  program's  

b u d g e t ,  whereas ,  r e l i e f  accounted f o r  one- th i rd  o f  i t s  o p e r a t i o n s  by 1984. 

M i l i t a r y  Aid 

D i r e c t  m i l i t a r v  a i d  a c t i v i t i e s  

The U.S. m i l i t a r y  a i d  program i n  C e n t r a l  America h a s  t h r e e  components.  

The M i l i t a r y  A s s i s t a n c e  Program (MAP) prov ides  equ ipnen t  and t r a i n i n g  on a  

g r a n t  b a s i s .  The F o r e i g n  M i l i t a r y  S a l e s  (FMS) c r e d i t  progran f i n a n c e s  s i m i l a r  

t r a n s f e r s  on a  c a n m e r c i a l - r a t e ,  and ,  i n  some c a s e s ,  c o n c e s s i o n a l ,  l o a n  b a s i s .  

171 See s e c t i o n  4 9 5 ( I )  of  t h e  Fore ign  A s s i s t a n c e  Act o f  1961, a s  amended. - 
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The I n t e r n a t i o n a l  M i l i t a r y  Educa t ion  and T r a i n i n g  (IMET) p r o v i d e s  t r a i n i n g  

f o r  i n d i v i d u a l s ,  t o  upgrade t h e i r  m i l i t a r y  s k i l l s .  F i g u r e  22  shows t h e  

p a t t e r n  o f  U.S. m i l i t a r y  a i d  t o  t h e  C e n t r a l  American c o u n t r i e s  i n  r e c e n t  

y e a r s .  As i t  i n d i c a t e s ,  t h e  b u i l d u p  s t a r t e d  f i r s t  wi th  E l  Sa lvador  i n  1979. 

Subsequen t ly ,  a f t e r  1981,  Honduras a l s o  became a  m a j o r  r e c i p i e n t  o f  U.S. 

m i l i t a r y  a i d .  Panama and Costa  Rica have  been  much s m a l l e r ,  though c o n s i s t e n t ,  

r e c i p i e n t s  o f  m i l i t a r y  a i d  d u r i n g  t h e  p e r i o d .  'Ihe A d m i n i s t r a t i o n  h a s  a l s o  

f r e q u e n t l y  recanmended t h a t  t h e r e  be  some m i l i t a r y  a i d  t o  Guatemala,  bu t  u n t i l  

f i s c a l  1986, i t  was d e n i e d  by Congress .  (Some IMET was a p p r o p r i a t e d  i n  f i s c a l  

1985,  b u t  t h i s  invo lved  p r o f e s s i o n a l  t r a i n i n g  r a t h e r  t h a n  t r a n s f e r s  o f  goods 

o r  equ i  p e n  t . ) 
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A s  F igure  23 i n d i c a t e s ,  MAP g r a n t  a i d  has  become the major channel f o r  

U.S. m i l i t a r y  a s s i s t a n c e  i n  Cent ra l  America i n  recent  years .  From 1978 to  

1983, a  s u b s t a n t i a l  sha re  of the  growing moun t s  of U.S. m i l i t a r y  a i d  i n  the 

r eg ion  was financed with FMS l oans .  The Central  American c o u n t r i e s  proved 

to  be  too poor to a f fo rd  much of t h i s  market-rate  a i d ,  however, and--as t h e  

s i t u a t i o n  seemed t o  r e q u i r e  l a r g e r  i n fus ions  of  more m i l i t a r y  aid--the Admin- 

i s t r a t i o n  moved in s t ead  to f inance the bu i ldup  mainly on a  g r a n t  b a s i s  through 

MAP a  id . 
The main t h r u s t  of t he  m i l i t a r y  a id  program was somewhat d i f f e r e n t  i n  

each of t h e  t h r ee  per iods .  During the e a r l y  per iod ,  1978-80, U. S. m i l i t a r y  



a i d  focused on providing b a s i c  equipment (motor v e h i c l e s ,  canmunicat ions  

equipment,  e  t c  .) f o r  a  g e n e r a l  s t r e n g t h e n i n g  and p r o f e s s i o n a l  i z a  t i o n  o f  t h e  

