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FOREWORD

The independent Task Force on resources for international rela-
tionswas chaired by former Representatives Mickey Edwards and
Stephen). Solarz. The initiative that led to the creation ofthe Task
Force came fix>m die Brookings Institution and the Coundl on For-
eign Relations. Members of the Task Force were asked to assess
the consequences ofthe declining trend in funding for the conduct
of international relations and to make such recommendations as
they saw fit. The membership ofthe Task Force included a num-
ber of former officials of previous administrations as well as other
prominent Americans with a deep interest in international affairs.

The members ofthe Task Force met three times in Washing-
ton. Meetii”with interested dtizenswere also held in Boston and
Seattle. Inthe course ofits deliberations, the Task Force consult-
edwith officials ofthe executive branch, members of Congress, and
other knowledgeable indidduals. The Statement that follows sets
forth the findings and recommendations of the Task Force, but a
number of other individuals, including those who participated in
the Boston and Seattle meetings, were offered the opportunity to
signthe Statement—and many did. Only private citizens were asked
to endorse the Statement.

We thank and commend them for their effort and Report and
hope itwill stimulate congressional and public debate on a matter
ofgreat importance to our nation.

Michael H. Armacost Leslie H. Gelb
President President
The Brookings Institution Council on Foreign Relations
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Statement ofthe
Task Force

INTRODUCTION AND SUMMARY

Relative to the average Ofthe 1980s, U.S. spending on inter-
national afims has fallen nearly 20 percent in real terms, and it could
decline by as much as another 30 percent under the plans proposed
by the president and the 104th Congress for balancing die federal
budget by 2002.

Noting this trend in foreign af&irs spending, the Council on For-
e” Relations and the Brookings Institution, while taking no posi-
tions on the question as organizations, convened an independent
Task Fora ofdistinguished private dtizens with a strong commitment
to foreign affairs to exaniine consequences of the trend and to
make such recommendations as it might see fit.

TheTask Force concludes that the cuts already made in the inter-
national affairs discretionary account have adversely affected, to a
Mgnificant degree, the ability ofthe United States to protect and pro-
mote its economic, diplomatic, and strategic agendas abroad. Unless
this trend is reversed, American vital interests vsill be jeopardized.

The Task Force calls on the president and the secretary ofstate
to exert the strong and sustained leadership that will be necessary
to secure the understanding ofthe American people and the bipar-
tisan support of Congress to provide the funds necessary to finance
American global leadership. This effort must be accompanied by
atiiorough review ofthe foreign affairs agencies with an eye toward

' This Statement reflects the general policy thrust and judgments reached by the
group, althoi*h not all members of the group necessarily subscribe to every finding and
recommendation in this Statement.
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Financing Americas Leadership

astructure and processes that will be more efficient and effective in
terms oftoday’s requirements.”

The Task Force recommends that the president call for an
increase in international affairs spending from its level ofabout $19
billion in 1997 to $21 billion in 199%) with annual adjustments
through the year 2002 to ofiset projected inflation. In addition, this
Report calls for the creation ofa bipartisan commission to consid-
er possible reforms in the State Department and the other foreign
affe agencies and substantial achievable economies in existing pro-
grams and budgets. The amount ofthe net increase the Task Force
proposes represents only about one-tenth ofone percent ofthe entire
fiscal year (FY) 1997 federal budget and less than four-tenths ofone
percent ofthe total discretionary budget. Although these amounts
are small in absolute terms, the potential consequences ofnot hav-
ing them are quite large.

THE CHALLENGE AND OPPORTUNITY

With the ColdWar overi itis natural that the United States should
focus more on domestic concerns. Reducing the federal budget deficit
must be a high priority. Ensuring that government programs are

efficient and effective is an obligation owed to American taxpay-
ers. However, domestic renewal must not blind us to the worlds

continuing dangers and the requirements of Americas essential lead-

ershlﬁe end ofthe Cold War has transformed the nature ofthe chal-
lenges that face the United States. Ethnic strife, regional instabil-
ity, crime, narcotics, terrorism, fomine, environmental degradation,
fanaticism, and rogue regimes with mass destruction capabilities have

‘ Since the Statementwas completed, the president submitted his budget for fiscal year
1998. It would slow, but not stop, the ongoing decline in real spending for intemation”
afhurs. (Please see selected budget text in the Background Materials section of this
Report.)

3 The corresponding amount ofbudget authority would be roughly *22 billion m 1998
due to the fact that increases in actual spending always lag behind increases in the autho-
rization to spend. The amounts are similar to, but for technical reasons somewhat greater
titan, spending and bu<%et authority for the “150 (foreign af&irs) account.”
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Statement ofthe Task Force

taken the place ofthe global Communist threat on our agenda. The
United States cannot effectively protect its interests in these areas
and provide leadership for those who would work with us unless we
are prepared to spend the amount necessary to protect our interests
and promote our values.

Moreover, by strengthening friendly forces and by calming and
defusing potentially explosive situations, our diplomats can reduce
the demands upon our military forces, avoid unnecessarytroop deploy-
ments, and save much more money in the defense account thanwould
be spent from the much smaller foreign affairs account. With
such objectives in mind, our diplomatic arm, for example, has rein-
forced in recentyears our basic Asia-Padfic alliances withJ*>an, Korea,
Australia, Thailand, and the Philippines. Inboth Asia and Europe,
new concepts ofregional security and economic cooperation have
been advocated, including dialogues among former adversaries.
Timely spending for conflict resolution can help to obviate the need
for costly disaster relief, refugee resettlement, and possible military
deployments.

The U.S. economy is increasingly interdependent with the rest
of the world—a world that is increasingly competitive. Most
recent increases in our nations manufecturing employment have come
from increased export volume that has produced jobs with higher
than average wages and helped to drive the continuous growth of
our economy. Our ability to sustain that growth depends, in part,
on our willingness and ability to employ the traditional instru-
ments of foreign policy to promote exports, protect our products,
and ensure open trade. These are complex undertakings that
include tasks ranging from sustainable development and basic insti-
tution building (e.g., establishing commercial codes where none have
existed) to multilateral trade negotiations, such as in the World Trade
Organization. We know how to do these things; we must estab-
lish the priorities and be prepared to spend the money to deploy the
assets, people, and institutions required to achieve them.

Managing todays international, political, economic, and secu-
rity problems and seizing the opportunities before us requires
American leadership. Emdsing that leadership is difficult It demands
sustained official and public diplomacy, an array of economic and

[3]



Financing America’s Leadership

military sticks and carrots, and preventive measures where they can
be effective. And itwill require money.

Senator Richard Lugar in a recent admonition to the country's
policymakers summarized the view ofthe Task Force:

Too many leaders in both political parties have bowed to political expe-
dience and embraced the fiction that international spending does not
benefit Americans and therefore can be cut with impunity. As important
as balancing the budget is, it will not happen if American disengagement
from the world results in nuclear terrorism, an international trade war, an
international energy crisis, a major regional conflict requiring U.S. inter-
vention, or some other preventable disaster that undermines our security
and prosperity.

Americans want the United States to remain aworld leaden Rjlling
by the Chicago Council on Foreign Relations reveals that two-thirds
ofthe public wants the United States to rem”n actively engaged
inworld affairs. The number is actually higher than during the 1970s
and early 1980s, when the United States was in the winter ofthe Cold
War. Other poll data strongly support the beliefthat the public is
willing to pay for continued global engagement.

PROJECTED EXPENDITURES

What resources is our government currently devoting to meet-
ing these global challenges and opportunities?

INFY1997,  United States will spend about $19 billion for its
diplomatic and foreign assistance. Thatamount is slightly more than
one percent ofthe overall federal budget. Itis less in real or infla-
tion-adjusted terms than international discretionary spending in any
year since 1979 and nearly 20 percent below the average since then.

International affairs is the only major category offederal spend-
ing that has undergone areal reduction since 1980. Alongwith fund-
ing for the Pentagon, international spending is one ofonly two major
components ofthe federal budget to have been reduced since 1990.

As problematic as spending cuts have been to date, those now
planned are much worse. The president’s fiscal plan ofearly 1996

[4]



Statement ofthe Task Force

anticipated that real funding for international affairs would decline
from S19 billion to $16.5 billion by 2002.* 1fhe agrees—as he may
do—"to use Congressional Budget Office assumptions, the presi-
dentwould need to cut significantly more. Under the congressional
budget-balancing resolution of April 1996, international spending
would have dropped to $13 billion, or 30 percent below its current
level and 45 percent below its 1980-95 average in constant 1997
dollars. Thatwould be less than at any time since 1955.

In contrastwith the defense and intelligence budgets, the inter-
national affairs account is not at all protected in the deficit-elimi-
nation process. In the three-year budget agreement concluded
between President Bush and the Democratic-led Congress in 1990
(the “Andrews Air Force Base Agreement”), the international
affiirs function asweU as the national defense function ofthe bud-
get was fenced off and protected from diversion to alternative
spending. By contrast, at the conclusion ofthe January 1996 bud-
get negotiations, there was political agreement to put a floor under
the national defense budget, but international affairs was grouped
with all other nondefense discretionary expenditures and targeted
by the Office ofManagementand Budget (OMB) for straight-line
reductions. Subsequent pleas from the State Department for the
protection of foreign affairs within a more expansive “national
security” category were ofno avail.

CONSEQUENCES

The State Department and its 260-plus overseas posts consti-
tute the basic and indispensable infrastructure upon which all U.S.
civilian—and many military—elements rely to protect and promote
American interests around the world. The Task Force found
unmistakable evidence that the readiness ofthis infrastructure has
been seriously eroded. Some 30 posts have been closed in the past
three years for lack ofoperating fimds. Many ofthe remaining posts

+ The out-year projections in the presidents proposed budget for fiscal year 1998,
rekased after this Statementwas completed, contemplate spending of$16.8 billion in fis-
cal year 2002 (expressed in constant 1997 dollars).

[5]
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are shabby, unsafe, and ill-equipped. All are handicapped by obso-
lete information technology. Staffing is highly uneven. The depart-
ment's cadre oflanguage and area specialists has been depleted and
resources for public diplomacy are fast disappearing. Yet the
demands upon our missions continue to grow. Reports drculate that
budget cuts may force the department to close more posts abroad
and diat the department is being advised to sell offits assets in order
to meet operating expenses. Taken together, these developments
contribute to an image ofdecline and withdrawal that disheartens
our friends and allies and undermines our effectiveness abroad, as
do the actual cuts in our diplomatic muscle.

More subtle is the extent to which the executive's options have
been severely limited for lack of readily available, flexible resources
with which to avert or respond to foreign crises. Future chiefexec-
utives, regardless ofparty, will find this every bit as vexing as has the
present incumbent.

In die recent past our governmenthas been forced to choose, some-
times arbitrarily, which situations itwill engage in andw”ch itwill
ignore. Here are some recent examples:

* To stabilize Haiti, the decision had to be made to reduce eco-
nomic support for Turkey, despite its critical relationship to our
Middle East interests.

* The decision to provide aid to shore up the West Bank and Gaza
was made at the ejgiense offunds ori”ally intended to help demo-
bilize the armed forces ofthe parties to a Central American peace
agreement that the United States had spent years negotiating.

* Providing our share of the financing package assembled for
Cambodia’s first free election required deferring, for more than
a year, support for smaller initiatives in a dozen or so other
countries.

* Responding to the refugee crisis in Rwanda meant taking funds
for democratic institution-building from the rest of Africa at a
moment when positive trends were emerging elsewhere on the
continent.

« When the United States needed $2 million to monitor a cease-
fire between the Kurdish factions in northern Irag, ready money
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was notimmediately available, the situation deteriorated, and Sad-
dam Hussein was afforded a pretext to send forces into north-
ern Irag—a move that culminated in U.S. military action costing
mulriples ofthe originally needed sum.

U.S. investment in economic development, either through our
bilateral programs or international financial institutions (IFIs) like
die World Bank, has declined to $9 billion fixim die $12 billion aver-
age ofthe earlier 1990s. Itis projected to fall every year under both
the presidents and the congressional out-year plans. The conse-
quences ofnot investing in development are impossible to quanti-
fy, but the evidence of the benefits that development has brought
to over one-halfofthe worlds populationis impressive. In die pure-
ly human dimension, U.S. bilateral leadership has been critical to
recent worldwide advances in agricultural and medical research
and basic human needs including primary education, femily plan-
ning, child nutrition, and immunization programs.

U.S. political and economic self-interest also benefits fiom the
activities ofthe IFls. But aswe fall behind in meeting our com-
mitments, we risk losing our ability to shape their agendas in
support of our objectives. In the past, this influence has enabled
us to mobilize multilateral funding to supplement our own increas-
ingly limited bilateral funds for reconstruction in Bosnia, Haiti, and
the West Bank/Gaza; to stabilize the Mexican peso; and to rein-
force the transitions to democracy in Central Europe and the
countries of the former Soviet Union. At home, U.S. exporters
expect to feel the effects if our support for the IFIs continues to
decline. Nearly one-halfofU.S. exports go to Asia, Latin Amer-
ica, and Afiica, where close to 80 percent of the world's popula-
tion lives. 1FI lending drives critical segments ofdevelopment that,
in turn, will determine the fiiture market potential of these
countnes. . : :

U.S. arrearages to the United Nations present a more compli-
cated and troublesome case. An independent Council on Foreign
Relations-sponsoredTask Force chaired by George Soros recent-
ly concluded thatwhen the United States had taken clear and firm
positions, the United Nations “has served U.S. interests well.” The
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report noted further that its judgments of the United Nations
utility “have been shared by both the Bush and Clinton adminis-
trations.” But the United Nations vsdll not continue to work for us,
particularly after we succeeded in imposing our will on the issue of
a new secretary general, ifwe are not prepared to meet our finan-
cial obligations. Norwill our efforts toward reform ofthe U.N. sys-
tem gain momentum ifit appears that the United States is unlikely
to settle its arrearages, which now amount to S300 million for the
regular budget and $700 million for peacekeeping operations.

The damaging implications of the planned, progressive reduc-
tion in the international affairs budget are immediately evident upon
examination ofthe limited options for their implementation. The
most obvious strategy would be to take most ofthe cut out ofone
or the other ofits largest components—development assistance and
the Israel/Egypt programs. Either could be virtually eliminated if
itwere targeted. The alternative would be to cut each component
proportionately. Under this scenario, the State Department could
not avoid closing nearly 100 additional posts, and funding for “new
global issues”—including crime, corruption, narcotics, and the
environment—"would be at risk.

The magnitude of the cuts proposed through the year 2002
would make it impossible to avoid significant cuts in support ofthe
Middle East peace process and development iud, regardless ofthe
strength and persuasiveness of their advocates within the U.S.
political process. Those programs are where the money is, and if
total cuts ofa cumulative magnitude ofnearly 50 percent are made,
they simply cannot be spared.

Advocates ofsharp reductions in international spending frequently
do not speE out how their recommendations should be imple-
mented. They may be prepared to see one activity or another sav-
aged butwould probably find at least one ofthe above-mentioned
consequences of drastic cuts unacceptable.

None ofthis is meant to imply that there is no room for selec-
tive reductions in foreign aid or no need for a tighter fr>cus on admin-
istering its distribution. Insufficient frmding is by no meansthe only
problem vsith our foreign affairs programs. However, any changes
should be made with a scalpel rather than an ax. The Task Force

[8]
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has identified several specific areas where savings could be made in
order to enhance effectiveness and to offset partially the increases
it proposes.

RECOMMENDATIONS

To reversk die destructive funding trend ofthe last fewyears, the
president must take die initiative to ask for adequate funding for inter-
national affairs and to work together with Congress to ensure that
our foreign afeirs structure is organized to meet today's requirements
with maximum efficiency and effectiveness. He must take respon-
sibility for doing what only he can do—explain to the American
people why we need to devote resources to promoting our interests
abroad. At the same time, he must make clear to the foreign affairs
bureaucracy diat “business as usual” is unacceptable. Allthe poll data
show that the American people support constructive engagement
and recognize the dangers and opportunities abroad. They know
leadership does not come cheap and they will support the president
once he makes clear what is needed and that he is prepared to push
for reforms

Next, the executive and Congress must reestablish the biparti-
san and bicameral cooperation necessary to ensure that adequate funds
are provided. Otherwise, American interestswill be increasingly at
risk in a rapidly changing and turbulentworld. To the extent that
agreement can be reached between the president and Congress on
restructuring the foreign affairs agencies, it would be highly desir-
able to agree on basic terms in time for any necessaiy legislative action
to be completed during the coming session of Congress.

Specifically, in F'Y'1998, federal discretionary spending on inter-
national affairs should rise to S21 billion from its 1997 Ang
billion, vritii annual adjustments through tiie year 2002 to offset infla-

5 Bowman Cutter emphasizes that in the current budget climate this recommendation
necessarily involves shifting S2 billion annually away from other, presumably domestic pro-
grams, and that this policy thrust carries with it a heavy responsibility on the part of
policymakers to examine thoroughly the structure and operational effectiveness of our

current programs.
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tion. The recommended figure is still well below the average ofthe
1980-95 time period but considerably more than current projections.

The Task Force was acutely aware ofdie continuing budget pres-
sures and searched for ways to cut existing costs. The Task Force
presents these reforms before outlining the increases that are rec-
ommended:

« Savings in the development assistance account can be realized
by dropping the Tide | PL 480 food program and through the
amalgamation ofthe Agency for International Developments
extensive administrative support operations as discussed below.”

« Continuing administrative reforms in U.N. organizations and
die international financial oiganizations should produce savings
for the U.S. expenditures on the United Nations of Sioo mil-
lion per year by the year 2002.

« Amalgamation and reengineering of the administrative sup-
port services of the foreign affairs agencies need not await the
larger structural review recommended and therefore should be
initiated immediately. This reform would be a logical follow-
on to the newly agreed-upon collaborative arrangements for
financing overseas administrative support. The foreign affairs
agencies should be directed to move without further delay to elim-
inate overlap and duplication ofpolicy and program functions
among themselves, as directed by the vice president in 1995.
These actions should produce savings of $100 million to $200
million by the end ofthe decade.

+ A misaon-by-mission review ofall agencies’ overseas staffing should
be cOTisidered as a means ofsharpening focus and realigning resources
with policy priorities. Such areview could achieve additional sav-
ings in accounts other than 150.

A Julia V. Taft would like to point out that in recent years an important portion ofthe
tonnage allotted to Title | has been reprogrammed for emergency food response underTitle
11 and has contributed to major life-sa\dng programs. 1fthe budget is saved by dropping
Tide I, itwill not really save money ifthere needs to be a complicated, supplemental food
allocation for highly popular humanitarian food aid underTide Il. For this reason, she ques-
tions the validity of the cost savings and wonders ifwe might be jeopardizing the support
ofthe U.S. farmers who strongly support PL 480.

