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i1, fj 1964

January 18,

__nce the President personally authorized
iis report, we want to let him know it's here,
But it is not high priority business, and poses
no big issues, so I've briefed it on one page
to save his time,
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MEMORANDUM FOR: The Honorable McGeorge Bundy
The White House

SUBJECT: Additional $20 million MAP Contingency
Fund Regquirement for Vietnam

As a result of further DOD review of military
assistance programs (as described in item U of my January 7
memo, subject: "Impact of Cuts in Foreign Aid Appropriations"),
it now appears that an additional $40 million may be needed
to meet additional ammunition and other urgent require—-nts
for Vietnam. This would be $20 million more than the probable
- additional requirement noted under Vietnam in Annex A of my
memorandum, and would correspondingly increase the potential
demand for transfers to MAP from economic Contingency Funds.

Sk § Beas_

David E. Bell
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Request to Total
Congress Available Reduction
Development Loans and Grants -

Latin America $ 907 $ Th3 -164  (18%)
Development Loans and Grants -

Rest of World 1,433 1,036 -397 (28%)
Military Assistance 1,555 1,173 -382  (25%)
Supporting Assistance and

Contingency Fund Th5 540 -205  (28%)
s 223 192 - 31 (14%9)

Total Foreign Assistance 4,863 3,68k -1179  (24%)

2. Comparison with 1963 Commitments. Compared to last year,
FY 196k funds are down by $870 million, almost entirely in military
agssistance. Total economic assistance funds are about the same as were
used last year. However, on a geographic breakdown, funds available
for Labin America have been increased by $160 million; those available
for the rest of the world have been reduced by $200 million

1963 ~ 1964
Commitments Available Reduction
Military Assistance $1,599 $1,173 k26 (27%)
Economic Assistance 2,555 2,511 - L ( 2%)
(including Supporting
Assistance)
~TI5E =5EF "o (119)

3. Allocation of Cuts: Ec~omic. In the last few weeks a
country by country review has been conducted of the economic ald program
with the purpose of allocating avallable funds to achieve maximum progress
toward U.S. objectives. In each case we have applied the basic criteria
we use for determining priorities:
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- the importance to the U.S. of the results to be
sought through aid;

- the extent to which the country is applying self-
help measures and can use aid effectively;

- the availability of assistance from sources other
than the U.S.

The results are very roughly summarized in the following table,
which groups countries by the general purpose and nature of the economic
aid " ram the United States conducts there. (There were of course
variations among countries in each group.)

Request to Present Per Cent
_Cc  reas Allocation Change

Relatively Small Cuts

1. General Support of Strategic Countries U450 395 -12%

(Korea, Vietnam, Laos, Thailand,
Jordan, Congo, Bolivia)

2. General Supy t of Economic Growth and
Security in Prioritv Countries 1151 ol -1%

(India, Pakistan, Turkey, Tunisia,
Nigeria, Colombia, Chile, Peru)

3. Mairtenance of Access to U.S. Facili-

Fies 56 29 + 5%

(Morocco, Libya, Ethiopia, Panama,
Trinidad, Cyprus)
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Request to Present Per Cent
Congress Allocation Change

Relatively Large Cuts

L, Succesafiyl Dewvelarmant Programa
é'nﬂr'oac;uing LTL ULLILEL U LULL 159 57 '65%

(Taiwan, Philippines, Israel, Greece,
Mexico, Venezuela, Jamaica)

5. Conditional Support of Countries
Requiring Improved Self-Help 437 256 -419

(Argentina, Brazil, Ecuador, Central
ra, Liberia, Sudan, Iran)

6. Programs with Limited Objectives 210 134 ~36%

(4# programs averaging $3 million, of
which 28 are in Africa)

Total Country Programs¥ 2h63 18Lp -25%

*¥Omits funds not allocated by country.

Attached to this memorandum are annexes which show the reduction
made in each region and discuss countries in which substantial changes
have been made in the program presented to the Congress.

4., Allmcation of Cuts: Military. A preliminary review has
been made by the uffice of the Secretary of Defense and tentative pro-
posals put forward for adjusting Military Aid programs to the limited
- 31s available. These figures will be reviewed further this week with
the Unified Commanders and the Joint Chiefs of Staff and with officials
of State and A.I.D. We do not anticipate any substantial modification
as a result of these further revievs.




—CONFEDRIFEAT—
ABRERET attachment )

~5=
On the basis of country by country reviews to date, the Defense
Department has proposed figures which would:
- honor all explicit commitments;
- meet the increased needs in Vietnam and Laos;

- defer a large amount of implied commitments
for modernization of forces, and

- radically reduce small programs of little military
import ‘e, including termination in Cambodia and
very heavy cuts in Indonesia and Burma.