Cen t ra l  American m i l i t a r i e s .  During t h e  middle p e r i o d ,  1981-84, t h e s e  

a c t i v i t i e s  cont inued but a  new l a y e r  of  a c t i v i t y  was added which focused on 

"consumable s"--ammuni t i o n ,  small  arms, m i  t  t r a i n i n g ,  f i e l d  equipmen t--and 

t h e  p r o v i s i o n  of  i t e n s  needed to  suppor t  a c t i v e  m i l i t a r y  combat. A t  t h e  same 

t ime ,  IMET began p u t t i n g  more emphasis on t r a i n i n g  f o r  t a c t i c a l  and coun te r -  

insurgency  s k i l l s  and l e s s  on p r o f e s s i o n a l i z a t i o n  and g e n e r a l  m i l i t a r y  s k i l l s .  

During t h e  most r e c e n t  p e r i o d ,  1985-86, the  amounts of  a i d  f o r  b a s i c  equipment 

and consumables have cont inued growing.  In a d d i t i o n ,  however,  t h e  United 

S t a t e s  h a s  a l s o  begun p rov id ing  more advanced weapon sys tems- -he l i cop te r s  and 

a e r i a l  gunsh ips ,  f o r  example--to h e l p  El Salvador  f u r t h e r  expand i t s  m i l i t a r y  

c a p a c i t y .  

Re la ted  m i l i t a r y  a c t i v i t i e s  

I n  a d d i t i o n  t o  i t s  r e g u l a r  m i l i t a r y  a i d  programs, t h e  United S t a t e s  h a s  

a l s o  mainta ined an a c t i v e  presence i n  C e n t r a l  America i n  r e c e n t  y e a r s  th rough  

i t s  m i l i t a r y  e x e r c i s e  programs. These e x e r c i s e s  have c o n s i d e r a b l y  expanded 

t h e  U.S. impact on r e g i o n a l  s e c u r i t y  a f f a i r s .  

S ince  1981,  t h e  United S t a t e s  h a s  h e l d  a  s e r i e s  o f  j o i n t  e x e r c i s e s  i n  

Cen t ra l  America i n  c o o r d i n a t i o n  wi th  t h e  l o c a l  m i l i t a r y  f o r c e s .  Severa l  

thousand U. S. t r o o p s  have been s t a t i o n e d  t e m p o r a r i l y  i n  Honduras s i n c e  1983, 

while a  s u b s t a n t i a l  number have a l s o  been l o c a t e d  t h e r e  on a  more-or-less 

c o n t i n u i n g  b a s i s .  

I n  a d d i t i o n  t o  t h e i r  p o s s i b l e  r o l e  i n  promoting U.S. d e f e n s e  r e a d i n e s s ,  

t h e  e x e r c i s e s  have o f t e n  been o r i e n t e d  i n  ways t h a t  r e f l e c t  U. S.  r e g i o n a l  

p o l i c y  concerns .  For exanp le ,  t h e  United S t a t e s  f u r t h e r e d  i t s  e f f o r t s  toward 



r e g i o n a l  c o o p e r a t i o n  by encouraging t h e  E l  Salvador and Honduras m i l i t a r i e s  

to work t o g e t h e r  to  improve t h e i r  mutual c a p a b i l i t i e s .  The e x e r c i s e s  have 

a l s o  focused on b u i l d i n g  up t h e  Cen t ra l  American's c a p a c i t y  f o r  d e a l i n g  wi th  

the  c u r r e n t  c o n f l i c t s  by s t r e s s i n g  an t i - insurgency  t echn iques .  In some c a s e s ,  

t h e  e x e r c i s e s  a l s o  seemed aimed a t  sending s i g n a l s  t o  Nicaragua i n  connect ion 

wi th  t h e  broader  f o r e i g n  p o l i c y  s i t u a t i o n .  