[10]



Stsitsment ofthe Task Force

The Task Force is persuaded that some restructuring ofthe for-
eign affairs agencies is needed and that this would produce addi-
tional savings—although less than some advocates have suggested.
Restructuring the foreign affairs agencies is a task assigned by the
Constitution and by practical necessity to both political branches
ofthe government and requires the cooperation ofleaders on both
ends of Pennsylvania Avenue. The Task Force urges the president
and congressional leaders to come together on a mechanism—a bipar-
tisan commission appointed jointly by congressional leaders and the
president is one time-honored method—to develop a solution that
allcan supportand thatwill improve the formaticMi and implementation
ofpolicy.

Disagreement over organization must not be permitted to be the
cause or the excuse for failure to reach agreement on the funding
increases thatwill be necessary—whatever structural reforms are agreed
upon. The following summarizes the Task Force’s recommenda-
tions for increases relative to FY'1997 spending levels (all numbers
are annual unless otherwise indicated, should be mdntained at
this level in real terms for the next five years, and are expressed in
constant 1997 dollars):

+ $600 million should be available in accounts that the president
can draw upon to take prompt, concrete actions to fix problems
ofurgentand particular concern to the United States. Uses would
include economic and security support, military education and
training, foreign military financing, conflict prevention and res-
olution, democratic institution-building, nonproliferation, coun-
temarcotics, and counterterrorism. These are basic tools of
U.S. policy that any president will require. The ability to pack-
age them quickly can often give the United States critical lever-
age in dealingwith impending crises, particularly where unilateral
American interests are at stake orwhere, forwhatever reason, resources
fiom other governments or multilateral institutions are either not
available or cannot be mobilized without U.S. participation.
Use ofthese flmds should be permitted on a discretionary basis,
subject to strict accountability to Congress.

* The basic State Department operating accounts should be
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maintained at least at the FY'1997 level in real terms until FY
2002. In addition, two temporary increases are recommended:

1. A*no year” capital investment account should be created
for information technology modernization tied to States
Information Resource Management Strategic Plan fund-
ed at S150 million annually for five years. The modernized
systems would support not only the State Department but
also the 40-plus other U.S. agencies housed in U.S. posts
abroad, permitting (for the first time) modem communi-
cation among agencies at post and facilitating the consol-
idation of administrative support systems. The State
Departments requirements for the replacement and repair
ofoverall plant and equipment substantially exceed this amount,
but the Task Force expects these to be met through rein-
vestment of savings generated by reengineering of States
Washington-based overhead functions.

2. A two-year “Reorganization Account” funded at $100 mil-
lion annually to be administered by the State Department
under special authorities to facilitate (e.g., through retrain-
ing, outplacement, “early-out” retirements, lease termina-
tions, etc) die consolidation and downsizing ofadministrative
overhead and duplicative program functions among the for-
eign affairs agencies. From FY 2000 on, savings generat-
ed by this restmcturing should Kkick in, permitting the
recovery of transition costs and generating on-going sav-
ings to help offset planned inflation adjustments.

+ $200 million should be budgeted annually for five years to elim-
inate approximately $1 billion in U.S. arrears to the United
Nations, pursuant to executive-congressional agreement on
much-needed U.N. reforms.

+ A $500-million net increase in bilateral support for sustainable
development and poverty eradication, disbursed primarily
through the Agency for International Development (AID),
would begin to move funchng for those activities back toward the
average ofthe earlier1990s. At the same time, AID should give
consideration to tightening still further the practice that it has
begun ofreducing or eliminating programs when recipient gov-
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ernments do not pursue policies consistent with sustainable
growth.

* S700 million (in increased budget authority) should go in
increased budget authority to the international financial insti-
tutions (IFIs). Within this total, $200 million for five years would
make good on arrears, together with an annual increase of $500
million for replenishment in capitalization of multilateral banks
and fiinding ofthe International Development Association. As
the terms offuture capitalizations are considered, the United States
should insist that IFIs require recipient governments to adhere
to growth-compatible economic policies.™ §

CONCLUSION

The president has spoken very clearly about the imperatives of
global leadership and its price. In Detroitlast October he declared:

The burden of American leadership and the importance ofit—"indeed, the
essential character of American leadership—is one ofdie great lessons ofthe
20th century. ItwU be an even more powerful reality in the 21st century

What remains now is for the president to recognize that with-
out adequate resources it will not be possible to provide the inter-
national leadership that our national interests require. There are diree
aspects to this challenge:

" David Abshire would like to note that the extent to which the multilateral develop-
ment banks (MDBS) should change their focus to take account of recent changes, espe-
cially the huge expansion of private flows, and reforms needed to improve their effectiveness
are the subject ofa forthcoming Center for Strategic and International Studies Task Force
(CSIS) report. Chaired by Senator Bill Bradley and CongressmanJohn Kasich, this Task
Forcewill recommend tighter MDB Rolicies on country graduation, policy reform, and com-
petition with the private sector. It ~so stresses the neéd for more transparency in MDB
operations and a better “tem by which shareholders canjudge program results. Accord-
ing to Abshire, this group believes U.S. funding for the MDBSs should be related to
Brogress in dthese areas, butstill under discussionis the time frame over which reforms should

e expected.

" Steven K. Berry concurs with the CSIS Task Forces preliminary findings, noted bEé
David j*ishire above, rarding restructuring and focusing multilateral developmentban
energies on economically viable projects.
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First, the president must include in his 1998 budget request an
amount adequate to fund American leadership, and he must also
reverse the out-year projections that threaten our posture abroad.
Second, the president must take the international affairs resource
issue to the American people. The president, more than any other
individual or institution in our system, bears the responsibility for
the success or failure of American foreign policy. Better than any-
one else, he can make clear what it means not to have the resources
required to protect and promote American values and interests. As
commander in chief, the president can underscx)re the vital link between
diplomacy and deterrence. Then-Secretary of State Warren Christo-
pher described the nature ofthis connection very clearly when he
addressed the Corps of Cadets atWest Point last October 25:

We vsdll serve the American people best ofall ifwe can prevent the con-
flicts and emergencies that call for a military response fiom ever arising
... ifwe hold that line around the world, we are much less likely to have
to send you and the troops you will command into harm’s way sometime
in the future.

Third, once the president has done these two things he will be
in a position to reach out to the leadership of Congress to estab-
lish an understanding about international af~rs financing. This must
be a collaborative, nonpartisan undertalting, and the president must
commit, at the outset, to a review ofthe structure and coordination
ofthe foreign policy agencies as recommended above. The initial
move in this regard must be the presidents, and it must be accom-
panied by a clear indication ofhis willingness to take the resource
issue to the American people. He must then be joined by Congress,
which deserves nothing less than a full understanding, a full voice
in decisions, and a full measure ofresponsibility.

The American people do not want to swap a budget deficit for
asecurity deficit. The Task Force suspects most Americans would
be alarmed if these proposed budget cuts go through and they
then discover that America faces an influence gap in world afi*urs

as we enter die 21st century.
We can afford to do more. We cannot afford to do less.
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BACKGROUND STUDY

Prepared by Michael O'Hanlon

Relative to the average ofthe 19803, Spenthng on international
afi” has Men nearly 20 percentin real terms, and it could decline
by as much as another 30 percent under the plans ofthe president
and Congress for balancing the federal budget.

It was appropriate that certain international affairs accounts
decline from their Cold War levels. Security aid no longer needs
to be as large as when the Western world faced a global Commu-
nistthreat. Further economies in remaining accounts may be pos-
sible as well. Certain programs, such as the non-disaster-related
parts ofthe PL 480 food aid program, are inefficient or even coun-
terproductive. The U.N. Secretariatin New York is notwell man-
aged. Too much developmentaid stUl flows to countries with poor
macroeconomic policies; many such countries should receive less assis-

tance than they currently do.
But on balance, it appears clear that die ability ofthe United States

topromote its interests and values on a global scale has already been
jeopardized—if not significantly harmed—as a result of excessive
budget cuts. Unless these trends are reversed, the consequences for
U.S. interests around the world could be dire.

For those who would downplay the stakes involved, a quick
survey ofthis century's chiefhistorical turning points should give
them pause. U.S. disengagement from the international scene
afterWorldWarlhea)edpavethewayforWorldWarll. U.S.engage-
ment after World War 11 helped create and hold together the most
successful alliance sj*tem in world history, the alliance that even-
tually prevailed in the Cold War. Although fear ofacommon threat
helped create and coalesce the U.S.-centered Western alliance net-
work, common values and an energetic and generous U.S. leader-
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ship also (x>ntributed greatly. Most countries trusted the United States
and believed it would act to promote not just its own but general
international interests.

With the century’s third and final great geopolitical contest
now over, how the United States sets up the machinery and prior-
ities of future foreign policy vrill have great bearing on the likeli-
hood ofwar, peace, and prosperity in the next century. Ifits positive
tdsion for a harmonious and prosperous community of nations
becomes clouded, the values espoused by leaders firom Roosevelt to
Reaganwilllose their greatest champion and almost catainly be weak-
ened on the global scene.

Senator Richard Lugar, Republican of Indiana, put itwell In
a recent admonition to the country's policymakers, he said:

Too many leaders in both political parties have bowed to political expe-
dience and embraced the fiction that international spending docs not
benefit Americans and therefore can be cutwth impunity. Asimportant
as balancing the budget is, it will not happen ifAmerican disengagement
finm the world results in nuclear terrorism, an international trade war, an
international energy crisis, a major regional conflict requiring U.S. inter-
vention, or some other preventable disaster that undermines our security
and prosperity.'

As much as other countries can threaten our interests, they can
also benefit our economy, strengthen our diplomacy, and enrich our
lives. Exports and imports combined now represent one-quarter
ofthe U.S. gross domestic product (GDP); lo million more Amer-
icans ayear now travel overseas than a decade ago; coordinated mul-
tilaterd efforts to protect the environment or address financial and
political crises in countries like Russiaand Mexico can succ” more
readily, and at much lower cost to American taxpayers, than uni-
lateral U.S. efforts.

Clearly, general arguments like the above do not immediate” trans-
late into a specific international affairs budget. But it now appears
that the United States has reached the point where cutbacks have

"Quoted in Helen Dewar, “Sen. Lugar Rules Out State Dept. PDSsibility,” washing-
ton Post, November 9,1996, p. A4.
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indeed begun to interfere with the effective implementation of
American foreign policy.

In 1997, the United States will spend about $19.6 billion for its
major diplomatic and foreign assistance activities. Thatamount is
slightly more than one percent ofthe overall federal budget (see fig-
urel). Itisless inreal or inflation-adjusted terms than intematioi”®
discretionary spending in any year since 1979 (excepting 1996) and
nearly 20 percent below the average amount since then.

International afi&irs is the only major category offederal spend-
ing that has been reduced in real terms since 1980 (see table 1). More-
over, international spending is one ofonly two major components
ofthe federal budget that have been reduced in real terms since 1990.
Military spending has also declined since then, but that was to be
Gopected with the collapse ofthe Soviet military machine.

PA]
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Figure . U.S. Federal Spending by Category, 1996 and 2002

(projections based on the president's budget)

Sources; Congressional Budget Office, Economic and Budget Outloot Fiscal Years
199;-2006 (May 1996); Executive Office ofthe President, Budget ofthe United
States Government, Fiscal Year 1998, Historical Tables (February 1997), P-109-
Note; These percentages add uF to roughly 104; offsetting receipts (negative
spendlngg brlngi the actual total back down to 100 percent. .

“Federal Retirement” includes military pensions; “other” includes
unemployment compensation. The “Medicaid/Food Stamps/Other Welfare”
eatery includes the earned income tax credit, Each percent of current federal
spending represents about $15 billion. The “projected percentages” show spending
estimates for 2020 under the president's long-term budget.
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One consequence ofrecent budget cuts, the closing ofseveral U.S.
embassies and consulates to save State Department dollars, is a felse
economy at best and may create an image ofAmerican withdraw-
al from the world at worst. Brazil, Mexico, Indonesia, Thailand,
the Philippines, Egypt, Turkey, France, Italy, and Germany are
among the important countries where consulates have been closed.
And our ability to open new facilities is limited. For example, we
negotiated for the right to have five consulates in Chinabut for bud-
getary reasons have only opened four. To compound the handicap,
the State Department has had to scale back travel allowances for
U.S. diplomatic personnel in that country, who now must cover greater
distances than expected because ofthe reduced number ofconsulates.
State Department budget levels are not drastically inadequate, but
they are too low—and itwould be imprudent to let the problem get
much worse before redressing it.

The United States is being forced to choose, sometimes arbitrarily,
which situations to address and which to ignore. This is a partic-
ular problem in countries at risk for political upheaval and violence.
In the last two years, the United States did not have enough money
to ~d conflict resolution efforts in Liberia, Burundi, Rwanda, and
Angola. Instead, it had to choose among them. Institutional
development, such as improvement ofpolice forces, courts, and pris-
ons, suffered—"with consequences for political stability already
observable in Central Africa in recent months. Nexttime, we may
notbe so fortunate as to have a local army alleviate a major human-
itarian crisis as effectively as the Zairian Tutsi appear to have done
in the fall of 1996. At that point, our choice may be between
ignoring our values and the plight offellow human beings or using
our own military forces to patch up a problem that should have been
prevented.

Other examples, generally ofless compelling immediate signif-
icance but still ofconcern, now abound. Some aid promised Turkey
had to be rerouted at the last minute to support reforms in Haiti
and funds designated for Russia had to be raided to help Mongo-
lia. Money promised El Salvador and Guatemala to help demo-
bilize opposing armies as required under peace accords was delivered
much more slowly than intended. Support that the United States
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had hoped to provide nongovernmental organizations in Cuba
and China that promote human rights and democracywas not avail-
able in the end. Given the U.S. concern about those two countries,
ignoring whatever opportunities there may be to broaden and
strengthen independent political actors within them seems
unwise.

The United States has also fallen short on its commitments to
help fund institutions such as the World Bank, International Devel-
opment Association, and U.N. system. This practice is generally
an unpromising way to attempt to win an argument about policy
reforms in those bodies.

Other foreign assistance resources, already in gradual decline for
a number ofyears, are now shrinking rapidly as well. This is hap-
pening atjust the moment when the end ofsuperpower ideologi-
cal competition and a strong global consensus in favor of the
marketplace present opportunities to help a number ofcountries become
full-fledged members of the international economic and political
system. In otherwords, not only are we increasing the risks ofglob-
al violence, terrorism, overpopulation, and environmental cata-
strophe, we are forsaking opportunities to improve the United
States’ own economic well-being and reinforce its reputation as a
beacon ofeconomic and political rights for all.

Being involved in countries with diplomatic presence and for-
eign aidworks in fevor ofU.S. interests. In Latin America, for exam-
ple, goods 6x)m the United States comprise 57 percent ofall imports
regionwide—but 71 percent ofthe total in those six countries where
we have given most ofour aid. In Indonesia, a few million dollars
in assistance to privatize energy production opened the door for a
U.S. firm to win a $2 billion contract. An absolute majority ofthe
dolkr-\*ue growth in U.S. exports is now to developing countries.
(And in the short term, much foreign aid spending winds up back
in the hands ofU.S. firms.)'

In the specific area ofagricultural development, it turns out—

paradoxically, perhaps—that the more countries improve their own
food production, e more food they import firom the United

* Bany M. Blechman, Foreign Assistance; What's in Ittor Americans? (Wishington,
D.C.; Business Alliance for International Economic Development, 1996).
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States. As countries’ agricultural outputs increase, their wealth
typically does too, providing the means and the desire for foodstuflfe
such as wheat and coarse grains that the United States specializes
in producing.”

DEEPER CUTS WOULD BE UNACCEPTABLE

As PROBLEMATIC as the spending cuts to date have been, much worse
things may be in store. Unlike the case ofthe Pentagon budget, the
international affairs account has not enjoyed even partial protection
during the 1995 and 1996 defidt-elimination processes.

In early 1997, the president released his 1998 budget request that
anticipated a farther decline in real funding for international affeirs
from $19.6 billion to $16.8 billion by 2002 (see figure 2). Thatis the
relatively good news. The bad news is that under the congressional
budget-balancing resolution of April 1996, international spending
would drop to $13 billion, or 30 percent less than its current level and
45 percent below its 1980-95 average. (All of these figures are
expressed in terms ofconstant 1997 dollars.) Thatwould be less than
at any time since 1955, as figure 3 shows. The presidents own 1996
plan would reduce funds to virtually the same levels, ifit is modi-
fied to use the Congressional Budget Office's economic assumptions
ofearly 1996 and defense is spared from any cuts beyond those already
planned.

The improved defidt picture ofearly 1997 suggests that cuts would
notbe quite this severe under a revised budget-balandng plan. But
even a reduction in real international discretionary spending to 115
billion could do grievous damage.

Consider the implications ofsuch a spending level. One way to
reach it would be to take $2 billion more out of development aid
for poorer countries, $1 billion out ofannual aid to the Middle East,
$0.5 billion out ofgovernment support for U.S. business as well as
U.N. costs, and a final $0.5 billion out ofthe State Department.

3 Congressional Budget Ofifia, Agricultural Rogress in the Third World and Its Eflfect
on U.S. Farm Exports (May 1989), pp. ix-xxviL

[38]



Bad”~mund Materials

27

—r-

1960 196S 1970 1975 1980 1985 1990 1995 2000 2005 2010

Figure 2. U.S. International Spending, 1962-2002

Source: Executive Office ofthe President, Historical Tables: Budget ofthe United
States Governmentfor Fiscal Yeariggy, 1996, p. 109.

Notes: Data until 1996 are historical; figures from that point on are projections for
the president's request for fiscal year 1997. TTiey are based on OMB's relatively
optimistic economic assumptions ofearly 1996; a more pessimisdc forecast would
imply a need for deeper cuts somewhere in the federal budget, possibly including
intemadonal programs, in order to eliminate the deficit. Figures are oudays and use
the definidon ofintemadonal discretionary spending from the Budget Enforcement
Act, which includes funding for the State Department, U.N. peace”eping, and

other activities as well as foreign aid. The president's 1998 budget request changes
the curve only slightly; it would terminate at the slightly higher level of $16.8 billion
ifbased on the more recent budget.

The cutin developmentaid might, for example, be met by end-
ingwtually all U.S. bilateral and multilateral support for develop-
ment in Ainca—-cleaving the European countries with primary
responsibility for helping that troubled continent. (Outside ofthe
Middle East, no other major region gets enough U.S. development
aid to absorb a funding cut ofthat magnitude by itself, an alterna-
tive to cutting aid to Afiica might be endii” all U.S. contributions
to both Latin American and South Asian countries.) The reduc-
tion in assistance to the Middle East might significantly affect
Jordan and the West Bank and Gaza, possibly increasing the risks
ofeconomic discontent and political unrestwithin their populations
and harming the peace process.

The decline in State's budget, a 20 percentreal funding reduction,
could be realized through a number ofapproaches—none ofthem
appealing. For example, we could eliminate 100 of our smallest
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Figure 3. International Spending, 1962-2002

(projections based on Congress's 1996 budget plan)

Source: Executive Office ofthe President, Historical Tables: Budget ofthe United
States Govemmcnf/or fjsca/ Year 1997, 1996, p. 109.

