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THE WHITE HOUSE

WASHINGTON
June 8, 1966

—GONEIDENTIAL 7

NATIONAL SECURITY ACTION MEMORANDUM NO. 350

TO: The Secretary of State
The Secretary of the Treasury
The Administrator of the Agency for
International Development
The Director, Bureau of the Budget
The Chairman, Council of Economic Advisers

The President wishes to receive coordinated advice and recommenda-
tions concerning the proper use of (1) program loans, and (2) loans to
finance ''local costs' in our foreign assistance programs.

The report should evaluate the economic and political merits of both
kinds of loans in terms of:

-- major U, S. assistance objectives, by categories of
aided countries;

-- the costs and consequences for other U, S. interests,
particularly the balance of payments.,

It should propose criteria which could be used to establish a presump-
tion as to the appropriate mix of program and project assistance in
particular country situations. It should also provide guidelines for the
use of local cost financing.

It is requested that you nominate a representative for a sub-Cabinet
level working group which will be responsible for carrying out this
study, The Bureau of the Budget has accepted responsibility for the
chairmanship of the working group.

The White House staff member responsible will be Mr, Francis Bator.

It is hoped that the report can be received at the White House by

July 15,
Distribution: F. Bator J & CnZsar
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FOR: The Secretary of State
The Secretary of the Treasury
Administrator, Agency for International Development
Chairman, Council of Economic Advisors
Director, Bureau of the Budget

The President wishes to receive coordinated advice and recommen-
dations concerning the proper use of (1) program loans, and (2) loans to
finance ''local costs'' in our foreign assistance programs.

The report should evaluate the economic and political merits of both
kinds of loans in terms of:

-- major U.S. assistance objectives, by categories of aided
countries;

-- the costs and consequences for other U.S. interests, particularly
the balance of payments.

It should propose criteria which could be used to establish a presumption
as to the appropriate mix of program and project assistance in particular
country situations. It should also provide guidelines for the use of local
cost financing.

It is requested that you nominate a representative for a sub-cabinet
level working group which will be responsible for carrying out this study.
The Bureau of the Budget has accepted responsibility for the chairmanship
of the working group.

The White House staff member responsible will be Mr. Francis Bator.

It is hoped that the report can be received at the White House by
July 15,

W. W, Rostow
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TO:  The Secretary of State
The Secretary of the Treasury
The Administrator of the Agency for
International Development
The Director, Bureau of the Budget
The Chatrman, Council of Economic Advisers

The President wishes to recelve cpordinated advice and recommenda~
tions concerning the proper use of (1) program loans, and {2) loans to
finance ''local costs" in cur foreign assistance programs.

The report should avaluate the economic and political merits of both
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TO: The Secretary of State
The Secretary of the Treasury
The Administrator of the Agency for
International Development
The Director, Bureau of the Budget
The Chairman, Council of Economic Advisers

The President wishes to receive coordinated advice and recommenda-~
tions concerning the propar use of (1) program loans, and (2) loans to
finance ''local costs' In our foreign assistance programs.

The report should evaluate the economic and political merxits of both
kinds of loans in terms of:

«« major U. S. assistance objectives, by categories of
aided countries;

-= the costs and consequences for other U. S, interests,
particularly the balance of payments.

It should propouse criteria which could be used to establish a presump-~
tion as to the appropriate mix of program and project assistance in
particular country situations. It should also provide guidelines for the
use of local cost financing.

It is requested that you nominate a representative for a sub-Cabinet
level working group which will be responsible for carrying out this
study. The Bureau of the Budget has accepted responsibility for the
chalrmanship of the working group.

‘The White House staff member responsible will be Mr. Francis Bator.
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finance ''local costs'' in our foreign assistance programs.
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use of local cost financing.
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MEMORANDUM FOR MR. ROSTOW
The White House

Subject: Report in response to NSAM No. 350

NSAM No. 350 asks for recommendations concerning the proper
use of program loans and so-called "local costs" loans in
our foreign assistance program. It also requests a state-
ment of criteria for judging the appropriate mix of program
and project assistance in a particular country.

The attached report concludes that the country program is
the proper basis for evaluating alternative aid "mixes",
since it affords the most convenient means of relating both
budgetary and balance of payments costs to explicit U.S.
objectives.

Because individual country programs must be tailored to the
particular circumstances of a recipient country, the report
concludes that the problem is not one of establishing simple
criteria or "rules of thumb" for evaluating alternative aid
*mixes"; rather, it is one of establishing procedures which
ensure that balance of payments costs are given full weight
in the formation and implementation of the assistance program.

A third major conclusion of the report is that there is no
inherent reason why different forms of aid should have
different impacts on the U.S. balance of payments.

Finally, a procedure is recommended for evaluating alterna**-re
AID program "mixes" and tying procedures within the overal.
budgetary process.

The Department of State, the Council of Economic Advisers
and the Agency for International Development concur with the
Bureau of the Budget in this report. The Treasury dissents
from the major conclusions and recommendations of the report.
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