The e x e r c i s e s  have l e d  t o  a  number of  expend i tu res  through Defense 

Department accoun t s  which a r e  v e r y  s i m i l a r  t o  e x p e n d i t u r e s  f inanced through t h e  

r e g u l a r  m i l i t a r y  a s s i s t a n c e  accounts .  These i n c l u d e  major improvements i n  

a i r f i e l d s ,  a c c e s s  r o a d s ,  base  f a c i l i t i e s ,  and cmmunica t ions  c e n t e r s - - a l l  of 

which s i g n i f i c a n t l y  enhance Honduras' m i l i t a r y  c a p a c i t y .  (The United S t a t e s  

h a s  a l s o  s p e n t  $21 m i l l i o n ,  a p p r o p r i a t e d  through t h e  m i l i t a r y  c o n s t r u c t i o n  

budget ,  f o r  a d d i t i o n a l  major improvements a t  two Honduran a i r f i e l d s  .) Sub- 

s t a n t i a l  numbers of  Honduran and some Salvadoran m i l i t a r y  u n i t s  were a l s o  

t r a i n e d  i n  s k i l l s  s i m i l a r  t o  t h o s e  emphasized i n  t h e  MAP f inanced t r a i n i n g  

programs. Panamanian and Guatemalan t roops  were a l s o  r e p o r t e d l y  i n v i t e d  to  

p a r t i c i p a t e  i n  a t  l e a s t  one e x e r c i s e ,  but  t h e y  d e c l i n e d .  

M i l i t a r y  a i d  may n o t  have been the primary o b j e c t i v e  of  t h e  j o i n t  e x e r c i s e  

program. Never the less ,  i n  many i n s t a n c e s ,  Honduras and t h e  o t h e r  p a r t i c i -  

pa t ing  Centra l  American c o u n t r i e s  r ece ived  c l e a r  and t a n g i b l e  b e n e f i t s  which 

might a rguab ly  be t a b u l a t e d  a s  supplemental  forms o f  m i l i t a r y  a i d .  There have 

a l s o  been a l l e g a t i o n s  t h a t  the  a n t i - S a n d i n i s t a  c o n t r a s  have made use of  some 

f a c i l i t i e s  i n  Honduras b u i l t  with e x e r c i s e  funds .  I t  i s  d i f f i c u l t  t o  put  a  

d o l l a r  f i g u r e ,  however, o n  the  a id -equ iva len t  p o r t i o n  o f  the  e x e r c i s e  program. 

O f f i c i a l s  a t  t h e  General Accounting O f f i c e  r e p o r t  t h a t  they  have c a r r i e d  ou t  

a  sus ta ined  correspondence w i  t h  t h e  Defense Department r egard ing  the  e x e r c i s e s  

i n  o r d e r  t o  determine whether expend i tu res  were being charged a g a i n s t  the  



c o r r e c t  accoun t s .  The GAO r e p o r t e d l y  h a s  been concerned t h a t  some expend- 

i t u r e s  f inanced through t h e  e x e r c i s e  budget should be d e b i t e d  a g a i n s t  o t h e r  

accounts .  No f i g u r e s  a r e  a v a i l a b l e ,  however, a t  t h i s  t ime.  The f i g u r e s  f o r  

f o r  m i l i t a r y  a i d  used i n  t h i s  r e p o r t  have n o t  been a d j u s t e d  t o  r e f l e c t  U.S. 

Defense Department a c t i v i t i e s  i n  t h e  r e g i o n .  It should b e  n o t e d ,  however, 

t h a t - - l i k e  the r e g u l a r  m i l i t a r y  a i d  program--exercises have had a  major  impact 

on t h e  s e c u r i t y  s i t u a t i o n  i n  Honduras and t h e  a d j a c e n t  r e g i o n .  