Notes: Data until 1996 are historical; figures from that point on are projections.
Figures are outlays and use the definition of international discretionary spending
from the Budget Enforcement Act, which includes funding for the State
Department, U.N. peacekeeping, military aid, international broadcasting, and other
activities as well as development aid.

embassies and consulates, or close 50 of the smallest ones while
maldng staffcuts ofabout 15 percent at die remainder. Depenctng
on the approach, a number ofthe following consequences could be
expected:

« Our monitoring ofrespect for intellectual property rights in Braal,
Indonesia, and China could suffer.

* Our efforts to help Mexico crack down on the drug trade and
monitor its progress in doing so could be degraded.

» Our ability to understand major political fections and leaders in
the Middle East could be compromised.

« Extremist Sudanese sheiks might more easily slip past our eyes
and gain access to U.S. territory.

» The diplomatic reporting commonly done by our embassies
could end in a country that is on the precipice ofcivil violence,
impeding our ability to use suasion and negotiation to head off
a major humanitarian emergency.
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Those who advocate sharp reductions in international spending
generally fail to recognize the potential ramifications oftheir posi-
tions, such as thosejust dted They may be prepared to see one account
or another savaged butwould probably find at least one ofthe above-
mentioned consequences ofdrastic cuts extremely unpalatable. Yet
itwould be difficult to avoid such cuts in Mideast and development
aid, as well as funding for diplomacy and export promotion, regard-
less ofthe persuasiveness oftheir advocates within the U.S. polit-
ical process. Those areas are vhere die money is—and ifinternational
spending cuts cumulatively approaching 50 percent in magnitude
are made, itwill be very hard ifnot impossible to spare them.

Cutting resources for foreign affairs does not make any sense for
the world in which we live. Instead, U.S. international spending
should increase fiom its 1997 level 0of$19.6 billion. Due to fiscal real-
ities, increases should be as modest and targeted as possible. But
to protect and promote U.S. interests abroad, a total international
discretionary spending level ofat least S21 billion is needed in 1998
(see table 2). That amount should be adjusted in the years ahead
to keep up with inflation.

As a practical matter, that outlay level would require discre-
tionaiy budget authority ofaround $22 billion in 1998. (Budget author-
ity is akin to new money in the bank against which to enter into
contractual agreements or write checks; outlays or spending are akin
to the p~ments thatresultwhen those checks are cashed.) Butrestor-
ing dependable and adequate resource levels for the foreseeable future
matters mote than hitting a specific number in 1998,

The above numbers each would need to be about $1 billion
greater were it not for specific reforms that can and should be
made in U.S. international activities. Specifically, cuts in the PL 480
Tide I program, U.S. dues to the U.N. system, and certain admin-
istrative functions within the various U.S. foreign affairs agencies
can save a total of $500 million a year. Another $500 million can
be saved by reducing development aid to countries with unpromis-
ing economic policies—although that amount, rather than being redi-
rected to other programs, should be kept within the development
accounts and used to restore adequate funding to countries with good
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Table 2. Recommended Outlays for U.S. International Affairs

(Shillion)
Obijective or Activity Annual Funding Level
1997 International
Discretionary Spending 19.6

Added Costs
Additional Flexible Money

in Economic Support Fund 0.6
Additional Funds for Computers

etc. for State Department 0.15
Restructuring/Buyout Account

for State Department (1998 and 1999) 0.1
Funds to Partially Restore Bilateral

Aid to Earlier Levels 0-5

Arrearages at United Nations,

including Peacekeeping 0.2
Arrearages at International

Development Association (IDA),

Other Multilateral Organizations® 0.2

Subtotal, Added Costs 1-75

Recommended Savings
Bureaucratic Consolidation,

Reorganization (State etc.) 0.15
Cuts in U.S. Secretariat, Multilateral

Development Agencies 01
Termination of PL 480 Titles | and 111 0.25

Subtotal, Saving 05

Grand Total

1998 International Discretionary

Spending (including inflation adjustment) 21.0

*Budget authority should also increase relative to its 1997 level by 1700 million to
satisfy future requirements.
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policies (in many cases, their aid has been cut severely in the last few
years).

While higher than todays spending or the amounts proposed by
the president and Congress, a $21 billion outlay level would remain
below the 1980-95 average ofroughly $23 billion (again, in 1997
lars). Moreover, the international affairs budget would still be
doing more than its fair share to balance the budget by 2002.
Under this proposal, itwould be cut more in percentage terms than
domestic discretionary spending or any major entitlement pro-
gram over the 1990-2002 period.

The balance ofthis report considers in more detail the specific
objectives ofU.S. foreign policy and the challenges ofpursuing each
in the current international environment. It also considers the
potential for various types ofbudgetary savings. Itconcludes by lay-
ing out a political strategy for restoring broad domestic support for
international affairs, a strategy that must begin with the president
but involve the full participation of Congress as well.

THE INTERNATIONAL DISCRETIONARY BUDGET

Thereis aplethora ofways to look at the international budget that
can confound all but the most meticulous and knowledgeable
bureaucrats. Both opponents and proponents often further confuse
the debate by taking numbers out of context. For example, those
advocates of foreign assistance and diplomacy who imply that
funding has already been cut 50 percent relative to the norms ofan
earlier era overstate their case." Unfortunately, they may wind up
being right ifwe do not change course.

This report focuses on actual government spending or oudays,
rather than year-to-year budget authority. Budget authority fluc-
tuates too much from one year to the next for reasons that have more
to do with financial aberrations than policy.

"To be specific, they often use as their point ofcomparison ayear in which budget author-
ity was much higher than in any year before or after due to emergency relieffor drought
m Africa, temporary increases in assistance to the Middle East, and other unusual and co-

inciding events.
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Table 3. The U.S. International Discretionary Account
(1997 fhillion)
Estimated 1997 Running
Type of Spending Outlays Total
Development AID
Multilateral Aid

Development Banks 1-7 17
Voluntary Contributions to

UNICEF, etc. 0.3 2.0

Bilateral Aid

Development Assistance 23 4-3
Economic Support Funds 24 6.7
PL 480 Food Aid 11 7.8
Refugee Assistance 0.9 8.7
Peace Corps, Other 05 9.2

Other Foreign Assistance
Aid to Central/Eastem Europe,

Former Soviet Union 1.2 10.4
Foreign Military Financing 33 137
International Military

Education and Training 0.05 13.8
Narcotics Control 0.2 14.0
IAEA, Korean Reactor Deal o.u 141
U.S. Information Agency 12 15-3
U.N. Peacekeeping 0-35 15.6

Breakdowns ofexpected spending in 1997 are shown in table 3.
To highlight a couple of key points, most of the international
account is foreign aid—for development in poorer countries, polit-
ical and economic reform in the former Communist states, or
security assistance to Israel and Egypt. The vast preponderance is
given bilaterally; table 4 shows the major recipients ofU.S. bilat-
eral aid in 1996 (not counting Nunn-Lugar aid for the former
Soviet republics, which comes out ofthe defense budget).
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Table 3, continued

Estimated 1997

Type of Spending Outlays

Bilateral and Multilateral Diplomacy
State Department 18.1
ACDA, Other 0.2 18.3

U.S. Secretariat, Other U.S.
Organizations (administrative

t
costs) 19.2

Business
Export-lmport Bank, Other 196

Addendum: Aid Funded Out ofthe U.S. Military Budget
Nunn-Lugar Cooperative

Threat Reduction Aid for

former U.S.S.R. 0.4
U.S. Military Costs in Indirect

Support of U.N. Peace

Operations to 35
Source; Executive Office ofthe President, Budget ofthe United States
Government, Fiscal Year 1998 (February 1997), pp. 252-3.

Notes: Function 150 includes roughly $5 billion in negative spending (receipts from
foreign governments and the like), so it totals about $15 billion in oudays in 1997.

It is not yet possible to estimate the (mosdy unreimbursed) U.S. military
costs in support of U.N. peace operarions in 1997. The estimate here reflects the
1994-96 annual average.

In (Quantitative terms, $4 billion out ofthe S19.6 billion in inter-
national discretionary spending is for diplomacy, U.N. dues, and sup-
port for U.S. business overseas. A bit more than $6 billion is for
foreign aid focused on specific U.S. national interests like security
aid to the Middle East, transition assistance for the former Soviet
republics, and public diplomacy through the Voice ofAmerica. About
$9 billion is to help developing countries.

While examining these numbers, itis appropriate to ask how they
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Table 4. Major Recipients ofU.S. Bilateral Aid, 1996
(“million of obligations)

Recipient Amount Recipient Amount
1. Israel 3,000 9. South Africa 125
2. Egypt 2,270 10. Ethiopia

3. Russia 320 u. Rwanda uo
4. Bosnia 310 12. Peru 95
5. Ukraine 245 13. Armenia 95
6. Jordan 180 14. Bolivia 85
7. India 160 15. West Bank/Gaza 75
8. Haiti 125 16. Bangladesh 75

Source: U.S. Agency for International Development, Congressional Presenfafio/i
Summary Tables, Fiscal Year 19//(July 1996), pp. 38-41.

compare to corresponding numbers from odier industrialized coun-
tries whose gjobal interests are similar to our own. Consider, for exam-
ple, our development ~d to poorer countries, comprising about half
oftotal U.S. international spending.

Much is often made ofthe fact that after implementing the Mar-
shall Plan and then dominating development assistance through the
1960s, the United States has now greatly slipped in its position as
a lead donor. Forthe most recentyear for which comparative data
is available, 1995, the United States was essentially tied in absolute
dollar termswith Germany and France for second place on the major
donors list. Each ofthe three pro\ided roughly $8 billion in offi-
cial development assistance (ODA), well behind Japan with its
aid levels of $12 billion to $14 billion a year (depending on exacdy
how one measures, as shown intable 5). U.S. ODA now represents
only about one-sixth of the global total and could drop to just
one-tenth under the proposed budget-balancing schemes.

This U.S. ODA budget translates into a very small percentage
of the country's GDP. Among all Organization for Economic
Cooperation and Development (OECD) countries, the United
States is the least generous by this metric. The United States now
gives about 0.10 percent ofits GDP in official development assis-
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tacmofONV

mAU OECD Countries
COUnited States
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Figure 4. Economic Burden of Foreign Aid, 1960-93

Sources: World Bank, World Development Report 1980 (New York: Oxford
University Press, 1980), pp. 140-41; World Bank, World Development Report199s
(New York: Oxford University Press, 1995), p. 196.

Notes: Under the presidents budget request for fiscal year 1997—relatively favorable
to international programs compared with Congress's latest detailed plan—aid would
drop by 30 percent in real terms by 2002, relative to its 1993 level. Thus, it would
decline to 0.08 percent of GNP (that is, assuming that ODA would be cut by the
same fraction as would overall international spending). From i960 to 1993, U.S.
overseas assistance dropped from representing 58 percent ofthe world total to 18

percent.

tance; by comparison, the OECD average is nearly 0.30 percent (see
figure 4).

Itis hardly troublesome that the United States gives far less than
called for by the U.N. General Assembly. The United Nations’ offi-
cial targetis that donors provide 0.70 oftheir GDP in aid, but the
case for giving this much money is weak on developmental grounds.”
Nor is it necessarily inappropriate that the United States devotes a

5 A forthcoming stui” that attempts to calculate an optimal amount ofgbbal ODA from
the “bottom up” argues that donors should increase their average aid fromjust under 0.30
percent of GDP to 0.35 percent See Michael O’Hanlon and Carol Graham, A HalfPenny
on the Federal Dollar The Future ofDevelopment Aid (Washington, D.C.: Brooldr”,

1997)-
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smaller share of its GDP to official aid than do other donors.
Unlike most other donors, this country provides a sum represent-
ing another ouo percent ofits GDP in non-ODA assistance (as shown
in table 6), making for a more respectable (ifstill low) total aid level
equivalent to about 0.2 percent ofits GDP.

Also, comparisons based solely on ODA ignore the feet that the
U.S. military makes unrivaled contributions to global political sta-
bility. That stability permits international commerce to flourish, ben-
efiting rich and poorer countries alike (see table 6). Looked at in
this way, the United States devotes about 4.0 percent ofits GDP
to foreign policy activities advancing common Western and inter-
national interests, while Japan devotes about 1.3 percent to such pur-
poses, NATO Europe 2.7 percent in aggn”ate, and several otherWestern
states an average of 2.4 percent. The United States also has fewer
barriers to imports than do most other donors, providing a type of
self-help opportunity that is more important than aid for middle-
income developing countries.

But these arguments notwithstanding, the feetthat U.S. aid con-
tinues to deteriorate is ofserious concern. For one thing, as a con-
sequence ofthese cuts the United States may lose influence in the
international financial institutions. Its generous development assis-
tance ofearlier decades, technical expertise in realms such as agri-
cultural research and femily planning, huge economy, and superpower
status have enabled it to shape the multilateral agenda in ways
consistent with U.S. interests. The president ofthe World Bank
is always an American. The World Bank and International Mon-
etary Fund are based in Washington, where they can be lobbied to
support U.S. interests on issues such as aid to Russia and the Mex-
ico bailout. And the United States’ substantial leverage in these insti-
tutions has helped us catalyze special efforts such as the West
Bank/Gaza and Bosnia development and reconstruction plans.
But the United States will not continue to enjoy all these prerog-
atives ifits aid budget keeps dropping. Other donors are telling us
as much.

The following discussion, oiganized conceptually to highlight tiie
different purposes ofU.S. international spending, identifies die poten-
tial for savings but also the need for more adequate resources ifU.S.
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Table 6. Overall Foreign Policy Spending as Percent of GDP (1995)
Canada, Australia,

NATO Europe New Zealand,
(excluding Greece  Sweden, Switzerland, Japan United States
and Turkey) and Austria

Official Development

Assistance 0-37 0-34 0.28 0.1
Other Aid-Related

Activities including

Peacekeeping (approximate) 0.075 0.025 0.01 01
Defense Spending 2.3 20 10 3-9
Total

ota 27 2.4 13 4.1

I"ntemati~al Peace Research Insti't\lflvte, SIPRI Yearbook (Oxford: Oxforr'cqlﬁlrﬁ\&}ér@?yv rte%sd%%?pmgs\&o 98”“*%‘%%?9 ona‘Hrﬂgt}tlu%g S%g‘r %ttra e%?clzr
Studies, T"e Mtlttuy Bahnce 1995-1996 (New York: Oxford University Press, 1995), p. 39; World Bank, World Development Report 1995 (New
York: Oxford University Press, 1995), p. 196. r X
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foreign policy activities are to help build a peaceful and prosperous
2ist century A

PROMOTING PEACE
Immediately relevant to our global leadership position are flex-

ible funds to support specific initiatives related to politics and con-
flict resolution. Economic support funds (ESF), unencumbered by
procedural obstacles or earmarking, are usually the best tool for such
purposes, although accounts such as foreign military finandng and
international military education and training (IMET) can also be
useful. Itwould be sensible to increase funding for these accounts
—the bulk ofwhich now is devoted to Egypt and Israel—by about
$600 million ayear to be able to help other countrieswhen circum-
stances require it."

That amount would be ample for responding to about two
unexpected major crises ayear, roughly the pace at which they are
arising. It would also be sufficient for several other initiatives
focused on building governmental and/or nongovernmental insti-
tutions in countries from Cuba to Rwanda to China to Haiti.

To be more specific, flexible bilateral funds can help the Rwan-
dan legal system get on its feet and try war criminals, induce Kur-
dish factions in Iraq to cooperate with each other and pay monitors
ofa cease-fire between them, give the Haitian government incen-

*This discussion uses categories similar to those ofthe Clinton administrations pro*
posed rewriting ofthe Foreign Assistance Act, a bill thatwas considered but turned down
by Congress in 1994. The categories of “promoting sustainable development” and “pro-
viding humanitarian relieP are aggregated here, but have the same meaning as in the Clin-
ton bill. As used here, the category of “advancing diplomacy” focuses only on U.S.
diplomacy and that of “promoting peace” focuses only on foreign assistance. Parts ofthe
Clinton administration's categories for advancing diplomacy and promoting peace are
treated here under another heading, “core U.N. functions, that includes peacekeeping as
well as the U.N. bureaucracy. The Task Force has no recommendations for major change
for the last two Clinton categories, “building democracy” and “promoting prosperity.

7 Alternatively, depending on need, some small fraction of that $600 million total
might instead be provided through an expansion ofthe IMETT program and the forei”™

military financii™ (FMF) program.
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tive to reform its economic system by promising it immediate bal-
ance-of-payments support, and help convince the government of
Burundi to broaden its ethnic representation by promising the
same.®

Although the United States will often be acting in concertwith
other outside parties in such settings, it needs the flexibility and rapid-
ity that bilateral aid can provide. That also can allow it to pursue
objectives of particular interest to the United States even ifother
countries do not enthusiastically support them.

Use offlexible funds like ESF does not require detailed project
proposals, lengthy contract bidding processes, or accomplishment
ofother time-consuming objectives. ESF funds are high-leverage
instmments ofdiplomacy that were once much greater in size and
should be somewhat larger toc%. They can make the difieience between
war and peace, chaos and stability, friendship and hostility.

ADVANCING U.S. DIPLOMACY

Althoughthe U.S. State Departmeintisin need offurther man-
agement reforms and streamlining, it also has a host of unmet
needs. The most pressing is to modernize information technol-
ogy in Washington and overseas. Doing so would better serve not
only State but ihe dozens ofother federal agencies co-located with
it overseas.

The necessary amounts of money are not small—"roughly $750
milhon—Dbut can be spread over a five-year time frame. An addi-
tional Sioo milhon ayear for 1998 and 1999 would facilitate restruc-
turing through such mechanisms as employee “buyouts” and early
retirements. These amounts represent a scaled-back alternative to
what the State Department itselfbelieves it requires. Butin light
ofthe country’s fiscal situation and the need to prioritize, it should
suffice for truly pressing needs.

“On the acute need for money for such purposes, see for example,Jim Hoagland, “The
Real Cash Scandal,” Washington Post, October 24,1996, p. A21.
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The requirement for added money may be temporary Consol-
idation within or between foreign policy agencies may eventually
allow savings ofa comparable magnitude that would permit State
and affiliated agencies to make do with their 1997 level ofresources.
But the need for adequate funding cannot wait.

Rationale for a Larger Budget

The Department of State is sorely in need ofsubstantial capital invest-
ments. Although budgets for facilities did go up considerably in die
1980s, the increments were devoted largely to establishing new
embassies and improving security at existing sites, and they did not
adequately address the realm ofinformation technology. At pres-
ent, about halfof State Department personnel do not have direct
access to modem computing and communications equipment.
About S200 million a year over five years is needed to redress this
situation. Some money can be found in existing budgets if State
makes information technology a higher priority. Butreal funding
increases ofroughly S150 million a year, for a five-year total of$750
million, do appear necessary. These added funds could be placed
in a special, protected account for capital investment and appropriated
on a “no year” basis that allows flexibility in how they are spent.