I luctions by major groups of countries are as follows:

Request to Present

Congress Allocation Reduction

Asia - $ 1005 $ 791 214 (21%)
Nine periphery countries

(Greece, Turkey, Iran,

Pakistan, India, Vietnam,
Thailand, Taiwan, Korea)

Rest of Asia 153 49 -104 (68%)

Latin America T 63 - 14 (18%)

Africa oL 18 - 6 (27%)

Furope and Other 296 252 - 4y (159)

Total 1555 1173 -382  (25%)

The State Department and Department of Defense are currently
reviewing the allocation to Latin America, which is below the Congressional
ceiling for equipment of $55 million and also somewhat reduces the
$17-20 million originally planned for training. Assistant Secretary Mann
is urgently considering this issue and the Department of Defense is
prepared to consider restoring the rrogram . to approximately a total
level of $70 million if it is Statels Jjudgment that this money can be
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effectively spent and that the priority is deserved in relation to other
arecase.

5. Contributions tn Tmtrermational Oreanizations. You will
recall that the Congress .or wuc - E ¢ s appropr” ‘ions
needed to meet pledges and commitments of the United States to Interna-
tional Organizations such as the UN Special Fund. They appropriated
$116 million compared to a present estimate of needs of about $12L
million. If the needs do not shrink further, we would propose to
transfer Contingency Funds to cover the gap, a possibility mentioned
explicitly in the Floor debate by Chairman Passman.

6. Effect ~f Mo Our present asses —:nt is that the reduced
economic assistauce rwius arc:

- relatively plentiful for Latin America, where some
carryover of unobligated funds into next year seems
likely;

- tightly budgeted elsewhere in the world, but sufficient
to meet all firm commitments and high priority purposes.

The Military Assistance Program on the other hand is not adequate
to cover priority requirements in several countries.

We are therefore considering the possibility of recommending a
transfer of up to $50 million worth of economic Contingency Funds to the
Military Assistance Program, and some shift in the financing of commercially
available commodities from military assistance to economic aid appropria-
tions. If it is undertaken, we would of course discuss it fully with
the Congressional committees and would expect it to become permanent.

P e

David E. Bell

Attachments
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THE WHITE HOUSE -

L ' S ' ‘ WASHINGTON

SECRES— : 4 ’ ' ' » . ‘Decemb‘er. 26, 1963

'NATIONAL SECURITY ACTION MEMORANDUM NO, 276

MEMORANDUM FOR THE SECRETARY OF STATE
THE SECRETARY OF DEFENSE
THE ADMINISTRATOR, AGENCY FOR
INTERNATIONAL DEVELOPMENT

SUBJECT: Distribu{:i\on of Foreign Aid Cuts

The President will wish to reviéw the program changes proposed

" in the FY 1964 foreign aid program as a result of Congressional
action this year, since the way in which these cuts are dlstnbuted
- may involve important foreign policy dec1sions.

“I‘herefore, AID and the Department of Defense shou.ld outline briefly
the major changes proposed from the $4. 5 billion FY 1964 presen-
tation figure, with a brief recapitulation of the reasons for each:

Any forced reductions in commitments or implied commitments
should also be appropriately mentioned. I suggest that individual
mention need be made only of changes over $10 million, e.g. a cut

" in a country program, lumping the remainder together in appropriate
categories, The Department of State might submit any alternative
recommendations with respect to these program changes which it
feels :equired from the foreign .policy point of view,

. ' 1 would 11ke to be able to show these reports to the President by’
’ ' 7 January.

i ’ E S . ) . i : j\]g (kg\ ébt‘vx\ (
' ' ’ McGeorge Bundy

cc: Director, Bureau of the Budget

: .




THE WHITE HOUSE

WASHINGTON

. SEERET— | o | | 'December 26, 1963

NATIONAL SECURITY ACTION MEMORANDUM NO. 276

MEMORANDUM FOR THE SECRETARY OF STATE
THE SECRETARY OF DEFENSE
THE ADMINISTRATOR, AGENCY FOR
INTERNATIONAL DEVELOPMENT

SUBJECT: Distribut\ion of Foreign Aid Cuts

N

The President will wish to review the program changes proposed

" in the FY 1964 foreign aid program as a result of Congressional

action this year, since the way in which these cuts are distributed
may involve important foreign policy decisions,

“Therefore, AID and the Department of Defense should outline briefly

the major changes proposed from the $4, 5 billion FY 1964 presen-

- tation figure, with a brief recapitulation of the reasons for each,

Any forced reductions in commitments or implied commitments
should also be appropriately mentioned. I suggest that individual
mention need be made only of changes over $10 million, e.,g, a cut

" in a country program, lumping the remainder together in appropriate

categories, The Department of State might submit any alternative
recommendations with respect to these program changes which it
feels required from the foreign policy point of view,

I would like to be able to show these reports to the President 'bjr
7 January. ) '

j”k (&x\‘ ":’}W..\ (
McGeorge Bundy

cc: Director, Bureau of the Budget
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