ADDITIONAL A I D  INITIATIVES I N  CALENDAR YEAR 1986 

This paper c o v e r s  U.  S. f o r e i g n  a s s i s t a n c e  programs through f i s c a l  1986, 

based on the  a p p r o p r i a t i o n s  passed by Congress i n  Decanber 1985. It d o e s  n o t  

i n c l u d e  any supplementa l  a p p r o p r i a t i o n s  which may be  enacted t o  f i n a n c e  

a d d i t i o n a l  f o r e i g n  a i d  a c t i v i t i e s  i n  C e n t r a l  America, n o r  does  i t  d i s c u s s  t h e  

A d m i n i s t r a t i o n ' s  f i s c a l  1987 budget r e q u e s t .  It a l s o  does  n o t  a d d r e s s  t h e  

A d m i n i s t r a t i o n ' s  $100 m i l l i o n  r e q u e s t  f o r  a i d  t o  the  a n t i - S a n d i n i s t a  c o n t r a s .  

Though no t  t e c h n i c a l l y  f o r e i g n  a i d ,  t h i s  h a s  a  d i r e c t  b e a r i n g  on U. S. f o r e i g n  

p o l i c y  and U.S. programs i n  t h e  r e g i o n .  It a l s o  does  n o t  d i s c u s s  t h e  

A d m i n i s t r a t i o n ' s  r e c e n t  r e q u e s t  f o r  a  $4.84 m i l l i o n  i n c r e a s e  i n  t h e  f i s c a l  

1986 a n t i - t e r r o r i s m  a s s i s t a n c e  program. Most of  t h o s e  funds will be  a p p a r e n t l y  

used i n  C e n t r a l  America f o r  p o l i c e  t r a i n i n g  and o t h e r  r e l e v a n t  a c t i v i t i e s .  The 

f i s c a l  1986 i n c r e a s e  would be the  f i r s t  phase o f  a  proposed f ive -year  program. 

In a d d i t i o n  t o  t h e s e ,  a  number o f  a i d  i s s u e s  remain unresolved a t  t h e  

p r e s e n t  t ime.  The f o r e i g n  a id  a u t h o r i z a t i o n  adopted by Congress i n  1985 

a u t h o r i z e d  t h e  United S t a t e s  t o  j o i n  t h e  proposed new C e n t r a l  American Develop- 

ment Organ iza t ion .  The n e g o t i a t i o n s  t o  e s t a b l i s h  t h e  CAD0 have n o t  been 

c m p l e t e d  and i t  i s  unc lea r  a t  p resen t  what t h e  r e g i o n a l  agency w i l l  l o o k  l i k e .  

Many o f  t h e  U.S. economic a id  i n i t i a t i v e s  i n  the  r e g i o n  have been p r e d i c a t e d  



on t h e  r e g i o n a l  c o u n t r i e s  under taking major programs o f  economic re fo rm and 

p o l i c y  change.  The e x t e n t  t o  which t h e  r e c i p i e n t s  w i l l  make t h e s e  changes  

i s  a  major f a c t o r  a f f e c t i n g  t h e  s u c c e s s  of  t h e  U.S. a i d  e f f o r t ,  bu t  t h e  

dimensions o f  t h e  Cen t ra l  American c o u n t r i e s '  r e sponses  t o  the  U. S. s u g g e s t i o n s  

a r e  not  known a t  t h e  t ime of  t h i s  w r i t i n g .  The s t a t u s  of  t h e  m i l i t a r y  c o n f l i c t  

i n  El Salvador and the p r e v a i l i n g  t e n s i o n s  between Nicaragua and i t s  neighbor ing 

s t a t e s  may a l s o  be  an important  development i n  1986. These a l l  may b e  consid-  

e r a t i o n s  cJhich a f f e c t  congress iona l  d e l i b e r a t i o n  when Congress c a n e s  t o  c o n s i d e r  

proposed supplementa ls  fo r  f i s c a l  1986 and t h e  r e g u l a r  f i s c a l  1987 a p p r o p r i a t i o n  

l e g i s l a t i o n .  In a d d i t i o n ,  t h e  Gramm-Rudman-Hollings d e f i c i t  r e d u c t i o n  

l e g i s l a t i o n  may l e a d  to  s i g n i f i c a n t  c u t s  i n  U.S. fo re ign  a i d  a p p r o p r i a t i o n s  

and,  t h e r e f o r e ,  c u t s  i n  the  q u a n t i t i e s  of  a i d  a v a i l a b l e  f o r  C e n t r a l  America. 
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APPENDIX 111: PURPOSES AND TERMS OF 
THE MAIN U.S. FOREIGN A I D  PROGRAMS, A GLOSSARY 