In addition, the State Department is not optimally structured for
the challenges oftoday's world, and some reorganization would be
sensible. A modest fond from which to provide compensation for
those affected by downsizing and consolidation would be desirable.
Roughly $100 million a year for the first two years would be ade-
quate for this purpose.

No other increases in State's budget appear necessary at diis time—
even though the department has calculated that it requires anoth-
er $1.5 billion for improvements in plant and equipment, and even
thougji its operating bur”~t has become strained. Reforms and reengi-
neering can be relied upon to take care ofthese other needs with-
out additional real resources.

To see why, consider State’'s normal operating budget (see fig-
ure 5). Even after factoring out security costs and expenditures on
overseas fridlities, it remains 50 percent, or S600 million ayear, greater
than the $1.2 billion level in 1980 (as expressed in 1997 dollars). And
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Figure 5. State Department Operating Costs
(not including security activities)

Source: U.S. Department of State.

Note: Projections are based on the presidents budget request for fiscal year 1997 and
assume proportionate cuts for all parts ofbudget function 153. Costs are shown in
terms of outlays.

proceeds fiom processing visas and passports now provide it anoth-
er S50 million a year with which to pay for operations.

Yetin order to meet budgetary constraints, a number ofconsulates
as well as several small embassies have regrettably been closed.
Shortened work hours are in effect at some posts, and other false
economies have been imposed due to a shortage of operating
money.

Why, given the increase in real fimding levels, is this so? Large-
ly because of increased costs and responsibilities. Roughly $50
million a year more is now needed due to a weakening ofthe U.S.
dollar, which makes operating overseas more expensive (although
the dollar gained appreciably in 1996, it is still significantly wei-
erthan 15 or 20 years ago). At least $ioo million more is needed to
operate about 20 new missions in the former Soviet republics and
former Yugoslavia as well as Albania and Vietham. A slightly
lesser sum is needed for increased workloads processing passports
and visas. (State also spends substantially more money than for-
merly supporting the overseas efforts ofother U.S. agencies. But
under management reforms now being put in place, it is expected
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to soon recoup that amount—about Sioo million ayear—in fuller
reimbursement for the services it provides.)®

Above and beyond these specific added costs, today’'s State
Department is expected to do more than it had to do in 1980.
U.S. trade and investment overseas have increased greatly. In addi-
tion to helping U.S. businesses, Americans traveling abroad, and a
constantly e~anding flow ofvisitors to the United States, diplo-
mats now are spending more time on the problems ofterrorism, pro-
liferation, and international crime. The 1980 real dollar level is thus
an imperfectbenchmark for today's needs, even after the above adjust-
ments are made.

Still, at this point State does not need more operating money so
much as a change in the way it does business. In keepingwith Vice
President Al Gore's 1995 directives, State and other foreign affairs
agencies should move to reduce duplication among policy and pro-
gram elements. For example, the reviews of redundancies in
humanitarian, environmental, and other functional areas that the
vice president ordered should be resurrected and pursued.*®

Reforms and Savings

Questions about consolidation of U.S. foreign affairs agencies are
important and worthy ofthoughtful debate. They are also within
the purview ofboth the president and Congress. They should be
addressed by the White House and Capitol Hill together—particular®
since the odds of obtaining adequate funding will be greatly
improved by reaching agreement on how best to structure the
executive branch for post-Cold War foreign policymaking.

One means ofaddressing the problem ofagency reform and con-
solidation could be the creation ofa commission to study the mat-
ter and make recommendations. The commission would be
appointed by the president and Congress and reportto both. Itwould
examine not only the Agency for International Development

’ See Congressional Budget Office, Reducing the Deficit: Spending and Revenue
Options (August 1996), pp. 193-4; General Accounting Office, State Department: Options
ibr Addressing Possible BudgetReductions, GAO/NSIAD-96-124 (August i996),pp. 1-91

Sec Press Release, Office of the Vice President, January 25,1995.



Background Materials

(AID), the Arms Control and Disarmament Agency (ACDA), the
U.S. Information Agency (USIA), and State but other agencies rel-
evant to U.S. foreign policy and matters of congressional jurisdic-
tion and organization as well.

A cautionary note for this future task force: potential savings fig-
ures appear to have been bandied about radier inexactly in the
consolidation debate so far and to have been exaggerated. Expe-
rience in the mergers and acqiusitions world and elsewhere suggests
that when two corporations with similar businesses merge, ~gre-
gate administrative costs tyjacalfy decline by rougjifyio percent (althou”
diere is admittedly-wide variance from case to case). Much ofState,
with an operating budget of $2 billion a year, does business unre-
lated to that of ACDA, AID, and USIA. These latter three agen-
des have combined operating expenses of nearly $1 billion a year.
Since their functions only partially overlap with State’s, itwould be
unrealistic to expect savings of10 percent of their aggregate bud-
gets. Rather than anticipate annual savings of$300 million, there-
fore, something in the range of $100 milUon to $200 million seems
more realistic-"though still undoubtedly difficult to achieve.

A number ofalternative structural models exist between whole-
sale consolidation and the status quo. Whichever might ultimate-
ly be recommended and adopted, steps can be taken now to
consolidate administrative support activities common to die foreign
affairs agencies. The elimination of duplicative foreign affairs
administrative functions was mandated by the vice president in 1995
and would be a logical follow-on to the recent creation of the
international cooperative administrative support system (ICASS)
overseas. In any event, and certainly as a precursor to administra-
tive merger. State should reengineer all ofits support elements as
itis now doing with its worldwide lo”stics system. This move would
permit the reallocation of some ofthe excessively large Washing-
ton overhead budgets to field operations.

Additional savings, although not necessarily to be found with-
in the international account, might also be achieved by restructur-
ing embassies and consulates abroad. The approach would consist
ofgiving each chiefofmission the authority to restructure his or her
mission by increasing certain types ofofficers and experts from var-
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ious agencies while decreasing others) generally with the added pro-
viso that net costs would have to go dovm. The downsides to this
option are its complexity and the unlikelihood that Congress will
endorse the idea ofgiving State Department employees power to
reduce other agencies’ personnel and budgets.

The changes that will be brought about ifthe Office of Man-
agement and Budget (OMB) ensures the strict implementation of
ICASS may also have the effect ofreducing overall U.S. govern-
ment expenditures overseas. When each agency is compelled to pay
its full share ofoverseas costs and to justify those costs to its respec-
tive appropriations subcommittees, overseas staffing may well
become leaner and expenditures more fiugalL

PROMOTING SUSTAINABLE DEVELOPMENT
AND PROVIDING REUEF

Trying to help POOrer countries improve their economies and the
well-being oftheir people is avast enterprise, concerning more dian
halfthe world's population and consuming almost halfthe dollars
the United States spends on international affairs. The Task Force
recommends a number ofsavings in this area but a net increase of
roughly $i billion in annual funding (not counting the recom-
mended increases in ESF funds). In effect, that increase would sim-
ply make up for about halfofthe ground lost since the early 1990s.

Requirements for Added Funding

In the last few years, two separate but related crises have developed
in U.S. funding for overseas development. First, overall resource
levels have dwindled; annual U.S. overseas development aid (ODA)
has declined fiorn a Cold War average ofaround $12 billion to about
$9 billion in 1997. (Much ofU.S. ODA is found in budget func-
tion 151, although 151 now also funds non-ODA aid to the former
Communist states. The history of151 spending is displayed in fig-
ure 6.) Since mostU.S. aid is disbursed through bilateral programs,
the largest effects ofthese cuts have been feltat AID and other U.S.
organizations. Second, specific U.S. financial obligations to mul-
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Figure 6. U.S. Development and Humanitarian Aid, Budget
Function 151 Outlays, 1962-97

Sources: Executive Office ofthe President, Historic TMes: Budget ofthe

United Stares Government for Piscal Year 1998 (February 1997), pp. 50-54; Larry
Nowels, “Foreign Operations for Appropriations for F'Y1997: Funding and Policy
Issues.” 96-455 F.

Notes: GDP deflators were used to put data into 1997 dollars. This table includes
development aid for the former Soviet republics as well as Central and Eastern
Europe, meaning that $1.2 billion in current spending does not go to developing
countries in the commonly understood sense ofthe word. Outlays for 151 will decline
to 15.5 billion in 2002, even as spending on former Communist states remains 1850
million.

tilateral institutions that this country did much to establish have been
shortchanged.

Development aid is important for a number ofreasons. First,
if used properly to support economic growth in countries with
sound policies, itcan ad’'s”*ce U.S. commercial interests. As noted
earlier, most ofdie growth in U.S. ejgxirts is now to developing coun-
tries, and most future growth will probably occur there aswell. Sec-
ond, it can serve Americans humanitarian interests, particularly as
regards the world's poorest and youngest inhabitants and those most
afflicted by conflict, natural disaster, or disease and hunger. Third,
it can offer hope and economic opportunity to individuals who oth-
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erwise mi“tbe attracted by extremistideolo”es and organizations—
die consequences ofwiiich can be viewed in places such as die Mid-
dle East and Bosnia. Fourth, it can improve the odds for long-term
global environmental sustainability by protecting soils, aquifers,
forests, and oceans and helping to keep global population growth
on a reasonable course.

Even without a full review of the effectiveness ofdevelopment
aid today, it appears safe to conclude that certain types ofaid are at
present insufficient. Table 7 shows evidence ofthe good that many
development programs have been able to help effect throughout the
world; more could be accomplished with adequate resources.® And
lest anyone be misled by the recent increases in private capital
flowing to developing countries, the poorest ofthem still depend
heavily on foreign assistance (see flgure 7). A prudent regard for their
citizens’ welfare would lead the United States to provide at least an
additional halfbillion dollars a year for these activities through bilat-
eral means.'”

Another requirement for more adequate development funding
is to pay fully U.S. shares ofcapital replenishments at the intema-
tioni financial institutions. Most notable in this group is the
International Development Association (IDA), which provides
support for the poorest ofthe world's countries. The United States
has in the recent past provided about 15 percent ofits development
aid through mulffiateral organizations, only about halfas much as
most donors; now, the United States is letting that figure drop
further.

Largely as a consequence ofour arrearages, during the Clinton
administration U.S. funding for poverty alleviation has declined more
severely than other major types offoreign ~d. An increase in bud-

“ See, for example, David Gordon, Catherine Gwin, and Steven Sinding, “What
Future for Aid?” Overseas Development Council and Henry Stimson Center, Washing-
ton, D.C., 1996.

“ SeeJames R Grant, The State ofthe Worlds Chi/dren 1994 (New York; Oxford Uni-
versity Press, 1993); World Bank, World Development Reportiggo, World Development
Report1991, and World DevelopmentReport1992 (New York; Oxford University Press,
1990,1991, and 1992), pp. 75-87,55-8, and 172-4, respectively; Congressional Budget Office,
Enhancing U.S. Security Through Forej™ Aid (April 1994), pp. 49'64-
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mOfficial Development Assutaoce
mNet Private Capital Flows
Figure 7. Recent Capital Flows to Developing Countries,

from all Sources (Shillion)

Sources: Organization for Economic Cooperation and Development, Development
Cooperarion 1995 (Paris: OECD, 1996), pp. A67, A96; World Bank, World Dc6f
Tables, vol. 1 (Washington, D.C.: World Bank, 1996), p.u.

Note: Aid figures are annual averages for the two-year period 1993-94, the most
recent for which data are available; private flows are for 1995.

get authority ofabout S700 million a year relative to riie 1997 level
would do much to solve this problem. It would allow the United
States to restore funding for the international financial institutions
to a level near the previous amount (requiring $500 million more
than in 1997) and also add $200 million annually to make good on
arrears over five years™ (In 1997, outlays are not as insufficient as
budget authority. But outlays will soon decline severely as well, unless
remedial action is taken.)

Keeping IDA in good financial condition makes sense on bur-
den-sharing grounds; for every $1 that the United States con-
tributes to it, other donors provide about $4. Also, the IDA,
although part ofthe broader U.N. system, is notwithin its core ele-
ments but is affiliated with the American-led World Bank and is
based in Washington. Its administration requires scrutiny but

An aigument could also be made for paying the arrearages more quickly, with corre-
sponding increases in the budget for 1998 and slightly lower budgets down foe road.
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Figure 8. World Population Projections, 2000—2100

(high and low estimates)

Source: United Nations, Long-Range World Population Projections (New York:
1994), p-4-

Note: Among other demographic assumptions, the estimates presume that lifetime
fertility rates per woman will eventually be 2.6 children (high estimate) or 1.6
children (low estimate) in countries that now have high population growth.

Figure 9. Change in Agricultural Land per Capita
(cumulative percentage change, 1961-1991

Source: Congressional Budget Office, “Assessing Threats to U.S. Security"
(unpublished paper, May 1995), based on CD-ROM data from the World Bank.
Note: Total agricultural area is the total ofunused arable land, permanent cropland,
and permanent meadows and pastureland. Data for each country are weighted by
the country’s share ofthe region’s population.
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should cause fewerworries than certain institutions linked more close-
ly to U.N. headquarters.

The stakes involved in these funding issues are potentially enor-
mous. For example, today's world population of nearly six billion
could double in the next century, placing huge strains on the envi-
ronment Or it could be limited—"throu*femih”planning, improved
child survival, and, in the longer term, more primary education for
both girls and boys as well as policies advancing economic growth—
to the much more modest increases suggested in figure 8. Even if
global population does not grow much, however, agricultural yields
per acre will need to keep increasing, since available fermland is lim-
ited and die oceans are already being fished near their majdmum sus-
tainable potential (see figure 9). Donor-supported agricultural
research can make a major difference in that regard as well.

Savings

In this areatoo, economies should be possible. For example. Title
| ofthe PL 480 food program should be eliminated, and Title 111
phased out once the Title | debts that it is intended to address are
liquidated. Potential annual savings would be about $250 million.**

In contrast to Title Il, Tide | is not used for disaster reliefbut
to dispose ofU.S. agricultural surpluses and to provide some ready
cash for recipient governments. Those governments receive the food,
which they sell in their home markets to generate additional bud-
getary resources (denominated in local currency).

Yet Tide | funds less than one percent ofU.S. food exports, so
it is much less critical for U.S. farmers than in the past. Even more
importandy, it can set back the development ofrecipient countries'
agricultural sectors and economies by depressing food prices and there-
by discouraging production. In the end, Tide I can work against
U.S. farmers because countries mired in poverty do not buy near-
ly as much U.S. food as the middle-income developing countries.

Savings could also come fiom rethinking vvhich countries should
receive aid. Although virtually any country should be provided human-

~ See also Congressional Budget Office, Reducing the Deddt: Spendingand Revenue
Options (August 1996), pp. 193-202.
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itarian reliefin a dire moment ofneed, only those with good eco-
nomic policies have arealistic chance ofusing economic aid to start
on the path ofsustainable growth. And only about halfofthe coun-
tries in the developing world now have such promising policies—
realistic currency exchange rates, low trade barriers, low inflation,
small budget deficits, minimal consumer and producer subsidies, and
well-functioning legal systems.

During the Cold War, the United States sometimes continued
to provide help to countries with poor economic policy fundamentals
because ofstrategic considerations. At this point, however, aid can
and should be much more selective. The bilateral funds at issue
may total $500 million or more and are found mostly in the devel-
opment assistance account. However, in light of the overall
decline in U.S. assistance that has already occurred over the last
few years, these funds should not be cut fi-om the aid budget Rather,
they should be redirected to countries with sound economic
frameworks that are able to make good use of increased aid.
Many oftiiem could benefit fix)ym more resources than they are now
receiving.

SUPPORTING CORE UNITED NATIONS FUNCTIONS

The U.N. Secretariat remains inefficient and probably overfunded
But U.S. arrears to the United Nations should be eliminated, and
most dues paid in full in the future.

The United States Should Pay Peacekeeping Dues On Time
andin Full

Althoughjustifications exist for pushing die United Nations to make
reforms and rethink peace operations, the newly formed U.S. habit
ofwithholding payments to itis in our view unwise behavior on the
part of the world s only superpower.*»

* See Michael O'Hanlon and Carol Graham, A HalfPenny on the Federal Dollar The
Future ofDevelopment Aid (Washington, D.C.: Brookings, 1997).

* For a similarview, see Shijuro Ogata and Paul Vblcker, Financingan Effective Unit-
ed Nations (New York; Ford Foundation, 1993).
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Even ifwe pay only 20 to 25 percent oftotal U.N. costs—in con-
trast to current assessments of 25 percent for regular activities and
about 30 percent for peacekeeping—and even ifthe Secretariat is
scaled back, U.S. p*ments need to increase. CXir arrearages for peace-
keeping together wth the regular U.N. budget total slighdy over
$1billion, according to the U.S. government. Thatamountincludes
roughly $700 milhon for peacekeeping dues, assuming a 25 percent
rate ofcontribution starting in fiscal year 1996. (Since the United
Nations has not yet recognized this reduced U.S. payment rate, it
considers our arrearages to be about $200 million higher.) The rest
is made up ofabout S350 million in dues to the United Nations and
affiliated agendes such as the Food and Agricultural Organization—
not counting contributions to groups like the Palestine Liberation
Orgamzation that the United States refuses to support as a matter
ofprindple (the United Nations’ number for our arrearages to the
Secretariat and affiliated organizations is $150 million higher). The
$1 billion in U.S. government-recognized arrearages should be
paid in fuU.*7

Although vigorous debate about peacekeeping policy is appro-
priate within this country, the United States has no excuse not to
pay dues—espedally since it could have prevented every single
U.N. mission with its Security Council veto. Meanwhile, Amer-
icans should remember not only the potential difficulties of U.N.
operations but the great promise they now offer, in an era no longer
constrained by the threat ofa Soviet Security Council veto, for man-
aging the world's conflict zones multilaterally.

To be sure, severe difficulties have been encountered \dth U.N.
missions in Somalia and Bosnia—mostly because of the inherent
complexities ofthose situations and poor dedsion malting by the
Security Coundl countries that set the policy fi-amework for the oper-
ations. Everything must be done to minimize the odds ofsimilar
problems in the future. But U.N. successes have been more com-
mon. They include, among others, the cases of Nicaragua, El

Or at least nearly in full; allowance might be made for some partial “credit” for the
mibtaiy supportwe suf*ly mai”~ U.N. peacekeeping missions, as recently suggested by Pres-
ident Reagan's U.N. ambassador, Jeanne Kirkpatrick.

[67]



Financing Americas Leadership

in millions of constant 1997 dollars

Figure lo. U.N. Regular Budget, 1960-2000

(projections based on U.N. budget plans)

Source: United Nations Information Center, “United Nations Regular Budget
Appropriations,” March 1996.

Note: These costs are for the U.N. Secretariat and for the basic administration of
various U.N. specialized agencies. The amounts shown are for 12-month periods.