Development Aid (DA) 

The Agency f o r  I n t e r n a t i o n a l  Development (AID) f i n a n c e s  development 
a c t i v i v i t i e s  i n  f i v e  f u n c t i o n a l  a r e a s :  a g r i c u l t u r e ,  r u r a l  development and 
n u t r i t i o n ;  p o p u l a t i o n  planning ; h e a l t h ,  e d u c a t i o n  and human r e s o u r c e s  develop-  
ment;  and s e l e c t e d  development a c t i v i t i e s .  The " p i p e l i n e "  on DA p r o j e c t s - -  
t h e  time between commitment and t h e  expend i tu re  o f  funds--can b e  r a t h e r  
long.  The funds  may be d i s b u r s e d  (expended) s e v e r a l  y e a r s  a f t e r  t h e y  a r e  
o b l i g a t e d  (commit ted) ,  depending on t h e  kind of  p r o j e c t  and t h e  t ime A I D  
needs f o r  implementing i t .  The a i d  can  be  e i t h e r  a  g r a n t  o r  a  l o a n .  For 
Cen t ra l  America, i t  is mos t ly  l o a n s .  The terms o f  DA l o a n s  a r e  c o n c e s s i o n a l  
--2 percent  d u r i n g  t h e  g race  pe r iod  ( u s u a l l y  L O  y e a r s )  and 3  pe rcen t  d u r i n g  
t h e  a m o r t i z a t i o n  pe r iod  ( u s u a l l y  10-30 y e a r s ) .  The a m o r t i z a t i o n  pe r iod  w i l l  
v a r y ,  depending on t h e  type  o f  l o a n  and t h e  c o n d i t i o n  o f  t h e  borrower c o u n t r y .  

Economic Support  Fund (ESF) 

Administered by A I D  under t h e  p o l i c y  d i r e c t i o n  o f  t h e  S t a t e  Department,  
t h e  ESF i s  des igned t o  provide  qu ick-d i sburs ing  a s s i s t a n c e  t o  c o u n t r i e s  of  
h igh f o r e i g n  p o l i c y  s i g n i f i c a n c e  t o  t h e  United S t a t e s .  ESF a s s i s t a n c e  h e l p s  
b o l s t e r  t h e  r e c i p i e n t  c o u n t r y ' s  ba lance  o f  payments, though i t  can be  des igned  
t o  have some developmental  e f f e c t s  a s  w e l l .  This  i s  ma in ly  a  loan  program 
i n  Cen t ra l  America, though t h e r e  a r e  some ESF g r a n t s .  The t e r n s  o f  ESF l o a n s  
a r e  concess ional- -2  pe rcen t  d u r i n g  t h e  g r a c e  per iod ( u s u a l l y  1 0  y e a r s )  
and 3  percent  d u r i n g  t h e  a m o r t i z a t i o n  pe r iod  ( u s u a l l y  15-30 y e a r s ) .  I n  
p r a c t i c e ,  t h e  U.S. Government e s t a b l i s h e s  a  l i n e  o f  c r e d i t  wi th  t h e  Federa l  
Reserve Bank of New York f o r  t h e  r e c i p i e n t  c o u n t r y  t o  use  i n  f i n a n c i n g  e l i g i b l e  
imports  from t h e  United S t a t e s .  The purchase r s  of  t h e  imported goods pay 
t h e i r  government wi th  l o c a l  c u r r e n c y  f o r  t h e  goods a s  t h e y  a r e  s o l d .  The 
r e c i p i e n t  c o u n t r y  government g e n e r a l l y  p ledges  t o  use  some o r  a l l  of  t h i s  
l o c a l  cu r rency  f o r  s p e c i f i c  programs w i t h i n  t h e  c o u n t r y .  

Peace C o r ~ s  

The program f i n a n c e s  t h e  s a l a r i e s  and o p e r a t i n g  c o s t s  of  heace Corps 
v o l u n t e e r s  s t a t i o n e d  i n  the  hos t  c o u n t r i e s .  Volunteers  u s u a l l y  work w i t h  l o c a l  



government agenc ies  t o  d e l i v e r  s e r v i c e s  t o  i n d i v i d u a l s  i n  a r e a s  of need ( such  
a s  h e a l t h ,  n u t r i t i o n ,  e d u c a t i o n ,  o r  r u r a l  community a c t i v i t i e s )  i d e n t i f i e d  
j o i n t l y  by t h e  U.S. and h o s t  coun t ry  governments. 

Food Loans (Subs id ized  Food S a l e s )  

Under t h e  P.L.  480 T i t l e  I program, t h e  United S t a t e s  Government f i n a n c e s  
e x p o r t s  of food and o t h e r  a g r i c u l t u r a l  p roduc t s  t o  f o r e i g n  c o u n t r i e s .  The 
l o a n s  c a r r y  c o n c e s s i o n a l  terms--2 pe rcen t  dur ing  t h e  g race  p e r i o d  ( u s u a l l y  
10 y e a r s )  and 3 percent  o r  s o  d u r i n g  t h e  amor:ization pe r iod  ( u s u a l l y  30 
y e a r s . )  The food i s  s o l d  i n  t h e  r e c i p i e n t  coun t ry  through t h e  r e g u l a r  
commercial channels .  To t h e  e x t e n t  t h e  coun t ry  would have had t o  f i n a n c e  
t h e s e  food impor t s ,  us ing  i t s  own funds ,  t h e  T i t l e  I loan  s e r v e s  a s  s t r a i g h t  
balance  of payments suppor t .  The s a l e  of t h e  imported food g e n e r a t e s  a  
l o c a l  currency income f o r  t h e  r e c i p i e n t  coun t ry  government. The r e c i p i e n t s  
u s u a l l y  s i g n  an agreement promising t o  use  those  l o c a l  cu r rency  proceeds t o  
cover  i t s  s h a r e  of t h e  c o s t s  i n  s p e c i f i c  development programs. Under 
a u t h o r i t y  of T i t l e  111 of P.L. 480, t h e  U.S. Government can f o r g i v e  t h e  
repayment of t h e  o r i g i n a l  d o l l a r  loan  i f  t h e  borrower s i g n s  a  long-term 
commitment (4-5 y e a r s )  p ledging t o  u s e  i t s  l o c a l  cu r rency  proceeds  f o r  new 
a g r i c u l t u r a l  development p r o j e c t s .  

Food Grants  (Humanitarian Food Aid) 

The P.L. 480 T i t l e  I1 program s u p p l i e s  food on a  g r a n t  b a s i s  f o r  humani- 
t a r i a n  feed ing  programs admin i s t e red  by p r i v a t e  vo lun ta ry  o r g a n i z a t i o n s .  The 
main PVOs i n  C e n t r a l  America have been C a t h o l i c  Re l i e f  S e r v i c e s ,  CARE, and 
C a r i t a s .  The bulk of t h e  e f f o r t  goes f o r  maternal  and c h i l d  h e a l t h ,  schoo l  
f e e d i n g ,  and food-for-work programs, a l though i n  some c o u n t r i e s  t h e  PVOs 
a l s o  have s i g n i f i c a n t  f eed ing  programs t o  h e l p  d i s p l a c e d  persons  o r  v ic t ims  
of war o r  d i s a s t e r .  