Salvador, Cambodia, the (jolan Heists, Namibia, Eritrea, Mozam-
bique, and Angola. U.N. efforts can often offer the United States
a highly valuable choice between doing nothing and doing every-
thing itself.”"

Itis impossible to calculate the resources thatwill be needed for
peacekeeping in the future. Butin rough terms, our overall annu-
al contributions to the United Nations will probably have to increase
by S200 million relative to the 1997 level for perhaps five years in
order to pay arrearages for peacekeeping and the regular budget as
well as stay on course with future dues.

Savings

By pushing for further reductions in the U.N. Secretariat's staffas
well as in Ae administrative arms oftiie multilateral development
organizations and financial institutions, the United States might ulti-

* See George Soros, Chairman, IndependentTask Force, American National Inferesf-
and the United Nations (New York Council on Foreign Relations, 1996).
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mately save Sioo million in annual spending. Real fiincg for U.N.
administration in 2000 will remain twice as high as in 1970 (even
after “no growth budgets” will have cut real spending power rela-
tive to todays levels; see figure 10). Even allowing for some justi-
fiable increases in staffwork in areas such as peacel”eping and arms
control, and an increase in the number ofmember states ofrough-
ly 50 percent since 1970, the current budget seems excessive.** The
fiict that support staff outnumber professional staffby more than
two to one provides further evidence ofthe need for change.

SUMMARY AND CALL TO POUTICAL ACTION

In summary, these considerations together suggest that a net
increase of nearly $2 billion a year above and beyond the 1997
spending level is needed in the U.S. international discretionary
account. Overall spending should go up to about $21 billion in 1998
and gradually rise to about $23 billion by 2002. Budget authority
should be about $22 billion in 1998 and be adjusted for inflation there-
after as well.

For those who think it unrealistic to spare international programs
fix>m cuts at a time when domestic programs are experiencing
severe fiscal pressures, table 1 maybe worth reviewing. International
spending has already declined by about 15 percent, in real terms, this
decade, and under the presidents budget will be 26 percent lower
in real terms in 2002 than it w” in 1990. Domestic discretionary
spending, by contrast, has increased more than 20 percent this
decade; even factoring in the cuts now anticipated over the next few
years, in 2002 it will remain 12 percent greater than it was in 1990
(and roughly equal to its 1980 real level). Entitlement programs, for
their part, are growing by large percentages. There is no defensi-
ble basis for this disproportionate reduction in international aflfeirs
spen<fing given die ongoing challenges and opportunities ofthe glob-
al setting in which the United States finds itselftoday.

For asimilar opinion, seeJesse Helms, “Saving the U.N.,” Foreign AJfairs, vol. 75, no.
5 (September/October 1996), p. 5.
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The amount of increase proposed here constitutes only about
0.1 percent oftotal federal spending and less than 0.4 percent ofall
dis™taonary spending. Itwould still leave international outlays below
their 1990 level in the year 2002. Despite the push for fiscal bal-
ance, all other types offederal spending besides defense will go up
in real terms, under the president’s plan, over the 1990-2002
period.

Some may agree with these arguments but worry about the
domestic pohtical fallout firom actively supporting international
spending. Indeed, few elections are won by championing foreign
aid, and some may be lost thatway (although the evidence is far fiom
clear). But no poll suggests that Americans think spending one per-
cent ofthe federal budget on foreign assistance and diplomacy is
excessive. Some polls, such as those by Steven KuU at the Univer-
sity ofMaryland, suggest that Americans would support spending
significantly more than one percent on international assistance and
rted activities; others show that they would at a minimum like
to sustain the current level. Americans do tend to oppose present
foreign aid levels—but primarily because they believe them to be
at least 10 times higher than they actually are.

Who is to do the educating, the correcting of such mispercep-
tions, thatis probably the most important prerequisite for reestab-
lishing generi public support for overseas activities? The clear answer
is that it must be the president.

The president's opportunities and responsibilities in foreign
policy extend beyond ~e fact that he has the country's only true bully
pulpit. He also has predominant legal and constitutional powers
in this arena. The powers of Congress, by contrast, are rather lim-
ited. (Andwhatever one's views ofthe federal government's prop-
errole in domestic affeirs, itis the only institution legally competent
to conduct U.S. foreign policy.)

Altiiou” Congress has avery important role in international afeirs,
only the president is in the end really rewarded (or blamed) for U.S.
foreign policy. He is also the only official who, as commander in
chief of the country's military, has to make the most momentous
decisions about using armed force when our diplomatic and eco-
nomic tools offoreign policy fail. He is therefore the only person
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can ultimately be expected to accept primary responsibility for
this task.

In addition, as a practical budgetary matter Congress rarely adds
money to the presidents request for international funding. Whetiier
at the rhetorical, political, or budgetary level, this job is one that
the president must take on ifitis to get done.

In practical terms, he should do three things. First, he should
ask for adequate resources from Congress in his official budget request
for 1998 and beyond. Second, he should convene a meeting with
congressional leaders to discuss foreign affairs resources and to
hammer out abroad and enduring agreement. Third, he must take
the case for adequate funding to the people.

But others must be prepared to help him once he engages.
Without the active support and assistance of the congressional
leadership on both sides ofthe aisle, the issue will become partisan.
Atthat point, opponents offoreign aid and international spending
will probably gain the upper hand, given the publics misperceptions
about the cost ofthose activities and concerns about possible cuts
in domestic programs.

With united political leadership, however, Americans’ best qual-
ities can be tapped, in building the foundation for a safe and pros-
perous future for themsdves and otheis, and the countiy can be equipped
with the resources necessary for a 21st-century foreign policy that
serves those goals.

February12,199/

PRESIDENT BILL CUNTON, STATE OF THE UNION
ADDRESS EXCERPT, FEBRUARY 4,1997

To PREPARE America for the 21st century we must master the
forces ofchange in the world and keep American leadership strong
and sure for an uncharted time.

Fifty years ago, a farsighted Americaled in creating the institu-
tions that secured victory in the Cold War and built agrowing world
economy. As aresult, today more people than ever embrace our ideals
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and share our interests. Already, we have dismantled many ofthe
blocs and barriers that divided our parente’world. For die firsttime,
more people live under democracy than dictatorship, including
every nation in our own hemisphere, but one—and its day, too, will
come.

Now, we stand at another moment ofchange and choice—and
another time to be farsighted, to bring America 50 more years of
security and prosperity. In this endeavor, our first task is to help to
build, for the first time, an undivided, democratic Europe. When
Europe is stable, prosperous and at peace, America is more secure.

To that end, we must expand NATO by 1999, so that countries
that were once our adversaries can become our allies. At the spe-
cial NATO summit this summer, that is what we will begin to do.
We must strengthen NATOSs Partnership for Peace with non-
member allies. Andwe mustbuild astable partnership between NATO
and a democratic Russia. An expanded NATO is good for Amer-
ica. And a Europe inwhich all democracies define their future not
in terms ofvdiatdiey can do to each other, but in terms ofwhat they
can do together for the good of all—"that land of Europe is good
for America.

Second, America must look to the East no less than to die
West. Our security demands it. Americans fought three wars in
Asiain this century. Our prosperity requires it. More than two mil-
lion American jobs depend upon trade with Asia.

There, too, we are helping to shape an Asian Pacific communi-
ty ofcooperation, not conflict. Letour progress there not mask the
peril that remains. Together with South Korea, we must advance
peace talks with North Korea and bridge the Cold War's last divide.
And | call on Congress to fund our share ofthe agreement under
w”ch North Korea must continue to fiteze and then dismande its
nuclear weapons program.

We must pursue a deeper dialogue with China—for the sake of
our interests and our ideals. An isolated China is notgood for Amer-
ica. A Chinaplayingitsproperrole intheworldis. 1 willgo to China,
and | have invited Chinas president to come here, not because we
agree on everything, butbecause engaging China is the bestway to
work on our common challenges like ending nuclear testing, and
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to deal frankly with our fundamental differences like human r*hts.

The American people must prosper in the global economy.
WeVe worked hard to tear down trade barriers abroad so that we
can create good jobs at home. | am proud to say that today, Amer-
ica is once again the most competitive nation and the number one
exporter in the world.

Now we must act to expand our exports, especially to Asia and
Latin America—"wo ofthe fastest growing regions on Earth—or
be leftbehind as these emerging economies forge new ties with other
nations. That is why we need the authority now to conclude new
trade agreements that open markets to our goods and services even
as we preserve our values.

We need not shrink from the challenge ofthe global economy.
Afterall, we have the bestworkers and the best products. Inatruly
open market, we can out-compete anyone, anywhere on Earth.

But this is about more than economics. By expanding trade, we
can advance ftie cause offreedom and democracy around the world.
There is no better example ofthis truth than Latin America, where
democracy and open markets are on the march together. That is
why I vrill visit there in the spring to reinforce our important tie.

We should all be proud that America led the effort to rescue our
neighbor, Mexico, from its economic crises. And we should all be
proud that last month Mexico repaid the United States—"three full
years ahead of schedule—"with halfa billion dollar profit to us.

America must continue to be an unrelenting force for peace—
from the Middle East to Haiti, fiom Northern Ireland to Africa.
Taking reasonable risks for peace keeps us fiom being drawn into
far more costly conflicts later.

With American leadership, the lolling has stopped in Bosnia- Now
the habits ofpeace musttake hold. The new NATO force will allow
reconstruction and reconciliation to accelerate. Tonight, | ask
Congress to continue its strong support for our troops. They are
doing aremarkable job there for America, and America must do ri”™t
by them.

Fifth, we must move strongly against new threats to our secu-
rity. Inthe past four years, we agreed to ban—we led the way to a
worldwide agreement to ban nuclear testing. With Russia, we
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dramatically cut nuclear arsenals and we stopped targeting each othei®s
citizens. We are acting to prevent nuclear materials fix)m felling into
the wrong hands and to rid the world of land mines. We are
working with other nations with renewed intensity to fight drug traf-
fickers and to stop tenorists befiwe they act, and hold diem fulfy account-
able ifthey do.

Now, we must rise to a new test ofleadership: ratifying the Chem-
ical Weapons Convention. (Applause.) Make no mistake aboutit,
it will make our troops safer fiom chemical attack; itwill help us
to fight terrorism. We have no more important obligations—
especially in the wake ofwhat we now know about the GulfWar.
This treaty has been bipartisan from the beginning—supported by
Republican and Democratic administrations and Republican and
Democratic members ofCongress—and already approved by 68 nations.

But ifwe do not act by April the 29th—"when this Convention
goes into force, with or without us—we will lose die chance to have
Americans leading and enforcing this efiorL Togetherwe must make
die Chemical Weapons Convention law, so that at last we can
begin to outlaw poison gas from the Earth.

Finally, we must have the tools to meet all these challenges. We
must maintain a strong and ready military. We must increase
funding for weapons modernization by the year 2000, and we must
take good care of our men and women in uniform. They are the
worlds finest.

We must also renew our commitment to America’s diplomacy,
and pay our debts and dues to international financial institutions like
the World Bank, and to a reforming United Nations. (Applause.)
Every dollarwe devote to preventing conflicts, to promoting democ-
racy, to stopping the spread ofdisease and starvation, brings a sure
return in security and savings. Yetinternational afi” spending tod”
isjust one percent ofthe federal budget—a small fraction ofwhat
America invested in diplomacy to choose leadership over escapism
at the start ofthe Cold War. IfAmerica is to continue to lead the
world, we here who lead America simply must find the will to pay
our way.

A feisighted America moved the world to a better place over these
last 50 years. And so it can be for another 50 years. But a short-
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sigjited Americawill soon find its words Ming on deafears all around
the world.

Almost exactly 50 years ago, in the first winter ofthe Cold War,
President Truman stood before a Republican Congress and called
upon our country to meet its responsibilities ofleadership. Thiswas
his warning—he s”d, “Ifwe falter, we may endanger the peace of
the world, and we shall surely endanger the welfare ofthis nation.”
That Congress, led by Republicans like Senator Arthur Vanden-
berg, answered President Trumans call. Together, they made the
commitments that strengthened our country for 50 years.

Now let us do the same. Letus do what it takes to remain the
indispensable nation—to keg> America strong, secure and prosperous
for another 50 years.

EXCERPTS FROM THE HSCAL1998
PRESIDENTIAL BUDGET PROPOSAL

9. Supporting America’s Global Leadership

The challenge before usplainlyis two-fold—fo seize the
opportunities for more people to enjoypeace and freedom,
securi”~andprosperity, and to move strongly and swifdy against
the dangers that change has produced.

President Clinton
September 24,1996

This budget fully supports America’s global leadership and
advances our national goals—"protecting our vital strategic interests
and expanding the reach of democratic governance, ensuring our
influence in the international community, promoting sustainable devel-
opment and the expansion offree markets and American exports,
and responding to new international problems and humanitarian
emergencies that can undermine our security.
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Table 9-1. INTERNATIONAL DISCRETIONARY PROGRAMS
(Budget authority, $ millions)

1993 1997
Actual Estimate'

International development and

humanitarian assistance ............... 8,900 6,644
International security assistance ... 6,148 5,928
Conduct offoreign affairs................. 4,300 3,890
Foreign information and

exchange activities.........ccoccecevenne. 1,247 1,098
International financial programs ___ 12,662 549
IMF programs  ......ccccccoeveveiieeveiieeinens (12,063)
Total, International discretionaxy

Programs.........ccccccoevevererevnrererenans 33»257 18409
Total, excluding IMF programs .. 21494 18409

NA = Not applicable.

1998
Proposed

7,712

5,959
4,164

1,087

4,052
(3,521)

22,974
19453

2002
Proposed

6,978
6,041
4,026

1,070
647

18,762
18,762

Percent
Change:

1993 to
1997

-25%
-4%
-10%

-12%
-96%
NA

-46%
-15%

Percent
Change:

1997 to
2002

+5%
+2%
+3%

-3%
+18%
NA

+4%
+4%

‘Consistent with changes in the 1996 Farm Bill, the P.L. 480 Title | direct credit program has been reclassified from International Affairs programs

to Agriculture programs starting in 1996.
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Protecting Americas  stra”\;ic interests remains a timeless goal
ofour diplomacy. Aswe move toward the 2ist Century, we have a
great opportunity to expand the scope ofdemocracy, further ensur-
ing that our interests remain unthieatened. Facing the dilemmas
of peacekeeping, regional crises, and economic change, the inter-
national community needs the United States as a leader and a full
partner, meeting its international commitments. Advancing U.S.
interests in a global economy brings expanded missions to our
diplomacy and trade strategy. A less-orderlyworld also creates new
challenges to our security—from regional and ethnic conflicts, the
proliferation ofweapons ofmass destruction, international terror-
ism and crime, narcotics, and environmental degradation.

With such abroad agenda for leadership, America must notwidi-
draw into isolationism and protectionism or fail to provide the
resources required to carry out this mission. The budget proposes
$19.5 billion for ongoing international affairs programs. While
this request is seven percent above the 1997 level, it constitutes
only slightly over one percent ofthe budget and 0.25 percent ofGross
Domestic Product.

PROTECTING AMERICAN SECURITY AND
PROMOTING DEMOCRACY

The first goal ofAmerica’s international strategy must be to pro-
mote and protect our interests in regions that historically have
been critical to our security. The Administration's record is encour-
aging. Through skilled diplomacy, the judicious use ofmilitary force,
and carefully targeted bilateral and multilateral economic assis-
tance, the United States has advanced the peace process in Europe
and the Middle East, reducing threats to our interests in these key
regions. Through diplomatic leadership, economic assistance, and
trade negotiations, we have maintained our leadership in Asia.
Our goals are to secure these achievements, advance the peace
process, and deepen regional cooperation in the future.

Perhaps the most serious national security threat facing the
Nation today hinges on die course ofevents over the next fewyears
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in the New Independent States (NIS) ofthe former Soviet Union.
We have made substantial progress in helping encourage the emer-
gence offree markets and democracy in the NIS. In particular, our
relations vvdth Russia are strong. The United States has provided
unwavering support for the emeigence ofdemocracy in Russia, lead-
ing this past year to the first free presidential reelection in Russian
history Some other NIS countries are progressing more slowdy toward
democracy and free markets, but overall regional progress has been
remarkable.

Nevertheless, the June 1996 Russian elections represent not only
a success but a vraming—the latter embodied in the large vote for
President Yeltsins opposition, an opposition that derived its strer®;th
from Russia’s severe economic distress. The Administration believes
it is absolutely critical, at this turning point, to demonstrate our
continuing support for democratic reform and fi”* markets in Rus-
sia and throughout the NIS; the ultimate success ofthis process is
vital to our national security. Moreover, we mustbegin to shape our
assistance program in ways that support the mature ttade and invest-
mentrelationship that is starting to emerge between the United States
and the countries indiis r*on. Thus, the budget proposes $900 mil-
lion for NIS funding, a 44-percent increase over 1997. The increase
includes a Partnership for Freedom initiative, designed to initiate a
new phase ofU.S. engagementwith NIS countries focused on trade
and investment, long-term cooperative activities, and partnerships.

The region at the heart of the Cold War conflict—Central
Europe—"has made enormous progress toward institutionalizing free
markets and democracy. Itis no longer a threat to American and
European security; it is starting to be a partner in the transatlantic
commumty. The economies ofthe Northern tier countries, such
as Poland, the Czech Republic, and Hungary, are largely free and
privatized; they are moving fix>m direct assistance, which soon they
will no longer require, to significant economic integration with the
United States and Western Europe. At the same time, countries
in this region are reshaping their security relationships with the West
as they move toward potential membership in NATO.

Central European countries in the Southern tier also have made
great progress. U.S. leadership has been critical in ending the
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bloody hostilities in Bosnia, establishing new governments throu”
free elections, and beginning economic reconstruction. The pace
ofreconciliation and recovery remans gradual, and the need for con-
tinued American leadership is great The other countries in the south-
ern part ofthis region also look to the United States to remain committed
to their struggle to create democratic governments and free, open
markets.

The budget proposes to increase funding for economic assistance
in Central Europe to $492 million—including the final 1200 mil-
lion installment on the U.S. commitment to Bosnian reconstruc-
tion. While programs for the Northern tier are phasing down, we
must continue to supportimplementation ofthe Daj”n P~ce Acrords
and to sus”™n the emergence offree maricet democracies in the South-
ern tier. In addition, the budget seeks to increase support for for-
eign military financing for the countries ofCentral and Eakem Eurc”
through the President's Partnership for Peace initiative, which vw™
fedlitate thar efforts to meet the conditions for membership in NATO.

Our strategic interest in peace in the Middle East is as strong
as ever. The peace process has achieved much already. The need
for reconciliation remains urgent, and America continues to play a
leadership role in the effort to craft a durable, comprehensive
regional peace. The budget proposes S5.3 billion for military financ-
ing grants and economic support to sustain the Middle East peace
process. The proposed increase ofnearly lioo million includes $52.5
million for an initial U.S. contribution for the Bank for Econom-
ic Cooperation and Development in the Middle East and North
Africa, which will play a key role in promoting regional economic
integration. The budget also provides additional security assistance
toJordan, recognmng that country’s needs and its important con-
tribution to the peace process.

The rest of our economic and security assistance programs are
designed to support peace and democracy in countries and regions
where our leadership has helped those processes emerge: consoli-
dating democratic gains in Haiti; supporting reconciliation and
peace in Guatemala and Cambodia; and strengthening the capac-
ity of African governments to provide regional peacekeeping on that
troubled continent.
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ENSURING AMERICA’S LEADERSHIP
IN THE INTERNATIONAL COMMUIVTIY

Following World War 11, the United States assumed a unique
leadership role in building international institutions to bring the world's
nations together to meet mutual security and economic needs. It
took an alliance to win the war, and it clearlywould take an allianrp
to ensure the peace. We sponsored and provided significant fund-
ing for the United Nations, the International Monetary Fund, and
die World Bank, along with specialized and regional security and
financial institutions that became the foundation of international
cooperation during the Cold War.

To ensure financial stability for this international community, the
members ofmany ofthese oiganizations entered into treaties or sim-
ilar instruments committing them to pay shares (or “assessments”)
ofthe organizations' budgets. Congress ratified these agreements,
making them bincfing on us. For international financial institutions,
like the World Bank and its regional partners, the United States has
made firm commitments to regular replenishments, subject to the
congressional authorization and appropriations processes.

Now, Americas leadership in this international institutional
network is threatened. In recent years. Congress has not fully
appropriated the funds needed to meetthe treaty-bound assessments
ofinternational oiganizations or our commitments to die multilateral
banks. Asaresult, U.S. arrears now total over $i billion to the Unit-
ed Nations and other organizations, much ofit for peacekeeping oper-
ations, and over $850 million to financial institutions. Congress has
raised some legitimate concerns about how these organizations
operate, but America’s failure to meet its obligations has undercut
our efforts to achieve reforms on which the Administration and Con-
gress agree. Today, our ability to lead, especially in the process of
institutional reform, is being seriously undermined.

The Administration believes that we must end the stalemate this
year—and diatwe can do so consistent vtith our goal ofinstitutional
reform. Widi new leadership in the United Nations, we have aunique
opportunity. The budget proposes to fully fund the 1998 assessments
for die United Nations, afiiliated organizations, and peacekeeping,
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and to pay $100 million ofour arrears. It also seeks a one-time, $921
million advance appropriation for the balance of U.N. and relat-
ed organization arrears, to become available in 1999. The release of
these appropriated arrears would depend on the adoption of a
series ofreforms in the coming year, specific to each organization,
that should reduce the annual amount that we must pay these
organizations, starting with their next biennial budgets. These
reforms would include a reduction in the U.S. share of organiza-
tional budgets, management reforms yielding lower organization-
al budgets, and the elimination of, or U.S. withdrawal from,
low-priority programs and organizations.

The Administration wants to work closely with Congress to
shape this package, lowering out-year funding requirements -wdiile main-
taining strong U.S. leaderehip in organizations and programs impor-
tant to our national interests. Enacting the advance appropriation
is an essential step in achieving these objectives. Itwould show that
we recognize our legal obligations and are determined to maintain
the sanctity ofour treaty commitmente aswe press for changes in the
organizations. Itwould give us the leverage to mobilize support fiom
other nations for the reforms we seek and for the lowering ofour future
assessments. Failure to arrive at an agreed-upon solution this year
will put U.S. international leadership at risk in the next century.

We are equally committed to restoring our leadership in, and reform-
ing, the multilateral development banks (MDBs). Our commit-
ments to them represent America’s full-faith pledge. Moreover, the
MDBs already have undertaken significant reforms in response to
Administration and congressional concerns, including cuts in
administrative expenses. The budget would eliminate our arrears
over the next three years while meeting ongoing commitments
thatwere negotiated down by 40 percent fiom previous funding agree-
ments. The budget also includes funds to eliminate all arrears to
the World Bank's International Development Association affiliate
that lends to the world's poorest countries, many ofthem in Africa.
Future budgets would seek to eliminate all ofthe arrears, while con-
tinuing our success in lowering the level offuture U.S. commitments.

Our leadership in international institutions also has been criti-
cal in preventing international financial crises. As the Mexican peso
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crisis demonstrated, the increased interdependence of our tradii®
and monetary systems means that a monetary crisis in any major
trading nation affects all nations. Consequently, the G-io nations
and a number ofother current and emerging economic powers have
negotiated the New Arrangements to Borrow (NAB), in order to
provide a credit line for the International Monetary Fund (IMF)
in cases when a monetary crises in any country could threaten the
stability ofthe international monetary ~tem. The budget proposes
aone-time appropriation of$3.5 billion in budget authority for the
U.S. share, but it will not count as an outlay or increase the deficit,
the United Stateswill receive an increase in its international reserve
assets that corresponds to any transfer to the IMF under the NAB.

PROMOTING AN OPEN TRADING SYSTEM

The Administration remains committed to opening global mar-
kets and integrating the global economic system, which has become
a]/fy element ofcontinuing economic prosperity here athome. Achiev-
ing this goal is increasingly central to our global diplomatic activ-
ities. We are helping to lay the groundwork for sustained,
non-inflationary growth into the next century by implementing the
North American Free Trade Agreement and the multilateral trade
~jreements concluded during the Uruguay Round. We are conducting
avigorous follow-up to ensure that we receive the full benefit ofthese
agreements. Attiie December 1996 World Trade Organization min-
isterial meeting in Singapore, for example, negotiators reached
agreement on lowering many ofthe remaining barriers to trade in
information technology, whichwill significantly benefit U.S. firms
and woricers. We are finalizing our anti-dumping and countervailing
duty regulations, which implement commitments made in the
Uruguay Round.

To promote other; mutual™boiefidal trade idaticxiships, the Admin-
istration vsdll propose legislation for “fest-track” authority to nego-
tiate greater trade liberalization.” It also will propose to extend tiie

‘ Fast track is a procedure designed to acpedite congressional approval of trade agree-
ments between the United States and other nations.
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authorization ofthe Generalized System ofPreferences for devel-
oping countries beyond its current expiration date ofMay 31,1997
and to give the eligible countries ofthe Caribbean Basin Initiative
expanded trade benefits.

We are more closely integrating the Governments trade promotion
activities through the Trade Promotion Coordinating Committee
(TPCC), creating a synergy among agency trade programs that will
significantly improve American business’ ability to vm. contracts over-
seas, and creating export-related jobs at home. The budget puts a
hig” priority on programs that help U.S. eqx)rters meet foreign com-
petition, and TPCC agencies are developing rigorous performance
measures to help ensure that programs in tfiis area are effective.

As discussed earlier in this chapter, U.S. assistance is important
in encouraging the emergence of free market economies in Cen-
tral Europe and the NIS, where our programs increasingly focus on
facilitating a mature trade and investment relationship witii tiie Unit-
ed States.

Over time, our bilateral development assistance, provided through
the U.S. Agency for International Development (USAID), likewise
promotes the emergence ofgrowing market economies in developing
countries by supporting market-fiiendly policies and key institutions.
Ex:onomic growtii and market-oriented policy reforms in the devel-
opingworld create growing demand for U.S. goods and services as
well as investment opportunities for U.S. businesses. On a larger
scale, the multilateral development banks also promote economic
growth and increased demand for our exports. The budget proposes
that our bilateral development assistance and contributions to the
multilateral development banks grow by 25 percent—from S2.6
billion to $3.3 billion.

Three smaller agencies provide U.S. Government financial sup-
port for American exports. The Export-Import Bank is a princi-
pal source ofexport assistance, offering loans, loan guarantees, and
insurance for exports, primarily ofcapital goods. To assure that its
programs operate as economically as possible, the Bank is consid-
ering raising some fees, thereby lowering net spending in 1998
while maintaining a strong overall level ofexport support. The Over-
seas Private Investment Corporation (OPIC) provides political
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risk insurance for, and finances, U.S. investment in developing
countries, leading to greater U.S. exports. The budget proposes to
maintain 1998 OPIC funding close to the 1997 level The Trade and
Development Agency (TDA) makes grants for feasibility studies
of capital projects abroad; subsequent implementation of these
project can generate exports ofU.S. goods and services. The bud-
get increases funding for TDA over the 1997 level. With the new
emphasis on trade and investment in the NIS, the Export-Import
Bank, OPIC, and TDA may well become important channels for
further funding directed at this region.

Alongwith the Governments financial support for U.S. e?gx)rts,
the Commerce Department's International Trade Administration
(ITA) promotes U.S. trade through its network of Export Assis-
tance Centers and overseas offices. These centers and ofl&ces pro-
vide export counseling to the American sector. The budget proposes
a slight increase for ITA compared to 1997.

LEADING THE RESPONSE TO NEW INTERNATIONAL CPIALLENGES

Another fundamental goal of our international leadership, and
an increasing focus of our diplomacy, is meeting the new transna-
tional threats to U.S. and global security—the proliferation of
weapons ofmass destruction, drug trafficking and die spread ofcrime
and terrorism on an international scale, unrestrained population growth,
and environmental degradation. We also must sustain our leader-
ship in meeting the continuing challenge ofrefugee flows and nat-
ural and human-made disasters.

In 1997, Administration will seek Senate ratification ofthe
Comprehensive Test Ban Treaty and the Chemical Weapons Con-
vention, both critical to our long-term security and to preventing
the spread ofweapons of mass destruction. The budget supports
the implementation ofthese agreements. U.S. diplomacy and law
enforcement activities are playing a key role in preventing the
spread of such weapons to outlaw states such as Libya, Iraq, Iran,
Syria, and North Korea. The Defense Department's Nunn-Lugar
program and the State Department's Nonproliferation and Disar-
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mament Fund help support these efforts. (For more information
on foe Nunn-Lugar program, see Chapterlo.) In addition, U.S. sup-
port for such organizations as foe International Atomic Energy Agency
and the Korean Peninsula Energy Development Organization is
critical to meeting our non-proliferation goals.

U.S. bilateral assistance programs are also critical to tackling other
important transnational problems. Our international counter-nar-
cotics efforts are making real progress in drug-producing countries.
After several years ofdeeply cutting foe Administratiorfe budget requests
for counter-narcotics purposes, Congress provided foe full request-
ed amount for 1997, permitting foe United States to intensify its efforts
to curb cocaine production in foe Andean countries by ofering grow-
ers attractive economic alternatives. The budget proposes $230 mil-
lion for the State Departments narcotics and anti-crime programs,
eight percent more than in 1997, with most ofthe increase focussed
on programs in Peru.

In addition, USAID developmentassistance and U.S. contributions
to international efforts, such as the Global Environment Facility,
support large and successful programs to improve the environ-
ment and reduce population growth. The United States is foe rec-
ogruzed world leader in promoting safe and effective family planning
projects.

Disasters, humanitarian crises, and refugee flows are certain to
remain central challenges to our leadership. The budget continues
our historically strong commitment to refugee and disaster relief,
proposing $1.7 billion, -which sustfois foese programs at foe 1997
This assistance, which reflects foe humanitarian spirit ofall Amer-

icans, has long enjoyed bipartisan support.

CONDUCTING FOREIGN AFFAIRS

An effective American diplomacy is the critical foundation for
meeting our foreign policy goals. The budget supports a strong U.S.

presence at over 250 embassies and other posts overseas, promot-
ing U.S. interests abroad and protecting and serving Americans by
providing consular services. These activities include the basic work
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ofdiplomag"—the reporting, analysis, and negotiations that often
go unnoticed but that allow us to anticipate and prevent threats to
our national security as well as discover new opportunities to pro-
mote American interests. The budget proposes $2.7 billion for the
State Department to maintain its worldwide operations, modern-
ize its information technology and communications systems, and
accommodate security and fecility requirements at posts abroad.

The budget also proposes two signiticant innovations in Stiite
Department management.

« One would make about S600 million in immigration, passport,
and other fees, which now go to the Treasury Department,
available to finance State Department operations directly.
Improvements in how tliese State Department operations per-
form will, thus, be directly linked to the receipts they generate.

» The other innovation restructures the management ofthe diplo-
matic platform to support the overseas activities of other Fed-
eral agencies. This reform recognizes the magnitude of die
State Departments overseas administrative workload, the need
to carry it out effidentiy, and die need to allocate die costs ofover-
seas support fairly among agendes. With approval ofthe Pres-
ident's Management Council, the various agendes represented
abroad have designed a new overseas administrative arrangement—
the International Cooperative Administrative Support Services
program. The Adnimistrationwill propose to fund this riewariai™
ment in a budget amendment that it will send to Congress
shortly after transmitting the budget.

13. International Ati&irs

The International Affairs function, for which the Adminis-
tration proposes $23 billion for 1998, encompasses a wide range of
activities that advance American interests through diplomacy, for-
eign assistance, support for American exports, and the activities of
international organizations. Certain tax provisions also support Amer-
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Table 13-1. FEDERAL RESOURCES IN SUPPORT OF INTERNATIONAL AFFAIRS
(In millions of dollars)

Function 150 1996 Estimate
Actual
1997 1998 1999 2000 2001 2002
Spending;
Discretionary Budget
Authority.......ccoeeinien, 18,122 18,109 22974 20,079 19,095 18,811 18,762
Mandatory Outlays:
Existing law.........ccccoeenen. -4,840 4744 4433 -3.963 -3.839 -3.655 -3487
Proposed legislation.......... 37
Credit Activity:
Direct loan disbursements .. 1,674 2450 1,900 2,191 2462 2,013 2023
Guaranteed loans ................. 8,418 12,692 12,059 13.093 13.736 13,702 14,000
I'ax Expenditures:
Existing law..........ccccoevennnee. 6,520 6,980 7.565 8,165 8.790 9.445 10,125

Proposed legislation.............. 10 -820 -1,408 -1,484 -1.674 1773
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ican business. The conduct offoreign relations is inherently a gov-
ernmental function, which ejg*”*ns the need for sustained Government
activity and budgetary support.

DIPLOMACY

The State Department and its overseas operations are at the heart
ofinternational affairs activities and programs, and they consume
$2.7 billion, or 14 percent, ofthe resources. These funds finance the
salaries and related operating expenses ofthe Foreign Service and
other Department personnel, and the costs ofoverseas facilities. The
Department carries out foreign policy planning and oversi”tin Wash-
ington, conducts diplomacy, and represents the United States at over
250 overseas embassies and other posts. Overseas posts also pro-
vide administrative support to about 25 other Federal departments
and agencies.

The major achievement of American diplomacy over the past half
century was creating and sustaining the alliances, notably NATO,
that successfully countered the Soviet bloc's threat to world secu-
rity. More recently, diplomatic objectives include establishing
viable democracies in formerly totalitarian countries such as in
Eastern Europe and die former Scwiet Union, curbing regional insta-
bility in areas ofimportance to U.S. security such as Bosnia, pro-
moting die American economy through trade negotiations and the
support of U.S. businesses, and addressing transnational issues
such as the environment through multilateral and bilateral nego-
tiations. American diplomacy also has been critical over the past
20 years in promoting peace and reconciliation in the Middle East
Finally, the Department has the continuing responsibility to pro-
tect and assist U.S. citizens abroad.

FOREIGN ASSISTANCE

The largest single part ofinternational affairs spending—3$13.7
billion, or 74 percent ofthe total—goes for a wide variety ofover-
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seas assistance programs traditionally categorized as security assis-
tance, development aid, and humanitarian assistance.

Securi” Assistance: International Security Assistance comes
mainly dtroug” the Foreign Military Finandng program (FMF, wdiich
die State Department oversees and the Defense Security Assistance
Agency manages) and the Economic Support Fund (ESF, which
State oversees and the U.S. Agency for International Development
manages). Over the past 50 years, security aid helped support the
iralitary establishments offriend” countries, mainfy around the perime-
ter ofthe Soviet Union, and helped ease die economic strain oftheir
defense forces. On the whole, these countries played a critical role
in containing the Soviet Union.

The FMF program finances the transfer of military goods and
services to eligible countries, using grant fimds and a small loan pro-
gram. The ESF program provides only grant funding. Currendy,
these two programs devote an overwhelming share oftheir resources
to supporting die Middle East peace process. Foranumber ofyears,
over $5 billion a year has gone for this purpose. This funding
demonstrates strong U.S. support for the actions that regional
leaders are taking to advance the peace process. Most of the
remaining funds support the transition of Eastern European coun-
triesto NATO membership, the establishment ofdemocracy in coun-
tries such as Angola, Cambodia and Hriti, and the training of
foreign military personnel, primarily from developing countries.

DevelopmentAssistance: Development assistance is carried out
through a range ofprograms:

* The Treasury Department manages contributions to multilat-
eral development banks. A major portion ofthem support the
World Bank group ofinstitutions, which make development loans
bodi at near-market rates and on highly-concessional terms, and
which provide financing and investment insurance for private sec-
tor activity in the developing world. Contributions also go to
four regional development banks for Afiica, Asia, Europe (lend-
ing to Eastern Europe and the New Independent States ofthe
former Soviet Union), and Latin America. All but the Euro-
pean bank have concessional loan programs. Two special pro-
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grams also receive U.S. contributions: the Global Environment
Facility, which supports environmental activities related to devel-
opment projects; and the North American Development Bank,
which was established in conjunction with tire North American
Free Trade Agreement and which supports environmental pro-
jects along the U.S.-Mexican border.

« TTie bilateral development assistance programs of the U.S.
Agency for International Development (USAID) target five
sectors: broad-based economic growtii, population (forwhich die
United States is tiie leading donor worldwide), health, the envi-
ronment, and democracy building. In recent years, USAID
has significantly restructured its program to focus on countries
most likely to adopt economic reforms, in order to encourage fite
markets along with improvements in democratic governance.
USAID has developed performance measures to help italloate
resources, and has made major internal management reformsto
improve its effectiveness and cut costs.

« State, USAID, and other agencies (the U.S. Information Agency,
Export-Import Bank, Peace Corps, and Overseas Private Invest-
ment Corporation) also carry out grant and lending programs
similar to development assistance to support the transition to fiee
maricet democracy in Central Europe and the New Independent
States.

Encouraging economic development has proved a difficulttask,
requiring far more time for success than policymakers assumed in
the early 1960s when they initiated many ofthe current programs.
Nevertheless, a number of developing countries have shifted fiom
granG and highly concessional loans to near-market rate loans, and
a few countries have graduated fi'om the ranks offoreign assistance
recipients. Some early recipients of U.S. bilateral assistance in
East Asia are now among tiie world s most dynamic economies, and
the major Latin American countries no longer require large-scale
grant aid.

Humanitarian As“tance: Humanitarian assistance programsalso
encompass various activities:
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*« USAID manages two food aid programs under Public Law
480, firstenacted in 1954* The agency makes humanitarian food
donations, underTitle 11 ofthe law, through U.S. voluntary agen-
cies and the United Nations World Food Program, and direct-
ly to foreign governments. Depending on the circumstances each
year, about halfofthis program goes to disaster relief-"th recent
large donations in such areas as central Afi“ca and Bosnia—and
half to longer-term development projects. Under Title IlI,
USAID provides food to governments that sell it, then use the
proceeds to carry out agricultural reforms.