I n t e r n a t i o n a l  M i l i t a r y  Educat ion and T r a i n i n g  Program 

The I n t e r n a t i o n a l  M i l i t a r y  Educat ion and T r a i n i n g  Program (IMET) p rov ides  
g r a n t s  t o  f i n a n c e  t r a i n i n g  i n  p r o f e s s i o n a l ,  management, and t e c h n i c a l  s k i l l s  
f o r  m i l i t a r y  pe r sonne l  from developing c o u n t r i e s .  Over t h e  y e a r s ,  i t  h a s  been 
des igned mainly t o  enhance t h e  p a r t i c i p a n t s '  p r o f e s s i o n a l i s m  and t o  b u i l d  
p o s i t i v e  l i n k s  between t h e  U.S. m i l i t a r y  and t h e s e  f u t u r e  m i l i t a r y  l e a d e r s .  
More r e c e n t l y ,  e s p e c i a l l y  i n  C e n t r a l  America, t h e  IMET program has  a l s o  
provided t r a i n i n g  i n  t a c t i c a l  and combat s k i l l s .  



M i l i t a r y  A s s i s t a n c e  Program, (MAP) 

The MAP g r a n t  program pays f o r  purchases  o f  b a s i c  m i l i t a r y  equipment-- 
weapons and ammunit i o n ,  v e h i c l e s ,  communications equ ipment ,  a i r c r a f t ,  f i e l d  
equipment ,  and t h e  l i k e - - t o  s t r e n g t h e n  t h e  m i l i t a r y  f o r c e s  i n  deve lop ing  
c o u n t r i e s .  To a  more l i m i t e d  e x t e n t ,  i t  can a l s o  pay f o r  combat and opera -  
t i o n a l  t r a i n i n g  f o r  u n i t s  o f  t h e  r e c i p i e n t  c o u n t r y ' s  armed f o r c e s .  

Fore ign  M i l i t a r y  S a l e s  C r e d i t  Program (FMS) 

T h i s  l o a n  program f i n a n c e s ,  a t  near-market  and c o n c e s s i o n a l  r a t e s ,  t h e  
same t y p e s  o f  m i l i t a r y  purchases  which a r e  a v a i l a b l e  th rough  t h e  MAP program. 
The M S  program i s  a d m i n i s t e r e d  by t h e  Defense S e c u r i t y  A s s i s t a n c e  Agency, 
a  u n i t  o f  t h e  Department of  Defense ,  w i t h  t h e  S t a t e  Department hav ing  j o i n t  
r e s p o n s i b i l i t y  on p o l i c y  q u e s t i o n s .  Between 20 and 30 p e r c e n t  o f  M S  a i d  i s  
provided a t  market  r a t e s ,  wi th  t h e  U.S. Government l e n d i n g  money t o  t h e  f o r e i g n  
c o u n t r y  ( a t  r a t e s  rough ly  e q u i v a l e n t  t o  t h e  r a t e s  t h e  T r e a s u r y  pays t o  borrow 
t h e  funds )  f o r  purchase  o f  U.S. m i l i t a r y  equipment.  Ten t o  f i f t e e n  p e r c e n t  o f  
M S  a i d  i s  provided a t  c o n c e s s i o n a l  r a t e s  ( f i v e  p e r c e n t ) ,  w e l l  below t h e  T r e a s u r y ' s  
c o s t  f o r  t h e  funds .  Aid t o  Egypt and I s r a e l  a c c o u n t s  f o r  approx imate ly  h a l f  
t o  two- th i rds  o f  t h e  t o t a l  FMS a i d .  Th i s  a s s i s t a n c e  is provided on e s s e n t i a l l y  
g r a n t  t e rms ,  a s  t h e  repayment o f  t h e  FMS l o a n s  i s  f o r g i v e n  a t  t h e  t i m e  t h e  
l o a n  is  made. By p r o v i d i n g  a s s i s t a n c e  i n  t h i s  manner,  t h e  United S t a t e s  and 
t h e  r e c i p i e n t  c o u n t r y  avoid  some o f  t h e  a d m i n i s t r a t i v e  r e q u i r e m e n t s  which would 
b e  e n t a i l e d  i f  t h e  g r a n t  a s s i s t a n c e  were channeled i n s t e a d  th rough  t h e  MAP 
program. Most C e n t r a l  American c o u n t r i e s  r e c e i v e d  t h e i r  FMS a i d  a t  c o n c e s s i o n a l  
r a t e s .  