+ State and USAID also manage funds for refugee support and dis-
aster assistance. State manages humanitarian refugee relief
funding—mainly grants to international agencies such as the Unit-
ed Nations High Commissioner for Refugees and the Interna-
tional Committee of the Red Cross. USAID manages the
Office ofForeign Disaster Assistance, which provides grants to
deal with natural and human disasters overseas. In a crisis,
these two programs and Title Il of Public Law 480 are closely

coordinated.

The United States continues to lead the world in responding to
humanitarian crises, due to Americans’ support for such assistance
and U.S. voluntary agencies’ unequaled capacity to implement
reliefprograms quickly and effectively. This humane concern and
excellent program delivery has, over the years, countered world
food shortages, alleviated the impact of major droughts in partic-
ular countries, managed surges ofrefugees, and dealt with man-made
disasters such as genocide in Rwanda.

EXPORT PROMOTION

While U.S. diplomacy and foreign assistance promote open
markets and export opportunities for U.S. business, three other inter-
national affairs agencies more directly support or finance Ameri-
can exports. The Ejqwrt-Import Bankprovides short- and long-term
loans and loan guarantees and insurance to support U.S. exports,
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primarily exports ofcapital goods. Bank supportis designed to rem-
edy imperfections in private capital markets, and to counter financ-
ing by the official export credit agencies ofother countries. The Overseas
Private Investment Corporation provides loans, guarantees, and insur-
ance for U.S. business investment overseas. The Trade and Devel-
opment Agency provides grant financing for feasibility studies on
major infi-astructure and other development projects abroad. These
agencies’ activities generate considerable payoffs for U.S. exports.

A series of tax preferences also benefit U.S. trade activities.
Americans worldng abroad, for example, often may exclude $70,000
of income and a portion of their housing costs from taxes. In
addition, U.S. exporters who work through Foreign Sales Corpo-
rations may exempt significant portions oftheir income from U.S.
taxes. U.S. exporters also may allocate more of their earnings
abroad (and thereby reduce their tax obligations). Finally, earnings
fiom U.S.-controlled foreign corporations benefit fix>m a tax defer-
ral—they are not subject to U.S. taxes until they are received by U.S.
shareholders as dividends or other distributions.

INTERNATIONAL ORGANIZATIONS

The United States promotes its foreign policy goals through a
wide variety ofinternational organizations, to which it makes both
assessed and voluntary contributions. While our global leadership
is most clear in the United Nations, other organizations are impor-
tant to U.S. interests.

The International Atomic Energy Agency, for example, strong-
ly supports America's non-proliferation goals, while the World
Health Organization pursues our goal of eradicating disease.
NATO advances our national security goals in Europe. We sup-
port our development assistance goals as a leading contributor to
the United Nations Development Program. Finally, our assessed
contributions to U.N.-supported peacekeeping operations, and
our voluntary contributions to such peacekeeping efforts as the Mul-
tilateral Force in the Sinai, support peace-keeping in regions that
are important to our interests.
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STATEMENT BY SECRETARY OF STATE-DESIGNATE
MADELEINE K. ALBRIGHT

Excerpted GcomJanuary 1997, Senate Foreign Relations
Committee ConSrmation Hearing

We have reached a point more than halfway between the dis-
integration ofthe Soviet Union and the start ofa new century. Our
nation is respected and at peace. Our alliances are vigorous. Our
economy is strong. And from the distant comers ofAsia, to the merg-
ing democracies ofCentral Europe and Africa, to the community
ofdemocracies that exists within our own hemisphere—and to the
one impermanent exception to that community, Castro’'s Cuba—
American institutions and ideals are a model for those who have,
or who aspire to, freedom.

All this is no accident, and its continuation is by no means
inevitable. Democratic progress must be sustained as it was built—
by American leadership. And our leadership must be sustained if
our interests are to be protected around the world.

Do not doubt, those interests are not geopolitical abstractions,
they are real. It matters to our children whe”er theygrowup ina
world where the dangers posed by weapons ofmass destruction have
been minimized or allowed to run out ofcontrol. It matters to the
millions of Americans who work, farm or invest whether the glob-
aleconomy continues to create good newjobs and open new mar-
kets, or whether—through miscalculation or protectionism—it
begins to spiral downward. It matters to our families whether ille-
gal drugs continue to pour into our neighborhoods from overseas.
It matters to Americans who travel abroad or go about their daily
business at home whether the scourge ofinternational terrorism is
reduced. It matters to ourworkers and businesspeople whether they
will be unfairly forced to compete agmnst companies that violate frfr
labor standards, despoil the environment or gain contracts not
through competition but corruption. And it matters to us all
whether through inattention or indifference, we allow small wars
togrow into large ones that put our safety and freedom at risk.
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To defeat the dangers and seize the opportunities, we must be
more than audience, more even than actors, we must be die authors
ofthe history ofour age. A halfcentury ago, after the devastation
caused by Depression, holocaust and war, it was not enough to say
diat\™at we were against had f~ed. Leaders such as Truman, Mar-
shall and Vandenbeig were determined to build a lasting peace. And
together with our allies, they forged a set of institutions thatwould
defend freedom, rebuild economies, uphold law and preserve peace.

Tcexlay, itis notenough for us to say that Communism has foiled.
We must continue building a new fiumework—adapted to the
demands ofa new century—thatwill protect our citizens and our friends;
reinforce ourvalues; and secure our future. Inso doing, we must direct
our energies, not as our predecessors did, against a single virulent ide-
ology. We face avariety ofthreats, some as old as ethnic oinflict; some
as new as letter bombs; some as long-term as global warming; some
as dangerous as nuclear weapons falling into the wrong hands.

To cope with such avariety ofthreats, we will need a full range
offoreign policy tools. That is why our armed forces must remm
the best-led, best-tr~ed, best-equipped and most respected in the
world. And as President Clinton has pledged, and our militarylead-
ers ensure, they will.

Itis alsowhywe need first-class diplomacy. Force, and the cred-
ible possibility of its use, are essential to defend our vital interests
and to keep America safe. But force alone can be a blunt instru-
ment, and there are many problems it cannot solve. To be effec-
tive, force and diplomacy must complement and reinforce each other
For there will be many occasions, in many places, wfoere we will
on diplomacy to protect our interests, and we will expect our diplo-
mats to defend those interests with skill, knowledge and spine.

Ifconfirmed, one of my most important tasks will be toworkwith
Congress to ensure that we have the superb diplomatic represen-
tation that our people deserve and our interests demand. We can-
not have that on the cheap. We must invest the resources needed
to maintain American leadership. Consider the stakes. We are talk-
ing here about one percent ofour federal budget, but that one per-
cent may well determine fifty percent ofthe history that is written
about our era.
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Unfortunately, as Senator Lugar recendy pointed out, current-
ly,“our international operations are underfunded and understaffed.”
He noted, as well, that not only our interests, but our efforts to bal-
ance die budgetwould be damaged ifAmerican disengagementwere
toresult in “nuclear terrorism, a trade war, an energy crisis, a major
regional conflict... or some other preventable disaster.”

Mr. Chairman, we are die worlds richest, strongest, most respect-
ednation. We are also the largest debtor to the United Nations and
die international financial institutions. We provide a smaller per-
centage ofourwealth to support democracy and growth in the devel-
opingworld than any other industrialized nation. And over the past
fouryears, the Department of State has cut more than 2000 employ-
ees, downgraded positions, closed more than 30 embassies or con-
sulates, and deferred badly-needed modernization ofinfrastructure
andcommunications. We have also suffered a 30 percent reduction
inour foreign assistance programs since 1991. Itis said thatwe have
moved from an erawhere the big devour the small to an erawhere
the fastdevour the slow. Ifthatis the case, your State Department,
with its obsolete technology, $300 milhon in deferred maintenance
and a shrinking base ofskilled personnel, is in trouble.

Ifconfirmed, I will strive to fulfill my obligation to manage our
foreign policy effectively and efficiently. 1 will work wiA this
Committee and the Congress to ensure that the American public
gets full value for each tax dollar spent But I will also want to ensure
that our foreign policy successfully promotes and protects the inter-
ests ofthe American people. In addition, I will want to workwith
yxito spur ccxitinued reform and to pay our bills at tiie United Nations,
anorganization that Americans helped create, that reflects ideals that
we share and that serves goals ofstability, law and international coop-
eration that are in our interests.

The debate over adequate funding for foreign policy is not new
in America. It has been joined repeatedly from the time the Con-
tinental Congress sent Ben Franklin to FWis, to the proposals for Lend
Lease and the Marshall Plan that bracketed WorldWar 11, to the start
ofthe SEED and Nunn-Lugar programs a few years ago. In each
case, histMy has lodked more kindly on those vfio aigued for ourengage-
ment than on those who said we just could not afford to lead.
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REMARKS BY SECRETARY OF STATE
MADELEINE K. ALBRIGHT

Excerpted £rom Address at Rice Memorial Center,
Rice Universi®, Houston, Texas, February/, igg/

Last Tuesday, in his State ofthe Union Address, President Clin-
ton said that to prepare America for the 21st century, we must
master the forces ofchange in the world and keep American lead-
ership strong and sure for an uncharted time.

Fortunately, thanks to the President’s own leadership, and that
of his predecessor President George Bush—Houston's most dis-
tinguished adopted son—1I begin work with the wind at my back.

Our nation is respected and at peace. Our alliances are vigor-
ous. Oureconomy is strong. And from the distant comers ofAsia,
to the emerging democracies of Central Europe and Africa, to die
community ofliberty that exists witiiin our own hemisphere, Amer-
ican institutions and ideals are a model for those who have, or
who aspire to, freedom.

All this is no accident, and its continuation is by no means
inevitable. Democratic progress mustbe sustained as itwas built—
by American leadership. And our leadership must be susttined if
our interests are to be protected around the world.

Thatiswdiy our armed forces must remain the best-led, best-trtined,
best-equipped and most respected in the world. And as President
Clinton has pledged, they will.

Itis also whywe need first-class diplomacy. Force, and the cred-
ible possibility ofits use, are essential to defend our vital interests
and to keep America safe. But force alone can be a blunt instni-
ment, and there are many problems it cannot solve.

To be effective, force and diplomacy must complement and
reinforce each other. For there will be many occasions, in many places,
where we will rely on diplomacy to protect our interests, and wewill
cjgject our diplomats to defend those interests with skill, kncfwiedge
and spine.

Unfortunately, in the words of Senator Richard Lugar ofindi-
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ana, our international operations today are underilinded and imder-
stafiFed. We are the world's richest and most powerful nation, but
we are also the number one debtor to the U.N. and the international
6nandal institutions. We are dead last among the industrialized nadms
in the percentage ofour wealth that we use to promote democra-
cy and growth in the developing world.

And diplomatically, we are steadily and unilaterally disarming our-
selves. Over the past four years, the Department of State has cut
more than 2000 employees, closed more than 30 overseas posts and
slashed foreign assistance by almost one-third.

This trend is not acceptable. Many ofyou are students. Some-
day, one ofyou may occupy the office I hold and that Secretary Baker
held. | hope you do. And I assure you that I will do everything |
can in my time to see that you have the necessary diplomatic tools
in your time to protect our nation and do your job.

Yesterday, the President submitted his budget request to Con-
gress for the coming fiscal year. Thatbudget, which totals some 1.8
trillion dollars, includes about $20 billion for die entire range ofinter-
national aflfairs programs. Thiswould pay for everything fi'om our
share ofreconstruction in Bosnia to enforcing sanctions against Sad-
dam Hussein to waging war around the world against drug king-
pins and organized crime.

Approval ofthis budget matters, not only to me, or to those who
consider themselves foreign policy experts, but to each and every
one ofus. For example, ifyou live in Houston, more than likely your
job, or that ofa member ofyour family, is linked to the health of
the global economy, whether through investments, or trade, or
competition from workers abroad, or from newly arrived workers
here. This regions robust agricultural and energy sectors are par-
ticularly affected by overseas prices, policies and politics.

Your family, like most in America, probably has good reason to
look ahead with hope. Butyou are also anxious. Foryou see crime
fueled by drugs that pour across nearby borders. You see advanced
technology creating not only new wonders, but new and more
deadly arms. On your television screen, you see the consequences
ofletter bombs and poisonous serums and sudden explosions and
ask yourselfwhen and where terrorists may strike next.
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Whetheryou are a student, or parent, or teacher, or worker, you
are concerned about the future our young people will face. Will the
~obal maricetplace continue to ogjand and generate new opportunities
and newjobs? Will our global environment survive the assault of
increasing population and pollution? Will the plague of AIDS and
other epidemic disease be brought under control? Andwill the world
continue to move away from the threat ofnuclear Armageddon, or
will that specter once again loom large, perhaps in some altered and
even more dangerous form?

Ifyou are like most Americans, you do not think ofthe United
States as just another country. Youwant America to be strong and
respected. Andyouwantthat strengtii and respect to continue through
the final years ofthis century and into the next.

Considering aU this, one thing should be clear. The success
or failure of American foreign policy is not only relevant to our
lives; itwtiU be a determining factor in the quality ofour lives. It
will make the difference between a future characterized by peace,
rising prosperity and law, and a more uncertain future, in which
our economy and security are always at risk, our peace of mind
is always under assault, and American leadership is increasingly
in doubt.

We are talking here about i percent ofthe federal budget, but that
1 percent may determine 50 percent oftine history thatis written about
our era; and it will affect the lives of 100 percent ofthe American
people.

Let me be more specific.

First, foreign policy createsjobs. The Clinton Administration
has negotiated more than 200 trade agreements since 1993. Those
agreements have helped exports to soar and boosted employment

more titan 16 million. For example, earlier today I metwitit Mex-
ican Foreign Minister Gurria. Our growing trade with Mexico is
a genuine success story. Last year alone, 125 billion doEars in
exports were traded. Andwith NAFTA now in place, we estimate
tiiat this comingyear some 2.2 million American workers will pro-
duce goods for export to our NAFTA partners.

By passing NAFTA, concluding the Uruguay Round, and forg-
ing commitments to free trade in Latin America and Asia, we
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have helped create a growing global economy with America as its
dynamic hub.

This matters a lot down here. Houston is one of America's great
ports. Texas is our second leading exporting state. Commerce makes
yougrow. And there are more direct benefits. Foryears, Texas grains
have been among the leading commodities sold through the Food
for Peace Program.

Americas economic expansion is no accident. Itderivesprimarily
from the genius ofour scientists, the enterprise ofour businesspeople
and the productivity ofour factories and films. But it has been hel|™
along by American diplomats who work to ensure that American
business and labor receive fair treatment overseas.

For example, ifan American businessman orwoman bribes a for-
eign official in return for a contract, that American is fined or goes
tojail. 1fa European bribes that same foreign official, chances are
he will get a tax deduction. We are working hard to create higher
standards that apply to all. And we have opened the doors of
embassies around the world to U.S. entrepreneurs seeking our help
increating a level playing field for American firms and more oppor-
tunities for Americans back home.

Have no doubt, these efforts will continue. For as long as 1 am
Secretary of State, Americas diplomatic influence will be har-
nessed to the task ofhelping America’s economy to grow.

We will also use diplomacy to keep America safe.

The Cold War may be over, but the threat to our security posed
byweapons ofmass destruction has only been reduced, not ended.
Inrecentyears, with U.S. leadership, much has been accomplished.
Russian warheads no longer target our homes. The last missile silos
inUkraine are being planted overwidi sunflowers, and nuclearwe”xxns
have also been removed from Belarus and Kazakstan. North
Korea's nuclear weapons program has been firozen. The Nuclear
Nonproliferation Treaty has been extended. A comprehensive ban
on nuclear tests has been approved.

And we are continuing the job begun under President Bush of
ensuring that Irag’s capacity to produce weapons of mass destruc-
tion is thoroughly and verifiably dismantled.

The President's budget empowers us to build on these steps. It

[99]



Financing Americas Leadei™hip

provides the resourceswe need to seek further reductions in nuclear
stockpiles, to help assure the safe handling ofnuclear materials, to
back international inspections ofother countries’ nuclear programs,
and to implement the agreements we have reached.

The President's budget also reflects America’s role as the indis-
pensable nation in promoting international security and peace.
Our largest single program is in support ofthe peace process in the
Middle East. Even here, the price tag does not compare to the cost
to us and to our friends ifthat strategic region should once again
erupt in war. The oil crisis caused by fighting there in 1973 threw
our economy into a tailspin, caused inflation to soar and resulted in
gas lines that stretched for miles.

Today, as a result ofcourageous leaders in the region, and persis-
tent American diplomacy, the peace process launched by Secretary
Baka: has been sustained. Israel has signed landmark agreements widi
JcMdan and the Palestinian authorities. And as the recent pact on Hd"ron
illustrates, the movement towuds peace continues despite episodes
ofviolence, outbreaks ofterrorism and a tragic assassination.

As Secretary of State, | will ensure diat America continues to stand
with the peacemakers and against the bombthrowers in this strate-
gic region. That is in America’s interests; it is consistent vvath the
commitments we have made; it reflects the kind ofpeople we are;
and it is right.

Because the United States has unique capabilities and unmatched
power, itis natural that others turn to us in time ofemergency. We
have an unlimited number ofopportunities to act. Butwe do not
have unlimited resources, nor unlimited responsibilities. We are not
a charity or a fire department. Ifwe are to protect our own inter-
ests and mmntain our credibility, we have to weig” our commitments
carefully, and be selective and disciplined in what we agree to do.

Recognizing this, we have good reason to strengthen other
instruments for responding to emergencies and conflicts, and for address-
ing the conditions that give rise to those conflicts.

These other instruments include the United Nations, regional
organizations and international financial institutions. Togedier, diese
entities remove from our shoulders the lion's share ofthe costs of
keeping the peace, maintaining sanctions against rogue states, cre-

[100]



Background Materials

ating new markets, protecting the environment, caring for refugees
and addressing other problems around the globe.

Unfortunately, in recentyears, we have fallen behind in our pay-
ments to these institutions. We owe about $i billion to the United
Nations and other organizations and almost another Si billion to the
multilateral banks.

In his budget, the President requests enough money to repay many
ofthese obligations. The reason is that these debts hurt America.
They erode the capacity ofthese organizations to cany out programs
that serve our interests. They undermine the proposalswe have made
for reform. And, to those around the world who are hostile to our
leadership, they are an open invitation to run America down.

The United States can—and should—"lead the way in strength-
ening and reforming international organizations so ihat they bet-
ter serve the world community, and American interests. But ifwe
are to succeed, we must also pay our bills. As in poker, ifwe want
aseat at the table, we have to put chips in the pot.

... Inclosing, let me say that | well understand, as I undertake
my newjob, that there is no certain formula for ensuring public sup-
port for American engagement overseas. Certainly, frankness
helps. Consultations with Congress are essential, and we are work-
ing with congressional leaders ofboth parties to an unprecedent-
ed degree. But we Americans are brutally fair. As President
Kennetfy observed after the Bay ofPigs, success has a thousand frthers,
while defeat is an orphan. Ultimately, we will bejudged not by our
rhetoric or our rationales, but by our results.

The reality is that Americans have always been ambivalent
about activism abroad. At the end ofWorld War I, an American
Army officer, stuck in Europe while the diplomats haggled at Ver-
sailles, wrote to his future wfe about his yearning to go home: “None
ofus care ifthe Russian government is red or not [or] whether the
king of Lollipops slaughters his subjects.” Thirty years later, that
same man—Harry Truman—"would lead America in the final
stages ofanother great war.

In the aftermath ofthat conflict, it was not enough to say that
what we were against had foiled. Leaders such as Truman, Mar-
shall and Vandenbergwere determined to build a lasting peace. And
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together with our allies, they forged a set ofinstitutions that would
defend freedom, rebuild economies, uphold law and preserve peace.

Today, the greatest danger to America is not some foreign
enemy; it is the possibility that we will ignore the example of
that generation; that we will succumb to the temptation ofiso-
lation; neglect the military and diplomatic resources that
keep us strong; and forget the fundamental lesson of this
century, which is that problems abroad, ifleft unattended, will
all too often come home to America.

A decade or two from now, we will be known as the neo-isola-
tionists who allowed totalitarianism and fascism to rise again or as
the generation that solidified the global triumph of democratic
principles. We will be known as the neo-protectionists whose lack
ofvision produced financial chaos or as the generation that laid the
groundwork for rising prosperity around the world. We will be known
as the world-class ditherers vw”o stood by while die seeds ofrenewed
global conflictwere sown or as the generation that took strong mea-
sures to deter aggression, control nuclear arms and keep the peace.

There is no certain roadmap to success, either for individuals or
for generations. Ultimately, it is a matter ofjudgment, a question
ofchoice. In making that choice, letus remember that there is not
apage ofAmerican history ofwhich we are proud thatwas authored
by a chronic complainer or prophet of despair. We are doers.

We have a responsibility in our time, as others have had in
theirs, not to be prisoners ofhistory, but to shape history. A respon-
sibility to use and defend our own freedom, and to help otherswho
share our aspirations for liberty, peace and the quiet mii~*e ofa nor-
mal life. To thatend, | pledge my own best efforts, and solicit yours.
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THE FORUM FOR INTERNATIONAL
POUCY, ISSUE BRIEF

Americas Diplomacy:
ItMustBe Presentin Every Country, EveryDay

PRINCIPAL AUTHOR: ERIC D.K. MELBY*

President Clinton shortlywill ask a distinguished American to
be his new Secretary of State. This individualwould do America—
and the weald—an enormous service by conditioning his or her response
on a solemn commitment by the President to work with Congress
to provide the resources necessary to conduct a full-fledged diplo-
macy. The next Secretary of State must* ofcourse, be able to artic-
ulate and carryout a coherent foreign f)olity Butwithout substantial™
increased resources, the next Secretary will preside over an increas-
ingly hollow foreign affairs machinery. Thus, the new Secretary, res-
olutely supported by the President, must put forward a convincing
case for increased resources—and have the stature and stamina to
fight for these resources, within the Administration, on Capitol Hill
and before die American people.

The U.S. exerts leadership and influence abroad through avary-
ing combination ofdiplomacy, emnomic assistance and military force.
Neither military force, the ultimate extension ofpower, nor economic
assistance, which should always be applied selectively, can be used
on a daily basis. Diplomacy, broadly construed, works around the
clock, day in and day out, to protect Americas global interests.

Forseveral years, die United States has attempted to project diplo-
matic power on the cheap, closing diplomatic posts in important coun-
tries (e.g., Poland, Indonesia, Mexico, Brazil and the Philippines),
cutting diplomatic personnel overseas, reneging on financial oblig-

*Eric D.K, Melhy is a Senior Associate at the Forum for International Policy. He was
on the National Security Council stafffrom 1987-1993 and has also served with the Depart-
ment of State and AID.
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ations to multilateral institutions we helped create and slashing lev-
els offoreign assistance. While we must continue to seek ways to
use resources more effectively, it is time to stop cutting the sinews
ofour diplomacy. Congress, in an admirable quest to reduce the
federal deficit, unfortunately has succumbed to the myth that our
dipbmacy is bloated and wasteful and thus ripe for budget cuts. Amei>
icas facilities and representatives overseas are a critical part ofshap-
ing the image others have of America. To be treated like the
superpower we are, we must project an image ofa superpower. This
can neitiier be done on the cheap nor in the current manner—shab-
by buildings, outmoded technology, restricted budgets. The Pres-
ident must take the lead in convindng Congress to reverse this trend.
Both he and his new Secretary of State must be determined and tire-
less advocates before Congress and the American people.

We eqgject much from our diplomatic effort. American diplo-
mats overseas gather and analyze information, persuade and advo-
cate, promote American policy and values (political and ommerdal)
and, not least, assist Americans overseas, many ofthem in trouble
(lastyear tiiere were 233,000 inquiries worldwide about missing Amer-
icans and some 30,000 Americans died overseas). American diplo-
macy is the fi*ont line of the battle against terrorism and the
proliferation of dangerous weapons and drugs. It is also the front
line of the campaign for democracy and human rights and for
open markets and reduced trade barriers (creating several hun-
dreds ofthousands ofwell-paying jobs at home in the process). It
is through diplomacy that we build solid ties with our fiiends and
allies and, as important, reach out to our adversaries to conductthe
nations foreign policy. Effective diplomacy requires learning for-
eign languages, understanding foreign cultures and a willingness to
live andwork in often strenuous and, cxxasi(xial®, perilous circumstances.
(Since 1945, more U.S. ambassadors than generals have been killed
in the service oftheir country.) It can take years oftraining and expe-
rience for a diplomat to become highly effective. Diplomacy is pri-
marify a contact business and contacts need to be nurtured continual™
to be effective.

For forty-five years after the end ofWorld War 11, fear ofthe
Soviet Union was one ofthe strongest assets we had in convincing
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other countries to support American views. With the collapse of
communism in 1989, that useful focus disappeared. Today, as the
only superpower, we eUdt contradictory sentiment. We are viewed
simultaneouslywith suspicion and are expected to exert strong, con-
sistent global leadership. Our actions in recent years—cutting
resources for international afeirs and questioning whether we want
to lead the world—"puzzle friend and foe, and run counter to the
vital national interests we have defended since 1941.

Arecent University ofMaiyland poll shows diat the average Amer-
ican believes we spend 18% ofthe federal budget on foreign affairs,
while thinking we should spend only 6%. In reality, foreign affairs
spending, die bully pulpit of America’s strength overseas, is now only
1% ofthe federal budget—alitde more than one penny ofevery fed-
eral tax dollar. Todaywe spend atotal of$18 bilUon on foreign aid,
on operating our foreign affairs agencies, and on contributions to
the United Nations and other international institutions. This is a
stunning cut ofmore dian 50%, adjusted for inflation, from the amount
we spent in 1984 for the same activities.

With the collapse ofcommunism and the end ofthe ColdWar,
itis understandable that the Pentagon's budget has come to reflect
the new realities. However, those same realities argue that we
increase rather than slash resources for American diplomacy, die suc-
cess ofwhich will make itless likely diat Americans have to go abroad
in uniform. The collapse of communism has resulted in some
twenty new countries; the American flag needs to fly briskly in these
countries. Ithas also shifted attention to difficultissues such as ter-
rorism, drugs, regional conflicts and the environment. An emaci-
ated foreign affairs budget means there is Htde ability to respond
rationally to these issues, much less the inevitable crises which
demand immediate attention.

As international trade grows and mari~teconomies flourish, Amer-
ican gocxls, services and technology increasing are in demand. Amer-
ican business has a right to expect the help of American diplomats
in the most promising regions of the emerging global market-
place. We are not talking about Paris, London orTol”; rather, it
is places such as Calcutta, Harare and Almaty. These are notcom-
fortable cflpbmatic assignments which some in Congress love to deride.
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These are tough assignments requiring skilled, experienced men and
women ofcharacter, with a sense ofadventure and a commitment
to expanding American diplomatic and commercial interests and
values.

Regrettably we are reining in our diplomatic presence overseas
at the very moment we should expand it. We are doing the same
to multilateral institutions such as the United Nations and the
Organization for Economic Cooperation and Development, insti-
tutions wWch are c»st-effective instruments of American policywhen
we have the creativity and wisdom to use them correctly. We cur-
rently owe the UN and other international organizations more
than $2 billion. Our ability to influence these bodies is chreedyrelat-
ed to our willingness to honor debts we incurred freely.

It is difficult to overstate the critical importance of the next
four years for the state of American diplomacy. The President can
leave his successorwith a finely honed foreign policy instrument capa-
ble ofunderstanding and interpreting the new global realities and
ofprojecting American influence. Or he can leave a hollow inter-
national affairs corps whose inadequacy will only become evident
when itis too late. The former requires forceful and consistent Pres-
idential leadership to convince Congress and the American people
why diplomatic readiness is as vital as military readiness—and why
neither can be done on the cheap. We have been conducting cut-
rate, sporadic diplomacy when the times demand full price, daily
diplomacy. The President and his next Secretary of State must be
articulate and unrelenting champions for a strong American diplo-
matic establishment. Our vital national interests demand that
American diplomacy be present in every country, every day.
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STEPHEN S. ROSENFELD

NICKEL-AND-DIMING FOREIGN POUCY

Washington Post, January 17,1997

This much You can say for the failure ofthe American government
to provide the resources to support our far-flung international
interests. The failure reflects a grim success of bipartisanship.
Both parties and both political branches fell down.

Republican George Bush, touted as the foreign policy maestro,
could not keep a dreaming Democratic Congress from prema-
turely concluding that the end ofthe Cold War permitted us to stint
on official and public diplomacy and on development.

Democrat Bill Clinton earned his own demerits for indicating
to an even more negligent Republican Congress that to balance the
budget in the year 2002 international-affairs spending, already
down a quarter from the '80s average, would fall by as much more.

Bush at least, in 1990, got Congress to fence offthe part ofthe
budget devoted to international affairs from diversion to alternative
spending. Buta distracted Clinton, ayear ago, agreed to put a floor
under the national defense budget even as he let international
affiirs be grouped with non-defense discretionary expenditures. His
own budget office then targeted this category for reductions. The
State Department’s subsequent pleas for protection wdthin a more
egjansive “national securit/’ category were ignored.

Here | draw on a crisp summons to global duty hatched at this
inaugural moment by the Brooldngs Institution and the Council on
Foreign Relations. This right-minded internationalist gang means
torallya constituency for the fund-raising appeals coming concurrently
from the sitting and designated secretaries ofstate. Their reportis
called “Financing American Leadership,” American leadership
being the professed banner ofmost Americans on the right as well
asthe left. Pulled together by former diplomat Richard Moose, its
co-chairs are former liberal Democratic congressman Stephen
Solarz, whom you might expect to be aboard, and former conser-
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vative Republican congressman Mickey Edwards, whom you might
not. The report defines the responsible bipartisan consensus that
has been lacking since the Cold War ended.

In fkt, die whole w”*we finance our international policies is unbal-
anced. The military takes and deserves the lion's share. But sure-
ly there is some reasonable point ofproportionality—Ilo percent of
defense?—nbelow which ci\dlian non-intelligence international
af~rs spending should not be allowed to fell. Nor have I ever heard
agood reason why the intelligence agencies draw large and appar-
ently expanding and litde-overseen sums—now toward $30 billion—
even as the weU-probed foreign policy agendes are nickel-and-dimed.
In fiscal 1997 received $18 billion, and for 1998 the Clinton admin-
istration is seeking only a cautious billion more. It oughtto be ask-
ing unapologetically for at least an extra two.

You do not have to wave a flag for die State Department to grasp
the common-sense proposition that the already-advanced thin-
ning ofthe State infirastructure shrinks the capadty to promote vital
American interests and contributes to an image of decline and
withdrawal.

No less crippling, the new report su”ests, are the constraints on
practical presidential options. To stabilize Haiti, economic support
was reduced to Turkey, a critical regional country. Aid to the West
Bank had to be drained firom the Central American peace account.
Refugee care in Rwanda took funds from democracy-building
elsewhere in Afi-ica. For lack ofready money to monitor a Kurdish
cease-fire in northern lraq, Saddam Hussein was handed a pretext
to send in his own forces—*a move which culminated in U.S. mil-
itary action costing multiples ofthe originally needed sum.”

Sen. Richard Lugar ass”s what he sees as a expedient biparti-
san “fiction” that international spending can be cut with impunity
“As important as balancing the budget is, it will not happen if
American disengagement from the world results in nuclear terror-
ism, an international trade war, an international energy crisis, a m”or
r~onal (inflict requiring U.S. intervention or some odier preventable
disaster that undermines our security and prosperity.”

Treading on ground where secretaries ofstate hesitate to go, this
outsiders’ report puts the onus directly on President Clinton. He
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ismged first to ask for adequate funding, then to go to the people
and dien to address Congress. To grease the process, a deal on restruc-
turing the foreign affairs agencies—a congressional passion—"s
recommended, and a billion dollars’ worth oflegitimate reform is
tossed in.

As a second Clinton term begins, no great foreign policy debate
isgoing on, and none is needed. There is no single great “vision”
available, but there is broad agreement that our interests reqmre well-
considered engagement to tend to a host ofissues thatwon't stand
stilL For thatwe need not so much a master plan as an attitude of
alertness and an apparatus that lets us try to stay ahead of the
curve. This is what a good foreign policy can do. This is why we
cannot afford to go on the cheap.

MICKEY EDWARDS AND STEPHENJ. SOLARZ

RESOURCES FOR INTERNATIONAL AFFAIRS

The Cold War was won not just by Western military might but
hyAmerica’s effi)rts to forge a strong community ofdemocratic, pros-
perous, and stable countries. U.S. diplomacy and foreign assistance
played crucial roles. Now, in our efforts to balance the budget, we
unnecessarily risk demolishing those very tools ofglobal influence.
To take a specific example from the recent headlines, one place
where the negative consequences could soon be felt is Zaire. The
United States is showing little interest in crafting strategies to end
that Afiican country's civil war—partly because there are no funds
available to pay our share ofany U.N. peacekeeping or election-mon-
itoring costs that would be incurred under a peace plan there.
Apart from defense, international affairs is the only major cat-
egoiy offederal spending to have declined in real terms over the 1990s.
Itis costing the United States $19 billion in 1997, nearly 20 percent
less in real terms than the 1980s average. That is barely a penny on
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the federal dollar. Itwould decline another 15 percent by 2002 under
the presidents new budget proposal, and by even more under Con-
gress's deficit-elimination plan oflast year.

That $19 billion supports a remarkable variety of important
activities. Th” include: U.S. diplomacy and export promotion pro-
grams worldwide; peacemaking efforts in the Balkans and the
Middle East; child survival programs and humarutarian reliefin Africa
and Asia; the prevention ofnuclear proliferation in North Koreaand
the Persian Gulf, support for democracy and market reforms in the
former Soviet Union; and various efforts ofthe United Nations and
World Bank.

With die end ofthe Cold War, some savings in foreign assistance
have been possible. Allies like the Philippines, Greece, and Turkey
that previously received substantial amounts of security aid either
no longer face the threats or no longer provide the absolutely crit-
ical U.S. military access they once did. Also, some developing
countries, particularly in East Asia and South America, have
advanced enough economically that they no longer need our help.
Reforms in how we provide foreign assistance and conduct diplo-
macy could save additional sums. Butthe cuts in spending have now
gone too far, jeopardizing our strategic and economic interests.
We are starting to close State Department fedlities overseas, includ-
ing some embassies, and are unable to open enough new con-
sulates to help American business, even in countries widi huge markets
like China.

We have been forced to be too selective about which violence-
tom African and Central American countries to help stabilize and
rebuild. For lack offunds, we have passed up opportunities to pro-
vide assistance to nongovernmental orgaiuzations in Cuba and
China bent on furthering human rights and democracy.

To examine such distressing trends, the Brookings Institution and
die Council on Foreign Relations recendy convened a bipartisan task
force on resources for U.S. foreign afiairs. The task force, whose rec-
ommendations were endorsed by several former secretaries ofstate
and defense, has concluded that the 1997 international spending level
ofS19 billion should rise to atleast $21 billion in 1998 and be adjust-
ed for inflation thereafter.
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Litde will happen, however, without presidential leadership. So
far, the signals are mixed. President Clinton forcefully articulated
the need for adequate resources in his State ofthe Union Address.
He then asked Congress for a modest increase in budget authori-
ty for 1998 that will suffice to keep actual spending near the real 1997
level. Unfortunately, his budget plans for subsequent years would
put spending back on a downward path. Fortunately, there is still
time to adjust them.

But money alone is not enough; the president must also indicate
awillingness to workwith Congress to restructure this country's for-
eign policy machinery for the posHI1”old Warworld. Reforms should
be undertaken in the State Department, Agency for International
Development, US. Information Agency, and Arms Control and Dis-
armament Agency—in their own right and to gain Congress's
support for adequate resources. We can afford as a nation to do more
than we are at present; we cannot afford to do less.

Former Congressmen Mickey Edwards (R-OK) and Stephen
Soiarz (D-NY) released their Task Forces reportinJanuary.
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Protecting American Interests
AND Promoting American Values

REPORT OF AN INDEPENDENT TASK FORCE

Relative to the average of the 1980s, U.S. government spending on
international affairs has fallen nearly 20 percent in real terms and will
decline by as much as another 30 percent under budget-balancing plans
proposed by the president and Congress.

An independent Task Force convened by the Brookings Institution and
the Council on Foreign Relations was asked to assess the consequences
of this trend and to make appropriate recommendations. In its Statement,
the Task Force concludes that the cuts adversely affect the ability of the
United States to protect and promote its economic, diplomatic, and
strategic agendas abroad. Unless the trend is reversed, American vital
interests will be jeopardized.

Specifically, the Task Force recommends that

* The president call for an increase in international affairs spending
from $19 billion in 1997 to $21 billion in 1998, with annual adjust
ments through the year 2002 to offset projected inflation, and work
with congressional leaders to ensure adequate funding. Although these
recommended increases are relatively quite small, the consequence--
of not making them could be very serious.

» U.S. international affairs agencies be reformed with the help of j
bipartisan commission appointed by the president and Congress.

* The president exert strong and sustained leadership to develop public
support for the commitment required to finance American global lead
ership.

The Task Force was chaired by Mickey Edwards of the John F. Kenned)
School of Government and Stephen J. Solarz of the George Washington
University Foreign Policy Forum, both former members of Congress. Its
Statement was endorsed by several distinguished members of previous
presidential administrations as well as other prominent Americans, In
addition to the Statement, this Report includes a Background Study and
other relevant materials.
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